
(Writer's Direct Dial No. 727-820-5587) 

R. ALEXANDER GLENN 
Deputy Generat Counsel - Florida 

March 3 1 , 2006 

VIA HAND DELIVERY 

Ms. Blanca S. Bay6 
Division of the Commission Clerk 
and Administrative Services 

Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399-0850 

Re: Docket No. 041267-EI; Consummation Report for 2005 

Dear Ms. Bayi,: 

Pursuant to Commission Order No. PSC-04- 1 1 83-FOF-E17 issued December 1,2004 in the 
subject docket, and Rule 25-8.009, Florida Administrative Code, enclosed for filing on behalf of 
Progress Energy Florida, hc., is its Consummation Report for 2005, including Exhibits (I)-a, (l)-d, 

(5)-a and (5)-b. All other exhibits have been previously filed with the Commission and are 
incorporated into the Report by reference. 
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Please acknowledge your receipt of the above filing by file stamping a copy of this letter and 
retuming to the undersigned. Thank you for your assistance in this matter. 

Very truly yours, b 

R. Alexander G l e d  
Deputy General Counsel 
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cc: Office of Public Counsel 
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BEFORE THE 

FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: APPLICATION OF PROGRESS ENERGY 1 
FLORIDA, N C .  FOR AUTHORITY TO 1 
ISSUE AND SELL SECURITIES DURING 1 DOCKET NO. 041267-E1 
2005 PURSUANT TO FLORIDA STATUTES 

FLORIDA mMINISTRATTVE CODE 

) 
SECTION 366.04 AND CHAPTER 25-8, 

The Applicant, Progess Energy Florida, hc , ,  formerly Florida Power Corporation, (the 

Tompany”), pursuant to Commission Order No. PSC-03-1439-FOF-E1 issued December 22, 2003 (the 

“Order”), and Rule 25-8.009, Florida Administrative Code, hereby files its Consun“tioii Report for 2005 

as directed by the terms of the Order and states as follows. 

The Company did not issue any medium-term notes 01- other debt or equity securities during 

calendar year 2005, except for (i) commercial paper; (ii) notes that were delivered to various banks to 

evidence the Company’s new five-year revolving credit agreement; (iii) $300 million aggregate 

principal amount of First Mortgage Bonds; (iv) $450 million aggregate principal amount of Series A 

Floating Rate Senior Notes, and (v) a note that was delivered to evidence loans to the Company from the 

Utility Money Pool established pursuant to a Utility Money Pool Agreement, dated as of December 4, 

2000 by and among Progress Energy Inc., a North Carolina corporation and a registered holding 

company under the Public Utility Holding Company Act of 1935, as amended, and its utility 

subsidiaries, including the Company. 



The Company regularly issues commercial paper for ternis up to but not exceeding 270 days 

from the date of issuance. The commercial paper is issued pursuant to a Commercial Paper Dealer 

Agreement dated December 22, 1988 with Merrill Lynch Money Markets Inc., as amended by a Letter 

Agreement dated November 18, 1997 (the “Merrill CP Agreement”), a Letter Agreement dated 

November 20, 1992 with Banc One Capital Markets, Inc., (successor to First Chicago Capital Markets, 

Inc.), as amended by a Letter Agreement dated December 4, 1997 (the “Banc One CP Agreement”), and 

a Letter Agreement dated September 29, 2004 with SunTmst Capital Markets, Inc. (the “SSunTrust CP 

Agreement”). The commercial paper is sold at a discount, including the underwriting discount of the 

commercial paper dealer, at a rate comparable to interest rates being paid in the commercial paper 

market by borrowers of  similar creditworthiness. Given the frequency of these sales, it is not practicable 

to give the details of each issue. However, the Company’s 2005 commercial paper activity can be 

summarized as follows: 

2005 Commercial Paper Activity 
($ in thousands) 

Commercial paper issued: $2,846,233,000 
Commercial paper matured: $2,867,100,000 
Average outstanding: $252,632,984 
Weighted average yield: 3.48% 
Weighted average tenn: 30.1 days 

As back-up for its commercial paper program, the Company has executed (i) a Five-Year Credit 

Agreement with Bank of America, N.A., as Administrative Agent for the lenders named therein, dated 

as of March 28, 2005, providing for long-term loans to the Company in the aggregate principal aiiiouiit 
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not exceeding $450,000,000. No loans have as yet been made to the Company pursuant to the Credit 

Agreement. 

On May 16, 2005, the Company issued $300,000,000 aggregate principal amount of its First 

Mortgage Bonds. The bonds will bear interest at the rate of 4.50% per year and will mature on June 1, 

2010. The bonds are secured by the lien of the Company’s Indenture, dated January 1, 1944, to 

JPMorgan Chase Bank, N.A., as Successor Trustee (the “Mortgage”) and ranks equally with all of the 

Company’s other first mortgage bonds from time to time outstanding. The proceeds of the issuance 

were used to reduce the Company’s outstanding balance of notes payable to affiliated companies. 

Expenses of the offering, excluding underwriting fees totaled approximately $1,500,000. 

On December 13, 2005, the Company issued $450,000,000 aggregate principal amount of Series 

A Floating Rate Senior Notes due November 14, 2008. Interest on the Senior Notes will be based on the 

three-month LIBOR plus 40 basis points and will be reset quarterly. The Senior Notes are the 

Company’s unsecured and unsubordinated obligations and will rank equally with all of the Company’s 

other unsecured and unsubordinated indebtedness from time to time outstanding. The Senior Notes will 

be effectively subordinate to all of the Company’s secured debt, including the Company’s first mortgage 

bonds. The proceeds of the issuance were used to repay the Company’s outstanding commercial paper 

balance, to repay the Company’s outstanding balance of notes payable to affiliated companies, and for 

general corporate purposes. Expenses of the offering, excluding underwriting fees totaled 

approximately $500,00O. 

The Utility Money Pool was established to coordinate and provide for certain short-temi cash 

Each utility and working capital requirements of the utility subsidiaries of Progress Energy, Inc. 

sL~lJsjdjpy wpy coiltribute fc:.,ds t- i:=s Uti]ity p & n q  pa&. K g  1a;;ns &-ougIL; 1;;e -dIiiity ;;;oilq p3g; 
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will be made to and no borrowings through the Utility Money Pool will be made by Progress Energy, 

Inc. The principal amount of each loan fi-om the Utility Money Pool, together with all interest accrued 

thereon, are to be repaid on demand and in any event within 365 days of the date on which the loan was 

made, The Company had maximum borrowings of approximately $480,726,5 19 from the Utility Money 

Pool during 2005. As of December 31, 2005, the Company had outstanding borrowings of 

approximately $12,726,233 from the Utility Money Pool. The average interest rate on outstanding 

Money Pool balances was 3.766%. 

A statement showing capitalization, pretax interest coverage, and debt interest and preferred 

stock dividend requirements at December 3 1, 2005 is attached hereto as Schedule A. 

Additional details conceming the foregoing are contained in the following exhbits filed herewith 01- 

filed with previous Consummation Reports and incorporated herein by reference (with the exhibit numbers 

corresponding to the applicable paragraph number of Rule 25-8.009, Florida Administrative Code): 

Exhibit No. Description of Exhibit 

(11-a Five-Year Credit Agreement, dated as of March 28, 2005, between the 
Company, the Lenders named therein, and Bank of America, N.A., as 
administrative agent for the Lenders. 

Commercial Paper Issuer Memorandum dated November 17, 1998 of Merrill 
Lynch Money Markets Inc. (Included as Exhibit (a)-3 to the Company’s 
Consummation Report filed with the Cornmission on March 3 I, 1999 in Docket 
No. 97 13 1 1 -El, and incorporated herein by reference). 

Commercial Paper Offering Memorandum dated August 1 1, 1999 of Baiic One 
Capital Markets, Inc. ( S U C C ~ S S O ~  to First Chicago C~pital  Markets, Ins.). 
(Included as Exhibit ( 4 - 5  to the Company’s Consummation Report filed with 
the Commission on March 23, 2000 in Docket No. 981268-E1, and incorporated 
herein by reference.) 

Commercial Paper Information Memorandum dated Septeinber 29, 2004 of 
SunTrust Capita1 Markets, Inc. 
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Exhibit No. 

( W e  

(1)-h 

(1)-i 

Description of Exhibit 

The Company has entered into a Forty-fifth Supplemental Indenture, dated as of 
May I ,  2005, to its Indenture, dated January 1, 1944, as supplemented, (the 
“Mortgage”), with JPMorgan Chase Bank, N.A., as Successor Trustee, in 
connection with the issuance of the Company’s First Mortgage Bonds, 4.50% 
Series due 2010. 

Final Prospectus Supplement for the Company’s First Mortgage Bonds, 4.50% 
Series due 2010, dated May 11, 2005, with Base Prospectus dated April 4, 
2003. 

The Company has entered into an Indenture (For Debt Securities), dated as of 
December 7, 2005, with J.P. Morgan Trust Company, N.A., as Trustee, in 
connection with the issuance of the Company’s Series A Floating Rate Senior 
Notes, due 2008. 

Final Prospectus Supplement for the Company’s Series A Floating Rate Senior 
Notes, due 2008, dated December 7, 2005, with Base Prospectus dated April 4, 
2003. 

Utility Money Pool Agreement dated December 4, 2000 between Progress 
Energy, Inc., Carolina Power & Light Company, a North Carolina Corporation, 
North Carolina Natural Gas Corporation, a Delaware Corporation, Florida 
Power Corporation, and Progress Energy Service Company, LLC (solely as 
Administrator). (Included as Exhibit (a)-6 to the Company’s Consummation 
Report filed with the Commission on April 2, 2001 in Docket No. 991525E1, 
and incorporated herein by reference.) 

Opinion of Huntoii 8t Williains, Counsel to the Company, dated March 28, 
2005, to Bank of America, N A . ,  as administrative agent for the Lenders, 
regarding the legality of the Five-Year Credit Agreement. 

Opinion of R. Alexander Glenn, Associate General Counsel of Progress Energy 
Service Company, LLC, on behalf of the Company, dated March 28, 2005, to 
Bank of America, N.A., as administrative agent for the Lenders, regarding the 
1 egality of the Five-Y e ar Credit Agreement. 

Opinion of R. Alexander Glenn, Deputy General Counsel - Florida for Progress 
Energy Service Company, LLC, on behalf of the Company, dated May 16, 

legality of the issuance of the Company’s First Mortgage Bonds, 4.50% Series 
due 2020. 

2005, to JPMorg.an Chase Ba&, fiJ.-A.? as Succ,sssor Trustee, regarding the “ Y 
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Exhibit No. Description of Exhibit 

(2W Opinion of Hunton & Williams, Counsel to the Company, dated May 16, 2005, 
to Barclays Capital Inc. and Wachovia Capital Markets, LLC, as 
Representatives of the Underwriters, regarding the legality of the issuance of 
the Company’s First Mortgage Bonds, 4.50% Series due 20 10. 

G9-e Opinion of R. Alexander Glenn, Deputy General Counsel - Florida for Progress 
Energy Service Company, LLC, on behalf of the Company, dated May 16, 
2005, to Barclays Capital Inc. and Wachovia Capital Markets, ELC, as 
Representatives of the Underwriters, regarding the legality of the issuance of 
the Company’s First Mortgage Bonds, 4.50% Series due 2010. 

Opinion of Hunton & Williams, Counsel to the Company, dated December 13, 
2005, to J.P. Morgan Trust Company, N.A., as Trustee, regarding the legality of 
the issuance of the Company’s Series A Floating Rate Senior Notes, due 2008. 

Opinion of Hunton & Williams, Couiisel to the Company, dated December 13, 
2005, to Barclays Capital Inc. and Lehrnan Brothers Inc., as Representatives of 
the Underwriters, regarding the legality ofthe issuance of the Company’s Series 
A Floating Rate Senior Notes, due 2008. 

Opinion of R. Alexander Glenn, Deputy General Counsel - Florida for Progress 
Energy Service Company, LLC, on behalf of the Company, dated December 13, 
2005, to Barclays Capital lnc. and Lehman Brothers hc., as Representatives of 
the Underwriters, regarding the legality of the issuance of the Company’s Series 
A Floating Rate Senior Notes, due 2008. 

Amendment No. 1 to Registration Statement on Form S-3 (No. 333-103974) of 
the Company as filed with the Securities and Exchange Commission on April 2, 
2003. (Filed as Exhibit (3)-c to the Company’s Consummation Report, as filed 
with the Commission on March 30, 2004, in Docket No. 021029-EI, and 
incorporated herein by reference.) 

Amendment No. 1 to Registration Statement on Form S-3 (No. 333-126967) of 
the Company as filed with the Securities and Exchange Commission on 
December 22, 2005. 

Annual Report on Form 10-K €or the fiscal year ended December 31, 2005, 
filed by the Company with the Commission under the Securities Exchange Act 
of 1934. 
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Exhibit No. Description of Exhibit 
(414 Commercial Paper Dealer Agreement dated December 22, 1998 between the 

Company and Mei-rill Lynch Money Markets Inc. (Included as Exhibit (d)-1 to 
the Company’s Consummation Report filed with the Commission on March 27, 
I997 in Docket No. 95 1229-EI, and incorporated herein by reference.) 

(4 >-e 

(414 

Letter Agreement dated November 18, 1997 from the Company to Menill 
Lynch Money Markets, Inc. regarding the increase in the maximum amount of 
Commercial Paper outstanding fiom $400 to $500 million. (Included as Exhibit 
(d)-2 to the Company’s Consumation Report filed with the Commission on 
September 22, 1997 in Docket No. 961216-EI, and incorporated herein by 
reference .) 

Letter Agreement dated November 20, 1992 between the Company and Banc 
One Capital Markets, Inc. (successor to First Chicago Capital Markets, hic.) 
reIating to the Company’s commercial paper. (Included as Exhibit (d)-2 to the 
Company’s Consummation Report filed with the Commission on March 27, 
1997 in Docket No. 95 1229-E1, and incorporated herein by reference.) 

Letter dated December 4, 2997 from the Company to Banc One Capital 
Markets, Inc. (successor to First Chicago Capital Markets, hc.)  regarding 
increase in maximum amount of Commercial Paper outstanding fiom $400 to 
$500 million. (Included as Exhibit (d)-2 to the Company’s Consummation 
Report filed with the Commission on September 22, 1997 in Docket No. 
96 12 16-EI, and incorporated herein by reference). 

Commercial Paper Dealer Agreement, dated September 29, 2004, between the 
Company and SunTrust Capital Markets, Inc. (Iiichded as Exhibit (4)-a to the 
Company’s Consummation Report filed with the Conimission on March 30, 
2005 in Docket No. 030987-EI, and incorporated herein by reference.) 

Underwriting Agreement, dated May 1 l ?  2005 by and among the Company and 
Barclays Capital Iiic. and Wachovia Capital Markets, LLC, as Representatives 
of the Underwriters, in connection with the offering of $300,000,000 aggregate 
principal amount of the Company’s First Mortgage Bonds, 4.50% Series due 
2010 and registered with the Securities and Exchange Commission on Form S-3 
(Reg. No 333-103974). 

Underwriting Agreement, dated Recember 7, 2005 by and among the Company 
and Barclays Capital Inc. and Lehman Brothers Inc., as Representatives of the 
Underwriters, in connection with the offering of $450,000,000 aggregate 
principal amount of the Company’s Series A Floating Rate Senior Motes, due 
2008 and rzgisiered with tile Securities and Exchange Commission on Fonn 5-3 
(Reg. No 333403974), 
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Exhibit No. Description of Exhibit 

(5)-a Statement as to Underwriters’ Fees incurred in connection with the offering ,of 
the Company’s First Mortgage Bonds, 4.50% Series due 2010. 

( 9 - b  Statement as to Underwriters’ Fees incurred in connection with the offering of 
the Company’s Series A Floating Rate Senior Notes, due 2008. 
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Respectfully submitted this 30t” day of March, 2006. A 

V R. Alexander Glenn 
Deputy General Counsel 
Progress Energy Service Company, LLC 
Post Office Box 14042 
St. Petersburg, FL 33733-4042 
Telephone: 727-820-5 184 

Attorney for 
PROGRESS ENERGY FLORIDA, INC. 
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Schedute A 

FLORIDA POWER CORPORATION 
SELECTED FINANCIAL DATA 

CAPITALIZATION: 

Florida Power's Capitalization at December 31,2005: 

Amount 
Outstanding 
(in millions) 

Debt: Interest Rate 

First Mortgage bonds 

Pollution control refunding revenue bonds 

Senior Unsecured Notes 

Medium-term notes 

Borrowing under 5-Year Credit Facility 

Maturing 2008 through 2033 5.39% (a) $ 1,630.0 

Secured by Mortgage, Maturing 201 8 through 2027 3.07% (a) $ 240.9 

Maturing 2008 4.88% (a) $ 450.0 

Maturing 2006 through 2028 6.77% (a) $ 288.8 

Facility Expires 201 0 NA (a) $ 
Discount being amortized over term of bonds $ fS.0) 

Total long-term debt $ 2,601.7 
Notes payable (Commercial Paper & Credit Facility Borrowings) 

Total debt 
$ 102.0 
$ 2,703.7 

Preferred stock: 

Without sinking funds, not subject to mandatory redemption: 

Current 
Redemption Shares 

Dividend Rate Price Outstanding 

Total preferred stock 

Common stock equity 
Total capitalization 

4.00% Series $ 104.25 39,980 $ 4.0 
4.40% Series $ 102.00 75,000 $ 7.5 
4.58% Series $ 101 .OO 99,990 $ 10.0 
4.60% Series $ 103.25 39,997 $ 4.0 
4.75% Series $ 102.00 80,000 $ 8.0 

334,967 (b) $ 33.5 

$ 2,595.0 
$ 5,332.2 

(a) Weighted average interest rate at December 31,2005 
(b) Total authorized shares outstanding at December 31,2005: 335,000 

PRE-TAX INTEREST COVERAGE: 

Florida Power's pre-tax interest coverage for 2005 was 

DEBT INTEREST: 

Florida Power's debt interest charges for 2005 were 

PREFERRED STOCK DIVIDEND REQUIREMENTS: 

Florida Power's preferred stock dividend requirements for 2005 were 

3.8 

$ 134mill ion 

$ I .5 million 



EXECUTION COPY 

(five-year) 
$450,000,000 

CREDIT AGREEMENT 
Dated as ofMarch 28, 2005 

FLORIDA POWER CORPORATION d/b/a PROGRESS ENERGY FLORIDA, TNC. 
(Campafly) 

THE BANKS LISTED ON THE SIGNATURE PAGES HEREOF 
(Banks) 

and 

THE OTHER LENDERS FROM TIME TO TIME 
PARTY HERETO 

(Lenders) 

and 

BANK OF AMERICA, N.A. 
(Adm in is tra tive Agent) 

BARCLAYS BANK PLC 
(Syndication Agent) 

and 

BANK OF AMERICA SECURITIES LLC 

and 

BARCLAY S CAPITAL, 
the investment banking division of Barclays Bank PLC 

(Joint Lead Arrangers) 
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CREDIT AGREEMENT 

This Credit Agreement dated as of March 28, 2005 (this “Agreement”) by and among 
FLORIDA POWER CORPORATION d/b/a PROGRESS ENERGY FLORIDA, DX., a Florida 
corporation (the “Company”), the banks listed on the signature pages hereof (the “Banks”), the 
other Lenders parties hereto fi-om time to time, BARCLAYS BANK PLC, as Syndication Agent, 
BANC OF AMERICA SECURITIES LLC and BARCLAYS CAPITAL, the investment banking 
division of Barclays Bank PLC, as Joint Lead Arrangers (the “Arrangers”), and BANK OF 
AMERICA, N.A. (“Bank of America”), as Administrative Agent for the Lenders (as hereinafter 
defined) hereunder. 

ARTICLE I 
DEFINITIONS AND ACCOUNTING TERMS 

SECTION 1.01, Certain Defined Terms. 

As used in this Agreement, the following terms shall have the following meanings (such 
meanings to be equally applicable to both the singular and plural forms of the terms defined): 

“Administrative Agent” means Bank of America in its capacity as administrative 
agent for the Lenders, or any successor administrative agent. 

“A dm inistrative Questionn a i d ’  means an Administrative Questionnaire in a 
form supplied by the Administrative Agent. 

‘‘Advance” means an advance by a Lender to the Company as part of a Borrowing 
and refers to a Base Rate Advance or a Eurodollar Rate Advance, each of which shall be a 
“Type” of Advance. 

“Affiliate” means, as to any Person, any other Person that, directly or indirectly, 
through one or more intermediaries, Controls, is Controlled by, or is under common 
Control with such Person or is a director or officer of such Person. 

“Applicable Lending Office” means, with respect to each Lender, (i) such 
Lender’s Domestic Lending Office in the case of a Base Rate Advance, or (ii) such 
Lender’s Eurodollar Lending Office, in the case of a Eurodollar Rate Advance. 

“Applicable Margin” means on any date, the rate per annum set forth below for 
the applicable Type of Advance, determined by reference to the ratings assigned to the 
Reference Securities: 



Basis for 
Pricing 

LEVEL 5 
If the 
Reference 
Securities are 
rated lower 
than Level 4 
but at least 

ox at least 
Baa3 by 
Moody’s 

0.575% 

BBB- by S&P 

Eurodollar 
Rate 

LEVEL 6 
If the 
Reference 
Securities are 
rated lower 
than Level 5 
or unrated 

0.750% 

Base Rate 0.0% 

LEVEL 1 
If the 
Reference 
Securities 
are rated at 
least A by 
S&P or at 
least A2 by 
Moody’s 

0.270% 

0. 0% 0.0% 

~~ 

LEVEL 2 
If the 
Reference 
Securities are 
rated lower 
thanLevel 1 
but at least A- 
by S&P or at 
least A3 by 
Moody’s 

0.2 7 5 Yo 

0.0% 

LEVEL 3 
If the 
Reference 
Securities are 
rated lower 
than Level 2 
but at least 
BBB+ by 
S&P or at 
least Baal by 
Moody’s 

0.375% 

0.0% 

LEVEL 4 
If the Reference 
Securities are 
rated lower than 
Level 3 but at 
least BBB by 
S&P or at least 
Baa2 by 
Moody’s 

0.450% 

0.0% 

The Applicable Margin will increase by 0.125% at any time that more than 50% of the 
Commitments are utilized. The Applicable Margin will be redetermined on the date of 
any change in the rating assigned by S&P or Moody’s, as the case may be, to the 
Reference Securities. If and so long as an Event of Default shall have occurred and shall 
be continuing, the Applicable Margin will increase by 2.00%. If the ratings assigned to 
the Reference Securities by S&P and Moody’s are not comparable @e., a “split rating”), 
and (i) the ratings differential is one category, the higher of such two ratings shall control, 
or (ii) the ratings differential is two or more categories, the rating that is one below the 
higher of the two ratings shall control. 

“Approved Fund’ means any Fund that is administered or managed by (a) a 
Lender, (b) an Affiliate of a Lender or (c) an entity or an Affiliate of an entity that 
administers or manages a Lender. 

“Arral.rgers” has the meaning specified in the introductory paragraph hereof. 

“Assignee Group” means two or more Eligible Assignees that are Affiliates of 
one another or two or more Approved Funds managed by the same investment advisor. 

“Assignment and Assumption” means an Assignment and Assumption entered 
into by a Lender and an Eligible Assignee (with the consent of any party whose consent is 
required by Section 8.07), and accepted by the Administrative Agent, in substantially the 
form of Exhibit C hereto. 

“Attributabk Indebtedness” means, on any date, (a) in respect of any capital 
lease of any Person, the capitalized amount thereof that would appear on a balance sheet 
of such Person prepared as of such date in accordance with GAAP, and (b) in respect of 
any Synthetic Lease Obligation, the capitalized amount of the remaining lease payments 
under the relevant lease that would appear on a balance sheet of such Person prepared as 
of such date in accordance with GAAP if such lease were accounted for as a capital lease. 

‘‘Bank” has the meaning specified in the introductory paragraph hereof. 
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“Base Rate” means, for any period, a fluctuating interest rate per annum as shall 
be in effect from time to time, which rate per annum shall at all times be equal to the 
higher from time to time oE 

(i) the rate of interest announced publicly by Bank of America, from 
time to time, as Bank of America’s prime rate; and 

(ii) 1/2 of one percentper annum above the Federal Funds Rate in 
effect from time to time. 

The “prime rate” is a rate set by Bank of America based upon various factors 
including Bank of America’s costs and desired return, general economic conditions and 
other factors, and is used as a reference point for pricing some loans, which may be 
priced at, above, or below such announced rate. Any change in such rate announced by 
Bank of America shall take effect at the opening of business on the day specified in the 
public announcement of such change. 

“’Base Rate Advance” means an Advance that bears interest as provided in 
Section 2.07(a). 

“Bank of America” has the meaning specified in the introductory paragraph 
hereof, and shall include its successors and assigns. 

“Borrowing” means a borrowing consisting of simultaneous Advances of the 
same Type made by each of the Lenders pursuant to Section 2.01 or Converted pursuant 
to Section 2.09 or 2.10. 

“Bushem Day” means a day of the year on which banks are not required or 
authorized to close in the State where the Domestic Lending Office of the Administrative 
Agent is located and, if the applicable Business Day relates to any Eurodollar Rate 
Advances, on which dealings are carried on in the London interbank market. 

“Change of Control” means the occurrence, after the date of this Agreement, of 
(i) any Person or “group” (within the meaning of Rule 13(d) or 14(d) of the Securities 
and Exchange Commission under the Exchange Act), directly or indirectly, acquiring 
beneficial ownership of or control over securities of Progress Energy, Inc., representing 
in excess of 30% of the combined voting power of all securities of Progress Energy, Inc. 
entitled tu vote in the election of directors of Progress Energy, Inc. or (ii) Progress 
Energy, Inc. shall fail to own, directly or indirectly, 95% of all securities of the Company 
entitled to vote in the election of directors of the Company. 

4‘Closing Date” means the first date all the conditions precedent in Section 3.0 1 
are satisfied or waived in accordance with Section 8.01. 

“Commitment” has the meaning specified in Section 2.01. 

“Company” has the meaning specified in the introductory paragraph hereof. 
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“Cumpuny Materials” has the meaning specified in Section S.OZ(d). 

“Cunsolidated” refers to the consolidation of the accounts of the Company and its 
Subsidiaries in accordance with GAAP, including principles of consolidation, consistent 
with those applied in the preparation of the financial statements referred to in Section 
4.0 1 (e). 

“Control” means the possession, directly or indirectly, of the power to direct or 
cause the direction of the management or policies of a Person, whether through the ability 
to exercise voting power, by contract 01 otherwise. “ContrsZZing” and “Controlled” have 
meanings correlative thereto. 

“Convert”, “Conversiolz” and “Converted” each refers to a conversion of 
Advances of one Type into Advances of another Type, or the selection of a new, or the 
renewal of the same, Interest Period for Eurodollar Rate Advances, pursuant to Section 
2.09 or 2.10. 

“Default” means any event or condition that with the giving of any notice, the 
passage of time, or both, would constitute an Event of Default. 

“Domestic Lending Office” means, with respect tu any Lender, the office of such 
Lender specified as its “Domestic Lending Office” opposite its name on Schedule 11 
hereto or such other office of such Lender as such Lender may fi-om time to time specify 
to the Company and the Administrative Agent. 

“EZigible Assignee” means (i) any other Lender, any Affiliate of a Lender or any 
Approved Fund and (ii) a Person (other than a natural person) approved by the 
Administrative Agent and the Company (such consent not to be unreasonably withheld or 
delayed and, in the case of the Company, such consent shall not be required if a Default 
or an Event of Default has occurred and is continuing); provided, that, in the case of this 
clause (ii), “Eligible Assignee” shall not include the Company or any of the Company’s 
Affiliates or Subsidiaries. 

“Environmental Laws” means any federal, state or local laws, ordinances or 
codes, rules, orders, or regulations relating to pollution or protection of the environment, 
including, without limitation, laws relating to hazardous substances, laws relating to 
reclamation of land and waterways and laws relating to emissions, discharges, releases or 
threatened releases of pollutants, contaminants, chemicak, or industrial, toxic or 
hazardous substances or wastes into the environment (including, without limitation, 
ambient air, surface water, ground water, land surface or subsurface strata) or otherwise 
relating to the manufacture, processing, distribution, use, treatment, storage, disposal, 
transport or handling of pollution, contaminants, chemicals, or industrial, toxic or 
hazardous substances or wastes. 

“Envirunmefittal Liability” means any liability, contingent or otherwise (including 
any liability for damages, costs of environmental remediation, fines, penalties or 
indemnities), of the Company or any of its Subsidiaries directly or indirectly resulting 
from or based upon (a) violation of any Environmental Law, (b) the generation, use, 
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handling, transportation, storage, treatment or disposal of any Hazardous Materials, (c) 
exposure to any Hazardous Materials, (d) the release or threatened release of any 
Hazardous Materials into the environment or (e) any contract, agreement or other 
consensual arrangement pursuant to which liability is assumed or imposed with respect to 
any of the foregoing. 

“ERISA” means the Employee Retirement Income Security Act of 1974, as 
amended from time to time, and the regulations promulgated and rulings issued 
thereunder. 

‘4Eurocurrency Liabilities” has the meaning assigned to that term in Regulation D 
of the Board of Govemors of the Federal Reserve System, as in effect from time to time. 

“Eurodollar Lending Office” means, with respect to each Lender, the office of 
such Lender specified as its “Eurodollar Lending Office” opposite its name on Schedule 
II hereto (or, if no such office is specified, its Domestic Lending Office), or such other 
office of such Lender as such Lender may from time to time specify to the Company and 
the Administrative Agent. 

“Eurodollar Rate” means, for the Interest Period for each Eurodollar Rate 
Advance comprising part of the same Borrowing an interest rate per annum equal to the 
British Bankers Association LPBOR Rate (“BBA LIBOR”), as published by Reuters (or 
other commercially available source providing quotations of BBA LLBOR as designated 
by the Administrative Agent from time to time) at 1190 a.m. (London time), two 
Business Days prior to the commencement of such Interest Period, for dollar deposits (for 
delivery on the first day of such Interest Period) with a term equivalent to such Interest 
Period. If such rate is not available at such time for any reason, then the “Eurodollar 
Rate” for such Interest Period shall be the rate per annum determined by the 
Administrative Agent to be the rate at which deposits in US.  dollars for delivery on the 
first day of such Interest Period in same day funds in the approximate amount of the 
Eurodollar Rate Advance being made, continued or converted by Bank of America and 
with a term equivalent to such Interest Period would be offered by Bank of America’s 
London Branch to major banks in the London interbank eurodollav market at their request 
at approximately 11:OO a.m. (London time) two Business Days prior to the 
commencement of such Interest Period. 

“Eurodollar Rate Advance” means an Advance that bears interest as provided in 
Section 2.07(b). 

“Eurodollar Rate Reserve Percentage” of any Lender for the Interest Period for 
any Eurodollar Rate Advance means the reserve percentage (expressed as a decimal, 
carried out to five decimal places) applicable during such Interest Period (or if more than 
one such percentage shall be so applicable, the daily average of such percentages for 
those days in such Interest Period during which any such percentage shall be so 
applicable) under regulations issued from time to time by the Board of Govemors of the 
Federal Reserve System (or any successor) for determining the maximum reserve 
requirement (including, without limitation, any emergency, supplemental or other 

5 



marginal reserve requirement) for such Lender with respect to liabilities or assets 
consisting of or including Eurocurrency Liabilities having a term equal to such Interest 
Period. 

“Events of Default” has the meaning assigned to that term in Section 6.01. 

“Exchange Act” means the Securities Exchange Act of 1934, and the regulations 
promulgated thereunder, in each case as amended and in effect from time to time. 

“Existing Facilities” refers to those credit agreements listed on Schedule I hereto. 

“Federal Funds Rate” means, for any period, a fluctuating interest rate per 
annum equal for each day during such period to the weighted average of the rates on 
overnight Federal funds transactions with members of the Federal Reserve System 
arranged by Federal funds brokers on such day, as published by the Federal Reserve Bank 
of New York on the Business Day next succeeding such day; provided that (a) if such day 
is not a Business Day, the Federal Funds Rate for such day shall be such rate on such 
transactions on the next preceding Business Day as so published on the next succeeding 
Business Day, and (b) if no such rate is so published on such next succeeding Business 
Day, the Federal Funds Rate for such day shall be the average rate (rounded upward, if 
necessary, to a whole multiple of 1/100 of 1%) charged to Bank of America on such day 
on such transactions as determined by the Administrative Agent for all of its loans on 
which interest is determined based on the Federal Funds Rate. 

“First Mortgage Bonds” means those bonds issued by the Company pursuant to 
the Mortgage. 

“FPSC Order” means the order by the Florida Public Service Commission that 
authorizes the Company to execute, deliver and perform this Agreement. 

“Fund” means any Person (other than a natural person) that is (or will be) 
engaged in making, purchasing, holding or otherwise investing in commercial loans and 
similar extensions of credit in the ordinary course of its business. 

“GAAP” means, with respect to the covenants contained in Section 5.01 and all 
defined terms relating thereto, generally accepted accounting principles in the United 
States of America in effect on the date hereof and consistent with those used in the 
preparation of the most recent financial statements referred to in Section 4.01(e) and, for 
all other purposes under this Agreement, generally accepted accounting principles in the 
United States of America in effect from time to time. 

“Guaranty” of any Person means any obligation, contingent or otherwise, of such 
Person (i) to pay any Liability of any other Person or to otherwise protect, or having the 
practical effect of protecting, the holder of any such Liability against loss (whether such 
obligation arises by virtue of such Person being a partner of a partnership or participant in 
a joint venture or by agreement to pay, to keep well, to purchase assets, goods, securities 
or services or to take or pay, or otherwise) or (ii) incurred in connection with the issuance 
by a third Person of a Guaranty of any Liability of any other Person (whether such 

6 



obligation arises by agreement to reimburse or indemnify such third Person or otherwise). 
The word “Guarantee” when used as a verb has the correlative meaning. 

“Indebtedness” of any Person means (i) any obligation of such Person for 
borrowed money, (ii) any obligation of such Person evidenced by a bond, debenture, note 
or other similar instrument, (iii) any obligation of such Person to pay the deferred 
purchase price of property or services, except a trade account payable that arises in the 
ordinary course of business but only if and so long as the same is payable on customary 
trade terms or terms consistent with prior practices of the Company prior to the Closing 
Date, (iv) any obligation of such Person as lessee under a capital lease or any Synthetic 
Lease Obligations, (v) any Mandatorily Redeemable Stock of such Person (the mount  of 
such Mandatorily Redeemable Stock to be determined for this purpose as the higher of 
the liquidation preference and the amount payable upon redemption of such Mandatorily 
Redeemable Stock), (vi) any obligation of such Person to purchase securities or other 
property that arises out of or in connection with the sale of the same or substantially 
similar securities or property, (vii) any non-contingent obligation of such Person to 
reimburse any other Person in respect of amounts paid under a letter of credit or other 
Guaranty issued by such other Person to the extent that such reimbursement obligation 
remains outstanding after it becomes non-contingent, (viii) any Indebtedness of others 
secured by (or for which the holder of such Indebtedness has an existing right, contingent 
or otherwise, to be secured by) a mortgage, lien, pledge, charge or other encumbrance on 
any asset of such Person, (ix) any Liabilities in respect of unfunded vested benefits under 
plans covered by Title IV of ERISA, and (x) any Indebtedness of others Guaranteed by 
such Person. 

For all purposes hereof, the Indebtedness of any Person shall include the 
Indebtedness of any partnership or joint venture (other than a joint venture that is itself a 
corporation or limited liability company) in which suck Person is a general partner or a 
joint venturer, unless such Indebtedness is expressly and effectively made non-recourse 
to such Person. The amount of any capital lease or Synthetic Lease Obligation as of any 
date shall be deemed to be the amount of Attributable Indebtedness in respect thereof as 
of such date. 

“Infomatiorz” has the meaning specified in Section 8.16. 

“Interest Period” means, for each Eurodollar Rate Advance comprising part of 
the same Borrowing, the period commencing on the date of such Advance or the 
Conversion of any Advance to such Advance and ending on the last day of the period 
selected by the Company pursuant to the provisions below and, thereafter, each 
subsequent period commencing on the last day of the immediately preceding Interest 
Period and ending on the last day of the period selected by the Company pursuant to the 
provisions below. The duration of each such Interest Period shall be one, two, three or 
six months, as the Company may, in the Notice of Borrowing given by the Company to 
the Administrative Agent pursuant to Section 2.02, select; provided, howevev, that: 

(i) the Company may not select any Interest Period that ends after the 
C ommi tment Termin at ion Date ; 

7 



(ii) Interest Periods commencing on the same date for Advances 
comprising the same Borrowing shall be of the same duration; and 

(iii) whenever the last day of any Interest Period would otherwise occur 
on a day other than a Business Day, the last day of such Interest Period shall be 
extended to occur on the next succeeding Business Day; provided that if such 
extension would cause the last day of such Interest Period to occur in the next 
following calendar month, the last day of such Interest Period shall occur on the 
next preceding Business Day. 

The Administrative Agent shall promptly advise each Lender by telex, telecopy 
transmission or cable of each Interest Period so selected by the Company. 

“Lenders” means the Banks listed on the signature pages hereof and each Eligible 
Assignee that shall become a party hereto pursuant to Section 8.07. 

“Liability” of any Person means any indebtedness, liability or obligation of or 
binding upon, such Person or any of its assets, of any kind, nature or description, direct or 
indirect, absolute or contingent, due or not due, contractual or tortious, liquidated or 
unliquidated, whether arising under contract, applicable law, or otherwise, whether now 
existing or hereafter arising. 

“Majority Lenders” means at any time Lenders holding more than 50% of the 
then aggregate unpaid principal amount of the Advances, or, if no such principal amount 
is then outstanding, Lenders having more than 50% of the Commitments (pvovided that, 
for purposes hereof, neither the Company, nor any of its Affiliates, if a Lender, shall be 
included in (i) the Lenders holding such amount of the Advances or having such amount 
of the Commitments or (ii) determining the aggregate unpaid principal amount of the 
Advances or the total Commitments). 

“Mandatorily Redeemable Stock” means, with respect to any Person, any share of 
such Person’s capital stock to the extent that it is (i) redeemable, payable or required to be 
purchased or otherwise retired or extinguished, or convertible into any Indebtedness or 
other Liability of such Person, (ii) at a fixed or determinable date, whether by operation 
of a sinking fund or otherwise, (iii) at the option of any Person other than such Person or 
(iv) upon the occurrence of a condition not solely within the control of such Person, such 
as a redemption required to be made out of future earnings or (v) convertible into 
Mandatorily Redeemable Stock. 

“Moody’s” means Moody’s Investors Service, Inc., or any successor thereto. 

“Mortgage” means the Indenture, dated as of January I, 1944, between the 
Company, Guaranty Trust Company of New York and the Florida National Bank of 
Jacksonville, as modified, amended or supplemented from time to time. 

“MuZtiempZoyer R a d ’  means a “multiemployer plan” as defined in  Section 
4001(a)(3) of ERISA. 
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“Notice of Borruwing” has the meaning specified in Section 2,02(a). 

“Notice of Conversion’? has the meaning specified in Section 2.10. 

“OECD” means the Organization for Economic Cooperation and Development. 

“Participant” has the meaning specified in Section 8.07(e). 

“Person” means an individual, partnership, corporation (including a business 
trust), limited liability company, joint stock company, trust, unincorporated association, 
joint venture or other entity, or a foreign state or political subdivision thereof or any 
agency of such state or subdivision. 

“Plan” means an employee benefit plan (other than a Multiemployer Plan) 
maintained for employees of the Company or any of its Affiliates and covered by Title IV 
of ERISA. 

‘‘PZatfurm’’ has the meaning specified in Section 8.02(c). 

“Public Lender” has the meaning specified in Section 8.02(c). 

“Reference Securities” means the long-term unsecured senior, non-credit 
enhanced debt of the Company. 

“Register” has the meaning specified in Section 8,07(c). 

“Related Parties” means, with respect to any Person, such Person’s Affiliates and 
the partners, directors, officers, employees, agents, advisors and representatives of such 
Person and of such Person’s Affiliates. 

“Responsible Officer’’ means the President, any Vice President, the Chief 
Financial Officer, the Treasurer, the Controller or any Assistant Treasurer of the Company 
the signatures of whom, in each case, have been certified to the Administrative Agent and 
each other Bank pursuant to Section 3.Ol(a)(iii), or in a certificate delivered to the 
Administrative Agent replacing or amending such certificate. Each Lender may 
conclusively rely on each certificate so delivered until it shall have received a copy of a 
certificate from the Secretary or an Assistant Secretary of the Company amending, 
canceling or replacing such certificate. 

“S&P” means Standard & Poor’s Ratings Group, or any successor thereto. 

“Subsidiary’? means, with respect to any Person, any corporation or 
unincorporated entity of which more than 50% of the outstanding capital stock (or 
comparable interest) having ordinary voting power (irrespective of whether at the time 
capital stock (or comparable interest) of any other class or classes of such corporation or 
entity shall or might have voting power upon the occurrence of any contingency) is at the 
time directly or indirectly owned by said Person (whether directly or through one or more 
other Subsidiaries). 
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“Synthetic Lease Obligation” means the monetary obligation of a Person under 
(a) a so-called synthetic, off-balance sheet or tax retention lease, or (b) an agreement for 
the use or possession of property creating obligations that do not appear on the balance 
sheet of such Person but which, upon the insolvency or bankruptcy of such Person, would 
be characterized as the indebtedness of such Person (without regard to accounting 
treatment). 

“Terminatiun Date” means the earlier to occur of (i) March 28, 2010 and (ii) the 
date of termination or reduction in whole of the Commitments pursuant to Section 2.04 or 
6.01. 

“Terminatiun Event” means (i) a Reportable Event described in Section 4043 of 
ERISA and the regulations issued thereunder (other than a Reportable Event not subject 
to the provision for 30-day notice to the Pension Benefit Guaranty Corporation under 
such regulations), or (ii) the withdrawal of the Company or any of its Affiliates from a 
Plan during a plan year in which it was a “substantial employer” as defined in Section 
4001(a)(2) of ERISA, or (iii) the filing of a notice of intent to terminate a Plan or the 
treatment of a Plan amendment as a termination under Section 4041 of ERISA, or (iv) the 
institution of proceedings to terminate a Plan by the Pension Benefit Guaranty 
Corporation, or (v) any other event or condition which might constitute grounds under 
Section 4042 of ERISA for the termination of, or the appointment of a trustee to 
administer, any Plan. 

“TotaZ Capitulizatiun” means the sum of the value of the common stock, retained 
eamings and preferred and preference stock of the Company (in each case, determined in 
accordance with GAAP), plus Consolidated Indebtedness of the Company. 

SECTION I .  02. Interpretive Provisions, Computation of Time Periods. 

(a) The definitions of terms herein shall apply equally to the singular and plural 
forms of the terms defined. Whenever the context may require, any pronoun shall include the 
corresponding masculine, feminine and neuter forms. The word “will” shall be construed to 
have the same meaning and effect as the word “shall.” Unless the context requires otherwise, (i) 
any definition of or reference to any agreement, instrument or other document (including any 
organization document) shall be construed as referring to such agreement, instrument or other 
document as &om time to time amended, supplemented or otherwise modified (subject to any 
restrictions on such amendments, supplements or modifications set forth herein), (ii) any 
reference herein to any Person shall be construed to include such Person’s successors and 
assigns, (iii) the words “herein,” “hereof’ and “hereunder,” and words of similar import when 
used in this Agreement, shall be construed to refer to this Agreement in its entirety and not to 
any particular provision thereof, (iv) all references in this Agreement to Articles, Sections, 
Exhibits and Schedules shall be construed to refer to Articles and Sections of, and Exhibits and 
Schedules to, this Agreement in which such references appear, (v) any reference to any law shall 
include all statutory and regulatory provisions consolidating, amending, replacing or interpreting 
such law and any reference to any law or regulation shall, unless otherwise specified, refer to 
such law or regulation as amended, modified or supplemented from time to time, and (vi) the 
words “asset” and “property” shall be construed to have the same meaning and effect and to refer 
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to any and all tangble and intangible assets and properties, including cash, securities, accounts 
and contract rights. 

(b) In this Agreement in the computation of periods of time f?om a specified date to a 
later specified date, the word “from” means ‘%om and including;” the words “to” and “until” 
each mean “to but excluding;” and the word “through” means “to and including.” 

SECTION 1.03. Accounting Terms. 

(a) GeneraZZy. All accounting terms not specifically or completely defined herein 
shall be construed in conformity with, and all financial data (including financial ratios and other 
financial calculations) required to be submitted pursuant to th s  Agreement shall be prepared in 
conformity with, GAAP applied on a consistent basis, as in effect from time to time. 

(b) Changes in G A P .  If at any time any change in GAAP would affect the 
computation of any financial ratio or requirement set forth in this Agreement, and either the 
Company or the Majority Lenders shall so request, the Administrative Agent, the Lenders and 
the Company shall negotiate in good faith to amend such ratio or requirement to preserve the 
original intent thereof in light of such change in GAAP (subject to the approval of the Majority 
Lenders); provided that, until so amended, (i) the Company shall not be required to revise 
information previously delivered to the Administrative Agent or the Lenders to reflect such 
change, (ii) such ratio or requirement shall continue to be computed in accordance with GAAP 
prior to such change therein and (iii) the Company shall provide going forward to the 
Administrative Agent and the Lenders financial statements and other documents required under 
this Agreement or as reasonably requested hereunder setting forth a reconciliation between 
calculations. 

ARTICLE 11 
AMOUNTS AND TERMS OF THE ADVANCES 

SECTION 2.01. The Advances. 

Each Lender severally agrees, on the terms and conditions hereinafter set forth, to make 
Advances to the Company from time to time on any Business Day during the period from the 
date hereof to but excluding the Termination Date, in an aggregate amount outstanding not to 
exceed at any time the amount set opposite such Lender’s name on Schedule I1 hereto or, if such 
Lender has entered into any Assignment and Assumption, set forth for such Lender in the 
Regster maintained by the Administrative Agent pursuant to Section &.07(c), as such mount 
may be reduced or increased pursuant to Section 2.04 (such Lender’s “Commitment”). Each 
Borrowing shall be in an aggregate amount not less than $10,000,000 or an integral multiple of 
$1,000,000 in excess thereof and shall consist of Advances of the same Type made on the same 
day by the Lenders ratably according to their respective Commitments. Until the Termination 
Date, within the limits of each Lender’s Commitment, the Company may from time to time 
borrow, repay pursuant to Section 2.05 or prepay pursuant to Section 2.11(b) and reborrow under 
this Section 2.01. 
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SECTION 2.02. Making the Advances. 

(a) Each Borrowing shall be made on notice, given not later than 11:OO a.m. (New 
York City time) on the day of such proposed Borrowing, in the case of a Borrowing comprised of 
Base Rate Advances, or on the third Business Day prior to the date of the proposed Borrowing, 
in the case of a Borrowing comprised of Eurodollar Rate Advances, by the Company to the 
Administrative Agent, which shall gve  to each Lender prompt notice thereof by telex, telecopier 
or cable. Each such notice of a Borrowing (a “Notice of Burrowing”) shall be by telex, 
telecopier or cable, confirmed promptly in writing, in substantially the form of Exhibit A-1 
hereto, specifying therein the requested (i) date of such Borrowing, which date shall be a 
Business Day, (ii) Type of Advances comprising such Borrowing, (iii) aggregate amount of such 
Borrowing, and (iv) in the case of a Borrowing comprised of Eurodollar Rate Advances, the 
Interest Period for each such Advance. In the case of a proposed Borrowing comprised of 
Eurodollar Rate Advances, the Administrative Agent shall promptly notify each Lender of the 
applicable interest rate under Section 2.07(b). Each Lender shall, before 1:OO p.m. (New York 
City time) on the date of such Borrowing, make available for the account of its Applicable 
Lending Office to the Administrative Agent at its address referred to in Section 8.02, in same day 
funds, such Lender’s ratable portion of such Borrowing. After the Administrative Agent’s receipt 
of such hnds and upon fulfillment of the applicable conditions set forth in Article 111, the 
Administrative Agent will make such funds available to the Company at the Administrative 
Agent’s afore said address. 

(b) Each Notice of Borrowing shall be irrevocable and binding on the Company and, 
in respect of any Borrowing comprised of Eurodollar Rate Advances, the Company shall 
indemnify each Lender against any loss or expense incurred by such Lender solely as a result of 
any failure by the Company to fulfill on or before the date specified for such Borrowing the 
applicable conditions set forth in Article 111, including, without limitation, any loss (including 
loss of anticipated profits) or expense incurred by reason of the liquidation or reemployment of 
deposits or other funds acquired by such Lender to fund the Advance to be made by such Lender 
as part of such Borrowing when such Advance, as a result of such failure, is not made on such 
date. 

(c) Unless the Administrative Agent shall have received notice from a Lender prior to 
the proposed date of any Borrowing of Eurodollar Rate Advances (or, in the case of any 
Borrowing of any Base Rate Advances, prior to 12:OO p.m. (New York City time) on the date of 
such Advance) that such Lender will not make available to the Administrative Agent such 
Lender’s ratable portion of such Borrowing, the Administrative Agent may assume that such 
Lender has made such portion available to the Administrative Agent on the date of such 
Borrowing in accordance with subsection (a) of this Section 2.02 (or, in the case of a Borrowing 
of Base Rate Advances, that such Lender has made such portion available in accordance with and 
at the time required by Section 2.02) and may, in reliance upon such assumption, make available 
to the Company on such date a corresponding amount. In such event, if a Lender has not in fact 
made its portion of the applicable Borrowing available to the Administrative Agent, then the 
applicable Lender and the Company severally agree to pay to the Administrative Agent (without 
duplication) forthwith on demand such corresponding amount in immediately available funds 
with interest thereon, for each day from and including the date such amount is made available to 
the Company to but excluding the date of payment to the Administrative Agent, at (x) in the case 
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of a payment to be made by such Lender, the greater of the Federal Funds Rate and a rate 
determined by the Administrative Agent in accordance with banking industry rules on interbank 
compensation and (y) in the case of a payment to be made by the Company, the interest rate 
applicable at such time to the Advances comprising such Borrowing. If the Company and such 
Lender shall pay such interest to the Administrative Agent for the same or an overlapping period, 
the Administrative Agent shall promptly remit to the Company the amount of such interest paid 
by the Company for such period. If such Lender pays its share of the applicable Borrowing to 
the Administrative Agent, then the amount so paid shall constitute such Lender’s Advance 
included in such Borrowing. Any payment by the Company shall be without prejudice to any 
claim the Company may have against a Lender that shall have failed to make such payment to 
the Administrative Agent. 

(d) The obligations of the Lenders hereunder to make Advances and to make 
payments pursuant to Section 8.04(i) are several and not joint. The failure of any Lender to 
make the Advance to be made by it as part of any Borrowing or to make any payment under 
Section 8.04(i) shall not relieve any other Lender of its obligation, if any, hereunder to make its 
Advance on the date of such Borrowing, and no Lender shall be responsible for the failure o f  any 
other Lender to make the Advance to be made by such other Lender on the date of any 
Borrowing or to make its payment under Section 8.04(i). 

(e) If, for any reason, a Borrowing is not made on the date specified in any Notice of 
Borrowing, the Administrative Agent hereby agrees to repay to each Lender the amount, if any, 
which such Lender has made available to the Administrative Agent as such Lender’s ratable 
portion of such Borrowing, without interest. 

(9 Nothing herein shall be deemed to obligate any Lender to obtain the funds for any 
Advance in any particular place or manner or to constitute a representation by any Lender that it 
has obtained or will obtain the funds for any Advance in any particular place or manner. 

SECTION 2.03. Facility Fee. 

The Company agrees to pay to the Administrative Agent for the account of each Lender a 
facility fee on each Lender’s Commitment, irrespective of usage, from the date hereof, in the 
case of each Bank, and from the effective date specified in the Assignment and Assumption 
pursuant to which it became a Lender, in the case of each other Lender, until the Termination 
Date, payable quarterly in arrears on the last day of each March, June, September and December 
during the term of such Lender’s Commitment and on the Termination Date, at a rate per annum 
determined by reference to the ratings assigned to the Reference Securities as set forth below: 
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Basis for 
Pricing 

Facility Fee 

LEVEL 1 
If the 
Reference 
Securities are 
rated at least A 
by S&P or at 
least A2 by 
Moody’s 

0.080% 

LEVEL 2 
If the 
Reference 
Securities are 
rated lower 
than Level 1 
but at least A- 
by S&P or at 
least A3 by 
Moody’s 

LEVEL 3 
If the 
Reference 
Securities are 
rated lower 
than Level 2 
but at least 
BBB+ by S&P 
or at least 
Baal by 
Moody’s 

0.125% 

LEVEL 4 
If the 
Reference 
Securities are 
rated lower 
than Level 3 
but at least 
BBB by S&P 
or at least Baa2 
by Moody’s 

0+150% 

LEVEL 5 
If the 
Reference 
Securities are 
rated lower 
than Level 4 
but at least 

or at least Baa3 
by Moody’s 

BBB- by S&P 

LEVEL 6 
If the 
Reference 
Securities are 
rated lower 
than Level 5 or 
unrated 

The Facility Fee rate will be redetermined on the date of any change in the rating assigned by 
S&P or Moody’s, as the case may be, to the Reference Securities. If the ratings assigned to the 
Reference Securities by S&P and Moody’s are not comparable (i.e., a “split rating”), and (i) the 
ratings differential is one category, the higher of such two ratings shall control, or (ii) the ratings 
differential is two or more categories, the rating that is one below the higher of the two ratings 
shall control. 

SECTION 2.04. Changes in the Commitments. 

Reduction or Termination of the Commitments. The Company shall have the right, upon 
at least three Business Days’ notice to the Administrative Agent, irrevocably and permanently to 
terminate in whole or reduce ratably in part the respective Commitments of the Lenders; 
provided that (i) any such notice shall be received by the Administrative Agent no later than 
11:OO a.m. (New York City time) three Business Days prior to the date of termination or 
reduction and (ii) the aggregate amount of the Commitments of the Lenders shall not be reduced 
to an amount which is less than the aggregate principal amount of the Advances then 
outstanding; and provided further, that each partial reduction shall be in the aggregate amount of 
$10,000,000 or an integral multiple of $1,000,000 in excess thereof. The Administrative Agent 
will promptly notify the Lenders of any such notice of termination or reduction of the 
Commitments. Any reduction of the Commitments shall be applied to the Commitment of each 
Lender on a pro rata basis. All fees accrued until the effective date of any termination of the 
Commitments shall be paid on the effective date of such termination. 

SECTION 2.05. Repayment ofAdvances. 

The Company shall repay the principal amount of each Advance made by each Lender on 
the Termination Date. 

SECTIUN 2.06. Evidence of Indebtedness. 

The Advances made by each Lender shall be evidenced by one or more accounts or 
records maintained by such Lender and by the Administrative Agent in the ordinary course of 
business. The accounts or records maintained by the Administrative Agent and each Lender 
shall be conclusive absent manifest error of the amount of the Advances made by the Lenders to 
the Company and the interest and payments thereon. Any failure to so record or any error in 
doing so shall not, however, limit or otherwise affect the obligation of the Company hereunder to 
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pay any amount owing under this Agreement or any other document entered into in connection 
therewith. In the event of any conflict between the accounts and records maintained by any 
Lender and the accounts and records of the Administrative Agent in respect of such matters, the 
accounts and records of the Administrative Agent shall control in the absence of manifest error. 
Any Lender may request that any Advances made by it be evidenced by one or more promissory 
notes. In such event, the Company shall prepare, execute and deliver to such Lender one or more 
notes payable to the order of such Lender (or if requested by such Lender, to such Lender and its 
assignees) and in substantially the form of Exhibit B hereto. Thereafter, the Advances evidenced 
by such notes and interest thereon shall at all times (including after assignment pursuant to 
Section 8.07) be represented by one or more notes in such form payable to the order of the payee 
named therein. 

SECTION 2.0 7. Interest on Advances. 

The Company shall pay interest on the unpaid principal amount of each Advance made 
by each Lender from the date of such Advance until such principal amount shall be paid in Eull, 
at the following ratespev annum: 

(a) Base Rate Advances. If such Advance is a Base Rate Advance, a rate per annum 
equal at all times to the Base Rate in effect from time to time, plus the Applicable Margin for 
Base Rate Advances, payable quarterly in arrears on the last day of each September, December, 
March, and June and on the date such Base Rate Advance shall be paid in full. 

(b) Eurodollar Rate Advances. If such Advance is a Eurodollar Rate Advance, a rate 
per annum equal at all times during the Interest Period for such Advance to the Eurodollar Rate 
for such Interest Period, plus the Applicable Margin for Eurodollar Rate Advances, payable on 
the last day of such Interest Period and, if such Interest Period has a duration of more than three 
months, on each day which occurs during such Interest Period every three months from the first 
day of such Interest Period. 

SECTION 2.08. Additional Interest on Eurodollar Rate Advances. 

The Company shall pay to each Lender additional interest on the unpaid principal amount 
of each Eurodollar Rate Advance of such Lender, from the date of such Advance until such 
principal amount is paid in full, at an interest rate per annum equal at all times to the remainder 
obtained by subtracting fi) the Eurodollar Rate for the Interest Period for such Advance from (ii) 
the rate obtained by dividing such Eurodollar Rate by a percentage equal to 100% minus the 
Eurodollar Rate Reserve Percentage of such Lender for such Interest Period, payable on each 
date on which interest is payable on such Advance. All claims €or such additional interest shall 
be submitted by such Lender to the Company (with a copy to the Administrative Agent) as soon 
as is reasonably possible and in all events within ninety days after the first day of such Interest 
Period; provided, however, that if a claim is not submitted to the Company within such ninety 
day period, such Lender shall thereby waive its claim to such additional interest incurred during 
such ninety-day period but not to any such additional interest incurred thereafter. A certificate as 
to the amount of such additional interest, submitted to the Company (with a copy to the 
Administrative Agent) by such Lender, shall be conclusive and binding for all purposes, absent 
manifest error. 
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SE CTIUN 2.09. Interest Rate Determination. 

(a) The Administrative Agent shall give prompt notice to the Company and the 
Lenders of the applicable interest rate determined by the Administrative Agent for purposes of 
Section 2.07(a) or (b). 

(b) If, with respect to any Eurodollar Rate Advances, (i) the Administrative Agent 
shall have determined (which determination shall be conclusive and binding upon the Company) 
that, by reason of circumstances affecting the relevant interbank market, adequate means do not 
exist for ascertaining the Eurodollar Rate for such Interest Period, or (ii) the Majority Lenders 
notify the Administrative Agent that the Eurodollar Rate for any Interest Period for such 
Advances will not adequately reflect the cost to such Majority Lenders of making, finding or 
maintaining their respective Eurodollar Rate Advances for such Interest Period, the 
Administrative Agent shall forthwith so notify the Company and the Lenders, whereupon 

(i) each Eurodollar Rate Advance will automatically, on the last day of the 
then existing Interest Period therefor, Convert into a Base Rate Advance, and 

(ii) the obligation of the Lenders to make, or to Convert Advances into, 
Eurodollar Rate Advances shall be suspended until the Administrative Agent shall notify 
the Company and the Lenders that the circumstances causing such suspension no longer 
exist . 

(c) If the Company shall fail to select the duration of any Interest Period for any 
Eurodollar Rate Advances in accordance with the provisions contained in the definition of 
“Interest Period” in Section 1.01, the Administrative Agent will forthwith so notify the Company 
and the Lenders and such Advances will automatically, on the last day of the then existing 
Interest Period therefor, Convert into Base Rate Advances. If an Event of Default shall have 
occurred and be continuing, each Eurodollar Rate Advance shall automatically Convert into a 
Base Rate Advance at the end of the Interest Period then in effect for such Eurodollar Rate 
Advance. 

(d) On the date on whch the aggregate unpaid principal amount of Advances 
comprising any Borrowing shall be reduced, by prepayment or otherwise, to less than 
$20,000,000, such Advances shall, if they are Eurodollar Rate Advances, automatically Convert 
into Base Rate Advances, and on and after such date the right of the Company to Convert such 
Advances into Eurodollar Advances shall terminate; provided, however, that if and so long as 
each such Advance shall be of the same Type and have the same Interest Period as Eurodollar 
Advances comprising another Borrowing or other Borrowings, and the aggregate unpaid 
principal amount of all Eurodollar Rate Advances shall equal or exceed $20,000,000, the 
Company shall have the right to continue all such Eurodollar Rate Advances as Advances having 
such Interest Period. 

SECTION 2.1 0. Voluntuly Conversion of Advances. 

The Company may, on any Business Day prior to the Termination Date, upon notice 
given to the Administrative Agent not later than 11:OO a.m. (New York City time) on the third 
Business Day prior to the date of the proposed Conversion, in the case of any proposed 
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Conversion into Eurodollar Rate Advances, and on the date of the proposed Conversion, which 
date shall be a Business Day, in the case of any proposed Conversion into Base Rate Advances, 
and subject to the provisions of Sections 2.09 and 2.13 and so long as no Event of Default has 
occurred and is continuing on the date of such proposed Conversion, Convert all Advances of 
one Type comprising the same Borrowing into Advances of another Type; provided, however, 
that any Conversion of any Eurodollar Rate Advances into Base Rate Advances shall be made 
on, and only on, the last day of an Interest Period for such Eurodollar Rate Advances. Each such 
notice of a Conversion (a “Notice of Conversion”) shall be by telex, telecopier or cable, 
confirmed promptly in writing, in substantially the form of Exhibit A-2 hereto and shall, within 
the restrictions specified above, specify (i) the date of such Conversion, (ii) the aggregate amount 
of, Type of, and Interest Periods (if any) applicable to the Advances to be Converted, (iii) the 
Type of Advance to which such Advances (or portions thereof) are proposed to be Converted, 
and (iv) if such Conversion is into Eurodollar Rate Advances, the duration of the Interest Period 
for each such Advance. 

SECT’ON2.11. Prepayments of Advances. 

(a) The Company shall have no right to prepay any principal amount of any 
Advances other than as provided in subsection (b) below. 

(b) The Company may, upon notice given to the Administrative Agent at least two 
Business Days prior to the proposed prepayment, in the case of any Eurodollar Rate Advance, 
and on the date of the proposed prepayment, in the case of any Base Rate Advance, and if such 
notice is given the Company shall, prepay the outstanding principal amounts of the Advances 
comprising the same Borrowing in whole or ratably in part, together with accrued interest to the 
date of such prepayment on the amount prepaid and, in the case of any Eurodollar Rate Advance, 
any amount payable pursuant to Section 8.04(b); provided, however, that each partial prepayment 
shall be in an aggregate principal amount not less than $5,000,000 and in integral multiples of 
$1,000,000 in excess thereof. 

SECTIUN 2.12. Iiicreased Costs. 

(a) If, due to either (i) the introduction of or any change (other than my change by 
way of imposition or increase of reserve requirements, in the case of Eurodollar Rate Advances, 
included in the Eurodollar Rate Reserve Percentage), in or in the interpretation of any law or 
regulation, or (ii) the compliance with any guideline or request from any central bank or other 
governmental authority (whether or not having the force of law), there shall be any increase in 
the cost to any Lender of agreeing to make or making, fbnding or maintaining Eurodollar Rate 
Advances, then the Company shall from time to time, upon demand by such Lender (with a copy 
of such demand to the Administrative Agent), pay to the Administrative Agent for account of 
such Lender additional amounts sufficient to reimburse such Lender for such increased cost. All 
claims for increased cost shall be submitted by such Lender to the Company (with a copy to the 
Administrative Agent) as soon as is reasonably possible and the Company shall, subject to 
subsection (c) of this Section 2.12, make such payment within five Business Days after notice of 
such claim is received. A certificate as to the amount of such increased cost, submitted to the 
Company (with a copy to the Administrative Agent) by such Lender, shall be conclusive and 
binding for all purposes, absent manifest error. 
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(b) If any Lender determines that compliance with any law or regulation or any 
guideline or request from any central bank or other governmental authority (whether or not 
having the force of law) affects or would affect the amount of capital required or expected to be 
maintained by such Lender or any corporation controlling such Lender and that the amount of 
such capital is increased by or based upon the existence of such Lender’s commitment to lend 
hereunder and other commitments of this type, and the effect of the foregoing would be to reduce 
the rate of return on such capital, then, upon demand by such Lender (with a copy of such 
demand to the Administrative Agent), the Company shall immediately pay to the Administrative 
Agent for the account of such Lender, from time to time as specified by such Lender, additional 
amounts sufficient to cumpensate such Lender or such corporation in the light of such 
circumstances, to the extent that such Lender reasonably determines such increase in capital to 
be allocable to the existence of such Lender’s commitment to lend hereunder. All claims for 
such additional amounts shall be submitted by such Lender (with a copy to the Administrative 
Agent) as soon as is reasonably possible and the Company shall, subject to subsection (c) of this 
Section 2.12, make such payment within five Business Days after notice of such claim is 
received. A certificate as to such amounts submitted to the Company and the Administrative 
Agent by such Lender shall be conclusive and binding for all purposes, absent manifest error. 

(c) Failure or delay on the part of any Lender to demand compensation pursuant to 
the foregoing provisions of this Section 2.12 shall not constitute a waiver of such Lender’s right 
to demand such compensation, provided that the Company shall not be required to compensate a 
Lender pursuant to the foregoing provisions of this Section 2.12 for any increased costs incurred 
or reductions suffered more than six months prior to the date that such Lender notifies the 
Company of the change in law giving rise to such increased costs or reductions and of such 
Lender’s intention to claim compensation therefor (except that, if the change in law giving rise to 
such increased costs or reductions is retroactive, then the six-month period referred to above 
shall be extended to include the period of retroactive effect thereof). 

SE CTIOiV 2.13. Illegality. 

Notwithstanding any other provision of this Agreement, if any Lender shall notify the 
Administrative Agent that the introduction of or any change in or in the interpretation of any law 
or regulation makes it unlawful, or any central bank or other governmental authority asserts that 
it is unlawhl, for such Lender or its Eurodollar Lending Office to perfonn its obligations 
hereunder to make Eurodollar Rate Advances or to fund or maintain Eurodollar Rate Advances 
(i) the obligation of the Lenders to make Eurodollar Rate Advances, or to Convert Advances into 
Eurodollar Rate Advances, shall be suspended until the Administrative Agent shall notify the 
Company and the Lenders that the circumstances causing such suspension no longer exist and 
(ii) the Company shall forthwith prepay in full all Eurodollar Rate Advances of all Lenders then 
outstanding, together with interest accrued thereon, unless the Company, within five Business 
Days of notice from the Administrative Agent, Converts all Eurodollar Rate Advances of all 
Lenders then outstanding into Base Rate Advances in accordance with Section 2.10. 

SECTION 2.14. Payments and Computations. 

(a) All payments to be made by the Company shall be made without condition or 
deduction for any counterclaim, defense, recoupment or set-off. The Company shall make each 
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payment hereunder not later than 11:OO a.m. (New York City time) on the day when due in US .  
dollars to the Administrative Agent at its address referred to in Section 8.02 in same day funds. 
The Administrative Agent will promptly thereafter cause to be distributed like funds relating to 
the payment of principal or interest or fees (other than pursuant to Section 2.08 or 2.12) ratably 
to the Lenders for the account of their respective Applicable Lending Offices, and like funds 
relating to the payment of any other amount payable to any Lender to such Lender for the 
account of its Applicable Lending Office, in each case to be applied in accordance with the terms 
of this Agreement. Upon its acceptance of an Assignment and Assumption and recording of the 
information contained therein in the Register pursuant to Section 8.07(d), from and after the 
effective date specified in such Assignment and Assumption, the Administrative Agent shall 
make all payments hereunder in respect of the interest assigned thereby to the Lender assignee 
thereunder, and the parties to such Assignrnent and Assumption shall make all appropriate 
adjustments in such payments for periods prior to such effective date directly between 
themselves. 

(b) All computations of interest based on clause (i) of the definition of “Base Rate” or 
of fees payable hereunder shall be made by the Administrative Agent on the basis of a year of 
365 or 366 days, as the case may be, and all computations of interest based on the Eurodollar 
Rate or on clause (ii) of the definition of “Base Rate” shall be made by the Administrative Agent, 
and all computations of interest pursuant to Section 2.08 shall be made by a Lender, on the basis 
of a year of 360 days, in each case for the actual number of days (including the first day but 
excluding the last day) occurring in the period of which such interest or fees are payable. Each 
determination by the Administrative Agent (or, in the case of Section 2.08, by a Lender) of an 
interest rate hereunder shall be conclusive and binding for all purposes, absent manifest error. 

(c) All payments received by the Administrative Agent after 2:OO p.m. (New York 
City time) shall be deemed received on the next succeeding Business Day and any applicable 
interest or fee shall continue to accrue. Whenever any payment hereunder shall be stated to be 
due on a day other than a Business Day, such payment shall be made on the next succeeding 
Business Day, and such extension of time shall in such case be included in the computation of 
payment of interest or fees, as the case may be; provided, howeveu, that if such extension would 
cause payment of interest on or principal of Eurodollar Rate Advances to be made in the next 
following calendar month, such payment shall be made on the next preceding Business Day. 

(d) Unless the Administrative Agent shall have received notice from the Company 
prior to the date on which any payment is due to the Lenders hereunder that the Company will 
not make such payment in full, the Administrative Agent may assume that the Company has 
made such payment in full to the Administrative Agent on such date and the Administrative 
Agent may, in reliance upon such assumption, cause to be distributed to each Lender on such due 
date an amount equal to the amount then due such Lender. If and to the extent the Company 
shall not have so made such payment in full to the Administrative Agent, each Lender shall repay 
to the Administrative Agent forthwith on demand such amount distributed to such Lender, 
together with interest thereon for each day from the date such amount is distributed to such 
Lender until the date such Lender repays such amount to the Administrative Agent at the Federal 
Funds Rate. 
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SECTION2.15. Sharifig of Payments, Etc. If any Lender shall obtain any payment 
(whether voluntary, involuntary, through the exercise of any right of set-off, or otherwise) on 
account of the Advances made by it (other than pursuant to Section 2.08 or 2.12) in excess of its 
ratable share of payments on account of the Advances obtained by all the Lenders, such Lender 
shall forthwith purchase from the other Lenders such participation in the Advances made by 
them as shall be necessary to cause such purchasing Lender to share the excess payment ratably 
with each of them; provided, however, that (A) if all or any portion of such excess payment is 
thereafter recovered from such purchasing Lender, such purchase from each Lender shall be 
rescinded and such Lender shall repay to the purchasing Lender the purchase price to the extent 
of such recovery, together with an amount equal to such Lender’s ratable share (according to the 
proportion of (i) the amount of such Lender’s required repayment to (ii) the total amount so 
recovered from the purchasing Lender) of any interest or other amount paid or payable by the 
purchasing Lender in respect of the total amount so recovered and (B) the provisions of this 
Section 2.15 shall not be construed to apply to (i) any payment made by the Company pursuant 
to and in accordance with the express tenns of this Agreement or (ii) any payment obtained by a 
Lender as consideration for the assignment of or sale of a participation in any of its Advances to 
any assignee or participant, other than to the Company or any Subsidiary thereof (as to which the 
provisions of this Section 2.15 shall apply). The Company consents to the foregoing and agrees 
that m y  Lender so purchasing a participation from another Lender pursuant to this Section 2.15 
may, to the hllest extent permitted by law, exercise all its rights of payment (including the right 
of set-off) with respect to such participation as fully as if such Lender were the direct creditor of 
the Company in the amount of such participation. 

ARTICLE 111 
CONDITIONS OF LENDING 

SECTION 3.01. Conditions Precedefit to Closing. 

The Commitments of the Lenders shall not become effective unless and until each of the 
following conditions precedent has been satisfied by the Company: 

(a) the Administrative Agent shall have received the following, each in form and 
substance satisfactory to the Administrative Agent and each of the Lenders: 

(i) Promissory notes, if requested by any Lender pursuant to Section 2.06. 

(ii) Certified copies of the resolutions of the Board of Directors of the 
Company approving this Agreement, and of all documents evidencing other necessary 
corporate action and governmental approvals, including the FPSC Order, with respect to 
this Agreement. 

(iii) A certificate of the Secretary or an Assistant Secretary of the Company, 
dated as of the date hereof, certif~iig the names and true signatures of the officers of the 
Company authorized to sign this Agreement and the other documents to be delivered 
hereunder. 

(iv) A certificate of a Responsible Officer of the Company, dated as of the date 
hereof, certifying (i) the accuracy of the representations and warranties contained herein 
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and (ii) that no event has occurred and is continuing which constitutes a Default or an 
Event of Default. 

(v) Certified copies of all required governmental approvals and 
authorizations. 

(vi) Certified copy of the restated charter and bylaws of the Company. 

(vii) Evidence satisfactory to the Administrative Agent that the Existing 
Facilities shall have been terminated and all amounts outstanding thereunder shall have 
been paid in full. 

(viii) Favorable opinions of counsel for the Company, substantially in the forms 
of Exhibit D-1 and Exhibit D-2 hereto and as to such other matters as any Lender through 
the Administrative Agent may reasonably request. 

(ix) A favorable opinion of King & Spalding LLP, counsel for the 
Administrative Agent, substantially in the form of Exhibit E hereto. 

(b) 
by the Company. 

Any fees required to be paid on or before the Closing Date shall have been paid 

(c) Unless waived by the Administrative Agent, the Company shall have paid all fees, 
charges and disbursements of counsel to the Administrative Agent in connection with the 
preparation and negotiation of this Agreement and the other documents to be delivered in 
connection herewith to the extent invoiced prior to or on the Closing Date, plus such additional 
amounts of such fees, charges and disbursements as shall constitute its reasonable estimate of 
such fees, charges and disbursements incurred or to be incurred by it through the closing 
proceedings (provided that such estimate shall not thereafter preclude a final settling of accounts 
between the Company and the Administrative Agent). 

Without limiting the generality of the provisions of Section 7.04, for purposes of 
determining compliance with the conditions specified in this Section 3.01, each Lender that has 
signed this Agreement shall be deemed to have consented to, approved or accepted or to be 
satisfied with, each document or other matter required thereunder to be consented to or approved 
by or acceptable or satisfactory to a Lender unless the Administrative Agent shall have received 
notice from such Lender prior to the proposed Closing Date specifying its objection thereto. 

SECTION 3.02. Conditions Precedent to Each Borrowing. 

The obligation of each Lender to make an Advance on the occasion of each Borrowing 
(including the initial Borrowing) shall be subject to the further conditions precedent that (i) in the 
case of the making of an Advance, the Administrative Agent shall have received the written 
confirmatory Notice of Borrowing with respect thereto, and (ii) on the date of such Borrowing, 
the following statements shall be true (and each of the giving of the applicable Notice of 
Borrowing and the acceptance by the Company of the proceeds of such Borrowing shall 
constitute a representation and warranty by the Company that, on the date of such Borrowing, 
such statements are true): 
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(a) The representations and warranties contained in Section 4.01 (excluding the 
representation and warranty contained in the last sentence of Section 4.01(e)) are correct on and 
as of the date of such Borrowing, or, if any such representation or warranty is expressly stated to 
have been made as of a specific date as of such specific date, before and after giving effect to 
such Borrowing and to the application of the proceeds therefrom, as though made on and as of 
such date; and 

(b) No event has occurred and is continuing, or would result from such Borrowing or 
from the application of the proceeds therefrom, that constitutes a Default or an Event of Default. 

ARTICLE IV 
REPRESENTATIONS AND WARRANTIES 

SECTION 4.01. Representations and Warranties uf the Company. 

The Company represents and warrants as follows: 

(a) The Company is a corporation duly incorporated, validly existing and in good 
standing under the laws of the State of Florida. 

(b) The execution, delivery and performance by the Company of this Agreement are 
within the Company’s corporate powers, have been duly authorized by all necessary corporate 
action, and do not contravene (i) the Company’s charter or bylaws or (ii) any law or contractual 
restriction binding on or affecting the Company. 

(c)  No authorization or approval or other action by, and no notice to or filing with any 
govemmental authority or regulatory body is required for the due execution, delivery and 
performance by the Company of this Agreement, other than the FPSC Order, which has been 
duly issued, is final and in full force and effect. 

(d) This Agreement is the legal, valid and binding obligation of the Company 
enforceable against the Company in accordance with its terms. 

(e) The Consolidated balance sheet of the Company and its Subsidiaries as at 
December 3 1, 2004, and the related Consolidated statements of income and retained eamings of 
the Company and its Subsidiaries for the fiscal year then ended, copies of which have been 
furnished to each Lender, fairly present the financial condition of the Company and its 
Subsidiaries as at such date and the results of the operations of the Company and its Subsidiaries 
for the period ended on such date, all in accordance with GAAP consistently applied. Since 
December 31, 2004, there has been no material adverse change in the financial condition, 
operations or properties of the Company and its Subsidiaries, taken as a whole. 

(f) Except as described in the reports and registration statements which the Company 
has filed with the Securities and Exchange Commission prior to the date of this Agreement, there 
is no pending or threatened action or proceeding affecting the Company or any Subsidiary of the 
Company before any court, govemmental agency or arbitrator, which may materially adversely 
affect the financial condition, operations or properties of the Company. 
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(g) No proceeds of any Advance will be used to acquire any security in any 
transaction which is subject to Sections 12, 13 and 14 of the Securities Exchange Act of 1934. 

(h) The Company is not engaged in the business of extending credit for the purpose 
of buying or carrying margin stock (within the meaning of Regulation U issued by the Board of 
Govemors of the Federal Reserve System), and no proceeds of any Advance will be used to buy 
or cill7fy any margin stock or to extend credit to others for the purpose of buying or camyng any 
margin stock. 

(i) Following application of the proceeds of each Advance, not more than 5 percent 
of the value of the assets (either of the Company only or of the Company and its Subsidiaries on 
a Consolidated basis) subject to the provisions of Section 5.02(a) or 5.02(e) will be margin stock 
(within the meaning of Regulation U issued by the Board of Governors of the Federal Reserve 
System). 

0) No Termination Event has occurred or is reasonably expected to occur with 
respect to any Plan. 

(k) The Company is not an “investment company” or a company “controlled” by an 
“investment company”, within the meaning of the Investment Company Act of 1940, as 
amended. 

(1) The Company is in substantial compliance with all applicable laws, rules, 
regulations and orders of any govemmental authority, the noncompliance with which would 
materially and adversely affect the business or condition of the Company, such compliance to 
include, without limitation, substantial compliance with ERISA and Environmental Laws and 
paying before the same become delinquent all material taxes, assessments and govemmental 
charges imposed upon it or upon its property, except to the extent compliance with any of the 
foregoing is then being contested in good faith by appropriate legal proceedings and for which 
adequate reserves are made in accordance with GAAP. 

(m) All written information furnished by the Company to the Administrative Agent 
and the Lenders in connection with this Agreement (the “Disclosed Information”) was (and all 
information furnished in the future by the Company to the Administrative Agent and the Lenders 
will be) complete and correct in all respects material to the creditworthiness of the Company 
when delivered. As of the date hereof; the Disclosed Information does not contain any untrue 
statement of a material fact or omit to state a material fact necessary to make the statements 
contained therein not misleading in light of the circumstances under which made. 

ARTICLE V 
COVENANTS OF THE COMPANY 

SECTION 5.01. Afjrmative Covenants. 

So long as any Advances shall remain unpaid or any Lender shall have any Commitment 
hereunder, the Company shall, unless the Majority Lenders shall otherwise consent in writing: 
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(a) Compliance with Laws, Etc. Except to the extent contested in good faith, comply, 
and cause each Subsidiary of the Company to comply, with all applicable laws (including ERIISA 
and applicable Environmental Laws), rules, regulations and orders (such compliance to include, 
without limitation, paying before the same become delinquent all taxes, assessments and 
govemmental charges imposed upon it or upon its property), the non-compliance with which 
would materially adversely affect the Company’s business or credit. 

(b) Preservation of Corporate Existence, Etc. Preserve and maintain its corporate 
existence, rights (charter and statutory) and franchises. 

(c)  Visitution Rights. At any reasonable time and from time to time, permit the 
Administrative Agent or any of the Lenders or any agents or representatives thereof to examine 
and make copies of and abstracts from the records and books of account of, and visit the 
properties of, the Company and any of its Subsidiaries, and to discuss the affairs, finances and 
accounts of the Company and any of its Subsidiaries with any of their respective officers or 
directors. 

(d) Keeping o fBooh.  Keep, and cause each Subsidiary of the Company to keep, 
proper books of record and account, in which h l l  and correct entries shall be made of all 
financial transactions and the assets and business of the Company and such Subsidiary in 
accordance with GAAP. 

(e) Maintenance of Properties, Etc. Maintain and preserve, and cause each 
Subsidiary of the Company to maintain and preserve, all of its properties which are used or 
useful in the conduct of its business in good working order and condition, ordinary wear and t e a  
excepted. 

(f) Maintenance of Insurance. Maintain, and cause each Subsidiary of the Company 
to maintain, insurance with responsible and reputable insurance companies or associations in 
such amounts and covering such risks as is usually carried by companies engaged in similar 
businesses and owning similar properties in the same general areas in which the Company or 
such Subsidiary operates. 

(g) Taxes. File, and cause each Subsidiary of the Company to file, all tax retums 
(federal, state and local) required to be filed and paid and pay all taxes shown thereon to be due, 
including interest and penalties, or provide adequate reserves for payment thereof other than such 
taxes that the Company or such Subsidiary is contesting in good faith by appropriate legal 
proceedings and for which adequate reserves are made in accordance with GAAP. 

(h) MateviaZ Obligations. Pay, and cause each Subsidiary of the Company to pay, 
promptly as the same shall become due each material obligation of the Company or such 
Subsidiary. 

(i) Reporting Requirements. Fumish to the Lenders: 

(i) as soon as available and in any event within 60 days after the end of each 
of the first three quarters of each fiscal year of the Company, a Consolidated balance 
sheet of the Company and its Subsidiaries as at the end of such quarter and Consolidated 
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statements of income and retained earnings of the Company and its Subsidiaries for the 
period commencing at the end of the previous fiscal year and ending with the end of such 
quarter, certified by the treasurer or the chief financial officer of the Company, together 
with a certificate of the treasurer or chief financial officer of the Company, setting forth 
in reasonable detail the calculations of the Company’s compliance with Section 5.01(j) 
and stating that no Default or Event of Default has occurred and is continuing, or if a 
Default or an Event of Default has occurred and is continuing, a statement setting forth 
details of such Event of Default or event and the action that the Company has taken and 
proposes to take with respect thereto; 

(ii) as soon as available and in any event within 90 days after the end of each 
fiscal year of the Company, a copy of the annual report for such year for the Company 
and its Subsidiaries, containing Consolidated financial statements for such year audited 
and certified by Deloitte & Touche or other independent public accountants acceptable to 
the Majority Lenders, together with a certificate of the treasurer or chief financial officer 
of the Company, setting forth in reasonable detail the calculations of the Company’s 
compliance with Section 5.01Cj) and stating that no Default or Event of Default has 
occurred and is continuing, or if a Default or an Event of Default, a statement setting 
forth details of such Default or Event of Default or event and the action that the Company 
has taken and proposes to take with respect thereto; 

(iii) promptly after the sending or filing thereof, copies of all reports which the 
Company sends to any of its security holders, and copies of all reports and registration 
statements which the Company or any Subsidiary of the Company files with the 
Securities and Exchange Commission or any national securities exchange to the extent 
not delivered by the Company pursuant to clause (i) or (ii) of this Section 5.01(i); 

(iv) immediately upon any Responsible Officer’s obtaining knowledge of the 
occurrence of any Default or Event of Default, a statement of the chief financial officer or 
treasurer of the Company setting forth details of such Default or Event of Default or 
event and the action which the Company proposes to take with respect thereto; 

(v) immediately upon any Responsible Officer’s obtaining knowledge thereof, 
notice of any change in any rating assigned by S&P or Moody’s to the Reference 
Securities; 

(vi) as soon as possible and in any event within five days after the 
commencement thereof or m y  adverse determination or development therein, notice of 
all actions, suits and proceedings that may adversely affect the Company’s ability to 
perform its obligations under this Agreement; 

(vii) as soon as possible and in any event within five days after the occurrence 
of a Termination Event, notice of such Termination Event; and 

(viii) such other information respecting the condition or operations, financial or 
otherwise, of the Company or any Subsidiary of the Company as any Lender through the 
Administrative Agent may from time to time reasonably request, 
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(j) Indebtedness to Total Capitalization. Maintain at all times a ratio of Consolidated 
Indebtedness of the Company and its Subsidiaries to Total Capitalization of not more than 
0.65: 1 .O. 

(k) Use of Proceeds. Use the proceeds of each Advance solely for general corporate 
purposes (including, without limitation, as a commercial paper back-up). No proceeds of any 
Advance will be used to acquire any equity security of a class that is registered pursuant to 
Section 12 of the Exchange Act or any security in any transaction that is subject to Sections 13 or 
14 of the Exchange Act. 

SECTION 5.02. Negutive Cuvenants. 

So long as any Advances shall remain unpaid or any Lender shall have any Commitment 
hereunder, the Company will not, without the written consent of the Majority Lenders: 

(a) Liens, Etc. Create, incur, assume or suffer to exist, or permit any Subsidiary of 
the Company to create, incur, assume or suffer to exist, any lien, security interest or other charge 
or encumbrance, or any other type of preferential arrangement, upon or with respect to any of its 
properties, whether now owned or hereafter acquired, or assign, or permit any Subsidiary of the 
Company to assign, any right to receive income, in each case to secure any Indebtedness of any 
Person, other than (i) liens, mortgages and security interests created by the Mortgage, (ii) liens 
and security interests affecting the fuel used by the Company in its power generating operations 
and (iii) liens, mortgages and security interests securing other Indebtedness not exceeding 
$100,000,000; provided, however, that, in the event that and for so long as the First Mortgage 
Bonds are rated lower than BBB- or Baa3 by S&P or Moody’s, respectively, or, in the event that 
neither of such credit rating agencies is in the business of rating the First Mortgage Bonds, lower 
than an equivalent rating of the First Mortgage Bonds by another nationally-recognized credit 
rating agency of similar standing, the Company’s right to continue to create, incur and suffer to 
exist liens, mortgages and security interests securing other Indebtedness pursuant to the 
foregoing clause (iii) shall be suspended. 

(b) Indebtedness. Create, incur, assume or suffer to exist, or permit any Subsidiary of 
the Company to create, incur, assume or suffer to exist, any Indebtedness other than (i) 
Indebtedness hereunder, (ii) Indebtedness secured by liens and security interests permitted 
pursuant to clauses (ii) and (iii) of Section 5.02(a), (iii) Indebtedness evidenced by the First 
Mortgage Bonds and (iv) unsecured Indebtedness, including guarantees issued in connection 
with the financing of pollution control facilities operated by the Company, guarantees of 
Indebtedness incurred by any wholly-owned Subsidiary of the Company and guarantees of debt 
securities issued by any financing Subsidiary of the Company established to secure debt 
financing in the offshore markets. 

(c) Lease Obligations. Create, incur, assume or suffer to exist, or permit any 
Subsidiary of the Company to create, incur, assume or suffer to exist, any obligations for the 
payment of rental for any property under leases or agreements to lease having a term o f  one year 
or more which would cause the direct or contingent Consolidated liabilities of the Company and 
its Subsidiaries in respect of all such obligations payable in any calendar year to exceed 10% of 
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the Consolidated operating revenues of the Company and its Subsidiaries for the immediately 
preceding calendar year. 

(d) Mergers, Etc. Merge with or into or consolidate with or into, or acquire all or 
substantially all of the assets or securities of, any Person, unless, in each case, (i) immediately 
after giving effect thereto, no event shall occur and be continuing which constitutes a Default or 
an Event of Default, and (ii) in the case of any such merger to which the Company is a party, 
such other Person is a utility company and the resulting or surviving corporation, if not the 
Company, (x) is organized and existing under the laws of the United States of America or any 
State thereof, Cy) is a corporation satisfactory to the Majority Lenders, and (2) shall have 
expressly assumed, by an instrument satisfactory in form and substance to the Majority Lenders, 
the due and punctual payment of all amounts due under this Agreement and the performance of 
every covenant and undertaklng of the Company contained in this Agreement. 

(e) Sules, Etc. ofAssets. Sell, lease, transfer or otherwise dispose of, or permit any 
Subsidiary of the Company to sell, lease, transfer or otherwise dispose of, any of its assets, other 
than the following sales: (i) sales of generating capacity to the Company’s wholesale customers, 
(ii) sales of nuclear fuel, (iii) sales of accounts receivable, (iv) sales in connection with a 
transaction authorized by subsection (d) of this Section, (v) sales of investments in securities 
with a maturity of less than one year, or (vi) other sales not exceeding $250,000,000 in the 
aggregate in any fiscal year of the Company. 

( f )  Line of Business. Engage in any business other than businesses of the type 
conducted by the Company and its Subsidiaries on the date hereof and businesses reasonably 
related thereto. 

(g) Margin Stock. Use any proceeds of any Advance to buy or carry margin stock 
(within the meaning of Regulation U issued by the Board of Governors of the Federal Reserve 
System). 

ARTICLE VI 
EVENTS OF DEFAULT 

SECTION 6.01. Events of Default. 

If any of the following events (“Events of DefauZt”) shall occur and be continuing: 

(a) The Company shall fail to pay any principal of any Advance when due, or shall 
fail to pay any interest on any Advance or any fees or other amounts payable hereunder within 
five Business Days after such interest or fees or other amounts shall become due; or 

(b) Any representation or warranty made by the Company herein or by the Company 
(or any of its officers) in connection with this Agreement shall prove to have been incorrect in 
any material respect when made; or 

(c) The Company shall fail to perform or observe any other term, covenant or 
agreement contained in Sections 5.01(b), 5.01(i)(iv), 5.0l(i) or 5.02 on its part to be performed 
or observed; or the Company shall fail to perform or observe any other term, covenant or 
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agreement contained in this Agreement on its part to be performed or observed and any such 
failure shall remain unremedied for 30 days after written notice thereof shall have been given to 
the Company by the Administrative Agent or any Lender; or 

(d) The Company or any of its Subsidiaries shall fail to pay any amount in respect of 
any Indebtedness in excess of $35,000,000 (but excluding Indebtedness hereunder) of the 
Company or such Subsidiary (as the case may be), or any interest or premium thereon, when due 
(whether by scheduled matwity, required prepayment, acceleration, demand or otherwise) and 
such failure shall continue after the applicable grace period, if any, specified in the agreement or 
instrument relating to such Indebtedness; or any other default under any agreement or instrument 
relating to any such Indebtedness, or any other event, shall occur and shall continue after the 
applicable grace period, if any, specified in such agreement or instrument, if the effect of such 
default or event is to accelerate, or to permit the acceleration of, the maturity of such 
Indebtedness; or any such Indebtedness shall be declared to be due and payable, or required to be 
prepaid (other than by a regularly scheduled required prepayment), prior to the stated maturity 
thereof; or 

(e) The Company or any of its Subsidiaries shall generally not pay its debts as such 
debts become due, or shall admit in writing its inability to pay its debts generally, or shall make a 
general assignment for the benefit of creditors; or any proceeding shall be instituted by or against 
the Company or any of its Subsidiaries seeking to adjudicate it a bankrupt or insolvent, or 
seeking liquidation, winding up, reorganization, arrangement, adjustment, protection, relief, or 
composition of it or its debts under any law relating to bankruptcy, insolvency or reorganization 
or relief of debtors, or seeking the entry of an order for relief or the appointment of a receiver, 
trustee, or other similar official for it or for any substantial part of its property; or the Company 
or any of its Subsidiaries shall take any action indicating its approval of, consent to or 
acquiescence in any of the actions set forth above in this subsection (e); or 

(f) Any judgment or order fur the payment of money in excess of $35,000,000 shall 
be rendered against the Company or any of its Subsidiaries and either (i) enforcement 
proceedings shall have been commenced by any creditor upon such judgment or order or (ii) 
there shall be any period of 30 consecutive days during which a stay of enforcement of such 
judgment or order, by reason of a pending appeal or otherwise, shall not be in effect; or 

(g) Any Termination Event with respect to a Plan shall have occurred, and, 30 days 
after notice thereof shall have been given to the Company by the Administrative Agent, (i) such 
Termination Event (if correctable) shall not have been corrected and (ii) the then present value of 
such Plan’s vested benefits exceeds the then current value of assets accumulated in such Plan by 
more than the amount of $20,000,000 (or in the case of a Termination Event involving the 
withdrawal of a “substantial employer” (as defined in Section 4001(a)(2) of ERISA), the 
withdrawing employer’s proportionate share of such excess shall exceed such amount); or 

(h) The Company or any of its Affiliates as employer under a Multiemployer Plan 
shall have made a complete or partial withdrawal fkom such Multiemployer Plan and the plan 
sponsor of such Multiemployer Plan shall have notified such withdrawing employer that such 
employer has incurred a withdrawal liability in an annual amount exceeding $20,000,000; or 
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(i) A Change of Control shall occur; 

then, and in any such event, the Administrative Agent shall at the request, or may with the 
consent, of the Majority Lenders, by notice to the Company, (i) declare the Commitments and the 
obligation of each Lender to make Advances to be terrninated, whereupon the same shall 
forthwith terminate, and (ii) declare the Advances, all interest thereon and all other amounts 
payable under this Agreement to be forthwith due and payable, whereupon the Advances, all 
such interest and all such amounts shall become and be forthwith due and payable, without 
presentment, demand, protest or further notice of any kind, all of which are hereby expressly 
waived by the Company; provided, koweveu, that in the event of an actual or deemed entry of an 
order for relief with respect to the Company or any of its Subsidiaries under the Federal 
Bankruptcy Code, (A) the obligation of each Lender to make Advances shall automatically be 
terminated and (B) the Advances, all such interest and all such amounts shall automatically 
become and be due and payable, without presentment, demand, protest or any notice of any kind, 
all of which are hereby expressly waived by the Company. 

ARTICLE VI1 
THE ADMINISTRATIVE AGENT 

SECTION 7.01. Appointment and Authority. 

Each of the Lenders hereby irrevocably appoints Bank of America to act on its behalf as 
the Administrative Agent hereunder and authorizes the Administrative Agent to take such actions 
on its behalf and to exercise such powers as are delegated to the Administrative Agent by the 
terms hereof or thereof, together with such actions and powers as are reasonably incidental 
thereto. The provisions of this Article VI1 are solely for the benefit of the Administrative Agent 
and the Lenders, and the Company shall not have rights as a third party beneficiary of any of 
such provisions. 

SECTION 7.02. Rights as a Lader .  

The Person serving as the Administrative Agent hereunder shall have the same rights and 
powers in its capacity as a Lender as any other Lender and may exercise the same as though it 
were not the Administrative Agent and the term “Lender” or “Lenders” shall, unless otherwise 
expressly indicated or unless the context otherwise requires, include the Person serving as the 
Administrative Agent hereunder in its individual capacity. Such Person and its Affiliates may 
accept deposits from, lend money to, act as the financial advisor or in any other advisory 
capacity for and generally engage in any kind of business with the Company or any Subsidiary or 
other Affiliate thereof as if such Person were not the Administrative Agent hereunder and 
without any duty to account therefor to the Lenders. 

SECTION 7.03. Exculpatory Pruvisions. 

The Administrative Agent shall not have any duties or obligations except those expressly 
set forth herein. Without limiting the generality of the foregoing, the Administrative Agent: 
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(a) shall not be subject to any fiduciary or other implied duties, regardless of whether 
a Default has occurred and is continuing; 

(b) shall not have any duty to take any discretionary action or exercise any 
discretionary powers, except discretionary rights and powers expressly contemplated hereby that 
the Administrative Agent is required to exercise as directed in writing by the Majority Lenders 
(or such other number or percentage of the Lenders as shall be expressly provided for herein), 
provided that the Administrative Agent shall not be required to take any action that, in its 
opinion or the opinion of its counsel, may expose the Administrative Agent to liability or that is 
contrary to this Agreement or applicable law; and 

(c) shall not, except as expressly set forth herein, have any duty to disclose, and shall 
not be liable for the failure to disclose, any information relating to the Company or any of its 
Affiliates that is communicated to or obtained by the Person serving as the Administrative Agent 
or any of its Affiliates in any capacity. 

The Administrative Agent shall not be liable for any action taken or not taken by it (i) 
with the consent or at the request of the Majority Lenders (or such other number or percentage of 
the Lenders as shall be necessary, or as the Administrative Agent shall believe in good faith shall 
be necessary, under the circumstances as provided in Sections 8.01 and 6.02(i)) or (ii) in the 
absence of its own gross negligence or willful misconduct. The Administrative Agent shall be 
deemed not to have knowledge of any Default or Event of Default unless and until notice 
describing such Default or Event of Default is given to the Administrative Agent by the 
Company or a Lender. 

The Administrative Agent shall not be responsible for or have any duty to ascertain or 
inquire into (i) any statement, warranty or representation made in or in connection with this 
Agreement, (ii) the contents of any certificate, report or other document delivered hereunder or 
thereunder or in connection herewith or therewith, (iii) the performance or observance of any of 
the covenants, agreements or other terms or conditions set forth herein or therein or the 
occurrence of any Default or Event of Default, (iv) the validity, enforceability, effectiveness or 
genuineness of this Agreement or any other agreement, instrument or document or (v) the 
satisfaction of any condition set forth in Article IV or elsewhere herein, other than to confirm 
receipt of items expressly required to be delivered to the Administrative Agent. 

SECTION 7.04. Reliance by Administrative Agent. 

The Administrative Agent shall be entitled to rely upon, and shall not incur any liability 
for relying upon, any notice, request, certificate, consent, statement, instrument, document or 
other writing (including any electronic message, Internet or intranet website posting or other 
distribution) believed by it to be genuine and to have been signed, sent or otherwise 
authenticated by the proper Person. The Administrative Agent also may rely upon any statement 
made to it orally or by telephone and believed by it to have been made by the proper Person, and 
shall not incur any liability for relying thereon. In determining compliance with any condition 
hereunder to the making of an Advance that by its terms must be fulfilled to the satisfaction of a 
Lender, the Administrative Agent may presume that such condition is satisfactory to such Lender 
unless the Administrative Agent shall have received notice to the contrary from such Lender 
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prior to the making of such Advance. The Administrative Agent may consult with legal counsel 
(who may be counsel for the Company), independent accountants and other experts selected by 
it, and shall not be liable for any action taken or not taken by it in accordance with the advice of 
any such counsel, accountants or experts. 

SECTION 7,UX Delegation of Duties. 

The Administrative Agent may perform any and all of its duties and exercise its rights 
and powers hereunder by or through any one or more sub-agents appointed by the Administrative 
Agent. The Administrative Agent and any such sub-agent may perform any and all of its duties 
and exercise its rights and powers by or through their respective Related Parties. The 
exculpatory provisions of this Article VI1 shall apply to m y  such sub-agent and to the Related 
Parties of the Administrative Agent and any such sub-agent, and shall apply to their respective 
activities in connection with the syndication of the credit facilities provided for herein as well as 
activities as Administrative Agent. 

SECTION 7.06. Resignation of Administrative Agent. 

The Administrative Agent may at any time give notice of its resignation to the Lenders 
and the Company. Upon receipt of any such notice of resignation, the Majority Lenders shall 
have the right, in consultation with the Company, to appoint a successor, which shall be a bank 
with an office in the United States, or an Affiliate of any such bank with an office in the United 
States. If no such successor shall have been so appointed by the Majority Lenders and shall have 
accepted such appointment within 30 days after the retiring Administrative Agent gives notice of 
its resignation, then the retiring Administrative Agent may on behalf of the Lenders appoint a 
successor Administrative Agent meeting the qualifications set forth above; provided that if the 
Administrative Agent shall notify the Company and the Lenders that no qualifying Person has 
accepted such appointment, then such resignation shall nonetheless become effective in 
accordance with such notice and (1) the retiring Administrative Agent shall be discharged fiom 
its duties and obligations hereunder and (2)  all payments, communications and determinations 
provided to be made by, to or through the Administrative Agent shall instead be made by or to 
each Lender directly, until such time as the Majority Lenders appoint a successor Administrative 
Agent as provided for above in this Section 7.06. Upon the acceptance of a successor’s 
appointment as Administrative Agent hereunder, such successor shall succeed to and become 
vested with all of the rights, powers, privileges and duties of the retiring (or retired) 
Administrative Agent, and the retiring Administrative Agent shall be discharged from all of its 
duties and obligations hereunder (if not already discharged therefrom as provided above in this 
Section 7.06). The fees payable by the Company to a successor Administrative Agent shall be 
the same as those payable to its predecessor unless otherwise agreed between the Company and 
such successor. After the retiring Administrative Agent’s resignation hereunder, the provisions 
of this Article VI1 and Section 8.04 shall continue in effect for the benefit of such retiring 
Administrative Agent, its sub-agents and their respective Related Parties in respect of any actions 
taken or omitted to be taken by any of them while the retiring Administrative Agent was acting 
as Administrative Agent. 
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SECTION 7.07. Norz-Reliance on Administrative Agent and Other Lenders. 

Each Lender acknowledges that it has, independently and without reliance upon the 
Administrative Agent or any other Lender or any of their Related Parties and based on such 
documents and information as it has deemed appropriate, made its own credit analysis and 
decision to enter into this Agreement. Each Lender also acknowIedges that it will, independently 
and without reliance upon the Adrninistrative Agent or any other Lender or any of their Related 
Parties and based on such documents and information as it shall fiom time to time deem 
appropriate, continue to make its own decisions in taking or not taking action under or based 
upon this Agreement or any related agreement or any document fumished hereunder or 
thereunder. 

SECTIUN 7.08. No Other Duties, Etc. 

Anything herein to the contrary notwithstanding, none of the Arrangers or the 
Syndication Agent listed on the cover page hereof shall have any powers, duties or 
responsibilities under this Agreement, except in its capacity, as applicable, as a Lender 
hereunder. 

ARTICLE VI11 
MISCELLANEOUS 

SECTION 8.01. Amendments, Etc. 

No amendment or waiver of any provision of this Agreement, nor consent to any 
departure by the Company therefrom, shall in any event be effective unless the same shall be in 
writing and signed by the Majority Lenders and the Company and acknowledged by the 
Administrative Agent, and then such waiver or consent shall be effective only in the specific 
instance and for the specific purpose for whch given; provided, however, that no amendment, 
waiver or consent shall, unless in writing and signed by all of the Lenders, do any of the 
following: (a) waive any of the conditions specified in Section 3.01 or 3.02, (b) change the 
Commitment of any Lender or subject any Lender to any additional obligations (other than 
pursuant to Section 2.04), (c) reduce the principal of, or interest on, the Advances or any fees or 
other amount payable hereunder, (d) postpone any date fixed by this Agreement for any payment 
of principal, interest, fees or other amounts due to the Lenders (or any of them) or any fees 
hereunder, (e) change the percentage of the Commitments or of the aggregate unpaid principal 
amount of the Advances, or the number of Lenders, which shall be required for the Lenders or 
any of them to take any action under this Agreement, ( f )  change Section 2.15 in a manner that 
would alter the pro rata sharing of payments required thereby without the written consent of each 
Lender, and (i) amend, waive, or in any way modify or suspend any provision of this Section 
8.01; andprovided, further, that (i) no amendment, waiver or consent shall, unless in writing and 
signed by the Administrative Agent in addition to the Lenders required hereinabove to take such 
action, affect the rights or duties of the Administrative Agent under this Agreement and (ii) 
Section 8.07(i) may not be amended, waived or otherwise modified without the consent of each 

32 



Granting Lender all or any part of whose Advances are being funded by an SPC at the time of 
such amendment, waiver or other modification. 

SECTIUN 8.02. Nutices, Etc. 

(a) Notices Generally. All notices and other communications provided for hereunder 
shall, unless otherwise stated herein, be in writing (including telegraphic communication) and 
mailed, telecopied, delivered or, in the case of the Company, e-mailed, 

(i) if to the Company, at its address at 41 0 S. Wilmington Street, PEB 19A3, 
Raleigh, North Carolina 27601, Attention: Director of Financial Operations, Treasury 
Department, Facsimile No.: (91 9) 546-7826, e-mail: charles.beuris@pgnmail.com, 
websi te: www.progress-energy. com; 

(ii) if to any Lender, at its Domestic Lending Office set forth opposite its 
name on Schedule I1 hereto; 

(iii) if to the Administrative Agent, at the addresses set forth below: 

(A) for Payment and Requests for Credit Extensions: 

Bank of America, N.A. 
901 Main Street, 14th F1. 
Mail Code: TX 1-492- 14- 12 
Dallas, TX 75202-3714 
Attention: Jacqueline R. Archuleta 
Telephone: (2 14) 209-2 135 
Telecopier: (214) 290-8372 
Electronic Mail: Jacqueline.a.rchuleta@bankofamerica.com 
Account No.: 1292000883 
Ref.: Progress Energy Florida, Inc. 
ABA#: 111000012 

(B) for Other Notices as Administrative Agent: 

Bank of America, N.A. 
Agency Management 
100 North Tryon St., 14th F1. 
Mail Code: NC 1-007- 14-24 
Charlotte, NC 28255 
Attention: Kimberly Williams 
Telephone: (704) 387-5448 
Telecopier: (704) 409-0650 
Electronic Mail: kim.williams@bankofamerica.com 

; or 
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(iv) as to each party, at such other address as shall be designated by such party 
in a written notice to the other parties in accordance with subsection (d) of this Section 
8.02. 

Notices sent by hand or overnight courier service, or mailed by certified or registered 
mail, shall be deemed to have been given when received; notices sent by telecopier shall be 
deemed to have been given when sent (except that, if not given during normal business hours for 
the recipient, shall be deemed to have been given at the opening of business on the next business 
day for the recipient). Notices delivered through electronic communications to the extent 
provided in subsection (b) below, shall be effective as provided in such subsection (b). 

(b) Electrunic Communications. 

(i) Notices and other communications to the Lenders hereunder may be 
delivered or hmished by electronic communication (including e-mail and htemet or 
intranet websites) pursuant to procedures approved by the Administrative Agent, 
provided that the foregoing shall not apply to notices to any Lender pursuant to Article I1 
if such Lender has notified the Administrative Agent that it is incapable of receiving 
notices under such Article by electronic communication. The Administrative Agent or 
the Company may, in its discretion, agree to accept notices and other communications to 
it hereunder by electronic communications pursuant to procedures approved by it, 
provided that approval of such procedures may be limited to particular notices or 
communications. 

(ii) Unless the Administrative Agent otherwise prescribes, (i) notices and 
other communications sent to an e-mail address shall be deemed received upon the 
sender’s receipt of an acknowledgement from the intended recipient (such as by the 
“return receipt requested” function, as available, retum e-mail or other written 
acknowledgement), provided that if such notice or other communication is not sent 
during the normal business hours of the recipient, such notice or communication shall be 
deemed to have been sent at the opening of business on the next business day for the 
recipient, and (ii) notices or communications posted to an Internet or intranet website 
shall be deemed received upon the deemed receipt by the intended recipient at its e-mail 
address as described in the foregoing clause (i) of notification that such notice or 
communication is available and identifyng the website address therefor. 

(iii) Documents required to be delivered pursuant to Section S.Ol(i), (ii), (iii) 
or (viii) (to the extent any such documents are included in materials otherwise filed with 
the SEC) may be delivered electronically and if so delivered, shall be deemed to have 
been delivered on the date (i) on which the Company posts such documents, or provides a 
link thereto on the Company’s website on the Intemet at the website address set forth in 
Section 8.02; or (ii) on which such documents are posted on the Company’s behalf on an 
Internet or intranet website, if any, to which each Lender and the Administrative Agent 
have access (whether a commercial, third-party website or whether sponsored by the 
Administrative Agent); provided that: (i) the Company shall deliver paper copies of such 
documents to the Administrative Agent or any Lender that requests the Company to 
deliver such paper copies until a written request to cease delivering paper copies is given 
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by the Administrative Agent or such Lender and fii) the Company shall notify the 
Administrative Agent and each Lender (by telecopier or electronic mail) of the posting of 
any such documents and provide to the Administrative Agent by electronic mail 
electronic versions (k, soft copies) of such documents. The Administrative Agent shall 
have no obligation to request the delivery or to maintain copies of the documents referred 
to above, and in any event shall have no responsibility to monitor compliance by the 
Company with any such request for delivery, and each Lender shall be solely responsible 
for requesting delivery to it or maintaining its copies of such documents. 

(c) The Plaqorvn. The Company hereby acknowledges that (i) the Administrative 
Agent and/or the Arrangers will make available to the Lenders materials and/or information 
provided by or on behalf of the Company hereunder (collectively, “Company Materials”) by 
posting the Company Materials on IntraLinks or another similar electronic system (the 
“Platform”) and (ii) certain of the Lenders may be “public-side” Lenders (ie., Lenders that do 
not wish to receive material non-public infomation with respect to the Company or its 
securities) (each, a “Public Lender”). The Company hereby agrees that so long as the Company 
is the issuer of any outstanding debt or equity securities that are registered or issued pursuant to a 
private offering or is actively contemplating issuing any such securities (A) all Company 
Materials that are to be made available to Public Lenders shall be clearly and conspicuously 
marked “PUI3LIC” whch, at a minimum, shall mean that the word “PUBLIC” shall appear 
prominently on the first page thereof; (B) by marking Company Materials “PUBLIC”, the 
Company shall be deemed to have authorized the Administrative Agent, the Arrangers and the 
Lenders to treat such Company Materials as not containing any material non-public information 
with respect to the Company or its securities for purposes of United States Federal and state 
securities laws (provided, however, that to the extent such Company Materials constitute 
Information, they shall be treated as set forth in Section 8.15); (C) all Company Materials 
marked “PUBLIC” are permitted to be made available through a portion of the Platform 
designated “Public Investor”; and (D) the Administrative Agent and the Arrangers shall be 
entitled to treat any Company Materials that are not marked “PUBLIC” as being suitable only for 
posting on a portion of the Platform not designated “Public Investor.” Notwithstanding the 
foregoing, the Company shall be under no obligation to mark any Company Materials 
“PUBLIC” . 

THE PLATFORM IS PROVIDED “AS IS” AND “AS AVAILABLE.” THE 
ADMINISTRATIVE AGENT PARTIES (AS DEFINED BELOW) DO NOT WARRANT THE 
ACCURACY OR COMPLETENESS OF THE COMPANY MATERIALS OR THE 
ADEQUACY OF THE PLATFORM, AND EXPRESSLY DISCLAIM LIABILITY FOR 
ERRORS IN OR OMISSIONS FROM THE COMPANY MATERIALS. NO WARRANTY OF 
ANY KIND, EXPRESS, IMPLIED OR STATUTORY, INCLUDING ANY WARRANTY OF 

OF THIRD PARTY RIGHTS OR FREEDOM FROM VIRUSES OR OTHER CODE 
DEFECTS, IS MADE BY ANY AGENT PARTY IN CONNECTION WITH THE COMPANY 
MATERIALS OR THE PLATFORM. In no event shall the Administrative Agent or any of its 
Related Parties (collectively, the “Agent Parties”) have any liability to the Company, any Lender 
or any other Person for losses, claims, damages, liabilities or expenses of any kind (whether in 
tort, contract or otherwise) arising out of the Company’s or the Administrative Agent’s 
transmission of Company Materials through the Intemet, except to the extent that such losses, 

MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE, NON-INFRINGEMENT 
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claims, damages, liabilities or expenses are determined by a court of competent jurisdiction by a 
final and nonappealable judgment to have resulted from the gross negligence or willful 
misconduct of such Agent Party; provided, however, that in no event shall any Agent Party have 
any liability to the Company, any Lender or any other Person for indirect, special, incidental, 
consequential or punitive damages (as opposed to direct or actual damages). 

(d) Change of Address, Etc. Each of the Company and the Administrative Agent may 
change its address, telecopier or telephone number for notices and other communications 
hereunder by notice to the other parties hereto. Each other Lender may change its address, 
telecopier or telephone number for notices and other communications hereunder by notice to the 
Company and the Administrative Agent. In addition, each Lender agrees to notify the 
Administrative Agent from time to time to ensure that the Administrative Agent has on record 
(i) an effective address, contact name, telephone number, telecopier number and electronic mail 
address to which notices and other communications may be sent and (ii) accurate wire 
instructions for such Lender. 

(e) Reliance by Administrative Agent and Lenders. The Administrative Agent and 
the Lenders shall be entitled to rely and act upon any notices (including telephonic Notices of 
Borrowings) purportedly given by or on behalf of the Company even if (i) such notices were not 
made in a manner specified herein, were incomplete or were not preceded or followed by any 
other form of notice specified herein, or (ii) the terms thereof, as understood by the recipient, 
varied from any confirmation thereof. The Company shall indemnify the Administrative Agent, 
each Lender and the Related Parties of each of them kom all losses, costs, expenses and 
liabilities resulting from the reliance by such Person on each notice purportedly given by or on 
behalf of the Company, except to the extent of such Person’s gross negligence or willful 
misconduct. All telephonic notices to and other telephonic communications with the 
Administrative Agent may be recorded by the Administrative Agent, and each of the parties 
hereto hereby consents to such recording. 

SECTION 8.03. No Waiver; Remedies, 

No failure on the part of any Lender or the Administrative Agent to exercise, and no 
delay in exercising, any right, remedy, power or privilege hereunder shall operate as a waiver 
thereof; nor shall any single or partial exercise of any right, remedy, power or privilege 
hereunder preclude any other or further exercise thereof or the exercise of any other right, 
remedy, power or privilege. The rights, remedies, powers and privileges herein provided are 
cumulative and not exclusive of any rights, remedies, powers and privileges provided by law. 

SECTION 8.04, Costs, Expenses and Trtxes. 

(a) The Company agrees to pay on demand all costs and expenses of (i) the 
Administrative Agent and its Affiliates in connection with the syndication of the credit facility 
provided for herein, the preparation, negotiation, execution, delivery and administration of this 
Agreement and the other documents to be delivered hereunder, the first Borrowing under this 
Agreement and any modification, amendment or waiver of any provisions of, or supplement to, 
this Agreement and the other documents to be delivered hereunder (whether or  not the 
transaction contemplated hereby or thereby shall be consummated) and (ii) the Lenders and the 
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Administrative Agent in connection with the enforcement or protection of the rights and 
remedies of the Lenders and the Administrative Agent under this Agreement and the other 
documents to be delivered hereunder (whether through negotiations or legal proceedings), 
including its rights under this Section 8.04 or in connection with the Advances made hereunder, 
including all such out-of-pocket expenses incurred during any workout, restructuring or 
negotiation in respect of such Advances, all the above costs and expenses to include, without 
limitation, the reasonable fees and out-of-pocket expenses of counsel for the Administrative 
Agent and each of the Lenders with respect thereto. h addition, the Company shall pay any and 
all stamp and other taxes payable or determined to be payable in connection with the execution 
and delivery of this Agreement and the other docments to be delivered hereunder, and agrees to 
save the Administrative Agent and each Lender harmless from and against any and all liabilities 
with respect to or resulting from any delay in paying or omission to pay such taxes. 

(b) If, due to payments made by the Company due to acceleration of the maturity of 
the Advances pursuant tu Section 6.01, or due to any other reason, any Lender receives payments 
of principal of any Eurodollar Rate Advance based upon the Eurodollar Rate other than on the 
last day of the Interest Period for such Advance, the Company shall, upon demand by such 
Lender (with a copy of such demand to the Administrative Agent), pay to the Administrative 
Agent for the account of such Lender any amounts required to compensate such Lender for any 
additional losses, costs or expenses which it may reasonably incur as a result of such payment, 
including, without limitation, any loss (including loss of anticipated profits), cost or expense 
incurred by reason of the liquidation or reemployment of deposits or other funds acquired by any 
Lender to fund or maintain such Advance. 

(c) Any and all payments by or on account of any obligation of the Company 
hereunder shall be made, in accordance with Section 2.14, free and clear of and without 
deduction or withholding for any and all present or future taxes, levies, imposts, duties, 
deductions, assessments, fees or other charges or withholdings, and all liabilities with respect 
thereto, excluding, in the case of each Lender and the Administrative Agent, taxes imposed on or 
measured by its overall net income (however denominated), and franchise taxes imposed on it (in 
lieu of net income taxes), by the jurisdiction under the laws of which such Lender or the 
Administrative Agent (as the case may be) is organized or any political subdivision thereof and, 
in the case of each Lender, taxes imposed on or measured by its overall net income (however 
denominated), and fianchise taxes imposed on it (in lieu of net income taxes), by the jurisdiction 
of such Lender’s Applicable Lending Office or any political subdivision thereof (all such non- 
excluded taxes, levies, imposts, deductions, charges, withholdings and liabilities being 
hereinafter referred to as “Taxes”). If the Company shall be required by law to deduct any Taxes 
from or in respect of any sum payable hereunder to any Lender or the Administrative Agent, (i) 
the sum payable shall be increased as may be necessary so that after making all required 
deductions (including deductions applicable to additional sums payable under this Section 8.04) 
such Lender or the Administrative Agent (as the case may be) receives an amount equal to the 
sum it would have received had no such deductions been made, (ii) the Company shall make 
such deductions and (iii) the Company shall timely pay the full amount deducted to the relevant 
taxation authority or other authority in accordance with applicable law. 

(d) The Company will indemnify each Lender and the Administrative Agent for the 
full amount of Taxes (including, without limitation, any Taxes imposed by any jurisdiction on 
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amounts payable under this Section 8.04) paid by such Lender or the Administrative Agent (as 
the case may be) and any liability (including penalties, interest and expenses) arising therefrom 
or with respect thereto, whether or not such Taxes were correctly or legally imposed or asserted. 
This indemnification shall be made within 10 days from the date such Lender or the 
Administrative Agent (as the case may be) makes written demand therefor. A certificate as to the 
amount of such payment or liability delivered to the Company by a Lender (with a copy to the 
Administrative Agent), or by the Administrative Agent on its own behalf or on behalf of a 
Lender, shall be conclusive absent manifest error. As soon as practicable after any payment of 
Taxes by the Company to the relevant taxation authority or other authority, the Company shall 
deliver to the Administrative Agent the original or a certified copy of a receipt issued by such 
authority evidencing such payment, a copy of the return reporting such payment or other 
evidence of such payment reasonably satisfactory to the Administrative Agent. 

(e) Prior to the date of the initial Borrowing or on the date of the Assignment and 
Assumption pursuant to which it became a Lender, in the case of each Lender that becomes a 
Lender by virtue of entering into an Assignment and Assumption, and from time to time 
thereafter if requested by the Company or the Administrative Agent, each Lender organized 
under the laws of a jurisdiction outside the United States shall provide the Administrative Agent 
and the Company with the forms prescribed by the Internal Revenue Service of the United States 
certifying that such Lender is exempt fi-om United States withholding taxes with respect to all 
payments to be made to such Lender hereunder. If for any reason during the term of t h s  
Agreement, any Lender becomes unable to submit the foms referred to above or the information 
or representations contained therein are no longer accurate in any material respect, such Lender 
shall notify the Administrative Agent and the Company in writing to that effect. Unless the 
Company and the Administrative Agent have received forms or other documents satisfactory to 
them indicating that payment hereunder are not subject to United States withholding tax, the 
Company or the Administrative Agent shall withhold taxes from such payments at the applicable 
statutory rate in the case of payments to or for any Lender organized under the laws of a 
jurisdiction outside the United States. 

(f) Any Lender claiming any additional amounts payable pursuant to 2.12 or Section 
8.04(c) or (d) or who gives a notice pursuant to Section 2.13 shall use its reasonable efforts 
(consistent with its intemal policy and legal and regulatory restrictions) (i) to change the 
jurisdiction of its Applicable Lending Office if, in the judgrnent of such Lender, the making of 
such a change would avoid the need for, or reduce the amount of, any such additional amounts 
which may thereafter accrue pursuant to Section 2.12 or Section 8.04(c) or (d), or eliminate the 
need for the notice pursuant to Section 2.13, and would not, in the reasonable judgment of such 
Lender, be otherwise disadvantageous to such Lender and (ii) to otherwise minimize the amounts 
due, or to become due, under Sections 8.04(c) and (d). The Company hereby agrees tu pay all 
reasonable costs and expenses incurred by any Lender in connection with any such change in 
jurisdiction. 

(8) If the Company makes any additional payment to any Lender pursuant to  Section 
8.04(c) or (d) in respect of any Taxes, and such Lender determines that it has received (i) a 
refund of such Taxes or (ii) a credit against or relief or remission for, or a reduction in the 
amount of, any tax or other govemmental charge solely as a result of any deduction or credit for 
any Taxes with respect to which it has received payments under Sections 8.04(c) and (d), such 
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Lender shall, to the extent that it can do so without prejudice to the retention of such refund, 
credit, relief, remission or reduction, pay to the Company such amount as such Lender shall have 
determined to be attributable to the deduction or withholding of such Taxes. If such Lender later 
determines that it was not entitled to such refbnd, credit, relief, remission or reduction to the full 
extent of any payment made pursuant to the first sentence of this Section 8.04(g), the Company 
shall upon demand of such Lender promptly repay the amount of such overpayment. Any 
determination made by such Lender pursuant to this Section 8.04(g) shall in the absence of bad 
faith or manifest error be conclusive, and nothing in this Section 8.04(g) shall be construed as 
requiring any Lender to conduct its business or to arrange or alter in any respect its tax or 
financial affairs so that it is entitled to receive such a refund, credit or reduction or as allowing 
any Person to inspect any records, including tax retums, of any Lender. 

(h) The Company hereby agrees to indemnify and hold harmless each Lender, the 
Administrative Agent (and any sub-agent thereof), counsel to the Administrative Agent and each 
Related Party of any of the foregoing Persons (each, an ‘‘Indemnified Person”) from and against 
any and all claims, damages, losses, liabilities, costs or expenses (including reasonable attomey’s 
fees and expenses, whether or not such Indemnified Person is named as a party to any 
proceeding or is otherwise subjected to judicial or legal process arising fkom any such 
proceeding), joint and several, that may actually be incurred by or asserted or awarded against 
any Indemnified Person (including, without limitation, in connection with any investigation, 
litigation or proceeding or the preparation of a defense in connection therewith) in each case by 
reason of or in connection with (i) the execution, delivery, or performance of this Agreement or 
any agreement or instrument contemplated hereby, the performance by the parties hereto of their 
respective obligations hereunder or thereunder, the consummation of the transactions 
contemplated hereby or thereby, or, in the case of the Administrative Agent (and any sub-agent 
thereof) and its Related Parties only, the administration of this Agreement and the other 
documents delivered in connection therewith, (ii) any Advance or the use or proposed use of the 
proceeds therefrom, (iii) any actual or alleged presence or release of Hazardous Materials in 
violation of applicable Environmental Laws on or from any property owned or operated by the 
Company or any of its Subsidiaries, or any Environmental Liability related in any way to the 
Company or any of its Subsidiaries, or (iv) any actual or prospective claim, litigation, 
investigation or proceeding relating to any of the foregoing, whether based on contract, tort or 
any other theory, whether brought by a third party or by the Company, and regardless of whether 
any Indemnified Person is a party thereto, provided that such indemnity shall not, as to any 
Indemnified Person, be available to the extent that such claims, damages, losses, liabilities, costs 
or expenses are detennined by a court of competent jurisdiction by final and nonappealable 
judgment to have resulted from the gross negligence or willful misconduct of such Indemnified 
Person. 

(i) To the extent that the Company for any reason fails to indefeasibly pay any 
amount required under subsection (a) or (h) of this Section 8.04 to be paid by it to the 
Administrative Agent (or any sub-agent thereof) or any Related Party of any of the foregoing, 
each Lender severally agrees to pay to the Administrative Agent (or any such sub-agent) or such 
Related Party, as the case may be, such Lender’s ratable portion (detennined as of the time that 
the applicable unreimbursed expense or indemnity payment is sought) of such unpaid amount, 
provided that the unreimbursed expense or indemnified loss, claim, damage, liability or related 
expense, as the case may be, was incurred by or asserted against the Administrative Agent (or 
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any such sub-agent) in its capacity as such, or against any Related Party of any of the foregoing 
acting for the Administrative Agent (or any such sub-agent) in connection with such capacity. 
The obligations of the Lenders under this subsection (i) are subject to the provisions of 
S ec t i on 2.0 2 (d) . 

0) To the fullest extent permitted by applicable law, the Company shall not assert, 
and hereby waives, any claim against any Indemnified Person, on any theory of liability, for 
special, indirect, consequential or punitive damages (as opposed to direct or actual damages) 
arising out of, in connection with, or as a result of, this Agreement or any agreement or 
instrument contemplated hereby, the transactions contemplated hereby or thereby, any Advance 
or the use of the proceeds thereof. No Indemnified Person referred to in subsection (h) above 
shall be liable for m y  damages arising from the use by unintended recipients of any infomation 
or other materials distributed by it through telecommunications, electronic or other information 
transmission systems in connection with this Agreement or the transactions contemplated hereby. 

(k) Without prejudice to the survival of any other agreement of the Company 
hereunder, the agreements and obligations of the Company contained in this Section 8.04 shall 
survive the resignation of the Administrative Agent, the replacement of any Lender, the payment, 
satisfaction or discharge in full of principal and interest hereunder and the termination of 
Commitments. 

SECTION 8.05. Right of Set-ofl. 

Upon (i) the occurrence and during the continuance of any Event of Default and (ii) the 
making of the request or the granting of the consent specified by Section 6.01 to authorize the 
Administrative Agent to declare the Advances due and payable pursuant to the provisions of 
Section 6.01, each Lender is hereby authorized at any time and from time to time, to the fullest 
extent permitted by law, to set off and apply any and all deposits (general or special, time or 
demand, provisional or final) at any time held and other indebtedness at any time owing by such 
Lender to or for the credit or the account of the Company now or hereafter existing under this 
Agreement, irrespective of whether or not such Lender shall have made any demand under this 
Agreement and although such obligations may be unmatured. Each Lender agrees promptly to 
notify the Company after any such set-off and application made by such Lender; provided that 
the failure to give such notice shall not affect the validity of such set-off and application. The 
rights of each Lender under this Section are in addition to other rights and remedies (including, 
without limitation, other rights of set-off) which such Lender may have. 

SECTION 8.06. Binding Effect. 

This Agreement shall become effective when it shall have been executed by the Company 
and the Administrative Agent and when the Administrative Agent shall have been notified by 
each Lender that such Lender has executed it and thereafter shall be binding upon and inure to  
the benefit of the Company, the Administrative Agent and each Lender and their respective 
successors and assigns, except that the Company shall not have the right to assign its rights 
hereunder or any interest herein without the prior written consent of the Administrative Agent 
and each Lender and no Lender may assign or otherwise transfer any of its rights or obligations 
hereunder except (i) to an Eligible Assignee in accordance with the provisions of subsection (a) 
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of Section 8.07, (ii) by way of participation in accordance with the provisions of subsection (e) 
of Section 8.07, (iii) by way of pledge or assignment of a security interest subject to the 
restrictions of subsection (h) of Section 8.07, or (iv) to an SPC in accordance with the provisions 
of subsection (i) of this Section (and any other attempted assignment or transfer by any party 
hereto shall be null and void). Nothing in this Agreement, expressed or implied, shall be 
construed to confer upon any Person (other than the parties hereto, their respective successors 
and assigns permitted hereby, Participants to the extent provided in subsection (d) of this Section 
and, to the extent expressly contemplated hereby, the Related Parties of each of the 
Administrative Agent and the Lenders) any legal or equitable right, remedy or claim under or by 
reason of this Agreement. 

SECTION 8.07. Assignments and Participations. 

(a) Each Lender may (i) with notice to the Company and to the Administrative Agent, 
assign to any other Lender, any Affiliate of a Lender or any Approved Fund all or a portion of its 
rights and obligations under this Agreement, and (ii) with the consent of the Administrative 
Agent and the Company (such consent not to be unreasonably withheld or delayed and, in the 
case of the Company, such consent shall not be required if a Default or an Event of Default has 
occurred and is continuing), assign to one or more other Eligible Assignees all or a portion of its 
rights and obligations under this Agreement (including, without limitation, all or a portion of its 
Commitment and the Advances owing to it); provided, however, that (A) except in the case of an 
assignment of the entire remaining amount of the assigning Lender’s Commitment and the 
Advances at the time owing to it or in the case of an assignment to a Lender or an Affiliate of a 
Lender or an Approved Fund with respect to a Lender, the aggregate amount of the Commitment 
(which for this purpose includes Advances outstanding thereunder) or, if the Commitment is not 
then in effect, the principal outstanding balance of the Advances of the assigning Lender subject 
to each such assignment, determined its of the date the Assignment and Assumption with respect 
to such assignment is delivered to the Administrative Agent or, if “Trade Date” is specified in the 
Assignment and Assumption, as of the Trade Date, shall not be less than $5,000,000 unless each 
of the Administrative Agent and, so long as no Default or Event of Default has occurred and is 
continuing, the Company otherwise consents (each such consent not to be unreasonably withheld 
or delayed); provided, however, that concurrent assignments to members of an Assignee Group 
and concurrent assignments fiom members of an Assignee Group to a single Eligible Assignee 
(or to an Eligible Assignee and members of its Assignee Group) will be treated as a single 
assignment for purposes of determining whether such minimum amount has been met, (B) each 
partial assignment shall be made as an assignment of a proportionate part of all the assigning 
Lender’s rights and obligations under this Agreement with respect to the Advances or the 
Commitment assigned, (C) the parties to each such assignment shall execute and deliver to the 
Administrative Agent, for its acceptance and recording in the Register, an Assignrnent and 
Assumption substantially in the form of Exhibit C hereto and (C) such parties shall also deliver 
to the Administrative Agent a processing and recordation fee in the amount, if my,  required as 
set forth on Schedule 8.07, and the Eligible Assignee, if it shall not be a Lender, shall deliver to 
the Administrative Agent an Administrative Questionnaire. Upon such execution, delivery, 
acceptance and recording, from and after the effective date specified in each Assignment and 
Assumption, (x) the assignee thereunder shall be a party hereto and, to the extent that rights and 
obligations hereunder have been assigned to it pursuant to such Assignment and Assumption, 
have the rights and obligations of a Lender hereunder and (y) the Lender assignor thereunder 
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shall, to the extent that rights and obligations hereunder have been assigned by it pursuant to 
such Assignment and Assumption, relinquish its rights and be released from its obligations under 
this Agreement (and, in the case of an Assignment and Assumption covering all or the remaining 
portion of an assigning Lender’s rights and obligations under this Agreement, such Lender shall 
cease to be a party hereto) but shall continue tu be entitled to the benefits of Sections 2.12, and 
8.04 with respect to facts and circumstances occurring prior tu the effective date of such 
assignment. Upon request, the Company (at its expense) shall execute and deliver a Note to the 
assignee Lender. Any assignment or transfer by a Lender of rights or obligations under this 
Agreement that does not comply with this subsection shall be treated for purposes of this 
Agreement as a sale by such Lender of a participation in such rights and obligations in 
accordance with subsection (d) of this Section. 

(b) By executing and delivering an Assignment and Assumption, the Lender assignor 
thereunder and the assignee thereunder confirm to and agree with each other and the other parties 
hereto as follows: (i) other than as provided in such Assignment and Assumption, such assigning 
Lender makes no representation or warranty and assumes no responsibility with respect to any 
statements, warranties or representations made in or in connection with this Agreement or the 
execution, legality, validity, enforceability, genuineness, sufficiency or value of this Agreement 
or any other instrument or document furnished pursuant hereto; (ii) such assigning Lender makes 
no representation or warranty and assumes no responsibility with respect to the financial 
condition of the Company, any of its Subsidiaries or Affiliates or any Person obligated in respect 
of this Agreement or the performance or observance by the Company of any of its obligations 
under this Agreement or any other instrument or document furnished pursuant hereto; (iii) such 
assignee confirms that it has received a copy of this Agreement, together with copies of the most 
recent financial statements delivered pursuant to Section 5.01 (i)(ii) and such other documents 
and information as it has deemed appropriate to make its own credit analysis and decision to 
enter into such Assignnlent and Assumption; (iv) such assignee will, independently and without 
reliance upon the Administrative Agent, such assigning Lender or any other Lender and based on 
such documents and infomation as it shall deem appropriate at the time, continue to make its 
own credit decisions in taking or not taking action under this Agreement; (v) such assignee 
confirms that it is an Eligible Assignee; and (vi) such assignee agrees that it will perform in 
accordance with their terms all of the obligations which by the terms of this Agreement are 
required to be performed by it as a Lender. 

(c> The Administrative Agent, acting solely for this purpose as an agent of the 
Company, shall maintain at its address referred to in Section 8.02 a copy of each Assignment and 
Assumption (and copies of the related consents of the Company and the Administrative Agent to 
such assignment) delivered to and accepted by it and a register for the recordation of the names 
and addresses of the Lenders and the Commitment of, and principal amount of the Advances 
owing to, each Lender from time to time (the “Register”). The entries in the Register shall be 
conclusive and binding for all purposes, absent manifest error, and the Company, the 
Administrative Agent and the Lenders may treat each Person whose name is recorded in the 
Register as a Lender hereunder for all purposes of this Agreement notwithstanding notice to the 
contrary. The Register shall be available for inspection by the Company or any Lender at any 
reasonable time and from time to time upon reasonable prior notice. In addition, at any time that 
a request for a consent for a material or substantive change to this Agreement is pending, any 
Lender may request and receive from the Administrative Agent a copy of the Register. 
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(d) Upon its receipt of an Assignment and Assumption executed by an assigning 
Lender and an assignee representing that it is an Eligible Assignee, the Administrative Agent 
shall, if such Assignment and Assumption has been completed and is in substantially the form of 
Exhibit C hereto, (i) accept such Assigmnent and Assumption, (ii) record the information 
contained therein in the Register and (iii) give prompt notice thereof to the Company. 

(e) Each Lender may at any time, without the consent of, or notice to, the Company 
or the Administrative Agent, sell participations to any Person (other than a natural person or the 
Company or any of the Company’s Affiliates or Subsidiaries) (each, a ‘~Pavticipant”) in or to all 
or a portion of its rights and obligations under this Agreement (including, without limitation, all 
or a portion of its Commitment and/or the Advances owing to it); provided, however, that (i) such 
Lender’s obligations under this Agreement (including, without limitation, its Commitment to the 
Company hereunder) shall remain unchanged, (ii) such Lender shall remain solely responsible to 
the other parties hereto for the performance of such obligations, (iii) such Lender shall remain 
the holder of any such Advances for all purposes of this Agreement, (iv) the Company, the 
Administrative Agent and the other Lenders shall continue to deal solely and directly with such 
Lender in connection with such Lender’s rights and obligations under this Agreement, and (v) 
any agreement or instrument pursuant to which a Lender sells such a participation shall provide 
that such Lender shall retain the sole right to enforce this Agreement and to approve any 
amendment, modification or waiver of any provision of this Agreement; provided that such 
agreement or instrument may provide that such Lender will not, without the consent of the 
Participant, agree to any amendment, waiver or other modification described in the first proviso 
to Section 8.01 that affects such Participant. Without limiting the generality of the foregoing: (i) 
such participating banks or other entities shall be entitled to the cost protection provisions 
contained in Sections 2.08, 2.12, 8.04(b) and 8.04(c) only if, and to the same extent, the Lender 
from which such participating banks or other entities acquired its participation would, at the 
time, be entitled to claim thereunder, unless the sale of the participation to such Participant is 
made with Company’s prior written consent; and (ii) such participating banks or other entities 
shall also, to the fullest extent permitted by law, be entitled to exercise the rights of set-off 
contained in Section 8.05 as if such participating banks or other entities were Lenders hereunder, 
provided, such Participant agrees to be subject to Section 2.14 as though it were a Lender. 

( f )  If any Lender or any Participant shall make any demand for payment under 
Section 2.12 or the Company is required to pay any additional amount to any Lender or 
governmental authority for the account of any Lender pursuant to Section 8.04(c) or (d), then 
within 30 days after any such demand (if, but only if, such demanded payment has been made by 
the Company), the Company may, at its sole expense and effort, upon notice to such Lender and 
with the approval of the Administrative Agent (which approval shall not be unreasonably 
withheld or delayed) and, demand that such Lender assign in accordance with and subject to the 
restrictions contained in, and consents required by, this Section 8.07 to one or more Eligible 
Assignees designated by the Company all (but not less than all) of such Lender’s Commitment 
(if any> and the Advances owing to it within the period ending on the later to occur of such 30th 
day and the last day of the longest of the then current Interest Periods for such Advances, 
provided that (i) no Default or Event of Default shall then have occurred and be continuing; (ii) 
the Company shall have paid to the Administrative Agent the assignment fee specified in Section 
8.07(a); (iii) such Lender shall have received payment of an amount equal to the outstanding 
principal of its Advances, accrued interest thereon, accrued fees and all other amounts payable to 
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it hereunder (including any amounts under Section 8,04(b) from the assignee (to the extent of 
such outstanding principal and accrued interest and fees) or the Company (in the case of all other 
amounts); (iv) in the case of any such assignment resulting from a claim for compensation under 
Section 2.12 or payments required to be made pursuant to Section S.O4(c) or (d), such 
assignment will result in a reduction in such compensation or payments thereafter; and (v) such 
assignment does not conflict with applicable laws. If any such Eligible Assignee designated by 
the Company shall fail to consummate such assignment on terms acceptable to such Lender, or if 
the Company shall fail to designate any such Eligible Assignees for all or part of such Lender’s 
Commitment or Advances, then such demand by the Company shall become ineffective; it being 
understood for purposes of this subsection (f) that such assignment shall be conclusively deemed 
to be on tenns acceptable to such Lender, and such Lender shall be compelled to consummate 
such assignment to an Eligible Assignee designated by the Company, if such Eligible Assignee 
(i) shall agree to such assignment by entering into an Assignment and Assumption in 
substantially the form of Exhibit C hereto with such Lender and (ii) shall offer compensation to 
such Lender in an amount equal to all amounts then owing by the Company to such Lender 
hereunder, whether for principal, interest, fees, costs or expenses (other than the demanded 
payment referred to above and payable by the Company as a condition to the Company’s right to 
demand such assignment), or otherwise. 

A Lender shall not be required to make any such assignment or delegation if, prior 
thereto, as a result of a waiver by such Lender or otherwise, the circumstances entitling the 
Company to require such assignment and delegation cease to apply. 

(g) Subject to Section 8.16, any Lender may, in connection with any assignment or 
participation or proposed assignment or participation pursuant to this Section 8.07, disclose to 
the assignee or participant or proposed assignee or participant, any information relating to the 
Company hmished to such Lender by or on behalf of the Company. 

(h) Anything in this Section 8.07 to the contrary notwithstanding, any Lender may 
assign and pledge all or any portion of its Commitment and the Advances owing to it to any 
Federal Reserve Bank (and its transferees) as collateral security pursuant to Regulation A of the 
Board of Governors of the Federal Reserve System and any Operating Circular issued by such 
Federal Reserve Bank. No such assignment shall release the assigning Lender fiom its 
obligations hereunder, 

(i) Notwithstanding anything to the contrary contained herein, any Lender (a 
“Granti~zg Lender”) may grant to a special purpose funding vehicle (an “SPC“’) of such Granting 
Lender identified as such in writing fi-om time to time by the Granting Lender to the 
Administrative Agent and the Company, the option to provide to the Company all or any part of 
any Advance that such Granting Lender would otherwise be obligated to make to the Company 
pursuant to this Agreement; pmvided that (i) nothing herein shall constitute a commitment by 
any such SPC to make any Advance, (ii) if such SPC elects not to exercise such option or 
otherwise fails to provide all or any part of such Advance, the Granting Lender shall be obligated 
to make such Advance pursuant to the terms hereof or, if it fails to do so, to make such payment 
to the Administrative Agent as is required under Section 2.12(b)(i) and (iii) no SPC or Granting 
Lender shall be entitled tu receive any greater amount pursuant to Section 2.08 or 2.12 than the 
Granting Lender would have been entitled to receive had the Granting Lender not otherwise 

44 



granted such SPC the option to provide any Advance to the Company. The making of an 
Advance by an SPC hereunder shall utilize the Commitment of the Granting Lender to the same 
extent, and as if, such Advance were made by such Granting Lender. Each party hereto hereby 
agrees that no SPC shall be liable for any indemnity or similar payment obligation under this 
Agreement for whch a Lender would otherwise be liable so long as, and to the extent that, the 
related Granting Lender provides such indemnity or makes such payment. In fmherance of the 
foregoing, each party hereto hereby agrees (which agreement shall survive the termination of this 
Agreement) that, prior to the date that is one year and one day after the payment in full of all 
outstanding commercial paper or other senior indebtedness of any SPC, it will not institute 
against or join any other person in instituting against such SPC any bankruptcy, reorganization, 
arrangement, insolvency or liquidation proceedings under the laws of the United States or any 
State thereof. Notwithstanding the foregoing, the Granting Lender unconditionally agrees to 
indemnify the Company, the Administrative Agent and each Lender against all liabilities, 
obligations, losses, damages, penalties, actions, judgments, suits, costs, expenses or 
disbursements of any kind or nature whatsoever that may be incurred by or asserted against the 
Company, the Administrative Agent or such Lender, as the case may be, in any way relating to 
or arising as a consequence of any such forbearance or delay in the initiation of any such 
proceeding against its SPC. Each party hereto hereby acknowledges and agrees that no SPC 
shall have the rights of a Lender hereunder, such rights being retained by the applicable Granting 
Lender. Accordingly, and without limiting the foregoing, each party hereby further 
acknowledges and agrees that no SPC shall have any voting rights hereunder and that the voting 
rights attributable to any Advance made by an SPC shall be exercised only by the relevant 
Granting Lender and that each Granting Lender shall serve as the administrative agent and 
attorney-in-fact for its SPC and shall on behalf of its SPC receive any and all payments made for 
the benefit of such SPC and take all actions hereunder to the extent, if any, such SPC shall have 
any rights hereunder. In addition, notwithstanding anything to the contrary contained in this 
Agreement any SPC may with notice to, but without the prior written consent of any other party 
hereto, assign all or a portion of its interest in any Advances to the Granting Lender. This 
Section may not be amended without the prior written consent of each Granting Lender, all or 
any part of whose Advance is being funded by an SPC at the time of such amendment. 

SECTION 8.08. Goveriaiigg Law. 

(a) GOVERNING LAW. THIS AGREEMENT SHALL BE GOVERNED BY, AND 
CONSTRUED IN ACCORDANCE WITH, THE LAW OF THE STATE OF NEW YORK. 

(b) SUBMISSION TO JURISDICTION. THE COMPANY IRREVOCABLY AND 
UNCONDITIONALLY SUBMITS, FOR ITSELF AND ITS PROPERTY, TO THE 
NONEXCLUSIVE JURISDICTION OF THE COURTS OF THE STATE OF NEW YORK 
SITTING IN NEW YORK CITY AND OF THE UNITED STATES DISTRICT COURT OF 
THE STATE OF NEW YORK, AND ANY APPELLATE COURT FROM ANY THEREOF, IN 
ANY ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS 
AGREEMENT, OR FOR RECOGNITION OR ENFORCEMENT OF ANY JUDGMENT, AND 
EACH OF THE PARTIES HERETO IRREVOCABLY AND UNCONDITIONALLY AGREES 
THAT ALL CLAIMS IN RESPECT OF ANY SUCH ACTION OR PROCEEDING MAY BE 
HEARD AND DETERMINED IN SUCH NEW YORK STATE COURT OR, TO THE 
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, IN SUCH FEDERAL COURT. 
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EACH OF THE PARTIES HERETO AGREES THAT A FINAL KDGMENT TN ANY SUCH 
ACTION OR PROCEEDING SHALL BE CONCLUSIVE AND MAY BE ENFORCED IN 
OTHER JURISDICTIONS BY SUIT ON THE JUDGMENT OR IN ANY OTHER MANNER 
PROVIDED BY LAW. NOTHING IN THIS AGREEMENT OR IN ANY OTHER 
DOCUMENT SHALL AFFECT ANY RIGHT THAT THE ADMINISTRATIVE AGENT OR 
ANY LENDER MAY OTHERWISE HAVE TO BRING ANY ACTION OR PROCEEDING 
RELATING TO THIS AGREEMENT OR ANY OTHER DOCUMENT AGAINST THE 
COMPANY OR ITS PROPERTIES IN THE COURTS OF ANY JURISDICTION. 

(c) WAIVER OF VENUE. THE COMPANY IRREVOCABLY AND 
UNCONDITIONALLY WAIVES, TO THE FULLEST EXTENT PEXCMITTED BY 
APPLICABLE LAW, ANY OBJECTION THAT IT MAY NOW OR HERIEAFTER HAVE TO 
THE LAYING OF VENUE OF ANY ACTION OR PROCEEDING ARISING OUT OF OR 
RELATING TO THIS AGREEMENT OR ANY OTHER DOCUMENT IN ANY COURT 
REFERRED TO IN SUBSECTION (B) OF THIS SECTION. EACH OF THE PARTIES 
HERETO HEREBY IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED 
BY APPLICABLE LAW, THE DEFENSE OF AN INCONVENIENT FORUM TO THE 
MAINTENANCE OF SUCH ACTION OR PROCEEDING IN ANY SUCH COURT. 

(d) SERVICE OF PROCESS. EACH PARTY HERETO IRREVOCABLY 
CONSENTS TO SERVICE OF PROCESS IN THE MANNER PROVIDED FOR NOTICES IN 
SECTION 8.02. NOTHING IN THIS AGREEMENT WILL AFFECT THE RIGHT OF ANY 
PARTY HERETO TO SERVE PROCESS IN ANY OTHER MANNER PERMITTED BY 
APPLICABLE LAW. 

SECTION 8.09. WAIVER OF JURY TRIAL. 

EACH PARTY HERETO HEREBY rmvocmw WAIVES, TO THE FULLEST 
EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TFUAL 
BY JURY IN ANY LEGAL PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT 
OF OR RELATING TO THIS AGREEMENT OR ANY OTHER DOCUMENT OR THE 
TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY (WHETHER BASED ON 
CONTRACT, TORT OR ANY OTHER THEORY). EACH PARTY HERETO (A) CERTIFIES 
THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PERSON HAS 
REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PERSON WOULD 
NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER 
AND (E3)ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERETO HAVE 
BEEN INDUCED TO ENTER INTO THIS AGREEMENT AND THE OTHER DOCUMENTS 
BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN 
THIS SECTION. 

SE CTIUN S.10. Execution in Counterparts. 

This Agreement may be executed in any number of counterparts and by different parties 
hereto in separate counterparts, each of which when so executed shall be deemed to be an 
original and all of which taken together shall constitute one and the same agreement. 
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SECTION 8.1 1. Severability. 

Any provision of this Agreement which is prohibited, unenforceable or not authorized in 
any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such prohibition, 
unenforceability or non-authorization without invalidating the remaining provisions hereof or 
affecting the validity, enforceability or legality of such provision in any other jurisdiction. 

SECTION 8.12. Heudings. 

Section headings in this Agreement are included herein for convenience of reference only 
and shall not constitute a part of this Agreement for any other purpose. 

SECTION 8.13. Entire Agreement. 

This Agreement constitutes the entire contract between the parties relative to the subject 
matter hereof. Any previous agreement among the parties with respect to the subject matter 
hereof is superseded by this Agreement. Except as is expressly provided for herein, nothing in 
this Agreement, expressed or implied, is intended to confer upon any party other than the parties 
hereto any rights, remedies, obligations or liabilities under or by reason of this Agreement. 

SECTION 8.14. Payments Set Aside. 

Tu the extent that any payment by or on behalf of the Company is made to the 
Administrative Agent or any Lender, or the Administrative Agent or any Lender exercises its 
right of setoff, and such payment or the proceeds of such setoff or any part thereof is 
subsequently invalidated, declared to be fraudulent or preferential, set aside or required 
(including pursuant to any settlement entered into by the Administrative Agent or such Lender in 
its discretion) to be repaid to a trustee, receiver or any other party, in connection with any 
proceeding under any Debtor Relief Law or otherwise, then (a) to the extent of such recovery, 
the obligation or part thereof originally intended to be satisfied shall be revived and continued in 
full force and effect as if such payment had not been made or such setoff had not occurred, and 
(b) each Lender severally agrees to pay to the Administrative Agent upon demand its applicable 
share (without duplication) of any amount so recovered from or repaid by the Administrative 
Agent, plus interest thereon from the date of such demand to the date such payment is made at a 
rate per annum equal to the Federal Funds Rate from time to time in effect. The obligations of 
the Lenders under clause (b) of the preceding sentence shall survive the payment in full of all 
principal and interest hereunder and the termination of this Agreement. 

SECTIUN 8.1 5. Treatment of Certain Ififormation; Cunfidentiulity. 

Each of the Administrative Agent and the Lenders agrees to maintain the confidentiality 
of the Information (as defined below), except that Information may be disclosed (i) to its Related 
Parties (it being understood that the Persons to whom such disclosure is made will be informed 
of the confidential nature of such Information and instructed to keep such Information 
confidential), (ii) to the extent requested by any regulatory authority purporting to have 
jurisdiction over it (including any self-regulatory authority, such as the National Association of 
Insurance Commissioners), (iii) to the extent required by applicable laws or regulations or by any 
subpoena or similar legal process, (iv) to any other party hereto, (v) in connection with the 
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exercise of any remedies hereunder or any action or proceeding relating to this Agreement or the 
enforcement of rights hereunder or thereunder, (vi) subject to an agreement containing 
provisions substantially the same as those of this Section, to (A) any assignee of or Participant in, 
or any prospective assignee of or Participant in, any of its rights or obligations under this 
Agreement or (B) any actual or prospective counterparty (or its advisors) to any swap or 
derivative transaction relating to the Company and its obligations, (vi;) with the consent of the 
Company or (viii) to the extent such Information (A) becomes publicly available other than as a 
result of a breach of this Section or (B) becomes available to the Administrative Agent, any 
Lender or any of their respective Affiliates on a non-confidential basis from a source other than 
the Company, 

For purposes of this Section, “Information” means all information received from the 
Company or any Subsidiary relating to the Company or any Subsidiary or any of their respective 
businesses, other than any such information that is available to the Administrative Agent or any 
Lender on a nonconfidential basis prior to disclosure by the Company or any Subsidiary, 
provided that, in the case of information received from the Company or any Subsidiary after the 
date hereof, such information is clearly identified at the time of delivery as confidential. Any 
Person required to maintain the confidentiality of Information as provided in this Section shall be 
considered to have complied with its obligation to do so if such Person has exercised the same 
degree of care to maintain the confidentiality of such Information as such Person would accord 
to its own confidential information. 

Each of the Administrative Agent and the Lenders acknowledges that (a) the Information 
may include material non-public information concerning the Company or a Subsidiary, as the 
case may be, (b) it has developed compliance procedures regarding the use of material non- 
public information and (c) it will handle such material non-public information in accordance 
with applicable law, including Federal and state securities laws. 

SECTION 8.1 6. Survival of Representations and Warranties. All representations and 
warranties made hereunder or other document delivered pursuant hereto or thereto or in 
connection herewith or therewith shall survive the execution and delivery hereof and thereof 
Such representations and warranties have been or will be relied upon by the Administrative 
Agent and each Lender, regardless of any investigation made by the Administrative Agent or any 
Lender or on their behalf and notwithstanding that the Administrative Agent or any Lender may 
have had notice or knowledge of any Default at the time of any Advance, and shall continue in 
full force and effect as long as any Advance or any other obligation of the Company hereunder 
shall remain unpaid or unsatisfied. 

SECTION 8.1 7. USA PATRIOT Act Notice. Each Lender that is subject to the Act (as 
hereinafter defined) and the Administrative Agent (for itself and not on behalf of any Lender) 
hereby notifies the Company that pursuant to the requirements of the USA Patriot Act (Title III 
of Pub. L. 107-56 (signed into law October 26, 2001)) (the “Act”), it is required to obtain, verify 
and record information that identifies the Company, which information includes the name and 
address of the Company and other information that will allow such Lender or the Administrative 
Agent, as applicable, to identify the Company in accordance with the Act. 
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed 
by their respective officers thereunto duly authorized, as of the date first above written. 

FLORIDA POWER CORPORATION d/b/a 
PROGRESS ENERGY FLORIDA, INC. 

BY 
Thomas R. Sullivan 
Treasurer 

BANK OF AMERICA, N.A., as Administrative 
Agent and as a Lender 

BY 
Name: 
Title: 

[SIGNATURE PAGE TO FPC d/b/a PROGRESS ENERGY FLORIDA CREDIT AGREEMENT] 



BARCLAYS BANK PLC 

BY 
Name: 
Title: 

[SIGNATURE PAGE TO FPC d/b/a PROGRESS ENERGY FLORIDA CREDIT AGREEMENT] 



THE BANK OF TOKYO-MITSUBISHI, LTD., 
NEW YORK BRANCH 

BY 
Name: 
Title: 

[SIGNATURE PAGE TO FPC d/b/a PROGRESS ENERGY FLORIDA CREDIT AGREEMENT] 



DEUTSCHE BANK AG 
NEW YOFX BRANCH 

BY 
Name: 
Title: 

BY 
Name: 
Title: 

[SIGNATURE PAGE TO FPC d/b/a PROGRESS ENERGY FLORIDA CREDIT AGREEMENT] 



SUNTRUST BANK 

BY 
Name: 
Title: 

[SIGNATURE PAGE TO FPC d/b/a PROGRESS ENERGY FLORIDA CREDIT AGREEMENT] 



JPMORGAN CHASE BANK, N.A. 

BY 
Name: 
Title: 

[SIGNATURE PAGE TO FPC d/b/a PROGRESS ENERGY FLORIDA CREDIT AGREEMENT] 



WACHOVIA BANK, N.A. 

BY 
Name: 
Title: 

[SIGNATURE PAGE TO FPC d/b/a PROGRESS ENERGY FLORIDA CREDIT AGREEMENT] 



CITFBANK, N.A. 

BY 
Name: 
Title: 

[SIGNATURE PAGE TO FPC d/b/a PROGRESS ENERGY FLORIDA CREDIT AGREEMENT] 



MELLON BANK, N.A. 

BY 
Name: 
Title: 

[SIGNATURE PAGE TO FPC d/b/a PROGRESS ENERGY FLORIDA CREDIT AGREEMENT] 



WJ BANK LIMITED 

BY 
Name: 
Title: 

[SIGNATURE PAGE TO FPC d/b/a PROGRESS ENERGY FLORIDA CREDIT AGREEMENT] 



THE BANK OF NEW Y O K  

BY 
Name: 
Title: 

[SIGNATURE PAGE TO FPC d/b/a PROGRESS ENERGY FLORIDA CREDIT AGREEMENT] 



SCHEDULE I 

Existing Facilities 

(i) $200,000,000 364-Day Revolving Credit Agreement, dated as of April 1, 2003, as amended, 
among the Company, the lenders party thereto and JPMorgan Chase Bank, as administrative 
agent. 

(ii) $200,000,000 Three-Year Credit Agreement, dated as of April 1, 2003, as amended, among 
the Company, the lenders party thereto and JPMorgan Chase Bank, as administrative agent. 

[SIGNATURE PAGE TO FPC d/b/a PROGRESS ENERGY FLORIDA CREDIT AGREEMENT] 



SCHEDULE I1 

Commitments 

Lender 

Bank of America, 
N.A. 

Barclays Bank 
PLC 

The Bank of 

Mitsubishi, Ltd., 
New York Branch 

Tokyo- 

Deutsche Bank 
AG New York 
Branch 

SunTrust Bank 

JPMorgan Chase 
Bank, N.A. 

Wachovia Bank, 

Commitment 

E 65,000,000 

$ 65,000,000 

$ 45,000,000 

~ 

$ 45,000,000 

$ 45,000,000 

$ 40,000,000 

$ 40,000,000 

Domestic Lending Office 

901 Main Street; 14th F1. 
Mail Code: TX 1 -492- 14- 12 
Dallas, TX 75202-3714 
Attention: Jacqueline R. Archuleta 
Telephone: 214.209.2135 
Telecopier : 2 14.290.8 3 72 
Email : j ac queline. archuleta@banko famerica. corn 
Barclays Capital Services, LLC 
200 Cedar Knolls Road 
Whippany, NJ 07981 
Attention: Erik Hoffman 
Telephone: 973.576.3709 
Telecopier: 973.576.3014 
Email: erik.hoffman@barcap. corn 
BTM Information Services, Inc. 
c/o The Bank of Tokyo-Mitsubishi, Ltd., NY 
Branch 
125 1 Avenue of the Americas, 12' Floor 
New York, NY 10020-1 104 
Attention: Roland0 Uy, AVP, Loan Operations 
Dept. 
Telephone: 201.413.8570 
Telecopier: 20 1.521.2304 
Email: N/A 
60 Wall Street 
New York, NY 10005 
Attention: Russell Johnson 
Telephone: 832.23 9.4622 
Telecopier: 832.239.4693 
Emai 1 : rus s e 1 1, j o h  s on@db . c om 
200 S. Orange Avenue 
MC 1106 
Orlando, FL 32801 
Attention: Lois Keezel, CLS 
Telephone: 407.23 7.485 5 
Telecopier: 407.23 7.5 342 
Email: lois.keezel@sufltrust.com 
1111 Fannin- 10 
Houston, TX 77002 
Attention: Kelly Collins, Account Manager 
Telephone : 7 1 3.75 0.25 3 0 
Telecopier: 7 13.427.6307 
Email: kelly.collins@jpmchase.com 
201 South College Street 

~~ 

Eurodollar Lending Office 

Same as Domestic Lending 
Office 

Same as Domestic Lending 
Office 

Same as Domestic Lending 
Office 

Same as Domestic Lending 
Office 

Same as Domestic Lending 
Office 

Same as Domestic Lending 
Office 

~~ 

Same as Domestic Lending 



N.A. 

Citibank, N.A. 

Mellon Bank, 
N.A. 

1 UFJBank 
Limited 

The Bank of New 
York 

I Total: 

$ 35,000,000 

-. . 

$ 25,000,000 

$ 25,000,000 

$ 20,000,000 

$450,000,000 

Charlotte NC 28288-0680 
Attention: Jeremy Collins, Analyst 
Telephone: 704.7 15.76 82 
Telecopier: 704.7 15.0091 
E-Mail: jeremy.collins 1 @wachovia.com 
388 Greenwich Street 
New York, New York 100 13 
Attention: Stuart Glen 
Telephone: 2 12.8 16-85 53 
Telecopier: 2 12.8 1 6-8098 
Email: stuart.j .glen@citigroup.com 
525 William Penn Place 
Room 153-1203 
Pittsburgh, PA 15259-0003 
Attention: Daria h e n ,  Loan Administrator 
Telephone: 412.234.1870 
Telecopier : 4 12.209.6 1 17 
Email: N/A 
55 East 52nd Street 
New York, N Y  10055 
Attention: Priscilla Mark, Assistant Vice 
President 
Telephone: 212.339.6341 
Telecopi er 2 1 2.7 5 4.2 3 6 8 
Email: N/A 
One Wall Street 
19' Floor 
New York, NY 10286 
Attention: Frank Su, Energy Division 
Telephone: 2 1 2.63 5.7 5 3 2 
Telecopier : 2 1 2.63 5.7 5 5 2 
Email: fsu@bankofhy.com 

~~ 

Office 

Same as Domestic Lending 
Office 

Same as Domestic Lending 
Office 

Same as Domestic Lending 
Office 

Same as Domestic Lending 
Office 



EXHB IT A- 1 

NOTICE OF BORROWING 

[Date] 

Bank of America, N.A., as Administrative Agent 
for the Lenders parties to the 
Credit Agreement referred to below 

901 Main Street, 14th F1. 
Mail Code: TX1-492-14-12 
Dallas, TX 75202-3714 

Attention: Jacqueline R. Archuleta 

Ladies and Gentlemen: 

The undersigned, FLORIDA POWER CORPORATION d/b/a PROGRESS ENERGY 
FLORIDA, INC., refers to the five-year Credit Agreement, dated as of March 28, 2005 (the 
“Credit Agreement”, the terms defined therein being used herein as therein defined), among the 
undersigned, certain Lenders from time to time parties thereto and BANK OF AMERICA, N.A., 
as Administrative Agent for said Lenders, and hereby gives you notice pursuant to Section 2.02 
of the Credit Agreement that the undersigned hereby requests a Borrowing under the Credit 
Agreement, and in that connection sets forth below the information relating to such Borrowing 
(the “Proposed Burrowing”) as required by Section 2.02(a) of the Credit Agreement: 

(i) The Business Day of the Proposed Borrowing is ?20-. 

(ii) The Type of Advances comprising the Proposed Borrowing is [Base Rate 
Advances] [Eurodollar Rate Advances]. 

(iii) The aggregate amount of the Proposed Borrowing is $ 

(iv) The Interest Period for each Eurodollar Rate Advance that is an Advance 
made as part of the Proposed Borrowing is months. 
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Very truly yours, 

FLORIDA POWER CORPORATION d/b/a 
PROGRESS ENERGY FLORIDA, INC. 

BY 
Name: 
Title: 



EXHIBIT A-2 

NOTICE OF CONVERSION 

[Date] 

Bank of America, N.A., as Administrative Agent 
for the Lenders parties to the 
Credit Agreement referred to below 

901 Main Street, 14th F1. 
Mail Code: TX 1-492- 14- 12 
Dallas, TX 75202-3714 

Attention: Jacqueline R. Archuleta 

Ladies and Gentlemen: 

The undersigned, FLORIDA POWER CORPORATION d/b/a PROGRESS ENERGY 
FLORIDA, INC., refers to the five-year Credit Agreement, dated as of March 28, 2005 (the 
“Credit Agreement”, the terms defined therein being used herein as therein defined), among the 
undersigned, certain Lenders from time to time parties thereto and BANK OF AMERICA, N.A., 
as Administrative Agent for said Lenders, and hereby gives you notice pursuant to Section 2.10 
of the Credit Agreement that the undersigned hereby requests a Conversion under the Credit 
Agreement, and in that connection sets forth the terms on which such Conversion (the “Proposed 
Conversion”) is requested to be made: 

(i) The Business Day of the Proposed Conversion is 7 20-- 

(ii) The Type of, and Interest Period (if any) applicable to, the Advances (or 
portions thereof) proposed to be Converted: 

(iii) The Type of Advance to which such Advances (or portions thereof) are 
proposed to be Converted: 

(iv) Except in the case of a Conversion to Base Rate Advances, the initial 
Interest Period to be applicable to the Advances resulting fi-om such 
Conversion : 

(v) The aggregate amount of Advances (or portions thereof) proposed to be 
Converted is $ 

The undersigned hereby certifies that, on the date hereof, and on the date of the Proposed 
Conversion, no event has occuwed and is continuing, or would result from such Proposed 
Conversion, which constitutes an Event of Default. 
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Very truly yours, 

FLORIDA POWER CORPORATION d/b/a 
PROGRESS ENERGY FLORIDA, INC. 

BY 
Name: 
Title: 



EXHJBIT B 

FORM OF NOTE 

[Date] 

FOR VALUE RECEIVED, the undersigned (the “Company”), hereby promises to 
Pay to or its registered assigns (the “Lender”), in accordance with the 
provisions of the Agreement (as hereinafter defined), the principal amount of each Advance firom 
time to time made by the Lender to the Company under that certain Credit Agreement, dated as 
of March 28, 2005 (as amended, restated, extended, supplemented or otherwise modified in 
writing from time to time, the “Agreement;” the terms defined therein being used herein as 
therein defined), among the Company, the Lenders from time to time party thereto, and Bank of 
America, N.A., as Administrative Agent. 

The Company promises to pay interest on the unpaid principal amount of each 
Advance fiom the date of the Advance until such principal amount is paid in full, at such interest 
rates and at such times as provided in the Agreement. All payments of principal and interest 
shall be made to the Administrative Agent for the account of the Lender in US.  dollars to the 
Administrative Agent at its address referred to in Section 8.02 of the Agreement. If any amount 
is not paid in full when due hereunder, such unpaid amount shall bear interest, to be paid upon 
demand, fkom the due date thereof until the date of actual payment (and before as well as after 
judgment) computed at the per annum rate set forth in the Agreement. 

This Note is one of the Notes referred to in the Agreement, is entitled to the 
benefits thereof and may be prepaid in whole or in part subject to the terms and conditions 
provided therein. Upon the occunence and continuation of one or more of the Events of Default 
specified in the Agreement, all amounts then remaining unpaid on this Note shall become, or 
may be declared to be, immediately due and payable all as provided in the Agreement. 
Advances made by the Lender shall be evidenced by one or more loan accounts or records 
maintained by the Lender in the ordinary course of business. The Lender may also attach 
schedules to this Note and endorse thereon the date, amount and maturity of its Advances and 
payments with respect thereto. 

The Company, for itself, its successors and assigns, hereby waives diligence, 
presentment, protest and demand and notice of protest, demand, dishonor and non-payment of 
this Note. 
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THIS NOTE SHALL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH 
THE LAWS OF THE STATE OF NEW YO-. 

FLORIDA POWER CORPORATION d/b/a 
PROGRESS ENERGY FLORIDA, INC. 

By: 
Name: 
Title: 
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ADVANCES AND PAYMENTS WITH RESPECT THERETO 

Amount o€ 
Principal or Outstanding 

Type of Amount of End of In teres t Principal 
Advance Advance Interest Paid This Balance Notation 

Date Made Made Period Date This Date Made By 



EXHIBIT C 

ASSIGNMENT AND ASSUMPTION 

This Assignment and Assumption (this “Assignment and Assumptiorz”) is dated as of the 
Effective Date set forth below and is entered into by and between [Insert name ofiissignar] (the 
“Assignor”) and [Insert name of Assignee] (the “Assignee”). Capitalized terms used but not 
defined herein shall have the meanings given to them in the Credit Agreement identified below 
(the “Credit Agreement”), receipt of a copy of which is hereby acknowledged by the Assignee. 
The Standard Terms and Conditions set forth in Annex I attached hereto are hereby agreed to 
and incorporated herein by reference and made a part of this Assignment and Assumption as if 
set forth herein in full. 

For an agreed consideration, the Assignor hereby irrevocably sells and assigns to the 
Assignee, and the Assignee hereby irrevocably purchases and assumes from the Assignor, 
subject to and in accordance with the Standard Terms and Conditions and the Credit Agreement, 
as of the Effective Date inserted by the Administrative Agent as contemplated below (i) all of the 
Assignor’s rights and obligations as a Lender under the Credit Agreement and any other 
documents or instruments delivered pursuant thereto to the extent related to the amount and 
percentage interest identified below of all of such outstanding rights and obligations of the 
Assignor under the respective facilities identified below and (ii) to the extent permitted to be 
assigned under applicable law, all claims, suits, causes of action and any other right of the 
Assignor (in its capacity as a Lender) against any Person, whether known or unknown, arising 
under or in connection with the Credit Agreement, any other documents or instruments delivered 
pursuant thereto or the loan transactions governed thereby or in any way based on or related to 
any of the foregoing, including, but not limited to, contract claims, tort claims, malpractice 
claims, statutory claims and all other claims at law or in equity related to the rights and 
obligations sold and assigned pursuant to clause (i) above (the rights and obligations sold and 
assigned pursuant to clauses (i) and (ii) above being referred to herein collectively as, the 
“Assigned Interest”). Such sale and assignment is without recourse to the Assignor and, except 
as expressly provided in this Assignment and Assumption, without representation 01- warranty by 
the Assignor. 

1. Assignor: 

2. Assignee: [and is an AffiliateiApproved Fund 
of [identzjj ~ s n d e v ]  I 

3. Company(s): 

4. Administrative Agent: Bank of America, N.A., as the administrative agent under the 
Credit Agreement 

5 .  Credit Agreement: Credit Agreement, dated as of March 28, 2005, among Florida Power 
Corporation d/b/a Progress Energy Florida, Inc., the Lenders from time to time party 
thereto, and Bank of America, N.A., as Administrative Agent 

Select as applicable. 



2 

Aggregate 
Amount of Amount of Percentage 
Commitment Commitment Assigned of 

Facility Assigned’ for all Lenders” Assigned*  omm mi tment3 

6. Assigned Interest: 

1 

CUSP Number 

% 
% 

$ $ 

L $ $ 

7. Trade Date: i4 
Effective Date: , 20- [TO BE INSERTED BY ADMINISTRATIVE 
AGENT AND WHICH SHALL BE THE EFFECTIVE DATE OF RECORDATION OF 
TRANSFER IN THE REGISTER THEREFOR.] 

Fill in the appropriate terminology for the types of facilities under the Credit Agreement that are being assigned under 

Set forth, to at least 9 decimals, as a percentage of the Commitment of all Lenders thereunder. 
To be completed if the Assignor and the Assigee intend that the minimum assignment amount is to be determined as of 

this Assignment (e.g. “Revolving Credit Commitment”, “Term Advance Commitment”, etc.). 

4 

the Trade Date. 
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The terms set forth in this Assignment and Assumption are hereby agreed to: 

ASSIGNOR 
[NAME OF ASSIGNOR] 

BY 
Title: 

ASSIGNEE 
[NAME OF ASSIGNEE] 

BY 
Title: 

[Consented to mdI5 Accepted: 

Bank of America, N.A., as 
Administrative Agent 

By: 
Title: 

[Consented to :] 

By: 
Title: 

To be added only if the consent of the Administrative Agent is required by the terms of the Credit Agreement. 
To be added only if the consent of the Company and/or other parties (e.g. Swing Line Lender, LIC Issuer) is required by 

the terms of the Credit Agreement. 



ANNEX 1 TO ASSIGNMENT AND ASSUMPTION 

r 1' 

STANDARD TERMS AND CONDITIONS FOR 

ASSIGNMENT AND ASSUMPTION 

1. Representations and Warranties. 

1. I .  Assi,g;nor. The Assignor (a) represents and warrants that (i) it is the legal 
and beneficial owner of the Assigned Interest, (ii) the Assigned Interest is free and clear of any 
lien, encumbrance or other adverse claim created by it and (iii) it has full power and authority, 
and has taken all action necessary, to execute and deliver this Assignment and Assumption and 
to consummate the transactions contemplated hereby; and (b) assumes no responsibility with 
respect to (i) any statements, warranties or representations made in or in connection with the 
Credit Agreement, (ii) the execution, legality, validity, enforceability, genuineness, sufficiency 
or value of the Credit Agreement or any collateral thereunder, (iii) the financial condition of the 
Company, any of its Subsidiaries or Affiliates or any other Person obligated in respect of the 
Credit Agreement or (iv) the performance or observance by the Company, any of its Subsidiaries 
or Affiliates or any other Person of any of their respective obligations under the Credit 
Agreement. 

1.2. Assimee. The Assignee (a) represents and warrants that (i) it has h l l  power and 
authority, and has taken all action necessary, to execute and deliver this Assignment and 
Assumption and to consummate the transactions contemplated hereby and to become a Lender 
under the Credit Agreement, (ii) it meets all requirements of an Eligible Assignee under the 
Credit Agreement (subject to receipt of such consents as may be required under the Credit 
Agreement), (iii) from and after the Effective Date, it shall be bound by the provisions of the 
Credit Agreement as a Lender thereunder and, to the extent of the Assigned Interest, shall have 
the obligations of a Lender thereunder, (iv) it has received a copy of the Credit Agreement, 
together with copies of the most recent financial statements delivered pursuant to Section 
5.0l(i)(ii) thereof, as applicable, and such other documents and information as it has deemed 
appropriate to make its own credit analysis and decision to enter into this Assigmnent and 
Assumption and to purchase the Assigned Interest on the basis of which it has made such 
analysis and decision independently and without reliance on the Administrative Agent or any 
other Lender, and (v) if it is a Foreign Lender, attached hereto is any documentation required to 
be delivered by it pursuant to the terms of the Credit Agreement, duly completed and executed 
by the Assignee; and (b) agrees that (i) it will, independently and without reliance on the 
Administrative Agent, the Assignor or any other Lender, and based on such documents and 
information as it shall deem appropriate at the time, continue to make its own credit decisions in 
taking or not taking action under the Credit Agreement, and (ii) it will perform in accordance 
with their terms all of the obligations which by the terms of the Credit Agreement are required to 
be performed by it as a Lender. 

Describe Credit Agreement at option of Administrative Agent. 
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2. Paments. From and after the Effective Date, the Administrative Agent 
shall make all payments in respect of the Assigned Interest (including payments of principal, 
interest, fees and other amounts) to the Assignor for amounts which have accrued to but 
excluding the Effective Date and to the Assignee for amounts which have accrued from and after 
the Effective Date. 

3. General Provisions. This Assignment and Assumption shall be binding 
upon, and inure to the benefit of, the parties hereto and their respective successors and assigns. 
This Assignment and Assumption may be executed in any number of counterparts, which 
together shall constitute one instrument. Delivery of an executed counterpart of a signature page 
of this Assignment and Assumption by telecopy shall be effective as delivery of a manually 
executed counterpart of this Assignment and Assumption. This Assignment and Assumption 
shall be governed by, and construed in accordance with, the law of the State of 

[confirm that choice of law provision parallels the Credit Agreement]. 



EXHIBIT D-1 

FORM OF OPINION OF COUNSEL FOR THE COMPANY 

[Date] 

To each of the Lenders parties to the Agreement 
referred to below and Bank of America, N.A., as 
Administrative Agent 

Re: Florida Power Corporation d/b/a Progress Energy Florida, Inc. 

Ladies and Gentlemen: 

This opinion is hrnished to you by us as counsel for Florida Power Corporation d/b/a 
Progress Energy Florida, Inc. (the “Borrower”) pursuant to Section 3.0l(a)(viii) of the five-year 
Credit Agreement, dated as of March 28, 2005 (the “Agreement”, the terms defined therein 
being used herein as therein defined), among the Borrower, certain lenders thereunder (the 
“Lenders”) and Bank of America, N.A., as administrative agent for the Lenders. 

In connection with the preparation, execution and delivery of the Agreement, we have 
examined: 

(1) The Agreement. 

(2) The documents hrnished by the Borrower pursuant to Section 3.01 of the 
Agreement. 

(3 )  The opinion letter of even date herewith, addressed to you by [R. Alexander 
Glenn, Associate General Counsel of Progress Energy Service Company, LLC], in his capacity 
as counsel to the Borrower and delivered in connection with the transactions contemplated by the 
Agreement (the “Company Opinion Letter”). 

We have also examined the originals, or copies of such other corporate records of the 
Borrower, certificates of public officials and of officers of the Borrower and agreements, 
instruments and other documents as we have deemed necessary as a basis for the opinions 
expressed below. As to questions of fact material to such opinions, we have, when relevant facts 
were not independently established by us, relied upon certificates of the Borrower or its officers 
or of public officials. We have assumed the authenticity of all documents submitted to us as 
originals, the conformity to originals of all documents submitted as certified or photostatic copies 
and the authenticity of the originals (other than those of the Borrower), and the due execution 
and delivery, pursuant to due authorization, of the Agreement by the Lenders and the 
Administrative Agent and the validity and binding effect thereof on such parties. Whenever the 
phrase “to our knowledge” is used in this opinion it refers to the actual knowledge of the 
attomeys of this firm involved in the representation of the Borrower without independent 
investigation. 
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We are qualified to practice law in the States of Florida and New York, and the opinions 
expressed herein are limited to the law of the States of Florida and New York and the federal law 
of the United States. To the extent that our opinions expressed herein depend upon opinions 
expressed in paragraphs 1 through 4 of the Company Opinion Letter, we have relied without 
independent investigation on the accuracy of the opinions expressed in the Company Opinion 
Letter, subject to the assumptions, qualifications and limitations set forth in the Company 
Opinion Letter. 

Based upon the foregoing and upon such investigation as we have deemed necessary, we 
are of the opinion that the Agreement constitutes the legal, valid and binding obligation of the 
Borrower enforceable against the Borrower in accordance with its terms except as enforcement 
may be limited or otherwise affected by (a) bankruptcy, insolvency, reorganization, fraudulent 
transfer, moratorium or other similar laws affecting the rights of creditors generally and (b) 
principles of equity, whether considered at law or in equity. 

The opinion set forth above is subject to the followiiig qualifications: 

(a) In addition to the application of equitable principles described above, courts have 
imposed an obligation on contracting parties to act reasonably and in good faith in the exercise of 
their contractual rights and remedies, and may also apply public policy considerations in limiting 
the right of parties seeking to obtain indemnification under circumstances where the conduct of 
such parties is determined to have constituted negligence. 

(b) No opinion is expressed herein as to (i) Section 8.05 of the Agreement, (ii) the 
enforceability of provisions purporting to grant to a party conclusive rights of determination, (iii) 
the availability of specific performance or other equitable remedies, (iv) the enforceability of 
rights to indemnity under federal or state securities laws or (v) the enforceability of waivers by 
parties of their respective rights and remedies under law. 

(c )  No opinion is expressed herein as to provisions, if any, in the Agreement, which 
(A) purport to excuse, release or exculpate a party for liability for or indemnify a party against 
the consequences of its own acts, (B) purport to make void any act done in contravention thereof, 
(C) purport to authorize a party to make binding determinations in its sole discretion, (D) relate 
to the effects of laws which may be enacted in the future, (E) require waivers, consents or 
amendments to be made only in writing, (F) purport to waive rights of offset or to create rights of 
set off other than as provided by statute, or (G) purport to permit acceleration of indebtedness 
and the exercise of remedies by reason of the occurrence of an immaterial breach of the 
Agreement or any related document. Further, we express no opinion as to the necessity for any 
Lender, by reason of such Lender’s particular circumstances, to qualify to transact business in 
the State of New York or as to any Lender’s liability for taxes in any jurisdiction. 

The foregoing opinion is solely for your benefit and may not be relied upon by any other 
Person other than (i) any other Person that may become a Lender under the Agreement after the 
date hereof in accordance with the provisions thereof and (ii) King & Spalding LLP, in 
connection with its opinion delivered on the date hereof under Section 3.01 of the Agreement. 

Very truly yours, 



EXHIBIT D-2 

FORM OF OPINION OF ASSOCIATE GENERAL COUNSEL 
OF PROGRESS ENERGY SERVICE COMPANY, LLC 

[Date] 

To each of the Lenders parties to the 
Agreement referred to below and 
Bank of America, N.A. 
as Administrative Agent 

Re: Florida Power Corporation d/b/a Progress Energy Florida, Inc. 

Ladies and Gentlemen: 

This opinion is fumished to you by me as Associate General Counsel of Progress Energy 
Service Company, LLC and in my capacity as counsel to Florida Power Corporation d/b/a 
Progress Energy Florida, Inc. (the “Borrower”) pursuant to Section 3.01 (a)(viii) of the five-year 
Credit Agreement, dated as of March 28, 2005 (the ‘ilgreement”, the terms defined therein 
being used herein as therein defined), among the Borrower, certain lenders thereunder (the 
“Lenders”) and Bank of America, N.A., as administrative agent for the Lenders. 

In connection with the preparation, execution and delivery of the Agreement, I have 

The Agreement. 

The documents furnished by the Borrower pursuant to Section 3.01 of the 

The Restated Charter of the Borrower (the “Charter”). 

The Bylaws of the Borrower and all amendments thereto (the “Bylaws”). 

The FPSC Order. 

I have also examined the originals, or copies of such other corporate records of the 
Borrower, certificates of public officials and of officers of the Borrower and agreements, 
instruments and other documents as I have deemed necessary as a basis for the opinions 
expressed below. As to questions of fact material to such opinions, I have, when relevant facts 
were not independently established by me, relied upon certificates of the Borrower or its officers 
or of public officials. I have assumed the authenticity of all documents submitted to me as 
originals, the conformity to originals of all documents submitted as certified or photostatic copies 
and the authenticity of signatures (other than those of the Borrower), and the due execution and 
delivery, pursuant to due authorization, of the Agreement by the Lenders and the Administrative 
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Agent and the validity and binding effect thereof on such parties. For purposes of my opinions 
expressed in paragraph 1 below as to existence and good standing, I have relied as of their 
respective dates on certificates of public officials, copies of which are attached hereto as Exhibit 
A. Whenever the phrase “to my knowledge” is used in this opinion it refers to my actual 
knowledge and the actual knowledge of the attorneys who work under my supervision and who 
were involved in the representation of the Borrower in connection with the transactions 
contemplated by the Agreement. 

I or attomeys working under my supervision are qualified to practice law in the State of 
Florida, and the opinions expressed herein are limited to the law of the State of Florida and the 
federal law of the United States. 

Based upon the foregoing and upon such investigation as I have deemed necessary, I am 
of the following opinion: 

1. The Borrower is a corporation duly organized, validly existing and in good 
standing under the laws of the State of Florida. The Borrower has the corporate power and 
authority to enter into the transactions contemplated by the Agreement. 

2. The execution, delivery and performance of the Agreement by the Borrower have 
been duly authorized by all necessary corporate action on the part of the Borrower and the 
Agreement has been duly executed and delivered by the Borrower. 

3. The execution, delivery and performance of the Agreement by the Borrower will 
not (i) violate the Charter or the Bylaws or any law, rule or regulation applicable to the Borrower 
(including, without limitation, Regulation X of the Board of Governors of the Federal Reserve 
System) or (ii) result in a breach of, or constitute a default under, any judgment, decree or order 
binding on the Borrower, or any indenture, mortgage, contract or other instrument to which it is a 
party or by which it is bound. 

4. No authorization, approval or other action by, and no notice to or filing with any 
governmental authority or regulatory body is required for the due execution, delivery and 
performance by the Borrower of the Agreement, other than the FPSC Order, which has been duly 
issued and is in full force and effect. All periods for review and approval of the FPSC Order 
have expired, and no such request for review or appeal thereof has been filed or is pending. 

5 .  To my knowledge, except as described in the reports and registration statements 
that the Borrower has filed with the Securities and Exchange Commission, there are no pending 
or overtly threatened actions or proceedings against the Borrower or any of its Subsidiaries 
before any court, governmental agency or arbitrator, that purport to affect the legality, validity, 
binding effect or enforceability of the Agreement or that are likely to have a material adverse 
effect upon the financial condition, operations or properties of the Borrower or any of its 
Subsidiaries. 

The opinions set forth above are subject to the qualification that, except as provided in 
paragraph 4 above, no opinion is expressed herein as to the enforceability of the Agreement or 
any other document. 
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The foregoing opinions are solely for your benefit and may nut be relied upon by any 
other Person other than (i) any other Person that may become a Lender under the Agreement 
after the date hereof and (ii) Hunton & Williams and King & Spalding LLP, in connection with 
their respective opinions delivered on the date hereof under Section 3 .O 1 of the Agreement. 

Very truly yours, 



EXHIBIT E 

FORM OF OPINION OF COUNSEL 
TO THE ADMINISTRATIVE AGENT 

[DATE] 

To Bank of America, N.A., as Administrative 
Agent for the Lenders referred to below, and to 
each of the Lenders parties to the five-year Credit 
Agreement, dated as of March 28, 2005, among 
Florida Power Corporation d/b/a Progress Energy 
Florida, Inc., said Lenders and Bank of America, 
as Administrative Agent 

Re: Florida Power Corporation d/b/a Progress Energy Florida, Inc. 

Ladies and Gentlemen: 

We have acted as your counsel in connection with the preparation, execution and delivery 
of, and the closing on March 28, 2005 under, the five-year Credit Agreement, dated as of March 
28, 2005 (the “Credit Agreement”), among Florida Power Corporation d/b/a Progress Energy 
Florida, Inc. (the “Company”), the Lenders from time to time parties thereto and Bank of 
America, N.A., as Administrative Agent for the Lenders. Terrns defined in the Credit 
Agreement are used herein as therein defined. 

In this connection, we have examined the following documents: 

I. a counterpart of the Credit Agreement, executed by the parties thereto; 

2. the documents fumished by or on behalf of the Company pursuant to 
subsections (i) through (vi) and (viii) of Section 3.01(a) of the Credit Agreement, 
including, without limitation, the opinion of the General Counsel to the Company and the 
opinion of Hunton & Williams, counsel to the Company (the “Company Opinions”). 

In our examination of the documents referred to above, we have assumed the authenticity 
of all such documents submitted to us as originals, the genuineness of all signatures, the due 
authority of the parties executing such documents and the conformity to the originals of all such 
documents submitted to us as copies. We have also assumed that you have independently 
evaluated, and are satisfied with, the creditworthiness of the Company and the business terms 
reflected in the Credit Agreement. We have relied, as to factual matters, on the documents we 
have examined. 

To the extent that our opinions expressed below involve conclusions as to matters 
govemed by law other than the law of the State of New York, we have relied upon the Company 
Opinions and have assumed without independent investigation the correctness of the matters set 
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forth therein, our opinions expressed below being subject to the assumptions, qualifications and 
limitations set forth in the Company Opinions. 

Based upon and subject to the foregoing, and subject to the qualifications set forth below, 
ion that the Credit Agreement is the legal, valid and binding obligation of the 

le against the Company in accordance with its terms. 

Our opinion is subject to the following qualifications: 

(a) The enforceability of the Company’s obligations under the Credit Agreement is 
subject to the effect of any applicable bankruptcy, insolvency, fraudulent conveyance, 
reorganization, moratorium or similar law affecting creditors’ rights generally. 

(b) The enforceability of the Company’s obligations under the Credit Agreement is 
subject to the effect of general principles of equity, including (without limitation) concepts of 
materiality, reasonableness, good faith and fair dealing (regardless of whether considered in a 
proceeding in equity or at law). Such principles of equity are of general application, and, in 
applying such principles, a court, among other things, might not allow a contracting party to 
exercise remedies in respect of a default deemed immaterial, or might decline to order an obligor 
to perform covenants. 

(c) We note further that, in addition to the application of equitable principles 
described above, courts have imposed an obligation on contracting parties to act reasonably and 
in good faith in the exercise of their contractual rights and remedies, and may also apply public 
policy considerations in limiting the right of parties seeking to obtain indemnification under 
circumstances where the conduct of such parties is determined to have constituted negligence. 

(d) We express no opinion herein as to (i) the enforceability of Section 8.05 of the 
Credit Agreement, (iij the enforceability of provisions purporting to grant to a party conclusive 
rights of determination, (iii) the availability of specific performance or other equitable remedies, 
(ivj the enforceability of rights to indemnity under federal or state securities laws or (v) the 
enforceability of waivers by parties of their respective rights and remedies under law. 

(e) Our opinions expressed above are limited to the law of the State of New York, 
and we do not express any opinion herein conceming any other law. 

The foregoing opinion is solely for your benefit and may not be relied upon by any other 
person or entity. 

Very truly yours, 

MEO:[VS]:etw 



Schedule 8.07 

PROCESSING AND RECORDATION FEES 

The Administrative Agent will charge a processing and recordation fee (an “Assignment Fee”) 
in the amount of $2,500 for each assignment; provided, however, that in the event of two or more 
concurrent assignments to members of the same Assignee Group (which may be effected by a 
suballocation of an assigned amount among members of such Assignee Group) or two or more 
concurrent assigmnents by members of the same Assignee Group to a single Eligible Assignee 
(or to an Eligible Assignee and members of its Assignee Group), the Assignment Fee will be 
$2,500 plus the amount set forth below: 

Transaction: 

First four concurrent assignments or 
suballocations to members of an 
Assignee Group (or from members 
of an Assignee Group, as applicable) 

~~ 

Each additional concurrent 
assignment or suballocation to a 
member of such Assignee Group (or 
kom a member of such Assignee 
Group, as applicable) 

A s s i m e n t  Fee: 

-0- 

$560 

For purposes hereof, “Assignee Group” means two or more Eligible Assignees that are Affiliates 
of one another or two or more Approved Funds managed by the same investment advisor. 
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FLORIDA POWER CORPORATION d/  b / a 

Progress Energy Florida, Inc. 

Up to $400,000,000 
Commercial Paper Notes 

DEALER: 

SunTrust Capital Markets, Inc. 

SUMMARY OF TERMS 
Issuer: Florida Power Corporation d/b/a Progress Energy Florida (“Florida Power” or the 

“Company”), a Florida Corporation. 

Securities: 

Exemption: 

Ratings I: 

Up to $400,000,000 of unsecured notes (the “Notes”). 

The Notes are exempt from registration under the Securities Act of 1933, as amended, 
pursuant to Section 3(a)(3) thereof 

Short-Term Long-Term Outlook 
S&P A-2 BBB Stable 
Moody’s P- 1 A1 Negative 
Fitch F2 A- Stable 

Offering Price: The Notes will be sold at par less a discount representing an interest factor or, if interest 
bearing, at par. Interest will be calculated using a 360-day year based on the actual 
number of days elapsed 

Minimum Purchase: The Notes will be issued in minimum denominations of $100,000 with integral increments of 
$1,000 in excess thereof. 

Maturities: Up to 270 days from date of issue. The Notes are not redeemable or subject to voluntary 
prepayment prior to maturity. 

Settlement: Unless otherwise agreed, settlement will be made on a same-day basis in immediately 
available funds. 

Ratings are not a recommendation to purchase, hold or sell Notes. The above ratings are based upon infomation furnished to the rating 
agencies by the Company and information obtained by the rating agencies from other sources. The ratings are accurate only as of the date hereof, 
and may be changed, superseded or withdrawn at any time. Prospective purchasers should check the current ratings before purchasing any Notes. 

SunTrust Capital Markets, Inc. June 2004 
-1- 



Form of Issuance: The Notes will be issued and purchases thereof will be recorded only through the book-entry 
system of The Depository Trust Company (“DTC”). Beneficial owners will not receive 
certificates representing their ownership interest in the Notes. The face amount of  each Note 
will be paid upon maturity in immediately available funds to DTC. The Company has been 
advised by DTC that upon receipt of such payment, DTC will credit, on its book-entry 
records and transfer system, the accounts of the DTC participants through whom Notes are 
directly or indirectly owned. Payments by DTC to its participants and by such participants to 
owners of the Notes or their representatives will be governed by customary practices and 
standing instructions and will be the sole responsibility of DTC, such DTC participants or 
such representatives, respectively. 

Use of Proceeds: 

Bank Facilities: 

Issuing & 
Paying Agent: 

The proceeds of the Notes will be used to meet working capital requirements and fulfill 
general corporate purposes. 

The Company maintains a backup revolving credit facility to support the outstanding Notes. 

JPMorgan Chase Bank 

COMPANY INFORMATION 

Florida Power Corporation d/b/a Progress Energy Florida, Inc. was incorporated in Florida in 1899, and is an 

operating public utility engaged in the generation, purchase, transmission, distribution and sale of electricity. The 

Company provided electric service during 2003 to an average of 1.5 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 St. Petersburg and Clearwater. The Company is interconnected with 20 municipal and nine m a l  

electric cooperative systems. Major wholesale power sales customers include Seminole Electric Cooperative, Inc., 

Florida Municipal Power Agency, Florida Power & Light Company and Tampa Electric Company. For the twelve 

months ended December 3 I ,  2003, approximately 55% of the Company’s electric revenues billed were derived from 

residential customers, 24% from commercial customers, 7% from industrial customers, 8% from Wholesale 

customers, and 6% from other types of customers. At December 31, 2003, Progress Energy Florida had a total 

summer generating capacity (including j ointly-owned capacity) of approximately 8,544 megawatts through a system 

of 14 power plants. Over the twelve months ended December 31, 2003, the Company’s energy mix was comprised 

of 36% coal, 29% gas and oil, 21% purchased power and 14% nuclear. 

ADDITIONAL INFORMATION 
We are required to file annual, quarterly and special reports, current reports, proxy statements and other information 

with the SEC. Our SEC filing number is 1-3382. Our SEC filings are available to the public over the Internet at the 

SEC’s web site at http://www.sec.gov. You may also read and copy any document we file with the SEC at the SEC’s 

public reference room in Washington, D.C. The SEC’s public reference room in Washington is located at 450 5th 

Street, N.W., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for hrther information on its public 

reference rooms. Additionally, Company information and SEC filings are available on our web site at 

http://www.progress-energy. corn. 

SunTrust Capital Markets, Inc. June 2004 
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For questions about the Company or the Notes, or to request additional information, please contact Robert F. 

Drennan, Jr., Manager of Investor Relations, by phone at (919) 546-7474 or write to the following address: 

Progress Energy, Inc. 

Investor Relations 

P.O. Box 1551 

Raleigh, NC 27602- 155 1 

DOCUMENTS INCORPORATED BY REFERENCE 

T h s  Offering Memorandum incorporates by reference the following information filed or to be filed by the Company 

with the SEC: 

the Annual Report of the Company on Form 10-K for the year ended December 3 1,2003; and 
0 all documents filed by the Company with the SEC pursuant to Section 13 or Section 15(d) of the 

Exchange Act after December 3 1, 2003 and prior to termination of the offering of the Notes. 

The information incorporated by reference is an important part of this Offering Memorandum, and information that 

the Company files with the SEC in the future will automatically update and supersede this information. 

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN EXAMINATION 
OF THE ISSUER AND THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND NSKS 
INVOLVED. THIS EXAMINATION SHOULD INCLUDE THE REVIEW OF INFORMATION THE COMPANY 
HAS MADE PUBLICLY AVAILABLE THAT EXPLAINS THE NATURE OF THE BUSINESS OF THE 
COMPANY, INCLUDING VARIOUS RISKS OF INVESTING IN THE COMPANY AND ITS SECURITIES. 
YOUR INVESTMENT DECISION SHOULD NOT BE BASED SOLELY ON THIS ANNOUNCEMENT 
SINCE IT IS NOT INTENDED TO BE A COMPLETE EXPLANATION OF THE NATURE AND RISKS 
OF INVESTING IN THE COMPANY AND ITS NOTES. THESE SECURITIES HAVE NOT BEEN 
RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY 
AUTHORITY. FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE 
ACCURACY OR DETERMINED THE ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION TO 
THE CONTRARY IS A CRIMINAL OFFENSE. NEITHER SUNTRUST CAPITAL MARKETS, INC. NOR ANY 
OF ITS AFFILIATES MAKES ANY REPRESENTATION OR WARRANTY AS TO THE ACCURACY OR 
COMPLETENESS OF THE INFORMATION CONTAINED OR REFEFSED TO HEREIN. 

SunTrust Capital Markets, Inc. June 2004 
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THE DEALER 

SunTrust Capital Markets, Inc. ("STCM") and its affiliates may perform various investment banlung, commercial 

bankring and financial advisory services from time to time for the Company and its affiliates. An affiliate of STCM 

may be a lender to the Company and proceeds from sales of the Notes may be used to repay indebtedness owed to 

such lending affiliate. Prospective purchasers of the Notes are advised that STCM has no obligation to disclose any 

non-public information concerning the Company and its affiliates that may be furnished to STCM and its affiliates 

in connection with performing such services. 

If you require any other information or have any questions, please contact the Dealer at: 

SunTrust Capital Markets, Inc. 
Commercial Paper Desk 
Attention: Matt Vincent 
303 Peachtree Street 23rd Floor 
Atlanta, Georgia 30308 
Phone: (404) 588-8445 
Fax: (404) 588-7005 
matt,vincent@suntrust. com 

The information under the caption "The Dealer" is particular to STCM. All other infomation contained in this 
memorandum has been furnished and approved by the Company. 

OFFERING MEMORANDUM APPROVAL 

Issuer: Progress Energy Florida 

By: 

Name: Thomas R. Sullivan 

Title: VP and Treasurer 

Date: 9/29/2004 

SunTrust Capital Markets, Inc. June 2004 
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his instrument was prepared 
nder the supervision of: 
.. Alexander Glenn, Deputy General Counsel 
lorida Power Corporation 
Ibla Progress Energy Florida, Inc. 
DO Central Avenue 
t. Petersburg, Florida 33701 

FLOEUDA POWER CORPORATION 
d/b/a PROGFLESS ENERGY FLORIDA, INC. 

TO 

JPMORGAN CHASE BANK, N.A., TRUSTEE 

FORTY-FIFTH 
SUPPLEMENTAL INDENTURE 

Dated as of May 1,2005 

This is a security agreement covering personal property as 
well as a mortgage upon real estate and other property. 

SUPPLEMENT TO INDENTURE 
DATED AS OF JANUARY 1,1944, AS SUPPLEMENTED 

VOTE TO RECORDER: Intangible Taxes and Documentary Stamp Taxes have been collected by the Pinellas County Circuit Court Clerk. 

http://www. se~.gov/Archlves/edgar/data/3763 7/0000950 144050056 1 Wg94679k 1 exv4 .htm 3/27/200( 
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A, Creation of First Mortgage Bonds, 4.50% Series due 2010 
B. Form of The New Series Bonds 
C. Interest on the New Series Bonds 

Article 11-Additional Covenants 
Article TII-Sundry Provisions 
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RECITALS 

Page 4 of 88 

SUPPLEMENTAL INDENTURE, dated as of the 1st day of May 2005, made and entered into by and between FLORIDA POWER 
fORPORATION d/b/a PROGRESS ENERGY FLORIDA, INC., a corporation of the State of Florida (hereinafter sometimes called the 
Company”), party of the fxst part, and JPMORGAB CHASE BANK, N.A., a national banking association, whose address is 4 New York Plaza, 
Jew York, New York, 10004, (hereinafter sometimes called the “Trustee”), as Trustee, party of the second part. 

YHEREAS, the Company has heretofore executed and delivered an indenture of mortgage and deed of trust, titled the Indenture, dated as of 
anuary 1, 7944, and the same has been recorded in the public records of the counties listed on Exhibit A hereto, on the dates and in the official 
:cord books and at the page numbers listed thereon, and for the purpose of preventing the extinguishment of said Indenture under Chapter 7 12, 
’lorida Statutes, the above-referred-to Indenture applicable to each county in which this instrument is recorded is hereby incorporated herein and 
nade a part hereof by this reference thereto (said Indenture is hereinafter referred to as the “Original Indenture” and with the below-mentioned 
orty-four Supplemental Indentures and this Supplemental Indenture and all other indentures, if any, supplemental to the Original Indenture 
ollectively referred to as the “Indenture”), in and by whch the Company conveyed and mortgaged to the Trustee certain property therein 
lescribed to secure the payment of all bonds of the Company to be issued thereunder in one or more series; and 

WHEREAS, pursuant to and under the terms of the Original Indentwe, the Company issued $16,500,000 First Mortgage Bonds, 3 3/8% Series 
h e  1974; and 

WHEREAS, subsequent to the date of the execution and delivery of the Original Indenture, the Company has from time to time executed and 
ielivered forty-four indentures supplemental to the Original Indenture (collectively, the “Supplemental Indentures”), providing for the creation of 
tdditional series of bonds secured by the Original Indenture andor for amendment of certain terms and provisions of the Original Indenture and oj 
ndentures supplemental thereto, such Supplemental Indentures, and the purposes thereof, being as follows: 

Supplemental Indenture 
and Date 

%-st 

Second 

Third 

Fourth 

July 1, 1946 

November 1, 1948 

July I ,  1951 

November 1,1952 

November 1,1953 
Fifth 

Providing for: 
$4,000,000 First Mortgage Bonds, 2 7/8% 
Series due 1974 
$8,500,000 First Mortgage Bonds, 3 1/4% 
Series due 1978 
$14,000,000 First Mortgage Bonds, 3 3/8% 
Series due 198 1 
$15,000,000 First Mortgage Bonds, 3 3/8% 
Series due 1982 
$10,000,000 First Mortgage Bonds, 3 5/8% 
Series due 1983 

3 
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Supplemental Indenture 
and Date 

kth 

even th 
July 1, 1954 

July 1, 1956 

ighth 
July I, 1958 

Tinth 
October 1, 1960 

knth 
May I, 1962 

Yeventh 
April 1, 1965 

ivelfth 
November 1,1965 

X’hirteen th 
August 1, 1967 

Tourteenth 
November 1,1968 

;ifteenth 
August 1, 1969 

Weenth 
February 1, 1970 

;even teenth 
November 1,1970 

3ighteenth 
October 1, 1971 

Vin eteen th 
June 1,1972 

Twentieth 
November 1,1972 

liven ty -Firs t 
June 1,  1973 

Twenty-Second 
December 1, 1973 

Twenty-Third 
October I, 1976 

Twenty- Fourth 
April 1, 1979 

Tw en ty - F$t h 
April I ,  1980 

Twenty-Sixth 
November 1,1980 

Providing for: 
$12,000,000 First Mortgage Bonds, 3 118% 

Y 

Series due 1984 
$20,000,000 First Mortgage Bonds, 3 718% 
Series due 1986, and amendment of certain 
provisions of the Original Indenture 
$25,000,000 First Mortgage Bonds, 4 1/8% 
Series due 1988, and amendment of certain 
provisions of the Original Indenture 
$25,000,000 First Mortgage Bonds, 4 314% 
Series due 1990 
$25,000,000 First Mortgage Bonds, 4 1/4% 
Series due 1992 
$30,000,000 First Mortgage Bonds, 4 5’8% 
Series due 1995 
$25,000,000 First Mortgage Bonds, 4 718% 
Series due 1995 
$25,000,000 First Mortgage Bonds, 6 118% 
Series due 1997 
$30,000,000 First Mortgage Bonds, 7% Series 
due 1998 
$35,000,000 First Mortgage Bonds, 7 718% 
Series due 1999 
Amendment of certain provisions of the 
Original Indenture 
$40,000,000 First Mortgage Bonds, 9% Series 
due 2000 
$50,000,000 First Mortgage Bonds, 7 314% 
Series due 2001 
$50,000,000 First Mortgage Bonds, 7 3/8% 
Series due 2002 
$50,000,000 First Mortgage Bonds, 7 1/4% 
Series A due 2002 
$60,000,000 First Mortgage Bonds, 7 314% 
Series due 2003 
$70,000,000 First Mortgage Bonds, 8% Series 
A due 2003 
$80,000,000 First Mortgage Bonds, 8 3/4% 
Series due 2006 
$40,000,000 First Mortgage Bonds, 6 3/4-6 
7/8% Series due 2004-2009 
$100,000,000 First Mortgage Bonds, 13 518% 
Series due 1987 
$100,000,000 First Mortgage Bonds, 13.30% 
Series A due 1990 

4 
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Supplemental Indenture 
and Date 

wen ty Seventh 
November 15,1980 

wen ty- Eigh th 
May 1,1981 

wenty-Ninth 
September 1, 1982 

hirtieth 
October 1, 1982 

Airty-First 
November 1,1991 

Airty -Second 
December 1, 1992 

'hirw- Third 
December 1, 1992 

birty-Fourth 
February 1,1993 

'hirty-Fifth 
March I ,  1993 

'hirty-Sixth 
July 1, 1993 

'h irty-Seventh 
December 1,1993 

Ih ir ty - E igh th 
July 25, 1994 

"h irty -Ninth 

Tortieth 
July 1,2001 

July 1,2002 

Forty-First 
February I ,  2003 

Providing for: 
$38,000,000 First Mortgage Bonds, 10-10 114% 
Series due 2000-201 0 
$50,000,000 First Mortgage Bonds, 9 114% 
Series A due 1984 
Amendment of certain provisions of the 
Original Indenture 
$100,000,000 First Mortgage Bonds, 13 1/8% 
Series due 2012 
$150,000,000 First Mortgage Bonds, 8 5/8% 
Series due 2021 
$150,000,000 First Mortgage Bonds, 8% Series 
due 2022 
$75,000,000 First Mortgage Bonds, 6 112% 
Series due 1999 
$80,000,000 First Mortgage Bonds, 6-718% 
Series due 2008 
$70,000,000 First Mortgage Bonds, 6- 1/8% 
Series due 2003 
$1 10,000,000 First Mortgage Bonds, 6% Series 
due 2003 
$100,000,000 First Mortgage Bonds, 7% Series 
due 2023 
Appointment of First Chicago Trust Company 
of New York as successor Trustee and resignation 
of former Trustee and Co-Trustee 
$300,000,000 First Mortgage Bonds, 6.650% 
Series due 20 11 
$240,865,000 First Mortgage Bonds in three 
series as follows: (1) $108,550,000 Pollution 
Control Series 2002A Bonds due 
2027; (ii) $100,115,000 Pollution Control Series 
2002B Bonds due 2022; and (iii) 
$32,200,000 Pollution Control Series 2002C 
Bonds due 201 8; and reservation of amendment 
of certain provisions of the Original Indenture 
$650,000,000 First Mortgage Bonds in two 
series as follows: (i) $425,000,000 4.80% Series 
due 2013 and (ii) $225,000,000 5.90% 
Series due 2033; and reservation of amendment of 
certain provisions of the Original Indenture 
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Supplemental Indenture 
and Date 

or&-Second 
April 1, 2003 

b rty- Third 
November 1,2003 

’orty-Fourth 
August 1,2004 

Providing for: 
Amendment of certain provisions of the 
Original Indenture; appointment of Bank One, 
N.A. as successor Trustee and resignation of 
former Trustee; and reservation of amendment of 
certain provisions of the Original Indenture 
$300,000,000 First Mortgage Bonds, 5.10% 
Series due 201 5 ;  and reservation of amendment of 
certain provisions of the Original Indenture 
Amendment of certain provisions of the 
Original Indenture 

VHXREAS, the Supplemental Indentures have each been recorded in the public records of the counties listed on Exhibit A hereto, on the dates 
nd in the official record books and at the page numbers listed thereon; and 

VHEREAS, subsequent to the date of the execution and delivery of the Forty-Fourth Supplemental Indenture the Company has purchased, 
onstructed or otherwise acquired certain property hereinafter referred to, and the Company desires by this SuppZemental Indenture to confirm the 
ien of the Original Indenture on such property; and 

-REAS, pursuant to the Forty-Second Supplemental Indenture, First Chicago Trust Company of New York resigned as Trustee and Bank 
>ne, N.A. was appointed as the successor Trustee, effective May 1,2003; and on November 16, 2003, Bank One, N.A. sold all of its corporate 
rust business and assets and, in connection with such sale, JPMorgan Chase Bank became the successor Trustee pursuant to Section 14.2 1 of the 
>riginal Indenture; and on November 13,2004, Bank One, N.A. merged with JPMorgan Chase Bank and, in connection with such merger, 
?Morgan Chase Bank became JPMorgan Chase Bank, N.A., a national banking association; and 

WHEXEAS, JPMorgan Chase Bank, N.A. is eligible and qualified to serve as Trustee under the Indenture; and 

WHEREAS, the Company desires by this Supplemental Indenture to create a new series of bonds to be designated as First Mortgage Bonds, 
4.50% Series due 2010 (the “New Series Bonds”), to be issued under the Original Indenture pursuant to Section 2.01 of the Original Indenture, 
md also desires to deliver to the Trustee prior to or simultaneously with the authentication and delivery of the initial issue of Three Hundred 
Million Dollars ($300,000,000) principal amount of New Series Bonds pursuant to Section 4.03 of the Original Indenture the documents and 
nstruments required by said section; and 

WHEREAS, the Company in the exercise of the powers and authority conferred upon and reserved to it under and by virtue of the Indenture, and 
pursuant to the resolutions of its Board of Directors (as defined in the Indenture, which definition includes any duly authorized committee of the 
Board of Directors, including the First Mortgage Bond Indenture Committee of the Board 
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f Directors) has duly resolved and determined to make, execute and deliver to the Trustee a Supplemental Indenture in the form hereof for the 
urposes herein provided; and 

VHEFtEAS, all conditions and requirements necessary to make this Supplemental Indenture a valid, binding and legal instrument in accordance 
Iith its terms have been done, performed and fulfilled, and the execution and delivery hereof have been in all respects duly authorized; 

TOW, THEREFORE, THIS SUPPLEMENTAL INDENTURE WITNESSETH: That Florida Power Corporation d/b/a Progress Energy 
lorida, Inc., in consideration of the premises and of One Dollar ($1 .OO) and other good and valuable consideration to it duly paid by the Trustee a1 
r before the ensealing and delivery of these presents, the receipt whereof is hereby acknowledged, and in order to secure the payment of both the 
rincipal of and interest and premium, if any, on the bonds from time to time issued and to be issued under the Indenture, according to their tenor 
nd effect, does hereby c o n f m  the grant, sale, resale, conveyance, assignment, transfer, mortgage and pledge of the property described in the 
kiginal Indenture and the SupplementaI Indentures (except such properties or interests therein as may have been released or sold or disposed of in 
rhole or in part as permitted by the provisions of the Original Indenture), and hath granted, bargained, sold, released, conveyed, assigned, 
-ansferred, mortgaged, pledged, set over and confmed, and by these presents doth grant, bargain, sell, release, convey, assign, transfer, 
iortgage, pledge, set over and confirm unto JPMorgan Chase Bank, N.A., as Trustee, and to its successors in the trust and to its successors and 
ssigns, forever, all property, real, personal and mixed, tangible and intangible, owned by the Company on the date of the execution of this 
lupplemental Indenture or which may be hereafter acquired by it, including (but not limited to) all property which it has acquired subsequent to 
ne date of execution of the Forty-Fourth Supplemental Indenture and situated in the State of Florida, including without limitation the property 
.escribed on Exhibit I3 hereto (in all cases, except such property as is expressly excepted by the Original Indenture from the lien and operation 
hereof); and without in any way limiting or impairing by the enumeration of the same the scope and intent of the foregoing, all lands, power sites, 
fowage rights, water rights, water locations, water appropriations, ditches, flumes, reservoirs, reservoir sites, canals, raceways, dams, dam sites, 
queducts and all other rights or means for appropriating, conveying, storing and supplying water; all rights of way and roads; all plants for the 
;eneration of electricity by steam, water and/or other power; all power houses, facilities for utilization of natural gas, street lighting systems, if 
.ny, standards and other equipment incidental thereto, telephone, radio and television systems, microwave systems, facilities for utilization of 
vater, steam heat and hot water plants, if any, all substations, lines, service and supply systems, bridges, culverts, tracks, offices, buildings and 
lther structures and equipment and fixtures thereoc all machinery, engines, bailers, dynamos, electric machines, regulators, meters, transformers, 
;enerators, motors, electrical and mechanical appIiances, conduits, cables, pipes, fittings, valves and connections, poles (wood, metal and 
:oncrete), and transmission lines, wires, cables, conductors, insulators, tools, implements, apparatus, furniture, chattels, and choses in action; all 
nunicipal and other franchises, consents, licenses or permits; all lines for the distribution of electric current, gas, steam heat or water for any 
burpose including towers, poles (wood, metal and concrete), wires, cables, pipes, conduits, ducts and all apparatus for use in connection therewith; 
ill real estate, lands, easements, servitudes, licenses, pemits, franchises, privileges, rights-of-way and other rights in or relating to real estate or 
he use and occupancy of the same (except as herein or in the Original Indenture or any of the Supplemental Indentures expressly excepted); all thr 
ight, title 
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id interest of the Company in and to all other property of any kind or nature appertaining to andor used and/or occupied andor enjoyed in 
mection with any property hereinbefore, or in the Original Indenture and said Supplemental Indentures, described. 

r IS HEREBY AGREED by the Company that all the property, rights and franchises acquired by the Company after the date hereof (except any 
.ope* herein or in the Original Indenture or any of the Supplemental Indentures expressly excepted) shall, subject to the provisions of 
xtion 9-01 of the Original Indenture and to the extent permitted by law, be as fully embraced within the lien hereof as if such property, rights 
id franchises were now owned by the Company and/or specifically described herein and conveyed hereby. 

