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Docket Nos. 090079-EI, 090144-EI, 090145-EI, 100136-EI 
Date: May 20, 2010 

Case Background 

On March 20, 2009, Progress Energy Florida, Inc. (PEF or Company) filed a petition for 
a permanent rate increase. PEF requested an increase in its retail rates and charges to generate 
$499,997,000 in additional gross annual revenues. The Company based its request on a 
projected test year ending December 31,2010. The Company is engaged in business as a public 
utility providing electric service as defined in Section 366.02, Florida Statutes (F.S.), and is 
subject to the jurisdiction of this Commission. 

The Office of the Public Counsel (OPC); the Office of the Attorney General (AG),2 the 
Florida Industrial Power Users Group (FIPUG),3 the Florida Retail Federation (FRF),4 the 
Florida Association for Fairness in Rate Making (AFFIRM),5 the Navy (NAVY),6 and White 
Springs Agricultural Chemicals, Inc. d/b/a PCS Phosphate White Springs (PCS)7 intervened in 
this proceeding. 

On March 20, 2009, PEF also filed a Petition for Limited Proceeding to Include the 
Bartow Repowering Project in Base Rates, in Docket No. 090144-EI. On June 12, 2009, the 
Commission issued Proposed Agency Action (PAA) Order No. PSC-09-0145-PAA-EI8 

approving PEF's petition for a limited proceeding and consolidating this matter with Docket No. 
090079-EI (Bartow PAA Order). In addition, Order No. PSC-09-0586-PCO-EI,9 issued August 
31,2009, consolidated Docket No. 090145-EI with Docket No. 090079-EI. 

The Commission held an evidentiary hearing on PEF's proposed rate increase on 
September 21-25, 28-30, 2009, and October 1, 2009. Thereafter, on March 5, 2010, upon 
consideration of the evidentiary record, post-hearing briefs of the parties, and staffs 
recommendation, the Commission issued Order No. PSC-I0-0131-FOF-EI (Final Order). 

On March 18, 2010, PEF filed its Motion for Reconsideration of Order No. PSC-1O­
0131-FOF-EI to Correct Calculation Mistakes in the Commission's Depreciation Expense, 
Accumulated Depreciation Reserve, and Revenue Requirements (Motion for Reconsideration). 
PEF asserted that the Final Order contained nine separate mathematical mistakes in the 
calculation of PEF's depreciation expense and accumulated depreciation reserve, totaling 
approximately $36 million in mistakes in PEF's revenue requirements, as calculated by this 
Commission. In its Motion for Reconsideration, PEF further requested that the Final Order be 
amended to correct the mathematical mistakes in the calculation of PEF's accumulated 

larder No. PSC-09-0105-PCO-EI, issued February 23,2009. 

2 Order No. PSC-09-0122-PCO-EI, issued March 2, 2009. 

3 Order No. PSC-09-0198-PCO-EI, issued April 1, 2009. 

4 Order No. PSC-09-0199-PCO-EI, issued April 1, 2009. 

5 Order No. PSC-09-0579-PCO-EI, issued August 27, 2009. 

6 Order No. PSC-09-0399-PCO-EI, issued June 6, 2009. 

7 Order No. PSC-09-0200-PCO-EI, issued April 1, 2009. 

8 Order No. PSC-09-0415-PAA-EI, issued June 12, 2009, in Docket No. 090144-EI, In re: Petition for limited 

~roceeding to include Bartow repowering project in base rates, by Progress Energy Florida. Inc. 


Order No. PSC-09-0586-PCO-EI, Issued August 31, 2009, III Docket No. 090145-EI, In re: Petition for expedited 
approval of the deferral of pension expenses, authorization to charge storm hardening expenses to the storm damage 
reserve, and variance from or waiver of Rule 25-6.0 143(1)(c), (d), and (0, F.A.C., by Progress Energy Florida, Inc. 
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Docket Nos. 090079-EI, 090144-EI, 090145-EI, 100136-EI 
Date: May 20,2010 

depreciation expense, accumulated depreciation reserve, and revenue requirements. PEF has not 
requested oral argument on its own Motion for Reconsideration; however, PEF has asserted that 
it is willing to participate in oral argument if the Commission finds oral argument helpful to walk 
through the calculation mistakes identified in the Motion for Reconsideration. 

