
BEFORE THE FLORIDA PUBLIC SERVICE COMMI 

DOCKET No. 070&0 -El 

In re: Petition of Progress Energy Florida, Inc. to increase base 
rates to recover the full revenue requirements of the Hines Unit 
2 and Hines Unit 4 power plants pursuant to Commission Order 

N 0. PSC-0 5-0945-S-E I 

DIRECT TESTIMONY OF 
JAVIER PORTUONDO 

1 Q. Please state your name and business address. 

2 A. 

3 NC 27601, 

My name is Javier Portuondo. My business address is 410 S. Wilmington Street Raleigh, 

4 

5 Q. By whom are you employed and in what capacity? 

6 A. I am employed by Progress Energy Service Company, LLC, in the capacity of Director of 

7 Regulatory Planning. 

8 

9 Q. What are your duties and responsibilities? 

10 A. 

11 

I am responsible for regulatory planning, cost recovery and pricing functions for both 

Progress Energy Florida (“PEF” or the “Company”) and Progress Energy Carolinas. 

12 

13 Q. What is the purpose of your testimony? 

14 A. The purpose of my testimony is to support the calculation and recoverability of the revenue 

15 requirements that PEF proposes to recover in base rates for its Hines Unit 2 and Hines Unit 4 
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power plants as approved by the Commission in the Stipulation and Settlement Agreement 

that resolved PEF's petition to increase base rates in Docket No. 050078-El. 
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23 

Do you have any exhibits to your testimony? 

Yes. I am sponsoring exhibits JP-1, JP-2, JP-3, JP-4, JP-5, JP-6, JP-7, JP-8 and JP-9 

attached to my testimony. Exhibit JP-1 contains the 2006 revenue requirements of Hines Unit 

2, excluding the unit's non-fuel O&M expenses, which PEF proposes to transfer from the fuel 

cost recovery clause to base rates beginning with the commercial in-service date of Hines Unit 

4. Exhibit JP-2 illustrates the impact to the fuel cost recovery factor due to the transfer of 

Hines Unit 2 revenue requirements from the fuel cost recovery clause to base rates in 

December 2007. Exhibit JP-3 contains the revenue requirements of the projected installed 

cost of Hines Unit 4 subject to the limitations of Rule 25-22.082(15) and the unit's non-fuel 

operating expenses that PEF proposes to recover in base rates beginning on the commercial 

in-service date of the unit. Exhibit JP-4 illustrates the impact to retail rates due to base rate 

recovery of Hines Unit 2 and Hines Unit 4 revenue requirements. Exhibit JP-5 is the test year 

2006 MFR Schedule D-I a (Cost of Capital - 13 Month Average) using an 1 1.75% ROE and 

the capital structure filed in Docket No. 050078-El to calculate Hines Unit 2 and Hines Unit 4 

revenue requirements for base rate recovery. Exhibit JP-6 is page 128 of the January 3,2003 

Special Agenda Transcript in Docket No. 020398-EQ (Bid Rule). Exhibit JP-7 is the test year 

2006 MFR C-44 (Revenue Expansion Factor) of the Net Operating Income Factor (1.6315%) 

used to derive Hines Unit 4 revenue requirements on Exhibit JP-4. Exhibit JP-8 is the 

Stipulation and Settlement Agreement and Order No. PSC-0945-S-El that resolved the 

Company's petition to increase base rates in Docket No. 050078-El. Exhibit JP-9 illustrates 
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the impact of base rate recovery of Hines Unit 2 and Hines Unit 4 revenue requirements on 

interruptible and curtailable credits. 

What is the total Hines Unit 2 revenue requirements that PEF proposes to transfer from 

the fuel cost recovery clause to base rates? 

As shown on Exhibit JP-1, PEF proposes to transfer $36.3 million of depreciation expense and 

return from the fuel cost recovery clause to base rates in accordance with the Stipulation and 

Settlement Agreement in Docket No. 050078-El of PEF’s base rate review proceeding. 

What ROE and capital structure was used to calculate the Hines Unit 2 revenue 

requirements for base rate recovery? 

As shown on Exhibit JP-5 and as stated in the Stipulation and Settlement in Docket No. 

050078-El (Exhibit JP-8) , an 11.75% ROE and the capital structure set forth in the test year 

MFR Schedule D- la  was used to calculate the Hines Unit 2 revenue requirements. 

When will PEF transfer the Hines Unit 2 revenue requirements from the fuel cost 

recovery clause to base rates? 

The revenue requirements will be transferred to base rates upon the commercial in-service 

date of Hines Unit 4. 

When is Hines Unit 4 expected to begin commercial operations? 

PEF expects Hines Unit 4 to begin commercial operations on December 1, 2007. 

23 
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When will PEF change its base rates to account for recovery of Hines Unit 2 revenue 

requirements? 

PEF’s base rates will be revised beginning with the first billing cycle of December 2007. 

When will PEF adjust its fuel rates to account for the transfer of Hines Unit 2 revenue 

requirements from the fuel cost recovery clause to base rates? 

PEF proposes to account for the transfer of Hines Unit 2 revenue requirements from the fuel 

cost recovery clause to base rates in its calculation of its 2008 fuel cost recovery factors which 

historically would be effective the first billing cycle of January 2008. The impact of any 

overlunder recovery of fuel revenues due to continued recovery of Hines Unit 2 revenue 

requirements in December 2007 would be reflected in PEF’s calculation of its prior period 

recovery true up, with interest, as part of its 2008 fuel cost recovery factors filing. 

What is the impact to the fuel cost recovery factor due to the transfer of Hines Unit 2 

revenue requirements from the fuel cost recovery clause to base rates? 

As shown on Exhibit JP-2, the 2007 levelized fuel cost recovery factor decreases 87 cents per 

kWh (adjusted for line losses) from 5.132 to 5.045. 

What are the total Hines Unit 4 revenue requirements that PEF proposes for base rate 

recovery? 

As shown on Exhibit JP-3, PEF proposes to recover $52.4 million through base rates which 

includes the full revenue requirements of the installed cost of Hines Unit 4 subject to the 

limitations of Rule 25-22.082( 15) and the unit’s non-fuel operating expenses. 
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What is the total current estimated Hines Unit 4 project costs included in the calculation 

of revenue requirements? 

As shown on Exhibit JP-3, the total project costs included in revenue requirements for Hines 

Unit 4 are $327.1 million (System). 

Do the total current estimated Hines Unit 4 project costs exceed the need case 

estimates? 

Yes. PEF expects the final total cost of the project, including associated transmission facilities 

to be approximately $327.1 million (System) or 14.33% more than the estimate in the need 

case of $286.1 M. As stated in the Direct Testimony of Kevin Murray, PEF expects the final 

generating costs to be $267.0 million versus the $248.5 million estimate in the need case, As 

stated in the Direct Testimony of Gary Furman, PEF expects the final transmission costs to be 

$60.1 million versus the need estimate of $37.6 million. 

How did PEF select the Hines Unit 4 power plant as its next planned generation facility? 

In 2003, through its rigorous integrated resource planning process, PEF identified the need for 

500MW of power and identified Hines Unit 4 as its most cost-effective self-build option to meet 

that energy need. In accordance with Rule 25-22.082, F.A.C., PEF prepared a RFP, which it 

issued on October 7, 2003, to compare the cost-effectiveness of Hines Unit 4 against other 

generating alternatives. PEF issued the RFP in 2003 in order to be able to meet the 

December 2007 in-service date and to maintain its 20% reserve margin obligation if it chose 

the self-build option. PEF analyzed the bids from late 2003 and into 2004. The Company 
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could not reasonably enter into contracts with vendors until it completed its bid evaluation. 

This meant that by the time it selected the self-build option and filed its Need case with the 

Commission in August 2004, the company was working off of the cost estimates against which 

it had compared all of the other bidders. It would have been impossible to go back and start 

the process over at that point in 2004 and meet PEF’s commitment to provide 20% reserves. 

What was the estimated cost of the Hines Unit 4 generating plant and associated 

transmission facilities? 

PEF estimated generation and transmission costs to be approximately $248.5 million and $37.6 

million, respectively, including Allowance for Funds Used During Construction (“AFUDC”). 

Should the Commission approve recovery of Hines Unit 4 project costs in excess of the 

need case estimates? 

Yes. As stated in the Direct Testimonies of Kevin Murray and Gary Furman, costs in excess 

of Hines Unit 4 need estimates were prudently incurred and outside the control of the 

Company; therefore, the Commission should approve recovery of these costs. Per the 

amended Bid Rule (Rule 25-22.082(15)) which the Commission adopted in Order PSC-03- 

0653-FOF-EQ) if a public utility selects a self-build option, costs in addition to those identified 

in the need determination are recoverable if the utility “can demonstrate that such costs were 

prudently incurred and due to extraordinary circumstances.” Commissioner Baez, who 

proposed the language during the Special Agenda Conference where the Commission 

adopted the rule, indicated that “extraordinary circumstances” was a concise way of saying 

“unforeseen and beyond [the utility’s] control.” See Docket No. 020398-EQ, Special Agenda 
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Transcript (Jan. 3, 2003), p. 128 attached as Exhibit JP-6. 

Q. What ROE and capital structure was used to calculate the Hines Unit 4 revenue 

requirements for base rate recovery? 

A. As shown on Exhibit JP-5 and as stated in the Stipulation and Settlement in Docket No. 

050078-El (Exhibit JP-8) , an 11.75% ROE and the capital structure set forth in the test year 

MFR Schedule D- la  was used to calculate the Hines Unit 4 revenue requirements. 

Q. When will PEF adjust its base rates to account for recovery of Hines Unit 4 revenue 

requirements? 

PEF's base rates will be adjusted the first billing cycle of December 2007. A. 

Q. What is the impact to Retail rates due to base rate recovery of Hines Unit 2 and Hines 

Unit 4 revenue requirements? 