OGETHER WITH all and singular the tenements, hereditaments and appurtenances belonging or in any way appertaining to the aforesaid 
iortgaged property or any part thereof, with the reversion and reversions, remainder and remainders and (subject to the provisions of Section 9.01 
F the Original Indenture) the toils, rents, revenues, issues, earnings, income, product and profits thereof, and all the estate, right, title and interest 
id claim whatsoever, at law as well as in equity, whch the Company now has or may hereafter acquire in and to the aforesaid mortgaged 
roperty and every part and parcel thereof. 

‘0 HAVE AND TO HOLD THE S A M E  unto PMorgan Chase Bank, N.A., the Trustee, and its successors in the trust and its assigns forever, 
ut IN TRUST NEVERTHELESS upon the terms and trusts set forth in the Indenture, for the benefit and security of those who shall hold the 
onds and coupons issued and to be issued under the Indenture, without preference, priority or distinction as to lien of any of said bonds and 
oupons over any others thereof by reason or priority in the time of the issue or negotiation thereof, or otherwise howsoever, subject, however, to 
ie provisions of Sections 10.03 and 10.12 of the Original Indenture. 

#UBJECT, HOWEVER, to the reservations, exceptions, conditions, limitations and restrictions contained in the several deeds, servitudes and 
ontracts or other instruments through which the Company acquired, andor claims title to andlor enjoys the use of the aforesaid properties; and 
ubject also to encumbrances of the character defined in the Original Indenture as “excepted encumbrances” in so far as the same may attach to 
ny of the property embraced herein. 

Yithout derogating from the security and priority presently afforded by the Indenture and by law for all of the bonds of the Company that have 
been, are being, and may in the future be, issued pursuant to the Indenture, for purposes of obtaining any additional benefits and security provided 
by Section 697.04 of the Florida Statutes, the following provisions of this paragraph shall be applicable. The Indenture also shall secure the 
bayment of both principal and interest and premium, if any, on the bonds from time to time hereafter issued pursuant to the Indenture, according tc: 
heir tenor and effect, and the performance and observance of all the provisions of the Indenture (including any indentures supplemental thereto 
Ind any modification or alteration thereof made as therein provided), whether the issuance of such bonds may be optional or mandatory, and for 
my purpose, within twenty (20) years from the date of this Supplemental Indenture. The total amount of indebtedness secured by the Indenture 
nay decrease or increase from time to time, but the total unpaid balance so secured at any one time shall not exceed the maximum principal 
imount of $3,000,000,000.00, plus interest and premium, if any, as well as any disbursements made for the payment of taxes, levies or insurance 
w the property 
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icumbered by the Indenture, with interest on those disbursements, plus any increase in the principal balance as the result of negative amortization 
. deferred interest. For purposes of Section 697.04 of the Florida Statutes, the Original Indenture, as well as all of the indentures supplemental 
,ereto that have been executed prior to the date of this Supplemental Indenture, are incorporated herein by this reference with the same effect as if 
ley had been set forth in full herein. 

nd, upon the consideration hereinbefore set forth, the Company does hereby covenant and agree to and with the Trustee and its successors in 
ust under the Indenture for the benefit of those who shall hold bonds and coupons issued and to be issued under the Indenture, as follows: 

ARTICLE I 

THE NEW SERIES BONDS 

A. FIRST MORTGAGE BONDS, 4.50% SERIES DUE 2010 

ection 1. The Company hereby creates a new series of bonds, not limited in principal amount except as provided in the Original Indenture, to be 
;sued under and secured by the Original Indenture, to be designated by the title “First Mortgage Bonds, 4.50% Series due 2010.” The initial issue 
f the New Series Bonds shall consist of Three Hundred Million Dollars ($300,000,000) principal amount thereof. Subject to the terms o f  the 
ndenture, the principal amount of the New Series Bonds is unlimited. The Company may, at its option in the future, issue additional New 
eries Bonds. 

’he New Series Bonds shall be issued only as registered bonds without coupons in the denomination of One Thousand Dollars ($1,000) or any 
ntegral multiple thereof. 

iection 2. (a) The New Series Bonds shall be issued in registered form without coupons and shall be issued initially in the form of one or more 
jlobal Bonds (each such Global Bond, a “New Series Global Bond”) to or on behalf of The Depository Trust Company (“DTC”), as Depositary 
herefor, and registered in the name of such Depositary or its nominee. Any New Series Bonds to be issued or transferred to, or to be held by or on 
iehalf of DTC as such Depositary or such nominee (or any successor of such nominee) for such purpose shall bear the depositary legends in 
,ubstantially the form set forth at the top of the form of the New Series Bonds in Section B of this Article I, unless otherwise agreed by the 
Jompany, and in the case of a successor Depositary, such legend or legends as such Depositary andor the Company shall require and to which 
:ach shall agree, in each case such agreement to be confirmed in writing to the Trustee. Principal of, and interest on, the New Series Bonds and thc 
flake-Whole Redemption Price (as defmed below), if applicable, will be payable, the transfer of the New Series Bonds will be registrable and the 
qew Series Bonds will be exchangeable for the New Series Bonds bearing identical terms and provisions, at the office or agency of the Company 
n the Borough of Madattan, The City and State of New York; provided, however, that payment of interest may be made at the option of the 
Zompany by check mailed to the registered holders thereof at their registered address; andfurtherprovided, however, that with respect to st New 
Series Global Bond, the Company may make payments of principal of, and interest on, the New Series Global Bond and the Make-Whole 
hedemption Price, if applicable, and interest on such 
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.ew Series Global Bond pursuant to and in accordance with such arrangements as are agreed upon by the Company and the Depositary for such 
-ew Series Global Bond. The New Series Bonds shall have the terms set forth in the form of the New Series Bond set forth in Section B of this 
.rticle I. 

Notwithstanding any other provision of this Subsection A.2 of t h s  Article I or of Section 2.03 of the Original Indenture, except as 
mtemplated by the provisions of paragraph (c) below, a New Series Global Bond may be transferred, in whole but not in part and in the manner 
rovided in Section 2.03 of the Original Indenture, only to a nominee of the Depositary for such New Series Global Bond, or to the Depositary, or 
a successor Depositary for such New Series Global Bond selected or approved by the Company, or to a nominee of such successor Depositary. 

:) (1) If at any time the Depositary for a New Series Global Bond notifies the Company that it is unwilling or unable to continue as the 
)epositary for such New Series Global Bond or if at any time the Depositary for a New Series Global Bond shall no longer be eligible or in good 
tanding under any applicable statute or regulation, the Company shall appoint a successor Depositary with respect to such New Series Global 
lond. If a successor Depositary for such New Series Global Bond is not appointed by the Company within 90 days after the Company receives 
uch notice or becomes aware of such ineligibility, the Company will execute, and the Trustee, upon receipt of a Company order for the 
uthentication and delivery of New Series Bonds in the form of definitive certificates in exchange for such New Series Global Bond, will 
uthenticate and deliver, without service charge, New Series Bonds in the form of definitive Certificates of llke tenor and terms in an aggregate 
rincipal amount equal to the principal amount of the New Series Global Bond in exchange for such New Series Global Bond. Such New 
)cries Bonds will be issued to and registered in the name of such person or persons as are specified by the Depositary. 

(2) The Company may at any time and in its sole discretion determine that any New Series Bonds issued or issuable in the f o m  of one or more 
Jew Series Global Bonds shall no longer be represented by such New Series Global Bond or Bonds. In any such event the Company will execute, 
nd the Trustee, upon receipt of a Company order for the authentication and delivery of New Series Bonds in the form of definitive certificates in 
xchange in whole or in part for such New Series Global Bond or Bonds, will authenticate and deliver, without service charge, to each person 
pecified by the Depositary, New Series Bonds in the form of definitive certificates of like tenor and terms in an aggregate principal amount equal 
o the principal amount of such New Series Global Bond or the aggregate principal amount of such New Series Global Bonds in exchange for suck 
4ew Series Global Bond or Bonds. 

(3) If the Company so elects in an officer’s certificate, the Depositary may surrender New Series Bonds issued in the form of a New 
geries Global Bond in exchange in whole or in part for New Series Bonds in the form of definitive certificates of like tenor and terms on such 
e m s  as are acceptable to the Company and such Depositary. Thereupon the Company shall execute, and the Trustee shall authenticate and 
leliver, without service charge, (A) to each person specified by such Depositary a new New Series Bond or Bonds of like tenor and terms and any 
tuthorized denomination as requested by such person in aggregate principal amount equal to and in exchange for such person’s beneficial interest 
n the New Series Global Bond; and (B) to such Depositary a new New Series Global Bond of like tenor and terms and in an authorized 
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nomination equal to the difference, if any, between the principal amount of the surrendered New Series Global Bond and the aggregate principal 
iount of New Series Bonds delivered to holders thereof. 

(4) In any exchange provided for in any of the preceding three subparagraphs, the Company shall execute and the Trustee shall authenticate and 
liver New Series Bonds in the form of definitive certificates in authorized denominations. Upon the exchange of the entire principal amount of a 
:w Series Global Bond for New Series Bonds in the form of definitive certificates, such New Series Global Bond shall be canceled by the 
ustee. Except as provided in the immediately preceding subparagraph, New Series Bonds issued in exchange for a New Series Global Bond 
irsuant to Subsection A.2 of t h s  Article I shall be registered in such names and in such authorized denominations as the Depositary for such 
=w Series Global Bond, acting pursuant to instructions from its direct or indirect participants or otherwise, shall instruct the Trustee. Provided 
at the Company and the Trustee have so agreed, the Trustee shall deliver such New Series Bonds to the persons in whose names the New 
:ries Bonds are so to be registered. 

( 5 )  Any endorsement of a New Series Global Bond to reflect the principal amount thereof, or any increase or decrease in such principal 
nount, shall be made in such manner and by such person or persons as shall be specified in or pursuant to any applicable letter of representations 
' other arrangement entered into with, or procedures of, the Depositary with respect to such New Series Global Bond or in the Company order 
:livered or to be delivered pursuant to Section 4.07 of the Original Indenture with respect thereto. Subject to the provisions of Section 4.07 of the 
riginal Indenture, the Trustee shall deliver and redeliver any such New Series Global Bond in the manner and upon instructions given by the 
:rson or persons specified in or pursuant to any applicable letter of representations or other arrangement entered into with, or procedures of, the 
epositary with respect to such New Series Global Bond or in any applicable Company order. If a Company order pursuant to Section 4.07 of the 
riginal Indenture is so delivered, any instructions by the Company with respect to such New Series Global Bond contained therein shall be in 
Titing but need not be accompanied by or contained in an officer's certificate and need not be accompanied by an opinion of counsel. 

(6) The Depositary or, if there be one, its nominee, shall be the holder of a New Series Global Bond for all purposes under the Indenture and 
ie New Series Bonds and beneficial owners with respect to such New Series Global Bond shall hold their interests pursuant to applicable 
rocedures of such Depositary. The Company, the Trustee and any bond registrar shall be entitled to deal with such Depositary for all purposes of 
le Indenture relating to such New Series Global Bond (including the payment of principal, the Make-Whole Redemption Price, if applicable, and 
iterest and the giving of instructions or directions by or to the beneficial owners of such New Series Global Bond as the sole holder of such New 
eries Global Bond and shall have no obligations to the beneficial owners thereof (including any direct or indirect participants in such 
kpositary)). None of the Company, the Trustee, any paying agent or bond registrar shall have any responsibility or liability for any aspect of the 
:cords relating to or payments made on account of beneficial ownership interests of a beneficial owner in or pursuant to any applicable letter of 
:presentations or other arrangement entered into with, or procedures of, the Depositary with respect to such New Series Global Bond or for 
iaaintaining, supervising or reviewing any records relating to such beneficial ownership interests. 
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ection 3. May 16, 2005 shall be the date of the beginning of the first interest period for the New Series Bonds. The first Interest Payment Date 
is defmed below) shall be December 1,2005. The New Series Bonds shall be dated as provided in Section 2.01 of the Original Indenture, The 
Jew Series Bonds shall be payable on June 1 , 2010, in such coin or currency of the United States of America as at the time of payment is legal 
mder for the payment of public and private debts, and shall bear interest, payable in llke coin or currency, at the rate of 4.50% per annum, 
ayable semiannually on June 1 and December 1 of each year (each an “Interest Payment Date”) to the persons in whose names the New 
eries Bonds are registered at the close of business on the tenth calendar day next preceding the Interest Payment Date (Le., May 22 and 
iovember 2 1, respectively) (each a “Regular Record Date”), provided, however, that so long as the New Series Bonds are registered in the name 
f DTC, its nominee or a successor depository, the Regular Record Date for interest payable on any Interest Payment Date shall be the close of 
usiness on the business day immediately preceding such Interest Payment Date (each subject to certain exceptions provided in this Supplemental 
ndenture and the Indenture), until maturity, according to the terms of the bonds or on prior redemption or by declaration or otherwise, and at the 
ighest rate of interest borne by any of the bonds outstanding under the Indenture from such date of maturity until they shall be paid or payment 
nereof shall have been duly provided for. Principal of, and interest on, the New Series Bonds and the Make-Whole Redemption Price, if 
pplicable, shall be payable at the office or agency of the Company in the Borough of Manhattan, The City of New York; provided, however, that 
iayment of interest may be made, at the option of the Company, by check mailed by the Company or its affiliate to the person entitled thereto at 
lis registered address. If a due date for the payment of interest, principal or the Make-Whole Redemption Price, if applicable, falls on a day that is 
lot a business day, then the payment will be made on the next succeeding business day, and no interest will accrue on the amounts payable for the 
jeriod from and after the original due date and until the next business day. The term “business day” means any day other than a Saturday or 
hnday or day on which banking institutions in the City of New York are required or authorized to close. 

%e New Series Bonds may be redeemed at the option of the Company in whole at any time, or in part fi-om time to time, prior to maturity, at a 
nake-whole redemption price (the “Make-Whole Redemption Price”). The Make-Mole Redemption Price shall be equal to the greater of 
i) 100% of the principal amount of the New Series Bonds being redeemed or (ii) the sum of the present values of the remaining scheduled 
Iayments of principal and interest on the New Series Bonds being redeemed, discounted to the redemption date on a semiannual basis (assuming a 
560-day year consisting of twelve 30-day months) at the Treasury Rate plus 10 basis points, plus in each case accrued and unpaid interest on the 
irincipal amount being redeemed to the redemption date. 

‘Comparable Treasury Issue,” means the United States Treasury security or securities selected by an Independent Investment Banker (as defined 
Jelow) as having an actual or interpolated maturity comparable to the remaining term of the New Series Bonds being redeemed that would be 
itilized, at the time of selection and in accordance with customary financial practice, in pricing new issues of corporate debt securities of 
;omparable maturity to the remaining term of such New Series Bonds. 

,‘Comparable Treasury Price,” means, with respect to any redemption date, (1) the average of the Reference Treasury Dealer Quotations (as 
iefined below) for such redemption date, after 
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xluding the highest and lowest such Reference Treasury Dealer Quotations, or (2) if the Company obtains fewer than four such Reference 
reasury Dealer Quotations, the average of all such quotations. 

ndependent Investment Banker,” means one of the Reference Treasury Dealers (as defined below) appointed by the Company. 

Xeference Treasury Dealer,” means Barclays Capital Inc., its respective successor, and three other primary U.S. Govemment securities dealers in 
he City of New York (a “primary treasury dealer”) selected by the Company. If any Reference Treasury Dealer shall cease to be a primary 
easury dealer, the Company will substitute another primary treasury dealer for that dealer. 

Reference Treasury Dealer Quotations,” means, with respect to each Reference Treasury Dealer and any redemption date, the average, as 
stermined by the Company, of the bid and asked prices for the Comparable Treasury Issue (expressed in each case as a percentage of its principal 
aount) quoted in writing to the Company by such Reference Treasury Dealer at 3:30 p.m. New York time on the third business day preceding 
x h  redemption date. 

Treasury Rate,” means, with respect to any redemption date, the rate per amurn equal to the semiannual equivalent yield to maturity or 
iterpolated (on a day count basis) of the Comparable Treasury Issue, assuming a price for the Comparable Treasury Issue (expressed as a 
ercentage of its principal amount) equal to the Comparable Treasury Price for such redemption date. 

,o long as the New Series Bonds are registered in the name of DTC, its nominee or a successor depositary, if the Company elects to redeem less 
ian all of the New Series Bonds, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in the New Series 
bonds to be redeemed. At all other times, the Trustee shall draw by lot, in such manner as it deems appropriate, the particular New Series Bonds, 
‘r portions of them, to be redeemed. 

’he New Series Bonds shall also be redeemable, as a whole but not in part, at the Make-Whole Redemption Price in the event that (ij all the 
tutstanding common stock of the Company shall be acquired by some governmental body or instrumentality and the Company elects to redeem al. 
If the bonds of all series, the redemption date in any such event to be not more than one hundred twenty (1 20) days after the date on which all said 
tock is so acquired or (ii) all, or substantially all, the mortgaged and pledged property constituting bondable property whch at the time shall be 
ubject to the lien of the Indenture as a first lien shall be released from the lien of the Indenture pursuant to the provisions thereof, and available 
noneys in the hands of the Trustee, including any moneys deposited by the Company available for the purpose, are sufficient to redeem all the 
)on& of all series at the redemption prices (together with accrued interest to the date of redemption) specified therein applicable to the redemptior 
hereof upon the happening of such event. 

clotice of redemption shall be given by mail not less than 30 nor more than 90 days prior to the date fixed for redemption to the holders of New 
Series Bonds to be redeemed (whxh, as long as the New Series Bonds are held in the book-entry only system, will be the Depository, its nominee 
>r a successor depository). On and after the date fixed for redemption (unless the Company defaults in the payment of the Make-Whole 
tedemption Price and interest accrued 
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iereon to such date), interest on the New Series Bonds or the portions of them so called for redemption shall cease to accrue. If the Company 
lects to redeem any New Series Bonds, the Company will notify the Trustee of its election at least 45 days prior to the redemption date (or a 
horter period acceptable to the Trustee) including in such notice, a reasonably detailed computation of the Make-Whole Redemption Price. 

%e New Series Bonds of the several denominations are exchangeab3e for a like aggregate principal amount of other New Series Bonds of other 
uthorized denominations. Notwithstanding the provisions of Section 2.03 of the Original Indenture, for any exchange of the New Series Bonds 
or other New Series Bonds of different authorized denominations, or for any transfer of New Series Bonds, the Company may require the 
layment of a sum sufficient to reimburse it fur any tax or other governmental charge incident thereto only. The New Series Bonds may be 
resented for transfer or exchange at the corporate trust office of the Trustee in New York, New York. 

B. FORM OF THE NEW SERIES BONDS 

'he New Series Bonds shall be substantially in the following form, with such inclusions, omissions, and variations as the Board of Directors of tht 
2ompany may determine in accordance with the provisions of the Indenture: 

[FORM OF THE NEW SEFUES BONDS] 

Insert applicable depositary legend or legends, which initially shall be the following: 

I'HIS SECURITY IS A GLOBAL NOTE WITHIN THE MEANING OF THE INDENTURE HE€EINAFTER REFERRED TO AND IS 
XEGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE THEREOF. THIS SECURITY MAY NOT BE EXCHANGED IN 
WOLE OR IN PART FOR A SECURITY REGISTERED, AND NO TRANSFER OF THIS SECURITY IN WHOLE OR IN PART MAY BE 
XEGISTERED, IN THE NAME OF ANY PERSON OTHER THAN SUCH DEPOSITARY OR A NOMINEE THEREOF, EXCEPT IN THE 
LIMITED CIRCUMSTANCES DESCRIBED IN THE WDENTUKE. 

UNLESS THIS CERTIFICATE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITORY TRUST COMPANY, 
A NEW YORK CORPORATION ("DTC"), TO FLORIDA POWER CORPORATION d/b/a PROGRESS ENERGY FLORIDA, rNC. OR ITS 
AGENT FOR REGISTWTION OF TRANSFER, EXCHANGE, OR PAMMENT, AND ANY CERTIFICATE ISSUED IS REGISTERED IN 
THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF DTC 
(AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED 
REPRESENTATIVE OF DTC), ANY TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY 
PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN. 

THIS FIRST MORTGAGE BOND, -% SERIES DUE 20-MAY, UNDER CONDITIONS PROVIDED TN THE INDENTURE, BE 
EXCHANGED FOR FIRST MORTGAGE BONDS, 
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% SERIES DUE 2 0 I N  THE FORM OF DEFINITIVE CERTIFICATES OF LIKE TENOR AND OF AN EQUAL AGGREGATE 
RINCIPAL AMOUNT, IN AUTHORIZED DENOMINATIONS, REGISTERED IN THE NAMES OF SUCH PERSONS AS THE 
IEPOSITARY SHALL INSTRUCT THE TRUSTEE. ANY SUCH EXCHANGE SHALL BE MADE UPON RECEIPT BY THE TRUSTEE OF 
,N OFFICER’S CERTIFICATE THEREFOR AND A WRITTEN INSTRUCTION FROM THE DEPOSITARY SETTING FORTH THE 
IAME OR NAMES IN WHICH THE TRUSTEE IS TO REGISTER SUCH FIRST MORTGAGE BONDS, -% SERIES DUE 20- IN THE 
ORM OF DEFINITIVE CERTIFICATES. J 

ZGISTERED BOND CUSIP No, 341099- 

FLORIDA POWER CORPORATION 
d/b/a PROGRESS ENERGY FLORIDA, INC, 

(Incorporated under the laws of the State of Florida) 

FIRST MORTGAGE BOND, 
- % SERIES DUE 20- 

Dm 920- 

iZORIDA POWER CORPORATION d/b/a PROGRESS ENERGY FLORIDA, INC., a corporation of the State of Florida (hereinafter 
alled the Company), for value received, hereby promises to pay to - or registered assigns, on at the office or agency of the 
:ompany in the Borough of Manhattan, The City of New York, 
Jnited States of America as at the time of payment is legal tender for the payment of public and private debts, and to pay interest thereon, 
emiannually on __ and of each year, commencing 
lose of business on the tenth calendar day next preceding the interest payment date (i.e., - and 
hat so long as this bond is registered in the name of The Depository Trust Company, its nominee or a successor depository, the record date for 
nterest payable on any interest payment date shall be the close of business on the business day immediately preceding such interest payment date 
each subject to certain exceptions provided in the Mortgage hereinafter mentioned), at the rate of per annum, at said office or agency 
n like coin or currency, from the date hereof until this bond shall mature, according to its terms or on prior redemption or by declaration or 
Itherwise, and at the highest rate of interest borne by any of the bonds outstanding under the Mortgage hereinafter mentioned from such date of 
naturity until this bond shall be paid or the payment hereof shall have been duly provided for; provided, however, that payment of interest may be 
nade at the option of the Company by check mailed by the Company or its affiliate to the person entitled thereto at his registered address. If a due 
iate for the payment of interest, principal, or the Make-Whole Redemption Price, if applicable, falls on a day that is not a business day, then the 
layment will be made on the next succeeding business day, and no interest will accrue on the amounts payable for the period from and after the 
Iriginal due date and until the next business day. The term “business day” means any day other than a Saturday or Sunday or day on which 
)anlung institutions in the City of New York are required or authorized to close. 

Million Dollars ($ 

, 20-, to the person in whose name this bond is registered at the 

,000,000) in such coin or currency of the 

, respectively), provided, however, 
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idditional provisions of this bond are set forth on the reverse hereof and such provisions shall for all purposes have the same effect as though 
ully set forth at this place. 

%is bond shall not become valid or obligatory for any purpose until @Morgan Chase Bank, N.A., or its successor as Trustee under the Mortgage, 
hall have signed the certificate of authentication endorsed hereon. 

N WITNESS WHEREOF, FLORIDA POWER CORPORATION d/b/a PROGRESS ENERGY FLORIDA, INC. has caused this bond to 
be signed in its name by its President or one of its Vice Presidents by his signature or a facsimile thereof, and its corporate seal, or a facsimile 
hereof, to be affixed hereto and attested by its Secretary or one of its Assistant Secretaries by his signature or a facsimile thereof. 

lated: May -, 2005 

FLORIDA POWER CORPORATION 
d/b/a PROGRESS ENERGY FLORIDA, INC. 

By: 

Name: 
Title: 

SEAL] 

i t tes t :  

Vame: 
ritle: 

TRUSTEE’S AUTHENTICATION CERTIFICATE 

This bond is one of the bonds, of the series herein designated, described or provided for in the within-mentioned Mortgage. 

JPMORGAN CHASE BANK, N.A. 

By: 

Name: 
Title: 
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[TEXT APPEARING ON REVERSE SIDE OF BOND] 

FLORIDA POWER CORPORATION 
d/b/a PROGRESS ENERGY FLORIDA, INC. 

FIRST MORTGAGE BOND 
- % SERIES DUE 20- 

DUE 7 20- 

his bond is one of an issue of bonds of the Company (herein referred to as the bonds), not limited in principal amount except as provided in the 
lortgage hereinafter mentioned, issuable in series, which different series may mature at different times, may bear interest at different rates, and 
lay otherwise vary as provided in the Mortgage hereinafter mentioned, and is one of a series known as its First Mortgage Bonds, -% Series due 
0- (herein referred to as the “Bonds of ths  Series”), all bonds of all series issued and to be issued under and equally and ratably secured 
:xcept insofar as any sinking or analogous fund, established in accordance with the provisions of the Mortgage hereinafter mentioned, may afford 
iditional security for the bonds of any particular series) by an Indenture dated as of January 1, 1944 (the “Original Indenture” and herein, 
)gether with all indentures supplemental thereto including the Forty-Fifth Supplemental Indenture dated as of May 1, 2005 (the “Forty-Fifth 
upplemental Indenture”) between the Company and JPMorgan Chase Bank, N.A., as Trustee, called the “Mortgage”), to which reference is made 
ir the nature and extent of the security, the rights of the holders of bonds and of the Company in respect thereof, the rights, duties and immunities 
f the Trustee, and the terms and conditions upon which the bonds are, and are to be, issued and secured. The Mortgage contains provisions 
emitting the holders of not less than seventy-five per centum (75%) in principal amount of all the bonds at the time outstanding, determined and 
videnced as provided in the Mortgage, or in case the rights under the Mortgage of the holders of bonds of one or more, but less than all, of the 
eries of bonds outstanding shall be affected, the holders of not less than seventy-five per centum (75%) in principal amount of the bonds at the 
ime outstanding of the series affected, determined and evidenced as provided in the Mortgage, on behalf of the holders of all the bonds to waive 
ny past default under the Mortgage and its consequences except a completed default, as defined in the Mortgage, in respect of the payment of the 
lrincipal of or interest on any bond or default arising from the creation of any lien ranking prior to or equal with the lien of the Mortgage on any o 
he mortgaged and pledged property. The Mortgage also contains provisions permitting the Company and the Trustee, with the consent of the 
iolders of not less than seventy-five per centum (75%) in principal amount of all the bonds at the time outstanding, determined and evidenced as 
n-ovided in the Mortgage, or in case the rights under the Mortgage of the holders of bonds of one or more, but less than all, of the series of bonds 
butstanding shall be affected, then with the consent of the holders of not less than seventy-five per centum (75%) in principal amount of the bonds 
rt the time outstanding of the series affected, determined and evidenced as provided in the Mortgage, to execute supplemental indentures adding 
my provisions to or changing in any manner or eliminating any of the provisions of the Mortgage or modifying in any manner the rights of the 
iolders of the bonds and coupons; provided, however, that no such supplemental indenture shall (i) extend the fixed maturity of any bonds, or 
.educe the rate or extend the time of payment of interest thereon, or reduce the principal amount thereof, without the express consent of the holder 
if each bond so affected, or (ii) reduce the aforesaid percentage of bonds, the holders of which are required to 
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men t  to any such supplemental indenture, without the consent of the holders of all bonds then outstanding, or (iii) permit the creation of any lien 
.nking prior to or equal with the lien of the Mortgage on any of the mortgaged and pledged property, or (iv) deprive the holder of any outstanding 
md of the lien of the Mortgage on any of the mortgaged and pledged property. Any such waiver or consent by the registered holder of ths  bond 
tnless effectively revoked as provided in the Mortgage) shall be conclusive and binding upon such holder and upon all future holders of this 
md, irrespective of whether or not any notation of such waiver or consent is made upon this bond. No reference herein to the Mortgage and no 
rovision of this bond or of the Mortgage shall alter or impair the obligation of the Company, which is absolute and unconditional, to pay the 
rincipal of and interest on this bond at the time and place and at the rate and in the coin or currency herein prescribed. 

he Bonds of this Series are issuable in denominations of One Thousand Dollars ($1,000) and any integral multiple thereof and are exchangeable 
)r a like aggregate principal amount of Bonds of ths  Series of other authorized denominations. This bond is transferable as prescribed in the 
fortgage by the registered holder hereof in person, or by his duly authorized attorney, at the office or agency of the Company in said Borough of 
lanhattan, The City of New York, upon surrender and cancellation of this bond, and upon payment, if the Company shall require it, of the 
ansfer charges prescribed in the Forty-Fifth Supplemental Indenture hereinabove referred to, and thereupon a new fully registered bond or bonds 
f authorized denominations of the same series and for the same aggregate principal amount will be issued to the transferee in exchange herefor as 
rovided in the Mortgage. The Company and the Trustee, any paying agent and any bond registrar may deem and treat the person in whose name 
lis bond is registered as the absolute owner hereof, whether or not this bond shall be overdue, for the purpose of receiving payment and for all 
her purposes and neither the Company nor the Trustee nor any paying agent nor any bond registrar shall be affected by any notice to the 
ontrary. 

’he Bonds of this Series may be redeemed at the option of the Company in whole at any time, or in part from time to time, prior to maturity, at a 
lake-whole redemption price (the “Make-Whole Redemption Price”). The Make-Whole Redemption Price shall be equal to the greater of 
i) 100% of the principal amount of the Bonds of this Series being redeemed or (ii) the surn of the present values of the remaining scheduled 
ayments of principal and interest on the Bonds of this Series being redeemed, &scouted to the redemption date on a semiannual basis (assuming 
360-day year consisting of twelve 30-day months) at the Treasury Rate plus - basis points, plus in each case accrued and unpaid interest on 
ie principal amount being redeemed to the redemption date. 

Comparable Treasury Issue,” means the United States Treasury security or securities selected by an Independent Investment Banker (as defined 
below) as having an actual or interpolated maturity comparable to the remaining term of the Bonds of this Series being redeemed that would be 
.tilked, at the time of selection and in accordance with customary financial practice, in pricing new issues of corporate debt securities of 
omparabfe maturity to the remaining term of such Bonds of this Series. 

,Comparable Treasury Price,” means, with respect to any redemption date, (1) the average of the Reference Treasury Dealer Quotations (as 
lefined below) for such redemption date, after excluding the highest and lowest such Reference Treasury Dealer Quotations, or (2) if the 
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:ompany obtains fewer than four such Reference Treasury Dealer Quotations, the average of all such quotations. 

Independent Investment Banker,” means one of the Reference Treasury Dealers (as defined below) appointed by the Company. 

Reference Treasury Dealer,” means each of Barclays Capital Inc., its respective successor, and three other primary U.S. Government securities 
ealers in The City of New York (a “primary treasury dealer”) selected by the Company. If any Reference Treasury Dealer shall cease to be a 
lrimary treasury dealer, the Company will substitute another primary treasury dealer for that dealer. 

Reference Treasury Dealer Quotations,” means, with respect to each Reference Treasury Dealer and any redemption date, the average, as 
.etermined by the Company, of the bid and asked prices for the Comparable Treasury Issue (expressed in each case as a percentage of its principal 
mount) quoted in writing to the Company by such Reference Treasury Dealer at 3:30 p.m. New York time on the third business day preceding 
uch redemption date. 

Treasury Rate,” means, with respect to any redemption date, the rate per annum equal to the semiannual equivalent yield to maturity or 
nterpoiated (on a day count basis) of the Comparable Treasury Issue, assuming a price for the Comparable Treasury Issue {expressed as a 
Iercentage of its principal amount) equal to the Comparable Treasury Price for such redemption date. 

;o long as the Bonds of this Series are registered in the name of DTC, its nominee or a successor depositary, if the Company elects to redeem less 
han all of the Bonds of ths  Series, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant of DTC in the Bond: 
,E this Series to be redeemed. At all other times, the Trustee shall draw by lot, in such manner as it deems appropriate, the particular Bonds of this 
;cries, or portions of them, to be redeemed. 

fie Bonds of this Series shal1 also be redeemable, as a whole but not in part, at the Make-Whole Redemption Price in the event that (i) all the 
mtstanding common stock of the Company shall be acquired by some governmental body or instrumentality and the Company elects to redeem a1 
If the bonds of all series, the redemption date in any such event to be not more than one hundred twenty (120) days after the date on which all saic 
itock is so acquixed or (ii) all or substantially all the mortgaged and pledged property constituting bondable property as defined in the Mortgage 
vhich at the time shall be subject to the lien of the Mortgage its a fEst lien shall be released from the lien of the Mortgage pursuant to the 
irovisions thereof, and avaiIable moneys in the hands of JPMorgan Chase Bank, N.A. or its successor as Trustee, including any moneys deposited 
iy the Company available for the purpose, are sufficient to redeem all the bonds of all series at the redemption prices (together with accrued 
nterest to the date of redemption) specified therein applicable to the redemption thereof upon the happening of such event. 

‘dotice of redemption shall be given by mail not less than 30 nor more than 90 days prior to the date fixed for redemption to the holders of the 
3onds of this Series to be redeemed (which, as long as the Bonds of this Series are held in the book-entry only system, will be the Depository, its 
nominee or a successor depository). On and after the date fixed for redemption (unless the 
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:ompany defaults in the payment of the Make-Whole Redemption Price and interest accrued thereon to such date), interest on the Bonds of this 
eries or the portions of them so called for redemption shall cease to accrue. If the Company elects to redeem any Bonds of this Series, the 
:ompany will notify the Trustee of its election at least 45 days prior to the redemption date (or a shorter period acceptable to the Trustee) 
icluding in such notice, a reasonably detailed computation of the Make-Whole Redemption Price. 

'he Mortgage provides that if the Company shall deposit with JPMorgan Chase Bank, N,A. or its successor as Trustee in trust for the purpose 
mds sufficient to pay the principal of all the bonds of any series, or such of the bonds of any series as have been or are to be called for 
:dernption (includmg any portions, constituting $1,000 or an integral multiple thereof, of fully registered bonds), and premium, if any, thereon, 
nd all interest payable on such bonds (OT portions) to the date on which they become due and payable at maturity or upon redemption or 
therwise, and complies with the other provisions of the Mortgage in respect thereof, then from the date of such deposit such bonds (or portions) 
hall no longer be secured by the lien of the Mortgage. 

'he Mortgage provides that, upon any partial redemption of a fully registered bond, upon surrender thereof endorsed for transfer, new bonds of the 
ame series and of authorized denominations in principal amount equal to the unredeemed portion of such fully registered bond will be delivered 
n exchange therefor. 

l e  principal hereof may be declared or may become due prior to the express date of the maturity hereof on the con&tions, in the manner and at 
he time set forth in the Mortgage, upon the occurrence of a completed default as in the Mortgage provided. 

Jo recourse shall be had for the payment of the principal of, the Make-Whole Redemption Price, if applicable, or interest on th s  bond, or for any 
laim based hereon, or otherwise in respect hereof, or based on or in respect of the Mortgage or under or upon any obligation, covenant or 
greement contained in the Mortgage, against any incorporator or any past, present or future subscriber to the capital stock, stockholder, officer or 
hector, as such, of the Company or of any predecessor or successor corporation, either drectly or through the Company or any predecessor or 
uccessor corporation under any present or future rule of law, statute or constitution or by the enforcement of any assessment or otherwise, all sucl 
iability of incorporators, subscribers, stockholders, officers and directors, as such, being waived and released by the holder and owner hereof by 
he acceptance of this bond and being ldsewise waived and released by the terms of the Mortgage. 

C. INTEREST ON THE NEW SERIES BONDS 

nterest on any New Series Bond which is payable, and is punctually paid or duly provided for, on any Merest Payment Date shall be paid to the 
ierson in whose name that bond (or one or more predecessor bonds) is registered at the close of business on the Regular Record Date for such 
nterest specified in the provisions of this Supplemental Indenture. Interest shall be computed on the basis of a 360-day year composed of twelve 
!O-day months. 
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iny interest on any New Series Bond which is payable, but is not punctually paid or duly provided for, on any Interest Payment Date (herein 
alled “Defaulted Interest”) shall forthwith cease to be payable to the registered holder on the relevant Regular Record Date solely by virtue of 
uch holder having been such holder; and such Defaulted Interest may be paid by the Company, at its election in each case, as provided in 
hbsection A or €3 below: 

A, The Company may elect to make payment of any Defaulted Interest on the New Series Bonds to the persons in whose names such 
bonds (or their respective predecessor bonds) are registered at the close of business on a special record date for the payment of such Defaulted 
Interest, which shall be fixed in the following manner (a “Special Record Date”). The Company shall noti@ the Trustee in writing of the 
amount of Defaulted Interest proposed to be paid on each bond and the date of the proposed payment (which date shall be such as will enable 
the Trustee to comply with the next sentence hereof), and at the same time the Company shall deposit with the Trustee an amount of money 
equal to the aggregate amount proposed to be paid in respect of such Defaulted Interest or shall make arrangements satisfactory to the Trustee 
for such deposit prior to the date of the proposed payment, such money when deposited to be held in trust €or the benefit of the persons 
entitled to such Defaulted Interest as in this Subsection provided and not to be deemed part of the trust estate or trust moneys. Thereupon the 
Trustee shall fix a Special Record Date for the payment of such Defaulted Interest which shall be not more than 15 nor less than 10 days prior 
to the date of the proposed payment and not less than 10 days after the receipt by the Trustee of the notice of the proposed payment. The 
Trustee shall promptly notify the Company of such Special Record Date and, in the name and at the expense of the Company, shall cause 
notice of the proposed payment of such Defaulted Interest and the Special Record Date therefor to be mailed, first-class postage prepaid, to 
each holder of a bond of the New Series Bonds at the address as it appears in the bond register not less than 10 days prior to such Special 
Record Date. The Trustee may, in its discretion in the name and at the expense of the Company, cause a similar notice to be published at least 
once in a newspaper approved by the Company in each place of payment of the New Series Bonds, but such publication shall not be a 
condition precedent to the establishment of such Special Record Date. Notice of the proposed payment of such Defaulted Interest and the 
Special Record Date therefor having been mailed as aforesaid, such Defaulted Interest shall be paid to the persons in whose names the New 
Series Bonds (or their respective predecessor bonds) are registered on such Special Record Date and shall no longer be payable pursuant to thr 
following Subsection B. 

B. The Company may make payment of any Defaulted Interest on the New Series Bonds in any other lawful manner not inconsistent with 
the requirements of any securities exchange on which such bonds may be listed and upon such notice as may be required by such exchange, if 
after notice given by the Company to the Trustee of the proposed payment pursuant to this Subsection, such payment shall be deemed 
practicable by the Trustee. 

Subject to the foregoing provisions of this Section, each New Series Bond delivered under this Supplemental Indenture upon transfer of or in 
sxchange for or in lieu of any other New Series Bonds shall carry all the rights to interest accrued and unpaid, and to accrue, which were carried 
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7 such other bond and each such bond shall bear interest from such date, that neither gain nor loss in interest shall result from such transfer, 
;change or substitution. 

ARTICLE 11 

ADDITIONAL COVENANTS 

he Company hereby covenants as follows: 

ection 1. That it will, prior to or simultaneously with the initial authentication and delivery by the Trustee of the New Series Bonds under 
xtion 4.03 of the Original Indenture, deliver to the Trustee the instruments required by said Section. 

ection 2. That, so long as any of the New Series Bonds shall be outstanding, it will not declare or pay any dividends (except a dividend in its o w  
x a " n  stock) upon its common stock, or make any other distribution (by way of purchase, or otherwise) to the holders thereof, except a paymem 
r distribution out of net income of the Company subsequent to December 3 1,1943; and that it will not permit any subsidiary of the Company to 
urchase any shares of common stock of the Company. 

or the purpose of this Section, net income of the Company shall be determined by regarding as charges or crehts to income, as the case may be, 
ny and all charges or credits to earned surplus subsequent to December 3 1, 1943, representing adjustments on account of excessive or deficient 
xruals to income for taxes, and operating expenses shall include all proper charges for the maintenance and repairs of the property owned by the 
lompany and appropriations out of income for the retirement or depreciation of the property used in its electric business in an amount of not less 
ian the amount of the minimum provision for depreciation determined as provided in clause (5 )  of paragraph A of Section 1.05 of the Original 
identure. 

ARTICLE 111 

SUNDRY PROVISIONS 

lection 1. This Supplemental Indenture is executed and shall be construed as an indenture supplemental to the Original Indenture, and shall form 
part thereof and all. of the provisions contained in the Original Indenture in respect to the rights, privileges, immunities, powers and duties of the 

'rustee shall be applicable in respect hereof as fully and with like effect as if set forth herein in full. 

iection 2. "lus Supplemental Indenture may be simultaneously executed in any number of counterparts, and all of said counterparts executed and 
lelivered, each as an original, shall constitute but one and the same instrument. 

kction 3. The Trustee shall not be responsible in any manner whatsoever for or in respect of the validity or sufficiency of this Supplemental 
ndenture or of the due execution hereof by the Company or for or in respect of the recitals contained herein, all of which recitals are made by the 
2ompany solely. 
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iection 4. Due to a scriveners error, the --Ninth and Fortieth Supplemental Indentures to the Original Indenture erroneously indicated that 
he Thirty-Seventh Supplemental Indenture dated as of December 1, 1993 was recorded in Sumter County, Florida at Book 502, Page 157. The 
orrect recording location is Book 502, Page 167. 

kction 5. Although this Supplemental Indenture is dated for convenience and for purposes of reference as of May 1,2005, the actual dates of 
:xecution by the Company and by the Trustee are as indicated by the respective acknowledgments hereto annexed. 

[Remainder of Page Intentionally Left Blank] 
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N WITNESS WHEREOF, FLORIDA POWER CORPORATION d/b/a PROGRESS ENERGY FLORIDA, INC. has caused this 
hpplemental Indenture to be signed in its name and behalf by its Executive Vice President, and its corporate seal to be hereunto affixed and 
.ttested by its Assistant Secretary, and JPMORGAN CHASE BANK, N.A. has caused this Supplemental Indenture to be signed and sealed in its 
Lame and behalf by a Vice President, and its corporate seal to be attested by a Vice President, all as of the day and year first above written. 

FLORIDA POWER CORPORATION 
d/b/a PROGREXS ENERGY FLORIDA, INC. 

By: is/ GEOFFREY S. CHATAS 
Geoffrey S. Chatas, Executive Vice President 
100 Centra! Avenue St. Petersburg, Florida 33701 

SEAL] 

ittest: 

s i  FRANK A. SCHILLER 
;rank A. Schiller, Secretary 
.OO Central Avenue 
jt. Petersburg, Florida 33701 

Signed, sealed and delivered by said 
;"LORIDA POWER CORPORATION 
I/b/a PROGRESS ENERGY F L O W A ,  INC. 

in the presence of: 

's/ C.G. BEUFUS 
Z.G. Beuris 

's/ N. MANLY JOHNSON I11 
9. Manly Johnson I11 

[Company's Signature Page of Forty-Fgth Supplemental Indenture] 
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JPMORGAN CHASE BANK, N.A. 

SEAL] 

By: / s /  JANICE OTT ROTUNNO 

Janice Ott Rotunno, Vice President 
4 New York Plaza 
New York, New York 10004 

i/ J. MOUND 
lame: J. Morand, Vice President 
New York Plaza 
lew York, N Y  10004 

igned, sealed and delivered by said 

PMORGAN CHASE BANK, N.A. 

I the presence of: 

:/ GEORGE N. REAVES 
ieorge N. Reaves 

s/ LEONARD GNAT 
.eonard Gnat 

[Trustee’s Signature Page of Forty-Fifth Supplemental Indenture] 
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ss: 
TATE OF NORTH CAROLINA 1 

lOUNTY OF WAKE 1 

,efore me, the undersigned, a notary public in and for the State and County aforesaid, an officer duly authorized to take acknowledgments of 
eeds and other instruments, personally appeared Geoffrey S. Chatas, Executive Vice President of FLORIDA POWER CORPORATION d/b/a 
ROGRESS ENERGY FLORIDA, INC., a corporation, the corporate party of the first part in and to the above written instrument, and also 
ersonally appeared before me Frank A. Schiller, Secretary of the said corporation; such persons being severally personally known to me, who did 
ike an oath and are known by me to be the same individuals who as such Executive Vice President and as such Assistant Secretary executed the 
bove written instrument on behalf of said corporation; and he, the said Executive Vice President, acknowledged that as such Executive Vice 
resident, he subscribed the said corporate name to said instrument on behalf and by authority of said corporation, and he, the said Assistant 
ecretary, acknowledged that he affixed the seal of said corporation to said instrument and attested the same by subscribing his name as Assistant 
ecretary of said corporation, by authority and on behalf of said corporation, and each of the two persons above named acknowledged that, being 
domed of the contents of said instrument, they, as such Executive Vice President and Assistant Secretary, delivered said instrument by authority 
nd on behalf of said corporation and that all such acts were done freely and voluntarily and for the uses and purposes in said instrument set forth 
nd that such instrument is the free act and deed of said corporation; and each of said persons Eurther acknowledged and declared that he knows 
le seal of said corporation, and that the seal affixed to said instrument is the corporate seal of the corporation aforesaid. 

N WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal this 16th day of May, 2005 at Raleigh in the State and Counq 
fores aid. 

/ S /  BRENDA B. ADDISON 

N O T A W L  SEAL] 
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ss: 
TATE OF ILLINOIS ) 

lOUNTY OF COOK ) 

)efore me, the undersigned, a notary public in and for the State and County aforesaid, an officer duly authorized to take acknowledgments of 
eeds and other instruments, personally appeared Janice Ott Rotunno, a Vice President (the “Executing Vice President”) of JPMORGAN 
IHASE BANK, N.A., a national banking association, the corporate party of the second part in and to the above written instrument, and also 
ersonally appeared before me J. Morand, a Vice President (the “Attesting Vice President”) of the said corporation; said persons being severally 
ersonally known to me, who did take an oath and are known by me to be the same individuals who as such Executing Vice President and as such 
,ttesting Vice President executed the above written instrument on behalf of said corporation; and he, the said Executing Vice President, 
cknowledged that as such Executing Vice President he subscribed the said corporate name to said instrument and affixed the seal of said 
orporation to said instrument on behalf and by authority of said corporation, and she, the said Attesting Vice President, acknowledged that she 
ttested the same by subscribing her name as Vice President of said corporation, by authority and on behalf of said corporation, and each of the 
NO persons above named acknowledged that, being informed of the contents of said instrument, they, as such Executing Vice President and 
ittesting Vice President, delivered said instrument by authority and on behalf of said corporation and that all such acts were done freely and 
oluntarily and for the uses and purposes in said instrument set forth and that such instnrment is the free act and deed of said corporation, and each 
f said persons further acknowledged and declared that heishe knows the seal of said corporation, and that the seal affixed to said instrument is the 
orporate seal of the corporation aforesaid. 

N WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal this 16th day of May, 2005, at Chicago, Illinois, in the State 
nd County aforesaid. 

/ S i  D U N E  MARY WUERTZ 

NOTARIAL SEAL] 
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EXHIBIT A 

RECORDING INFORMATION 

3RIGINAL INDENTURE dated January 1,1944 

STATE OF FLORIDA 

Iounty 
ilachua 
3aY 
3revard 
3itrus 
20 lumbia 
Xxie 
Tlagler 
iranklin 
3adsden 
3ilchnst 
3ulf 
Jarnilton 
lardee 
lemando 
lighlands 
Wlsborough 
‘ackson 
‘efferson 
,afay ette 
,ake 
,eon 
x v y  
iberty 
dadison 
vlarion 
)range 
lsceola 
’asco 
’inellas 
’olk 
Seminole 
lumter 
luwanee 
ray lor 
Jolusia 
Nakulla 

STATE OF GEORGIA 

:ounty 
:oak 
3chols 
,owndes 

A- 1 

Date of Recordation 
02/25/44 
10/20/47 
10/30/91 
0212 5/44 
0212 5/44 
02/25/44 
10/30/9 1 
02/25/44 
02/26/44 
02/25/44 
02/26/44 
02/25/44 
0212 5 14 4 
02/25/44 
02/2 5/44 
02/25/44 
0212 6/44 
07/02/5 1 
02/25/44 
02/25/44 
02/25/44 
02/25/44 
0212 5/44 
07/02/5 1 
02/25/44 
0212 5/44 
02/25/44 
02/25/44 
02/26/44 
02/25/44 
02/25/44 
0212 5/44 
0212 5/44 
07/03/5 1 
02/25/44 
02/25/44 

Date of Recordation 
0212 5/44 
02/25/44 
02/25/44 

Book 
121 
59 

3157 
18 
42 
3 

456 
0 

A-6 
5 
6 

42 
23 
90 
48 
662 
370 
25 
22 
93 
41 
3 

“H” 
61 
103 
297 
20 
39 

5 66 
666 
65 
25 
58 
36 
135 
14 

Book 
24 

A- 1 
5-0 

Page 
172 
18 

3297 
1 

175 
127 
28 8 
83 
175 
60 
193 
69 
1 
1 

357 
105 
1 
1 

465 
1 
1 

160 
116 
86 
1 

375 
1 

449 
1 

305 
147 
I 

425 
1 

156 
1 

Page 
1 

300 
1 
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SUPPLEMENTAL INDENTURE (First) dated July 1,1946 

STATE OF FLORIDA 

County 
Alachua 
Bay 
Brevard 
Citrus 
Columbia 
Dixie 
Flagler 
Franklin 
Gadsden 
Gi lchs t  
Gulf 
Hamilton 
Hardee 
Hemando 
Highlands 
Hills boroug h 
Jackson 
Jefferson 
La fay ette 
Lake 
Leon 
Levy 
Liberty 
Madison 
Marion 
Orange 
Osceola 
Pasco 
Pinellas 
Polk 
S emino 1 e 
Sumter 
Suwanee 
Taylor 
Volusia 
Wakulla 

A-2 

Date of Recordation 
11/12/46 
10/20/47 
10/3 0/9 1 
11/12/46 
11/12/46 
11/14/44 
1013 0/9 1 
11/13/46 
11/13/46 
11/14/46 
11/13/46 
11/12/46 
11/12/46 
11/14/46 
11/12/46 
11/06/46 
11/13/46 
07/02/5 1 
11/14/46 
11/13/46 
11/13/46 
11/14/46 
1 1/13/46 
07/02/5 1 
11/12/46 
11/12/46 
11/12/46 
11/14/46 
11/06/46 
1 111 2/46 
11/13/46 
11/13/46 
11/12/46 
07/03/5 1 
11/13/46 
11/13/36 

Book 
166 
59 

3157 
17 
49 
3 

45 6 
,,P” 
A-9 

7 
10 
40 
24 
99 
55 
95 
3 99 
25 
23 
107 
55 
4 

“H” 
61 
110 
338 
20 
44 
632 
744 
74 
25 
63 
36 
158 
14 

Page 
1 
1 

3590 
362 
283 
357 
579 
80 
148 
120 
313 
37 1 
575 
20 1 
303 
375 

1 
287 
156 
209 
48 1 
133 
420 
373 

1 
379 
164 
169 
161 
51 1 
43 1 
467 
316 
145 
203 
299 

http://www.sec.gov/Archives/edgar/datd3763 7/00OO950 144050056 1 Ug94679kl exv4. htm 3 /27/2 00( 



3x-4 Page 31 of 88 

IUPPLEMENTAL INDENTURE (Second) dated November 1,1948 

lTATE OF FLORIDA 

dachua 
lay 
Irevard 
:itrus 
:olumbia 
Iixie 
’lagler 
’ranklin 
iadsden 
;i1christ 
iulf 
Iamilton 
Iardee 
Iemando 
Eighfands 
Iillsborough 
ackson 
effers on 
.afay ette 
.ake 
,eon 
&evy 
.iberty 
dadison 
Jarion 
)range 
1s c e o la 
’asco 
’inellas 
’olk 
;eminole 
hmter 
hwanee 
:aylor 
Jolusia 
Vakulla 

A-3 

Date of Recordation 
01/08/49 
01/10/49 
1013 019 1 
01/13/49 
0 1 /08/49 
0 1 / 1 0149 
10/3 019 1 
01/10/49 
0 1 / 1 0/49 
0 1 108149 
0 1 / 1 0149 
0 1 / 1 0149 
0 1/08/4 9 
0 1/08/49 
0 1 / O w 9  
0 1 / 1 3/49 
0 1 / 1 0149 
0710215 1 
0 1 / 1 0149 
01/08/49 
0 1 I1 0/49 
0 1/08/49 
0 1/08/49 
07/02/5 1 
01/11/49 
0 1 /08/49 
01/08/49 
01/08/49 
01/05/49 
0 1 /07/49 
01/06/49 
01/08/49 
01/08/49 
07/03/5 1 
01/06/49 
0 1 /1 0/49 

Book 
196 
64 

3157 
18 
55 
4 

45 6 
“Q” 

6 
13 
44 
28 
109 
61 
810 
400 
25 
25 
119 
82 
5 

“H” 
61 
122 
388 
25 
47 
716 
807 
84 
28 
69 
36 
192 
16 

A-13 

Page 
287 
395 
3607 
414 
493 
20 1 
60 1 

1 
157 
274 
74 
1 

110 
448 
398 
452 
563 
320 
210 
555 
303 
242 
587 
407 
172 
604 
104 
549 
11 

41 1 
3 89 
41 
150 
162 
167 

1 
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lUPPLEMENTAL INDENTURE (Third) dated July 1,1951 

,TATE OF FLORIDA 

ounty 
Jachua 
lay 
lrevard 
:itrUs 
lolumbia 
lixie 
‘lag 1 er 
‘ranklin 
iadsden 
iilchrist 
iulf 
Iamilton 
Iardee 
Iemando 
Iighlands 
€ills borough 
effers on 
.afay ette 
.ake 
,eon 
.ev y 
iberty 
Aadison 
Aarion 
)range 
1 s c eo la 
’asco 
’inellas 
’olk 
;eminole 
jumter 
hwanee 
raylor 
Jolusia 
Nakulla 

STATE OF GEORGIA 

Iounty 
Zook 
Zchols 

Date of Recordation 
08/0215 1 
08/0315 1 
1013 019 1 
0713 015 1 
08/02/5 1 
08/02/5 1 
1013019 1 
08/03/5 1 
08/03/5 1 
08/02/5 1 
08/03/5 1 
OW0315 1 
08/02/5 1 
0 810215 1 
08/02/5 1 
08/02/5 1 
08/03/5 1 
08/0315 1 
0713 1 I5 1 
08/02/5 1 
0810215 1 
07/25/5 1 
0810715 1 
0810215 1 
08/07/5 1 
08102f5 1 
0811 015 1 
08/02/5 1 
08/01/5 1 
08/07/5 1 
08/02/5 1 
08/02/5 1 
08/07/5 1 
0810715 1 
08103l5 1 

Date of Recordation 
0810815 1 
08/02/5 1 

Book 
234 
93 

3157 
20 
66 
5 

456 
“Q” 
A-19 

7 
16 
51 
32 
118 
69 

927 
25 
27 
139 
113 
7 
1 

62 
142 
460 
31 
56 
847 
899 
100 
32 
76 
36 

245 
17 

Book 
35 

A-3 

Page 
340 
155 

3630 
25 I 
503 
27 1 
624 
522 
27 1 
422 
59 

347 
1 

53 7 
344 
174 
359 
305 
323 
465 
21 1 
232 

1 
143 
60 

385 
1 

30 1 
539 
403 
345 
413 
182 
393 
259 

Page 
566 
52 1 

Lowndes 0810415 1 7-E 188 

A-4 
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Page 33 of 88 :x-4 

OURTH SUPPLEMENTAL INDENTURE November 1,1952 

TATE OF FLORIDA 

ounty 
Jachua 
;ay 
irevard 
:itms 
blumbia 
Iixie 
lagler 
ranklin 
;ads den 
Mchrist 
hlf 
Earnilton 
Eardee 
Iernando 
Iighlands 
Mlsborough 
e ffer s on 
.afa y ette 
,ake 
.eon 
.ev y 
iberty 
dadison 
darion 
)range 
lsceola 
'asco 
'inellas 
' O l k  
Seminole 
hunter 
hwanee 
raylor 
Jolusia 
Wakulla 

STATE OF GEORGIA 

Jounty 
2ook 
Echols 

Date of Recordation 
1213 1/52 
0 1/0 1/53 
1013 019 1 
1213 1/52 
1213 1 152 
12/31/52 
10/3 119 1 
1213 1/52 
12/3 1/52 
1213 1/52 
01/02/53 
1213 1/52 
1213 1/52 
1213 1152 
0 1/02/53 
12/29/52 
1213 1/52 
1213 1/52 
0 1 10215 3 
12/3 1/52 
1213 1/52 
0 1 /09/53 
0 1 /02/5 3 
0 1/02/5 3 
1213 1/52 
1213 1/52 
01/02/53 
12/29/5 2 
0 1 112153 
01/02/53 
1213 1/52 
01/02/53 
1213 1/52 
0 1 / 10153 
0 1 /02/5 3 

Date of Recordation 
OZ/O 1/53 
0 1 /O  1/53 

Book 
256 
104 

3 157 
22 
72 
6 

456 
R 

A-22 
9 
17 
54 
33 
125 
74 
993 
27 
28 
150 
130 
8 
1 

65 
153 
505 
36 
61 

926 
974 
111 
35 
82 
37 

278 
18 

Book 
39 

A-4 

Page 
288 
57 1 

3663 
32 1 
52 1 
135 
65 7 
477 
51 1 
124 

7 
293 
43 3 
361 
131 
545 

1 
445 
343 

1 
3 62 
462 
134 
434 
358 
145 
5 63 
561 
2 77 
41 
44 1 
27 

325 
107 
383 

Page 
95 

3 10 
Lowndes 12/3 1/52 7-0 540 

A- 5 
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:x-4 Page 34 of 88 

IFTH SUPPLEMENTAL INDENTURE November 1,1953 

TATE OF FLORIDA 

ounty 
.lachua 
,aY 
&revard 
litrus 
lolumbia 
rixie 
lagler 
ranklin 
;adsden 
iilchrist 
iulf 
[amilton 
Iardee 
Iernando 
iighlands 
Eillsborough 
efferson 
,afay ette 
,ake 
,eon 
.evy 
iberty 
dadison 
darion 
)range 
hceola 
'asco 
'inellas 
'olk 
eminol e 
hmter 
hwane e 
raylor 
Jolusia 
Nakulla 

jTATE OF GEORGIA 

:ounty 
2ook 
3chols 
Lowndes 

A-6 

Date of Recordation 
12/29/53 
0 1 /O 1/54 
10/30/9 1 
1 212815 3 
12/28/53 
12/23/53 
1 013 0/9 1 
12/28/5 3 
12/24/5 3 
12/23/53 
12/28/53 
1212 815 3 
12/23/53 
12/23/53 
12/29/53 
0 1/04/54 
1212915 3 
12/24/53 
12/23/53 
1212315 3 
12/23/53 
0 1/06/ 54 
12/26/53 
12/28/53 
12/24/53 
12/24/53 
12/23/53 
1 2/22/ 5 3 
0 1/05/54 
12/29/53 
1 2/28/5 3 
I2/2 8/53 
12/24/53 
12/24/53 
1213 Of 53 

Date of Recordation 
01/15/54 
0 1/15/54 
12/29/53 

Book 
27 1 
115 

3157 
2 
7 
6 

45 6 
1 

A-26 
9 
11 
58 
35 
130 
78 

1050 
28 
30 
160 
144 
9 
J 

67 
168 
54 1 
39 
67 

988 
1021 
118 
37 
85 
43 
3 03 
19 

Book 
39 

A-4 
7-x 

Page 
24 
505 

3690 
73 
3 

466 
684 
447 
25 1 
3 17 
229 
220 
518 
409 

1 
229 
91 
16 
189 
268 
368 
40 
381 
179 
253 
42 
1 

333 
473 
535 
466 
346 
225 
454 
380 

Page 
43 7 
418 
235 

http ://www . se~.gov/Archives/edgarldata/3 7637/OOOO95O 144O5OO56 1 Wg94679k 1 exv4 .htm 3/27/2 00 f 
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IXTH SUPPLEMENTAL INDENTURE dated July 1,1954 

TATE OF FLORIDA 

ounty 
Jachua 
;ay 
Lrevard 
b u s  
:olumbia 
Iixie 
‘lagler 
‘ r ankh  
iads den 
iilchrist 
iulf 
Iamilton 
Iardee 
lemando 
Iighlands 
Iillsborough 
efferson 
,afay ette 
.ake 
,eon 
xvy  
iberty 
dadison 
vlarion 
lrange 
3sceola 
’asco 
?inellas 
’olk 
Seminole 
Sumter 
Suwanee 
raylor 
Volusia 
Wakulla 

STATE OF GEORGIA 

Date of Recordation 
1 111 9/54 
11/22/54 
1 013 019 1 
11/19/54 
11/20/54 
11/29/54 
1013 019 1 
11/19/54 
11/20/54 
11/19/54 
11/22/54 
11/22/54 
11/19/54 
11/19/54 
11/19/54 
11/26/54 
11/19/54 
11/19/54 
11/19/54 
11/19/54 
11/19/54 
11/30/54 
1 1120154 
11/20/54 
11/23/54 
11/20/54 
11/22/54 
11/18/54 
1 1/23/54 
11/19/54 
1 1130154 
11/23/54 
11/20/54 
11123154 
11/19/54 

Book 
286 
125 

3157 
9 
17 
7 

456 
5 

A-29 
9 
19 
59 
37 
7 
82 

1116 
29 
31 
170 
159 
10 
“J” 
69 
181 
578 
42 
15 

1046 
1068 
28 
40 
89 
45 
327 
20 

Page 
129 
502 
3719 
525 
479 
299 
713 
465 
41 1 
530 
284 
425 
307 
335 
403 
164 
17 
138 
225 
209 
523 
215 
483 
5 73 
123 
216 
568 
507 
22 
374 
81 
1 

377 
538 
445 

A-7 

http://www.sec.gov/Archives/edgar/datd37637/0000950 144050056 1 Wg94679kl exv4.htm 3/27/200( 



3x-4 Page 36 of 88 

SEVENTH SUPPLEMENTAL INDENTURE dated July 1,1956 

iTATE OF FLORIDA 

:ounty 
llachua 
3ay 
3revard 
=itrUs 
Zolumbia 
Iixie 
ilagler 
ir anklin 
3adsden 
3ilchrist 
3ulf 
jamilton 
3ardee 
jemando 
3ighlands 
fills boroug h 
lefferson 
>afayette 
Lake 
Jean 

Levy 
Liberty 
Lladison 
Marion 
3range 
3sceola 
Pasco 
Pinellas 
Folk 
Seminole 
3umter 
Suwanee 
Taylor 
Volusia 
Wahlla  

Date of Recordation 
0712715 6 
07/27/56 
10/30/9 1 
07/25/56 
07/26/56 
07/30/56 
10/30/9t 
07/27/56 
07/26/56 
0713 115 6 
08/02/5 6 
07/27/56 
0713 1 15 6 
07/26/5 6 
0713 1/56 
08/06/56 
07/25/56 
07/25/56 
07/26/56 
07/25/56 
0713 015 6 
07/3 1/56 
07/26/56 
07/26/5 6 
07/2 7/5 6 
07/26/56 
08/02/5 6 
0712415 6 
08/20/56 
0712 7/5 6 
08/02/56 
07/26/56 
07/25/56 
0712615 6 
0712 515 6 

STATE OF GEORGIA 

county Date of Recordation 
Cook 0712 6/56 
Echols 07/26/56 

Book 
320 
145 

3 157 
28 
38 
9 

45 6 
16 

A-36 
11 
23 
I 1  
43 
21 
11 

1260 
30 
33 
189 
190 
14 
“J” 
74 

208 
126 
49 
51 

1168 
1180 
90 
43 
96 
52 

384 
22 

Book 
48 
5 

Page 
309 
395 
3746 
403 
279 

1 
740 
392 
100 
289 
475 
79 
1 

88 
57 1 
125 
295 
117 
613 
301 
13 

53 1 
12 

223 
165 

I 
353 
48 1 
30 
5 

523 
67 

45 1 
195 
28 1 

Page 
36 

40 1 
Lowndes 07/25/56 22 419 

A- 8 
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3x-4 

XGHTH SUPPLEMENTAL INDENTURE dated July 1,1958 

STATE OF FLORIDA 

ounty 
dachua 
lay 
lrevard 
:itrus 
:olumbia 
hxie 
:lagler 
+-ankh 
jadsden 
jilchzlst 
hlf  
Iamilton 
lardee 
lemando 
Iighlands 
lillsborough 
efferson 
,afayette 
,ake 
,eon 
,ev y 
iberty 
VI adis on 
Marion 
3range 
3 sc e ola 
Pasco 
Pinellas 
Folk 
S emino 1 e 
S u m t  er 
Suwanee 
Taylor 
Volusia 
Wakulla 

A-9 

Date of Recordation 
0712315 8 
08/05/58 
1013 019 1 
0712415 8 
07/23/58 
0712215 8 
1013 0/9 1 
0712215 8 
07/23/58 
07/22/5 8 
07/24/5 8 
0712215 8 
0712215 8 
07125158 
0712915 8 
07/29/58 
07/23/5 8 
07/23/58 
0713 1/5 8 
0712315 8 
0712215 8 
071 2 415 8 
07f 23!5 8 
0712915 8 
0712315 8 
07/23/58 
07/25/58 
071241 5 8 
07124/5 8 
07123158 
08/0 115 8 
07/23/5 8 
0712215 8 
07/23/5 8 
07/25!5 8 

Book 
20 
170 

3157 
55 
66 
I1 

456 
29 
9 
12 
29 
23 
49 
39 
50 
111 
33 
35 
56 

216 

“K’ 
78 
237 
403 
26 
96 

38 1 
165 
178 
5 

102 
4 

129 
24 

i a  

Page 
227 
295 

3785 
336 
365 
166 
779 
248 
48 
34 1 
40 
1 

45 1 
358 
5 14 
108 
19 
120 
297 
129 
63 

413 
3 10 
447 
300 
462 
455 
683 
452 
26 
66 
360 
254 
244 
375 

http://www. se~.gov/Archives/edgar/datd3 763 7/O000950 14405 005 6 1 Wg94679kl exv4.htm 3/27/200( 



5x-4 Page 38 of 88 

UNTH SUPPLEMENTAL INDENTURE dated October 1,1960 

TATE OF FLORIDA 

ounty 
Jachua 
lay 
kevard 
:itrus 
:olumbia 
)ixie 
‘lagler 
‘ranklin 
;adsden 
iilchrist 
iuif 
Iamilton 
€ardee 
lemndo 
Iighlands 
Iillsboxough 
efferson 
,a€ay ett e 
,ake 
,eon 
,evy 
iberty 
dadison 
darion 
)range 
lsceola 
’asco 
’inellas 
’Olk 
Seminole 
hmter 
3uwanee 
raylor 
Volusia 
Nakulla 

Date of Recordation 
1 1/23/60 
11/25/60 
10/30/9 1 
12/01/60 
11/17/60 
11/16/60 
10/30/9 1 
11/17/60 
11/17/60 
11/16/60 
1112 1/60 
11/18/60 
11/17/60 
1 1/16/60 
1 111 8/60 
1 1 /23/6O 
1 1/18/60 
11/16/60 
11/21/60 
11/23/60 
11/16/60 
1111 7/60 
11/22/60 
1 1/18/60 
1 1/22/60 
11/16/60 
11/21/60 
11/16/60 
11/18/60 
11/2 1/60 
11/30/60 
1 1/17/60 
1 1/18/60 
11/21/60 
11/21/60 

Book 
119 
28 

3157 
93 
105 
13 

456 
49 
29 
1 
5 

37 
60 
65 
108 
629 

8 
38 
141 
254 
23 

“M” 
11 
54 

817 
68 
158 

1036 
440 
332 
25 
111 
21 
330 
28 

Page 
158 
41 1 
3822 
370 
133 
33 1 
816 
375 
65 5 
473 
409 
17 1 
76 
688 
42 1 
675 
290 
185 
619 
479 
537 
525 
153 
420 
569 
410 
530 
239 
179 
203 
318 
282 
626 
28 1 
185 

A-10 

http://www.sec.gov/Archives/edgar/data/37637/0000950 144050056 18/g94679kl exv4.htm 3 /27/20OC 



EX-4 Page 3Y oi 88 

TENTH SUPPLEMENTAL INDENTURE dated May 1,1962 

STATE OF FLORIDA 

County 
Alachua 
Bay 
Brevard 
citrus 
Columbia 
Dixie 
Flagler 
Franklin 
Gadsden 
Gi lchs t  
Gulf 
Hamilton 
Hardee 
Hernando 
Highlands 
Hillsborough 
Jefferson 
Lafaye tte 
Lake 
Leon 

Liberty 
MaQson 
Marion 
Orange 
Osceola 
Pasco 
Pinellas 
Polk 
Seminole 
Sumter 
Suwanee 
Taylor 
Volusia 
Wakulla 

Levy 

A-1 I 

Date of Recordation 
06/07/62 
0611 5/62 
1 0/30/9 1 
06/08/ 62 
06/05/62 
06/05/62 
1013 0/9 1 
06/06/62 
06/05/62 
06/05/62 
06/06/62 
06/0 5/62 
06/05/42 
06/05/62 
06/11/62 
06 1 1/62 
06/05/62 
06/08/62 
0 610 4/6 2 
0611 1/62 
06/05/62 
06/06/62 
06/05/62 
0611 5/62 
06/06/62 
06/05/62 
0610 8/62 
0610 1/62 
061 14/62 
061 13/62 
06/ 13/62 
06/05/62 
06/05/62 
04/20/62 
0611 1/62 

Book 
188 
70 

3157 
120 
130 
15 

456 
58 
45 
7 
14 
46 
16 
82 
148 
949 
13 
39 

204 
48 
27 
0 

20 
112 
1060 
90 

202 
1438 
605 
408 
40 
116 
34 

456 
31 

Page 
123 
173 

3858 
22 1 
187 
36 

852 
333 
493 
26 1 
147 
407 
449 
32 6 
617 
73 8 
606 
385 

1 
49 
574 
214 
76 

412 
464 
389 
457 
57 1 
696 
102 
85 
273 
330 
46 

349 

http ://www. se~.gov/Archivesledgar/data/3 7637/0000950 14405 0056 1 Wg94679k 1 exv4.htm 3/27/200( 



EX-4 Page 40 of 88 

ELEVENTH SUPPLEMENTAL INDENTURE dated April 1,1965 

STATE OF FLORIDA 

County 
A lac hua 
Bay 
Brevaxd 
Citrus 
Columbia 
Dixie 
Flagler 
Franklin 
Gadsden 
Gilchnst 
Gulf 
Hamilton 
Hardee 
Hernando 
Highlands 
Hillsborough 
Jefferson 
Lafay ette 
Lake 
Leon 
Levy 
Liberty 
Madison 
Marion 
Orange 
Osceola 
Pasco 
Pinellas 
Polk 
Seminole 
Sumter 
Suwanee 
Taylor 
Volusia 
Wakulla 

A-12 

Date of Recordation 
0512 1/65 
05/28/65 
1 0/3 019 1 
05/13/65 
05/17/65 
0511 3/65 
1 0/3 019 1 
0511 9/65 
0511 8/65 
0511 3/65 
0511 8/65 
05/13/45 
05/13/65 
05/13/65 
05/2 1/65 
0 51 1 2/65 
051 1416 5 
0511 3/65 
0 5/ 1 9/45 
0512 1/65 
0512 1/65 
05/14/65 
05/14/65 
05/24/65 
05/25/65 
051 1 8/65 
0511 3/65 
0511 2/65 
05/17/65 
05/19/65 
05/14/65 
05/17/65 
0511 7/65 
0511 9/65 
05-11 7/65 

Book 
3 24 
158 

3157 
179 
184 
6 

456 
72 
73 
17 
24 
63 
47 
112 
23 2 
1448 
23 
1 

287 
178 
34 
6 

34 
228 
1445 
132 
29 1 

2154 
929 
535 
68 
24 
56 

708 
8 

Page 
610 
23 1 
3894 
485 
3 14 
485 
88 8 
497 
410 
11  

717 
327 
377 
236 
42 1 
57 
198 
687 
74 
48 
5 19 

1 
399 
528 
83 0 
351 
437 
77 
37 1 
24 1 
83 
673 
129 
53 1 

6 
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:WELFTH SUPPLEMENTAL INDENTURE dated November 1,1965 

;TATE OF FLORIDA 

hunty 
ilachua 
3aY 
3sevard 
Zitrus 
>olumbia 
Xxie 
7 lag 1 er 
Tranklin 
Sadsden 
jilchnst 
h l f  
lamilton 
lardee 
lernando 
lighlands 
3illsborough 
refferson 
,afayette 
Lake 
,eon 
,ev y 
Liberty 
Madison 
Marion 
3range 
3sceola 
Pasco 
Pinellas 
Folk 
Seminole 
Sumter 
Suwanee 
Taylor 
Volusia 
Wakulla 

Date of Recordation 
12110165 
12120165 
1013 019 1 
1 212216 5 
121 1 O h 5  
121 10165 
1013 019 1 
1211 3/65 
121 1 0/65 
1211 0165 
1 21 1 0165 
121 10165 
12/10/65 
1211 3/65 
Z 212016 5 
121 1 7/65 
121 10165 
12/10/65 
12120165 
1212 0165 
12/20/65 
12110165 
1211 1/65 
12/27/65 
121 1 0165 
12/10165 
12113165 
12/09/65 
12120165 
12/22/65 
1 21 1 4/65 
1 21 14/65 
1 211 016 5 
121 10165 
12120165 

Book 
355 
174 

3 157 
192 
194 
9 

45 6 
76 
78 
19 
26 
66 
53 
118 
248 
1548 
24 
2 

301 
205 
36 
6 

36 
254 
1499 
140 
3 12 

2283 
984 
559 
73 
30 
59 

755 
9 

Page 
229 
619 
393 1 
309 
338 
42 

925 
249 
606 
447 
692 
303 
426 
44 1 
20 
603 
595 
67 1 
528 
170 
184 
477 
806 
153 
785 
445 
19 
186 
64 1 
59 1 
283 
218 
361 
174 
390 

A-13 
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'HIRTEENTH SUPPLEMENTAL INDENTURE dated August 1,1967 

lTATE OF FLORIDA 

lounty 
ilachua 
iaY 
irevard 
:itrus 
:oImbia 
Iixie 
lagler 
kanklin 
;adsden 
3ilckrist 
;ulf 
Iamilton 
Iardee 
Iernando 
lighlands 
lillsborough 
efferson 
,afay ette 
,ake 
,eon 
2ev y 
iberty 
vladison 
viarion 
)range 
Isceola 
'asco 
'inellas 
?olk 
Seminole 
Sumter 
hwanee 
I'aylor 
Volusia 
Wakulla 

Date of Recordation 
08/22/67 
0 8/2 816 7 
1 013 019 1 
08/28/67 
08/22/67 
08/22/67 
10/3 019 1 
08/23/67 
08/23/67 
08/22/67 
08/22/67 
08/23/67 
08/22/67 
08/28/67 
08/30/67 
0812 8/67 
08/23/67 
0 8/ 22/67 
08/25/67 
08/30/67 
0 812 8/67 
0 8 123167 
08/23/67 
09/0 1/67 
08/24/67 
08/22/67 
08/28/67 
0812 1/67 
09/06/67 
08/3 1/67 
09/06/67 
08/23/67 
08/24/67 
08/24/67 
0813 1/67 

Book 
458 
223 
3157 
218 
225 
15 

456 
83 
96 
25 
33 
76 
71 
137 
288 
1795 
30 
5 

342 
280 
41 
10 
44 
324 
1660 
164 
370 

2659 
1108 
628 
87 
47 
67 

964 
14 

Page 
347 
457 
3964 
'75 6 
304 
3 67 
962 
556 
29 
13 I 
61 8 
465 
366 
646 
585 
63 5 
662 
694 
196 
594 
262 
90 
606 
444 
42 1 
335 
728 
498 
900 
506 
602 
228 
782 
254 
755 

A-14 

http: //we se~.gov/Archives/edgar/data/3 7 63 7/000095 0 1 4405 005 6 I Wg94679k 1 exv4.1itm 3/27/200( 



SX-4 Page 43 of 88 

TOURTEENTH SUPPLEMENTAL INDENTURE dated November 1,1968 

STATE OF FLORIDA 

Zounty 
Plachua 
3ay 
3revard 
&-us 
Zolumbia 
lixie 
Tlagler 
iranklin 
Sadsden 
3ilchrist 
&If 
3amilton 
3ardee 
3 ernan do 
3ighlands 
Xillsborough 
lefferson 
Lafay ette 
Lake 
Leon 
Levy 
Liberty 
Madison 
llarion 
3range 
3sceola 
Pasco 
Pinellas 
Polk 
Seminole 
Sumter 
Suwanee 
Taylor 
Volusia 
W akulla 

A-15 

Date of Recordation 
1 210 6/6 8 
12/18/68 
1013 019 1 
12/09/68 
1 210 9/6 8 
12/09/68 
1013 019 1 
12/06/68 
12/12/68 
12/06/68 
12/09/68 
12/06/6 8 
1 2/O6/6 8 
12/09/68 
12/11/68 
121 1 9/ 68 
12/09/68 
12/06/68 
12/06/68 
121 1 9/68 
12/09/68 
12/09/68 
12/09/68 
12/20/68 
12/06/68 
12/06/68 
12/06/68 
12/06/68 
12/10/68 
12/ 1 8/68 
0 1/02/69 
12/O6/68 
12/09/68 
12/09/68 
121 19/68 

Book 
543 
262 
3157 
239 
242 
20 
456 
88 
110 
29 
38 
82 
83 
164 
3 19 
1977 
35 
9 

37 1 
342 
44 
12 
49 
375 
1785 
183 
423 
2964 
1193 
695 
98 
60 
73 

1060 
18 

Page 
198 
487 
3984 
487 
397 
109 
983 
538 
7 

28 1 
359 
245 
22 1 
395 
390 
890 
32 
170 
43 8 
572 
215 
41 
627 
12 

837 
688 
607 
5 80 
854 
63 8 
509 
50 

494 
466 
593 

http://wcvw.sec.gov/Archives/edgar/data/3 743 7/00OO95 0 1 44050056 1 8/994679k 1 exv4 .htm 3/27/200( 



:x-4 Page 44 of 88 

qFTEENTH SUPPLEMENTAL INDENTURE dated August 1,1969 

;TATE OF FLORIDA 

ilachua 
5aY 
hevard 
:itrUs 
:o lumbia 
Iixie 
'lagler 
kanklin 
3adsden 
iilchnst 
2ulf 
Iamilton 
Iardee 
Iernando 
Iighlands 
Iillsborough 
efferson 
,afay ette 
,ake 
,eon 
,ev y 
,iberty 
dadsson 
vlarion 
)range 
lsceola 
'asco 
'inellas 
'elk 
Seminole 
jumter 
juwanee 
ray lor 
v'olusia 
Wakulla 

A-16 

Date of Recordation 
08/26/69 
09/03/69 
1013 019 1 
08/26/69 
09/05/69 
08/26/69 
1013 019 1 
0 8 12 616 9 
08/2 6/69 
09/04/69 
0 8 12 6/6 9 
0 8/26/69 
08/26/69 
09/03/69 
09/05/69 
09/03/6 9 
08/26/69 
08/26/69 
0911 1/69 
09/05/69 
08/26/69 
08/29/69 
08/26/69 
09/08/69 
03/27/69 
09/03/69 
0 812 6/69 
08/26/69 
09/04/69 
09/05/69 
09/0 5/69 
0812 6/69 
0 8 1'2 6/6 9 
08/26/69 
09/05/69 

Book 
592 
283 
3157 
25 1 
25 1 
21 
45 6 
92 
116 
31 
41 
85 
91 
19 1 
339 
2073 

37 
12 

389 
3 77 

6 
12 
52 

399 
1867 
192 
459 
3 149 
1241 
740 
104 
66 
77 

1123 
21 

Page 
206 
5 13 

4002 
437 
586 
705 
1001 
363 
723 
53 9 
23 

292 
19 

745 
90 
501 
193 
23 5 
148 

348 
680 
263 
668 
156 
726 
315 
13 1 
97 I 
500 
504 
489 
44 
577 
23 1 

548 

http ://www. se~.gov/Archives/edgar/data/3 763 7/000095 0 14405 005 6 1 8/g94679k 1 exv4. htm 3/27/200f 



EX-4 Page 45 of 8E 

SIXTEENTH SUPPLEMENTAL INDENTURE dated February 1,1970 

STATE OF FL,OlUDA 

County 
Alachua 

Brevard 
citrus 
Columbia 
Dixie 
Flagler 
Franklin 
Gadsden 
Gilchnst 
Gulf 
Hamilton 
Hardee 
Hemando 
Highlands 
Hillsborough 
Jefferson 
Lafay ette 
Lake 
Leon 
Levy 
Liberty 
Madison 
Marion 
Orange 
Osceola 
Pasco 
Pinellas 
Polk 
Seminole 
Sumter 
Suwanee 
Taylor 
Volusia 
Wakulla 

Bay 

A-17 

Date of Recordation 
03/13170 
03 123170 
1 013 019 1 
03/16/70 
03113170 
0311 3/70 
1013 0/9 1 
03113170 
03/ 1 317 0 
03/20/70 
03/16/70 
03 I 1 4/70 
03/ 1 6/70 
03/20/70 
03/20/70 
03120/70 
0311 3/70 
0311 6/70 
03/ 13/70 
04/02/70 
03 /20/70 
0311 3/70 
0311 3170 
03/20/70 
03/20/70 
0311 3/70 
0311 3/70 
03/23/70 
03/2 717 0 
03120170 
03/27/70 
03/ 13/70 
03/ 1 6/70 
0311 3170 
03/24/70 

Book 
625 
298 
3157 
26 1 
257 
23 
45 6 
94 
121 
33 
43 
87 
97 
212 
352 

2146 
38 
74 

400 
406 
11 
13 
54 

419 
f 927 
199 
487 
3294 
1278 
77 1 
109 
71 
79 

1183 
23 

Page 
297 
539 

4019 
729 
622 
107 
1019 
507 
57 1 
449 
244 
29 1 
225 
53 6 
25 
824 
643 
42 
545 
203 
150 
494 
152 
113 
853 
282 
207 
5 82 
4 

384 
1 

61 
2 82 
353 
36 

http://www.sec.gov/Archives/edgar/data/3763 7/OOOO95 0 14405 005 6 1 Wg94679kl exv4.htm 3/2 7/200 



{X-4 Page 46 of 8E 

;EVENTEENTH SUPPLEMENTAL INDENTURE dated November 1,1970 

TATE OF FLORIDA 

ilachua 

3aY 
kevard 
Mus 
Jolumbia 

lixie 
‘lagler 
‘ranklin 

?adsden 
Liilchrist 
3ulf 
lamilton 

3ardee 

3emando 

lighlands 
lillsboroug h 
leffer s on 
Lafayette 
2ake 
,eon 
,evy 
Liberty 
Madison 
Marion 
3range 
3sceola 
Pasco 
Pinellas 
Polk 
3 emino le 
Sumter 
3uwanee 
Taylor 
Volus ia 
Wakulla 

A-18 

Date of Recordation 
121 1 5/70 
0 1/08/7 1 
01/11/71 
1 0/3 0/9 1 
0 110717 1 
12/16/70 
0 1 /07/7 1 
0 110717 1 
10/30/9 1 
121 1 5/70 
0 I/ 1 817 1 
01/07/7 1 
0 1/13/7 1 
1211 6/70 
1 2/ 1 6/70 
0 1/08/7 1 
121 16/70 
0 1/07/7 1 
12/16/70 
0 1 I1 3/7 1 
01/11/71 
0111 1/71 
12/16/70 
0 1/06/7 1 
01/ 1217 1 
0 1 / 1 4/7 1 
0111 1/71 
121 1 6/70 
01/07/71 
0111 1/71 
0111 1/71 
0 1 /29/7 1 
01/08/71 
0 1/ 1 417 1 
0 1/ 1417 1 
0111 1/71 
0111 1/71 
12/17/70 
12/17/70 
01/11/71 
01/12/71 

Book 
67 8 
682 
32 1 

3157 
277 
266 
266 
25 

456 
98 
98 
128 
36 
46 
90 
90 
106 
107 
246 
252 
372 

226 1 
41 
16 

42 1 
449 
18 
14 
56 

449 
202 1 
212 
524 

3467 
133 1 
819 
115 
77 
83 

1257 
26 

Page 
70 

405B 
5 65 

4030 
324 
25 
35 1 
246 
1030 
171 
472 
705 

5 
132 
20 1 
325 
109 
15 

299 
715 
79 
308 
467 
144 
742 
244 
65 
535 
91 1 
33 
24 
353 
86 

449 
880 
223 
308 
82 
53 
142 
175 

http : //www. sec. gov/Archives/edgaridata/3 7 6 3 7/0O009 5 0 1 4405 0 0 5 6 1 8/g946 7 9 k 1 exv4. htm 3 /27/200 t 



EX-4 Page 47 of 8E 

EIGHTEENTH SUPPLEMENTAL INDENTURE dated October 1,1971 

STATE OF FLORIDA 

County 
Alachua 

Brevard 
Citrus 
Columbia 
Dixie 
Flagler 
Franklin 
Gadsden 
Gilchrist 
Gulf 
Hamilton 
Hardee 
Hernando 
Highlands 
Hillsborough 
Jefferson 
La fa yette 
Lake 
Leon 
Levy 
Liberty 
Madison 
Marion 
Orange 
Osceola 
Pasco 
Pinellas 
Polk 
Seminole 
Sumter 
Suwanee 
Taylor 
Volusia 
Wakulla 

Bay 

A-19 

Date of Recordation 
114 7/7 1 
11/09/7 1 
10/30/9 1 
1 1/16/7 1 
11/15/71 
1 1/09/7 1 
10/3 0/9 1 
11/09/7 1 
1 1/10/7 1 
11/16/7 1 
11/11/7 1 
1 1/09/7 1 
1 1/09/7 1 
1 1/17/7 1 
11/16/71 
1 1 / 17/7 1 
11/11/71 
11/09/7 1 
11/16/7 1 
11/12/7 1 
11/16/71 
11/10i71 
11/11/71 
11/16/71 
11/18/71 
11/10/7 1 
11/12/7 1 
11/09/7 1 
11/16/71 
11/16/71 
1 1 /09/7 1 
12/12/71 
1 1 /09/7 1 
1 1 /09/7 1 
11/16/71 

Book 
75 5 
35 1 
3157 
296 
27 8 
31 

456 
103 
138 
39 
49 
93 
119 
280 
393 

2393 
45 
19 

447 
496 
26 
16 
61 

4%7 
2144 
229 
5 69 

3659 
1400 
892 
123 
86 
87 

1352 
30 

Page 
116 
33 

4062 
490 
597 
23 

1062 
278 
3 60 
92 
107 
538 
63 
1 

578 
263 
135 
91 

190 
748 
108 
220 
23 9 
179 
3 60 
344 
63 0 

1 
460 
45 7 
28 
706 
118 
21 8 

a34 

http : //www. s ec . gov/Arc hivededg addat a/3 7 6 3 7/0 000 9 5 0 1 440 5 0 0 5 6 1 8/g9 46 7 9 k 1 exv4. htm 3 /2 7/2001 



Yage 48 01 815 3x-4 

UNETEENTH SUPPLEMENTAL INDENTURE dated June 1,1971 

;TATE OF FLORIDA 

hunty Date of Recordation 
llachua 0713 2/72 

3revard 
X U S  
Zolumbia 
1 ixie 
;lagler 
iranklin 
3adsden 
3ilchrist 
Sulf 
3amilton 
lardee 
3emando 
3ighlands 
Tillsborough 
lefferson 
Lafay ette 
Lake 
Leon 
Levy 
Liberty 
.Cladson 
Marion 
Orange 
Osceola 
Pasco 
Pinellas 
Polk 
Seminole 
Sumter 
Suwanee 
Taylor 
Volusia 
Wakulla 

0713 1/72 
1013 019 1 
0810 1/72 
0713 1 /72 
0713 1 /72 
1 013 0/9 1 
07/3 3/72 
0713 1/72 
07/3 1/72 
0713 1/72 
0713 1/72 
0713 1/72 
07/3 1/72 
0713 1 172 
07/3 1/72 
0713 1/72 
08/04/72 
08/02/72 
08/02/72 
08 /02/72 
08/03/72 
08/03/72 
08/02/72 
0 8/03/72 
08/02/72 
08/03/72 
0 810217 2 
08/02/72 
0 810 3/72 
0 ai0217 2 
08/02/72 
08/03/ 72 
08/02/72 
08/03/72 

Book 
797 
378 
3157 
3 14 
290 
35 

456 
107 
147 
41 
51 
96 
130 
295 
409 
2518 

48 
22 

474 
537 
35 
17 
65 
52 1 

2259 
245 
619 

3846 
1467 
948 
131 
93 
92 

1456 
33 

Page 
81 

483 
4079 
557 
418 
44 

1079 
442 
296 
148 
37 1 
573 
35 
702 
578 
15 

3 89 
70 
134 
763 

5 
319 
120 
427 
950 
626 
487 
454 
276 
1035 
348 
785 
198 
420 
147 

A-20 

http:/’/www sec. gov/Archives/edgar/data/3 763 7/OOOO950 144050~156 1 8/g94679k 1 exv4.htm 3 /2 7/2O01 



3x-4 Page 49 of 88 

‘WENTIETH SUPPLEMENTGL INDENTURE dated November 1,1972 

ITATE OF FLORIDA 

ilachua 
iaY 
hevard 
;itrUs 
Iolumbia 
Iixie 
Yagler 
kanklin 
?ads den 
3ilchrist 
julf 
3amikon 
jardee 
lerdando 
jighlands 
lillsboroug h 
‘efferson 
,a fay ette 
>ake 
,eon 
,ev y 
>iberty 
vladison 
VIarion 
]range 
3sceola 
Tasco 
Pine llas 
Polk 
3eminole 
3umter 
Suwanee 
Taylor 
Volusia 
Wakulla 

A-2 1 

Date of Recordation 
01/22/73 
0 112217 3 
10/30/91 

01122173d 
0 1/22/73 
0 1/22/73 
1 013 019 1 
0 1/22/73 
0 1 /22/7 3 
010273 
0 112 2/73 
0 112217 3 
0 1/22/73 
0 1 / 22/73 
0 1/22/73 
0 1/22/73 
0 1/23/73 
01/22/73 
01/22/73 
01/25/73 
0 1/22/73 
0 1/23/73 
01/23/73 
01/22/73 
0 1 /22/73 
0 1/24/73 
0 1/22/73 
0 1/23/73 
0 I /24/73 
0 1/22/73 
0 1/22/73 
0 1 122173 
0 112217 3 
0 1 /22/7 3 
01/26/73 

Book 
818 
400 

3 157 
328 
298 
38 

45 6 
110 
154 
42 
52 
99 
138 
306 
422 
2612 
50 
23 

492 
567 
40 
18 
67 

54 6 
2345 
256 
654 
3980 
1514 
136 
136 
98 
95 

1533 
35 

Page 
709 
226 

4096 
152 
244 
92 

1096 
446 
117 
685 
8 13 
270 
88 

325 
5 

659 
632 
33 8 
696 
23 8 
755 
51 

413 
125 
569 
564 
28 1 
788 
854 
696 
696 
583 
99 
327 
266 

ht.tp://~.sec.gov/AP-chives/edg~r/da~~37637/0000950144050056 1 Wg94679kl exv4.htm 3/27/200( 



3x-4 Page 5U 01 88 

rWENTY-FIRST SUPPLEMENTAL INDENTURE dated June 1,1973 

STATE OF FLORTDA 

Date of Recordation 
ilachua 
3aY 
3revard 
2itrUS 
Zolumbia 
Dixie 
?lagler 
" k l i n  
3adsden 
3ilchris t 
3ulf 
Samilton 
ilardee 
Kerdando 
Highlands 
Hills borough 
Jefferson 
Lafay ette 
Lake 
Leon 
Levy 
Liberty 
Madis on 
Marion 
Orange 
Osceola 
Pasco 
Pinellas 
Polk 
Seminole 
Sumter 
Suwanee 
Taylor 
Volusia 
Wakulla 

08/30/73 
08/30/73 
10/3 019 1 
0813 1/73 
08 13 0/73 
08/30/73 
1 013 0/9 1 
0813 1/73 
0813 1/73 
0813 1/73 
09/04/73 
09/04/73 
0813 1/73 
OW3 1/73 
0813 1/73 
0813 1/73 
0813 1/73 
09/07/73 
0813 1/73 
09/06/73 
09/05/73 
0813 1/73 
0813 1/73 
09/04/73 
09/07/73 
0910 6/73 
09/04/73 
08/3 1/73 
08/3 1/73 
09/04/73 
08/3 1173 
09/04/73 
0813 1/73 
08/3 1/73 
0813 1/73 

Book 
850 
43 1 
3 157 
349 
3 09 
41 

456 
115 
164 
45 
54 
104 
149 
321 
442 
2740 
54 
26 
520 
609 
50 
19 
71 
585 
2448 
272 
707 
4073 
1550 
993 
144 
106 
99 

1647 
38 

Page 
668 
40 1 

4126 
609 
245 
473 
1126 
120 
90 

387 
736 
250 
295 
479 
96 1 
278 
591 
73 
70 
543 
74 I. 
111 
22 

49 1 
1009 
204 
613 
767 
1341 
0048 
265 
192 
444 
440 
45 8 

A-22 

http://www . sec.govlArchivesledgarldatd3 7637/0O0095 01 4405 0056 1 8/994679k 1 exv4.htm 3/27/2001 



ZX-4 Page 5 1 oi- 88 

TWENTY-SECOND SUPPLEMENTAL INDENTURE dated December 1,1973 

iTATE OF FLORIDA 

:ounty 
ilachua 
3aY 
3revard 
Zitrus 
2olumbia 
Xxie 
ilagler 
7ranklin 
iads den 
3lcbnst 
3ulf 
lamilton 
3ardee 
I erdando 
lighlands 
lillsborough 
.effers on 
,afay ette 
>ake 
,eon 
,evy 
iberty 
vladis on 
vIarion 
]range 
Ssceola 
'asco 
'inellas 
?Ok 
Seminole 
3umter 
juwanee 
faylor 
Volusia 
Walculla 

Date of Recordation 
02/28/74 
02/28/74 
1 013 019 1 
0311 8/74 
03/01/74 
0212 8/74 
10/30/9 1 
0310 1/74 
03/01/74 
0212 8/74 
03/01/74 
0310 1/74 
02/28/74 
0212 8/74 
0212 8/74 
02/28/74 
03 10 1 I74 
03/0 1/74 
03/04/74 
0310 1 I74 
02/28/74 
0310 1 174 
0310 1/74 
02/28/74 
02/28/74 
03/01/74 
03/01/74 
02/28/74 
02/28/74 
03/04/74 
03/0 1/74 
03/04/74 
03/04/74 
03/04/74 
03 /O 5/74 

Book 
876 
457 

3157 
365 
3 19 
44 

45 6 
119 
171 
48 
56 
109 
158 
333 
458 

2842 
58 
28 
540 
63 8 
57 
20 
73 
617 

25 04 
284 
73 9 

4141 
1578 
1010 
150 
111 
102 
1712 
40 

Page 
74 
572 

4155 
200 
179 
149 
1155 
14 

264 
25 

427 
39 
140 
455 
394 
642 

5 
34 
77 
672 
769 
54 

545 
19 

1707 
344 
1340 
1397 
1983 
1601 
278 
766 
694 
645 
626 

A-23 

http ://www.sec .gov/Archivesledgar/data/3 763 7/000095 0 I4405 0056 1 Wg94679kl exv4.htm 3 /2 7/2 00 t 



5x4 Page 52 of88 

'WENTY-THIRD SUPPLEMENTAL INDENTURE dated October 1,1976 

ITATE OF FLORIDA 

'ounty 
dachua 
lay 
kevard 
2itrus 
:olumbia 
Iixie 
'lagler 
kanklin 
jadsden 
jilchnst 
h l f  
Iamilton 
Iardee 
3erdando 
lig hl an ds 
lillsborough 
'efferson 
,afay ette 
,ake 
,eon 
Levy 
3berty 
vIadison 
Marion 
3range 
3sceola 
Pasco 
Pinellas 
Polk 
Seminole 
Sumter 
Suwanee 
Taylor 
Volusia 
W alculla 

A-24 

Date of Recordation 
11/29/76 
11/29/76 
1013 019 1 
12/08/76 
1210317 6 
11/29/76 
10/30/9 1 
11/29/76 
12/06/76 
I1/30/76 
11/30/76 
11/30/76 
11/29/76 
2/03/76 
1 129176 
1/29/76 
1/29/76 
1/29/76 
2/06/7 6 

11/30/76 
1 1/29/76 
11/29/76 
1 2/06/7 6 
1 210 817 6 
1210 6/ 7 6 
11130176 
12/03/76 
12/03/76 
11/29/76 
12/06/76 

1130176 
1 /29/7 6 
113 0176 
210 617 6 
2/07/76 

Book 
1035 
600 
3157 
448 
370 
56 

456 
136 
21 9 
62 
68 
131 
212 
397 
535 
3181 
75 
36 
620 
823 
98 
25 
89 

779 
2745 
345 
867 

4484 
1720 
1105 
181 
146 
123 

1872 
53 

Page 
716 
687 

4184 
668 
898 
160 
1184 
420 
533 
464 
753 
855 
10 

623 
95 1 
128 1 
198 
422 
66 

723 
32 
104 
124 
25 8 
889 
524 
1165 
1651 
2000 
1137 
97 
43 7 
111 

1438 
83 7 

http ://www .sec. gov/Archives/edgar/data/3 7637/000O950 I 44050056 1 81994679k 1 exv4.htm 3 /2 7/2 00 



EX-4 Page 53 of88 

TWENTY-FOURTH SUPPLEMENTAL INDENTURE dated April 1,1979 

STATE OF FLORIDA 

Alachua 
Bay 
Brevard 
Citrus 
Columbia 
Dixie 
Flagler 
Franklin 
Gadsden 
Gilchrist 
Gulf 
Hamilton 
Hardee 
Herdando 
Highlands 
Hillsborough 
Jefferson 
Lafay ette 
Lake 
Leon 
Levy 
Liberty 
Madison 
Marion 
Orange 
Osceola 
Pasco 
Pinellas 
Polk 
Seminole 
Sumter 
Suwanee 
Taylor 
Volusia 
Wakulla 

A-25 

Date of Recordation 
0611 1/79 
061 12/79 
1013 019 1 
061 12/79 
06/14/79 
061 12/79 
1 013 Oi9 1 
06/13/79 
061 13/79 
06/12/79 
06/14/79 
06/12/79 
061 1217 9 
0611 2/79 
0611 3/79 
061 12/79 
061 13/79 
061 13/79 
061 12/79 
0611 5/79 
061 12/79 
061 1 3/79 
06/13/79 
061 1 3/79 
06/13/79 
06/12/79 
06/14/79 
0611 2/79 
06/12/79 
OW1 2/79 
0611 2/79 
06/12/79 
0611 3/79 
06/12/79 
06/13/79 

Book 
1212 
734 
3157 
538 
429 
68 

45 6 
159 
259 
77 
78 
142 
245 
443 
620 
3523 
93 
44 
678 
93 1 
14 1 
30 
108 
976 

3018 
43 8 
1013 
4867 
1881 
1228 
216 
184 
145 

2082 
69 

Page 
95 6 
343 
4212 
1687 
139 
122 
1212 
186 
3 96 
260 
174 
859 
558 
17 
77 

1162 
685 
496 
266 
5 26 
163 
3 94 
655 
45 1 
8 12 
115 
126 
29 1 

2012 
606 
642 
5 14 
686 
1430 
884 

h t tp : / /~ . sec .gov/Arc l i~ves /edgar /da t~37~37/00~~950~44050~56 1 Wg94679kl exv4,htm 3 /2 7/2 OOt 



EX-4 Page 54 01 88 

TWNTY-FIFTH SUPPLEMENTAL INDENTURE dated April I, 1980 

STATE OF FLORIDA 

Alachua 
Bay 
Brevard 
Citrus 
Columbia 
Dixie 
Flagler 
Franklin 
Gadsden 
Gilchnst 
Gulf 
Hamilton 
Kardee 
Herdando 
Kighlands 
Hillsborough 
Jefferson 
Lafay ette 
Lake 
Leon 
Levy 
Liberty 
Madison 
Marion 
Orange 
Qsceola 
Pasco 
Pinellas 
Polk 
Seminole 
Sumter 
Suwanee 
Taylor 
Volusia 
Wakulla 

Date of Recordation 
07/25/80 
0712 5 18 0 
1 013 019 1 
07/2 818 0 
07/24/80 
07/24/80 
10/30/9 1 
07/28/80 
07/25/80 
07/24/8 0 
07/28/80 
07/25/80 
07/25/80 
07/24/80 
07/29/80 
07/24/80 
07/25/80 
07/24/80 
07/24/80 
07/25/80 
07/25/80 
0712 5/8 0 
07/28/80 
07/28/80 
0712 518 0 
07/30/80 
07/25/80 
06/24/80 
0712 518 0 
07/2 8/80 
07/25/80 
07/29/80 
0712 818 0 
07/25/80 
07/28/80 

Book 
1290 
794 
3157 
560 
45 1 
73 

456 
169 
275 
84 
82 
148 
257 
465 
658 

3684 
101 
47 
705 
966 
141 
32 
117 
1027 
3 127 
489 
1077 
5038 
1956 
1288 
233 
200 
156 

2185 
76 

Page 
319 
596 

4238 
2030 
126 
220 
1238 
589 
649 
55 1 
290 
774 
823 
44 1 
523 
41 1 
3 87 
586 
977 
426 
478 
98 1 
572 
1141 
1401 
198 
1362 
2013 
1808 
1105 
598 
618 
740 
587 
879 

A-26 

3 /2 7/2006 



EX-4 Page 5 5  oi 88 

rWENTY-SIXTH SUPPLEMENTAL INDENTURE dated November 1,1980 

STATE OF FLORIDA 

Zounty 
4lachua 
3ay 
3revard 
2itru.s 
Clolumbia 
Dixie 
Flagler 
Franklin 
3adsden 
Si1 Christ 
3ulf 
Hamilton 
Hardee 
Kerdando 
Highlands 
Hills bor ou g h 
Jefferson 
La fay ette 
Lake 
Leon 
Levy 
Liberty 
Madison 
Marion 
Orange 
Osceola 
Pasco 
Pinellas 
Polk 
Seminole 
Sumter 
Suwanee 
Taylor 
Volus ia 
Wakulla 

A-27 

Date of Recordation 
01/27/8€ 
0 1 /26/8 1 
1 013 019 1 
01/28/8 1 
0 1/27/8 1 
01/23/81 
1013 019 1 
0 1/27/8 1 
01/26/81 
01/23/81 
01/26/81 
0 1/26/8 1 
01/27/81 
01/26/81 
01/26/81 
01/26/81 
0 1 /26/8 1 
0 1 /27/8 1 
0 1 /27/8 1 
0 1 /3 0/8 1 
0 1 /26/8 1 
01/26/81 
01/27/81 
01/26/81 
0 112618 1 
0 1 /28/8 I 
0 112618 1 
1213 1 /80 
0 1 /27/8 1 
0 1/27/8 1 
0 1 /26/8 1 
0 1 /27/8 1 
01/26/81 
0 1 /2 6/8 1 
0 1 /26/8 1 

Book 
1326 
823 

3157 
570 
46 1 
75 

456 
174 
282 
87 
84 
15 1 
264 
476 
676 
3760 
104 
49 

717 
983 
169 
33 
121 

1051 
3167 
512 
1108 
5128 
1994 
13 17 
24 1 
209 
161 

2236 
79 

Page 
527 
570 

4267 
1391 
43 5 
785 
1267 
320 
356 
484 
307 
44 
214 
916 
12 

1223 
65 8 
175 

2439 
1982 
716 
875 
535 
47 

2388 
78 

1247 
1781 
43 6 
77 5 
21 1 
696 
46 1 
1396 
83 7 

http ://www. sec.gov/Archives/edgar/data/37637/0000950 I4405 005 6 1 8/g94679kl exv4.htm 3 /2 7/20 O( 
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TWENTY-SEVENTH SUPPLEMENTAL INDENTURE dated November 15,1980 

STATE OF FLORIDA 

Younty 
ilachua 

3revard 
2itrus 
Zolumbia 
Xxie 
Tlagler 
+ a n k h  
>adsden 
3 i l c h s t  
3ulf 
-lamilton 
lardee 
3erdando 
3ighlands 
Mlsborough 
refferson 
,afayette 
,ake 
,eon 
,ev y 
Liberty 
Machon 
Marion 
3range 
3sceola 
Pasco 
Pinellas 
Polk 
Seminole 
3umter 
Suwanee 
Taylor 
Volusia 
Wakulla 

3ay 

A-28 

Date of Recordation 
0211 018 1 
021 1 018 1 
1 013 019 1 
021 1318 1 
02/09/8 1 
02/09/8 1 
1013 0/9 1 
0211118 1 
0211 1/8 1 
0211 318 1 
021 17/8 1 
0211 1/8 1 
02/11/81 
021 1018 1 
0211 118 1 
021 1018 1 
021 1218 1 
02/10/81 
02/10/81 
02/ 1 8/8 1 
021'1 218 1 
0211 21s 1 
0211 118 1 
0211 018 1 
0211 118 1 
02/13/8 1 
02/10/8 1 
021 1 018 1 
024 118 1 
0211 1/8 1 
021 1 118 1 
0211 1/8 1 
0211 118 I 
021 1018 1 
021 I 118 1 

Book 
1328 
82 5 

3157 
57 1 
462 
76 

45 6 
174 
283 
88 
84 
15 1 
264 
477 
677 
3766 
105 
49 
718 
985 
170 
34 
122 
1052 
3171 
5 14 
1111 
5 147 
1997 
1329 
24 1 
210 
161 

224 1 
80 

Page 
880 
667 

4295 
1236 
275 
147 

1295 
590 
105 
100 
561 
25 6 
618 
904 
519 
35 

318 
299 
2428 
1655 
567 
94 
47 

1660 
I797 
336 
307 
95 1 
527 
1660 
746 
652 
793 
333 
188 

http://www.~ec.gov/Archivesledgar/data/3 763 7/0UO095 0 14405 005 6 1 8/994679k 1 exv4 .htm 3/27/200I 
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TWENTY-EIGHTH SUPPLEMENTAL INDENTURE dated May 1,1981 

STATE OF FLORIDA 

Alachua 

Brevard 
Citrus 
Columbia 
Dixie 
Flagler 
Franklin 
Gadsden 
Gilchrist 
Gulf 
Hamilton 
Hardee 
Herdando 
Highlands 
Hillsborough 
Jefferson 
Lafay ette 
Lake 
Leon 
Levy 
Liberty 
Madison 
Marion 
Orange 
Osc eola 
Pasco 
P h e  11 as 
Polk 
Seminole 
Sumter 
Suwanee 
Taylor 
Volusia 
Wakulla 

Bay 

A-29 

Date of Recordation 
06/08/8 1 
07/20/8 1 
10/30/91 
06/08/8 1 
06/08/8 1 
06/09/8 1 
10/3 0/9 1 
06/10/81 
06/08/8 1 
06/05/8 1 
06/09/8 1 
0610818 1 
0610543 1 
06/05/8 1 
06/05/8 1 
06/05/8 1 
06/09/8 1 
06/05/8 1 
06/08/8 1 
06/08/8 1 
06/08/8 1 
06/ 12/8 1 
06/08/8 1 
06/05/8 1 
06/08/8 1 
06/09/8 1 
06/05/8 1 
06/05/8 1 
06i 1218 1 
06/08/8 1 
06/05/8 1 
06/05/8 1 
06/09/8 1 
06/05/8 1 
06/08/8 1 

Book 
1351 
853 

3157 
578 
469 
78 

45 6 
178 
286 
90 
85 
152 
267 
4 84 
689 

3814 
107 
50 

727 
996 
176 
34 
125 
1068 
3 199 
532 
1132 
520 1 
2022 
1340 
246 
217 
165 

2272 
82 

Page 
161 
623 

4321 
919 
507 
172 

1321 
146 
1847 
526 
88 1 
776 
797 
1645 
338 
700 
352 
75 8 
209 
17230 
81 

859 
615 
1824 
783 
1 

1007 
1902 
642 
894 
210 
153 
536 
1296 
500 

http ://m .set, gov/Archives/edgar/data/3 763 7/OOOO95O 14405 005 6 1 Wg946798 1 exv4.htm 3/27/200r 
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’WENTY-NINTH SUPPLEMENTAL INDENTURE dated September 1,1982 

ITATE OF FLORIDA 

Llachua 
lay 
lrevard 
:itrus 
:olumbia 
Iixie 
‘lagler 
:ranklin 
iadsden 
jilchrist 
3ulf 
Iamilton 
Iardee 
lerdando 
Iighlands 
Usborough 
efferson 
,a fay ette 
,ake 
,eon 
X V Y  
2iberty 
viadison 
aarion 
]range 
3sceola 
?asco 
be l l a s  
Polk 
Seminole 
3umter 
Suwanee 
Taylor 
Volusia 
Wakulla 

Date of Recordation 
10/06/%2 
10/08/82 
1013 0/9 1 
1 Of071 82 
10/06/82 
10/07/82 
10/3 0/9 1 
1011 1/82 
10/08/82 
10/07/82 
1 O/07/82 
10/06/82 
10/07/82 
10/06/82 
10/08/82 
10/06/82 
10/08/82 
10/06/82 
10/08/82 
10/07/82 
1 O/O6/82 
10/07/82 
10/07/82 
1 O/O6/82 
10/07/82 
1011 1/82 
10/06/82 
10107/82 
10107182 
10/06/82 
10/06/82 
10J04182 
10/07/82 
10/04/82 
10/07/82 

Book 
1440 
912 

3157 
604 
498 
85 

456 
191 
297 
98 
91 
159 
28 1 
510 
733 

4009 
115 
55 

759 
1041 
198 
3% 
136 

1128 
3316 
606 
1212 
541 1 
21 10 
1416 
263 
23 8 
178 

2391 
91 

Page 
284 
523 

4348 
1403 
260 
2 

1348 
239 
266 
65 7 
125 
396 
339 
1386 
57 1 
985 
766 
163 
836 
20 
511 
218 
685 
717 
738 
68 

1279 
1407 
93 
535 
63 1 
524 
879 
1879 
306 

A-30 

http : //www . s ec . g ov/Arc hivesledg arldat a/3 7 6 3 7/0 0 0 0 9 5 0 1 440 5 0 0 5 6 1 8 /g94 6 79 k I exv4. htm 3 /2 7/2 0 0 I 
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THIRTIETH SUPPLEMENTAL INDENTURE dated October 1,1982 

iTATE OF FLORIDA 

Date of Recordation Jaunty 
ilachua 12/02/82 

3aY 
3revard 
Zitrus 
2olumbia 
Iixie 
ilagler 
+ a n k h  
3adsden 
3ilchnst 
3ulf 
3amilton 
3ardee 
3erdando 
lighlands 
3illsboroug h 
refferson 
,afay ette 
Lake 
,eon 
,evy 
Liberty 
Madison 
Marion 
3range 
3sceola 
Pasco 
Pinellas 
Polk 
Seminole 
Sumter 
Suwanee 
Taylor 
Volusia 
Wakulla 

A-3 1 

12/06/82 
1 013 019 1 
12/03/82 
12/06/82 
12/06/82 
1 013 019 1 
12/07/82 
12/06/82 
12/03/82 
12/07/82 
12/06/82 
12/08/82 
12/03/82 
12/07/82 
12/03/82 
12/06/82 
12/06/82 
12/03/82 
12/07/32 
12/06/82 
12/08/82 
12/07/82 
12/07/82 
12/06/82 
12/09/82 
12/06/82 
11/23/82 
12/0 8/82 
1 210618 2 
12/06/82 
12/07/82 
12/06/82 
12/06/82 
1 210 618 2 

Book 
1450 
916 
3157 
607 
501 
86 

456 
192 
298 
100 
91 
160 
283 
513 
73 8 

4033 
117 
55 
763 
1047 
20 1 
38 
137 
1135 
3330 
615 
1222 
5434 
2121 
1425 
265 
240 
180 

2406 
92 

Page 
90 

1538 
43 64 
1034 
729 
49 

1364 
448 
608 
18 

744 
118 
11 

992 
22 1 
293 
9 

444 
19 

8 12 
136 
547 
808 
1015 
2301 
72 1 
1592 
229 
118 
1476 
768 
499 
189 
460 
272 

http ://www. sec. gov/Archives/edgar/data/3 7637/O00095O 14405005 6 1 8/g94479k 1 exv4,htm 3 12 7/2 0 Ot 



EX-4 Page 60 of 88  

THIRTY-FIRST SUPPLEMENTAL INDENTURE dated November 1,1991 

STATE OF FLORIDA 

Zounty 
4lachua 
Bay 
Brevard 
Zitrus 
Zolumbia 
Dixie 
Flagler 
Franklin 
Sadsden 
Gilchnst 
Gulf 
Hamilton 
Hardee 
Herdando 
Highlands 
Hillsborough 
Jefferson 
Lafa y ette 
Lake 
Leon 
Levy 
Liberty 
Madison 
Marion 
Orange 
Osceola 
Pasco 
Pinellas 
Polk 
Seminole 
Sumter 
Suwanee 
Taylor 
Volusia 
WakulTa 

A-32 

Date of Recordation 
12/05/9 1 
12/04/9 1 
12lOY9 1 
12/04/9 1 
12/04/9 1 
1210919 1 
12/04/9 1 
12104/9 1 
1210419 1 
12/09/9 1 
12104/9 1 
l2/04/9 1 
12/04/9 1 
1210319 1 
12/O3/9 1 
12/04/9 1 
12/04/9 1 
1210519 1 
12/04/9 1 
1210419 1 
l2/05/9 1 
12/04/9 1 
12/04/9 1 
12/04/9 1 
1210619 1 
1210519 1 
1210319 1 
11/13/91 
12/06/9 1 
12/05/9 1 
12/03/9 1 
1210519 1 
12/04/9 1 
12/09/9 1 
12105/9 1 

Book 
1836 
1347 
3 165 
9 17 
753 
156 
45 8 
3 64 
386 
182 
148 
294 
420 
343 
1161 
6449 
225 
87 

1138 
1530 
446 
68 

258 
1787 
4352 
1042 
207 1 
773 1 
304 1 
23 64 
443 
423 
296 

3712 
185 

Page 
2215 
1335 
1204 
725 
1347 
90 

1266 
11 

1240 
573 
72 

23 6 
322 
1139 
1860 
1412 
39 

430 
1083 
452 
454 
508 
173 
161 
22 
587 
5 03 
740 
1252 
1942 
254 
515 
232 
968 
524 

http://www. sec. gov/Archives/edgar/data/3 743 7/0000950 14405005 6 I 8/g94679kl exv4.htm 3 /2 7/20Ot 



ZX-4 

THIRTY-SECOND SUPPLEMENTAL INDENTURE dated December 1,1992 

;TATE OF FLORIDA 

:ounty 
ilachua 
3aY 
3revard 
XI-llS 

Zolumbia 
Iixie 
Tlagler 
+ a n k h  
;adsden 
3ilchrist 
3ulf 
lamilton 
3ardee 
3erdando 
3ighlands 
3ills borough 
lefferson 
,afay ette 
>ake 
,eon 
,evy 
Liberty 
vi adi s on 
Marion 
3range 
3sceola 
?asco 
Pinellas 
Polk 
Seminole 
Sumter 
Suwanee 
Taylor 
Volusia 
Wakulla 

A-33 

Date of Recordation 
12130192 
1 213 0/92 
12/29/92 
12/29/92 
12/30/92 
12/3 0/92 
12/3 0192 
1 213 0192 
1 213 0/92 
1 213 0192 
01/06/93 
12/29/92 
1213 1/92 
12/29/92 
12/29/92 
12/30/92 
1 213 0/92 
12/30/92 
12/30/92 
01/07/93 
12/29/92 
12/30/92 
12/30/92 
12/29/92 
12/30/92 
1213 1/92 
12/29/92 
12/15/92 
1213 1/92 
1 2/29/ 9 2 
12/29/92 
12/29/92 
01/21/93 
12/3 0/92 
1213 1/92 

Book 
1888 
1410 
3256 
965 
769 
165 
480 
399 
399 
194 
157 
3 14 
439 
894 
1200 
6838 
250 
92 

1203 
161 1 
479 
73 
292 
1888 
4504 
1102 
3101 
8120 
3185 
2525 
47 1 
449 
3 13 
3797 
204 

Page 
2338 
42 

2503 
23 1 
532 
484 
212 

1 
1762 
693 
343 
215 
21 1 
688 
1665 
810 
196 
129 
323 
2296 
3 12 
427 
205 
1815 
2985 
2325 
950 
1705 
899 
1408 
468 
469 
22 1 
1647 
765 

http ://w. sec.gov/Archives/edgar/data/3 763 7/000O950 14405 005 6 1 Wg94679k 1 exv4.htm 3 /2 7/2 00 f 



2x-4 

rHIRTY-THIRD SUPPLEMENTAL INDENTURE dated December 1,1992 

jTATE OF FLORIDA 

:0LUlty 

ilachua 
3ay 
3revard 
:itrUs 
2olumbia 
lixie 
Tlagler 
7ranklin 
3adsden 
3ilchnst 
h l f  
Jarnilton 
lardee 
3erdando 
3ighlands 
3illsborough 
lefferson 
Lafay ette 
Lake 
Leon 
Levy 
Liberty 
Madison 
Marion 
3range 
Osceola 
Pasco 
Pinellas 
Polk 
Seminole 
Sumter 
Suwanee 
Taylor 
Volusia 
Wakulla 

Date of Recordation 
1213Ol92 
1 213 0192 
12/29/92 
12/29/92 
12130192 
12/3 0192 
1 213 0192 
1213 0/92 
1213 0/92 
12/30/92 
0 I /O6/9 3 
12/29/92 
1213 1192 
12/29/92 
12/29/92 
1213 0192 
12130192 
12/30/92 
12130192 
0 1/07/93 

I 12/29/92 
12130192 
12130192 
12/29/92 
12/30/ 92 
l2/3 1/92 
12/29/92 
1211 5/92 
12/3 1/92 
12/29/92 
12/29/92 
12/29/92 
01/21/93 
12130192 
1213 1/92 

Book 
1888 
1410 
3256 
965 
769 
165 
480 
3 99 
399 
195 
157 
315 
43 9 
894 
1200 
6338 
250 
92 

1203 
161 1 
479 
73 

292 
1888 
4506 
1102 
3101 
8120 
3185 
2525 
47 1 
449 
3 13 
3797 
204 

Page 
2426 
130 

2592 
319 
622 
572 
300 
89 

1850 
1 

43 1 
1 

299 
776 
1754 
898 
285 
217 
41 1 
23 84 
400 
5 15 
293 
1903 
3073 
2413 
1038 
1795 
987 
1496 
556 
595 
3 09 
1735 
853 

A-34 

http :l/www. sec.gov/Archives/edgar/data/3 763 7/000095 0 14405 0056 I Wg94679kl exv4 .htm 3 /27/2004 
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THIRTY-FOURTH SUPPLEMENTAL INDENTURE dated February 1,1993 

STATE OF FLORIDA 

County 
Alachua 
Bay 
Brevard 
Citrus 
Columbia 
Dixie 
Flagler 
Franklin 
Gadsden 
Gilchrist 
Gulf 
Hamilton 
Hardee 
Herdando 
Highlands 
Hillsborough 
Jefferson 
La fay ette 
Lake 
Leon 
Levy 
Liberty 
Mahson 
Marion 
Orange 
Osceola 
Pasco 
Pinellas 
Polk 
Seminole 
Sumter 
Suwanee 
Taylor 
Volusia 
WakulIa 

A-35 

Date of Recordation 
02/23/93 
02/22/93 
02/22/93 
03 103193 
02/23/93 
02/23/93 
02/23/93 
02/23/93 
02/22/93 
02/22/93 
02/22/93 
02/22/93 
02/26/93 
02/22/93 
02/23/93 
02/23/93 
02/23/93 
02/22/93 
02/22/93 
02/23/93 
0212219 3 
02/22/93 
02/22/93 
03/01/93 
03/0 1/93 
02/2 3/93 
0310 1/93 
02/09/93 
02/22/93 
02/22/43 
02/22/93 
02/23 /9 3 
02/25/93 
02/23/93 
02/23/93 

Book 
1895 
1418 
3268 
972 
77 1 
166 
483 
404 
402 
196 
158 
317 
442 
90 1 
1206 
689 1 
254 
92 

121 1 
1621 
484 
74 

297 
1902 
4527 
1111 
3118 
8173 
3203 
2547 
475 
454 
314 
3808 
207 

Page 
1712 
1202 
4928 
1372 
1030 
77 1 
86 

209 
153 
612 
636 
37 
29 

1009 
1393 
182 
267 
788 
1060 
51 

459 
366 
50 

1706 
4174 
2070 
1205 
382 

2186 
765 
750 
51 
853 

355 1 
396 

http://www sec. gov/Archives/edgar/data/3 763 7/0000950 1 4405 0056 1 Wg94679kl exv4.htm 3 /2 7/2 00 L 



EX-4 Page 64 of 88 

I'HIRTY-FIFTH SUPPLEMENTAL INDENTURE dated March 1,1993 

STATE OF FLORIDA 

Zounty 
ilachua 

3revard 
X X S  

Zo lumb ia 
Iixie 

3ay 

3adsden 
3ilchrist 
3ulf 
Jamilton 
3ardee 
3erdando 
3ighlands 
3:illsboroug h 
leffer s on 
Lafayette 
>ake 
,eon 
Levy 
Liberty 
Madison 
Marion 
3range 
3sceola 
Pasco 
Finellas 
Folk 
Seminole 
Sumter 
3uwanee 
Taylor 
Volus ia 
Wakulla 

A-36 

Date of Recordation 
03/22/93 
03/23/93 
03/22/93 
03/22/93 
03/24/93 
03/23/93 
03/23/93 
03/22/93 
03/22/93 
03 12 219 3 
03/22/93 
03/22/93 
03/22/93 
03 /22/93 
03 /22/93 
03 122193 
03/24/93 
03 12319 3 
03 /23/93 
03/23/93 
03/23/93 
03/22/93 
0 3 /22/ 93 
03/22/93 
03/23/93 
03/25/93 
03/22/9 3 
03/10/93 
03/22/9 3 
03/22/93 
03/22/93 
0 3 /24/93 
03/26/93 
03 123193 
03/22/93 

Book 
1898 
1423 
3275 
975 
772 
167 

407 
403 
197 
159 
320 
443 
905 
1210 
6917 
257 
93 

1216 
1626 
487 
74 

299 
1910 
4539 
1115 
3 I29 
8200 
32 14 
2559 
47 8 
456 
316 
38 14 
208 

484 

Page 
27 69 
65 9 
3473 

1 
1536 
499 
1113 
47 
66 

704 
388 

1 
137 
480 
47 
972 
40 
218 
1165 
1941 
375 
627 
211 
73 8 

2634 
2511 
149 

2030 
133 1 
1330 
191 
58 

580 
4453 
5 63 

http ://www. sec. gov/Archives/edgar/data/3 7 63 7/OOO095 0 14405 005 6 1 gig946 79kl exv4. htm 3/27/200( 



EX-4 Page 65 of 88 

JXIRTY-SIXTH SUPPLEMENTAL INDENTURE dated July 1,1993 

STATE OF FLORIDA 

Zounty 
hlachua 
Bay 
Brevard 
Zims 
20 lumb ia 
Dixie 
FIagfer 
Franklin 
Sadsden 
Gilchrist 
Gulf 
Hamilton 
Hardee 
Herdando 
Highlands 
Hillsborough 
Jefferson 
Lafay ette 
Lake 
Leon 
Levy 
Liberty 
Madison 
Marion 
Orange 
Osceola 
Pasco 
Pinellas 
Polk 
Seminole 
Sumter 
Suwanee 
Taylor 
Volusia 
Wakulla 

A-37 

Date of Recordation 
08/06/93 
0 8/09/93 
08/0 5/93 
0 810 61’9 3 
0 8/09/93 
08/10/93 
08/06/93 
08/16/93 
08/06/93 
08/06/93 
08/06/93 
08/06/93 
08/06/93 
08/09/93 
08/06/9 3 
08/05/93 
08/10/93 
0 8/09/93 
08/06/93 
08/09/93 
08/06/93 
08/06/93 
0 810 6/93 
08/06/93 
08/09/93 
0 810 6/9 3 
0 8/05/93 
07/20/93 
08/05/93 
0 8/09/93 
08/05/93 
08/09/93 
08/06/93 
08/06/93 
08/06/93 

Book 
1919 
1447 
33 12 
994 
778 
171 
493 
423 
407 
202 
162 
326 
45 0 
925 
1225 
707 1 
266 
95 

1241 
1660 
500 
76 
312 
1948 
4602 
1138 
3182 
8342 
3268 
2627 
489 
467 
323 

3848 
217 

Page 
2335 
1661 
2304 
111 
736 
595 
183 
78 

1440 
372 
83 1 
30 1 
623 
1936 
1608 
222 
25 2 
3 94 
430 
1955 
395 
362 
20 

1022 
366 
832 
104 
522 
1251 
330 
700 
488 
490 
2752 
104 

http://www. sec.gov/Archives/edgar/data/3 763 7/000095 0 1 4405005 6 1 Sig94679k 1 exv4. htm 3/2 7/2 OOt 



3x4 Page 66 of 8E 

'EFIRTY-SEVENTH SUPPLEMENTAL INDENTURE dated December 1,1993 

;TATE OF FLORIDA 

ilachua 
%aY 
%revard 
:itrus 
Jolumbia 
Xxie 
bgler 
;ranklin 
?adsden 
j i l chs t  
hllf 
lamilton 
Iardee 
lerdando 
Iighlands 
Iillsborough 
efferson 
.afay ette 
.ake 
,eon 
,ev y 
.iberty 
dadison 
rlarion 
lrange 
Isceola 
'asco 
'inellas 
'olk 
;eminole 
hmter 
hwanee 
ray lor 
dolusia 
Nakulla 

Date of Recordation 
12/29/93 
1 2 12919 3 
12/28/93 
12/29/93 
12130193 
0 1/04/94 
1213 0193 
12/3 0193 
12/29/93 
0 1/03/94 
12/29/93 
12/29/93 
12/28/93 
12/30/93 
12/29/93 
12/29/93 
1 213 0193 
12129193 
12/29/93 
12/29/93 
12130193 
12/29/93 
12/29/93 
12/29/93 
12/29/93 
121 3 0193 
12/29/93 
121 1 5/93 
12/28/93 
12/28/93 
12/28/93 
12/29/93 
12/29/93 
12/29/93 
12/30/93 

Book 
1942 
1473 
3353 
1013 
7 84 
175 
503 
43 7 
412 
207 
166 
334 
458 
947 
1241 
7235 
276 
97 

1267 
1698 
512 
78 
324 
1990 
4675 
1163 
3239 
8502 
3327 
2703 
502 
478 
330 
3885 
224 

Page 
1768 
1090 
2186 
1791 
1174 
744 
269 
69 

1638 
597 
710 
78 
139 
1037 
1888 
1829 
23 1 
746 
2229 
1017 
733 
29 1 
302 
1962 
2208 
264 1 
112 

2162 
562 
466 
167" 
324 
533 

273 6 
727 

Due to a scriveners error, the Thzrty-Ninth and Fortieth Supplemental Indentures to the Original Indenture erroneously indicated a page 
lumber of 157. 

A-38 

http://ww\lr.sec.gav/~chives/edgar/data/37637/0~0095014405005618/g94679k1 exv4.htm 3/27/2006 



EX-4 Page 67 of 88 

THIRTY-EIGHTH SUPPLEMENTAL INDENTURE dated July 25,1994 

STATE OF FLORIDA 

County 
Alachua 
Bay 
Brevard 
Citrus 
Columbia 
Dixie 
Flagler 
Franklin 
Gadsden 
Gilchrist 
Gulf 
Hamilton 
Hardee 
Herdando 
Highlands 
Hillsborough 
Jefferson 
Lafa y ette 
Lake 
Leon 
Levy 
Liberty 
Madison 
Marion 
Orange 
Osceola 
Pasco 
Pinellas 
Polk 
Seminole 
Sumter 
Suwanee 
Taylor 
Volusia 
W akulla 

A-39 

Date of Recordation 
08/08/94 
08/08/94 
08/08/94 
08/08/94 
0 8 /O 819 4 
0811 1/94 
08/08/94 
O W  10/94 
0 8/09/94 
O W  1 0/94 
08/08/94 
0 8 IO 8/94 
08/08/94 
09/06/94 
08/08/94 
08/ 1 0194 
08/09/94 
08/09/94 
08/09/94 
08/08/94 
08/08/94 
08/09/94 
0 810 8/94 
08/10/94 
0 8 /O 9/94 
08/0 8/94 
08/08/94 
O7/25/ 94 
08/08/94 
08/08/94 
0 8 IO8194 
08/08/94 
08/09/94 
0811 1/94 
08/10/94 

Book 
1975 
1516 
3412 
1044 
794 
183 
516 
465 
422 
216 
172 
347 
47 1 
983 
1267 
7485 
298 
101 

1311 
1754 
53 3 
81 

348 
2060 
4779 
1205 
3326 
8734 
3423 
2809 
524 
500 
342 

3942 
239 

Page 
2678 
432 
3309 
2108 
188 
3 

1458 
42 
570 
477 
664 
189 
495 
887 
79 1 
745 
22 
626 
1274 
594 
45 
546 
172 
1272 
4850 
1060 
1162 
1574 
2168 
131 
256 
170 
576 

4371 
322 

http ://www . sec . g ov/Archives/edg addat d3 7 63 7/00U09 5 0 1 4405 005 6 1 8 /g946 7 9 k 1 exv4. htm 3/27/2001 



SX-4 Page 68 of 88 

.'HIRTY-NINTH SUPPLEMENTAL INDENTURE dated July 1,2001 

;TATE OF FLORIDA 

Iounty 
ilachua 
3aY 
3revard 
2itrus 
Zolumbia 
Xxie 
TIagler 
~~anklin 
3adsden 
3ilcrest 
3ulf 
lamilton 
3ardee 
$emando 
3i g hl ands 
3illsborough 
le ffer son 
Lafay ette 
Lake 
Leon 
Levy 
Liberty 
.Madison 
Manatee 
Marion 
Orange 
Osceola 
Pasco 
Pinellas 
Polk 
Semino le 
Sumter 
Suwannee 
Taylor 
Volusia 
Wakulla 

A-40 

Date of Recordation 
071 1 610 1 
07/24/0 1 
0712410 1 
071 1610 1 
07/24/0 1 
07/23/0 1 
07/24/0 1 
07/26/0 1 
07/23/0 1 
07/23/0 1 
07/24/0 1 
07/23/0 1 
07/23/0 1 
07/16/0 1 
07/ 16/0 1 
07/23/0 1 
07/23/01 
07/23/0 1 
071 1610 1 
07/23/0 1 
07/23/0 1 
07/23/0 1 
07/24/0 1 
07/23/01 
071 1 610 1 
07/16/0 1 
07/16/0 1 
07/16/01 
07/13/01 
0711 610 1 
071 1610 1 
071 1 6/0 1 
07/23/01 
07/23/01 
071 17/0 I 
07/23/01 

Book 
2371 
2052 
4387 
1440 
93 1 
262 
758 
67 1 
5 29 

200 1 
262 
504 
614 
1437 
1556 
10952 
47 1 
169 

1974 
2530 
752 
124 
587 
1692 

6302 
1902 
4667 
11475 
475 1 
4128 
894 
877 
464 

4714 
414 

2987 

Page 
1703 
225 
206 
3 22 
1741 

1 
320 
54 2 
134 

3068 
872 
59 

764 
619 
1380 
1626 
268 
348 
2275 

74 
726 
311 
48 

6974 
1131 
3365 
1112 
77 

2488 
1 

170 
40 
77 

215 
4356 
599 

http ://www. se~.gov/Archives/edgar/data/3 763 7/000095 0 14405 0056 1 Wg94679kl exv4. htm 3 /2 7/2 0 01 



EX-4 rage OY or tsts 

FORTIETH SUPPLEMENTAL INDENTURE dated July I, 2002 

STATE OF FLORIDA 

County Date of Recordation 
Alachua 071 19/02 
Bay 071 19/02 
Brevard 0710 1/0 1 
Citrus 07/19/02 
Columbia 071 1 9/02 
Dixie 0711 9/02 
Flagler 07/24/02 
Franklin 07/24/02 
Gadsden 071 19/02 
Gilckst* 071 19/02 
Gulf 071 1 9/02 
Hamilton 071 1 9/02 
Hardee 071 1 9/02 
Hemando 071 19/02 
Highlands 071 19/02 
Hillsborough 071 1 9/02 
Jefferson 07/22/02 
Lafay ette 071 1 9/02 
Lake 07/22/02 
Leon 0711 9/02 
L e v  0711 9/02 
Liberty 071 19/02 
Madison 07/19/02 
Manatee 071 1 9/02 
Marion 0711 9/02 

Osceola 07/22/02 
Pasco 0711 9/02 
Pinellas 07/26/02 
Polk 07/19/02 
Seminole 07/2 3/02 
Sumter 0711 9/02 
Suwannee 07/19/02 
Taylor 0711 9/02 
Volus ia 0711 9/02 
Wakulla 07/22/02 

Orange 07/23/02 

* Gilchnst County utilizes an instrument iiumber indexing system rather than a booldpage indexing system. 

A-4 1 

Book Page 
2486 43 9 
2164 520 
464 1 259 1 
1521 2 
95 8 500 
277 1 
83 8 776 
706 23 
548 415 

285 369 
53 0 143 
63 0 147 
1552 745 
1616 1319 

11790 0680 
0492 000 1 
181 406 

02145 1576 
E 6 9 7  01718 

795 53 1 
13 1 454 
627 171 
1759 970 
3203 045 8 
6573 5463 
2082 1419 
5012 1362 
12128 1700 
5064 0027 
4468 0429 
988 5 12 
948 7 
484 562 

4898 2002 
45 0 344 

Instrument Number 2002 3363 

http : //www . s ec . g ov/Arc hives/edgar/dat a/3 7 6 3 7/0 00 0 9 5 0 1 440 5 00 5 6 1 8/g946 7 9 k 1 exv4. htm 3/27/200( 



EA-4 

FORTY-FIRST SUPPLEMENTAL, INDENTURE dated February 1,2003 

STATE OF F'LORIDA 

County Date of Recordation 
Alachua 031 10/03 
Bay 0 3 I2 0/0 3 
Brevard 031 10103 
Citrus 03/ 10/03 
Columbia 03/ 10/03 
Dixie 031 1 0/03 
Flagler 03/10/03 
Franklin 031 12/03 
Gadsden 0311 0/03 
Gilchrist * 03/10/03 
Gulf 03/1O/03 
Hamilton 03/10/03 
Hardee 03/10/03 
Hemando 03/07/03 
Highlands 03/ 10/03 
H illsborough 03/10/03 
Jefferson 031 1 O/O3 
Lafa yette 031 10/03 
Lake 03/ 10103 
Leon 0311 1/03 
Levy 03/10/03 
Liberty 03/11/03 
Madison 03/09/03 
Manatee 03/07/03 
Marion 03/10/03 
Orange 0311 0/03 
Osceola 031 10/03 
Pasco 03/07/03 
Pinellas 03/06/03 
Polk 03/06/03 
Seminole 03/10/03 
Sumter 03/07/03 
Suwannee 03/ 10/03 
Taylor I 0311 0/03 
Volusia 03/ 10/03 
Wakulla 03110/03 

rage i v  or uc 

Book Page 
2620 1132 
2252 1616 
4845 847 
1580 537 
976 2505 
285 654 
905 1523 
729 424 
56 1 109 1 

Instrument Number 2003 1224 
30 1 43 2 
543 358 
640 21 8 
1636 204 
1660 726 

12427 1748 
507 98 
189 107 

2276 2224 
2827 95 
826 208 
136 479 
65 3 69 
1809 6624 
3363 14 14 
6820 89 
2208 1762 
5267 216 
12582 101 1 
5289 1762 
4745 970 
1052 4 
995 83 
497 542 
5033 4056 
47 8 79 

* Gilchrist County utilizes an instrument number indexing system rather than a booupage indexing system. 

A-42 

I__ "' ' 

http://www.sec.gov/Archives/edgar/data/3 763 7/000O95 01 4405 005 6 1 Wg94679k 1 exv4.htm 3 /27/2 OO( 



EX-4 Page 71 of88 

FORTY-SECOND SUPPLEMENTAL INDENTURE dated April 1,2003 

STATE OF FLORIDA 

Alachua 

Brevard 
cims 
Columbia 
Dixie 
Flagler 
Franklin 
Gadsden 
Gilchri s t * 
Gulf 
H a m i  1 ton 
Hardee 
Hernando 
Highlands 
Hillsborough 
Jefferson 
La fay ette 
Lake 
Leon 

Liberty 
Madison 
Manatee 
Marion 
Orange 
Osceola 
Pasco 
Pinellas 
Polk 
S emino 1 e 
Sumter 
Suwannee 
Taylor 
Volusia 
W akulIa 

Bay 

Levy 

Date of Recordation 
05 12 7/2 003 
05/27/2003 
06/06/2003 
05/23/2003 
05/23/2003 
0 5 12 3 /2 00 3 
0 5 /27/2 003 
05 12 7/2 003 
05/2 3/2 003 
05/2 3/2 00 3 
0 5 12 7/200 3 
05/23/2003 
05/2 8/200 3 
05/23/2003 
05/23/2003 
05/2 8/2 003 
05/23/2003 
05/23/2 003 
0512 2/2003 
05/28/2003 
05/27/2003 
05/27/2003 
05/2 3/2003 
05/2 8/2 003 
05/30/2003 
05 /2 3/2 003 
05 /22/2 003 
05/23/2003 
05/23/2003 
05/23/2003 
05/30/2003 
0513 0/2 0 03 
05/2 3 /2 003 
0 5/2 8/20O3 
06/02/200 3 
05/23/2003 

* Gilchrist County utilizes an instrument number indexing system rather than a booMpage indexing system. 

A-43 

Book Page 
2676 753 
2283 585 
4935 345 
1604 3 05 
984 87 
289 447 
935 151 
739 166 
5 66 840 

Instrument Number 20030027 1 e 
307 784 
549 1 
644 670 
1671 1084 
1676 1168 

12682 320 
512 367 
191 373 

2324 1507 
2874 1027 
837 42 
138 21 8 
664 225 
1831 1979 
3426 1046 
6925 2125 
2256 2207 
5370 1906 
12767 163 1 
5372 1233 
4843 1879 
1076 307 
1013 263 
502 773 

5084 431 1 
488 388 

http:l/~.sec.gov/Achives/edgar/dat~37637/0000950144050056 1 Wg94679k1 exv4.htm 3/27/200f 



EX-4 Page 72 01 88 

FORTY-THIRD SUPPLEMXNTAL INDENTURE dated November 1,2003 

STATE OF FLORIDA 

County Date of Recordation 
Alachua 12/30/2003 
Bay 0 1/12/2004 
Brevard 01/08/2004 
Citrus 12/29/2003 
Columbia 12/3 012003 
Dixie 12/30/2003 
Flagler 12/29/2003 

12/3 0/2003 Franklin 
Gadsden 1 2/29/2 003 
Gil chn s t * 12/3 012003 
Gulf 1 2/3 0/2 0 0 3 
Hamilton 1212 9/2 003 
Hardee 12/29/2003 
Hernando 12/3 1/2003 
Highlands 12/29/2003 
Hillsborough 12/3 112003 
Jefferson 12/30/2003 
Lafay ette 12/3 0/2003 
Lake 12/3 0/2003 
Leon 01/08/2004 
Levy 0 1 / O  5/2 004 
Liberty 12/30/2003 
Madison 12/30/2003 
Manate e 12/30/2003 
Marion 01/05/2004 
Orange 12/30/2003 
Osceola 0 1 /07/2004 
Pasco 12/30/2003 
Pinelas 12/23/2003 
Polk 12/29/2003 
Seminole 12/3 0/2003 
Sumter 01/06/2004 

12/30/2003 Suwannee 
Taylor 12/30/2003 
Volusia 12/29/2003 
Wakulla 1212912003 

* Gilchrist County utilizes an instrument number indexing system rather than a booWpage indexing system. 

A-44 

Book Page 
283 1 1359 
2385 484 
5166 2137 
1675 939 
1003 767 
300 401 
1024 1365 
769 78 
580 1923 

Instrument Number 200300679~ 
327 23 2 
563 163 
65 6 95 1 
1776 1140 
1727 647 

1463 13433 
530 192 
199 454 

2478 69 1 
3018 255 
868 897 
142 56 1 
695 129 
1891 3077 
3610 1489 
7245 2525 
2418 906 
5676 53 1 
13265 2523 
5624 1278 
5149 1458 
1156 447 
1065 398 
516 670 

5232 3126 
518 43 6 

http ://www. se~.gov/kchivesledgar/data/3763 7/000095 0 14405 005 6 1 8/g94679k 1 exv4.htm 3/2 7/2 004 



EX-4 

FORTY-FOURTH SUPPLEMENTAL INDENTURE dated August 1,2004 

STATE OF FLORIDA 

County 
Alachua 
Bay 
Brevard 
Citrus 
Columbia 
Dixie 
Flagler 
Franklin 
Gadsden 
Gilchnst * 
Gulf 
Hamilton 
Hardee 
Elemando 
Highlands 
Hillsborough 
Jefferson 
Lafayette 
Lake 
Leon 
Levy 
Liberty 
Madison 
Manatee 
Marion 
Orange 
Osceola 
Pasco 
Pinellas 
Polk 
Seminole 
Sumter 
Suwannee 
Taylor 
Volusia 
Wakulla 

Date of Recordation 
09/0 8/2 004 
09/20/2004 
OW1 0/2004 
09/0 812 0 04 
09/08/2004 
09/08/2004 
09/10/2004 
09/0 7/2 0 04 
09/09/2004 
09/08/2004 
09/08/2004 
09/0 8/2004 
09 /07/2 0 04 
09/09/2004 
09/07/2004 
0911 6/2004 
09/08/2004 
09/10/2004 
09/09/2004 
09/10/2004 
OW0 812004 
09/09/2004 
09/08/2004 
09/09/2004 
09/14/2004 
09/17/2004 
09/ 1 5’2004 
09/15/2004 
09/09/2004 
09/09/2004 
09/ 14/2004 
091 1 7/2004 
09/08/2 004 
09/07/2004 
0911 6/2004 
09/08/2004 

* Gilchnst County utilizes an instrument number indexing system rather than a bookipage indexing system. 

A-45 

Book Page 
2989 679 
2503 1164 
5358 4062 
1761 1476 
1025 1081 
313 405 
1141 1282 
81 1 160 
596 209 

Instrument Number 2004004967 
35 1 826 
579 91 
469 579 
1897 1207 
1787 1955 
14220 1091 
552 115 
209 329 

2652 1330 
3158 1432 
905 525 
148 295 
728 181 
1955 6519 
38 19 714 
7618 4387 
2595 1666 
6027 31 1 
13817 1552 
5915 905 
5450 663 
1267 646 
1133 1 
532 603 
5399 4694 
556 5 66 

http://~~~.sec.gov/~chives/edgar/data/37637/0000950 144050056 1 8ig94679kl exv4.htm 3 /2 7/2 00 r 



E?LTXIBXT B 

PROPERTY DESCRIPTIONS 
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45th Supplemental Indenture - Exhibit B 
August 1,2004-May 1,2005 

SECTION-TOWNSHIP-RANGE 
DOC TYPE GRANTOR COUNTY/ST RECi DATE BOOK PAGE WITH DESCRIPTION 
D ELVIRETTA HERNANDO 28-D~c-04 1950 672 09-23S-18E; PART OF 295’ FPC ROW 

LYING INN 1/2 OF SEC, LYING W OF W 
BOUNDARY OF VILLAGE VAN GOCH, PB 
24/6, LYING E OF E BOUNDARY OF 
SPRING HILL, UNITS 18-20, PB 17/29, 
LYING N OF N ROW LINE OF ELGIN 
BLVD 

CORPORATION, (FL) 
A FLORIDA 
CORPORATION 

D MCT SALES AND ORANGE 03-Jan-05 7759 3986 31-23s-30E; LOT 1 PLAT OF MOTOR 
SERVICE, Pic., FKA (FL) COACH AT AIRPORT DISTRIBUTION 
HAUSMAN BUS SALES, 
INC., A DELAWARE 
CORPORATION 

CENTER, PB 44/78 

TR WOMPSON, THEODORE LAKE (FL) 03-Aug-04 2629 912 24-19S-25E; LOT 20, BLK C, SUNNY DELL 

TR DE BELVA, THEODORE LAKE (FL) 03-Aug-04 2629 913 I1-19S-25E; THE S 25’ OF THE N 75’ OF 
AND PARCEL 6N, SCOTTISH HIGHLANDS 
SIMONE DE BELVA CONDOMINIUM, OR 768/1856 & PI3 2/6, 

CPB 1/84, CPB 2/2, CPB 

INTERSECTION OF N BOUNDARY OF 
TRACT 51, GROVELAND FARMS, PB 2/10 

TR LLOYD, PAMELA, AND LAKE (FL) 05-Aug-04 2630 21 63 19-22S-25E; M&B, BEGIN AT 
BARBARA MACKLEN, 
rlVDNIDUALLY AND AS 
PERSONAL 
REPRESENTATIVES FOR 
THE ADELYN GOOLEY 
WALLACE ESTATE; 
DEBRA S. HINKLE; 
CYNTHIA SNYDER 

TR SIMMERS, DARLENE LAKE (FL) 16-Aug-04 2637 195 12-19S-25E; THE W 45’ OF LOT 21, BLK D, 
HILLTOP, PB 13/37 

HILLTOP, UNIT 2, PI3 13/37 

HILLTOP, UNIT 2, PB 13/37 

TR STONE, JOAN AND LAKE (FL) 16-Aug-04 2637 200 12-19S-25E; THE W 45’ OF LOT 19, BLK D, 
JOHNNIE STONE 

AND GERALDINE M. 
ZIEGLER 

TR ZIEGLER, KENNETH C., LAKE (FL) 16-Aug-04 2637 190 12-19S-25E; THE W 45’ OF LOT 17, ELK D, 

D =D ee d ; TR=Trans m i s  s i on Easement; EA=Eas ement Page B- 
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EX-4 

45th Supplemental Indenture - Exhibit B 
August 1,2004-May 1,2005 

Page 76 of88 

SECTION-TOWNSHIP-RANGE 
DOC TYPE GRANTOR COUNTY/ST RECI DATE BOOK PAGE WITH DESCRIPTION 
TR HARRIS, ELDEN D., DIXIE (FL) 01-Sep-04 313 190 24-09S-13E; THE W 10’ OF LOTS 2 & 3, 

TRUSTEE HARRIS ACRES, PI3 1/247 
TR KELLER, GORDON W. LAKE (FL) 09-Sep-04 2653 516 25-19s-25E; THE S 21’ OF LOT 1, GROVES 

AT BAYTREE PHASE 1, PB 43/1 I 

PARCEL 4N, SCOTTISH HIGHLANDS 
CONDOMINIUM, OR 768/1856, AND CPB 
1/84, CPB 2/2, CPB 216 

HILLTOP UNIT 2, PB 13/37 

TR MOSS, DAVID D., AND LAKE (FL) 09-Sep-04 2653 545 1 1 - 19S-25E; THE S 25 ’ OF THE N 75 ’ OF 
NANCY J. MOSS 

TR DUNAWAY, WILLIAM LAKE (FL) 09-Sep-04 2653 541 12-19S-25E; THE W 45’ OF LOT 20, BLK D, 
E., AND EVELYN JEAN 

TR SUMTER ELECTRIC LAKE (FL) 09-Sep-04 2653 529 13-19S-25E; M & B; COMMENCE AT THE 
COOPERATIVE, INC. SW CORNER OF SW 1/4 OF NW 114 

TR BS PROPERTIES, LLC LAKE (FL) 09-Sep-04 2653 520 11-19S-25E; THE N 25’ OF LANDS IN OR 
165 5/734 

HILLTOP UNIT 2, PB 13/37 
TR FREEMAN, JEFFREY LAKE (FL) 09-Sep-04 2653 533 12-19S-25E; THE W 45’ FO LOT 13, BLK D, 

M., AND BRIDGET B. 
FREEMAN 

AND KATHLEEN E. 
TR HICKMAN, ROBERT H., LAKE (FL) 09-Sep-04 2653 537 25-19S-25E; THE S 21 ’ OF LOT 70, GROVES 

AT BAYTREE PHASE I, PI3 4311 1 

TR BRADSHAW JR., LAKE (FL) 09-Sep-04 2653 485 19-22S-25E; M & B; COMMENCE AT IRON 
CHARLES E. ROD AT NW CORNER OF THE SE 1/4 OF 

NW 1/4; FORMER CSX ROW 

ROD AT N W  CORNER OF SE 1/4 OF NW 114 

ROW OF CARL STTREET, & BOUNDED BY 
LOTS 1,3,5 & 7, BLK 23; LOTS 4 & 6, BLK 
24, DELEON SPRINGS, MB 1/13 1 

OF TRACT 24. . PB 2/28 

TR BRADSHAW JR., LAKE (FL) 09-Sep-04 2653 489 19-22s-25E; M & B; COMMENCE AT IRON 

TR JETT, WILLIAM K., VOLUSIA 13-Sep-04 5396 3777 35-15s-29E; CENTERLINE IN FORMER 
CHAFUES E. 

AND NANCY W. (FL) 
COFFEY JETT 

TR SEIDLE, WILLIAM D. LAKE (FL) 13-Oct-04 2676 466 28-22S-26E; TRACTS 23 & 24, LESS S 107’ 
. __ 

D=D e e d; TR=Tr ans mis s ion E as emen t ; EA=E as ement Page B-: 
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45 th Supplemental Indenture - Exhibit B 
August 1, 2004-May 1,2005 

SECTION-TOWNSHIP-RANGE 
DOC TYPE GRANTOR COUNTYiST REC/DATE BOOK PAGE WITH DESCRIPTION 
TR SPENCER, WAYNE G. LAKE (FL) 13-0ct-04 24-19S-25E; PORTIONS OF OR 101014386, E 

AND MARY G. SPENCER 100’ OF LOT 10, BLK D, FIRST ADD TO 
SUNNY DELL PARK, PB 12176; PORTIONS 
OF OR 92012060, LOT 11, BLK D, FRST 
ADD TO SUNNY DELL PARK, PB 12/76 

TR SMILNAT, PATRICIA M.; DIXIE (FL) 18-Oct-04 3 15 483 36-09s-13E; E IO’ OF E ROW OF ST 349, OB 
CHRISTINA 2 1 O/ 172 
CARRUTHERS FKA 
CHRISTINA SMILNAK; 
SOPHIE E. SMILNAK 

LISETTE MARRERO (FL) VILLAGE VAN GOGH, PB 24/6 

THOMAS J. WEBER 

m MARRERO, IVAN AND HERNANDO 20-0ct-04 19 16 910 09-23S-lSE; S 10’ OF LOT 1, BLK 3, 

TR KTNG-WEBER, LISA; LEVY (FL) 2 1 -0ct-04 9 1 1 736 01-17S-16E; PORTION OF OR 848/568, 
STARTING AT NE CORNER OF E 112 OF U 
112 OF W 112 OF SE 1/4 OF SE 114 

START AT NE CORNER OF E 1/2 OF E 1/2 
OF W 1/2 OF SE 114 OF SE 114 

ATNE CORNER OF W 1/2 OF E 1/2 OF W 
1/2 OF SE 1/4 OF SE 1/4 

STARTING AT NE CORNER OF E 1/2 OF E 
1/2 OF E 1/2 OF SE 1/4 OF SE 114 

112 OF SE 114 OF SE 114 

START AT NE CORNER OF W 112 OF E 1/2 
OF E 1/2 OF SE 114 OF SE 114 

TRACT €3, BLK 1, BLK 3 ,  VILLAGE VAN 
GOGH, PB 2416; S 10’ OF OR 827/205; W 10 
OF OR 1079/553 

Page B- 

TR STOUT, DOUGLAS AND LEVY (FL) 2 1 -Oct-04 9 1 1 733 01-17S-16E; PORTION OF OR 7571777, 
SUSAN STOUT 

TR DAN’S MOBILE PARK, LEVY (FL) 21-0ct-04 91 1 730 01-17S-16E; PART OF OR 4221753 START 
mc. 

TR HARRISON, JOHNNY LEVY (FL) 21-Oct-04 911 724 01-17S-16E; PORTION OF OR 6321990, 
ANDREW 

TR STOUT, DOUGLAS AND LEVY (FL) 2 1 -0ct-04 9 1 1 739 01-17S-16E; S 10’ OF W 112 OF E 112 OF W 
SUSAN STOUT 

JOY CSEH 
TR CSEH, MICHAEL AND LEVY (FL) 21-0ct-04 911 727 01-17S-16E; PORTION OF OR 642/677, 

TR HERNANDO COUNTY HERNANDO 27-Oct-04 1920 1712 09-23S-18E~10-235-18E;15-23S-lSE;S 10’ OI 
BOARD OF COUNTY (FL) 
COMMISSIONERS 

D=Deed; TR=Transmission Easement; EA=Easement 
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EX-4 Page 78 o f 8 t  

45th Supplemental Indenture - Exhibit B 
August 1,2004-May 1 , 2005 

SECTION-TOWNSHIP-RANGE 
DOC TYPE GRANTOR COUNTY/ST REC/DATE BOOK PAGE WITH DESCRIPTION 
TR HEWANDO COUNTY HERNANDO 27-Oct-04 1920 1709 09-23S-18E; ACROSS E PORTION OF 

BOARD (FL) DRAINAGE RETENTION, BLK 1, HOLLANC 
OF COUNTY 
COMMISSIONERS 19/50 

SPRING INDWSTIUAL PARK UNIT 1, PB 

TR MOORE, BARRY L. LEVY (FL) 08-NOV-04 914 937 01-17S-16E; STARTATNE CORNER OF W 
112 OF W 1/2 OF W 1/2 OF SE 1/4 OF SE 1/4 

m KULANGAUS, INC. MARION ~O-NOV-O~ 3869 664 26-1 6S-20E; PORTION OF OR 33461970 
(FL) 

CORPORATION (FL) 

COMPLEX TWO HUNDRED, LOT 1 

B, PART OF OR 1341136, S 1/2 OF SEC 30; 
SW 1/4 OF SEC 29; NE 1/4 OF SEC 31 

TR GEORGIA PACIFIC LIBERTY 1 0-NOV-04 149 593 29-0 lN-05W;30-01N-O5W;3 1 -01N-05W; M & 

m HELLWEG, ROBERT MARION IO-N0v-04 3869 659 26-16S-20E; PORTION OF OR 143011013, 
AND JACQUELINE A. (FL) STARTING AT INTERSECTION OF N 
HELLWIG BOUNDARY OF COMPLEX TWO 

HUNDRED, PB X/53 
TR TALQUIN ELECTRIC LIBERTY 10-NOV-04 149 587 31-01N-05W; M & B, PART OF TALQUIN 

COOPERATIVE, INC. (FL) ELEC COOP SUBSTATION, NE 1/4 
TR HOSFORD, JOYCE LIBERTY 1 0-NOV-04 149 582 05-01S-05W; M & B, S 1/2 OF SEC 5 

SUMMERS; KITTE (FL) 
HOSFORD CARTER 

TR STOKES, JR., BERYL N. LAKE (FL) 16-NOV-04 2698 1537 06-235-25E; PORTION OF OR 903/330, 
GROVELAND FARMS, 'TRACT 25 & 26, PB 
2/10 

GROVELAND FARMS, TRACTS 25 & 26, PE 
TR FISHBACK, SHIRLEY LAKE (FL) 1 6-NOV-04 2698 1540 06-23 S-25E; PORTION OF OR 96712 16 1, 

T., PERSONAL 
REPMSENTATIVE OF 211 0 
THE ESTATE OF DAVIS 

TR CW-COACH I, L.L.C. HERNANDO 24-NOV-04 1933 1509 10-23S-18E; PART OF TRACT E BLK I ,  
(FL) SILVERTHORN PHASE 1,  PB 28/36 

TR VA DEVELOPMENT, HERNANDO OS-Dec-04 1939 93 15-23S-18E; M & B, W 10' OF OR 132211410, 
INC (FL) COMMENCE AT NE CORNER OF SEC 

D=Deed; TR-Transmission Easement; EA=Easement Page B- 
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SX-4 Page ‘ /Y  of 8Z 

45th Supplemental Indenture - Exhibit B 
August I, 2004-May 1,2005 

SECTION-TOWNSHIP-RANGE 
)OC TYPE GRANTOR COUNTY/ST REC/ DATE BOOK PAGE WITH DESCRIPTION 
TR ROWAN, JR., GEORGE GADSDEN 12-Dec-04 601 1779 33-03N-OSW; M & B, COMMENCE AT SW 

W. (FL) CORNER OF SEC LYING W OF HANNA 

rR SMILEY, WILLIAM L. GADSDEN 13-Dee-04 601 1744 21-03N-05W; M & B, PORTION OF TRACT B 
AND CONSTANCE J. (FL) & D ATWOOD WOODS MINOR 
SMILEY SUBDTVISION, COMMENCE AT NE 

CORNER OF SEC 

COMMENCE AT W 1/4 CORNER OF SEC 
R MORNINGSTAR GADSDEN 13-Dec-04 601 1754 21-03N-05W; M & B, COMMENCE AT SE 

rR HERS, DONNA J. GADSDEN 13-Dee-04 601 1749 21-02N-05W; M & B, PRTION OF OR 5921103 
(FL) 

MISSIONARY (FL) CORNER OF SEC 
BAPTIST CHURCH 

rR SMITH, PAULINE F. GADSDEN 13-Dec-04 601 1764 34-03N-05W; M & B, COMMENCE AT NW 

TR MILLER, DELBERT GADSDEN 13-Dec-04 601 1774 21-03N-05W; M & B, PORTION OF 
(FL) CORNER OF SEC 

(FL) TIMBEWAND SUBDIVISION, COMMENCE 
AT SE CORNER OF SEC 

114 OF SEC, DB 3961639 

75 l/217, COMMENCE AT NE CORNER OF P 
112 OF W 112 OF E 112 OF SE 1/4 OF SE 1/4 
OF SEC; AND COMMENCE AT CORNER OF 
E 1/2 OF W 1/2 OF E 1/2 OF SE 114 OF SE 1/4 

TR FLETCHER GROVES, POLK (FL) 13-Dec-04 601 6 964 35-28S-27E; M & B, S 1/2 OF NW 114 OF NW 
INC. 

NELIA GAY 
rR CRXCHTON, BRUCE; LEVY (FL) 13-Dec-04 919 770 01-17S-16E; M & B, PORTION OF OR 

IX US.  AGRI-CHEMICALS POLK (FL) 13 -Dec-04 60 1 6 958 05-32-S-25E; 06-32-S-25E; 32-3 1-S-25E; M & 
CORPORATION B, COMMENCE AT NW CORNER OF SEC 5 

TR SMITH, PAULINE F. GADSDEN 13-Dec-04 601 1769 27-03N-05W; M & €3, COMMENCE AT SW 

rR FINKLEY, LULA MAE GADSDEN 13-Dec-04 601 1759 21-03N-05W; M & B, PORTION OF OR 
(FL) CORNER OF SEC 

MOORE; RANDALL (FL) 467/1442, COMMENCE AT E 1/4 CORNER 
DENOID BASS OF SEC 

~ ~~ ~ 

D=Deed; TR=Transmission Easement; EA=Easement Page B- 
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45th Supplemental Indenture - Exhibit €3 
August 1,2004-May 1,2005 

SECTION-TOWNSHIP-RANGE 
DOC TYPE GRANTOR COUNTY/ST REC/ DATE BOOK PAGE WITH DESCRIPTION 
TR WIN-ULMERTON, LTD., PINELLAS 34-Dec-04 14001 330 03-30s-15E; M & B, E 165’ OF SW 1/4 OF SE 1/4 

A FLORIDA LIMITED (FL) 
PARTNERSHIP BY 

INC. (FL) 
TR ST. JOE TIMBERLAND LIBERTY 20-Dec-04 150 392 04-01S-05W;05-01S-05W;08-01S-05W;09-01S-05W; 

17-01 S-05W; 18-01 S-O5W;3 1-0lN-05W;32-01N-O5W;33- 
01N-05W; M & B, SEVERAL PARCELS, SEE IMAGE 

COMPANY OF (FL) 
DELAWARE, LLC., A 
DELAWARE LMTED 
LIAl3ILITY COMPANY 

INC. (FL) 1235/161, LOT 3 HOLLAND SPRING COMMERCIAL 
TR SUN TRUST BANK, HERNANDO 21-Dec-04 1945 1907 15-23s-18E; M & B, ACROSS W PORTION OF OR 

AND REBA E. MILLER, (FL) 
TRUSTEES 1 9/5 0 

HOLLAND SPRING INDUSTRIAL PARK, UNIT 1, PI3 

TR GIRARD, WILLIAM T. VOLUSIA 21-D~c-04 5460 3487 35-15S-29E; 38-16S-29E; EASEMENT BOUNDED BY 
LOTS 1-2, BLK 22, LOTS 7-8, ELK 24 AND CARL ST AND JAMS V. GIRARD (FL) 
BEING BOUNDED BY LOTS 6 & 8, BLK 24, LOTS 1, 
3 ,5  & 7, BLK 23 IN DELEON SPRINGS 
SUBDNISION, MB 1/13 1 

TR HATTAWAY, ROBERT ORANGE 28-Dec-04 7754 1588 34-20s-28E; DOCUMENT IS A DEED WITH 
T. (FL) RESERVED TRANSMISSION EASEMENT AND 

ACCESS EASEMENT 
TR ANCHOR MARION 11-Jan-05 3922 359 35-165-20E; M & B, COMMENCE AT INTERSECTION 

INVESTMENT (FL) OF E BOUNDARY OF NW 114 OF SEC 
CORPORATION OF 

TR WARD, MARY L., AKA GADSDEN 11-Jan-05 603 1561 09-02N-05W; M & B, PORTIONS OF OR 5 16/1281, 

TR VALENTINO, JOHN M. CITRUS 11-Jan-05 1804 1007 16-17S-18E;10-17S-1XE; PORTION OF OR 1464/2328, P 
40’ OF LOT 1, BLK 260, CITRUS SPRINGS UNIT 3, PE 

LYNN WARD (FL) LYIN IN S 1/2 OF SEC 

AND KATHLEEN H. (FL) 
VALENTINO 5’116 
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EX-4 Page 81 of 8E 

45th Supplemental Indenture - Exhibit B 
August 1,2004-May 1,2005 

SECTION-TO WNSHIP-RANGE 
DOC TYPE GRANTOR COUNTYiST RECiDATE BOOK PAGE WITH DESCRIPTION 
TR HOPPER, ROSA MUEU, GADSDEN 11-Jan-05 603 1569 09-02N-05W; M & B, PORTIONS OF OR 

TR POWER, ROBERT C. AND CITRUS (FL) 11-Jan-05 1804 101 1 16-17s-18E; 10-17s-18E; PORTION OF OR 
AKA R, MURL HOPPER (FL) 

JOYCE L. POWER 

405/821, LYING IN S 1/2, AND IN SW 114 

425/226, N 40’ OF LOT 8, BLK 260, 
CITRUS SPRINGS UNIT 3. PB 511 16 

TR BLACK, BILLY B. AND CITRUS (FL) 11-Jan-05 1804 1021 15-17S-17E; M & B, PORTIUN OF OR 
WANDA I. CALLAWAY 1392/1064 STAT AT NW CORNER OF E 

1/2 OF N E  1/4 

1459/2211, N 40’ OF LOT 13, BLK 261, 
CITRUS SPRINGS UNIT 3, PB 5/116 

TR ALCANTARA, DION CITRUS (FL) 11-Jan-05 1804 1025 16-17S-18E;l0-17S-l8E; PORTION OF OR 
1766/1950, N 40’’ LOT 5,  BLK 270, CITRU5 
SPRINGS UNIT 3, PB 5/116 

TR INGRAHAM, JR., VIVAL CITRUS (FL) 11-Jan-05 1804 1015 14-175-17E; 15-17s-17E; M & B, PORTION 

TR SMITH, DORA W. CITRUS (FL) 11-Jan-05 1804 1029 16-17s-18E; 10-17s-18E; PORTION OF OR 

AND JENNIFER 
ALCANTAM 

AND HELEN D. 
INGRAHAM 

OF OR 1403/1400, COSTA * SON INC., PB 
5/59; AND PORTION OF OR 1235/1760, 
START AT NE CORNER 

TR ELVIRETTA HERNANDO 12-Jan-05 1957 1067 15-23s-18E; M & B, W 10’ OF OR 685/721, 

r R  BOYD INDUSTRIES, HERNANDO 12-Jan-05 1957 1063 22-23s-18E; M & B, 2 STRIPS LYING IN 
CORPORATION (FL) COMMENCE IN NE COWER OF SEC 

INC., A FLORIDA (FL) LOT I, BLK 4, HOLLAND SPRING 
ComowxroN 

MARY ANN BARNES 

INDUSTRZAL PARK, UNIT 1, PI3 19/50 

NW 1/4 OF SW 1/4; TRACT B, THEN 
561.58’ OF W 250’ OF SW 1/4 OF NW 114 

TR BARNES, JOHN P., AND POLK (FL) 14-Jan05 6053 849 15-29S-27E; M & B; SW 114 OF NW 1/4 OF 

TR LONG, MICHAEL; GADSDEN 24-Jan-05 604 842 28-03N-05W; M & B, PART OF LOT 3 
FERRILY LUNG (FL) HARDAWAY FARMS MINOR, 

COMMENCE AT NE CORNER 

OF DB 80/234, COMMENCE AT N 1/4 
TR TOLAR, GERALD B. AS GADSDEN 24-Jan-05 604 836 09-02N-O5W;16-02N-O5W; M & B, PART 

ATTORNEY IN FACT (FL) 
FOR CECIL F. TOLAR; CORNER 
MARVIN D. TOLAR 

D=Deed; TR=Transmission Easement; EA=Easement Page B-’ 
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EX-4 

45th Supplemental Indenture - Exhibit B 
August 1,2004-May 1,2005 

Page 82 of 8E 

SECTION-TOWNSHIP-RANGE 
DOC TYPE GRANTOR COUNTY/ST REC/ DATE BOOK PAGE WITH DESCRIPTION 
TR HOPPER, ROSA MURL, GADSDEN 24-Jan-05 604 828 09-02N-05W;M & B, OR 405/821 LYTNG TN 

AKA R. MURL HOPPER (FL) PORTION OF SW 11'4 OF NE 1/4; AND 
PORTION OF S 1/2 

-rR THOMAS, KING JAMES GADSDEN 24-Jan-05 604 822 21-02N-05W; M & B, PORTION OF OR 
AND EZIE BATES (FL) 4351590, STARTING A NW CORNER 
THOMAS, 
INDIVIDUALLY AND 
AS THE SOLE 
SURVIVING HEIR OF 
WILLY JAMES 
THOMAS 

rR THOMAS, KEVIN GADSDEN 24-Jan-05 604 817 04-02N-05W; M & B, PORTION OF S 1/2 OF 

m UGLARIK, JOHN CITRUS 25-Jan-05 1809 917 10-17S-18E~16-17S-18E~PORTION OF OR 
(FL) 57&/48 1, N 40' OF LOT 2, BLK 270, CITRUS 

SPRINGS UNIT 3, PI3 51 1 16 

1481/1856, N 40' OF LOTS 9-1 1, BLK 270, 
CITRUS SPRINGS UNIT 3, PB 511 16 

INDUSTRIAL PARK UNIT 1, LOT 2, BLK 4, 

TR BRITTO, ANGELA CITRUS 25-Jan-05 1809 909 16-17S-18E;10-17S-18E;PORTION OF OR 
(FL) 

TR WITHLACOOCHEE HERNANDO 26-Jan-05 1963 159 1 22-23 S-l8E; HOLLAND SPFSNG 
RIVER ELECTRIC (FL) 
COOPERATIVE, INC., A PB 19/50 
FLORIDA COW. 

TR STEFUNG HILL HERNANDO 26-Jan-05 1963 1594 09-23S-18E;15-23S-l8E; M & B, S 10' OF OR 
COMMUNITY (FL) 685/721, BEGIN AT SE CORNER OF LOT 1, 
DEVELOPMENT BLK 6 VILLAGE VAN GOGH, PB 24/5; AND 
DISTRICT BEGIN AT SE CORNER OF W 1/2 OF SEC 1 C  

INC. (FL) 1610/232, BEGIN AT INTERSECTION OF S 
TR SUN TRUST BANK, MARION 27-Jan-05 3934 1941 26-16s-20E; M & B, PORTION OF OR 

BOUNDARY OF SE 1/4 

36721950, BEGIN AT INTERSECTION OF N 
BOUNDARY OF SW 114 

TR MARTON CENTER, INC. MARION 27-Jan-05 3934 1935 35-165-20E; M & €3, PORTION OF OR 
(FL) 

TR BRYANT, STERLING A., GADSDEN 21-Feb-05 606 605 34-03N-05W; M & B, PORTION OF OR 
AND ROSE MANE (FL) 344/1031 & 344/1033, BEGIN AT NW 
BRYANT CORNER OF SEC 

D =D eed ; TR-Transmis s ion E as ement ; EA=E as ement Page B- 
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45th Supplemental Indenture - Exhibit B 
August I ,  2004-May 1,2005 

Page 83 of 88 

SECT1 ON-TO WNSHIP-RANGE 
OC TYPE GRANTOR COUNTY/ST RECI DATE BOOK PAGE WITH DESCRIPTION 
R VERONICA LAMER AKA GADSDEN 21 -Feb-05 606 61 1 33-03N-05W;34-03N-O5W; M & E, PORTION 

VERONICA B. LANER (FL) OF OR 368/62, BEGIN AT NE CORNER OF 

R SNOW, SARAH GADSDEN 21-Feb-05 606 6 16 16-02N-05 W; M & B, PORTION OF OR 
333/871, MAP OF GREENSBORO, PB 1/127, 
BEGIN AT SW CORNER OF SEC , SE 1/4 OF 
NW 1/4 

LOT 33, BLK 254, CITRUS SPRTNS UNIT 3, 
PB Y116 

R GIAMPA, SALVATORE I. CITRUS 22-Feb-05 1819 2412 16-17s-18E; PART OF OR 586/268, N 40’ OF 
LOT 6,  BLK 271, CITRUS SPRINGS UNIT 3, 

(FL) 

R WITHSTANDLEY, CITRUS 22-Feb-OS 18 19 2408 16- 17s- 18E; PART OF OR 1085/55 I ,  N 40’ OF 
KENNETH R. (FL) 

(FL) 

R NEW VISTA CITRUS 22-Feb-05 18 19 2420 16-1 7s- 18E;PORTION OF OR 1 102/1285, N 
PROPERTIES, INC., A (FL) 
FLORIDA UNIT 3, PB Y116 
CORPORATION 

40’ OF LOT 1, BLK 275, CITRUS SPRINGS 

’R TOMPETMNI, PHILLIP P. CITRUS 22-Feb-05 1819 2416 16-17S-18E; PORTION OF OR 915A 109, N 40 
OF LOT 2 BLK 261, CITRUS SPRINGS UNIT 
3, PB 511 16 

257212064, BEGIN AT INTERSECTION OF S 
BOUNDARY OF TRACT A, REPLAT OF 
GEORGE M. BRIZSSLER SUBDTVISION, PB 
11/12; AND INTERSECTION OF TRACT 46, 
GROVELAND FARMS, PB 2/10 

rR CRUMMEY, KITTY A., DIXIE (FL) 24-Feb-05 321 381 25-09s-13E; E lo’ OF LOT 39, SUWANNEE 
RIVER HIGHLANDS, PB 1/78 

(FL) 

R LINCOLN TRUST LAKE (FL) 23-Feb-05 2764 1006 19-22s-25E; M & B, PORTION OF OR 
COMPANY, 
TRUSTEE FBO JAMES 
LAWRENCE GISSY 

INDIVIDUALLY AND AS 
PERSONAL 
REPRESENTATIVE OF 
THE ESTATE OF 
VERNON A. CRUMMEY 

]=Deed; TR=Transmission Easement; EA=Easement Page B-’ 
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EX-4 

45th Supplemental Indenture - Exhibit B 
August 1,2004-May 1,2005 

Page 84 of 8E 

SECTION-TOWNSHIP-RANGE 
DOC TYPE GRANTOR COUNTY/ST RECi DATE BOOK PAGE WITH DESCRIPTION 
rR CRUMMEY, KITTY A., DIXIE (FL) 24-Feb-05 321 384 25-09S-13E;36-09S-l3E; W 10’ OF LOTS 15 

INDIVIDUALLY AND AS 
PERSONAL 
REPRESENTATIVE OF 
THE ESTATE OF VERNON 

& 16, MAJESTIC OAKS, PB 1/179 

TR GILMOE, ALAN AND PASCO (FL) 07-MU-05 6258 436 03-26S-21E; M & By PORTION OF OR 
BERTHA GILMORE 4536/1758, BEGIN AT E CORNER OF LOT 

13, LAURELWOOD AT SILVER OAKS 
PHASE lA, PB 30/51 

4378/1349, BEGIN AT SW CORNER OF 
LOT 6, LAURELWOOD AT SILVER 
OAKS, PB 32/110 

IR TAYLOR, CLARENCE PASCO (FL) 07-Ma-05 6258 440 03-26S-21E; M & By PORTION OF OR 
EDWARD 

TR BRYANT, STERLING A., GADSDEN 07-Mar-05 607 216 34-03N-05W; M & B, PORTION OF OR 
AND ROSE MARIE (FL) 366/1230, BEGIN AT NW CORNER OF 
BRYANT; VERONICA SEC 
LANIER AKA VERONICA 
B. LANIER 

TR VAN NESS, THOMAS M. CITRUS 08-Mar-05 1825 554 17-17S-17E; M & By PORTION OF OR 
AND PATRICIA A. VAN (FL) 836/723, START AT NW CORNER OF SEC 

rR LEWIS, SHANNON PASCO (FL) 21-Mar-05 6278 307 04-26S-21E; M & B, PORTION OF OR 
5567/642, TRACT 124, ZEPHYRKILLS 
COLONY CO. PI3 1/55, START AT SE 
CORNER OF SW 1/4 

TR KRETSCHMANN, CITRUS 24-Mar-05 1832 13 16-17s-18E; PART OF OR 551/535, N 40’ 
HILDEGARD (FL) OF LOT I,  BLR 266, CITRUS SPRINGS 

UNIT 3. PB 5/116 
TR BAGGETT, JUDSON 8. PASCO (FL) 04-Apr-05 6303 1512 02-24S-21E; PART OF OR 857/508, W 10’ 

AND LINDA K. BAGGETT OF E 25’ OF TRACT 23, ZEPHYRHILLS 
COLONY COMPANY LANDS, PB 1/55 

5532/577, START AT NE CORNER OF 
TRACT 6, ZEPHYRHILLS COLONY 
COMPANY LANDS, PB 1/55 

TR RYMAN, KEVIN L. AND PASCO (FL) 04-Apr-05 6303 1507 02-26s-21E; M & B, PART OF OR 
TAMMY L. RYMAN; 
NELSON L. RYMAN AND 
DOTTIE A. RYMAN 

D=Deed; TR=Transmission Easement; EA=Easement Page B-lt 
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EX-4 

45th Supplemental Indenture - Exhibit B 
August 1,2004-May 1,2005 

Page 8 5  of88 

SECTION-TOWNSHIP-RANGE 
DOC TYPE GRANTOR COUNTY/ST RECiDATE BOOK PAGE WITH DESCRIPTION 
TR BAHR, RANDALL K. PASCO 04-Apr-05 6303 1502 03-26s-21E; M & B, PART OF OR 58451312, 

BEGIN AT INTERSECTION OF E ROW OF FORT 
KING RD AND S ROW OF EILAND BLVD, 
SEPHYRHILLS BYPASS W IN SE 1/4 

AND SUZANNE P. (FL) 
BAHR; MARTY R. 
M O N B A W N  AND 
C A W  F. 
MONBARREN 

m THOMAS, DEAN S .  PASCO 04-Apr-05 6303 2498 04-26s-21E; M & B, PART OF OR 603311658, 
BEGIN AT SE CORNER OF SE 1/4 

TR LIKINS, LINDA D.; PASCO 04-Apr-05 6303 1313 04-26s-21E; M & E, PART OF OR 5936/1873, 
START AT SE CORNER OF SE 1/4 OF SEC 

rR HICKEY, NEIL A.; PASCO 04-Apr-05 6303 1317 03-26s-21E; M & B, PART OF OR 6121/783, 

(FL) 

GLORIA J. ACCIARD (FL) 

OSGOOD, RODERICK (FL) BEGIN AT SE CORNER OF LOT 5, 
LAURELWOOD AT SILVER OAKS, PB 32/110 

START AT NE CORNER OF TRACT 56, 
ZEPHYRHILLS COLONY COMPANY LANDS, 

.rR DAUGHTER3Y ROAD PASCO 04-Apr-05 6303 1309 02-26s-21E; M & B, PART OF OR 5846/1I66, 
PROFESSIONAL (FL) 
CENTER I11 
LANDOWNERS PB 1/55 
ASSOCIATION, INC. 

TR MUTHIG, GARY, W. PASCO 04-Apr-05 6303 1305 03-26s-21E; M & B, PART OF OR 5712/854, 
START AT SE CORNER OF LOT 14, SILVER 
OAKS PHASE lA, PB 30/51, SAID POINT LYINC 
ON THE N ROW OF EILAND BLVD, MAP 
TITLED ZEPHYRHILLS BYPASS W 

TR FOURNIER, CHARLES PASCO 04-Apr-05 6303 1301 03-26s-21E; M & B, PART OF OR 44641506, 
BEGIN AT SE CORNER OF LOT 15, SILVER 
OAKS PHASE lA, PB 30/51, POINT LYING ON P 
ROW CURVE OF EILAND BLVD, MAP TITLED 
ZEPHYRHILLS BYPASS W 

BEGIN AT SE COWER OF TRACT A, SILVER 
OAKS, PHASE lA, PB 30/51, SAID POINT 
LYING ON N ROW OF EILAND BLVD, MAP 
TITLED ZEPHYRHILLS BYPASS W 

AND PHYLLIS E, (FL) 
MUTHIG 

D. AND VALERIE A. (FL) 
FOURNIER 

TR ZMTAS, AlUS AND PASCO 04-Apr-05 6303 1297 03-26s-21E; M & B, PART OF OR 3669/1592, 
GLORIA J. ZIATAS (FL) 

D=Deed; TR=Transmission Easement; EA=Easement Page B-1 
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EX-4 

45th Supplemental Indenture - Exhibit B 
August 1,2004-May I,  2005 

Page 86 of 88 

SECTION-TO WNSHIP-RANGE 
WITH DESCRIPTION DOC TYPE GRANTOR COUNTYBT REC/DATE BOOK PAGE 

TR HOME THEATRE OF PASCO 04-Apr-05 6303 1293 02-26s-21E; PART OF OR 4805/1997, W 10’ 
OF E 25’ LESS N 200’ OF TRACT 10, 
ZEPHYRHILLS COLONY COMPANY 
LANDS,PB 1/55 

TR WREGG, KENNETH H. PASCO 04-Apr-05 6303 1516 M & By PART OF OR 3754/523, START AT 
INTERSECTION OF W BOUNDARY OF E 1/L 
OF SEC, AND N ROW OF ZEPHYRHILLS 
BYPASS 

TR BURDGE, CHRISTOPHER PASCO 04-Apr-05 6303 1527 05-26s-21E; M & B, PCLS A & B, PART OF 
OR 4009/11, ALSO PART OF TRACTS 116, 
125 & 126, ZEPHYRHILLS COLONY 
COMPANY, PB 1/55; PCLS C & D, PART OF 
OR 4221/1903, ALSO PART OF TRACTS 102, 
107,108 & 117, ZEPHYRHILLS COLONY 
COMPANY, PB 1/55; 

OFM E 25’ OF N 100’ OF OF TRACT 26, 
ZEPHYRHILLS COLONY COMPANY 
LANDS, PB 1/55; AND PART OF OR 
5402/148, W 10’ OF E 25’ LESS N 100’ OF 
TRACT 26, ZEPHYRHILLS COLONY 
COMPANY LANDS, PB 1/55 

ZEPHYRHILLS, INC. (FL) 

AND MARCIA L. Wl2EGG (FL) 

(FL) 

TR RYMAN, KEVIN L. AND PASCO 04-Apr-05 6303 1521 02-26s-22E; PART OF OR 4895/1018, W 10’ 
TAMMY L. RYMAN (FL) 

TR LANE, TIMOTHY 0. AND GADSDEN 04-Apr-05 608 1716 21-02N-05W; M & B, PART OF OR 1721476, 

m CITONY DEVELOPMENT CITRUS 04-Apr-05 1836 1659 16-17s-18E; PART OF OR 963/1835, TRACT 
BERNICE A. LANE (FL) START AT NW CORNER OF SEC 

COW., A FLORIDA (FL) 
cow. 

C, CITRUS SPRINGS UNIT 3, PB 5/116 

TR DEUTSCW, CAROL CITRUS 04-Apr-05 1836 1653 16-17s-18E; PART OF OR 776/1191, N 40’ OF 
LOT 4, BLK 271, CITRUS SPRINGS UNIT 3, 
PB 5 4  16; AND PART OF OR 776/1192, N 40’ 
OF LOT 5, BLK 271, CITRUS SPRINGS UNIT 
3, PB 5/116 

OF E 25’ OF N 200’ OF TRACT 10, 
ZEPHYRHILLS COLONY COMPANY 
LANDS SUBDIVISION, PB 1/55 

MERDLER (FL) 

TR CITY OF ZEPHYRHILLS PASCO 20-Apr-05 6329 1601 02-26s-21E; PART OF OR 3534/1069, W 10’ 
(FL) 

D=Deed; TR=Transmission Easement; EA=Easement Page B-1: 
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5x-4 

45th Supplemental Indenture - Exhibit B 
August 1,2004-May I, 2005 

Page 87 of 8E 

SECTION-TOWNSHIP-RANGE 
IOC TYPE GRANTOR COUNTY/ST REC/DATE BOOK PAGE WITH DESCRIPTION 
rR EILAND WOODS, lNC. PASCO (FL) 20-Apr-05 6329 1597 04-26s-21EM & B, PART OF OR 3935/1335, 

3 DOUGLAS J. SCHOLD ORANGE (FL) 22-Mar-05 7883 1974 33-245-30E; THE NORTH 1/2 OF THE 
START AT CORNER OF SE 1/4 OF SEC 4 

AND BRENDA L. 
SCHOLD 

NORTH 1/2 OF THE EAST 1/2 OF THE 
NORTHWEST 1/4 OF THE NORTHWEST 
1/4 OF SEC 33 

3 CHAUES JAMES HIGHLANDS 1 -Dec-04 1807 3 30-36S-30E; THE SOUTH HALF OF TJ3E 
WILSON (W 
I11 AND DOREEN 
WILSON 

SOUTHWEST 114 OF THE NORTHWEST 
1/4 OF THE NORTHWEST 114 AND THE 
SOUTH 1/2 OF THE WESTERLY 3 ACRES 
ALSO DESCRIBED AS THE WESTERLY 
198 FEET OF THE SOUTHEAST 1/4 OF 
THE NORTHWEST 1/4 OF THE 
NORTHWEST 1/4, ALL IN SECTION 30. 

LOTS 36 THROUGH 46, INCLUSIVE, 
BLOCK 2, DAVIS PARK SIXTEENTH 
ADDITION TO ORANGE CITY, A 
SUBDIVISION ACCORDING TO MAP IN 
MAP BOOK 7, PAGE 68 OF THE PUBLIC 
RECORDS OF VOLUSIA CO., FL. 

D GLENN ALLEN VOLUSIA (FL) 25-0ct-04 5424 1964 LOTS 11 THROUGH 23, INCLUSIVE, AND 
SUTTON AND 
ANN TRACY SUTTON 
AS 
CO-TRUSTEES OF 
THE 
GLENN ALLEN 
SUTTON 
REVOCABLE TRUST 
U/A 
DATED 11/15/1993 

D KARL F. SCHILLER VOLUSL4 (FL) 25-Oct-04 5424 1989 LOTS 24 THROUGH 28, INCLUSIVE, 
BLOCK 2, DAVIS PARK SIXTEENTH 
ADDITION TO ORANGE CITY, A 
SUBDIVISION ACCORDING TO MAP IN 
MAP BOOK 7, PAGE 68 OF THE PUBLIC 
RECORDS OF VOLUSIA CO., FL 

BLOCK 2, DAVIS PARK SIXTEENTH 
ADDITION TO ORANGE CITY, A 
SUBDIVISION ACCORDING TO MAP IN 
MAP BOOK 7, PAGE 68 OF THE PUBLIC 
RECORDS OF VOLUSIA CO., FL. 

D AZMI M. IDEIS VOLUSIA (FL) 25-0ct-04 5424 1987 LOTS 29 THROUGH 33, INCLUSIVE, 

D=Deed; TR=Transmission Easement; EAXEasement Page B- 1: 
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:x-4 Page 88 of 85 

45th Supplemental Indenture - Exhbit €3 
August 1,2004-May 1,2005 

SECTION-TO WNSHIP-RANGE 
IOC TYPE GRANTOR COUNTY/ST REUDATE BOOK PAGE WITH DESCRIPTION 
1 BARBARA FRENDEN VOLUSIA 1 5-NOV-04 543 6 867 LOTS 1 THROUGH 10, INCLUSIVE, BLOCK 

AND DONALD P. (FL) 2, DAVIS PARK SIXTEENTH ADDITION TO 
CURTIS ORANGE CITY, A SUBDIVISION 

ACCORDING TO MAP IN MAP BOOK 7, 
PAGE 68 OF THE PUBLIC RECORDS OF 
VOLUSIA CO., FL. 

1 MARY BOOMERSHINE VOLUSIA 3 -Dec-04 5448 1050 LOTS 34 THROUGH 35, INCLUSIVE, 
BLOCK 2, DAVIS PARK SIXTEENTH 
ADDITION TO ORANGE CITY, A 
SUBDIVISION ACCORDING TO MAP IN 
MAP BOOK 7, PAGE 68 OF THE PUBLIC 
RECORDS OF VOLUSIA CO., FL. 

(FL) 

1 ST. JOE TIMBERLAND LIBERTY 13-Jan-05 150 468 18-01s-OSW; SW CORNER OF SEC 18 W OF 
SEC 18 N OF RIGHT-OF-WAY LINE OF 
STATE ROAD 20. SUBJECT TO 100’ WIDE 
POWER LINE EASEMENT DESCRIBED IN 
OR BOOK 38, PG 604 PUBLIC RECORDS OF 
LIBERTY CO., FL. 

COMPANY OF (FL) 
DELAWARE, LLC. 

:A REEDY CREEK ORANGE 19-Jan-05 7785 4715 lo’ WIDE STRIP OF LAND LYING IN SEC 
IMPROVEMENT (FL) 21, TWNSHIP 24S, RANGE 27E; AND BEINC 
DISTRICT 5’ EACH SIDE OF CENTERLINE 

COMMENCING AT NE CORNER OF SEC 21 
RUN ALONG NORTH LINE OF NW 1/4 OF 
SEC 21. 

3A REEDY CREEK ORANGE 19-Jan-05 7785 4725 A PARCEL OF LAND LYING IN SEC 21, 
IMPROVEMENT (FL) TWNSHIP 24S, RANGE 27E, COMMENCING 
DISTRICT AT NW CORNER OF SEC 21, RUN ALONG 

NORTH N E  OF NW 1/4 OF SEC 21. 
D=Deed; TR=Transmission Easement; EA=Easement Page B-1. 
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k r i d a  Power Corporation Page 2 of 52 

Filed Pursuant to Rule 424(b)(5: 
Registration No. 333-10397L 

’rospectus Supplement 
To Prospectus dated April 4,2003) 

$300,000,000 
Florida Power Corporation d/b/a 

Progress Energy Florida, Inc. 
First Mortgage Bonds 
4.50% Series due 2010 

The bonds will mature on June 1,2010. We will pay interest on the bonds on June 1 and December 1 of each year, beginning December 1, 
!005. The bonds will be issued only in denominations of $1,000 and integral multiples of $1,000. We may redeem some or all of the bonds at any 
: h e  at the make-whole redemption price as described in this prospectus supplement under “Certain Terms of the Bonds - Redemption - 
3ptional Redemption.” There is no sinking Eund for the bonds. The bonds are not obligations of, nor guaranteed by, Progress Energy, Inc., our 
Zorporate parent. 

The bonds are secured by the lien of ow mortgage and rank equally with all of our other first mortgage bonds from time to time outstanding. 
f i e  lien of our mortgage is discussed under “Description of First Mortgage Bonds - Ranlung and Security” on page 8 of the accompanying 
prospectus, 

We do not intend to list the bonds on any securities exchange or to include them in any automated quotation system. 

Investing in our bonds involves risks. See “Risk Factors” on page S-6 of this prospectus supplement. 

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of the bonds or 
determined that this prospectus supplement or the accompanying prospectus is accurate or complete. Any representation to the contrary 
is a criminal offense, 

Per Bond Total 

Public offering price( 1) 
Undenvriting discount 
Proceeds to us before expenses( 1) 

99.895% $299,685,000 
0.600% $ 1,800,000 

99.295% $297,885,000 

(1) Plus accrued interest, if any, from May 16,2005, if settlement occurs after that date. 

The bonds are expected tu be delivered in global form through the book-entry delivery system of The Depository Trust Company against 
payment in New York, New York on or about May 16,2005. 

http:l/www.sec.gov/Archives/edgar/data/3 763 7/OOOO95 0 1 4405005444/g94679e424b5 .htm 3/24/200( 



'lorida Power Corporation 

Barclays Capital 

Page 3 of 52 

Joint Book-Running Managers 

Banc of America Securities LLC 
RBS Greenwich Capital 

Calyon Securities (USA) 
Goldman, Sachs & Co. 

The date of this prospectus supplement is May 11,2005 

Wachovia Securities 
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Page 6 of 52 lorida Power Corporation 

ABOUT THIS PROSPECTUS SUPPLEMENT 

This document is in two parts. The first part is this prospectus supplement, which describes the specific terms of the bonds we are offering anc 
:rtain other matters relating to us and OUT financial condition. The second part, the base prospectus, provides more general information about the 
:st mortgage bonds that we may offer from time to time, some of which may not apply to the bonds we are offering hereby. Generally, when we 
fer to the prospectus, we are referring to both parts of this document combined. If the description of the bonds vanes between this prospectus 
tpplement and the accompanying prospectus, you should rely on the information in this prospectus supplement. 

You should rely only on the information contained in this document or to which this document refers you. We have not, and the underwriters 
ive not, authorized anyone to provide you with different information. If anyone provides you with different or inconsistent information, you 
iould not rely on it. We are not making an offer of the bonds in any jurisdiction where an offer or sale of them is not permitted. The infomation 
! this document may only be accurate as of the date of this document. Our business, financial condition, results of operations and prospects may 
we changed since that date. 

Unless we have indicated otherwise, or the context otherwise requires, references in this prospectus supplement to “Florida Power,” “Progress 
nergy Florida,” “we,” “us,” and “our,” or similar terms, are to Florida Power Corporation &/a Progress Energy Florida, Inc. Xn this prospectus 
Ipplement, references to “bonds” are to the First Mortgage Bonds, 4.50% Series, due June 1, 20 10. 

11 
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’lorida Power Corporation Page 7 of 52 

SAFE HARBOR FOR FORWARD-LOOKING STATEMENTS 

We have included in this document, and in the documents incorporated by reference into this document, “forward-looking statements,” as 
lefined by the Private Securities Litigation Reform Act of 1995. We have used the words or phrases such as “anticipate,” “will likely result,” “wil 
;ontime,” “intend,” “may,” “expect,” “believe,” “plan,” “will,” “estimate,” “should” and variations of such words and similar expressions in this 
irospectus and in the documents incorporated by reference to identify such forward-looking statements. Forward-looking statements, by their 
iature, involve estimates, projections, goals, objectives, forecasts, assumptions, risks and uncertainties that could cause actual results or outcomes 
:o differ materially fiom those expressed in such forward-looking statements. All such factors are difficult to predict, contain uncertainties that 
nay materially affect actual results, and may be beyond our control. Many, but not all of the factors that may impact actual results are discussed 
mder the heading “Safe Harbor For Forward-Looking Statements” in the accompanying prospectus and under the heading “Risk Factors” in our 
4mual Report on Form 10-K for the year ended December 3 1,2004, which is incorporated by reference into this document, and under the “Risk 
Factors” section contained in this prospectus supplement. You should carefully read these sections. New factors emerge from time to time, and it 
1s not possible for our management to predict all of such factors or to assess the effect of each such factor on our business. 

Any forward-looking statement speaks only as of the date on which it is made; and, except to fulfill our obligations under the United States 
securities laws, we undertake no obligation to update any such statement to reflect events or circumstances after the date on which it is made. 

s- 1 
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Florida Power Corporation Page 8 of 52 

PROSPECTUS SUPPLEMENT SUMMARY 

The following summary is guallfied in its entirety by the more detailed information appearing elsewhere in this prospectus supplement, 
the accompanying prosp~ctus, and the financial statements and other documents incorporated by reference. You should carefully read the 
“Risk Factors ’’ sections that are cuntained in this prospectus supplement and in our Form IO-K for the year ended December 31, 2004, 
which is incorporated by reference into this document, to determine whether an investment in our bonds is appropriate fur you. 

Progress Energy Florida 

We are a regulated public utility engaged in the generation, transmission, distribution and sale of electricity within an approximately 
20,000 square mile service area covering portions of Florida, including the cities of St. Petersburg and Clearwater, as well as the central 
Florida area surrounding Orlando. 

At March 3 1,2005, we billed approximately 1.6 miIlion customers. For the three months ended March 3 1, 2005, approximately 52% of 
our electric revenues were derived from residential customers, 25% from commercial customers, 9% from wholesale customers, 8% from 
industrial customers and 6% from municipal customers. 

At March 31,2005, we had installed generating capacity of 8,544 megawatts, including approximately 115 megawatts of jointly-owned 
generating capacity, through a system of 14 power plants. Over the twelve months ended March 3 1,2005, our energy supply was comprised 
of 35% coal, 16% gas, 16% nuclear and 12% oil. In addition, for the twelve months ended March 3 1,2005,2 1 % of our energy supply was 
from purchased power. 

s-2 
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Florida Power Corporation Page 9 of 52 

Summary of the Offering 

The following is a brief summary of the terms of this offering. For a more complete description of the terms of the bonds, see “Certain 
Terms of the Bonds” beginning on page S-8 and “Description of First Mortgage Bonds” beginning on page S-13 of this prospectus 
supplement and page 6 of the accompanying prospectus. 

Issuer 

Bonds 

Interest Rate 

Maturity Date 

Interest Payment Dates 

Optional Redemption 

Special Redemption 

Ranking 

Sinking Fund 

Issuance of Additional First Mortgage 
Bonds 

The Trustee 

Florida Power Corporation d/b/a Progress Energy Florida, Inc. The bonds are not obligations of, nor 
guaranteed by, Progress Energy, Inc. 

We are offering $300,000,000 aggregate principal amount of fEst mortgage bonds. 

4.50% per year. 

June 1,2010 

Interest on the bonds will be payable semi-annually in arrears on June 1 and December I, 
commencing December 1, 2005, to holders of record on May 22 and November 21, as applicable. 

We may redeem some or all of the bonds at any time, at our option, at make-whole redemption 
prices as described under “Certain Terms of the Bonds - Redemption - Optional Redemption.” 

Upon the occurrence of specific events, we may redeem the bonds, together with all other 
outstanding first mortgage bonds, in whole, but not in part, as described under “Certain Terms of the 
Bonds - Redemption - Special Redemption.” In the event of a special redemption, the bonds will 
be redeemable at the make-whole redemption prices as described under “Certain Terms of the 
Bonds - Redemption - Optional Redemption.” 

The bonds will be secured by the lien of the Mortgage, as defmed in the accompanying prospectus, 
and will rank equally with all other outstanding first mortgage bonds, See “Description of First 
Mortgage Bonds - Ranking and Security” in the accompanying prospectus. At March 31,2005, we 
had outstanding approximately $1.6 billion in aggregate principal amount of first mortgage bonds. 

There is no sinking fund for the bonds. 

As of March 3 1,2005, we could issue additional first mortgage bonds under the Mortgage in 
amounts equal to approximately (i) $2.3 billion based upon the bondable value of property additions 
($2.0 billion after giving effect to this offering) and (ii) $175.5 million based upon the amount of 
previously authenticated first mortgage bonds that have been cancelled or delivered for cancellation. 

The trustee under the Mortgage is PMorgan Chase Bank, N.A. In the normal course of business, the 
Trustee or its affiliates may, fiom time to time, provide certain commercial banking, investment 
banking, and securities underwriting services to us and our affiliates. 

s-3 
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Further Issues of the Bonds Initially, the bonds will be limited to $300,000,000 in aggregate principal amount. We may, subject 
to the provisions of the Mortgage, “reopen” the bonds and issue additional bonds, without the 
consent of the holders of the bonds. 

Use of Proceeds We expect to use the net proceeds from the sale of the bonds of approximately $296.4 million, after 
deducting offering discounts and estimated offering expenses, to reduce the outstanding balance of 
our notes payable to affiliated companies, whch notes represent our borrowings under an internal 
money pool operated by our parent, Progress Energy, Inc. Upon repayment of ow money pool 
borrowings, Progress Energy, Inc. expects to use those proceeds to reduce its outstanding 
commercial paper balance. For additional information, see “Use of Proceeds.” 

Ratings The bonds are expected to be assigned ratings of “AT’ (stable outlook) by Moody’s Investors 
Service, h c . ,  “BBB” (negative outlook) by Standard & Poor’s Ratings Services and “A-” (stable 
outlook) by Fitch, Inc. A rating reflects only the view of a rating agency and is not a 
recommendation to buy, sell or hold the bonds. Any rating can be revised upward or downward or 
withdrawn at any time by a rating agency if it decides the circumstances warrant that change. 
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Summary Financial Information 

In the table below, we provide you with our summary financial information, The information is only a summary, and you should read it 
together with the financial infomation incorporated by reference in this document. See “Documents Incorporated by Reference” on page S- 
15 of this prospectus supplement and “Where You Can Find More Information” on page 2 of the accompanying prospectus. 

Income Statement Data: 
Operating revenues 
Operating income 
Net interest charges 
Net income 

Total assets 
Total debt(a) 

Ratio of earnings to fued charges(b) 
Capital expenditures 

Balance Sheet Data (end of period): 

Other Data: 

Three Months Ended 
March 31, Year Ended December 31, 

2005 2004 2004 2003 2002 

(Dollars in Millions) 

$ 848 $ 784 $3,525 $3,152 $3,062 
103 618 528 599 

106 91 114 
335 297 325 

89 
32 30 
44 50 

7,663 7,264 7,924 7,280 6,678 
2,536 2,273 2,4? 1 2,3 10 1,955 

4,97x 4 . 9 2 ~  5 . 1 7 ~  5.30x 5 . 2 8 ~  
$ 121 $ 492 $ 526 $ 535 !$ 128 

(a) Includes notes payable to affiliated companies, which totaled approximately $479 million, $84 million, $178 million, $363 million and 
$237 million at March 3 1,2005 and 2004, and December 3 1,2004, 2003 and 2002 respectively+ Notes payable to affiliated companies 
represents our net position kom our participation in an internal money pool operated by our parent, Progress Energy, Inc. 

(b) Ratios for the periods ended March 3 1 represent the ratios for the twelve-month periods ending on those dates. We define “earnings” as 
income before income taxes plus fixed charges and “fixed charges” as the sum of interest on long-term debt, other interest and 
amortization of debt discount and expense. 
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RISK FACTORS 

Investing in our securities involves risks that could affect us and our business as well as the energy industry generally. Please see the risk 
‘actors described in our Annual Report on Form 10-K for the year ended December 3 I ,  2004, which is incorporated by reference into this 
locument. Much of the business information as well as the financial and operational data contained in our risk factors is updated in our periodic 
eports, which are also incorporated by reference into this document. Although we have tried to discuss key factors, please be aware that other 
isks may prove to be important in the future. New risks may emerge at any time and we cannot predict such risks or estimate the extent to which 
hey may affect our fmancial performance. Before purchasing our securities, you should carefully consider the risks discussed in our Annual 
teport on Form 10-K for the year ended December 3 1,2004 and the other information in this prospectus supplement and the accompanying 
rospectus, as well as the documents incorporated by reference herein. Each of the risks described could result in a decrease in the value of our 
iecurities and your investment therein. 
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CAPITALIZATION AND SHORT-TERM DEBT 

The following table sets forth our actual and adjusted capitalization and short-term debt as of March 3 1,2005. The as adjusted amounts reflec- 
the receipt of net proceeds from the sale of the bonds of approximately $296.4 million, after deducting underwriting discounts and estimated 
offering expenses, and the application of such proceeds as set € o h  herein under the caption “Use of Proceeds.” 

As of March 31,2005 

Short-term Debt 
Commercial Paper 
Current Portion of Long-term Debt 
Notes Payable to Affiliated Companies(a) 

First Mortgage Bonds@) 
0 ther Long- t e m  Debt( c) 

Long-term Debt 

Actual 

$ 153 
48 

479 

1,568 
28 8 

Ratio Adjusted 

(Dollars in Miliions) 

3.1% $ 153 
1 .O% 48 
9.7% 183 

3 1.7% 
5.8% 

Total Debt 
Preferred Stock - Redemption Not Required 
Common Stock Equity 

$2,536 
34 

2,379 

5 1.3% 
0.6% 

48.1% 

Total Capitalization and Short-term Debt $4,949 100.0% 

1,864 
28 8 

$2,536 
34 

2,379 

- 

- 
$4,949 

Ratio 

3.1% 
1 .O% 
3.7% 

37.7% 
5.8% 

5 1.3% 
0.6% 

48.1% 

100.0% 

I__ 

- 

Represents our net position at March 3 1, 2005 from our participation in an internal money pool operated by our parent, Progress Energy, Inc 
We participate in the money pool to more effectively utilize cash resources and to reduce outside short-term borrowings. 

Includes approximately $24 1 million of first mortgage bonds issued to secure certain pollution control revenue refunding bonds. Adjusted 
amount includes bond discount and offering expenses of approximately $4 million. 

Includes borrowings under our long-term credit facility and me&um-tem notes. 