On March 25, 2010, and March 29, 2010, FIPUG and PCS Phosphate filed their 
Responses to PEF's Motion for Reconsideration. Both FIPUG and PCS Phosphate asserted in 
their respective Responses that to the extent that any ofthe claimed $36 million in errors is found 
to be accurate, that the appropriate response is for the Commission to use its broad rate-making 
authority to adjust the excess depreciation reserve as necessary and appropriate to ensure that 
there is no increase to PEF's customer base rates. 

On March 29, 2010, OPC filed its Cross-Motion for Reconsideration and Response to 
PEF's Motion for Reconsideration (OPC's Cross-Motion). In OPC's Cross-Motion it asserted 
that the Commission erred, as a matter of law, in determining that the $132 million increase in 
base rate revenues associated with the Bartow Repowering Project (Bartow) was approved prior 
to and outside of the fmal determination on January 11,2010, on PEF's Petition for rate increase 
filed in this docket. As a result of that alleged error, OPC asserts that the Commission appears to 
have declined to amortize any more than $23 million of the depreciation reserve surplus to offset 
the increased revenue requirement resulting from Bartow or any other undifferentiated 
component of PEF' s overall jurisdictional revenue requirement. 

On March 30, 2010, the AG's Office filed its Cross-Motion for Reconsideration and 
Response to PEF's Motion for Reconsideration, affirming and supporting the response and cross­
motion filed by OPC. None of the Intervenors have requested oral argument with respect to the 
Motion for Reconsideration. 

On April 5, 2010, PEF filed its Motion to Strike Citizen's Cross-Motion for 
Reconsideration and Response to Citizen's Cross-Motion for Reconsideration (Motion to Strike 
or PEF Response), arguing that OPC's Cross-Motion should be stricken on the grounds that it 
was untimely filed and, in the alternative, responding to OPC's Cross-Motion. 

On March 18,2010, PEF filed a petition for the approval of an accounting order to allow 
it to record a depreciation expense credit in Docket No. 100136-EI. This credit would reduce the 
cost of removal component in its depreciation expense resulting in a reduction of the theoretical 
reserve imbalance. PEF asserted that the proposed accounting treatment would provide it with 
the opportunity to eam a fair and reasonable return. 

A Joint Motion for Approval of Stipulation and Settlement Agreement (Joint Motion) 
was filed on May 10, 2010 by PEF, OPC, AG, FIPUG, FRF, PCS, and the NAVY (Joint 
Movants). The proposed Stipulation and Settlement Agreement (Stipulation) is intended to 
resolve all ofthe issues in Docket Nos. 090079-EI, 090144-EI, 090145-EI, and 100136-EI. 

This recommendation addresses the Joint Motion for Approval of Stipulation and 
Settlement Agreement. The Commission has jurisdiction pursuant to Sections 366.06 and 
366.071, F.S. 
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Docket Nos. 090079-EI, 090l44-EI, 090145-EI, 100136-EI 
Date: May 20, 2010 

Discussion of Issues 

Issue 1: Should the Commission approve the proposed Stipulation and Settlement Agreement? 

Recommendation: Yes, the Commission should approve the proposed Stipulation and 
Settlement Agreement. (Slemkewicz, P. Lee, Maurey) 

Staff Analysis: The Joint Movants have proffered the proposed Stipulation (Attachment 1) as a 
complete resolution of all matters pending in Docket Nos. 090079-EI, 090l44-EI, 090145-EI, 
and 100136-EI. The major elements contained in the Stipulation are: 

• 	 Base rates frozen through the last billing cycle in December 2012 unless 
return on equity falls below 9.50 percent (Paragraphs 4 and 5) 

• 	 Discretion to record a depreciation expense credit of up to $150 million in 
2010, up to $250 million in 2011, and up to any remaining balance of the 
depreciation theoretical reserve imbalance in 2012 (Paragraph 3) 

• 	 Discretion to accelerate the amortization of certain regulatory assets 
(Paragraph 7) 

• 	 Recovery of storm damage costs and storm damage reserve replenishment 
(not to exceed $4.00/1,000 kWh monthly for residential customers) will 
begin, on an interim basis, 60 days following the filing of a petition 
(Paragraph 6) 

The proposed Stipulation consists of 9 paragraphs of agreement among the Joint 
Movants. Staff believes that several of the paragraphs merit comment or clarification. These are 
as follows: 

Paragraph 3: This paragraph provides PEF with the discretion to record a retail 
jurisdictional annual credit to depreciation expense and a debit to the "cost of removal portion" 
of the depreciation reserve of up to $150 million in 2010, up to $250 million in 2011, and up to 
the remaining balance of the cost of removal reserve in 2012. These credit amounts are in 
addition to the annual amortization of the depreciation reserve surplus approved in the Final 
Order. The Joint Motion states that the credits to depreciation expense will "reduce the existing 
depreciation theoretical reserve imbalance." 