A. As shown on Exhibit JP-4, Retail rates will increase 7.45%. This percentage increase will be 

uniformly applied to PEF's demand and energy base rate charges including it voltage credits, 

demand credits, power factor adjustment and premium distribution service rate. This increase 

will be partially offset by a decrease in the fuel cost recovery factor due to the transfer of Hines 

Unit 2 revenue requirements from the fuel cost recovery clause to base rates. 

Q. What is the impact of base rate recovery of Hines Unit 2 and Hines Unit 4 revenue 

requirements on interruptible and curtailable credits? 

A. As shown on Exhibit JP-9, interruptible and curtailable credits increased from $22.1 million to 
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1 $23.7 million. 
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3 Q. Does this conclude your testimony? 

4 A. Yes. 
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Progress Eenrgy Florida 
Hines Unit 2 - Revenue Requirements 
Calculation of Retail Depreciation and Return 

-El  
Witness: J. Portuondo 

Exhibit JP-1 

Docket No. 

1 m  
2 Beginning Balance 
3 Add Investment 
4 Less Retirements 
5 Ending Balance 

6 Production Plant 
7 Beginning Balance 
8 Add investment 
9 Less Retirements 
10 Ending Balance 
11 Average Balance 
12 Depreciation Rate (3.7% annual rate) 
13 Depreciation Expense 
14 Less Retirements 

Dec-OB TOTAL Jan-OB Feb-OB Mar-OB Apr-OB May-06 Jun-OB Jui-OB Aug-06 Sep-06 Oct-OB Nov-OB 

$2,206,196 $2,206.196 $2,206.196 $2,206,196 $2,206.196 $2,206,196 $2,206,196 $2,206,196 $2206,196 $2206,196 $2,206.196 $2,206,196 $2.206.196 

2,206,196 2.206.196 2,206,196 2,206,196 2,206.196 2,206,196 2,206,196 2,206,196 2,206,196 2,206.196 2,206,196 2,206,196 2,206,196 

239,413,368 238,536,196 239,674,458 239,825,068 239,985,701 240,154,353 240,329,607 240,508,868 240,691,334 240.876.364 241,063,521 241,252,379 239.413.368 
122.8X 138.2GZ 150,510 160.613 168 .69  175.254 17'J,261 182,466 185,030 187,157 188,858 186,506 2,025,517 

239,536.196 239,674,458 239,825,068 239.985.701 240.154.353 240,329.607 240.508.868 240.691.334 240,876,364 241,063,521 241,252.379 241,438.885 241,438,885 
239,474,782 239,605,327 239,749,763 239.905.385 240.070.027 240,241,980 240,419238 240.600,101 240.783.849 240,969,943 241,157.950 241,345.632 240,360.081 

0.308333% 0.308333% 0 308333% 0.308333% 0.308333% 0.308333% 0.308333% 0.308333% 0.308333% 0.308333% 0.308333% 0.308333% 3.700000% 

738.380 738,782 739.228 739.707 740.215 740,745 741,292 741,850 742,416 742,990 743,570 744.148 8.893.323 

15 Beginning Balance Depreciation 17,939,984 18,678,364 19,417,146 20,156,374 20,896,081 21,636,296 22,377,041 23,118,333 23,860,183 24,602,599 25,345,589 26,089,159 17,939,984 
16 Ending Balance Depreciation 18,678,364 19,417,146 20,156,374 20,896,081 21,636,296 22.377.041 23.1 18,333 23,860.183 24,602,599 25,345,589 26,089,159 26,833.307 26.833307 

17 Transmission Station Equip 5,135,21 5,135,21 5.1 35.21 1 5,135.21 1 5.135.21 1 5.135.21 1 5.135.211 5.135.211 5.135211 5.135,211 5'135'211 5,135,211 18 Beglnning Balance 5,135,211 
19 Add investment 
20 Less Retirements 
21 Ending Balance 
22 Average Balance 

5,13521 1 
5,135,211 

5,135,21 5,135,211 5,135,211 5,135,211 5,135.21 1 5.135.21 1 5,135,211 5.135211 5*135-211 5*1353211 5'135211 5'135211 

5,135.21 1 5,135,211 5,135,211 5,135,21 1 5,135.21 1 5,135.21 1 5.135.21 1 5.135.21 1 5.135211 5,135,211 5.135,21 5,135'21 

23 Depreciation Rate (2.2% annual rate) 0 183333% 0 183333% 0.183333% 0.183333% 0.183333% 0.183333% 0.183333% 0.183333% 0.183333% 0.183333% 0 183333% 0 183333% 2.200000% 
24 Depreciation Expense 9,415 9.415 9,415 9,415 9.415 9,415 9,415 9.415 9,415 9.415 9,415 9,415 112.980 
25 Less Retirements 
26 Beginning Balance Depreciation 223,716 233,131 242,546 251,961 261.376 270,791 280,206 289.621 299,036 308,451 317,866 327.281 223,716 
27 Ending Balance Depreciation 233,131 242,546 251.961 261,376 270.791 280.206 289,621 299.036 308.451 317.866 327.281 336,696 336,696 

28 Total Depreciation 
29 Total Depreciation Expense 747,795 748,197 748,643 74Y,122 749.630 750.160 750,707 751,265 751,831 752,405 752.985 753,563 9,006,303 

27,170,003 30 Total End Balance Depreciation 10.91 1.495 19,659,692 20,408,335 21,157,457 21,907,087 22,657,247 23,407.954 24,159,219 24.91 1,050 25,663,455 26,416,440 27,170,003 

31 Return 
32 Beginning Net Investment 240,926,537 227,966,108 227.356.173 226,758,140 226,169,651 225,588,673 225,013,767 224,442.321 223.873.522 223,306,721 222,741,473 222,177,346 240.926.537 
33 Ending Net investment 227,966,108 227,356,173 226,758,140 226,169.651 225.588.673 225,013.767 224,442,321 223373.522 223,306,721 222,741.473 222.177.346 721,610,289 221,610.289 
34 Average investment 234.446.323 227,661.141 227,057,157 226,463,896 225,879,162 225.301.220 224.728.044 224,157.922 223,590,122 223,024,097 222.459.410 221.893.818 225,553.854 
35 Allowed Equity Return (1) .57083% .57083% .57083% .57083% 57083% .57083% .57083% .57083% .57083% .57083% .57083% .57083% 6.85000% 
36 Equity Component After Tax 1,338,290 1,299,550 1,296,110 1,292,724 1,289,386 1,286,087 1,282,815 1,279,561 1,276.319 1273.088 1,269,865 1,266,636 15,450,439 
37 Conversion to Pre-tax (2) 1.62800 1.62800 1.62800 1.62800 1.62800 1.62800 1.62800 1.62800 1.62800 1.62800 1.62800 1.62800 25,153,313 1.62800 
38 Equity Component Pre-Tax 2,178.736 2,115,680 2,110,067 2,104,555 2,099,120 2,093,750 2,088,423 2,083,125 2,077,847 2.072587 2.067.340 2.062.083 
39 Allowed Debt Return (1) .17000% .17000% .17000% .17000% .17000% 17000% .17000% .17000% .17000% .17000% .17000% .I 7000% 2.04000% 
40 Debt Component 398,559 387.024 385,997 384,989 3 8 3,9 9 5 383,012 382.038 381.068 380.103 379.141 378.181 377.219 4,601,326 
41 Total Return Requirements 2,577,295 2,502,704 2,496.064 2,489,544 2,483,115 2.476.762 2,470,461 2,464.193 2,457,950 2,451,728 2,445,521 2,439,302 29,754,639 

42 Total Depreciation & Return 
43 Total Depreciation 8 Return 3,325,090 3.250.901 3,244.707 3,238.666 3,232.745 3,226,972 3,221,168 3,215,458 3,209,781 3,204,133 3,198,506 3,192.865 38.760.942 
44 Production Base Separation Factor 93.753% 93.753% 93.753% 93.753% 93.753% 93 753% 93 753% 93.753% 93.753% 93.753% 93.753% 93.753% 93 753% 
45 Retail Depreciation & Return $3.1 17,372 $3,047.817 $3.042.010 $3,036,347 $3,030,795 $3,025,336 $3,019,942 $3,014,588 $3,009,266 $3,003.971 $2.998.695 $2,993,407 $36,339,546 
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Exhibi t  JP-2 

SCHEDULE E l  (Amended 10106) 
Progress Energy Florida 

Fuel and Purchased Power Cost Recovery Clause 
Estimated for the Period of : January Through December 2007 

Current Approved Rate -Revised t o  Exclude Hines Unit  2 Annual Depreciation & Return 

DOLLARS MWH CENTSIKWH 
Fuel Cost of System Net Generation 

Spent Nuclear Fuel Disposal Cost 

Coal Car Investment 
Adjustment to Fuel Cost 

1,865,445,051 

5,591,566 

2,781,762 

3,323,608 

37,313,075 
5,948,474 

0 

0 

37,313,075 

4.99944 

0.09400 

0.00000 
0.00000 

5.03079 

4.38529 

0.00000 
8.60322 
0.00000 

0.00000 
3.491 48 

4.27080 

0.00000 
0.00000 
5.53039 
0.61449 

0.00000 
0.00000 

5.48293 

5.55264 

4.80344 

0.01116 
0.01639 

0.30776 

5.1 3675 
5.1 31 05 

5.1 3901 

5.1 5864 

(0.11384) 

5.04480 

1.00072 

5.04844 

(0.00379) 

5.04465 

5.045 
5.132 

(0.087) 

TOTAL COST OF GENERATED POWER 1,877,141,986 

Energy Cost of Purchased Power (Excl. Econ & Cogens) (E7) 261,990,517 

0 Energy Cost of Sch. C,X Economy Purchases (Broker) (E9) 
5,974,305 

0 
662,478 

0 
0' 

4,560,548 

11,197,331 

Energy Cost of Economy Purchases (Non-Broker) (E9) 
Energy Cost of Schedule E Economy Purchases (E9) 
Capacity Cost of Economy Purchases (E9) 
Payments to Qualifying Facilities (E8) 