USE OF PROCEEDS 

We expect to use the net proceeds from the sale of the bonds of approximately $296.4 million, after deducting offering discounts and 
estimated offering expenses, to reduce the outstanding balance of our notes payable to affiliated companies, which, at March 3 1, 2005, had an 
outstanding balance of $478.8 million and an interest rate of 3.53%. Notes payable to affiliated companies represents our net position from our 
participation in an internal money pool operated by our parent, Progress Energy, Inc. Upon repayment of our money pool borrowings, Progress 
Energy, Inc. expects to use those proceeds to reduce its outstanding commercial paper balance. 
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CERTAIN TERMS OF THE BONDS 

We will issue the bonds under an Indenture, dated as of January 1, 1944, with JPMorgan Chase Bank, N.A., as successor trustee (the 
“Mortgage Trustee”). The Indenture is supplemented by supplemental indentures. In the following discussion, we will refer to the Indenture and 
all indentures supplemental to the Indenture together as the “Mortgage.” 

Please read the following infomation conceming the bonds in conjunction with the statements under “Description of First Mortgage Bonds” 
herein and in the accompanying prospectus, which the following information supplements and, in the event of any inconsistencies, supersedes. 
Capitalized terms not defined in this prospectus supplement are used as defined in the Mortgage and supplemental indenture governing the bonds 
or as otherwise provided in the accompanying prospectus. 

General 

We will initially offer $300,000,000 aggregate principal amount of our first mortgage bonds. We are issuing the bonds as a new series of first 
mortgage bonds under our Mortgage. The Forty-Fifth Supplemental Indenture, dated as of May 1,2005, supplements, and will become a part of, 
the Mortgage and establishes the specific tems of the bonds. Except as provided under “-Basis for Issuance of the Bonds,” we may, at any time, 
without the consent of the holders of the bonds, issue additional first mortgage bonds having the same ranking, interest rate, maturity and other 
terms as the bonds being offered hereby. Any such additional bonds, together with the bonds offered hereby, will be taken to constitute the same 
series of bonds under the Mortgage. The bonds are not obligations of, nor guaranteed by, Progress Energy, Inc. 

Basis for Issuance of the Bonds 

We will issue the bonds under the Mortgage based upon the value of bondable property additions. 

As of March 3 1, 2005, we could issue under the Mortgage: 

4 based upon the value of bondable property additions, up to approximately $2.3 billion ($2.0 billion after giving effect to this offering) of 
additional first mortgage bonds; and 

. based upon the amount of previously authenticated fiist mortgage bonds that have been canceled or delivered for cancellation, approximate1 
$175.5 million of additional first mortgage bonds. 

Form and Denomination 

The bonds will initially be represented by one or more global securities that will be deposited with, or on behalf of, The Depository 
Trust Company, or DTC, and registered in the name of a nominee of DTC. The bonds will be sold in multiples of $1,000. For more information 01 

DTC, see ‘‘ - The Depositary” below. 

Maturity, Interest and Payment 

The bonds will mature on June 1,2010. 

We will pay interest on the bonds at 4.50% per year. Interest on the bonds will accrue from and include the date of original issuance. We will 
pay interest on the bonds on June 1 and December 1 of each year, beginning December 1,2005. We will pay interest on the bonds to the person(s: 
in whose name(s) the bonds are registered at the close of business on the tenth calendar day next preceding the interest payment date (i.e., May 22 
and November 2 1, respectively), provided, however, that so long as the bonds are registered in the name of DTC, its nominee or a successor 
depositary, the record date for interest payable on any interest payment date shall be the close of business on the business day immediately 
preceding such interest payment date for the bonds so registered. Interest will be computed on the basis of a 360-day year comprised of twelve 30. 
day months. If a due date for the payment of interest or principal falls on a day that is not a business day, then the payment will be made on the 
next succeeding business 

5-8 

http://www.sec.gov/Archives/edgar/data/3 763 7/000095 0 14405 005444/g94679e424b5. htm 3/24/2001 



Florida Power Corporation Page 13 03 32 

day, and no interest will accrue on the amounts payable for the period from and after the original due date and until the next business day. 

Pursuant to the Mortgage, we will pay interest, to the extent enforceable under law, on any overdue installment of interest on the bonds at the 
highest rate of interest payable on any of the f is t  mortgage bonds outstandmg under the Mortgage. 

Ranking and Security 

The bonds will be secured by the lien of the Mortgage and will rank equally with all our other fnst mortgage bonds from time to time 
outstanding, At March 3 1,2005, we had approximately $1.6 billion in aggregate principal amount of first mortgage bonds outstanding. In the 
opinion of our counsel, the Mortgage constitutes a first mortgage lien, subject only to permitted encumbrances and liens, on substantially all of the 
fixed properties owned by us, except miscellaneous properties specifically excepted. After-acquired property is covered by the lien of the 
Mortgage, subject to existing liens at the time such property is acquired. 

Dividend Restrictions 

As of March 3 I ,  2005, we had retained earnings of $1.3 billion. None of OUT retained eamings were restricted by provisions of the Mortgage 
described in the accompanying prospectus that restrict the amount of retained earnings that we can use to pay cash dividends on our common 
stock. 

Redemption 

The bonds are redeemable prior to maturity, as set forth below, We have agreed that before any applicable redemption date, we will deposit 
with the Mortgage Trustee a sum of money equal to the applicable redemption price. If we elect to redeem any bonds, we will notify the Mortgage 
Trustee of our election at least 45 days prior to the redemption date, or a shorter period acceptable to the Mortgage Trustee, including in the notice 
of redemption a reasonably detailed computation of the redemption price. Our failure to make the required deposit will constitute a completed 
default under the Mortgage on the specified redemption date and the subject bonds or, in the case of a special redemption, all outstanding first 
mortgage bonds, including the bonds, shall immediately become due and payable. 

Optional Redemption 

We may redeem some or all of the bonds at any time and from time to time, at our option, at a redemption price equai to the greater of: 

100% of the principal amount of the bonds then outstanding to be redeemed; or 

the sum of the present values of the remaining scheduled payments of principal and interest on the bonds being redeemed, discounted to the 
redemption date on a semiannual basis (assuming a 360-day year consisting af twelve 30-day months) at the treasury rate applicable to the 
bonds plus 10 basis points, 

plus, in each case, accrued and unpaid interest on the principal amount being redeemed to the redemption date. 

“Comparable treasury issue,” means the United States Treasury security or securities selected by an independent investment banker (as 
defined below) as having an actual or interpolated maturity comparable to the remaining term of the bonds being redeemed that would be utilized, 
at the time of selection and in accordance with customary financial practice, in pricing new issues of corporate debt securities of comparable 
maturity to the remaining term of such bonds. 

“Comparable treasury price,” means, with respect to any redemption date, (1) the average of the reference treasury dealer quotations (as 
defined below) for such redemption date, after excluding the 

s-9 

http ://m.sec.gov/Archives/edgar/data/3 763 7/000O95 0 14405 OO5444/g94679e424b5 .htm 3 /24/2 00 t 



Tlorida Power Corporation Page 16 of 52 

lighest and lowest such reference treasury dealer quotations, or (2) if we obtain fewer than four such reference treasury dealer quotations, the 
tverage of all such quotations. 

“Independent investment banker,” means one of the reference treasury dealers (as defined below) appointed by us. 

“Reference treasury dealer,” means Barclays Capital Inc. and its respective successor, and three other primary US .  Government securities 
lealers in The City of New York (a “primary treasury dealer”) selected by us. If any reference treasury dealer shall cease to be a primary treasury 
lealer, we will substitute another primary treasury dealer for that dealer. 

“Reference treasury dealer quotations,” means with respect to each reference treasury dealer and any redemption date, the average, as 
letermined by us, of the bid and asked prices for the comparable treasury issue (expressed in each case as a percentage of its principal amount) 
poted in writing to us by such reference treasury dealer at 3:30 p.m. New York time on the third business day preceding such redemption date. 

“Treasury rate,” means, with respect to any redemption date, the rate per annum equal to the semiannual equivalent yield to maturity or 
nterpolated (on a day count basis) of the comparable treasury issue, assuming a price for the comparable treasury issue (expressed as a percentage 
if its principal amount) equal to the comparable treasury price for such redemption date. 

So long as the bonds are registered in the name of DTC, its nominee or a successor depositary, if we elect to redeem less than all of the bonds 
ITC’s practice is to determine by lot the amount of the interest of each Direct Participant, as defined below, in the bonds to be redeemed. At all 
Ither times, the Mortgage Trustee shall draw by lot, in such manner as it deems appropriate, the particular bonds, or portions of them, to be 
xdeemed. Notice of redemption shall be given by mail not less than 30 nor more than 90 days prior to the date fixed for redemption to the holders 
3f bonds to be redeemed, whch, as long as the bonds are held in the book-entry only system, will be DTC, its nominee or a successor depositary. 
3n and after the date fixed for redemption (unless we default in the payment of the redemption price and interest accrued thereon to such date), 
interest on the bonds, or the portions of them so called for redemption, shall cease to accrue. For hrther information on DTC and its practices, see 
,‘ - The Depositary” below. 

Special Redemption 

The bonds, together with all other outstanding first mortgage bonds, are redeemable as a whole, but not in part, at the prices set forth below, 
upon not more than 90 days’ notice in the event that: 

all of our outstanding common stock is acquired by some governmental body or instrumentality and we elect to redeem all outstanding first 
mortgage bonds, including the bonds; or 

all, or substantially all, of the mortgaged and pledged property constituting bondable property, as defined in the Mortgage, that is then 
subject to the Mortgage as a first lien shall be released from the lien of the Mortgage pursuant to the provisions thereof, and available 
moneys held by the Mortgage Trustee, including any moneys deposited by us for the purpose, are sufficient to redeem all outstanding first 
mortgage bonds, including the bonds, at the applicable redemption prices (together with accrued interest to the date of redemption) upon the 
happening of such event. 

In the event of a special redemption, the bonds will be redeemable at the make-whole redemption price defmed above under “ - Optional 
Redemption.” 

Sinking Fund 

The bonds will not be entitled to the benefit of any sinking fund, or to a special redemption by operation of a sinking fund. 
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The Depositary 

DTC is a: 

limited-purpose trust company organized under the New York Banking Law; 

= “ b a h g  organization” w i h  the meaning of the New York Banking Law; 

member of the Federal Reserve System; 

“clearing corporation” within the meaning of the New York Uniform Commercial Code; and 

9 “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. 

DTC holds securities that its Participants, as defined below, deposit with DTC. DTC also facilitates the settlement among Participants of 
securities transactions, such as transfers and pledges, in deposited securities through electronic computerized book-entry changes in Participants’ 
accounts. This book-entry system eliminates the need for physical movement of securities certificates. 

Participants in DTC include direct participants (“Direct Participants”) and indirect participants (“Indirect Participants,” and, together with 
Direct Participants, “Participants”). Direct Participants include securities brokers and dealers, banks, trust companies, clearing corporations and 
certain other organizations. DTC is owned by a number of its Direct Participants and by the New York Stock Exchange, Inc., the American Stock 
Exchange, he .  and the National Association of Securities Dealers, Inc. Access to the DTC system is also available to Indirect Participants, which 
include, among others, securities brokers and dealers, banks and trust companies that clear through or maintain a custodial relationslup with a 
Direct Participant, either directly or indirectly. The rules applicable to DTC and its Participants are on file with the Securities and Exchange 
Commission. 

Purchases of bonds under DTC’s system must be made by or through Direct Participants, which will receive a credit for the bonds on DTC’s 
records. The ownership interest of each actual purchaser of bonds (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect 
Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their purchase; rather, Beneficial Owners are expectet 
to receive written confmations providing details of the transaction as well as periodic statements of their holdings from the Direct or Indirect 
Participant through whch the Beneficial Owner entered into the transaction. 

To facilitate subsequent transfers, all bonds deposited by Participants with DTC are registered in the name of DTC’s partnership nominee, 
Cede & Co. The deposit of bonds with DTC and their registration in the name of Cede & Co. effect no change in beneficial ownershp. DTC has 
no knowledge of the actual Beneficial Owners of the bonds; DTC’s records reflect only the identity of the Direct Participants to whose accounts 
such bonds are credited, which may or may not be the Beneficial Owners. The Participants will remain responsible for keeping account of their 
holdings on behalf of their customers. 

So long as Cede & Co., as nominee for DTC, is the sole holder of the bonds, the Mortgage Trustee shall treat Cede & Co. as the only holder 
of the bonds for all purposes, including receipt of all principal of, premium, if any, and interest on such bonds, receipt of notices, and voting and 
requesting or directing the Mortgage Trustee to take or not to take, or consent to, certain actions. 

We, or, at our request, the Mortgage Trustee, will send any redemption notices to DTC. If we redeem less than all of the bonds, DTC’s 
practice is to determine by lot the amount of the interest of each Direct Participant in the bonds to be redeemed. 

Neither DTC nor Cede & Co. will consent or vote with respect to the bonds. Under its usual procedures, DTC mails an Omnibus Proxy to us 
as soon as possible after the record date. The Omnibus Proxy assigns Cede & Co,’s consenting or voting rights to those Direct Participants to 
whose accounts the bonds are credited on the record date and includes an attached list identifying such Direct Participants. Further, we believe tha 
it is the policy of DTC that it will take any action permitted to be taken by a 

s-11 

http://www.sec.gov/Archives/edgar/data/3 763 7/000095 0 14405005444/@4679e424b5 .htm 3 /2 4/2UO( 



Florida Power Corporation Page 18 of 52 

iolder of bonds only at the direction of one or more Direct Participants to whose account interests in the bonds are credited and only in respect of 
such portion of the aggregate principal amount of the bonds as to which such Direct Participant or Participants has or have given such direction. 

Principal of, and premium, if any, and interest payments on the bonds will be made to DTC. DTC’s practice is to credit Direct Participants’ 
2ccounts on the applicable payment date in accordance with the Direct Participants’ respective holdings shown on DTC’s records on the calendar 
h y  immechately preceding the applicable payment date unless DTC has reason to believe that it will not receive payment. Payments by 
Participants to Beneficial Owners will be govemed by standing instructions and customary practices, as is the case with securities held for the 
mounts of customers in bearer form or registered in “street name,” and will be the responsibility of the Participants and not of DTC, the 
Uortgage Trustee or us, subject to applicable statutory or regulatory requirements. Payment of principal, premium, if any, and interest to DTC is 
3ur responsibility, or the responsibility of the Mortgage Trustee with funds we provide. Disbursement of such payments to Direct Participants 
shall be the responsibility of DTC, and disbursement of such payments to the Beneficial Owners shall be the responsibility of Participants. 

Neither we, the Mortgage Trustee nor any underwriter makes any representation as to the accuracy of the above description of DTC’s 
business, organization and procedures, which is based on information received from sources we believe to be reliable. 

The Mortgage provides that if: 

the depositary gives reasonable notice to us or to the Mortgage Trustee that it is unwilling or unable to continue as depositary and a 
successor depositary is not appointed by us within 90 days, or 

the depositary ceases to be eligible under the Mortgage and a successor depositary is not appointed by us within 90 days, or 

we decide to discontinue use of the system of book-entry transfers through the depositary or its successor, 

the global bonds will be exchanged for bonds in definitive form of like tenor and of an equal aggregate principal amount, in authorized 
denominations. The depositary will provide to the Mortgage Trustee the name or names in which the Mortgage Trustee is to register these 
defmitive bonds. 

We, the underwriters and the Mortgage Trustee have no responsibility or obligation to DTC Participants or the Beneficial Owners with respec 
to: 

the accuracy of any records maintained by DTC or any Participant; 

the payment by any Participant of any amount due to any Beneficial Owner in respect of the principal of, premium, if any, and interest on, 
the bonds; 

the delivery or timeliness of delivery by DTC to any Participant or by any Participant to any Beneficial Owner of any notice that is required 
or permitted under the terms of the Mortgage; or 

any other action taken by DTC or its nominee, Cede & Co., as holder of the bonds. 

A further description of DTC’s procedures with respect to the bonds is set forth under “Global Securities” in the accompanying prospectus. 
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DESCRTPTION OF FIRST MORTGAGE BONDS 

Recent Amendments to the Mortgage 

Pursuant to the Forty-Fourth Supplemental Indenture dated as of August 1,2004, the Mortgage was amended to provide that, with respect to 
compliance with conditions precedent to the authentication and delivery of first mortgage bonds, no certificate or opinion of an accountant shall be 
required to be of any person other than an officer or employee of ours that is actively engaged in accounting work, but who need not be a certified 
or licensed public accountant, as to dates or periods not covered by amual reports required to be filed by us, in the case of conditions precedent 
which depend upon a state of facts as of a date or dates for a period or periods different from that required to be covered by such annual reports, 
For periods covered by an annual report, the Mortgage provides that any required certificate or opinion of an accountant must be from an 
independent public accountant. See Article I of the Forty-Fourth Supplemental Indenture to the Mortgage. 

Pursuant to the Forty-Second Supplemental Indenture, dated as of April 1,2003, the Mortgage was amended to permit an entity whose 
primary headquarters are not in the Borough of Manhattan, The City of New York to serve as trustee, so long as it maintained a principal business 
office h the Borough of Manhattan, The City of New York. Additionally, the amendment requires current and future trustees to have a combined 
capital and surplus of at least $100 million and to be rated investment grade by at least two nationally recognized rating agencies. See Article I of 
the Forty-Second Supplemental Indenture. 
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UNDERWRITING 

Subject to the terms and conditions set forth in the underwriting agreement dated May 11,2005 among us and the underwriters named below, 
ve have agreed to sell to each of the underwriters, and each of the underwriters has severally, and not jointly, agreed to purchase, the respective 
rincipal amounts of the bonds set forth opposite its name below: 

Underwriter Principal Amount of Bonds 

Barclays Capital Inc. $1 12,500,000 
Wachovia Capital Markets, LLC 112,500,000 
Banc of America Securities LLC 22,500,000 
Greenwich Capital Markets, Inc. 22,500,000 
Calyon Securities (USA) Inc. 15,000,000 
Goldman, Sachs & Co. 15,000,000 

Total $300,000,000 

Under the terms and conditions of the underwriting agreement, the underwriters are committed to take and pay for all the bonds, if any are 
aken; provided, that under certain circumstances relating to a default of one or more underwriters, less than all of the bonds may be purchased. 
f i e  underwriters propose to offer the bonds in part directly to purchasers at the initial public offering price set forth on the cover page of this 
xospectus supplement and in part to certain securities dealers at this price less a concession not to exceed 0.350% of the principal amount of the 
3onds. The underwriters may allow, and any such dealers may reallow, a concession to certain other dealers not to exceed 0.250% of the principal 
mount of the bonds. After the bonds ifre released for sale to the public, the offering price and other selling terms may from time to time be varied 
~y the underwriters. 

The bonds constitute new issues of securities with no established trading market, We do not intend to apply for listing of the bonds on any 
national securities exchange or for quotation through any national quotation system. We have been advised by the underwriters that they intend to 
make a market in the bonds but are not obligated to do so and may discontinue market making at any time without notice. Therefore, we can give 
no assurances that a liquid trading market will develop for the bonds, that you will be able to sell your bonds at a particular time, or that the prices 
that you receive when you sell will be favorable. 

In connection with the offering of the bonds, the underwriters may engage in overallotment, stabilizing transactions and syndicate covering 
transactions in accordance with Regulation M under the Securities Exchange Act of 1934, as amended. Overallotment involves sales in excess of 
the offering size, which creates a short position for the underwriters. Stabilizing transactions involve bids to purchase the bonds in the open marke 
for the purpose of pegging, fixing or maintaining the price of the bonds. Syndicate covering transactions involve purchases of the bonds in the 
open market after the distribution has been completed in order to cover short positions. Stabilizing transactions and syndicate covering 
transactions may cause the price of the bonds to be hgher than would otherwise be the case in the absence of those transactions. If the 
underwriters engage in stabilizing or syndicate covering transactions, they may discontinue them at any time. 

Certain of the underwriters will make the bonds available for distribution on the Internet through a proprietary Website andor a third-party 
system operated by Market Axess Inc., an Internet-based communications technology provider. Market Axess Inc. is providing the system as a 
conduit for communications between such underwriters and their customers and is not a party to any transactions. Market Axess hc., a registered 
broker-dealer, will receive compensation from such undenviiters based on transactions such underwriters conduct through the system. Such 
underwriters will make the bonds available to their customers through the Internet distributions, whether made through a proprietary or thud-part] 
system, on the same terms as distributions made through other channels. 
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The underwriters and certain of their affiliates have engaged and in the future may engage in investment banking transactions and in general 
financing and commercial banking transactions with, and the provision of services to, us and our affiliates in the ordinary course of business for 
which they have received, and will in the future receive, customary fees. Some of the underwriters or their affiliates are lenders under our 
revolving credit facility that backs up our or our affiliates’ commercial paper programs. 

We have agreed to indemnify the several underwriters against certain liabilities, including liabilities under the Securities Act of 1933 or 
contribute to payments that the underwriters may be required to make in respect thereof. 

We estimate that the total expenses of the offering, including applicable recording and related taxes, but excluding the underwriting discount, 
will be approximately $1.5 million. 

EXPERTS 

The financial statements and the related fmancial statement schedule incorporated in this document by reference from our Annual Report on 
Form 10-K for the year ended December 3 1, 2004 have been audited by Deloitte & Touche LLP, an independent registered public accounting 
f i r ,  as stated in their reports, which are incorporated by reference herein (which report on the financial statements expresses an unqualified 
opinion and includes an explanatory paragraph concerning the adoption of a new accounting principle in 2003), and have been so incorporated in 
reliance upon the reports of such firm given upon their authority as experts in accounting and auditing. 

LEGAL MATTERS 

R. Alexander Glenn, Deputy General Counsel - Florida of Progress Energy Service Company, LLC, and Hunton & Williams LLP, our 
outside counsel, will issue opinions about the legality of the offered securities for us. The underwriters will be advised about issues relating to this 
offering by their legal counsel, Dewey Ballantine LLP of New York, New York. 

DOCUMENTS INCORPOFWTED BY REFERENCE 

The SEC allows us to “incorporate by reference” the infomation we file with it, which means that we can disclose important information to 
you by referring you to those documents. The information incorporated by reference is an important part of this document, and information that 
we file later with the SEC will automatically update and supersede the information in this prospectus. Our SEC filing number is 1-3274. We 
incorporate by reference the documents listed below and any future filings made by us with the SEC under Sections 13(a), 13(c), 14 or IS(d) of th 
Securities Exchange Act of 1934 until we sell all of the securities being registered; provided, however, that we are not incorporating by reference 
any information furnished under Item 9, Item 12, Item 2.02 and Item 7.01 of any Current Report on Form 8-R. 

Our Annual Report on Form 10-K for the year ended December 31,2004. 

Our Quarterly Report on Form 10-Q for the quarter ended March 3 1,2005. 

Our Current Reports on Form 8-K or Form 8-W A filed January 28, March 4, March 15, March 22 and April 1,2005. 

We frequently make our SEC filings on a joint basis with Florida Progress Corporation, our direct corporate parent, or certain of our other 
affiliates. Any information included in such SEC filings that relates solely to Florida Progress or our other affiliates is not and shall not be deemed 
to be incorporated by reference into this prospectus supplement or the accompanying prospectus. 

S-15 

http ://www. sec. gov/Archives/edgar/data/3 763 7/000095 0 14405 00 5 444/g94679e424b5. htm 3 /24/200( 



Florida Power Corporation 

You may request a copy of these filings, at no cost, by writing or calling us at the following: 

Progress Energy Florida, Inc. 
c/o Progress Energy, Inc. 

Investor Relations 
4 10 South Wilmington Street 

Raleigh, North Carolina 27601 
Telephone: (800) 662-7232 
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Prospectus 

Florida Power Corporation d/b/a 

Progress Energy Florida, Inc. 

$1,050,000,000 

First Mortgage Bonds 
Debt Securities 

These securities are not obligations of, nor guaranteed by, 
Progress Energy, Inc., our corporate parent. 

Investing in our securities involves risks. See the “Risk Factors” 
section on page 5 of this prospectus. 

We will provide specific terms of these securities, and the manner in which they are being offered, in supplements to 
this prospectus. You should read this prospectus and any supplement carefully before you invest. We cannot sell any of 
these securities unless this prospectus is accompanied by a prospectus supplement. 

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved o 
these securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal 
offense. 

This Prospectus is dated April 4,2003. 
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ABOUT THIS PROSPECTUS 

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, or SEC, utilizing a “shelf’ 
registration process. Under this shelf registration process, we may sell any combination of the securities described in this prospectus in one or 
more offerings up to a total dollar amount of $1,050,000,000. We may offer any of the following securities: First Mortgage Bonds andor other 
Debt Securities. 

This prospectus provides you with a general description of the securities we may offer. Each time we sell securities, we will provide a 
prospectus supplement that will contain specific information about the terms of that offering. Any prospectus supplement may also add, update or 
change infomation contained in this prospectus. The registration statement we filed with the SEC includes exhibits that provide more detail on 
descriptions of the matters discussed in this prospectus. You should read this prospectus and the related exhibits filed with the SEC and any 
prospectus supplement together with additional information described under the heading “WHERE YOU CAN FIND MORE INFORMATION.” 

OUR COMPANY 

We are a regulated public utility incorporated under the laws of Florida in 1899. We are engaged in the generation, transmission, distribution 
and sale of electricity in portions of Florida. We are an indirect, wholly-owned subsidiary of Progress Energy, Inc., a North Carolina corporation. 
All of our common stock is held directly by Florida Progress Corporation, a Florida corporation, also referred to as Florida Progress. Effective 
January 1, 2003, we began doing business under the assumed name Progress Energy Florida, Inc. There were no changes to our articles of 
incorporation and our legal name remains Florida Power Corporation. 

Our principal executive offices are located at 100 Central Avenue, St. Petersburg, Florida 33701. Our telephone number is (727) 820-515 1. 

Unless the context requires otherwise, references in this prospectus to the terms “we,” “us,” or other similar terms mean Progress 
Energy Florida, Inc. 

APPLICATION OF PROCEEDS 

Unless we state otherwise in any prospectus supplement, we will use the net proceeds from the sale of the offered securities: 

. to finance the construction of new facilities and the maintenance of existing facilities; 

to finance the future acquisition of other entities or their assets; 

to refund, repurchase, retire, redeem or reduce outstanding short- or long-term indebtedness; and 

for other general corporate purposes. 

h the event that any proceeds are not immediately applied, we may temporarily invest them in U.S., state or municipal government or agency 
obligations, commercial paper, bank certificates of deposit, or repurchase agreements collateralized by U.S. government or agency obligations, or 
we may deposit the proceeds with banks. 

RATIO OF EARNINGS TO FIXED CHARGES 

Our ratio of earnings to fixed charges for each of the following periods was: 

For the Twelve Months Ended December 31, 

2002 2001 200 0 1999 1998 

5 . 4 6 ~  5 . 3 0 ~  3 . 8 2 ~  4 . 3 7 ~  3 . 8 7 ~  

We define “earnings” as income before income taxes plus fixed charges. We define “fixed charges” as the sum of interest on long-term debt, 
other interest and amortization of debt discount and expense. 

W H E m  YOU C.4N FIND MORE INFORMATION 
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We are required to file annual, quarterly and special reports, current reports, proxy statements and other d o m a t i o n  with the SEC. Our SEC 
filing number is 1-3274. Our SEC filings are available to the public over the Intemet at the SEC’s web site at http://www.sec.gov. You may also 
read and copy any document we file with the SEC at the SEC’s public reference room in Washington, D.C. The SEC’s public reference room in 
Washington is located at 450 5th Street, N.W., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information 

Yage LS 01 3 L  
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m its public reference rooms. Additionally, information about us and our SEC filings are available on our web site at http:l/www.fpc.com. The 
:ontents of our web site do not constitute a part of this prospectus or any prospectus supplement hereto. 

IOCUMENTS INCORPORATED BY REFERENCE 

The SEC allows us to “incorporate by reference” the information we file with it, whch means that we can disclose important information to 
‘ou by referring you to those documents. The information incorporated by reference is an important part of this prospectus, and information that 
ve file later with the SEC will automatically update and supersede the infomation in this prospectus. We incorporate by reference the documents 
isted below and any fhture filings made by us with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 until 
ve sell all of the securities being registered; provided, however, that we are not incorporating by reference any information furnished under Items 
1 or 12 of any Current Report on Form 8-K. 

Our Annual Report on Form 10-K for the year ended December 3 I ,  2002. 

Our Current Reports on Form 8-K filed January 3, February 12, February 18 (2 filed), February 2 1 and April 1, 2003. 

We typically make our SEC filings on a joint basis with Florida Progress, our direct corporate parent. Any infomation included in such SEC 
‘Ilings that relates solely to Florida Progress is not and shall not be deemed to be incorporated by reference into this prospectus or any prospectus 
iupplement. 

You may request a copy of these €ilings at no cost, by writing or calling us at the following address: 

Progress Energy Florida, Inc. 
c/o Progress Energy, Inc. 
Investor Relations 
410 South Wilmington Street 
Raleigh, North Carolina 27601 
Telephone: (800) 662-7232 

You should rely only on the information incorporated by reference or provided in this prospectus or any prospectus supplement. We have not 
xuthorized anyone else to provide you with different mfomation. We are not making any offer of these securities in any state where the offer is 
not permitted. You should not assume that the information in this prospectus or any prospectus supplement is accurate as of any date other than th~ 
kate on the front of those documents. 
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SAFE HARBOR FOR FORWARD-LOOKING STATEMENTS 

This prospectus contains, and any supplement hereto will contain, forward-looking statements within the meaning of  the safe harbor 
provisions of the Private Securities Litigation Reform Act of 1995. We have used words or phrases such as “anticipate,” “will likely result,” “will 
sontinue,” “intend,” “may,” “expect,” “believe,” “plan,” “will,” “estimate,” “should,” and variations of such words and similar expressions in this 
prospectus and in the documents incorporated by reference to identify such forward-looking statements. The matters discussed throughout this 
prospectus and any supplement hereto, including the documents incorporated by reference herein or therein, that are not historical facts are 
€orward-looking and, accordingly, invohe estimates, projects, goals, forecasts, assumptions, risks and uncertainties that could cause actual results 
or outcomes to differ materially from those expressed in the forward-looking statements. Any forward-looking statement speaks only as of the datt 
on which such statement is made, and we do not undertake any 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 include, but are not limited to, the 
following: 

the impact of fluid and complex government laws and regulations, including those relating to the environment; 

the impact of recent events in the energy markets that have increased the level of public and regulatory scrutiny in the energy industry and ir 
the capital markets; 

the impact of ow rate case settlement; 

deregulation or restructuring in the electric industry that may result in increased competition and unrecovered (stranded) costs; 

the uncertainty regarding the timing, creation and structure of regional transmission organizations; 

weather conditions that directly influence the demand for electricity and natural gas; 

recurring seasonal fluctuations in demand for electricity and natural gas; 

fluctuation in the price of energy commodities and purchased power; 

1 economic fluctuations and the corresponding impact on our commercial and industrial customers; 

the inherent risks associated with the operation of nuclear facilities, including environmental, health, regulatory and financial risks; 

9 the impact of any terrorist acts generally and on our generating facilities and other properties; 

9 the ability to successfully access capital markets on favorable terms; 

the impact that increases in leverage may have on us and our ability to maintain our current credit ratings; 

the impact of derivative contracts used in the normal course of business; and 

unanticipated changes in operating expenses and capital expenditures. 

These and other factors are detailed from time to time in our SEC filings which are incorporated herein. Many, but not all of the factors that 
may impact actual results are discussed in the “Risk Factors” section of our Annual Report on Form 10-K for the year ended December 31,2002, 
which is incorporated by reference into this prospectus. You should carefully read that ‘‘fisk Factors” section. All such factors are difficult to 
predict, contain uncertainties that may materially affect actual results, and may be beyond our control. New factors emerge from time to time, and 
it is not possible for us to predict all such factors, nor can we assess the effect of each such factor on us. 
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RISK FACTORS 

Investing in our securities involves risks that could affect the energy industry, as well as us and our business. Please see the risk factors 
described in our Annual Report on Form 10-K for the year ended December 3 1,2002, which is incorporated into this prospectus. Although we 
have tried to discuss key factors, please be aware that other risks may prove to be important in the future. New risks may emerge at any time and 
we cannot predict such risks or estimate the extent to which they may affect our financial performance. Before purchasing our securities, you 
should carefully consider the risks discussed therein and the other information in this prospectus and any prospectus supplement hereto, as well as 

s incorporated by reference herein or therein. Each of the risks described could result in a decrease in the value of our securities and 
your invesfment therein. 
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DESCRIPTION OF THE SECURITIES 

This prospectus describes certain general terms of the offered securities. When we offer to sell a particular security, we will describe the 
specific terms in a prospectus supplement. The securities will be issued under indentures, selected provisions of which we have summarized 
below. The summary is not complete. The indentures appear as exhibits to the registration statement of whch this prospectus is a part, or are 
incorporated by reference as exhibits to such registration statement, or will appear as exhibits to other documents that we will file with the SEC, 
which will be incorporated by reference into this prospectus. You should carefully read the indentures as they, and not this prospectus or any 
prospectus supplement hereto, govern your rights as a security holder. Capitalized terms used in the following summaries have the meanings 
specified in the applicable indentures unless otherwise defined below. 

DESCRIPTION OF FIRST MORTGAGE BONDS 

Gene r a1 

We will issue First Mortgage Bonds in one or more series under an Indenture, dated as of January 1, 1944, with First Chicago Trust Company 
of New York, as successor trustee (the “Mortgage Trustee”), as supplemented by supplemental indentures, including one or more supplemental 
indentures relating to the First Mortgage Bonds. In the following discussion, we will refer to the Indenture and all supplements to the Indenture 
together as the “Mortgage.” We will refer to all of our First Mortgage Bonds, including those already issued and those to be issued under ths  shelj 
registration process or otherwise issued in the future, as “First Mortgage Bonds.” The information we are providing you in this prospectus 
concerning the First Mortgage Bonds and the Mortgage is only a summary of the information provided in those documents and the information is 
qualified in its entirety by reference to the provisions of the Mortgage. You should consult the First Mortgage Bonds themselves, the Mortgage 
and other documents for more complete information on the First Mortgage Bonds. These documents appear as exhbits to the registration 
statement of which this prospectus is a part, or are incorporated by reference as exhibits to such registration statement, or will appear as exhibits tc 
other documents that we will file with the SEC, which will be incorporated by reference into this prospectus. The Mortgage has been qualified 
under the Trust Indenture Act of 1939, as amended (the “Trust Indenture Act”) and you should refer to the Trust Indenture Act for the provisions 
that apply to the First Mortgage Bonds. In the summary below, we have included references to applicable section numbers of the Mortgage so thal 
you can more easily locate the relevant provisions. 

Provisions of a Particular Series 

The First Mortgage Bonds may from time to time, be issued in one or more series. You should consult the prospectus supplement relating to 
any particular issue of the First Mortgage Bonds for the following infomation: 

4 the designation, series and aggregate principal amount of the First Mortgage Bonds; 

the percentage of the principal amount for which we will issue and sell the First Mortgage Bonds; 

the date ofmaturity for the First Mortgage Bonds; 

the rate at which the First Mortgage Bonds will bear interest or the method of determining that rate; 

4 the dates on which interest is payable; 

the denominations in which we will authorize the First Mortgage Bonds to be issued, if other than $1,000 or integral multiples of $1,000; 

4 whether we will offer the First Mortgage Bonds in the form of global bonds and, if so, the name of the depositary for any global bonds; 

6 
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- the terms applicable to any rights to convert First Mortgage Bonds into or exchange them for other of OUT securities or those of any other 
entity; 

redemption tenns and sinking Eund provisions, if any; and 

any other specific terms that do not conflict with the Mortgage. 

For more information, see Section 2.01 of the Mortgage. 

No series of the First Mortgage Bonds will be limited in aggregate principal amount except as provided in the Mortgage. Unless the 
applicable prospectus supplement states otherwise, the covenants contained in the Mortgage will not afford holders of the First Mortgage Bonds 
protection in the event of a change of control or highly leveraged transaction. As of the date of this prospectus, we had approximately $1.48 billior 
aggregate principal amount of First Mortgage Bonds outstanding. 

Form and Exchanges 

Unless otherwise specified in the applicable prospectus supplement, we expect to issue the First Mortgage Bonds as fully registered bonds 
without coupons in denominations of $2,000 or any integral multiple of $1,000. Holders may exchange them, free of charge, for a like aggregate 
principal amount of other First Mortgage Bonds of different authorized denominations of the same series. Holders may also transfer the First 
Mortgage Bonds free of charge except for any stamp taxes or other governmental charges that may apply. The First Mortgage Bonds may be 
presented for transfer or exchange at the corporate trust office of the Trustee in New York, New York. For more information, see Sections 2.01 
and 2.03 of the Mortgage. 

Interest and Payment 

The prospectus supplement for any First Mortgage Bonds will state the interest rate, the method of determination of the interest rate, and the 
date on whch interest is payable. Unless the prospectus supplement states otherwise, principal and interest on First Mortgage Bonds held in (i) 
definitive or certificated form will be paid at the corporate trust office of the Mortgage Trustee in New York, New York, and (ii) global form will 
be paid as set forth herein under “Global Securities.” 

We have agreed to pay interest, to the extent enforceable under law, on any overdue installment of interest on the First Mortgage Bonds at the 
highest rate of interest payable on any of the First Mortgage Bonds outstanding under the Mortgage. For more information, see Section 2.01 and 
Article X of the Mortgage. 

Redemption and Purchase of First Mortgage Bonds 

If the First Mortgage Bonds are redeemable, the redemption terms will appear in the prospectus supplement. We may declare redemptions on 
at least 30 days’ notice to the holders of First Mortgage Bonds to be redeemed and to the Mortgage Trustee. We have agreed that before the 
redemption date we will deposit with the Mortgage Trustee a sum of money sufficient to redeem the subject First Mortgage Bonds. Our failure to 
make this required deposit will constitute a completed default under the Mortgage on the specified redemption date and the First Mortgage Bonds 
called for redemption shall immediately become due and payable. For more information, see Article VI11 of the Mortgage. 

First Mortgage Bonds are redeemable, in whole but not in part, on not more than 90 days’ notice to holders, at a redemption price of 100% of 
the principal amount thereof, together with accrued interest to the date of redemption, in the event that: 

9 all of our outstanding common stock is acquired by some governmental body or instrumentality and we elect to redeem all First Mortgage 
Bonds; or 

all or substantially all the mortgaged and pledged property, constituting bondable property as defined in the Mortgage, that is then subject to 
the Mortgage as a first lien shall be released from 
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the lien of the Mortgage under the provisions thereof, and available moneys held by the Mortgage Trustee, including any moneys deposited 
by us for the purpose, are sufficient to redeem all the First Mortgage Bonds at the redemption prices (together with accrued interest to the 
date of redemption) specified therein applicable to the redemption thereof upon the happening of such event. 

For more information, see Section 8.08 of the Mortgage. 

Maintenance Fund 

The Mortgage provides that the amount expended for property additions (excluding several stated exceptions) will, at the end of each year, 
equal the minimum provision for depreciation, for each calendar year subsequent to December 3 1, 1943, and if at the end of any such year we 
have not expended such required amount, we will, on or before the next succeeding March 3 1, deposit with the Mortgage Trustee the difference in 
cash. Certain credits are allowed against cash so required to be deposited. During the three years immedately following a cash deposit with the 
Mortgage Trustee, we rnay at any time or fiom time to time withdraw cash in an amount equal to any available maintenance credit. Cash not so 
withdrawn shall be applied towards the payment due upon maturity or for the purchase of outstanding First Mortgage Bonds as provided in the 
Mortgage. For more information, see Sections 5.08 and 1.05 of the Mortgage. 

We must provide the Mortgage Trustee with an annual maintenance certificate with respect to the bondable value of property additions. The 
minimum provision for depreciation means an amount equal to: 

15% of our gross operating revenues, net of the cost of electric energy purchased for resale; less 

an amount equal to the aggregate of the charges to operating expense for maintenance; provided, huwever, 

that the mini” provision for depreciation for any period shall not exceed the maximum provision for depreciation, as defmed, for the 
period. 

the maximum provision for depreciation shall mean as to each full calendar year, an amount equal to: 

$755,000, plus 

2.25% of the sum of all property additions after January 1, 1944 up to the beginning of the subject calendar year, Zess 

2.25% of the aggregate amount of all retirements of bondable property during the period after January 1, 1944 up to the beginning of the 
subject calendar year. 

For periods other than a calendar year, the maximurn provision for depreciation shall be based upon the maximum provision for depreciation 
for the calendar year ended during such period multiplied by the number of calendar months or fi-actions thereof included in such period and 
divided by 12. 

As of December 3 1, 2002, we had a cumulative maintenance credit of approximately $6.3 billion. 

Ranking and Security 

The First Mortgage Bonds will be secured by the lien of the Mortgage and will rank equally with all bonds outstanding thereunder. In the 
opinion of our counsel, the Mortgage constitutes a first mortgage lien, subject only to permitted encumbrances and liens, on substantially all of the 
fixed properties owned by us except miscellaneous properties specifically excepted. After-acquired property covered by the lien of the Mortgage, 
subject to existing liens at the time such property is acquired. For more information, see the Preambles and Section 2.01 of the Mortgage. 
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Issuance of Additional First Mortgage Bonds 

First Mortgage Bonds may be issued under the Mortgage in a principal amount equal to: 

an amount not exceeding 60% of the bondable value of property additions, which term generally includes all of our tangible property that we 
are authorized to acquire, own and operate, that has become subject to the Mortgage and which is used in connection with the generation, 
purchase, transmission, distribution or sale of electricity for light, heat, power or other purposes; 

an adhtional aggregate principal amount not exceedmg the aggregate principal amount of refundable prior lien bonds deposited with the 
Mortgage Trustee or judicially determined to be invalid; 

an additional aggregate principal amount not exceeding the aggregate principal amount of any outstanding First Mortgage Bunds that have 
been canceled or delivered for cancellation; and 

an additional aggregate principal amount equal to the amount of cash deposited with the Mortgage Trustee against the issuance of bonds. 

For more information, see Sections 4.03 thorough 4.06 of the Mortgage. 

As of December 31,2002, the bondable value of property additions under the f i s t  bullet point above was approximately $4.2 billion 
permitting the issuance of approximately $2.5 billion of additional bonds ($1.85 billion after giving effect to our February 2003 First Mortgage 
Bond issuance). As of the date of this prospectus, the addrtional aggregate principal amount of First Mortgage Bonds that could be issued based 
upon the amount of previously issued First Mortgage Bonds that have been canceled or delivered for cancellation under the third bullet point 
above was approximately $265.5 million. Cash deposited with the Mortgage Trustee under the fourth bullet point above may be withdrawn in an 
amount equal to the principal amount of any First Mortgage Bonds we would otherwise be entitled to have authenticated under any of the 
provisions referred to in the first three bullet points above, and may also be used for the purchase or redemption of First Mortgage Bonds which, 
by their terms, are redeemable. For more infomation, see Section 4.06 of the Mortgage. 

First Mortgage Bonds may be authenticated pursuant to the frs t  and fourth bullet points above (and in certain cases pursuant to the second 
and third bullet points above) only if net earnings for 12 successive months in the 15 months immediately preceding the first day of the month in 
which application for additional First Mortgage Bonds is made shall be at least two times the annual interest charges on the First Mortgage Bonds 
and prior lien bonds outstanding and to be outstanding. For more information, see Sections 4.08 and 1.06 of the Mortgage. 

Restriction on Dividends 

Unless otherwise stated in the prospectus supplement, in the case of First Mortgage Bonds issued under this prospectus and any 
accompanying prospectus supplement, and so long as any First Mortgage Bonds are outstanding, we may only pay cash dividends on our coxnmo~ 
stock, and make any other distribution to Florida Progress, our common stockholder, out of our net income subsequent to December 3 1, 1943. Foi 
more infomation, see Section 5.24 of the Mortgage. 

Release and Substitution of Property 

Subject to various limitations, property may be released from the lien of the Mortgage when sold or exchanged, upon the basis of: 

cash deposited with the Mortgage Trustee; 

the principal amount of any purchase money obligations pledged with the Mortgage Trustee; 

the fair value of any property additions certified to the Mortgage Trustee and acquired by us in exchange for the property to be released; or 
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if non-bondable property is to be released, the fair value of property and certain securities certified to the Mortgage Trustee and acquired by 
us in exchange for the property to be released, less the principal amount of certain outstanding prior lien bonds. 

For more information, see Section 9.03 of the Mortgage. 

If all or substantially all of the mortgaged and pledged property constituting bondable property which at the time shall be subject to the lien of 
the Mortgage as a f i s t  lien shall be released, whether pursuant to our request or by eminent domain, then we are required to redeem all the First 
Mortgage Bonds and have agreed to deposit with the Mortgage Trustee sufficient cash €or that purpose. Any new property acquired to take the 
place of any property released shall be subjected to the lien of the Mortgage. For more information, see Sections 8.08(b), 9.03, 9.05 and 9.1 1 of tht 
Mortgage. 

Modification of Mortgage 

General 

The Mortgage may generally be modified with the consent of the holders of not less than 75% in aggregate principal amount of First 
Mortgage Bonds outstanding which would be affected by the action proposed ta be taken, except no such modifications shall: 

extend the maturity of any First Mortgage Bonds, or reduce the interest rate or extend the time of payment thereof, or reduce the principal 
amount thereof, without the express consent of the holder of each First Mortgage Bond affected; 

reduce the percentage of holders who must consent to the modifications referred to in this section without the consent of the holders of all 
First Mortgage Bonds outstanding; 

permit the creation of a prior or equal lien on the pledged property; or 

deprive any First Mortgage Bond of the lien of the Mortgage. 

For more information, see Section 17.02 of the Mortgage. 

Anticipated Amendments 

With respect to all First Mortgage Bonds issued on or after July 1,2002, the date of the Fortieth Supplemental Indenture, we have reserved 
the right to amend the Mortgage, at our sole discretion, after the bonds issued prior to July I ,  2002 are retired or redeemed, as follows: 

to change the requirement that the Mortgage Trustee have its principal office and place of business in the Borough of Manhattan, The City o 
New York to require that it have a principal office and place of business in that location; and 

to provide that, with respect to compliance with conditions precedent to the authentication and delivery of First Mortgage Bonds, no 
certificate or opinion of an accountant shall be required to be of any person other than an officer or employee of ours that is actively engagec 
in accounting work, but who need not be a certified or licensed public accountant, as to dates or periods not covered by annual reports 
required to be filed by us, in the case of conditions precedent which depend upon a state of facts as of a date or dates for a period or periods 
different from that required to be covered by such annual reports. 

With respect to the second bullet point immediately above, the Mortgage currently provides that, except in limited circumstances, any 
required certificate or opinion of an accountant must be from an independent public accountant, regardless of the dates or periods covered by such 
certificate or opinion. See Sections 1.02 and 1.04 of the Mortgage and the Fortieth Supplemental Indenture to the Mortgage, dated July 1,2002. 

In July 2002, we issued an aggregate principal amount of approximately $240.9 million First Mortgage Bonds in three series (the “2002 
Bonds”). The beneficial owner of the 2002 Bonds has consented to these 
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amendments. In February 2003, we issued an aggregate principal amount of $650 million First Mortgage Bonds in two series (the “2003 Bonds”) 
in an underwritten public offering. The underwriters, as initial holders of the 2003 Bonds, have consented to these amendments. As of the date of 
ths prospectus, the 2002 Bonds and the 2003 Bonds collectively represent approximately 60% of the aggregate principal amount of outstanding 
First Mortgage Bonds. 

In order to effectuate the amendment set forth in the first bullet point above as soon as possible, we are soliciting consents from certain of the 
current holders of our First Mortgage Bonds. To effectuate the amendment set forth in the second bullet point above we will continue to seek 
consents from future holders concurrent with the issuance of any new series of First Mortgage Bonds to such holders; however, we may also 
solicit consents from certain of the current holders of the First Mortgage Bonds. Future First Mortgage Bonds will include an express consent to 
the amendments and future holders of such First Mortgage Bonds shall be deemed to have consented to the amendments. 

In the event of a completed default, the Mortgage Trustee or the holders of at least 25% of the outstanding First Mortgage Bonds may declare 
the principal of all outstanding First Mortgage Bonds immediately due arid payable. The following are defined as completed defaults in the 
Mortgage : 

9 default in the payment of principal of, and premium, if any, on any of the First Mortgage Bonds when due and payable, whether at maturity 
or by declaration, or otherwise; 

default continued for 60 days in the payment of any interest on any of the First Mortgage Bonds; 

default in the payment of principal or interest upon any outstanding prior lien bonds continued beyond any applicable grace period; 

certain acts of bankruptcy, insolvency or reorganization; and 

default continued for 60 days after written notice to us by the Mortgage Trustee (or to us and the Mortgage Trustee by the holders of at least 
25% in principal amount of the then outstanding First Mortgage Bonds) in the observance or performance of any other covenant, agreement 
or condition contained in the Mortgage or in any of the First Mortgage Bonds. 

For more information, see Section 10.01 of the Mortgage. 

If all defaults have been cured, however, the holders of not less than a majority in aggregate principal amount of the First Mortgage Bonds 
then outstanding may rescind and annul the declaration and its consequences. If the Mortgage Trustee in good faith determines it to be in the 
interest of the holders of the First Mortgage Bonds, it may withhold notice of default, except in payment of principal, premium, if any, interest or 
sinking fbnd payments, if any, for retirement of First Mortgage Bonds. We are required by the Mortgage to report annually to the Mortgage 
Trustee as to the absence of default and compliance with the provisions of the Mortgage. For more information, see Sections 10.01, 10.02 and 5.2: 
of the Mortgage. 

The holders of not less than a majority in principal amount of the First Mortgage Bonds outstanding have the right to direct the time, method 
and place of conducting any proceedings for any remedy available to, or conferred by the Mortgage upon, the Mortgage Trustee; provided, 
however, that the Mortgage Trustee may, if it determines in good faith that such direction would involve the Mortgage Trustee in personal liabilit 
or be unjustly prejudicial to the rights of the non-assenting bondholders, decline to follow such direction. For more information, see Section 10.06 
of the Mortgage. 

Evidence to Be Furnished to the Mortgage Trustee Under the Mortgage 

We may demonstrate compliance with Mortgage provisions regarding certificates and opinions by providing written statements to the 
Mortgage Trustee from our officers or experts we select. For instance, we may select an engineer or appraiser to provide a written statement 
regarding the value of property being certified or released, or an accountant regarding net earnings, or counsel regarding property titles and 
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compliance with the Mortgage generally. In certain significant matters, applicable law requires that an accountant or engineer must be 
independent. For more information, see Section 3 14(d) of the Trust Indenture Act. We must file certificates and other papers each year and 
whenever certain events occur. Additionally, we must provide evidence from time to time demonstrating our compliance with the conditions and 
covenants under the Mortgage. 

Relationship With the Trustee 

In the normal course of business, the Mortgage Trustee or its affiliates may, from time to time, provide certain commercial banking, 
investment banlung, and securities underwriting services to us and ow affiliates. In connection with the proposed amendment discussed in the first 
bullet point under “Modification of Mortgage - Anticipated Amendments” we expect the current Mortgage Trustee to resign and to be replaced 
by Bank One, N.A., an affiliate of the Mortgage Trustee. 

DESCRIPTION OF DEBT SECURITIES 

General 

The Debt Securities offered by this prospectus will be our direct unsecured general obligations. T h ~ s  prospectus describes certain general 
terms of the Debt Securities offered through h s  prospectus. When we offer to sell a particular series of Debt Securities, we will describe the 
specific terms of that series in a prospectus supplement. The Debt Securities will be issued under one or more indentures for Debt Securities 
between us and a trustee elected by us. In this prospectus, we will refer to any indenture under which we may issue Debt Securities as the “Debt 
Securities Indenture,” and we will refer to the trustee under any Debt Securities Indenture as the “Debt Securities Trustee.” A form of Debt 
Securities Indenture is filed as an exhibit to the registration statement of which this prospectus is a part. 

The prospectus supplement applicable to a particular series of Debt Securities may state that a particular series of Debt Securities will be o w  
subordinated obligations. The form of Debt Securities Indenture referred to above includes optional provisions (designated by brackets (“[ 1”)) tha 
we would expect to appear in a separate indenture for subordinated debt securities in the event we issue subordinated debt securities. In the 
following discussion, we refer to any subordinated obligations as the “Subordmated Debt Securities.” Unless the applicable prospectus supplemen 
provides otherwise, we will use a separate Debt Securities Indenture for any Subordinated Debt Securities that we may issue. Each Debt Securitie: 
Indenture will be qualified under the Trust Indenture Act and you should refer to the Trust Indenture Act for the provisions that apply to the Debt 
Securities. 

We have summarized selected provisions of the Debt Securities Indenture below. Each Debt Securities Indenture will be independent of any 
other Debt Securities Indenture unless otherwise stated in a prospectus supplement. The summary that follows is not complete. You should consul 
the applicable Debt Securities, Debt Securities Indenture, and any supplemental indentures and other related documents for more complete 
information on the Debt Securities. These documents appear as exhibits to, or are incorporated by reference into, the registration statement of 
which this prospectus is a part, or will appear as exhibits to other documents that we will file with the SEC, which will be incorporated by 
reference into this prospectus. In the summary below, we have included references to applicable section numbers of the Debt Securities Indenture 
so that you can easily locate these provisions. 

Provisions of a Particular Series 

The Debt Securities may from time to time be issued in one or more series. You should consult the prospectus supplement relating to any 
particular series of Debt Securities for the following information: 

the title of the Debt Securities; 

any limit on aggregate principal amount of the Debt Securities or the series of which they are a part; 
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the date(s), or method for determining the date(s), on which the principal of the Debt Securities will be payable; 

the rate, including the method of determination if applicable, at which the Debt Securities will bear interest, if any; and 

- the date from which any interest will accrue; 

- the dates on which we will pay interest; and 

- the record date for any interest payable on any interest payment date; 

the place where 

- the principal of, premium, if any, and interest on the Debt Securities will be payable; 

- you may register transfer of the Debt Securities; 

- you may exchange the Debt Securities; and 

- you may serve notices and demands upon us regarding the Debt Securities; 

4 the security registrar for the Debt Securities and whether the principal of the Debt Securities is payable without presentment or surrender of 
them; 

the terms and conditions upon which we may elect to redeem any Debt Securities; 

the denominations in which we may issue Debt Securities, if other than $1,000 and integral multiples of $1,000; 

the terms and conditions upon which the Debt Securities must be redeemed or purchased due to our obligations pursuant to any sinking fund 
or other mandatory redemption or tender provisions, or at the holder's option, including any applicable exceptions to notice requirements; 

the currency, if other than United States currency, in which payments on the Debt Securities will be payable; 

the terms according to which elections can be made by us or the holder regarding payments on the Debt Securities in currency other than the 
currency in which the Debt Securities are stated to be payable; 

if payments are to be made on the Debt Securities in securities or other property, the type and amount of the securities and other property or 
the method by which the amount shall be determined; 

4 the manner in whch we will determine any amounts payable on the Debt Securities that are to be determined with reference to an index or 
other fact or event ascertainable outside the applicable indenture; 

if other than the entire principal amount, the portion of the principal amount of the Debt Securities payable upon declaration of acceleration 
of their maturity; 

any addition to the events of default applicable to any Debt Securities and any additions to our covenants for the benefit of the holders of the 
Debt Securities; 

4 the terms applicable to any rights to convert Debt Securities into or exchange them for other of our securities or those of any other entity; 

whether we are issuing Debt Securities as global securities, and if so, 

- any limitations on transfer or exchange rights or the right to obtain the registration of transfer; 

- any limitations on the right to obtain definitive certificates for the Debt Securities; and 
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- any other matters incidental to the Debt Securities; 
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. whether we are issuing the Debt Securities as bearer securities; 

any limitations on transfer or exchange of Debt Securities or the right to obtain registration of their transfer, and the terms and amount of anj 
service charge required for registration of transfer or exchange; 

any exceptions to the provisions governing payments due on legal holidays, or any variations in the definition of business day with respect tc 
the Debt Securities; 

any collateral security, assurance, guarantee or other credit enhancement applicable to the Debt Securities; and 

any other terms of the Debt Securities not in conflict with the provisions of the applicable Debt Securities Indenture. 

Tor more information, see Section 301 of the applicable Debt Securities Indenture. 

Debt Securities may be sold at a substantial discount below their principal amount. You should consult the applicable prospectus supplement 
or a description of certain special United States federal income tax considerations that may apply to Debt Securities sold at an original issue 
liscount or denominated in a currency other than dollars. 

Unless the applicable prospectus supplement states otherwise, the covenants contained in the applicable indenture will not afford holders of 
lebt Securities protection in the event we have a change in control or are involved in a highly-leveraged transaction. 

Subordination 

The applicable prospectus supplement may provide that a series of Debt Securities will be Subordinated Debt Securities, subordinate and 
unior in right of payment to all of our Senior Indebtedness, as defined below. If so, we will issue these securities under a separate Debt Securities 
identure for Subordinated Debt Securities. For more information, see Article XV of the applicable Debt Securities Indenture. 

No payment of principal of, including redemption and sinking fund payments, or any premium or interest on, the Subordinated Debt 
Securities may be made if: 

there occur certain acts of bankruptcy, insolvency, liquidation, dissolution or other winding up of our company; 

any Senior Indebtedness is not paid when due, 

any applicable grace period with respect to other defaults with respect to any Senior Indebtedness has ended, the default has riot been cured 
or waived, and the maturity of such Senior Indebtedness has been acceIerated because of the default, or 

. the maturity of the Subordinated Debt Securities of any series has been accelerated because of a default and Senior Indebtedness is then 
outstanding. 

Upon any distribution of our assets to creditors upon any dissolution, winding-up, liquidation or reorganization, whether voluntary or 
involuntary or in bankruptcy, insolvency, receivership or other proceedings, all principal of, and any premium and interest due or to become due 
on, all outstanding Senior Indebtedness must be paid in full before the holders of the Subordinated Debt Securities are entitled to payment. For 
more information, see Section 1502 of the applicable Debt Securities Indenture. The rights of the holders of the Subordinated Debt Securities will 
be subrogated to the rights of the holders of Senior Indebtedness to receive payments or distributions applicable to Senior Indebtedness until all 
amounts owing on the Subordinated Debt Securities are paid in full. For more information, see Section 1504 of the applicable Debt Securities 
Indenture. 

14 

http ://www. sec.goviArchives/edgar/data/3 763 7/000095 0 I4405 005444/g94679e424b5 .htm 3/24/200( 



rage 5~ or 3~ r ionaa rower Lorporation 

As defined in the Subordinated Debt Securities Indenture, the term “Senior Indebtedness” means: 

all obligations (other than non-recourse Obligations and the indebtedness issued under the Subordinated Debt Securities Indenture) of, or 
guaranteed or assumed by, us 

- for borrowed money (including both senior and subordinated indebtedness for borrowed money, but excluding the Subordinated Debt 
Securities); or 

- for the payment of money relating to any lease that is capitalized on our consolidated balance sheet in accordance with generally 
accepted accounting principles; or 

indebtedness evidenced by bonds, debentures, notes or other similar instruments. 

In the case of any such indebtedness or obligations, Senior Indebtedness includes amendments, renewals, extensions, modifications and 
refundings, whether existing as of the date of the Subordinated Debt Securities Indenture or subsequently incurred by us. 

The Subordinated Debt Securities Indenture does not limit the aggregate amount of Senior Indebtedness that we may issue. 

Form, Exchange and Transfer 

Unless the applicable prospectus supplement states otherwise, we will issue Debt Securities only in fully registered form without coupons anc 
in denominations of $1,000 and integral multiples of that amount. For more information, see Sections 20 1 and 302 of the applicable Debt 
Securities Indenture. 

Holders may present Debt Securities for exchange or for registration of transfer, duly endorsed or accompanied by a duly executed instrumen 
of transfer, at the office of the security registrar or at the office of any transfer agent we may designate. Exchanges and transfers are subject to the 
terms of the applicable indenture and applicable limitations for global securities. We may designate ourselves the security registrar. No charge wil 
be made for any registration of transfer or exchange of Debt Securities, but we may require payment of a sum sufficient to cover any tax or other 
governmental charge that the holder must pay in connection with the transaction. Any transfer or exchange will become effective upon the securit 
registrar or transfer agent, as the case may be, being satisfied with the documents of title and identity of the person making the request. For more 
mforrnation, see Section 305 of the applicable Debt Securities Indenture. 

The applicable prospectus supplement will state the name of any transfer agent, in addition to the security registrar initially designated by us, 
for any Debt Securities. We may at any time designate additional transfer agents or withdraw the designation of any transfer agent or make a 
change in the office through which any transfer agent acts. We must, however, maintain a transfer agent in each place of payment for the Debt 
Securities of each series. For more information, see Section 602 of the appIicabIe Debt Securities Indenture. 

We will not be required to: 

. issue, register the transfer of, or exchange any Debt Securities or any tranche of any Debt Securities during a period beginning at the openiq 
of business 15 days before the day of mailing of a notice of redemption of any Debt Securities called for redemption and ending at the close 
of business on the day of mailing; or 

register the transfer of, or exchange any Debt Securities selected for redemption except the unredeemed portion of any Debt Securities being 
partially redeemed. 

For more information, see Section 305 of the applicable Debt Securities Indenture. 

Payment and Paying Agents 

Unless the applicable prospectus supplement states otherwise, we will pay interest on a Debt Security on any interest payment date to the 
person in whose name the Debt Security is registered at the close of 
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business on the regular record date for the interest payment. For more information, see Section 307 of the applicable Debt Securities Indenture. 

Unless the applicable prospectus supplement provides otherwise, we will pay principal and any premium and interest on Debt Securities at the 
office of the paying agent whom we will designate fox thx purpose. Unless the applicable prospectus supplement states otherwise, the corporate 
trust office of the Debt Securities Trustee in New York City will be designated as our sole paying agent for payments with respect to Debt 
Securities of each series. Any other paying agents initially designated by us for the Debt Securities of a particular series will be named in the 
applicable prospectus supplement. We may at any time add or delete paying agents or change the office through wbich any paying agent acts. We 
must, however, maintain a paying agent in each place of payment for the Debt Securities of a particular series. For more information, see 
Section 602 of the applicable Debt Securities Indenture. 

A11 money we pay to a paying agent for the payment of the principal and any premium or interest on any Debt Security that remains 
unclaimed at the end of two years after payment is due will be repaid to us. After that date, the holder of that Debt Security shall be deemed an 
unsecured general creditor and may look only to us for these payments. For more information, see Section 603 of the applicable Debt Securities 
Indenture. 

Redemption 

You should consult the applicable prospectus supplement for any terms regarding optional or mandatory redemption of Debt Securities. 
Except for any provisions in the applicable prospectus supplement regarding Debt Securities redeemable at the holder’s option, Debt Securities 
may be redeemed only upon notice by mail not less than 30 nor more than 60 days prior to the redemption date. Further, if less than all of the Deb1 
Securities of a series, or any tranche of a series, are to be redeemed, the Debt Securities to be redeemed will be selected by the method provided 
for the particular series, In the absence of a selection provision, the Debt Securities Trustee will select a fair and appropriate method of random 
selection. For more mformation, see Sections 403 and 404 of the applicable Debt Securities Indenture. 

A notice of redemption we provide may state: 

9 that redemption is conditioned upon receipt by the paying agent on or before the redemption date of money sufficient to pay the principal of 
and any premium and interest on the Debt Securities; and 

that if the money has not been received, the notice will be ineffective and we will not be required to redeem the Debt Securities. 

For more information, see Section 404 of the applicable Debt Securities Indenture. 

Consolidation, Merger and Sale of Assets 

We may not consolidate with or merge into any other person, nor may we transfer or lease substantially all of our assets and property to any 
person, unless: 

the corporation formed by the consolidation or into which we are merged, or the person that acquires by conveyance or transfer, or that 
leases, substantially all of our property and assets 

- is organized and validly existing under the laws of any domestic jurisdiction; and 

- expressly assumes by supplemental indenture our obligations on the Debt Securities and under the applicable indentures; 

immediately after giving effect to the transaction, no event of default, and no event that would become an event of default, has occurred and 
is continuing; and 

we have delivered to the Debt Securities Trustee an officer’s certificate and opinion of counsel as provided in the applicable indentures. 
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For more information, see Section 1101 of the applicable Debt Securities Indenture. 

Events of Default 

“Event of default” under the applicable indenture with respect to Debt Securities of any series means any of the following: 

failure to pay any interest due on any Debt Security of that series within 30 days; 

failure to pay principal or premium, if any, when due on any Debt Security of that series; 

failure to make any required sinking fimd payment on any Debt Securities of that series; 

breach of or failure to perforrn any other covenant or warranty in the applicable indenture with respect to Debt Securities of that series for 
60 days (subject to extension under certain circumstances for another 120 days) after we receive notice from the Debt Securities Trustee, or 
we and the Debt Securities Trustee receive notice from the holders of at least 33% in principal amount of the Debt Securities of that series 
outstanding under the applicable indenture according to the provisions of the applicable indenture; 

certain events of bankruptcy, insolvency or reorganization; and 

any other event of default set forth in the applicable prospectus supplement. 

For more information, see Section 801 of the applicable Debt Securities Indenture. 

An event of default with respect to a particular series of Debt Securities does not necessarily constitute an event of default with respect to the 
Debt Securities of any other series issued under the applicable indenture, 

If an event of default with respect to a particular series of Debt Securities occurs and is continuing, either the Debt Securities Trustee or the 
holders of at least 33% in principal amount of the outstanding Debt Securities of that series may declare the principal amount of all of the Debt 
Securities of that series to be due and payable immediately. If the Debt Securities of that series are discount securities or similar Debt Securities, 
only the portion of the principal amount as specified in the applicable prospectus supplement may be immediately due and payable. If an event of 
default occurs and is continuing with respect to all series of Debt Securities issued under a Debt Securities Indenture, including all events of 
default relating to bankruptcy, insolvency or reorganization, the Debt Securities Trustee or the holders of at least 33% in principal amount of the 
outstanding Debt Securities of all series issued under that Debt Securities Indenture, considered together, may declare an acceleration of the 
principal amount of all series of Debt Securities issued under that Debt Securities Indenture. There is no automatic acceleration, even in the event 
of our bankruptcy or insolvency. 

The applicable prospectus supplement may provide, with respect to a series of Debt Securities to which a credit enhancement is applicable, 
that the provider of the credit enhancement may, if a default has occurred and is continuing with respect to the series, have all or any part of the 
rights with respect to remedies that would otherwise have been exercisable by the holder of that series. 

At any time after a declaration of acceleration with respect to the Debt Securities of a particular series, and before a judgment or decree for 
payment of the money due has been obtained, the event of default giving rise to the declaration of acceleration will, without further action, be 
deemed to have been waived, and the declaration and its consequences will be deemed to have been rescinded and annulled, if: 

we have paid or deposited with the Debt Securities Trustee a sum sufficient to pay 

- all overdue interest on all Debt Securities of the particular series; 

- the principal of and any premium nn any neht  Securities of that series that have become due otherwise than b y  the declaration of 
acceleration and any interest at the rate prescribed in the Debt Securities 
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- interest upon overdue interest at the rate prescribed in the Debt Securities, to the extent payment is lawfid; and 

- all amounts due to the Debt Securities Trustee under the applicable indenture; and 

any other event of default with respect to the Debt Securities of the particular series, other than the failure to pay the principal of the Debt 
Securities of that series that has become due solely by the declaration of acceleration, has been cured or waived as provided in the applicable 
indenture. 

For more information, see Section 802 of the applicable Debt Securities Indenture. 

The applicable Debt Securities Indenture includes provisions as to the duties of the Debt Securities Trustee in case an event of default OCCUTS 

and is continuing. Consistent with these provisions, the Debt Securities Trustee will be under no obligation to exercise any of its rights or powers 
at the request or direction of any of the holders unless those holders have offered to the Debt Securities Trustee reasonable indemnity against the 
costs, expenses and liabilities that may be incurred by it in compliance with such request or direction. For more infomation, see Section 903 of tht  
applicable Debt Securities Indenture. Subject to these provisions for indemnification, the holders of a majority in principal amount of the 
outstanding Debt Securities of any series m y  direct the time, method and place of conducting any proceeding for any remedy available to the 
Debt Securities Trustee, or exercising any trust or power conferred on the Debt Securities Trustee, with respect to the Debt Securities of that 
series. For more information, see Section 8 12 of the applicable Debt Securities Indenture. 

No holder of Debt Securities may institute any proceeding regarding the applicable indenture, or for the appointment of a receiver or a trustee 
or for any other remedy under the applicable indenture unless: 

the holder has previously given to the Debt Securities Trustee written notice of a continuing event of default of that particular series; 

the holders of a majority in principal amount of the outstanding Debt Securities of all series with respect to which an event of default is 
continuing have made a written request to the Debt Securities Trustee, and have offered reasonable indemnity to the Debt Securities Trustee 
to institute the proceeding as trustee; and 

the Debt Securities Trustee has failed to institute the proceeding, and has not received from the holders of a majority in principal amount of 
the outstanding Debt Securities of that series a direction inconsistent with the request, within 60 days after notice, request and offer of 
reasonable indemnity. 

For more information, see Section 807 of the applicable Debt Securities Indenture. 

The preceding limitations do not apply, however, to a suit instituted by a holder of a Debt Security for the enforcement of payment of the 
principal of or any premium or interest on the Debt Securities on or after the applicable due date stated in the Debt Securities. For more 
information, see Section 808 of the applicable Debt Securities Indenture. 

We must furnish annually to the Debt Securities Trustee a statement by an appropriate officer as to that officer’s knowledge of our 
compliance with all conditions and covenants under each of the indentures for Debt Securities. Our compliance is to be determined without regard 
to any grace period ox notice requirement under the respective indenture. For more information, see Section 606 of the applicable Debt Securities 
Indenture. 

Modification and Waiver 

We and the Debt Securities Trustee, without the consent of the holders of the Debt Securities, may enter into one or more supplementa1 
indentures for any of the following purposes: 

to evidence the assumption by any permitted successor of our covenants in the applicable indenture and the Debt Securities; 
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to add one or more covenants or other provisions for the benefit of the holders of outstanding Debt Securities or to surrender any right or 
power conferred upon us by the applicable indenture; 

to add any additional events of default; 

to change or eliminate any provision of the applicable indenture or add any new provision to it, but if tlus action would adversely affect the 
interests of the holders of any particular series of Debt Securities in any material respect, the action will not become effective with respect to 
that series while any Debt Securities of that series remain outstanding under the applicable indenture; 

to provide collateral security for the Debt Securities; 

to establish the form or terms of Debt Securities according to the provisions of the applicable indenture; 

to evidence the acceptance of appointment of a successor Debt Securities Trustee under the applicable indenture with respect to one or more 
series of the Debt Securities and to add to or change any of the provisions of the applicable indenture as necessary to provide for trust 
adrmnistration under the applicable indenture by more than one trustee; 

to provide for the procedures required to permit the use of a non-certificated system of registration for any series of Debt Securities; 

to change any place where 

- the principal of and any premium and interest on any Debt Securities are payable; 

- any Debt Securities may be surrendered for registration of transfer or exchange; or 

- notices and demands to or upon us regarding Debt Securities and the applicable indentures may be served; or 

to cure any ambiguity or inconsistency, but only by means of changes or additions that will not adversely affect the interests of the holders 
of Debt Securities of any series in any material respect. 

For more information, see Section 1201 of the applicable Debt Securities Indenture. 

The holders of at least a majority in aggregate principal amount of the outstanding Debt Securities of any series may waive: 

compliance by us with certain provisions of the applicable indenture (see Section 607 of the applicable Debt Securities Indenture); and 

any past default under the applicable indenture, except a default in the payment of principal, premium, or interest and certain covenants and 
provisions of the applicable indenture that cannot be modified or amended without consent of the holder of each outstanding Debt Security 
of the series affected (see Section 813 of the applicable Debt Securities Indenture). 

The Trust Indenture Act of 1939 may be amended after the date of the applicable indenture to require changes to the indenture. In this event, 
the indenture will be deemed to have been amended so as to effect the changes, and we and the Debt Securities Trustee may, without the consent 
of any holders, enter into one or more supplemental indentures to evidence or effect the amendment. For more information, see Section 1201 of 
the applicable Debt Securities Indenture. 

Except as provided in this section, the consent of the holders of a majority in aggregate principal amount of the outstanding Debt Securities 
issued pursuant to a Debt Securities Indenture, considered as one class, is required to change in any manner the applicable indenture pursuant to 
one or more supplemental indentures. If less than all of the series of Debt Securities outstanding under a Debt Securities Indenture are directly 
affected by a proposed supplemental indenture, however, only the consent of the holders of a majority in aggregate principal amount n f  the 
outstanding Debt Securities of all series directly affected, considered as one class, will be required. Furthermore, if the Debt Securities of any 
series 
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have been issued in more than one tranche and if the proposed supplemental indenture directly affects the rights of the holders of one or more, but 
not all, tranches, only the consent of the holders of a majority in aggregate principal amount of the outstanding Debt Securities of all tranches 
directly affected, considered as one class, will be required. In addition, an amendment or modification: 

may not, without the consent of the holder of each outstanding Debt Security affected 

- change the maturity of the principal of, or any installment of principaI of or interest on, my Debt Securities; 

- reduce the principal amount or the rate of interest, or the amount of any installment of interest, or change the method of calculating the 
rate of interest; 

- reduce any premium payable upon the redemption of the Debt Securities; 

- reduce the amount of the principal of any Debt Security originally issued at a discount from the stated principal amount that would be 
due and payable upon a declaration of acceleration of maturity; 

- change the currency or other property in which a Debt Security or premium or interest on a Debt Security is payable; or 

- impair the right to institute suit for the enforcement of any payment on or after the stated maturity, or in the case of redemption, on or 
after the redemption date, of any Debt Securities; 

may not reduce the percentage of principal amount requirement for consent of the holders for any supplemental indenture, or for any waiver 
of compliance with any provision of or any default under the applicable indenture, or reduce the requirements for quorum or voting, without 
the consent of the holder of each outstanding Debt Security of each series or tranche affected; and 

may not modify provisions of the applicable indenture relating to supplemental indentures, waivers of certain covenants and waivers of past 
defaults with respect to the Debt Securities of any series, or any tranche of a series, without the consent of the holder of each outstanding 
Debt Security affected. 

A supplemental indenture wit1 be deemed not to affect the rights under the applicable indenture of the holders of any series or tranche of the 
Debt Securities if the supplemental indenture: 

changes or eliminates any covenant or other provision of the applicable indentwe expressly included solely for the benefit of one or more 
other particular series of Debt Securities or tranches thereof; or 

. modifies the rights of the holders of Debt Securities of any other series or tranches with respect to any covenant or other provision. 

For more information, see Section 1202 of the applicable Debt Securities Indenture. 

If we solicit from holders of the Debt Securities any type of action, we may at our option by board resolution fix in advance a record date for 
the determination of the holders entitled to vote on the action. We shall have no obligation, however, to do so. If we fix a record date, the action 
may be taken before or after the record date, but only the holders of record at the close of business on the record date shall be deemed to be holder 
for the purposes of determining whether holders of the requisite proportion of the outstanding Debt Securities have authorized the action. For that 
purpose, the outstanding Debt Securities shall be computed as of the record date. Any holder action shall bind every future holder of the same 
security and the holder of every security issued upon the registration of transfer of or in exchange for or in lieu of the security in respect of 
anything done or permitted by the Debt Securities Trustee or us in reliance on that action, whether or not notation of the action is made upon the 
security. For more information, see Section 104 of the applicable Debt Securities Indenture. 
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Defeasance 

Unless the applicable prospectus supplement provides otherwise, any Debt Security, or portion of the principal amount of a Debt Security, 
will be deemed to have been paid for purposes of the applicable indenture, and, at our election, our entire indebtedness in respect of the Debt 
Security, or portion thereof, will be deemed to have been satisfied and discharged, if we have irrevocably deposited with the Debt Securities 
Trustee or any paying agent other than us, in trust money, certain eligible obligations, as defined in the applicable indenture, or a combination of 
the two, sufficient to pay principal of and any premium and interest due and to become due on the Debt Security or portion thereof. For more 
information, see Section 701 of the applicable Debt Securities Indenture. For this purpose, unless the applicable prospectus supplement provides 
otherwise, eligible obligations include direct obligations of, or obligations unconditionally guaranteed by, the United States, entitled to the benefit 
of full faith and credit of the United States, and certificates, depositary receipts or other instruments that evidence a direct ownership interest in 
those obligations or in any specific interest or principal payments due in respect of those obligations. 

Resignation, Removal of Debt Securities Trustee; Appointment of Successor 

The Debt Securities Trustee may resign at any time by giving written notice to us or may be removed at any time by an action of the holders 
of a majority in principal amount of outstanding Debt Securities delivered to the Debt Securities Trustee and us. No resignation or removal of the 
Debt Securities Trustee and no appoinment of a successor trustee will become effective until a successor trustee accepts appointment In 
accordance with the requirements of the applicable indenture. So long as no event of default or event that would become an event of default has 
occurred and is continuing, and except with respect to a Debt Securities Trustee appointed by an action of the holders, if we have delivered to the 
Debt Securities Trustee a resolution of our board of hectors appointing a successor trustee and the successor trustee has accepted the appointmen 
in accordance with the terms of the applicable indenture, the Debt Securities Trustee will be deemed to have resigned and the successor trustee 
will be deemed to have been appointed as trustee in accordance with the applicable indenture. For more information, see Section 910 of the 
applicable Debt Securities Indenture. 

Notices 

We will give notices to holders of Debt Securities by mail to their addresses as they appear in the Debt Security Register. For more 
information, see Section 106 of the applicable Debt Securities Indenture. 

Title 

The  Debt Securities Trustee and its agents, and we and our agents, may treat the person in whose name a Debt Security is registered as the 
absolute owner of that Debt Security, whether or not that Debt Security may be overdue, for the purpose of making payment and fur all other 
purposes. For more information, see Section 308 of the applicable Debt Securities Indenture, 

Governing Law 

The Debt Securities Indentures and the Debt Securities, including any Subordinated Debt Securities Indentures and Subordinated Debt 
Securities, will be governed by, and construed in accordance with, the law of the State of New York. For more information, see Section 112 of the 
applicable Debt Securities Indenture. 
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GLOBAL SECURTTIES 

We may issue some or all of the First Mortgage Bonds or Debt Securities of any series as global securities. We will register each global 
security in the name of a depositary identified in the applicable prospectus supplement. The global securities will be deposited with a depositary 01 

nominee or custodian for the depositary and will bear a legend regarding restrictions on exchanges and registration of transfer as discussed below 
and any other matters to be provided pursuant to the indenture. 

As long as the depositary or its nominee is the registered holder of a global security, that person will be considered the sole owner and holder 
of the global security and the securities represented by it for all purposes under the securities and the indenture. Except in limited circumstances, 
owners of a beneficial interest in a global security: 

will not be entitled to have the global security or any securities represented by it registered in their names; 

will not receive or be entitled to receive physical delivery of certificated securities in exchange for the global security; and 

will not be considered to be the owners or hoiders of the global security or any securities represented by it for any purposes under the 
securities or the indenture. 

We will make all payments of principal and any premium and interest on a global security to the depositary or its nominee as the holder of the 
global security. The laws of some jurisdictions require that certain purchasers of securities take physical delivery of securities in definitive form. 
T’hese laws may impair the ability to transfer beneficial interests in a global security. 

Ownership of beneficial interests in a global security will be limited to institutions having accounts with the depositary or its nominee, called 
“participants” for purposes of this discussion, and to persons that hold beneficia1 interests through participants. When a global security is issued, 
the depositary will credit on its book entry, registration and transfer system the principal amounts of securities represented by the global security ti 
the accounts of its participants. Ownershp of beneficial interests in a global security will be shown only on, and the transfer of those ownership 
interests will be effected only through, records maintained by: 

the depositary, with respect to participants’ interests; or 

any participant, with respect to interests of persons held by the participants on their behalf. 

Payments by participants to owners of beneficial interests held through the participants will be the responsibility of the participants. The 
depositary may from time to time adopt various policies and procedures goveming payments, transfers, exchanges and other matters relating to 
beneficial interests in a global security. None of the following will have any responsibility or liability for any aspect of the depositary’s or any 
participant’s records relating to, or for payments made on account of, beneficial interests in a global security, or for maintaining, supervising or 
reviewing any records relating to those beneficial interests: 

us or our affiliates; 

the trustee under any indenture; or 

any agent of any of the above. 
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PLAN OF DISTRIBUTION 

Unless the applicable prospectus Supplement provides otherwise, we expect to sell the securities in any of three ways: 

through underwriters or dealers; 

directly through a limited number of institutional purchasers or to a single purchaser; or 

through agents. 

The applicable prospectus supplement will set forth the terms under which the securities are offered, including 

the names of any underwriters, dealers or agents; 

the purchase price and the net proceeds to us from the sale; 

any underwriting discounts and other items constituting underwriters’ compensation; 

any initial public offering price; and 

9 any discounts or concessions allowed, re-allowed or paid to dealers. 

We or any underwriters or dealers may change from time to time any initial public offering price and any discounts or concessions allowed or 
re-allowed or paid to dealers. 

If we use underwriters in the sale, the securities will be acquired by the underwriters for their own account and may be resold in one or more 
transactions, including negotiated transactions, at a fixed public offering price or at varying prices determined at the time of the saIe. Unless the 
applicable prospectus supplement states otherwise, the obligations of the underwriters to purchase the securities will be subject to certain 
conditions, and the underwriters will be severally obligated to purchase all of the securities, except that in certain cases involving a default by an 
underwriter, less than all of the securities may be purchased. If we sell securities through an agent, the applicable prospectus supplement will state 
the name and any commission payable by us to the agent. Unless the prospectus supplement provides otherwise, any agent acting for us will be 
acting on a best efforts basis for the period of its appointment. 

The applicable prospectus supplement will state whether we will authorize agents, underwriters or dealers to solicit offers by certain specified 
institutions to purchase securities at the public offering price set forth in the prospectus supplement pursuant to delayed delivery contracts 
providing for payment and delivery on a specified future date. These contracts will be subject to the conditions set forth in the prospectus 
supplement. Additionally, the prospectus supplement will set forth the commission payable for solicitation of these contracts. 

Agents and underwriters may be entitled, under agreements with us, to indemnification by us against certain civil liabilities, including 
liabilities under the Securities Act of 1933. 

EXPERTS 

The financial statements and the related financial statement schedule as of and for the years ended December 3 1, 2002 and 200 1 incorporated 
in this prospectus from our Annual Report on Form 10-K for the year ended December 3 1, 2002 have been audited by Deloitte & Touche LLP, 
independent auditors, as stated in their reports, which are incorporated herein by reference, and have been so incorporated in reliance upon the 
reports of such fim given upon their authority as experts in accounting and auditing. 

The financial statements and the related financial statement schedule for the year ended December 3 1, 2000, included in our Annual Report 01 
Form 10-K for the year ended December 3 1,2002, have been incorporated by reference in this prospectus and the registration statement in relianc, 
upon the report of KPMG LLP, independent certified public accountants, incorporated by reference in the prospectus, and given upon the authorit 
of that fim as experts in accounting and auditing. 
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On March 21,2001, our Board of Directors formally elected to engage Deloitte & Touche LLP as our independent accountants and to dismiss 
KPMG as such independent accountant. Deloitte & Touche became our independent accountant upon KPMG’s completion of the 2000 audit and 
our issuance of t h e  related fmancial statements. For additional detail regarding our change in independent accountants, please refer to “ITEM 9 - 
Changes in and Disagreements with Accountants on Accounting and Financial Disclosure” included in our Form 10-K for the year ended 
December 31,2001. 

LEGAL OPINIONS 

Unless the applicable prospectus supplement provides otherwise, R. Alexander Glenn, Associate General Counsel of Progress Energy Service 
Company, LLC, and Hunton & Williams, our outside counsel, will issue opinions about the legality of the offered securities for us. Unless the 
applicable prospectus supplement provides otherwise, any underwriters or agents will be advised about issues relating to any offering by their 
legal counsel, Dewey Ballantine LLP of New York, New York. 
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SECURITIES AND EXCHANGE COMMISSION 
Washington, D. C. 20549 

FORM T-1 

STATEMENT OF ELIGIBILITY 
UNDER THE TRUST INDENTURE ACT OF 1939 OF 

A CORPORATION DESIGNATED TO ACT AS TRUSTEE 

CHECK IF AN APPLICATION TO DETERMINE ELIGIBILITY OF 
A TRUSTEE PURSUANT TO SECTION 305(b)(2) X 

J. P. MORGAN TRUST COMPANY, NATIONAL 
ASSOCIATION 

(Exact name of trustee as specified in its charter) 
(State of incorporation 
if not a national bank) 

1999 Avenue of the Stars - Floor 26 
Los AngeIes, CA 
(Address of principal executive offices) 

Christopher C. Holly, Esq. 
Vice President and Assistant General Counsel 

227 West Monroe Street, Suite 2600 
Chicago, Illinois 60606 

Tel: (3 12) 267-5063 
(Name, address and telephone number of agent for service) 

Florida Power Corporation 
d/b/a Progress Energy Florida, Inc. 

(Exact name of obligor as specified in its charter) 
Florida 
(State or other jurisdiction of 
incorporation or organization) 

100 Central Avenue 
St. Petersburg, Florida 
(Address of principal executive offices) 

95-465507: 
(I.R.S. employe 

identification No. 

9006 
(Zip Code 

59-0247771 
(I.R.S. employe 

identification No. 

3370 
(Zip Code 

Debt Securities 
(Title of the indenture securities) 

http ://www.sec.gov/Archives/edgar/datd37637/0000950 144050 125 S4/g98607t 1 e305b2 .htm 3 /24/200( 



Progress Energy Florida, Inc. 

http://www.sec.gov/Archives/edgar/data/3 7637/0U0095O 144050 125 84/g98607t 1 e3Mb2 .htm 3 /24/2 OO( 



Progress Energy Florida, Inc. Page 4 of27 

Item 1. General Information. 

Furnish the following information as to the trustee: 

(a) Name and address of each examining or supervising authority to which it is subject. 

Comptroller of the Currency, Washington, D.C. 
Board of Governors of the Federal Reserve System, Washington, D.C. 

(b) Whether it is authorized to exercise corporate trust powers. 

Yes. 

Item 2. Affiliations with Obligor. 

If the Obligor is an affiliate of the trustee, describe each such affiliation. 

None. 

Pursuant to General Instruction B of the Form T-1, no responses are included for Items 3-15 of this Form T-1 because the Obligor is not 
in default as provided under Item 13. 

Item 16. List of Exhibits. 

List below all exlubits filed as part of this statement of eligibility. 

Exhibit 1. Articles of Association of the Trustee as Now in Effect 

Exhibit 2. Certificate of Authority of the Trustee to Commence Business 

Exhibit 3, Authorization of the Trustee to Exercise Corporate Trust Powers 

Exhibit 4. Existing By-Laws of the Trustee 

Exhibit 5 .  Not Applicable 

Exhibit 6. "he consent of the Trustee required by Section 321 (b) of the Act 

Exhibit 7. A copy of the latest report of condition of the Trustee, published pursuant to law or the requirements of its supervising or 
examining authority 

Exhibit 8. Not Applicable 

Exhibit 9. Not Applicable 
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S I G N A m E  

Pursuant to the requirements of the Trust Indenture Act of 1939, the Trustee, J. P. Morgan Trust Company, National Association, has duly 
caused this statement of eligibility and qualification to be signed on its behalf by the undersigned, thereunto duly authorized, all in the City of 
Chicago, and State of Illinois, on the 8th day of December, 2005. 

J. P. Morgan Trust Company, National Association 

By / s i  Janice Ott Rotunno 
Janice Ott Rotunno 
Vice President 
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EXWIBIT 1 

Articles of Association of the Trustee as Now in Effect 

J.P. MORGAN TRUST COMPANY, 

NATIONAL ASSOCIATION 

CHARTER NO. 23470 

ARTICLES OF ASSOCIATION 

For the purpose of organizing an Association to perform any lawful activities of national banks, the undersigned do enter into the following 
Articles of Association: 

FIRST. The title of this Association shall be J.P. Morgan Trust Company, National Association (the “Association”). 

SECOND. The main office of the Association shall be in the City of Los Angeles, County of Los Angeles, State of California. The general 
business of the Association shall be conducted at its main office and its branches. 

THIRD. The board of directors of this Association shall consist of not less than five nor more than twenty-five persons, the exact number to be 
fixed and determined from time to time by resolution of a majority of the full board of directors or by resolution of a majority of the shareholders 
at any annual or special meeting thereof. Each director, during the full term of his directorship, shall own common or preferred stock of the 
Association or of a holding company owning the Association, with an aggregate par, fair market or equity value of not less than $1,000. Any 
vacancy in the board of directors may be filled by action of the shareholders or a majority of the remaining directors. 

Terms of directors, including directors selected to fill vacancies, shall expire at the next regular meeting of shareholders at which directors are 
elected, unless the directors resign or are removed from office. 

Despite the expiration of a director’s term, the director shall continue to serve until hs or her successor is elected and qualifies or until there is a 
decrease in the number of directors and h s  or her position is eliminated. 

FOURTH. There shall be an annual meeting of the shareholders to elect directors and transact whatever other business may be brought before the 
meeting. It shall be held at the main office or any other convenient place the board of directors may designate, on the day of each year specified 
therefore in the by-laws, or if that day falls on a legal holiday in the state in which the Association is located, on the next following banking day. I 
no election is held on the day fixed or in event of a legal holiday, on the following banking day, an election may be held on any subsequent day 
within 60 days of the day fixed, to be designated by the board of directors, or, if the directors fail to fix the day, by shareholders representing two- 
thirds of the shares issued and outstanding. Advance notice of the meeting may be waived duly waived by the sole shareholder in accordance with 
12 C.F.R. 
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9 7.2001. 

A director may resign at any time by delivering written notice to the board of directors, its Chairperson, or to the Association, which resignation 
shall be effective when the notice is delivered unless the notice specifies a later effective date. 

A director may be removed by shareholders at a meeting called to remove hm or her, when notice of the meeting stating that the purpose or one 01 
the purposes is to remove him or her is provided, if there is a failure to fulfill one of the affirmative requirements for qualification, or for cause. 

FIFTH. The authorized amount of capital stock of this Association shall be Six Hundred Thousand ($600,000), divided into Six Thousand (6,000) 
shares of common stock of the par value of One Hundred dollars ($100) each; but said capital stock m y  be increased or decreased from time to 
time, according to the provisions of the laws of the United States. 

No holder of shares of the capital stock of any class of the Association shall have any preemptive or preferential right of subscription to any shares 
of any class of stock of the Association, whether now or hereafter authorized, or to any obligations convertible into stock of the Association, 
issued, or sold, nor any right to subscription to any thereof other than such, if any, as the board of directors, in its discretion may from time to time 
determine and at such price as the board of directors may from time to time fix. 

Unless otherwise specified in the Articles of Association or required by law, (1) all matters requiring shareholder action, including amendments to 
the Articles of Association, must be approved by shareholders owning a majority voting interest in the outstanding voting stock, and (2) each 
shareholder shall be entitled to one vote per share. 

The Association, at any time and from time to time, may authorize and issue debt obligations, whether or not subordinated, without the approval o 
the shareholders. 

SIXTH. The board of directors may appoint one of its members President of this Association, and one of its members Chairperson of the board or 
two of its members as Co-Chairpersons of the board, and shall have the power to appoint one or more Vice Presidents, a Secretary who shall keep 
minutes of the directors’ and shareholders’ meetings and be responsible for authenticating the records of the Association, and such other officers 
and employees as may be required to transact the business of this Association. A duly appointed officer may appoint one or more officers or 
assistant officers if authorized by the board of directors in accordance with the by-laws. 

The board of directors shall have the power to: 

(1) Define the duties of the officers, employees, and agents of the Association. 

(2) Delegate the performance of its duties, but not the responsibility for its duties, to the officers, employees, and agents of the Association. 

(3) Fix the compensation and enter into employment contracts with its officers and employees upon reasonable tenns and conditions consistent 
with applicable law. 
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Dismiss officers and employees. 

Require bonds from officers and employees and fix the penalty thereof. 

Ratify written policies authorized by the Association’s management or cormnittees of the board. 

Regulate the manner in which any increase or decrease of the capital of the Association shall be made, provided that nothing herein shall 
restrict the power of shareholders to increase or decrease the capital of the Association in accordance with law. 

Manage and adrmnister the business and affairs of the Association. 

Adopt initial by-laws, not inconsistent with law or the Articles of Association, for managing the business and regulating the affairs of the 
Association. 

Amend or repeal by-laws, except to the extent that the Articles of Association reserve this power in whole or in part to shareholders. 

Make contracts. 

Generally perform all acts that are legal for a board of hectors to perform. 

SEVENTH, The board of directors shall have the power to change the location of the main office to any other location permitted under applicable 
law, without the approval of the shareholders, and shall have the power to establish or change the location of any branch or branches of the 
Association to any other location permitted under applicable law, without the approval of the shareholders subject to approval by the Office of the 
Comptroller of the Currency. 

EIGHTH. The corporate existence of ths  Association shall continue until termination according to the laws of the United States. 

NINTH. These Articles of Association m y  be amended at any regular or special meeting of the shareholders by the affirmative vote of the holder 
of a majority of the stock of this Association, unless the vote of the holders of a greater amount of stock is required by law, and in that case by the 
vote of the holders of such greater amount. The Association’s board of directors may propose one or more amendments to the Articles of 
Association for submission to the shareholders. 
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EXHIBIT 2 

Certificate of Authority of the Trustee to Commence Business 

Comptroller of the Currency 
Administrator of Nationaf Banks 
Washington, D.C. 20219 

Certificate of Corporate Existence and Fiduciary Powers 

I, John C. Dugan, Comptroller of the Currency, do hereby certify that: 

1. The Comptroller of the Currency, pursuant to Revised Statutes 324, et seq., as amended, 12 U.S.C. 1, et seq., as amended, has possession, 
custody and control of all records pertaining to the chartering of all National B a h g  Associations. 

2. “J.P. Morgan Trust Company, National Association,” Los Angeles, Califomia, {Charter No. 23470) is a National Banking Association formed 
under the laws of the United States and is authorized thereunder to transact the business of banking and exercise Fiduciary Powers on the date of 
this Certificate. 

IN TESTIMONY WHEREOF, I have hereunto subscribed my name and 
caused my seal of office to be affixed to these presents at the Treasury 
Department in the City of Washington and District of Columbia, this 
October 27, 2005. 

/s/ John C. Dugan 
Comptroller of the Currency 
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EXHIBIT 3 

Authorization of the Trustee to Exercise Corporate Trust Powers 

Comptroller of the Currency 
Administrator of National Banks 
Washington, D.C. 20219 

Certificate of Corporate Existence and Fiduciary Powers 

I, John C. Dugan, Comptroller of the Currency, do hereby certify that: 

1. The Comptroller of the Currency, pursuant to Revised Statutes 324, et seq., as amended, 12 U.S.C. 1, et seq., as amended, has possession, 
custody and control of all records pertaining to the chartering of all National Banking Associations. 

2. “J.P. Morgan Trust Company, National Association,” Los Angeles, California, (Charter No. 23470) is a National Banking Association formed 
under the laws of the United States and is authorized thereunder to transact the business of banking and exercise Fiduciary Powers on the date of 
this Certificate. 

IN TESTIMONY WHEREOF, I have hereunto subscribed my name and 
caused my seal of office to be affixed to these presents at the Treasury 
Department in the City of Washington and District of Columbia, this 
October 27,2005. 

/ s i  John C. Dugan 
Comptroller of the Currency 
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EXHIBIT 4 

Existing By-Laws of the Trustee 

BY-LAWS 

OF 

J.P. MORGAN TRUST COMPANY, 

NATIONAL ASSOCIATION 

As amended through December 3,2001 

J.P. MORGAN TRUST COMPANY, 

NATIONAL ASSOCIATION 

BY-LAWS 

Article I 

Meetings of Shareholders 

Section 1.1. Annual Meeting. The regular amual meeting of the shareholders to elect &rectors and transact whatever other business may properly 
come before the meeting, shall be held at the main office of the Association, or such other place as the board may designate, and at such time in 
each year as may be designated by the board of directors. Unless otherwise provided by law, notice of the meeting may be waived by the 
Association’s sole shareholder in accordance with 12 C.F.R. 5 7.2001. If, for any cause, an election of directors is not made on that date, or in the 
event of a legal holiday, on the next following banking day, an election may be held on any subsequent day within 60 days of the date fixed, to be 
designated by the board, or, if the directors fail to fix the date, by shareholders representing two thirds of the shares issued and outstanding. 
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Section 1.2. Special Meetings. Except as otherwise specifically provided by statute, special meetings of the shareholders may be called for any 
purpose at any time by a majority of the board of directors or by any one or more shareholders owning, in the aggregate, not less than twenty-five 
percent of the stock of the Association or by the Chairperson of the board of directors or the President. Unless otherwise provided by law, advance 
notice of a special meeting may be waived by the Association’s Sole Shareholder in accordance with 12 C.F.R. 6 7.2001. 

Section 1.3. Nominations ofDirectors. Nominations for election to the board of directors may be made by the board of directors or by any 
stockholder of any outstanding class of capital stock of the Association entitled to vote for the election of directors. Nominations, other than those 
made by or on behalf of the existing management of the Association, shall be made in writing and shall be delivered or mailed to the President of 
the Association and to the Comptroller of the Currency, Washington, D.C., not less than 14 days nor more than 50 days prior to any meeting of 
shareholders called for the election of directors, provided, however, that if less than 2 1 days’ notice of the meeting is given to shareholders, such 
nomination shall be mailed or delivered to the President of the Association and to the Comptroller of the Currency not later than the close of 
business on the seventh (7th) day following the day on which the notice of meeting was mailed. Such notification shall contain the following 
information to the extent known to the notifying shareholder. 

(1) The name and address of each proposed nominee. 

(2) The principal occupation of each proposed nominee. 

(3) The total number of shares of capital stock of the Association that will be voted for each proposed nominee. 

(4) The name and residence address of the notifying shareholder. 

(5) The number of shares of capital stock o f  the Association owned by the notifying shareholder. 
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Nominations not made in accordance herewith may, in hisher discretion, be disregarded by the Chairperson of the meeting, and upon hisher 
instructions, the vote tellers may disregard all votes cast for each such nominee. 

Section 1.4. Proxies. Shareholders may vote at any meeting of the shareholders by proxies duly authorized in writing, but no officer or employee 
of this Association shall act as proxy. Proxies shall be valid only for one meeting to be specified therein, and any adjouments of such meeting. 
Proxies shall be dated and filed with the records of the meeting. Proxies with rubber stamped facsimile signatures may be used and unexecuted 
proxies may be counted upon receipt of a confirming telegram from the shareholder. Proxies meeting above requirements submitted at any time 
during a meeting shall be accepted. 

Section 1.5 Quorum. A majority of the outstanding capital stock, represented in person or by proxy, shall constitute a quorum at any meeting of 
shareholders, unless otherwise provided by law, or by the shareholders or directors pursuant to Section 10.2, but less than a quorum may adjourn 
any meeting, from time to time, and the meeting may be held, as adjourned, without further notice. A majority of the votes cast shall decide every 
question or matter submitted to the shareholders at any meeting, unless otherwise provided by law or by the Articles of Association, or by the 
shareholders or directors pursuant to Section 10.2. Any action required or permitted to be taken by the shareholders may be taken without a 
meeting by unanimous written consent of the shareholders to a resolution authorizing the action. The resolution and the written consent shall be 
filed with the minutes of the proceedings of the shareholders. 

Article I1 

Directors 

Section 2.1. Board of Directors. The board of directors (“board”) shall have the power to manage and administer the business and affairs of the 
Association. Except as expressly limited by law, all corporate powers of the Association shall be vested in and may be exercised by the board. 

Section 2.2. Number. The board shall consist of not less than five nor more than twenty-five persons, the exact number within such minimum and 
maxi”  limits to be fixed and determined from time to time by resolution of a majority of the full board or by resolution of a majority of the 
shareholders at any meeting thereof; provided, however, 
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hat a majority of the full board may not increase the number of directors to a number which: (1) exceeds by more than two the number of 
lirectors last elected by shareholders where such number was 15 or less; and (2) exceeds by more than four the number of directors last elected by 
;hareholders where such number was 16 or more, but in no event shall the number of directors exceed 25. 

Section 2.3. Organization Meetilzg. The Secretary shall notify the directors-elect of their election and of the time at which they are required to 
neet at the main office of the Association to organize the new board and elect and appoint officers of the Association for the succeeding year. 
Such meeting shall be held on the day of the election or as soon thereafter as practicable, and, in any event, withm 30 days thereof. If, at the time 
?xed for such meeting, there shall not be a quorum, the directors present may adjourn the meeting, fiom time to time, until a quorum is obtained. 

Section 2.4. Regular Meetings. The time and location of regular meetings of the board shall be set by the board. Such meetings may be held 
without notice. Any business may be transacted at any regular meeting. The board may adopt any procedures for the notice and conduct of any 
neetings as are not prohibited by law. 

Section 2.5. Special Meetings. Special meetings of the board may be called at the request of the Chairperson or Co-Chanperson of the board, the 
?resident, or three or more directors. Each member of the board shall be given notice stating the time and place, by telegram, telephone, letter or ii 
Jerson, of each such special meeting at least one day prior to such meeting, Any business may be transacted at any special meeting. 

Section 2.6.  Action by the Board. Except as otherwise provided by law, corporate action to be taken by the board shall mean such action at a 
neeting of the board. Any action required or permitted to be taken by the board or any committee of the board may be taken without a meeting if 
xll members of the board or the committee consent in writing to a resolution authorizing the action. The resolution and the written consents theretc 
;hall be filed with the minutes of the proceedings of the board or committee. Any one or more members of the board or any committee may 
?artkipate in a meeting of the board or committee by means of a conference telephone or similar communications equipment allowing all persons 
Darticipating in the meeting to hear each other at the same time. Participation by such means shall constitute presence in person at such meeting. 

Section 2.7. Waiver afNotice. Notice of a special meeting need not be given to any director who submits a signed waiver of notice, whether beforr 
3r after the meeting, or who attends the meeting without protesting, prior thereto or at its commencement, the 
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lack of notice to h m  or her. 

Section 2.8. Quorum and Manner of Acting. Except as otherwise required by law, the Articles of Association or these by-laws, a majority of the 
directors shall constitute a quorum for the transaction of any business at any meeting of the board and the act of a majority of the directors present 
and voting at a meeting at which a quorum is present shall be the act of the board. In the absence of a quorum, a majority of the directors present 
may adjoum any meeting, from time to time, until a quorum is present and no notice of any adjoumed meeting need be given. At any such 
adjourned meeting at which a quorum is present, any business may be transacted which might have been transacted at the meeting as originally 
called. 

Section 2.9. Vucancies. In the event a majority of the full board increases the number of directors to a number which exceeds the number of 
directors last elected by shareholders, as permitted by Section 2.2, directors may be appointed to fill the resulting vacancies by vote of such 
majority of the full board. In the event of a vacancy in the board for any other cause, a director may be appointed to fill such vacancy by vote of a 
majority of the remaining directors then in office. 

Section 2.10. Removal ufDirecturs. The vacancy created by the removal of a director pursuant to t h s  Section may be filled by the board in 
accordance with Section 2.9 of these by-laws or by the shareholders. 

Article I11 

Committees 

Section 3.1. Executive Committee. There may be an executive committee consisting of the Chairperson or Co-Chanperson of the board and not 
less than two other directors appointed by the board annually or more often. Subject to the limitations in Section 3.4(g) of these by-laws, the 
executive committee shall have the maxi"  authority permitted by law. 

Section 3.2. Audit Committee. There may be an audit committee composed of not less than two directors, exclusive of any active officers, 
appointed by the board annually or more often, whose duty it shall be to make an examination at least once during each 
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calendar year and 
made, by auhtors r 
examinations shall 

Section 3.3. Other Committees. The board may appoint, from time to time, other committees of one or more persons, €or such purposes and with 
such powers as the board may determine. 

months of the last examination into the affairs of the Association, or cause continuous suitable examinations to be 
and to report the results of any such examinations in writing to the board from time to time. Such 
business of the Association as may be required by law or regulation. 

Section 3.4. General. 

(a) Each committee shall elect a Chairperson from among the members thereof and shall also designate a Secretary of the committee, who 
shall keep a record of its proceedings. 

(b) Vacancies occurring from time to time in the membership of any committee shall be filled by the board for the unexpired term of the 
member whose departure causes such vacancy. The board may designate one or more alternate members of any committee, who may replace any 
absent member or members at any meeting of such committee. 

(c) Each committee shall adopt its own rules of procedure and shall meet at such stated times as it may, by resolution, appoint. It shall also 
meet whenever called together by its Chairperson or the Chairperson of the board. 

(d) No notice of regular meetings of any committee need be given. Notice of every special meeting shall be given either by mailing such notic1 
to each member of such committee at his or her address, as the same appears in the records of the Association, at least two days before the day of 
such meeting, or by notifying each member on or before the day of such meeting by telephone or by personal notice, or by leaving a written notict 
at his or her residence or place of business on or before the day of such meeting. Waiver of notice in writing of any meeting, whether prior or 
subsequent to such meeting, or attendance at such meeting, shall be equivalent to notice of such meeting. Unless otherwise indicated in the notice 
thereof, any and all business may be transacted at any special meeting. 
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(e) All committees shall, with respect to all matters, be subject to the authority and direction of the board and shall report to it when required. 

(0 Unless otherwise required by law, the Articles of Association or these by-laws, a quorum at any meeting of any committee shall be one- 
third of the fbll membership and the act of a majority of members present and voting at a meeting at which a quorum is present shall be the act of 
the committee. 

(9) No committee shall have authority to take any action which is expressly required by law or regulation to be taken at a meeting of the board 
or by a specified proportion of directors. 
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Article IV 

Oficers and Employees 

Section 4.1. Chairperson of the Board. The board shall appoint one of its members to be the Chalrperson ofthe board, or two persons to serve as 
Co-Chairperson of the board to serve at its pleasure. Such person shall preside at all meetings of the board. The Chairperson or Co-Chairpersons o 
the board shall supervise the carrying out of the policies adopted or approved by the board; shall have general executive powers, as well as the 
specific powers conferred by these by-laws; and shall also have and may exercise such m e r  powers and duties as from time to time may be 
conferred upon, or assigned by the board. 

Section 4.2. President. The board may appoint one of its members to be the President of the Association. In the absence of the Chairperson or Co- 
Chairpersons, the President shall preside at any meeting of the board. The President shall have general executive powers, and shall have and may 
exercise any and all other powers and duties pertaining by law, regulation, or practice to the office of President, or imposed by these by-laws. The 
President shall also have and may exercise such further powers and duties as from time to time may be conferred, or assigned by the board. 

Section 4.3. Vice President. The board may appoint one or more Vice Presidents. Each Vice President shall have such powers and duties as may 
be assigned by the board. 

Section 4.4. Secretary. The board shall appoint a Secretary, Cashier, or other designated officer who shall be Secretary of the board and of the 
Association, and shall keep accurate minutes of all meetings. The Secretary shall attend to the giving of all notices required by these by-laws; shal 
be custodian of the corporate seal, records, documents and papers of the Association; shall provide for the keeping of proper records of all 
transactions of the Association; shall have and may exercise any and all other powers and duties pertaining by law, regulation or practice, to the 
office of Cashier, or imposed by these by-laws; and shall also perform such other duties as may be assigned from time to time, by the board. 

Section 4.5. Other Officers. The board may appoint one or more Assistant Vice Presidents, one or more Trust Officers, one or more Assistant 
Secretaries, one or more 
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Assistant Cashiers, one or more Managers and Assistant Managers of branches and such other officers and attorneys in fact as from time to time 
may appear to the board to be required or desirable to transact the business of the Association. Such officers shall respectively exercise such 
powers and perform such duties as pertain to their several offices, or as may be conferred upon, or assigned to, them by the board, the Chairperson 
or Co-Chairpersons of the board, or the President. The board may authorize an officer to appoint one or more officers or assistant officers. 

Section 4.6. Resignation. An officer may resign at any time by delivering notice to the Association. A resignation is effective when the notice is 
given unless the notice specifies a later effective date. 

Article V 

Fiduciary Activities 

Section 5.1. Trust Committee. There shall be a Trust Committee of this Association composeG of four or more members, who shall be capable and 
experienced officers or directors of the Association. The Committee is charged with the responsibility for the investment, retention, or disposition 
of assets held in accounts with respect to which the Association has investment authority; for the review of the assets of accounts for which the 
Association has investment authority promptly after the acceptance of such an account and at least once during every calendar year thereafter to 
determine the advisability of retaining or disposing of such assets; for the determination of the manner in which proxies received for accounts €or 
which the Association has responsibility for the voting of proxies shall be voted; for the determination of all substantial questions involving 
discretionary authority of the Association of a non-investment nature, including, but not limited to, distribution of principal andior income in 
respect of any account; for providing advice as to the investment, retention, or disposition of assets in investment advisory accounts maintained bq 
the Association; for the making of such reports as h s  board shall require; and for such other responsibilities as may be assigned by this board. 
The Trust Committee, in discharging its aforementioned responsibilities, may authorize officers of the Association to exercise such powers and 
under such conditions as the Committee may from time to time prescribe. 

Section 5.2. Trust Investments. Funds held in a fiduciary capacity shall be invested according to the instrument establishing the fiduciary 
relationship and local law. Where 
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such instrument does not specify the character and class of investments to be made and does not vest in the Association discretion in the matter, 
f n d s  held pursuant to such instrument shall be invested in investments in which corporate fiduciaries may invest under applicable law. 

Section 5.3. Trust Audit Committee. The board shall appoint a committee of at least two directors, exclusive of any active officer of the 
association, whch shall, at least once during each calendar year make suitable audits of the association’s fiduciary activities or cause suitable 
audits to be made by auditors responsible only to the board, and at such time shall ascertain whether fiduciary powers have been administered 
accordmg to law, Part 9 of the Regulations of the Comptroller of the Currency, and sound fiduciary principles. 

Section 5.4. Fiduciary Files. There shall be maintained by the association all fiduciary records necessary to assure that its fiduciary responsibilitie: 
have been properly undertaken and discharged. 

Article VI 

Stock and Stock Certificates 

Section 6.1. Transfers. Shares of stock shall be transferable on the books of the Association, and a transfer book shall be kept in which all transfer: 
of stock shall be recorded. Every person becoming a shareholder by such transfer shall, in proportion to his or her shares, succeed to all rights of 
the prior holder of such shares. 

The board may impose conditions upon the transfer of the stock reasonably calculated to simplify the work of the Association with respect to stocl 
transfers, voting at shareholder meetings, and related matters and to protect it against fraudulent transfers. 

Section 6.2. Stock CertiJicates. Certificates of stock shall bear the signature of the Chairperson or Co-Chairpersons of the board or President 
(whch may be engraved, printed or impressed), and shall be signed manually or by facsimile process by the Secretary, Assistant Secretary, 
Cashier, Assistant Cashier, or any other officer appointed 
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by the board for that purpose, to be known as an authorized officer, and the seal of the Association shall be engraved thereon. Each certificate shal 
recite on its face that the stock represented thereby is transferable only upon the books of the Association properly endorsed. In case any such 
officer who has signed or whose facsimile signature has been placed upon such certificate shall have ceased to be such before such certificate is 
issued, it may be issued by the Association with the same effect as if such officer had not ceased to be such at the time of its issue. The corporate 
seal may be a facsimile, engraved or printed. 

Article VI1 

Corporate Seal 

The Chauperson, the President, the Cashier, the Secretary or any Assistant Cashier or Assistant Secretary, or other officer thereunto designated by 
the board, shall have authority to affix the corporate seal to any document requiring such seal, and to attest the same. Such seal shall be 
substantially in the following form: A circle, with the words “J.P. Morgan Trust Company, National Association” within such circle. 

IMPRESSION 

OF SEAL 

Article VIII 

Miscellaneous Pro vis iu ns 

Section 8.1. Fiscal Year. The fiscal year of the Association shall be the calendar year. 
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Section 8.2. Execution of Instruments. All agreements, indentures, mortgages, deeds, conveyances, transfers, certificates, declarations, receipts, 
discharges, releases, satisfactions, settlements, petitions, schedules, accounts, affidavits, bonds, undertakings, proxies and other instruments or 
documents may be signed, executed, acknowledged, verified, delivered or accepted on behalf of the Association by the Chairperson or Co- 
Charpersons of the board, or the President, or any Vice Chairperson, or any Managing Director, or any Vice President, or any Assistant Vice 
President, or the Chief Financial Officer, or the Controller, or the Secretary, or the Cashier, or, if in connection with the provision of fiduciary, 
corporate trust, escrow or agency services, by any of those officers or by any Trust Officer or any Assistant Trust Officer. Any such instruments 
may also be executed, acknowledged, verified, delivered or accepted on behalf of the Association in such other manner and by such other officers 
or other persons as the board may from time to time direct. The provisions of this Section 8.2 are supplementary to any other provision of these 
by-laws. 

Section 8.3. Records. The Articles of Association, the by-laws and the proceedings of all meetings of the shareholders, the board, and standing 
committees of the board, shall be recorded in appropriate minute books provided for that purpose. The minutes of each meeting shall be signed by 
the Secretary, Cashier or other officer appointed to act as Secretary of the meeting. 

Section 8.4. Corporate Governance Procedures. To the extent not inconsistent with applicable Federal banking law, bank safety and soundness or 
these by-laws, the corporate governance procedures found in the Delaware General Corporation Law shall be followed by the Association. 

Article IX 

indemnification 
Section 9.1. Right tu Indemni$cation. Each person who was or is made a party or is threatened to be made a party to or is otherwise involved in 
any action, suit or proceeding, whether civil, criminal, administrative or investigative (hereinafter a “proceeding”), by reason of the fact that he or 
she is or was a director or an officer of the Association or is or was serving at the request of the Association as a director, officer, employee or 
agent of another corporation or of a partnership, joint venture, trust or other enterprise, including service with respect to an employee benefit plan 
(hereinafter an “indemnitee”), 
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whether the basis of such proceeding is alleged action in an official capacity as a director, officer, employee or agent or in any other capacity whilt 
serving as a director, officer, employee or agent, shall be indemnified and held harmless by the Association to the fullest extent authorized by the 
Delaware General Corporation Law, as the same exists or may hereafter be amended (but, in the case of any such amendment, only to the extent 
that such amendment pennits the Association to provide broader indemnification rights than such law permitted the Association to provide prior tc 
such amendment), against all expense, liability and loss (includmg attorneys’ fees, judgments, fines, ElUSA excise taxes or penalties and amounts 
paid in settlement) reasonably incurred or suffered by such indemnitee in connection therewith; provided, however, that, except as provided in 
Section 9.3 of these by-laws with respect to proceedings to edorce rights to indemnification, the Association shall indemnify any such indemnitee 
in connection with a proceeding (or part thereof) initiated by such indemnitee only if such proceeding (or part thereof) was authorized by the 
board. 

Section 9.2. Right to Advancement of Expenses. The right to indemnification conferred in Section 9.1 of these by-laws shall include the right to be 
paid by the Association the expenses (including attorney’s fees) incurred in defending any such proceedlng in advance of its final disposition 
(hereinafter an “advancement of expenses”); provided, however, that, if the Delaware General Corporation Law requires, an advancement of 
expenses incurred by an indemnitee in his or her capacity as a director or officer (and not in any other capacity in which service was or is rendered 
by such indemnitee, including, without limitation, service to an employee benefit plan) shall be made only upon delivery to the Association of an 
undertaking (hereinafter an “Undertaking”), by or on behalf of such indemnitee, to repay all amounts so advanced if it shall ultimately be 
determined by final judicial decision from which there is no further right to appeal (hereinafter a “final adjudication”) that such indemnitee is not 
entitled to be indemnified for such expenses under this Section 9.2 or otherwise. The rights to indemnification and to the advancement of expense: 
conferred in Sections 9.1 and 9.2 of these by-laws shall be contract rights and such rights shall continue as to an indemnitee who has ceased to be : 
director, officer, employee or agent and shall inure to the benefit of the indemnitee’s heirs, executors and administrators. 

Section 9.3. Right of Indemnitee to Bring Suit. If a claim under Section 9.1 or 9.2 of these by-laws is not paid in full by the Association within 
sixty (60) days after a written claim has been received by the Association except in the case of a claim for an advancement of expenses, in which 
case the applicable period shall be twenty (20) days, the indemnitee may at any time thereafter bring suit against the Association to recover the 
unpaid amount of the claim. If successful in whole or in part in any such suit, or in a suit brought by the Association to recover an advancement of 
expenses pursuant to the terms of an undertaking, the indemnitee shall be entitled to be paid also the expense of prosecuting or defending such 
suit. In (1) any suit brought by the indemnitee to enforce a right to indemnification hereunder (but not in a suit brought by the indemnitee to 
enforce a right to an advancement of expenses) it shall be a defense that, and (2) any suit brought 
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by the Association to recover an advancement of expenses pursuant to the terms of an undertaking, the Association shall be entitled to recover 
such expenses upon a final adjudication that, the indemnitee has not met any applicable standard for indemnification set forth in the Delaware 
General Corporation Law. Neither the failure of the Association (including the board, the Association’s independent legal counsel, or its 
shareholders) to have made a determination prior to the commencement of such suit that indemnification of the indemnitee is proper in the 
circumstances because the indemnitee has met the applicable standard of conduct set forth in the Delaware General Corporation Law, nor an actua 
deterrnination by the Association (including the board, the Association’s independent legal counsel, or its shareholders) that the indemnitee has no 
met such applicable standard of conduct, shall create a presumption that the indemnitee has not met the applicable standard of conduct or, in the 
case of such a suit brought by the indemnitee, be a defense to such suit. In any suit brought by the indemnitee to enforce a right to indemnification 
or to an advancement of expenses hereunder, or brought by the Association to recover an advancement of expenses pursuant to the terms of an 
undertaking, the burden of proving that the indemnitee is not entitled to be indemnified, or to such advancement of expenses, under tlus Article IX 
or otherwise shall be on the Association. 

Section 9.4. Non-Exclusivity ofRights. The rights to indemnification and to the advancement of expenses conferred in this Article IX shall not be 
exclusive of any other right which any person may have or hereafter acquire under any statute, the Association’s Articles of Association, by-laws, 
agreement, vote of shareholders or disinterested directors or otherwise. 

Section 9.5. Insurance. The Association may maintain insurance, at its expense, to protect itself and any director, officer, employee or agent of t h e  
Association or another corporation, partnershp, joint venture, trust or other enterprise against any expense, liability or loss, whether or not the 
Association would have the power to indemnify such person against such expense, liability or loss under the Delaware General Corporation Law. 

Section 9.6. Indemnification of Employees and Agents of the Association. The Association may, to the extent authorized from time to time by the 
board, grant rights to indemnification and to the advancement of expenses to any employee or agent of the Association to the lidlest extent of the 
provisions of this Article IX with respect to the indemnification and advancement of expenses of directors and officers of the Association. 
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Article X 

By -laws 

Section 10.1. Inspection. A copy of the by-laws, with all amendments, shall at all times be kept in a convenient place at the main office of the 
Association, and shall be open for inspection to all shareholders during banking hours. 

Section 10.2. Amendments. The by-laws may be amended, altered or repealed, at any regular meeting of the board by a vote of a majority of the 
total number of the directors except as provided below. The Association’s shareholders may amend or repeal the by-laws even though the by-laws 
may be amended or repealed by its board. 
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EXHIBIT 6 

The consent of the Trustee required by Section 321 (b) of the Act 

December 8,200: 

Securities and Exchange Commission 
Washington, D.C. 20549 

Ladies and Gentlemen: 

h connection with the qualification of an indenture between Florida Power Corporation d/b/a Progress Energy Florida, Inc., and J.P, Morgan Tms 
Company, National Association, as Trustee, the undersigned, in accordance with Section 321(b) of the Trust Indenture Act of 1939, as amended, 
hereby consents that the reports of examinations of the undersigned, made by Federal or State authorities authorized to make such examinations, 
may be fumished by such authorities to the Securities and Exchange Commission upon its request therefor, 

Very truly yows, 

5. P. Morgan Trust Company, National Association 

By: /s/ Janice Ott Rotunno 

Name: Janice Ott Rotunno 
Title: Vice President 
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EXHIBIT 7 

A copy of the latest report of condition of the Trustee, published pursuant to law or the 
requirements of its supervising or examining authority 

30-Sep-05 

($000) 

Bssets 

Clash and Due From Banks 

Securities 

Loans and Leases 

Premises and Fixed Assets 

[ntangible Assets 

3oodwill 

3ther Assets 

Total Assets 

Liabilities 

Deposits 

Other Liabilities 

Total Liabilities 

Equity Capital 

Common Stock 

Surplus 

Retained Earnings 

Total Equity Capital 

Total Liabilities and Equity Capital 
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Filed Pursuant to Rule 424(b)(2 
Registration No. 333-10397~ 

Prospectus Supplement 
[To Prospectus dated April 4,2003) 

$450,000,000 
Florida Power Corporation d/b/a 

Progress Energy Florida, Inc. 
Series A Floating Rate Senior Notes due 2008 

- 

We are offering $450,000,000 of our Series A Floating Rate Senior Notes due 2008 (the “Senior Notes”). We will pay interest on the Senior 
Notes quarterly on February 14, May 14, August 14 and November 14 of each year, beginning on February 14,2006. Interest on the Senior Notes 
will be based ox1 the three-month LIBOR rate plus 0.40%, and will be reset quarterly. The Senior Notes will mature on November 14, 2008. At OUI 
option, we may redeem some or all of the Senior Notes on June 13,2006 or any interest payment date thereafter at a redemption price of 100% of 
the principal amount of the Senior Notes being redeemed plus accrued and unpaid interest to the redemption date. The Senior Notes have no 
sinking fund provisions. The Senior Notes are not obligations of, nor guaranteed by, Progress Energy, Inc., our corporate parent. 

indebtedness from time to time outstanding. 
The Senior Notes will be unsecured senior obligations of our company and will rank equally with all of o u  other unsecured senior 

We do not intend to list the Senior Notes on any securities exchange or to include them in any automated quotation system. 

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of the Senior 
Notes or determined that this prospectus supplement or the accompanying prospectus is accurate or complete. Any representation to the 
contrary is a criminal offense. 

Investing in our Senior Notes involves risks. See ‘‘Risk Factors” on page S-6 of this prospectus supplement. 

Public offering price( 1) 
Underwriting chscount 
Proceeds to us before expenses( 1) 

Per Senior Note 
100.00% 

Total 
$ 450,000,000 

0.35% $ 1,575,000 
$ 448,425,000 99.65% 

[ 1) Plus accrued interest, if any, from December 13,2005, if settlement occurs after that date. 

The Senior Notes are expected to be delivered in global form through the book-entry delivery system of The Depository Trust Company 
against payment in New York, New York on or about December 13,2005. 

Bar clays C apit a1 
Joint Book-Running Managers 

Lehman Brother! 

BNP PARIBAS 
Calyon Securities (USA) 

SunTrust Robinson Humphrey 
UBS Investment Bank 

Deutsche Bank Securities 

Mellon Financial Markets, LLC 

The date of this prospectus supplement is December 7,2005 
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ABOUT THIS PROSPECTUS SUPPLEMENT 

This document is in two parts. The first part is this prospectus supplement, whch describes the specific terms of the Senior Notes we are 
offering and certain other matters relating to us and our financial condition. The second part, the base prospectus, provides more general 
information about the debt securities that we may offer from time to time, some of whch may not apply to the Senior Notes we are offering 
hereby. Generally, when we refer to the prospectus, we are referring to both parts of this document combined. If the description of the Senior 
Notes varies between this prospectus supplement and the accompanying prospectus, you should rely on the information in this prospectus 
supplement. 

have not, authorized anyone to provide you with different information. If anyone provides you with different or inconsistent information, you 
should not rely on it. We are not making an offer of the Senior Notes in any jurisdiction where an offer or sale of them is not permitted. The 
information in this document may only be accurate as of the date of this document. Our business, financial condition, results of operations and 
prospects may have changed since that date. 

Energy Florida,” “we,” “us,” and ‘‘OU~,” or similar terms, are to Florida Power Corporation d/b/a Progress Energy Florida, Inc. In this prospectus 
supplement, references tu “Senior Notes” are to the Series A Floating Rate Senior Notes due 2003. 

You should rely only on the infomation contained in this document or to which this document refers you. We have not, and the underwriters 

Unless we have indicated otherwise, or the context otherwise requires, references in this prospectus supplement to “Florida Power,” “Progress 

11 
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SAFE HARBOR FOR FORWARD-LOOK[NG STATEMENTS 

We have included in h s  document, and in the documents incorporated by reference into this document, “forward-looking statements,” as 
defined by the Private Securities Litigation Reform Act of 1995, We have used the words or phrases such as “anticipate,” “will likely result,” “wil 
continue,” “intend,” “may,” “expect,” “believe,” “plan,” “will,” “estimate,” “should” and variations of such words and similar expressions in this 
prospectus and in the documents incorporated by reference to identify such forward-looking statements. Forward-looking statements, by their 
nature, involve estimates, projections, goals, objectives, forecasts, assumptions, risks and uncertainties that could cause actual results or outcomes 
to differ materially fi-om those expressed in such forward-looking statements. All such factors are difficuIt to predict, contain uncertainties that 
may materially affect actual results, and may be beyond our control. Many, but not all of the factors that may impact actual results are discussed 
under the heading “Safe Harbor For Forward-Looking Statements” in the accompanying prospectus and under the heading “Risk Factors” in our 
Annual Report on Form I 0-K for the year ended December 3 1,2004, which is incorporated by reference into this document, and under the “Risk 
Factors” section contained in this prospectus supplement. You should carefully read these sections. New factors emerge from time to time, and it 
is not possible for our management to predict all of such factors or to assess the effect of each such factor on ow business. 

Any forward-looking statement speaks only as of the date on which it is made; and, except to fulfill our obligations under the United States 
securities laws, we undertake no obligation to update any such statement to reflect events or circumstances after the date on which it is made. 

s- 1 
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PROSPECTUS SUPPLEMENT SUMMARY 

The following summary is qualfied in its entirety by the more detailed information appearing elsewhere in this prospectus supplement, 
the accompanying prospectus, and theJinancia1 statements and other documents incorporated by reference. You should carefulEy read the 
“Risk Factors” sections that are contained in this prospectus supplement and in our Form IO-K for theyear ended December 31,2004, 
which is incorporated by reference into this document, to determine whether an investment in our Senior Notes is appropriate fur you. 

Progress Energy Florida 

We are a regulated public utility engaged in the generation, transmission, distribution and sale of electricity within an approximately 
20,000 square mile service area. Our service area includes the cities of St. Petersburg and Cleanvater, as well as the central Florida area 
surrounding Orlando. 

At September 30, 2005, we billed approximately 1.6 million customers. For the nine months ended September 30, 2005, approximately 
53% of our electric revenues were derived from residential customers, 25% from commercial customers, 8% from industrial customers, 8% 
fiom wholesale customers and 6% from municipal customers. 

jointly-owned generating capacity, through a system of 14 power plants. Over the twelve months ended September 30,2005, our energy 
supply was comprised of 33% gas and oil, 32% coal, 21% purchased power and 14% nuclear. 

At September 30, 2005, we had installed summer generating capacity of 8,544 megawatts, including approximately 143 megawatts of 

Recent Develop men t s 

Fuel Cost Recovery Request Approval 

On November 9,2005, the Florida Public Service Commission approved our request to recover the increased costs of fuel used to 
generate electricity, Our fuel cost adjustment represents an increase of $400.3 million and includes actual and projected costs from 2004 
through 2006. As a result of the increased fuel cost recovery, residentiaI customer bills will increase by approximately $1 1 -78 per 
1,000 kilowatt-hours (kWh) each billing cycle from January I ,  2006 through December 3 1, 2006. 

s-2 
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Summary of the Offering 

The following is a brief summary of the terms of this offering. For a more complete description of the terms of the Senior Notes, see 
“Description of Senior Notes” beginning on page S-9 and “Description of Debt Securities” beginning on page 12 of the accompanying 
prospectus. 

Issuer 

Senior Notes Offered 

Maturity Date 

Interest Payment Dates and Rate 

Optional Redemption 

Ranking 

Sinking Fund 

Trustee 

Further Issues of the Senior Notes 

Use of Proceeds 

Florida Power Corporation d/b/a Progress Energy Florida, Inc. The Senior Notes are not obligations 
of, nor guaranteed by, Progress Energy, Inc. 

$450,000,000 aggregate principal amount of Series A Floating Rate Senior Notes due 2008. 

November 14, 2008. 

Interest on the Senior Notes will be payable quarterly on February 14, May 14, August 14 and 
November 14, commencing February 14, 2006. Interest on the Senior Notes will generally be based 
on the three-month LIBOR rate plus 0.40%, and will be reset quarterly, 

At our option, we may redeem some or all of the Senior Notes on June 13,2006 or any interest 
payment date thereafter at a redemption price of 100% of the principal amount of the Senior Notes 
being redeemed plus accrued and unpaid interest to the redemption date. 

The Senior Notes will be our unsecured and unsubordinated obligations and will rank equally with 
all of our other unsecured and unsubordinated indebtedness from time to time outstanding. The 
Senior Notes will be effectively subordmate to all of our secured debt, including our first mortgage 
bonds, aggregating approximately $1.9 billion outstanding at September 30, 2005. For additional 
information, see “Description of Senior Notes - Ranking.” 

There is no sinking fund for the Senior Notes. 

The trustee under the Indenture is J.P. Morgan Trust Company, National Association. 

Initially, the Senior Notes will be limited to $450,000,000 in aggregate principal amount. We may, 
subject to the provisions of the Indenture, “reopen” the Senior Notes and issue additional Senior 
Notes, without the consent of the holders of the Senior Notes. For additional information, see 
“Description of Senior Notes - General.” 

We expect to use the net proceeds from the sale of the Senior Notes of approximately 
$447.9 million, after deducting offering discounts and estimated offering expenses to repay our 
outstanding commercial paper balance, to repay the outstanding balance of ow notes payable to 
affiliated companies, and for general corporate purposes. Notes payable to affiliated companies 
represents our net position from our participation in an internal money 

s-3 
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Ratings 

pool operated by our parent, Progress Energy, h c .  For additional information, see “Use of 
Proceeds.” 

The Senior Notes are expected to be assigned ratings of “A3” (stable outlook) by Moody’s Investors 
Service, Inc., “BBB-” (stable outlook) by Standard & Poor’s Ratings Services and “BBB+” (stable 
outlook) by Fitch, Inc. A rating reflects only the view of a rating agency and is not a 
recommendation to buy, sell or hold the Senior Notes. Any rating can be revised upward or 
downward or withdrawn at any time by a rating agency if it decides the circumstances warrant that 
change. 

s-4 

http://www . se~.gov/Archives/edgar/data/3763 7/000095 0 14405 0 125 8Yg9 8607bte424b2, htm 3/24/200( 



r loriaa rower L‘orporation 
................................. Table of‘ “.I Contents ________ _ _ _ _ _  

Page 9 ot-4t 

Summary Financial Information 

In the table below, we provide you with our summary fmancial information. The information is only a summary, and you should read it 
together with the financial information incorporated by reference in this document. See “Documents Incorporated by Reference” page S-15 of 
t h s  prospectus supplement and “Where You Can Find More Information” on page 2 of the accompanying prospectus. 

Income Statement Data: 
Operating revenues 
Operating income 
Net interest charges 
Net income 

Total assets 
Total debt 

0 ther Data : 
Ratio of earnings to fixed charges(a) 
Capital expenditures 

Balance Sheet Data (end of period): 

Nine Months Ended 
September 30, 

2005 2004 

$ 2,983 !$ 2,673 
387 505 
90 84 

205 274 

8,130 8,005 
2,479 2,247 

4 . 1 5 ~  5 . 2 1 ~  
$ 336 $ 336 

Year Ended December 31, 
2004 2003 2002 

(Dollars in Millions) 

$ 3,525 $ 3,152 $ 3,062 
618 528 599 
114 91 106 
335 297 325 

7,924 7,280 6,678 
2,43 1 2,3 10 1,955 

5 . 1 7 ~  5 . 3 0 ~  5 . 2 8 ~  
$ 492 $ 526 $ 535 

(a) Ratios for the periods ended September 30 represent the ratios for the twelve-month periods ending on those dates. We defme “earnings” 
as income before income taxes plus fixed charges and “fixed charges” as the sum of interest on long-term debt, other interest and 
amortization of debt discount and expense. Ratio of earnings to fixed charges for the years ended December 3 1,2001 and 2000 were 
5 . 2 2 ~  and 3.79x, respectively. 
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RTSK FACTORS 

Investing in our securities involves risks that could affect us and our business as well as the energy industry generally. Please see the risk 
factors described in our Annual Report on Form 10-K for the year ended December 3 1, 2004, which is incorporated by reference into this 
document. Much of the business infomation as well as the fmancial and operational data contained in our risk factors is updated in our periodic 
reports, which are also incorporated by reference into this document. Although we have tried to discuss key factors, please be aware that other 
risks may prove to be important in the future. New risks may emerge at any time and we cannot predict such risks or estimate the extent to which 
they may affect our fmancial performance. Before purchasing our securities, you should carefully consider the risks discussed in OUT Annual 
Report on Form 10-K for the year ended December 3 1,2004 and the other information in this prospectus supplement and the accompanying 
prospectus, as well as the documents incorporated by reference herein. Each of the risks described could result in a decrease in the value of our 
securities and your investment therein. 

S-6 
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CAPITALIZATION AND SHORT-TERM DEBT 

The following table sets forth our capitalization and short-term debt as of September 30, 2005. For a discussion of the application of the 
poceeds of this offering, see “Use of Proceeds.” 

As of 
September 30,2005 
@ollars in Millions) 

Short-term Debt(a) 
Commercial Paper 
Current Portion of Long-term Debt 
Notes Payable to Affiliated Companies(b) 

First Mortgage Bonds 
Other Long-term Debt 

Long-term Debt 

Total Debt 
Preferred Stock - Redemption Not Required 
Common Stock Equity 

Total Capitalization and Short-term Debt 

$ 292 
48 
31 

5.8% 
0.9% 
0.6% 

1,866 36.9% 
242 4.8% 

$ 2,479 49.0% 
34 0.7% 

2,540 50.3% 
$ 5,053 100.0% 

(a) Excludes commercial paper reductions of approximately $74 million and additional internal money pool borrowings of approximately 
$82 million for the period from October 1,  2005 to November 30, 2005. Outstanding commercial paper balances and internal money pool 
borrowings will be repaid with the net proceeds of this offering. See “Use of Proceeds.’’ 
Represents ow net position, at September 30, 2005, from our participation in an internal money pool operated by our parent, Progress 
Energy, Inc. We participate in the money pool to more effectively utilize cash resources and to reduce outside short-term borrowings. 

(b) 

s-7 

http : //www . sec .g ov/Archives/edg addat a/3 743 7/00009 5 0 1 4405 0 1 2 5 8 5/g9 8607b te42 4b2, htm 3 /24/2 OO( 



Florida Power Corporation 
Table pf J:anten& 

Page 12 01 4t 

USE OF PROCEEDS 

We expect to use the net proceeds from the sale of the Senior Notes of approximately $447.9 million, after deducting offering discounts and 

approximately $2 18.3 million to repay our outstanding commercial paper balance; 

approximately $1 13.5 million to repay the outstanding balance of our notes payable to affiliated companies; and 

the remainder for general corporate purposes. 

At November 30,2005, we had an outstanding commercial paper balance of $218.3 million with a weighted average maturity of 

estimated offering expenses, as follows: 

approximately 70 days and a weighted-average interest rate of approximately 4.48%. At November 30,2005, the balance of our notes payable to 
affiliated companies was $1 13.5 million and had an interest rate of 4.43%. 

Notes payable to affiliated companies represents our net position from our participation in an internal money pool operated by our parent, 
Progress Energy, Inc. We participate in the money pool to more effectively utilize cash resources and to reduce outside short-term borrowings. 
From time to time, we use commercial paper proceeds and money pool borrowings for, among other things, general corporate purposes. 

S-8 
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DESCRIPTION OF SENIOR NOTES 

The Senior Notes will be a series of unsecured and unsubordmated Debt Securities, as described under the heading “Description of Debt 
Securities” in the accompanying prospectus, Because the following description setting forth specific terms and provisions of the Senior Notes is 
only a summary, it does not contain all the information that may be important to you. Please read the following information concerning the Senior 
Notes in conjunction with the statements under “Description of Debt Securities” in the accompanying prospectus, whch the following informatior 
supplements and, in the event of any inconsistencies, supersedes. The following summary is qualified in its entirety by reference to the terms and 
provisions of the Senior Notes and the Indenture (for Debt Securities) between us and J.P. Morgan Trust Company, National Association, as 
trustee (the “Trustee”), dated as of December 7, 2005 (the “Indenture”), which are incorporated in this prospectus supplement and the 
accompanying prospectus by reference. Capitalized terms not defmed in th s  prospectus supplement are used as defmed in the Indenture or as 
otherwise provided in the accompanying prospectus. 

General 

Indenture does not limit the amount of Senior Notes or other debt securities we may issue under it. We may, at any time, without notice to or the 
consent of the holders of the Senior Notes, increase the principal amount of the Senior Notes under the Indenture and issue such increased 
principal amount (or any portion thereof), in which case any additional Senior Notes so issued shall have the same form and terms (other than the 
date of issuance, the public offering price, and, under certain circumstances, the date from which interest thereon shall begin to accrue and the fus 
interest payment date), and shall carry the same right to receive accrued and unpaid interest, as the Senior Notes previously issued, and such 
additional notes shall form a single series with the Senior Notes offered hereby. The Senior Notes are not obligations of, nor guaranteed by, 
Progress Energy, Inc. 

We will initially offer $450,000,000 aggregate principal amount of OUT Series A Floating Rate Senior Notes due 2008 under the Indenture. Tht 

Form and Denomination 

Trust Company, or DTC, and registered in the name of a nominee of DTC. The Senior Notes will be sold in multiples of $1,000. For more 
infomation on DTC, see “- The Depositary” below. 

The Senior Notes will initially be represented by one or more global securities that will be deposited with, or on behalf of, The Depository 

Interest and Maturity 

Each Senior Note will bear interest from the date of original issuance at the rates determined by the calculation agent as described below. 
Interest on the Senior Notes will be payable quarterly, in arrears, on February 14, May 14, August 14 and November 14 of each year, beginning 01 

February 14,2006, to the holders ofrecord at the close of business on the fifteenth calendar day (whether or not a business day) prior to the 
applicable interest payment date (ie., January 30, April 29, July 30 and October 30, respectively); provided, however, that so long as the Senior 
Notes are registered in the name of DTC, its nominee or a successor depositary, the record date for interest payable on any interest payment date 
shall be the close of business on the business day immediately preceding such interest payment date for the Senior Notes so registered. 

The interest rate applicable during each quarterly interest period will be equal to the Three-Month LIBOR Rate (as defined below) as of the 
Interest Determination Date, plus 0.40%. Interest on the Senior Notes for subsequent quarterly periods will be reset on each interest payment date 
(each of these dates is called an “interest reset date”), beginning on February 14,2006, based on the Three-Month LBOR Rate as of the Interest 
Determination Date plus 0.40% per year. The interest rate on the Senior Notes will in no event be higher than the maximum rate permitted by Nev 
York law as the same may be modified by United States law of general application; provided however, that in no event shall the rate of interest on 
the Senior Notes exceed 12% per annum. 
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“Three-Month LIBOR Rate” means the rate for deposits in U.S. dollars for the three-month period commencing on the applicable interest resel 
late which appears on Telerate Page 3750 at approximately 11 :UO am., London time, on the applicable Interest Determination Date. If this rate 
ioes not appear on Telerate Page 3750, the calculation agent will determine the rate on the basis of the rates at which deposits in U.S. dollars are 
iffered by four major banks in the London interbank market (selected by the calculation agent) at approximately 1 1:00 a.m., London time, on the 
tpplicable Interest Determination Date to prime banks in the London interbank market for a period of three months commencing on that interest 
wet date and in a principal amount equal to an amount not less than $1,000,000 that is representative for a single transaction in such market at 
;uch time. In such case, the calculation agent will request the principal London office of each of the aforesaid major banks to provide a quotation 
If such rate. If at least two such quotations are provided, the rate for that interest reset date will be the arithmetic mean of the quotations, and, if 
:ewer than two quotations are provided as requested, the rate for that interest reset date will be the arithmetic mean of the rates quoted by three 
najor banks in New York City, selected by the calculation agent, at approximately 11:OO a.m., New York City time, on the applicable Interest 
letermination Date for loans in U S .  dollars to leading European banks for a period of three months commencing on that interest reset date and in 
1 principal amount equal to an amount not less than $1,000,000 that is representative for a single transaction in such market at such time; provided 
iowever, that if fewer than three banks selected by the calculation agent are quoting rates, the interest rate for the applicable interest period will be 
he same as the interest rate for the immediately preceding period. 

“Telerate Page 3750” means the display page so designated on the Moneyline Telerate, Inc. (or such other page as may replace such page on 
:hat service or any successor service for the purpose of displaying London interbank offered rates of major banks). 

“Interest Determination Date” means, with respect to any interest reset date, the second London banking day prior to the applicable interest 
reset date; provided that the initial Interest Determination Date shall be December 9, 2005. 

A London banking day is any business day in which dealings in U.S. dollars are transacted in the London interbank market. 

The calculation agent will, upon the request of the holder of any Senior Note, provide the interest rate then in effect. The Trustee will serve as 
&e calculation agent until such t h e  as we appoint a successor calculation agent. All calculations made by the calculation agent in the absence of 
manifest error shall be conclusive for all purposes and binding on us and the holders of the Senior Notes. We may appoint a successor calculation 
2gent at our sole discretion. 

All percentages resulting from any calculation of the interest rate with respect to the Senior Notes will be rounded, if necessary, to the nearest 
me-hundred thousandth of a percentage point, with five one-millionths of a percentage point rounded upwards (for example, 9.876545% 
[or .09876545) being rounded to 9.87655% (or .0987655) and 9.876544% (or .09876544) being rounded to 9.87654% (or .0987654)), and all 
dollar amounts in or resulting from any such calculation will be rounded to the nearest cent (with one-half cent being rounded upwards). 

period, 

Redemption.” 

Interest on the Senior Notes will be computed on the basis of a 360-day year and the actual number of days elapsed in each quarterly interest 

The Senior Notes will mature on November 14,2008 and are subject to earlier redemption at our option as described under “- Optional 

Payment 

date will be postponed to the next succeeding business day, except if that business day is in the next succeeding calendar month, the interest 
payment date will be the immediately preceding business day. If the maturity date for the Senior Notes falls on a day that is not a 

If any interest payment date (other than the maturity date) for the Senior Notes falls on a day that is not a business day, the interest payment 
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business day, the payment of principal and interest will be made on the next succeeding business day, and no interest on such payment shall accm 
for the period from and after the maturity date. 

We will pay principal of and any premium on the Senior Notes at stated maturity, upon redemption or otherwise, upon presentation of the 
Senior Notes at the office of the Trustee, as our paying agent. In ow discretion, we may appoint one or more additional paying agents and security 
registrars and designate one or more additional places for payment and for registration of transfer. 

Ranking 

unsubordinated indebtedness. The Senior Notes will be effectively subordinate to all of our secured debt, including our f i s t  mortgage bonds, 
aggregating approximately $1.9 billion outstanding at September 30, 2005. At September 30,2005, the total amount of our outstanding unsecured 
and unsubordinated indebtedness (excluding guarantees and short-term borrowings) was approximately $290 million. The Senior Notes are our 
obligations exclusively, and are not obligations of, nor guaranteed by, Progress Energy, Inc. 

The Senior Notes will be our unsecured and unsubordinated obligations and will rank equally with all of our other unsecured and 

Optional Redemption 

We may, at OUT option, redeem the Senior Notes in whole or in part on June 13, 2006 or any interest payment date thereafter at a redemption 
price equal to 100% of the principal amount of the Senior Notes being redeemed, plus accrued and unpaid interest to the date of redemption. If we 
elect to redeem any Senior Notes, we will notify the Trustee of OUT election at least 45 days prior to the redemption date, or a shorter period 
acceptable to the Trustee. 

So long as the Senior Notes are registered in the name of DTC, its nominee or a successor depositary, if we elect to redeem less than all of the 
Senior Notes, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant, as defined below, in the Senior Notes to 
be redeemed. At all other times, the Trustee shall draw by lot, in such manner as it deems appropriate, the particular Senior Notes, or portions of 
them, to be redeemed. Notice of redemption shall be given by mail not less than 30 nor more than 60 days prior to the date fixed for redemption tc 
the holders of Senior Notes to be redeemed, which, as long as the Senior Notes are held in the book-entry only system, will be DTC, its nominee 
or a successor depositary. On and after the date fixed for redemption (unless we default in the payment of the redemption price and interest 
accrued thereon to such date}, interest on the Senior Notes, or the portions of them so called for redemption, shall cease to accrue. For hrther 
information on DTC and its practices, see “- The Depositary” below. 

Sinking Fund 

The Senior Notes will not be entitled to the benefit of any sinking fund, or to a special redemption by operation of a sinking fund. 

Concerning the Trustee 

affiliates. JPMorgan Chase Bank, N.A., an affiliate of the Trustee, is the trustee under our indenture for our first mortgage bonds. 
The Trustee and its affiliates engage in various general financing and commercial and investment banking transactions with us and our 

The Depositary 

DTC is a: 

limited-purpose trust company organized under the New York Banking Law; 

“banking organization” within the meaning of the New York Banking Law; 

member of the Federal Reserve System; 
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9 “clearing corporation” within the meaning of the New York Uniform Commercial Code; and 

“clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. 

DTC holds securities that its Participants, as defined below, deposit with DTC. DTC also facilitates the settlement among Participants of 
securities transactions, such as transfers and pledges, in deposited securities through electronic computerized book-entry changes in Participants’ 
accounts. This book-entry system eliminates the need for physical movement of securities certificates. 

Participants in DTC include direct participants (“Direct Participants”) and indirect participants (“Indirect Participants,” and, together with 
Direct Participants, “Participants”). Direct Participants include securities brokers and dealers, banks, trust companies, clearing corporations and 
certain other organizations. DTC is owned by a number of its Direct Participants and by the New York Stock Exchange, hc. ,  the American Stock 
Exchange, h c .  and the National Association of Securities Dealers, Inc. Access to the DTC system is also available to Indirect Participants, which 
include, among others, securities brokers and dealers, banks and trust companies that clear through or maintain a custodial relationship with a 
Direct Participant, either directly or indirectly, The rules applicable to DTC and its Participants are on file with the Securities and Exchange 
Commission. 

Purchases of Senior Notes under DTC’s system must be made by or through Direct Participants, which will receive a credit for the Senior 
Notes on DTC’s records. The ownership interest of each actual purchaser of Senior Notes (“Beneficial Owner”) is in turn to be recorded on the 
Direct and Indirect Participants’ records. Beneficial Owners will not receive written confiiation from DTC of their purchase; rather, Beneficial 
Owners are expected to receive written confirmations providing details of the transaction as well as periodic statements of their holdings from the 
Direct or Indirect Participant through which the Beneficial Owner entered into the transaction. 

To facilitate subsequent transfers, all Senior Notes deposited by Participants with DTC are registered in the name of DTC’s partnership 
nominee, Cede & Co. The deposit of Senior Notes with DTC and their registration in the name of Cede & Co. effect no change in beneficial 
ownership. DTC has no knowledge of the actual Beneficial Owners of the Senior Notes; DTC’s records reflect only the identity of the Direct 
Participants to whose accounts such Senior Notes are credited, which may or may not be the Beneficial Owners. The Participants will remain 
responsible for keeping account of their holdings on behalf of their customers. 

Senior Notes for all purposes, including receipt of all principal of, premium, if any, and interest on such Senior Notes, receipt of notices, and 
voting and requesting or directing the Trustee to take or not to take, or consent to, certain actions. 

We, or, at ow request, the Trustee, will send any redemption notices to DTC. If we redeem less than all of the Senior Notes, DTC’s practice is 
to determine by lot the amount of the interest of each Direct Participant in the Senior Notes to be redeemed. 

Neither DTC nor Cede & Go. will consent or vote with respect to the Senior Notes. Under its usual procedures, DTC mails an Omnibus Proxy 
to us as soon as possible after the record date. The Omnibus Proxy assigns Cede & CO.’S consenting or voting rights to those Direct Participants tc 
whose accounts the Senior Notes are credited on the record date and includes an attached list identifying such Direct Participants. Further, we 
believe that it is the policy of DTC that it will take any action permitted to be taken by a holder of Senior Notes only at the direction of one or 
more Direct Participants to whose account interests in the Senior Notes are credited and only in respect of such portion of the aggregate principal 
amount of the Senior Notes as to which such Direct Participant or Participants has or have given such direction. 

Participants’ accounts on the applicable payment date in accordance 

So long as Cede & Co., as nominee for DTC, is the sole holder of the Senior Notes, the Trustee shall treat Cede & Co. as the only holder of thc 

Principal of, and premium, if any, and interest payments on the Senior Notes will be made to DTC. DTC’s practice is to credit Direct 
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with the Direct Participants’ respective holdings shown on DTC’s records on the calendar day immediately preceding the applicable payment date 
unless DTC has reason to believe that it will not receive payment. Payments by Participants to Beneficial Owners will be governed by standing 
instructions and customary practices, as is the case with securities held for the accounts of customers in bearer form or registered in “street name,” 
and will be the responsibility of the Participants and not of DTC, the Trustee or us, subject to applicable statutory or regulatory requirements. 
Payment of principal, premium, if any, and interest to DTC is our responsibility, or the responsibility of the Trustee with funds we provide. 
Disbursement of such payments to Direct Participants shall be the responsibility of DTC, and disbursement of such payments to the Beneficial 
Owners shall be the responsibility of Participants. 

organization and procedures, whch is based on information received from sources we believe to be reliable. 
Neither we, the Trustee nor any underwriter makes any representation as to the accuracy of the above description of DTC’s business, 

The Indenture provides that if: 

the depositary gives reasonable notice to us or to the Trustee that it is unwilling or unable to continue as depositary and a successor 

the depositary ceases to be eligible under the Indenture and a successor depositary is not appointed by us within 90 days, or 

. we decide to discontinue use of the system of book-entry transfers through the depositary or its successor, 

depositary is not appointed by us within 90 days, or 

the global Senior Notes will be exchanged for Senior Notes in definitive form of like tenor and of an equal aggregate principal amount, in 
authorized denominations. The depositary will provide to the Trustee the name or names in which the Trustee is to register these definitive Senior 
Notes. 

We, the underwriters and the Trustee have no responsibility or obligation to DTC Participants or the Beneficial Owners with respect to: 

the accuracy of any records maintained by DTC or any Participant; 

the payment by any Participant of any amount due to any Beneficial Owner in respect of the principal of, premium, if any, and interest on, 
the Senior Notes; 

the delivery or timeliness of delivery by DTC to any Participant or by any Participant to any Beneficial Owner of any notice that is required 

any other action taken by DTC or its nominee, Cede & Co., as holder of the Senior Notes. 

or permitted under the terms of the Indenture; or 

A further description of DTC’s procedures with respect to the Senior Notes is set forth under “Global Securities” in the accompanying 
prospectus. 
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UNDERWRITING 

Subject to the terms and conditions set forth in the underwriting agreement dated December 7,2005 among us and the underwriters named 
below, we have agreed to sell to each of the underwriters, and each of the underwriters has severally, and not jointly, agreed to purchase, the 
respective principal amounts of the Senior Notes set forth opposite its name below: 
Underwriter Principal Amount 

146,250,000 
Lehman Brothers Inc. 146,250,000 

3 1,500,000 BNP Paribas Securities Corp. 
Calyon Securities (USA) Inc. 3 1,500,000 

3 1,500,000 SunTrust Capital Markets, Inc. 
3 1,500,000 UBS Securities LLC 
22 , 5 00 ,OO 0 Deutsche Bank Securities Inc. 
9,000,000 Mellon Financial Markets, LLC 

Barclays Capital Inc. $ 

Total $ 450,000,000 

Under the terms and conditions of the underwriting agreement, the underwriters are committed to take and pay for all the Senior Notes, if any 
are taken; provided, that under certain circumstances relating to a default of one or more underwriters, less than all of the Senior Notes may be 
purchased. The underwriters propose to offer the Senior Notes in part directly to purchasers at the initial public offering price set forth on the 
cover page of this prospectus supplement and may offer the Senior Notes to certain securities dealers at this price less a concession not to exceed 
0.2 10% of the principal amount of the Senior Notes. The underwriters may allow, and any such dealers may reallow, a concession to certain other 
dealers not to exceed 0.140% of the principal amount of the Senior Notes. After the Senior Notes awe released for sale to the public, the offering 
price and other selling terms may from time to time be varied by the underwriters. 

Senior Notes on any nationaI securities exchange or for quotation through any national quotation system. We have been advised by the 
underwriters that they intend to make a market in the Senior Notes but are not obligated to do so and may discontinue market making at any time 
without notice. Therefore, we can give no assurances that a liquid trading market will develop for the Senior Notes, that you will be able to sell 
your Senior Notes at a particular time, or that the prices that you receive when you sell will be favorable. 

In connection with the offering of the Senior Notes, the underwriters may engage in overallotment, stabilizing transactions and syndicate 
covering transactions in accordance with Regulation M under the Securities Exchange Act of 1934, as amended. Overallotment involves sales in 
excess of the offering size, whch creates a short position for the underwriters. Stabilizing transactions involve bids to purchase the Senior Notes i 
the open market for the purpose of pegging, fixing or maintaining the price of the Senior Notes. Syndicate covering transactions involve purchase 
of the Senior Notes in the open market after the distribution has been completed in order to cover short positions. Stabilizing transactions and 
syndicate covering transactions may cause the price of the Senior Notes to be higher than would otherwise be the case in the absence of those 
transactions. If the underwriters engage in stabilizing or syndicate covering transactions, they may discontinue them at any time. 

party system operated by Market Axess Corporation, an Internet-based communications technology provider, Market Axess Corporation is 
providing the system as a conduit for communications between such underwriters and their customers and is not a party to any transactions. 
Market Axess Corporation, a registered broker-dealer, will receive compensation from such 

The Senior Notes constitute a new issue of securities with no established trading market. We do not intend to apply for listing of the 

Certain of the underwriters will make the Senior Notes available for distribution on the Internet through a proprietary Web site and/or a third- 
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underwriters based on transactions such underwriters conduct through the system. Such underwriters will make the Senior Notes available to their 
customers through the Internet distributions, whether made through a proprietary or third-party system, on the same terms as distributions made 
through other channels. 

The underwriters and certain of their affiliates have engaged and in the future may engage in investment banking transactions and in general 
financing and commercial banking transactions with, and the provision of services to, us and our affiliates in the ordinary course of business for 
which they have received, and will in the future receive, customary fees. Some of the underwriters or their affiliates are lenders under our 
revolving credit facility that backs up our or our affiliates’ commercial paper programs. 

contribute to payments that the underwriters may be required to make in respect thereof. 

will be approximately $500,000. 

We have agreed to indemnify the several underwriters against certain liabilities, including liabilities under the Securities Act of 1933 or 

We estimate that the total expenses of the offering, including applicable recording and related taxes, but excluding the underwriting discount, 

EXPERTS 

The fmancial statements and the related financial statement schedule incorporated in this document by reference from our Annual Report on 
Form 10-K for the year ended December 3 1 , 2004 have been audited by Deloitte & Touche LLP, an independent registered public accounting 
firm, as stated in their reports, whch are incorporated by reference herein (which report on the financial statements expresses an unqualified 
opinion and includes an explanatory paragraph concerning the adoption of a new accounting principle in 2003), and have been so incorporated in 
reliance upon the reports of such firm given upon their authority as experts in accounting and auditing. 

LEGAL MATTERS 

R. Alexander Glenn, Deputy General Counsel - Florida of Progress Energy Service Company, LLC, and Hunton & Williams LLP, our 
outside counsel, will issue opinions about the legality of the offered securities for us. The underwriters will be advised about issues relating to this 
offering by their legal counsel, Dewey Ballantine LLP of New York, New York. As of November 30,2005, Mr. Glenn owned 614 shares of 
Progress Energy, Inc. common stock. Mr. Glenn is acquiring additional shares of Progress Energy, Inc. common stock at regular intervals as a 
participant in the Progress Energy 40 l(k) Savings & Stock Ownership Plan. 

DOCUMENTS INCORPORATED BY REFERENCE 

The SEC allows us to “incorporate by reference” the information we file with it, which means that we can disclose important infomation to 
you by referring you to those documents. The information incorporated by reference is an important part of this document, and information that 
we file later with the SEC will automatically update and supersede the information in this prospectus. Our SEC filing number is 1-3274. We 
incorporate by reference the documents listed below and any fUture filings made by us with the SEC under Sections 13(a), 13(c), 14 or 15(d) of th 
Securities Exchange Act of 1934 until we sell all of the securities being registered; provided, however, that we are not incorporating by reference 
any information furnished under Item 9, Item 12, Item 2.02 and Item 7.01 of any Current Report on Form 8-K. 

Our Annual Report on Form 10-K for the year ended December 3 1,2004. 

Our Quarterly Reports on Form 10-Q for the quarters ended March 3 1, June 30 and September 30,2005, 
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Our Current Reports on Form 8-K or Form 8-IU A filed January 28, March 4, March 15, March 22, April I ,  May 16, May 24, July 18, 

We frequently make our SEC filings on a joint basis with Progress Energy, Inc. our corporate parent and Carolina Power & Light Company 
d/b/a Progress Energy Carolinas, Inc. (“PEC”), one of our affiliates. Any information included in such SEC filings that relates solely to Progress 
Energy, Inc. or PEC is not and shall not be deemed to be incorporated by reference into this prospectus supplement or the accompanying 
prospectus. 

August 3 1 , November 15, November 28 and December 7,2005. 

You may request a copy of these filings, at no cost, by writing or calling us at the following: 

Progress Energy Florida, Inc. 
c/o Progress Energy, Inc. 

Investor Relations 
410 South Wilmington Street 

Raleigh, North Carolina 2760 1 
Telephone: (9 19) 546-7474 
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Prospectus 

Florida Power Corporation d/b/a 

Progress Energy Florida, Inc. 

$1,050,000,000 
First Mortgage Bonds 

Debt S ecurit ie s 
These securities are not obligations of, nor guaranteed by, 

Progress Energy, Inc., our corporate parent. 

Investing in our securities involves risks. See the “Risk Factors” 
section on page 5 of this prospectus. 

We will provide specific terms of these securities, and the manner in which they are being offered, in supplements to 
this prospectus. You should read this prospectus and any supplement carefully before you invest. We cannot sell any of 
these securities unless this prospectus is accompanied by a prospectus supplement. 

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved o 
these securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal 
offense. 

This Prospectus is dated April 4,2003. 
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ABOUT THIS PROSPECTUS 

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, or SEC, utilizing a “shelf’ 
registration process. Under this shelf registration process, we may sell any combination of the securities described in this prospectus in one or 
more offerings up to a total dollar amount of $1,050,000,000. We may offer any of the following securities: First Mortgage Bonds and/or other 
Debt Securities. 

This prospectus provides you with a general description of the securities we may offer. Each time we sell securities, we will provide a 
prospectus supplement that will contain specific information about the terms of that offering. Any prospectus supplement may also add, update or 
change information contained in this prospectus. The registration statement we filed with the SEC includes exhibits that provide more detail on 
descriptions of the matters discussed in this prospectus. You should read this prospectus and the related exhibits filed with the SEC and any 
prospectus supplement together with additional information described under the heading “WHERE YOU CAN FIND MORE INFORMATION.” 

OUR COMPANY 

We are a regulated public utility incorporated under the laws of Florida in 1899. We are engaged in the generation, transmission, distribution 
and sale of electricity in portions of Florida. We are an indirect, wholly-owned subsidiary of Progress Energy, Inc., a North Carolina corporation. 
All of our common stock is held directly by Florida Progress Corporation, a Florida corporation, also referred to as Florida Progress. Effective 
January 1,2003, we began doing business under the assumed name Progress Energy Florida, Inc. There were no changes to our articles of 
incorporation and our legal name remains Florida Power Corporation. 

Our principal executive offices are located at 100 Central Avenue, St. Petersburg, Florida 33701, Our telephone number is (727) 820-515 1. 

Unless the context requires otherwise, references in this prospectus to the terms “we,” “us,” “our” or other similar terms mean Progress Energ: 
Florida, Inc. 

APPLICATION OF PROCEEDS 

Unless we state otherwise in any prospectus supplement, we will use the net proceeds from the sale of the offered securities: 

to finance the construction of new facilities and the maintenance of existing facilities; 

to fmance the future acquisition of other entities or their assets; 

to refund, repurchase, retire, redeem or reduce outstanding short- or long-term indebtedness; and 

for other general corporate purposes. 

In the event that any proceeds are not immediately applied, we may temporarily invest them in US. ,  state or municipal govemment or agency 
obligations, commercial paper, bank certificates of deposit, or repurchase agreements collateralized by U.S. government or agency obligations, or 
we may deposit the proceeds with banks. 

RATIO OF EARNINGS TO FIXED CHARGES 

Our ratio of earnings to fixed charges for each of the following periods was: 

For the Twelve Months Ended December 31, 
2002 2001 2000 1999 1998 

5 . 4 6 ~  5 . 3 0 ~  3 . 8 2 ~  4.37x 3 . 8 7 ~  

We define “earnings” as income before income taxes plus fixed charges. We defime “fixed charges” as the sum of interest on long-term debt, 
other interest and amortization of debt discount and expense. 

WHERE YOU CAN FIND MORE INFORMATION 

We are required to file annual, quarterly and special reports, current reports, proxy statements and other information with the SEC. Our SEC 
filing number is 1-3274. Our SEC filings are available to the public over the Internet at the SEC’s web site at http://www.sec.gov. You may also 
read and copy any document we file with the SEC at the SEC’s public reference room in Washington, D.C. The SEC’s public reference room in 
Washington is located at 450 5th Street, N.W., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information 
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on its public reference rooms. Additionally, information about us and our SEC filings are available on our web site at http://www.fpc.com. The 
contents of our web site do not constitute a part of this prospectus or any prospectus supplement hereto. 

DOCUMENTS INCORPORATED BY REFERENCE 

The SEC allows us to “incorporate by reference” the information we file with it, which means that we can disclose important information to 
you by referring you to those documents. The information incorporated by reference is an important part of this prospectus, and information that 
we file later with the SEC will automatically update and supersede the information in this prospectus. We incorporate by reference the documents 
listed below and any future filings made by us with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 until 
we sell all of the securities being registered; provided, however, that we are not incorporating by reference any information furnished under Items 
9 or 12 of any Current Report on Form 8-K. 

Our Annual Report on Fonn 10-K for the year ended December 3 1,2002. 

Our Current Reports on Form 8-K filed January 3, February 12, February 18 (2 filed), February 21 and April 1,2003. 

We typically make our SEC filings on a joint basis with Florida Progress, our direct corporate parent. Any infomation included in such SEC 
filings that reIates solely to Florida Progress is not and shall not be deemed to be incorporated by reference into this prospectus or any prospectus 
supplement. 

You may request a copy of these filings at no cost, by writing or calling us at the following address: 

Progress Energy Florida, Inc. 
c/o Progress Energy, Inc. 
Investor Relations 
41 0 South Wilmington Street 
Raleigh, North Carolina 2760 1 
Telephone: (800) 662-7232 

You should rely only on the information incorporated by reference or provided in this prospectus or any prospectus supplement. We have not 
authorized anyone else to provide you with different information. We are not making any offer of these securities in any state where the offer is 
not permitted. You should not assume that the information in this prospectus or any prospectus supplement is accurate as of any date other than th 
date on the front of those documents. 
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SAFE HARBOR FOR FORWARD-LOOKZNG STATEMENTS 

Thls prospectus contains, and any supplement hereto will contain, forward-looking statements within the meaning of the safe harbor provision: 
of the Private Securities Litigation Reform Act of 1995. We have used words or phrases such as “anticipate,” “will likely result,” “will continue,” 
“intend,” “may,” “expect,” “believe,” “plan,” “will,” “estimate,” “should,” and variations of such words and similar expressions in this prospectus 
and in the documents incorporated by reference to identify such forward-looking statements. The matters discussed throughout this prospectus and 
any supplement hereto, including the documents incorporated by reference herein or therein, that are not historical facts are forward-looking and, 
accordingly, involve estimates, projects, goals, forecasts, assumptions, risks and uncertainties that could cause actual results or outcomes to differ 
materially fiom those expressed in the forward-looking statements. Any forward-looking statement speaks only as of the date on which such 
statement is made, and we do not undertake any 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 include, but are not limited to, the 

the impact of fluid and complex government laws and regulations, including those relating to the environment; 

the impact of recent events in the energy markets that have increased the level of public and regulatory scrutiny in the energy industry and ir 

the impact of our rate case settlement; 

deregulation or restructuring in the electric industry that may result in increased competition and unrecovered (stranded) costs; 

the uncertainty regarding the timing, creation and structure of regional transmission organizations; 

weather conditions that directly influence the demand for electricity and natural gas; 

recurring seasonal fluctuations in demand for electricity and natural gas; 

fluctuation in the price of energy commodities and purchased power; 

economic fluctuations and the corresponding impact on our commercial and industrial customers; 

the inherent risks associated with the operation of nuclear facilities, including environmental, health, regulatory and financial risks; 

the impact of any terrorist acts generally and on our generating facilities and other properties; 

following: 

the capital markets; 

the ability to successfully access capital markets on favorable terms; 

the impact that increases in leverage may have on us and our ability to maintain our current credit ratings; 

the impact of derivative contracts used in the normal course of business; and 

unanticipated changes in operating expenses and capital expenditures. 

These and other factors are detailed from time to time in our SEC filings which are incorporated herein. Many, but not all of the factors that 
may impact actual results are discussed in the “Risk Factors” section of our Annual Report on Form 10-K for the year ended December 3 1,2002, 
which is incorporated by reference into this prospectus. You should carefully read that “Risk Factors” section. All such factors are difficult to 
predict, contain uncertainties that may materially affect actual results, and may be beyond our control. New factors emerge from time to time, and 
it is not possible for us to predict all such factors, nor can we assess the effect of each such factor on us. 

4 

http://www . sec.gov/Archives/edgar/data/3 763 7/0000950 14405 0 125 8 Yg98607bte424b2 .htm 3 /24/2 0 O( 



r ionaa rower Lorporation 
Table ofC_:glJten$S 

Page 25 of4t 

RISK FACTORS 

Investing in our securities involves risks that could affect the energy industry, as well as us and our business. Please see the risk factors 
described in our Annual Report on Form 10-K for the year ended December 3 1,2002, which is incorporated into this prospectus. Although we 
have tried to discuss key factors, please be aware that other risks may prove to be important in the future. New risks may emerge at any time and 
we cannot predict such risks or estimate the extent to which they may affect our financial performance. Before purchasing our securities, you 
should carefully consider the risks discussed therein and t h e  other information in this prospectus and any prospectus supplement hereto, as well as 
the documents incorporated by reference herein or therein. Each of the risks described could resuIt in a decrease in the value of our securities and 
your investment therein. 
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DESCRIPTION OF THE SECURITIES 

This prospectus describes certain general terms of the offered securities. When we offer to sell a particular security, we will describe the 
specific terms in a prospectus supplement, The securities will be issued under indentures, selected provisions of which we have summarized 
below. The summary is not complete. The indentures appear as exhibits to the registration statement of which this prospectus is a part, or are 
incorporated by reference as exhibits to such registration statement, or will appear as exhbits to other documents that we will file with the SEC, 
which will be incorporated by reference into this prospectus. You should carefdly read the indentures as they, and not this prospectus or any 
prospectus supplement hereto, govern your rights as a security holder. Capitalized terms used in the following summaries have the meanings 
specified in the applicable indentures unless otherwise defined below. 

DESCRIPTION OF FIRST MORTGAGE BONDS 

General 

of New York, as successor trustee (the “Mortgage Trustee”), as supplemented by supplemental indentures, including one or more supplemental 
indentures relating to the First Mortgage Bonds. In the following discussion, we will refer to the Indenture and all supplements to the Indenture 
together as the “Mortgage,” We will refer to all of our First Mortgage Bonds, including those already issued and those to be issued under this shel: 
registration process or otherwise issued in the hture, as “First Mortgage Bonds.” The information we are providing you in this prospectus 
concerning the First Mortgage Bonds and the Mortgage is only a summary of the information provided in those documents and the information is 
qualified in its entirety by reference to the provisions of the Mortgage. You should consult the First Mortgage Bonds themselves, the Mortgage 
and other documents for more complete information on the First Mortgage Bonds. These documents appear as exhibits to the registration 
statement of which this prospectus is a part, or are incorporated by reference as exhibits to such registration statement, or will appear as exhibits tc 
other documents that we will file with the SEC, which will be incorporated by reference into this prospectus. The Mortgage has been qualified 
under the Trust Indenture Act of 1939, as amended (the “Trust Indenture Act”) and you should refer to the Trust Indenture Act for the provisions 
that apply to the First Mortgage Bonds. In the summary below, we have included references to applicable section numbers of the Mortgage so thal 
you can more easily locate the relevant provisions. 

We will issue First Mortgage Bonds in one or more series under an Indenture, dated as of January 1, 1944, with First Chicago Trust Company 

Provisions of a Particular Series 

The First Mortgage Bonds may from time to time, be issued in one or more series. You should consult the prospectus supplement relating to 

the designation, series and aggregate principal amount of the First Mortgage Bonds; 

the percentage of the principal amount for which we will issue and sell the First Mortgage Bonds; 

the date of maturity for the First Mortgage Bonds; 

9 the rate at which the First Mortgage Bonds will bear interest or the method of determining that rate; 

the dates on which interest is payable; 

the denominations in whch we will authorize the First Mortgage Bonds to be issued, if other than $1,000 or integral multiples of $1,000; 

whether we will offer the First Mortgage Bonds in the form of global bonds and, if so, the name of the depositary for any global bonds; 

any particular issue of the First Mortgage Bonds for the following information: 
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the terms applicable to any rights to convert First Mortgage Bonds into or exchange them for other of our securities or those of any other 

redemption terms and sinking fund provisions, if any; and 

any other specific terms that do not conflict with the Mortgage. 

entity; 

For more information, see Section 2.01 of the Mortgage. 

No series of the First Mortgage Bonds will be limited in aggregate principal amount except as provided in the Mortgage. Unless the applicable 
prospectus supplement states otherwise, the covenants contained in the Mortgage will not afford holders of the First Mortgage Bonds protection in 
the event of a change of control or hghly leveraged transaction. As of the date of this prospectus, we had approximately $1.48 billion aggregate 
principal amount of First Mortgage Bonds outstanding. 

Form and Exchanges 

Unless otherwise specified in the applicable prospectus supplement, we expect to issue the First Mortgage Bonds as fully registered bonds 
without coupons in denominations of $1,000 or any integral multiple of $1,000. Holders may exchange them, free of charge, for a like aggregate 
principal amount of other First Mortgage Bonds of different authorized denominations of the same series. Holders may also transfer the First 
Mortgage Bonds free of charge except for any stamp taxes or other governmental charges that m y  apply. The First Mortgage Bonds may be 
presented for transfer or exchange at the corporate trust office of the Trustee in New York, New York. For more mformation, see Sections 2.01 
and 2.03 of the Mortgage. 

Interest and Payment 

date on which interest is payable. Unless the prospectus supplement states otherwise, principal and interest on First Mortgage Bonds held in (i) 
definitive or certificated form will be paid at the corporate trust office of the Mortgage Trustee in New York, New York, and (ii) global form will 
be paid as set forth herein under “Global Securities.” 

We have agreed to pay interest, to the extent enforceable under law, on any overdue installment of interest on the First Mortgage Bonds at the 
highest rate of interest payable on any of the First Mortgage Bonds outstanding under the Mortgage. For more information, see Section 2.01 and 
Article X of the Mortgage. 

The prospectus supplement for any First Mortgage Bonds will state the interest rate, the method of determination of the interest rate, and the 

Redemption and Purchase of First Mortgage Bonds 

If the First Mortgage Bonds are redeemable, the redemption terms will appear in the prospectus supplement. We may declare redemptions on 
at least 30 days’ notice to the holders of First Mortgage Bonds to be redeemed and to the Mortgage Trustee. We have agreed that before the 
redemption date we will deposit with the Mortgage Trustee a sum of money sufficient to redeem the subject First Mortgage Bonds. OUT failure to 
make this required deposit will constitute a completed default under the Mortgage on the specified redemption date and the First Mortgage Bonds 
called for redemption shall immediately become due and payable. For more information, see Article VI11 of the Mortgage. 

First Mortgage Bonds are redeemable, in whole but not in part, on not more than 90 days’ notice to holders, at a redemption price of 100% of 
the principal amount thereof, together with accrued interest to the date of redemption, in the event that: 

all of our outstanding cornmon stock is acquired by some governmental body or instrumentality and we elect to redeem all First Mortgage 

all or substantially all the mortgaged and pledged property, constituting bondable property as defined in the Mortgage, that is then subject to 

Bonds; or 

the Mortgage as a first lien shall be released from 
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the lien of the Mortgage under the provisions thereof, and available moneys held by the Mortgage Trustee, including any moneys deposited 
by us for the purpose, are sufficient to redeem all the First Mortgage Bonds at the redemption prices (together with accrued interest to the 
date of redemption) specified therein applicable to the redemption thereof upon the happening of such event. 

For more information, see Section 8.08 of the Mortgage. 

Maintenance Fund 

The Mortgage provides that the amount expended for property additions (excluding several stated exceptions) will, at the end of each year, 
equal the minimum provision for depreciation, for each calendar year subsequent to December 3 1, 1943, and if at the end of any such year we 
have not expended such required amount, we will, on or before the next succeeding March 3 1, deposit with the Mo-rtgage Trustee the difference ir 
cash. Certain credits are allowed against cash so required to be deposited. During the three years immediately following a cash deposit with the 
Mortgage Trustee, we may at any time or from time to time withdraw cash in an amount equal to any available maintenance credit. Cash not so 
withdrawn shall be applied towards the payment due upon maturity or for the purchase of outstanding First Mortgage Bonds as provided in the 
Mortgage. For more information, see Sections 5.08 and 1.05 of the Mortgage. 

minimum provision for depreciation means an amount equal to: 
We must provide the Mortgage Trustee with an annual maintenance certificate with respect to the bondable value of property additions. The 

15% of our gross operating revenues, net of the cost of electric energy purchased for resale; less 

an amount equal to the aggregate of the charges to operating expense for maintenance; provided, huwever, 

that the minimum provision for depreciation for any period shall not exceed the maximum provision for depreciation, as defined, for the 

the maximum provision for depreciation shall mean as to each full calendar year, an amount equal to: 

$755,000, plus 

2.25% of the sum of all property additions after January 1, 1944 up tu the beginning of the subject calendar year, less 

9 2.25% of the aggregate amount of all retirements of bondable property during the period after January 1, 1944 up to the beginning of the 

For periods other than a calendar year, the maximum provision for depreciation shall be based upon the maximurn provision for depreciation 

period. 

subject calendar year. 

for the calendar year ended during such period multiplied by the number of calendar months or fractions thereof included in such period and 
divided by 12. 

As of December 3 1,2002, we had a cumulative maintenance credit of approximately $6.3 billion. 

Ranking and Security 

The First Mortgage Bonds will be secured by the lien of the Mortgage and will rank equally with all bonds outstanding thereunder. In the 
opinion of our counsel, the Mortgage constitutes a first mortgage lien, subject only to permitted encumbrances and liens, on substantially a11 of tht 
fixed properties owned by us except miscellaneous properties specifically excepted. After-acquired property covered by the lien of the Mortgage, 
subject to existing liens at the time such property is acquired. For more information, see the Preambles and Section 2.01 of the Mortgage. 
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Issuance of Additional First Mortgage Bonds 

First Mortgage Bonds may be issued under the Mortgage in a principal amount equal to: 

an amount not exceedmg 60% of the bondable value of property additions, which term generally includes all of our tangible property that w 
are authorized to acquire, own and operate, that has become subject to the Mortgage and which is used in connection with the generation, 
purchase, transmission, distribution or sale of electricity for light, heat, power or other purposes; 

an additional aggregate principal mount not exceeding the aggregate principal amount of refundable prior lien bonds deposited with the 
Mortgage Trustee or judicially determined to be invalid; 

an additional aggregate principal amount not exceeding the aggregate principal amount of any outstanding First Mortgage Bonds that have 
been canceled or delivered for cancellation; and 

an additional aggregate principal amount equal to the amount of cash deposited with the Mortgage Trustee against the issuance of bonds. 

For more information, see Sections 4.03 thorough 4.06 of the Mortgage. 

permitting the issuance of approximately $2.5 billion of additional bonds ($1.85 billion after giving effect to our February 2003 First Mortgage 
Bond issuance). As of the date of this prospectus, the additional aggregate principal amount of First Mortgage Bonds that could be issued based 
upon the amount of previously issued First Mortgage Bonds that have been canceled or delivered for cancellation under the third bullet point 
above was approximately $265.5 million. Cash deposited with the Mortgage Trustee under the fourth bullet point above may be withdrawn in an 
amount equal to the principal amount of any First Mortgage Bonds we would otherwise be entitled to have authenticated under any of the 
provisions referred to in the first three bullet points above, and may also be used for the purchase or redemption of First Mortgage Bonds which, 
by their terms, are redeemable, For more infomation, see Section 4.06 of the Mortgage. 

First Mortgage Bonds may be authenticated pursuant to the fust and fourth bullet points above (and in certain cases pursuant to the second anc 
third bullet points above) only if net earnings for I2  successive months in the 15 months immediately preceding the frst  day of the month in 
which application for additional First Mortgage Bonds is made shall be at least two times the annual interest charges on the First Mortgage Bonds 
and prior lien bonds outstanding and to be outstanding. For more information, see Sections 4.08 and 1.06 of the Mortgage. 

As of December 3 1, 2002, the bondable value of property additions under the first bullet point above was approximately $4.2 billion 

Restriction on Dividends 

Unless otherwise stated in the prospectus supplement, in the case of First Mortgage Bonds issued under this prospectus and any accompanying 
prospectus supplement, and so long as any First Mortgage Bonds are outstanding, we may only pay cash dividends on our common stock, and 
make any other distribution to Florida Progress, our common stockholder, out of our net income subsequent to December 31, 1943. For more 
information, see Section 5.24 of the Mortgage. 

Release and Substitution of Property 

Subject to various limitations, property may be released from the lien of the Mortgage when sold or exchanged, upon the basis of: 

cash deposited with the Mortgage Trustee; 

the principal amount of any purchase money obligations pledged with the Mortgage Trustee; 

the fair value of any property additions certified to the Mortgage Trustee and acquired by us in exchange for the property to be released; or 
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if non-bondable property is to be released, the fair value of property and certain securities certified to the Mortgage Trustee and acquired by 
us in exchange for the property to be released, less the principal amount of certain outstanding prior lien bonds. 

For more information, see Section 9.03 of the Mortgage. 

the Mortgage as a first lien shall be released, whether pursuant to our request or by eminent domain, then we are required to redeem all the First 
Mortgage Bonds and have agreed to deposit with the Mortgage Trustee sufficient cash for that purpose. Any new property acquired to take the 
place of any property released shall be subjected to the lien of the Mortgage. For more infomation, see Sections 8.08(b), 9.03,9.05 and 9.11 of th 
Mortgage. 

If all or substantially all of the mortgaged and pledged property constituting bondable property whch at the time shall be subject to the lien of 

Modification of Mortgage 
Gefieral 

The Mortgage may generally be modified with the consent of the holders of not less than 75% in aggregate principal amount of First Mortgagt 

extend the maturity of any First Mortgage Bonds, or reduce the interest rate or extend the time of payment thereof, or reduce the principal 

reduce the percentage of holders who must consent to the modifications referred to in this section without the consent of the holders of all 

perrnit the creation of a prior or equal lien on the pledged property; or 

deprive any First Mortgage Bond of the lien of the Mortgage. 

Bonds outstanding which would be affected by the action proposed to be taken, except no such modifications shall: 

amount thereof, without the express consent of the holder of each First Mortgage Bond affected; 

First Mortgage Bonds outstanding; 

For more information, see Section 17.02 of the Mortgage. 

Anticipated Amendments 

With respect to all First Mortgage Bonds issued on or after July I ,  2002, the date of the Fortieth Supplemental Indenture, we have reserved t h e  

to change the requirement that the Mortgage Trustee have its principal office and place of business in the Borough of Manhattan, The City c 

to provide that, with respect to compliance with conditions precedent to the authentication and delivery of First Mortgage Bonds, no 

right to amend the Mortgage, at our sole discretion, after the bonds issued prior to July 1, 2002 are retired or redeemed, as follows: 

New York to require that it have a principal office and place of business in that location; and 

certificate or opinion of an accountant shall be required to be of any person other than an officer or employee of ours that is actively engagec 
in accounting work, but who need not be a certified or licensed public accountant, as to dates or periods not covered by annual reports 
required to be filed by us, in the case of conditions precedent which depend upon a state of facts as of a date or dates for a period or periods 
different from that required to be covered by such annual reports. 

With respect to the second bullet point immediately above, the Mortgage currently provides that, except in limited circumstances, any require( 
certificate or opinion of an accountant must be from an independent public accountant, regardless of the dates or periods covered by such 
certificate or opinion. See Sections 1.02 and 1.06 of the Mortgage and the Fortieth Supplemental Indenture to the Mortgage, dated July 1, 2002. 

In July 2002, we issued an aggregate principal amount of approximately $240.9 million First Mortgage Bonds in three series (the “2002 
Bonds”). The beneficial owner of the 2002 Bonds has consented to these 
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amendments. In February 2003, we issued an aggregate principal amount of $650 million First Mortgage Bonds in two series (the “2003 Bonds”) 
in an underwritten public offering. The underwriters, as initial holders of the 2003 Bonds, have consented to these amendments. As of the date of 
this prospectus, the 2002 Bonds and the 2003 Bonds collectively represent approximately 60% of the aggregate principal amount of outstandmg 
First Mortgage Bonds. 

current holders of OLU First Mortgage Bonds. To effectuate the amendment set forth in the second bullet point above we will continue to seek 
consents from future holders concurrent with the issuance of any new series of First Mortgage Bonds to such holders; however, we may also 
solicit consents from certain of the current holders of the First Mortgage Bonds. Future First Mortgage Bonds will include an express consent ta 
the amendments and future holders of such First Mortgage Bonds shall be deemed to have consented to the amendments. 

In order to effectuate the amendment set forth in the first bullet point above as soon as possible, we are soliciting consents from certain of the 

Default 

In the event of a completed default, the Mortgage Trustee or the holders of at least 25% of the outstanding First Mortgage Bonds may declare 
the principal of all outstanding First Mortgage Bonds immediately due and payable. The following are defined as completed defaults in the 
Mortgage: 

default in the payment of principal of, and premium, if any, on any of the First Mortgage Bonds when due and payable, whether at maturity 
or by declaration, or otherwise; 

default continued for 60 days in the payment of any interest on any of the First Mortgage Bonds; 

default in the payment of principal or interest upon any outstanding prior lien bonds continued beyond any applicable grace period; 

certain acts of bankruptcy, insolvency or reorganization; and 

default continued for 60 days after written notice to us by the Mortgage Trustee (or to us and the Mortgage Trustee by the holders of at least 
25% in principal amount of the then outstanding First Mortgage Bonds) in the observance or performance of any other covenant, agreement 
or condition contained in the Mortgage or in any of the First Mortgage Bonds. 

For more information, see Section 10.01 of the Mortgage, 

If all defaults have been cured, however, the holders of not less than a majority in aggregate principal amount of the First Mortgage Bonds 
then outstanding may rescind and annul the declaration and its consequences. If the Mortgage Trustee in good faith determines it to be in the 
interest of the holders of the First Mortgage Bonds, it may withhold notice of default, except in payment of principal, premium, if any, interest or 
sinking fund payments, if any, for retirement of First Mortgage Bonds. We are required by the Mortgage to report annually to the Mortgage 
Trustee as to the absence of default and compliance with the provisions of the Mortgage. For more information, see Sections 10.01, 10.02 and 5.2: 
of the Mortgage. 

and place of conducting any proceedings for any remedy available to, or conferred by the Mortgage upon, the Mortgage Trustee; provided, 
however, that the Mortgage Trustee may, if it determines in good faith that such direction would involve the Mortgage Trustee in personal liabiliq 
or be unjustly prejudicial to the rights of the non-assenting bondholders, decline to follow such direction. For more information, see Section 10.06 
of the Mortgage. 

The holders of not less than a majority in principal amount of the First Mortgage Bonds outstanding have the right to direct the time, method 

Evidence to Be Furnished to the Mortgage Trustee Under the Mortgage 

We may demonstrate compliance with Mortgage provisions regarding certificates and opinions by providing written statements to the 
Mortgage Trustee from ow officers or experts we select. For instance, we may select an engineer or appraiser to provide a written statement 
regarding the value of property being certified or released, or an accountant regarding net earnings, or counsel regarding property titles and 
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compliance with the Mortgage generally. In certain significant matters, applicable law requires that an accountant or engineer must be 
independent. For more infomation, see Section 314(d) of the Trust Indenture Act. We must file certificates and other papers each year and 
whenever certain events occur. Additionally, we must provide evidence from time to time demonstrating our compliance with the conditions and 
covenants under the Mortgage. 

Relationship With the Trustee 

investment banlung, and securities underwriting services to us and our affiliates. In connection with the proposed amendment discussed in the firs1 
bullet point under “Modification of Mortgage - Anticipated Amendments” we expect the current Mortgage Trustee to resign and to be replaced 
by Bank One, N.A., an affiliate of the Mortgage Trustee. 

In the normal course of business, the Mortgage Trustee or its affiliates may, from time to time, provide certain commercial banking, 

DESCRIPTION OF DEBT SECURITIES 

General 

The Debt Securities offered by this prospectus will be our direct unsecured general obligations. This prospectus describes certain general term; 
of the Debt Securities offered through this prospectus. When we offer to sell a particular series of Debt Securities, we will describe the specific 
tenns of that series in a prospectus supplement. The Debt Securities will be issued under one or more indentures for Debt Securities between us 
and a trustee elected by us. In this prospectus, we will refer to any indenture under which we may issue Debt Securities as the “Debt Securities 
Indenture,” and we will refer to the trustee under any Debt Securities Indenture as the “Debt Securities Trustee.” A form of Debt Securities 
Indenture is filed as an exhibit to the registration statement of which this prospectus is a part. 

subordinated obligations. The f o m  of Debt Securities Indenture referred to above includes optional provisions (designated by brackets (“[ I”)) tha 
we would expect to appear in a separate indenture for subordinated debt securities in the event we issue subordinated debt securities, In the 
following discussion, we refer to any subordinated obligations as the “Subordinated Debt Securities.” Unless the applicable prospectus supplemen 
provides otherwise, we will use a separate Debt Securities Indenture for any Subordinated Debt Securities that we may issue. Each Debt Securitie! 
Indenture will be qualified under the Trust Indenture Act and you should refer to the Trust Indenture Act for the provisions that apply to the Debt 
Securities. 

The prospectus supplement applicable to a particular series of Debt Securities may state that a particular series of Debt Securities will be our 

We have summarized selected provisions of the Debt Securities Indenture below. Each Debt Securities Indenture will be independent of any 
other Debt Securities Indenture unless otherwise stated in a prospectus supplement. The summary that follows is not complete. You should consul 
the applicable Debt Securities, Debt Securities Indenture, and any supplemental indentures and other related documents for more complete 
information on the Debt Securities. These documents appear as exhibits to, or are incorporated by reference into, the registration statement of 
which this prospectus is a part, or will appear as exhibits to other documents that we will file with the SEC, which will be incorporated by 
reference into this prospectus. In the summary below, we have included references to applicable section numbers of the Debt Securities Indenture 
so that you can easily locate these provisions. 

Provisions of a Particular Series 

The Debt Securities may fiom time to time be issued in one or more series. You should consult the prospectus supplement relating to any 

the title of the Debt Securities; 

any limit on aggregate principal amount of the Debt Securities or the series of which they are a part; 

particular series of Debt Securities for the following information: 
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the date(s), or method for determining the date(s), on which the principal of the Debt Securities will be payable; 

the rate, including the method of determination if applicable, at whch the Debt Securities will bear interest, if any; and 

- the date fiom which any interest will accrue; 

- the dates on which we will pay interest; and 

- the record date for any interest payable on any interest payment date; 

the place where 

- the principal of, premium, if any, and interest on the Debt Securities will be payable; 

- you may register transfer of the Debt Securities; 

- you may exchange the Debt Securities; and 

- you may serve notices and demands upon us regarding the Debt Securities; 

the security registrar for the Debt Securities and whether the principal of the Debt Securities is payable without presentment or surrender of 

the terms and conhtions upon which we may elect to redeem any Debt Securities; 

the denominations in which we may issue Debt Securities, if other than $1,000 and integral multiples of $1,000; 

the terms and conditions upon which the Debt Securities must be redeemed or purchased due to our obligations pursuant to any sinlung fund 
or other mandatory redemption or tender provisions, or at the holder's option, including any applicable exceptions to notice requirements; 

the currency, if other than United States currency, in which payments on the Debt Securities will be payable; 

the terms according to which elections can be made by us or the holder regarding payments on the Debt Securities in currency other than the 

if payments are to be made on the Debt Securities in securities or other property, the type and amount of the securities and other property OT 

the manner in which we will determine any amounts payable on the Debt Securities that are to be determined with reference to an index or 

. if other than the entire principal amount, the portion of the principal amount of the Debt Securities payable upon declaration of acceleration 

any addition to the events of default applicable to any Debt Securities and any additions to our covenants for the benefit of the holders of thc 

them; 

currency in which the Debt Securities are stated to be payable; 

the method by which the amount shall be determined; 

other fact or event ascertainable outside the applicable indenture; 

of their maturity; 

Debt Securities; 

the terms applicable to any rights to convert Debt Securities into or exchange them for other of our securities or those of any other entity; 

. whether we are issuing Debt Securities as global securities, and if so, 

- any limitations on transfer or exchange rights or the right to obtain the registration of transfer; 

- any limitations on the right to obtain definitive certificates for the Debt Securities; and 

- any other matters incidental to the Debt Securities; 
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whether we are issuing the Debt Securities as bearer securities; 

any limitations on transfer or exchange of Debt Securities or the right to obtain registration of their transfer, and the terms and amount of an: 
service charge required for registration of transfer or exchange; 

any exceptions to the provisions governing payments due on legal holidays, or any variations in the definition of business day with respect tr 
the Debt Securities; 

any collateral security, assurance, guarantee or other credit enhancement applicable to the Debt Securities; and 

any other terms of the Debt Securities not in conflict with the provisions of the applicable Debt Securities Indenture. 

For more information, see Section 301 of the applicable Debt Securities Indenture. 

for a description of certain special United States federal income tax considerations that may apply to Debt Securities sold at an original issue 
discount or denominated in a currency other than dollars. 

Debt Securities protection in the event we have a change in control or are involved in a highly-leveraged transaction. 

Debt Securities may be sold at a substantial discount below their principal amount. You should consult the applicable prospectus supplement 

Unless the applicable prospectus supplement states otherwise, the covenants contained in the applicable indenture will not afford holders of 

Subordination 

The applicable prospectus supplement may provide that a series of Debt Securities will be Subordinated Debt Securities, subordinate and 
junior in right of payment to all of our Senior Indebtedness, as defined below. If so, we will issue these securities under a separate Debt Securities 
Indenture for Subordinated Debt Securities, For more information, see Article XV of the applicable Debt Securities Indenture. 

No payment of principal of, including redemption and sinking fund payments, or any premium or interest on, the Subordinated Debt Securities 
may be made if: 

there occur certain acts of bankruptcy, insolvency, liquidation, dissolution or other winding up of our company; 

. any Senior Indebtedness is not paid when due, 

4 any applicable grace period with respect to other defaults with respect to any Senior Indebtedness has ended, the default has not been cured 

the maturity of the Subordinated Debt Securities of any series has been accelerated because of a default and Senior Indebtedness is then 

Upon any distribution of our assets to creditors upon any dissolution, winding-up, liquidation or reorganization, whether voluntary or 

or waived, and the maturity of such Senior Indebtedness has been accelerated because of the default, or 

outstanding. 

involuntary or in bankruptcy, insolvency, receivership or other proceedings, all principal of, and any premium and interest due or to become due 
on, all outstanding Senior Indebtedness must be paid in full before the holders of the Subordinated Debt Securities are entitled to payment. For 
more information, see Section 1502 of the applicable Debt Securities Indenture. The rights of the holders of the Subordinated Debt Securities will 
be subrogated to the rights of the holders of Senior Indebtedness to receive payments or distributions applicable to Senior Indebtedness until all 
amounts owing on the Subordinated Debt Securities are paid in full. For more information, see Section 1504 of the applicable Debt Securities 
Indenture, 
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As defined in the Subordinated Debt Securities Indenture, the term “Senior Indebtedness” means: 

all obligations (other than non-recourse obligations and the indebtedness issued under the Subordinated Debt Securities Indenture) of, or 
guaranteed or assumed by, us 

- for borrowed money (including both senior and subordinated indebtedness for borrowed money, but excluding the Subordinated Debt 
Securities); or 

- for the payment of money relating to any lease that is capitalized on our consolidated balance sheet in accordance with generally 
accepted accounting principles; or 

indebtedness evidenced by bonds, debentures, notes or other similar instruments. 

In the case of any such indebtedness or obligations, Senior Indebtedness includes amendments, renewals, extensions, modifications and 

The Subordinated Debt Securities Indenture does not limit the aggregate amount of Senior Indebtedness that we may issue. 

rehdings,  whether existing as of the date of the Subordinated Debt Securities Indenture or subsequently incurred by us. 

Form, Exchange and Transfer 

in denominations of $1,000 and integral multiples of that amount. For more infomation, see Sections 201 and 302 of the applicable Debt 
Securities Indenture. 

Holders may present Debt Securities for exchange or for registration of transfer, duly endorsed or accompanied by a duly executed instrument 
of transfer, at the office of the security registrar or at the office of any transfer agent we may designate. Exchanges and transfers are subject to the 
terms of the applicable indenture and applicable limitations for global securities. We may designate ourselves the security registxar. No charge wil 
be made for any registration of transfer or exchange of Debt Securities, but we may require payment of a sum sufficient to cover any tax or other 
governmental charge that the holder must pay in connection with the transaction. Any transfer or exchange will become effective upon the securit 
registrar or transfer agent, as the case may be, being satisfied with the documents of title and identity of the person making the request. For more 
information, see Section 305 of the applicable Debt Securities Indenture. 

The applicable prospectus supplement will state the name of any transfer agent, in addition to the security registrar initially designated by us, 
for any Debt Securities. We may at any time designate additional transfer agents or withdraw the designation of any transfer agent or make a 
change in the office through which any transfer agent acts. We must, however, maintain a transfer agent in each place of payment for the Debt 
Securities of each series. For more information, see Section 602 of the applicable Debt Securities Indenture. 

Unless the applicable prospectus supplement states otherwise, we will issue Debt Securities only in fully registered form without coupons and 

We will not be required to: 

issue, register the transfer of, OT exchange any Debt Securities or any tranche of any Debt Securities during a period beginning at the openin 
of business 15 days before the day of mailing of a notice of redemption of any Debt Securities called for redemption and ending at the close 
of business on the day of mailing; or 

register the transfer of, or exchange any Debt Securities selected for redemption except the unredeemed portion of any Debt Securities bein) 
partially redeemed . 

For more information, see Section 305 of the applicable Debt Securities Indenture. 

Payment and Paying Agents 

person in whose name the Debt Security is registered at the close of 
Unless the applicable prospectus supplement states otherwise, we will pay interest on a Debt Security on any interest payment date to the 
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business on the regular record date for the interest payment. For more information, see Section 307 of the applicable Debt Securities Indenture. 

office of the paying agent whom we will designate for this purpose. Unless the applicable prospectus supplement states otherwise, the corporate 
trust office of the Debt Securities Trustee in New York City will be designated as our sole paying agent for payments with respect to Debt 
Securities of each series. Any other paying agents initially designated by us for the Debt Securities of a particular series will be named in the 
applicable prospectus supplement. We may at any time add or delete paying agents or change the office through which any paying agent acts. We 
must, however, maintain a paying agent in each place of payment for the Debt Securities of a particular series. For more information, see 
Section 602 of the applicable Debt Securities Indenture. 

at the end of two years after payment is due will be repaid to us. After that date, the holder of that Debt Security shall be deemed an unsecured 
general creditor and may look only to us for these payments. For more information, see Section 603 of the applicable Debt Securities Indenture. 

Unless the applicable prospectus supplement provides otherwise, we will pay principal and any premium and interest on Debt Securities at the 

All money we pay to a paying agent for the payment of the principal and any premium or interest on any Debt Security that remains undaimec 

Redemption 

for any provisions in the applicable prospectus supplement regarding Debt Securities redeemable at the holder’s option, Debt Securities may be 
redeemed only upon notice by mail not less than 30 nor more than 60 days prior to the redemption date, Further, if less than all of the Debt 
Securities ofa  series, or any tranche of a series, are to be redeemed, the Debt Securities to be redeemed will be selected by the method provided 
for the particular series. In the absence of a selection provision, the Debt Securities Trustee will select a fair and appropriate method of random 
selection. For more information, see Sections 403 and 404 of the applicable Debt Securities Indenture. 

You should consult the applicable prospectus supplement for any terms regarding optional or mandatory redemption of Debt Securities. ExceF 

A notice of redemption we provide may state: 

that redemption is conditioned upon receipt by the paying agent on or before the redemption date of money sufficient to pay the principal of 

9 that if the money has not been received, the notice will be ineffective and we will not be required to redeem the Debt Securities. 

and any premium and interest on the Debt Securities; and 

For more information, see Section 404 of the applicable Debt Securities Indenture. 

Consolidation, Merger and Sale of Assets 

person, unless: 
We may not consolidate with or merge into any other person, nor may we transfer or lease substantially all of our assets and property to any 

the corporation formed by the consolidation or into which we are merged, or the person that acquires by conveyance or transfer, or that 
leases, substantially all of our property and assets 

- is organized and validly existing under the laws of any domestic jurisdiction; and 

- expressly assumes by supplemental indenture our obligations on the Debt Securities and under the applicable indentures; 

9 immediately after giving effect to the transaction, no event of default, and no event that would become an event of default, has occurred and 

9 we have delivered to the Debt Securities Trustee an officer’s certificate and opinion of counsel as provided in the applicable indentures. 

is continuing; and 
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For more information, see Section 1101 of the applicable Debt Securities Indenture. 

Events of Default 

“Event of default” under the applicable indenture with respect to Debt Securities of any series means any of the following: 

9 failure to pay any interest due on any Debt Security of that series within 30 days; 

failure to pay principal or premium, if any, when due on any Debt Security of that series; 

failure to make any required sinking fund payment on any Debt Securities of that series; 

breach of or failure to perform any other covenant or warranty in the applicable indenture with respect to Debt Securities of that series for 
60 days (subject to extension under certain circumstances €or another 120 days) after we receive notice from the Debt Securities Trustee, or 
we and the Debt Securities Trustee receive notice from the holders of at least 33% in principal amount of the Debt Securities of that series 
outstanding under the applicable indenture according to the provisions of the applicable indenture; 

certain events of bankruptcy, insolvency or reorganization; and 

any other event of default set forth in the applicable prospectus supplement. 

For more information, see Section 801 of the applicable Debt Securities Indenture. 

An event of default with respect to a particular series of Debt Securities does not necessarily constitute an event of default with respect to the 
Debt Securities of any other series issued under the applicable indenture. 

If an event of default with respect to a particular series of Debt Securities occurs and is continuing, either the Debt Securities Trustee or the 
holders of at least 33% in principal amount of the outstanding Debt Securities of that series may declare the principal amount of all of the Debt 
Securities of that series to be due and payable immediately. If the Debt Securities of that series are discount securities or similar Debt Securities, 
only the portion of the principal amount as specified in the applicable prospectus supplement may be immediately due and payable. If an event of 
default occurs and is continuing with respect to all series of Debt Securities issued under a Debt Securities Indenture, including all events of 
default relating to bankruptcy, insolvency or reorganization, the Debt Securities Trustee or the holders of at least 33% in principal amount of the 
outstanding Debt Securities of all series issued under that Debt Securities Indenture, considered together, may declare an acceleration of the 
principal amount of a11 series of Debt Securities issued under that Debt Securities Indenture. There is no automatic acceleration, even in the event 
of our bankruptcy or insolvency. 

The applicable prospectus supplement may provide, with respect to a series of Debt Securities to which a credit enhancement is applicable, 
that the provider of the credit enhancement may, if a default has occurred and is continuing with respect to the series, have all or any part of the 
rights with respect to remedies that would otherwise have been exercisable by the holder of that series. 

At any time after a declaration of acceleration with respect to the Debt Securities of a particular series, and before a judgment or decree for 
payment of the money due has been obtained, the event of default giving rise to the declaration of acceleration will, without further action, be 
deemed to have been waived, and the declaration and its consequences will be deemed to have been rescinded and annulled, if: 

we have paid or deposited with the Debt Securities Trustee a sum sufficient to pay 

- all overdue interest on all Debt Securities of the particular series; 

- the principal of and any premium on any Debt Securities of that series that have become due otherwise than by  the declaration of 
acceleration and any interest at the rate prescribed in the Debt Securities 
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- interest upon overdue interest at the rate prescribed in the Debt Securities, to the extent payment is lawful; and 

- all amounts due to the Debt Securities Trustee under the applicable indenture; and 

any other event of default with respect to the Debt Securities of the particular series, other than the failure to pay the principal of the Debt 
Securities of that series that has become due solely by the declaration of acceleration, has been cured or waived as provided in the applicable 
indenture. 

For more information, see Section 802 of the applicable Debt Securities Indenture. 

The applicable Debt Securities Indenture includes provisions as to the duties of the Debt Securities Trustee in case an event of default occurs 
and is continuing. Consistent with these provisions, the Debt Securities Trustee will be under no obligation to exercise any of its rights ox powers 
at the request or direction of any of the holders unless those holders have offered to the Debt Securities Trustee reasonable indemnity against the 
costs, expenses and liabilities that may be incurred by it in compliance with such request or direction. For more information, see Section 903 of th 
applicable Debt Securities Indenture. Subject to these provisions for indemnification, the holders of a majority in principal amount of the 
outstanding Debt Securities of any series may direct the time, method and place of conducting any proceeding for any remedy available to the 
Debt Securities Trustee, or exercising any trust or power conferred on the Debt Securities Trustee, with respect to the Debt Securities of that 
series. For more mformation, see Section 812 of the applicable Debt Securities Indenture. 

or for any other remedy under the applicable indenture unless: 
No holder of Debt Securities may institute any proceeding regarding the applicable indenture, or for the appointment of a receiver or a trustee, 

the holder has previously given to the Debt Securities Trustee written notice of a continuing event of default of that particular series; 

the holders of a majority in principal amount of the outstanding Debt Securities of all series with respect to which an event of default is 
continuing have made a written request to the Debt Securities Trustee, and have offered reasonable indemnity to the Debt Securities Trustee 
to institute the proceeding as trustee; and 

. the Debt Securities Trustee has failed to institute the proceeding, and has not received from the holders of a majority in principal amount of 
the outstanding Debt Securities of that series a direction inconsistent with the request, within 60 days after notice, request and offer of 
reasonable indemnity. 

For more information, see Section 807 of the applicable Debt Securities Indenture. 

principal of or any premium or interest on the Debt Securities on or after the applicable due date stated in the Debt Securities. For more 
information, see Section 808 of the applicable Debt Securities Indenture. 

We must fumish annually to the Debt Securities Trustee a statement by an appropriate officer as to that officer’s knowledge of our compliancc 
with all conditions and covenants under each of the indentures for Debt Securities. Our compliance is to be determined without regard to any grac 
period or notice requirement under the respective indenture. For more information, see Section 606 of the applicable Debt Securities Indenture. 

The preceding limitations do not apply, however, to a suit instituted by a holder of a Debt Security for the enforcement of payment of the 

Modification and Waiver 

We and the Debt Securities Trustee, without the consent of the holders of the Debt Securities, may enter into one or more supplemental 

to evidence the assumption by any permitted successor of our covenants in the applicable indenture and the Debt Securities; 

indentures for any of the following purposes: 
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to add one or more covenants or other provisions for the benefit of the holders of outstanding Debt Securities or to surrender any right or 

to add any additional events of default; 

to change or eliminate any provision of the applicable indenture or add any new provision to it, but if this action would adversely affect the 

power conferred upon us by the applicable indenture; 

interests of the holders of any particular series of Debt Securities in any material respect, the action will not become effective with respect tc 
that series while any Debt Securities of that series remain outstanding under the appIicable indenture; 

to provide collateral security for the Debt Securities; 

to establish the form or terms of Debt Securities according to the provisions of the applicable indenture; 

to evidence the acceptance of appointment of a successor Debt Securities Trustee under the applicable indenture with respect to one or more 
series of the Debt Securities and to add to or change any of the provisions of the applicable indenture as necessary to provide for trust 
administration under the applicable indenture by more than one trustee; 

to provide for the procedures required to permit the use of a non-certificated system of registration for any series of Debt Securities; 

to change any place where 

- the principal of and any premium and interest on any Debt Securities are payable; 

- my Debt Securities may be surrendered for registration of transfer or exchange; or 

- notices and demands to or upon us regarding Debt Securities and the applicable indentures may be served; or 

to cure any ambiguity or inconsistency, but only by means of changes or additions that will not adversely affect the interests of the holders 
of Debt Securities of any series in any material respect. 

For more information, see Section 1201 of the applicable Debt Securities Indenture. 

The holders of at least a majority in aggregate principal amount of the outstanding Debt Securities of any series may waive: 

compliance by us with certain provisions of the applicable indenture (see Section 607 of the applicable Debt Securities Indenture); and 

any past default under the applicable indenture, except a default in the payment of principal, premium, or interest and certain covenants and 
provisions of the applicable indenture that cannot be modified or amended without consent of the holder of each outstanding Debt Security 
of the series affected (see Section 813 of the applicable Debt Securities Indenture). 

The Trust Indenture Act of 1939 may be amended after the date of the applicable indentwe to require changes to the indenture. In t h s  event, 
the indenture will be deemed to have been amended so as to effect the changes, and we and the Debt Securities Trustee may, without the consent 
of any holders, enter into one or more supplemental indentures to evidence or effect the amendment. For more information, see Section 1201 of 
the applicable Debt Securities Indenture. 

