BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Review of Florida Power DOCKET NO. 000824-EI
Corporation’s earnings,
including effects of proposed FILED: December 28, 2001

acquisition of Florida Power
Corporation by Carolina Power &
Light.

STAFF’'S PRELIMINARY ISSUES

Staff proposes the following preliminary issues for the
Commission’s consideration in Docket No. 000824-EI:

TEST PERIOD

ISSUE 1: Is FPC's projected test period of calendar year
2002 appropriate? (Revell)

ISSUE 2: Are FPC's forecasts of Customers and KWH by Revenue
Class for the 2002 test year reasonable? (Wheeler,
Stallcup, Hewitt)

QUALITY OF SERVICE

ISSUE 3: Is the number of customer bills which have to be
estimated each month appropriate for FPC? (Kummer,
Lowery)

ISSUE 4: Is the quality of electric service provided by FPC

adequate including their customer complaint
resolution processes? (D. Lee, Lowery)

ISSUE 5: How has FPC acquisition by Progress Energy affected
gystem reliability? (D. Lee)

ISSUE 6: Is FPC’'s customer complaint resolution process
adequate? (Lowery)

ISSUE 7: How has FPC acquisition by Progress Energy affected
customer service? (D. Lee, Matlock, Lowery)
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Should FPC be required to provide a refund to
retall customers incurring frequent outages? (D.
Lee, Matlock)

RATE BASE

Is FPC's forecast of inflation rates appropriate?
(Stallcup, Hewitt)

Is FPC's requested level of Plant in Service in the
amount of $6,876,125,000 ($7,465,125,000 system)
for the 2002 projected test year appropriate?
(Gardner, Harlow, Colson, Jones)

Is FPC's requested level of Construction Work in
Progress in the amount of $72,527,000 ($82,875,000
system) for the 2002 projected test year
appropriate? (Gardner, Harlow, Colson, Jones)

Should an adjustment be made to the balance of
Construction Work In Progress for 2000, 2001, or
2002 for FPC? (Gardner, Harlow, Colson, Jones)

Is FPC's requested level of Property Held for
Future Use in the amount of $6,426,000 ($8,274,000
system) for the 2002 projected test year
appropriate? (Harlow, Colson, Jones)

Is FPC's requested 1level of Property Held for
Future Use for Avon Park Unit II 2002 projected
test year appropriate considering the company's
agreement to lease the plant to Eco Peat in 19947
(Harlow, Colson, Jones)

What adjustment, if any, should be made to the test
year rate base to reflect the Commission’s decision
in Docket No. 001835-EI? (Gardner, P. Lee)

What adjustment, if any, should be made to the test
year rate base to reflect the Commission’s decision
in Docket No. 991931-EG? (P. Lee)
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What are the appropriate adjustments that should be
made to FPC’s 2002 projected test year rate base to
account for the additional security measures
implemented in response to the increased threat of
terrorist attacks since September 11, 20017
(McNulty, Mills) '

Is FPC's requested level of Working Capital in the
amount of [$12,279,000] ([$11,257,000] system) for
the 2002 projected test year appropriate?
(Iwenjiora)

Should an adjustment be made to increase Interest
Accrued in the Working Capital Allowance for FPC?
(Iwenjiora)

Should an adjustment be made to the working capital
allowance for any test year to exclude temporary
cash investments for FPC? (Iwenjiora)

Should an adjustment be made to the working capital
allowance for 2002 to exclude prepaid interest for
FPC? (Iwenjiora)

What is the appropriate regulatory treatment for
the balance sheet impacts from FAS 133 for FPC?
(Iwenjiora)

Is FPC's requested Property Insurance Reserve for
the 2002 projected test year appropriate?
(Iwenjiora)

Should the net overrecovery of fuel and
conservation expenses of $1,837,000 ($2,008,000
system) for the 2002 projected test year be
included in the calculation of working capital
allowance for FPC? (Iwenjiora)

Are FPC's forecasted fuel ©prices for 2002
reasonable? (Bohrmann)
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Is FPC’'s level of Acccunt 151, Fuel Stock, in the
amount of $78,177,000 ($86,291,000 System) for the
2002 projected test year appropriate? (Bohrmann)

Should adjustments be made to working capital for
2002 to exclude the vacation pay accrual asset for
FPC? (Iwenjiora)

Should adjustments be made to working capital for
2002 to exclude interest on tax deficiency for FPC?
(Iwenjiora, C. Romig, Vendetti)