56,994,410 

0 
0 

159,230,743 

478,215,670 TOTAL COST OF PURCHASED POWER 

TOTAL AVAILABLE KWH 48,510,406 

Fuel Cost of Economy Sales 

Gain on Economy Sales - 80% 

Fuel Cost of Other Power Sales 

Gain on Other Power Sales 

Fuel Cost of Unit Power Sales 

Gain on Unit Power Sales 

Fuel Cost of Stratified Sales 

(E6) 

(E6) 

(E61 

(E6) 
(E6) 

(E61 
(E6) 

0 
0 

(19,584,223) 

(2,176,024) 

0 
0 

(164,945,256) 

(186,705,503) 

0 
0' 

(354,120) 

(354,120) 

0 
0 

(3,008,342) 

(3,362,462) 
0 

TOTAL FUEL COST AND GAINS ON POWER SALES 
Net Inadvertent Interchange 

TOTAL FUEL AND NET POWER TRANSACTIONS 2,166,652,153 45,147,944 

Net Unbilled 

Company Use 
T & D Losses 

4,711,516 
6,916,946 

129,882,174 

(98,066) 

(1 44,000) 
(2,703,944) 

Adjusted System KWH Sales 
Wholesale KWH Sales (Excluding Supplemental Sales) 

2,168,652,153 

(70,382,145) 
42,201,914 
(1,371,690) 

Jurisdictional KWH Sales 

Jurisdictional KWH Sales Adjusted for Line Losses x 
2,098,270,008 

1.00382 2,106,285,399 

40,830,224 

40,830,224 

Prior Period True-Up (Sch E l -A)  

Totai Jurisdictional Fuel Cost 

Revenue Tax Factor 

Fuel Cost Adjusted for Taxes 

GPlF +* 
Fuel Factor Adjusted for taxes including GPlF 

(46,480,257) 

2,059,805,142 

40,830,224 

40,830,224 

2,061,288,202 

(1,547,048) 

2,059,741,154 

40,830,224 

40,830,224 

40,830,224 

Total Fuel Cost Factor (rounded to the nearest ,001 cents/ KWH) 
Total Fuel Cost Factor (rounded to the nearest ,001 cents/ KWH) currently approved 

Difference 

' For Informational Purposes Only 

** Based on Jurisdictional Sales 



Progress Energy Florida 
Hines Uni t  4 - Revenue Requirements 
Year 2008 

Line 
No. 

1 Estimated In-Service Date 12/1/07 
2 
3 Annualized Rate Base 
4 Electric Plant in Service 
5 Accumulated Reserve for Depreciation 
6 Fuel Inventory 
7 
8 Total Annualized Rate Base 

9 
10 Annualized NO1 
11 O&M 
12 Depreciation Expense 
13 Property Taxes 
14 Payroll Taxes & Benefits 

- 

Working Capital - Income Taxes Payable 

15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

Income Taxes - 
Direct Current & Deferred 
Imputed Interest 

Manufacturing Tax Benefit 
Total Annualized NO1 

Calculation of Revenue Reauirement 
Fully Adjusted Cost of Capital (MFR D - I )  
NO1 Requirement (Line 8 * Line 23) 
NOi Deficiency (Line 24 less Line 19) 
Net Operating Income Multiplier (MFR C-44) 

Revenue Reouirement (Line 25 * Line 26) 

5 U  

31 
32 
33 
34 
35 
36 Short Term Debt 
37 Customer Deposits 
38 JDlC 
39 
40 
41 
42 

Calculation of Taxes on Imputed Interest 
Weighted Cost of Debt Capital (MFR D-I) 

Long Term Debt Fixed Rate 
Long Term Debt Variable Rate 

Docket No. - E l  
Witness: J. Portuondo 

Exhibit  JP-3 

(Doliars In Thousands) 

Generation Trasmission Total 

Separation Retail Separation Retail Retail 
System Factor Jurisdictional System Factor Jurisdictional Jurisdictional 

$267 004 93 753% $250,324 $60 071 70 597'0 $42,408 $292,732 
(5,153) 93 753% (4,831) (616) 70 597% (435) (5,266) 
1,100 89884% 989 0 0 989 

(3,988) (3,727) (591) (442) (4,169) 
$258,963 $242,754 $58,864 $41,531 $284,286 

SI ,873 93 753% $1,756 SO 70 597% $0 $1,756 
10,306 93 753% 9,663 1,231 70 597% 869 10,532 
2,600 91 926% 2,390 600 91 926"o 552 2,942 

453 91 670% 41 5 0 0 41 5 

(533) 91.251% (486) 0 0 (486) 
($6,724) ($6,283) ($650) ($538) ($6,821) 

8 . a ~ ~  
$23,022 
$29,746 

1.6315 

$48,530 

1.88% 
0.00% 
0 .0 2% 
0 13% 

93.67% 

8.89% 8.89% 
$21,581 $5,233 
$27,864 $5,883 

1.6315 1.631 3 

$45,460 $9,597 

1.88% 1.88% 
0.00% 0.00% 
0.02% 0.020:o 
0.13% 0.139'0 

71.90% 

8.89% 8 89?h 
$3,692 $25,273 
$4,230 $32,094 
1.631 3 16313 

$6,900 

1.88% 
0.00% 
0.02% 
0.13% 

0.04?0 0.04% 0.04% 0.04% 
2.07% 2.07% 2.07% 2.07% 

Imputed Interest (Line 8 * Line 39j 
Income Taxes on Imputed Interest at 38.575% 

$5,443 
($2,100) 

$5,102 $1,231 
($1,968) ($475) 

$869 
($335) 

$52,354 

Page 3 of 7 
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7 45% 

DEVELOPMENT OF UNBILLED REVENUE @ PRESENT RATES AND SUMMARY OF TOTAL CLASS REVENUES 1 
(1) (21 (31 (41 (51 (61 (71 (81 (91 (101 (111 (121 (13) 

Line 

- 
1 I SALES 

2 
3 
4 

5 
6 
7 

0 
9 
10 
11 

12 

13 
14 

15 

16 
17 

18 

19 

20 

21 

22 

23 
24 

25 II OTHER 

26 

27 

20 
29 

30 
31 

GS-1 

GS-2 

GSD 

cs-1, cs-2, CS-3 

IS-I, IS-2, IS-3 

ss- I  

ss-2 

SS-3 

LS-1 

1,353,988 

85,622 

15,105,869 

356,624 

2,293,952 

14,661 

166.747 

1,842 

333,325 

TOTAL 40,148,246 

LS-1 
FlXlURE 

MAINTENANCE 

POLES 

TOTAL OTHER REVENUE 

32 Ill TOTAL CLASS REVENUE 

63,877 14,760 49,117 

2,526 1,354 1,172 

345,598 8.092 337,506 

6.712 17 6,695 

36.91 1 640 36,271 

618 18 600 

4,563 18 4,545 

226 1 225 

5,680 860 4,820 

1,503 

95 

16.777 

396 

2,548 

17 

186 

2 

370 

1.348.993 159,019 1.1 89.974 44.591 

24,669 

8.760 

18.260 

16 51,689 

$ 1,400,682 

36 28 55 63,932 49,171 

13 69 1 2,527 1,173 

22 34 375 

1877 7 

15 81 40 

40 92 1 

27 25 5 

122 32 0 

14 46 5 

1,322 

345,973 

6,720 

36,951 

618 

4,568 

226 

5.685 

1,350,314 

337,880 

6,702 

36.312 

601 

4,550 

226 

4,825 

$ 1,191.296 

$ 24,669 $ 24,669 

8,760 8,760 
18.260 18.260 

- J 51,689 $ 51,689 

$ 1,322 $ 1,402,004 $ 1,242,985 

7 45% 

7 45% 

7.45% 

7.45% 

7.45% 

7.45% 

7.45% 

7.45% 

7.45% 

3,661 67,592 

87 2,615 

25.156 371,128 

499 7,219 

2,703 39.655 

45 663 

339 4,907 

17 243 

359 6,044 

$ 88.694 $ 1,439,008 

7.45% 

$ 24,669 

8.760 
18,260 

J 51 689 

$ 88.694 $ 1,490.698 

52,832 

1,261 

363,036 

7,201 

39,015 

645 

4,888 

242 

5,184 

$ 1,279,990 

Components of Increase - 
12a. Hines Unit 4 $ 52.354 

n12b.HinesUnit2 0 36,340 

$ 88,694 
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SCHEDULE D-la Cost of Capital - 13-Month Average Page 1 of 3 

FLORIDA PUBLIC SERVICE COMMISSION 

Company: PROGRESS ENERGY FLORIDA INC 

Explanation: Provide the Company's 13-month average cost of capital for the test 
year, the prior year, and historical base year. 

Type of data shown: 
X Projected Test Year Ended 12/31/2006 

Prior Year Ended 12/31/2005 

Historical Year Ended 12/31/2004 

Witness: Portuondo 

- 
- 

__ 
Docket No. 050078-El 

Jurisdictional 

Line Co Total Specific Pro Rata System Jurisdictional Capital cost Weighted 

No. Class of Capital Per Books Adjustments Adjustments Adjusted Factor Structure Ratio Rate Cost Rate 
1 
2 Common Equity $2,715,814 $874,683 ($8,126) $3,582,371 74.93% $2,684,417 57.83% 11.75% ' 6.80% 

3 Preferred Stock 33,497 (100) 33,397 74.99% 25,044 0.54% 4.51% 0.02% 

4 Long Term Debt - Fixed 2,131,302 (97,379) (6,377) 2,027,546 75.00% 1,520,653 32.76% 5.73% 1.88% 

5 Short Term Debt * 72.288 (38,652) (216) 33,420 75.25% 25,148 0.54% 4.04% 0.02% 

6 Customer Deposits 
7 Active 136,401 (408) 135,993 74.99% 101,979 2.20% 5.92% 0.13% 

8 Inactive 0 0 0 0.00% 

9 Investment Tax Credit 
10 Post '70 Total 26,572 1,587 (80) 28,079 0 

12 Debt ** 0 74.98% 7.568 0.16% 5.73% 0.01% 

14 FAS 109 DIT- Net (56,547) (5,098) 169 (61,476) 74.97% (46,088) -0.99% 

11 Equity ** 0 74.98% 13,485 0.29% 11.68% 0.03% 

13 Deferred Income Taxes 407,236 6,596 (1,218) 412,614 74.99% 309,400 6.67% 

15 

16 Total 

17 

18 
19 

20 

21 

$5,466,563 $741,737 ($16,356) $6,191,944 74 96% $4,641,606 100 00% 8.89% 

L L  

23 

24 
Supporting Schedules Recap Schedules 
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1 
2 

3 
4 
5 

6 

7 
8 

9 

IO 
11 

1 2  

13  

14 
15 
16 
17 

18 
19 
20 

21 
22 

23 

24 
25 

I 228 

t h i n k  i f  we delete the word “prudently,” a l though that’s OUT 
Jrrent practice, the plain meaning OF the rule would be t h a t  

11 costs t h a t  cum under the extraordinary c i  rcumstances woui d 
2 recovered. 

