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This is 


ro ress. 

In 1997 we set out to change our future. Our guiding vision, 

then as now, was to transform CP&L into a more dynamic, 

diverse and innovative competitor -an energy company capable 

of creating and growing value for shareholders in a rapidly 

evolving industry. Our strategy included an ambitious 

five-year plan to grow the company. On November 30, 

2000, we took a giant step in mee ting that goal by 

officially completing our acquisition of Florida Progress 

Corporation. As a result, we're not only bigger, we're 

stronger. And we have a new name. One that clearly sets 

the pace and direction of our company: Progress Energy. 

In combining Florida Progress and CP&L Energy 

to create Progress Energy, we created a company greater 

than the sum of its parts. A company that now includes 

C P&L, Florida Power, NCNG, Progress Telecom, 

SRS, and our new business unit, Energy Ventures, 

which manages wholesale energy marke ting and 

trading and merchant generation. 

Today, Progress Energy is among the 

nation's top 10 investor-owned utilities 

in ter ms of generation capacity with 

more than 19,000 megawatts. Our total 

assets exceed $20 billion. We serve over 

2.8 million electricity 

a n d  gas c usto mers 

in Flor ida and the 

Carolinas. And we're 	 THE PROGRESS 

ENERGY STAR just getting started. 	 -

a bold, 


new symbol 


of energy and 


motion. 




of 

A Year of Solid Performance. By a 

variety of measures, Progress Energy had a 

strong showing in 2000. On a pre-merger 

basis ,  total operating revenues for CP&L 

Energy in 2000 were $3.8 billion, a 14.4percent 

increase over the year before and earnings 

increased 20.3 percent over 1999 to $3.08 

per share, a record high. Total operating 

reven ues for Florida Progress Corporation in 

2000 were $4.5 billion, a 16.1 percent increase 

over the previous year and earnings (on a 

pre-merger basis) rose to $3.61 per share in 

2000, compared to $3.21 in 
66 

We1999. Energy sales for CP&L 

and Florida Power increased 

3.5 percent and 4.6 percent respectively, 

reflecting strong customer growth and a 

colder-than-normal fourth quarter. 

We reached new performance heights 

in 2000. CP&L's three nuclear plants set 

their seventh-consecutive generation record, 

sur passing last year's record by nearly 

4 percent . Florida Power's Crystal River 

Nuclear Plant had one orits most productive 

years as well . SRS, our national energy 

ser vices and facilities management sub­

sidiary, achieved profitability on $89 million 

of revenues, up from $74 million in 1999. 

5 

And the four new gas-fired peaking·units at CP &L's 

Wayne County Plant came online last June. 

Also in 2000, the Standard and Poor's Electric Utiliry 

Index saw its greatest one-year gain ever, rising 54 percent 

and signaling a return of investor confidence in the utiliry 

sector. In keeping with that, Progress Energy's common 

stock closed the year at $49.19, a record closing price. 

This delivered a total return· to shareholders of72 percent 

for the year. 

A Strong Platform for Growth. Progress Energy 

is structured for stability, anchored by the foundation 

created a compan 

CP&L and Florida Power. But our story does not end here. 

We have no intention of standing still. 

Our priority for the near term is the continued 

integration of our companies. Already, this process has 

resulted in the reorganization of our business along 

strategic lines as well as in the formation of profitable, 

new business units. W h ile we plan to divest certain 

non-core businesses gained in the acquisition, such as 

our rail and barge subsidiaries, we will do so only when 

the value proposition is right. 

Fully integrating CP&L Energy and Florida Progres 

will yield significant operating synergies and produ(, 

savings expected to total more than $100 million in 2001. 

In 2000, CP&L Energy took steps to unlock valu 

from its Interpath subsidiary by striking an ownership deÍ 

TOTAL RETURN TO SHAREHOLDERS 
11-01-2000 TO 12-31-20001 

72% 

54% 

S&P's Electric Progress 
Utility Index Energy 
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Capital. It retained 35 percent of the company's 

Service Prov ider business, its fiber-optic 

its BellSouth PCS investment, which was later 

$200 million. And we are now folding the fiber­

assets into our Progress Telecom subsidiary. 

long term focus is on growth. We are exploring 

ortunities - both on the regulated and non­

sides of our business . We are leveraging our 

ntal strengths in customer service, operational 

cost control and regulatory relations to expand 

Our growth strategy is three-pronged ­

to: 1) increase our energy generation business, 

CP&LEnergy 

FPC 

tO% 
NUClEAR 

Progress Energy 

:ater than the sum of its parts=' 
ilding new power plants and maximizing our 

Ie energy sales; 2) expand our energy delivery 

s, by capitalizing on the impressive growth 

ial in Florida and the Carolinas; and 3) develop 

Jroadband capacity wholesale business through 

Telecom, by extending our fiber-optic network. 

. inuing on the strategic path just· outlined will help 

h our financial objectives in 2001. 

' . ' . 
ulture Bent On Success. Progress Energy 

asses different geographies, infrastructures, 

ucts, markets and workforces. Yet, we are all of one 

whenit comes to the future. Our mission: to grow our 

and deliver more value to our shareholders. 

A new culture is emerging here. One shaped as much 

the diversity of our employees and customers as by 

'r knowledge, expertise, commitment to service and 

. We are guided by one of the strongest and most 

erienced management teams in the industry. We 

continue to emphasize operational excellence and 

our customers with exceptional levels of service. 

collective mindset is focused squarely on performance. 

Progress Energy's culture embraces the world outside 

'mpany, as evidenced by our ongoing commitment 

to -.:llucation, the environment, economic development 

the communities we serve. 

A People-Centric Future. Creating a company 

the size of Progress Energy took extensive planning and 

effort. But above all, it took people - the more than 16,000 

exceptional employees from CP&L Energy and Florida 

Progress who worked long and hard to combine the two 

entities, all while controlling costs and keeping customer 

service at high levels. For their significant contribution, 

I offer a sincere thank-you. 

As we look to the future, the people of Progress Energy 

will continue to play a critical role in our strategy and 

success. They are at the center of innovation and change. 

They are key to greater performance. They are the force 

that keeps Progress Energy a company on the move. 

WILLIAM CAVANAUGH III 

CHAIRMAN, PRESIDENT AND 

CHIEF EXECUTIVE OFFICER 
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GENERATION 

FUEL MIX. 

The combination 

of CP&L Energy 

and FPC results 

in a more 

competitively 

balanced 

generation 

fuel mix. 







ECONOMIC DEVElOPMENT. RESIDENTIAL CUSTOMERS ARE NOT THE ONLY 

ONES ATTRACTE D TO THE SOUTHEAST. BUSINESS AND I NDUSTRY ARE 

CDMING HERE. TOO - WITH HELP FROM PROGRESS ENERGY. OUR ECONOMIC 

DEVElOPMENT TEAM IS MAK ING THE RElOCATION/EXPANSION PROCESS 

QUICKER AND EASIER FOR COMPANIES - HElPING WITH EVERYTHING FROM 

SITE SElECTION TO PROVIDING CUSTOMIZED ENERGY SOLUTIONS. 

10 
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Two major electric utility companies. One natural gas com­

pany. 53,700 square miles of retail service territory. More than 

19,000 megawatts of generation capacity. 4,070 miles of natural 

gas transmission and distribution pipe. 106,000 miles of 
. 

fiber-optic strands. And all of it situated in one of the fastest-

We're framing an idea 
big enough to house an 
ever-expanding market. 

growing regions in the country. This is Progress Energy today. 

But tomorrow we'll be even bigger. The Southeast is 

expanding at an extraordinary rate. Housing starts are more 

than double the national average: Demand for energy is at an 

all time high. Our market base is growing by more than 60,000 

new customers a year - a pace that shows no sign of slowing. 

rn all, Progress Energy serves more than 2.8 million 

customers across the Southeast, helping their worlds work by 

providing electricity, natural gas and broadband capacity. 

More than that, we provide an exceptional level of customer 

service. And that helps our customers' worlds work even better. 

rn 2000, we focused on making energy delivery even 

more reliable and bill pay ment more convenient. Both Florida 

. Power and CP&L, for example, have introduced the option of 

paying bills online. Florida Power is also expanding the number 

of locations where customers can pay their power bills - by 

nearly fourfold. To improve service response, Florida Power 

equipped a large portion of its service fleet with computers 

and wireless technologies, giving field crews quick online 

access to cr itical information. CP&L e quipped its fleet 

previously. Combined, CP&L and Florida Power have 

invested millions in new wires, substations, transformers and 

other delivery enhancements during the past three y ears­

boosting overall electric service reliability to record highs. And 

for the third year in a row, CP&L was named winner of the 

Edison Electric Institute's Emergency Response Award. At 

Progress Energy, reliability is something we'll never outgrow. 

POWER SURGE. 


Peaking generation 


was up in 2000. 


The big news: 


we brought our 


new Wayne County 


peaking plant online. 


Our next step: 


double the capacity 


of our existing 


Monroe, Georgia. 


merchant plant. 


11 
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The synergies gained by the combination of CP&L Energy and 

Florida Progress involve more than just our infrastructure. 

We're developing a culture energized enough 
to push performance to new heights. 

Problem? 

Progress Energy's 

525 customer service 

representatives have 

the solution -

24 hours a day, 

seven days a week. 

They involve people. Progress Energy people. Smart, reliable, 

confident, resourceful - together they are helping to define a 

new, broader mindset for Progress Energy. One that's focused 

not only on ideas, but on action. 

Ours is a per formance-based culture. And nowhere is 

that performance more evident than in our storm response. 

After a winter storm dumped more than 20 inches of snow on 

Raleigh and south-central North Carolina last January, 

we recovered in record time, restoring power within 24 hours 

to 78 percent of the 173,000 CP&L customers who were with­

out electricity. W ithin three days, our crews had restored 

power to more than 90 percent of our affected customers. 

Florida battled the weather, too. After Hurricane Gordon 

came ashore in September 2000, Florida Power crews worked 

tirelessly, restoring power within 24 hours to more than 

92 percent of the 198,000 customers who had lost it. 

As our culture grows more dy namic, it grows more 

diverse -leading us to explore new opportunities. Our lines of 

business are expanding. Energy Ventures, a new organization 

within Progress Energy, was created to manage and grow our 

non-regulated generation assets and wholesale energy 

marketing and trading. SRS (Strategic Resource Solutions), 

our energy solutions subsidiary, is an industry leader in inte­

grat ed energy and facility management solutions for 

multi-site enterprises. SRS helps school districts, department 

store chains and other clients save substantially on energy 

costs. Progress Telecom, our fiber-optic subsidiary, carries 

digital traffic along the East Coast, providing broadband 

capacity to carriers like MCI WorldCom and Verizon Wireless. 

At Progress Energy, we're advancing in aU the right directions. 

14 
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COMMUNITY INVOLVEMENT. Progress Energy's culture doesn't stop at the front door. It extends 

into the communities we serve through countless hours of community service donat ed by our 
. 

employees. And through philanthropic support for education, economic development and the 

environment provided by the Progress Energy Foundation. 

1 
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INFORMATION TECHNOLOGY. THE HEART OF OUR INFRASTRUCTURE ISN'T 

ONLY A GENERATION PLANT, BUT THE TECHNOLOGY THAT OPERATES IT. 

PROGRESS ENERGY LEVERAGES ITS WORLD-CLASS INFORMATION TECHNOLOGY 

CAPABILITIES IN MANY WAYS - FROM ENHANCING CUSTOMER SERV ICE TO 

MAKING FACILITIES MANAGEMENT MORE EFFICIENT. REASON ENOUGH TO BE 

NAMED ONE OF THE NATION'S MOST INNOVATIVE USERS OF INFORMATION 

TECHNOLOGY IN THE 12TH ANNUAL INFORMATIONWEEK 500. 
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At Progress Energy, we deliver natural gas and electricity to a 


diverse, growing customer base throughout the Southeast. 


But some of the greatest opportunities for growth now lie else­


where -on the non-regulated side of our generation business. 


Altogether, Progress Energy operates 32 power plants in 
 EFFICIENCY BOOST. 

Florida Power's Florida, the Carolinas and Georgia, with a combined capacity 
line crews also 

of more than 19,000 megawatts. An additio nal 1,200 handle the build-out 

of Progress Telecom's megawatts will be added in 2001. Much of the new capacity 
fiber-optic network. 

will be "peaking power," reserve electric power needed to meet 


high customer demand. Not all of that demand comes from 


our retail customers, however. In 2000, we signed a five-y ear 


contract to supply Duke Power with peaking capacity and 


energy. In addition, through our Wholesale Energy marketing 


organization, we sell non-regulated on-demand power to 


municipalities and other resellers in the Southeast. And 


we continue to provide generation capacity and energy to 


municipal electric utilities in Georgia. Construction is under­


way on a second combustion-turbine unit at our Monroe, 


Georgia, merchant plant, and we are in the process of building 


on a second merchant power plant site in Effingham County, 


Georgia, near Savannah. 


We're building a . 
generation strategy strong enough 

to support the future. 
Energy trading is another non-regulated area that is 


expanding rapidly. Twenty-four hours a day, seven day s a 


week, brokers on our trading floor buy and sell bulk power 


throughout the eastern United States. At Progress Energy, 


we're trading on a better tomorrow. 


Progress Energy 115 
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BOARD OF DIRECTORS 

EDWIN B. BORDEN 

President 

The Borden Manufacturing Co. 

(textile management services) 
. 

Goldsboro, NC 

Elected to the board in 1985 

DAVID l. BURNER 

Chairman, President and 

Chief Executive Officer 

The BF Goodrich Co. 

(aerospace, specialty chemicals 

and industrial products) 

Charlotte, NC 

Elected to the board in 1999 

WILLIAM CAVANAUGH III 

Chairman, President and 

Chief Executive Officer 
Progress Energy, Inc. 

Raleigh, NC 

Elected to the board in 1993 

CHARLES W. COKER 

Chairman 

Sonoco Products Co. 

(manufacturer of paperboard 

and paper and plastic 

packaging products) 
. 

Hartsville, SC 

Elected to the board in 1975 

RICHARD l. DAUGHERTY 

Executive Director 

NCSU Research Corp. 

(Centennial Campus development) 

Raleigh, NC 

Elected to the board in 1992 

STANDING. LEFT TO RIGHT: 

DAVID L. BURNER. RICHARD KDRPAN. JEAN GILES WITTNER. J. TYLEE WILSON. 

WILLIAM CAVANAUGH III. W.O. "BILL" FREDERICK. JR .• JOHN H. MULLIN. III. 

CHARLES W. COKER. RICHARD A. NUNIS. EDWIN B. BORDEN. ESTELL C. LEE. 

WILLIAM D. MCCOY. E. MARIE MCKEE. RICHARO L. DAUGHERTY 

RICHARD A. NUNIS 

Retired Chairman of 

Walt Disney Parks and Resorts, 

and President, New Business 

Solutions, Inc. 

Orlando, FL 

Elected to the board in 2000 

J. TYLEE WILSON 

Retired Chairman and 

Chief Execu tive Officer 

RJR Nabisco, Inc. 

Ponte Vedra Beach, FL 

Elected to the board in 1987 

JEAN GILES WITTNER 

President 

Wittner & Co., Inc. and subsidiaries. 

(real estate management 

and insurance brokerage 

and consulting) 

SI. Petersburg, FL 

Elected to the board in 2000 

EXECUTIVE AND 
SENIOR OFFICERS 

WILLIAM CAVANAUGH III 

Chairman, President 

and Chief Executive Officer 

ROBERT B. MCGEHEE 

Executive Vice President 

President and 

Chief Executive Officer 

Progress Energy Service Company 

WILLIAM D. JOHNSON 

Executive Vice President, 

General Counsel and Secretary 

PETER M. scon III 

Executive Vice President and 

Chief Financial Officer 

H. WILLIAM HABERMEYER. JR. 

President and 

Chief Executive Officer 

Florida Power Corporation 

TOM D. KILGORE 

President and 

Chief Executive Officer 

Progress Energy Ventures, Inc. 

WILLIAM S. ORSER 

Group President" Energy Supply' 

DONALD K. DAVIS 

Executive Vice President" 

Energy Services' 

FRED N. DAY IV 

Executive Vice President" 

Energy Delivery' 

C. S. HINNANT 

Senior Vice Presiden t " 

Nuclear Generation • 

E. MICHAEl WILLIAMS 

Senior Vice President" 

Power Operations' 

WAYNE C. FOREHAND 

Senior Vice President " 

Energy Delivery 

Florida Power Corporation 

CECIL L. GOODNIGHT 

Senior Vice President" 

Administrative Services + 

BONNIE V. HANCOCK 

Senior Vice President­

Finance and 

Information Technology + 

• 	Carolina Power & Light Company 
and Florida Power Corporation 

+ Progress Energy Service Company 

RICHARD KORPAN 

Retired Chairman, President 

and Chief Executive Officer 

Florida Progress Corporation 

Golden,CO 

Elected to the board in 2000 

W. D. "BILL" FREDERICK. JR. 

Citrus grower and rancher 

Orlando, FL 

Elected to the board in 2000 

ESTELL C. LEE 

President 

The Lee Company 

(building supplies company) 

Wilmington, NC 

Elected to the board in 1988 

WILLIAM O. MCCOY 

Franklin Street Partners 

(investment management) 

Chapel Hill, NC 

Elected to the board in 1996 

E. MARIE MCKEE 

Senior Vice President 

Corning, Inc. 

(developer of technologies 

for glass, ceramics, fiber optics 

and photonics) 
Corning,NY 

Elected to the board in 1999 

JOHN H. MULLIN. III 

Chairman 

Ridgeway Farm, LLC 

(timber management) 

Brookneal, VA 

Elected to the board in 1999 
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RESULTS OF OPERATIONS 
FOR 2000 AS COMPAREO TO 1999 AND 1999 AS COMPARED TO 1998 

In this section, earnings and the factors affecting them are 
discussed. The discussion begins with a general overview, then 
separately discusses earnings by business segmen t. 

OVERVIEW 

Progress Energy, Inc. (Progress Energy or the Company) was 
initially formed as CP&L Energy, Inc. (CP&L Energy), which 
was the holding company into which Carolina Power & Light 
Company (CP&L) reorganized on June 19, 2000. All shares of 
common stock of CP&L were exchanged for an equal number of 
shares of CP&L Energy. On December 4, 2000, the Company 
changed its name from CP&L Energy to Progress Energy, Inc. 

The Company's acquisition of Florida Progress Corporation 
(FPC) became effective on November 30, 2000. The acquisition 
was accounted for using the purchase method of accounting. 
As a result, the consolidated financial statements for 2000 reflect 
12 months of operations for CP&L Energy and one month of 
operations for FPC. 

The operations of Progress Energy and its subsidiaries are divided 
into four major categories: two electric utilities (both CP&L and 
Florida Power Corporation), a natural gas utility and other. 
The other category includes non-regulated energy businesses 
including merchant energy generation and coal and synthetic fuel 
operations. The other category also provides various products and 
services for energy and facility management and telecommunica­
tions and includes holding company operations. 

In 2000, net income was $478.4 million, a 26.1 % increase over 
$379.3 million in 1999. Basic earnings per share increased from 
$2.56 per share in 1999 to $3.04 per share in 2000. Continued 
customer growth and usage and tax credits from Progress 
Energy's share of synthetic fuel facilities positively affected 
earnings. Other significant e vents included the sale of a 
10% limited partnership interest in BeliSouth Carolinas PCS 
for a $121.1 million aft er-tax gain, additional accelerated 
depreciation of nuclear generation facilities for a $193 million 
after-tax effect and the December operations of FPC. Florida 
Progress Corporation contributed net income of $28.7 million 
for the month of December 2000. The Company issued 
46.5 million shares of common stock in connection with the 
acquisition of FPC, which resulted in a dilution of earnings per 
common share. 

In 1999, Progress Energy's net income was $379.3 million, 
a 4.3% decrease from $396.3 million in 1998. Basic earnings per 
share decreased from $2.75 in 1998 to $2.56 in 1999. Earnings 
were negatively affected by the effects of Hurricanes Dennis and 
Floyd, a decline in electric sales to industrial customers and a 
decline in electric revenues due to increased utilization of the 
real-time pricing tariff. Continued customer growth anjihe 

addition of North Carolina Natural Gas Corporation (NCNG) 
on July 15, 1999, positively affected net income. The Company 
issued 8.3 million shares of common stock in connection with 
the acquisition of NCNG, which resulted in a dilution of ear 

' 
n­

ings per COmmon share. 

ACQUISITION 

On November 30, 2000, the Company completed its acquisition 
of FPC for an aggregate purchase price of approximately 
$5.4 billion. The Company paid cash consideration of approxi­
mately $3.5 billion and issued 46.5 million common shares 
valued at approximately $1.9 billion. In addition, the Com­
pany issued 98.6 million contingent value obligations (CVO) 
valued at approximately $49.3 million. See Note 2A to the con­
solidated financial statements for additional discussion of the 
FPC acquisition. 

Progress Energy funded the cash portion of the acquisition with 
commercial paper, backed by a credit facility. Progress Energy 
replaced a majority of the short-term financing with 10ng-terlD 
senior notes during the first quarter of 2001. See "Financing 
Actitivities" discussion under LIQUIDITY AND CAPITAL 
RESOURCES for more details. 

The acquisition was accounted for by Progress Energy using the 
purchase method of accounting. Preliminary goodwill of 
approximately $3.4 billion has been recorded and is being amor­
tized on a straight-line basis over a period of primarily 40 years. 
One month of amortization, or approximately $7.0 million, was 
recorded in 2000. As part of the North Carolina Utilities 
Commission (N CUC) order approving the acquisition, 
Progress Energy agreed to have CP&L exclude all cost increases 
attributable to the acquisition from retail rates. Management 
expects synergies from the combination of the two companies to 
offset the amortization of goodwill. 

Progress Energy has announced its inten tion to sell two of its 
non-utility business segments acquired in the transaction, 
Rail Services and Inland Marine Transportation. Therefore, the 
results of operations of t hese segments are not included in 
Progress Energy's consolidated earnings and the related assets 
and liabilities are presented as net assets held for sale on the con­
solidated balance sheet. 

'.�� 

As part of the acquisition of FPC, Progress Energy is now 
holding company whose subsidiaries operate in multiple states. 
Therefore, Progress Energy is now registered with, and subject to, ..�� 
regulation by the Securities and Exchange Commission (SEC) "'" 
under the Public Utility Holding Company Act of 1935, as 
amended (PUHCA). Pursuantto the SEC's order dated Novem­
ber 27, 2000, the Company has committed to divest of certain 
immaterial non-u�ty businesses. The Company has also agreed· 
to file a response With the SEC by November 30, 2001, th<lt will 
either provide a legal basis for retaining certain other 
businesses or a commitrnen t to divest of those businesses. 



(14) Weather 55 Emission allowance expense of$16 million that was recorded in 

ELECTRIC 

The electric segment is primarily engaged in the generation, 
transmission. distribution and sale of electricity in portions of 
North and South Carolina by CP&L and, since November 30, 
2000, in portions of Florida by Florida Power Corporation 
(Florida Power). The territory in the Carolinas served by CP&L 
includes a substantial portion of the coastal plain of North 
Carolina extending to the Atlantic coast between the Pamlico 
River and the South Carolina border. the lower Piedmont 
section of North Carolina, an area in northeastern South 
Carolina, and an area in western North Carolina in and around 
the city of Asheville. CP&L serves an area of approximately 
3 4,000 square miles, with a population of approximately 
4.2 million. As of December 31,2000, CP&L provided electricity 
to approximately 1.2 million customers. The Florida territory 
served by Florida Power is in the west central part of the state, 
including the aúea around Orlando and the cities ofSt. Petersburg 
and Clearwater. Florida Power serves an area of approximately 
20,000 square miles. with a population of approximately 
4.5 million. As of December 31, 2000, Florida Power provided 
electricity to approximately 1.4 million customers .. 

The operating results of both electric utilities are primarily 
nfluenced by customer demand for electricity, the ability to 

control costs and the authorized regulatory return on equity. 
Annual demand for electricity is based on the number of 
customers and their annual usage, with usage largely impacted 
by weather. Operating results are primarily influenced by the 
level of electric sales to each electric utility's customer base and 
the costs associated with those sales. 

CP&L 

REVENUES 

CP&L's electric revenue fluctuations as compared to the prior 
year were due to the following factors (in millions): 

2000 1999 

Customer growth & usage $ 114 $ 50 

offset by the chemicals and paper industries. which continued to 
decline. The increase in the weather component for 2000 is 
primarily attributable to the fourth quarter when colder-than­
normal weather conditions existed. The decrease in the weather 
component for 1999 reflects overall milder-than-normal 
weather conditions compared to 1998. 

The change in price in 2000 reflects decreases in wholesale prices 
and the continuing effects of the real-time pricing rate schedule . 
For the 1999 comparison period, the price-related decrease is 
due to increased utilization of the real-time pricing tariff, which 
went into effect in late 1998. Sales to North Carolina Eastern 
Municipal Power Agency (Power Agency) and sales to other 
utilities each increased in 2000 after remaining relatively flat in 
the prior period. The increase in revenue related to sales to 
Power Agency is primarily due to increased usage due to colder­
than-normal weather in the fourth quarter. The increase in sales 
to other utilities was primarily due to increased demand due to 
weather and competitive prices in the fourth quarter. 

EXPENSES 

CP&L had an increase in fuel expense in 2000, primarily due to 
increases in volume and increases in fuel prices associated with 
gas- and oil-fired units. For 1999, the change in fuel expense 
primarily reflects changes in the Company's generation mix. 

For the 2000 and 1999 comparison periods, purchased power 
decreased due mainly to the expiration of CP&L's long-term 
purchase power agreement with Duke Energy in mid-1999. 
Additionally, 2000 reflects a decrease in purchases from 
cogeneration facilities. 

CP&L's other operation and maintenance expenses increased in 
2000 due to increases in benefit plan-related expenses and 
emission allowances. For the 1999 comparison period, other 
operation and maintenance expenses were negatively affected by 
$28.6 million of storm restoration expenses incurred as a result 
of Hurricanes Dennis and Floyd, as well as an increase in general 
and administrative expenses. 

Price (16) (31) 
Sales to Power Agency 12 
Sales to other utilities 18 4 
Other 2 

Total Increase $ 185 $ 9 

An increase in the number of customers served and changes in 
usage patterns contributed to revenue increases for both 
..,eriods. CP&L added over 33,000 new customers in 2000 and 
.:9,700 in 1999. Residential and commercial sales increased in 
both periods. Industrial sales usage increased in 2000 after 
declining in 1999. Industrial sales in 2000 were boosted by 
the textile industry and lumber and wood industry, which expe­
rienced increased market demand. This increase was partially 

2000 was reversed in 2001 and recorded as a regulatory asset 
pursuant to an order received on January 5. 2001 from the 
NCUC allowing CP&L to defer these costs for future recovery. 
A total of $23 million was expensed in 2000. See "Retail Rate 
Matters" discussion under OTHER MATIERS for more details. 

Depreciation expense increased substantially in 2000 over 
1999. As approved by regulators, CP&L recorded an addi­
tional $275 million to depreciation expense in 2000 related 
to accelerated cost recovery of nuclear generating assets . 
Depreciation expense for 1999 included $ 68 million of 
accelerated amortization related to certain regulatory assets. 
See  "Re t ail  R a te Matte rs" discu ssio n u nd e r  O T H E R  
MATTERS for more details. 
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Interest expense increased over 1999 due to higher short-term 
interest rates and higher debt balances. Debt balances increased 
to fund construction programs. 

flORIDA POWER 

Florida Power, a subsidiary of FPC, is a regulated public utility 
engaged in the generation, transmission, distribution and sale of 
electricity in portions of Florida. As of December 31, 2000, 
Florida Power operated a system of 14 power plants with 
installed generating capacity of over 8,000 megawatts, of which 
61 % was gas/oil, 29% was coal and 10% was nuclear. 

Progress Energy's operating results include only the month of 
December 2000 for Florida Power after the acquisition was com­
pleted. Electric operating revenues were $241.6 million, while 
fuel and purchased power expenses were $98.9 million and other 
operation and maintenance expenses totaled $50.3 million. 
Revenues and kWh sales in December 2000 were favorably 
affected by colder-than-normal weather conditions. Florida 
Power's operations contributed net income of$21.8 million. 

NATURAL GAS 

On July 15, 1999, the Company acquired NCNG, a natural gas 
utility. NCNG transports, distributes and sells natural gas to 
approximately 173,000 residential, commercial, industrial, 
wholesale and electric power generation customers. NCNG 
serves 110 towns and cities and four municipal gas distribution 
systems in south central and eastern North Carolina. Natural gas 
operations are subject to the rules and regulations of the NCUe. 

The ability to offer natural gas to customers furthers Progress 
Energy's strategy to be a total energy provider while securing fuel 
supplies for planned gas-fired electric generation. To this end, 
construction of the 84-mile Sandhills Pipeline in North 
Carolina, from Iredell County to CP&L's Richmond County 
combustion turbine generation site, is scheduled to be completed 
in the spring of 2001 to coincide with the first phase of CP&L's 
Richmond County Plant. 

Another project, Eastern NCNG (ENCNG), is proceeding with 
construction of a pipeline that will bring natural gas transmis­
sion and distribution to 14 eastern North Carolina counties over 
the next three to five years. CP&L and the Albemarle-Pamlico 
Economic Development Corporation (APEC) will be the joint 
owners of the operations of ENCNG, which will be subject to 
the rules and regulations of the NCUe. On June 15, 2000, the 
NCUC issued an order awarding ENCNG an e.xclusive franchise 
for ali 14 counties and granted $38.7 million in state bond funding 
for phase one of the project. Phase one, which will cost a total of 
$50.5 million, will bring gas service to 6 of the 14 counties. The 
NCUC will consider approval of bond funding for subsequent 
phases of the project at a later date. The Company cannot predict 
the outcome of this matter. 
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The natural gas segment only includes NCNG's regulated utility 
operations. For the year ending December 31, 2000, natural gas 
revenues totaled $324.5 million, while gas purchased for resale 
totaled $250.9 million. These amounts reflect increases in the 
market price of natural gas during 2000. NCNG was able to file 
four rate increases during 2000 to keep pace with these market 
price increases and also filed two additional rate increases that 
were effective on January 1, 2001, and February 1,2001. 

The ability to pass the increases in the market price of gas costs 
through to the customers on a timely basis reduces NCNG's expo­
sure to market fluctuations. Commodity gas costs tracked in rates 
are com pared to the actual commodity gas costs incurred with the 
differences either charged to or returned to customers, as appro­
priate, through NCNG's deferred gas cost mechanism. NCNG 
defers gas costs incurred in meeting customer demand that exceed, 
or are less than, a benchrnark gas cost rate charged to customers. 

It is not anticipated that the recent increases in the market price of 
gas will have a material adverse effect on the consolidated results of 
operations, cash flows or financial position of the Company. 

The natural gas segment contributed net income of $7.1 million 
and $1.3 million in 2000 and 1999, respectively. 

OTHER 

Progress Energy's other segment primarily includes Strategic 
Resource Solutions Corp. (SRS), Progress Energy Ventures, Inc. 
(Energy Ventures), Progress Capital Holdings, Inc. (Progress 
Capital), Progress Telecommunications Corporation (Progress 
Telecom), and Caronet, Inc. (Caronet). This segment also 
includes other non-regulated operations of CP&L, FPC and 
NCNG, as well as holding company results. 

SRS serves the educational, governmental, commercial and 
industrial markets by providing software, systems and services 
for facility and energy management purposes. In 2000, SRS's 
operations achieved profitability due to strong revenue growth 
in the education and federal markets and a continued focus on 
reducing overhead costs. For the 1999 period, SRS's operating 
losses were $9.9 million, down from a $34.7 million loss in 1998. 
This improved performance was attributable to large perform­
ance contracts in the education and federal markets, as well as 
strong sales in commercial and industrial building automation. 

Energy Ventures is a subsidiary created in 2000 that is involved in 
the development and construction of gas-fired merchant 
generation plants and has an ownership interest in two synthetic 
fuel facilities. Effective January 1, 2001, Energy Ventures assumed 
ownership of Monroe Power, a non-regulated merchant plant 
located in Monroe, Georgia, that began operations in Decem­
ber 1999. Monroe Power contributed operating income of 
$4.5 million for the year ended December 31,2000, on contracted 
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capacity and energy sales. Monroe is adding an additional 
generating unit in the second quarter of 2001 that will provide 
additional output and contracted sales in the future. 

Progress Capital is a holding company for FPC's diversified 

operations led by Electric Fuels Corporation (EFC), an energy 

and transportation company. EFC has three' primary business 

segments: Rail Services, Inland Marine Transportation and 

Energy & Related Services. Rail Services and Inland Marine 
Transportation are currently reported as net assets held for sale 
on the Progress Energy consolidated financial statements and 

have been excluded from consolidated results of operations. 
Energy & Related Services' operating results are primarily 

affected by the supply and demand for low-sulfur coal, natural 
gas and the demand for a coal-based synthetic fuel. EFC has an 
ownership interest in nine synthetic fuel facilities that combine a 

chemical change agent with coal fines to produce a synthetic fuel. 

EFC is currently responsible for managing all of Progress 

Energy's sy nthetic fuel facilities. 

Progress Telecom, acquired as part of the FPC acquisition, 

provides broadband capacity services, dark fiber and wireless 
services in Florida and the Southeast United States. Progress 
Telecom's operations for the month of December did not have a 

,gnificant effect on Progress Energy's results of operations. 

In December 2000, Progress Telecom signed an important 

agreement with Emergia, a subsidiary of Telefonica, to be the 
preferred U.S. provider handling international telecommunica­

tions traffic to and from South America. Additionally, Progress 
Telecom will complete the integration of its fiber network with 
CP&L's Caronet network (see discussion below) in the first 

quarter of2001, giving it a fiber network stretching from 
southern Florida to Washington, D.c. 

Caronet serves the telecommunications industry by providing 
fiber-optic telecommunications services, Effective June 28, 2000, 

Caronet, formerly reported as Interpath, contributed the net 

assets used in its application service provider business to a newly 
formed company for a 35% ownership interest (10% voting 
interest). Therefore, the application service provider revenues 
are not reflected in the Progress Energy consolidated financial 
statements subsequent to that date. On September 28, 2000, 

Caronet sold its 10% limited partnership interest in BeUSouth 
Carolinas PCS for a pre-tax gain of $200 million, which is 

recorded as other income. Caronet's operating losses were 
$66.1 million and $44.6 million in 2000 and 1999, respectively. 

The other segment also includes Progress Energy's holding 

-ompany results. As part of the acquisition of FPC, goodwill of 
?proxirnately $3.4 billion was recorded and the amortization of 

$7.0 million is included in the other segment. As described in 
Note 11 to the consolidated financial statements, the holding 

company also recorded an $8.9 million decrease in the liability 

related to the CVOs. Additionally, interest expense of 

$28.0 million on the $3.5 billion of short-term debt used to 

finance the acquisition of FPC is included in these results. 

Income taxes fluctuate with changes in income before income 
taxes. In addition, 2000 income tax expense was decreased by . 
income tax credits generated through the synthetic fuel 
operations of Energy Ventures and EFC. 

LlnUIDITY AND CAPITAL RESOURCES 

Progress Energy is a registered holding company and, as such, 
has no operations of its own. While Progress Energy conducts all 

of its operations through its subsidiaries, the ability to meet its 
obligations is dependent on the earnings and cash flows of those 
subsidiaries and the ability of those subsidiaries to pay dividends 
or to advance or repay funds to Progress Energy. The foUowing 
discussion of Progress Energy's liquidity and capital resources 
is on a consolidated basis. The consolidated results contain 
information for FPC since the date of acquisition. 

Progress Energy continues to focus on its strategy of becoming 
an integrated energy holding company through its acquisition of 
FPC and investments in its subsidiaries. 

CASH FLOWS FROM OPERATIONS 

The cash requirements of Progress Energy arise primarily from 
the capital-intensive nature of its electric utility operations as 
well as the expansion of its diversified businesses. Fuel and 
purchased power expenses are significant operating costs for the 
two electric utilities, CP&L and Florida Power. Both utilities 
recover essentially all of these costs from customers through fuel 
and energy cost recovery clauses. 

Cash from operations is the primary source used to meet the net 
cash requirements; however, approximately 20% of the total 
capital expenditures in 2000, excluding the acquisition of FPC, 
were funded by external debt. The increase in cash from operat­
ing activities for the 2000 period is largely the result of higher net 
income and the addition of FPC. 

Going forward, cash generated from Progress Energy's regulated 
businesses (CP&L, Florida Power and NCNG) is expected to 
provide the majority of the funds for the Company's business 
needs. In addition, approximately 10%-15% of the Company's 
total projected capital expenditures for the next three years are 
,expected to be funded by external debt. 

INVESTING ACTIVITIES 

Cash used in investing activities was $3.5 billion greater in 2000 

than in 1999, primarily due to the acquisition of FPC. Progress 
Energy paid approximately $3.5 billion in cash as part of the total 
purchase consideration. Progress Energy's property additions 
increased approximately $261 million in 2000 primarily due to 
the expansion of the Company's generation fleet. The sale of the 
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(32) (38) (46)AFUDC 

Company's limited partnership interest in BellSouth Carolinas 
PCS resulted in cash proceeds of approximately $200 million. 
See Note 2 to the consolidated financial statements. In addition, 
Progress Energy intends to sell the Rail Services and Inland 
Marine Transportation business segments and would use any of 
the proceeds received from the sale to reduce debt. 

Estimated capital requirements for 200l through 2003 primarily 
reflect construction expenditures to add regulated and non­
regulated generation, transmission and distribution facilities, as 
well as to upgrade existing facilities. Those capital requirements 
are reflected in the following table (in millions): 

2001 2002 2003 

Construction expenditures $ 1,522 $ 1,512 $ 1,523 
Nuclear fuel expenditures 119 60 no 

of securities as well as the establishment of intracompany 
extensions of credit. As a result, Progress Energy has approval for 
the issuance of common stock, preferred securities and short and 
long-term debt. The total amount of debt of Progress Energy, 
excluding subsidiaries, cannot exceed $5 billion and it must also 
maintain a common equity ratio of at least 30%. Progress Energy 
also has established a utility and non-utility money pool to 
facilitate the efficient use of cash flows among the Company's 
utility and non-utility subsidiaries. 

At December 31, 2000, the Company had lines of credit totaling 
$5.5 billion, all of which are used to support its commercial 
paper borrowings. The available balance of these facilities totaled 
$4.7 billion. The Company is required to pay minimal annual 
commitment fees to maintain its credit facilities. See Note 6 to 
the consolidated financial statements. 

Total $ 1,609 $ 1,534 $ 1,587 

The table includes expenditures of approximately $172 million 
expected to be incurred at fossil-fueled electric generating 
facilities to comply with the Clean Air Act and approximately $300 
million for the expansion of Progress Telecom's fiber network. 

FINANCING ACTIVITIES 

Cash provided by financing activities increased approximately 
$3.5 billion over 1999, primarily due to the proceeds received 
from the issuance of commercial paper used to fund the FPC 
acquisition. In addition, financing activities were marginally 
affected by the issuance and redemption of long-term debt. 

During 2000, CP&L issued $300 million principal amount of 
Senior Notes and $497.6 million principal amount of variable 
auction-rate First Mortgage Bonds, Pollution Control Series. 
In addition, CP&L retired or redeemed $47. 3 million principal 
amount of Promissory Notes, $150 million principal amount of 
First Mortgage Bonds and $497.6 million principal amount of 
variable rate Pollution Control Obligations. For the period from 
2001 to 2003, the Company's mandatory retirements oflong-term 
debt are $184 million, $182 million and $282 million, respectively. 

On November 30, 2000, Progress Energy funded 65% of the 
acquisition cost of FPC with approximately $3.5 billion of 
commercial paper, backed by its $3.75 billion credit facility. 
The remaining 35 % was funded through .the issuance of 
46.5 million shares of common stock. 

In February 2001, Progress Energy issued $3.2 billion of senior 
unsecured notes with maturities ranging from three to thirty 
years. These notes were issued with a weighted-average coupon 
of 7.06%. Proceeds from this issuance were used to retire 
commercial paper and other short-term indebtedness issued in 
connection with the FPC acquisition. 

As a registered holding company under PUHCA, Progress 
Energy obtained approval from the SEC for the issuance and sale 
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Florida Power and Progress Capital have two uncommitted bank 
bid facilities authorizing them to borrow and re-borrow, and 
have loans outstanding at any time up to $100 million and 
$300 million, respectively. At December 31, 2000, there were no 
outstanding loans against these facilities. 

Florida Power and CP&L both have public medium-term note 
programs providing for the issuance of either fixed or 
floating interest rate notes. At December 31, 2000, $250 million 
and $300 million, respectively, were available for issuance. 
In addition, Progress Capital has a private medium-term note 
program of $400 million for the issuance of either fixed or 
floating rate interest notes. At December 31, 2000, there were no 
medium-term notes outstanding under this program. 

Progress Energy has on file with the SEC a shelf registration 
statement under which senior notes, junior debentures and 
other trust preferred securities are available for issuance by 
the Company. As of December 31, 2000, the Company had 
$4.0 billion available under this shelf registration. Progress 
Energy's issuance of $3. 2 billion of senior unsecured notes in 
February 2001, as discussed above, reduced the amount available 
for issuance under this registration statement. 

The following table shows Progress Energy's capital structure as 
of December 31, 2000 and 1999: 

2000 1999 

Common Stock Equity 34.9% 49.7% 
Preferred Stockof Subsidiaries 0.6% 0.9% 
Short and Debt 64.5% 49.4% 

The acquisition of FPC through the issuance of approximately 
$3.5 billion of commercial paper resulted in an increase in 
Progress Energy's consolidated total debt to capital ratio. The 
increase in leverage was the primary reason that the credit ratings 
of both CP&L and Florida Power were downgraded in the fall 
of 2000 by Standard & Poor's, Inc. (S&P) and Moody's Investor 
Service (Moody's). 
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2.8 million customers in portions of North Carolina, South 

Carolina and Flo rida. CP&L's and Flo rida Power's utility 

operations are complementary: CP&L has a summer peaking 

demand, while F lorida Power has a winter peaking demand. 

In addition, CP&L's greater proportion of commercial and 

industrial customers combined with Florida Power's greater 

proportion of residential customers creates a more balanced 

customer base. Successful integration of FPC and CP&L is the 

Company's immediate priority. The Company is dedicated to 

expanding the region's electric generation capacity and 

delivering reliable, competitively priced energy. 


The traditional business of the electric and gas utilities is 

providing electricity and natural gas to customers within their 

service areas in the Carolinas and Florida. Prices for electricity 

provided to retail customers are set by the state regulatory 

commissions under cost-based regulatory principles. See Note 

12 to the consolidated financial statements for a dditional 

information about these and other regulatory matters. 


Future earnings for the electric and gas utilities will depend upon 

growth in electric energy and gas sales, which is subject to a nwn­


ber of factors. These factors include weather, competition, energy 

conservation practiced by customers, the elasticity of demand, 

and the rate of economic growth in the traditional service area . 


Regulatory issues facing Progress Energy are discussed in the 

"Current Regulatory Environment" discussion under OTHER 

MATTERS below. 


Progress Energy is focused on both regulated and non-regulated 

generation expansion, power marketing and synthetic fuel 

production. The Company will continue to prepare for deregu­


lation as it grows Progress Energy's generation fleet. Additional 

generation capacity is planned to serve the growth expected in 


the Company's service territories, to increase reserve margins at 

the regulated subsidiaries, and to take advantage of merchant 

generation opportunities. The Company will continue to assess 

the appropriate mix between regulated and non -regulated 

generation capacity, taking into account anticipated demand 

within its ser vice ter ritories, financing considerations, 

regulatory requirements and other factors. The Company is also 

considering moving generation currently planned for its 

regulated utilities into a non-regulated entity, which would 

require regulatory approval. 


Progress Energy's electric utilities are involved in the develop­


ment of the GridSouth Regional Transmission Organization 

(RTO) with Duke Energy Corporation and South Carolina 

Electric and Gas Company, and the GridFlorida RTO, with 

Florida Power & Light Company and Tampa Electric Company. 

The Company con tinues to assess the structural options that 

may be available to maximize the value of its transmission assets. 

Refer to the "Current Regulatory Environment" discussion 

under OTHER MAT TERS below for further discus sion of 
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Current ratings for senior secured, senior unsecured and 
commercial paper are presented below: 

Florida Progress 
CP&l Power Energy 

Moody's/ Moody's/ Moody's/ 
S&P S&P S&P 

Senior Secured Notes A3/BBB+ Al/BBB+ n/a 
Senior Unsecured Notes BaaIlBBB+ A2/BBB+ Baal/BBB 
Commercial P-2/A-2 P-l/A-2 P-2/ A-2 

The amount and timing of future sales of Company securities 
will depend on market conditionø and the specific needs of the 
Company. The Company may from time to time sell securities 
beyond the amount needed to meet capital requirements in 
order to allow for the early redemption of long-term debt, the 
redemption of preferred stock, the reduction of short-term debt 
or for other general corporate purposes. 

FUTURE OUTlOOK 

The results of operations for the past three years are not neces­
sarily indicative of future earnings potential. The level of 
'rogress Energy's future earnings depends on numerous 
• actors. See SAFE HARBOR FOR FORWARD-L OOKING 
STATEMENTS for a discussion of factors to be considered with 
regard to forward-looking statements. 

FPC's future operations will contribute to a substantial increase 
in Progress Energy's operating income. Progress Energy will also 
have annual amortization expense of approximately $84 million 
related to the $3.4 billion of preliminary goodwill recorded for 
the purchase of FPC. Cost savings from synergies are expected to 
offset the goodwill amortization. Additionally, the issuance of 
approximately $3.5 billion in commercial paper to consummate 
the FPC t ransaction will increase interest expense. Progress 
Energy refinanced the majority of this debt in February 2001 to 
take advantage of lower long-term interest rates. 

In February 2001, the Financial Accounting Standards Board 
(FASB) issued a revised Exposure Draft of its proposed state­
ment, Business Combinations and Intangible Assets. The revised 
Exposure Draft contains the FASB's tentative decisions about 
requiring the use of a non-amortization approach to account for 
goodwill. Under that approach, rather than being amortized, 
goodwill would be reviewed periodically for impairment. 
The FASB expects to issue a final statement by June 2001. 
The Company cannot currently predict what impact the final 
ùASB statement will have on the Company's goodwill. 

The acquisi tion of FPC posi tions Progress Energy as a regional 
energy company focusing on the high-growth Southeast region 
of the United States. Progress Energy has more than 19,000 
megawatts of generation capacity and serves approximately 



transmission and the Company's compliance with Federal 
Energy Regulatory Commission (FERC) Order No. 2000. 

The Company is focused on both the distribution and retail 
components, delivering a high-level of customer service while 
offering value-added products and services to its customers. The 
Company will emphasize maintenance and enhancement of 
infrastructure, power quality and reliability, and work to 
establish appropriate codes of conduct to insure efficient recov­
ery of any capital investment in energy delivery. 

The fiber assets of Caronet and Progress Telecom are being 
combined under the management of Progress Telecom with a 
focus primarily on the carriers' carrier business. Management 
believes that there are synergies with the infrastructure service 
capabilities of its core businesses and Progress Telecom. 
The Company expects to complete the extension of the network 
within its current "footprint" (from Washington, D.C. to Miami, 
Florida, including Virginia, North Carolina, South Carolina and 
Georgia) and partner with others to gain access to capacity 
outside this region. The Company will focus on lit fiber 
expansion (with electronics attached), with some expansion of 
its dark fiber capacity. 

Compliance costs related to current and future environmental 
laws and regulations could affect earnings if such costs are not 
fully recovered. The Clean Air Act and other important environ­
mental items are discussed in "Environmental Matters" under 
OTHER MATTERS below. 

As regulated entities, both electric utilities and the gas utility are 
subject to the provisions of Statement of Financial Accounting 
Standards (SFAS) No. 71, "Accounting for the Effects of Certain 
Types of Regulation." Accordingly, the utilities record certain 
assets and liabilities resulting from the effects of the ratemaking 
process, which would not be recorded under generally accepted 
accounting principles for unregulated entities. The utilities' 
ability to continue to meet the criteria for application of SFAS 
No. 71 may be affected in the future by competitive forces and 
restructuring in the electric utility industry. In the event that 
SFAS No. 71 no longer applied to a separable portion of the 
utilities' operations, related regulatory assets and liabilities 
would be eliminated unless an appropriate regulatory recovery 
mechanism is provided. Additionally, these factors could result 
in an impairment of utility plant assets as determined pursuant 
to SFAS No. 121, "Accounting for the Impairment of Long-Lived 
Assets and for Long-Lived Assets to Be Disposed Of." 

OTHER MATTERS 

CURRENT REGULATORY ENVIRONMENT 

GENERAL 

The Company's electric and gas utility operations in North 
Carolina, South Carolina and Florida are regulated �the 

NCUC, the Public Serv ice Commission of South Carolina 
(SCPSC) and the Florida Public Service Commission (FPSC), 
respectively. The electric businesses are also subject to regulation 
by FERC, the U.S. Nuclear Regulatory Commission (NRC) and 
the U.S. Environmental Protection Agency (EPA), and by envi­
ronmental authorities in the states in which they operate. 
In addition, the Company is subject to regulation by the SEC as a 
registered holding company under PUHCA. As a result of 
regulation, many of the fundamental business decisions, as well 
as the rate of return the Company is permitted to earn, are 
subject to the approval of governmental agencies. 

FPC has previously entered into a stipulation agreement 
. committing several parties not to seek any reduction in Florida 

Power's base rates or authorized range of return on equity. That 
agreement expires on June 30, 2001. 

On July 7, 2000, the FPSCopened a docket to review Florida Power's 
earnings including the effects of the acquisition by Progress 
Energy. The FPSC's decision is expected by late March 2001. 

ELECTRIC INDUSTRY RESTRUCTURING 

CP&L and Florida Power continue to monitor progress toward a 
more competitive environment and have actively participated in 

regulatory reform deliberations in North Carolina, South 
Carolina and Florida. Movement toward deregulation in these 
states has been affected by recent developments related to 
deregulation of the electric industry in California. 

• North Carolina. On January 24, 2001, the Commission on the 
Future of Electric Service in North Carolina announced that it 
would not recommend any new laws on electricity deregulation 
to the 2001 session of the North Carolina General Assembly, 
citing the commission's determination that more research is 
needed. The commission's initial report to the General Assembly, 
issued on May 16, 2 000 , had contained several proposals, 
including a recommendation that electric retail competition 
should begin in North Carolina by 2006. In its January 24, 2001 

announcement, the commission also requested that the NCUC 
consider regulatory changes to facilitate the construction of 
wholesale generation facilities by private companies, including 
the elimination of requirements that such companies provide 
proof of a committed customer base and need for additional 
power in order to obtain operating licenses. 

• South Carolina. The Company expects the South Carolina 
General Assembly will continue to monitor the experiences of 
states that have implemented electric restructuring legislation. 

• Florida. On January 31, 2001, the Florida 2020 Study Commis­
sion voted to forward a "proposed outline for wholesale 
restructuring" to the Florida legislature for its consideration in 

the 2001 session. The legislative session begins during the first 
week of March and concludes during the first week of May. 
The wholesale restructuring outline is intended to facilitate the 
evolution of a more robust wholesale marketplace in Florida. 



Some of the key provisions proposed include: 

independent power producers, including affiliates of 
utilities, would be allowed to compete in the Florida 
wholesale market; 

· 

• continued recovery of contract cost under the Public 
Utilities Regulatory Policies Act of 1978 (current recovery 
of these costs is made through capacity recovery clauses); 

· generating assets owned by regulated utilities would be 
transferred at net book value to affiliates (nuclear asset 
transfer would be optional); 

· capacity from transferred generating assets would be com­

mitted back to the utility using cost-based transition con­
tracts which phase out over a six year period; 

· following the transition period, all new capacity, including 
that acquired from utility affiliates, would be acquired 
competitively in the open market; 

· utilities would continue to have to prove that the means by 

which they acquire power are prudent and result in the 
lowest acquisition cost; and 

· existing base rates would be frozen for three years (base rates 

cover costs not recovered through pass-through clauses ­
fuel, purchased power and energy conservation expenses ­

and these would continue under the recommendations). 

Management cannot predict whether the Florida legislature will 

act on any of the study commission's recommendations or what 
impact the recommendations would have on the Company if 
adopted as proposed. The study commission has a deadline of 
December 2001 to propose recommendations with respect to 
retail restructuring, but the Company cannot predict the timing 
or substance of any such recommendations. 

The Company cannot anticipate when, or if, any of these states 
will move to increase competition in the electric industry. 

REGIONAL TRANSMISSION ORGANIZATIONS 

On December 20,1999, FERC issued Order No. 2000 on RTOs. 
The Order required public utilities that own, operate or control 
interstate electricity transmission facilities to have filed, by Octo­
ber 2000, either a proposal to participate in an RTO or an alter­

native filing describing efforts and plans to participate in 
an RTO. To date, the Company 's electric utilities have responded 
to the order as follows: 

• CP&L. In October 2000, CP&L, along with Duke Energy 
"orporation and South Carolina Electric & Gas Company, 

ed with FERC an application for approval of a for-profit trans­
mission company, currently named GridSouth. The three 
companies are continuing to make progress in developing 
GridSouth and are planning to make a supplemental filing to the 
original GridSouth RTO application in the first quarter of 2001. 

• Florida Power. In October 2000, Florida Power, along with 


Florida Power & Light Company and Tampa Electric Company, 


filed with FERC an application for approval of an RTO for 


peninsular Florida, currently named GridFlorida. On January 


10,2001, FERC rendered a positive order on certain aspects of the 


GridFlorida RTO application, specifically governance and cer­


tain financial obligations. The three companies are continuing to 

make progress towards the development of Grid Florida. 


ENERGY COSTS PROVISIONS 

Operating costs not covered by a utility's base rates include 

increases in fuel, purchased power and energy conservation 

expenses. Each state commission allows electric utilities to 

recover certain of these costs through various cost recovery 


clauses, to the extent the respective commission determines in an 

annual hearing that such costs are prudent. Costs recovered by 

the Company's electric utilities, by state, are as follows: 


• No rth Car o lina - fuel costs and the fuel portion of  
purchased power; 

· South Carolina - fuel costs, purchased power costs, and 
emission allowance expense; and 

• Florida - fuel costs, purchased power costs and energy 
conservation expenses. 

Each state commission's determination results in the addition of 

a rider to a utility's base rates to reflect the approval of these costs 

and to reflect any past over- or under-recovery. Due to the 

regulatory treatment of these costs and the method allowed for 

recovery, changes from year to year have no material impact on 

operating results. 


Additionally, the natural gas utility is allowed to recover the 

difference between the actual gas costs incurred and the gas 

costs collected from its customers. Therefore, any past over­


or under-recovery is refunded or collected, as applicable, 

through the use of a deferred gas accoun t. 


RETAIL RATE MAnERS 

The NCUC and SCPSC approved proposals to accelerate cost 

recovery of CP&L's nuclear generating assets beginning January 

1 ,2000, and continuing through 2004. The accelerated cost 

recovery began immediately after the 1999 expiration of the 

accelerated amortization of certain regulatory assets. Pursuant 

to the orders, CP&L's accelerated depreciation expense for 

nuclear generating assets was set at a minimum of $106 million 

with a maximum of $150 million per year. In late 2000, CP&L 


received approval from the NCUC and the SCPSC to further 

accelerate the cost recovery of its nuclear generation facilities in 

2000 by $125 million. This additional depreciation will allow 

CP&L to reduce the minimum annual depreciation in 2001 

through 2004 to $75 million. The resulting total accelerated 

depreciation in 2000 was $275 million. Recovering the costs of its 

nuclear generating assets on an accelerated basis will better 
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position CP&L for the uncertainties associated with potential 
restructuring of the electric utility industry. 

In June 2000, CP&L filed a request with the NCUC seeking 
approval to defer sulfur dioxide (S02) emission allowance 
expenses, effective as of January 1, 2000, for recovery in a future 
general rate case proceeding or by such other means as the 
NCT)C may find appropriate. On January 5, 2001, the NCUC 
issued an order authorizing CP&L to defer, effective January 1,

II 2000, the cost of S02 emission allowances purchased pursuant 
"'-

to the Clean Air Act. Emission allowance expense of $16 million 
that was recorded in 2000 was reversed in 2001 and recorded as a 
regulatory asset. The rate making treatment of the regulatory 
asset has not been determined. CP&L is allowed to recover 
emission allowance expense through the fuel clause adjustment 
in its South Carolina retail jurisdiction. 

In conjunction with the a<;:quisition of NCNG, CP&L agreed to 
cap base retail electric rates in North Carolina and South 
Carolina through December 2004. The cap on base retail electric 
rates in South Carolina was extended to December 2005 in 
conjuction with regulatory approval to form a holding company. 
NCNG also agreed to cap its North Carolina margin rates for gas 
sales and transportation services, with limited exceptions, 
through November 1,2003. Management is of the opinion that 
this agreement will not have a material effect on the Company's 
consolidated results of operations or financial position. 

In conjunction with the merger with FPC, CP&L reached a 
settlement with the Public Staff of the NCUC in which it agreed 
to reduce rates to all of its non-real time pricing customers by 
$3 million in 2002, $4.5 million in 2003, $6 million in 2004 and 
$6 million in 2005. CP&L also agreed to write off and forego 
recovery of $ 10 million of unrecovered fuel costs in each of its 
2000 NCUC and SCPSC fuel cost recovery proceedings. Also in 
conjunction with the merger, the FPSC opened a docket to 
review Florida Power's earnings including the effects of the 
merger. The FPSC's decision is expected by late March 2001. The 
Company cannot predict the outcome of this matter. 

Florida Power, with the approval of the FPSC, established a 
regulatory liability to defer a portion of 2000 revenues. If an 
alternative proposal is not filed by April 2, 2001, Florida Power 
will be directed to apply the deferred revenues of $63 million, 
plus accrued in terest, to offset certain regulatory assets related to 
deferred purchased power termination costs. 

NUCLEAR 

In the Company's retail jurisdictions, provisions for nuclear 
decommissioning costs are approved by the NCUC, the SCPSC 
and the FPSC and are based on site-specific estimates that 
include the costs for removal of all radioactive and other 
structures at the site. In the wholesale jurisdictions, the provi­
sions for nuclear decommissioning costs are approved by FERC. 
See Note 1G to the con solidated financial statements for a 
discussion of Progress Energy's nuclear decommissioning costs. 
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On December 21,2000, CP&L received pennission from the NRC 
to double its storage capacity for spent fuel rods in Wake County, 

North Carolina. The NRC's decision came two years after CP&L 
asked for permission to open two unused storage pools at the 

Shearon Harris Nuclear Plant (Harris plant). The approval means 
CP&L can complete cooling systems and install storage racks in its 
third and fourth storage pools at the Harris plant. After the NRC 

rejected a petition for review and motion for stay, counsel for the 
Board of Commissioners of Orange County, North Carolina , 

filed a motion for stay in the District of Columbia Circuit Court of 
Appeals. Orange County is seeking a court order to delay the 
storage of fuel in the third and fourth pools. The Company cannot 
predict the outcome of this matter. 

As required under the Nuclear Waste Policy Act of 1982,CP&Land 
Florida Power each entered into a contract with the U.S. Depart­
ment of Energy (DOE) under which the DOE agreed to begin 
taking spent nuclear fuel by no later than January 31, 1998. All 
similarly situated utilities were required to sign the same standard 
contract. See Note 19 to the consolidated financial statements for a 
discussion of recent spent nuclear fuel and DOE developments. 

SYNTHETIC FUELS 

Progress Energy, through its subsidiaries, is a majority owner in 
seven facilities and a minority owner in two facilities that 
produce synthetic fuel from coal fines, as defined under the 
Internal Revenue Service Code (Code). The production and sale 
of the synthetic fuel from these facilities qualifies for tax credits 
under Section 29 of the Code (Section 29) if certain require­
ments are satisfied, including a requirement that the synthetic 
fuel differs significantly in chemical composition from the coal 
fines used to produce such synthetic fue!' In 1999, three of the 
majority-owned facilities applied for and received a Private 
Letter Ruling (PLR) from the Internal Revenue Service (IRS) 
regarding several issues relating to the facilities' qualification for 
tax credits. During 2000, the four other majority-owned facilities 
applied for PLRs with the IRS. On October 26,2000, the IRS 
released Revenue Procedure 2000-47, which notified taxpayers 
that the IRS National Office will not issue PLRs on the question 
of whether a solid synthetic fuel produced from coal is a 
"qualified fuel" under Section 29,except in the case of coke and 
in the case of solid synthetic fuels produced from "waste coa!." 
The procedure also advised taxpayers, with pending ruling 
requests, that they can modify their requests to advise the IRS if 
they are producing solid synthetic fuels from waste coal sources. 
On December 6,2000, the Company submitted a letter to advise 
the IRS that the facilities with pending ruling requests are 
producing solid synthetic fuel from waste coal sources and 
requested that they issue favorable rulings. The IRS has yet to act 
on the PLRs. Should the tax credits be denied on future audits, 
and Progress Energy fails to prevail through the IRS or legal 

process, there could be a significant tax liability owed for 
previously-taken Section 29 credits, with a significant impact on 
earnings and cash flows. In management's opinion, Progress 

Energy is complying with all the necessary requirements to be 
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allowed such credits under Section 29, but cannot predict the 
outcome of this matter. 

ENVIRONMENTAL MATTERS 
The Company is subject to federal, state and local regulations 
addressing air and water quality, hazardous and solid waste 
management and other environmental matters. 

Various organic materials associated with the production of 
manufactured gas, generally referred to as coal tar, are regulated 
under federal and state laws. The lead or sole regulatory agency 
that is responsible for a particular former coal tar site depends 
largely upon the state in which the site is located. There are 
several manufactured gas plant (MGP) sites to which both 
electric utilities and the gas utility have some connection. In this 
regard, both electric utilities and the gas utility, with other 
potentially responsible parties, are participating in investigating 
and. if necessary,  rem ediating former coal tar sites with 
several regulatory agencies, including, but not limited to, the 
EPA, the Florida Department of Environment and Protection 
(DEP) and the North Carolina Department of Environment and 
Natural Resources. Division of Waste Management (DWM). 

Both electric utilities, the gas utility and EFC are periodically 
notified by regulators such as the EPA and various state agencies 
of their involvement or potential involvement in sites, other than 
MGP sites, that may require investigation and/or remediation. 
Although the Company's subsidiaries may incur costs at the sites 
about which they have been notified, based upon the current sta­
tus of these sites, the Company does not expect those costs to be 
material to the consolidated financial position or resul ts of oper­
ations of the Company. 

The EPA has been conducting an enforcement initiative related 
to a number of coal-fired utility power plants in an effort to 
determine whether modifications at those facilities were subject 
to New Source Review requirements or New Source Perfor­
mance Standards under the Oean Air Act. Both electric utilities 
have recently been asked to provide information to the EPA as 
part of this initiative and have cooperated in providing the 
requested information. The EPA has initiated enforcement 
actions, some of which have resulted in settlement agreements, 
ranging from $1.0 billion to $1.4 billion, by other companies that 
have been subject to this initiative. The Company cannot predict 
the outcome of this matter. 

The EPA published a final rule approving petitions under section 
126 of the Clean Air Act, which requires certain sources to make 
reductions in nitrogen oxide emissions by 2003. The final rule 
also includes a set of regulations that affect nitrogen oxide 
emissions from sources included in the petitions. The North 
Carolina fossil-fueled electric generating plants are included in 
these petitions. CP&L, other utilities, trade organizations and 
other states are participating in litigation challenging the EPA's 
action. The Company cannot predict the outcome of this matter. 31 

In 1998, the EPA published a final rule addressing the issue of 
regional transport of ozone. This rule is commonly known as the 
NOx SIP Call. The EPA's rule requires 23 jurisdictions, including 
North and South Carolina, but not Florida, to further reduce 
nitrogen oxide emissions in order to attain a pre-set state NOx 
emission level. The EPA's rule also suggests to the states that these 
additional nitrogen oxide emission reductions be obtained 
from the utility sector. CP&L is evaluating necessary measures to 
comply with the rule and estimates its related capital expendi­
tures could be approximately $370 million, which has not been 
adjusted for inflation. A portion of this amount that is 
co mmitted to be spent from 2001 to 2003 is discussed in 
"Investing Activities" under LIQUIDITY AND CAP ITAL 
RESOURCES above. Increased operation and maintenance 
costs relating to the NOx SIP Call are not expected to be material 
to the Compa ny's results of operations. Further controls are 
a nticipated as electricity demand increas es. CP&L, other 
utilities, trade organizations and states are participating in 
litigation challenging the NOx SIP Call .  The District of 
Columbia Circuit Court of Appeals upheld the EPA's NOx SIP 
Call. Further appeals to the U.S. Supreme Court have been filed. 
Prior to resolution of a potential appeal, the EPA is requiring 
regulations in the states involved in the NOx SIP Call including 
North and South Carolina to comport with the NOx SIP Call. 
Acceptable state plans can be approved in lieu of the final rules 
the EPA approved as part of the 126 petitions. North and South· 
Carolina are proceeding to adopt such plans. The Company 
cannot predict the outcome of this matter. 

In July 1997, the EPA issued final regulations establishing a new 
eight-hour ozone standard. In October 1999, the District of 
Columbia Circuit Court of Appeals ruled against the EPA with 
regard to the federal eight-hour ozone standard. CP&L, other 
utilities, trade organizations and states are participating in a 
further appeal to the U.S. Supreme Court. North Carolina 
adopted the federal eigh t -hour ozone standard and is proceeding 
with the implementation process. North Carolina has promul­
gated final regulations, which will require CP&L to install 
nitrogen oxide controls under the state's eight-hour ozone 
standard. The cost of those controls are included in the cost 
estimate of$370 million set forth above. 

Both electric utilities and the gas utility have filed claims with the 
Company's general liability insurance carriers to recover costs 
arising out of actual or potential liabilities. Some claims have 
settled and others are still pending. While management cannot 
predict the outcome of these matters, the outcome is not 
expected to have a material effect on the consolidated financial 
position or results of operations. 

NEW ACC OUNTING STANDARDS 
See Note I to the consolidated financial state ments for a 
discussion of the impact of new accounting standards. 
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Market risk represents the potential loss arising from adverse 
changes in market rates and prices. Certain market risks are 
inherent in the Company's financial instruments, which arise 
from transactions entered into in the normal course of business . 
The Company's primar y exposures are changes in interest rates 
with respect to its long-term debt and commercial paper, and 
fluctuations in the return on marketable securities with respect 
to its nuclear decommissioning trust funds. The Company 

l� manages its market risk in accordance with its established risk 
management policies, which may include entering into various 

I derivative transactions. 

These financial instruments are held for purposes other than 
trading. The risks discussed below do not include the price risks 
associated with non-financial instrument transactions and 
positions associated with the Company's operations, such as 
purchaseand sales commitments and inventory. 

MARKETABLE SECURITIES PRICE RISK 

The Company's electric utility subsidiaries maintain trust funds, 
pursuant to NRC requirements, to fund certain costs of decom­
missioning their nuclear plants. These funds are primarily 
invested in stocks, bonds and cash equivalents, which are 
exposed to price fluctuations in equity markets and to changes in 
interest rates. At December 31, 2000 and 1999, the fair values of 
these funds were $812.0 million and $379.9 million, respectively. 
The fair value at December 31, 1999 only includes the trust funds 
of CP&L, as Florida Power was acquired in November 2000. The 
Company actively monitors its portfolio by benchmarking the 
performance of its investments against certain indices and by 
maintaining, and periodically reviewing, target allocation 
percentages for various asset classes. The accounting for nuclear 
decommissioning recognizes the costs as recovered through the 
Company's regulated electric rates and, therefore, fluctuations in 
trust fund marketable security returns do not affect the earnings 
of the Company. 

cva MARKET VALUE RISK 

In connection with the acquisition of FPC, the Company issued 
98.6 million CVOs. Each CVO represents the right to receive 
contingent payments based on the performance of four 
synthetic fuel facilities purchased by subsidiaries of FPC in 
October 1999. The payments, if any, are based on the net after­
tax cash flows the facilities generate. These CVOs are valued at 
fair value and unrealized gains and losses from changes in fair 
value are recognized in earnings. At December 31, 2000, the fair 
value of these CVOs was $40.4 million. A hypothetical 10% 

decrease in market price would result in a $4.0 million decrease 
in the fair value of the CVOs. 

INTEREST RATE RISK 

The Company manages its interest rate risks through the use 
of a combination of fixed and variable rate debt. Variable rate 
debt has rates that adjust in periods ranging from daily to 
monthly. Interest rate derivative instruments may be used to 
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adjust interest rate exposures and to protect against adverse 
movements in rates . 

The following tables provide information as of December 31, 
2000 and 1999, respectively, about the Company's interest rate 
risk sensitive instruments. The tables present principal cash 
flows and weighted-average interest rates by expected maturity 
dates for the fixed and variable rate long-term debt, commercial 
paper, FPC obligated mandatorily redeemable securities of trust, 
and other short-term indebtedness. For interest-rate swaps and 
interest-rate forward contracts, the tables present notional 
amounts and weighted-average interest rates by contractual 
maturity dates. Notional amounts are used to calculate the 
contractual cash flows to be exchanged under the interest-rate 
s waps and the settlement amounts under the interest-rate 
forward contracts. 
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DECEMBER 31. 2000 

2001 2002 2003 2004 

IDalia.. in millions) 

Fixed rate long-term debt $ 184 $ 182 $ 282 $ 368 
Average interest rate 6.84% 6.450/0 6.42% 6.83% 
Variable rate long-term debt 
Average interest rate 
Commercial paper $ 986 
Average in terest rate 7.25% 
Extendible notes $ 500 
Average interest rate 6.76% 
FPC mandatorily redeemable 

securities of trust 
Fixed rate 
Interest-rate swaps: 
Pay fixed/receive variable( I) $ 500 
Interest rate forward contracts 

related to anticipated 
debt issuances (2) $l,US 

111 R.c.i•• s floating rat. bas.d on thr.e-month LIB DR and plYS li ••d bt. 017.17'1•. 
(21 R.c.i•• s IIoating rat. bas.d on thr ••-month UBOR and pays w.ight.d-..... g. li ••d rat.s olappro.imat.ly 6.77%. 

DECEMBER 31. 1999 

10011... in millions) 

Fixed rate long-term debt 
Average interest rate 
Variable rate long-term debt 
Average in terest rate 
Commercial paper 
Average interest rate 
Extendible notes 

interest rate 

2000 

$ 197 
6.15% 

$ 363 
6.07% 

$ 332 
5.88% 

2001 2002 2003 

$ 100 $ 7 
7.17% 12.88% 
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2005 Thereafter 

$ 348 $2,319 
7.40% 7.03% 

$ 620 
4.72% 

$ 300 
7.10% 

2004 Thereafter 

$ 300 $1,319 
6.88% 7.09% 

$ 620 
3.32% 

Total 

$3,683 
6.96% 

$ 620 
4.72% 

$ 986 
7.25% 

$ 500 
6.76% 

$ 300 
7.10% 

$ 500 

$1,125 

Total 

$1,923 
7.01 % 

$ 620 
3.32% 

$ 363 
6.07% 

$ 332 
5.88% 

FairValue 
Dec.31, 

2000 

$3,636 

$ 621 

$ 986 

$ 500 

$ 272 

$ (9.1) 

$(37.5) 

FairValue 
Dec.31, 

1999 

$1,845 

$ 622 

$ 363 

$ 332 
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The matters discussed throughout this annual report that are 
not historical facts are forwar d-looking and, accordingly, 
involve estimates, projections, goals, forecasts, assumptions, 
risks and uncertainties that could cause actual results or 
outcomes to differ materially from those expressed in the 
forward-looking statements. 

Examples of forward-looking statements include, but are not 
limited to, statements under the following headings in Manage­
ment's Discussion and Analysis: 1) "Liquidity and Capital 
Resources" about estimated capital requirements through the 
year 2003 and future financing plans, 2) "Future Outlook" 
about the Company's future earnings potential, and 3) "Other 
Matters" about the effects of new environmental regulations, 
nuclear decommissioning costs and the effect of electric utility 
industry restructuring. 

Any forward-looking statement speaks only as of the date on 
which such statement is made, and the Company undertakes no 
obligation to update any forward-looking statement or state­
ments to reflect events or circumstances after the date on which 
such statement is made. 

Examples of factors that you should consider with respect to any 
forward-looking statements made throughout this document 
include, but are not limited to, the following: governmental poli­
cies and regulatory actions (including those of the Federal 
Energy Regulatory Commission, the Environmental Protection 
Agency, the Nuclear Regulatory Commission, the Department 
of Energy, the North Carolina Utilities Commission, the Public 
Service Commission of South Carolina and the Florida Public 
Service Commission), particularly legislative and regulatory 
initiatives that may impact the speed and degree of the restruc­

-
Ii 
, 	

turing of the electricity industry; the outcome of legal and 
administrative proceedings before our principal regulators; risks 
associated with operating nuclear power facilities, availability of 
nuclear waste storage facilities, and nuclear decommissioing 1 
costs; changes in the economy of areas served by CP&L, Florida 
Power or NCNG; the extent to which we are able to obtain 
adequate and timely rate recovery of costs, including potential 

1 stranded costs arising from the restructuring of the electricity 
industry; weather conditions and catastrophic weather-related 
damage; general industry trends, increased competition from 
energy and gas suppliers, and market demand for energy; 
inflation and capital market conditions; the extent to which we 
are able to realize the potential benefits of our recent acquisition 
of Florida Progress Corporation and successfully integrate it 
with the remainder of our business; the extent to which we are 
able to realize the potential benefits of the conversion of Carolina 
Power & Light Company to a non-regulated holding company 
structure and the success of our direct and indirect subsidiaries; 
the extent to which we are able to use tax credits associated with 
the operations of the synthetic fuel facilities; the extent to which 
we are able to reduce our capital expenditures through the 
utilization of the natural gas expansion fund established by �4 

North Carolina Utilities Commission; and unanticipated 
changes in operating expenses and capital expenditures. 

All such factors are difficult to predict, contain uncertainties 
that may materially affect actual results, and may be beyond the 
control of the Company. New factors emerge from time to time, 
and it is not possible for management to predict all of such 
factors, nor can it assess the effect of each s uch factor on 
the Company. 
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TO THE BOARD OF DIRE CTORS AND SHAREHOLDERS OF 

PROGRESS ENERGY. INC.: 

L 

We have audited the accompanying consolidated balance sheets 
and schedules of capitalization of Progress Energy, Inc. and its 
subsidiaries as of December 31, 2000 and 1999, and the related 
consolidated statements of income, retained earnings, and cash 
flows for each of the three years in the period ended December 
31,2000. These financial statements are the responsibility of the 
Company's management. Our responsibility is to express an I 

I opinion on these fInancial statements based on our audits. 
We did not audit the financial statements of Florida Progress 
Corporation (a consolidated subsidiary since November 30, 
2000) for the year ended December 31, 2000, which statements 
reflect total assets constituting 31 % of the related consolidated 
total assets at December 31, 2000. Those statements were audited 
by other auditors whose report has been furnished to us, and our L 	 opinion, insofar as is" relates to the amounts included for Florida 
Progress Corporation for the year ended December 31, 2000, is 
based solely on the report of such other auditors. 

'_. 

We conducted our audits in accordance with auditing standards 
generally accepted in the United States of America. Those 
standards require that we plan and perform the audit to obtain 

L 

1 

The management of Progress Energy, Inc. is responsible for the 
information and representations contained in the financial 
statements and other sections of this annual report. The 
financial statements are prepared in conformity with generally 
accepted accounting principles, using informed judgments and 
estimates where appropriate. The information in other sections 
of this annual report is consistent with the financial statements. 

The Company maintains a system of internal accounting 

J 	 controls to provide reas onable assurance that assets are 
safeguarded and the financial statements are reliable. This 
system is augmented by a strong program of internal audit. 

J he Board of Directors pursues its oversight role for financial 
reporting and accounting through its audit committee. The 
committee, which is composed entirely of outside directors, 
meets periodically with management and the Company's 
internal auditors, who have free access to the committee without 

reasonable assurance about whether the financial statements are 
free of material misstatement. An audit includes examining , on a 

test basis, evidence supporting the amounts and disclosures in 
the financial statements. An audit also includes assessing the 

accounting principles used and significant estimates made by 
managemen t, as well as evaluating the overall financial statement 
presentation. We believe that our audits and the report of the 
other auditors provide a reasonable basis for our opinion. 

In our opinion, based on our audits and the report of the other 
auditors, such consolidated financial statements present fairly, 
in all material respects, the financial position of the Company 
and its subsidiaries at December 31, 2000 and 1999, and the 
results of their operations and their cash flows for each of 
the three years in the period ended December 31, 2000, in con­
formity with accounting principles generally accepted in the 
United States of America. 

Raleigh, North Carolina 
February IS, 2001 

management present , to discuss auditing, internal accounting 
control and financial reporting matters. 

The independent auditors, Deloitte & Touche LLP, are engaged 
to express an opinion on the Company's financial statements. 
Their opinion is based on procedures believed by them to be 
sufficien t to provide reasonable assurance that the financial 
statements do not contain material misstatements. 

Peter M. Scott I II 

Executive Vice President and Chief Financial Officer 

Financial Services 
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YEARS ENDED DECEMBER 31 

lin thousands .. cept per sha .. data) 2000 1999 1998 

OPERATING REVENUES 

Electric $ 3,565,281 $ 3,138,846 $ 3,130,045 

Natural gas 324,499 98,903 

Diversified businesses 229,093 119.866 61,623 

Total Operating Revenues 4,118,873 3,357,615 3,191,668 

OPERATING EXPENSES 

Fuel used in electric generation 686,754 581,340 571,419 

Purchased power 364,977 365,425 382,547 

Gas purchased for resale 250,902 67,465 

Other operation and maintenance 823,549 682,407 642,478 

Depreciation and amortization 740,470 495,670 487,097 
.-

Taxes other than on income 165,393 142,741 141,504 

Harris Plant deferred costs. net 14,278 7,435 7,489 

Diversified businesses 352,992 174,589 111,584 

Total Operating Expenses 3,399,315 2,517,072 2,344,118 

OPERAT ING INCOME 719,558 840,543 847,550 

OT HER INCOME (EXPENSE) 

Interest income 26,984 10,336 9,526 

Gain on sale of assets 200,000 

- Other, net (3,122) (33,706) (29.075) 

Total Other Income {Expensel 223,862 (23,370) (19.549) 

INCOME BEFORE INT EREST CHARGES AND INCOME TAXES 943,420 817,173 828.001 

NET INCOME $ 478,361 $ 379,288 $ 396,271 

AVERAGE COMMON SHARES OUTSTANDING 157,169 148,344 143,941 

BASIC EARNINGS PER COMMON SHARE $ 3.04 $ 2.56 $ 2,75 

INT EREST CHARGES 

Long-term debt 237,494 180,676 169,901 

Other interest charges 45,459 10,298 11,156 

Allowance for borrowed funds used during construction (20,668) ( 11,510) (6,821) 

Total Interest Charges. Net 262,285 179,464 174.236 

INCOME BEFORE INCOME TAXES 681,135 637,709 653,765 

INCOME TAXES 202,774 258,421 257,494 

DILUTED EARNINGS PER COMMON SHARE $ 3.03 $ 2,55 $ 2,75 

DIVIDENDS DECLARED PER COMMON SHARE $ 2,075 $ 2,015 $ 1.955 

SEE NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, 
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lin thousands) 
ASSETS 

� Utility Plant 

r Electric utility plant in service 

r 
Gas utility plant in service 

f Accumulated 
Utility plant in service, net 

Held for future use 
Construction work in progress 
Nuclear fuel, net of amortization 

Total Utility Plant, Net 

Current Assets 

Cash and cash equivalents 
Accounts receivable 
Inventory 
Deferred fuel cost 
Prepayments 
Assets held for sale, net 
Other current assets 

Total Current Assets 

Deferred Debits and Other Assets 

Income taxes recoverable through future rates 
Deferred purchased power contract termination costs 
Harris Plant deferred costs 
Unamortized debt expense 
Nuclear decommissioning trust funds 
Diversified businesses property, net 
Miscellaneous other property and investments 
Goodwill, net 
Prepaid pension costs 
Other assets and deferred debits 

Total Deferred Debits and Other Assets 

TOTAL ASSETS 

CAPITALIZATION AND LIABIlITIES 
Capitalization ISEE CONSOLIDATED SCHEDULES OF CAPITALIZATION) 

Common stock equity 
Preferred stock of subsidiaries- not subject to mandatory redemption 

debt, net 

Total 

Current liabilities 

Current portion oflong-term debt 
Accounts payable 
Interest accrued 
Dividends declared 
Short-term obligations 
Other current liabilities 

Total Current liabilities 
- Deferred Credits and Other liabilities 

Accumulated deferred income taxes 
Accumulated deferred investment tax credits 
Postretirement benefit obligation 
Other liabilities and deferred credits 

Total Deferred Credits and Other liabilities 

COMMITMENTS AND CONTINGENCIES INOTE 19) 
TOTAL CAPITALIZATION AND LIABILITIES 
SEE NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, 
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$ 

$ 
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2000 

18,124,036 

378,464 

(9 ,350,235) 
9,152,265 

16,302 

1,043,439 

224,692 

10,436,698 

101,296 

925,911 

420,985 

217,806 

50,040 

747,745 

192,347 

2,656,130 

208,997 

226,656 

44,813 

38,771 

811,998 

729,662 

510,935 

3,652,429 

373,151 

400,772 

6,998,184 

20,091,012 

5,424,201 

92,831 

5,890,099 

11,407,131 

184,037 

828,568 

121,433 

107,645 

3,972,674 

448,302 

5,662,659 

1,807,192 

261,255 

273,671 

679,104 

3,021,222 

20,091,012 

DECEMBER 31 

1999 

$ 10,633,823 

$ 

$ 

$ 

354,773 

(4,975,405) 
6,013,191 

11,282 

536,017 

204,323 

6,764,813 

79,871 

446,367 

247,913 

81,699 

42,631 

180,852 

1,079,333 

229,008 

56,142 

10,924 

379,949 

239,982 

252,454 

288,970 

192,444 

1,649,873 

9,494,019 

3,412,647 

59,376 

3,028,561 

6,500,584 

197,250 

269,053 

47,607 

80,939 

168,240 

130,036 

893,125 

1,632,778 

203,704 

109,859 

153,969 

2,100,310 

9,494,019 

, 
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YEARS ENDED DECEMBER 31 

(In thous.ndsl 2000 1999 1998 

11' OPERATING ACTIVITIES 

Net income $ 478,361 $ 379,288 $ 396,271 


 
Adjustments to reconcile net income to net cash provided by operating activities: 

Depreciation and amortization 834,950 588,123 578,348 

Harris Plant deferred costs 11,329 3,878 3,704 

L 
Deferred income taxes (73,446) (32,495) (38,517) 

Investment tax credit (5,261 ) ( 10,299) ( 10,206) 

Deferred fuel credit (76,704) (39,052) (22,017) 

ft 
Gain on sale of assets (200,000) 

Net increase in receivables, inventories, 

prepaid expenses and other current assets ( 48,187) ( 168,148) (62,351) 

K 
Net (decrease) increase in payables and accrued expenses ( 12,214) 31,991 43,652 

Other ( 48,920) 75,867 2,330 

Net Cash Provided by Operating Activities 859,908 829,153 891,214 

INVESTING ACTIVITIES 

Gross property additions (950,198) (689,054) ( 424,263) 

Nuclear fuel additions (59,752) (75,641 ) (102,511 ) 

Acquisition of Florida Progress Corporation (3,461,917) 

Proceeds from sale of assets 212,825 

Contributions to nuclear decommissioning trust (32,391 ) (30,825 ) (30,848) 

Net cash flow of company-owned life insurance program (4,291) (6,542) (1,954) 

Investments in non-utility activities (242,688) (199,525) ( 103,543) 

Net Cash Used in Investing Activities ( 4,538,412) (1,001,587 ) (663,119) 

FINANCING ACTIVITIES 

Proceeds from issuance of long-term debt 783,052 400,970 6,255 

Net increase in short-term indebtedness 3,782,071 339,100 242, 100 

Net increase (decrease) in outstanding payments 193,107 ( 117,643) 26,211 

Retirement of long-term debt (710,373) ( 113,335) (208,050) 

Dividends paid on common stock (368,004) (293,704 ) (279,717) 

Other (66) 6,169 (448) 

Net Cash Pr.ovided by IUsed in) Financing Activities 3,679,787 221,557 (213,649) 

NET INCREASE IN CASH AND CASH EQUIVALENTS 1,283 49,123 14,446 

INCREASE IN CASH FROM ACQUISITION (SEE NONCASH ACTIVITIES) 20,142 },876 

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 79,871 28,872 14,426 

CASH AND CASH EQUIVALENTS AT END OF YEAR $ 101,296 $ 79,871 $ 28,872 

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION 

Cash paid during the year - interest $ 244,224 $ 174,10l $ 171,946 

income taxes $ 367,665 $ 284,535 $ 329,739 

Noncash Activities 

On July IS, 1999, the Company purchased all outstanding shares of North Carolina Natural Gas Corporation (NCNG). In conjunction with the 
purchase of NCNG, the Company issued approximately $360 million in common stock. 

On June 28, 2000, Caronet, a wholly-owned subsidiary of the Company, contributed net assets in the amount of$93.0 million in exchange for a 

35% ownership interest (10% voting interest) in a newly formed company. 

On November 30, 2000, the Company purchased all outstanding shares of Florida Progress Corporation (FPC). In conjunction with the purchase 
of FPC, the Company issued approximately $ 1.9 billion in common stock and approximately $49.3 million in contingent value obligations. 

SEE NOTES TO CONSOLIDATED FINANCIAL STATEMENTS. 
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Mandatorily preferred maturing 
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DECEMBER 31 

1 Doliars in thousands except per share data) 2000 1999 
C O  MMON STOCK EQUITY 

Common stock without par value, authorized 500,000,000 shares, issued 
, and outstanding 206,089,047 and 159,599,650 shares, respectively $ 3,621,610 $ 1,754,187 

Unearned restric ted stock awards (12,708) (7,938) 

Unearned ESOP common stock (127,211 ) (140,153 ) 

Capital stock issuance expense (794) 

Retained 1,942,510 1,807,345 

Total Common Stock Equity $ 5,424,201 $ 3,412,647 
""'"" PREFERRED STO CK OF SUB SIDIARI ES· NOT SUBJECTTO MANDATO RY REDEMPTION 

Carolina Power & light Company: 
Authorized· 300,000 shares $5.00 cumulative, $100 par value Preferred Stock; 
20,000,000 shares cumulative, $ 100 par value Serial Preferred Stock 

: $5.00 Preferred - 236,997 and 237,259 shares, respectively (redemption price $110.00) $ 24,349 $ 24,376 

$4.20 Serial Preferred - 100,000 shares (redemption price $102,00) 10,000 10,000 

$5.44 Serial Preferred, 249,850 and 250,000 shares, $ 101.00) 24,985 25,000 ., 

-
59,334 59,376 

Florida Power Corporation: 
Authorized - 4,000,000 shares cumulative, $ 100 par value Preferred Stock; 5,000,000 shares 
cumulative, no par value Preferred Stock; 1,000,000 shares, $100par value Preference Stock 

$100 Par Value Preferred Stock: 
4.00% - 39,980 shares outstanding (redemption price $ 104.25) 3,998 

4.40% - 75,000 shares outstanding (redemption price $102.00) 7,500 

4.58% - 99,990 shares outstanding (redemption price $101.00) 9,999 

4.60% - 39,997 shares outstanding (redemption price $103.25) 4,000 

4.75% - 80,000 shares $102.00) 8,000 

33,497 

Total Preferred Stock 01 Subsidiaries, Not Subject to Mandatory Redemption $ 92,831 $ 59,376 

LONG·TERM DEBT (maturities and weighted average interest rates as of December 31, 2000) 

Carolina Power & light Company: 

- First mortgage bonds, maturing 2002-2024 7.02% $ 1,800,000 $ 1,866,130 

Pollution control obligations, maturing 2014-2024 4.99% 713,770 497,640 

Unsecured subordinated debentures, maturing 2025 8.55% 125,000 125,000 
'j

Extendible notes, maturing 2002 6.76% 500,000 331,760 
-

Commercial paper reclassified to long-term debt 7.40% 486,297 362,600 

Miscellaneous notes 8,360 54,846 

Unamortized and discount, net ( 12,407) ( 12,165) 

3,621,020 3,225,811 .I 
Florida Power Corporation: 

First mortgage bonds, maturing 2003-2023 6.94% 510,000 

Pollution control revenue bonds, maturing 2014-2027 6.59% 240,865 

Medium-term notes, maturing 2001-2028 6.69% 531,100 
'I. -

Commercial paper reclassified to long-term debt 6.89% 200,000 

Unamortized and discount, net (2,849) 

1,479,116 

Florida Progress Funding Corporation: 

redeemable securities, 2039 7.10% 300,000 

300,000 

Progress Capital Holdings: 

M.edium-term notes, maturing 2001-2008 6.85% 374,000 

Commercial reclassified to debt 7.24% 300,000 

674,000 

Current debt ( 184,037) ( 197,250) 

Total long-Term Debt, Net $ 5,890,099 $ 3,028,561 

TOTAL C A  PITALIZATION $ 11,407,131 $ 6,500,584 

SEE NOTES TO CONSOLtDATED FINANCIAL STATEMENTS. 
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YEARS ENDED DECEMBER 31 

II lin tho usands except per .han dl'") 2000 1999 1998 

RE TAINED EARNINGS AT BEGINNING OF YEAR $ [.807,345 $ 1,728,301 $ 1,613,881 

I 
Net income 478,361 379,288 396,271 

Common stock dividends at annual per share rate of 

$2.075, $2.015 and $1.955, (343,196) (300,244) (281,851 ) 

m 
RETAINED EARNINGS AT END OF YEAR $ 1,942,510 $ 1,807,345 $ 1,728,301 

lin thousand... cep. per shIre de,") 1st Quarter(a) 2nd Quarter fa) 3rd Quarter (a) 4th Quarter (a) 

YEAR ENDED DECEMBER 31,2000 

Operating revenues $ 877,140 $ 892,304 $ 1,084,200 $ 1,265,229 

Operating income 185,1l0 214,184 296,592 23,672 (c) 

Net income 85,261 107,460 297,083 (b) ( 1l,443)(c) 

Common stock data: 

Basic earnings per common share .56 .70 1.94 (b) (0.07 )Ic) 

Diluted earnings per common share .56 .70 1.93 (b) (0.07 )( c) 

Dividends paid per common share .515 .515 .515 .515 

Price per share - high 37.00 38.00 41.94 49.38 

low 28.25 31.00 31.50 38.00 

YEAR ENDED DECEMBER31.1999 

Operating revenues $ 762,902 $ 762,822 $ 1,024,756 $ 807,135 

Operating income 199.361 157,371 308 ,963 174.848 

Net income 91,470 62 .417 147.112 78,289 

Common stock data: 

Basic and diluted earnings per common share .63 .43 .97 .51 

Dividends paid per common share .50 .50 .50 .50 

Price per share - high 47.88 45.00 43.25 36.81 

low 37.63 36.63 34.13 29.25 
lalln the opinion of management. all adjustments necessary to fairly present amount$. shown for interim periods have been made. Results of operations for an interim period mav not give it true 

indication 01 results for fhe year. 
(b) Include. gain on s.le of Be"Sollth Carolin•• PCS Partnership 
(c) Includes approved further accelerated depreciation of Sl2S million On nuclearganerating assets. 

SEE NOTES TO CONSOLIDATED FINANCIAL STATEMENTS. 
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NOTE 1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLIC IES 

A. ORGANIZATION 

Progress Energy, Inc. (the Company) is a registered holding company under the Public Utility Holding Company Act (PU1-1CA) of 1935. 

Both the Company and its subsidiaries are subject to the regulatory provisions of the PUHCA . The Company was formed as a result of 
the reorganization of Carolina Power & Light Company (CP&L) into a holding company structure on June 19, 2000. All shares of 
common stock of CP&L were exchanged for an equal number of shares of the Company. On December 4, 2000, the Company changed 
its name from CP&L Energy, Inc. to Progress Energy, Inc. Through its whoUy-owned subsidiaries, CP&L, Florida Power Corporation 
(Florida Power) and North Carolina Natural Gas Corporation (NCNG), the Company is primarily engaged in the generation, 
transmission, distribution and sale of electricity in portions of North Carolina, South Carolina and Florida and the transport, 
distribution and sale of natural gas in portions of North Carolina. The Company also engages in business areas such as telecommunica­
tions, coal and synthetic fuel operations, energy management and related services and merchant energy generation. 

The Company's results of operations include the results of Florida Progress Corporation for the period subsequent to November 30, 

2000, and of North Carolina Natural Gas Corporation for the periods subsequent to July 15, 1999 (See Note 2). 

B. BASIS OF PRESENTATION 

The consolidated financial statements are prepared in accordance with generally accepted accounting principles and include the 
activities of the Company and its majority-owned subsidiaries. Significant intercompany balances and transactions have been 
eliminated in consolidation except as permitted by Statement of Financial Accounting Standards (SFAS) No. 71, "Accounting for the 
Effects of Certain Types of Regulation:' which provides that profits on intercompany sales to regulated affiliates are not eliminated if the 
sales price is reasonable and the future recovery of the sales price through the rate making process is probable. The accounting records of 
CP&L, Florida Power and NCNG (collectively, the utilities) are main tained in accordance with uniform systems of accounts 

:scribed by the Federal Energy Regulatory Commission (FERC) , the North Carolina Utilities Commission (NCUC), the Public 
::.ervice Commission of South Carolina (SCPSC) and the Florida Public Service Commission (FPSC). Certain amounts for 1999 and 
1998 have been reclassified to conform to the 2000 presentation. 

C. USE OF ESTIMATES AND ASSUMPTIONS 

In preparing consolidated financial statements that conform with genera ly accepted accounting principles, management must make 
estimates and assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities at the 
date of the consolidated financial statements and amounts of revenues and expenses reflected during the reporting period. Actual results 
could differ from those estimates. 

D. UTILITY PLANT 

The cost of additions, including bett erments and replacements of units of property, is charged to utility plant. Maintenance and repairs 
of property, and replacements and renewals of items determined to be less than units of property, are charged to maintenance expense. 
The cost of units of property replaced, renewed or retired, plus removal or disposal costs, less salvage, is charged to accumulated depre­
ciation. Subsequent to the acquisition of Florida Progress Corporation, Florida Power's utility plant continues to be presented on a gross 
basis to reflect the treatment of such plant in cost-based regulation. Generally, electric utility plant, other than nuclear fuel is pledged as 
collateral for the first mortgage bonds of CP&L and Florida Power. Gas utility plant is not currently pledged as collateral for such bonds. 

The balances of utility plant in service at December 31 are listed below with a range of depreciable lives for each: 

(In thousand.) 

Electric 
Production plant (7-33 years) 
Transmission plant (30-75 years) 
Distribution plant (12-50 years) 
General and other (8-75 

Total electric utility plant 
Gas (10-40 

in service 

41 

2000 

$ 10,014,635 

1,964,652 

5,292,134 

852,615 

$18,124,036 

378,4 64 

$18,502,500 

1999 

$ 6,413,121 

1,018,114 

2,676,881 

525,707 

$10,633,823 

354,773 

$10,988,596 
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As prescribed in the regulatory uniform systems of accounts, an allowance for the cost of borrowed and equity funds used 
. 
to finance 

utility plant construction (AFUDC) is charged to the cost of the plant. Regulatory authorities consider �UDC an ap?ropnate char�e 
for inclusion in the rates charged to customers by the utilities over the service life of the property. The equIty funds portIon of AFUDC IS 
credited.to other income and the borrowed funds portion is credited to interest charges. The total equity funds portion of AFUDC was 
$15.5 million and $3 .9 million in 2000 and 1999, respectively. There were no amounts credited to other income for AFUDC during 1998. 
The composite AFUDC rate for CP&L's electric utility plant was 8.16%, 6.4% and 5.6% in 2000, 1999 and 1998, respectively. The 
composite AFUDC rate for Florida Power's electric utility plant was 7.8% in 2000. The composite AFUDC rate for NCNG's gas utility 
plant was 10.09% in 2000 and 1999. 

E. DIVERSIFIED BUSINESS PROPERTY 

The following is a summary of diversified business property: 

Un thousandsl . 

Property, plant and equipment 
Construction work in progress 
Accumulated 

Diversified business net 

2000 1999 

$566,972 $ 195,892 
188,584 65,848 
(25,894) (21,758) 

$ 729,662 $ 239,982 

Diversified business property is stated at cost . Depreciation is computed on a straight-line basis using the following estimated useful 
lives: telecommunications equipment - 5 to 20 years; computers, office equipment and software - 3 to 10 years; merchant generation and 
synthetic fuel facilities - 7 to 25 years. Depletion of coal reserves is provided on the units-of-production method based upon the esti­
mates of recoverable tons of clean coal. 