Is FPC's requested level of Accumulated
Depreciation in the amount of $3,414,348,000
($3,722,787,000 system) for the 2002 projected test
year appropriate? (Gardner, Jones)

Is FPC's requested rate base of $3,665,457,000
($3,983,231,000 system) for the 2002 projected test

year appropriate? (Gardner, Jones)

COST OF CAPITAL

What 1is the appropriate cost of common equity
capital for FPC? (D. Draper, Vendetti)

What is the appropriate common equity ratio for
ratemaking purposes for FPC? (D. Draper, Vendetti)

What is the appropriate amount of accumulated
deferred taxes to include in the capital structure
for FPC? (C. Romig, Vendetti)

What is the appropriate amount and cost rate of the
unamortized investment tax credits to include in
the capital structure for FPC? (C. Romig,
Vendetti)

Have rate Dbase and capital structure been
reconciled appropriately for FPC? (D. Draper, C.
Romig, Vendetti)
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What 1s the appropriate weighted average cost of
capital including the proper components, amounts
and cost rates associated with the capital
structure for the test year for FPC? (D. Draper,
Vendetti)

NET OPERATING INCOME

Is FPC's requested 1level of Total Operating
Revenues for the 2002 projected test vyear
appropriate? (Wheeler, Stallcup, Hewitt)

Are FPC's estimated revenues for sales of
electricity based wupon reasonable estimates of
customers, KW, and KWH billing determinants by rate
class? (Wheeler, Stallcup, Hewitt)

Is FPC's requested 1level of Operation and
Maintenance Expense in the amount of $1,075,251,000
($(2,776,499,000) system) for the 2002 projected
test year appropriate? (Revell)

What adjustment, if any, should be made to the test
year net operating income to reflect the
Commission’s decision in Docket No. 991931-EG? (P.
Lee)

What adjustment, if any, should be made to the test
year net operating income to reflect the
Commigsion’s decision in Docket No. 001835-EI? (P.
Lee)

What are the appropriate adjustments that should be
made to FPC’'s 2002 projected test year operating
expenses to account for the additional security
measures implemented in response to the increased
threat of terrorist attacks since September 11,
2001? (McNulty, Mills)

Has FPC made the appropriate adjustments to remove
fuel revenues and fuel expenses recoverable in the
Fuel Adjustment Clause? (Bohrmann)
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Has FPC made the appropriate adjustments to remove
the capacity cost revenues and the related expenses
recoverable through the Capacity Cost Recovery
Clause? (D. Lee, Revell)

Are adjustments removing conservation revenues of
$69,891,000 ($65,223,000 system) for 2002 and the
related expenses recoverable through the
Conservation Cost Recovery Clause appropriate for
FPC? (Colson)

Is FPC’s level of Total Distribution Operation

expense, Accounts ©580-589, in the amount of
867,556,000 (867,727,000 System) for the 2002
projected test year appropriate? (Matlock,
Costner)

Is FPC’'s level of Total Distribution Maintenance
expense, Accounts 590-599, in the amount of
$29,349,000 ($29,443,000 System) for the 2002
projected test year appropriate? (Matlock, D. Lee,
Costner)

Is FPC's level of Account 593, Maintenance of
Overhead Lines, which includes tree trimming
expenses, in the amount of $11,014,00 ($11,047,00
System) for the 2002 projected test year
appropriate? (Matlock, D. Lee, Costner)

Is FPC’'s 1level of Account 583, Overhead Line
Expenses, in the amount of $19,535,000 (819,593,000
System) for the 2002 projected test year
appropriate? (Matlock, D. Lee, Costner)

What 1is the appropriate amount of advertising
expense to be allowed in operating expense for the
interim, 2001, and 2002 test vyears for FPC?
(Moniz, Revell)

Are lobbying expenses included in any of the test
years? If so, should any of those lobbying
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expenses be reclassified below the line for FPC?
(Moniz, Revell)

Are FPC's budgeted Industry Association Dues in the
amount of $1,894,000 (%$2,002,000 system) for the
2002 projected test vyear appropriate? (Moniz,
Revell)

Should an adjustment be made to any test year for
the O&M Expense to disallow membership dues in the
Chambers of Commerce and the Committee of 100 for
FPC? (Moniz, Revell)

What amount has FPC budgeted to fund the EEI
Utility Waste Management Group and is this amount
appropriate? (Moniz, Revell)