11 need t o  correct me i f  I’m wrong, i f  we leave prudently 

ncurred due t o  extraordjnary circumstances. 

I t h i n k  we acccmplished the same th ing,  and you 

~ ~ ~ ~ ~ ~ S I U ~ E ~  3AEZ: I don’t have a problem w i t h  t h a t  
od i f ica t ion .  I t h i n k ,  i f  a n y t h i n g ,  it just  c la r i f ies ,  

~ ~ ~ I R ~ ~  SABER: And then t o  convo’tule it just a 

i t t l e  b i t  more, you see a distinction between extraordinary 
ircumstances and unforeseen and beyond i t s  control? 

C ~ ~ ~ ~ S S ~ U ~ ~ ~  BAEZ: I just thought i t  was - -  I don’t 
ee necessarily a distinction, I t h ink  i t ’ s  just a I - i t t l e  b i t  

ore concise, 

~~~~~~~ JABER: Okay. f could support t h a t .  1 just 
‘ i d n ’ t  - -  f don’ t  t h i n k  deleting ”prudently” necessarily 
mplies what we do normally will apply here. 

C O ~ ~ ~ ~ ~ ~ ~ ~ E ~  BAEZ: So then your modi T - i c a t i  on woul d 
le for i t  t o  read ”prudently incurred and due to extraordinary 
:i rcumstances”? 

~ ~ ~ ~ ~ ~ ~ ~ r ~ ? ~ € R  PALECKI: I would second the m o t i o n  - -  

~~A~~~~~~ JABER: Yes, 

~ ~ ~ ~ ~ i I S ~ ~ ~ ~ ~ E ~  PALECKI : - - as modi t i e d .  

CHAIRMAN JABER: Fie1 1, hang on. Commissioner 
3rad’ley - -  actually, I t h i n k  there was a motion and a second, 

FLORIDA PUBLIC SERVICE COMMISSION 
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Exhib i t  JP-7 

SCHEDULE C-44 

FLORIDA PUBLIC SERVICE COMMISSION 

Revenue Expansion Factor REVISED 8-1-05 

Provide the calculation of the revenue expansion factor 
for the test year 

Page 1 of 1 

Explanation: Type of data shown: 

Company: PROGRESS ENERGY FLORIDA 

Docket No. 050078-El Witness: Poduondo 

XX Projected Test Year Ended 12/31/2006 
__ Prior Year Ended 12/31/2005 

(A) 
Line Description Percent 

No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 

Revenue Requirement 
Less, 
Gross Receipts Tax Rate 

Regulatoly Assessment Rate 

Uncollectible Accounts 

Net Before Income Taxes 

State Income Tax Rate 

State Income Tax 

Net Before Federal Income Tax 

Federal Income Tax Rate 

Federal Income Tax 

Revenue Expansion Factor 

24 Net Operating Income Multiplier 

25 
26 
27 Note: Gross receipts taxes are not included in Base rates in this filing. 

100.0000% 

0.0000% 

0.0720% 

0.1444% 

99.7836% 

5 5000% 

5.4881% 

94.2955% 

35.0000% 

33.0034% 

61 2921% 

1.6315% 

Recap Schedules: Supporting Schedules: 
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Exhibit No. - (JP-8) 

The following Conmissioners participated in the disposition of th is  matter: 

BACKGROW 

00 April 29,2005, Pmgms Energy Florida, Inc. PEF) f ikd  a petition for approval of a 
permment increase in rates and charges sufficient to generate additional total 2mxd revenues of 
$205,556,000 beginning J m u q  1, 2006. fa support of its pelitition, PEE: filed new rate 
schedules, testimony, 3k!,7i” Filing Requirtmats (MFXs), a Nuclear Decommissiorulng 
Stndy, Fossil Dismartlement Study, and Depseciation Study. By Order No. PSC-05-0694-PCO- 
El, issued June 24, 2005, we suspended BEF’s proposed new rate schedules to allow our staf€ 
md i n t e r ”  su€Ecient time t o  adequately and ihoroughly examin:: the basis for the proposed 
ncw rates. 

As pa? offOis proceedkg, we conducted smice  heari?gs at the following locanons in 
PEF’s sewice territory: Ocdz, St. Petenburg, Clearwater, and Tdlahassee. A formal 
administrative hezing w?s scheduled for September 7 - 16,2005. The Oscz ofPublic Comsei 
(OPC), AM@, the Florida hdusQid Power Users Groci, (FIPUG), %%te Sprkgs A ~ c u l T ~ r d  
Chenicals, Inc. (WS), the Florida Retail Federatioo pa), Comaereid Groy  (CGj, h d d y  L. 
Hmsm and the S u g m i l l  Woods Civic Association, Inc. (SMV), md the Flor;lda Attorney 
@nerd (AG) were g a t e d  inkwenor status. 

On Sqmnber 1, &e parties filed a joint motion for approval of a Stipulatjon a d  
Serr!ment Agreement (Stipulation)’, between all paties to resolve a11 maaers in this proceeding. 
Our staff rzvleved fhe Szipiilxion and Settlement thoroughly, and probided iis analysis to QS at 
the start of om teclmkd hea5ng on September 7 ,  a3.r which time this Commission “ l e d  Irs 
vote on &e matter. 
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configuration or structure to address independent translnission systan governance or 
operation. Tbe parties to fhe Stipulation may participate in any proceeding relating to the 
recovery of costs contenrplated -in this provision for the purpose of challenging the 
reasonablmess and pmdency of such costs, @bragraph 9) 

o PEF will continue collecting its stonn meme deficiency as provided in Order No. PSC- 
05-0748-FOF-EI; however, PEF reserves the right to petition the Conmission for 
approval to either. (a) securitize (1) any or all ofits storm reserve defkiency as set forth 
in Order PSC-05-0748-FUF-E1, or (2) an amount necessasy to replenish PEF’s reserves 
for nonicatastrophic storms, or both; OT (b) increase its base rates or to impose a separate 
charge to collect and accrue reserves for Don-catastrophic storms witbout the application 
of any fom of e-gs test or measure and irrespective of previous or current base rate 
earnings. Those Parties who have filed notices of appeal of Order No. PSC-05-0748- 
FOF-El will withdraw their appeals. In the event PEF collects any remaining storm 
deficiency or collwB and ~ G M U C S  for future non-catastrophic storm events pursuant to 
Section 366.8260, Florida  statute^, the paides agree to negotiate in good fdtb for an 
optional tariff rider whsreby a class of demand-metered customers may pay Its pro rata 
share of my remaiuing uncollected 2004 s b m  cost deficiency as established in 
Commission Order PSC-05-0748-FOF-EI though a charge over a period of no more than 
two years. (Paragraph 10) 

e PEF will continue to swpend accruals tu its reserve for nuclear decommissioning and 
fossil dismantlement, and shall apply the depreciation rztes consistent with ihose in 
PEF’s Depreciation Study, as modified by Exhibit 2, attached to the Stipolatbn. 
( R ” h  11) 

9 Beginning on the commercial in-service date of Hines Unit 4, PEF will further increase 
its base rates to recover the full revenue requirements of the installed cost of Mines Unit 4 
and the unit’s aon-fie1 o p a t h g  expenses. PEF will recover annually through the Fuel 
md Purchased Power Cost Recovery Clause (Fuel Clause) the 2006 full revenue 
requirements of the instded cost of Hiaes Unit 2, excluding the unit’s non-fu~l 
Operations and Maintenance fO&M) expenses. Upon thz, commercial in-service date of 
Eries Unit 4, PEiF will .transfer the recovery of €lines Unit 2’s 2006 iull reveme 
requirements, excluding the wit’s non-fuel O&M expepsas, from the fuel cost recovery 
clause to base rates by decreasing P3F’s &el charges and increasing its base rates 
accordiagiy. fl’aragrqb 12) 

a PEF will be authorized to accelerate ?he amortization of the regulatory assets for FAS 109 
Deferred Tax Benefits Previously Flo~led il[?lrough, Ummodzed Loss on Reacquired 
Debt, and Interest on Income Tax Deficiency over the term of the Stipulation. PEF‘s 
adjvsted equity ratio will be ~appcd at 57.83%. @“graph 13) 

e PEF wilI continue to operate w%hou~ an authorized return on equity (ROE) range €or the 
pspose of addressing eamings levels, and the PJpufariofi’s sha-hg mechanism will be 
the mechanism to address earnings levels. However, for purposes other than reporting or 
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assessing earnings (such its cost recovery clauses or .4.l?lJDC), PEF will use 11.75% as its 
ROE, and the mudl AFuaC rate will be 8.848%. (Paragraph 14) 

PEF will continue to collect its pst-Septembm- 11, 2001, inrrmental secUs3ty costs 
t'lrough the Capacity Cost fiec0t.q Clause, and PEF's carrying costs of h e 1  inventory 3n 
transit and fuel procurement O&M costs will be collected through the fuel recovery 
clause. (Paragraph 16) 

New capital costs for expedkres  recovered through the Environmental Cost Recovery 
Clause will be allocated, for the purpose of clause recovery, consistent with PEF's 
current cost of service methodology. (Paragraph 18) 

PEF will CohtinUe to focus on its customer servjce and reliability consistent with 
Commission standards and good utility practice. (Paragraph 19) . 

Most of the tams of the Stipulation and Settlement appear to be self-explanatory. Still, 
we believe that several provisions merit comment or clarification so that as fbll an understanding 
of the parties' intent can be reflected in this Order before the Stipulation is implemented., Based 
on the parties' discussioas With OUT staff a-nd discussions during ow September 7 vote to approve 
~e Stipulation, we understand that tbe parties agree with the clarifications discussed below. 

Under Paragraphs 2 and 15, Exbibit 1 to the Stipulation sets farfa a number of changes to 
PEF's cost of service and rate design matters. Notably, fhe Stipulation provides for increases to 
the lighting snvices schdde, both for the fixture and maintenance charges for most of the 
k t u r e  types as well as an increase in the charge for many of the poles. The other notable charge 
is the addition of a late payment charge, which provides that late payments shdl be assessed 
either $5 OT 1,5%, whichever is greater. h all, #e changes listed 011 Ekhi'oit 1 will generate an 
additional $15 million in revenue per year, which will be subject to the revenue sharing, but 
which will not adjust the sharing threshold as addressed in Paragraph 6 of the Stipulation. 

Paragraphs 5 and 6 

Paragraph 5 describes and d e h e s  ttie revenue sharing plan ageed to by the parties. 
Subpart (c) of this paragraph states that the rewaue sharing plan and the corresponding revenue 
sharing thresholds and revenue caps are intended to relate only to retail base rate revenues based 