For financial reporting purposes, PEF separates the book depreciation reserve between 
the portion attributable to plant life and that attributable to cost of removal. Also, the cost of 
removal component of the reserve is classified as a regulatory liability for financial reporting 
purposes. Under Paragraph 3, PEF will record the annual depreciation expense credit as a 
regulatory credit amortization with a debit to the cost of removal liability. This will have the 
effect of amortizing the remaining reserve surplus of $667 million identified in the Final Order 
up to the amount of the cost of removal liability. 
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Docket Nos. 090079-EI, 090144-EI, 090145-EI, 100136-EI 
Date: May 20, 2010 

As of March 31, 201 0, the portion of the depreciation reserve that PEF identifies as being 
attributable to cost of removal is $587.1 million ($535.2 million retail). This amount will 
decrease each year due to actual expenditures incurred in removing retired property and will 
increase due to additional depreciation expense based on the Commission-approved depreciation 
rates in the Final Order, which PEF estimates to be in the range of $30 - $35 million annually. If 
the full amount of the depreciation expense credit is taken in 2010 and 2011, PEF will have the 
discretion in 2012 of recording a credit to depreciation expense up to the amount of the cost of 
removal liability existing at that time. 

Also pursuant to Paragraph 3, ifPEF records a depreciation expense credit in a given year 
that is less than the cap set forth above, the Company is permitted to carry forward and record in 
subsequent years the difference between the booked amount of the expense credit and the set cap 
for that year. For example, if PEF records a credit to depreciation expense of $100 million in 
2010, it would be permitted to carry forward and record in 2011 or 2012 the $50 million 
difference between the amount booked and the cap of $150 million, in addition to the $250 
million capped amount for 2011. 

Paragraph 5: Per the terms of this paragraph, ifPEF's retail base rate earnings fall below 
9.5 percent return on equity (ROE) as reported on a historical (12 month rolling period income 
statement) Commission adjusted or pro-forma basis on a PEF Earnings Surveillance Report 
(ESR) during the term of this Stipulation, PEF shall be entitled to seek interim, limited, or 
general base rate relief, or any combination thereof. For purposes of requesting relief under this 
paragraph, PEF must demonstrate that it recorded the greater of $150 million or the actual 
depreciation expense credit on an adjusted or pro-forma basis. In addition, PEF may not include 
any acceleration of the amortization of the deferred regulatory assets identified in Paragraph 7 in 
the calculation of earnings for purposes of determining if achieved earnings are below 9.5 
percent ROE. 

Also pursuant to Paragraph 5, ifPEF's retail base rate earnings exceed 11.5 percent ROE 
as reported on a historical Commission adjusted or pro-forma basis during the term of this 
Stipulation, any other Party shall be entitled to petition the Commission for a review of PEF's 
base rates. The ESR filed with the Commission consistent with Rule 25-6.1352, Florida 
Administrative Code, will be the basis for determining ifPEF's ROE on a historical or pro-forma 
basis is above 11.5 percent. The depreciation expense credit and/or the acceleration of 
amortization of the regulatory assets identified in Paragraph 7 will be included as recognized in 
the calculation of the achieved ROE in the referenced ESR to which the 11.5 percent will be 
compared. 

Paragraph 6: Per the terms of this paragraph, PEF is not precluded from requesting 
approval to recover costs (a) that are normally recovered through cost recovery clauses or 
surcharges, or (b) that are incremental costs not currently recovered in base rates that are 
determined to be clause recoverable, or (c) that are recoverable through base rates under the 
nuclear cost recovery legislation or the Commission's nuclear or integrated gasification 
combined cycle power plant cost recovery rule. 