Is FPC's assumed growth in salaries and wages
appropriate? If not, what adjustment is necessary?
(Moniz, Revell)

Should an adjustment be made to the 1level of
Salaries and Employee Benefits for the 2002
projected test year? (Moniz, Revell)

Is FPC's calculation of pro forma payroll for 2002
appropriate? (Moniz, Revell)

Is FPC’s budgeted level of employees in the 2002
test years appropriate? (Moniz, Revell)

Is FPC's requested level of Other Post Employment
Benefits Expense for the 2002 projected test year
appropriate? (Moniz, Kyle)

Is FPC's requested level of Pension Expense for the
2002 projected test vyear appropriate? (Moniz,
Kyle)

Should FPC Dbe allowed to include as operating
expense amortization of the regulatory assets
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related to pension expense which was deferred in
prior years? (Moniz, Kyle)

What is the appropriate amount of outside services
expense to be allowed in operating expense for FPC?
(Revell, Moniz, Costner)

Should FPC recover expenses related to franchise
fee renegotiations? (Revell)

Is FPC's 2002 test vyear requested accrual for
medical/life reserve-active employees and retirees
appropriate? (Revell, Moniz, Costner)

Is FPC's 2002 projected test vyear accrual of
$5,818,000 ($6,000,000 System) for storm damage
appropriate? (D. Lee, Revell)

Should interest on tax deficiencies of $$891,000
($967,000 system) for the 2002 projected test year
appropriate for FPC? (C. Romig, Vendetti)

Is FPC's requested level of Bad Debt Expense in the
amount of 4,165,000 ($4,165,000 system) for the
2002 projected test year appropriate? (L. Romig,
Revell)

Is FPC's requested Rate Case Expense in the amount
of $1,644,000 appropriate? (Moniz, Revell)

Which is the appropriate Amortization period for
FPC’'s Rate Case Expense? (Moniz, Revell)

What adjustments, if any, should be made to O&M
expenses for the 2000 historic test year and the
2002 projected test year for FPC? (Revell)

Should the O&M benchmark be applied to the Company
as a whole, or to FPC's individual functional
units? (Revell)
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What are the appropriate Consumer Price Index
factors to use in determining test year expenses
for FPC? (Stallcup, Hewitt)

Is FPC's requested level of Nuclear O&M in the
amount of $83,410,000 ($88,135,000 system) for the
2002 projected test year appropriate? (Harlow,
Colson, Costner)

Is FPC's requested level of Total Fossil O&M in the
amount of $87,878,000 ($94,026,000 system) for the
2002 projected test vyear appropriate? (Harlow,
Colson, Costner)

Is FPC's requested level of tree-trimming expense
of $11,047,000 ($11,047,000 system) for the 2002
projected test year appropriate? (Harlow, Colson,
Costner)

Is FPC's requested level of Customer Accounts
Expense in the amount of $65,694,000 ($66,000,000
gystem) for the 2002 projected test year
appropriate? (Revell, Moniz)

Is FPC's requested level of Customer Service
Expense in the amount of $5,041,000 ($5,041,000
system) for the 2002 ©projected test vyear
appropriate? (Revell, Moniz)

Is FPC's requested level of Sales Expense in the
amount of $6,406,000 ($6,406,000 system) for the
2002 projected test vyear appropriate? (Moniz,
Revell)

Is FPC's requested 1level of Administrative and
General Expense in the amount of $96,013,000
($101,965,000 system) for the 2002 projected test
year appropriate? (Moniz, Revell)

Is FPC's requested Depreciation and Amortization
Expense of $323,658,000 ($376,304,000 system) for
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the 2002 projected test year  appropriate?
(Gardner, Jones)

What adjustment to Fossil Fuel Dismantlement
Expense should be made to reflect the annual fossil
dismantlement accrual approved in Docket No.
010031-EI for FPC? (P. Lee)

What adjustments, if any, should be made to the
projected test year expenses to recognize
implementation of FAS 143? (Gardner)

What adjustments, if any, should be made to the
projected test year expenses to recognize
implementation of the AcSEC Statement of Position
regarding accounting for certain costs and
activities related to property, plant, and
equipment? (Gardner)

Is FPC's requested level of Taxes Other Than Income
Taxes in the amount of $92,870 ($100,486 system)
for the 2002 projected test year appropriate? (C.
Romig, Vendetti)

Are FPC's requested Inccome Tax expenses in the
amount of $157,332 ($173,886 system) for the 2002
projected test year appropriate? (C. Romig,
Vendetti)