on PEF's current structure and regulatory h e w o r k .  Further, subpart (e) indicates that 
incremental revenues atbibutable to a business combination or acquisition involving PEF, its 
parent, or its affiliates Will be excluded in determining retail base rate revenues for purposes of 
&e revenue shrarlng plan. The paliies clarified &at in ?he event that a portion of PEF's s y s t m  is 
sold or mmicipdized, appropriate adjustments wodd be made to account for the associated 
revenue reduction before applicahon of PEF's m u d  average growth rate upon which the 
revenue sharbg thresholds and revenue cap are calculated. Also, in the event new customers or 
part of a system is added to PEF, those reventles and customers would be excluded from revenue 
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sharing. We note that tbe r o b g  ten-year average growth rate in retail kWh sales rate embodied 
in this provision is based on PEF-specific information as opposed to statewide information, and 
that the growth rate has been adjusted to account for the d e  of PEF’s Winter Park system. 

Paragraph IO of the Stipulation addresses storm cost recovery, in the context of the 
recovery mecharnism approved by Order No. PSC-05-0748-FOF-E1, issued July 14, in Docket 
No. 041272-EL and with regard to securihtiZation of stom costs pursuant to Section 366.8260, 
Florida States .  The Stipdation makes a distinction between “catastrophic” md ”ma- 
catastrophic" storms; however, we note that neither the Order nor the statute draws this 
distinction. The parties claSified that the intent of tfris section was to preserve PEF’s option of 
seeking securitization or to seek a surchge recovery, in the event of my stom that would cause 
depletion of PB’s stom reserve. PEh: acknowledges that recovery for storm costs under either 
mechanism must necessarily be subject to the provisions of the applicabla rules and statutes; nor 
does tbe Stipulation seek to change PEF’s cumat practice or change the CO&SS~OR’S current 
policy concerning what constitUtes an appropriate charge to PEF’s stom reserve. 

I€ PEF elects to seek recovery of storm-related costs pursuant to Section 366.08260, 
Florida Statutes, fhe total cost subject to recovery would be altocated to customer classes 
pursuant to that Statute. Subsection lO(c) of the Stipulation, however, provides that PEE may 
request approval of a tariEto allow a class of demand-metered customers to pay their pro rata 
share of costs prior to securitization over a pmiod not to exceed bvo years. This contemplates 
that demand-metered customers wodd “opt-out” of the sectnitization costs, wh-rle the balance of 
funds would be sought through a securitized bond issuance and the total costs, including the cost 
of securiti~&ion, wodd be alIocated to all other classes of customers. The language of the 
Stipdation appears to limit this shortened recovery period to only those costs that wme identified 
in Order No. PSC-05-0748-FUF-ET. However, based on our staffs di~ussions with the parties, 
it has been cla~Ged &at the alternative recovery schedule would q p l y  to the total storm related 
dollars allocated to that  class, which wonlid otherwise be sought in a securitization request. The 
p d e s  further clarified tha; the intent of this Subsection is that it apply to the enfire class of 
demand-metered customers. PEF noted bowever tbat in the event it moves folward with a 
petition for swwitiza2ion or for XI additional storm-related swcharge, it would be willing to  
work with hndividual customers and look for reasonable alternatives, We note that this 
Commission retabs its authority to review my tariff which may be filed conjuYlction With 
Subsection lOfc), to ensure it comports ~ 3 8 1  all rule, statutory, and public interest- requirements. 

Paragraph 12 

Paragraph 12 addresses base rate azld clause recovery for costs associated with PEF’s 
Hines 2 and Hines 4 units. With xespect to Hines Unit 4, ihe p d e s  clarified that rhe cdculation 
of the costs that would be included base rates W O U ! ~  be based on -the first 12 months of 
revenue requbements and would include half a yea of depreciztion. Further, ~4th regad io the 
calculation of these costs, an overall (rather tbm incremental) cost of capital v d l  be used, which 
would include C O I B ~ O ~ ~ R ~ S  such as defmed taxes. Y T e  also note ih2t this Commission retains its 
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abiIity to review the instailed costs of &es Unit 4 for reasonableness and pmdmcy in a future 
filing. 

Paragraphs 16 and 17 

Paragraph 16 provides that PEF will conhue to collect its post-September 11, 2001, 
incremental security costs through the Capacity Cost Recovery Clause, and PEF’s Canying costs 
of fuel inventory in ’traasit and fuel procurement O&M costs will be collected through the fie1 
recovery clause. Paragraph 17 provides that Commission approval of the Stipulation constitutes 
approval of Pmi’s iLifFRs (for regulatory repoaing purposes and for establishing baseline costs in 
PE’s  next base rate proceeding, not for the purposes of passing upon the accuracy of the 
MFRs). The parties clarified that $3.28 million of incremental security costs fiat is reflected in 
the MFRs for recovery through base rates will actudy be recovered through fhe Capacity Cost 
Recovery Clause on a going-forward bask The parties further clarified &at the fuel 
procurement O$M costs to be recovered through the Fuel Clause as referenced in Paragraph 16 
are only those fuel procurement O m  costs associated with coal procurement, and not other 
types of fbel. 

. 

PEF’s last rate case, Docket No. 000824-EI, was resolved by the approval of i! joint 
stipulation in Order 30. PSC-O2-Q655-AS-EI, issued May 14,2002. Tcal stipulation provided 
that in the event FEF did not achieve a 20 percent improvement in System Average Intenup~on 
Duration hdex  (SI”LyDT) during 2004 and 2005, the utility would r e h d  $3 million for both years 
in equal ambunts to the tea percent of PEF’s customers served by PEF’s worst performing 
distribution feeder lines. At the September 7 hearing, we clarified that the parties were not 
conteshg PEP’S perfomance for 2004. However, consistent with Order No. PSC-02-0655-AS- 
El, the performance requirement still exists for 2005, and will continue jn effect through 2005 
with the same re€tmd provisions should PEF fail to achieve the SAlDT performance targtt for 
2005. 

Upon review and consideration, we find that tbe StipuIati~n provides a reasonable 
resolution of the ijstles in this proceeding with respect to PEF’s rates and charges and its 
depreciation rates arid capital recovery schedules. “ h e  Stipulation a d  Settlement appears to 
provide PEF’s custoniers with a degree of stability and predictability with respect to their 
electricity rates while allowing PEF to mainlain the financial strength to makc investments 
necessary to provide customers with safe and reliable power. Hn addition, we recognize &at the 
Stipulatiopl reflects the a g r m e i l f  of a broad m g e  of interests: P G ,  O X ,  the Attomey Generd, 
and residential, commercial, and industrid customm of PEF. 

In conclwion, we find that the Stipulation establishes rates that are f&-, just, and 
Easonabfe, and &at approval of the Stipulation is in the public hterest. Therefore, we approve 
the Stipulation. its with any settIement we approve, nothing in our approval of tFis Stigulatio~ 
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dimhishes thk Commission’s ongoing authority and obligalion to ensure fair, just, and 
reasonable rates. Nonetheless, this C o d s s i o n  has a long history of encouraging setrlmmk, 
giving great weight and defmence to settlements, and enforcing them in the spirit in which they 
were reached by the pmies. 

Based on t h e  foregoing, it is 

ORDERED by the Florida Public Service Commission that the Stipulation and 
Settlement Agreement and exhibits, filed September 1, 2005, which is attached hereto as 
Attachment A and incorporated herein by reference, is qpmved. It is further 

O X D E D  that PEF shall file, for administrative approval, revised tariff sheets to reflect 
the tems of the Stipulation. It is further 

ORDERED that Docket No. 050078-E1 shall be closed. 

By ORDER of the Florida m-tblic Service Commission this 28fh. day of September, 2005. 

n 

( S E A L )  

fSB 
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NOTICE OF FUR" PROCEEDINGS OR JUDSCZAL N X E W  

The Florida Public Service Commission is required by Section 120.569(1), Horida 
Statutes, to notify parties of any administrative hearing or judicial %view of Commission orders 
that is available under Sections 120.57 or 120-68, Florida Statutes, as well as the procedures and 
time Imrits that apply. 7 5 s  notiice should not be mmtrued to mean all. requests for an 
administrative hearing or judicial review Will be granted or result iil the relief sought. 

Any party adversely affected by &e Commission's final action in rtLis matter may request: 
1) reconsideration of the decision by filing a motion €or reconsideration wifh the Director, 
Division of the C".ission Clerk: and Administrative Services, 2540 Shumard oak Boulevard, 
TaUahassee, Florida 32399-0850, Within fifieen (IS) days of the issuance of this order in the  
form prescribed by Rule 25-22.060, Florida Ad"ive Code; or 2) judicial review by t h e  
Florida Supreme COW h the m e  of an electric, gas or telephone utility or the First District 
Com of Appeal in the case of a water andlor wastewater utility by filing a notice of appeal with 
the Director, Division of &e Commission Clerk and Administrative Services and filing a copy of 
the notice of appeal and the Sling fee with the appmpriate court. This filing must be completed 
within thirty (30) days afier the issuance of this order, pursuant to Rule 9.1 10, Florida Rules of 
Appellate Procedure. The notice of wedl must be in the form specified h Rule 9,90O(a), 