F. DEPRECIATION AND AMORTIZATION 

For financial reporting purposes, substantially all depreciation of utility plant other than nuclear fuel is computed on the straight-line 
method based on the estimated remaining useful life of the property, adjusted for estimated net salvage. Depreciation provisions, 
including decommissioning costs (See Note 1 G) and excluding accelerated cost recovery of nuclear generating assets as a percent of 
average depreciable property other than nuclear fuel, were approximately 4 .1 % in 2000 and 3.9% in 1999 and 1998. Depreciation provi­
sions totaled $721.0 million, $409.6 million and $394.4 million in 2000, 1999 and 1998, respectively. 

Depreciation and amortization expense also includes amortization of deferred operation and maintenance expenses associated with 
Hurricane Fran, which struck significant portions of CP&L's service territory in September 1996. In 1996, the NCUC authorized CP&L 
to defer these expenses (approximately $40 million) with amortiz<J,tion over a 40-month period, which expired in December 1999. 

With approval from the NCUC and the SCPSC, CP&L accelerated the cost recovery of its nuclear generating assets beginning January 1, 
2000 and continuing through 200 4 .  Also in 2000, CP&L received approval from the commissions to further accelerate the cost 
recovery of its nuclear generation facilities in 2000. The accelerated cost recovery of these assets resulted in additional depreciation 
expense of approximately $275 million during 2000 (See Note 12B). Pursuant to authorizations from the NCUC and the SCPSC, CP&L 
accelerated the amortization of certain regulatory assets over a three-year period beginning January 1997 and expiring December 1999. 
The accelerated amortization of these regulatory assets resulted in additional depreciation and amortization expenses of approximately 
$68 million in 1999 and 1998. 

Amortization of nuclear fuel costs, including disposal costs associated with obligations to the U.S. Department of Energy (DOE), 
is computed primarily on the unit-of-production method and charged to fuel expense . Costs related to obligations to the DOE for the 
decommissioning and decontamination of enrichment facilities are also charged to fuel expense. 

Goodwill, the excess of purchase price over fair value of net assets of businesses acquired, is being amortized on a straight-line basis over 
periods ranging from 7 to 40 years. Accumulated amortization was $24.5 million and $U.5 million at December 31, 2000 and 1999, 
respectively. The recoverability of goodwill is reviewed whenever events or changes in circumstances indicate that the carrying value 
may not be recoverable. Such evaluation is based on various analyses, including undiscounted cash flows of the acquired operation. 

The Financial Accounting Standards Board (FASB) is proceeding with its project related to business combinations and accounting for 
goodwill. This project, as proposed, would eliminate the amortization of goodwill and, instead, would require goodwill to be reviewed 
periodically for impairment. The FASB plans to issue a final statement in June 2001. 

42 



"J--

1 

1 

1 

J 

J 

J 

G. DECOMMISSIONING AND DISMANTLEMENT PROVISIONS 

In the Company's retail jurisdictions, provisions for nuclear decommissioning costs are approved by the NCUC, the SCPSC and the' 

FPSC and are based on site-specific estimates that include the costs for removal of all radioactive and other structures at the site. In the 

wholesale jurisdictions, the provisions for nuclear decommissioning costs are approved by FERC. Decommissioning cost provisions, 

which are included in depreciation and amortization expense, were $32.5 million in 2000 and $33.3 million in 1999 and 1998. 

Accumulated decommissioning costs, which are included in accumulated depreciation, were $1.0 billion and $568.0 million at 
December 31, 2000 and 1999, respectively. These costs include amounts retained internally and amounts funded in externally managed 
deconunissioning trusts. Trust earnings increase the trust balance with a corresponding increase in the accumulated decommissioning 
balance. These balances are adjusted for net unrealized gains and losses related to changes in the fair value of trust assets. 

CP&L's most recent site-specific estimates of decommissioning costs were developed in 1998, using 1998 cost factors, and are based on 
prompt dismantlement decommissioning, which reflects the cost of removal of all radioactive and other structures currently at the site, 
with such removal occurring shortly after operating license expiration. These estimates, in 1998 dollars, are $281.5 million for Robinson 
Unit No.2, $299.6 million for Brunswick Unit No. 1, $298.7 million for Brunswick Unit No. 2 and $328.1 million for the Harris Plant. 
The estimates are subject to change based on a variety of factors including, but not limited to, cost escalation, changes in technology 
applicable to nuclear decommissioning and changes in federal, state or local regulations. The cost estimates exclude the portion 
attributable to North Carolina Eastern Municipal Power Agency (Power Agency), which holds an undivided ownership interest in the 
Brunswick and Harris nuclear generating facilities. Opeãating licenses for CP&L's nuclear units expire in the year 2010 for Robinson 
Unit No. 2, 2016 for Brunswick Unit No.1, 2014 for Brunswick Unit No.2 and 2026 for the Harris Plant. 

Florida Power's most recent site-specific estimate of decommissioning costs for the Crystal River Nuclear Plant (CR3) was developed in 
2000 based on prompt dismantlement decommissioning. The estimate, in 2000 dollars, was $51 5.8 million and is subject to change 

'sed on the same factors as discussed above for CP&L's estimates. The cost estimate excludes the portion attributable to other 
äo-owners ofCR3. CR3's operating license expires in 2016. 

Management believes that the deconunissioning costs being recovered through rates by CP&L and Florida Power, when coupled with 
reasonable assumed after-tax fund earnings rates, are currently sufficient to provide for the costs of decommissioning. 

Florida Power maintains a reserve for fossil plant dismantlement. At December 31, 2000, this reserve was approximately $134.6 million 
and was included in accumulated depreciation. 

The FASB is proceeding with its project regarding accounting practices related to obligations associated with the retirement of long­
lived assets. An exposure draft was issued in February 2000 and a final statement is expected to be issued during the second quarter of 
2001. It is uncertain what effects it may ultimately have on the Company's accounting for decommissioning, dismant lement and other 
retirement costs. 

H. OTHER POLICIES 

The Company recognizes electric utility revenues as service is rendered to customers. Operating revenues include unbilled electric 
utility revenues earned when service has been delivered but not billed by the end of the accounting period. 

Fuel expense includes fuel costs or recoveries that are deferred through fuel clauses established by the electric utilities' regulators. These 
clauses allow the utilities to recover fuel costs and portions of purchased power costs through surcharges on customer rates. NCNG is 
also allowed to recover the costs of gas purchased for resale through customer rates. 

Other property and investments are stated principally at cost. The Company maintains an allowance for doubtful accounts receivable, 
which totaled approximately $28.1 million and $16.8 million at December 31,2000 and 1999, respectively. Inventory, which includes 
fuel, materials and supplies, and gas in storage, is carried at average cost. Long-term debt premiums, discounts and issuance expenses for 
the utilities are amortized over the life of the related debt using the straight-line method. Any expenses or call premiums associated with 
the reacquisition of debt obligations by the utilities are amortized over the remaining life of the original debt using the straight-line 
method, except that the balance existing at December 31, 1996, was amortized on a three-y ear accelerated basis. The Company considers. 
all highly liquid investments with original maturities of three months or less to be cash equivalents. 
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I. IMPACT OF NEW ACCOUNTING STANOARD 

Effective January 1,2001, the Company adopted Statement of Financial Accounting Standards (SFAS) No. 133, "Accounting for 

Derivative Instruments and Hedging Activities," as amended by SFAS No. 138. SFAS No. 133, as amended, establishes accounting and 

reporting standards for derivative instruments, including certain derivative instruments embedded in other contracts, and for hedging 

activities. SFAS No. 133 requires that an entity recognize all derivatives as assets or liabilities in the consolidated balance sheet and 

measure those instruments at fair value. The Company estimates that the transition adjustment to implement this new standard will be 

a decrease in other comprehensive income of $23.6 million, net of tax. This adjustment will be recognized as of January 1, 2001, as a 

cumulative effect of a change in accounting principle. There will not be a significant transition adjustment affecting the consolidated 

statement of income. The ongoing effects of SFAS No. 133 will depend on future market conditions and the Company's positions in 
derivative instruments and hedging activities. 

NOTE 2. ACQUISITIONS AND DISPOSITIONS 

A. FLORIDA PROGRESS CORPORATION 

On November 30, 2000, the Company completed its acquisition of Florida Progress Corporation (FPC) for an aggregate purchase price 

of approximately $5.4 billion. The Company paid cash consideration of approximately $3.5 billion and issued 46.5 million common 

shares valued at approximately $1.9 billion. In addition, the Company issued 98.6 million contingent value obligations (CVO) valued at 
approximately $49.3 million (See Note 11). The purchase price includes $18.6 million in direct transaction costs. 

FPC is a diversified, exempt electric utility holding company. Florida Power, FPC's largest subsidiary is a regulated public utility engaged 

in the generation, transmission, distribution and sale of electricity. FPC also has diversified non-utility operations owned through 

Progress Capital Holdings, Inc. Included in the diversified operations is Electric Fuels Corporation, an energy and transportation com­
pany. The primary segments of Electric Fuels are energy and related services, rail services, and inland marine transportation. 

The acquisition has been accounted for using the purchase method of accounting and, accordingly. the results of operations for FPC 

have been included in the Company's consolidated financial statements since the date of acquisition . Identifiable assets acquired and 

liabilities assumed have been recorded at their estimated fair values of $6 .9 billion and $4.9 billion, respectively. The excess of the 
purchase price over the estimated fair value of the net identifiable assets and liabilities acquired has been recorded as goodwill. 

The goodwill. of approximately $3.4 billion, is being amortized on a straight-line basis over a period of primarily 40 years. 

The fair values of FPC's rate-regulated net assets acquired were considered to be equivalent to book value since book value represents the 

amount that will be recoverable through regulated rates. The allocation of the purchase price included estimated amounts expected to 

be realized from the sale of FPC's Rail Services and Inland Marine Transportation business segments which are classified as net assets 

held for sale (See Note 4). The SEC order approving the merger requires the Company to divest of certain other immaterial non­

regulated investments of Florida Power. 

The allocation of purchase price includes the assumption of liabilities associated with change in control payments triggered by the 
acquisition and executive termination benefits. totaling approximately $50.8 million. Substantially all change in control and executive 
termination payments had been paid as of December 31,2000. In addition, the Company began the implementation of a plan to 

combine operations of the.companies resulting in a non-executive involuntary termination cost accrual of approximately $52.2 million. 
Approximately $41.8 million is attributable to Florida Power employees and has been reHected as part of the purchase price allocation, 

while approximately $10.4 million attributable to acquiring company employees was charged to operating results. The Company 
expects to complete the implementation of the plan by the end ofJune 2001. 

Preliminary actuarial valuations resulted in adjustments to increase the other postretirement benefits liability by $16.8 million and the 
prepaid pension asset by $222.0 million. These preliminary adjustments were substantially offset by the establishment of an other 
postretirement benefits regulatory asset of approximately $15.9 million and a pension regulatory liability of$207.2 million. In addition . 

an adjustment increased the supplementary defined benefit retirement plan liability by $24.4 million. 
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The final purchase price allocation and estimated life of goodwill are subject to adjustment for changes in the Company's prelimimiry 
assumptions and analyses, pending additional information concerning asset and liability valuations and the evaluation of 
certain pre-acquisition contingent liabilities, including but not limited to: 

· final actuarial valuations of pension and other postretirement benefit plan obligations 
• proceeds realized from the disposition of assets held for sale 
· valuations of non-regulated busillesses and individual assets and liabilities 

The following unaudited pro forma combined results of operations for the years ended December 31,2000 and 1999, have been prepared 
assuming the acquisition of FPC had occurred at the beginning of each period. The pro forma results are provided for information only. 
The results are not necessarily indicative of the actual results that would have been realized had the acquisition occurred on the indicated 
date, nor are they necessarily indicative of future results of operations of the combined companies . 

lin lhousands. excopl per share dahl 

Revenues 
Net income 
Basic and diluted earnings per share 

shares 

B. NORTH CAROLINA NATURAL GAS CORPORATION 

On July 15, 1999, the Company completed the acquisition ofNCNG for an aggregate purchase price of approximately $364 million, 
;sulting in the issuance of approximately 8.3 million shares. The acquisition was accounted for as a purchase and, accordingly; the 

operating results ofNCNG were included in the Company's consolidated financial statements beginning with the date of acquisition. 
The excess of the aggregate purchase price over the fair value of net assets acquired, approximately $240 million, was recorded as 
goodwill of the acquired business and is being amortized primarily over a period of 40 years. 

C. BELLSOUTH CAROLINAS PCS PARTNERSHIP INTEREST 

In September 2000, Caronet, Inc., a wholly-owned subsidiary of CP&L, sold its 10% limited partnership interest in BellSouth Carolinas 
PCS for $200 million. The sale resulted in an after-tax gain of$121.1 million. 

NOTE 3. FINA NCIAL INFORMATION BY BUSINESS SEGMENT 

Effective with the acquisition of FPC on November 30, 2000, the Company has changed the basis of segment reporting and measure­
ment of segment profitability beginning with the fourth quarter of 2000. Prior periods have been restated to reflect this change. 
The Company currently provides services through the following business segments: CP&L electric, Florida Power electric, natural 
gas and other. 

FPC's operations consisted mainly of the Florida Power electric segment and certain other subsidiaries, which have been included in 
the other segment. 

The electric segments (CP&L and Florida Power) generate, transmit, distribute and sell electric energy in portions of North Carolina, 
South Carolina and Florida. Electric operations are 'subject to the rules and regulations of FERC, NCUC, SCPSC and FPSe. 

The natural gas segment transports, distributes and sells gas in portions of North Carolina. Gas operations are subject to the rules 
dnd regulations of the NCUe. 

The other segment is primarily made up of merchant energy generation, coal and synthetic fuel operations and holding company 
operations. The other segment also includes telecommunication services, energy management services and miscellaneous non­
regulated activities and elimination entries. 
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2000 1999 

$ 7,087,543 $ 6,181,494 
$ 585,863 $ 445,570 
$ 2.93 $ 2.29 

199,7 22 194,591 
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For reportable segments presented in the accompanying table, segment income includes intersegment revenues accounted for at 

prices representative of unaffiliated party transactions. 

lin thousands) 

FOR THE YEAR ENDED 12/31/00 

Revenues; 
Unaffiliated 

Total Revenues 
Depreciation and Amortization 
Net Interest Charges 
Segment Income 
Total Segment Assets 

and Investment 

lin Ihousands) 

FORTHE YEAR ENDED 12/31/99 

Revenues; 
Unaffiliated 

Total Revenues 
Depreciation and Amortization 
Net Interest Charges 
Segment Income 
Total Segment Assets 

and Investment 

lin thousands) 

FOR THE YEAR ENDED 12/31/98 

Revenues; 
Unaffiliated 

Total Revenues 
Depreciation and Amortization 
Net Interest Charges 
Segmen t Income 
Total Segment Assets 

and Investment 

CP&L 
Electric 

$3,323,676 

$3,323,676 

$ 684,356 

$ 221,856 

$ 458,062 

$9,247,479 

$ 805,489 

CP&L 
Electric 

$3,138,846 

$3,138,846 

$ 486,502 

$ 183,Q98 

$ 379,288 

$8,705,547 

$ 671,401 

CP&L 
Electric 

$3,130,045 

$3,130,045 

$ 487,097 

$ 174,433 

$ 396,272 

$ 8,211,372 

$ 463,729 

Florida 
Power 

Electric 

$ 241,606 $ 

$ 241,606 $ 

$ 28,873 $ 

$ 9,777 $ 

$ 21,765 $ 
$4,918,776 $ 

$ 49,805 $ 

Florida 
Power 

Electric 

$ $ 

$ $ 

$ $ 

$ $ 

$ $ 

$ $ 

$ $ 

Florida 
Power 

Electric 

$ $ 

$ $ 

$ $ 

$ $ 

$ $ 
$ $ 

$ $ 

Natural Segment 

Gas Other Totals 

318,602 $ 229,092 $ 4,112,976 

5,897 5,897 

324,499 $ 229,092 $ 4, 118,873 

18,984 $ 22,911 $ 755,124 

7, 122 $ 24,572 $ 263,327 

7,066 $ (8,532) $ 478,361 

673,124 $5,251,633 $20,091,012 

94,899 $ 242,693 $ 1, 192,886 

Natural Segment 
Gas Other Totals 

97,886 $ 119,866 $3,356,598 

1,017 1,017 

98,903 $ 119,866 $ 3,357,615 

9,168 $ 16,804 $ 512,474 

3,225 $ (5,456) $ 180,867 

1,284 $ (1,284) $ 379,288 

550,132 $ 238,340 $ 9,494,019 

24,047 $ 193,131 $ 888,579 

Natural Segment 
Gas Other Totals 

$ 61,623 $ 3,191,668 

$ 61,623 $ 3,191,668 

$ 2,951 $ 490,048 

$ (48) $ 174,385 

$ (1) $ 396,271 

$ 190,034 $ 8,401,406 

$ 64,077 $ 527,806 

Segment totals for depreciation and amortization expense include expenses related to the other segments that are included in diversified 
business operating expenses on a consolidated basis. Segment totals for interest expense include expenses related to the other segments 
that are included in other, net on a consolidated basis. 

NOTE 4. NET ASSETS HELD FOR SALE 

At December 31, 2000, the Company's net assets held for sale reflect management's estimate of the proceeds expected to be realized from 
the disposal of FPC's Rail Services and Inland Marine Transportation business segments. Rail Services' operations include railcar repair, 
rail parts reconditioning and sales, scrap metal recycling and other rail related services. Inland Marine Transportation provides 
transportation of coal. agriculture and other dry-bulk commodities as well as fleet management services. The Company intends to sell 
these business lines during 2001 in order to focus on growing core businesses. 
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The Company's post-acquisition results of operations exclude a $0.7 million net loss from the FPC's Rail Services and Inland Marine 
Transportation businesses and allocated interest expense, net of tax, totaling approx.imately $1 million. Both the expected earnings from 
these businesses and allocated interest expense, net of tax, during the holding period on the incremental debt incurred to finance the 
purchase of these business segments has been included in the determination of net assets held for sale. 

Net assets held for sale related to the Inland Marine Transportation segment are subject to certain commitments under operating leases 
(See Note 8). 

NOTE 5. RELATED PARTY TRANSACTIONS 

The Company operates two internal money pools, one for the utilities and one for the non-utility subsidiaries, to more effectively utilize 
cash resources and to reduce outside short-term borrowings. Short-term borrowing needs are met first by available funds of the money 
pool participants. Borrowing companies pay interest at a rate designed to approx.imate the cost of outside short-term borrowings. 
Subsidiaries which invest in the money pool earn interest on a basis proportionate to their average monthly investment. The interest rate 
used to calculate earnings approximates external interest rates. Funds may be withdrawn from or repaid to the pool at any time without 
prior notice. The Company can loan money to either of these two pools but is not allowed to borrow from either pool. 

Prior to the acquisition of FPC, the Company purchased a 90% membership interest in two synfuel related limited liability companies 
from a wholly-owned subsidiary of FPC. Interest expense incurred during the pre-acquisition period was approx.imately $3. 3 million. 
Subsequent to the acquisition date, intercompany amounts have been eliminated in consolidation. 

See Note 3 for NCNG gas sales to CP&L. 

JTE 6. DEBT AND CREDIT FACILITIES 

At December 31, 2000, the Company had lines of credit totaling $5.5 billion, all of which are used to support its commercial paper 
borrowings. The Company is required to pay minimal annual commitment fees to maintain its credit facilities. The following table 
summarizes the Company's credit facilities used to support the issuance of commercial paper. 

lin thousands) Short-term Total 
Progress Energy 364-Day $ 3,750 $ 3,750 
CP&L 364-Day 375 375 
CP&L 5-Year (4 years remaining) 375 375 
Florida Power 364-Day 200 200 
Florida Power 5-Year (4 years remaining) 200 200 
Progress Capital 364-Day 100 100 
Progress Capital 364-Day 200 200 

5-Year ( 3  300 300 
$ 4,250 $ 1,250 $ 5,500 

As of December 31, 2000, $845 million was drawn under Progress Energy's credit facility. There were no loans outstanding under the 
other facilities. CP&L's 364-day revolving credit agreement is considered a long-term commitment due to an option to convert to a 
one-year term loan at the expiration date. 

Based on the available balances on the long-term facilities, commercial paper of approx.imately $9 86 million has been reclassified to 
long-term debt at December 31,2000. Commercial paper, pollution control bonds, and other short-term indebtedness of approximately 
$363 million, $56 million, and $331 million, respectively, were reclassified to long-term debt at December 31, 1999. As of December 31, 
?OOO and 1999, the Company had an additional $4 billion and $168 million, respectively of outstanding commercial paper and other 

>rt-term debt classified as short-term obligations. The weighted-average interest rates of such short-term obligations at December 31, 
LOOO and 1999 were 7.4% and 6. 1 %, respectively. 

Florida Power and Progress Capital Holdings, lnc. (Progress Capital), subsidiaries of FPC, have two uncommitted bank bid facilities 
authorizing them to borrow and re-borrow, and have loans outstanding at any time, up to $100 million and $300 million, respectively. 
These bank bid facilities were not drawn as of December 31,2000. 
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Florida Power and CP&L both have public medium-term note programs providing for the issuance of either fixed or floating 

interest rate notes. These notes may have maturities ranging from 9 months to 30 years. Florida Power and CP&L have balances of 
$250 million and $300 million, respectively, available for issuance at December 31, 2000. In addition, Progress Capital has a private 

medium-term note program with essentially the same terms as the other programs. A balance of $400 million is available for issuance 
under this program. 

T he combined aggregate matu rities of long-term debt for 2001 through 2005 are approximately $184 million, $682 million, 
$1.3 billion, $368 million and $348 million, respectively. 

NOTE 7.FPC-OBLIG ATED MAND ATORILY REDEEMABLE PREFERRED SECURITIES (QUIPS) OF A SUBSIDIARY 

HOLDING SOLELY FPC GUARANTEED NOTES 

In April 1999, FPC Capital I (the Trust), an indirect wholly-owned subsidiary of FPC, issued 12 million shares of $25 par cumulative 

FPC-obligated mandatorily redeemable preferred securities (Preferred Securities) due 2039, with an aggregate liquidation value of 

$300 million and a quarterly dist ribution rate of 7.10%. Currently, aU 12 million shares of the Preferred Securities that were issued are 

outstanding. Concurrent with the issuance of the Preferred Securities, the Trust issued to Florida Progress Funding Corporation 

(Funding Corp.) all of the common securities of the Trust (371,135 shares) for $9.3 million. Funding Corp. is a direct wholly-owned 
subsidiary of FPC. 

The existence of the Trust is for the sole purpose of issuing the Preferred Securities and the common securities and using the proceeds 
thereof to purchase from Funding Corp. its 7.10% Junior Subordinated Deferrable Interest Notes (subordinated notes) due 2039, for a 
principal amount of$309.3 million. The subordinated notes and the Notes Guarantee (as discussed below) are the sole assets of the 

Trust. Funding Corp.'s proceeds from the sale of the subordinated notes were advanced to Progress Capital and used for general 
corporate purposes including the repayment of a portion of certain outstanding short-term bank loans and commercial paper. 

FPC has fully and unconditionally guaranteed the obligations of Funding Corp. under the subordinated notes (the Notes Guarantee). In 

addition, FPC has guaranteed the payment of all distributions required to be made by the Trust, but only to the extent that the Trust has 

funds available for such distributions (Preferred Securities Guarantee). The Preferred Securities Guarantee, considered together with 
the Notes Guarantee, constitutes a full and unconditional guarantee by FPC of the Trust's obligations under the Preferred Securities. 

The subordinated notes may be redeemed at the option of Funding Corp. beginning in 2004 at par value plus accrued interest through 
the redemption date. The proceeds of any redemption of the subordinated notes will be used by the Trust to redeem proportional 
amounts of the Preferred Securities and common securities in accordance with their terms. Upon liquidation or dissolution of Funding 
Corp., holders of the Preferred Securities would be entitled to the liquidation preference of $25 per share plus aU accrued and unpaid 
dividends thereon to the date of payment. 

NOTE a.LE ASES 

The Company leases office buil dings, computer equipment, vehicles, and other property and equipment with various terms and 
expiration dates. Some rental payments for transportation equipment include minimum rentals plus contingent rentals based on 

mileage. Contingent rentals are not significant. Rent expense (under operating leases) totaled $26.8 million, $21.3 million and 
$20.0 million for 2000, 1999 and 1998, respectively. 

Assets recorded under capital leases at December 31 consist of: 

(In Ihousandsl 2000 1999 

Buildings $ 27,626 $ 27,626 

Equipment 9,366 

Less: Accumulated amortization (8,018 ) (6,760) 
Total $ 28,974 $ 20,866 
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Minimum annual rental payments, excluding executory costs such as property taxes, insurance and maintenance, under long-term 
noncancelable leases, including the synthetic lease described below, as of December 31, 2000 are: 

lin thousands) 

2001 

2002 

2003 

2004 

2005 

Thereafter 
Total 
Less amount interest 
Present value of net minimum lease under leases 

leases 
$ 3,441 

3,233 

3,233 

3,233 

3,233 

35,330 

$ 51,703 

(22,729) 

$ 28,974 

leases 
$ 96,433 

73,985 

69,998 

76,184 

59,084 

251,808 

$ 627,492 

On August 6, 1998, MEMCO Barge Line, Inc. (MEMCO), an indirect, whoUy-owned subsidiary of FPC, entered into a synthetic lease 
financing, accomplished via a sale and leaseback, for an aggregate of approximately $ 175 million in inland river barges and $25 million in 
towboats (vessels) . MEMCO sold and leased back $ 153 million of vessels as of December 31, 1998, and the remaining $ 47 million of 
vessels in May 1999. The lease (charter) is an operating lease for financial reporting purposes and a secured financing for tax purposes . 

The term of the noncancelable charter expires on December 30, 2012, and provides MEM CO one 18-month renewal option on the same 
terms and conditions. MEMCO is responsible for all executory costs, including insurance, maintenance and taxes, in addition to the 
charter payments. MEMCO has options to purchase the vessels throughout the term of the charter, as weU as an option to purchase at 
the termination of the charter. Assuming MEMCO exercises no purchase options during the term of the charter, the purchase price for 

. vessels totals $ 141.8 million at June 30, 2014. In the event that MEMCO does not exercise its purchase option for all vessels, it will be 
-<)ligated to remarket the vessels and, at the expiration of the charter, pay a maximum residual guarantee amount of$89.3 million. 

The minimum future charter payments as of December 31, 2000, are $ 15.4 million, $15.4 million, $15.8 million, $15.8 million and $16.0 

million for 2001 through 2005, respectively, and $140.4 million thereafter (excluding the purchase option payment). All MEMCO payment 
obligations under the transaction documents are unconditionally guaranteed by Progress Capital; those obligations are guaranteed by FPC. 

The Company is also a lessor of land and/or buildings and other types of properties it owns under operating leases with various terms 
and expiration dates. The leased buildings are depreciated under the same terms as other buildings included in diversified business 
property. Minimum rentals receivable under noncancelable leases as of December 31, 2000, are: 

lin thousands) 

2001 

2002 

2003 

2004 

2005 

Thereafter 
Total 

NOTE 9. FAIR VALUE OF FINANCIAL INSTRUMENTS 

Amounts 
$ 40,999 

31,743 

21,962 

16,396 

13,336 

38,062 

$162,498 

The carrying amounts of cash and cash equivalents and short-term obligations approximate fair value due to the short maturities of 
'l-tese instruments . At December 31,2000 and 1999, there were miscellaneous investments with carrying amounts of approximately 

51 million and $60 million, respectively, included in miscellaneous other property and investments. The carrying amount of these 
investments approximates fair value due to the short maturity of certain instruments and certain instruments are presented at fair value. 
The carrying amount of the Company's long-term debr, including current maturiries, was $6.1 billion and $3.2 billion at December 31, 

2000 and 1999, respectively. The esrimated fair value of this debt, as obtained from quoted market prices for the same or similar issues, 
was $6.0 billion and $3.2 billion at December 31, 2000 and 1999, respectively. 
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External funds have been established as a mechanism to fund certain costs of nuclear decommissioning (See Note IG). These nuclear 
decommissioning trust funds are invested in stocks, bonds and cash equivalents. Nuclear decommissioning trust funds are presented at 
amounts that approximate fair value. Fair value is obtained from quoted market prices for the same or similar investments. 

NOTE 10. CAPITALIZATION 

As of December 31, 2000, the Company had 227,647,066 shares of authorized but unissued common stock reserved and available for 
issuance, primarily to satisfy the requirements of the Company's stock plans. The Company intends, however, to meet the requirements 
of these stock plans with issued and outstanding shares presently held by the Trustee of the Stock Purchase-Savings Plan or with open 
market purchases of common stock shares, as appropriate. During 2000 and 1999, the Company issued common stock in conjunction 
with the FPC and NCNG acquisitions, respectively (See Note 2) . 

There are various provisions limiting the use of retained earnings for the payment of dividends under certain circumstances. As of 
December 31, 2000, there were no significant restrictions on the use of retained earnings. 

NOTE 11. CONTINGENT VALUE OBLIGATIONS 

In connection with the acquisition of FPC, the Company issued 98.6 million CVOs. Each CVO represents the right to receive contingent 
payments based on the performance of four synthetic fuel facilities purchased by subsidiaries of FPC in October 1999. The payments, if 
any, would be based on the net after-tax cash flows the facilities generate. The initial liability recorded at the acquisition date was approx­
imately $49.3 million (See Note 2A). The CVO liability was marked-to-market based on the year-end market price. The liability, 
included in other liabilities and deferred credits, at December 31, 2000, was $40.4 million. 

NOTE 12. REGULATORY MATTERS 

A. REGULATORY ASSETS AND LIABILITIES 

As regulated entities, the utilities are subject to the provisions of SFAS No. 71, "Accounting for the Effects of Certain Types of 
Regulation." Accordingly, the utilities record certain assets and liabilities resulting from the effects of the ratemaking process, which 
would not be recorded under generally accepted accounting principles for non-regulated entities. The utilities' ability to continue to 
meet the criteria for application of SFAS No. 71 may be affected in the future by competitive forces and restructuring in the electric 
utility industry. In the event that SFAS No. 71 no longer applied to a separable portion of the Company's operations, related 
regulatory assets and liabilities would be eliminated unless an appropriate regulatory recovery mechanism is provided. Additionally, 
these factors could result in an impairment of utility plant assets as determined pursuant to SFAS No. 121, "Accounting for the 
Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of:' 

At December 31, 2000 and 1999, the balances of the utilities' regulatory assets (liabilities) were as follows: 

lin thousands) 

Income taxes recoverable through future rates' 
Harris Plant deferred costs 
Loss on reacquired debt' 
Other postretirement benefits 
Deferred fuel 
Abandonment costs' 
Deferred DOE enrichment facilities-related costs 
Deferred purchased power contract termination costs 
Defined benefit retirement plan 
Deferred revenues 
Other regulatory assets and liabilities, net 

2000 
$208,997 

44,813 
25,495 
15,670 

217,806 

36,027 
226,656 
(203,137) 
(63,000 ) 

2,477 

1999 
$ 229,008 

56, 142 
4,719 

81,699 
1,675 

40,897 

Total $ 511,804 $ 414,140 
•Atl Dr certain pOr1ions ot these regulator, assets have been sub;ect to accelerated amonizalion (See NotlllFl. 
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8. RETAil RATE MATTERS 

The NCUC and SCPSC approved proposals to accelerate cost recovery of CP&L's nuclear generating assets beginning January 1, 2000, 

and continuing through 2004. The accelerated cost recovery began immediately after the 1999 expiration of the accelerated amortiza­

tion of certain regulatory assets (See Note 1 F). Pursuant to the orders, the accelerated depreciation expense for nuclear generating assets 

was set at a minimum of$106 million with a maximum of$150 million per y ear. In late 2000,CP&Lreceived approval from the NCUC 

and the SCPSC to further accelerate the cost recovery of its nuclear generation facilities by $125 million in 2000. This additional 

depreciation will allow CP&L to reduce the minimum accelerated annual depreciation in 2001 through 2004 to $75 million. The 

resulting total accelerated depreciation in 2000 was $275 million. Recovering the costs of its nuclear generating assets on an accelerated 

basis will better position CP&Lfor the uncertainties associated with potential restructuring of the electric utility industry. 

In June 2000, CP&L filed a request with the NCUC seeking approval to defer sulfur dioxide (S02) errussion allowance expenses, effective 
as ofJanuary 1,2000, for recovery in a future general rate case proceeding or by such other means as the NCUC may find appropriate. 
On January 5, 2001, the NCUC issued an order authorizing CP&L to defer, effective January 1, 2000, the cost of S02 emission allowances 
purchased pursuant to the Clean Air Act. Emission allowance expense of$16 million that was recorded in 2000 will be reversed in 2001 
and recorded as a regulatory asset. The ratemaking treatment of the regulatory asset has not been determined. CP&L is allowed to 
recover emission allowance expense through the fuel cla use adjustment in its South Carolina retail jurisdiction. 

In conjunction with the acquisition of NCNG, CP&L agreed to cap base retail electric rates in North Carolina and South Carolina 
through December 2004. The cap on base retail electric rates in South Carolina was extended to December 2005 in conjunction with 
regulatory approval to form a holding company. NCNG also agreed to cap its North Carolina margin rates for gas sales and 
transportation services, with limited exceptions, through November 1,2003. Management is of the opinion that this agreement will not 
have a material effect on the Company's consolidated results of operations or financial position . 

In conjunction with the FPC merger, CP&L reached a settlement with the Public Staff of the NCUC in which it agreed to reduce rates 
'0 all of its non-real time pricing customers by $3 million in 2002, $4.5 million in 2003, $6 million in 2004 and $6 million in 2005. 
CP&Lalso agreed to write off and forego recovery of$1O million of unrecovered fuel costs in each of its 2000 NCUC and SCPSC fuel cost 
recovery proceedings. Also in conjunction with the merger, the FPSC opened a docket to review Florida Power's earnings including the 
effects of the merger. The FPSC's decision is expected by late March 2001. 

Florida Power, with the approval of the FPSC, established a regulatory liability to defer a portion of 2000 revenues. If an alternative 
proposal is not filed by April 2, 2001, Florida Power will be directed to apply the deferred revenues at December 31, 2000, of$63 million. 
plus accrued interest. to offset certain regulatory assets related to deferred purchased power termination costs. 

In compliance with a regulatory order. Florida Power accrues a reserve for maintenance and refueling expenses anticipated to be 
incurred during scheduled nuclear plant outages. The balance of this reserve at December 31, 2000, was approximately $ll million. 

C. PLANT-RElATED DEFERRED COSTS 

In 1988 rate orders. CP&L was ordered to remove from rate base and treat as abandoned plant certain costs related to the Harris Plant. 
Abandoned plant amortization related to the 1988 rate orders was completed in 1998 for the wholesale and North Carolina retail 
jurisdictions and in 1999 for the South Carolina retail jurisdiction. Amortization of plant abandonment costs is included in deprecia­
tion and amortization expense and totaled $15.0 million and $24.2 million in 1999 and 1998, respectively. 

NOTE 13. RISK MANAGEMENT ACTIVITIES AND DERIVATIVE TRANSACTIONS 

The Company uses a variety of instruments, including swaps, options and forward contracts, to manage exposure to fluctuations in 
commodity prices and interest rates. Such instruments contain credit risk if the counterparty fails to perform under the contract. 
The Company minimizes such risk by performing credit reviews using, among other things, publicly available credit ratings of such 
counterparties. Potential non-performance by counterparties is not expected to have a material effect on the consolidated financial 
position or consolidated results of operations of the Company. 

A. COMMODITY DERIVATIVES - NON-TRADING 

The Company enters into certain forward contracts involving cash settlements or phy sical delivery that reduce the exposure to 
market fluctuations relative to the price and delivery of electric products. During 2000. 1999 and 1998, the Company principally sold 
electricity forward contracts, which can reduce price risk on the Company's available but unsold generation. While such contracts are 
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deemed to be economic hedges, the Company no longer designates such contracts as hedges for accounting purposes; therefore, these 
contracts are carried on the consolidated balance sheet at fair value, with changes in fair value recognized in earnings. Gains and losses 
from such contracts were not material during 2000, 1999 and 1998. Also, the Company did not have material outstanding positions in 
such contracts at December 31, 2000 or 1999. 

B. COMMODI TY DERIVATIVES - TRADING 

The Company from time to time engages in the trading of electricity commodity derivatives and, therefore, experiences net open posi­
tions. The Company manages open positions with strict policies which limit its exposure to market risk and require daily reporting to 
management of potential financial exposures. When such instruments are entered into for trading purposes, the instruments are carried 
on the consolidated balance sheet at fair value, with changes in fair value recognized in earnings. The net results of such contracts have not 
been material in any year and the Company did not have material outstanding positions in such contracts at December 31, 2000 or 1999. 

C. OTHER DERIVATIVE INSTRUMENTS 

The Company may from time to time enter into derivative instruments to hedge interest rate risk or equity securities risk. 

The Company has interest rate swap agreements to hedge its exposure on variable rate debt positions. The agreements, with a total 
notional amount of$500 million, were effective in July 2000 and mature in July 2002. Under these agreements, the Company receives a 
floating rate based on the three-month London Interbank Offered Rate (LIBOR) and pays a weighted-average fixed rate of approxi­
mately 7.17%. The fair value of the swaps was a $9.1 million liability position at December 31, 2000. Interest rate swaps are accounted for 
using the settlement basis of accounting. As such, payments or receipts on interest rate swap agreements are recognized as adjustments 
to interest expense. 

During 2000, the Company entered into forward starting swap agreements to hedge its exposure to interest rates with regard to future 
issuances of fIXed-rate debt. The agreements, with a total notional amount of $ 1.125 billion, will be cash settled at the time that the 
hedged debt is issued. These agreements have computational periods of two, five and ten years, with $375 million notional amount for 
each computational period. Under the agreements, the Company receives a floating rate based on the three-month LIBOR and pays 
weighted-average fixed rates of approximately 6.65%, 6.76% and 6.89% for the two, five and ten year computational periods, 
respectively. The fair value of the swaps was a $37.5 million liability position at December 31, 2000. Forward starting swaps are carried 
on the consolidated balance sheet at fair value, with corresponding deferred gains or losses. The resulting deferred losses or gains will be 
amortized and recorded as adjustments to interest expense over the life of the related debt issuances. 

The notional amounts of the interest rate swaps and the forward starting swaps are not exchanged and do not represent exposure 
to credit loss. In the event of default by a counterparty, the risk in these transactions is the cost of replacing the agreements at current 
market rates. 

NOTE 14. STOCK-BASED COMPENSATION PLANS 

A. E MPLOYEE STOCK OWNERSHIP PLAN 

The Company sponsors the Stock Purchase-Savings Plan (SPSP) for which substantially all full-time employees and certain part-time 
employees of the former CP&L Energy, Inc. (See Note lA) are eligible. The SPSP, which has Company matching and incentive goal 
features, encourages systematic savings by employees and provides a method of acquiring Company common stock and other diverse 
investments. The SPSP, as amended in 1989, is an Employee Stock Ownership Plan (ESOP) that can enter into acquisition loans to 
acquire Company common stock to satisfy SPSP common share needs. Qualification as an ESOP did not change the level of benefits 
received by employees under the SPSP. Common stock acquired with the proceeds of an ESOP loan is held by the SPSP Trustee in a 
suspense account. The common stock is released from the suspense account and made available for allocation to participants as the 
ESOP loan is repaid. Such allocations are used to partially meet common stock needs related to Company matching and incentive 
contributions and/or reinvested dividends. All or a portion of the dividends paid on ESOP suspense shares and on ESOP shares 
allocated to participants may be used to repay ESOP acquisition loans. To the extent used to repay such loans, the dividends are 
deductible for income tax purposes. 

There were 5,782,376 and 6,365,364 ESOP suspense shares at December 31, 2000 and 1999, respectively, with a fair value of$28 4.4 million 
and $193.7 million, respectively. ESOP shares allocated to plan participants totaled 13,549,257 and 12,966,269 at December 31, 2000 and 
1999, respectively. The Company's matching and incentive goal compensation cost under the SPSP is determined based on matching 
percentages and incentive goal attainment as defined in the pl�Such compensation cost is allocated to participants' accounts in the 



Ending 

gain 
periodic pension 

form of Company common stock, with the number of shares determined by dividing compensation cost by the common stock market 
value at the time of allocation. The Company currently meets common stock share needs with open market purchases and with shares 
released from the ESOP suspense account. Matching and incentive cost met with shares released from the suspense account totaled 
approximately $15.6 million, $16.3 million and $15.3 million for the years ended December 31, 2000, 1999 and 1998, respectively. The 
Company has a long-term note receivable from the SPSP Trustee related to the purchase of common stock from the Company in 1989. 

The balance of the note receivable from the SPSP Trustee is included in the determination of unearned ESOP common stock, which 
reduces common stock equity. ESOP shares that have not been committed to be released to participants' accounts are not considered 
outstanding for the determination of earnings per common share. Interest income on the note receivable and dividends on unallocated 
ESOP shares are not recognized for financial statement purposes. 

B. OTHER STOCK-BASED COMPENSATION PLANS 

The Company has compensation plans for officers and key employees of the Company that are stock-based in whole or in part. The two 
primary active stock-based compensation programs are the Performance Share Sub-Plan (PSSP) and the Restricted Stock Awards 
program (RSA), both of which were established pursuant to the Company's 1997 Equity Incentive Plan. 

Under the terms of the PSSP, officers and key employees of the Company are granted performance shares that vest over a three-year 
consecutive period . Each performance share has a value that is equal to, and changes with, the value of a share of the Company's 
common stock, and dividend equivalents are accrued on, and reinvested in, the performance shares. The PSSP has two equally weighted 
performance measures, both of which are based on the Company's results as compared to a peer group of utilities. Compensation 
expense is recognized over the vesting period based on the expected ultimate cash payout. Compensation expense is reduced by 
any forfeitures. 

The RSA, which began in 1998, allows the Company to grant shares of restricted common stock to key employees of the Company. The 
restricted shares vest on a graded vesting schedule over a minimum of three years . Compensation expense, which is based on the fair 

'ue of common stock at the grant date, is recognized over the applicable vesting period, with corresponding increases in common 
_,0ck equity. The weighted average price of restricted shares at the grant date was $36.97, $36.63 and $42.03 in 2000, 1999 and 1998, 

respectively. Compensation expense is reduced by any forfeitures. Restricted shares are not included as shares outstanding in the basic 
earnings per share calculation until the shares are no longer forfeitable. Changes in restricted stock shares outstanding were: 

Beginning balance 
Granted 
Forfeited 

balance 

2000 
331,900 

359,844 

(38,400) 

653,344 

1999 1998 
265,300 

66,600 274,800 

(9,500) 

331,900 265,300 

The total amount expensed for other stock-based compensation plans was $15.6 million, $2.2 million and $1.3 million in 2000, 

1999 and 1998, respectively. 

NOTE 15. POSTRETIREMENT BENEFIT PLANS 

The Company and some of its subsidiaries have a noncontributory defined benefit retirement (pension) plan for substantially all full­
time employees. The Company also has supplementar y defined benefit pension plans that provide benefits to higher-level employees . 

The components of net periodic pension benefit are: 

lin thousands) 

Expected return on plan assets 
Service cost 

terest cost 
_ .mortization of transition obligation 
Amortization of prior service benefit 
Amortization of actuarial 

Net benefit 

2000 
$ (87,628) 

22,123 

56,924 

125 

(1,314) 

(5,721 ) 

$ (15,491 ) 

S3 

1999 
$ (75,124) 

20,467 . 

46,846 

106 

(1,314 ) 

(3,932) 

$ (12,951 ) 

1998 
$ (69,920) 

18,357 

45,877 

106 

(158) 

(6,440) 

$ (12,178) 
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In addition to the net periodic benefit reflected above, in 2000 the Company recorded a charge of approximately $21.5 million to 
adjust one of its supplementary defined benefit pension plans. The effect of the adjustment for this plan is reflected in the actuarial 
loss (gain) line in the pension obligation reconciliation below. 

Prior service costs and benefits are amortized on a straigh t -line basis over the average remaining service period of active participants. 
Actuarial gains and losses in excess of 10% of the greater of the pension obligation or the market-related value of assets are amortized 
over the average remaining service period of active participants. 

Reconciliations of the changes in the plan's benefit obligations and the plan's funded status are: 

(In thousands) 

Pension obligation 
Pension obligation at January 1 
Interest cost 
Service cost 
Benefit payments 
Actuarial loss (gain) 
Plan amendments 

Pension obligation at December 31 
Fair value of assets at December 31 
Funded status 
Unrecognized transition obligation 
Unrecognized prior service benefit 

actuarial 
(accrued) cost at December 31, net 

2000 

$ 688,124 
56,924 
22,123 

(55,291 ) 
39,798 

625,181 
$ 1,376,859 

1,843,410 
$ 466,551 

495 
(16,861 ) 

(158,541 ) 
$ 291,644 

1999 

$ 678,210 
46,846 
20,467 

( 41,585) 
(50,120) 

5,546 
28,760 

$ 688,124 
947,143 

$ 259,019 
582 

( 18,175) 
(245,343 ) 

$ (3,917) 

The net prepaid pension cost of$291.6 million at December 31, 2000 is recognized in the accompanying consolidated balance sheet as 
prepaid pension cost of $37 3.2 million and accrued benefit cost of$81.6 million, which is included in other liabilities and deferred 
credits. The accrued pension cost at December 31, 1999 did not have prepaid components and, therefore, is reflected in other liabilities 
and deferred credits. The aggregate benefit obligation for those plans where the accumulated benefit obligation exceeded the fair value 
of plan assets was $83.6 million at December 31, 2000, and those plans have no plan assets. 

Reconciliations of the fair value of pension plan assets are: 

lin thou •• nds) 2000 1999 

Fair value of plan assets at January 1 $ 947,143 $ 830,213 
Actual return on plan assets 24,840 127,167 
Benefit payments (55,291) ( 41,585) 
Employer contributions 1,329 

925,389 31,348 
Fair value of assets at December 31 $ 1,843,410 $ 947,143 

The weighted-average discount rate used to measure the pension obligation was 7 .5% in 2000 and 1999. The weighted-average rate of 
increase in future compensation for non-bargaining unit employees used to measure the pension obligation was 4.0% in 2000 and 4.2% 
in 1999. The corresponding rate of increase in future compensation for bargaining unit employees was 3.5% in 2000. There were no 
bargaining unit employees in 1999. The expected long-term rate of return on pension plan assets used in determining the net periodic 
pension cost was 9.25% in 2000, 1999 and 1998. 

In addition to pension benefits, the Company and some of its subsidiaries provide contributory postretirement benefits (OPEB), 
including certain health care and life insurance benefits, for retired employees who meet specified criteria. 
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The components of net periodic 0PEB cost are: 


lin thous.llds) 2000 1999 1998 

Expected return on plan assets $ (4,045) $ $ (3,092)
Service cost 10,067 7,936 7,182 
Interest cost 15,446 13,914 13,402 
Amortization of prior service cost 107 
Amortization of transition obligation 5,878 5,760 5,641 
Amortization of actuarial (819) (1) 


Net OPEB cost $ 26,634 $ 24,231 $ 
 22,584 

Prior service costs and benefits are amortized on a straight-line basis over the average remaining service period of active participants. 
Actuarial gains and losses in excess of 10% of the greater of the OPEB obligation or the market-related value of assets are amortized over 
the average remaining service period of active participants. 

Reconciliations of the changes in the plan's benefit obligations and the plan's funded status are: 

Un thousud.} 

OPEB obligation 
OPEB obligation at January 1 

Interest cost 
Service cost 
Benefit payments 
Actuarial gain 
Plan amendment 

uisi tions 

2000 1999 

$ 213,488 $ 196,846 

15,446 13,914 

10,067 7,936 

(7,258) (5,769) 

(12,590) (7,307) 

1,062 

155,770 6,806 
OPEB obligation at December 31 

Fairvalue of assets at December 31 

Funded status 
Unrecognized transition obligation 
Unrecognized prior service cost 

actuarial 
Accrued OPEB cost at December 31 

$ 374,923 

54,642 

$(320,281) 

70,715 

955 

(25,060) 

$(27 3,671) 

$ 213,488 

43,235 

$(170,253) 

76,593 

1,062 

(17,261) 

$(109,859) 

Reconciliations of the fair value of OPEB plan assets are: 

Un t"ouunds! 

Fair value of plan assets at January 1 

Actual return on plan assets . 
Acquisition 
Employer contribution 
Benefits 

. 

Fair value of assets at December 31 

2000 
$ 43,235 

124 

11,283 

7,258 

(7,258) 

$ 54,642 

1999 
$ 37,304 

5,931 

5,769 

(5,769) 

$ 43,235 

The assumptions used to measure the OPEB obligation are: 

fin thoullnds! 2000 1999 
Weighted-average discount rate 7.50% 7.50% 

Initial medical cost trend rate for pre-Medicare benefits 7.2 %-7.s 0/0 7.50% 

Initial medical cost trend rate for post-Medicare benefits 6.2%-7.5% 7.25% 

Ultimate medical cost trend rate 5.0%-5.3% 5.00% 

Yer ultimate medical cost trend rate is achieved 2005-2009 2006 

The expected weighted-average long-term rate of return on plan assets used in determining the net periodic OPEB cost was 9.20% in 2000 

and 9.25% in 1999 and 1998. The medical cost trend rates were assumed to decrease gradually from the initial rates to the ultimate rates. 
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Assuming a 1 % increase in the medical cost trend rates, the aggregate of the service and interest cost componen ts of the net periodic OPEB 
cost for 2000 would increase by $4.3 million, and the OPEB obligation at December 31, 2000, would increase by $36.0 million. Assuming a 
1 % decrease in the medical cost trend rates, the aggregate of the service and interest cost components of the net periodic OPEB cost for 
2000 would decrease by $3.6 million and the OPEB obligation at December 31, 2000, would decrease by $34.5 million. 

During 1999, the Company completed the acquisition of NCNG (See Note 2). During 2000, the Company completed the acquisition of 
FPC (See Note 2). NCNG's and FPC's pension and OPEB liabilities, assets and net periodic costs are reflected in the above information 
as appropriate. Effective January 1,2000, NCNG's benefit plans were merged with those of the Company. FPC's benefit plans are 
expected to be merged with those of the Company effective January 1, 2002. 

NOTE 16. EARNINGS PER COMMON SHARE 

Basic earnings per common share is based on the weighted-average of common shares outstanding. Diluted earnings per share includes 
the effect of the non-vested portion of restricted stock. Restricted stock awards and contingently issuable shares had a dilutive effect on 
earnings per share for 2000 and 1999 and increased the weighted-average number of common shares outstanding for dilutive purposes 
by 454,924 in 2000. 290,474 in 1999 and 250,660 in 1998. The weighted-average number of common shares outstanding for dilutive 
purposes was 157.6 million, 148.6 million and 144.2 million for 2000, 1999 and 1998, respectively. 

NOTE 17. INCOME TAXES 

Deferred income taxes are provided for temporary differences between book and tax bases of assets and liabilities. Investment tax 
credits related to regulated operations are amortized over the service life of the related property. A regulatory asset or liability has 
been recognized for the impact of tax expenses or benefits that are recovered or refunded in different periods by the utilities pursuant 
to rate orders. 

Net accumulated deferred income tax liabilities at December 31 are: 

I/n thousands) 2000 1999 

Accelerated depreciation and property cost differences $2,054,509 $ 1,583,610 

Deferred costs, net 63,085 70,478 

Income tax credit carry forward ( 103,754) 

Miscellaneous other temporary differences, net (150,969) 26,403 

Valuation allowance 10,868 

Net accumulated deferred income tax 	 $1,873,739 $1,680,491 

Total deferred income tax liabilities �ere $2.79 billion and $2.20 billion at December 31, 2000 and 1999, respectively. Total deferred 
income tax assets were $919 million and $519 million at December 31, 2000 and 1999, respectively. The net of deferred income tax 
liabilities and deferred income tax assets is included on the consolidated balance sheets under the captions other current liabilities and 
accumulated deferred income taxes. 

The Company has established a valuation allowance of $10.9 million due to the uncertainty of realizing future tax benefits from certain 
state net operating loss carryforwards. 

Reconciliations of the Company's effective income tax rate to the statutory federal income tax rate are: 

2000 1999 1998 

Effective income tax rate 29.7% 40.3% 39.2% 

State income taxes, net of federal income tax benefit ( 4.8) (4.6) (4.7) 

Income tax credits 12.2 

Investment tax credit amortization 4.2 1.6 1.5 

Harris accelerated depreciation (1.9) 

Other differences, net ( 4.4) (2.3 ) ( 1.0) 

federal income tax rate 35.0% 35.0% 35.0% 



expense 

Facility Capability Depreciation 

Crystal 

The provisions for income tax expense are comprised of: 

lin thousand.) 2000 1999 1998 

Income tax expense (credit): 

Investment tax credit (18,136) ( 10,299) ( 10,206) 
Total income tax $ 202,774 $ 258,421 $ 257,494 

The Company is a majority owner in seven facilities and a minority owner in two facilities that produce synthetic fuel from fine coal 
feedstock, as defined under the Internal Revenue Service Code Section 29 (Section 29). The production and sale of the synthetic fuel 
from these facilities qualifies for tax credits under Section 29 if certain requirements are satisfied. Should the tax credits be denied on 
future audits, and the Company fails to prevail through the Internal Revenue Service or legal process, there could be significant tax 
liability owed for previously-taken Section 29 credits, with a significant impact on consolidated results of operations and cash flows. 
In management's opinion, the Company is complying with all necessary requirements to be allowed such credits under Section 29, 
but cannot predict the outcome of this matter. 

NOTE 18. JOINT OWNERSHIP OF GENERATING FACILITIES 

CP&L and Florida Power hold undivided ownership interests in certain jointly owned generating facilities, excluding related nuclear 
fuel and inventories. Each is entitled to shares of the generating capability and output of each unit equal to their respective ownership 
interests. Each also pays its ownership share of additional construction costs, fuel inventory purchases and operating expenses. CP&L's 
and Florida Power's share of expenses for the jointly owned facilities is included in the appropriate expense category. 

CP&L's and Florida Power's ownership interest in the jointly owned generating facilities are listed below with related information as of 
December 31, 2000 (dollars in thousands): 

Company 
Megawatt Ownership Plant Accumulated Under 

Subsidiary Interest Investment Construction 
745 

Current- federal $254,967 $ 253,140 $254,400 

state 61,309 48,075 51,817 
Deferred- federal (84,605) (30,011 ) (34,842) 

state (10,761 ) (2,484) (3,675) 

CP&L Mayo Plant 83.83% $ 451,769 $ 218,029 $ 12,248 
CP&L Harris Plant 860 83.83% 3,026,074 1,255,008 71,250 
CP&L Brunswick Plant 1,631 81.67% 1,422,640 1,121,880 12,555 
CP&L Roxboro Unit No.4 700 87.06% 242,605 122,651 57,190 
Florida Power River Plant 782 91. 78% 773,300 754,100 14,100 

In the table above, plant investment and accumulated depreciation, which includes accumulated nuclear decommissioning, are not 
reduced by the regulatory disallowances related to the Harris Plant. 

NOTE 19. COMMITMENTS AND CONTINGENCIES 

A. PURCHASED POWER 
Pursuant to the terms of the 1981 Power Coordination Agreement, as amended, between CP&L and Power Agency, CP&L is obligated to 
purchase a percentage of Power Agency's ownership capacity of, and energy from, the Harris Plant. In 1993, CP&L and Power Agency 
entered into an agreement to restructure portions of their contracts covering power supplies and interests in jointly owned units . 
Under the terms of the 1993 agreement, CP&L increased the amount of capacity and energy purchased from Power Agency's ownership 
interest in the Harris Plant, and the buyback period was extended six years through 2007. The estimated minimum annual payments for 
these purchases, which reflect capacity costs, total approximately $32 million. These contractual purchases totaled $33.9 million, 
$36.5 million and $34.4 million for 2000, 1999 and 1998, respectively. In 1987, the NCUC ordered CP&L to reflect the recovery of the 
capacity portion of these costs on a levelized basis over the original IS-year buyback period, thereby deferring for future recovery the 
difference between such costs and amounts collected through rates. In 1988, the SCPSC ordered similar treatment, but with a lO-year 
levelization period. At December 31, 2000 and 1999, CP&L had deferred purchased capacity costs, including carrying costs accrued on 
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the deferred balances of $44.8 million and $56. I million, respectively. Increased purchases (which are not being deferred for future 
recovery) resulting fr�m the 1993 agreement with Power Agency were approximately $26 million, $23 million and $19 million for 2000, 
1999 and 1998, respectively. 

During 2000, CP&L had a long-term agreement for the purchase of power and related transmission services from Indianí Michigan 
Power Company's Rockport Unit No. 2 (Rockport). The agreement provides for the purchase of 250 me?awatts of capaCIty 

. 
through 

2009 with an estimated minimum annual payment of approximately $31 million, representing capItal-related capaCIty costs. 
Total purchases (including transmission use charges) under the Rockport agreement amounted to $61 million, $59.2 million and 
$59.3 million for 2000, 1999 and 1998, respectively. During 1998 and part of 1999, CP&L had an additional long-term agreement to 
purchase power and related transmission services from Duke Energy. Total purchases under this agreement amounted to $33.8 million 
and $75.5 million for 1999 and 1998, respectively. 

Florida Power has long-term contracts for approximately 460 megawatts of purchased power with other utilities, including a contract 
with The Southern Company for approximately 400 megawatts of purchased power annually through 2010. Florida Power can lower 
these purchases to approximately 200 megawatts annually with a three-year notice. Total purchases under these agreements amounted 
to $104.5 million for 2000. Minimum purchases under these contracts, representing capital-related capacity costs, are approximately 
$50 million annually through 2003 and $30 million annually during 2004 and 2005. 

B. OTHER COMMITMENTS 

The Company has certain future commitments related to synthetic fuel facilities purchased. These agreements require pay ments to the 
seller based on the tons of coal produced and sold. During 2000, payments made under these agreements amounted to $42 million. 

C. INSURANCE 

The Company is a member of Nuclear Electric Insurance Limited (NEIL), which provides primary and excess insurance coverage 
against property damage to members' nuclear generating facilities. Under the primary program, the Company is insured for 
$500 million at each of its nuclear plants. In addition to primary coverage, NEIL also provides decontamination, premature decommis­
sioning and excess property insurance with limits of $ I billion on the Brunswick Plant, $ I billion on the Harris Plant, $800 million on 
the Robinson Plant, and $ I.I billion on CR3. An additional shared limit policy of $ I billion in excess of $ I billion is also provided 
through NEIL on the Brunswick and Harris Plants for decontamination, premature decommissioning and excess property. 

Insurance coverage against incremental costs of replacement power resulting from prolonged accidental outages at nuclear generating 
units is also provided through membership in NEIL. The Company is insured thereunder, following a twelve week deductible period, 
for 52 weeks in weekly amounts of $2.25 million at Brunswick Unit No. 1, $2.25 million at Brunswick Unit No. 2, $2.4 million at the 
Harris Plant, $1.96 million at Robinson Unit No.2 and $2.1 million at CR3. An additional 104 weeks of coverage is provided at 80% of 
the above weekly amounts. For the current policy period, the Company is subject to retrospective premium assessments of up to 
approximately $13.5 million with respect to the primary coverage, $ 15.4 million with respect to the decontamination, decommissioning 
and excess property coverage, $2.6 million with respect to the shared limit excess coverage and $7. I million for the incremental replace­
ment power costs coverage, in the event covered expenses at insured facilities exceed premiums, reserves, reinsurance and other NEIL 
resources. These resources as of December 31 , 2000 totaled approximately $4.6 billion. Pursuant to regulations of the NRC , the 
Company's property damage insurance policies provide that all proceeds from such insurance be applied, first, to place the plant in a safe 
and stable condition after an accident and, second, to decontamination costs, before any proceeds can be used for decommissioning, 
plant repair or restoration. The Company is responsible to the extent losses may exceed limits of the coverage described above. 

The Company is insured against public liability for a nuclear incident up to $9.54 billion per occurrence. In the event that public liability 
claims from an insured nuclear incident exceed $200 million, CP&L and Florida Power would be subject to a pro rata assessment of up 
to $83.9 million and $88.1 million, respectively, for each reactor owned per occurrence. Payment of such assessment would be made 
over time as necessary to limit the payment in any one year to no more than $10 million per reactor owned. 

Flori9a Power self-insures its transmission and distribution lines against loss due to storm damage and other natural disasters. Pursuant 
to a regulatory order, Florida Power is accruing $6 million annually to a storm damage reserve and may defer any losses in excess of the .. 
reserve. The reserve balance at December 31,2000 was $29.5 million. 

D. CLAIMS AND UNCERTAINTIES 

1. The Company is subject to federal, state and local regulations addressing air and water quality, hazardous and solid waste manage­
ment and other environmental matters. 
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Various organic materials associated with the production of manufactured gas, generally referred to as coal tar, are regulated under 
federal and state laws. The lead or sole regulatory agency that is responsible for a particular former coal tar site depends largely upon the 
state in which the site is located. There are several manufactured gas plant (MGP) sites to which both electric utilities and the gas utility 
have some connection. In this regard, both electric utilities and the gas utility, with other potentially responsible par ties, are participat­
ing in investigating and, if necessary, remediating former coal tar sites with several regulatory agencies, including, but not limited to, the 
US. Environmental Protection Agency (EPA), the Florida Department of Environment and Protection (DEP) and the North Carolina 
Department of Environment and Natural Resources, Division of Waste Management (DWM). 

Both electric utilities, the gas utility and Electric Fuels are periodically notified by regulators such as the EPA and various state agencies of 
their involvement or potential involvement in sites, other than MGP sites, that may require investigation andlor remediation. Although 
the Company's subsidiaries may incur costs at the sites about which they have been notified, based upon the current status of these sites, 
the Company does not expect those costs to be material to the consolidated financial position or results of operations of the Company. 

The EPA has been conducting an enforcement initiative related to a number of coal-fired utility power plants in an effort to determine 
whether modifications at those facilities were subject to New Source Review requirements or New Source Performance Standards under 

. 	the Clean Air Act. Both electric utilities have recently been asked to provide information to the EPA as part of this initiative and have 
cooperated in providing the requested information. The EPA has initiated enforcement actions, some of which have resulted in 
settlement agreements, ranging from $1.0 billion to $1.4 billion, by other companies that have been subject to this initiative. The 
Company cannot predict the outcome of this matter. 

The EPA published a final rule approving petitions under section 126 of the Clean Air Act, which requires certain sources to make 
reductions in nitrogen oxide emissions by 2003. The final rule also includes a set of regulations that affect nitrogen oxide emissions from 
sources included in the petitions. The North Carolina fossil-fueled electric generating plants are included in these petitions. CP&L, 
other utilities, trade organizations and other states are participating in litigation challenging the EPA's action. The Company cannot pre­. 
dict the outcome of this matter. 

In 1998, the EPA published a final rule addressing the issue of regional transport of ozone. This rule is commonly known as the NOxSIP 
Call. The EPA's rule requires 23 jurisdictions, including North and South Carolina, but not Florida, to further reduce nitrogen oxide 
emissions in order to attain a pre-set state NOx emission level. The EPA's rule also suggests to the states that these additional nitrogen 
oxide emission reductions be obtained from the utility sector. CP&L is evaluating necessary measures to comply with the rule and 
estimates its related capital expenditures could be approximately $370 million, which has not been adjusted for inflation. Increased 
operation and maintenance costs relating to the NOx SIP CalI are not expected to be material to the Company's results of operations. 
Further controls are anticipated as electricity demand increases. CP&L, other utilities, trade organizations and states are participating in 
litigation challenging the NOx SIP Call. The District of Columbia Circuit Court of Appeals upheld the EPA's NOx SIP Call. Further 
appeals to the US. Supreme Court have been filed. Prior to resolution of a potential appeal, the EPA is requiring regulations in the states 
involved in the NOx SIP CalI including North and South Carolina to comport with the NOx SIP Call. Acceptable state plans can be 
approved in lieu of the final rules the EPA approved as part of the 126 petitions. North and South Carolina are proceeding to adopt such 
plans. The Company cannot predict the outcome of this matter. 

In July 1997, the EPA issued final regulations establishing a new eight-hour ozone standard. In October 1999, the District of Columbia 
Circuit Court of Appeals ruled against the EPA with regard to the federal eight-hour ozone standard. CP&L, other utilities, trade 
organizations and states are participating in a further appeal to the US. Supreme Court. North Carolina adopted the federal eight-hour 
ozone standard and is proceeding with the implementation process. North Carolina has promulgated final regulations, which will 
require CP&L to install nitrogen oxide controls under the State's eight-hour standard. The cost of those controls are included in the cost 
estimate of$370 million set forth above. 

Both electric utilities and the gas utility have filed claims with the Company's general liability insurance carriers to recover costs arising 
out of actual or potential liabilities. Some claims have settled and others are still pending. W hile management cannot predict the 
outcome of these matters, the outcome is not expected to have a material effect on the consolidated financial position or results 
of operations. 

2. As required under the Nuclear Waste Policy Act of 1982, CP&L and Florida Power each entered into a contract with the DOE under 
which the DOE agreed to begin taking spent nuclear fuel by no later than January 31, 1998. All similarly situated utilities were required to 
sign the same standard contract. 
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Indiana & Michigan Power DOE. 

Indiana & Michi"an Power DOE. 
States Power (NSP) v, DOE, 

NSP v. DOE. 

NSP v. DOE. 

In April 1995, the DOE issued a final interpretation that it did not have an unconditional obligation to take spent nuclear fuel by 
January 31, 1998. In v. the Court of Appeals vacated the DOE's final interpretation and ruled that the 
DOE had an unconditional obligation to begin taking spent nuclear fuel. The Court did not specify a remedy because the DOE was not . 
yet in default. 

After the DOE failed to comply with the decision in v. a group of utilities petitioned the Court of 
Appeals in Northern seeking an order requiring the DOE to begin taking spent nuclear fuel by January 31, 
1998. The DOE took the position that their delay was unavoidable, and the DOE was excused from performance under the terms and 
conditions of the contract. The Court of Appeals did not order the DOE to begin taking spent nuclear fuel, stating that the utilities had a 
potentially adequate remedy by filing a claim for damages under the contract. 

After the DOE failed to begin taking spent nuclear fuel by January 31, 1998, a group of utilities filed a motion with the Court of Appeals 
to enforce the mandate in Specifically, this group of utilities asked the Court to permit the utilities to escrow their waste fee 
payments, to order the DOE not to use the waste fund to pay damages to the utilities, and to order the DOE to establish a schedule for 
disposal of spent nuclear fueL The Court denied this motion based primarily o n  the grounds that a review of the matter was premature, 
and that some of the requested remedies fell outside of the mandate in 

Subsequently, a number of utilities each filed an action for damages in the Court of Claims . In a recent decision, the U.S. Circuit Court of 
Appeals (Federal Circuit) ruled that utilities may sue the DOE for damages in the Federal Court of Claims instead of having to file an 
administrative claim with DO E. CP &L and Florida Power are in the process of evaluating whether they should each file a similar action 
for damages. 

CP&L and Florida Power also continue to monitor legislation that has been introduced in Congress which might provide some limited 
relief. CP&L and Florida Power cannot predict the outcome of this matter. 

With certain modifications and additional approval by the NRC, CP&LS spent nuclear fuel storage facilities will be sufficient to provide 
storage space for spent fuel generated on CP&1's system through the expiration of the current operating licenses for all of CP &1's nuclear 
generating units: Subsequent to the expiration of these licenses, dry storage may be necessary. CP&L has obtained NRC approval to use 
additional storage space at the Harris Plant. Florida Power currently is storing spent nuclear fuel onsite in spent fuel pools. If Florida 
Power does not seek renewal of the CR3 operating license, with certain modifications to its storage pools currently underway, CR3 will 
have sufficient storage capacity in place for fuel consumed through the end of the expiration of the license in 2016. If Florida Power 
extends the CR3 operating license, CR3 willhave sufficient wet storage capacity until 2013, at which time dry storage may be necessary. 

3. The Company and its subsidiaries are involved in various litigation matters in the ordinary course of business, some of which involve 
substantial amounts. Where appropriate, accruals have been made in accordance with SFAS No. 5, "Accounting for Contingencies;' to 
provide for such matters. In the opinion of management, the final disposition of pending litigation would not have a material adverse 
effect on the Company's consolidated results of operations or financial position. 

NOTE 20. SUBSEQUENT EVENT 

In February 2001; the Company issued $3,2 billion of senior unsecured notes with maturities ranging from three to thirty years. 
Proceeds from this issuance were used to retire short-term obligations issued in connection with the FPC acquisition. 
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IDalia .. in thousands axcepl per share data) 2000 1999 1998 1997 1996 1995 

J 
RESULTS OF OPERATlONS"1 

Operating revenues $ 4,118,873 $ 3,357,615 $ 3,191,668 $ 3,036,587 $ 2,999,273 $ 3,006,553 

Operating expenses (3,399,315) (2,517,072) (2,344,118 ) (2,250,610 ) (2,214,225) (2,215,030) 

-J 
Other income (expense) 223,862 (23,370) ( 19,549) 7,292 37,906 20,330 

Interest charges, net (262,285) (179,464) (174,236) (177,288) (185,370) (208,175) 

Income taxes (202,774) (258,421) (257,494) (233,716) (255,916) (240,683) 

J Net income $ 478,361 $ 379,288 $ 396,271 $ 382,265 $ 381,668 $ 362,995 

BALANCE SHEET DATA AT YEAR-END 

Total utility plant, net $10,436,698 $ 6,764,813 $ 6,299,540 $ 6,293,510 $ 6,399,919 $ 6,328,508 

Total assets $20,091,012 $ 9,494,019 $ 8,401,406 $ 8,220,728 $ 8,364,862 $ 8,199,655 

Capitalization: 

1 
Common stock equity $ 5,424,201 $ 3,412,647 $ 2,949,305 $ 2,818,807 $ 2,690,454 $ 2,574,743 

Preferred stock-redemption not required 92,831 59,376 59,376 59,376 143,801 143,801 

Long-term debt, net 5,890,099 3,028,561 2,614,414 2,415,656 2,525,607 2,610,343 

1 Total capitalization $ 11,407, 131 $ 6,500,584 $ 5,623,095 $ 5,293,839 $ 5,359,862 $ 5,328,887 

OTHER FINANCIAL DATA 

l 
Return on average common 

stock equity (percent) 13.04 11.89 13.82 13.89 14.44 13.87 

Ratio of earnings to fixed charges 3.28 4.12 4.38 4.17 4.12 3.67 

1 
Number of common 

shareholders of record 80,289 67,221 67,519 71,697 61,828 66,364 

Book value per common share $ 26.32 $ 22.31 $ 20.47 $ 19.60 $ 18.77 $ 17.95 

Basic earnings per common share $ 3.04 $ 2.56 $ 2.75 $ 2.66 $ 2.66 $ 2.48 

Diluted earnings per common share $ 3.03 $ 2.55 $ 2.75 $ 2.66 $ 2.66 $ 2.48 

.t 
Dividends declared per common share $ 2.075 $ 2.015 $ 1.955 $ 1.895 $ 1.835 $ 1.775 

Dividend payout (percent) 68.3 78.7 71.1 71.2 69.0 71.6 

ENERGY SUPPLY (MILLIONS OF KWH)I" 

L 
Generated: 

coal 31,132 28,260 27,576 25,545 24,859 23,517 

nuclear 23,857 22,451 22,014 21,690 20,284 19,949 

hydro 441 520 790 799 882 824 

combustion turbines 1,337 435 386 189 68 56 

Purchased 5,724 5,132 5,675 6,318 7,292 7,433 

Total energy supply (Company share) 62,491 56,798 56,441 54,541 53,385 51,779 

Power Agency share (2) 4,505 4,353 4,349 4,101 3,616 3,828 

Total system energy supply 66,996 61,151 60,790 58,642 57,001 55,607 
I 

L 11) R .. ult. of operation. and energy supply data includes inlormetion lor Florida Progre .. Corporation .ince November 3D, 2000, the date of acqui.tion. 

12) Net of CP&L'. purch .... from Power Agency. 
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NOTICE OF ANNUAL MEETING 

Progress Energy's 2001 annual meeting of shareholders will be 
held on May 9at 10 a.m. at the North Carolina Museum of Art in 
Raleigh, North Carolina. A formal notice of the meeting with 
a proxy statement and a form of proxy will be mailed to all 
shareholders in early April. 

TRANSFER AGENT AND REGISTRAR 

EquiServe, L.P. 
PO Box 43012 

Providence, Rl 02940-3012 

Toll-free phone number: 1-800-633- 4236 

INVESTOR INFORMATION AND SHAREHOLDER INUUIRIES 

Investor information is available 2 4  hours a day, seven days a 
week by calling Progress Energy's Shareholder Information 
Line. T his automated system features earnings and dividend 
information, news releases and stock transfer information. Call 
(919) 546-2300 or toll-free 1-800-718-3132 depending on your 
lbcation. Company information is also available on the Internet 
at www.progress-energy.com. 

Other questions concerning stock ownership may be directed to 
Progress Energy's Shareholder Relations. Call toll-free 1-800-
662-7232 or write to the following address: 

Progress Energy, Inc. 
Shareholder Relations 
PO Box 1551 
Raleigh, NC 27602-1551 

SECURITIES ANALYST INUUIRIES 

Securities analysts, portfolio managers and representatives 
of financial institutions seeking information about 
Progress Energy should contact Robert F. Drennan, Jr., 
Manager- Investor Relations and Funds Management, at the 
corporate headquarters address, or call (919) 546-7474. 

COMMON STOCK LISTING 

Progress Energy's common stock is listed and traded under the 
symbol PGN on the New York Stock Exchange in addition to 
regional stock exchanges across the United States. 

SHAREHOLDER PROGRAMS 

Progress Energy offers the Progress Energy Investor Plus Plan, a 
direct stock purchase and dividend reinvestment plan, and 
direct deposit of cash dividends to bank accounts for the 
convenien ce of shareholders. For information on these 
programs, contact Shareholder Relations at the above address 
or call us toll-free at 1-800-662-7232. 

62 

Proxy material, including the Annual Report, can be electroni­
cally delivered to shareholders. Electronic delivery provides 
immediate access to proxy material and allows Internet 
voting while saving printing and mailing costs. To take 
advantage of electronic delivery of proxy material, go to 
www.econsent.com/pgn and follow the instructions. 

We also offer online access to shareholder accounts via the 
Internet. To obtain online access to your shareholder account, 
go to www.equiserve.com. If you have access to Progress Energy, 
Inc.'s Annual Report at your address, and do not want to receive 
a copy for your shareholder account, please call our transfer 
agent, EquiServe, toll-free at 1-800-633-4236 to discontinue 
receiving an Annual Report by mail. 

ADDITIONAL INFORMATION 

Progress Energy files periodic reports with the Securities and 
Exchange Commission that contain additional information 
about the company. Copies are available to shareholders upon 
written request to the company's Treasurer at the corporate 
headquarters address. 

This annual report is submitted for shareholders' information. 
It is not intended for use in connection with any sale or purchase 
of, or any offer or solicitation of offers to buy or sell, securities. 
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SCHEDULE F-2 

FLORIDA PUBLIC SERVICE COMMISSION 

Company: FLORIDA POWER CORPORATION 

Docket No. 000824-EI 

Line 

No. 

2 

3 

4 

5 

6 

Q\ 7 
A 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

Supporting Schedules 

I 

Financial Statements - Opinion of Independent CPAs 

Explanation: Provide the opinion of independent Certified Public Accountants 

and other sections of the consolidated financial statements not 

elsewhere filed for the most recent two years. If not otherwise 

available, certified financial statements need not be obtained 

solely to satisfy the MFR. 

This information is provided on schedule F-1 

Type of data shown: 

Projected Test Year Ended 

XX Prior Year Ended 

Witness: 

Recap Schedules: 

Page 1 of 1 

xxlxxJxxxx 

12/31/2000 

Myers 
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SCHEDULE F-3 SEC Reports Page 1 of 1 

FLORIDA PUBLIC SERVICE COMMISSION Explanation: Provide a copy of the most recent Form 1 O-K annual Type of data shown: 


reports to the Securities and Exchange Commission 


Company: FLORIDA POWER CORPORATION and all Form 10-0 reports fried subsequent to the filing of Projected Test Year Ended xxixxixxxx 


the latest 10-K. XX Prior Year Ended 1213112000 


Docket No. 000824-EI Witness: Myers 


Line 

No. 

1 


2 
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4 
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6 


7
0'1 
Ul 
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10 


11 


12 


13 


14 


15 


16 


17 


18 


19 


20 


21 


22 


23 


24 


25 


26 


27 


See Attached. 

Supporting Schedules: Recap Schedules: 



30, 

____ _ to ___ _ 

Registran t Description 

-

Commission 
File Number 

1-8349 

1-3274 

lJ}..TJTED ST A TES 
SECURlTIES AND EXCHANGE COMMISSION 

Washington, D. C. 20549 

FORM 10-Q 

[X 1 QUARTERLY REPORT PURSUANT TO SECTION 13 OR IS(d) 
OF THE SECURITIES EXCHANGE ACT OF 1934 

For the quarterly period ended June 200 I 

O R  

[ 1 TRANSITION REPORT PURSUANT TO SECTION 13 OR 
1S(d) OF THE SECURITIES EXCHANGE ACT OF 1934 

For the transition period from 

Exact name of registrants as specified in their charters, state of 
incorporatIOn, address of principal executive offices, and telephone number 

Florida Progress Corporation 
A Florida Corporation 

410 South Wilmington Street 
Raleigh, North Carolina 27601 

Telephone (919) 546-6111 

Florida Power Corporation 
A Florida Corporation 

One Progress Plaza 
St. Petersburg, Florida 3370 I 

Telephone (727) 820-5151 

NONE 

I.R.S. Employer 
Identification Number 

59-2147112 

59-0247770 

(Former name, former address and former fiscal year, if changed since last report) 

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 
or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter 
period that the registrant was required to file such reports), and (2) has been subject to such filing 
requirements for the past 90 days. Yes X. No_. 

This combined Form lO-Q is filed separately by two registrants: Florida Progress Corporation and 
Florida Power Corporation. Information contained herein relating to either individual registrant is filed 
by such registrant solely on its own behalf. 

APPLICABLE ONLY TO CORPORATE ISS UERS: 

Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of the latest 
practicable date. As of July 31, 200 I, each registrant had the following shares of common stock 
outstanding 

Florida Progress Corporation 

Florida Power Corporation 

Common Stock, without par value 

Common Stock, without par value 
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Sha res 
98,616,658 (all of which were held 

by Progress Energy, Inc.) 
100 (all of which were held by 

Florida Progress Corporation) 
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Progress Corporation 

Corporation 

FLORIDA PROGRESS CORPORATION AND FLORIDA POWER CORPORATION 

FORM 10-Q - For the Quarter Ended June 30, 2001 

Glossary of Terms 

Safe Harbor For Forward-Looking Statements 

PART 1. FINANCIAL INFOR.M:ATION 

Item I. Financial Statements 

Florida 

Consolidated Statements of Income 

Consolidated Balance Sheets 
Consolidated Statements of Cash Flows 

Florida Power 

Statements oflncome 
Balance Sheets 
Statements of Cash Flows 

Notes to Financial Statements 
Florida Progress Corporation and Florida Power Corporation 

Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations 

Item 3. Quantitative and Qualitative Disclosures About Market Risk 

PART II. OTHER INFOR.M:A TION 

Item I. Legal Proceedings 

Item 6. Exhibits and Reports on Form 8-K 

Signatures 
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GLOSSARY OF TERMS 

The following abbreviations or acronyms used in the text of this combined Form 10-Q are defmed below: 

TERM DEFINITION · 

AST ........................................................... Advanced Separation Technologies 
Btu ......... . . .  ..........  ........ ........ . . . .  . . . . .. ....... . . .... British thermal units 
CVO .......................................................... Contingent Value Obligation 
Company or Florida Progress .................... Florida Progress Corporation 
CP&L ........................................................ Carolina Power and Light Company 

. CP&L Energy ............................................ CP&L Energy, Inc. 
CR3 ........................................................... Florida Power's nuclear generating plant, Crystal River Unit No. 3 
DOE .......................................................... United States Department of Energy 
Electric Fuels ............................................. Electric Fuels Corporation 
EP A ........................................................... United States Environmental Protection Agency 
Energy Ventures ........................................ Progress Energy Ventures, Inc. 
FASB......................................................... Financial Accounting Standards Board 
FDEP ......................................................... Florida Department of Environmental Protection 
FERC ......................................................... Federal Energy Regulatory Commission 
Florida Power or the utility ....................... Florida Power Corporation 
Florida Progress or the Company .............. Florida Progress Corporation 
FPSC ......................................................... Florida Public Service Commission 
Funding Corp . ........................................... Florida Progress Funding Corporation 
IRS ............................................................ Internal Revenue Service 
MEMCO .................................................... MEMCO Barge Line, Inc. 
MGP .......................................................... Manufactured Gas Plant 
MW ........................................................... megawatts 
NEIL .......................................................... Nuclear Electric Insurance Limited 
l\TRC .......................................................... United States Nuclear Regulatory Commission 
PLR ........................................................... Private Letter Ruling 
Preferred Securities .....  .... ...... . .. .  ............... . 7.10% Cumulative Quarterly Income Preferred Securities, Series A, of 

FPC Capital I, fully and unconditionally guaranteed by Florida 
Progress 

Preferred Stock .......................................... Florida Power Cumulative Preferred Stock, $100 par value 
Progress Capital ........................................ Progress Capital Holdings, Inc. 
Progress Energy ......................................... Progress Energy, Inc. 
Progress Rail ............................................. Progress Rail Services Corporation 
Progress Telecom ...................................... Progress Telecommunications Corporation 
PRP ........................................................... potentially responsible party, as defined in CERCLA 
PUHCA ..................................................... Public Utility Holding Company Act of 1935, as amended 
QFs ............................................................ Qualifying facilities 
RTO ........................................................... Regional Transmission Organization 
SEC ........................................................... United States Securities and Exchange Commission 
Section 29 ..... . . . .  .. .  ....................... . . ........ ..... Section 29 of the Internal Revenue Service Code 
SFAS ......................................................... Statements of Financial Accounting Standards 
the Trust .................................................... FPC Capital I 
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SAFE HARBOR FOR FORWARD-LOOKING STATEMENTS 

The matters discussed throughout this Form IO-Q that are not historical facts are forward-looking and, accordingly, 
involve estimates, projections, goals, forecasts, assumptions, risks and uncertainties that could cause actual results or 
outcomes to differ materially from those expressed in the forward-looking statements. 

-

In addition, forward-looking statements are discussed in "Management's Discussion and Analysis of Financial Condition 
and Results of Operations" including, but not limited to, statements under the sub-heading "Other Matters" concerning 
synthetic fuel tax credits and regulatory developments. 

Any forward-looking statement speaks only as of the date on which such statement is made, and the Company undertakes 
no obligation to update any forward-looking statement or statements to reflect events or circumstances after the date on 
which such statement is made. 

Examples of factors that you should consider with respect to any forward-looking statements made throughout this 
document include, but are not limited to, the following: governmental policies and regulatory actions (including those of 
the Federal Energy Regulatory Commission, the Environmental Protection Agency, the Nuclear Regulatory Commission, 
the Department of Energy, the Securities and Exchange Commission under the Public Utility Holding Company Act of 
1935, as amended, the Florida Public Service Commission), particularly legislative and regulatory initiatives that may 
impact the speed and degree of the restructuring of the electricity industry and the results of negotiations related to the 
expiration of Florida Power's rate stipulation; the outcome of legal and administrative proceedings before our courts and 
principal regulators; risks associated with operating nuclear power facilities, availability of nuclear waste storage facilities, 
and nuclear decommissioning costs; changes in the economy of areas served by Florida Progress; the extent to which we 

-' 

are able to obtain adequate and timely rate recovery of costs, including potential stranded costs arising from the 
restructuring of the electricity industry; weather conditions and catastrophic weather-related damage; general industry 
trends, realization of cost savings related to synergies resulting from the acquisition by Progress Energy, increased 
competition from energy and gas suppliers, and market demand for energy; inflation and capital market conditions; the 
success of our direct and indirect subsidiaries; the extent to which we are able to use tax credits associated with the 
operations of the synthetic fuel facilities; and unanticipated changes in operating expenses and capital expenditures. 

All such factors are difficult to predict, contain uncertainties that may materially affect actual results, and may be beyond 
the control of the Company. New factors emerge from time to time, and it is not possible for management to predict all 
such factors, nor can it assess the effect of each such factor on the Company. 
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PART I. FINANCIAL INFORMATION 

Item 1. FINANCIAL STATEMENTS 

CONSOLIDATED STATEMENTS of INCOME 
Florida Progress Corporation Three Months Ended Six Months Ended 

June 30, June 30, 
(In thousands) 2001 2000 2001 2000 
Operating Revenues 

Electric $ 783,660 $ 693,336 $ 1,594,133 $ 1,318,645 

Diversified businesses 349,988 349,649 684,426 643,274 

Total Operating Revenues 1,133,648 1,042,985 2,278,559 1,961,919 

Operating Expenses 

Fuel used in electric generation 220,616 146,974 437,003 285,185 

-

Purchased power 126,603 120,267 252,222 223,392 

Operations and maintenance 119,815 124,694 230,681 237,897 

Depreciation and amortization 94,646 92,162 246,714 177,823 

Taxes other than on income 57,076 52,770 117,185 105,903 

Diversified businesses 384,772 359,498 735,369 648,036 

Total Operating Expenses 1,003,528 896,365 2,019,174 1,678,236 

Operating Income 130,120 146,620 259,385 283,683 

Other Income (Expense) 

Interest income 738 163 777 329 

Other, net (5,940) 1,360 (10,980) (2,209) 

Total Other Income (Expense) (5,202) 1,523 (10,203) (1,880) 

Income before Interest Charges and Income Taxes 124,918 148,143 249,182 281,803 

Interest Charges 

Long-term debt 36,896 41,764 77,556 80,461 

Other interest charges 9,342 11,688 19,204 23,316 

Allowance for borrowed funds used during 
construction (111) (204) 

Total Interest Charges, Net 46,127 52,982 96,556 102,907 

Income from Continuing Operations before Income 
Taxes 78,791 95,161 152,626 178,896 
Income Taxes (Benefit) (23,109) (11,338) (24,899) (2,760) 

Income from Continuing Operations 101,900 106,499 177,525 181,656 

Discontinued Operations (Note 3) : 

Income from discontinued operations (net of applicable 
income tax expense of $1,481 and $2,157 for the three 
months ended and $1,848 and $3,030 for the six months 
ended June 30, 2001 and 2000, 2,319 3,488 7,682 4,786 
Estimated loss on disposal of discontinued operations, 
including provision of $5,468 for pre-tax operating 
income during phase-out period, 
(net of income tax of $1 ,231) (J 4,408) (14,408) 

Net Income $ 89,811 $ 109,987 $ 165,799 $ 186,442 

See Notes to financial statements . 

..... 
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deEreciation (3,850,7862 (3,701z9752 

Utility 

11880,094 

CaI!italization 
CaI!italization 

Long-term 
CaEitalization 

1,4131483 

Contingencies (Note 9} 
CaEitalization 

CONSOLIDATED BALANCE SHEETS 
Florida Progress Corporation (In thousands) June 30, December 31, 
Assets 2001 2000 
Utility Plant 

Electric utility plant in service 
- Accumulated 

Utility plant in service, net 
Held for future use 
Construction work in progress 
Nuclear fuel, net of amortization 

Total Plant, Net 
Current Assets 

Cash and cash equivalents 
Accounts receivable 
Accounts receivable-affiliates 
Taxes receivable 
Deferred income taxes 
Inventory 
Deferred fuel cost 

- Prepayments 
Net assets of discontinued operations 
Other current assets 

-
Total Current Assets 

Deferred Debits and Other Assets 
Income taxes recoverable through future rates 
Deferred purchased power contract termination costs 
Unamortized debt expense 
Nuclear decommissioning trust funds 
Diversified business property, net 
Miscellaneous other property and investments 
Goodwill, net 
Other assets and deferred debits 

-

Total Deferred Debits and Other Assets 
Total Assets 


and Liabilities 


$ 7,057,058 

3,206,272 
8,274 

179,703 
62,395 

3,456,644 

18,057 
492,639 

21,162 
38 

442,166 
86,212 
12,648 
48,047 
26,322 

1,147,291 

23,258 
148,757 

18,575 
404,279 
679,860 
157,542 
129,323 
257,499 

1,819,093 
$ 6,423,028 

$ 6,998,135 

3,296,160 
8,274 

124,988 
39,879 

3,469,301 

24,200 
482,270 

507 
16,363 
39,576 

371,919 
90,434 
23,027 
69,642 
25,251 

1,143,189 

19,689 
226,656 

19,128 
400,719 
666,360 
181,569 
113,152 
252,821 

$ 6,492,584 

- Common stock $ 1,352,346 $ 1,318,309 
Retained earnings 727,253 670,679 
Accumulated other comprehensive loss (1,707) (1,407) 
Preferred stock of subsidiaries-not subject to mandatory redemption 33,497 33,497 

debt, net 2,221,153 2,276,416 
Total 4,332,542 4,297,494 

Current Liabilities 
Current portion of long-term debt 209,550 190,466 
Accounts payable 303,580 352,606 
Accounts payable-affiliates 35,597 48 

-
Interest accrued 63,000 64,118 
Short-term obligations 302,049 467,292 
Advances from parent 192,770 45,180 
Other current liabilities 306,937 308,418 

Total Current Liabilities 1,428,128 
Deferred Credits and Other Liabilities 

Accumulated deferred income taxes 313,766 302,029 
- Accumulated deferred investment tax credits 58,273 62,160 

Other liabilities and deferred credits 304,964 402,773 
Total Deferred Credits and Other Liabilities 677,003 766,962 

Commitments and 
Total and Liabilities $ 6,423,028 $ 6,492,584 

See Notes to financial statements. 
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CONSOLIDATED STATEMENTS of CASH FLOWS 
Florida Progress Corporation Six Months Ended 

June 30, 

(In thousands) 2001 2000 

Operating Activities: 

Net income $ 165,799 $ 186,442 

Adjustments to reconcile net income to net cash provided by operating activities: 

Income from discontinued operations (2,682) (4,786) 
Estimated loss on disposal of discontinued operations 14,408 
Depreciation and amortization 250,972 194,485 
Deferred income taxes and investment tax credits, net 22,518 (7,692) 

Deferred fuel cost (credit) 4,222 (58,702) 

Changes in working capital, net of effects from sale or acquisition of business 
Net increase in accounts receivable (26,771 ) (76,177) 

Net increase in inventories (84,989) (50,189) 
.... Net (increase) decrease in prepaids and other current assets (22,819) 

Net decrease in accounts payable (8,211) (22,363) 

Net increase in other current liabilities 178,280 20,533 

Other operating activities (37,789) 56,919 

Net Cash Provided by Operating Activities 485,110 215,651 

Investing Activities: 

Property additions (121,701) (109,943) 


Nuclear fuel additions (33,058) 


Proceeds from sale of asset 5,532 

Other activities (86,451 ) 

Net Cash Used in Investing Activities (211,649) (196,394) 

Financing Activities: 

Proceeds from issuance of long-term debt 87 


Net increase (decrease) in short-term indebtedness (165,243) 89,349 


Retirement of long-term debt (36,429) (1,181) 


Equity contribution from parent 33,466 

Dividends paid to parent (109,224) 

Dividends paid on common stock (109,461) 

Other financing activities (2,244) 1,862 


Net Cash Provided Used in Financing Activities (279,587) (19,431) 

Cash Provided by (Used in) Discontinued Operations ( 17) 14 

Net Decrease in Cash and Cash Equivalents (6,143) (160) 

Cash and Cash Equivalents at Beginning of the Period 24,200 9,587 

Cash and Cash Equivalents at End of Period $ 18,057 $ 9,427 

Supplemental Disclosures of Cash Flow Information 
Cash paid (received) during the period - interest (net of amount capitalized) $ 97,659 $ 102,100 

income taxes (net of refunds) $ (86,670) $ 63,100 

See Notes to financial statements. 
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49,933 

Net Income 84,689 79,860 156,673 143,640 
Dividends on Preferred Stock 378 378 756 756 
Earnings for Common Stock $ 84,311 $ 79,482 

STATEMENTS of INCOME 

Florida Power Corporation Three Months Ended Six Months Ended 
June 30, June 30, 

thousands) 2001 2000 2001 2000 
Operating Revenues 

Electric $ 783,660 $ 693,336 $ 1,594,133 $ 1,318,645 

Operating Expenses 

Fuel used in electric. generation 220,616 146,974 437,003 285,185 

Purchased power 126,603 120,267 252,222 223,392 

Operation and maintenance 119,815 124,694 230,681 237,897 

Depreciation and amortization 94,646 92,161 246,714 177,824 

Taxes other than on income 57,076 52,770 117,185 105,903 

Total Operating Expenses 618,756 536,866 1,283,805 1,030,201 

Operating Income 164,904 156,470 310,328 288,444 

Other Income (Expense) 

739 

Other, net (3,187) 2,350 (4,941) 2,447 

Total Other Income (Expense) (2,448) 2,513 (4,164) 2,776 

Income before Interest Charges and Income Taxes 162,456 158,983 306,164 291,220 

Interest Charges 

Long-term debt 23,928 26,108 48,479 52,000 
Other interest charges 4,017 6,363 8,554 12,666 
Allowance for borrowed funds used during 
construction 

-

(111) (470) (204) (871) 
Total Interest Charges, Net 27,834 32,001 56,829 63,795 

Income before Income Taxes 134,622 126,982 249,335 227;425 

Interest income 163 777 329 

Income Taxes 47,122 92,662 83,785 

$ 155,917 $ 142,884 

See Notes to financial statements. 

-
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BALANCE SHEETS 
Florida Power Corporation (In thousands) June 30, December 31, 
Assets 2001 2000 
Utility Plant 

Electric utility plant in service $ 7,057,058 $ 6,998,135 

Utility plant in service, net 3,206,272 3,296,160 
Held for future use 8,274 8,274 
Construction work in progress 179,703 124,988 
Nuclear fuel, net of amortization 62,395 39,879 

Total Plant, Net 3,456,644 3,469,301 
Current Assets 

Cash and cash equivalents 7,625 3,380 
Accounts receivable 308,147 289,237 
Accounts receivable-affiliates 18,111 38,729 

-, Advances to parent 20,801 
Deferred income taxes 39,576 
Inventory 176,925 139,116 
Deferred fuel cost 86,212 90,434 
Prepayments 3,327 9,097 
Other current assets 

Total Current Assets 621,227 609,569 
Deferred Debits and Other Assets 

Income taxes recoverable through future rates 23,258 19,689 
Deferred purchased power contract termination costs 148,757 226,656 
Unamortized debt expense 9,210 9,526 
Nuclear decommissioning trust funds 404,279 400,719 
Miscellaneous other property and investments 49,216 54,816 
Other assets and deferred debits 213,394 187,763 

Total Deferred Debits and Other Assets 848,114 899,169 
Total Assets $ 4,925,985 $ 4,978,039 

and Liabilities 

Common stock $ 1,075,414 $ 1,075,414 
Retained earnings 936,307 889,614 
Preferred stock of subsidiaries-not subject to mandatory redemption 33,497 33,497 

debt, net 1,397,116 
Total 3,395,641 

Current Liabilities 
- Current portion of long-term debt 82,000 82,000 

Accounts payable 168,634 170,126 
Accounts payable-affiliates 57,506 39,526 
Taxes accrued 64,371 4,401 
Interest accrued 44,427 47,117 
Advances from parent 20,180 
Short-term obligations 117,600 192,530 

- Other current liabilities 255,402 258,633 
Total Current Liabilities 789,940 814,513 

Deferred Credits and Other Liabilities 
Accumulated deferred income taxes 379,000 387,901 
Accumulated deferred investment tax credits 57,751 61,626 
Other liabilities and deferred credits 257,798 318,358 

Total Deferred Credits and Other Liabilities 694,549 767,885 
Commitments and 

Total and Liabilities $ 4,925,985 $ 4,978,039 
See Notes to financial statements. 
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STATEMENTS of CASH FLOWS 
Florida Power Corporation Six Months Ended 

June 30, 
(In thousands) 2001 2000 

Financing Activities: 

Net decrease in short-term indebtedness (74,930) (53,436) 
Retirement of long-term debt (1,000) (900) 
Dividends paid to parent (109,223) (102,461 ) 
Dividends on stock 

(157,553) 

Cash and Cash Equivalents at Beginning of the Period 3,380 
- Cash and Cash Equivalents at End of Period $ 7,625 $ 4,784 

Operating Activities: 

Net income $ 156,673 $ 143,640 
Adjustments to reconcile net income to net cash provided by operating activities: 

Depreciation and amortization 249,542 194,235 
Deferred income taxes and investment tax credits, net (14,922) 
Deferred fuel cost (credit) 4,222 
Changes in working capital: 

Net (increase) decrease in accounts receivable 1,708 (36,808) 
Net increase in inventories (37,809) (13,491) 

Net (increase) decrease in prepaids and other current assets 5,691 (17,349) 

Net increase in accounts payable 16,487 1,337 

Net increase in other current liabilities 31,901 72,023 

Other operating activities (78,760) 10,638 


Net Cash Provided by Operating Activities 354,052 280,601 

Investing Activities: 

Property additions (121,701) (109,943) 
Nuclear fuel additions (33,058) 

Other investing activities (9,139) (8,321) 


Net Cash Used in Investing Activities ( 163,898) ( 118,264) 

Net Cash Used in Financing Activities ( 185,909) 
Net Increase in Cash and Cash Equivalents 4,245 4,784 

Supplemental Disclosures of Cash Flow Information 

Cash paid during the period - interest (net of amount capitalized) $ 59,519 $ 64,100 
- income taxes (net of refunds) $ 20,849 $ 31,300 

See Notes to financial statements. 
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FLORIDA PROGRESS CORPORATION AND FLORIDA POWER CORPORATION 

NOTES TO FINANCIAL STATEMENTS 

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Florida Progress Corporation (the Company or Florida Progress) is a holding company under the Public Utility 
Holding Company Act of 1935 (PUHCA). The Company became subject to the regulations of PUHCA when it was 
acquired by CP&L Energy, Inc. on November 30, 2000 (See Note 2). CP&L Energy, Inc. subsequently changed its name 
to Progress Energy, Inc. (Progress Energy or the Parent). Florida Progress' two primary subsidiaries are Florida Power 
Corporation (Florida Power) and Electric Fuels Corporation (Electric Fuels). 