Are consolidating tax adjustments appropriate, and
if so, what are the appropriate amounts for the
2000 historic test year and for the 2002 projected
test year for FPC? (C. Romig, Vendetti)

Is FPC's requested Net Operating Income of
$359,551,000 ($437,087,000 system) for the 2002
projected test year appropriate? (Revell)

REVENUE REQUIREMENTS

In determining whether any portion of the revenue
held subject to refund by Order No. PSC-01-2313-
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PCO-EI should be refunded, how should the refund be
calculated, and what is the amount of the refund,
if any for FPC? (Revell)

What is the appropriate revenue expansion factor
and the appropriate net operating income
multiplier, including the appropriate elements and
rates for FPC? (Revell)

Should any adjustment be made to FPC’'s annual
operating revenues? (Revell)

Should the Commission classify all wholesale energy
sales one year or longer, regardless of firmness,
as a separated sale for FPC? (Harlow, Colson)

Should FPC be rewarded/penalized for its generating
unit performance in both fossil and nuclear plants?
(Harlow, Colson)

Should FPC be rewarded/penalized for its
transmission reliability performance? (Harlow,

Colson)

COST OF SERVICE AND RATE DESIGN

Is FPC’s proposed separation of costs and revenues
between the wholesale and retail Jjurisdictions
appropriate? (Wheeler)

Are FPC’'s estimated revenues from sales of
electricity by rate class at present rates for the
projected 2002 test year appropriate? (Wheeler)

Is the method used by FPC to develop its estimates
by rate class of the 12 monthly coincident peak
hour demands and the class non-coincident peak hour
demands appropriate? (E. Draper)

What is the appropriate cost of service methcdology
to be used in designing FPC’s rates? (Wheeler)
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If a revenue decrease is ordered, how should it be
allocated among the customer classes? (Wheeler)

What are the appropriate demand charges? (Wheeler)

What are the appropriate energy charges? (E.
Draper)
What are the appropriate customer charges? (E.
Draper)

What are the appropriate service charges? (Hudson)

What are the appropriate Lighting Service (LS-1)
rate schedule charges? (Hudson)

How should FPC’'s time-of-use rates be designed?
(Springer)

What are the appropriate contributiong-in-aid-of-
construction for time-of-use customers opting to
make a lump sum payment for a time-of-use meter in
lieu of the higher time-of-use customer charge?
(E. Draper)

Should FPC’s proposed inverted rate design for the
RS, RSL-1 and RSL-2 rate schedules be approved?
(Hudson)

Is FPC’'s proposal to close the IS-1, IsT-1, Cs-1,
and CST-1 rate schedules and to transfer all
customers currently taking service under these rate
schedules to the applicable ISs-2, IST-2, CS-2, or
CST-2 rate schedules appropriate? (Wheeler, E.
Draper)

What are the appropriate billing demand credits for
the curtailable and interruptible rate sgchedules?
(Colson, Harlow)

What are the appropriate metering voltage
adjustments? (Wheeler) - -
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What are the appropriate delivery voltage credits?
(Springer)

If the Commission decides to recognize migrations
between rate classes, how should the revenue
shortfall, if any, be recovered? (Springer)

Is the method used by FPC to calculate the increase
in unbilled revenues by rate class appropriate?

.(Wheeler)

What is the appropriate monthly fixed charge
carrying rate to be applied to the installed cost
of LS-1 additional 1lighting fixtures for which
there is no tariffed monthly charge? (Wheeler)

What is the appropriate monthly fixed charge
carrying rate to be applied to the installed cost
of additional customer-requested distribution
equipment (including pole offering under rate
schedule LS-1) for which there are no tariffed
charges? (E. Draper)

What is the appropriate level and design of the
charges under the Firm Standby Service (S8S-1) rate
schedule? (E. Draper)

What is the appropriate level and design of the
charges under the Interruptible Standby Service
(88-2) rate schedule? (E. Draper)

What is the appropriate level and design of the
charges under the Curtailable Standby Service (SS-
3) rate schedule? (E. Draper)

Is FPC’s proposal to add a 500 kw minimum billing
demand provision to its IS-2, IST-2, CS-2 and CST-2
rate schedules appropriate? (E. Draper)

FPC proposes to reduce the notice requirement from
60 months to 36 months for standby customers under
rate schedules SS8-1, SS-2 and SS-3 who.wish to
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transfer to firm full reguirements service. Is
this appropriate? (Wheeler)