- 5 ­



Docket Nos. 090079-EI, 090144-EI, 090145-EI, 100136-EI 
Date: May 20, 2010 

Paragraph 6 also explicitly addresses storm damage cost recovery. Sixty days following 
the filing of a petition seeking recovery of storm damage costs, the Joint Movants have agreed 
that PEF will be allowed to implement, on an interim basis, a monthly storm cost recovery 
surcharge of up to $4.0011,000 kWh on residential customer bills based on a 12-month recovery 
period. If the storm costs exceed that level, any additional costs will be recovered in a 
subsequent year(s) as determined by the Commission. This paragraph also allows PEF to use the 
surcharge to replenish its storm damage reserve to the level as of the implementation date of the 
Stipulation. As reflected in Order No. PSC-IO-0131-FOF-EI, PEF is no longer authorized to 
make any accruals to the storm damage reserve. It is estimated that the storm damage reserve 
level as of the implementation date will be $136 million. Based on the $4.0011,000kWh monthly 
cap for residential customers, the annual amount of the surcharge would be $75.6 million for 
residential customers and a total of$117.8 million for all ofPEF's customers. 

Paragraph 7: Pursuant to this paragraph, PEF will be authorized, at its discretion, to 
accelerate in whole or in part the amortization of the regulatory assets for F AS 109 Deferred Tax 
Benefits Previously Flowed Through, Unamortized Loss on Reacquired Debt, Interest on Income 
Tax Deficiency, and 2009 Pension Regulatory Asset over the term of the Stipulation. Table 1 ­
1 below summarizes the amounts associated with each of these regulatory assets. 

Table 1 -1 

I 
I 
I 

Regulatory Asset Date Created 
Balance as of 

March 31, 2010 
Annual 

Amortization 
FAS 109 Regulatory Asset 1993 $6.9M $0.7M 
Unamortized Loss on 
Reacquired Debt 

1998 $19.3 M $1.4 M 

Interest on Income Tax 
Deficiency 

2009 $3.1 M $1.4M 

! Pension Regulatory Asset 2009 $32.5 M varies 
I Total $61.8 M 

I 

I 

As noted above in the discussion of Paragraph 5, PEF is precluded from recording an 
acceleration of the amortization of any of these regulatory assets in the calculation of earnings 
for purposes of determining eligibility for seeking interim, limited, or general base rate relief to 
be effective during the term of this Stipulation. PEF, at its sole discretion, will determine the 
amount, if any, of acceleration of amortization of these regulatory assets will be reflected in the 
calculation of earnings for purposes of determining if PEP's achieved ROE is in excess of 11.5 
percent. Finally, any balance remaining after the acceleration of amortization of these regulatory 
assets will continue to be recoverable in rates in the future through amortization included in the 
cost of service. 

Staff has reviewed the terms of the Stipulation. Staff believes that the Stipulation 
provides a reasonable resolution ofthe outstanding issues in Docket Nos. 090079-EI, 090144-EI, 
090145-EI, and 100136-EI and is in the public interest. Therefore, staff recommends approval of 
the Stipulation. 
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Docket Nos. 090079-EI, 090144-EI, 090145-EI, 100136-EI 
Date: May 20, 2010 

Issue 2: Should Docket Nos. 090079-EI, 090144-EI, 090145-EI, and 1 00 136-EI be closed? 

Recommendation: Yes, Docket Nos. 090079-EI, 090144-EI, 090145-EI, and 100136-EI should 
be closed. (Klancke) 

Staff Analysis: If staffs recommendation on Issue 1 is approved, the signatories to the 
Stipulation have asked that the order approving the Stipulation be issued as a final action. With 
the issuance of the Commission's final order, no further action by the Commission will be 
necessary. Therefore, absent a timely Notice of Appeal, these dockets should be closed. 
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BEFORE TIlE FLORIDA PUBUC SERVICE COMMISSION 

In rc: Petition for increase in nttcl$ by Pmaras 
Energy Florid.. Inc, 

In Ie! Petition for limited proceeding to i~lude 
Bartow repowtrill8 project in base ratea, by 
P:rosress Energy Florid.. Irlc. 

1n R: Petition for expedited approval of the 
deferral of JX!IlIlon expenses, authorization to 
dJarge storm hardening expenses to the storm 
damage re~erve, and variance from or waiver 
of R"le 2S-6.0143(IXc). (d), and (f). F.A.C., 
by Proaress Energy Florida, Inc. 