Florida Power is a regulated public utility engaged in the generation, transmission, distribution and sale of electricity in 
portions of Florida. Florida Power is regulated by the Florida Public Service Corrunission (FPSC) and the Federal Energy 
Regulatory Corrunission (FERC). 

Electric Fuels' Rail Services, Inland Marine Transportation and the non-Florida portion of its Energy & Related Services 
operations report their results one-month in arrears. 

Basis of These fmancial statements have been prepared in accordance with accounting principles generally 
accepted in the United States of America (generally accepted accounting principles) for interim financial information and 
with the instructions to Form 10-Q and Regulation SoX. Accordingly, they do not include all of the information and 
footnotes required by generally accepted accounting principles for complete financial statements. Because the 
accompanying consolidated interim financial statements do not include all of the information and footnotes required by 
generally accepted accounting principles, they should be read in conjunction with the audited fmancial statements for the 
period ended December 31,2000 and notes thereto included in Florida Progress' and Florida Power's Form lOoK for the 
year ended December 31, 2000. 

The amounts included in the consolidated interim financial statements are unaudited but, in the opinion of management, 
reflect all adjusnnents necessary to fairly present Florida Progress' and Florida Power's financial position and results of 
operations for the interim periods. Due to seasonal weather variations and the timing of outages of electric generating 
units, the results of operations for interim periods are not necessarily indicative of amounts expected for the entire year. 
Certain reclassifications have been made to prior-year amounts to conform to the current year's presentation. 

The financial statements include the financial results of the Company and its majority-owned operations. All significant 
intercompany balances and transactions have been eliminated. Investments in 20% to 50%-owned joint ventures are 
accounted for using the equity method. 

In preparing financial statements that conform with generally accepted accounting principles, management must make 
estimates and assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent assets and 
liabilities at the date of the financial statements and amounts of revenues and expenses reflected during the reporting 
period. Actual results could differ from those estimates. 

NOTE 2. ACQUISITION BY PROGRESS ENERGY, INC. 

On November 30, 2000, Progress Energy acquired all of the outstanding shares of Florida Progress' common stock in 
accordance with the Amended and Restated Plan of Exchange, including the related Plan of Share Exchange, dated as of 
August 22, 1999, as amended and restated as of March 3, 2000, among CP&L Energy, Florida Progress and Carolina 
Power & Light Company (CP&L). Florida Progress shareholders received $54.00 in cash or shares of Progress Energy 
common stock having a value of $54.00, subject to proration, and one contingent value obligation (CVO) in exchange for 
each share of Florida Progress common stock. The exchange ratio for the shares of Progress Energy common stock issued 
to Florida Progress shareholders was 1.3473. Each CVO represents the right to receive contingent payments based upon 
the net after-tax cash flow to Progress Energy generated by four synthetic fuel facilities purchased by subsidiaries of 
Florida Progress in 1999. 

The acquisition was accounted for by Progress Energy using the purchase method of accounting; however, due to the 
significance of the public debt and preferred securities of the Company and Florida Power, the acquisition cost was not 
pushed down to the Company's separate financial statements or Florida Power's. 

In connection with the acquisition of the Company by Progress Energy, the Company began the implementation of a plan 
to combine operations with Progress Energy. In the fourth quarter 2000, the Company recorded executive involuntary 
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tennination costs of $24.5 million and non-executive involuntary termination costs of $41.8 million. Substantially all of 
the executive termination expense was attributable to lump-sum severance costs paid in December 2000. The second' 
quarter 2001 activity for the non-executive termination costs is detailed in the table below: 

In millions 

Balance at March 31, 2001 
Payments 
Baìnce atJune 30,2001 

Non-Executive 
Termination Costs 

$ 30.4 
(2.4) 

$ 28.0 

The Company completed the implementation phase of the non-executive plan in June 2001 and expects to finalize the plan 
by the end of 200 I. The majority of the related severance payments are expected to occur in 2001 with the remaining 
payments occurring through 2003. The Company expects additional tennination effects related to pension and 
postretirement benefit plan curtailments in 200 I. 

NOTE 3. DISCONTINUED OPERATIONS 

On July 23, 200 I, Progress Energy announced the disposition of the Inland Marine Transportation segment. of the 
Company, which is operated by MEMCO Barge Line, Inc. Inland Marine provides transportation of coal, agricultural and 
other dry-bulk commodities as well as fleet management services. Progress Energy has entered into a contract to sell 
MEMCO Barge Line, Inc., to AEP Resources, Inc., a wholly-owned subsidiary of American Electric Power. The purchase 
price for MEMCO is $270 million, of which approximately $210 million will be used for the early tennination of certain 
off balance sheet arrangements for assets currently leased by MEMCO. 

The results of operations for all periods presented have been restated for the discontinued operations of the Inland Marine 
Transportation segment. The net income of these operations for the three and six months ended June 30, 2001 and 2000, is 
included in the consolidated statements of income under Discontinued Operations. Revenues from such operations were 
$45.9 million and $48.9 million for the three months ended June 30, 200 I and 2000, respectively, and $84.2 million and 
$91.1 million for the six months ended June 30, 200 I and 2000, respectively. 

An estimated loss on disposal of approximately $14.4 million has been recorded until the disposition of the segment is 
complete and the actual loss can be detennined. The transaction is expected to close by the end of September 200 I. 

The net assets relating to the disposition have been segregated on the consolidated balance sheets. A detail of these net 
assets as of each balance sheet date is detailed in the table below: 

In millions 

Current assets 
Non-current assets 
Current liabilities 
Non-current liabilities 
Provision for loss on disposal 

June 30, 200 I 

$ 27.2 
72.0 

(20.9) 
(15.9) 

$ 48.0 

NOTE 4. FINANCIAL INFORM A TION BY BUSINESS SEGMENT 

December 31, 2000 
$ 28.6 

75.0 
(17.3) 
(16.7) 

$ 69.6 

The Company's principal business segment is Florida Power, an electric utility engaged in the generation, purchase, 
transmission, distribution and sale of electricity primarily in Florida. The other reportable business segments are Electric 
Fuels' Energy & Related Services and Rail Services. Electric Fuels' Inland Marine Transportation unit is no longer a 
reportable segment due to the pending disposition of these operations (See Note 3). Energy & Related Services includes 
coal and synthetic fuel operations, natural gas production and sales, river terminal services and off-shore marine 
transportation. Rail Services' operations include railcar repair, rail parts reconditioning and sales, railcar leasing and sales, 
providing rail and track material, and scrap metal recycling. The other category consists primarily of Progress Telecom, 
the Company's telecommunications subsidiary, the Company's investment in FPC Capital Trust, which holds the 
Preferred Securities, the holding company, Florida Progress Corporation and elimination entries. Progress Telecom 
markets wholesale fiber-optic based capacity service in the Southeastern United States and also markets wireless structure 
attachments to wireless communication companies and governmental entities. Florida Progress allocates a portion of its 

operating expenses to business segments. 

77 



(fn Utili!X 

Utili` 

Utili` 

Utili` 

Financial data for business segments for the periods covered in this Form 10-Q are presented in the table below: 

Energy and 
Related Rail 

thousands) Services Services Other Consolidated 

Three months ended 

June 30, 2001: 

Revenues $ 783,660 $ 91,800 $ 225,861 $32,327 $1,133,648 

Intersegment revenues 111,896 541 (112,437) 

Income (loss) from 
continuing operations 84,311 38,242 (9,690) (10,963) 101,900 

Total assets 4,925,985 438,526 802,536 255,981 6,423,028 

Energy and 
Related Rail 
Services Services Other Consolidated 

Three months ended 

June 30,2000: 

Revenues $ 693,336 $ 59,699 $ 284,394 $5,556 $1,042,985 

Intersegment revenues 66,434 327 (66,761) 

Income (loss) from 
continuing operations 79,482 21,873 1,909 3,235 106,499 

Total assets 4,895,026 579,393 875,544 158,100 6,508,063 

Energy and 
Related Rail 
Services Services Other Consolidated 

Six months ended 

June 30,2001: 

Revenues $1,594,133 $ 176,488 $ 450,026 $57,912 $2,278,559 

Intersegment revenues 192,412 578 (192,990) 

Income (loss) from 
continuing operations 155,917 67,423 (11,788) (34,027) 177,525 

Total assets 4,925,985 438,526 802,536 255,981 6,423,028 

Energy and 
Related Rail 
Services Services Other Consolidated 

Six months ended 


June 30, 2000: 


,- Revenues $1,318,645 $ 108,377 $ 525,004 $9,893 $1,961,919 

lntersegment revenues 130,980 327 (131,307) 

Income (loss) from 
continuing operations 142,884 34,507 2,847 1,418 181,656 

Total assets 4,895,026 579,393 875,544 158,100 6,508,063 

NOTE 5. IMPACT OF NEW ACCOUNTING STANDARDS 

Effective January I, 2001, the Company adopted Statement of Financial Accounting Standards (SF AS) No. 133, 
"Accountil1g for Derivative Instruments and Hedging Activities", as amended by SFAS No. 138. SFAS No. 133, as 
amended, establishes accounting and reporting standards for derivative instruments, including certain derivative 
instruments embedded in other contracts, and for hedging activities. SFAS No. 133 requires that an entity recognize all 
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derivatives as assets or liabilities in the consolidated balance sheet and measure those instruments at fair value. The 
adoption of SF AS No. 133 did not have any effect on the Company's financial statements. 

During the second quarter of 200 I, the F ASB issued an interpretation of SF AS No. 133 indicating that options, in general, 
cannot qualify for the nonnal purchases and sales exception, but provided an exception that allows certain electricity 
contracts, including certain capacity-energy contracts, to be excluded from the mark-to-market requirements of SF AS ·No. 
133. These interpretations are effective July I, 2001. The Company is continuing to review contracts to detennine 
whether they meet the criteria for the normal purchases and sales exception. If an electricity or fuel supply contract in its 
regulated business is subject to mark-to-market accounting, there would be no income statement effect of the mark-to­
market because the contract's mark-to-market gain or loss will be recorded as a regulatory asset or liability. Any mark-to­
market gains or losses on contracts outside its regulated business will affect income unless those contracts qualify for 
hedge accounting treatment. 

The application of the new rules is still evolving and further guidance from the Financial Accounting Standards Board 
(FASB) is expected, which could additionally impact the Company's fmancial statements. 

On July 20,2001, the FASB issued SFAS No. 141 "Business Combinations" and No. 142 "Goodwill and Other Intangible 
Assets". SFAS No. 141 requires business combinations initiated after June 30, 2001 to be accounted for using the 
purchase method of accounting and clarifies the criteria for recording of other intangible assets separately from goodwill. 
SFAS No. 142 requires that, effective January 1, 2002, the Company cease amortization of goodwill. It also requires the 
Company to evaluate goodwill for impainnent at least annually, which could result in periodic impairment charges. 

...... 

Goodwill amortization on an after-tax basis was $0.4 million and $1.3 million for the three and six months ended June 30, 

200 I, and is expected to be approximately $2.5 million for the year. The Company is currently assessing the impact 
adopting these statements will have on the financial statements. 

On June 200 I, the FASB approved the issuance of SFAS No. 143 "Accounting for Asset Retirement Obligations" that 
provides accounting guidance for the costs of retiring long-lived assets and is effective for fiscal years beginning after June 
IS, 2002. The Company will assess the impact adoption of this statement will have on the financial statements once the 
final statement is issued. 

NOTE 6. FINANCING ACTIVITIES 

On July 18, 200 I, Florida Power issued $300 million of First Mortgage Bonds, 6.65% Series due july IS, 20 II. Proceeds 
from the issuance were primarily used to retire commercial paper. 

NOTE 7. FLORIDA PROGRESS OBLIGATED MANDATORILY REDEEMABLE . CUMULATIVE 

QUARTERL Y INCOME PREFERRED SECURITIES (QUIPS) OF A SUBSIDIARY TRUST 

HOLDING SOLELY FLORIDA PROGRESS GUARANTEED SUBORDINATED DEFERRABLE 

INTEREST NOTES 

In April 1999, FPC Capital I (the Trust), an indirect wholly owned subsidiary of the Company, issued 12 million shares of 
$25 par cumulative Company-obligated mandatorily redeemable preferred securities due 2039 (Preferred Securities), with 
an aggregate liquidation value of $300 million and a quarterly distribution rate of 7.1 0%, payable quarterly. Currently, all 
12 million shares of the Preferred Securities that were issued are outstanding. Concurrent with the issuance of the 
Preferred Securities, the Trust issued to Florida Progress Funding Corporation (Funding Corp.) all of the common 
securities of the Trust (371,135 shares), for $9.3 million. Funding Corp. is a direct wholly owned subsidiary of the 
Company. 

The existence of the Trust is for the sole purpose of issuing the Preferred Securities and the common securities and using 
the proceeds thereof to purchase from Funding Corp. its 7.10% Junior Subordinated Deferrable Interest Notes due 2039 

(subordinated notes), for a principal amount of $309.3 million. The subordinated notes and the Notes Guarantee (as 
discussed below) are the sole assets of the Trust. Funding Corp.'s proceeds from the sale of the subordinated notes were 
advanced to Progress Capital Holdings, Inc. (PCH), and used for general corporate purposes including the repayment of a 
portion of certain outstanding short-term bank loans and conunercial paper. 

The Company has fully and unconditionally guaranteed the obligations of Funding Corp. under the subordinated notes (the 
Notes Guarantee). In addition, the Company has guaranteed the payment of all distributions required to be made by the 
Trust, but only to the extent that the Trust has funds available for such distributions (Preferred Securities Guarantee). The 
Preferred Securities Guarantee, considered together with the Notes Guarantee, constitutes a full and unconditional 

- guarantee by the Company of the Trust's obligations under the Preferred Securities. 
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The subordinated notes may be redeemed at the option of Funding Corp. beginning in 2004 at par value plus accrued 
interest through the redemption date. The proceeds of any redemption of the subordinated notes will be used by the Trust 
to redeem proportional amounts of the Preferred Securities and common securities in accordance with their terms. Upon 
liquidation or dissolution of Funding Corp., holders of the Preferred Securities would be entitled to the liquidation 
preference of $25 per share plus all accrued and unpaid dividends thereon to the date of payment. 

These preferred securities are classified as long-term debt on Florida Progress' balance sheets. 

NOTE 8. COMPREHENSIVE INCOME 

Comprehensive income for Florida Progress for the three months and the six months ended June 30, 200J was $89.8 
million and $165.5 million, respectively. For the three months and the six months ended June 30, 2000, comprehensive 
income was $110.0 million and $186.3 million, respectively. Florida Power does not have any items of other 
comprehensive income. 

NOTE 9. COMMITMENTS AND CONTINGENCIES 

Insurance - Florida Progress and its subsidiaries utilize various risk management techniques to protect certain assets 
from risk of loss, including the purchase of insurance. Risk avoidance, risk transfer and self-insurance techniques are 
utilized depending on the Company's ability to assume risk, the relative cost and availability of methods for transferring 
risk to third parties, and the requirements of applicable regulatory bodies. 

Florida Power self-insures its transrrusslOn and distribution lines against loss due to storm damage and other natural 
disasters. Pursuant to a regulatory order, Florida Power is accruing $6 million annually to a storm damage reserve and 
may defer any losses in excess of the reserve. 

Under the provisions of the Price Anderson Act, which limits liability for accidents at nuclear power plants, Florida Power, 
as an owner of a nuclear plant, can be assessed for a portion of any third-party liability claims arising from an accident at 
any cornn1ercial nuclear power plant in the United States .. If total third-party claims relating to a single nuclear incident 
exceed $200 million (currently available through commercial insurance), Florida Power could be assessed up to $88.1 
million per incident, with a maximum assessment of $1 0 million per year. 

Florida Power also maintains nuclear property damage insurance and decontamination and decommissioning liability 
insurance totaling $ J.6 billion. This insurance coverage is purchased from Nuclear Electric Insurance Ltd. (NEIL). 
Florida Power is self-insured for any losses that are in excess of tiUs coverage. Under the terms of the NEIL policy, 
Florida Power could be assessed up to a maximum of $9.13 million in any policy year if losses in excess of NEIL's 
available surplus are incurred. 

Florida Power has never been assessed under these nuclear indemnities or insurance policies. 

Claims and Uncertainties - The Company is subject to federal, state and local regulations addressing air and water 
quality, hazardous and solid waste management and other environmental matters. 

Various organic materials associated with the production of manufactured gas, generally referred to as coal tar, are 
regulated under federal and state laws. The lead or sole regulatory agency that is responsible for a particular former coal 
tar site depends largely upon the state in which the site is located. There are several MGP sites to which Florida Power has 
some connection. In this regard, Florida Power, with other potentially responsible parties, is participating in investigating 
and, if necessary, remediating fonner coal tar sites with several regulatory agencies, including, but not limited to, the U.S. 
Environmental Protection Agency (EPA) and the Florida Department of Environmental Protection (FDEP). Although the 
Company may incur costs at these sites about which it has been notified, based upon current status of these sites, the 
Company does not expect those costs to be material to the financial position or results of operations of the Company. The 
Company has accrued amounts to address known costs at certain of these sites. 

The Company is periodically notified by regulators such as the EPA and various state agencies of its involvement or 
potential involvement in sites, other than MGP sites, that may require investigation and/or remediation. Although the 
Company may incur costs at the sites about which it has been notified, based upon the current status of these sites, the 
Company does not expect those costs to be material to the fmancial position or results of operations of the Company. 

The EPA has been conducting an enforcement initiative related to a number of coal-fired utility power plants in an effort to 
determine whether modifications at those facilities were subject to New Source Review requirements or New Source 
Performance Standards under the Clean Air Act. Florida Power has recently been asked to provide information to the EPA 
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as part of this initiative and has cooperated in providing the requested information. The EPA has initiated enforcement 
actions against other unaffiliated utilities as part of this initiative, some of which have resulted in or may result in 
settlement agreements, ranging from $1.0 billion to $1.4 billion. These settlement agreements have generally called for 
expenditures to be made over extended time period,>, and some of the companies may seek recovery of the related costs 
through rate adjustments. The Company cannot predict the outcome of thIs matter. 

10 July 1997, the EPA issued final regulations establishing a new eight-hour ozone standard. In October 1999, the District 
of Columbia Circuit Court of Appeals ruled against the EPA with regard to the federal eight-hour ozone standard. The 
U.S. Supreme Court has upheld, in part, the District of Columbia Circuit Court of Appeals decision. Further litigation and 
rulemaking are anticipated. The Company cannot predict the outcome of this matter. 

Florida Power currently is storing spent nuclear fuel onsite in spent fuel pools. If Florida Power does not seek renewal of 
the Crystal River Unit No.3 (CR3) operating license, with certain modifications to its storage pools currently underway, 
CR3 will have sufficient storage capacity in place for fuel consumed through the end of the expiration of the license in 
2016. If Florida Power extends the CRJ operating license, dry storage may be necessary. 

Florida Power has filed claims with the Company's general liability insurance carriers to recover costs arising out of actual 
or potential liabilities. Some claims have settled and others are ftill pending. While management cannot predict the 
outcome of these matters, the outcome is not expected to have a material effect on the financial position or results of 
operations 

Regulatory developments - Florida Power previously operated under an agreement committing several parties not to seek 
any reduction in its base rates or authorized return on equity. That agreement expired on June 30, 2001. On May 3, 2001, 

the staff of the Florida Public Service Commission, or FPSC, recommended that the FPSC require Florida Power to 
submit, by September 14, 2001, minimum filing requirements, based on a 2002 projected calendar year, to initiate a rate 
proceeding regarding its future base rates. The FPSC staff also recommended to the FPSC that, pending completion of 
Florida Power's rate case, annual revenues of $114 million should be held subject to refund to its customers. On June 20, 

2001, the FPSC issued an order accepting its staffs recommendation that Florida Power be required to hold $114 million 
of revenue subject to refund and to file, by September 14, 2001, minimum filing requirements based on a projected 2002 

test year. On July 2, 200 I, Florida Power filed a request for rehearing of the portion of the FPSC 's order requiring that it 
hold $114 million of revenues subject to refund on the grounds that the order contradicted FPSC precedent, was 
inconsistent with the applicable statutory requirements and violated Florida Power's due process rights. Florida Power is 
awaiting a decision from the FPSC on how they intend to proceed in this matter. Also, since the FPSC's June 20, 2001 

order, Florida Power has been working with FPSC staff and other interested parties to establish special procedures for the 
filing of the minimum filing requirements. The Company cannot predict the outcome or impact of these matters. 

-

LEGAL MATTERS 

Age Discrimination Suit - Florida Power and Florida Progress have been named defendants in an age discrimination 
lawsuit. The number of plaintiffs remains at 116, but four of those plaintiffs have had their federal claims dismissed and 
74 others have had their state age claims dismissed. While no dollar amount was requested, each plaintiff seeks back pay, 
reinstatement or front pay through their projected dates of normal retirement, costs and attorneys' fees. In October 1996, 

the Federal Court approved an agreement between the parties to provisionally certify this case as a class action suit under 
the Age Discrimination in Employment Act. Florida Power filed a motion to decertify the class and in August 1999, the 
Court granted Florida Power's motion. In October 1999, the judge certified the question of whether the case should be 
tried as a class action to the Eleventh Circuit Court of Appeals for immediate appellate review. In December 1999, the 
Eleventh Circuit Court of Appeals agreed to review the judge's order decertifying the class and oral arguments were held 
in January 2001. In anticipation of a potential ruling decertifying the case as a class action, plaintiffs filed a virtually 
identical lawsuit, which identified all opt-in plaintiffs as named plaintiffs. This case had been held in abeyance until 
reactivated in July 2000 upon motion of the plaintiffs. 

On July 5, 200 1, the Eleventh Circuit Court of Appeals ruled that as a matter of law, disparate claims cannot be brought 
under the Age Discrimination in Employment Act. This ruling has the effect of decertifying this case as a class action. 
The plaintiffs may appeal this ruling. The Company cannot predict the outcome of this matter. 

In December 1998, during mediation in this age discrimination suit, plaintiffs alleged damages of $1 00 million. Company 
management, while not believing plaintiffs' claim to have merit, offered $5 million ill an attempt to settle all claims. 
Plaintiffs rejected that offer. Florida Power and the plaintiffs engaged in informal settlement discussions, which 
terminated on December 22, 1998. As a result of the plaintiffs' claims, management has identified a probable range of $5 

million to $100 million with no amount within that range a better estimate of probable loss than any other amount;
-

accordingly, Florida Power has accrued $5 million. In December 1999, Florida Power also recorded an accrual of $4.8 
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million for legal fees associated with defending its position in these proceedings. There can be no assurance that this 
litigation will be settled, or if settled, that the settlement will not exceed $5 million. Additionally, the ultimate outcome, if 
litigated, cannot presently be detennined. 

Advanced Separat ion Techn ologies CAST) In 1996, Florida Progress sold its 80% interest in AST to Calgon Carbon -

Corporation (Calgon) for net proceeds of $56 million in cash. In January 1998, Calgon filed a lawsuit against Florida 
Progress and the other selling shareholder and amended it in April 1998, alleging misstatement of AST's 1996 revenues, 
assets and liabilities, seeking damages and granting Calgon the right to rescind the sale. The lawsuit also accused the 
sellers of failing to disclose flaws in AST's manufacturing process and a lack of quality control. Florida Progress believes 
that the aggregate total of all legitimate warranty claims by customers of AST for which it is probable that Florida 
Progress will be responsible for under the Stock Purchase Agreement with Ca\gon is approximately $3.2 million, and 
accordingly, accrued $3.2 million in the third quarter of 1999 as an estimate of probable loss. Florida Progress filed a 
motion for summary judgement, which is pending. 

Qualifying Facilities Con tracts - Florida Power's purchased power contracts with qualifying facilities employ separate 
pricing methodologies for capacity payments and energy payments. Florida Power has interpreted the pricing provision in 
these contracts to allow it to pay an as-available energy price rather than a higher firm energy price when the avoided milt 
upon which the applicable contract is based would not have been operated. 

The owners of four qualifying facilities filed suits against Florida Power in state court over the contract payment terms, 
and one owner also filed suit in federal court. Three of the state court suits have been settled and the federal case was 
dismissed. 

In the remaining state court suit, the trial regarding NCP Lake Power (Lake) concluded in December 1998. In April 1999, 
the judge entered an order granting Lake's breach of contract claim and ruled that Lake is entitled to receive "firm" energy 
payments during on-peak hours, but for all other hours, Lake is entitled to the "as-available" rate. The Court also ruled 
that for purposes of calculating damages, the breach of contract occurred at the inception of the contract. In August 1999, 
a Final Judgement was entered for Lake for approximately $4.5 million and Lake filed a Notice of Appeal. Also in this 
case, in April 1998,,Florida Power filed a petition with the FPSC for a Declaratory Statement that the contract between the 
parties limits energy payments thereunder to the avoided costs based upon an analysis of a hypothetical urut having the 
characteristics specified in the contract. In October 1998, the FPSC derued the petition, but Florida Power appealed to the 
Florida Supreme Court. On January 26,2001, the District Court of Appeals reversed the trial court's order and held that 
the contract requires Florida Power to pay Lake the firm energy rate for all hours that the avoided unit operates, less any 
maintenance shut-down hours. The District Court of Appeals remanded the case to the trial court for a new trial to 
determine the appropriate amount of damages consistent with the appellate court's ruling. Florida Power has sought 
rehearing of the District Court of Appeal's decision. Although granting Florida Power's request, the District Court of 
Appeal's confimled its initial decision. 

Management does not expect that the results of these legal actions will have a material impact on Florida Power's financial 
position, results of operations or liquidity. Florida Power anticipates that all fuel and capacity expenses, including any 
settlement amoW1ts incurred as a result of the matters discussed above, will be recovered from its customers. 

Easement L it igation - In December 1998, Florida Power was served with a class action lawsuit seeking damages, 
declaratory and injunctive relief for the alleged improper use of electric transmission easements. The plaintiffs contend 
that the licensing of fiber optic telecommunications lines to third parties or telecommunications companies for other than 

Florida Power's internal use along the electric transmission line right-of-way exceeds the authority granted in the 
easements. In June 1999, plaintiffs amended their complaint to add Progress Telecommunications Corporation, an indirect 
wholly owned subsidiary of Florida Progress, as a defendant and to add counts for unjust enrichment and constructive 

trust. In January 2000, the court conditionally certified the class statewide. In a mediation held in March 2000, the parties 
reached a tentative settlement of this claim In January 2001, the Court preliminarily approved the amended settlement 
agreement, certified the settlement class and approved the class notice. Management does not expect that the results of 
these legal actions will have a material impact on Florida Progress' financial position, results of operations or liquidity. 
Accordingly, no provision for loss has been recorded pertaining to this matter. A final settlement hearing date set for June 
200 I was held, with no decision rendered. 

Other Legal Matters Florida Progress and Florida Power are involved in various other claims and legal actions arising -

in the ordinary course of business. In the opinion of management, the ultimate disposition of these matters will not have a 
material adverse effect upon either company's consolidated financial position, results of operations or liquidity. 
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Change Change 

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS 
OF OPERATIONS 

OPERATING RESULTS 

For the three and SIX months ended June 30, 2001, as compared to the corresponding periods in the prior year. 

Florida Progress' consolidated income from continuing operations for the three and six month periods ended June 30, 200 I, 
was $101.9 million and $177.5 million, compared to income from continuing operations of $1 06.5 million and $181.7 million, 
for the same periods in 2000. 

FLORIDA POWER CORPORATION 

Florida Power, tbe largest subsidiary of Florida Progress, reported net income of $84.3 million and $155.9 million for the 
second quarter and first half of 2001, compared to $79.5 million and $142.9 million for the comparable periods in 2000. 

The components of retail and wholesale electric megawatt-hour sales for the three and six months ended June 30, 200 I, 
and 2000 were as follows: 

(In millions of m Wh) 
Three Months Ended Six Months Ended 

June 30, June 30, 

2001 2000 % 2001 2000 % 

Residential 4,375 4,358 0.4% 8,525 8,077 5.5% 
Commercial 2,900 2,828 2.5 5,231 5,102 2.5 
Industrial 995 1,080 (7.9) 1,962 2,164 (9.3) 
Governmental 690 685 0.7 1,283 1,266 1.3 
Wholesale 977 904 8.1 1,698 1,588 6.9 
Total mWh Sales 9,937 9,855 0.8% 18,699 18,197 2.8% 

Florida Power's retail kilowatt-hour sales increased slightly during the second quarter of 2001 and for the year to date, 
compared with 2000. Residential and commercial sectors increased due to continued customer growth. Weather, a key 
factor influencing usage among residential customers, negatively influenced retail sales for the quarter due to cooler than 
normal temperatures. Year to date; weather impacts have been flat compared to prior year. Industrial sales declined due to 
weakness in the phosphate industry. 

Wholesale sales increased for the quarter and year to date compared to 2000, which is attributable to higher sales to 
Seminole Electric Cooperative, Florida Power's largest wholesale customer. The increase reflects an increase in the 
capacity contract with this customer. 

'- Fuel used in generation and purchased power increased $80.0 million and $180.6 million, for the second quarter and first 
half of 200 I, respectively, when compared to the same periods last year. The increase is due mainly to the increased price 
of coal, oil and gas and increased usage. Fuel and purchased power expenses are recovered primarily through cost 
recovery clauses and, as such, have no material impact on operating results. 

Operations and maintenance expense decreased slightly during the quarter and year to date. The decrease is due primarily 
to lower employee-related costs resulting from the reorganization after the acquisition by Progress Energy. 

Depreciation and amortization increased $68.9 million year to date primarily due to accelerating the amortization of the 
Tiger Bay regulatory asset in March 2001. The additional amortization had no significant earnings impact as it was offset 
by the recognition of $63 million of revenues that were deferred pursuant to a regulatory order in the fourth quarter of 
2000. 

ELECTRIC FUELS CORPORATION 

Electric Fuels makes up the majority of Florida Progress' diversified operations. The results of operations for Electric 
Fuels' Energy and Related Services and Rail Services units are discussed below. On July 23, 200 I, Progress Energy 
announced that it had entered into a contract to sell the Inland Marine Transportation business segment to AEP Resources, 
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Energy 

ReRulatorv Developments 

Inc., a wholly owned subsidiary of American Electric Power, for a purchase price of $270 million. Therefore, the results 
of operations of the Inland Marine Transportation segment are no longer included in Florida Progress' income from 
continuing operations. 

and Related Services - Earnings at the Energy and Related Services Group increased $16.4 million and $32.9 
million from the three and six month periods in the prior year. The increase was due primarily to higher synthetic fuel 
sales and related tax credits during tbe quarter compared with last year (See "Other Matters" below). Improved operating 
results of the gas operations, resulting from increases in the number of wells and a higher price for natural gas, and an 
increase in coal deliveries over the prior year also contributed to increased earnings in tbe Energy and Related Services 
group. 

Rail Services - Results in the Rail Services group decreased $11.6 million and $14.6 million for the quarter and fIrst half 
of 2001 when compared to 2000. Current year results were negatively affected by the signifIcant downturn in the 
domestic scrap market and the continuing weak market for railcar parts. 

OTHER 

The other group includes telecommunications, holding company and fInancing expenses. The increased losses for the 
three and six months ended June 30, 2001 when compared to the corresponding periods on the prior year are due primarily 
to the recording of an intra-period income tax allocation adjustment. Generally accepted accounting principles require 
companies to apply a levelized effective tax rate to interim periods that is consistent with the estimated annual rate. 
Income tax expense was increased by $5.5 million for the second quarter and $20.4 million for the fIrst half of 2001. For 
the comparable periods in 2000, income tax expense was decreased by $11.1 million for the second quarter and $18.7 

million for the fIrst half of 2000, to maintain an effective tax rate consistent with the estimated annual rate. The tax credits 
associated with the Company's synthetic fuel operations lower the overall effective tax rate. These credits, along with 
seasonal earnings variations, can also cause large swings in the effective tax rate for interim periods. Therefore, this 
adjustment will vary each quarter, but have no effect on net income for the year. The telecommunications group also had 
higher losses than the second quarter and fIrst half of 2000 due to continued expansion of the business. 

MATERIAL CHANGES IN LIQUIDITY AND CAPITAL RESOURCES 

During the six months ended June 30, 2001, $121.7 million was spent on the Florida Power construction program and 
$62.5 million was spent in diversified operations. 

During the fIrst quarter of 200 1, Progress Capital Holdings retired $31 million in Medium-Term Notes. The $6 million of 
medium-term notes that were retired in January had a 9.95% coupon rate and the $25 million of medium-term notes that 
were retired in February had a 6.13% coupon rate. Progress Energy issued commercial paper to fund the maturing 
medium-term notes. 

On July 18, 2001, Florida Power issued $300 million of First Mortgage Bonds, 6.65% Series due July 15, 2011. Proceeds 
from the issuance were primarily used to retire commercial paper. 

OTHER MATTERS 

Florida Power previously operated under an agreement committing several parties not to seek any reduction in its base 
rates or authorized return on equity. That agreement expired on June 30, 2001. On May 3,2001, the staff of the Florida 
Public Service Conurussion, or FPSC, recommended that the FPSC require Florida Power to submit, by September 14, 

2001, minimum fIling requirements, based on a 2002 projected calendar year, to initiate a rate proceeding regarding its 
future base rates. The FPSC staff also recommended to the FPSC that, pending completion of Florida Power's rate case, 
annual revenues of $114 million should be held subject to refund to its customers. On June 20, 2001, the FPSC issued an 
order accepting its staff's recommendation that Florida Power be required to hold $114 million of revenue subject to 
refund and to file, by September 14, 2001, minimum filing requirements based on a projected 2002 test year. On July 2, 

2001, Florida Power fIled a request for rehearing of the portion of the FPSC 's order requiring that it hold $114 million of 
revenues subject to refund on the grounds that the order contradicted FPSC precedent, was inconsistent with the applicable 
statutory requirements and violated Florida Power's due process rights. Florida Power is awaiting a decision from the 
FPSC on how they intend to proceed in this matter. Also, since the FPSC's June 20, 2001 order, Florida Power has been 
working with FPSC staff and other interested parties to establish special procedures for the fIling of the minimum filing 
requirements. The Company cannot predict the outcome or impact of these matters. 

-
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Regional Transmission Organizations 

Synthetic 

Litigation 

---

In its May 3, 2001 recommendation, the FPSC staff expressed concerns related to Florida Power's plans to participate in­
the creation of the GridFlorida regional transmission organization, or GridFlorida RTO, along with Florida Power & Light 
Company and Tampa Electric Company_ The FPSC staff raised questions about the prudence of establishing the new 
system and costs associated with the process. Florida Power is continuing to evaluate the concerns that the FPSC staff has 
raised about the GridFlorida RTO and the impact those concerns might have on the implementation of the GridFlorida 
R TO plan this year. 

On June 27, 200 I, the FPSC issued an order establishing a two-phase process for addressing these GridFlorida R TO issues 
in the context of Florida Power's pending rate case. In the first phase, the FPSC will address the general issues associated 
with the prudence of the GridFlorida RTO on an expedited basis, with a decision scheduled for October 30, 2001. The 
second phase will address ratemaking issues and will be decided as part of the general rate proceeding. The Company 
cannot predict the outcome or impact of these matters_ 

In October 2000, Florida Power, along with Florida Power & Light Company and Tampa Electric Company filed with the 
Federal Energy Regulatory Commission, or FERC, an application for approval of a regional transmission organization, or 
RTO, for peninsular Florida, currently named GridFlorida. On March 28, 2001, FERC issued an order provisionally 
granting GridFlorida RTO status and directing the GridFlorida applicants to make certain changes in the RTO documents 
and to file such changes within 60 days. On May 29, 200 I, the GridFlorida applicants made the compliance filing as 
directed by FERC but FERC has not yet issued an order on that compliance filing.' 

On May 16, 200 I, the FPSC initiated dockets to review the prudence of the GridFlorida applicants' decision to form and 
participate in the GridFlorida RTO. The GridFlorida applicants have announced that they will hold GridFlorida 
development activities in abeyance. An order on this issue is expected in late October of 2001. . The Company cannot 
predict the outcome of this matter. 

- On July 12, 200 I, FERC issued an order requiring certain parties involved in the GridSouth RTO to develop a plan for a 
single RTO for the southeast The GridFlorida applicants and the parties to the GridFlorida docket before FERC were 
encouraged to participate, but were not required to do so. Florida Power and the other GridFlorida applicants are 
participating in the mediation. The mediation is scheduled to last 45 days from July 12th, and ten days after the mediation 
the presiding administrative law judge will submit a proposal to FERC The Company cannot predict the outcome of this 
mediation or the effect that it may have on the GridFlorida proceedings currently ongoing before the FERC and the FPSC 

'- Fuels Tax Credits 

On April 20, 200 I and May 4, 200 I, the Internal Revenue Service (IRS) released Revenue Procedure 2001-30 and 
Revenue Procedure 2001-34, respectively, that outline the conditions that must be met to receive a Private Letter Ruling 
(PLR) for Section 29 tax credits from the IRS. PLRs represent advance rulings from the IRS applying its interpretation of 
the tax law to an entities' facts for Section 29 credits. The Company continues to pursue PLRs for its two majority-owned 
facilities and two minority-owned facilities that have not received PLRs. In management's opinion, the Company is 
complying with all the necessary requirements to be allowed such credits under Section 29, although it cannot provide 
with certainty that it will receive PLRs or prevail, if challenged by the IRS, on any credits taken. 

Franchise 

Five cities, with a total of approximately 36,000 customers, have sued Florida Power in various circuit courts in Florida. 
The lawsuits principally seek (I) a declaratory judgment that the cities have the right to purchase Florida Power's electric 
distribution system located within the municipal boundaries of the cities, (2) a declaratory judgment that the value of the 
distribution system must be determined through arbitration, and (3) injunctive relief requiring Florida Power to continue to 
collect from Florida Power's customers and remit to the cities franchise fees during the pendency of the litigation and as 
long as Florida Power continues to occupy the cities' rights-of-way to provide electric service, notwithstanding the 
expiration of the franchise ordinances under which Florida Power had agreed to collect such fees. One circuit court has 
entered a declaratory judgment and order requiring arbitration to establish the purchase price of Florida Power's facilities 
within one of the cities. Florida Power has appealed that decision to a district court of appeal. The appeal has been fully 
briefed and orally argued, and Florida Power is awaiting a decision from the appeals court. To date, no city has attempted 
to actually exercise the right to purchase any portion of Florida Power's electric distribution system, nor has there been any 
proceeding to determine the price at which such a purchase could be made_ The Company cannot predict the outcome of 
these matters. 
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NEW ACCOUNTING STANDARDS 

During the second quarter of 200 I, the F ASB issued an interpretation of SF AS No, 133 indicating that options in general 
cannot qualify for the normal purchases and sales exception, but provided an exception that allows certain electricity, 
contracts, including capacity-energy contracts, to be excluded from the mark-to-market requirements of SF AS No. 133. 
These interpretations are effective July I, 200 I. The Company is continuing to review contracts to determine whether they 
meet the criteria for the normal purchases and sales exception. If an electricity capacity-energy contract or fuel supply 

contract in its regulated business is subject to mark-to-market accounting, there would be no income statement effect of the 
mark-to-market because the contract's mark-to-market gain or loss will be recorded as a regulatory asset or liability. Any 
mark-to-market gains or losses on contracts outside its regulated business will affect income unless those contracts qualify 
for hedge accounting treatment. 

On July 20,2001, the FASB issued SFAS No. 141 "Business Combinations" and No. 142 "Goodwill and Other Intangible 
Assets". SF AS No. 141 requires business combinations initiated after June 30, 2001 to be accounted for using the 
purchase method of accounting and clarifies the criteria for recording of other intangible assets separately from goodwill. 
SFAS No. 142 requires that, effective January 1,2002, the Company cease amortization of goodwilL It also requires the 
Company to evaluate goodwill for impairment at least annually, which could result in periodic impairment charges. 
Goodwill amortization on an after-tax basis was $0.4 million and $1.3 million for the three and six months ended June 30, 

200 I, and is expected to be approximately $2.5 million for the year. The Company is currently assessing the impact 
adopting these statements will have on the financial statements. 

On June 200 I, the FASB approved the issuance of SFAS No. 143 "Accounting for Asset Retirement Obligations" that 
provides accounting guidance for the costs of retiring long-lived assets and is effective for fiscal years beginning after June 
15,2002. The Company will assess the impact adoption of this statement will have on the financial statements once the 
final statement is issued. 

ITEM 3. QUANTIT A TIVE AND QUALITATIVE DISC LOSURES ABOUT MARKET RISK 

INTEREST RATE RISK 

Certain market risks are inherent in Florida Progress' financial instruments, which arise from transactions entered into in 
the normal course of business. Florida Progress' primary exposures are changes in interest rates with respect to long-term 
debt, commercial paper and the FPC obligated mandatorily redeemable securities of trust, and fluctuations in the return on 
marketable securities with respect to its nuclear decommissioning trust funds. Florida Progress' exposure to return on 
marketable securities for the deco mmissioning trust funds has not changed materially since December 31,2000. The total 
fixed rate debt at June 30, 2001 was $1.6 billion, with an average interest rate of 6,79% and the total commercial paper 
outstanding at June 30, 200 I was $500 million, with an average interest rate of 4.20%. Florida Progress also had $300 

million outstanding of FPC mandatorily redeemable securities of trust, with a fixed interest rate of 7.1 0%. 

PART II. OTHER INFORMATION 

ITEM 1. LEGAL PROCEEDINGS 

1. Wanda L. Adams, et al. v. Florida Power Corporation and Florida Progress Corporation, U.S. District 
Court, Middle District of Florida, Ocala Division, Case No. 95-1B-C.V.-OC-IO. 

See prior discussion of this matter in the 2000 Form 10-K, Item 3,paragraph 3, The plaintiffs filed a motion with 
the District Court to reopen the case of Akin. et a1. vs. Florida Power, and to dismiss the Adams case. The Akin 
case was originally filed in an effort to preserve the litigation rights of the 61 plaintiffs who opted into the Adams 
case, The Court had previously stayed the Akin case pending a ruling on Florida Power's motion to decertify the 

class. Oral arguments were held in January 2001. On July 5, 2001, the Eleventh Circuit Court of Appeals ruled 
that as a matter of Jaw, disparate claims cannot be brought under the Americans with Disabilities Act. This ruling 
has the effect of decertifying the Akin case as a class action, The plaintiffs may appeal this ruling. The Company 
cannot predict the outcome of this matter. 
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Cmporation 

Reported 

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K 

(a) 	 Exhibits: 

None 

(b) 	 Reports on Form 8-K: 

During the second quarter of 2001, Florida Progress and Florida Power did not file any reports on Form 8-K. 
,However, the following report on Form 8-K was flIed in the third quarter of 200 1: 

Florida Power 

Item 

5 

Statements 
Financial 

Included 

No 

Date or Event 

July 1,2001 July23, 2001 

Date Filed 
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SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to 
be signed on its behalf by the undersigned thereunto duly authorized. 

Date: August 10, 2001 

FLORIDA PROGRESS CORPORATION 

FLORIDA POWER CORPORATION 

(Registrants ) 

By: lsI Peter M. Scott III 

Peter M. Scott III 
Executive Vice President and 
Chief Financial Officer 

By: Is/ Robert H. Bazemore, Jr. 

Robert H. Bazemore, Jr. 
Vice President and Controller 
Chief Accounting Officer 
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principal telephone 

Registrant Description April 

· 

-

UNITED STATES 

\ SECURITIES AND EXCHANGE COMMISSION 

,r 

Washington. DC 20549 

FORM 10-Q 

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES 
EXCHANGE ACT OF 1934 

For the Quarterly Period Ended March 31,2001 
OR 

[ ]  TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES 
EXCHANGE ACT OF 1934 

For the transition period from to 

Exact name of Registrant as specified in its I.R.S. Employer 
Commission File charter, state of incorporation, address of Identification 

No. executive offices. Number 

1-8349 	 FLORIDA PROGRESS CORPORATION 59-2147112 
A Florida Corporation 
410 South Wilmington Street 
Raleigh. North Carolina 27601 
Telephone (919) 546-6111 

1-3274 	 FLORIDA POWER CORPORATION 59-0247770 
A Florida Corporation 
One Progress Plaza 
S1. Petersburg, Florida 33701 
Telephone (727) 820-5151 

Indicate by check mark whether each registrant (1) has filed all reports required to be filed by Section 13 or 
15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the 
registrant was required to file such reports). and (2) has been subject to such filing requirements for the past 90 
days. Yes [X] No [ ] 

Indicate the number of shares outstanding of each of the registrants' classes of common stock, as of the latest 
practicable date. 

Shares Outstanding 
of Class at 30, 2001 

Florida Progress Corporation Common Stock, without par value 	 98,616,658 (all of which were 
held by Progress Energy, Inc.) 

Florida Power Corporation Common Stock, without par value 	 100 (all of which were held by 
Florida Progress Corporation) 

This combined Form IO-Q is filed separately by two registrants: Florida Progress Corporation and Florida 
Power Corporation. Information contained herein relating to either individual registrant is filed by such 
registrant solely on its own behalf. Each registrant makes no representation as to information relating 
exclusively to the other registrant. 
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GLOSSARY OF TERMS 

The following abbreviations or acronyms used in the text of this combined Form 10-Q are dermed below: 

DEFINITION 

AST ........................................................... Advanced Separation Technologies 
Btu British thermal units ............................................................. 


CVO .......................................................... Contingent Value Obligation 

Company or Florida Progress .................... Florida Progress Corporation 

CP&L ........................................................ Carolina Power and Light Company 

CP&L Energy ............................................ CP&L Energy, Inc. 

CR3 ........................................................... Florida Power's nuclear generating plant, Crystal River Unit No.3 

DOE ....�......... ........................ ............. ....... United States Department of Energy 

Electric Fuels ............................................. Electric Fuels Corporation 

EPA ........................................................... United States Environmental Protection Agency 

Energy Ventures ........................................ Progress Energy Ventures 

F ASB ......................................................... Financial Accounting Standards Board 

FDEP ......................................................... Florida Department of Environmental Protection 

FERC ......................................................... Federal Energy Regulatory Commission 

Florida Power or the utility ....................... Florida Power Corporation 

Florida Progress or the Company .............. Florida Progress Corporation 

FPSC ......................................................... Florida Public Service Commission 

Funding Corp . ........................................... Florida Progress Funding Corporation 

IRS ............................................................ Internal Revenue Service 

MEMCO .................................................... MEMCO Barge Line, Inc. 

MGP .......................................................... Manufactured Gas Plant 

MW ........................................................... mega watts 

NEIL ........................................................ Nuclear Electric Insurance Limited 

NRC .......................................................... United States Nuclear Regulatory Commission 

PLR ........................................................... Private Letter Ruling 

Preferred Securities ................................... 7.10% Cumulative Quarterly Income Preferred Securities, Series A, of 


FPC Capital I, fully and unconditionally guaranteed by Florida 

Progress 


Preferred Stock .......................................... Florida Power Cumulative Preferred Stock, $100 par value 

Progress Capital ........................................ Progress Capital Holdings, Inc. 

Progress Energy ......................................... Progress Energy, Inc. 

Progress Rail ............................................. Progress Rail Services Corporation 

Progress Telecom ...................................... Progress Telecommunications Corporation 

PRP .......................................... : ................ potentially responsible party, as defined in CERCLA 

PUHCA ..................................................... Public Utility Holding Company Act of 1935, as amended 

QFs ........ : ................................................... Qualifying facilities 

RTO ........................................................... Regional Transmission Organization 

SEC ........................................................... United States Securities and Exchange Commission 

Section 29.......... .... ........ .......
... ....... ........ . . Section 29 of the Internal Revenue Service Code 
.


SF AS ......................................................... Statements of Financial Accounting Standards 

the Trust .................................................... FPC Capital I 
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SAFE HARBOR FOR FORWARD-LOOKING STATEMENTS 

The matters discussed throughout this Form lO-Q that are not historical facts are forward-looking and, accordingly" 
involve estimates, projections, goals, forecasts, assumptions, risks and uncertainties that could cause actual results or 
outcomes to differ materially from those expressed in the forward-looking statements. 

In addition, forward-looking statements are discussed in "Management's Discussion and Analysis of Financial Condition 
and Results of Operations" including, but not limited to, statements under the sub-heading "Other Matters" concerning 
synthetic fuel tax credits and regulatory developments. 

Any forward-looking statement speaks only as of the date on which such statement is made, and the Company undertakes 
no obligation to update any forward.looking statement or statements to reflect events or circumstances after the date on 
which such statement is made. 

Examples of factors that you should consider with respect to any forward-looking statements made throughout this 
document include, but are not limited to, the following: governmental policies and regulatory actions (including those of 
the Federal Energy Regulatory Commission, the Environmental Protection Agency, the Nuclear Regulatory Commission, 
the Department of Energy, the Florida Public Service Commission), particularly legislative and regulatory initiatives that 
may impact the speed and degree of the restructuring of the electricity industry and the results of nego.tiations related to the 
expiration of Florida Power's rate stipulation; the outcome of legal and administrative proceedings before our courts and 
principal regulators; risks associated with operating nuclear power facilities, availability of nuclear waste storage facilities, 
and nuclear decommissioning costs; changes in the economy of areas served by Florida Power; the extent to which we are 
able to obtain adequate and timely rate recovery of costs, including potential stranded costs arising from the restructuring 
of the electricity industry; weather conditions and catastrophic weather-related damage; general industry trends, realization 
of cost savings related to synergies resulting from the acquisition by Progress Energy, increased competition from energy 
and gas suppliers, and market demand for energy; inflation and capital market conditions; the success of our direct and 
indirect subsidiaries; the extent to which we are able to use tax credits associated with the operations of the synthetic fuel 
facilities; and unanticipated changes in operating expenses and capital expenditures. 

All such factors are difficult to predict, contain uncertainties that may materially affect actual results, and may be beyoni 
the control of the Company. New factors emerge from time to time, and it is not possible for management to predict all 
such factors, nor can it assess the effect of each such factor on the Company. 
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(In thousands) 

(93) (401 ) 

PART I. FINANCIAL INFORMATION 

Item 1. FINANCIAL STATEMENTS 

CONSOLIDATED STATEMENTS of INCOME 
Florida Progress Corporation Three Months Ended 

March 31, 
2001 2000 

Operating Revenues 

Electric $ 810,474 $ 625,309 

Diversified businesses 368,706 331,539 

Total Operating Revenues 1,179,180 956,848 

Operating Expenses 

Fuel used in electric generation 216.386 138,211 

Purchased power 125.619 103,125 

Operations and maintenance 110.866 113,203 

Depreciation and amortization 152,069 85,663 

Taxes other than on income 60.109 53,133 

Diversified businesses 384,715 324.398 

Total Operating Expenses 1,049,764 817,733 

Operating Income 129,416 139.115 

Other Income (Expense) 

Interest income 38 167 

Other, net (4,461) (3,452) 

Total Other Income (Expense) (4,423) (3,285) 

Income before Interest Charges and Income Taxes 124.993 135,830 

Interest Charges 

Long-term debt 40,660 38,698 

Other interest charges 9,861 11,628 

Allowance for borrowed funds used during 
construction 

Total Interest Charges, Net 50.428 49.925 

Income before Income Taxes 74,565 85,905 


Income Taxes (Benefit) (1,423) 9,451 


Net Income $ 75,988 $ 76,454 

See Notes to financial statements. 
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de[;!reciation {3,776,476} (3,701.975} 

Utiliti:: 

! 

Ca)italization 
)italization 

Long-term 
CaQitalization 

-

Contingencies (Note 7) 
Caeitalization 

6,554 

CONSOLIDATED BALANCE SHEETS 
Florida Progress Corporation (In thousands) March 31, December 31, 
Assets 2001 2000 
Utility Plant 

Electric utility plant in service $ 7.007.354 $ 6,998,135 
Accumulated 

Utility plant in service. net 3,230,878 3,296,160 
Held for future use 8,274 8,274 
Construction work in progress 159,503 124.988 
Nuclear fuel, net of amortization 70,208 39,879 

Total Plant, Net 3,468,863 3,469,301 
Current Assets 

Cash and cash equivalents 15,701 24,200 
Accounts receivable 458,255 506,220 
Accounts receivable-affiliates 507 


.-:::- Taxes receivable 23,441 16,363 
Deferred income taxes 39,576 
Inventory 415,691 373,626 
Deferred fuel cost 66,321 90,434 
Prepayments 19,779 26,254 
Other current assets 26,467 25,251 

Total Current Assets 1,032,209 1,102,431 
Deferred Debits and Other Assets 

Deferred purchased power contract termination costs 158.518 226.656 
Unamortized debt expense 18,803 19,128 
Nuclear decommissioning trust funds 398,878 400,719 
Non-utility property. net 758,819 746.392 
Miscellaneous other property and investments 62,528 55,115 
Goodwill, net 115,314 117,331 
Other assets and deferred debits 371,708 370,016 

Total Deferred Debits and Other Assets 1,884,568 1,935,357 ( 

Total Assets $ 6,385,640 $ 6,507,089 
and Liabilities 

Ca 
Common stock $ 1,318,879 $ 1,318,309 
Retained earnings 692,055 670,679 
Accumulated other comprehensive loss (1,739) (1,407) 
Preferred stock of subsidiaries-not subject to mandatory redemption 33,497 33,497 

debt, net 2,222,142 2,276,416 
Total 4,264.834 4.297,494 

Current Liabilities 
Current portion of long-term debt 213.206 190,466 
Accounts payable 297.841 366.076 
Accounts payable-affiliates 21.254 
Interest accrued 47.528 64.118 
Short-term obligations 389,057 467.292 
Advances from parent 176,678 45,180 
Other current liabilities 267,009 272.945 

Total Current Liabilities 1,412,573 1,406.077 
Deferred Credits and Other Liabilities 

Accumulated deferred income taxes 307,379 341.605 
Accumulated deferred investment tax credits 60,217 62,160 
Other liabilities and deferred credits 340,637 399.753 

Total Deferred Credits and Other Liabilities 708,233 803,518 
Commitments and 

Total and Liabilities $ 6.385.640 $ 6.507,089 
See Notes to financial statements. 
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87 

CONSOLIDATED STATEMENTS of CASH FLOWS 
Florida Progress Corporation 

(In thousands) 

Operating Activities: 

Net income 

Adjustments to reconcile net income to net cash provided by operating 
activities: 

Depreciation and amortization 

Deferred income taxes and investment tax credits. net 

Deferred fuel cost (credit) 

Changes in working capital, net of effects from sale or acquisition of 
business 


Net decrease in accounts receivable 


. Net increase in inventories 


Net (increase) decrease in prepaids and other current assets 

Net decrease in accounts payable 

Net increase (decrease) in other current liabilities 

Other 

Three Months Ended 
March 31, 

2001 2000 

$ 75,988 $ 76,454 

150,466 94,476 

24,399 6,267 

24,113 (10,658) 

45,838 11,422 

(58,324) (39,814) 

5,259 (16,260) 

(46,176) (56,870) 

73,765 (38,965) 

(28,132) 16,208 

Net Cash Provided by Operating Activities 267,196 42,260 

Investing Activities: 

Property additions (43,956) (46,809) 

Nuclear fuel additions (36,019) 

Other investing activities (30,068) (28.348) 

Net Cash Used in Investing Activities (110.043) (75,157) 

Financing Activities: 

Proceeds from issuance of long-term debt 


Net increase (decrease) in short-term obligations (78.235) 81,846 

Retirement of long-term debt (31,703) (211 ) 


Dividends paid on common stock (54,611 ) (54,730) 


Other financing activities (1.190) (680) 


Net Cash Provided by (Used in) Financing Activities· (165,652) 26,225 

Net Decrease in Cash and Cash Equivalents (8,499) (6,672) 

Cash and Cash Equivalents at Beginning of the Period 24,200 9,589 

Cash and Cash Equivalents at End of Period $ 15.701 $ 2,917 

Supplemental Disclosures of Cash Flow Information 
Cash paid (received) during the period - interest (net of amount capitalized) 

Income taxes (net of refunds) 

$ 

$ 

67,980 

(22,544) 

$ 

$ 

61,400 

17,400 

See Notes to financial statements. 
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(In thousands) 

(93) (401) 
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STATEMENTS of INCOME 
Florida Power Corporation Three Months Ended 

Operating Revenues 

Electric 

Operating Expenses 

Fuel used in electric generation 

Purchased power 

Operation and maintenance 

Depreciation and amortization 

Taxes other than on income 

Total Operating Expenses 

March 31. 
2001 2000 

$ 810,474 $ 625,309 

216,386 138,211 

125,619 103.125 

110,866 113,203 

152,069 85.663 

60,109 53.133 

665,049 493,335 

Operating Income 145,425 131.974 

Other Income (Expense) 

Interest income 38 167 

Other, net (1,755) 

Total Other Income (Expense) (1,717) 264 

Income before Interest Charges and Income Taxes 143,708 132,238 

Interest Charges 

Long-term debt 24,552 25,892 

Other interest charges 4.536 6,303 

Allowance for borrowed funds used during 
construction 

Total Interest Charges. Net 28,995 31,794 

Income before Income Taxes 114,713 100,444 


Income Taxes 42,729 36.664 


Net Income 71,984 63,780 


Dividends on Preferred Stock 378 378 


Earnings for Common Stock $ 71.606 $ 63,402 

See Notes to financial statements. 
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depreciation 

Utility 

Capitalization 
Capitalization 

Long-term 
Capitalization 

Contingencies (Note 7) 
Capitalization 

(3,776,476) (3,701,975) 

BALANCE SHEETS 
Florida Power Corporation 
Assets 

(In thousands) March 31, 
2001 

December 31, 
2000 

Utility Plant 
Electric utility plant in service 
Accumulated 

$ 7,007,354 $ 6,998,135 

Utility plant in service, net 3,230,878 3,296,160 
Held for future use 8,274 8,274 
Construction work in progress 159,503 124,988 
Nuclear fuel, net of amortization 70,208 39,879 

Total Plant, Net 3,468,863 3,469,301 

Current·Assets 
Cash and cash equivalents 3,380 
Accounts receivable 246,968 289,237 
Accounts receivable-affiliates 67,619 38,729 
Deferred income taxes 39,576 
Inventory 156,927 139,116 
Deferred fuel cost 66,321 90,434 
Prepayments 2,283 9,097 
Other current assets 133 

Total Current Assets 
Deferred Debits and Other Assets 

540,251 609,569 

- Deferred purchased power contract termination costs 
Unamortized debt expense 
Nuclear decommissioning trust funds 
Non-utility property, net 
Other assets and deferred debits 

Total Deferred Debits and Other Assets 

158,518 
9,321 

398,878 
8,900 

244,437 
820,054 

226,656 
9,526 

400,719 
9,431 

233,148 
879,480 

Total Assets $ 4,829,168 $ 4,958,350 
and Liabilities 

Common stock equity $ 1,982,022 $ 1,965,028 
Preferred stock of subsidiaries-not subject to mandatory redemption 33,497 33,497 

debt, net 1,397,197 1,397,116 
Total 3,412,716 3,395,641 

Current Liabilities 
Current portion of long-term debt 
Accounts payable 
Accounts payable-affiliates 
Taxes accrued 
Interest accrued 
Advances from parent 
Short·term obligations 
Other current liabilities 

82,000 82,000 
115,656 170,126 

42,504 39,526 
28,132 4,401 
37,080 47,117 

20,180 
182,668 192,530 
256,409 219,057 

Total Current Liabilities 744,449 774,937 
Deferred Credits and Other Liabilities 

Accumulated deferred income taxes 376,688 427,477 
Accumulated deferred investment tax credits 59,688 61,626 
Other liabilities and deferred credits 235,627 298,669 

Total Deferred Credits and Other Liabilities 672,003 787,772 
Commitments and 

Total and Liabilities $ 4,829,168 $ 4,958,350 

See Notes to financial statements. 
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STATEMENTS of CASH FLOWS 
Florida Power Corporation 

(In thousands) 

Operating Activities: 

Net income 

Adjustments to reconcile net income to net cash provided by operating 
activities: 

Depreciation and amortization 

Deferred income taxes and investment tax credits, net 

Deferred fuel cost (credit) 

Changes in working capital: 

Net decrease in accounts receivable 

Net increase in inventories 

Net decrease in prepaids and other current assets 

Net decrease in accounts payable 

Net decrease in other current liabilities 

Other 

Three Months Ended 
March 31, 

2001 2000 

$ 71,606 $ 63,402 

150,406 94,346 

7,903 (1,749) 

24,113 (10,658) 

41,325 20,399 

(17,811 ) (5,208) 

6,681 2,279 

(51,492) (22,268) 

(19,930) (2,714) 

(67,306) 250 

Net Cash Provided by Operating Activities 145,495 138,079 

Investing Activities: 

- Property additions (43,956) (46,809) 

Nuclear fuel additions (36,019) 

Other investing activities (4,427) (3,804) 

Net Cash Used in Investing Activities (84,402) (50,613) 

Financing Activities: 

Net decrease in short-term obligations (9,862) (36,236) 

Dividends paid on common stock (54,611 ) (51,230) 

Net Cash Used in Financing Activities (64,473) (87,466) 

Net Decrease in Cash and Cash Equivalents (3,380) 

Cash and Cash Equivalents at Beginning of the Period 3,380 

Cash and Cash Equivalents at End of Period $ $ 

Supplemental Disclosures of Cash Flow Information 

Cash paid during the period - interest (net of amount capitalized) 

income taxes (net of refunds) 

$ 

$ 

39,032 

7,362 

$ 41,200 

$ 3,400 

See Notes to financial statements. 
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NOTE 1. 

Holding Company Act of 1935 (PUHCA). 

Regulatory Commission (FERC). 

FLORIDA PROGRESS CORPORATION AND FLORIDA POWER CORPORATION 

NOTES TO FINANCIAL STATEMENTS 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

General. Florida Progress Corporation (the Company or Florida Progress) is a holding company under the Public Utility 
The Company became subject to the regulations of PUHCA when it was 

acquired by CP&L Energy, Inc. on November 30, 2000 (See Note 2). CP&L Energy, Inc. subsequently changed its name 
to Progress Energy, Inc. (Progress Energy or the Parent). Florida Progress' two primary subsidiaries are Florida Power 
Corporation (Florida Power) and Electric Fuels Corporation (Electric Fuels). 

Florida Power is a regulated public utility engaged in the generation, transmission, distribution and sale of electricity in 
portions of Florida. Florida Power is regulated by the Florida Public Service Commission (FPSC) and the Federal Energy 

Electric Fuels' Rail Services, Inland Marine Transportation and the non-Florida portion of its Energy & Related Services 
operations report their results one-month in arrears. 

Basis of Presentation. These fmancial statements have been prepared in accordance with accounting principles generally 
accepted in the United States of America (generally accepted accounting principles) for interim financial information and 
with the instructions to Form 10-Q and Regulation S-X. Accordingly, they do not include all of the information and 
footnotes required by generally accepted accounting principles for complete financial statements. Because the 
accompanying consolidated interim financial statements do not include all of the information and footnotes required by 
generally accepted accounting principles, they should be read in, conjunction with the audited fmancial statements for the 
period ended December 31, 2000 and notes thereto included in Florida Progress' and Florida Power's Form lO-K for the . 

-

year ended December 31, 2000. 

The amounts included in the consolidated interim financial statements are unaudited but, in the opinion of management. 
reflect all adjustments necessary to fairly present Florida Progress' and Florida Power's financial position and results of 
operations for the interim periods. Due to seasonal weather variations and the timing of outages of electric generating 
units, the results of operations for interim periods are not necessarily indicative of amounts expected for the entire year. 
Certain reclassifications have been made to prior-year amounts to conform to the current year's presentation. 

-

The fmancial statements include the financial results of the Company and its majority-owned operations. All significant 
intercompany balances and transactions have been eliminated. Investments in 20% to 50%-owned joint ventures are 
accounted for using the equity method. 

In preparing financial statements that conform with generally accepted accounting principles, management must make 
estimates and assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent assets and 
liabilities at the date of the financial statements and amounts of revenues and expenses reflected during the reporting 
period. Actual results could differ from those estimates. 

NOTE 2. ACQUISITION BY PROGRESS ENERGY, INC. 

On November 30, 2000, Progress Energy acquired all of the outstanding shares of Florida Progress' common stock in 
accordance with the Amended and Restated Plan of Exchange, including the related Plan of Share Exchange, dated as of 
August 22, 1999, as amended and restated as of March 3, 2000, among CP&L Energy, Florida Progress and Carolina 
Power & Light Company (CP&L). Florida Progress shareholders received $54.00 in cash or shares of Progress Energy 
common stock having a value of $54.00, subject to proration, and one contingent value obligation (CVO) in exchange for 
each share of Florida Progress common stock. The exchange ratio for the shares of Progress Energy common stock issued 
to Florida Progress shareholders was 1.3473. Each CVO represents the right to receive contingent payments based upon 
the net after-tax cash flow to Progress Energy generated by four synthetic fuel facilities purchased by subsidiaries of 
Florida Progress in 1999. 

The acquisition was accounted for by Progress Energy using the purchase method of accounting; however, due to the 
significance of the public debt and preferred securities of the Company and Florida Power, the acquisition cost was not 
pushed down to the Company's separate financial statements or Florida Power's. 

In connection with the acquisition of the Company by Progress Energy, the Company began the implementation of a plan 
to combine operations with Progress Energy. In the fourth quarter 2000, the Company recorded executive involuntary 
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General. 

Basis 

FLORIDA PROGRESS CORPORATION AND FLORIDA POWER CORPORATION 

NOTES TO FINANCIAL STATEMENTS 

Holding Company Act of 1935 (PUHCA). 

Regulatory Commission (FERC). 

with the instructions to Form 
footnotes 

year ended December 31, 2000. 

operations for the interim periods. 

accounted for using the equity method. 

period. 

NOTE 2. 

Power & Light Company (CP&L). 

Florida Progress in 1999. 

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Florida Progress Corporation (the Company or Florida Progress) is a holding company under the Public Utility 

The Company became subject to the regulations of PUHCA when it was 

acquired by CP&L Energy, Inc. on November 30,2000 (See Note 2). CP&L Energy, Inc. subsequently changed its name 

to Progress Energy,Inc. (Progress Energy or the Parent). Florida Progress' two primary subsidiaries are Florida Power 
Corporation (Florida Power) and Electric Fuels Corporation (Electric Fuels). 

Florida Power is a regulated public utility engaged in the generation, transmission, distribution and sale of electricity in 
portions of Florida. Florida Power is regulated by the Florida Public Service Commission (FPSC) and the Federal Energy 

Electric Fuels' Rail Services, Inland Marine Transportation and the non-Florida portion of its Energy & Related Services 
operations report their results one-month in arrears. 

of Presentation. These fmancial statements have been prepared in accordance with accounting principles generally 
accepted in the United States of America (generally accepted accounting principles) for interim fmancial information and 

10-Q and Regulation S-x. Accordingly, they do not include all of the information and 
required by generally accepted accounting prindples for complete financial statements. Because the 

accompanying consolidated interim financial statements do not include all of the information and footnotes required by 
generally accepted accounting principles, they should be read in· conjunction with the audited fmandal statements for the 
period ended December 31,2000 and notes thereto included in Florida Progress' and Florida Power's Form 10-K for the . 

The amounts included in the consolidated interim fmandal statements are unaudited but, in the opinion of management, 
reflect all adjustments necessary to fairly present Florida Progress' and Florida Power's financial position and results of 

Due to seasonal weather variations and the timing of outages of electric generating 
units, the results of operations for interim periods are not necessarily indicative of amounts expected for the entire year. 
Certain reclassifications have been made to prior-year amounts to conform to the current year's presentation. 

The fmancial statements include the financial results of the Company and its majority-owned operations. All significant 
intercompany balances and transactions have been eliminated. Investments in 20% to 50%-owned joint ventures are 

In preparing financial statements that conform with generally accepted accounting principles, management must make 
estimates and assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent assets and 
liabilities at the date of the financial statements and amounts of revenues and expenses reflected during the reporting 

Actual results could differ from those estimates. 

ACQUISITION BY PROGRESS ENERGY, INC. 

On November 30, 2000, Progress Energy acquired all of the outstanding shares of Florida Progress' common stock in 
accordance with the Amended and Restated Plan of Exchange, including the related Plan of Share Exchange, dated as of 
August 22, 1999, as amended and restated as of March 3, 2000, among CP&L Energy, Florida Progress and Carolina 

Florida Progress shareholders received $54.00 in cash or shares of Progress Energy 
common stock having a value of $54.00, subject to proration, and one contingent value obligation (CVO) in exchange for 
each share of Florida Progress common stock. The exchange ratio for the shares of Progress Energy common stock issued 
to Florida Progress shareholders was 1.3473. Each CVO represents the right to receive contingent payments based upon 
the net after-tax cash flow to Progress Energy generated by four synthetic fuel facilities purchased by subsidiaries of 

The acquisition was accounted for by Progress Energy using the purchase method of accounting; however, due to the 
significance of the public debt and preferred securities of the Company and Florida Power, the acquisition cost was not 
pushed down to the Company's separate financial statements or Florida Power's. 

In connection with the acquisition of the Company by Progress Energy, the Company began the implementation of a plan 
to combine operations with Progress Energy. In the fourth quarter 2000, the Company recorded executive involuntary 
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amended, establishes accounting and reporting standards for derivative instruments, including certain derivative 
instruments embedded in other contracts, and for hedging activities. SF AS No. 133 requires that an entity recognize all 
derivatives as assets or liabilities in the consolidated balance sheet and measure those instruments at fair value. The 
adoption of SF AS No. 133 did not have any effect on the Company's financial statements. 

The application of the new rules is still evolving and further guidance from the Financial Accounting Standards Board 
(FASB) is expected, which could additionally impact the Company's financial statements. 

NOTE 5. FLORIDA PROGRESS OBLIGATED MANDATORILY REDEEMABLE CUMULATIVE 

QUARTERLY INCOME PREFERRED SECURITIES (QUIPS) OF A SUBSIDIARY TRUST 

HOLDING SOLELY FLORIDA PROGRESS GUARANTEED SUBORDINATED DEFERRABLE 
INTEREST NOTES 

In April 1999, FPC Capital I (the Trust), an indirect wholly owned subsidiary of the Company, issued 12 million shares of 
$25 par cumulative Company-obligated mandatorily redeemable preferred securities (Preferred Securities) due 2039, with 
an aggregate liquidation value of$300 million and a quarterly distribution rate of 7 .10%, payable quarterly. Currently, all 
12 million shares of the Preferred Securities that were issued are outstanding. Concurrent with the issuance of the 
Preferred Securities, the Trust issued to Florida Progress Funding Corporation (Funding Corp.) all of the common 
securities of the Trust (371,135 shares), for $9.3 million. Funding Corp. is a direct wholly owned subsidiary of the 
Company. 

The existence of the Trust is for the sole purpose of issuing the Preferred Securities and the common securities and using 
the proceeds thereof to purchase from Funding Corp. its 7.10% Junior Subordinated Deferrable Interest Notes 
(subordinated notes) due 2039, for a principal amount of$309.3 million. The subordinated notes and the Notes Guarantee 
(as discussed below) are the sole assets of the Trust. Funding Corp.'s proceeds from the sale of the subordinated notes 
were advanced to Progress Capital Holdings, Inc. (PCH), and used for general corporate purposes including the repayment 
of a portion of certain outstanding short-term bank loans and commercial paper. 

The Company has fully and unconditionally guaranteed the obligations of Funding Corp. under the subordinated notes (the 
Notes Guarantee). In addition, the Company has guaranteed the payment of all distributions required to be made by the 
Trust, but only to the extent that the Trust has funds available for such distributions (Preferred Securities Guarantee). The 
Preferred Securities Guarantee, considered together with the Notes Guarantee, constitutes a full and unconditional 
guarantee by the Company of the Trust's obligations under the Preferred Securities. 

The subordinated notes may be redeemed at the option of Funding Corp. beginning in 2004 at par value plus accrued 
interest through the redemption date. The proceeds of any redemption of the subordinated notes will be used by the Trust 
to redeem proportional amounts of the Preferred Securities and common securities in accordance with their tenos. Upon 
liquidation or dissolution of Funding Corp., holders of the Preferred Securities would be entitled to the liquidation 
preference of$25 per share plus all accrued and unpaid dividends thereon to the date of payment. 

These preferred securities are classified as long-term debt on Florida Progress' balance sheets .. 

NOTE 6. COMPREHENSIVE INCOME 

Comprehensive income for Florida Progress for the three months ended March 31, 2001 and 2000 was $75.7 million and 
$76.3 million, respectively. Florida Power does not have any items of other comprehensive income. 

NOTE 7. COMMITMENTS AND CONTINGENCIES 

Insurance Florida Progress and its subsidiaries utilize various risk management techniques to protect certain assets -

from risk of loss, including the purchase of insurance. Risk avoidance, risk transfer and self-insurance techniques are 
utilized depending on the Company's ability to assume risk, the relative cost and availability of methods for transferring 
risk to third parties, and the requirements of applicable regulatory bodies. 

Florida Power self-insures its transmission and distribution lines against loss due to storm damage and other natural 
disasters. Pursuant to a regulatory order, Florida Power is accruing $6 million annually to a storm damage reserve and 
may defer any losses in excess of the reserve. 

Under the provisions of the Price Anderson Act, which limits liability for accidents at nuclear power plants, Florida Power, 
as an owner of a nuclear plant, can be assessed for a portion of any third-party liability claims arising from an accident at 
any commercial nuclear power plant in the United States. If total third-party claims relating to a single nuclear incident 
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exceed $200 million (the amount of currently available commercial liability insurance), Florida Power could be assessed 

up to $88.1 million per incident, with a maximum assessment of $1 0 million per year. 


Florida Power also maintains nuclear property damage insurance and decontamination and deconunissioning liability 

insurance totaling $1.6 billion. This insurance coverage is purchased from Nuclear Electric Insurance Ltd. (NEIL). 


- Florida Power is self·insured for any losses that are in excess of this coverage. Under the terms of the NEIL policy, 
Florida Power could be assessed up to a maximum of $8.3 million in any policy year if losses in excess of NEIL's 
available surplus are incurred. 

Florida Power has never been assessed under these nuclear indemnities or insurance policies. 

Claims and Uncertainties - The Company is subject to federal, state and local regulations addressing air and water 
quality, hazardous and solid waste management and other environmental matters. 

Various organic materials associated with the production of manufactured gas, generally referred to as coal tar, are 
� 	 regulated under federal and state laws. The lead or sole regulatory agency that is responsible for a particular former coal 

tar site depends largely upon the state in which the site is located. There are several MGP sites to which Florida Power has 
some connection. In this regard, Florida Power, with other potentially responsible parties, is participating in investigating 
and, if necessary, remediating former coal tar sites with several regulatory agencies, including, but not limited to, the U.S. 
Environmental Protection Agency (EPA) and the Florida Department of Environmental Protection (FDEP). Although the 
Company may incur costs at these sites about which it has been notified, based upon current status of these sites, the 
Company does not expect those costs to be material to the financial position or results of operations of the Company. The 

- Company has accrued amounts to address known costs at certain of these sites. 

The Company is periodically notified by regulators such as the EPA and various state agencies of its involvement or 
potential involvement in sites, other than MGP sites, that may require investigation and/or remediation. Although the 
Company may incur costs at the sites about which it  has been notified, based upon the current status of these sites, the 
Company does not expect those costs to be material to the financial pOSition or results of operations of the Company. 

The EPA has been conducting an enforcement initiative related to a number of coal-fired utility power plants in an effort to 
determine whether modifications at those facilities were subject to New Source Review requirements or New Source 
Performance Standards under the Clean Air Act. Florida Power has recently been asked to provide information to the EPAi 

as part of this initiative and has cooperated in providing the requested information. The EPA has initiated enforcement 
actions against other unaffiliated utilities as part of this initiative, some of which have resulted in or may result in 
settlement agreements, ranging from $1.0 billion to $1.4 billion. These settlement agreements have generally called for 
expenditures to be made over extended time periods, and some of the companies may seek recovery of the related costs 
through rate adjustments. The Company cannot predict the outcome of this matter. 

In July 1997, the EPA issued final regulations establishing a new eight-hour ozone standard. In October 1999, the District 

of Columbia Circuit Court of Appeals ruled against the EPA with regard to the federal eight·hour ozone standard. The 


. U.S. Supreme Court has upheld, in part, the District of Columbia Circuit Court of Appeals decision. Further litigation and 

rulemaking are anticipated. The Company cannot predict the outcome' of this matter. 

Florida Power currently is storing spent nuclear fuel onsite in spent fuel pools, If Florida Power does not seek renewal of 
the Crystal River Unit No.3 (CR3) operating license, with certain modifications to its storage pools currently underway, 
CR3 will have sufficient storage capacity in place for fuel consumed through the end of the expiration of the license in 
2016. If Florida Power extends the CR3 operating license dry storage may be necessary. 

Florida Power has filed claims with the Company's general liability insurance carriers to recover costs arising out of actual 
or potential liabilities. Some claims have settled and others are still pending. While management cannot predict the 
outcome of these matters, the outcome is not expected to have a material effect on the financial position or results of 
operations 

LEGAL MA TIERS 

Age Discrimination Suit - Florida Power and Florida Progress have been named defendants in an age discrimination 
lawsuit. The number of plaintiffs. remains at .116, but four of those plaintiffs have had their federal claims dismissed and 
74 others have had their state age claims dismissed. While no dollar amount was requested, each plaintiff seeks back pay, 
reinstatement or front pay through their projected dates of normal retirement, costs and attorneys' fees. In October 1996, 
the Federal Court approved an agreement between the parties to provisionally certify this case as a class action suit under 
the Age Discrimination in Employment Act. Florida Power filed a motion to decertify the class and in August 1999, the 
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Court granted Florida Power's motion. In October 1999, the judge certified the question of whether the case should be 
tried as a class action to the Eleventh Circuit Court of Appeals for immediate appellate review. In December 1999, the 
Court of Appeals agreed to review the judge's order decertifying the class and oral arguments were held in January 2001. 
In anticipation of a potential ruling decertifying the case as a class action, plaintiffs filed a virtually identical lawsuit, 
which identified all opt-in plaintiffs as named plaintiffs. This case had been held in abeyance until reactivated in July ' 
2000 upon motion of the plaintiffs. 

In December 1998, during mediation in this age discrimination suit, plaintiffs alleged damages of $100 million. Company 
management, while not believing plaintiffs' claim to have merit, offered $5 million in an attempt to settle all claims. 
Plaintiffs rejected that offer. Florida Power and the plaintiffs engaged in informal settlement discussions, which 
terminated on December 22, 1998. As a result of the plaintiffs' claims, management has identified a probable range of $5 
million to $100 million with no amount· within that range a better estimate of probable loss than any other amount; 

-

accordingly, Florida Power has accrued $5 million. In December 1999, Florida Power also recorded an accrual of $4.8 
million for legal fees associated with defending its position in these proceedings. There can be no assurance that this 
litigation will be settled, or if settled, that the settlement will not exceed $5 million. Additionally, the ultimate outcome, if 
litigated, cannot presently be determined. 

Advanced Separation Technologies (AST) - In 1996, Florida Progress sold its 80% interest in AST to Calgon Carbon 
Corporation (Calgon) for net proceeds of $56 million in cash. In January 1998, Calgon filed a lawsuit against Florida 
Progress and the other selling shareholder and amended it in April 1998, alleging misstatement of AST's 1996 revenues, 
assets and liabilities, seeking damages and granting Calgon the right to rescind the sale. The lawsuit also accused the 
sellers of failing to disclose flaws in AST's manufacturing process and a lack of quality controL Florida Progress believes 

- that the aggregate total of all legitimate warranty claims by customers of AST for which it is probable that Florida 
Progress will be responsible for under the Stock Purchase Agreement with Calgon is approximately $3.2 million, and 
accordingly, accrued $3.2 million in the third quarter of 1999 as an estimate of probable loss. Florida Progress filed a 
motion for summary judgement, which is pending. 

Qualifying Facilities Contracts Florida Power's purchased power contracts with qualifying facilities employ separate 
pricing methodologies for capacity payments and energy payments. Florida Power has interpreted the pricing provision in 
these contracts to allow it to pay an as-available energy price rather than a higher firm energy price when the avoided unit 
upon which the applicable contract is based would not have been operated. 

-

The owners of four qualifying facilities filed suits against Florida Power in state court over the contract payment terms, 
and one owner also filed suit in federal court. Three of the state court suits have been settled and the federal case was 
dismissed. 

In the remaining state court suit, the trial regarding NCP Lake Power (Lake) concluded in December 1998. In April 1999, 
the judge entered an order granting Lake's breach of contract claim and ruled that Lake is entitled to receive "flITn" energy 
payments during on-peak hours, but for all other hours, Lake is entitled to the "as-available" rate. The Court also ruled 
that for purposes of calculating damages, the breach of contract occurred at the inception of the contract. In August 1999, 
a Final Judgement was entered for Lake for approximately $4.5 million and Lake filed a Notice of AppeaL Also in this 
case, in April 1998, Florida Power filed a petition with the FPSC for a Declaratory Statement that the contract between the 
parties limits energy payments thereunder to the avoided costs based upon an analysis of a hypothetical unit having the 
characteristics specified in the contract. In October 1998, the FPSC denied the petition, but Florida Power appealed to the 
Florida Supreme Court. On January 26, 2001, the District Court of Appeals reversed the trial court's order and held that 
the contract requires Florida Power to pay Lake the firm energy rate for all hours that the avoided unit operates, less any 
maintenance shut-down hours. The District Court of Appeals remanded the case to the trial court for a new trial to 
determine the appropriate amount of damages consistent with the appellate court's ruling. Florida Power has sought 
rehearing of the District Court of Appeal's decision. Although granting Florida Power's request, the District Court of 
Appeal's conflITned its initial decision. 

Management does not expect that the results of these legal actions will have a material impact on Florida Power's fmancial 
position, results of operations or liquidity. Florida Power anticipates that all fuel and capacity expenses, including any 
settlement amounts incurred as a result of the matters discussed above, will be recovered from its customers. 

Easement Litigation - In December 1998, Florida Power was served with a class action lawsuit seeking damages, 
declaratory and injunctive relief for the alleged improper use of electric transmission easements. The plaintiffs contend 
that the licensing of fiber optic telecommunications lines to third parties or telecommunications companies for other than 
Florida Power's internal use along the electric transmission line right.of-way exceeds the authority granted in the 
easements. In June 1999, plaintiffs amended their complaint to add Progress Telecommunications Corporation, an indirect 
wholly owned subsidiary of Florida Progress, as a defendant and to add counts for unjust enrichment and constructive 

103 



trust. In January 2000, the court conditionally certified the class statewide. In a mediation held in March 2000, the parties 
reached a tentative settlement of this claim. In January 2001, the Court preliminarily approved the amended settlement 
agreement, certified the settlement class and approved the class notice. Management does not expect that the results of 
these legal actions will have a material impact on Florida Progress' financial position, results of operations or liquidity. 
Accordingly, no provision for loss has been recorded pertaining to this matter. A final settlement hearing date is set for \ . 

- June 2001. 

Other Legal Matters - Florida Progress and Florida Power are involved in various other claims and legal actions arising 
in the ordinary course of business. In the opinion of management, the ultimate disposition of these matters will not have a 
material adverse effect upon either company's consolidated financial position, results of operations or liquidity. 

-

. I 

104 



Energy Services 

Inland Transportation 

ITEM 2. 	 MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS 

OF OPERATIONS 

OPERATING RESULTS 

Florida Progress' consolidated earnings for the three month period ended March 31, 2001, were $76.0 million compared to 
earnings of $76.5 million, for the same period in 2000. 

FLORIDA POWER CORPORATION 

Florida Power, the largest subsidiary of Florida Progress, reported net income 0[$71.6 million for the first quarter of2001, 
compared to $63.4 million for the comparable period in 2000. 

Florida Power's total kilowatt-hour sales increased 3.4 percent during the first quarter of2001, compared with 2000. The 
improvement was primarily due to strong customer growth and colder temperatures in January of 200 I. 

Retail sales were up 5 percent as Florida Power provided electric service to approximately 38,400 new customers during 
the first quarter of 2001 compared with the same period last year. Weather, a key factor influencing usage among 
residential customers, favorably influenced retail sales for the quarter. Usage among residential customers was nearly 12 
percent higher during the quarter when compared with the same period last year. 

Wholesale sales decreased slightly compared to 2000, which is attributable to lower sales to Seminole Electric 
Cooperative, Florida Power's largest wholesale customer. 

Fuel used in generation and purchased power increased $78 million and $22 million, respectively, for the first quarter of 
2001 when compared to the same period last year. The increase is due mainly to the increased price of coal, oil and gas 
and increased usage. Fuel and purchased power expenses are recovered primarily through cost recovery clauses and, as 
such, have no material impact on operating results. 

Operations and maintenance expense decreased slightly during the quarter. The decrease is due primarily to lower 
employee-related costs resulting from the reorganization after the acquisition by Progress Energy. 

Depreciation and amortization increased $66.4 million primarily due to accelerating the amortization of the Tiger Bay 
regulatory asset in March 2001. The additional amortization had no significant earnings impact as it was offset by the 
recognition of $63 million of revenues that were deferred pursuant to a regulatory order in the fourth quarter of 2000. 

ELECTRIC FUELS CORPORATION 

Electric Fuels makes up the majority of Florida Progress' diversified operations. The results of operations for Electric 
Fuels' Energy and Related Services, Rail Services and Inland Marine Transportation units are discussed below. 

and Related - Earnings at the Energy and Related Services Group increased $16.5 million from the same 
period in the prior year. The increase was due primarily to higher synthetic fuel sales and related tax credits during the 
quarter compared with last year (See "Other Matters" below). Improved operating results of the gas operations, resulting 
from increases in the number of wells and a higher price for natural gas, also contributed to increased earnings in the 
Energy and Related Services group. 

Rail Services - Results in the Rail Services group decreased $3.0 million when compared to 2000. Current year results 
were negatively affected by the significant downturn in the domestic scrap market and the continuing weak market for 
railcar parts. 

Marine - Earnings from the Inland Marine Transportation group decreased $0.9 million when 
compared to last year. The decrease was primarily due to the impact of severe weather conditions and higher diesel fuel 
costs. 

Progress Energy has hired a [mandaI adviser to assist Florida Progress in evaluating its strategic alternatives with respect to the 
Rail Services and Inland Marine Transportation business segments. 
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OTHER 

The other group includes teleconununications, holding company and financing expenses. The increased loss over the frrst 
quarter of 2000 is due primarily to the recording of an intra-period income tax allocation adjustment. Generally accepted 
accounting principles require companies to apply a levelized effective tax rate to interim periods that is consistent with the, 

- estimated annual rate. Income tax expense was increased by $14.8 million for the frrst quarter of 2001, and decreased by 
$7.6 million for the first quarter of 2000, to maintain an effective tax rate consistent with the estimated annualrate. The tax 
credits associated with the Company's synthetic fuel operations lower the overall effective tax rate. These credits, along 
with seasonal earnings variations, can also cause large swings in the effective tax rate for interim periods. Therefore, this 
adjustment will vary each quarter, but have no effect on net income for the year. The teleconununications group also had 
slightly higher losses than the first quarter of 2000 due to continued expansion of the business. 

The 

MATERIAL CHANGES IN LIQUIDITY AND CAPITAL RESOURCES 

Florida Progress' capital expenditures are expected to be funded primarily from internally generated funds, loans from the 
non-utility money pool (discussed below) and debt. During the first three months of 200 1, $44.0 million was spent on the 
Florida Power construction program and $30.1 million was spent in diversified operations. 

During the first quarter of 200 I, Progress Capital Holdings retired a total of $31 million in Medium-Term Notes. The $6 
million of medium-term notes that were retired in January had a 9.95% coupon rate and the $25 million of medium-term 
notes that were retired in February had a 6.13% coupon rate. Progress Capital issued conunercial paper to fund the 
maturing medium-term notes. 

Company and its subsidiaries participate in two internal money pools, operated by Progress Energy, to more 
effectively utilize cash resources and to reduce outside short-term borrowings. Short-term borrowing needs are met first 
by available funds of the money pool participants. Borrowing companies pay interest at a rate designed to approximate the 
cost of outside short-term borrowings. Subsidiaries that invest in the money pool earn interest on a basis proportionate to 
their average monthly investment. The interest rate used to calculate earnings approximates external interest rates. Funds 
may be withdrawn from or repaidto the pool at any time without prior notice. 

OTHER MATTERS 

Regional Transmission Organization 

In October 2000, Florida Power, along with Florida Power & Light Company and Tampa Electric Company, filed with 
Federal Energy Regulatory Commission (FERC) an application for approval of a Regional Transmission Organization 
(RTO) for peninsular Florida, currently named GridFlorida. On March 28, 2001, FERC gave preliminary approval for the 
formation of GridFlorida to manage the power market for peninsular Florida. In conjunction with the preliminary 
approval, FERC has requested that a new approach on market design issues be submitted within 60 days in addition to a 
better congestion management plan. See "Regulatory Developments" below for additional GridFlorida developments. 

Synthetic Fuels Tax Credits 

On April 20, 2001 and May 4, 2001, the Internal Revenue Service (IRS) released Revenue Procedure 2001-30 and 
Revenue Procedure 2001-34, respectively, that outline the conditions that must be met to receive a Private Letter Ruling 
(PLR) for Section 29 tax credits from the IRS. PLRs represent advance rulings from the IRS applying its interpretation of 
the tax law to an entities' facts for Section 29 credits. The Company continues to pursue PLRs for its two majority-owned 
facilities and two minority-owned facilities that have not received PLRs. In management's opinion, the Company is 
complying with all the necessary requirements to be allowed such credits under Section 29, although it cannot provide 
with certainty that it will receive PLRs or prevail on any credits taken. 

Regulatory Developments 

On May 3, 2001, the FPSC staff reconunended to the FPSC that it require Florida Power to submit minimum filing 
requirements, based on a 2002 projected calendar year, by September 15, 2001 to initiate a base rate proceeding regarding 
Florida Power's future base rates. The FPSC staff also recommended that pending completion of the Florida Power rate 
case, annual revenues of $114 million should be held subject to refund to Florida Power's customers. The FPSC staff has 
asked the FPSC to consider its recommendations on May 15, 2001. Florida Power's current rate agreement expires on 
June 30, 2001. On May 14, 2001, Florida Power filed a proposed rate reduction with the FPSC that includes plans to 
increase generating capacity, improve reliability and enhance customer service. The Company will continue to work with 
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<a> 

(b) 

the FPSC staff and other interested parties to resolve the outstanding issues. The Company cannot predict the outcome of 
this matter. 

In its May 3, 2001 recommendation, the FPSC staff expressed concerns related to Florida Power's plans to participate in 
the creation of the GridFlorida RTO along with Florida Power & Light Company and Tampa Electric Company. The 

-

FPSC staff raised questions about the prudence of establishing the new system and costs associated with the process: The 
Company is continuing to evaluate the concerns the FPSC staff has raised about GridFlorida and the impact those concerns 
might have on the implementation of the GridFlorida RTO plan this year. The Company cannot predict the outcome of 
this matter. 

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 

INTEREST RATE RISK 

Certain market risks are inherent in Florida Progress' financial instruments, which arise from transactions entered into in 
the normal course of business. Florida Progress' primary exposures are changes in interest rates with respect to long-term 
debt, commercial paper and the FPC obligated mandatorily redeemable securities of trust, and fluctuations in the return on 
marketable securities with respect to its nuclear decommissioning trust funds. Florida Progress' exposure to return on 
marketable securities for the decommissioning trust funds has not changed materially since December 31,2000. The total 
fixed rate debt at March 31,2001 was $1.6 billion, with an average interest rate of 6.79% and the total commercial paper 
outstanding at March 31,2001 was $500 million, with an average interest rate of 5.86%. Florida Progress also had $300 
million outstanding of FPC mandatorily redeemable securities of trust, with an average interest rate of 7.10%. 

PART II. OTHER INFORMATION 

ITEM 1. LEGAL PROCEEDINGS 

There have been no material developments for the matters discussed in the 2000 Form lO-K, Item 3. Certain legal matters 
are set forth in Part I, Item 1. See Note 7 to the Financial Statements. 

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K 

Exhibits: 

None 

Reports on Form 8-K: 

During the first quarter of 2001, Florida Progress and Florida Power filed the following combined reports on Form 
8-K: 

None 
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SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to 
be signed on its behalf by the undersigned thereunto duly authorized. 

FLORIDA PROGRESS CORPORATION 

Date: May 15,2001 By: lsI Peter M. Scott III 

Peter M. Scott III 
Executive V ice President and 
Chief Financial Officer 

By: lsI Robert H. Bazemore, Jr. 

Robert H. Bazemore, Jr. 
Vice President and Controller 
Chief Accounting Officer 
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SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to 
be signed on its behalf by the undersigned thereunto duly authorized. 

FLORIDA POWER CORPORA nON 

Date: May 15,2001 By: 151 Peter M. Scott III 

Peter M. Scott III 
Executive Vice President and 
Chief Financial Officer 

By: 151 Robert H. Bazemore, Jr. 

RobertH. Bazemore, Jr. 
Controller 
Chief Accounting Officer 
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UNITED STATES . 
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REGISTERED PURSUANT TO SECTION OF THE ACT 
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of FPC Capital I (and the Guarantee of Florida Progress with respect thereto) 

Florida Power Corporation: None 
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Florida Progress Corporation: None 
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Registrant Description 

As of February 28, 2001, the aggregate market value of the voting stock held by non-affiliates of Florida Progress Corporation as 
of February28,2001 was $-0-. All of the common stock of Florida Progress Corporation is owned by Progress Energy, Inc. 

As of February 28, 2001, the aggregate market value of the voting stock held by non-affiliates of Florida Power Corporation as 
of January 31,2001 was $-0-. All of the common stock of Florida Power Corporation is owned by Florida Progress Corporation. ' 

As of January 31, 2001, each registrant had the following shares of common stock outstanding: 

Shares 
Florida Progress Corporation Common Stock (without par value) 98,616,658 
Florida Power Corporation Common Stock (without par value) 100 

( 
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GLOSSARY OF TERMS 

The following abbreviations or acronyms used in the text of this combined FORM 10-K are defined below: 

MEANING 

AFUDC ..................................................... Allowance for funds used during construction 

AOC .......................................................... Administrative Order on Consent 

AST ........................................................... Advanced Separation Technologies 

Btu 	 British thennal units ............................................................. 


CAAA . ...................................................... Clean Air Act Amendments of 1990 

CERCLA or Superfund ............................. Comprehensive Environmental Response Compensation & Liability Act 

CVO .......................................................... Contingent Value Obligation 

Company or Florida Progress .................... Florida Progress Corporation 

CP&L ........................................................ Carolina Power and Light Company 

CP&L Energy ............................................ CP&L Energy, Inc. 

CR) ................. : ......................................... Florida Power's nuclear generating plant, Crystal River Unit No.3 

DOE .......................................................... United States Department of Energy 

EBITDA .................................................... Earnings before Interest, Taxes, Depreciation and Amortization 

Electric Fuels ............................................. Electric Fuels Corporation 

EMF .......................................................... electromagnetic fields, or electric and magnetic fields 

EPA........................................................... United States Environmental Protection Agency 

ERISA ....................................................... Employee Retirement Income Security Act of 1974 

Energy Ventures ........................................ Progress Energy Ventures 

FASB ......................................................... Financial Accounting Standards Board 

FDEP ......................................................... Florida Department of Environmental Protection 

FERC ......................................................... Federal Energy Regulatory Commission 

Financial Statements ................................. Florida Progress' Financial Statements 

and Florida Power's Financial Statements, for the year 
ended December 31, 2000 contained under Item 8 herein 

Florida Power or the utility ....................... Florida Power Corporation 

Florida Progress or the Company .............. Florida Progress Corporation 

FPSC ...................... , .................................. Florida Public Service Commission 

FRCC ........................................................ Florida Reliability Coordinating Council 

Funding Corp . ........................................... Florida Progress Funding Corporation 

Georgia Power ........................................... Georgia Power Company 

IRS ............................................................ Internal Revenue Service 

KV ............................................................. Kilovolts 

kVA ........................................................... Kilovolt Amperes 

LTIP ........... : .............................................. Florida Progress Long-Term Incentive Plan 

MD&A . .. .... ... ... ............... ....... .. �. ... .... ... ..... Management's Discussion and Analysis of Financial Condition 

and Results of Operations 
MEMCO .................................................... 
MEMCO Barge Line, Inc. 