Except as provided in this section, the consent of the holders of a majority in aggregate principal amount of the outstanding Debt Securities 
issued pursuant to a Debt Securities Indenture, considered as one class, is required to change in any manner the applicable indenture pursuant to 
one or more supplemental indentures. If less than all of the series of Debt Securities outstanding under a Debt Securities Indenture are directly 
affected by a proposed supplemental indenture, however, only the consent of the holders of a majority in aggregate principal amount of the 
outstanding Debt Securities of all series directly affected, considered as one class, will be required. Furthermore, if the Debt Securities of any 
series 
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have been issued in more than one tranche and if the proposed supplemental indenture dxectly affects the rights of the holders of one or more, but 
not all, tranches, only the consent of the holders of a majority in aggregate principal amount of the outstanding Debt Securities of all tranches 
directly affected, considered as one class, will be required. In addition, an amendment or modification: 

may not, without the consent of the holder of each outstanding Debt Security affected 

- change the maturity of the principal of, or any installment of principal of or interest on, any Debt Securities; 

- reduce the principal amount or the rate of interest, or the amount of any installment of interest, or change the method of calculating the 
rate of interest; 

- reduce any premium payable upon the redemption of the Debt Securities; 

- reduce the amount of the principal of any Debt Security originally issued at a discount from the stated principal amount that would be 
due and payable upon a declaration of acceleration of maturity; 

- change the currency or other property in which a Debt Security or premium or interest on a Debt Security is payable; or 

- impair the right to institute suit for the enforcement of any payment on or after the stated maturity, or in the case of redemption, on or 
after the redemption date, of any Debt Securities; 

may not reduce the percentage of principal amount requirement for consent of the holders for any supplemental indenture, or for any waiver 
of compliance with any provision of or any default under the applicable indenture, or reduce the requirements €or quorum or voting, without 
the consent of the holder of each outstanding Debt Security of each series or tranche affected; and 

may not modify provisions of the applicable indenture relating to supplemental indentures, waivers of certain covenants and waivers of past 
defaults with respect to the Debt Securities of any series, or any tranche of a series, without the consent of the holder of each outstanding 
Debt Security affected. 

A supplemental indenture will be deemed not to affect the rights under the applicable indenture of the holders of any series or tranche of the 

changes or eliminates any covenant or other provision of the applicable indenture expressly included solely for the benefit of one or more 

9 modifies the rights of the holders of Debt Securities of any other series or tranches with respect to any covenant or other provision. 

Debt Securities if the supplemental indenture: 

other particular series of Debt Securities or tranches thereof; or 

For more information, see Section 1202 of the applicable Debt Securities Indenture. 

I f  we solicit from holders of the Debt Securities any type of action, we may at our option by board resolution fix in advance a record date for 
the determination of the holders entitled to vote on the action. We shail have no obligation, however, to do so. If we fix a record date, the action 
may be taken before or after the record date, but only the holders of record at the close of business on the record date shall be deemed to be holdei 
for the purposes of determining whether holders of the requisite proportion of the outstanding Debt Securities have authorized the action. For that 
purpose, the outstanding Debt Securities shall be computed as of the record date. Any holder action shall bind every future holder of the same 
security and the holder of every security issued upon the registration of transfer of or in exchange for or in lieu of the security in respect of 
anything done or permitted by the Debt Securities Trustee or us in reliance on that action, whether or not notation of the action is made upon the 
security. For more information, see Section 104 of the applicable Debt Securities Indenture. 
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Defeasance 

Unless the applicable prospectus supplement provides otherwise, any Debt Security, or portion of the principal amount of a Debt Security, wil: 
be deemed to have been paid for purposes of the applicable indenture, and, at our election, our entire indebtedness in respect of the Debt Security, 
or portion thereof, will be deemed to have been satisfied and discharged, if we have irrevocably deposited with the Debt Securities Trustee or any 
paying agent other than us, in trust money, certain eligible obligations, as defied in the applicable indenture, or a combination of the two, 
sufficient to pay principal of and any premium and interest due and to become due on the Debt Security or portion thereof. For more information, 
see Section 701 of the applicable Debt Securities Indenture. For this purpose, unless the applicable prospectus supplement provides otherwise, 
eligible obligations include direct obligations of, or obligations unconhtionally guaranteed by, the United States, entitled to the benefit of full fait1 
and credit of the United States, and certificates, depositary receipts or other instruments that evidence a direct ownership interest in those 
obligations or in any specific interest or principal payments due in respect of those obligations. 

Resignation, Removal of Debt Securities Trustee; Appointment of Successor 

a majority in principal amount of outstanding Debt Securities delivered to the Debt Securities Trustee and us. No resignation or removal of the 
Debt Securities Trustee and no appointment of a successor trustee will become effective until a successor trustee accepts appointment in 
accordance with the requirements of the applicable indenture. So long as no event of default or event that would become an event of default has 
occurred and is continuing, and except with respect to a Debt Securities Trustee appointed by an action of the holders, if we have delivered to the 
Debt Securities Trustee a resolution of our board of directors appointing a successor trustee and the successor trustee has accepted the appointmen 
in accordance with the terms of the applicable indenture, the Debt Securities Trustee will be deemed to have resigned and the successor trustee 
will be deemed to have been appointed as trustee in accordance with the applicable indenture. For more information, see Section 910 of the 
applicable Debt Securities Indenture. 

The Debt Securities Trustee may resign at any time by giving written notice to us or may be removed at any time by an action of the holders 0: 

Notices 

information, see Section 106 of the applicable Debt Securities Indenture. 
We will give notices to holders of Debt Securities by mail to their addresses as they appear in the Debt Security Register. For more 

Title 

The Debt Securities Trustee and its agents, and we and our agents, may treat the person in whose name a Debt Security is registered as the 
absolute owner of that Debt Security, whether or not that Debt Security may be overdue, for the purpose of making payment and for all other 
purposes. For more information, see Section 308 of the applicable Debt Securities Indenture. 

Governing Law 

Securities, will be govemed by, and construed in accordance with, the law of the State of New York. For more information, see Section 1 12 of the 
applicable Debt Securities Indenture. 

The Debt Securities Indentures and the Debt Securities, including any Subordinated Debt Securities Indentures and Subordinated Debt 
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GLOBAL SECURITIES 

We may issue some or all of the First Mortgage Bonds or Debt Securities of any series as global securities. We will register each global 
security in the name of a depositary identified in the applicable prospectus supplement. The global securities will be deposited with a depositary 01 
nominee or custodian for the depositary and wiIl bear a legend regarding restrictions on exchanges and registration of transfer as discussed below 
and any other matters to be provided pursuant to the indenture. 

As long as the depositary or its nominee is the registered holder of a global security, that person will be considered the sole owner and holder 
of the global security and the securities represented by it for all purposes under the securities and the indenture. Except in limited circumstances, 
owners of a beneficial interest in a global secwity: 

will not be entitled to have the global security or any securities represented by it registered in their names; 

will not receive or be entitled to receive physical delivery of certificated securities in exchange for the global security; and 

will not be considered to be the owners or holders of the global security or any securities represented by it for any purposes under the 

We will make all payments of principal arid any premium and interest on a global security to the depositary or its nominee as the holder of the 

securities or the indenture. 

global security. The laws of some jurisdictions require that certain purchasers of securities take physical delivery of securities in definitive form. 
These laws may impair the ability to transfer beneficial interests in a global security. 

Ownershp of beneficial interests in a global security will be limited to institutions having accounts with the depositary or its nominee, called 
“participants” for purposes of this discussion, and to persons that hold beneficial interests through participants. When a global security is issued, 
the depositary will credit on its book entry, registration and transfer system the principal amounts of securities represented by the global security t 
the accounts of its participants. Ownership of beneficial interests in a global security will be shown only on, and the transfer of those ownership 
interests will be effected only through, records maintained by: 

the depositary, with respect to participants’ interests; or 

any participant, with respect to interests of persons held by the participants on their behalf. 

Payments by participants to owners of beneficial interests held through the participants will be the responsibility of the participants. The 
depositary may from time to time adopt various policies and procedures governing payments, transfers, exchanges and other matters relating to 
beneficial interests in a global security. None of the following will have any responsibility or liability €or any aspect of the depositary’s or any 
participant’s records relating to, or for payments made on account of, beneficial interests in a global security, or for maintaining, supervising or 
reviewing any records relating to those beneficial interests: 

us or our affiliates; 

the trustee under any indenture; or 

any agent of any of the above. 
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Unless the applicable prospectus supplement provides otherwise, we expect to sell the securities in any of three ways: 

9 through underwriters or dealers; 

directly through a limited number of institutional purchasers or to a single purchaser; or 

through agents. 

The applicable prospectus supplement will set forth the terms under which the securities are offered, including 

the names of any underwriters, dealers or agents; 

the purchase price and the net proceeds to us from the sale; 

9 any underwriting discounts and other items constituting underwriters’ compensation; 

any initial public offering price; and 

. any discounts or concessions allowed, re-allowed or paid to dealers. 

We or any underwriters or dealers may change from time to time any initial public offering price and any discounts or concessions allowed or 
re-allowed or paid to dealers. 

If we use underwriters in the sale, the securities will be acquired by the underwriters for their own account and may be resold in one or more 
transactions, including negotiated transactions, at a fixed public offering price or at varying prices determined at the time of the sale. Unless the 
applicable prospectus supplement states otherwise, the obligations of the underwriters to purchase the securities will be subject to certain 
conditions, and the underwriters will be severally obligated to purchase all of the securities, except that in certain cases involving a default by an 
underwriter, less than all of the securities may be purchased. If we sell securities through an agent, the applicable prospectus supplement will state 
the name and any commission payable by us to the agent. Unless the prospectus supplement provides otherwise, any agent acting for us will be 
acting on a best efforts basis for the period of its appointment. 

institutions to purchase securities at the public offering price set forth in the prospectus supplement pursuant to delayed delivery contracts 
providing for payment and delivery on a specified future date. These contracts will be subject to the conditions set forth in the prospectus 
supplement. Additionally, the prospectus supplement will set forth the commission payable for solicitation of these contracts. 

Agents and underwriters may be entitled, under agreements with us, to indemnification by us against certain civil liabilities, including 
liabilities under the Securities Act of 1933. 

The applicable prospectus supplement will state whether we will authorize agents, underwriters or dealers to solicit offers by certain specified 

EXPERTS 

The financial statements and the related financial statement schedule as of and for the years ended December 3 1, 2002 and 2001 incorporated 
in this prospectus from our Annual Report on Form 10-K for the year ended December 3 1,2002 have been audited by Deloitte & Touche LLP, 
independent auditors, as stated in their reports, which are incorporated herein by reference, and have been so incorporated in reliance upon the 
reports of such firm given upon their authority as experts in accounting and auditing. 

The financial statements and the related financial statement schedule for the year ended December 3 1, 2000, included in our Annual Report on 
Form 10-K for the year ended December 3 1,2002, have been incorporated by reference in this prospectus and the registration statement in relianc, 
upon the report of KPMG LLP, independent certified public accountants, incorporated by reference in the prospectus, and given upon the authorit 
of that firm as experts in accounting and auditing. 
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On March 21, 2001, our Board of Directors formally elected to engage Deloitte & Touche LLP as our independent accountants and to dismiss 
KPMG as such independent accountant. Deloitte & Touche became our independent accountant upon KPMG’s completion of the 2000 audit and 
our issuance of the related fmancial statements. For additional detail regarding our change in independent accountants, please refer to “ITEM 9 - 
Changes in and Disagreements with Accountants on Accounting and Financial Disclosure” included in our Form 10-K for the year ended 

December 37, 2001. 

LEGAL OPINIONS 

Unless the applicable prospectus supplement provides otherwise, R. Alexander Glenn, Associate General Counsel of Progress Energy Service 
Company, LLC, and Hunton & Williams, our outside counsel, will issue opinions about the legality of the offered securities €or us. Unless the 
applicable prospectus supplement provides otherwise, any underwriters or agents will be advised about issues relating to any offering by their 
legal counsel, Dewey Ballantine LLP of New York, New York. 
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March 28,2005 

RUNTON & WILLIAMS LLP 
POST OFFICE BOX $04 
RALEIOH. NORTH CAROLINA 27602 

TEL 919 - 894 * 3ooo 
FAX 919 833 063.52 

To each of the Lenders parties to the Agreement 
referred to below and Bank of America, N.A., as 
Ad mini strati ve Agent 

Re: Florida Power Corporation d/b/a Progress Energy Florida, Inc 

Ladies and Gentlemen: 

This opinion is fumished to you by us as counsel for Florida Power Corporation d/b/a 
Progress Energy Florida, Inc. (the “Borrower”) pursuant to Section 3.0 1 (a)(vi$ of the five- 
year Credit Agreement, dated as of March 28, 2005 (the “Agreement’, the terms defined 
therein being used herein as therein defmed), among the Borrower, certain lenders thereunder 
(the ‘Zenders”) and Bank of America, N A . ,  as Administrative Agent for the Lmders. 

In connection with the preparation, execution and deJivery of the Agreement, we have 
examined: 

1. The Agreement. 

2. The documents furnished by the Borrower pursuant to Section 3,OI of the 
Agreement. 

3. The opinion letter of even date herewith, addressed to you by R. Alexander 
Glenn, Associate General Counsel of Progress Energy Service Company, LLC, in his capacity 
as counsel to the Borrower and delivered in connection with the transactions contemplated by 
the Agreement (the “Company Opinion Letter”). 

We have afso examined the originals, or copies of such other corporate records of the 
Borrower, certificates of public officials and of officers of the Borrower and agreements, 
instruments and other documents as we have deemed necessary as a basis for the opinions 
expressed below. As to questions of fact material to such opinions, we have, when relevant 
facts were not independently established by us, relied upon certificates of the Borrower or its 
officers or of public officials. We have assumed the authenticity of all documents submitted to 
us as originals, the conformity to originals of d l  documents submitted as certified or 
photostatic copies and the authenticity of the originals (other than those of the Borrower), and 
the due execution and delivery, pursuant tu due authorization, of the Agreement by the Lenders 
and the Administrative Agent and the validity and binding effect thereof on such parties. 

. . . .  . . . . . .  . .  . . .  . . . .  ... . .  
. .  

. .  
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Whenever the phrase “to our knowledge” is used in this opinion it refers to the actual 
knowledge of the anomeys of this fim involved in the representation of the Borrower without 
independent investigation. 

We are qualified to practice law in the States o€ Florida and New Ymk, and the 
opinions expressed herein are limited to the law of the States of Florida and New York and the 
federal law of the United States. To the extent that our opinions expressed herein depend upon 
opinions expressed in paragraphs 1 through 4 of the Company Opinion Letter. we have relied 
without independent investigation on the accuracy of the opinions expressed in the Cumpany 
Opinion Letter, subject to the assumptions, qualifications and limitations set forth in the 
Company Opinion Letter. 

Based upon the foregoing and upon such investigation as we have deemed necessary, 
we are of the opinion that the Agreement constitutes the legal, valid and binding obligation of 
the Borrower enforceable against the Borrower in accordance with its terms except as 
enforcement may be limited or otherwise affected by (a) bankruptcy, insolvency, 
reorganization, fraudulent transfer, moratorium or other similar laws affecting the rights of 
creditors generally and (b) principles of equity, whether considered at law or in equity. 

The opinion set forth above is subject to the folfowing qualifications: 

(a) In addition to the application of equitable principles described above, courts 
have imposed an obligation on contracting parties to act reasonably and i n  good faith in the 
exercise of their contractual rights and remedies, and may also apply public policy 
considerations in limiting the right of parties seeking tu obtain indemnification under 
circumstances where the conduct of such parties is determined to have constituted negjigence. 

(b) No opinion is expressed herein as to (i) Section 8.05 of the Agreement, (ii} the 
enforceability of provisions purporting to grant to a party condusive rights of determination, 
(iii) the availability of specific performance or other equitable remedies, (iv) the enforceability 
of rights to indemnity under federal or state securities Jaws or (v) the enforceability of waivers 
by parties of their respective rights and remedies under law. 

IC) No opinion is expressed herein as to provisions, if any, in the Agreement, which 
(A) purport to excuse, release or exculpate a party for liability for or indemnify a party against 
the consequences of its own acts, (B) purport to make void any act done in contravention 
thereof, (C> purport to authorize a party to make binding determinations in its sole discretion, 
(D) relate to the effects of laws which may be enacted in the future, (E) require waivers, 
consents or amendments to be made only in writing, (F) purport to waive rights of offset or fa 
create rights of set off other than as provided by statute, or (G) purport to permit acceleration of 
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indebtedness and the exercise of remedies by reason of the occurrence of an immaterial breach 
of the Agreement or any related document. Further, we express no opinion as to the necessity 
for any Lender, by reason of such Lender’s particular circumstances, to qualify tu transact 
business in the State of New York or as to any Lender’s liability for taxes in m y  jurisdiction. 

The foregoing opinion is solely for your benefit and may not be relied upon by ainy 
other Person other than (i) any other Person that may become a Lender under the Agreement 
after the date hereof in accordance with the provisions thereof and (ii) King & Spalding LLP, 
in  connection with its opinion delivered on the date hereof under Section 3.01 of  the 
Agreement. 

Very truly yours, 
t 

07 i69/O5 86O/O 10 15 



g?lq ~2 Progress Energy 

March 28,2005 

To each of the Lenders parties to the Agreement 
referred to beiow and Bank of America, NA., as 
Administrative Agent 

Re: Florida Power Corporation d/b/a Progress Energy Florida, Znc. 

Ladies and Gentlemen: 

This opinion is firmished to YQU by me as Deputy General CounseI o f  Progress Energy 
Service Company, LLC and in my capacity as counsel to Florida Power Corporation d/b/a 
Progress Energy Florida, Inc. (the ”Borruwer”) pursuant to Section 3-01 (a)(viii) of the five-year 
Credit Agreement, dated as uf March 28, 2005 (the “Agreement”, the terms defined therein 
being used herein as therein defined), among the Borrower, certain lenders thereunder (the 
“Lenders”) and Bank of America, N.A., as Administrative Agent for the Lenders. 

examined: 

1. 

2. 
Agreement. 

3. 

4. 

5. 

In connection with the preparation, execution and delivery of the Agreement, 1 have 

The Agreement. 

The documents kmished by the Borrower pursuant to Section 3.01 of the 

The Restated Charter of the Borrower (the “Charter”). 

The Bylaws of the Borrower and all amendments thereto (the “Bylaws”). 

The FPSC Order, as defined in the Agreement. 

1. have also examined the originals, or copies of such other corporate records of the 
Borrower, certificates of public officials and of officers of the Borrower and agreements, 
instruments and other documents as I have deemed necessary as a basis for the opinions 
expressed below. As to questions o f  fact material to such opinions, I have, when relevant facts 
were not independently established by me, relied upon certificates of the 3orrower or its officers 
OT of public officials. I have assumed the authenticity of all documents submitted to me as 
originals, the conformity to originals of all documents submitted as certified or photostatic copies 
and the authenticity of signatures (other than those of the Borrower), and the due execution and 
delivery, pursuant to due authorization, of the Agreement by the Lenders and the Administrative 
Agent and the validity and binding effect thereof on such parties. For purposes of my opinions 
expressed in paragraph I below as to existence and good standing, I have relied as of their 
respe$,ive Gates on prtifi9ges of public officials, copies of which are attached hereto as 

rogress nsrgy Servlce ompany, 
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Exhibit A. Whenever the phrase “to my knowledge” is used in this opinion it refers to my actual 
knowledge and the actual knowledge of the attorneys who work under my supervision and who 
were involved in the representation of the Borrower in connection with the transactions 
contemplated by the Agreement. 

I or attorneys worhng under my supervision are qualified to practice law in the State of 
Florida, and the opinions expressed herein are limited to the iaw of the State of Florida and the 
federal law of the United States. 

Based upon the foregoing and upon such investigation as 1 have deemed necessary, 1 am 
of the following opinion: 

I .  The Borrower is a corporation duly organized, validly existing and in good 
standing under the laws of the State of Florida. The Borrower has the corporate power and 
authority to enter into the transactions contemplated by the Agreement. 

2 .  The execution, delivery and performance of the Agreement by the Borrower have 
been duly authorized by all necessary corporate action on the part of the Borrower and the 
Agreement has been duly executed and deIivered by the Borrower. 

3. The execution, delivery and perfomance of the Agreement by the Borrower will 
not (i) violate the Charter or the Bylaws or any law, rule or regulation applicable to the Borrower 
(including, without limitation, Regulation X o f  the Board of Governors of the Federal Reserve 
System) ox {ii) result in a breach of, or constitute a default under, any judgment, decree or order 
binding on the Borrower, or any indenture, mortgage, contract or other instrument to which it is a 
party or by which it is bound. 

4, No authorization, approval or other action by, and no notice to or f i h g  with any 
governmental authority or regulatory body is required for the due execution, delivery and 
perfonnance by the Borrower of the Agreement, other than the FPSC Order, which has been duly 
issued and is in hll force and effect. All periods for review and approval of the FPSC Order 
have expired, and no such request for review or appeal thereofhas been filed or is pending. 

5. To my knowledge, except as described in the reports and registration statements 
that the Borrower has filed with the Securities and Exchange Commission, there are no pending 
or overtly threatened actions or proceedings against the Borrower or any of its Subsidiaries 
before my court, governmental agency or arbitrator, that purport to affect the legality, validity, 
binding effect or enforceability of the Agreement or that are likely to have a material adverse 
effect upon the financial condition, operations OF properties of the Borrower or any of its 
Subsidiaries. 
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The opinions set forth above are subject to the qualification that, except as provided in 
paragraph 4 above, nu opinion Is expressed herein as to the enforceability of the Agreement or 
any other document. 

The foregoing opinions are solely for your benefit and may nut be relied upon by any 
other Person other than (i) any other Person that may become a Lender under the Agreement 
after the date hereof and (ii) Hunton & WiIlh" LLP and King & Spalding LLP, in connection 
with their respective opinions delivered on the date hereof under Section 3.01 of the Agreement. 

Deputy General Counsel 



Writer‘s Direct Dial No. 727-820-5587 

R. ALEXANDER GLENN 
Deputy General Counsel - Florida 

Exhibit C 

May 16, 2005 

JPMURGAN CHASE BANK, M A .  
as Trustee under the Indenture 
with Florida Power Corporation, 
dated as of January I, 1944, 
as supplemented (the “Indenture”). 

Ladies and Gentlemen: 

1 am the Deputy General Counsel of Progress Energy Service Company, LLC and have been 
selected and duty authorized by Florida Power Corporation d/b/a Progress Energy Florida, lnc. 
(hereinafter called t h e  “Company”) to act as counsel under the above referenced Indenture. At 
the Company’s request, I am furnishing this opinion pursuant to Section 4.07(e) and Section 
3.01 of the Indenture in connection with an application of the Company for the authentication 
and delivery, pursuant to Section 4.03 of the fndenture, of $300,000,000 aggregate principal 
amount of the Company’s First Mofigage Bonds, 4.50% Series due 201 0 (the “New Series 
Bonds‘’). I have examined executed copies of the  following instruments to be deiivered to you in 
support of such application: 

1. Written order of the Company for the authentication and delivery o f  the New 
Series Bonds; 

2. Certified copy of Resolutions of the Board of Directors and the First Mortgage 
Bond Indenture Committee of the Board of Directors of the Company; 

3. Forty-Fifth Supplemental Indenture, dated as of May 1,2005; 

4. Copy of Order No. PSC-04-1183-FOF-EI of the Florida Public Service 
Commission (the “FPSC”), dated December 1,2004 authorizing the issuance of certain securities 
of the Company, including the New Series Bonds; 

5. Officers’ Certificate stating that the Company i s  not, to the knowledge of the 
signers, in default in the performance of any o f  the covenants on its part to be performed under 
the Indenture; 

Progress Energy Service Cmpany, I L G  
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6. Officers’ Certificate of the Bondable Value of Property Additions pursuant ta 
Section 4.03(b) of the Indenture which meets the requirements of paragraph B of Section 1-05 of 
the Indenture and is accompanied by the instruments required by paragraph C of 1.05 of the 
Indenture; and 

7. 
Indenture, 

Net Earnings Certificate, pursuant to Section 4.03{c), 4.08, 1-05 and 1-06 of the 

It is my opinion that the issuance of the New Series Bonds, the authentication and delivery of 
which is applied for, wilt not cause the limit of indebtedness, if any, of the Company permitted by 
law, to be exceeded and has been authorized by the Company and has been authorized, 
approved and consented tu by the FPSC as evidenced by its Order referred to above, which is 
the  only governmental body or authority, the authorization, approval, or consent of which is 
requisite to the fegal issuance of the New Series Bonds. 

to the Trustee and issued by the  Company, the New Series Bonds wilt be valid and binding 
obligations and will be secured by the lien of the Indenture, and that all taxes payable, if any, in 
respect of the authentication, delivery and issuance of the New Series Bonds have been paid or 
provision made therefor. 

1 have read Sections 1.Q5, ’l.06, 201, 3.01, 4.03, 4.07,4,08, 10.01 and 17.01 of the Indenture 
and the conditions precedent contained therein (including any covenants, compliance with 
which constitutes a condition precedent) which relates to (a) the Trustees’ execution and 
delivery of the Forty-Fifth Supplemental Indenture, and (b) the  creation, issuance, authentication 
and delivery of the New Series Bonds (collectively, the “Conditions and Covenants”). 

opinions herein are based, I have examined and am familiar with the applicable Statutes of the 
State of Florida and of the  United States of America and the Articles of Incorporation, as 
amended, of the Company. I have also relied upon my own personal familiarity with the 
Company’s affairs, except that, insofar as tbe statements or opinions herein contained relate to 
factual matters, information with respect to which is in the possession of the Company, such 
statements or opinions are based upon representations by various officers of the Company. 

express an informed opinion as to whether or not such Conditions and Covenants have been 
complied with. 

It is further my opinion that, when executed by t he  Company, and authenticated and delivered 

With respect to the nature and scope of the examination or investigation upon which the 

In my opinion, I have made such examination or investigation as is necessary to enable me to 

In my opinion, such Conditions and Covenants have been complied with. 

[Remainder of Page fnfentional/y Left Blank] 



This opinion may be relied upon by you in connection with the Company’s Application for 
Authentication of First Mortgage Bonds, but may not be used, circulated, quoted or otherwise 
relied upon by any other person or for any other purpose without my prior written consent. 

Respectfully submitted, 

R. Alexander Glenn 
Deputy General Counsel 

{Signature Page of Opinion per 4.07(e) of Indenfurel 



HUNTON & WILLIAMS LLP 
POST OFFICE BOX IO9 
RALEIGH. NORTH CAROLINA 27602 

TEt 9t9*899+3000 
FAX 919 833 a6352 

May 16,2005 

Barclays Capital h c .  
Wachovia Capital Markets, LLC 
Banc of America Securities LLC 
Greenwich Capital Markets, h c .  
Calyon Securities (USA) Inc. 
Goldman, Sachs & (20. 

c/o Barcfays Capital Inc. 
200 Park Avenue 
New York, New York 10166 
Attention: General Counsel 
Attention: US Transaction Management 

Wachovia Capital Makets, LLC 
One Wachovia Center 
301 South College Street 
Charlotte, North Carolina 28288-0602 
Attention: James T. Williams, Jr. 

and 

(As Representative of the Underwriters) 

$300,000,000 
Fiorida Power Corporation 

d h l a  Progress Energy Florida, Inc. 

First Mortgage Bonds 
4.50% Series due 2010 

Dear Ladies and Gentlemen: 
We have acted as counsel to Florida Power Corporation d/b/a Progress Energy Florida, 

Inc. (the “Company”) in connection with the issuance of $300,000,000 aggregate principal 
amount of the Company’s First Mortgage Bonds, 4.50% Series due 2010 (the “Securities”), to be 
issued under the Company’s Indenture dated as of January 1, 1944 (the “Indenture”), between 
the Company and JPMorgan Chase Bank, N.A., as successor trustee (the “Trustee”) (as 
supplemented by forty-five indentures supplemental thereto, including, among others, the 
Twenty-Ninth Supplemental Indenture dated as of September 1 ,  1982 (the “Twenty-Ninth 
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Supplemental Indenture”), the Thirty-Ninth Supplemental Indenture dated as of July 1, 2001 (the 
“Thirty-Ninth SuppIemental Indenture”), the Fortieth Supplemental Indenture dated July 1 ,  2002 
(the “Fortieth Supplemental Indenture”), the Forty-First Supplemental Indenture dated February 
1, 2003 (the “Forty-First Supplemental Indenture”), the Forty-Second Supplemental Indenture 
dated April 1, 2003 (the “Forty-Second Supplemental Indenture”), the Forty-Third Supplemental 
Indenture dated November 1,2of)3 (the “Forty-Third Supplemental Indenture”), the Forty-Fourth 
Supplemental Indenture dated August 1 2004 (the “Forty-Fourth; Supplemental Indenture”) and 
the Forty-Fifth Supplemental Indenture dated May 1, 2005 (the “Forty-Fifth Supplemental 
Indenture”)). For purposes of this opinion, we refer to the Indenture, the Twenty-Ninth 
Supplemental Indenture, the Thirty-Ninth Supplemental Indenture, the Fortieth Supplemental 
In denture , the Fori y -Fi rs t Supplemental Indenture, the Forty- S econd Supple men tal lnden t u re , the 
Forty-Third Supplemental Indenture, the Forty-Fourth Supplemental Indenture and the Forty- 
Fifth Supplemental Indenture collectively, the “Mortgage”. 

This opinion is furnished to you at the Company’s request as required by Section 9(c> of 
the Underwriting Agreement (the “Underwriting Agreement”), dated ~9 of May 1 I ,  2005, by and 
among the Company and Barclays Capital Inc. and Wachovia Capital Markets, LLC, each as an 
Underwriter and Representative of the Underwriters described in Schedule I1 of the Underwriting 
Agreement, pursuant tu which the Securities are being sold today. Capitabed terms used and not 
defined herein shdft have the meanings assigned to them in  the Underwriting Agreement. 

In connection with the foregoing, we have examined the following: 

a. The Company’s registration statement on Form S-3 (No. 333-103974) (the 
“Registration Statement”) fied under the Securities Act of 1933, as amended (the “Securities 
Act”), and the Prospectus dated April 4, 2003 (the “Base Prclspectus”) as supplemented by the 
Prospectus Supplement dated May 1 1 ,  2005, fded pursuant to Rule 424(b) of the Securities Act 
(the “Prospectus”), pursuant to which the Securities were offered; 

b. The Mortgage; 

c. The form ofthe Securities; and 

d. The Underwriting Agreement. 

For purposes of the opinions expressed below, we have assumed (i) the authenticity of all 
documents submitted to us as originals, (ii) the conformity to the originals of all documents 
submitted as certified or photostatic copies and the authenticity of the originals, (iii) the legal 
capacity of natura3 persons and (iv} the due authorization, execution and delivery of all 
documents by all parties and the validity and binding effect thereof (other than the authorization, 
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execution and delivery of documents by the Company and the validity and binding effect thereof 
upon the Company). 

As to factual matters, we have relied upon the representations included in the 
Underwriting Agreement, upon certificates of officers of the Company, and upon certificates of 
public officials. Whenever the phrases “to our knowledge” or “to our attention” ;.ire used herein. 
they refer to the actual knowledge or attention of the attorneys of this firm involved in the 
representation of lhe Company in this transaction without independent investigation. 

We call. your attention to the fact that neither the Mortgage nor the form of the Securities 
contains a provision specifying the law by which it is to be governed. For purposes of the 
opinions expressed in paragraphs 2 and 4 of Part € below, we have assumed that the Mortgage 
and the Securities will be governed by the laws of the State of Florida, 

We do not puqort to express an opinion on any laws other than those of the State of 
Fiorida and the United States of America. We consent to the reliance on this opinion letter by 
you, by the other Underwriters, by the Trustee, and, with respect to matters of FIorida law, by R. 
Alexander Glenn, Deputy General Counsel - Florida of Progress Energy Service Company, LLC, 
in his capacity as counsel to the Company, and by Dewey Ballantine LLP for the sole purpose of 
rendering their opinion pursuant to Section 9(c) of thc Underwriting Agreement. Except as 
provided in the preceding sentence, no one but the addressees (both for themselves and as the 
Representative) is entitled to rely this opinion without our prior written consent. 

I. 
Based upon the foregoing and such other information and documents a5 we have 

considered necessary for the purposes hereof, we are of the opinion that: 

1. The Mortgage has been duly and validly authorized by all necessary corporate 
action, and the Forty-Fifth Supplemental Indenture ha? been duly and validly executed and 
delivered by the Company. 

2. The Mortgage constitutes a valid and binding mortgage of the Company 
enforceable in accordance with its terms, except as limited by bankruptcy, insolvency or other 
laws affecting mortgagees’ and other creditors’ rights and general equitable principles and any 
implied covenant of good faith and fair dealing; provided, however, that certain remedies, 
waivers and other provisions of the Mortgage may not be enforceable, but such unenforceability 
will nut render the Mortgage invalid as a whole ur affect the judicial enforcement of (i) the 
obligation of the Company to repay the principal, together with the interest thereon as provided 
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in the Securities or (ii) the right of the Trustee to exercise its right to foreclose under the 
Mortgage. 

3. The Mortgage has been duly qualified under the 1939 Act. 

4. Assuming authentication of the Securities by the Trustee in accordance with the 
Mortgage and delivery of the Securities to and payment for the Securities by the Underwriters. as 
provided in the Underwriting Agreement, the Securities have been duly and validly authorized. 
executed and delivered and are legal, valid and binding obligations of the Company enforceable 
in accordance with their terms, except as limited by bankruptcy, insolvency or other laws 
affecting mortgagees’ and other creditors’ rights and general equitable principles and any 
implied covenant of good faith and fair dealings, and are entitled to the benefits of the security 
afforded by the Mortgage, and are secured equally and ratably with all other bonds outstanding 
under the Mortgage except insofar as any sinking or other fund may afford additional security for 
the bonds of any particular series. 

5. The statements made in the Base Prospecfus under the caption “Description of 
First Mortgage Bonds” and in the Prospectus under the captions “Certain Terms of the Bonds’’ 
and “Description of First Mortgage Bonds,” insofar as they purport to constitute summaries of 
the documents referred to therein, are correct in all material respects. 

6. The Underwriting Agreement has been duly and validly authorized, executed and 
delivered by the Company, 

We express no opinion as to the enfurceability of any disclaimers or indemnities (in so 
far as they may purport to indemnify a party for its own negligent acts or may be contrary to 
public policy of the State of Florida) or the enforceability of  any waiver provisions. 

We have participated in various conferences with the officers of the Company. In some 
conferences you and your counsel also participated. At those conferences, the contents of the 
Registration Statement and the Prospectus were discussed. Since the dates of those conferences, 
we have inquired of certain officers whether there has been any material change in the affairs of 
the Company. 

Because of the inherent limitations in the independent verification of factual matters, and 
the character of determinations involved in the preparation of registration statements under the 
Securities Act, we are not passing upon, and do not assume any responsibility for, and make no 
representat ion that we have independently verified, the accuracy, completeness or Fairness of the 
statements contained in the Registration Statement or the Prospectus, except as specifically set 
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forth in paragraph 5 of Part I of our opinion above. Also, we do not express any opinion or belief 
as to the financial statements or other fmancial or statistical information contained, incorporated 
or deemed to be incorporated by reference in the Registration Statement and the Prospectus, and 
that part of the Registration Slatement that constitutes the Statement of Eligibility on Form T- 1. 
However, subject to the foregoing, on the basis of our participation in the conferences referred to 
above and our examination of the documents referred to herein, we advise you that, in our 
opinion, the Registration Statement, at the time and date it was declared effective by the 
Commission, and the Prospectus, as of its date, complied its to fom in all malerial respects with 
the requirements of the Securities Act and the 1939 Act and the applicable instructions, rules and 
regulations of the Commission thereunder; the documents or portions thereof filed with the 
Commission pursuant to rhe Exchange Act and deemed to be incorporated by reference in the 
Registration Statement and the Prospectus pursuant to Item 12 of Form S-3, at the time they were 
filed with the Commission, complied as to form in all material respects with the requirements of 
the Exchange Act and the applicable instructions, rules and regulations of the Commission 
thereunder; the Registration Statement has become effective under the Securities Act and, 10 our 
knowledge, no stop order suspending the effectiveness of the Registration Statement has been 
issued and not withdrawn, and no proceedings for a stop order with respect thereto are threatened 
or pending under Section 8 of the Securities Act. Further, nothing has come to our attention that 
leads us to believe that the Registration Statement, as of the date of the filing of the Company’s 
Form 10-K for the fiscal year ended December 31, 2004 with the Commission, contained an 
untrue statement of a material fact or omitted to state a m a t e d  fact required to be stated therein 
or necessary to make the statements therein not misleading; and nothing has come to our 
attention that would lead us to believe that the Prospectus, as of its date and, as amended or 
supplemented, at the Closing Date, included or includes an untrue statement of a material fact or 
omitted or omits to state a material fact necessary in order to make the statements therein, in the 
light of the circumstances under which they were made, not misleading. 

Very truly yuurs, 



Writer’s Direct Dial No. 727-820-5587 

R. ALEXANDER GLENN 
Deputy General Counsel - Florida 

May 16,2005 

Barclays Capital Inc. 
Wachovia Capital Markets, LLC 
Banc of America Securities LLC 
Greenwich Capital Markets, Inc. 
Calyoa Securities (USA) Inc. 
Goldman, Sachs & CO.  

c/o Barclays Capital Tnc. 
200 Park Avenue 
New York, New York 10166 
Attention: General Counsel 
Attention: US Transaction Management 

and 

Wachovia Capital Markets, LLC 
One Wachovia Center 
301 South College Street 
Charlotte, North Carolina 28288-0602 
Attention: James T. Williams, Jr. 

(As Representative of the Underwriters) 

$300,000,000 
Florid a P ower Corporation 

d/b/a Progress Energy Florida, Inc. 
First Mortgage Bunds 
4.50% Series due 2010 

Ladies and Gentlemen: 

As Deputy General Counsel - Florida for Progress Energy Service Company, LLC and in 
my capacity as counsel to Florida Power Corporation d/b/a Progress Energy Florida, tnc. (the 
“Company”), I am familiar with t h e  terms and provisions of the Underwriting Agreement dated 

Progress Energy Service C ~ m p c n y .  LLC 
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May 1 -l, 2005 (the “Underwriting Agreement”) by and between the Company and Barclays 
Capital Inc. and Wachovia Capital Markets, LLC, each as an Undetwriter and Representative of 
the  several Underwriters described in Schedule I1 of the Underwriting Agreement, providing for 
the purchase by the  Underwriters of $300,000,000 aggregate principal amount of the 
Company’s First Mortgage Bonds, 4.50% Series due 201 0 (the “Securities”), to be issued under 
the Company’s Indenture dated as of January 1, 1944 (the ”Indenture”) between the Company 
and JPMurgan Chase Bank, MA.,  as successor trustee (the ”Trustee”) (as amended and 
supplemented by the forty-five indentures suppfemental thereto, including the Forty-Fifth 
S up plem en t a I I ndent u re the “Mo rtg ag e”) - 

This opinion is furnished to you at the Company’s request as required by Section 9(d) of 
the Underwriting Agreement. Capitalized terms used and nut defined herein shall have the 
meanings assigned to them in the Underwriting Agreement. 

In connection with the foregoing, I have examined the  fotlowing: 

a. The Company’s registration statement on Form S-3 (No- 333-1 03974) (the 
“Registration Statement”) filed under the Securities Act of 1933, as amended 
(the “Securities Act”), and the Prospectus dated April 4, 2003 as supplemented 
by the Prospectus Supplement dated May 11, 2005, filed pursuant to Rule 
424(b) of the Securities Act (the “Prospectus”), pursuant: to which the  Securities 
were offered; 

b. The Mortgage; 

C,  The form of the Securities; and 

d. The Underwriting Agreement. 

I call your attention to the fact that neither the Mortgage nor the form of the Securities 
contains a provision specifying the law by which it is to be governed. For purposes of the 
opinions expressed in paragraphs 1 and 2 below, I have assumed that the Mortgage and t h e  
Securities will be guvemed by the laws of the State of Fforida. The opinions expressed in 
paragraph 4 below as to incorporation, existence and active status, as the case may be, of the 
Company are based solely on certificates of legal existence and/or standing issued by the 
Secretary of State or other appropriate officials of the Sta te  of Florida, and my opinion with 
respect to such matters are rendered as of the respective dates of such certificates and limited 
accordingly. 

As to factual matters, t have relied upon certificates of public officials. I have 
participated in or reviewed all corporate proceedings with respect to the issuance and sale of 
the Securities. Whenever the phrases “to the best of my knowledge” or “to my attention” are 
used herein, they refer to the actual knowledge or attention of me or attorneys employed by t h e  
Company and working under my direct supervision. 



Based on the foregoing, my familiarity with the  properties and affairs of the Company 
generally, and such other information and documents as I have considered necessary for the 
purposes hereof, I am of the opinion that: 

1- The Mortgage has been duly and validly authorized by alI necessary corporate 
action, has been duly and validly executed and delivered by the Company, and is a valid and 
binding mortgage of the Company enforceable in accordance with its terms, except as limited by 
bankruptcy, insolvency or other laws affecting mortgagees’ and other creditors’ rights and 
general equitable principles and any implied covenant of good faith and fair dealing; provided, 
however, that certain remedies, waivers and other provisions of the Mortgage may not be 
enforceable, but such unenforceabitity wit1 not render the Mortgage invalid as a whole or affect 
the judicial enforcement of (i) the obligation of the Company to repay the principal, together with 
the interest thereon as provided in the Securities or (ii) the right of t he  Trustee to exercise its 
right to foredose under the Mortgage. 

2. Assuming authentication of the Securities by the Trustee in accordance with the 
Mortgage and delivery of the Securities to and payment for the Securities by the Underwriters, 
as provided in the Underwriting Agreement, the Securities have been duly and validly 
authorized, executed and delivered and are legal, valid and binding obligations of the Company 
enforceable in accordance with their terms, except as limited by bankruptcy, insolvency or other 
taws affecting mortgagees’ and other creditors’ rigbts and general equitable principles and any 
implied covenant of good faith and fair dealings, are entitled to the benefits of the security 
afforded by the Mortgage, and are secured equaHy and ratably with all other bonds outstanding 
under the  Mortgage except insofar as any sinking or other fund may afford additional security far 
the bonds of any particular series. 

3. The Underwriting Agreement has been duly and validly authorized, executed and 
delivered by the Company. 

__ _. - - - - - __ - - __ __ - - I I _ - _ _ _ - -  - 
4. The Company has bee6 incorporated, is validly existing as a corporation and %s -- 

status is active under the laws of the State of Florida. 

5. The Company is duly authorized by its Charter to conduct the business that it is 
now conducting as set forth in the Prospectus. 

6. The Company is an electrical utility engaged in the business of generating, 
transmitting, distributing and selling electric power to the general public in the State of Florida. 

7. The Company has valid and subsisting franchises, licenses and permits 
adequate for the conduct of its business, except where t he  failure to hold such franchises, 
licenses and permits would nut have a material adverse effect on the business, properties, 
results of operations or financial condition of the Company* 



8. The Company has good and marketable title, with minor exceptions, restrictions 
and reservations in conveyances, and defects that are of the nature ordinarily found in 
properties of similar character and magnitude and that, in my opinion, will not in any substantial 
way impair the security afforded by the Mortgage, to all the properties described in the granting 
clauses of the Mortgage and upon which the Mortgage purports to create a lien. The 
description in the Mortgage of the above-mentioned properties is legally sufficient to constitute 
the Mortgage a lien upon said properties, including without limitation properties hereafter 
acquired by the Company (other than those expressly excepted and resewed therefrom). Said 
properties constitute substantialty all the permanent physical properties and franchises (other 
than those expressly excepted and reserved from the lien of the Mortgage) of the Company and 
are heId by the Company free and clear of all liens and encumbrances except the lien of the 
Mortgage and excepted encumbrances, as defined in the Mortgage. The properties of the 
Company are subject to liens for current taxes, which it is the practice of the Company to pay 
regularly as and when due. The Company has easements for rights-of-way adequate for the 
operations and maintenance of its transmission and distribution iines that are not constructed 
upon public highways. The Company has folfowed t he  practice generally of acquiring (i) certain 
rights-of-way and easements and certain small parcels of fee property appurtenant thereto and 
for use in conjunction therewith and (ii) certain other properties of small or inconsequential 
vatue, without an examination of title and, as to the title to lands affected by said rights-of-way 
and easements, of not examining the title of the lessor or grantor whenever the lands affected 
by such rights-of-way and easements are not of such substantial vatue as in the opiniun of the 
Company to justify the  expense attendant upon examination of titles in connection therewith. In 
my opinion, such practice of the Company is consistent with sound economic practice and with 
the method followed by other companies engaged in the same business and is reasonably 
adequate to assure the Company of good and marketable title to all such property acquired by 
it. It is my opinion that any such conditions or defects as may be covered by the above recited 
exceptions are not substantial and would not materially interfere with the Company’s use of 
such properties or with its business operations. The Company has the right of eminent domain 
in the Sate of Florida under which it may, if necessary, perfect or obtain title to privately owned 
land or acquire easements or rights-of-way required for use or used by the Company in its 
public utility operations. 

9. The Mortgage has been recorded and filed in such manner and in such places as 
may be required by taw in order fulty to preserve and protect, in all material respects, the 
security of the bondholders and all rights of the Trustee thereunder; and the Forty-Fifth 
Supplemental Indenture relating to the Securities is in proper form far filing for record both as a 
real estate mortgage and as a security interest in all counties in the State of Florida in which any 
of the property (except as any therein or in the Mortgage are expressly excepted) described 
therein or in the Mortgage as subject to the lien of the Mortgage is located and, upon such 
recording, the Forty-Fifth Supplementaf Indenture will constitute adequate record notice to 
perfect the lien of the Mortgage, and preseme and protect, in all material respects, the security 
of the bondholders and all rights of the Trustee, as to aff mortgaged and pledged property 
acquired by the Company subsequent to the recording of the Forty-Fourth Supplemental 
Indenture and prior to the recording of the Forty- Fifth Supplemental Indenture. 



I O .  The Mortgage constitutes a valid, direct and first mortgage lien of record upon all 
franchises and properties now owned by the Company (other than those expressly excepted 
from the lien of the Mortgage and other than those franchises and properties which are not, 
individually or in the aggregate, material to the Company or the security afforded by the 
Mortgage) situated in the State of Florida, as described or referred to in the granting ciauses of 
the Mortgage, subject to the exceptions as to bankruptcy, insolvency and other laws stated in 
paragraph I above. 

11. The issuance and safe of the Securities have been duly authorized by all 
necessary corporate action on the part of the Company. 

12. An order has been entered by the Florida Public Service Commission authorizing 
the  issuance and sale of the Securities, and to the best of my knowledge, said order is still in 
force and effect; and no further filing with, approval, authorization, consent or other order of any 
public board or body (except such as have been obtained under the Securities Act and as may 
be required under the state securities or Blue Sky laws of any jurisdiction) is legally required for 
t h e  consummation of the transactions contemplated in the Underwriting Agreement. 

13. Except as described in or contemplated by the Prospectus, there are no pending 
actions, suits or proceedings (regulatory or otherwise) against the Company or any of its 
properties that are likely, in the aggregate, to result in any material adverse change in the 
business, properties, results of operations or financial condition of the Company or that are 
likely, in the aggregate, to materially and adversely affect the Mortgage, the Securities or the 
consummation of the Underwriting Agreement, or the transactions contemplated therein. 

'I 4. The consummation of the transactions contemptated by the Underwriting 
Agreement and the fulfiilment of the terms of the Underwriting Agreement will not (i) result in a 
breach of any of the terms or provisions of, or constitute 8 default under, the Charter or the 
Company's by-laws or (ii) result in a material breach of any terms or provisions of, or constitute a 
default under, any applicable law, indenture, mortgage, deed of trust or other agreement or 
instrument to which the Company is now a party or any judgment, order, writ or decree of any 
government or governmental authority or agency or court having jurisdiction over the Company 
or any of its assets, properties or operations that, in the case of any such breach or default, 
would have a material adverse effect on the business, properties, results of operations or 
financiaf condition of the Company, 

I express no opinion as to the enforceability of any disclaimers or indemnities (in so far 
as they may purport to indemnify a party for its own negligent acts or may be contrary to public 
policy of the State of Florida) or the enforceabitity of any waiver provisions. 

I have examined the contents of the Registration Statement and the Prospectus, and have 
inquired of certain officers whether there has been any material change in the affairs of the 
Company. 



Because of the inherent limitations in the independent verification of factual matters, and 
the character of determinations involved in the preparation of registration statements under the 
Securities Act, I am not passing upon, and do not assume any responsibility far, and make no 
representation that I have independently verified, the accuracy, completeness or fairness of the 
statements contained in the Registration Statement or the Prospectus. Also, I do not express 
any opinion or belief as to the financial statements or other financial or statistical information 
contained, incorporated or deemed to be incorporated by reference in the Registration 
Statement and the Prospectus, and that part of the Registration Statement that constitutes the 
Statement of Eiigibility on Form T-’I. However, subject to the foregoing, on the  basis of my 
examination of the documents referred to herein, nothing has come to my attention that would lead 
me tu believe that the Registration Statement, at the time and date it was declared effective by 
the Commission, contained an untrue statement of a material fact or omitted to state a material 
fact required to be stated therein or necessary to make the statements therein not misleading: 
and nothing has come to my attention that would lead me ‘to believe that the Prospectus, as of 
its date and, as amended or supplemented, at the Closing Dale, included or includes an untrue 
statement of a material fact or omitted or omits to state a material fact necessary in order to 
make the statements therein, in the light of the circumstances under which they were made, not 
misteading . 

This opinion may be relied on by you, by any other Underwriters identified in the 
Underwriting Agreement, by Hunton 8, Williams LLP, and by Dewey Ballantine LLP, as counsel 
for the Underwriters. 

Respectfully submitted, 

Deputy General Counsel - Florida 

(Signature Page of the Opinion per Section 9[d) of the Underwriting Agreement] 



December 13,2005 

J .P I Morgan Trust Company, National Association, 
as Trustee under the Indenture 
referred to below 
227 West Monroe Street, Suite 2600 
Chicago, Illinois 60606 

Opinion of Counsel 

Series A Floating Rate Senior Notes due 2008 
(Under Section 303, and 102 of the 

Indenture (Far Debt Securities), dated as o f  December 7,2005 
between Florida Power Corporation d/b/a 

Progress Energy Florida, h c .  
and J.P. Morgan Trust Company, 
National Association, as Trustee) 

Ladies and Gentlemen: 

We have examined the accompanying Company Order dated December 13, 2005 
(“Company Order”), requesting the authentication and delivery of $450,000,000 aggregate 
principal m o u n t  of Series A Floating Rate Senior Notes, due 2008 (the “Senior Notes”) of 
Florida Power Corporation d/b/a Progress Energy Florida, Inc. (the ‘Yhmpmy”) and the 
documents referred tu therein, delivered pursuant to the provisions of the Company’s Indenture 
(For Debt Securities) dated as dDecember 7, 2005 (the “Indenture”) to you as Trustee, 

We are ofthe opinion that: 

1 .  The form of the Senior Notes has been duly authorized by the Company and has 
been established in conformity with the provisiuns of the Indenture. 

2. The terms of the Senior Notes have been duly authorized by the Company and 
have been established in conformity with the provisions of the Indenture. 

3, Assuming authentication by the Trustee (as defined in the indenture) in 
accordance with the Indenture, and assuming delivery to and payment for the 
Senior Nates by the purchasers thereof, the Senior Notes will have been duly 
issued under the Indenture and will be legal, valid and binding obligations of the 
Company, enforceable in accordance with their terms, subject, as tu enforcement, 
to laws relating to or affecting generally the enforcement of creditors’ rights, 
including, without limitation, bankruptcy and insolvency laws and to general 

. . .  . .. . .. . , . .. . .. 
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principals of equity (regardless of whether such enforceability is considered in a 
proceeding in equity OT at law). 

Insofar as this opinion relates to factual matters, infomation with respect to which is in 
the possession of the Company, it is based upon the certificates of officers of the Company, to 
the extent pemitted by Section 103 ofthe Indenture. 

We have read, as required by the provisions of Section 102 of the Indenture, the 
covenants and conditions contained in the Indenture, and the defmitions in the Indenture relating 
thereto, with respect to compliance with which this Opinion is made. 

We have made or caused to be made an examination or investigation of the records and 
papers of the Company applicable to the opinions expressed herein. 

In our opinion we have made such examination or investigation as is necessary to enable 
us to express an informed opinion as to whether ox not such covenants and conditions have been 
complied with. 

In our opiniun such conditions and covenants, and all conditions precedent provided for 
in the Indenture (including my covenants compliance with which constitutes a condition 
precedent) to the action requested by the Company to be taken by the Trustee in the Company 
Order, bave been complied with. 

We do not purport to express an opinion on any laws other than those of the States of 
Florida and New York and the United States of America. With respect to matters of Florida law 
we have relied on the Opinion of R. Alexander Glenn, Deputy General Counsel .. Florida for 
Progress Energy Service Company, LLC and acting as counsel to Florida. Power Corporation 
d/b/a Progress Energy Florida, Inc., a copy of which has been provided to you. 

Very truly yours, 



HUNTON & WILLIAMS LW 
BANK OF AMERICA PLAZA 
10 1 SOUTH TRYON STREET, SUITE 3500 
C).IARLOITE. NORTH CAROLINA 28280 

TEL 
FAX 

704 378 4700 
704 378 * 4890 

December 13,2005 

BmcIays Capital Inc. 
k h a n  Brothers Inc. 
BNP Paribas Securities COT. 
Calyon Securities (USA) Inc. 
SunTmst Capital Markets, hc.  
UBS Securities LLC 
Derrtsche Bank Securities Inc. 
MeHun Financial Markets, LLC 

c/o Bardays Capital h c .  
200 Park Avenue 
New York, New York 10166 

Lehman Brothers Inc. 
745 Seventh Avenue 
New York City, NY 10019 

and 

(As Representatives of the Underwriters) 

$450,000,000 
Florida Power Corporation 

d/b/a Progress Energy Florida, hc.  
Series A Floating Senior Rate Notes 

due 2008 

Dear Ladies and Gentlemen: 

We have acted as counsel to Florida Power Corporation d/b/a Progress Energy Florida, 
hc. (the “Company”) in connection with the issuance of $450,000,000 aggregate principal 
amount of the Company’s Series A Floating Rate Senior Notes due 2008 (the “‘Senior Notes”), to 
be issued under the Company’s Lndenture (For Debt Securities) dated as of December 7 ,  2005 
(the “Indenture”), between the Company and J.P. Morgan Trust Company, National Association, 
as trustee (the “Trustee”). 

This opinion i s  furnished to you at the Company’s request as required by Secdon 9(c) of 
the Underwriting Agreement (the “Underwriting Agreement”), dated December 7, 2005, by and 
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among the Company and Barclays Capital hc .  and L R h ”  Brothers Tnc., each as an 
Underwriter and Representative of the Underwriters described in Section 1 of the Underwxitiog 
Agreement, pursuant tu which the Senior Notes are being sold today. Capitalized terms used and 
not defined herein shall have the meanings assigned to them in the Underwriting Agreement. 

In connection with the foregoing, we have examined the following: 

a. The Company’s registration statement on Form S-3 (No. 333403974} (the 
“Registration Statement”) filed under the Securities Act of 1933, as amended (the “Securities 
Act”), and the Prospectus dated April 4, 2003, as supplemented by the Preliminary Prospectus 
Supplement dated December 7, 2005, filed pursuant to Rule 424(b) of the Securities Act (the 
“Preliminary Prospectus”), and the Prospectus Supplement dated December 7, 2005, filed 
pursuant to Rule 424@) of the Securities Act (the “Prospectus”), pursuant to which the Senior 
Notes were offered; 

b. The pricing term sheet dated December 7,2005, filed pursuant to Rule 433(d) of 
the Securities Act (the “Permitted Free Writing Prospectus”, and together with the Preliminary 
Prospectus , the *‘Pricing Disclosure Pack age’ ’) , 

C. The Indenture; 

d. The form. of the Senior Notes; and 

e. The Underwriting Agreement. 

For purposes of the opinions expressed below, we have assumed (i) the authenticity of all 
documents submitted to us as originals, (ii) the conformity to the originals of all documents 
submitted as certified or photostatic cupies and the authenticity uf the originals, (iii} the legal 
capacity of natural persons and (iv) the due authorization, execution and delivery of all 
ducuments by all parties and the validity and binding effect thereof (other than the authorization, 
execution and delivery of documents by the Company and the validity and binding effect thereof 
upon the Company). 

As to factual matters, we have relied upon the representations included in the 
Underwriting Agreement, upon certificates of officers of the Company, and upon certificates of  
public officials. Whenever the phrases “to our knowledge’’ or “to our attention” are used herein, 
they refer to the actual knowledge or attention of the attorneys of this firm involved in the 
representation of the Company in this transaction withuut independent investigation. 
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We do not purport to express an opinion on any laws other than those of the States of 
Florida and New York and the United States of America. We consent to the reliance un this 
opinion letter by you, by the other Underwriters, by the Trustee, and, with respect to matters of 
Florida law, by R. Alexander Glenn, Deputy General Counsel - Florida of Progress Energy 
Service Company, LLC, in his capacity as counsel to the Company, arid by Dewey Ballantine 
LLP for the sole purpose of rendering their opinion pursuant to Section 9(c) of the Underwriting 
Agreement. Except as provided in the preceding sentence, no one but the addressees (both for 
themselves and as the Representatives) is entitled to rely on this opinion without our prior 
written consent. 

Based upon the foregoing and such other information and documents as we have 
considered necessary for the purposes hereof, we we of the opinion that: 

1. The Indenture has been duly and validly authorized by all necessary corporate 
action, has been duly and validly executed and defivered by the Company, and is a valid and 
binding obligation of the Company enforceable in accordance with its terms, except as limited by 
bankruptcy, insolvency or other laws affecting creditors’ rights and general equitable principles 
and my implied covenant of good faith and fair dealings. 

2. The Indenture has been duly qualified under the 1939 Act. 

3. Assuming authentication of the Senior Notes by the Trustee in accordance with 
the Indenture and delivery of the Senior Notes to and payment for the Senior Notes by the 
Underwriters, as provided in the Underwriting Agreement? the Senior Notes have been duly and 
validly authorized, executed and delivered and are legal, d i d  and binding obligations o f  the 
Company enforceable in accordance with their terms, except as limited by bankruptcy, 
insolvency or other laws affecting creditors’ rights and general equitable principles and any 
implied covenant o f  good faith and fair dealings, and are entitled to the benefits of the Indenture. 

4. The statements made in the Prospectus under the caption “Description of Debt 
Securities” and in the Prospectus Supplement under the caption “Description of Senior Notes,” 
insofar as they purport to constitute summaries of the documents referred to therein, are correct 
in all material respects. 

5 .  The Underwriting Agreement has been duly and validly authorized, executed and 
delivered by the Company. 
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We express no opinion as to the enforceability of any disclaimers or indemnities (in SQ 

far as they may purport to indemify a party for its own negligent acts or may be contrary to 
public policy of the State of Florida) or the enforceability of any waiver provisions. 

We have participated in various conferences with the officers of the Company. In some 
conferences you and your counsel also participated. AX those conferences, the contents of the 
Registration Statement, the Preliminary Prospectus, the Permitted Free Writing Prospectus and 
the Prospectus were discussed. Since the dates of thuse conferences, we have inquired of certain 
officers whether there has been any material change in the affairs of the Company. 

Because of the inherent limitations in the independent verification of factual matters, and 
the character of determinations involved in the preparation of registration statements under the 
Securities Act, we are not passing upon, and do not assume any responsibility for, and make no 
representation that we have independently verified, the accuracy, completeness or fairness of the 
statements contained in the Registration Statement, the Preliminary Prospectus, the Permitted 
Free Writing Prospectus or the Prospectus, except as specifically set forth in paragraph 4 of Part 
X of our opinion above. Also, we do not express any opinion or belief as to the financial 
statements or other fmancid or statistical information contained, incorporated or deemed to be 
incorporated by reference in the Registration Statement, the Preliminary Prospectus, the 
Permitted Free Writing Prospectus or the Prospectus, and that part of the Registration Statement 
that constitutes the Statement of Eligibility on Form T-1. However, subject to the foregoing, on 
the basis of our participation in the conferences referred to above and our examination of the 
documents referred to herein, we advise you that, in our opinion, the Registration Statement, at 
the time and date it was declared effective by the Commission, and the Preliminary Prospectus, 
the Permitted Free Writing Prospectus and the Prospectus, as of their respective dates, complied 
as to form in all material respects with the requirements of the Securities Act and the 1939 Act 
and the applicable instructions, rules and regulations of the Commission thereunder; the 
documents or portions thereof filed with the Commission pursuant to the Exchange Act and 
deemed to be incorporated by reference in the Registration Statement, the Preliminary 
Prospectus and the Rrospectus pursuant to Item 12 of Form S-3, at the time they were filed with 
the Commlssion, complied as to form in all material. respects with the requirements of the 
Exchange Act and the applicable instructions, rules and regulations of the Commission 
thereunder; the Registration Statement has become effective under the Securities Act and, to our 
knowledge, DO stop order suspending the effectiveness of the Registration Statement has been 
issued and not withdrawn, and, to our knowledge, no proceedings for a stop order with respect 
thereto are threatened or pending under Section 8 of the Securities Act. Further, nothing has 
come to our attention that leads us to believe that the Registration Statement, at the time and date 
it was declared effective by the Commission, contained an untrue statement o€ a material fact or 
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omitted to state a material fact required to be stated therein or necessary to make the statements 
therein not misleading; and nothing has come to OW attention that leads us to believe that (x) the 
Pricing Disclosure Package, as of the Applicable Time, included an untrue statement of a 
material fact or omitted to state a material fact necessary in order to make the statements therein, 
in light of the circumstances under which they were made, not misleading or (y) the Prospecfxs, 
as of its date and, as amended or supplemented, at the Closing Date, incIuded or includes an 
untrue statement of a material fact or omitted or omits to state a material fact necessary in order 
to make the statements therein, in the light of the circumstances under which they were made, 
not misleading. 

Very truly yours, 



December 13,2005 

Barclays Capital Inc. 
L e h ”  Brothers lnc. 
BNP Paribas Securities Cop. 
Calyon Securities (USA) h c .  
SunTrust Capital Markets, Znc. 
UBS Securities LLC 
Deutsche Bank Securities Inc. 
Mellon Financial Markets, LLC 

c/o Barclays Capital hc .  
200 Park Avenue 
New York, New York 10166 

and 

Lehnim Brothers Inc. 
745 Seventh Avenue 
3Uth Floor 
New York City, NY 10019 

(A5 Representatives of the Underwriters) 

$45 0,000,000 
Florida Power Corporation 

d/b/a Progress Energy Florida, Inc. 
Series A Floating Rate Senior Notes 

due 2008 

Ladies and Gentlemen: 

As Deputy General Counsel - Florida of Progress Energy Service Company, LLC, and in 
my capacity as counsel to Florida Power Corporatian d/b/a Progress Energy Florida, Inc. (the 
“Company”), 1 am familiar with the terms and provisions of the Underwriting Agreement dated 
December 7, 2005 (the “Unded t ing  Agreement”) by and between the Company and Barclays 
Capital hc.  and Lehrnan Bwothers Inc., each as an Underwriter and Representative of the several 

Progress Energy Sawks Company, LLC 
F O  sox :55? 
Pa elgl;. FdC 



Underwriters described in Section 1 of the Underwriting Agreement, providing for the purchase 
by the Underwriters of $ 4 ~ 0 , ~ 0 0 , 0 ~ ~  aggregate principal mount of the Company’s Series A 
Floating Rate Senior Notes due 2008 (the “Senior Notes”), to be issued under the Company’s 
Indenture (For Debt Securities) dated as of December 7 ,  2005 (the “Indenture”) between the 
Campany and J.P. hhrgan Trust Company, National Association, as trustee (the “Trustee”). 

This opinion is fwnished to you at the Company’s request as required by Section 9(d) of 
the Underwriting Agreement. Capitalized terms used and not defined herein shall bave the 
meanings assigned to them in the Underwriting Agreement. 

In connection with the foregoing, 1 have examined the following: 

a. The Company’s registration statement on Fomi S-3 (No. 333-103974) (the 
“Registration Statement”) filed under the Securities Act of 1933, as amended (the 
“Securities Act”), and the Prospectus dated April 4, 2003, as supplemented by the 
Preliminary Prospectus Supplement dated December 7, 2005, filed pursuant to 
Rule 424(b) of the Securities Act (the “Preliminary Prospectus”), and the 
Prospectus Supplement dated December 7,2005, filed pursuant to Rule 424(b) of 
the Securities Act (the “Prospectus”), pursuant to which the Senior Notes were 
offered; 

b. The pricing term sheet dated December 7, 2005, filed pursuant to Rule 433(d) of 
the Securities Act (the “Permitted Free Writing Prospectus”, and together with 
the Preliminary Prospectus, the “Pricing Disclosure Package”); 

C. The Indenture; 

d. The form of the Senior Notes; and 

e. The Underwriting Agreement. 

The opinions expressed in paragraph 4 below as to incorporation, existence and active 
status, as the case may be, of the Company are based solely on certificates of Legal existence 
and/or standing issued by the Secretary of State or other appropriate officials of the State of 
Florida, and my opinion with respect to such matters are rendered as of the respective dates of 
such certificates and limited accordingly. 

As to factual matters, I have relied upon certificates of public officials. I have 
participated in or reviewed all corporate proceedings with respect to the issuance and sale o f  the 
Senior Notes. Whenever the phrases “to the best of my knowledge” or “to my attention” are 
used herein, they refer to the actual knowledge or attention of me or attomeys employed by the 
Company and working under my direct supervision. 

Based on the foregoing, my familiarity with the properties and affairs of the Company 
generally, and such other information and documents as I have considered necessary for the 
purposes hereof, I am o f  the opinion that: 



1. The Indenture has been duly and validly authorized by all necessary corporate 
action, has been duly and vafidXy executed and delivered by the Company, and is a valid and 
legally binding obligation of the Company enforceable in accordance with its terms, except as 
limited by bankruptcy, insolvency or other laws affecting crediturs’ rights and general equitable 
principles and any implied covenant of good €aith and fair dealings. 

2. Assuming authentication of the Senior Nates by the Trustee in accordance with 
the Indenture and delivery of the Senior Notes to and payment for the Senior Notes by the 
Underwriters, as provided in the Underwriting Agreement, the Senior Notes have been duly and 
validly authorized, executed and delivered and are legal, valid and binding obligations of the 
Company enforceable in accordance with their terms, except as limited by bankruptcy, 
insolvency or other laws affecting creditors’ rights and general equitable principles and any 
implied covenant of good faith and fair dealings, are entitled to the benefits of the Indenture. 

3. The Underwriting Agreement has been duly and validly authorized, executed and 
delivered by the Company. 

4. The Company has been incorporated, is validly existing as a corpuration and its 
status is active under the laws of the State o f  Florida. 

5.  The Company is duly authorized by its Charter to conduct the business that it is 
now conducting as set forth in the Prospectus. 

6. The Company is an electrical utility engaged in the business of generating, 
transmitting, distributing and selling electric power to the general public in the State of Florida. 

7 .  The Company has valid and subsisting franchises, licenses and permits adequate 
for the conduct of its business, except where the failure to hold such franchises, licenses and 
permits would not have a material adverse effect on the business, properties, results of operations 
or financial condition of the Company. 

8, The issuance and sale of the Senior Notes have been duly authorized by all 
necessary corporate action on the part of the Company. 

9. An order has been entered by the Florida Public Service Commission authorizing 
the issuance and sale of the Senior Notes, and to the best of my knowledge, said order is still in 
force and effect; and no M h e r  filing with, approval, authorization, consent or other order of any 
public board or body (except such as have been obtained under the Securities Act and as may be 
required under the state securities or Blue Sky laws of any jurisdiction) is legally required for the 
consummation of the transact ions contemplated in the Underwriting Agreement. 

10. Except as described in or contemplated by the Prospectus, there are no pending 
actions, suits or proceedings (regulatory or otherwise) against the Company or any of its 
properties that are likely, in the aggregate, to result in any material adverse change in the 
business, properties, results of operations or financial condition o f  the Company or that are likely, 
in the aggregate, to materially and adversely affect the Indenture, the Senior Notes or the 
consummation of the Underwriting Agreement, or the transactions contemplated therein. 



I 1. The consummation of the transactions contemplated by the Underwriting 
Agreement and the fulfillment ofthe terms of the Underwriting Agreement will not (i) result in a 
breach of any of the terms or provisions of, OT constitute a default under, the Charter or the 
Company’s by-laws or (ii) result in a material breach of any terms or provisions of, or constitute a 
default under, any applicable law, indenture, mortgage, deed of trust or other agreement or 
instrument to which the Company is now a party or my judgment, order, writ or decree of any 
government or governmental authority or agency or court having jurisdiction over the Company 
or my of its assets, properties or uperatiom that, in the case of any such breach or default, would 
have a material adverse effect on the business, properties, results of operations or financial 
condition of the Company. 

I express no opinion as to the enforceability of any disclaimers or indemnities (in so far 
as they may purport to indemnify a party for its own negligent acts ox may be contrary to public 
policy of the State of Florida) or the enforceability a€ any waiver provisions. 

I have examined the contents of the Registration Statement, the Preliminary Prospectus, 
the Permitted Free Writing Prospectus and the Prospectus, and have inquired of certain officers 
whether there has been any material change in the affairs of the Company. 

Because of the inherent limitations in the independent verification of factual matters, and 
the character of determinations involved in the preparation of registration statements under the 
Securities Act, T am not passing upon, and do not assume any responsibility for, and make no 
representation that I have independently verified, the accuracy, completeness or faimess of the 
statements contained in the Registration Statement, the Preliminary Prospectus, the Permitted 
Free Writing Prospectus or the Prospectus. Also, 1 do not express any opinion or belief as to the 
financial statements or other financial or statistical information contained, incorporated or 
deemed to be incorporated by reference in the Registration Statement, the Preliminary 
Prospectus, the Permitted Free Writing Prospectus or the Prospectus, and that part of the 
Registration Statement that constitutes the Statement of Eligibility on Form T-l . However, 
subject to the foregoing, on the basis of my examination of the documents referred to herein, 
nothing has come to my attention that would lead me to believe that the Registration Statement, 
at the time and date it was declared effective by the Commission, contained an untrue statement 
of a material fact or omitted to state a material fact required to be stated therein or necessary to 
make the statements therein not misleadhg; and nothing has come to my attention that would 
lead me to believe that (x) the Pricing Disclosure Package, as of the Applicable Time, included 
an untrue statement of a material fact or omitted to state a material fact necessary in order to 
make the statements therein, in light of the circumstances under which they were made, not 
misleading or (y) the Prospectus, as of its date and, as amended or supplemented, at the Closing 
Date, included or includes an untrue statement of a material fact or omitted or omits to state a 
material fact necessary in order to make the 



statements therein, in the light of the circumstances under which they were made, not 
misleading. 

This opinion may be relied on by you, by any other Underwriters identified in the 
Underwriting Agreement, by Hunton & Williams LLP, and by Dewey Ballantine LLP, as 
counsel for the Underwriters. 

R. Alexander Glenn 



a IOkWIZARD S E C  P O W E R  S E h R C H  

Form S-31A 
FLORIDA POWER CORP / - flpwm 
Filed: December 22, 2005 (period: ) 

Pre-effective amendment to an S-3 fiIing 



As filed with the Securities and Exchange Commission on December 22,2005 

SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 

Registration No. 333-126967 

Amendment No. 1 
to 

Form 5-3 
REGISTRATION STATEMENT UNDER THE SECURITIES ACT O F  1933 

Florida Power Corporation 
d/b/a Progress Energy Florida, Inc. 
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If any of the securities being registered on this form are to be offered on a delayed or continuous basis pursuant to Rule 415 under 

registration statement becomes effective. 

check the following box. 

the Securities Act of 1933, other than securities offered only in connection with dividend or interest reinvestment plans, check the 
following box. IZl 

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, please check 
the following box and list the Securities Act registration statement number of the earlier effective registration statement for the same 
offering. El 

If this form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list 
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The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its effective 
date until the registrant shall file a further amendment which specifically states that this registration statement shall 
thereafter become effective in accordance with Section 8(a) of the Securities Act of 1933 or until the registration statement 
shall become effective on such date as the Commission, acting pursuant to said Section 8(a), may determine. 
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SUBJECT TO COMPLETION, DATED DECEMBER 22,2005 

Florida Power Corporation d/b/a 

Progress Energy Florida, Inc. 
$1,000,000,000 

First Mortgage Bonds 
Debt Securities 
Preferred Stock 

These securities are not obligations of, nor guaranteed by, Progress Energy, Jnc., 
our corporate parent. 

Investing in our securities involves risks. See the “Risk Factors’)’ 
section on page 6 of this prospectus. 

We will provide specific terms of these securities, and the manner in which they are being offered, in 
supplements to this prospectus. You should read this prospectus and any supplement carefully before you 
invest. We cannot sell any of these securities unless this prospectus is accompanied by a prospectus supplement. 

Neither the Securities and Exchange Commission nor any state securities commission has approved or 
disapproved of these securities or determined if this prospectus is truthful or complete. Any representation to 
the contrary is a criminal offense. 

This Prospectus is dated December ,2005. 



ABOUT THIS PROSPECTUS 
This prospectus is part of a registration statement that we filed with the Securities and Exchange C o d s s i o n ,  or SEC, utilizing a 

“shelf’ registration process. Under this shelf registration process, we may sell any combination of the securities described in this 
prospectus in one or more offerings up to a total dollar amount of $1,000,000,000. We may offer any of the following securities: First 
Mortgage Bonds, other Debt Securities and/or Preferred Stock. 

This prospectus provides you with a general description of the securities we may offer. Each time we sell securities, we will 
provide a prospectus supplement that will contain specific information about the terms of that offering. Any prospectus supplement 
may also add, update or change information contained in this prospectus. The registration statement we filed with the SEC includes 
exhibits that provide more detail on descriptions of the matters discussed in this prospectus. You should read this prospectus and the 
related exhibits filed with the SEC and any prospectus supplement together with additional information described under the heading 
“WHERE YOU CAN FIND MOFS INFORMATION.” 
OUR COMPANY 

distribution and sale of electricity in portions of Florida, including the cities of St. Petersburg and Clearwater as well as the central 
Florida area surrounding Orlando. We are an indirect, wholly-owned subsidiary of Progress Energy, Inc., a North Carolina 
corporation. AI1 of our common stock is held directly by Florida Progress Corporation, a Florida corporation. Since 2003, we have 
operated OUT business under the assumed name Progress Energy Florida, Inc., although our legal name is still Florida Power 
Corporation. 

We are a regulated public utility incorporated under the laws of Florida in 1899. We are engaged in the generation, transmission, 

Our principal executive offices are located at 100 Central Avenue, St. Petersburg, Florida 33701. Our telephone number is 

Unless the context requires otherwise, references in this prospectus to the terms “we,” “US,” “OUT’’ or other similar terms mean 
(727) 820-5 15 1. 

Progress Energy Florida, Inc. 
USE OF PROCEEDS 

Unless we state otherwise in any prospectus supplement, we will use the net proceeds from the sale of the offered securities: 

. to finance the construction of new facilities and the maintenance of existing facilities; 

to finance the future acquisition of other entities or their assets; 

9 to refund, repurchase, retire, redeem or reduce outstanding short- or long-term indebtedness; and 

for other general corporate purposes. 

In the event that any proceeds are not immediately applied, we may temporarily invest them in U.S., state or municipal 
government or agency obligations, commercial paper, bank certificates of deposit, or repurchase agreements collateralized by 
US .  government or agency obligations, or we may deposit the proceeds with banks. 
RATIO OF EARNINGS TO FIXED CHARGES AND PREFERRED STOCK DIVIDENDS 

Our ratio of eamings to fixed charges for each of the following periods was: 
For the Twelve Months Ended September 30, 

2005 2004 

4.15x 

For the Twelve Months Ended December 31. 

5 . 2 1 ~  

~~ 

2004 2003 2002 2001 2000 

5 . 1 7 ~  5 . 3 0 ~  5 . 2 8 ~  5.22~ 3.79x 

Our ratio of earnings to combined fixed charges and preferred stock dividends for each of the following periods was: 
For the Twelve Months Ended September 30, 

2005 2004 

4.08~ 

For the Twelve Months Ended December 31. 

5.12x 

~~ 

2004 2003 2002 2001 2000 

5 . 0 9 ~  5 . 2 0 ~  5 . 1 5 ~  5 . 0 9 ~  3 . 7 1 ~  

We define “earnings” as income before income taxes plus fixed charges. We define “fixed charges” as the sum of interest on long- 
term debt, other interest and an imputed interest factor included in rentals. 
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WHERE YOU CAN FIND MORE INFORMATION 
We are required to file annual, quarterly and current reports, and other information with the SEC. Our SEC filing number is 1- 

03274. Our SEC filings are available to the public over the Internet at the SEC’s web site at http://www.sec.gov. You may also read 
and copy any document we file with the SEC at the SEC’s Public Reference Room in Washington, D.C. The SEC’s Public Reference 
Room in Washmgton is located at 100 F Street, N.E., Room 1580, Washington, DC 20549. Please call the SEC at 1-800-SEC-0330 for 
h t h e r  information on its public reference rooms. Additionally, information about us and our SEC filings are available on our web site 
at http://www.f$c.com The contents of our web site do not constitute a part of this prospectus or any prospectus supplement 
her et 0. 

DOCUMENTS INCORPORATED BY REFERENCE 
The SEC allows us to “incorporate by reference’’ the information we file with it, whch means that we can disclose important 

information to you by referring you to those documents. The information incorporated by reference is an important part of this 
prospectus, and information that we file later with the SEC will automatically update and supersede the information in this prospectus. 
We incorporate by reference the documents listed below and any future filings made by us with the SEC under Sections 13(a), 13(c), 
14 or 15(d) of the Securities Exchange Act of 1934 until we sell all of the securities being registered; provided, however, that we are 
not incorporating by reference any information furnished under Item 9, Item 12, Item 2.02 or Item 7.01 of any Current Report on 
Form 8-K. 

Our Annual Report on Form 10-K for the year ended December 3 1,2004, also referred to as our “2004 Form 10-K”. 

Our Quarterly Reports on Form 10-Q for the quarters ended March 3 1, June 30 and September 30,2005. 

Our Current Reports on Form 8-K or Form 8-W A filed January 28, March 4, March 15, March 22, April 1, May 16, May 24, 
July 18, August 31, November 15, November 28, December 7 and December 13,2005. 

We frequently make our SEC filings on a joint basis with Progress Energy, Inc, our indirect corporate parent, and Carolina 
Power & Light Company, one of our affiliates. Any information included in such SEC filings that relates solely to Progress Energy, or 
Carolina Power & Light is not and shall not be deemed to be incorporated by reference into this prospectus or any prospectus 
supplement. 

You may request a copy of these filings at no cost, by writing or calling us at the following address: 

Progress Energy Florida, Inc. 
c/o Progress Energy, Xnc. 
Investor Relations 
4 10 South Wilmington Street 
Raleigh, North Carolina 27601 

Telephone: (919) 546-7474 

You should rely only on the information incorporated by reference or provided in this prospectus or any prospectus supplement. 
We have not authorized anyone else to provide you with different information. We are not making any offer of these securities in any 
state where the offer is not permitted. You should not assume that the information in this prospectus or any prospectus supplement is 
accurate as of any date other than the respective dates on the front of those documents. 
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SAFE HARBOR FOR FORWARD-LOOKING STATEMENTS 
This prospectus, any supplement hereto, and the documents incorporated by reference herein or therein contain or will contain 

forward-looking statements within the meaning of the safe harbor provisions of the Private Securities Litigation Reform Act of 1995. 
Words or phrases such as “anticipate,” “will likely result,” “will continue,” “intend,” “may,” “expect,” “believe,” “plan,” “will,” 
“estimate,” “should,” and variations of such words and similar expressions in tlus prospectus, any supplement hereto, and in the 
documents incorporated by reference herein or therein are used to identify such forward-looking statements. The matters discussed 
throughout this prospectus and any supplement hereto, including the documents incorporated by reference herein or therein, that are 
not historical facts are forward-loolung and, accordingly, involve estimates, projections, goals, forecasts, assumptions, risks and 
uncertainties that could cause actual results or outcomes to differ materially fi-om those expressed in the forward-looking statements. 
Any forward-loolung statement speaks only as of the date on which such statement is made, and we do not undertake any 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 include, but are not limited to, 
the following: 

the impact of fluid and complex government laws and regulations, including those relating to the environment and the recently 
enacted Energy Power Act of 2005; 

our ability to recover the costs associated with four hurricanes that impacted our service territory in 2004 or other future 
significant weather events through the regulatory process, and the timing of such recovery of such costs, 

the outcome of any future rate cases; 

deregulation or restructuring in the electric industry that may result in increased competition and unrecovered (stranded) costs; 

the uncertainty regarding the timing, creation and structure of GridFlorida or other regional transmission organizations; 

weather conditions that directly influence the demand for electricity; 

recumng seasonal fluctuations in demand for electricity; 

fluctuation in the price of energy commodities and purchased power; 

economic fluctuations and the corresponding impact on our commercial and industrial customers; 

the infierent risks associated with the operation of nuclear facilities, including environmental, health, regulatory and financial 
risks; 

the impact of any terrorist acts generally and on our generating facilities and other properties; 

the future need for additional baseload generation in our regulated service territories and the accompanying regulatory and 
financial risks; 

the ability to successfully access capital markets on favorable term; 

our ability to maintain our current credit ratings and the impact on our financial condition and our ability to meet our cash and 
other financial obligations in the event OUT credit ratings are downgraded below investment grade; 

the impact that increases in leverage may have on us; 

the impact of derivative contracts we use in the normal course of business; 

investment performance of pension and benefit plans; 
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our ability to control costs, inchdmg pension and benefit expense, and our ability to achieve OUT cost management targets; 

the outcome of any ongoing or future litigation or similar disputes and the impact of any such outcome or related settlements; 
and 

unanticipated changes in operating expenses and capital expenditures. 

These and other factors are detailed from time to time in our SEC filings which are incorporated herein. Many, but not all of the 
factors that may impact actual results are discussed in the “Risk Factors” section of our 2004 Form 10-K, which is incorporated by 
reference into this prospectus. You should carefully read that “Risk Factors” section. All such factors are difficult to predict, contain 
uncertainties that m y  materially affect actual results, and may be beyond our control. New factors emerge from time to time, and it is 
not possible for us to predict all such factors, nor can we assess the effect of each such factor on us. 
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RISK FACTORS 
Investing in our securities involves risks that could affect us and our business, as well as the energy industry generally. Please see 

the risk factors described in our 2004 Form 10-K, which is incorporated into ths  prospectus. Much of the business information, as 
well as the financial and operational data contained in our risk factors, is updated in our periodic and current reports, which are also 
incorporated by reference into this prospectus and future supplements hereto. Although we have tried to discuss key factors, please be 
aware that other risks m y  prove to be important in the future. New risks may emerge at any time and we cannot predict such risks or 
estimate the extent to whch they may affect our financial condition or performance. Before purchasing our securities, you should 
carefully consider the risks discussed in our 2004 Forni 10-K and the other information in this prospectus and any supplement hereto, 
as well as the documents incorporated by reference herein or therein. Each of the risks described could result in a decrease in the value 
of our securities and your investment therein. 
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DESCRIPTION OF FIRST MORTGAGE BONDS 

We will issue First Mortgage Bonds in one or more series under an Indenture, dated as of January 1, 1944, with JPMorgan Chase 
General 

Bank, N.A., as successor trustee (the “Mortgage Trustee”), as supplemented by supplemental indentures, including one or more 
supplemental indentures relating to the First Mortgage Bonds. In the following discussion, we will refer to the Indenture and all 
supplements to the Indenture together as the “Mortgage.” We will refer to all of our First Mortgage Bonds, including those already 
issued and those to be issued in the future, as “First Mortgage Bonds.” As of the date of this prospectus, we had approximately 
$1.9 billion aggregate principal amount of First Mortgage Bonds outstanding, including $240.9 million issued to secure our pollution 
control obligations. 

The information we are providing you in this prospectus concerning the First Mortgage Bonds and the Mortgage is only a 
summary of the information provided in those documents and the information is qualified in its entirety by reference to the provisions 
of the Mortgage. You should consult the First Mortgage Bonds themselves, the Mortgage and other documents for more complete 
information on the First Mortgage Bonds or any particular series thereof. These documents appear as exhibits to the registration 
statement of whch this prospectus is a part, or are. incorporated by reference as exhibits to such registration statement, or will appear 
as exhibits to other documents that we will file with the SEC, which will be incorporated by reference into this prospectus. The 
Mortgage has been qualified under the Trust Indenture Act of 1939, as amended (the “Trust Indenture Act”) and you should refer to 
the Tmst Indenture Act for the provisions that apply to the First Mortgage Bonds. In the summary below, we have included references 
to applicable section numbers of the Mortgage so that you can more easily locate the relevant provisions. 
Provisions of a Particular Series 

relating to any particular issue of the First Mortgage Bonds for the following information: 
The First Mortgage Bonds may from time to time, be issued in one or more series, You should consult the prospectus supplement 

b 

e 

b 

b 

the designation, series and aggregate principal amount of the First Mortgage Bonds; 

the percentage of the principal amount for which we will issue and sell the First Mortgage Bonds; 

the date of maturity for the First Mortgage Bonds; 

the rate at which the First Mortgage Bonds will bear interest or the method of determining that rate; 

the dates on which interest is payable; 

the denominations in which we will authorize the First Mortgage Bonds to be issued, if other than $1,000 or integral multiples 
of $1,000; 

whether we will offer the First Mortgage Bonds in the foim of global bonds and, if so, the name of the depositary for any global 
bonds; 

the terms applicable to any rights to convert First Mortgage Bonds into or exchange them for other of ow securities or those of 
any other entity; 

redemption terms and sinlung fund provisions, if any; and 

any other specific terms that do not conflict with the Mortgage. 

For more information, see Section 2.01 of the Mortgage. 
No series of the First Mortgage Bonds will be limited in aggregate principal amount except as provided in the Mortgage. Unless 

the applicable prospectus supplement states otherwise, the covenants 
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contained in the Mortgage will not afford holders of the First Mortgage Bonds protection in the event of a change of control or highly 
leveraged transaction. 
Form and Exchanges 

registered bonds without coupons in denominations of $1,000 or any integral multiple of $1,000, Holders may exchange them, free of 
charge, for a like aggregate principal amount of other First Mortgage Bonds of different authorized denominations of the same series. 
Holders may also transfer the First Mortgage Bonds free of charge except for any stamp taxes or other governmental charges that may 
apply+ The First Mortgage Bonds may be presented for transfer or exchange at the corporate trust office of the Trustee in New York, 
New York. For more information, see Sections 2.01 and 2.03 of the Mortgage. 
Interest and Payment 

The prospectus supplement for any First Mortgage Bonds will state the interest rate, the method of determination of the interest 
rate, and the date on which interest is payable. Unless the prospectus supplement states otherwise, principal and interest on First 
Mortgage Bonds held in (i) defmitive or certificated form will be paid at the Corporate trust office of the Mortgage Trustee in New 
York, New York, and (ii) global form will be paid as set forth herein under “Global Securities.” 

Pursuant to the Mortgage, we will pay interest, to the extent enforceable under law, on any overdue installment of interest on the 
First Mortgage Bonds at the lughest rate of interest payable on any of the First Mortgage Bonds outstanding under the Mortgage. For 
more information, see Section 2.01 and Article X of the Mortgage. 
Redemption and Purchase of First Mortgage Bonds 

If the First Mortgage Bonds are redeemable, the redemption terms will appear in the prospectus supplement. We may declare 
redemptions on at least 30 days’ notice to the holders of First Mortgage Bonds to be redeemed and to the Mortgage Trustee. We have 
agreed that before the redemption date we will deposit with the Mortgage Trustee a sum of money sufficient to redeem the subject 
First Mortgage Bonds. Ow: failure to make this required deposit will constitute a completed default under the Mortgage on the 
specified redemption date and the First Mortgage Bonds called €or redemption shall immediately become due and payable. For more 
information, see Article VI11 of the Mortgage. 

First Mortgage Bonds are redeemable, in whole but not in part, on not more than 90 days’ notice to holders, at a redemption price 
of 100% of the principal amount thereof, together with accrued interest to the date of redemption, in the event that: 

Unless otherwise specified in the applicable prospectus supplement, we expect to issue the First Mortgage Bonds as fully 

all of OUT outstanding common stock is acquired by some governmental body or instrumentality and we elect to redeem all First 
Mortgage Bonds; or 

all or substantially all the mortgaged and pledged property, constituting bondable property as defined in the Mortgage, that is 
then subject to the Mortgage as a first lien shall be released from the lien ofthe Mortgage under the provisions thereof, and 
available moneys held by the Mortgage Trustee, including any moneys deposited by us for the purpose, are sufficient to redeem 
all the First Mortgage Bonds at the redemption prices (together with accrued interest to the date of redemption) specified therein 
applicable to the redemption thereof upon the happening of such event. 

For more information, see Section 8.08 of the Mortgage. 
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Maintenance Fund 
The Mortgage provides that the amount expended for property additions (excluding several stated exceptions) will, at the end of 

each year, equal the minimum provision for depreciation, for each calendar year subsequent to December 3 1 , 1943, and if at the end of 
any such year we have not expended such required amount, we will, on or before the next succeeding March 3 1, deposit with the 
Mortgage Trustee the difference in. cash. Certain credits are allowed against cash so required to be deposited. During the three years 
immediately following a cash deposit with the Mortgage Trustee, we may at any time or from time to time withdraw cash in an 
amount equal to any available maintenance credit. Cash not so withdrawn shall be applied towards the payment due upon maturity or 
for the redemption of outstanding First Mortgage Bonds as provided in the Mortgage, For more information, see Sections 5.08 and 
1.05 of the Mortgage. 

additions. 
We must provide the Mortgage Trustee with an annual maintenance certificate with respect to the bondable value of property 

The minimum provision for depreciation means an amount equal to: 

15% of our gross operating revenues, net of the cost of electric energy purchased for resale; Eess 

an amount equal to the aggregate of the charges to operating expense for maintenance; provided, however, 

that the minimum provision for depreciation for any period shall not exceed the maximum provision for depreciation, as 
defined, for the period. 

The maximum provision for depreciation shall mean as to each fill calendar year, an amount equal to: 

$755,000, plus 

2.25% of the sum of all property additions after January 1, 1944 up to the beginning of the subject calendar year, Eess 

2.25% of the aggregate amount of all retirements of bondable property during the period after January 1,1944 up to the 
beginning of the subject calendar year. 

For periods other than a calendar year, the maximum provision for depreciation shall be based upon the maximum provision for 
depreciation for the calendar year ended during such period multiplied by the number of calendar months or fractions thereof included 
in such period and divided by 12. 

Ranking and Security 

In the opinion of our comseI, the Mortgage constitutes a first mortgage lien, subject only to permitted encumbrances and liens, on 
substantially all of the fixed properties owned by us except miscellaneous properties specifically excepted. In addition, after-acquired 
property is covered by the lien of the Mortgage, subject to existing liens at the time such property is acquired. For more information, 
see the Preambles and Section 2.0 1 of the Mortgage. 
Issuance of Additional First Mortgage Bonds 

As of December 3 1, 2004, we had a cumulative maintenance credit of approximately $6.9 billion. 

The First Mortgage Bonds will be secured by the lien of the Mortgage and will rank equally with all bonds outstanding thereunder. 

First Mortgage Bonds may be issued under the Mortgage in a principal amount equal to: 

an amount not exceeding 60% of the bondable value of property additions, which term generally includes all of our tangible 
property that we are authorized to acquire, own and operate, that has become subject to the Mortgage and which is used in 
connection with the generation, purchase, transmission, distribution or sale of electricity for light, heat, power or other purposes; 
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an additional aggregate principal amount not exceeding the aggregate principal amount of refundable prior lien bonds deposited 
with the Mortgage Trustee or judicially determined to be invalid; 

. an additional aggregate principal amount not exceeding the aggregate principal amount of any outstanding First Mortgage 
Bonds that have been canceled or delivered for cancellation; and 

an additional aggregate principal amount equal to the amount of cash deposited with the Mortgage Trustee against the issuance 
of bonds. 

For more information, see Sections 4.03 thorough 4.06 of the Mortgage. 

$4.0 billion permitting the issuance of approximately $2.1 billion of additional bonds. As of the date of this prospectus, the additional 
aggregate principal amount of First Mortgage Bonds that could be issued based upon the amount of previously issued First Mortgage 
Bonds that have been canceled or delivered for cancellation under the third bullet point above was approximately $175.5 million. Cash 
deposited with the Mortgage Trustee under the fourth bullet point above may be withdrawn in an amount equal to the principal 
amount of any First Mortgage Bonds we would otherwise be entitled to have authenticated under any of the provisions referred to in 
the first three bullet points above, and may also be used for the purchase or redemption of First Mortgage Bonds which, by their terms, 
are redeemable. For more information, see Section 4.06 of the Mortgage. 

First Mortgage Bonds may be authenticated pursuant to the fmt and fourth bullet points above (and in certain cases pursuant to the 
second and third bullet points above) only if net earnings for 12 successive months in the I5 months immediately preceding the first 
day of the month in which application for additional First Mortgage Bonds is made shall be at least two times the annual interest 
charges on the First Mortgage Bonds and prior lien bonds outstanding and to be outstanding. For more information, see Sections 4.08 
and 1.06 of the Mortgage. 
Restriction on Dividends 

Unless otherwise stated in the prospectus supplement, in the case of First Mortgage Bonds issued under this prospectus and any 
accompanying prospectus supplement, and so long as any First Mortgage Bonds are outstanding, we may only pay cash dividends on 
our common stock, and make any other distribution to Florida Progress, OUT common stockholder, out of our net income subsequent to 
December 31, 1943. For more information, see Section 5.24 of the Mortgage. 
Release and Substitution of Property 

As of September 30,2005, the bondable value of property additions under the fxst bullet point above was approximately 

Subject to various limitations, property may be released from the lien of the Mortgage when sold or exchanged, upon the basis of: 

cash deposited with the Mortgage Trustee; 

the principal amount of any purchase money obligations pledged with the Mortgage Trustee; 

the fair value of any property additions certified to the Mortgage Trustee and acquired by us in exchange for the property to be 
released; or 

. if non-bondable property is to be released, the fair value of property and certain securities certified to the Mortgage Trustee and 
acquired by us in exchange for the property to be released, less the principal amount of certain outstanding prior lien bonds. 

For more infomation, see Section 9.03 of the Mortgage. 
If all or substantially all of the mortgaged and pledged property constituting bondable property which at the time shall be subject 

to the lien of the Mortgage as a first lien shall be released, whether pursuant to our request or by eminent domain, then we are required 
to redeem all the First Mortgage Bonds and 
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have agreed to deposit with the Mortgage Trustee sufficient cash for that purpose. Any new property acquired to take the place of any 
property released shall be subjected to the lien of the Mortgage, For more information, see Sections g.OS(b), 9.03,9.05 and 9.1 1 of the 
Mortgage. 
Modification of Mortgage 

The Mortgage may generally be modified with the consent of the holders of not less than 75% in aggregate principal amount of 
First Mortgage Bonds outstanding which would be affected by the action proposed to be taken, except no such modifications shall: 

. extend the maturity of any First Mortgage Bonds, or reduce the interest rate or extend the time of payment thereof, or reduce the 
principal amount thereof, without the express consent of the holder of each First Mortgage Bond affected; 

reduce the percentage of holders who must consent to the modifications referred to in this section without the consent of the 
holders of all First Mortgage Bonds outstanding; 

permit the creation of a prior or equal lien on the pledged property; or 

. deprive any First Mortgage Bond of the lien of the Mortgage. 

For more information, see Section 17.02 of the Mortgage. 
Default 

may declare the principal of all outstanding First Mortgage Bonds immediately due and payable. The following are defined as 
completed defaults in the Mortgage: 

In the event of a completed default, the Mortgage Trustee or the holders of at least 25% of the outstanding First Mortgage Bonds 

default in the payment of principal of, and premium, if any, on any of the First Mortgage Bonds when due and payable, whether 
at maturity or by declaration, or otherwise; 

default continued for 60 days in the payment of any interest on any of the First Mortgage Bonds; 

default in the payment of principal or interest upon any outstanding prior lien bonds continued beyond any applicable grace 
period; 

certain acts of bankruptcy, insolvency or reorganization; and 

default continued for 60 days after written notice to us by the Mortgage Trustee (or to us and the Mortgage Trustee by the 
holders of at least 25% in principal amount of the then outstanding First Mortgage Bonds) in the observance or performance of 
any other covenant, agreement or condition contained in the Mortgage or in any of the First Mortgage Bonds. 

For more information, see Section 10.01 of the Mortgage. 

Mortgage Bonds then outstanding may rescind and annul the declaration and its consequences. If the Mortgage Trustee in good faith 
determines it to be in the interest of the holders of the First Mortgage Bonds, it may withhold notice of default, except in payment of 
principal, premium, if any, interest or sinking fund payments, if any, for retirement of First Mortgage Bonds. We are required by the 
Mortgage to report annually to the Mortgage Trustee as to the absence of default and compliance with the provisions of the Mortgage. 
For more information, see Sections 10.01, 10.02 and 5.23 of the Mortgage. 

The holders of not less than a majority in principal amount of the First Mortgage Bonds outstanding have the right to direct the 
time, method and place of conducting any proceedings for any remedy available to, or conferred by the Mortgage upon, the Mortgage 
Trustee; provided, however, that the Mortgage Trustee may, if it determines in good faith that such direction would involve the 
Mortgage Trustee in personal liability or be unjustly prejudicial to the rights of the non-assenting bondholders, decline to follow such 
direction. For more information, see Section 10.06 of the Mortgage. 
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Evidence to Be Furnished to the Mortgage Trustee Under the Mortgage 
We may demonstrate compliance with Mortgage provisions regarding certificates and opinions by providing written statements to 

the Mortgage Trustee from our officers or experts we select. For instance, we may select an engineer or appraiser to provide a written 
statement regarding the value of property being certified or released, or an accountant regarding net earnings, or counsel regarding 
property titles and compliance with the Mortgage generally. In certain significant matters, applicable law requires that an accountant 
or engineer must be independent. For more information, see Section 3 14(d) of the Trust Indenture Act. We must file certificates and 
other papers each year and whenever certain events occw. Additionally, we must provide evidence from time to time demonstrating 
our compliance with the conditions and covenants under the Mortgage. 
Relationship With the Mortgage Trustee 

banking, investment banking, and securities underwriting services to us and OUT affiliates. 
DESCRIPTION OF DEBT SECURITIES 

General 
The Debt Securities offered by this prospectus will be our direct unsecured general obligations. This prospectus describes certain 

general terms of the Debt Securities offered through this prospectus. When we offer to sell a particular series of Debt Securities, we 
will describe the specific terms ofthat series in a prospectus supplement. The Debt Securities will be issued under the Indenture (For 
Debt Securities), dated as of December 7,2005, between us and J.P. Morgan Trust Company, National Association, as trustee, or m e  
or more additional indentures for Debt Securities between us and a trustee elected by us- The Indenture (For Debt Securities) is 
incorporated by reference into the registration statement of which this prospectus is a part. The form of any additional indenture, 
between us and a trustee which we will name, under which we may issue Debt Securities is filed as an exhibit to the registration 
statement. In thls prospectus we refer to each of the Indenture (For Debt Securities) and the form of indenture for Debt Securities, as 
applicable, as the “Debt Securities Indenture.” We refer to the trustee under any Debt Securities Indenture as the “Debt Securities 
Trustee.” 

will be our subordinated obligations. The form of Debt Securities Indenture referred to above includes optional provisions (designated 
by brackets (“[ I”)) that we would expect to appear in a separate indenture for subordinated debt securities in the event we issue 
subordinated debt securities. In the following discussion, we refer to any subordinated obligations as the “Subordinated Debt 
Securities.” Unless the applicable prospectus supplement provides otherwise, we will use a separate Debt Securities Indenture for any 
Subordinated Debt Securities that we may issue. The Indenture (For Debt Securities) dated as of December 7,2005 has been, and any 
hture Debt Securities Indenture will be, qualified under the Trust Indenture Act and you should refer to the Trust Indenture Act for 
the provisions that apply to the Debt Securities. 

independent of any other Debt Securities Indenture unless otherwise stated in a prospectus supplement. The summary that follows is 
not complete and the summary is qualified in its entirety by reference to the provisions of the applicable Debt Securities Indenture. 
You should consult the applicable Debt Securities, Debt Securities Indenture, any supplemental indentures, officers’ certificates and 
other related documents for more complete information on tlie Debt Securities. These documents appear as exhibits to, or are 
incorporated by reference into, the registration statement of which this prospectus is a part, or will appear as exhibits to other 
documents that we will file with the SEC, which will be incorporated by reference into ths  prospectus. In the summary below, we 
have included references 

In the normal course of business, the Mortgage Trustee or its affiliates may, from time to time, provide certain commercial 

The prospectus supplement applicable to a particular series of Debt Securities may state that a particular series of Debt Securities 

We have summarized selected provisions of the Debt Securities Indenture below. Each Debt Securities Indenture will be 



to applicable section numbers of the Debt Securities Indenture so that you can easily locate these provisions. 
Ranking 
Our Debt Securities that are not designated Subordinated Debt Securities will be effectively subordinated to all of our currently 

outstanding and future First Mortgage Bonds to the extent of the value of the collateral securing such First Mortgage Bonds. The First 
Mortgage Bond holders have a first lien on substantially all of om assets. Our Debt Securities that are designated Subordinated Debt 
Securities will be subordinate to all of our currently outstanding and future First Mortgage Bonds and Debt Securities that are not 
designated Subordinated Debt Securities. As of the date of this prospectus, we had an aggregate principal amount of $1.9 billion First 
Mortgage Bonds outstanding and an aggregate principal amount of $739 million of unsecured indebtedness outstanding, none of 
which were Subordinated Debt Securities. The Indenture (For Debt Securities) does not Iimit the amount of First Mortgage Bonds that 
we may issue. 
Provisions of a Particular Series 

to any particular series of Debt Securities for the following information: 
The Debt Securities may from time to time be issued in one or more series. You should consult the prospectus supplement relating 

the title of the Debt Securities; 

any limit on aggregate principal amount of the Debt Securities or the series of which they are a part; 

the date(s), or method for determining the date(s), on which the principal of the Debt Securities will be payable; 

the rate, includmg the method of determination if applicable, at which the Debt Securities will bear interest, if any; and 

- the date from which any interest will accrue; 

- the dates on which we will pay interest; and 

- the record date for any interest payable on any interest payment date; 

the place where, 

- the principal of, premium, if any, and interest on the Debt Securities will be payable; 

- you may register transfer of the Debt Securities; 

- you may exchange the Debt Securities; and 

- you may serve notices and demands upon us regarding the Debt Securities; 

the security registrar for the Debt Securities and whether the principal of the Debt Securities is payable without presentment or 
surrender of them; 

the terms and conditions upon whch we may elect to redeem any Debt Securities; 

the denominations in which we may issue Debt Securities, if other than $1,000 and integral multiples of $1,000; 

the terms and conditions upon which the Debt Securities must be redeemed or purchased due to our obligations pursuant to any 
smking fund or other mandatory redemption or tender provisions, or at the holder’s option, including any applicable exceptions 
to notice requirements; 



the currency, if other than United States currency, in which payments on the Debt Securities will be payable; 

the terms according to which elections can be made by us or the holder regarding payments on the Debt Securities in currency 
other than the currency in which the Debt Securities are stated to be payable; 

if payments are to be made on the Debt Securities in securities or other property, the type and amount of the securities and other 
property or the method by whch the amount shall be determined; 

the manner in which we will determine any amounts payable on the Debt Securities that are to be determined with reference to 
an index or other fact or event ascertainable outside the applicable indenture; 

if other than the entire principal amount, the portion of the principal amount of the Debt Securities payable upon declaration of 
acceleration of their maturity; 

any addition to the events of default applicable to any Debt Securities and any additions to our covenants for the benefit of the 
holders of the Debt Securities; 

the terms applicable to any rights to convert Debt Securities into or exchange them for other of ow securities or those of any 
other entity; 

whether we are issuing Debt Securities as global securities, and if so, 

- any limitations on transfer or exchange rights or the right to obtain the registration of transfer; 

- any limitations on the right to obtain defmitive certificates for the Debt Securities; and 

- any other matters incidental to the Debt Securities; 

whether we are issuing the Debt Securities as bearer securities; 

any limitations on transfer or exchange of Debt Securities or the right to obtain registration of their transfer, and the terms and 
amount of any service charge required for registration of transfer or exchange; 

any exceptions to the provisions governing payments due on legal holidays, or any variations in the defmition of business day 
with respect to the Debt Securities; 

any collateral security, assurance, guarantee or other credit enhancement applicable to the Debt Securities; and 

any other terms of the Debt Securities not in conflict with the provisions of the applicable Debt Securities Indenture. 

For more information, see Section 301 of the applicable Debt Securities Indenture. 

supplement for a description of certain special United States federal income tax considerations that may apply to Debt Securities sold 
at an original issue discount or denominated in a currency other than dollars. 

Unless the applicable prospectus supplement states otherwise, the covenants contained in the applicable indenture will not afford 
holders of Debt Securities protection in the event we have a change in control or are involved in a highly-leveraged transaction. 
Subordination 

The applicable prospectus supplement may provide that a series of Debt Securities will be Subordinated Debt Securities, 
subordinate and junior in right of payment to all of our Senior Indebtedness, 

Debt Securities m y  be sold at a substantial discount below their principal amount. You should consult the applicable prospectus 
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as defined below. If so, we will issue these securities under a separate Debt Securities Indenture for Subordinated Debt Securities. For 
more information, see Article XV of the applicable Debt Securities Indenture. 

No payment of principal of, including redemption and sinking fund payments, or any premium or interest on, the Subordinated 
Debt Securities may be made if: 

there OCCLU certain acts of bankruptcy, insolvency, liquidation, dissolution or other winding up of our company; 

any Senior Indebtedness is not paid when due; 

any applicable grace period with respect to other defaults with respect to any Senior Indebtedness has ended, the default has not 
been cured or waived, and the maturity of such Senior Indebtedness has been accelerated because of the default; or 

the maturity of the Subordinated Debt securities of any series has been accelerated because of a default and Senior Indebtedness 
is then outstanding. 

Upon any distribution of OUT assets to creditors upon any dissolution, winding-up, liquidation or reorganization, whether voluntary 
or involuntary or in bankruptcy, insolvency, receivership or other proceedings, all principal of, and any premium and interest due or to 
become due on, all outstanding Senior Indebtedness must be paid in full before the holders of the Subordinated Debt Securities are 
entitled to payment. For more information, see Section 1502 of the applicable Debt Securities Indenture. The rights of the holders of 
the Subordinated Debt Securities will be subrogated to the rights of the holders of Senior Indebtedness to receive payments or 
distributions applicable to Senior Indebtedness until all amounts owing on the Subordinated Debt Securities are paid in full. For more 
information, see Section 1504 of the applicable Debt Securities Indenture. 

As defined in the Subordinated Debt Securities Indenture, the term “Senior Indebtedness’’ means: 

all obligations (other than non-recourse obligations and the indebtedness issued under the Subordinated Debt Securities 
Indenture) of, or guaranteed or assumed by, us: 

- for borrowed money (including both senior and subordmated indebtedness for borrowed money, but excluding the 
Subordinated Debt Securities); or 

- for the payment of money relating to any lease that is capitalized on our consolidated balance sheet in accordance with 
generally accepted accounting principles; or 

indebtedness evidenced by bonds, debentures, notes or other similar instruments. 

In the case of any such indebtedness or obligations, Senior Indebtedness includes amendments, renewals, extensions, 
modifications and refindings, whether existing as of the date of the Subordinated Debt Securities Indenture or subsequently incurred 
by us. 

Form, Exchange and Transfer 

coupons and in denominations of $1,000 and integral multiples of that amount. For more information, see Sections 20 1 and 302 of the 
applicable Debt Securities Indenture. 

Holders may present Debt Securities for exchange or for registration of transfer, duly endorsed or accompanied by a duly executed 
instrument of transfer, at the office of the security registrar or at the office of any transfer agent we may designate. Exchanges and 
transfers are subject to the tenns of the applicable indenture and applicable limitations for global securities. We may designate 
ourselves the security registrar. No charge will be made for any registration of transfer or exchange of Debt Securities, 

The Subordinated Debt Securities Indenture does not limit the aggregate amount of Senior Indebtedness that we may issue. 

Unless the applicable prospectus supplement states otherwise, we will issue Debt Securities only in fully registered form without 
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but we may require payment of a sum sufficient to cover any tax or other governmental charge that the holder must pay in connection 
with the transaction. Any transfer or exchange will become effective upon the security registrar or transfer agent, as the case may be, 
being satisfied with the documents of title and identity of the person making the request. For more information, see Section 305 of the 
applicable Debt Securities Indenture. 

The applicable prospectus supplement will state the name of any transfer agent, in addition to the security registrar initially 
designated by us, for any Debt Securities. We may at any time designate additional transfer agents or withdraw the designation of any 
transfer agent or make a change in the office through which any transfer agent acts, We must, however, maintain a transfer agent in 
each place of payment for the Debt Securities of each series. For more information, see Section 602 of the applicable Debt Securities 
Indenture. 

We will not be required to: 

issue, register the transfer of, or exchange any Debt Securities or any tranche of any Debt Securities during a period beginning 
at the opening of business 15 days before the day of mailing of a notice of redemption of any Debt Securities called for 
redemption and ending at the close of business on the day of mailing; or 

register the transfer of, or exchange any Debt Securities selected for redemption except the unredeemed portion of any Debt 
Securities being partially redeemed. 

For more information, see Section 305 of the applicable Debt Securities Indenture. 
Payment and Paying Agents 

Unless the applicable prospectus supplement states otherwise, we will pay interest on a Debt Security on any interest payment date 
to the person in whose name the Debt Security is registered at the close of business on the regular record date for the interest payment. 
For more information, see Section 307 of the applicable Debt Securities Indenture. 

Unless the applicable prospectus supplement provides otherwise, we will pay principal and any premium and interest on Debt 
Securities at the office of the paying agent whom we will designate for ths  purpose. Unless the applicable prospectus supplement 
states otherwise, the corporate trust office of the Debt Securities Trustee in New York City will be designated as our sole paymg agent 
for payments with respect to Debt Securities of each series. Any other payng agents initially designated by us for the Debt Securities 
of a particular series will be named in the applicable prospectus supplement. We may at any time add or delete paying agents or 
change the office through which any paymg agent acts. We must, however, maintain a paying agent in each place of payment for the 
Debt Securities of a particular series. For more information, see Section 602 of the applicable Debt Securities Indenture. 

All money we pay to a paying agent for the payment of the principal and any premium or interest on any Debt Security that 
remains unclaimed at the end of two years after payment is due will be repaid to us. After that date, the holder of that Debt Security 
shall be deemed an unsecured general creditor and may look only to us fur these payments. For more information, see Section 603 of 
the applicable Debt Securities Indenture. 
Redemption 

You should consult the applicable prospectus supplement for any terms regarding optional or mandatory redemption of Debt 
Securities. Except for any provisions in the applicable prospectus supplement regarding Debt Securities redeemable at the holder’s 
option, Debt Securities may be redeemed only upon notice by mail not less than 30 nor more than 60 days prior to the redemption 
date. Further, if less than all of the Debt Securities of a series, or any tranche of a series, are to be redeemed, the Debt Securities to be 
redeemed will be selected by the method provided for the particular series. In the absence 
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of a selection provision, the Debt Securities Trustee will select a fair and appropriate method of selection. For more information, see 
Sections 403 and 404 of the applicable Debt Securities Indenture. 

A notice of redemption we provide may state: 

that redemption is conditioned upon receipt by the paylng agent on or before the redemption date of money sufficient to pay the 
principal of and any premium and interest on the Debt Securities; and 

that if the money has not been received, the notice will be ineffective and we will not be required to redeem the Debt Securities. 

For more information, see Section 404 of the applicable Debt Securities Indenture. 
Consolidation, Merger and Sale of Assets 

property to any person, unless: 
We may not consolidate with or merge into any other person, nor m y  we transfer or lease substantially all of our assets and 

the corporation formed by the consolidation or into which we are merged, or the person that acquires by conveyance or transfer, 
or that leases, substantially all of our property and assets: 

- is organized and validly existing under the laws of any domestic jurisdiction; and 

- expressly assumes by supplemental indenture our obligations on the Debt Securities and under the applicable indentures; 

immediately after giving effect to the transaction, no event of default, and no event that would become an event of default, has 
occurred and is continuing; and 

we have delivered to the Debt Securities Trustee an officer’s certificate and opinion of counsel as provided in the applicable 
indentures. 

For more information, see Section 1 101 of the applicable Debt Securities Indenture. 
Events of Default 

“Event of default” under the applicable indenture with respect to Debt Securities of any series means any of the following: 

failure to pay any interest due on any Debt Security of that series withn 30 days; 

failure to pay principal or premium, if any, when due on any Debt Security of that series; 

failure to make any required sinking fund payment on any Debt Securities of that series; 

breach of or failure to perform any other covenant or warranty in the applicable indenture with respect to Debt Securities of that 
series for 60 days (subject to extension under certain circumstances for another 120 days) after we receive notice from the Debt 
Securities Trustee, or we and the Debt Securities Trustee receive notice from the holders of at least 33% in principal amount of 
the Debt Securities of that series outstanding under the applicable indenture according to the provisions of the applicable 
indenture; 

9 certain events of bankruptcy, insolvency or reorganization; and 

. any other event of default set forth in the applicable prospectus supplement. 

For more information, see Section 801 of the applicable Debt Securities Indenture. 

respect to the Debt Securities of any other series issued under the applicable indenture. 
An event of default with respect to a particular series of Debt Securities does not necessarily constitute an event of default with 
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If an event of default with respect to a particular series of Debt Securities occurs and is continuing, either the Debt Securities 
Trustee or the holders of at least 33% in principal amount of the outstanding Debt Securities of that series may declare the principal 
amount of all of the Debt Securities of that series to be due and payable immediately. If the Debt Securities of that series are discount 
securities or similar Debt Securities, only the portion of the principal amount as specified in the applicable prospectus supplement may 
be immediately due and payable. If an event of default occurs and is continuing with respect to all series of Debt Securities issued 
under a Debt Securities Indenture, including all events of default relating to bankruptcy, insolvency or reorganization, the Debt 
Securities Trustee or the holders of at least 33% in principal amount of the outstanding Debt Securities of all series issued under that 
Debt Securities Indenture, considered together, may declare an acceleration of the principal amount of all series of Debt Securities 
issued under that Debt Securities Indenture. There is no automatic acceleration, even in the event of our bankruptcy or insolvency. 

The applicable prospectus supplement may provide, with respect to a series of Debt Securities to which a credit enhancement is 
applicable, that the provider of the credit enhancement may, if a default has occurred and is continuing with respect to the series, have 
all or any part of the rights with respect to remedies that would otherwise have been exercisable by the holder of that series. 

At any time after a declaration of acceleration with respect to the Debt Securities of a particular series, and before a judgment or 
decree for payment of the money due has been obtained, the event of default giving rise to the declaration of acceleration will, without 
Eurther action, be deemed to have been waived, and the declaration and its consequences will be deemed to have been rescinded and 
annulled, if: 

we have paid or deposited with the Debt Securities Trustee a sum sufficient to pay: 

- all overdue interest on all Debt Securities of the particular series; 

- the principal of and any premium on any Debt Securities of that series that have become due otherwise than by the 
declaration of acceleration and any interest at the rate prescribed in the Debt Securities; 

- interest upon overdue interest at the rate prescribed in the Debt Securities, to the extent payment is lawful; and 

- all amounts due to the Debt Securities Trustee under the applicable indenture; and 

any other event of default with respect to the Debt Securities of the particular series, other than the failure to pay the principal of 
the Debt Securities of that series that has become due solely by the declaration of acceleration, has been cured or waived as 
provided in the applicable indenture. 

For more information, see Section 802 of the applicable Debt Securities Indenture. 
The applicable Debt Securities Indenture includes provisions as to the duties of the Debt Securities Trustee in case an event of 

default occurs and is continuing. Consistent with these provisions, the Debt Securities Trustee will be under no obligation to exercise 
any of its rights or powers at the request or direction of any of the holders unless those holders have offered to the Debt Securities 
Trustee reasonable indemnity against the costs, expenses and liabilities that may be incurred by it in compliance with such request or 
direction. For more information, see Section 903 of the applicable Debt Securities Indentwe. Subject to these provisions for 
indemnification, the holders of a majority in principal amount of the outstanding Debt Securities of any series may direct the time, 
method and place of conducting any proceeding for any remedy available to the Debt Securities Trustee, or exercising any trust or 
power conferred on the Debt Securities Trustee, with respect to the Debt Securities of that series. For more inforrnation, see 
Section 8 12 of the applicable Debt Securities Indenture. 

or a trustee, or for any other remedy under the applicable indenture unless: 
No holder of Debt Securities may institute any proceeding regarding the applicable indenture, or for the appointment of a receiver 

the holder has previously given to the Debt Securities Trustee written notice of a continuing event of default of that particular 
series; 
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the holders of a majority in principal amount of the outstanding Debt Securities of all series with respect to which an event of 
default is continuing have made a written request to the Debt Securities Trustee, and have offered reasonable indemnity to the 
Debt Securities Trustee, to institute the proceeding as trustee; and 

the Debt Securities Trustee has failed to institute the proceeding, and has not received from the holders of a majority in principal 
amount of the outstanding Debt Securities of that series a direction inconsistent with the request, withm 60 days after notice, 
request and offer of reasonable indemnity. 

For more information, see Section 807 of the applicable Debt Securities Indenture. 

of the principal of or any premium or interest on the Debt Securities on or after the applicable due date stated in the Debt Securities, 
For more information, see Section 808 of the applicable Debt Securities Indenture. 

We must M s h  annually to the Debt Securities Trustee a statement by an appropriate officer as to that officer’s knowledge of our 
compliance with all conditions and covenants under each of the indentures for Debt Securities. Our compliance is to be determined 
without regard to any grace period or notice requirement under the respective indenture. For more information, see Section 606 of the 
applicable Debt Securities Indenture. 
Modification and Waiver 

supplemental indentures for any of the following purposes: 

The preceding limitations do not apply, however, to a suit instituted by a holder of a Debt Security for the enforcement of payment 

We and the Debt Securities Trustee, without the consent of the holders of the Debt Securities, may enter into one or more 

to evidence the assumption by any permitted successor of our covenants in the applicable indenture and the Debt Securities; 

to add one or more covenants or other provisions for the benefit of the holders of outstanding Debt Securities or to surrender 
any right or power conferred upon us by the applicable indenture; 

to add any additional events of default; 

to change or eliminate any provision of the applicable indenture or add any new provision to it, but if this action would 
adversely affect the interests of the holders of any particular series of Debt Securities in any material respect, the action will not 
become effective with respect to that series while any Debt Securities of that series remain outstanding under the applicable 
indenture; 

4 to provide collateral security for the Debt Securities; 

4 to establish the form or terms of Debt Securities according to the provisions of the applicable indenture; 

9 to evidence the acceptance of appointment of a successor Debt Securities Trustee under the applicable indenture with respect to 
one or more series of the Debt Securities and to add to or change any of the provisions of the applicable indenture as necessary 
to provide for trust administration under the applicable indenture by more than one trustee; 

to provide for the procedures required to permit the use of a non-certificated system of registration for any series of Debt 
Securities; 

to change any place where: 

- the principal of and any premium and interest on any Debt Securities are payable; 

- any Debt Securities may be surrendered for registration of transfer or exchange; or 
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- notices and demands to or upon us regarding Debt Securities and the applicable indentures may be served; or 

to cure any ambiguity or inconsistency, but only by means of changes or additions that wifl not adversely affect the interests of 
the holders of Debt Securities of any series in any material respect. 

For more informtion, see Section 1201 of the applicable Debt Securities Indenture. 
The holders of at least a majority in aggregate principal amount of the outstanding Debt Securities of any series may waive: 

compliance by us with certain provisions of the applicable indenture (see Section 607 of the applicable Debt Securities 
Indenture); and 

any past default under the applicable indenture, except a default in the payment of principal, premium, or interest and certain 
covenants and provisions of the applicable indenture that cannot be modified or amended without consent of the holder of each 
outstanding Debt Security of the series affected (see Section 8 13 of the applicable Debt Securities Indenture). 

The Trust Indenture Act of 1939 may be amended after the date of the applicable indenture to require changes to the indenture. In 
this event, the indenture will be deemed to have been amended so as to effect the changes, and we and the Debt Securities Trustee 
may, without the consent of any holders, enter into one or more supplemental indentures to evidence or effect the amendment. For 
more information, see Section 1201 of the applicable Debt Securities Indenture. 

Except as provided in this section, the consent of the holders of a majority in aggregate principal amount of the outstanding Debt 
Securities issued pursuant to a Debt Securities Indenture, considered as one class, is required to change in any manner the applicable 
indenture pursuant to one or more supplemental indentures. If less than all of the series of Debt Securities outstanding under a Debt 
Securities Indenture are directly affected by a proposed supplemental indenture, however, only the consent of the holders of a majority 
in aggregate principal amount of the outstanding Debt Securities of all series directly affected, considered as one class, will be 
required. Furthermore, if the Debt Securities of any series have been issued in more than one tranche and if the proposed supplemental 
indenture directly affects the rights of the holders of one or more, but not all, tranches, only the consent of the holders of a majority in 
aggregate principal amount of the outstanding Debt Securities of all tranches directly affected, considered as one class, will be 
required. In addition, an amendment or modification: 

. may not, without the consent of the holder of each outstanding Debt Security affected 

- change the matwity of the principal of, or any installment of principal of or interest on, any Debt Securities; 

- reduce the principal amount or the rate of interest, or the amount of any installment of interest, or change the method of 
calculating the rate of interest; 

- reduce any premium payable upon the redemption of the Debt Securities; 

- reduce the amount of the principal of any Debt Security originally issued at a discount from the stated principal amount 
that would be due and payable upon a declaration of acceleration of maturity; 

- change the currency or other property in which a Debt Security or premium or interest on a Debt Security is payable; or 

- impair the right to institute suit for the enforcement of any payment on or after the stated maturity, or in the case of 
redemption, on or after the redemption date, of any Debt Securities; 

may not reduce the percentage of principaI amount requirement for consent of the holders for any supplemental indenture, or for 
any waiver of compliance with any provision of or any default under 
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the applicable indenture, or reduce the requirements for quorum or voting, without the consent of the holder of each outstanding 
Debt Security of each series or tranche affected; and 

may not modify provisions of the applicable indenture relating to supplemental indentures, waivers of certain covenants and 
waivers of past defaults with respect to the Debt Securities of any series, or any tranche of a series, without the consent of the 
holder of each outstanding Debt Security affected. 

A supplemental indenture will be deemed not to affect the rights under the applicable indenture of the holders of any series or 
tranche of the Debt Securities if the supplemental indenture: 

changes or eliminates any covenant or other provision of the applicable indenture expressly included solely for the benefit of 
one or more other particular series of Debt Securities or tranches thereof; or 

modifies the rights of the holders of Debt Securities of any other series or tranches with respect to any covenant or other 
provision. 

For more information, see Section 1202 of the applicable Debt Securities Indenture. 
If we solicit from holders of the Debt Securities any type of action, we may at our option by board resolution fix in advance a 

record date for the determination of the holders entitled to vote on the action. We shall have no obligation, however, to do so. If we fix 
a record date, the action may be taken before or after the record date, but only the holders of record at the close of business on the 
record date shall be deemed to be holders for the purposes of determining whether holders of the requisite proportion of the 
outstanding Debt Securities have authorized the action. For that purpose, the outstanding Debt Securities shall be computed as of the 
record date. Any holder action shall bind every future holder of the same security and the holder of every security issued upon the 
registration of transfer of or in exchange for or in lieu of the security in respect of anythng done or permitted by the Debt Securities 
Trustee or us in reliance on that action, whether or not notation of the action is made upon the security. For more information, see 
Section 104 of the applicable Debt Securities Indenture. 
Defeasance 

Security, will be deemed to have been paid for purposes of the applicable indenture, and, at our election, our entire indebtedness in 
respect of the Debt Security, or portion thereof, will be deemed to have been satisfied and discharged, if we have irrevocably 
deposited with the Debt Securities Trustee or any paying agent other than us, in trust money, certain eligible obligations, as defined in 
the applicable indentwe, or a combination of the two, sufficient to pay principal of and any premium and interest due and to become 
due on the Debt Security or portion thereof. For more information, see Section 701 of the applicable Debt Securities Indenture. For 
this purpose, unless the applicable prospectus supplement provides otherwise, eligible obligations include direct obligations of, or 
obligations unconditionally guaranteed by, the United Sates, entitled to the benefit of full faith and credit of the United States, and 
certificates, depositary receipts or other instruments that evidence a direct ownershp interest in those obligations or in any specific 
interest or principal payments due in respect of those obligations. 
Resignation, Removal of Debt Securities Trustee; Appointment of Successor 

The Debt Securities Trustee may resign at any time by giving written notice to us or may be removed at any time by an action of 
the holders of a majority in principal amount of outstanding Debt Securities delivered to the Debt Securities Trustee and us. No 
resignation or removal of the Debt Securities Trustee and no appointment of a successor trustee will become effective until a successor 
trustee accepts appointment in accordance with the requirements of the applicable indenture. So long as no event of default or event 
that would become an event of default has occurred and is continuing, and except with respect to a Debt Securities Trustee appointed 
by an action of the holders, if we have delivered to the Debt Securities Trustee a resolution of our board of directors appointing a 
successor trustee and the 

Unless the applicable prospectus supplement provides otherwise, any Debt Security, or portion of the principal amount of a Debt 
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successor trustee has accepted the appointment in accordance with the terms of the applicable indenture, the Debt Securities Trustee 
will be deemed to have resigned and the successor trustee will be deemed to have been appointed as trustee in accordance with the 
applicable indenture. For more information, see Section 910 of the applicable Debt Securities Indenture. 
Notices 

information, see Section 106 of the applicable Debt Securities Indenture. 
Title 

registered as the absolute owner of that Debt Security, whether or not that Debt Security may be overdue, for the purpose of malung 
payment and for all other purposes. For more information, see Section 308 of the applicable Debt Securities Indenhue. 
Governing Law 

The Debt Securities Indentures and the Debt Securities, including any Subordinated Debt Securities Indentures and Subordinated 
Debt Securities, will be governed by, and construed in accordance with, the law of the State of New York. For more information, see 
Section 112 of the applicable Debt Securities Indenture. 
Relationship With the Future Trustee 

affiliates provides, and any h t u e  trustee or its affiliates may, from time to time, provide certain commercial banking, investment 
banking, and securities underwriting services to us and our affiliates. 

We will give notices to holders of Debt Securities by mail to their addresses as they appear in the Debt Security Register. For more 

The Debt Securities Trustee and its agents, and we and our agents, may treat the person in whose name a Debt Security is 

In the normal course of business, the Trustee under our Indenture (For Debt Securities), dated as of December 7,2005, OT its 

DESCRIPTION OF PREFERRED STOCK 
The following summary of the characteristics of our preferred stock is a summary and is qualified in all respects by reference to 

OUT amended articles of incorporation and bylaws, each as amended, copies of which are filed as exhibits to the registration statement 
of whch this prospectus is a part. You should carefully read each of these documents in order to fully understand the t e m  and 
provisions of our preferred stock. Reference is also made to the laws of the State of Florida. 
Gener a1 

Our authorized preferred stock consists of the following classes with the following number of authorized shares per class: 

Cumulative Prefeerred Stock - 4,000,000 shares with a par value of $1 00 per share; and 

Cumulative Preferred Stock - 5,000,000 shares with no par value. 

Our board of directors may authorize the preferred stock to be issued from time to time as one or more series of preferred stock. 
For each new series of preferred stock, the board of directors, within the limitations and restrictions stated in Article III(B) of our 
articles of incorporation, may establish the number of shares in each series and to fix the designation, powers, preferences and rights 
of each such series and the qualifications, limitations or restrictions thereof. Generally, each class of our preferred stock ranks equally 
with each other class and senior to our preference stock and our common stock. 
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$100 Cumulative Preferred Stock 

Cumulative Preferred Stock”). We currently have the following five designated series of $100 Cumulative Preferred Stock with the 
corresponding number of authorized and outstanding shares as of September 30, 2005: (i) 40,000 shares of 4.00% Series authorized, 
39,980 shares outstanding; (ii) 40,000 shares of 4.60% Series authorized, 39,997 shares outstanding; (iii) 80,000 shares of 4.75% 
Series authorized and outstanding; (iv) 75,000 shares of 4.40% Series authorized and outstanding; and (v) 100,000 shares of 4.58% 
Series authorized, 99,990 shares outstanding. All of our other previously designated series of $100 Cumulative Preferred Stock have 
been redeemed or retired. The terms of the $1 00 Cumulative Preferred Stock generally include: 

Our articles of incorporation authorize 4,000,000 shares of Cumulative Preferred Stock with a par value of $100 per share (‘4$100 

cumulative quarterly dividends of a rate fixed by the board of directors at the time the series is issued. Currently, the five 
separate series of outstanding $100 Cumulative Preferred Stock have the following dividend rates: 

- $100 Cumulative Preferred Stock, 4.00% Series - 4.00% per annum; 

- $100 Cumulative Preferred Stock, 4.60% Series - 4.60% per annum; 

- $100 Cumulative Preferred Stock, 4.75% Series - 4.75% per annum; 

- $100 Cumulative Preferred Stock, 4.40% Series - 4.40% per annum; and 

- $100 Cumulative Preferred Stock, 4.58% Series - 4.58% per annum; 

a liquidation preference, which may vary depending on whether the liquidation is voluntary or involuntary. The holders of each 
series of $100 Cumulative Preferred Stock will be entitled to receive: (i) in the event of an involuntary liquidation, the par or 
stated value of the shares of the series, plus all accrued and unpaid dividends; or (ii) in the event of a voluntary liquidation, the 
redemption price fixed by the board of directors at the time the series was issued, or in the event the shares of a particular series 
are not then redeemable, the amount specified in the foregoing cause (i); and 

redemption rights at a price per share fixed by the board of directors at the time the series is issued. Currently, the five separate 
series of outstanding $100 Cumulative Preferred Stock have the following redemption prices: 

- $100 Cumulative Preferred Stock, 4.00% Series - $104.25 per share, plus accrued and unpaid dividends; 

- $100 Cumulative Preferred Stock, 4.60% Series - $103.25 per share, plus accrued and unpaid dividends; 

- $100 Cumulative Preferred Stock, 4.75% Series - $102.00 per share, plus accrued and unpaid dividends; 

- $100 Cumulative Preferred Stock, 4.40% Series - $102.00 per share, plus accrued and unpaid dividends; and 

- $100 Cumulative Preferred Stock, 4.58% Series - $101.00 per share, plus accrued and unpaid dividends. 

No Par Cumulative Preferred Stock 

Preferred Stock”), none of which are outstanding as of the date of this prospectus. The terms of the No Par Cumulative Preferred 
Stock generally include: 

Our articles of incorporation authorize 5,000,000 shares of Cumulative Preferred Stock with no par value (“NO Par Cumulative 

cumulative quarterly dividends of a rate fmed by the board of directors at the time the series is issued; and 
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a liquidation preference, which may vary depending on whether the liquidation is voluntary or involuntary. The holders of each 
series of No Par Cumulative Preferred Stock will be entitled tu receive: (i) in the event of an involuntary liquidation, the par or 
stated value of the shares of the series, plus all accrued and unpaid dividends; or (ii) in the event of a voluntary liquidation, the 
redemption price fixed by the board of directors at the time the series was issued, or in the event the shares of a particular series 
are not then redeemable, the amount specified in the foregoing cause (i). 

Prior to the issuance of any shares of No Par Cumulative Preferred Stock, the board of directors shall establish a stated value for 
the shares of each series. This stated value cannot exceed the lesser of $100 per share or the consideration to be received for each 
share. 
Certain Voting Rights of Preferred Stock Holders 

or as specifically required under our amended articles of incorporation. In the event that we have not made distributions with respect 
to any of OUT preferred stock for a period of at least four quarters, until all dividends accumulated through the current dividend period 
have been paid, our articles of incorporation permit the holders of our preferred stock to elect a majority of the directors to our board 
of directors. Additionally, our amended articles of incorporation permit the holders of our preferred stock to vote on certain 
amendments to om amended articles of incorporation that materially and adversely affect the rights, preferences, or privileges of the 
preferred stock. When entitled to vote, each share of our $100 Cumulative Preferred Stock and No Par Cumulative Preferred Stock 
having a stated value of $100 per share is generally entitled to one vote per share, while each share of No Par Cumulative Preferred 
Stock having a stated value less than $100 per share is generally entitled to that fraction of a vote per share equal to the quotient of a 
fxaction, the numerator of which is the stated value of the share and the denominator of which is $100. In the event the holders of our 
preferred stock acquire the right to elect directors as set forth above, such holders are entitled to cumulate their votes in the election of 
the directors. 
Dividend Restrictions and Certain Covenants 

payment, we cannot: 

Holders of our preferred stock do not have a right to vote in elections of directors or on any other matter, except as required by law 

Unless dividends on all outstanding shares of each series of our preferred stock shall have been paid, or declared and set aside for 

pay or declare dividends (other than dividends payable in common stock or any other stock subordinate to our preferred stock) 
on, or make any other distribution on, OUT common stock or any other stock subordinate to OUT preferred stock; or 

. purchase or otherwise acquire for value our comrnon stock or any other stock subordinate to OUT preferred stock. 

So long as any shares of OUT preferred stock are outstanding, we cannot pay any dividends on (other than dividends payable in 
common stock or any other stock subordinate to our preferred stock), make any distribution on, or purchase or otherwise acquire for 
value, any of ow common stock or other stock subordinate to our preferred stock, if after giving effect to such dividend, distribution 
or purchase, the aggregate amount of such dividends, distributions or purchases paid or made since April 30, 1944 exceeds the sum of 

all credits to earned surplus since April 30, 1944; and 

all amounts credited to capital swplus since April 30, 1944, arising from the donation of cash or securities (other than securities 
junior to our preferred stock as to assets and dividends) to us or transfers of amounts from earned surplus to capital surplus. 

In addition, so long as any shares of our preferred stock are outstanding: 
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if and so long as our c o m o n  stock equity (as defined below) at the end of the calendar month immediately preceding the date 
on which a dividend on OUT common stock is declared is, or as a result of such dividend would become, less than 20% of our 
total Capitalization (as defmed below), we shall not declare dividends on ow common stock in an amount which, together with 
all other dividends on our common stock declared withm the year ending on the date of such dividend declaration, exceeds 50% 
of the net income of the corporation available for dividends on c o m o n  stock (as defined below) for the 12 months immediately 
preceding the month in which such dividend is declared; 

if and so long as our c o m o n  stock equity at the end of the calendar month immediately preceding the date on which a dividend 
on our common stock is declared is, or as a result of such dividend would become, less than 25%, but not less than 20%, of our 
total capitalization, we shall not declare dividends on our common stock in an amount which, together with all other dividends 
on our common stock declared within the year ending on the date of such dividend declaration, exceeds 75% of the net income 
of the corporation available for dividends on common stock for the 12 months immediately preceding the month in which such 
dividend is declared; and 

at any time when our common stock equity is 25% or more of total capitalization, we may not pay dividends on shares of our 
c o m o n  stock which would reduce cornrnon stock equity below 25% of total capitalization; provided, however, that even 
though the payment of such dividends would reduce our common stock equity below 25% of total capitalization, we may declare 
such dividends to the extent that the same, together with all dividends on our common stock declared withm the year ending on 
the date of such dividend declaration do not exceed 75% of our net income available for dividends on common stock for the 
12 months immediately preceding the month in which such dividends are declared. 

So long as any shares of OUT preferred stock are outstanding, we cannot, without the consent of the holders of the shares of our 
preferred stock entitled to cast at least two-thirds of the votes thereon: 

create or authorize any kind of stock ranking prior to or on a parity with any of our preferred stock as to assets or dividends, or 
create or authorize any security convertible into shares of such stock; or 

9 amend, alter, change or repeal any of the terms of any of our preferred stock then outstanding in a manner prejudicial to the 
holders thereof; provided, however, that if any such amendment, alteration, change or repeal would be prejudicial to the holders 
of shares of one or more, but not all, of the series of our preferred stock, such consent shall be required only fiom the holders of 
at least two-thirds of the series so affected. 

So long as any shares of our preferred stock are outstanding, we cannot, without the consent of the holders of the shares of our 
preferred stock entitled to cast at least a majority of the votes thereon: 

9 increase the total authorized amount of our preferred stock; 

issue any shares of our preferred stock, unless for any period of 12 consecutive calendar months within the 15 calendar months 
immediately preceding the month of issuance: 

. OUT net earnings applicable to the payment of dividends on shares of our preferred stock is at least two times the annual 
dividend requirements on all shares of our preferred stock to be outstanding immediately after the proposed issuance 
(excluding fiom the foregoing calculation all stock to be retired in connection with the proposed issuance); and 

our net eamings available for the payment of interest charges on our indebtedness is at least one and one-half times the sum 
of (i) the annual interest charges on our indebtedness and (ii) the annual dividend requirements on all shares of our preferred 
stock to be outstanding immediately after the proposed issuance (excluding from the foregoing calculation all indebtedness 
and stock to be retired in connection with the proposed issuance); 



issue or incur additional indebtedness maturing more than 12 months from the date of issue, or issue any additional shares of 
preferred stock, unless immediately after such issuance, the aggregate of the principal amount of indebtedness then maturing in 
more than 12 months and the par value or stated value of preferred stock then outstanding shall be less than 75% of our total 
capitalization; 

issue any shares of our preferred stock, unless the aggregate of our capital applicable to our common stock and our surplus is 
not less than the amount payable upon involuntary dissolution to the holders of our preferred stock to be outstanding 
immediately after the proposed issuance (excluding from the foregoing calculation stock to be retired in connection with the 
proposed issuance); provided that no portion of our surplus used to meet the requirements of the foregoing calculation shall be 
available for dividends or distributions upon our common stock after such issuance and until such shares or a like number of 
other shares of our preferred stock shall have been retired; or 

merge or consolidate with or into any other corporation; provided that this restriction shall not apply to a merger pursuant to any 
provision of law which authorizes us, without shareholder action, to be the surviving party if the terms of the merger do not alter 
the provisions of our amended articles of incorporation (except as to our corporate name) nor otherwise affect our outstanding 
shares. 

As used herein under the caption “Description of Preferred Stock - Dividend Restrictions and Certain Covenants”, the following 
terms shall have the meanings set forth below. 

The term “common stock equity” shall mean the sum of the amount of the par or stated value of the issued and outstanding 
shares of our comrnon stock and the surplus (including capital or paid-in surplus) and premium on our common stock, less the 
amount known, or estimated if not known, to represent the excess, if any, of recorded value over original cost of used and useful 
utility plant and other property, and less any items set forth on the asset side of the balance sheet as a result of accounting 
convention such as unamortized debt discount and expense, capital stock discount and expense, and the aggregate, if any, of all 
accrued and unpaid dividends upon all outstanding shares of all series of our preferred stock, unless such amount or items to be 
deducted in the determination of common stock equity are provided for by reserves. 

The term “total capitalization” shall mean the aggregate of the par or stated value of the issued and outstanding shares of all 
classes of our stock and the surplus (including capital or paid-in surplus) and premium on our capital stock, plus the principal 
amount of all outstanding debt maturing more than 12 months from the date of the determination of total capitalization. 

- The term “dividends on common stock” shall include dividends or other distributions on or the purchase or other acquisition for 
value of shares of our c u m o n  stock, but shall not include dividends payable solely in shares of our common stock. 

. The term “net income of the corporation available for dividends on capital stock” for any 12 month period shall mean an 
amount equal to the sum of the operating revenues and income from investments and other miscellaneous income for such 
period, less all accrued operating expenses for such period, including maintenance and provision for depreciation or retirements, 
income and excess profits and other taxes, interest charges, and amortization charges, all as shall be determined in accordance 
with generally accepted accounting principles, and less also current and accrued dividends on all outstanding shares of our stock 
ranlung prior to our common stock as to dividends or assets. 

Transfer Agent 
The transfer agent and registrar for the 4.00% Series, 4.60% Series, 4.75% Series, 4.40% Series, and 4.58% Series of our $100 

Cumulative Preferred Stock is Computershare (formerly EquiServe). The transfer agent and registrar for our other series of preferred 
stock will be set forth in the applicable prospectus supplement. 
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Future Series of Preferred Stock 

All shares of preferred stock of all series shall be of equal rank and all shares of any particular series of preferred stock shall be 
identical, except as to the date or dates from which dividends thereon shall be cumulative, For each new series of preferred stock, the 
board of directors, withn the limitations and restrictions stated in Article III(B) of our articles of incorporation, may establish: 

Our board of directors may authorize the preferred stock to be issued from time to time as one or more series of prefened stock. 

. the number of shares in each series; 

the annual dividend rate; 

the date from which dividends shall be cumulative; 

the redemption price(s) (if any); 

the time(s) and the amount of shares and other terms with respect to the redemption of shares; 

any sinking fund provisions; 

the conversion, participating or other special rights; and 

the qualifications, limitations or restrictions thereof. 

GLOBAL, SECURITIES 
We may issue some or all of our securities of any series as global securities. We will register each global security in the name of a 

depositary identified in the applicable prospectus supplement. The global securities will be deposited with a depositary or nominee or 
custodian for the depositary and will bear a legend regarding restrictions on exchanges and registration of transfer as discussed below 
and any other matters to be provided pursuant to the indenture. 

As long as the depositary or its nominee is the registered holder of a global security, that person will be considered the sole owner 
and holder of the global security and the securities represented by it for all purposes under the securities and the indenture. Except in 
limited circumstances, owners of a beneficial interest in a global security: 

will not be entitled to have the global security or any securities represented by it registered in their names; 

. will not receive or be entitled to receive physical delivery of certificated securities in exchange for the global security; and 

will not be considered to be the owners or holders of the global security or any securities represented by it for any purposes 
under the securities or the indenture. 

We will make all payments of principal and any premium and interest on a global security to the depositary or its nominee as the 
holder of the global security. The laws of some jurisdictions require that certain purchasers of securities take physical delivery of 
securities in definitive form. These laws may impair the ability to transfer beneficial interests in a global security. 

nominee, called “participants” for purposes of this discussion, and to persons that hold beneficial interests through participants. When 
a global security is issued, the depositary will credit on its book entry, registration and transfer system the principal amounts of 
securities represented by the global security tu the accounts of its participants. Ownership of beneficial interests in a global security 
will be shown only on, and the transfer of those ownership interests will be effected only through, records maintained by: 

Ownership of beneficial interests in a global security will be limited to institutions having accounts with the depositary or its 

the depositary, with respect to participants’ interests; or 



any participant, with respect to interests of persons held by the participants on their behalf. 

Payments by participants to owners of beneficial interests held through the participants will be the responsibility of the 
participants. The depositary may from time to time adopt various policies and procedures governing payments, transfers, exchanges 
and other matters relating to beneficial interests in a global security. None of the following will have any responsibility or liability for 
any aspect of the depositary’s or any participant’s records relating to, or for payments made on account of, beneficial interests in a 
global security, or for maintaining, supemiskg or reviewing any records relating to those beneficial interests: 

us or our affiliates; 

the trustee under any indenture; or 

any agent of any of the above. 

PLAN OF DISTRIBUTION 
Unless the applicable prospectus supplement provides otherwise, we expect to sell the securities in any of three ways: 

through underwriters or dealers; 

directly through a limited number of institutional purchasers or to a single purchaser; or 

through agents. 

The applicable prospectus supplement will set forth the terms under which the securities are offered, including: 

the names of any underwriters, dealers or agents; 

the purchase price and the net proceeds to us from the sale; 

any underwriting discounts and other items constituting underwriters ’ compensation; 

any initial public offering price; and 

any discounts or concessions allowed, re-allowed or paid to dealers. 

We or any underwriters or dealers may change from time to time any initial public offering price and any discounts or concessions 
allowed or re-allowed or paid to dealers. 

If we use underwriters in the sale, the securities will be acquired by the underwriters for their own account and may be resold in 
one or more transactions, including negotiated transactions, at a fixed public offering price or at varying prices determined at the time 
of the sale. Unless the applicable prospectus supplement states otherwise, the obligations of the underwriters to purchase the securities 
will be subject to certain conditions, and the underwriters will be severally obligated to purchase all of the securities, except that in 
certain cases involving a default by an underwriter, less than all of the securities may be purchased. If we sell securities through an 
agent, the applicable prospectus supplement will state the name and any commission payable by us to the agent. Unless the prospectus 
supplement provides otherwise, any agent acting for us will be acting on a best efforts basis for the period of its appointment. 

The applicable prospectus supplement will state whether we will authorize agents, underwriters or dealers to solicit offers by 
certain specified institutions to purchase securities at the public offering price set forth in the prospectus supplement pursuant to 
delayed delivery contracts providing for payment and delivery on a specified future date. These contracts will be subject to the 
conditions set forth in the prospectus supplement. Additionally, the prospectus supplement will set forth the commission payable for 
solicitation of these contracts. 
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Agents and underwriters may be entitled, under agreements with us, to indemnification by us against certain civil liabilities, 
including liabilities under the Securities Act of 1933. 

EXPERTS 
The financial statements and the related financial statement schedule incorporated in this prospectus by reference from Florida 

Power Corporation d/b/a Progress Energy Florida, Inc.’s Annual Report on Form 10-K for the year ended December 31,2004 have 
been audited by Deloitte & Touche LLP, an independent registered public accounting fm, as stated in their reports, which are 
incorporated by reference herein (which report on the financial statements expresses an unqualified opinion and includes an 
explanatory paragraph concerning the adoption of a new accounting principle in 2003), and have been so incorporated in reliance upon 
the reports of such firm given upon their authority as experts in accounting and auditing. 

LEGAL MATTERS 
Unless the applicable prospectus supplement provides otherwise, R. Alexander Glenn, Deputy General Counsel of Progress 

Energy Service Company, LLC, and Hunton & Williams LLP, our outside counsel, will issue opinions about the legality of the offered 
securities for us. Unless the applicable prospectus supplement provides otherwise, any underwriters or agents will be advised about 
issues relating to any offering by their legal counsel, Dewey Ballantine LLP of New York, New York. As of November 30, 2005, 
Mr. Glenn owned 6 14 shares of Progress Energy, Inc. common stock. Mr. Glenn is acquiring additional shares of Progress Energy, 
Inc. common stock at regular intervals as a participant in the Progress Energy 40 l(k) Savings & Stock Ownership Plan. 
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PART I1 
INFORMATION NOT REQUIRED IN PROSPECTUS 

Item 14. Other Expenses of Issuance and Distribution. 
Estimated 

Item Total 

Securities and Exchange Commission registration fee $ 117,700.00 
Florida Documentary Stamp and Intangible Taxes $ 3,000,000.00 
Rating agencies’ fees $ 700,000,OO 
Trustees ’ fees $ 150,000.00 
Counsels’ fees $ 350,000.00 
Accountants’ fees 100,000.00 

Blue Skv fees 25,000.00 
~ 

- 4  

Miscellaneous $ 25;OOO. 00 
Total s 4,527,700.00 

All amounts other than the registration fee are estimated. The amount set forth for the Florida Documentary Stamp and Intangible 
Taxes assumes that only First Mortgage Bonds are issued for the full amount set forth in the fee table on the cover page of t h s  
registration statement. 

Item 15. Indemnification of Directors and Officers. 

The Florida Business Corporation Act, as amended (the “Florida Act”), provides that, in general, a business corporation may 
indemnify any person who is or was a party to any proceeding (other than an action by, or in the right of, the corporation) by reason of 
the fact that he or she is or was a director or officer of the corporation, against liability incurred in connection with such proceeding, 
provided certain standards are met, including that such officer or director acted in good faith and in a manner reasonably believed to 
be in, or not opposed to, the best interests of the corporation, and provided M h e r  that, with respect to any criminal action or 
proceeding, the officer or director had no reasonable cause to believe his or her conduct was unlawful. 

indemnify any person who was or is a party to such proceeding by reason of the fact that he or she is or was a director or officer of the 
corporation against expenses and amounts paid in settlement actually and reasonably incurred in connection with the defense or 
settlement of such proceeding, including the appeal thereof, provided that such person acted in good faith and in a manner he or she 
reasonably believed to be in, or not opposed to, the best interest of the corporation, and provided further that no indemnification shall 
be made in respect of any claim as to which such person is adjudged liable unless, and only to the extent that, a court of competent 
jurisdiction determines upon application that, despite the adjudication of liability, such person is fairly and reasonably entitled to 
indemnity. 

To the extent that any officers or directors are successful on the merits or otherwise in the defense of any of the proceedings 
described above, the Florida Act provides that the corporation is required to indemnify such officers or directors against expenses 
actually and reasonably incurred in connection therewith. However, the Florida Act further provides that, in general> indemnification 
or advancement of expenses shall not be made to or on behalf of any officer or director if a judgment or other final adjudication 
establishes that his or her actions, or omissions to act, were material to the cause of action so adjudicated and constitute: (i) a violation 
of the criminal law, unless the director or officer had reasonable cause to believe his or her conduct was lawful or had no reasonable 
cause to believe it was unlawful; (ii) a transaction from which the director or officer derived an improper personal benefit; (iii) in the 
case of a director, a circumstance under whch the director has voted for or assented to a distribution made in 
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In the case of proceedings by or in the right of the corporation, the Florida Act provides that, in general, a corporation may 



violation of the Florida Act or the corporation’s articles of incorporation; or (iv) willful misconduct OT a conscious disregard for the 
best interest of the corporation in a proceeding by or in the right of the corporation to procure a judgment in its favor or in a 
proceeding by or in the right ofa  shareholder. 

employee to the full extent permitted by law. 

the statutory provisions referred to above. Our directors and officers are also insured against certain liabilities, including certain 
liabilities arising under the Securities Act of 1933, that might be incurred by them in such capacities and against which they are not 
indemnified by us. 

Article 10 of  our By-laws provides that we shall indemnify any director, officer or employee or any former director, officer or 

Progress Energy, Inc, our parent, has purchased insurance with respect to, among other things, the liabilities that may arise under 

Item 16. Exhibits 

Form of Underwriting Agreement for First Mortgage Bonds. 
Form of Underwriting Agreement for Debt Securities. 
Form of Underwriting Agreement for Preferred Stock. 
Amended Articles of Incorporation of Florida Power, as amended (filed as E h b i t  3(a) to Annual 
Report on Form 10-K for the year ended December 3 1, 1991 (No. 1-3274), as filed with the SEC 
on March 30, 1992). 
Bylaws of Florida Power, as amended (filed as Exhibit 3(d) to Annual Report on Form 10-K for 
the year ended December 3 1,2004 (No. 1-3274), as filed with the SEC on March 16, 2005). 
Indenture (for First Mortgage Bonds), dated as of January 1 , 1944 (the ‘FMB Indenture”), 

between Florida Power and Guaranty Trust Company of New York and The Florida National 
Bank of Jacksonville, as Trustees. (filed as Exhbit B-18 to Florida Power’s Registration 
Statement on Form A-2 (No. 2-5293), as filed with the SEC on January 24, 1944). 
Seventh Supplemental Indenture, dated i ts  of 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 FMB Indenture (filed as Exhibit 4(b) to 
Florida Power’s Registration Statement on Form S-3 (No. 33-16788), as filed with the SEC on 
September 27, 199 1). 
Eighth supplemental Indenture, dated as of 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 FMB Indenture. (filed as Exhibit 4(c) to 
Florida Power’s Registration Statement on Form S-3 (No. 33-16788), as filed with the SEC on 
September 27, 199 1). 
Sixteenth Supplemental Indenture, dated as of 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 FMB Indenture. (filed as 
Exhibit 4(d) to Florida Power’s Registration Statement on Form S-3 (No. 33-1 6788), as filed with 
the SEC on September 27, 199 1). 
Twenty-Ninth Supplemental Indenture, dated as 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 FMB Indenture. (filed as Exhibit 4(c) to 
Florida Power’s Registration Statement on Form S-3 (No. 2-79832), as filed with the SEC on 
September 17, 1982). 
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Exhibit 
Number 

I *4(f) 

*4(i) 

"40') 

""5 
12 

**23(b) 
""24 
* * 2 5 (a) 

23b) 

*25(b) 

Thuty-Eighth Supplemental Indenture, dated as of July 25, 1994, between Florida Power and 
First Chcago 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 FMB 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). 
Fortieth Supplemental Indenture, dated as of July I, 2002, between Florida Power and First 
Chicago Trust Company of New York, as Trustee, with reference to the reservation of the right 
to certain future amendments to the FMB Indenture (filed as Exhibit 4 to Florida Power's Form 
8-K (No. 1-3274), as filed with the SEC on February 18,2003). 
Forty-Second Supplemental Indenture, dated as of April 1,2003, fiom Progress Energy Florida, 
Inc. to First Chicago Trust Company of New York (Resigning Trustee) and Bank One, N.A. 
(Successor Trustee), with reference to confinnation of Bank One, N.A. as successor Trustee 
under the FMB Indenture (filed as Exhibit 4 to Quarterly Report on F o m  10-Q for the quarter 
ended June 30,2003 (No. 1-3274), as filed with the SEC on August 11,2003). 
Forty-Fourth Supplemental Indenture, dated as of August 1,2004 from Progress Energy 
Florida, Inc. to JFMorgan Chase Bank, as Trustee, with reference to the modification and 
amendment of the FMB Indenture. (filed as Exhibit 4(m) to Annual Report on Form 10-K (No. 
1-3274), as filed with the SEC on March 16,2005). 
Forty-Fif~ Supplemental Indenture, dated as of May I, 2005 from Progress Energy Florida, 
Inc. to JPMorgan Chase Bank, N.A., with reference to JFMorgan Chase Bank, NA becoming 
successor to JPMorgan Chase Bank and successor Trustee under the FMB Indenture (filed as 
Exhibit 4 to Current Report on Form 8-K (No. 1-3274), as filed with the SEC on May 16, 2005). 
Form of Supplemental Indenture relating to First Mortgage Bonds (filed as E h b i t  4(g) to 
Florida Power's Registration Statement on Form 5-3 (No. 333-63204), as filed with the SEC on 
June 15,2001). 
Indenture (For Debt Securities), dated as of December 7,2005, between Florida Power and 
J.P. Morgan Trust Company, National Association, as Trustee (filed as Exhibit 4(a) to Florida 
Power's Form 8-K (No. 1-32741, as filed with the SEC on December 13,2005). 
Form of Indenture relating to Debt Securities (filed as Exhibit 4(h) to Florida Power's 
Registration Statement on Form S-3 (No. 333-63204), as filed with the SEC on June 15, 2001). 
Description of Preferred Stock and the rights of the holders thereof (as set forth in Article III(B) 
of the Amended Arhcles of Incorporation of Florida Power, as amended, and Articles 2, 7, and 9 
of the Bylaws of Florida Power, as amended, each incorporated by  reference in Exhibits 3(a) 
and 3(b), respectively, hereto). 
Opinion of Hunton & Williams LLP. 
Computation of Ratio of Earnings to Fixed Charges. 
Consent of Deloitte & Touche LLP. 
The consent of Hunton & Williams LLP is contained in its opinion filed as Exhibit 5. 
The Power of Attorney is contained on the signature page of this Registration Statement. 
Form T-1 Statement of Eligibility under the Trust Indenture Act of 1939 of JPMorgan Chase 

Bank, N.A., as successor Trustee under the FMB Indenture relating to First Mortgage Bonds. 
Form T-1 Statement of Eligibility under the Trust Indenture Act of 1939 of J.P. Morgan Trust 
Company, National Association, as Trustee under the Indenture (For Debt Securities) (filed 
pursuant to section 305(b)(2) on December 8,2005). 
Form T-1 Statement of Eligibility under the Trust Indenture Act of 1939 of the Trustee under 
an additional indenture relating to Debt Securities. 

* Incorporated herein by reference as indicated. 
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** Previously filed on July 28,2005. 

7 To be filed on Form T-1 (or an appropriate successor form) subsequent to effectiveness of this Registration Statement and 
incorporated by reference. 

Item 17. Undertakings. 

(a) The undersigned registrant hereby undertakes: 

1. To file, during any period in which offers or sales are being made, a post-effective amendment to this registration statement: 

(i) To include any prospectus required by Section 10(a)(3) of the Securities Act of 1933; 

(ii) To reflect in the prospectus any facts or events arising after the effective date of the registration statement (or the most 
recent post-effective amendment thereof) which, individually or in the aggregate, represent a fimdamental change in the 
information set forth in the registration statement. Notwithstanding the foregoing, any increase or decrease in volume of 
securities offered (if the total dollar value of securities offered would not exceed that which was registered) and any deviation 
from the low or high and of the estimated maximum offering range may be reflected in the form of prospectus filed with the 
SEC pursuant to Rule 424(b), if, in the aggregate, the changes in volume and price represent no more than 20 percent change 
in the maximum aggregate offering price set forth in the “Calculation of Registration Fee” table in the effective registration 
statement. 

(iii) To include any material information with respect to the plan of distribution not previously disclosed in the registration 
statement or any material change to such information in the registration statement; 

provided, however, that paragraphs (a)( l)(i), (a)( l)(ii) and (a)( l)(iii) of t h s  section do not apply if the information required to be 
included in a post-effective amendment by those paragraphs is contained in reports filed with or fwnished to the SEC by the 
registrant pursuant to section 13 or section 15(d) of the Securities Exchange Act of 1934 that are incorporated by reference in the 
registration statement, or is contained in a form of prospectus filed pursuant to Rule 424(b) that is part of the registration 
statement. 

2. That, for the purpose of determining any liability under the Securities Act of 1933, each such post effective amendment 
shall be deemed to be a new registration statement relating to the securities offered therein, and the offering of such securities at 
that time shall be deemed to be the initial bona fide offering thereof. 

3, To remove from registration by means of a post-effective amendment any of the securities being registered which remain 
unsold at the termination of the offering. 

4. That, for the purpose of determining liability under the Securities Act of 1933 to any purchaser: 

(i) Each prospectus filed by the registrant pursuant to Rule 424(b)(3) shall be deemed to be part of the registration 
statement as of the date the filed prospectus was deemed part of and included in the registration statement; and 

(ii) Each prospectus required to be filed pursuant to Rule 424(b)(2), (b)(5), or (b)(7) as part of a registration statement in 
reliance on Rule 430B relating to an offering made pursuant to Rule 4 15(a>( l)(i), (vii), or (x) for the purpose of providing the 
information required by section lO(a) of the Securities Act of 1933 shall be deemed to be part of and included in the 
registration statement as of the earlier of the date such form of prospectus is first used after effectiveness or the date of the first 
contract of sale of securities in the offering described in the prospectus. As provided in Rule 430B, for liability purposes of the 
issuer and any person that is at that date an underwriter, such date shall be deemed to be a new effective date of the 
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registration statement relating to the securities in the registration statement to which that prospectus relates, and the offering 
of such securities at that time shall be deemed to be the initial bona fide offering thereof. Provided, however, that no statement 
made in a registration statement or prospectus that is part of the registration statement or made in a document incorporated or 
deemed incorporated by reference into the registration statement or prospectus that is part of the registration statement will, as 
to a purchaser with a time of contract of sale prior to such effective date, supersede or modify any statement that was made in 
the registration statement or prospectus that was part of the registration statement or made in any such document immediately 
prior to such effective date. 

5.  That, for the purpose of determining liability of the registrant under the Securities Act of 1933 to any purchaser in the initial 
distribution of the securities: 

The undersigned registrant undertakes that in a primary offering of securities of the undersigned registrant pursuant to this 
registration statement, regardless of the underwriting method used to sell the securities to the purchaser, if the securities are 
offered or sold to such purchaser by means of any of the following communications, the undersigned registrant will be a seller to 
the purchaser and will be considered to offer or sell such securities to such purchaser: 

(i) Any preliminary prospectus or prospectus of the undersigned registrant relating to the offering required to be filed 
pursuant to Rule 424; 

(ii) Any free writing prospectus relating to the offering prepared by or on behalf of the undersigned registrant or used or 
referred to by the undersigned registrant; 

(iii) The portion of any other free writing prospectus relating to the offering containing material information about the 
undersigned registrant or its securities provided by or on behalf of the undersigned registrant; and 

(iv) Any other communication that is an offer in the offering made by the undersigned registrant to the purchaser. 

(b) The undersigned registrant hereby undertakes that, for purposes of determining any liability under the Securities Act of 1933, 
each filing of the registrant’s annual report pursuant to Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934 that is 
incorporated by reference in this registration statement shall be deemed to be a new registration statement relating to the securities 
offered herein, and the offering of such securities at that time shall be deemed to be the initial bona fide offering thereof, 

(c) Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors, officers and 
controlling persons of the registrant pursuant to the provisions described under Item 15 above, or otherwise, the registrant has been 
advised that in the opinion of the Securities and Exchange Commission such indemnification is against public policy as expressed in 
the Act and is, therefore, unenforceable. In the event that a claim for indemnification against such liabilities (other than the payment 
by the registrant of expenses incurred or paid by a director, officer or controlling person of the registrant in the successful defense of 
any action, suit or proceeding) is asserted by such director, officer or controlling person in connection with the securities being 
registered, the registrant will, unless in the opinion of its counsel the matter has been settled by controlling precedent, submit to a 
court of appropriate jurisdiction the question whether such indemnification by it is against public policy as expressed in the Act and 
will be governed by the final adjudication of such issue. 
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(d) The undersigned registrant hereby undertakes to file an application for the purpose of determining the eligibility of the trustee 
under the Indenture to act under subsection (a) of Section 3 10 of the Trust Indenture Act in accordance with the rules and regulations 
prescribed by the Securities and Exchange Commission under Section 305(b)(2) of the Trust Indenture Act. 
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SIGNATURES 
Pursuant to the requirements of the Securities Act of 1933, Florida Power Corporation d/b/a Progress Energy Florida, h c .  certifies 

that it has reasonable grounds to believe that it meets all of the requirements for filing on Form S-3 and has duly caused th s  
registration statement to be signed on its behalf by the undersigned, thereunto duly authorized, in the City of Raleigh, State of North 
Carolina, on the 22nd day of December, 2005. 

Florida Power Corporation 
d/b/a Progress Energy Florida, Inc. 

By: /s/H. William Habermeyer, Jr. 

H. William Habermeyer, Jr. 
President and Chief Executive Oficer 

Pursuant to the requirements of the Securities Act of 1933, as amended, h s  registration statement has been signed by the 
following persons in the capacities and on the dates indicated: 

Signature 

/s/ H. William Habermeyer, Jr. 

H. William Habermeyer, Jr. 

/s/ Peter M. Scott I11 

Peter M. Scott 111 

/ s i  Jefiey M. Stone 

Jeffrey M. Stone 

/s/ Robert B. McGehee* 

Robert B. McGehee 

l s l  Fred N. Day IV* 

Fred N. Day IV 

/s/ William D. Johnson" 

William D. Johnson 

/s/ Frank A. Schiller 

Frank A. Schiller, as 
Attorney- in- fac t 

Title 

President, Chief Executive Officer and 
Director 

Executive Vice President, Chief 
Financial Officer, and Director 

Chief Accounting Officer 

Chairman of the Board 

Executive Vice President and Director 

Executive Vice President and Director 

*By: 

Date 

December 22,2005 

December 22,2005 

December 22,2005 

December 22,2005 

December 22,2005 

December 22,2005 

11-7 



INDEX TO EXHIBITS 

Form of Underwriting Agreement for First Mortgage Bonds. 
Form of Underwriting Agreement for Debt Securities. 
Form of Underwriting Agreement for Preferred Stock. 
Amended Articles of Incorporation of Florida Power, as amended (filed as Exhibit 3(a) to Annual Report 
on Form 10-K for the year ended December 31, 1991 (No. 1-3274), as filed with the SEC on March 30, 
1992). 
Bylaws of Florida Power, as amended (filed as Exlubit 3(d) to Annual Report on Form 10-K for the year 
ended December 3 1,2004 (No. 1-3274), as filed with the SEC on March 16,2005). 
Indenture (for First Mortgage Bonds), dated as of January 1, 1944 (the ‘FMB 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), as filed with the SEC on January 24, 1944). 
Seventh Supplemental Indenture, dated as of July I ,  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 FMB Indenture (filed as Exhlbit 4(b) to Florida Power’s Registration 
Statement on Form S-3 (No. 33-16788), as filled with the SEC on September 27, 1991). 
Eighth Supplemental Indenture, dated as of 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 FMB Indenture. (filed as Exhibit 4(c) to Florida Power’s Registration 
Statement on Fonn S-3 (No. 33-16788), as filed with the SEC on September 27, 1991). 
Sixteenth Supplemental Indenture, dated as of 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 FMB Indenture. (filed as Exhibit 4(d) to Florida 
Power’s Registration Statement on Form S-3 (No. 33-167881, as filed with the SEC on September 27, 
199 1). 
Twenty-Ninth Supplemental Indenture, dated as 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 FMB Indenture. (filed as Exhibit 4(c) to Florida Power’s 
Registration Statement on Form S-3 (No. 2-798321, as filed with the SEC on September 17, 1982). 
Thrty-Eighth Supplemental Indenture, dated as of July 25, 1994, between Florida Power and First 
Chcago 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 
FMB 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). 
Fortieth Supplemental Indenture, dated as of July 1,  2002, between Florida Power and First Chicago 
Trust Company of New York, as Trustee, with reference to the reservation of the right to certain future 
amendments to the FMB Indenture (filed as Exhibit 4 to Florida Power’s Form 8-K (No. 1-3274), as filed 
with the SEC on February 18,2003). 
Forty-Second Supplemental Indenture, dated as of April 1,2003, from Progress Energy Florida, Inc. to 
First Chicago Trust Company of New York (Resigning Trustee) and Bank One, N.A. (Successor 
Trustee), with reference to c o d m t i o n  of Bank One, N.A. as successor Trustee under the FMB 
Indenture (filed as Exhibit 4 to Quarterly Report on Form 10-Q for the quarter ended June 30,2003 
(No. 1-3274), as filed with the SEC on August 11, 2003). 
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Forty-Fourth Supplemental Indenture, dated as of August 1, 2004 fiom Progress Energy Florida, Inc. 
to JPMorgan Chase Bank, as Trustee, with reference to the modification and amendment of the FMB 
Indenture (filed as Exhibit 4(m) to Annual Report on Form 10-K (No. 1-3274), as filed with the SEC 
on March 16, 2005). 
Forty-Fifth Supplemental Indenture, dated as of May 1,2005 from Progress Energy Florida, Inc. to 
PMorgan Chase Bank, N.A., with reference to JPMorgan Chase Bank, NA becoming successor to 
PMorgan Chase Bank and successor Trustee under the FMB Indenture (filed as Exhibit 4 to Current 
Report on Form 8-K (No. 1-3274), as filed with the SEC on May 16,2005). 
Form of Supplemental Indenture relating to First Mortgage Bonds (filed as Exhibit 4(g) to Florida 
Power's Registration Statement on Form S-3 (No. 333-63204), as filed with the SEC on June 15, 

Indenture (For Debt Securities), dated as of December 7,2005, between Florida Power and 
J.P. Morgan Trust Company, National Association, as Trustee (filed as Exhibit 4(a) to Florida Power's 
Form 8-K (No. 1-3274), as filed with the SEC on December 13,2005). 
Fonn of Indenture relating to Debt Securities (filed as Exhibit 4(h) to Florida Power's Registration 
Statement on Form S-3 (No. 333-63204), as filed with the SEC on June 15,2001). 
Description of Preferred Stock and the rights of the holders thereof (as set forth in Article III(B) of the 

Amended Articles of Incorporation of Florida Power, as amended, and Articles 2,7, and 9 of the 
Bylaws of Florida Power, as amended, each incorporated by reference in Exhibits 3(a) and 3(b), 
respectively, hereto). 
Opinion of Hunton & Williams LLP. 
Computation of Ratio of Earnings to Fixed Charges, 
Consent of Deloitte & Touche LLP. 
The consent of Hunton & Williams LLP is contained in its opinion filed as Exhibit 5. 
The Power of Attorney is contained on the signature page of this Registration Statement. 
Form T-1 Statement of Eligibility under the Trust Indenture Act of 1939 of JPMorgan Chase Bank, 
N.A., as successor Trustee under the FMB Indenture relating to First Mortgage Bonds. 
Form T-1 Statement of Eligibility under the Trust Indenture Act of 1939 of J.P. Morgan Trust 
Company, National Association, as Trustee under the Indenture (For Debt Securities) (filed pursuant to 
section 305(b)(2) on December 8, 2005). 
Form T-1 Statement of Eligibility under the Trust Indenture Act of 1939 of the Trustee under an 
additional indenture relating to Debt Securities. 

2001). 

Incorporated herein by reference as indicated. 

Previously filed on July 28, 2005. 

To be filed on Form T-1 (or an appropriate successor form) subsequent to effectiveness of this Registration Statement and 
incorporated by reference. 
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Exhibit l(a> 
FLORIDA POWER CORPORATION 

d/b/a PROGRESS ENERGY FLORIDA, INC. 
First Mortgage Bonds 

UNDERWRITING AGREEMENT 
3 20- 

To the Representative named in Schedule I hereto 
of the Underwriters named in Section 1 herein 
Dear Ladies and Gentlemen: 

with each of the several Underwriters hereinafter named as follows: 

deemed to mean the following firms, and any underwriter substituted as provided in paragraph 7 hereof, and the term ‘‘Underwriter” 
shall be deemed to mean any one of such Underwriters: 

The undersigned Florida Power Corporation d/b/a Progress Energy Florida, Inc. (the “Company”) hereby confirms its agreement 

1, Underwriters and Representative. The term “Underwriters” as used in ths  Underwriting Agreement (ths “Agreement”) shall be 

1 
1 

L 
r 
r 1 

The term “Representative” as used herein shall be deemed to mean the firm or the fims named in Schedule I hereto, collectively. If 
any firm or f m  named as Representative in Schedule I hereto are the only f m  or firms serving as underwriters, then the terms 
“Underwriters” and “Representative,” as used herein, shall each be deemed to refer to such fm or finns. If more than one firm is 
named in Schedule I hereto, such firms represent, jointly and severally, that they have been authorized by the Underwriters to execute 
h s  Agreement on their behalf and to act for them as Representative in the manner herein provided, AI1 obligations of the 
Underwriters hereunder are several and not joint. If more than one firm is named as Representative in Schedule I hereto, any action 
under or in respect of this Agreement may be taken by such firms jointly as the Representative or by one of the firms acting on behalf 
of the Representative, and such action will be binding upon all the Underwriters. 

2. Description of Securities. The Company proposes to issue and sell its First Mortgage Bonds of the designation, with the terms 
and in the amount specified in Schedule I hereto (the “Securities”), under its Indenture, dated as of January 1, 1944, with JPMorgan 
Chase Bank, N.A., as successor Trustee, as supplemented by the Seventh, Eighth, Sixteenth, Twenty-Ninth, Thirty-Eighth, Fortieth, 
Forty-First, Forty-Second, Forty-Third and Forty-Fourth supplemental indentures, and as it will be fwther supplemented by a 
supplemental indenture relating to the Securities (the “Supplemental Indenture”), in substantially the form heretofore delivered to the 
Representative, said Indenture as supplemented by the Seventh, Eighth, 



Sixteenth, Twenty-Ninth, Thirty-Eighth, Fortieth, Forty-First, Forty- Second, Forty-Third and Forty-Fourth supplemental indentures, 
and to be supplemented by the Supplemental Indenture, being hereinafter referred to as the “Mortgage.” 

3. Representations and Warranties of the Company. The Company represents and warrants to each of the Undenvriters that: 
(a) The Company has filed with the Securities and Exchange Commission (the “Commission”) a registration statement on Form S- 

3, as amended (No. 333--) (the ‘‘New Registration Statement”) under the Securities Act of 1933, as amended (the “Securities Act”), 
for the registration of up to an aggregate of $ 
Stock in unallocated amounts. The New Registration Statement also constituted post-effective amendment no. 1 to a registration 
statement on Form S-3 (No. 3 3 3 - A  (the “Post-Effective Amendment” and together with the New Registration Statement, the 
‘‘Registration Statement”) under the Securities Act relating to an aggregate of $ principal amount of the Company’s 
securities, whch had been previously registered under the Securities Act but remained unsold at the time the Post-Effective 
Amendment became effective, The Registration Statement contained a combined prospectus for the sale of up to an aggregate of 
$ 

As of the date hereof, the Company has sold an aggregate of $ principal amount of the Registered Securities. The term 
“Registration Statement” shall be deemed to include all amendments to the date hereof and all documents incorporated by reference 
therein (the “Incorporated Documents”). The base prospectus filed as part of the Registration Statement, in the form in which it has 
most recently been filed with the Commission prior to the date of this Agreement, is hereinafter called the “Basic Prospectus.” The 
Basic Prospectus included in the Registration Statement, as supplemented by a preliminary prospectus supplement, dated 
20-, relating to the Securities, and all prior amendments or supplements thereto (other than amendments or supplements relating to 
Registered Securities other than the Securities), including the Incorporated Documents, is hereinafter referred to as the “Preliminary 
Prospectus.’’ The Preliminary Prospectus, as amended and supplemented, including the Incorporated Documents, at or immediately 
prior to the Applicable Time (as defined below) is hereinafter called the “Pricing Prospectus.” The BasicProspectus included in the 
Registration Statement, as it is to be supplemented by a prospectus supplement, dated on the date hereof, substantially in the form 
delivered to the Representative prior to the execution hereof, relating to the Securities (the “Prospectus Supplement”) and all prior 
amendments or supplements thereto (other than amendments or supplements relating to securities of the Company other than the 
Securities), including the Incorporated Documents, is hereinafter referred to as the “Prospectus.” Any reference herein to the terms 
“amend,” “amendment” or “supplement” with respect to the Registration Statement or the Prospectus shall be deemed to refer to and 
include any post-effective amendment to the Registration Statement, any prospectus supplement relating to the Securities filed with 
the Commission pursuant to Rule 424(b) under the Securities Act and the filing of any document under the Securities Exchange Act of 
1934, as amended 

2 

principal amount of First Mortgage Bonds, Debt Securities and Preferred 

principal amount of the Company’s First Mortgage Bonds, Debt Securities and Preferred Stock (the “Registered 
Securities”) in unallocated amounts. The Regisbation Statement was declared effective by the Commission on 

7 2 0 - e  

, 



(the “Exchange Act”), deemed to be incorporated therein after the date hereof and prior to the termination of the offering of the 
Securities by the Underwriters; and any references herein to the terms “Registration Statement” or “Prospectus” at a date after the 
filing of the Prospectus Supplement shall be deemed to refer to the Registration Statement or the Prospectus, as the case may be, as 
each may be amended or supplemented prior to such date. 

For purposes of this Agreement, the “Applicable Time” is (New York City time) on the date of this Agreement; the 
documents listed in Schedule 11, taken together, are collectively referred to as the “Pricing Disclosure Package.” 

(b) The Registration Statement, at the time and date it was declared effective by the Commission, complied, and the Registration 
Statement, the Prospectus and the Mortgage, as of the date hereof and at the Closing Date (as defined herein), will comply, in all 
material respects, with the applicable provisions of the Securities Act and the Trust Indenture Act of 1939, as amended (the “1939 
Act”), and the applicable instructions, rules and regulations of the Commission thereunder; the Registration Statement, at the time and 
date it was declared effective by the Commission and as of the date hereof, did not contain an untrue statement of a material fact or 
omit to state a material fact required to be stated therein or necessary to make the statements therein not misleading; the Pricing 
Disclosure Package as of the Applicable Time did not contain an untrue statement of a material fact or omit to state a material fact 
necessary in order to make the statements therein, in the light of the circumstances under which they were made, not misleading; and 
the Prospectus, as of its date and at the Closing Date, will not contain an untrue statement of a material fact or omit to state a material 
fact necessary in order to make the statements therein, in the light of the circumstances under which they were made, not misleading; 
provided, however, that the foregoing representations and warranties in this subparagraph (b) shall not apply to statements or 
omissions made in reliance upon and in conformity with information fwnished herein or in writing to the Company by the 
Representative or by or on behalf of any Underwriter through the Representative expressly for use in the Prospectus or to any 
statements in or omissions from the Statement of Eligibility (Form T-1) of the Trustee. The Incorporated Documents, at the time they 
were each filed with the Commission, complied in all material respects with the applicable requirements of the Exchange Act and the 
instructions, rules and regulations of the Commission thereunder; and any documents so filed and incorporated by reference 
subsequent to the date hereof and prior to the termination of the offering of the Securities by the Underwriters will, at the time they are 
each filed with the Commission, comply in all material respects with the requirements of the Exchange Act and the instructions, rules 
and regulations of the Commission thereunder; and, when read together with the Registrationstatement, the Pricing Prospectus, the 
Permitted Free Writing Prospectuses (as defined in paragraph 5(a) hereof) and the Prospectus, none of such documents included or 
includes or will include any untrue statement of a material fact or omitted or omits OT will omit to state any material fact required to be 
stated therein or necessary to make the statements therein, in the light of the circumstances under which they were made, not 
misleading. Each Permitted Free Writing Prospectus listed on Schedule 11 does not conflict in any material respect with the 
information contained in the Registration Statement, the Pricing Prospectus or the Prospectus. 
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(c) The Company has been incorporated, is validly existing as a corporation and its status is active under the laws of the State of 
Florida; has corporate power and authority to own, lease and operate its properties and to conduct its business as contemplated under 
this Agreement and the other material agreements to which it is a party; and is duly qualified as a foreign corporation to transact 
business and is in good standing in each jurisdiction in which such qualification is required, whether by reason of the ownership or 
leasing of property or the conduct of business, except where the failure to so qualiQ would not have a material adverse effect on the 
business, properties, results of operations or financial condition of the Company. 

(d) The historical financial statements incorporated by reference in the Registration Statement, the Pricing Prospectus and the 
Prospectus present fairly the financial condition and operations of the Company at the respective dates or for the respective periods to 
which they apply; such financial statements have been prepared in each case in accordance with generally accepted accounting 
principles consistently applied throughout the periods involved, except that the quarterly financial statements, if any, incorporated by 
reference fiom any Quarterly Reports on Form 10-Q contain condensed footnotes prepared in accordance with applicable Exchange 
Act rules and regulations; and Deloitte & Touche LLP, which has audited certain of the financial statements is an independent 
registered public accounting fm as required by the Securities Act or the Exchange Act and the rules and regulations of the 
Commission thereunder. 

(e> Except as reflected in, or contemplated by, the Registration Statement and the Pricing Prospectus, since the respective dates as 
of which information is given in the Registration Statement and the Pricing Prospectus, and prior to the Closing Date, (i) there has not 
been any material adverse change in the business, properties, results of operations or financial condition of the Company, (ii) there has 
not been any material transaction entered into by the Company other than transactions contemplated by the Registration Statement and 
the Pricing Prospectus or transactions arising in the ordinary course of business and (iii) the Company has no material contingent 
obligation that is not disclosed in the Registration Statement and the Pricing Prospectus that could likely result in a material adverse 
change in the business, properties, results of operations or financial condition of the Company. 

and delivery of this Agreement, the consummation of the transactions herein contemplated and the fulfillment of the terms hereof on 
the part of the Company to be fulfilled have been duly authorized by all necessary corporate action of the Company in accordance 
with the provisions of its articles of incorporation, as amended (the “Charter”), by-laws and applicable law; and the Securities, when 
issued and delivered as provided herein, will constitute legal, valid and binding obligations of the Company in accordance with their 
terms subject to applicable bankruptcy, insolvency, reorganization, moratorium, fiaudulent transfer or similar Iaws affecting 
mortgagees’ and other creditors’ rights and general equitable principles and any implied covenant of good faith and fair dealings. 

(9 The Company has full power and authority to execute, deliver and perform its obligations under this Agreement. The execution 
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(g) The consummation of the transactions herein contemplated and the fulfillment of the terms hereof will not result in a breach of 
any of the terms or provisions of, or constitute a default under, the Charter, the Company’s by-laws, applicable law or any indenture, 
mortgage, deed of trust or other agreement or inst-rument to which the Company is now a party or any judgment, order, writ or decree 
of any government or governmental authority or agency or court having jurisdiction over the Company or any of its assets, properties 
or operations that, in the case of any such breach or default, would have a material adverse effect on the business, properties, results of 
operations or financial condition of the Company. 

(h) The Securities conform in all material respects to the description contained in the Pricing Disclosure Package and the 
Prospectus. 

(i) The Company has no subsidiaries that meet the definition of “significant subsidiary” as defined in Section 210,1-02(w) of 
Regulation S-X promulgated under the Securities Act. 

0’) The Mortgage (A) has been duly authorized, executed and delivered by the Company, and, assuming due authorization, 
execution and delivery of the Supplemental Indenture by the Trustee, constitutes a vaIid and legally binding obligation of the 
Company, enforceable against the Company in accordance with its terms, subject to (i) applicable bankruptcy, insolvency, 
reorganization, moratorium, fraudulent transfer or similar laws affecting creditors ’ rights generally and (ii) general principles of equity 
(regardless of whether such enforceability is considered in a proceeding at law or in equity and except for the effect on enforceability 
of federal or state law limiting, delaying or prohibiting the malung of payments outside the United States); provided, however, that 
certain remedies, waivers and other provisions of the Mortgage may not be enforceable, but such unenforceability will not render the 
Mortgage invalid as a whole or affect the judicial enforcement of (i) the obligation of the Company to repay the principal, together 
with the interest thereon as provided in the Securities or (ii) the right of the Trustee to exercise its right to foreclose under the 
Mortgage; and (B) conforms in all material respects to the description thereof in the Prospectus. The Mortgage (including the 
Supplemental Indenture upon its due execution by the Company and the Trustee in accordance with the Indenture) has been qualified 
under the 1939 Act. 

(k) The Company is not an “investment company” within the meaning of the Investment Company Act of 1940, as amended (the 
“1 940 Act”). 

(1) Except as described in or contemplated by the Pricing Prospectus, there are no pending or, to the knowledge of the Company, 
threatened actions, suits or proceedings (regulatory or otherwise) against or affecting the Company or its properties that are llkely in 
the aggregate to result in any material adverse change in the business, properties, results of operations or financial condition of the 
Company, or that are likely in the aggregate to materially and adversely affect the Mortgage, the Securities or the consummation of 
this Agreement or the transactions contemplated herein or therein. 
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(m) No filing with, or authorization, approval, consent, license, order, registration, qualification or decree of, any court or 
govemental  authority or agency is necessary or required for the performance by the Company of its obligations hereunder in 
connection with the offering, issuance or sale of the Securities hereunder or the consummation of the transactions herein contemplated 
or for the due execution, delivery or performance of the Mortgage by the Company, except such as have already been made or 
obtained or as may be required under the Securities Act or state securities laws and except for the qualification of the Supplemental 
Indenture under the 1939 Act. 

4. Purchase and Sale. On the basis of the representations, warranties and covenants herein contained, but subject to the terms and 
conditions herein set forth, the Company agrees to sell to each of the Underwriters, severally and not jointly, and each such 
Underwriter agrees, severally and not jointly, to purchase from the Company, the respective principal amount of Securities set forth 
opposite the name of such Underwriter below a purchase price of -% of the principal amount thereof: 

Underwriter 
r 1 

Principal Amount of Securities 

r 1 

E I 
Total 

5. Reoffering by Underwriters. The Underwriters agree to make promptly a bona fide public offering of the Securities to the public 
for sale as set forth in the Prospectus, subject, however, to the terms and conditions of this Agreement. The Underwriters agree that 
(i) no sales of the Securities will occur before investors are presented with the information that is contained in the Pricing Disclosure 
Package and (ii) such information that is presented to investors is consistent with the information that is contained in the Pricing 
Disclosure Package. 

4. Free Writing Prospectuses. 
(a) The Company represents and agrees that, without the prior consent of the Representative, it has not made and will not make any 

offer relating to the Securities that wouId constitute a “free writing prospectus” as defined in Rule 405 under the Act, other than a 
Permitted Free Writing Prospectus; each Underwriter represents and agrees that, without the prior consent of the Company and the 
Representative, it has not made and will not make any offer relating to the Securities that would constitute a “free writing prospectus,” 
as defined in Rule 405 under the Act, other than a Permitted Free Writing Prospectus or a free writing prospectus that is not required 
to be filed by the Company pursuant to Rule 433 under the Securities Act (an “Underwriter Free Writing Prospectus”). Any such free 
writing prospectus the use of which is consented to by the Company and the Representative is referred to herein as a “Permitted Free 
Writing Prospectus”. The only Permitted Free Writing Prospectus as of the time of th~s Agreement is the pricing term sheet referred to 
in paragraph 6(b) below. 
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(b) The Company agrees to file a pricing term sheet, in the form of Schedule I hereto and approved by the Representative pursuant 

(c) The Company and the Underwriters have complied and will comply with the requirements of Rule 433 under the Securities Act 

(d) The Company agrees that if at any time following issuance of a Permitted Free Writing Prospectus any event occurred or occurs 

to Rule 433(d) under the Securities Act within the time period prescribed by such Rule. 

applicable to any free writing prospectus, including timely Commission filing where required and legending. 

as a result of which such Permitted Free Writing Prospectus would conflict in any material respect with the information in the 
Registration Statement, the Pricing Prospectus or the Prospectus or include an untrue statement of a material fact or omit to state any 
material fact necessary in order to make the statements therein, in light of the circumstances then prevailing, not misleading, the 
Company will give prompt notice thereof to the Representative and, if requested by the Representative, will prepare and h s h  
without charge to each Underwriter a Permitted Free Writing Prospectus or other document which will correct such conflict, statement 
or omission; provided, however, that this representation and warranty shall not apply to any statements or omissions in a Permitted 
Free Writing Prospectus made in reliance upon and in conformity with information fiunished in writing to the Company by an 
Underwriter through the Representative, expressly for use therein. 

7. Time and Place of Closing; Default of Underwriters. 
(a) Payment for the Securities shall be made at the office of Hunton & Williams LLP, located at 421 Fayetteville Street Mall, 

Raleigh, North Carolina 27601 on the date specified in Schedule I hereto against delivery of the Securities at the office of JPMorgan 
Chase Bank, N.A., 4 New York Plaza New York, New York 10004, or such other place, time and date as the Representative and the 
Company may agree. The hour and date of such delivery and payment are herein called the “Closing Date.” Payment for the Securities 
shall be by wire transfer of immediately available funds against delivery to The Depository Trust Company or to JTMorgan Chase 
Bank, N.A., as custodian for The Depository Trust Company, in fully registered global form registered in the name of CEDE & Co., 
as nominee for The Depository Trust Company, for the respective accounts specified by the Representative not later than the close of 
business on the business day prior to the Closing Date or such other date and time not later than the Closing Date as agreed by The 
Depository Trust Company or JPMorgan Chase Bank, N.A. For the purpose of expediting the chechng of the certificates by the 
Representative, the Company agrees to make the Securities available to the Representative not later than 1O:OO A.M. New York time, 
on the last full business day prior to the Closing Date at said office of JPMorgan Chase Bank, N.A. 

(b) if one or more Underwriters shall, for any reason other than a reason permitted hereunder, fail to take up and pay for the 
principal amount of the Securities of any series to be purchased by such one or more Underwriters, the Company shall immediately 
notify the Representative, and the non-defaulting Underwriters shall be obligated to take up and pay for (in addition to the respective 
principal amount of the 
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Securities of such series set forth opposite their respective names in paragraph 4) the principal amount of such series of Securities that 
such defaulting Underwriter or Underwriters failed to take up and pay for, up to a principal amount thereof equal to 10% of the 
principal amount of such Securities. Each non-defaulting Underwriter shall do so on a pro rata basis according to the amounts set forth 
opposite the name of such non-defaulting Underwriter in paragraph 4, such non-defaulting Underwriters shall have the right, within 24 
hours of receipt of such notice, either to take up and pay for (in such proportion as may be agreed upon among them), or to substitute 
another Underwriter or Underwriters, satisfactory to the Company, to take up and pay for the remaining principal amount of the 
Securities that the defaulting Underwriter or Underwriters agreed but failed to purchase. If any unpurchased Securities still remain, 
then the Company or the Representative shall be entitled to an additional period of 24 hours within which to procure another party or 
parties, members of the National Association of securities Dealers, Inc. (or if not members of such Association, who are not eligible 
for membership in said Association and who agree (i) to make no sales within the United States, its territories or its possessions or to 
persons who are citizens thereof or residents therein and (ii) in making sales to comply with said Association’s Conduct Rules) and 
satisfactory to the Company, to purchase or agree to purchase such unpurchased Securities on the tenns herein set forth. In any such 
case, either the Representative or the Company shall have the right to postpone the Closing Date for a period not to exceed three full 
business days from the date agreed upon in accordance with this paragraph 7, in order that the necessary changes in the Registration 
Statement and Prospectus and any other documents and arrangements may be effected. If (i) neither the non-defaulting Underwriters 
nor the Company has arranged for the purchase of such unpurchased Securities by another party or parties as above provided and 
(ii) the Company and the non-defaulting Underwriters have not mutually agreed to offer and sell the Securities other than the 
unpurchased Securities, then this Agreement shall terminate without any liability on the part of the Company or any Underwriter 
(other than an Underwriter that shall have failed or refused, in accordance withthe terms hereof, to purchase and pay for the principal 
amount of the Securities that such Underwriter has agreed to purchase as provided in paragraph 4 hereof), except as otherwise 
provided in paragraph 8 and paragraph 9 hereof. 

8. Covenants of the Company. The Company covenants with each Underwriter that: 
(a) As soon as reasonably possible after the execution and delivery of ths  Agreement, the Company will file the Prospectus with 

the Commission pursuant to Rule 424 under the Securities Act (“Rule 424”), setting forth, among other things, the necessary 
information with respect to the tenns of offering of the Securities and make any other required filings pursuant to Rule 433 under the 
Securities Act. Upon request, the Company will promptly deliver to the Representative and to counsel for the Underwriters, to the 
extent not previously delivered, one hlIy executed copy or one conformed copy, certified by an officer of the Company, of the 
Registration Statement, as originally filed, and of all amendments thereto, if any, heretofore or hereafter made (other than those 
relating solely to Registered Securities other than the Securities), including any post-effective amendment (in each case including all 
exhibits filed therewith and all documents incorporated therein not previously furnished to the Representative), including 
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signed copies of each consent and certificate included therein or filed as an exhibit thereto, and will deliver to the Representative for 
distribution to the Underwriters as many conformed copies of the foregoing (excluding the exhibits, but including all documents 
incorporated therein) as the Representative may reasonably request. The Company will also send to the Underwriters as soon as 
practicable after the date of this Agreement and thereafter from time to time as many copies of the Prospectus and the Preliminary 
Prospectus as the Representative may reasonably request for the purposes required by the Securities Act. 

(b) During such period (not exceeding nine months) after the commencement of the offering of the Securities as the Underwriters 
may be required by law to deliver a Prospectus, if any event relating to or affecting the Company, or of which the Company shall be 
advised in writing by the Representative shall occur, which in the Company’s reasonable opinion (after consultation with counsel for 
the Representative) should be set forth in a supplement to or an amendment of the Prospectus in order to make the Prospectus not 
misleading in the light of the circumstances when it is delivered to a purchaser, or if it is necessary to amend the Prospectus to comply 
with the Securities Act, the Company will forthwith at its expense prepare and W i s h  to the Underwriters and dealers named by the 
Representative a reasonable number of copies of a supplement or supplements or an amendment or amendments to the Prospectus 
which will supplement or amend the Prospectus so that as supplemented or amended it will comply with the Securities Act and will 
not contain any untrue statement of a material fact or omit to state any material fact necessary in order to make the statements therein, 
in the light of the circumstances when the Prospectus is delivered to a purchaser, not misleading. In case any Underwriter is required 
to deliver a Prospectus after the expiration of nine months after the commencement of the offering of the Securities, the Company, 
upon the request of the Representative, will W s h  to the Representative, at the expense of such Underwriter, a reasonable quantity of 
a supplemented or amended prospectus, or supplements or amendments to the Prospectus, complying with Section lO(a) of the 
Securities Act. 

than 16 months after the end of the fiscal quarter in which the filing of the Prospectus pursuant to Rule 424 OCCUTS, an earnings 
statement (in form complying with the provisions of Section 1 l(a) of the Securities Act, which need not be certified by independent 
public accountants) covering a period of twelve months beginning not later than the first day of the Company’s fiscal quarter next 
following the filing of the Prospectus pursuant to Rule 424. 

the Closing Date and to satisfy all conditions precedent to the delivery by it of the Securities. 

recording offices in the State of Florida in which the property intended to be subject to the lien of the Mortgage is located. 

(c) The Company will make generally available to its security holders, as soon as reasonably practicable, but in any event not later 

(d) The Company will use its best efforts promptly to do and perform all things to be done and perfonned by it hereunder prior to 

(e) As soon as reasonably possible after the Closing Date, the Company will cause the Supplemental Indenture to be recorded in all 
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(0 The Company will advise the Representative, or the Representative’s counsel, promptly of the filing of the Prospectus pursuant 
to Rule 424 and of any amendment or supplement to the Prospectus or Registration Statement or of official notice of institution of 
proceedings for, or the entry of, a stop order suspending the effectiveness of the Registration Statement and, if such a stop order 
should be entered, use its best efforts to obtain the prompt removal thereof. 

(g) The Company will use its best efforts to qualify the Securities, as may be required, for offer and sale under the Blue Sky or 
legal investment laws of such jurisdictions as the Representative may designate and will file and make in each year such statements or 
reports as are or may be reasonably required by the laws of such jurisdictions; provided, however, that the Company shall not be 
required to qualify as a foreign corporation or dealer in securities, or to file any general consents to service of process, under the laws 
of any jurisdiction. 

Statement or supplement to the Pricing Prospectus or the Prospectus (in each case other than amendments or supplements relating to 
Registered Securities other than the Securities) which shall not have previously been h i s h e d  to the Representative or of which the 
Representative shall not previously have been advised or to which the Representative shall reasonably object in writing and which has 
not been approved by the Representative or its counsel. 

9. Pavment of Expenses. The Company will pay all expenses incident to the performance of its obligations under this Agreement, 
including (i) the printing and filing of the Regisbation Statement and the printing of this Agreement, (ii) the delivery of the Securities 
to the Underwriters, (iii) the fees and disbursements of the Company’s counsel and accountants, (iv) the expenses in connection with 
the qualification of the Securities under securities laws in accordance with the provisions of paragraph 8(g), including filing fees and 
the fees and disbursements of counsel for the Underwriters in connection therewith, such fees and disbursements not to exceed $7,500, 
(v) the printing and delivery to the Underwriters of copies of the Registration Statement and all amendments thereto, of the 
Preliminary Prospectus, any Permitted Free Writing Prospectus and the Prospectus and any amendments or supplements thereto, 
(vi) the printing and delivery to the Underwriters of copies of the Blue Sky Survey and (vii) the preparation, execution, filing and 
recording by the Company of the Supplemental Indentwe (such filing and recordation to be promptly made after execution and 
delivery of the Supplemental Indenture to the  Trustee under the Mortgage in the counties in which the mortgaged property of the 
Company is located); and the Company will pay all taxes, if any (but not including any transfer taxes), on the issue of the Securities 
and the filing and recordation of the Supplemental Indenture. The fees and disbursements of Underwriters’ counsel shall be paid by 
the Underwriters (subject, however, to the provisions of this paragraph 9 requiring payment by the Company of fees and 
disbursements not to exceed $7,500); provided, however, that if this Agreement is terminated in accordance with the provisions of 
paragraph 10, 11 or 13 hereof, the Company shall reimburse the Representative for the account of the Underwriters for the fees and 
disbursements of Underwriters’ counsel. The Company shall not be required to pay any amount for any expenses of the Representative 
or of any other of the Underwriters except as provided in 
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paragraph 8 hereof and in this paragraph 9. The Company shall not in any event be liable to any of the Underwriters for damages on 
account of the loss of anticipated profit. 

10. Conditions of Underwriters’ Obligations. The several obligations of the Underwriters to purchase and pay for the Securities 
shall be subject to the accuracy of the representations and warranties on the part of the Company as of the date hereof and the Closing 
Date, to the performance by the Company of its obligations to be performed hereunder prior to the Closing Date, and to the following 
further conditions: 

proceedings for that purpose shall be pending before, or, to the Company’s knowledge, threatened by, the Commission on the Closing 
Date. The Representative shall have received, prior to payment for the Securities, a certificate dated the Closing Date and signed by 
the Chairrnan, President, Treasurer or a Vice President of the Company to the effect that no such stop order is in effect and that no 
proceedings for such purpose are pending before or, to the knowledge of the Company, threatened by the Commission. 

(b) At the time of execution of this Agreement, or such later date as shall have been consented to by the Representative, there shall 
have been issued, and on the Closing Date there shall be in full force and effect, an order of the Florida Public Service Commission 
authorizing the issuance and sale of the Securities, which shall not contain any provision unacceptable to the Representative by reason 
of its being materially adverse to the Company (it being understood that no such order in effect on the date of this Agreement and 
heretofore fumished to the Representative or counsel for the Underwriters contains any such unacceptable provision). 

(c) At the Closing Date, the Representative shall receive favorable opinions from: (1) Hunton & Williams LLP, counsel to the 
Company, which opinion shall be satisfactory in form and substance to counsel for the Underwriters, and (2) Dewey Ballantine LLP, 
counsel for the Underwriters, in each of which opinions (except as to subdivision (vi) (as to documents incorporated by reference, at 
the time they were filed with the Commission) as to which Dewey Ballantine LLP need express no opinion) said counsel may rely as 
to all matters of Florida law upon the opinion of R. Alexander Glenn, Deputy General Counsel-Florida of Progress Energy Service 
Company LLC, acting as counsel to the Company, to the effect that: 

& Williams LLP and Dewey Ballantine LLP opinions only as to the original Indenture dated as of January 1, I944 and the 
supplemental indentures subsequent to, but not including, the Tho-Eighth Supplemental Indenture), has been duly and validly 
executed and delivered by the Company (with this opinion required in the Hunton & Williams LLP and Dewey Ballantine LLP 
opinions only as to the original Indenture dated as of January 1,  1944 and the supplemental indentures subsequent to, but not 
including, the Thirty-Eighth Supplemental Indenture), and is a valid and binding mortgage of the Company enforceable in accordance 
with 
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(a) No stop order suspending the effectiveness of the Registration Statement shall be in effect on the Closing Date and no 

(i) The Mortgage has been duly and validly authorized by a11 necessary corporate action (with this opinion required in the Hunton 



its terms, except as limited by bankruptcy, insolvency or other laws affecting mortgagees ’ and other creditors’ rights and general 
equitable principles and any implied covenant of good faith and fair dealing (with this opinion required in the Hunton & Williams 
LLP and Dewey Ballantine LLP opinions only as to the original Indenture dated as of January 1, 1944 and the supplemental 
indentures subsequent to, but not including, the Thirty-Eighth Supplemental Indenture); provided, however, that certain remedies, 
waivers and other provisions of the Mortgage may not be enforceable, but such unenforceability will not render the Mortgage invalid 
as a whole or affect the judicial enforcement of (i) the obligation of the Company to repay the principal, together with the interest 
thereon as provided in the Securities or (ii) the right of the Trustee to exercise its right to foreclose under the Mortgage; 

(ii) The Mortgage has been duly qualified under the 1939 Act; 
(iii) Assuming authentication of the Securities by the Trustee in accordance with the Mortgage and delivery of the Securities to and 

payment for the Securities by the Underwriters, as provided in this Agreement, the Securities have been duly and validly authorized, 
executed and delivered and are legal, valid and binding obligations of the Company enforceable in accordance with their terms, except 
as limited by bankruptcy, insolvency or other laws affecting mortgagees’ and other creditors’ rights and general equitabIe principles 
and any implied covenant of good faith and fair dealings, and are entitled to the benefits of the security afforded by the Mortgage, and 
are secured equally and ratably with all other bonds outstanding under the Mortgage except insofar as any sinlung or other fund may 
afford additional security for the bonds of any particular series; 

Supplement under the captions “Certain Terms of the Bonds” and “Description of First Mortgage Bonds,” insofar as they purport to 
constitute summaries of the documents referred to therein, are accurate summaries in all material respects; 

(v) This Agreement has been duly and validly authorized, executed and delivered by the Company; 
(vi) The Registration Statement, at the time and date it was declared effective by the Commission and as of the date hereof, the 

Preliminary Prospectus, the Pricing Prospectus, the Permitted Free Writing Prospectuses and the Prospectus, at the time each was filed 
with, or transmitted for filing to, the Commission pursuant to Rule 424 (except as to the financial statements and other financial and 
statistical data constituting a part thereof or incorporated by reference therein, upon which such opinions need not pass), complied as 
to fonn in all material respects with the requirements of the Securities Act and the 1939 Act and the applicable instructions, rules and 
regulations of the Commission thereunder; the documents or portions thereof filed with the Commission pursuant to the Exchange Act 
and deemed to be incorporated by reference in the 
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(iv) The statements made in the Prospectus under the caption “Description of First Mortgage Bonds” and in the Prospectus 



Registration Statement, the Preliminary Prospectus, the Pricing Prospectus and the Prospectus pursuant to Item 12 of Form S-3 (except 
as to financial statements and other financial and statistical data constituting a part thereof or incorporated by reference therein and 
that part of the Registration Statement that constitutes the Statement of Eligibility on Form T-1, upon which such opinions need not 
pass), at the time they were filed with the Commission, complied as to form in all material respects with the requirements of the 
Exchange Act and the applicable instructions, rules and regulations of the Commission thereunder; the Registration Statement has 
become effective under the Securities Act and, to the best of the knowledge of said counsel, no stop order suspending the effectiveness 
of the Registration Statement has been issued and not withdrawn, and no proceedings for a stop order with respect thereto are 
threatened or pending under Section 8 of the Securities Act; and 

and date it was declared effective by the Commission and as of the date hereof, contained an untrue statement of a material fact or 
omitted to state a material fact required to be stated therein or necessary to make the statements therein not misleading; and nothmg 
has come to the attention of said counsel that would lead them to believe that (x) the Pricing Disclosure Package as of the Applicable 
Time, included an untrue statement of a material fact or omitted to state a material fact necessary in order to make the statements 
therein, in light of the circumstances under which they were made, not misleading or (y) the Prospectus, as of its date and, as amended 
or supplemented, at the Closing Date, included or includes an untrue statement of a material fact or omitted or omits to state a material 
fact necessary in order to make the statements therein, in the light of the circumstances under which they were made, not misleading 
(except as to financial statements and other financial and statistical data constituting a part of the Registration Statement, the Pricing 
Disclosure Package ox the Prospectus or incorporated by reference therein and that part of the Registration Statement that constitutes 
the Statement of Eligibility on Form T-1, upon which such opinions need not pass); 

(d) At the Closing Date, the Representative shall receive from R. Alexander Glenn, Deputy General Counsel-Florida of Progress 
Energy Service Company, LLC, acting as counsel to the Company, a favorable opinion in form and substance satisfactory to counsel 
for the Underwriters, to the same effect with respect to the matters enumerated in subdivisions (i), (iii), (v) and (vii) of subparagraph 
(c) of this paragraph 10 as the opinions required by said subparagraph (c), and to the further effect that: 

Florida; 

(vii) Nothing has come to the attention of said counsel that would lead them to believe that the Registration Statement, at the time 

(i) The Company has been incorporated, is validly existing as a corporation and its status is active under the laws of the State of 

(ii) The Company is duly authorized by its Charter to conduct the business that it is now conducting as set forth in the Prospectus; 
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(iii) The Company is an electrical utility engaged in the business of generating, transmitting, distributing and selling electric power 

(iv) The Company has valid and subsisting franchises, licenses and permits adequate for the conduct of its business, except where 
to the general public in the State of Florida; 

the failure to hold such franchises, licenses and permits would not have a material adverse effect on the business, properties, results of 
operations or fmancial condition of the Company; 

(v) The Company has good and marketable title, with minor exceptions, restrictions and reservations in conveyances, and defects 
that are of the nature ordinarily found in properties of similar character and magnitude and that, in lus opinion, will not in any 
substantial way impair the security afforded by the Mortgage, to all the properties described in the granting clauses of the Mortgage 
and upon which the Mortgage purports to create a lien. The description in the Mortgage of the above-mentioned properties is legally 
sufficient to constitute the Mortgage a lien upon said properties, including without limitation properties hereafter acquired by the 
Company (other than those expressly excepted and reserved therefrom). Said properties constitute substantially all the permanent 
physical properties and franchises (other than those expressly excepted and reserved therefrom) of the Company and are held by the 
Company free and clear of all liens and encumbrances except the lien of the Mortgage and excepted encumbrances, as defined in the 
Mortgage. The properties of the Company are subject to liens for current taxes, which it is the practice of the Company to pay 
regularly as and when due. The Company has easements for rights-of-way adequate for the operations and maintenance of its 
transmission and distribution lines that are not constructed upon public highways. The Company has followed the practice generally of 
acquiring (i) certain rights-of-way and easements and certain small parcels of fee property appurtenant thereto and for use in 
conjunction therewith and (ii) certain other properties of small or inconsequential value, without an examination of title and, as to the 
title to lands affected by said rights-of-way and easements, of not examining the title of the lessor or grantor whenever the lands 
affected by such rights-of-way and easements are not of such substantial value as in the opinion of the Company to justify the expense 
attendant upon examination of titles in connection therewith. In the opinion of said counsel, such practice of the Company is 
consistent with sound economic practice and with the method followed by other companies engaged in the same business and is 
reasonably adequate to assure the Company of good and marketable title to all such property acquired by it. It is the opinion of said 
counsel that any such conditions or defects as may be covered by the above recited exceptions are notsubstantial and would not 
materially interfere with the Company’s use of such properties or with its business operations. The Company has the right of eminent 
domain in the State of Florida under which it may, if necessary, perfect or obtain title to privately owned land or acquire easements or 
rights-of-way required for use or used by the Company in its public utility operations; 
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(vi) The Mortgage has been recorded and filed in such manner and in such places as m y  be required by law in order fully to 
preserve and protect, in all material respects, the security of the bondholders and all rights of the Trustee thereunder; and the 
Supplemental Indenture relating to the Securities is in proper form for filing for record both as a real estate mortgage and as a security 
interest in all counties in the State of Florida in which any of the property (except as any therein or in the Mortgage are expressly 
excepted) described therein or in the Mortgage as subject to the lien of the Mortgage is located and, upon such recording, the 
Supplemental Indenture will constitute adequate record notice to perfect the lien of the Mortgage, and preserve and protect, in all 
material respects, the security of the bondholders and all rights of the Trustee, as to all mortgaged and pledged property acquired by 
the Company subsequent to the recording of the Forty-Fourth Supplemental Indenture and prior to the recording of the Supplemental 
Indenture; 

(vii) The Mortgage constitutes a valid, direct and f is t  mortgage lien of record upon all franchises and properties now owned by the 
Company (other than those expressly excepted therefrom and other than those franchises and properties which are not, individually or 
in the aggregate, material to the Company or the security afforded by the Mortgage) situated in the State of Florida, as described or 
referred to in the granting clauses of the Mortgage, subject to the exceptions as to bankruptcy, insolvency and other laws stated in 
subdivision (i) of subparagraph (c) above; 

(viii) The issuance and sale of the Securities have been duly authorized by all necessary corporate action on the part of the 
Company; 

(ix) An order has been entered by the Florida Public Service Commission authorizing the issuance and sale of the Securities, and to 
the best of the knowledge of said counsel, said order is still in force and effect; and no further filing with, approval, authorization, 
consent or other order of any public board or body (except such as have been obtained under the Securities Act and as may be required 
under the state securities or Blue Sky laws of any jurisdiction) is legally required for the consummation of the transactions 
contemplated In th~s Agreement; 

(x) Except as described in or contemplated by the Prospectus, there are no pending actions, suits or proceedings (regulatory or 
otherwise) against the Company or any properties that are likely, in the aggregate, to result in any material adverse change in the 
business, properties, results of operations or financial condition of the Company or that are llkely, in the aggregate, to materially and 
adversely affect the Mortgage, the Securities or the consummation of this Agreement, or the transactions contemplated herein or 
therein; and 

of any of the terms or provisions of, or constitute a default under, the Charter or the Company’s by-laws 
(xi) The consummation of the transactions herein contemplated and the fulfillment of the terms hereof will not (i) result in a breach 
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or (ii) result in a material breach of any terms or provisions of, or constitute a default under, any applicable law, indenture, mortgage, 
deed of trust or other agreement or instrument to which the Company is now a party or any judgment, order, writ or decree of any 
government or governmental authority or agency or court having jurisdiction over the Company or any of its assets, properties or 
operations that, in the case of any such breach or default, would have a material adverse effect on business, properties, results of 
operations or financial condition of the Company. 

letter addressed to the Representative containing statements and information of the type ordinarily included in accountants’ SAS 72 
L 4 ~ ~ r n f ~ r t  letters” to underwriters with respect to the audit reports, financial statements and certain financial information contained in 
or incorporated by reference into the Prospectus. 