Florida Rules of Appellate Procedure. 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMtSSlON 

In re: Petition for rate increase of 
Pmgress Energy Florida, tnc. Docket No. 05a078-Ef 

STlPULATlON AND SETTLEMENT AGREEMENT 

WHEREAS, pursuant to.its Apd 29, 2005 filing, Progress Energy Florida, 11% 

('PET or the "Cwnpany), has petsoned the Florida PubJic Service Commissbn (the 

"Commissbn") for an increase in base rates and other related reliei; 

WHEREAS, the Company, the office of Public Counsel ('OX"), lbhe Aftormy 

General of the State of Florida I'AG"), the FIorida lndustriai Power Users Group 

(*FiPtrG"), the Florida Retail Federation ("FRF"), the  AARP, Sugzmili Woods Civic 

Association. Inc- (3ugarmill"). Buddy L- Hansen ('Hansen"). White Spn'ngs Agricultural 

Chemicals, Inc. (Whik? Springs") and be CMnmercial Group ["Cf;*) (unless the context 

dearly requires ohyenvise, %he rem Party or Padies means a signatory to this 

Agreement), have entered int:, this Stipulation and Settlement Agreement ithe 

"Agreement") for the porpse of reaching an informal resolution of all outstanding issues 

in Docket No. 050078-EI pending before the Commission and as more fully set forth 

below; 

WHEREAS, PEF and the Partjes to this kgrwment recognize that Viis is a pe;iud 

of unprecedented world energy prices and that this Agreement will mitigate the  impact 

of high energy prices; 

I 



ATTACHMENT A 

WttEREAS, PEF has provided minimum filing requirements ("MFRs") as required 

by the Commission, which have been thoroughly reviewed by the Commission Staff and 

he Parties to this proceeding; 

WHEREAS, PEF has fled comprehensive testimony in support of and detailing its 

MfRs; 

WHEREAS, the Company has filed comprehensive DepreciaZion, Fossil 

Dismandement and Nuclear Decommissioning Funding Studies in this dock& in 

accordance with Commission rules; 

WHEREAS, the Parties and the CMnmissbn Staff have conducted extensive 

discovery on the Company's MFRs, tesilmony and Depredation, fossil Dismantlement 

and Nuclear Decommissioning Funding Studies; 

WW-R€AS, the discovery conducted has included the production of and 

oppwtunity to inspect tens of thousands of pages of documents and information 

regarding PEFs cosls and operations; 

WHEREAS, the Parties to this Agreement have undertaken to resolve the issues 

raised in 'these proceedings so as to maintain a d q r e e  of stability in PEFs base rates 

and charges, and to provide incentives to PEF to continu2 to promote e%cie~cy through 

the terms of thjs Agreement; 

WHEREAS, PEF is currently operating under a stipulation and settlement 

agreement egreed to by the OPC and other parties, and approved by the Commission 

in Order Ha. PS13-02-0ti55-AS-EI in 2002; 

2 
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WHEREAS, that agreement pmvided for a cumulative reduction of $500 milljon in 

PfF's revenues and included a revenue sharing plan that has resulted in refunds to 

customers in excess of $50 milfion; 

WHEREAS, the Company must make substantial investments in the constnrdon 

of new electric generation and other infrastructure for the foreseeabte Mure in order to 

continue to provide safe and ,reliable power to meet the growing needs of c u s ~ e r s  in 

the state of Florida; and 

WHEREAS, continuing the preservation of the benefits of the 2002 $125 million 

annual base rate reduction, the revenue sharing plan under this Cl,greement, and the 

other provisions in this Agreement, including those addressing the recovery of msts 

associated WNI the Company's eiedric generating power piants will further be beneficial 

to retail customers; 

NOW, THEREFORE, in consideration of the foregoing and the covenants 

contained herein, the Parties hereby agree and stipulate as follows: 

1. Upon approval and final order of the Commission, this Agreement will become 

effedive with the first billing cycle in January of 2006 (ik "lmplemeniation Date"), and 

continue through the last billing cyde in December of 2009; provided, howevet, that 

PEF may, at iis sole option, extend tne term of this Agreement through the Jast billing 

cycle of June 2010 upon written notice to the Parties to this Agreement and to the 

Commission on or before March 1,2009 

2. PEF wRI continue 3s existing base rates in eifect for the term of this Agreement, 

without any change in such base rates except as othenvise provided for in this 

Agreement. Ail other cost of service and rate design changes will b s  determined in 

3 



ORDER NO, PSC-05-0945-S-EI 
DOCKET NU, 050078-El 
PAGE 12 

accordance with Sscbn +I5 of this Agreement. PEF wili begin applying the base rate 

charges required by this Agreement on the Implementation Date. 

3. The billing demand credits for Interruptible and Qrtailable customers currently 

receiving service under PEFs IS1 , IST-1, CS-I and CST-l rate schedules, as modified 

herein, shall t.emain in effect for the term of this Agreement, and thereafter untn these 

rate scheduies are reviewed in a general rate case: provided, however, that these rate 

schedules shall continue to be cl05ed to new customers, as defined in the stipufation 

approved by the Commission in Dwket No. 95W5-Ei. 

4. No Party to this Agreement Will request, suppart, or seek to impose a change in 

the application of any provision hereof, OPC, AG, FIPUG, FRF, AARP, Sugarmill, 

Hansen. White Springs, and CG will neither seek nor support any reduction in PEFs 

base rates and charges, including interim rate decreases, that would lake effect prior to 

the first billing cycfe for January 2010 {or prim to the first billing cycle for July 2010, if 

PEF elects to extend this Agreement pursuant to Section ?), unless such redudbn is 

requested by PEF. PEF may not petition far an increase in base rates and charges #at 

would take effect prior to the first biiling cyde for January 2050 tor that would take effect 

pnor lo tbe first billing cyde fOi July 2010, if FEF elects to extend this Agreement 

pursuant to Sectbn I), except as othewlse provided for in Sections 7 and 70 of this 

Agreement. During the term of %his Agreement, except as otherwise providd for in this 

Agreement, or except for unforeseen extraordinary casts imposed by government 

agencies retatiog to safety or matters of national security, PEF will not petition for any 

new siircharges, on an interim or permanent basis, to remver costs that are of a type 

4 



that traditionaily and hisloricajly wuld be, or are presently, recovered through base 

rates. 

5. During the term of this Agreement, revenues that are above the levels stated in 

this Agreement will be shard between PEF and its retail electric utility customers as set 

forth in Section 6 below - it being expressly understood and agreed that the mchanism 

for revenue sharing herein established is not intended to be a vehick fur a "rate case" 

type inquiry concerning expenses, investment, and financial r a u h  of operations. 

6, Revenue Sharing Incentive Plan - Commencing on the implementation Date 

and through the last billing cycle it? !3ecember of 2009 (or through the hast billing cycle in 

h e  2010, if PEF elects to extend this Agreement pursuant to Section ? I ,  PEF will bs! 

under a Revenue Sharing Incentive Pian (the "Plan") as set forth below. 

a. Revenue Cap - Under the Plan, all retail base rate revenues above the 

retail base rafe revenue cap, as set folth below, will be reiunded to retail customers on 

an annual basis. The retail base rate revenue cap for 2006 will be $1,549 million. For 

each succeeding cahndar year during the term of this Agreement, h e  succeeding 

calendar year retail base rate revenue sharing cap amounts shall be established by 

increasing the prior year's cap by the average annual growth mile in retail kWh sales for 

'Ihe ten calendar year period ending December 31 of the preceding year muftiplied by 

the prior year's retail base rate revenue sharing cap. 

b. Sharing Threshold - RetaR base rate revenues between the sharing 

threshold amount and the retail base rats revenue cap will be divided into two shares on 

a 113, 21'3 basis. PEF's shareholders shall receive the 113 share. The 213 share will be 

refunded to retail customers. The retail base rate revenue sharing threshold for 2006 

5 



wilt be $1,499 million in retail base rate revenues. for each succeeding calendar year 

during the term of this Agreement, the succeeding calendar year retail base rate 

revenue sharing threshold amounts shall be established by increasing the prior year's 

thresbid by the average annual growth rate in retail kWh sa!- far the ten calendar 

year period ending December 31 of the precedjng year muttipfied by the  prior year's 

retail base rate revenue shaFing threshaid. 

c, Revenue Exdusions - The Plan and the carresponding revenue 

sharing thresholds and revenue caps are intended to relate only to retal bass rate 

reventoes of PEF based on its cumnt structure and regulatory framework Incremental 

base rate revenues attributable to any business combination or acquisition invoiving 

PEF, its parent, or its a5ifates. whether inside or outside the state af Florida, or 

revenues from any clause, surcharge or other recovery mechanism other than retail 

base rates, shall be excluded in determining retail base rate revenues for purposes of 

revenue sharing under this Agreement 

d. The retail base rate revenue cap and sharing threshdd are subject to 

further modification in accordance with Sections 4, 10 and 12 of this Agreement. After 

any such modification, the revenue sharing mp and threshold will increase annually as 

set forth in this Section 6. 

e. Caicuiation of sharing threshold and revenue cap for partial calendar 

years - In the event that this Agreement is terminated other than at the end of a 