MGP .......................................................... Manufactured Gas Plant 

Mid-Continent ........................................... Mid-Continent Life Insurance Company 

MW ........................................................... megawatts 

NEIL ...................................................... ; .. Nuclear Electric Insurance Limited 

NERC ........................................................ North American Electric Reliability Council 

NPL........................................................... National Priorities List 

NRC .......................................................... United States Nuclear Regulatory Commission 

PLR ........................................................... Private Letter Ruling 

Preferred Securities ...... .... ............... .... 7.10% Cumulative Quarterly Income Preferred Securities, Series A, of 
......

. 	FPC Capital I, fully and unconditionally guaranteed by Florida 
Progress 

Preferred Stock .......................................... Florida Power Cumulative Preferred Stock, $ 100 par value 

Progress Capital ........................................ Progress Capital Holdings, Inc. 

Progress Energy ........................................ Progress Energy, Inc. 

Progress Rail ............................................. Progress Rail Services Corporation 

Progress Telecom ...................................... Progress Telecommunications Corporation 

PRP ........................................................... potentially responsible party, as defined in CERCLA 

PUHCA ..................................................... Public Utility Holding Company Act of 1935, as amended 

PURPA ...................................................... Public Utility Regulatory Policies Act of 1978 
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QFs ............................................................ 

GLOSSARY OF TERMS (cont.) 

The following abbreviations or acronyms used in the text of this combined FORM IO-K are defined below: 

MEANING 

Qualifying facilities 
Retirement PIan ......................................... Florida Progress Corporation Retirement Plan for Exempt and 


Nonexempt Employees 
RIIFS ......................................................... Remedial Investigation and Feasibility Study 

RTO .......................................................... Regional Transmission Organization 

SEC ........................................................... United States Securities and Exchange Commission 

SEC} .......................................................... Seminole Electric Cooperative Inc. 

Section 29........... ...... ............ ..................... Section 29 of the Internal Revenue Service Code 

Seminole or Seminole Electric .................. Seminole Electric Cooperative, Inc. 

SERF ......................................................... Florida Progress Corporation Supplemental Executive Retirement Plan 

SF AS ......................................................... Statements of Financial Accounting Standards 

SNF ... ..... .. . . . .  .... ............................... ........... spent nuclear fuel 

TECO ........................................................ Tampa Electric Company 

the Trust .................................................... FPC Capital I 

Title IV ...................................................... Title IV, Acid Rain Control 

TSR ........................................................... T otal Shareholder Return 

TRI ............................................................ Toxic Release Inventory 
_ 
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SAFE HARBOR FOR FORWARD-LOOKING STATEMENTS 

The matters discussed throughout this FORM IO-K that are not historical facts are forward-looking and, accordingly, involve 
. 

estimates, projections, goals, forecasts, assumptions, risks and uncertainties that could cause actual results or outcomes to differ 

materially from those expressed in the forward-looking statements. 

Examples of forward-looking statements include, but are not limited to, statements under the following headings in 
Management's Discussion and Analysis: 1) "Liquidity and Capital Resources" about estimated capital requirements through the 
year 2003 and future financing plans and 2) "Other Matters" about the effects of new environmental regulations, nuclear 
decommissioning costs and the effect of electric utility industry restructuring. 

Any forward-looking statement speaks only as of the date on which such statement is made, and the Company undertakes no 
obligation to update any forward-looking statement or statements to reflect events or circumstances after the date on which such 
statement is made. 

Examples of factors that you should consider with respect to any forward-looking statements made throughout this document 
include, but are not limited to, the following: governmental policies and regulatory actions (including those of the Federal 
Energy Regulatory Commission, the Environmental Protection Agency, the Nuclear Regulatory Commission, the Department of 
Energy, the Florida Public Service Commission), particularly legislative and regulatory initiatives that may impact the speed and 
degree of the restructuring of the electricity industry; the outcome of legal and administrative proceedings before our courts. and 
principal regulators; risks associated with operating nuclear power facilities, availability of nuclear waste storage facilities, and 
nuclear decommissioning costs; changes in the economy of areas served by Florida Power; the extent to which we are able to 
obtain adequate and timely rate recovery of costs, including potential stranded costs arising from the restructuring of the 
electricity industry; weather conditions and catastrophic weather-related damage; general industry trends, realization of cost 
savings related to synergies resulting from the acquisition by Progress Energy, increased competition from energy and gas 
suppliers, and market demand for energy; inflation and capital market conditions; the success of our direct and indirect 
subsidiaries; the extent to which we are able to use tax credits associated with the operations of the synthetic fuel facilities; and 
unanticipated changes in operating expenses and capital expenditures. 

All such factors are difficult to predict, contain uncertainties that may materially affect actual results, and may be beyond the 
control of the Company. New factors emerge from time to time, and it is not possible for management to predict all such factors, 
nor can it assess the effect of each such factor on the Company. 
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BUSINESS 

ACQUISITION 

ITEM 1. 

an 

PART I 

Florida Progress Corporation (Florida Progress or the Company, which term includes consolidated subsidiaries 
unless otherwise indicated) is a wholly-owned subsidiary of Progress Energy, Inc. (Progress Energy), a registered 
holding company under the Public Utility Holding Company Act (PUHCA) of 1935. Progress Energy and its 
subsidiaries, including Florida Progress, are subject to the regulatory provisions of the PUHCA. Florida Progress is 
the parent company of Florida Power Corporation (Florida Power or the utility) and certain other subsidiaries. 

controls Florida Power Corporation and the other Florida Progress subsidiaries through its 

the acquisition of Florida Progress by CP&L Energy,· Inc. (CP&L Energy) became 
On December 4,2000, the consolidated company was renamed Progress Energy. 

Florida Progress' revenues for the year ended December 31, 2000, were $4.5 billion, and assets at year-end were 
Its principal executive offices are located at 410 South Wilmington Street, Raleigh, North Carolina 

27601-1748, telephone number (919) 546-6111. Information about Florida Progress and its subsidiaries can be 
found at Progress Energy's home page on the Internet's World Wide Web at http://www.progress.energy.com. the 
contents of which are not a part of this document. Florida Progress was incorporated in Florida on January 21, 1982. 

Florida Progress defines its principal business segments as utility and diversified operations. Florida Power, Florida 
Progress' largest subsidiary, is the utility segment and encompasses all regulated public utility operations (See Item 

Utility Operations - Florida Power"). Progress Capital Holdings, Inc. (PrQgress Capital) is the 
downstream holding company for Florida Progress' diversified subsidiaries, which provides financing for the non­

The diversified operations segment includes Electric Fuels Corporation (Electric Fuels), 
energy and transportation company. The three primary segments of Electric Fuels are: Energy and Related Services, 
Rail Services, and Inland Marine Transportation. (See Item 1 "Business-Diversified Operations.") Progress Energy 
has hired a fmandal adviser to assist Florida Progress in evaluating its strategic alternatives with respect to two of 
these business segments, Rail Services and Inland Marine Transportation. For information concerning the revenues, 
operating profit and assets attributable to Florida Progress' business segments, see Note 13 to Florida Progress ' 
financial statements and Florida Power's fmancial statements for the year ended December 31, 2000, contained 

effective amendment requesting an SEC order to divest of certain holdings of EFC. 

GENERAL 

COMPANY 

Progress Energy 
ownership of Florida Progress. 

On November 30, 2000, 
effective. 

$6.5 billion. 

I "Business -

utility operations. 

herein under Item 8 (the "Financial Statements"). 

Florida Progress common stock. 
Florida Progress shareholders was 1.3473. 
upon the net 
subsidiaries of Florida Progress in 1999. 

Pursuant to the SEC's 
immaterial non-utility businesses. 
November 30, 2001 

commitment to divest of those businesses. 

On November 30,2000, CP&L Energy, which subsequently changed its name to Progress Energy, acquired aU of 
the outstanding shares of Florida Progress' common stock in accordance with the Amended and Restated Plan of 
Exchange, including the related Plan of Share Exchange, dated as of August 22, 1999, as amended and restated as of 
March 3, 2000, among CP&L Energy, Florida Progress and Carolina Power & Light Company (CP&L). Florida 
Progress Shareholders received $54.00 in cash or shares of Progress Energy commo n stock having a value of 
$54.00, subject to proration, and one contingent value obligation (CVO) in exchange for each of their shares of 

The exchange ratio for the shares of Progress Energy common stock issued to 
Each CVO represents the right to receive contingent payments based 

after-tax cash flow to Progress Energy generated by four synthetic fuel facilities purchased by 

Progress Energy has hired a financial adviser to assist Florida Progress in evaluating its strategic alternatives with respect to 
two of Electric Fuels' business segments, Rail Services and Inland Marine Transportation. 

order dated November 27, 2000, Progress Energy has conunitted to divest of certain 
Progress Energy has also agreed to file a response or responses with the SEC by 

that will either provide a legal basis for retaining certain other non-utility businesses or a 
On March 22, 2001, Progress Energy and the Company filed a post 
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ENVIRONMENTAL 

General 

In the areas of air quality, water quality, control of toxic substances and hazardous and solid wastes and other 
environmental matters, the Company is subject to regulation by various federal, state and local authorities. The 
Company considers itself to be in substantial compliance with those environmental regulations currently applicable 
to its business and operations and believes it has all necessary pennits to conduct such operations. Environmental 
laws and regulations constantly evolve and the ultimate costs of compliance cannot always be accurately estimated. 

Clean Air Legislation 

The 1990 amendments to the Clean Air Act require substantial reductions in sulfur dioxide and nitrogen oxide 
emissions from fossil-fueled electric generating plants. The Clean Air Act required Florida Power to meet more 
stringent provisions effective January I, 2000. The Company meets the sulfur dioxide emissions requirements by 
fuel switching and maintaining sufficient sulfur dioxide emission allowances. Installation of additional equipment 
was necessary to reduce nitrogen oxide emissions. Increased operation and maintenance costs, including emission 
allowance expense, installation of additional equipment and increased fuel costs are not expected to be material to 
the financial position or results of operations of the Company. 

The U.S. Environmental Protection Agency (EPA) has been conducting an enforcement initiative related to a 
number of coal-fired utility power plants in an effort to detennine whether modifications at those facilities were 
subject to New Source Review requirements or New Source Performance Standards under the Clean Air Act. 
Florida Power has recently been asked to provide information to the EPA as part of this initiative and has cooperated 
in providing the requested information. The EPA has initiated enforcement actions against other utilities as part of 
this initiative, some of which have resulted in or may result in settlement agreements calling for expenditures, 
ranging from $1.0 billion to $1.4 billion. These settlement agreements have generally called for expenditures to be 
made over extended time periods, and some of the companies may seek recovery of the related costs through rate 
adjustments. The Company cannot predict the outcome of this matter. 

Superfund 

The provisions of the Comprehensive Environmental Response, Compensation and Liability Act of 1980, as 
amended (CERCLA), authorize the EPA. to require the clean up of hazardous waste sites. This statute imposes 
retroactive joint and several liability. Some ¬tates have similar types of legislation. There are presently several sites 
with respect to which the Company has been notified by the EPA, the State of Florida or other state agencies with 
respect to potential liability, as described below in greater detail. 

Various organic materials associated with the production of manufactured gas, generally referred to as coal tar, are 
regulated under various federal arid state laws. The lead or sole regulatory agency that is responsible for a particular 
former coal tar site depends largely upon the state in which the site is located. There are several manufactured gas 
plant (MGP) sites to which Florida Power has some connection. In this regard, Florida Power, with other potentially 
responsible parties, is participating in investigating and, if necessary, remediating former coal tar sites with several 
regulatory agencies, including, but not limited to, the EPA and the Florida Department of Environment and 
Protection (FDEP). Although Florida Power may incur costs at these sites about which it has been notified, based 
upon current status of these sites. Florida Power does not expect those costs to be material to the financial position 
or results of operations of the Florida Power. 

The Company is periodically notified by regulators such as the EPA and various state agencies of their involvement 
or potential involvement in sites, other than MGP sites, that may require investigation and/or remediation. Although 
the Company may incur costs at the sites about which they have been notified, based upon the current status of these 
sites, the Company does not expect those costs to be material to the financial position or results of operations of the 
Company. 

Other Environmental Matters 

Florida Power has filed claims with the Company's general liability insurance carriers to recover costs arising out of 
actual or potential environmental liabilities. Some claims have settled and others are still pending. While 
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BILLED ELECTRIC REVENUES 

PURCHASED 

Type 

management cannot predict the outcome of these matters, the outcome is not expected to have a material effect on 
the fmancial position or results of operations. 

UTILITY OPERATIONS - FLORIDA POWER 

GENERAL 

Florida Power was incorporated in Florida in 1899, and is an operating public utility engaged in the generation, 
purchase, transmission, distribution and sale of electricity. Florida Power has a total summer generating capacity 
(including jointly-owned capacity) of 8,012 megawatts (MW). In 2000, the utility accounted for 65% of Florida 
Progress' consolidated revenues, 76% of its assets and 81 % of its income before merger-related and impairment 
charges. 

Florida Power provided electric service during 2000 to an average of 1.4 million customers in west central Florida. 
Its service area covers approximately 20,000 square miles and includes the densely populated areas around Orlando, 
as well as the cities of S1. Petersburg and Clearwater. Florida Power is interconnected with 20 municipal and 9 rural 
electric cooperative systems. Major wholesale power sales customers include Seminole Electric Cooperative, Inc. 
(Seminole) and, Florida Municipal Power Agency. For further information with respect to rates, see Note 14 to the 
Financial Statements. 

Florida Power's electric revenues billed by customer class, for the last three years, are shown as a percentage of total 
electric revenues in the table below: 

BILLED ELECTRIC REVENUES 

Revenue Class 2000 1999 1998 
Residential 53% 54% 55% 
Commercial 24% 24% 23% 
Industrial 8% 8% 8% 
Other retail 5% 5% 6% 
Wholesale 10% 9% 8% 

Important industries in the territory include phosphate and rock mining and processing, electronics design and 
manufacturing and citrUs and other food processing. Other important commercial activities are tourism, health care, 
construction and agriCUlture. 

FUEL AND POWER 

General 

Florida Power's consumption of various types of fuel depends on several factors, the most important of which are 
the demand for electricity by Florida Power's customers, the availability of various generating units, the availability 

' 
and cost of fuel and the requirements of federal and state regulatory agencies. Florida Power's energy mix for the 
last three years is presented in the following table: 

ENERGY MIX PERCENTAGES 

Fuel 2000 1999 1998 
Coal (1) 34% 35% 38% 
Oil 15% 17% 20% 
Nuclear 15% 14% 15% 
Gas 14% 13% 6% 
Purchased Power 22% 21% 21% 

(1) Includes synthetic fuel and pet coke. 

Florida Power is generally permitted to pass the cost of recoverable fuel and purchased power to its customers 
through fuel adjustment clauses. The future prices for and availability of various fuels discussed in this report cannot 
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be predicted with complete certainty. However, Florida Power believes that its fuel supply contracts, as described 
below, will be adequate to meet its fuel supply needs. 

Florida Power's average fuel costs per million British thermal units (Btu) for each year of the three-year period 
ended December 3 1,2000, were as follows: 

AVERAGE FUEL COST 
(per million Btu) 

2000 1999 1998 
Coal ( 1) $ 1.89 $1.86 $ 1.89 
Oil (2) 4.15 2.36 2. 18 
Nuclear ,47 .46 
Gas (2) 4.32 3. 18 3.22 
Weighted Average 2.46 1.9 1 1.8 1 

( 1 ) Includes synthetic fuel and pet coke. 

(2) 	 The unit price for oil and gas increased significantly from 1999 to 2000 due to market conditions. Since these 
costs are recovered through recovery clauses established by regulators, the increase does not affect net income. 

Coal 

Florida Power anticipates a combined requirement of approximately 5.5 million to 6.0 million tons of coal and 
synthetic fuel in 200 1. Most of the coal is expected to be supplied from the Appalachian coal fields of the United 
States. Approximately two-thirds of the fuel is expected to be delivered by rail and the remainder by barge. The 
fuel is supplied by Electric Fuels pursuant to contracts between Florida Power and Electric Fuels, which expire in 
2002 and2004. (See Note 15 to the Financial Statements.) 

For 200 1, Electric Fuels has long-term contracts with various sources for approximately 38% of the fuel 
requirements of Florida Power's coal units. These long-term contracts have price adjustment provisions. Electric 
Fuels expects to acquire the remainder in the spot market and under short-term contracts. Electric Fuels does not 
anticipate any problems obtaining the remaining Florida Power requirements for 200 1 through short-term contracts 
and purchases in the spot market. (See Note 15 to the Financial Statements.) 

Oil and Gas 

Oil is purchased under contracts and in the spot market from several suppliers. The cost of Florida Power's oil is 
determined by world market conditions. Management believes that Florida Power has access to an adequate supply 
of oil for the reasonably foreseeable future. Florida Power's natural gas supply is purchased under firm contracts 
and in the spot market from numerous suppliers and is delivered under fum, released frrm and interruptible 
transportation contracts. Florida Power believes that existing contracts for oil are sufficient to cover its requirements 
when natural gas transmission that is purchased on an interruptible basis is not available. 

Nuclear 

Nuclear fuel is processed through four distinct stages. Stages I and II involve the mining and milling of the natural 
uranium ore to produce a concentrate and the conversion of this uranium concentrate into uranium hexafluoride. 
Stages 1lI and IV entail the enrichment of the uranium hexafluoride and the fabrication of the enriched uranium 
hexafluoride into usable fuel assemblies. 

Florida Power expects to meet its future nuclear fuel requirements from inventory on hand and amounts received 
under contract. Although Florida Power calUlot predict the future availability of uranium and nuclear fuel services, 
Florida Power does not currently expect to have difficulty obtaining uranium oxide concentrate and the services 
necessary for its conversion, enrichment and fabrication into nuclear fuel. 

Pllrchased Power 

Florida Power, along with other Florida utilities, buys and sells economy power through the Florida energy 
brokering system. Florida Power also purchases 1,300 MW of power under a variety of purchase power agreements. 
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As of December 31, 2000, Florida Power had long-term contracts for ·the purchase of about 460 MW of purchased 
power with other investor-owned utilities, including a contract with The Southern Company for approximately 400 
MW. Florida Power also purchased 831 MW of its total capacity from certain qualifying facilities (QFs). The 
capacity currently available from QFs represents approximately 10% of Florida Power's total installed system 
capacity. (See Item 2 "Properties - Utility Operations," Item 7 "MD&A - Fuel, Purchased Power and Energy 
Conservation Costs" and Note 15 to the Financial Statements.) 

COMPETITION 

Electric Industry Restructuring 

Florida Power continues to monitor progress toward a more competitive environment and has actively participated 
in regulatory reform deliberations in Florida. Movement toward deregulation in this state has been affected by 
recent developments related to deregulation of the electric industry in California. 

On January 31, 200 I, the Florida 2020 Study Commission voted to forward a "proposed outline for wholesale 
restructuring" to the Florida legislature for its consideration in the 2001 session. The legislative session begins 
during the first week of March and concludes during the first week of May. The wholesale restructuring outline is 
intended to facilitate the evolution of a more robust wholesale marketplace in Florida. The current proposal includes 
several key provisions such as independent power producers would be allowed to compete in the Florida wholesale 
market, existing base rates would be frozen for three years and generating assets owned by regulated utilities would 
be transferred to affiliates at net book value among others. The study commission has a deadline of December 200 I 
to propose recommendations with respect to retail restructuring. 

Regional Transmission Organizations 

-

On December 20, 1999, Federal Energy Regulatory Commission (FERC) issued Order No. 2000 on Regional 
Transmission Organizations (RTO). The Order required public utilities that own, operate or control interstate 
electricity transmission facilities to have filed, by October 2000, either a proposal to participate in an RTO or an 
alternative filing describing efforts and plans to participate in an RTO. 

In October 2000, Florida Power, along with Florida Power & Light Company and Tampa Electric Company, filed 
with FERC an application for approval of an RTO for peninsular Florida, currently named GridFlorida. On January 
10, 2001, PERC rendered a positive order on certain aspects of the GridFIorida RTO application, specifically 
governance and certain financial obligations. The three companies are continuing to make progress towards the 
development of GridFlorida. 

Merchant Plants 

In August 1998, Duke Energy filed a petition to build Florida's first merchant power plant, a 514-megawatt facility 
to be located in Volusia County, Florida. The plant would provide 30 megawatts of energy to the Utilities 
Commission of the City of New Smyrna Beach and the remaining capacity would be available for wholesale sales. 

In a move Florida Power believed to be contrary to the existing state law, the Florida Public Service Commission 
(FPSC) granted Duke Energy's petition. Florida Power and other. Florida utilities filed an appeal of the FPSC's 
decision with the Florida Supreme Court. In April 2000, the Florida Supreme Court ruled in favor of Florida Power 
and other utilities and reversed the FPSC's order. In December 2000, Duke Energy filed a petition for certiorari 
with the U.S. Supreme Court. On March 5, 2001, the U.S. Supreme Court denied Duke Energy's petition for 
certiorari. 

Franchise Agreements 

By virtue of state and municipal legislation, Florida Power holds franchises with varying expiration dates in most of 
the municipalities in which it distributes electric energy. However, Florida Power does serve within a number of 
municipalities and in all its unincorporated areas without existing franchise ordinances. Approximately 37% of 
Florida Power's total utility revenues for 2000 were from the incorporated areas of the 109 municipalities that have 
enacted franchise ordinances. The general effect of these franchises is to provide for the manner in which Florida 
Power occupies rights-of-way in incorporated areas of municipalities for the purpose of constructing, operating and 
maintaining an energy transmission and distribution system. All but three of the existing franchises cover a 30-year 
period from the date enacted. The exceptions are two franchises each with a term of 10 years and expiring in 2001 
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and 2005, and a franchise with a tenn of 20 years expiring in 2020. Of the 109 franchises, 17 expire during 2001, 12 
expire during 2002,20 expire between January 1,2003 and December 3 1,2012 and 60 expire between January 1, 
2013 and December 31, 2030. Ongoing negotiations are taking place with the municipalities to reach an agreement 
on franchise tenns and to enact new franchise ordinances. In addition to the regulation of rights-of-way, quality of 
service and flexible tenns that anticipate retail competition are among the factors considered by municipalities 
negotiating new franchise ordinances. 

Stranded Costs 

An important issue encompassed by industry restructuring is the recovery of "stranded costs." Stranded costs 
include the generation assets of utilities whose value in a competitive marketplace would be less than their current 
book value, as wel1 as above-market purchased power commitments to QFs. Thus far, al1 states that have passed 
restructuring legislation have provided for the opportunity to recover a substantial portion of stranded costs. 

Assessing the amount of stranded costs for a utility requires various assumptions about future market conditions 
including the future price of electricity. For Florida Power, the single largest stranded cost exposure is its 
commitment to QFs. 

Florida Power has taken a proactive approach to this industry issue. Since 1996, Florida Power has been seeking 
ways to address the impact of escalating payments from contracts it was obligated to sign under provisions of Public 
Utility Regulatory Policies Act of 1978 (PURP A). 

These efforts have resulted in Florida Power successfully mitigating, through buy-outs and buy-downs of these 
contracts, more than 25% of its purchased power commitments to QFs. 

REGULATORY MATTERS 

General 

Florida Power is subject to the jurisdiction of the FPSC with respect to retail rates and the issuance of securities 
among other things. In addition, Florida Power is subject to regulation by FERC with respect to transmission and 
sales of wholesale power, accounting and certain other matters. The underlying concept of utility ratemaking is to 
set rates at a level that al10ws the utility to col1ect revenues equal to its cost of providing service including a 
reasonable rate of return on its equity. Increased competition, as a result of industry restructuring, may affect the 
ratemaking process. (See Item 7 "MD&A - Electric Industry Restructuring. ") 

Florida Power has previously entered into a stipulation agreement committing several parties not to seek any reduction in 
Florida Power's base rates or authorized range of return on equity. That agreement expires on June 30, 200 1. 

On July 7, 2000, the FPSC opened a docket to review Florida Power's earnings including the effects of the acquisition by 
Progress Energy. The FPSC's decision expected by late March 2001 has been deferred. Florida Power has agreed that if 
the FPSC subsequently takes formal action under the interim rate statute, the effective date of that action will be March 13, 
2001. The Company cannot estimate the impact ifany, at this time. 

Retail Rates 

The FPSC authorizes retail "base rates" that are designed to provide a utility with the opportunity to earn a specific 
rate of return on its "rate base", or average investment in utility plant. These rates are intended to cover al1 
reasonable and prudent expenses of utility operations and to provide investors with a fair rate of return. The FPSC 
has authorized a return on equity range for Florida Power of 11-13% and its retail base rates are based on the mid­
point of that range - 12%. 

Other Maners 

In December 2000, Florida Power received approval from the FPSC to establish a regulatory liability to defer 2000 
revenues for disposition by April 2, 2001. (See Note 14 to the Financial Statements.) 
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NUCLEAR MA TIERS 

Florida Power has one nuclear generating plant, CR3, which is subject to regulation by the Nuclear Regulatory 
Commission (NRC). The NRC's jurisdiction encompasses broad supervisory and regulatory powers over the 
construction and operation of nuclear reactors, including matters of health and safety, antitrust considerations and 
environmental impact. Florida Power has a license to operate the nuclear plant through December 3, 2016. Plans 
are in place to request the extension of the CR3 operating license in 2005. In May 2000, the NRC consented to the 
indireCt transfer of control of the CR3 operating license that occurred as a result of the acquisition by Progress 
Energy. Florida Power currently has a 91.8% ownership interest in CR3. (See Note 7 to the Financial Statements.) 

Spent nuclear fuel is stored at CR3 pending disposal under a contract with the United States Department of Energy 
(DOE). (See Note 7 to the Financial Statements.) At the present time, Florida Power has facilities on site for the 
temporary storage of spent nuclear fuel generated through the year 20 II. Florida Power plans to expand the 
capacity of its facilities on site in 2001, to allow for the temporary storage of spent nuclear fuel generated through 
the end of the license in 2016. 

Enrichment Facilities Decontamination 

Florida Power and a number of other utilities are involved in litigation against the United States challenging certain 
retroactive assessments imposed by the federal government on domestic nuclear power companies to fund the 
decommiSSioning and decontamination of the government's uranium enrichment facilities. 

On November I, 1996, Florida Power filed suit against the U.S. Government in the U.S. Court of Claims alleging 
breach of contract and illegal taking of property without just compensation. The suit arises out of several contracts 
under which the government provided uranium enrichment services at fixed prices. After Florida Power paid for all 
services provided under the contracts, the government, through federal legislation enacted in 1992, imposed a 
retroactive price increase in order to fund the decontamination and decommissioning of the government's gaseous 
diffusion uranium enrichment facilities. The government is collecting this increase through an annual "special 
assessment" levied upon all utilities that had enrichment services contracts with the government. Collection of the 
special assessments began in 1992 and is scheduled to continue for a fifteen-year period. 

To date, Florida Power has paid more than $13 million in special assessments, and if continued throughout the 
anticipated fifteen-year life, the special assessments would increase the cost of Florida Power's contracts by more 
than $23 million. Florida Power seeks an order declaring that all such special assessments are unlawful, and an 
injunction prohibiting the government from collecting future special assessments, and damages of approximately 
$9.5 million, plus interest. 

In June 1998, Florida Power, Consolidated Edison Co. and 15 other utilities filed .an action for declaratory 
judgement against the United States in the Southem District Court of New York, challenging the constitutionality of 
the $2.25 billion retroactive assessment imposed by the federal government on domestic nuclear power companies 
to fund the decommissioning and decontamination of the government's uranium enrichment facilities. In August 
1998, the utilities filed an Amended Complaint adding several additional utilities as plaintiffs. 

In February 1999, the court granted Florida Power's motion to stay the Claims Court action, pending resolution of 
the District Court case. In April 1999, the District Court ruled that it had subject matter jurisdiction, and denied the 
Government's motion to transfer the action to the Claims Court. The Government appealed the decision to the U.S. 
Court of Appeals for the Federal Circuit, which affirmed the District Court ruling. The Government filed for 
rehearing in January 2001. 

EMPLOYEES 

As of February 28, 200 I, Florida Power had approximately 4,300 regular full-time employees. The International 
Brotherhood of Electrical Workers represents approximately 2, I 00 of these full-time employees. The current union 
contract was ratified in December 1999 and expires in December 2002. 
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DIVERSIFIED OPERATIONS 

GENERAL 

Florida Progress' diversified operations are owned directly or indirectly through Progress Capital, a Florida 
corporation and wholly-owned subsidiary of Florida Progress. Progress Capital holds the capital stock of, and 
provides funding for, Florida Progress' non-utility subsidiaries. Its primary subsidiary is Electric Fuels. 

Formed in 1976, Electric Fuels is an energy and transportation company with operations organized into three 
business units. Electric Fuels' energy and related services business unit supplies coal to Florida Power's Crystal 
River Energy Complex and other utility and industrial customers. This business unit also produces and sells natural 
gas and synthetic fuel along with operating terminal services and offshore marine transportation. Electric Fuels also 
manages all of Progress Energy's synthetic fuel facilities. Electric Fuels' inland marine transportation business unit, 
MEMCO Barge Line, Inc. (MEMCO), transports coal and dry-bulk cargoes primarily on the Mississippi, lllinois and 
Ohio rivers. The rail services business unit, led by Progress Rail Services Corporation (Progress Rail), is one of the 
largest integrated processors and suppliers of railroad materials in the country. With operations in 24 states, Canada 
and Mexico, Progress Rail offers a full range of railcar parts, maintenance-of-way equipment, rail and other track 
material, railcar repair facilities, railcar scrapping and metal recycling as well as railcar sales and leasing. 

Progress Energy has hired a financial adviser to assist Florida Progress in evaluating its strategic alternatives with 
respect to two of Electric Fuels' business segments, the Inland Marine Transportation segment and the Rail Services 
segment. The Inland Marine Transportation group is led by MEMCO and the Rail Services group is led by Progress 
Rail. 

In October 1998, Florida Progress formed a new subsidiary, Progress Telecommunications Corporation (Progress 
Telecom). Progress Telecom owns and operates a voice and data fiber network that stretches from Washington, 
D.C. to Miami, Florida and conducts primarily as a carrier's carrier business. Progress Telecom markets wholesale 
fiber-optic-based capacity service in the Southeastern United States to long-distance carriers, internet service 
providers and other telecommunications companies. Progress Telecom also markets wireless structure attachments 
to wireless communication companies and governmentai entities. As of December 31, 2000, Progress Telecom 
owned and managed approximately 4,000 route miles and approximately 115,000 fiber miles of fiber optic cable. 

COMPETITION 

Florida Progress' non-utility subsidiaries compete in their respective marketplaces in terms of price, quality of 
service, location and other factors. Electric Fuels competes in several distinct markets: its coal and synthetic fuel 
operations compete in the eastern United States utility and industrial coal markets; its marine transportation and 
barge operations compete in the coal, grain and bulk products transportation markets on the Ohio, lllinois and lower 
Mississippi rivers; its marine equipment repair business competes in the inland river and gulf coast repair markets; 
and its rail operations compete in the railcar repair, parts and associated services markets primarily in the eastern 
United States, but also in the midwest and west. Factors contributing to Electric Fuels' success in these markets 
include a competitive cost structure, strategic locations and, in the case of its marine transportation operations, a 
modem fleet. There are, however, numerous competitors in each of these markets, although no one competitor is 
dominant in any industry. The business of Electric Fuels and its subsidiaries, taken as a whole, is not subject to 
significant seasonal fluctuation. Progress Telecom competes with other providers of fiber-optic telecommunications 
services, including local exchange carriers and competitive access providers, primarily in Florida. (For further 
information with respect to Florida Progress' non-utility subsidiaries and competition, see Item 7 "MD&A -
Diversified Operations.") 

EMPLOYEES 

As of February 28, 200 I, Progress Capital and its subsidiaries had approximately 4,800 regular full-time employees. 
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ITEM 2. PROPERTIES 

GENERAL 

Florida Progress believes that its physical properties and those of its subsidiaries are adequate to carry on its and 
their businesses as currently conducted. Florida Progress and its subsidiaries maintain property insurance against 
loss or damage by fire or other perils to the extent that such property is usually insured. 

UTILITY OPERATIONS 

As of December 31, 2000, the total summer generating capacity (including jointly-owned capacity) of Florida 
Power's generating facilities was 8,012 MW. This capacity was generated by 13 steam units with a capacity of 
4,716 MW, two combined cycle units with a capacity of 689 MW and 47 combustion turbine units with a capacity 
of 2,607 MW. Florida Power's generating plants (all located in Florida) and their capacities at December 31,2000, 
were as follows: 

Summer Net 
Maximum 

Primaryl 1st Year of Combined Combustion Dependable 
Alternate Location Commercial Steam Cycle Turbine Capacity 

Plants Fuel MW MW MW MW 
Crystal River: Citrus 

Unit #1 Coal 1966 379 
Unit #2 Coal 1969 486 486 
Unit #3 * Uranium 1977 834 834 
Unit #4 Coal 1982 720 720 
Unit #5 Coal 1984 717 717 

3,136 3,136 

Anclote Oil/Gas Pasco 1974 

Bartow Oil/Gas Pinellas 1958 
 187 631 
Suwannee River Oil/Gas Suwannee 1953 143 164 307 
Hines Unit 1 Gas/Oil Polk 1999 482 482 
Tiger Bay Gas Polk 1997 207 207 
Avon Park Oil/Gas Highlands 1968 52 52 
Bayboro Oil Pinellas 1973 184 184 
DeBary Oil/Gas Volusia 1975 667 667 
Higgins Gas Pinellas 1969 122 122 
Intercession City ** Oil/Gas Osceola 1974 1,029 1,029 
Rio Pinar Oil Orange 1970 13 13 
Turner Oil Volusia 1970 154 154 
University of Fla. Gas Alachua 1994 35 

4,716 689 2,607 2 

II< RepresentS 100% gross of co-owners total plant capacity. Florida Power's ownership percentage is 
91.8%. 

11<* Florida Power and Georgia Power Company (Georgia Power) are co-owners of a 143 MW advanced 
combustion turbine located at Florida Power's Intercession City site. Georgia Power has the exclusive right 
to the output of this unit during the months of June through September. Florida Power has that right for the 
remainder of the year. 

As of December 31, 2000, including both the total generating capacity of 8,012 MW and the total firm contracts for 
purchased power of approximately 1,300 MW (as identified in Item 1 under the heading "Purchased Power"), 
Florida Power had total capacity resources of approximately 9,312 MW. 

Substantially all of Florida Power's utility plant is pledged as collateral for Florida Power's First Mortgage Bonds. 
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As of December 31, 2000, Florida Power distributed electricity through 359 substations with an installed 
transformer capacity of 51,557,000 kilovolt amperes (KVA). Of this capacity, 36,658,000 KVA is located in 
transmission substations and 14,899,000 KVA in distribution substations. Florida Power has the second largest 
transmission network in Florida. Florida Power has 4,688 circuit miles of transmission lines, of which 2,642 circuit 
miles are operated at 500, 230, or 115 kilovolts (KV) and the balance at 69 KV. Florida Power has 26,801 circuit 
miles of distribution lines, which operate at various voltages ranging from 2.4 to 25 KV. 

DIVERSIFIED OPERATIONS 

Electric Fuels owns and/or operates approximately 6,000 railcars, 100 locomotives, 1,200 river barges and 20 river 
towboats that are used for the transportation and shipping of coal, steel and other bulk products. Through joint 
ventures, Electric Fuels has four oceangoing tug/barge units. An Electric Fuels subsidiary, through another joint 
venture, owns one-third of a large bulk products terminal located on the Mississippi River south of New Orleans. 
The tenninal handles coal and other products. Electric Fuels provides dry-docking and repair services to towboats, 
offshore supply vessels and barges through operations it owns near New Orleans, Louisiana. Certain river barges 
and tuglbarge units owned or operated by Electric Fuels are subject to liens in favor of certain lenders. 

Electric Fuels controls, either directly or through subsidiaries, coal reserves located in eastern Kentucky and 
southwestern Virginia. Electric Fuels owns propelties that contain estimated coal reserves of approximately 2 
million tons and controls, through mineral leases, additional estimated coal reserves of approximately 22 million 
tons. The reserves controlled by Electric Fuels include substantial quantities of high quality, low sulfur coal that is 
appropriate for use at Florida Power's existing generating units. Electric Fuels' total production of coal during 2000 
was approximately 3.7 million tons. 

In connection with its coal operations, Electric Fuels subsidiaries own and operate an underground mining complex 
located in southeastern Kentucky and southwestern Virginia. Other Electric Fuels subsidiaries own and operate 
surface and underground mines, coal processing and loadout facilities and a river terminal facility in eastern 
Kentucky, a railcar-to-barge loading facility in West Virginia, and three bulk commodity terminals: one on the Ohio 
River in Cincinnati, Ohio, and two on the Kanawha River near Charleston, West Virginia. Electric Fuels and its 
subsidiaries employ both company and contract miners in their mining activities. 

An Electric Fuels subsidiary owns a majority interest in a partnership, located in eastern Kentucky, which produces 
synthetic fuel from three facilities. Another Electric Fuels subsidiary has a minority interest in two other synthetic 
fuel facilities located in West Virginia. In 1999, Electric Fuels subsidiaries purchased four additional synthetic fuel 
facilities. Two of the facilities were relocated and began operations at Electric Fuels coal mines in Kentucky and 
Virginia in 1999. The other two facilities were relocated and began operation at river terminal locations in West 
Virginia during 2000. Also during 2000, Progress Energy Ventures, a wholly-owned subsidiary of Progress Energy, 
purchased 90% interests in two of these four recently acquired facilities. 

A subsidiary of Electric Fuels has acquired oil and gas leases on about 20,000 acres in Garfield and Mesa Counties, 
Colorado, containing proven natural gas net reserves of 60.7 billion cubic feet. This subsidiary currently operates 54 
gas wells on the properties. Electric Fuels' natural gas production in 2000 was 4.8 billion cubic feet. 

Progress Rail, an Electric Fuels subsidiary, is one of the largest integrated processors of railroad materials in the 
United States, and is a leading supplier of new and reconditioned freight car parts, rail, rail welding and track work 
components, railcar repair facilities, railcar and locomotive leasing, maintenance-of-way equipment and scrap metal 
recycling. It has facilities in 24 states, Mexico and Canada. 

Another subSidiary of Electric Fuels owns and operates a manufacturing facility at the Florida Power Energy 
Complex in Crystal River, Florida. The manufacturing process utilizes the fly ash generated by the burning of coal 
as the major raw material in the production of lightweight aggregate used in construction building blocks. 

Progress Telecom provides wholesale telecommunications services throughout the Southeastern United States. 
Progress Telecom incorporates approximately 115,000 fiber miles in its network including over 100 Points-of­
Presence. 

As a result of the acquisition by Progress Energy, Progress Telecom now manages the fiber optic network of 
Caronet, Inc. (Caronet), a subsidiary of Progress Energy, stretching from Atlanta to Washington, D. C. Progress 
Telecom plans to combine its f iber network with Caroner's fiber network in 2001. 
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03. LEGAL PROCEEDINGS 

1. 	 NCP Lake Power, Inc. v. Florida Power Corporation, Florida Circuit Court, Fifth judicial Circuit 
for Lake County, Case No. 94-23S4-CA-01 

In re: Petition for Declaratory Statement Regarding the Negotiated Contract for Purchase of Firm 
Capacity and Energy between Florida Power Corporation and Lake Cogen, LTD., Florida Public 
Service Commission, Docket No. 980509-EQ. 

Florida Power's purchased power contracts with qualifying facilities (QFs) employ separate pncmg 
methodologies for capacity payments and energy payments. Florida Power has interpreted the pricing 
provision in its qualifying facility contracts to allow it to pay an as-available energy price rather than a 
higher firm energy price when the avoided unit upon which the contract is based would not have been 
operated. 

On October 21, 1994, NCP Lake Power, Inc. (Lake), a general partner of Lake Cogen, Ltd., filed the 
above-referenced suit against Florida Power asserting breach of its QF contract and requesting a 
declaratory judgment. In December 1996, Florida Power filed a petition with the FPSC seeking approval 
of a settlement agreement between Florida Power and Lake. In November 1997, the FPSC declined 
approval, fmding the proposed settlement would exceed Florida Power's avoided costs. 

On April 9, 1998, Florida Power filed a petition with the FPSC for a Declaratory Statement that the 
contract between the parties limits energy payments thereunder to the avoided costs based upon an analysis 
of a hypothetical unit having the characteristics specified in the contract. In October 1998, the FPSC denied 
the petition. In January 1999, Florida Power filed a Notice of Appeal of this FPSC order with the Florida 
Supreme Court. Oral argument was heard in December 1999. 

Trial on Lake's action was held in Circuit Court in November and December 1998. In April 1999, the 
judge entered a non-fmal trial order. The judge granted Lake's breach of contract claim and ruled that Lake 
is entitled to receive "flI'IIl" energy payments during the on-peak hours, but for all other hours Lake is 
entitled to the "as-available" rate. The Court also ruled that for purposes of calculating damages, the breach 
of contract occurred at the inception of the contract. The judge denied Lake's breach of contract claim 
relating to a coal-pricing dispute, denied Lake's claim for injunctive relief and denied the Florida Power 
counterclaims. The court reserved jurisdiction to enable the parties to present evidence on damages. After 
hearing evidence on damages, in August 1999, the court issued a Final Judgment awarding Lake historic 
damages in the amount of $4,480,247. Lake filed a Notice of Appeal, and in September 1999, Florida 
Power filed a notice of cross appeaL The 5th District Court of Appeals heard oral argument in September 
2000, and in an unusual action, the COUlt suggested that the parties again attempt mediation. The parties 
met but did not resolve their dispute. 

On January 26, 2001, the District Court of Appeals reversed the trial court's order and held that the contract 
requires Florida Power to pay Lake the firm energy rate for all hours that the avoided unit operates, less any 
maintenance shut-down hours. The District Court of Appeals remanded the case to the trial court for a new 
trial to determine the appropriate amount of damages consistent with the appellate court's ruling. Florida 
Power has sought rehearing of the District Court of Appeal's decision. 

(See Note 15 to the Financial Statements Commitments and Contingencies - Legal Matters 
Facilities Contracts.) 

Qualifying 

2. 	 Wanda L. Adams, et al. v. Florida Power Corporation and Florida Progress Corporation, U.S. 
District Court, Middle District of Florida, Ocala Division, Case No. 95-1 23-C.V.-OC-1 O. 

On October 13, 1995, Florida Power and Florida Progress were served with a multi-party lawsuit involving 
17 former Florida Power employees. The plaintiffs generally alleged discrimination in violation of the Age 
Discrimination and Employment Act and wrongful interference with pension rights in violation of the 
Employee Retirement Income Security Act of 1974 ("ERISA") as a result of their involuntary terminations 
during Florida Power's reduction in force. While no dollar amount is specified, each Plaintiff seeks back 
pay, reinstatement or front pay through their projected dates of normal retirement, costs and attorney's fees. 
The Plaintiffs subsequently filed motions adding 39 additional plaintiffs. 
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In November 1995, Florida Power filed its answer, a motion to dismiss Florida Progress, and a 
counterclaim against five of the plaintiffs who signed releases, promising, among other things, not to sue 
Florida Power with respect to matters involving their employment or temrination. The counterclaim sought 
enforcement of the agreement, dismissal of plaintiffs' complaints, and an award of attorney's fees and costs 
of litigation. 

In October 1996, the cowt approved a joint stipulation to provisionally certify the case as a class action 
pursuant to the Age Discrimination in Employment Act. By May 28, 1997, the [mal day for individuals to 
"opt into" this action, 61 additional former employees elected to do so, for a total of 116 plaintiffs 
(although, as noted below, four of those plaintiffs have had their federal claims dismissed and 74 others 
have had their state age claims dismissed). 

In June 1998, the judge issued an order on several pending motions. The motion to dismiss Florida Progress 
was denied, but all the ERISA claims were dismissed and the state age claims of 5 plaintiffs were 
dismissed. The Motion to Dismiss 4 plaintiffs' federal age claims based on Statute of Limitations 
violations was granted. 

In December 1998, Florida Power and the plaintiffs engaged in informal settlement discussions, which 
were temrinated on December 22, 1998. However, the plaintiffs have filed a motion to enforce a purported 
$11 million oral settlement agreement. Florida Power denied that such an agreement existed and filed 
responsive pleadings to that effect. 

In August 1999, the Court dismissed the state law claims of an additional 69 plaintiffs who executed 
releases upon temrination (bringing the total number of state law claims dismissed to 74), granted the 
Florida Power motion to decertify the class, and denied the plaintiff s motion to enforce the alleged $11 
million oral settlement agreement. In October 1999, the judge certified the question of whether the case 
should be tried as a class action to the Eleventh Circuit Court of Appeals for immediate appellate review .. 
In December 1999, the Eleventh Circuit Court of Appeals agreed to review the judge's order decertifying 
the class, and oral arguments were held in January 2001. 

In anticipation of a potential ruling decertifying the case as a class action, in March 2000 the plaintiffs filed 
a motion with the District Cowt to reopen the case of et a1. vs. Florida which identified all 
opt-in plaintiffs as named plaintiffs, and to dismiss the Adams case. The Akin case was originally filed in 
an effort to preserve the litigation rights of the 61 plaintiffs who opted into the Adams ·case. The Court 
stayed the Akin case pending a ruling on Florida Power's motion to decertify the class. 

(See Note 15 to the Financial Statements - Commitments and Contingencies - Legal Matters - Age 
Discrimination Suit.) 

Florida Power Corporation v. United States, U.S. Court of Federal Claims, Civil Action No. 96-702C. 

Consolidated Edison Co., et al v. United States, United States District Court, Southern District of 
New York, Case No. 98-CIV-4115 

The Company believes this proceeding does not meet the disclosure standards for this item, and thus will 
no longer be reported on. 

(For additional information see Item 1 - Business - Nuclear Matters-"Enrichment Facilities.") 

State of Oklahoma, ex reI. John P. Crawford, Insurance Commissioner v. Mid-Continent Life 

Insurance Company, District Court of Oklahoma County, State of Oklahoma, Case No. CJ-97-2S1S-
62 

State of Oklahoma, ex rei, John P. Crawford, Insurance Commissioner as Receiver for Mid­
Continent Life Insurance Company v. Florida Progress Corporation, a Florida corporation, Jack 
Barron Critchfield, George Ruppel, Thomas Steven Krzesinski, Richard Korpan, Richard Donald 
Keller, James Lacy Harlan, Gerald William McRae, Thomas Richard Dlouhy, Andrew Joseph Beal 
and Robert Terry Stuart, Jr., District Court of Oklahoma County, State of Oklahoma, Case No. CJ­
97-2518-62 (part of the same case noted above). 
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Michael Farrimond, Pamela S. Farrimond, Angela Fry, Jowhna Hill, and Barbara Hodges, for 
themselves and al1 others similarly situated v. Florida Progress Corporation, a Florida corporation, 
Jack Barron Critchfield, George Ruppel, Thomas Steven Krzesinski, Richard Korpan, Richard 
Donald Keller, James Lacy Harlan, Gerald William McRae, Thomas Richard Dlouhy, Andrew 
Joseph Beal and Robert Terry Stuart, Jr., District Court of Oklahoma County, State of Oklahoma, 
Case No. CJ-99-130-65 

On April 14, 1997, John P. Crawford, the Oklahoma State Insurance Commissioner (Commissioner), 
received court approval to seize control as receiver of the operations of Mid-Continent Life Insurance 
Company (Mid-Continent). The Commissioner had alleged that Mid-Continent's reserves were 
understated by more than $125 million, thus causing Mid-Continent to be statutorily impaired. The 
Commissioner further alleged that Mid-Continent had violated Oklahoma law relating to deceptive trade 
practices in connection with the sale of its "Extra Life" insurance policies and was not entitled to raise 
premiums, a key element of Mid-Continent's plan to address the projected reserve deficiency. While 
sustaining the receivership, the court also ruled that premiums could be raised. Although both sides 
appealed the decision to the Oklahoma Supreme Court, those appeals were withdrawn in early 1999. 

In December 1997, the receiver filed a lawsuit (Receiver's Lawsuit) against Florida Progress, certain of its 
directors and officers, and certain fonner Mid-Continent officers, making a number of allegations and 
seeking access to Florida Progress' assets to satisfy policyholder and creditor claims. In April 1998, the 
court granted motions to dismiss the individual defendants, leaving Florida Progress as the sole remaining 
defendant in the lawsuit. 

A new Commissioner was elected in November 1998 and has worked with Florida Progress and others to 
develop a plan to rehabilitate Mid-Continent rather than pursue litigation against Florida Progress. Based 
on data through December 31, 1998, Florida Progress' actuarial estimate of the additional assets necessary 
to fund the reserve, after applying Mid-Continent's statutory surplus is in the range of $100 million. The 
amount put forth by the actuary hired by the former Commissioner was in the range of $350 million. 
Florida Progress believes that any estimate of the projected reserve deficiency would affect only the assets 
of Mid-Continent, because Florida Progress has legal defenses to any claims asserted against it. 

In January 1999, five Mid-Continent policyholders filed a purported class action (Policyholders' Lawsuit) 
against Mid-Continent and the same defendants named in the case filed by the former Commissioner. The 
complaint contains substantially the same factual allegations as those made by the former Commissioner. 
The suit asserts "Extra Life" policyholders have been injured as a result of representations made in 
connection with the sale of that policy. The suit seeks actual and punitive damages. 

On April 17, 2000, Florida Progress filed an answer in the purported policyholder class action. That 
answer denied all material allegations of the petition. On April 27, 2000, Florida Progress filed an 
amended answer and third party petition, which asserted claims for indemnity and contribution against John 
P. Crawford in his capacity as a prior actuary to Mid-Continent and Lewis & Ellis, Inc., the actuarial fJIlIl 

that designed the Mid-Continent "Extra Life" policy. 

Proposals for a plan of rehabilitation were received from various parties and opened in June 1999. In 
October 1999, the new Commissioner signed a letter of intent, subject to appro va I by the Oklahoma District 
Court, concerning the assumption of all policies of Mid-Continent. In a letter of intent in connection with 
the proposed plan of rehabilitation, Florida Progress agreed to assign all of Mid-Continent's stock to the 
receiver, and contribute $10 million to help offset future premium rate increases or coverage reductions, 
provided that; among other things, Florida Progress receives a full release from liability, and the receiver's 
action against Florida Progress is dismissed, with prejudice. The $10 million was proposed to be held in 
escrow by the Commissioner for a period of 10 years and invested for the benefit of the policyholders. Any 
proposed premium increases would have been offset by this fund until it was exhausted. The Mid­
Continent plan was originally scheduled to be considered by the Oklahoma County District Court in 
December 1999, but the Court postponed its consideration in view of objections and questions raised by 
various parties. The Court ordered the filing of new proposals by May 2000. In December 1999, Florida 
Progress accrued an additional provision for loss of $10 million. The loss was more than offset by the 
recognition of tax benefits of approximately $11 million, related to the excess of the tax basis over the 
current book value of the investment in Mid-Continent, and thus, did not have a material impact on Florida 
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Progress' consolidated fmancial position, results of operations, or liquidity. This benefit had not been 
recorded earlier due to uncertainties associated with the timing of the tax deduction. 

New proposals were submitted to the COnm:llssioner and he recommended the proposal submitted by 
American Fidelity Assurance Company (American Fidelity). In September 2000, the Oklahoma County 
District Court began a hearing to approve the rehabilitation plan proposed by the Oklahoma Insurance 
COnm:llssioner, under which American Fidelity would acquire Mid-Continent's policies. On September 26, 

. 2000, the Court approved acquisition of the Mid-Continent policies by American Fidelity. In addition, 
Florida Progress reached a settlement to resolve the Policyholders' Lawsuit. Under the terms of the 
settlement, Florida Progress agreed to contribute an additional $7.5 million towards. protecting 
policyholders in the event that future premium rate increases are necessary, and pay attorney's fees and 
expenses up to $4.875 million. Florida Progress also agreed with the Commissioner to provide 
approximately $.6 million to fund welfare benefits for retired Mid-Continent employees. Accordingly 
Florida Progress accrued $12.8 million in September 2000. The additional $7.5 million brings the total 
contribution to the fund by Florida Progress to $17.5 million. In the event that future premium rate 
increases are necessary, the $17.5 million, plus interest accrued, will offset increases until the fund is 
exhausted. Dismissal of the Receiver's Lawsuit is part of the settlement. The Policyholders' Lawsuit has 
been transferred to the rehabilitation court. On February 21,2001, the Court approved the settlement of the 
Policyholders' Lawsuit and the dismissal of the Receiver's Lawsuit. Florida Progress considers this matter 
concluded for reporting purposes. (See Note 15 to the Financial Statements - Contingencies - Mid­
Continent Life Insurance Company.) 

Calgon Carbon Corporation v. Potomac Capital Investment Corporation, Potomac Electric Power 
Company, Progress Capital Holdings, Inc., and Florida Progress Corporation, United States District 
Court for the Western District of fennsylvania, Civil Action No. 98-0072. 

Calgon Carbon Corporation (Calgon) filed a complaint on January 12, 1998, asserting securities fraud, 
breach of contract and other claims in connection with the sale to it by two of the defendants in December 
1996 of their interests in Advanced Separation Technologies, Incorporated (AST), a corporation engaged in 
the business of designing and assembling proprietary separation equipment. Prior to closing, Progress 
Capital, a wholly-owned subsidiary of Florida Progress, owned 80% of the outstanding stock of AST and 
Potomac Capital Investment Corporation (an entity unaffiliated with Progress Capital or Florida Progress) 
owned 20%. Calgon paid Progress Capital an aggregate of approximately $57.5 million (producing net 
proceeds of approximately $56 million after certain fees and expenses) in respect of Progress Capital's 
share of AST's stock. Calgon claims that AST's assets and revenues were overstated and liabilities and 
expenses were understated for 1996. Calgon also alleges undisclosed facts relating to accounting 
methodology, poor products, manufacturing and quality control problems and undisclosed warranty claims. 
Calgon seeks damages, punitive damages and the right to rescind the purchase. The defendants have filed a 
motion for summary judgement, which is pending. As a result of documents recently produced by the 
plaintiff which Florida Progress believes undercut several of Calgon' s claims, discovery has been reopened. 
Defendants will be allowed to supplement their motion. (See Note 15 to the Financial Statements 
Commitments and Contingencies - Legal Matters - Advanced Separation Technologies.) 

In Re: Joint Petition for Determination of Need for an Electrical Power Plant in Volusia County by 
the Utilities Commission, City of New Smyrna Beach, and Duke Energy New Smyrna Beach Power 
Company Ltd., L.L.P. Public Service Commission, Docket No. 98J042-EM. 

The Company believes this proceeding does not meet the disclosure standards for this item, and thus will 

no longer be reported on. 


Lisa Fruchter, on behalf of herself and all others similarly situated v. Florida Progress Corporation; 

Richard Korpan; Clarence V. McKee; Richard A. Nunis; Jean Giles Wittner; Michael P.Graney; Joan D. 
Ruffier; Robert T. Stuart, Jr.; W. D. Frederick; and Vincent J. Naimoli. Circuit Court of the 6th Judicial 
Circuit in and for Pinellas County, Florida. Case No. 99-6167CI-20 

The Company believes this proceeding does not meet the standards for disclosure of this item, and thus will 
no longer be reported on. 

Wallace Bentley, et al. v. City of Tallahassee, Interstate Fibernet, Inc. and Florida Power 
Corporation, Circuit Court for Leon County, Florida. Case No. 98-7107. 
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In December 1998, Florida Power was served with this class action lawsuit seeking damages, declaratory 
and injunctive relief for the alleged improper use of electric transmission easements. The plaintiffs contend 
that the licensing of fiber optic telecommunications lines to third parties or telecommunications companies 
for other than Florida Power's internal use along the electric transmission line right-of-way exceeds the 
authority granted in the easements. In June 1999, plaintiffs amended their complaint to add Progress 
Telecom as a defendant and adding counts for unjust enrichment and constructive trust. In January 2000, 
the court conditionally certified the class statewide. In mediation held in March 2000, the parties reached a 
tentative settlement of this claim. In January 2001, the Court preliminarily approved the amended 
settlement agreement, certified the settlement class and approved the class notice. A final settlement 
hearing date is set for June 2001. If given final approval, the settlement would not have a material adverse 
impact on the financial position, results of operations or liquidity of Florida Power or Progress Telecom. 

Legal Matters - Easement 
Litigation. ) 
(See Note 15 to the Financial Statements Commitments and Contingencies 

In the Matter of CP&L Holdings, Inc. (n.k.a. Progress Energy) On Behalf of its Public Utility 
Subsidiaries and Florida Progress Corporation On Behalf of Its Public Utility Subsidiaries, Federal 
Energy Regulatory Commission Docket Nos. ECOO-55-000 and EROO-1520-000. 

In February 2000,CP&L Holdings and Florida Progress filed with the FERC a petition seeking approval of 
their combination. An Order approving the combination was issued in July 2000. Tampa Electric 
Company (TECO) has filed a request with FERC asking that it clarify, or in the alternative, grant rehearing 
of its July Order. The request seeks two new ordering paragraphs. The first paragraph would require the 
companies to make a filing by October 15,2000 for an RTO that is in compliance with FERC Order 2000, 
and that the combination cannot be consummated until the Commission issues an order that the filing is in 
compliance with Order 2000. The second paragraph would prohibit Florida Power from augmenting its 
uncommitted generating capacity for five years; other than to serve native load customers or existing firm 
wholesale transactions. The Company believes that there is no merit to either request, and that issues 
relating to RTO compliance with FERC Order 2000 belong in the FERC docket that win be opened when 
the Florida RTO files for FERC approval. 

Under the Federal Power Act, requests for rehearing are deemed to have been denied if they are not acted 
upon within 30 days. FERC may issue an order within the 30 day time period granting or denying the 
request in whole or in part, or issue a "tolling order" granting the rehearing solely for the purposes of 
reconsideration. Rehearing requests are sometimes "tolled" to allow FERC additional time in which to 
rule. If a rehearing request is tolled, FERC rules do not require it to rule on the merits of the request within 
any time period. The Federal Power Act provides, however, that requests for rehearing do not operate as a 
stay of a FERC order unless otherwise ordered by FERC. TECO has not sought a stay ofFERC's July 12 
order. In the absence of a stay or modification of the July 12 order, the request filed by TECO does not . 
affect the authorization previously granted by FERC. 

In August 2000, PG&E National Energy Group, PG&E Generating Company and PG&E Energy Trading­
Power, L.P. filed motions with FERC in support of Tampa Electric Company's (TECO's) Request for 
Clarification or Rehearing of the FERC order, which authorized the combination of Florida Progress and. 
CP&L Energy with the requirement that the companies make a filing on or before October 15, 2000 to 
transfer operational control of their transmission facilities. Also in August, the City of Fayetteville, North 
Carolina filed a Request for Rehearing and a separate Request for Reconsideration with the FERC. On 
August 23, 2000, the FERC issued a "tolling order" granting rehearing solely for the limited purpose of 
further consideration. Rehearing requests are sometimes "tolled" in this manner to allow FERC additional 
time in which to rule. In October 2000,TECO filed with the FERC a notice of withdrawal of its request for 
clarification or rehearing. In connection therewith, Florida Power, along with Florida Power & Light 
Company and TECO, also filed with the FERC in October a comprehensive application for approval of an 
RTO for peninsular Florida. On February 7, 2001, the FERC issued an order denying the request for 
rehearing or clarification. Florida Power considers this matter concluded for reporting purposes. 

In re: Review of Florida Power Corporation's earnings, including effects of proposed acquisition of 
Florida Power Corporation by Carolina Power & Light. Florida Public Service Commission Docket 
No. 000824-EI. 
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The Company believes this proceeding does not meet the disclosure standards for this item, and thus will 
no longer be reported on. 

See Current Regulatory Environment under "Other Matters" in the Management's Discussion and Analysis 
section for more information. 

The environmental matters previously discussed in this section are now addressed in a generic discussion under Item 
I, Business, "Environmental Matters." 

ITEM 4. SUBMISSION OF MA TIERS TO A VOTE OF SECURITY HOLDERS 

Not applicable 
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PART II 

ITEM 5. MARKET FOR THE REGISTRANTS' COMMON 

Prior to the acquisition of Florida Progress by CP&L Energy on November 30, 2000, which was subsequently 
renamed Progress Energy, Florida Progress' cornmon stock was listed on the New York Stock Exchange and the 

The high and low sales prices per share, as reported as composite transactions by 
Bloomberg, and dividends declared per share were as follows: 

Low Dividends Declared 

$44 3/4 $367/8 .545 
43 114 357/8 .545 
48 39 9116 
46 15/16 41 3116 .545 

Low Dividends Declared 

$46 112 $40 1116 
50 9116 45 5/16 
537/16 467/8 .555 
56 1116 51 13/16 NIA 

trading price for Florida Progress was 54 3/16 on November 30, 2000, the effective date of the 

Florida Progress receives dividends from Florida Power. Florida Power's Amended Articles of Incorporation and its 
Indenture dated as of January 1, 1944, under which it issues first mortgage bonds, contain provisions restricting 

At December 31,2000, Florida Power's ability to pay dividends was not limited 

Florida Progress and Progress Capital have entered into a Second Amended and Restated Guaranty and Support 
of August 7, 1996, pursuant to which Florida Progress has unconditionally guaranteed the 

payment of Progress Capital's debt (as defined in the agreement). 

Florida Progress did not issue any equity securities during 2000 that were not registered under the Securities Act. 
Progress Capital, however, has a privately placed medium-term note program. (See Item 7 "MD&A-Liquidity and 
Capital Resources -Diversified Operations" and Note 10 to the Financial Statements.) 

All of Florida Power's cornmon stock is owned by Florida Progress, and as a result there is no established public 
trading market for the stock. For the past three years, Florida Power has paid quarterly dividends to Florida Progress 

shown in the Statements of Common Equity in the Financial Statements. Florida Power's 
amended articles of incorporation, and its Indenture dated as of January 1, 1944, as supplemented, under which it 
issues first mortgage bonds, contain provisions restricting dividends in certain circumstances. At December 31, 
2000,Florida Power's ability to pay dividends was not limited by these restrictions. 
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ITEM 6. SELECTED FINANCIAL DATA 

FLORIDA PROGRESS CORPORATION 

included elsewhere in this report. 

results 
Utility revenues 

The consolidated financial data should be read in conjunction with the financial statements and the notes thereto 

Years Ended December 31 

2000 1999 1998 1997 1996 

(in millions except ratios) 

2,891.2 $ 2,632.6 $ 2,648.2 $ 2,448.4 $ 2,393.6 
Diversified revenues 1,574.3 1,227.2 961.7 868.0 764.3 
Income from continuing operations 144.3(3) 314.9 281.7 54.3 (1) 250.7 
Loss from discontinued operations (26.3P) 

-

$ 

Net income $ 144.3 $ 314.9 $ 281.7 $ $ 224.4 

Assets 

Long-ternl debt 

Common stock equity 

(1) 
Mid-Continent. 

(2) 

(3) 

2,276.4 2,454.1 2,250.4 2,377.8 1,776.9 

Ratio of earnings to fixed charges 1.12 2.87 3.13 1.69 3.52 

$ 6,507.1 $ 6,414.7 $ 6,160.8 $ 5,760.0 $ 5,348.4 

Preferred stock of subsidiary 33.5 33.5 33.5 33.5 
1,987.6 2,008.7 1,862.0 1,776.0 1,924.2 

Total capitalization $ 4,297.5 $ 4,496.3 $ 4,145.9 $ 4,187.3 $ 3,734.6 

Includes charges for extended nuclear outage costs and a provision for loss on Florida Progress' investment in 
(See Note 15.) 

Represents the charge to earnings associated with Florida Progress' divestiture of Echelon International, 
formerly Progress Credit Corporation. 
For 2000, income from continuing operations includes certain merger-related and impainnent costs. 
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Operating 

Capitalization 

3.74 

4.37 

33.5 33.5 

FLORIDA POWER CORPORATION 

The financial data should be read in conjunction with the fmancial statements and the notes thereto included 

elsewhere in this report. 

Years Ended December 31 

(in millions except ratios) 
2000 1999 1998 1997 1996 

results 
Utility revenues $ 2,891.2 $ 2,632.6 $ 2,648.2 $ 2,448.4 $ 2,393.6 

Earnings for common stock $ 210.3(l) $ 265.5 $ 248.6 $ 134.4 $ 232.6 

3.87 2.75 4.80Ratio of earnings to fixed charges 3.82 

Ratio of earnings to fixed charges 
and preferred stock dividends 

Assets $ 

4.29 3.80 2.70 4.40 

4,958.4 $ 4,889.1 $ 4,928.1 $ 4,900.8 $ 4,264.0 

Long-term debt 1,397.1 1,478.8 1,555.1 1,754.4 1,296.4 
Preferred stock 33.5 33.5 33.5 
Common stock equity 1,965.0 1,820.1 1,825.5 

Total capitalization $ 3,395.6 $ $ 3,408.7 $ $ 3,155.4 
"". 

(1) For 2000, earnings for common stock include certain merger-related costs. 
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ACOUISITION 

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS 
OF OPERA nONS 

For 2000 as compared to 1999 and 1999 as compared to 1998 

OVERVIEW 

Management's Discussion and Analysis includes a review of the operating results and financial condition of Florida 
Progress Corporation and focuses primarily on Florida Progress' two principal subsidiaries, Florida Power Corporation and 
Electric Fuels Corporation. Through this analysis we identify the key factors affecting revenues, earnings, cash flows, 
capital requirements and other fmancial data. 

Florida Power provides electric service to approximately 1.4 million customers in west central Florida and serves a 
predominately retail customer base. 

Progress Capital Holdings, Inc. is a holding company for Florida Progress' diversified operations led by Electric Fuels, an 
energy and transportation company. Electric Fuels has three primary business segments: Rail Services, Inland Marine 
Transportation and Energy & Related Services. 

Florida Progress' 2000 net income, before $200.9 million of merger-related and impairment charges after-tax 
($277.7 million pre-tax), was $345.2 million, an increase of 9.6% over 1999 net income of $3 l 4.9 million. The 
increase was primarily driven by a 5.3% increase in kilowatt-hour sales (based on system requirements) at Florida 
Power and increased sales of a coal-based synthetic fuel, which generates income tax credits by Electric Fuels. 

Florida Progress' 1999 net income of $314.9 million increased 11.8% over 1998's net income of $281. 7 million. 
The increase was primarily driven by a 3.7% increase in kilowatt-hour sales at Florida Power and sales by Electric 
Fuels of a new coal-based synthetic fuel, which generates tax credits. 

On November 30, 2000, C P&L Energy, which subsequently changed its name to Progress Energy, acquired all of 
the outstanding shares of Florida Progress' common stock in accordance with the Amended and Restated Plan of 
Exchange, including the related Plan of Share Exchange, dated as of August 22, 1999, as amended and restated as of 
March 3, 2000 among C P&L Energy, Florida Progress and Carolina Power & Light Company. Florida Progress 
Shareholders received $54.00 in cash or shares of Progress Energy common stock having a value of $54.00, subject 
to proration, and one contingent value obligation in exchange for each of their shares of Florida Progress common 
stock. The exchange ratio for the shares of Progress Energy common stock issued to Florida Progress shareholders 
was 1.3473. Each CVO represents the right to receive contingent payments based upon the net after-tax cash flow to 
Progress Energy generated by four synthetic fuel facilities purchased by subsidiaries of Florida Progress in 1999. 

The acquisition of Florida Progress was accounted for using the purchase method accowlting; however, due to the 
significance of the public debt and preferred securities of the Company and Florida Power, the acquisition cost was not 
pushed down to the Company's separate fmancial statements. The financial statements, footnotes and Management's 
Discussion and Analysis included in this Form 1O-K, reflect the complete 12 months of 2000, 1999 and 1998, as applicable. 

FLORIDA POWER CORPORATION 

Florida Power's operating results are primarily influenced by customer demand for electricity, its ability to control 
costs and its authorized regulatory return on equity. Annual demand for electricity is based on the number of 
customers and their annual usage, with usage largely driven by weather. Since Florida Power serves a 
predominately retail customer base, operating results are primarily influenced by the level of retail sales and the 
costs associated with those sales. 

The FPSC oversees the retail sales of the state's investor-owned electric utilities and authorizes retail base rates. Base rates 
and the resulting base revenues are intended to cover all reasonable and prudent expenses of utility operations and provide 
investors with a fair rate of return. 

-. 

Costs not covered by base rates include fuel, purchased power and energy conservation expenses. The FPSC allows 
electric utilities to recover these costs, referred to as "pass-through" costs, through various cost recovery clauses to 
the extent those costs are prudent. Pass-through costs represent about 44% of Florida Power's annual electric 
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Utility 

On millions) 

Pass-through 

utility 

from prior year 

(23.1) 

$258.6 $(15.6) 

revenues and about 53% of its operating expenses for 2000. Due to the regulatory treatment of these expenses and 
the method allowed for recovery, changes from year to year have no material impact on operating results. 

The FPSC has author ized a return on equity range for Florida Power of 11-13% and its retail base rates are based on 
the mid-point of that range 12%. Each year, Florida Power provides the FPSC with a forecast of the current 
year's earnings and regulatory return on equity. In 2000, Florida Power used the additional revenues generated in 
1999, to offset additional amortization of its Tiger Bay regulatory asset. (See Note 14.) 

In 1998, Florida Power experienced higher-than-forecasted sales due to abnormally warm weather and, as a result, took 
several actions. Those actions included FPSC-approved accelerated write-offs of regulatory assets, deferral of revenues and 
other measures designed to improve the utility's overall quality of service to its customers. 

Florida Power's retail regulatory return on equity for 2000,1999 and 1998 was 12.7%, 12.4% and 12.3%, respectively. 

System Requirements 
(In millions a/kilowatt-hours) 

2000 1999 1998 

Total 41,242 39,160 37,763 


Florida Power's total kilowatt-hour sales based on system requirements increased about 5.3% in 2000 compared with 1999. 
The increase was due to continued customer growth and increases in weather related usage, along with strong usage due to a 
favorable economy. Wholesale sales of electricity were up 6.7% due largely to higher kilowatt-hour sales to wholesale 
customers, primarily Seminole Electric, Florida Power's largest wholesale customer. 

During 2000, Florida Power served approximately 24,000 new customers, of which 21,000 were residential customers. 
This group of customers represents Florida Power's largest customer class and grows about 2% annually. Average usage in 
2000 among residential customers was about 3%higher than 1999 due primarily to colder-than-normal temperatures during 
the latter part of the year. 

Florida Power's total kilowatt-hour sales increased 3.7% in 1999 compared with 1998 despite a retuin to more normal 
temperatures in 1999. The increase was primarily due to higher kilowatt-hour sales to wholesale customers, primarily 
Seminole Electric. 

Average usage in 1999 among residential customers was about 4% lower than 1998 when hotter-than-normal temperatures 
caused residential customers to use more energy. Partially offsetting the lower usage per residential customer was the 
addition of 27,000 new customers, including 22,000 residential customers. 

In addition to new customers, Florida Power's non-weather-related usage improved in 1999 over 1998. Non-weather­
related usage can increase due to favorable economic factors including higher personal income and low unemployment 
levels. Customer usage patterns, influenced by items such as the construction of larger homes and increased use of 
electronics, also drive additional non-weather-related sales. 

Revenues 
2000 1999 

Increase Increase 
(Decrease) (Decrease) 

Base revenues: 

Sales of electricity $ 64.1 $ 22.0 

Revenue deferral, net 15.7 (24.2) 

Other operating revenues 2.5 9.7 

revenues 176.3 

Total revenues 

Growth in base revenues is a key factor contributing to the growth of Florida Power's earnings. 

136 



Fuel, Energy 

Total utility revenues increased in 2000 compared with 1999 due to customer growth, higher weather-related usage and an 
increase in fuel costs, which contributed to higher pass-through revenues. For 2000, Florida Power deferred $63 million of 
base revenues as approved by the FPSC. Florida Power obtained approval from the FPSC to defer recognition of those 
revenues to have more time to explore ways the retail customer could benefit earlier than by accelerating the amortization of 
the Tiger Bay asset. As noted earlier, Florida Power has, in the past, used revenues deferred in one year to offset additional 
amortization of the Tiger Bay regulatory asset. 

Florida Power must inform the FPSC of its plan to use the deferred revenues by April 2, 200 I. If Florida Power does not 
file its plan or if the plan is not approved, Florida Power will use the deferred revenues to accelerate the amortization of the 
Tiger Bay asset. 

Florida Power's 1999 utility revenues were down $15.6 million compared with 1998. A return to more normal weather in 
1999 and an increase in the deferral of base revenues essentially offset the effect of customer growth and non-weather usage 
growth. 

In 1999, Florida Power deferred $44.4 million of base revenues as approved by the FPSC. In August 2000, Florida Power 
decided the best use of the additional revenues was to accelerate the amortization of $44.4 million of its Tiger Bay 
regulatory asset. 

The benefit to customers of accelerating the amortization of the Tiger Bay asset will be a reduction in the amount collected 
through certain pass-through clauses once the regulatory asset is fully amortized, which is expected to be 2007. 

Sales of electricity to Florida Power's largest wholesale customer, Seminole Electric, are expected to decline in accordance 
with terms under existing contracts. As a result, wholesale base revenues, excluding interchange sales, are expected to 
decline in 2001. The effect on net income is not expected to be material as Florida Power's retail sales growth will, in part, 
absorb the decrease in wholesale sales. 

Purchased Power and Conservation Costs 

As previously discussed, fuel, purchased power and energy conservation costs are recovered primarily through recovery 
clauses established by state and/or federal regulators. 

Factors influencing fuel and purchased power costs include demand for electricity, fuel prices, the availability of generating 
plants and the amount and price of electricity purchased fi'om qualifying facilities (QFs) and other utilities. 

Total fuel, and purchased power expenses were $1.2 billion in 2000 compared with $1 billion for 1999. The increase 
resulted from higher system requirements and an increase in the unit price of fuels (primarily natural gas and oil) and 
purchased power. Since these costs are generally recovered through recovery clauses established by regulators, the increase 
does not significantly affect net income. 

Total fuel and purchased power expenses were $1 billion in 1999, or about 2% lower than 1998's costs despite a 3.7% 
increase in system requirements. System requirements are the total amount of energy either produced or purchased to meet 
total customer energy demand. The decrease was due largely to lower purchased power costs incurred in 1999 compared 
with 1998. 

A key factor influencing Florida Power's purchased power costs are the prices paid to QFs for electricity. Currently, Florida 
Power receives 831 MW of its total capacity from QFs. In 2000, Florida Power spent $219.1 million for purchased power 
capacity payments under all QF contracts. Those payments represented approximately 18.3% of system fuel and purchased 
power expenses for the year. Costs associated with the contracts raised Florida Power's system average cost for generation 
in 2000 and 1999, and this trend is expected to continue based on the contracts currently in place and the escalating payment 
schedules associated with each contract. 

Florida Power will continue its effort to mitigate the impact of escalating payments from its QF contracts. (See Note IS to 
the Financial Statements - Fuel, Coal and Purchased Power Commitments.) 

Factors affecting the level of energy conservation costs include the cost of implementing and maintaining various FPSC· 
approved conservation programs and credits issued to customers participating in programs where equipment is used to 
remotely control energy usage among those participants. Florida Power does not expect the level of energy conservation 
costs to vary materially in the future. 
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Expenses 

Utility Operating Expenses 

Other 

Other 
(Dollars in millions) 

Other operation & maintenance $524.1 13.0% $463.9 (0.7)% $467.3 
Depreciation & amortization $402.6 15.9% $347.5 (1.3)% $352.2 
Taxes other than on income $213.3 5.0% $203.1 (.2)% $203.5 

Operation and maintenance expenses for 2000 were down $34 million compared with 1999 for recurring expenses after 
excluding $94.2 million of merger-related costs. The decrease IS due primarily to lower employee salary and benefit costs, 
from reduced staffing levels, and the timing of certain maintenance and reliability projects. 

The combination with Progress Energy is expected to result in certain synergies due to the consolidation of various Florida 
corporate fimctions ill Raleigh, North Carolina, headquarters for Progress Energy. As a result, Florida Power's operations 
and maintenance expenses are likely to decline over time as these cost savings are realized. 

Operation and maintenance expenses for 1999 were down slightly compared with 1998, due primarily to the absence of 
- additional costs incurred in 1998 for the acceleration of certain maintenance projects and a lump-sum employee pay 

increase. Excluding those items, which totaled $24 million, 1999 operation and maintenance costs were up $19 million. 
The increase over 1998 was attributable to higher legal expenses associated with a pre-existing age discrimination lawsuit, 
environmental costs associated with a former plant site and higher employee-related benefits. 

Depreciation and amortization expense increased $55.1 million in 2000 when compared with 1999. Excluding $44.4 
million of accelerated amortization of the Tiger Bay regulatory asset during 2000, depreciation and amortization expense 

' 
increased $10.7 million due to higher plant balances resulting primarily from the new Hines Unit I being in service the 
entire year. This 530-megawatt generation plant was added in April 1999. 

Depreciation and amortization expense of $347.5 million in 1999 decreased slightly from 1998 before adjusting for $10 
million of accelerated amortization of the Tiger Bay regulatory asset in 1999. Excluding the accelerated amortization of 
regulatory assets in 1999 and 1998, depreciation and amortization expense increased $9 million in 1999 compared with 
1998. The increase was due primarily to higher plant balances resulting from the addition of the Hines Unit 1.  

Taxes other than on income were up $10.2 million in 2000 over 1999 primarily due to a $6.9 million or 6.1% increase in 
revenue related taxes from a comparable increase in Operating Revenues. 

Rate Portion ojSet1iement Agreement Ends June 30,2001 

Florida Power entered into a settlement agreement in 1997 with several parties, excluding the FPSC, regarding 
various costs associated with an extended nuclear outage, which occurred in 1997. The settlement agreement 
provided, among other things, that the parties to the agreement, excluding Florida Power, would not seek or support 
any reduction in Florida Power's base rates or the authorized range of its return on equity during a four-year period 
that ends June 30, 2001. While the FPSC is not a party to the agreement, it unanimously approved the settlement 
agreement. (See Note 14 to the Financial Statements - Extended Nuclear Outage.) 

DIVERSIFIED OPERATIONS 

Net income (loss) from Diversified Operations was ($66.0) million, $62.5 million and $42.3 million for 2000, 1999 
and 1998, respectively. The ($66.0) million net loss for 2000 includes nomecurring merger-related and impairment 
costs of $130.8 million after-tax. Net income before nomecurring items for 2000 was therefore $64.8 million. 

Currently, Electric Fuels makes up the vast majority of Florida Progress' diversified operations. The increases in diversified 
revenues and net income over the last three years are due to the expansion of Electric Fuels. The growth of Electric Fuels 
has come from all three of its business units but the majOlity of its growth in income before nomecurring items during 2000 
and 1999 has come from the expansion of its synthetic fuel operations. 
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Corporation 

Florida Progress recorded a $25.6 million after-tax charge for merger-related costs, primarily related to investment banker 

fees. 


Electric Fuels 


Electric Fuels' operating results are influenced by several factors, tmique to the various markets in which the tluee business 
tmits compete. Progress Energy has hired a fmandal adviser to assist Florida Progress in evaluating its strategic alternatives 
with respect to two of Electric Fuels' business segments, Rail Services and Inland Marine Transportation. 

Rail Services -The key factor affecting operating results is the demand for railcar and trackwork components and services 
among the COlll1try's major railroads and fleet owners. The production of new rail cars is a key factor in the demand for rail 
car parts, one of Progress Rail's key products. In addition, the supply and demand for scrap steel directly affects the 
operating margins of its recycling division. 

Inland Marine Transportation - Demand for barge transportation and river conditions on the Mississippi, illinois and 
Ohio rivers can significantly affect operating results. Low and high water levels as well as icing conditions can affect the 
flow of barge traffic, the number of barges each towboat can transport and the cargo carried per barge. 

Energy & Related Services - This business tmit's operating results are primarily affected by the supply and demand for 
low-sulfur coal, natural gas and the demand for its coal-based synthetic fuel. Electric Fuels has acquired interests in nine 
synthetic fuel facilities that combine a petroleum-based product with coal fines to produce a synthetic fuel. During 2000, 
Energy Ventures purchased 90% interests in two of these facilities. Electric Fuels believes that this fuel qualifies for 
alternative fuel tax credits as allowed by section 29 of the Internal Revenue Code which expire in 2007. 

2000 compared with 1999 

Electric Fuels' 2000 net loss of $25.1 million includes a $83.6 million after-tax charge for asset impairments at its 
rail and coal operations and $21.6 million after-tax merger-related costs. Excluding these charges, Electric Fuels' 
2000 net income was $80.1 million, up $17.6 million. The 28% improvement in earnings was due primarily to its 
expanded synthetic fuel operations. 

Excluding merger and asset impairment charges of $43.0 million after-tax, the Rail Services business unit lost 
approximately $10 million in 2000, compared to $21.3 million of net income for 1999. The severe decline in 
earnings was due to continued weak demand for rail car parts and for track work by the major class one railroads. . 

In an effort to reduce costs, the major railroads have reduced spending 011 these types of maintenance items and 
announced layoffs. In addition, new rail car deliveries dropped nearly 40% during 2000 when compared with 1999. 
As mentioned above, demand for reconditioned parts, is directly affected by new rail car production. As a result of 
the preliminary valuation of the Rail Services business segment coupled with a continued decline in the rail services 
industry, Electric Fuels recorded an after-tax impairment charge of $36.3 million to write down certain assets. 

Inland Marine Transportation group earnings of$12.7 million, excluding merger-related costs of$3.7 million after­
tax, were up $2.0 million over last year's results. The increase is attributable to improved operating conditions and 
an expanded barge fleet Partially offsetting these results were higher diesel fuel costs. 

Earnings from the Energy and Related business unit were $89.0 million, before merger and asset impairment 
charges of $54.9 million after-tax, up $50.1 million due largely to the addition of four synthetic fuel facilities. This 
business unit also owns coal mines. Due to the intended changes for the use of these assets by management and a 
continuing depressed market for coal, Electric Fuels recorded an after-tax impairment charge of$47.3 million to write down 
coal reserves. 

Electric Fuels' corporate and other costs of $11.7 million, before merger c harges of $3.6 million, increased $3.3 
million in 2000 over 1999. The increase was primarily due to higher employee benefits related costs and higher 
incentive pay due to a dramatic increase in earnings before nonrecurring items. 
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Progress Expense 

LIQUIDITY 

1999 compared with 1998 

Electric Fuels' 1999 net income of $62.5 million represents an increase of $20. 2 million, or 47.8%, over 1998. Most of the 
increase in 1999 earnings for Rail Services was due to strong demand for railcar parts, which was driven by new railcę 
production. 

The business unit's recycling operations contributed to the increase as a result of an increase in tons sold and an 
improvement in the market price of scrap steel compared to the last quarter of 1998. The increase in tons of scrap sold was 
due primarily to 1998 acquisitions of certain recycling businesses. 

Electric Fuels continued the expansion of its Rail Services business unit in 1999 through acquisitions, expanding a railcar 
repair facility and completion of a new. trackworks plant in Sherman, Texas. These factors contributed to a 34% increase in 
earnings from 1998 to 1999. 

The Inland Marine Transportation business unit's earnings for 1999 were essentialJy the same as 1998 despite the addition 
of approximately 100 new barges. Icy conditions during the first quarter of 1999 and low water conditions later in the year 
disrupted barge traffic and limited tow capacity. In addition to difficult river conditions during parts of the year, cost 
increases in diesel fuel negatively impacted operating results in 1999. 

Earnings at the Energy & Related Services business unit showed the most improvement over 1998. The increase was due to 
the sale of about 2 million tons of a new coal-based synthetic fuel and increased production of natural gas. 

Electric Fuels' corporate and other costs increased $4.1 million in 1999 over 1998. The increase was primarily due to 
higher employee-related benefits. 

Florida Interest and Other Income 

Florida Progress' interest expense increased $22.3 million in 2000 over 1999 as a result of higher average debt balances and 
higher short-telm rates. The higher debt balances were due primarily to expansion of Electric Fuels' operations, in 
particular its synthetic fuel business. 

Florida Progress' total interest expense increased $7.4 million in 1999 compared with 1998. The increase was due primarily 
to increased other interest charges, which were partially offset by lower long-term interest resulting from lower debt 
balances and refinancing of higher cost debt at Florida Power. Partially offsetting those reductions were higher debt 
balances at Electric Fuels as a result of its expansion activities. 

Allowance for funds used during construction (AFUDC) is primarily influenced by the amount of Florida Power's 
construction work-in-progress outstanding during the year. In April 1999, a new 530 :MW generation plant was placed in 
service, which reduced construction work-in-progress balances in 1999 compared with 1998. As a result, AFUDC was 
lower in 1999. 

Other income was higher in 1999 as compared to 2000 due primarily to a gain on the sale of property at Florida Power and . 
higher earnings from non-regulated activities. 

Income Taxes 

Income tax expense decreased each year from 1998 to 2000 primarily due to altemative fuel tax credits generated by the 
sale of Electric Fuels' synthetic fuels. (See Note 6 to the Financial Statements.) 

AND CAPITAL RESOURCES 

OVERVIEW 

Florida Progress' utility and diversified operations are capital-intensive businesses. As such, Florida Power's construction 
expenditures and Electric Fuels' and Progress Telecom's capital expenditures and expansion activities largely influence 
cash requirements. 
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At Florida Power, cash from operations is the primary source of cash for its construction expenditures, which normally 
range from approximately $300 million to $400 million annually. Over the last three years, Flonda Power's cash flow from 
operations has averaged 190% of its construction expenditures. 

Electric Fuels' cash requirements have been influenced by rail acquisitions, acquisitions of synthetic fuel facilities and the 
expansion of the company's barge fleet. These requirements have been primarily funded from caŇh from ňera�ons and the 
issuance of debt. Progress Energy has hired a financial adviser to assist Florida Progress ill evaluatmg Its strategic 
alternatives with respect to two of Electric Fuels' business segments, Rail Services and Inland Marine Transportation. 

In addition to ftmding its construction commitments with cash from operations, the companies access the capital markets 
through the issuance of commercial paper, medium-term notes, preferred securities, and equity through Progress Energy, 
which can offer issuances of COTrm10n stock. Other sources of capital for both companies over the last three years include 
proceeds from the sale and leaseback of equipment, and proceeds from the sale of properties and businesses. 

Florida Power's interim fi.nancing needs are funded primarily through its commercial paper program. The utility has a 
$200-million, 364-day revolving bank credit facility and a $200-million, long-term revolving bank credit facility expiring in 
2004, which are used to back up commercial paper. (See Note 10 to the Financial Statements.) In March 2000, Florida 
Power established an uncommitted bank bid facility that authorized it to borrow and re-borrow, and have outstanding at any 
time, up to $100 million. As of December 31, 2000, there were no loans outstanding under the uncommitted facility. The 
facility was established to temporarily supplement commercial paper borrowings, as needed. 

Florida Power's medium-term note program provides for the issuance of either fixed or floating interest rate notes, with 
maturities that may range from nine months to 30 years. Florida Power has $250 million of medium-term notes available 
for issuance. (See Note 10 to the Financial Statements.) 

Progress Capital provides short- and long-term ftnancing facilities for Florida Progress' diversified operations, primarily 
Electric Fuels and Progress Telecom With the benefit of a guaranty and support agreement with Florida Progress, Progress 
Capital helps to lower the cost of capital of the diversified businesses. Progress Capital funds diversified operations 
primarily through the issuance of commercial paper and medium-term notes. 

Progress Capital has revolving bank credit facilities which consist of $300 million with a 364-day term and a $300 million 
long-term facility that expires in 2003. These facilities are used to back up commercial paper. Progress Capital also has 
uncommitted bank bid facilities that authorize it to borrow and re-borrow, and have outstanding at any time, up to $300 
million. As of December 31, 2000, there were no loans outstanding under the uncommitted facilities. The facilities were 
established to temporarily supplement commercial paper borrowings, as needed. (See Note 10 to the Financial Statements.) 

Progress Capital also has a medium-term note program for the issuance of either fixed or floating interest rate notes with 
maturities that may range from nine months to 30 years. A balance of $400 million is available for issuance under this 
program. 

As previously mentioned, Florida Progress became a wholly-owned subsidiary of Progress Energy on November 30, 2000. 
From that date on, Florida Progress' source of equity funds will come from its parent, Progress Energy. 

CASH FLOW FROM OPERATING ACTIVITIES 

Cash from operations of $4782 million decreased $208.9 million compared with 1999 due primarily to the underrecovery 
of fuel costs at Florida Power, operation fluctuations in current assets for electric customers as a result of colder than nOm1a1 
weather in December 2000 compared with December 1999 and nonrecurring merger-related expenses. Florida Power is 
"!Uowed full recovery of prudently incurred costs through rates charged to customers. (See Item 7, "MD&A Operating 
Results - Florida Power.") 

Cash from operations of $687.1 million in 1999 decreased $190.8 million compared with 1998 due primarily to the absence 
of$106.3 million of tax benefits received in 1998. These tax benefits related to Florida Power's 1997 buy-out of the Tiger 
Bay purchased power contract. 

Electric Fuels' most significant operating cash requirement is related to the working capital needs of its rail services and 
energy operations. The operations of these businesses provide sufficient cash to meet their working capital requirements. 
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CASH FLOW FROM INVESTING ACTIVITIES 

Cash requirements for investing activities during 2000 decreased $63 million due primarily to lower property additions by 
Florida Power when compared with 1999. The decrease is due to a reduction in nuclear fuel purchases and nucIeħ 
construction spending. 

Cash requirements for investing activities for 1999 of $612.3 million were down $73.3 million compared with 1998. This 
was due primarily to fewer acquisitions by Electric Fuels' Rail Services business unit. 

Florida Power's construction expenditures totaled $283.7 million, $357.7 million and $310.2 million for 2000, 1999 and 
1998, respectively. These expenditures are primarily for distribution lines and generating facilities necessary to meet the 
needs of the utility's growing customer base. 

In planrring for its future generation needs, Florida Power develops a forecast of annual demand for electricity, including a 
forecast of the level and duration of peak demands during the year. These forecasts have historically been developed using 
a 15% reserve margin. The reserve margin is the difference between a company's net system generating capacity and the 
maximum demand on the system. In December 1999, the FPSC approved a joint proposal by Florida Power, Florida Power 
& Light and Tampa Electric Company to increase the reserve margin to 20% by 2004. In response, Florida Power received 
proposals from qualified bidders, as required by the FPSC, to provide new generating capacity to be available by the end of 
2003 as an altemative to Florida Power's option to construct a planned second generating unit at the Hines site. Florida 
Power's self-build option for Hines Unit 2 was determined to be the most cost-effective altemative. Hines Unit 2 will use 
the same combined-cycle technology as Hines Unit 1 and is expected to have a summer generating capacity of 
approximately 495 MW. The cost of the plant is included in the projected construction dollars presented below under the 
heading "Future Cash Requirements." 

Electric Fuels' capital expenditures for 2000, 1999 and 1998 were $90.9 million, $163.0 million and $217.0 million, 
respectively. These capital expenditures have been primarily for the purchase of barges and towboats, expansion of its 
synthetic fuel operations and the construction of a new rail car repair and trackworks facility. 

-

MEMCO completed the expansion of its barge fleet during 1999, which now totals 1,200 barges. In 1999 and 1998, 

proceeds from sale and lease back of $47 million and $153 million, respectively, relate to a synthetic lease ftnancing 
transaction for $175 million in barges and $25 million in towboats. 

Other capital expenditures for diversified operations are primarily for Progress Telecom and totaled $104 million in 2000. 

Progress Telecom expects to spend about $100 million annually over the next three years for the expansion of its telecom 
network. 

Other investing activities in 1999 decreased $70.8 million from 1998 primarily due to lower contributions to supplementary 
retirernentplans. Contributions to these plans were $8.2 million and $75.3 million in 1999 and 1998, respectively. The 
contributions to these plans for 2000 were immaterial. 

CASH FLOW FROM FINANCING ACTIVITIES 

For Florida Progress, an increase in the issuance of short-term debt helped fund the additional cash requirements resulting 
from the expansion of Electric Fuels synthetic fuel operations. In July 2000, $75 million of Florida Power's medium-term 
notes matured. Florida Power's cash flow from operations and a $71 million equity contnbution enabled the utility to 
reduce its total debt at year-end compared with 1999. 

The Company and its subsidiaries panicipate in two internal money pools, operated by Progress Energy, to more 
effectively utilize cash resources and to reduce outside short-term borrowings. S hort-term borrowing needs are met 
first by available funds of the money pool panicipants. Borrowing companies pay interest at a rate designed to 
approximate the cost of outside short-term borrowings. Subsidiaries, which invest in the money pool, earn interest 
on a basis proportionate to their average monthly investment. The interest rate used to calculate earnings 
approximates external interest rates. Funds may be withdrawn from or repaid to the pool at any time without prior 
notice. Interest expense related to advance from Progress Energy in 2000 was not significant. 

In 1999 and 1998, Progress Capital issued $50 million and $115 million of medium-term notes, respectively, with maturities 
ranging from two to ten years. The proceeds were pri:maJ.ily used to repay maturing medium-term notes and for other 
corporate purposes. 
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In 1999 $75 million of Florida Power's 6 1/2 % fIrst mortgage bonds matured. The bonds were refmanced with 
comme�ial paper. In 1998, Florida Power redeemed $250 million offust mortgage bonds. The rede�tion of these bonds 

.was principally funded through the issuance of $150 million of 30·year mediwn·term notes beanng an mterest rate of 6 3/4 

% and commercial paper. 

Capital Structure for Florida Progress 
As of December 31, 2000 and 1999: 

2000 1999 

Common stock 46.2% 44.7% 

Preferred stock of subsidiary .8% .7% 

Debt 53.0% 54.6% 

Security Credit Ratings (December 31,2000) 
Standard 
& Poor's Moody's 

Florida Power Corporation 
First mortgage bonds BBB+ Al 
Medium-term notes BBB+ A1. 

Commercial paper A·2 P-l 
Progress Capital Holdings, Inc. 
MedillIIl-term notes BBB A3 
Corrnnercial paper A-2 P-2 

FPC Capital I 
Preferred Securities BBB- a3 

Due primarily to the increase in leverage at Progress Energy as a result of the acquisition of Florida Progress, both, Standard 
& Poor's and Moody's lowered the rated securities of Florida Power, Progress Capital and FPC Capital I in December 
2000. 

Future Cash Requirements 

Florida Power's three-year construction program totals nearly $1.2 billion for the 2001-2003 forecast period. It includes 
plarmed expenditures of about $400 million each year. These expenditures are primarily for the expansion of Florida 
Power's distribution system and generation capacity. Florida Power expects these construction expenditures to be fmanced 
primarily with cash from operations. 

OTHER MATfERS 

CURRENT REGULATORY ENVIRONMENT 

General 

Florida Power is regulated by the FPSC, FERC, NRC, EPA and by environmental authorities in the state of Florida. 
In addition, Florida Progress and Florida Power are subject to regulation by the SEC. As a result of regulation, 
many of the Company's fundamental business decisions, as well as the rate of return it is permitted to earn are 
subject to the approval of governmental agencies. 

Florida Power has previously entered into a stipulation agreement committing several parties not to seek any 
reduction in Florida Power's base rates or authorized range of return on equity. That agreement expires on June 30, 
2001. 

On July 7, 2000, the FPSC opened a docket to review Florida Power's earnings including the effects of the 
acquisition by Progress Energy. The FPSC's decision expected by late March 2001 has been deferred. Florida 
Power has agreed that if the FPSC subsequently takes formal action under the interim rate statute, the effective date 
of that action will be March 13, 2001. The Company cannot estimate the impact, if any, at this time. 

Electric Industry Restructuring 

The electric utility industry is undergoing changes designed to increase competition in the wholesale and retail electricity 
markets. The wholesale power market includes sales of electricity to utilities from other utilities and non-utility generators. 
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TIris market is regulated by FERC. The retail electricity market includes sales of electricity to end-use customers, i.e., 
residential, commercial and industrial customers, and is regulated by FPSC. 

As a result of the Public Utilities Regulatory Policies Act of 1978 (PURPA) and the Energy Policy Act of 1992 (EPA of 
1992), competition in the wholesale electricity market has greatly increased, especially from non-utility generators of 
electricity. In 1996, FERC issued new rules on transmission service to facilitate competition in the wholesale market on a 
nationwide basis. The rules give greater flexibility and more choices to wholesale power customers. 

Retail Choice 

Florida's legislature has not considered a bill to restructure the electric utility industry. The FPSC monitors, through a staff 
committee, the restructuring activities in other states. In Flolida, there has been less incentive to push forward legislative 
proposals concerning retail choice. TIris is due primarily to competitive rates for electricity in Florida compared with other 
states where restructuring legislation has been passed. 