(9 At the Closing Date, the Representative shall receive a certificate of the Chairman, President, Treasurer or a Vice President of 
the Company, dated the Closing Date, to the effect that the representations and warranties of the Company in this Agreement are true 
and correct as of the Closing Date. 

(h) The Permitted Free Writing Prospectus, and any other material required pursuant to Rule 433(d) under the Securities Act, shall 
have been filed by the Company with the Commission w i t h  the applicable time periods prescribed by Rule 433. 

(g) All legal proceedings taken in connection with the sale and delivery of the Securities shall have been satisfactory in form and 
substance to counsel for the Underwriters, and the Company, as of the Closing Date, shall be in compliance with any governing order 
of the Florida Public Service Commission, except where the failure to comply with such order would not be material to the offering or 
validity of the Securities. 

Closing Date, h s  Agreement may be terminated by the Representative by delivering written notice thereof to the Company. Any such 
termination shall be without liability of any party to any other party except as otherwise provided in paragraphs 8 and 9 hereof, 

1 1. Conditions of the Company’s Obligations. The obligations of the Company to deliver the Securities shall be subject to the 
following conditions : 

(a) No stop order suspending the effectiveness of the Registration Statement shall be in effect on the Closing Date, and no 
proceedings for that purpose shall be pending before or threatened by the Commission on the Closing Date. 

(b) Prior to 12:OO Noon, New York time, on the day following the date of this Agreement, or such later date as shall have been 
consented to by the Company, there shall have been issued and on the Closing Date there shall be in fill force and effect an order of 
the Florida Public Service Commission authorizing the issuance and sale by the 

(e )  The Representative shall have received on the date hereof and shall receive on the Closing Date from Deloitte & Touche LLP, a 

In case any of the conditions specified above in this paragraph 10 shall not have been fulfilled or waived by 2:OO P.M. on the 
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Company of the Securities, whch shall not contain any provision unacceptable to the Company by reason of its being materially 
adverse to the Company (it being understood that no such order in effect as of the date of this Agreement contains any such 
unacceptable provision). 

terminated by the Company by delivering written notice thereof to the Representative. Any such termination shall be without liability 
of any party to any other party except as otherwise provided in paragraphs 8 and 9 hereof. 

In case any of the conditions specified in this paragraph 11 shall not have been fulfilled at the Closing Date, this Agreement may be 

12. Indemnification. 
(a) The Company agrees to indemnify and hold harmless each Underwriter, each officer and director of each Underwriter and each 

person who controls any Underwriter within the meaning of Section 15 of the Securities Act against any and all losses, claims, 
damages or liabilities, joint or several, to which they or any of them m y  become subject and to reimburse each such Underwriter, 
each such officer and director, and each such controlling person for any legal or other expenses (including to the extent hereinafter 
provided, reasonable counsel fees) incurred by them, when and as incurred, in connection with investigating any such losses, claim, 
damages or liabilities or in connection with defending any actions, insofar as such losses, claims, damages, liabilities, expenses or 
actions arise out of or are based upon any untrue statement, or alleged untrue statement, of a material fact contained in the Registration 
Statement, the Preliminary Prospectus, the Pricing Prospectus, the Permitted Free Writing Prospectuses or the Prospectus, or in the 
Registration Statement or Prospectus as amended or supplemented (if any amendments or supplements thereto shall have been 
finished), or in any free writing prospectus used by the Company other than a Permitted Free Writing Prospectus, or the omission or 
alleged omission to state therein a material fact required to be stated therein or necessary to make the statements therein not 
misleading; provided, however, that the indemnity agreement contained in this paragraph 12 shall not apply to any such losses, claims, 
damages, liabilities, expenses or actions arising out of or based upon any such untrue statement or alleged untrue statement, or any 
such omission or alleged omission, if such statement or omission was made in reliance upon and in conformity with information 
furnished herein or in writing to the Company by any Underwriter through the Representative expressly for use in the Registration 
Statement, the Preliminary Prospectus, the Pricing Prospectus, the Permitted Free Writing Prospectuses or the Prospectus, or any 
amendment or supplement to any thereof, or arising out of, or based upon, statements in or omissions fiom that part of the Registration 
Statement that shall constitute the Statement of Eligibility under the 1939 Act (Form T-1) of the Trustee, and provided, further, that 
the indemnity agreement contained in ths  paragraph 12 shall not inure to the benefit of anyunderwriter (or of any person controlling 
such Underwriter) on account of my such losses, claims, damages, liabilities, expenses or actions arising from the sale of the 
Securities to any person if a copy of the Permitted Free Writing Prospectus or Prospectus (excluding documents incorporated by 
reference therein) shall not have been given or sent to such person by or on behalf of such Underwriter at or prior to the entry into the 
contract of sale, unless such Prospectus or Permitted Free Writing Prospectus failed to correct the omission or misstatement. The 
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indemnity agreement of the Company contained in this paragraph 12 and the representations and warranties of the Company contained 
in paragraph 3 hereof shall remain operative and in full force and effect regardless of any investigation made by or on behalf of any 
Underwriter, and such officer or director or any such controlling person and shall survive the delivery of the Securities. The 
Underwriters agree to notify promptly the Company, and each other Underwriter, of the commencement of any litigation or 
proceedings against them or any of them, ur any such officer or director or any such controlling person, in connection with the sale of 
the Securities. 

(b) Each Underwriter severally, and not jointly, agrees to indemnify and hold harmless the Company, its officers who signed the 
Registration Statement and its directors, and each person who controls the Company within the meaning of Section 15 of the 
Securities Act, against any and all losses, claims, damages or liabilities, joint or several, to which they or any of them may become 
subject and to reimburse each of them for any legal or other expenses (including, to the extent hereinafter provided, reasonable 
counsel fees) incurred by them, when and as incurred, in connection with investigating any such losses, claims, damages, or liabilities, 
or in connection with defending any actions, insofar as such losses, claims, damages, liabilities, expenses or actions arise out of or are 
based upon any untrue statement or alleged untrue statement of a material fact contained in the Registration Statement, the Preliminary 
Prospectus, the Pricing Prospectus, the Permitted Free Writing Prospectuses, the Prospectus as amended or supplemented (if any 
amendments or supplements thereto shall have been furnished), or any Underwriter Free Writing Prospectus used by such Underwriter 
(but only to the extent that the content of such Underwriter Free Writing Prospectus that is subject to indemnification is materially 
inconsistent with the infonnation contained in the Permitted Free Writing Prospectus or the Prospectus) or the omission or alleged 
omission to state therein a material fact required to be stated therein or necessary to make the statements therein not misleading, if 
such statement or omission was made in reliance upon and in conformity with information furnished herein or in writing to the 
Company by such Underwriter or through the Representative on behalf of such Underwriter expressly for use in the Registration 
Statement, the Preliminary Prospectus, the Pricing Prospectus, the Permitted Free Writing Prospectus or the Prospectus or any 
amendment or supplement to any thereof. The indemnity agreement of all the respective Underwriters contained in this paragraph 12 
shall remain operative and in full force and effect regardless of any investigation made by or on behalf of the Company or any other 
Underwriter, or any such officer or director or any such controlling person, and shall survive the delivery of the Securities. The 
Company agrees promptly to notify the Representative of the commencement of any litigation orproceedings against the Company or 
any of its officers or directors, or any such controlling person, in connection with the sale of the Securities. 

(c) The Company and each of the Underwriters agree that, upon the receipt of notice of the commencement of any action against it, 
its officers or directors, or any person controlling it as aforesaid, in respect of which indemnity may be sought on account of any 
indemnity agreement contained herein, it will promptly give written notice of the commencement thereof to the party or parties against 
whom indemnity shall be sought hereunder. The Company and each of the Underwriters agree that the 
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notification required by the preceding sentence shall be a material term of this Agreement. The omission so to notify such 
indemnifying party or parties of any such action shall relieve such indemnifying party or parties from any liability that it or they may 
have to the indemnified party on account of any indemnity agreement contained herein if such indemnifying party was materially 
prejudiced by such omission, but shall not relieve such indemnifying party or parties from any liability that it or they may have to the 
indemnified party otherwise than on account of such indemnity agreement. In case such notice of any such action shall be so given, 
such indemnifying party shall be entitled to participate at its own expense in the defense or, if it so elects, to assume (in conjunction 
with any other indemnifying parties) the defense of such action, in which event such defense shall be conducted by counsel chosen by 
such indemnifying party (or parties) and satisfactory to the indemnified party or parties who shall be defendant or defendants in such 
action, and such defendant or defendants shall bear the fees and expenses of any additional counsel retained by them; but if the 
indernniQing party shall elect not to assume the defense of such action, such indemnifying parties will reimburse such indemnified 
party or parties for the reasonable fees and expenses of any counsel retained by them, as such expenses are incurred; provided, 
however, if the defendants (including any impleaded parties) in any such action include both the indemnified party and the 
indemnifying party, and counsel for the indemnified party shall have concluded, in its reasonable judgment, that there may be a 
conflict of interest involved in the representation by such counsel of both the indemnifying party and the indemnified party, the 
indemnified party or parties shall have the right to select separate counsel, satisfactory to the indemnifying party, to participate in the 
defense of such action on behalf of such indemnified party or parties (it being understood, however, that the indemnifying party shall 
not be liable for the expenses of more than one separate counsel (in addition to one local counsel) representing the indemnified parties 
who are parties to such action). Each of the Company and the several Underwriters agrees that without the other party’s prior written 
consent, whch consent shall not be unreasonably withheld, it will not settle, compromise or consent tothe entry of any judgment in 
any claim in respect of which indemnification may be sought under the indemnification provisions of this Agreement, unless such 
settlement, compromise or consent includes an unconditional release of such other party from all liability arising out of such claim. 

(d) If the indemnification provided for in subparagraphs (a) or (b) above is for any reason unavailable to or insufficient to hold 
harmless an indemnified party in respect of any losses, liabilities, claims, damages or expenses referred to therein, then each 
indemnifying party shall contribute to the aggregate amount of such losses, liabilities, claims, damages and expenses incurred by such 
indemnified party, as incurred, (i) in such proportion as is appropriate to reflect the relative benefits received by the Company, on the 
one hand, and the Underwriters, on the other hand, from the offering of the Securities pursuant to this Agreement or (ii) if the 
allocation provided by clause (i) is not permitted by applicable law, in such proportion as is appropriate to reflect not only the relative 
benefits referred to in clause (i) above but also the relative fault of the Company, on the one hand, and of the Underwriters, on the 
other hand, in connection with the statements or omissions that resulted in such losses, liabilities, claims, damages or expenses, its well 
as any other relevant equitable considerations. The relative benefits received by the Company, on the one hand, and the Underwriters, 
on the other hand, in connection with 
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the offering of the Securities pursuant to ths  Agreement shall be deemed to be in the same respective proportions as the total net 
proceeds from the offering of the Securities pursuant to this Agreement (before deducting expenses) received by the Company and the 
total underwriting discount received by the Underwriters, in each case as set forth on the cover of the Prospectus, bear to the aggregate 
initial public offering price of the Securities as set forth on such cover. The relative fault of the Company, on the one hand, and the 
Underwriters, on the other hand, shall be determined by reference to, among other things, whether the untrue or alleged untrue 
statement of a material fact or omission or alleged omission to state a material fact relates to information supplied by the Company or 
by the Underwriters and the parties’ relative intent, knowledge, access to information and opportunity to correct or prevent such 
statement or omission. The Company and the Underwriters agree that it would not be just and equitable if contribution pursuant to ths  
subparagraph (d) were determined by pro rata allocation (even if the Underwriters were treated as one entity for such purpose) or by 
any other method of allocation that does not take account of the equitable considerations referred to above in this subparagraph (d). 
The rights of contribution contained in this paragraph 12 shall remain operative and in full force and effect regardless of any 
investigation made by or on behalf of any Underwriter of the Company and shall survive delivery of the Securities. No person guilty 
of fraudulent misrepresentation (within the meaning of Section 1 l(f) of the Securities Act) shall be entitled to contribution from any 
person who was not guilty of such fraudulent misrepresentation. For purposes of this subparagraph Id), each officer and director of 
each Underwriter and each person, if any, who controls an Underwriter w i t h  the meaning of Section 15 of the Securities Act or 
Section 20 of the Exchange Act shall have the same rights to contribution as such underwriter, and each director of the Company, 
each officer of the Company who signed the Registration Statement and each person, if any, who controls the Company within the 
meaning of Section 15 of the Securities Act or Section 20 of the Exchange Act shall have the same rights to contribution as the 
Company. The Underwriters’ respective obligations to contribute pursuant to this subparagraph(d) are several in proportion to the 
number of Securities set forth opposite their respective names in paragraph 4 and not joint. 

for use in the Registration Statement, the Pricing Prospectus, the Permitted Free Writing Prospectuses and Prospectus were the 
following parts of the section titled “Underwriting”: , 

13. Termination Date of this Aaeement. This Agreement may be terminated by the Representative at any time prior to the Closing 
Date by delivering written notice thereof to the Company, if on or after the date of this Agreement but prior to such time (a) there shall 
have occurred any general suspension of trading in securities on the New York Stock Exchange, or there shall have been established 
by the New York Stock Exchange or by the Commission or by any federal or state agency or by the decision of any court, any 
limitation on prices for such trading or any restrictions on the distribution of securities or (b) there shall have occurred any new 
outbreak of hostilities including, but not limited to, significant escalation of hostilities that existed prior to the date of this Agreement, 
or any national or international calamity or crisis, or any material adverse change in the financial markets of the United States, the 
effect of which outbreak, escalation, calamity or crisis, or material adverse change on the financial markets of 

(e) For purposes of this paragraph 12, it is understood and agreed that the only infomation provided by the Underwriters expressly 
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the United States shall be such as to make it impracticable, in the reasonable judgment of the Representative, for the Underwriters to 
enforce contracts for the sale of the Securities, or (c) the Company shall have sustained a substantial loss by fire, flood, accident or 
other calamity that renders it impracticable, in the reasonable judgment of the Representative, to ComUlllXnate the sale of the Securities 
and the delivery of the Securities by the several Underwriters at the initial public offering price, or (d) there shall have been any 
downgrading or any notice of any intended or potential downgrading in the rating accorded the Company’s securities by any 
“nationally recognized statistical rating organization” as that term is defined by the Commission for the purposes of Securities Act 
Rule 436(g)(2), or any such organization shall have publicly announced that it has under surveillance or review, with possible negative 
implications, its rating of the Securities, or any of the Company’s other outstanding debt, the effect of which in the reasonable 
judgment of the Representative, makes it impracticable or inadvisable to consummate the sale of the Securities and the delivery of the 
Securities by the several Underwriters at the initial public offering price or (e) there shall have been declared, by either federal or New 
York authorities, a general banking moratorium. This Agreement may also be terminated at any time prior to the CJosing Date if in the 
reasonable judgment of the Representative the subject matter of any amendment or supplement to the Registration Statement, the 
Pricing Prospectus or Prospectus (other than an amendment or supplement relating solely to the activity of any Underwriter or 
Underwriters) filed after the execution of this Agreement shall have materially impaired the marketability of the Securities. Any 
termination hereof pursuant to tlm paragraph 13 shall be without liability of any party to any other party except as otherwise provided 
in paragraphs 8 and 9. 

14. Miscellaneous. The validity and interpretation of this Agreement shall be governed by the laws of the State ofNew York. 
Unless otherwise specified, time of day refers to New York City time. This Agreement shall inure to the benefit of, and be binding 
upon, the Company, the several Underwriters, and with respect to the provisions of paragraph 12 hereof, the officers and directors and 
each controlling person referred to in paragraph 12 hereof, and their respective successors. Nothing in this Agreement is intended or 
shall be construed to give to any other person, firm or corporation any legal or equitable right, remedy or claim under or in respect of 
this Agreement or any provision herein contained. The term ‘‘successors’’ as used in this Agreement shall not include any purchaser, as 
such purchaser, of any of the Securities fiom any of the several Underwriters. 

contemplated by this Agreement, the Company and the Underwriters have an arms length business relationship that creates no 
fiduciary duty on the part of any party and each expressly disclaims any fiduciary relationshp, (ii) the Underwriters and their 
respective affiliates may be engaged in a broad range of transactions that involve interests that differ fiom those of the Company, 
(iii) the Underwriters have not provided any legal, accounting, regulatory or tax advice with respect to the offering contemplated 
hereby and the Company has consulted its own legal, accounting, regulatory and tax advisors to the extent it deemed appropriate, and 
(iv) any review by the Underwriters of the Company, the transactions contemplated hereby or other matters relating to such 
transactions will be performed solely for the benefit of the Underwriters and shall not be on behalf of the Company. 

15. Nature of Relationship. The Company acknowledges and agrees that (i) in connection with all aspects of each transaction 
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16. Notices. All communications hereunder shall be in writing or by tekfax and, if to the Underwriters, shall be mailed, transmitted 
by any standard form of telecommunication or delivered to the Representative at 

9 

and if to the Company, shall be mailed or delivered to it at 410 South Wilmington Street, Raleigh, North Carolina 27601, Attention: 
Thomas R. Sullivan, Treasurer. 

17. Counterparts. This Agreement may be simultaneously executed in counterparts, each of which when so executed shall be 
deemed to be an original. Such counterparts shall together constitute one and the same instrument. 

18. Defined Terms. Unless otherwise defined herein, capitalized t e m  used in this Underwriting Agreement shall have the 
meanings assigned to them in the Registration Statement. 

[The remainder of this page has been intentionally le@ blank] 
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If the foregoing is in accordance with your understanding of our agreement, kindly sign and return to the Company the enclosed 
duplicate hereof whereupon it will become a binding agreement between the Company and the several Underwriters in accordance 
with its terms. 

Very truly yours, 

FLORIDA POWER CORPORATION 
d/b/a PROGRESS ENERGY FLORIDA, 
INC. 
By: 

Authorized Representative 

Accepted as of the date first 
above written, as Underwriter 
named in, and as the Representative 
of the other Underwriters named in, 
Section 1 of this Agreement. 

[REPRESENTATIVE] 

By: 
Authorized Representative 

[Signature Page of First Mortgage Bond Underwriting Agreemenu 



SCHEDULE 1 
PRICING TERM SHEET 

Underwriting Agreement dated 2 20 

Representative( s) : 

Supplement a1 Indenture: 

Designation: 

, dated as of 9 20 

First Mortgage Bonds, % Series due 

Principal Amount: 

Date of Maturity: $ 

Interest Rate: % per annum, payable and 
of each year, commencing 

Purchase Price: 

date. 

% of the principal amount thereof, plus accrued 
interest, if any, fiom 1 , if settlement occurs after that 

Public Offering Price: 

after that date. 

% of the principal amount thereof, plus 
accrued interest, if any, from 9 , if settlement occurs 

Redemption Terms: 

Closing Date: 9 

The issuer has filed a registration statement (including a prospectus) with the SEC for the offering to which this 
communication relates. Before you invest, you should read the prospectus in that registration statement and other documents 
the issuer has filed with the SEC for more complete information about the issuer and this offering. You may get these 
documents for free by visiting EDGAR on the SEC Web site at www.sec.gov (and more specifically, at the URL link 
h~://sec.aov/c~i-bin/browse-ed~ar?action=~etco~~any&CIK=OOOOO37637&owner=include). Alternatively, the issuer, any 
underwriter or any dealer participating in the offering will arrange to send you the prospectus if you request it by calling toll- 
free at 1-8[xx-xxx-xx~x]. 



SCHEDULE II 
PRICING DISCLOSURE PACKAGE 

1) Prospectus dated 9 20 

2) Preliminary Prospectus Supplement dated > 20 (which shall be deemed to include the 
Incorporated Documents) 

3) Permitted Free Writing Prospectuses 

a) Pricing Term Sheet attached as Schedule I hereto 



FLORIDA POWER CORPORATION 
d/b/a PROGEWSS ENERGY FLORIDA, INC. 

[Title of Debt Security] 
UNDERWIUTING AGREEMENT 

Exhibit l(b) 

f 20- 
To the Representative named in Schedule I hereto 
of the Underwriters named in Section 1 herein 
Dear Ladies and Gentlemen: 

with each of the several Underwriters hereinafter named as follows: 

deemed to mean the following frms, and any underwriter substituted as provided in paragraph 6 hereof, and the term “Underwriter” 
shall be deemed to mean any one of such Underwriters: 

The undersigned Florida Power Corporation a l a  Progress Energy Florida, Inc. (the “Company”) hereby c o n f m  its agreement 

1. Undenvriters and Representative. The term “Underwriters” as used in t h s  Underwriting Agreement (this “Agreement”) shall be 

L 1  
-1 
L I  

The term “Representative” as used herein shall be deemed to mean the firm or the f m s  named in Schedule I hereto, collectively. If 
any firm or firms named as Representative in Schedule I hereto are the only firm or firms serving as underwriters, then the terms 
“Underwriters” and “Representative,” as used herein, shall each be deemed to refer to such firm or firms. If more than one fum is 
named in Schedule I hereto, such f m  represent, jointly and severally, that they have been authorized by the Underwriters to execute 
this Agreement on their behalf and to act for them as Representative in the manner herein provided. All obligations of the 
Underwriters hereunder are several and not joint. If more than one firm is named as Representative in Schedule I hereto, any action 
under or in respect of this Agreement may be taken by such firms jointly as the Representative or by one of the firms acting on behalf 
of the Representative, and such action will be binding upon all the Underwriters. 

2. Description of Securities. The Company proposes to issue and sell its debt securities of the designation, with the terms and in the 
amount specified in Schedule I hereto (the “Securities”) under a governing indenture dated as of December 7,2005 (the “Base 
Indenture”) between the Company and J.P. Morgan Trust Company, National Association, as trustee (the “Trustee”), as supplemented 

“Officer’s Certificate”; and the Base Indenture as so supplemented, the “Indenture”) in substantially the form heretofore delivered to 
the Representative. 

and amended, and as m h e r  supplemented and amended by an officer’s certificate dated as of 7 20 (the 



3. Remesentations and Warranties of the Companv. The Company represents and warrants to each of the Underwriters that: 
(a) The Company has filed with the Securities and Exchange Commission (the “Commission”) a registration statement on Form S- 

3, as amended (No. 333- 
“Securities Act”), for the registration of up to an aggregate of $ principal amount of First Mortgage Bonds, Debt Securities 
and Preferred Stock in unallocated amounts. The New Registration Statement also constituted post-effective amendment no. 1 to a 
registration statement on Form S-3 (No. 333- ) (the “Post-Effective Amendment” and together with the New Registration 
Statement, the “Registration Statement”) under the Securities Act relating to an aggregate of $ principal amount of the 
Company’s securities, which had been previously registered under the Securities Act but remained unsold at the time the Post- 
Effective Amendment became effective. The Registration Statement contained a combined prospectus for the sale of up to an 
aggregate of $ principal amount of the Company’s First Mortgage Bonds, Debt Securities and Preferred Stock (the 
“Registered Securities”) in unallocated amounts. The Registration Statement was declared effective by the Commission on 

, 20 
Registered Securities. The tenn “Registration Statement” shall be deemed to include all amendments to the date hereof and all 
documents incorporated by reference therein (the “Incorporated Documents”). The base prospectus filed as part of the Registration 
Statement, in the form in which it has most recently been filed with the Commission prior to the date of this Agreement, is hereinafter 
called the “Basic Prospectus.” The Basic Prospectus included in the Registration Statement, as supplemented by a preliminary 
prospectus supplement, dated 
(other than amendments or supplements relating to Registered Securities other than the Securities), including the Incorporated 
Documents, is hereinafter referred to as the “Preliminary Prospectus.” The Preliminary Prospectus, as amended and supplemented, 
including the Incorporated Documents, at or immediateIy prior to the Applicable Time (as defined below) is hereinafter called the 
“PricingProspectus.” The Basic Prospectus included in the Registration Statement, as it is to be supplemented by a prospectus 
supplement, dated on the date hereof, substantially in the form delivered to the Representative prior to the execution hereof, relating to 
the Securities (the “Prospectus Supplement”) and all prior amendments or supplements thereto (other than amendments or 
supplements relating to securities of the Company other than the Securities), including the Incorporated Documents, is hereinafter 
referred to as the “Prospectus.” Any reference herein to the terms “amend,” “amendment” or “supplement” with respect to the 
Registration Statement or the Prospectus shall be deemed to refer to and include any post-effective amendment to the Registration 
Statement, any prospectus supplement relating to the Securities filed with the Commission pursuant to Rule 424(b) under the 
Securities Act and the filing of any document under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), deemed 
to be incorporated therein after the date hereof and prior to the termination of the offering of the Securities by the Underwriters; and 
any references herein to the terms “Registration Statement” or “Prospectus” at a date after the filing of the Prospectus Supplement 
shall be deemed to refer to the Registration 

) (the “New Registration Statement”) under the Securities Act of 1933, as amended (the 

. As of the date hereof, the Company has sold an aggregate of $ principal amount of the 

, 20 , relating to the Securities, and all prior amendments or supplements thereto 



Statement or the Prospectus, as the case may be, as each may be amended or supplemented prior to such date. 

documents listed in Schedule 11, taken together, are collectively referred to as the “Pricing Disclosure Package.” 

Statement, the Prospectus and the Indenture, as of the date hereof and at the Closing Date (as defined herein), will c o q l y ,  in all 
material respects, with the applicable provisions of the Securities Act and the Trust Indenture Act of 1939, as amended (the “1939 
Act”), and the applicable instructions, rules and regulations of the Commission thereunder; the Registration Statement, at the time and 
date it was declared effective by the Commission and as of the date hereof, did not contain an untrue statement of a material fact or 
omit to state a material fact required to be stated therein or necessary to make the statements therein not misleading; the Pricing 
Disclosure Package as of the Applicable Time did not contain an untrue statement of a material fact or omit to state a material fact 
necessary in order to make the statements therein, in the light of the circumstances under whch they were made, not misleading; and 
the Prospectus, as of its date and at the Closing Date, will not contain an untrue statement of a material fact or omit to state a material 
fact necessary in order to make the statements therein, in the light of the circumstances under which they were made, not misleading; 
provided, however, that the foregoing representations and warranties in this subparagraph (b) shall not apply to statements or 
omissions made in reliance upon and in conformity with information furnished herein or in writing to the Company by the 
Representative or by or on behalf of any Underwriter through the Representative expressly for use in the Prospectus or to any 
statements in or omissions from the Statement of Eligibility (“Form T-1”) of the Trustee. The Incorporated Documents, at the time 
they were each filed with the Commission, complied in all material respects with the applicable requirements of the Exchange Act and 
the instructions, rules and regulations of the Commission thereunder; and any documents so filed and incorporated by reference 
subsequent to the date hereof and prior to the termination of the offering of the Securities by the Underwriters will, at the time they are 
each filed with the Commission, comply in all material respects with the requirements of the Exchange Act and the instructions, rules 
and regulations of the Commission thereunder; and, when read together with the RegistrationStatement, the Pricing Prospectus, the 
Permitted Free Writing Prospectuses (as defined in paragraph 5(a) hereof) and the Prospectus, none of such documents included or 
includes or will include any untrue statement of a material fact or omitted or omits or will omit to state any material fact required to be 
stated therein or necessary to make the statements therein, in the light of the circumstances under which they were made, not 
misleading. Each Permitted Free Writing Prospectus listed on Schedule I1 does not conflict in any material respect with the 
information contained in the Registration Statement, the Pricing Prospectus or the Prospectus. 

Florida; has corporate power and authority to own, lease and operate its properties and to conduct its business as 

For purposes of this Agreement, the “Applicable Time” is 

(b) The Registration Statement, at the time and date it was declared effective by the Commission, complied, and the Registration 

(New York City time) on the date of this Agreement; the 

(c) The Company has been incorporated, is validly existing as a corporation and its status is active under the laws ofthe State of 



contemplated under this Agreement and the other material agreements to which it is a party; and is duly qualified as a foreign 
corporation to transact business and is in good standing in each jurisdiction in which such qualification is required, whether by reason 
of the ownership or leasing of property or the conduct of business, except where the failure to so qualify would not have a material 
adverse effect on the business, properties, results of operations or financial condition of the Company. 

(d) The historical financial statements incorporated by reference in the Registration Statement, the Pricing Prospectus and the 
Prospectus present fairly the financial condition and operations of the Company at the respective dates or for the respective periods to 
which they apply; such financial statements have been prepared in each case in accordance with generally accepted accounting 
principles consistently applied throughout the periods involved, except that the quarterly financial statements, if any, incorporated by 
reference from any Quarterly Reports on Form 10-Q contain condensed footnotes prepared in accordance with applicable Exchange 
Act rules and regulations; and Deloitte & Touche LLP, which has audited certain of the financial statements is an independent 
registered public accounting firm as required by the Securities Act or the Exchange Act and the rules and regulations of the 
Commission thereunder. 

(e) Except as reflected in, or contemplated by, the Registration Statement and the Pricing Prospectus, since the respective dates as 
of which information is given in the Registration Statement and the Pricing Prospectus, and prior to the Closing Date, (i) there has not 
been any material adverse change in the business, properties, results of operations or financial condition of the Company, (ii) there has 
not been any material transaction entered into by the Company other than transactions contemplated by the Registration Statement and 
the Pricing Prospectus or transactions arising in the ordinary course of business and (iii) the Company has no material contingent 
obligation that is not disclosed in the Registration Statement and the Pricing Prospectus that could likely result in a material adverse 
change in the business, properties, results of operations or financial condition of the Company. 

and delivery of this Agreement, the consummation of the transactions herein contemplated and the fulfillment of the terms hereof on 
the part of the Company to be fulfilled have been duly authorized by all necessary corporate action of the Company in accordance 
with the provisions of its articles of incorporation, as amended (the “Charter”), by-laws and applicable law. 

(g) The consummation of the transactions herein contemplated and the fulfillment of the terms hereof will not result in a breach of 
any of the terms or provisions of, or constitute a default under, the Charter, the Company’s by-laws, applicable law or any indenture, 
mortgage, deed of trust or other agreement or instrument to which the Company is now a party or any judgment, order, writ or decree 
of any government or governmental authority or agency or court having jurisdiction over the Company or any of its assets, properties 
or operations that, in the case of any such breach or default, would 

(f) The Company has full power and authority to execute, deliver and perform its obligations under h s  Agreement. The execution 



have a material adverse effect on the business, properties, results of operations or financial condition of the Company. 
(h) The Securities conform in all material respects to the description contained in the Pricing Disclosure Package and the 

Prospectus. 
(i) The Company has no subsidiaries that meet the definition of “significant subsidiary” as defined in Section 210.1-02(w) of 

Regulation S-X promulgated under the Securities Act. 
(‘j) The Indenture (i) has been duly authorized, executed and delivered by the Company and, assuming due authorization, execution 

and delivery by the Trustee, constitutes a valid and legally binding obligation of the Company, enforceable against the Company in 
accordance with its terms, subject to (A) applicable bankruptcy, insolvency, reorganization, moratorium, fraudulent transfer or similar 
laws affecting creditors’ rights generally and (B) general principles of equity (regardless of whether such enforceability is considered 
in a proceeding at law or in equity and except for the effect on enforceability of federal or state law limiting, delaying or prohibiting 
the making of payments outside the United States); and (ii) conforms in all material respects to the description thereof in the Pricing 
Disclosure Package and the Prospectus. The Indenture has been qualified under the 1939 Act. 

and delivered against payment of the required consideration therefor, will constitute valid and legally binding obligations of the 
Company, entitled to the benefits of the Indenture enforceable against the Company in accordance with its terms, subject to 
(i) applicable bankruptcy, insolvency, reorganization, moratorium, fraudulent transfer or similar laws affecting creditors’ rights 
generally and (ii) general principles of equity (regardless of whether such enforceability is considered in a proceeding at law or in 
equity and except for the effect on enforceability of federal or state law limiting, delaying or prohibiting the making of payments 
outside the United States). 

(1) The Company is not an “investment company” withn the meaning of the Investment Company Act of 1940, as amended (the 
“1940 Act”). 

(m) Except as described in or contemplated by the Pricing Prospectus, there are no pending or, to the knowledge of the Company, 
threatened actions, suits or proceedings (regulatory or otherwise) against or affecting the Company or its properties that are likely in 
the aggregate to result in any material adverse change in the business, properties, results of operations or financial condition of the 
Company, or that are likely in the aggregate to materially and adversely affect the Indenture, the Securities or the consummation of 
this Agreement or the transactions contemplated herein or therein. 

(n) No fdhg with, or authorization, approval, consent, license, order, registration, qualification or decree of, any court or 
governmental authority or agency is necessary or required for the performance by the Company of its obligations hereunder in 

(k) The Securities have been duly authorized by the Company and, when authenticated in the manner provided for in the Indenture 



connection with the offering, issuance or sale of the Securities hereunder or the consummation of the transactions herein contemplated 
or for the due execution, delivery or performance of the Indenture by the Company, except such as have already been made or 
obtained or as may be required under the Securities Act or state securities laws and except for the qualification of the Indenture under 
the 1939 Act. 

4. Purchase and Sale. On the basis of the representations, warranties and covenants herein contained, but subject to the terms and 
conditions herein set forth, the Company agrees to sell to each of the Underwriters, severally and not jointly, and each such 
Underwriter agrees, severally and not jointly, to purchase from the Company, the respective principal amount of Securities set forth 
opposite the name of such Underwriter below at a purchase price of % of the principal amount thereof: 

Principal Amount of 
Underwriter Securities 

[I u 
r 1 
Total 

The Underwriters agree to make promptly a bona fide public offering of the Securities to the public for sale as set forth in the 
Prospectus, subject, however, to the term and conditions of this Agreement. The Underwriters agree that (i) no sales of the Securities 
will occur before investors are presented with the information that is contained in the Pricing Disclosure Package and (ii) such 
information that is presented to investors is consistent with the information that is contained in the Pricing Disclosure Package. 

5.  Free Writing ProsDectuses. 
(a) The Company represents and agrees that, without the prior consent of the Representative, it has not made and will not make any 

offer relating to the Securities that would constitute a “free writing prospectus” as defined in Rule 405 under the Act, other than a 
Permitted Free Writing P ~ o s ~ ~ c ~ u s ;  each Underwriter represents and agrees that, without the prior consent of the Company and the 
Representative, it has not made and will not make any offer relating to the Securities that would constitute a “free writing prospectus,” 
as defmed in Rule 405 under the Act, other than a Permitted Free Writing Prospectus or a free writing prospectus that is not required 
to be filed by the Company pursuant to Rule 433 under the Securities Act (an “Underwriter Free Writing Prospectus”). Any such free 
writing prospectus the use of which is consented to by the Company and the Representative is referred to herein as a “Permitted Free 
Writing Prospectus”. The only Permitted Free Writing Prospectus as of the time of this Agreement is the pricing term sheet referred to 
in paragraph 5(b) below. 

(b) The Company agrees to file a pricing term sheet, in the form of Schedule I hereto and approved by the Representative pursuant 
to Rule 433(d) under the Securities Act within the time period prescribed by such Rule. 



(c) The Company and the Underwriters have complied and will comply with the requirements of RuIe 433 under the Securities Act 

(d) The Company agrees that if at any time following issuance of a Permitted Free Writing Prospectus any event occurred or occurs 
applicable to any free writing prospectus, including timely Commission filing where required and legending. 

as a result of which such Permitted Free Writing Prospectus would conflict in any material respect with the information in the 
Registration Statement, the Pricing Prospectus or the Prospectus or include an untrue statement of a material fact or omit to state any 
material fact necessary in order to make the statements therein, in light of the circumstances then prevailing, not misleading, the 
Company will give prompt notice thereof to the Representative and, if requested by the Representative, will prepare and furnish 
without charge to each Underwriter a Permitted Free Writing Prospectus or other document which will correct such conflict, statement 
or omission; provided, however, that this representation and warranty shall not apply to any statements or omissions in a Permitted 
Free Writing Prospectus made in reliance upon and in conformity with information furnished in writing to the Company by an 
Underwriter through the Representative, expressly for use therein. 

6. Time and Place of ClosinR; Default of Underwriters. 
(a) Payment for the Securities shall be made at the office of Hunton & Williams LLP, located at 421 Fayetteville Street Mall, 

Raleigh, North Carolina 27601 on the date specified in Schedule I hereto against delivery of the Securities at the office of 3.P. Morgan 
Trust Company, National Association, 4 New York Plaza New York, New York 10004, or such other place, time and date as the 
Representative and the Company may agree. The hour and date of such delivery and payment are herein called the “Closing Date.” 
Payment for the Securities shall be by wire transfer of immediately available hnds against delivery to The Depository Trust Company 
or to J.P. Morgan Trust Company, National Association, as custodian for The Depository Trust Company, in fully registered global 
form registered in the name of CEDE & Co., as nominee for The Depository Trust Company, for the respective accounts specified by 
the Representative not later than the close of business on the business day prior to the Closing Date or such other date and time not 
later than the Closing Date as agreed by The Depository Trust Company or J.P. Morgan Trust Company, National Association. For the 
purpose of expediting the checking of the certificates by the Representative, the Company agrees to make the Securities available to 
the Representative not later than 1O:OO A.M. New York time, on the last full business day prior to the Closing Date at said office of 
J.P. Morgan Trust Company, National Association. 

(b) If one or more Underwriters shall, for any reason other than a reason permitted hereunder, fail to take up and pay for the 
principal amount of the Securities to be purchased by such one or more Underwriters, the Company shall immediately notify the 
Representative, and the non-defaulting Underwriters shall be obligated to take up and pay for (in addition to the respective principal 
amount of the Securities set forth opposite their respective names in paragraph 4) the principal amount of such Securities that such 
defaulting Underwriter or Underwriters failed to take up and pay for, up to a principal amount thereof equal to 10% of the principal 
amount of such Securities. Each non- 



defaulting Underwriter shall do so on a pro-rata basis according to the amounts set forth opposite the name of such non-defaulting 
Underwriter in paragraph 4, and such non-defaulting Underwriters shall have the right, within 24 hours of receipt of such notice, either 
to take up and pay for (in such proportion as may be agreed upon among them), or to substitute another Underwriter or Undenvriters, 
satisfactory to the Company, to take up and pay for the remaining principal amount of the Securities that the defaulting Undenvriter or 
Underwriters agreed but failed to purchase. If any unpurchased Securities still remain, then the Company or the Representative shall 
be entitled to an additional period of 24 hours within which to procure another party or parties, members of the National Association 
of Securities Dealers, Inc. (or if not members of such Association, who are not eligible for membership in said Association and who 
agree (i) to make no sales withn the United States, its territories or its possessions or to persons who are citizens thereof or residents 
therein and (ii) in makmg sales to comply with said Association’s Conduct Rules) and satisfactory to the Company, to purchase or 
agree to purchase such unpurchased Securities on the t e m  herein set forth. In any such case, either the Representative or the 
Company shall have the right to postpone the Closing Date for a period not to exceed three full business days from the date agreed 
upon in accordance with tlm paragraph 6, in order that the necessary changes in the Regisbation Statement and Prospectus and any 
other documents and arrangements may be effected. If (i) neither the non-defaulting Underwriters nor the Company has arranged for 
the purchase of such unpurchased Securities by another party or parties as above provided and (ii) the Company and the non- 
defaulting Underwriters have not mutually agreed to offer and sell the Securities other than the unpurchased Securities, then this 
Agreement shall terminate without any liability on the part of the Company or any Underwriter (other than an Underwriter that shall 
have failed or refused, in accordance with the terms hereof, to purchase and pay for the principal amount of the Securities that such 
Underwriter has agreed to purchase as provided in paragraph 4 hereof), except as otherwise provided in paragraph 7 and paragraph 8 
hereof. 

7. Covenants of the Company. The Company covenants with each Underwriter that: 
(a) As soon as reasonably possible after the execution and delivery of this Agreement, the Company will file the Prospectus with 

the Commission pursuant to Rule 424 under the Securities Act (“Rule 424”), setting forth, among other things, the necessary 
information with respect to the terms of offering of the Securities and make any other required filings pursuant to Rule 433 under the 
Securities Act. Upon request, the Company will promptly deliver to the Representative and to counsel for the Underwriters, to the 
extent not previously delivered, one fully executed copy or one conformed copy, certified by an officer of the Company, of the 
Registration Statement, as originally filed, and of all amendments thereto, if any, heretofore or hereafter made (other than those 
relating solely to Registered Securities other than the Securities), including any post-effective amendment (in each case including all 
edubits filed therewith and all documents incorporated therein not previously furnished to the Representative), including signed 
copies of each consent and certificate included therein or filed as an exhibit thereto, and will deliver to the Representative for 
distribution to the Underwriters as many conformed copies of the foregoing (excluding the exhibits, but including all documents 
incorporated therein) as the Representative may reasonably request. The 



Company will also send to the Underwriters as soon as practicabIe after the date of this Agreement and thereafter from time to time as 
many copies of the Prospectus and the Preliminary Prospectus as the Representative may reasonably request for the purposes required 
by the Securities Act. 

(b) During such period (not exceeding nine months) after the commencement of the offering of the Securities as the Underwriters 
may be required by law to deliver a Prospectus, if any event relating to or affecting the Company, or of whch the Company shall be 
advised in writing by the Representative shall occur, which in the Company’s reasonable opinion (after consultation with counsel for 
the Representative) should be set forth in a supplement to or an amendment of the Prospectus in order to Make the Prospectus not 
misleading in the light of the circumstances when it is delivered to a purchaser, or if it is necessary to amend the Prospectus to comply 
with the Securities Act, the Company will forthwith at its expense prepare and b i s h  to the Underwriters and dealers named by the 
Representative a reasonable number of copies of a supplement or supplements or an amendment or amendments to the Prospectus 
which will supplement or amend the Prospectus so that as supplemented or amended it will comply with the Securities Act and will 
not contain any untrue statement of a material fact or omit to state any material fact necessary in order to make the statements therein, 
in the light of the circumstances when the Prospectus is delivered to a purchaser, not misleading. In case any Underwriter is required 
to deliver a Prospectus after the expiration of nine months after the commencement of the offering of the Securities, the Company, 
upon the request of the Representative, will h i s h  to the Representative, at the expense of such Underwriter, a reasonable quantity of 
a supplemented or amended prospectus, or supplements or amendments to the Prospectus, complying with Section lO(a> of the 
Securities Act, 

than 16 months after the end of the fiscal quarter in whch the filing of the Prospectus pursuant to Rule 424 occurs, an earning 
statement (in form complying with the provisions of Section 1 l(a) of the Securities Act, which need not be certified by independent 
public accountants) covering a period of twelve months beginning not later than the first day of the Company’s fiscal quarter next 
following the filing of the Prospectus pursuant to Rule 424. 

the Closing Date and to satisfy all conditions precedent to the delivery by it of the Securities. 

to Rule 424 and of any amendment or supplement to the Prospectus or Registration Statement or of official notice of institution of 
proceedings for, or the entry of, a stop order suspending the effectiveness of the Registration Statement and, if such a stop order 
should be entered, use its best efforts to obtain the prompt removal thereof. 

(c) The Company will make generally available to its security holders, as soon as reasonably practicable, but in any event not later 

(d) The Company will use its best efforts promptly to do and perfom all things to be done and performed by it hereunder prior to 

(e) The Company will advise the Representative, or the Representative’s counsel, promptly of the filing of the Prospectus pursuant 



(f) The Company will use its best efforts to qualify the Securities, as may be required, for offer and sale under the Blue Sky or legal 
investment laws of such jurisdictions as the Representative may designate, and will file and make in each year such statements or 
reports as are or may be reasonably required by the laws of such jurisdictions; provided, however, that the Company shall not be 
required to qualify as a foreign corporation or dealer in securities, or to file any general consents to service of process under the laws 
of any jurisdiction. 

Statement or supplenient to the Pricing Prospectus or the Prospectus (in each case other than amendments or supplements relating to 
Registered Securities other than the Securities) whch shall not have previously been furnished to the Representative or of which the 
Representative shall not previously have been advised or to which the Representative shall reasonably object in writing and which has 
not been approved by the Representative or its counsel. 

8. Payment of Expenses. The Company will pay all expenses incident to the performance of its obligations under this Agreement, 
including (i) the printing and filing of the Registration Statement and the printing of this Agreement, (ii) the delivery of the Securities 
to the Underwriters, (iii) the fees and disbursements of the Company’s counsel and accountants, (iv) the expenses in connection with 
the qualification of the Securities under securities laws in accordance with the provisions of paragraph 7(f)  hereof, including filing 
fees and the fees and disbursements of counsel for the Underwriters in connection therewith, such fees and disbursements not to 
exceed $7,500, (v) the printing and delivery to the Underwriters of copies of the Registration Statement and all amendments thereto, 
of the Preliminary Prospectus, any Permitted Free Writing Prospectus and the Prospectus and any amendments or supplements thereto, 
(vi) the printing and delivery to the Underwriters of copies of the Blue Sky Survey, and (vii) the prqaration and execution by the 
Company of the Indenture; and the Company will pay all taxes, if any (but not including any transfer taxes), on the issue of the 
Securities. The fees and disbursements of Underwriters’ counsel shall be paid by the Underwriters (subject, however, to the provisions 
of this paragraph 8 requiring payment by the Company of fees and disbursements not to exceed $7,500); provided, however, that if 
this Agreement is terminated in accordance with the provisions of paragraph 9, 10 or 12 hereof, the Company shall reimburse the 
Representative for the account of the Underwriters for the fees and disbursements of Underwriters’ counsel. The Company shall not be 
required to pay any amount for any expenses of the Representative or of any other of the Underwriters except as provided in paragraph 
7 hereof and in this paragraph 8. The Company shall not in any event be liable to any of the Underwriters for damages on account of 
the loss of anticbated urofit. 

(9) Prior to the termination of the offering of the Securities, the Company will not file any amendment to the Registration 

9. Conditions of Underwriters’ Obligations. The several obligations of the Underwriters to purchase and pay for the Securities shall 
be subject to the accuracy of the representations and warranties on the part of the Company as of the date hereof and the Closing Date, 
to the ierformance by the Company of its obligations to be performed hereunder prior to the Closing Date, and to the foIlowhg 
hrther conditions: 

(a) No stop order suspending the effectiveness of the Registration Statement shall be in effect on the Closing Date and no 
proceedings for that purpose shall be 



pending before) or, to the Company’s howledge, threatened by, the Commission on the Closing Date. The Representative shall have 
received, prior to payment for the Securities, a certificate dated the Closing Date and signed by the Chairman, President, Treasurer or 
a Vice President of the Company to the effect that no such stop order is in effect and that no proceedings for such purpose are pending 
before or, to the knowledge of the Company) threatened by the Commission. 

(b) At the time of execution of this Agreement, or such later date as shall have been consented to by the Representative, there shall 
have been issued, and on the Closing Date there shall be in full force and effect, an order of the Florida Public Service Commission 
authorizing the issuance and sale of the Securities) which shall not contain any provision unacceptable to the Representative by reason 
of its being materially adverse to the Company (it being understood that no such order in effect on the date of this Agreement and 
heretofore -shed to the Representative or counsel for the Underwriters contains any such unacceptable provision). 

(c) At the Closing Date, the Representative shall receive favorable opinions from: (1) Hunton & Williams LLP, counsel to the 
Company, which opinion shall be satisfactory in form and substance to counsel for the Underwriters, and (2) Dewey Ballantine LLP, 
counsel for the Underwriters, in each of which opinions (except as to subdivision (vi) (as to documents incorporated by reference, at 
the time they were filed with the Commission) as to whch Dewey Ballantine LLP need express no opinion) said counsel may rely as 
to all matters of Florida law upon the opinion of R. Alexander Glenn, Deputy General Counsel - Florida of Progress Energy Service 
Company LLC, acting as counsel to the Company, to the effect that: 

(i) the Indenture has been duly and validly authorized by all necessary corporate action, has been duly and validly executed and 
delivered by the Company, and is a valid and binding obligation of the Company enforceable in accordance with its tenns, except as 
limited by banlauptcy, insolvency or other laws affecting creditors’ rights and general equitable principles and any implied covenant 
of good faith and fair dealings; 

(ii) the Indenture has been duly qualified under the 1939 Act; 
(iii) assuming authentication of the Securities by the Trustee in accordance with the Indenture and delivery of the Securities to and 

payment for the Securities by the Underwriters, as provided in this Agreement) the Securities have been duly and validly authorized, 
executed and delivered and are legal, valid and binding obligations of the Company enforceable in accordance with their terms, except 
as limited by bankruptcy, insolvency or other laws affecting creditors’ rights and general equitable principles and any implied 
covenant of good faith and fair dealings, and are entitled to the benefits of the Indenture; 

summaries 
(iv) the statements made in the Prospectus under the caption “Description of Debt Securities,” insofar as they purport to constitute 



of the documents referred to therein, are accurate summaries in all material respects; 
(v) this Agreement has been duly and validly authorized, executed and delivered by the Company; 
(vi) the Registration Statement, at the time and date it was declared effective by the Commission and as of the date hereof, the 

Preliminary Prospectus, the Pricing Prospectus, the Permitted Free Writing Prospectuses and the Prospectus, at the time each was filed 
with, or transmitted for filing to, the Commission pursuant to Rule 424 (except as to the financial statements and other financial and 
statistical data constituting a part thereof or incorporated by reference therein, upon which such opinions need not pass), complied as 
to form in all material respects with the requirements of the Securities Act and the 1939 Act and the applicable instructions, d e s  and 
regulations of the Commission thereunder; the documents or portions thereof filed with the Commission pursuant to the Exchange Act 
and deemed tu be incorporated by reference in the Registration Statement, the Preliminary Prospectus, the Pricing ]Prospectus and the 
Prospectus pursuant to Item 12 of Form S-3 (except as to financial statements and other financial and statistical data constituting a part 
thereof or incorporated by reference therein and that part of the Registration Statement that constitutes the Statement of Eligibility on 
Form T-1, upon which such opinions need not pass), at the time they were filed with the Commission, complied as to form in all 
material respects with the requirements of the Exchange Act and the applicable instructions, rules and regulations of the Commission 
thereunder; the Registration Statement has become effective under the Securities Act and, to the best of the knowledge of said counsel, 
no stop order suspending the effectiveness of the Registration Statement has been issued and not withdrawn and no proceedings for a 
stop order with respect thereto are threatened or pending under Section 8 of the Securities Act; and 

(vii) nothing has come to the attention of said counsel that would lead them to believe that the Registration Statement, at the time 
and date it was declared effective by the Commission and as of the date hereof, contained an untrue statement of a material fact or 
omitted to state a material fact required to be stated therein or necessary to make the statements therein not misleading; and nothng 
has come to the attention of said counsel that would lead them to believe that (x) the Pricing Disclosure Package, as of the Applicable 
Time, included an untrue statement of a material fact or omitted to state a material fact necessary in order to make the statements 
therein, in light of the circumstances under which they were made, not misleading or (y) the Prospectus, as of its date and, as amended 
or supplemented, at the Closing Date, included or includes an untrue statement of a material fact or omitted or omits to state a material 
fact necessary in order to make the statements therein, in the light of the circumstances under which they were made, not misleading 
(except as to financial statements and other financial and statistical data constituting a part of the Registration Statement, the Pricing 
Disclosure Package or the Prospectus or incorporated by reference therein 



and that part of the Registration Statement that constitutes the Statement of Eligibility on Form T-1 , upon which such opinions need 
not pass). 

(d] At the Closing Date, the Representative shall receive from R. Alexander Glenn, Deputy General Counsel - Florida of Progress 
Energy Service Company, LLC, acting as counsel to the Company, a favorable opinion in form and substance satisfactory to counsel 
for the Underwriters, to the same effect with respect to the matters enumerated in subdivisions (i), (iii), (v) and (vii) of subparagraph 
(c) of this paragraph 9 as the opinions required by said subparagraph (c), and to the further effect that: 

(i) the Company has been incorporated, is validly existing as a corporation and its status is active under the laws of the State of 
Florida; 

(ii) the Company is duly authorized by its Charter to conduct the business that it is now conducting as set forth in the Prospectus; 
(iii) the Company is an electrical utility engaged in the business of generating, transmitting, distributing and selling electric power 

to the general public in the State of Florida; 
(iv) the Company has valid and subsisting franchises, licenses and pennits adequate for the conduct of its business, except where 

the failure to hold such franchises, licenses and permits would not have a material adverse effect on the business, properties, results of 
operations or fmancial condition of the Company; 

(v) the issuance and sale of the Securities have been duly authorized by all necessary corporate action on the part of the Company; 
(vi) an order has been entered by the Florida Public Service Commission authorizing the issuance and sale of the Securities; and tu 

the best of the knowledge of said counsel, said order is still in force and effect; and no further filing with, approval, authorization, 
consent or other order of, any public board or body (except such as have been obtained under the Securities Act and as may be 
required under the state securities or Blue Sky laws of any jurisdiction) is legally required for the consummation of the transactions 
contemplated in this Agreement; 

(vii) except as described in or contemplated by the Prospectus, there are no pending actions, suits or proceedings (regulatory or 
otherwise) against the Company or any properties that are likely, in the aggregate, to result in any material adverse change in the 
business, properties, results of operations or fmancial condition of the Company or that are llkely, in the aggregate, to materially and 
adversely affect the Indenture, the Securities or the consummation of this Agreement, or the transactions contemplated herein or 
therein; and 

of any of the terms or 
(viii) the consummation of the transactions herein contemplated and the fulfillment of the terms hereof will not (i) result in a breach 



provisions of, or constitute a default under, the Charter or the Company’s by-laws or (ii) result in a material breach of any t e m  or 
provisions of, or constitute a default under, any applicable law, indenture, mortgage, deed of trust or other agreement or instrument to 
which the Company is now a party or any judgment, order, writ or decree of any government or governmental authority or agency or 
court having jurisdiction over the Company or any of its assets, properties or operations that, in the case of any such breach or default, 
would have a material adverse effect on business, properties, results of operations or financial condition of the Company. 

(e) The Representative shall have received on the date hereof and shall receive on the Closing Date from Deloitte & Touche LLP, a 
letter addressed to the Representative containing statements and information of the type ordinarily included in accountants ’ SAS 72 
“comfort letters” to underwriters with respect to the audit reports, financial statements and certain financial information contained in 
or incorporated by reference into the Prospectus. 

(f) At the Closing Date, the Representative shall receive a certificate of the Chairman, President, Treasurer or a Vice President of 
the Company, dated the Closing Date, to the effect that the representations and warranties of the Company in this Agreement are true 
and correct as of the Closing Date. 

(g) The Permitted Free Writing Prospectus, and any other material required pursuant to Rule 433(d) under the Securities Act, shall 
have been filed by the Company with the Commission within the applicable time periods prescribed by Rule 433. 

(h) All legal proceedings taken in connection with the sale and delivery of the Securities shall have been satisfactory in form and 
substance to counsel for the Underwriters, and the Company, as of the Closing Date, shall be in compliance with any governing order 
of the Florida Public Service Commission, except where the failure to comply with such order would not be material to the offering or 
validity of the Securities. 

In case any of the conditions specified above in t h s  paragraph 9 shall not have been firlfilled or waived by 2:OO P.M. on the 
Closing Date, this Agreement may be terminated by the Representative by delivering written notice thereof to the Company. Any such 
termination shall be without liability of any party to any other party except as otherwise provided in paragraphs 7 and 8 hereof. 

following conditions: 

proceedings for that purpose shall be pending before or threatened by the Commission on the Closing Date. 

consented to by the Company, there shall have been issued and on the Closing Date there shall be in full force and effect an 

10. Conditions of the Company’s Obligations. The obligations of the Company to deliver the Securities shall be subject to the 

(a> No stop order suspending the effectiveness of the Registration Statement shall be in effect on the Closing Date, and no 

(b) Prior to 12:OO Noon, New York time, on the day following the date of this Agreement, or such later date as shall have been 



order of the Florida Public Service Commission authorizing the issuance and sale by the Company of the Securities, which shall not 
contain any provision unacceptable to the Company by reason of its being materially adverse to the Company (it being understood that 
the order in effect as of the date of ths  Agreement contains any such unacceptable provision). 

In case any of the conditions specified in this paragraph 10 shall not have been fulfilled at the Closing Date, this Agreement may be 
terminated by the Company by delivering written notice thereof to the Representative. Any such termination shall be without liability 
of any party to any other party except as otherwise provided in paragraphs 7 and 8 hereof. 

1 1. Indemnification. 
(a) The Company agrees to indemnify and hold harmless each Underwriter, each officer and director of each Underwriter and each 

person who controls any Underwriter within the meaning of Section 15 of the Securities Act against any and all losses, claim, 
damages or liabilities, joint or several, to whch they or any of them may become subject and to reimburse each such Underwriter, 
each such officer and director, and each such controlling person for any legal or other expenses (including to the extent hereinafter 
provided, reasonable counsel fees) incurred by them, when and as incurred, in connection with investigating any such losses, claims, 
damages or liabilities or in connection with defending any actions, insofar as such losses, claims, damages, liabilities, expenses or 
actions arise out of or are based upon any untrue statement, or alleged untrue statement, of a material fact contained in the Registration 
Statement, the Preliminary Prospectus, the Pricing Prospectus, the Permitted Free Writing Prospectuses or the Prospectus, or in the 
Registration Statement or Prospectus as amended or supplemented (if any amendments or supplements thereto shall have been 
furnished), or in any free writing prospectus used by the Company other than a Pennitted Free Writing Prospectus, or the omission or 
alleged omission to state therein a material fact required to be stated therein or necessary to make the statements therein not 
misleading; provided, however, that the indemnity agreement contained in this paragraph 11 shall not apply to any such losses, claims, 
damages, liabilities, expenses or actions arising out of or based upon any such untrue statement or alleged untrue statement, or any 
such omission or alleged omission, if such statement or omission was made in reliance upon and in conformity with information 
h i s h e d  herein or in writing to the Company by any Underwriter through the Representative expressly for use in the Registration 
Statement, the Preliminary Prospectus, the Pricing Prospectus, the Permitted Free Writing Prospectuses or the Prospectus, or any 
amendment or supplement to any thereof, or arising out of, or based upon, statements in or omissions from that part of the Registration 
Statement that shall constitute the Statement of Eligibility under the 1939 Act (Form T-1) of the Trustee, and provided, further, that 
the indemnity agreement contained in this paragraph I 1  shall not inure to the benefit of anyunderwriter (or of any person controlling 
such Underwriter) on account of any such losses, claims, damages, liabilities, expenses or actions arising from the sale of the 
Securities to any person if a copy of the Permitted Free Writing Prospectus or Prospectus (excluding documents incorporated by 
reference therein) shall not have been given or sent to such person by or on behalf of such Underwriter at or prior to the entry into the 
contract of sale, unless such Prospectus or 



orrect the omission or misstatement. The indemnity agreement of the Company contained 
nd warranties of the Compa graph 3 hereof shall remain operative 

any investigation made by or on writer, and such officer or director or any 
Securities. The Underwriters agree to notify promptly the Company, and 

tion or proceedings against them or any of them, or any such officer or 
the sale of the Securities. director, or any such controlling person, 

Registration Statement 
(b) Each Underwriter severally, and not jointly, agrees to indemnify and hold harmless the Company, its officers who signed the 

its directors, and each person who controls the Company within the meaning of Section 15 of the 
and all losses, claims, damages or 1 ities, joint or several, to which they or any of them may become 

es (including, to the extent hereinafter provided, reasonable se each of them for any legal or other e 
counsel fees) incurred by them, when and as incurred, in connection with investigating any such losses, cIaims, damages, or liabilities, 
or in connection with defending any actions, insofar as such losses, claims, damages, liabilities, expenses or actions arise out of or are 
based upon any untrue statement or alleged untrue statement of a material fact contained in the Registration Statement, the Preliminary 

ents or supplements thereto shall have been furnished), or any Underwriter Free Writing Prospectus used by such Underwriter 
s, the Pricing Prospectus, the Permitted Free Writing Prospectuses, the Prospectus as amended or supplemented (if any 

(but only to the extent that the content of such Underwriter Free Writing Prospectus that is subject to indemnification is materially 
inconsistent with the information contained in the Permitted Free Writing Prospectus or the Prospectus) ox the omission or alleged 
omission to state therein a material fact required to be stated therein or necessary to make the statements therein not misleading, if 
such statement or omission was made in reliance upon and in conformity with information furnished herein or in writing to the 
Company by such Underwriter or through the Representative on behalf of such Underwriter expressly for use in the Registration 
Statement, the Preliminary Prospectus, the Pricing Prospectus, the Permitted Free Writing Prospectus or the Prospectus or any 
amendment or supplement to any thereof. The indemnity agreement of all the respective Underwriters contained in this paragraph 11 
shall remain operative and in full force and effect regardless of any investigation made by or on behalf of the Company or any other 
Underwriter, or any such officer or director or any such controlling person, and shall survive the delivery of the Securities. The 
Company agrees promptly to notify the Representative of the commencement of any litigation orproceedings against the Company or 
any of its officers or directors, or any such controlling person, in connection with the sale of the Securities. 

(c) The Company and each of the Underwriters agree that, upon the receipt of notice of the commencement of any action against it, 
its officers or directors, or any person controlling it as aforesaid, in respect of which indemnity may be sought on account of any 
indemnity agreement contained herein, it will promptly give written notice of the commencement thereof to the party or parties against 
whom indemnity shall 



be sought hereunder. The Company and each of the Underwriters agree that the notification required by the preceding sentence shall 
be a material term of h s  Agreement. The omission so to notify such indemnifying party or parties of any such action shall relieve 
such indemnifying party or parties from any liability that it or they may have to the indemnified party on account of any indemnity 
agreement contained herein if such indemnifying party was materially prejudiced by such omission, but shall not relieve such 
indemnifying party or parties from any liability that it or they may have to the indemnified party otherwise than on account of such 
indemnity agreement. In case such notice of any such action shall be so given, such indemnifying party shall be entitled to participate 
at its own expense in the defense or, if it so elects, to assume (in conjunction with any other indemnifying parties) the defense of such 
action, in whch event such defense shall be conducted by counsel chosen by such indemnifying party (or parties) and satisfactory to 
the indemnified party or parties who shall be defendant or defendants in such action, and such defendant or defendants shall bear the 
fees and expenses of any additional counsel retained by them; but if the indemnifylng party shall elect not to assume the defense of 
such action, such indemnifying parties will reimburse such indemnified party or parties for the reasonable fees and expenses of any 
counsel retained by them, as such expenses are incurred; provided, however, if the defendants (including any impleaded parties) in any 
such action include both the indemnified party and the indemnifylng party, and counsel for the indemnified party shall have 
concluded, in its reasonable judgment, that there may be a conflict of interest involved in the representation by such counsel of both 
the indemnifying party and the indemnified party, the indemnified party or parties shall have the right to select separate counsel, 
satisfactory to the indemnifying party, to participate in the defense of such action on behalf of such indemnified party or parties (it 
being understood, however, that the indemnifymg party shall not be liable for the expenses of more than one separate counsel (in 
addition to one local counsel) representing the indemnified parties who are parties to such action). Each of the Company and the 
several underwriters agrees that without the other party’s prior written consent, whch consentshall not be unreasonably withheld, it 
will not settle, compromise or consent to the entry of any judgment in any claim in respect of which indemnification may be sought 
under the indemnification provisions of this Agreement, unless such settlement, compromise or consent includes an unconditional 
release of such other party from all liability arising out of such claim. 

(d) If the indemnification provided for in subparagraphs (a) or (b) above is for any reason unavailable to or insufficient to hold 
harmless an indemnified party in respect of any losses, liabilities, claims, damages or expenses referred to therein, then each 
indemnifying party shall contribute to the aggregate amount of such losses, liabilities, claims, damages and expenses incurred by such 
indemnified party, as incurred, (i) in such proportion as is appropriate to reflect the relative benefits received by the Company, on the 
one hand, and the Underwriters, on the other hand, from the offering of the Securities pursuant to this Agreement or (ii) if the 
allocation provided by clause (i) is not permitted by applicable law, in such proportion as is appropriate to reflect not only the relative 
benefits referred to in clause (i) above but also the relative fault of the Company, on the one hand, and of the Underwriters, on the 
other hand, in connection with the statements or omissions that resulted in such losses, liabilities, claim, damages or expenses, as well 
as any other relevant equitable considerations. The relative benefits received by the 



Company, on the one hand, and the Underwriters, on the other hand, in connection with the offering of the Securities pursuant to this 
Agreement shall be deemed to be in the same respective proportions as the total net proceeds fiom the offering of the Securities 
pursuant to this Agreement (before deducting expenses) received by the Company and the total underwriting discount received by the 
Underwriters, in each case as set forth on the cover of the Prospectus, bear to the aggregate initial public offering price of the 
Securities as set forth on such cover. The relative fault of the Company, on the one hand, and the Underwriters, on the other hand, 
shall be determined by reference to, among other things, whether the untrue or alleged untrue statement of a material fact or omission 
or alleged omission to state a material fact relates to information supplied by the Company or by the Undeh te r s  and the parties’ 
relative intent, knowledge, access to information and opportunity to correct or prevent such statement or omission. The Company and 
the Underwriters agree that it would not be just and equitable if contribution pursuant to this subparagraph (d) were determined by pro 
rata allocation (even if the Underwriters were treated as one entity for such purpose) or by any other method of allocation that does not 
take account of the equitable considerations referred to above in this subparagraph (d). The rights of contribution contained in this 
paragraph 11 shall remain operative and in full force and effect regardless of any investigation made by or on behalf of any 
Underwriter of the Company and shall survive delivery of the Securities. No person guilty of fraudulent misrepresentation (within the 
meaning of Section 1 1 (f) of the Securities Act) shall be entitled to contribution from any person who was not guilty of such fraudulent 
misrepresentation. For purposes o f  
controls an Underwriter w i b  the meaning of Section I5 of the Securities Act or Section 20 of the Exchange Act shall have the same 
rights to contribution as such Undenvriter, and each director of the Company, each officer of the Company who signed the 
Registration Statement, and each person, if any, who controls the Company within the meaning of Section 15 of the Securities Act or 
Section 20 of the Exchange Act shall have the same rights to contribution as thecompany. The Underwriters’ respective obligations to 
contribute pursuant to this subparagraph (d) are several in proportion to the number of Securities set forth opposite their respective 
names in paragraph 4 and not joint. 

for use in the Registration Statement, the Pricing Prospectus, the Permitted Free Writing Prospectuses and Prospectus were the 
following parts of the section titled “Underwriting”: 

12. Termination Date of this Aneement. This Agreement may be terminated by the Representative at any time prior to the Closing 
Date by delivering written notice thereof to the Company, if on or after the date of this Agreement but prior to such time (a) there shall 
have occurred any general suspension of trading in securities on the New York Stock Exchange, or there shall have been established 
by the New York Stock Exchange or by the Commission or by any federal or state agency or by the decision of any court, any 
limitation on prices for such trading or any restrictions on the hstribution of securities or (b) there shall have occurred any new 
outbreak of hostilities including, but not limited to, significant escalation of hostilities that existed prior to the date of t h s  Agreement 
or any national or international calamity or crisis, or any material adverse change in the financial markets of the United States, the 
effect of which 

subparagraph (d), each officer and director of each Underwriter and each person, if any, who 

(e) For purposes of t h s  paragraph 1 1 , it is understood and agreed that the only information provided by the Underwriters expressly 



outbreak, escalation, calamity or crisis, or material adverse change on the financial markets of the United States shall be such as to 
make it Impracticable, in the reasonable judgment of the Representative, for the Underwriters to enforce contracts for the sale of the 
Securities, or (c) the Company shall have sustained a substantial loss by fire, flood, accident or other calamity that renders it 
impracticable, in the reasonable judgment of the Representative, to consummate the sale of the Securities and the delivery of the 
Securities by the several Underwriters at the initial public offering price, or (d) there shall have been any downgrading or any notice of 
any intended or potential downgrading in the rating accorded the Company’s securities by any “nationally recognized statistical rating 
organization” as that term is defined by the Commission for the purposes of Securities Act Rule 436(g)(2), or any such organization 
shall have publicly announced that it has under surveillance or review, with possible negative implications, its rating of the Securities, 
or any of the Company’s other outstanding debt, the effect of which in the reasonable judgment of the Representative, makes it 
impracticable or inadvisable to consummate the sale of the Securities and the delivery of the Securities by the several Underwriters at 
the initial public offering price or (e) there shall have been declared, by either federal or New York authorities, a general banking 
moratorium. This Agreement may also be terminated at any time prior to the Closing Date if in the reasonable judgment of the 
Representative the subject matter of any amendment or supplement to the Registration Statement, the Pricing Prospectus or Prospectus 
(other than an amendment or supplement relating solely to the activity of any Underwriter or Underwriters) filed after the execution of 
this Agreement shall have materially impaired the marketability of the Securities. Any termination hereof pursuant to this paragraph 
12 shall be without liability of any party to any other party except as otherwise provided in paragraphs 7 and 8. 

13. Miscellaneous. The validity and interpretation of this Agreement shall be governed by the laws of the State of New York. 
Unless otherwise specified, time of day refers to New York City time. This Agreement shall inure to the benefit of, and be binding 
upon, the Company, the several Underwriters, and with respect to the provisions of paragraph 11 hereof, the officers and directors and 
each controlling person referred to in paragraph 1 1 hereof, and their respective successors. Nothing in t h i s  Agreement is intended or 
shall be construed to give to any other person, firm or corporation any legal or equitable right, remedy or claim under or in respect of 
this Agreement or any provision herein contained. The term “successors~’ as used in this Agreement shall not include any purchaser, as 
such purchaser, of any of the Securities from any of the several Underwriters. 

contemplated by this Agreement, the Company and the Underwriters have an arms length business relationship that creates no 
fiduciary duty on the part of any party and each expressly disclaims any fiduciary relationslup, (ii) the Underwriters and their 
respective affiliates may be engaged in a broad range of transactions that involve interests that differ from those of the Company, 
(iii) the Underwriters have not provided any legal, accounting, regulatory or tax advice with respect to the offering contemplated 
hereby and the Company has consulted its own legal, accounting, regulatory and tax advisors to the extent it deemed appropriate, and 
(iv) any review by the Underwriters of the Company, the transactions contemplated hereby or other matters relating to such 
transactions will be performed solely for the benefit of the Underwriters and shall not be on behalf of the Company. 

14. Nature of Relationship. The Company acknowledges and agrees that (i) in connection with all aspects of each transaction 



15. Notices. All communications hereunder shall be in writing or by telefax and, if to the Underwriters, shall be mailed, transmitted 
by any standard form of telecommunication or delivered to the Representative at 
Company, shaIl be mailed or delivered to it at 410 S. Wilmington Street, Raleigh, North Carolina 27601-1748, attention of Thomas R. 
Sullivan, Treasurer. 

deemed to be an original. Such counterparts shall together constitute one and the same instrument. 

them in the Registration Statement. 

, and if to the 

16. Counterparts. Ths Agreement may be simultaneously executed in counterparts, each of which when so executed shall be 

17. Defined T e m .  Unless otherwise defined herein, capitalized terms used in this Agreement shall have the meanings assigned to 

[The remainder of this page has been intentionally left blank.] 



is in accordance wi ur understanding of ow agreement, kindly sign and return to the Company the enclosed 
ing agreement between the Company and the several Underwriters in accordance 

Very truly yours, 

FLOlUDA POWER CORPORATION 

d/b/a PROGRESS ENERGY FLORIDA, INC. 

Authorized Representative 

Accepted as of the date first 
above written, as Underwriter 
named in., and as the Representative 
of the other Underwriters named in, 
Section 1 of this Agreement. 
[REPRESENTATIVE] 
By: 

Authorized Representative 
[Signature Page for the Debt Securities Underwriting Agreement] 



PRICING TERM SHEET 
Underwriting Agreement dated 3 20- 

Representative(s) : 

Designation: 

Principal Amount: 

Maturity: 

Interest Rate: 

Interest Payment Dates: 

Public Offering Price: 

Redemption Terms: 

Settlement: 

CUSP: 

[Title of debt secwities] 

3 

Payable on ? 

commencing 3 

% of the principal amount thereof. 

SCHEDULE I 

The issuer has filed a registration statement (including a prospectus) with the SEC for the offering to which this 
communication relates. Before you invest, you should read the prospectus in that registration statement and other documents 
the issuer has filed with the SEC for more complete information about the issuer and this offering. You may get these 
documents for free by visiting EDGAR on the SEC Web site at www.sec.gov (and more specifically, at the LJRL link 
http://sec.gov/cgi-binlbrowse-edgar?action=getcomp~ny&CIK=OOOO~37637&owner=include). Alternatively, the issuer, any 
underwriter or any dealer participating in the offering will arrange to send you the prospectus if you request it by calling toll- 
free at 1-8[xx-xxx-xxxx], 



SCHEDULE 11 
PRXCING DISCLOSURE PACKAGE 

1) Prospectus dated > 20 

2) Preliminary Prospectus Supplement dated 9 20 (which shall be deemed to include the Incorporated 
Documents) 

3) Permitted Free Writing Prospectuses 

a> Pricing Term Sheet attached as Schedule I hereto 



Exhibit l(c) 
FLORIDA POWER CORPORATION 

d/b/a PROGRESS ENERGY FLORIDA, INC. 
Preferred Stock’ 

UNDERWRITING AGREEMENT 
3 20- 

To the Representative named in Schedule I hereto 
of the Underwriters named in Section 1 herein 
Dear Ladies and Gentlemen: 

with each of the several Underwriters hereinafter named as follows: 

deemed to mean the following f m ,  and any underwriter substituted as provided in paragraph 7 hereof, and the term “Underwriter” 
shall be deemed to mean one of such Underwriters: 

The undersigned, Florida Power Corporation d/b/a Progress Energy Florida, Inc. (the “Company”), hereby confirms its agreement 

I .  Underwriters and Representative. The term “Underwriters” as used in this Underwriting Agreement (this “Agreement”) shall be 

r 1 

r 1 
The term “Representative” as used herein shall be deemed to mean the firm or the firms named in Schedule I hereto, collectively. If 

any firm or firms named as Representative in Schedule I hereto are the only firm or f m s  serving as underwriters, then the terms 
“Underwriters” and “Representative,yy as used herein, shall each be deemed to refer to such firm or firms. If more than one firm is 
named in Schedule I hereto, such firms represent, jointly and severally, that they have been authorized by the Underwriters to execute 
t h ~ s  Agreement on their behalf and to act for them as Representative in the manner herein provided. All obligations of the 
Underwriters hereunder are several and not joint. If more than one firm is named as Representative in Schedule I hereto, any action 
under or in respect of this Agreement may be taken by such firms jointly as the Representative or by one of the firms acting on behalf 
of the Representative, and such action will be binding upon all the Underwriters. 

shares of its preferred 
stock p a r  value) in the amount specified in Schedule I hereto (the “Firm Shares”). The Company also proposes to issue and sell to 
the several Underwriters not more than an additional 

2. Description of Securities. The Company proposes to issue and sell to the several Underwriters 

shares of its preferred stock 

I Class of preferred 
stock (Cumulative 
Preferred Stock 
(par value $100 per 
share) or 
Cumulative 
Preferred Stock (no 
par value)) to be 
determined at time 
of offering, 



( par value) (the “Option Shares”) if and to the extent the Representative shall have determined to exercise, on behalf of the 
Underwriters, the right to purchase such shares of preferred stock granted to the Underwriters in paragraph 4 hereof. The Firrn Shares 
and the Option Shares are hereinafter collectively referred to as the “Shares.” The shares of preferred stock b a r  value) of the 
Company to be outstanding after giving effect to the sales contemplated hereby are hereinafter referred to as the “Preferred Stock.” 
The terms of the Shares will be set forth in an amendment to the Company’s Arhcles of Incorporation, as amended relating to the 
preferred stock (“Articles of Amendment”) to be filed by the Company with the Secretary of State of the State of Florida (“FS0Sy). 

3. Representations and Warranties of the Company. The Company represents and warrants to each of the Underwriters that: 
(a) The Company has filed with the Securities and Exchange Commission (the “Commission”) a registration statement on Form S- 

3, as amended (No. 3 3 3 - 2  (the “New Registration Statement”) under the Securities Act of 1933, as amended (the “Securities 
Act”), for the registration of up to an aggregate of $ 
Preferred Stock in unallocated amounts. The New Registration Statement also constituted post-effective amendment no. 1 to a 
registration statement on Form S-3 (No. 333- ) (the “Post-Effective Amendment” and together with the New Registration 
Statement, the “Registration Statement”) under the Securities Act relating to an aggregate of $ 
Company’s securities, whch had been previously registered under the Securities Act but remained unsold at the time the Post- 
Effective Amendment became effective. The Registration Statement contained a combined prospectus for the sale of up to an 
aggregate of $ principal amount of the Company’s First Mortgage Bonds, Debt Securities and Preferred Stock (the 
“Registered Securities”) in unallocated amounts. The Registration Statement was declared effective by the Commission on 

Securities. The term “Registration Statement” shall be deemed to include all amendments to the date hereof and all documents 
incorporated by reference therein (the “Incorporated Documents”). The base prospectus filed as part of the Registration Statement, in 
the form in which it has most recently been filed with the Commission prior to the date of this Agreement, is hereinafter called the 
“Basic Prospectus.” The Basic Prospectus included in the Registration Statement, as supplemented by a preliminary prospectus 
supplement, dated 
amendments or supplements relating to Registered Securities other than the Shares), including the Incorporated Documents, is 
hereinafter referred to as the “Preliminary Prospectus.” The Preliminary Prospectus, as amended and supplemented, including the 
Incorporated Documents, at or immediately prior to the Applicable Time (as defined below) is hereinafter called the “Pricing 
Prospectus.” The BasicProspectus included in the Registration Statement, as it is to be supplemented by a prospectus supplement, 
dated on the date hereof, substantially in the form delivered to the Representative prior to the execution hereof, relating to the Shares 
(the “Prospectus Supplement”) and all prior amendments or supplements thereto (other than amendments or supplements relating to 
securities of the Company other than the Shares), including the 

principal amount of First Mortgage Bonds, Debt Securities and 

principal amount of the 

,20-. As of the date hereof, the Company has sold an aggregate of $ principal amount of the Registered 

,20-, relating to the Shares, and all prior amendments or supplements thereto (other than 

-2- 



Incorporated Documents, is hereinafter referred to as the   prospect^^." Any reference herein to the terms “amend,” “amendment” or 
“supplement” with respect to the Registration Statement or the Prospectus shall be deemed to refer to and include any post-effective 
amendment to the Registration Statement, any prospectus supplement relating to the Securities filed with the Commission pursuant to 
Rule 424(b) under the Securities Act and the filing of any document under the Securities Exchange Act of 1934, as amended (the 
“Exchange Act”), deemed to be incorporated therein after the date hereof and prior to the termination of the offering of the Shares by 
the Underwriters; and any references herein to the t e m  “Registration Statement’’ or “Prospectus” at a date after the filing of the 
Prospectus Supplement shall be deemed to refer to the Registration Statement or the Prospectus, as the case may be, as each may be 
amended or supplemented prior to such date. 

For purposes of this Agreement, the “Applicable Time” is (New York City time) on the date of this Agreement; the 
documents listed in Schedule 11, taken together, are collectively referred to as the “Pricing Disclosure Package.” 

(b) The Registration Statement, at the time and date it was declared effective by the CofllTnission, complied, and the Registration 
Statement and the Prospectus, as of the date hereof and at the Closing Date (as defined herein), will comply, in all material respects, 
with the applicable provisions of the Securities Act and the applicable rules and regulations of the Commission thereunder; the 
Registration Statement, at the time and date it was declared effective by the Commission and as of the date hereof, did not contain an 
untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary to make the statements 
therein not misleading; the Pricing Disclosure Package as of the Applicable Time did not contain an untrue statement of a material fact 
or omit to state a material fact necessary in order to make the statements therein, in the light of the circumstances under which they 
were made, not misleading; and the Prospectus, as of its date and at the Closing Date, will not contain an untrue statement of a 
material fact or omit to state a material fact necessary in order to make the statements therein, in the light of the circumstances under 
which they were made, not misleading; provided, however, that the foregoing representations and warranties in this subparagraph 
(b) shall not apply to statements or omissions made in reliance upon and in conformity with the Underwriter Information (as defined 
in paragraph 12(e)). The Incorporated Documents, at the time they were filed with the Commission, complied in all material respects 
with the applicable requirements of the Exchange Act and the rules and regulations of the Commission thereunder; and any documents 
so filed and incorporated by reference subsequent to the date hereof and prior to the termination of the offering of the Shares by the 
Underwriters will, at the time they are filed with the Commission, cornply in all material respects with the requirements of the 
Exchange Act and the rules and regulations of the Commission thereunder; and, when read together with the Registration Statement, 
the Pricing Prospectus, the Permitted Free Writing Prospectuses (as defined in paragraph 6(a) hereof) and the Prospectus, none of such 
documents included or includes or will include any untrue statement of a material fact or omitted or omits or will omit to state any 
material fact required to be stated therein or necessary to make the statementstherein, in the light of the circumstances under which 
they were made, not misleading. Each Permitted Free Writing Prospectus listed on 

-3 - 



Schedule I1 does not conflict in any material respect with the information contained in the Registration Statement, the Pricing 
Prospectus or the Prospectus. 

Florida; has corporate power and authority to own, lease and operate its properties and to conduct its business as contemplated under 
ths Agreement and the other material agreements to which it is a party; and is duly qualified as a foreign corporation to transact 
business and is in good standing in each jurisdiction in which such qualification is required, whether by reason of the ownership or 
leasing of property or the conduct of business, except where the failure to so qualify would not have a material adverse effect on the 
business, properties, results of operations or financial condition of the Company. 

(d) The historical financial statements incorporated by reference in the Registration Statement, the Pricing Prospectus and the 
Prospectus present fairly the financial condition and operations of the Company at the respective dates or for the respective periods to 
which they apply; such financial statements have been prepared in each case in accordance with generally accepted accounting 
principles consistently applied throughout the periods involved, except that the quarterly fimancial statements, if any, incorporated by 
reference from any Quarterly Reports on Form 10-Q contain condensed footnotes prepared in accordance with applicable Exchange 
Act rules and regulations; and Deloitte & Touche LLP, which has audited certain of the financial statements is an independent 
registered public accounting firm as required by the Securities Act or the Exchange Act and the d e s  and regulations of the 
Commission thereunder. 

(e) Except as reflected in, or contemplated by, the Regisbation Statement and the Pricing Prospectus, since the respective dates as 
of which information is given in the Registration Statement and the Pricing Prospectus, and prior to the Closing Date, (i> there has not 
been any material adverse change in the business, properties, results of operations or financial condition of the Company, (ii) there has 
not been any material transaction entered into by the Company other than transactions contemplated by the Registration Statement and 
the Pricing Prospectus or transactions arising in the ordinary course of business and (iii) the Company has no material conhgent 
obligation that is not disclosed in the Registration Statement and the Pricing Prospectus that could likely result in a material adverse 
change in the business, properties, results of operations or financial condition of the Company. 

and delivery of this Agreement, the consummation of the transactions herein contemplated and the fulfillment of the terms hereof on 
the part of the Company to be fhIfilTed have been duly authorized by all necessary corporate action of the Company in accordance 
with the provisions of its articles of incorporation as amended (the “Charter”), by-laws and applicable law. 

any of the terms or provisions 

(c) The Company has been incorporated, is validly existing as a corporation and its status is active under the laws of the State of 

(f) The Company has ful1 power and authority to execute, deliver and perform its obligations under this Agreement. The execution 

(g) The consummation of the transactions herein contemplated and the fulfillment of the terms hereof will not result in a breach of 
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of, or constitute a default under, the Charter, the Company’s by-laws, applicable law or any indenture, mortgage, deed of txust or other 
agreement or instrument to which the Company is now a party or any judgment, order, writ or decree of any govenunent or 
govemmental authority or agency or court having jurisdiction over the Company or any of its assets, properties or operations that, in 
the case of any such breach or default, would have a material adverse effect on the business, properties, results of operations or 
financial condition of the Company. 

Prospectus. 

Regulation S-X promulgated under the Securities Act. 

Preferred Stock”), 5,000,000 shares of cumulative preferred stock, no par value (“No Par Preferred Stock”), 1,000,000 shares of 
preference stock, par value of $100 per share, and 60,000,000 shares of common stock, par value of $2.50 per share, of which 
(i) 40,000 shares of $100 Preferred Stock, 4.00% Series were authorized and 39,980 shares were issued and outstanding; (ii) 40,000 
shares of $100 Preferred Stock, 4.60% Series were authorized and 39,997 shares were issued and outstanding; (iii) 80,000 shares of 
$100 Preferred Stock, 4.75% Series were authorized, issued and outstandmg; (iv) 75,000 shares of $100 Preferred Stock, 4.40% Series 
were authorized, issued and outstanding; (v) 100,000 shares of $100 Preferred Stock, 4.58% Series authorized and 99,990 shares were 
issued and outstanding, (vi) no shares of No Par Preferred Stock were issued and outstanding, (vii) no shares of preference stock were 
issued and outstanding and (viii) 
any, pursuant to this Agreement, or pursuant to agreements or employee benefit plans referred to in the Pricing Prospectus). The 
shares of issued and outstanding capital stock of the Company have been duly authorized and validly issued and are fully paid and 
non-assessable; none of the outstanding shares of capital stock of the Company were issued in violation of the preemptive or other 
similar rights, if any, of any securityholder of the Company. 

(k) The issuance of the Shares has been duly authorized by the Company and, when issued and delivered in accordance with the 
tenns of t h s  Agreement, will be validly issued, fully paid and non-assessable, and the issuance of such Shares will not be subject to 
any preemptive or similar rights. The Articles of Amendment have been duly authorized and adopted by the Company and will be 
effective upon filing with the FSOS. 

(h) The Shares conform in all material respects to the description thereof contained in the Pricing Disclosure Package and the 

(i) The Company has no subsidiaries that meet the definition of “significant subsidiary” as defied in Section 210.1-02(w) of 

(‘j) The authorized capital stock of the Company is 4,000,000 shares cumulative preferred stock, par value of $100 per share (“$100 

shares of common stock were issued and outstanding (except for subsequent issuances, if 

(1) [The Shares will, upon issuance, be listed on the New York Stock Exchange.] 
(m) The Company is not an “investment company” within the meaning of the Investment Company Act of 1940, as amended (the 

-5 - 
“I 940 Act”). 



ibed in or Contemplated by the Pricing Prospectus, there are no pending or, to the knowledge of the Company, 
rties that are likely, in the aggregate, to result in 
iaf condition of the Company or that are likely, 

Agreement or the transactions contemplated herein or 
therein. 

(0) No filing with, or authorization, approval, consent, license, order, registration, qualification or decree of, any court or 
governmental authority or agency is necessary or required for the performance by the Company of its obligations hereunder in 
connection with the offering, issuance or sale of the Shares hereunder or the consummation of the transactions herein contemplated, 
except such as have already been made or r as m y  be required under the Securities Act or state securities laws. 

(p) The Company is not in violation of or by-laws or in default in the performance or observance of any obligation, 
agreement, covenant or condition conta ntract, indenture, mortgage, deed of trust, loan or credit agreement, note, lease or 
other agreements or instruments to whi is a party or by which it may be bound or to which any of the property or 
assets of the Company is subject except for such defaults that would not result in a material adverse change in the business, properties, 
results of operations or financial condition of the Company. 

(q) Except as described in the Pricing Prospectus and except as would not, in the aggregate, result in a material adverse change in 
the business, properties, results of operations or financial condition of the Company, the Company is not in violation of any federal, 
state, local or foreign statute, law, rule, regulation, ordinance, code, policy or rule of common law or any judicial or administrative 
interpretation thereof that individually or in the aggregate is expected by the Company to result in a material adverse effect in the 
business, properties, results of operations or financial condition of the Company or which individually or in the aggregate is expected 
by the Company to materially and adversely affect the consmat ion  of this Agreement or the transactions contemplated herein or 
therein. 

Statement or otherwise registered by the Company under the Securities Act. 
(r) There are no persons with registration rights or other similar rights to have any securities registered pursuant to the Registration 

4. Purchase and Sale. 
(a) On the basis of the representations, warranties and covenants herein contained, but subject to the terms and conditions herein set 

forth, the Company agrees to sell to each of the Underwriters, severally and not jointly, and each such Underwriter agrees, severally 
and not jointly, to purchase fiom the Company, the respective number of Shares set forth opposite the name of such Underwriter 
below at a price of $ per share (the “Purchase Price”). 
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Underwriter Number of Shares 

Total 

(b) On the basis of the representations and warranties contained 111 this Agreement, and subject to its terms and conditions, the 
Company agrees to sell to the Underwriters the Option Shares, and the Underwriters shall have a right to purchase, severally and not 
jointly, the Option Shares at the Purchase Price. Option Shares may be purchased as provided in this paragraph 4 in whole or in part 
from time to time, on the Closing Date and up to two times thereafter as provided herein, solely €or the purpose of covering 
overallotments made in connection with the offering of the Firm Shares. If any Option Shares are to be purchased, each Underwriter 
agrees, severally and not jointly, to purchase the number of Option Shares (subject to such adjustments to eliminate fractional shares 
as the Representative may determine) that bears approximately the same proportion to the total number of Option Shares to be 
purchased as the number of Firm Shares set forth in paragraph 4(a) opposite the name of such Underwriter bears to the total number of 
Firm Shares. 

(c) The Company hereby agrees that, without the prior written consent of the Representative, it will not during the period ending 
- days after the date of this Agreement (i) offer, pledge, sell, contract to sell, sell any option or contract to purchase, purchase any 
option or contract to sell, grant any option, right or warrant for the sale of or otherwise transfer or dispose of, directly or indirectly, or 
to register or announce the sale OT offering of any shares of preferred stock of the Company or any securities convertible into or 
exercisable or exchangeable for such preferred stock or (ii) enter into any swap or any other agreement or any transaction that 
transfers, in whole or in part, &redly OT indirectly, the economic consequences of ownership of such preferred stock, whether any 
such swap or transaction described in clause (i) or (ii) above is to be settled by delivery of such preferred stock or such other 
securities, in cash or otherwise. 

(d) The foregoing subparagraph (c) shall not apply to (i) the Shares to be sold hereunder; (ii) the issuance by the Company of 
shares of preferred stock upon the exercise of an option or warrant or the conversion of a security outstanding on the date hereof of 
which the Underwriters have been advised in writing and to which the Representative has consented; and (iii) agreements or 
arrangements in connection with acquisition transactions involving the issuance or sale of shares of preferred stock or relating to 
options, rights, warrants or any securities convertible into or exercisable or exchangeable for shares of preferred stock, where the 
acquisition transactions are consummated more than -days after the date of the Prospectus. 

5.  Reoffering by Underwriters. The Underwriters agree to make promptly a bona fide public offering of the Shares to the public for 
sale as set forth in the Prospectus, subject, however, to the terms and conditions of this Agreement. The Underwriters agree that (i) no 
sales of the Shares will occur before investors are presented with the information that is contained in 
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the Pricing Disclosure Package and (ii) such information that is presented to investors is consistent with the information that is 
contained in the Pricing Disclosure Package. 

6. Free Writing Prospectuses. 
(a) The Company represents and agrees that, without the prior consent of the Representative, it has not made and will not make any 

offer relating to the Shares that would constitute a ‘‘fiee writing prospectus’’ as defined in Rule 405 under the Act, other than a 
Permitted Free Writing Prospectus; each Underwriter represents and agrees that, without the prior consent of the Company and the 
Representative, it has not made and will not make any offer relating to the Securities that would constitute a “free writing prospectus,” 
as defined in Rule 405 under the Act, other than a Permitted Free Writing Prospectus or a free writing prospectus that is not required 
to be filed by the Company pursuant to Rule 433 under the Securities Act (an “Underwriter Free Writing Prospectus”). Any such fiee 
writing prospectus the use of which is consented to by the Company and the Representative is referred to herein as a “Permitted Free 
Writing Prospectus”. The only Permitted Free Writing Prospectus as of the time of this Agreement is the pricing term sheet referred to 
in paragraph 6(b) below. 

(b) The Company agrees to file a pricing term sheet, in the form of Schedule I hereto and approved by the Representative pursuant 
to Rule 433(d) under the Securities Act within the time period prescribed by such Rule. 

(c) The Company and the Underwriters have complied and will comply with the requirements of Rule 433 under the Securities Act 
applicable to any fiee writing prospectus, including timely Commission filing where required and legending. 

(d) The Company agrees that if at any time following issuance of a Permitted Free Writing Prospectus any event occurred or occurs 
as a resuIt of which such Permitted Free Writing Prospectus would conflict in any material respect with the information in the 
Registration Statement, the Pricing Prospectus or the Prospectus or include an untrue statement of a material fact or omit to state any 
material fact necessary in order to make the statements therein, in light of the circumstances then prevailing, not misleading, the 
Company will give prompt notice thereof to the Representative and, if requested by the Representative, will prepare and hrnish 
without charge to each Underwriter a Permitted Free Writing Prospectus or other document which will correct such conflict, statement 
or omission; provided, however, that this representation and warranty shall not apply to any statements or omissions in a Permitted 
Free Writing Prospectus made in reliance upon and in conformity with information fumished in writing to the Company by an 
Underwriter through the Representative, expressly for use therein, 

7. Time and Place of Closing; Default of Underwriters. 
(a) Payment for the Firm Shares shall be made at the office of Hunton & Williams LLP, located at 421 Fayetteville Street Mall, 

Raleigh, North Carolina 27601 on the date specified in Schedule I hereto against delivery of the Shares to the office of the 
Representative, or such other place and date as the Representative and the Company may 
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agree. Payment for the Firm Shares shall be by wire transfer of immediately available funds against delivery of the Firm Shares to the 
Representative or upon its order at the office of the Representative, at 1O:OO A.M., New York City time, on the third business day 
(unless postponed in accordance with the provisions of this Agreement} following the date of this Agreement, or if pricing takes place 
after 4:30 P.M. New York City time, on the fourth business day following the date of this Agreement (unless postponed in accordance 
with the provisions of t h s  Agreement), or at such other time on the same ox such other earlier date, as shall be agreed upon by the 
Representative and the Company. The hour and date of such delivery and payment are herein referred to as the “Closing Date.” 

by the wire transfer of immediately available funds to the Company’s account. Such payment shall be made upon delivery of such 
Option Shares to the Representative or upon its order at the office of the Representative, at 1O:OO A.M., New York City time, on the 
third business day (unless postponed in accordance with the provisions of this Agreement) following the giving of the notice described 
below, but in no event on more than two such dates in addition to the Closing Date, each as shall be designated in written notices from 
the Representative to the Company of the Representative’s determination, on behalf of the Underwriters, io purchase a number, 
specified in said notices, of Option Shares, or on such other date as shall be agreed upon by the Representative and the Company. The 
time and date of any such payments are hereinafter referred to as an “Option Closing Date” (the Closing Date or any Option Closing 
Date, as applicable, is hereinafter referred to as the “Relevant Closing Date”). The notices of a determination to exercise the option to 
purchase all or any portion ofthe Option Shares and of an Option Closing Date may be given at any time within 30 days after the date 
of this Agreement. 

Option Shares, as the case may be, to an account or accounts at The Depository Trust Company as designated by the Representative 
for the accounts of the Representative and the several Underwriters against the irrevocable release of a wire transfer of immediately 
available funds for the amount of the purchase price therefor. Time shall be of the essence, and delivery at the time and place specified 
in this Agreement is a further condition to the obligations of the Underwriters. 

(d) If one or more Underwriters shall, for any reason other than a reason permitted hereunder, fail to take up and pay for the 
number of Shares to be purchased by such one or more Underwriters, the Company shall immediately notify the Representative, and 
the non-defaulting Underwriters shall be obligated to take up and pay for (in addition to the respective number of Shares set forth 
opposite their respective names in paragraph 4 hereof) the number of Shares that such defaulting Underwriter or Underwriters failed to 
take up and pay for, up to 10% of the aggregate number of Shares to be purchased on the Relevant Closing Date, and each non- 
defaulting Underwriter shall do so on a pro rata basis according to the number of Shares set forth opposite the name of such non- 
defaulting Underwriter in paragraph 4 hereof, and such non-defaulting 

(b) Payment for all or any portion of the Option Shares shall be made from time to time by or on behalf of the several Underwriters 

(c) On the Relevant Closing Date, the Company shall deliver, or cause to be delivered a credit representing the Firm Shares or the 
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Underwriters shall have the right, within 24 hours of receipt of such notice, either to take up and pay for (in such proportion as may be 
agreed upon among them), or to substitute another Underwriter or Underwriters, satisfactory to the Company, to take up and pay for 
the remaining number of Shares that the defaulting Underwriter or Underwriters agreed but failed to purchase. If any unpurchased 
Shares still remain, then the Company or the Representative shall be entitled to an additional period of 24 hours within which to 
procure another party or parties, members of the National Association of Securities Dealers, Inc. (or if riot members of such 
Association, who are not eligible for membership in said Association and who agree (i) to make no sales within the United States, its 
territories or its possessions or to persons who are citizens thereof or residents therein and (ii) in making sales to comply with said 
Association’s Conduct Rules) and satisfactory to the Company, to purchase or agree to purchase such unpurchased Shares on the 
terms herein set forth. In any such case, either the Representative or the Company shall have the right to postpone the Relevant 
Closing Date for a period not to exceed three full. business days from the date agreed upon in accordance with this paragraph 7, in 
order that the necessary changes in the Registration Statement and Prospectus and any other documents and arrangements may be 
effected. If (i) neither the non-defaulting Underwriters nor the Company has arranged for the purchase of such unpurchased Shares by 
another party or parties as above provided and (ii) the Company and the non-defaulting Underwriters have not mutually agreed to 
offer and sell the Shares other than the unpurchased Shares, then this Agreement, or the obligations of the several Underwriters to 
purchase Option Shares on a date whch is after the Closing Date, as the case may be, shall terminate without any liability on the part 
of the Company or any Underwriter (other than an Underwriter that shall have failed or refused, for any reason not permitted 
hereunder, to purchase and pay for the number of Shares that such Underwriter has agreed to purchase as provided in paragraph 4 
hereof), except as otherwise provided in paragraph 8 and paragraph 9 hereof. 

8. Covenants of the Company. The Company covenants with each Underwriter that: 
(a) As soon as reasonably possible after the execution and delivery of this Agreement, the Company will file the Prospectus with 

the Commission pursuant to Rule 424 under the Securities Act (“Rule 424”), setting forth, among other things, the necessary 
information with respect to the terms of offering of the Shares and make any other required filing pursuant to Rule 433 under the 
Securities Act. Upon request, the Company will promptly deliver to the Representative and to counsel for the Underwriters, to the 
extent not previously delivered, one fully executed copy or one conformed copy, certified by an officer of the Company, of the 
Registration Statement, as originally filed, and of all amendments thereto, if any, heretofore or hereafter made, (other than those 
relating solely to Registered Securities other than the Shares), including any past-effective amendment (in each case including all 
exhibits filed therewith and all documents incorporated therein not previously furnished to the Representative), including signed 
copies of each consent and certificate included therein or filed as an exhibit thereto, and will deliver to the Representative for 
distribution to the Underwriters as many conformed copies of the foregoing (excluding the exhibits, but including all documents 
incorporated therein) as the Representative may reasonably request. The Company will also send to the Underwriters as soon as 
practicable after the date of this 
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Agreement and thereafter from time to time as many copies of the Prospectus and the Preliminary Prospectus as the Representative 
may reasonably request for the purposes required by the Securities Act. 

be required by law to deliver a Prospectus, if any event relating to or affecting the Company, or of which the Company shall be 
advised in writing by the Representative shall occur, which in the Company’s reasonable opinion, after consultation with counsel for 
the Underwriters, should be set forth in a supplement to or an amendment of the Prospectus in order to make the Prospectus not 
misleading in the light of the circumstances when it is delivered to a purchaser, or if it is necessary to amend the Prospectus to comply 
with the Securities Act, the Company will forthwith at its expense prepare and fUrnish to the Underwriters and dealers named by the 
Representative a reasonable number of copies of a supplement or supplements or an amendment or amendments to the Prospectus 
which will supplement or amend the Prospectus so that as supplemented or amended it will comply with the Securities Act and will 
not contain any untrue statement of a material fact or omit to state any material fact necessary in order to make the statements therein, 
in the light of the circumstances when the Prospectus is delivered to a purchaser, not misleading. In case any Underwriter is required 
to deliver a Prospectus after the expiration of nine months after the commencement of the offering of the Shares, the Company, upon 
the request of the Representative, will furnish to the Representative, at the expense of such Underwriter, a reasonable quantity of a 
supplemented or amended prospectus, or supplements or amendments to the Prospectus, complying with Section 1 O(a) of the 
Securities Act. 

than 16 months after the end of the fiscal quarter in which the filing of the Prospectus pursuant to Rule 424 occurs, an earning 
statement (in form complying with the provisions of Section 1 l(a) of the Securities Act, which need not be certified by independent 
public accountants) covering a period of twelve months beginning not later than the first day of the Company’s fiscal quarter next 
following the filing of the Prospectus pursuant to Rule 424. 

(d) The Company will use its best efforts promptly to do and perform all things to be done and performed by it hereunder prior to 
the Relevant Closing Date and to satisfy all conditions precedent to the delivery by it of the Shares. 

(e) The Company will advise the Representative, or its counsel, promptly of the filing of the Prospectus pursuant to Rule 424 and 
of any amendment or supplement to the Prospectus or Registration Statement or of official notice of institution of proceedings for, or 
the entry of, a stop order suspending the effectiveness of the Registration Statement and, if such a stop order should be entered, use its 
best efforts to obtain the prompt removal thereof. 

(f) The Company will use its best efforts to qualify the Shares, as may be required, for offer and sale under the Blue Sky or legal 
investment laws of such jurisdictions as the Representative may designate, and will file and make in each year 
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(b) During such period (not exceeding nine months) after the commencement of the offering of the Shares as the Underwriters may 

(c) The Company will make generally available to its security holders, as soon as reasonably practicable, but in any event not later 



such statements or reports as are or may be reasonably required by the laws of such jurisdictions; provided, however, that the 
Company shall not be required to qualify as a foreign corporation or dealer in securities, or to file any general consents to service of 
process under the laws of any jurisdiction. 

supplement to the Pricing Prospectus or the Prospectus (in each case other than amendments or supplements relating to Registered 
Securities other than the Shares) whch shall not have previously been finished to the Representative or of whch the Representative 
shall not previously have been advised or to which the Representative shall reasonably object in writing and whch has not been 
approved by the Representative or its counsel. 

(g) Prior to the termination of the offering of the Shares, the Company will not file any amendment to the Registration Statement or 

(h) The Company will file the Articles of Amendment with the FSOS on or prior to the Closing Date. 
9. Payment of Expenses. The Company will pay all expenses incident to the performance of its obligations under this Agreement, 

including (i) the printing and filing of the Registration Statement and the printing of this Agreement, (ii) the delivery of the Shares to 
the Underwriters, (iii) the fees and disbursements of the Company’s counsel and accountants, (iv) the expenses in connection with the 
qualification of the Shares under securities laws in accordance with the provisions of subparagraph (f) of paragraph 8 hereof, including 
filing fees and the fees and disbursements of counsel for the Underwriters in connection therewith, such fees and disbursements 
(excluding filing fees) not to exceed $7,500, (v) the printing and delivery to the Underwriters of copies of the Registration Statement 
and all amendments thereto, of the Preliminary Prospectus, any Pennitted Free Writing Prospectus and of the Prospectus and any 
amendments or supplements thereto and (vi) the printing and delivery to the Underwriters of copies of the Blue Sky Survey, if any; 
and the Company will pay all taxes, if any (but not including any transfer taxes), on the issue of the Shares. 

The fees and disbursements of Underwriters’ counsel shall be paid by the Underwriters (subject, however, to the provisions of 
clause (iv) of the preceding paragraph requiring payment by the Company of certain fees and disbursements (excluding filing fees) not 
to exceed $7,500); provided, however, that if this Agreement is terminated in accordance with the provisions of paragraph 10, 1 1 or 13 
hereof, the Company shall reimburse the Representative for the account of the Underwriters for the reasonable and documented fees 
and disbursements of Underwriters’ counsel. The Company shall not be required to pay any amount for any expenses of the 
Representative or of any other of the Undenvriters except as provided in paragraph 8 hereof and in this paragraph 9. The Company 
shall not in any event be liable to any of the Underwriters for damages on account of the loss of anticipated profit. 

10. Conditions of Underwriters’ Obliaations. The several obligations of the Underwriters to purchase and pay for the Shares shall 
be subject to the accuracy of the representations and warranties on the part of the Company as of the date hereof and the Closing Date, 
to the performance by the Company of its obligations to be performed hereunder prior to the Closing Date, and to the following 
fwther conditions: 
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(a) No stop order suspending the effectiveness of the Registration Statement shall be in effect on the Closing Date; and no 
proceedings for that purpose shall be pending before, or, to the Company’s knowledge, threatened by, the Commission on the Closing 
Date. The Representative shall have received, prior to payment for the Shares, a certificate dated the Closing Date and signed by the 
Chairman, President, Treasurer or a Vice President of the Company to the effect that no such stop order is in effect and that no 
proceedings for such purpose are pending before or, to the knowledge of the Company, threatened by the Commission. 

(b) At the time of execution of thrs Agreement, or such later date as shall have been consented to by the Representative, there shall 
have been issued, and on the Closing Date there shall be in full force and effect, orders of the Florida Public Service Commission 
authorizing the issuance and sale of the Shares, which shall not contain any provision unacceptable to the Representative by reason of 
its being materially adverse to the Company (it being agreed that no such order in effect on the date of t h ~ s  Agreement and heretofore 
h s h e d  to the Representative or counsel for the Underwriters contains any such unacceptable provision). 

(c) At the Closing Date, the Representative shall receive favorable opinions from: (1)  Hunton & Williams LLP, counsel to the 
Company, which opinion shall be satisfactory in form arid substance to counsel for the Underwriters, and (2) Dewey Ballantine LLP, 
counsel for the Underwriters, in each of which opinions (except as to subdivision (vi) (as to documents incorporated by reference, at 
the time they were filed with the Commission) as to which Dewey Ballanthe LLP need express no opinion) said counsel may rely as 
to all mtters of Florida law upon the opinion of R. Alexander Glenn, Deputy General Counsel-Florida of Progress Energy Service 
Company LLC, acting as counsel to the Company, to the effect that: 

issued, hlly paid and non-assessable; 

contractual rights to subscribe for the Shares, [and the Shares have been duly authorized for listing on the New York Stock Exchange]; 

Corporation Act [and the New York Stock Exchange]; 

summaries of the documents referred to therein, are accurate summaries in all material respects; 

(i) assuming delivery to and payment for the Shares by the Underwriters, as provided in this Agreement, the Shares will be validly 

(ii) the shareholders of the Company are not entitled to statutory preemptive or, to such counsel’s knowledge, other similar 

(iii) the form of the certificates for the Shares conforms in all material respects to the requirements of the Florida Business 

(iv) the statements made in the Prospectus under the caption “Description of Preferred Stock,” insofar as they purport to constitute 

-13- 



(v) this Agreement has been duly and validly authorized, executed and delivered by the Company; 
(vi) the Registration Statement, at the time and date it was declared effective by the Commission and as of the date hereof, the 

Preliminary Prospectus, the Pricing Prospectus, the Permitted Free Writing Prospectuses and the Prospectus, at the time each was filed 
with, or transmitted for filing to, the Commission pursuant to Rule 424 (except as to the financial statements and other financial and 
statistical data constituting a part thereof or incorporated by reference therein, upon which such opinions need not pass), complied as 
to form in. all material respects with the requirements of the Securities Act and the applicable rules and regulations of the Commission 
thereunder; the documents or portions thereof filed with the Commission pursuant to the Exchange Act and deemed to be incorporated 
by reference in the Registration Statement, the Preliminary Prospectus, the Pricing Prospectus and the Prospectus pursuant to Item 12 
of Form S-3 (except as to financial statements and other financial and statistical data constituting a part thereof or incorporated by 
reference therein and that part of the Registration Statement that constitutes Statements of Eligibility on Form T-1 and Form T-2, upon 
which such opinions need not pass), at the time they were filed with the Commission, complied as to form in all materia1 respects with 
the requirements of the Exchange Act and the applicable rules and regulations of the Commission thereunder; the Registration 
Statement has become effective under the Securities Act and, to the best of the knowledge of said counsel, no stop order suspending 
the effectiveness of the Registration Statement has been issued and not withdrawn and no proceedings for a stop order with respect 
thereto are threatened or pending under Section 8 of the Securities Act; and 

(vii) nothing has come to the attention of said counsel that would lead them to believe that the Registration Statement, at the time 
and date it was declared effective by the Commission and as of the date hereof, contained an untrue statement of a material fact or 
omitted to state a material fact required to be stated therein or necessary to make the statements therein not misleading; and nothing 
has come to the attention of said counsel that would lead them to believe that (x) the Pricing Disclosure Package, as of the Applicable 
Time, included an untrue statement of a material fact or omitted to state a material fact necessary in order to make the statements 
therein, in light of the circumstances under which they were made, not misleading or (y) the Prospectus, as of its date and, as amended 
or supplemented, at the Closing Date, included or includes an untrue statement of a material fact or omitted or omits to state a material 
fact necessary in order to make the statements therein, in the light of the circumstances under whch they were made, not misleading 
(except, in each case, as to financial statements and other financial and statistical data constituting a part of the Registration Statement, 
the Pricing Disclosure Package or the Prospectus or incorporated by reference therein and that part of the Registration Statement that 
constitutes the Statements of Eligibility on Form T-1 and Form T-2, upon which such opinions need not pass); 
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provided, however, that Dewey Ballantine LLP will not provide the opinion contained in subparagraphs (b)(ii) or (b)(iii) (as to the 
requirements of the Florida Business Corporation Act) of this paragraph 10. 

(d) At the Closing Date, the Representative shall receive from R. Alexander Glenn, Deputy General Counsel - Florida of Progress 
Energy Service Company, LLC, acting as counsel for the Company, a favorable opinion in form and substance satisfactory to counsel 
for the Underwriters, to the same effect with respect to the matters enumerated in subdivisions (i) through (v) and subdivision (vii) of 
subparagraph (c) of this paragraph 10 as the opinions required by said subparagraph (c), and to the further effect that: 

(i) the Company has been incorporated, is validly existing as a corporation and its status is active under the laws of the State of 
Florida; 

(ii) the Company is duly authorized by its Charter to conduct the business that it is now conducting as set forth in the Prospectus; 
(iii) the Company is an electrical utility engaged in the business of generating, transmitting, distributing and selling electric power 

to the general public in the State of Florida; 
(iv) the Company has valid and subsisting franchises, licenses and permits adequate for the conduct of its business, except where 

the failure to hdd such franchises, licenses and permits would not have a material adverse effect on the business, properties, results of 
operations or fmancial condition of the Company; 

(v) the issuance and sale of the Shares have been duly authorized by all necessary corporate action on the part of the Company; the 
Articles of Amendment have been duly authorized and adopted by the Company and will be effective upon filing with the FSOS. 

(vi) the authorized capital stock of the Company is 4,000,000 shares cumulative preferred stock, par value of $100 per share ("$ TOO 
Preferred Stock"), 5,000,000 shares of cumulative preferred stock, no par value ("No Par Preferred Stock"), 1,000,000 shares of 
preference stock, par value $100 per share, and 60,000,000 shares of common stock, par value $2.50 per share, including (i) 40,000 
shares of $100 Preferred Stock, 4.00% Series; (ii) 40,000 shares of $100 Preferred Stock, 4.60% Series; (iii) 80,000 shares of $100 
Preferred Stock, 4.75% Series; (iv) 75,000 shares of $100 Preferred Stock, 4.40% Series; and (v) 100,000 shares of $100 Preferred 
Stock, 4.58% Series; the shares of issued and outstanding capital stock of the Company have been duly authorized and validly issued 
and are fully paid and non-assessable; and none of the outstanding shares of capital stock of the Company was issued in violation of 
the preemptive or other similar rights of any securityholder of the Company to subscribe for such stock; 
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(vii) An order has been entered by the Florida Public Service Commission authorizing the issuance and sale of the Shares, and to 
the best of the knowledge of said counsel, said order is still in force and effect; and no further filing with, approval, authorization, 
consent or other order of any public board or body (except such as have been obtained under the Securities Act and as may be required 
under the state securities or Blue Sky laws of any jurisdiction) is legally required for the consummation of the transactions 
contemplated in this Agreement; 

(viii) to the best of his knowledge, there are no persons with registration rights or other similar rights to have any securities 
registered pursuant to the Registration Statement or otherwise registered by the Company under the Securities Act; 

(ix) except as described in or contemplated by the Prospectus, there are no pending actions, suits or proceedings (regulatory or 
otherwise) against the Company or any of its properties which are likely in the aggregate to result in any material adverse change in 
the business, properties, results of operations or financial condition of the Company or which are likely in the aggregate, to materially 
and adversely affect the consummation of t h s  Agreement or the transactions contemplated herein or therein; 

of any of the terms or provisions of, or constitute a default under, the Charter or the Company’s by-laws or (ii) result in a material 
breach of any terms or provisions of, or constitute a default under, any applicable law, indenture, mortgage, deed of trust or other 
agreement or instnunent to which the Company is now a party or any judgment, order, writ or decree of any government or 
governmental authority or agency or court having jurisdiction over the Company or any of its assets, properties or operations that, in 
the case of any such breach or default, would have a material adverse effect on business, properties, results of operations or financial 
condition of the Company. 

letter addressed to the Representative containing statements and lnformation of the iype ordinarily included in accountants’ SAS 72 
“comfort letters” to underwriters with respect to the audit reports, financial statements and certain financial information contained in 
or incorporated by reference into the Prospectus. 

(f) At the Closing Date, the Representative shall receive a certificate of the Chairman, President, Treasurer or a Vice President of 
the Company, dated the Closing Date, to the effect that the representations and warranties of the Company in this Agreement are true 
and correct as of the Closing Date. 

(x) the consummation of the transactions herein contemplated and the fulfillment of the terms hereof will not (i) result in a breach 

(e) The Representative shall have received on the date hereof and shall receive on the Closing Date fiom Deloitte & Touche LLP, a 
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(9) The Permitted Free Writing Prospectus, and any other material required pursuant to Rule 433(d) under the Securities Act, shall 
have been filed by the Company with the Commission within the applicable time periods prescribed by Rule 433. 

(h) All legal proceedings taken in connection with the sale and delivery of the Shares shall have been satisfactory in form and 
substance to counsel for the Underwriters and the Company, as of the Closing Date, shall be in compliance with any governing orders 
of the Florida Public Service Commission, except where the failure to comply with such orders would not be material to the offering 
or validity of the Shares. 

(i) [At the Closing Date, the Shares shall have been approved for listing on the New York Stock Exchange, subject only to official 
notice of issuance.] 

(‘j) At the date of this Agreement, the Representative shall have received an agreement substantially in the form of Exhibit A to 
Schedule I11 hereto signed by the persons listed on Schedule I11 hereto. 

(k) If the Underwriters exercise their option provided in paragraph 4(b) hereof to purchase all or any portion of the Option Shares, 
the representations and warranties of the Company contained herein and the statements in any certificates fumished by the Company 
hereunder shall be true and correct as of each Option Closing Date and, at each Option Closing Date, the Representative shall have 
received: 

the Company confirming that the certificates delivered at the Closing Date pursuant to paragraphs 1 O(a> and 1 O(f) hereof remain true 
and correct as of such Option Closing Date. 

(ii) Opinion of Counsel for the Company. The favorable opinion of Hunton & Williams LLP, of counsel to the Company, together 
with the favorable opinion of R. Alexander Glenn, Esq., each in form and substance satisfactory to counsel for the Underwriters, dated 
such Option Closing Date, relating to the Option Shares to be purchased on such Option Closing Date and otherwise to the same effect 
as the opinions required by paragraphs 1O(c) and 10(d), respectively, hereof. 

(iii) Opinion of Counsel for the Underwriters. The favorable opinion of Dewey Ballantine LLP, counsel for the Underwriters, dated 
such Option Closing Date, relating to the Option Shares to be purchased on such Option Closing Date and otherwise to the same effect 
as the opinion required by paragraph 1O(c) hereof. 

(iv) Bring-down Comfort Letter. A letter from Deloitte & Touche LLP, in form and substance satisfactory to the Representative 
and dated such Option Closing Date, substantially in the same form and substance as the letters furnished to the Representative 
pursuant to paragraph lO(e) hereof, except that the “specified date” in the letter furnished pursuant to this paragraph shall be a date not 
more than three days prior to such Option Closing Date. 

(i) Officers’ Certificate. A certificate, dated such Option Closing Date, of the Chairman, President, Treasurer or a Vice President of 
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In case any of the conditions specified above in this paragraph 10 shall not have been fulfilled or waived by 2:OO P.M. on the 
Relevant Closing Date, this Agreement or, in the case of any condition to the purchase of Option Shares, on a date which is after the 
Closing Date, the obligations of the several Underwriters to purchase the relevant Option Shares, may be terminated by the 
Representative by delivering written notice thereof to the Company. Any such termination shall be without liability of any party to any 
other party except as otherwise provided in paragraphs 8 and 9 hereof. 

1 1. Conditions of the Company’s Obligations. The obligations of the Company to deliver the Shares on the Relevant Closing Date 
shall be subject to the conditions set forth in the first sentence of subparagraph (a) of paragraph 10 hereof and in subparagraph (b) of 
paragraph 10 hereof. In case these conditions shall not have been fulfilled at the Relevant Closing Date, this Agreement may be 
terminated by the Company by mailing or delivering written notice thereof to the Representative. Any such termination shall be 
without liability of any party to any other party except as otherwise provided in paragraphs 8 and 9 hereof. 

12. Indemnification. 
(a) The Company agrees to indemnify and hold harmless each Underwriter, each officer and director of each Underwriter and each 

person who controls any Underwriter withm the meaning of Section 15 of the Securities Act against any and all losses, claim, 
damages or liabilities, joint or several, to which they or any of them may become subject and to reimburse each such Underwriter, 
each such officer and director and each such controlling person for any legal or other expenses (including to the extent hereinafter 
provided, reasonable counsel fees) incurred by them, when and as incurred, in connection with investigating any such losses, claims, 
damages or liabilities or in connection with defending any actions, insofar as such losses, claims, damages, liabilities, expenses or 
actions arise out of or are based upon any untrue statement, or alleged untrue statement, of a material fact contained in the Registration 
Statement, the Preliminary Prospectus, the Pricing Prospectus, the Permitted Free Writing Prospectuses or the Prospectus, or in the 
Registration Statement or Prospectus as amended or supplemented (if any amendments or supplements thereto shall have been 
knished), or in any free writing prospectus used by the Company other than a Permitted Free Writing Prospectus, or the omission or 
alleged omission to state therein a material fact required to be stated therein or necessary to make the statements therein not 
misleading; provided, however, that the indemnity agreement contained in this paragraph 12 shall not apply to any such losses, claims, 
damages, liabilities, expenses or actions arising out of, or based upon any such untrue statement or alleged untrue statement, or any 
such omission or alleged omission, if such statement or omission was made in reliance upon and in conformity with the Underwriter 
Information and provided, further, that the indemnity agreement contained in th s  paragraph 12 shall not inure to the benefit of any 
Underwriter (or of any person controlling such Underwriter) on account of any such losses, claim, damages, liabilities, expenses or 
actions arising fiom the sale of the Shares to any person if a copy of the Permitted Free Writing Prospectus or Prospectus (excluding 
documents 
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incorporated by reference therein) shall not have been given or sent to such person by or on behalf of such Underwriter at or prior to 
entry into the contract of sale, unless such Prospectus or Permitted Free Writing Prospectus failed to correct the omission or 
misstatement. The indemnity agreement of the Company contained in this paragraph 12 and the representations and warranties of the 
Company contained in paragraph 3 hereof shal1 remain operative and in 111 force and effect regardless of any investigation made by 
or on behalf of any Underwriter or any such officer or director or any such controlling person and shall survive the delivery of the 
Shares. The Underwriters agree to notlfy promptly the Company, and each other Underwriter, of the commencement of any litigation 
or proceedings against them or any of them, or any such controlling person, in connection with the sale of the Shares. 

(b) Each Underwriter severally, and not jointly, agrees to indemnify and hold harmless the Company, its officers who signed the 
Registration Statement and directors, and each person who controls the Company within the meaning of Section 15 of the Securities 
Act against any and all losses, claims, damages or liabilities, joint or several, to which they or any of them may become subject and to 
reimburse each of them for any legal or other expenses (including, to the extent hereinafter provided, reasonable counsel fees) 
incurred by them, when and as incurred, in connection with investigating any such losses, claims, damages, or liabilities, or in 
connection with defending any actions, insofar as such losses, claims, damages, liabilities, expenses or actions arise out of or are based 
upon any untrue statement or alleged untrue statement of a material fact contained in the Registration Statement, the Preliminary 
Prospectus, the Pricing Prospectus, the Permitted Free Writing Prospectuses or the Prospectus as amended or supplemented (if any 
amendments or supplements thereto shall have been furnished), or any Underwriter Free Writing Prospectus used by such Underwriter 
(but only to the extent that the content of such Underwriter Free Writing Prospectus that is subject to indemnification is materially 
inconsistent with the information contained in the Permitted Free Writing Prospectus or the Prospectus) or the omission or alleged 
omission to state therein a material fact required to be stated therein or necessary to make the statements therein not misleading, if 
such statement or omission was made in reliance upon and in conformity with Underwriter Information. The indemnity agreement of 
all the respective Underwriters contained in this paragraph 12 shall remain operative and in full force and effect regardless of any 
investigation made by or on behalf of the Company or any other Underwriter, or any such controlling person, and shall survive the 
delivery of the Shares. The Company agrees promptly to notify the Representative of the commencement of any litigation or 
proceedings against the Company or any of its officers or directors, or any such controlling person, in connection with the sale of the 
Shares . 

(c) The Company and each of the Underwriters agree that, upon the receipt of notice of the commencement of any action against it, 
its officers and directors, or any person controlling it as aforesaid, in respect of which indemnity may be sought on account of any 
indemnity agreement contained herein, it will promptly give written notice of the commencement thereof to the party or parties against 
whom indemnity shall be sought hereunder. The Company and each of the Underwriters agree that the notification required by the 
preceding sentence shall be a material term of this Agreement. The omission so to notify such indemnifying party or parties of any 
such 
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action shall relieve such indemnifying party or parties from any liability which it or they may have to the indemnified party on account 
of any indemnity agreement contained herein if such indemnifying party was materially prejudiced by such omission, but shall not 
relieve such indemnifying party or parties from any liability which it or they may have to the indemnified party otherwise than on 
account of such indemnity agreement. In case such notice of any such action shall be so given, such indemnifying party shall be 
entitled to participate at its own expense in the defense or, if it so elects, to assume (in conjunction with any other indemnifying 
parties) the defense of such action, in which event such defense shall be conducted by counsel chosen by such indemnifying party (or 
parties) and satisfactory to the indemnified party or parties who shall be defendant or defendants in such action, and such defendant or 
defendants shall bear the fees and expenses of any additional counsel retained by them; but if the indemnifying party shall elect not to 
assume the defense of such action, such indemnifying parties will reimburse such indemnified party or parties €or the reasonable fees 
and expenses of any counsel retained by them, as such expenses are incurred; provided, however, if the defendants (including any 
impleaded parties) in any such action include both the indemnified party and the indemnifying party, and counsel for the indemnified 
party shall have concluded, in its reasonable judgment, that there may be a conflict of interest involved in the representation by such 
counsel of both the indemnifying party and the indemnified party, the indemnified party or parties shall have the right to select 
separate counsel, satisfactory to the indemnifying party, to participate in the defense of such action on behalf of such indemnified 
party or parties (it being understood, however, that the indemnifying party shall not be liable for the expenses of more than one 
separate counsel (in addition to one local counsel) representing the indemnified parties who are parties to such action). Each of the 
Company and the several Underwriters agrees that without the other party’s prior written consent, which consent shall not be 
unreasonably withheld, it will not settle, compromise or consent to the entry of any judgment in any claim in respect of which 
indemnification may be sought under the indemnification provisions of this Agreement, unless suchsettlement, compromise or consent 
(i) includes an unconditional release of such other party from all liability arising out of such claim and (ii) does not include a statement 
as to or an adrmssion of fault, culpability or a failure to act by or on behalf of such other party. 

(d) If the indemnification provided for in subparagraphs (a) or (b) above is for any reason unavailable to or insufficient to hold 
harmless an indemnified party in respect of any losses, liabilities, claims, damages or expenses referred to therein, then each 
indemnifying party shall contribute to the aggregate amount of such losses, liabilities, claims, damages and expenses incurred by such 
indemnified party, as incurred, (i) in such proportion as is appropriate to reflect the relative benefits received by the Company, on the 
one hand, and the Underwriters, on the other hand, from the offering of the Shares pursuant to this Agreement or (ii) if the allocation 
provided by clause (i) is not permitted by applicable law, in such proportion as is appropriate to reflect not only the relative benefits 
referred to in clause (i) above but also the relative fault of the Company, on the one hand, and of the Underwriters, on the other hand, 
in connection with the statements or omissions or alleged statements or omissions which resulted in such losses, liabilities, claims, 
damages or expenses, as well as any other relevant equitable considerations. The relative benefits received by the Company, on the 
one hand, and the Underwriters, on the 
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other hand, in connection with the offering of the Shares pursuant to this Agreement shall be deemed to be in the same respective 
proportions as the total net proceeds from the offering of the Shares pursuant to this Agreement (before deducting expenses) received 
by the Company and the total underwriting discount received by the Underwriters, in each case as set forth on the cover of the 
Prospectus, bear to the aggregate initial public offering price of the Shares as set forth on such cover. The relative fault of the 
Company, on the one hand, and the Underwriters, on the other hand, shall be determined by reference to, among other things, whether 
the untrue or alleged untrue statement of a material fact or omission or alleged omission to state a material fact relates to information 
supplied by the Company or by the Underwriters and the parties’ relative intent, knowledge, access to information and opportunity to 
correct or prevent such statement or omission. The Company and the Underwriters agree that it would not be just and equitable if 
contribution pursuant to this subparagraph (d) were determined by pro rata allocation (even if the Underwriters were treated as one 
entity for such purpose) or by any other method of allocation which does not take account of the equitable considerations referred to 
above in this subparagraph (d). The rights of contribution contained in this paragraph 12 shall remain operative and in full force and 
effect regardless of any investigation made by or on behalf of any Underwriter or the Company and shall survive delivery of the 
Shares. No person guilty of fraudulent misrepresentation (withm the meaning of Section 1 Iff) of the Securities Act) shall be entitled to 
contribution from any person who was not guilty of such fi-audulent misrepresentation. For purposes of this subparagraph (d), each 
person, if any, who controls an Underwriter within the meaning of Section 15 of the Securities Act or Section 20 of the Exchange Act 
shall have the same rights to contribution as such Underwriter, and each director of the Company, each officer of the Company who 
signed the Registration Statement, and each person, if any, who controls the Company within the meaning of Section 15 of the 
Securities Act or Section 20 of the Exchange Act shall have the same rights to contribution as the Company. The Underwriters’ 
respective obligations to contribute pursuant to this subparagraph (d) are several in proportionto the number of Shares set forth 
opposite their respective names in paragraph 4 hereof and not joint. 

the 
Prospectus or the Prospectus Supplement. 

on a date which is after the Closing Date, may be terrninated by the Representative at any time prior to the Relevant Closing Date by 
delivering written notice thereof to the Company, if on or after the date of this Agreement but prior to such time (a) there shall have 
occurred any general suspension of trading in securities on the New York Stock Exchange, or there shall have been established by the 
New York Stock Exchange or by the Commission or by any federal or state agency or by the decision of any court any limitation on 
prices for such trading or any restrictions on the distribution of securities, or (b) there shall have occurred any new outbreak of 
hostilities, including, but not limited to, significant escalation of hostilities that existed prior to the date of this Agreement, or any 
national or international calamity or crisis, or any material adverse change in the financial 

(e) For purposes of this paragraph 12, it is understood and agreed that the “Underwriter Information” is the information provided in 
paragraphs under “Underwriting” in the Preliminary Prospectus, the Pricing Prospectus, the Permitted Free Writing 

13. Termination Date of this Agreement. This Agreement, or the obligations of the several Underwriters to purchase Option Shares 
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change, shall be such as to 

ares and the delivery of the Shares 
ny downgrading or any notice of any 
‘nationally recognized statistical rating 

activity of any Underwriter or 
Date shall have materially impaired the 
ithout liability of any party to any other 

eement shall be governed by the laws of the State of New York. 
inure to the benefit of, and be binding 
h 12 hereof, the officers and directors and 

each controlling person referred to in paragraph 12 hereof, and their respective successors. Nothing in this Agreement is intended or 
shall be construed to give to any other person, firm or corporation any legal or equitable right, remedy or claim under or in respect of 

or any provision herein contained. The term “successoxs’’ as used in this Agreement shall not include any purchaser, as 
hares from any of the several Underwriters. 

. The Company acknowledges and agrees that (i) in connection with all aspects of each transaction 
, the Company and the Underwriters have an arms length business relationship that creates no 
party and each expressly disclaims any fiduciary relationship, (ii) the Underwriters and their 

respective affiliates may be engaged in a broad range of transactions that involve interests that differ from those of  the Company, 
(iii) the Underwriters have not provided any legal, accounting, regulatory or tax advice with respect to the offering contemplated 
hereby and the Company has consulted its own legal, accounting, regulatory and tax advisors to the extent it deemed appropriate, and 
(iv) any review by the Underwriters of the Company, the transactions contemplated hereby or other matters relating to such 
transactions will be performed solely for the benefit of the Underwriters and shall not be on behalf of the Company. 
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16. Notices. All communications hereunder shall be in writing or by telefax and, if to the Underwriters, shall be mailed, transmitted 
by any standard form of telecommunication or delivered to the Representative at 
shall be mailed or delivered to it at 410 S. WiImington Street, Raleigh, North Carolina 27601-1748, attention of Thonlas R. Sullivan, 
Treasurer. 

17. Counterparts. Ths Agreement may be simultaneously executed in counterparts, each of which when so executed shall be 
deemed to be an original. Such counterparts shall together constitute one and the same instrument. 

18. Defmed Terms. Unless otherwise defined herein, capitalized terms used in this Agreement shall have the meanings assigned to 
them in the Registration Statement. 

[Remainder of page intentionally left blank] 

, and if to the Company, 
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If the foregoing is in accordance with your understanding of our agreement, hndly sign and return to the Company the enclosed 
duplicate hereof whereupon it will become a binding agreement between the Company and the several Underwriters in accordance 
with its tenns. 

Very truly yours, 

FLORIDA POWER CORPORATION 
d/b/a PROGRESS ENERGY FLOIEIIDA, INC. 

By: 
Authorized Representative 

Accepted as of the date first 
above written, as Underwriter 
named in, and as the Representative 
of the other Underwriters named in, 
Section 1 of this Agreement. 
[REPRESENTATIVE] 

By: 
Name: 
Title: 

[Signature Page for the Preferred Stock Undeiwriting Agreement] 



SCHEDULE I 
Pricing Term Sheet 

Underwriting Agreement dated ? 20- 
Representative(s1: 
Designation: Preferred Stock 
Listing: 
Amount: shares 
Purchase Price: $ per share 
Public Offering Price: $ per share. 
Redemption Terms: 

The issuer has filed a registration statement (including a prospectus) with the SEC for the offering to which this 
communication relates, Before you invest, you should read the prospectus in that registration statement and other documents 
the issuer has filed with the SEC for more complete information about the issuer and this offering. You may get these 
documents for free by visiting EDGAR on the SEC Web site at www.sec.gov (and more specifically, at the URL link 
h~://sec.~ov/c~i-bin/browse-ed~ar?action=~etcompany&CIK=OOOOO37637&owner=include). Alternatively, the issuer, any 
underwriter or any dealer participating in the offering will arrange to send you the prospectus if you request it by calling toll- 
free at l-8[xx-xxx-xxxx]. 

Settlement Date: > 20-; 



SCHEDULE I1 
Pricing Disclosure Package 

1) Prospectus dated -7 20- 

2) Preliminary Prospectus Supplement dated -, 20-(which shall be deemed to include the Incorporated 
Documents) 

3) Permitted Free Writing Prospectuses 

a) Pricing Term Sheet attached as Schedule I hereto 



SCHEDULE 111 
Persons Executing Lock-Up Agreements 



Exhibit A 
[Form of Lock-Up Agreement] 



Exhibit 12 

PROGRESS ENERGY FLORIDA, INC. 
EXHIBIT 12 

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES AND 
PREFERRED DIVIDENDS COMBINED AND RATIO OF EARNINGS TO FIXED CHARGES 

(million of doIlars) 
Twelve Months Ended September 30 2005 2004 

Income taxes 125 166 

Fixed Charges, as defined: 

Total fixed charges, as defined $ 124 $ 116 

Total fixed charges and preferred dividends combined $ 126 $ 118 

Ratio of Earnings to Fixed Charges and Preferred Dividends Combined 4.08 5.12 



~ ~~~ ~~ 

(in millions) 
Years Ended December 3 1 2 004 2003 2002 2001 2000 

Income taxes 174 147 163 183 151 

Fixed Charges, as defined: 

0 t her interest 10 1‘6’1 10 14 26 . . .  . . . . . .  . .  

Total fixed charges, as defined $ 122 $ 103 $ 114 $ 117 $ 130 

Total frxed charges and preferred dividends combined $ 124 $ 105 $ 117 $ 120 $ 133 

Ratio of earnings to fixed charges and preferred dividends 
combined 5.09 5.20 5.15 5.09 3.71 



Exhibit 23(a) 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We consent to the incorporation by reference in this Amendment No. 1 to Registration Statement No. 333-126967 on Form S-3 of our 
reports dated March 7, 2005, relating to the financial statements and financial statement schedule of Florida Power Corporation d/b/a 
Progress Energy Florida, Inc. (PEF) (which report on the financial statements expresses an unqualified opinion and includes an 
explanatory paragraph concerning the adoption of a new accounting principle in 2003), appearing in the Annual Report on Form 10-K 
of PEF for the year ended December 3 1,2004 and to the reference to us under the heading “Experts” in the Prospectus, which is part 
of h s  Registration Statement. 

/ s i  Deloitte & Touche LLP 

Raleigh, North Carolina 
December 22, 2005 

Created by lOKWizard w w .  10KWizard.com 
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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 

FORM. 10-K 

(Mark One) 
(XI ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF T€UC SECURITIES 

EXCHANGE ACT OF 1934 

For the fiscal year ended December 3 1,2005 
OR 

( 1 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE 
SECURITIES EXCHANGE ACT OF 1934 

I.R.S. 
Exact name of registrants as specified in their charters, Employer 

Commission state of incorporation, address of principal executive Identification 
File Number offices, and telephone number Number 

1-1 5929 Progress Energy, Inc. 5 6-2 15’548 1 
410 South Wilmington Street 

Raleigh, North Carolina 27601-1 748 
Telephone: (9 19) 5’46-6 1 1 1 

State of Incorporation: North Carolina 

1-3382 

1-3274 

Carolina Power & Light Company 
d/b/a Progress Energy Carolinas, Inc, 

4 10 South Wilmington Street 
Raleigh, North Carolina 2760 1 -I 748 

Telephone: (919) 546-61 11 
State of Incorporation: North Carolina 

Florida Power Corporation 
d/b/a Progress Energy Florida, Inc. 

100 Central Avenue 
St. Petersburg, Florida 33701 
Telephone: (727) 820-5 I5 1 

State of Incorporation: Florida 

56-01 65465 

59-0247770 

SECURITIES REGISTERED PURSUANT TO SECTION 121b) OF THE ACT: 
Title of each class Name of each exchange on whch registered 
Progress Energy, Inc.: 
Common Stock (Without Par Value) New York Stock Exchange 
Carolina Power & Light Company: None 
Florida Power Corporation: None 

SECURTTIES REGISTERED PURSUANT TO SECTION 121~) OF THE ACT: 
Progress Energy, Inc.: None 
Carolina Power & Light Company: 

Florida Power Corporation: None 

$5 Preferred Stock, No Par Value 
Serial Preferred Stock, No Par Value 



Indicate by check mark whether each registrant is a w e l l - h o w  seasoned issuer, as defined in Rule 405 of the Act. 

Progress Energy, Yes@) No( 

Energy) 
Carolina Power & Yes(X) No( 1 

(PEC) 
Florida Power Yes( ) N O W  

Inc. (Progress 

Light Company 

oration (PEF) 



Indicate by check mark whether each registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. 

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 dwing the precechng 12 months (or for such shorter period that the registrants were required to file such 
reports), and (2) has been subject to such filing requirements for the past 90 days. 

Y e s 2  No- 

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not 
be contained, to the best of each registrant’s knowledge, in definitive proxy or information statements incorporated by reference in 
PART I11 of this Form 10-R or any amendment to this Form 10-K. 

Progress Energy 0 
PEC (a 
PEF (XI 

Indicate by check mark whether each registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See 
definition of “accelerated filer” and “large accelerated filer” in Rule 12b-2 of the Exchange Act.: 

Progress Energy Large accelerated filer (X) Accelerated filer ( ) Non-accelerated filer ( ) 
PEC Large accelerated filer ( )Accelerated filer ( ) Non-accelerated filer (X) 
PEF Large accelerated filer ( )Accelerated filer ( ) Non-accelerated filer (X) 

Indicate by check mark whether each registrant is a shell company (as defined in Rule 12b-2 of the Act). 

As of June 30, 2005, the aggregate market value of the voting and nonvoting common equity of Progress Energy held by nonaffiliates 
was $1 1,332,332,138. As of June 30, 2005, the aggregate market value of the c o n ”  equity of PEC held by nonaffiliates was $0. All 
of the common stock of PEC is owned by Progress Energy. As of June 30, 2005, the aggregate market value of the common equity of 
PEF held by nonaffiliates was $0. A11 of the common stock of PEF is indirectly owned by Progress Energy. 

As of February 28,2006, each registrant had the following shares of common stock outstanding: 

Registrant Description Shares 

Common Stock (Without Par Value) 

Common Stock (Without Par Value) 

C o m o n  Stock (Without Par Value) 

252,289,683 

159,608,055 

IO0 

Progress Energy 

PEC 

PEF 

DOCUMENTS INCORPORATED BY REFERENCE 

Portions of the Progress Energy and PEC definitive proxy statements for the 2006 Annual Meeting of Shareholders are incorporated 
into PART III, ITEMS 10, 11,12 , 13 and 14 hereof, 

This combined Form 10-K is filed separately by three registrants: Progress Energy, PEC and PEF (collectively, the Progress 
Registrants). Information contained herein relating to any 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 registrants. 

PEF meets the conditions set forth in General Instruction I (1) (a) and (b) of Form 10-K and is therefore filing this Form 10-K 
with the reduced disclosure format permitted by General Instruction I (2) to such Form 10-K. PEF is not an asset-backed 
issuer, as defined in Item 11101 of Regulation AEL 
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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: 

TERM DEFINITION 

40 1 (k) 
AFUDC 
the Agreement 
AH1 
APB No. 25 

ARO 
Annual Average Price 

BART 
Base Rate Settlement 

B cf 
Broad River 
B runs w i c k 
Btu 
CAIR 
CAMR 
CAVR 
co2 
Caronet 
cco 
CERCLA or SuperfUnd 

Clean Smokestacks Act 
Coal and Synthetic Fuel 

the Code 
co, 
COL 
Colona 
Corporate 
Corporate and Other 

CR3 
cvo 
DIG Issue C20 

DOE 
Earthco 
ECRC 
EIA 
EITF 
EITF 03-1 

EITF 03-4 

Progress Energy 401 (k) Savings and Stock Ownershp Plan 
Allowance for funds used during construction 
Stipulation and Settlement Agreement related to PEF retail rate matters 
Affordable housing investment 
Accounting Principles Board Opinion No. 25, “Accounting for Stock Issued 
to Employees” 
Asset retirement obligation 
Average wellhead price per barrel for unregulated domestic crude oil for the 
year 
Best Available Retrofit Technology 
Settlement reached with the FPSC on September 7,2005 on PEF’s base rate 
proceeding 
Billion cubic feet 
Broad fiver LLC‘s Broad River Facility 
Brunswick Nuclear Plant 
British thermal unit 
Clean Air Interstate Rule 
Clean Air Mercury Rule 
Clean Air Visibility Rule 
Carbon dioxide 
Caronet, Inc. 
Competitive Commercial Operations business included within the Progress 
Ventures segment, previously reported as a separate business segment 
Comprehensive Environmental Response, Compensation and Liability Act of 
1980, as amended 
North Carolina Clean Smokestacks Act enacted in June 2002 
Business segment primarily comprised of synthetic he1 production and sales 
operations, the operation of synthetic fuel facilities for third-parties, coal 
terminal services, and fuel transportation and delivery operations 
Internal Revenue Code 
Carbon dioxide 
Combined license 
Colona Synfuel Limited Partnership, LLLP 
Collectively, the Parent, PESC and consolidation entities 
Corporate and Other segment includes Corporate as well as other 
nonregulated business areas 
Crystal Ever Unit No. 3 Nuclear Plant 
Contingent value obligation 
FASB Derivatives Implementation Group Issue C20, “Interpretation of the 
meaning of Not Clearly and Closely Related in Paragraph 10(b) regarding 
Contracts with a Price Adjustment Feature” 
United States Department of Energy 
Four wholly owned coal-based solid synthetic fuel limited liability companies 
Environmental Cost Recovery Clause 
Energy Information Agency 
Emerging Issues Task Force 
Emerging Issues Task Force No. 03-1, “The Meaning of Other-Than- 
Temporary Impairments and Its Application to Certain Investments” 
Emerging Issues Task Force No. 03-4, “Determining the Classification and 
Benefit Attribution Method for a ’Cash Balance’ Pension Plan” 
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EMCs 
ENCNG 

Energy Delivery 
EPA 
EPACT 
EPIK 
ESOP 
FASB 
FDEP 
FERC 
FGT 
FTN No. 45 

FIN No. 46R 

FIN No. 47 

Florida Global Case 
Florida Progress or FPC 
FPSC 
Fuels 

Funding Corp. 

GAAP 
Gas 

Genco 
Georgia Power 
Georgia Region 

Global 
Gulfstream 
Hams 
IBEW 
IRS 
Jackson 
kV 
kVA 
kW 
kWh 
Level 3 
LIBOR 
MACT 
MDC 
Medicare Act 
MGP 
MW 
MWh 
Moody’s 
NAAQS 
NCNG 
NSR 
NCUC 
NEIL 

Electric Membership Cooperatives 
Eastern North Carolina Natural Gas Company, formerly referred to as 
EasternNC 
Distribution operations of the Utilities 
Environmental Protection Agency 
Energy Policy Act of 2005 
EPIK Communications, Inc. 
Employee Stock Ownership Plan 
Financial Accounting Standards Board 
Florida Department of Environment and Protection 
Federal Energy Regulatory Commission 
Florida Gas Transmission Company 
FASB Interpretation No. 45, “Guarantor’s Accounting and Disclosure 
Requirements for Guarantees, Including Indirect Guarantees of Indebtedness 
of Others” 
FASB Interpretation No. 46R, “Consolidation of Variable Interest Entities - 
an Interpretation of ARB No. 5 1” 
FASB Interpretation No, 47, “Accounting €or Conditional Asset Retirement 
Obligations - an Interpretation of FASB Statement No, 143” 
U.S. Global LLC v. Progress Energy, Inc. et a1 
Florida Progress Corporation, one of our wholly owned subsidiaries 
Florida Public Service Commission 
Previously reported business segment that included natural gas, coal terminal 
and synthetic fie1 operations 
Florida Progress Funding corporation, a wholly owned subsidiary of Florida 
Progress 
Accounting principles generally accepted in the United States of America 
Natural gas drilling and production operations included within the Progress 
Ventures segment 
Progress Genco Ventures LLC 
Georgia Power Company 
Reporting unit consisting of our Effingham, Monroe, Walton and Washington 
nonregulated generation plants in service 
U.S. Global LLC 
Gulfstream Gas System, L.L.C. 
Shearon Harris Nuclear Plant 
International Brotherhood of Electrical Workers 
Internal Revenue Service 
Jackson Electric Membershp Corporation 
Kilovolt 
Kilovolt-ampere 
Kilowatt 
Kilo watt-hour 
Level 3 Communications, Inc. 
London Inter Bank Offering Rate 
Maximum Achievable Control Technology 
Maximum Dependable Capability 
Medicare Prescription Drug, Improvement and Modernization Act of 2003 
Manufactured Gas Plant 
Megawatt 
Mega watt-hour 
Moody’s Investors Service, Inc. 
National Ambient Air Quality Standards 
North Carolina Natural Gas Corporation 
New Source Review requirement by EPA 
North Carolina Utilities Commission 
Nuclear Electric Insurance Limited 
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the Notes Guarantee 
Nox 
Nox SIP Call 

NRC 
Nuclear Waste Act 
NYMEX 
OCI 
O&M 
Odyssey 
OPEB 
Order 2000 

P11 
the Parent 
PEC 

PEF 

PESC 
the Phase-out Price 

Power Agency 
Preferred Securities 

Preferred Securities 
Guarantee 
Progress Energy 
Progress Registrants 

Progress Fuels 
Progress Rail 
Progress Ventures 

PRP 
PSSP 
PTC 
PT LLC 
PUHCA 
PUWA 
PVI 

PWC 
PWR 
QF 
Rail Services 
RBCA or Global RBCA 
RCA 
Rockport 
Robinson 
ROE 
RSA 
RTO 
SCPSC 
SEC 
Section 29 
Section 29/45K 

Florida Progress’ full and unconditional guarantee of the Subordinated Notes 
Nitrogen Oxide 
EPA rule whch requires 22 states including North and South Carolina (but 
excluding Florida) to further reduce nitrogen oxide emissions. 
United States Nuclear Regulatory Commission 
Nuclear Waste Policy Act of 1982 
New York Mercantile Exchange 
Other comprehensive income as defined by GAAP 
Operation and maintenance expense 
Odyssey Telecorp, Inc. 
Postretirement benefits other than pensions 
FERC order regarding RTOs which sets minimum characteristics and 
functions that RTOs must meet, including independent transmission service 
Intercession City Unit P11 
Progress Energy, Inc. holding company on an unconsolidated basis 
Progress Energy Carolinas, Inc., formerly referred to as Carolina Power & 
Light Company 
Progress Energy Florida, Inc., formerly referred to as Florida Power 
Corporation 
Progress Energy Service Company, LLC 
Price per barrel of unregulated domestic crude oil at which Section 29/45K 
tax credits are fully eliminated 
North Carolina Eastern Municipal Power Agency 
7.10% Cumulative Quarterly Income Preferred Securities due 2039, Series A 
issued by the Trust 
Florida Progress’ guarantee of all distributions related to the Preferred 
Securities 
Progress Energy, Inc. and subsidiaries on a consolidated basis 
The individual reporting registrants within the Progress Energy consolidated 
group. Collectively, Progress Energy, Inc., PEC and PEF 
Progress Fuels Corporation, formerly Electric Fuels Corporation 
Progress Rail Services Corporation 
Business segment primarily comprised of nonregulated energy generation and 
marketing activities and natural gas operations 
Potentially responsible party, as defined in CERCLA 
Performance Share Sub-Plan 
Progress Telecommunications Corporation 
Progress Telecom, LLC 
Public Utility Holding Company Act of 1935, as amended 
Public Utilities Regulatory Policies Act of 1978 
Progress Energy Ventures, Inc. (formerly referred to as Progress Ventures, 
Inc.) 
Public Works Commission of the City of Fayetteville, North Carolina 
Pressurized water reactor 
Qualifying facility 
Previously reported business segment that included rail operations 
Risk-based corrective action 
Revolving credit agreement 
Indiana Michgan Power Company’s Rockport Unit No. 2 
Rob ins on Nuclear Plant 
Return on equity 
Restricted stock awards program 
Regional transmission organization 
Public Service Commission of South Carolina 
United States Securities and Exchange Commission 
Section 29 of the Internal Revenue Service Code 
General business tax credits earned after December 3 1, 2005 for synthetic 
fuel production activities in accordance with Section 29 
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Section 45K 
(See Note/s “P’) 

S&P 
SFAS 
SFAS No. 5 

SFAS No. 71 

SFAS No. 87 

SFASNo. 109 

SFAS No. 115 

SFASNo. 123 

SFAS No. 123R 

SFAS No. 131 

SFASNo. 133 

SFASNo. 138 

SFAS No. 142 

SFASNo. 143 

SFAS No. 144 

SFAS No. 148 

SFASNo. 149 

SFASNo, 150 

SNG 
so2 
SRS 
Subordinated Notes 

Tax Agreement 
the Threshold Price 

the Trust 
the Utilities 
Winchester Production 

Winter Park 

General business tax credit 
For all sections, ths  is a reference to the Combined Notes to the Financial 
Statements contained in Part 11, ITEM 8 
Standard & Poor’s Rating Services 
Statement of Financial Accounting Standards 
Statement of Financial Accounting Standards No. 5, “Accounting for 
Contingencies” 
Statement of Financial Accounting Standards No. 7 1, “Accounting for the 
Effects of Certain Types of Regulation” 
Statement of Financial Accounting Standards No. 87, “Employers’ 
Accounting for Pensions” 
Statement of Financial Accounting Standards No. 109, “Accoun~ng for 
Income Taxes’’ 
Statement of Financial Accounting Standards No, 115, “Accounting for 
Certain Investments in Debt and Equity Securities.” 
Statement of Financial Accounting Standards No. 123, “Accounting for 
Stock-Based Compensation” 
Statement of Financial Accounting Standards No. 123R, “Accounting for 
Stock-B ased Compensation” 
Statement of Financial Accounting Standards No. 13 1, “Disclosures about 
Segments of an Enterprise and Related Information” 
Statement of Financial Accounting Standards No. 133, “Accounting for 
Derivative and Hedging Activities” 
Statement of Financial Accounting Standards No. 138, “Accounting for 
Certain Derivative Instruments and Certain Hedging Activities - An 
Amendment of FASB Statement No. 133” 
Statement of Financial Accounting Standards No. 142, “Goodwill and Other 
Intangible Assets” 
Statement of Financial Accounting Standards No. 143, “Accounting for: Asset 
Retirement Obligations” 
Statement of Financial Accounting Standards No. 144, “Accounting for the 
Impairment or Disposal of Long-Lived Assets” 
Statement of Financial Accounting Standards No. 148, “Accounting for 
Stock-Based Compensation - Transition and Disclosure - An Amendment of 
FASB Statement No. 123” 
Statement of Financial Accounting Standards No. 149, “Amendment of 
Statement I33 on Derivative Instruments and Hedging Activities” 
Statement of Financial Accounting Standards No. 150, “Accounting for 
Certain Financial Instruments with Characteristics of Both Liabilities and 
Equity” 
Southern Natural Gas Company 
Sulfur dioxide 
Strategic Resource Solutions Corp. 
7.10% Junior Subordinated Deferrable Interest Notes due 2039 issued by 
Funding Corp. 
Intercompany Income Tax Allocation Agreement 
Price per barrel of unregulated domestic crude oil at whch Section 29145K 
tax credits begin to be reduced 
FPC Capital I, a wholly owned subsidiary of Florida Progress 
Collectively, PEC and PEF 
Winchester Production Company, Ltd., an indirectly owned subsidiary of 
Progress Fuels Corporation 
City of Winter Park, Florida 
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SAFE HARBOR FOR FORWARD-LOOKING STATEMENTS 

In ths  combined report, each of the Progress Registrants makes fonvard-loohng statements within the meaning of the safe harbor 
provisions of the Private Securities Litigation Reform Act of 1995. The matters discussed throughout this combined Form 10-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. 

In addition, examples of forward-looking statements discussed in th s  Form 10-K include, but are not limited to, 1) statements made in 
PART I, ITEM lA, “Risk Factors” and 2) PART 11, ITEM 7, “Management’s Discussion and Analysis of Financial Condition and 
Results of Operations” including, but not limited to, statements under the following headings: a) “Results of Operations” about trends 
and uncertainties; b) “Liquidity and Capital Resaurces” about operating cash flows, estimated capital requirements through the year 
2008 and future financing plans; c) “Strategy” about our future strategy and goals; and d) “Other Matters” about OUT synthetic fuel 
facilities, the effects of new environmental regulations, nuclear decommissioning costs and the effect of electric utility industry 
restnrcturing, 

Any forward-looking statement is based on information current as of the date of this report and speaks only as of the date on which 
such statement is made, and the Progress Registrants undertake 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-loohng statements made throughout this document include, 
but are not limited to, the following: the impact of fluid and complex laws and regulations, including those relating to the environment 
and the recently enacted Energy Policy Act of 2005; the financial resources needed to comply with environmental laws; deregulation 
or restructuring in the electric industry that may result in increased competition and unrecovered or stranded costs; weather conditions 
that directly influence the demand for electricity; the ability to recover through the regulatory process costs associated with h t u r e  
significant weather events; recurring seasonal fluctuations in demand for electricity; fluctuations in the price of energy commodities 
and purchased power; economic fluctuations and the corresponding impact on our commercial and industrial customers; the ability of 
our subsidiaries to pay upstream dividends or distributions to the Parent; the impact on our facilities and businesses from a terrorist 
attack; the inherent risks associated with the operation of nuclear facilities, including environmental, health, regulatory and financial 
risks; the anticipated Euture need for additional baseload generation in our regulated service territories and the accompanying 
regulatory and financial risks; the ability to successfully access capital markets on favorable terms; the Progress Registrants’ ability to 
maintain their current credit ratings and the impact on the Progress Registrants‘ financial condition and ability to meet their cash and 
other financial obligations in the event their credit ratings are downgraded below investment grade; the impact that increases in 
leverage may have on each of the Progress Registrants; the impact of derivative contracts used in the normal course of business; the 
investment performance of OUT pension and benefit glans; the Progress Registrants’ ability to control costs, including pension and 
benefit expense, and achieve ow cost- management targets for 2007; the availability and use of Internal Revenue Code Section 
29/45R (Section 29/45K) tax credits by synthetic fuel producers and OUT continued ability to use Section 29/45K tax credits related to 
our coal-based solid synthetic fuel businesses; the impact that fume crude oil prices may have on the value of our Section 29/45K tax 
credits; our ability to manage the risks involved with the operation of nonregulatedplants, including dependence on third parties and 
related counter-party risks, and a lack of operating hstory of such plants; the ability to manage the risks associated with OUT energy 
marketing operations, including potential impairment charges caused by adverse changes in market or business conditions; the 
outcome of any ongoing or future litigation or similar disputes and the impact of any such outcome or related settlements; and 
unanticipated changes in operating expenses and capital expenditures. Many of these risks similarly impact our nonreporting 
subsidiaries. 

These and other risk factors are detailed from time to time in the Progress Registrants’ filings with the United States Securities and 
Exchange Commission (SEC). Many, but not all, of the factors that may impact actual results are discussed in ITEM ZA, “Rzsk 
Factors,” which you should carefblly read. All such factors are difficult to predict, contain uncertainties that may materially affect 
actual results and may be beyond our control. 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 Progress Registrants. 



PART I 

ITEM 1. B U S N S S  

GENERAL 

ORGANIZATION 

Progress Energy, Inc., headquartered in Raleigh, N.C., with its regulated and nonregulated subsidiaries, is an integrated energy 
company serving the southeast region of the United States. In this report, Progress Energy (which includes Progress Energy, Inca’s 
holding company operations (the Parent) and its subsidiaries on a consolidated basis), is at times referred to as “we,” “our” or “us.” 
When discussing Progress Energy’s financial information, it necessarily includes the results of PEC and PEF (collectively, the 
Utilities). The term “Progress Registrants” refers to each o f  the three separate registrants: Progress Energy, PEC and PEF. However, 
neither of the Utilities makes any representation as to information related solely to Progress Energy or the subsidiaries of Progress 
Energy other than itself. 

The Parent was initially incorporated on August 19, 1999 as CP&L Energy, Inc., which became the holding company for PEC on June 
19, 2000. All shares of common stock of PEC were exchanged €or an equal number of shares of CP&L Energy, Inc. c o m o n  stock, 
On November 30, 2000, we completed our acquisition of Florida Progress Corporation (Florida Progress or FPC), a &versified, 
exempt electric utility holding company whose primary subsidiaries are PEF and Progress Fuels Corporation (Progress Fuels). In the 
$5.4 billion purchase transaction, we paid cash consideration of approximately $3.5 billion and issued 46.5 million shares of common 
stock valued at approximately $1.9 billion. In addition, we issued 98.6 million contingent value obligations (CVOs) valued at 
approximately $49 million. Prior to February 8, 2006, the Parent was a registered holding company under the Public Utility Holding 
Company Act of 1935 (PUHCA). Effective February 8, 2006, the Parent is subject to additional regulation by the Federal Energy 
Regulatory Commission (FERC) as discussed below. 

Our wholly owned regulated subsidiaries, PEC and PEF, each a business segment, are primarily engaged in the generation, 
transmission, distribution and sale of electricity in portions of North Carolina, South Carolina and Florida. We have over 21,500 
megawatts (MW) of regulated electric generation capacity and serve approximately 3 million retail electric customers in portions of 
North Carolina, South Carolina and Florida as well as other load-serving entities. The Utilities operate in retail service territories that 
are anticipated to have population growth higher than the U.S. average. In addition, PEC‘s greater proportion of commercial and 
industrial customers, combined with PEF’s greater proportion of residential customers, creates a balanced customer base. We are 
dedicated to expanding our electric generation capacity and delivering reliable, competitively priced energy from a diverse portfolio of 
power plants. Prior to December 2005, our reportable business segments included the PEC Electric segment that was comprised of 
PEC’s utility operations and excluded immaterial operations of PEC’s nonregulated subsidiaries that were previously included in our 
Corporate and Other segment. Management has realigned the PEC segment based on the manner in which these operations are 
reviewed to include PEC‘s nonregulated subsidiaries. The results of operations and financial position of PEC Electric and PEC are not 
materially different. Prior year periods have been restated for the PEC segment realignment. 

During 2005, we also realigned our nonregulated business segments due to changes in the operations of certain businesses as 
discussed below and the reclassification of our coal mining operations as discontinued operations. Ths  realignment is consistent with 
the manner in which management currently reviews these operations. Our current nonregulated segments are: 1) Progress Ventures 
and 2) Coal and Synthetic Fuels. 

Our Progress Ventures segment is involved in nonre plated electric generation operations and energy marketing activities through our 
Competitive Commercial Operations business (CCO) and natural gas drilling and production (Gas). The functional management and 
financial reporting structure of the Progress Ventures business unit is not currently aligned with its legal structure. Prior to December 
2005, Gas was included within our previously reported Fuels segment. We have historically disclosed CCO as a reportable segment, 
In the past several years, we have increased our natural gas reserves and our gas drilling capital to act as a natural hedge for CCO’s 
nonregulated 
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generation needs. Our CCO business underwent a significant change in 2005 with the expiration of its tolling agreements (which had 
little fuel price risk) at the end of 2004 and the increased load served under its fixed price full requirements contracts (whch have 
substantial fuel price risk) effective in early 2005. Managing the operations of Gas and CCO on a combined basis allows us to more 
effectively manage OUT fuel price risk. Our Progress Ventures segment is involved in limited energy and commodity economic 
hedging activities and CCO will manage Gas' financial hedging operations. Prior year periods have been restated for the Progress 
Ventures segment realignment. 

Our Coal and Synthetic Fuels segment is involved in the production and sale of coal-based solid synthetic fuel as defined under the 
Internal Revenue Code (the Code), the operation of synthetic fuel facilities for outside parties as well as coal terminal services and fuel 
transportation and delivery. Our Coal terminal operations support our Synthetic Fuel operations for the procuring and processing of 
coal and the transloading and marketing of synthetic fuel. Prior to 2005, all Coal operations (including mining), synthetic fuel 
activities and fuel transportation operations were included w i t h  om previously reported Fuels segment. Our coal mining business 
was reclassified as discontinued operations during 2005 as a result of OUT decision to divest of om coal mine assets. The remaining 
portions of the previously reported Fuels segment are included withn Coal and Synthetic Fuels due to their operational relationshp 
with the segment's activities and their relative immateriality. Prior year periods have been restated for the Coal and Synthetic Fuels 
segment realignment. 

Prior to its divestiture Xn 2005, Rail Services was reported as a separate segment. 

The Corporate and Other segment primarily includes the activities of the Parent, Progress Energy Service Company, LLC (PESC) and 
miscellaneous nonregulated businesses. PESC provides centralized administrative, management and support services to OUT 

subsidiaries. See Note 19 for additional information about PESC services provided and costs allocated to subsidiaries. 

See Note 20 for information regarding the revenues, income and assets attributable to our business segments. 

Our consolidated revenues for the year ended December 31, 2005, were $10.1 billion and OUT consolidated assets at year-end were 
$27,0 billion. 

SIGNIFICANT DEVELOPMENTS 

PROGRESS TELECOM DIVESTITURE 

On January 25, 2006, we signed a definitive agreement to sell Progress Telecom, LLC (PT LLC) to Level 3 Comunications, Inc. 
(Level 3) for a purchase price of approximately $137 million, with half the proceeds in cash and half in Level 3 c o m o n  stock. We 
expect to use net cash proceeds of $70 million from the sale of our interest in PT LLC to reduce debt (See Note 25). 

COAL MINE DIVESTITURE 

On November 14, 2005, our board of directors approved a plan to divest of the five subsidiaries of Progress Fuels engaged in the coal 
mining business. The coal mining operations are expected to be sold by the end of 2006. As a result, we have classified the coal 
mining operations as discontinued operations in the accompanying consolidated financial statements for all periods presented (See 
Note 3A). 

ACQ UISIT'ION B Y WINCHESTER PRODUCTION COMPANY 

In May 2005, Winchester Production Company, Ltd. (Winchester Production), an indirectly owned subsidiary of Progress Fuels, 
acquired a 50 percent interest in approximately 11 natural gas producing wells and proven reserves of approximately 25 billion cubic 
feet equivalent from a privately owned company headquartered in Texas. In addition to the natural gas reserves, the transaction also 
included a 50 percent interest in the gas gathering systems related to these reserves. The total cash purchase price for the transaction 
was $46 million (See Note 4A). 
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PROGRESS RAIL DIVESTITURE 

In March 2005, we completed the sale of Progress Rail Services Corporation (Progress Rail). Gross cash proceeds from the sale were 
approximately $429 million, consisting of $405 million base proceeds plus a working capital adjustment. Proceeds from the sale were 
used to reduce debt (See Note 3B). 

RAILCAR LTD., DIVESTITURE 

In March 2003, we signed a letter of intent to sell 
agreement was signed in November 2003, and the 
million were used to reduce debt (See Note 3B). 

NCNG DIVESTlTuRE 

the majority of Railcar Ltd. assets to The Andersons, Inc. The asset purchase 
transaction closed on February 12, 2004. Net proceeds of approximately $75 

In September 2003, we completed the sale of North Carolina Natural Gas Corporation (NCNG) and our equity investment in Eastern 
North Carolina Natural Gas Company (ENCNG) to Piedmont Natural Gas Company, Inc. As a result of this action, the operating 
results of NCNG were reclassified to discontinued operations for all reportable periods. Net proceeds from the sale of NCNG and 
ENCNG of approximately $443 million were used to reduce debt (See Note 3H). 

See Notes 3 and 4 for additional information about our acquisitions and divestitures. 

AVAILABLE INFORMATION 

The Progress Registrants' annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-R and all 
amendments to those reports are available fiee of charge through the Investors section of OUT internet site, http://www.progress- 
energy.com. These reports are available as soon as reasonably practicable after such material is eIectronically filed with, or furnished 
to, the SEC. The public may read and copy any material we have filed with the SEC at the SEC's Public Reference Room at 100 F 
Street, N.E., Washington, D.C. 20549. Information regarding the operations of the Public Reference Room may be obtained by calling 
the SEC at 1-800-SEC-0330. Altematively, the SEC maintains an internet site, http://www.sec,gov that contains reports, proxy and 
information statements and other information regarding issuers that file electronically with the SEC. 

\ 

The Investors section of our website also includes our corporate governance guidelines and code of ethics as well as the charters of the 
following c o d t t e e s  of our board of directors: Audit and Corporate Performance; Corporate Governance; Finance; Operations, 
Environmental, Health and Safety Issues; and Organization and Compensation. This Illformation is available in print to any 
shareholder who requests it. Requests should be directed to: Investor Relations, Progress Energy, Inc., 410 S. Wilmington Street, 
Raleigh, NC 27601. 

Information on our website is not incorporated herein and should not be deemed part of this Report. 

COMPETITION 

GENERAL 

Over the past several years, the electric utility industry has experienced a substantial increase in competition at the wholesale level, 
caused by changes in federal law and regulatory policy. Several states have also restructured aspects of retail electric service. The 
issue of retail restructuring and competition is being reviewed by a number of states, and bills have been introduced in past sessions of 
Congress that sought to introduce such restructuring in all states. 

On August 8, 2005, the Energy Policy Act of 2005 (EPACT) was signed into law. This new federal law contains key provisions 
affecting the electric power industry. These provisions include tax changes fox the utility industry; incentives for emissions reductions; 
federal insurance and incentives to build new nuclear power plants; repeal of PUHCA, effective February 8, 2006; and certain 
protection for native retail load customers of load-serving entities. 
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It gives the FERC "backstop" transmission siting authority as well as increased utility merger oversight. The law also provides 
incentives and funding for dean coal technologies and initiatives to voluntarily reduce greenhouse gases and redesignates the Code's 
Section 29 (Section 29) tax credit as a general business credit under the Code's Section 45K (Section 45K). See Note 23D for 
additional information on the redesignation of the Section 29 tax credits. In addition, the law requires both the FERC and the U.S. 
Department of Energy (DOE) to study how utilities dispatch their resources to meet the needs of their customers. The results of these 
studies or any related actions taken by DOE could impact the Utilities' system operations. 

The law requires the FERC to issue certain regulations implementing EPACT within 120 days of enactment. The FERC has 
commenced the rulemaking process on 11 major issues and a number of secondary issues. We have reviewed the proposed rules and 
are participating in the public comment process. However, we cannot currently predict what impact the final rules will have on our 
fmancial condition and results of operations. The FERC has adopted final rules implementing its new authority under EPACT with 
regard to mergers, dispositions of utility assets, market manipulation, electric reliability organizations and PUHCA repeal. These new 
rules: require the FERC's approval prior to any merger involving a public utility; require the FERC's approval prior to the disposition 
of any utility asset with a market value in excess of $10 million; require utility holding companies to comply with the FERC's cost 
allocation, record retention and accounting rules; prohibit market participants from intentionally or recklessly making any fraudulent 
or misleading statements with regard to transactions subject to the FERC's jurisdiction; and establish the procedure and rules for the 
establishment of an electric reliability organization that will propose and enforce mandatory reliability standards for the bulk power 
electric system. 

In November 2003, and as subsequently revised and supplemented, the FERC adopted standards of conduct that apply uniformly to 
interstate natural gas pipelines and public utilities and govern the relationship between transmission providers and their energy 
affiliates in a manner that prevents a transmission provider from unduly discriminating against nonaffliates and from granting 
affiliates preferential treatment. Each utility was required to submit a plan and schedule for compliance with the new rules by 
February 2004. During 2005, following an audit by the FERC of the Utilities' compliance with the FERC's standards of conduct and 
the Utilities' codes of conduct, the Utilities reached a settlement with the FERC in regards to certain violations cited in the audit's 
results. Pursuant to the settlement, the Utilities agreed to make certain operational and organization changes and provided an 
immaterial monetary settlement in the form of a one-time credit to their retail and wholesale customers. 

REGULATED UTILITIES 

To date, many states have adopted legislation that would give retail customers the right to choose their electricity provider (retail 
choice), and most other states have, in some form, considered the issue. To our knowledge, there is currently no proposed legislation 
in North Carolina, South Carolina or Florida that would introduce retail choice. 

ELECTRIC INDUSTRY RESTRUCTURING 

The Utilities monitor developments impacting their competitive environments and actively participate in regulatory reform 
deliberations in their respective service territories. PEC expects that both the North Carolina and South Carolina General Assemblies 
will continue to monitor the experiences of states that have implemented electric restructuring legislation. PEF believes that the 
movement toward deregulation in Florida has been slowed by developments related to deregulation of the electric industry in other 
states. 

REGIONAL TRANSMISSION ORGANIZATIONS 

In October 2000, as a result of FERC Order 2000, PEC, along with Duke Energy Corporation and South Carolina Electric & Gas 
Company, filed an application with the FERC for approval of a regional transmission organization (RTO), GridSouth. In July 2001, 
the FERC issued an order provisionally approving GridSouth, However, in July 2001, the FERC issued orders recommending that 
companies in the southeast engage in mediation to develop a plan for a single RTO for the Southeast. PEC participated in the 
mediation. On August 11, 2005, the GridSouth participants notified the FERC that they had terminated the GridSouth project. By 
order issued October 20, 2005, the FERC terminated the GridSouth proceeding. PEC has $33 million invested in GridSouth related to 
startup costs at December 3 1,2005. PEC expects to recover these startup costs. 
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Also as a result of FERC Order 2000, PEE;, Florida Power & Light Company and Tampa Electric Company collectively filed with the 
FERC in October 2000 an application for approval of a GridFlorida RTO. The GridFlorida proposal is pending before both the FERC 
and the Florida Public Service Commission (FPSC). The FERC provisionally approved the structure and governance of GridFlorida. 
In December 2003, the FPSC ordered fuxther state proceedings and established a collaborative workshop process to be conducted 
during 2004. In June 2004, the workshop process was abated pending completion of a cost-benefit study. On December 12,2005, the 
final report of the cost-benefit study was issued. The study concluded that the GridFlorida RTO was not cost effective. The study 
further segregated the costs and benefits between FPSC jurisdictional and nonjuisdictional customers, concluding that the 
jurisdictional customers would incur even more costs and benefits would be shifted to nonjurisdictional customers. In light of the 
findings and conclusions of the cost-benefit study, on January 27, 2006, the GridFlorida applicants filed a motion with the FPSC to 
withdraw the compliance filing and filed a petition to close the docketed proceeding. The Florida Municipal Power Agency and 
Seminole Electric Power Cooperative have submitted a filing in opposition to ths  motion. The FPSC has released a schedule that 
indicates that they will issue an order on this motion by April 24, 2006. The GridFlorida applicants are currently in discussions to 
determine whether there are cost-effective alternatives to the GridFlorida proposal that could be implemented in peninsular Florida. It 
is unknown when the FERC or the FPSC will take fmal action with regard to the status of GridFlorida or what the impact of krther 
proceedings will have on PEF's earnings, revenues or pricing. PEF has fully recovered iis startup costs in GridFlorida. 

See Note 7C for further discussion regarding RTOs. 

FRA NGNISE MA TTERS 

PEC has nonexclusive franchises with varying expiration dates in most of the municipalities in which it distributes electric energy in 
North Carolina and South Carolina, The general effect of these franchises is to provide for the manner in which PEC occupies rights- 
of-way in incorporated areas of municipalities for d e  purpose of constructing, operating and maintaining an energy transmission and 
distribution system. Of these 239 franchises, 194 have expiration dates ranging from 2008 to 2061 and 45 of these have no specific 
expiration dates. All but 13 of the 194 franchises with expiration dates have a term of 60 years. The exceptions have terms ranging 
fi-om 10 to 50 years. PEC also provides service within a number of municipalities and in all of its unincorporated areas without 
franchise agreements. 

PEF holds franchses with varying expiration dates in 109 of the municipalities in which it distributes electric energy. PEF also 
provides service to 12 other municipalities and in all its unincorporated areas without fiancluuse agreements. The general effect of these 
franchses is to provide for the manner in which PEF occupies rights-of-way in incorporated areas of municipalities for the purpose of 
constructing, operating and maintaining an energy transmission and distribution system. One city which had an expiring fianchise 
agreement with PEF elected in 2005 to purchase the electric distribution system that served that city after satisfying regulatory and 
operating requirements (See Note 7C). Other litigation regarding fi-anchlse matters with certain Florida municipalities were largely 
resolved during 2005 with renewals of franchise agreements. The franchise agreements cover periods ranging from 10 to 30 yeas with 
the majority covering 30-year periods from the date enacted. Of the 109 franchise agreements, 3 expire between January 1, 2006 and 
December 3 1,20 10, and 106 expire between January 1,20 1 1 and December 3 1,2035. 

WHOLESALE COMPETITION 

As a result of various changes in federal law and regulations over the past 25 years, there is competition in the wholesale electricity 
market. In 1996, the FERC issued new rules on transmission service requiring all utility transmission providers to provide 
transmission access and service to all market participants pursuant to standardized tariffs. The rules give greater flexibility and more 
choices to wholesale power customers. EPACT clarified and expanded the FERC's authority to assure that markets operate fairly 
without imposing new, mandatory intrusion on state authorities. 

The increased competition in the wholesale electric utility industry and the availability of transmission access could affect the Utilities' 
load forecasts, plans for power supply and wholesale energy sales and related revenues. The impact could vary depending on the 
extent to which additional generation is built to compete in the wholesale 
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market, new opportunities are created for the Utilities to expand their wholesale load, or current wholesale customers elect to 
purchase from other suppliers after existing contracts expire. 

In April 2004, the FERC issued two orders concerning utilities‘ ability to sell wholesale electricity at market-based rates. In the first 
order, the FERC adopted two new interim screens for assessing potential generation market power of applicants for wholesale market- 
based rates, and described additional analyses and mitigation measures that could be presented if an applicant does not pass one of 
these interim screens. In July 2004, the FERC issued a second order that re-affirmed its April order and initiated a rulemahng to 
consider whether the FERC‘s current methodology for determining whether a public utility should be allowed to sell wholesale 
electricity at market-based rates should be modified in any way. The Utilities do not have market-based rate authority for wholesale 
sales in peninsular Florida, Given the difficulty PEC believed it would experience in passing one of the interim screens, on September 
6,  2005, PEC filed revisions to its market-based rate tariffs restricting PEC to sales outside of PEC‘s control area and peninsular 
Florida, and filed a new cost-based tariff for sales within PEC‘s control area. The FERC has accepted these revised tariffs. 

On June 6, 2005, the Utilities submitted market power studies to the FERC demonstrating that neither company possessed market 
power outside of peninsular Florida and PEC’s control area. The FERC accepted the Utilities’ respective market power studies and 
allowed PEC and PEF to continue selling power at market-based rates in areas outside of peninsular Florida and PEC’s control area. 

We do not anticipate that the current operations of the Utilities will be materially impacted by the market-based rates decision outlined 
above. 

STRANDED COSTS 

An issue encompassed by industry restructuring is the recovery of “stranded costs.” Stranded costs primarily include the generation 
assets of utilities whose value in a competitive marketplace would be less than their current book value, as well as above-market 
purchased power commitments to qualifying facilities (QFs). Thus far, all 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 h tu re  market conditions, including the future price of electricity. 

The largest stranded cost exposure for PEF is its commitment to QFs, However, the FPSC allows for Eull recovery of the retail portion 
of QFs costs from customers. PEF continues to seek ways to address the impact of escalating payments from contracts it was obligated 
to sign under provisions of the Public Utilities Regulatory Policies Act of 1978 (PURPA). 

EPACT repeals the mandatory purchase and sales requirements of PURPA in competitive markets as determined by the FERC. The 
law also requires the FERC to revise the criteria for new QFs and removes the ownership limitations on QFs. 

NONREGULATED BUSINESSES 

Progress Ventures’ CCO operations are in the nonregulated wholesale market, which means competition is its primary driver. CCO 
competes in the eastern United States utility markets. Factors contributing to success in these markets include a competitive cost 
structure and strategic locations. 

Progress Ventures’ Gas operations develop and produce from wells located in Texas and Louisiana and sell at competitive prices 
throughout the region. Factors contributing to success include a competitive cost structure, the ability to execute the drilling plan and 
increase proven reserves. 

Coal and Synthetic Fuel operations compete in the eastern United States steam and industrial coal markets. Factors contributing to 
success in these markets include a competitive cost structure and strategic locations. There are, however, numerous competitors in 
each of these markets, although no one competitor is dominant in any industry. 
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REGULATORY MATTERS 

PUHCA 

As a result of the acquisition of Florida Progress, Progress Energy was a registered holding company subject to regulation by the SEC 
under PUHCA. Therefore, Progress Energy and its subsidiaries were subject to the regulatory provisions of PUHCA, including 
provisions relating to the issuance of securities, sales, acquisitions of securities and utility assets, and services performed by PESC. 

As discussed under “COMPETITION - General”, federal legislation was enacted during 2005 to repeal PUHCA effective February 8, 
2006. Subsequent to that date, the Parent is no longer subject to regulation by the SEC as a public utility holding company. EPACT 
grants the FERC certain new powers including approval authority of mergers affecting utilities, disposition of utility assets with a 
value in excess of $10 million and accounting, record retention and cost allocation authority. 

UTILITY REGULATION 

PEC is subject to regulation in North Carolina by the North Carolina Utilities Commission (NCUC), and in South Carolina by the 
Public Service Commission of South Carolina (SCPSC) and PEF is subject to regulation in Florida by the FPSC with respect to, 
among other things, rates and service for electric energy sold at retail, retail service territory cost recovery of unusual or unexpected 
expense, such as severe storm costs, and issuances of securities. The Utilities are also subject to regulation by the United States 
Nuclear Regulatory Commission (NRC). In addition, the Utilities are subject to regulation by the FERC with respect to transmission 
and sales of wholesale power, accounting and certain other matters. The underlying concept of utility ra temahg is to set rates at a 
level that allows the utility to collect revenues equal to its cost of providing service, plus a reasonable rate of return on its invested 
capital, including equity. Increased competition as a result of industry restructuring m y  affect the ratemaking process. 

On February 7, 2006, the FPSC approved a utility pole inspection policy that requires extensive testing of wooden utility poles every 
eight years in an effort to reduce outages during severe storms. PEF does not anticipate a significant impact on its operations from 
complying with the new regulation as it already had a policy of inspecting its poles every 10 years, and some more often. 

RETAIL RA TE MATTERS 

The NCUC, SCPSC and FPSC authorize retail “base rates” that are designed to provide the respective utility with the opportunity to 
earn a specific rate of return on its “rate base,” or investment in utility plant. These rates are intended to cover all reasonable and 
prudent expenses of utility operations except those covered by specific cost recovery clauses and to provide investors with a fair rate 
of return. 

In PEC’s most recent rate cases in 1988, the NCUC and the SCPSC each authorized a return on equity of 12.75% for PEC. The Clean 
Smokestacks Act enacted in North Carolina in 2002 (Clean Smokestacks Act) Goze PEC’s base retail rates in North Carolina through 
December 31, 2007, unless there are extraordinary events beyond the control of PEC, in which case PEC can petition for a rate 
increase. 

During 2005, the FPSC approved a four-year base rate agreement with PEF (Base Rate Settlement). The new base rates took effect the 
first billing cycle of January 2006 and will remain in effect through the last billing cycle of December 2009 with PEF having sole 
option to extend through the last billing cycle of June 2010. Base rates will be adjusted in late 2007 depending on the in-service date 
of specified generation facilities. The Base Rate Settlement also provides for revenue sharing between PEF and its customers. In 2006, 
PEF will refund two-thirds of retail, base revenues between the $1.499 billion threshoId and the $1.549 billion cap and 100 percent of 
revenues above the $1.549 billion cap. Both the threshold and cap will be adjusted annually for rolling average 10-year retail kilowatt- 
hour (kWh) sales growth. 



RETAIL COST RECOVERY CLAUSES 

Each state utility commission allows recovery of certain costs through various cost recovery clauses, to the extent the respective 
commission determines in an annual hearing that such costs are prudent. Each state utility 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. The 
Utilities do not make any profit on the recovery of such costs, Certain fuel costs are eligible for recovery by the Utilities. The Utilities 
use coal, oil, hydroelectric (PEC only), natural gas and nuclear power to generate electricity thereby maintaining a diverse fuel mix 
whch helps mitigate the impact of cost increases in any one fuel. The Utilities make every effort to minimize these costs. Unless a 
commission finds a portion of such costs to have been imprudently incurred, 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 of the Utilities. However, delays 
between the expenditure for fuel costs and recovery from ratepayers can adversely impact the cash flow of the Utilities. 

Costs recovered by the Utilities through cost recovery clauses, by retail jurisdiction, are as follows: 

North Carolina RetaiZ - fuel costs and the fuel portion of purchased power 
0 
0 

e South Carolina Retail - fuel costs, certain purchased power costs, and sulfur dioxide (SO,) emission allowance expense 
0 

Florida Retail - 
Dcosts, including SO, 
0 

fuel costs, purchased power costs, capacity costs, energy conservation expense and specified environmental 
emission allowance expense. 

WHOLESALE RATE MATTERS 

PEC and PEF are subject to regulation by the FERC with respect to rates for transmission and sale of electric energy at wholesale, the 
interconnection of facilities in interstate commerce (other than interconnections for use in the event of certain emergency situations), 
the licensing and operation of hydroelectric projects (PEC only) and, to the extent the FERC determines, accounting policies and 
practices. PEC and its wholesale customers last agreed to a general increase in wholesale rates in 1988 and PEF and its wholesale 
customers last agreed to a general increase in wholesale rates in 1995. However, wholesale rates for both of the Utilities have been 
adjusted since that time through contractual negotiations. 

STORM RECOVERY 

In accordance with a regulatory order, PEF accrues $6 million annually in base rates to a storm damage reserve and is allowed to defer 
losses in excess of the accumulated reserve for major storms. Under the order, the storm reserve is charged with operation and 
maintenance expenses related to storm restoration and with capital expenditures related to storm restoration that are in excess of 
expenditures assuming normal operating conditions. 

On July 14,2005, the FPSC issued an order authorizing PEF to recover $232 million over a two-year period, including interest, of the 
costs it incurred and previously deferred related to PEF's restoration of power to customers associated with the four hurricanes that 
impacted PEF's service territory in 2004. The initial impact was included in customer bills beginning August 1, 2005. The amount 
approved for recovery was based on PEF's estimate of costs. On September 12,2005, PEF filed a true-up of an additional $19 million 
in costs. The increase was partially offset by $6 million of adjustments. The FPSC administratively approved the true-up amount, 
subject to audit by the FPSC staff. The net true-up effect was included in customer bills beginning January 1, 2006. 

On June 1, 2005, the governor of Florida signed into law a bill that allows utilities to petition the FPSC to use securitized bonds to 
recover storm-related costs. PEF is reviewing whether it will seek FPSC approval to issue securitized debt to recover any outstanding 
balance of its 2004 storm costs and to replenish its storm reserve fund, or to continue the current replenishment of its storm reserve 
.fund through base rates and a surcharge mechanism. If PEF seeks recovery through securitization and assuming FPSC approval, PEF 
expects the process to take six to nine months to complete. 



PEC does not maintain a storm damage reserve account and does not have an on-going regulatory mechanism to recover storm costs. 
In the past, PEC has sought and received permission from the SCPSC and NCUC to defer and amortize certain storm recovery costs. 

See Note 7 for further discussion of regulatory matters. 

NUCLEAR MATTERS 

GENERAL 

The nuclear power industry faces uncertainties with respect to the cost and long-term availability of sites for disposal of spent nuclear 
fuel and other radioactive waste, compliance with changing regulatory requirements, nuclear plant operations, increased capital 
outlays for modifications, the technological and financial aspects of decommissioning plants at the end of their licensed lives and 
requirements relating to nuclear insurance. 

PEC owns and operates four nuclear generating units, Brunswick Nuclear Plant (Bmswick) Unit No. 1 and Unit No. 2, Shearon 
Harris Nuclear Plant (Harris), and Robinson Nuclear Plant (Robinson). NRC operating licenses for Brunswick No. 1 and No. 2, 
Harris, and Robinson currently expire in September 2516, December 2014, October 2026, and July 2030, respectively. An application 
to extend the Brunswick licenses 20 years was submitted in October 2004. An application to extend the Harris license 20 years is 
expected to be submitted in the fourth quarter of 2006. 

PEF owns and operates one nuclear generating unit, Crystal River Unit No, 3 (CR3). The NRC operating license for CR3 currently 
expires in December 2016. An application to extend this license 20 years is expected to be submitted in the first quarter of 2009. 

Since 200 1, PEC and PEF have made various modifications to increase the output of their nuclear facilities. The cumulative increase 
is approximately 3 15 MW, of which 3 11 MW is at PEC and 4 MW is at PEF. 

We currently estimate that we will need to increase our baseload capacity in Florida and North and South Carolina by the middle of 
the next decade and are evaluating our options for future baseload generation needs. Both nuclear and coal technologies are being 
explored in parallel paths. We have announced that we are pursuing development of Combined License (COL) applications. Our 
announcement is not a commitment to build a nuclear plant. It is a necessary step to keep open the option of building a potential plant 
or plants. On January 23, 2006, we announced that PEC has selected the Harris site to evaluate for possible future nuclear expansion 
and we announced the selection of the Westinghouse Electric AP-1000 reactor design as the technology upon whch to base the 
potential application submission. We currently expect to file the application for the COL for PEC’s Harris site in late September or 
early October 2007. We expect to file the application for the COL for an as-yet unspecified site in Florida in late 2007 or first quarter 
2008. We plan to announce the selection of the Florida site in spring 2006. If we receive approval from the NRC, and if the decision to 
build is made, construction could begin as early as 2010, and a new plant could be online around 2016. We estimate that it will take 
approximately 36 months for the NRC to review the COL applications and grant approval. See ITEM lA, “fisk Factors” for 
additional information. 

Our nuclear generating units are regulated by the NRC under the Atomic Energy Act of 1954 and the Energy Reorganization Act of 
1974. In the event of noncompliance, the NRC has the authority to impose fines, set license conditions, shut down a nuclear unit, or 
some combination of these, depending upon its assessment of the severity of the situation, until compliance is achieved. Nuclear units 
are periodically removed from service to accommodate normal refueling and maintenance outages, repairs and certain other 
modifications. 

The NRC periodically issues bulletins and orders addressing industry issues of interest or concern that necessitate a response from the 
industry. It is our intent to comply with and to complete required responses in a timely and accurate manner. Any potential impact to 
company operations will vary and will be dependent upon the nature of the requirement(s). 

Since 2002, the NRC has issued various bulletins and orders addressing inspection activities associated with 
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Pressurized Water Reactor (PWR) vessels, We have complied with all requests. Additionally, we replaced the reactor vessel head at 
CR3 in 2003 and at Robinson in 2005. 

SECURITY 

The NRC has issued various orders since September 2001 with regard to security at nuclear plants. These orders include additional 
restrictions on access, increased security measures at nuclear facilities and closer coordination with our partners in intelligence, 
military, law enforcement and emergency response at the federal, state and local levels. We completed the requirements as outlined in 
the orders by the committed dates. As the NRC, other governmental entities and the industry continue to consider security issues, it is 
possible that more extensive security plans could be required. 

SPENT FUEL AND OTHER HIGH-LEVEL RADIOACTIVE WASTE 

The Nuclear Waste Policy Act of 1982 (Nuclear Waste Act) provides the framework for development by the federal government of 
interim storage and permanent disposal facilities for high-level radioactive waste materials. The Nuclear Waste Act promotes 
increased usage of interim storage of spent nuclear he1 at existing nuclear plants. We will continue to maximize the use of spent fuel 
storage capability within our own facilities for as long as feasible. 

With certain modifications and additional approval by the NRC, including the installation of onsite dry storage facilities at Robinson, 
Brunswick and CR3, the Utilities‘ spent nuclear fuel storage facilities will be sufficient to provide storage space for spent fuel 
generated on their respective systems through the expiration of the operating licenses, includmg any license extensions, for all of their 
nuclear generating units. On March 30, 2005, the NRC issued a 40-year renewaI for Robinson’s Independent Spent Fuel Storage 
Installation license, which was due to expire in August 2006. 

See Note 23D for a discussion of the Utilities’ contracts with the DOE for spent nuclear waste. 

DECOMMISSIONING AND DECONTAMINATION 

In the Utilities’ 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 jurisdiction, the provisions for nuclear decommissioning costs are approved by the FERC. A condition of the operating 
license for each unit requires an approved plan for decontamination and decommissioning. See Note 5D for a discussion of the 
Utilities‘ nuclear decommissioning costs. 

ENVIRONMENTAL 

In the areas of air quality, water quality, control of toxic substances and hazardous and solid wastes and other environmental matters, 
we are subject to regulation by various federal, state and local authorities. We believe that we are in substantial compliance with those 
environmental regulations currently applicable to our business and operations and believe we have all necessary permits to conduct 
such operations. Environmental laws and regulations constantly change and the ultimate costs of compliance cannot always be 
accurately estimated. The current estimated capital costs associated with compliance with pollution control laws and regulations that 
we expect to incur are included in the “Capital Expenditures” discussion for Progress Energy under PART 11, ITEM 7, “Liquidity and 
Capital Resources.” 

The provisions of the Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended (CERCLA), 
authorize the Environmental Protection Agency (EPA) to require the cleanup of hazardous waste sites. This statute imposes retroactive 
joint and several liabilities. Some states, including North Carolina, South Carolina and Florida, have similar types of legislation. We 
are periodically notified by regulators, inchding the EPA and various state agencies, of our involvement or potential involvement in 
sites that may require investigation andor remediation. 
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There are presently several sites, including 1 1 manufactured gas plant (MGP) sites, wid respect to which we have been notified by the 
EPA, the State of North Carolina or the State of Florida of our potential liability, as a potentially responsible party (PRP). We have 
accrued costs for the sites to the extent OUT liability is probable and the costs can be reasonably estimated. Although we may incur 
additional costs at the sites about which we have been notified, based upon the current status of these sites, the total costs that may be 
incurred in connection with all sites cannot be determined at this time. It is probable that additional losses, which could be materiaI, 
may be incurred in the kture. 

See Note 22 for additional discussion of our environmental matters, which identifies specific environmental issues, the status of the 
issues, accruals associated with issue resolutions and ow associated exposures. 

EMPLOYEES 

As of February 15, 2006, we employed approximately 11,600 full-time employees. Of this total, approximately 2,000 employees at 
PEF are represented by the International Brotherhood of Electrical Workers (DEW). The three-year labor contract with the IBEW 
expired in November 2005. In January 2006, we reached an agreement on a new three-year contract, which has been ratified by union 
members and is retroactive to November 2005. 

We have a noncontributory defined benefit retirement (pension) plan for substantially all C11-time employees and an employee stock 
purchase plan among other employee benefits. We also provide contributory postretirement benefits, including certain health care and 
life insurance benefits, for substantially all retired employees. 

As of February 15,2006, PEC and PEF employed approximately 5,000 and 3,700 full-time employees, respectively. 

ELECTRIC - PEC 

GENERAL 

PEC is a public service corporation formed under the laws of North Carolina in 1926 and is primarily engaged in the generation, 
transmission, distribution and sale of electricity in portions of North and South Caroha. At December 31, 2005, PEC had a total 
summer generating capacity (including jointly owned capacity) of approximately 12,5 19 MW. For additional information about PEC's 
generating plants, see ELECTRIC - PEC in ITEM 2. PROPERTIES. PEC's system normally experiences its highest peak demands 
during the summer, and the all-time system peak of 12,577 megawatt-hour (MWh) was set on July 27,2005. 

PEC distributes and sells electricity in North Carolina and northeastern South Carolina. The service temtory covers approximately 
34,000 square miles, including a substantial portion of the coastal plain of North Carolina extending from the Piedmont to the Atlantic 
coast between the Pamlico €her and the South Carolina border, the lower Piedmont section of North Carolina, an area in western 
North Carolina in and around the city of Asheville and an area in the northeastem portion of South Carolina. At December 31, 2005, 
PEC was providing electric services, retail and wholesale, to approximately 1.4 million customers. Major wholesale power sales 
customers include North Carolina Eastern Municipal Power Agency (Power Agency), North Carolina Electric Membership 
Corporation and Public Works Commission of the City of Fayetteville, North Carolina (PWC). PEC is subject to the rules and 
regulations o f  the FERC, the NCUC, the SCPSC and the NRC. No single customer accounts for more than 10% of PEC's revenues. 
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BILLED ELECTRIC REVENUES 

PEC’s electric revenues billed by customer class, for the last three years, are shown as a percentage of total PEC electric revenues in 
the table below: 

BILLED ELECTRIC REVENUE PERCENTAGES 
2005 2004 2003 

Residential 37% 38% 36% 
Commercial 25% 24 % 

Wholesale 16% 20% 
Otherretail 2 Yo 2% 2% 

Major industries in PEC’s service area include textiles, chemicals, metals, paper, food, rubber and plastics, wood products and 
electronic machinery and equipment. 

FUEL AND PURCHASED POWER 

SOURCES OF GENERA TION 

PEC‘s consumption of various types of fuel depends on several factors, the most important of whch are the demand for electricity by 
PEC’s customers, the availability of various generating units, the avaiIabiIity and cost of fuel and the requirements of federal and state 
regulatory agencies. PEC‘s total system generation (including jointly owned capacity) by primary energy source, along with purchased 
power for the last three years is presented in the following table: 

ENERGY MIX PERCENTAGES 
200 

5 2004 2003 

Hydro 1% 1% 1% 

PEC is generally perrnitted to pass the cost of he1 and certain purchased power costs to its customers through fuel adjustment clauses. 
The future prices for and availability of various fuels discussed in ths  report cannot be predicted with complete certainty. See 
“Commodity Price Risk” under ITEM 7A, “Quantitative And Qualitative Disclosures About Market Risk” and ITEM lA, “Risk 
Factors.” However, PEC believes that its fuel supply contracts, as described below, will be adequate to meet its fuel supply needs. 

PEC’s average fuel costs per million British thermal units (Btu) for the last three years were as follows: 

AVERAGE FUEL COST 
(per million-Btu) ~ 2005 2004 2003 

Coal $2.72 $2.17 $ 2.00 
Nuclear 0.42 0.42 0-43 _ .  

Oil 8.60 6.78 6.69 
Gas 10,90 8.29 8.32 

Changes in the unit price for coal, oil and gas are due to market conditions. Since these costs are primarily recovered through recovery 
clauses established by regulators, fluctuations do not materially affect net income. 
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PEC anticipates a requirement of approximately 12.8 million to 13.4 million tons of coal in 
supplied fiom Appalachian coal sources in the United States and is primarily delivered by rail. 

2006. Almost all of the coal will be 

For 2006, PEC has short-term, intermediate and long-term agreements from various sources for approximately 107% of its estimated 
burn requirements of its coal units. Amounts in excess of PEC’s estimated burn requirements will be used to build up inventory levels 
or be consumed if the burn requirements increased above forecast. All of these contracts are at fixed prices adjusted annually. The 
contracts have expiration dates ranging from 2006 to 2010. PEC will continue to sign contracts of various lengths, terms and quality to 
meet its expected bum requirements. All the coal to be purchased for PEC is considered to be low-sulfur coal by industry standards. 

Nuclear 

Nuclear fuel is processed through four distinct stages. Stages I and I1 involve the mining and milling of the natural uranium ore to 
produce a uranium oxide concentrate and the conversion of this concentrate into uranium hexafluoride. Stages 111 and IV entail the 
enrichment of the uranium hexafluoride and the fabrication of the enriched uranium hexafluoride into usable fuel assemblies. 

PEC has sufficient uranium, conversion, enrichment and fabrication contracts to meet its near-term nuclear fuel requirement needs. 
PEC’s nuclear fuel contracts typically have terms ranging from five to ten years. For a discussion of PEC’s plans with respect to spent 
b e l  storage, see PART I, ITEM I ,  ‘Wuclear Matters.” 

Oil and Gas 

Oil and natural gas supply for PEC’s generation fleet is purchased under term and spot contracts from several suppliers. PEC has dual- 
fuel generating facilities that can operate with both oil and gas. The cost of PEC’s oil and gas is determined by market prices as 
reported in certain industry publications. PEC believes that it has access to an adequate supply of oil and gas for the reasonably 
foreseeable future. PEC’s natural gas transportation for its baseload gas generation is purchased under term firm transportation 
contracts with interstate pipelines. PEC also purchases capacity on a seasonal basis from numerous shippers for its peaking load 
requirements. PEC believes that existing contracts for oil are sufficient tu cover its requirements if natural gas is unavailable during a 
n o m i  winter period €or PEC‘s combustion turbine and combined cycle fleet. 

Hvdro electric 

PEC has three hydroelectric generating plants licensed by the FERC: Walters, Tillery and Blewett. PEC also owns the Marshall Plant, 
which has a license exemption. The total maximum dependable capacity for all four units is 21 8 MW. PEC is seeking to relicense its 
Tillery and Blewett Plants. The license for these plants currently expires in April 2008. The Walters Plant license will expire in 2034. 

Purchased Power 

PEC purchased approximately 4.7 million MWh, 4.0 million MWh and 4.5 million MWh of its system energy requirements during 
2005, 2004 and 2003 and had 1,518 MW of firm purchased capacity under contract during 2005. PEC may acquire additional 
purchased power capacity in the future to accommodate a portion of its system load needs and PEC believes that it can obtain enough 
purchased power to meet these needs. However, during periods of high demand, the price and availability of purchased power may be 
significantly affected. 



ELECTRIC - PEF 

GENERAL 

PEF, incorporated in Florida in 1899, is an operating public utility engaged in the generation, tmnsmission, distribution and sale of 
electricity. At December 3 1, 2005, PEF had a total summer generating capacity (including jointly owned capacity) of approximately 
9,045 MW. For additional information about PEF's generating plants, see ELECTRK - PEF in ITEM 2. PROPERTIES. PEF's system 
normally experiences its highest peak demands during the winter, and the all-time system peak of 10,13 1 MWh was set on January 24, 
2003. PEF's system set a new summer peak demand of 9,406 MWh on August 16,2005. 

PEF distributes and sells electricity in Florida. The service territory covers approximately 20,000 square miles and includes the 
densely populated areas around Orlando, as well as the cities of St. Petersburg and Clearwater. PEF is interconnected with 22 
municipal and 9 rural electric cooperative systems. At December 31, 2005, PEF was providing electric services, retail and wholesale, 
to approximately 1.6 million customers. Major wholesale power sales customers include Seminole Electric Cooperative, Inc., Florida 
Power & Light Company, Tampa Electric Company, and the cities of Bartow, Winter Park (Winter Park) and Tallahassee, PEF is 
subject to the rules and regulations of the FERC, the FPSC and the NRC. No single customer accounts for more than 10% of PEF's 
revenues. 

BILLED ELECTRIC REVENUES 

PEF's electric revenues, billed by customer class for the last three years, are shown as a percentage of total PEF electric revenues in 
the table below: 

BILLED ELECTRIC REVF,NUE PERCENTAGES 
2005 2004 2003 

Residential 52 yo 53% 55% 
Commercial 25% 24% 

Wholesale 9 Yo 8% 8% ._____ 

Other retail 6 % 6% 6% 

Important industries in PEF's territory include phosphate 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 PURCHASED POWER 

SOURCES OF GENERATION 

PEF's consumption of various types of fuel depends on several factors, the most important of which are the demand for electricity by 
PEF's customers, the availability of various generating units, the availability and cost of fuel and the requirements of federal and state 
regulatory agencies. PEF's total system generation (including jointly owned capacity) by primary energy source, along with purchased 
power for the last three years is presented in the following table: 

ENERGY MIX PERCENTAGES 
2005 2004 2003 

OiVGas 33% 32% 29% 

Purchased Power 21% 20% 21% 

(a) Amounts include synthetic fuel from unrelated third parties. 
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PEF is generally permitted to pass the cost of 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 be predlcted with complete certainty. See “Commodity Price 
Risk” under ITEM 7A, “Quantitative And Qualitative Disclosures About Market Risk” and ITEM lA, “Risk Factors.” However, PEF 
believes that its fuel supply contracts, as described below, will be adequate to meet its fuel supply needs. 

PEF’s average fuel costs per million Btu for the last three years were as follows: 

AVERAGE FUEL COST 
h e r  million Btu) 2005 2004 2003 
\I 

Oil 5.90 4.67 4.38 

Gas 8.53 6.41 5.98 
Weighted-average 4.15 3.21 3.07 

(a) Amounts include synthetic fuel from unrelated b r d  parties. 

Changes in the unit price for coal, oil and gas are due to market conditions. Since these costs are primarily recovered through recovery 
clauses established by regulators, fluctuations do not materially affect net income. 

PEF anticipates a combined requirement of approximately 6 million tons of coal in 2006. Approximately 70% of the coal is expected 
to be supplied from Appalachan coal sources in the United States and 30% supplied from coal sources in South America. 
Approximately 67% of the he1 is expected to be delivered by rail and the remainder by water. All of this fuel has historically been 
supplied by Progress Fuels, a subsidiary of Progress Energy, pursuant to contracts between PEF and Progress Fuels. Beginning in 
2006, PEF will enter into coal contracts on its own behalf. 

For 2006, Progress Fuels has medium-term and long-term contracts with various sources for approximately 115% of the estimated 
burn requirements of PEF’s coal units. Amounts in excess of PEF’s estimated burn requirements will be used to build up inventory 
levels or be consumed if the burn requirements increased above forecast. These contracts have price adjustment provisions and have 
expiration dates ranging from 2006 to 2010. All the coal to be purchased for PEF is considered to be low-sulfur coal by industry 
standards. 

Oil and Gas 

Oil and natural gas supply for PEF’s generation fleet is purchased under term and spot contracts from several suppliers. PEF has dual- 
fuel generating facilities that can operate with both oil and gas. The majority of the cost of PEF’s oil and gas is either hedged at a fixed 
price or determined by market prices as reported in certain industry publications. PEF believes that it has access to an adequate supply 
of oil and gas for the reasonably foreseeable hture. PEF’s natural gas transportation for its gas generation is purchased under term firm 
transportation contracts with interstate pipelines. PEF purchases capacity on a seasonal basis from numerous shippers and interstate 
pipelines to serve its peaking load requirements. PEF also uses interruptible transportation contracts on certain occasions when 
available. PEF believes that existing contracts for oil are sufficient to cover its requirements if natural gas is unavailable during certain 
time periods. 

Nuclear 

Nuclear fuel is processed through four distinct stages. Stages I and I1 involve the mining and milling of the natural uranium ore to 
produce a uranium oxide concenrate and the conversion of this concentrate into uranium hexafluoride. Stages I11 and N entail the 
enriclxtnent of the uranium hexafluoride and the fabrication of the enriched uranium hexafluoride into usable fuel assemblies. 
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PEF has sufficient uraniwn, conversion, enrichment and fabrication contracts to meet its near-term nuclear fuel requirements. PEF’s 
nuclear fuel contracts typically have terms ranging fkom five to ten years. For a discussion of PEF‘s plans with respect to spent fuel 
storage, see PART I, ITEM I, “Nuclear Matters.” 

Purchased Power 

PEF purchased approximately 9.9 million MWh, 9.4 million MWh and 9.4 million MWh of its system energy requirements during 
2005, 2004 and 2003 and had 1,631 MW of firm purchased capacity under contract during 2005. These agreements include 
approximately 812 MW of capacity under contract with certain QFs. PEF may acquire additional purchased power capacity in the 
future to accommodate a portion of its system load needs and PEF believes that it can obtain enough purchased power to meet these 
needs. However, during periods of high demand, the price and availability of purchased power may be significantly affected. 

PROGRESS VENTTJRES 

The Progress Ventures business segment is responsible for electric generation operations and energy marketing activities in the 
nonregulated wholesale market and natural gas drilling and production. CCO currently owns six electricity generation facilities with 
approximately 3,100 MW of generation capacity, and it has contractual rights to an additional 2,500 MW of generation capacity from 
mixed he1 generation facilities through its agreements with 16 Georgia electric membership cooperatives (EMCs). CCO has contracts 
for its combined production capacity of approximately 86% for 2006, approximately 81% for 2007, md approximately 84% for 2008. 
The Progress Ventures segment also includes natural gas properties in Texas and Louisiana producing approximately 24 billions of 
cubic feet (Bcf) equivalent per year. 

The energy that CCO markets is sold under both term contracts and in the spot market. CCO purchases hel ,  such as oil and natural 
gas, for use in the generation of electricity. We believe that there are adequate sources of h e 1  for CCO’s expected fuel requirements. 
CCO also uses financial instruments to manage the risks associated with fluctuating commodity prices to hedge the economic value of 
its portfolio of assets. We strive to mitigate the risks associated with CCO’s full-requirements supply contracts though various 
strategies including, but not limited to: having access to fixed price callable resources; having contractual caps on cooperative load 
growth; using selected power hedges over the terms of these agreements; using om generating assets to serve th s  load; and using our 
gas reserves in Texas and Louisiana as an economic hedge. However, we cannot provide certainty that these risk management 
techniques will be effective. 

In May 2003, Progress Energy Ventures, Inc. (PVI) acquired from Williams Energy Marketing and Trading, a subsidiary of the 
Williams Companies, Inc., a long-term full-requirements power supply agreement at fixed prices with Jackson Electric Membership 
Corporation (Jackson), for $288 million. In 2004, PVI executed wholesale power-supply agreements with 15 Georgia EMCs to serve 
their electricity needs through 20 10. 

During 2005, we acquired approximately a 50 percent ownership interest in 11 natural gas producing wells and proven reserves of 
approximately 25 billion cubic feet equivalent from a privately owned company headquartered in Texas. In addition to the natural gas 
reserves, the transaction also included a 50 percent ownership interest in the gas gathering systems related to these reserves. The total 
cash purchase price for the transactions was $46 million (See Note 4A). 

In December 2004, we sold certain gas-producing properties and related assets owned by Winchester Production, a wholly owned 
subsidiary of Progress Fuels for net proceeds of approximately $25 1 million (See Note 3E). 

During 2003, Progress Fuels acquired approximately 200 natural gas-producing wells with proven reserves of approximately I90 Bcf 
from Republic Energy, Inc. and three other privately owned companies, all headquartered in Texas. The total cash purchase price for 
the transactions was approximately $168 million (See Note 4C). 
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COAL AND SYNTHETIC FUEL 

We have substantial operations associated with the production of coal-based solid synthetic fuels including five majority owned 
synthetic fuel entities and one minority interest in a synthetic fuel entity, capable of producing up to 16 million tons per year. The 
production and sale of these products qualifies for federal income tax crekts within the meaning of Section 29/45K so long as certain 
requirements are satisfied. These operations are subject to numerous risks, We also have five terminals on the Ohio River and its 
tributaries which blend and transload coal and are part of the trucking, rail and barge network for coal delivery. 