In re: Petition of approval of an accounting 
order to record a depreciation expense credjt 
by PJogn:sa Energy Florida.lne. 

Docket No. 090079-EI 


DodcetNo.090144-EI 


Dodcet No. 090145·El 

Dock:et No. 100Il6-EJ 


FILED; May 10,2010 


mpU411QN AND SE'ITLE,MiNT AGRIIMJijNI 

WHEREAS, pursuant &0 its March 20, 2009 fiHft8, Progress EtterS>' Flocida, Inc. ("PEP" 

or the "Company"). petitioned the Florida Public Setvice Commission (the "Commission") fOr 

an inc:mLSe in base rates and other related relief; 

WHEREAS, the Commission issued Order No. PSC-IQ-0131-FOF-EI on March 18, 

2010. of ""mch PEP and the Office of Public Counsel ("ope,,) have SQuaht n:considcntdon. and 

which requests are pendinS before this Commiuion; 

WHEREAS. the Company has filed with the Commission a pelition for approval of an 

tteeounting order to record a depreciation oxpeo&e credit. which remains peodina before this 

Commission in Docket No. 100136-EI. and in wtUc:h oPe and others bave interVened; 

: 3904 "A'r 10 e 



Docket NOli. 090079-EI. 090144-El, 090145·E1. 100136-EI Attachment 1 

Date: May 20, 2010 Page 2 of8 

WHEREAS, the Company. ope, the Attom.cy General of the State of Florida ("AO"). 

the Florida lndu.trial POl.\oer Users Group ("FJPUG"), the florida Retail Federation ("FRFj, 

White Springs A&ricultural Chemieals, Inc. ("White Springs"). and-the U.S. Department of the 

Navy ("USDN',) have agreed in principle to resolve all outstanding issues in Docket Nos. 

090079-El. 090I44-EI. 09014S·EI and l00136-El pending before the Commission, as set forth 

in this S\ipuilifioo and Settlement Agreement (the "Agrec:mentj dated. May1O. 2010; 

WHEREAS, unless the context olcvly requiau otherwise, the cenn Party Of Putics 

WHEREAS. the Parties recognize tbatthis is an unprecedented time in the Florida 

eoonomy. and that all Floridians. in partioular those with filled or low incomes, have been 

severely affected by the current ceonomie recession; 

WHBREAS, PEr and the Partie$ to this Agreement also recognize lhat this is a period of 

significant uncertainty regarding fuel prices IUId other energy, eommodity, and operation and 

maintenance costs. driven in part by global factors and ,eoeral economic: uncertainty; 

WHEREAS, this A~ent will help to mitJ.sate the impact of hIgh energy prices by, 

IIIDlCIIl$ other things. freezing PEF's CUJTClIt base rates through 2012; 

WHEREAS. PEP beHoves that. but for thi. Agreement, the combination of lower encfIY 

saIos and the rising cost of providing elcctm se:rviee would n~itatc base rate increases 

implemented before or during 2012. and 

WHEREAS, this Asreement will allow PEr's customers 10 avoid sueh potential ratt 

bwn:ascs. 

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

herein, the Parties hereby agree and stipulate B$ folloWJ: 

2 
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Page 3 of8Date: May 20, 2010 

1. This Agreement will beeomc effective upon approval and final order of the 

Commission (the "JmpJemontation Date") and continue through the last biDing cycle in 

2. PEP will continue its base rate$: in effect 11$ of the Implementation Date, wtthout 

any change in such base rates except 8.$ otherwise provided for in this Agreement Cost of 

IClfVi«.. and rate design issues will be as set !odh in Order No. PSC-IO·0I31·FOF·EL 

3, In consideration of the forcgoin& PEP will have the discretion to rcdu.;c 

dcprcciadon expense (cost of removal) by up to $IS0 million in 2010, up to $250 million in 

20U, and up to any rcmaininS bal~ in 2012 durina the tend of this Agreemem until the 

earlier of (8) PEF's depreciation (cost of removal) reserve reaches zero, or (b) the tenn of this 

Agreement cxpifC$. In the event PEF reduces depreciation expense (cost of removal) by leu 

than tho caps set forth in this ~ph, PEP' may catrY forward (I.e. in<:n)BSC the cap by) any 