In May 2000, the Governor of Florida issued an executive order establishing a 17-mernber commission to study the issue of 
restructuring. The commission is scheduled to issue its fInal report to the Governor of Florida and the Florida legislature by 
December 1,2001. The committee submitted an interim report to the Governor and the Florida legislature on January 31, 
2001 on wholesale deregulation. The wholesale restructuring outline is intended to facilitate the evolution of a more 
robust wholesale marketplace in Florida. T he current proposal includes several key provisions such as independent 
power producers would be allowed to compete in the Florida wholesale market, existing base rates would be frozen 
for three years and generating assets owned by regulated utilities would be transferred to affiliates at net book value 
among others. 

Regional Transmission Organizations 

On December 20, 1999, FERC issued its fInal rules on Regional Transmission Organizations (RTO) designated as "Order 
2000." Order 2000 is intended to enhance competitive electricity markets through the establishment of independent 
regionally operated transmission grids. All public utilities that own, operate or control interstate electric transmission lines 
were required to ftle with FERC by October 15, 2000, a proposal for an RTO or an explanation of efforts made by the utility 
to participate in an RTO. The order provides guidance and specifIes minimum characteristics and functions required of an 
RTO and also states that all RTOs should be operational by December 15, 2001. 

In October 2000, Florida Power, along with Florida Power & Light Company and Tampa Electric Company, ftled with 
FERC an application for approval of an RTO for peninsular Florida, currently named GridFlorida. On January 10, 2001, 
FERC rendered a positive order on certain aspects of the GridFlorida RTO application, governance and certain financial 
obligations. The three companies are continuing to make progress towards the development of GridFlorida. 

Merchant Plants 

In August 1998, Duke Energy filed a petition to build Florida's fIrst merchant power plant, a 514 MW facility to be located 
in Volusia County, Florida. The plant would provide 30 MW of energy to the Utilities Commission of the City of New 
Smyrna Beach and the remaining capacity would be available for wholesale sales. 

In a move Florida Power believed to be contrary to the existing state law, the FPSC granted Duke Energy's petition. Florida 
Power and other Florida utilities ftled an appeal of the FPSC's decision with the Florida Supreme Court. In April 2000, the 
Florida Supreme Court ruled in favor of Florida Power and other utilities and reversed the FPSC's order. In December 
2000, Duke Energy filed a petition for certiorari with the U.S. Supreme Court. On March 5,2001, the U.S. Supreme Court 
denied Duke Energy's petition for certiorari. 

Nucle ar 

In the retail jurisdiction, provisions for nuclear deCOmmissioning costs are approved by the FPSC based on site­
specific estimates that include the costs for removal of all radioactive and other structures at the site. In the 
wholesale jurisdiction, the provisions for nuclear decommissioning costs are based on amounts agreed upon by 
FERC. See Note 7 to the financial statements for a discussion of nuclear decommissioning costs. 

As required under the Nuclear Waste Policy Act of 1982, Florida Power entered into a contract with the Department 
of Energy (DOE) under which the DOE agreed to begin taking spent nuclear fuel by no later than January 31, 1998. 
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All similarly situated utilities were required to sign the same standard contract. See Note 7 to the fmancial 
statements for a discussion of recent DOE developments. 

Synthetic Fuels 

Electric Fuels is a majority owner in three facilities that produce synthetic fuel from coal fines under the Internal 
Revenue Service Code Section 29. The production and sale of the synthetic fuel from these facilities qualifies for 
tax credits under Section 29 if certain requjrements are satisfied, including a requirement that the synthetic fuel 
differs significantly in chemical composition from the coal fines used to produce such synthetic fuel. On October 5, 
2000, the limited liability companies applied for Private Letter Rulings (PLRs) with the Internal Revenue Service 
(IRS) regarding this and several other issues relating to the facilities' qualification for tax credits. On October 26, 
2000, the IRS released Revenue Procedure 2000-47, which notified taxpayers that the IRS National Office will not 
issue PLRs on the question of whether a solid synthetic fuel produced from coal is a "qualified fuel" under Section 
29, except in the case of coke and in the case of solid synthetic fuels produced from "waste coal." The procedure 
also advised taxpayers with pending ruling requests that they can modify their requests to advise the IRS if they are 
producing solid synthetic fuels from waste coal sources. On December 6, 2000, Electric Fuels submitted a letter to 
advise the IRS that its facilities with pending ruling requests are producing solid synthetic fuel from waste coal 
sources and requested that they issue favorable rulings. The IRS has yet to act on the PLRs. Should the tax credits 
be denied on future audits and Florida Progress fails to prevail through the auditllegal process, there could be 
significant tax liability owed for previously-taken Section 29 credits, with a significant impact on earnings and cash 
flows. 

In Management's opinion, Florida Progress is complying with all the necessary requirements to be allowed such 
credits under Section 29 and believes it is probable, although it cannot provide certainty, that it will prevail on any 
credits taken. 

Environmental Matters 

The Company is subject to federal, state and local regulations addressing air and water quality, hazardous and solid . 
waste management and other environmental matters. 

Various organic materials associated with the production of manufactured gas, generally referred to as coal tar, are 
regulated under federal and state laws. The lead or sole regulatory agency that is responsible for a particular former 
coal tar site depends largely upon the state in which the site is located. There are several rnanufactured gas plant 
(MGP) sites to which Florida Power has some connection. In this regard, Florida Power, with other potentially 
responsible parties, is participating in investigating and, if necessary, remediating former coal tar sites with several 
regulatory agencies, including, but not limited to, the EPA and the FDEP. Although Florida Power may incur costs 
at these sites about which it has been notified, based upon current status of these sites, Florida Power does not 
expect those costs to be material to the fmancial position or results of operations of Florida Power. 

The Company is periodically notified by regulators such as the EPA and various state agencies of their involvement 
or potential involvement in sites, other than MOP sites, that may require investigation and/or remediation. Although 
the Company may incur costs at the sites about which they have been notified, based upon the current status of these 
sites, the Company does not expect those costs to be material to the financial position or results of operations of the 
Company. 

The EPA has been conducting an enforcement initiative related to a number of coal-fired utility power plants in an 
effort to determine whether modifications at those facilities were subject to New Source Review requirements or 
New Source Performance Standards under the Clean Air Act Florida Power has recently been asked to provide 
information to the EPA as part of this initiative and has cooperated in providing the requested information. The 
EP A has initiated enforcement actions against other utilities as part of this initiative, some of which have resulted in 
or may result in settlement agreements calling for expenditures, ranging from $1.0 billion to $1.4 billion. These 
settlement agreements have generally called for expenditures to be made over extended time periods, and some of 
the companies may seek recovery of the related costs through rate adjustments. The Company cannot predict the 
outcome of this matter. 

In July 1997, the EPA issued final regulations establishing a new eight-hour ozone standard. In October 1999, the 
District of Columbia Circuit Court of Appeals ruled against the EPA with regard to the federal eight-hour ozone 
standard. The U.S. Supreme Court has upheld, in part, the District of Columbia Circuit Court of Appeals decision. 
Further litigation and rulemaking are anticipated. The Company cannot predict the outcome of this matter. 
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The Company has filed claims with the Company's general liability insurance carriers to recover costs arising out of 
actual or potential environmental liabilities. Some claims have been settled and others are still pending. While 
management cannot predict the outcome of these matters, the outcome is not expected to have a material effect on 
the fmancial position or results of o perations. 

Other Items 

Florida Progress is involved in other litigation. (See Note IS to the Financial Statements Legal Matters.) 

Even though the inflation rate has been relatively low during the last three years, inflation continues to affect Florida 
Progress by reducing the purchasing power of the dollar and increasing the cost of replacing assets used in the business .. 
This has a negative effect on Florida Power because regulators generally do not consider this economic loss when setting 
utility rates. However, such losses are partly offset by the economic gains that result from the repayment of long-term debt 
with inflated dollars. 

MID-CONTINENT LIFE INSURANCE COMPANY 

Mid-Continent was placed in receivership in the spring of 1997. Since then, Florida Progress has been working to resolve 
various issues surrounding Mid-Continent with several parties. 

In September 2000, the Oklahoma County District Court approved a rehabilitation plan for Mid-Continent in which 
American Fidelity would acquire Mid-Continent's policies. In addition, Florida Progress reached a settlement to resolve a 
policyholders' class action lawsuit, which was approved by the Court. The settlement included Florida Progress agreeing to 
contnbute $17.5 million, plus attorney's fees and expenses up to approximately $S million, towards protecting policyholders 
from future premium increases. Accordingly, Florida Progress has accrued approximately $23 million as of December 
2000. 

In connection with a settlement agreement related to Mid-Continent Life, Florida Progress had charges totaling $8.1 
million after-tax during 2000. In 1999, charges related to Mid-Continent were more than offset by the recognition 
of certain tax benefits, which resulted in net income of $3.6 million in 1999. (See Note 15 to the Financial 
Statements - Mid-Continent Life Insurance Company.) 

NEW ACCOUNTING STANDARD 

See Note 1 to the financial statements for a discussion of the anticipated impact of new accounting standards. 
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ITEM 7 A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 

Market risk represents the potential loss arising from adverse changes in market rates and prices. Florida Progress is 
exposed to certain market risks, including changes in interest rates with respect to its long-term debt and commercial 
paper, and fluctuations in the return on marketable securities with respect to its nuclear decommissioning trust 
funds. The Company manages its market risk in accordance with its established risk management policies, which 
may include entering into various derivative transactions. 

These financial instruments are held for purposes other than trading. The risks discussed below do not include the 
price risks associated with non-financial instrument transactions and positions associated with Florida Progress' 
operations, such as sales commitments and inventory. 

INTEREST RATE RISK . 

The Company manages its interest rate risks through the use of a combination of fixed and variable rate debt. 
Variable rate debt has rates that adjust in periods ranging from daily to monthly. 

The following tables provide information as of December 31, 2000 and 1999, respecti vel y, about the Company's 

interest rate risk sensitive instruments. The tables present principal cash flows and weighted-average interest rates 

by expected maturity dates for the fixed long-term debt, commercial paper and the FPC obligated mandatorily 

redeemable securities of trust. 


December 31,2000 Fair Value 
2001 2002 2003 2004 2005 Thereafter Total December 31 

(Dollars in millions) 

Fixed rate long-term 
debt 
Average interest rate 

$ 191 
6.73% 

$ 87 
5.92% 

$ 275 
6.37% 

$ 68 
6.32% 

$ 48 
6.30% 

$ 1,001 
6.94% 

Commercial paper 
Average interest rate 

$ 500 
7.10% 

FPC mandatorily 
redeemable 
securities of Trust 

Fixed rate 
$300 

7.10% 

December 31, 1999 
2000 2001 2002 2003 2004 Thereafter 

$ 1,670 
6.73% 

$ 500 
7.10% 

$ 1,651 

$ 500 

$ 300 
7.10% 

$ 272 

Total 
Fair Value 

December 31 

(Dollars in millions) 

Fixed rate long-term 
debt 
A verage interest rate 

Commercial paper 
Average interest rate 

FPC mandatorily 
redeemable 
securities of Trust 

A verage interest rate 

$ 163 $ 186 $ 84 $ 278 $ 71 $ 1,054 
5.92% 6.85% 6.11% 6.43% 6.64% 6.97% 

$484 
6.03% 

$ 300 
7.10% 

$ 1,836 
6.73% 

$ 1,640 

$ 484 
6.03% 

$ 484 

$ 300 $ 250 
7.10% 
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MARKETABLE SECURITIES PRICE RISK 

Florida Power maintains trust funds, as required by the Nuclear Regulatory Commission, to fund certain costs of 
decommissioning its nuclear plants. These funds are primarily invested in stocks, bonds and cash equivalents, 
which are exposed to price fluctuations in equity markets and to changes in interest rates. At December 31, 2000 
and 1999, the fair values of these funds were approximately $400.7 million and $377.2 million, respectively. The 
Company actively monitors its portfolio by benchmarking the performance of its investments against certain indices 
and by maintaining, and periodically reviewing, target allocation percentages for various asset classes. The 
accounting for nuclear decommissioning recognizes the costs recovered through the Company's regulated electric 
rates and, therefore, fluctuations in trust fund marketable security returns do not affect the earnings of the Company. 
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INDEPENDENT AUDITORS' REPORT 

TO THE BOARD OF DIRECTORS OF FLORIDA PROGRESS CORPORATION: 

We have audited the accompanying balance sheets and schedules of capitalization of Florida Progress Corporation 
and subsidiaries, and of Florida Power Corporation, as of December 31,2000 and 1999, and the related statements 
of income, cash flows, and common equity and comprehensive income for each of the years in the three-year period 
ended December 31, 2000. In connection with our audits of the fmancial statements, we also have audited the 
financial statement schedules listed in Item 14 therein. These financial statements and financial statement schedules 
are the responsibility of the respective management of Florida Progress Corporation and Florida Power Corporation. 
Our responsibility is to express an opinion on these financial statements and financial statement schedules based on 
our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the fmancial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the overall financial statement 
presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position 
· 

of Florida Progress Corporation and subsidiaries, and Florida Power Corporation, as of December 31, 2000 and 
1999, and the results of their operations and their cash flows for each of the years in the three-year period ended 
December 31, 2000, in conformity with accounting principles generally accepted in the United States of America. 
Also in our opinion, the related financial statement schedules when considered in relation to the basic financial 
statements taken as a whole, present fairly, in all material respects, the information set forth therein. 

IslKPMGLLP 
KPMGLLP 
St. Petersburg, Florida 

February 15,2001 
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(In millionsl 

{AFUDq (3.1! {3.3} (9.3! 

79.6 

CONSOLIDATED STATEMENTS of INCOME 
Florida Progress Corporation Years ended December 31 

2000 1999 1998 
Operating Revenues 

Electric $ 2,891.2 $2,632.6 $ 2,648.2 

Diversified businesses 1,574.3 1,227.2 961.7 

Total Operating Revenues 4,465.5 3,859.8 3,609.9 

Operating Expenses 
Fuel used in electric generation 701.5 598.6 600.1 

Purchased power 498.5 414.1 433.8 

Energy conservation costs 65.0 81.2 

Other operation and maintenance 524.1 463.9 467.3 

Depreciation and amortization 402.6 347.5 352.2 

Taxes other than on income 213.3 203.1 203.5 

Diversified businesses 1,812.8 1,161.9 883.6 

Total Operating Expenses 4,217.8 3,270.3 3,020.1 

Operating Income 247.7 589.5 589.8 

Other Income (Expense) 
Interest income 1.9 .9 1.9 

Other, net (14.6) 1.4 16.4 

Total Other Income (Expense) (12.7) 2.3 18.3 

Income before Interest Charges and Income Taxes 235.0 591.8 608.1 

Interest Charges 
Long-term debt 

Other interest charges 

163.0 
47.6 

155.2 

33.3 
166.3 

20.8 

Allowance for borrowed funds used during 
construction 

Total Interest Charges, Net 207.5 185.2 177.8 

Income before Income Taxes 27.5 406.6 430.3 

Income Taxes (Benefit) (116.8) 91.7 148.6 

Net Income $ 144.3 $ 314.9 $ 281.7 

See Notes to financial statements. 
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deTreciation p,454.7} 

TotalUtilit1: 

Ca,italization 
Ca,italization (see caeftalization} 

Long-term 
CaVitalization 

(Note 15) 

CONSOLIDATED BALANCE SHEETS 
Florida Progress Corporation (In millions) December 31 
Assets 2000 1999 

Utility Plant 
Electric utility plant in service $ 6,998.1 $ 6,776.8' 
Accumulated (3,701.9) 

Utility plant in service, net 3,296.2 3,322.1 
Held for future use 8.3 8.1 
Construction work in progress 124.9 139.6 
Nuclear fuel, net of amortization 39.9 68.7 

Plant, Net 3,469.3 3,538.5 
Current Assets 

Cash and cash equivalents 24.2 9.6 
Accounts receivable, less allowance for doubtful accounts of $26.2 

in 2000 arid $5.8 in 1999 506.7 416.1 
Taxes receivable 16.4 6.5 
Inventories, primarily at average cost: 

Fuel 51.8 76.4 
Utility materials and supplies 87.4 90.8 
Diversified operations 234.4 209.4 

Underrecovered fuel cost 90.5 
Deferred income taxes 39.6 41.3 
Prepayments 163.8 105.4 
Other current assUts 25.2 6.1 

Total Current Assets 1,240.0 961.6 
Deferred Debits and Other Assets 

Deferred purchased power contract termination costs 226.7 297.8 
Unamortized debt expense 19.1 20.5 

Nuclear decommissioning trust funds 400.7 377.2 
Diversified business property, net 746.4 703.4 
Miscellaneous other property and investments 55.1 66.2 
Goodwill, net 117.3 171.1 
Other assets and deferred debits 232.5 278.4 

Total Deferred Debits and Other Assets 1,797.8 1,914.6 
Total Assets $ 6,507.1 $ 6,414.7 

and Liabilities 
schedules of 

Common stock equity $ 1,987.6 $ 2,008.7 
Preferred stock of subsidiaries-not subject to mandatory redemption 33.5. 33.5 

debt, net 2,276.4 2,454.1 
Total 4,297.5 4,496.3 

Current Liabilities 
Current portion of long-term debt 190.5 163.2 
Accounts payable 366.1 309.0 
Overrecovered fuel cost 31.6 
Interest accrued 64.1 77.4 
Short-term obligations 467.3 153.1 
Advances from parent 45.2 
Other current liabilities 272.9 228.2 

Total Current Liabilities 1,406.1 962.5 
Deferred Credits and Other Liabilities 

Accumulated deferred income taxes 341.6 539.4 
Accumulated deferred investment tax credits 62.2 70.0 
Other post retirement benefit costs 129.4 123.1 
Other liabilities and deferred credits 270.3 223.4 

Total Deferred Credits and Other Liabilities 803.5 
Commitments and Contingencies 

Total Capitalization and Liabilities $ 6,507.1 $ 6,414.7 
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1999 

524.5 

130.7 

(228.3) 

6.3 

See Notes to financial statements. 

CONSOLIDATED STATEMENTS of CASH FLOWS 
Florida Progress Corporation Years ended December 31 

1998(In millions) 2000 

Operating Activities: 
$ 144.3 $ 314.9 $ 281.7Net income 

Adjustments to reconcile net income to net cash provided by operating 
activities: 

446.2 424.6Depreciation and amortization 

Impairment charge 

(38.4) 44.8Deferred income taxes and investment tax credits, net 

7.0 8.7Accrued postretirement benefit costs 

Changes in working capital, net of effects from sale or acquisition of 
. business 

Accounts receivable 

Inventories 

Overrecovered/underrecovered utility fuel costs 

Accounts payable 

Taxes payable 

Prepayments and other 

Other 

(119.7) 

46.7 

(122.0) 

54.6 

(.4) 

(62.3) 

103.8 

(13.8) 

(82.8) 

9.4 

18.3 

16.0 

(25.5) 

35.8 

(2.5) 

51.1 

51.7 

17.8 

(8.2) 
3.1 

5.1 

Net Cash Provided by Operating Activities 478.2 687.1 877.9 

Investing Activities: 

Gross property additions (including borrowed AFUDC) (483.7) (574.0) (543.3) 
Acquisition of businesses . (45.7) (55.9) (206.6) 
Proceeds from sale of properties and businesses 5.4 29.1 40.6 
Proceeds from sale and leaseback 47.0 153.0 
Other investing activities (25.3) (58.5) (129.3) 

Net Cash Used in Investing Activities (549.3) (612.3) (685.6) 

Financing Activities: 

Proceeds from issuance of long-term debt 7.3 50.0 259.1 
Repayment of long-term debt (166.4) (144.4) (275.1 ) 

Increase (decrease) in commercial paper with long-term support 16.5 (16.5) 
Issuance of company obligated mandatorily redeemable preferred 

securities 300.0 
Sale of common stock 43.2 12.7 
Dividends paid on common stock (215.4) (214.0) (207.8) 
Equity contributions from parent 84.5 

Advances from parent 45.2 

Increase (decrease) in short-term debt 314.1 (83.1 ) 21.4 

Other financing activities (.1 ) (2.9) (3.2) 

Net Cash Provided by (Used in) Financing Activities 85.7 (67.7) (192.9) 

Net Increase (Decrease) in Cash and Cash Equivalents 14.6 7 1 (.6).

Cash and Cash Equivalents at Beginning of the Year 9.6 2.5 3.1 

Cash and Cash Equivalents at End of Year $ 24.2 $ 9.6 $ 2.5 

Supplemental Disclosures of Cash Flow Information 

Cash paid during the year - interest (net of amount capitalized) $ 195.5 $ 160.6 $ 158.5 

income taxes (net of refunds) $ 182.5 $ 152.0 $ 110.4 

See Notes to financial statements. 
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(In except per data) 
Equity 

Earnings 
Equity 

(redemption price $102.00) 
Corporation 

premium 

maturing 

maturing 

portion long-term 
Long-Term 

Capitalization 

(2.9) (3.2) 

$ 4.0 

7.5 

4.0 

CONSOLIDATED SCHEDULES of CAPITALIZATION 
Florida Progress Corporation December 31 

millions share 2000 1999 

Common Stock 
Common Stock without par value. 250,000,000 
shares authorized, 98,616,658 outstanding in 
2000 and 98,454,089 outstanding in 1999. $ 1,318.3 $ 1,267.3 
Retained 669.3 741.4 

Total Common Stock $ 1,987.6 $ 2,008.7 

Preferred Stock of Florida Power Corporation-not-subject to mandatory redemption 
Authorized-4,OOO,000 shares cumulative, $100 
par value Preferred Stock; 5,000,000 shares 
cumUlative, no par value preferred stock; 
1,000,000 shares, $100 par value Preference 
Stock 

$100 par value Preferred Stock: 
4.00% - 39,980 shares outstanding 
(redemption price $104.25) $ 4.0 
4.40% - 75,000 shares outstanding 
(redemption price $102.00) 7.5 
4.58% - 99,990 shares outstanding 
(redemption price $101.00) 10.0 10.0 
4.60% - 39,997 shares outstanding 
(redemption price $103.25) 4.0 
4.75% - 80,000 shares outstanding 

8.0 8.0 
Total Preferred Stock of Florida Power $ 33.5 $ 33.5 

Long-Term Debt (maturities and weighted 
average interest rates as of December 31, 2000) 
Florida Power Corporation: 
First mortgage bonds, maturing 2003-2023 6.94% $ 510.0 $ 510.0 
Pollution control revenue bonds, maturing 2014-
2027 6.59% 240.9 240.9 
Medium-term notes, maturing 2001-2028 6.69% 531.1 607.9 
Commercial paper, reclassified to long-term debt 6.89% 200.0 200.0 
Unamortized and discount, net 

Florida Progress Funding Corporation: 
Mandatorily redeemable preferred securities, 

2039 

1,479.1 1,555.6 

7.10% 300.0 300.0 
300.0 300.0 

Progress Capital Holdings: 
Medium-term notes, maturing 2001-2008 
Commercial paper, reclassified to long-term debt 
Other debt, 2001-2008 

Less: Current 
Total 

Total 

of debt 
Debt, Net 

See Notes to financial statements. 

6.85% 
7.24% 
3.83% 

374.0 
300.0 

13.8 
687.8 
190.5 

$ 2,276.4 
$ 4,297.5 

444.0 
283.5 

34.2 
761.7 
163.2 

$ 2,454.1 
$ 4,496.3 
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STATEMENTS 

(In except per data) 

respectively 

(1.0) 

(215.4) 

(UNAUDITED) 

(.4) 

(214.0) (207.8) 

(In except per data) Quarter(a) Quarter(a) Quarter(a) 

CONSOLIDATED 	 of COMMON EQUITY and COMPREHENSIVE INCOME 

Florida Progress Corporation 
millions share 

Beginning Balance 

Net income 
Foreign currency translation adjustment 

Comprehensive Income 
Common Stock Issued - 162,570 shares, 1,117,623 
shares, 273,872 shares, respectively 
Equity contribution from parent, net 
Common stock dividends at annual per share rate of 

$2.22, $2.18 and $2.14, 
Ending Balance 

Years ended December 31 
2000 1999 
$ 2,008.7 $ 1,862.0 

144.3 314.9 

1998 
$ 1,776.0 

281.7 

143.3 

6.9 
44.1 

314.5 

46.2 

281.7 

12.1 

$1,987.6 $ 2.008.7 $ 1,862.0 

See Notes to financial statements. 

CONSOLIDATED QUARTERLY FINANCIAL DATA . 
Florida Progress Corporation 

millions share First Second Third Fourth Quarter (a)(b) 

Year ended December 31,2000 
Operating revenues $ 953.5 $ 1,094.7 $ 1,316.9 $ 1,100.4 

Operating income (loss) 138.4 151.3 200.3 (242.3) 

Net income (loss) 76.5 110.0 150.3 (192.5) 

Common stock data: (c) 

Price per share - high 46.50 50.56 53.44 56.06 


low 	 40.06 45.31 46.88 51.81 
Year ended December 31,1999 
Operating revenues 
Operating income 
Net income 
Common stock data: 
Basic and diluted earnings per common 
Dividend paid per common share 
Price per share - high 

low 

$ 889.9 
137.3 

67.6 

0.69 
.545 

44.75 
36.88 

$ 1,043.0 
158.5 

76.6 

0.78 
.545 

43.25 
35.88 

$ 1,178.9 $ 748.0 
241.0 52.7 
137.7 33.0 

1.40 0.34 
.545 .545 

48.00 46.94 
39.56 41.19 

(a) 	 In the opinion of management, all adjustments necessary to fairly present amounts shown for interim 
periods have been made. Results of operations for an interim period may not give a true indication of 
results for the year. 

(b) 	 See Note 2 for a discussion of the purchase of Florida Progress by Progress Energy. 
(c) 	As of November 30.2000, all outstanding shares of Florida Progress were acquired by Progress 

Energy. 

See Notes to financial statements. 

154 



(In millionsl 

1.9 

4.5 

STATEMENTS of INCOME 
Florida Power Corporation Years ended December 31 

2000 1999 1998 

Operating Revenues 

Electric $ 2,891.2 $2,632.6 $ 2,648.2 

Total Operating Revenues 2,891.2 2,632.6 2,648.2 

Operating Expenses 

Fuel used in electric generation 701.5 598.5 600.1 

Purchased power 498.5 414.1 433.8 

Energy conservation costs 65.0 81.2 79.6 

Other operation and maintenance 524.1 463.9 467.3 

Depreciation and amortization 402.6 3 4 7.5 352.2 

Taxes other than on income 213.3 203.1 203.5 

Total Operating Expenses 2,405.0 2,108.3 2,136.5 

Operating Income 486.2 524.3 511.7 

Other Income (Expense) 

Interest income 1.9 .9 

Other, net (.4) 13.7 

Total Other Income (Expense) 1.5 14.6 6.4 

Income before Interest Charges and Income Taxes 487.7 538.9 518.1 

Interest Ch arges 

Long-term debt 102.2 105.8 115.6 

Other interest charges 26.3 18.1 20.8 

Allowance for borrowed funds used during construction (3.1) (3.3) (9.4) 

Total Interest Charges, Net 125.4 120.6 127.0 

Income before Income Taxes 362.3 418.3 391.1 


Income Taxes 150.5 151.3 141.0 


Net Income 211.8 267.0 . 250.1 


Dividends on Preferred Stock 1.5 1.5 1.5 


Earnings For Common Stock $ 210.3 $ 265.5 $ 248.6 

See Notes to financial statements. 
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deNreciation (3,701.9! (3,454.7} 

Utilit:i 

PreQa:iments 

Caeitalization 
Caeitalization (see capitalization} 

Long-term 
CaOitalization 

ContinHencies 15} 

39.9 68.7 

3.4 

BALANCE SHEETS 
Florida Power Corporation 
(In millions) December 31 

Assets 2000 1999 

Utility Plant 
Electric utility plant in service $ 6,998.1 $ 6,776.8 

Accumulated 
Utility plant in service, net 3,296.2 3,322.1 

Held for future use 8.3 8.1 

Construction work in progress 124.9 139.6 

Nuclear fuel, net of amortization 
Total Plant, Net 3,469.3 3,538.5 

Current Assets 
Cash and cash equivalents 
Accounts receivable, less allowance for doubtful accounts of $5.2 in 

2000 and $4.0 in 1999 328.0 210.8 

T axes receivable 10.2 

Inventories, primarily at average cost: 
Fuel 51.8 76.4 

Materials and supplies 87.4 90.8 

Underrecovered fuel cost 90.4 
Deferred income taxes 39.6 41.3 

146.6 91.1 

Total Current Assets 747.2 520.6 

Deferred Debits and Other Assets 
Deferred purchased power contract termination costs 226.7 297.8 

Unamortized debt expense 9.5 10.4 

Nuclear decommissioning trust funds 400.7 377.2 

Diversified business property, net 9.4 10.0 

Other assets and deferred debits 95.6 134.6 

Total Deferred Debits and Other Assets 741.9 830.0 

Total Assets $ 4,958.4 $ 4,889.1 

and Liabilities 
schedules of 

Common stock equity $ 1,965.0 $ 1,885.0 
Preferred stock-not subject to mandatory redemption 33.5 33.5 

debt, net 1,397.1 1,478.8 

Total 3,395.6 3,397.3 

Current Liabilities 
Current portion of long-term debt 82.0 76.8 

Accounts payable 209.7 175.9 

Overrecovered fuel cost 31.6 

Interest accrued 47.1 59.6 

Short-term obligations 192.5 153.1 

Advances from parent 20.2 
Other current liabilities 223.5 190.8 

Total Current Liabilities 775.0 687.8 

Deferred Credits and Other Liabilities 
Accumulated deferred income taxes 427.5 484.0 

Accumulated deferred investment tax credits 61.6 69.5 

Other postretirement benefit costs 125.2 119.4 

Other liabilities and deferred credits 173.5 131.1 

Total Deferred Credits and Other Liabilities 787.8 804.0 

Commitments and (Note 
Total Capitalization and Liabilities $ 4,958.4 $ 4,889.1 

See Notes to financial statements. 
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37.9 

4.2 

5.3 

STATEMENTS of CASH FLOWS 
Florida Power Corporation Years ended December 31 

(In millions) 2000 1999 ' 1998 

Operating Activities: 
$ 210.3 $ 265.5 $ 248.6Net income 

Adjustments to reconcile net income to net cash provided by operating 
activities: 

Depreciation and amortization 453.3 385.0 382.7 

Deferred income taxes and investment tax credits, net (59.5) (62.2) 36.5 

Changes in working capital 

Accounts receivable (117.2) (4.9) 


Inventories 28.0 (35.5) 


Overrecovered/underrecovered utility fuel costs (122.1) 9.4 51.7 


Accounts payable 33.6 (5.4) 11.8 


Taxes payable 7.6 (4.2) 

Prepayments and other (32.4) (23.5) (11.6) 


Other 52.5 41.3 21.4 


Net Cash Provided by Operating Activities 454.1 575.0 779.0 

Investing Activities: 

Gross property additions (283.7) (357.7) (310.2) 

Allowance for borrowed funds used during construction (3.1) (3.4) (9.4) 

Other investing activities (16.4) (27.5) (56.8) 

Net Cash Used in Investing Activities (303.2) (388.6) (376.4) 

Financing Activities: 

Proceeds from issuance of long-term debt 

Repayment of long-term debt 

Dividends paid on common stock 

Equity contributions from Florida Progress 

Advances from parent 

Increase (decrease) in short-term debt 

' 
14 ' 

(76.8) (91.6) (25t. I 

(201.3) (200.6) (154.9) 

71.0 

20.2 

39.4 105.8 (132.5) 

Net Cash (Used in) Financing Activities (147.5) (186.4) (402.6) 

Net Increase in Cash and Cash Equivalents 3.4 

Cash and Cash Equivalents at Beginning of the Year 

Cash and Cash Equivalents at End of Year 

Supplemental Disclosures of Cash Flow Information 

Cash paid during the year - interest (net of amount capitalized) 

income taxes (net of refunds) 

Non-cash investing activities: 

property dividend to Florida Progress 

$ 3.4 

$ 135.0 

$ 194.4 

$ 

$ 

$ 114.2 
$ 210.9 

$ 

$ 

$ 111.4 
$ 107.3 

$ 41.1 

See Notes to financial statements. 
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(In exceet eer datal 
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Earnings 
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Cor�oration 

�remium {2.9) {3.2) 
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Long-Term 

7.5 

4.0 

SCHEDULES of CAPITALIZATION 

Florida Power Corporation December 31 
millions share 2000 1999 

Common Stock 
Common Stock without par value $ 1,075.4 $ 1,004.4 
Retained 889.6 880.6 

Total Common Stock $ 1,965.0 $ 1,885.0 

Preferred Stock-not-subject to mandatory redemption 
Authorized-4,OOO,000 shares cumulative, $100 
par value Preferred Stock; 5,000,000 shares 
cumulative, no par value preferred stock; 
1,000,000 shares, $100 par value Preference 
Stock 

$100 par value Preferred Stock: 
4.00% - 39,980 shares outstanding 
(redemption price $104.25) $ 4.0 $ 4.0 
4.40% - 75,000 shares outstanding 
(redemption price $102.00) 7.5 
4'.58% - 99,990 shares outstanding 
(redemption price $101.00) 10.0 10.0 
4.60% - 39.997 shares outstanding 
(redemption price $103.25) 4.0 
4.75% - 80,000 shares outstanding 

8.0 8.0 
Total Preferred Stock of Florida Power $ 33.5 $ 33.5 

Long-Term Debt (maturities and weighted 
average interest rates as of December 31, 2000) 
Florida Power Corporation: 
First mortgage bonds, maturing 2003-2023 
Pollution control revenue bonds, maturing 2014-

2027 

6.94% 

6.59% 

$ 510.0 

240.9 

$ 510.0 

240.9 
Medium-term notes, maturing 2001-2028 
Commercial paper. reclassified to long-term debt 
Unamortized and discount, net 

6.69% 
6.89% 

531.1 
200.0 

607.9 
200.0 

1,479.1 1.555.6 
Less: Current of debt 82.0 76.8 

Total Debt, Net $ 1,397.1 $ 1,478.8 
Total Capitalization $ 3,395.6 $ 3,397.3 

See Notes to financial statements. 
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(In millions) 

(201.3) paid Progress (200,6) (196.0) 

{UNAUDITED} 

(In millionsl Ouarter(al Ouarte1.a) Ouarte1.a} Ouarte!J.a} 

(loss} (54.5} 

STATEMENTS of COMMON EQUITY 
Florida Power Corporation Years ended December 31 

2000 1999 1998 ' 

Beginning Balance 	 $ 1,885.0 $ 1,820,1 $ 1,767.5 
Net income 	 210.3 265.5 248.6 
Equity contribution from Florida Progress 	 11.0 
Dividends to Florida 
Ending Balance 	 $1,965.0 $1,885.0 $1,820.1 

See Notes to financial statements. 

QUARTERLY FINANCIAL DATA 
Florida Power Corporation 

First Second Third Fourth 
Year ended December 31,2000 
Operating revenues 
Operating income (loss) 
Net income 

$ 621.9 
132.0 

63.4 

$ 701.4 
156.5 

79.5 

$ 914,5 
221.4 
121.9 

$ 653.4 
(23.7) 

Year ended December 31,1999 
Operating revenues 
Operating income 
Net income 

$ 570.7 
119.9 

62.4 

$ 671.7 
135.1 

65.5 

$ 794.9 
219.7 
121.0 

$ 595.3 
49.6 
16.6 

(a) 	 In the opinion of management, all adjustments necessary to fairly present amounts shown for interim 
periods have been made. Results of operations for an interim period may not give a true indication of 
results for the year. 

The business of Florida Power is seasonal in nature and comparisons of earnings for the quarters do not give a true 
indication of overall trends and changes in Florida Power's operations. In the fourth quarter of 2000, 1999 and 1998 
the FPSC approved the establishment of a regulatory liability for the purpose of deferring nonfuel revenues. The 
2000, 1999 and 1998 deferrals were $63 million, $44.4 million and $10.1 million, respectively. In the third quarter 
of 2000, Florida Power recognized the 1999 $44 million deferral in electric utility revenues and applied it to the 
amortization of the Tiger Bay regulatory asset, which resulted in no impact to 2000 earnings. Similarly, in the 
second quarter of 1999, Florida Power recognized the 1998 $10 million deferral in electric utility revenues and 
applied it toward the amortization of the Tiger Bay regulatory asset, resulting in no impact to 1999 earnings. 
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FLORIDA PROGRESS CORPORATION AND FLORIDA POWER CORPORATION 
NOTES TO FINANCIAL STATEMENTS 

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

General Florida Progress Corporation (the Company or Florida Progress) is a holding company under the Public 
Utility Holding Company Act of 1935 (PUHCA). The Company became subject to the regulations of PUHCA when 
it was acquired by CP&L Energy, Inc. on November 30, 2000. (See Note 2 to the Financial Statements.) CP&L 
Energy, Inc. subsequently changed its name to Progress Energy, Inc. (Progress Energy or the Parent). Florida 
Progress' two primary subsidiaries are Florida Power Corporation (Florida Power) and Electric Fuels Corporation 
(Electric Fuels). 

Electric Fuels' Rail Services, Inland Marine Transportation and the non-Florida Power portion of its Energy & 
Related Services operations report their results one-month in arrears. 

The [mancial statements include the financial results of the Company and its majority-owned operations. All 
significant intercompany balances and transactions have been eliminated. Investments in 20% to 50%-owned joint 
ventures are accounted for using the equity method. The investment in Mid-Continent is accounted for under the 
cost method. 

Certain reclassifications have been made to prior-year amounts to conform to the current year's presentation. 

Use of Estimates In preparing financial statements that conform with generally accepted accounting principles, 
management must make estimates and assumptions that affect the reported amounts of assets and liabilities, 
disclosure of contingent assets and liabilities at the date of the financial statements and amounts of revenues and 
expenses reflected during the reporting period. Actual results could differ from those estimates. 

Regulation - Florida Power is regulated by the Florida Public Service Commission (FPSC) and the Federal Energy 
Regulatory Commission (FERC). The utility follows the accounting practices set forth in the Statement of Financial 
Accounting Standards (SFAS) No. 71, "Accounting for the Effects of Certain Types of Regulation." This standard 
allows utilities to capitalize or defer certain costs or reduce revenues based on regulatory approval and 
management's ongoing assessment that it is probable these items will be recovered or refunded through the 
raternaking process. 

PROPERTY, PLANT AND EQUIPMENT 

Electric Utility Plant - Utility plant is stated at the original cost of construction, which includes payroll and 
related costs such as taxes, pensions and other fringe benefits, general and administrative costs, and an allowance for 
funds used during construction. Substantially all of the utility plant is pledged as collateral for Florida Power's first 
mortgage bonds. 

The allowance for funds used during construction (AFUDC) represents the estimated cost of equity and debt for 
utility plant under construction. Florida Power is permitted to earn a return on these costs and recover them in the 
rates charged for utility services while the plant is in service. The average rate used in computing the allowance for 
funds was 7.8% for 2000, 1999 and 1998. 

The cost of nuclear fuel is amortized to expense based on the quantity of heat produced for the generation of electric 
energy in relation to the quantity of heat expected to be produced over the life of the nuclear fuel core. 

Florida Power's annual provision for depreciation, including a provision for nuclear plant decommissioning costs 
and fossil plant dismantlement costs, expressed as a percentage of the average balances of depreciable utility plant, 
was 4.6% for 2000 and 1999 and 4.7% for 1998. 

The fossil plant dismantlement accrual has been suspended for a period of four years, effective July 1, 1997. (See 
Note 14 to the Financial Statements - Extended Nuclear Outage.) 

Florida Power charges maintenance expense with the cost of repairs and minor renewals of property. The plant 
accounts are charged with the cost of renewals and replacements of property units. Accumulated depreciation is 
charged with the cost, less the net salvage, of property units retired. 
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In compliance with a regulatory order, Florida Power accrues a reserve for maintenance and refueling expenses 
anticipated to be incurred during scheduled nuclear plant outages. 

Diversified Business Property - Diversified business property consists primarily of railcar and recycling 
equipment, barges, towboats, land, synthetic fuel facilities, mineral rights and telecommunications equipment. 

Depreciation on diversified business property is calculated principally on the straightèline method over the following 
estimated useful lives: 

;) to 20 years 

Barges and towboats 30 to 35 years 

Telecommunications equipment 5 to 20 years 

Synthetic fuel facilities 7 to 9 years 


Railcar and recycling equipment 
... 

The synthetic fuel facilities are being depreciated through 2007 at which time the Section 29 tax credits will expire. 

In December 2000, Electric Fuels wrote down certain of its 180 million tons of coal reserves (See Note 3). 
Excluding reserves determined to be impaired, Electric Fuels owns, in fee, properties that contain estimated proven 
and probable coal reserves of approximately 2 million tons, and controls, through mineral leases, additional 
estimated proven and probable coal reserves of approximately 22 million tons. Depletion is provided on the units­
of-production method based upon the estimates of recoverable tons of clean coaL 

Utility Revenues, Fuel and Purchased Power Expenses - Revenues include amounts resulting from fuel, 
purchased power and energy conservation cost recovery clauses, which generally are designed to permit full 
recovery of these costs. The adjustment factors are based on projected costs for a 12-month period. The cumulative 
difference between actual and billed costs is included on the balance sheet as a current regulatory asset or liability. 
Any difference is billed or refunded to customers during the subsequent period. 

Florida Power accrues the nonfuel portion of base revenues for services rendered but unbilled. 

Diversified Revenues - Revenues are recognized at the time products are shipped or as services are 
Leasing activities are accounted for in accordance with SFAS No. 13, "Accounting for Leases." 

Income Taxes Deferred income taxes are provided on all significant temporary differences between the financial 
and tax basis of assets and liabilities using current tax rates. 

rendered. 

Deferred investment tax credits, subject to regulatory accounting practices, are amortized to income over the lives of 
the related properties. 

Accounting for Certain Investments - The Company .considers all highly liquid debt instruments purchased with 
a maturity of three months or less to be cash equivalents. Dividend and interest income are recognized when earned. 

Acquisitions - During 2000 and 1999, subsidiaries of Electric Fuels acquired 7 and 8 businesses, respectively, in 
separate transactions. The cash paid for the 2000 and 1999 acquisitions was $45.7 million and $55.9 million, 
respectively. The excess of the aggregate purchase price over the fair value of net assets acquired was 
approximately $11.1 million and $24.0 million in 2000 and 1999, respectively. The acquisitions were accounted for 
under the purchase method of accounting and, accordingly, the operating results of the acquired businesses have 
been included in the Company's financial statements since the date of acquisition. Each of the acquired companies 
conducted operations similar to those of the subsidiaries and has been integrated into Electric Fuels' operations. The 
pro forma results of consolidated operations for 2000 and 1999, assuming the 2000 acquisitions were made at the 
beginning of each year, would not differ significantly from the historical results. 

Accounting for the Impairment of Goodwill and Long0Lived Assets - The Company accounts for the impairment of 
long-lived assets in accordance with SF AS No. 121, "Accowning for Impairment of Long-Lived Assets and for Long-Lived 
Assets to be Disposed Of'. Goodwill and other long-lived assets are reviewed for impairment whenever events or changes 
in circumstances indicate that the carrying value of the asset may not be recoverable (See Note 3). The amount of 
impairment, if any, is measured based on projected discounted future operating cash flows using a discount rate reflecting 
the Company's average cost of funds. Goodwill is being amortized on a straight-line basis over the expected periods to be 
benefited, generally 40 years. 
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$94.2 $ 147.0 

The Financial Accounting Standards Board (F ASB) is proceeding with its project related to business combinations 
and accounting for goodwilL This project, as proposed, would eliminate the amortization of goodwill and, instead, 
would require goodwill t o  be reviewed periodically for impairment. The F ASB plans to issue a final statement in 
June 2001. 

Environmental The Company accrues environmental remediation liabilities when the criteria of SF AS No. 5, -

"Accounting for Contingencies," have been met. Environmental expenditures are expensed as incurred or 
capitalized depending on their future economic benefit. Expenditures that relate to an existing condition caused by 
past operations and have no future economic benefits are expensed. 

Liabilities for expenditures of a non-capital nature are recorded when environmental assessment and/or remediation 
is probable, and the costs can be reasonably estimated. 

Loss Contingencies Liabilities for loss contingenCIes arising from litigation are recorded when it is probable that -

a liability has been incurred and the amount can be reasonably estimated. The amount of the liability recorded 
includes an estimate of outside legal fees directly associated with the loss contingency. 

New Accounting Standards Effective January 1,2001, the Company adopted SFAS No. 133, "Accounting for -

Derivative Instruments and Hedging Activities," as amended by SFAS No. 138. SFAS No. 133, as amended, 
establishes accounting and reporting standards for derivative instruments, including certain derivative instruments 
embedded in other contracts, and for hedging activities. SF AS No. 133 requires that an entity recognize all 
derivatives as assets or liabilities in the balance sheet and measure those instruments at fair value. There will not be 
a significant transition adjustment affecting the statements of income or comprehensive income. The ongoing 
effects of SF AS No. 133 will depend on future market conditions and the Company's positions in derivative 
instruments and hedging activities. 

NOTE 2: ACQUISITION BY PROGRESS ENERGY,INC. 

On November 30, 2000, Progress Energy acquired all of the outstanding shares of Florida Progress' common stock 
in accordance with the Amended and Restated Plan of Exchange, including the related Plan of Share Exchange, 
dated as of August 22, 1999, as amended and restated as of March 3, 2000, among CP&L Energy, Florida Progress 
and Carolina Power & Light Company. Florida Progress shareholders received $54.00 in cash or shares of Progress 
Energy common stock having a value of $54.00, subject to proration, and one contingent value obligation (CVO) in 
exchange for each share of Florida Progress common stock. The exchange ratio for the shares of Progress Energy 
common stock issued to Florida Progress shareholders was l.3473. Each CVO represents the right to receive 
contingent payments based upon the net after-tax cash flow to Progress Energy generated by four synthetic fuel 
facilities purchased by subsidiaries of Florida Progress in 1999 . 

. 	The acquisition was accounted for by Progress Energy using the purchase method of accounting; however, due to 
the significance of the public debt and preferred securities of the Company and Florida Power, the acquisition cost 
was not pushed down to the Company's separate financial statements or Florida Power's. Even though a new basis 
of accounting and reporting for the Company was not established, significant merger-related costs were incurred in 
2000 and reported in the following captions on the Consolidated Statements of Income: 

Florida Power 
Other Operation 
and Maintenance 

$72.8 
21.4 

Diversified Business Total Florida 
Expenses Progress 

Corporation 
(in millions) 

$17.9 $ 90.7 

Other merger-related costs 


Total 


Employee separation costs 
34.9 

� 

56.3 

In connection with the acquisition of the Company by Progress Energy, the Company began the implementation of a 
plan to combine operations with Progress Energy. In the fourth quarter 2000, the Company recorded executive 
involuntary termination costs of $24.5 million and non-executive involuntary termination costs of $4l.8 million. 
Substantially all of the executive termination expense was attributable to lump-sum severance costs paid in 
December 2000. In connection with the termination of certain key executives, the Company also recorded a 
curtailment and special termination benefit charge of $24.4 million related to two supplemental defmed benefit 
pension plans (See Note 12). The non-executive involuntary termination accrual includes estimates for 
administrative leave, severance, employer FICA, medical benefits and outplacement costs associated with the 
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Company's employee involuntary termination plan. The Company expects to complete the implementation phase of 
the plan by the end of June 2001 and finalize the plan by the end of 200 I. The majority of payments are expected to 
occur in 2001 with the remaining payments occurring through 2003. The Company expects additional termination 
effects related to pension and postretirement benefit plan curtailments in 2001. 

Other merger-related costs include $17.9 million of change of control costs substantially related to the immediate 
vesting of a stock-based performance plan (See Note 11), and $17.3 million of direct transaction costs related to 
investment banker, legal and accounting fees. Other costs incurred include employee retention costs and excise tax 
payments triggered by executive severance and change of control payments. 

NOTE 3: IMPAIRMENT OF LONG-LIVED ASSETS 

During the fourth quarter of 2000, Electric Fuels evaluated the economic feasibility of accessing and mining its existing coal 
reserves in light of the intended changes for the use of these assets by management and a significant downturn in the coal 
industry. Electric Fuels concluded that approximately 180 million tons of its existing reserves are impaired. Based on the 
Electric Fuels' expectation of future net cash flow, these reserves have been written-down to their fair value, resulting in a 

. 	pre-tax loss of $70.2 million. This impairment charge is included in diversified business expenses on the Company's 
consolidated statements of income. 

Progress Energy has hired a financial adviser to assist Florida Progress in evaluating its strategic alternatives with respect to 
two of Electric Fuels' business segments, Rail Services and Inland Marine Transportation. Preliminary valuations on the 
Rail Services business segment indicated that the carrying amounts of long-lived assets are not recoverable. As 
such, the carrying values of these assets were written down to estimated fair value based on discounted cash flows 
considering cash flows expected to result from the use of the assets and their eventual disposition. During the fourth 
quarter 2000, the Rail Services segment recognized the resulting pre-tax impairment loss of $60.5 million, which 
was substantially attributed to the write-down of goodwilL This impairment charge is included in diversified 
business expenses on the Company's consolidated statements of income. See Note 13 for additional information on 
the Rail Services segment. 

NOTE 4: RELATED PARTY TRANSACTIONS 

The Company and its subsidiaries participate in two internal money pools, operated by Progress Energy, to more 
effectively utilize cash resources and to reduce outside short-term borrowings. ShOlt-term borrowing needs are met 
first by available funds of the money pool participants. Borrowing companies pay interest at a rate designed to 
approximate the cost of outside short-term borrowings. Subsidiaries, which invest in the money pool, earn interest 
on a basis proportionate to their average monthly investment. The interest rate used to calculate earnings 
approximates external interest rates. Funds may be withdrawn from or repaid to the pool at any time without prior 
notice. Interest expense related to the advances from Progress Energy in 2000 was not significant. 

From time-to-time the Company and its subsidiaries may receive equity contributions from Progress Energy. 
During 2000, the Company received cash equity contributions totaling $84.5 million from Progress Energy. 

In April 2000, Progress Energy Ventures (Energy Ventures), a wholly-owned subsidiary of Progress Energy, 
purchased a 90% interest in an affiliate of Electric Fuels that owns a synthetic fuel facility located at the company­
owned mine site in Virginia. In May 2000, Energy Ventures purchased a 90% ownership interest in another 
synthetic fuel facility located in West Virginia. The purchase agreements contained a provision that would require 
Energy Ventures to sell, and the respective Electric Fuels affiliate to repurchase. the 90% interest had the share 
exchange among Florida Progress, CP&L Energy and CP&L not occurred. 

Electric Fuels has accounted for the transactions as a sale for tax purposes and, because of the repurchase obligation, 
as a financlllg for financial reporting purposes in the pre-acquisition period and as a transfer of assets within a 
controlled group as of the acquisition date. At the date of acquisition, assets of $8.3 million were transferred to 
Progress Energy. As of December 31, 2000, the Company has a note receivable of $69.3 million from Energy 
Ventures that has been recorded as a reduction to equity for financial reporting purposes, offset by a $46.8 million 
reclassification of the repurchase obligation to equity. Payments on the note during 2000 totaled $9.7 million 
representing principal and $3.8 million representing interest. 
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decommissioning 

Progress Capital Holdings 

On millions) 

lOLl 

(13.7) (2.6) 
(220.4) (30.6) 55.4 

credits, (7.9) (7.8) (7.9) 

$(116.8) $ 

NOTE 5: FINANCIAL INSTRUMENTS 

Estimated fair value amounts have been determined by the Company using available market information. Judgment 
is required in interpreting market data to develop the estimates of fair value. Accordingly, the estimates may t:;e 
different than the amounts that the Company could realize in a current market exchange. 

The Company's exposure to market risk for a change in interest rates relates primarily to the Company's marketable 
securities, debt obligations and Company-obligated mandatorily redeemable preferred securities. The Company's 
short-term obligations, comprised of commercial paper, are carried at cost, which approximate market value. 

The Company held only securities classified as available for sale at both December 31, 2000 and 1999. At 
December 31, 2000 and 1999, the Company had the following financial instruments with estimated fair values and 

carrying amounts: 

2000 1999 
CARRYING FAIR CARRYING FAIR 

(In millions) AMOUNT VALUE AMOUNT VALUE 

ASSETS: 
Investments in company-owned 

life insurance $ 87.3 $ 87.3 $ 89.8 $ 89.8 
Nuclear fund 400.7 400.7 377.2 377.2 
LIABILITIES: 
Long-term debt: 

Florida Power Corporation $1,479.1 $1,467.0 $1,555.6 $1,512.3 
Florida Progress Funding Corporation 300.0 271.5 300.0 249.8 

687.8 684.3 761.7 753.6 

The change in the cash surrender value of the Company's investment in company-owned life insurance is reflected 
in other expense (income) in the accompanying consolidated statements of income. The nuclear decommissioning 
fund consists primarily of equity securities and municipal, government, corporate, and mortgage-backed debt 
securities. The debt securities have a weighted-average maturity of approximately 10 years. The fund had gross 
unrealized gains at December 31, 2000 and 1999 of $23.5 million and $117.3 million, respectively. Gross 
unrealized losses for the same periods were not significant. The proceeds from the sale of securities were $684.1 
million, $722.2 million, and $231.7 million for the years ended December 31,2000,1999, and 1998, respectively. 
The cost of securities sold was based on specific identification and resulted in gross realized gains of $3.6 million, 
$7.6 million, and $1.5 million for the years ended December 31, 2000, 1999, and 1998, respectively. All realized 
and unrealized gains and losses are reflected as an adjustment to the accumulated provision for nuclear 
decommissioning. 

NOTE 6: INCOME TAXES 

FLORIDA PROGRESS 
2000 1999 1998 

Components of income tax expense: 
Payable currently: 

Federal $95.3 $109.6 $ 85.8 
State 16.2 20.5 15.3 

111.5 130.1 
Deferred, net: 

Federal (206.7) (28.0) 47.2 
State 8.2 

Amortization of investment 
tax net 

91.7 $148.6 
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(/n millions) 

(5.6) 
(51.6) 

(4.9) 
(54.4) 

(2.4) (.3) 
(424A)% 

(0.5) (A ) 
36.3% 

(/n millions) 

liabilities $676.6 

$178.5 

5.9 3.5 

3.7 

FLORIDA POWER 
2000 1999 1998 

Components of income tax expense: 
Payable currently: 

Federal $181.3 $185.1 $ 89.2 

State 28.6 28A 15.3 
209.9 213.5 104.5 

Deferred, net: 
Federal (46.0) (49.5) 37.7 

State 6.6 
44.3 

Amortization of investment 

$150.5 $151.3 $141.0 

The primary differences between the statutory rates and the effective income tax rates are detailed below: 

FLORIDA PROGRESS 
2000 1999 1998 

Federal statutory income tax rate 35.0% 35.0% 35.0% 
State income tax, net of federal 

income tax benefits 2.9 
Amortization of investment tax credits (28.7) ( 1.9) ( 1.8) 
Synthetic fuel income tax credits (538.0) (9.5) (.6) 
Other income tax credits (25.4) (1.5) (1.3) 
Non deductible acquisition costs 89.7 
Net unfunded taxes from prior years 15.3 
Other 21.8 
Effective income tax rates 22.6% 34.5% 

FLORIDA POWER 
2000 1999 1998 

Federal statutory income tax rate 35.0% 35.0% 35.0% 
State income tax, net of federal 

income tax benefits 4.1 3.6 
Amortization of investment tax credits (2.2) (1.9) (2.0) 
Non deductible acquisition costs 3.0 
Other 1.8 

41.7% 36.2% 

The following summarizes the components of deferred tax liabilities and assets at December 31,2000 and 1999: 

FLORIDA PROGRESS 
2000 1999 

Deferred tax liabilities: 
Difference in tax basis of property, 
plant and equipment $566.2 $604.9 

Investment in partnerships 6.2 25.5 
Deferred book expenses 9.1 25.0 
Other 16.4 21.2 

Total deferred tax $597.9 

Deferred tax assets: 
Accrued book expenses $109.8 $105.9 
Income tax credit carry forward 92.9 
Unbilled revenues 17.8 17.7 
State income tax loss carry forward 10.9 
Valuation allowance (10.9) 
Other 75.4 54.9 

Total deferred tax assets $295.9 
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On millions) 

$573.0 

On millions) 

decommissioning 

17.7 

FLORIDA POWER 
2000 1999 

Deferred tax liabilities: 
Difference in tax basis of property, 
plant and equipment $491.8 $540.9 

Deferred book expenses 9.1 25.0 
Other 9.2 7.1 

Total deferred tax liabilities $510.1 
Deferred tax assets: 

Accrued book expenses $90.2 $88.9 
Unbilled revenues 17.8 
Other 14.2 23.7 

Total deferred tax assets $122.2 $130.3 

At December 31,2000 and 1999, Florida Progress had net non current deferred tax liabilities of $341.6 million and 
$539.4 million and net current deferred tax assets of $39.6 million and $41.3 million, respectively. Income tax 
credit carry forward at December 31, 2000, consists of $86.9 million of altemative minimum tax credit with an 
indefinite carry forward period and $6 million of general business credit with a carry forward period expiring in 
2020. The valuation allowance in 2000 offsets a related amount of deferred tax assets recorded for state income tax 
net operating losses. The valuation allowance was recorded because of uncertainties associated with the ability to 
offset future state taxable amounts during the carry forward period. The Company believes it is more likely than not 
that the results of future operations will generate sufficient taxable income to allow for the utilization of the 
remaining deferred tax assets. 

At December 31, 2000 and 1999, Florida Power had net non-current deferred tax liabilities of $427.5 million and 
$484.0 miUion and net current deferred tax assets of $39.6 million and $41.3 million, respectively. Florida Power 
expects the results of future operations will generate sufficient taxable income to allow for the utilization of deferred 
tax assets. 

The Company is a majority owner in three facilities and a minority owner in three facilities that produce synthetic 
fuel from coal fines, as defined under the Internal Revenue Service Code Section 29 (Section 29). The production 
and sale of the synthetic fuel from these facilities qualifies for tax credits under Section 29 if certain requirements 
are satisfied. Should the tax credits be denied on future audits, and the Company fails to prevail through the Internal 
Revenue Service or legal process, there could be a significant tax liability owed for previously taken Section 29 
credits, with a significant impact on consolidated results of operations and cash flows. Management believes it is 
probable, although it can not provide certainty that it will prevail on any credits taken. 

NOTE 7: NUCLEAR OPERATIONS 

Jointly Owned Plant In September 1999, Florida Power purchased the City of Tallahassee's 1.33% interest in -

the Crystal River Nuclear Plant (CR3), which was approved by regulatory authorities. The following information 
relates to Florida Power's 91.78% proportionate share of the nuclear plant at December 31,2000 and 1999: 

2000 1999 
Utility plant in service $773.3 $773.6 
Construction work in progress 14.1 18.6 
Unamortized nuclear fuel 39.9 68.7 
Accumulated depreciation 431.9 400.6 
Accumulated 322.2 285.0 

Net capital additions/(retirements) for Florida Power were $(4.9) million in 2000 and $39.2 million in 1999. 
Depreciation expense, exclusive of nuclear decommissioning, was $36.4 million in 2000 and $34.3 million in 1999. 
Each co-owner provides for its own fmancing of its investment. Florida Power's share of the asset balances and 
operating costs is included in the appropriate financial statements. Amounts exclude any allocation of costs related 
to common facilities. 

Decommissioning Costs Florida Power's nuclear plant depreciation expenses include a provision for future -

decommissioning costs, which are recoverable through rates charged to customers. Florida Power is placing 
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amounts collected in an externally managed trust fund. The recovery from customers, plus income earned on the 
trust fund, is expected to be sufficient to cover Florida Power's share of the future dismantlement, removal and land 
restoration costs. Florida Power has a license to operate the nuclear unit through December 3, 2016, and 
contemplates decommissioning beginning at that time. Plans are in place to request the extension of the CR3 
operating license in 2005. 

In November 1995, the FPSC approved the current site-specific study that estimates total future decommissioning 
costs at approximately $2 billion, which corresponds to $501.9 million in 2000 dollars. Florida Power's share of the 
total annual decommissioning expense is $21.7 million. 

In December 2000, Florida Power filed a new site-specific study with the FPSC that estimated total future 
decommissioning costs to be approximately $1.7 billion, which corresponds to $515.8 million in 2000 dollars. 
Florida Power filed a petition with the FPSC requesting that the retail portion of annual decommissioning expense 
be decreased to $8.6 million, beginning in January 2001. The FPSC is expected to rule on this petition in 200 I. 

Fuel Disposal Costs Florida Power has entered into a contract with the DOE for the transportation and disposal 
of spent nuclear fueL Disposal costs for nuclear fuel consumed are being collected from customers through the fuel 
adjustment clause at a rate of $.00 I per net nuclear kilowatt-hour sold and are paid to the DOE quarterly. Florida 
Power currently is storing spent nuclear fuel on-site and has sufficient storage capacity in place for fuel consumed 
through the year 20 II. 

NOTE 8: PREFERRED AND PREFERENCE STOCK AND SHAREHOLDER RIGHTS 

The authorized capital stock of the Company includes 10 million shares of preferred stock, without par value, 
including 2 million shares designated as Series A Junior Participating Preferred Stock. No shares of the Company's 
preferred stock are issued and outstanding. The Company had a Shareholder Rights Agreement, which would have 
caused the issuance of some or all of this Preferred Stock in the event of certain attempted business combinations. 
The Shareholder Rights Agreement terminated in connection with the acquisition by Progress Energy. 

The authorized capital stock of Florida Power includes three classes of preferred stock: 4 million shares of 
Cumulative Preferred Stock, $100 par value; 5 million shares of Cumulative Preferred Stock, without par value; and 
I million shares of Preference Stock, $100 par value. No shares of Florida Power's Cumulative Preferred Stock, 
without par value, or Preference Stock are issued and outstanding. All Cumulative Preferred Stock series are 
without sinking funds and are not subject to mandatory redemption. 

NOTE 9: COMPANY-OBLIGATED MANDATORILY REDEEMABLE CUMULATIVE QUARTERLY 
INCOME PREFERRED SECURITIES (QUIPS) OF A SUBSIDIARY TRUST HOLDING 
SOLELY FLORIDA PROGRESS GUARANTEED SUBORDINATED DEFERRABLE 
INTEREST NOTES 

In April 1999, FPC Capital I (the Trust), an indirect wholly-owned subsidiary of the Company, issued 12 million 
shares of $25 par cumulative Company-obligated mandatorily redeemable preferred securities (Preferred Securities) 
due 2039, with an aggregate liquidation value of $300 million with an annual distribution rate of 7.10%, payable 
quarterly. Currently, all 12 million shares of the Preferred Securities that were issued are outstanding. Concurrent 
with the issuance of the Preferred Securities, the Trust issued to Florida Progress Funding Corporation (Funding 
Corp.) all of the common securities of the Trust (371,135 shares), for $9.3 million. Funding Corp. is a direct 
wholly-owned subsidiary of the Company. 

The existence of the Trust is for the sole purpose of issuing the Preferred Securities and the common securities and 
using the proceeds thereof to purchase from Funding Corp. its 7.10% Junior Subordinated Deferrable Interest Notes 
(subordinated notes) due 2039, for a principal amount of $309.3 million. The subordinated notes and the Notes 
Guarantee (as discussed below) are the sole assets of the Trust. Funding Corp.'s proceeds from the sale of the 
subordinated notes were advanced to Progress Capital Holdings and used for general corporate purposes including 
the repayment of a portion of certain outstanding short-term bank loans and commercial paper. 

The Company has fully and unconditionally guaranteed the obligations of Funding Corp. under the subordinated 
notes (the Notes Guarantee). In addition, the Company has guaranteed the payment of all distributions required to 
be made by the Trust, but only to the extent that the Trust has funds available for such distributions (Preferred 
Securities Guarantee). The Preferred Securities Guarantee, considered together with the Notes Guarantee, 
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constitutes a full and unconditional guarantee by the Company of the Trust's obligations under the Preferred 
Securities. 

The subordinated notes may be redeemed at the option of Funding Corp. beginning in 2004 at par value plus accrued 
interest through the redemption date. The proceeds of any redemption of the subordinated notes will be used by the 
Trust to redeem proportional amounts of the Preferred Securities and common securities in accordance with their 
terms. Upon liquidation or dissolution of Funding Corp., holders of the Preferred Securities would be entitled to the 
liquidation preference of $25 per share plus all accrued and unpaid dividends thereon to the date of payment. 

These preferred securities are classified as long-term debt on Florida Progress' consolidated balance sheets. 

NOTE 10: DEBT AND CREDIT FACILITIES 

The Company's consolidated subsidiaries have lines of credit totaling $1.0 billion, which are used to support the 
issuance of commercial paper. The lines of credit were not drawn on as of December 31, 2000. Interest rate 
availability under the lines of credit arrangements vary from subprime or money market rates to the prime rate. 
Banks providing lines of credit are compensated through fees. Commitment fees on lines of credit vary between .08 
and .20 of 1 %. 

The lines of credit consist of five revolving bank credit facilities, two for Florida Power and three for Progress 
Capital Holdings, Inc. (Progress Capital). The Florida Power facilities consist of $200 million with a 364-day term 
and $200 million with a remaining four-year term. The Progress Capital facility consists of $300 million with a 
364-day term and $300 million with a remaining three-year term. Included in the above amounts is a new $200 
million, 364-day facility, which Progress Capital established in July 2000, while concurrently increasing its 
commercial paper program from $400 million to $600 million. In November 2000, $300 million of the 364-day 
facilities were extended to November 2001. Based on the duration of the underlying backup credit facilities, $500 
million and $483.5 million of outstanding commercial paper at December 31,2000 and 1999, respectively, are 
classified as long-term debt. As of December 31, 2000, Florida Power and Progress Capital. had an additional 
$192.5 million and $274.8 million, respectively, of outstanding commercial paper classified as short-term debt. 

Progress Capital has uncommitted bank bid facilities authorizing it to borrow and re-borrow, and have outstanding at 
any time, up to $300 million. The bank bid facilities were not drawn as of December 31, 2000 and 1999, 
respectively. 

In March 2000, Florida Power established an uncommitted bank bid facility allowing it to borrow and re-borrow and 
have loans outstanding at any time, up to $100 million. The facility was established to temporarily supplement 
commercial paper borrowings, as needed. As of December 31, 2000, there were no loans outstanding under this bid 
facility. 

Florida Power has a public medium-term note program providing for the issuance of either fixed or floating interest 
rate notes. These notes may have maturities ranging from nine months to 30 years. A balance of $250 million is 
available for issuance at December 31, 2000. 

Progress Capital has a private medium-term note program providing for the issuance of either fixed or floating 
interest rate notes, with maturities ranging from nine months to 30 years. A balance of $400 million is available for 
Issuance under this program. 

The combined aggregate maturities of long-term debt for 2001 through 2005 for Florida Progress are $190.5 million, 
$87 million, $775 million, $68 million and $48 million, respectively. Florida Power's maturities of long-term debt 
for 2001 through 2005 are $82 million, $32.2 million, $417.4 million, $42.7 million and $48 million, respectively. 

Florida Progress has unconditionally guaranteed the payment of Progress Capital's debt. 

NOTE 11: STOCK-BASED COMPENSATION 

The Company and one of its subsidiaries had Long-Term Incentive Plans (LTIPs) which authorized the granting of 
common stock to certain executives in various forms. These plans were terminated on November 30, 2000, in 
conjunction with the acquisition by Progress Energy (See Note 2). All outstanding LTIP awards as of November 30, 
2000 were paid in full in 2000 in accordance with the change in control provisions of these plans. Certain 
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executives were also eligible to receive restricted stock, which also fully vested and was paid in conjunction with the 
merger. 

The Company accounted for these plans in accordance with the provisions of Accounting Principles Board Opinion 
No. 25, "Accounting for Stock Issued to Employees," as allowed under SF AS No. 123, "Accounting for Stock

' 
Based Compensation." Compensation costs for performance shares; performance units and restricted stock were 
recognized at the fair market value of the Company's stock and recognized over the performance cycle. 
Compensation costs related to the LTIPs for 2000, 1999 and 1998 were $17 million, $19 million and $9 million, 
respectively, In addition the Company recognized merger-related costs of $18 million associated with these plans 
in 2000, as a result of the immediate vesting of all outstanding awards. 
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$ 3.5 

39.4 

NOTE 12: BENEFIT PLANS 

Pension Benefits The Company and some of its subsidiaries have two noncontributory defmed benefit pension -

plans covering most employees. 

The Company also has two supplementary defmed benefit pension plans, that provide additional benefits to certain 
higher-level employees. As a result of the acquisition by Progress Energy, the benefits of one plan were frozen on 
December 31, 2000 and the Company recorded merger-related charges of $24.4 million associated with the two 
plans. (See Note 2) The net pension benefit recognized in 2000 of $53.6 million does not include the merger-related 
charges. 

Other Postretirement Benefits The Company and some of its subsidiaries also provide certain health care and -

life insurance benefits for retired !(mployees that reach retirement age while working for the Company. 

Shown below are the components of the net pension expense and net postretirement benefit expense calculations for 
2000,1999 and 1998: 

Pension Benefits Other Postretirement Benefits 

(In millions) 2000 1999 1998 2000 1999 1998 

Service cost $18.7 $ 22.0 $ 22.3 $ 3.2 $ 3.5 
Interest cost 42.5 39.4 37.7 10.9 10.4 10.5 
Expected return on plan assets (92.0) (78.4) (68.5) (.5) (.4) (.3) 
Net amortization and deferral (15.1 ) ( 12.5) 2.7 3.0 3.2 

Net costl(benefit) $(53.6) $(32.1 ) $(21.0) $16.3 $16.5 $16.9 

The following weighted average actuarial assumptions at December 31 were used in the calculation of the year-end 
funded status: 

Pension Benefits Other Postretirement Benefits 

2000 1999 1998 2000 1999 1998 

Discount rate 7.50% 7.5.0% 7.00% 7.50% 7.50% 7.00% 

Expected long-term rate of return 9.00% 9.00% 9.00% 5.00% 5.00% 5.00% 
Rate of compensation incretse: 

Bargaining unit employees 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 

Nonbargaining unit employees 4.50% 4.50% 4.50% 4.50% 4.50% 4.50% 

4.50% 4.50% 4.00% N/A N/A N/A 
The following summarizes the change in the benefit obligation and plan assets for both the pension plan and 
postretirement benefit plan for 2000 and 1999: 

Pension Benefits Other Postretirement Benefits 

(In millions) 2000 1999 2000 1999 

Change in benefit obligation 

Benefit obligation at beginning of year $582.2 $574.2 $154.5 $161.5 

Service cost 18.7 22.0 3.2 3.5 

Interest cost 42.5 10.9 10.4 

Plan amendment 9.5 (2.4) 

Actuarial (gain)/loss (10.7) (34.9) (2.7) (10.3) 

Benefits paid (30.5) (28.0) (8.6) (8.2) 

Curtailment loss and special 

termination benefits (See Note 2) 25.5 

Benefit at end of 627.7 582.2 157.3 154.5 

Change in plan assets 

Fair value of plan assets at beginning of year 1,039.0 885.0 9.2 8.1 

Return on plan assets (net of expenses) (61.7) 179.9 1.1 (.2) 

Employer contributions 1.3 1.3 

Benefits paid (28.5) (25.9) 
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Unrecognized (399.21 
PreEaid {accrued) 

Fair value of plan assets at end of year 948.8 1,039.0 11.6 9.2 

Funded status 321.1 456.8 (145.7) ( 145.3) 
Unrecognized transition (asset) obligation (10.6) ( 15.5) 41.9 45.4 
Unrecognized prior service cost 19.6 12.0 

net actuarial gain (244.8) (25.6) (23.2) 
benefit cost $85.3 $54.1 $(129.4) $( 123.1) 

The Company has assets in a rabbi trust for the purpose of providing benefits to the participants in the 
supplementary defined benefit retirement plans and certain other plans for higher level employees. The assets of the 
rabbi trust are not reflected as plan assets because the assets could be subject to creditors' claims. The assets and 
liabilities of the supplementary defined benefit retirement plans are included in Other Assets and Deferred Debits 
and Other Liabilities and Deferred Credits on the accompanying Consolidated Balance Sheets. 

The assumed pre-medicare and post medicare health care cost trend rates for 2001 are 7.2% and 6.2%, respectively. 
Both rates ultimately decrease to 5.3% in 2005 and thereafter. A one-percentage point increase or decrease in the 
assumed health care cost trend rate would change the total service and interest cost by approximately $1 million and 
the postretirement benefit obligation by approximately $10 million. 

Due to different retail and wholesale regulatory rate requirements, Florida Power makes quarterly contributions to 
the postretirement benefit plan to an irrevocable external trust fund for wholesale rate making, while continuing to 
accrue post-retirement benefit costs to an unfunded reserve for retail ratemaking. 

NOTE 13: BUSINESS SEGMENTS 

The Company's principal business segment is Florida Power, an electric utility engaged in the generation, purchase, 
transmission, distribution and sale of electricity primarily in Florida. The other reportable business segments are 
Electric Fuels' Energy & Related Services, Rail Services and Inland Marine Transportation units. Energy & Related 
Services includes coal and synthetic fuel operations, natural gas production and sales, river terminal services and 
off-shore marine transportation. Rail Services' operations include railcar repair, rail parts reconditioning and sales, 
railcar leasing and sales, providing rail and track material, and scrap metal recycling. Inland Marine provides 
transportation of coal, agricultural and other dry-bulk commodities as well as fleet management services. The other 
category consists primarily of Progress Telecom the Company's telecommunications subsidiary, the Company's 
investment in FPC Capital Trust, which holds the Preferred Securities, and the holding company, Florida Progress 
Corporation. Progress Telecom markets wholesale fiber-optic based capacity service in the Southeastern United 
States and also markets wireless structure attachments to. wireless communication companies and governrnental 
entities. Florida Progress allocates a portion of its operating expenses to business segments. 

The Company's business segment information for 2000, 1999 and 1998 is summarized below. The Company's 
significant operations are geographically located in the United States with limited operations in Mexico and Canada. 
The Company's segments are based on differences in products and services, and therefore no additional disclosures 
are presented. Intersegment sales and transfers consist primarily of coal sales from the Energy and Related Services 
segment of Electric Fuels to Florida Power. The price Electric Fuels charges Florida Power is based on market rates 
for coal procurement and for water-borne transportation under a methodology approved by the FPSC. Rail 
transportation is also based on market rates plus a return allowed by the FPSC on equity in transportation equipment· 
utilized in transporting coal to Florida Power. The allowed rate of return is currently 12%. No single customer 
accounted for 10% or more of unaffiliated revenues. 

Segment net income (loss) for 2000 includes a long-lived asset impairment pre-tax loss of $70.2 million (after-tax 
$47.3 million) included in the Energy & Related Services segment and $60.5 million impairment pre-tax loss (after­
tax $36.3 million) included in the Rail Services segment (See Note 3). 
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millions2 Utilit- Trans.ortation 

ProEerty 

ProEerty 

Property 

mtllions2 

regulatory assets/(liabilities), 

regulatory 

(5.5) 

Energy & Inland 
Related Rail Marine 

(In Services Services Other Eliminations Consolidated 

2000 

Revenues $2,891.2 $319.9 $1,047.4 $170.3 $32.4 $4.3 $4,465.5 

Intersegment revenues 244.4 .7 17.8 (8.7) (254.2) 

Depreciation and amortization 453.3 25.2 32.3 5.7 8.0 524.5 

Interest expense 128.5 12.2 42.7 (1.6) 52.0 (23.2) 210.6 

Income tax expense/(benefit) 150.5 (200.4) (29.0) 8.0 (45.6) (.3) (116.8) 

Segment net income (loss) 210.3 34.1 (52.9) 9.0 (55.7) (.5) 144.3 

Total assets 4,958.4 345.4 802.2 104.5 745.5 (448.9) 6,507.1 

additions 288.5 62.9 25.1 2.7 104.5 483.7 

1999 

Revenues $2,632.6 $180.3 $880.2 $141.0 $ 21.1 $ 4.6 $3,859.8 

Intersegment revenues 262.9 1.5 14.5 (8.9) (270.0) 

Depreciation and amortization 385.0 21.1 27.5 5.5 7.1 446.2 

Interest expense 123.9 6.9 32.3 .6 41.5 (l6.7) 188.5 

Income tax expense/(benefit) 151.3 (39.2) 16.6 6.8 (43.3) (.5) 91.7 

Segment net income (loss) 265.5 38.9 21.3 10.7 (20.7) (.8) 314.9 

Total assets 4,889.1 390.5 815.0 106.5 720.1 (506.5) 6,414.7 

additions 362.5 39.5 61.8 61.4 48.8 574.0 

1998 

Revenues $2,648.2 $173.8 $658.5 $124.6 $ .5 $ 4.3 $3,609.9 

Intersegment revenues 273.9 1.3 14.0 (289.2) 

Depreciation and amortization 382.7 14.4 19.4 4.5 3.6 424.6 

Interest expense 136.4 5.8 21.3 4.4 20.8 ( 1.6) 187.1 

Income tax expense/(benefit) 141.0 6.3 12.3 6.3 (17.3) 148.6 

Segment net income (loss) 248.6 20.4 15.9 10.3 ( 13.5) 281.7 

Total assets 4,928.1 316.5 680.0 99.5 334.0 (197.3) 6,160.8 

additions 326.0 32.0 91.0 93.6 .7 543.3 

NOTE 14: REGULATORY MATTERS 

Rates -Florida Power's retail rates are set by the FPSC, while its wholesale rates are governed by FERC. Florida 
Power's last general retail rate case was approved in 1992 and allowed a 12% regulatory return on equity with an 
allowed range between 11 % and 13%. 

On July 7, 2000, the FPSC opened a docket 
combination with Progress Energy. The FPSC's decision expected by late March 2001 has been deferred. 
Power has agreed that if the FPSC subsequently takes formal action under the interim rate statute, the effective date 
of that action will be March 13, 2001. The Company cannot estimate the impact, if any, at this time. 

Regulatory Assets and Liabilities - Florida Power has total regulatory assets (liabilities) at December 31, 2000 
and 1999 as detailed below: 
(In 

Deferred purchased power contract termination costs 
Replacement fuel (extended nuclear outage) 
Under (Over) recovered utility fuel costs 
Unamortized loss on reacquired debt 
Deferred revenues 
Other net 

Net assets 

172 

2000 

(63.0) 

$278.2 

1999 

23.3 

(44.4) 

30.0 

$298.7 

to review Florida Power's earnings including the effects of the 
Florida 

$226.7 $297.8 

7.9 23.6 

90.5 (31.6) 

21.6 



The utility expects to fully recover these assets and refund the liabilities through customer rates under current 
regulatory practice. 

If Florida Power no longer applied SF AS No. 71 due to competition, regulatory changes or other reasons, the utility 
would make certain adjustments. These adjustments could include the write-off of all or a portion of its regulatory 
assets and liabilities, the evaluation of utility plant, contracts and commitments and the recognition, if necessary, of 
any losses to reflect market conditions. 

The Tiger Bay regulatory asset, for contract tennination costs, is being recovered pursuant to an agreement between 
Florida Power and several intervening parties, which was approved by the FPSC in June 1997. The amortization of 
the regulatory asset is calculated using revenues collected under the fuel adjustment clause as if the purchased power 
agreements related to the facility were still in effect, less the actual fuel costs and the related debt interest expense. 
This will continue until the regulatory asset is fully amortized. Florida Power has the option to accelerate the 
amortization at its discretion. Including accelerated amounts, Florida Power recorded amortization expense of $71.2 
million, $23 million and $27.2 million, in 2000, 1999 and 1998, respectively. 

In December 2000, Florida Power received approval from the FPSC to establish a regulatory liability to defer 2000 
revenues for disposition by April 2, 2001. If a proposal is not filed by that date Florida Power would apply the 
deferred revenues of $63 million, plus accrued interest, to accelerate the amortization of the Tiger Bay regulatory 
asset. 

Similar approvals were given by the FPSC in November 1999 and December 1998. Florida Power received 
approval from the FPSC to defer nonfuel revenues towards the development of a plan that would allow customers to 
realize the benefits earlier than if they were used to accelerate the amortization of the Tiger Bay regulatory asset. 
Florida Power was unable to identify any rate initiatives that might allow its ratepayers to receive these benefits 
sooner. In September 2000 and June 1999; Florida Power recognized $44.4 million and $10.1 million of revenue, 
and recorded $44.4 million and $10.1 million, plus interest, of amortization against the Tiger Bay regulatory asset. 

Extended Nuclear Outage In June 1997, the FPSC approved a settlement agreement between Florida Power and -

all parties who intervened in Florida Power's request to recover replacement fuel and purchased power costs 
resulting from the extended outage of its nuclear plant. The parties to the settlement agreement agreed not to seek or 
support any increase or reduction in Florida Power's base rates or the authorized range of its return on equity during 
the four-year amortization period. The settlement agreement also provided that for purposes of monitoring Florida 
Power's future earnings, the FPSC will exclude the nuclear outage costs when assessing Florida Power's regulatory 
return on equity. The agreement resolved all present and future disputed issues between the parties regarding the 
extended outage of the nuclear plant. The agreement expires June 30, 2001. 

NOTE 15: COMMITMENTS AND CONTINGENCIES 

Fuel, Coal and Purchased Power Commitments - Florida Power has entered into various long-term contracts to 
provide the fossil and nuclear fuel requirements of its generating plants and to reserve pipeline capacity for natural 
gas. In most cases, such contracts contain provisions for price escalation, minimum purchase levels and other 
financial commitments. Estimated annual payments, based on current market prices, for Florida Power's firm 
commitments for fuel purchases and transportation costs, excluding delivered coal and purchased power, are $77 
million, $77 million, $92 million, $94 million and $94 million for 2001 through 2005, respectively, and $1,048 
million in total thereafter. Additional commitments will be required in the future to supply Florida Power's fuel 
needs. 

Electric Fuels has two coal supply contracts with Florida Power, the provisions of which require Florida Power to 
buy and Electric Fuels to supply substantially all of the coal requirements of four of Florida Power's power plants, 
two through 2002 and two through 2004. In cOIUlection with these contracts, Electric Fuels has entered into several 
contracts with outside parties for the purchase of coal. The annual obligations for coal purchases and transportation 
under these contracts are $116.7 million and $35.4 million for 2001 and 2002, respectively, with no current 
obligations thereafter. The total cost incurred for these commitments in 2000, 1999 and 1998 was $110.6 million, 
$125.3 million and $117.7 million, respectively. 

Florida Power has long-term contracts for about 460 MW of purchased power with other utilities, including a 
contract with The Southern Company for approximately 400 MW of purchased power annually through 2010. This 
represents less than 5% of Florida Power's total current system capacity. Florida Power has an option to lower these 
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Capacity Payments 

255 284 
297 

purchases to approximately 200 MW annually with a three-year notice, The purchased power from The Southern 
Company is supplied by generating units with a capacity of approximately 3,500 MW and is guaranteed by The 
Southern Company's entire system, totaling more than 30,000 MW, 

As of December 31, 2000, Florida Power has ongoing purchased power contracts with certain qualifying facilities 
for 871 MW of capacity with expiration dates ranging from 2002 to 2025. The purchased power contracts provide 
for capacity and energy payments. Energy payments are based on the actual power taken under these contracts. 
Capacity payments are subject to the qualifying facilities meeting certain contract performance obligations, In most 
cases, these contracts account for 100% of the generating capacity of each of the facilities, Of the 871 MW under 
contract, 831 MW currently are available to Florida Power, All commitments have been approved by the FPSC. 

The FPSC allows the capacity payments to be recovered through a capacity cost recovery clause, which is similar to, 
and works in conjunction with, energy payments recovered through the fuel cost recovery clause. 

Florida Power incurred purchased power capacity costs totaling $28004 million in 2000, $240.6 million in 1999 and 
$260.1 million in 1998. The following table shows minimum expected future capacity payments for purchased 
power commitments. Because the purchased power commitments have relatively long durations, the total present 
value of these payments using a 10% discount rate also is presented. 

Purchased Power 
(In millions) Utilities Cogenerators Total 
2001 $53 $230 $283 
2002 53 236 289 
2003 51 244 295 
2004 29 
2005 29 268 
2006·2025 136 5,036 5,172 

Total $351 $6,269 $6,620 
Total net present value $2,555 

Leases Electric Fuels has several noncancelable operating leases, primarily for transportation equipment, with -

varying terms extending to 2015, and generally require Electric Fuels to pay all executory costs such as maintenance 
and insurance. Some rental payments include minimum rentals plus contingent rentals based on mileage. 
Contingent rentals were not significant. The minimum future lease payments under noncancelable operating leases, 
with initial terms in excess of one year, including the synthetic lease described below, are $71.8 million, $55.1 
million, $56.2 million, $64.5 million and $48.1 million for 2001 through 2005, respectively, with a $198.6 million 
total obligation thereafter. The total costs incurred under these commitments were $73.9 million, $51.1 million and 
$30.9 million during 2000, 1999 and 1998, respectively. 

On August 6, 1998, MEMCO, a wholly-owned subsidiary of Electric Fuels, entered into a synthetic lease financing, 
accomplished via a sale and leaseback, for an aggregate of approximately $175 million in inland river barges and 
$25 million in towboats (vessels). MEMCO sold and leased back $153 million of vessels as of December 31,1998, 
and the remaining $47 million of vessels in May 1999. The lease (charter) is an operating lease for financial 
reporting purposes and a secured fmancing for tax purposes. 

The term of the noncancelable charter expires on December 30, 2012, and provides MEMCO one 18-month renewal 
option on the same terms and conditions. MEMCO is responsible for all executory costs, including insurance, 
maintenance and taxes, in addition to the charter payments. MEMCO has options to purchase the vessels throughout 
the term of the charter, as well as an option to purchase at the termination of the charter. Assuming MEMCO 
exercises no purchase options during the term of the charter, the purchase price for all vessels totals to $141.8 
million at June 30, 2014. In the event that MEMCO does not exercise its purchase option for all vessels, it will be 
obligated to remarket the vessels and, at the expiration of the charter. pay a maximum residual guarantee amount of 
$89.3 million. 

The minimum future charter payments as of December 31, 2000, are $15.4 million, $15.4 million, $15.8 million, 
$15.8 million and $16.0 million for 2001 through 2005 and $140.4 million thereafter (excluding the purchase option 
payment). All MEMCO payment obligations under the transaction documents are unconditionally guaranteed by 
Progress Capital, which are subsequently guaranteed by Florida Progress. 
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Construction Program Substantial commitments have been made in connection with the Company's-

construction program. For the year 2001, Florida Power has projected annual construction expenditures of $343 
million, primarily for electric plant. 

Insurance Florida Progress and its subsidiaries utilize various risk management techniques to protect certain 
assets from risk of loss, including the purchase of insurance. Risk avoidance, risk transfer and self-insurance 
techniques are utilized depending on the Company's ability to assume risk, the relative cost and availability of 
methods for transferring risk to third parties, and the requirements of applicable regulatory bodies. 

Florida Power self-insures its transmission and distribution lines against loss due to storm damage and other natural 
disasters. Pursuant to a regulatory order, Florida Power is accruing $6 million annually to a storm damage reserve 
and may defer any losses in excess of the reserve. The reserve balances at December 31,2000 and 1999 were $29.5 
million and $25.6 million, respectively. 

Under the provisions of the Price Anderson Act, which limits liability for accidents at nuclear power plants, Florida 
Power, as an owner of a nuclear plant, can be assessed for a portion of any third-party liability claims arising from 
an accident at any commercial nuclear power plant in the United States. If total third-party claims relating to a 
single nuclear incident exceed $200 million (the amount of currently available commercial liability insurance), 
Florida Power could be assessed up to $88.1 million per incident, with a maximum assessment of $10 million per 
year. 

Florida Power also maintains nuclear property damage insurance and decontamination and decommissioning 
liability insurance totaling $1.6 billion. This insurance coverage is purchased from Nuclear Electric Insurance Ltd. 
(NEIL). Florida Power is self-insured for any losses that are in excess of this coverage. Under the terms of the 
NEIL policy, Florida Power could be assessed up to a maximum of $8.7 million in any policy year if losses in 
excess of NEIL 's available surplus are incurred. 

Florida Power has never been assessed under these nuclear indemnities or insurance policies. 

Claims and Uncertainties - The Company is subject to federal, state and local regulations addressing air and water 
quality, hazardous and solid waste management and other environmental matters. 

Various organic materials associated with the production of manufactured gas, generally referred to as coal tar, are 
regulated under federal and state laws. The lead or sole regulatory agency that is responsible for a particular fanner 
coal tar site depends largely upon the state in which the site is located. There are several MGP sites to which Florida 
Power has some connection. In this regard, Florida Power, with other potentially responsible parties, is participating 
in investigating and, if necessary, remediating former coal tar sites with several regulatory agencies, including, but 
not limited to, the U.S. Environmental Protection Agency (EPA) and the FDEP. Although the Company may incur 
costs at these sites about which it has been notified, based upon current status of these sites, the Company does not 
expect those costs to be material to the financial position or results of operations of the Company. The Company 
has accrued amounts to address known costs at certain of these sites. 

The Company is periodically notified by regulators such as the EPA and various state agencies of their involvement 
or potential involvement in sites, other than MGP sites, that may require investigation andlor remediation. Although 
the Company.may incur costs at the sites about which they have been notified, based upon the current status of these 
sites, the Company does not expect those costs to be material to the financial position or results of operations of the 
Company. 

The EPA has been conducting an enforcement initiative related to a number of coal-fired utility power plants in an 
effort to determine whether modifications at those facilities were subject to New Source Review requirements or 
New Source Performance Standards under the Clean Air Act. Florida Power has recently been asked to provide 
information to the EPA as part of this initiative and has cooperated in providing the requested information. The EPA 
has initiated enforcement actions against other utilities as part of this initiative, some of which have resulted in or 
may result in settlement agreements, ranging from $1.0 billion to $1.4 billion. These settlement agreements have 
generally called for expenditures to be made over extended time periods, and some of the companies may seek 
recovery of the related costs through rate adjustments. The Company cannot predict the outcome of this matter. 

In July 1997, the EPA issued final regulations establishing a new eight-hour ozone standard. In October 1999,the 
District of Columbia Circuit Court of Appeals ruled against the EPA with regard to the federal eight-hour ozone 
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standard. The U.S. Supreme Court has upheld, in part, the District of Columbia Circuit Court of Appeals decision. 
Further litigation and rulemaking are anticipated. The Company cannot predict the outcome of this matter. 

Florida Power has filed claims with the Company's general liability insurance carriers to recover costs arising out of 
actual or potential liabilities. Some claims have settled and others are still pending. While management cannot 
predict the outcome of these matters, the outcome is not expected to have a material effect on the fmancial position 
or results of operations. 

Other Commitments The Company has certain future commitments related to synthetic fuel facilities purchased. -

These agreements require payments to the seller based on the tons of synthetic fuel produced and sold. During 
2000, expenses related to these agreements amounted to $20.3 million. 

LEGAL MATTERS 

Age Discrimination Suit Florida Power and Florida Progress have been named defendants in an age-

discrimination lawsuit. The number of plaintiffs remains at 116, but four of those plaintiffs have had their federal 
claims dismissed and 74 others have had their state age claims dismissed. While no dollar amount was requested, 
each plaintiff seeks back pay, reinstatement or front pay through their projected dates of normal retirement, costs 
and attorneys' fees. In October 1996, the Federal Court approved an agreement between the parties to provisionally 
certify this case as a class action suit under the Age Discrimination in Employment Act. Florida Power filed a 
motion to decertify the class and in August 1999, the Court granted Florida Power's motion. In October 1999, the 
judge certified the question of whether the case should be tried as a class action to the Eleventh Circuit Court of 
Appeals for immediate appellate review. In December 1999, the Court of Appeals agreed to review the judge's 
order decertifying the class and oral arguments were held in January 2001. In anticipation of a potential ruling 
decertifying the case as a class action, plaintiffs filed a virtually identical lawsuit, which identified all opt-in 
plaintiffs as named plaintiffs. This case had been held in abeyance until reactivated in July 2000 upon motion of the 
plaintiffs. 

In December 1998, during mediation in this age discrimination suit, plaintiffs alleged damages of $100 million. 
Company management, while not believing plaintiffs' claim to have merit, offered $5 million in an attempt to settle 
all claims. Plaintiffs rejected that offer. Florida Power and the plaintiffs engaged in informal settlement 
discussions, which terminated on December 22, 1998. As a result of the plaintiffs' claims, management has 
identified a probable range of $5 million to $100 million with no amount within that range a better estimate of 
probable loss than any other amount; accordingly, Florida Power has accrued $5 million. In December 1999, 
Florida Power also recorded an accrual of $4.8 million for legal fees associated with defending its position in these 
proceedings. There can be no assurance that this litigation will be settled, or if settled, that the settlement will not 
exceed $·5 million. Additionally, the ultimate outcome, if litigated, cannot presently be determined. 

Advanced Separation Technologies (AST) In 1996, Florida Progress sold its 80% interest in AST to Calgon 
Carbon Corporation (Calgon) for net proceeds of $56 million in cash. In January 1998, Calgon filed a lawsuit 
against Florida Progress and the other selling shareholder and amended it in April 1998, alleging misstatement of 
AST's 1996 revenues, assets and liabilities, seeking damages and granting Calgon the right to rescind the sale. The 
lawsuit also accused the sellers of failing to disclose flaws in AST's manufacturing process and a lack of quality 
control. Florida Progress believes that the aggregate total of all legitimate warranty claims by customers of AST for 
which it is probable that Florida Progress will be responsible for under the Stock Purchase Agreement with Calgon 
is approximately $3.2 million, and accordingly, accrued $3.2 million in the third quarter of 1999 as an estimate of 
probable loss. Florida Progress filed a motion for summary judgement, which is pending. 

Qualifying Facilities Contracts - Florida Power's purchased power contracts with qualifying facilities employ 
separate pricing methodologies for capacity payments and energy payments. Florida Power has interpreted the 
pricing provision in these contracts to allow it to pay an as-available energy price rather than a higher firm energy 
price when the avoided unit upon which the applicable contract is based would not have been operated. 

The owners of four qualifying facilities filed suits against Florida Power in state court over the contract payment 
terms, and one owner also filed suit in federal court. Three of the state court suits have been settled and the federal 
case was dismissed. The most recent case to settle involved Dade CountylDade Cogen. In May 1999, the parties 
reached an agreement to settle their dispute in its entirety, including all of the ongoing litigation. The definitive 
settlement agreement was approved by the Dade County Commission in December 1999 and by the FPSC in June 
2000. 
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In the remaining state court suit, the trial regarding NCP Lake Power (Lake) concluded in December 1998. In April 
1999, the judge entered an order granting Lake's breach of contract claim and ruled that Lake is entitled to receive 
"firm" energy payments during on-peak hours, but for all other hours, Lake is entitled to the "as-available" rate. 
The Court also ruled that for purposes of calculating damages, the breach of contract occurred at the inception of the 
contract. In August 1999, a Final Judgment was entered for Lake for approximately $4.5 million and Lake filed a 
Notice of Appeal. Also in this case, in April 1998, Florida Power filed a petition with the FPSC for a Declaratory 
Statement that the contract between the parties limits energy payments thereunder to the avoided costs based upon 
an analysis of a hypothetical unit having the characteristics specified in the contract In October 1998, the FPSC 
denied the petition, but Florida Power appealed to the Florida Supreme Court. On January 26, 200 I, the District 
Court of Appeals reversed the trial court's order and held that the contract requires Florida Power to pay Lake the 
fum energy rate for all hours that the avoided unit operates, less any maintenance shut-down hours. The District 
Court of Appeals remanded the case to the trial court for a new trial to determine the appropriate amount of damages 
consistent with the appellate court's ruling. Florida Power has sought rehearing of the District Court of Appeal's 
decision. 

Management does not expect that the results of these legal actions will have a material impact on Florida Power's 
financial position, results of operations or liquidity. Florida Power anticipates that all fuel and capacity expenses, 
including any settlement amounts incurred as a result of the matters discussed above, will be recovered from its 
customers. 

Mid-Continent Life Insurance Company (Mid-Continent) - As discussed below, a series of events in 1997 
significantly jeopardized the ability of Mid-Continent to implement a plan to eliminate a projected reserve 
deficiency, resulting in the impairment of Florida Progress' investment in Mid-Continent Therefore, Florida 
Progress recorded a provision for loss on investment of $86.9 million in 1997. Florida Progress also recorded an 
accrual at December 31, 1997, for legal fees associated with defending its position in current Mid-Continent legal 
proceedings. 

In the spring of 1997, the Oklahoma State Insurance Commissioner (Commissioner) received court approval to seize 
control as receiver of the operations of Mid-Continent. The Commissioner had alleged that Mid-Continent's 
reserves were understated by more than $125 million, thus causing Mid-Continent to be statutorily impaired. The 
Commissioner further alleged that Mid-Continent had violated Oklahoma law relating to deceptive trade practices in 
connection with the sale of its "Extra Life" insurance policies and was not entitled to raise premiums, a key element 
of Mid-Continent's plan to address the projected reserve deficiency. While sustaining the receivership, the court 
also ruled that premiums could be raised. Although both sides appealed the decision to the Oklahoma Supreme 
Court, those appeals were withdrawn in early 1999. 