Through tax years 2005, our ability to utilize tax credits was dependent on having a sufficient tax liability. In 2005, the tax law was 
changed and this constraint no longer applies beginning in tax year 2006. Synthetic he1 is generally not economical to produce absent 
the credits. The tax credits associated with synthetic fuels may be phased out if market prices for crude oil exceed certain prices. 

Our synthetic fuel operations and related risks are described in more detail in Note 23D and in ITEM 1 A, “&sk Factors.” 

On November 14,2005, our board of directors approved a plan to divest of the five subsidiaries of Progress Fuels engaged in the coal 
mining business. The coal mining operations are expected to be sold by the end of 2006. As a result, we have classified the coal 
mining operations as discontinued operations in the accompanying consolidated financial statements for all periods presented (See 
Note 3A). 

CORPORATE AND OTHER 

GENERAL, 

The Corporate and Other business segment includes the operations of PT LLC, Strategic Resource Solutions Corp. (SRS) and the 
Parent as well as other nonregulated operations. 

PT LLC 

In December 2003, Progress Telecommunications Corporation (PTC) and CaTonet, Inc. (Caronet), both wholly owned subsidiaries of 
Progress Energy, and EPIK Communications, Inc. (EPIK), a wholly owned subsidiary of Odyssey Telecorp, Inc. (Odyssey), 
contributed substantially all of their assets and transferred certain liabilities to PT LLC, a subsidiary of PTC. Subsequently, the stock 
of Caronet was sold to an affiliate of Odyssey for $2 million in cash and Caronet became a wholly owned subsidiary of Odyssey. 
Following consurnrnation of all the transactions described above, PTC held a 55% ownership interest in, and was the parent of, PT 
LLC; Odyssey held a combined 45% ownership interest in PT LLC through EPIK and Caronet. The accounts of PT LLC have been 
included in the Consolidated Financial Statements since the transaction date. 

PT LLC has data fiber network transport capabilities that stretch &om New York to Miami with gateways to Latin America, and 
conducts primarily a carrier’s carrier business. PT LLC markets wholesale fiber-optic-based capacity service in the Eastern United 
States to long-distance carriers, Internet service providers and other telecommunications companies. PT LLC also markets wireless 
structure attachments to wireless communication companies and governmental entities. At December 31, 2005, PT LLC owned and 
managed more than 8,524 route miles of fiber and 29 metro networks. 

PT LLC competes with other providers of fiber-optic telecommunications services, including local exchange carriers and competitive 
access providers, in the Eastern United States. 

On January 25, 2006, we signed a defmitive agreement to sell PT LLC to Level 3 for a purchase price of approximately $137 million. 
We expect to use net cash proceeds of approximately $70 million from the sale of our interest in PT LLC to reduce debt (See Note 
25). 
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ELECTRIC UTILITY FSGULATED OPERATING STATISTICS - PROGRESS ENERGY 
Years Ended December 3 1 

2005 2004 2003 2002 2001 

Generated 

Hvdro 749 802 955 491 245 

Total energy supply 

Total system energy 

Fossil S 4.05 $ 3.17 $ 2.94 $ 2.62 $ 2.46 

Retail 
Residential 36,558 35,350 34,712 33,993 31,976 

~ 

Commercial 25,258 24,75324,l TO 23,888 23,033 

Other Retail 4.608 4.475 4.382 4.287 4.149 
Wholesale 21,137 18,323 19,841 19,204 17,715 
IJnbilled (440'1 449 189 275 (1.045) \ -  - 1  ~ , - 7 -  -, - -_ - --- - . 

Total energy sales 103,977 100,455 99,983 98,571 93,032 
Comuanv uses and losses 5.113 4.735 4.716 4.607 4.359 

1 a  

Total energy requirements 109,090 105,190 104,699 103,178 97,391 

Electric revenues (in 
millions) 

Retail 
$ . $  $ !$ $ 

6,607 6,066 5,620 5,515 5,462 
Wholesale 1,103 843 914 881 923 

$ $ $ $ $  
7,945 7,153 6,741 6,601 6,557 Total electric revenues 

(a) Amounts represent co-omers' share of the energy supplied from the six generating facilities that are jointly owned. 
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REGULATED OPERATING STATISTICS - PEC 
Years Ended December 3 1 

2nn5 3004 2003 200 1 

Generated 

Nuclear 24.291 23.742 24.537 23,425 21,321 
Combustion Tub  ines/Comb ined Cycle 2,475 1,926 1,344 1,934 802 
Hvdro 749 802 955 49 1 245 . _ _  - _ _  - - .  - - J  -- - 
Purchased 4,656 4,023 4,467 5,2 13 5,296 
Total enerev sumlv (ComDanv share) 61.951 59.125 59.825 59.610 5 5,577 

-a , I  d \ 1 ,  

Power Agency share (a) 4,857 4,794 4,670 4,659 4,348 
Total system energy supply 66,808 63,919 64,495 64,269 59,925 
Average fuel cost (per million Bhr) 
Fossil s 3.30 $2.52 $2.29 $2.16 $ 1.91 _ - -  

Nuclear fuel $0.42 $0.42 $0.43 $0143 $ 0.44 
All fuels $2.03 $ 1.57 $ 1.43 $ 1.38 $ 1.24 

Retail 
15,239 14,372 Residential 16,664 16,003 15,283 

1 1,972 Commercial 13.313 13.019 12.557 12,468 
12,749 13,089 13,332 Industrial 12,716 13,036 

Other Retail 1-41 0 1 -43 1 1.408 1.437 1.423 - 7  - 7  - -, - -- 

Wholesale 15,673 13,222 15,518 15,024 12,996 

Total energy sales 59,541 56,802 57,47 1 57,527 53,561 
Company uses and losses 2,410 2,323 2,354 2,083 2,016 

Electric revenues (in millions) 
Retail $3,133 $2,953 $ 2,824 $2,796 $2,666 
Wholesale 759 575 687 65 1 634 
Miscellaneous revenue 98 100 78 92 44 

Unbilled (235)  91 (44) 270 (534) 

Total energy requirements 61,951 59,125 59,825 59,610 55,577 

Total electric revenues $3,990 $3,628 $ 3,589 $3,539 $ 3,344 

(a) Amounts represent Power Agency's share of the energy supplied from the four generating facilities that are jointly owned. 
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REGULATED OPERATING STATISTICS - PEF 
Years Ended December 3 1 

2005 2004 2003 2002 200 1 

Average fuel cost (per million Btu) 

Nuclear fuel $0.51 $ 0.49 $0.50 $ 0.46 $ 0.47 

Residential 19.894 19.347 19.429 18.754 17.604 
7 -  7 -  

Commercial 11,945 11i734 11,553 1 I:420 1 l l O G l  
Industrial 4,140 4.069 4.000 3,835 3,872 
Other Retail 3;198 3;044 2;974 21850 2;726 
Wholesale 5.464 5.101 4.323 4.180 4.719 . .  . .  

Total enerev sales 44.436 43.653 42.5 12 41.044 39.471 
U d  

Company uses and losses 2i703 2i412 2i362 2:524 21343 
Total enerev reauirements 47.139 46.065 44.874 43.568 41.814 

" d  I 7 - -  - - ,  I -  

Electric revenues (in millions) 
Retail 3 3.474 $ 3.1 13 $ 2.796 $ 2.719 $ 2.796 - - 7  

Wholesale 344 268 227 23 0 289 
Miscellaneous revenue 137 144 129 113 128 
Total electric revenues $3,955 $3,525 $3,152 $ 3,062 $ 3,213 

(a) Amounts represent co-owners' share of the energy supplied from the two generating facilities that are jointly owned. 
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ITEM 1A. RISK FACTORS 

Investing in the securities of the Progress Registrants involves risks, including the risks described below, that could affect the Progress 
Registrants and their businesses, as well as the energy industry generally. Most of the business information as well as the financial and 
operational data contained in our risk factors are updated periodically in the reports the Progress Registrants file with the SEC. 
Although the Progress Registrants have tried to discuss key risk factors, please be aware that other risks may prove to be important in 
the future. New risks may emerge at any time and the Progress Registrants cannot predict such risks or estimate the extent to which 
they may affect their financial performance. Before purchasing securities of the Progress Registrants, you should carefully consider 
the following risks and the other information in this combined Annual Report, as well its the documents the Progress Registrants file 
with the SEC from time to time. Each of the risks described below could result in a decrease in the value of the securities of the 
Progress Registrants and your investment therein. 

Solely with respect to this ITEM lA, “ksk  Factors” unless the context otherwise requires or the disclosure otherwise indicates, 
references to “we,” “us” or “our” axe to each of the individual Progress Registrants and the matters discussed are generally applicable 
to each Progress Registrant. 

We are subject to fluid and complex government regulations thnt may have a negative impact on our business, financial condition 
and results of vperations. 

We are subject to comprehensive regulation by several federal, state and local regulatory agencies, whch significantly influence our 
operating environment and may affect our ability to recover costs from utility customers. We are subject to regulatory oversight with 
respect to, among other things, rates and service for electric energy sold at retail, retail service territory and issuances of securities. In 
addition, the Utilities are subject to federal regulation with respect to transmission and sales of wholesale power, accounting and 
certain other matters. We are also required to have numerous permits, approvals and certificates from the agencies that regulate our 
business. We believe the necessary permits, approvals and certificates have been obtained for our existing operations and that our 
business is conducted in accordance with applicable laws; however, we are unable to predict the impact on our operating results from 
the future regulatory activities of any of these agencies, Changes in regulations or the imposition of additional regulations could have 
an adverse impact on our results of operations. 

On August 8, 2005, the EPACT was signed into law, Ths new federal law contains key provisions affecting the electric power 
industry. These provisions include tax changes for the utility industry, incentives for emissions reductions, federal insurance and 
incentives to build new nuclear power plants, repeal of PUHCA effective February 8, 2004, and certain protections for native retail 
load customers of utilities with an obligation to serve. It gives the FERC “backstop” transmission siting authority as well as increased 
utility merger oversight. The law also provides incentives and funding €or clean coal technologies and initiatives to voluntarily reduce 
greenhouse gases and redesignates the Section 29 tax credit as a Section 45K general business credit, See Note 23D for additional 
information on the redesignation of the Section 29 tax credits. In addition, the law requires both the FERC and the DOE to study how 
utilities dispatch their resources to meet the needs of their customers. The results of these studies or any related actions taken by DOE 
could impact the Utilities’ system operations. 

The law requires the FERC to issue certain regulations implementing EPACT wihn  120 days of enactment. The FERC has 
commenced the rulemaking process and it is ongoing. We have reviewed the proposed rules and are participating in the public 
comment process. The FERC has issued a final rule regarding mergers and disposition of utility assets which requires FERC approval 
o f  the sale or disposition of wholesale power contracts, or transmission or existing generation facilities with a value in excess of $10 
million; the merger or consolidation of any or all of a public utility’s facilities with any other person; and the purchase or acquisition of 
any securities with a value in excess of $10 million of any other public utility. The FERC’s new rule implementing its new 
responsibilities resulting from the repeal of PUHCA provides that going forward, holding companies with an interest in a public utility 
must comply with the FERC’s document retention and accounting rules, maintain and make available to the FERC their books and 
records that are relevant to the public utility’s costs, and account for costs incurred by a public utility as a result of an affiliate 
transaction pursuant to the FERC’s policies. We cannot currently predict what impact issuance of the remaining fmaI rules, or the 
interpretation and implementation of any new rules, will have on our business operations, financial condition and results of operations. 
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In response to rising fuel costs and the extensive hurricane-related power outages and costs experienced in the past two years in 
Florida, there is currently considerable discussion about energy issues at both the FPSC and Florida legislature. However, the outcome 
of these matters on PEF cannot be predicted. 

The FERC, the NRC, the EPA, the NCUC, the FPSC, and the SCPSC regulate many aspects of our utility operations, including siting 
and construction of facilities, customer service and the rates that we can charge customers. We are unable to predict the impact on our 
business and operating results fkom hture regulatory activities of these federal, state and local agencies. Changes in regulations or the 
imposition of additional regulations could have a negative impact on our business, financial condition and results of operations. 

We are subject to numerous environmental laws and regulations that require sigrtijicant capital expenditures, increase our cost of 
operations, and which may impact or limit our business plaans, or expose us to environmental liabilities. 

We are subject to numerous environmental regulations affecting many aspects of ow present and future operations, including air 
emissions, water quality, wastewater discharges, solid waste and hazardous waste production, handling and disposal. These laws and 
regulations can result in increased capital, operating, and other costs, particularly with regard to enforcement efforts focused on power 
plant operations. These laws and regulations generally require us to obtain and comply with a wide variety of environmental licenses, 
permits, authorizations and other approvals. Both public officials and private individuals may seek to enforce applicable 
environmental laws and regulations. We cannot predict the outcome (financial or operational) of any related adjudication or litigation 
that may arise. 

In addition, we may be deemed a responsible party for environmental clean up at sites identified by a regulatory body. We cannot 
predict with certainty the amount or timing of future expenditures related to environmental matters because of the difficulty of 
estimating clean up costs. There is also uncertainty in quantifying liabilities under environmental laws that impose joint and several 
liability on all PWs. 

There are proposals to address global climate change that would regulate carbon dioxide (CO,) and other greenhouse gases. Any 
future regulatory actions taken to address global climate change represent a business risk to our operations. In 2005, we initiated a 
study to assess the impact of constraints on CO, and other air emissions. We plan to issue tlus report by March 3 1, 2004. 

We have articulated principles that we believe should be incorporated into any global climate change policy. While we participate in 
the development of a national climate change policy framework, we will continue to actively engage others in our region to develop 
consensus-based solutions, as we did with the 2002 North Carolina Clean Smokestacks Act. 

Our compliance with environmental regulations requires significant capital expenditures that impact our financial condition. Under 
Florida law, these expenditures are eligible for recovery outside of base rates under an environmental cost recovery clause. There is no 
comparable treatment of these types of expenditures under North Carolina or South Carolina law. Clean air regulations require 
reduction of emissions of nitrogen oxide (NOx), SO, and mercury from coal-fired power plants. We expect the h ture  capital 
expenditures required to meet the emission limits, a portion of which are eligible for regulatory recovery, will be in excess of $1 .O 
billion each at PEC and PEF, respectively, through 20 18, which corresponds to the latest emission reduction deadline. However, these 
costs could be lugher than currently expected and have an adverse impact on our results of operations and financial condition. 

The operation of emission control equipment to meet the emission limits will increase our operating costs and could reduce the 
generating capacity of our coal-fired plants. Operation and maintenance costs will significantly increase due to the additional 
personnel, materials and general maintenance associated with the equipment. The emission control equipment will require the 
procurement of significant quantities of limestone and ammonia. Future increases in demand for these items from other utility 
companies operating the same equipment could increase the costs associated with operating the equipment. 

For additional discussion of environmental matters, see Note 22. 
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We cannot provide assurance that existing environmental regulations will not be revised or that new regulations seeking to protect the 
environment will not be adopted or become applicable to us. Revised or additional regulations, which result in increased compliance 
costs or additional operating restrictions, particularly if those costs are not fully recoverable from our customers, could have a material 
adverse effect on OUT results of operations. 

Because weather conditions directly influence the demand for  and cost of providing electricity, our results of operations, financial 
condition, cash flows and ability to pay dividends on our cummon stock can fluctuate on a seasonal or quarterly basis and can be 
negatively affected by chunges in weather conditions and severe weather. 

Our results of operations, financial condition, cash flows and ability to pay dividends on our common stock may be affected by 
changing weather conditions. Weather conditions in our service territories, primarily North Carolina, South Carolina, Georgia, and 
Florida, directly influence the demand for electricity and affect the price of energy commodities necessary to provide electricity to our 
customers and energy commodities that our nonregulated businesses sell. 

Electric power dernand is generally a seasonal business. In many parts of the country, demand for power and market prices peak 
during the summer months. In other areas, power demand peaks during the winter months. As a result, our overall operating results in 
the fbture may fluctuate substantially on a seasonal basis, The pattern of this fluctuation may change depending on the nature and 
location of facilities we acquire and the terms of power sale contracts into whch we enter. In addition, we have historically sold less 
power, and consequently earned less income, when weather conditions are mild. While we believe that our North Carolina, South 
Carolina, Georgia, and Florida markets complement each other during normal seasonal fluctuations, unusually mild weather could 
diminish our results of operations and harm our financial condition. 

Furthermore, severe weather in these states, such as hurricanes, tornadoes, severe thunderstorms, snow and ice storms, can be 
destructive causing outages resulting in lost operating revenues, incurring property damage, downing power lines and requiring us to 
incur additional and unexpected expenses, 

Our ability to recover sigiziycant costs resulting from severe weather events is subject to regulatory oversight aRd the timing and 
amount of any such recovery is uncertain and may impact ourfinancial conditions. 

We are subject to incurring significant costs resulting from severe weather. While PEF was granted regulatory approval in 2005 to 
recover significant storm costs incurred in 2004 for the four hurricanes that impacted our service territory, PEC's and PEFk storm cost 
recovery petitions may not always be granted. 

Under a regulatory order, PEF maintains a storm damage reserve account fox major storms. Due to the significant costs incurred to 
recover from the 2004 hurricanes, PEF's storm damage reserve accounts were largely depleted at December 3 1, 2005. PEF is currently 
considering alternatives for replenishmg its storm damage reserve account such as issuing securitized bonds or otherwise seeking 
replenishment from retail ratepayers. Storm reserve costs attributable to wholesale customers may be amortized consistent with 
recovery of such amounts in wholesale rates, albeit at a specified amount per year resulting in an extended recovery period. 

PEC does not maintain a storm damage reserve account and does not have an on-going regulatory mechanism to recover storm costs. 
PEC has previously sought and received permission fi-om the NCUC and the SCPSC to defer storm expenses and amortize them over 
five-year periods. PEC did not seek deferral of storm costs from the NCUC or SCPSC during 2005. 

If we cannot recover costs associated with future significant weather events in a timely manner, or in an amount sufficient to cover our 
actual costs, or if OUT storm reserve is inadequate, our financial conditions and results of operations could be materially and adversely 
impacted. 

Our revenues, operating results andjinanciul condition may Juctuafe with the economy and its corresponding impact on our commercial and industrial customers 
as well as the demand and competitive stute of the Wholesale marker. 



Our business is impacted by fluctuations in the macroeconomy. For the year ended December 3 1, 2005, commercial and industrial 
customers represented approximately 42% and 33% of PEC's and PEF's billed electric revenues, respectively. As a result, changes in 
the macroeconomy can have negative impacts on our revenues. As our commercial and industrial customers experience economic 
hardshps, OW revenues can be negatively impacted. In recent years, in North and South Carolina, sales to industrial customers have 
been affected by downturns in the textile and chemical industries. 

For the year ended December 31, 2005, 19% and 9% of PEC's and PEF's billed electric revenues, respectively, were from wholesale 
sales. Wholesale revenues fluctuate with regional demand, fuel prices, and contracted capacity. Our wholesale profitability is 
dependent upon ow ability to renew or replace expiring wholesale contracts on favorable terms and market conditions. 

In April 2004, the FERC issued two orders concerning utilities' ability to sell wholesale electricity at market-based rates. In the first 
order, the FERC adopted two new interim screens for assessing potential generation market power of applicants for wholesale market- 
based rates, and described additional analyses and mitigation measures that could be presented if an applicant does not pass one of 
these interim screens. In July 2004, the FERC issued a second order that affirmed its April order and initiated a rulemaking to consider 
whether the FERC's current methodology for determining whether a public utility should be allowed to sell wholesale electricity at 
market-based rates should be modified in any way. PEC and PEF do not have market-based rate authority for wholesale sales in 
peninsular Florida. Given the difficulty PEC believed it would experience in passing one of the interim screens, on September 6,2005, 
PEC filed revisions to its market-based rate tariffs restricting PEC's authority to sell power in the wholesale market at market-based 
rates to areas outside of PEC's control area and peninsular Florida, and a new cost-based tariff for sales within PEC's control area 
consistent with the FERC's default cost-based rate methodologies for sales of one year or less. The FERC has accepted these revisions. 
Although we cannot predict the ultimate outcome of these changes, we do not anticipate that the current operations of the Utilities will 
be materially impacted by their inability to sell power at market-based rates in their respective control areas. 

Deregulation or restructuring in the electric industry may result in increased competition and unrecovered costs. Increased 
competition may also result from power industry consolidation. Increased competitioa could adversely affect the financial 
condition, results of operations or C Q S ~ ~ ~ O W S  of us and our utilities' businesses. 

Increased competition resulting from deregulation or restructuring efforts or from industry consolidation could have a significant 
adverse financial impact on us and consequently, on our results of operations and cash flows, Increased competition could result in 
increased pressure to lower costs, including the cost of electricity. Retail competition and the unbundling of regulated energy and gas 
service could have a significant adverse financial impact on us and OUT subsidiaries due to an impairment of assets, a loss of retail 
customers, lower profit margins or increased costs of capital. Several significant mergers and acquisitions in the power industry were 
announced during 2005. We may experience increased competition in our nonregulated businesses as we compete with larger entities 
that may have more capital and financial resources and are able to leverage their economies of scale. Furthermore, if we decide to 
expand operations, we may encounter significant competition for future acquisition opportunities. 

Because we have not previously operated in a competitive retail environment, we cannot predict the extent and timing of entry by 
additional competitors into the electric markets. Due to several factors, however, there currently is little discussion of any movement 
toward deregulation in North Carolina, South Carolina and Florida. We cannot predict when we will be subject to changes in 
legislation or regulation nor can we predict the impact of these changes on our fmancial condition, results of operations or cash flows. 

Increased commodity prices may adversely affect our financial condition, results of operations or cash flows. 

We are exposed to the effects of market fluctuations in the price of natural gas, coal, fuel oil, electricity and other energy-related 
products marketed and purchased as a result of our ownership of energy-related assets. Energy commodity price fluctuations impact 
PEC and PEF as well as our nonregulated businesses. While each state commission allows electric utilities to recover certain of these 
costs through various cost recovery clauses, there is the potential that a portion of these future costs could be deemed imprudent by the 
respective commissions. There is also a delay between the timing of when these costs are incurred and when these costs are recovered 
from the 
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ratepayers, which can adversely impact the cash flow of the Utilities. In addition, the under-recovery of fuel costs can also negatively 
impact our interest expense and leverage and rising fuel costs can also lead to higher electric utility rates which can negatively impact 
customer satisfaction. 

Our nonregulated energy businesses also purchase fuel commodities to fulfill their operating needs. Some of their wholesale power 
supply contracts are at fixed prices; consequently, higher commodity prices could result in decreased margins. 

Volatility in market prices for fuel and power may result from: 

1. 1 -weather conditions; 

9 seasonality; 

.power usage; 

=.-illiquid markets; 

.' mtransmission or transportation constraints or inefficiencies; 

. * availability of competitively priced alternative energy sources; 

."demand for energy commodities; 

n.v~atusal gas, crude oil and refined products, and coal production levels; 

.. *natural disasters, wars, terrorism, embargoes and other catastrophic events; and 

- federaI, state and foreign energy and environmental regulation and legislation. 

Prices for SOr emission allowance credits under the EPA's emission trading program increased significantly during 2005. While SO2 
allowances are eligible €or annual recovery in PEF's jurisdictions in Florida and PEC's in South Carolina, no such annual recovery 
exists in North Carolina for PEC. Future increases in the price of SO, allowances could have a significant adverse financial impact on 
us and PEC and consequently, on ow: results of operations and cash flows. 

As a holding company with no operations, the Parent is dependent on upstream cash flows from its subsidiaries, primarily our 
regulated utilities. As a result, our ability to meet our ongoing and future debt service and other financial obligations and to pay 
dividends on our common stock is primarily dependent on the earnings and cash flows of our operating subsidiaries and their 
ability to pay upstream dividends or to repay funds to us. 

The Parent is a holding company and as such, has no operations of its own. The Parent's ability to meet its financial obligations 
associated with the debt service obligations on $4.3 billion of holding company debt and to pay dividends on its common stock is 
primarily dependent on the earnings and cash flows of its operating subsidiaries, primarily its regulated utilities, and the ability of its 
subsidiaries to pay upstream dividends or to repay funds to the Parent. Prior to fimding the Parent, its subsidiaries have financial 
obligations that must be satisfied, including among others, their respective debt service, preferred dividends and obligations to trade 
creditors. For the year ending December 3 1, 2005, the Utilities generated approximately 100 percent of consolidated cash from 
operations. Other sources of cash include the issuance of equity, short-term and long-term debt, asset sales and intercompany charges 
for capital costs. 

The rates that PEC and PEF may charge retail customers for electric power are subject to the authority of state regulators. 
Accordingly, our profit margins could be adversely affected if we do nut control operating and capital investment costs. 

The NCUC, the SCPSC and the FPSC each exercises regulatory authority for review and approval of the retail electric power rates 
charged within its respective state. State regulators may not allow PEC and PEF to increase retail rates in the manner or to the extent 
requested by those subsidiaries. State regulators may also seek to reduce or freeze retail rates. 

Both PEC and PEF currently operate under rate freezes, in which rates can only be changed under certain circumstances. The costs incurred by PEC and PEF are 
generally not subject to being fixed or reduced by state regulators. There is a risk that the Utilities' results of operations could be negatively impacted if the Utilities do 
not 
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manage their costs effectively. Our ability to maintain our profit margins depends upon stable demand for electricity and our efforts to 
manage our costs. 

There are inherent potential risks in the operation of nuclear facilities, including environmental, health, regulatory, terrorism, and 
financial risks that could result in fines or the shutdown of our nuclear units, which may present potential exposures in excess of 
our insurance coverage. 

PEC (four units; 3,485 MW) and PEF (one unit; 838 MW) own and operate five nuclear units that collectively represent 
approximately 4,323 M W ,  or 20%, of our regulated generation capacity for the year ended December 3 1, 2005. Our nuclear facilities 
are subject to environmental, health and financial risks such as the ability to dispose of spent nuclear fhel, the ability to maintain 
adequate capital reserves for decommissioning, potential liabilities arising out of the operation of these facilities, and fhe costs of 
securing the facilities against possible terrorist attacks. We maintain decommissioning trusts and external insurance coverage to 
minimize the financial exposure to these risks. However, it is possible that damages from an accident or business interruption at our 
nuclear units could exceed the amount of our insurance coverage. 

The NRC has broad authority under federal law to impose licensing and safety-related requirements for the operation of nuclear 
generation facilities. In the event of noncompliance, the NRC has the authority to impose fines or to shut down a unit, or both, 
depending upon its assessment of the severity of the situation, until compliance is achieved. Revised safety requirements promulgated 
by the NRC could require us to make substantial capital expenditures at our nuclear plants. In addition, although we have no reason to 
anticipate a serious nuclear incident at our plants, if an incident did occur, it could materially and adversely affect OUT results of 
operations or financial condition. A major incident at a nuclear facility anywhere in the world could cause the NRC to limit or prohbit 
the operation or licensing of any domestic nuclear unit. 

From time to time, our facilities require licenses that need to be renewed or extended in order to continue operating. We do not 
anticipate any problems renewing these licenses as required. However, as a result of potential terrorist threats and increased public 
scrutiny of utilities, the licensing process could result in increased licensing or compliance costs that are difficult or impossible to 
predict. 

Meeting the anticipated growth in our service territories requires a balanced solution that includes energy conservation and 
efficiency programs, development and deployment uf new technologies and the potential need to increase our baseload generation 
within the next decade. Increasing our generation capacity could involve the construction of new generation facilities, inchding 
nuclear, for which we would have to comply with a signiJicant number of federal and state regulations. There are uncertainties 
that we will be able to obtain needed licenses for construction of new generation facilities or successfully and timely complete their 
construction. In additiun, there are uncertainties that the cost of new generation facilities and new programs will be recoverable 
through our base rates. 

We are currently evaluating our options for future baseload generation needs. Both nuclear and coal technologies are being explored in 
parallel paths. At this time, no definitive decision has been made regarding the construction of either nuclear or coal plants, or both. 
Additional capacity needs may be displaced by purchased power agreements, cogeneration contract extensions or other sources based 
on on-going economic and non-economic evaluations. 

If we decide to construct new generation facilities or expand existing facilities, there is no assurance that we will be abIe to 
successfully and timely complete the projects. Should any such efforts be unsuccessful, we could be subject to additional costs and/or 
the write-off of our investment in the project or improvement. Furthermore, we have no assurance that costs incurred to construct or 
expand generation facilities will be recoverable through our base rates. 

The decision to build a baseload power plant will be based on several factors including power market conditions, competing fuel 
prices, the regulatory environment, the status of permanent used nuclear fuel storage and the ability to obtain financing. The 
construction of a new baseload plant will require a significant amount of capital expenditures. We cannot provide certainty that 
adequate external financing will be available to support the construction. Additionally, any borrowings incurred to finance the 
construction expenditures may adversely impact our leverage and our results of operations. 
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The construction of a new nuclear power plant requires a number of conditions to be successful. The conditions include, but are not 
limited to: the continued operation of the industries' existing nuclear fleet in a safe, reliable, and cost-effective manner; the use of 
standardized plants and an efficient licensing process; the ability to raise capital on reasonable terms; a viable program for managing 
spent nuclear fuel; and both public and policymaker support. We cannot provide certainty that these conditions will exist. 

We have announced that we are pursuing development of COL applications. Our announcement is not a commitment to build a 
nuclear plant. It is a necessary step to keep open the option of building a potential plant or plants. On January 23,2006, we announced 
that PEC has selected the Harris site to evaluate for possible future nuclear expansion and we announced the selection of the 
Westinghouse Electric AP-1000 reactor design as the technology upon which to base the potential application submission. We 
currently expect to file the application for the COL for PEC's Harris site in late September or early October 2007, We expect to file the 
application for the COL for an as-yet unspecified site in Florida in late 2007 or fust quarter 2008. We plan to announce the selection 
of the Florida site in spring 2006. If we receive approval from the NRC, and if the decision to build is made, construction could begin 
as early as 2010, and a new plant could be online around 2016. We estimate that it will take approximately 36 months for the NRC to 
review the COL applications and grant approval. 

One consideration that would improve the economics of the nuclear option is whether the plant will be eligible for the federal 
production tax credits and risk insurance provided for by EPACT. EPACT provides for an annual tax credit of 1,& centsklowatt hour 
(kWh) for nuclear facilities for the flrst eight years of operation. However, the credit is limited to the first 6,000 MW of new nuclear 
generation in the United States and has an annual cap of $125 million per unit. The credit allocation process among new nuclear plants 
has not been determined. There are other utilities that have announced plans to pursue new nuclear plants. There is no guarantee that 
any nuclear plant constructed by us would qualify for these additional incentives. Failure to qualify for these incentives could 
significantly impact the economics of building a nuclear facility. 

While we currently estimate that we will need to increase ow baseload capacity, our assumptions regarding future growth and 
resulting power demand in our service territories may not be realized. If anticipated growth levels are not realized, we may increase 
our baseload capacity and have excess capacity. This excess capacity may exceed reserve margins established by the NCUC, SCPSC 
and FPSC to meet our obligation to serve retail customers and as a result, may not be recoverable in base rates. 

Our Jinanciul performance depends on the successful operation of electric genernting facilities by our subsidiaries and our ability 
to deliver electricity to our customers. 

Operating electric generating facilities and delivery systems involves many risks, including: 

."operator error and breakdown or failure of equipment or processes; 

1 --operating limitations that may be imposed by environmental or other regulatory requirements; 

=-labor disputes; 

..+el supply interruptions; and 

."catastrophic events such as hurricanes, fires, earthquakes, explosions, floods, terrorist attacks, pandemic health events such as 
avian influenza or other similar occurrences. 

A decrease or elimination of revenues generated from our subsidiaries' electric generating facilities and electricity delivery systems or 
an increase in the cost of operating the facilities could have an adverse effect on our business and results of operations. 

Our business is dependent on our ability to successfully access capital markets. Our inability to access capital may limit our ability 
to execute our busiizess pkuiz, or pursue improvements snd make acquisitions that we may otherwise re& on for future growth. 

We rely on access to both short-term and long-term capital markets, and lines of credit with commercial banks as a significant source 
of liquidity for capital requirements not satisfied by the cash flow Gom OLE operations. If we are 
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not able to access these sources of liquidity, our ability to implement our strategy will be adversely affected. We believe that we will 
maintain sufficient access to these financial markets based upon current credit ratings. However, certain market disruptions or a 
downgrade of our credit rating to below investment grade would increase our cost of borrowing and may adversely affect our ability to 
access one or more financial markets. Market disruptions create a unique uncertainty as they typically result from factors beyond OW 

control. Such market disruptions could include: 

an economic downturn; 
the bankruptcy of an unrelated energy company; 
capital market conditions generally; 
allegations of corporate scandal at unrelated companies; 
market prices for electricity and gas; 
terrorist attacks or threatened attacks on our facilities or unrelated energy companies; or 
the overall health of the utility industry. 

In addition, we believe that these market disruptions, unrelated to our business, could result in a ratings downgrade and, 
correspondingly, increase our cost of capital. Additional risks regarding the impact of a ratings downgrade are discussed below. 
Restrictions on our ability to access financial markets may affect our ability to execute our business plan as scheduled. An inability to 
access capital may limit our ability to pursue improvements or acquisitions that we may otherwise reIy on for fiture growth. 

Increases in our leverage could adversely affect our competitive position, business planning and flexibility, financial condition, 
ability to service our debt obligations and to pay dividends on OW common stock, and ability to access capital on favorable terms. 

Our cash requirements arise primarily from the capital-intensive nature of our electric utilities. In addition to operating cash flows, we 
rely heavily on our commercial paper and long-term debt. At December 3 1, 2005, commercial paper and bank borrowings and long- 
term debt balances were as follows (in millions): 

Outstanding Total Long-Term 

(a) Represents solely the outstanding indebtedness of the Parent. 

(b) Includes the following subsidiaries: Florida Progress Funding Corporation ($270 million) and Progress Capital Holdings, Inc. 
($8 1 million). 

(c) Net of current portion, which at December 31, 2005, was $ 5  13 million on a consolidated basis. 

At December 31, 2005, we classified $397 million, related to the retirement of $800 million of Progress Energy, Inc. 6.75% Senior 
Notes on March 1, 2006, as long-term debt. Settlement of this obligation is not expected to require the use of workmg capital in 2006 
as we have the intent and ability to refinance this debt on a long-term basis. On January 13, 2006, Progress Energy, Inc. issued $300 
million of 5.625% Senior Notes due 20 16 and $100 lllillion of Series A Floating Rate Senior Notes due 20 10, receiving net proceeds 
of $397 million. These senior notes are unsecured. 

At December 3 1, 2005, we had an aggregate of three committed revolving credit agreements (RCAs) that supported our commercial 
paper programs totaling $2.030 billion. While our internal financial policy precludes us from issuing commercial paper in excess of 
our revolving credit lines, at December 31, 2005, we had $175 million reserved for outstanding commercial paper balance and a total 
of $150 million reserved for backing of letters of credit, leaving an additional $1.705 billion available for future borrowing under our 
revolving credit lines. At December 3 1, 2005, the actual amount of letters of credit issued was $33 million. 
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Our revolving credit lines impose various limitations that could impact our liquidity, such as defined maximum total debt to total 
capital (leverage) ratios and minimum coverage ratios. Under these revolving credit facilities, indebtedness includes certain letters of 
credit and guarantees which are not recorded on our consolidated Balance Sheets. At December 31, 2005, the required and actual 
ratios, pursuant to the terms of the credit agreements were as follows: 

Leverage Ratios Coverage Ratios 

Actual 
Maximum Ratio 

ComDanv Ratio Minimum Ratio Actual Ratio 

PEC 65% 55.2% 
EEF 

(a) Indebtedness its defined by the bank agreements includes certain letters of credit and guarantees that are not 
recorded on the Consolidated Balance 

Sheets . 

In the event ow capital structure changes such that we approach the permitted ratios, our access to capital and additional liquidity 
could decrease. Furthermore, Progress Energy, Inc.'s RCA includes a provision under which lenders could refuse to advance finds to 
us in the event of a material adverse change in our financial condition. Loan draws for the payrnent of maturing commercial paper are 
excluded from this provision. A limitation in our liquidity could have a material adverse impact on our business strategy and our 
ongoing financing needs. 

Each of these credit agreements contains cross-default provisions for defaults of indebtedness in excess of the following thresholds : 
$50 million for Progress Energy, Inc. and $35 million each for PEC and PEF. Under these provisions, if the applicable borrower or 
certain subsidiaries of the borrower fail to pay various debt obligations in excess of their respective cross-default threshold, the lenders 
could accelerate payrnent of any outstanding borrowing and terminate their commitments to the credit facility. Progress Energy, Inc.'s 
cross-default provision applies only to Progress Energy, Inc. and its significant subsidiaries, as defined in the credit agreement (Le., 
PEC, Florida Progress, PEF, Progress Capital Holdings, Inc. and PVI). PEC's and PEF's cross-default provisions only apply to defaults 
of indebtedness by PEC and its subsidiaries and PEF, respectively, not other affiliates of PEC and PEF. 

Additionally, certain of Progress Energy, Inc.'s long-term debt indentures contain cross-default provisions for defaults of indebtedness 
in excess of amounts ranging from $25 million to $50 million; these provisions only apply to other obligations of Progress Energy 
Inc., primarily commercial paper issued by the Parent, not its subsidiaries. In the event that these cross-default provisions are 
triggered, the debt holders could accelerate payment of approximately $4.3 billion in long-term debt. Any such acceleration would 
cause a material adverse change in the respective company's financial condition. Certain agreements underlylng our indebtedness also 
limit our ability to incur additional liens or engage in certain types of sale and leaseback transactions. 

Changes in economic conditions could result in higher interest rates, which would increase our interest expense on our floating rate 
debt and reduce fimds available to us for our current plans. Additionally, an increase in our leverage could adversely affect us by: 

*"*increasing the cost of future debt financing; 

a*-impacting our ability to pay dividends on our common stock at the current rate; 

.-making it more difficult for us to satisfy our existing financial obligations; 

...limiting OUT ability to obtain additional financing, if we need it, for working capital, acquisitions, debt service requirements or 
other purposes; 

0 .increasing OUT vulnerability to adverse economic and industry conditions; 

."requiring us to dedicate a substantial portion of our cash flow from operations to payments on our debt, whch would reduce 
funds available to us for operations, future business opportunities or other purposes; 

'=-limiting our flexibility in planning for, or reacting to, changes in our business and the industry in which we compete; 

.=-placing us at a competitive disadvantage compared to our competitors who have less debt; and 

37 





mgmcausing a downgrade in ow credit ratings. 



On February 11, 2005, Moody's Investors Service, Inc. (Moody's) announced that it lowered the ratings of PEE;, Progress Capital 
Holdings, Inc. and FPC Capital Trust I and changed their rating outlooks to stable from negative. Moody's affirmed the ratings of 
Progress Energy and PEC. The rating outlooks continue to be stable at PEC and negative at Progress Energy. Moody's stated that it 
took this action primarily due to declining cash flow coverages and rising leverage, higher operation and maintenance (O&M) costs, 
uncertainty regarding the timing of hurricane cost recovery, regulatory risks associated with the upcoming rate case in Florida and 
ongoing capital requirements to meet Florida's growing demand. 

On November 22, 2005, Standard & Poor's Rating Services (S&P) announced that it revised its ratings outlook on Progress Energy 
fiom negative to stable, affirming the BBB corporate credit rating, and revising the short-term rating from A-3 to A-2. As a result of 
this revision, PEC and PEF's outlooks and short-term ratings were also revised from negative to stable and A-3 to A-2, respectively. 
S&P stated that it took these actions primarily due to the resolution of several regulatory issues in Florida and expectations of 
increased likelihood that our fmancial performance will improve over the next two years. S&P also indicated that it has improved its 
business position for PEF to a '4' (strong). The business position for PEC remains a ' 5 '  (satisfactory) and the overall business position 
for Progress Energy remains at a '6' (satisfactory). S&P ranks business position on a scale of '1' (excellent) to ' IO' (vulnerable). 

On December 6, 2005, S&P lowered the BBB rating on PEC and PEF's senior unsecured notes to BBB-. The revision reflects the 
recognition that a significant amount of the Utilities' assets (more than 30% of PEC's assets and 35% of PEF's assets) collateralize 
frrst-priority debt. 

The changes by S&P and Moody's did not trigger any debt or guarantee collateral requirements, nor did they have any material impact 
on the overall liquidity of Progress Energy or any of its affiliates. Fitch Ratings took no actions on Progress Energy's, PEC's or PEF's 
ratings in 2005. To date, Progress Energy's, PEC's and PEF's access to the commercial paper markets has not been materially impacted 
by the rating agencies' actions. 

Our debt indentures and credit agreements do not contain any "ratings triggers," which would cause the acceleration of interest and 
principal payments in the event of a ratings downgrade. If S&P lowers Progress Energy's senior unsecured rating one ratings category 
to BB+ from its current rating, it would be a non-investment grade rating. The effect of a non-investment grade rating would primarily 
be increased borrowing costs. 

While our long-term target credit ratings for each entity are above the minimum investment grade ranking, we cannot provide 
certainty that any of Progress Energy's current ratings, or those of PEC and PEF, will remain in effect for any given period of time or 
that a rating will not be lowered or withdrawn entirely by a rating agency if, in its judgment, circumstances in the future so warrant. 
Any downgrade could increase OUT borrowing costs and may adversely affect our access to capital, which could negatively impact our 
financial results. We note that the ratings from credit agencies are not recommendations to buy, sell or hold our securities or those of 
PEC or PEF and that each rating should be evaluated independently of any other rating. 

As a part of normal business, we enter into various agreements providing future financial or performance assurances to thrd parties. 
These agreements are entered into primarily to support or enhance the creditworthiness otherwise attributed to Progress Energy or our 
subsidiaries on a stand-alone basis, thereby facilitating the extension of sufficient credit to accomplish the subsidiaries' intended 
commercial purposes. Our guarantees include performance obligations under power supply agreements, tolling agreements, 
transmission agreements, gas agreements, Cel procurement agreements and trading operations. Our guarantees also include standby 
letters of credit, surety bonds and guarantees in support of nuclear decommissioning. At December 31, 2005, we have issued $1.78 
billion of guarantees for future financial or performance assurance. We do not believe conditions are likely for significant performance 
under the guarantees of performance issued by or on behalf of affiliates. 
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The majority of contracts supported by the guarantees contain provisions that trigger guarantee obligations based on downgrade events 
to below investment grade (below BBB- or Baa3) by S&P or Moody's, ratings triggers, monthly netting of exposure and/or payments 
and offset provisions in the event of a default, At December 31, 2005, no guarantee obligations had been triggered. If the guarantee 
obligations were triggered, the maximum amount of liquidity requirements to support ongoing operations within a 90-day period, 
associated with guarantees for Progress Energy's nonregulated portfolio and power supply agreements was approximately $540 
million. While we believe that we would be able to meet this obligation with cash or letters of credit, if we cannot, our financial 
condition, liquidity and results of operations will be materially and adversely impacted. 

The use of derivative cuntracts in the normal course of our business could result in financial losses that negatively impact our 
results of operations. 

We use derivatives, including futures, forwards and swaps, to manage our commodity and financial market risks. In the future, we 
could recognize financial losses on these contracts as a result of volatility in the market values of the underlying commodities. 

Additionally, we are exposed to risk that our counterparties will not be able to perform their obligations. Should OUT counterparties fail 
to perform, we might be forced to replace the underlying commitment at then-current market prices. In such event, we might incur 
losses in addition to the amounts, if any, already paid to the counterparties. 

Our results of uperatiuns may be materially affected if the value of the Section 29/45K tax credits is reduced due to the high price 
of oil. This risk is not applicable to PEC and PEF. 

Recent unprecedented and unanticipated increases in the price of oil could limit the amount of Section 29/45K tax credits or eliminate 
them altogether. Section 29 provides that if the average wellhead price per barrel for unregulated domestic crude oil for the year (the 
Annual Average Price) exceeds a certain threshold value (the Threshold Price), the amount of Section 29/45K tax credits are reduced 
for that year. Also, if the Annual Average Price increases high enough (the Phase-out Price), the Section 29/45K tax credits are 
eliminated for that year. The Threshold Price and the Phase-out Price are adjusted annually for inflation. Although data for 2005 is not 
yet available, we do not expect the amount of our 2005 Section 29 tax credits to be adversely affected by crude oil prices. We cannot 
predict with any certainty the Annual Average Price for 2006 or beyond. Therefore, we cannot predict whether the price of oil will 
have a material effect on our synthetic fuel business after 2005. However, if during 2006 or 2007, oil prices remain at historically high 
levels or increase, ow synthetic fuel business may be adversely affected for those years and, depending on the magnitude of such 
increases in oil prices, the adverse affect for those years could be material and could have an impact on our synthetic he1 production 
plans which, in turn, may have a material impact on our results of operations and financial condition. See Note 23D for additional 
information on the potential impact of crude oil prices on our synthetic fuel production. 

In addition, there is proposed federal legislation that would establish both the 2006 Annual Average Price and 2006 Phase-out Price 
based on the previous calendar year. If the proposed legislation becomes law, we do not anticipate that we will reach the minimum 
phase-out levels in 2006. However, we cannot predict what impact, if any, h s  proposed legislation would have on the value of the tax 
credits in 2007. We cannot provide any certainty that the proposed federal legislation will be enacted into law. We are currently 
producing synthetic fuel at a reduced level pending resolution of the proposed legislation. If the legislation is not enacted into law as 
currently written or oil prices remain at levels high enough to cause a phase-out of 2006 Section 29/45K tax credits or eliminate the 
tax credits completely, there could be a negative impact on our results of operations and financial condition associated with the 
operating losses incurred from the amount of synthetic fuel produced during 2006. 

A decrease in future synthetic fuel production and cash flows could trigger impairment evaluations of our synthetic fuel and other 
related operating long-lived assets. Such evaluations could result in an impairment charge for these assets which have total carrying 
values of approximately $1 1 1 million at December 3 1, 2005. The majority of these assets will be fully depreciated by the end of 2007, 
the scheduled end of the Section 29145K tax credit program. 
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There are risks involved with the operation of our nonreguluted plants, including dependence on third parties and related counter- 
party risks, and a lack of operating history, all of which may make our nonregulated generation and overall uperations less 
profitable and more unstable. 

At December 3 I ,  2005, we had approximately 3,100 MW of nonregulated generation in commercial operation. 

The operation of nonregulated generation facilities is subject to many risks, including those listed below. During the execution of our 
nonregulated generation strategy, these risks may intensify. These risks include: 

nmnuWe may enter into or otherwise acquire long-term contracts that take effect at a future date based upon our future expected 
nnonregulated generation capacity. If our generating facilities do not operate as expected, we may not be able to meet our 

obligations under any such long-term contracts and may have to purchase power in the spot market at then-prevailing prices. If 
we are unable to secure favorable pricing in the spot market, o w  results of operations could be negatively impacted. We m y  
also become liable under any related performance guarantees then in existence. 

*nu Our nonregulated generation facilities depend on tlmd parties through power purchase agreements, fuel supply and 
Ontransportation agreements and transmission grid connection agreements. If such third parties breach their obligations to us, our 

revenues, financial condition, cash flow and ability to make payments of interest and principal on our outstanding debts may be 
impaired. Any material breach by any of these parties of their obligations under the project contracts could adversely affect our 
cash flows. 

O O U ~ W ~  depend on transmission and distribution facilities owned and operated by utilities and other energy companies to deliver the 
nelectricity and natural gas that we sell to the wholesale market. If transmission is disrupted, or if capacity is inadequate, our 

ability to sell and deliver products and satisfy our contractual obligations may be hindered. Although the FERC has issued 
regulations designed to encourage competition in wholesale market transactions for electricity, there is the potential that fair and 
equal access to transmission systems will not be available or that sufficient transmission capacity will not be available to 
transmit electric power as we desire. We cannot predict the timing of industry changes as a result of these initiatives or the 
adequacy of transmission facilities in specific markets. 

ennOAgreements with our counterparties frequently will include the right to terminate and/or withhold payments or performance 
=under the contracts if specific events occur. If a project contract were to be terminated due to nonperformance by us or by the 

other party to the contract, our ability to enter into a substitute agreement having substantially equivalent terms and conditions is 
uncertain. 

000 Operation of o w  facilities could be affected by many factors, including start-up problems, the breakdown or failure of equipment 
anor processes, performance below expected levels of output or efficiency, failure to operate at design specifications, labor 

disputes, changes in law, failure to obtain necessary permits or to meet permit conditions, government exercise of eminent 
domain power or similar events and catastrophic events including fires, explosions, earthquakes and droughts. 

00000ur  nonregulated generation facilities seek to enter into long-term power purchase agreements to sell all or a portion of their 
Ogenerating capacity. CCO currently owns six electricity generation facilities with approximately 3,100 MW of generation 

capacity, and it has contractual rights to an additional 2,500 MW of generation capacity fiom mixed fuel generation facilities 
through its agreements with 16 Georgia EMCs. CCO has contracts for its combined production capacity of approximately 86% 
for 2006,81% for 2007 and 84% for 2008. The increased cooperative load in Georgia significantly increased CCO’s revenue and 
cost of sales from 2004 to 2005 at lower margins, as more fully discussed below. Following the expiration or early termination 
of our power purchase agreements, or to the extent we cannot otherwise secure contracts for our current and future generation 
capacity, our facilities will generally become merchant facilities. Our merchant facilities may not be able to find adequate 
purchasers, attain favorable pricing, or otherwise compete effectively in the wholesale market. Additionally, numerous legal and 
regulatory limitations restrict our ability to operate a facility on a wholesale basis. 

41 



Our energy marketing and trading operations are subject to risks that could reduce our revenues and adversely impact our results 
of operations and financial conditiun; some of these risks, such us weather-reluted risks, are beyond our coatrol. Volatile 
commodity prices could reduce our margins. Significant revenue reductions or cost increases could trigger future impairment 
evaluations and potential impairment charges. 

We actively seek to manage the market risk inherent in our energy marketing operations. We employ best practices risk management 
monitoring and control techniques to manage the risks inherent in the business. Nonetheless, adverse changes in energy and fuel prices 
may result in losses in our earnings or cash flows and adversely affect our fmancial position. Our marketing and risk management 
procedures do not completely eliminate risk. As a result, our operating results and financial position are sensitive to the market risk 
factors discussed below. 

Our fleet of nonregulated power plants sells energy into the spot market, other competitive power markets or on a longer-term 
contractual basis. We may also enter into contracts to purchase and sell electricity, natural gas and coal as part of our power marketing 
and energy trading operations. Our business may also inchde entering into tolling contracts, long-term contracts that supply 
customers' full electric requirements or other contractual structures. Over the past two years, we have entered into full requirements 
power contracts to supply the total power requirement of several electric cooperatives. These contracts do not provide a guaranteed 
rate of return on our capital investments through mandated rates. While these contracts are partially hedged through fixed price power 
and gas purchases, our revenues and results of operations from these contracts still depend to some degree upon prevailing market 
prices for power in our regional markets and surrounding competitive markets. These market prices can fluctuate substantially over 
relatively short periods of time. Future adverse changes in market conditions or changes in business conditions could trigger future 
impairment evaluations of goodwill, long-lived assets or other assets, which could result in impairment charges. 

In particular, we believe that over the past few years, the wholesale energy market in the southeastern United States, particularly 
Georgia, has been overbuilt and, accordingly, believe that the supply of pealung and mid-market generation exceeds demand. Whrle 
recent market activity indicates that supply and demand are slowly coming closer to equilibrium, we believe that spot prices as well as 
contractual pricing will provide us with a reduced rate of return on our capital investment in our nonregulated plants and our revenues 
and results of operations from this market will be lower than originally expected until demand catches up with supply. We have no 
assurance that the current over-supply of wholesale power will be available to meet the Utilities' anticipated future need for additional 
baseload generation. 

We have entered into wholesale power agreements with electric cooperatives in Georgia. Under these full-requirements supply 
contracts, we receive a fixed price for the power supplied to the cooperatives. The cooperative load is dependent on the weather and 
economy of its service area. We use a combination of callable resources fiom the cooperatives, open market purchases and our own 
generating assets to serve this load. The risks in serving full-requirements supply contracts at a fixed price include both the variability 
in commodity prices and the volatility of the cooperative energy demand. Whle we strive to mitigate the risks associated with these 
contracts though various strategies, we cannot provide certainty that our risk management techniques will be effective. 

Furthermore, the FERC, whch has jurisdiction over wholesale power rates, as well as independent system operators that oversee some 
of these markets, may impose price limitations, bidding rules and other mechanisms to address some of the volatility in these markets. 
As discussed previously, fuel prices also may be volatile, and the price we can obtain €or power sales may not change at the same rate 
as our fuel costs changes. These factors could reduce our margins and therefore diminish our revenues and results of operations, 

We actively manage the market risk inherent in our energy marketing operations. Nonetheless, adverse changes in energy and fuel 
prices may result in losses in our earnings or cash flows and adversely affect our balance sheet. Our marketing and risk management 
procedures may not work as planned. As a result, we cannot predict with precision the impact that our marketing, trading and risk 
management decisions may have on our business, operating results or fmancial position. In addition, to the extent that we do not cover 
the entire exposure of our assets or our positions to market price volatility, or our hedging procedures do not work as planned, 
fluctuating commodity prices could cause our sales and net income to be volatile. 
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In accordance with accounting standards for goodwill and long-lived assets, we have continued to monitor the carrying value of our 
goodwill and long-lived assets of our CCO operations. Our analyses have continued to support the carrying value of the $44 million of 
goodwill and the $1.4 billion of long-lived and intangible assets at December 3 1, 2005. However, as part of our evaluation of certain 
business opportunities in the first quarter of 2006, we performed an interim impairment test for the $64 million of goodwill, which 
indicated the fair value of our reporting unit consisting of our Effingham, Monroe, Walton and Washington nonregulated generation 
plants (Georgia Region) was less than its carrying value. As required by Statement of Financial Accounting Standards (SFAS) No. 
142, “Goodwill and Other Intangible Assets” (SFAS No. 142), we are currently performing the second step of the impairment test, 
which compares the implied fair value of the goodwill with the recorded goodwill. While the results of the second step of the 
impairment test are currently unknown, the effects could range from no change to the recorded goodwill value to a potential write-off 
of $64 million. Future adverse changes in market conditions or changes in business conditions, including the manner in which the 
long-lived assets are deployed, could require hture impairment evaluations of these or other assets, which could result in an 
impairment charge. 

Our nunregulated businesses are involved in operations that am subject tu signr@xnt operational and financial risks that may 
reduce our revenues and adversely impact uur results of operations and financial condition. 

We are exposed to operational risk resulting fi-om our natural gas drilling, coal mining, terminal and barge and fuel delivery 
operations. Our coal mining and natural gas drilling operations are subject to conditions beyond our control that can delay deliveries 
or increase the cost of mining or drilling at particular locations for varymg lengths of time. Such conditions include unexpected 
maintenance problems, key equipment failures and variations in geologic conditions. The states in which we operate coa1 mines have 
state programs for mine safety and health regulation and enforcement, Financial risks include our exposure to commodity prices, 
primarily fuel prices. We actively manage the operational and fmancial risks associated with these businesses. Nonetheless, adverse 
changes in fuel prices and operational issues beyond our control may result in losses in our eamings or cash flows and adversely affect 
our balance sheet. 

ITEM 1B. UNRESOLVED STAFF COMMENTS 

None 
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ITEM 2. PROPERTIES 

We believe that our physical properties and those of our subsidiaries are adequate to carry on our and their businesses as currently 
conducted. We maintain property insurance against loss or damage by fire or other perils to the extent that such property is usually 
insured. 

ELECTRIC - PEC 

PEC's 1 8 generating plants represent a flexible mix of fossil, nuclear, hydroelectric, combus tion turbines and combined cycle 
resources, with a total summer generating capacity of approximately 12,519 MW. Of th s  total, Power Agency owns approximately 
700 MW. On December 31, 2005, PEC had the following generating facilities: 

PEC Summer Net 
No. of In-Service Ownership Capability (a> 

Facility Location Units Date Fuel (in %) (in MW) 

3 1952-1962 Goa 

Total 19 5.285 

Total 3 . ..- 

COMsUSTION T " E S  
Asheville Skyland, N.C. 2 1999-2000 Gas/OiI 100 330 
BIewett Lilesville, N.C. 4 1971 Oil 100 52 
Darlingt on Hartsville, S.C. 13 1974- 1997 Gas/Oil 100 812 

Morehead City Morehead City, I 1968 Oil 100 15 
Lee Goldsboto, N.C. 4 1968-1971 Oil 100 91 

Richmond Hamlet, N.C. 5 2001-2002 Gadoil €00 775 
N.C. 

Robinson Hansville, S.C. 1 1968 Gasfoil 100 15 
Roxboro Roxboro, N.C. 1 1968 Oil 100 15 
Sutton Wilmington, K.C. 3 1968-1969 Gas/Oil 100 64 
Wayne County Goldsboro, N.C. 4 2000 Gas/OiI 100 668 
Weatherspoon Lumberton, N.C. 4 1970-1971 Gas/Oil 100 138 

NUCLEAR 
Brunswick Southport, N.C. 2 1975-1977 Uranium 81.67 1,875 (b)( 
Harris New Hill, N.C. 1 1987 Uranium 83.83 900 (b) 
Robinso Hartsville, S.C. 1 1971 Uranium roo 710 

Total 4 3,485 
HYDRO 
Blewett Lilesville, N.C. 6 1912 Water 100 22 
Marshall Marshall, N.C. 2 1910 Water 100 5 
TilIery Mount Gilead, K.C. 4 1928-1960 Water 100 86 
Walters Waterville, N.C. 3 1930 Water 100 105 

tal 15 218 

Total 42 2,975 

TOTAL 83 12,519 

(a) Amounts represent PEC's net summer peak rating, gross of co-ownership interest in plant capacity. 

(b) Facilities are jointly owned by PEC and Power Agency. The capacities shown include Power Agency's share, 

( c )  PEC and Power Agency are co-owners of Unit 4 at the Roxboro Plant. PEC's ownership interest in ths  700 MW unit is 87.06%. 

(d) During 2005, a power uprate increased the net summer capability of Unit 2 to 937 MW. The Maximum Dependable Capability 
(MDC) was restated in January 2006. 



At December 31,2005, including both the total generating capacity of 12,519 MW and the total firm contracts for purchased power of approximately 1,518 MW, PEC 
had total capacity resources of approximately 14,037 MW. 
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The Power Agency has undivided ownership interests of 18.33% in Brunswick Unit Nos. 1 and 2, 12.94% in Roxboro Unit No. 4 and 
16.17% in Harris and Mayo Unit No. 1. Otherwise, PEC has good and marketable title to its principal plants and important units, 
subject to the lien of its mortgage and deed of trust, with minor exceptions, restrictions, and reservations in conveyances, as well as 
minor defects of the nature ordinarily found in properties of similar character and magnitude. PEC also owns certain easements over 
private property on which transmission and distribution lines are located. 

At December 31, 2005, PEC had approximately 6,000 circuit miles of transmission lines including 300 miles of 500 lulovolt (kV) 
lines and 3,000 miles of 230 kV lines. PEC also had approximately 45,000 circuit miles of overhead distribution conductor and 19,000 
circuit miles of underground distribution cable. Distribution and transmission substations in service had a transformer capacity of 
approximately 12,500,OOO kilovolt-ampere (kVA) in 2,406 transformers. Distribution line transformers numbered approximately 
5 17,000 with an aggregate capacity of approximately 21,800,000 kVA. 

ELECTRIC - PEF 

PEF's 14 generating plants represent a flexible mix of fossil, nuclear, combustion turbine and combined cycle resources with a totaI 
summer generating capacity of approximately 9,045 MW. Of this total, joint owners own approximately 117 MW. At December 31, 
2005, PEF had the following generating facilities: 

Summer Net 
PEF Capability 

No. of In-Service Ownershp (a) 
Facility Location Units Date Fuel (in%) (inMW) 

Oldsmar. Fla. 4 1969-1970 Gas/Oil 100 122 

14 1974-2000 Gad0  100 (b) 1,041 (c) 
Rio Pinar Rio Pinar. Fla. 1 1970 Oil 100 13 
Suwannee River 3 1980 Gas/Uil i 64 
Tumer Enterprise, Fla. 4 1970-1974 Oil 100 154 

Total 47 2.619 

Crvstal River Crvstal River. Fla. 1 1977 Uranium 91.78 838 (c )  
\ ,  

1 838 
TOTAL 64 9.045 

(a) Amounts represent PEF's net summer peak rating, gross of co-ownership interest in plant capacity. 

(b) PEF and Georgia Power Company (Georgia Power) are co-owners of a 143 MW advanced combustion turbine located at 

exclusive right to the output of this unit during the months of June through September. PEF has that right for the remainder of 
PEF's Intercession City site. Georgia Power has the 

the year. 

(c)  Facilities are jointly owned. The capacities shown include joint owners' share. 

During 2005, PEF had total capacity resources of approximately 10,676 MW, including both the total generating capacity of 9,045 
MW and the total firm contracts for purchased power of 1,63 1MW. 



Several entities have acquired undivided ownership interests in CR3 in the aggregate amount of 8.22%. The joint ownership participants are: City of Alachua - 0.08%, 
City of Bushnell - 0.04%, City of Gainesville - 1.41%, 
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Kiss imee  Utility Authority - 0.68%, City of Leesburg - 0.82%, Utilities Commission of the City of New Smyrna Beach - 0.56%, 
City of Ocala - 1.33%, Orlando Utilities Commission - 1.60% and Seminole Electric Cooperative, Inc. - 1.70%. PEF and Georgia 
Power are co-owners of a 143 M W  advance combustion turbine located at PEF’s Intercession City Unit P1 I (P11). Georgia Power has 
the exclusive right to the output of this unit during the months of June through September. PEF has that right for the remainder of the 
year. Otherwise, PEF has good and marketable title to its principal plants and important units, subject to the lien of its mortgage and 
deed of trust, with minor exceptions, restrictions and reservations in conveyances, as well as minor defects of the nature ordinarily 
found in properties of similar character and magnitude. PEF also owns certain easements over private property on which transmission 
and distribution lines are located. 

At December 31, 2005, PEF had approximately 5,000 circuit miles of transmission lines including 200 miles of 500 kV lines and 
about 1,500 miles of 230 kV lines. PEF also had approximately, 22,000 circuit miles of overhead distribution conductor and 13,000 
circuit miles of underground distribution cable. Distribution and transmission substations in service had a transformer capacity of 
approximately 16,OOO,OOO kVA in 682 transformers. Distribution line transformers numbered approximately 374,000 with an 
aggregate capacity of approximately 19,000,000 kVA. 

COAL AND SYNTHETIC FUELS 

The Coal and Synthetic Fuels business segment has an interest in six synthetic fuel entities. Five of the entities are majority owned and 
one is minority owned. These facilities are in six different locations in West Virginia and Kentucky. 

Through our subsidiaries, we own and operate a river terminal facility in eastern Kentucky, a railcar-to-barge loading facility in West 
Virginia, two bulk commodity terminals on the Kanawha River near Charleston, West Virginia, and a bulk commodity terminal on the 
Ohio River near Huntington, West Virginia. 

In connection with our coal operations, we own and operate surface and underground mines, coal processing and loadout facilities in 
southeastern Kentucky and southwestern Virginia. We control either directly or through our subsidiaries, demonstrated coal reserves 
located in eastern Kentucky and southwestern Virginia of approximately 47 million tons and control, through mineral leases, 
additional estimated coal reserves of approximately 5 8 million tons. The reserves controlled include substantial quantities of high 
quality, low-sulfur coal. Our total production of coal during 2005 was approximately 3.4 million tons. We ernploy both our own 
miners as well as contract miners in our mining activities. 

On November 14, 2005, our board of directors approved a plan to divest of five subsidiaries of Progress Fuels engaged in the coal 
mining business. The coal mining operations are expected to be sold by the end of 2006. As a result, we have classified the coal 
mining operations as discontinued operations in the accompanying consolidated financial statements for all periods presented (See 
Note 3A). 
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PROGRESS VENTURES 

At December 3 1, 2005, CCO had the following nonregulated generation plants in service. 

Commercial Configuration/ 
Operation Numberof MW 

Rowan Phase I Salisbury, 2001 Simple Cycle, 459 
N.C. 3 

DeSoto Units Arcadia, Fla, 2002 Simple Cycle, 320 
2 

E Combined 480 
ycle, 1 

Rowan Phase Salisbury, 2003 Combined 466 
TT N.C. Cvcle. 1 

- d  7 

2b Simple Cycle, 600 
4 

Total 3.100 

(a) Amounts represent CCO‘s sumrner rating. 

Our oil and gas production in 2005 was 24 Bcf equivalent. We have oil and gas leases in East Texas and Louisiana with total proven 
oil and gas reserves of approximately 325 Bcf equivalent. 

CORPORATE AND OTHER 

PT LLC provides wholesale telecommunications services throughout the Eastern United States. PT LLC incorporates more than 8,524 
route miles of fiber and 29 metro networks, including more than 200 points-of-presence, or physical locations where a presence for 
network access exists. 

On January 25, 2006, we signed a definitive agreement to sell PT LLC to Level 3 for a purchase price of approximately $137 million 
(See Note 25). 

ITEM 3. LEGAL PROCEEDINGS 

Legal proceedings are included in the discussion of our business in PART I, ITEM 1 under “Environmental,” and are incorporated by 
reference herein. For if discussion of certain other legal matters, see Note 23D. 

During 2005, we did not have any “reportable transactions” as defined under Section 601 1 of the Code nor did we incur any penalties 
related to failing to report such information on our tax returns. 

47 



ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECUNTY HOLDERS 

None 

The information called for by ITEM 4 is omitted for PEF pursuant to Instruction I(2)(c) to Form 10-K (Omission of 
Information by Certain Wholly Owned Subsidiaries). 

EXECUTIVE OFFICERS OF THE REGISTRANTS 

Name Age Recent Business Experience 

William D. Johnson 

Peter M. Scott III 

"Robert B. McGehee 62 

52 

56 

Chairman and Chief Executive Officer, Progress Energy, May 2004 
and March 2004, respectively, to present. Mr. McGehee joined 
Progress Energy (formerly Carolina Power & Light Company 
"CP&L") in 1997 as Senior Vice President and General Counsel. Since 
that time, he has held several senior management positions of 
increasing responsibility. Most recently, Mr. McGehee served as 
President and Chief Operating Officer, having responsibility for the 
day-to-day operations of OUT regulated and nonregulated businesses. 
Prior to that, Mr. McGehee served as President and Chief Executive 
Officer of Progress Energy Service Company, LLC. 

Before joining Progress Energy, Mr. McGehee chaired the board of 
Wise Carter Child & Caraway, a law firm headquartered in Jackson, 
Miss. He primarily handled corporate, contract, nuclear regulatory and 
employment matters. During the 1990s, he also provided significant 
counsel to US. companies on reorganizations, business growth 
initiatives and preparing for deregulation and other industry changes. 

President and Chief Operating Officer, Progress Energy, January 
2005 to present; Group President, PEC, January 2004 to present; 
Executive Vice President and Corporate Secretary, PEC, PEF, Progress 
Energy Service Company, LLC and Florida Progress November 2000 
to December 2003. Mr. Johnson has been with Progress Energy 
(formerly CP&L) since 1992 and served as Group President, Energy 
Delivery, Progress Energy, January 2004 to December 2004. Prior to 
that, he was President, CEO and Corporate Secretary, Progress Energy 
Service Company, LLC, October 2002 to December 2003. He also 
served as Executive Vice President - Corporate Relations & 
Administrative Services, General Counsel and Secretary of Progress 
Energy. Mr. Johnson served as Vice President - Legal Department and 
Corporate Secretary, CP&L from 1997 to 1999. 

Before joining Progress Energy, Johnson was a partner with the 
Raleigh office of Hunton & Williams, where he specialized in the 
representation of utilities. 

Executive Vice President and Chief Financial Officer, Progress 
Energy, May 2000 to present; and May 2000 to December 2003 and 
November 2005 to present; President and Chief Executive Officer, 
Progress Energy Service Company, LLC, January 2004 to present; 
Executive Vice President, PEC and PEF, May 2000 to present and 
CFO of PEC, PEF, FPC and Progress Energy Service Company, LLC, 
200 to 2003, and November 2005 to present. Mi. Scott has been with 
Progress Energy since May 2000. 

Before joining Progress Energy, Mr. Scott was the president of Scott, 
Madden & Associates, Inc., a general management consulting firm 
headquartered in Raleigh that he founded in 1983. The fm served 
clients in a number of industries, inchding energy and 
telecommunications. Particular practice area specialties for Mr. Scott 
included strategic planning and operations management. 

48 





Jeffiey M. Stone 45 Chief Accounting Officer and Controller, Progress Energy and FPC, 
June 2005 to present; Chief Accounting Officer PEC and PEF, June 
2005 to present; Vice President and Controller, Progress Energy 
Service Company, LLC, January 2005 and June 2005, respectively to 
present. Since 1999, Mr. Stone has served Progress Energy in a 
number of roles in corporate support including Vice President - Capital 
Planning and Control; Executive Director - Financial Planning & 
Regulatory Services, as well as in various management positions with 
Energy Supply and Audit Services. 

Prior to joining Progress Energy, Mr. Stone worked as an auditor with 
Deloitte & Touche in Charlotte, N.C. 

Donald K. Davis 

Fred N. Day TV 

60 Executive Vice President, PEC, May 2000 to present; President, 
Progress Fuels Corporation, March 2005 to present. Mr. Davis is also 
President and Chief Executive Officer, SRS, June 2000 to present and 
was President and Chief Executive Officer, NCNG, July 2000 to 
September 2003. Mr. Davis joined Progress Energy in May 2000 as 
Executive Vice President, Gas and Energy Services. 

Before joining 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 where 
he was responsible for two electric wholesale generating companies, 

62 President and Chief Executive Officer, PEC,November 2003 to 
present; Executive Vice President, PEF, November 2000 to present. 
Mr. Day oversees all aspects of Carolinas Delivery operations, 
including distribution and customer service, transmission, and products 
and services. He previously served as Executive Vice President, PEC 
and PEF. During his more than 30 years with Progress Energy 
(formerly CP&L), Mr. Day has held several management positions of 
increasing responsibility. He was promoted to Vice President - 
Western Region in 1995. 

"€3. William Habermeyer, Jr. 63 President and Chief Executive Officer, PEF, November 2000 to 
present. Mr. Habermeyer joined Progress Energy (formerly PEG) in 
1993 after a career in the US.  Navy. During his tenure with Progress 
Energy, Mr. Habermeyer has served as Vice President - Nuclear 
Services and Environmental Support; Vice President - Nuclear 
Engineering; and Vice President - Western Region. While overseeing 
Westem Region operations, Mr. Habermeyer was responsible for 
regional distribution management, customer support and community 
relations. 

In February 2006, MY. Habermeyer announced that he will retire in 
May 2006. 

C. S. Hinnant 61 Senior Vice President and Chief Nuclear Officer, PEC, June 1998 to 
present. Mr. Hinnant is also Senior Vice President and Chief Nuclear 
Officer, PEF, November 2000 and November 2005, respectively to 
present. Mr. Hinnant joined Progress Energy (fonnerly CP&L) in 1972 
at the Brunswick Nuclear Plant near Southport, N.C., where he held 
several positions in the startup testing and operating organizations. He 
left Progress Energy in 1976 to work for Babcock and Wilcox in the 
Commercial Nuclear Power Division, returning to Progress Energy in 
1977. Since that time, he has served in various management positions 
at three of Progress Energy's nuclear plant sites. 

49 



*Jeffrey J. Lyash 44 Senior Vice President, PEF, November 2003 to present. Mr. Lyash 
oversees all aspects of energy delivery operations for PEF. Prior to 
coming to PEF, Mr. Lyash was Vice President - Transmission in 
Energy Delivery in the Carolinas since January 2002. 

Mr. Lyash joined Progress Energy in 1993 and spent his frst eight 
years at the Brunswick Nuclear Plant in Southport, N.C. His last 
position at Brunswick was as Director of site operations. 

John R. McArthur 

E. Michael Williams 

Lloyd M. Yates 

50 Senior Vice President, General Counsel and Secretary of Progress 
Energy, January 2004 to present. Mr. McArthur oversees the Audit 
Services, Corporate Communications, Legal, Regulatory and 
Corporate Relations - Florida, and State Public Affairs departments, 
and the Environmental and Health and Safety sections. Mr. McArthur 
is also Senior Vice President and Corporate Secretary, FPC and PEC, 
and Senior Vice President, PEF and Progress Energy Service 
Company, LLC, January I 2004 and December 2002, respectively to 
present. Previously, he served as Senior Vice President - Corporate 
Relations (December 2002 to December 2003) and as Vice President - 
Public Affairs (December 2001 to December 2002). 

Before joining Progress Energy in December 2001, Mr, McArthur was 
a member of North Carolina Governor Mike Easley's senior 
management team, handling major policy initiatives as well as media 
and legal affairs. He also directed Govemor Easley's transition team 
after the election of 2000. 

From November of 1997 until November of 2000, Mr. McArthur 
handled state government affairs in 10 southeastem states for General 
Electric Co. Prior to joining General Electric Co., Mr. McArthur 
served as chief counsel in the North Carolina Attorney General's 
office, where he supervised utility, consumer, health care, and 
environmental protection issues. Before that, he was a partner at 
Hunton & Williams. 

57 Senior Vice President, PEC and PEF, June 2000 and November 2000, 
respectively, to present. 

Before joining Progress Energy in 2000, Mr. Williams was with 
Central and Southwest Corp., Inc. and subsidiaries for 28 years and 
served in various positions prior to becoming Vice President - Fossil 
Generation in Dallas. 

45 Senior Vice President, PEC, January 2005 to present. Mr. Yates is 
responsible for managing the four regional vice presidents in the PEC 
organization. He served PEC as Vice President - Transmission from 
November 2003 to December 2004. Mr. Yates served as Vice 
President - Fossil Generation for PEC from 1998 to 2003. 

Before joining Progress Energy in 1998, Mr. Yates was with PECO 
Energy, where he had served in a number of engineering and 
management roles over 16 years. His last position with PECO was as 
general manager - Operations in the power operations group. 
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*Mark F. Mulhern 46 President, Progress Energy Ventures, Inc., March 2005 to present. Mr. 
Mulhern is responsible for managing the Competitive Commercial 
Operations and Gas Operations groups of Progress Energy Ventures, 
Inc. He previously served Progress Energy Ventures, Inc. as Senior 
Vice President - Competitive Commercial Operations from January 
2003 to March 2005. He served Progress Energy as Vice President - 
Strategic Planning from November 2000 to March 2003. He also 
served as Vice President and Treasurer of PEC from June 1997 to 
November 2000. 

*Indicates individual is an executive officer of Progress Energy, Inc., but not PEC. 
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PART II 

PURCHASES OF EQUITY SECURITIES 

Propress Enern 

Progress Energy's Common Stock is listed on the New York Stock Exchange under the symbol PGN. The high and low intra-day 
stock sales prices for each quarter for the past two years, and the dividends declared per share are as follows: 

Dividends 

First Ouawter $45.33 $40.63 $0.590 

2004 

Fourth Ouarter 46.10 40.47 0.590 

The December 3 1 closing price of our Common Stock was $43.92 for 2005 and $45.24 for 2004. As of February 28, 2006, we had 
64,404 holders of record of Common Stock. 

Neither Progress Energy's Articles of Incorporation nor any of its debt obligations contain any restrictions on the payment of 
dividends. Our subsidiaries have provisions restricting dividends in certain limited circumstances (See Notes 1 OA and 12B). 

Issuer purchases of equity securities for fourth quarter of 2005 are as folIows: 

(a) 
Total Number 

of Shares 
(or Units) 

(b> 
Average 

Price Paid 
Per Share 

otal Number of Shares 

Part of Publicly 
Announced Plans or 

Units) Purchased as 

(4 
Maximum Number (or 
Approximate Dollar 
Value) of Shares (or 

Units) that May Yet Be 
Purchased Under the 

hovember 1 - November I I N/A I N/A 

I 367,475 1 $42.45 1 NfA NfA 

(1) At December 31, 2005, Progress Energy did not have any publicly announced plans or programs to purchase shares of its 
common stock. 
(2) All shares were purchased in open-market: transactions by the plan a h s t r a t o r  to satisfy share delivery requirements under the 
Progress Energy 401(k) Savings and Stock Ownership Plan (See Note 10B). 
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- PEC 

Since 2000, the Parent has owned all of PEC's common stock, and as a result there is no established public trading market for the 
stock. PEC has not issued or repurchased any equity securities since becoming a wholly owned subsidiary of the Parent. For the past 
three years, PEC has paid quarterly dividends to the Parent totaling the 
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amounts shown in PEC's Statements of Common Equity included in the financial statements in PART 11, ITEM 8. PEC has provisions restricting dividends in certain 
circumstances (See Notes 1 OA and 12B). PEC does not have any equity compensation plans under which its equity securities are issued. 

All shares of PEF's common stock are owned by Florida Progress, and as a result there is no established public trading market for the 
stock. PEF did not issue or repurchase any equity securities during 2005. During 2005, PEF paid no dividends to Florida Progress. 
During 2004 and 2003, PEF paid quarterly dividends to Florida Progress totaling the amounts shown in PEF's Statements of Common 
Equity included in the financial statements in PART 11, ITEM 8. PEF has provisions restricting dividends in certain circumstances 
(See Note 12). PEF does not have any equity compensation plans under which its equity securities are issued. 
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ITEM 6 .  SELECTED CONSOLIDATED FINANCIAL DATA 

The selected consolidated fmancial data should be read in conjunction with the consolidated fmancial statements and the notes thereto 
included elsewhere in this report. 

Promess Energy 

Years ended December 3 1 

Preferred stock of subsidiaries - not subject to mandatory 

II nhl i r rat innc 175 684 4 695 942 Short-ten, uussfiH 

(a) Operating results and balance sheet data have been restated for discontinued operations. 

(b) Includes long-term debt to affiliated trust of $270 million at December 3 1, 2005, 2004 and 2003 (See Note 24). 
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PEC 

Years Ended December 3 1 
(in millions) 2005 2004 2003 2002 200 1 

Ea" for common stock $ 458 $ 474 $ 428 $ 361 

Assets $ 11,502 $ 10,787 $ 10.938 $ 10.442 $ 10,640 

Capitalization 

Preferred stock - not subject to 
mandatory redemDtion 59 59 59 59 59 
Long-term debt, net 3,667 2,750 3,086 3,048 2,698 
Current nortion of long-term debt 300 300 600 

Total cadalization and total debt $ 6.928 $ 6,518 $ 6,711 $ 6.634 $ 6,761 

(a) Includes notes payable to affiliated companies, related to the money pool program, of $I  1 million, $1 16 million, $25 million and 
$48 million at December 3 1,2005,2004,2003 and 2001, 
respectively. 

PEF 

The information called for by ITEM 6 is omitted for PEF pursuant to Instruction I(2)(a) to Form 10-K (Omission of 
Information by Certain Wholly Owned Subsidiaries). 

- 
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 

The following combined Management’s Discussion and Analysis is separately filed by Progress Energy, Inc. (Progress Energy), 
Carolina Power 2k Light Company d/b/a Progress Energy Carolinas, Inc. (PEC) and Florida Power Corporation a l a  Progress Energy 
Florida, Inc. (PEF). Information contained herein relating to PEC and PEF individually is filed by such company on its own behalf. AS 
used in this report, Progress Energy [which includes Progress Energy, Inc. holding company (the Parent) and its regulated and 
nonregulated subsidiaries on a consolidated basis] is at times referred to as “we,” “our” or “us.” When discussing Progress Energy’s 
financial information, it necessarily includes the results of PEC and PEF (collectively, the Utilities). The term “Progress Registrants” 
refers to each of the three separate registrants: Progress Energy, PEC and PEF. 

The following Management’s Discussion and Analysis contains forward-looking statements that 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-loolung statements. Please review ITEM 1 A, “Risk Factors” and “SAFE HARBOR FOR FORWARD-LOOKING 
STATEMENTS” for a discussion of the factors that may impact any such forward-looking statements made herein. 

Management’s Discussion and Analysis should be read in conjunction with the Progress Energy Consolidated Financial Statements. 

PROGRESS ENERGY 

INTRODUCTION 

Our reportable business segments and their primary operations include: 

Progress Energy Carolinas (PEC) - primarily engaged in the generation, transmission, distribution and sale of electricity in 
portions of North Carolina and South Carolina; 

Progress Energy Florida (PEF) - primarily engaged in the generation, transmission, distribution and sale of electricity in a 
portion of Florida; 

Progress Ventures - engaged in the Competitive Commercial Operations (CCO) business that includes nonregulated electric 

activities primarily in Georgia, North Carolina and Florida, as well as in natural gas production (Gas) in Texas and Louisiana; 
generation operations and energy marketing 

and 

Coal and Synthetic Fuels - primarily engaged in coal tenninal services, fuel transportation and delivery, the production and sale 

operation of synthetic fuel facilities for third parties in Kentucky and West Virginia. 
of coal-based solid synthetic fuels and the 

The Corporate and Other segment includes businesses that do not meet the requirements for separate segment reporting disclosure. 
These businesses are engaged in other nonregulated business areas, including telecommunications, primarily in the eastem United 
States, energy services operations, holding company operations and Progress Energy Service Company, LLC (PESC) operations. 

In 2005, our presentation of reportable segments changed due to changes in the operations of certain businesses and the 
reclassification of our coal mining business as discontinued operations. These changes are consistent with the manner in which 
management currently reviews these operations. A summary of changes to our segment presentation is as follows: 1) report PEC‘s 
immaterial nonregulated subsidiaries that were previously included in the Corporate and Other category in the PEC segment; 2) report 
CCO and Gas operations together in the Progress Ventures segment; and 3) report the Synthetic Fuels operations together with the 
coal terminals businesses in the Coal and Synthetic Fuels segment. The Gas operations, coal terminals and synthetic hels operations 
were previously reported in the Fuels segment. In addition, prior to its divestiture in 2005, Rail Services was reported as a separate 
segment. For comparative purposes, 2004 and 2003 segment information has been restated to align with the 2005 reporting structure. 
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STRATEGY 

We are an integrated energy company, with our primary focus on the end-use and wholesale electricity markets. We operate in retail 
utility markets in the southeastern United States and in competitive electricity, gas and other fuels markets in the eastern United States. 
We are focused on the following key priorities: excelling in the daily fundamentals of our business, strengthening our financial 
flexibility and growth, preparing for future baseload capacity in our regulated service territories and improving the return on Progress 
Ventures. A summary of the significant financial objectives or issues impacting us, the Utilities and our nonregulated operations is 
addressed more fully in the following discussion. 

We have several key financial objectives, the first of which is to achieve sustainable eamings growih in OUT three core energy 
businesses, which include PEC, PEF and Progress Ventures (CCO and Gas). In addition, we seek to continue our track record of 
dividend growth, as we have increased OUT dividend for 18 consecutive years, and 30 of the last 31. We also seek to continue our 
efforts to enhance balance sheet strength and flexibility by reducing holding company debt through selected asset sales, operating cash 
flow, cash flow benefit from deferred synthetic fuel tax credits, and limited equity issuances under OUT Investor Plus and employee 
benefit plans. 

In the short term, our ability to achieve these objectives will be impacted by, among other things, cash flow available to reduce debt 
afier fmding capital expenditures and common dividends, commodity price risk, and increased environmental spending requirements. 
Our long-term challenges include escalating nonfuel and fuel operating costs, the need for sufficient earnings growth to sustain our 
track record of dividend growth, the potential for future regulation to address global climate change, the need for future baseload 
capacity in our regulated service territories and the scheduled expiration of Internal Revenue Code (the Code) Section 29/45K (Section 
29/45K) tax credit program for our synthetic fuels business at the end of 2007. 

OUT ability to meet these financial objectives is largely dependent on the earnings and cash flows of the Utilities. The Utilities 
contributed $748 million of our segment profit and generated approximately 100 percent of our consolidated cash flow from 
operations in 2005. In addition, ow Progress Ventures and Coal and Synthetic Fuels operations contributed $190 million of segment 
profit, of which $155 million represented synthetic he1 earnings. Partially offsetting the net income contribution provided by these 
businesses was a loss of $21 1 million recorded at Corporate and Other, primarily related to interest expense on holding company debt. 

Whle ow synthetic fuel operations currently provide significant net earnings that are scheduled to expire at the end of 2007 and are 
subject to various risks as described under the “Synthetic Fuel Tax Credits” section of OTHER MATTERS below, the associated cash 
flow benefits from synthetic fuels are expected to come in the future when deferred tax credits are ultimately utilized. The Code’s 
Section 29 (Section 29) credits that have been generated through December 3 1, 2005, but not yet utilized are currently carried forward 
indefinitely as alternative minimum tax credits and will provide positive cash flow when utilized. At December 3 1, 2005, the amount 
of these deferred tax credits was $922 milIion. See Note 23D and ITEM 1A “Risk Factors” for additional information on our synthetic 
fuel operations. 

Our total debt to total capitalization ratio ftom the Consolidated Balance Sheet is 57.7 percent at the end of 2005, which represents a 
slight increase over 2004, primarily due to the under-recovery of fuel costs at the Utilities during 2005 driven by rising commodity 
costs. We seek to improve this ratio through a reduction in total debt with proceeds from asset sales, recovery of storm costs incurred 
in Florida during 2004, fuel cost recovery, operating cash flow and growth in equity from retained earnings and limited ongoing equity 
issuances. We expect total capital expenditures to be approximately $1.8 billion in 2006 and $1.7 billion in 2007, primarily related to 
the Utilities’ operations. 

The Parent’s ratings outlook was changed to “stable” from “negative” in November 2005 by Standard & Poor’s (S&P). S&P cited the 
resolution of several regulatory issues in Florida and the expectation of increased likelihood that our financial performance will 
improve over the next two years in its ratings action. Moody‘s Investors Service, Inc. (Moody’s) has had a “negative” outlook for the 
Parent since October 2004 and Fitch Rating’s outlook for the Parent has been “stable” since February 2003. See “Credit Rating 
Matters” and “Guarantees” Section under FUTURE LIQUIDITY AND CAPITAL RESOURCES below and ITEM lA, “Risk Factors” 
for more information 
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regarding the potential impact on our financial condition and results of operations resulting from a ratings downgrade. 

REGULATED UTILITIES 

The Utilities' earnings and operating cash flows are heavily influenced by weather, the economy, demand for electricity related to 
customer growth, actions of regulatory agencies, cost controls, the timing of recovery of fuel costs, and storm damage. 

The Utilities operate in the Southeast, one of the fastest growing regions of the country, and had a net increase of approximately 
60,000 customers over the past year. The Utilities' customers set several peak demand records during the s m e r  of 2005. In recent 
years, lower industrial sales mainly related to weakness in the textile sector at PEC have reduced the rate of revenue growth. We do 
not expect any significant improvement or further degradation in industrial sales in the near term. These combined factors under 
normal weather conditions are expected to contribute approximately 2 percent annual retail kilowatt-hour (kWh) sales growth at PEC 
and approximately 2.5 percent to 3 percent annual retail kwh sales growth at PEF through at least 2008. The Utilities must continue to 
invest significant capital in additional energy conservation and efficiency programs, development and deployment of new energy 
technologies, and new generation, transmission and distribution facilities to support this load growth. Subject to regulatory approval, 
these investments are expected to increase the Utilities' rate base, upon which additional return can be realized that creates the basis 
for long-term earnings growth in the utilities. We will meet this load growth through the previously planned approximately 500 MW 
combined cycle unit at PEF's Hines Energy Complex in 2007 and an approximately 150 MW dual-fuel combustion turbine plant at 
PEC in 2008. The Utilities also seek to grow their regulated wholesale business through targeted contract renewals and origination 
opportunities. 

Meeting the anticipated growth within the Utilities' service territories will require a balanced solution. We are advocating energy 
conservation and efficiency and pursuing new energy technologies to help meet the expected growth in demand. We estimate that we 
will require new baseload generation facilities in both Florida and the Carolinas by the middle of the next decade and are evaluating 
all of the best available options for this generation, including advanced design nuclear and clean coal technologies. The considerations 
that will factor into this decision include construction costs, fuel diversity, transmission and site availability, environmental 
compliance, and our ability to obtain financing, See "'Nuclear Matters" Section under OTHER MATTERS for additional information. 

The EPA issued two significant air quality regulations in March 2005 that affect OUT fossil fuel-fired generating facilities, the Clean 
Air Interstate Rule (CAIR) and Clean Air Mercury Rule (CAMR). Including estimated costs for CAIR and CAMR, we currently 
estimate total fbture capital expenditures for the Utilities to comply with current environmental laws and regulations addressing air 
and water quality, a portion of which are eligible for regulatory recovery, to be in excess of $1.0 billion each at PEC and PEF, 
respectively, through 20 18, which is the latest emission reduction deadline. 

The Utilities are allowed to recover prudently incurred fuel costs through the fuel portion of our rates, which are adjusted annually in 
each state. We are focused on mitigating the impact of rising fuel prices since the under-recovery of fuel costs impacts ow cash flows, 
interest and leverage, and rising fuel costs and higher rates also impact customer satisfaction. Our efforts to mitigate these high fuel 
costs include OUT diverse generation mix, staggered fuel contracts and hedging, and supplier and transportation diversity. 

While the Utilities expect retail sales growth in the future, they are facing rising costs, We implemented a cost-management initiative 
in 2005, which we expect to permanently reduce by $75 million to $100 million the projected growth in our annual nonfuel operation 
and maintenance (O&M) costs by the end of 2007. See "Cost-Management Initiative" under RESULTS OF OPERATIONS €or more 
information. The Utilities expect total capital expenditures for maintenance and growth requirements to be approximately $1.6 billion 
in 2006 and $1.5 billion in 2007. Operating cash flows from the Utilities are expected to be sufficient to fund their maintenance capital 
spending and dividends to the Parent in 2006 and 2007. 

The Utilities successfully resolved major state regulatory issues in 2005, including an agreement on base rates in Florida, storm cost recovery in Florida and fuel 
recovery filings in South Carolina, North Carolina and Florida. The 
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Utilities continue to monitor progress toward a more competitive environment. No retail electric restructuring legislation has been 
introduced in the jurisdictions in which PEC and PEF operate. As part of the Clean Smokestacks Act in North Carolina (Clean 
Smokestacks Act), PEC is operating under a base rate freeze in North Carolina through 2007. The PET; base rate settlement extends 
through 2009. See Note 7 for further discussion of the Utilities’ retail rates. 

NONREGULATED BUSINESSES 

Our primary nonregulated businesses are Progress Ventures and Coal and Synthetic Fuels. 

Cash flows and earnings of Progress Ventures are impacted largely by the ability to obtain additional term contracts or sell energy on 
the spot market at favorable terms, the cost of fuel and purchased power, and the volumes and prices of natural gas sales. Earnings of 
Coal and Synthetic Fuels are impacted largely by the volume of synthetic fuel produced and tax credits generated, and volumes and 
prices of coal terminal sales. 

We expect an excess of peaking and mid-market generation supply in the Georgia wholesale electric energy market in which we 
compete for the next several years. During 2005, CCO began sewing additional full-requirements wholesale power contracts at fixed 
prices with cooperatives in Georgia and currently serves approximately one-third of the Georgia cooperative market. CCO 
experienced a decrease in margins in 2005 due to expiration of above-market tolling agreements at the end of 2004 and higher fuel and 
purchased power costs in 2005. Continued volatility in both the commodity prices used to serve the customer load and the cooperative 
energy demand could further decrease the margins on these contracts and negatively impact our future results of operations. CCO has 
contracts for its planned production capacity, which includes callable resources from the cooperatives, of approximately 8 6 percent €or 
2006, 8 1 percent for 2007 and 84 percent for 2008. CCO will continue to seek opportunities to optimize our nonregulated generation 
portfolio. 

We plan to continue to develop ow natural gas production asset base as a long-term economic hedge for our nonregulated generation 
fuel needs. During 2006, CCO and Gas have entered into an intercompany hedge to formalize this economic relationship. While high 
fuel prices increase both peak and off-peak power prices and have a negative impact on our full-requirements contracts with the 
Georgia cooperatives, our natural gas production business benefits from these higher gas prices. We seek to continue our strategy of 
investing and growing our proven natural gas reserves to optimize the value of this business. 

We have committed to a plan of disposal of our coal mining business and have classified these operations as discontinued operations 
in the accompanying financial statements. As of December 31, 2005, the carrying value of long-lived assets of the coal mining 
business was $73 million. 

Through our subsidiaries, we are a majority owner in five entities and a minority owner in one entity that own facilities that produce 
coal-based solid synthetic fuel as defined under the Internal Revenue Code. The production and sale of the synthetic fuel from these 
facilities qualify for tax credits under Section 29/45K if certain requirements are satisfied, including a requirement that the synthetic 
fuel differs significantly in chemical composition from the coal used to produce such synthetic fuel and that the fuel was produced 
from a facility that was placed in service before July 1, 1998. The tax credits associated with future synthetic fuel production may be 
phased out if market prices for crude oil exceed certain prices. See additional discussion of synthetic fuel tax credits in Note 23D and 
in ITEM lA, “fisk Factors.” 

The Progress Registrants are subject to various risks. For a complete discussion of these risks, see the ITEM 1 A, “Risk Factors.” 

RESULTS OF OPERATIONS 

In this section, earnings and the factors affecting earnings are discussed. The discussion begins with a summarized overview of our 
consolidated earnings, whch is followed by a more detailed discussion and analysis by business segment. 
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OVERVIEW 

FOR 2005 AS COMPARED TO 2004 AND 2004 AS COMPARED TO 2003 

For the year ended December 31, 2005, our net income was $697 million or $2.82 per share compared to $759 million or $3.13 per 
share for the same period in 2004. The decrease in net income as compared to prior year was due primarily to: 
000 Postretirement and severance charges related to the cost-management initiative. 

000 Discontinued operations and loss on disposal of Progress Rail Services Corporation (Progress Rail). 

000 The change in accounting estimates for certain capital costs in our distribution operations (Energy Delivery). 

Decreased nonregulated generation earnings. 

ODU Gain on the disposition of certain Winchester Production Company, Ltd. (Winchester Production) assets in 2004. 

*[3n The write-off of unrecoverable storm costs at PEF. 

Partially offsetting these items were: 
000 Increased synthetic fuel earnings. 

000 Customer growth at the Utilities. 

000 Favorable weather at the Utilities. 

Increased wholesale sales at the Utilities. 

OT]D Gain recorded on the sale of distribution assets at PEF. 

For the year ended December 31, 2004, our net income was $759 million or $3.13 per share compared to $782 million or $3.30 per 
share for the same period in 2003. The decrease in net income as compared to prior year was due primarily to: 
0017 Reduction in synthetic he1 earnings due to lower synthetic fuel sales as a result of hurricanes during 2004. 

Decreased excess generation wholesale sales, primarily at PEC. 

Increased O&M expenses at PEC. 

Recording of litigation settlement reached in the civil suit by Strategic Resource Solutions (SRS). 

Decreased nonregulated generation earnings. 

Reduction in revenues due to customer outages at PEF associated with the hurricanes. 

Increased interest charges due to the reversal of interest expense for resolved tax matters in 2003. 

Partially offsetting these items were: 
000 Favorable weather in the Carolinas. 

Reduction in revenue sharing provisions at PEF. 



Favorable customer growth at the Utilities. 

000 Increased margins as a result of the allowed return on the Hines Unit 2 at PEF. 

000 Increased earnings for natural gas operations, whch include the gain recorded on the disposition of certain Winchester 
Production assets. 

en0 Increased earnings recorded for discontinued operations. 

mu0 Unrealized gains recorded on contingent value obligations (CVOs). 

000 Reduction in impairments recorded for an investment portfolio and long-lived assets. 

eon Reduction in losses recorded for changes in accounting principles. 

Basic earnings per share decreased in both 2005 and 2004 due in part to the factors outlined above. Dilution related to issuances under 
our Investor Plus and employee benefit programs in 2005 also reduced basic earnings per share by $0.05 in 2005. Dilution related to 
issuances under our Investor Plus and employee benefit programs in 2004 also reduced basic earnings per share by $0.06 in 2004 as 
compared to 2003. 
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Our segments contributed the following profit or loss from continuing operations: 

(in millions) 2005 Change 2004 Change 2003 

PEF 258 1751 333 38 295 
Progress Ventpres 21 (60j 81 27 54 

Discontinued operations. net of tax 1611 30 35 ~ 

1 \ ,  

Cumulative effect of changes in 
accounting principles 1 1 24 (24) 
Net income $ 697 $ (621 $ 759 $ (23) $ 782 

Cost-Manwement Initiative 

On February 28, 2005, we approved a workforce restructuring that resulted in a reduction of approximately 450 positions. The cost- 
management initiative is designed to permanently reduce by $75 million to $100 million our projected growth in annual O&M 
expenses by the end of 2007. Although we still expect nonfuel O&M expenses to grow, the cost-management initiative will lower that 
rate of growth and we remain on track to meet the annual target of $75 million to $100 million by the end of 2007. In addition to the 
workforce restructuring, the cost-management initiative included a voluntary enhanced retirement program. In connection with this 
initiative, we incurred approximately $164 million of pre-tax charges for severance and postretirement benefits during the year ended 
December 31, 2005. We do not expect to incur any similar charges during 2006. The severance and postretirement charges are 
primarily included in O&M expense on the Consolidated Statements of Income and will be paid over time. See Note 17 for additional 
idormation on the cost-management initiative. 

PROGRESS ENERGY CAROLINAS 

PEC contributed segment profits of $490 million, $458 million and $502 million in 2005, 2004 and 2003, respectively. The increase in 
profits for 2005 as compared to 2004 is primarily due to increased revenue from customer growth, the favorable impact of weather, 
increased wholesale margins primarily due to an increase in excess generation revenues and lower depreciation and amortization 
expense. These were partially offset by higher O&M charges primarily due to postretirement and severance charges related to the cost- 
management initiative and an increase in expenses charged to other, net. 

The decrease in profits for 2004 as compared to 2003 was primarily due to higher O&M charges and lower wholesale revenues 
partially offset by the favorable impact of weather, increased revenues from customer growth and a reduction in investment losses and 
impairment charges compared to the prior year. 
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REVENUES 

PEC's electric revenues and the percentage change by year and by customer class were as follows: 

(in millions) 
Customer Class 2005 %Change 2004 %Change 2003 
Residential $1,422 <4 $ 1,324 <2 $ 1,259 
Commercial 940 5.9 888 4.5 850 
Industrial 684 3.8 659 3.6 636 
Govemmental 87 6.1 82 3.8 79 
Total retail revenues 3,133 6.1 2,953 4.6 2$24 
Wholesale 759 32.0 575 (14.31 687 

. I  

Unbilled 4 10 (6) 
Miscellaneous 94 4.4 90 7.1 84 
Total electric revenues 3,990 10.0 3,628 1.1 3,589 
Less: 
Pass-through fuel 
revenues (1 .I 861 - (929'1 - 1894) 

\ - , - -  -, \ I  \ I  

Revenues excluding fuel $2,804 3.9 $2,699 - $ 2,695 

PEC's electric energy sales and the percentage change by year and by customer class were as follows: 

(in thousands of MWh) 
Customer Class 2005 %Change 2004 %Change 2003 

Y v 

Residential 16,664 4.1 16,003 4.7 15,283 
Commercial 13.313 2.3 13,019 3.7 12.557 
Industrial 12,716 (2.5) 131036 2.3 12;749 
Governmental 1,410 (1.5) 1,431 1.6 1,408 

Wholesale 15.673 18.5 13.222 (14.8) 15.518 

Total MWh sales 59,541 4.8 56,802 (1.2) 57,471 

PEC's revenues, less recoverable fuel costs of $1.186 billion and $929 million for 2005 and 2004, respectively, increased $105 
million. The increase in revenues was due primarify to increased retail revenues of $22 million as a result of favorable weather, with 
cooling degree days 6 percent above prior year. Retail customer growth contributed an additional $46 million in revenues in 2005. 
PEC's retail customer base increased as approximately 30,000 net new customers were added in 2005. Wholesale revenues, excluding 
fuel revenues, increased $37 million when compared to $3 11 million in 2004. The increase in PEC's wholesale revenues in 2005 from 
2004 is primarily the result of increased excess generation sales. Revenues for 2005 included strong sales to the mid-Atlantic United 
States as a result of favorable market conditions. In addition, higher contracted capacity compared to 2004 further increased wholesale 
revenues. 

PEC's revenues, less recoverable fuel costs of $929 million and $894 million for 2004 and 2003, respectively, increased $4 million. 
The increase in revenues was due primarily to increased retail revenues of $35 million as a result of favorable weather, with cooling 
degree days 16 percent above prior year. Retail customer growth contributed an additional $55  miIlion in revenues in 2004. PEC's 
retail customer base increased as approximately 26,000 net new customers were added in 2004. The increase in retail revenues was 
offset partially by lower wholesale revenues. Wholesale revenues, excluding recoverable fuel revenues, decreased $82 million when 
compared to $393 million in 2003, The decrease in PEC's wholesale revenues in 2004 from 2003 is primarily the result of reduced 
excess generation sales. Revenues for 2003 included strong sales to the northeastern United States as a result of favorable market 
conditions, In addition, lower contracted capacity compared to 2003 M h e r  reduced wholesale revenues. The remaining reduction in 
wholesale revenues was attributable to an inelastic power market. Whle the cost of fuel continued to rise, the power market prices did 
not respond as quickly to the he1 increases. The 
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differentiai between fuel cost and market price limited opportunities to enter the market. Also, during 2003 and 2004, several contracts expired or were renegotiated at 
lower prices. 

Fuel-adjusted industrial revenues decreased in 2005 when compared to 2004 primarily due to the reduction in textile manufacturing in 
the Carolinas and lower demand for both pulp and paper products. Fuel-adjusted industrial revenues increased in 2004 when compared 
to 2003 due to a general industrial slowdown in 2003. Decreases in the textile industry and the chemical industry were among the 
most significant. This declining trend leveled out in 2004 as industrial sales increased in the primary and fabricated metal, chemicals, 
lumber and food industries. 

EXPENSES 

Fuel and Purchased Power 

Fuel and purchased power costs represent the costs of generation, which include fuel purchases for generation, as well as energy 
purchased in the mrket  to meet customer load. Fuel and purchased power expenses are recovered primarily through cost recovery 
clauses, and, as such, changes in these expenses do not have a materia1 impact on earnings. The difference between fuel and purchased 
power costs incurred and associated fuel revenues that are subject to recovery is deferred for future collection or refund to customers. 

Fuel and purchased power expenses were $1.390 billion for 2005, which represents a $253 million increase compared to the same 
period in the prior year. Fuel used in electric generation increased $200 million to $1.036 billion compared to the prior year. This 
increase is due to a $308 million increase in fuel used in generation due to higher fuel costs, a change in generation mix and increased 
volume. Higher fuel costs are being driven primarily by an increase in coal and natural gas prices. Outages at several facilities during 
the year resulted in increased combustion turbine generation, which has a higher average fuel cost. See ITEM 1, “Fuel and Purchased 
Power” of ELECTRIC-PEC for a summary of average fuel costs. The increase in fuel used in generation is offset by a reduction in 
deferred fuel expense as a result of the under-recovery of current period fuel costs. Purchased power expenses increased $53 million to 
$354 million compared to prior year. The increase in purchased power is due primarily to a change in volume partially offset by a 
decrease in price. 

Fuel and purchased power expenses were $1.137 billion for 2004, which represents a $16 million increase compared to the same 
period in 2003. Fuel used in electric generation increased $1 1 million to $836 million compared to the same period in 2003. This 
increase was due to a $78 million increase in fuel used in generation due to hgher fuel costs and a change in generation mix. Higher 
fuel costs were driven primarily by an increase in coal prices. Outages at several facilities during the year resulted in increased 
combustion turbine generation, which has a higher average fuel cost. See Part I, ITEM 1, “Fuel and Purchased Power” of ELECTRIC- 
PEC for a s-ry of average fuel costs. The increase in he1 used in generation is offset by a reduction in deferred fuel expense as a 
result of the under-recovery of fuel costs during 2004. Purchased power expenses increased $5 million to $301 million compared to 
prior year. The increase in purchased power is due primarily to an increase in price. 

Operation and Maintenance 

O&M expenses were $941 million for 2005, which represents a $70 million increase compared to 2004. This increase is driven 
primarily by current year postretirement and severance expenses related to the cost-management initiative. Postretirement and 
severance expenses related to the cost-management initiative increased O&M expenses by $53 million during 2005. This increase 
included $55 million of current year charges compared to prior year expenses, which included $2 million related to a separate 
initiative. In addition, O&M expenses increased $26 million related to the change in accounting estimates for certain Energy Delivery 
capital costs (See Note 7F), $25 million for higher emission allowance expenses, $16 million related to pension expenses and $6 
million related to Hurricane Ophelia storm restoration costs in 2005. These unfavorable items were partially offset by decreased plant 
outage costs of $12 million compared to 2004, whch included an additional nuclear plant outage, $8 million of lower health and life 
benefit expenses and a $6 million reduction of surplus inventory expense. In addition, results for 2004 included $19 million of costs 
associated with an ice storm that impacted the Carolinas service territory in the first quarter of 2004 and Hurricanes Charley and Ivan 
that impacted the Carolinas service territory in the third quarter of 2004. 
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O&M expenses were $871 million for 2004, which represented an $89 million increase compared to 2003. This increase was driven 
primarily by higher outage costs and storm costs in 2004 than in 2003. Outages increased U&M costs by $29 million primarily due to 
an increase in the number and scope of nuclear plant outages in 2004. In addition, costs associated with restoration efforts after severe 
storms increased O&M expense $19 million. Storm costs for 2004 included costs related to an ice storm and Hurricanes Charley and 
Ivan in the North Carolina service territory. PEC also incurred storm costs in 2003; however, PEC requested and the North Carolina 
Utilities Commission (NCUC) approved deferral of these costs. PEC did not seek to defer costs associated with any storms in its North 
Carolina service territory for 2004. O&M expenses also increased $9 million due to hgher salary- and benefit-related expenditures. In 
addition, O&M charges in 2003 were favorably impacted by $16 million related to the retroactive realIocation of PESC costs. 

Depreciation and Amortization 

Depreciation and amortization expense was $561 million for 2005, whrch represents a $9 million decrease compared to 2004. This 
decrease is attributable primarily to the Clean Smokestacks Act amortization decrease of $27 million to $147 million in 2005 
compared to amortization of $174 million in 2004. This was partially offset by higher depreciation expense of $17 million for assets 
placed in service, 

Depreciation and amortization expense was $570 million for 2004, which represents an $8 million increase compared to 2003. This 
increase was attributable primarily to the impact of the Clean Smokestacks Act. Clean Smokestacks Act amortization increased $100 
million to $174 million in 2004 compared to amortization of $74 million in 2003. Depreciation expense also increased $9 million for 
assets placed in service. These increases were partially offset by a reduction in depreciation expense related to depreciation studies 
filed during 2004. During 2004, PEC met the requirements of both the NCUC and the Public Service Commission of South Carolina 
(SCPSC) for the implementation of a depreciation study that allowed the utility to reduce the rates used to calculate depreciation 
expense. The annual reduction in depreciation expense is approximately $82 million compared to 2003. The reduction is due primarily 
to extended lives at each of PEC's nuclear units. The new rates became effective January 2004. 

Tuxes Other than oy1 Income 

Taxes other than on income were $178 million for 2005, which represents a $5 million increase compared to the prior year. This 
increase is due primarily to higher payroll taxes of $5 million and an increase in gross receipts taxes of $2 million related to an 
increase in revenues partially offset by a 2004 adjustment related to the prior year. These were partially offset by a $2 million 
reduction in property taxes due to the settlement of a South Carolina property tax issue in 2004. 

Taxes other than on income were $173 million for 2004, which represents an $1 1 million increase compared to 2003. Ths  increase is 
due primarily to an increase in gross receipts taxes of $8 million related to an increase in revenues and a 2004 adjustment related to the 
prior year. The remaining variance in other taxes is due to an increase in property taxes of $7 million due to higher property appraisals 
partially offset by a reduction in payroll taxes of $4 million. 

Impa irm eri t of In vestments 

Impairment of investments was a loss of $1 million in 2005, zero in 2004 and a loss of $2 1 million in 2003. The loss in 2003 is due to 
impairments and an estimated loss on sale related to the Affordable Housing portfolio held by the nonutility subsidiaries of PEC (See 
Note 9). 

Other, Net 

Other, net was $14 million, $1 million and $19 million of expense far 2005,2004 and 2003, respectively. The $13 million increase in 
expense for 2005 was primarily due to a $16 million indemnification liability recorded for estimated capital costs expected to be 
incurred in excess of the maximum billable costs to the joint owner associated 
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with the Clean Smokestacks Act (See Note 22B) and $4 million related to an audit settlement with the Federal Energy Regulatory Commission (FERC). These were 
partially offset by a $7 million write-off of nontrade receivables in 2004. 

Income Tax Expense 

Income tax expense was $239 million, $239 million and $241 million in 2005, 2004 and 2003, respectively. Fluctuations in income 
taxes are primarily due to changes in pre-tax income. 

Cumulative Effect qf Changes in Accountin2 Princldes 

In 2003, PEC recorded cumulative effect of changes in accounting principles due to the adoption of a new accounting pronouncement. 
This adjustment totaled to a $23 million after-tax loss due primarily to the new Financial Accounting Standards Board (FASB) 
guidance related to the accounting for the purchase power contract with Broad kver  LLC (See Note 18A). This amount is not 
included in PEC's segment profit for 2003. 

PROGRESS ENERGY FLORIDA 

PEF contributed segment profits of $258 million, $333 million and $295 million in 2005,2004 and 2003, respectively. The decrease in 
2005 profits is primarily due to higher O&M expenses (as a result of postretirement and severance costs, the change in accounting 
estimates for certain Energy Delivery capita1 costs, the write-off of unrecovered storm costs and costs associated with outages) and 
lower average usage per retail customer partially offset by the favorable impact of weather, hgher wholesale sales, the gain on the sale 
of the distribution system serving Winter Park, Fla. (Winter Park), and favorable retail customer growth. 

Profits for 2004 increased due to favorable customer growth, a reduction in the provision fox revenue sharing, favorable wholesale 
revenues, the additional return on investment on the Hines Unit 2 and reduced O&M expenses. These items were partially offset by 
unfavorable weather, a reduction in revenues related to the hurricanes, increased interest expense and increased depreciation expense 
from assets placed in service. 

REVENUES 

PEF's electric revenues and the percentage change by year and by customer class were as follows: 

(in millions) 
- - _  
Customer Class 

Commercial 948 11.1 853 15.3 740 

Governmental 242 14.7 21 1 181 

Total retail revenues 3.474 11.6 3.1 13 11.3 

Unbilled 7 
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PEF’s electric energy sales and the percentage change by year and by customer class were as follows: 

(in thousands of MWh) 

~~ 

Commercial 11.945 I .8 11.734 1.6 1 1.553 
7 -  _ _  

4,149 .7 4,069 1.7 4,000 
Governmental 3.1 98 5.1 3.044 2.4 2,974 

W ha1 esale 5464  7.1 5.101 18.0 4.323 

Total Mwh sales 44.436 1.8 43.653 2.7 4 2 s  12 

PEF‘s revenues, excluding recoverable fuel and other pass-through revenues of $2.385 billion and $2.007 billion for 2005 and 2004, 
respectively, increased $52 million. The increase in revenues is due in part to favorable current year weather of $16 million with 
cooling degree days 11 percent hgher than the prior year, Retail customer growth contributed an additional $21 million as 
approximately 30,000 net new customers (on average) were added as of December 3 1,2005, cornpared to the prior year, and there was 
a significant reduction in hunicane-related customer outages compared to 2004. This growth in retail revenues was offset by lower 
retail revenues of $10 million in the Winter Park area due to the sale of the related distribution system in 2005 and an $8 million 
decline in average use per customer. Wholesale revenues net of fuel increased $18 million attributed to new contracts, including the 
service to Winter Park resulting from the switching of the sales to these customers from retail to wholesale. Revenues were also 
favorably impacted by a reduction in the provision for revenue sharing of $10 million and higher miscellaneous revenues of $6 
million. 

PEF’s revenues, excluding recoverable fuel and other pass-through revenues of $2.007 billion and $1.692 billion for 2004 and 2003, 
respectively, increased $58 million. This increase was due primarily to favorable customer growth, which increased revenues $34 
million. PEF had a net average increase of 37,000 retail customers compared to prior year. Revenues were also favorably impacted by 
a $24 million reduction in the provision for revenue sharing. Results for 2003 included an additional rehnd of $18 million related to 
the 2002 revenue sharing provision as ordered by the Florida Public Service Commission (FPSC) in July 2003. In addition, improved 
wholesale sales, net of fuel, increased revenues by $1 1 million. These increases were partially offset by the approximately $12 million 
reduction in revenues related to customer outages for Hurricanes Charley, Frances and Jeanne and the $10 million impact of milder 
weather in the current year. Included in fuel revenues is the recovery of depreciation and capital costs associated with the Hines Unit 
2, which was placed into service in December 2003 and contributed $36 million in additional revenues in 2004. The recovery of the 
Hines Unit 2 costs through the fuel clause is in accordance with the 2002 rate stipulation (See Note 7C). 

EXPENSES 

Fuel and Purchased Power 

Fuel and purchased power costs represent the costs of generation, which include fuel purchased for generation, as well as energy 
purchased in the market to meet customer load. Fuel and purchased power expenses are recovered primarily through cost recovery 
clauses, and, as such, changes in these expenses do not have a material impact on earnings. The difference between h e 1  and purchased 
power costs incurred and associated fuel revenues that are subject to recovery is deferred for future collection or refund to customers. 

Fuel and purchased power expenses were $2.017 billion in 2005, whch represents a $275 million increase compared to 2004. This 
increase is due to increases in fuel used in electric generation and purchased power expenses of $148 million and $127 million, 
respectively. Higher system requirements and increased fuel costs in the current year account for $342 million of the increase in fuel 
used in electric generation. See ITEM 1 , “Fuel and Purchased Power” of ELECTRIC-PEF for a summary of average fuel costs. The 
increase in fuel used in generation is offset by 
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a reduction in deferred fuel expense as a result of the under-recovery of current period fuel costs. Purchased power increased primarily due to higher prices of purchases 
in the current year as a result of increased fuel costs. 

Fuel and purchased power expenses were $1.742 billion in 2004, which represents a $306 million increase compared to 2003. This 
increase is due to increases in fuel used in electric generation and purchased power expenses of $305 million and $1 million, 
respectively. Higher system requirements and increased he1 costs in the current year account for $87 million of the increase in fuel 
used in electric generation. See Part I, ITEM 1, “Fuel and Purchased Power” of ELECTRIC-PEF for a summary of average fuel costs. 
The remaining increase is due to the recovery of fuel expenses that were deferred in the prior year, partially offset by the deferral of 
current year under-recovered fuel expenses. 

Operation and Maintenance 

O&M expenses were $852 million in 2005, which represents a $222 million increase when compared to the prior year. Postretirement 
and severance costs associated with the cost-management initiative increased O&M costs by $102 million during 2005. In addition, 
PEF wrote off $17 million of unrecoverable storm costs associated with the 2004 hurricanes (See Note 7C). O&M expense also 
increased $37 million primarily related to the change in accounting estimates for certain Energy Delivery capital costs (See Note 7F) 
and increased $26 million due to hgher environmental cost recovery expenses (primarily emission allowances). The environmental 
cost recovery expenses are pass-through expenses and have no material impact on earnings. The remaining increase in O&M expense 
is attributable to $9 million of expenses related to outages in the current year, an $8 million workers compensation benefit adjustment 
recorded in 2005, $6 million related to regional transmission organization (RTO) liability and offsetting expense associated with prior 
recoveries of revenues for GridFlorida RTO startup costs that were previously deferred, and $5 million of additional bad debt expense. 

O&M expenses were $630 million in 2004, which represents a $10 million decrease when compared to the prior year. This decrease is 
primarily related to favorable benefit-related costs of $16 million, primarily due to lower pension costs, which resulted from improved 
pension asset performance. 

Depvec iatiorz and Amor t izatio n 

Depreciation and amortization expense was $334 million for 2005, which represents an increase of $53 million when compared to the 
prior year, primarily due to the amortization of $50 million in storm costs that began in August 2005 (See Note 7C). S tom cost 
amortization is a pass-through expense and has no impact on earnings. 

Depreciation and amortization expense was $281 million for 2004, which represents a decrease of $26 million when compared to the 
prior year, primarily due to the amortization of the Tiger Bay regulatory asset in the prior year. The Tiger Bay regulatory asset, for 
contract termination costs, was recovered pursuant to an agreement between PEF and the FPSC approved in 1997, The amortization of 
the regulatory asset was calculated using revenues collected under the fuel adjustment clause; as such, fluctuations in this expense did 
not have an impact on earnings. During 2003, Tiger Bay amortization was $47 million. The Tiger Bay asset was fully amortized in 
September 2003. The decrease in Tiger Bay amortization was partially offset by additional depreciation for assets placed in service, 
including depreciation for Hines Unit 2, of approximately $9 million. This depreciation expense is being recovered through the fuel 
cost recovery clause as allowed by the FPSC. See discussion of the return on Hines Unit 2 in the revenues analysis above. 

Taxes Other than on Income 

Taxes other than on income were $279 million in 2005, which represents an increase of $25 million compared to the prior year. Ths 
increase is due to increases in gross receipts and franchise taxes of $8 million each, related to an increase in revenues, a $5 million 
increase in payroll taxes and an increase in property taxes of $3 million. Gross receipts and franchise taxes are pass-through expenses 
and have no impact on earnings. 

Taxes other than on income were $254 million in 2004, which represents an increase of $13 million compared to 2003. This increase 
is due to increases in gross receipts and franchise taxes of $8 million and $7 million, 
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respectively, related to an increase in revenues and an increase in property taxes of $5 million due to increases in property placed in service and tax rates. These 
increases were partially offset by a reduction in payroll taxes of $7 million. 

Interest Expense 

Interest charges, net were $126 million in 2005, which represents an increase of $12 million compared to the prior year. The increase 
in interest expense is primarily due to increased commercial paper borrowings and increased interest expense on long-term debt. 

Interest charges, net were $114 million in 2004, which represents a $23 million increase compared to 2003. The fluctuation was 
primarily due to interest costs in 2003 being favorably impacted by the reversal of interest expense due to the resolution of certain tax 
matters. 

Income Tax Expense 

Income tax expense was $121 million, $174 million and $147 million in 2005, 2004 and 2003, respectively. Fluctuations in income 
taxes are primarily due to changes in pre-tax income. 

PROGRESS VENTURES 

The Progress Ventures segment includes the operations of CCO and Gas. These operations are involved in the generation and sale of 
electricity to the wholesale market and natural gas dnlling and production. 

The following summarizes segment profits of Progress Ventures: 

(in millions) 2005 2004 2003 
(4) $20 

Natural gas operations 54 85 34 

COMPETITIVE COMMERCIAL OPERATIONS 

CCO generates and sells electricity to the wholesale mrket from nonregulated plants. These operations also include marketing 
activities. The following summarizes the annual revenues, gross margin and segment profits from the CCO plants: 

(in millions) 2005 2004 2003 

Gross margin 

As a % of revenues 1lYO 66% 83% 
Profits- (losses) - ~ ( 3 5 ) ’  $ (4) $ 20 

CCOs operations generated losses of $35 million in 2005 compared to losses of $4 million in 2004. The decrease in earnings 
coqared  to prior year is due primarily to a reduction in gross margin of $79 million pre-tax ($47 million after-tax) partially offset by 
favorable amortization expense and interest expense. Contract margins are unfavorable compared to prior year due to the expiration of 
certain above-market tolling agreements and decreased eamings from new and existing full-requirements contracts due to higher fuel 
and purchased power costs partially offset by net realized and unrealized mark-to-market gains. Depreciation and amortization 
expenses decreased $6 million pre-tax ($4 million after-tax) as a result of the expiration of certain acquired contracts that were subject 
to amortization. Interest expense decreased $15 million pre-tax ($9 million after-tax) due to the termination of the Progress Genco 
Ventures LLC (Genco) financing arrangement in December 2004. 
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CCO’s operations generated losses of $4 million in 2004 compared to profits of $20 million in 2003. Results for 2004 were favorably 
impacted by increased gross margin, which was more than offset by higher fixed costs and costs associated with the extinguishment of 
debt. Revenues increased for 2004 due to increased revenues from marketing and tolling contracts offset by a termination p a p e n t  
received on a marketing contract in 2003. Expenses for the cost of fuel and purchased power to supply marketing contracts partially 
offset the increased revenues netting to an increase in gross margin for 2004 as compared to 2003. Fixed costs increased $16 million 
pre-tax from additional depreciation and amortization on plants placed into service in 2003 and from an increase in interest expense of 
$13 million pre-tax due primarily to interest no longer being capitalized due to the completion of construction in the prior year. In 
addition, plant operating expenses increased $12 million pre-tax primarily due to higher gas transportation service charges, which 
increased over prior year due to a full period of expenses being reflected in current year results. CCO results for 2004 also include 
losses of $15 million pre-tax associated with the extinguishment of a debt obligation. CCO terminated the Genco financing 
arrangement in December 2004. The $15 million pre-tax loss is comprised of a $9 million write-off of remaining unamortized debt 
issuance costs and a $6 million realized loss on exiting the related interest rate hedge. Results for 2003 were negatively impacted by 
the retroactive reallocation of PESC costs of $3 million ($2 million after-tax). 

We have contracts for CCO’s planned production capacity, whch includes callable resources from the cooperatives, of approximately 
36 percent for 2006, approximately 81 percent for 2007 and approximately 84 percent for 2008. We continue to seek opportunities to 
optimize our nonregulated generation portfolio. 

In accordance with accounting standards for goodwill and long-lived assets, we have continued to monitor the carrying value of our 
goodwill and long-lived assets of our CCO operations. Our analyses have continued to support the carrying value of the $64 million of 
goodwill and the $1.4 billion of long-lived and intangible assets at December 3 1, 2005. However, as part of OUT evaluation of certain 
business opportunities in the first quarter of 2006, we performed an interim impairment test for the $64 million of goodwill, which 
indicated the fair value of our Georgia Region reporting unit was less than its carrying value. As required by Statement of Financial 
Accounting Standards (SFAS) No. 142, “Goodwill and Other Intangible Assets” (SFAS No. 142), we are currently performing the 
second step of the impairment test, which compares the implied fair value of the goodwill with the recorded goodwill. While the 
results of the second step of the impairment test are currently unknown, the effects could range from no change to the recorded 
goodwill value to a potential write-off of $64 million. Future adverse changes in market concJltions or changes in business conditions, 
including the manner in which the long-lived assets are deployed, could require future impairment evaluations of these or other assets, 
which could result in an impairment charge, 

NATURAL GAS OPERATIONS 

Gas operations generated profits of $56 million, $85 million and $34 million for the years ended December 31, 2005, 2004 and 2003, 
respectively. Natural gas profits decreased $29 million in 2005 compared to 2004. This decrease is attributable primarily to the gain 
recognized on the sale of gas assets during the prior year. In December 2004, we sold certain gas-producing properties and related 
assets owned by Winchester Production (North Texas gas operations). Because the sale significantly altered the ongoing relationship 
between capitalized costs and remaining proved reserves, under the full-cost method of accounting the pre-tax gain of $56 million 
($3 1 million net of taxes) was recognized in earnings rather than as a reduction of the basis of ow remaining oil and gas properties. In 
addition, lower sales and general and adrmnistrative expenses and interest expenses partially offset by lower revenues reduced the 
overall earnings decline from 2004 to 2005. Revenues were lower due to the sale of the North Texas gas operations; however, the 
TexadLouisiana gas operations were able to offset a majority of the lost revenue due to higher natural gas prices and increased 
production. 

During 2005, we increased our proven gas reserves from 247 billion cubic feet (Bcf) equivalent at December 3 1, 2004 to 325 Bcf at 
December 31, 2005, as estimated by our independent engineering firm. The increase in reserves in 2005 is primarily from additional 
drilling and limited acquisitions of additional gas reserves. 

Natural gas profits increased $51 million in 2004 compared to 2003. This increase is attributable primarily to the gain recognized on 
the sale of the North Texas gas operations assets during the year. In addition, an increase in production, coupled with higher gas prices 
in 2004, contributed to the increased earnings in 2004 as compared to 
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2003 I Production levels increased resulting from the acquisition of North Texas Gas in late February 2003 and increased drilling in 2004. Volumes and prices increased 
21 percent and 16 percent, respectively, for 2004 compared to 2003. 

The following table summarizes the production in Bcf and revenues of the natural gas operations by location: 

2005 2004 2003 

TexasLouisiana gas 24 20 13 
oDerations 
North T 7 
operations 
Mesa - 5  
Total production 24 30 25 
Revenues in millions 

North Texas gas - 52 38 
oDerations 
1 

Mesa - 13 
Total revenues $159 $142 $ 116 
Gross margin 
In millions of $ $124 $ 126 $ 91 
As a % ofrevenpes .78% 78%* 78% 
Profits $ 56 $ 85 $ 54 

COAL AND SYNTHETIC FUELS 

The operations of Coal and Synthetic Fuels' segment include synthetic fuels production and coal terminal operations. The following 
summarizes Coal and Synthetic Fuels' segment profits: 

2005 2004 2003 

Segment profits $169  $ 8 8  $190 

SYNTHETIC FUEL OPERATIONS 

The production and sale of synthetic fuel generate operating losses, but qualify for tax credits under Section 29/45K, which more than 
offset the effect of such losses (See Note 23D). 

Results from the synthetic fuel operations are summarized below: 

Net profit $ 155 $ 91 $ 205 

Through December 31, 2005, our synthetic fuel production levels and the amount of tax credits we could claim each year were a 
function of o w  projected consolidated regular federal income tax liability. See Note 23D for information on the redesignation of the 
Section 29 tax credit as a Section 45K general business credit (Section 45K) effective January 1, 2006. Synthetic fuel operations' net 
profits increased in 2005 as compared to 2004 due primarily to an increase in synthetic fuel production and an additional $23 million 
gain recognized on the monetization of the Colona facility compared to 2004 (See Note 3F) partially offset by an increase in operating 
expenses. In addition, earnings in 2005 include $10 million favorable tax credit true-up related to 2004. Our total synthetic he1 
production of approximately 10 million tons in 2005 is greater than 2004 production levels of approximately 8 million ions as a 
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result of hurricane costs in 2004, which reduced our projected 2004 regular tax liability and our corresponding ability to record tax credits from its synthetic fuel 
production. 

Synthetic fuel operations' net profits decreased in 2004 as compared to 2003 due primarily to a decrease in synthetic fuel production 
and an increase in operating expenses in 2004. Our total synthetic fuel production of approximately 8 million tons in 2004 is lower 
than 2003 production levels of approximately 12 million tons due to the impact of hurricane costs as described above. In addition, 
earnings in 2003 include a $13 million favorable tax credit true-up related to 2002. 

Ow future synthetic fuel production levels for 2006 and 2007 remain uncertain due to the recent volatility of oil prices. See Note 23D 
for additional information on the potential impact of crude oil prices on our synthetic fuel production. In addition, proposed federal 
legislation would establish both the 2006 Annual Average Price and 2006 Phase-out Price based on the previous calendar year. If the 
proposed legislation becomes law, we do not anticipate that we will reach the minimum phase-out levels in 2006. However, we cannot 
predict what impact, if any, this proposed legislation would have on the value of the tax credits in 2007. We cannot provide any 
certainty that the proposed federal legislation will be enacted into law. We are currently producing synthetic fuel at a reduced level 
pending resolution of the proposed legislation. If the legislation is not enacted into law as currently written or oil prices remain at 
levels high enough to cause a phase-out of 2006 Section 29/45K tax credits or eliminate the tax credits completely, there could be a 
negative impact on our results of operations and financial condition associated with operating losses incurred from the amount of 
synthetic fuel produced during 2006. 

COAL TERMINALS AND MARKETING 

Coal terminals and marketing (Coal) operations blend and transload coal as part of the trucking, rail and barge network for coal 
delivery. This business also has an operating fee agreement with our synthetic fuel operations for procuring and processing of coal and 
the transloading and marketing of synthetic fuels. Coal operations contributed earnings of $41 million, $30 million and $7 million in 
2005, 2004 and 2003, respectively. As a result of the relationship with the synthetic fuels operations, fluctuations in Coal's annual 
earnings are primarily related to production volumes at our synthetic fuel plants. The increase in eamings for 2005 compared to 2004 
is primarily due to additional revenues at the coal terminals related to increased prices and volumes and additional intersegment fees 
for both the coal terminals and marketing operations due to increased synthetic he1 production, These were partially offset by an 
increase in the cost of coal purchased by the coal terminals operations due to increased prices and larger volumes and lower third- 
party sales by the marketing operations. The $23 million increase in segment earnings for 2004 compared to 2003 was primarily due 
to increased volumes and prices. 

CORPORATE 0 V E W E A D  AND OTHER OPERA TIONS 

Corporate overhead and other operations incurred losses of $27 million, $33 million and $22 million for the years ended December 3 1, 
2005, 2004 and 2003, respectively. The decrease in losses €or 2005 is primarily due to lower interest expenses due to paying down 
debt with the proceeds from the sale of Progress Rail. The increase in 2004 losses compared to 2003 was due to the impact of $10 
million of higher corporate costs in 2004. Corporate costs in 2003 included $4 million of favorability related to the reduction of an 
environmental reserve (See Note 22A). The remaining unfavorability in corporate costs is attributable to increased interest expense 
related to unresolved tax matters and higher professional fees. 

CORPORATE AND OTHER 

The Corporate and Other segment consists of the operations of the Parent, PESC and other consolidating and nonoperating entities. 
Corporate and Other also includes other nonregulated business areas, including the operations of SRS and the telecommunications 
operations. 
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OTHER NUNREGULATED BUSINESS AREAS 

Other nonregulated business areas include the operations of SRS and the telecommunications operations. SRS was engaged in 
providing energy services to industrial, commercial and institutional customers to help manage energy costs primarily in the 
southeastern United States. During 2004, SRS sold its subsidiary, Progress Energy Solutions (PES). With the disposition of PES, we 
exited thzs business area. Telecommunication operations provide broadband capacity services, dark fiber and wireless services in 
Florida and the eastern United States, In December 2003, our wholly owned telecommunication subsidiaries, Progress 
Telecommunications Corporation (PTC) and Caronet, Inc. (Caronet), and EPIK Communications, Inc. (EPIK), a wholly owned 
subsidiary of Odyssey Telecorp, Inc. (Odyssey), contributed substantially all of their assets and transferred certain liabilities to 
Progress Telecom, LLC (PT LLC), a subsidiary of PTC. The accounts of PT LLC have been included in the Consolidated Financial 
Statements since the transaction date. See additional discussion on the telecommunication business combination in Note 4B. 

Other nonregulated business areas contributed segment earnings of $4 million compared to losses of $32 million for the years ended 
December 3 1 , 2005, and 2004, respectively. SRS recorded earnings of $2 million for 2005 compared to a net loss of $27 million for 
2004. The net earnings for SRS were due to the recording of insurance proceeds associated with the San Francisco United School 
District (the District) matter, described below, partially offset by the recording of a settlement related to a miIitary contract. The prior 
year loss was due primarily to the recording of the litigation settlement reached with the District related to civi1 proceedings. In June 
2004, SRS reached a settlement with the District that settled all outstanding claims for approximately $43 million pre-tax ($29 million 
after-tax). The reduction in earnings due to the settlement was offset partially by a gain recognized on the sale of PES. 
Telecomunication operations recorded earnings of $2 million in 2005 compared to a net loss of $5 million in 2004. The change from 
a net loss in 2004 to net profit in 2005 is due to increased revenues from new customers, the settlement of contract disputes and a 
reduction in professional fees related to the merger of PTC with EPIK. 

Other nonregulated business areas contributed segment losses of $32 million compared to losses of $4 million for the years ended 
December 31, 2004, and 2003, respectively. SRS recorded a net loss of $27 million for 2004 compared to a net loss of $6 million for 
2003. The increased loss compared to the prior year is due primarily to the recording of the litigation settlement reached with the 
District related to civil proceedings. Telecommunication operations recorded a net loss of $5 million in 2004 compared to a net profit 
of $2 million in 2003. The increase in losses compared to 2003 was due to an increase in fixed costs, mainly depreciation expense, and 
professional fees related to the merger of PTC with EPIK. 

On January 25,2006, we signed a definitive agreement to sell PT LLC to Level 3 Communications, Inc. (Level 3) for a purchase price 
of approximately $137 million. We expect to use net cash proceeds of approximately $70 million from the sale of o w  interest in PT 
LLC to reduce debt (See Note 25). 

CORPORA TE SER VICES 

Corporate Services (Corporate) includes the operations of the Parent, PESC and other consolidating and nonoperating entities. 
Corporate Services income (expense) is summarized below: 

(in millions) 
Chang 

2005 e 2004 Change 2003 
Other interest expense $ (283) $ (8) ' $(275) ' $ l i  $ (285) 
Contingent value obligations 6 9 18 

Other income taxes 105 1 104 124 
Other income* (expense) (5) (51 18 (18) 
Corporate Services expense S (215) $ (16) $ (199) $27  $ (226) 

The increase in other interest expense for 2005 compared to 2004 is primarily due to a decrease in interest rate swap activity that 
benefited fiom lower variable rates during 2004. The other interest expense decrease for 2004 compared to 2003 is partially due to the 
repayment of a $500 million unsecured note by the Parent on March 1 , 2004, which 
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reduced interest expense by $27 million pre-tax for 2004. This reduction was offset by interest no longer being capitalized due to the completion of construction in the 
CCO segment in 2003. Approximately $10 million ($6 million after-tax) was capitalized in 2003. No interest expense was capitalized during 2004. 

Progress Energy issued 98.6 million CVOs in connection with the acquisition of FPC in 2000. Each CVO represents the right of the 
holder to receive contingent payments based on the performance of four synthetic fuel facilities owned by Progress Energy. The 
payments, if any, are based on the net after-tax cash flows the facilities generate. At December 31, 2005, 2004 and 2003, the CVOs 
had a fair market value of approximately $7 million, $13 million and $23 million, respectively. Progress Energy recorded an 
unrealized gain of $6 million and $9 million for 2005 and 2004, respectively, and an unrealized loss of $9 million for 2003 to record 
the changes in fair value of CVOs, which had average unit prices of $0.07, $0.14 and $0.23 at December 31,2005, 2004 and 2003, 
respectively. 

Progress Energy and its affiliates file a consolidated federal income tax rehun. The consolidated income tax of Progress Energy is 
allocated to subsidiaries in accordance with the Intercompany Income Tax Allocation Agreement (Tax Agreement). The Tax 
Agreement provided an allocation that recognizes positive and negative corporate taxable income. The Tax Agreement provides for an 
equitable method of apportioning the carry over of uncompensated tax benefits. Since 2002, Parent tax benefits not related to 
acquisition interest expense were allocated to profitable subsidiaries in accordance with a Public Utility Holding Company Act of 
1935, as amended (PUHCA) order. Due to the repeal of PUHCA, we will no longer allocate these tax benefits to subsidiaries 
beginning in 2006. 

Other income taxes benefit decreased for 2004 compared to 2003 due primarily to increased taxes recorded at the Parent of $20 
million. Income taxes increased an additional $9 million at the Parent as a result of a reserve recorded related to identified state tax 
deficiencies. Other fluctuations in income taxes are primarily due to changes in pre-tax income. 

DISCONTINUED OPERATIONS 

On March 24, 2005, we completed the sale of Progress Rail to One Equity Partners LLC, a private equity firm unit of J.P. Morgan 
Chase & Co. Gross cash proceeds from the sale were $429 million, consisting of $405 million base proceeds plus a working capital 
adjustment. Proceeds from the sale were used to reduce debt. The accompanying consolidated fmancial statements have been restated 
for all periods presented for the discontinued operations of Progress Rail (See Note 3B). 

Progress Rail discontinued operations resulted in losses of $20 million for 2005 compared to profits of $29 million for 2004. Earnings 
for 2005 include an estimated after-tax loss on the sale of $25 million. Results for 2004 included 12 months of earnings activity 
compared to only thee months in 2005. Rail discontinued operations contributed $29 million of profits in 2004 compared to $14 
million in 2003. The 2004 profits were impacted by a strong scrap metal market in 2004. This resulted in increased volumes and 
higher prices in recycling operations, which increased annualized tonnage for recycling operations 3 5 percent and significantly 
increased revenues compared to 2003. This was partially offset by increased cost of goods sold due to the increased volume in the 
recycling operations. 

On November 14, 2005, our board of directors approved a plan to divest of five subsidiaries of Progress Fuels Corporation (Progress 
Fuels) engaged in the coal mining business. The coal mining operations are expected to be sold by the end of 2006. As a result, we 
have classified the coal mining operations as discontinued operations in the accompanying consolidated fmancial statements for all 
periods presented (See Note 3A). The coal mining discontinued operations resulted in losses of $1 1 million, $5 million and $1 1 
million for 2005, 2004 and 2003, respectively. The increased losses in 2005 as compared to 2004 are primarily due to higher coal 
mining costs resulting from increased production volumes, less productive mining conditions and mining startup costs. The reduction 
of losses in 2004 compared to 2003 is primarily due to higher volumes and margins for coal production. In addition, 2003 results 
included the recording of an impairment of certain assets at the Kentucky May coal mine totaling $1 1 million after-tax. 

North Carolina Natural Gas Corporation (NCNG) discontinued operations contributed $6 million of net income for 2004. The sale of 
NCNG to Piedmont Natural Gas Company closed in 2003; however, during 2004, we recorded an 
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additional gain of $6 million after-tax related to deferred taxes on the loss from the sale. In 2003, NCNG discontinued operations incurred an $8 million loss primarily 
due to the after-tax loss on the sale of $12 million (See Note 3H). 

APPLICATION OF CRITICAL ACCOUNTING POLICIES AND ESTIMATES 

We prepared our Consolidated Financial Statements in accordance with accounting principles generally accepted in the United States. 
In doing so, we made certain estimates that were critical in nature to the results of operations. The following discusses those 
significant estimates that may have a material impact on our financial results and are subject to the greatest amount of subjectivity. We 
have discussed the development and selection of these critical accounting policies with the Audit Committee of our board of directors. 

UTILITY REGULATION 

As discussed in Note 7, our regulated utilities segments are subject to regulation that sets the prices (rates) we are permitted to charge 
customers based on the costs that regulatory agencies determine we are permitted to recover, At times, regulators permit the fbture 
recovery through rates of costs that would be currently charged to expense by a nonregulated company. Ths ratemaking process 
results in deferral of expense recognition and the recording of regulatory assets based on anticipated future cash inflows. As a result of 
the different ratemaking processes in each state in which we operate, a significant amount of regulatory assets has been recorded. We 
continually review these assets to assess their ultimate recoverability within the approved regulatory guidelines. Impairment risk 
associated with these assets relates to potentially adverse legislative, judicial or regulatory actions in the future. Additionally, the state 
regulatory agencies often provide flexibility in the manner and timing of the depreciation of property, nuclear decommissioning costs 
and amortization of the regulatory assets. See Note 7 for additional information related to the impact of utility regulation on our 
operations. 

ASSET IMPAIRMENTS 

As discussed in Note 9, we evaluate the carrying value of long-lived assets and intangible assets with definite lives for impairment 
whenever indicators exist. Examples of these indicators include current period losses combined with a history of losses, a projection of 
continuing losses, or a significant decrease in the market price of a long-lived asset group. If an indicator exists, the asset group held 
and used is tested for recoverability by comparing the carrying value to the sum of undiscounted expected fbture cash flows directly 
attributable to the asset group. If the asset group is not recoverable through undiscounted cash flows or if the asset group is to be 
disposed of, an impairment loss is recognized for the difference between the carrying value and the fair value of the asset group. 
Performing an impairment test on long-lived assets involves management's judgment in areas such as identifying circumstances 
indicating an impairment may exist, identifylng and grouping affected assets at the appropriate level, and developing the undiscounted 
cash flows associated with the asset group. Estimates of hture cash flows contemplate factors such as expected use of the assets, 
future production and sales levels and expected fluctuations of prices of commodities sold and consumed. Therefore, estimates of 
future cash flows are, by nature, highly uncertain and may vary significantly from actual results. 

The carrying value of om total utility plant, net is $14.442 billion at December 31, 2005. The carrying value of OUT total diversified 
business property, net and total intangible assets, net is $1.880 billion and $302 million, respectively, at December 31, 2005. Our 
exposure to potential impairment losses for utility plant, net is mitigated by the fact that our regulated ratemaking process generally 
allows for recovery of our investment in utility plant plus an allowed return on the investment, as long as the costs are prudently 
incurred. 

Due to the significant uncertainty surrounding our synthetic fuel production in 2006 and beyond based on the current level of oil 
prices, we evaluated our synthetic fuel and other related operating long-lived assets for impairment during the third and fourth quarters 
of 2005. We determined that no impairment of these assets was required. However, as discussed in the Synthetic Fuel Tax Credit 
section below, certain increases in oil prices could cause a reduction in or complete phase-out of the synthetic fuel tax credits. If this 
were to occur, it could no longer be economically beneficial to continue producing synthetic fuel, which could result in a future 
impairment charge for these assets. The synthetic fuel and other related assets have total carrying values of approximately $111 
million as 
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of December 3 1, 2005. The majority of these assets will be fully depreciated by the end of 2007, the scheduled end of the Section 29 tax credit program. The outcome 
of this matter cannot be determined. 

Due to the reduction in coal production at the Kentucky May coal mine, we evaluated its long-lived assets in 2003 and recorded an 
impairment of $17 million pre-tax ($1 1 million after-tax). Fair value was determined based on discounted cash flows. The fair value of 
these assets was determined considering various factors, including a valuation study heavily weighted on a discounted cash flow 
methodology and using market approaches as supporting information. 

We continually review PEC‘s affordable housing investment (AHI) portfolio for impairment. In 2005 and 2003, we recorded 
impairments of $1 million and $18 million pre-tax, respectively, related to PEC‘s AH1 portfolio. The AH1 portfolio was deemed to be 
impaired based on various factors, including continued operating losses of the AH1 portfolio and management performance issues 
arising at certain properties within the AH1 portfolio. PEC also recorded an impairment of $3 million for a cost investment in 2003. 
The carrylng value of the AH1 portfolio is $3 million and $4 million as of December 3 1 , 2005 and 2004, respectively. 

Under the full-cost method of accounting for oil and gas properties, total Capitalized costs are limited to a ceiling based on the present 
value of discounted (at 10%) future net revenues using current prices, plus the lower of cost or fair market value of unproved 
properties. The ceiling test takes into consideration the prices of qualifying cash flow hedges as of the balance sheet date. If the ceilkg 
(discounted revenues) does not exceed total capitalized costs, we are required to write-down capitalized costs to the ceiling. We 
perform this ceiling test calculation every quarter, No write-downs were required in 2005, 2004 or 2003. At December 31, 2005, our 
ceiling was calculated at approximately $1.1 billion and our net capitalized costs were approximately $400 million. 

GOODWILL 

As discussed in Note 8, we account for goodwill in accordance with SFAS No. 142, “Goodwill and Other Intangible Assets” (SFAS 
No. 142), which requires that goodwill be tested for impairment at least annually and more frequently when indicators of impairment 
exist. For our utility segments, the goodwill impairment tests are performed at the utility operating segment level. We performed the 
annual goodwill impairment test for both the PEC and PEF segments in the second quarters of 2005 and 2004, each of which indicated 
no impairment. If the fair values for the utility segments were lower by approximately 10 percent, there still would be no impact on 
the reported value of their goodwill. 

For our Progress Ventures segment, the goodwill impairment tests are performed at our Georgia Region reporting unit level, which is 
one level below the Progress Ventures segment. We performed the annual goodwill impairment test for our Georgia Region reporting 
unit in the first quarters of 2005 and 2004, each of whch indicated no impairment. In response to changing gas and electricity prices 
that have a significant impact on the future cash flows of our Georgia Region operations, we also performed an interim goodwill 
impairment test for the Progress Ventures goodwill in the third and fourth quarters of 2005, each of which indicated no impairment. If 
the fair value of our Georgia Region was lower by 10 percent, then the fair value would have been less than our canying value and we 
would have been required to perform additional procedures under SFAS No. 142 to determine if the goodwill was impaired. 

We calculated the fair value of our segments and reporting units by considering various factors, including valuation studies based 
primarily on a discounted cash flow methodology and published industry valuations and market data as supporting information. These 
calculations are dependent on subjective factors such as management’s estimate of future cash flows, the selection of appropriate 
discount and growth rates, and assumptions about the timing of when unregulated energy supply and demand would reach market 
equilibrium. These underlying assumptions and estimates are made as of a point in time; subsequent changes, particularly changes in 
the discount rates, growth rates or the timing of market equilibrium, could result in a fhture impairment charge to goodwill. 

The carrying amounts of goodwill at December 3 1 , 2005 and 2004, for reportable segments PEC, PEF and Progress Ventures, were 
$1.922 billion, $1.733 billion and $64 million, respectively. 
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SYNTHETIC FUELS TAX CRIZDITS 

As discussed in Note 23D, our Coal and Synthetic Fuels business unit owns facilities that produce coal-based solid synthetic fuel as 
defned under the Intemal Revenue Code. The production and sale of the synthetic fuels from these facilities qualifies for tax credits 
under Section 29/45K if certain requirements are satisfied, including a requirement that the synthetic fkels differ sigmficantly in 
chemical composition fkom the coal used to produce such synthetic fuels and that the synthetic fuels were produced from a facility 
placed in service before July 1, 1998. For 2005 and prior years, the amount of Section 29 credits that we were allowed to generate in 
any calendar year was limited by the amount of our regular federal income tax liability. Section 29 tax credit amounts allowed but not 
utilized through December 3 1, 2005, are carried forward indefinitely as deferred alternative minimum tax credits on the Consolidated 
Balance Sheets. For 2006 and forward, the Section 29 tax credits have been redesignated as a Section 45K general business credit, 
which removes the regular federal income tax liability limit on synthetic fuel production and subjects the credits to a 20-year carry 
forward period. This provision would allow us to produce synthetic fuel to a higher level than we have historically produced should 
we choose to do so. The current Section 29/45K tax credit program expires at the end of 2007. 

In addition, Section 29 provides that if the average wellhead price per barrel for unregulated domestic crude oil for the year (the 
Annual Average Price) exceeds a certain threshold value (the Threshold Price), the amount of the Section 29 tax credits are reduced 
for that year. Also, if the Annual Average Price increases high enough {the Phase-out Price), the Section 29/45K tax credits are 
eliminated for that year. The Threshold Price and the Phase-out Price are adjusted annually for inflation. We do not currently believe 
that the 2005 Annual Average Price will cause a phase-out of the synthetic fuel tax credits related to synthetic he1 production in 2005. 
For 2006 synthetic fuel production, the 2006 Annual Average Price is not known until after the end of the year; we will record the 
2006 tax credits based on our estimates of what we believe the AnnuaI Average Price will be for 2006. These estimates are based on 
oil prices in the htures market. Any portion of the tax credits that would be phased out based on the projected 2006 Annual Average 
Price exceeding the Threshold Price are not recorded. We estimate that the 2006 Threshold Price will be approximately $52 per barrel 
and the Phase-out Price will be approximately $66 per barrel, based on estimated inflation adjustments for 2005 and 2006. The 
monthly Domestic Crude Oil First Purchases Price published by the Energy Information Agency (EIA) has recently averaged 
approximately $5 lower than the corresponding monthly New York Mercantile Exchange (NYMEX) settlement price for light sweet 
crude oil. As of January 3 1, 2006, the average NYMEX futwes price for light sweet crude oil for calendar year 2006 was $69 per 
barrel. Based upon the estimated 2006 Threshold Price and Phase-out Price, if oil prices for 2006 remained at the January 3 1, 2006 
average futures price level of $69 per barrel for the entire year in 2006, we currently estimate that the synthetic fuel tax credit amount 
for 2006 would be reduced by approximately 75 percent to 85 percent. See further discussion in “OTHER MATTERS” below, Note 
23D and ITEM lA, “Ksk Factors.” 

PENSION COSTS 

As discussed in Note 16A, Progress Energy maintains qualified noncontributory defined benefit retirement (pension) plans. Our 
reported costs are dependent on numerous factors resulting from actual plan experience and assumptions of future experience. For 
example, such costs are impacted by employee demographics, changes made to plan provisions, actual plan asset returns and key 
actuarial assumptions, such as expected long-term rates of return on plan assets and discount rates used in determining benefit 
obligations and annual costs. 

Due to a slight decline in the market interest rates for high-quality (AAAIAA) debt securities, which are used as the benchmark for 
setting the discount rate used to present value future benefit payments, we lowered the discount rate to approximately 5.7% at 
December 3 1, 2005, which will increase the 2006 benefit costs recognized, all other factors remaining constant. Ow discount rates are 
selected based on a plan-by-plan study by OUT actuary, which matches our projected benefit payments to a high-quality corporate yield 
curve. Plan assets performed well in 2005, with returns of approximately 11%. That positive asset performance will result in decreased 
pension costs in 2006, all other factors remaining constant. Due to our early retirement program, larger-than-normal lump-sum 
pension benefit payments were made from pension plan assets in 2005, which will increase 2006 benefit costs recognized, all other 
factors remaining constant. Evaluations of the effects of these and other factors have not been completed, but we estimate that the total 
cost recognized for pensions in 2006 will be $33 million to $43 million, compared with 
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$38 million recognized in 2005, excluding the effect of special termination benefits that were recoded in 2005 due to our early retirement program. A $123 million 
charge was recorded in 2005 for those special termination benefits. 

We have pension plan assets with a fair value of approximately $1.8 billion at December 31, 2005. Our expected rate of return on 
pension plan assets is 9.0%. We review this rate on a regular basis. Under SFAS No. 87, “Employer’s Accounting for Pensions” 
(SFAS No. 87), the expected rate of retum used in pension cost recognition i s  a long-term rate of r e m ;  therefore, we do not adjust 
that rate of return frequently. In 2005, we elected to lower our expected rate of return fiom 9.25% to 9.0%. The 9.0% rate of return 
represents the lower end of OUT future expected return range given our asset allocation policy. A 0.25 percent change in the expected 
rate of return for 2005 would have changed 2005 pension costs by approximately $4 million. 

Another factor affecting o w  pension costs, and sensitivity of the costs to plan asset performance, is its selection of a method to 
determine the market-related value of assets, i.e., the asset value to which the 9.0% expected long-term rate of retum is applied. SFAS 
No. 87 specifies that entities may use either fair value or an averaging method that recognizes changes in fair value over a period not 
to exceed five years, with the method selected applied on a consistent basis from year to year. We have historically used a five-year 
averaging method. When we acquired Florida Progress Corporation (Florida Progress) in 2000, we retained the Florida Progress 
historical use of fair value to determine rnarket-related value for Florida Progress pension assets. Changes in plan asset pe~ormance 
are reflected in pension costs sooner under the fair value method than the five-year averaging method, and, therefore, pension costs 
tend to be more volatile using the fair value method. Approximately 50 percent of our pension plan assets are subject to each of the 
two methods. 

LIQUIDITY AND CAPITAL RESOURCES 

OVERVIEW 

Progress Energy, Inc. is a registered holding company and, as such, has no operations of its own. Ow primary cash needs at the Parent 
level are our common stock dividend and interest and principal payments on our $4.3 billion of senior unsecured debt. Our ability to 
meet these needs is dependent on the earnings and cash flows of the Utilities and our nonregulated subsidiaries, and the ability of our 
subsidiaries to pay dividends or repay h d s  to us. 

Our other significant cash requirements arise primarily from the capital-intensive nature of the Utilities’ operations and expenditures 
for our diversified businesses, primarily those of the Progress Ventures segment. 

We rely upon our operating cash flow, primarily generated by the Utilities, commercial paper and bank facilities, and our ability to 
access long-term debt and equity capital markets for sources of liquidity. 

The majority of our operating costs are related to the Utilities. A significant portion of the Utilities‘ costs, including the cost of firel 
and purchased power, is recovered from customers in accordance with rate plans. We are allowed to recover certain fuel costs incurred 
by PEC and PEF through their respective fuel cost recovery clauses. Fuel price volatility can lead to over- or under-recovery of fuel 
costs, as changes in fuel prices are not immediately reflected in fuel surcharges due to regulatory lag in setting the surcharges. As a 
result, fuel price volatility can be both a sowce of and a use of liquidity resources, depending on what phase of the cycle of price 
volatility we are experiencing. Changes in the Utilities’ fuel and purchased power costs may affect the timing of cash flows but not net 
income. 

Prior to February 8, 2006, we were a registered holding company under PUHCA and therefore we obtained approval from the SEC for 
the issuance and sale of securities as well as the establishment of intercompany extensions of credit (utility and nonutility money 
pools). PEC and PEF participate in the utility money pool, which allows the two utilities to lend to and borrow from each other. A 
nonutility money pool allows our nonregulated operations to lend to and borrow from each other. The Parent can lend money to the 
utility and nonutility money pools but cannot borrow funds. The Energy Policy Act of 2005 repealed PUHCA effective February 8, 
2006, and transferred to the FERC certain new responsibilities with respect to the regulation of utility holding companies. Pursuant to 
a recent rule adopted by the FERC, utility holding companies are allowed to continue to engage in financings authorized by the SEC 
provided the authorization orders have been filed with the FERC and the holding company continues to comply with such orders, 
terms and conditions. We have filed all such SEC orders with the FERC; therefore, we are 
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permitted to continue all such financing transactions. The FERC has determined that it will not extend its cash management rules to holding companies. 

Cash from operations, asset sales and limited ongoing equity sales from our Investor Plus Stock Purchase Plan and employee benefit 
and stock option plans are expected to fund capital expenditures and common stock dividends for 2006. Any excess cash proceeds 
would be used to reduce debt. To the extent necessary, short-term and long-term debt may also be used as a source of liquidity. 

We believe our internal and externai liquidity resources will be sufficient to fund our current business plans. Risk factors associated 
with credit facilities and credit ratings axe discussed below and in ITEM lA, “Risk Factors.” 

The following discussion of our liquidity and capital resources is on a consolidated basis. 

HISTORICAL FOR 2005 AS COMPARED TO 2004 AND 2004 AS COMPARED TO 2003 

CASH FLO WS FROM OPERA TIUNS 

Cash from operations is the primary source used to meet operating requirements and capital expenditures. Net cash provided by 
operating activities from continuing operations €or the three years ending December 31, 2005, 2004 and 2003, was $1.474 billion, 
$1.565 billion and $1.588 billion, respectively. 

Cash from operating activities for 2005 decreased when compared with 2004. The $91 million decrease in operating cash flow was 
primarily due to a $298 million increase in the under-recovery of fuel costs at the Utilities driven by rising fuel costs and increased 
workmg capital needs, partially offset by a $193 million reduction in storm cost spending at PEF in 2005 compared to 2004. Cash 
from operating activities for 2005 also includes a $141 million prepayment received &om a wholesale customer. In November 2005, 
PEC entered into a contract with the Public Works Commission of the City of Fayettteville, North Carolina (PWC) in which the PWC 
prepaid $141 million in exchange for future capacity and energy power sales. The prepayment is expected to cover approximately two 
years of electricity service and includes a prepayment discount of approximately $16 million. In 2005, the Utilities filed requests with 
their respective state commissions s e e h g  rate increases for fuel cost recovery, including amounts for previous under-recoveries. PEF 
also received approval from the FPSC authorizing PEF to recover $245 million over a two-year period, inchding interest, of the costs 
it incurred arid previously deferred related to PEF’s restoration of power to customers associated with the four hurricanes in 2004. See 
“Future Liquidity and Capital Resources” below and Note 7 for additional information. 

The increase in working capital needs for 2005 compared to 2004 was mainly driven by a $183 million increase in the change in 
receivables and a $53 million increase in inventory purchases, primarily coal at PEC. These impacts were partially offset by a $166 
million increase in the change in accounts payable and the current portion of the prepayment received from the PWC as discussed 
above. The increase in the change in receivables is primarily due to increased sales at the Utilities driven by weather, rising fuel costs 
and timing of receipts, and increased sales at our nonregulated subsidiaries, mainly driven by rising gas prices and changes in the 
production level of ow synthetic fuel plants over the prior year. The change in accounts payable is primarily due to higher fuel prices 
and increased quantities of fuel purchases at our nonregulated subsidiaries. 

Cash from operating activities decreased $23 million for 2004 when compared with 2003 as the net result of the impact of hurricane 
costs in 2004, partially offset by the impact of an under-recovery of fuel costs in 2003, In 2004, the FPSC agreed with PEF to defer 
under-recovered fuel costs over a two-year period. 

INVESTING ACTIVITIES 

Net cash used in investing activities for the three years ending December 31, 2005, 2004 and 2003, was $1.1 17 billion, $0.81 1 billion 
and $1.4 16 billion, respectively. 

Utility property additions for our regulated electric operations were $1.080 billion or approximately 76 percent of consolidated capital 
expenditures in 2005 and $0.998 billion or approximately 78 percent of consolidated capital 
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expenditures in 2004. Capital expenditures for our regulated electric operations are primarily for normal construction activity and ongoing capital expenditures related 
to environmental compliance programs. Capital expenditures for our nonregulated operations are primarily for natural gas development activities and normal 
construction activity. 

Excluding proceeds from sales of subsidiaries and other investments, cash used in investing activities increased approximately $408 
million in 2005 when compared with 2004. The increase is due primarily to a $254 million decrease in net proceeds from available- 
for-sale securities and other long-term investments and $144 million in additional capital expenditures for property and nuclear fuel 
additions. Available-for-sale securities and other long-term investments include marketable debt securities and investments held in 
nuclear decommissioning and benefit investment trusts. The increase in diversified business property additions is primarily due to the 
acquisition of additional natural gas wells (See Note 4A). 

During 2005, sales of subsidiaries and other investments primarily included $405 million in base proceeds from the sale of Progress 
Rail in March 2005 and $42 million in proceeds from the sale of Winter Park distribution assets in June 2005 (See Notes 3B and 3D). 

Excluding proceeds from sales of subsidiaries and other investments, cash used in investing activities decreased approximately $8 1 1 
million in 2004 when compared with 2003. The decrease is due prirnarily to the acquisition of a nonregulated generation contract and 
acquisition of gas assets in 2003 and net proceeds from available for sale securities and other long-term investments in 2004, 
compared to net purchases in 2003. 

During 2004, sales of subsidiaries and other investments primarily included proceeds from the sale of Railcar Ltd. assets of 
approximately $75 million and proceeds of approximately $251 million related to the sale of natural gas assets in the Forth Worth 
basin of Texas. We used the proceeds from these sales to reduce indebtedness, including $241 million to pay off the Genco bank 
facility . 

During 2003, we realized approximately $450 million of net cash proceeds from the sale of NCNG and ENCNG. We also received net 
proceeds of approximately $97 million in October 2003 for the sale of our Mesa gas properties in Colorado (See Note 3G). The 
proceeds from these sales were used to reduce indebtedness, primarily commercial paper. 

During 2003, we acquired approximately 200 natural gas-producing wells for a cash purchase price of $168 million. We also acquired 
a long-term full-requirements power supply agreement with Jackson Electric Membership Corporation (Jackson) for a cash payment 
of $188 million (See Notes 3C and 3D). 

FINANCING A CTIVITIES 

Net cash provided by (used in) financing activities for the three years ending December 3 1, 2005, 2004 and 2003, was $227 million, 
$(73 1) million and $( 188) million, respectively. See Note 12 for details of debt and credit facilities. 

For 2005, cash provided by financing activities increased primarily due to additional issuances of long-term debt at the Utilities in 
2005 and an increase in common stock issuances. 

For 2004 and 2003, cash from operations exceeded net cash used in investing activities by $754 million and $172 million, 
respectively, due primarily to asset sales, which allowed for a net decrease in cash requirements provided by financing activities. 

In addition to the financing activities discussed under “Overview,” our financing activities included: 

2006 

0.0 On January 13, 2006, Progress Energy issued $300 million of 5.425% Senior Notes due 2016 and $100 million of Series A 
OuOFloating Rate Senior Notes due 20 10. These senior notes 
5 are unsecured. Interest on the Floating 
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aDnnRate Senior Notes will be based on three-month London Inter Bank Offering Rate (LIBOR) plus 45 basis points and will be 
n0nDreset quarterly. We used the net proceeds from the sale of these senior notes and a combination of available cash and 
00 Ocommercial paper proceeds to retire the $800 million aggregate principal amount of our 6.75% Senior Notes on March 1, 2006. 

Opending the application of proceeds as described above, we invested the net proceeds in short-term, interest-bearing, 
investment-grade securities. 

2005 

The following table summarizes our revolving credit agreements (RCAs) and available capacity at December 3 1, 2005: 

(in millions) Description Total Outstanding Reserved Available 

PEC Five -year (expiring 450 - (73) 3 77 

facilities 

(&)To the extent amounts are reserved for commercial paper outstanding, they are not available for additional borrowings. In addition, 
at December 3 1, 2005 and 2004, Progress Energy, Inc. had a total amount of $150 million reserved for backing of letters of credit. 
At December 31,2005, the actual amount of letters of credit issued was $33 million. 

nIn January 2005, Progress Energy used proceeds from the issuance of commercial paper to pay off $260 million of RCA loans at 
UDthe Utilities, which included $90 million at PEC and $170 million at PEF. PEF subsequently used money pool borrowings to 
0 Oreduce its outstanding commercial paper balance. 

eOOn January 31, 2005, Progress Energy entered into a new $600 million RCA, which was scheduled to expire on December 30, 
00 2005. This facility was added to provide additional liquidity, to the extent necessary, during 2005 due in part to the uncertainty of 
0 Ithe timing of storm restoration cost recovery from the hurricanes in Florida during 2004. On February 4, 2005, $300 million was 

adrawn under the Progress Energy $600 million RCA to reduce commercial paper and pay off the remaining amount of loans 
outstanding under other RCA facilities, which consisted of $160 million at Progress Energy and, through the money pool, $55 
million at PEF. As discussed below, the maximum size of the Progress Energy RCA was reduced to $300 million on March 22, 
2005, and subsequently terminated on May 16,2005. 

OeOOn March 22, 2005, PEC issued $300 million of First Mortgage Bonds, 5.15% Series due 2015, and $200 million of First 
OOnMortgage Bonds, 5.70% Series due 2035. The net proceeds from the sale of the bonds were used to pay at maturity $300 million 
0 DOof PEC's 7.50% Senior Notes on April 1, 2005, and reduce the outstanding balance of PEC's commercial paper. Pursuant to the 

nterms of Progress Energy's $600 million RCA, commitments were reduced to $300 million, effective March 22,2005. 

*nOIn March 2005, Progress Energy's $1.1 billion five-year credit facility was amended to increase the maximum total debt to total 
ooacapital ratio from 65 percent to 68 percent due to the potential impacts of a proposed interpretation of SFAS No. 109 regarding 
on accounting rules for uncertain tax positions (See Note 2). 
0 

0000n March 28, 2005, PEC entered into a new $450 million five-year RCA with a syndication of financial institutions. The PEC 
DO RCA will be used to provide liquidity support for PEC's issuances of commercial paper and other short-term obligations, The PEC 

aRCA is scheduled to expire on June 28, 2010. The new $450 million PEC RCA replaced PEC's $285 million three-year RCA and 
no$ I65 million 364-day RCA, which were each terminated effective March 28, 2005. Fees and interest rates under the new PEC 
OORCA are to be determined based upon the credit rating of PEC's long-term unsecured senior noncredit enhanced debt, currently 

rated as Baal by Moody's and BBB- by S&P. The PEC RCA includes a defined maximum total debt to capital ratio of 65 percent. 
'The PEC RCA also contains various cross-default and other acceleration provisions, including a cross-default provision for 

''defaults of indebtedness in excess of $35 million. The PEC RCA does not include a no material adverse change representation for 
borrowings or a financial covenant for interest coverage. 
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,@n January 13,2006, Progress Energy issued $300 million of 5.625% Senior Notes due 2016 and $100 million of Series A Floating Rate Senior Notes due 2010. 
These senior notesare unsecured. Interest on the Floating Rate Senior Notes will be based on three-month London Inter Bank Offering 

ORate (LIBOR) plus 45 basis points and will be reset quarterly. We used the net proceeds from the sale of these senior notes and a 
combination of available cash and commercial paper proceeds to retire the $800 million aggregate principal amount of OUT 6.75% 
Senior Notes on March I ,  2006. Pending the application of proceeds as described above, we invested the net proceeds in short- 
term, interest-bearing, investment-grade securities. 

0000n March 28, 2005, PEF entered into a new $450 million five-year RCA with a syndication of financial institutions. The PEF 
~ U O R C A  will be used to provide liquidity support for PEF's issuances of commercial paper and other short-term obligations. The PEF 

0nRCA is scheduled to expire on March 28, 2010. The new $450 million PEF RCA replaced PEF's $200 million three-year RCA 
and $200 million 364-day RCA, which were each terminated effective March 28, 2005. Fees and interest rates under the new PEF 
RCA are to be determined based upon the credit rating of PEF's long-term unsecured senior noncredit enhanced debt, currently 
rated as A3 by Moody's and BBB- by S&P. The PEF RCA includes a defmed maximum total debt to capital ratio of 65%. The 
PEF RCA also contains various cross-default and other acceleration provisions, including a cross-default provision for defaults of 
indebtedness in excess of $35 million. The PEF RCA does not include a no material adverse change representation for borrowings 
or a financial covenant for interest coverage. 

.aoIn May 2005, Progress Energy used proceeds from the issuance of commercial paper to pay off $300 million of its $600 million 
00ORCA. 

e000n May 16, 2005, PEF issued $300 million of First Mortgage Bonds, 4.50% Series due 2010. The net proceeds from the sale of 
nunthe bonds were used to reduce the outstanding balance of commercial paper. Pursuant to the terms of the Progress Energy $600 

Omillion RCA, commitments were completely reduced and the Progress Energy $600 million RCA was terminated, effective May 
16, 2005. 

.000n July 1, 2005, PEF paid at maturity $45 million of its 6.72% Medium-Term Notes, Series B with commercial paper proceeds. 
000 

0000n July 28, 2005, PEC filed a shelf registration statement with the SEC to provide $1.0 billion of capacity. The registration 
Cjnustatement was declared effective on December 23, 2005, and will allow PEC to issue various securities, including First Mortgage 

OUBonds, Senior Notes, Debt Securities and Preferred Stock. 

eaaOn July 28, 2005, PEF filed a shelf registration statement with the SEC to provide $1.0 billion of capacity. The registration 
0anstatement was declared effective on December 23, 2005, and will allow PEF to issue various securities, including First Mortgage 

OmBonds, Debt Securities and Preferred Stock. 

0a0In addition to the ongoing RCAs, Progress Energy entered into a new $800 million 364-day credit agreement on November 21, 
~1702005, which was restricted for the retirement of $800 million of 6.75% Senior Notes due March 1, 2006. On March 1, 2006, we 

nretired $800 million of our 6.75% Senior Notes, thus effectively terminating the 364-day credit agreement. 

.anon November 30, 2005, PEC issued $400 million of First Mortgage Bonds, 5.25% Series due 2015. The net proceeds from the 
Onusale of the bonds were used to reduce the outstanding balance of short-term debt, including comercial  paper borrowings and 

borrowings under our internal money pool, and for general corporate purposes. 

.OmOn December 13, 2005, PEF issued $450 million of Series A Floating Rate Senior Notes due 2008, These senior notes are 
nnrpxecured. Interest on the Floating Rate Senior Notes will be based on three-month LIBOR plus 40 basis points and will be reset 

gquarterly. The net proceeds fiom the sale of the bonds were used to reduce the outstanding balance of short-term debt, including 
commercial paper borrowings and borrowings under our intemal money pool, and for general corporate purposes. 

.OOProgress Energy issued approximately 4.8 million shares of ow common stock for approximately $208 million in net proceeds 
OnOfrom its Investor Plus Stock Purchase Plan and its employee benefit and stock option plans, net of purchases of restricted shares. 

DOFor 2005, the dividends paid on common stock were approximately $582 million. 
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2004 

enOProgress Energy paid at maturity $500 million in senior unsecured notes and entered into a new $1.1 billion five-year line of 
nOucredit, expiring August 5,  2009. Tlus facility replaced Progress Energy’s $250 million 364-day line of credit and its three-year 

00$450 million line of credit, which were both scheduled to expire in November 2004. Proceeds from the sale of natural gas assets 
were used to extinguish Progress Genco Ventures, LLC’s (Genco) $24 1 million bank facility, and Progress Capital Holdings, Inc., 
paid at maturity $25 million of Medium-Term Notes. 

enOPEC redeemed $39 million of Pollution Control Obligations and paid at maturity $300 million in First Mortgage Bonds. PEC 
Onnextended to July 27,2005, its $165 million 364-day line of credit, which was scheduled to expire on July 29, 2004. 
on 

mOOPEF paid at maturity $40 million in Medium-Term Notes. 
OD17 

 progress Energy issued approximately 1.7 million shares of our common stock for approximately $73 million in net proceeds 
OuBfrom our Investor Plus Stock Purchase Plan and our employee benefit and stock option plans, net of purchases of restricted shares. 

UFor 2004, the dividends paid on comrnon stock were approximately $558 million. 

2003 

enaProgress Energy obtained a three-year fhancing order, allowing it to issue up to $2.8 billion of long-term securities, $1.5 billion 
nnaof short-term debt, and $3 billion in parent guarantees. Progress Capital Holdings, Inc., paid at maturity $58 million in Medium- 

OOTenn Notes. Genco terminated its $50 million working capital credit facility. Under its related construction facility, Genco had 
drawn $24 1 million at December 3 1,  2003. 

s ~ o P E C  redeemed $250 million and issued $600 million in First Mortgage Bonds. 
uno 

emnPEF redeemed $250 million, issued $950 million and paid at maturity $180 million in First Mortgage Bonds. PEF also paid at 
Dnomaturity $35 million in Medium-Term Notes. 

annProgress Energy issued approximately 7.6 million shares of common stock for approximately $304 million in net proceeds fiom 
nonits Investor Plus Stock Purchase Plan and its employee benefit plans, net of purchases of restricted shares. For 2003, the dividends 

paid on common stock were approximately $541 million. 

FUTURE LIQUIDITY AND CAPITAL RESOURCES 

Please review ITEM 1A, “Risk Factors” and “SAFE HARBOR FOR FORWARD-LOOKING STATEMENTS” for a discussion of the 
factors that may impact any such forward-looking statements made herein. 

The Utilities produced approximately 100 percent of consolidated cash from operations in 2005 and over 100 percent of consolidated 
cash from operations in 2004. It is expected that the Utilities will continue to produce a majority of the consolidated cash flows fiom 
operatiom over the next several years as our nonregulated investments, primariIy generation assets, improve asset utilization and 
increase their operating cash flows. Cash from operations plus availability under current debt agreements is expected to be sufficient 
to meet ow requirements in the near term. To the extent necessary we may also access the capital markets or use limited ongoing 
equity sales fiom our Investor Plus Stock Purchase Plan and employee benefit and stock option plans to meet our liquidity 
requirements. 

The amount and timing of fbture sales of company securities will depend on market conditions, operating cash flow, asset sales and 
our specific needs* We may fiom 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. 
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At December 31, 2005, the current portion of OUT long-term debt was $513 million. We classified $397 million related to the 
retirement of $800 million of Progress Energy, Inc. 6.75% Senior Notes on March 1, 2006, as long-term debt. Settlement of this 
obligation is not expected to require the use of worlung capital in 2006 as we have the intent and ability to refinance this debt on a 
long-term basis. We used the net proceeds of $397 million from the aforementioned issuance of $300 million of 5.625% Senior Notes 
due 2016 and $100 million of Series A Floating Rate Senior Notes due 2010, and a combination of available cash and commercial 
paper proceeds to retire the $800 million aggregate principal amount of our 4.75% Senior Notes on March 1,2006. 

The following regulatory matters may impact our future liquidity and financing activities. See Note 7 for further discussion of these 
regulatory matters. 

On April 27, 2005, PEC filed for an increase in the he1 rate charged to its South Carolina retail customers with the SCPSC. PEC 
requested the $99 million increase for under-recovered fuel costs for the previous 15 months and to meet future expected fuel costs. 
On June 23, 2005, the SCPSC approved a settlement agreement filed jointly by PEC and all other parties to the proceeding. The 
settlement agreement levelizes the collection of under-recovered fuel costs over a three-year period ending June 30, 2008, and allows 
PEC to charge and recover carrying costs on the monthly unpaid balance, beginning July 1, 2006, at an interest rate of 6% 
compounded annually. An annual increase in PEC's rates of $55 million, or 12 percent, was effective July 1,2005. 

On June 3, 2005, PEC filed for an increase in the fuel rate charged to its North Carolina retail customers with the NCUC. PEC 
requested that the NCUC approve an annual increase of $276 million, or 1 I percent. PEC requested the increase for under-recovered 
he1 costs for the previous 12 months and to meet future expected he1  costs, On September 26, 2005, the NCUC approved a 
settlement agreement proposed by PEC and other parties to the proceeding. In the settlement, PEC will collect all of its fuel cost 
under-collections that occurred during the test year ended March 31, 2005, over a one-year period beginning October 1, 2005. PEC 
agreed to reduce its proposed billing increment, designed to collect future fuel costs, in order to address customer concerns regarding 
the magnitude of the proposed increase. The NCLJC approved an annual increase of $133 million, an average increase of 5 percent. In 
recognition of the likely under-collection that will result during the 12 months ending September 30, 2006, PEC is allowed to calculate 
and collect interest at 6% on the difference between its collection factor in the original request to the NCUC and the factor included in 
the settlement agreement until such amounts have been collected. The increase was effective October 1,2005. At December 3 1, 2005, 
PEC's North Carolina retail fuel costs were under-recovered by $254 million. This amount was comprised of $244 million eligible for 
recovery in 2006 and $10 million deferred from a 200 1 NCUC order that cannot be collected until 2007. 

On November 9, 2005, the FPSC approved PEF's filed request seeking a total increase of $605 million over 2005 to recover rising fuel 
costs as well as costs related to other pass-through clauses and surcharges. Fuel costs of $560 million and certain puxchased power 
costs of $42 million were the largest component of the total increase. The fuel cost increase includes $17 million from 2004 under- 
recoveries, $222 million from 2005 under-recoveries and a $321 million increase for 2006. Beginning January 1, 2006, residential 
electric bills increased by $1 1.78 per 1,000 kWhs each billing cycle through December 3 1, 2006. At December 3 1, 2005, PEF was 
under-recovered in fuel and capacity costs by $341 million. 

On September 7, 2005, the FPSC approved an agreement (Base Rate Settlement) that maintains PEF's base rates at the current level 
through late 2007, except as modified elsewhere in the Base Rate Settlement. The new base rates took effect the first billing cycle of 
January 2006 and will remain in effect through the last billing cycle of December 2009 with PEF having sole option to extend through 
the last billing cycle of June 2010. 

On July 14, 2005, the FPSC issued an order authorizing PEF to recover $232 million of storm costs, including interest, over a two- 
year period, effective August 1, 2005. PEF's initial petition in November 2004 for $252 million was an estimate. On September 12, 
2005, PEF filed a true-up for an additional $19 million in storm costs in excess of the amount requested in the original petition. The 
recovery of this difference, net of approximately $6 million of adjustments, was administratively approved by the FPSC, subject to 
audit by the FPSC staff. The impact was included in customer bills beginning January 1,2006. 

On June 1,2005, the governor of Florida signed into law a bill that allows utilities to petition the FPSC to use 
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securitized bonds to recover storm-related costs. PEF is reviewing whether it will seek FPSC approval to issue securitized debt to 
recover any outstanding balance of its 2004 storm costs and to replenish its storm reserve fund, or to continue the current 
replenishment of its storm reserve fund through base rates and a surcharge mechanism. If PEF seeks recovery through securitization 
and assuming FPSC approval, PEF expects the process to take six to nine months to complete. 

In addition, our synthetic fuel operations do not currently produce positive operating cash flow due to the difference in timing of when 
tax credits are recognized for financial reporting purposes and when tax credits are realized for tax purposes (See Note 23D). 

CAPITAL EXPENDITURES 

Total cash from operations provided the funding for our capital expenditures, including property additions, nuclear fuel expenditures 
and diversified business property additions during 2005, excluding proceeds from asset sales of $475 million. 

As shown in the table below, we expect the majority of our capital expenditures to be incurred at our regulated operations. We 
anticipate our regulated capital expenditures will increase in 2006 and 2007, primarily due to increased spending on environmental 
initiatives. Forecasted nonregulated expenditures relate primarily to Progress Ventures and its gas operations, mainly fox drilling new 
wells. 

Actual Forecasted 

(in millions) 2005 2006 2007 2008 

Regulated capital expenditures $1,080 $ 1,520 $ 1,400 S 1,600 

Regulated capital expenditures for 2006, 2007 and 2008 in the table above include approximately $370 million, $420 million and $560 
million, respectively, for environmental compliance capital expenditures. Forecasted environmental compliance capital expenditures 
for 2006, 2007 and 2008 include $320 million, $240 million and $190 million, respectively, at PEC and $50 million, $180 million and 
$370 million, respectively, at PEF. We currently estimate total hture capital expenditures for the Utilities to comply with current 
environmental laws and regulations addressing air and water quality, a portion of which are eligible for regulatory recovery, to be in 
excess of $1 .O billion each at PEC and PEF, respectively, through 2018, which is the latest compliance target date fox current air and 
water quality regdations. See Note 22 for further discussion of our environmental compliance costs and related recovery of costs. 

All projected capital and investment expenditures are subject to periodic review and revision and may vary significantly depending on 
a number of factors including, but not limited to, industry restructuring, regulatory constraints, market volatility and economic trends. 

OTHER CASH NEEDS 

During the fourth quarter of 2004, we announced the launch of a new cost-management initiative. This cost-management initiative is 
designed to permanently reduce, by $75 million to $100 million, ow projected growth in annual nonfuel O&M expenses by the end of 
2007. In addition to the workforce restructuring, the cost-management initiative included a voluntary enhanced retirement program. In 
connection with this initiative, we incurred approximately $164 million of pre-tax charges for severance and postretirement benefits 
during the year ended December 31,2005, which will be paid over time (See Note 17). We do not expect to incur any similar charges 
during 2006. 

85 



CREDIT FA CILITIES 

At December 3 1, 2005, we had committed revolving credit facilities and available balances as shown in the table in Note 12. AH of the 
revolving credit facilities supporting the credit were arranged through a syndication of financial institutions. There are no bilateral 
contracts associated with these facilities. 

Our internal financial policy precludes issuing commercial paper in excess of the supporting lines of credit. At December 3 1,2005, we 
had $175 million reserved for outstanding commercial paper balance and a total of $150 million reserved for backing of letters of 
credit, leaving an additional $1.705 billion available for future borrowing under our credit lines. At December 31, 2005, the actual 
amount of letters of credit issued was $33 million. In addition, we have requirements to pay minimal annual commitment fees to 
maintain our credit facilities. We expect to continue to use commercial paper issuances as a source of liquidity as long as we maintain 
our current short-term ratings. 

In addition to the committed RCAs at December 3 1, 2005, we had an $800 million 364-day credit agreement, which was restricted for 
the retirement of $800 million of 6.75% Senior Notes on March 1, 2006. On March 1, 2006, Progress Energy retired $800 million of 
its 6.75% Senior Notes, thus effectively terminating the 364-day credit agreement. 

All of the credit facilities include a defined maximum total debt-to-total capital ratio (leverage). Progress Energy’s RCA includes a 
minimum interest coverage ratio. We are currently in compliance with these covenants and were in compliance with these covenants 
at December 31, 2005, See Note 12 for a discussion of the credit facilities’ financial covenants, material adverse change clause 
provisions and cross-default provisions, At December 3 1, 2005, the calculated ratios for the Progress Registrants, pursuant to the 
te rm of the agreements, are as disclosed in Note 12. 

Progress Energy has on file with the SEC a shelf registration statement under which senior debt securities, junior subordinated 
debentures, common and preferred stock and other trust preferred securities, among other securities, are available for issuance. At 
December 31, 2005, there was approximately $1.1 billion available under h s  shelf registration. As a result of the $300 million and 
$100 million issuances on January 13, 2006, discussed above in “Financing Activities,” the amount available under h s  shelf 
registration statement was subsequently reduced to $674 million. 

Both PEC and PEF currently have on file with the SEC a shelf registration statement under which each can issue up to $1 .O billion of 
various long-term debt securities and preferred stock. 

Both PEC and PEF can issue First Mortgage Bonds under their respective First Mortgage Bond indentures. At December 31, 2005, 
PEC and PEF could issue up to $3.08 billion and $3.54 billion, respectively, based on property additions and $1.63 billion and $0.18 
billion, respectively, based upon retirements. 

The following table shows our total debt to total capitalization ratios at December 3 1 : 

2005 2004 

Preferred stock and 
minoritv interest 0.7% 0.7% 
Total dibt 57.7% 57.6% 
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CREDIT RA TING MATTERS 

The major credit rating agencies have currently rated OUT securities as follows: 

Moody's 
Investors Service Standard & Poor's Fitch Ratings 

Outlook Negative Stable Stable 
BBB 

_ .  

Corporate credit ~a'tin .>a 
Senior unsecured debt Baa2 BBB- BBB- 

PEC 

Comorate credit rating: Baa 1 BBB n/a 

Senior secured debt A3 BBB A- 
Baal BBB- BBB+ 

Preferred stock Baa3 BB+ BBB 

Outlook Stable Stable Stable 

P-2 A-2 F2 

FPC Capital I 

(a) Guaranteed by Progress Energy, Inc. and Florida Progress. 

These ratings reflect the current views of these rating agencies, and no assurances can be given that these ratings will continue for any 
given period of time. However, we monitor our financial condition as well as market conditions that could ultimately affect our credit 
ratings. 

On February 11, 2005, Moody's announced that it lowered the ratings of PEF, Progress Capital Holdings, Inc. and FPC Capital Trust I 
and changed their rating outlooks to stable fiom negative, Moody's affirmed the ratings of Progress Energy and PEC. The rating 
outlooks continue to be stable at PEC and negative at Progress Energy. Moody's stated that it took this action primarily due to 
declining cash flow coverages and rising leverage, higher O&M costs, uncertainty regarding the timing of hurricane cost recovery, 
regulatory risks associated with the then upcoming rate case in Florida and ongoing capital requirements to meet Florida's growing 
demand. 

On November 22, 2005, S&P announced that it revised its ratings outlook on Progress Energy fiom negative to stable, affirming the 
BBB corporate credit rating, and revising the short-term rating from A-3 to A-2. As a result of this revision, PEC's and PEF's outlooks 
and short-term ratings were also revised from negative to stable and A-3 to A-2, respectively. S&P stated that it took these actions 
primarily due to the resolution of several regulatory issues in Florida and expectations of increased llkelihood that the financial 
performance will improve over the next two years. S&P also indicated that it has improved its business position for PEF to a '4' 
(strong). The business position for PEC remains a '5' (satisfactory) and the overall business position for Progress Energy remains at a 
'6 '  (satisfactory). S&P ranks business position on a scale of '1' (excellent) to ' 10' (vulnerable). 

On December 6,  2005, S&P lowered the BBB rating on PEG'S and PEPS senior unsecured notes to EBB-. The revision reflects the 
recognition that a significani amount of the Utilities' assets (more than 30 percent o f  PEC's assets and 35 percent of PEF's assets) 
collateralize first-priority debt. 
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The changes by S&P and Moody’s did not trigger any debt or guarantee collateral requirements, nor did they have any material impact 
on the overall liquidity of Progress Energy or any of its affiliates. Fitch Ratings took no actions on Progress Energy’s, PEC’s or PEF’s 
ratings in 2005. To date, Progress Energy’s, PEC‘s and PEF’s access to the commercial paper markets has not been materially impacted 
by the rating agencies’ actions. 

OUT debt indentures and credit agreements do not contain any “ratings triggers,” which would cause the acceleration of interest and 
principal payments in the event of a ratings downgrade. If S&P lowers Progress Energy’s senior unsecured rating one ratings category 
to BB+ from its current rating, it would be a noninvestment grade rating. The effect of a noninvestment grade rating would primarily 
be increased borrowing costs. Our liquidity would essentially remain unchanged, as we believe we could borrow under OUT revolving 
credit facilities instead of issuing commercial paper for our short-term borrowing needs, However, we have certain contracts that have 
provisions triggered by a ratings downgrade to a rating below investment grade. A noninvestment grade rating by S&P or Moody’s 
would trigger additional funding requirements of approximately $540 million due to ratings triggers embedded in various contracts, as 
more fully described below under “Guarantees.” While we believe that we would be able to meet this obligation with cash or letters of 
credit, if we cannot, our financial condition, liquidity and results of operations will be materially and adversely impacted. We do not 
believe conditions are likely for significant performance under the guarantees of performance issued by or on behalf of affiliates. 

OFF-BALANCE SHFCET ARRANGEMENTS AND CONTRACTUAL OBLIGATIONS 

Our off-balance sheet arrangements and contractual obligations are described below. 

GUARANTEES 

As a part of normal business, we enter into various agreements providing future fmancial or performance assurances to third parties 
that are outside the scope of FASB Interpretation No. 45, “Guarantor’s Accounting and Disclosure Requirements for Guarantees, 
Including Indirect Guarantees of Indebtedness of Others” (FIN No, 45). These agreements are entered into primarily to support or 
enhance the creditworthiness otherwise attributed to Progress Energy or OUT subsidiaries on a stand-alone basis, thereby facilitating the 
extension of sufficient credit to accomplish the subsidiaries’ intended commercial purposes. Our guarantees include performance 
obligations under power supply agreements, tolling agreements, transmission agreements, gas agreements, fuel procurement 
agreements and trading operations. Our guarantees also include standby letters of credit, surety bonds and guarantees in support of 
nuclear decommissioning. At December 31, 2005, we have issued $1.78 billion of guarantees for future financial or performance 
assurance. Included in th s  amount is $300 million of guarantees of certain payments of two wholly owned indirect subsidiaries issued 
by the Parent (See Note 24). We do not believe conditions are likely for significant performance under the guarantees of performance 
issued by or on behalf of affiliates. 

The majority of contracts supported by the guarantees contain provisions that trigger guarantee obligations based on downgrade events 
to below investment grade (below BBB- or Baa3) by S&P or Moody‘s, ratings triggers, monthly netting of exposure andor payments 
and offset provisions in the event of a default. At December 31, 2005, no guarantee obligations had been triggered. If the guarantee 
obligations were triggered, the approximate amount of liquidity requirements to support ongoing operations within a 90-day period, 
associated with guarantees for Progress Energy’s nonregulated portfolio and power supply agreements, was $540 million. While we 
believe that we would be able to meet this obligation with cash or letters of credit, if we cannot, our financial condition, liquidity and 
results of operations will be materially and adversely impacted. 

At December 3 1, 2005, we have issued guarantees and indemnifications of certain legal, tax and environmental matters to third parties 
in connection with sales of businesses and for timely payment of obligations in support of our nonwholly owned synthetic fuel 
operations. Related to the sales of businesses, the notice period extends until 2012 for the majority of matters provided for in the 
indemnification provisions. For matters for which we receive timely notice, our indemnity obligations may extend beyond the notice 
period. Certain environmental indemnifications have no limitations as to time or maximum potential future payments. Other 
guarantees and indemnifications have an estimated maximum exposure of approximately $152 million. Additionally, in 2005 PEC 
entered into a contract with the joint owner of certain facilities at the Mayo and Roxboro plants to limit their aggregate costs 
associated 
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with capital expenditures to comply with the Clean Smokestacks Act and recognized a $I 6 million liability related to this indemnification (See Note 22B). At December 
31, 2005, we have recorded liabilities related to guarantees and indemnifications to third parties of approximately $41 million. As current estimates change, it i s  
possible that additional losses related to guarantees and indemnifications to third parties, which could be material, may be recorded in the future. 

M-T RISK AND DERIVATIVES 

Under our risk management policy, we may use a variety of instruments, including swaps, options and forward contracts, to manage 
exposure to fluctuations in commodity prices and interest rates. See Note 18 and ITEM 7A, “Quantitative and Qualitative Disclosures 
About Market Risk,” for a discussion of market risk and derivatives. 

CONTRACTUAL OBLIGATIONS 

We are party to numerous contracts and arrangements obligating us to make cash payments in future years. These contracts include 
financial arrangements such as debt agreements and leases, as well as contracts for the purchase of goods and services. Amounts in the 
following table are estimated based upon contractual terms and actual amounts will likely differ fIom amounts presented below. 
Further disclosure regarding our contractual obligations is included in the respective notes. We take into consideration the future 
commitments when assessing our liquidity and fbture fmancing needs. The following table reflects Progress Energy’s contractual cash 
obligations and other commercial commitments at December 3 1,2005, in the respective periods in which they are due: 

Less 1-3 3-5 More 
vears than 5 vears vears (in millinn<> Totalthan 1 vear 

Interest payments on long-term debt and 
interest rate derivatives (b) 6,994 63 7 1,160 964 4,233 

Our maturing debt obligations are generally expected to be refinanced with new debt issuances in the capital markets. 
Interest payments on long-term debt and interest rate derivatives are based on the interest rate effective at December 31, 2005, 
and the LIBOR forward curve at December 3 1,2005, respectively. 
Fuel and purchased power commitments represent the majority of our remaining future commitments after debt obligations. 
Essentially all of our fuel and purchased power costs are recovered through pass-through clauses in accordance with North 
Carolina, South Carolina and Florida regulations and therefore do not require separate liquidity support. 
Projected pension funding status is based on current actuarial estimates and is subject to hture revision. 

In 2008, PEC must begin transitioning amounts currently retained internally to its external decommissioning funds. The 
transition of $13 1 million must be complete by December 3 1,20 17, and at least 10 percent must be transitioned each year. 
We have certain future commitments related to four synthetic fuel facilities purchased that provide for contingent payments 
(royalties) through 2007 (See Note 23D). 
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OTHER MATTERS 

SYNTHETIC FUELS TAX CREDITS 

We have substantial operations associated with the production of coal-based synthetic frzels. The production and sale of these products 
qualifies for federal income tax credits so long as certain requirements are satisfied. These operations are subject to various risks. 

For 2005 and prior years, our ability to claim tax credits was dependent on having sufficient tax liability. Any conditions that 
negatively impact our tax liability, such as weather, could also diminish our ability to claim or utilize credits, including those 
previously generated. Beginning in 2006, Section 29 tax credits have been redesignated as a Section 45K general business credit, 
which removes the regular federal income tax liability limit on synthetic fuel production and subjects the credits to a 20-year carry 
forward period. Synthetic fuel is generally not economical to produce absent the credits. In addition, the tax credits associated with 
synthetic fuels in a particular year may be phased out if Annual Average market prices for crude oil exceed certain prices. 

Our synthetic fuel operations and related risks are described in more detail in Note 23D and ITEM lA, “Risk Factors.” 

REGULATORY ENVIRONMENT 

The Utilities’ operations in North Carolina, South Carolina and Florida are regulated by the NCUC, SCPSC and the FPSC, 
respectively. The electric businesses are also subject to regulation by the FERC, the Nuclear Regulatory Commission (NRC) and other 
federal and state agencies common to the utility business. In addition, until February 8, 2006, we were subject to SEC regulation as a 
registered holding company under PUHCA. As a result of regulation, many of the fimdamental business decisions, as well as the rate 
of return the Utilities are permitted to earn, are subject to the approval of these governmental agencies. 

PEC and PEF continue to monitor developments impacting competition and have actively participated in regulatory reform 
deliberations in North Carolina, South Carolina and Florida. Movement toward deregulation throughout the nation has effectively 
ceased due to numerous factors including but not limited to California’s experience with retail deregulation and the Enron situation. 
We expect the legislatures in all three states will continue to monitor the experiences of states that have implemented electric 
restructuring legislation. We cannot anticipate when, or if, any of these states will move to increase competition in the electric 
industry. 

The retail rate matters affected by the regulatory authorities are discussed in detail in Notes 7B and 7C. Ths discussion identifies 
specific retail rate matters, the status of the issues and the associated effects to our consolidated financial statements. 

The regulatory authorities continue to evaluate issues related to the timing, creation and structure of transmission organizations. We 
cannot predict the outcome of these matters (See Note 7D). 

In ApriI 2004, the FERC issued two orders concerning utilities’ ability to sell wholesale electricity at market-based rates. In the first 
order, the FERC adopted two new interim screens for assessing potential generation market power of applicants for wholesale market- 
based rates, and described additional analyses and mitigation measures that could be presented if an applicant does not pass one of 
these interim screens. In July 2004, the FERC issued a second order that re-affirmed its April order and initiated a rulemaking to 
consider whether the FERC’s current methodology for determining whether a public utility should be allowed to sell wholesale 
electricity at market-based rates should be modified in any way. PEF does not have market-based rate authority for wholesale sales in 
peninsular Florida. Given the difficulty PEC believes it would experience in passing one of the interim screens, on September 6, 2005, 
PEC filed revisions to its market-based rate tariffs restricting them to sales outside of PEC’s control area and peninsular Florida and a 
new cost-based tariff for sales within PEC’s control area. The FERC has accepted these revised tariffs. 

90 



LEGAL 

We are subject to federal, state and local legislation and court orders. These matters are discussed in detail in Note 23D. This 
discussion identifies specific issues, the status of the issues, accruals associated with issue resolutions and the associated exposures to 
us. 

NUCLEAR 

Nuclear generating units are regulated by the NRC. In the event of noncompliance, the NRC has the authority to impose fines, set 
license conditions, shut down a nuclear unit or some combination of these, depending upon its assessment of the severity of the 
situation, until compliance is achieved. 

Our nuclear units are periodically removed from service to accommodate n o m I  refueling and maintenance outages, repairs and 
certain other modifications (See Notes 5 and 23D). 

Due to the anticipated growth in our service territories, we anticipate we will need to increase our baseload generation in both Florida 
and the Carolinas within the next decade. We are currently evaluating ow options for future baseload generation needs. Both nuclear 
and coal technologies are being explored in parallel paths. At this time, no definitive decision has been made. 

We have announced that we are pursuing development of Combined License (COL) applications. Our announcement is not a 
commitment to build a nuclear plant. It is a necessary step to keep open the option of building a potential plant or plants. On January 
23, 2006, we announced that PEC has selected the Shearon Harris Nuclear Plant (Harris) site to evaluate €or possible future nuclear 
expansion and we announced the selection of the Westinghouse Electric AP-1000 reactor design as the technology upon which to base 
the potential application submission. We currently expect to file the application for the COL for PEC's Harris site in late September or 
early October 2007. We expect to file the application for the COL for an as-yet unspecified site in Florida in late 2007 or first quarter 
2008. We plan to announce the selection of the Florida site in spring 2006. If we receive approval from the NRC, and if the decision to 
build is made, construction could begin as early as 2010, and a new plant could be online around 2016. We estimate that it will take 
approximately 36 months for the NRC to review the COL applications and grant approval. 

A new nuclear plant may be eligible for the federal production tax credits and risk insurance provided by the Energy Policy Act of 
2005 (EPACT). EPACT provides an annual tax credit of 1.8 cents/kWh for nuclear facilities for the first eight years of operation. The 
credit is limited to the fust 6,000 MW of new nuclear generation in the United States and has an annual cap of $125 million per unit. 
The credit allocation process among new nuclear plants has not been determined. Other utilities have announced plans to pursue new 
nuclear plants, and there is no guarantee that any nuclear plant constructed by us would qualify for these additional incentives. 

Whle we currently estimate that we will need to increase our baseload capacity, our assumptions regarding future growth and 
resulting power demand in our service territories may not be realized. If anticipated growth levels are not realized, we may increase 
OUT baseload capacity and have excess capacity. This excess capacity may exceed reserve margins established by the NCUC, SCPSC 
and FPSC to meet ow obligation to serve retail customers arid, as a result, may not be recoverable in base rates. 

ENVIRONMENTAL MATTERS 

We are subject to federal, state and local regulations addressing air and water quality, hazardous and solid waste management and 
other environmental matters. These environmental matters are discussed in detail in Note 22. This discussion identifies specific 
environmental issues, the status of the issues, accruals associated with issue resolutions and our associated exposures. We accrue costs 
to the extent our liability is probable and the costs can be reasonably estimated. It is probable that additional losses, which could be 
material, m y  be incurred in the future. 
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NEW ACCOUNTING STANDARDS 

See Note 2 for a discussion of the impact of new accounting standards. 
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PEC 

The information required by this item is incorporated herein by reference to the following portions of Progress Energy‘s Management‘s 
Discussion and Analysis of Financial Condition and Results of Operations, insofar as they relate to PEC: RESULTS OF 
OPERATIONS; APPLICATION OF CRITICAL ACCOUNTING POLICIES AND ESTIMATES; LIQUIDITY AND CAPITAL 
RESOURCES; FUTURE OUTLOOK and OTHER MATTERS. 

The following Management’s Discussion and Analysis and the information incorporated herein by reference contain forward-lookmg 
statements that 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. Please review ITEM 1 A, “Risk Factors” and 
“SAFE HARBOR FOR FORWARD-LOOKING STATEMENTS” for a discussion of the factors that may impact any such fonvard- 
looking statements made herein. 

LIOUIDITY AND CAPITAL RESOURCES 

OVERVIEW 

PEC has primarily used a combination of debt securities, first mortgage bonds, pollution control bonds, commercial paper facilities 
and revolving credit agreements for liquidity needs in excess of cash provided by operations. PEC also participates in the utility 
money pool, which allows PEC and PEE to lend and borrow between each other. 

On March 22, 2005, PEC issued $300 million of First Mortgage Bonds, 5.15% Series due 2015, and $200 million of First Mortgage 
Bonds, 5.70% Series due 2035. On March 28, 2005, PEC entered into a new $450 million five-year RCA that replaced PEC’s $285 
million three-year RCA and $165 million 364-day RCA, which were each terminated effective March 28, 2005. On November 30, 
2005, PEC issued $400 million of First Mortgage Bonds, 5.25% Series due 2015. See further discussion of these items above in 
Progress Energy under “Financing Activities.” 

On July 28, 2005, PEC filed a shelf registration statement with the SEC to provide $1 .O billion of capacity. The registration statement 
was declared effective on December 23,2005. 

As discussed above in the Progress Energy “Credit Rating Matters,” in November 2005, S&P revised PEC’s outlook and short-term 
rating from negative to stable and A-3 to A-2, respectively. The business position for PEC remains a ’5’ (satisfactory). On December 
6, 2005, S&P lowered the BBB rating on PEC’s senior unsecured notes to BBB-. 

PEC expects to have sufficient resources to meet its future obligations either through internally generated funds, its short tem-term 
borrowing facilities or through the issuance of long-term debt or preferred stock. 

CASH FLOW DISCUSSION 

HISTORICAL FOR 200.5 AS COMPARED TO 2004 AND 2004 AS COMPARED TO 2003 

In 2005, cash provided by operating activities decreased when compared to 2004. The $44 million decrease in operating cash flow was 
primarily due to an $88 million increase in the under-recovery of fuel cost driven by rising fuel costs, partially offset by a $55 million 
improvement in working capital, including the impact of a prepayment received from a wholesale customer. In November 2005, PEC 
entered into a contract with the PWC in which the PWC prepaid $141 million in exchange for future capacity and energy power sales. 
The prepayment is expected to cover approximately two years of electricity service and includes a prepayment discount of 
approximately $16 million. The improvement in working capital needs for 2005 compared to 2004 was mainly driven by the current 
portion of the prepayment received from the PWC as discussed above and favorability from tax payments, partially offset by increases 
in the change in receivables and inventory purchases, primarily coal. The increase in the change in receivables is primarily due to 
increased sales driven by weather, timing ofreceipts and the impact of excess generation sales. In 2005, PEC filed requests with the 
North Carolina and South Carolina state commissions seeking rate increases for fuel cost recovery, including amounts for previous 
under-recoveries. See “Future Liquidity and Capital Resources” under Progress Energy above and Note 7. 
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In 2004, cash provided by operating activities decreased when compared to 2003. The $157 million decrease was caused primarily by 
an $89 million increase from under-recovery of fuel costs and a $77 million decrease in payables to affiliates. 

111-2005, cash used in investing activities increased when compared to 2004. The $326 million increase is due primarily to a $253 
million decrease in net proceeds from available-for-sale securities and other long-term investments and $62 million in additional 
capital expenhtures for property, primarily related to an increase in spending for compliance with the Clean Smokestacks Act, and 
nuclear he1 additions. Available-for-sale securities and other long-term investments include marketable debt securities and 
investments held in nuclear decommissioning and benefit investment trusts. 

In 2004, cash used in investing activities decreased approximately $207 million when compared with 2003. The decrease is primarily 
due to net proceeds from available for sale securities and other long-term investments in 2004, compared to net purchases in 2003. 
The decrease is partially offset by an increase in capital expenditures, primarily related to an increase in spending for compliance with 
the Clean Smokestacks Act, and an increase in nuclear fie1 additions. 

See the discussion above for Progress Energy under “Financing Activities” for kformation regarding PEC’s financing activities. 

FUTURE LIQUIDITY AND CAPITAL FlESOZTRCES 

PEC’s estimated capital requirements for 2006, 2007 and 2008 are approximately $855 million, $800 million and $860 million, 
respectively, and primarily reflect construction expenditures to support customer growth, add regulated generation, upgrade existing 
facilities and for environmental control facilities as discussed above in “Capital Expenditures” under Progress Energy. 

PEC expects to fund its capital requirements primarily through internally generated funds. In addition, PEC has $450 million in credit 
facilities that support the issuance of commercial paper. Access to the commercial paper market and the utility money pool provide 
additional liquidity to help meet PEC’s working capital requirements. To the extent necessary, PEC may access the capital markets to 
meet its liquidity requirements. 

The following table shows PEC’s total debt to total capitalization ratios at December 3 1 : 

2005 2004 
Common stock 45.0% 47.1% 
equity 
Preferred stock 0.9% 0.9% 
Total, debt 54.1% 52.0% 

See the discussion above under Progress Energy and Note 12 for further discussion of PEC’s future liquidity and capital resources. 

OFF-BALANCE SHEET ARRANGEMENTS AND CONTRACTUAL OBLIGATIONS 

PEC’s off-balance sheet arrangements and contractual obligations are described below. 

MARKET RISK AND DERIVATIVES 

Under its risk management policy, PEC may use a variety of instruments, including swaps, options and forward contracts, to manage 
exposure to fluctuations in commodity prices and interest rates. See Note f 8 and ITEM 7A, “Quantitative and Qualitative Disclosures 
About Market Risk,” for a discussion of market risk and derivatives. 
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CONTRACTUAL OBLIGATIONS 

PEC is party to numerous contracts and arrangements obligating it to &e cash payments in future years. These contracts include 
financial arrangements such as debt agreements and leases, as well as contracts for the purchase of goods and services. Amounts in the 
following table are estimated based upon contractual terms and will likely differ from actual amounts. Further disclosure regarding 
PEC's contractual obligations is included in the respective notes to the PEC Consolidated Financial Statements. PEC takes into 
consideration the future commitments when assessing its liquidity and future financing needs. The following table reflects PEC's 
contractual cash obligations and other commercial commitments at December 31, 2005, in the respective periods in which they are 
due: 

(in millions) 
Less than 1 More than 

Total Year 1-3 vears3-5 vears 5 years 
Long-ie $ 3,691 06 85 

Interest payments on long-term debt and interest 
rate derivatives (b) 2,044 202 370 293 1,179 

304 36 62 4.8 158 

Other commitments (e) 13 1 13 26 92 \ ,  

Total $ 10,587 $ 1,260 $2,632 $ 1,366 $ 5,329 

(a) PEC's maturing debt obligations are generally expected to be refinanced with new debt issuances in the capital markets. 

(b) Interest payments on long-term debt and interest rate derivatives are based on the interest rate effective at December 3 1, 2005, 
and the LIBOR forward curve at December 3 1,2005, respectively. 

(c) Fuel and purchased power commitments represent the majority of PEC's remaining future commitments after its debt 
obligations. Essentially all of PEC's fuel and purchased power costs are recovered through pass-through clauses in accordance 
with North Carolina and South Carolina regulations and therefore do not require separate liquidity support. 

(d) Projected pension funding status is based on current actuarial estimates and is subject to future revision. 

( e )  In 2008, PEC must begin transitioning amounts currently retained internally to its extemal decommissioning funds. The 
transition of $13 1 million must be complete by December 3 1,2017, and at least 10% must be transitioned each year. 
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PEF 

The information required by th s  item is incorporated herein by reference to the following portions of Progress Energy’s Management’s 
Discussion and Analysis of Financial Condition and Results of Operations, insofar as they relate to PEF: RESULTS OF 
OPERATIONS; APPLICATION OF CRITICAL ACCOUNTING POLICIES AND ESTIMATES; LIQUIDITY AND CAPITAL 
RESOURCES; FUTURE OUTLOOK and OTHER MATTERS. 

The following Management’s Discussion and Analysis and the information incorporated herein by reference contain forward-looking 
statements that 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. Please review ITEM 1 A, “Risk Factors” and 
“SAFE HARBOR FOR FORWARD-LOOKING STATEMENTS” for a discussion of the factors that may impact any such fonvard- 
looking statements made herein. 

LIQUIDITY AND CAPITAL RESOURCES 

OVERVIEW 

PEF has primarily used a combination of debt securities, first mortgage bonds, pollution control bonds, commercial paper facilities 
and revolving credit agreements €or liquidity needs in excess of cash provided by operations. PEF also participates in the utility money 
pool, which allows PEC and PEF to lend and bon-ow between each other. 

On March 28, 2005, PEF entered into a new $450 million five-year RCA that replaced PEF’s $200 million three-year RCA and $200 
million 364-day RCA, which were each terminated effective March 28, 2005. On May 16, 2005, PEF issued $300 million of First 
Mortgage Bonds, 4.5% Series due 2010. On July 1, 2005, PEF paid at maturity $45 million of its 6.72% Medium-Term Notes, Series 
B. On December 13, 2005, PEF issued $450 million of Series A Floating Rate Senior Notes due 2008, See further discussion above in 
Progress Energy under “Financing Activities.” 

On July 28, 2005, PEF filed a shelf registration statement with the SEC to provide $1.0 billion of capacity. The registration statement 
was declared effective on December 23,2005. 

As discussed above in the Progress Energy “Credit Rating Matters,” in November 2005, S&P revised PEF’s outlook and short-term 
rating from negative to stable and A-3 to A-2, respectively. The business position for PEF was improved to a ’4’ (strong). On 
December 6,2005, S&P lowered the BBB rating on PEF’s senior unsecured notes to BBB-. 

PEF expects to have sufficient resources to meet its future obligations either through internally generated funds, its short term-term 
borrowing facilities or through the issuance of long-term debt or preferred stock. 