'IUl'iUIed depreciation (cost of removal) re.5eM amOUR'" in subsequent years during the tend of 

4. No Part)' to this Agrcemeot wiU request, support, or seek to impose a change in !he 

application ofany proYi&Ion hereof. Except as provided in paragraph S, OPe, AG, FIPUO. FRF, 

White Sprinp. and USDN will neither seck nor support any reduction in PEP's base rates, 

including limited, interim or ImY other rate dcc:1"C8SOS, that woold take effect prior to the first 

billing cycle for January WI), except for arty $UCh rcduelion rcqucsU:d by PEr or 8.$ otherwise 

provided for in this Agreement. PEF shall not seck interim. limited, or general base rate relief 

during the Iorm ofthiJ Asreernentexcept as provided for in pa.ragrapb S 01 this Agreemcnt. PEF 

is DOt precluded from seekins interim, limi.ted or 8ent:ra1 be,sc rate relief that wouJd be effective 

during or after the first biUina cycle in January 2013. Such interim relic! may be based on lime 

3 
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periods before January I, 2013, consistent with Section 366.071, F.S., and calculated without 

regard to the provisions oftbis Agreement. 

S. If PEF's fttajl base rate earnings fall below a 9.5% retum on eq\lity as reported on 

a historical (12 month rolling period income statement) Commission adjusted or pro-forma basis 

on a PEP monthly earnings surveillance report during the term of the Agreement, PEP shall be 

entitled to seek general. limited, or interim ba.<;e fate relief, or any combination thereof. Prior to 

requesting any such relief under this paragraph. PEP must have reflcc:;ted on its referenced 

surveillance report reduced depreciation ex.pense (cost of removal) by the gmter 0($150 million 

or the actual cost of removal.generated depreciation expense credit on an adjusted or pro fonna 

basis. and PEF may not seek any such relief to be effective during the term of this Agreement if 

its return on ~uity for such period <as defined in the first senlc:nc:e of thi. parae;raph) is equal to 

or greater than 9.5% after the specified reduction in depreciation expense has been included and 

ref1CC1ed. Any calculation ofinterim rate inaease relief pursuant to Seetion 366.071(S)(b)l, p.s., 

shall include a cost ofremoval-gcnerated depreciation expense credit in the amount of the greater 

of $1 SO million or the ac:tWll amount recorded. If PBF's retail bue rate caminp exceed 11.5% 

return on equity as reported o.n a historical Commission adjusted or pro.forma basis on a PEF 

monthly earnings sum:i1tance report during the term of me Agreement. any other Party shall be 

entitled to petition the Commission tbr a review ofPEF's bue rates. PEF will not Include any 

acceleration of deferred assets identified in Paragraph 7 in the calcullllion of earnings for 

purposes of determiniftg eligibility for seeking interim, limited or general base rate relief to be 

effective during the term of this Agreement Or calculating interim relief entitlement under this 

paragraph to the extent that such accelerated expenses cause achieved earnings to be below 9.S% 

rclWll on equity cn an historical basis. The Parties to this Agrcc:mcnt arc not precluded from 

4 
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participating in any such proceedings. This Asreement ,ball tenninate 00 the last day of the last 

billing cycle in :December 1012 or the effective date of any Final Order issued in such 

proceeding that changes. PEF's base rates unckr this paragraph. Tbil paragraph shall not be: 

construed to bat or limit PEF from any recovery of costs othelWile contemplated by this 

Agreement. 

6. Nolh.ing shall preclude the Company from requesting the Commission to approve 

the recovery of costs (a) that are of II type which traditionally and historically would be, have 

been. or are presently reeoveted through cost recovery clauses or su~harges. or (b) that are 

incremental costs not currently recovered in base rates which the Legislatul'f: or Commission 

determines lin: clause recoverable subsequent to the approval of this Agreement, or (c) which are 

rcco.vcrabJe through ~ rates under the nuclear cort recovery legislation, Seedon 366.93, F.S., 

or Col1ll'lli$sion Rule 25.6.0423, FAC. Spee:iflCaIly with respect to storm dama&e COSlS, nothing 

in this Agreement sbalJ preclude PEr from petitioning the Commission to seek: recovery ofcosts 

associated with any storms withQQt Ihe application of any form of earnings le$t Of measure and 

irrespecdve of previOUS or current base rate earnings or level of theoretical depreciation reserve. 