In December 1997, the receiver filed a lawsuit (Receiver's Lawsuit) against Florida Progress, certain of its directors 
and officers, and certain fom1er Mid-Continent officers, making a number of allegations and seeking access to 
Florida Progress' assets to satisfy policyholder and creditor claims. In April 1998, the court granted motions to 
dismiss the individual defendants, leaving Florida Progress as the sole remafuing defendant in the lawsuit. 

A new Commissioner was elected in November 1998 and has worked with Florida Progress and others to develop a 
plan to rehabilitate Mid-Continent rather than pursue litigation against Florida Progress. Based on data through 
December 31, 1998, Florida Progress' actuarial estimate of the additional assets necessary to fund the reserve, after 
applying Mid-Continent's statutory surplus is in the range of $100 million. The amount put forth by the actuary 
hired by the former Commissioner was in the range of $350 million. Florida Progress believes that any estimate of 
the projected reserve deficiency would affect only the assets of Mid-Continent, because Florida Progress has legal 
defenses to any claims asserted against it. 

In January 1999, five Mid-Continent policyholders filed a purported class action (Policyholders' Lawsuit) against 
Mid-Continent and the same defendants named in the case filed by the former Commissioner. The complaint 
contains substantially the same factual allegations as those made by the former Commissioner. The suit asserts 
"Extra Life" policyholders have been injured as a result of representations made in connection with the sale of that 
policy. The suit seeks actual and punitive damages. 

On April 17, 2000, Florida Progress filed an answer in the purported policyholder class action. That answer denied 
all material allegations of the petition. On April 27, 2000, Florida Progress filed an amended answer and third party 
petition, which asserted claims for indemnity and contribution against John P. Crawford in his capacity as a prior 
actuary to Mid-Continent and Lewis & Ellis, Inc., the actuarial firm that designed the Mid-Continent "Extra Life" 
policy .. 
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Proposals for a plan of rehabilitation were received and opened in June 1999. In October 1999, the new 
Conunissioner signed a letter of intent, subject to approval by the Oklahoma District Court, concerning the 
assumption of all policies of Mid-Continent. In a letter of intent in connection with the proposed plan of 
rehabilitation, Florida Progress agreed to assign all of Mid·Continent's stock to the receiver, and contribute $10 
million to help offset future premium rate increases or coverage reductions, provided that, among other things, 
Florida Progress receives a full release from liability, and the receiver's action against Florida Progress is dismissed, 
with prejudice. The $10 million was proposed to be held in escrow by the Conunissioner for a period of 10 years 
and invested for the benefit of the policyholders. Any proposed premium increases would have been offset by this 
fund until it was exhausted. The Mid·Continent plan was originally scheduled to be considered by the Oklahoma 
County District Court in December 1999, but the Court postponed its consideration. Florida Progress accrued an 
additional provision for loss of $10 million in December 1999. The loss was more than offset by the recognition of 
tax benefits of approximately $11 million, related to the excess of the tax basis over the current book value of the 
investment in Mid-Continent, and thus, did not have a material impact on Florida Progress' consolidated financial 
position, results of operations, or liquidity. This benefit had not been recorded earlier due to uncertainties associated 
with the timing of the tax deduction. 

The Court ordered the filing of new proposals by May 22, 2000. The Conunissioner recommended the proposal 
submitted by American Fidelity Assurance Company (American Fidelity). In September 2000, the Oklahoma 
County District Court began a hearing to approve the rehabilitation plan proposed by the Oklahoma Insurance 
Conunissioner, under which American Fidelity would acquire Mid·Continent's policies. On September 26, 2000, 
the Court approved acquisition of the Mid-Continent policies by American Fidelity. In addition, Florida Progress 
reached a settlement to resolve the Policyholders' Lawsuit. Under the terms of the settlement, Florida Progress 
agreed to contribute an additional $7.5 million, towards protecting policyholders in the event that future premium 
rate increases are necessary, and pary attorney's fees and expenses up to $4.875 million. Florida Progress also agreed 
with the Conunissioner to provide approximately $.6 million to fund welfare benefits for retired Mid·Continent 
employees. Accordingly Florida Progress accrued $12.8 million in September 2000. The additional $7.5 million 
brings the total contribution to the fund by Florida Progress to $17.5 million. In the event that future premium rate 

- increases are necessary, the $17.5 million, plus interest accrued, will offset increases until the fund is exhausted. 
Dismissal of the Receiver's Lawsuit is part of the settlement. The Policyholders' Lawsuit case has b.een transferred to 
the rehabilitation court. On February 21, 2001, the Court approved the settlement of the Policyholders' Lawsuit and 
the dismissal of the Receiver's Lawsuit. Florida Progress considers this matter concluded for reporting purposes. 

Easement Litigation - In December 1998, Florida Power was served with a class action lawsuit seeking damages, 
declaratory and injunctive relief for the alleged improper use of electric transmission easements. The plaintiffs 
contend that the licensing of fiber optic telecommunications lines to third parties or telecommunications companies 
for other than Florida Power's internal use along the electric transmission line right-of-way exceeds the authority 
granted in the easements. In June 1999, plaintiffs amended their complaint to add Progress Telecommunications 
Corporation, an indirect wholly-owned subsidiary of Florida Progress, as a defendant and to add counts for unjust 
enrichment and constructive trust. In January 2000, the Court conditionally certified the class statewide. In a 
mediation held in March 2000, the parties reached a tentative settlement of this claim. In January 2001, the Court 
preliminarily approved the amended settlement agreement, certified the settlement class and approved the class 
notice. Management does not expect that the results of these legal actions will have a material impact on Florida 
Progress' fmancial position, results of operations or liquidity. Accordingly, no provision for loss has been recorded 
pertaining to this matter. 

- Other Legal Matters Florida Progress and Florida Power are involved in various other claims and legal actions 
arising in the ordinary course of business. In the opinion of management, the ultimate disposition of these matters 
will not have a material adverse effect upon either company's financial position, results of operations or liquidity. 
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACOUNTANTS ON ACCOUNTING AND 
FINANCIAL DISCLOSURE 

As a result of the acquisition of Florida Progress Corporation (FPC) and Florida Power Corporation (Florida Power) 
by Progress Energy. Inc. (Progress Energy), management decided to retain Deloitte & Touche LLP (D&T) as its 
independent public accountants. D&T has served as the independent public accountants for Progress Energy for 
over fifty years. On March 21, 200 I, the Audit Committee of the Board of Directors approved this recommendation 
and formally elected to (i) engage D&T as the independent accountants for FPC and Florida Power and (ii) dismiss 
KPMG LLP (KPMG) as such independent accountants. 

KPMG's reports on FPC's and Florida Power's financial statements for 2000 and 1999 (the last two fiscal years of 
KPMG's engagement) contained no adverse opinion or a disclaimer of opinion, and were not qualified or modified 

to uncertainty, audit scope or accounting principles. D&T became FPC's and Florida Power's independent 
accountants upon the completion of the 2000 audit and issuance of the related fmancial statements. 

During FPC's and Florida Power's last two fiscal years and the subsequent interim period to the date hereof, there 
were no disagreements between FPC and Florida Power and KPMG on any matter of accounting principles or 
practices, fmancial statement disclosure, or auditing scope or procedure, which disagreements, if not resolved to the 
satisfaction of KPMG, would have caused them to make reference to the subject matter of the disagreements in 
connection with their report on the fmancial statements for such years. 

FPC and Florida Power have requested KPMG to furnish it, as promptly as possible, with a letter addressed to the 
Securities and Exchange Commission stating whether it agrees with the above statements made by FPC and Florida 
Power in this Form IO-K. A copy of such letter, dated March 28,2001 is filed as an Exhibit to this Form 10-K. 
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PART III 

For purposes of Part III, "Florida Progress" shall mean Florida Progress Corporation, excluding all consolidated 
subsidiaries, unless otherwise indicated. 

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANTS 

On November 30, 2000, Progress Energy, Inc. formerly known as CP&L Energy, Inc., acquired all of the 
outstanding shares of Florida Progress' common stock in a share exchange. The information provided in response to 
this item reflects the consummation of the share exchange and is provided for individuals who were serving as 
directors and executive officers of Florida Progress or Florida Power as of December 31, 2000. 

FLORIDA PROGRESS 

DIRECTORS 

Edwin B. Borden, age 67; is President of The Borden Manufacturing Company, a textile management services 
company. He has served as a Director of the Company since November 30, 2000 and also serves as a director of 
Progress Energy, Inc., Carolina Power & Light Company, Jefferson-Pilot Corporation, Ruddick Corporation and 
Winston Hotels, Inc. 

David L. Burner, age 61,is Chairman, President and Chief Executive Officer of The BFGoodrich Company (since 
July 1997). He previously served as President and Chief Executive Officer (from December 1996 to July 1997) and 
President (from December 1995 to December 1996) of The BFGoodrich Conipany and as President, BFGoodrich 
Aerospace and Executive Vice President of The BFGoodrich Company (from January 1995 to December 1995). He 
has served as a Director of the Company since November 30,2000 and also serves as a director of Progress Energy, 
Inc., Carolina Power & Light Company, Brush Engineered Materials, Inc., Milacron, Inc. and Briggs & Stratton 
Corporation. 

William Cavanaugh III, age 62, is Chairman, President and Chief Executive Officer of the Company (since 
November 30, 2000). He also serves as Chairman, President and Chief Executive Officer, Progress Energy, Inc. 
(formerly known as (i) CP&L Holdings, Inc. from August 1999 to February 2000 and (ii) CP&L Energy, Inc. from 
February 2000 to December 2000),from August 1999 to present; Chairman, Progress Energy Service Company, 
LLC, (formerly known as CP&L Service Company LLC), from July 2000 to present; Chairman, Florida Power 
Corporation from November 30, 2000 to present; Chairman, Progress Energy Ventures, Inc. (formerly known as 
CPL Energy Ventures, Inc.), from March 2000 to present; and Chairman, President and Chief Executive Officer, 
Carolina Power & Light Company ("CP&L") from May 1999 to present. He previously served as President and 
Chief Executive Officer, CP&L, from October 1996 to May 1999; and President Chairman (since May 1999), 
President and Chief Executive Officer of the Company (since October 1996). He previously served as President and 
Chief Operating Officer of the CornpanyCP&L (from September 1992 to October 1996). He has served as a 
Director of the Company since November 30,2000 and also serves as a director of Progress Energy, Inc., (including 
its subsidiaries listed herein) Carolina Power & Light Company and Duke-Weeks Realty Corporation. 

Charles W. Coker, age 67,is Chairman of Sonoco Products Company, a manufacturer of paperboard and paper and 
plastics packaging products (since April 1998). He previously served as Chairman and Chief Executive Officer of 
Sonoco Products Company (from 1976 to April 1998). He has served as a Director of the Company since 
November 30, 2000 and also serves as a director of Progress Energy, Inc., Carolina Power & Light Company, 
BankAmerica Corporation, Sara Lee Corporation and Springs Industries, Inc. 

Richard L. Daugherty, age 65, is the Executive Director of NCSU Research Corporation, a development 
corporation of the Centennial Campus of North Carolina State University (since March 1995). He has served as a 
Director of the Company since November 30, 2000 and also serves as a director of Progress Energy, Inc. and 
Carolina Power & Light Company. 

W. D. Frederick, Jr., age 66 .is a citrus grower and rancher. He is a retired partner in the law firm of Holland & 
Knight. He has served as a Director of the Company since 1995 and also serves as a director of Progress Energy, 
Inc., Carolina Power & Light Company, Blue Cross/Blue Shield of Florida and SunTrust Bank, Central Florida, 
N.A. 
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Richard Korpan, age 59, is retired Chairman, President and Chief Executive Officer of Florida Progress 
Corporation. He served as that company's Chairman from July 1, 1998 to November 30, 2000, and held the 
positions of President and Chief Executive Officer from 1991 and June 1997, respectively, until November 30, 
2000. He has served as a Director of the Company since 1989 and also serves as a director of Progress Energy, Inc. 
and Carolina Power & Light Company. 

Estell C. Lee, age 65, is President of The Lee Company, a building supplies company. She has served as a Director 
of the Company since November 30, 2000 and also serves as a director of Progress Energy, Inc. and Carolina Power 
& Light Company. 

E. Marie McKee, age 50, is Senior Vice President of Coming Incorporated, a developer of technologies for glass, 
ceramics, fiber optics and photonics. She has served as a Director of the Company since November 30, 2000 and 
also serves as a director of Progress Energy, Inc. and Carolina Power & Light Company. 

William O. McCoy, age 67,is a partner in Franklin Street Partners, an investment management firm (since 1998). 
He previously served as Interim Chancellor of the University of North Carolina from April 1999 to August 14,2000 
and as Vice President-Finance of the University of North Carolina from 1995 to 1998. He has served as a Director 
of the Company since November 30, 2000 and also serves as a director of Progress Energy, Inc., Carolina Power & 
Light Company, The Kenan Corporation, Liberty Corporation, Duke-Weeks Realty Corporation, TeraGlobal 
Communications Corp., Acterna Corp. and North Carolina Capital Management Trust and as a Trustee of Fidelity 
Investments. 

John H. Mullin, III, age 59, is Chairman of Ridgeway Farm, LLC, a limited liability company engaged in timber 
and agricultural activities. He has served as a Director of the Company since November 30,2000 and also serves as 
a director of Progress Energy, Inc., Carolina Power & Light Company, Graphic Packaging International Corp. and 
The Liberty Corporation, and as a Trustee of The Putnam Funds. 

Richard A. Nunis, age 68 is President of New Business Solutions, Inc. He previously served as Chairman, Walt 
Disney Parks & Resorts. He has served as a Director of the Company since 1989 and also serves as a director of 
Progress Energy, Inc. and Carolina Power & Light Company. 

J. TyJee Wilson, age 69, is retired Chairman and Chief Executive·Officer of RJR Nabisco, Inc. He has served as a 
Director of the Company since November 30,2000 and also serves as a director of Progress Energy, Inc. and 
Carolina Power & Light Company and BellSouth Corporation. 

Jean Giles Wittner, age 66, is President and Secretary of Wittner & Co., Inc. a Florida holding company for 
companies that provide life insurance products, employee benefit insurance programs, and commercial office leasing 
and property management services. She has served as a director of the Company since 1982 and also serves as a 
director of Progress Energy, Inc., Carolina Power & Light Company and Raymond James Bank, FSB. 

EXECUTIVE OFFlCERS 

William Cavanaugh III, age 62 

Information concerning Mr. Cavanaugh is set forth in Part III hereof, under the heading "Directors and Executive . 
Officers of the Registrants - Florida Progress, Directors." 

-

H. William Habermeyer, Jr., age 58 

President and Chief Executive Officer, Florida Power Corporation, November 30, 2000 to present; Vice President, 
Carolina Power & Light Company, Western Region, July 1997 to November 2000; Vice President, Carolina Power 
& Light Company, Nuclear Engineering, August 1995 to July 1997. 

William D. Johnson, age 47 

Executive Vice President, General Counsel and Secretary of the Company, February 2001 to present; Executive 
Vice President and Secretary of the Company, November 30, 2000 to February 2001; Executive Vice President, 
General Counsel and Secretary, Progress Energy, Inc. (formerly known as (i) CP&L Holdings, Inc. from August 
1999 to February 2000 and (ii) CP&L Energy, Inc. from February 2000 to December 2000), February 2001 to 
present; Executive Vice President and Corporate Secretary, Progress Energy, Inc., June 2000 to February 2001; 
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Senior Vice President and Secretary, CP&L Holdings, Inc., August 1999 to June 2000; Executive Vice President, 
General Counsel and Corporate Secretary, Progress Energy Service Company, LLC (formerly CP&L Service 
Company LLC), July 2000 to present; Executive Vice President, General Counsel and Corporate Secretary, Carolina 
Power & Light Company, November 2000 to present; Senior Vice President and Corporate Secretary, Carolina 
Power & Light Company, Legal and Risk Management, March 1999 to November 2000; Vice President-Legal 
Department and Corporate Secretary, Carolina Power & Light Company, 1997 to 1999; Vice President, Senior 
Counsel and Manager-Legal Department, Carolina Power & Light Company, 1995 to 1997. 

Tom D. Kilgore, age 53 

President and CEO, Electric Fuels Corporation, November 30, 2000 to present; Group President, CP&L, November 
30, 2000 to present; Senior Vice President, Carolina Power & Light Company, Power Operation, August 1998 to 
November 30, 2000; President and Chief Executive Officer, Oglethorpe Power Corporation, Georgia Transmission 
Corporation and Georgia Operations Corporation, July 1991 to August 1998. These three companies provide power 
generation, transmission and system operations services, respectively, to 39 of Georgia's 42 customer-owned. 
Electric Membership Corporations. From 1984 to July 1991, Mr. Kilgore held numerous management positions at 
Oglethorpe. 

Robert B. McGehee, age 58 

Executive Vice President of the Company, February 2001 to present; Executive Vice President and General Counsel 
of the Company, November 30, 2000 to February 2001; Executive Vice President, Progress Energy, Inc. (formerly 
known as (i) CP&L Holdings, Inc. from August 1999 to February 2000 and (ii) CP&L Energy, Inc. from February 
2000 to December 2000) and Carolina Power & Light Company, February, 200 I to present; President and Chief 
Executive Officer, Progress Energy Service Company, LLC (formerly known as CP&L Service Company LLC), 
from July 2000 to present; Executive Vice President and General Counsel, Progress Energy, August, 1999 to 
February, 2001; Executive Vice President and General Counsel, Carolina Power & Light Company, May 2000 to 
February 200 I; Executive Vice President, General Counsel, Chief Administrative Officer and Interim Chief 
Financial Officer, Carolina Power & Light Company, March 3, 2000 to May 2000; Executive Vice President, 
General Counsel and Chief Administrative Officer, Carolina Power & Light Company, March 1999 to March 3, 

2000; Senior VIce President and General Counsel, Carolina Power & Light Company, May 1997 to March 1999. 
From 1974 to May 1997, Mr. McGehee was a practicing attorney with Wise Carter Child & Caraway, a law finn in 
Jackson, Mississippi. He primarily handled corporate, contract, nuclear regulatory and employment matters. From 
1987 to 1997 he managed the flIIIJ.., serving as chairman of its Board from 1992 to May 1997. 

Peter M. Scott III, age 51 

Executive Vice President and Chief Financial Officer ("CFO") of the Company, November 30, 2000 to present; 
Executive Vice President and CFO, Progress Energy, Inc. (formerly known as CP&L Energy, Inc.) June, 2000 to 
present; Executive Vice President and CFO, Florida Power, November 30, 2000 to present, Executive Vice 
President and CFO, Progress Energy Service Company, LLC (formerly known as CP&L Service Company, LLC), 
July 2000 to present; Executive Vice President and CFO, Carolina Power & Light Company, May 2000 to present. 
Before joining the Company, Mr. Scott was President of Scott, Madden & Associates, Inc., a management 
consulting firm he founded in 1983. The fum advises companies on key strategic initiatives for growing 
shareholder value. 

Robert H. Bazemore, Jr., age 46 

Controller and Chief Accounting Officer of the Company, November 30, 2000 to present; Controller and Chief 
Accounting Officer, Progress Energy, Inc. (formerly known as CP&L Energy, Inc.), June 2000 to present; 
Controller, Florida Power Corporation, November 30, 2000 to present; Vice President and Controller, Progress 
Energy Service Company, LLC (formerly CP&L Service Company LLC), July 2000 to present; Vice President and 
Controller, CarolIna Power & Light Company, May 2000 to present; Director, Operations & Environmental Support 
Department, December 1998 to May 2000; Manager, Financial & Regulatory Accounting, September 1995 to 
December 1998. 

There are no family relationships between any director or any executive officer of Florida Progress. The executive 
officers serve at the pleasure of the Florida Progress Board of Directors. Each executive officer is appointed 
annually, 
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INVOLVEMENT IN CERTAIN LEGAL PROCEEDINGS 

On September 27, 1999, Florida Progress and its directors were served with a purported class action complaint, Case 
No. 99-6167CI-20, styled Lisa Fruc hter, on behalf of herself and all others similarly situated, v. Florida Progress 
Corporation; Richard Korpan; Clarence V. McKee; Richard A. Nunis, Jean Giles Wittner; Michael P. Graney; Joan 
D. Ruffier, Robert T. Stuart, Jr.; W. D. Frederick; and Vincent J. Naimoli. The complaint was filed in the Circuit 
Court of the 6th Judicial Circuit in and for Pinellas County, Florida on September 14, 1999. The complaint seeks 
class action status and injunctive relief (1) declaring that the agreement and plan of exchange among CP&L Energy, 
Inc. (now Progress Energy, Inc.), Florida Progress and Carolina Power & Light Company was entered into in breach 
of the fiduciary duties of the Florida Progress board of directors, (2) enjoining Florida Progress from proceeding 
with the share exchange, (3) rescinding the agreement and plan of exchange; (4) enjoining any other business 
combination until an auction is conducted to obtain the highest price possible for Florida Progress, (5) directing the 
Florida Progress board of directors to commence such an auction, and (6) awarding the class an unspecified amount 
of damages. The complaint also seeks an award of costs and attorneys' fees. Florida Progress believes this action is 
without merit and intends to vigorously defend itself against this action. The share exchange closed on November 
30,2000. 

COMPLIANCE WITH SECTION 16(a) OF THE EXCHANGE ACT 

Section 16(a) of the Securities Exchange Act of 1934 requires Florida Progress' executive officers and directors, and 
persons who own more than ten percent of a registered class of Florida Progress' equity securities, to file reports of 
ownership and changes in ownership with the Securities and Exchange Commission and the New York Stock 
Exchange. 

Based upon a review of the copies of such forms furnished to Florida Progress during 2000 or written 
representations that no forms were required, Florida Progress believes that all Section 16(a) filing requirements 
applicable to its executive officers and directors with respect to Florida Progress' 2000 fiscal year were met. 

FLORIDA POWER 
DIRECTORS 

William Cavanaugh III, age 62 

Information concerning Mr. Cavanaugh is set forth in Part III hereof, under the heading "Directors and Executive 
Officers of the Registrants Florida Progress, Directors." 

H. William Habermeyer, Jr., age 58 

Information concerning Mr. Habermeyer is set forth in Part III hereof, under the heading "Directors and Executive 
Officers of the Registrants Florida Progress, Executive Officers." 

William D. Johnson, age 47 

Infonnation concerning Mr. Johnson is set forth in Part III hereof, under the heading "Directors and Executive 
Officers of the Registrants Florida Progress, Executive Officers." 

Robert B. McGehee, age 58 

Information concerning Mr. McGehee is set forth in Part III hereof, under the heading "Directors and Executive 
Officers of the Registrants - Florida Progress, Executive Officers." 

William S. Orser, age 56 

Group President,"Florida Power Corporation and Carolina Power & Light Company, November 30, 2000 to present; 
Executive Vice President, Carolina Power & Light Company, Energy Supply, June 1998 to November 30,2000; 
Executive Vice President and Chief Nuclear Officer, Carolina Power & Light Company, December 1996 to June 
1998; Executive Vice President, Carolina Power & Light Company, Nuclear Generation, April 1993 to December 
1996. 

Peter M. Scott III, age 51 
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Information concerning Mr. Scott is set forth in Part III hereof, under the heading "Directors and Executive Officers 
of the Registrants - Florida Progress, Executive Officers." 

EXECUTIVE OFFICERS 

William Cavanaugh III, age 62 

Information concerning Mr. Cavanaugh is set forth in Part III hereof, under the heading "Directors and Executive 
Officers of the Registrants - Florida Progress, Directors." 

Don K. Davis, age 55 

Executive Vice President of the Company, November 30, 2000 to present; Executive Vice President, Carolina 
Power & Light Company, May 2000 to present; President and Chief Executive Officer, North Carolina Natural Gas 
Corporation, July 2000 to present; Chief Executive Officer, Strategic Resource Solutions, June 2000 to present; 
Executive Vice President, Florida Power Corporation, February 200 1 to present. Before joining the Progress 
Energy, Mr. Davis was Chairman, President and Chief Executive Officer of Yankee Atomic Electric Company and 
served as Chairman, President and Chief Executive Officer of Connecticut Atomic Power Company from 1997 to 
May 2000. From January 1992 to December 1996, he was Chief Executive Officer and Director of PRISM 
Consulting, Inc., a utility management consulting firm he founded. 

Fred N. Day IV, age 57 

Executive Vice President, Florida Power Corporation and Carolina Power & Light Company, November 30,2000 to 
present; Senior Vice President, Carolina Power & Light Company, Energy Delivery, July 1997 to November 30, 

2000; Vice President, Carolina Power & Light Company, Western Region, 1995 to July 1997. 

Wayne C. Forehand, age 57 

Senior Vice President, Florida Power Corporation, November 30, 2000 to present; Vice President, Florida Power 
Corporation, September 1993 to November 2000. 

H. William Habermeyer, Jr., age 58 

Information concerning Mr. Habermeyer is set forth in Part III hereof, under the heading "Directors and Executive 
Officers of the Registrants - Florida Progress, Executive Officers." 

c. S. Hinnant, age 56 

Senior Vice President, Florida Power Corporation, November 30, 2000 to present; Senior Vice President and Chief 
Nuclear Officer, Carolina Power & Light Company, June 1998 to present; Vice President, Carolina Power & Light 
Company, Brunswick Nuclear Plant, April 1997 to May 1998; Vice President, Carolina Power & Light Company, 
Robinson Nuclear Plant, March 1994 to March 1997. 

William D. Johnson, age 47 

Information concerning Mr. Johnson is set forth in Part III hereof, Wlder the heading "Directors and Executive 
Officers of the Registrants - Florida Progress, Executive Officers." 

William S. Orser, age 56 

Information concerning Mr. Orser is set forth in Part III hereof, under the heading "Directors and Executive Officers 
of the Registrants - Florida Power, Directors." 

Peter M. Scott III age 51 

Information concerning Mr. Scott is set fOlth in Part III hereof, under the heading "Directors and Executive Officers 
of the Registrants - Florida Progress, Executive Officers." 
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Robert H. Bazemore, Jr. age 46 

Information concerning Mr. Bazemore is set forth in Part III hereof, under the heading "Directors and Executive 
Officers of the Registrants - Florida Progress, Executive Officers." 

E. Michael Williams, age 52 

Senior Vice President, Florida Power Corporation, November 30, 2000 to present; Senior Vice President, Carolina 
Power & Light Company, June 2000 to present; Before joining the Company, Mr. Williams held the position of 
Vice President, Fossil Generation, Central and South West Corp., an investor-owned utility. 

- There are no family relationships between any director or any executive officer of Florida Power. The executive 
officers serve at the pleasure of the Florida Power Board of Directors. Each executive officer is appointed annually. 

COMPLIANCE WITH SECTION 16(a) OF THE EXCHANGE ACT 

Based upon a review of the copies of such forms furnished to Florida Power during 2000 or written 
representations that no forms were required, Florida Power believes that all Section 16(a) filing requirements 
applicable to its executive officers and directors with respect to Florida Power's 2000 fiscal year were met 
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ITEM 11. EXECUTIVE COMPENSATION 

On November 30, 2000, Progress Energy, Inc., formerly known as CP&L Energy, Inc., acquired all of the 
outstanding shares of Florida Progress' common stock in a share exchange transaction. Following the 
consummation of the share exchange, the Organization and Compensation Committee of the Progress energy Board 
of Directors set the compensation for the Progress Energy senior management team, which includes all officers of 
Florida Progress andlor Florida Power who serve as Senior Vice Presidents or in higher-level positions. The 
Corporate Governance Committee of the Progress Energy Board set the post-share exchange compensation of the 
directors of Florida Progress and its subsidiaries. For2001 and future years, the expectation is that the Progress 
Energy Board of Directors and its properly designated committees shall set the officer and director compensation for 
Progress Energy and shall make recommendations as to compensation for directors and officers of its subsidiaries, to 
be ratified by the boards of directors of the appropriate subsidiaries. 

The information provided in response to this item reflects the consummation of the share exchange and is provided 
for individuals who were serving as directors or executive officers of Florida Progress or Florida Power as of 
December 31, 2000. Information also has been provided with respect to certain former executive officers of Florida 
Progress and Florida Power who were not serving as executive officers of Florida Progress or Florida Power on 
December 31, 2000. 

FLORIDA PROGRESS 

COMPENSA TION OF DIRECTORS 

All compensation paid to outside Directors of Progress Energy, Inc. is for services rendered on behalf of Progress 
Energy, Inc.' s Board of Directors and the boards of Florida Progress Corporation and Carolina Power & Light 
Company. Sponsorship of certain benefit and deferred compensation plans and arrangements in which the outside 
Directors participate was transferred from Carolina Power & Light Company to Progress Energy, Inc., effective 
August 1,2000. A description of the compensation paid to said outside Directors follows. 

Directors who are not employees of Progress Energy, Florida Progress or Carolina Power & Light Company receive 
an annual retainer of $35,000, of which $15,000 is automatically deferred under the Directors' Deferred 
Compensation Plan (see below), and an attendance fee of $1,500 per meeting for regularly scheduled Board 
meetings. Directors who are not employees of Progress Energy, Florida Progress or Carolina Power & Light 
Company also receive an attendance fee for committee meetings of $1,000. The Chairman of each Committee 
receives an additional retainer of $3,000 per year. Directors who are officers do not receive an annual retainer or 
attendance fees. All Directors are reimbursed for expenses incident to their service as Directors. 

In addition to the $15,000 annual retainer and any matching contributions under the incentive compensation 
program that are automatically deferred, outside Directors may elect to defer any portion of the remainder of their 
annual retainer and Board attendance fees until after the termination of their service on the Board under the 
Directors' Deferred Compensation Plan. Any deferred fees are deemed to be invested in a number of Units of 
Common Stock of Progress Energy, but participating Directors receive no equity interest or voting rights in the 
Common Stock. The number of Units credited to the account of a participating Director is equal to the dollar 
amount of the deferred fees divided by the average of the high and low selling prices (i.e., market value) of the 
Common Stock on the day the deferred fees would otherwise be payable to the participating Director. The number 
of Units in each account is adjusted from time to time to reflect the payment of dividends on the number of shares of 
Common Stock represented by the Units. Unless otherwise agreed to by the participant and the Board, when the 
participant ceases to be a member of the Board of Directors, he or she will receive cash equal to the market value of 
a share of Progress Energy's Common Stock on the date of payment multiplied by the number of Units credited to 
the participant's account. 

Directors are also eligible for matching contributions of up to $15,000 under an incentive compensation program. 
Awards under this program are based upon the achievement of the corporate incentive goals established each year 
by the Board of Progress Energy and used as the basis for a matching contribution of shares of Common Stock for 
participating employees in Progress Energy's Stock Purchase-Savings Plan. In the event that five of the corporate 
incentive goals are met, the $15,000 portion of the annual retainer that is automatically deferred pursuant to the 
Directors' Deferred Compensation Plan will be increased by 50 percent, with an additional 10 percent increase for 
each corporate incentive goal met in excess of five (up to a maximum matching contribution of 100 percent). Such 
matching contribution is automatically deferred until the Director's retirement. 
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Compensation Payouts 

Salary Compensation(l ) Awards(2) Payouts(3) Compensation 

Effective January 1, 1998, the Board of Directors Retirement Plan was replaced by the Non-Employee Director 
Stock Unit Plan. Directors had the option of rolling the value of their benefits under the Retirement Plan into the 
Stock Unit Plan. Effective January 1, 2001, the Stock Unit Plan provides for an annual grant of 350 "stock units" 
(previously 150 stock units) to each non-employee Director who has served on the Board of Carolina Power & Light 
Company for at least one year and for matching grants of up to 350 additional units (previously up to 150 additional 
units) to be awarded to those Directors for each year in which certain incentive goals established by the Board are 
met. Each unit is equal in value to one share of Progress Energy's Common Stock. The number of units is adjusted 
from time to time to reflect the payment of dividends with respect to the Common Stock of Progress Energy. 
Benefits under the Plan vest after a participant has been a member of Carolina Power & Light Company's Board for 
five years, and are payable solely in cash. 

All of the Directors who were existing Directors or retired Directors of Carolina Power & Light Company on or 
prior to September 16, 1998, participate in a Directors' Educational Contribution Plan. The Plan is funded by 
policies of corporate-owned life insurance on the lives of pairs of Directors, with proceeds payable to Progress 
Energy at the death of the second to die in each pair. All costs of the Plan are expected to be covered from the life 
insurance proceeds to be received by Progress Energy. Pursuant to this Plan, Progress Energy will make a 
contribution in the name of each Director to an educational institution or approved educational foundation or fund in 
North Carolina or South Carolina selected by the Director and approved by the Executive Committee of the Board 
of Directors. The contribution will be made at the later to occur of the retirement of the Director from the Board of 
Directors or ten years from the date of adoption of the Plan. If a Director has served as a Director for at least five 
but less than ten years at the time the contribution is to be made, Progress Energy will contribute $250,000 in the 
name of the Director. If the Director has served for ten or more years, the amount of the contribution will be 
$500,000. The Plan was discontinued September 16, 1998 and will not be offered as a benefit for any Director who 
joins the Board subsequent to that date. The Plan may be terminated at any time in the discretion of the Executive 
Committee without recourse or obligation to Progress Energy. 

Stock Ownership Guidelines 

In an effort to more closely link the interests of the Directors with those of shareholders of Progress Energy, in 
December 2000, the Board of Directors of Progress Energy adopted stock ownership guidelines which are designed 
to ensure that Progress Energy's outside Directors have a significant financial equity investment in Progress Energy. 
Those guidelines require the outside Directors to own Progress Energy common stock or Units whose value is 
equivalent to the value of that stock with a total value equal to five. times the annual retainer paid to outside 
Directors. The stock and/or Units may be acquired over a five-year period and may include Units acquired under 
the Directors' Deferred Compensation Plan and the Non-Employee Director Stock Unit Plan of Progress Energy. 

COMPENSATION OF EXECUTIVE OFFICERS 

November 30, 2000; and (ii) two individuals for whom disclosures would have been provided pursuant to this item 
but for the fact that the individuals were not serving as executive officers of Florida Progress at the end of the last 
completed fiscal year (the individuals referred to in (i) and (ii) are referred to collectively as the "Former Executive 
Officers" in the Table below and in the section captioned Pension Plan Table, beginning on page 67). 

SUMMARY COMPENSATION TABLE 

FORM:ER EXECUTIVE OFFICERS OF FLORIDA PROGRESS 

The following table contains information with respect to compensation awarded, earned or paid during the years 
1998-2000 to (i) the individual who served as Chief Executive Officer ("CEO") of Florida Progress through 

Annual Awards 

Other Restricted 
Name and Principal Annual Stock LTIP All Other 

Position Year Bonus 

RICHARD KORP AN 2000 $800,000 $780,000 $50,462 N/A N/A $15,769,5884 


Chairman, President and 1999 766,115 975,000 18,033 519,093 2,076,331 29,700 


Chief ExecutIve Officer 1998 650,766 594,000 16,891 N/A 792,754 28,65 


RICHARD D. KELLER 2000 $420,000 $378,000 $34,416 N/A N/A $7,875,0365 


Group Vice President and 1999 419,135 475,000 10,147 260,241 1,040,921 17,775 
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(1) 

(3) 

(5) 

President and Chief 1998 391,926 250,000 4,978 N/A 363,399 ·17,681 
Executive Officer, 
Electric Fuels 

Corporation 

JOSEPH H. RlCHARDSON 2000 $474,088 $319,200 $24,645 N/A N/A $8,416,5516 
Group Vice President and 1999 449,135 490,000 3,685 227,558 910,148 19,125 

President and Chief 1998 421,158 382,500 2,625 N/A 437,994 18,900 
Executive 

Officer, Florida Power 
Corporation 

(2) 

Amounts represent the reimbursement of taxes on certain perquisites and other personal benefits. 


The Former Executive Officers of Florida Progress who met certain stock ownership guidelines and 

elected to take their LTIP payouts in Common Stock, received an additional 25% of their 1997-1999 
Long Term Incentive Plan ("LTIP") award in Restricted Common Stock which vests over a 10-year 
period with no shares vesting in years one through five and 20% vesting in each of the years six 
through ten. Dividends are payable on the Restricted Common Stock to the extent and on the same 
date as dividends are paid on all other shares of Common Stock. All unvested shares of Restricted 
Common Stock vest immediately upon the consummation of a change in control. Information for 
fiscal year 1999, represents the dollar value as of February 23, 2000, the date of award, of the total 
number of shares of Restricted Common Stock awarded to the Former Executive Officers as follows: 
Richard Korpan 12,341 shares; Joseph H. Richardson 5,410 shares; and Richard D. Keller 6,187 
shares. 

Information for fiscal year 1999, represents the dollar value as of February 23, 2000, the date of 
award, of shares of Cornmon Stock earned under the 1997-1999 performance cycle of Florida 
Progress' LTIP, none of which were restricted. The total number of shares earned, including dividend 
equivalent shares, is as follows: Richard Korpan 49,363 shares; Joseph H. Richardson 21,638 shares; 
and Richard D. Keller 24,747 shares. 

The payouts listed for the 1997-1999 performance cycle are the result of the Florida Progress' 
Compensation Committee's determination of slightly below maximum achievement of Florida 
Progress total shareholder return goal and 77% of maximum payout based on the achievement of 
Electric Fuels' earnings growth and return on invested capital goal. A mathematical formula was used 
to convert the goal level achieved into the number of performance shares earned; then, dividend 
equivalents on shares earned for the period of the performance cycle were added. 

(4) 	 Consists of (i) $7,650 which represents Florida Progress contributions to the Florida Progress Savings 
Plan; (ii) $28,350 which represents Florida Progress contributions to the Executive Deferred 
Compensation Plan; (iii) $11,551,588 which represents the cash value of shares granted under the 
Long-Term Incentive Compensation Plan paid due to the change in control of Florida Progress 
resulting from the share exchange with Progress Energy, Inc.; and (iv) $4,182,000 which represents 
severance payments resulting from said change in control. 

Consists of (i) $7,650 which represents Florida Progress contributions to the Florida Progress Savings 

Plan; (ii) $11,250 which represents Florida Progress contributions to the Executive Deferred 

Compensation Plan; (iii) $3,078 related to the premium paid for group term life insurance; (iv) 

$5,846,136 which represents the cash value of shares granted under the Long-Term Incentive 

Compensation Plan paid due to the change in control of Florida Progress that resulted from the share 


. exchange with Progress Energy, Inc; and (v) $2,010,000 which represents severance payments 

resulting from said change in control. 

(6) 	 Consists of (i) $6,694 which represents Florida Progress contributions to the Florida Progress Savings 
Plan; (ii) $13,556 which represents Florida Progress contributions to the Management Deferred 
Compensation Plan; (iii) $3,774 related to the premium paid for group term life insurance; (iv) 
$5,898,801 which represents the cash value of shares granted under the Long-Term Incentive 
Compensation Plan paid due to the change in control of Florida Progress that resulted from the share 
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exchange with Progress Energy, Inc; and (v) $2,497,500 which represents severance payments 
resulting from said change in control. 
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ComI!ensation 

Pension Plan Table 

The table below illustrates the estimated annual benefits (computed as a straight life annuity beginning at retirement 
at age 65) payable to the Former Executive Officers listed in the Summary Compensation Table on page 65 under 
Florida Progress' Retirement Plan for Exempt and Nonexempt Employees ("Retirement Plan"), Nondiscrimination 
Plan and Supplemental Executive Retirement Plan ("SERP") for specified final average compensation and years of 
service levels. 

Estimated Aggregate Annual Retirement Benefits Payable Under 

the Retirement Plan for Exempt and Nonexempt Employees, 


the Nondiscrimination Plan and the Supplemental Executive Retirement Plan 


Average Annual 

more 

Service Years 
5 10 15 20 25 30 35 or 

$ 200,000 $ 37,500 $ 75,000 $ 112,500 $ 120,000 $ 120,000 $ 120,000 $ 126,000 
300,000 56,250 112,500 168,750 180,000 180,000 180,000 189,000 
400,000 75,000 150,000 225,000 240,000 240,000 240,000 252,000 
500,000 93,750 187,500 281,250 300,000 300,000 300,000 315,000 
600,000 112,500 225,000 337,500 360,000 360,000 360,000 378,000 

700,000 131,250 262,500 393,750 420,000 420,000 420,000 441,000 

800,000 150,000 300,000 450,000 480,000 480,000 480,000 504,000 

900,000 168,750 337,500 506,250 540,000 540,000 540,000 567,000 

1,000,000 187,500 375,000 562,500 600,000 600,000 600,000 630,000 

1,100,000 206,250 412,500 618,750 660,000 660,000 660,000 693,000 

1,200,000 225,000 450,000 675,000 720,000 720,000 720,000 756,000 
1,300,000 243,750 487,500 731,250 780,000 780,000 780,000 819,000 
1,400,000 262,500 525,000 787,500 840,000 840,000 840,000 882,000 
1,500,000 281,250 562,500 843,750 900,000 900,000 900,000 945,000 
1,600,000 300,000 600,000 900,000 960,000 960,000 960,000 1,008,000 
1,700,000 318,750 637,500 956,250 1,020,000 1,020,000 1,020,000 1,071,000 
1,800,000 337,500 675,000 1,012,500 1,080,000 1,080,000 1,080,000 1,134,000 
1,900,000 356,250 712,500 1,068,750 1,140,000 1,140,000 1,140,000 1,197,000 
2,000,000 375,000 750,000 1,125,000 1,200,000 1,200,000 1,200,000 1,260,000 
2,100,000 393,750 787,500 1,181,250 1,260,000 1,260,000 1,260,000 1,323,000 

Messrs. Korpan, Keller and Richardson are entitled to benefits under the SERP due to termination of employment 
following a change in control. These benefits are offset by the benefits payable under the Retirement Plan and the 
Nondiscrimination Plan. The estimated annual SERP benefit for the Former Executive Officers, prior to any offsets, 
may be determined using the Pension Plan Table set forth above. For these purposes, the current compensation for 
each executive that would be used in calculating benefits under the SERP is substantially the same as their 2000 
salary and the three year average of their bonuses reported in the sununary compensation table on page 65, and the 
number of years of deemed credited service that would be used in calculating benefits under the SERP for each such 
executive is as follows: Mr. Korpan, 35 years of service; Mr. Richardson, 30 years of service; and Mr. Keller, 27 
years of service. Under the formula used for calculating benefits under the SERP, the maximum benefit payable to 
each Participant who is a Former Executive Officer would be reached at 16 years of deemed credited service unless 
the Former Executive Officer would have 35 years of deemed credited service. 

Accrued benefits may also be paid under each of the Retirement Plan and Nondiscrimination Plan since the 
participants terminated employment before age 65 and met the requirements for termination-of-employment benefits 
in these plans. 

Under the Retirement Plan and the Nondiscrimination Plan, the compensation taken into account in calculating 
benefits is salary only. The years of credited service that would be used in calculating benefits under the formula 
applicable to the Retirement Plan and the Nondiscrimination Plan (1.8% of final average earnings for each year of 
service) for the former Named Executive Officers in the summary compensation table on page 65 are as follows: 
Mr. Korpan, 12 years of service; Mr. Richardson, 25 years of service; and Mr. Keller, 22 years of service. The 
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Compensation 

Compensation 

($) 

Payouts 

($) 

LTIP 
Payouts 

($) 

benefits under the Retirement Plan and the Nondiscrimination Plan are subject to offset by an amount equal to 
117% of a participant's primary Social Security benefit for each year of service (with a maximum offset of 40%). 

Due to the change in control, each Participant, except Mr. Korpan, received credit under the SERP for five 
additional years of service. The benefits payable from the SERP were as follows: (1) an annuity at age 55 through 
59, subject to early payment reductions in the amount of 3% for each year prior to age 60, or at age 60 without 
reduction; (2) the amount of any federal excise taxes (and income taxes on any reimbursement under this provision) 
imposed on the executive under Section 4999 of the Internal Revenue Code; and (3) a 50% surviving spouse benefit 
payable upon death. 

CURRENT EXECUTIVE OFFICERS OF FLORIDA PROGRESS 

The following table contains information with respect to compensation awarded, earned or paid during the year 2000 
to the CEO of Florida Progress and the Company's four most highly compensated executive officers other than the 
CEO who were serving as executive officers at the end of the last completed fiscal year for services rendered to 
Florida Progress. These individuals are also executive officers of Progress Energy, Inc. It is not the policy of 
Progress Energy to allocate compensation paid to its executive officers among the various subsidiaries to which they 
provide services. Because Florida Progress became a wholly-owned subsidiary of Progress Energy as of November 
30, 2000, each executive's base salary as shown in the table is only for the period November 30, 2000 through 
December 31, 2000. 

SUMMARY COMPENSATION TABLE 

Long-Term 

Annual Awards 
Other 

Annual Restricted All Other 
62 )CompensationSalaryl Bonus CompensationName and Stock 

s ($)($) ($)Principal Position Year Award(st. 

-William Cavanaugh III, 
Chairman, President 
and Chief Executive 
Officer (elected 
November 30, 2000) 

-Rob�rt B. McGehee, 
E*ecutive Vice 
Ptiesident 
(e�ected November 
30,2000) 

Peter M. Scott III 
E1{eclltive Vice 
P:resident and Chief 
FilDancial Officer 
(ellected November 
3(), 2000) 

Tom D. Kilgore, 
President and Chief -
Executive Officer -
Ek:ctric Fuels 

2000 $80,836 $1,285,000 $126,6167 $3,871,4028 N/A $258,3899 

2000 $31,918 $352,00010 $15,901 $280,03011 N/A $74,807'2 

2000 $30,126 $304,00013 $50,350 $1,126,19514 N/A $50,48515 

2000 $25,751 $160,00016 $48,21517 $453 75318 N/A $61,48819,
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2000) 

Corporation 
(elected November 30, 
2000) 

,1. WiIliamHabermeyer, 2000 $15,201 $55,000 $14 $870,17120 N/A 
Jr. 

President and Chief 
Executive Officer 
Florida Power (elected 
November 30, 

iConsists of one-month's base salary prior to (i) employee contributions to the Progress Energy Stock 
Purchase-Savings Plan and (ii) voluntary deferrals, if any, under the Progress Energy Management 
Deferred Compensation Plan. See "Other Benefit Opportunities" on page 82. 

2Except as otherwise noted, consists of amounts awarded with respect to performance in the stated year 
under the Progress Energy Management Incentive Compensation Plan. See "Other Annual Compensation 
Opportunities" on page 78. 

'Consists of gross-up payments for certain federal and state income tax obligations, and where indicated by 
footnote disclosure, certain perquisites. 

4Includes the value of restricted stock awards as of the grant date (calculated by multiplying the closing 
market price of Progress Energy's unrestricted stock on the date of grant by the number of shares awarded) 
granted pursuant to Progress Energy's 1997 Equity Incentive Plan. None of the restricted stock awards will 
vest, in whole or in part, in under three years from the date of grant. During the period for which the shares 
are restricted, the grantee will receive all voting rights and cash dividends associated with the restricted 
stock. 

5Includes the value of matchable deferrals credited to the account of a participant to replace the value of 
Progress Energy contributions to the Stock Purchase- Savings Plan that would have been made on behalf of 
the participant but for the deferral of salary under the Progress Energy Management Deferred 
Compensation Plan and compensation limitations under Section 415 of the Intemal Revenue Code of 1986, 
as amended (''Phantom Stock Units"). Phantom Stock Units do not represent an equity interest in Progress 
Energy and the crediting of such Units to a participant's account does not convey any voting rights. 
However, a Phantom Stock Unit is equal in value at all times to a share of Progress Energy's Common 
Stock Additional Phantom Stock Units are credited from time to time to reflect the payment of dividends 
on the underlying Common Stock. For participants with less than five years of service with Progress 
Energy, these Phantom Stock Units vest two years from the end of the calendar year in which they are 
granted. Participants with five or more years of service with Progress Energy are 100% vested in all 
Phantom Stock Units credited to their accounts .. Phantom Stock Units are not deemed "Matured" and 
therefore available for reallocation to other deemed investment funds chosen by the participant until two 
years after the end of the Plan Year for which they were allocated. Payment of the value of the Phantom 
Stock Units will be made in cash and will generally be made on one of the following dates in accordance 
with the participant's deferral election: (i) the April I following the date that is five or more years from the 
last day of the Plan Year for which the participant's salary deferral is made, (ii) the April 1 following the 
participant's retirement, or (iii) the April 1 following the first anniversary of the participant's retirement. 
The amount of the payment will equal the market value of a share of Progress Energy's Common Stock on 

. the payment date of payout multiplied by the number of units credited to the account of the participant. See 
"Other Benefit Opportunities" on page 82. 

6Amounts reported in this column include dividends earned in 2000 on awards granted under the Progress 
Energy Long-Term Compensation Program and dividends allocated in 2000 on awards granted under the 
Performance Share Sub-Plan of the Progress Energy 1997 Equity Incentive Plan. 

7Consists of (i) $48,569 in gross-up payments for certain federal and state income tax obligations; and 
(ii) certain perquisites, including spousal travel expenses of$24,3 71, which exceed thresholds for footnote 
disclosure. 
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8Consists of (i) 100,000 shares of Progress Energy Restricted Stock valued at $3,837,594 on September 25, 
2000; and (ii) 1,012 Phantom Stock Units based on the market value of a share of Progress Energy 
Common Stock on the date such units were credited to the account of the participant. Mr. Cavanaugh owns 
a total of 200,000 shares of Progress Energy Restricted Stock which were valued at $9,837,500 as of 
December 31,2000. 

9Consists of (i) $52,486 which represents dividends allocated in 2000 on performance units awarded under 
the Long-Term Compensation Program; (ii) $94,576 which represents dividends earned in 2000 on 
performance shares awarded under the Performance Share Sub-Plan; (iii) $8,460 which represents Progress 
Energy contributions under the Stock Purchase-Savings Plan; and (iv) $102,867 which represents the dollar 
value of the premium relating to the term portion and the present value of the premium relating to the 
whole life portion of the benefit to be received pursuant to the Executive Permanent Life Insurance 
Program. 

'OConsists of amounts awarded under the Management Incentive Compensation Plan and as a result of the 
Progress EnergylFlorida Progress transaction. 

I I Consists of (i) 8,400 shares of Progress Energy Restricted Stock valued at $272,383 as of July 12, 2000; 
and (ii) 225 Phantom Stock Units based on the market value of a share of Progress Energy Common Stock 
on the date such units were credited to the account of the participant. Mr. McGehee owns a total of 33,200 
shares of Progress Energy Restricted Stock which were valued at $1,633,026 as of December 31, 2000. 

'2Consists of (i) $23,854 which represents dividends allocated in 2000 on performance shares awarded 
under the Performance Share Sub-Plan; (ii) $8,460 which represents Progress Energy contributions under 
the Stock Purchase- Savings Plan; and (iii) $42,493 which represents the dollar value of the premium 
relating to the term portion and the present value of the premium relating to the whole life portion of the 
benefit to be received pursuant to the Executive Permanent Life Insurance Program. 

'3Consists of (i) transition compensation paid pursuant to Mr. Scott's employment agreement, and (ii) 
amounts awarded under the Management Incentive Compensation Plan and as a result of the Progress 
EnergylFlorida Progress transaction. 

'4Consists of (i) 32,700 shares of Progress Energy Restricted Stock valued at $1,608,431 as of December 
31, 2000; and (ii) 70 Phantom Stock Units based on the market value of a share of Progress Energy 
Common Stock on the date such units were credited to the account of the participant. 

'5Consists of (i) $5,295 which represents dividends allocated in 2000 on performance shares awarded under 
the Performan ce Share Sub-Plan; (ii) $3,094 which represents Progress Energy contributions under the 
Stock Purchase-Savings Plan; and (iii) 42,096 which represents the dollar value of the premium relating to 
the term portion and the present value of the premium relating to the whole life portion of the benefit to be 
received pursuant to the Executive Permanent Life Insurance Program. 

'6Mr. Kilgore has elected to defer receipt of 75 percent of this award until after his retirement. 

'7Consists of (i) $1,054 in gross-up payments for certain federal and state income tax obligations and (ii) 
certain perquisites, including club dues of $24,301 and an automobile allowance of $16,200, both of which 
exceed thresholds for disclosure. 

'8Consists of (i) 13,800 shares of Progress Energy Restricted Stock valued at $447,487 as ofJuly i2, 2000; 
and (ii) 188 Phantom Stock Units based on the market value of a share of Progress Energy Common Stock 
on the date such units were credited to the account of the participant. Mr. Kilgore owns a total of 28,400 
shares of Progress Energy Restricted Stock which were valued at $1,396,926 as of December 31, 2000. 

19Consists of (i) $21,892 which represents dividends allocated in 2000 on performance shares awarded 
under the Performance Share Sub-Plan; (ii) $9,420 which represents Progress Energy's contributions under 
the Stock Purchase Savings Plan; and (iii) $30,176 which represents the dollar value of the premium 
relating to the term portion and the present value of the premium relating to the whole life portion of the 
benefit to be received pursuant to the Executive Permanent Life Insurance Program. 
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2°Consists of (i) 20,200 shares of Progress Energy Restricted Stock which were valued at $993,588 on 
December 31, 2000; and (ii) 540 Phantom Stock Units based on the market value of a share of Progress 
Energy Common Stock on the date such units were credited to the account of the participant. 

21Consists of (i) $4,797 which represents dividends allocated in 2000 on performance shares awarded under 

the Performance Share Sub-Plan; (ii) $7,795 which represents Progress Energy contributions under the 
Stock Purchase-Savings Plan; and (iii) $11,859 which represents the dollar value of the premium relating to 
the term portion and the present value of the premium relating to the whole life portion of the benefit to be 
received pursuant to the Executive Permanent Life Insurance Program. 
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LONG-TERM INCENTIVE PLAN 

AWARDS IN LAST FISCAL YEAR 


~ Number of Performance 
Units l Period Ends 

Uiam Cavanaugh III, 

Chairman, President and Chief Executive Officer .......................................................................... 22,759 
 2002 

::lert B. McGehee, 

Executive Vice President ............................. ............................................................ ....................... 6,034 
 2002 

er M. Scott III, 

Executive Vice President and 

Chief Financial Officer......... .... ....................................................................................................... 5,102 2002 


n D. Kilgore, 

President and Chief Executive 

Officer Electric Fuels Corporation ............................................................................................... 5,172 2002 


William Habermeyer, Jr., 
President and Chief Executive Officer 
Florida Power Corporation.............................................................................................................. 1,076 2002 


lConsists of the number of performance shares awarded in 2000 under the Performance Share Sub-Plan of 
the 1997 Progress Energy Equity Incentive Plan, based on the closing price of a share of Progress Energy's 
Common Stock on March I, 2000, as published in The Wall Street Journal. Performance Share awards may range 
from 20% to 75% ofa participant's base salary depending on the participant's position and job value. The number of 
performance shares awarded is recorded in a separate account for each participant, and is adjusted to reflect 
dividends, stock splits or other adjustments in Progress Energy's Common Stock. The performance period for an 
award under the Sub-Plan is the three-consecutive-year period beginning in the year in which the award is granted. 
There are two equally weighted performance measures under the Sub-Plan. One performance measure is Total 
Shareholder Return ("TSRtI

), which is defined in the Sub-Plan as the appreciation or depreciation in the value of 
stock (which is equal to the closing value of the stock on the last trading day of the. relevant period minus the closing 
value of the stock on the last trading day of the preceding year) plus dividends declared during the relevant period 
divided by the closing value of the stock on the last trading day of the preceding year. The other performance 
measure is EBITDA (Earnings Before Interest, Taxes, Depreciation and Amortization) growth. Awards under the 
Sub-Plan vest on January 1 following the end of the three-year performance period, provided, however, that to 
determine each award vested under the Sub-Plan, the TSR and EBITDA growth of Progress Energy are compared to 
the TSR and EBITDA growth of a Peer Group comprised of the twenty-six electric utility companies compromising 
the Standard & Poor's Electric Index. The differences between Progress Energy TSR and EBITDA growth, and the 
Peer Group TSR and EBITDA growth, respectively, are used to determine the multipliers that will be used to 
calculate the number of vested performance shares in each participant's account. (Differences in TSR can range 
from a low of (2.0%) or less to a high of 5% or more, and correspond to multipliers of 0 to 200%. Differences in 
EBITDA growth can range from a low of less than 0% to a high of 5% or more and correspond to multipliers of 0 to 
200%). The multiplier is applied to the number of performance shares in the participant's performance share 
account to determine the actual number of vested performance shares in that account. The aggregate value of vested 
performance shares is equal to the number of vested performance shares in the participant's account multiplied by 
the closing price of Progress Energy's Common Stock, as published in The Wall Street Journal on the last trading 
day before payment of the award. 

Awards are paid in cash after expiration of the performance period. Payment can be made in either (i) lump 
sum on or about April 1 of the year immediately following the performance period or (ii) in accordance with an 
election to defer in 25% increments, made during the first year of the performance period. In the event of death, 
disability, retirement or a change-in-control of Progress Energy, any award granted under the Sub-Plan immediately 
becomes vested. The aggregate value of the vested award is determined using multipliers that are based on the 
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difference between Progress Energy TSR and EBlTDA growth and the Peer Group TSR and EBlTDA growth, 
respectively over the portion of the performance period that was completed before the terminating event occurred. 
See "Long-Term Compensation Opportunities" on page 80. 

PENSION PLAN TABLE 

Estimated Annual Pension at Normal Retirement 
Average Compensation 

(Years of Credited Service) 

10 yean 15 years 15 V. or more years 

$ 190,000 
255,000 
320,000 
385,000 
450,000 
515,000 
555,000 
595,000 
635,000 
675,000 
715,000 
760,000 
795,000 
840,000 
900,000 
960,000 

1,020,000 

$76,000 
102,000 
128,000 
154,000 
180,000 
206,000 
222,000 
238,000 
254,000 
270,000 
286,000 
304,000 
318,000 
336,000 
360,000 
384,000 
408,000 

$114,000 $117,800 
153,000 158,100 
192,000 198,400 
231,000 238,700 
270,000 279,000 
309,000 319,300 
333,000 344,100 
357,000 368,900 
381,000 393,700 
405,000 418,500 
429,000 443,300 
456,000 471,200 
477,000 492,900 
504,000 520,800 
540,000 558,000 
576,000 595,200 
612,000 632,400 

The above table demonstrates senior executive pension benefits payable upon normal retirement under the 
Supplemental Retirement Plan and Supplemental Senior Executive Retirement Plan at age 65 as a function of 
average annual income and years of service. Covered compensation under these plans consists only of the amounts 
in the Salary and Bonus columns of the Summary Compensation Table on page 68. Pursuant to the Supplemental 
Retirement Plan, a defined benefit plan, benefits are partially offset by Social Security payments and the monthly 
pension benefit payable upon retirement is based on final five years average compensation (base pay earnings only) 
multiplied by 1.7% for each year of service up to a maximum of 60%. Benefits under the Supplemental Senior 
Executive Retirement Plan are fully offset by Social Security benefits and by benefits paid under the Supplemental 
Retirement Plan. The monthly benefit payable upon retirement under this plan is equal to 4% of the average of a 
participant's highest three years of eligible earnings for each year of credited service with Progress Energy up to a 
maximum of 62%. Benefits listed in the table above do not reflect the Social Security or other offset. For purposes 
of benefits under these plans, Mr. Cavanaugh has more than 15 112 years ofcredited service as well as three or more 
years of service on the Senior Management Committee, and is thereby entitled to the maximum percentage 
allowable in the benefit formula under these plans. Mr. McGehee has 13 years of credited service, Mr. Scott has 7 
years of credited service, Mr. Kilgore has 7 years of credited service, and Mr. Haberrneyer has 7 years of credited 
service. 

EMPLOYMENT AGREEMENTS 

Messrs. Cavanaugh, McGehee, Scott, Kilgore and Habermeyer have entered into employment agreements, with one 
of Progress Energy's subsidiaries (the "Employer"). These agreements provide for base salary, bonuses, perquisites 
and participation in the various executive compensation plans offered to senior executives of Progress Energy and 
its subsidiaries. The agreements with Messrs. Cavanaugh, McGehee, Scott and Kilgore each has an effective date of 
August 1, 2000. The agreement with Mr. Habermeyer has an effective date of November 30, 2000. The agreements 
all provide that they will remain in effect for three years from the effective date. Each agreement also inCludes an 
"Evergrow provision" which provides that each year, the agreement will be extended such that the prospective term 
will always be three years forward on the anniversary date of the effective date. The Employer may elect not to 
extend an executive officer's agreement and must notify the officer of such an election at least sixty days prior to the 
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annual anniversary date of his agreement's effective date. Plan targets, termination and other key provisions of the 
agre~ments are discussed below. 

Agreement with Mr. Cavanaugh 

Mr. Cavanaugh's agreement provides that his target compensation under Progress Energy's Management Incentive 
Compensation Plan (MICP) was 60% of base salary earnings and increased to 65% effective January 1, 2001. The .- agreement also provides that Mr. Cavanaugh's target compensation under the Performance Share Sub-Plan (PSSP) 
of Progress Energy's 1997 Equity Incentive Plan was 75% of his base salary, but increased to 150% effective 
January 1, 2001. Mr. Cavanaugh's agreement notes that he received a recruitment bonus under the now suspended 
Deferred Compensation Plan for Key Management Employees that included a payment of $150,000 deferred for 
calendar year 1992. That amount will be used to provide retirement income to him of $121,368 per year for 15 
years commencing January 1 following his attainment of age 65. The agreement with Mr. Cavanaugh also provides 
that as of September 2, 1992, Mr. Cavanaugh was granted 14 years of deemed service for purposes of the 
Supplemental Senior Executive Retirement Plan (SERP). 

The agreement with Mr. Cavanaugh provides that upon termination of employment without cause or constructive 
termination of employment, he will be provided with his base salary at the current rate for the remainder of the term 
of the agreement and will be eligible to retain all benefits in which he has vested under existing benefit plans. 
Additionally, the Employer will reimburse him for certain health benefits for up to 18 months after the termination 
of his employment. The agreement provides that a constructive termination will be deemed to occur if (i) there is a 
change in the form of ownership of Progress Energy or the Employer and (ii) Mr. Cavanaugh is offered a new 
position with a material change in authority, duty, wages or benefits, or Mr. Cavanaugh is asked to relocate more 
than 50 miles. If Mr. Cavanaugh's employment is constructively terminated, he will be entitled to the greater of the 
benefits described above or the benefits, if any, to which he is entitled under Progress Energy's Management 
Change-in-Control Plan. If the Employer terminates Mr. Cavanaugh's employment for cause, he will be eligible to 
retain all benefits in which he has vested under existing benefit plans, but he shall not be entitled to any form of 
salary continuance or any fonn of severance benefits. He will also be entitled to any earned but unpaid salary. The 
agreement with Mr. Cavanaugh provides that ifhe terminates his employment voluntarily at any time, he shall retain 
all vested benefits but shall not be entitled to any fonn of salary continuance or any form of severance benefit. 

Agreement with Mr. McGehee 

Mr. McGehee's agreement provides that his target compensation under the MICP was 40% of base salary earnings 
and increased to 45% effective January 1, 2001. The agreement also provides that Mr. McGehee's target 
compensation under the PSSP of Progress Energy's 1997 Equity Incentive Plan was 50% of his base salary, and 
increased to 100% effective January I, 2001. Mr. McGehee's agreement notes that he received a retention 
agreement bonus under the now suspended Deferred Compensation Plan for Key Management Employees which 
vests based on his continued employment beyond age 60. The agreement also notes that upon hire, Mr. McGehee 
was awarded 10 years of service toward the benefits and vesting requirements of the SERP, three years of which 
were deemed to have been in service on the Senior Management Committee, solely for purposes oftheSERP. 

The agreement with Mr. McGehee provides that upon termination of employment without cause or constructive 
termination of employment, he will be provided with his base salary at the current rate for the remainder 'of the term 
of the agreement, and will be eligible to retain all benefits in which he has vested under existing benefit·programs. 
Additionally, the Employer will reimburse him for certain health benefits for up to 18 months after the termination 
of his employment. The agreement provides that a constructive termination will be deemed to occur if (i) there is a 
change in the form of ownership of Progress Energy or the Employer and (ii) Mr. McGehee is offered a new 
position with a material change in authority, duty, wages or benefits, or is asked to relocate more than 50 miles. If 
Mr. McGehee's employment is constructively terminated, he will be entitled to the greater of the benefits described 
above or the benefits, if any, to which he is entitled under Progress Energy's· Management Change-in-Control Plan. 
If the Employer terminates Mr. McGehee's employment for cause, he will be eligible to retain all benefits in which 
he has vested under existing benefit plans, but he shall not be entitled to any form of salary continuance or any form 
of severance benefits. He will also be entitled to any earned but unpaid salary. The agreement with Mr. McGehee 
provides that ifhe terminates his employment voluntarily at any time, he shall retain all vested benefits but shall not 
be entitled to any form of salary continuance or any form of severance benefit. 
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Agreement with Mr. Scott 

-


Mr. Scott's agreement provides that his target Gompensation under the MICP was 40% of base salary earnings and 
increased to 45% effective January 1, 2001. The agreement also provides that Mr. Scott's target compensation 
under the PSSP of Progress Energy's 1997 Equity Incentive Plan was 50% of his base salary, but increased to 100% 
effective January 1, 2001. Pursuant to the tern1S of his agreement, Mr. Scott received transition compensation of 
$100,000 and will been awarded nine years of deemed service toward the benefits and vesting requirements of the 
SERP. 

The agreement with Mr. Scott provides that upon termination of employment without cause or constructive 
termination of employment, he will be provided with his base salary at the current rate for the remainder of the term 
of the agreement and will be eligible to retain all benefits in which he has vested under existing benefit plans. 
Additionally, the Employer will reimburse him for certain health benefits for up to 18 months after the termination 
of his employment. The agreement provides that a constructive termination will be deemed to occur if (i) there is a 
change in the form of ownership of Progress Energy or the Employer and (ii) Mr. Scott is offered a new position 
with a material change in authority, duty, wages or benefits, or Mr. Scott is asked to relocate more than 50 miles. If 
Mr. Scott's employment is constructively terminated, he will be entitled to the greater of the benefits described 
above or the benefits, if any, to which he is entitled under Progress Energy's Management Change-in-Control Plan. 
If the Employer terminates Mr. Scott's employment for cause, he will be eligible to retain all benefits in which he 
has vested under existing benefit plans, but he shall not be entitled to any fonn of salary continuance or any form of 
severance benefits. He will also be entitled to any earned but unpaid salary. The agreement with Mr. Scott provides 
that if he terminates his employment voluntarily at any time, he shall retain all vested benefits but shall not be 
entitled to any form of salary continuance or any form of severance benefit. 

Agreement with Mr. Kilgore 

Mr. Kilgore's agreement provides that his target compensation under the MICP was 35% of base salary earnings and 
increased to 45% effective January 1, 2001. The agreement also provides that Mr. Kilgore's target compensation 
under the PSSP of Progress Energy's Equity Incentive Plan was 500/0 of his base salary, but increased to 100% 
effective January 1, 2001. Mr. Kilgore's agreement notes that pursuant to a 1998 employment agreement with 
Carolina Power & Light Company, he received a retention bonus under the now suspended Deferred Compensation 
Plan for Key Management Employees which vests based on continued employment until or beyond age 60. The 
agreement also notes that Mr. Kilgore has been awarded five years of service solely in connection with the benefits 
and vesting requirements of the SERP. 

The agreement with Mr. Kilgore provides that upon tennination of employment without cause or constructive 
termination of employment, he will be provided with his base salary at the current rate for the remainder of the term 
of the agreement and will be eligible to retain all benefits in which he has vested under existing benefit programs. 
Additionally, the Employer will reimburse him for certain health benefits for up to 18 months after the termination 
of his employment. The agreement provides that a constructive termination will be deemed to occur if (i) there is a 
change in the form of ownership of Progress Energy or the Employer and (ii) Mr. Kilgore is offered a new position 
with a material change in authority, duty, wages or benefits, or Mr. Kilgore is asked to relocate more than 50 miles. 
If Mr. Kilgore's employment is constructively terminated, he will be entitled to the greater of the benefits described 
above or the benefits, if any, to which he is entitled under Progress Energy's Management Change-in-Control Plan. 
If the Employer terminates Mr. Kilgore's employment for cause, he will be eligible to retain all benefits in which he 
has vested under existing benefit plans, but he shall not be entitled to any fonn of salary continuance or any form of 
severance benefits. He will also be entitled to any earned but unpaid salary. The agreement with Mr. Kilgore 
provides that ifhe terminates his employment voluntarily at any time, he shall retain all vested benefits but shall not 
be entitled to any fonn of salary continuance or any form of severance benefit. 

Agreement with Mr. Habermeyer 

Mr. Habermeyer's agreement provides that his target compensation under the MICP was 45% of base salary 
earnings effective January 1,2001. The agreement also provides that Mr. Habenneyer's target compensation under 
the PSSP ofthe Progress Energy 1997 Equity Incentive Plan is 100% of his base salary, effective January 1,2001. 

The agreement with Mr. Habermeyer provides that upon termination of employment without cause or constructive 
termination of employment, he will be provided with his base salary at the current rate for the remainder of the term 
of the agreement and will be eligible to retain all benefits in which he has vested under existing benefit plans. 
Additionally, the Employer will reimburse him for certain health benefits for up to 18 months after the termination 
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of his employment. The agreement provides that a constructive tennination will be deemed to occur if (i) there isa 
change in the form of ownership of the Employer and (ii) Mr. Habermeyer is offered a new position with a material 
change in authority, duty, wages or benefits, or Mr. Habermeyer is asked to relocate more than 50 miles. If Mr. 
Habermeyer's employment is constructively terminated, he will be entitled to the greater of the benefits described 
above or the benefits, if any, to which he is entitled under Progress Energy's Management Change-in-Control Plan. 
If the Employer terminates Mr. Habermeyer's employment for cause, he will be eligible to retain all benefits in 
which he has vested under existing benefit plans, but he shall not be entitled to any form of salary continuance or 
any form of severance benefits. He will also be entitled to any earned but unpaid salary. The agreement with 
Mr. Habermeyer provides that if he terminates his employment voluntarily at any time, he shall retain all vested 
benefits but shall not be entitled to any form of salary continuance or any form of severance benefit. 

REPORT OF BOARD COMMITTEE ON ORGANIZATION 
AND COMPENSATION 

Since the consummation of the share exchange, the composition of the Boards of Directors of Florida Progress and 
Progress Energy has been identical. The following report is the report of the Committee on Organization and 
Compensation of the Progress Energy Board of Directors (the "Committee") with respect to the compensation of 
executive officers of Progress Energy and its subsidiaries, including Florida Progress and Florida Power. The 
executive officers of Progress Energy include those individuals who are executive officers of Florida Progress 
and/or Florida Power. It is not the policy of Progress Energy to allocate compensation paid to its executive officers 
among the various subsidiaries to which they provide services. . 

Florida Progress' executive compensation program is administered by the Committee on Organization and 
Compensation of the Progress Energy Board of Directors (the "Committee"). The six-member Committee is 
composed entirely of independent outside Directors who are not eligible to participate in any compensation program 
in which Florida Progress executives participate other than the Progress Energy 1997 Equity Incentive Plan. 

_ Compensation Principles 

Comparison Groups 

Progress Energy uses an independent executive benefits consulting firm to assist Progress Energy in meeting its 
compensation objectives. Each year, this consulting firm provides the Conunittee with an analysis comparing overall 
compensation paid to Progress Energy's executives with overall compensation paid to executives of two comparison 
groups of electric utility companies. One comparison group consists of the twenty-two electric utility companies 
with fossil fuel and nuclear operations in the eastern portion of the United States. The other comparison group 
consists of a broad group of electric utilities across the United States. While these comparison groups are different 
from the group of companies comprising the Standard & Poor's Electric Index, which is a published industry index, 
the Committee believes these electric utility companies are appropriate for overall compensation comparisons 
because they reflect the appropriate labor markets for Progress Energy's·executives. 

Progress Energy's executive compensation program consists of four major elements: base salary; other annual 
compensation opportunities; long-term compensation opportunities; and other benefit opportunities. The 
Conunittee's objective in administering this program is to structure, through a combination of these elements, an 
overall compensation package for executives which approximates in value the median level to third quartile of 
overall compensation paid to executives of the comparison group. Overall compensation paid to Progress Energy's 
executives in 2000 met this objective . 

.....:.: Stock Ownership Guidelines 

In an effort to more closely link the interests of Progress Energy's management with those of its shareholders, the 
Board of Directors of Progress Energy adopted stock ownership guidelines, which are designed to ensure that 
Progress Energy's management has a significant financial equity investment in Progress Energy. Those guidelines 
require Progress Energy's officers and department heads to own from 1 to 4 times their base salary in the form of 
Progress Energy stock within five years. (The specific multiplier applied to base salary depends upon the 
individual's position.) In addition to shares owned outright, the following are considered stock owned by executives 
and department heads for purposes of the guidelines: (1) stock held in any defmed benefit, defined contribution, 
ESOP or other stock-based plan; (2) perfonnance units or phantom stock ("derivative securities") deferred under an 
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annual incentive plan; (3) performance units or phantom stock earned and deferred in any long-term incentive plan 
account; (4) restricted stock awards; and (5) stock held in a family trust or immediate family holdings. 

Section /62(m) 

Section 162(m) of the Internal Revenue Code imposes a limit, with celtain exceptions, on the amount a publicly held 
corporation may deduct for compensation over $1 million paid or accrued with respect to the company's Chief 
Executive Officer and any of the other four most highly compensated officers. Certain perfonnance-based 
compensation is, however, specifically exempt from the deduction limit. To qualify as exempt, compensation must 
be made pursuant to a plan that is (1) administered by a committee of outside directors, (2) based on achieving 
objective performance goals and (3) disclosed to and approved by the shareholders. The 2000 compensation for the 
current executive officers of Progress Energy does not exceed the limit, except in the case of Mr. Cavanaugh, who 
had nondeductible compensation of approximately $467,979, which was attributable to restricted stock dividends, 
miscellaneous income and a non-deferred bonus. 

The Committee believes the current design of Progress Energy's compensation program is sound in linking pay to 
performance, and allowing appropriate flexibility in determining amounts to be a warded. Therefore, Progress 
Energy does not have a policy that requires the Committee to qualify compensation awarded to executive officers 
for deductibility under Section 162(m) of the Code. The Committee does, however, consider the impact of 
Section 162( m) when detemrining executive compensation, and the 1997 Equity Incentive Plan is intended to 
minimize the effect of this provision. Although the Committee is not required to qualify executive compensation 
paid to Progress Energy executives for exemption from Section 162(m), it will continue to consider the effects of 
Section 162(m) when making compensation decisions. 

Elements of Executive Compensation Program 

Set forth below is a description of the major elements of Progress Energy's executive compensation program and 
their relationship to corporate performance, as well as a summary of the actions taken by the Conunittee with respect 
to the compensation of the Chief Executive Officer. 

Sponsorship of the various benefit and deferred compensation plans described below was transferred from Carolina 
Power & Light Company to Progress Energy, Inc., effective August 1, 2000. 

Base Salary 

Executives within Progress Energy receive a base salary determined by the Committee based upon the value of their 
position compared to competitively established salary ranges, their individual performance and overall corporate 
performance. The Committee does not utilize specific targets or a specific mathematical fonnula in detemrining 
base salaries. The Conunittee in its discretion approved the base salaries of the Chief Executive Officer and the 
named executives, as set forth in the Summary Compensation Tables on pages 68 and 84. These salaries were based 
on each executive's level of responsibility within Progress Energy, the competitive (median to third quartile) level of 
compensation for executives in the comparison group of utilities, the achievement of corporate goals and individual 
merit performance as qualitatively determined by the Conunittee. 

Other Annual Compensation Opportunities 

Management incentive Compensation Plan 

Progress Energy sponsors the Management Incentive Compensation Plan for its senior executives, department heads 
and selected key employees. In order for awards to be made under the plan, two conditions must be satisfied. First, 
a contribution must be earned by one or more groups of employees under the corporate incentive feature of Progress 
Energy's Stock Purchase-Savings Plan, a tax qualified 401(k) plan. Incentive matching contributions are earned by 
participating employees if at least five out often annual corporate and business unit goals are met. (See the 
description of the Stock Purchase-Savings Plan under "Other Benefit Opportunities" below.) Second, Progress 
Energy's return on common equity and EBITDA (Earnings Before Interest, Taxes, Depreciation and Amortization) 
growth for the most recent three-year period must be above the median of those companies in a comparison group 
that is comprised of the twenty-six electric utility companies comprising Standard & Poor's Electric Index. 

Ifparticipants at or above the department head level within Progress Energy are eligible for awards, then the 
Committee in its discretion detennines whether awards are to be made and, if so, in what amounts. If participants 
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below the department head level within Progress Energy are eligible for awards, then the Chief Executive Officer 
has sole and complete authority to approve such awards. 

Awards consist of both a corporate component and a noncorporate component. A ward opportunities, expressed as a 
percentage of annual base salary earnings, are applicable to both components of an award. The ·corporate 
component of an award is based upon the overall performance of Progress Energy. The noncorporate component of 
an award is based upon the level of attainment of business unit/subsidiary, departmental and individual performance 
measures. Those measures are evaluated in terms of three levels of performance -- outstanding, target and threshold 
-- each of which is related to a particular payout percentage. If earned, awards are either paid in cash in the 
succeeding year or deferred to a later date, as elected by each individual participant. Deferred awards are recorded 
in the form of performance units. Each performance unit is generally equivalent to a share of Progress Energy's 
Common Stock. 

The threshold requirements for award eligibility, as discussed above, were met and exceeded in 2000. At a meeting 
of the Committee on March 21, 2001, based on highly commendable performance, awards were made at the 
discretion of the Committee to the named executives, including the Chief Executive Officer, as set forth in the 
Summary Compensation Table on pages 68 and 84 under the Bonus column . 

..-. 

-

201 




-


-


-


Long-Term Compensation Opportunities 

1997 Equity Incentive Plan 

The 1997 Equity Incentive Plan, which was approved by Progress Energy's shareholders in 1997, allows the 
Committee to make various types of awards to officers, other key employees, and also Directors of the Company, its 
affiliates and subsidiaries. Selection of participants is within the sole discretion of the Committee. Thus, the 
number of persons eligible to participate in the Plan and the number of grantees may vary from year to year. The 
Plan was effective as of January 1, 1997, and will expire on January 1, 2007, provided, however, that all awards 
made prior to and outstanding on that date shall remain valid in accordance with their terms and conditions. 

The 1997 Equity Incentive Plan is a broad umbrella plan that allows Progress Energy to enter into Award 
Agreements with participants and adopt various individual Sub-Plans that will pennit the grant of the following 
types of awards: nonqualified stock options, incentive stock options, stock appreciation rights, restricted stock, 
performance units, performance shares and other stock unit awards or stock-based forms of awards. The, Plan sets 
forth certain minimum requirements for each type of award, with detailed provisions regarding awards to be set out 
either in Award Agreements or in the Sub-Plans adopted under the Plan. Subject to adjustment as provided in the 
Plan, the maximum aggregate number of shares that may be issued over the years pursuant to awards made under 
the Plan cannot exceed 5,000,000 shares of Common Stock, which may be in any combination of options, restricted 
stock, performance shares, or any other right or option. 

Under the terms of the Plan, the Committee may grant awards in a manner that qualifies them for the 
performance-based exception to Section 162(m) of the Internal Revenue Code of 1986, as amended, or it may grant 
awards that do not qualify for the exemption. 

Pelformance Share Sub-Plan 

Pursuant to the provisions of the 1997 Equity Incentive Plan, the Committee adopted the Performance Share Sub­
Plan, which governs the issuance of performance share awards to Progress Energy officers and key employees, as 
selected by the Committee in its sole discretion. A "performance share II is a unit granted to a participant, the value 
of which is equal to the value of a share of Progress Energy's Common Stock. The Committee may grant 
performance share awards which range from 20% to 75% (from 40% to 150%, effective January 1, 2001) of a 
participant's base salary, depending upon the participant's position and job value. (For purposes of the Sub-Plan, 
base salary is not reduced to reflect salary deferrals and does not include incentive compensation.) The number of 
performance shares awarded is recorded in a separate account for each participant, and is adjusted to reflect 
dividends, stock splits or other adjustments in Progress Energy's Common Stock. 

The performance period for an award under the Sub-Plan is the three consecutive year period beginning in the year 
in which the award is granted. There are two equally weighted performance measures under the Sub-Plan. One 
performance measure is Total Shareholder Return ("TSR"), which is defined in the Sub-Plan as the appreciation or 
depreciation in the value of stock (which is equal to the closing value of the stock on the last trading day of the 
relevant period minus the closing value of the stock on the last trading day of the preceding year) plus dividends 
declared during the relevant period, divided by the closing value of the stock on the last trading day of the preceding 
year. The other performance measure is EBITDA growth. Awards under the Sub-Plan vest on January 1 following 
the end of a three-year performance period, provided, however, that the following methodology is used to determine 
each award vested under the Sub-Plan: 1) the TSR and EBITDA growth for Progress Energy for each year during 
the performance period is detennined; 2) those annual figures are averaged to determine the Progress Energy TSR 
and EBITDA growth, respectively; 3) the average TSR and EBITDA growth for all Peer Group utilities for each 
year during the performance period is detennined (the Peer Group is comprised of the twenty-six major electric 
utility companies within the Standard & Poor's Electric Index); 4) those figures are averaged, respectively, to 
determine the Peer Group TSR and EBITDA growth; 5) the Peer Group TSR and EBITDA growth for the 
performance period is subtracted from the Progress Energy TSR and EBITDA growth, respectively, for the 
performance period; 6) the differences between the Progress Energy TSR and EBITDA growth and the Peer Group 
TSR and EBITDA growth, respectively, are used to detennine the mUltipliers that will be used to calculate the 
number of vested performance shares in each participant's account. (Differences in TSR can range from a low of 
(2.0%) or less to a high of5% or more, and correspond to multipliers of 0 to 200%. Differences in EBITDA growth 
can range from a low of less than 0% to a high of 5% or more and correspond to multipliers of 0 to 200%.); and 
7) the multipliers are each applied independently to one-half of the number of performance shares in the participant's 
performance share account to determine the actual number of vested performance shares in that account. The 
aggregate value of vested performance shares is equal to the number of vested performance shares in the 
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participant's account multiplied by the closing price of Progress Energy's Common Stock, as published in The Wall 
Street Journal on the last trading day before payment of the award. 

Awards are paid in cash after expiration of the performance period. Payment can be made in either (i) lump sum on 
or about April 1 of the year immediately following the performance period or (ii) in accordance with an election to 
defer in 25% increments, made during the first year of the performance period. In the event of death, disability, 
retirement or a change-in-control of Progress Energy, any award granted under the Sub-Plan immediately becomes 
vested. The aggregate value of the vested award is determined using multipliers that are based on the difference 
between Progress Energy TSR and EBITDA growth and the Peer Group TSR and EBITDA growth, respectively, 
over the portion of the performance period that was completed before the terminating event occurred. 

Prior to 1997, Progress Energy sponsored a Long-Term Compensation Program; however, that Program was 
terminated upon the shareholders' approval of Progress Energy's 1997 Equity Incentive Plan. (All awards made and 
outstanding under the Long-Term Compensation Program prior to its temiination remain valid in accordance with 
their terms and conditions.) 

Restricted Stock Awards 

Section 9 of the 1997 Equity Incentive Plan provides for the granting of shares of restricted stock by the Committee 
to "key employees" within Progress Energy in such amounts and for such duration arid/or consideration as it shall 
determine. The Plan defmes "key employee" as an officer or other employee within Progress Energy, who, in the 
opinion of the Committee, can contribute significantly to the growth and profitability of, or perform services of 
major importance to, Progress Energy. Each restricted stock grant must be evidenced by an agreement specifying 
the period of restriction; the conditions that must be satisfied prior to removal of the restriction, the number of shares 
granted, and such other provisions as the Committee shall determine. 

Restricted stock covered by each award made under the Plan will be provided to and b.ecome freely transferable by 
the recipient after the last day of the period of restriction and/or upon the satisfaction of other conditions as 
determined by the Committee. If the grant of restricted stock is performance based, the total period of restriction for -- any or all shares or units of restricted stock granted shall be no less than one (1) year. Any other shares of restricted 
stock issued pursuant to the Plan must provide that the minimum period of restrictions shall be three (3) years, 
which period of restriction may pem1it the removal of restrictions on no more than one-third (113) of the shares of 
restricted stock at the end of the first year following the grant date, and the removal of the restrictions on an 
additional one-third (1/3) of the shares at the end of each subsequent year. The Plan provides that in no event shall 
any restrictions be removed from shares of restricted stock during the frrst year following the grant date, except in 
the event of a change in control. 

During the period of restriction, recipients of shares of restricted stock granted under the Plan may exercise full 
voting rights with respect to those shares, and shall be entitled to receive all dividends and other distributions paid 
with respect to those shares. If any such dividends or distributions are paid in shares, those shares shall be subject to 
the same restrictions on transferability as the restricted stock with respect to which they were distributed. . 

Other Benefit Opportunities 

The following additional benefit opportunities are also available to Progress Energy's senior executives: 

• 	 Effective January 1, 2000, Progress Energy established the Management Deferred Compensation Plan, an 
unfunded, deferred compensation arrangement established for the benefit of a select group of management 
and highly compensated employees of Progress Energy and its participating subsidiaries. (The Plan has 
replaced the Deferred Compensation Plan for Key Management Employees and the Executive Deferred 
Compensation Plan.) Under the Plan, an eligible employee may elect to defer a portion of his or her salary 
until the April 1 following the date that is five or more years from the last day of the Plan Year for which 
the deferral is made, the April I following his or her date of retirement, or the April I following the first 
anniversary of his or her date of retirement. Deferrals will be made to deferral accounts administered 
pursuant to the Plan in the form of deemed investments in certain deemed investment funds individuaUy 
chosen by each participating employee from a list of investment options provided pursuant to the Plan. 
Additionally, qualifying participants will receive matching allocations from Progress Energy (generally 
reflecting foregone Progress Energy allocations to participants' 401 (k) accounts due to such salary 
deferrals, and/or Progress Energy Company allocations to the participants' 401(k) accounts due to certain 
Internal Revenue Code limits), which will be allocated to a Progress Energy account that will be deemed 
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initially to be invested in hypothetical shares of Progress Energy's Common Stock. These allocations do 
not represent an equity interest in Progress Energy and convey no voting rights to their owners. .However, 
additional allocations are credited from time to time to reflect the payment of dividends on Progress 
Energy's Common Stock. When a participant's Progress Energy account has matured, pursuant to the terms 
of the Plan, the participant may reallocate any part of such account among the deemed investment funds 
chosen by the participant. 

• 	 Progress Energy has implemented an executive split dollar life insurance program which consists of two 
separate plans. The first plan provides life insurance coverage approximately equal to three times salary for 
senior executives. The second plan provides additional life insurance coverage approximately equal to 
three times salary for those officers of Progress Energy who are also members of Progress Energy's Board 
of Directors. 

• 	 Progress Energy also provides broad-based employee benefit plans for senior executives of participating 
companies. Under the Stock Purchase-Savings Plan, a salary reduction plan under Section 401(k) of the 
Internal Revenue Code of 1986, as amended ("Code"), full-time, highly compensated employees of 
participating companies may invest up to 12% of earnings (up to a maximum of $10,500 in 2000) on a 
before-tax basis in Progress Energy's Common Stock and other investment options. Progress Energy 
makes a matching allocation of 50% of such investment (up to 3% of eligible earnings) which is invested in 
Progress Energy Common Stock. Under an incentive feature, Progress Energy's allocation may' be 
increased by up to an additional 50% if certain strategic corporate and business unit financial, operating, 
safety, customer satisfaction, and other performance goals are met. Progress Energy also sponsors the 
Supplemental Retirement Plan, a defined benefit plan which covers eligible full-time employees of 
participating companies who have been employed within Progress Energy for at least one year. The right 
to receive pension benefits under this plan is vested after five years. The monthly pension benefit payable 
upon retirement is based on fmal five years average compensation (base pay earnings only) multiplied by 
1.7% for each year of service up to a maximum of 60%, less projected age 65 Social Security benefits 
multiplied by 1.43% for each year of service up to a maximum of 50%. Effective January 1, 1999, the 
Supplemental Retirement Plan was amended to implement a cash balance formula feature. Accruals will - continue under both formulas for eligible participants through December 31, 2003. At that time, benefit 
accruals based upon the "five years average compensation" formula will be frozen. 

• 	 The Restoration Retirement Plan is an unfunded retirement plan for a select group of management or highly 
compensated employees of participating companies. The Plan "restores" the full benefit that would be 
provided under the Supplemental Retirement Plan but for certain Code limits imposed on the benefit levels -	 of highly compensated employees. Generally, the benefit for participants is a monthly benefit payment 
equal to the difference between (i) a participant's accrued benefit under the Supplemental Retirement Plan 
without regard to the Internal Revenue Service compensation and benefit limits; and (ii) a participant's 
accrued benefit as calculated under the Supplemental Retirement Plan. (Effective January 1, 2000, this 
Plan also applies to any employee who defers more than 10% of his salary under the new Management 
Deferred Compensation Plan.) The eligibility and vesting requirement for this Plan are the same as those 
for the Supplemental Retirement Plan. Participants eligible to receive benefits under the Supplemental 
Executive Retirement Plan forego participation in and rights under this Plan. 

• 	 The Supplemental Senior Executive Retirement Plan provides a retirement benefit for eligible senior 
executives equal to 4% of the average of their highest three years of base salary earnings and annual bonus - for each year of credited service with Progress Energy up to a maximum of 62%. Benefits under this Plan 
are fully offset by Social Security benefits and by benefits paid under Progress Energy's Supplemental 
Retirement Plan. 

• 	 Progress Energy's senior executives also receive certain perquIsltes and other personal benefits. In 
addition, executives received gross-up payments in 2000 for related federal and state income tax 
obligations, as disclosed in the Summary Compensation Table on pages 68 and 84. 

Compensation of Chief Executive Officer 

Compensation in 2000 for the Chief Executive Officer was consistent with the compensation principles described 
above and reflected performance of Progress Energy and the individual in 2000, as well as services in 2000. The 
determination of his compensation by the Conunittee was qualitative in nature and based on a variety of factors, 
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including comparison group compensation data, attainment of various corporate goals, total shareholder return, 
financial and operating performance, individual performance and other factors. Specific mathematical weights were 
not assigned to these factors. Overall compensation in 2000 fell within the targeted level (median to third quartile) 
of overall compensation paid to chief executive officers in the comparison groups. 

The Committee considered the substantial progress Progress Energy made towards implementing its strategy of 
becoming a super-regional energy provider for the Southeast. Specifically, the Committee considered the progress 
made toward completion of Progress Energy's acquisition of Florida Progress Corporation, noting that trus 
transaction would double the size of Progress Energy. Additionally, the Committee considered Progress Energy's 
progress towards its goal of creating a holding company, noting that the new structure would provide Progress 
Energy with the flexibility and speed needed to act swiftly and decisively in the increasingly competitive utility 
industry. The Committee also took into account the success of Progress Energy's expansion efforts, including the 
additions of new gas units at the Asheville and Lee plants and the on-going construction of new plants in Rowan and 
Richmond counties in North Carolina and in Monroe, Georgia. The Conunittee noted that these additions would 
have a key role in Progress Energy's ability to develop its wholesale business. The Committee took into account the 
success of Progress Energy in dealing with important regulatory issues, including industry restructuring, at the state 
and federal levels. The Committee considered the fact that the leadersrup provided by Mr. Cavanaugh contributed 
significantly to Progress Energy's success in achieving corporate goals, implementing strategic initiatives, achieving 
national leadership in the fields of nuclear power and electric utility operations, focusing on leadership development 
and succession planning, implementing programs designed to enhance the diversity of Progress Energy's work 
force, improving customer and community relations and supporting the economic growth and quality of life in 
Progress Energy's service area. 

Committee on Organization and Compens.ation 

Charles W. Coker, Chairman 
Edwin B. Borden 
William O. McCoy 
E. Marie McKee 
Richard A. N unis 
J. Tylee Wilson 

-
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FLORIDA POWER 

COMPENSATION OF DIRECTORS 

The directors of Florida Power Corporation are also executive officers of Progress Energy, Inc. and are not 
compensated separately for services rendered to Florida Power Corporation. 

COMPENSATION OF EXECUTIVE OFFICERS 

Information regarding the individual who served as the CEO of Florida Power through November 30, 2000 and two 
additional individuals for whom disclosures would have been provided but for the fact that they were not serving as 
executive officers of Florida Power as of the end of the last fiscal year is provided above in the Summary 
Compensation Table on page 65. 

The Table below provides compensation information regarding the CEO of Florida Power Corporation and the four 
most highly compensated executive officers other than the CEO who were serving as executive officers at the end of 
the last completed fiscal year. These individuals are also executive officers of Progress Energy, Inc. It is not the 
policy of Progress Energy to allocate compensation paid to its executive officers among the various subsidiaries to 
whom they provide services.· Because Florida Progress became a wholly-owned subsidiary of Progress Energy as of 
November 30,2000, each executive's base salary as shown in the table is only for the period November 30,2000 
through December 31, 2000. 

SUMMARY COMPENSATION TABLE 

Long-Term 
Compensation 

Annual Compensation Awards Payouts 
Other 

Annual Restricted LTlP All Other 
Name and Salary1 Bonus2 Compensation3 Stock Payouts Compensation6 

Principal Position Year ($) ($) ($) Award(s)4,s ($) ($) 

H. William -
Habermeyer, Jr., 
President and Chief 
Executive Officer 
(elected November 
30,2000) 

William S. Orser, 
Group President ­
(elected November 

- 30,2000) 

Peter M. Scott III 
Executive Vice 
President and Chief 
Financial Officer 
(elected November 
30,2000) 

William D. Johnson, 
Executive Vice 
President, General 
Counsel and 
Secretary 

2000 $15,201 $55,000 $14 $870,171 7 N/A $24,451 8 

2000 $40,709 $275,000 $7,144 $178,6249 N/A $105,758 10 

2000 $30,126 $304,000 11 $50,350 $1,126,195 12 N/A $50,485 13 

2000 $23,918 $239,000 14 $26,734 $405,131 15 N/A $38,012 16 
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(elected November 
30,2000) 

Fred N. Day, IV, 2000 $22,043 $131,00017 $6,723 $314,915 18 N/A $62,763 19 

- Executive Vice 
President (elected 
November 30, 2000) 

'Consists of one-month's base salary prior to (i) employee contributions to the Progress Energy Stock 
Purchase-Savings Plan and (ii) voluntary deferrals, if any, under the Progress Energy Management Deferred 
Compensation Plan. See "Other Benefit Opportunities" on page 82. 

2Except as otherwise noted, consists of amounts awarded with respect to performance in the stated year 
under the 	 Progress Energy Management Incentive Compensation Plan. See "Other Annual Compensation 
Opportunities" on page 78. 	 . 

3Consists of gross-up payments for certain federal and state income tax obligations, and where indicated by 
footnote disclosure, certain perquisites. 

41ncludes the value of restricted stock awards as of the grant date (calculated by multiplying the closing 
market price of Progress Energy's unrestricted stock on the date of grant by the number of shares awarded) granted 
pursuant to Progress Energy's 1997 Equity Incentive Plan. None of the restricted stock awards will vest, in whole or 
in part, in under three years from the date of grant. During the period for which the shares are restricted, the grantee 
will receive all voting rights and cash dividends associated with the restricted stock. 

5Includes the value of matchable deferrals credited to the account of a participant to replace the value of 
Progress Energy contributions to the Stock Purchase- Savings Plan that would have been made on behalf of the 
participant but for the deferral of salary under the Management Deferred Compensation Plan and compensation 
limitations under Section415 of the Internal Revenue Code of 1986, as amended ("Phantom Stock Units"). 
Phantom Stock Units do not represent an equity interest in Progress Energy and the crediting of such Units to a 
participant's account does not convey any voting rights. However, a Phantom Stock Unit is equal in value at all 
times to a share of Progress Energy's Common Stock. Additional Phantom Stock Units are credited from time to 
time to reflect the payment of dividends on the underlying Common Stock. For participants with less than five years 
of service with Progress Energy, these Phantom Stock Units vest two years from the end of the calendar year in 

-. 	 which they are granted. Participants with five or more years of service with Progress Energy are 100% vested in all 
Phantom Stock Units credited to their accounts. Phantom Stock Units are not deemed "'Matured" and therefore 
available for reallocation to other deemed investment funds chosen by the participant until two years after the end of 
the Plan Year for which they were allocated. Payment of the value of the Phantom Stock Units will be made in cash· 
and will generally be made on one of the following dates in accordance with the participant's deferral election: (i) 
the April 1 following the date that is five or more years from the last day of the Plan Year for which the participant's 
salary deferral is made, (ii) the April I following the participant's retirement, or (iii) the April 1 following the first 
anniversary of the participant's retirement. The amount of the payment will equal the market value of a share of 
Progress Energy's Common Stock on the payment date of payout multiplied by the number of units credited to the 
account of the participant. See "Other Benefit Opportunities" on page 82. 