calendar year, the sharing threshold and revenue cap for the partial calendar year shall 

be determined at the end of that calendar year by (i) dividing the retail kWh Sales during 

the partial calendar year by the EM kNrh for the % J f  calendar year, and (ii) applying the 

6 
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resulting fraction k, the sharing threshdd anc xvenue cap for the I I  cztsndar year that 

would have been calculated as set forth in Sections 6(a) and 6(b) above. 

f. Calculatjon of annual average growth rate - For purposes of Section 6, 

the average annual growkh rate shall be calculated by summing the percentage change 

in retail kWh safes for each year in the relevant ten year period and dividing by 10. 

7. If PEF's retail base rate eamings fall belcrw a 10% retum on equity as 

reported on a Commission adjusted or pmforma basis on a PEF monthly eamings 

surveillance report during the t em of $he Agreement, PEF may petition the  Commission 

to amend its base Fates notwithstanding the provisions of Section 4, either as a general 

rate proceeding or as a limited proceeding under Section 366.076, F.S. The Parties to 

this Agreement are not precluded from participating in such a proceeding, and, in tbe 

event PEF petitions to initiate a limited proceeding under this Section, any Party may 

petition to initiate any proceeding otherwise pennitled by F'lotiia law. This Agreement 

shall terminate upon the effective date of any Final Order issued in such proceeding Ynat 

changes PEF's base rates under this Sectjon. This Section shall not be mnstnred to 

bar or limit PEF from any recovery of costs otherwise contmplaied by this Agreement. 

8. All revenue sharing refunds will be paid with interest at $he 3Way 

ccmmercial paper rate as specified in Rule 256.109, F.A.C., to retail customers of 

rscord during the last three months of each applicable refund period based on their 

proporteonale snare of base rate revenues lor the refund period. For ptirpuses of 

calculating interest only, it will be assumed that revenues to be refunded were colleckd 

evenly throtjghoui the preceding refund period at the rate of one-tweifth per month. All 

refunds with interest will be in the form of a credit on the G U S ~ O ~ W S '  bills begjaning with 



the first day of the first billing cycle of the third month after the end of the applicable 

refund period. Refunds to former customers will be completed as  expeditiously as  

reasonably possible. 

9. PEF wilf be permitted cfause recovery of prudently incurred incremental 

msts associated with the establishment of a Regianal Transmission Organization or any 

omer msts arising from an order of the Commission or the Federal Energy Regulatory 

Comm&iion addressing any altemative configuration or shcture to address 

independent transmissbn system governance of operation, Any Party to this 

Agrement may participate in any proceeding relating to the recovery oi costs 

contemplated in this Section for be purpose QT challenging the reasonableness and 

prudence of such COSE, but not for the purpose of chailenging PEF's right to dause 

recovwy of sur3 costs. 

10. a. Storm Cost Recovery. PEF will continue cdlecting its s t o n  resew 

deficiency in the amount and through the mechanism established in Commission Order 

PSC-05-0748-FOF-E1, except as otherwise may be provided in Section 93.b. Those 

Parties who have filed notices of appeal or notices of joinder in appeals of Comissbn 

Order No. PSG05-074&FOF-El skiail, upon this Agreement becoming fuUy effective as 

provided for harein, withdraw their notices of appeal or notices of joinder in appeals. 

Nothing in this Agreement shall preclude PEF from petitioning the Commission to seek 

recovery of costs associated with any cabstrophic storms without the application of any 

form of earnings test or measure and irrespectjve of previms or current base rate 

earnings. The Parties expressly a g m  that any proceeding to recover cos% associated 

with any catastrophic ston shall not be a vehicle for a "rate case" type inquiry 

8 



concerning the expenses, investment, or financial resuks of operations of ihe Company 

and shall nc~t appty any form of eamings test or measure or consider previous or current 

base rate earnings. 

b. PEF reserves the right to petiiion the Commission for approval to 

either: (a) securitize (1) any or all of its storm reserve deficiency as set forth in 

Commission Order PSC05-0748-FOF-E1, or (2) an amount necessary to replenish 

PEF's resewes for non-cataskophic storms, pursuant to Section 356.8260, F.S. (2005). 

or bayn; or f ~ )  increase its"Dase mles or io impose a separate charge 'ro collect and 

actme reserves for ncn-catastrophic storms without the application of any form of 

eamings test or measure and irrespective of previous or current base rate eamings. She 

Par'Jes reserve the righi to participate in any such proceeding under Section 10.b before 

the Commission and to chalienge the resene  amount requested by PEF. The Parties 

expressly agree that any proceeding under Section 10.b shall be Jimited to t h e  issue of 

the appropriateness of secun'tization or the appropriate amount of the COmpaRy'S non- 

catampt ic  stom reserve accnrd wifhocrt the applicaiion of any form ai eamings lesi 

or measure and irrespective of prwviaus or current base rate eamings, and shall not be 

a vehicle for a "rate rase' type inquiry conceming the expenses, investment, or financial 

results of operations of the Company, In the event the  Commission grants a base rate 

increase under this Section, such amounts shall be added to the re?ienue sharing 

threshold and cap sef forth in Section 5 of this Agreement. 

c. In the event PEF collects any remaining storm deficiency or colizcts 

and accrues tor turure mn-catastrophic storm events pursuant to SeCtior! 366.8260, 

F.S. (2005), the Parties agree to negotiate in g00d faith for an opknai ta r8  rider 

9 
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whereby a class of demand-metered customers may pay its pro rata share of any 

remaining uncoltected 2004 storm cost deficiency as established in Commission Order 

PSG050748-FOF-EI through a charge over a period of no more than 2 years, If the 

Parties are able to agree upon such a tariff, PEF agrees to fib the tariff -for Commission 

approval and the Parties agree to support the tam in proceedings before the 

Wmmhsion. If, however, the Commission does not approve the tarift or only approves 

it with modficdons or condKions that 3 m  unacceptable to PEF in its reasonable 

judgment, then PEF shall not be required to put the tariff into effect Within thirty days 

of any such denial or modification, the Partias agree to negotiate in good faith a revised 

tariff and if an agreement is reached to reapply for Commission approval. Revenues 

coilected pursuant to Section 366.8260, F.S. (2005), pursuant to a tariff rider for 

demandmetered customers or othemke under this &&on f0.c wilt not be considered 

in the determination of revenue sharing in Section 6 of this Agreement in the event 

PEF does not collect any remaining storm deficiency or does not eotisct and accrue 

reserves for future non-catastrophk Storm events pursuant to Sedjm 366.8260, F.S. 

(2005), then PEF shall continue to colfect any remaining stom reserve deficiency 

through the mechanism established in Commission Order PSC05-0748-FOF-EI and 

will collect and aceme reserves for future nonabstrophic storms as may be 

determined by the Commission irrespective of previous or current base rate eamings 

under Section ?D.bjb). 

? 3 ~ Nuclear Dmmmissioning, Fossil Dismantlement arid Depreciation Studies. 

10 
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ATTACIJLMENT A 

a. Beginning with the implementation Date through the  last biltjng 

cyde in December of 2009 (or through the last billing cyde in June 2010, if PEF elects 

to extend this Agreement pursuant to Sedan I), PEF: 

(7 )  will suspend accruals to its reserve for nuclear 

decommissioning, based on its filed Nudear Decommissioning Study; 

(2) will continue to suspend accruals to fossil dismantlement 

and will withdraw the Fossil Dismantlement Study PEF filed in this docket: and 

(3) shall apply the depreciation rates ccnsislent with those sef 

forth in the Deprecialion Study that PEF %led in this d&et as modified by Exhibit 2 to 

this Agreement 

b. Approval of this Agreement by the Commission shall constitute 

approval of the Company’s Nudear Decommissioning and Depreciation Skidies. PEF 

shall file with the Commission updated Nudear Decommissioning, Fossil 

Dismantlement and Depreciation Studies 

December 31,2009, if PEF elects to exiend this Agreement pursuant k, Section 1) 

or before July 31, 2009 (or on or before 

‘12. a. Beginning on the commercial in-service date of Hines Unit 4, for which 

ihe Commission has previously granted a need deteminarion in Order PSC-04-1168- 

FOF-EI, PEF ~v i l l  further increase its base rates i o  recover the fuli revenue requirements 

of {a) Yne installed cast of Hines Un%4 subject to the limitatjons of Rufe 2522.082(15), 

F.A.C., and (b) the unit’s non-fuel operating expenses. The revenue requirements of 

the unil will be calculafsd using an 3 1.75% RUE and the capital structure as set f o h  in 

the test year 2006 MFR Schedule D f a  fifed by PEF in Docket No. 050078-Ef. Such 

base rate increase shall be established by the applimation of a uniform percentage 

11 
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increase to the demand and energy charges of the Company’s base rates including 

delivery voltage credits, demand credits, power facbr adjustment and premium 

distribution service, and using billing determinants as filed by PEF in Docket No. 

05t)07&EI, and set forth in Exhibit 1, Attachment C to this Agreement. Beginning o n  +he 