CASH FLOW DISCUSSION 

HISTORICAL FOR 2005 AS COMPARED TO 2004 AND 2004 AS COMPARED TO 2003 

Cash from operating activities for 2005 decreased when compared with 2004. The $103 million decrease in operating cash flow was 
primarily due to a $210 million increase in the under-recovery of fuel costs driven by rising fuel costs and a $32 million increase in 
working capital needs, partially offset by a $193 million reduction in storm cost spending at PEF in 2005 compared to 2004. The 
increase in working capital needs for 2005 compared to 2004 was mainly driven by a $50 million increase in the change in 
receivables, primarily due to increased sales largely driven by rising fie1 prices and timing of receipts. In 2005, PEF filed requests 
with the Florida state commission seeking rate increases for fuel cost recovery, including amounts for previous under-recoveries. PEF 
also received approval from the FPSC authorizing PEF to recover $245 million over a two-year period, including interest, of the costs 
it incurred and previously deferred related to PEF’s restoration of power to customers associated with the four hurricanes in 2004, See 
“Future Liquidity and Capital Resources” below and Note 7 for additional information. 
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PEF’s operating cash flow increased by $85 million to $533 million in 2004, due primarily to an increase in deferred taxes fiom the 
restoration costs and casualty losses from the hurricanes for tax purposes and recovery of previously under-recovered fuel costs of 
$204 million, offset by storm costs. 

In 2005, cash used in investing activities increased when compared to 2004. The $10 million increase is due primarily to $47 million 
in nuclear fuel additions, partially offset by $42 million in proceeds fiom the sale of Winter Park distribution assets in June 2005 (See 
Note 7C). 

PEF’s capital expenditures, including nuclear fuel additions, totaled $492 million and $577 million for 2004 and 2003, respectively. 
These expenditures are primarily for transmission and distribution assets and generating facilities necessary to meet the needs of the 
utility‘s growing customer base. Cash used in investing activities was higher in 2003 primarily due to nuclear fuel additions. 

In planning for its future generation needs, PEF 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 PEF, Florida Power & Light and Tampa Electric Company to increase the 
reserve margin to 20% by 2004. 

In response, PEF constructed additional generating units at the Hines site. Hines Unit 2 was placed into service in December 2003 and 
Hines Unit 3 was placed into service in November 2005. In addition, PEF received approval to begin construction of a fourth unit at 
the Hines Energy Complex and ground was broken for the fourth unit on February 2,2006. 

See the discussion above for Progress Energy under “Financing Activities” for information regarding PEF’s financing activities. 

FUTURE LIQUIDITY AND CAPITAL RESOURCES 

At PEF, cash fiom operations is the primary source of cash for the utility’s capital expenditures. PEF’s estimated capital requirements 
for 2006, 2007 and 2008 are approximately $725 million, $740 million and $850 million, respectively, and primarily reflect 
construction expenditures to support customer growth, add regulated generation, upgrade existing facilities and for environmental 
control facilities as discussed above in “Capital Expenditures” under Progress Energy. 

PEF expects to fund its capital requirements primarily through internally generated funds. In addition, PEF has $450 million in credit 
facilities that support the issuance of commercial paper. Access to the commercial paper market and the utility money pool provide 
additional liquidity to help meet PEF’s working capital requirements, To the extent necessary, PEF may access the capital markets to 
meet its liquidity requirements. 

The following table shows PEF’s total debt to total capitalization ratios at December 3 1 : 

2c10s 2004 ----  ~ 

Common stock 48.6% 48.5% 
equity 
Preferred stock 0.6% 0.7% 

See the discussion above under Progress Energy and Note 12 for further discussion of PEF’s future liquidity and capital resources. 

OFF-BALANCE SHEET AliRANGEMENTS AND CONTRACTUAL OBLIGATIONS 

See Note 23A for information on PEF’s contractual obligations at December 3 1,2005. 
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MARKET ]RISK AND DERIVATIVES 

Under its risk management policy, PEF may use a variety of instruments, including swaps, options and forward contracts, to manage 
exposure to fluctuations in commodity prices and interest rates. See Note 18 and ITEM 7A, “Quantitative and Qualitative Disclosures 
About Market Risk,” for a discussion of market risk and derivatives. 
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 

We are exposed to various risks related to changes in market conditions. Market risk represents the potential loss arising from adverse 
changes in market rates and prices. We have a risk management committee that includes senior executives from various business 
groups. The risk management committee is responsible for adrmnistering risk management policies and monitoring compliance with 
those policies by all subsidiaries. Under our risk policy, we may use 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 to the extent 
that the counterparty fails to perform under the contract. We mitigate such risk by performing credit reviews using, among other 
things, publicly available credit ratings of such counterparties (See Note 18). 

The following disclosures about market risk contain forward-looking statements that involve estimates, projections, goals, forecasts, 
assumptions, risks and uncertainties that could cause actual results or outcomes to differ materially fiom those expressed in the 
fonvard-looking statements. Please review ITEM 1 A, “Rxk Factors” and “SAFE HARBOR FOR FORWARD-LOOKING 
STATEMENTS’’ for a discussion of the factors that may impact any such fonvard-loolung statements made herein. 

PROGRESS ENERGY, INC. 

Certain market risks are inherent in our fmancial instruments, which arise fiom transactions entered into in the normal C O U T S ~  of 
business. Our primary exposures are changes in interest rates with respect to ow long-term debt and commercial paper, fluctuations in 
the return on marketable securities with respect to our nuclear decommissioning trust Eunds, changes in the market value of CVOs, and 
changes in energy-related commodity prices. 

These fmancial instruments are held for purposes other than trading, The risks discussed below do not include the price risks 
associated with nonfinancial instrument transactions and positions associated with our operations, such as purchase and sales 
commitments and inventory. 

INTEREST RATE RISK 

From time to time, we use interest rate derivative instruments to adjust the mix between fixed- and floating-rate debt in our debt 
portfolio, to mitigate OUT exposure tu interest rate fluctuations associated with certain debt instruments, and to hedge interest rates with 
regard to future fixed-rate debt issuances. 

The notional amounts of interest rate derivatives are not exchanged and do not represent exposure to credit loss. In the event of default 
by a counterparty, the risk in the transaction is the cost of replacing the agreements at current market rates. We enter into interest rate 
derivative agreements only with banks with credit ratings of single A or better. 

We use a number of models and methods to determine interest rate risk exposwe and fair value of derivative positions. For reporting 
purposes, fair values and exposures of derivative positions are determined as of the end of the reporting period using the Bloomberg 
Financial Markets system. 

In accordance with SFAS No. 133, “Accounting for Derivative and Hedging Activities” (SFAS No. 133), interest rate derivatives that 
qualify as hedges are broken into one of two categories: cash flow hedges or fair value hedges. Cash flow hedges are used to reduce 
exposure to changes in cash flow due to fluctuating interest rates. Fair value hedges are used to reduce exposure to changes in fair 
value due to interest rate changes. 

The following tables provide information at December 3 1,2005 and 2004, about our 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 and FPC obligated mandatorily redeemable securities of trust. The tables also include estimates of the fair value of our interest 
rate risk-sensitive instruments based on quoted market prices for these or similar issues. For interest rate swaps and interest rate 
forward contracts, the tables present notional amounts and weighted-average interest rates by contractual maturity dates for 2006-20 10 
and thereafter 

99 



and the fair value of the related hedges. Notional amounts are used to calculate the contractual cash flows to be exchanged under the interest rate swaps and the 
settlement amounts under the interest rate forward contracts. See Note 18 for more information on interest rate derivatives. 

Fair Value 
December 31, 

December 3 1,2005 

Tnterest rate - 7.10'5 7.1Oo/n 

Interest rate forward contracts $ 100 !$ 100 $ 1  

(a) Excludes $397 million in 2006 classified as long-term debt at December 3 1,2005. 

(b) FPC Capital I - Quarterly Income Preferred Securities. 

(c)  Rate is 3-month LIBOR, which was 4.54% at December 31,2005. 

At December 3 1, 2005, we classified $397 million related to the retirement of $800 million of Progress Energy, Inc. 6.75% Senior 
Notes on March I,  2006, as long-term debt. Settlement of this obligation is not expected to require the use of working capital in 2006 
as we have the intent and ability to refinance ths  debt on a long-term basis. On January 13, 2006, Progress Energy issued $300 million 
of 5,625% Senior Notes due 2016 and $100 million of Series A Floating Rate Senior Notes due 2010, receiving net proceeds of $397 
million. These senior notes are unsecured. 

December 3 1,2004 Fair Value 
December 

Averape interest rate 7.38% 6.78% 6.41% 6.27% 5.95% 6.55% 6.54% 
0 -  

- -  --. 

Variable-rate - $ 55 - $160 - $  861 $1,076 $ 1,077 
debt 

- 3.19% 1.70% 1.99% 

Interest rate - 7.10% 7.10% 

Average receive rate = 4.10% - 4.65% 4.28% - -  _ -_  

Interest rate forward 
contracts 
Averape nav rate 3.07% - 4.90% 3.79% 

P- r. - _  _ _ _  
Average re 

(b) Rate is 3-month LIBOR, which was 2.56% at December 31,2004. 
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MARKETABLE SECURITIES PIUCE RISK 

The Utilities maintain trust funds, pursuant to NRC requirements, to fund certain costs of decommissioning 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, 2005 and 2004, the fair value of these funds was $1.13 billion and $1.04 billion, 
respectively, including $640 million and $581 million, respectively, for PEC and $493 million and $463 million, respectively, for 
PEF. We actively monitor ow portfolio by benchmarhng the performance of our investments against certain indices and by 
maintaining, and periodically reviewing, target allocation percentages for various asset classes. The accounting for nuclear 
decommissioning recognizes that the Utilities’ regulated electric rates provide for recovery of these costs net of any trust fund 
earnings, and, therefore, fluctuations in trust Eund marketable security returns do not affect earnings. See Note 13 for fixther 
information on the trust fund securities. 

CONTINGENT VALUE OBLIGATIONS MARKET VALUE RISK 

In connection with the acquisition of FPC, the Parent issued 98.6 million CVOs. Each CVO represents the right of the holder 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 recorded at fair value, 
and unrealized gains and losses from changes in fair value are recognized in earnings. At December 3 1,2005 and 2004, the fair value 
of these CVOs was $7 million and $13 million, respectively. A hypothetical 10 percent decrease in the December 31, 2005, market 
price would result in a $1 million decrease in the fair value of the CVOs. 

COMMODITY PRICE IUSK 

We are exposed to the effects of market fluctuations in the price of natural gas, coal, fuel oil, electricity and other energy-related 
products marketed and purchased as a result of our ownership of energy-related assets. Our exposure to these fluctuations is 
significantly limited by the cost-based regulation of the Utilities. Each state commission allows electric utilities to recover certain of 
these costs through various cost recovery clauses to the extent the respective commission determines that such costs are prudent. 
Therefore, while there may be a delay in the timing between when these costs are incurred and when these costs are recovered fkom 
the ratepayers, changes from year to year have no material impact on operating results. In addition, many of our long-term power sales 
contracts shift substantially all fuel responsibility to the purchaser. We also have oil price risk exposure related to synthetic fuel tax 
credits (See Note 23D). 

We perform sensitivity analyses to estimate our exposure to the market risk of our commodity positions. We exclude the impact of 
derivative commodity instruments that are recovered through cost-based regulation at PEF from this analysis. A hypothetical 10 
percent increase or decrease in commodity market prices in the near term on our derivative commodity instruments would not have 
had a material effect on our financial position, results of operations or cash flows at December 3 1, 2005 and 2004. 

See Note 18 for additional information with regard to o w  commodity contracts and use of derivative financial instruments. 

ECONOMIC DERIVATIVES 

Derivative products, primarily electricity and natural gas contracts, may be entered into from time to time for economic hedging 
purposes. While management believes the economic hedges mitigate exposures to fluctuations in commodity prices, these instruments 
are not designated as hedges for accounting purposes and are monitored consistent with trading positions. We manage open positions 
with strict policies that limit our exposure to market risk and require daily reporting to management of potential financial exposures. 
Gains and losses from such contracts were not material to our or the Utilities’ results of operations during 2005, 2004 and 2003. PEC 
did not have material outstanding positions in such contracts at December 3 1, 2005 and 2004. We and PEF did not have material 
outstanding positions in such contracts at December 3 1 , 2005 and 2004, other than those receiving regulatory accounting treatment at 
PEF, as discussed below. 
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PET; has derivative instruments related to its exposure to price fluctuations on he1 oil and natural gas purchases. These instruments 
receive regulatory accounting treatment. Unrealized gains and losses are recorded in regulatory liabilities and regulatory assets, 
respectively, until the contracts are settled. Once settled, any realized gains or losses are passed through the fuel clause. At December 
3 1, 2005, the fair values of the instruments were a $77 million short-term derivative asset position included in other current assets, a 
$45 million long-term derivative asset position included in other assets and deferred debits, and a $6 million long-term derivative 
liability position included in other liabilities and deferred credits. At December 3 1, 2004, the fair values of the instruments were a $2 
million long-term derivative asset position included in other assets and deferred debits and a $5 million short-term derivative liability 
position included in other current liabilities. 

CASH FLOW HEDGES 

We use natural gas and power hedging instruments to manage a portion of the market risk associated with fluctuations in the future 
purchase and sales prices of natural gas and power. Our subsidiaries designate a portion of commodity derivative instruments as cash 
flow hedges under SFAS No. 133. 

The fair values of commodity cash flow hedges at December 3 1 were as follows: 

Progress PEC PEF 
Energy 

(in millions) 2005 2004 2005 2004 2005 2004 
Fairvalueof $170 $ - $7 $ -  $ -  $ -  
assets 
Fair value of (58) (15) (4) - 
liabilities 
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PEG' 

PEC has certain market risks inherent in its financial instruments, which arise from transactions entered into in the normal course of 
business. PEC's primary exposures are changes in interest rates with respect to long-term debt and commercial paper, fluctuations in 
the retum on marketable securities with respect to its nuclear decommissioning trust funds, and changes in energy-related commodity 
prices. 

The information required by this item is incorporated herein by reference to the Quantitative and Qualitative Disclosures About 
Market Risk insofar as it relates to PEC. 

INTEREST RATE RISK 

The following tables provide information at about PEC's interest rate risk sensitive instruments: 

December 31,2005 Fair Value 
December 

Average interest rate - 3.04% 3.04% 

December 31,2004 
Fair Value 

(dollars in millions) December 
2005 2006 2007 2008 2009 Thereafter Total 31,2004 

Fixed-rate long-term debt $300 - $ 200. $ 300 $400 $ 1,249 $ 2,449 $2,686 
Averarre interest rate 7.50% - 6.80% 6.65% 5.95% 6.13% 6.38% " 
Variable-rate long-term $ 620 $ 620 $ 421 
debt 
Averape interest rate - 1.71% 1.71% 

- $ 131 $ 131 $ (2) 

Average pay rate - 4.90% 4.90% 

(a) Rate is 3-month LIBOR, which was 2.56% at December 3 1,2004. 

COMMODITY PRICE RISK 

PEC is exposed to the effects of market fluctuations in the price of natura1 gas, coal, fuel oil, electricity and other energy-related 
products marketed and purchased as a result of its ownershp of energy-related assets. PEC's exposure to these fluctuations is 
significantly limited by cost-based regulation. Each state commission allows electric utilities to recover certain of these costs through 
various cost recovery clauses to the extent the respective commission determines that such costs are prudent. Therefore, while there 
may be a delay in the timing between when these costs are incurred and when these costs are recovered from the ratepayers, changes 
from year to year have no material impact on operating results. PEC may engage in limited economic hedging activity using natural 
gas and electricity financial instruments. See "Commodity Price Risk" discussion under Progress Energy above and Note 18 for 
additional information with regard to PEC's commodity contracts and use of derivative financial instruments, 
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PEF 

PEF has certain market risks inherent in its financial instruments, which arise from transactions entered into in the normal course of 
business. PEF’s primary exposures are changes in interest rates with respect to long-term debt and commercial paper, fluctuations in 
the return on marketable securities with respect to its nuclear decommissioning trust funds, and changes in energy-related commodity 
prices. 

The information required by this item is incorporated herein by reference to the Quantitative and Qualitative Disclosures About 
Market Rzsk insofar as it relates to PEF. 

INTEREST RATE RISK 

The following tables provide information at about PEF’s interest rate risk sensitive instruments: 

December 31,2005 Fair Value 
December 3 1, 

Average interest rate - 4.88% - 3.07% 4.25% 
December 3 1,2004 Fair Value 

ldollars in millions) 2005 2006 2007 2008 2009 Thereafter Total 2004 
December 3 1, 

, 
Fixed-rate long-termdebt $48 $48 $ 89 S 82 - $ 1,400 $ 1,667 $ 1,784 
Average interest rate 6.72% 6.76% 6.80% 6.87% - 5.65% 5.83% U _. 

Variable-rate long-term - $ 5 5  - $ 241 S 296 $ 296 
debt 
Average interest rate - 2.95% - 1.67% 1.91% 

COMMODITY PRICE RISK 

PEF is exposed to the effects of market fluctuations in the price of natural gas, coal, fuel oil, electricity and other energy-related 
products marketed and purchased as a result of its ownership of energy-related assets. PEF‘s exposure to these fluctuations is 
significantly limited by its cost-based regulation. The FPSC allows PEF to recover certain fuel and purchased power costs to the 
extent the FPSC determines that such costs are prudent. Therefore, whle there may be a delay in the timing between when these costs 
are incurred and when these costs are recovered from the ratepayers, changes from year to year have no material impact on operating 
results. See “Commodity Price Risk” discussion under Progress Energy above and Note 18 for additional information with regard to 
PEF’s commodity contracts and use of derivative financial instruments. 
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1l'EM 8. FlNANClAL S'l'Al'hMbN'l'Y ANL) YUYYLbMbN'l'AKY UA 1'A 

The following financial statements, supplementary data and financial statement schedules are included herein: 

Progress Energy, Inc. 
Reports of Independent Registered Public Accounting Firm 
Consolidated Statements of Income for the Years Ended December 31,2005,2004 and 2003 
Consoiidated Balance Sheets at December 3 1, 2005 and 2004 
Consolidated Statements of Cash Flows for the Years Ended December 3 1,2005,2004 and 2003 
Consolidated Statements of Changes in Common Stock Equity for the Years Ended December 3 1, 
2005,2004 and 2003 
Consolidated Statements of Comprehensive Income for the Years Ended December 3 1,2005, 2004 
and 2003 

Carolina Power & Light Company d/b/a Progress Enerey Carolinas, Inc. (PEC) 
Reports of Independent Registered Public Accounting Firm 
Consolidated Statements of Income for the Years Ended December 3 1,2005,2004 and 2003 
Consolidated Balance Sheets at December 3 1,2005 and 2004 
Consolidated Statements of Cash Flows for the Years Ended December 31,2005,2004 and 2003 
Consolidated Statements of Changes in Common Stock Equity for the Years Ended December 3 1, 
2005,2004 and 2003 
Consolidated Statements of Coqrehensive Income for the Years Ended December 3 1, 2005, 2004 
and 2003 

Florida Power Corporation d/b/a Progress Enerpy Florida, Inc. (PEF) 
Reports of Independent Registered Public Accounting Firm 
Statements of Income for the Years Ended December 3 1,2005,2004 and 2003 
Balance Sheets at December 3 1,2005 and 2004 
Statements of Cash Flows for the Years Ended December 3 1,2005,2004 and 2003 
Statements of Changes in Common Stock Equity for the Years Ended December 31, 2005, 2004 
and 2003 
Statements of Comprehensive Income for the Years Ended December 3 1,2005,2004 and 2003 

Combined Notes to the Financial Statements for Progress Energy, Inc., Carolina Power & Light Company d/b/a Progress Energy 
Carolinas, Inc. and Florida Power Corporation d/b/a Progress Energy Florida, Inc. 

Note 1 - Organization and Summary of Significant Accounting Policies 
Note 2 - New Accounting Standards 
Note 3 - Divestitures 
Note 4 - Acquisitions and Business Combinations 
Note 5 - Property, Plant and Equipment 
Note 6 - Current Assets 
Note 7 - Regulatory Matters 
Note 8 - Goodwill and Other Intangible Assets 
Note 9 - Impairments of Long-Lived Assets and Investments 
Note 10 - Equity 
Note 11 - Preferred Stock of Subsidiaries - Not Subject to Mandatory Redemption 
Note 12 - Debt and Credit Facilities 
Note 13 - Investments and Fair Value of Financial Instruments 
Note 14 - Income Taxes 
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Note 15 - Contingent Value Obligations 
Note 16 - Benefit Plans 
Note 17 - Severance 
Note 18 - Risk Management Activities and Derivatives Transactions 
Note 19 - Related Party Transactions 
Note 20 - Financial Information by Business Segment 
Note 21 - Other Income and Other Expense 
Note 22 - Environmental Matters 
Note 23 - Commitments and Contingencies 
Note 24 - Condensed Consolidating Statements 
Note 25 - Subsequent Event 
Note 26 - Quarterly Financial Data (Unaudited) 

Each of the preceding combined notes to the financial statements of the Progress Registrants are applicable to Progress Energy, Inc. 
but not to each of PEC and PEF. The following table sets forth which notes are applicable to each of PEC and PEF. 

Registrant Applicable Notes 
PEC 1,2,5 through 10,12 through 14,16 through 23 and 26 
PEF 1 through 10, 12 through 14, 16 through 23 and 26 

Consolidated Financial Statement Schedules for the Years Ended December 3 1,2005,2004 and 2003: 

Report of Independent Registered Public Accounting Firm on Financial Statement Schedule - 
Progress Energy, Inc. 
Schedule I1 - Valuation and Qualifying Accounts - Progress Energy, Inc. 
Report of Independent Registered Public Accounting Firm on Financial Statement Schedule - 
Carolina Power & Light Company d/b/a Progress Energy Carolinas, Inc. 
Schedule I1 - Valuation and Qualifying Accounts - Carolina Power & Light Company d/b/a 
Progress Energy Carolinas, Inc. 
Report of Independent Registered Public Accounting Firm on Financial Statement Schedule - 
Florida Power Corporation d/b/a Progress Energy Florida, Inc. 
Schedule I1 - Valuation and Qualifying Accounts - Florida Power Corporation d/b/a Progress 
Energy Florida, Inc. 

All other schedules have been omitted as not applicable or are not required because the information required to be shown is included 
in the Financial Statements OT the Combined Notes to the Financial Statements. 

106 



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

TO THE BOARD OF DIRECTORS AND SHAREHOLDERS OF PROGRESS ENERGY, INC. 

We have audited the accompanying consolidated balance sheets of Progress Energy, Inc., and its subsidiaries (the Company) at 
December 3 1, 2005 and 2004, and the related consolidated statements of income, comprehensive income, changes in common stock 
equity, and cash flows for each of the three years in the period ended December 31, 2005. These financial statements are the 
responsibility of the Company's management. Our responsibility is to express an opinion on these financial statements based on OUT 
audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). 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 financial 
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 om audits provide it reasonable basis for our opinion. 

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of the Company at 
December 31, 2005 and 2004, and the results of their operations and their cash flows for each of the three years in the period ended 
December 3 I, 2005, in conformity with accounting principles generally accepted in the United States of America. 

As discussed in Note 1 and Note 18 to the consolidated fmancial statements, in 2005 the Company adopted Statement of Financial 
Accounting Standards No. 123R and Financial Accounting Standards Board Interpretation No. 47 and in 2003 the Company adopted 
Statement of Financial Accounting Standards No, 143 and Derivatives Implementation Group Issue C20. 

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 
effectiveness of the Company's internal control over financial reporting at December 31, 2005, based on the criteria established in 
Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission, and 
ow report dated March 6, 2006, expressed an unqualified opinion on management's assessment of the effectiveness of the Company's 
internal control over financial reporting and an unqualified opinion on the effectiveness of the Company's internal control over 
financial reporting. 

/ s i  Deloitte & Touche LLP 

Raleigh, North Carolina 
March 6, 2006 
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PROGRESS ENERGY, INC. 
CONSOLIDATED STATEMENTS of INCOME 

(in millions except per share data) 
Years ended December 3 1 2005 2004 2003 

Net income $697 $759 $782 

Net income $2.82 $3.13 $3.30 

-- 

Net income $2.82 $3.12 $3.28 

Dividends declared per common share $2.38 $2.32 $2.26 





PROGRESS ENERGY, INC. 
CONSOLIDATED BALANCE SHEETS 

(in millions) 
December 3 1 2005 2004 

'IJtilitv olant 
$22,940 , $22,103 

Accumulated denreciation (9,6021 (8,783) , . ,  , 

utility plap,t in service, net 43,338 13,320 
Held for future use 12 13 

ss 813 799 
Nuclear fuel net of amortization 279 23 1 

Current assets 

Short-term investments 191 82 
i J O 3  896 

Inventory 366 822 
602 229 

Deferred income taxes 50 112 
Assets 'of discontinued operations 109 685 
Prepayments and other current assets 21 1 150 

3,738 3,032 Tot aI -cumen t asse#s 
Deferred debits and other assets 

854 1,064 
Nuclear decommissioning: trust funds 1.133 1.044 
Diversified bus rty, net i,880 1,773 
Miscellaneous other prouertv and investments 477 444 

A L  c 

Goodwill 
Prepaid Dension costs 42 

A .  

gibles, net 302 336 
Other assets and deferred debits 478 227 
Total deferred debits and other assets 8,843 8,649 
~ ~~ 

Total assets !3 27.023 $ 26.044 

Common stnck eauitv 

Unearned restricted shares (1 million shares) 
(Note 1033) 

Accumulated other commehensive loss (104'1 (164) 

Total common stock eauitv 8.038 7.633 

Minoritv interest 43 36 
.I 

Long-term debt, affiliate 270 270 
Long-term debt, net 10,176 9,251 

Current liabilities 
bm-term debt 513 349 

Customer deposits 200 180 

Other current liabilities 879 695 
Total current liabilities 2,845 3,083 



Noncurrent income tax liabilities 278 648 
Accumulated deferred investment tax credits 163 176 

Asset retirement obligations 1,249 1,265 
870 633 

Other liabilities and deferred credits 3 02 

Commitments and contingencies (Notes 22 and 
-91 

See Notes to Progress Energy, Inc. Consolidated Financial Statements. 
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PROGRESS ENERGY, INC. 
CONSOLIDATED STATEMENTS of CASH FLOWS 

(in millions) 
Years ended December 3 1 2005 2004 2003 

Net income $697 $759 
to net cash provided by 

Loss (income) from discontinued operations 31 5 

Imnairment of long-lived assets and investments 1 21 
Y 

f chages in accounting principles, net 24 

Deferred income taxes (3511 

Deferred fuel credit 

Cash movided (used) bv changes in oDeratine: assets and liabilities 

Accounts Davable 145 (21'1 11 
Other c liabilities 213 ' so 119 
Regulatory assets and liabilities 26 

Nuclear fuel additions (1261 (1011 (1 17) \ I  . ,  . I  

s of discontinued operations and other assets, 
475 373.  -579 

Purchases of available-for-sale securities and other investments (3,985) (3,134) 

Dividends Daid on common stock (5821 
Other: fina;cing activities ' -32 ' 1 6  
Net cash provided (used) by financing activities 227 (73 1) 

Onerating: activities 44 123 

Financing activities 

income taxes (net of refunds) $168 $189 $177 

See Notes to Progress Energy, Inc. Consolidated Financial Statements. 





PROGRESS ENERGY, INC. 
CONSOLIDATED STATEMENTS of CHANGES in COMMON STOCK EQUITY 

Common Stock Accumulated Total 
Outstanding Unearned Unearned Other Common 

Shares Restricted ESOP Comprehensive Retained Stock 

Net income 782 782 

~~~ 

Comprehensive income 970 
8 305 305 

Stock options exercised 4 4 

Restricted stock expense 10 10 
recognition 
Canhat ion o f  restricted shares (1) 1 
Allocation of ESOP shares 12 13 25 

Other comtxehensive loss (1 141 - (114) 
L \ /  \ I  

Conipreheisive income 645 
Issuance of shares 1 62 62 
Stock options exercised 18 
Purchase of restricted stock 171 17’) 

\ ,  . . I  

7 

Cancellation of restricted shares 4 

Dividends ($2.32 Der share) (563) (563) 
\ ,  

Balance, December 31,2004 247 5,360 (13) (76) (164) 2,526 7,633 
Net income 697 697 
Other comprehensive income 60 60 
ComDrehensive income 757 

1 

Issuance of shares . 5 399 - 199 
Presentation reclassification - 
SFAS 123R adODtion (131 ‘13 
Stock options ekercised ‘ 8  8 
Purchase of restricted stock 

Allocation of ESOP shares 12 13 25 
10 10 

Dividends ($2.38 Der share) (589’1 1589) 
\ , 

Balance, December 31,2005 252 $5,571 % -  $, (63) $ (104) $2,634 $8,038 

PROGRESS ENERGY, INC. 
CONSOLIDATED STATEMENTS of COMPREHENSIVE INCOME 

(in millions) 
Years ended December 3 1 2005 2004 2003 
Net income $697 

Minimum pension liability adjustment included in discontinued operations 

exnense of $1) 
(net of tax 1 

I I 

Changes in net unrealized losses on cash flow hedges (net of tax (expense) 



Reclassification of minimum pension liability to regulatory assets (net of tax 
extxnse of $2) 

4 

Foreign currency translation and other (net of tax expense of $1, $- and $-, 1 4 4 

Comprehensive income $757 $645 $970 

See Notes to Progress Energy, Inc. Consoiidated Financial Statements. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

TO THE BOARD OF DIRECTORS AND SHAREHOLDERS OF CAROLINA POWER & LIGHT COMPANY d/b/a PROGRESS 
ENERGY CAROLINAS, INC.: 

We have audited the accompanymg consolidated balance sheets of Carolina Power & Light Company d/b/a Progress Energy 
Carolinas, Inc., and its subsidiaries (PEC) at December 3 1, 2005 and 2004, and the related consolidated statements of income, changes 
in common stock equity, comprehensive income, and cash flows for each of the three years in the period ended December 3 I ,  2005. 
These financial statements are the responsibility of PEC's management. Our responsibility is to express an opinion on these financial 
statements based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement. PEC is not required to have, nor were we engaged to perform, an audit of its internal control over financial 
reporting. An audit includes consideration of intemal control over financial reporting as a basis for designing audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of PEC's intemal control over 
financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements, 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 ow opinion. 

In ow opinion, such consolidated fmancial statements present fairly, in all material respects, the financial position of PEC at 
December 3 1, 2005 and 2004, and the results of their operations and their cash flows for each of the three years in the period ended 
December 3 I ,  2005, in conformity with accounting principles generally accepted in the United States of America. 

As discussed in Note 1 and Note 18 to the consolidated financial statements, in 2005 PEC adopted Statement of Financial Accounting 
Standards No. 123R and Financial Accounting Standards Board Interpretation No. 47 and in 2003 PEC adopted Statement of Financial 
Accounting Standards No. 143 and Derivatives Implementation Group Issue C20. 

/s/ Deloitte & Touche LLP 

Raleigh, North Carolina 
March 6, 2006 
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CAKOLlNA POWER & LltiH'l' COMPANY d/b/a PKUtiUSY ENEKtiY CAKULINAS, INC. 
CONSOLIDATED STATEMENTS of INCOME 

(in millions) 
Years ended December 3 1 2005 2004 2003 

Omration and maintenance 941 87 1 782 
ation s6i 570 562 

Taxes other than on income 178 173 162 

Diversified business e s 1 I 4 

Interest income 8 4 6 
Impairment of investments (1) (2 1) 
Other- net (1 41 (1'1 f 19) 

\ ,  \ I  - .  1 - - - -  - ----- 
Total other (expense) income - (7) 3 (34) 
Interest charees 

harg 197 195 198 
Allowance for borrowed hnds used during construction (5) (3) (1) 
Total interest charges, net' 192 192 197 
Income before income taxes and cumulative effect of changes 
in accountine Drincides 732 700 746 
Income tax expense . 23 9 239 24 i 
Income before cumulative effect of changes in accounting 

493 461 505 

Earnines for common stock $ 490 $ 458 $ 479 

See Notes to PEC Consolidated Financial Statements. 
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CAROLINA POWER & LIGHT COMPANY d/b/a PROGRESS ENERGY CAROLINAS, INC. 
CONSOLIDATED BALANCE SHEETS 

(in millions) 
December 3 1 2005 2004 

Current assets 
12s 18 
191 82 
518 397 

24 20 
451 40 1 

Deferred fuel cost 261 140 
Income taxes receivable 59 

Deferred debits and other assets 

Nuclear decommissioning trust funds 640 581 

Other assets and deferred debits 184 108 - -  - 

Total deferred -debits and other assets 1,433 1,320 
Total assets $ 11,502 $ 10,787 

Unearned ESOP comrnon stock 1631 
Accumulated other comprehensive loss . (i2oj 
Retained earnings 1,320 1,287 

Preferred stock - not subiect to mandatorv redemDtion 59 59 

To tal can it aliza tion 6,844 5,881 
1 ~ 

Current liabilities 
Current oortion of lone-term debt 300 

247 254 

Interest accrued 73 77 
Short-term obligations 73 22 1 
Customer deposits 52 45 

Current Portion of uneamed revenue 70 

Total current liabilities 884 1,275 

Accrued oension and other benefits 51 1 428 
171 96 

Total deferred credits and other liabilities 3,774 3,631 



See Notes to PEC Consolidated Financial Statements, 
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CAROLINA POWER & LIGHT COMPANY d/b/a PROGRESS ENERGY CAROLINAS, INC. 
CONSOLIDATED STATEMENTS of CASH FLOWS 

(in millions) 
Years Ended December 3 1 2005 2004 2003 
Operatigg, activities , 

Net income $493 $461 $482 

ImDairment of long-lived assets and investments 1 21 ~ 

gram 42 
644 

accounting principles, net 
(19) (69) 

(10) 8) (7) 
Deferred fuel (credit) cost (144) (56) 
Other adjus@epts to net k c o p  68 50 44 

33 

. . . . , . . 

Receivables from affiliated comanies I1 15 28 

Prepayments and other current assets 9 17 17 
AcEobts payable 9 34 (56) 
Pavables to affiliated comDanies (131 (53) 24 

d I \ ,  

Other current liabilities 239 ' 11 58 
2 9 27 

Nuclear fuel additions 
Purchases of available-for-sale securities and other investments (i,832j (2',479) (3,257j 
Proceeds from sales of available-for-sale securities and other 1,692 2,592 3,000 
investments 
Changes in advances to aff$iates 50 
Other investing activities (3) (31 (2) 

Y . ,  
Net cash used in investing activities (81 1) (485) (692) 

Net (decrease) increase in short-term obligations 217 (437) 

Cash and cash eauivalents at beeinnin9: of vear 18 12 18 
1 " U U  

Cash and cash equivalents at end of year $125 $18  $ 1 2  
Sumlemental disclosures of cash flow information 
Caic paid during the year - interest (net of amount capitalized) $185 $ 185 $ i8o 
income taxes (net of refunds) $222 $286  $296 

See Notes to PEC Consolidated Financial Statements. 



CAROLINA POWER & LIGHT COMPANY d/b/a PROGRESS ENERGY CAROLINAS, INC. 
CONSOLIDATED STATEMENTS of CHANGES in COMMON STOCK EQUITY 

Common Stock 
Outstanding Accumulated Total 

Shares ESOP Comprehensive Retained Stock 
(in millions excent shares outstandine) Amount Shares (Loss) Income Earnings Equity 

Unearned Other Common 

\ 

$ 
Bal 160 1,930 $(102) 
Net income 482 482 

comprehensive income 76 76 
Commehensive income 55 8 
E fT0 3 
Allocation of ESOP shares 20 13 33 

Net income 

354 

Preferred stock dividends at stated 
rates 

Noncash dividend to Darent 
. I  

Preferred stock dividknds at stated 
rates (3) 
Dividends Daid to Darent (4571 14571 - _ _  

Balqnce; December 31,2005 160 $1,981 Si (63) (120) !§ 1,320 $3,118 

CAROLINA POWER & LIGHT COMPANY d/b/a PROGRESS ENERGY CAROLINAS, TNC. 
CONSOLIDATED STATEMENTS of COMPREHENSIVE INCOME 

(in millions) 
Years ended December 3 1 2005 2004 2003 

Reclassification adjustment for amounts included in net income (net of 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

TO THE BOARD OF DIRECTORS AND SHAREHOLDER OF FLORIDA POWER CORPORATION d/b/a PROGRESS ENERGY 
FLOFUDA, INC.: 

We have audited the accompanying balance sheets of Florida Power Corporation d/b/a Progress Energy Florida, Inc. (PEF) at 
December 3 1, 2005 and 2004, and the related statements of income, changes in common stock equity, comprehensive income, and 
cash flows for each of the three years in the period ended December 3 1, 2005. These fmancial statements are the responsibility of 
PEF's management. Our responsibility is to express an opinion on these financial statements based on our audits. 

We conducted OUT audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement. PEF is not required to have, nor were we engaged to perform, an audit of its internal control over financial 
reporting. An audit includes consideration of internal control over financial reporting as a basis for designing audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of PEF's internal control over 
fmancial reporting. Accordingly, we express no such opinion An audit also includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that ow audits provide a reasonable basis 
for our opinion. 

In our opinion, such financial statements present fairly, in all material respects, the fmancial position of PEF at December 31, 2005 
and 2004, and the results of their operations and their cash flows for each of the three years in the period ended December 31,2005, in 
conformity with accounting principles generally accepted in the United States of America. 

As discussed in Note 1 to the financial statements, in 2005 PEF adopted Statement of Financial Accounting Standards No. 123R and 
Financial Accounting Standards Board Interpretation No. 47 and in 2003 PEF adopted Statement of Financial Accounting Standards 
No. 143. 

/s/ Deloitte & Touche LLP 

Raleigh, North Carolina 
March 6,2006 



FLORIDA POWER CORPORATION d/b/a PROGRESS ENERGY FLORIDA 
STATEMENTS of INCOME 

(in millions) 
Years ended December 3 1 2005 2004 2003 

334 28 1 3 07 

Other (261 

Onerating. income 499 620 528 

Interest income 1 
7 3 7 

Total other income 8 3 7 -~ 

Interest charges 
Interest charms 134 117 97 u ___ -~ - 

Aliowance for borrowed firnds used during construction (8) (3) (6)  
T O ~ ~ I  interest charges. net 126 114 91 _ _ .  ~ LJ 

Income before income taxes 381 509 444 

See Nates to PEF Financial Statements. 
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FLORIDA POWER CORPORATION d/b/a PROGRESS ENERGY FLORIDA 
BALANCE SHEETS 

(in millions) 
December 3 1 2005 2004 

Utility Dlant 
$8,756 $ 8,387 

Accumulated demeciat ion 13.4341 (2,978) , ,  I \ I  I 
_ . _ ~  ~ 

Utility plant in service, net. 593 5,409 
Held for fhture use 9 8 

414 420 
Nuclear fuel, net of amortization 76 45 

Current assets 

Receivables, net 331 266 
11 16 

Deferred income taxes 12 42 
31 1 290 

Deferred he1 cost 341 89 
Derivative ass 77 

Deferred debits and other assets 
351 524 

Debt issuance costs 22 21 

Miscellaneous other DroDertv and investments 47 46 
A I .  

Prepaid pension cost 200 234 
Other assets and deferred debits 60 38 

Total assets $8,318 $ 7,924 
CAPITALIZATION AND'LIABFLITIES 
Common stock equity Common stock equity 

,. .... .. .. .. . ( .  

Current portion of long-term debt 48 . 48 

Pavables to affiliated comanies 101 80 , 
Notes payable to affiliated companies 13 178 
Short-term obligations 102 293 

Interest accrued 42 46 
Other current liabilities . 101 - 115 
Total current liabilities 792 1,157 
Deferred credits apd other,lia,bilities 
Noncurrent income tax liabilities 433 489 

Total capitalization and liabilities $ 8,318 $ 7,924 





FLORIDA POWER CORPORATION d/b/a PROGRESS ENERGY FLORIDA 
STATEMENTS of CASH FLOWS 

(in millions) 
Years ended December 3 1 2005 2004 2003 

Net income $260  $335  $297 
ncome to net cash provided by operating 

Demeciation and amortization 367 310 3 14 
Deferred income iqvestment tax credits, net 

13 . 12 

Net cash Drovided bv oDeratine activities 430 533 448 
. I 1  CI 

Investing act iv j t ies 
Gross utilitv uronertv additions (4961 (492) (526) 

Proceeds from sale of assets 43 1 

Proceeds from sale of available-for-sale securities and other investments 405 569 . 44 " 1 

Other financing activities (2) 1 2 

Net increase (decrease) in cash and cash eauivalents 206 2 - _  \ I A 

Cash and cash equivalents at beginning of year 12 10 16 

$131 $ 118 $ 104 
income taxes (net of refunds) $185 $ 5 7  $177 

See Notes to PEF Financial Statements. 
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FLORIDA POWER CORPORATION d/b/a PROGRESS ENERGY FLORIDA 
STATEMENTS of CHANGES in COMMON STOCK EQUITY 

Common Stock Accumulated 
Outstanding Other Total 

Shares Comprehensive Retained Common 

Net income 335 335 
Other c-omprehensive income . 4 4 

FLORIDA POWER CORPORATION d/b/a PROGRESS ENERGY FLORIDA 
STATEMENTS of COMPREHENSIVE INCOME 

(in millions) 
Years ended December 3 1 2005 2004 2003 

Minimum uension liabilitv adjustment (net of tax benefit of $1 I (1) 1 d d  . ,  
Other comprehensive income (lass) 4 (1) 
Comprehensive income $260  $339 $296  

See Notes to PEF Financial Statements. 



PROGRESS ENERGY, INC. 
CAROLINA POWER & LIGHT COMPANY d/b/a/ PROGRESS ENERGY CAROLINAS, INC. 
FLORIDA POWER CORPORATION dibial PROGRESS ENERGY FLORIDA, INC. 
COMBINED NOTES TO FINANCIAL STATEMENTS 

In this report, Progress Energy [which includes Progress Energy, Inc. holding company (the Parent) and its regulated and nonregulated 
subsidiaries on a consolidated basis] is at times referred to as “we,” ?IS’’ or “our,” When discussing Progress Energy‘s financial 
information, it necessarily includes the results of PEC and PEF (collectively, the Utilities). The term “Progress Registrants” refers to 
each of the three separate registrants: Progress Energy, PEC and PEF. The information in these combined notes relates to each of the 
Progress Registrants as noted in the Index to the Combined Notes. However, neither of the Utilities makes any representation as to 
information related solely to Progress Energy or the subsidiaries of Progress Energy other than itself. 

1, ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

A. Organization 

Progress Energy, Inc. 

The Parent is a holding company headquartered in Raleigh, N.C. Prior to February 8, 2006, the Parent was registered under the Public 
Utility Holding Company Act of 1935 (PUHCA), as amended. As such, we were subject to the regulatory provisions of PUHCA. 
Subsequent to February 8, 2006, the Parent is subject to additional regulation by the Federal Energy Regulatory Commission (FERC) 
as a result of legislation passed in 2005. 

Our reportable segments are: PEC, PET;, Progress Ventures, and Coal and Synthetic Fuels. Our PEC and PEE segments are engaged in 
the generation, transmission, distribution and sale of electricity in portions of North Carolina, South Carolina and Florida. Our 
Progress Ventures segment is involved in nonregulated electric generation and energy marketing activities and natural gas drilling and 
production. Our Coal and Synthetic Fuels segment is involved in the production and sale of coal-based solid synthetic fuel as defined 
under the Internal Revenue Code (the Code), coal terminal services, and fuel transportation and delivery. Through our other business 
units, we engage in other nonregulated business areas, including telecommunications, whch are included in our Corporate and Other 
segment (Corporate and Other). 

Our Rail Services operations were reclassified to discontinued operations in the first quarter of 2005 (See Note 3B). During the fourth 
quarter of 2005, our coal minhg operations were reclassified to discontinued operations (See Note 3A). Our Rail Services and coal 
mining operations are not included in the results from continuing operations during the periods reported. 

During 2005, we realigned our segments based on the manner in which management currently reviews these operations. Prior year 
periods have been restated for ow segment realignments. See Note 20 for further information about our segments. 

PEC 

PEC is a public service corporation primarily engaged in the generation, transmission, distribution and sale of electricity in portions of 
North Carolina and South Carolina. PEC’s subsidiaries are involved in insignificant nonregulated business activities. PEC is subject to 
the regulatory provisions of the North Carolina Utilities Commission (NCUC), the Public Service Commission of South Carolina 
(SCPSC), the United States Nuclear Regulatory Commission (NRC), the FERC as well as the provisions of PUHCA prior to February 
8, 2006 due to PEC being a wholly owned subsidiary of Progress Energy. 

PEF is a public service corporation primarily engaged in the generation, transmission, distribution and sale of electricity in west 
central Florida. PEF is subject to the regulatory provisions of the Florida Public Service 
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Commission (FPSC), the NRC, the FERC as well as the provisions of PUHCA prior to February 8, 2006 due to PEF being a wholly 
owned subsidiary of Progress Energy. 

B. Basis of Presentation 

These fmancial statements have been prepared in accordance with accounting principles generally accepted in the United States of 
America (GAAP) and include the activities of the Parent and our majority-owned and controlled subsidiaries. The Utilities are 
subsidiaries of Progress Energy and as such their financial condition and results of operations and cash flows are also consolidated, 
along with our nonregulated subsidiaries, in our consolidated financial statements. Noncontrolling interests in subsidiaries along with 
the income or loss attributed to these interests are included in minority interest in both the Consolidated Balance Sheets and in the 
Consolidated Statements of Income. The results of operations for minority interest are reported on a net of tax basis if the underlying 
subsidiary is structured as a taxable entity. 

Unconsolidated investments in companies over which we do not have control, but have the ability to exercise influence over operating 
and financial policies (generally 20 to 50 percent ownership), are accounted for under the equity method of accounting, These 
investments are primarily in limited liability corporations and limited liability partnerships, and the earnings from these investments 
are recorded on a pre-tax basis (See Note 21). Other investments are stated principally at cost. These equity and cost method 
investments are included in miscellaneous other property and investments in the Consolidated Balance Sheets. See Note 13 for more 
information about our investments. 

Diversified business revenues and expenses represent the operating activities of our consolidated nomegulated operations, whrch are 
primarily comprised of the Progress Ventures and Coal and Synthetic Fuels segments. These operations are separate and distinct 
businesses from the Utilities. 

Sipficant 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” (SFAS No. 71), which 
provides that profits on intercompany sales to regulated affiliates are not eliminated if the sales price is reasonable and the h t u x e  
recovery of the sales price through the ratemaking process is probable. 

These combined notes accompany and form an integral part of Progress Energy’s and PEC’s consolidated financial statements and 
PEF’s financial statements. 

Certain amounts for 2004 and 2003 have been reclassified to conform to the 2005 presentation. 

C. Consolidation of Variable Interest Entities 

We consolidate all voting interest entities in which we own a majority voting interest and all variable interest entities for which we are 
the primary beneficiary in accordance with Financial Accounting Standards Board (FASB) Interpretation No. 46R, “Consolidation of 
Variable Interest Entities - An Interpretation of ARB No. 51” (FIN No. 46R). 

Progress Energy 

In addition to the variable interests listed below for PEC and PEF, we have interests through other subsidiaries in variable interest 
entities for which we are not the primary beneficiary. These arrangements include investments in five limited liability partnerships and 
limited liability corporations. At December 31, 2005, the aggregate additional maximum loss exposure that we could be required to 
record in our income statement as a result of these arrangements was approximately $8 million, which represents our net remaining 
investment in these entities. The creditors of these variable interest entities do not have recourse to our general credit in excess of the 
aggregate maximum loss exposure. 
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PEC is the primary beneficiary of and consolidates two limited partnerships that qualify for federal affordable housing and historic tax 
credits under Section 42 of the Code. At December 3 1, 2005, the total assets of the two entities were $38 million, the majority of 
which are collateral for the entities' obligations and are included in miscellaneous other property and investments in the Consolidated 
Balance Sheets. 

PEC has an interest in and consolidates a limited partnership that invests in 17 low-income housing partnerships that qualify for 
federal and state tax credits. PEC has requested the necessary information to determine if the 17 partnersbps are variable interest 
entities or to identify the primary beneficiaries; all entities from which the necessary financial information was requested declined tu 
provide the information to PEC and PEC has applied the information scope exception in FTN No. 46R, paragraph 4(g), to the 17 
partnerships. PEC has no direct exposure to loss from the 17 partnerships; PEC's only exposure to loss is from its investment of less 
than $1 million in the consolidated limited partnership. PEC will continue its efforts to obtain the necessary information to fully apply 
FIN No. 46R to the 17 partnershps. PEC believes that if the limited partnership is determined to be the primary beneficiary of the 17 
partnerships, the effect of consolidating the 3 7 partnerships would not be significant to PEC's Consolidated Balance Sheets. 

PEC also has an interest in one power plant resulting from long-term power purchase contracts. Our only sigmficant exposure to 
variability from these contracts results from fluctuations in the market price of fuel used by the entity's plants to produce the power 
purchased by PEC. We are able to recover these fuel costs under PEC's fuel clause. Total purchases from this counterparty were 
approximately $44 million, $42 million and $37 million in 2005, 2004 and 2003, respectively, The generation capacity of the entity's 
power plant is approximately 835 MW. PEC has requested the necessary information to determine if the power plant owner is a 
variable interest entity or to identify the primary beneficiary. The entity declined to provide us with the necessary financial 
information and PEC has applied the information scope exception in FIN No. 46R, paragraph 4(g), to the power plant. PEC believes 
that if it is determined to be the primary beneficiary of the entity, the effect of consolidating the entity would result in increases to total 
assets, long-term debt and other liabilities, but would have an insignificant or no impact on PEC's common stock equity, net eamings 
or cash flows. However, because PEC has not received any financial information fkom the counterparty, the impact cannot be 
determined at ths  time. 

PEC also has interests in several other variable interest entities for which PEC is not the primary beneficiary. These arrangements 
include investments in approximately 22 limited liability partnerships, limited liability corporations and venture capital funds and two 
building leases with special-purpose entities. At December 31, 2005, the aggregate maximum loss exposure that PEC could be 
required to record in its income statement as a result of these arrangements totals approximately $23 million, which primarily 
represents our net remaining investment in these entities. The creditors of these variable interest entities do not have recourse to the 
general credit of PEC in excess of the aggregate maximum loss exposure. 

PEF has interests in three variable interest entities for which PEF is not the primary beneficiary. These arrangements include 
investments in one limited liability corporation, one venture capital find and one building lease with a special-purpose entity. At 
December 3 1, 2005, the aggregate maximum loss exposure that PEF could be required to record in its income statement as a result of 
these arrangements was approximately $1 million. The creditors of these variable interest entities do not have recourse to the general 
credit of PEF in excess of the aggregate maximum loss exposure. 

D. Significant Accounting Policies 

USE OF ESTIMATES AND ASSUMPTIONS 

In preparing consolidated financial statements that conform to GAAP, management must make estimates and assumptions that affect 
the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities at 
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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. 

REVENUE RECOGNITION 

We recognize revenue when it is realized or realizable and earned when all of the following criteria are met: persuasive evidence of an 
arrangement exists; delivery has occurred or services have been rendered; our price to the buyer is fixed or determinable; and 
collectability is reasonably assured. We recognize electric utility revenues as service is rendered to customers. Operating revenues 
incIude unbilled electric utility revenues earned when service has been deIivered but not billed by the end of the accounting period. 
Diversified business revenues are generally recognized at the time products are slapped or as services are rendered. Leasing activities 
are accounted for in accordance with SFAS No. 13, “Accounting for Leases.” Revenues related to design and construction of wireless 
infrastructure are recognized upon completion of services for each completed phase of design and construction. Revenues from the 
sale of oil and gas production are recognized when title passes, net of royalties. Customer prepayments are recorded as deferred 
revenue and recognized as revenues as the services are provided. 

FUEL COST DEFERRALS 

Fuel expense includes fuel costs or recoveries that are deferred through he1 clauses established by the Utilities’ regulators. These 
clauses allow the Utilities to recover fuel costs and portions of purchased power costs through surcharges on customer rates. These 
deferred fuel costs are recognized in revenues and fuel expenses as they are billable to customers. 

EXCISE TAXES 

The Utilities collect from customers certain excise taxes levied by the state or local government upon the customers. The Utilities 
account for excise taxes on a gross basis. The amount of gross receipts tax, franchise taxes and other excise taxes included in electric 
Operating revenues and taxes other than on income in the statements of income for the years ended December 3 1 were as foIlows: 

(in millionsl 2005 2004 2003 
Progress Energy $258 $240 $217 
PEC 91 89 81 
PEF 167 151 136 

STOCK-BASED COMPENSA TION 

Prior to July 2005, we accounted for stock-based compensation under the recognition and measurement provisions of Accounting 
Principles Board Opinion No. 25, “Accounting for Stock Issued to Employees“ (APB No. 251, and related interpretations in 
accounting for our stock-based compensation costs. In addition, we followed the hsclosure requirements contained in SFAS No. 123, 
“Accounting for Stock-Based Compensation” (SFAS No. 1231, as amended by SFAS No. 148, “Accounting for Stock-Based 
Compensation - Transition and Disclosure’’ (SFAS No. 148). Effective July 1, 2005, we adopted the fair value recognition provisions 
of SFAS No. 123R, “Accounting for Stock-Based Compensation” (SFAS No. 123R), for stock-based compensation utilizing the 
modified prospective transition method (See Note 1OB). 

RELATED PARTY TMNSACTIONS 

Our subsidiaries provide and receive services, at cost, to and from the Parent and its subsidiaries, in accordance with agreements 
approved by the SEC pursuant to Section 13(b) of the PUHCA. The costs of the services are billed on a direct-charge basis, whenever 
possible, and on allocation factors for general costs that cannot be directly attdmted. In the subsidiaries’ financial statements, billings 
from affiliates are capitalized or expensed depending on the nature of the services rendered. The repeal of PUHCA effective February 
8, 2006, and subsequent regulation by the FERC is not anticipated to change our current intercompany services. 
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UTILITY PLANT 

Utility plant in service is stated at hstorical cost less accumulated depreciation. We capitalize all construction-related direct labor and 
material costs of units of property as well as indirect construction costs, Certain costs that would otherwise not be capitalized under 
GAAP are capitalized in accordance with regulatory treatment. The cost of renewals and betterments is also capitalized. Maintenance 
and repairs of property (including planned major maintenance activities), and replacements and renewals of items determined to be 
less than units of property, are charged to maintenance expense as incurred, with the exception of nuclear outages at PEF. Pursuant to 
a regulatory order, PEF accrues for nuclear outage costs in advance of scheduled outages, which occur every two years. The cost of 
units of property replaced or retired, less salvage, is charged to accumulated depreciation. Removal or disposal costs that do not 
represent asset retirement obligations under SFAS No. 143, “Accounting for Asset Retirement Obligations” (SFAS No. 143), are 
charged to a regulatory liability. 

Allowance for funds used during construction (AFUDC) represents the estimated debt and equity costs of capital funds necessary to 
finance the construction of new regulated assets. As prescribed in the regulatory uniform system of accounts, AFUDC is charged to 
the cost of the plant. The equity funds portion of AFUDC is credited to other income and the borrowed funds portion is credited to 
interest charges. 

ASSET RETIREMENT OBLIGATIONS 

Effective January 1,2003, we adopted the guidance in SFAS No. 143 to account for legal obligations associated with the retirement of 
certain tangible long-lived assets. The present values of retirement costs for which we have a legal obligation are recorded as liabilities 
with an equivalent amount added to the asset cost and depreciated over an appropriate period. The liability is then accreted over time 
by applying an interest method of allocation to the liability. As discussed in Note 2, effective December 31, 2005, we also adopted 
FASB Interpretation No. 47, “Accounting for Conditional Asset Retirement Obligations” (FIN No. 47), which clarified certain 
requirements of SFAS No. 143. 

The adoption of SFAS No. 143 and FIN No. 47 had no impact on the income of the Utilities as the effects were offset by the 
establishment of regulatory assets and regulatory liabilities pursuant to SFAS No. 71 (See Note 7A) and in accordance with orders 
issued by the NCUC, the SCPSC and the FPSC. 

DEPRECIATION AND AMOR TIZATIUN - UTILITY PLANT 

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 salvage (See Note 5A). Pursuant to their 
rate-setting authority, the NCUC, SCPSC and FPSC can also grant approval to accelerate or reduce depreciation and amortization of 
utility assets (See Note 7). 

Amortization of nuclear fuel costs is computed primarily on the units-of-production method. In the Utilities’ 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 the FERC. 

CASH AND CASH EQUIVALENTS 

We consider cash and cash equivalents to include unrestricted cash on hand, cash in banks and temporary investments purchased with 
a maturity of three months or less. 

INVENTORY 

We account for inventory, including emission allowances, using the average cost method. Inventories are valued at the lower of 
average cost or market. 
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REGULATORY ASSETS AND LIABILITIES 

The Utilities' operations are subject to SFAS No. 71, which allows a regulated company to record costs that have been or are expected 
to be allowed in the ratemalung process in a period different from the period in which the costs would be charged to expense by a 
nonregulated enterprise. Accordingly, the Utilities record assets and liabilities that result from the regulated ratemalung process that 
would not be recorded under GAAP for nonregulated entities. These regulatory assets and liabilities represent expenses deferred for 
future recovery from customers or obligations to be refunded to customers and are primarily classified in the Consolidated Balance 
Sheets as regulatory assets and regulatory liabilities (See Note 7A). The regulatory assets and liabilities are amortized consistent with 
the treatment of the related cost in the ratemalung process. 

DIVERSIFIED BUSINESS PROPERTY 

Diversified business property is stated at cost less accumulated depreciation. If an impairment is recognized on an asset, the fair value 
becomes its new cost basis. The costs of renewals and betterments are capitalized. The cost of repairs and maintenance is charged to 
expense as incurred. For properties other than oil and gas properties, depreciation is computed on a straight-line basis using the 
estimated useful lives disclosed in Note 5B. Depletion of mineral rights is provided on the units-of-production method based upon the 
estimates of recoverable amounts of clean mineral. 

We use the full-cost method to account for our oil and gas properties. Under the full-cost method, substantially all productive and 
nonproductive costs incurred in connection with the acquisition, exploration and development of oil and gas reserves are capitalized. 
These capitalized costs include the costs of all unproved properties and internal costs directly related to acquisition and exploration 
activities. The amortization base also includes the estimated future cost to develop proved reserves. Except for costs of unproved 
properties and major development projects in progress, all costs are amortized using the units-of-production method on a country-by- 
country basis over the life of our proved reserves. Accordingly, all property acquisition, exploration, and development costs of proved 
oil and gas properties, including the costs of abandoned properties, dry holes, geophysical costs and annual lease rentals are 
capitalized as incurred, including internal costs directly attributable to such activities. Related interest expense incurred during 
property development activities is capitalized as a cost of such activity. Net capitalized costs of unproved property are reclassified as 
proved property and well costs when related proved reserves are found. Costs to operate and maintain wells and field equipment are 
expensed as incurred. In accordance with Rule 4-10 of Regulation S-X, sales or other dispositions of oil and gas properties are 
accounted for as adjustments to capitalized costs, with no gain or loss recorded unless certain significance tests are met. 

GOOD WILL AND INTANGIBLE ASSETS 

Goodwill is subject to at least an annual assessment for impairment by applying a two-step, fair value-based test. This assessment 
could result in periodic impairment charges. Intangible assets are being amortized based on the economic benefit of their respective 
lives. 

UNAMORTIZED DEBT PREMIUMS, DISCO WNTS AND EXPENSES 

Long-term debt premiums, discounts and issuance expenses are amortized over the terms of the debt issues. Any expenses or call 
premiums associated with the reacquisition of debt obligations by the Utilities are amortized over the applicable lives using the 
straight-line method consistent with ratemaking treatment (See Note 7A). 

INCOME TAXES 

We and ow affiliates file a consolidated federal income tax return. The consolidated income tax of Progress Energy is allocated to 
PEC and PEF in accordance with the Intercompany Income Tax Allocation Agreement (Tax Agreement). The Tax Agreement 
provides an allocation that recognizes positive and negative corporate taxable income. The Tax Agreement provides for an equitable 
method of apportioning the carryover of uncompensated tax benefits, which primarily relate to deferred synthetic fuel tax credits. 
Since 2002, Progress Energy tax benefits not related to acquisition interest expense have been allocated to profitable subsidiaries in 
accordance with a PUHCA 
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order. Except for the allocation of these Progress Energy tax benefits, income taxes are provided as if PEC and PEF filed separate returns. Due to the repeal of PUWCA, 
effective February 8, 2006, we will stop allocating these tax benefits. 

Deferred income taxes have been provided for temporary differences. These occur when there are differences between the book and 
tax carrying amounts of assets and liabilities. Investment tax credits related to regulated operations have been deferred and are being 
amortized over the estimated service life of the related properties. Credits for the production and sale of synthetic fuel are deferred as 
alternative minimum tax credits to the extent they cannot be or have not been utilized in the annual consolidated federal income tax 
retwns, and are included in income tax expense (benefit) in the Consolidated Statements of Income. Interest expense on tax 
deficiencies is included in net interest charges in the Consolidated Statements of Income. 

DEMVA TIVES 

We account for derivative instruments in accordance with SFAS No. 133, “Accounting for Derivative Instruments and Hedging 
Activities” (SFAS No. 133), as amended by SFAS No. 138, “Accounting for Certain Derivative Instruments and Certain Hedging 
Activities - An Amendment of FASB Statement No. 133” (SFAS No. 138), and SFAS No. 149, “Amendment of Statement 133 on 
Derivative Instruments and Hedging Activities” (SFAS No. 149). 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 balance sheet and measure those 
instruments at fair value, unless the derivatives meet the SFAS No. 133 criteria for normal purchases or normal sales and are 
designated as such. We generally designate derivative instruments as normal purchases or normal sales whenever the SFAS No. 133 
criteria are met. If normal purchase or normal sale criteria are not met, we will generally designate the derivative instruments as cash 
flow or fair value hedges if the related SFAS No. 133 hedge criteria are met. During 2003, the FASB reconsidered an interpretation of 
SFAS No. 133. See Note 18 for the effect of the interpretation and additional information regarding risk management activities and 
derivative transactions. 

LOSS CONTINGENCIES AND ENVIRONMENTAL LIABILITIES 

We accrue for loss contingencies, including uncertain tax benefits, in accordance with SFAS No. 5,  “Accounting for Contingencies” 
(SFAS No. 5) .  Under SFAS No. 5, contingent losses such as unfavorable results of litigation are recorded when it is probable that a 
loss has been incurred and the amount of the loss can be reasonably estimated. Tax reserves are recorded for uncertain tax benefits 
when it is probable that the tax position will be disallowed and the amount of the disallowance can be reasonably estimated. Unless 
otherwise required by GAAP, we do not accrue legal fees when a contingent loss is initially recorded, but rather when the legal 
services are actually provided. 

As discussed in Note 22, we accrue environmental remediation liabilities when the criteria for SFAS No. 5 have been met. 
Environmental expenditures that relate to an existing condition caused by past operations and that have no future economic benefits 
are expensed. Accruals for estimated losses from environmental remediation obligations generally are recognized no later than 
completion of the remedial feasibility study. Such accruals are adjusted as additional information develops or circumstances change. 
Costs of future expenditures for environmental remediation obligations are not discounted to their present value. Recoveries of 
environmental remediation costs from other parties are recognized when their receipt is deemed probable. Environmental expenditures 
that have h t u r e  economic benefits are capitalized in accordance with our asset capitalization policy. 

IMPAIMENT UF LONG-LIVED ASSETS AND INVESTMENTS 

As discussed in Note 9, we account for impairment of long-lived assets in accordance with SFAS No. 144, “Accounting for the 
Impairment or Disposal of Long-Lived Assets” (SFAS No. 144). We review the recoverability of long-lived tangible and intangible 
assets whenever indicators exist. Examples of these indicators include current period losses, combined with a history of losses or a 
projection of continuing losses, or a significant decrease in the market price of a long-lived asset group, If an indicator exists for assets 
to be held and used, then the asset group is tested for recoverability by comparing the carrying value to the sum of undiscounted 
expected future cash flows directly attributable to the asset group. If the asset group is not recoverable through undiscounted cash 
flows or the 
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asset group is to be disposed of, then an impairment loss is recognized for the difference between the carrying value and the fair value of the asset group. 

We review our investments to evaluate whether or not a decline in fair value below the canylng value is an other-than-temporary 
decline. We consider various factors, such as the investee’s cash position, earnings and revenue outlook, liquidity and management‘s 
ability to raise capital in determining whether the decline is other-than-temporary. If we determine that an other-than-temporary 
decline exists in the value of its investments, it is our policy to write-down these investments to fair value. 

Under the full-cost method of accounting for oil and gas properties, total capitalized costs are limited to a ceiling based on the present 
value of discounted (at 10%) future net revenues using current prices, plus the lower of cost or fair market value of unproved 
properties. The ceiling test takes into consideration the prices of qualising cash flow hedges as of the balance sheet date. If the ceiling 
(discounted revenues) is not equal to or greater than total capitalized costs, we are required to write-down capitalized costs to this 
level. We perform h s  ceiling test calculation every quarter. No write-downs were required in 2005,2004 or 2003. 

SUBSIDIARY STOCK TRANSACTIONS 

Gains and losses realized as a result of common stock sales by our subsidiaries are recorded in the Consolidated Statements of Income, 
except for any transactions that must be credited directly to equity in accordance with the provisions of Staff Accounting Bulletin No. 
5 1 , “Accounting for Sales of Stock by a Subsidiary.” 

2. NEW ACCOUNTING STANDARDS 

See Note 10B for information regarding our thud quarter 2005 implementation of SFAS No. 123R. 

FASB EXPOSURE DRAFT ON ACCOUNTING FUR UNCERTAIN TAX POSITIONS, AN INTERPRETATION OF SFAS NO. 109, 
“ACCOUNTING FOR INCOME T m E S ”  

On July 14, 2005, the FASB issued an exposure draft of a proposed interpretation of SFAS No. 109, “Accounting for Income Taxes” 
(SFAS No. log), that would address the accounting for uncertain tax positions. The proposed interpretation would require that 
uncertain tax benefits be probable of being sustained in order to record such benefits in the consolidated financial statements. We 
currently account for uncertain tax benefits in accordance with SFAS No. 5. Under SFAS No. 5, contingent losses are recorded when 
it is probable that the tax position will not be sustained and the amount of the disallowance can be reasonably estimated. During 
subsequent deliberations in November 2005, the FASB voted to tentatively adopt a more-llkely-than-not criterion that the uncertain 
tax position will be sustained rather than the original probable criterion. As originally drafted, the proposed interpretation would apply 
to all uncertain tax positions and would have been effective for us on December 3 1 , 2005. However, on January 1 1, 2006, the FASB 
voted to delay the effective date of the final interpretation until the first annual period beginning after December 15, 2006, which for 
us would be January 1, 2007. The FASB has publicly stated that it expects to issue the fmal interpretation in the Fist quarter of 2006. 
We have not yet determined how the proposed interpretation would impact our various income tax positions. 

FASB INTERPRETATION NO. 47, “ACCU UNTING FOR CONDITIONAL ASSET RETIREMENT OBLIGATIONS” 

As discussed in Note lD, we adopted FIN No. 47, an interpretation of SFAS No. 143, as of December 31, 2005. FIN No. 47 clarifies 
that a legal obligation to perfonn an asset retirement activity that is conditional on a h t u r e  event is within the scope of SFAS No. 143. 
Accordingly, an entity is required to recognize a liability for the fair value of an asset retirement obligation (ARO) that is conditional 
on a future event if the liability’s fair value can be reasonably estimated. FIN No. 47 also provides additional guidance for evaluating 
whether sufficient information is available to make a reasonable estimate of the fair value. 

Upon implementation of FIN No. 47 we r e c o w e d  additional ARO liabilities for asbestos abatement costs. In accordance with SFAS 
No. 143, we recorded a liability for the present value of our legal obligations and recorded an additional amount to the asset cost to be 
depreciated over an appropriate period. Cumulative accretion and 
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accumulated depreciation were recognized for the time 
For assets acquired through acquisition, the cumulative 
income of the Utilities as the effects were offset by the 
orders issued by the NCUC, the SCPSC and the FPSC. 

period from the date of the obligating event giving rise to the liability to the date of the adoption of FIN No. 47. 
effect was based on the acquisition date. As stated in Note 1 D, the adoption of FIN No. 47 had no impact on the 
establishment of a net regulatory assetiliability pursuant to SFAS No. 71 (See Note 7A) and in accordance with 

The following table summarizes the effect of the implementation of FIN No. 47 on the financia 
and PEF as of December 3 1,2005. 

statements of Progress Energy, PEC 

Net Asset 
(in ARO Retirement Net Regulatory 
millions) Liability Cost Asset/(Liability) 

PEC 23 5 2 
PEF 27 4 (4) 

Asbestos abatement costs previously included in regulatory liabilities were reclassified upon implementation of FIN No. 47 and 
included in the calculation of these AROs at December 3 1, 2005. The amounts reclassified were $16 million and $27 million for PEC 
and PEF, respectively, for a cumulative total of $43 million for Progress Energy. 

3. DIVESTITURES 

A. Coal Mines Divestiture 

On November 14, 2005, our board of directors approved a plan to divest of five subsidiaries of Progress Fuels Corporation (Progress 
Fuels) engaged in the coal mining business. The coal mining operations are expected to be sold by the end of 2006. As a result, the 
accompanying consolidated financial statements have been restated for a11 periods presented to reflect the coal mining operations as 
discontinued operations. Interest expense has been allocated to discontinued operations based on the net assets of the coal mines, 
assuming a uniform debt-to-equity ratio across our operations. Interest expense allocated was $3 million for each of the years ended 
December 3 1, 2005, 2004 and 2003. We ceased recording depreciation expense upon classification of the coal mining operations as 
discontinued operations in November 2005. After-tax depreciation expense during the years ended December 3 1,2005,2004 and 2003 
was $10 million, $9 million and $9 million, respectively. Results of discontinued operations for the years ended December 3 1 were as 
follows: 

(in millions) 2005 2004 2003 
80 $181 

Loss before income taxes $ 14 $ 17 $ 18 

Net loss from discontinued oDerations $ 1 1  $ 5 $ 1 1  

B. Progress Rail Divestiture 

On March 24, 2005, we completed the sale of Progress Rail Services Corporation (Progress Rail) to One Equity Partners LLC, a 
private equity fm unit of J.P. Morgan Chase & Co. Gross cash proceeds from the sale were approximately $429 million, consisting 
of $405 million base proceeds plus a working capital adjustment. Proceeds from the sale were used to reduce debt. 

Based on the gross proceeds associated with the sale of $429 million, we recorded an estimated after-tax loss on disposal of $25 
million during the year ended December 3 1, 2005. 

The accompanying consolidated financial statements have been restated for all periods presented to reflect the operations of Progress 
Rail as discontinued operations. Interest expense has been allocated to discontinued operations based on the net assets of Progress 
Rail, assuming a uniform debt-to-equity ratio across our operations. Interest expense allocated for the years ended December 3 1, 2005, 
2004 and 2003 was $4 million, $16 million and $18 million, respectively. We ceased recording depreciation upon classification of 
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operations in February 2005. After-tax depreciation expense during the years ended December 31,2005,2004 and 2003 was $3 milIion, $10 million and $9 million, 
respectively. Results of discontinued operations for the years ended December 3 1 were as follows: 

(in millions) 2005 2004 2003 

Earnings before income taxes $ a  $ 5 0  $ 23 

Net earnings from discontinued 5 29 14 
nnerati ons -r 

(Loss) earnings from discontinued $ (20) $ $ 14 
operations 29 

In connection with the sale, Progress Fuels and Progress Energy provided guarantees and indemnifications of certain legal, tax and 
environmental matters to One Equity Partners, LLC. See Note 23C for a general discussion of guarantees. The ultimate resolution of 
these matters could result in adjustments to the loss on sale in hture periods. 

In February 2004, we sold the majority of the assets of Railcar Ltd., a subsidiary of Progress Rail, to The Andersons, Inc. for proceeds 
of approximately $82 million before transaction costs and taxes of approximately $13 million. In 2002, we had recognized pre-tax 
impairment of $59 million to write-down the assets to our estimated fair value less costs to sell. In July 2004, we sold the remaining 
assets, which had been classified as held for sale, to a third party for net proceeds of $6 million. 

C. Net Assets of Discontinued Operations 

Included in net assets of discontinued operations are the assets and liabilities of the coal mining operations and Progress Rail. The 
major balance sheet classes included in assets and liabilities of discontinued operations in the Consolidated Balance Sheet at 
December 3 1, 2005 and 2004 were as follows: 

(in millions) 2005 2004 

Inventow 6 181 
Other current assets 4 19 
Total property, plant and equipment, 73 240 
ma+ 
U b L  

Total other assets 14 56 
Assets of discontinued oDerations $109  $ 685 
Accounts payable $ 9  $ 119 
Other current liabilities 11 47 
Long-term liabilities 20 20 
Liabilities of discontinued $ 40 $186 
operations 

D. Divestiture of Winter Park Distribution Assets 

As discussed in Note 7C, PEF sold certain electric distribution assets to Winter Park, Fla. (Winter Park), on June 1,  2005. 

E. Sale of Natural Gas Assets 

In December 2004, we sold certain gas-producing properties and related assets owned by Winchester Production Company, Ltd. 
has been included in (gah)/loss dh 
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the sale of assets in the Consolidated Statements of Income. 

F. Divestiture of Synthetic Fuel Partnershp Interests 

In two June 2004 transactions, Progress Fuels sold a combined 49.8 percent partnership interest in Colona Synfuel Limited 
Partnership, LLLP (Colona), one of its synthetic fuel facilities. Substantially all proceeds from the sales will be received over time, 
which is typical of such sales in the industry. Gain from the sales will be recognized on a cost-recovery basis. The book value of the 
interests sold totaled approximately $5 million. In the event that the synthetic fuel tax credits fiom the Colona facility are reduced, 
including an increase in the price of oil that could limit or eliminate synthetic fuel tax credits, the amount of proceeds realized fiom 
the sale could be significantly impacted (See Note 23D). 

G. Mesa Hydrocarbons, Inc., Divestiture 

In October 2003, we sold certain gas-producing properties owned by Mesa Hydrocarbons, LLC, a wholly owned subsidiary of 
Progress Fuels. Net proceeds were approximately $97 million. Because we utilize the full-cost method of accounting for our oil and 
gas operations, the pre-tax gain of approximately $18 million was applied to reduce the basis of OUT other U S .  oil and gas investments 
and will prospectively result in a reduction of the amortization rate applied to those investments as production occurs. 

H. NCNG Divestiture 

On September 30, 2003, we sold North Carolina Natural Gas Corporation (NCNG) and OUT equity investment in Eastern North 
Carolina Natural Gas Company (ENCNG) to Piedmont Natural Gas Company, Inc. Net proceeds fiom the sale of NCNG of 
approximately $443 million were used to reduce debt, 

The consolidated fiiancial statements have been restated for all periods presented for the discontinued operations of NCNG. The net 
income of these operations is reported as discontinued operations in the Consolidated Statements of Income. Interest expense of $10 
million for the year ended December 3 1, 2003, has been allocated to discontinued operations based on the net assets of NCNG, 
assuming a uniform debt-to-equity ratio across our operations. Results of discontinued operations for the years ended December 3 1 
were as follows: 

(in millions) 2004 2003 
Revenues $ -  $284 
Eamines before income taxes $ -  S 6 " 
Income tax expense 2 
Net earnings from discontinued 
oDerations 4 
dain/(Loss) on disposal of 
discontinued operations, including 
applicable income tax benefit / , 

(expense) of $6 and $1, respectively t i 5  (12) 
Earnings (loss) from discontinued 
OD er ations $ 6 $ (8'1 

NCNG did not have any discontinued operating results for the year ended December 3 1,2005. 

During 2004, we recorded an additional tax gain of approximately $6 million due to final tax adjustments related to the divestiture of 
NCNG. 

The sale of ENCNG resulted in net proceeds of $7 million and a pre-tax loss of $2 million, which is included in other, net on the 
Consolidated Statements of Income for the year ended December 3 1,2003. 

132 



4. ACQUISITIONS AND BUSINESS COMBINATIONS 

A. Acquisition of Natural Gas Reserves - 2005 

In May 2005, Winchester Production, an indrectly wholly owned subsidiary of Progress Fuels, acquired a 50 percent interest in 
approximately 11 natural gas producing wells and proven reserves of approximately 25 billion cubic feet equivalent (Bcf) from a 
privately owned company headquartered in Texas. In addition to the natural gas reserves, the transaction also included a 50 percent 
interest in the gas gathering systems related to these reserves. The total cash purchase price for the transaction was $46 million. The 
pro foxma results of operations reflecting the acquisition would not be materially different than the reported results of operations for 
2005,2004 or 2003. 

13. Progress Telecommunications Corporation Transaction 

In December 2003, Progress Telecommunications Corporation (PTC) and Caronet, Inc. (Caronet), both wholly owned subsidiaries of 
Progress Energy, and EPIK Communications, Inc. (EPIK), a wholly owned subsidiary of Odyssey Telecorp, Inc. (Odyssey), 
contributed substantially all of their assets and transferred certain liabilities to Progress Telecom, LLC (PT LLC), a subsidiary of PTC 
as a noncash activity that is not reflected on our consolidated statements of cash flows. Subsequently, the stock of Caronet was sold to 
an affiliate of Odyssey for $2 million in cash and Caronet became a wholly owned subsidiary of Odyssey. Following consummation of 
all the transactions described above, PTC held a 55 percent ownership interest in, and is the parent of, PT LLC. Odyssey held a 
combined 45 percent ownership interest in PT LLC through EPIK and Caronet. The accounts of PT LLC have been included in the 
Consolidated Financial Statements since the transaction date. 

The transaction was accounted for as a partial acquisition of EPIK through the issuance of the stock of a consolidated subsidiary. The 
contributions of PTC's and Caronet's net assets were recorded at their carrying values of approximately $31 million. EPIK's 
contribution was recorded at its estimated fair value of $22 million using the purchase method. No gain or loss was recogmzed on the 
transaction. The EPIK purchase price was initially allocated as follows: property and equipment - $27 million; other current assets - $9 
million; current liabilities - $21 million; and goodwiI1- $7 million. During 2004, PT LLC developed a restructuring plan to exit certain 
leasing arrangements of E P K  and finalized its valuation of acquired assets and liabilities. Management considered a number of 
factors, including valuations and appraisals, when making these determinations. Based on the resuIts of these activities, the 
preliminary purchase price allocation for EPIK was revised as follows at December 31, 2004: property and equipment - $36 million; 
other current assets - $7 million; intangible assets - $1 million; current liabilities - $18 million; and exit costs - $4 million. The exit 
costs consist primarily of lease termination penalties and noncancelable lease payments made after certain leased properties axe 
vacated. The pro forma results of operations reflecting the acquisition would not be materially different than the reported results of 
operations for 2003. 

See Note 25 for dormation on the recent agreement to sell our interest in PT LLC. 

C. Acquisition ofNatura1 Gas Reserves - 2003 

During 2003 , Progress Fuels entered into several independent transactions to acquire approximately 200 natural gas-producing wells 
with proven reserves of approximately 190 Bcf from Republic Energy, Inc., and three other privateIy owned companies, all 
headquartered in Texas. The total cash purchase price for the transactions was $168 million. The pro forma results of operations 
reflecting the acquisition would not be materially different from the reported results of operations for the year ended December 3 1) 
2003. 

D. Acquisition of Wholesale Energy Contract 

In May 2003, Progress Energy Ventures, Inc. (PVI) entered into a definitive agreement with Williams Energy Marketing and Trading, 
a subsidiary of The Williams Companies, Inc., to acquire a long-term full-requirements power supply agreement at fixed prices with 
Jackson Electric Membership Corporation (Jackson), located in Jefferson, Georgia. The agreement required a $188 million cash 
payment to Williams Energy Marketing and Trading in exchange for assignment of the Jackson supply agreement; the $18S million 
cash payment was recorded as an intangible asset and is being amortized based on the economic benefit of the contract (See Note 8). 
The power 
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supply agreement terminates in 2015, with a first refusal right to extend for five years. The agreement includes the use of 640 MW of contracted Georgia System 
generation comprised of nuclear, coal, gas and pumped-storage hydro resources. PVI expects to supplement the acquired resources with open market purchases and 
with its own intermediate and peaking assets in Georgia to serve Jackson's forecasted 1,100 MW peak demand in 2005 growing to a forecasted 1,700 MW demand by 
201 5. 

5 .  PROPERTY, PLANT AND EQUIPMENT 

A. Utility Plant 

The balances of electric utility plant in service at December 3 1 are listed below, with a range of depreciable lives (in years) for each: 

Depreciable Progress Energy PEC pl3J 
(in millions) Lives 2005 2004 2005 2004 2005 2004 
Production plant 7-33 $12,470 $ 11,966 $ 8,241 $ 7,954 $4;039 $3,818 
Transmission plant 30-75 2.353 2.282 1.264 1,212 1.089 1.070 
Distribution plant 0 7,015 ' 6,749 3,838 
General plant and 
other 8-75 1.102 1.106 651 654 451 452 

Generally, electric utility plant at PEC and PEF, other than nuclear fuel, is pledged as collateral for the first mortgage bonds of PEC 
and PEF, respectively (See Note 12C). 

AFUDC represents the estimated debt and equity costs of capital funds necessary to fmance the construction of new regulated assets. 
As prescribed in the regulatory uniform systems of accounts, AFUDC is charged to the cost of the plant. The equity funds portion of 
AFUDC is credited to other income, and the borrowed funds portion is credited to interest charges. Regulatory authorities consider 
AFUDC an appropriate charge for inclusion in the rates charged to customers by the Utilities over the service life of the property. The 
composite AFUDC rate for PEC's electric utility plant was 5.6% in 2005, 7.2% in 2004 and 4.0% in 2003, respectively. The composite 
AFUDC rate for PEF's electric utility plant was 7.8% in 2005, 2004 and 2003. 

Our depreciation provisions on utility plant, as a percent of average depreciable property other than nuclear fuel, were 2.5%, 2.2% and 
2.5% in 2005, 2004 and 2003, respectively. The depreciation provisions related to utility plant were $556 million, $463 million and 
$5 17 million in 2005, 2004 and 2003, respectively. In addition to utility plant depreciation provisions, depreciation and amortization 
expense also includes decommissioning cost provisions, ARO accretion, cost of removal provisions (See Note 5D), regulatory 
approved expenses (See Notes 7 and 22) and Clean Smokestacks Act amortization (See Note 7B). 

Amortization of nuclear fuel costs, including disposal costs associated with obligations to the U.S. Department of Energy (DOE) and 
costs associated with obligations to the DOE for the decommissioning and decontamination of enrichment facilities, for the years 
ended December 31, 2005 and 2004 were $140 million and for the year ended December 31, 2003 was $143 million. This 
amortization expense is included in fuel used for electric generation in the Consolidated Statements of Income. 

PEC's depreciation provisions on utility plant, as a percent of average depreciable property other than nuclear fuel, were 2.7% in 2005, 
2.1% in 2004, and 2.7% in 2003. The depreciation provisions related to utility plant were $365 million, $275 million and $345 million 
in 2005, 2004 and 2003, respectively. In addition to utility plant depreciation provisions, depreciation and amortization expense also 
includes decommissioning cost provisions, ARO accretion, cost of removal provisions (See Note TD), regulatory approved expenses 
(See Note 7) and Clean Smokestacks Act amortization (See Note 7B). 
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During 2004, PEC met the requirements of both the NCUC and the SCPSC for the implementation of two depreciation studies mat 
allowed the utility to reduce the rates used to calculate depreciation expense. The amuaf reduction in depreciation expense is 
approximately $82 million. The reduction is due primarily to extended lives at each of PEC’s nuclear units. The reduced depreciation 
rates were effective January 1, 2004. 

PEF’s depreciation provisions on utility plant, as a percent of average depreciable property other than nuclear fuel, were 2.3% in 2005, 
2004 and 2003. The depreciation provisions related to utility plant were $191 million, $188 million and $172 million in 2005, 2004 
and 2003, respectively. In addition to utility plant depreciation provisions, depreciation and amortization expense also includes 
decommissioning cost provisions, ARO accretion, cost of removal provisions (See Note 5D) and regulatory approved expenses (See 
Notes 7 and 22). 

During 2005, PEF performed a depreciation study as required by the FPSC no less than every four years. Implementation of the 
depreciation study will decrease the rates used to calculate depreciation expense with a resulting decrease in annual depreciation 
expense of $26 million beginning in 2006 (See Note 7C). 

Amortization of nuclear fuel costs, including disposal costs associated with obligations to the DOE and costs associated with 
obligations to the DOE for the decommissioning and decontamination of enrichment facilities, for the years ended December 3 1, 
2005, 2004 and 2003 was $109 million, $106 million and $1 12 million, respectively, for PEC and $31 million, $34 million and $3 1 
million, respectively, for PEE;. These costs were included in fuel used for electric generation in the Statements of Income. 

B. Diversified Business Property 

Progress Energy 

The balances of diversified business property at December 3 1 are listed below, with a range of depreciable lives for each: 

(in millions) 2005 2004 

Nonregulated generation plant and equipment (3-40 years) 1,330 1,302 

Buildines and Dlants (5-40 vears) 70 70 ” . I <  

Oil and gas properties (units-of-production) 493 334 
99 80 

Marhe eauimnent (3-35 years) 88 87 
A I  < I  

Copputers, office eqpipment and sofiware (3- 10 years) 8 13 

Diversified business property, net $1,880 $ 1,773 

Our nonregulated businesses capitalize interest costs under SEAS No. 34, “Capitalization of Interest Costs.” During the years ended 
December 31, 2005, 2004 and 2003, respectively, we capitalized $4 million, $7 million and $20 million, respectively, of our interest 
cost of $656 million, $641 million and $634 million, respectively. Capitalized interest for 2005 and 2004 is related to the expansion of 
natural gas operations. Capitalized interest in 2003 is related to the expansion of the Progress Ventures nonregulated generation 
portfolio. Capitalized interest is included in diversified business property, net on the Consolidated Balance Sheets. Diversified 
business depreciation expense was $116 million for December 3 1,2005 and 2004 and $91 million for December 3 I, 2003. 

PEC 

Net diversified business property was $7 million at both December 3 1, 2005 and 2004. These amounts consist primarily of buildings 
and equipment that are being depreciated over periods ranging from SO to 40 years. Accumulated depreciation was $2 million at both 
December 3 1, 2005 and 2004. Diversified business depreciation 
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expense was less than $1 million in both 2005 and 2004 and $1 million in 2003. Net diversified business property is included in miscellaneous other property and 
investments on the Consolidated Balance Sheers. 

C. Joint Ownership of Generating Facilities 

PEC and PEF hold ownership interests in certain jointly owned generating facilities. 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, except in certain instances where agreements have been executed 
to limit certain joint owners' maximum exposure to the additional costs (See Note 22B). PEC's and PEF's share of expenses for the 
jointly owned facilities is included in the appropriate expense category. The co-owner of Intercession City Unit P11 (P11) has 
exclusive rights to the output of the unit during the months of June through September. PEF has that right for the remainder of the 
year. PEC's and PEF's ownership interests in the jointly owned generating facilities are Iisted below with related information at 
December 3 1 : 

2005 
(in millions) 

Company Construction 
Ownership Plant Accumulated Work in 

PEC Roxboro Unit 4 8 7.0 6 Yo 355 153 10 ~ 

PEF * Crystal a v e r  Unit 3 91.78% 808 493 48 
PEF Intercession City Unit P11 66.67% 24 4 - 

2004 Company Construction 
(in millions) Ownership Plant Accumulated Work in 
Subsidiary Facilitv Interest Investment Demeciation Progress " 
PEC Mayo 83.83% $516 $249 $ 1  
PEC Hams 83.83% 3.185 1.387 13 
PEC . Bninswick 8 1.67% 11624 888 28 
PEC Roxboro Unit 4 87.06% 323 147 1 - .. - - - -  

PEF Crystal River Unit 3 91.78% 889 443 9 
PEF Intercession Citv Unit P11 66.67% 22 7 8 

In the tables above, plant investment and accumulated depreciation are not reduced by the regulatory disaIlowances related to the 
Shearon Harris Nuclear Plant (Harris), which are not applicable to the joint owner's ownership interest in Harris. 

D. Asset Retirement Obligations 

At December 3 1, 2005 and 2004, the asset retirement costs related to nuclear decommissioning of irradiated plant, net of accumulated 
depreciation, totaled $31 million and $46 million, respectively, for PEC and $36 million at December 31, 2004 for PEF. No costs 
related to nuclear decommissioning of irradiated plant were recorded in 2005 at PEF. At December 31, 2005 and 2004, additional 
PEF-related asset retirement costs, net of accumulated depreciation, of $137 million and $193 million, respectively, were recorded at 
Progress Energy. Funds set aside in the Utilities' nuclear decommissioning trust funds for the nuclear decommissioning liability 
totaled $640 million and $580 million at December 31, 2005 and 2004, respectively, for PEC and $493 million and $454 million, 
respectively, for PEF. Net nuclear decommissioning trust unrealized gains are included in regulatory liabilities (See Note 7A). 

PEC's decommissioning cost provisions, which are included in depreciation and amortization expense, were $3 1 million in 2005, 2004 
and 2003. Management believes that decommissioning costs that have been and will be recovered through rates by PEC and PEF will 
be sufficient to provide for the costs of decommissioning. Expenses recognized for the disposal or removal of utility assets that are not 
SFAS No. 143 asset retirement obligations, which 
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are included in depreciation and amortization expense, were $90 million, $83 million and $86 million in 2005, 2004 and 2003, 
respectively, for PEC and $78 million, $77 million and $72 million in 2005, 2004 and 2003, respectively, for PEF. 

The Utilities recognize removal, nonirradiated decommissioning and dismantlement of fossil generation plants costs in regulatory 
liabilities on the Consolidated Balance Sheets (See Note 7A). At December 3 1, such costs consisted of: 

Progress Energy PEC pEJ 
(in millions) 2005 2004 2005 2004 2005 2004 

Nonirradiated decommissioninrr costs 132 131 71 70 61 61 _ _  Y 

Dismantlement costs 123 144 123 144 
Non-ARO cost of removal $1,571 $ 1,881 $732 $671 $839 $1,210 

The NCUC requires that PEC update its cost estimate for nuclear decommissioning every five years. PEC's most recent site-specific 
estimates of decommissioning costs were developed in 2004, using 2004 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 after operating license expiration. These decommissioning cost estimates also include interim spent fuel storage costs 
associated with maintaining spent nuclear fuel on site until such time that it can be transferred to a DOE facility (See Note 23D). 
These estimates, in 2004 dollars, were $569 million for Unit No. 2 at Robinson Nuclear Plant (Robinson), $41 8 million for Brunswick 
Unit No. 1, $444 million for Bwswick Unit No. 2, and $775 million for Harris, 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), whch holds an undivided ownership interest in Brunswick and Harris. NRC operating licenses held 
by PEC currently expire in December 2014 and September 2016 for Brunswick Units No. 2 and No. 1, respectively. An application to 
extend these licenses 20 years was submitted in October 2004. The NRC operating license held by PEC for Harris currently expires in 
October 2024. An application to extend this license 20 years is expected to be submitted in the fourth quarter of 2006. On April 19, 
2004, the NRC announced that it renewed the operating license for Robinson for an additional 20 years through July 2030. 

The FPSC requires that PEF update its cost estimate for nuclear decommissioning every five years, PEF filed a new site-specific 
estimate of decommissioning costs for the Crystal River Unit No. 3 (CR3) with the FPSC on April 29, 2005, as part of PEF's base rate 
filing. PEF's estimate is based on prompt dismantlement decommissioning and includes interim spent fuel storage costs associated 
with maintaining spent nuclear fuel on site until such time that it can be transferred to a DOE facility (See Note 23D). The estimate, in 
2005 dollars, is $614 million and is 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 estimate 
excludes the portion attributable to other co-owners of CR3. The NRC operating license held by PEF for CR3 currently expires in 
December 2016. An  application to extend this license 20 years is expected to be submitted in the first quarter of 2009. As part of this 
new estimate and assumed license extension, PEF reduced its asset retirement cost net of accumulated depreciation and its ARO 
liability by approximately $36 million and $88 million, respectively. In addition, we reduced PEF-related asset retirement costs, net of 
accumulated depreciation, by an additional $53 million at Progress Energy. Retail and wholesale accruals on PEF's reserves for 
nuclear decommissioning were previously suspended through December 2005 under the terms of the Agreement and the new Base 
Rate Settlement continues that suspension. 

The FPSC requires that PEF update its cost estimate for fossil plant dismantlement every four years. PEF filed an updated fossil 
dismantlement study with the FPSC on April 29,2005, as part of its base rate filing. The new study called for an increase in the annual 
accrual of $10 million beginning in 2006. PEF's reserve for fossil plant dismantlement was approximately $145 million at December 
3 1 , 2005, including amounts in the ARO liability for asbestos abatement, discussed below. Retail accruals on PEF's reserves for fossil 
plant dismantlement were previously suspended through December 2005 under the terms of PEF's existing Agreement. The Base Rate 
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Settlement continued the suspension of PEF's collection from customers of the expenses to dismantle fossil plants (See Note 7C). 

Upon implementation of FIN No. 47 as of December 31, 2005, the Utilities recognized additional ARO liabilities for asbestos 
abatement costs (See Note 2). 

We have identified but not recognized AROs related to electric transmission and distribution and telecommunications assets as the 
result of easements over property not owned by us. These easements are generally perpetual and require retirement action only upon 
abandonment or cessation of use of the property for the specified purpose. The ARO is not estimable for such easements, as we intend 
to utilize these properties indefinitely. In the event we decide to abandon or cease the use of a particular easement, an ARO would be 
recorded at that time. 

Our nonregulated AROs relate to the synthetic fuel operations and gas production of Progress Fuels. The related asset retirement costs, 
net of accumulated depreciation, totaled $10 million and $4 million at December 3 1, 2005 and 2004, respectively. 

The following table shows the changes to the AROs during the years ended December 31. Additions relate primarily to additional 
reclamation obligations at coal mine operations of Progress Fuels and asbestos abatement at the Utilities. Revisions to prior estimates 
of the regulated ARO related to PEC remeasuring the nuclear decommissioning costs of irradiated plants to take into account updated 
site-specific decommissioning cost studies, which are required by the NCUC every five years. Revisions to prior estimates of the PEF 
regulated ARO are related to the updated cost estimate for nuclear decommissioning described above. 

Promess Energy 

Revisions to mior estimates 1631 (21 1631 A \-- ,  \ - I  

Asset retirement obligations at Dece 1,261 4 337 
2004 
Additions 50 6 23 27 
Accretion expense 65 51 14 

The cumulative effect of initial adoption of SFAS No. 143 related to nonregulated operations was $1 million of income, which is 
included in cumulative effect of change in accounting principles, net of tax on the Consolidated Statements of Income for the year 
ended December 3 I, 2003. 

E.. Insurance 

The Utilities are members 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, each company is insured for $500 
million at each of its respective nuclear plants. In addition to primary coverage, NEIL also provides decontamination, premature 
decommissioning and excess property insurance with limits of $1 -75 billion on each nuclear plant. 

Insurance coverage against incremental costs of replacement power resulting from prolonged accidental outages at nuclear generating 
units is also provided through membership in NEIL. Both PEC and PEF are insured under NEIL, following a 12-week deductible 
period, for 52 weeks in the amount of $3.5 million per week at each plant. An additional 11 0 weeks of coverage is provided at 80 
percent of the above weekly amount. For the current policy period, the companies are subject to retrospective premium assessments of 
up to approximately $30.7 million with respect to the primary coverage, $36.5 million with respect to the decontamination, 
decommissioning and excess property coverage, and $23 million for the incremental replacement power costs coverage, in the event 
covered losses at insured facilities exceed premiums, reserves, reinsurance and other NEIL resources. Pursuant to regulations 
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of the NRC, each company's property damage insurance policies provide that all proceeds fiom such insurance be applied, first, to 
place the plant in a safe and stable condition after an accident and, second, to decontaminate, before any proceeds can be used for 
decommissioning, plant repair or restoration. Each company is responsible to the extent losses may exceed limits of the coverage 
described above. 

Both of the Utilities are insured against public liability for a nuclear incident up to $10.76 billion per occurrence. Under the current 
provisions of the Price Anderson Act, which limits liability for accidents at nuclear power plants, each company, as an owner of 
nuclear units, can be assessed for a portion of any third-party liability claims arising fiom an accident at any commercial nuclear 
power plant in the United States. In the event that public liability claims from an insured nuclear incident exceed $300 million 
(currently available through commercial insurers), each company would be subject to pro rata assessments of up to $100.1 million for 
each reactor owned per occurrence. Payment of such assessments would be made over time as necessary to limit the payment in any 
one year to no more than $15 million per reactor owned. 

Under the NEIL policies, if there were multiple terrorism losses occurring within one year, NEIL would make available one industry 
aggregate limit of $3.2 billion, along with any amounts it recovers from reinsurance, government indemnity OK other sources up to the 
limits for each claimant. If terrorism losses occurred beyond the one-year period, a new set of limits and resources would apply. For 
nuclear liability claims arising out of terrorist acts, the primary level available through commercial insurers is now subject to an 
industry aggregate limit of $300 million. The second level of coverage obtained through the assessments discussed above would 
continue to apply to losses exceeding $300 million and would provide coverage in excess of any diminished primary limits due to 
terrorist acts. 

The Utilities self-insure their transmission and distribution fines against loss due to storm damage and other natural disasters. PEF 
accrues $6 million annually to a storm damage reserve pursuant to a regulatory order and may defer losses in excess of the reserve 
(See Note 7A). 

6. CURRENT ASSETS 

A. Receivables 

Income tax receivables and interest income receivables are not included in receivables. These amounts are included in prepaids and 
other current assets on the Consolidated Balance Sheet. At December 3 1 receivables were comprised of 

Progress Energy fEC pEJ 
(in millions) 2005 2004 2005 2004 2005 2004 

Other receivables 45 23 28 12 14 7 
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B. inventory 

At December 31 inventory was comprised oE 

Progress Energy PEC pEJ 
(in millions) 2005 2004 2005 2004 2005 2004 

Inventory for sale 61 49 
Materials and supp 441 5 17 240 263 166 176 
Emission allowances 35 21 26 1 1  9 

Materials and supplies amounts above exclude long-term combustion turbine inventory amounts included in other assets and deferred 
debits for Progress Energy and PEC of $44 million at December 3 1, 2005 and none at December 3 1,2004. 

Emission allowances above exclude long-term emission allowances included in other assets and deferred debits for Progress Energy, 
PEC and PEF of $14 million, $13 million, and $1 million, respectively, at December 3 1,2005 and none at December 3 1,2004. 

7. REGULATORY MATTERS 

A. Regulatory Assets and Liabilities 

As regulated entities, the Utilities are subject to the provisions of SFAS No. 7 1. Accordingly, the Utilities record certain assets and 
liabilities resulting from the effects of the ratemalung process that would not be recorded under GAAP for nonregulated 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 applies to a separable portion of our operations, 
related regulatory assets and liabilities would be eliminated unless an appropriate regulatory recovery mechanism was provided. 
Additionally, these factors could result in an impairment of utility plant assets as determined pursuant to SFAS No. 144. 
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At December 3 1 the balances of regulatory assets (liabilities) were as follows: 

(in millionsl 20n5 3004 ---- - - - .  
Deferred fuel cost - current (Note 7B and 7C) $ 602 $ 229 
Deferred fuel cost - long-term (Note 7B and 7C) 31 107 -~ 

PEC (Note 1D) 281 305 
Income taxes recoverable through future rates (Note 141 81 84 
Loss on reacquired 50 53 
Storm deferral (Notes 7B and 7CI 2 27 316 

Other 96 125 
Total long-term regulatory assets 854 1,064 

.~ 

Deferred enerev conservation cost - current (1 0) 18) \ - I  - _  ..Jd 

NonlARO cost of removal (Note 5D) (1,571) (1,881) 
Deferred imDact of ARO - PEF (Note ID) (2251 (22 1) 

I \---/ \ - - - I  

Net nuclear de ealized gains (Note (251) (224) 
5D) 
Postretirement benefits (Note 16B) 

Total long-term regulatorv liabilities (2.5271 (2.654) 

PEC 

(in millions) 2005 2004 

Deferred fuel cost - long-term (Note 7B) 31 28 

19 25 

Net regulatory liabilities $ (514) $ (439) 
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(in millions) 2005 2004 ~- - 

Deferred h e 1  cost - current (Note 7C) $ 341 $ 89 
Deferred fuel cost - long-term (Note 7CI 79 

Income taxes recoverable through future rates /Note 14) 59 49 
Loss on reacquired debt (Note rD) 29 31 
Postretirement benefits 7 7 
Other 48 67 

Other (32) 

Net regulatory liabilities $ (507) fi (757) 

Except for portions of deferred fuel costs, all regulatory assets earn a return or the cash has not yet been expended, in which case the 
assets axe offset by liabilities that do not incur a carrylng cost. We expect to hl ly  recover these assets and refund these liabilities 
through customer rates under current regulatory practice. 

B. PEC Retail Rate Matters 

FUEL COST RECO VERY 

On April 27, 2005, PEC filed for an increase in the fuel rate charged to its South Carolina retail customers with the SCPSC. PEC 
requested the $99 million increase for under-recovered fuel costs for the previous 15 months and to meet future expected fuel costs. 
On June 23, 2005, the SCPSC approved a sealement agreement filed jointly by PEC and all other parties to the proceeding. The 
settlement agreement levelizes the collection of under-recovered fuel costs over a three-year period and allows PEC to charge and 
recover carrying costs on the monthly unpaid balance, beginning July 1, 2006, at an interest rate of 6% compounded annually. An 
annual increase in PEC's rates of $55 million, or 12 percent, was effective July 1, 2005. Residential electric bills increased by $7.29 
per 1,000 kWhs for fuel cost recovery, The South Carolina deferred fuel balance at December 31, 2005, was $38 million, of which 
$21 million will be collected after 2006 in accordance with the settlement agreement and therefore has been classified as a long-term 
regulatory asset. 

On June 3, 2005, PEC filed for an increase in the fuel rate charged to its North Carolina retail customers with the NCUC. PEC 
requested that the NCUC approve an annual increase of $276 million, or 11 percent. PEC requested the increase for under-recovered 
fuel costs for the previous 12 months and to meet future expected fuel costs. On September 26, 2005, the NCUC approved a 
settlement agreement proposed by PEC and other parties to the proceeding. In the settlement, PEC will collect all of its fuel cost 
under-collections that occurred during the test year ended March 3 1, 2005, over a one-year period beginning October 1, 2005. PEC 
agreed to reduce its proposed billing increment, designed to collect future fuel costs, in order to address customer concerns regarding 
the magnitude of the proposed increase. The NCUC approved an annual increase of $133 million, an average increase of 5 percent. In 
recognition of the likely under-collection that will result during the year ending September 30, 2006, PEC is allowed to calculate and 
collect interest at 6% on the difference between its collection factor in the original request to the NCUC and the factor included in the 
settlement agreement until such amounts have been collected. Effective October 1, 2005, residential electric bills increased by $3.7 1 
per 1,000 lalowatt-hours (kWhs) for fuel cost recovery. At December 3 1, 2005, PEC's North Carolina retail fuel costs were under- 
recovered by $254 million. Ths  amount was comprised of $244 million eligible for recovery in 2006 and $10 million deferred fiom a 
2001 NCUC order that cannot be collected until 2007 and therefore has been classified as a long-term regulatory asset. 
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In 2004 and 2003, PEC obtained SCPSC and NCUC approval of fuel factors in annual fuel-adjustment proceedings. The NCUC 
approved an annual increase of $62 million and $20 million, respectively, by orders issued in September 2004 and 2003. The SCPSC 
approved PEC's petition each year and the changes were insigmficant. 

STORM COSTRECOVERY 

In February 2004, PEC filed with the SCPSC seeking permission to defer expenses incurred from the fust quarter 2004 winter storm. 
In September 2004, the SCPSC approved PEC's request to defer the costs and amortize them ratably over five years beginning in 
January 2005, Approximately $9 million related to storm costs was deferred in 2004. PEC recognized $2 million of South Carolina 
storm amortization during 2005. 

In October 2003, PEC filed with the NCUC seeking permission to defer expenses incurred from Hurricane Isabel and the February 
2003 winter storms. In December 2003, the NCUC approved PEC's request to defer the costs associated with Hurricane Isabel and the 
February 2003 winter storms and amortize them over a period of five years. PEC charged approximately $24 million in 2003 from 
Hurricane Isabel and from winter storms to the deferred account. PEC recogmzed $5 million, $5 million and $3 million of North 
Carolina storm amortization during 2005, 2004 and 2003, respectively. 

OTHER MATTERS 

The NCUC and SCPSC have approved proposals to accelerate cost recovery of PEC's nuclear generating assets beginning January 1, 
2000, and continuing through 2009. The aggregate minimum and maximum amounts of cost recovery are $530 million and $750 
million, respectively. Accelerated cost recovery of these assets resulted in no additional expense in 2005, 2004 or 2003. Through 
December 3 1 , 2005, PEC recorded total accelerated depreciation of $403 million. 

The North Carolina Clean Smokestacks Act (Clean Smokestacks Act) enacted in June 2002 requires state utilities to reduce emissions 
of nitrogen oxide (NOx) and sulfur dioxide (SOz) from coal-fired plants. The law provides that the utilities shall amortize and recover 
the original estimated costs (subject to adjustment by the NCUC) associated with meeting the new emission standards over a seven- 
year period beginning January 1, 2003. The legislation provides for significant flexibility in the amount of annual amortization 
recorded, which allows the utilities to vary the amount amortized within certain limits. This flexibility provides a utility with the 
opportunity to consider the impacts of other factors on its regulatory return on equity (ROE) when setting the amortization amount for 
each year. PEC recognized $147 million, $174 million and $74 million of Clean Smokestacks Act amortization during 2005,2004 and 
2003, respectively. This legislation freezes PEC's base rates in North Carolina through December 31, 2007, subject to certain 
conditions (See Note 22B). 

In conjunction with our acquisition of Florida Progress Corporation (Florida Progress), PEC reached a settlement with the PubIic Staff 
of the NCUC in which it agreed to provide $20 million of credits to its nonreal-time pricing customers including $6 rnillion in both 
2005 (the last year the agreed-upon credits were provided) and 2004 and $5 million in 2003. 

C. PEF Retail Rate Matters 

S T O M  COST RECO VERY 

On July 14, 2005, the FPSC issued an order authorizing PEF to recover $232 million over a two-year period, including interest, of the 
costs it incurred and previously deferred related to PEF's restoration of power to customers associated with the four hurricanes in 
2004. The ruling allowed PEF to include a charge of approximately $3.27 on the average residential monthly customer bill of 1,000 
kWhs beginning August I ,  2005. The ruling by the FPSC approved the majority of PEF's requests with two exceptions: the 
reclassification of $8 million of previously deferred costs to utility plant and the reclassification of $17 million of previously deferred 
costs as normal operation and maintenance (O&M) expense, which was expensed in the second quarter of 2005. In 2005, PEF 
recorded approximately $50 million of amortization associated with the recovery of these storm costs. 
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The amount included in the original petition requesting recovery of $252 million in November 2004 was an estimate, as actual total 
costs were not known at that time. On September 12, 2005, PEF filed a true-up to the original amount requested. PEF incurred an 
additional $19 million in costs in excess of the amount requested in the original petition. This increase was partially offset by a $6 
million of adjustments due to allocating a hgher portion of the costs to the wholesale jurisdiction and refining the FPSC adjustments. 
On November 9, 2005, as part of the action taken by the FPSC on PEF's pass-through clause cost recovery discussed below, the 
recovery of this difference was administratively approved by the FPSC, subject to audit by the FPSC staff. The net impact was 
included in customer bills beginning January 1, 2006, 

On June 1, 2005, the governor of Florida signed into law a bill that allows utilities to petition the FPSC to use securitized bonds to 
recover storm-related costs. PEF is reviewing whether it will seek FPSC approval to issue securitized debt to recover any outstanding 
balance of its 2004 storm costs and to replenish its storm reserve f h d ,  or to continue the current replenishment of its storm reserve 
fund through base rates and a surcharge mechanism. If PEF seeks recovery through securitization and assuming FPSC approval, PEF 
expects the process to take six to nine months to complete. 

PASS-THROUGH CLAUSE COSTRECOVERY 

On November 9, 2005, the FPSC approved PEF's filed request seeking a total increase of $605 million over 2005 to recover rising fuel 
costs as well as costs related to other pass-through clauses and surcharges. Fuel costs of $560 million and certain purchased power 
costs of $42 million were the largest component of the total increase. The fuel cost increase includes $17 million from 2004 under- 
recoveries, $222 million from 2005 under-recoveries and a $321 million increase for 2004. Beginning January 1, 2006, residential 
electric bills increased by $1 1.78 per 1,000 kWhs each billing cycle through December 31, 2006. At December 31, 2005, PEF was 
under-recovered in fuel and capacity costs by $34 1 million, 

To encourage energy conservation, the FPSC's ruling allows PEF to implement a two-tiered fuel rate for residential customers that 
charges a lower rate for the first 1,000 kWhs and a higher rate for each additional kwh. 

BASE RATE SETTLEMENT 

On April 29, 2005, PEF submitted minimum filing requirements, based on a 2006 projected test year, to initiate a base rate proceeding 
regarding its future base rates. In its filing, PEF requested a $206 million annual increase in base rates effective January 1, 2006. On 
September 7, 2005, the FPSC approved an agreement (Base Rate Settlement) that maintains PEF's base rates at their current level 
through late 2007, except as modified elsewhere in the Base Rate Settlement. The new base rates took effect the first billing cycle of 
January 2006 and will remain in effect through the last billing cycle of December 2009 with PEF having sole option to extend through 
the last billing cycle of June 2010. 

Under the Base Rate Settlement, PEF will continue to collect a return on and depreciation of Hines Unit 2 through the fuel clause, as 
was permitted under the tenns of the existing Stipulation and Settlement Agreement (the Agreement), through late 2007 when it will 
be transferred into base rates. This transfer will correspond with the in-service dates of the Hines Unit 4, which will also be recovered 
through a base rate increase. PEF began recovering the cost of its Nines Unit 3 through existing base rates when it was placed into 
service in November 2005, similar to other utility property additions. 

The Base Rate Settlement authorizes PEF to recover certain costs through clauses, such as the continued recovery of post-9/11 
security costs through the capacity clause and the carrying costs of coal inventory in transit and coal procurement costs through the 
fuel clause. 

The Base Rate Settlement also provides for revenue sharing between PEF and its customers. In 2006, PEF will refund two-thu-ds of 
retail, base revenues between the $1.499 billion threshold and the $1 S49 billion cap and 100 percent of revenues above the $1.549 
billion cap. Both the threshold and cap will be adjusted annually for rolling average 10-year retail kwh sales growth. 
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The Base Rate Settlement authorizes PEF to include an adjustment to increase common equity for the impact of Standard & Poor's 
(S&P's) imputed off-balance sheet debt for future capacity payments to qualifying facilities and other entities under long-term 
purchase power agreements. This adjusted capital structure will be used for surveillance reporting with the FPSC and pass-through 
clause return calculations. PEF will use an authorized 11.75 percent ROE for cost recovery clauses and AFUDC. In addition, PEF's 
adjusted equity ratio will be capped at 57.83 percent. If PEF's regulatory ROE falls below 10 percent, and for certain other events, PEF 
is authorized to petition the FPSC for a base rate increase. 

The FPSC requires that PEF perform a depreciation study no less frequently than every four years, PEF filed a depreciation study for 
the FPSC's approval on April 29, 2005, as part of its base rate filing, which would increase depreciation expense by $14 million 
beginning in 2006. PEF reduced its estimated removal costs to take into account the estimates used in the depreciation study. This 
resulted in a downward revision in PEF's estimated removal costs, a component of regulatory liabilities, and an equal increase in 
accumulated depreciation of $401 million. On September 7, 2005, the FPSC approved a modification to the study that resulted in a 
decrease to the filed report of $40 million. Consequently, the impact of the rate changes in the depreciation study will decrease annual 
depreciation expense by $26 million beginning in 2006. 

The FPSC requires that PEF update its cost estimate for fossil plant dismantlement every four years. PEF filed an updated fossil 
dismantlement study with the FPSC on April 29,2005, as part of its base rate filing. The new study called for an increase in the annual 
accrual of $10 million beginning in 2006. PEF's reserve for fossil plant dismantlement, including amounts in the ARO liability for 
asbestos abatement, was $145 million at December 31, 2005. Retail accruals on PEF's reserves for fossil plant dismantlement were 
previously suspended through December 2005 under the terms of PEF's existing Agreement. The Base Rate Settlement continued the 
suspension of PEF's collection from customers of the expenses to dismantle fossil plants. 

The FPSC requires that PEF update its cost estimate for nuclear decommissioning every five years. PEF filed a new site-specific 
estimate of decommissioning costs for CR3 with the FPSC on April 29,2005, as part of PEF's base rate filing. PEF's estimate is based 
on prompt dismantlement decommissioning. The estimate, in 2005 dollars, is $614 million and is 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 estimate excludes the portion attributable to other co-owners of CR3. The NRC operating 
license held by PEF for CR3 currently expires in December 2016. An application to extend this license 20 years is expected to be 
submitted in the first quarter of 2009. As part of h s  new estimate and assumed license extension, PEF reduced its ARO liability by 
$88 million. Retail accruals on PEF's reserves for nuclear decommissioning were previously suspended through December 2005 under 
the terms of the Agreement and the new Base Rate Settlement continues that suspension. 

FRANCHISE MATTERS 

On June 1, 2005, Winter Park acquired PEF's electric distribution system that serves Winter Park for approximately $42 million. On 
June 1, 2005, PEF transferred the distribution system to Winter Park and recognized a pre-tax gain of approximately $25 million on 
the transaction, which is included as an offset to other utility expense on the Statements of Income. This amount was decreased $1 
million in the thlrd quarter of 2005 upon accumulation of the final capital expenditures incurred since arbitration. PEF also recorded a 
regulatory liability of $8 million for stranded cost revenues, which will be amortized to revenues over six years in accordance with the 
provisions of the transfer agreement with Winter Park. In June 2004, Winter Park executed a wholesale power supply contract with 
PEF with a five-year term and a renewal option. 

OTHER MATTERS 

On June 29, 2004, the FPSC approved a Stipulation and Settlement Agreement, executed on April 29, 2004, by PEF, the Office of 
Public Counsel and the Florida Industrial Power Users Group. The stipulation and settlement resolved the issue pending before the 
FPSC regarding the costs PEF will be allowed to recover through its Fuel and Purchased Power Cost Recovery clause in 2004 and 
beyond for waterborne coal deliveries by PEF's affiliated coal 

145 



supplier, Progress Fuels. The settlement sets fixed per ton prices based on point of origin for all waterborne coal deliveries in 2004, 
and establishes a market-based pricing methodology for determining recoverable waterborne coal transportation costs through a 
competitive solicitation process or market price proxies in 2005 and thereafter. The settlement reduces the amount that PEF will 
charge to the Fuel and Purchased Power Cost Recovery clause for waterborne transportation by approximately $1 1 million beginning 
in 2004. 

On November 3, 2004, the FPSC approved PEF's petition for Determination of Need for the construction of a fourth unit at PEF's 
Hines Energy Complex. Hines Unit 4 is needed to maintain electric system reliability and integrity and to continue to provide 
adequate electricity to its ratepayers at a reasonable cost. Hines Unit 4 will be a combined cycle unit with a generating capacity of 461 
MW (summer rating). The estimated total in-service cost of Hines Unit 4 is $286 million, and the unit is planned for commercial 
operation in December 2007. If the actual cost is less than the estimate, customers will receive the benefit of such cost under-runs. 
Any costs that exceed this estimate will not be recoverable absent extraordinary circumstances as found by the FPSC in subsequent 
proceedings. 

D. Regional Transmission Organizations 

In 2000, the FERC issued Order No. 2000 regarding regional transmission organizations (RTOs). Ths Order set minimum 
characteristics and functions that RTOs must meet, including independent transmission service. In October 2000, as a result of Order 
2000, PEC, along with Duke Energy Corporation and South Carolina Electric & Gas Company, filed an application with the FERC for 
approval of an RTO, GridSouth. In July 2001, the FERC issued an order provisionally approving GridSouth. However, in July 2001, 
the FERC issued orders recommending that companies in the southeastern United States engage in mediation to develop a plan for a 
single RTO. PEC participated in the mediation. On August 11, 2005, the GridSouth participants notified the FERC that they had 
terminated the GridSouth project. By order issued October 20, 2005, the FERC terrninated the GridSouth proceeding. PEC has $33 
million invested in GridSouth related to startup costs at December 3 1, 2005, PEC expects to recover these startup costs. 

The FPSC ruled in December 2001 that the formation of GridFlorida by the three major investor-owned utilities in Florida, including 
PEF, was prudent but ordered changes in the structure and market design of the proposed organization. In September 2002, the FPSC 
set a hearing for market design issues; this order was appealed to the Florida Supreme Court by the consumer advocate of the state of 
Florida. In June 2003, the Florida Supreme Court dismissed the appeal without prejudice. In September 2003, the FERC held a Joint 
Techca l  Conference with the FPSC to consider issues related to formation of an RTO for peninsular Florida. In December 2003, the 
FPSC ordered further state proceedings and established a collaborative workshop process to be conducted during 2004. In June 2004, 
the workshop process was abated pending completion of a cost-benefit study. On December 12, 2005, the final report of the cost- 
benefit study was issued. The study concluded that the GridFlorida RTO was not cost effective. The study further segregated the costs 
and benefits between FPSC jurisdictional and nonjurisdictional customers, concluding that the jurisdictional customers would incur 
even more costs and benefits would be shifted to nonjurisdictional customers. In light of the fmdings and conclusions of the cost- 
benefit study, on January 27, 2006, the GridFlorida applicants filed a motion to withdraw the compliance filing and filed a petition to 
close the docketed proceeding. The Florida Municipal Power Agency and Seminole Electric Power Cooperative have submitted a 
filing in opposition to this motion. The FPSC has released a schedule that indicates that they will issue an order on this motion by 
April 24,2006. The GridFlorida applicants are currently in discussions to determine whether there are cost-effective alternatives to the 
GridFlorida proposal that could be implemented in peninsular Florida. PEF has fully recovered its startup costs in GridFlorida from 
retail ratepayers. 

E. FERC Market Power Mitigation 

In April 2004, the FERC issued two orders concerning utilities' ability to sell wholesale electricity at market-based rates. In the first 
order, the FERC adopted two new interim screens for assessing potential generation market power of applicants for wholesale market- 
based rates, and described additional analyses and mitigation measures that could be presented if an applicant does not pass one of 
these interim screens. In July 2004, the FERC issued an order on rehearing affirrning its conclusions in the April order. In the second 
order, the FERC initiated a rulemaking to consider whether the FERC's current methodology for determining whether a public utility 
should be allowed to sell wholesale electricity at market-based rates should be modified in any way. PEF does not have market-based 
rate 
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authority for wholesale sales in peninsular Florida. Given the difficulty PEC believed it would experience in passing one of the interim 
screens, on September 6, 2005, PEC filed revisions to its market-based rate tariffs restricting them to sales outside PEC’s control area 
and peninsular Florida and a new cost-based tariff for sales within PEC’s control area. The FERC has accepted these revised tariffs. 

F. Energy Delivery Capitalization Practice 

We reviewed OUT capitalization policies for the Utilities’ distribution operations (Energy Delivery) in 2004. That review indicated that 
in the areas of outage and emergency work not associated with major storms and allocation of indirect costs, both PEC and PEF 
should revise the way that they estimate the amount of capital costs associated with such work. Effective January 1, 2005, we 
implemented changes that included more detailed classification of outage and emergency work resulting in more precise estimation 
and implemented a process to retest accounting estimates on an annual basis. As a result of the changes in accounting estimates for the 
outage and emergency work and indirect costs, a lesser proportion of PEC’s and PEF’s costs will be capitalized on a prospective basis. 
The combined impact for the Utilities in 2005 was to expense approximately $63 million of costs that would have been capitalized 
under the previous policies. Of this total, $26 million related to PEC and $37 million related to PEF. Pursuant to SFAS No. 71, the 
Utilities informed the state regulators having jurisdiction over them of this change and that the new estimation process was 
implemented effective January 1, 2005. We also requested and received a method change from the Internal Revenue Service (IRS) 
during 2005. 

8. GOODWILL AND OTHER INTANGIBLE ASSETS 

We perform annual goodwill impairment tests in accordance with SFAS No. 142, “Goodwill and Other Intangible Assets” (SFAS No. 
142). Goodwill impairment was tested for both the PEC and PEF segments in the second quarters of 2004 and 2005; each test 
indicated no impairment. 

For our Progress Ventures segment, the goodwill impairment tests are performed at the reporting unit level of our Effingharq Monroe, 
Walton and Washmgton nonregulated generation plants (Georgia Region), whch is one level below the Progress Ventures segment. 
We perfonned the annual goodwill impairment test for our Georgia Region reporting unit in the first quarters of 2005 and 2004, each 
of which indicated no iqairment. In response to changing gas and electricity prices that have a significant impact on the future cash 
flows of our Georgia Region operations, we also performed an interim goodwill impairment test for the Progress Ventures goodwill in 
the third and fourth quarters of 2005, each of which indicated no impairment. However, as part of ow evaluation of certain business 
opportunities in the frst quarter of 2006, we performed an interim impairment test for the $64 million of goodwill, which indicated the 
fair value of the Georgia Region was less than its carrying value. As required by SFAS No. 142, we are currently performing the 
second step of the impairment test, which compares the implied fair value of the goodwill with the recorded goodwill. While the 
results of the second step of the impairment test are currently unknown, the effects could range from no change to the recorded 
goodwill value to a potential write-off of $64 million. 

Under SFAS No. 142, all goodwill is assigned to our reporting units that are expected to benefit from the synergies of the business 
combination. The changes in the carrying amount of goodwill, by reportable segment, for the years ended December 31 were as 
follows: 

Progress Corporate 
(in millions) PEC PEF Ventures and -Other Total 

Aca uisit ions I 7 7 

Balance at December 3 1,2003 1,922 1,733 64 7 3,726 

Balance at December 31.2005 3 1.922 3 1.733 !% 64 s -  s 3.719 
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In December 2003, $7 million in goodwill was recorded based on a preliminary purchase price allocation as part of the PTC partial 
acquisition of EPIK and was reported in the Corporate and Other segment. As discussed in Note 4B, we revised the preliminary EPIK 
purchase price allocation as of September 2004, and the $7 million of goodwill was reallocated to certain tangible assets acquired 
based on the results of valuations and appraisals. 

The gross carrying amount and accumulated amortization of the intangible assets at December 3 1 were as follows: 
~~~~ ~~ 

2005 2004 
Gross Carrying Accumulated Gross Carrying Accumulated 

(in millions~ Amount Amortization Amount Amortization 

Power agreements acauired 188 188 

Total $434 $ (132) $433 

In June 2004, we sold, in two transactions, a combined 49.8 percent partnership interest in Colona, one of our synthetic fuel 
operations. Approximately $6 million in synthetic fuel 
intangibles and $3 million in r elated accumulated amortization were included in the sale of the partnership interest. 

All of our intangibles, except minimum pension liability adjustments, are subject to amortization. Synthetic fuel intangibles represent 
intangibles for synthetic he1 technology. These intangibles are being amortized on a straight-line basis until the expiration of tax 
credits under Section 29/45K in December 2007 (See Note 23D). The intangibles related to power agreements acquired are being 
amortized based on the economic benefits of the contracts (See Notes 4D). Other intangibles are primarily acquired customer 
contracts, permits that are amortized over their respective lives and minimum pension liability adjustments. 

PEC had intangibIe assets related to minimum pension liability adjustments of $17 million and $18 million at December 3 1, 2005 and 
2004, respectively. PEF had intangible assets related to minimum pension liability adjustments of $2 million at December 3 1,2005. 

Amortization expense recorded on intangible assets for the years ended December 31, 2005, 2004 and 2003 was $35 million, $42 
million and $36 million, respectively. The estimated annual amortization expense for intangible assets for 2006 through 2010 is 
approximately $36 million, $37 million, $1 8 million, $I  8 million and $19 million, respectively. 
9. IMPAIRMENTS OF LONG-LIVED ASSETS AND INVESTMENTS 

We apply SFAS No. 144 for the accounting and reporting of impairment or disposal of long-lived assets. In 2005 and 2003, we 
recorded pre-tax long-lived asset and investment impairments and other charges of $1 million and $38 million, respectively. PEC 
recorded pre-tax long-lived asset and investment impairments and other charges of $1 million and $2 1 million, respectively, in 2005 
and 2003. No impairments were recorded in 2004. 

A. Long-Lived Assets 

Due to the reduction in coal production, we evaluated Kentucky May coaI mine's long-lived assets in 2003. Fair value was determined 
based on discounted cash flows. As a result of this review, we recorded asset impairments of $17 million on a pre-tax basis during the 
fourth quarter of 2003. As discussed in Note 3A, all amounts directly related to the coal mines are inchded in discontinued operations 
on the consolidated statements of income. Due to rising current and future oil prices, in the thrd and fourth quarters of 2005 we tested 
our synthetic fuel plant assets for impairment. These tests indicated that the assets were recoverable and no impairment charge was 
recorded, See Note 23D for additional information. 
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B. Investments 

We evaluate declines in value of investments under the criteria of SFAS No. 115, “Accounting for Certain Investments in Debt and 
Equity Securities” (SFAS No. 1151, and Emerging Issues Task Force (EITF) Issue No. 03-1, “The Meaning of Other-Than-Temporary 
Impairments and Its Application to Certain Investments” (EITF 03-1). Declines in fair value to below the cost basis judged to be other 
than temporary on available-for-sale securities are included in impairments of investments. See Note 3 3 for additional information. 

We continually review PEC’s affordable housing investment (AHI) portfolio for impairment. As a resuIt of various factors including 
continued operating losses of the AH1 portfolio and management issues arising at certain properties within the AH1 portfolio, we 
recorded impairment charges of $1 million and $18 million on a pre-tax basis in 2005 and 2003, respectively. PEC also recorded an 
impairment of $3 million for a cost investment in 2003. No impairments were recorded in 2004. 

10. EQUITY 

A. Common Stock 

Progress Energy 

At December 31, 2005 and 2004, we had 500 million shares of common stock authorized under ow charter, of which 252 million 
shares and 247 million shares, respectively, were outstanding. At December 3 1, 2005 and 2004, we had approximately 58 million 
shares and 63 million shares, respectively, of common stock authorized by the board of directors that remained unissued and reserved, 
primarily to satisfy the requirements of our stock plans. In 2002, the board of directors authorized meeting the requirements of the 
Progress Energy 401(k) Savings and Stock Ownershp Plan (401(k)) and the Investor Plus Stock Purchase Plan with original issue 
shares. During 2005, 2004 and 2003, respectively, we issued approximately 4.6 million, 1.4 million and 7.5 million shares, 
respectively, under these plans for net proceeds of approximately $199 million, $62 million and $305 million, respectively. We 
continue to meet the requirements of the restricted stock plan with issued and outstanding shares. 

There are various provisions limiting the use of retained earnings for the payment of dividends under certain circumstances. At 
December 3 1,2005, there were no significant restrictions on the use of retained earnings (See Note 12). 

At December 3 1, 2005 and 2004, PEC was authorized to issue up to 200 million shares of common stock. All shares issued and 
outstanding are held by Progress Energy. There are various provisions limiting the use of retained earnings for the payment of 
dividends under certain circumstances. At December 31, 2005, there were no significant restrictions on the use of retained earnings. 
See Note 12 for additional dividend restrictions related to PEC. 

At December 3 1, 2005 and 2004, PEF was authorized to issue up to 60 million shares of common stock. A11 PEF common shares 
issued and outstanding are indirectly held by Progress Energy. There are various provisions limiting the use of retained eamings for 
the payment of dividends under certain circumstances. At December 31, 2005, there were no significant restrictions on the use of 
retained earnings. See Note 12 for additional dividend restrictions related to PEF. 

€3. Stock-Based Compensation 

EMPLOYEE STUCK OWNERSHIP PLAN 

We sponsor the 40 l(k) for whch substantially all full-time nonbargaining unit employees and certain part-time nonbargaining unit 
employees within participating subsidiaries are eligible. Participating subsidiaries as of January 
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1, 2003, were PEC, PEF, PTC, PVI, Progress Fuels (corporate employees) and Progress Energy Service Company, LLC (PESC). 
Effective December 19, 2003, (the PT LLUEPIK merger date), PTC no longer participates in the 401(k). The 401(k), which has 
matching and incentive goal features, encourages systematic savings by employees and provides a method of acquiring Progress 
Energy common stock and other diverse investments. The 401(k), as amended in 1989, is an Employee Stock Ownership Plan (ESOP) 
that can enter into acquisition loans to acquire Progress Energy common stock to satisfy 401(k) common share needs. Qualification as 
an ESOP did not change the level of benefits received by employees under the 401(k). Common stock acquired with the proceeds of 
an ESOP loan is held by the 401(k) 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 c o m o n  stock needs 
related to matching and incentive contributions andor 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. Also, beginning in 2002, the dividends paid on ESOP shares that are 
either paid directly to participants or used to purchase additional shares which are subsequently allocated to participants, are fully 
deductible for income tax purposes. 

There were 2.9 million and 3.5 million ESOP suspense shares at December 31, 2005 and 2004, respectively, with a fair value of $126 
million and $156 million, respectively. ESOP shares allocated to plan participants totaled 11.4 million and 12.6 million at December 
31, 2005 and 2004, respectively. Our matchng and incentive goal compensation cost under the 401(k) is determined based on 
matching percentages and incentive goal attainment as defined in the plan. Such compensation cost is allocated to participants' 
accounts in the form of Progress Energy common stock, with the number of shares determined by dividing compensation cost by the 
common stock market value at the time of allocation. We currently meet common stock share needs with open market purchases, with 
shares released from the ESOP suspense account and with newly issued shares. Costs for incentive goal compensation are accrued 
during the fiscal year and typically paid in shares in the following year, while costs for the matching component are typically met with 
shares in the same year incurred. Matching and incentive costs, which were met and will be met with shares released from the 
suspense account, totaled approximately $18 million, $21 million and $20 million for the years ended December 3 I., 2005, 2004 and 
2003, respectively. Total matching and incentive costs totaled approximately $30 million, $32 million and $35 million for the years 
ended December 3 1, 2005, 2004 and 2003, respectively. We have a long-term note receivable from the 401(k) Trustee related to the 
purchase of common stock fi-om us in 1989. The balance of the note receivable from the 401(k) 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. 

151 



PEC’s matching and incentive costs, which were met and will be met with shares released from the suspense account, totaled 
approximately $11 million, $12 million and $ 1 1  million for the years ended December 31, 2005, 2004 and 2003, respectively. 
Matching and incentive costs totaled approximately $17 million, $18 million and $16 million for the years ended December 3 1, 2005, 
2004 and 2003, respectively. 

PEF’s matching and incentive costs, which were met and will be met with shares released fiom the suspense account, totaled 
approximately $4 million, $5 million and $4 million for the years ended December 3 1, 2005, 2004 and 2003, respectively. Matching 
and incentive costs totaled approximately $6 million, $7 million and $10 million for the years ended December 31, 2005, 2004 and 
2003, respectively. 

NE WACCOUNTING FOR STOCK-BASED COMPENSATION 

In December 2004, the FASB issued SFAS No. 123R, which revises SFAS No. 123, “Accounting for Stock-Based Compensation,” 
and supersedes Accounting Principles Board Opinion No. 25, “Accounting for Stock Issued to Employees” (APB Opinion No. 25). 
The key requirement of SFAS No. 123R is that the cost of stock-based awards 
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to employees will be measured based on an award's fair value at the grant date, with such cost to be amortized over the appropriate 
service period, net of estimated forfeitures. Previously, entities could elect to continue accounting for such awards at their grant date 
intrinsic value under APB Opinion No. 25, and we made that election. The intrinsic value method resulted in our recording no 
compensation expense for stock options granted to employees. Also, as previously allowed, we recognized the expense effects of 
forfeitures as they occurred. SFAS No. 123R also changes prospectively the presentation of certain stock-based compensation excess 
income tax benefits in the statement of cash flows, with such excess tax benefits shown as financing cash inflows rather than operating 
cash inflows. 

We adopted SFAS No. 123R as of July 1, 2005, using the required modified prospective method, Under that method, we will record 
compensation expense under SFAS No. 123R for all awards granted after July 1, 2005, and will record compensation expense (as 
previous awards continue to vest) for the unvested portion of previously granted awards that were outstanding at July 1, 2005. For 
awards with graded-vesting features, we will recognize expense using the grading-vesting method alternative in SFAS No. 123R. As a 
result of the adoption of SFAS No. 123R, on a prospective basis, we will not show unearned restricted shares as a negative component 
of c o m o n  stock equity; rather, such amounts will be included in the determination of common stock presented in the Consolidated 
Balance Sheets. In addition, on a prospective basis, for new awards that effectively vest upon an employee's retirement eligibility, we 
will recognize expense over a vesting period based on the effective vesting date. Previously, we recognized expense over a vesting 
period based on the stated vesting date. 

Progress EnerRy 

Adoption of SFAS No. 123R resulted in our recognizing approximately $3 million of pre-tax expense for stock options during the year 
ended December 3 1,2005, which would not have been recognized under the prior accounting treatment. We curtailed our stock option 
program in 2004 and replaced that compensation program with other programs. Therefore, the amount of stock option expense 
recorded in 2005 is below the amount that would have been recorded if the stock option program had continued. Additionally, we 
recognized a cumulative pre-tax benefit from the accounting change of approximately $1 million, which reflects the cumulative 
impact of estimating forfeitures in the determination of period expense for other stock-based Compensation plans, rather than 
recording the effect of forfeitures as they occur. As a result of the adoption of SFAS No. 123R, on a prospective basis we will not 
show unearned restricted shares as a negative component of common stock equity; rather, such amounts will be included in the 
determination of common stock presented in the Consolidated Balance Sheets. The adoption of SFAS No. 123R did not have a 
material impact on our income, earnings per share or our presentation of cash flows for the year ended December 3 I ,  2005. 

PEC 

PEC participates in the Progress Energy stock option and other stock-based compensation plans and its adoption of SFAS No. 123R 
resulted in the recognition of approximately $1 million of pre-tax expense for stock options for the year ended December 31, 2005, 
which would not have been recognized under the prior accounting treatment, Additionally, PEC recognized an immaterial amount of 
cumulative pre-tax benefit from the accounting change which reflects the cumulative impact of estimating forfeitures in the 
determination of period expense for other stock-based compensation plans, rather than recording the effect of forfeitures as they occur. 
The adoption of SFAS No. 123R did not have a materia1 impact on PEC's income or PEC's presentation of cash flows for the year 
ended December 3 I, 2005. 

PEF participates in the Progress Energy stock option and other stock-based compensation plans and its adoption of SFAS No. 123R 
resulted in the recognition of approximately $1 million of pre-tax expense for stock options for the year ended December 3 1, 2005, 
which would not have been recognized under the prior accounting treatment. Additionally, PEF recognized an immaterial amount of 
cumulative pre-tax benefit from the accounting change which reflects the cumulative impact of estimating forfeitures in the 
determination of period expense for other stock-based compensation plans, rather than recording the effect of forfeitures as they occm. 
The adoption of SFAS No. 123R did not have a material impact on PEF's income or PEF's presentation of cash flows for the year 
ended December 3 1,2005. 
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STOCK OPTIONS 

Pursuant to our 1997 Equity Incentive Plan and 2002 Equity Incentive Plan, amended and restated as of July 10,2002, we may grant 
options to purchase shares of Progress Energy c o m o n  stock to directors, officers and eligible employees for up to 5 million and 15 
million shares, respectively. Generally, options granted to employees vest one-thlrd per year with 100 percent vesting at the end of 
year three, while options granted to directors vest 100 percent at the end of one year. The options expire 10 years from the date of 
grant. All option grants have an exercise price equal to the fair market value of our c o m o n  stock on the grant date. As noted above, 
we have ceased granting stock options. An immaterial number of stock options were granted in 2004 and no stock options have been 
granted in 2005. We issue new shares of c o m o n  stock to satisfy the exercise of previously issued stock options. 

Progress Energy 

A summary of the status of our stock options at December 3 1,2005, and changes during the year then ended, is presented below: 

Number of Weighted-Average 
(oution auantities in millions) Options Exercise Price 
X I  

Options outstanding, January 1 7.4 $43 -57 
Granted 
Forfeited (0.1 ) $44.12 
Canceled $43.75 

The options outstanding at December 31, 2005, had a weighted-average remaining contractual life of 6.6 years and an aggregate 
intrinsic value of $ 5  million. The options exercisable at December 31, 2005, had a weighted-average remaining contractual life of 6.4 
years and an aggregate intrinsic value of $5 million. 

The total intrinsic value of options exercised during the year ended December 31, 2004, was $1 million. Total intrinsic value of 
options exercised during the years ended December 3 1, 2005 and 2003, was less than $1 million in each year. 

Compensation cost, for pro fonna purposes prior to the adoption of SFAS No. 123R and for expense purposes subsequent to the 
adoption, is measured at the grant date based on the fair value of the award and is recognized over the vesting period. The fair value 
for these options was estimated at the date of grant using a Black-Scholes option pricing model with the following weighted-average 
as sump tions : 

~. ~~ ~ 

2004 2003 

5.19% 4.75% 

Weighted-average expected life of the options (in years) 10 10 

Dividend yield and the volatility factor were calculated using three years of historical trend information. The expected term was based 
on the contractuaf life of the options. 

Stock option expense totaling $3 million was recognized in income during the year ended December 31, 2005, with a recognized tax 
benefit of $1 million. No compensation cost related to stock options was capitalized during the year. 
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As previously indicated, we did not record stock option expense prior to the adoption of SFAS No. 123R as of July 1, 2005. The 
following table illustrates the effect on our net income and earnings per share if the fair value method had been applied to all 
outstanding and nonvested awards in each period: 

Deduct: Total stock option expense determined under 
fair value 

Earnings per share 

Basic - mo forma 2.81 3.09 3.25 
1 

ed - as reported 
Diluted - pro forma 2.81 3.08 3.24 

At December 3 I ,  2005, there was $2 million of total unrecognized compensation cost related to nonvested stock options that will be 
recognized over one year. 

Cash received from the exercise of stock options totaled $8 million, $18 million and $4 million, respectively, during the years ended 
December 31, 2005, 2004 and 2003. The actual tax benefit for tax deductions from stock option exercises for the years ended 
December 3 1,2005,2004 and 2003 was not significant. 

Stock option expense totaling $1 million was recognized in income during the year ended December 3 1, 2005, with a recognized tax 
benefit of less than $1 million. No compensation cost related to stock options was capitalized during the year. At December 3 1, 2005, 
there was $1 million of total unrecognized compensation cost related to nonvested stock options which will be recognized over one 
year. 

As previously indicated, we did not record stock option expense prior to the adoption of SFAS No. 123R as of July 1, 2005. The 
following table illustrates the effect on our net income if the fair value method had been applied to all outstanding and nonvested 
awards in each period: 

Deduct: Total stock option expense determined under fair value method for 

Stock option expense totaling $1 million was recognized in income during the year ended December 31,2005, with a recognized tax 
benefit of less than $ 1  million. No compensation cost related to stock options was capitalized during the year. At December 3 1, 2005, 
there was less than $1 million of total unrecognized compensation cost related to nonvested stock options which will be recognized 
over one year. 
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As previously indicated, we did not record stock option expense prior to the adoption of SFAS No. 123R as of July 1, 2005. The 
following table illustrates the effect on our net income if the fair value method had been applied to all outstanding and nonvested 
awards in each period: 

(in millions) 2005 2004 2003 

Deduct: Total stock option expense determined under fair value method 
for all awards, net of related tax effects 1 2 2 

OTHER STOCK-BASED COMPENSATION PLANS 

We have additional compensation plans for our officers and key employees 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 (RSA) 
program, both of which were established pursuant to our 1997 Equity Incentive Plan and were continued under our 2002 Equity 
Incentive Plan, as amended and restated as of July 10, 2002. 

We granted cash-settled PSSP awards prior to 2005. Beginning in 2005, we are granting stock-settled PSSP awards. Under the t e m  
of the cash-settled PSSP, our oEcers and key employees are granted a target number of performance shares on an annual basis 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 Progress Energy c o m o n  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 our results as compared to a peer group of utilities. The 
outcome of the performance measures can result in an increase or decrease from the target number of performance shares granted. 
Compensation expense is recognized over the vesting period based on the estimated fair value of the award, which is periodically 
updated based on expected ultimate cash payout, and is reduced by estimated forfeitures. The stock-settled PSSP is similar to the cash- 
settled PSSP, except that we distribute c o m o n  stock shares to participants equivalent to the number of performance shares that 
ultimately vest. Also, the fair value of the stock-settled award is generally established at the grant date based on the fair value of 
common stock on that date, with certain subsequent adjustments related to our results as compared to the peer group of utilities. PSSP 
cash-settled liabilities totaling $ 5  million, $7 million and $6 million were paid in the years ended December 31, 2005, 2004 and 2003, 
respectively. In 2005, we granted 5403 88 stock-settled performance shares having a weighted-average grant date fair value o f  $44.24, 
with no forfeitures as of December 3 1,2005. 

The RSA program allows us to grant shares of restricted common stock to our officers and key employees. The restricted shares 
generally vest on a graded vesting schedule over a minimum of three years. Compensation expense, which is based on the fair value of 
common stock at the grant date, is recognized over the applicable vesting period, with corresponding increases in common stock 
equity. Restricted shares are not included as shares outstanding in the basic earnings per share calculation until the shares are no 
longer forfeitable. A summary of the status of the nonvested restricted stock shares at December 3 1 , 2005, and changes during the year 
then ended, is presented below: 

Weighted-Average 
Number of Grant Date Fair 

Restricted Shares Value 

Granted 192,800 42.56 
Vested (1493934) 38.75 
Forfeited 

The weighted-average grant date fair value of restricted stock granted during the years ended December 31, 2004 and 2003, was 
$46.95 and $39.53, respectively. 
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The total fair value of restricted stock vested during the years ended December 3 1, 2005, 2004 and 2003 was $7 million, $16 milhon 
and $6 million, respectively. Cash expended to purchase shares for the restricted stock program totaled $8 million, $7 million and $7 
million during the years ended December 3 1,2005,2004 and 2003, respectively. 

Our Consolidated Statements of Income included total recognized expense for other stock-based compensation plans of $10 million 
for the year ended December 3 1, 2005, with a recognized tax benefit of $4 million. The total expense recognized on our Consolidated 
Statements of Income for other stock-based compensation plans was $10 million for the year ended December 31, 2004, with a 
recognized tax benefit of $4 million. The total expense recognized on our Consolidated Statements of Income for other stock-based 
compensation plans was $27 million for the year ended December 31, 2003, with a recognized tax benefit of $10 million. No 
compensation cost related to other stock-based compensation plans was capitalized. 

At December 31, 2005, there was $34 million of total unrecognized compensation cost related to nonvested other stock-based 
compensation plan awards, which is expected to be recognized over a weighted-average period of 2.2 years. 

PEC 

Our Consolidated Statements of Income included total recognized expense for other stock-based compensation plans of $7 million for 
the year ended December 31, 2005, with a recognized tax benefit of $3 million. The total expense recognized on our Consolidated 
Statements of Income for other stock-based compensation plans was $7 million for the year ended December 31, 2004, with a 
recognized tax benefit of $3 million. The total expense recognized on OUT Consolidated Statements of Income for other stock-based 
compensation plans was $15 million for the year ended December 31, 2003, with a recognized tax benefit of $6 million. No 
cornpensation cost related to other stock-based compensation plans was capitalized. 

_I PEF 

Our Statements of Income included total recognized expense for other stock-based compensation plans of $3 million for the year 
ended December 3 1,2005, with a recognized tax benefit of $1 million. The total expense recognized on our Statements of Income for 
other stock-based compensation plans was $2 million for the year ended December 31, 2004, with a recogmzed tax benefit of $1 
million. The total expense recognized on our Statements of Income for other stock-based compensation plans was $7 million for the 
year ended December 31, 2003, with a recognized tax benefit of $3 million. No compensation cost related to other stock-based 
compensation plans was capitalized. 

C. Earnings Per Common Share 

Basic earnings per common share is based on the weighted-average number of common shares outstanding. Diluted earnings per share 
includes the effect of the nonvested portion of restricted stock awards and the effect of stock options outstanding. 

A reconciliation of the weighted-average number of common shares outstanding for the years ended December 31 for basic and 
dilutive purposes follows: 

(in millions’l 2005 2004 2003 

Restricted stock awards .3 .8 1 .o 

Weighted-average shares - fully diluted 247.0 243.1 23 8.2 

There are no adjustments to net income or to income from continuing operations between the calculations of basic and fully diluted 
earnings per common share. 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. The weighted-average shares totaled 3.0 million, 3.6 million and 4.1 
million €or the years ended December 3 1,2005, 
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2004 and 2003, respectively. There were 2.9 million, 3.0 million and 5.3 million stock options outstanding at December 31, 2005, 
2004 and 2003, respectively, which were not included in the weighted-average number of shares for computing the hlly diluted 
earnings per share because they were antidilutive. 

D. Accumulated Other Comprehensive Loss 

Components of accumulated other comprehensive loss, net of tax, at December 3 1 were as follows: 

Progress Energy PEC 
(in millions) 2005 2004 2005 2004 

Total accumulated other comprehensive loss $ (104) $ (164) $ (120) $ (114) 

11- PREFERRED STOCK OF SUBSIDWES - NOT SUBJECT TO MANDATORY REDEMPTION 

All of our preferred stock was issued by our subsidiaries and was not subject to mandatory redemption. At December 3 I, 2005 and 
2004, preferred stock outstanding consisted of the following: 

(Dollars in millions, except share and per share Shares 

Total preferred stock of subsidiaries $93 



12. DEBT AND CREDIT FACILITIES 

A. Debt and Credit Facilities 

At December 3 1 our long-term debt consisted of the following (maturities and weighted-average interest rates at December 3 1, 2005): 

(in millions) 2005 2004 

Draws on revolving credit agreement, expiring 2009 160 - .  - 
Unamortized fair vilue hedge gain, net (3) 12 
Unamortized Dremium and discount. net (191 (23) 

I , ,  
Current portion of long-term debt ( io4 j  
Long-term debt, net 3,874 4,449 

PEC 
First mortgage bonds, Maturing 2006-2033 5.76% 2,200 1,600 
Pollution control obligations, maturing 20 1 7-2024 3.21% 669 669 
Unsecured notes, maturing 20 12 6.50% 500 500 
Medium-term notes, maturing 2008 6.45% 300 3 00 
Miscellaneous notes 22 
Unamortized premium and discount, net (24) (19) 
Current portion of long-term debt (300) 
Lone-term debt. net 3.667 2,750 

DEE I L I  

First mortgage bonds, mawing 2008-2033 5.39% 1,630 1,330 
Pollution control obligations, maturing 20 18-2027 3.07% 241 24 1 

Medium-term notes. maturing 2006-2028 6.77% 289 337 
Y 

Draws on revolving credir agreement, expiring 2006 
Unamortized premium and discount, net (8) (3) 

Long-term debt, net 2,554 1,912 

55 

Current portion of long-term debt (48) (48) 

Florida Progress Funding Comoration (See Note 24) 

Unamortized Dremium and discount. net 
1 

Long-term debt, net 270 270 

Progress Capital Holdings, Inc. 

Miscellaneous notes 2 1 
Current portion of long-term debt (61) (1) 
Lone-term debt. net 81 140 

u 

Progress Energy consolidated long-term debt, net $10,446 $9,521 

At December 31, 2005, we had committed lines of credit used to support our commercial paper borrowings. At December 31, 2005, 
we had no outstanding borrowings under our credit facilities. For 2004, outstanding borrowings under Progress Energy, Inc.'s 3 64-day 
credit facility are included in short-term obligations. Outstanding borrowings under all other credit facilities are included in long-term 
debt in 2004. At December 3 1, 2004, we had $260 million outstanding under OUT credit facilities classified as short-term obligations at 
a weighted-average interest rate of 3.18%. We are required to pay minimal annual commitment fees to maintain our credit facilities. 
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The following table summarizes our revolving credit agreements (RCAs) and available capacity at December 3 1,2005 : 

(in millions) Description Total Outstanding Reserved(a) Available 

PEC Five -year (expiring 450 (73) 377 
6//28/101 ~ I 

PEF Five-year (expiring 450 (102) 348 
3/28/10) 

Total credit facilities $2.030 $ -  $ (325) $ 1.705 

(a) To the extent amounts are resewed for commercial paper outstanding, they are not available for additionat borrowings. In 
addition, at December 31, 2005 and 2004, Progress Energy, Inc. had a total amount of $150 million reserved for backing of 
letters of credit. At December 3 1, 2005, the actual amount of letters of credit issued was $33 million. 

In addition to the committed RCAs at December 31,2005, we had an $800 million 364-day credit agreement, which was restricted for 
the retirement of $800 million of 6.75% Senior Notes due March 1, 2006, On March 1, 2006, Progress Energy, Inc. retired $800 
million of its 6.75% Senior Notes, thus effectively terminating the 364-day credit agreement. 

The following table summarizes our outstanding commercial paper and other short-term debt classified as short-term obligations and 
related weighted-average interest rates at December 3 1, 2005 and 2004: 

(in millions) 2005 2004 

PEC 4.65% 73 2.77% 13 1 

Progress Energy, consolidated 4.71 % S 175 2.77% $424 

The following table presents the aggregate maturities of long-term debt at December 3 1 , 2005: 

~ 

Progress 
(in Energy 
millions) Consolidated PEC PEF 

At December 31, 2005, we classified $397 million, related to the retirement of $800 million in Progress Energy, Inc. 6.75% Senior 
Notes on March 1, 2006, as long-term debt. Settlement of this obligation is not expected to require the use of working capital in 2006 
as we have the intent and ability to refinance th s  debt on a long-tenn basis. 

On January 13, 2006, Progress Energy, Inc. issued $300 million of 5.625% Senior Notes due 2016 and $100 million of Series A 
Floating Rate Senior Notes due 2010, receiving net proceeds of $397 million, These senior notes are unsecured. Interest on the 
Floating Rate Senior Notes will be based on three-month LlBOR plus 45 basis points and will be reset quarterly. We used the net 
proceeds from the sale of these senior notes and a combination of available cash and commercial paper proceeds to retire the $800 
million aggregate principal amount of our 6.75% Senior Notes on March 1, 2006. Pending the application of the proceeds described 
above, we invested the net proceeds in short-term, interest-bearing, investment-grade securities. 
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B, Covenants and Default Provisions 

FINANCIAL CO YENANTS 

Progress Energy, Inc.'s, PEC's and PEF's credit lines contain various terms and conditions that could affect the ability to borrow under 
these facilities. These include maximum debt to total capital ratios (leverage), a minimum interest coverage ratio, material adverse 
change clauses and cross-default provisions. 

All of the credit facilities include a defined maximum total debt to total capital ratio. At December 3 1, 2005, the maximum and 
calculated ratios for the Progress Registrants, pursuant to the terms of the agreements, were as follows: 

Company Maximum Actual 
Ratio Ratio (a) 

PEC 65% 55.2% 

(a) Indebetedness as defined by the bank agreements incIudes certain letters of credit and guarantees that are not recorded on 
the Consolidated Balance Sheets. 

Progress Energy, 1nc.k five-year credit facility has a fmancial covenant for interest coverage. The covenant requires Progress Energy, 
Inc.'s earnings before interest, taxes, and depreciation and amortization to interest expense ratio to be at least 2.5 to 1. For the year 
ended December 3 1, 2005, the ratio was 3.9 to 1. 

MATERIAL ADVERSE CHANGE CLAUSE 

Pursuant to the terms of Progress Energy, Inc.'s five-year credit facility, even in the event of a material adverse change (MAC) in our 
financial condition, we may continue to borrow funds so long as the proceeds are used to repay maturing commercial paper balances. 
The other credit facilitiies of Progress Energy, Inc., PEC, and PEF do not include a provision under which lenders could refuse to 
advance funds in the event of a MAC. 

CROSS-DEFAULT PRO VISIONS 

Each of these credit agreements contains cross-default provisions for defaults of indebtedness in excess of the following thresholds: 
$50 million for Progress Energy, Inc. and $35 million each for PEC and PEF. Under these provisions, if the applicable borrower or 
certain subsidiaries of the borrower fail to pay various debt obligations in excess of their respective cross-default threshold, the lenders 
could accelerate payment of any outstanding borrowing and terminate their commitments to the credit facility. Progress Energy, 1nc.k 
cross-default provision applies only to Progress Energy, Inc. and its significant subsidiaries, as defined in the credit agreement, (ie-, 
PEC, Florida Progress, PEF, Progress Capital Holdings, Inc. and PVI). PEC's and PEF's cross-default provisions apply only to defaults 
of indebtedness by PEC and its subsidiaries and PEF, respectively, not other affiliates of PEC and PEF. 

Additionally, certain of Progress Energy, Inc.'s long-term debt indentures contain cross-default provisions for defaults of indebtedness 
in excess of amounts ranging from $25 million to $50 million; these provisions apply only to other obligations of Progress Energy, 
Inc,, primarily commercial paper issued by the Parent, not its subsidiaries. In the event that these indenture cross-default provisions 
are triggered, the debt holders could accelerate payment of approximately $4-3 billion in long-term debt. Certain agreements 
underlying our indebtedness also limit our ability to incur additional liens or engage in certain types of sale and leaseback transactions. 
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OTHER RESTRICTIONS 

Neither Progress Energy, Inc.'s Articles of Incorporation nor any of its debt obligations contain any restrictions on the payment of 
dividends. Certain documents restrict the payment of dividends by Progress Energy, Inc.'s subsidiaries as outlined below. 

PEC's mortgage indenture provides that, as long as any first mortgage bonds are outstanding, cash dividends and distributions on its 
common stock and purchases of its common stock are restricted to aggregate net income available for PEC since December 31, 1948, 
plus $3 million, less the amount of all preferred stock dividends and distributions, and all common stock purchases, since December 
3 1, 1948. At December 3 1,2005, none of PEC's retained earnings was restricted. 

In addition, PEC's Articles of Incorporation provide that cash dividends on common stock shall be limited to 75 percent of net income 
available for dividends if common stock equity falls below 25 percent of total capitalization, and to 50 percent if common stock equity 
falls below 20 percent. At December 3 1, 2005, PEC's common stock equity was approximately 45.6 percent of total capitalization. 

PEF's mortgage indenture provides that it will not pay any cash dividends upon its common stock, or make any other distribution to 
the stockholders, except a payment or distribution out of net income of PEF subsequent to December 3 1, 1943. At December 3 1,2005, 
none of PEF's retained earnings was restricted. 

In addition, PEF's Articles of Incorporation provide that no cash dividends or distributions on common stock shall be paid, if the 
aggregate amount thereof since April 30, 1944, including the amount then proposed to be expended, plus all other charges to retained 
earnings since April 30, 1944, exceed all credits to retained earnings since April 30, 1944, plus all amounts credited to capital surplus 
after April 30, 1944, arising from the donation to PEF of cash or securities or transfers of amounts from retained earnings to capital 
surplus. At December 3 1, 2005, none of PEF's cash dividends or distributions on common stock was restricted. 

PEF's Articles of Incorporation also provide that cash dividends on common stock shall be limited to 75 percent of net income 
available for dividends if common stock equity falls below 25 percent of total capitalization, and to 50 percent if common stock equity 
falls below 20 percent. On December 3 1, 2005, PEF's common stock equity was approximately 50.1 percent of total capitalization. 

C. Collateralized Obligations 

PEC's and PEF's first mortgage bonds are collateralized by their respective mortgage indentures. Each mortgage constitutes a first lien 
on substantially all of the fixed properties of the respective company, subject to certain permitted encumbrances and exceptions. Each 
mortgage also constitutes a lien on subsequently acquired property. At December 3 1,2005, PEC and PEF had a total of approximately 
$2.869 billion and $1 -87 1 billion, respectively, of first mortgage bonds outstanding, including those related to pollution control 
obligations. Each mortgage allows the issuance of additional mortgage bonds upon the satisfaction of certain conditions. 

D. Guarantees of Subsidiary Debt 

See Note 19 on related party transactions fur a discussion of obligations guaranteed or secured by affiliates. 

E. Hedging Activities 

We use interest rate derivatives to adjust the fixed and variable rate components of our debt portfolio and to hedge cash flow risk 
related to commercial paper and fixed-rate debt to be issued in the &tare. See discussion of risk management activities and derivative 
transactions at Note 18. 
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13. INVESTMENTS AND FAIR VALUE OF FINANCIAL INSTRUMENTS 

A. Invesixnents 

At December 3 1,  2005 and 2004, we had investments in various debt and equity securities, cost investments, company-owned life 
insurance and investments held in trust funds as follows: 

Energy PEC PEF 
(in millions) 2005 2004 2005 2004 2005 2004 _ _  _ _  \-- 

Nuclear decommissioning trust (See 
Note 5D) $1,133 $ 1,044 $640 $581 $493 $463 
Investments in equity securities (a) 7 3 6 3 1 - 

$951 $776 $533 $497 Total $1,601 $ 1,390 

(a) Certain investments in equity securities that have readily determinable market values, and for which we do not have control, 
are accounted for as available-for-sale securities at fair value in accordance with SFAS No. 115 (See Note 1). These investments 
are included in miscellaneous other property and investments in the Consolidated Balance Sheets. 

(b) Investments in unconsolidated companies are included in the Consolidated Balance Sheets in miscellaneous other property and 
investments using the equity method of accounting (See Note 1). These investments are primarily in limited liability corporations 
and limited partnerships, and the earnings from these investments are recorded on a pre-tax basis (See Note 2 1). 

(c) Investments stated principally at cost are included in miscellaneous other property and investments in the Consolidated Balance 
Sheets. 

(d) Investments in company-owned life insurance and other benefit plan assets are included in miscellaneous other property and 
investments in the Consolidated Balance Sheets and approximate fair value due to the short mtwity of the instruments. 

(e) PEC actively invests available cash balances in various financial instruments, such as tax-exempt debt securities that have stated 
maturities of 20 years or more. These instruments provide for a high degree of liquidity through arrangements with banks that 
provide daily and weekly liquidity and 7-, 28- and 35-day auctions that allow for the redemption of the investment at its face 
amount plus earned income. As PEC intends to sell these instruments within one year or less, generally within 30 days, from the 
balance sheet date, they are classified as short-term investments. 

B. Fair Value of Financial Instruments 

Progress Enerpy 

DEBT 

The canying amount of our long-term debt, including current maturities, was $10.959 billion and $9.870 billion at December 3 1,2005 
and 2004, respectively. The estimated fair value of this debt, as obtained from quoted market prices for the same or similar issues, was 
$1 1.49 I billion and $10.843 billion at December 3 1, 2005 and 2004, respectively. 
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INVESTMENTS 

Certain investments in debt and equity securities that have readily determinable market values, and for which we do not have control, 
are accounted for as available-for-sale securities at fair value in accordance with SFAS No. 115. These investments include 
investments held in trust funds, pursuant to NRC requirements, to fund certain costs of decommissioning nuclear plants (See Note 
5D). These nuclear decommissioning trust funds are primarily invested in stocks, bonds and cash equivalents that are classified as 
available-for-sale. Nuclear decommissioning trust funds are presented on the Consolidated Balance Sheets at amounts that 
approximate fair value. Fair value is obtained from quoted market prices for the same or similar investments. In addition to the nuclear 
decommissioning trust funds, we hold other debt and equity investments classified as available-for-sale in miscellaneous other 
property and investments on the Consolidated Balance Sheets at amounts that approximate fair value. Our available-for-sale securities 
at December 3 1, 2005 and 2004 are summarized below, Net nuclear decommissioning trust fmd unrealized gains are included in 
regulatory liabilities (See Note 7A). 

~ 

2005 
Estimated 

Boo kunrealized Unrealized Fair 
(in millions) Value Gains Losses Value 
\ 

Equity 
securities $ 411 $257 $ 5 $ 663 
Debt 
securities 680 7 7 680 

Total S 1.109 S 264 $12 $1.361 

2004 
Book Unrealized Unrealized Estimated 

(in millions) Value Gains Losses Fair Value 

Debt 
securities 53 8 12 2 548 

Total $ 942 $231  $ a 1.165 

At December 3 1, 2005, the fair value of available-for-sale debt securities by contractual maturity was (in millions): 

Due after one through five 138 

Due after 10 vears 376 
Total $680 

Selected information about our sales of available-for-sale securities during the years ended December 3 1 is presented below. Realized 
gains and losses were determined on a specific identification basis. 

(in millions) 2005 2004 2003 
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The following table presents the fair value and gross unrealized losses of our available-for-sale securities at December 3 1 aggregated 
by the length of time the securities have been in a continuous loss position. 

zoos 12 Months or Less Greater than 12 Months Total 
Fair Value Unrealized Fair Value Unrealized Fair Unrealized 

(in millions) Losses Losses Value Losses 

Total $1,324 $ 1 0  $ 3 7  $ 2  $1,361 $12  

12 Months or Less Greater than 12 Total 
2004 Months 

Fair Value Unrealized Fair Value Unrealized Fair Value Unrealized 
(in millions) Losses Losses Losses , -  ~ / 

Equity securities $587 $ 3  $ 13 $ 3  $600 $ 6  
Debt securities 546 2 2 548 2 ~. .. 

Cash equivalents 17 17 
Total $ 1,150 $ 5  $ 1 5  $ 3  $ 1,165 $ 8  

PEC 

DEBT 

The carrying amount of PEC's long-term debt, including current maturities, was $3.667 billion and $3.050 billion at December 31, 
2005 and 2004, respectively. The estimated fair value of this debt, as obtained from quoted market prices for the same or similar 
issues, was $3.789 billion and $3.307 billion at December 31, 2005 and 2004, respectively. 

INVESTMENTS 

External trust funds have been established to fund certain costs of nuclear decommissioning (See Note 5D). These nuclear 
decommissioning trust funds are invested in stocks, bonds and cash equivalents and are classified as available-for-sale. Nuclear 
decommissioning trust funds are presented at amounts that approximate fair value. Fair value is obtained fiom quoted market prices 
for the same or similar investments. In addition to the nuclear decommissioning trust fund, PEC holds other debt and equity 
investments classified as available-for-sale in miscellaneous other property and investments on the Consolidated Balance Sheets at 
amounts that approximate fair value. PEC's available-for-sale securities at December 3 I, 2005 and 2004 are summarized below. Net 
nuclear decommissioning trust fund unrealized gains are included in regulatory liabilities (See Note 7A). 
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~ ~ 

2005 
Bookunrealized Unrealized Fair 

(in millionsl Value Gains Losses Value 
Equity 
securities $222 $141 $ 4  $359 
Debt 
securities 465 4 4 465 

Total $697 $145 % 8  $834 

Estimated 
2004 Book Unrealized Unrealized Fair 
(in millions) Value Gains Losses Value 

Debt 
securities 319 7 1 325 
Cash 
equivalents 12 12 
Total $3 539 $ 130 $ 6  $663 

At December 3 I, 2005, the fair value of available-for-sale debt securities by contractual maturity was (in millions): 

Due in one year or less $ 4  
Due after one through 78 
five years 

Due after 10 years 303 
5 

Selected information about PEC's sales of available-for-sale securities during the years ended December 3 1 is presented below. 
Realized gains and losses were determined on a specific identification basis. 

(in millions) 2005 2004 2003 

Realized gains 13 24 10 

The following table presents the fair value and gross unrealized losses of PEC's available-for-sale securities at December 31 
aggregated by the length of time the securities have been in a continuous loss position. 

Greater Than 12 
2005 12 Months Or Less Months Total 

(in millions) 
Unrealized Unr eaiized Unrealized 

Fair Value Losses Fair Value Losses Fair Value Losses 
\ I 

Equity securities $ 349 $ 2  $ 10 $ 2  $ 359 $ 4  
Debt securities 451 4 14 465 4 

Total $ 810 $ 6  $ 24 $ 2  $ 834 $ 8  

2004 12 Months Or Less Greater Than 12 Months Total 
Unrealized Unrealized Unrealized 

(in millions) Fair Value Losses Fair value Losses Fair Value Losses 



Total $ 650 $ 3  $ 13 $ 3  $ 663 $ 6  
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DEBT 

The carrylng amount of PEE% long-term debt, including current maturities, was $2.602 billion and $1.960 billion at December 3 1, 
2005 and 2004, respectively. The estimated fair value of tlm debt, as obtained from quoted market prices for the same or similar 
issues, was $2.635 billion and $2.080 billion at December 3 1, 2005 and 2004, respectively. 

INVESTMENTS 

External trust funds have been established to fund certain costs of nuclear decommissioning (See Note 5D). These nuclear 
decommissioning trust h d s  are invested in stocks, bonds and cash equivalents and are classified as available-for-sale. Nuclear 
decommissioning trust funds are presented on the Balance Sheets at amounts that approximate fair value. Fair value is obtained from 
quoted market prices for the same or similar investments. PEF's available-for-sale securities at December 31, 2005 and 2004 are 
summarized below. Net nuclear decommissioning trust fund unrealized gains are included in regulatory liabilities (See Note 7A). 

~~ ~ 

2005 
Book Unrealized Unreaiized Fair 

tin millions) Value Gains Losses Value 
\ 

Equity 
securities $189 $116 $ 1  $304 
Debt 
securities 182 3 2 183 

Total $376 $114  $ 3  $492 

2004 Estimated 
Book Unrealized Unrealized Fair 

Debt 
securities 183 5 1 187 

Total $367 $101 $ 2  $466 

At December 3 1 , 2005, the fair value of available-for-sale debt securities by contractual maturity was (in millions): 

Due in one year or less $ 3 
Due after one through 53 
five years 
Due gfter five through 54 
10 years 
Due after 10 vears 73 
Total $ 1 8 3  

Selected information about PEF's sales of available-for-sale securities for the years ended December 3 1 is presented below. Realized 
gains and losses were determined on a specific identification basis. 

(in millions) 2005 2004 2003 

Realized gains 13 30 10 
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The following table presents the fair value arid gross unrealized losses of PEF's available-for-sale securities at December 31 
aggregated by the length of time the securities have been in a continuous loss position. 

12 Months Or Less Greater Than 12 - Total 
2005 Months 

Fair Unrealized Fair Value Unrealized Fair Unrealized 

Total $482 $ 3  $ l o  $ -  $492 $ 3  

12 Months Or Less Greater Than 12 - To 

Fair Unrealized Unrealized 
2004 Months tal 

Value Unrealized Fair Value Losses Fair ValueLosses 
(in millions) tosses 
\--- - - I  

$ $ 1  $ 2  $ -  $274 $ 1  
Equity securities 272 
Debt securities 187 1 187 1 

$ 2  $ 2  $ -  $466 $ 2  
Total 464 



14. INCOME TAXES 

We provide deferred income taxes for temporary differences. These occw when there are differences between book and tax carrying 
amounts of assets and liabilities. Investment tax credits related to regulated operations have been deferred and are being amortized 
over the estimated service life of the related properties. To the extent that the establishment of deferred income taxes under SFAS No. 
109 is different fiom the recovery of taxes by the Utilities through the ratemaking process, the differences are deferred pursuant to 
SFAS No. 71. A regulatory asset or liability has been recopzed for the impact of tax expenses or benefits that are recovered or 
refunded in different periods by the Utilities pursuant to rate orders. 

Progress Energy 

Accumulated deferred income tax assets (liabilities) at December 3 1 were: 

2005 2004 

Environmental remediation liability 21 21 

Other 112 128 

Income taxes recoverable through future rates 

Prepaid pension costs (16) 

The above amounts were classified in the Consolidated Balance Sheets as follows: 

(in millions) 2005 2004 
\ 

Noncurrent deferred income tax assets, included in other 
assets and deferred debits 30 14 
Current deferred income tax liabilities, included in other 
current liabilities (1) - 
Noncurrent deferred income tax liabilities, included in 
noncurrent income tax liabilities (1 63) (543) 
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Total noncurrent income tax liabilities on the Consolidated Balance Sheets at December 3 1, 2005 and 2004 include $1 15 million and 
$105 million, respectively, related to probable tax liabilities on which we accrue interest that would be payable with the related tax 
amount in future years. 

At December 3 I ,  2005, the federal income tax credit carry forward includes $925 million of alternative minimum tax credits that do 
not expire and $32 million of general business credits that will expire during the period 2022 through 2025. The alternative minimum 
tax credit carry forward at December 3 1, 2005, includes $3 million that would be limited if a change in ownership were to occur with 
respect to certain indirect wholly owned subsidiary companies. 

At December 31, 2005, we had gross state net operating loss carry forwards of $901 million that will expire during the period 2009 
through 2024. 

Valuation allowances have been established due to the uncertainty of realizing certain future state tax benefits. We established 
additional valuation allowances of $14 million during 2005. We believe it is more likely than not that the results of hture operations 
will generate sufficient taxable income to allow for the utilization of the remaining deferred tax assets. 

We establish accruals for certain tax contingencies when, despite our belief that our tax retum positions are fully supported, we 
believe that certain positions may be challenged and that it is probable our positions may not be fully sustained. We are under 
continuous examination by the IRS and other tax authorities and we account for potential losses of tax benefits in accordance with 
SFAS No. 5 .  At December 31, 2005 and 2004, we had recorded $60 million of tax contingency reserves, excluding accrued interest 
and penalties, which were included in other current liabilities on the ConsoIidated Balance Sheets. 

Considering all tax contingency reserves, we do not expect the resolution of these matters to have a material impact on our financial 
position of result of operations. The tax contingency reserves relate primarily to capitalization and basis issues. 

Reconciliations of our effective income tax rate to the statutory federal income tax rate for the years ended December 3 1 follow: 

2005 2004 2003 

Federal tax credits 43.6 26.7 50.6 

Emtllovee stock ownershin alan dividends 1.9 1.8 2.1 r - - J  - -  - - 1 1  

Domestic manufacturing deduction 1.3 

Statutory federal income tax rate 35.0% 35.0% 35.0% 
Other differences, net (1.7) (0.2) (0.1) 

Our effective income tax rate is favorably impacted by federal tax credits resulting from synthetic fuel production. 
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Income tax expense (benefit) applicable to continuing operations for the years ended December 3 1 was comprised of: 

75 72 57 

Total income tax expense (benefit) $ (45) $ 106 $( 113) 

Total income tax expense (benefit) applicable to continuing operations excluded the following: 

0r~r~0Less than $1 million of deferred tax expense and $16 million of deferred tax benefit related to the cumulative effect of changes 
Din accounting principle recorded net of tax during 2005 and 2003, respectively. There was no cumulative effect of changes in 

accounting principle recorded during 2004. 

ann Taxes related to discontinued operations recorded net of tax for 2005, 2004 and 2003, which are presented separately in Notes 
nn3A and 3B. 

+jnnTaxes related to other comprehensive income recorded net of tax for 2005,2004 and 2003, which are presented separately in the 
0 Consolidated Statements of Comprehensive Income I 

ann Current tax benefit of $2 million related to excess tax deductions resulting from vesting of restricted stock and exercises of 
nunonqualified stock options, which was recorded in common stock during 2005. Less than $1 million was recorded in common 

stock for excess tax deductions during 2004. There was no amount recorded in common stock for excess tax deductions during 
2003. 

Through our subsidiaries, we are a majority owner in five entities and a minority owner in one entity that owns facilities that produce 
synthetic fuel as defined under the Code. The production and sale of the synthetic fuel fiom these facilities qualifies for tax credits 
under Section 29/45K if certain requirements are satisfied (See Note 23D). 
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PEC 

Accumulated deferred income tax assets (liabilities) at December 3 1 were: 

(in millions) 2005 2004 
Deferred income tax assets: , 

Asset retirement obligation liability $ 131 $ 137 - " .  
Compensation accrqals 46 49 
Deferred revenue 55 

Postretirement and Dension benefits 155 136 
A _  

Other 49 80 
Federal income tax credit carry forward 20 20 

Deferred income tax liabilities: 
nd property cost differences (952) (1,037) 

Deferred fuel recovery 

Investments (611 (59') 
\ I  . . _  

Other (27) i 39 j  
Total deferred income tax liabilities (1.2361 (1.323) 
Total net deferred income tax liabilities $ (726) i &zj 

The above amounts were classified in the Consolidated Balance Sheets as follows: 

Current deferred income tax liabilities, included in other 
current liabilities (4) - 

. I  

Noncurrent deferred income tax liabilities, included in 
noncurrent income tax liabilities (722) (888) 
Total net deferred income tax liabilities $ (726) $ (852) 

Total noncurrent income tax liabilities on the Consolidated Balance Sheets at December 31, 2005 and 2004 include $92 million and 
$103 million, respectively, related to probable tax liabilities, on which PEC accrues interest that would be payable with the related tax 
amount in future years. 

At December 31, 2005, the federal income tax credit carry forward includes $20 million of general business credits that will expire 
during the period 2022 through 2025. 

At December 3 I ,  2005 and 2004, PEC had recorded $2 million and less than $ 1  million, respectively, of tax contingency reserves, 
excluding accrued interest and penalties, which were included in taxes accrued on the Consolidated Balance Sheets. 

Considering all tax contingency reserves, PEC does not expect the resolution of these matters to have a material impact on its financial 
position or result of operations. The tax contingency reserves relate primarily to capitalization and basis issues. 
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Reconciliations of PEC's effective income tax rate to the statutory federal income tax rate for the years ended December 3 1 follow: 

zoos 2004 2003 - -  -- 
Effective income tax rate I 32.7% 34.1% 32.3% 
State income taxes. net of federal benefit (2.1) 12.9) (1.9 

, I  , ,  

Investment tax credit amorthation 1.1 1.1 1.4 

Other differences. net (0.31 (0.3) 0.2 Other differences. net (0.31 (0.3) 0.2 
\ I  \ I  

Statutory federal income tax rate 35.0% 35.0% 35.0% 

Income tax expense (benefit) applicable to continuing operations for the years ended December 3 1 was comprised of: 

(in millions) 2005 2004 2003 
1- I 

Current - federal $ 343 $ 232 $ 283 
- state 45 33 37 

- state 121) (131 , ,  ~~ 

Investment tax credit (8) (7) (10) 
Total income tax expense $ 239 $ 239 $ 241 

Total income tax expense (benefit) applicable to continuing operations excluded the following: 

mOmLess than $1 million of deferred tax expense and $15 million of deferred tax benefit related to the cumulative effect of changes 
Oin accounting principle recorded net of tax during 2005 and 2003, respectively, There was no cumulative effect of changes in 

accounting principle recorded during 2004. 

a517 Taxes related to other comprehensive income recorded net of tax for 2005, 2004 and 2003, which are presented separately in the 
OConsolidated Statements of Comprehensive Income. 

 current tax benefit of $1 million related to excess tax deductions resulting from vesting of restricted stock and exercises of 
ponqualified stock options, which was recorded in common stuck during 2005. Less than $1 million was recorded in common 

stock for excess tax deductions during 2004. There was no amount recorded in cornmon stock for excess tax deductions during 
2003. 

PEC and each of its wholly owned subsidiaries have entered into the Tax Agreement with Progress Energy (See Note 1D). PEC's 
intercompany tax payable was approximately $74 million at December 3 1, 2005. PEC's intercompany tax receivable was 
approximately $62 million at December 3 1,2004. 
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PEF 

Accumulated deferred income tax assets (liabilities) at December 3 1 were: 

(in millions) 2005 2004 
Deferred income tax assets ~ 

Asset retirement obligation liabilitv $ 3  $ 32 
xes refundake through hime Tates 123 49 

Postretirement and Dension benefits 85 78 
Unbilled revenue 30 35 
Other 68 85 
Total deferred income tax assets 309 279 
Deferred income tax liabilities 

property cost differences 

Derivative instruments (451 
Income taxes recoverable through fiture rates (28j ( i i  j 
Investments 

Other (251 
Total deferred income tax liabilities (713) (724) 
Total net deferred income tax liabilities $ (404) $ (447) 

The above amounts were classified in the Balance Sheets as follows: 

(in millions) 2005 2004 

Noncurrent deferred income tax liabilities, included in 
noncurrent income tax liabilities (41 61 (4891 

\ - - /  _ _  - 
Total iiet deferred income tax liabilities $ (404) $ (447) 

Total noncurrent income tax liabilities on the Balance Sheets at December 31, 2005 and 2004, include $17 million and less than $1 
million, respectively, related to probable tax liabilities on which PEF accrues interest that would be payable with the related tax 
amount in future years. 

At December 3 1, 2005 and 2004, PEF had recorded $7 million of tax contingency reserves, excluding accrued interest and penalties, 
which were included in other current liabilities on the Balance Sheets. 

Considering all tax contingency reserves, PEF does not expect the resolution of these matters to have a material impact on its financial 
position or result of operations. The tax contingency reserves relate primarily to capitalization and basis issues. 
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Reconciliations of PEF's effective income tax rate to the statutory federal income tax rate for the years ended December 3 1 follow: 

2005 2004 2003 
Effective income tax rate 31.8% 34.2% 33.1% 
State income taxes, net of federal (3.3) (3.5) (3.5) 
benefit 
Investment tax credit amortization 1.4 1.2 1.4 
Domestic manufacturing deduction 0.9 

3.2 2.5 2.7 

Other differences. net 1 .o 0.6 1.3 
Statutory federal income tax rate 35.0% 35.0% 35.0% 

Income tax expense (benefit) applicable to continuing operations for the years ended December 3 1 was comprised of: 

(in millions) 2005 2004 2003 
\ 

Current - federal $146 $ 55 $ 145 
- state 25 9 27 
Deferred - federal (39) 98 (16) 
- state (61 18 (3) . ,  
Investment tax credit (5 )  (6 )  (6) 
Total income tax expense (benefit) $121 $ 174 $ 147 

Total income tax expense (benefit) applicable to continuing operations excluded the following: 

OD ULess than $I million of deferred tax expense related to the cumulative effect of changes in accounting principle recorded net of 
antax during 2005. There was no cumulative effect of changes in accounting principle recorded during 2004 or 2003. 

.a DTaxes related to other comprehensive income recorded net of tax for 2005, 2004 and 2003, which are presented separately in the 
nustatements of Comprehensive Income. 

OI-JJJL~SS than $1 million of current tax benefit related to excess tax deductions resulting from vesting of restricted stock and 
uexercises of nonqualified stock options, which was recorded in common stock during 2005 and 2004. There was no amount 

recorded in common stock for excess tax deductions during 2003. 

PEF has entered into the Tax Agreement with Progress Energy (See Note 1D) and its intercompany tax payable was approximately $7 
million and $2 1 million at December 3 1,2005 and 2004, respectively. 

15. CONTINGENT VALUE OBLIGATIONS 

In connection with the acquisition of Florida Progress during 2000, the Parent issued 98.6 million contingent value obligations 
(CVOs). Each CVO represents the right of the holder to receive contingent payments based on the performance of four synthetic fuel 
facilities purchased by subsidiaries of Florida Progress in October 1999. The payments, if any, would be based on the net after-tax 
cash flows the facilities generate. The CVO liability is adjusted to reflect mrket  price fluctuations. The unrealized losdgain 
recognized due to these market fluctuations is recorded in other, net on the Consolidated Statements of Income (See Note 21). The 
liability, included in other liabilities and deferred credits, at December 31, 2005 and 2004, was $7 million and $13 million, 
respectively. 
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16. BENEFIT PLANS 

A. Postretirement Benefits 

We have a noncontributory defined benefit retirement plan for substantially all full-time employees that provides pension benefits. We 
also have supplementary defmed benefit pension plans that provide benefits to higher-level employees. In addition to pension benefits, 
we provide contributory other postretirement benefits (OPEB), including certain health care and life insurance benefits, for retired 
employees who meet specified criteria. We use a measurement date of December 3 1 for our pension and OPEB plans. 

COSTS OF BENEFIT PLANS 

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 percent of the greater of the projected benefit obligation or the market-related value of assets 
are amortized over the average remaining service period of active participants. 

To determine the market-related value of assets, we use a five-year averaging method for a portion of its pension assets and fair value 
for the remaining portion. We have historically used the five-year averaging method. When we acquired Florida Progress in 2000, we 
retained the Florida Progress historical use of fair value to determine market-related value for Florida Progress pension assets. 

The components of the net periodic benefit cost for the years ended December 3 1 were: 

Progress Energy 

Pension Benefits Other Postretirement Benefits 

Interest cost 117 110 108 33 31 33 
Expected return on plan assets (147) (155) (144) (5) ( 5 )  (4) 
Amortization of actuarial loss 35 21 25 8 4 5 

Net periodic cost recognized $ 3 8  $ 1 4  $ 2 3  $ 4 8  $45 $ 5 5  

(a) Relates to the acquisition of Florida Progress (See Note I6B), 

In addition to the net periodic cost reflected above, in 2005, we recorded costs for special termination benefits related to the voluntary 
enhanced retirement program (See Note 17) of $123 million for pension benefits and $19 million for other postretirement benefits. In 
2003, we also recorded curtailment and settlement effects related to the disposition of NCNG, which are reflected in income/(loss) 
fiom discontinued operations in the Consolidated Statements of Income. These effects included a pension-related loss of $13 million 
and an OPEB-related gain of $1 million. 
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DCf- 

Pension Benefits Other Postretirement Benefits 
(in millions) 2005 2004 2003 2005 2004 2003 

Interest cost 53 52 51 17 15 15 

Amortization of actuarial loss 10 1 5 2 2 
Other amortization, net 1 1 1 3 
Net Deriodic cost $ 2 4  $ 8 $ 4  $23 $20 $ 2 4  

In addition to the net periodic cost reflected above, in 2005, PEC recorded costs for special 
voluntary enhanced retirement program (See Note 17) of $21 million for pension benefits and 
benefits. 

termination benefits 
$8 million for other 

related to the 
postretirement 

Pension Benefits Other Postretirement Benefits 
2005 2004 2003 2005 2004 2003 

Interest cost 48 43 41 13 13 15 

Expected return on plan assets (73) (73) (53) (1) (1) (1) 
Amortization of actuarial loss 8 2 5 2 1 1 
Other amortization, net (1) (1) (2) 4 4 4 
Ket periodic cost (benefit) S(2) $ (8) $ 5  S 2 1  $ 2 1  $ 2 4  

In addition to the net periodic cost and benefit reflected above, in 2005 PEF recorded costs for special termination benefits related to 
the voluntary enhanced retirement program (See Note 17) of $84 million for pension benefits and $7 million for other postretirement 
benefits. 

The following weighted-average actuarial assumptions were used by Progress Energy in the calculation of its net periodic cost: 
- .  

Pension Benefits Other Postretirement Benefits 
2005 2004 2003 2005 2004 2003 _ _ - -  ~- 

Discount rate 5.70% 6.30% 6.60% 5.70% 6.30% 6.60% 

Nonbarrr ainine - 4.00% 
v Y 

Supplementary plans 5.25% 5.00% 4.00% 
Expected long-term rate of return on 

The weighted-average actuarial assumptions used by PEC and PEF were not materially different from the assumptions above, as 
applicable, except that the expected long-term rate of return on PEF's OPEB plan assets was 5.0% fox all years presented, 

The expected long-term rates of return on plan assets were determined by considering long-term historical returns for the plans and 
long-term projected returns based on the pIans' target asset allocation. For all pension plan assets and a substantial portion of OPEB 
plans assets, those benchmarks support an expected long-term rate of return between 9.0% and 9.5%. The Progress Registrants have 
chosen to use an expected long-term rate of 9.0%, the low end of the range, beginning in 2005. 
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PREPAI./ACCR UED BENEFIT COSTS 

ReconciIiations of the changes in the Progress Registrants' benefit obligations and the funded status follow: 

Progress Enerpy 

Pension Other Postretirement 
Benefits Benefits 

(in millions) 2005 2004 2005 2004 
Proi ected benefit oblkation at Januarv 1 $ 1.961 $ 1.772 $538 $472 v 

Service cost 47 54 9 12 
Interest cost 117 110 33 31 

Plan amendment 21 
Special termination benefits 123 I9 
Actuarial loss (gain) 98 102 84 46 

Unrecognized transition obligation 9 10 

Actuarial loss (gain) 98 102 84 46 

Unrecognized transition obligation 9 10 
Y - 

Unrecognized prior service cost 23 24 5 6 
Unrecognized net actuarial loss 570 530 170 94 

Accrued cost at December 3 1, net (See Note 16B) $ (347) $ (103) $ (390) $ (358) 

The net accrued pension cost of $347 million at December 31, 2005, is included in accrued pension and other benefits in the 
Consolidated Balance Sheets. The net accrued pension cost of $103 million at December 31, 2004, is recognized in the Consolidated 
Balance Sheets as prepaid pension cost of $42 million and accrued benefit cost of $145 million, which is included in accrued pension 
and other benefits. The defined benefit pension plans with accumulated benefit obligations in excess of plan assets had projected 
benefit obligations totaling $2.16 and $1.72 billion at December 31, 2005 and 2004, respectively, Those plans had accumulated 
benefit obligations totaling $2.12 and $1.71 billion at December 3 1, 2005 and 2004, respectively, and plan assets of $1.77 and $3.57 
billion at December 3 1, 2005 and 2004, respectively. The total accumulated benefit obligation for pension plans was $2.12 and $1.90 
billion at December 3 1, 2005 and 2004, respectively. The accrued OPEB cost is included in accrued pension and other benefits in the 
Consolidated Balance Sheets. 

A minimum pension liability adjustment of $546 million was recorded at December 3 1, 2005. This adjustment resulted in a charge of 
$23 million to intangible assets, a $180 million charge to a pension-related regulatory liability (See Note 16B), an $83 million charge 
to a regulatory asset pursuant to an FPSC order and a pre-tax charge of $260 million to accumulated other comprehensive loss, a 
component of common stock equity. A minimum pension liability adjustment of $470 million was recorded at December 3 1, 2004. 
This adjustment resulted in a charge of $24 million to intangible assets, a $150 million charge to a pension-related regulatory liability 
(See Note 16B), a $67 million charge to a regulatory asset pursuant to an FPSC order and a pre-tax charge of $229 million to 
accumulated other comprehensive loss, a component of common stock equity. 
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PEC 

Other Postretirement 

(in millions) 2005 2004 2005 2004 
Pension Benefits Benefits 

Plan amendment 

Unrecognized prior service cost 17 1s 

Minimum Dension liabilitv adjustment (2121 I1 94) 
Accrued cost at December 3 1, net $ (232) $ ii7oj $ (189) $ (172) 

The net accrued pension cost of $232 and $170 million at December 3 1, 2005 and 2004, respectively, is included in accrued pension 
and other benefits in the Consolidated Balance Sheets. The defined benefit pension plans with accumulated benefit obligations in 
excess of plan assets had projected benefit obligations totaling $969 and $928 million at December 3 1, 2005 and 2004, respectively. 
Those plans had accumulated benefit obligations totaling $963 and $923 million, at December 3 1, 2005 and 2004, respectively, and 
plan assets of $731 and $753 million at December 31, 2005 and 2004, respectively. The total accumulated benefit obligation for 
pension plans was $963 and $923 million at December 31, 2005 and 2004, respectively. The accrued OPEB cost is included in 
accrued pension and other benefits in the Consolidated Balance Sheets. 

A minimum pension liability adjustment of $212 million was recorded at December 3 1, 2005. Ths adjustment resulted in a charge of 
$17 million to intangible assets, included in other assets and deferred debits, and a pre-tax charge of $195 million to accumulated 
other comprehensive loss, a component of common stock equity. A minimum pension liability adjustment of $194 million was 
recorded at December 3 1, 2004. This adjustment resulted in a charge of $18 million to intangible assets, included in other assets and 
deferred debits, and a pre-tax charge of $176 million to accumulated other comprehensive loss, a component of common stock equity. 
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Other Postretirement 
Pension Benefits Benefits 

(111 millions) 2005 2004 2005 2004 
Obligation at January 1 ' !§ 767 $701 $232 $217 
Service cost 14 21 3 4 
Interest cost 48 43 13 13 
Plan amendment 2 

SDecial termination benefits 85 7 - 
Actuarial loss (gain) 41 37 22 15 
Obligation at December 3 1 896 767 259 232 

L 

Fair value of plan assets at December 3 1 895 868 22 ~ 20 
Funded status (11 101 (2371 (212) 

' 24 ' 27 
. . I  

Unrecognized transition obligation 
Unrecognized prior service cost (benefit) (12) (141 5 6 - 
Unrecognizeci het actuarial (gainj ioss ' 132 112 49 29 
Minimum Dension liabilitv adiustment (81 (7'1 - I d J  

Prepaid (accrued) cost at Decemger 3 I, net $1;; $ (92 $ (159) .$ (150) 

The PEF net prepaid pension cost of $1 11 and $192 million at December 3 1, 2005 and 2004, respectively, is included in the Balance 
Sheets as prepaid pension cost of $200 million and $234 million, respectively, and accrued benefit cost of $89 million and $42 
million, respectively, which is included in accrued pension and other benefits, The PEF defined benefit pension plans with 
accumulated benefit obligations in excess of plan assets had projected benefit obligations totaling $341 and $41 million at December 
3 1, 2005 and 2004, respectively. Those plans had accumulated benefit obligations totaling $306 million and $39 million, respectively, 
and plan assets of $217 million at December 31, 2005, and no plan assets at December 31, 2004, PEF's total accumulated benefit 
obligation for pension plans was $860 million and $718 million at December 31, 2005 and 2004, respectively. Accrued other 
postretirement benefit cost is included in accrued pension and other benefits in PEF's Balance Sheets. 

PEF recorded a minimum pension liability adjustment of $8 million at December 3 1, 2005. This adjustment resulted in a charge of $1 
million to intangible assets, included in other assets and deferred debits, and a charge of $7 million to a regulatory asset. PEF recorded 
a minimum pension liability adjustment of $7 million at December 3 1, 2004, with a corresponding charge of $7 million to a regulatory 
asset. 

The following weighted-average actuarial assumptions were used in the calculation of our year-end obligations: 

Pension Benefits Other Postretirement 

2005 2004 2005 2004 
Discount rate 5.65% 5.90% 5.65% 5.90% 
Rate of increase in future comnensation 
Bargaining 3.50% 3.50% - 
Supplementary plans 5.25% 5.25% - 

Initial medical cost trend rate for post-Medicare Act 
benefits 8.25% 7.25% 

Year ultimate medical cost trend rate is acheved 2013 2008 

The weighted-average actuarial assumptions for PEC and PEF were the same or were not significantly different from those indicated 
above, as applicable. 

I80 



Our primary defined benefit retirement plan for nonbargaining employees is a “cash balance” pension plan as defined in EITF Issue 
No. 03-4, “Determining the Classification and Benefit Attribution Method €or a ‘Cash Balance‘ Pension Plan.” Therefore, effective 
December 3 1, 2003, we began to use the traditional unit credit method for purposes of measuring the benefit obligation of this plan. 
Under the traditional unit credit method, no assumptions are included about fUture changes in compensation, and the accumulated 
benefit obligation and projected benefit obligation are the same. 

MEDICAL COST TREND RATE SENSITIVITY 

The medical cost trend rates were assumed to decrease gradually from the initial rates to the ultimate rates. The effects of a 1 percent 
change in the medical cost trend rate are shown below. 

ASSETS OF BENEFIT PLANS 

In the plan asset reconciliation tables that follow, substantially all employer contributions represent benefit payments made directly 
from the Progress Registrants’ assets except for the 2004 pension amount. The remaining benefit payments were made directly from 
plan assets. In 2004, we made a required contribution of approximately $24 million directly to pension plan assets. In 2004, PEC made 
a contribution to pension plan assets of approximately $20 million, which represented its allocated share of the required Progress 
Energy contribution. The OPEB benefit payments presented in the plan asset reconciliation tables that follow represent the net cost 
after participant contributions. Participant contributions represent approximately 20 percent of gross benefit payments for Progress 
Energy, 30 percent for PEC and 10 percent for PEF. 

Reconciliations of the fair value of plan assets at December 3 1 follow: 

Progress Enerw Other Po she tire ment 
Pension Benefits Bene fits 

Other 
Pension Benefits Postretirement Benefits 
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PEI; Other Postretirement 
Pension Benefits Benefits 

(in millions) 2005 2004 2005 2004 

Emulover contributions 3 2 19 18 ~ _ _  1 ,  

Fair value of plan assets at December 3 1 $ 895 $ 868 $21 I $  20 

The asset allocation for the benefit plans at the end of 2005 and 2004 and the target allocation for the plans, by asset category, are 
presented in the following tables. The pension benefit plan allocations and targets are consistent for all Progress Registrants. 

Pension Benefits 
~~ ~~ ~ 

Target 
Allocation Percentage of Plan 

S Assets at Year End 
Asset Categorv 2006 2005 2004 

v . 8  

Equity - domestic 40% 44% 47% 
Equity - international 15% 22 Yo 21% 

A -  

Debt - domestic 20% 13 yo 9% 
Debt - international 10% 8 Yo 11% 

Total 100% 100% 100% 

Other P ostretirement Bene fits 
Percentage of 

Target Plan Assets 
at Year End Progress Energy Allocations 

Asset Category 2006 2005 2004 

Equity - 
intemational 11% 16°/0 15% 
Debt - domestic 43% 37% 35% 
Debt - 
intemational 7% 6*h 8% 

Total 100% 100% 100% 

Percentage of 
Target Plan Assets 

PEC Allocations at Year End 
Asset Category 2006 2005 2004 

Equity - 

Debt - 

Total 100% 100% 100% 



Percentage of 
Target Plan Assets 

Allocations at Year End 
Asset Category 2006 2005 2004 

Y d  

Debt - domestic 100% 100% 100% 

For pension plan assets and a substantial portion of OPEB plan assets, the Progress Registrants set target allocations among asset 
classes to provide broad diversification to protect against large investment losses and excessive 
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volatility, while recognizing the importance of offsetting the impacts of benefit cost escalation. In addition, external investment 
managers who have complementary investment philosophes and approaches are employed to manage the assets. Tactical shifts (plus 
or minus 5 percent) in asset allocation from the target allocations are made based on the near-term view of the risk and return tradeaffs 
of the asset classes. 

CONTRIBUTION AND BENEFIT PA YMENT EXPECTATIONS 

In 2006, we expect to make $10 million of contributions directly to pension plan assets and $1 million of discretionary contributions 
directly to the OPEB plan assets. The expected benefit payments for the pension benefit plan for 2006 through 2010 and in total for 
2011 through 2015, in millions, are approximately $164, $124, $127, $133, $137 and $789, respectively. The expected benefit 
payments for the OPEB plan for 2006 through 2010 and in total for 201 I through 2015, in millions, are approximately $41, $43, $45, 
$46, $48 and $245, respectively. The expected benefit payments include benefit payments directly from plan assets and benefit 
payments directly from our assets. The benefit payment amounts reflect our net cost after any participant contributions. We expect to 
begin receiving prescription drug-related federal subsidies in 2006, and the expected subsidies for 2006 through 2010 and in total for 
201 1 through 2015, in millions, are approximately $3, $3, $3, $4, $4 and $30, respectively. 

In 2006, PEC expects to make $1 million in contributions directly to pension plan assets. The expected benefit payments for the 
pension benefit plan for 2006 through 2010 and in total for 201 1 through 2015, in millions, are approximately $79, $56, $58, $62, $64 
and $383, respectively. The expected benefit payments for the OPEB plan for 2006 through 2010 and in total for 201 1 through 2015, 
in millions, are approximately $19, $20, $21, $22, $23, and $128, respectively. The expected benefit payments include benefit 
payments directly from plan assets and benefit payments directly from PEC assets. The benefit payment amounts reflect the net cost to 
PEC after any participant contributions. PEC expects to begin receiving prescription drug-related federal subsidies in 2006, and the 
expected subsidies for 2006 through 2010 and in total for 201 1 through 2015, in millions, are approximately $1, $1, $2, $2, $2 and 
$15, respectively. 

In 2006, PEF expects to make $9 million of contributions to pension plan assets and $1 million of discretionary contributions to OPEB 
plan assets. The expected benefit payments for the pension benefit plan for 2006 through 2010 and in total for 201 1 through 2015, in 
millions, are approximately $63, $53, $53, $54, $54 and $295, respectively. The expected benefit payments for the OPEB plan for 
2006 through 20 10 and in total for 20 1 1 through 20 15, in millions, are approximately $29, $20, $20, $20, $20 and $96, respectively. 
The expected benefit payments include benefit payments directly fiom plan assets and benefit payments directly from PEF’s assets. 
The benefit payment amounts reflect the net cost to PEF after any participant contributions. PEF expects to begin receiving 
prescription drug-related federal subsidies in 2006, and the expected subsidies for 2006 through 2010 and in total for 201 1 through 
2015, in millions, are approximately $1, $2, $2, $2, $2 and $13, respectively. 

€3, Florida Progress Acquisition 

During 2000, we completed our acquisition of Florida Progress. Florida Progress’ pension and OPEB liabilities, assets and net periodic 
costs are reflected in the above information as appropriate. Certain of Florida Progress’ nonbargaining unit benefit plans were merged 
with our benefit plans effective January 1, 2002. 

PEF continues to recover qualified plan pension costs and OPEB costs in rates as if the acquisition had not occurred. Accordingly, a 
portion of the accrued OPEB cost reflected in the Progress Energy table above has a corresponding regulatory asset at December 3 1, 
2005, and 2004 (See Note 7A). As indicated in the Progress Energy minimum pension adjustment information, a pension-related 
regulatory liability was charged, and fully eliminated, at December 3 1, 2005. At December 3 1, 2004, a portion of the Progress Energy 
prepaid pension cost has a corresponding regulatory liability (See Note 7A). Pursuant to its rate treatment, PEF recognized additional 
periodic pension credits and additional periodic OPEB costs, as indicated in the Progress Energy net periodic cost information above. 
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17. SEVERANCE 

On February 28, 2005, we approved a workforce restructuring that resulted in a reduction of approximately 450 positions. The cost- 
management initiative is designed to permanently reduce by $75 million to $100 million our projected growth in annual O&M 
expenses by the end of 2007. In addition to the workforce restructuring, the cost-management initiative included a voluntary enhanced 
retirement program. In connection with this initiative, we incurred approximately $164 million of pre-tax charges for severance and 
postretirement benefits during the year ended December 3 1, 2005, as described below. The workforce restructuring concluded on 
December 1,2005. 

Promess Energy 

We recorded $3 1 million of severance expense during the frst quarter of 2005 for the workforce restructuring and implementation of 
an automated meter reading initiative at PEF based on the approximate number of positions to be eliminated. During the second 
quarter of 2005, 1,447 employees eligible for participation in the voluntary enhanced retirement program elected to participate. 
Consequently, in the second and fourth quarters of 2005, we decreased our estimated severance costs by $13 million each quarter due 
to the impact of the employees electing participation in the voluntary enhanced retirement program. The severance expenses are 
primarily included in O&M expense on the Consolidated Statements of Income. 

The accrued severance expense will be paid over time. The activity in the severance liability was as follows: 

(in millions) 
Balance as of January 1, $ 5  
2005 
Severance costs accrued 31 
Adjustments (26) 
Pavments 14’) 

.I \ I  

Balance at December 31, $ 6  
2005 

During 2005, we recorded a $141 million charge in the second quarter and a $1 million charge in the third quarter related to 
postretirement benefits that will be paid over time to eligible employees who elected to participate in the voluntary enhanced 
retirement program (See Note 16). In addition, we recorded a $17 million charge for early retirement incentives to be paid over time to 
certain employees. 

In connection with the cost-management initiative, PEC incurred approximately $55 million of pre-tax charges for severance and 
postretirement benefits during the year ended December 3 1,2005, as described below. 

PEC recorded $14 million of severance expense during the first quarter of 2005 for the workforce restructuring based on the 
approximate number of positions to be eliminated. This amount included approximately $4 million of severance costs allocated from 
PESC. During the second quarter of 2005, 553 PEC employees eligible for participation in the voluntary enhanced retirement program 
elected to participate. Consequently, in the second and fourth quarters of 2005, PEC decreased its estimated severance costs by $6 
million and $5 million, respectively, due to the impact of the employees electing participation in the voluntary enhanced retirement 
program. These amounts included approximately $2 million of decreased severance costs allocated from PESC. The severance 
expenses are primarily included in O&M expense on the Consolidated Statements of Income. 
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The accrued severance expense will be paid over time. The activity in the severance liability was as follows: 

(in millions) 

Severance costs accrued 10 
Adjustqents (9) 
Pavments (1) 

.J \ ,  

Balance at December 31, $ 2  
2005 

PEC recorded a $29 million charge in the second quarter of 2005 related to postretirement benefits that will be paid over time to 
eligible employees who elected to participate in the voluntary enhanced retirement program (See Note 16). PEC also recorded a $13 
million charge for early retirement incentives whch will be paid over time to certain employees. In addition, PEC recorded 
approximately $10 million of postretirement benefits and early retirement incentives allocated from PESC during the year ended 
December 3 1,2005. 

In connection with the cost-management initiative, PEF incwred approximately $102 million of pre-tax charges for severance and 
postretirement benefits during the year ended December 3 1,2005, as described below. 

PEF recorded $14 million of severance expense during the first quarter of 2005 for the workforce restructuring and implementation of 
an automated meter reading initiative at PEF based on the approximate number of positions to be eliminated. This amount included 
approximately $3 million of severance costs allocated from PESC. During the second quarter of 2005, 680 of PEF's employees 
eligible for participation in the voluntary enhanced retirement program elected to participate. Consequently, in the second and fourth 
quarters of 2005, PEF decreased its estimated severance costs by $5 million and $6 million, respectively, due to the impact of the 
employees electing participation in the voluntary enhanced retirement program. These amounts included approximately $2 million of 
decreased severance costs allocated from PESC. The severance expenses are primarily included in O&M expense on the Statements of 
Income. 

The accrued severance expense will be paid over time. The activity in the severance liability was its follows: 

(in millions) 
Balance as of January 1,2005 $ -  
Severance costs accrued 11 
Adjustments (9) 
Pavments (1) 

r' 1 ,  

Balance at December 31,2005 $ 1  

During 2005, PEF recorded a $90 million charge in the second quarter and a $1 million charge in the third quarter related to 
postretirement benefits that will be paid over time to eligible employees who elected to participate in the voluntary enhanced 
retirement program (See Note 16). In addition, PEP recorded approximately $8 million of charges for postretirement benefits and early 
retirement incentives allocated from PESC during the year ended December 3 1,2005. 

18. RISK MANAGEMENT ACTIVITIES AND DERIVATIVES TRANSACTIONS 

We are exposed to various risks related to changes in market conditions. We have a risk management committee that includes senior 
executives from various business groups. The risk management committee is responsible for adrmnistering risk management policies 
and monitoring compliance with those policies by all subsidiaries. Under our risk policy, we may use 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. We minimize such risk by perfonning credit 
reviews using, among other things, publicly available credit ratings of such counterparties. Potential nonperformance by counterparties 
is 
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not expected to have a material effect on our financial position or results of operations, Additionally, in the normal course of business, 
some of our affiliates may enter into hedge transactions with one another. 

A. Commodity Derivatives 

GENERAL 

Most of our cornrnodity contracts are not derivatives pursuant to SFAS No. 133, “Accounting for Derivative and Hedging Activities” 
(SFAS No. 133), or do not qualiQ as normal purchases or sales pursuant to SFAS No, 133. Therefore, such contracts are not recorded 
at fair value. 

In 2003, PEC recorded a $38 million pre-tax ($23 million after-tax) fair value loss transition adjustment pwsuant to the provisions of 
FASB Derivatives Implementation Group Issue C20, “Interpretation of the Meaning of Not Clearly and Closely Related in Paragraph 
10(b) regarding Contracts with a Price Adjustment Feature” (DIG Issue C20). The related liability is being amortized to earnings over 
the term of the related contract (See Note 21). At December 31, 2005 and 2004, the remaining liability was $19 million and $26 
million, respectively. 

ECONOMIC DERTVA TIVES 

Derivative products, primarily electricity and natural gas contracts, may be entered into from time to time for economic hedging 
purposes. While management believes the economic hedges mitigate exposures to fluctuations in commodity prices, these instruments 
are not designated as hedges for accounting purposes and are monitored consistent with trading positions. We manage open positions 
with strict policies that limit our exposure to market risk and require daily reporting to management of potential financial exposures. 
Gains and losses from such contracts were not material to our or the Utilities’ results of operations during 2005, 2004 and 2003. PEG 
did not have material outstanding positions in such contracts at December 31, 2005 and 2004. We and PEF did not have material 
outstanding positions in such contracts at December 3 I ,  2005 and 2004, other than those receiving regulatory accounting treatment at 
PEF, as discussed below. 

PEF has derivative instruments related to its exposure to price fluctuations on fuel oil and natural gas purchases. These instruments 
receive regulatory accounting treatment. Unrealized gains and losses are recorded in regulatory liabilities and regufatory assets, 
respectively, until the contracts are settled. Once settled, any realized gains or losses are passed through the fuel clause. At December 
3 1, 2005, the fair values of the instruments were a $77 million short-term derivative asset position included in other current assets, a 
$45 million long-term derivative asset position included in other assets and deferred debits and a $6 million long-term derivative 
liability position included in other liabilities and deferred credits. At December 3 1, 2004, the fair values of the instruments were a $2 
million long-term derivative asset position included in other assets and deferred debits and a $5 million short-term derivative liability 
position included in other current liabilities. 

CASH FLO W HEDGES 

Our subsidiaries designate a portion of commodity derivative instruments as cash flow hedges under SFAS No. 133. The objective for 
holding these instruments is to hedge exposure to market risk associated with fluctuations in the price of natural gas and power for our 
forecasted purchases and sales. Realized gains and losses are recorded net in operating revenues or operating expenses, as appropriate. 
The ineffective portion of commodity cash flow hedges was not material to our or the Utilities’ results of operations for 2005, 2004 
and 2003. 

The fair values of commodity cash flow hedges at December 3 1 were as follows: 

Progress Energy PEF 
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The folIowing table presents selected information related to commodity cash flow hedges at December 3 1,2005: 

Portion Expected to be 

to Earnings during the Next 12 
Accumulated Other Reclassified 

Comprehensive Income/ 
Maximum Term(a) (Loss), net of Tax Months@) 

(term in years/ Progress Progress Progress 

(a) The majority of hedges in fair value liability positions are cmentIy classified as short-term and the majority of hedges in fair 
value asset positions are currently classified as long- 
term. 

(b) Due to the volatility of the commodities markets, the value in accumulated other comprehensive income/(loss) (OCI) is subject to 
change prior to its reclassification into earnings. 

At December 3 I, 2004, we had $9 million of after-tax deferred losses in OCI related to commodity cash flow hedges. The Utilities had 
no open commodity cash flow hedges or amounts recorded in OCI related to commodity cash flow hedges. 

B. Interest Rate Derivatives - Fair Value or Cash Flow Hedges 

We use cash flow hedging strategies to reduce exposure to changes in cash flow due to fluctuating interest rates. We use fair value 
hedging strategies to reduce exposure to changes in fair value due to interest rate changes. The notional amounts of interest rate 
derivatives are not exchanged and do not represent exposure to credit loss. In the event of default by the counterparty, the risk in these 
transactions is the cost of replacing the agreements at current market rates. 