6Amounts reported in this colunm include dividends earned in 2000 on awards granted under the Progress 
Energy Long-Term Compensation Program and dividends allocated in 2000 on awards granted under the 
Performance Share Sub-Plan of the Progress Energy 1997 Equity Incentive Plan. 

7Consists of (i) 20,200 shares of Progress Energy Restricted Stock which were valued at $993,588 on 
December 31, 2000; and (ii) 540 Phantom Stock Units based on the market value of a share of Progress Energy 
Common Stock on the date such units were credited to the account of the participant. 

8Consists of (i) $4,797 which represents dividends allocated in 2000 on performance shares awarded under 
the Performance Share Sub-Plan; (ii) $7,795 which represents Progress Energy contributions under the Stock 
Purchase- Savings Plan; and (iii) $11,859 which represents the dollar value of the premium relating to the term 
portion and the present value of the premium relating to the whole life portion of the benefit to be received pursuant 
to the Executive Permanent Life Insurance Program. 
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9Consists of (i) 5,000 shares of Progress Energy Restricted Stock valued at $162,133 as of July 12,2000; 
and (ii) 499 Phantom Stock Units based on the market value of a share of Progress Energy Common Stock on the 
date such units were credited to the account of the participant. Mr. Orser owns a total of 45,000 shares of Progress 
Energy Restricted Stock which were valued at $2,213,438 as of December 31, 2000. ' 

IOConsists of (i) $21,326 which represents dividends earned in 2000 on perfonnance units awarded under 
the Long-Term Compensation Program; (ii) $35,087 which represents dividends allocated in 2000 on performance 
shares awarded under the Performance Share Sub-Plan; (iii) $9,420 which represents Progress Energy contributions 
under the Stock Purchase- Savings Plan; and (iv) $39,925 which represents the dollar value of the premium relating 
to the tenn portion and the present value of the premium relating to the whole life portion of the benefit to be 
received pursuant to the Executive Permanent Life Insurance Program 

llConsists of (i) transition compensation paid pursuant to Mr. Scott's employment agreement and (ii) 
amounts awarded under the Management Incentive Compensation Plan, and as a result of the Progress 
EnergylFlorida Progress transaction. 

12Consists of (i) 32,700 shares of Progress Energy Restricted Stock valued at $1,608,431 as of December 
31, 2000; and (ii) 70 Phantom Stock Units based on the market value of a share of Progress Energy Common Stock 
on the date such units were credited to the account of the participant. 

13Consists of (i) 5,295 which represents dividends allocated in 2000 on perfonnance shares awarded under 
the Perfonnance Share Sub-Plan; (ii) $3,094 which represents Progress Energy contributions under the Stock 
Purchase-Savings Plan; and (iii) 42,096 which represents the dollar value of the premium relating to the tenn portion 
and the present value of the premium relating to the whole life portion of the benefit to be received pursuant to the 
Executive Pennanent Life Insurance Program 

14Consists of amounts awarded under the Management Incentive Compensation Plan and as a result of the 
Progress EnergylFlorida Progress transaction. 

15Consists of (i) 12,400 shares of Progress Energy Restricted Stock valued at $402,090 as of July 12, 2000; 
and (ii) 87 Phantom Stock Units based on the market value of a share of Progress Energy Common Stock on the date 
such units were credited to the account of the participant. Mr. Johnson owns a total of 24,600 shares of Progress 
Energy Restricted Stock which were valued at $1,210,012 as of December 31,2000. 

16Consists of (i) $14,276 which represents dividends allocated in 2000 on performance shares awarded 
under the Performance Share Sub-Plan; (ii) $8,460 which represents Progress Energy contributions under the Stock 
Purchase-Savings Plan; and (iii) $15,276 which represents the dollar value of the premium relating to the tenn 
portion and the present value of the premium relating to the whole life portion of the benefit to be received pursuant 
to the Executive Permanent Life Insurance Program. 

I7Mr. Day has elected to defer receipt of 25 percent of this award until after his date of retirement. 

18Consists of (i) 9,600 shares of Progress Energy Restricted Stock valued at $311,295 as of July 12, 2000; 
and (ii) 107 Phantom Stock Units based on the market value of a share of Progress Energy Common Stock on the 
date such units were credited to the account of the participant. Mr. Day owns a total of 17,600 shares of Progress 
Energy Restricted Stock which were valued at $648,434 as of December 31,2000. 

19Consists of (i) $17,890 which represents dividends allocated in 2000 on performance shares a warded 
under the Perfonnance Share Sub-Plan; (ii) $8,700 which represents Progress Energy contributions under the Stock 
Purchase-Savings Plan; and (iii) $36,173 which represents the dollar value of the premium relating to the tenn 
portion and the present value of the premium relating to the whole life portion of the benefit to be received pursuant 
to the Executive Permanent Life Insurance Program. 
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LONG-TERM INCENTIVE PLAN 

AWARDS IN LAST FISCAL YEAR 


Name Number of Performance 
Units l Period Ends 

-H. William Habenneyer, Jr., 
President and Chief Executive Officer ............................................................................................ 1,076 2002 

-William S. Orser, 
Group President...... ............. ..... ........................ ...... ...... .............................................. ....... ..... ......... 8,190 2002 

Peter M. Scott III, 
- Executive Vice President and 

Chief Financial Officer.... .............................................. ...... ..... ....... ..... ...... ......... ....... ..... .... ............ 5,102 2002 

-William D. JOMson, 
Executive V ice President, General Counsel 
.and Secretary ...................... ............ .... ..... ................. ....................................................................... 4,483 2002 

Fred N. Day, IV, 
Executive Vice President................................................................................................................. 4,483 2002 

lConsists of the number of performance shares awarded in 2000 under the Perfonnance Share Sub-Plan of 
the Progress Energy 1997 Equity Incentive Plan, based on the closing price of a share of Progress Energy's Common 
Stock on March 1,2000, as published in The Wall Street Journal. Perfonnance Share awards may range from 20% 
to 75% of a participant's base salary depending on the participant's position and job value. The number of 
performance shares awarded is recorded in a separate account for each participant, and is adjusted to reflect 
dividends, stock splits or other adjustments in Progress Energy's Common Stock. The perfonnance period for an 
award under the Sub-Plan is the three-consecutive-year period beginning in the year in which the award is granted. 
There are two equally weighted performance measures under the Sub-Plan. One perfonnance measure is Total 
Shareholder Return (flTSR"), which is defined in the Sub-Plan as the appreciation or depreciation in the value of 
stock (which is equal to the closing value of the stock on the last trading day of the relevant period minus the closing 
value of the stock on the last trading day of the preceding year) plus dividends declared during the relevant period 
divided by the closing value of the stock on the last trading day of the preceding year. The other perfonnance 
measure is EBITDA (Earnings Before Interest, Taxes, Depreciation and Amortization) growth. A wards under the 
Sub-Plan vest on January I following the end of the three-year performance period, provided, however, that to 
determine each award vested under the Sub-Plan, the TSR and EBITDA growth of Progress Energy are compared to 
the TSR and EBITDA growth of a Peer Group comprised of the twenty-six electric utility companies compromising - the Standard & Poor's Electric Index. The differences between Progress Energy TSR and EBITDA growth, and the 
Peer Group TSR and EBITDA growth, respectively, are used to determine the multipliers that will be used to 
calculate the number of vested perfonnance shares in each participant's account. (Differences.in TSR can range 
from a low of (2.0%) or less to a high of 5% or more, and correspond to multipliers of 0 to 200%. Differences in 
EBITDA growth can range from a low of less than 0% to a high of 5% or more and correspond to multipliers of 0 to 
200%). The multiplier is applied to the number of performance shares in the participant's perfonnance share 
account to determine the actual number of vested performance shares in that account. The aggregate value of vested 
performance shares is equal to the number of vested performance shares in the participant's account multiplied by 
the closing price of Progress Energy's Conunon Stock, as published in The Wall Street Journal on the last trading 
day before payment of the award. 

Awards are paid in cash after expiration of the perfonnance period. Payment can be made in either (i) lump 
sum on or about April 1 of the year immediately following the performance period or (ii) in accordance with an 
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election to defer in 25% increments, made during the first year of the performance period. In the event of death, 
disability, retirement or a change-in-control of Progress Energy, any award granted under the Sub-Plan immediately 
becomes vested. The aggregate value of the vested award is determined using multipliers that are based on the 
difference between the Progress Energy TSR and EBITDA growth and the Peer Group TSR and EBITDA growth, 
respectively over the portion of the performance period that was completed before the terminating event occurred. 
See "Long-Term Compensation Opportunities" on page 80. 

PENSION PLAN TABLE 

Estimated Annual Pension at Normal Retirement 
Average Compensation 

(Years of Credited Service) 

10 year's 15 years 15 Y2 or more years 

$ 190,000 
255,000 
320,000 
385,000 
450,000 
515,000 
555,000 
595,000 
635,000 
675,000 
715,000 
760,000 
795,000 
840,000 
900,000 
960,000 

1,020,000 

$76,000 
102,000 
128,000 
154,000 
180,000 
206,000 
222,000 
238,000 
254,000 
270,000 
286,000 
304,000 
318,000 
336,000 
360,000 
384,000 
408,000 

$114,000 $117,800 
153,000 158,100 
192,000 198,400 
231,000 238,700 
270,000 279,000 
309,000 319,300 
333,000 344,100 
357,000 368,900 
381,000 393,700 
405,000 418,500 
429,000 443,300 
456,000 471,200 
477,000 492,900 
504,000 520,800 
540,000 558,000 
576,000 595,200 
612,000 632,400 

The above table demonstrates senior executive pension benefits payable upon normal retirement under the 
Supplemental Retirement Plan and Supplemental Senior Executive Retirement Plan at age 65 as a function of 
average annual income and years of service. Covered compensation under these plans consists only of the amounts 
in the Salary and Bonus columns of the Summary Compensation Table on page 84. Pursuant to the Supplemental 
Retirement Plan, a defined benefit plan, benefits are partially offset by Social Security payments and the monthly 
pension benefit payable upon retirement is based on final five years average compensation (base pay earnings only) 
multiplied by 1.7% for each year of service up to a maximum of 60%. Benefits under the Supplemental Senior 
Executive Retirement Plan are fully offset by Social Security benefits and by benefits paid under the Supplemental 
Retirement Plan. The monthly benefit payable upon retirement under this plan is equal to 4% of the average of a 
participant's highest three years of eligible earnings for each year of credited service with Progress Energy up to a 
maximum of 62%. Benefits listed in the table above do not reflect the Social Security or other offset. For purposes 
of benefits under these plans, Mr. Habermeyer has 7 years of credited service, Mr. Orser has 7 years of credited 
service, Mr. Scott has 7 years of credited service, Me. Johnson has 15 years of credited service, three of which are 
credited for service on the Senior Management Conunittee, and Mr. Day has 15 112 years of credited service. 

EMPLOYMENT AGREEMENTS 

Messrs. Habermeyer, Orser, Scott, Johnson and Day have entered into employment agreements, with one or more of 
Progress Energy's subsidiaries (the "Employer"). These agreements provide for base salary, bonuses, perquisites 
and participation in the various executive compensation plans offered to senior executives of Progress Energy and 
its subsidiaries. The agreement with Mr. Habermeyer has an effective date of November 30, 2000. The agreements 
with Messrs. Cavanaugh, McGehee, Scott and Kilgore each has an effective date of August 1, 2000. The agreements 
all provide that they will remain in effect for three years from the effective date. Each agreement also includes an 
"Evergrow provision" which provides that each year, the agreement will be extended such that the prospective term 
will always be three years forward on the anniversary date of the effective date. The Employer may elect not to 
extend an executive officer's agreement and must notify the officer of such an election at least sixty days prior to the 
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annual anniversary date of his agreement's effective date. Plan targets, termination and other key provisions of the 
agreements are discussed below. 

Agreement with Mr. Habermeyer 

Information concerning the employment agreement with Mr. Habelmeyer is set forth in Part III hereof under the 
heading "Executive Compensation - Florida Progress, Compensation of Executive Officers." 

Agreement with Mr. Orser 

Mr. Orser's agreement provides that his target compensation under the MICP was 40% of base salary earnings and 
increased to 45% effective January 1, 2001. The agreement also provides that Mr. Orser's target compensation 
under the PSSP of Progress Energy's 1997 Equity Incentive Compensation Plan was 50% of his base salary, and 
increased to 100% effective January 1, 2001. Mr. Orser's agreement notes that pursuant to a 1993 employment 
agreement with Carolina Power & Light Company, he received a recruitment bonus under the now suspended 
Deferred Compensation Plan for Key Management Employees, and that he is credited with nine years of service 
solely for purposes of determining benefits in connection with that bonus. The agreement also notes that Mr. Orser 
is automatically deemed vested for his benefits under the SERP, and will be deemed eligible for early retirement 
benefits under the SERP at age 60, assuming his continued employment at the Company until age 60. 

The agreement with Mr. Orser provides that upon termination of employment without cause or constructive 
termination of employment, he will be provided with his base salary at the current rate for the remainder of the term 
of the agreement, and will be eligible to retain all benefits in which he has vested under existing benefit plans. 
Additionally, he will be entitled to certain health benefits. The agreement provides that a constructive termination 
will be deemed to occur if (i) there is a change in the form of ownership of Progress Energy or the Employer and (ii) 
Mr. Orser is offered a new position with a material change in authority, duty, wages or benefits, or is asked to 
relocate more than 50 miles. If Mr. Orser's employment is constructively terminated, he will be entitled to the 
greater of the benefits described above or the benefits, if any, to which he is entitled under Progress Energy's 
Management Change-in-Control Plan. If the Employer terminates Mr. Orser's employment for cause, he will be 
eligible to retain all benefits in which he has vested under existing benefit plans, but he shall not be entitled to any 
foml of salary continuance or any form of severance benefits. He will also be entitled to any earned but unpaid 
salary. The agreement with Mr. Orser provides that if he ternunates his employment voluntarily at any time, he 
shall retain al1 vested benefits but shall not be entitled to any form of salary continuance or any form of severance 
benefit. The agreement also provides that if, while Mr. Orser is between the ages of 55 and 60, his employment is 
terminated without cause, or constructively terminated or if he voluntarily terminates his employment, he will 

. receive $153,912 (less applicable taxes) a year for life, less benefits payable under the Supplemental Retirement 
Plan and in lieu of any SERP benefit. Additionally, Mr. Orser will be eligible to retain all benefits in which he has 
vested under existing benefit plans. 

Agreement with Mr. Scott 

Information concerning the employment agreement with Mr. Scott is set forth in Part III hereof under the heading 
"Executive Compensation-Florida Progress, Compensation of Executive Officers." 

Agreement with Mr. Johnson 

Mr. Johnson's agreement provides that his target compensation under the MICP was 35% of base salary earnings 
and increased to 45% effective January 1, 2001. The agreement also provides that Mr. Johnson's target 
compensation under the PSSP of Progress Energy's 1997 Equity lncentive Plan was 50% of his base salary, but 
increased to 100% effective January 1, 2001. The agreement with Mr. Johnson also notes Mr. Johnson will be 
awarded 7 years of deemed service for purposes of the SERP. Three of those years will also be deemed service on 
the Senior Ma.nagement Committee. 

The agreement with Mr. Johnson provides that upon termination of employment without cause or constructive 
termination of employment, he will be provided with his base salary at the current rate for the remainder of the term 
of the agreement and will be eligible to retain all benefits in which he has vested under existing benefit plans. 
Additionally, the Employer will reimburse him for certain health benefits for up to 18 months after the termination 
of his employment. The agreement provides that a constructive termination will be deemed to occur if (i) there is a 
change in the form of ownership of Progress Energy or the Employer and (ii) Mr. Johnson is offered a new position 
with a material change in authority, duty, wages or benefits, or Mr. Johnson is asked to relocate more than 50 miles. 
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If Mr. Johnson's employment is constructively terminated, he will be entitled to the greater of the benefits described 
above or the benefits, if any, to which he is entitled under Progress Energy's Management Change-in-Control Plan. 
If the Employer terminates Mr. Johnson's employment for cause, he will be eligible to retain all benefits in which he 
has vested under existing benefit plans, but he shall not be entitled to any form of salary continuance or any form of 
severance b.enefits. He will also be entitled to any earned but unpaid salary. The agreement with Mr. Johnson 
provides that if he terminates his employment voluntarily at any time, he shall retain all vested benefits but shall not 
be entitled to any form of salary continuance or any form of severance benefit. 

Agreement with Mr. Day 

Mr. Day's agreement provides that his target compensation under the MICP was 35% of base salary earnings and 
increased to 45% effective January 1,2001. The agreement also provides that Mr. Day's target compensation under 
the PSSP of Progress Energy's 1997 Equity Incentive Plan was 50% of his base salary, but increased to 100% 
effective January 1, 2001. 

The agreement with Mr. Day provides that upon termination of employment without cause or constructive 
termination of employment, he will be provided with his base salary at the current rate for the remainder of the term 
of the agreement and will be eligible to retain all benefits in which he has vested under existing benefit plans. 
Additionally, the Employer will reimburse him for certain health benefits for up to 18 months after the termination 
of his employment. The agreement provides that a constructive termination will be deemed to occur if (i) there is a 
change in the form of oWnership of Progress Energy or the Employer and (ii) Mr. Day is offered a new position with 
a material change in authority, duty, wages or benefits, or Mr. Day is asked to relocate more than 50 miles. If Mr. 
Day's employment is constructively terminated, he will be entitled to the greater of the benefits described above or 
the benefits, if any, to which he is entitled under Progress Energy's Management Change-in-Control Plan. If the 
Company terminates Mr. Day's employment for cause, he will be eligible to retain all benefits in which he has 
vested under existing benefit plans, but he shall not be entitled to any form of salary continuance or any form of 
severance benefits. He will also be entitled to any earned but unpaid salary. The agreement with Mr. Day provides 
that if he terminates his employment voluntarily at any time, he shall retain all vested benefits but shall not be 
entitled to any form of salary continuance or any form of severance benefit. 

ITEM 12.SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT 

FLORIDA PROGRESS 

Security Ownership of Certain Beneficial Owners 

All of Florida Progress' common stock is held beneficially and of record by Progress Energy, Inc. None of Florida 
Progress' directors or executive officers owns any shares of Florida Progress' common stock. 
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743 

Security Ownership of Management 

The following table describes the beneficial ownership of the Common Stock of Progress Energy, Inc. and 
ownership of Progress Energy, Inc. Common Stock units as of December 31,2000, of (i) all current Directors and 
nominees for Director of Florida Progress, (ii) each executive officer of Florida Progress named in the Summary 
Compensation Table presented on page 68 of this document and (iii) all Directors and executive officers of Florida 
Progress as a group. A unit of Common Stock does not represent an equity interest in Progress Energy, Inc. and 
possesses no voting rights, but is equal in value at all times to a share of Cornmon Stock. As of December 3 1 , 2000, 

none of the individuals or group in the above categories owned one percent (1 %) or more of Progress Energy, Inc,'s 
voting securities. 

NAME 

Edwin B. Borden 

David L. Burner 

William Cavanaugh III 

Charles W. Coker 

NUMBER OF SHARES OF COMMON STOCK 

BENEFICIALL Y OWNEDl AND UNITS REPRESENTING 


SHARES OF COMMON STOCK1,J,4,S,6,7 


5,042 Common Stock 
22,3332 Units 

0 Common Stock 
2,6893 Units 

2 19,9898 Common Stock 
5 6 7144, 1 164• , . Units 

4,4489 Common Stock 
2 6,7852 Units 

Richard L. Daugherty Common Stock 
15,0202 Units 

W. D. Frederick, Jr. 1,000 Common Stock 
Units 

H. William Habermeyer. Jr. 

Tom D. Kilgore 

Richard Korpan 

Estell C. Lee 

William O. McCoy 

Robert B. McGehee 

E. Marie McKee 

John H. Mullin, III 

Richard A. Nunis 

Peter M. Scott III 

1. Tylee Wilson 

Jean Giles Wittner 

Shares of Progress Energy Common Stock 
beneficially owned by all directors and executive 
officers of Florida Progress as a group (20 
persons) 

22,773 
2,7015•6 

3 1,381 
14,9965,6,7 

1,000 

° 
4,484 \0 

2 1,9522 


1,000 


7,4612 


36, 17911 

16, 1675,6.7 

600 
2,8 693 

1,000 

3,5252 

2,000 
0 


32,802 

5,3295,6 


5,000 

6,5 182 

1,000 

° 

400,5 19 

Commoq. Stock 
Units 
Common Stock 
Units 
Common Stock 
Units 
Common Stock. 
Units 
Common Stock 
Units 
Common Stock 
Units 
Common Stock 
Units 
Common Stock 
Units 
Common Stock 
Units 
Common Stock 
Units 
Common Stock 
Units 
Common Stock 
Units 

Common Stock 
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'Unless otherwise noted, all shares of Cornmon Stock set forth in the table are beneficially owned, directly 
or indirectly, with sole voting and investment power, by such shareholder. 

2Consists of units representing Common Stock of Progress Energy under the Directors' Deferred 
Compensation Plan and the Non-Employee Director Stock Unit Plan (see "Compensation of Directors" on page 63). 

3Consists of units representing Common Stock of Progress Energy under the Directors' Deferred 
Compensation Plan. 

4Consists of performance units under the Progress Energy Long-Term Compensation Program. 

5Consists of performance shares awarded under the Performance Share Sub-Plan of the Progress Energy 
1997 Equity Incentive Plan (see "Long-Term Incentive Plan Awards Table" on page 72 and footnote 1 thereunder 
for performance shares awarded in 2000). 

6Consists of phantom stock units to replace the value of Progress Energy contributions to the Stock 
Purchase-Savings Plan that would have been made but for the deferral of salary under the Progress Energy 
Management Deferred Compensation Plan and contribution limitations under Section 415 of the Internal Revenue 
Code of 1986, as amended (see "Summary Compensation Table" on page 68 and footnote 5 thereunder). 

7Consists of performance units recorded to reflect awards deferred under the Progress Energy Management 
Incentive Compensation Plan. 

8Includes 200,000 shares of Progress Energy Restricted Stock an<;l 7,823 shares with shared voting and 
investment power owned by members of immediate family to which beneficial ownership has not been disclaimed. 

9Includes 4,248 shares with shared voting and investment power owned by members of immediate family 
to which beneficial ownership has not been disclaimed. 

IOIncludes 160 shares with shared voting and investment power owned by members of immediate family to 
which beneficial ownership has not been disclaimed. 

11 Includes 33,200 shares of Progress Energy Restricted Stock. 

FLORIDA POWER 

Security Ownership of Certain Beneficial Owners 

All of Florida Power's common stock is held beneficially and of record by Florida Progress. None of Florida 
Power's directors or executive officers owns any shares of Florida Power's common or preferred stock. 

Security Ownership of Management 

MANAGEMENT OWNERSHIP OF COMMON STOCK 

The following table describes the beneficial ownership of the Common Stock of Progress Energy, Inc. and 
ownership of Progress Energy, Inc. Common Stock units as of December 31, 2000, of (i) all Florida Power 
Directors, (ii) each executive officer of Florida Power named in the Summary Compensation Table presented on 
page 84 of this document and (iii) all Directors and executive officers of Florida Power as a group. A unit of 
Common Stock does not represent an equity interest in Progress Energy, Inc. and possesses no voting rights, but is 
equal in value at all times to a share of Common Stock. As of December 31, 2000, none of the individuals or group 
in the above categories owned one percent (1 %) or more of Progress Energy, Inc.'s voting securities. 
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NUMBER OF SHARES OF COMMON STOCK 
BENEFICIALLY OWNEDl AND UNITS REPRESENTING 

NAME SHARES OF COMMON STOCK2,3,4.s,6 

William Cavanaugh III 2 1  9,98 96 Common Stock 
144,1162.3,4,5 Units 

Fred N. Day IV 23,447 Common Stock 
11,4533,4.5 Units 

H. William Habermeyer, Jr. 22,773 Common Stock 
2,7023,4 Units 

William D. Johnson 27,157 Common Stock 
10,1983,4,$ Units 

Peter M. Scott III 32,802 Common Stock 
5,32 93.4 Units 

William S. Orser 51,6157 Common Stock 
33,1712,3.4 Units 

Shares of Progress Energy Conunon Stock 
beneficially owned by all directors and executive 
officers of Florida Power as a group ( 10 persons) 

449,057 Common Stock 

lUnless otherwise noted, all shares of Common Stock set forth in the table are beneficially owned, directly . 
or indirectly, with sole voting and investment power, by such shareholder. 

2Consists of performance units under the Progress Energy Long-Term Compensation Program. 

3Consists of performance shares awarded under the Performance Share Sub-Plan of the 1 9 97 Progress 
Energy Equity Incentive Plan (see "Long-Term Incentive Plan Awards Table" on page·87 and footnote 1 thereunder 
for perfonnance shares awarded in 2000). 

4Consists of phantom stock units to replace the value of Progress Energy's contributions to the Stock 
Purchase-Savings Plan that would have been made but for the deferral of salary under the Management Deferred 
Compensation Plan and contribution limitations under Section 415 of the Internal Revenue Code of 1 986, as 
amended (see "Summary Compensation Table" on page 84 and footnote 5 thereunder). 

5Consists of performance units recorded to reflect awards deferred under the Progress Energy Management . 
Incentive Compensation Plan. 

6Includes 200,000 shares of Progress Energy Restricted Stock and 7,823 shares with shared voting and 
investment power owned by members of immediate family to which beneficial ownership has not been disclaimed. 

7Includes 45,000 shares of Restricted Stock. 

ITEM 13. CERTAiN RELATIONSHIPS AND RELATED TRANSACTIONS 

On November 30,2000, CP&L Energy, Inc., a North Carolina corporation, acquired all of the outstanding common 
stock of Florida Progress Corporation, a Florida corporation, in accordance with the Amended and Restated Plan of 
Exchange, including the related Plan of Share Exchange, dated as of August 22, 1 9 99, as amended and restated as of 
March 3, 2000, among CP&L Energy (renamed Progress Energy, Inc. effective December 4,2000), Florida Progress 
and Carolina Power & Light Company, a North Carolina corporation. 

Mr. Korpan, a nominee to the Company's Board of Directors, and formerly an officer and director of Florida 
Progress had interests in the share exchange that were different from and in addition to his rights as a Florida 
Progress shareholder. He received the following consideration as a result of those interests: $11,551,588 
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representing payouts under the change-in-control prOVISIOns of the Long-Tenn Incentive Plan; $4,182,000 
representing severance payments; and 79,033 Progress Energy Contingent Value Obligations (CVOs). (Each 
contingent value obligation represents the right to receive contingent payments based upon the net after-tax cash 
flow to Progress Energy generated by certain synthetic fuel plants.) Mr. Korpan is also entitled to receive 
continuation of welfare benefits comparable to those in place before the transaction for 36 months following 
termination, with lifetime access to medical insurance at his expense thereafter; and reimbursement for reasonable 
legal fees and disbursements related to the taxation of payments made to the individual, not to exceed $15,000. 
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Progress 

PART IV 

ITEM 14. 	 EXHffiITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON FORM 8-K FOR 

FLORIDA PROGRESS AND FLORIDA POWER 

(a) 	 1. Financial Statements, notes to Financial Statements and report thereon KPMG LLP 
are found in Item 8 "Financial Statements and Supplementary Data" herein. 

2. The following Financial Statement Schedules are included herein: 

Florida Progress 

II-Valuation and Qualifying Accounts 
for the years ended December 31, 2000, 1999 and 1998 

Florida Power 


II-Valuation and Qualifying Accounts 

for the years ended December 31, 2000, 1999 and 1998 


All other schedules are not submitted because they are not applicable or not required 
or because the required information is included in the financial statements or notes thereto. 

3. 

Number 

Exhibits filed herewith: 
Florida Florida 

Power 

*2 	 Amended and Restated Agreement and Plan of x 
Exchange by and among Carolina Power and Light 
Company, Florida Progress Corporation and CP&L 
Energy, Inc., dated as of August 22, 1999, amended 
and restated as of March 3,2000. (Filed as Annex A 
to the Florida Progress preliminary proxy statement 
on Schedule 14 A, as filed with the SEC on March 6, 
2000). 

*3. (a) 	 Amended Articles of Incorporation, as x 
amended, of Florida Power. (Filed as 
Exhibit 3(a) to the Florida Power Form 
10-K for the year ended December 31, 1991, 
as filed with the SEC (File No. 1-3274) 
on March 30, 1992.) 

*3. (b) 	 Restated Articles of Incorporation, as x 
amended, of Florida Progress. (Filed as 
Exhibit 3(a) to Florida Progress' Form 
10-K for the year ended December 31,1991, 
as filed with the SEC on March 30, 1992.) 

x*3. (c) 	 Bylaws of Florida Power, as amended to date. 
(Filed as Exhibit 3.(b) to the Florida Power 
Form 10-K for the year ended December 31, 
1995, as filed with the SEC on March 20, 1996.) 

*3. (d) 	 Bylaws of Florida Progress, as amended March 3,2000 x 
(Filed as Exhibit 3.(a) to the Florida Progress 
Form 10-K for the year ended December 31, 1999, 
as filed with the SEC on March 30, 2000.) 

*3. (e) 	 Bylaws of Florida Progress as amended July 10, 2000, x 

217 



(Filed as Exhibit 3 to the Florida Progress Form 10-Q 
for the quarter ended June 30, 2000, as filed with the 
SEC on August 11,2000.) 

*4. (a) Indenture, dated as of January 1, 1944 (the X X 
"Indenture"), between Florida Power and 
Guaranty Trust Company of New York and The 
Florida National Bank of Jacksonville, as 
Trustees. (Filed as Exhibit B-18 to Florida 
Power's Registration Statement on Form A-2 
(No. 2-5293) filed with the SEC on January 
24, 1944.) 

*4. (b) Twenty-Ninth Supplemental Indenture, dated as X X 
of September 1, 1982, between Florida Power 
and Morgan Guaranty Trust Company of New York 
and Florida National Bank, as Trustees, with 
reference to the modification and amendment 
of the Indenture. (Filed as Exhibit 4( c) to 
Florida Power's Registration Statement on 
Form S-3 (No. 2-79832) filed with the SEC on 
September 17, 1982.) 

*4. (c) Seventh Supplemental Indenture, dated as of X X 
July 1, 1956, between Florida Power and 
Guaranty Trust Company of New York and The 
Florida National Bank of Jacksonville, as 
Trustees, with reference to the modification 
and amendment of the Indenture. (Filed as 
Exhibit 4(b) to Florida Power's Registration 
Statement on Form S-3 (No. 33-16788) filed 
with the SEC on September 27, 1991.) 

*4. (d) Eighth Supplemental Indenture, dated as of X X 
July 1, 1958, between Florida Power and 
Guaranty Trust Company of New York and The 
Florida National Bank of Jacksonville, as 
Trustees, with reference to the modification 
and amendment of the Indenture. (Filed as 
Exhibit 4( c) to Florida Power's Registration 
Statement on Form S-3 (No. 33-16788) filed 
with the SEC on September 27, 1991.) 

*4. (e) Sixteenth Supplemental Indenture, dated as of X X 
February 1, 1970, between Florida Power and 
Morgan Guaranty Trust Company of New York and 
The Florida National Bank of Jacksonville, as 
Trustees, with reference to the modification 
and amendment of the Indenture. (Filed as 
Exhibit 4( d) to Florida Power's Registration 
Statement on Form S-3 (No. 33-16788) filed 
with the SEC on September 27, 1991.) 

*4. (f) Rights Agreement, dated as of November 21, X 

1991, between Florida Progress and 
Manufacturers Hanover Trust Company, 
including as Exhibit A the form of Rights 
Certificate. (Filed as Exhibit 4(a) to 
Florida Progress' Form 8-K dated November 
2 1, 1991, as filed with the SEC on November 27, 1991.) 
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*4. (i) 

*4. (g) 	 Thirty-Eighth Supplementallndenture dated as X X 
of July 25, 1994, between Florida Power and 
First Chicago Trust Company of New York, as 
successor Trustee, Morgan Guaranty Trust 
Company of New York, as resigning Trustee, 
and First Union National Bank of Florida, as 
resigning Co-Trustee, with reference to 
confirmation of First Chicago Trust Company 
of New York as successor Trustee under the 
Indenture. (Filed as exhibit 4(f) to Florida 
Power's Registration Statement on Form S-3 
(No. 33-55273) as filed with the SEC on August 
29, 1994.) 

*4. (h) 	 Amendment to Shareholder Rights X 
Agreement dated February 20, 1997, 
between Florida Progress and The First 
National Bank of Boston. (Filed as Exhibit 
4(a) to the Florida Progress Form 10-K 
for the year ended December 31, 1996, 
as filed with the SEC on March 27, 1997.) 

Form of Certificate representing shares of X 
Florida Progress Conunon Stock. (Filed as 
Exhibit 4(b) to the Florida Progress Form 
10-K for the year ended December 31, 1996, 
as filed with the SEC on March 27, 1997.) 

*4.(j) 	 Second Amendment to Shareholder Rights Agreement X 
dated as of August 22, 1999, between Florida Progress 
and BankBoston, N .A. (Filed as Exhibit 4 to the 
combined Florida Progress and Florida Power Form 8-K 
dated August 22, 1999.) 

*10. (a) 	 Second Amended and Restated Guaranty and X 
Support Agreement dated as of August 7, 1996. 
(Filed as Exhibit 4 to Florida Progress' Form 
10-Q for the quarter ended June 30, 1996). 

+*10. (b)(l) 	 Florida Progress Corporation Long-Term X X 
Incentive Plan, approved by Florida Progress' 
Shareholders on April 19, 1990. (Filed as 
Exhibit 10(d) to Florida Progress' Form JO-Q 
for the quarter ended March 3 1, 1990, as 
filed with the SEC on May 14, 1990). 

+* 1 O. (b )(2) 	 Stock Plan for Non-Employee Directors of X X 
Florida Progress Corporation and Subsidiaries. 
(Filed as Exhibit 4.(k) to the Florida Progress 
Registration Statement on Form S-8 (No. 333-
02619) as filed with the SEC on April 18, 1996.) 

+*10. (b)(3) 	 Executive Optional Deferred Compensation X X 
Plan. (Filed as Exhibit 10.( c) to the 
Florida Progress Form 10-K for the year 
ended December 3 1, 1996 as filed with the 
SEC on March 27, 1997.) 

+* 10. (b)(4) 	 Agreement between Florida Progress and X 
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Kenneth E. Armstrong dated as of January 
30, 1998 regarding change in control. 
(Filed as Exhibit 10(b) to the 
Florida Progress Form 10-K for the year 
ended December 31, 1997, as filed with 
the SEC on March 18, 1998.) 

+*10. (b)(5) Agreement between Florida Progress and 
Jeffrey R. Heinicka dated as of January 
30, 1998 regarding change in control. 
(Filed as Exhibit 1 O( d) to the 
Florida Progress Form 10-K for the year 
ended December 31, 1997, as filed with 
the SEC on March 18, 1998.) 

X 

+*10. (b)(6) Agreement between Florida Progress and 
Richard D. Keller dated as of January 30, 1998 
regarding change in control (Filed as Exhibit 1 O( e) 
to the Florida Progress Form 10-K for the year 
ended December 31, 1997, as filed with 
the SEC on March 18, 1998.) 

X 

+* 1 O. (b )(7) Agreement between Florida Progress and 
Richard Korpan dated as of January 30, 
1998, regarding change in control. (Filed as Exhibit 
10.(f) to the Florida Progress Form 10-K for the year 
ended December 31, 1997 as filed with the SEC on 
March 18. 1998.) 

X 

+* 10. (b )(8) Agreement between Florida Progress and 
Joseph Richardson dated as of January 30, 
1998, regarding change in control. (Filed as Exhibit 
10.(g) to the Florida Progress Form 10-K for the year 
ended December 31, 1997, as filed with the SEC on 
March 18.1998.) 

X 

+* 1 O. (b )(9) Employment Agreement between Florida Progress and 
Richard Korpan dated March I, 1998. (Field as Exhibit 
10(h) to the Florida Progress Form 10-K for the year 
ended December 31, 1997, as filed with the SEC on 
March 18, 1998.) 

X 

+*10. (b)(10) Phantom Stock Plan for the benefit of 
Non-Employee Directors of Florida Progress 
Corporation. (Filed as Exhibit 10.(a) to the Florida 
Progress Form 10-K for the year ended December 31, 
1998, as filed with the SEC on March 19, 1999.) 

X 

+*10. (b)(11) Agreement between Florida Progress and 
William G. Kelley dated as of January 30, 
1998, regarding change in controL (Filed as Exhibit 
10.(b) to the Florida Progress Form IO-K for the year 
ended December 31, 1998, as filed with the SEC on 
March 19.1999.) 

X 

+* 1 O.(b)( 12) Management Incentive Compensation Plan 
of Florida Progress Corporation, as amended 
December 14,1999. (Filed as Exhibit 10.(a) to the 
Florida Progress Form 10-K for the year ended 
December 31, 1999, as filed with the SEC on 

X X 
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March 30, 2000.) 

+*10.(b)(13) Agreement between Florida Progress and 
Richard Korpan dated as of January 30, 
1998 regarding change in control, as amended 
August 19, 1999. (Filed as Exhibit 10.(b) to the 
Florida Progress Form 10-K for the year ended 
December 31, 1999, as filed with the SEC on 
March 30, 2000.) 

X 

+*10.(b)(14) Agreement between Florida Progress and 
Joseph H. Richardson dated as of January 
30,1998 regarding change in control, as amended 
August 19, 1999. (Filed as Exhibit 10.(c) to the 
Florida Progress Form 10-K for the year ended 
December 31, 1999, as filed with the SEC on 
March 30, 2000.) 

X 

+*10. (b)(IS) Employment Agreement between Florida Progress 
and Richard Korpan dated as of March 1, 
1998, as amended August 19,1999. (Filed as 
Exhibit 10.(d) to the Florida Progress Form 10-K 
for the year ended December 31, 1999, as filed with 
the SEC on March 30,2000.) 

X 

+*10. (b)(16) Florida Progress Supplemental Executive 
Retirement Plan, as amended and restated 
effective February 20, 1997. (Filed as Exhibit 10.( e) 
to the Florida Progress Form 10-K for the year ended 
December 31, 1999, as filed with the SEC on 
March 30,2000.) 

X X 

-+* 1O.(b)( 17) Resolutions of the Board of Directors of Carolina 
Power & Light Company dated May 8, 1991, 
amending the Directors Deferred Compensation 
Plan (filed as Exhibit lOeb), File No. 33-48607). 

X 

-+* 10.(b)( 18) 1997 Equity Incentive Plan, approved by shareholders 
of Carolina Power & Light Company on May 7, 1997, 
effective as of January 1, 1997 (filed as Appendix A 
to Carolina Power & Light Company's 1997 Proxy 
Statement, File No. 1-3382). 

X X 

-+* 1 O.(b)( 19) Carolina Power & Light Company Restricted Stock 
Agreement, as approved January 7, 1998, pursuant 
to Carolina Power & Light Company's 
1997 Equity Incentive Plan (filed as Exhibit No. 10 
to Carolina Power & Light Company's Quarterly 
Report on FOlm 10-Q for the quarterly period ended 
March 31,1998, File No. 1-3382.) 

X X 

-+* 1 O.(b )(20) Carolina Power & Light Company Restoration 
Retirement Plan, as amended January 1, 1999 
(filed as Exhibit No. 10b(20) to Carolina Power 
& Light Company's Annual Report on 
Form 10-K for the fiscal year ended 
December 31, 1998, File No. 1-3382). 

X X 

-+* 1 O.(b )(21) Performance Share Sub-Plan of the Carolina 
Power & Light Company 1997 Equity 

X X 
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Incentive Plan, as Revised and Restated 
March 17, 1999 (filed as Exhibit 1 Ob(21 ) 
to Carolina Power & Light Company's Annual 
Report on Form 10-K for the fiscal year ended 
December 31, 1999, File No. 1-3382). 

-+*10.(b)(22) Amended Management Incentive Compensation 
Plan of Carolina Power & Light Company, 

as amended January 1,2000 (filed as 
Exhibit 10b(22) to Carolina Power & Light 
Company's Annual Report on Form 10-K for the 
fiscal year ended December 31, 1999, File No. 1-3382). 

-+*10.(b)(23) Carolina Power & Light Company Management 
Deferred Compensation Plan, adopted as of 
January 1,2000, (filed as Exhibit 4 to Carolina 
Power & Light Company's Form S-8 dated 
October 25, 1999, File No. 333-89685). 

-+*10.(b)(24) Amended and Restated Supplemental Senior 
Executive Retirement Plan of Carolina 
Power & Light Company, effective January 1, 
1984, as last amended March 15, 2000 (filed 
as Exhibit 10b(24) to Carolina Power & Light 
Company's Annual Report on Form 10-K for the 
fiscal year ended December 31, 1999, File No. 1-3382). 

+*10.(b)(25) Employment Agreement dated August 1, 2000 
between CP&L Service Company LLC and William 
Cavanaugh III (filed as Exhibit 10(i) to Quarterly 
Report on Form 10-Q for the quarterly period ended 
September 30, 2000, File No. 1-15929 and No. 1-3382) 

+* 1 0 .(b )(26) Employment Agreement dated August 1,2000 
between Carolina Power & Light Company and 
William S. "Skip" Orser (filed as Exhibit 10(ii) to 
Quarterly Report on Form 10-Q for the quarterly 
period ended September 30,2000, File No. 1-15929 
and No. 1-3382). 

*+10.(b)(27) Employment Agreement dated August 1,2000 
between Carolina Power & Light Company 
and Tom Kilgore (filed as Exhibit.10(iii) to 
Quarterly Report on Form 10-Q for the quarterly 
period ended September 30,2000, File No. 1-15929 
and No. 1-3382. 

+* 1 O.(b )(28) Employment Agreement dated August 1, 2000 
between CP &L Service Company LLC and Robert 
McGehee (filed as Exhibit 10(iv) to Quarterly Report 
on Form 10-Q for the quarterly period ended 
September 30, 2000, File No. 1-15929 and No. 1-3382). 

+* 1 O.(b )(29) Form of Employment Agreement dated August 1, 2000 
(i) between Carolina Power & Light Company 

X X 

X 

X 

X 

X 

X 

X 

X 

X 

X X 
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and Don K. Davis; and (ii) between CP&L Service 
Company LLC and Peter M. Scott III; and 
(iii) between CP&L Service Company LLC and 

William D. Johnson (filed as Exhibit 10(v) to 

Quarterly Report on Fonn 10-Q for the quarterly 

period ended September 30,2000, File No. 1-15929 

and No. 1-3382). 


+*10.(b)(30 Form of Employment Agreement dated August 1,2000 

between Carolina Power & Light Company and (i) 

Fred Day IV, (ii) C.S. "Scotty" Hinnant and (iii) 

E. Michael Williams (filed as Exhibit I O( vi) to 


Quarterly Report on Form 10-Q for the quarterly 


period ended September 30,2000, File No. 1-15929 


and No. 1-3382.) 


*+ I O.(b )(31) Florida Power Corporation Management Incentive x 

Compensation Plan, effective January 1,2001 

(filed as Exhibit IOb(25) to Annual Report on 

Form 10-K for the year ended December 31,2000, 


File No. 1-15929 and No. 1-3382.) 


+10.(b)(32) 	 Employment Agreement dated November 30, 2000 x x 

between Carolina Power & Light Company, Florida 

Power Corporation and H. William Habenneyer. 

12 	 Statement of Computation of Ratios. x 

16 	 Letter regarding change in certifying accountant x x 

Subsidiaries of Florida Progress. 	 x21 

23. (a) 	 Consent ofKPMG x 

23. (b) 	 Consent of KPMG x 

24 	 Powers of Attorney are included in the x x 

signature pages of thisFonn 10-K. 

X Exhibit is filed for that respective company. 

* 
 Incorporated herein by reference as indicated. 

+Management contract or compensation plan or arrangement required to be filed as an exhibit to this 
report pursuant to Item 14(c) of Form 10-K. 

Sponsorship of this management contract or compensation plan or arrangement was transferred by 
Carolina Power & Light Company to Progress Energy, Inc., effective August 1,2000. 

In reliance upon Item 60 1 (b)(4)(iii) of Regulation S-K, certain instruments defining the rights of holders of 
long-term debt of Florida Progress and its consolidated subsidiaries are not being filed herewith, because the total 
amount authorized thereunder does not exceed 10% of the total assets of Florida Progress and its subsidiaries on a 
consolidated basis. Florida Progress hereby agrees to furnish a copy of any such instruments to the SEC upon 
request. 

Florida Progress will furnish to its security holders any exhibit to this Fonn 10-K upon written request at a 
reasonable charge for copying and mailing. Written requests should be made to Mr. Thomas R. Sullivan, Treasurer, 

P.O. Box 1551, Raleigh, North Carolina 27602. 

(b) Reports on Fonn 8-K 
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Form 8-K dated (date of earliest event reported) October 25,2000, as filed with the SEC on October 25,2000, 
reporting under Item 5 "Other Events" Florida Progress' and Florida Power's third quarter 2000 earnings. 

Form 8-K dated (date of earliest event reported) November 15, 2000, as filed with the SEC on November 15, 2000) 
reporting under Item 5 "Other Events" Florida Progress reporting a quarterly dividend. 

Form 8-K dated (date of earliest event reported) November 30,2000, as filed with the SEC on December 8,2000, 
reporting under Item 1 "Changes in Control of Registrant" the acquisition of Florida Progress by Progress Energy_ 
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Bazemore, 

Signature 

Cavanaugh 

Daugherty 

Frederick, 

Pursuant to the requirements of Section 13 or 

caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 

Date: 3/28/01 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the 

following persons on behalf of the registrant and in the capacities and on the date indicated. 

lsI William III 
(William Cavanaugh III, 
Chairman, President and Chief 
Executive Officer) 

lsI Peter M. Scott III 
(Peter M. Scott III, Executive 
Vice President and Chief 
Chief Financial Officer) 

lsI Edwin B. Borden 
(Edwin B. Borden) 

lsI David L. Burner 
(David L. Burner) 

lsI Charles W. Coker 
(Charles W. Coker) 

lsI Richard L. 
(Richard L. Daugherty) 

lsI w.n. Jf. 
(W.D. Frederick, Jr.) 

SIGNATURES 

15(d) of the Securities Exchange Act of 1934, the registrant has duly 

FLORIDA PROGRESS CORPORATION 


(Registrant) 


By: lsI Peter M. Scott III 


Peter M. Scott III 


Executive V ice President and 


Chief Financial Officer 


By: lsI Robert H. Jr. 

Robert H. Bazemore, Jr. 


Vice President and Controller 


(Chief Accounting Officer) 


Principal Executive 
Officer and Director 

Principal Financial 
Officer 

Director 

Director 

Director 

Director 

Director 
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Korpan 

McCoy 

Mullin? 

Tylee 

lsI Richard 
(Richard Korpan) 

(Estell C. Lee) 

lsI William O. 
(William O. McCoy) 

lsI E. Marie McKee 
(E. Marie McKee) 

lsI Jo1m H. III 
(Jo1m H. Mullin, III) 

lsi Richard A. Nunis 
(Richard A. Nunis) 

lsI 1. Wilson 
(J. Tylee Wilson) 

lsI Jean Giles Wittner 
(Jean Giles Wittner) 

, .  

Director 3/21101 

Director 

Director 

Director 

Director 

Director 

Director 

Director 

3/21101 

3121101 

3121101 

3121101 

3/21/01 

3/21101 

3/21/01 
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Bazemore, 

Signature 

Cavanaugh 

Habermeyer, 

Habermeyer, 

SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly 

caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 

FLORIDA POWER CORPORATION 


Date: 3/28/01 (Registrant) 


By: lsI Peter M. Scott III 

Peter M. Scott III 

Executive Vice President and 

Chief Financial Officer 
-

By: lsI Robert H. Jr. 

Robert H. Bazemore, Jr. 


Controller 


(Chief Accounting Officer) 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the 

following persons on behalf of the registrant and in the capacities and on the date indicated. 

lsI William III Principal Executive 

(William Cavanaugh III, Officer and Director 

Chainnan) 


lsI William H. Jr. Principal Executive 
(H. William Habenneyer, Jr., Officer and Director 

President and Chief Executive 

Officer) 


lsI Peter M. Scott III Principal Financial 3/21101 
(Peter M. Scott, Executive Officer and Director 
Vice President and Chief 

. Chief Financial Officer) 

lsI Robert B. McGehee Director 
(Robert B. McGehee) 

lsI William D. Johnson Director 
(William D. Johnson) 

lsI William H. Jr. Director 
(William H. Habermeyer, Jr.) 

lsI William S. Orser Director 
(William S. Orser) 

3/21101 

3/21101 

3/21101 

3/21101 

3/21101 

-
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DeCcription Expense (Ded) 

Allowance for doubtful accounts 

FOR THE YEAR ENDED DECEMBER 31,1998 

Nuclear refueling outage reserve 

Allowance for doubtful accounts 

Schedule II 

FLORIDA PROGRESS CORPORATION 

Valuation and Qualifying Accounts 
For the Years Ended December 31,2000,1999, and 1998 

(In millions) 

Balance at Additions Balance at 
Beginning Charged to Other End of 
of Period Deductions Add Period 

FOR THE YEAR ENDED DECEMBER 31,2000 
......-

Nuclear refueling outage reserve $ 0.5 10.6 $ 0.3 $ -

Allowance for doubtful accounts 5.8 $ 25.1 4.5 $ (0.2) $ 26.2 

FOR THE YEAR ENDED DECEMBER 31, 1999 

Nuclear refueling outage reserve $19.9 $ 1.4 $ 20.8 $ - 0.5 

$ 4.5 $ 3.6 $ (0.1) $ 5.8 

$ 22.2 $ 2.3 $ -

$ 4.0 4.0 3.3 $ 0.3 5.0 
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-

Description Expense Note) 

-

{0.6) 

...... 

(.1) 

 

� 

Schedule II 

FLORIDA POWER CORPORATION 
;;;;;;. Valuation and qualifying Accounts 

For the Years Ended December 31,2000,1999, and 1998 
(In millions) 

:0;:::;:: 

Balance at Additions Balance at 
Beginning Charged to Deductions Other End of 
Of Period (See Add (Ded) Period 

FOR THE YEAR ENDED DECEMBER 31, 2000 

1999 Nuclear Refueling Outage Reserve (#11) 
2001 Nuclear Refueling Outage Reserve (#12) 

;;;:. 

Allowance for doubtful accounts 

;;:;:;; 

FOR THE YEAR ENDED DECEMBER 31, 1999 

1999 Nuclear Refueling Outage Reserve (# 11) 
2001 Nuclear Refueling Outage Reserve (#12) 

Allowance for doubtful accounts 

FOR THE YEAR ENDED DECEMBER 31, 1998 

$ (0.3) $ $ 0.3 $ $ 
0.8 10.6 10 . 8 

$ . 5 $ 10.6 $ (0.3) $ $ 10.8 

$ 4.0 4.3 $ 3.2 .$ .1 $ 5.2 

$ 19.9 $ 0.6 $ 20.8 $ $ (0.3) 
0.8 0.8 

19.9 $ 1.4 $ 20.8 $ $ 0.5 

3.8 2.9 $ $ / 

1999 Nuclear Refueling Outage Revenue (#11) 

� 

Allowance for doubtful accounts 

;,: 

$ $ 2.3 $ 19.9 

$ 22.2 $ $ 2.3 $ $ 19.9 

$ 3.2 $ 3.6 $ 3.3 $ .3 3.8 

Note: Deductions are payments of actual expenditures related to the outage. 
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(116.82 

$273.4 

FLORIDA PROGRESS CORPORATION 
Statement of Computation of Ratios 

(Dollars In Millions) 

Ratio of Earnings to Fixed Charges: 

2000 1999 1998 

Net Income $144.3 $314.9 $281.7 

- Add: 
Operating Income Taxes 


Income Before Taxes 27.S 406.6 430.3 


Total Interest Charges 244.4 214.7 199.7 


91.7 148.6 66.4 145.9 

.... Preferred Dividend Requirements of 
Subsidiary 1.5 I.S 1.5 

Exhibit 12a 

1997 1996 

$S4.3 $250.7 

120.7 396.6 

170.3 147.0 

I.S 5.8 

Total Earnings (A) $622.8 $631.S $292.5 $549.4 

Fixed Charges including 
Preferred Stock Dividends (B) 

-. 

Ratio of Earnings to 
Fixed Charges (NB) 

244.7 216.6 202.0 

1.12 2.87 3.13 

173.6 IS6.1 

1.69 3. 52 

230 



9.1 

Exhibit 12b 

FLORIDA POWER CORPORATION 

Statement of Computation of Ratios 


(Dollars In Millions) 

Ratio of Earnings to Fixed Charges: 

2000 1998 

$211.8 $267.0 $250.1 

150.5 141.0 

362.3 418.3 391.1 

128.5 124.0 136.5 

$490.8 $527.6 

$128.5 $124.0 $136.5 

1997 1996 

$135.9 $238.4 

69.9 135.9 

205.8 374 .3 

117.3 98.4 

$472.7 

17.3 $98.4 

Net Income 

Income Taxes 

Income Before Taxes 

Total Interest Charges 

Total Earnings (A) 

Fixed Charges (8) 

Preferred Dividends grossed 
up for effective tax rate 2.6 2.3 2.3 2.3 

- T?tal Fixed Charges plus 
Preferred Dividends (C) 131.1 126.3 138.8 119.6 107.5 

Ratio of Earnings to 
Fixed Charges (AlB) 

Ratio of Earnings to Fixed Charges 
- and Preferred Dividends (AlC) 

3.82 3.87 

3.74 4.29 3.80 

2.75 4.80 

2.70 4.40 
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Exhibit 16 

Letter Regarding Change in Certifying Accountant 

Securities and Exchange Commission 
Washington, DC 20549 

March 28, 2001 

Ladies and Gentlemen: 

We were previously principal accountants for Florida Progress Corporation (FPC) and Florida Power Corporation 
(Florida Power) and, under the date of February 15, 2001, we reported on the financial statements of FPC and 
subsidiaries and Florida Power as of and for the years ended December 31, 2000 and 1999. On March 28, 2001, our 
appointment as principal accountants was terminated. We have read FPC's and Florida Power's statements included 
under Item 9 of their December 31, 2000 combined Fonn 10-K, and we agree with such statements, except that we 
are not in a position to agree or disagree with FPC's and Florida Power's statements that the change was approved 
by the audit committee of the board of directors and that Deloitte & Touche LLP was not consulted regarding any of 
the matters or events set forth in Item 304 (a) (2) of Regulation S-K 

Very truly yours, 

IslKPMGLLP 
KPMGLLP 
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Subsidiary 

Progress Corporation 

Incorporation 

Subsidiaries of Florida Progress Corporation 

December 31, 2000 

Name of * 

Utility segment: 

Florida Power Corporation 

Diversified segment: 

Progress Capital Holdings, Inc. 
Electric Fuels Corporation 
MEMCO Barge Line, Inc. 
Progress Rail Services Corporation 

Telecommunications 

* Each subsidiary does business under its own name. 

EXHIBIT 21 

State of 

Florida 

Florida 
Florida 
Delaware 
Alabama 
Florida 
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Exhibit 23.(a) 

Board of Directors 

Florida Progress Corporation: 


We consent to incorporation by reference in the registration statements No. 33-51573 on Form S-3, No. 33-47623 on 
Form S-8, No. 2-93111 on Form S-3, No. 333-94143 on Form S-8, No. 333-66161 on Form S-8, and No. 333-07853 
on Form S-3 of Florida Progress Corporation of our report dated February 15, 2001 relating to the consolidated 
balance sheets and consolidated schedules of capitalization of Florida Progress Corporation and subsidiaries as of 

- December 31, 2000 and 1999, and the related consolidated statements of income, cash flows and common equity 
and comprehensive income for each of the years in the three-year period ended December 31, 2000 and related 
schedule, which report appears in the December 31, 2000 annual report on Form 10-K of Florida Progress 
Corporation. 

Is/KPMGLLP 
KPMGLLP 
St. Petersburg, Florida 

March 28, 2001 
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Exhibit 23.(b) 

Board of Directors 

Florida Power Corporation: 


We consent to incorporation by reference in the registration statements No. 33-62210 on Form S-3, No. 33-55273 on 
Form S-3, and No. 333-29897 on Form S-3 of Florida Power Corporation of our report dated February 15, 2001, 
relating to the balance sheets and schedules of capitalization of Florida Power Corporation as of December 31, 2000 
and 1999, and the related statements of income, cash flows and cornmon equity for each of the years in the 

- three-year period ended December 31, 2000, and related schedule, which report appears in the December 31, 2000 
annual report on Form lOoK of Florida Power Corporation. 

Is/KPMG LLP 
KPMGLLP 
S1. Petersburg, Florida 

March 28, 2001 
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15 
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SCHEDULE F-4 	 FERC Audit Page 1 of 1 

FLORIDA PUBLIC SERVICE COMMISSION Explanation: Supply the results of the most recent FERC audtt Type of data shown: 

finding, and compliance steps undertaken. 

Company: FLORIDA POWER CORPORATION Projected Test Year Ended xxixxixxxx 

XX PliorYear Ended 1213112000 

Docket No. 000B24·EI Witness: Myers 

Line 

No. 

1 

2 

3 

4 

5 

6 

N 7 

� 	 8 Attached is the most recent FERC audit finding. 

9 

10 

11 

12  

16 

1 7  

18 

1 9  

20 

2 1  

2 2  

2 3  

24 

25 

26 

27 

Supporting Schedules: 	 Recap Schedules: 



1. 

-

;;10 })yedJ) 
1.:1/8/9'1 »11t-. 

Results of the Examination 


of the 


Books and Records 


of 


FLORIDA POWER CORPORATION 

Docket No. FA94-56-000 

For the Period 


1/1/90 through 12/31/93 


Conducted by 

Division of Audits 

Office of Chief Accountant 


Federal Energy Regulatory Commission 
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Description Page 

-" 

Florida Power Corporation -ii-

TABLE OF CONTENTS 

No . 

I.Tariff Exceptions 

�(1) Accounting and Billing for Fuel Assembly Repair Cost8 1 

(2) Purchased Power Costs Improperly Included in Wholesale 
Fuel Adjustment Clause (FAC) Billings . . . 4 

(3) Accounting for the Cost of Fuel Additives 5 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

j(7) 

/
./( 8) 

II. Compliance Exceptions 

Accounting for Fuel Adjustment Clause (FAC) True ups 7 

Accounting for Fuel Contract Processing Cost,s 10 

Accounting for Pension Expense . 11 

Accounting for Costs Incurred on Behalf of subsidiary 
service companies . . . . . . . . • . . . . . . 14 

Miscellaneous Accounting Misclassifications 15 

Accounting for Service Costs Allocated from Parent 
Company • . . . • . . . . . . . . • . . . . . 16 

Accounting for Purchases and Sales of Utility Plant 16 

Accounting for Changes in Depreciation Rates . . . . 18 
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-1-Florida Power Corporation 

I.Tariff Exceptions 

(1) Accounting and Billing for Fuel Assembly Repair Costs 

The Company incorrectly capitalized repair costs related to 
nuclear fuel assemblies. Also, it incorrectly included the 
repair costs as a component of fuel costs in determining fuel 
adjustment clause (FAC) billings to wholesale customers. 

Background of Issue 

In June 1990 the Company removed five failed fuel assemblies 
from Batch 9 in connection with a refueling operation. It 
transferred unamortized original cost of the failed assemblies 
( $9.3 million) from Account 120.3, Nuclear Fuel in Reactor, to 

Account 120.4, Spent Nuclear Fuel. The Company continued 
amortization of original costs related to the failed assemblies 
over the remaining burn life of Batch 9. 

The Company determined that it should repair and recage the 
five failed assemblies. It repaired and recaged the assemblies 
at a total cost of $729,795. The Company accumulated the repair 
and recaging costs in Account 186, Miscellaneous Deferred Debits. 

In June 1992, the Company transferred the $729,795 of repair 
costs from Account 186 to Account 120.1, Nuclear Fuel in Process 
O.Q.Nuclear Fuel in Process of Refinement, Conversion, Enrichment 
and Fabrication. It did not accrue any allowance for funds used 
during construction based upon the repair costs. 

In July 1992, the Company reinserted the repaired assemblies 
into Batch 11 and transferred the original costs from Account 
120.4 back to Account 120.3. It did not include these original 
costs in its computations of amortization applicable to Batch 11. 

In July 1992, the Company also transferred the $729,795 of 
accumulated repair costs from Account 120.1 to Account 120.3. It 
assigned the repair cost as a component of the original cost of 
Batch 11 assemblies to be amortized over the burn life of that 
batch. 

Amortization of the capitalized repair cost is charged to 
Account 518, Nuclear Fuel Expense, and thus is included in 
billings to wholesale customers through the FAC. 
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Discussion of Accounting Requirements 

Under the Commission's accounting requirements, a utility is 
required to account for damaged fuel .assemblies as follows: 

(1) If available information indicated that it was probable 
that the utility could not repair the assemblies and return 
them to service, it should immediately charge the 
unamortized cost of the assemblies to Account 518. However, 
if the amount of the remaining unamortized cost was large 
enough to significantly distort the fuel expense for a given 
month, the utility could request approval from the 
appropriate regulatory commission(s) to recover such amounts 
in future periods. A utility planning to seek special 
recovery of such amounts from its regUlatory commission(s) 
could defer the unamortized costs and amortize the amounts 
to expense over the rate recovery period. 

(2) If available information indicated that it was probable 
that the utility could reuse the assemblies after repair, 
the utility should transfer the original cost of the fuel 
assemblies from Account 120.3 to Account 120.2, Nuclear Fuel 
Materials and Assemblies - stock Account. After the 
assemblies are repaired and, upon return to the reactor, the 
utility should transfer the cost of the assemblies back to 
Account 120.3. Then, it should amortize the cost to 
Account 518, based on the thermal energy produced. 

(3) It should charge the cost of repairing the assemblies 
to Account 520, steam Expenses, the instructions to which 
state in part: 

This account shall include the cost of labor, materials 
used and expenses incurred in production of steam. 
through nuclear processes, and similar expenses for 
operation of any auxiliary superheat facilities. 

ITEMS 

2. Fuel removal, insertion, 
and preparation for cooling operations and 

shipment .  . . .  [Emphasis added.] 

Under the above requirements, the Company should have 
accounted for the damaged assemblies as follows: 

(1) In June 1990, the Company should have transferred the 
original cost of the damaged fuel assemblies to Account 
120.2, pending repair of the fuel assembly instead of 
Account 120.4. The instructions to Account 120.2 state in 
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part: 

. . • This account shall also include the original cost 
of partially irradiated fuel assemblies being held in 
stock for reinsertion in a reactor which had been 
transferred from Account 120.3, Nuclear Fuel Assemblies 
in Reactor. . . . 

After completion of the repair work and upon 
reinsertion in the reactor as part of Batch 11, the Company 
should have transferred the original cost to Account 120.3. 

(2) The Company should not have assigned the repair costs 
for the five fuel assemblies to Account 186 or, subsequently 
to, Account 120.1. Instead, it should have recorded the 
amounts as expenses by charging Account 520, steam Expenses. 

(3) During the repair period the original costs of the 
failed assemblies should properly be recorded in Account 
120.2, and no amortization expense should be charged to 
Account 518. 

Discussion of Rate Requirements 

Section 35.14 of the Commission's regUlations addresses the 
relationship between the accounting and FAC requirements. 
section 35.14(a) states in part: 

(6) . • The cost of nuclear fuel shall be that as shown in. 

Account 518, . • . 

As mentioned in the previous section, the amortization of 
repair costs related to the damaged fuel assemblies were not 
properly includible in Account 518. Instead, the Company should 
have charged repair costs when incurred to Account 520. Since 
the costs were not properly chargeable to Account 518, the 
Company's inclusion of the costs in FAC billings was in violation 
of the filed tariff. 

Furthermore, because amortization of the original cost of 
the failed assemblies was recorded during the remaining burn life 
of Batch 9 instead of over the burn life of Batch 11, customers 
served during the life of Batch 9 were improperly billed for FAC 
recovery of amortization expenses that should apply to customers 
served during the life of Batch 11. 
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Recommendations 

We recommend the Company: 

(1) 	 revise procedures to ensure that it records costs 
related to damaged nuclear fuel assemblies consistent 
with the requirements of the Uniform System of 
Accounts; 

(2) 	 record the necessary correcting entry to remove any 
unamortized costs related to repair costs of the 
damaged fuel assemblies from the nuclear fuel accounts; 

(3) 	 recompute billings to wholesale customers by 
eliminating the repair costs included as amortization 
expenses in the cost of fuel, beginning with the date 
that it first included such amounts in the billing 
through the final date of any such billing; and 

(4) 	 make refunds, with interest computed in accordance with 
Section 35.19a of the commission1s regulations, for any 
overcollected amounts. 

Purchased Power costs Improperly Included in Wholesale Fuel 
Adjustment Clause (FAC) Billings 

The Company improperly included costs for energy purchased 
from qualified facility (QF) generators in FAC billings. 

Background of Issue 

During the period under audit the company purchased electric 
energy from a number of cogenerators under long term contracts. 
All of the cogenerators have QF status. Total energy purchases 
from QFs in the four years ended December 31, 1993 amounted to 
$158 million. The Company recovered approximately $8 million of 
these energy purchase costs through FAC billings to wholesale 
customers under procedures that were not in compliance with 
wholesale tariffs. 

Discussion of Rate Requirements 

The Commissions regulations under Section 35.14 of the 
applicable Code of Federal Regulations (18CFR) states in part: 
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(a)(2) Fuel and purchased economic power (F) shall be the 
cost of: 

. (ii) The actual identifiable fossil and nuclear 
fuel costs associated with energy purchased for reasons 
other than identified in paragraph (a) (2)(iii) of this 
section; 

(iii) The total cost of the purchase of economic power, 
as defined in paragraph (a) (11) of this section, if the 
reserve capacity of the buyer is adequate . ;. • 

(iv) Energy charges for any purchase if the total 
amount of energy charges incurred for the purchase is 
less than the buyer's total avoided variable cost. 

The Company's practice of including the entire cost of 
energy purchases from QFs in computations used to determine 
billings to wholesale customers was improper because it was not 
in compliance with its filed FAC. 

On April 8, 1994, the Commission approved a Company rate 
modification filing and a prefiling agreement with requirements 
customers (Docket No. ER94-961-000). Under the prefiling 
agreement the customers waived their rights to any refunds 
associated with the prior recovery of certain QF purchased power 
costs that were improperly recovered through FAC billings. 

The Company advises that it discontinued any improper 
wholesale billing practices after the date of the Commission's 
approval letter. Consistent with the approval letter, no refunds 
are recommended as a result of the audit review of QF energy 
costs recovered through the FAC during the audit period. 
However, as indicated in the its letter of April 8, 1994, the 
Commission does not preclude the ordering of refunds at a later 
date. 

Recommendation 

We recommend the Company review its wholesale FAC billings 
procedures to ensure that future fuel cost recovery practices 
comply with its Commission approved FACs. 
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(3) Accounting for the Cost of Fuel Additives 

The company incorrectly includes certain fuel additive costs 
as fuel expense to be recovered through its wholesale FAC. 

Background of Issue 

The Company records certain the additive costs in Account 
151, Fuel stock. The additives are associated with No. 6 and No. 
4 fuel oils, and.include: 

- Magnesium - used to control the vanadium, a chemical 
element, buildup that can accumulate on the boiler tubes 
during burn. 

- Biocide - used to control the growth of Microbes in the 
fuel. 

The Company presently is recovering the additive costs 
through the FAC as a cost of fuel. The Company states that the 
additive costs are used in developing the base fuel factor. 

Discussion of Accounting Requirements 

The instructions to Account 151 state in part: 

This Account shall include the book cost of fuel 
on hand. 

Since the additives are not fuel, the Company should not 
have recorded the additive costs in Account 151. 

Discussion of Rate Requirements 

The Company's tariff describes fuel as the "costs as defined 
in section 35.14, as amended, of the Commission's Regulations 
under the Federal Power Act, Title 18, Part One, Subpart B of the 
Code of Federal Regulations." 

Section 35.14 (a) (2) (i) describes fuel cost that may be 
collected through the FAC as "Fossil and nuclear fuel consumed in 
the utilities own plants . .  .. 

section 35.14(a) of the Commission's Regulations under the 
Federal Power Act, also state in part: 

(6) The cost of fossil fuel shall include no items 
other than those listed in Account 151 of the 
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Commission's Uniform System of Accounts for Public 

utilities and Licensees. 


The fuel additive costs were not eligible for wholesale FAC 
treatment since the costs were not part of the items listed in 
Account 151. 

Recommendation 

We recommend the Company: 

(I) revise its procedures to ensure that it stops recording 
fuel additive costs in Account 151: and 

(2) recompute billings for each wholesale customer covering 
the periods the Company collected additive costs through its 
wholesale FAC by eliminating the cost of the fuel additives 
from the cost of fuel. 

�5 



Florida Power Corporation -8-

II. compliance Exceptions 

(1) Accounting for Fuel Adjustment Clause (FAC) True ups 

The Company is incorrectly accounting for its FAC over/under 
recovery true ups in various ways: 

1) When the company has an over recovery of fuel costs it 
record it as a credit in Account 182.3, Other Regulatory 
Assets, (it formerly used Account 186, Miscellaneous deferred 
Debits) instead of Account 254, Other Regulatory 
Liabilities. 

2) The Company does not use interest expense or interest 
income accounts to recorded the interest portion of its 
over/under recovered fuel costs. 

3) The Company uses Account 557, Other Expenses, to record 
the corresponding entry to Account 182.3, Other Regulatory 
Assets, when it records its over/under recovery true ups 
instead of the appropriate revenue account. 

4) At month end the Company records an estimated over/under 
recovery true up of fuel cost. However, when the actual 
amount is calculated the Company does not adjust its 
estimate on a timely basis. 

Background of Issue 

The Company uses Account 182.3 to record any over recoveries 
of fuel costs. If for a six month accrual period the Company 
normally is in a net over recovered position, it has a credit 
balance in Account 182.3. 

The Company's FAC allows it to accrue over/under recoveries 
for six months. The accrual periods are April through September 
and October through March. The Company returns/collects the 
over/under recovery during the last four months of next accrual 
period as a separate line item on billings. The Company also 
calculates interest on the over/under recovery. The tariff 
language states: 

In addition, each sale for resale delivery point shall be 
charged or credited during the last four months of each 
subsequent six-month period by a dollar amount equal to the 
sun of the following: 

A. The dollar amount equal to the difference between the 

246 



Florida Power Corporation -9-

monthly fuel adjustment based on actual fuel costs during 
the preceding six-month period and the monthly fuel 
adjustment collected during the same preceding six-month 
period. 

B. Interest compounded monthly on the amount computed each 
month pursuant to Item A above . . . 

C. Interest compounded monthly for the two months following 
such six-month period on the total amount included in Items 
A and B above . .. 

The distribution of the dollar amounts as determined by the 
sum of paragraphs A, B, and C above shall be collected or 
refunded in equal amounts during the last four months of 
each six-month period. 

The Company records the interest income or expense on under 
recovers and over recoveries of FAC billings in Accounts 182.3 
and 557. If it is in an under recovery position, Account 182.3 
is debited and Account 557 is credited. If it is an over 
recovery position, Account 557 is debited and Account 182.3 is 
credited. This accounting applies to the monthly FAC over/under 
FAC accrual and the monthly interest accrual. The Company used 
Account 456, Other Electric revenues, and Accounts 182.3 and 254 
to record retail FAC over/under recoveries. 

At month end closing, regUlatory accounting staff records an 
estimated FAC over/under recovery and the applicable interest. 
After month end regulatory accounting sends the actual fuel cost 
to customer accounting staff and customer accounting prepares a 
worksheet which tracks the actual over/under recovery. The 
Company does not record the true-up of the estimate to actual 
until the second or third month after the accrual period ends. 

Accounting Requirements 

If the net accrual for a FAC accrual period is an over 
recovery the over recovery should be recorded in Account 254, 
Other Regulatory Liabilities. The Company records this scenario 
as a credit in Account 182.3. 

The Instructions to Account 254, Other Regulatory 
Liabilities, state in part: 

A. This account shall include the amounts of regulatory 
liabilities, not includible in other accounts, imposed on 
the utility by the ratemaking actions of regulatory 
agencies. 
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The company should record over recovery of FAC billings in 
Account 254. 

The Company records the over/under recovery of FAC billing 
to account 557. Since the FAC billings effect the amount of 
income the Company collects the over/under recovery of FAC 
billings should be offset against the appropriate revenue 
account. 

The Company records FAC interest income and expense in 
Account 557. The interest income and expense should be recorded 
in accordance with the Uniform System of Account requirements. 
The instructions to Account 419, Interest and Dividend Income, 
state in part: 

This account shall include interest revenues on securities, 
loans, notes, advances, special deposits, tax refunds and 
all other interest bearing assets . • . . 

The under recovery of FAC billing create a regulatory which 
by Commission, wholesale FAC, and FPSC, Florida Public Service 
Commission, retail FAC, orders are interest bearing. Thus, 
interest income applicable to FAC underrecoveries should be 
recorded in Account 419. 

The instructions to Account 431, Other interest expense, 
state in part: 

This account shall include all interest charges not provided 
for elsewhere. 

The over recovery of FAC billings create a regulatory 
liabilities. These liabilities are subject to interest. Thus, 
interest expense should be recorded in Account 431 for FAC over 
recoveries. 

The Company should true up its estimated FAC over/under 
accrual to actual when it becomes known. The Company does not 
true-up estimates to actual on a timely basis. General 
Instruction 11, Accounting to be on an Accrual Basis, states in 
part: 

A. The utility is required to keep its accounts on the 
accrual basis. This requires the inclusion in its accounts 
of all known transactions of appreciable amounts which 
affect the accounts. If bills covering such transactions 
have not been received or rendered, the amounts shall be 
estimated and appropriate adjustments made when the bills 
are received. 
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Recommendation 

We recommend the Company revise its procedures to ensure: 

(1) it records net FAC over recoveries in Account 254, 

(2) it records FAC interest income and expense in the 
accounts prescribed in the Uniform System of Accounts, 

(3) it records the FAC over/under recoveries in the 
appropriate revenue account, and 

(4) it adjusts its FAC over/under recovery accrual on a 
timely basis. 

(2) Accounting for Fuel contract Processing Costs 

The Company incorrectly included in Account 518, Nuclear 
Fuel Expense, certain fuel contract processing costs. 

Background of Issue 

The Company included in Account 518 charges that are not 
eligible for FAC recovery. The Company did not include these 
expenses in its FAC. The charges relate to the contractual 
process of acquiring, negotiating and amending nuclear fuel 
contracts. Prior to August 1993 these charges originated from 
the Nuclear Fuel Management support staff and after that date 
from the Fuels Management Department. 

Discussion of Accounting Requirements 

Account 518, Nuclear Fuel Expense, lists four categories of 
charges that may be recorded therein. Account 518 states in 
part: 

A. This account shall be debited and account 120.5, 
Accumulated Provision for Amortization of Nuclear Fuel 
Assemblies, credited for the amortization of the net cost of 
nuclear fuel assemblies • . . . . 

B. This cost shall also include the cost involved when fuel 
is leased. 

c. This account shall also include the cost of other fuels . 
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D. This account shall also be debited or credited as 
appropriate 	 for significant changes in the amounts estimated 

as the net salvage value of uranium . 

The charges described above are not included within the 
definition of items to be charged to Account 518. 

Recommendation 

We recommend that the Company revise its procedures to 
record fuel contract processing charges in Account 520, steam 
expenses. 

(3) Accounting for Pension Expense 

The Company did not establish regulatory liabilities related 
to the amount by which pension expense allowed in wholesale rate 
levels, for the years of 1992 and 1993, exceeded its recorded 
pension expense for these years. 

Background of Issue 

In 1987, the Company adopted the accounting guidelines set 
forth in SFAS No. 87, Employers' Accounting for Pensions. SFAS 
prescribes, in part, the determination of accruals for pension 
expense. 

For 1992 and 1993, pension expense of $4,598,000 and 
$ 4,050,618 were allowed in wholesale rates. But for the above­
mentioned years, the company's allocation of pension expense did 
not equal the pension expense allowed in rate levels. The 
Company only allocated $2,961,670 in 1992 and $863,647 in 1993. 
As a result, differences of $ 1,636,330 and $3,186,971 existed in 
1992 and 1993, between the allocation expense and the amount 
allowed in rates. To determine the wholesale portion amounts, 
the above differences were multiplied times the separation 
factors of 5.04% and 5.53% respectively. The regulatory 
liabilities then are $82,471 for 1992 and $176,239 for 1993. 

In Dockets No. ER92-436-000 and ER93-299-000, the Company 
filed cost in service requests in support of its proposed rate 
changes. The Commission approved the settlement of Docket No. 
ER92-436-000 on January 26, 1993 and the settlement of Docket No. 
ER93-299-000 on January 25, 1994. 
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Discussion of Accounting Requirements 

The Commission has required Companies to use special 
accounting in instances where costs are included in rate levels 
in periods other than the period in which the costs are 
ordinarily charged to expense under the Uniform System of 
Accounts requirements. 

The Company recorded amounts for pension expense that were 
lower than the established rate levels. Therefore, the Company 
should have recorded as a liability the effect of the excess of 
pension expense allowed in rate levels over the Company's 
allocation of pension expense. It should have debited Account 
926, Employee Pensions and Benefits, and credited Account 254, 
Other Regulatory Liabilities. 

The instructions to the above-mentioned Accounts 9 26 and 254 
state in part: 

Account 926, 
"A. This account shall include pensions paid to or on 
behalf of retired employees, or accruals to provide for 
pensions, or payments for the purchase of annuities for 
this purpose, when the utility has definitely, by 
contract, committed itself to a pension plan under 
which the pension funds are irrevocably devoted to 
pension purposes, ... 

Account 254 
liB. The amounts included in this account are to be 
established by those credits which would have been 
included in net income determinations in the current 
period under the general requirements of the Uniform 
System of Accounts but for it being probable that: 1) 
such items will be included in a different period(s) 
for purposes of developing the rates that the utility 
is authorized to charge for its utility services; 11 

• • . 

Recommendation 

We recommend the Company: 

(1) Revise procedures to ensure that it establishes a 
liability in the appropriate account for the differences, in 1992 
and 1993, between pension expense determined under requirements 
of the Uniform System of Accounts and Generally Accepted 
Accounting Principles, and the pension expense allowance provided 
in rate levels. 
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(2) Record appropriate adjusting journal entry to establish 
the required liability for the differences, in 1992 and 1993, 
between pension expense determined for accounting purposes and 
the pension allowances provided in rates: 

(4) Accounting for Costs Incurred on Behalf of subsidiary 
service Companies 

The company inappropriately charged to utility expenses 
certain costs it had incurred on behalf of two sUbsidiary 
companies. 

Background of Issue 

In 1991, the Company decided to switch from coal fueled 
generation to combined cycle gas-fired units at its Polk county 
station. In connection with the planned switch, the Company 
assigned a task force to explore gas fuel source alternatives 
available, including the possible construction of certain 
pipeline facilities by a partnership of two newly created 
subsidiary companies. Since the subsidiaries were not yet 
active, the Company accumulated about $1.4 million in start-up 
costs, incurred on their behalf, under Job Orders charged to 
Account 186, Miscellaneous Deferred Debits. The new subsidiary 
companies would be joint owners of the pipeline facilities, if 
any were constructed, and the costs in Account 186 would be 
transferred to investments in subsidiaries. 

In October 1993, the Company cancelled any plans for 
construction of a subsidiary owned pipeline. It also wrote-off 
fifty percent ($567,365) of the 9/30/93 balance of the Account 
186 Job Orders by a charge to Account 421, Miscellaneous 
Nonoperating Income. The Company's journal entry did not 
disclose the reason for classifying one-half of Job Order costs 
incurred through 9/30/93 in Account 421. 

In November 1993, the Company wrote-off the remainder of the 
9/30/93 balance in the Job Order account plus Job Order costs 
that accrued in October, an aggregate of $658,453, by a charge to 
Account 930.2, Miscellaneous General Expenses. In December 1993, 
it charged Job Order costs incurred in November, $198,617, to 
Account 930.2. 
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Discussion of Accounting Requirements 

The instruction to Account 426.5, Other Deductions, states 
in part: 

"This account shall 
which are 

deductible 
before interest 

include other miscellaneous 
expenses non-operating in nature, but which 
are properly before determining total 
income charges. 

Costs incurred on behalf of subsidiary companies with an 
intent to transfer such costs to investments in subsidiaries at a 
later date do not represent utility operating expenses. Upon 
determining that the amounts recorded in Job Orders under Account 
186 were no longer representative of viable subsidiary 
investments, the Company should have charged the amounts to 
Account 426.5. 

Recommendations 

We recommend the Company: 

(1) revise procedures to ensure that it classifies any 
future write-offs of similar costs in the appropriate 
account. 

(2) prepare a memo journal necessary entries to correct the 
above accounting deficiencies. 

(5) Miscellaneous Accounting Misclassifications 

The Company improperly classified certain transactions in 
Account 930.2, Miscellaneous General Expenses. 

From a selection of disbursements made in connection with 
activities related to civic groups and charities, many of the 
items reviewed appeared to be payments clearly addressed in the 
Company's Accounting Guidelines. The Company's guidelines direct 
these expenses to be recorded in FERC accounts for other 
Deductions (Account 426 Series). Most of items classified in the 
wrong account were small dollar items. 
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Recommendation 

We recommend the company strengthen its procedures to ensure 
that it records similar charges in the future consistent with the 
requirements of the Uniform System of Accounts. 

(6) Accounting for service costs Allocated from Parent Company 

' 
The company incorrectly classified certain charges paid to 

Florida Progress Corporation, the parent company, for various 
services provided. 

Background of Issue 

The parent company bills subsidiaries, including the 
Company, for allocated amounts of service costs it incurs to 
provide benefits to the subsidiaries. The costs relate to 
accounting, legal, tax management, and various other services. 

The Company, records payments for all such services in 
Account 930.2, Miscellaneous General Expenses, instead of under 
the account classifications it would use were it to incur the 
costs directly. 

Discussion of Accounting Requirements 

General Instruction 14, Transactions with Associated 
Companies, under the Uniform System of Accounts, states in part: 

. . • Transactions with associated companies shall be 
recorded in the appropriate accounts for transactions of the 
same nature. • . • 

The Company should have classified the costs of various 
services allocated by its parent in the same accounts that it 
would have used if the Company had incurred the costs itself. 

Recommendation 

We recommend the company revise procedures to ensure it 
classifies allocated costs of the various services provided by 
Florida Progress corporation in the appropriate accounts as 
required under General Instruction 14 of the Uniform System of 
Accounts. 
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(7) Accounting for Purchases and Sales of utility Plant 

The company did not file with the Commission all clearing 
entries for sales of operating units or systems. 

Background of Issue 

In 1991 the Company sold distribution facilities to 
Withlacoochee River Electric Coop for $18,424. 

In 1990 the Company sold distribution facilities to sumter 
Electric cooperative for $3,210. 

In 1990 and 1992 the Company purchased distribution 
facilities from Withlacoochee River Electric Coop. In 1990 there 
were three purchases 3/90 for $172,553, 7/90 for $71,905, 7/70-

for $22323. In 1992 the purchase was recorded 5/92 for $31,238. 

In 1991 the Company purchased distribution facilities from 
Tri-County Electric. This was on 3/91 for 16,807. 

In 1990 the Company purchased distribution facilities from 
Sumter Electric for $11,061. 

In 1993 the Company purchased distribution facilities from 
sumter Electric Coop • • 

The Company used Account 102 to record and clear all of the above 
sales and purchase transactions. However, it did not make 
filings of Account 102 clearing entries with the Commission. 

Discussion of Accounting Requirements 

The instructions to Account 102 state in part: 

B. within six months from the date of acquisition or 
sale of property recorded herein, the utility shall 
file with the Commission the proposed journal entries 
to clear from this account the amounts recorded herein. 

The Company should have filed with the Commission its 
proposed journal entries to clear the amounts recorded in Account 
102. 
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Recommendation 

We recommend the Company revises procedures to ensure that 
in the future it files proposed journal entries with the 
Commission to clear amount from Account 102. 

(8) Accounting for Changes in Depreciation Rates 

The company made changes to depreciation rates beginning 
November 30, 1990. The depreciation rate changes were not 
approved by the Commission. 

Background of Issue 

Until November 30, 1990 the Company used the same 
depreciation rates for wholesale and retail jurisdictions. Since 
December 1990 depreciation rates approved by the Commission have 
not changed. 

Effective December I, 1990 the Florida Public Service 
Commission (FPSC) approved revised depreciation rates for retail 
jurisdictional purposes. The revised depreciation rates 
comported with changes in retail tariffs. The revised retail 
rates are generally higher than Commission approved rates. 

- In an attempt to satisfy the need to reflect depreciation 
expenses at different rates for wholesale and retail 
jurisdictional purposes, the Company began recording depreciation 
expense in amounts that represent a blending of the rates of each 
jurisdiction. The Company maintains separate depreciation work 
records in order to determine depreciation expenses that comply 
with each jurisdiction. From these separate computations it 
develops a "blended" amount which is then used to record 
depreciation expense in the accounting records. 

Discussion of Accounting Requirements 

Section 301(a) of the Federal Power Act gives the Commission 
authority over the accounts and records of jurisdictional public 
utilities. section 302(a) of the Act gives the Commission 
authority over the rates of depreciation used by such utilities: 

• . . Each licensee and public utility shall conform its 
depreciation accounts to the rates so ascertained , 

- determined, and fixed (by the commission) •• . . 
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The Company should record depreciation expense in Account 
403, Depreciation Expense, and corresponding credit amounts in 
Account lOS, Accumulated Provision for Depreciation of Electric 
utility Plant, that comport with depreciation rates approved by 
the Commission. 

In circumstances where a state commission has ordered use of 
higher depreciation rates for retail j urisdictional purposes, the 
Company should record any additional expense in Account 407, with 
corresponding amounts credited to Account 22S.4, Accumulated 
Miscellaneous op/rating Provisions. 

Recommendation 

We recommend the Company: 

(1) Revise its procedures to ensure it complies with 
commission regulations applicable to the accounting for 
depreciation expenses and 

(2) record a correcting entry to transfer any depreciation 
computed in excess the Commission approved rates presently 
recorded in account lOS to account 22S.4. 
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FLORIDA PUBLIC SERVICE COMMISSION 

Company: FLORIDA POWER CORPORATION 

Docket No. 000824-EI 

Explanation: For each forecasting model used to estimate test year projections 

for customers, demand, and energy, provide the histoocal and 

projected values for the input variables and the output variables used 

in estimating and/or validating the model. Also, provide a description 

of each variable, specifying the unit of measurement and the time 

span or cross sectional range of the data. 

Type of data shown: 

xx Projected Test Year Ended 

__ Prior Year Ended 

Witness: 

12/31/2002 

xxlxxlxxxx 

Crisp 

1 DESCRIPTION OF INPUT VARIABLES: 

2 (1 ) 

MONTHLY 

FPC AVERAGE BILLING DAYS PER SALES MONTH 

FLORIDA TOTAL PERSONAL INCOME - IN MILLIONS OF DOLLARS 

4 (3) PERSONAL CONSUMPTION EXPENDITURES -IMPLICIT PRICE DEFLATOR -1996=100 

ELECTRICITY PRICES· FPC'S PRICE OF ELECTRICITY BY MAJOR CUSTOMER CLASS - CENTS/KWH 

6 (5) U.S. CONSUMER PRICE INDEX - ALL URBAN CONSUMERS -1982-1984=100 

7 FLORIDA INDUSTRIAL PRODUCTION INDEX (MANUFACTURING) ·1992=100. 

8 (7) FLORIDA MANUFACTURING EMPLOYMENT - IN THOUSANDS 

FLORIDA COMMERCIAL EMPLOYMENT - IN THOUSANDS 

N 
U1 
Qe) 

10 

11 

(9) 

(10) 

FLORIDA GOVERNMENTAL EMPLOYMENT - IN THOUSANDS 

SERVICE AREA WEIGHTED BILLING MONTH HEATING AND COOLING DEGREE DAYS 

12 (11 ) FPC MONTHLY NONDISPATCHABLE DSM IMPACTS - MWH 

14 ANNUAL 

15 (12) TOTAL SERVICE AREA POPULATION 

16 (1 3) DATE AND HOUR OF SEASONAL PEAK DEMAND 

RECORDED SYSTEM SEASONAL PEAK MW 

COINCIDENT WHOLESALE MW AT TIME OF SEASONAl PEAK 

19 (16) INTERRUPTIBLE MW SERVED AT TIME OF SEASONAL PEAK 

DIRECT LOAD CONTROL EXERCISED AT TIME OF SEASONAL PEAK 

21 (18 )  NONDISPATCHABLE DSM IMPACTS AT TIME OF SEASONAL PEAK 

22 (19) FIRM RETAIL PEAK MW BEFORE IMPACTS OF DSM 

23 (20) FPC WEIGHTED SYSTEM TEMPERATURES AT TIME OF SEASONAL PEAK (2 HR/24 HR AVERAGE) 

24 (21 ) FPC ADJUSTED RETAIL CUSTOMERS IN MONTH OF SEASONAL PEAK 

25 

26 DESCRIPTION OF OUTPUT VARIABLES: 

27 (20) FPC MONTHLY CUSTOMERS BY MAJOR CUSTOMER CLASS 

28 (21) FPC MONTHLY ENERGY USE PER CUSTOMER BY RESIDENTIAL, COMMERCIAL AND PUBLIC AUTHORITY CLASS - KWH 

29 (22) FPC MONTHLY ENERGY SALES BY INDUSTRIAL PHOSPHATE, NONPHO SPHATE & STREET LIGHTING CLASS SALES - MWH 

FPC MONTHLY COINCIDENT FIRM RETAIL PEAK BEFORE CONSERVATION & DLC - MW 

FPC MONTHLY COINCIDENT INTERRUPTIBLE & CURT AILABLE SERVICE DEMAND MW 

(25) FPC MONTHLY WHOLESALE PEAK MW 

Supporting Schedules: Recap Schedules: 

30 

31 

32 



Electricly by 

� 


2 

4 

5 

6 

11 

13 

14 

15 

17 

19 

23 

24 

27 

89,4 

89.7 

90.7 

91.4 

91.5 

91.7 

91.9 

92.3 

92.7 

5.463 

5.363 

5.327 

5.404 

5.319 

5.343 

5.351 

5.169 
5.072 

95.8 

95.3 

95.5 

97.3 

97.4 

97.6 

97.8 

98.0 

98.2 

98.4 

98.8 

100.3 

100.5 

101.7 

SCHEDULE F·11 Forecasting Models· Historical Data Page 2 of 15 

Explanation:FLORIDA PUBLIC SERVICE COMMISSION For each forecasting model used to estimate test year projections Type of data shown: 

for customers, demand, and energy, provide the historical and 

Company: FlORIDA POWER CORPORATION projected values for the input variables and the output variables used XX Projected Test Year Ended 12131/2002 

in  estimating and/or validating the model. Also, provide a description Prior Year Ended xxlxxlxx'l:t. 

Docket No. oo0824·EI 	 of each valiable, specifying the unit of measurement and the time Witness: Crisp 

span or cross sectional range of the data. 

(1) (2) (3) 	 (4) (5) (6) (7) 

line Avg.6i11ing FL Total Inc. DeHaIor Price of Customer Class FL Ind Prod FL Emprt. 

No. Year Month Days Pers. Income PCE·IPD RES COML IND Pub Auth U.S.CPI Index· Manuf. Manufacturing 

1991 31.80 264,048 87.8 7.138 5.784 4.472 5.540 134.6 501.9 

3 1991 2 29.60 264,821 88.0 7.146 5.916 4.484 5,594 134 8 95.1 499,6 

1991 3 29.40 497.8265,799 88.2 7.144 5,929 4.469 5,560 135.0 

266,780 88.4 7.127 5.723 4.347 135.21991 4 30.75 494.2 

1991 5 29.45 267,765 88.6 7.070 5.696 4.357 5.434 135.6 95,6 493.2 

7 1991 6 30.80 492.0268,154 136.0 96.288.8 7.028 5.649 4.511 
7 30.45 485.8I,C\ 8 1991 268.544 96.789.0 7.021 5.615 4.323 136.2 

8 31.15 488,39 1991 268,934 89.2 6.995 5.592 4.352 5.256 136.6 

9 30.55 489.41991 269.852 137.210 6.991 5.596 4.396 5.327 

29.65 489.11991 10 270.773 137.46.934 5.581 4.340 5.308 

1991 11 491.630.10 137.8271.69712 89.9 6.965 5,645 4.230 

1991 12 31.65 490.6273,006 137,990.2 6.923 5,666 4.260 

1992 1 31.95 483.7274,321 90.5 138.16.895 5.629 4.234 

275,6421992 2 29.50 483.4138.66.882 5.773 4.299 5.416 

6.964 5.720 4.42416 1992 3 29.40 484.8276,745 90.9 139.3 

1992 4 29.75 277,852 91.1 7.003 5.626 4.141 5,280 139.5 99.3 482.1 

18 1992 5 30.50 99.8 483.6278.964 6.950 5.516 4.114 5,193 139.7 

1992 6 30.75 484.4280.133 100.06.867 5.449 4.128 140.2 
1992 7 30.80 480.8281.307 140.56.821 5.377 4.168 

8 30.801992 479,5282,485 6.814 5.375 4.119 5,016 140.9 

22 1992 9 30.25 283.654 92.1 6.827 5.403 4.129 5,127 141.3 100.8 480.8 

1992 10 29.95 284,828 6.852 5.449 4,180 5.118 141.8 101.1 481.8 

1992 11 30.00 286,006 92.6 7.113 5.502 4,223 5.181 142.0 101.4 483.9 

1992 12 31.80 287.176 6.963 5,464 4.113 5.085 141.9 485.8 

Supporting Schedules: 	 Recap Schedules: 

20 

21 

25 

26 



Weighted Billing 

� 


2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

14 

16 

18 

19 

20 

21 

23 

55.2 

3.1 

788.4 

490.9 

754.6 

28,746 

34,623 

26,809 

32.924 
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FLORIDA PUBLIC SERVICE COMMISSION Explanation: For each forecasting model used to estimate test year projections Type of data shown: 

for customers, demand, and energy, provide the historical and 

Company: FLORIDA POWER CORPORATION projected values for the input variables and the output variables used XX Projected Test Year Ended 12131{2oo2 

in estimating and/or validating the model. Also, provide a description _ Prior Year Ended xxlxxJxxxx 

Docket No. 000824·EI of each variable, specifying the unit of measurement and the time Witness: Crisp 

span or cross sectional range of the data. 

(8) (9) (10) (11) (12) 

line FL. Emprt Flo Empl't. Service Area Month Nondisp. DSM Service Area 

No. Year Month Commercial Government HDDs Res COOS Com'l COOs Impacts· Mwh Year Population 

1991 3644.5 861.0 68.3 o 184.2 41.347 1980 3,045,509 

1991 2 3663.8 869.5 99.7 o 108.8 32,882 1981 3,153,313 

1991 3 3693.1 874.3 92.5 6.1 106.3 27,812 1982 3,251,461 

1991 4 3663.9 872.6 23.8 58.9 263.4 25,336 1983 3,343,661 

1991 5 3661.1 876.6 0.4 370,1 496.3 26,608 1984 3,455,803 

1991 6 3654.7 860.6 o 580.4 623.8 28,711 1985 3,583,736 

1991 7 3617.9 806.3 o 719 735.2 1986 3,704,212Q 

1991 8 3629.8 803.0 o 801.3 801.6 33,329 1987 3,824,876 

1991 9 3626.5 1988 3,937,374860.8 o 790.5 30,219 

1991 10 3631.0 1989 4,058,226871.0 0.7 578.2 26,940 

13 

1991 11 3682.3 880.2 39.2 118.8 288.7 29,044 1990 4,163,028 

1991 12 3716.8 875.8 96.6 14.1 168.1 38,107 1991 4,268,010 

1992 1 3665.9 865.3 140.3 1.6 73.2 43,104 1992 4,346,125 

873.2 173.8 o 49.4 1993 4,432,98815 1992 2 3695.2 

1992 3 3732.7 909.5 68.6 o 128.4 29,464 1994 4,521,584 

876.4 3.9 121 1995 4,617,98017 1992 4 3732.1 

1992 5 3732.2 878.6 20.2 43.1 246.6 28,433 1996 4,704,102 

1992 6 3729.6 4,801,846868.1 325.8 489.9 30,791 1997 

751.3 31,065 19981992 7 3698.8 4,894,503816.2 o 

1992 8 3702.2 803.1 o 817.2 817.5 36,062 1999 5,012,899 

o 754.5 757,3 2000 5,152,26222 1992 9 3705.1 882.3 

1992 10 3741.9 888.0 0.6 481.3 560 29.518 2001 5,273,386 

24 

25 

26 

27 

1992 

1992 

11 

12 

3796.5 

3852.8 

892.5 

888.0 

12.6 

110.8 

75.4 

72.9 

279.9 

187.6 

31.747 

41,793 

2002 5,372,165 

Supporting Schedules: Recap Schedules: 



Electricty by 

13 
14 

17 

24 
25 

27 

(5) 
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FLORIDA PUBLIC SERVICE COMMISSION Explanation: For each forecasting model used to estimate test year projections Type of data shown: 

for customers, demand, and energy, provide the historical and 

Company: FLORIDA POWER CORPORATION projected values for the input vartables and the output variables used xx Projected Test Year Ended 12/31/2002 

in estimating and/or varldatlng the model. Also, provide a description Prior Year Ended X'Xlx'JJxxxx 

Docket No. 000824-EI of each vartable, specifying the unit of measurement and the time Witness: Crisp 

span or cross sectional range of the data. 