commercial in-service date of Hines Unit 4, such amounts shall be added b the revenue 

sharing threshold and cap set forth in Section 6 of this Agreement. 

b. ERei%vve on the Implementation Date of this Agreement and until 

the commercial in-serv-ce date of Hines Unit 4 {the ’Fuel Clause Recovery Period”), 

PEF will recover annually through the fuel usst recovery dause the 2006 full revenue 

requirements of the installed cost of Hines Unit 2, excluding the unit’s nctnfuel OslM 

expenses. During the Fuel Clause Recovery Perid, the inst4led cost of Hines unit 2 

and axresponding depreciation accounts will be excluded from rate base for 

suweitlance reporting purposes. Upon the commercial in-setvice date of Hines Unit 4, 

PEF will transfer the recovery of Hines Unit 2‘s 2006 fuJI revenue requh”ts, 

excluding the unit’s non-fuel 08M expenses, from the fuel cost recovery clause to base 

rates by decreasing PEF‘s fuel charges and increasing its base rattes accordjng!y. The 

calculation of Hjnes Unit 2 s  revenue requirements for base rate recovery purposes will 

be calculated using an 11.75% ROE and the capital structure as set forth in the test 

year 2006 MFR Schedule D-la filed by PEF in Dwket No. 050078-fL Such base rate 

increase shall be established by ihe application of a uniform percentage increase to %e 

demand and energy charges of the Company’s base rates including voltage credits, 

demand crediis, power factor adjilstment and premium distn’bution service, and using 

billing deteminants as filed by PEF in Docket No. 050078-E1, and as induded in Exhjbit 
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F.S. (2005). Docket No. 050078-EI witi be closed effective on the date the Commission 

Order approving this Agreement is final. 

18. New capital costs for environmental expenditures recovered through the 

EnvironmenM cost R w v e r y  GIause will be allocated, for the pu~pose of clause 

WWV8Iy. "istent with PEFs current base cost of service methodology. 

$9. Senrice Quality. During the term of this agreement, PEF wilt continue to 

focus on its customer sewice and reliabjlity consistent with Commission standards and 

good utility practice. PEF maintains that it has fulfilled its commitment, as part of 

2002 se@emeni agreement, to achieve a SAID1 of 80 by 2004, while at the same time 

- 

improving the majority of the reliabili performance indicators moniiored by the 

Comfnission. During the term of this Agreement, PEF intends to mtinue the same 

performance focus wilR the god of maintaining or improving the quality of service for its 

customers. Current plans in this area, as contemplated in the Company's rate fiting in 

Docket No. 050078.E1 and which are subject to revision by the Company at its 

discretion, include the impiementatbn of the Mobile Meter Reading project designed to 

improve the amount, accuracy and ftmeiiness of information for customers, an# the 

assessment ard subsequent implementa2ion of targeted initiatives intended to improve 

overall system perfonanm for customers. 

20. This Agreement dated as of August 31. 2005 may be executed in 

counterpart originals, and a facsimile of an original signature shall be deemed an 

original. 

In Witness Where&, the Parties evidence their acceptance and agreement with 

ijie provisions of this Agreement by their signatures below. 
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0 

Sugamifi Woods Civk Association, hc. 

3 

8903 Grawfordvnfe 
Michael €3. Twomy 

Tallahassee, FIollda 32 

FIorida IndustrW Power Users Group 
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Post mC;e Box 3350 
Tampa, Flodrfa 33601 
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While Springs Agrkufttural Ch@micals, 
lmc. 

Jemes Bushee, Esquire 
Sutherfand AsbiU & Brennan UP 
2282 Killearn Center 3M 
Tallahassee, Flwida 32309-3!576 

Florida Retail Federation 

BY 

Alan Jenkins, Esquire 
McKenna Long B Aldridge LLP 
One Peachires Center 
383 Peachtree &%et, N.E., Suite 5300 
Atlanta, Georgia 30308 
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1 - Progress Energy Florida, bc. (“PEF“ or the “C~mpmy”) shdl make ttK changes to its 
tariirscbdules Wed in rhjs Ewbjbjt E x q i  as o h m i s e  provjded below md h the 
A n g u s ,  2 0 5  Stipularion and SCrtiexamt Agreement f‘Apement’’), all other cmmt 
PIT tariff schedules shall remain in effect: 

a The Compmy’s Temporary Senice Charge shall be $227. 
b. Returned check Charge sharl be in accOrdance with Florida Statute 68.065. 
c. Late Payment C h g e  shallbe the greater Of35 or 1.3% of past &e amomt except 

far tbose accounts of fed&, state and local governments. 
d. The monthly seisonal customer charge for rate schedule B S - 1  shall be 54.20. 

See Attachent A to h i s  Exhibit. 
e. Tbe Transmission Delivery Voltage Credit MI be $1.01 per kW of Billing 

Demand for aff demand rate tariffs. PEI; WjU file revised tariffsheets reflecting 
tlve revisions lo the Tmmissioa Delivery Voltage Credit within 30 days af the 
issuance of a final order by the ~omndssion approving the Agred”t. 

2. The charges fox Lighiing fixkres, maintenance, and poles, as we11 zs #e additiohc;, 
deJetions, and r&rktbns of cerfain fixtures and pole types as well as the mdficatiol~s 
tu the related standard form contncts shall be as those set forth in P W s  proposed rate 
schedule LS-I. See Attachment 3 to this Exhihit 

3. B e  regula rate for Residential service shall &n its current twc-block, inverted rate 
design reffechg a 1000 KWH “xh~ breakpoint and a 1 cent d e  block differential. 
The unit charges for this rate dmgo WI be deknnined such fhat tficir application 
producesthe same Iota1 m u a l  r e w ”  as that produced by the applkation o€ charges 
dei&ed by a uniform increase to existing rate block charges 

4. The bang delermimts as filed by the Company shall be the basis for determiiling &e 
revised r a t s  q ~ 3 e d  10 produce the totd settfanazt revenues. These are detailed in the 
MFR E-13c provided as Atkcben t  63 to tkks Exhibit. 

pEi.”’s production capacity COSIS 10 its retail customer classes during ihe term of the 
5ettI emat .  

6. The 12 CP methodology shall be used for tfie allwarion of PEPS hm”ssion cqacitj .  
costs to its rei3il customer class dwing the ‘im of the settlemenl. 

7. In the form af housekeeping to tariff language, the proposed changes as filed and 
pmvidd here as Attachment C to this E3Xd1it to the €oflov&g tariffs: 

5. Re 12 CP atld 1113~ AD nieihodologj~ WIU continue to be used for Ih~3dtwtion of 

a Special provision number 4 and 5 to rate schedules S I ,  ET-3, IS-2 a i d  LM-2. 
b. Special provision number 6 to  rat^ schedlufes CS-1, CST-I, CS-2, u ~ d  CST-2. 
c.  Special pmvlsion number 3,4 and 13 to rate schedule S S 2 .  
d. Special provision number5 and  16 tu rale schedule SS-3. 
e. The metering vollage adjustment and power factor clause of rate xhedula  CS-3 

and CST-3. 
f. The elimination oftrie distinction of si@e phase and three phase secondary 

delivcry in the customer charge ofrate sCfieduIes RST-I and GST-f . 



Ex hibit Na. 1 
Page 2 of 2 

2055 Retag Rate Case 

Cost of Service and Rate Design Matters 
Docket NO. OSOM8-EI 

8. The curtailable and btermpb’ble credhs of rate schedule SS-2 and SS-3 that correspond to 
the credits of rate schedules IS-1 and CS-1 sball be grandfalhered to existing cwtomers. 
Effective January 1,2006 any new customers under these schedules shall be subject to 
h e  proposed credits pmvjded €or h the filing which mrrtspond to ti.le medirs provided 
fw jn rate schedules IS-2 and CS-2. The tariff changs have been provfdad in 
AMachment E 10 this Exhibk Ihe following are the credits for accounts estabiished on or 
der January 1 2006: 

a. SS-2 -&e greater of 
i. 3,308 per KW times &e Specified Standby Capacity, or 

ii. The slfm of the daily m a x i ”  30 minlrte KW demand of actual standby 
use occuning during &peak periods times $O.? 47 per KW times the 
appropriate monthly factor 

b. SS-3 -&e greater of 
i. $0.23 1 per KW t h e  the Specifid Standby Capacity, or 

ii. The sum of tbe daily maximum 30 minute ICW demand of actual standby 
ut occumng during On-peak periods times $0.1 IO per KW times the 
appropriate monthly factor 

9, Tbe CISR-1 rate schedule shall be a pemanent rate schedule as opposed to an 
experi -ned rate. The lariff changes have been provided in Anachment F to this Exhibit. 

IO. Subject to Conmission approval, PEF may implement any new or revised tariffpm~isio~ 
QZ rate schebU1.i pmvided that such tariffrapest does not increase any existing base rate 
component ofa raiffor rate schedule during the term of hoe Agrement unless tfic 
q p h t i o n  of such new or miscd tariff or d e  schedule js opti~nal TO PEF’s customers. 
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Psgo 6 d 15 SCHEDULE E - 1 k  Rovkod 81W5 W E  REVENUE BY RAT€ 9CNEWLE 1 CAECULAnONS 
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Progress Energy Florida 
Impact of H2 & H4 Revenue Requirements on IS and CS Credits 
$OOO's 

Base Rate Increase 

Current Base Rates - Total 
Less Customer Charges, LS Fixt & Maint 
Current Base Rates - Demand & Energy 

'Yo Increase - Demand & Energy Charges 

Current Credits 
Percentage Increase 
Increase in Credits 

88,694 

1,402,004 
210,708 

1,191,296 

7.45% 

IS-l IS-2 cs-1 cs-2 Total 
19,877 883 663 663 22,085 
7.45% 7.45% 7.45% 7.45% 7.45% 
1,480 66 49 49 1,644 

Docket No. -El 
Witness: J. Portuondo 

Exhibit JP-9 

Impact of Change in Credits on ECCR - 2007 Data 
RS GS GS2 GSD cs IS LS Total 

100.000% Demand Allocator by Class 60.21 8% 3.353% 0.138% 30.943% 0.534% 4.681% 0.133% 

Increase in Credits Allocated by Class 

Class MWH 
Rate Impact - $ per MWH 

990 55 2 509 9 77 2 1,644 

20,912,280 1,375,687 82,483 15,080,444 363,849 2,689,417 326,064 40,830,224 
$ 0.047 $ 0.040 $ 0.027 $ 0.034 $ 0.024 $ 0.029 $ 0.007 $ 0.040 