Consistent with the rate design l1I.Olhod set fimh in Order Nos. PSC06-07n·pAA·Eland PSC· 

OS-0748·POP.EI, the Parries a8ft:C that recovery of storm costS from customers will begin. on an 

interim basis, sixty days ibUowtnS the fUine of • cost recovery petition and tariff with the 

Commis$ion and will be based on a 12·month recovery period if the storm COS1S do not exceed 

$4.0011 ,000 kWh OIl monthly residential customer bills. 1n the event the storm (X)#$ exceed that 

1IlVOI, any addHiOllal costs in excess of S4.0011.000 kWh shall be recovered in a subsequent year 

or years as dctcmdned by the Commission. All storm related costs shall be caJeulued and 

disposed of pursuant to Commission Rule 25-6.0143, F.A.C., and will be limited to eosts 

s 
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resulting from a tropical system named by the National Hurricane Center or its successor, 

estimate of incremental costs above the level of storm reserve prior to the storm and 

replenishment of the storm reserve to the level as ofibe Implementation Date of this Agreement. 

The Parties to this Agreement are not precluded from participating in any such proceedings. The 

PartiC3 expressly agree that any proceeding to recover costs associated with any storm shall not 

be a vehicle for a "rate case" type inquiry concerning the expenses, investment. or financial 

results of operations of the Company and shan not apply any form ofearnings test or measure or 

collliider previous or current base rate earnings or level of theoretical deprCl:iation reserve. 

7. PEF will be authorized, at its discretion, to accelerate in whole or in part the 

amortization of the regulatory USCls for FAS 109 Deferred Tax Benefits Previously Flowed 

Through, Unamortized Loss on Rcacqui..:d Debt, Interest on Income Tax Deficiency and 2009 

Pension Regulatory Asset over the leon of this Agreement. Any balance cernaining after the 

acceleration of the amortization of these regulatory assets will continue to be recovet'8ble in rates 

in the future through amortizatiop to the cost of service. 

8. The provisions of this Agreement are conti~nt on approval of this Agreement in 

ilS entirely by the Commi.$Sion. The Parties further agree that they will support this Agreement 

and will not request or support any order. relief. outcome. or rC3ult in conflict with the terms of 

this Agreement ill any administrative or judicial proceeding relating to, reviewing. or challenging 

the establislunent, approval, adoption. or implementation of this Agreement or the subject matter 

bereof. No party will assert in any proceedins boron: the Commission that this Agreement or 

any of the terms in the Agreement shall have any precedential value. Approval of this 

Agreement in its entirety will resolve aJJ maners in Docket Nos. 090144~EI. 09014S·EI, 090079­

EI, and 100136·£1 pursuant to and in accordance with SCl:lion 120.57(4). Florida Statutes 
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(2009). Upon approval of this Settlement Ag,eemenl in its entirety by the Commission. PBF and 

ope will withdraw their respective Motions for Reconsideration of Order No. PSC.\ 0-0 )31. 

FOP-El. and PEF will withdraw its Petilion for Approval of an Accounting Order to Record a 

Depreciation Expense Credit in Docket No. IOOI36-El. These Dockets will be closed effective 

on the date the Commission Order approving this Agreement is final and no Party shall seek 

appelJate review of any order issued in these Dockets. 

9. This Asreement dated as of May 10.2010 may be executed in counterpart originals. 

and a facsimile of an original signature shall be deemed all original. 

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

provisions of chis Agreement by their signatures below. 

[Remainder ofpage left intentionally blank) 
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Florida Pow_ CoqJont.ioJl elba 
P1'Ocnss EIlfl'lD' Jl'loricla. [ac: • 

.,~ 

Alex 01-. Esquire 
Post Offic:e Bolt 1<100 
St. PdCdbura. F10rida 33133 

Attomq Gcaenl. Sfl(c! or Florida 

Byt);lUi~ 
.Jan C. Moyle. Jr .. Esquire 
VICki GonIon Kautm.n, &quire 
Keefo AGchotI Gordon &. Moyle, PA 
118 Nor1h Gadsden. Sm:ct 
Tatlahalllee, FL 32.30t 

Wblte SprilllP ",mullanl CIIel'llblt, 
Illc. 
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