(1) (2) (3) (4) (6) (7) 
Flo Empl't. 

No. Year Month Days Pers. Income PCE·IPD RES COML IND Pub Auth U.S. cPt Index· Manuf. Manufacturing 

line Avg.Biliing Flo Total Inc. Deflator Price of Customer Class Flolnd Prod 

2 1993 1 31.85 288,351 92.9 7.014 5.431 4.165 5.078 142.6 102.1 482.3 
3 1993 2 29.55 289,531 93.1 6.999 5.546 4.207 5.135 143.1 102.4 485.5 
4 1993 3 29.40 291,858 93.3 6.956 5.573 3.909 5.109 143.6 102.6 487.0 
5 1993 4 30.25 294,203 93.4 7.868 6.020 4.360 5.527 144.0 102.8 486.0 
6 1993 5 29.95 296,567 93.6 7.904 5.990 4.404 5.552 144.2 103.0 486.9 

N 7 1993 6 30.60 297,230 93.7 7.687 5.899 4.460 5.527 144.4 103.1 486.9 
=" 
.... 8 1993 7 30.65 297,894 93.9 7.587 5.863 4.588 5.482 144.4 103.3 483.1 

9 1993 8 31.15 298,559 94.0 7.528 5.820 4.436 5.432 144.8 103.4 483.5 
10 1993 9 30.30 300,049 94.2 7.563 5.814 4.459 5.476 145.1 103.9 484.2 
11 1993 10 29.90 301,547 94.3 7.638 5.863 4.510 5.485 145.7 104.3 484.7 
12 1993 11 30.05 303,052 94.5 7.847 5.856 4.417 5.499 145.8 104.8 485.3 

15 

1993 12 31.70 302,968 94.6 7.828 5.794 4.292 5.393 145.8 105.2 486.8 
1994 1 30.65 302,885 94.7 7.700 5.930 4.274 5.452 146.2 105.6 482.4 
1994 2 29.40 302,801 94.8 7.772 5.955 4.306 5.513 146.7 106.1 483.8 

16 1994 3 29.40 305,147 95.0 7.919 5.930 4.348 5.460 147.2 106.7 485.5 

18 
1994 4 32.05 307,511 95.1 7.874 5.717 4.227 5.338 147.4 107.4 482 8 
1994 5 29.55 309,893 95.3 7.820 5.821 4.364 5.418 147.5 108.2 483.7 

19 1994 6 30.65 311,314 95.6 7.741 5.745 4.341 5.417 148.0 108.6 485.8 
20 1994 7 30.65 312,742 95.9 7.679 5.701 4.349 5.314 148.4 109.1 481.8 
21 1994 8 29.70 314,177 96.1 7.701 5.734 4.355 5.369 149.0 109.6 483.1 
22 1994 9 31.85 316,357 96.3 7.690 5.670 4.280 5.266 149.4 110.3 483.7 
23 1994 10 29.75 318,553 96.4 8.106 6.052 4.653 5.694 149.5 111.0 482.4 

1994 11 30.10 320,764 96.6 8.154 6.081 4.679 5.710 149.7 111.7 485.8 
1994 12 31.55 322,732 96.7 8.185 6.004 4 540 5.632 149.7 112 3 487.2 

Supporting Schedules: Recap Schedules: 

26 



We!ghted BHIi!!Jl 

(9) 

1993 

43.3 

37 

497.5 
1993 

909.7 77.7 

33,574 

907.7 545.5 

23 
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FLORIDA PUBLIC SERVICE COMMISSION Explanation: For each forecasting model used to estimate test year projedions Type of data shown: 

for Qlstomers, demand, and energy, provide the historical and 
Company: FLORIDA POWER CORPORATION projected values for the input variables and the output variables used XX Projected Test Year Ended 1213112002 

in estimating and/or validating the model. Also, provide a description Prior Year Ended xxlxx/xxxx_ 

Docket No. 000824·EI 	 of each variable, specifying the unit of measurement and the time Witness: Crisp 

span or cross sedional range of the data. 

(8) (10) 	 (11) (12) 

Une FL. Empl't. FL. Emprt. Service Area Month Nondisp. DSM Service Area 
No. Year Month Commercial Government HODs Res COOs Com'I CDDs Impacts· Mwh Year Population 

1 
2 1993 1 3795.9 875.0 67.6 0 158.4 47,524 
3 2 3848.1 888.3 121.6 0 86 38,852 
4 1993 3 3889.9 893.4 145.2 0 33,183 
5 1993 4 3915.7 895.7 51.2 0 127.5 29,905 
6 1993 5 3912.4 890.4 11.8 221.8 32,060 

N 
<:1'1 
N 

7 

8 

1993 

1993 

6 
7 

3919.8 

3887.5 
880.2 

829.9 
0 

0 

355.7 

739.8 
523.3 

741.8 

34,768 

35,258 
9 1993 8 3898.2 817.2 0 876.5 876.5 40,770 

10 1993 9 3912.2 885.4 0 749.1 749.1 37,397 

11 1993 10 3938.7 906.3 0.3 583.6 33,424 

12 11 3989.0 908.0 32.7 130.3 326.7 35,513 

13 1993 12 4048.1 10.1 168.6 47,378 
14 1994 1 3986.1 900.6 242.1 0 21.4 54,322 
15 1994 2 4035.0 913.7 155.7 0 76.7 44,855 
16 1994 3 4085.9 919.5 55.5 0 134.7 37.686 
17 1994 4 4097.7 921.2 28.4 86 245.1 
18 1994 5 4100.1 917.1 1.1 228.1 418 6 36,277 
19 1994 6 4107.4 0 451.5 39.202 
20 1994 7 4070.2 851.0 0 707,4 712.7 39,660 
21 1994 8 4087.3 835.1 0 652.1 . 660.3 45,483 
22 1994 9 4109.5 924.4 0 664.6 672.3 41.634 

24 

1994 10 4115.1 931.2 0.1 431.6 520.8 36,975 
1994 11 4179.9 973.2 2.2 94,4 363.6 38.797 

25 1994 12 4249.4 932.3 29.9 29.6 254.3 51,823 

26 

27 


Supporting Schedules: 	 Recap Schedules: 



Electricty by 

2 

3 

6 

8 

14 

19 

23 

(3) 

5.741 

5.569 

5.458 

5.589 

5.591 

5.563 

5.592 

5.523 

5444 

5.709 

5.723 

5.776 

481.3 

483.7 

485.1 

489.9 

488.5 

491.2 

25 

26 

27 

1996 12 31.50 364.374 101.1 8.401 6.147 4.590 5.657 158.6 122.8 493.7 
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FLORIDA PUBLIC SERVICE COMMISSION Explanation: For each forecasting model used to estimate test year projections Type of data shown: 

for customers. demand. and ene!9Y. provide the historical and 

Company: FLORIDA POWER CORPORATION projected values for the input variables and the output variables used XX Projected Test Year Ended 12131/2002 

in estimating and/or validating the model. Also. provide a description Prior Year Ended 'J:IJXYJxxxx 

OocI<et No. 000824-E1 of each variable. specifying the unit of measurement and the time Witness: Crisp 

span or cross sectional range of the data. 

(1) (2) (4) (5) (6) (7) 

Line Avg. Billing FL Total Inc. Deflator Price of Customer Class FL rnd Prod FLEmpl'l 


No. Year Month Days Pers. Income PCE·IPD RES COML INO Pub Auth U.S.CPI Index· Manu!. Manufacturing 


1995 30.50 324,711 96.9 8.077 6.084 4.538 5.669 150.3 112.8 

1995 2 29.65 326,703 97.2 8.011 6.227 4.536 150.9 113.4 

4 1995 3 29.40 328.092 97.3 8.150 6.197 4.544 5.692 151.4 113.5 485.6 

5 1995 4 31.40 329.488 97.5 8.404 5.857 4.341 5.474 151.9 113.7 484.5 

1995 5 30.20 330.889 97.7 8.203 5.876 4.452 152.2 113.8 486.2 

1995 6 30.80 332.487 97.9 8.024 5.880 4.434 152.5 114.0 487.6
� 

7 

1995 7 30.50 334,093 98.0 8.031 6.019 4.551 5.656 152 5 114.3 482.2t..w 

9 1995 8 29.70 335.707 98.2 7.999 5.894 4.448 5.603 152.9 114.5 

10 1995 9 31.90 337,396 98.3 7.990 5.827 4.414 5.436 153 2 114.8 488.1 

10 29.70 339.094 98.4 8.109 5.953 4.431 115.2153.711 1995 488.0 

11 29.60 340,801 98.6 8.344 5.970 4.384 153.61995 115.512 491.4 

12 30.65 343.133 98.8 8.373 6.015 4.278 115.61995 153.513 494.1 

15 

1996 1 30.50 345.481 99.0 8.050 6.097 4.268 5.609 154.4 115.8 486.8 

1996 2 31.05 347.845 99.2 8.129 6.032 4.272 5.602 154.9 115.9 489.6 

16 1996 3 29.40 349,593 99.4 8.216 6.121 4.267 155.7 116.8 490.9 

17 1996 4 30.35 351.350 99.6 8.309 6.001 4.210 5.529 156.3 117.7 487.5 

18 1996 5 29.85 353,115 99.8 8.287 5.963 4.265 156.6 118.6 489.9 

1996 6 32.20 354.698 99.9 8.037 5.849 4.272 156 7 119.2 491.0 

20 1996 7 30.45 356.287 100.0 8.109 6.078 4.575 157 0 119.9 486.5 

21 1996 8 31.15 357.884 100.2 8.049 6.060 4.588 5.623 157.3 120.6 

9 30.55 359,152 100.4 8.100 6.046 4.516 157.8 121.122 1996 491.1 

Supporting Schedules: 

1996 10 29.65 360.424 100.6 8.246 6.155 4.591 5710 158.3 121.6 

1996 11 30.10 361,700 100.9 8.403 6.184 4.55224 158 6 122.1 

Recap Schedules: 



We!!lhted Billing 

� 

(8) 

1995 

1995 0.3 

1995 99.5 

37.5 

944.9 547 

27 

,\ 
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FLORIDA PUBLIC SERVICE COMMISSION Explanation: For each forecasting model used to estimate test year projections 	 Type of data shown: 

for customers, demand, and energy, provide the historical and 

Company: FLORIDA POWER CORPORATION 	 projected values for the input variables and the output variables used XX Projected Test Year Ended 12/3112002 

in estimating and/or validating the model. Also, provide a description Prior Year Ended xxlxxlxxxx 

Docket No. 000824·EI of each variable, specifying the unit of measurement and the time Witness: Crisp 

span or cross sectional range of the data. 

(9) (10) (11) 	 (12) 

Line FL. Empft. FLEmpl't. SelVice Area Month Nondisp. DSM SelViee Area 

No. Year Month Commercial Government HODs Res COOs Com'l CDDs Impacts - Mwh Year Population 

1 

2 1995 1 4180.4 917.2 143.1 0 67.8 59,281 

3 1995 2 4234.4 932.5 230.3 0 33.6 49,419 

4 1995 3 4285.3 939.8 89.8 0 98 41,295 

5 1995 4 4255.5 936.3 15.2 18.7 213.5 37,055 

6 1995 5 4266.9 935.4 1.2 262.7 429.1 40,283 

7 6 4276,6 9216 0 602.9 630.8 43,593N 
C"I 

8 1995 7 4224.5 856.2 0 636.2 667.7 44,205 

9 1995 8 4248.2 841.4 0 729.2 729.2 50,603 

10 1995 9 4269.1 9310 0 787.3 788.4 46,446 

11 10 4286.4 932.4 647.2 670.5 41,380 

12 1995 11 4362.2 937.7 26 233.7 355.3 42,996 

13 12 4424,2 938.7 95.1 10.6 57,004 

14 1996 1 4320.4 927.5 269.1 0 73.1 64,926 

15 1996 2 4375.4 940,4 219.9 0 54,883 

16 1996 3 4430.9 970.2 163.8 0 75.4 45,756 

17 1996 4 4403.2 941.7 99.5 0 118.9 41,622 

18 1996 5 4418.7 940 1 8.4 214.4 371.7 45,268 

19 1996 6 4420.2 924.8 0.1 604.9 646.5 49,046 

20 1996 7 4386.6 858,3 0 731.8 738.1 49,939 

21 1996 8 4416.5 849.5 0 802.6 802.6 56,694 

22 1996 9 4435.2 938.4 0 717.1 721.4 52,071 

23 1996 10 4460.8 1.4 470.4 46,541 

24 1996 11 4531.3 952.3 21.3 127.7 293.8 48,172 

25 1996 12 4596.9 952.4 75.6 13.2 111 64,240 

26 

Supporting Schedules: 	 Recap Schedules: 



Electricty by 

10 

11 

12 

13 

14 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

101.8 

103.1 

103.2 

103.4 

103.7 

492.5 

492.9 
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FLORIDA PUBLIC SERVICE COMMISSION Explanation: For each forecasting model used to estimate test year projections Type of data shown: 

for customers, demand, and energy, provide the historical and 

Company: FLORIDA POWER CORPORATION projected values for the input variables and the output variables used XX Projected Test Year Ended 1213112002 

in estimating ancIJor validating the model. Also, provide a description Prior Year Ended xxlxxlxxxx 

Docket No. 000824-1:1 of each variable, specifying the unit of measurement and the time Witness: Crisp 

span or cross sectional range of the data. 

(1) (2) (3) (4) (5) (6) (7) 

Line Avg. Billing FL.Total Inc. Deflator FL.lnd Prod FL. Empl'\. 

No. Year Month Days Pers. Income PCE·IPD U.S.CPI Index ·  Manu!. Manufacturing 

1 

2 1997 1 32.10 367,067 101.3 8.235 6.163 4.415 5.739 159.1 123.5 488.2 

3 1997 2 29.50 369,780 101.5 8.356 6.295 4.441 5.741 159.6 124.2 490.4 

4 1997 3 29.40 371,413 101.6 8.511 6.196 4.509 5.744 160.0 124.9 491.1 

5 1997 4 30.80 373,053 101.7 8.900 6.356 4.631 5.922 160.2 125.5 490.3 

Price of Customer Class 

RES COML IND Pub Auth 

6 1997 5 29.45 374,701 8.864 6.461 4.764 6.050 160.1 126.2 491.7 

7 1997 6 30.75 376,580 101.9 8.594 6.350 4.608 5.960 160.3 127.0 492.0 

� 	 8 1997 7 30.45 378,469 102.0 7.718 5.562 4.092 5.192 160.5 127.8 489.7 

9 1997 8 29.75 380,367 102.1 8.194 6.054 4.487 5.683 160.8 128.5 492.5 

1997 9 30.55 382,184 102.2 8.234 6.065 4.544 5.695 161.2 129.3 494.1 

1997 10 31.05 384,010 102.3 8.294 6.028 4.476 5.666 161.6 130.0 492.4 

1997 11 30.10 385,845 102.4 8.580 6.093 4.531 5.716 161.5 130.8 494.7 

1997 12 31.70 388,507 102.5 8.498 6.031 4.502 5.641 161.3 131.1 496.8 

1998 1 31.90 391,188 102.5 8.350 6.038 4.361 5.646 161.6 131.4 490.5 

15 1998 2 29.50 393,887 102.5 8.462 6.043 4.389 5.698 161.9 131.8 

1998 3 29.35 395,733 102.6 8.508 6.131 4.379 5.610 162.2 132.0 492.6 

1998 4 30.30 397,587 102.7 8.652 6.173 4.448 5.773 162.5 132.2 494.9 

1998 5 30.05 399,450 102.8 8.615 6.184 4.485 5.831 162.8 132.5 495.3 

1998 6 30.70 401,055 102.9 8.315 6.057 4.492 5.664 163.0 132.5 497.1 

1998 7 29.40 402,667 8.266 6.072 4.478 5.699 163.2 132.5 492.3 

1998 8 30.80 404,285 8.292 6.017 4.487 5.708 163.4 132.6 491.8 

1998 9 30.25 405,630 103.3 8.307 6.030 4.483 5.702 163.6 133.2 

1998 10 29.95 406,979 8.383 6.063 4.472 5.694 164.0 133.9 492.8 

11 30.05 408,332 103.6 8 596 6.123 4.494 5.853 164.0 134.6 494.41998 

1998 12 31.65 409,480 8.618 5.968 4.356 5.633 163.9 134.7 494.7 

Supporting Schedules: 	 Recap Schedules: 



We!llhted Billin9 

(9) 

754.3 

4795.7 

969.5 

349.5 53,744 
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FLORIDA PUBUC SERVICE COMMISSION Explanation: For each forecasting model used to estimate test year projections Type of data shown: 

for customers, demand, and energy, provide the historical and 

Company: FLORIDA POWER CORPORATION projected values for the input variables and the output variables used XX Projected Test Year Ended 12/3112002 

in estimating and/or validating the model. Also, provide a description Prior Year Ended xxlxxlxxxx_ 

Docket No. 000824-EI 	 of each variable, specifying the unit of measurement and the time Witness: Crisp 

span or cross sectional range of \he data. 

Line 	 FL. Empl't. FL. Empl't. 
(10) 

Service Area Month Nondisp. DSM Service Area 

No. Year Month Commercial Govemment HDDs Res CDDs Com'I CDDs Impacts· Mwh Year Population 

(8) (11) (12) 

1 

2 1997 4520.9 947.7 133.8 0 79.9 73,193 

3 1997 2 4566.6 954.8 137.6 0 60.7 61,432 

4 1997 3 4619.3 956.4 25 24.6 220.9 50,871 

5 1997 4 4620.4 955.0 6.2 7.1 247.6 45.627 

6 1997 5 4631.5 956.0 6 86.9 285.1 49,332 

t>J 7 1997 6 4633.6 943.2 0.2 376.3 523.9 53,430 
� 
� 8 1997 7 4601.4 877.4 0 704.3 720.4 54,403 

9 1997 8 4627.4 867.9 0 754.9 60,905 

10 1997 9 4656.5 951.1 0 761.6 775.1 55.567 

11 1997 10 4671.0 962.0 0.3 585 644.7 49,185 

12 1997 11 4727.7 965.5 31.7 122.4 254.9 50,711 

13 1997 12 969.2 101.9 11.6 134.7 68,271 

4733.3 964.6 157.8 15.6 135.4 77,56514 1998 

15 1998 2 4782.1 168.4 4 58.6 64,839 

16 1998 3 4824.1 974.0 135.3 5 68.7 53,314 

17 1998 4 4797.9 967.2 63.5 20.1 187 9 47,569 

18 1998 5 4805.1 967.9 6.8 135 308.1 51.717 

19 1998 6 4824.5 952.6 0 663.6 690.6 56,442 

20 1998 7 4789.0 890.0 0 849.4 849.4 57,823 

21 1998 8 4808.1 873.5 0 827.7 827.7 64,445 

22 1998 9 4824.4 963.5 0 7764 780.4 58,829 

23 1998 10 4872.2 973.5 0 649.6 661.1 51,931 

24 1998 11 4932.7 978.6 5.8 197.8 

1998 12 4998.5 982.7 19.6 14.8 255.2 73,561 


26 


27 


Supporting Schedules: 	 Recap Schedules: 

25 



Electricly by 

4 

14 

15 

19 

23 

27 

5.894 

6,168 

6,209 

6.144 

6.259 

5.470 

5.612 

5.607 

5.534 

5.531 

5.538 

5.518 

5.655 

5.893 

5,957 
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FLORIDA PUBLIC SERVICE COMMISSION Explanation: For each forecasting model used to estimate test year projections Type of data shown: 

for customers. demand. and energy, provide the historical and 

Company: FLORIDA POWER CORPORATION projected values for the input variables and the output variables used XX Projected Test Year Ended 12131/2002 

in estimating and/or validating the model. Also, provide a description Prior Year Ended xxlxxlxxxx 

Docket No. 000824·EI of each variable, specifying the unit of measurement and the time Witness: Crisp 

span or cross sectional range of the data. 

Line 

No. 

1 

2 

Year 

1999 

Month 

(1) 

Avg. Billing 

Days 

31.95 

(2) 

FL. Total 

Pers. Income 

410.631 

(3) 

Inc. Deflator 

PCE·IPD 

103.9 

RES 

8,396 

Price Of Customer Class 

COML IND 

5.966 4.326 

Pub Auth 

5.556 

(5) 

U.S. CPI 

164.3 

(6) 

FL Ind Prod 

(7) 

FL Emprt 

Index · Manuf. Manufacturing 

134.8 488.9 

3 1999 2 29.55 411.785 104.0 8.649 6.036 4.287 164,5 134.9 491.4 

1999 3 29.40 413,533 104.2 8.576 6.045 4.325 165.0 135.6 491.2 

5 1999 4 30.60 415,289 104.4 8.601 5.991 4.272 5.607 166.2 136,3 489.4 

6 1999 5 29.60 417,052 104.6 8.510 6.076 4,387 5.668 166.2 137.0 489.2 

� 
....,J 

7 

8 

1999 

1999 

6 

7 

30.60 

30.65 

418.766 

420,488 

104,8 

104.9 

8.343 

8.280 

5,964 

5.899 

4.389 

4.366 

5.586 

5.522 

166.2 

166.7 

139.1 

141.2 

490.0 

484.8 

9 1999 8 31.15 422,216 105.1 8,189 5.886 4.401 5.536 167,1 143.3 484.3 

1999 9 30.30 424.184 105.3 8,227 4,371 5.579 167.9 144.0 483.710 

168.2 144.7 484.71999 10 29.90 426.162 105.5 8.349 5.960 4.37611 

12 1999 11 30.05 428.149 105.7 8.602 6.017 4.341 5.660 168.3 145.5 486,3 

1999 12 31.70 431,407 106.0 8.605 5.910 4.315 168.3 146.6 488,913 

2000 1 30.65 434.691 106,3 8,359 5,952 4,277 168,8 147.7 483.9 

2000 2 30.80 437.999 106.6 8.209 5.999 4,386 5.579 169.8 148.8 486.2 

16 2000 3 29.40 441,057 106.8 8.549 5.938 4.299 

17 2000 4 31.05 444.137 106.9 8.548 5.915 4.331 

18 2000 5 30.55 447,238 107,1 8.396 5,976 4.475 

171.2 150.5 488.9 

171,3 152.3 486.3 

171.5 154.0 486.9 

2000 6 30.80 449.210 107,3 8.274 6.037 4.509 5.606 172.4 155.6 488,5 

7 31.95 451.190 107,4 8.4192000 4.720 5.784 172.8 157.220 485,3 

172.8 158,88 29.65 453.179 107,6 8.444 

9 31.95 455.721 107.8 8.415 

10 29.65 458,278 107.9 8.570 

4 833 200021 485.0 

4.757 5.836 173.7 159.42000 485,522 

2000 4.752 5.906 174.0 159,9 486.2 

11 29.80 460.849 108,1 8.851 6,302 4.704 174.124 2000 160.5 487.4 

25 2000 12 30.60 463,170 108,3 8,647 6 250 4.746 5.864 174.0 161.7 488,6 

26 

Supporting Schedules: Recap Schedules: 



Weilhted Billi!!fl 

(9) 

4994.3 

8 1999 

1999 754.7 

0.3 

4,9 

774,3 

999.4 

23 5.4 

25 93 
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FLORIDA PUBLIC SERVICE COMMISSION Explanation: For each forecasting model used to estimate test year projections Type of data shown: 

for customers. demand, and energy. provide the historical and 

Company: FLORIDA POWER CORPORATION projected values for the input variables and the output variables used XX Projected Test Year Ended 1213112002 

in estimating and/or validating the model. Also. provide a desaiption Prior Year Ended xxJxyJxxxx 

Docket No. 000824·EI of each variable. specifying the unit of measurement and the time Witness: Crisp 

span or cross sectional range of the data. 

(8) (10) (11) (12) 

Une FL Empft. FLEmpl't. Service Area Month Nondisp. DSM Service Area 

No. Year Month Commercial Govemment HDDs Res CDDs Com'I CDDs Impacts· Mwh Year Population 

1 

2 1999 1 4888.2 965.7 138.5 0 108.7 81,185 

3 1999 2 4949.3 978.0 65.2 0 110.6 67,724 

4 1999 3 981.8 125.1' 0 37 55,588 

5 1999 4 4981.2 980.2 33.2 29.6 159.7 49,351 

6 1999 5 4987.7 979.4 15.5 109.2 297.5 53,723 
N 
=--

7 1999 6 5010.9 964.1 1.2 356 507.1 58.696 
QQ 7 4953.0 895.6 0 651.5 653.4 60.128 

9 1999 8 4976.8 881.5 0 825 825 66.940 

9 4982.9 973 2 0 750.710 61.134 

10 5019.3 988.511 1999 542.1 589.3 53.798 

12 1999 11 5090.7 996.8 15.7 176.6 315.1 55,748 

13 1999 12 5162.2 1002.5 47.1 182.3 76,764 

14 2000 1 5075.2 991.6 121.6 0 81.6 84,620 

15 2000 2 5121.0 1001.5 219.5 0 26.6 70,462 

16 2000 3 5184.4 1009,7 42.7 0 92.3 57.746 

17 2000 4 5172.5 1011.8 14.2 20.3 192.1 51,051 

18 2000 5 5183.8 1031.1 6.3 107.4 288 8 55.634 

19 2000 6 5207.1 999.1 0 621.9 678.6 60,843 

20 2000 7 5162.7 923.2 0 760.4 62.325 

21 2000 8 5185,5 904 9 0 726.7 726.7 69.322 

22 2000 9 5198.3 0 776.9 780.2 63.330 

2000 10 5236.4 1013.5 452.5 514.5 55.583 

24 2000 11 5304.8 1018.3 16.4 21.3 197.6 57.661 

2000 12 5370.1 1024.4 134.9 0 79.812 

26 

27 

Supporting Schedules: Recap Schedules: 



Eleclricly by 

13 

14 

15 

19 

24 

25 

27 

29.55 

29.40 

30.05 

30.15 

29.50 

29.35 

30.30 

30.90 

32.05 

(3) 

109.5 

4.961 163.7 486.1 
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FLORIDA PUBUC SERVICE COMMISSION Explanation: For each forecasting model used 10 estimate test year projections Type of data shown: 

for customers, demand, and energy, provide the historical and 

Company: FLORIDA POWER CORPORATION projected values for the inpu1 variables and the output variables used xx Projected Test Year Ended 12131/2002 
in estimating and/or validating the model. Also, provide a description Prior Year Ended xx/xx/xxxx 

Docket No. 000824-E1 of each variable, specifying the unit of measurement and the lime Witness: Crisp 

span or cross sectional range of the data. 

(1) (2) (4) (5) (6) (7) 

Une Avg. Billing Flo Total Inc. Deflator Price of Customer Class Flolnd Prod FL. Empl't. 

No. Year Month Days Pers. Income PCE·IPD RES COML IND Pub Auth U.S. CPI Index - Manuf. Manufacturing 

1 

2 2001 1 31.95 465,503 108.5 8.682 6.516 4.977 6.116 175.1 162.8 483.9 
467,847 108.7 8.911 6.584 4.9822 6.164 175.8 163.9 485.73 2001 

6.099 176.2470,373 108.9 9.135 6.53734 2001 

472,912 109.0 9.458 6.932 4.9964 6.573 176.5 163.6 484.85 2001 

475,466 109.2 9.406 6.890 5.491 6.540 176.9 163.456 2001 484.4 
h) 7 2001 6 30.80 477,374 109.4 9.186 6.897 5.523 6.562 177.2 163.8 484.4 
'" 

8 2001 7 30.50 479,290 9.028 6.782 5.391 6.452 1775 164.2 484.5\C> 

9 2001 8 29.70 481.213 109.7 9.008 6.783 5.556 6.462 177.8 164.6 484 5 

10 2001 9 31.95 483,103 109.9 9.011 6.807 5.487 6.481 178.1 165.4 484.7 

11 2001 10 29.65 485,000 110.1 9.141 6.797 5.386 6.456 178.5 166.1 484.8 

12 2001 11 30.60 486,904 110.3 9.279 6.839 5.440 6.491 178.8 166.9 485.0 

2001 12 31.30 489.005 110.4 9.268 6.818 5.383 6.461 179.2 167.7 485.1 

2002 1 32.25 491,116 110.5 8.821 6.451 5.001 6.093 179.5 168.4 485.2 

2002 2 493,235 110.6 8.902 6.557 5.281 6.203 179.9 169.2 485 3 

16 2002 3 28.95 495.352 110.8 8.984 6.461 5.026 6.094 180.3 170.0 485 5 
17 2002 4 497.478 111.1 9.028 6.472 5.056 6.118 180.7 170.8 485.7 
18 2002 5 29.45 499,613 111.3 8.979 6.433 5.195 6.095 181.1 171.6 485 9 

2002 6 32.20 501.770 111.5 8.762 6.437 5.070 6.107 181.6 172.6 486.0 
20 2002 7 29.05 503,937 111.8 8.682 6.404 5.014 6.077 182.0 173.6 486.1 

21 2002 8 31.15 506,112 112.0 8.663 6.403 5.038 6.078 182 5 174.6 486.2 

22 2002 9 32.00 508,157 112 2 8.665 6.428 5.073 6.103 182.9 175.2 486.2 
10 510,210 112.4 8.793 6.417 4.991 6.079 183.42002 175.9 486.2 
11 512,271 112.6 8.929 6.460 5.119 6.1192002 1838 176.5 486.2 
12 514,440 112.8 8.9212002 6.439 5.033 6.088 184.2 1774 486.3 

Supporting Schedules: Recap Schedules: 

23 

26 



We!!jhted Billi!!U 

(9) 

14 

15 0.3 

7.3 

0.3 

23 
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FLORIDA PUBLIC SERVICE COMMISSION Explanation: For each forecasting model used to estimate test year projections Type of data shown: 

for customers, demand, and energy, provide the historical and 

Company: FLORIDA POWER CORPORATION projected values for the input variables and the output variables used XX Projected Test Year Ended 12131/2002 

in estimatillg andlor validating the model. Also, provide a description Poor Year Ended xxlxxlx:l:J.x 

Docket No. 000824·EI of each variable, specifying the unit of measurement and the time Witness: Crisp 

span or cross sectional range of the data. 

(8) (10) (11) (12) 

Line FL. Empl't. FL. Empl't. Service Area Month Nondisp. DSM Service Area 

No. Year Month Commercial Government HDDs ResCDDs Com'I CDDs Impacts· Mwh Year Population 

1 

2 2001 5287.7 1010.3 335.6 0 45.5 87,181 

3 2001 2 5340.0 1023.6 189.6 0 64.2 72,490 

4 2001 3 5394.1 1029.0 49.3 3.2 152.4 59,338 

5 2001 4 5373.0 1022.4 38.8 21.7 170.5 52,263 

6 2001 5 5389.6 1021.8 7.3 159.2 331.8 57,008 

N 
-...I 

7 2001 6 5405.1 1022.4 0.3 495.6 587.7 62,394 

Q 8 2001 7 5420.6 1023.0 0 745.1 756.8 63,903 

9 2001 8 5436.1 1023.6 0 800.2 801.9 71,017 

10 2001 9 5450.0 1024.3 0 780.7 786.5 64,908 

11 2001 10 5463.9 1025.1 1.5 535.4 598.8 56,834 

12 2001 11 5477.8 1025.8 21.3 160.1 323.1 59,011 

13 2001 12 5492.8 1026.5 84.6 29.6 174.3 82,041 

2002 1 5507.9 1027.2 188.9 2.1 90.3 89,753 

2002 2 5523.0 1027.9 193 63.2 74,520 

16 2002 3 5536.6 1028.7 114.3 7.5 101.9 60,929 

17 2002 4 5550.2 1029.5 43.2 34.8 189.5 53,474 

18 2002 5 5563.9 1030.3 159.2 331.8 58,381 

19 2002 6 5577.1 1031.1 495.6 587.7 63,943 

20 2002 7 5590.3 1031.8 0 745.1 756.8 65,479 

21 2002 8 5603.6 1032.6 0 800.2 801.9 72,711 

22 2002 9 5617.2 1033.4 0 780.7 786.5 66,483 

10 5630.8 1034.3 1.5 535.4 598.8 58,0802002 

24 2002 

25 2002 

26 

27 

Supporting Schedules: 

11 

12 

5644.5 

5657.1 

1035.1 

1036.0 

21.3 

84.6 

160.1 

29.6 

323.1 

174.3 

60,357 

84,277 

Recap Schedules: 



" 

4 559 

5 694 

8 4,355 932 

9 777 

13 5,977 

16 647 

970 

7,462 

941 291 
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FLORIDA PUBLIC SERVICE COMMISSION Explanation: For each forecasting model used to estimate test year projections Type of data shown: 

for customers. demand. and energy, provide the historical and 

Company: FLORIDA POWER CORPORATION projected values for the input variables and the oulput variables lISed XX Projected Test Year Ended 1213112002 

in estimating andlor validating the mOdel. Also, provide a description Prior Year Ended xxlxxIxn.x 

Docket No. 000824-EI of each variable, specifying the unit of measurement and the time Wdness: Crisp 

span or cross sectional range of the data. 

(13) (14) (15) (16) 

Line DATElTIME OF SEASONAL PEAK RECORDED PEAK DEMAND COINCIDENT WHOLESALE MW INTERRUPTIBLE MW SERVED 

No. WINTER SUMMER WINTER SUMMER WINTER SUMMER WINTER SUMMER 

2 01115175 08:00 08119175 17:00 3,010 2.975 486 490 185 165 

3 01119176 08:00 07116176 17:00 3.530 3.223 622 502 165 187 

34 17501119177 11:00 06127177 18:00 3.899 3,407 676 

02107178 09:00 08129178 18:00 4.135 3,521 618 155 186 

6 01104179 08:00 07131179 18:00 4.224 3,667 740 622 157 191 

7 03103180 09:00 08102180 18:00 4,419 3,995 830 737 21 218 

N 01113181 09:00 08116181 18:00 5.088 815 40 208
-..J 

13901112182 08:00 09113182 17:00 5,347 4,086 1.017 173 

10 01114183 08:00 08122183 18:00 4.701 4,610 995 922 149 163 

11 12127183 09:00 08109184 18:00 4,913 4,163 1.005 522 118 201 

12 01122185 09:00 06105185 17:00 5,813 4.548 721 432 40 164 

01128186 08:00 08/01186 17:00 4,644 767 332 146 133 

14 02110187 08:00 08126187 18:00 5.087 5,196 519 468 167 224 

15 01128188 08:00 07112188 18:00 6,188 5,309 726 518 183 199 

02124189 08:00 08/07189 18:00 6.137 5,832 659 202 240 

17 12123189 18:00 06/20190 19:00 6,817 5,946 982 625 0 198 

18 02/16191 09:00 08/08191 17:00 6,056 5,925 770 658 163 192 

19 01117192 08:00 07/07192 17:00 6,982 6,357 970 806 181 150 

20 03/15193 07:00 08/05193 17:00 6,219 6,729 849 828 155 272 

02/03194 08 :00 06/27194 18:00 6,955 6,681 783 199 262 

22 02109195 08:00 08/15195 15:00 7,722 7,128 1,129 956 223 269 

23 02105196 08:00 07/22196 18:00 8,807 7,164 1,485 824 45 309 

0111919708:00 07103197 17:00 8,066 1,234 868 290 288 

03113198 08:00 07102198 16:00 6,885 8,004 908 318 

26 01/06199 08:00 

27 01127/00 08:00 

28 01/05/01 08:00 

08113199 18:00 

08/08100 18:00 

8,936 

9,303 

9,839 

8,412 

8,500 

1.735 

1,729 

1,983 

1,517 

1.319 

26 

235 

67 

233 

277 

Supporting Schedules: Recap Schedules: 

21 

24 

25 



5 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

24 

25 

29 

58 

75 

143 

273 

309 

444 

27 

69 

136 

146 

154 

199 

235 

314 

250 

135 

253 

7 

111 

516 

870 

314 

951 

97 

o 

o 

o 

160 

49 

3,709 

4,127 

4,213 

4,744 

5,931 

7,674 

37.7 

34.2 

40.9 

38.4 

28.7 

31.8 

42.8 

38.3 

26.3 

39.5 

39.5 

39.4 

41.6 

34.7 

30.3 

35.7 

43.9 

35.1 

37.5 

34.2 

93.1 

96.7 

94.1 

94.3 

91.7 

92.3 

90.9 

94.7 

{ 
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FLORIDA PUBLIC SERVICE COMMISSION Explanation: For eacll forecasting model used to estimate test year projections Type of data shown: 

fO( custOfners, demand, and energy, provide the historical and 

Company: FLORIDA POWER CORPORATION projected values for the input variables and the oulpUt variables used xx Projected Test Year Ended 12131/2002 

in estimating and/or validating the model. Also, provide a description Prior Year Ended xxixxlxxxx_ 

Docket No. 000824-EI 	 of eacll variable, specifying the unit of measurement and the time Witness: Crisp 

span 0( cross sectional range of the data. 

(17) (18) (19) (20) (21) 

Line NONDISPATCHABLE DSM MN DLC EXERCISED MN FIRM RETAIL MN BEFORE DSM DESIGN TEMP @ PEAK ADJ. RETAIL CUSTS @ PEAK 

No. WINTER SUMMER WINTER SUMMER WINTER SUMMER WINTER SUMMER WINTER SUMMER 

2 o o o o 2,339 2,320 41.4 92.2 624,350 613,478 

3 o o o o 2,743 2,534 36.4 92.6 644,225 635,935 

4 o o o 3,439 2,673 	 31.8 94.1 668,961 659,102 

o o o o 3,286 2,717 	 38.0 91.2 701,882 691,792 

3,327 2,854 91.5 	 730,140 726,3496 o o o o 

7 o o 141 3,040 775,020 764,662o 

N 8 11 11 3,343 801,716 791,51330.8o o 
-.J 
N 3,163 	 29.1 90.8 830,172 822,95322 o o 

76 3,691 3,594 859,698 852,465o 

82 156 72 4,021 893,2383,594 93.0 	 886,872 

102 96 5,289 928,8594,145 936,052 

122 92.45,443 4,301 970,634126 976,507o 

4,633129 200 1,024,646 1,014,200o 

5,430 4,728 	 40.5 93.0 1,058,748 1,048,149151 o o 

493162 1,102,500 1,092,4805,091o 

165 150 384 o 6,384 90.85,273 1,129,063 1,122,294 

169 5,292 5,229 1,169,303 1.146,522o o 

181 162 6,012 5,563 91.0 	 1,186,907 1,168,596o 

190 184 782 6,187 5,813 92.3 1,218,531 1,205,312 

91.0222 6,Q15 5,835 1,254,853 1,228,882 

1,062 93.2242 1,280,232 1,260,6526,298 

1,272 45 8,822261 91.5 	 1,302,498 1,278,8636,337 

280 44 6,962 93.8 	 1,324,925 1,296,9696,630 

6,491316 7,135 1,355,628 1,325,391 

342 226388 8,433 93.17,230 1,374,606 1,353.544 

355 54 8,076 7,313 91.6 	 1,405,422 1,386,28127 423 

9,184 92.6 	 1,444,592 1,410,641 

36.0 92.6 	 1,474,947 1,435,942 

Supporting ScIledules: 	 Recap Schedules: 

21 

22 

23 

26 

28 



" 

Billin2 
1999 

2 193 

25 43 

33 

46 

12 47 145 

13 

24 

SCHEDULE F-12 Heating Degree Days Page 1 of 1 

FLORIDA PUBLIC SERVICE COMMISSION Explanation: Provide actual projected (as applicable) and normal monthly heating Type of data shown: 

degree days for the utility's service territory for the test year and the 

Company: FLORIDA POWER CORPORATION five previous years. Provide this information both by calenda r month XX Projected Test Year Ended 12/31/2002 

and by bUling month. Provide a description of how the actual, Prior Year Ended xxlxxlxxxx 

Docket No. 000824-E1 projected and normal heating deg ree days for the utility's servioe Witness: Crisp 

territory are derived. 

Una Month Calendar Month 
Month 1996 1997 1998 1999 2000 Normal 1996 1997 1998 2000 NormalNo. 

Test Year TeslYear 

January 269 134 158 139 122 189 226 161 138 125 174 

February 220 137 108 112 129138 168 65 185 53220 
3 Marcil 164 130 66 6135 161125 114 

9 12 13 154 April 100 6 1964 14 43 

5 May 8 6 7 16 6 7 0 0 0 6 0 

6 June 0 0 0 1 0 0 0 0 0 0 0 0 
N 
..... 7 July 0 0 0 0 0 0 0 0 0 0 0 0 
w 8 August 0 0 0 0 0 0 0 0 0 0 0 0 

9 ,,_ " ._. __ L�» v�!Jlt:lll�t C 0 0 0 0 0 0 0 0 0 0 0 

10 October 1 0 0 0 5 2 6 7 0 5 6 4 

21 81 4611 November 21 32 56 916 16 216 

132 235December 76 102 184 6620 135 85 129 

14 

15 Description: 

16 
Heating Degree Days are developed for each of 3 weather stations ( St Pete, Orlando and Tallahassee) used to develop FPC system weighted weather conditions. The calculation starts with a 65 of base and subtracts the average of daily 

17 maximum and minimum temperatures. HOD: 65 - Average Daily Temperature. If HOD less than 0, then HOD: O. After this is completed for each weather station, weights are appied - based upon a percent share of weather sensitive 
18 energy sales - resulting in a system weighted average HOD. The weights are St Pete - 45%, Orlando - 50% and Tallahassee - 5%. 
19 

20 Normal weather condijions are developed using a 25-year average of service area weighted HOD's by month (1975 1999). 

21 

22 

23 

25 

26 

27 

Supporting Schedules: Recap Schedules: 

201 

63 

11 



Billing 

5 

6 

9 

13 

496 

776 777 

453 

15 

553 435 

348 

47 

SCHEDULE F-13 Cooling Degree Days Page 1 of 1 

FLORIDA PUBLIC SERVICE COMMISSION Explanation: Provide actual projected (as applicable) and normal monthly COOling Type of data shown: 

degree days lor the utility's service territory lor the test year and the 

Company: FLORIDA POWER CORPORATION fIVe previous years. Provide this inlormation both by calendar month XX Projected Test Year Ended 12131/2002 

and by billing month. Provide a description 01 how the actual, __ Prior Year Ended xxlxxlxxxx 

Docket No. 000824-E1 projected and normal cooling degree days lor the utility's service Witness: Crisp 

territory are derived. 

Line Month Calendar Month 
No. Month 1996 1997 1998 1999 2000 Normal 1996 1997 1998 1999 2000 Normal 

Test Year Test Year 

January 0 0 16 0 0 2 0 0 16 0 0 

2 February 0 0 4 0 0 0 0 7 0 0 0 1 

3 March 0 25 5 0 0 8 0 23 7 0 15 26 

4 April 0 7 20 30 20 35 64 35 31 117 7 79 

264 169 440May 214 87 135 109 107 159 

356 622June 605 376 664 638 566 876 600 705 
N 7 July 732 704 849 652 760 745 807 776 857 783 762 818--..1 
"'" 8 August 803 754 828 825 727 800 736 811 838 817 763 815 

September 717 762 751 781 635 674 669 599 684 680 

535 208 249 40510 October 470 585 650 542 115 286 

11 November 128 122 198 177 21 160 40 24 21 17 0 

12 December 13 12 5 0 30 0 8 0 0 0 5 

14 

15 DesCliption: 

16 
Cooling Degree Days are developed for each of 3 weather stations ( St Pete, Orlando and Tallahassee) used to develop FPC system weighted weather conditions. The calculation starts with the maximum daily temperature less 85. This 

17 
result is added to the minimum daily temperature less 55. If this sum is 15 or less, CDO is set equal to zero lor determining residential class weather sensitivity. For commercial class weather sensitivity, there is no minimum if 15. COO = 

18 ((Max-85) + (Min-55)) ·15. If either term is less than zero, then that term is set to zero. Alter this is completed for each weather station. weights are appied - based upon a percent share of weather sensitive energy sales - resulting in a 
19 system weighted average COD. The weights are St Pete - 45%, Orlando· 50% and Tallahassee - 5%. 
20 

21 Normal weather conditions are developed using a 25-year average of service area weighted CDO's by month (1975 -1999). 

22 

23 

24 

25 

26 

27 

Supporting Schedules: Recap Schedules: 
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SCHEDULE F-17 Assumptions Page 1 of 25 

FLORIDA PUBLIC SERVICE COMMISSION 

Company: FLORIDA POWER CORPORATION 

Docket No. 000824-EI 

Explanation: For a projected test year, provide a schedule of assumptions used in 

developing projected or estimated data. At a minimum, state 

assumptions used for balance sheet. income statement. and sales 

forecast. 

Type of data shown: 

xx Projected Test Year Ended 12131/2002 

Prior Year Ended 100xxIxxxx 

Wilness: Myers/CrisplWiliiamsIY ounglForehand 

Line 

No. 

2 

3 

4 

5 

6 

7 

8 Wrlness Page 

� 
VI 

9 

10 

11 

I. GENERAL ASSUMPTIONS Myers, Crisp 2 

12 

13 II. OPERATING ASSUMPTIONS Myers, WiHiams, Young 7 

15 

16 III. CONSTRUCTION BUDGET ASSUMPTIONS Myers, Williams, Young. Forehand 16 

17  

18 

IV. BALANCE SHEET ASSUMPTIONS Myers 18 

20 

21 

22 

24 

25 

26 

Supporting Schedules: Recap Schedules: 



FORECAST CUSTOMER. 

SCHEDULE F-17 Assumptions 	 Page 2 of 25 

FLORIDA PUBLIC SERVICE COMMISSION Explanation: For a projected test year, provide a schedule of assumptions used in  Type of data shown: 
developing projected or  estimated data, At a minimum, state 

Company: FLORIDA POWER CORPORATION assumptions used for balance sheet, income statement, and sales xx Projecled Test Year Ended 1213112002 
forecast. Prior Year Ended xxlxxIxxxx 

Docket No, 0OO824-EI Wtlness: MyersICrisp 

Line I. General Assumptions 
No. ASSUMPTIONS· ENERGY & DEMAND FORECAST 

Normal weather COflditions are assumed over the forecast horizon, For kilowatt-hour sales projections normal weather is based on a historical twenty·flVe year average of service area weighted billing month degree days, Seasonal 
peak demand projections are based on a twenty·five year historical average of system·weighted temperatures at time of seasonal peak, 2 

3 
4 The population projections produced by the Bureau of Economic and Business Research (BEBR) at the University of Florida as published in 'Florida Population Studies Bulletin No, 128 (May 2001) provide the basis for development 

of the customer forecast. State and national economic assumptions produced by WEFA in their national and Florida forecasts (March 2001) are also incorporated, 5 

6 

7 

8
tl 

� 	 9 Within the State of Florida the phosphate mining industry accounts for 75% of the U.S, phosphate supply and 35% of the global need, This energy intensive industry, which in the FPC selVice area consists of six major producers 
10 with either national and/or intemational influence upon the supply of phosphate-ilased fertilizers, consumed 30,5% of industrial class kWh energy sales in 2000. Load and energy consumption at the FPC-served mining or chemical 
11 processing sites depend heavily on plant operationS which are heavily influenced by both micro- and macroeconomic conditions. There is presenHy excess mining capacity in the industry due to weak farm commodity prices 

worldwide. Weak farm commodity prices lead to lower crop production, which resulls in less demand for fertilizer products. In addition, the export market for fertilizer has dried up Since the Asian/Russian financial crisis, Going 12 forward, energy COflsumption is expected to remain weak, Phosphate energy consumption· as a percentage of total FPC Industrial class usage· is expected to fall to 27% in the 2001·2002 timeframe, the second lowesl share ever 
13 seen, A retum to even a 35% share - recorded just a year ago - is not expected in the short lerm, 
14 
15 

16 

17 

18 Florida Power Corporation (FPC) supplies load and energy service to wholesale customers on a 'full", 'partial" and 'supplemental' requirement basis, Full requirements customers' demand and energy is assumed to grow at a rate 
1g that approximates their historical trend, Partial requirements customer load is assumed to reflect the current contractual obligations received by FPC as of May 31, 2001, The forecast of energy and demand to the partial 
20 requirements customers reflect the nature of the stratified load they have contracted for, ptus their ability to receive dispatched energy from power marketers any time it is more economical for them to do so, Contracts for partial 

requirements service included in this forecast are with FMPA,the cities of New Smyrna Beach, Tallahassee and Homestead, Reedy Creek Utilities, and Florida Power & Light. FPC's arrangement with Seminole Electric Cooperative, 21 Inc. (SECt) is to serve 'supplemental' service over and above stated levels they commit 10 supply themselves, SECl's projection of their system's requirements in the FPC control area has been incorporated into this forecast. This 
22 forecast also incorporates two firm bulk power contracts with SECt. The first is a multi-part contract 10 supply 605 MW for three years ending in December 2001, An option to extend one piece of this contract, ( 150 MW) has been exe 
23 A second 3-year agreement with SECI to sell up to 300 WNV of peaking power beginning in 2000 and going through 2002 has also been reflected in the forecast. 
24 
25 This forecast assumes that FPC will successfully renew aU future franchise agreements, This forecast incorporates demand and energy reductions from FPC'S dispatch able and non-dispatchable DSM programs required to meet the 
26 approved goals set by the Florida Public Service Comm, 
27 
28 Expected energy and demand reductions from self-service cogeneration are also included in this forecast. FPC will supply the supplemental load of self·selVice cogeneration customers, While FPC offers "standby' selVice to all 
29 cogeneration customers, the forecast does not assume an unplanned need for standby,power, 

Supporting Schedules: 	 Recap Schedules: 



CUSTOMER, (Continued) 

SCHEDULE F·17 Assumptions Page 3 of 25 

FLORIDA PUBLIC SERVICE COMMISSION 

Company: FLORIDA POWER CORPORATION 

Docket No. 0OO824-EI 

line 

No. 

Explanation: For a projected test year, provide a schedule of assumptions used in 

developing projected or estimated data. At a minimum, state 

assumptions used for balance sheet, income statement, and sates 

forecast. 

I. General Assumptions ( Conrd) 

Type of data shown: 

xx Projected Test Year Ended 1213112002 

Prior Year Ended 

Witness: 

x:UmXXXX 

Myers/Crisp 

FORECAST ASSUMPTIONS· ENERGY & DEMAND FORECAST 

2 

3 This forecast assumes thai the regulatory environment and the obligation to serve our retail customers wHi continue throughout the forecast horizon. The ability of wholesale customers to switch suppUers has ended the company's 
obligation to serve these customers beyond their contract life, As a result. the company does not plan for generation resources unless a long-term contract is in place. Current 'all requirements' customers are assumed to not renew 4 
their contracts with FPC. Current 'partial requirements' contracts are projected to terminate as terms reach their expiration date. Deviation from these assumptions can occur as new information received indicates that a wholesale 

5 customer has limited options In the marketplace to replace FPC capacity more economically 

6 

The economic ouUook for this forecast calls for a significant moderation of national and State economic growth compared to rates seen in the 1990s. Energy price escalation and the bursting of the stock market bubble have acted to 2 8 
...... deflate consumer confidence and effectively halt new capital investment in many industries nationwide. While no economic recession --two negative quarters of GDP growth -- is incorporated in this forecast, the growth rate of the 
...... 9 

U.S. national economy has ground 10 a halt in early 2001. The manufacturing and high tech sectors can be classified as in recession and are pulling a serious drag on the economy as a whole. The current stretch of economic 
10 expansion -- which has become the longest period of economic expansion in the history of our nation -- is now in serious risk of stalling out. 
11 

12 The assumption that the national economy will skirt a full-blown recession is based upon the belief that the U.S. Congress and the Federal Reserve Board (FRB) wi" enact an appropriate mixture of fiscal and monetary policy actions. 

13 Economic stimulus from a Federal tax cut while marginal in the short term, has been enacted. Swift and significant reductions to govemment-controlled interest rales by the Federal Reserve Board during the first half of 2001 

14 assures most economists that the economywHI react (with a lag) and pick up by year end. 

15 

16 Over-riding this, however, is the fear that a "reverse wealth-effecf will take hold of the economy and depress consumer demand. The 'wealth-effect', caused by the record run-up in the U.S. stock market in the later 1990s, created a 

17 sizeable increase in consumer demand these past few years. Today, after a toss of severailTiliion dollars of wealth in the stock market and rising unemployment, the fear is that the consumer will rein in spending and pay down their 

record levels of debt. 
18 

19 

20 

21 On a Statewide basis, interest rates and energy prices will continue to influence the pace of economic growth in Florida through their impacts on the construction and tourism industries. The Florida construction industry is expected 

22 to feel the impact of corporate mergers and consolidations with respect 10 commercial and industrial floor space requirements. The State has seen its fair share of corporate mergers in the banking, telecommunications and utility 

industries, and has not been immune to the impact of "DOT -com" failures. Office vacancy rates are reported to have risen dramatically of late. The Iourism industry is reported to have performed well during the winter 2000-2001 but 
23 

by mid-year hotel vacancy rates and theme park attendance have dropped precipitously. Looking forward, high consumer debt levels in a weak economic environment place an added risk on this industry's ability to avoid some 
24 economic pain. 


25 


26 
Another Florida industry sector increasing in importance, export-related industries: is expected to stall in 2001 as Central and South American economies flounder. Florida has developed significant trade relations with its neighbors to 

27 the south and continues to attract a Significant number of tourists from this area. Areas of Latin America are reeling from drought conditions and a serious electriCity shortage, which are not helping economic matters. 
28 

Supporting Schedules: Recap Schedules: 
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SCHEDULE F·17 Assumptions Page 40125 

FLORIDA PUBLIC SERVICE COMMISSION 

Company: FLORID A POWER CORPORATION 

Docket No. 000824·EI 

Explanation: For a projected test year, provide a schedule of assumptions used in 

developing projected or estimated data. At a minimum, state 

assumptions used for balance sheeħ income statement, and sales 

forecast. 

Type of data shown: 

xx Projected Test Year Ended 1213112002 

Prior Year Ended 

Witness: 

"/.Xl"/.Xlxxxx 

Myers/Crisp 

line 

No. 

I. General Assumptions (Conrd) 

ASSUMPTIONS· ENERGY & DEMAND FORECAST 
2 

3 
Personal income growth is expected to continue growing but not at the torrid pace experienced in recent years. Employment growth will moderate resulting in slower growth in total wages. Slower growth in hourly earnings as well as 

4 lransler payments should also hold down income growth in the years ahead. The low interest rate environment also means lower returns on bank deposits - a significant part of retiree income. 

S 
6 Growth in energy consumption is directly tied 10 the levels of economic activity in the State, nation and around the world, but demographic forces play a major role as well. Factors that influence in·migration rates to Florida impact 

residential cuslomer growth, especially since the difference between births and deaths contribute little to Florida's growing population. The University of Florida's latest projection (May 2001) shows a signifICant fall off in population 7 
growth for the 29 county area which Florida Power provides residential service. This is due to the characteristics of the age cohorts reaching retirement age this decade. Those now reaching retirement age were born during the 

8 Great Depression - a period 0/ very low birth rates. This is expected to temporarily hold down Florida population growth by reducing the numbers of retirees entering the State. -..J
QC 9 

10 

11 CUSTOMER GROWTH RATE = 1.85% SALES GROWTH RATE =2.53% 

12 

13 

14 GENERALINFLATION RATES· 
The projected inflation rate for 2002 was 2.56%. However, the 2002 Budget did not assume any specific rate but was based on justified needs. In instances where specific rates 

15 were available, they were used, 

18 WAGE AND SALARY INCREASE · 

19 

20 

21 

22 COMMON STOCK DIVIDENDS· 

23 

24 

25 PROPERTY TAX PAYMENT· 
26 

27 

28 FRANCHISE FEE PAYMENT· 

3.75% based upon assessment of: (1) competition; (2) impact of inllation (3) corporate bargaining unit agreement; and (4) merit increases for all non-bargaining unit employees 
beginning in April 2002. 

Dividends in 2002 On millions): $63.3 for each quarter. 

2002 Property Taxes to be paid in November, 2002. 

Paid to cities on a monthly basis 

Supporting Schedules: Recap Schedules: 



SCHEDULE F·17 Assumptions Page 5 0125 

FLORIDA PUBLIC SERVICE COMMISSION For a projected test year. provide a schedule of assumptions used in Type of data shown: 

developing projected or estimated data. At a minimum, state 

Company: FLORIDA POWER CORPORATION assumptions used for balance sheet, income statement, and sales xx Projected Test Year Ended 1213112002 

forecast. Prior Year Ended xxlxxIxxxx 

Dodet No. 000824-EI Witness: Myers/Crisp 

Line I. General Assumptions (Coord) 

No. 

FINANeINGS· 


2 


3 

No new issues of long-term debt are included in the 2002 forecast. 2002 financing needs are assumed to be met with additional borrowings under the Company's long-term commercial paper program and through short-term debt. 

4 $32.2 million of long-term debt redemptions related to sinking fund paymenls and scheduled maturities lor 2002 are included in the cash flow forecast 

5 

6 

!:l 
1 

8 

9 RESIDUAL FUEL OIL ASSUMPTIONS 


10 Crude OM supply wiN remain relatively stable through the forecast period, 


11 


12 U,S, Govemment policy is not expected to impact the residual or light oil market except that environmental restrictions will increase the relative demand and price of lower sulfur oils, 


13 


14 Weather is assumed to be normal throughout the period. 


15 


16 Fuel oil demand will remain relatively stable throughout the period except Ihat the demand for lower sulfur oil will gradually displace Ihe demand for higher sulfur oil. 


11 


18 Changes to refining product mix will tend to balance residual fuel supply wilh demand, 

19 

20 Mismatches between Ihe two above mentioned factors combined wilh uncertain weather will cause periodic mismatches in supply/demand balances and wider short term fluctuations in prices Ihan presented in Ihis forecast 

21 

22 DISTILLATE FUEL OIL ASSUMPTIONS 


23 Crude Oil supply will remain relatively stable through Ihe forecast period, 


24 


25 U,S, Govemment policy is nol expected to impact the residual or light oil market except that environmental restrictions will increase the relative demand and price of lower sulfur oil such as distillate fuel oil. 


26 


27 Weather is assumed to be normal throughout the period, 

\C 

Supporting Schedules: Recap Schedules 
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SCHEDULE F-17 Assumptions Page 6 of 25 

FLORIDA PUBLIC SERVICE COMMISSION Explanation: For a projected test year, provide a schedule of assumptions used in Type of data shown: 

developing projected or estimated data. At a minimum, state 

Company: FLORIDA POWER CORPORATION assumptions used for balance sheet, income statement, and sales xx Projected Test Year Ended 1213112002 

forecast. Prior Year Ended xxlxxJxxxx 

Docket No. 000824-EI Witness: Myers/Crisp 

line I. General Assumptions (Conrd) 

No. 

1 FUEL PRICES 

2 

3 DISTILLATE FUEL OIL ASSUMPTIONS 

4 Low sulfur #2 oil demand will increase relative to high sulfur #2 oil as it is used as a back-up fuel for natural gas as well as on-road diesel fuel. 


5 


6 


7 NATURAL GAS ASSUMPTIONS 


� 8 Overall supply of natural gas win be adequate except during extreme weather and during pipeline outages. 


9 

10 Interruptible supply from Florida Gas Transmission and South Georgia Natural Gas win be available in limited quantities as the pipeline capacity is utilized for firm supply contracts for Florida Power Corporation 

11 

12 The Gulfstream Pipeline will come into service in mid 2002. 

13 

14 

15 

16 COAL ASSUMPTIONS 

17 
Coal Price Projections are provided by Electric Fuels CorporaUon and represent an estimate of EFC's price to Florida Power for coal delivered to the plant sites in accordance with the delivery schedules projected. 1\ assumes 

18 
environmental restrictions on coal quality remain in effect as per current plans: 2.1 Ibs. per million BTU sulfur dioxide limit for CR. 1 &2 and 1.2 Ibs. per million BTU sulfur dioxide limit for C.R. 4&5. However expected 

19 environmental restrictions do impact the market for low sulfur coals causing demand and prices to be higher than would olherwise be expected. 

20 


21 


22 


23 NUCLEAR FUEL EXPENSE ASSUMPTIONS 


24 

Nuclear Fuel amortization projections (nuclear fuel expense) are based on a combinafion of actual dollar expenditures, estimates of future cash expenditures for contractual commitments, projected allowance for funds used 

25 during construction (AFUDC) of each reload batch and the amount of energy (BTU's) extracted during a particular cycle from each batch uUiized. 

26 


27 


Supporting Schedules: Recap Schedules: 



Operating 

Expense 

24 Depreciation Expense 

13 

14 

15 

19 

23 

SCHEDULE F-17 Assumptions Page 7 of 25  

FLORIDA PUBLIC SERVICE COMMISSION Explanation: For a projected test year, provide a schedule of assumptions used in Type o f  data shown: 

developing projected or estimated data. At a minimum, state 

Company: FLORIDA POWER CORPORATION assumptions used lor balance sheet, income sta\emenÉ and sales xx Projected Test Year Ended 1213112002 

forecast. Prior Year Ended xxJxxJxxxx 

Docket No. ooOO24-EI 

Line 

No. 

1 Reyenue 

II. Operating Assumptions 

Income Statement 

Witness: MyerslWdliamslY oung 

2 

3 A. Base Revenue - KWH sales are determined by the Load Forecasting Department. 

4 

5 B. Fuel adjusbnent Revenue - No change in the methodology presently in place for the recovery of fuel expense 

6 

7 C. Energy Conservation Revenue - No change in the methodology presently in place lor the recovery of energy conservation expenses 

� 
8 

1-1 9 D. Franchise Revenue - Assumed that an average historic tax rate would be representative for 2002 

10 

11 
E. Other Operating Revenue - Pole attachments, rentals, and miscellaneous other service revenues assumed that current rental agreements would remain in effect during 2002 and that service revenues would be 

12 impact by the forecasted customer growth rate 

F. Unbilled Revenue - The forecasted unbilled revenues are calculated as the change in monthly accrued utility revenues 

16 

17 

18 Fuel and Purchased Power 

Fuel expense and purchased power is determined by the Company's production cost simulation model. The model uses input from fuel price forecasts, purchased power contracts, generating unit operating 
20 characteristics, maintenance outage schedules and other pertinent data to determine the most economical way to satisly the corporate forecast of demand and energy. 

21 

22 

25 

26 

27 

Depreciation expense is determined using lorecasted 2002 monthly Electric Plant in Service. DepreCiation rates were approved by the Florida Public Service Commission in Docket No. 971570-EI, Order No. 98-1723-

FOF-EI, December 18. 1998. Dismantlement expense was based on the Company's study submilted as part of Docket No. 010031-EI. Decommissioning expense was based on the Company's study. submilted as 

part of FPSC Docket No. oo1835-EI. 

Supporting Schedules: Recap Schedules: 



(Net) 

Expense 

� 

15 

SCHEDULE F-17 

FLORIDA PUBLIC SERVICE COMMISSION 

Company: FLORIDA POWER CORPORATION 

Docket No. 000824-EI 

line 

No. 

Assumptions 

Explanation: For a projected test year, provide a schedule of assumptions used in 

developing projected or estimated data. At a minimum, state 

assumptions used for balance sheet, income statement, and sales 

forecast 

II. Operating Assumptions 

Income Statement 

Page 8 of 25 

Projected Test Year Ended 1213112002 

xxlxxlxxxx 

MyelSlWilliamsIVoung 

Prior Year Ended 

Witness: 

2 Amortization of limited Plant 


3 Amortization of intangible plant, ECCR planú Gas Conversion projects and the Sebring/Tiger Bay regulatory assets were based on current approved rates. 


4 


5 

6 Taxes Other Than Income Taxes 

N 7 
Taxes other than income taxes indude property taxes, payroll reltaed taxes, revenue related taxes, as well as credit for those taxes transferred to other accounts. The property taxes reflect an estimate of next year's 

8 
taxes by tile tax department, payroll related taxes were estimated based on budgeted payroll and rates in current law. Revenue related taxes are based on current law and franchise agreement and the budgeted 

9 revenues. 


10 


11 

12 


13 Income Taxes 


14 

Federal and state statutory tax rates are based upon law in effect at the lime the forecast was prepared. Temporary timing differences are fully normalized. Investment Tax Credit is amortized over the remaining lives 
of related equipment as required by the Internal Revenue Service under Section 46 of the IRS Code. Excess deferred income taxes for protected items are flowed back in accordance with Section 203(e} of the Tax 

16 Reform Act of 1986. 


17 


16 

19 Other Income and Deduction 

20 

21 

22 

Donations and other deductions are based on the budget submission from the business units. Income on the Life Insurance (Rabbi Trust) is based on assumptions of project cost and market conditions. Non­
operating income is based on projections from the business units of the non-regulated activity. 

23 Gross Interest 

24 Interest Expense for Long Term Debt is determined by the series interest rate applied to the amount outstanding. There are no new issues in the 2002 forecast Interest expense on short-term debt is determined by 

25 
applying the assumed rate of 4.92% on the average outstanding amount each month. Interest on customer deposits is calculated using a blended interest rale applied against the projected total customer deposit 
balance. Customer deposit balance is based on historical relationship between total deposits and number of customers. Interest on tax deficiencies was predicted on a three year amortization of the outstanding 

26 amount. 

Supporting SchedUles: Recap Schedules: 



SCHEDULE F·17 Assumptions Page 9 of 25 

FLORIDA PUBLIC SERVICE COMMISSION 

Company: FLORIDA POWER CORPORATION 

Docket No. oo0824·EI 

Line 

No. 

Explanation: For a projected test year, provide a schedule of assumptions used in 

developing projected or estimated data. At a minimum, state 

assumptions used for balance sheet income statement, and sales 

forecasl 

Type of data shown: 

xx Projected Test Year Ended 1213112002 

xxlxxIxxxx 

Myers/WiHiamsfY oung 

Prior Year Ended 

Witness: 

II. Operating Assumptions 

Average Annual Net Unit Heat Rates for 2002 

(A) (B) (A) 

Plant & Unit Average Net Plant & Unn 

Heat Rate (BTUIKWH)" 

(B) 

Average Net 

Heat Rate (BTU/KWH)' 

Andote 1 10,383 Peakers 

2 Anclole 2 10.142 Avon Park 17.810 

3 Bartow 10,218 Avon Park 2 15,752 

4 Bartow 2 10.352 Bartow 16,287 

5 Bartow 3 9.964 Bartow 2 16,766 

N 
QO 
I.M 

6 

7 

Crystal 

Crystal 

1 

2 

9,772 

9.569 

Bartow 

Bartow 

3 

4 

16,286 

16,212 

8 Crystal 3 10,163 Bayboro 1 14.723 

9 Crystal 4 9,527 Bayboro 2 15.036 

10 Crystal 5 9,469 Bayboro 3 14,559 

11 Hines 7,184 Bayboro 4 14,834 

12 Suwannee 1 12,435 DeBary 15,477 

13 Suwannee 2 13,793 DeBary 2 14.650 

14 Suwannee 3 11.138 DeBary 3 16.155 

15 Tiger Bay 7.201 DeBary 4 16,538 

16 DeBary 5 16,200 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Supporting Schedules: Recap Schedules: 



SCHEDULE F-17 Assumptions Page 100125 

FlORIDA PUBLIC SERVICE COMMISSION Explanation: For a projected test year, provide a schedule of assumptions used in Type of data shown: 

developing projected or estimated data. At a minimum, state 

Company: FlORIDA POWER CORPORATION assumptiOns used for balance sheet, income statement. and sales xx Projected Test Year Ended 1213112002 

forecast. Prior Year Ended xxlxxlXXJ.X 

Docket No. 000824-EI Wllness: MyerslWiHiamsIY oung 

II. Operating AssumptiOns 

Average Annual Net Unit Heat Rates for 2002 (cont.) 

(A) (B) (A) (B) 

Une Plant & Unit Average Net Plant & Unit Average Net 

No. Heat Rate (BTU/KWH)' Heat Rate (BTU/KW 

DeBary 6 14,997 Rio Pinar 16,541 

2 DeBary 7 14,603 Suwannee 1 14,388 

3 DeBary 8 14,809 Suwannee 2 13,844 

4 DeBary 9 14,346 Suwannee 3 14,473 

5 DeBary 10 15,338 Tumer 1 16,581 

N 6 Higgins 1 17,880 Turner 2 17,110 
QC 
"'" 7 HigginS 2 17,589 Turner 3 16,192 

8 Higgins 3 17,436 Turner 4 16,492 

9 Higgins 4 17,502 Univ ofFla 9,459 

10 InterCity 1 14,536 

11 InterCity 2 14,804 

12 InterCity 3 15,050 

13 InterCity 4 14,665 

14 InterCity 5 14,013 

15 InterCity 6 14,345 

16 InterCity 7 14,587 

17 InterCity 8 14,674 

18 InterCity 9 13,943 

19 InterCity 10 15,128 

20 InterCity 11 11,423 

21 InterCity 12 13,950 

22 InterCity 13 14,002 

23 InterCity 14 14,098 

24 

25 ' InCludes start-up BTU's. 

26 .. Units currenlly on Extended Cold Shutdown Status. 

Supporting Schedules: Recap Sch edules: 



5 

6 

10 

15 

23 

5.88 

4.83 

7.31 

5.35 

3.45 
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FLORIDA PUBLIC SERVICE COMMISSION Explanation: For a projected test year, provide a schedule of assumptions used in Type of data shown: 

developing projected or estimated data. At a minimum, state 

COmpany: FLORIDA POWER CORPORATION assumptions used for balance sheet, income statement, and sales xx Projected Test Year Ended 1213112002 

forecast. Prior Year Ended xxlxxJXX'IJ. 

Docket No. 000824·EI 

Line Steam Plant 

No. 

1 

2 Anclote 

II. Operating Assumptions 

Outage Rates for 2002 

(A) (B) (C) 

Witness: MyersfWilliams/Y oung 

Equivalent Forced Weekend Maintenance T olal Unavailable 

Outage Rate Outage Rate Outage Rate 

1.69 2.09 3.78 

3 Andote 2 2.37 3.51 

4 

Bartow 1 5.18 0.00 5 18 

Bartow 2 4.83 0.00N 
QC 

7 Bartow 3 3.99 0.00 3.99tTl 

8 

9 Crystal River 1 3.83 3.48 

Crystal River 2 6.48 1.44 7.92 

11 Crystal River 3 4.00 0.00 4.00 

12 Cryslal River 4 5.22 0.13 

13 Crystal River 5 2.23 0.14 2.37 

14 

Hines 3.45 0.00 

16 

17 Suwannee 0.65 0.70 1.35 

18 Suwannee 2 0.00 0.58 0.58 

19 Suwannee 3 9.70 0.66 10.36 

20 

21 Tiger Bay 5.59 2.46 8.05 

22 

24 

25 

SUPportin9 Schedules: Recap Schedules: 
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FLORIDA PUBLIC SERVICE COMMISSION Explanation: For a projected test year, provide a schedule of assumptions used in Type of data shown: 

developing projected or estimated data. At a minimum, state 

Company: FLORIDA POWER CORPORA nON assumptions used for balance sheet, income statement, and sales xx Projected Test Year Ended 1213112002 

forecast Prior Year Ended xxlXYJxxYJ. 

Docket No. 000824·EI Witness: MyersfWdliamsIY oung 

II. Operating Assumptions 

Outage Rates for 2002 (Conrd) 

N 
QO 
=" 

Line Peaker Site and Units 

No. 

1 

2 Avon Park 

3 

4 Bartow 

5 

6 Bayboro 

7 

8 DeBary 

9 DeBary 

10 

11 Higgins 

12 

13 InterCity 

14 InterCity 

15 InlerCity 

16 InterCity 

17 

18 Rio Pinar 

19 

(A) (B) (C) 

EquivaleotForced Maintenance T oIal Unava·able 

Outage Rale Outage Rale • Outage Rate 

1,2 

1,2,3,4 

1,2,3,4 

1,2,3,4,5,6 

7,8,9,10 

1,2,3,4 

1,2,3,4,5,6 

7,8,9,10 

7.00 

2.21 

0.95 

3.00 

1.12 

3.18 

2.01 

0.70 

0.00 7.00 

0.00 2.21 

0.00 0.95 

0.00 3 00 

0.00 1.12 

0.00 3.18 

0.00 2 01 

0.00 0.70 

11 4.12 0.00 4.12 

12,13,14 1.00 

2.01 

0.00 100 

0.00 2 01 

20 Suwannee 

21 

22 Turner 

23 

24 Univ of Fla 

25 

26 

Notes: 

1,2,3 0.25 0.00 0.25 

3.931,2,3,4 0.00 3.93 

4.10 0 00 4.10 

• Because of low lotal usage hours on peakers, the maintenance outages are incorporated in the forced outages . 

.. Denotes units on Extended Cold Shutdown status. 

Supporting Schedules: Recap Schedules: 



1 

17 

19 

48 

73 

35 

14 

75 

73 

14 

Docket No. 000824-EI 

Line Steam Plant 

No. 

forecast 

II. Operating Assumptions 

Planned Maintenance for 2002 

(A) (B) 

Start Date End Date 

(C) 

Outage 

DuratiOn (Days) 

Wilness: 

(D) 

Total Days 

MyerslWilliamsIV oung 

SCHEDULE F-17 Assumptions Page 13 of 25 

FlORIDA PUBliC SERVICE COMMISSION Explanation: For a projected test year, provide a schedule of assumptions used in Type of data shown: 

developing projected or estimated data. At a minimum, state 

Company: FLORIDA POWER CORPORATION assumptions used for balance sheet, income statement, and sales xx Projected Test Year Ended 1213112002 

Prior Year Ended xxlxxlxxxx 

2 Andale 2 October 19 December 6 

3 

48 

4 Bartow September 14 October 11 28 28 

5 Bartow 2 February 23 March 1 7 7 

N 6 Bartow 3 March 2 April 12 42 42 
go 
....:I 7 

8 Crystal River 2 September 28 December 13 75 

9 Crystal River 4 March 2 May 13 

10 

11 Hines April 6 April 19 14 

12 Hines November 2 November 15 14 14 

13 

14 Suwannee February 9 March 1 21 21 

15 Suwannee 2 May 4 May 24 21 21 

16 Suwannee 3 April 13 May 3 21 21 

18 Tiger Bay February 23 March 29 35 

Tiger Bay October 12 October 25 14 

20 

21 

22 

23 

24 

25 

Notes: Units not listed have no planned maintenance during 2002. 

Scheduled maintenance for 2002 is based on Fossil Generation Department projections daled July 5, 2001. 

Supporting Schedules: Recap Schedules: 
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25 

379 

31 32 
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FLORIDA PUBLIC SERVICE COMMISSION 

Company: FLORIDA POWER CORPORATION 

Docket No. 000824·EI 

Line Plant and Unit 

No. 

1 

2 Andole 

3 Andate 

4 

5 Bartow 

Explanation: For a projected test year, provide a schedule of assumptions used in 

developing projected or estimated data. At a minimum, stale 

assumptions used for balance sheet, income statement, and sales 

forecast. 

II. Operating Assumptions 

Net UnH capacity Rating for 2002 

(A) (B) 

Net' Net' 

Summer(Mw) Winter(Mw) 

498 522 

495 522 

121 123 

Type of data shown: 

xx Projected Test Year Ended 1213112002 

xxlxxlxxxx 

MyerslWiAiamsiYoung 

Prior Year Ended 

Witness: 

2 

3 

N 6 Bartow 119 121 
QCI 
QCI 	 7 Bartow 204 208 

8 

9 Crystal 	 1 383 

10 Crystal 2 486 491 

11 Crystal 3- 765 782 

12 Crystal 4 720 735 

13 Crystal 5 711 732 

15 Hines 482 529 

16 

17 Suwannee 32 33 

18 Suwannee 	 2 

19 Suwannee 3 80 81 

20 

21 Tiger Bay 207 223 

22 

23 Total Steam 5,336 5,517 

- el)'slal River 3 nel ratings have been adjusled for sale of 8.2% of capacity. 

Supporting Schedules: 	 Recap Schedules: 

24 

26 



8 

13 

24 

(BJ 

324 

134 

352 

35 

7,943 
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FlORIDA PUBLIC SERVICE COMMISSION Explanation : For a projected test year, prO'llide a schedule of assumptions used in Type of daJa shown: 

developing projected or estimated data. At a minimum, stale 

Company: FLORIDA POWER CORPORATION assumptions used for balance sheet, income sJatement, and sales xx Projected Test Year Ended 12131/2002 

forecast. Prior Year Ended xxIx:xIxxxx 

Docket No. 000824-EI Wilness: MyerslWiliiamsIY OUn9 

II. Operating Assumptions 


Net Unit Capacity Ratings for 1992 (Conrd) 


(A) 

Line Peaker Site and Units Net' Net' 

No. Summer (M.v) Wnter{Mw) 

1 Notes: 

2 Avon Park 1,2 52 64 • All ratings are maximum dependable capability. Summer 

3 ratings are effective May 1lhrough October 31. Winter ratings are 

4 Bartow 1,2,3,4 187 219 effective November llhrough April 30. 

6 Bayboro 1,2,3,4 184 232 •• Denotes units on Extended Cold Shutdown status. 

N 7 
QC 
IC DeBary 1,2,3,4,5,6 390 ... Crystal River 3 net ratings have been adjusted for sale of 

9 DeBary 7,8,9,10 343 372 8.2% of capacity. 

10 

11 Higgins 1,2,3,4 122 

12 

InterCity 1,2,3,4,5,6 294 366 

14 InterCity 7,8.9,10 376 

15 InterCity 11 143 170 

16 InterCity 12,13,14 240 282 

17 

18 Rio Pinar 13 16 

19 

20 Suwannee 1,2,3 164 201 

21 

22 Turner 1,2,3,4 154 194 

2 3  

Univ of Fla 41 

25 Tola! Peakers 2,607 3,057 

26 

System T ola! 8,574 

Supporting Schedules: Recap Schedules: 

27 

28 



Facility Assumptions. Area 

Production 

Transmission 

29 
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FLORIDA PUBLIC SERVICE COMMISSION Explanation: For a projected lest year, provide a schedule of assumptions used in Type of data shown: 

developing projected or estimated data. At a minimum, state 

Company: FLORIDA POWER CORPORA nON assumptions used for balance sheet, income statement, and sales xx Projecled Test Year Ended 12/3112002 

forecast. Prior Year Ended xx/xxlY:xxx 

Docket No. OOOB24-E1 Witness: MyerslWiliiamslYounglFruehand 

Une III. Construction Budget Assumptions 

No. 

1 Functional 

2 

3 

Plant 

The forecasted 2002 expenditures include $95.7 million for the construction of a new combined cycle unit at the Hines Energy Complex. Planned in service date for this unit is fall, 2003. This unit will add capacity of
6 

approximately 567 MW. AddiUonally, there is $29.0 million in expenditures for the upgrade/refurbishment of the fossil plants at the Cryslal River site. In general, all projects are justified on the basiS of environmenlal, 
7 safely, regulatory requirements, and/or discretion (where benefits exceed cost). 

8 

N 9 
IC 
<:> 10 and Distribution Plant 

11 

12 Delivery plant expendilures for 2002 include those expenditures required to provide the infrastructure for the projected customer growth, maintain existing level of service, as well as $51.0 million to improve the quality of 
service and reliability to existing customer base. In October 2000, Florida Power, along with Florida Power & light Company and Tampa Electric Company filed with the FERC an application for approval of a regional 13 
transmission organizafton, or RTO, for peninsular Florida, cunrently named GridFlorida. The FPSC has established a separate proceeding to determine the appropriate transmission organization to serve Florida. Because 

14 of subsequent uncertainties about the timing and costs of the formation of GridFlorida or another RTO, no costs related 10 the formation an RTO are included in the 2002 forecast. 

15 

16 

17 General Plant 

18 
General piant expenditures are used 10 a) provide proper equipment for new employees wilh proper equipment to perform their jobs, b) replace existing equipment that can not be propelly maintained or 

19 repaired. 

20 

21 


22 


23 NUCLEAR FUEL 


24 There are no nuclear fuel purchases projected in 2002. 


25 


26 


27 ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION· 7,81% 


28 

The system level of CWIP allowed in rate base was assumed 10 be the amount associated with work order pro;ects not eligible for AFUDC and work order projects ready for service but accruing additional expenditures. 
This amount is consislent with the amount authorized at the time this forecast was prepared. 

Supporting Schedules: Recap Schedules: 
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FLORIDA PUBLIC SERVICE COMMISSION Explanation: For a projected test year, provide a schedule of assumptions used in Type of data shown: 

developing projected or estimated data. At a minimum, state 

Company: FLORIDA POWER CORPORATION assumptions used for balance sheet, Income statement, and sales xx Projected Test Year Ended 1213112002 

forecast. Prior Year Ended xx/xxlxxxx 

Docket No. OOOB24-EI Witness: MyerslWilliamsIYoungiForehand 

Une III. Construction Budget Assumptions 

No. 

2 OVERHEADS 

3 BasiS for loading Non-Produclive Time, Indement Weather, Administrative and General Expenses, and Taxes: 

4 

6 

7 

8 

NON-PRODUCTIVE TIME Vacation 

Holiday 

$16.2 

10.2 

(Millions) 

7.92% 

4.91% 

9 SicK and Accidanl 
-C 
10-0" 

2.38% 

10 Accident (Company connected) 0.5 

11 OIher (jury duly, etc.) 1.3 

12 Tolal $ 33.2 

13 

14 ADMINISmA TlVE AND GENERAL Injlllies and Damages Liability, Claims $2.0 

lS Medical and Life 32.1 

16 Saving Plan 10.2 

17 Sharing the Success and MICP 17.2 

18 Total $ 61.5 

19 

20 TAXES FJCA $20.3 

21 Federal Unemployment 0 2  

22 Stale Unemployment 1.4 

23 Tolal $ 21.9 

24 

25 INCLEMENT WEATHER $0.8 

26 

27 TOTAL 

28 

Supporting Schedules: 

0.23% 

0.64% 

16.08% 

0.96% 

15.44% 

4.94% 

8.29% 

29.63% 

8.85% 


0.10% 


0.59% 


9.54% 


2.60% 

57.85% 

Recap Schedules' 
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FLORIDA PUBLIC SERVICE COMMISSION Explanation: For a projected test year, provide a schedule of assumptions used in Type of data shown: 

developing projected or estimated data. At a minimum, slate 

Company: FLORIDA POWER CORPORATION assumptions used for balance sheet, income slatement, and sales xx Projected Test Year Ended 1213112002 

forecast. Prior Year Ended X'11xx/xxxx 

Docket No. 000824-EI Witness: Myers 

Line IV. Balance Sheet Assumptions 

No. 

1 UTILITY PlANT 


2 


3 ELECTRIC PlANT IN SERVICE 


4 

The timing and donar amount of additions related to major projects is based on the current budget submissions from the business units. The dollar amount for minor project additions and blanket addiijons 

5 
is also based on the current budget submission from the business units. The timing of these additions is based on a percenlage of the prior month CWIP balance and historical trends. Retirements are 

6 based on known amortization schedules and historical trends. 

7 

8 PLANT PURCHASED OR SOLD N 

� 9 There is no acijvity projected for this account during 2002. 

10 


11 ELECTRIC PLANT HELD FOR FUTURE USE 


12 Existing electric plant held for future use will not be placed in service before December 31, 2002. There are no additional closings to this account projected for 2002. 


13 

14 

15 CONSTRUCTION WORK IN PROGRESS 

16 Total expenditures are derived from the 2002 Corporate Construction Budget. Allowance for Funds Used During Construction is calculated at an annual rate of 7.81 % 

17 


18 


19 ACCUMULATED PROVISION FOR DEPRECIATION 


20 Depreciation expense is derived from the Budget income statement. Plant retirements are taken from monthly Electric Plant in-service activity. 


21 


22 ACCUMULATED AMORTIZA nON OF ELECTRIC PLANT 


23 The only activity affecting this account is the monthly amortization expense from the income slatement. 


24 


25 


26 NUCLEAR FUEL 

27 There are no nudear fuel purchased projects in 2002, therefore the changes represent the forecasted nuclear fuel burn from the Production Simulation Model. 

Supporting Schedules: Recap Schedules: 



No. 

15 
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FLORIDA PUBliC SERVICE COMMISSION Explanation: For a projected test year, provide a schedule of assumptions used in Type 01data shown: 

developing projected or estimated data. At a minimum, state 

Company: FLORIDA POWER CORPORATION assumptions used for balance sheet, income statement, and sales xx Projected Test Year Ended 1213112002 

forecast. Prior Year Ended xxlxxtn:n. 

Docket No. 0OO824-EI Witness: Myers 

line IV. Balance Sheet Assumptions (Continued) 

1 NON-UTILITY PROPERTY 


2 Represents the change resulting from additions and depreciation on property assets utilized in the non-regulated business. 


3 


4 ACCUMULATED PROVISION FOR DEPRECIATION · NON·UTllITY 


5 The monthly balance wiU increase by the provision for depreciation. 


6 


7 OTHER PROPERTY AND INVESTMENTS 


N 8 OTHER INVESTMENTS 
\C 
(.;J 9 The monthly balance wiU remain unchanged for Ihe budget year. 

10 


11 


12 OTHER SPECIAL FUNDS 


13 


Primarily the Nudear Plant Decommissioning Fund The funding for decommissioning costs will occur monthly based on the last allowed level of expenses authorized by the FPSC and FERC. The 
14 

changes in 2000 are based on Company's study submitted as part of Docket No. 001835-EI. Income taxes are calculated on taxable fund earnings and are paid quarterly. The Company segregates the 

funds into RetaH and Wholesale funds and qualified/non-qualified. The qualified funds are funded with pre-tax dollars; the non-qualified funds with alter tax dollars. 

16 

17 

18 CURRENT AND ACCRUED ASSETS 


19 CASH 


20 Monthly balances are derived from the budgeted cash forecast . 

21 


22 SPECIAL DEPOSITS 


23 Monthly balances related to deposits on mortgaged property sold or destroyed are assumed to be zero. Monthly balances related to condemnation proceedings will remain constant 


24 throughout the test year. 


25 


26 WORKING FUNDS 


27 Assumed that the monthly balance of working funds for employees and various company offices would be constant. 

Supporting Schedules: Recap Schedules: 
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FLORIDA PUBLIC SERVICE COMMISSION Explanation: For a projected test year, provide a schedule of assumptions used in Type of data shown: 

developing projected or estimated data. At a minimum, state 

Company: FLORIDA POWER CORPORATION assumptions used for balance sheet, income stat!lment, and sales xx Projected Test Year Ended 1213112002 

forecast. Prior Year Ended XlIXlIxxxx 

Docket No. 000824-EI Witness: Myers 

Une IV. Balance Sheet Assumptions (Continued) 

No. 

1 CURRENT ACCRUED ASSETS 


2 TEMPORARY CASH INVESTMENT 


3 Temporary cash investments are a function 01 the budgeted cash receipts and disbursements. 


4 


5 NOTES RECEIVABLE 


6 Notes receivable is assumed to remain constant for the budget year. 


7 

N 8 NOTES AND ACCOUNTS RECEIVABLE FROM ASSOCIATED COMPANIES 

\C) 

"'" 
 9 The monthly balances in accounts receivable from associated companies wlll remain constant for the year. 

10 


11 ACCOUNTS RECEIVABLE 


12 
The monthly balances for Customer Accounts Receivable was projected assuming that 42% of a lorecasted monlhs revenue would be received as cash Ihat monlh and 58% would be collected in the 

13 subsequent month. The allowance for bad debts was maintained at historical write-off levels and increased only due to customer and revenue growth. 


14 


MATERIALS AND SUPPLIES 

16 The monthly net additions for materials and supply inventory are derived from the Company's Corporate Mode! and will remain constant throughout the year. 


17 


18 FUEL STOCK 


19 
The Iue! inventory level was projected by subtracting the estimated cost of the fuel bum as determined by the Production Simulation Model and Ihe average inventory cost and adding the projected costs to 

20 purchase additional fuel at forecasted prices sufficient to bring inventory to targeted quantity levels. 


21 


22 PREPAYMENTS 


23 Monlhly balances based on expected payment dates for insurance and the related amortization period for these amounts. 


24 


25 ACCRUED UTILITY REVENUES 


26 

27 

The value 01 the unbilled KWH reflects the weighted average (by revenue class) of the base revenues for each month. 

Supporting Schedules: Recap Schedules: 



14 

25 

SCHEDULE F-17 Page 21 of 25 

FLORIDA PUBLIC SERVICE COMMISSION Explanation: For a projected lest year, provide a schedule 01 assumptions used in Type of data shown: 

developing projected or estimated data. At a minimum. state 

Company: FLORIDA POWER CORPORATION assumptions used for balance sheet. income statement, and sales xx Projected Test Year Ended 12/31/2002 

forecast. Prior Year Ended x'tlxxlxxxx 

Docket No. 000824-EI 

Line 

No. 

OTHER CURRENT ASSETS 

IV. Balance Sheet Assumptions (Continued) 

Witness: Myern 

2 The change in other current assets rellects the change to prepaid pension cost wIlich results in the pension credit on the income statement. All other asset accounts will remain constant during the year. 

3 

4 DEFERRED DEBITS 

5 UNAMORTIZED DEBT EXPENSE 

6 Monthly balances are assumed to change by the amortization expense on existing issues of debt and the assumed additional expenses associated with new long-term financing. 

7N 
loCI 
til 8 EXTRAORDINARY PROPERTY LOSSES 

9 No new property losses are forecasted for the year. 

10 

11 PRELIMINARY SURVEY AND INVESTIGATION 

12 There are no additions to this account projected for the test year. There is no balance assumed in the budget. 

13 

CLEARING ACCOUNTS 

15 The monthly balances are based on historical activity. 

16 

17 MISCELLANEOUS DEFERRED DEBITS 

18 

The monthly balance for miscellaneous job orders is based on historical trends. The monthly balance related to energy conservation load management devices is assumed 10 change by the amount of 
19 

additional investment and amortization expenses. The monthly balances related to accumulated deferred fuel expenses will be derived from the Budget income statement. The monthly balances related to 
20 accumulated deferred ECCR expenses will be derived from the Budget income statement. 

21 

22 RESEARCH AND DEVELOPMENT EXPENDITURES 

23 The expenditures are assumed to be cleared to the appropriate accounts in the current month, therefore, there is no monthly balance. 

24 

ACCUMULATED DEFERRED INCOME TAXES 

26 The net monthly provision for deferred taxes is as provided in the Budget income statement. 

27 

Supporting Schedules: Recap Schedules: 
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FLORIDA PUBLIC SERVICE COMMISSION Explanation: For a projected test year, provide a schedule of assumptions used in Type of data shown: 

developing projected or estimated data. At a minimum, state 

Company: FLORIDA POWER CORPORATION assumptions used for balance sheet, income statement, and sales xx Projected Test Year Ended 1213112002 

Docket No. 000824-EI 

Une 

No. 

forecast. 

IV. Balance Sheet Assumptions (Continued) 

Prior Year Ended 

Witness: 

xxlxxlxxxx 

Myers 

1 PROPRIETARY CAPIT At 

2 COMMON STOCK 

3 No changes are exepected during 2002 

4 

5 PREFERRED STOCK 

6 No changes are expected during the year. 

7 

t,J 8 OTHER PAID IN CAPITAL 
-= 
<:1\ 9 No changes are expected during the year. 

10 

11 UNAPPROPRIATED RETAINED EARNINGS 

12 The projected monthly balances are expected to increase by the monlhly earnings applicable to common from the Budget income 

13 statement and will be reduced by expected common dividends to be paid during the year. 

15 

16 LONG·TERM DEBT 

17 

18 FIRST MORTGAGE BONDS 

19 

20 No new issues of long-term debt are included in the 2002 forecast. Redemption of $30 million of 6.54% Medium Term Notes in July 2002 along with redemption of $1.1 million of the Sebring issue in April and October. 

21 

22 

23 

24 

25 

26 

27 

Supporting Schedules: Recap Schedules: 
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FLORIDA PUBLIC SERVICE COMMISSION Explanation: For a projected test year, provide a schedule of assumptions used in Type 01 data shown: 

developing projected or estimated data. At a minimum, state 

Company: flORIDA POWER CORPORATION assumptions used for balance sheet, income statement, and sales xx Projected Test Year Ended 1213112002 

forecast. Prior Year Ended xxlxxlxxxx_ 

Docket No. 000824-EI Wdness: Myers 

Une 

No. 

1 NON..cURRENT LIABILITIES 

IV. Balance Sheet Assumptions (Continued) 

2 


3 ACC PROVISION - RATE REFUND 


4 The liability will decrease as monthly payments are made. 


5 


6 


7 PROPERTY INSURANCE RESERVE 


' 8 The account balance will change by the January accrual for storm damage as shown on the income statement. Insurance deductible has been reached. 

:s 9 

10 

11 CURRENT AND ACCRUED LIABILITIES 

12 NOTES PAYABLE 

13 Short-term borrowing requirements are as determined in the Budget cash forecast. 

14 

15 


16 ACCOUNTS PAYABLE 


17 The monthly balances for fuel, purchased power, trade payables and Nuclear Fuel Disposal Cost are derived from the Company's Corporate Model. 


18 


19 


20 ACCOUNTS PAYABLE TO ASSOCIATED COMPANY 


21 The monlhly balances are derived from information provided by Associated Companies. 


22 


23 


24 CUSTOMER DEPOSITS 


25 The growth rate is based upon a histOrical trends. 


26 


27 

SUpporting Schedules: Recap Schedules' 
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FLORIDA PUBLIC SERVICE COMMISSION 

Company: FLORIDA POWER CORPORATION 

Docket No. 000824-EI 

Explanation: For a projected test year, provide a schedule of assumptions used in 

developing projected or estimated data. At a minimum, state 

assumptions used for balance sheet, income statement. and sales 

forecast. 

Type of data shown: 

xx Projected Test Year Ended 

Prior Year Ended 

Wrtness: 

1213112002 

xxlxx/rox 

Myers 

Line 

No. 

IV. Balance Sheet Assumptions (Continued) 

1 CURRENT AND ACCRUED LIABILITIES 

2 TAXES ACCRUED 

3 The monthly balances are assumed to increase by !he accruals as shown in the Budget income statement and decrease by the 

4 quarterly cash disbursements. 

5 

6 INTEREST ACCRUED 

7 The monthly balances are assumed to increase by the accruals as shown in the Budget income statement and decrease by 

h) 8 the cash disbursements. 
IoC 
QC 9 

10 DIVIDENDS DECLARED - COMMON STOCK 

11 Dividends declared and paid in !he current mon!h. 

12 

OTHER TAX COLLECTIONS PAYABLE 

14 The mon!hly tax accruals comes from !he Budget income statement. Payments for other taxes are derived from an analysis of each specific 'Other Tax' 

15 

16 

17 MISCELLANEOUS CURRENT AND ACCRUED LIABILITIES 

18 The monthly balances are determined by indMdual analysis of each account. 

19 

20 

21 DEFERRED CREDITS 

22 CUSTOMER ADVANCES 

23 The monthly balance is assumed to remain constant for the year. 

25 


26 MEDICAL & LIFE RESERVE· RETIREES 


27 The reserve balance will c hange as a result of the retiree medical accrual as reflected on !he income statement and decreased by the expected cash payments based on historical trends. 


Supporting Schedules: Recap Schedules: 
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flORIDA PUBLIC SERVICE COMMISSION Explanation: For a projected test year, provide a schedule of assumptions used in Type of data shown: 

developing projected or estimated data. At a minimum, state 

Company: FLORIDA POWER CORPORATION assumptions used for balance sheet, income statement, and sales xx Projected Test Year Ended 1213112002 

forecast. Prior Year Ended xxlxx1xxxx 

Docket No. 000824-EI Wllness: Myers 

line IV. Balance Sheet Assumptions (Continued) 

No. 


1 


2 NUCLEAR REFUELING AND MAINTENANCE OUT AGE RESERVE 


3 

The reserve balance increases by the monthly accrual for the 2003 outage as reflected on the income statement and decreases by some minor expenses incurred in 2002 and appropriately charged to the 

4 2003 outage. 

5 

6 OTHER DEFERRED CREDITS 

7 The monthly actiVity related to deferred fuel revenues win be taken from the Budget income statement. Other deferred credits are based on historicallrends. 

N 8 
loCI 
loCI 9 

10 ACCUMULATED DEFERRED INVESTMENT TAX CREDIT 

11 The net monthly balance for inveslrnent tax credit is determined from the aclMly shown in the Budget income statement. 

12 

13 

14 REGULATORY ASseT · DEFERRED LIABILITY FAS 109 

15 Monthly balances reflect changes on !he income statement. 

16 

17 

18 

19 ACCUMULATED DEFERRED INCOME TAXES 

20 ACCELERATED AMORTIZATION PROPERTY, OTHER PROPERTY, AND NON·PROPERTY 

21 The net monthly balance will be determined from the Budget income statement. 


22 


23 

24 


25 


26 

27 

Supporting Schedules; Recap Schedules: 