Is FPC's proposal to lower the minimum amount of
load subject to curtailment from 200 to 25 KW and
eliminate the 500 KW requirement for interruptible
general service (IS) reasonable? (Wheeler)

Should the outdoor 1lighting (OL) and street
lighting (SL) rate schedules be combined into a
single rate schedule 1LS-1 for FPC? (Wheeler)

Should the Commission approve FPC's proposal to
eliminate the time-of-use feature of the

Interruptible rate schedule? (Wheeler)

GRIDFLORIDA ISSUES

What adjustments, if any, should be made to Plant
In Service for the test vyear to reflect the
transfer of FPC's transmission assets to
GridFlorida? (Gardner)

What adjustments, 1f any, should be made to
Accumulated Depreciation for the test year to
reflect the transfer of FPC's transmission assets
to GridFlorida? (Gardner)

What adjustments, 1if any, should be made to
Depreciation Expense for the test year to reflect
the transfer of FPC's transmission assets to
GridFlorida? (Gardner)

What are the appropriate amounts and components of
rate base to transfer and/or allocate to
GridFlorida for FPC? (Groom)

What are the appropriate amounts and components of
capital structure to transfer and/or allocate to
GridFlorida for FPC? (Groom)
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What are the appropriate amounts of revenues and
expenses to transfer and/or allocate to GridFlorida
for FPC? (Groom)

What is the amount of the net increase/decrease in
revenue requirements to the utility due to
participation in GridFlorida for FPC? (Groom)

How should costs associated with FPC's
participation in GridFlorida be recovered? (Groom,
D. Lee, Revell)

In the event the Commission determines that
GridFlorida transmission charges should be
recovered through a cost recovery clause, what is
the appropriate adjustment for transmission costs
in base rates to insure that there is no double
recovery? (Revell)

OTHER ISSUES

Should adjustments be made for the rate base
effects of transactions with affiliated companies
for FPC? (Moniz, Revell)

Should adjustments be made for the capital
structure effects of transactions with affiliated
companies for FPC? (Moniz, Revell, D. Draper)

Should adjustments be made for the net operating
income effects of transactions with affiliated
companies for FPC? (Moniz, Revell)

Is an incentive plan appropriate for FPC and would
it promote cost savings and adequate reliability?
With respect to cost saving measures, how would
ratepayers share in any savings? (Mailhot)

What is the most recent calculation of the
acquisition premium and show any attribution to
FPC. (Slemkewicz)
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Provide a detailed analysis of the cost savings
directly attributable to FPC acquisition for 2001,
2002 and 2003. (Slemkewicz)

What is the impact of the acquisition of FPC by
Carclina Power and Light (Progress Energy) upon
retail rates? (Slemkewicz)

What is FPC’s acquisition premium and should any of
this amount be borne by ratepayers? (Slemkewicz)

Are the CP&L cost allocations to FPC for CP&L-
provided services appropriate? (Moniz, Revell)

PROPOSED PREHEARING
STIPULATED ISSUES

Should FPC be required to file, within 60 days
after the date of the final order in this docket, a
description of all entries or adjustments to its
annual report, rate of return reports, and books
and records which will be required as a result of
the Commission's findings in this rate case?
(Revell)

Respectfully Submitted,

MARY HELTON Staff Counsel
ADRIE VINING, Staff Counsel

FLORIDA PUBLIC SERVICE COMMISSION
Gerald L. Gunter Building

2540 Shumard Oak Boulevard
Tallahassee, Florida 32359-1400
Telephone: (850) 413-6096
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Mr. Paul Lewis, Jr.

Florida Power Corporation
106 East College Avenue
Suite 800

Tallahassee, FL 32301-7740
Representative for Florida
Power Corporation
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Lee Schmudde

Vice President, Legal

Walt Disney World Co.

1375 Lake Buena Drive

Fourth Floor North

Lake Buena Vista, FL 32830
Attorney for Walt Disney World
Co.

James A. McGee, Esq.

Florida Power Corporation

P.O. Box 14042

St. Petersburg, FL 33733-4042
Attorney for Florida Power
Corporation

Wy o ot —

MARY ANN HELTO&C SENIOR ATTORNEY
ADRIENNE E. VINING, STAFF ATTORNEY

FLORIDA PUBLIC SERVICE COMMISSION
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850
Telephone No.: (850) 413-6199
Facsimile No.: (850) 413-6250