The fair values of open interest rate hedges at December 31 were as folIows: 

Progress PEC PEF 
Energy 

(in millions) 2005 2004 2005 2004 2005 2004 

Interest rate fair value hedges $ (2) $ 3  $ -  $ -  

CASH FLOW HEDGES 

Gains and losses from cash flow hedges are recorded in OCI and amounts reclassified to earnings are included in net interest charges 
as the hedged transactions occur. Amounts in OCI related to terminated hedges are reclassified to earnings as the interest expense is 
recorded. The ineffective portion of interest rate cash flow hedges was not material to our or the Utilities' results of operations for 
2005,2004 and 2003. 
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The following table presents selected mformation related to interest rate cash flow hedges included in OCI at December 3 1,2005: 

Portion Expected to be 

to Earnings during the Next 
Accumulated Other Reclassified 

Comprehensive Income/ 
Maximum Term (Loss), net of Tax (a) 12 Months (b) 

(term in years/ Progress Progress Progress 

(a> Includes amounts related to terminated hedges. 

(b) ActuaI amounts that will be reclassified to earnings may vary from the expected amounts presented above as a result of changes 
in interest rates. 

At December 31, 2005 and 2004, we had $100 million notional and $331 million notional, respectively, of interest rate cash flow 
hedges. The Utilities had no open interest rate cash flow hedges at December 3 1, 2005. At December 3 1,2004, PEC had $13 1 million 
notional of open interest rate cash flow hedges and PEF had no open interest rate cash flow hedges. 

FAIR VALUE HEDGES 

For interest rate fair value hedges, the change in the fair value of the hedging derivative is recorded in net interest charges and is offset 
by the change in the fair value of the hedged item. At December 3 1, 2005 and 2004, we had $150 million notional of interest rate fair 
value hedges. At December 3 1,2005 and 2004, the Utilities had no open interest rate fair value hedges. 

At December 3 1,2005 and 2004, we had a $2 million loss and a $9 million gain, respectively, of basis adjustments in long-term debt 
related to terminated interest rate fair value hedges, which are being amortized over periods ending in 2006 through 2008 coinciding 
with the maturities of the related debt instruments. 

19. RELATED PARTY TRANSACTIONS 

As a part of n o m 1  business, we enter into various agreements providing financial or performance assurances to third parties. These 
agreements are entered into primarily to support or enhance the creditworthmess otherwise attributed to a subsidiary on a stand-alone 
basis, thereby facilitating the extension of sufficient credit to accomplish the subsidiaries' intended commercial purposes. Our 
guarantees include performance obligations under power supply agreements, tolling agreements, transmission agreements, gas 
agreements, fuel procurement agreements and trading operations. Our guarantees also include standby letters of credit, surety bonds 
and guarantees in support of nuclear decommissioning. At December 3 1, 2005, the Parent had issued $1.56 billion of guarantees for 
hture financial or performance assurance on behalf of its subsidiaries. This includes $300 million of guarantees of certain payments of 
two wholly owned indirect subsidiaries (See Note 24). We do not believe conditions are likely for significant performance under the 
guarantees of performance issued by or on behalf of affiliates. To the extent liabilities are incurred as a result of the activities covered 
by the guarantees, such liabilities are included in the Consolidated Balance Sheet. 

Our subsidiaries provide and receive services, at cost, to and from the Parent and its subsidiaries, in accordance with agreements 
approved by the SEC pursuant to Section 13(b) of the PUHCA. The repeal of PUHCA effective February 8, 2006, and subsequent 
regulation by the FERC is not anticipated to change our current intercompany services. Services include purchasing, human resources, 
accounting, legal, transmission and delivery support, engineering materials, contract support, loaned employees payroll costs, 
construction management and other centralized administrative, management and support services. The costs of the services are billed 
on a direct-charge basis, whenever possible, and on allocation factors for general costs that cannot be directly attributed. Billings from 
affiliates are capitalized or expensed depending on the nature of the services rendered. Amounts receivable from 
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andor payable to affiliated companies for these services are included in receivables fiom affiliated companies and payables to 
affiliated companies on the Balance Sheets. 

PESC provides the majority of the affiliated services under the approved agreements. Services provided by PESC during 2005,2004 
and 2003 to PEC amounted to $202 million, $209 million and $184 million, respectively, and services provided to PEF were $169 
million, $165 million and $153 million, respectively. 

PEC and PEF also provide and receive services at cost. Services provided by PEC to PEF during 2005, 2004 and 2003 amounted to 
$54 million, $52 million and $35 million, respectively. Services provided by PEF to PEC during 2005, 2004 and 2003 amounted to 
$14 million, $16 million and $7 million, respectively. 

At December 3 1, 2005, the Parent's guarantees include $169 million to support nuclear decommissioning. PEC determined that its 
extemal funding levels did not fully meet the nuclear decommissioning financial assurance levels required by the NRC; therefore, 
PEC obtained the Parent's guarantee. 

PEC and PEF participate in an intemal money pool, operated by Progress Energy, to more effectively utilize cash resources and to 
reduce outside short-term borrowings. The money pool is also used to settle intercompany balances. The weighted-average interest 
rate for the money pool was 3.77%, 1.72% and 1.47% at December 31, 2005, 2004 and 2003, respectively. Amounts payable to the 
money pool are included in notes payable to affiliated companies on the Balance Sheets. PEC and PEF recorded insignificant interest 
expense related to the money pool for all the years presented. 

Strategic Resource Solutions Corp. and its subsidiary, whch were wholly owned until 2004, managed subcontracts for PEC. Amounts 
for 2004 and 2003 were not significant. 

Progress Fuels sells coal to PEF for an insignificant profit. These intercompany revenues and expenses are eliminated in 
consolidation; however, in accordance with SFAS No. 71 profits on intercompany sales to regulated affiliates are not eliminated if the 
sales price is reasonable and the hture recovery of sales price through the ratemaking process is probable. Sales, net of insignrficant 
profits, of $402 million, $331 million and $347 milIion for the years ended December 31, 2005, 2004 and 2003, respectively, are 
included in fuel used in electric generation on the Consolidated Statements of Income. Beginning in 2006, PEF will enter into coal 
contracts on its own behalf. 

We sold NCNC to Piedmont Natural Gas Company, Inc. on September 30, 2003 (See Note 3H). Prior to disposition, NCNG sold 
natural gas to affiliates. During the year ended December 3 1, 2003, gas sales fiom NCNG to PEC amounted to $1 1 million. The gas 
sales for 2003 indicated above exclude any sales subsequent to September 2003. These revenues are included in discontinued 
operations on the Consolidated Statements of Income. 

PEC and its wholly owned subsidiaries and PEF have entered into the Tax Agreement with the Parent (See Note 14). 

20. FINANCIAL INFORMATION BY BUSINESS SEGMENT 

Ow reportable segments are: PEC, PEF, Progress Ventures and Coal and Synthetic Fuels. During 2005, we realigned our segments 
due to changes in the operations of certain businesses and the reclassification of our coal mining business to discontinued operations. 
These changes are consistent with the manner in which management currently reviews our operations. Prior year periods have been 
restated for our segment realignments. 

Our PEC and PEF business segments are primarily engaged in the generation, transmission, distribution and sale of electricity in 
portions of North Carolina, South Carolina and Florida. Prior to December 2005, we disclosed a PEC Electric segment that was 
comprised of utility operations and excluded immaterial operations of PEC's nonregulated subsidiaries, which were included in 
Corporate and Other. Management has realigned the PEC segment to review the PEC operations on a consolidated basis as the results 
of operations and financial position are not materially different between PEC Electric and PEC. 

Our Progress Ventures segment is comprised of Competitive Commercial Operations (CCO) and natural gas operations (Gas) and is 
involved in nonregulated electric generation and energy marketing activities and natural gas 
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drilling and production in Texas and Louisiana. Prior to December 2005, CCO had been reported as a separate segment and Gas was 
included within our previously reported Fuels segment. Progress Ventures’ legal structure is not currently aligned with the functional 
management and financial reporting of the Progress Ventures segment. 

Our Coal and Synthetic Fuels segment is involved in the production and sale of coal-based solid synthetic fuel as defined under the 
Code, coal terminal services, and he1 transportation and delivery. Operations involving coal terminals and synthetic fuels activities 
were included withn our previously reported Fuels segment prior to 2005. The remaining portions of our previously reported Fuels 
segment are included within Coal and Synthetic Fuels due to their operational relationshrp with the segment’s activities and their 
relative immateriality. 

In addition to the reportable operating segments, the Corporate and Other segment includes the operations of the Parent and PESC as 
well as other nonregulated business areas. These nonregulated business areas include telecommunications and other nonregulated 
subsidiaries that do not separately meet the disclosure requirements of SFAS No. 13 1, “Disclosures about Segments of an Enterprise 
and Related Information” (SFAS No. 131). Included in the 2004 losses is a $43 million pre-tax ($29 million after-tax) settlement 
agreement that Strategic Resource Solutions Corp. (SRS) reached with the San Francisco United School District related to civil 
proceedings. The profit or loss of the identified segments plus the profit or loss of Corporate and Other represents our total income 
from continuing operations. 

Prior to its divestiture in 2005, Rail Services was reported as a separate segment (See Note 3B). The Operations of Rail Services were 
reclassified to discontinued operations in the fust quarter of 2005. During the fourth quarter of 2005, we reclassified om coal mining 
operations as discontinued operations (See Note 3A). Prior to 2005, our coal mining operations were included withm our previously 
reported Fuels segment. Our Rail Services and coal mining operations are not included in the results from continuing operations 
during the periods reported. Assets and capital and investment expenditures of discontinued operations are not included in the tables 
presented below. 

Products and services are sold between the various reportable segments. All intexsegment transactions are at cost except for 
transactions between PEF and the Coal and Synthetic Fuel segment, which are at rates set by the FPSC. In accordance with SFAS No. 
71, profits on intercompany sales between PEF and the Coal and Synthetic Fuel segment are not eliminated if the sales price is 
reasonable and the future recovery of sales price through the ratemaking process is probable. The profits realized for 2005,2004 and 
2003 were not significant. Income tax expense (benefit) by segment includes the Parent’s allocation to profitable subsidiaries of 
income tax benefits not related to acquisition interest expense in accordance with the Tax Agreement. Due to the repeal of PUHCA, 
the Parent will stop allocating these tax benefits in 2006. 

In the following tables, capital and investment expenditures include property additions, acquisitions of nuclear fuel and other capital 
investments . 
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Coal and 
Progress SyntheticCorporate 

(in millions) PEC PEF Ventures Fuels and Other Eliminations Totals 
Year ended December 31, 
2005 
Revenues 
Unaffiliated $3,991 $3,955 $853 $1,242 $ 67 $ - %ig,lOS 

Demeciation and 
amortization 561 334 94 38 47 1,074 

Postretirement and 

Income tax expense 

Total assets 11,502 8,318 2,371 472 18,024 (13,773) 26,914 

Year ended December 31, 
2004 

$ - $ 8.525 Unaffiliated $3,623$3,525 $401 $ 899 $ 71 
- I  

Intersegment 33 1 440 (771) 
Total revenues 3,629 3,525 401 1,230 51 1 8,525 

Total interest charges, net 192 114 11 37 3 60 628 
- 7  

Postretirement and severance 
charges 2 1 3 
Income tax exDense (benefit) 239 174 55 (280) (82) 106 
Segment profit (loss) 458 333 81 38 (231) 729 
Total assets 10.787 7.924 2.086 542 17.590 (13.5701 25.359 - _ - ~  

Capital and investment 

Year ended December 31, 
2003 
Revenues 
Unaffiliated $3.600$3.152 $285 $ 716 $ 46 $ - $7,799 
Intersegment 347 440 (787) 
Total revenues 3.600 3.152 285 1.063 486 (787) 7,799 
Depreciation and 
amortization 78 35 27 1,009 
Total interest charges, net 197 91 6 29 378 607 

I 

Impairment of long-lived 
assets and investments . (21) 
Income tax exmnse (benefit) 241 147 25 (4341 (471 (451 (1 13) 

A , . I  

Segment profit (loss) 502 295 54 ' 190 (i3oj ' 811 
Total assets 10,938 7,280 2,195 599 17,802 (13,368) 25,446 
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21. OTHER INCOME AND OTHER EXPENSE 

Other income and expense includes interest income, impairment of investments, and other income and expense items as discussed 
below. Nonregulated energy and delivery services include power protection services and mass market programs such as surge 
protection, appliance services and area light sales, and delivery, transmission and substation work for other utilities. AFUDC equity 
represents the estimated equity costs of capital funds necessary to finance the construction ofnew regulated assets. The components of 
other, net as shown on the accompanying Statements of Income for the years ended December 3 1 were as follows: 

Progress Enerw 

(in millions) 2005 2004 2003 
Other income 

DIG Issue C20 amortization (Note 18A) 7 9 2 
/ 

Contingent value obligation unrealized gain (Note 15) 6 9 
Investment gains 7 4 12 

Y 

Income 'from equity investments 1 3 
AFUDC eauitv 16 12 14 _ _  1 2  

Other 15 13 15 
~ ~ 

Total other income 84 78 69 _ _  
Other expense 
Nomegulated energy and delivery services expenses 24 21 20 

Y v< 

Donations 18 15 15 
Investment losses 1 6 ~ 

Contingent value obligation unrealized loss (Note 15) 9 
Loss from eauitv investments 7 8 31 

I #  

Loss on debt extinguishment and interest rate collars 15 
FERC audit settlement 7 
Indemnification liability (Note 22B) 16 
Other 17 30 15 

Other, net - Progress Energy $ (5) 

PEC 

Other income 

DIG Issue C20 amortization (Note 1 XA) 7 9 2 
Income fiom equity investments 1 3 
AFUDC eauitv 3 4 2 I 4  ~ -~ 

0 ther 10 13 2 
Total other income 33 40 18 ~ _ _  
Other expense 
Nonregufated energy and delivery services expenses $ 9  $ 9  $ 9  v -e 

Donations a 7 6 
Losses from equity investments 3 16 

Indemnification liability (Note 22B) 16 . .  
Other 10 22 6 
Total other exDense 47 41 37 
Other, net - PEC $ (14) S(1) $ (39) 
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(in millions) 2005 2004 2003 
Other income 

Nonreeulated enerev and deliverv services exnenses 14 12 11 , L 

10 9 9 
FERC audit settlement 3 
Other 1 1 2 
Total other expense 28 22 22 

22. ENVIRONMENTAL MATTERS 

We are subject to federal, state and local regulations addressing hazardous and solid waste management, air and water quality and 
other environmental matters. 

A. Hazardous and Solid Waste Management 

The provisions of the Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended (CERCLA), 
authorize the Environmental Protection Agency (EPA) to require the cleanup of hazardous waste sites. This statute imposes retroactive 
joint and several liabilities. Some states, including North Carolina, South Carolina and Florida, have similar types of statutes. We are 
periodically notified by regulators, including the EPA and various state agencies, of our involvement or potential involvement in sites 
that may require investigation andor remediation. There are presently several sites with respect to which we have been notified of our 
potential liability by the EPA, the state of North Carolina or the state of Florida, 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 federal and state 
laws. PEC and PEF are each potentially responsible parties (PRPs) at several manufactured gas plant (MGP) sites. We are also 
currently in the process of assessing potential costs and exposures at other sites. A discussion of sites by legal entity follows below. 

We record accruals for probable and estimable costs related to environmental sites on an undiscounted basis. We measure OUT liability 
for these sites based on available evidence including ow experience in investigating and remediating environmentally impaired sites. 
The process often involves assessing and developing cost-sharing arrangements with other PRPs. For all sites, as assessments are 
developed and analyzed, we will accrue costs for the sites to the extent our liability is probable and the costs can be reasonably 
estimated. Because the extent of environmental impact, allocation among PRps for all sites, remediation alternatives (which could 
involve either minimal or significant efforts), and concurrence of the regulatory authorities have not yet reached the stage where a 
reasonable estimate of the remediation costs can be made, we cannot determine the total costs that may be incurred in connection with 
the remediation of all sites at this time. It is probable that current estimates will change and additional losses, which could be material, 
may be incurred in the future. 

PEC and PEF filed claims with general liability insurance carriers to recover costs arising from actual or potential environmental 
liabilities for remediation of certain sites. No material claims are currently pending. We may file further claims with respect to sites 
for which claims were not previously presented. 
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Progress Energy 

In addition to the Utilities’ sites, discussed under “PEC” and “PEF” below, OUT environmental sites include the following related to OUT 
nonregulated operations. 

In 200 1, we, through our Progress Fuels subsidiary, established an accrual to address indemnities and retained an environmental 
liability associated with the sale of our Inland Marine Transportation business. In 2003, the accrual was reduced to $4 million based 
on a change in estimate. At December 3 1, 2005 and 2004, the remaining accrual balance was approximately $3 million. Expenditures 
related to this liability were not material to our financial condition during 2005 and 2004. 

We are voluntarily addressing certain historical sites. An immaterial accrual has been established to address investigation expenses 
related to these sites. At this time, the total costs that may be incurred in connection with these sites cannot be determined. 

On March 24, 2005, we completed the sale of our Progress Rail subsidiary. In connection with the sale, we incurred indemnity 
obligations related to certain pre-closing liabilities, including certain environmental matters (See discussion under Guarantees in Note 
23C). 

PEC 

There are nine former MGP sites and a number of other sites associated with PEC that have required or are anticipated to require 
investigation and/or remediation. 

In September 2005, the EPA advised PEC that it had been identified as a PRP at the Carolina Transformer site located in Fayetteville, 
N.C. The EPA offered PEC and a number of other PRPs the opportunity to share the reimbursement of approximately $36 million to 
the EPA for past expenditures in addressing conditions at the site. Although a loss is considered probable, an agreement among PWs 
has not been reached; consequently, it is not possible at t h s  time to reasonably estimate the total amount of PEG’S obligation for 
remediation of the Carolina Transformer site. PEC may file claims with respect to this site. The outcome of this matter cannot be 
predicted. 

During the fourth quarter of 2004, the EPA advised PEC that it had been identified as a PRP at the Ward Transformer site located in 
Raleigh, N.C. The EPA offered PEC and a number of other PRPs the opportunity to negotiate cleanup of the site and reimbursement 
to the EPA for EPA’s past expenditures in addressing conditions at the site. In September 2005, PEC and several other PRPs signed a 
settlement agreement, which requires the participating PRPs to provide approximately $5 million to cover the cleanup cost and repay 
less than $1 million of EPA’s past costs. PEC has accrued its portion of these estimated costs. Based upon additional assessment work 
performed at the site during the first quarter of 2006, it is probable that additional costs beyond the EPA’s original cost estimate will 
be incurred. However, the range of additional losses cannot be determined at ths  time. PEC may file claims with respect to ths  site. 
The outcome of this matter cannot be predicted. 

At December 31, 2005 and 2004, PEC’s accruals for probable and estimable costs related to various environmental sites, which are 
included in other liabilities and deferred credits and are expected to be paid out over one to five years, were $7 million and $9 million, 
respectively. The amount includes insurance fund proceeds that PEC received to address costs associated with environmental 
liabilities related to its involvement with some sites. All eligible expenses related to these sites are charged against a specific fund 
containing these proceeds. During 2005, PEC spent approximately $6 million, accrued approximately $4 million and received no 
insurance proceeds related to environmental remediation. During 2004, PEC spent approximately $2 million related to environmental 
remediation. 

On March 30, 2005, the North Carolina Division of Water Quality renewed a PEC permit for the continued use of coal combustion 
products generated at any of its coal-fired plants located in the state. Following review of 
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the permit conditions, which could significantIy restrict the reuse of coal ash and result in higher ash management costs, the permit 
was adjudicated. The outcome of this matter cannot be predicted, 

At December 31, 2005 and 2004, PEF's accruals for probable and estimable costs related to various environmental sites, which were 
included in other liabilities and deferred credits and are expected to be paid out over one to 15 years, were: 

MGP and other sites 18 18 

PEF has received approval from the FPSC for recovery of costs associated with the remediation of distribution and substation 
transformers through the Environmental Cost Recovery Clause (ECRC), Under agreements with the Florida Department of 
Environmental Protection (FDEP), PEF is in the process of examining distribution transformer sites and substation sites for potential 
equipment integrity issues that could result in the need for mineral oil-impacted soil remediation. PEF has reviewed a number of 
distribution transformer sites and all substation sites. Based on changes to the estimated time frame for review of distribution 
transformer sites, PEF currently expects to have completed its review by the end of 2007. Should M h e r  sites be identified, PEF 
believes that any estimated costs would also be recovered through the ECRC. For the years ended December 3 1 , 2005 and 2004, PEF 
accrued approximately $2 million and $19 million, respectively, and spent approximately $9 million and $4 million, respectively, 
related to the remediation of transformers. PEF has recorded a regulatory asset for the probable recovery of these costs through the 
ECRC. 

The amounts for MGP and other sites, in the table above, relate to two former MGP sites and other sites associated with PEF that have 
required or are anticipated to require investigation andor remediation. For the year ended December 3 1 , 2005, PEF made no material 
accruals, spent approximately $ 1  million, and received approximately $1 million of additional insurance proceeds. For the year ended 
December 3 1, 2004, PEF received approximately $12 million in insurance claim settlement proceeds and recorded a related accrual 
for associated environmental expenses, as these insurance proceeds are restricted for use in addressing costs associated with 
environmental liabilities. 

In Florida, a risk-based corrective action (RBCA, known as Global RBCA) rule was developed by the FDEP and adopted at the 
February 2, 2005, Environmental Review Commission hearing. Risk-based corrective action generally means that the corrective action 
prescribed for contaminated sites can correlate to the level of human health risk imposed by the contamination at the property. The 
Global RBCA rule expands the use of the risk-based corrective action to all contaminated sites in the state that are not currently in one 
of the state's waste cleanup programs and has the potential for making hture cleanups in Florida more costly to complete. The 
effective date of the Global RE3CA rule was April 17, 2005. 

B. Air Quality 

We are subject to various current and proposed federal, state and local environmental compliance laws and regulations, wluch may 
result in increased planned capital expenditures and O&M expenses. Significant updates to these laws and regulations and related 
impacts to us since December 3 1, 2004, are discussed below. Additionally, Congress is considering legislation that would require 
additional reductions in air emissions of NOx, SO2, carbon dioxide ((20,) and mercury. Some of these proposals establish nationwide 
caps and emission rates over an extended period of time. This national multipollutant approach to air pollution control could involve 
significant capital costs that could be material to our financial position or results of operations. Control equipment that will be 
installed on North Carolina coal-fued generating facilities as part of the Clean Smokestacks Act, enacted in 2002 and discussed below, 
may address some of the issues outlined above as they relate to PEC. However, the outcome of the matter cannot be predicted. 
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NEWSOURCE REVIEW (NSR) 

The EPA is conducting an enforcement initiative related to a number of coal-fied utility power plants in an effort to determine 
whether changes at those facilities were subject to NSR requirements or New Source Performance Standards under the Clean Air Act. 
We were asked to provide information to the EPA as part of this initiative and cooperated in supplying the requested information. The 
EPA initiated civil enforcement actions against unaffiliated utilities as part of t h s  initiative. Some of these actions resulted in 
settlement agreements calling for expenditures by these unaffiliated utilities in excess of $1 .O billion. These settlement agreements 
have generally called for expenditures to be made over extended time periods, and some of the companies m y  seek recovery of the 
related costs through rate adjustments or similar mechanisms. 

On June 24, 2005, the Court of Appeals for the District of Columbia Circuit rendered a decision in a suit regarding EPA's NSR rules. 
As part of the decision, the court struck down a provision excluding pollution control projects from NSR requirements. As a result of 
this decision, additional regulatory review of our pollution control equipment proposals wil1 be required, adding time and cost to the 
overall project. 

NOX SIP CALL RULE UNDER SECTION I IO OF THE CLEAN AIR ACT (NO, SIP CALL) 

The NOx SIP Call is an EPA rule that requires 22 states, including North Carolina, South Carolina and Georgia, to hrther reduce 
nitrogen oxide emissions. The NOx SIP Call is not applicable to Florida. Total capital costs to meet the requirements of the final rule 
under the NOx SIP Call in North Carolina and South Carolina could reach approximately $355 million at PEC, of which 
approximately $336 million has been incurred through December 3 1, 2005. This amount also includes the cost to install NOx controls 
under North Carolina's and South Carolina's programs to comply with the federal eight-hour ozone standard. However, further 
technical analysis and rulemaking may result in requirements far additional controls at some units. Increased O&M expenses relating 
to the NOx SIP Call are not expected to be material to our or PEC's results of operations. 

Parties unrelated to us have undertaken efforts to have Georgia excluded from the rule and its requirements. Georgia has not yet 
submitted a state implementation plan to comply with the Section 110 NOx SIP Call. The outcome of this matter and the impact to ow 
nomegulated operations in Georgia cannot be predicted. 

CLEAN SMOKESTACKS ACT 

In June 2002, the Clean Smokestacks Act was enacted in North Carolina requiring the state's electric utilities to reduce the emissions 
of NOx and SO2 from their North Carolina coal-fired power plants in phases by 2013. PEC currently has approximately 5,100 MW of 
coal-fired generation capacity in North Carolina that is affected by the Clean Smokestacks Act. In April 2005, PEC filed its annual 
estimate with the NCUC of the total capital expenditures to meet emission targets for NOx and SOz from coal-fired plants under the 
Clean Smokestacks Act of approximately $895 million. We now project that our total capital expenditures to meet these emission 
targets will be in a range of approximately $1.1 billion to $1.4 billion by the end of 20 13, of which approximately $286 million has 
been spent through December 3 1, 2005. This increase is primarily due to the higher cost and revised quantities of construction 
materials, such as concrete and steel, refinement of cost and scope estimates for the current projects, and increases in the estimated 
inflation factor applied to future project costs. We are evaluating various design, technology, and new generation options that could 
materially reduce the expenditures required by the Clean Smokestacks Act. 

Two of the coal-fired generation plants impacted by the Clean Smokestacks Act are jointly owned. The joint owners pay their 
ownership share of construction costs. In 2005, PEC entered into a contract with the joint owner of certain facilities at the Mayo and 
Roxboro pIants to limit their aggregate costs associated with capital expenditures to comply with the Clean Smokestacks Act to 
approximately $38 million. PEC recognized a $16 million liability in the fourth quarter of 2005, based upon the current estimate for 
Clean Smokestacks Act compliance. As capital cost projections change, it is reasonably possible that additional losses, which could be 
material, may be incurred in the future. 
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The Clean Smokestacks Act also freezes the utilities' base rates for five years, which ends in 2007, unless there are extraordinary 
events beyond the control of the utilities or unless the utilities persistently earn a return substantially in excess of the rate of return 
established and found reasonable by the NCUC in the utilities' last general rate case. The Clean Smokestacks Act requires PEC to 
amortize $569 million, representing 70 percent of the original cost estimate of $8 13 million, during the five-year rate freeze period. 
PEC r e c o w e d  amortization of $147 million, $174 million and $74 million for the years ended December 3 1,2005,2004 and 2003, 
respectively, and has recognized $395 million in cumulative amortization through December 3 I ,  2005. The remaining amortization 
requirement of $174 million will be recorded over the two-year period ending December 31, 2007. The Clean Smokestacks Act 
permits PEC the flexibility to vary the amortization schedule for recording of the compliance costs from none up to $174 million per 
year. The NCUC will. hold a hearing prior to December 31,2007, to determine cost recovery amounts for 2008 and future periods. 

Pursuant to the Clean Smokestacks Act, PEC entered into an agreement with the state of North Carolina to transfer to the state certain 
NOx and SO2 emissions allowances that result from compliance with the collective NOx and SO, emissions limitations set out in the 
Clean Smokestacks Act. The Clean Smokestacks Act also required the state to undertake a study of mercury and COz emissions in 
North Carolina. O&M expenses will significantly increase due to the additional personnel, materials and general maintenance 
associated with the equipment. O&M expenses are recoverable through base rates, rather than as part of this program. The future 
regulatory interpretation, implementation or impact of the Clean Smokestacks Act cannot be predicted. 

CLEAN AIR INTERSTATE RULE (CAIR) AND MERCURY R ULE 

On March 10, 2005, the EPA issued the final CAIR. The EPA's rule requires 28 states, including North Carolina, South Carolina, 
Georgia and Florida, and the District of Columbia to reduce NOx and SO2 emissions in order to reduce levels of fine particulate matter 
and impacts to visibility. The CAIR sets emission limits to be met in two phases beginning in 2009 and 2015, respectively, for NOx 
and beginning in 2010 and 2015, respectively, for SO, 

PEF has joined a coalition of Florida utilities that has filed a challenge to the CAIR as it applies to Florida. A petition for 
reconsideration and stay and a petition for judicial review of the CAIR were filed on July 11, 2005. On October 27, 2005, the DC 
Circuit Court issued an order granting the motion for stay of the proceedings. On December 2, 2005, the EPA announced a 
reconsideration of four aspects of the CAIR, including its applicability to Florida. While we consider it unlikely that this challenge 
would eliminate the compliance requirements of the CAIR, it could potentially reduce or delay our costs to comply with the CAIR. 
The outcome of this matter cannot be predicted. 

On March 15, 2005, the EPA finalized two separate but related rules: the Clean Air Mercury Rule (CAMR) that sets emissions limits 
to be met in two phases beginning in 201 0 and 20 18, respectively, and encourages a cap and trade approach to achieving those caps, 
and a de-listing rule that eliminated any requirement to pursue a maximum achievable control technology (MACT) approach for 
limiting mercury emissions from coal-fued power plants. NOx and SOz controls also are effective in reducing mercury emissions. 
However, according to the EPA the second phase cap reflects a level of mercury emissions reduction that exceeds the level that would 
be achieved solely as a co-benefit of controlling NOx and SO, under CAIR. 

The de-listing rule has been challenged by a number of parties; the resolution of the challenges could impact our final compliance 
plans and costs. On October 21, 2005, the EPA announced a reconsideration of the CAMR. The outcome of this matter cannot be 
predicted. 

In conjunction with the proposed mercury rule, the EPA proposed a MACT standard to regulate nickel emissions from residual oil- 
fired units. The EPA withdrew the proposed nickel rule in March 2005. 

We are in the process of determining compliance plans and the cost to comply with the CAIR and CAMR. Installation of additional air 
quality controls is likely to be needed to meet the CAIR and the CAMR requirements. Compliance costs at PEF are eligible for 
consideration for recovery through the ECRC. The outcome of future petitions for recovery through the ECRC cannot be predicted. 
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The air quality controls needed to meet compliance with the NOx SIP Call and Clean Smokestacks Act will reduce the costs to meet 
the CAIR requirements for our North Carolina units at PEC. We currently estimate the total additional compliance costs related to 
CAIR for PEC could be in a range of approximately $100 million to $200 million. We will continue to review these estimates as 
compliance plans are further developed. The timing and extent of the costs for future projects will depend upon the final compliance 
strategy. 

We expect PEF to incur significant additional capital and O&M expenses to acheve compliance with the CAIR and CAMR through 
2018. We currently estimate the total compliance costs for PEF could be as much as approximately $1.4 billion, of which 
approximately $2 million has been incurred though December 31, 2005. We will continue to review these estimates as compliance 
plans are further developed. The timing and extent of the costs for future projects will depend upon the final compliance strategy. We 
are evaluating various design, technology, and new generation options that could reduce change PEF's costs required by the CAIR and 
CAMR. 

On October 14, 2005, the FPSC approved PEF's petition for the recovery of costs associated with the development and 
implementation of an integrated strategy to comply with the CAIR and CAMR through the ECRC. PEF is developing an integrated 
compliance strategy for the CAIR and CAMR rules because NOx and SOz contfols are effective in reducing mercury emissions. 
Program costs for 2005 were approximately $2 million for preliminary engineering activities and strategy development work 
necessary to determine OUT integrated compliance strategy. PEF currently projects to spend approximately $5 1 million in capital costs 
to comply with the CAIR and CAMR programs in 2006. These costs may increase or decrease depending upon the results of the 
engineering and strategy development work, Among other thmgs; subsequent rule interpretations, equipment availability, or the 
unexpected acceleration of the initial NOx or other compliance dates could require acceleration of some projects and therefore result 
in additional costs in 2006. 

CLEAN AIR VISIBILITY R ULE 

On June 15, 2005, the EPA issued the final Clean Air Visibility Rule (CAVR). The EPA's rule requires states to identify facilities, 
including power plants, built between 1962 and 1977 with the potential to produce emissions that affect visibility in 156 specially 
protected areas. To help restore visibility in those areas, states must require the identified facilities to install Best Available Retrofit 
Technology (BART) to control their emissions. Depending on the approach taken by the states, the reductions associated with BART 
would begin to take effect in 2014. CAVR included EPA's determination that compliance with the NOx and SOz requirements of 
CAIR may be used by states as a BART substitute. We expect that our compliance plans to comply with the CAIR and the CAMR 
will fulfill BART obligations, but the states could require the installation of additional air quality controls if they do not acheve 
reasonable progress on improving visibility. The outcome of this matter cannot be predicted. 

NORTH CAROLINA ATTORNEY GENERAL PETITION WNDER SECTION126 OF THE CLEANAIR ACT 

In March 2004, the North Carolina Attorney General filed a petition with the EPA, under Section 126 of the Clean Air Act, asking the 
federal government to force coal-fired power plants in 13 other states, including South Carolina, to reduce their NOx and SOz 
emissions. The state of North Carolina contends these out-of-state emissions interfere with North Carolina's ability to meet national air 
quality standards for ozone and particulate matter. On August 1, 2005, the EPA issued a proposed response denying the petition. The 
EPA's rationale for denial is that compliance with CAIR will reduce the emissions from surroundmg states sufficiently to address 
North Carolina's concerns. The EPA must take final action by March 15,2006. The outcome of ths  matter cannot be predicted. 

NATIONAL AMBIENT AIR QUALITY STANDARDS (NAAQS) 

On December 21, 2005, the EPA announced proposed changes to the NAAQS for particulate matter. The EPA proposed to Iower the 
24-hour standard for particulate matter less than 2.5 microns in diameter from 65 micrograms per cubic meter to 35 micrograms per 
cubic meter. In addition, the EPA proposed to establish a new 24-hour standard of 70 micrograms per cubic meter for particulate 
matter that is between 2.5 and 10 microns in diameter. The EPA also proposed to eliminate the current standards for particulate matter 
less than 10 microns in diameter. The EPA is scheduled to finalize the standards by September 27,2006. The changes could ultimately 
result in increased costs for installation of additional pollution controls at facilities operated by PEC and PEF. The outcome of this 
matter cannot be predicted. 
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C. Water Quality 

As a result of the operation of certain control equipment needed to address the air quality issues outlined above, new wastewater 
stream may be generated at the affected facilities. Integration of these new wastewater stream into the existing wastewater treatment 
processes may result in permitting, construction and treatment requirements imposed on the Utilities in the immediate and extended 
future. 

Section 3 16(b) of the Clean Water Act requires assessment of the environmental effect of withdrawal of water at our facilities. We are 
conducting studies and currently estimate that total compliance costs through 2010 to meet Section 316(b) requirements of the Clean 
Water Act will be approximately $70 million to $95 million, of which an immaterial amount has been incurred through December 3 I ,  
2005. The range includes approximately $5 million to $10 million at PEC and approximately $65 nillion to $85 million at PEF. 

The majority of compliance costs associated with water quality requirements for PEF are eligible for consideration for recovery 
through the ECRC. The outcome of fbture petitions for recovery through the ECRC cannot be predicted. 

D. Other Environmental Matters 

GLOBAL CLIMA TE CHANGE 

The Kyoto Protocol was adopted in 1997 by the United Nations to address global climate change by reducing emissions of CO, and 
other greenhouse gases. The treaty went into effect on February 16, 2005. The United States has not adopted the Kyoto Protocol, and 
the Bush administration has stated it favors voluntary programs. There are proposals to address global climate change that would 
regulate CO, and other greenhouse gases. Reductions in COz emissions to the levels specified by the Kyoto Protocol and some 
additional proposals could be materially adverse to our financial position or results of operations if associated costs of control or 
limitation cannot be recovered from customers. We have articulated principles that we believe should be incorporated into any global 
climate change policy. Whle the outcome of this matter cannot be predicted, we are taking voluntary action on this important issue as 
part of our commitment to environmental stewardship and responsible corporate citizenship. 

In a decision issued July 15, 2005, a three-judge panel of the US. Court of Appeals for the District of Columbia Circuit denied 
petitions for review filed by several states, cities and organizations seeking the regulation by the EPA of CO, emissions under the 
Clean Air Act. In a 2-1 decision, the court held that the EPA administrator properly exercised his discretion in denying the request for 
regulation. Officials from five states and the District of Columbia asked the full U.S. Cowt of Appeals for the D.C. Circuit to review 
the decision made by the three-judge panel. On December 2, 2005, the US .  Court of Appeals denied the request for rehearing. On 
March 2, 2006, the petitioners filed a petition for writ of certiorari with the US.  Supreme Court, seeking a review of the U.S. Court of 
Appeals decision. The outcome of ths  matter cannot be predicted. 

In 2005, we initiated a study to assess the impact of constraints on C02 and other air emissions. We plan to issue thu report by March 
3 1,2006. While we participate in the development of a national climate change 

199 



policy framework, we will continue to actively engage others in OUT region to develop consensus-based solutions, as we did with the 2002 North Carolina Clean 
Smokestacks Act. 
23. COMMITMENTS AND CONTINGENCIES 

A. Purchase Obligations 

At December 3 1 ,  2005, the following table reflects contractual cash obligations and other commercial commitments in the respective 
periods in which they are due: 

Progress Energy 

(in millions) 2006 2007 2008 2009 2010Thereafter 

Purchased power 471 477 448 414 364 4,308 
Construction 74 
obligations 28 
Other purchase 89 90 76 64 41 232 
ohlipations - - -_ - - - - -_- 

Total $3;420 $2,882 $ 1,555 $ 1,173 $ 673 $ 5,705 

(in millions') 2006 2007 2008 2009 20lOThereafter 
Fuel $ 881 $849 $443 $304 $151 $ 593 
Purchased power 124 122 85 86 43 508 

(in millions) 2006 2007 2008 2009 2010Thereafter 

0 ther purchase 34 36 32 43 19 74 
obli gati on s 

0- - - -  - -  - - _ _  

Total $996 $963 $738 $636 $444 $4,446 

FUEL AND PURCHASED POWER 

Through our subsidiaries, we have entered into various long-term contracts for coal, oil, gas and nuclear fuel. Our payments under 
these commitments were $3.070 billion, $2.033 billion and $1 A45 billion for 2005,2004 and 2003, respectively. PEC's total payments 
under these commitments for its generating plants were $964 million, $477 million and $562 million in 2005, 2004 and 2003, 
respectively. PEF's payments totaled $505 million, $375 million and $209 million in 2005,2004 and 2003, respectively. 

Both PEC and PEF have ongoing purchased power contracts with certain cogenerators (qualifying facilities or QFs) with expiration 
dates ranging from 2006 to 2025. These purchased power contracts generally provide for capacity and energy payments. 

Pursuant to the terms of the 198 1 Power Coordination Agreement, as amended, between PEC and Power Agency, PEC is obligated to 
purchase a percentage of Power Agency's ownership capacity of, and energy from, Harris. In 1993, PEC 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, PEC increased the amount of capacity and energy purchased from Power Agency's ownershrp interest in 
Harris, and the buyback period was extended six years though 2007. The estimated minimum annual payments for these purchases, 
which reflect 
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capacity and energy costs, total approximately $34 million. These contractual purchases totaled $37 million, $39 million and $36 million for 2005, 2004 and 2003, 
respectively. 

PEC has a long-term agreement for the purchase of power and related transmission services from Indiana Michigan Power Company's 
Rockport Unit No. 2 (Rockport). The agreement provides for the purchase of 250 MW of capacity through 2009 with estimated 
minimum annual payments of approximately $44 million, representing capital-related capacity costs. Total purchases (including 
energy and transmission use charges) under the Rockport agreement amounted to $71 million, $62 million and $66 million for 2005, 
2004 and 2003, respectively. 

PEC executed two long-term agreements for the purchase of power from Broad Rxver LLC's Broad River facility (Broad River). One 
agreement provides for the purchase of approximately 500 MW of capacity through 2021 with an original minimum annual payment 
of approximately $ I6 million, prh"aily representing capital-related capacity costs. The second agreement provided for the additional 
purchase of approximately 335 MW of capacity through 2022 with an original minimum annual payment of approximately $16 
million representing capital-related capacity costs. Total purchases for both capacity and energy under the Broad River agreements 
amounted to $44 million, $42 million and $37 million in 2005, 2004 and 2003, respectively. 

PEC has various pay-for-performance contracts with QFs for approximately 354 MW of capacity expiring at various times through 
2014. Payments for both capacity and energy are contingent upon the QFs' ability to generate. Payments made under these contracts 
were $1 12 million in 2005, $90 million in 2004 and $1 13 million in 2003. 

PEF has long-term contracts for approximateIy 489 Mw of purchased power with other utilities, including a contract with The 
Southern Company for approximately 414 MW of purchased power annually through 2015. Total purchases, for both energy and 
capacity, under these agreements amounted to $175 million, $128 million and $126 million for 2005, 2004 and 2003, respectively. 
Minimum purchases under these contracts, representing capital-related capacity costs, are approximately $64 million annually through 
2009, $54 million for 2010 and $38 million annually thereafter through 2015. 

PEF has ongoing purchased power contracts with certain QFs for 812 MW of capacity with expiration dates ranging from 2006 to 
2025. 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 percent of the generating 
capacity of each of the facilities. All commitments have been approved by the FPSC. Total capacity purchases under these contracts 
amounted to $262 million, $247 million and $244 million for 2005, 2004 and 2003, respectively. At December 3 1, 2005, minimum 
expected fbture capacity payments under these contracts were $279 million, $289 million, $297 million, $262 million and $267 
million for 2006 through 2010, respectively, and $3.6 billion thereafter. 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. 

On December 2, 2004, PEF entered into precedent and related agreements with Southern Natural Gas Company (SNG), Florida Gas 
Transmission Company (FGT), and BG LNG Services, LLC for the supply of natural gas and associated firm pipeline transportation 
to augment PEF's gas supply needs for the period from May 1, 2007, to April 30, 2027. The total cost to PEF associated with the 
agreements is approximately $4.0 billion. The transactions are subject to several conditions precedent, some of which have been 
satisfied, which include obtaining the FPSC's approval of the agreements, the completion and commencement of operation of the 
necessary related expansions to 2 " ' s  and FGT's respective natural gas pipeline systems, and other standard closing conditions. Due 
to the conditions in the agreements, the estimated costs associated with these agreements are not included in the contractual cash 
obligations table above. 

In January 2006, PEF entered into a conditional contract with Gulfstream Gas System, L.L.C. (Gulfstream) for frrn pipeline 
transportation capacity to augment PEF's gas supply needs for the period from September 1, 2008 through December 3 1, 203 1. The 
total cost to PEF associated with this agreement is approximately $1.0 billion. The transaction is subject to several conditions 
precedent, including the completion and commencement of operation of the necessary related expansions to Gulfstream's natural gas 
pipeline system, and other standard closing conditions. 
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Due to the timing of this agreement the estimated costs associated with th s  agreement are not included in the contractual cash 
obligations table above. 

CONSTRUCTION OBLIGA TIONS 

We have purchase obligations related to various capital construction projects. Our total payments under these contracts were $91 
million, $108 million and $158 million for 2005, 2004 and 2003, respectively. At December 31, 2005, PEC has no construction 
obligations. Total purchases by PEC under various combustion turbine construction obligations were $5 million and $21 million for 
2004 and 2003, respectively. PEC did not have any purchases related to construction obligations in 2005. PEF has purchase 
obligations related to various plant capital projects at the Hines Energy Complex. Total payments under PEF's contracts were $91 
million, $102 million and $137 million for 2005, 2004 and 2003, respectively. PEF's future obligations under these contracts are $74 
million for 2006 and $28 million for 2007, 

OTHER PURCHASE OBLIGATIONS 

We have entered into various other contractual obligations primarily related to service contracts for operational services entered into 
by PESC, parts and services contracts, and a PEF service agreement related to the Hines Energy Complex. Ow payments under these 
agreements were $97 million, $58 million and $3 1 million for 2005,2004 and 2003, respectively. 

On December 31, 2002, PEC and PVI entered into a contractual commitment to purchase at least $11 million and $4 million, 
respectively, of capital parts by December 31, 2010. During 2005, 2004 and 2003, no capital parts have been purchased under this 
contract. 

PEC has various purchase obligations related to reactor vessel head replacements, power uprates and spent fuel storage. Total 
purchases under these contracts were $13 million for 2005, $17 million for 2004 and $3 million for 2003. Future purchase obligations 
are $7 million for 2006. 

PEF has long-term service agreements for the Hines Energy Complex. Total payments under these contracts were $8 million, $1 I 
million and $3 million for 2005, 2004 and 2003, respectively. Future obligations under these contracts are $14 million, $1 I million, 
$16 million, $14 million and $19 million for 2006 through 20 10, respectively, with approximately $74 million payable thereafter. 

PEF has various purchase obligations and contractual commitments related to the purchase and replacement of machery .  Total 
payments under these contracts were $34 million for 2005. Future obligations under these contracts are $20 million and $25 million in 
2006 and 2007, respectively, and $6 million in 2008 and 2009. 

PVI has purchase obligations with two counterparties for pipeline capacity through 2018 and 2028. Payments under these agreements 
were $15 million, $13 million and $6 million for 2005, 2004 and 2003, respectively. Future obligations under these contracts are 
approximately $16 million for 2006 through 20 10 and approximately $1 17 million payable thereafter. 

B. Leases 

We lease office buildings, computer equipment, vehicles, railcars 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 miIeage. These 
contingent rentals are not sigmficant. Our rent expense under operating leases totaled $48 million, $57 million and $54 million for 
2005,2004 and 2003, respectively. Our purchased power expense under agreements classified as operating leases were approximately 
$14 million in 2005, $25 milIion in 2004 and $5 million in 2003. 

PEC's rent expense under operating leases totaled $24 million for 2005 and $20 million for 2004 and 2003. These amounts include 
rent expense allocated from PESC of $7 million for 2005 and $10 million for 2004 and 2003. Purchased power expense under 
agreements classified as operating leases were approximately $1 € million during 2005, $25 million during 2004 and $5 million during 
2003. 

PEF's rent expense under operating leases totaled $1 1 million, $14 million and $17 million during 2005, 2004 and 2003, respectively. 
These amounts include rent expense allocated from PESC to PEF of $7 million for 2005 and $10 million for 2004 and 2003. 
Purchased power expense under agreements classified as operating leases was approximately $3 million during 2005, 
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Assets recorded under capital leases at December 3 1 consisted of  
~~ 

Progress PEC 
Energy 

2005 2004 2005 2004 (in millions) 

EauiDment and other 27 2 - 
L *  

- 

Less: Accumulated 
amortization 
Total $45  $21 $18 $ I9 

At December 3 1 , 2005, minimum annual payments, excluding executory costs such as property taxes, insurance and maintenance, 
under long-term noncancelable operating and capital leases were: 

Prowess Energy pEF 
(in millions) Capital Operating Capital Operating Capital Operating 

2007 4 88 2 31 45 ~ 

2008 4 88 3 31 48 
2009 4 85 2 30 47 
2010 4 71 3 18 47 
Thereafter 21 298 14 158 102 ~~ 

41, $706 26 $304  $314 
Less amount representing imputed (12) 
interest 
Present value of net minimum 
lease 
payments under capital leases $ 2 9  s 19 $ -  

In 2003, we entered into a new operating lease for a building, for which minimum annual rental payments are included in the table 
above. The lease terms provide for no rental payments during the last 15 years of the lease, during which period $53 million of rental 
expense will be recorded in the Consolidated Statements of Income. 

In 2005, PEF entered into an agreement for a new capital lease beginning in 2007 for a building that is currently under construction. 
The lease calls for annual payments of approximately $6 million from 2007 through 2026 for a total of approximately $110 million. 
The lease term provides for no payments during the last 20 years of the lease. 

Excluding the Utilities, we are also a lessor of land, buildings and other types of properties we own 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 for 2006 through 20 10 are approximately $40 
million, $24 million, $17 million, $13 million and $4 million, respectively, with $24 million receivable thereafter. Rents received 
under these operating leases totaled $66 million, $60 million and $45 million for 2005, 2004 and 2003, respectively. 

The Utilities are lessors of electric poles, streetlights and other facilities. PEC's minimum rentals under noncancelable leases are $10 
million for 2006 and none thereafter. Rents received are contingent upon usage and totaled $3 1 million, $32 million and $3 I million 
for 2005, 2004 and 2003, respectively. 
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PEF’s rents received are based on a fixed minimum rental where price vanes by type of equipment and totaled $63 million for 2005 and 2004 and $56 million for 2003. 
Minimum rentals receivable (excluding streetlights) under noncancelable Ieases for 2006 is $5 million and none thereafter. Streetlight rentals were $42 million, $40 
million and $38 million for 2005,2004 and 2003, respectively. Future streetlight rentals would approximate 2005 revenues. 

C. Guarantees 

As a part of normal business, we enter into various agreements providing future financial or perfonnance assurances to third parties, 
which are outside the scope of FASB Interpretation No. 45, “Guarantor’s Accounting and Disclosure Requirements for Guarantees, 
Including Indirect Guarantees of Indebtedness of Others” (FIN No. 45). These agreements are entered into primarily to support or 
enhance the creditworthiness otherwise attributed to Progress Energy or our subsidiaries on a stand-alone basis, thereby facilitating the 
extension of sufficient credit to accomplish the subsidiaries‘ intended commercial purposes (See Note 19). Our guarantees include 
performance obligations under power supply agreements, tolling agreements, transmission agreements, gas agreements, fuel 
procurement agreements and trading operations. Our guarantees also include standby letters of credit, surety bonds and guarantees in 
support of nuclear decommissioning. At December 3 1, 2005, we do not believe conditions are likely for significant perfonnance under 
these guarantees. To the extent liabilities are incurred as a result of the activities covered by the guarantees, such liabilities are 
included in the accompanying Balance Sheets. 

At December 3 1, 2005, we have issued guarantees and indemnifications of certain legal, tax and environmental matters to third parties 
in connection with sales of businesses and for timely payment of obligations in support of our nonwholly owned synthetic fuel 
operations. Related to the sales of businesses, the notice period extends until 2012 for the majority of matters provided for in the 
indemnification provisions. For matters for which we receive timely notice, our indemnity obligations may extend beyond the notice 
period. Certain environmental indemnifications have no limitations as to time or maximum potential future payments. Other 
guarantees and indemnifications have an estimated maximum exposure of approximately $152 million. Additionally, in 2005 PEC 
entered into a contract with the joint owner of certain facilities at the Mayo and Roxboro plants to limit their aggregate costs 
associated with capital expenditures to coniply with the Clean Smokestacks Act and recognized a $16 million liability related to this 
indemnification (See Note 22B). At December 3 1, 2005, we have recorded liabilities related to guarantees and indemnifications to 
third parties of approximately $41 million. As current estimates change, it is possible that additional losses related to guarantees and 
indemnifications to third parties, which could be material, may be recorded in the future. 

In addition, the Parent has issued $300 million of guarantees of certain payments of two wholly owned indirect subsidiaries (See Note 
24). 

D. Other Commitments and Contingencies 

1. Spent Nuclear Fuel Matters 

Pursuant to the Nuclear Waste Policy Act of 1982, the predecessors to the Utilities entered into contracts with the DOE under which 
the DOE agreed to begin taking spent nuclear fuel by no later than January 3 1, 1998. All similarly situated utilities were required to 
sign the same standard contract. 

The DOE failed to begin taking spent nuclear fuel by January 31, 1998. In January 2004, the Utilities filed a complaint in the United 
States Court of Federal Claims against the DOE, claiming that the DOE breached the Standard Contract for Disposal of Spent Nuclear 
Fuel by failing to accept spent nuclear fuel from our various facilities on or before January 31, 1998. Our damages due to the DOE’S 
breach will be significant, but have yet to be determined. Approximately 60 cases involving the govemment’s actions in connection 
with spent nuclear fuel are currently pending in the Court of Federal Claims. 

The DOE and the Utilities have agreed to a stay of the lawsuit, including discovery. The parties agreed to, and the trial court entered, a 
stay of proceedings, in order to allow for possible efficiencies due to the resolution of legal and factual issues in previously filed cases 
in which similar claims are being pursued by other plaintiffs. These issues may include, among others, so-called “rate issues,” or the 
minimum mandatory schedule for the acceptance of spent 
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nuclear fuel and high-level waste by which the government was contractually obligated to accept contract holders' spent nuclear fuel and/or high-level waste, and issues 
regarding recovery of damages under a partial breach of contract theory that will be alleged to occur in the future. These issues have been or are expected to be 
presented in the trials or appeals that are currently scheduled to occur during 2006. Resolution of these issues in other cases could facilitate agreements by the parties in 
the Utilities' lawsuit, or at a minimum, inform the court of decisions reached by other courts if they remain contested and require resolution in this case. In July 2005, 
the parties jointly requested a continuance of the stay through December 15, 2005, which the trial court granted. Subsequently, the trial court continued the stay until 
March 17,2006. 

In July 2002, Congress passed an override resolution to Nevada's veto of the DOE'S proposal to locate a permanent underground 
nuclear waste storage facility at Yucca Mountain, Nev. In January 2003, the state of Nev.; Clark County, Nevada; and Las Vegas 
petitioned the U.S. Court of Appeals for the District of Columbia Circuit for review of the Congressional override resolution. These 
same parties also challenged the EPA's radiation standards for Yucca Mountain. On July 9, 2004, the Court rejected the challenge to 
the constitutionality of the resolution approving Yucca Mountain, but ruled that the EPA was wrong to set a 10,000-year compliance 
period in the radiation protection standard. In August 2005, the EPA issued new proposed standards. The proposed standards include a 
1,000,000-year compliance period in the radiation protection standard. Comments were due November 21, 2005, and are being 
reviewed by the EPA. The EPA has not scheduled a date for issuance of revised proposed standards. The DOE originally planned to 
submit a license application to the NRC to construct the Yucca Mountain facility by the end of 2004. However, in November 2004, 
the DOE announced it would not submit the license application until mid-2005 or later. The DOE did not submit the license 
application in 2005 and has not provided a new target date for submission of the license application. Congress approved $450 million 
for fiscal year 2006 for the Yucca Mountain project, approximately $201 million less than requested by the DOE. The DOE has 
acknowledged that a working repository will not be operational until sometime after 2010, but the DOE has not identified a new target 
date. The Utilities cannot prehct the outcome of this matter. 

On February 27, 2004, PEC requested to have its license for the Independent Spent Fuel Storage Installation at Robinson extended by 
20 years with an exemption request for an additiona1 20-year extension. Its current license expires in August 2006 and on March 30, 
2005, the NRC issued a 40-year license renewal. 

With certain modifications and additional approval by the NRC, including the installation of onsite dry storage facilities at Robinson 
and Brunswick, PEC's spent nuclear fuel storage facilities will be sufficient to provide storage space for spent fuel generated on PEC's 
system through the expiration of the operating licenses for all of PEC's nuclear generating units. 

With certain modifications and additional approval by the NRC, including the installation of onsite dry storage facilities at PEF's 
nuclear unit, CR3, PEF's spent nuclear fuel storage facilities will be sufficient to provide storage space for spent fuel generated on 
PEF's system though the expiration of the operating license for CR3. 

2, Synthetic Fuel Matters 

Through our subsidiaries, we are a majority owner in five entities and a minority owner in one entity that own facilities that produce 
coal-based solid synthetic fuel as defmed under Section 29 of the Code (Section 29). The production and sale of the synthetic fuel 
from these facilities qualify for tax credits under Section 29/45K if certain requirements are satisfied, including a requirement that the 
synthetic fuel differs significantly in chemical composition from the coal used to produce such synthetic fuel and that the fuel was 
produced from a facility that was placed in service before July 1, 1998. Qualifying synthetic fuel facilities entitle their owners to 
federal income tax credits based on the barrel of oil equivalent of the synthetic fuel produced and sold by these plants. 

On August 8, 2005, the Energy Policy Act of 2005 (EPACT) was signed into law. This new federal law contains key provisions 
affecting the electric power industry, including the redesignation of the Section 29 tax credit as a general business credit under Section 
45K of the Code (Section 45K). The previous amount of Section 29 tax credits that we were allowed to claim in any calendar year 
through December 31, 2005, was limited by the amount of our regular federal income tax liability. Section 29 tax credit amounts 
allowed but not utilized are currently carried forward indefinitely as deferred alternative minimum tax credits. The redesignation of 

a Section Section 29 tax credits as 





45K general business credit was effective an January 1,2006, and removes the regular federal income tax liability limit on synthetic fuel production and subjects the 
credits to a 20-year carry forward period. This provision would allow us to produce synthetic fuel to a higher level than we have historically produced should we choose 
to do so. 



Total Section 29 credits generated through December 31, 2005 (including those generated by Florida Progress prior to our 
acquisition), are approximately $1.7 billion, of whch $8 19 million has been used to offset regular federal income tax liability and 
$922 million is being carried forward as deferred alternative minimum tax credits. The current synthetic fuel tax credit program 
expires at the end of 2007. 

IRS PROCEEDINGS 

In July 2004, we were notified that the IRS field auditors anticipated taking an adverse position regarding the placed-in-service date of 
the Earthco facilities. On October 29, 2004, we received the IRS field auditors' preliminary report concluding that the Earthco 
facilities had not been placed in service before July 1, 1998, and proposing that the tax credits generated by those facilities be 
disallowed. 

During October 2005, we and the IRS field auditors filed briefs with the National Office for the purpose of receiving technical advice 
on whether our Earthco facilities were placed in service prior to July 1, 1998, in order to determine if our synthetic fuel tax credits are 
allowable under Section 29 of the Internal Revenue Code. During February 2006, the IRS field auditors verbally informed us that the 
IRS National Office concluded that our four Earthco synthetic fuel facilities met the placed-in-service requirement. The IRS field 
auditors also indicated that, once they receive written confirmation of the National Office's conclusion, the IRS field auditors will 
close their audit without any disallowance of tax credits. On February 28, 2006, we received our copy of the National Office Technical 
Advice Memorandum that concludes that the Earthco facilities met the placed-in-service requirement. 

PERMANENT SUBCOMMITTEE 

In October 2003, the United States Senate Permanent Subcommittee on Investigations began a general investigation concerning 
synthetic fuel tax credits claimed under Section 29. The investigation is examining the utilization of the credits, the nature of the 
technologies and fkels created, the use of the synthetic fuel and other aspects of Section 29 and is not specific to our synthetic fuel 
operations. Progress Energy provided information in connection with this investigation. We cannot predict the outcome of t h s  matter. 

IMPACT OF CRUDE OIL PRICES 

Although the Section 29/45K tax credit program is expected to continue through 2007, recent market conditions, world events and 
catastrophic weather events have increased the volatility and level of oil prices that could limit the amount of those credits or eliminate 
them entirely for the years following 2005. This possibility is due to a provision of Section 29 that provides that if the average 
wellhead price per barrel for unregulated domestic crude oil for the year (the Annual Average Price) exceeds a certain threshold price 
(the Threshold Price), the amount of Section 29/45K tax credits is reduced for that year. Also, if the Annual Average Price increases 
high enough (the Phase-out Price), the Section 29/45K tax credits are eliminated for that year. The Threshold Price and the Phase-out 
Price are adjusted annually for inflation. Synthetic fuel is not economical to produce absent the associated tax credits. 

If the Annual Average Price falls between the Threshold Price and the Phase-out Price for a year, the amount by which Section 
29145K tax credits are reduced will depend on where the Annual Average Price falls in that continuum. For example, for 2004, the 
Threshold Price was $5 1.35 per barrel and the Phase-out Price was $64.47 per barrel. If the Annual Average Price had been $57.9 1 per 
barrel, there would have been a 50 percent reduction in the amount of Section 29 tax credits for that year. 

The secretary of the Treasury calculates the Annual Average Price based on the Domestic Crude Oil First Purchases Prices published 
by the Energy Information Agency (EIA). Because the EL4 publishes its information on a three-month lag, the secretary of the 
Treasury finalizes the calculations three months after the year in question ends. Thus, the Annual Average Price for calendar year 
2005 is expected to be published in early April 2006. 

205 



We estimate that the 2005 Threshold Price will be approximately $52 per barrel and the Phase-out Price will be approximately $65 per 
banel, based on an estimated 2005 inflation adjustment. The monthly Domestic Crude Oil First Purchases Price published by the EIA 
has recently averaged approximately $5 lower than the corresponding monthly New York Mercantile Exchange (NYMEX) settlement 
price for light sweet crude oil. Through December 31, 2005, the average NYMEX contract settlement price for light sweet crude oil 
was $55 per barrel. Assuming that the $5 average differential between the Domestic Crude Oil First Purchases Price published by the 
EIA and the NYMEX settlement price continued through December 31, 2005, we do not currently believe that the 2005 Annual 
Average Price will cause a phase-out of the synthetic fuel tax credits in 2005. 

We estimate that the 2006 Threshold Price will be approximately $52 per barrel and the Phase-out Price will be approximately $66 per 
barrel, based on estimated inflation adjustments for 2005 and 2006. The monthIy Domestic Crude Oil First Purchases Price published 
by the EIA has recently averaged approximately $5 lower than the corresponding monthly " M E X  settlement price for light sweet 
crude oil. As of January 31, 2006, the average NYMEX futures price for light sweet crude oil for calendar year 2006 was $69 per 
barrel. Based upon the estimated 2006 Threshold Price and Phase-out Price, if oil prices for 2006 remained at the January 3 1, 2006, 
average htures price level of $69 per barrel for the entire year in 2006, we currently estimate that the synthetic fuel tax credit amount 
for 2006 would be reduced by approximately 75 percent to 85 percent. Therefore, the estimated value of 2006 tax credits of 
approximately $27 per ton would be reduced to approximately $4 to $7 per ton for any synthetic fuel produced in 2006. 

In November 2005, the U.S. Senate passed Senate Bill 2020, The Tax Relief Act of 2005, whch includes proposed modifications to 
the Section 29/45K synthetic fuel tax credit program This legislation would provide synthetic fuel producers with additional certainty 
around future synthetic fuel production decisions. The proposed modifications include amendments of the phase-out calculation and 
the annual inflation adjustment for the value of the synthetic fuel tax credits. Under Senate Bill 2020, the Annual Average Price, 
Threshold Price and the Phase-out Price for 2006 and 2007 would be based on the calculated amounts for the previous calendar year. 
In addition, the annual inflation adjustment for the synthetic fuel tax credits for 2005, 2006 and 2007 would be eliminated. The US .  
House version of the Tax Reconciliation bill does not include these same provisions. The differences in the Senate and House versions 
of the bill will be reconciled in conference. We cannot predict with any certainty the likelihood of this legislation passing. 

As noted above, we do not currently believe that the 2005 Annual Average Price will cause a phase-out of the synthetic fuel tax credits 
related to synthetic fuel production in 2005. Therefore, if the provisions of Senate Bill 2020 regarding changes to the Section 29/45K 
synthetic fuel tax credit program were enacted into law, there would be no phase-out of these tax credits in calendar year 2006. 
However, we cannot predict with any certainty the price of oil for 2006 or 2007 and, therefore, we cannot predict what impact, if any, 
this proposed legislation would have on the value of tax credits in 2007. 

Our future synthetic fuel production levels for 2006 and 2007 remain uncertain because we cannot predict with any certainty the 
Annual Average Price of oil for 2006 or 2007 or the likelihood of legislation modifying the phase-out calculation being enacted into 
law, If oil prices for 2006 remained at the January 3 1,2006, average futures price level of $69 per barrel for the entire year in 2006, it 
is unllkely that we would produce significant amounts of synthetic he1 in 2006 and could potentially forfeit credits associated with 
any 2006 synthetic fuel production. This could have a material adverse impact on our results of operations. We will continue to 
monitor the level of oil prices and retain the ability to adjust production based on future oil price levels. 

Due to the significant uncertainty surrounding our synthetic he1 production in 2006 and 2007 based on the current level of oil prices, 
we evaluated our synthetic fuel and other related operating long-lived assets for impairment during the third quarter and fourth quarter 
of 2005. We determined that no impairment of these assets was required. However, an increase in oil prices or a decrease in future 
synthetic fuel production and cash flows could require additional impairment evaluations in the future, which could result in a future 
impairment of these assets, which have total carryng values as of December 3 1, 2005, of approximately $1 I 1  million. The majority of 
these assets will be fblly depreciated by the end of 2007, the scheduled end of the synthetic fuel tax credit program. The outcome of 
this matter cannot be determined. 

206 



SALE OF PARTNERSHIP INTEREST 

In June 2004, through our subsidiary Progress Fuels, we sold in two transactions a combined 49.8 percent partnership interest in 
Colona, one of our synthetic fuel facilities. Substantially all proceeds from the sales will be received over time, which is typical of 
such sales in the industry. Gains from the sales will be recognized on a cost recovery basis as the facility produces and sells synthetic 
fuel and when there is persuasive evidence that the sales proceeds have become fixed or determinable and collectability is reasonably 
assured. Gain recognition is dependent on the synthetic he1 production qualifying for Section 29 tax credits and the value of such tax 
credits as discussed above. Until the gain recognition criteria are met, gains hom selling interests in Colona will be deferred. It is 
possible that gains will be deferred in the first, second and/or h r d  quarters of each year until there is persuasive evidence that no tax 
credit phase-out will occur for the applicable calendar year. This could result in shifting earnings from earlier quarters to later quarters 
in a calendar year. In the event that the synthetic he1 tax credits from the Colona facility are reduced, including an increase in the 
price of oil that could limit or eliminate synthetic fuel tax credits, the amount of proceeds realized from the sale could be significantly 
impacted, We recognized a pre-tax gain on monetization of $30 million during 2005 based on the remote possibility of any phase-out 
of the synthetic fuel tax credits in 2005. A portion of this gain had been deferred through the third quarter of 2005. 

CONTINGENT ROYALTY PA YMENTS 

We have certain future commitments related to four synthetic fuel facilities purchased that provide for contingent payments 
(royalties). The related agreements and their amendments require the payment of minimum annual royalties of approximately $7 
million for each plant through 2007. We recorded a liability (included in other liabilities and deferred credits on the Consolidated 
Balance Sheets) and a deferred asset (included in other assets and deferred debits in the Consolidated Balance Sheets), each of 
approximately $50 million and $73 million at December 31, 2005 and 2004, respectively, representing the minimum amounts due 
through 2007, discounted at 6.05%. At December 31, 2005 and 2004, the portions of the asset and liability recorded that were 
classified as current were approximately $26 million. The deferred asset will be amortized to expense each year as synthetic fuel sales 
are made. The maximum amounts payable under these agreements remain unchanged. Future expected annual minimum royalty 
payments are approximately $26 million for 2006 and 2007, We have exercised our right under the related agreements to escrow those 
payments if certain conditions in the agreements were met, as more fully described below. 

On May 15, 2005, the original owners of the Earthco synthetic fuel facilities filed suit in New York state court alleging breach of 
contract against the Progress Fuels subsidiaries that purchased the Earthco facilities (Progress Fuels Subsidiaries). The plaintiffs also 
named us as a defendant. The plaintiffs' allege that periodic payments due to them under the sales arrangement with the Progress Fuels 
Subsidiaries are being improperly withheld and escrowed. The Progress Fuels Subsidiaries believe that the parties' agreements allow 
for the payments to be escrowed in the event of an audit, investigation or other proceeding under which the IRS can disallow the tax 
credits associated with the Earthco facilities. They also believe that the agreements allow for the use of such escrowed amounts to 
satisfy any potential disallowance of tax credits that arises out of such an event. Currently, the escrowed amount in question is $97 
million, which reflects periodic payments that would have been paid to the plaintiffs beginning April 30, 2003, through January 3 1, 
2006. This amount will increase as future periodic payments are made to the escrow, which would otherwise have been payable to the 
plaintiffs. Plaintiffs filed a partial summary judgment motion in December 2005 seeking payment of the escrowed money. The 
Progress Fuels Subsidiaries oppose the motion and will file opposition papers, which are not yet due. The parties are now engaged in 
discovery. 

In addition, a number of our subsidiaries and affiliates are parties to two lawsuits arising out of an Asset Purchase Agreement dated as 
of October 19, 1999, by and among U.S. Global LLC (Global), Earthco, certain affiliates of Earthco (collectively the Earthco Sellers), 
EFC Synfuel LLC (which is owned indirectly by Progress Energy, Inc.) and certain of its affiliates, including Solid Energy LLC, Solid 
Fuel LLC, Ceredo Synfbel LLC, Gulf Coast Synfuel LLC (currently named Sandy River Synfuel LLC) (collectively the Progress 
Affiliates), as amended by an amendment to Purchase Agreement as of August 23, 2000 (the Asset Purchase Agreement). Global has 
asserted that pursuant to the Asset Purchase Agreement it is entitled to an interest in two synthetic fuel facilities currently owned by 
the Progress Affiliates, and an option to purchase additional interests in the two synthetic fuel facilities. 
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The first suit, U.S. Global LLC v. Progress Energy, Inc. et al., was filed in the Circuit Court for Broward County, Fla., in March 2003 
(the Florida Global Case). The Florida Global Case asserts cIaims for breach of the Asset Purchase Agreement and other contract and 
tort claims related to the Progress Affiliates' alleged interference with Global's rights under the Asset Purchase Agreement. The 
Florida Global Case requests an unspecified amount of compensatory damages, as well as declaratory relief. Following briefing and 
argument on a number of dispositive motions on successive versions of Global's complaint, on August 16, 2004, the Progress 
Affiliates answered the Fourth Amended Complaint by generally denying all of Global's substantive allegations and asserting 
numerous affmative defenses. The parties are currently engaged in discovery in the Florida Global Case. 

The second suit, Progress Synfuel Holdings, Inc. et al. v. U.S. Global, LLC, was filed by the Progress Affiliates in the Superior Court 
for Wake County, N.C., seeking declaratory relief consistent with our interpretation of the Asset Purchase Agreement (the North 
Carolina Global Case). Global was served with the North Carolina Global Case on April 17,2003. 

On May 15, 2003, Global moved to dismiss the North Carolina Global Case for lack of personal jurisdiction over Global. In the 
alternative, Global requested that the court decline to exercise its discretion to hear the Progress Affiliates' declaratory judgment 
action. On August 7,2003, the Wake County Superior Court denied Global's motion to dismiss and entered an order staying the North 
Carolina Global Case, pending the outcome of the Florida Global Case. The Progress Affiliates appealed the Superior court's order 
staying the case. By order dated September 7, 2004, the North Carolina Court of Appeals dismissed the Progress Affiliates' appeal. 

The Progress Affiliates believe that the parties' agreements allow for the payments due to Global to be escrowed in the event of an 
audit, investigation or other proceeding under which the IRS can disallow the tax credits and also allow for the use of such escrowed 
amounts to satisfy any potential disallowance of tax credits that arises out of such an event. Currently, the escrowed amount in 
question is $37 million, which reflects periodic payments that would have been paid to the plaintiffs beginning April 30, 2003, 
through January 3 1, 2006. This amount will increase as future periodic payments are made to the escrow that would otherwise have 
been payable to the plaintiffs. 

We cannot predict the outcome of these matters, but will vigorously defend against the allegations. 

3. Franchse Matters 

PEF has largely resolved its outstanding franchise matters. In August 2005, the cities of Edgewood, Fla. (1,400 customers), and 
Maitland, Fla. (7,000 customers), approved new 30-year electric utility franchise agreements with PEF. In November 2005, the 2,500 
customer town of Belleair, Fla., voted to reject a referendum to municipalize, but has not yet signed a new utility franchise agreement 
with PEF. As previously noted, in accordance with the terms of an arbitration panel's award issued in May 2003 and after satisfying 
regulatory and operational requirements, Winter Park acquired from PEF the electric distribution system that serves Winter Park 
( l4 ,OOO customers) and PEF transferred the distribution system to Winter Park on June 1, 2005. In addition, Winter Park executed a 
wholesale power supply contract with PEF with a five-year term and a renewal option (See Note 7C). 

4. Other Litigation Matters 

We and our subsidiaries are involved in various litigation matters in the ordinary course of business, some of which involve 
substantial amounts. Where appropriate, we have made accruals and disclosures in accordance with SFAS No. 5 to provide for such 
matters. In the opinion of management, the final disposition of pending litigation would not have a material adverse effect on OUT 

consolidated results of operations or fmancial position. 

24. CONDENSED CONSOLIDATING STATEMENTS 

Presented below are the condensed consolidating Statements of Income, Balance Sheets and Cash Flows as required by Rule 3-10 of 
Regulation S - X .  In September 2005, we issued our guarantee of certain payments of two wholly owned indirect subsidiaries, FPC 
Capital I (the Trust) and Florida Progress Funding Corporation (Funding Corp.). Our guarantees are in addition to the previously 
issued guarantees of OUT wholly owned subsidiary, Florida Progress. 
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The Trust, a finance subsidiary, was established in 1999 for the sole purpose of issuing $300 million of 7.10% Cumulative Quarterly 
Income Preferred Securities due 2039, Series A (Preferred Securities) and using the proceeds thereof to purchase f?om Funding Corp. 
$300 million of 7.10% Junior Subordinated Deferrable Interest Notes due 2039 (Subordinated Notes). The Trust has no other 
operations and its sole assets are the Subordinated Notes and Notes Guarantee (as discussed below). Funding COT. is a wholly owned 
subsidiary of Florida Progress and was formed for the sole purpose of providing financing to Florida Progress and its subsidiaries. 
Funding Corp. does not engage in business activities other than such financing and has no independent operations. Since 1999, Florida 
Progress has fully and unconditionally guaranteed the obligations of Funding Corp. under the Subordinated Notes (the Notes 
Guarantee). In addition, Florida Progress guaranteed the payment of all distributions related to the $300 million Preferred Securities 
required to be made by the Trust, but only to the extent that the Trust has funds available for such distributions (the Preferred 
Securities Guarantee). The Preferred Securities Guarantee, considered together with the Notes Guarantee, constitutes a full and 
unconditional guarantee by Flarida Progress of the Trust's obligations under the Preferred Securities. The Preferred Securities and 
Preferred Securities Guarantee are listed on the New York Stock Exchange. 

The Subordinated Notes may be redeemed at the option of Funding Corp. 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 tenns. 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. The yearly interest expense is $21 million and is reflected in the Consolidated Statements of Income. 

We have guaranteed the payment of all distributions reIated to the Trust's Preferred Securities. As of December 31, 2005, the Trust 
had outstanding 12 million shares of the Preferred Securities with a liquidation value of $300 million. Our guarantees are joint and 
several, full and unconditional and are in addition to the joint and several, full and unconditional guarantees previously issued to the 
Trust and Funding Corp. by Florida Progress. Our subsidiaries have provisions restricting the payment of dividends to the Parent in 
certain limited circumstances and, as disclosed in Note 12B, there were no restrictions on PEC's or PEF's retained earnings. 

The Trust is a special-purpose entity and in accordance with the provisions of FTN No. 46R, we deconsolidated the Trust on December 
31, 2003. The deconsolidation was not material to our financial statements and resulted in recording an additional equity investment in 
the Trust of approximately $9 million, an increase in outstanding debt of approximately $8 million and a gain of approximately $1 
million relating to the cumulative effect of a change in accounting principle. Separate financial statements and other disclosures 
concerning the Trust have not been presented because we believe that such information is not material to investors. 

In the following tables, the Parent column includes the financial results of the parent holding company only. The Subsidiary Guarantor 
column includes the financial results of Florida Progress. The Other column includes the consolidated financial results of all other 
nonguarantor subsidiaries and elimination entries for all intercompany transactions. All applicable corporate expenses have been 
allocated appropriately among the guarantor and nonguarantor subsidiaries. 
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Condensed Consolidating Statement of Income 
Year Ended December 3 1,2005 

Subsidiary Progress 
(in millions) Parent Guarantor Other Energy, Inc. 

Electric $ - $ 3,955 $3,990 $7,945 

Purchased Dower 694 3 54 1,048 
I 

Operation and maintenance 12 852 906 i j770 

Other (2 61 (1 11 (3 71 
\ I  \ I  , ,  

Diversified business 
Cost of sales 1,338 737 2,075 

Other 41 33 74 
Total operating expenses 16 4,9 14 3,893 8,823 

Interest charpes. net 300 178 I62 640 w ,  

Income (loss) from continuing operations before 
income tax and minority interest 634 355 (333) 656 
Income tax (benefit) exDense (63) (401 58  

\ , 1  , ,  

Minority interest in subsidiaries' loss, net of tax (26j 
Income (loss\ from continuinrr merations 697 42 1 (391) 727 

" I  \ ' .  
Discontinued operations, net of tax (47) ' 1 6  (3 1) 
Cumulative effect of changes in accounting 
nrincinles. net of tax 1 1 

~ 

Net income (loss) $697 $ 374 $ (374) $ 697 
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Condensed Consolidating Statement of Income 
Year Ended December 3 1,2004 

Subsidiary Progress 
(in millions) Parent Guarantor Other EnergyrInc. 

Utility 
Fvel used in electric generation 1,175 836 2,011 
Purchased Dower 567 301 868 _ _  _ _ _  - - -  

< -  

Operation and maintenance 10 630 835 f ,475 
Depreciation and amortization 28 1 597 a n  
Taxes other than on income (2) 254 173 425 
Other 121 It 1) (1 3) \-I \ -  - /  \ - - /  

Diversified busipess 8 

Cost of sales 98 1 198 1.179 
Depreciation and amortization 78 79 157 
Other 17 84 101 - .  

Total operating expenses 8 3,981 3,092 7,08 1 
Equity in earnings of consolidated subsidiaries 940 (940) 

Interest charges. net 295 162 171 67.8 U J  - -- - .  - --- _ _  - 
Income (loss) from continuing operations before 
income tax and minority interest 702 5 03 (3 87) 818 
Income tax (benefit) expense 61 102 106 

Income (loss) from continuine onerations 759 459 14891 729 . -_ \ - - /  _.  
, I  u 1  

Discontinued operations, net of tax 15 15 30 
Net income (loss) $759 $ 474 $(474) $ 759 
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Condensed Consolidating Statement of Income 
Year Ended December 3 1.2003 

Subsidiary Progress 
(in millions) Parent Guarantor Other Energy, Inc. 

Electric $ - $ 3.152 $ 3.589 % 6-74] - - ,  - - - 7 -  - -  - - 7 .  . -  

1 ,  830 228 1,058 
Total oDerating revenues 3.982 3-8 17 7.799 1 v - 7  - -  - 7 -  - 7 '  - - 
Operating expenses 
Utili& 
Fuel used in electric generation 870 825 ,695 
Purchased power 5 66 296 862 
Operation and maintenance 19 640 762 1,421 

\ - /  

Diversified business 
Cost of sales 736 191 999 - -  L _  - e -< 

Depreciation and amortization 62 64 , 126 
Other 80 62 142 - _ -  

Total operating expenses 21 3,502 2,932 6,455 
Equity in eamings of consolidated subsidiaries 1,039 - (1,039) 
Other bcome (expense), net 47 (8) (76) (37) 
Interest charges. net 319 142 146 607 _ _  v ,  

Income (loss) from continuing operations before 
income tax and +o+y interest 746 330 (376) 700 
Income tax (benefit) expense (3 6) (1 12) 35 ( I  13) , ,  

~ i n o r i t y  interest in'iub'sidiaries' income, net of tax ' 2  2 
Income (loss) from continuing operations 782 440 (41 1) 811 . ,  
Discontinued operations, net of tax 7 ' w j  ( 5 )  
Cumulative effect of changes in accounting 
mincides. net of tax (24'1 (24) 

A ,  \- I \- I 

Net income (loss) $782 $ 447 $ (447) $ 782 
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Condensed Consolidating Balance Sheet 
December 3 1,2005 

(in millions) 
Subsidiary 

Parent Guar ant or 

Progress 

Other Inc. 
Energy 7 

\ - _ _  - 

Utility glant, net $ $5,821 $ 8,621 $14,442 
Current assets 
Cash and cash equivalents 23 9 

term investments 
vables from affiliated compa$ies 

current assets 
Deferred debits and other assets 

Goodwill 2 3.717 3,7 19 
Oeer  assets and deferred debits 13 2,174 2,937 5,124 

CaDitalization 
n stock equity $ 8,038 $3,039 $ (3,G39) $ 8,038 

Preferred stock of subsidiaries - not subject to 
mandatorv redemr, tion 34 59 93 

38 5. 43 
Long-term debt, affiliate 440 ( 170) 270 
Long-teh debt, net 3,873 2,636 3,667 10,176 
Total capitalization 11.91 1 6,187 522 18,620 
Current liabilities 
Current portion of long-term debt 404 109 513 
Notes payable to affiliated companies 3 15 (315) 
Short-term obligations 102 73 I75 
Liabilities of discontinued operations 40 40 
Other current liabilities 24 5 855 1,017 2,117 
Total current liabilities 649 1,421 775 . 2,845 
Deferred credits and other liabilities 

Reeulatorv liabilities 1,189 1.338 2.527 
U 

Accrued pension and other benefits 12 307 55 1 870 
Other liabilities and deferred credits 9 591 1,283 1,883 

Total capitalization and liabilities $ 12,581 $9,755 $ 4,687 $ 27,023 
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Condensed Consolidating Balance Sheet 
December 3 1,2004 

Progress 
Subsidiary Energy, 

(in millions) Parent Guarantor Other Inc. 

Current assets 

Short-term investments 82 82 
les from affiliated companies 1,415 5 (1,420) 

Deferred fuel cost 89 140 229 
Assets of discontinued operations 696 (1 1) 685 
Other current assets 23 920 1.037 1,980 
Total current assets 1,443 1,734 (145) 3,032 
Deferred debits and other assets 

Goodwill 2 3.717 3.719 
Other assets and deferred debits 16 2,068 2,846 41930 
Total deferred debits and other assets 11,077 2,070 (4,498) 8,649 . ,  I 

Total assets $ 12,520 $ 9,686 $ 3,838 $26,044 
Cmitalization 1 ~ 

Common stock equity $ 7,633 $ 2,681 $ (2,681) $ 7,633 
Preferred stock of subsidiaries - not subject to 
mandatorv redemtion 34 59 93 

J 1 _ _  _ _  
Minority interest 32 4 36 
Long-term debt. affiliate 809 1539) 270 .a 

Long-term debt, net 4,449 2,052 2,750 9,25 1 
Total canitalization 12.082 5.608 (407’1 17.283 

\ ,  

Current liabilities 
Current nortion of long-term debt 49 300 349 

Y 

Notes payable to affiliate companies 43 1 (43 11 
Short-term obligations 170 293 22 1 684 
Liabilities of discontinued operations 186 186 
Other current liabilities 245 93 1 688 1.864 
Total current liabilities 415 1,890 778 3,083 
Deferred credits and other liabilities 
Noncurrent income tax liabilities 64 584 648 
Rerrulatorv liabilities 1.362 1.292 2.654 c 

Accrued pension and other benefits 10 248 375 633 
Other liabilities and deferred credits 13 5 14 1,216 1,743 

Total capitalization and liabilities $ 12,520 $ 9.686 $ 3,838 $ 26.044 
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Condensed Consolidating Statement of Cash Flows 
Year Ended December 3 1,2005 

Progress 
Subsidiary Energy, 

(in millions) Parent Guarantor Other Inc. 

Investing: activities 
0 

Gross utility property additions (496) (584) (1,080) 
Diversified business property additions 

Proceeds from sales of discontinued operations and 
other assets, net of cash divested 462 13 475 

Proceeds from sales of available-for-sale securities 
and other investments 1.702 405 1.738 3.845 
Changes in advances to affiliates 702 5 (707) 
Contributions to consolidated subsidiaries 13 

Other investing; activities 1 (261 (121 

Financing activities 

Proceeds from issuance of long-term debt, net 744 898 1,642 

Dividends mid to uarent 2 

Contributions from parent 11 (111 

Net cash (used) provided by financing activities 28 912 227 

Operating activities 

Financing activities 
0 
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Condensed Consolidating Statement of Cash Flows 
Year Ended December 3 1,2004 

Progress 
Subsidiary Energy, 

(in millions) Parent Guarantor Other Inc. 

Investing activities 
(482) (516) (998) 

Diversified business motsertv additions (1501 1191 f 1 691 
I 1  d \ - -  - /  \ - -  / \ -  - -  I 

Nuclear 'fuel additions - (101) (101) 
Proceeds from sales of discontinued operations and 
other assets, net of cash divested 343 30 3 73 
Purchases of availabIe-for-sale securities and other 
investments 
Proceeds from sales of available-for-sale securities 
and other investments 569 2,679 3,248 

Financine activities u 

Net increase in cash and cash equivalents 5 9 7 21 
Cash and cash eauivalents at beeinninp of vear 15 20 35 c z  - Y  

Cash and cash equivalents at end of year $ 5  $ 24 $ 27 $ 56 
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Condensed Consolidating Statement of Cash Flows 
Year Ended December 3 1 ~ 2003 

(in millions) 

Progress 

Parent Guarantor Other Inc. 
Subsidiary Energy 3 

Net cash provided by operating activities $524 $ 5 1 7  $ 547 $ 1,588 
Investing activities 
Gross utiity property additions (526) (446) (972) 
Diversified business DroDertv additions (3021 (1461 14481 

\ I \  

Proceeds from sales of discontinued operations and 
other assets, net of cash divested 45 1 100 28 579 
Purchases of available-for-sale securities and other 
investments (441) (3,351) (3,792) 
Proceeds from sales of available-for-sale securities 
and other investments 441 3,088 3,529 

Contributions to consolidated subsidiaries - 411 

Other investing activities 21 5 

Financing activities 

perating activities 

25. SUBSEQUENT EVENT 

On January 25,2006, we signed a definitive agreement to sell PT LLC to Level 3 Communications, Inc. (Level 3) for a purchase price 
of approximately $137 million, with half of the proceeds in cash and half in Level 3 common stock. We expect to use net cash 
proceeds of $70 million from the sale of our interest in PT LLC to reduce debt. 

The sale is expected to close by mid-2006, and is subject to various closing conditions customary to such transactions. We expect to 
report PT LLC as a discontinued operation in the first quarter of 2006. The carrying amounts for the assets and liabilities of the 
discontinued operations disposal group included in the Consolidated Balance Sheets as of December 3 1 were as follows: 

(in millions) 2005 2004 

Total property, plant and 79 75 
equipment, net 

Total current liabilities 8 15 
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26. QUARTERLY FINANCIAL DATA (UNAUDITED) 

Results of operations for an interim period may not give a true indication of results for the year. In the opinion of management, all 
adjustments necessary to fairly present amounts shown for interim periods have been made. Summarized quarterly financial data was 
as follows: 

Progress Energy 

Basic earnings Der common share 
- 1  

Income from continuing 
cumula t 
effect of changes in accounting principles 0.43 0.03 1.86 0.63 
Net income 0.38 10.011 1.82 0.62 ~~ 1 -  - - J  _ _  

Diluted earnings per common d a r e  
Income from continuing operations before 
cumulative effect of changes in accounting 
Drincinles 0.43 0.03 1.85 0.63 A 1 .. -~ 

Net income 0.38 (0.01) 1.81 0.62 
Dividends declared per common share 0.590 0.590 0.590 0.605 
Market price per share - High 45.33 45.83 46.00 45.50 
- Low 40.63 40.61 41.90 40.19 
2004 
Operating revenues $ 1,987 $2,085 $2,445 $2,008 
Onerating income 283 288 567 306 I Y 

lncoqe from continuing operations before 
cumulative effect of changes in accounting principles 102 145 287 195 
Net income 108 154 3 03 194 
Common stock data 
Basic earnings per common share 

Y A  

Income from continuing operatio 
cumulative effect of changes iq accounting principles 0.42 0.59 1.18 0.8 1 
Net income 0.45 0.63 1.25 0.80 
Diluted earnings per comrno-n share 
Income from continuing operations before 
cumulative effect of changes in accounting principles 0.42 0.59 1.18 0.8 1 

Dividends declared Der common share 0.575 0.575 0.575 0.590 
Market price per share - High 47.95 47.50 44.32 46.10 
- Low 43.02 40.09 40.76 40.47 

(a) Operating results have been restated for discontinued operations. 
(b) Certain amounts have been reclassified to conform with current period presentation. 

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 m y  not give a true indication of results for the 
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year. First quarter 2005 includes $3 1 million recorded for estimated severance expense for workforce restructuring and 
implementation of an automated meter reading initiative at PEF (See Note 17). Second quarter 2005 includes a $141 million charge 
related to postretirement benefits for employees participating in the voluntary enhanced retirement program (See Note 17). The 2004 
amounts were restated for discontinued operations (See Notes 3A and 3B). Fourth quarter 2004 includes a $3 1 million after-tax gain 
on sale of natural gas assets (See Note 3E) and $90 million of Section 29 tax credits being recorded (See Note 23D). Third quarter 
2004 includes reversal of $79 million of Section 29 tax credits (See Note 23D). 

PEC 

Summarized quarterly financial data was as follows: 

Second Third Fourth 
(in millions) First (a) (a) (a) (a) 
2005 
Operating 
revenues 
Operatingincome 221 140 343 227 

(a) Certain amounts have been reclassified to conform with current period presentation. 

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. First quarter 2005 includes $14 million 
recorded for estimated severance expense for workforce restructuring (See Note 17). Second quarter 2005 includes a $29 million 
charge related to postretirement benefits for employees participating in the voluntary enhanced retirement program (See Note 
17). Fourth quarter 2004 includes $99 million of Clean Smokestacks Act amortization. Fourth quarter 2003 includes impairment of 
investments of $21 million ($13 million after-tax) (See Note 7). Fourth quarter 2003 includes a cumulative effect for DIG Issue C20 of 
$38 million ($23 million after-tax) (See Note 13). 

Summarized quarterly fmancial data was as follows: 

(in millions) First (a) Second Third Fourth 
la) la) (a) 

2005 
Operating S 848 $908 S 1,227 $972 
revenues 
Operating 89 51 247 112 
income 
Net income ' 44 10 151' 55 
2004 
Operating $784 $860 $ 1,029 $852 
revenues 
Operatingincome 103 157 245 115 

(a) Certain amounts have been reclassified to conform with current period presentation. 

ln 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 nlay not give a true indication of results for the year. First quarter 2005 includes $14 million 
recorded for estimated severance expense for workforce restructuring and implementation of an automated meter reading initiative 
(See Note 17). Second quarter 2005 includes a $90 million charge related to postretirement benefits for employees participating in the 
voluntary enhanced retirement program (See Note 17). 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

TO THE BOARD OF DIRECTORS AND SHAREHOLDERS OF PROGRESS ENERGY, rNC.: 

We have audited the consolidated fmancial statements of Progress Energy, Inc., and its subsidiaries (the Company) at December 3 I ,  
2005 and 2004, and for each of the three years in the period ended December 31, 2005, management's assessment of the effectiveness 
of the Company's internal control over financial reporting at December 3 1, 2005, and the effectiveness of the Company's internal 
control over financial reporting at December 31,2005, and have issued our reports thereon dated March 6,2006 (which reports on the 
consolidated financial statements express an unqualified opinion and include an explanatory paragraph concerning the adoption of 
new accounting principles in 2005 and 2003); such consolidated financial statements and reports are included elsewhere in this Form 
10-K. Our auhts also included the consolidated financial statement schedule of the Company listed in Item 15. This consolidated 
financial statement schedule is the responsibility of the Company's management. Our responsibility is to express an opinion based on 
our audits. In our opinion, such consolidated fmancial statement schedule, when considered in relation to the basic consolidated 
financial statements taken as a whole, presents fairly, in all material respects, the information set forth therein. 

/ s i  Deloitte & Touche LLP 

Raleigh, North Carolina 
March 6,2006 
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PROGRESS ENERGY, INC. 
Schedule I1 - Valuation and Qualifying Accounts 

~~ 

For the Years Ended 
(in millions) 

Balance at Additions Balance at 
Beginning Charged to Other End 

of 
~~ 

Description of Period Expenses Additions Deductions (a) Period 

Valuation and qualifying accounts deducted in the balance sheet from the related assets: 

DECEMBER 31,2005 

Fossil dismantlement reserve 144 1 145 
Nuclear refueling outage reserve 12 11 ’ (21)(b) 2 

Fossil dismantlement reserve 143 1 144 
Nuclear refueling outage reserve 2 10 12 

DECEMBER 3 1,2003 
Uncollectible accounts $ 17 $ 16 $ 4  (9) $ 2 8  
Fossil dismantlement reserve 142 1 143 
Nuclear refueling outage reserve 10 8 ( 16) (b) 2 

(a) Deductions from provisions represent losses or expenses for which the respective provisions were created. In the case of the 
provision for uncollectible accounts, such deductions 

are reduced by recoveries of amounts previously written off. 
(b) Represents payments of actual expenditures related to the outages. 
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m P O R T  OF WEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

TO THE BOARD OF DIRECTORS AND SHAREHOLDERS OF CAROLINA POWER & LIGHT COMPANY d/b/a PROGRESS 
ENERGY CAROLINAS, INC.: 

We have audited the consolidated financial statements of Carolina Power & Light Company d/b/a Progress Energy Carolinas, Inc., 
and its subsidiaries (PEC) at December 3 1,2005 and 2004, and €or each of the three years in the period ended December 3 1,2005, and 
have issued our report thereon dated March 6, 2006 (which report expresses an unqualified opinion and includes an explanatory 
paragraph concerning the adoption of new accounting principles in 2005 and 2003); such consolidated financial statements and report 
are included elsewhere in h s  Form 10-K. Our audits also included the consolidated financial statement schedule of PEC listed in Item 
15. Ths consolidated financial statement schedule is the responsibility of PEC's management. Our responsibility is to express an 
opinion based on our audits. In OUT opinion, such consolidated financial statement schedule, when considered in relation to the basic 
consolidated financial statements taken as a whole, presents fairly, in all material respects, the information set forth therein. 

/s/ Deloitte & Touche LLP 

Raleigh, North Carolina 
March 6,2006 
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LIGHT COMPANY 
Y CAROLINAS, INC. 

- Valuation and Qualifying Accounts 
For the Years Ended 

(in millions) 

Balance at Additions Balance at 
Beginning Charged to Other End of 

Description of Period Expense Additions Deductions (a) Period 

Valuation and qualifying accounts deducted in the balance sheet fiom the related assets: 

DECEMBER 319 2005 

DECEMBER 31,2004 

DECEMBER 3 1.2003 . ~ , , ~  . _. , , .. . .- 

(a) Deductions from provisions represent losses or expenses for which the respective provisions were 
created. Such deductions are reduced by recoveries of amounts previously written off. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

TO THE BOARD OF DIRECTORS AND SHAREHOLDER OF FLOlUDA POWER CORPORATION d/b/a PROGRESS ENERGY 
FLORIDA, INC.: 

We have audited the financial statements of Florida Power Corporation d/b/a Progress Energy Florida, Inc., (PEF) at December 3 I ,  
2005 and 2004, and for each of the three years in the period ended December 31, 2005, and have issued our report thereon dated 
March 6,, 2006 (whch report expresses an unqualified opinion and includes an explanatory paragraph concerning the adoption of new 
accounting principles in 2005 and 2003); such financial statements and report are included elsewhere in this Form 10-K. Our audits 
also included the financial statement schedule of PEF listed in Item 15. Ths  financial statement schedule is the responsibility of PEF's 
management. Ow responsibility is to express an opinion based on our audits. In OUT opinion, such financial statement schedule, when 
considered in relation to the basic financial statements taken as a whole, presents fairly, in all material respects, the information set 
forth therein. 

/s/ Deloitte & Touche LLP 

Raleigh, North Carolina 
March 6,2006 
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FLORIDA POWER CORPORATION 
d/b/a PROGRESS ENERGY FLORIDA, INC. 

Schedule I1 - Valuation and Qualifying Accounts 
For the Years Ended 

(in millions) 

Balance at Additions Balance at 
Begh ing  Charged to Other End of 

Description Of Period Expense Additions Deductions (a) Period 

Valuation and qualifying accounts deducted in the balance sheet from the related assets: 

DECEMBER 31.2005 
- 2  ~ 

_ _ _ _  - 

Uncollectible accounts - $ 2  $ l o  % -  $ (6) $ 6  
Fossil dismantlement reserve 144 1 145 

DECEMBER 3 1,2004 

DECEMBER 3 1,2003 

(a) Deductions from provisions represent losses or expenses for which the respective provisions were 
created. In the case of the provision for uncollectible accounts, such deductions are reduced by 
recoveries of amounts previously written off. 
(b) Represents payments of actual expenditures related to the outages. 
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL 
DISCLOSURE 

None 

ITEM 9A. CONTROLS AND PROCEDURES 

Prosress Energy, Inc. 

DISCLOSURE CONTROLS AND PROCEDURES 

Pursuant to Rule 13a-lS(b) under the Securities Exchange Act of 1934, we carried out an evaluation, with the participation of our 
management, including our Chief Executive Officer and Chief Financial Officer, of the effectiveness of our disclosure controls and 
procedures (as defined under Rule 13a-l5(e) under the Securities Exchange Act of 1934) as of the end of the period covered by this 
report. Based upon that evaluation, our Chief Executive Officer and Chef Financial Officer concluded that our disclosure controls and 
procedures are effective to ensure that information required to be disclosed by us in the reports that we file or submit under the 
Exchange Act, is recorded, processed, sunmarized and reported, within the time periods specified in the SEC's rules and forms, and 
that such information is accumulated and communicated to our management, including our Chief Executive Officer and Chef 
Financial Officer, as appropriate, to allow timely decisions regarding required disclosure. 

MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

It is the responsibility of Progress Energy's management to establish and maintain adequate internal control over financial reporting, as 
such term is defined in Rules 13a-l5(f) and 15(d)-15(f) of the Securities Exchange Act of 1934, as amended. Progress Energy's 
intemal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles 
in the United States of America. Internal control over financial reporting include policies and procedures that (1) pertain to the 
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of 
Progress Energy; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial 
statements in accordance with generally accepted accounting principles in the United States of America; (3) provide reasonable 
assurance that receipts and expenditures of Progress Energy are being made only in accordance with authorizations of management 
and directors of Progress Energy; and (4) provide reasonable assurance regarding prevention or timely detection of unauthorized 
acquisition, use or disposition of Progress Energy's assets that could have a material effect on the fiiancial statements. 

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections 
of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in 
conditions, or that the degree of compliance with the policies or procedures may deteriorate. 

Management assessed the effectiveness of Progress Energy's intemal control over financial reporting at December 3 1, 2005. 
Management based this assessment on criteria for effective internal control over financial reporting described in "Internal Control - 
Integrated Framework" issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Management's 
assessment included an evaluation of the design of Progress Energy's internal control over financial reporting and testing of the 
operational effectiveness of its internal control over financial reporting. Management reviewed the results of its assessment with the 
Audit Committee of the board of directors. 

Based on our assessment, management determined that, at December 3 1 2005, Progress Energy maintained effective internal control 
over financial reporting. 

Management's assessment of the effectiveness of Progress Energy's internal control over financial reporting at 
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December 3 1,2005, has been audited by Deloitte & Touche LLP, an independent registered public accounting fim, as stated in their report which is included herein in 
ITEM 9A, “Controki and Procedures.” 

CHANGES IN INTERNAL CONTROL OVER FINANCIAL REPORTING. 

On November 14,2005, Progress Energy announced that Geoffrey S. Chatas, Executive Vice President and Chief Financial Officer of 
Progress Energy and its subsidiaries, resigned as an officer of Progress Energy and its subsidiaries to pursue other interests effective 
the close of business on November 14, 2005. Peter M. Scott 111, President and Chief Executive Officer of Progress Energy Service 
Company, LLC, was appointed Chief Financial Officer of Progress Energy and its subsidiaries. 

Other than the above-referenced item, there has been no change in Progress Energy’s intemal control over financial reporting during 
the quarter ended December 31, 2005 that has materially affected, or is reasonably likely to materially affect its internal control over 
financial reporting, 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

TO THE BOARD OF DIRECTORS AND SHAREHOLDERS OF PROGRESS ENERGY, INC. 

We have audited management’s assessment, included in the accompanying Management’s Report of Internal Controls, that Progress 
Energy, Inc., and its subsidiaries (the “Company”) maintained effective internal control over financial reporting at December 3 1, 
2005, based on the criteria established in Internal ContraZ--Integi-ated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. The Company’s management is responsible for maintaining effective intemal control 
over financial reporting and for its assessment of the effectiveness of intemal control over financial reporting. Our responsibility is to 
express an opinion on management’s assessment and an opinion on the effectiveness of the Company’s internal control over financial 
reporting based on our audit. 

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over 
financial reporting was maintained in all material respects, Our audit included obtaining an understanding of internal control over 
financial reporting, evaluating management‘s assessment, testing and evaluating the design and operating effectiveness of internal 
control, and performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a 
reasonable basis for our opinions. 

A company’s internal control over financial reporting is a process designed by, or under the supervision of, the company‘s principal 
executive and principal financial officers, or persons performing similar functions, and effected by the company’s board of directors, 
management, and other personnel to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles. A company’s internal control 
over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions arid dispositions of the assets of the company; (2) provide reasonable assurance that 
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting 
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management 
and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized 
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements. 

Because of the inherent limitations of intemal control over financial reporting, including the possibility of collusion or improper 
management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely basis. 
Also, projections of any evaluation of the effectiveness of the internal control over 
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financial reporting to future periods are subject to the risk that the controls may become inadequate because of changes in conditions, or that the degree of compliance 
with the policies or procedures may deteriorate. 

In our opinion, management's assessment that the Company maintained effective internal control over financial reporting at December 
3 1, 2005, is fairly stated, in all material respects, based on the criteria established in Internal Control--Integrated Framework issued 
by the Committee of Sponsoring Organizations of the Treadway Commission. Also in our opinion, the Company maintained, in all 
material respects, effective internal control over financial reporting at December 3 1, 2005, based on the criteria established in Intemd 
ContruZ--Integruted Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. 

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 
consolidated financial statements as of and for the year ended December 31, 2005, of the Company and our report dated March 6, 
2006, expressed an unqualified opinion on those consolidated financial statements and included an explanatory paragraph regarding 
the Company's adoption of Statement of Financial Accounting Standard No. 123R and Financial Accounting Standards Board 
Interpretation No. 47. 

/s/ Deloitte & Touche LLP 

Raleigh, North Carolina 
March 6, 2006 

Pursuant to the Securities Exchange Act of 1934, PEC carried out an evaluation, with the participation of its management, including 
PEC's Chief Executive Officer and Chief Financial Officer, of the effectiveness of PEC's disclosure controls and procedures (as 
defined under the Securities Exchange Act of 1934) as of the end of the period covered by this report, Based upon that evaluation, 
PEC's Chief Executive Officer and Chief Financial Officer concluded that its disclosure controls and procedures are effective to 
ensure that information required to be disclosed by PEC in the reports that it files or submits under the Exchange Act, is recorded, 
processed, summarized and reported within the time periods specified in the SEC's rules and forms, and that such information is 
accumulated and communicated to PEC's management, including the Chief Executive Officer and Chief Financial Officer, as 
appropriate, to allow timely decisions regarding required disclosure. 

On November 14, 2005, Progress Energy announced that Geoffrey S, Chatas, Executive Vice President and Chief Financial Officer of 
Progress Energy and its subsidiary, PEC, resigned as an officer of Progress Energy and PEC to pursue other interests effective the 
close of business on November 14, 2005. Peter M. Scott 111, President and Chief Executive Officer of Progress Energy Service 
Company, LLC, was appointed Chief Financial Officer of Progress Energy and PEC. 

Other than the above-referenced item, there has been no change in PEC's internal control over financial reporting during the quarter 
ended December 3 1, 2005 that has materially affected, or is reasonably likely to materially affect, its intemal control over financial 
reporting . 

Pursuant to the Securities Exchange Act of 1934, PEF carried out an evaluation, with the participation of its management, including 
PEF's Chief Executive Officer and Chief Financial Officer, of the effectiveness of PEF's disclosure controls and procedures (as 
defined under the Securities Exchange Act of 1934) as of the end of the period covered by this report. Based upon that evaluation, 
PEF's Chief Executive Officer and Chief Financial Officer concluded that its disclosure controls and procedures are effective to ensure 
that information required to be disclosed by PEF in the reports that it files or submits under the Exchange Act, is recorded, processed, 
summarized and reported within the time periods specified in the SEC's rules and forms, and that such information is accumulated and 
communicated to PEF's management, including the Chief Executive Officer and Chief Financial Officer, as appropriate, to allow 
timely decisions regarding required disclosure. 
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On November 14,2005, Progress Energy announced that Geoffrey S. Chatas, Executive Vice President and Chief Financial Officer of 
Progress Energy and its subsidiary, PEF, resigned as an officer of Progress Energy and PEF to pursue other interests effective the 
close of business on November 14, 2005. Peter M. Scott 111, President and Chief Executive Officer of Progress Energy Service 
Company, LLC, was appointed Chief Financial Officer of Progress Energy and PEF. 

Other than the above-referenced item, there has been no change in PEF's internal control over financial reporting during the quarter 
ended December 31, 2005 that has materially affected, or is reasonably like to materially affect, PEF's internal control over financial 
reporting . 

ITEM 9B. OTHER INFORMATION 

None 
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PART n r  
ITEM 10. DIRECTORS AND EXIZCUTIVE OFFICERS OF THE REGISTRANT 

Information on Progress Energy, Inc.’s directors is set forth in Progress Energy’s definitive proxy statement for the 2006 Annual 
Meeting of Shareholders and incorporated by reference herein. Information on PEC’s directors is set forth in PEC’s definitive 
proxy statement for the 2006 Annual Meeting of Shareholders and incorporated by reference herein. 

Information on both Progress Energy’s and PEC‘s executive officers is set forth in PART I and incorporated by reference herein. 

We have adopted a Code of Ethics that applies to all of our employees, including OUT Chef Executive Officer, Chef Financial 
Officer, Chief Accounting Officer and Controller (or persons performing similar functions). Our board of directors has adopted 
our Code of E h c s  as its own standard. Board members, Progress Energy officers and Progress Energy employees certify their 
compliance with the Code of Ethcs on an annual basis. Our Code of Ethics is posted on our Web site at www.prom-ess- 
energy.com and is available in print to any shareholder upon request by writing to Progress Energy, Inc. 

We intend to satisfy the disclosure requirement under Item 10 of Form 8-K relating to amendments to or waivers from 
any provision of the Code of Ethics applicable to our Chief 

Web site, www.progress-enerm.com. 
Executive Officer, Chief Financial Officer, Chief Accounting Officer and Controller by posting such information on our Internet 

d) The board of directors has determined that David L. Burner and Carlos A. Saladrigas are the “Audit Committee Financial 
Experts,” as that term is defined in the rules promulgated by the Securities and Exchange Commission pursuant to the Sarbanes- 
Oxley Act of 2002, and have designated them as such. Both Mr. Burner and Mr. Saladngas are “independent,” as that term is 
defined in the general independence standards of the New York Stock Exchange listing standards. 

e) The following are available on our Web site and in print at no cost: 

ep nnAudit Committee Charter 

.nn ncorporate Governance Committee Charter 

000 UOrganization and Compensation Committee Charter 

000 DCorporate Governance Guidelines 

The information called for by ITEM 10 is omitted for PEF pursuant to Instruction I(2)(c) to Form 10-K (Omission of 
Information by Certain Wholly Owned Subsidiaries). 
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Information on Progress Energy's executive compensation is set forth in Progress Energy's definitive proxy statement for the 2006 
Annual Meeting of Shareholders and incorporated by reference herein. Information on PEC's executive compensation is set forth in 
PEC's definitive proxy statement for the 2006 Annual Meeting of Shareholders and incorporated by reference herein. 

The information called for by ITEM I1 is omitted for PEF pursuant to Instruction I(2)(c) to Form 10-K (Omission of 
Information by Certain Wholly Owned Subsidiaries). 
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED 
STOCKHOLDER MATTERS 

a) Information regarding any person Progress Energy knows to be the beneficial owner of more than five (5%) percent of any 
class of its voting securities is set forth in its definitive proxy statement for the 2006 Annual Meeting of Shareholders and 
incorporated herein by reference. 

b) 
securities is set forth in its definitive proxy statement 

Information regarding any person PEC knows to be the beneficial owner of more than five (5%) of any class of its voting 

for the 2006 Annual Meeting of Shareholders and incorporated herein by reference. 

b) Information on security ownershp of the Progress Energy’s and PEC’s management is set forth respectively in Progress 
Energy’s and PEC’s d e f ~ t i v e  proxy statements for the 2006 Annual Meeting of Shareholders and incorporated by reference 
herein. 

c) Information on the equity compensation plans of Progress Energy is set forth under the heading “Equity Compensation Plan 
Information” in Progress Energy’s definitive proxy statement for the 2006 Annual Meeting of Shareholders and incorporated 
by reference herein. 

The information called for by ITEM 12 is omitted for PEF pursuant to Instruction I(2)(c) to Form 10-K (Omission of 
Information by Certain Wholly Owned Subsidiaries). 

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS 

Information on certain relationships and related transactions is set forth respectively in Progress Energy’s and PEC’s definitive proxy 
statements for the 2006 Annual Meeting of Shareholders and incorporated by reference herein. 

The information called for by ITEM 13 is omitted for PEF pursuant to Instruction I(2)(c) to Form 10-K (Omission of 
Information by Certain WhoIly Owned Subsidiaries). 

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES 

The Audit and Corporate Performance Committee of Progress Energy’s board of directors (“Audit Committee”) has actively 
monitored all services provided by its independent registered public accounting firm, Deloitte & Touche LLP, the member firms of 
Deloitte & Touche Tohatsu,  and their respective affiliates (collectively, “Deloitte”) and the relationship between audit and nonaudit 
services provided by Deloitte. Progress Energy, Inc. has adopted policies and procedures for approving all audit and permissible 
nonaudit services rendered by DeIoitte, and the fees billed for those services, The Chef Accounting Officer is responsible to the Audit 
Committee for enforcement of this procedure, and for reporting noncompliance. The Audit Committee specifically pre-approved the 
use of Deloitte for audit, audit-related, tax and nonaudit services, subject to the limitations of our pre-approved policy. Audit and 
audit-related services include assurance and related activities, assurance services associated with internal control over financial 
reporting, reports related to regulatory filings, consultations on dispositions and discontinued operations, employee benefit plan audits 
and general accounting and reporting advice. The preapproval policy provides that any audit and audit-related services covered by a 
detailed standing pre-approval whose project scope could not be defmed at the time of standing approval that will involve an 
expenditure of over $50,000, will require individual approval by the Audit Committee in advance of Deloitte being engaged to render 
such services. Once the cumulative total of those projects less than $50,000 exceeds $500,000 for the year, each subsequent project, 
regardless of amount, must be approved individually in advance by the Audit Committee. Any approved projects with projected 
overruns must be communicated promptly to the Chief Accounting Officer for review and approval. Projected ovemns that exceed 
Audit Committee project approvals by more than $50,000 must be approved by the Audit Committee separately from the original 
project. 
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The pre-approval policy requires management to obtain specific pre-approval fiom the Audit Committee for the use of Deloitte for 
any permissible nonaudit services, whch, generally, are limited to tax services including, tax compliance, tax planning, and tax advice 
services such as retum review and consultation and assistance. Other types of permissible nonaudit services will be considered for 
approval only in rare circumstances, which may include proposed services that provide significant economic or other benefits. In 
determining whether to approve these services, the Audit Committee will assess whether these services adversely impair the 
independence of Deloitte. Any permissible nonaudit services provided during a fiscal year that (i) do not aggregate more than 5% of 
the total fees paid to Deloitte for all services rendered during that fiscal year and (ii) were not recognized as nonaudit services at the 
time of the engagement must be brought to the attention of the Chef Accounting Officer for prompt submission to the Audit 
Committee for approval. These “de minimis” nonaudit services must be approved by the Audit Committee or its designated 
representative before the completion of the project. The policy also requires management to update the Audit Committee throughout 
the year as to the services provided by Deloitte and the costs of those services. The Audit Committee will assess the adequacy of this 
procedure as it deems necessary and revise it accordingly. 

Information regarding principal accountant fees and services is set forth respectively in Progress Energy’s and PEC’s definitive proxy 
statements for the 2006 Annual Meeting of Shareholders and incorporated by reference herein. 

PEF 

Set forth in the table below is certain information relating to the aggregate fees billed by Deloitte for professional services rendered to 
PEF for the fiscal years ended December 3 1. 

2005 2004 

Audit-related fees 18,000 3,000 
Tax fees i7s;ooa 1~5,000 
All other fees 1,000 

Audit fees include fees billed for services rendered in connection with (i) the audits of the annual financial statements of PEF (ii) the 
audit of management’s assessment of PEF’s internal control over financial reporting; (iii) the reviews of the financial statements 
included in the Quarterly Reports on Form 10-Q of PEF and (iv) SEC filings, accounting consultations arising as part of the audits and 
comfort letters. 

Audit-related fees include fees billed for (i) audits of the financial statements; (ii) special procedures and letter reports, (iii) benefit 
plan audits when fees are paid by PEF rather than directly by the plan; and (iv) accounting consultations for prospective transactions 
not arising directly from the audits. 

Tax fees include fees billed for tax compliance matters and tax planning and advisory services. 

All other fees include fees billed for rate case assistance and utility accounting training. 

The Audit Committee has concluded that the provision of the nonaudit services listed above as “All other fees” is compatible with 
maintaining Deloitte’s independence. 

None of the services provided were approved by the Audit Committee pursuant to the “de minimis” waiver provisions described 
above. 
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PART IV 

ITEM EXHIBITS AND FINANCIAL STATEMENT SCHEDULES 
15. 

a) The following documents are filed as part of the report: 

I. Financial Statements Filed: 
See ITEM 8 -Financial Statements and Supplementary Data 

2. Financial Statement Schedules Filed: 
See ITEM 8 -Financial Statements and Supplementary Data 

3. Exhibits Filed: 
See EXHIBIT INDEX 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrants have duly caused thx 
report to be signed on their behalf by the undersigned, thereunto duly authorized. 

PROGRESS ENERGY, INC. 
CAROLINA POWER & LIGHT COMPANY 

Date: March 10,2006 (Registrants) 

By: i s /  Robert B. McGehee 
Robert B. McGehee 
Chairman and Chef Executive Officer 
Progress Energy, Inc. 
Chairman 
Carolina Power & Light Company 

By: /s/ Fred N. Day IV 
Fred N. Day IV 
President and Chief Executive Officer 
Carolina Power & Light Company 

By: / s i  Peter M. Scott I11 
Peter M. Scott I11 
Executive Vice President and Chief Financial Officer 
Progress Energy, Inc. 
Carolina Power & Light Company 

By: /s/ Jeffrev M. Stone 
Jeffrey M. Stone 
Chief Accounting Officer and Controller 
Progress Energy, Inc. 
Chief Accounting Officer 
Carolina Power & Light Company 

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. 

Signature Title Date 

i s /  Robert B. McGehee Chairman and Director March 10, 2006 
(Robert B. McGehee) 

i s /  Edwin B. Borden Director March 10,2006 
(Edwin B. Borden) 

i s /  James E. Bostic, Jr. Director March 10,2006 
(James E. Bostic, Jr.) 

i s /  David L. Burner Director March 10, 2006 
(David L. Burner) 
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/ s i  Charles W. Coker Director March 10, 2006 
(Charles W. Coker) 

/ s i  Richard L. Daugherty Director March 10, 2006 
(Richard L. Daugherty) 

/s/ W.D. Frederick, Jr. Director March 10, 2006 
(W.D. Frederick, Jr.) 

/ s i  W. Steven Jones Director March 10,2006 
(W. Steven Jones) 

/ s i  William 0. McCoy Director March 10, 2006 
(William 0. McCoy) 

/s/ E. Marie McKee Director March 10, 2006 
(E. Marie McKee) 

/s/ John H. Mullin, 111 Director March 10, 2006 
( J o h  H. Mullin, 111) 

/s/Peter S. Rummell Director March 10, 2006 
(Peter S. Rummell) 

i s /  Carlos A. Saladrigas Director March 10, 2006 
(Carlos A. Saladrigas) 

/s/ Theresa M. Stone Director March 10, 2006 
(Theresa M. Stone) 

/ s i  Jean Giles Wittiler Director March 10, 2006 
(Jean Giles Wither) 
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SIGNATURFB 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrants have duly caused this 
report to be signed on their behalf by the undersigned, thereunto duly authorized. 

FLORIDA POWER CORPORATION 
Date: March 10,2006 (Registrant) 

By: /s/ H. William Habermeyer, Jr. 
H. William Habermeyer, Jr. 
President and Chef Executive Officer 

By: /s/ Peter M. Scott I11 
Peter M. Scott 111 
Executive Vice President and Chief Financial Officer 

By: /s/ Jeffrey M. Stone 
Jeffrey M. Stone 
Chef 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. 

Signature Title Date 

/s/ Robert €3. McGehee Chairman and Director March 10,2006 
(Robert B. McGehee) 

/s/ H. William Habermever, Jr. Director March 10,2006 
(H. William Habermeyer, Jr.) 

/s/ Peter M. Scott 111 Director March 10,2006 
(Peter M. Scott III) 

/s/ Fred N. Day IV Director March 10,2006 
(Fred N. Day IV) 

/s/ William D. Johnson Director March 10,2006 
(William D. Johnson) 

l s /  Jeffrey J. Lyash Director March 10, 2006 
(Jeffrey J. Lyash) 

/s/ John R. McArthur Director March 10, 2006 
(John R. McArthur) 
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Number 
*3a( 1) 

*3a(2) 

*3a(3) 

*3b(4) 

*3b(5) 

*3 b( 6 )  

"3 b( 7)  

*3b( 8) 

*4a( 1) 

EXHIBIT INDEX 

Exhibit 
Restated Charter of Carolina Power & Light Company, 
as amended May 10, 1995 (filed as Exhibit No. 3(i) to 
Quarterly Report on Form 10-Q for the quarterly period 
ended June 30, 1995, File No. 1-3382). 

Restated Charter of Carolina Power & Light Company 
as amended on May 10, 1996 (filed as Exhibit No. 3(i) 
to Quarterly Report on Form 10-Q for the quarterly 
period ended June 30, 1997, File No. 1-3382). 

Amended and Restated Articles of Incorporation of 
Progress Energy, Inc. ( m a  CP&L Energy, Inc.), as 
amended and restated on June 15, 2000 (filed as Exhibit 
No. 3a(l) to Quarterly Report on Form 10-Q for the 
quarterly period ended June 30, 2000, File No. 1-15929 
and No. 1-3382). 

Amended and Restated Articles of Incorporation of 
Progress Energy, Inc. ( W a  CP&L Energy, Inc.), as 
amended and restated on December 4, 2000 (filed as 
Exhibit 3b(l) to Annual Report on Form IO-K for the 
year ended December 3 1, 2001, as filed with the SEC 
on March 28, 2002, File No. 1-15929). 

By-Laws of Progress Energy, Inc., as amended on 
March 17, 2004 (filed as Exhibit No. 3(ii)(a) to 
Quarterly Report on Form 10-Q for the quarterly period 
ended March 31,2004, File No. 1-15929). 

By-Laws of Carolina Power & Light Company, as 
amended on March 17, 2004 (filed as Exhibit No. 
3(ii)(b) to Quarterly Report on Form 10-Q for the 
quarterly period ended March 31, 2004, File No. 1-3382 
and 1-15929). 

Amended Articles of Incorporation of Florida Power 
Corporation (filed as Exhibit 3(a) to the Progress 
Energy Florida Annual Report on Form 10-K fox the 
year ended December 3 1, 1991, as filed with the SEC 
on March 30, 1992, File No. 1-3274). 

Bylaws of Progress Energy Florida, as amended 
October 1,2001 (filed as Exhibit 3.(d) to the Progress 
Energy Florida Annual Report on Form 10-K for the 
year ended December 3 1, 2004, as filed with the SEC 
on March 16, 2005, File No. 1-8349 and 1-3274). 

Description of Preferred Stock and the rights of the 
holders thereof (as set forth in Article Fourth of the 
Restated Charter of Carolina Power & tight Company, 
as amended, and Sections 1-9, 15, 16, 22-27, and 3 1 of 
the By-Laws of Carolina Power & Light Company, as 
amended (filed as Exhibit 4(f), File No.33-25560). 

Progress 
Energy, Inc. PEC PEF 

X 

X 

X 

X 

X 

X 

X 

X 

X 
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*4a(2) Statement of Classification of Shares dated January 13, 
1971, relating to the authorization of, and establishing 
the series designation, dividend rate and redemption 
prices for Carolina Power & Light Company's Serial 
Preferred Stock, $7.95 Series (filed as Exhibit 3(f), File 
NO. 33-25560). 

*4a(3) Statement of Classification of Shares dated September 
7, 1972, relating to the authorization of, and establishg 
the series designation, dividend rate and redemption 
prices for Carolina Power & Light Company's Serial 
Preferred Stock, $7.72 Series (filed as Exhibit 3(g), File 
NO. 33-25560). 

*4b( 1) Mortgage and Deed of Trust dated as of May 1, 1940 
between Carolina Power & Light Company and The 
Bank of New York (formerly, Irving Trust Company) 
and Frederick G. Herbst (Douglas J. MacInnes, 
Successor), Trustees and the First through Fifth 
Supplemental Indentures thereto (Exhibit 2(b), File No. 
2-64 189); the Sixth through Sixty-sixth Supplemental 
Indentures (Exhibit 2(b)-5, File No. 2- 162 IO;  Exhibit 
2(b)-6, File No. 2-16210; Exhibit 4(b)-8, File No. 2- 
19118; Exhibit 4(b)-2, File No. 2-22439; Exhibit 4(b)-2, 
File No. 2-24624; Exhibit 2(c), File No. 2-27297; 
Exhibit 2(c), File No. 2-30172; Exhibit 2(c), File No. 2- 
35694; Exhbit 2(c), File No. 2-37505; Exlbit  2(c), File 
No. 2-39002; Exhibit 2(c), File No. 2-41738; Exhibit 
2(c), File No. 2-43439; Exhibit 2(c), File No. 2-47751; 
Exhibit 2(c), File No. 2-49347; Exhibit 2(c), File No. 2- 
531 13; Exhibit 2(d), File No. 2-53 113; Exhibit 2(c), File 
No. 2-59511; Exhibit 2(c), File No. 2-61611; 
Exhibit 2(d), File No. 2-64189; Exhibit 2(c), File No. 2- 
65514; Exhibits 2(c) and 2(d), File No. 2-66851; 
Exhibits 4(b)-l, 4(b)-2, and 4(b)-3, File No. 2-81299; 
Exhibits 4(c)-1 through 4(c)-8? File No. 2-95505; 
Exhibits 4(b) through 4(h), File No. 33-25560; Exhibits 
4(b) and 4(c), File No. 33-3343 1; Exhibits 4(b) and 4(c), 
File No. 33-38298; Exhibits 4(h) and 4(i), File No. 33- 
42869; Exhbits 4(e)-(g), File No. 33-48607; Exhibits 
4(e) and 4(Q, File No. 33-55060; Exhibits 4(e) and 4(f), 
File No. 33-60014; Exhibits 4(a) and 4(b) to Post- 
Effective Amendment No. 1, File No. 33-38349; Exhibit 
4(e), File No. 33-50597; E h b i t  4(e) and 4(f), File No. 
33-57835; Exhibit to Current Report on Form 8-K dated 
August 28, 1997, File No. 1-3382; F o m  of Carolina 
Power & Light Company First Mortgage Bond, 6.80% 
Series Due August 15,  2007 filed as Exhibit 4 to Form 
10-Q for the period ended September 30, 1998, File No. 
1-3382; Exhibit 4(b), File No. 333-69237; and Exhibit 
4(c) to Current Report on Form 8-K dated March 19, 
1999, File No. 1-3382.); and the Sixty-eighth 
Supplemental Indenture (Exhibit No. 4(b) to Current 
Report on Form 8-K dated April 20, 2000, File No. 1- 
33 82; and the Sixty-ninth Supplemental Indenture 
(Exhibit No. 4b(2) to Annual Report on Form 10-K 
dated March 29, 2007, File No. 1-3382); and the 
Seventieth Supplemental Indenture, (Exhibit 4b(3) to 
Annual Report on Form 10-K dated March 29, 2001, 
File No. 1 -3382);and the Seventy-first Supplemental 
Indenture (Exhibit 4b(2) to Annual Report on Form 10- 
K dated March 28, 2002, File No. 1-3382 and 1-15929); 

X 

X 

X 



and the Seventy-second Supplemental Indenture 
(Exhibit 4 to PEC Report on Form 8-K dated September 
12, 2003, File No. 1-3382); and the Seventy-third 
Supplemental Indenture (Exhibit 4 to PEC Report on 
Form 8-K dated March 22, 2005, File No. 1-3382); and 
the Seventy-fourth Supplemental Indenture (Exhibit 4 to 
PEC Report on Form 8-K dated November 30, 2005, 
File No. 1-3382). 
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*4b(2) Indenture, dated as of January 1,  1944 (the "Indenture"), 
between Florida Power Corporation 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). 

*4b(3) Seventh Supplemental Indenture (filed as Exhlbit 4(b) 
to Florida Power Corporation's Registration Statement 
on Form S-3 (No. 33-16788) filed with the SEC on 
September 27, 199 1); and the Eighth Supplemental 
Indenture (filed as E h b i t  4(c) to Florida Power 
Corporation's Registration Statement on Form 5-3 (No. 
33-16788) filed with the SEC on September 27, 1991); 
and the Sixteenth Supplemental Indenture (filed as 
Exhibit 4(d) to Florida Power Corporation's Registration 
Statement on Form S-3 (No. 33-16788) filed with the 
SEC on September 27, 1991); and the Twenty-ninth 
Supplemental Indenture (filed as Exhibit 4(c) to Florida 
Power Corporation's Registration Statement on Form S- 
3 (No. 2-79832) filed with the SEC on September 17, 
1982); and the TW-eighth Supplemental 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); and the Thuty-ninth 
Supplemental Indenture (filed as Exhibit 4 to Current 
Report on Form 8-K filed with the SEC on July 23, 
2001); and the Fortieth Supplemental Indenture (filed as 
Exhibit 4 to Current Report on Form 8-K filed with the 
SEC on February 18, 2003); and the Forty-first 
Supplemental Indenture (filed as Exlubit 4 to Current 
Report on Form 8-K filed with the SEC on February 21, 
2003); and the Forty-second Supplemental Indenture 
(filed as Exhibit 4 to Quarterly Report on Form 10-Q for 
the quarter ended June 30, 2003 filed with the SEC on 
September 1 1, 2003); and the Forty-third Supplemental 
Indenture (filed as Exhibit 4 to Current Report on Form 
8-K filed with the SEC on November 21, 2003); and 
the Forty-fourth Supplemental Indenture (filed as 
Exhibit 4.(m) to the Progress Energy Florida Annual 
Report on Form 10°K dated March 16, 2005); and the 
Forty- fifth Supplemental Indenture (filed as Exhibit 4 
to Current Report on Form 8-K, filed on May 16,2005). 

X 

X 
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*4b(4) 

*4b( 5 )  

*4bf6) 

*4c 

*4d 

"4e 

"4f 

Indenture, dated as of December 7, 2005, between 
Progress Energy Florida, Inc. and J.P. Morgan Trust 
Company, National Association, as Trustee with respect 
to Senior Notes, (filed as Exhibit 4(a) to Cunent Report 
on Form 8-K dated December 13, 2005, File No. 1- 
3274). 

Indenture, dated as of March 1, 1995, between Carolina 
Power & Light Company and Bankers Trust Company, 
as Trustee, with respect to Unsecured Subordinated 
Debt Securities (filed as Exhibit No. 4(c) to Current 
Report on Form 8-K dated April 13, 1995, File No. 1- 
3382). 

Indenture, dated as of February 15, 2001, between X 
Progress Energy, Inc. and Bank One Trust Company, 
N.A., as Trustee, with respect to Senior Notes (filed as 
Exlubit 4(a) to Form 8-K dated February 27, 2001, File 
No. 1-15929). 

Resolutions adopted by the Executive Comnlittee of the 
Board of Directors at a meeting held on April 13, 1995, 
establishing the terms of the 8.55% Quarterly Income 
Capital Securities (Series A Subordinated Deferrable 
Interest Debentures) (filed as Exhibit 4(b) to Current 
Report on Form 8°K dated April 13, 1995, File No. 1- 
3382). 

Indenture (for Senior Notes), dated as of March 1, 1999 
between Carolina Power & Light Company and The 
Bank of New York, as Trustee, (filed as Exhibit No. 
4(a) to Current Report on Form 8-K dated March 19, 
1999, File No. 1-3382), and the First and Second 
Supplemental Senior Note Indentures thereto (Exhibit 
No. 4(b) to Current Report on Form 8-K dated March 
19, 1999, File No. 1-3382); Exhibit No. 4(a) to Current 
Report on Form 8-K dated April 20, 2000, File No. I- 
3382). 

Indenture (For Debt Securities), dated as of October 28, 
1999 between Carolina Power & Light Company and 
The Chase Manhattan Bank, as Trustee (filed as Exhibit 
4(a) to Current Report on Form 8-K dated November 5, 
1999, File No. 1-3382), (Exhibit 4(b) to Current Report 
on Form 8-K dated November 5,  1999, File No. 1- 
3382). 

Contingent Value Obligation Agreement, dated as of X 
November 30, 2000, between CP&L Energy, Inc. and 
The Chase Manhattan Bank, as Trustee (Exhibit 4.1 to 
Current Report on Form 8-K dated December 12, 2000, 
File No. 1-3382). 
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*10a(l) 

* lOa(2) 

* I Oa(3) 

* 1 Oa(4 

*10a(5 

* 1 Oa( 6) 

*10b(l) 

* 1 Ob(2) 

Purchase, Construction and Ownership Agreement 
dated July 30, 1981 between Carolina Power & Light 
Company and North Carolina Municipal Power Agency 
Number 3 and Exhibits, together with resolution dated 
December 16, 1981 changing name to North Carolina 
Eastem Municipal Power Agency, amending letter 
dated February 18, 1982, and amendment dated 
February 24, 1982 (filed as Exhibit lO(a), File No. 33- 
25 5 60). 

Operating and Fuel Agreement dated July 30, 1981 
between Carolina Power & Light Company and North 
Carolina Municipal Power Agency Number 3 and 
Exhibits, together with resolution dated December 1 6, 
1981 changing name to North Carolina Eastern 
Municipal Power Agency, amending letters dated 
August 21, 1981 and December 15, 1981, and 
amendment dated February 24, 1982 (filed as Exhibit 
10(b), File No. 33-25560). 

Power Coordination Agreement dated July 30, 198 1 
between Carolina Power & Light Company and North 
Carolina Municipal Power Agency Number 3 and 
Exhbits, together with resolution dated December 16, 
1981 changing name to North Carolina Eastern 
Municipal Power Agency and amending letter dated 
January 29, 1982 (filed as Exlubit lO(c), File No. 33- 
25560). 

Amendment dated December 16, 1982 to Purchase, 
Construction and Ownershp Agreement dated July 30, 
1981 between Carolina Power & Light Company and 
North Carolina Eastern Municipal Power Agency (filed 
as Exhibit 10(d), File No. 33-25560). 

Agreement Regarding New Resources and Interim 
Capacity between Carolina Power & Light Company 
and North Carolina Eastern Municipal Power Agency 
dated October 13, 1987 (filed as Exhibit lO(e), File No. 
3 3-25560). 

Power Coordination Agreement - 1987A between North 
Carolina Eastern Municipal Power Agency and Carolina 
Power & Light Company for Contract Power From New 
Resources Period 1987-1993 dated October 13, 1987 
(filed as Exhbit lO(f ) ,  File No. 33-25560). 

Progress Energy, Inc. $1,130,000,000 5-Year Revolving X 
Credit Agreement dated as of August 5,  2004 (filed as 
E h b i t  lO(i) to Quarterly Report on Form 10-Q for the 
period ended June 30,2004, File No. 1-15929). 

Amendment, dated as of March 11, 2005, to the X 
$1, I30,000,000 5-Year Revolving Credit Agreement 
among Progress Energy, Inc. and certain lenders, dated 
August 5,  2004 (filed as Exhibit lOb(10) to Annual 
Report on Form 10-K dated March 16, 2005, File No. 1- 
15929). 

X 

X 

X 

X 

X 

X 
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* 1 Ob(3) 

* 1 Obf4) 

-+" 1 Oc( I )  

-+* 1 Oc(2) 

+* lOc(3) 

+* 1 Oc(4) 

+* 1 Oc( 5 )  

-+*10~(6) 

+* 1 Oc( 7) 

+* 1 Oc( 8) 

PEF 5-Year $450,000,000 Credit Agreement, dated as 
of March 28, 2005 (filed as Exhibit lO(ii) to Current 
Report on Fom 8-K filed April 1, 2005, File No. 1- 
3 274). 

~ 

X 

PEC 5-G-Year $450,000,000 Credit Agreement dated as 
of March 28,2005 (filed as Exhibit 1O(i) to Current 
Report on Form 8-K filed April 1,2005, File No. 1- 
3382). 

Retirement Plan for Outside Directors (filed as Exhibit 
lO(i), File No. 33-25560). 

Resolutions of the Board of Directors dated May 8, X 
1991, amending the PEC Directors Deferred 
Compensation Plan (filed as Exhibit 10(b), File No. 33- 
48607). 

Resolutions of Board of Directors dated July 9, 1997, 
amending the Deferred Compensation Plan for Key 
Management Employees of Carolina Power & Light 
Company. 

Florida Progress Supplemental Executive Retirement 
Plan, as amended and restated effective February 20, 
1997 (filed as Exhbit lO.(e) to the Florida Progress 
Annual Report on Form 10-K for the year ended 
December 3 1, 1999, as filed with the SEC on March 30, 
2000, File No. 1-3274). 

Executive Optional Deferred Compensation Plan (filed 
as Exhibit lO.(c) to the Florida Progress Annual Report 
on Form 10-K for the year ended December 31, 1996 as 
filed with the SEC on March 27, 1997, File No. 1-8349 
and 1-3274). 

Carolina Power & Light Company Restricted Stock X 
Agreement, as approved January 7 ,  1998, pursuant to 
the Company's 1997 Equity Incentive Plan (filed as 
Exhibit No. 10 to Quarterly Report on Form 10-Q for 
the quarterly period ended March 31, 1998, File No. 1- 
3382.) 

Management Incentive Compensation Plan of Florida 
Progress Corporation, as amended December 14, 1999 
(filed as Exhbit lO.(a) to the Progress Energy Florida 
Annual Report on Form 10-K for the year ended 
December 3 1, 1999, as filed with the SEC on March 30, 
2000, File No. 1-8349 and 1-3274). 

Progress Energy Florida Management Incentive 
Cornpensation Plan, effective January 1, 2001 (filed as 
Exhibit lOb(25) to the Progress Energy Florida Annual 
Report on Form 10-K for the year ended December 3 1, 
2000, as filed with the SEC on March 28, 2001, File No. 
1-8349 and 1-3274). 
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+*10c(9) 

-+* 1 Oc( 10) 

+*lOC(ll) 

-t- * 1 Oc( 1 2) 

+* 1 Oc( 1 3) 

+* 1 Oc( 14) 

+* I Oc( I 5 )  

+10c(l6) 

+* 1 Oc( 17) 

+* lOc(l8) 

1997 Equity Incentive Plan, Amended and Restated as 
of September 26, 2001 (filed as Exhibit 4.3 to Progress 
Energy Form S-8 dated September 27, 200 1, File No. 1 - 
3382). 

Performance Share Sub-Plan of the 1997 Equity 
Incentive Plan, as amended January 1, 2001 (filed as 
Exhibit 1 Oc( 1 I) to Annual Report on Form 10-K for the 
year ended December 31, 2001, as filed with the SEC 
on March 28,2002, File No. 1-3382 and 1-15929). 

Progress Energy, Inc. Form of Stock Option Agreement 
(filed as Exhibit 4.4 to Form S-8 dated September 27, 
2001, File No. 333-70332). 

Progress Energy, Inc. Form of Stock Option Award 
(filed as Exhibit 4.5 to Form S-8 dated September 27, 
2001, File No. 333-70332). 

2002 Progress Energy, Inc. Equity Incentive Plan, 
amended and restated July 10, 2002 (filed as Exhibit 
lO(vi) to Quarterly Report on Form 10-Q for the period 
ended September 30, 2002, File No. 1-3382 and 1- 
15929). 

Amended Performance Share Sub-Plan of the 2002 
Progress Energy, Inc. Equity Incentive Plan effective as 
of January 1, 2005 (filed as Exhibit lOc(13) to Annual 
Report on Form IO-K for the year ended December 3 1, 
2004, as filed with the SEC on March 16,2005, File No. 
1-3382 and 1-15929). 

Broad-Based Performance Share Sub-plan, Exhibit B to 
the 2002 Progress Energy, Inc. Equity Incentive Plan 
(effective January 1, 2005) (filed as Exhibit lO(c) to 
Quarterly Report on 10-Q for the period ended 
September 30, 2005, File No. 1-3382, 1-15929 and 1- 
3274). 

Executive and Key Manager Performance Share Sub 
Plan, Exhibit A to the 2002 Progress Energy, Inc. 
Equity Incentive Plan. 

Amended Management Incentive Compensation Plan of 
Progress Energy, Inc., effective January 1, 2005 (filed 
as Exhibit lO(i) to current report on Form 8-K dated 
December 13, 2004, File Nos. 1-3382, 1-3274, 1-15929 
and 1-8349). 

Progress Energy, Inc. Amended and Restated 
Management Deferred Compensation Plan, Adopted as 
of January 1, 2000, as Revised and Restated, effective 
January 1,  2005 (filed as Exhibit lOc(l1) to Annual 
Report on Form 10-K for the year ended December 3 1, 
2004, as filed with the SEC on March 16,2005, File No. 
1-3382 and 1-15929). 
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+* lOC(19) 

+* 1 Oc(20) 

+* 1 Oc(2 1) 

+*10c(22) 

+* 1 Oc(23) 

+*lOc(24) 

+* 1 Oc(25) 

+* 1 Oc(26) 

Progress Energy, Inc. Management Change-in-Control 
Plan, Amended and Restated Effective as of January 1, 
2005 (filed as Exhibit lOc(12) to Annual Report on 
F o m  10-K for the year ended December 3 1, 2004, as 
filed with the SEC on March 16, 2005, File No. 1-3382 
and 1-15929). 

Form of Deferred Compensation Pian for Directors-- 
Method of Payment Agreement of Progress Energy, 
Inc., effective as of January 1, 2005 (filed as Exhibit 
lO(ii) to Current Report on Form 8-K dated December 
13, 2004, File Nos. 1-3382, 1-3274, 1-15929 and 1- 
8349). 

Amended and Restated Progress Energy, Inc. 
Restoration Retirement Plan, effective as of January 1, 
2005 (filed as Exhibit lOc(15) to Annual Report on 
Form 10-K for the year ended December 31, 2004, as 
filed with the SEC on March 16, 2005, File No. 1-3382 
and 1-15929). 

Amended and Restated Supplemental Senior Executive 
Retirement Plan of Progress Energy, Inc., amended, 
effective January 1, 2005 (filed as Exhibit lOc(l6) to 
Annual Report on Form IO-K for the year ended 
December 3 1, 2004, as filed with the SEC on March 16, 
2005, File No. 1-3382 and 1-15929). 

Amended Non-Employee Director Stock Unit Plan of 
Progress Energy, Inc. effective January 1, 2006 (filed as 
Exhibit 10 to Current Report on Form 8-K dated 
December 14,2005, File No. 1-15929). 

Form of Progress Energy, Inc. Restricted Stock 
Agreement pursuant to the 2002 Progress Energy Inc. 
Equity Incentive Plan, as amended July 2002 (filed as 
Exhibit 1 Oc(l8) to Annual Report on Form 10-K for the 
year ended December 31, 2004, as filed with the SEC 
on March 16, 2005, File No. 1-3382 and 1-15929). 

Agreement dated April 27, 1999 between Carolina 
Power & Light Company and Sherwood H, Smith, Jr. 
(filed as Exhibit lOb(32) to Annual Report on Form 10- 
K for the year ended December 3 1, 1999, as filed with 
the SEC on March 27,2000, File No. 1-3382). 

Employment Agreement dated August 1, 2000 between 
CP&L Service Company LLC and Robert McGehee 
(filed as Exhibit lO(iv) to Quarterly Report on Form 10- 
Q for the period ended September 30, 2000, File No. 1- 
15929 and No. 1-3382). 
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+* 1 Oc(27) 

+*10c(28) 

+*10c(29) 

+*lOc(30) 

+* 1 Oc(3 1) 

+*10c(32) 

f *  1 Oc(33) 

Form of Employment Agreement dated August 1, 2000 
(i) between Carolina Power & Light Company and Don 
K. Davis; and (ii) between CP&L Service Company 
LLC and Peter M. Scott I11 (filed as Exlubit 1O(v) to 
Quarterly Report on Form 10-Q for the period ended 
September 30, 2000, File No. 1-15929 and No. 1-3382). 

Amendment, dated August 5 ,  2005, to Employment 
Agreement dated between Progress Energy Service 
Company, LLC and Peter M. Scott 111 (filed as Exhibit 
10 to Quarterly Report on Form 10-Q for the period 
ended June 30, 2005, File No. 1-15929, 1-3382 and 1- 
3274). 

Form of Employment Agreement dated August 1, 2000 
between Carolina Power & Light Company and Fred 
Day IV, C.S. “Scotty” Hinnant and E. Michael Williams 
(filed as Exhibit lO(vi) to Quarterly Report on Form 10- 
Q for the period ended September 30, 2000, File No. 1- 
15929 and NO. 1-3382). 

Employment Agreement dated November 30, 2000 
between Carolina Power & Light Company, Florida 
Power Corporation and H. William Habermeyer, Jr. 
(filed as Exhibit lO.(b)(32) to the Progress Energy 
Florida Annual Report on Form 10-K for the year ended 
December 31, 2000, as filed with the SEC on March 28, 
2001, File No. 1-8349 and 1-3274). 

Form of Employment Agreement between (i) Progress 
Energy Service Company and John R. McArthur, 
effective J a ” y  2003; (ii) Progress Energy Florida, 
Inc. and Jeffrey J. Lyash, dated December 15, 2003 
effective January 2003 and (iii) Progress Energy 
Carolinas, Inc. and Lloyd M. Yates, dated January 1, 
2005 (filed as Exhibit lOc(27) to Annual Report on 
Form 10-K for the year ended December 3 1, 2002, as 
filed with the SEC on March 21, 2003, File No. 1-3382 
and 1-15929). 

Employment Agreement dated October 1,2003 between 
Progress Energy Service Company LLC and Geoffiey 
S. Chatas (filed as Exhibit lOc(28) to the Progress 
Energy, Inc. Annual Report on Form 10-K for the year- 
ended December 31, 2003, as filed with the SEC on 
March 12,2004, File No. 1-3382 and 1-15929). 

General Release and Severance Agreement, dated 
November 14, 2005, between Geoffrey S. Chatas and 
Progress Energy Service Company, LLC (filed as 
Exhibit 99.1 to Current Report on Form 8-K as filed 
with the SEC on November 14, 2005, File No. 1-1 5929, 
1-3382 and 1-3274). 
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f *  1 Oc(34) 

+*10c(35) 

+ 1 0c( 3 6) 

+ 1 Oc( 3 7) 

*10d(l) 

* 1 Od( 2) 

Agreement dated March 31, 2004 between Progress 
Energy, Inc. and William Cavanaugh 111 (filed as 
Exhibit lOc(28) to Annual Report on Form 10-K for the 
year ended December 31, 2004, as filed with the SEC 
on March 16, 2005, File No. 1-3382 and 1-15929). 

Employment Agreement dated January 1,2005 between 
Progress Energy Carolinas, Inc. and William D. Johnson 
(filed as Exhibit lOc(29) to Annual Report on Form 10- 
K for the year ended December 31, 2004, as filed with 
the SEC on March 16, 2005, File No. 1-3382 and 1- 
15929). 

Amendment, effective as of April 1, 2005, to the 
Amended Management Incentive Compensation Plan of 
Progress Energy, Inc. 

Amendment, effective as of April 1, 2005, to the 
Amended and Restated Progress Energy, Inc. 
Management Deferred Compensation Plan. 

Agreement dated November 18, 2004 between 
Winchester Production Company, Ltd., TGG Pipeline 
Ltd., Progress Energy, Inc. and EnCana Oil & Gas 
(USA), Inc. (filed as Exhibit 10d(l) to Annual Report 
on Form 10-K for the year ended December 3 1,2004, as 
filed with the SEC on March 16, 2005, File No. 1-3382 
and 1-15929). 

Precedent and Related Agreements among Florida 
Power Corporation d/b/a Progress Energy Florida, Inc. 
(“PEF”), Southern Natural Gas Company (“SNG”), 
Florida Gas Transmission Company (“FGT’), and BG 
LNG Services, LLC (“BG”), including: 

a) Precedent Agreement by and between SNG and PEF, 
dated December 2,2004; 
b) Gas SaIe and Purchase Contract between BG and 
PEF, dated December 1 , 2004; 
c) Interim Firm Transportation Service Agreement by 
and between FGT and PEF, 
dated December 2, 2004; 
d) Letter Agreement between FGT and PEF, dated 
December 2,2004 and Firm 
Transportation Service Agreement by and between 

FGT and PEF to be entered 
into upon satisfaction of certain conditions precedent; 
e)Discount Agreement between FGT and PEF, dated 
December 2,2004; 
f) Amendment to Gas Sale and Purchase Contract 
between BG and PEF, dated 
January 28,2005; and 
g)Letter Agreement between FGT and PEF, dated 
January 3 1 , 2005, 

(filed as Exhibit 10.1 to Current Report on Form 8-WA 
filed March 15, 2005). (Confidential treatment has been 
requested for portions of t h ~  exhibit. These portions 
have been omitted from the above-referenced Current 
Report and submitted separately to the SEC.) 
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"lOd(3) Agreement and Plan of Merger by and among Progress X 
Rail Services Holdings Corp., PRSC Acquisition C o p ,  
PMRC Acquisition Co., Progress Rail Services 
Corporation, Progress Metal Reclamation Company, 
Progress Fuels Corporation and Progress Energy, Inc. 
(with respect to Articles 111, VI, VI11 and IX) dated 
February 17, 2005 (filed as E h b i t  lO(a> to Quarterly 
Report on Form 10-Q for the period ended September 
30, 2005, File No. 1-15929, 1-3382 and 1-3274). 

Computation of Ratio of Earnings to Fixed Charges. X 

Computation of Ratio of Eamings to Fixed Charges and 
Ratio of Earnings to Fixed Charges and Preferred 
Dividends Combined. 

X 

X Computation of Ratio of Earnings to Fixed Charges and 
Ratio of Earnings to Fixed Charges and Preferred 
Dividends Combined. 

Subsidiaries of Progress Energy, Inc. X 

X Consent of Deloitte & Touche LLP. 

X Consent of Deloitte & Touche LLP. 

Consent of Deloitte & Touche LLP. X 

302 Certification of Chief Executive Officer x 
X 302 Certification of Chief Financial Officer 

302 Certification of Chief Executive Officer X 

X 302 Certification of Chief Financial Officer 

302 Certification of Chief Executive Officer X 

X 302 Certification of Chief Financial Officer 

906 Certification of Chief Executive Officer X 

906 Certification of Chief Financial Officer X 
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906 Certification of Chief Executive Officer 

906 Certification of Chief Financial Officer 

906 Certification of Chief Executive Officer 

906 Certification of Chief Financial Officer 

~ 

X 

X 

X 

x 

*Incorporated herein by reference as indicated. 
+Management contract or compensation plan or arrangement required to be filed as an exhbit to t l xs  report pursuant to Item 14 (c) of 
Form 10-K. 
-Sponsorship of this management contract or compensation plan or arrangement was transferred from Carolina Power & Light 
Company to Progress Energy, Inc., effective August I, 2000, 
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EXHIBIT A 
TO 

2002 EQUITY INCENTIVE PLAN 

EXECUTIVE AND KEY MANAGER PERFORMANCE SHARE SUB-PLAN 

(Effective January 1, 2005) 

This Executive and Key Manager Performance Share Sub-Plan (“Sub-Plan”) sets forth the rules and regulations adopted by the 
Committee for issuance of Performance Share Awards under Section 10 of the 2002 Equity Incentive Plan (“Plan”). These d e s  and 
regulations shall apply to Awards granted effective on and after January 1, 2005. In addition, the rules and regulations relating to the 
deferral of Awards set forth in this Sub-Plan shall apply to any Awards which become vested on or after January 1,2005. Capitalized 
terms used in this Sub-Plan that are not defined herein shall have the meaning given in the Plan. In the event of any conflict between 
this Sub-Plan and the Plan, the terms and conditions of the Plan shall control. No Award Agreement shall be required for participation 
in this Sub-plan. 

Section I. Definitions 

When used in this Sub-Plan, the following terms shall have the meanings as set forth below, and are in addition to the deffitions set 
forth in the Plan. 

1.1 “Account” means the account used to record and track the number of Performance Shares granted to each Participant as provided 
in Section 2.4. 

1.2 “Award” as used in tlus Sub-Plan means each aggregate award of Performance Shares as provided in Section 2.2. 

1.3 “EBITDA” means earnings before interest, taxes, depreciation, and amortization as determined from time to time by the 
Committee. 

1.4 “EBITDA Growth” means the percentage increase (if any) in EBITDA for any Year, as compared to the previous Year as 
determined from time to time by the Committee. 

1.5 “Peer Group” means the peer group of utilities designated by the Committee prior to the beginning of the Performance Period for 
which an Award is granted. 

1.6 “Performance Period” for purposes of this Sub-Plan means three consecutive Years beginning with the Year in which an Award is 
granted . 

1.7 “Performance Schedule’’ means Attachment 1 to h s  Sub-plan, which sets forth the Performance Measures applicable to h s  Sub- 
Plan. 



1.8 ‘‘Performance Share’’ for purposes of this Sub-Plan means each unit of an Award granted to a Participant, the value of which is 
equal to the value of Company Stock as hereinafter provided. 

1.9 “Retire” or “Retirement” means termination of employment on or after: 

(a) becoming 65 years old with at least 5 years of service; 

(10) becoming 55 years old with at least 15 years of service; or 

(c) achieving at least 35 years of service, regardless of age. 

1.10 “Salary” means the regular base rate of compensation payable by the Company to a Participant on an annual basis. Salary does 
not include bonuses, if any, or incentive compensation, if any. Such compensation shall not be reduced by any deferrals made under 
any other plans or programs maintained by the Company. 

1.1 1 “Total Shareholder Retum” means the total percentage return realized by the owner of a share of stock during a relevant Year or 
any part thereof. Total Shareholder Return is equal to the appreciation or depreciation in value of the 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 the dividends declared during the relevant period, divided by the closing value of the stock on the last trading 
day of the preceding Year. 

1.12 “Year” means a calendar year. 

Section 2. Sub-Plan Participation and Awards 

2.1 Participant Selection. Participants under this Sub-Plan shall be selected by the Committee in its sole discretion as provided in 
Section 4.2 of the Sponsor of the Plan. 

2.2 Awards. Subject to any adjustments to be made under Section 2.5, the Compensation Committee may, in its sole discretion, grant 
Awards to some or all of the Participants in the form of a specific number of Performance Shares. The target and maximum value of 
any Award granted to any Participant in any calendar Year will be based upon the following: 



IParticiDant h’areet Award haximum Award 
~~ ~ ~ _ _ _ _ ~  

CEO* 
COO” 

~~~ ___ 

290% of Salary 
200% of Salary 

362.5% of Salary 
250% of Salary 

kesidents*/Executive VPs* 11 33% of Salarv 1166.25% of Salary 
Senior VPs* 110% of Salary 137.5% of Salary 
VPDepartment Heads** 
Level I 100% of Salary 125% of Salary 
Level I1 80% of Salary 100% of Salary 
Level 111 60% of Salary 75% of Salary 
Kev Manarrers 55% of Sa1ai-v 68.75% of Salary 

* Senior Management Committee level position 
**Levels shall be determined in the sole discretion of the Corrimittee 

2.3 Award Valuation at Grant. In calculating the value of an Award for purposes of Section 2.2, the value of each Performance Share 
shall be equal to the closing price of a share of Stock on the last trading day of the Year before the Performance Period begins. The 
Participant‘s Salary shall be determined as of the January 31 preceding the date the Award is granted, or such other time as is 
determined in the discretion of the Committee. Each Award is deemed to be granted on the day that it is approved by the Committee. 

2.4Accounting and Adjustment of Awards. The number of Performance Shares awarded to a Participant shall be recorded in a 
separate Account for each Participant. The number of Performance Shares recorded in a Participant‘s Account shall be adjusted to 
reflect any splits or other adjustments in the Stock. If any cash dividends are paid on the Stock, the number of Performance Shares in 
each Participant’s Account shall be increased by a number equal to (i) the dividend multiplied by the number of Performance Shares in 
each Participant‘s Account, divided by (ii) the closing price of a share of Stock on the payment date of the dividend. No adjustment 
shall be made to any outstanding Awards of a Retired Participant for cash dividends paid on Stock during the Performance Period 
following the Retirement of the Participant. 

2.5 Performance Schedule and Calculation of Awards. Except as otherwise provided, each Award shall become vested on January 1 
immediately following the end of the applicable Performance Period, subject to adjustment in accordance with the following 
procedure: 

(a) One-half of the Award shall be adjusted as follows: 

(i) The Total Shareholder Return for the Company shall be determined for each Year during the Performance Period, and shall then be 
averaged (the “Company TSR’). 

(ii) The average Total Shareholder Return for the Peer Group utilities shall be determined for each Year during the Performance 
Period, and shall then be averaged ( the “Peer Group TSR”). The two highest and two lowest performing utilities within the Peer 
Group shall be excluded for purposes of determining the Peer Group TSR. 

(iii) The Peer Group TSR for the Performance Period shall be subtracted from the Company TSR for the Performance Period. The 
remainder shall then be used to determine the number of vested Performance Shares using the Performance Schedule, based on one- 
half of the number of Performance Shares in the Participant’s Account. 

(b) The other one-half of the Award shall be adjusted as follows: 

(i) The EBITDA Growth for the Company shall be determined for each Year during the Performance Period, and shall then be 
averaged (the “Company EBITDA Growth”). 

(ii) The average EBITDA Growth for the Peer Group utilities shall be determined for each Year during the Performance period, and 
shall be averaged (the “Peer Group EBITDA Growth”). The two hghest and two lowest performing utilities within the Peer Group 
shall be excluded for purposes of determining the Peer Group EBITDA Growth. 

(iii) The Peer Group EBITDA Growth for the Performance Period shall be subtracted from the Company EBITDA Growth for the 
Performance Period. The remainder shall then be used to determine the number of vested Performance Shares using the Performance 
Schedule, based on one-half of the number of Performance Shares in the Participant’s Account. 

(c) The total number of vested Performance Shares payable to the Participant shall be the sum of the amounts determined in 
accordance with subsections (a) and (b) above. 

(d) The Performance Measures and the Performance Schedule will not change during any Performance Period with regard to any 
Awards that have already been granted. The Committee reserves the right to modify or adjust the Performance Measures and/or the 
Performance Schedule in the Committee’s sole discretion with regard to future grants. 



2.4 Payment Options. Except as provided in Section 3, Awards shall be paid after expiration of the Performance Period. The Company 
will issue one share of Stock in payment for each vested Performance Share (rounded to the nearest whole Performance Share) 
credited to the Account of the Participant. Payment shall be made as follows: 

(a) 100% during the month of April of the Year immediately following expiration of the Performance Period, or as soon as practical 
thereafter; or 

(b) in accordance with an alternative payment election made by Participant substantially in the f o m  attached hereto as Attachment 2, 
provided that such election is executed by the Participant and retumed to the Vice President, Human Resources Department no later 
than the end of the first Year of the Performance Period. Once made, this election is irrevocable. A deferral election may only be made 
by a Participant who is employed as a Department Head or in a hzgher position on the date the deferral election is solicited. 

2.7 Grantor Trust. In the case of a Change in Control, the Company shall, subject to the restrictions in t h s  Section 2.7 and Section 
13.12 of the Plan, irrevocably set aside shares of Stock or cash in one or more such grantor trusts in an amount that is sufficient to pay 
each Participant employed by such Company (or Designated Beneficiary), the net present value as of the date on which the Change in 
Control occurs, of the earned benefits to which Participants (or their Designated Beneficiaries) would be entitled pursuant to the terms 
of the Plan if the value of their deferral account (if any) established pursuant to section 2.6(b) would be paid in a lump sum upon the 
Change in Control. Any such trust shall be subject to the claims of the general creditors of the Sponsor or Company in the event of 
bankruptcy or insolvency of the Sponsor or Company. 

Section 3. Early Vesting and Forfeiture 

3.1 Retirement. Death or Divestiture. If the Participant Retires or dies prior to expiration of the Performance Period, or terminates 
employment as the result of a Divestiture during a Performance Period, any outstanding Awards of the Participant for any unexpired 
Performance Period shall immediately become vested. Payment of the outstanding Awards of such Participant shall be subject to the 
following special provisions: 

(a) In the event of the Retirement of the Participant, the Participant’s outstanding Awards shall be adjusted in accordance with Section 
2.5 and paid in accordance with Section 2.6 following the end of the Performance Period for the Award; provided, that if the 
Participant has elected to defer payment until a specified date certain and retires before the date specified in the deferral election, the 
Company will commence distribution of the Award as soon as practical on or after the later of: (i) the April 1 following the first 
anniversary of the date of Retirement, or (ii) the April 1 of the year following the end of the Performance Period, even though said 
date is earlier than the date specified in the deferral election. 

(b) In the event of the death of the Participant, or termination of employment as the result of a Divestiture during a Performance 
Period, the Participant’s outstanding Awards shall be adjusted and paid in accordance with Section 3.3. 

3.2 Change in Control. In the event of a Change in Control prior to the expiration of the Performance Period, any outstanding Award 
of the Participant for any unexpired Performance Period shall be treated as follows: 

(a) If the Award is assumed by the successor to the Sponsor as of the date of the Change in Control, each outstanding Award not 
previously forfeited shall continue to vest and shall be paid pursuant to the terms of this Sub-plan; provided, however, that in the event 
the employment of the Participant is terminated by the Company without Cause following the Change in Control, any outstanding 
Award shall become vested as of the termination date, and the aggregate value of the Award shall be paid after being adjusted in 
accordance with Section 3.3. 

(b) If the Award is not assumed by the successor to the Sponsor as of the date of the Change in Control, any outstanding Award shall 
become vested as of the date of the Change in Control, and the aggregate value of the Award shall be paid after being adjusted in 
accordance with Section 3.3. 

3.3 Adjustment of Awards. Any Award which is vested prior to the end of the Performance Period due to the death of the Participant, 
termination of employment as a result of a Divestiture, or Change in Control during the Performance Period, shall be adjusted 
pursuant to the following procedure: 

(a) One-half of the Award shall be adjusted as follows: 

(i) The Company TSR shall be determined for each Year or partial Year, and a weighted average Company TSR shall be calculated 
for the period between the first day of the Performance Period and the date the Participant dies, the date of termination as a result of 
the Divestiture or the date that the Award is vested pursuant to Section 3.2 (the “Prorated Company TSR”). 

(ii) The average Peer Group TSR shall be determined for each Year or partial Year, and a weighted average Peer Group TSR shall be 
calculated for the period between the fust day of the Performance Period and the date the Participant dies, the date of termination as a 
result of the Divestiture or the date that the Award is vested pursuant to Section 3.2 (the “Prorated Peer Group TSR’). The two highest 
and two lowest performing utilities within the Peer Group shall be excluded for purposes of determining the Peer Group TSR. 

(iii) The Prorated Peer Group TSR for the Performance Period shall be subtracted fiom the Prorated Company TSR for the 
Performance Period. The remainder shall then be used to determine the vested Performance Shares using the Performance Schedule, 
based on one-half of the number of Performance Shares in the Participant’s Account. 



(b) The other one-half of the Award shall be adjusted as follows: 

(i) The Company EBITDA Growth shall be determined for each Year or partial Year, and a weighted average Company EBITDA 
Growth shall be calculated for the period between the first day of the Performnce Period and the end of the calendar quarter 
immediately preceding the date the Participant dies, the date of termination as a result of the Divestiture or the date that the Award is 
vested pursuant to Section 3.2 (the “Prorated Company EBITDA Growth”). 

(ii) The average Peer Group EBITDA Growth shall be determined for each Year or partial Year, and a weighted average Peer Group 
EBITDA Growth shall be calculated for the period between the first day of the PerEonnance Period and the end of the calendar quarter 
immediately preceding the date the Participant dies, the date of termination as a result of the Divestiture or the date that the Award is 
vested pursuant to Section 3.2 (the “Prorated Peer Group EBITDA Growth”). The two highest and two lowest performing utilities 
within the Peer Group shall be excluded for purposes of determining the Peer Group EBITDA Growth. 

(iii) The Prorated Peer Group EBITDA Growth for the Performance Period shall be subtracted from the Prorated Company EBITDA 
Growth for the Performance Period. The remainder shall then be used to determine the vested Performance Shares using the 
Performance Schedule, based on one-haIf of the number of Performance Shares in the Participant‘s Account. 

(c)The total number of vested Performance Shares payable to the Participant shall be the sum of the amounts determined in 
accordance with subsections (a) and (b) above. 

(d) In the event of the death of the Participant, payment shall be made within a reasonable time after the Participant dies to the 
Participant‘s Designated Beneficiary. In the event of the termination of employment of the Participant as a result of a Divestitwe, 
payment shall be made within a reasonable time after the termination of the Participant, notwithstanding any election under Section 
2.6; provided, that if the Participant is a “key employee” as defined in Section 416(i) of the Code (but determined without regard to 
the 50 employee limit on the number of officers treated as key employees), payment shall not be made before six months after the date 
of separation from service (or, if earlier, the date of death of the Participant) and the amount of any payment made in cash (ie., with 
respect to Awards granted prior to January 1, 2005) shall be based upon the value of the Performance Shares as determined by 
reference to the closing price of the Stock on the trading day occurring on or next following the date that is six months after the date of 
separation of the Participant (or, if earlier the date of death of the Participant). If the Award is vested pursuant to Section 3.2, the 
Award shall be paid withm a reasonable time after the date of vesting, notwithstanding any election under Section 2.6. The Company 
will issue one share of Stock in payment for each Performance Share (rounded to the nearest whole Performance Share) credited to the 
Account of the Participant, 

3.4 Termination of Employment. In the event that a Participant‘s employment with the Company terminates for any reason other than 
as provided in this Section 3, any Award made to the Participant which has not vested as provided in Section 2 or Section 3 shall be 
forfeited. Any vested Awards shall be paid within a reasonable time after termination (for reasons other than Retirement), 
notwithstanding any election to defer the payment of any Award under Section 2.6. However, if the Participant is a “key employee” as 
defined in Section 416(1) of the Code (but determined without regard to the 50 employee limit on the number of officers treated as key 
employees), payment shall not be made before six months after the date of separation from service for any reason including 
Retirement (or, if earlier, the date of death of the Participant) and the amount of any payment made in cash (ie., with respect to 
Awards granted prior to January 1, 2005) shall be based upon the value of the Performance Shares as determined by reference to the 
closing price of the Stock on the trading day occurring on or next following the date that is six months after the date of separation of 
the Participant (or, if earlier the date of death of the Participant). 

Section 4. Non-Assignability of Awards 

The Awards and any right to receive payment under the Plan and this Sub-Plan may not be anticipated, alienated, pledged, 
encumbered, or subject to any charge or legal process, and if any attempt is made to do so, or a Participant becomes bankrupt, then in 
the sole discretion of the Committee, any Award made to the Participant which has not vested as provided in Sections 2 and 3 shall be 
forfeited. 

Section 5. Amendment and Termination 

This Sub-Plan shall be subject to amendment, suspension, or termination as provided in the Plan. 



ATTACHMENT 1 

PERFORMANCE SCHEDULE 

PEWORMANCE SHARE CALCULATION' 

The following table shall be used to adjust one half of the Participant's Award in accordance with Section 2.5(a) or Section 3.3(a) of 
the Plan: 

Ifthe Company TSR2 minus 
the Peer Group TSR2 is: 

5% or better 
4.0 - 4.99 
3 .O - 3.99 
2.0 - 2.99 
1.0 - 1.99 

(0.99) - 0.99 
(1.0) - (1.99) 
2.0) or less 

Then the 50% of the vested 
Performance Share Award 

shall be multiplied by: 
2.00 
1.75 
1 .so 
1.25 
1 .oo 
.50 
.25 

0.00 



The following table shall be used to adjust one half of the Participant's Award in accordance with Section 2.5(b) or Section 3.3(b) of 
the Plan: 

rfthe Company EBITDA Growth2 minus 
the Peer Group EBITDA Growth2 is: 

5% or better 
4.0 - 4.99 
3.0 - 3.99 
2.0 - 2.99 
1.0 - 1-99 

0.00 - 0.99 
Less than 0 

Then the 50% of the vested 
Performance Share Award 

shall be multiplied by: 
2.00 
1.75 
1 S O  
1.25 
1 .oo 
s o  
0 

' The number of Performance Shares as calculated above shall be paid in accordance with the provisions of Section 2.5 and 2.6 of the 
Sub-Plan. 

* For purposes of Section 3, the Prorated Company TSR and EBITDA Growth and Prorated Peer Group TSR and EBITDA Growth 
shall be used, and the number of Performance Shares as calculated above shall be paid in accordance with the provisions of the Sub- 
Plan. 

ATTACHMENT 2 
Performance Share Sub-Plan 
200- Deferral Election Form 

As a Participant in the Performance Share Sub-Plan of the 2002 Equity Incentive Plan ("Sub-plan"), I hereby elect to defer payment of 
my Award otherwise payable to me by the Company and attributable to services to be performed by me during the performance 
Period beginning on January -, ZOO-. l k s  election shall apply to [CHECK ONE]: 

[ J 100% of the Award 
[ ] 75% of the Award 

[ ] 50% of the Award 
[ 1 25% of the Award 

Upon vesting, I understand that my Award shall continue to be recorded in my Account as Performance Shares as described in the 
Sub-Plan and adjusted to reflect the payment and reinvesting of the Company's common stock dividends over the deferral period, until 
paid in hll .  

I hereby elect to defer receipt (or commencement of receipt) of my Award until the date specified below, or as soon as practical 
thereafter [CHECK ONE]: * 
[ ] a specific date certain at least 5 years from expiration 
of the Performance Period: 4 1 1 /  
(month/da y/y ear) 

[ ] the April 1 following the date of retirement, or if later, the date which is six months after the date of my separation from service for 
any reason (including Retirement), if I am a "key employee" as defined in Section 416(i) of the Code (but determined without regard 
to the 50 employee limit on the number of officers treated as key employees). 

[ ] the April 1 following the first anniversary of my date of retirement 

* Notwithstanding any election above, if I elect a date certain distribution and I retire before that date certain, I understand that the 
Company will commence distribution of my Account as soon as practical on or after the later of: (i) the April 1 following the fiTst 
anniversary of the date of retirement, or (ii) the April 1 of the year following the end of the Performance Period, even though said date 
is earlier than 5 years from the expiration of the Performance Period. 

I hereby elect to be paid as described in the Sub-plan in the form of [CHECK ONE]. 

[ ] a single payment [ ] annual payments commencing on the date set forth above and payable 
on the anniversary date thereof over: 

[ ] a two year period [ ] a three year period 
[ 3 a four year period [ ] a five year period 



I understand that I will receive “earnings” on those deferred amounts when they are paid to me. 

I understand that the election made as indicated herein is irrevocable and that all deferral elections are subject to the provisions of the 
Sub-plan, including provisions that may affect timing of distributions. 

I understand that this deferral election is subject to the requirements of Section 409A of Code, and regulations and other guidance 
issued thereunder. The Company makes no representation or guarantee that any tax treatment, including, but not limited to, federal, 
state and local income, or estate and gift tax treatment, will be applicable with respect to the amounts deferred. The Company shall 
have no responsibility for the tax consequences that I may incur as a result of Section 409A, regulations or guidance issued 
thereunder, or any other provision of the Internal Revenue Code. I understand it is my responsibility to consult a legal or tax advisor 
regarding the tax effects of this deferral election. I further acknowledge and agree that the Company m y  (but shall not be required to) 
modify this election as necessary to comply with Section 409A and any guidance or regulations issued thereunder. I further agree to 
cooperate in any manner necessary to ensure that this election is in compliance with Section 409A and any guidance or regulations 
issued thereunder. 

I understand and acknowledge that my interests herein and my rights to receive distribution of the deferred amounts may not be 
anticipated, alienated, sold, transferred, assigned, pledged, encumbered, or subjected to any charge or legal process, and if any attempt 
is made to do so, or I become bankrupt, my interest may be terminated by the Committee, in its sole discretion, may cause the same to 
be held or applied for the benefit of one or more of my dependents or make any other disposition of such interests that it deems 
appropriate. I further understand that nothing in the Sub-plan shall be interpreted or construed to require the Company in any manner 
to fund any obligation to me, or to my beneficiary(ies) in the event of my death. 

-- 
(Signature) (Date) 

(Print Name) (Company Location) 

Received : 
Agent of Chef Executive Officer 

(Signature) (Date) 



Exhibit lOc(36) 

AMENDED MANAGEMENT INCENTIVE COMPENSATION PLAN 
OF 

PROGRESS ENERGY, INC. 

Amendment, effective April 1, 2005 



Section 22 was amended to read as follows: 
22. “Retirement”: A Participant’s termination of employment from the Company on or after attaining (i) age 65 with 5 years of 

service, (ii) age 5 5  with 15 years of service, (iii) 35 years of service, or (iv) age 50 with 5 years of service as of March 31, 
2005, and where the Participant elects during the period beginning March 15, 2005, and ending April 15,2005, to retire no 
later than December 1, 2005, pursuant to the tenns of the Voluntary Enhanced Retirement Program (a ‘‘VERP 
Participant”). Notwithstanding any other provision of the Plan to the contrary, a VERP Participant may elect on or before 
December 31, 2005, to (a) commence payment of the Plan Deferral Account as of (i) April 1, 2006, (ii) April 1, 2007, or 
(iii) April 1, 201 1 (each a “Payment Commencement Date”) and (b) provide for the payment of the Plan Deferral Account 
in the form of (i) a lump sum or (ii) annual installments over a period extending from two years to ten years following the 
Payment Commencement Date. In the event no other payment election is made by the VERP Participant prior to January 1, 
2006, the VERP Participant shall be deemed to have elected for payment of the Plan Deferral Account to be made in 
accordance with the deferral election submitted by the VERP Participant; provided, that if the VERP Participant is a “key 
employee” as defined in Section 416(i) of the Code (but determined without regard to the 50 employee limit on the number 
of officers treated as key employees), the Payment Commencement Date shall not be earlier than six months after the date 
of Retirement of the VEEP Participant (or, if earlier, the date of death of the Participant). A VERP Participant may not 
make any election with respect to the payment of the Plan Deferral Account after December 3 1, 2005. 



Exhibit lOc(37) 

PROGRESS ENERGY, INC. 

AMENDED AND RESTATED 

MANAGEMENT DEFERRED COMPENSATION PLAN 

Amendment, effective April 1, 2005 



Section 1.40 was amended to read as follows: 

1.40 Retirement Date 

The date a Participant retires from the Company on or after attaining (i) age 65 with 5 years of service, (ii) age 55 with 15 years of 
service, (iii) 35 years of (iv) eligibility for retirement under the SSERP if covered under such plan, or (v) age 50 with 5 years of 
service as of March 31, 2005, and where the Participant elects during the period beginning March 15, 2005, and ending April 15, 
2005, to retire no later than December 1, 2005, pursuant to the terms of the Voluntary Enhanced Retirement Program (a “VERP 
Participant”). Notwithstanding any other provision of the Plan to the contrary, a VERP Participant may elect on or before December 
3 1,2005, to (a) commen ayment of the Plan Year Accounts as of (i) April 1, 2006, (ii) April 1, 2007, or (iii) April 1, 201 1 (each a 
“Payment Commencem ate”) and (b) provide for the payment of such Plan Year Accounts in the form of (i) a lump sum or (ii) 
annual installments over a period extending kom two years to ten years following the Payment Commencement Date. In the event no 
other payment election is made by the VERP Participant prior to January 1, 2006, the VERP Participant shall be deemed to have 
elected for payment of the Plan Year Accounts to be made in accordance with the Enrollment Form submitted by the VERP 
Participant; provided, that if the VERP Participant is a “key employee” as defined in Section 416(i) of the Code (but detennined 
without regard to the 50 employee limit on the number of officers treated as key employees), the Payment Commencement Date shall 
not be earlier than six months after the date of Retirement of the VERP Participant (or, if earlier, the date of death of the Participant). 
A VERP Participant m y  not make any election with respect to the payment of the Plan Year Accounts after December 3 1, 2005. 



Exhibit No. 12(a) 

PROGRESS ENERGY, INC. 
Computation of Ratio of Earnings to Fixed Charges 

For the Years Ended December 3 1 

(dollars in millions) 2005 2004 2003 2002 200 1 
- .  

Earnings, as defmed: 
Income from continuing operations before 
minority interest $ 701 $ 712 $ 813 $ 590 !k 723 
Fixed charges, as below 680 667 659 683 688 
Amortization of cauitalized interest 2 1 1 A - 

Preferred dividend requirements (7) t i  (75 (7) (7) 
Minority interest 26 17 

Income taxes. as below (501 101 ( 1  541 \ - - - /  \ - -  - /  _ _  _ _ _  
Total earnings, as defmed S 1,348 $ 1,484 $ 1,323 ti 1,073 $ 1,331 

Fixed Charnes. as defined: 
Interest on long-term debt 3' 619 $ 580 $ 592 3 577 $ 556 v 

Other interest 38 61 42 80 112 
Immted interest factor in rentals - charped 

1 0 -  

principaliy to operating expenses 16 19 18 19 13 
Preferred dividend requirements of 
subsidiaries 7 7 7 7 7 - I - - - --I- . - - 

Total fixed charges, as defined 3 680 $ 667 $ 659 $ 683 !$ 688 

Income Taxes: 

book depreciation 
\ I  \ I  \ I  

Total income taxes S (50) $ 1 0 1  !$ (121) $ (154) $ (71) 

Ratio of Earnings to Fixed Charges 1.98 2.22 2.01 1.57 1.93 



Exhibit No. 12 (b) 

CAROLINA POWER & LIGHT COMPANY 
d/b/a PROGRESS ENERGY CAROLINAS, INC. 

Computation of Ratio of Earnings to Fixed Charges and 
Ratio of Earnings to Fixed Charges and Preferred Dividends Combined 

For the Years Ended December 3 1 

(dollars in millions) 2005 2004 2003 2002 2001 
Earnings, as defmed: 
Income before cumulative e 
in accounting principles $ 461 $ 504 $ 1 $ 364 
Fixed charEes. as below 205 20 1 206 224 264 

234 234 233 199 215 
Total earnines. as defined S 932 $ 896 !$ 943 % 854 $ 843 

Other interest 6 11 11 12 11 
Imputed interest factor in rentals - charged 

Preferred dividends, as defmed 4 5 4 4 5 
Total fixed charges and preferred dividends 
combined $ 209 $ 206 $ 210 $ 228 $ 269 

Income Taxes: 
Income tax exuense $ 239 $ 239 $ 241 $ 207 $ 223 
Included in AlkJDC - deferred taxes in 

Ratio of Earnings to Fixed Charges 4.55 4.45 4.59 3.81 3.19 

Ratio of Earnings to Fixed Charges and 
Preferred Dividends Combined 4.46 4.36 4.50 3.74 3.13 



Exhibit No, 12 (c) 

FLORIDA POWER CORPORATION 
d/b/a PROGWSS ENERGY FLORIDA, INC. 

Computation of Ratio of Earnings to Fixed Charges and 
Ratio of Earnings to Fixed Charges and Preferred Dividends Combined 

For the Years Ended December 3 1 

(dollars in millions) 2005 2004 2003 2002 2001 

Earnings, as defined: 
Net income S 260 $ 335 $ 297 !$ 325 S 311 - - - ~- ~~ _ _ _  

Fixed charges, as below 138 122 103 114 117 
Income taxes, as below 121 174 147 163 183 
Total earnings, as defined !3 519 $ 631 $ 547 $ 602 $ 611 

Interest on long-term debt $ 116 $ -107 $ 103 $ 99 $ 100 

Imputed interest factor in rentals - charged 
v 

principally to operating expenses 4 5 6 5 3 
Total fixed charges, as defined 138 122 103 114 117 

" I  

Preferred dividends, as defmed 2 2 2 3 3 
Total fixed charges and preferred 
dividends combined $ 140 $ 124 $ 105 $ 117 $ 120 

Ratio of Earnings to Fixed Charges and 
Preferred Dividends Combined 3.71 5.08 5.2 1 5.13 5.09 



Exhibit No. 21 

PROGRESS ENERGY, UVC, 
List of Subsidiaries 

The following is a list of certain direct and indirect subsidiaries of Progress Energy, Inc,, and their respective states of incorporation as 
of December 3 1,2005: 

Carolina Power & Light Company d/b/a Progress Energy 
Carolinas, Inc. North Carolina 

Florida Progress Corporation Florida 
Florida Power Corporation d/b/a/ Progress Energy Florida, 
hC. Florida 
Progress Capital Holdings, Inc. Florida 
Progress Telecommunications Corporation Florida 
Progress Telecom, LLC Delaware 
Progress Fuels Corporation Florida 

PV Holdings, Inc. North Carolina 
Progress Ventures, Inc. d/b/a Progress Energy Ventures, Inc. North Carolina 

Strategic Resource Solutions COT. North Carolina 

Progress Energy Service Company, LLC North Carolina 



Exhibit No. 23(a) 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We consent to the incorporation by reference in Registration Statement No. 33-33520 on Form S-8, Post-Effective Amendment 1 to 
Registration Statement No. 33-38349 on Form S-3, Registration Statement No. 333-81278 on Form S-3, Registration Statement No. 
333-81278-01 on Form 5-3, Registration Statement No. 333-81278-02 on Form S-3, Registration Statement No. 333-81278-03 011 
Form S-3, Post-Effective Amendment 1 to Registration Statement No. 333-69738 on Form S-3, Registration Statement No. 333-70332 
on Fom 5-8, Registration Statement No. 333-87274 on Form S-3, Post-Effective Amendment 1 to Registration Statement No. 333- 
47910 on Form S-3, Registration Statement No. 333-52328 on Form S-8, Post-Effective Amendment 1 to Registration Statement No. 
333-89685 on Form S-8, Registration Statement No. 333-48164 on Form 5-8, Registration Statement No. 333-1 14237 on Form S-3, 
Registration Statement No. 333-104951 on Form S-8 and Registration Statement No. 333-104952 on Form S-8 of OUT reports dated 
March 6, 2006, relating to the consolidated financial statements and consoIidated financial statement schedule of Progress Energy, Inc. 
(which report on the consolidated financial statements expresses an unqualified opinion and includes an explanatory paragraph 
conceming the adoption of new accounting principles in 2005 and 2003) and management's report on the effectiveness of intemal 
control over financial reporting, appearing in this Annual Report on Fonn 10-K of Progress Energy, Inc. for the year ended December 
31, 2005. 

/s/ DeIoitte & Touche LLP 

Raleigh, North Carolina 
March 6, 2006 



Exhibit No. 23(b) 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We consent to the incorporation by reference in Registration Statement No. 333-126966 on Form S-3 of our reports dated March 6,  
2006, relating to the consolidated financial statements and consolidated financial statement schedule of Carolina Power & Light 

y d/b/a Progress Energy Carolinas, Inc. (PEC) (which report on the consolidated financial statements expresses an unqualified 
d includes an explanatory paragraph conceming the adoption of new accounting principles in 2005 and 2003), appearing in 

this Annual Report on Form 10-K of PEC for the year ended December 3 1 , 2005. 

/ s i  Deloitte & Touche LLP 

Raleigh, North Carolina 
March 6,2006 



Exhibit No. 23(c) 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We consent to the incorporation by reference in Registration Statement No. 333-126967 on Form S-3 of our reports dated March 6, 
2006, relating to the financial statements and financial statement schedule of Florida Power Corporation d/b/a Progress Energy 
Florida, Inc. (PEF) (which report on the financial statements expresses an unqualified opinion and includes an explanatory paragraph 
concerning the adoption of new accounting principles in 2005 and 2003) appearing in this Annual Report on Form IO-K of PEF for 
the year ended December 3 1,2005. 

/s/ Deloitte & Touche LLP 

Raleigh, North Carolina 
March 6,2006 



Exhibit No. 31(a) 

CERTIFICATION 

I, Robert B. McGehee, certify that: 

I have reviewed this annual report on Form 10-K of Progress Energy, Inc.; 

Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with 
respect to the period covered by this annual report; 

Based on my knowledge, the financial statements, and other financial information included in this annual report, fairly present in 
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in th s  annual report; 

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures 
(as defined in Exchange Act Rules 13a-l5(e) and 15d-l5(e)) and internal control over financial reporting (as defined in Exchange 
Act Rules 13a-l5(f) and 15d-l5(f)) for the registrant and we have: 

a> designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made 
known to us by others witlun those entities, particularly during the period in whch this annual report is being prepared; 

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed 
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles; 

c) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this annual report OUT 

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this 
annual report based on such evaluation; and 

d) disclosed in this annual report any change in the registrant's internal control over financial reporting that occurred during the 
registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of this annual report) that has materially 
affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and 

J. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant's auditors and the audit committee of registrant's board of directors: 

a) all significant deficiencies and material weaknesses in the design or operation of internal control over fmancial reporting which 
are reasonably likeIy to adversely affect the registrant's ability to record, process, summarize and report financial information; 
and 

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's 
internal control over financial reporting. 

Date: March 10,2006 is/  Robert B. McGehee 
Robert B. McGehee 
Chairman and Chef Executive Officer 



Exhibit No. 31(b) 

CERTIFICATION 

I, Peter M. Scott 111, certify that: 

1. I have reviewed this annual report on Form 10-K of Progress Energy, Inc.; 

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with 
respect to the period covered by this annual report; 

3. Based on my knowledge, the financial statements, and other financial information included in this annual report, fairly present in 
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this annual report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures 
(as defined in Exchange Act Rules 13a-l5(e) and 15d-l5(e)) and internal control over financial reporting (as defined in Exchange 
Act Rules 13a-l5(f) and 15d-l5(f)) for the registrant and we have: 

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made 
known to us by others within those entities, particularly during the period in which this annual report is being prepared; 

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed 
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles; 

c) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in th s  annual report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this 
annual report based on such evaluation; and 

d) disclosed in this annual report any change in the registrant's internal control over financial reporting that occurxed during the 
registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of this annual report) that has materially 
affected, or is reasonably llkely to materially affect, the registrant's internal control over financial reporting; arid 

5 .  The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant's auditors and the audit committee of registrant's board of directors: 

a> all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which 
are reasonably llkely to adversely affect the registrant's ability to record, process, summarize and report financial information; 
and 

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's 
intemal control over financial reporting. 

Date: March 10, 2006 /s/ Peter M. Scott 111 
Peter M. Scott III 
Executive Vice President and 
Chief Financial Officer 



Exhibit No. 31(c) 

CERTIFICATION 

I, Fred N. Day, IV, certify that: 

1. It have reviewed this annual report on Form 10-K of Carolina Power & Light Company; 

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with 
respect to the period covered by this annual report; 

3. Based on my knowledge, the financial statements, and other financial information included in this annual report, fairly present in 
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this annual report; 

4. The registrant's other certifying officer and I are responsible for establishmg and maintaining disclosure controls and procedures 
(as defmed in Exchange Act Rules 13a-l5(e) and 15d-l5(e)) for the registrant and we have: 

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made 
known to us by others within those entities, particularly during the period in which this annual report is being prepared; 

evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this annual report ow 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by thus 
annual report based on such evaluation; and 

disclosed in this annual report any change in the registrant's internal control over financial reporting that occurred during the 
registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of t h s  annual report) that has materially 
affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and 

5 .  The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant's auditors and the audit committee of registrant's board of directors: 

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which 
are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; 
and 

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's 
internal control over financial reporting. 

Date: March 10, 2006 Is/ Fred N. Day IV 
Fred N. Day IV 
President and Chief Executive Officer 



Exhibit No. 31(d) 

CERTIFICATION 

I, Peter M. Scott 111, certify that: 

1. I have reviewed t h s  annual report on Form 10-K of Carolina Power &: Light Company; 

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with 
respect to the period covered by ths  annual report; 

3. Based on my knowledge, the financial statements, and other financial information included in this annual report, fairly present in 
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in ths  annual report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures 
(as defined in Exchange Act Rules 13a-l5(e) and 15d-l5(e)) for the registrant and we have: 

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material infomation relating to the registrant, including its consolidated subsidiaries, is made 
known to us by others within those entities, particularly during the period in whch this annual report is being prepared; 

evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this annual report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this 
annual report based on such evaluation; and 

disclosed in this annua1 report any change in the registrant's internal control over financial reporting that occurred during the 
registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of this annual report) that has materially 
affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and 

5.  The registrant's other certifying officer and I have disclosed, based on OUT most recent evaluation of internal control over financial 
reporting, to the registrant's auditors and the audit committee of registrant's board of directors: 

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which 
are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; 
and 

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's 
internal control over financial reporting. 

Date: March 10, 2006 /s/ Peter M. Scott I11 
Peter M. Scott 111 
Executive Vice President and 
Chief Financial Officer 



Exhibit No. 31(e) 

CERTIFICATION 

I, H. William Habermeyer, Jr., certify that: 

1. I have reviewed this annual report on Form 10-K of Florida Power Corporation; 

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with 
respect to the period covered by this annual report; 

3. Based on my knowledge, the financial statements, and other financial information included in this annual report, fairly present in 
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this annual report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures 
(as defined in Exchange Act Rules 13a-lS(e) and 15d-l5(e)) for the registrant and we have: 

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made 
known to us by others within those entities, particularly during the period in which this annual report is being prepared; 

evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this annual report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by ths  
annual report based on such evaluation; and 

disclosed in this annual report any change in the registrant's internaI control over financial reporting that occurred during the 
registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of t h s  annual report) that has materially 
affected, or is reasonably likely to materiaIly affect, the registrant's internal control over financial reporting; and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant's auditors and the audit committee of registrant's board of directors: 

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which 
are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; 
and 

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's 
internal control over financial reporting. 

Date: March 10, 2006 /s/ H. William Habermeyer, Jr. 
H. William Habermeyer, Jr. 
President and Chief Executive Officer 



Exhibit No. 31(f) 

CERTIFICATION 

I, Peter M. Scott 111, certify that: 

1. I have reviewed this annual report on Form 10-K of Florida Power Corporation; 

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with 
respect to the period covered by this annual report; 

3. Based on my knowledge, the fmancial statements, and other financial information included in this annual report, fairly present in 
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in t h s  annual report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures 
(as defined in Exchange Act Rules 13a-f5(e) and 15d-l5(e)) for the registrant and we have: 

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made 
known to us by others within those entities, particularIy during the period in which this annual report is being prepared; 

b) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this annual report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by ths  
annual report based on such evaluation; and 

c) disclosed in this annual report any change in the registrant's internal control over financial reporting that occurred during the 
registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of this annual report) that has materially 
affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and 

5 .  The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant's auditors and the audit committee of registrant's board of directors: 

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting whch 
are reasonably llkely to adversely affect the registrant's ability to record, process, summarize and report financial information; 
and 

'0) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's 
internal control over financial reporting. 

Date: March 10, 2006 / s i  Peter M. Scott 111 
Peter M. Scott 111 
Executive Vice President and 
Chief Financial Officer 



Exhibit No. 32(a) 

CERTIFICATION FURNISHED PURSUANT TU 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Annual Report on Form IO-K of Progress Energy, Inc. (the “Company”) for the year ended December 3 1,2005 
as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Robert B. McGehee, Chief Executive 
Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 
2002, that: 

(1) the Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934, 
as amended; and 

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of 
the Company. 

/s/ Robert B. McGehee 
Robert B. McGehee 
Chairman and Chief Executive Officer 

This certification is being furnished and shall not be deemed filed by the Company for pwposes of Section 18 of the Securities 
Exchange Act of 1934, as amended, or incorporated by reference in any filing under the Securities Exchange Act of 1934, as 
amended, or the Securities Act of 1933, as amended. 



Exhibit No. 32(b) 

CERTIFICATION FURNISHED PURSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SAFU3AiVES-OXLEY ACT OF 2002 

In connection with the Annual Report on Form IO-K of Progress Energy, Inc. (the “Company”) for the year ended December 3 1,2005 
as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Peter M. Scott LII, Executive Vice 
President and Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 
of the Sarbanes-Oxley Act of 2002, that: 

(1) the Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934, 
as amended; and 

(2) the information contained in the Report fairly presents, in all material respects, the financial conhtion and result of operations of 
the Company. 

/s/ Peter M. Scott I11 
Peter M. Scott IT1 
Executive Vice President and 
Chief Financial Officer 
March 10, 2006 

This certification is being furnished and shall not be deemed filed by the Company for purposes of Section 18 of the Securities 
Exchange Act of 1934, as amended, or incorporated by reference in any filing under the Securities Exchange Act of 1934, as 
amended, or the Securities Act of 1933, as amended. 



Exhibit No. 32(c) 

CERTIFICATION FURNISHED PURSUANT TO 
18 U.S,C. SECTION 1350, 

AS AJIOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Annual Report on Form 10-K of Carolina Power & Light Company (the “Company”) for the year ended 
December 3 1,2005 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Fred N. Day, IV, 
President and Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 
906 of the Sarbanes-Oxley Act of 2002, that: 

(1) the Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934, 
as amended; and 

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of 
the Company. 

Is/ Fred N. Day IV 
Fred N. Day IV 
President and Chief Executive Officer 
March 10, 2006 

This certification is being furnished and shall not be deemed filed by the Company for purposes of Section 18 of the Securities 
Exchange Act of 1934, as amended, or incorporated by reference in any filing under the Securities Exchange Act of 1934, as 
amended, or the Securities Act of 1933, as amended. 



Exhibit No. 32(d) 

CERTIFICATION FURNISHED PURSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Annual Report on Form 10-K of Carolina Power & Light Company (the “Company”) for the year ended 
December 3 1, 2005 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Peter M. Scott 111, 
Executive Vice President and Chef Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted 
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that: 

(1) the Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934, 
as amended; and 

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of 
the Company. 

i s /  Peter M. Scott 111 
Peter M. Scott 111 
Executive Vice President and 
Chief Financial Officer 
March 10, 2006 

This certification is being furnished and shall not be deemed filed by the Company for purposes of Section 18 of the Securities 
Exchange Act of 1934, as amended, or incorporated by reference in any filing under the Securities Exchange Act of 1934, as 
amended, or the Securities Act of 1933, as amended, 



Exhibit No. 32(e) 
CERTIFICATION FURNISHED PURSUANT TO 

18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 
In connection with the Annual Report on Foim 10-K of Florida Power Corporation (the “Company”) for the year ended December 31,2005 as filed with the 

Securities and Exchange Commission on the date hereof (the “Report”), I, H. William Habermeyer, Jr., President and Chief Executive Officer of the Company, certify, 
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that: 

(1) 
(2) 

the Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934, as amended; and 
the information contained in the Report fairly presents, in a11 material respects, the financial condition and result of operations of the Company. 

/s/ H. William Habermever, Jr. 
H. William Habermeyer, Jr. 
President and Chief Executive Officer 
March 10, 2006 

This certification is being furnished and shall not be deemed filed by the Company for purposes of Section 18 of the Securities 
Exchange Act of 1934, as amended, or incorporated by reference in any filing under the Securities Exchange Act of 1934, as 
amended, or the Securities Act of 1933, as amended. 



Exhibit No. 32( f )  
CERTIFICATION FURNISHED PURSUANT TO 

18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 
In connection with the Annual Report on Form 10-K of Florida Power Corporation (the “Company”) for the year ended December 31,2005 as filed with the 

Securities and Exchange Commission on the date hereof (the “Report”), I, Peter M. Scott 111, Executive Vice President and Chief Financial Officer of the Company, 
certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that: 

(1) 
(2) 

the Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934, as amended; and 
the information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the Company. 

i s /  Peter M. Scott 111 
Peter M. Scott 111 
Executive Vice President and 
Chef Financial Officer 
March 10, 2006 

This certification is being furnished and shall not be deemed filed by the Company for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, or 
incorporated by reference in any filing under the Securities Exchange Act of 1934, as amended, or the Securities Act of 1933, as amended. 
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EX- 1 Page 2 of 23 

FLOFUDA POWER CORPORATION 
d/b/a PROGRESS ENERGY FLORIDA, INC. 

First Mortgage Bonds 
4.50% Series due 2010 

UNDERWRITING AGREEMENT 

May 11,2005 

To the Representative named in Schedule I hereto 
3f the Underwriters named in Schedule I1 hereto 

Dear Ladies and Gentlemen: 

The undersigned Florida Power Corporation d/b/a Progress Energy Florida, Inc. (the “Company”) hereby confirms its agreement with each of 
the several Underwriters hereinafter named as follows : 

1. Underwriters and Representative. The term “Underwriters” as used herein shall be deemed to mean the firm or the several firms named in 
Schedule 11 of this Underwriting Agreement (the “Agreement”) and any underwriter substituted as provided in paragraph 6, and the tezm 
“Underwriter” shall be deemed to mean any one of such Underwriters, If the firm or firms listed in Schedule I hereto (individually and 
collectively, the “Representative”) are the same as the fim or firms listed in Schedule I1 hereto, then the terms “Underwriters” and 
“Representative,” as used herein, shall each be deemed to refer to such fm or fir“. Each Representative represents jointly and severally that the: 
have been authorized by the Underwriters to execute this Agreement on their behalf and to act for them in the manner herein provided. All 
obligations of the Underwriters hereunder are several and not joint. If more than one firm is named in Schedule I hereto, any action under or in 
respect of th ls Agreement may be taken by such firms jointly as the Representative or by one of the firms acting on behalf of the Representative, 
and such action will be binding upon all the Underwriters. 

2. Description of Securities. The Company proposes to issue and sell its First Mortgage Bonds of the designation, with the terms and in the 
amount specified in Schedule I hereto (the “Securities”), under its Indenture, dated as of January 1, 1944, with JPMorgan Chase Bank, N.A., as 
successor Trustee, as supplemented by the Seventh, Eighth, Sixteenth, Twenty-Ninth, Thirty-Eighth, Fortieth, Forty-First, Forty-Second, Forty- 
Third and Forty-Fourth supplemental indentures, and as it will be further supplemented by the Forty-Fifth Supplemental Indenture relating to the 
Securities (the “Forty-Fifth Supplemental Indenture”), in substantially the form heretofore delivered to the Representative, said Indenture as 
supplemented by the Seventh, Eighth, Sixteenth, Twenty-Ninth, Thirty-Eighth, Fortieth, Forty-First, Forty-Second, Forty-Third and Forty-Fourth 
supplemental indentures, and to be supplemented by the Forty-Fifth Supplemental Indenture being hereinafter referred to as the “Mortgage.” 
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EX- 1 Page 3 of 23 

3. Representations and Warranties of the Conipany. The Company represents and warrants to each of the Underwriters that: 

(a) The Company has filed with the Securities and Exchange Commission (the “Commission”) a registration statement on Form S-3 
(No. 333-103974) (the “Registration Statement”) under the Securities Act of 1933, as amended (the “Securities Act”), for the registration of 
up to an aggregate of $1,000,000,000 principal amount of First Mortgage Bonds and Debt Securities (the “Registered Securities”) in 
unallocated amounts. The Registration Statement was declared effective by the Commission on April 4, 2003. As of the date hereof, the 
Company has sold $250,000,000 of the Registered Securities. The t e m  “Registration Statement” shall be deemed to include all amendments 
to the date hereof and all documents incorporated by reference therein (the “Incorporated Documents”). The combined prospectus included in 
the Registration Statement, as it is to be supplemented by a prospectus supplement, dated on the date hereof, substantially in the form 
delivered to the Representative prior to the execution hereof, relating to the Securities (the “Prospectus Supplement”) and all prior 
amendments or supplements thereto (other than amendments or supplements relating to securities of the Company other than the Securities), 
including the Incorporated Documents, is hereinafter referred to as the “Prospectus.” Any reference herein to the terms “amend,” 
“amendment” or “supplement” with respect to the Registration Statement or the Prospectus shall be deemed to refer to and include the filing 
of any document under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), deemed to be incorporated therein after the 
date hereof and prior to the termination of the offering of the Securities by the Underwriters; and any references herein to the terms 
“Registration Statement” or “Prospectus” at a date after the filing of the Prospectus Supplement shall be deemed to refer to the Registration 
Statement or the Prospectus, as the case may be, as each may be amended or supplemented prior to such date. 

(bj The Registration Statement, at the time and date it was declared effective by the Commission, complied, and the Registration 
Statement, the Prospectus and the Mortgage, as of the date hereof and at the Closing Date, will comply, in all material respects, with the 
applicable provisions of the Securities Act and the Trust Indenture Act of 1939, as amended (the “1939 Act”), and the applicable instructions, 
rules and regulations of the Commission thereunder; the Registration Statement, at the time and date it was declared effective by the 
Commission, did not contain an untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary to 
make the statements therein not misleading; and the Prospectus, as of its date and at the Closing Date, will not contain an untrue statement of 
a material fact or omit to state a material fact necessary in order to make the statements therein, in the light of the circumstances under which 
they were made, not misleading; provided, however, that the foregoing representations and warranties in this subparagraph (b) shall not apply 
to statements or omissions made in reliance upon and in conformity with information furnished herein or in writing to the Company by the 
Representative or by or on behalf of any Underwriter through the Representative expressly for use in the Prospectus or to any statements in or 
omissions from the Statement of Eligibility (Form T-1) of the Trustee. The Incorporated Documents, at the time they were each filed with the 
Commission, complied in all material respects with the applicable requirements of the Exchange Act 
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EX- 1 Page 4 of23 

and the instructions, rules and regulations of the Commission thereunder, and any documents so filed and incorporated by reference 
subsequent to the date hereof and prior tu the termination of the offering of the Securities by the Underwriters will, at the time they are each 
filed with the Commission, comply in all material respects with the requirements of the Exchange Act and the instructions, rules and 
regulations of the Commission thereunder; and, when read together with the Registration Statement and the Prospectus, none of such 
documents included or includes or will include any untrue statement of a material fact or omitted or omits or will onit to state any material 
fact required to be stated therein or necessary to make the statements therein, in the light of the circumstances under which they were made, 
not misleading. 

(c) The Company has been incorporated, is validly existing as a corporation and its status is active under the laws of the State of Florida; 
has corporate power and authority to own, lease and operate its properties and to conduct its business as contemplated under this Agreement 
and the other agreements to which it is a party; and is duly qualified as a foreign corporation to transact business and is in good standing in 
each jurisdiction in which such qualification is required, whether by reason of the ownership or leasing of property or the conduct of business, 
except where the failure to so qualify would not have a material adverse effect on the business, properties, results of operations or financial 
condition of the Company. 

(d) The historical financial statements incorporated by reference in the Registration Statement and the Prospectus present fairly the 
financial condition and operations of the Company at the respective dates or for the respective periods to which they apply; such financial 
statements have been prepared in each case in accordance with generally accepted accounting principles consistently applied throughout the 
periods involved, except that the quarterly financial statements incorporated by reference from any Quarterly Reports on Form 10-Q contain 
condensed footnotes prepared in accordance with applicable Exchange Act rules and regulations; and any accounting firms that have audited 
any of the financial statements are independent registered public accounting firms as required by the Securities Act or the Exchange Act and 
the rules and regulations of the Commission thereunder. 

(e) Except as reflected in, or contemplated by, the Registration Statement and the Prospectus, since the respective dates as of which 
information is given in the Registration Statement and Prospectus, and prior to the Closing Date, (i) there has not been any material adverse 
change in the business, properties, results of operations or financial condition of the Company, (ii) there has not been any material transaction 
entered into by the Company other than transactions contemplated by the Registration Statement and Prospectus or transactions arising in the 
ordinary course of business and (iii) the Company has no material contingent obligation that is not disclosed in the Registration Statement anc 
Prospectus that could likely result in a material adverse change in the business, properties, results of operations or financial condition of the 
Company. 

(f) The Company has full power and authority to execute, deliver and perform its obligations under t h ~ s  Agreement. The execution and 
delivery of this Agreement, the 
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consummation of the transactions herein contemplated and the fulfillment of the terms hereof on the part of the Company to be hlfilled have 
been duly authorized by all necessary corporate action of the Company in accordance with the provisions of its articles of incorporation, as 
amended (the “Charter”), by-laws and applicable law; and the Securities, when issued and delivered as provided herein, will constitute legal, 
valid and binding obligations of the Company enforceable in accordance with their terms, except as limited by bankruptcy, insolvency or 
other laws affecting mortgagees’ and other creditors’ rights and general equitable principles and any implied covenant of good faith and fair 
dealings. 

(8) The consummation of the transactions herein contemplated and the fulfillment of the terms hereof will not result in a breach of any of 
the terms or provisions of, or constitute a default under, the Charter, the Company’s by-laws, applicable law or any indenture, mortgage, deed 
of trust or other agreement or instrument to which the Company is now a party or any judgment, order, writ or decree of any government or 
governmental authority or agency or court having jurisdiction over the Company or any of its assets, properties or operations that, in the case 
of any such breach or default, would have a material adverse effect on the business, properties, results of operations or financial condition of 
the Company. 

(h) The Securities conform in all material respects to the description contained in the Prospectus. 

(i) The Company has no subsidiaries that meet the definition of “significant subsidiary” as defined in Section 2 10,1-02(w) of Regulation S- 
X promulgated under the Securities Act. 

(‘j) The Mortgage (A) has been duly authorized, executed and delivered by the Company, and, assuming due authorization, execution and 
delivery of the Forty-Fifth Supplemental Indenture by the Trustee, constitutes a valid and legally binding obligation of the Company, 
enforceable against the Company in accordance with its terms, subject to (i) applicable bankruptcy, insolvency, reorganization, moratorium, 
fiaudulent transfer or similar laws affecting creditors’ rights generally and (ii) general principles of equity (regardless of whether such 
enforceability is considered in a proceeding at law or in equity and except for the effect on enforceability of federal or state law limiting, 
delaying or prohibiting the making of payments outside the United States); provided, however, that certain remedies, waivers and other 
provisions of the Mortgage may not be enforceable, but such unenforceability will not render the Mortgage invalid as a whole or affect the 
judicial enforcement of (i) the obligation of the Company to repay the principal, together with the interest thereon as provided in the Securitie: 
or (ii) the right of the Trustee to exercise its right to foreclose under the Mortgage; and (B) conforms in all material respects to the description 
thereof in the Prospectus. The Mortgage (including the Forty-Fifth Supplemental Indenture upon its due execution by the Company and the 
Trustee in accordance with the Indenture) has been qualified under the 1939 Act. 

(k) The Company is not an “investment company” within the meaning of the Investment Company Act of 1940, as amended (the “ 1940 
Act”). 
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(1) Except as described in or contemplated by the Prospectus, there are no pending actions, suits or proceedings fregulatoiy or otherwise) 
against or affecting the Company or its properties that are llkely in the aggregate to result in any material adverse change in the business, 
properties, results of operations or financial condition of the Company, or that are likely in the aggregate to materially and adversely affect the 
Mortgage, the Securities or the consummation of this Agreement or the transactions contemplated herein or therein. 

(m) No filing with, or authorization, approval, consent, license, order, registration, qualification or decree of, any court or governmental 
authority or agency is necessary or required for the performance by the Company of its obligations hereunder in connection with the offering, 
issuance or sale of the Securities hereunder or the consummation of the transactions herein contemplated or for the due execution, delivery or 
performance of the Mortgage by the Company, except such as have already been made or obtained or as may be required under the Securities 
Act or state securities laws and except for the qualification of the Forty-Fifth Supplemental Indenture under the 1939 Act. 

4. Purchase and Sale. On the basis of the representations, warranties and covenants herein contained, but subject to the terms and conditions 
herein set forth, the Company agrees to sell to each of the Underwriters, severally and not jointly, and each such Underwriter agrees, severally and 
not jointly, to purchase from the Company, the respective principal amount of Securities of each series set forth opposite the name of such 
Underwriter in Schedule I1 hereto at the purchase price set forth in Schedule I hereto. 

5. Reoffering by Underwriters. The Underwriters agree to make promptly a bonafide public offering of the Securities to the public for sale as 
set forth in the Prospectus, subject, however, to the terms and conditions of this Agreement. 

6. Time and Place of Closing; Default of Underwriters. 

(a) Payment for the Securities shall be made at the place, time and date specified in Schedule I hereto against delivery of the Securities at 
the office of JPMorgan Chase Bank, N.A., 4 New York Plaza New York, New York 10004, or such other place, time and date as the 
Representative and the Company may agree. The how and date of such delivery and payment are herein called the “Closing Date.” Payment 
for the Securities shall be by wire transfer of immediately available funds against delivery to The Depository Trust Company or to JPMorgan 
Chase Bank, N.A., as custodian for The Depository Trust Company, in fully registered global form registered in the name of CEDE & Co., as 
nominee for the Depository Trust Company, for the respective accounts specified by the Representative not later than the close of business on 
the business day prior to the Closing Date or such other date and time not later than the Closing Date as agreed by The Depository Trust 
Company or JPMorgan Chase Bank, N.A. For the purpose of expediting the checking of the certificates by the Representative, the Company 
agrees to make the Securities available to the Representative not later than 1O:OO A.M. New York time, on the last full business day prior to 
the Closing Date at said office of JPMorgan Chase Bank, N.A. 
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(b) If one or more Underwriters shall, for any reason other than a reason permitted hereunder, fail to take up and pay for the principal 
amount of the Securities of any series to be purchased by such one or more Underwriters, the Company shall immediately notify the 
Representative, and the non-defaulting Underwriters shall be obligated to take up and pay for (in addition to the respective principal amount 
of the Securities of such series set forth opposite their respective names in Schedule I1 hereto) the principal amount of such series of Securities 
that such defaulting Underwriter or Underwriters failed to take up and pay for, up to a principal amount thereof equal to 10% of the principal 
amount of all Securities of such series, each non-defaulting Underwriter shall do so on a pro-rata basis according to the amounts set forth 
opposite the name of‘ such non-defaulting Underwriter in Schedule 11, and such non-defaulting Underwriters shall have the right, within 24 
hours of receipt of such notice, either to take up and pay for (in such proportion as may be agreed upon among them), or to substitute another 
underwriter or Underwriters, satisfactory to the Company, to take up and pay for the remaining principal amount of the Securities that the 
defaulting Underwriter or Underwriters agreed but failed to purchase. If any unpurchased Securities still remain, then the Company or the 
Representative shall be entitled to an additional period of 24 hours within which to procure another party or parties, members of the National 
Association of Securities Dealers, Inc. (or if not members of such Association, who are not eligible for membership in said Association and 
who agree (i) to make no sales within the United States, its territories or its possessions or to persons who are citizens thereof or residents 
therein and (ii) in making sales to comply with said Association’s Conduct Rules) and satisfactory to the Company, to purchase or agree to 
purchase such unpurchased Securities on the terms herein set forth. In any such case, either the Representative or the Company shall have the 
right to postpone the Closing Date for a period not to exceed three full business days from the date agreed upon in accordance with this 
paragraph 6, in order that the necessary changes in the Registration Statement and Prospectus and any other documents and arrangements ma) 
be effected. If (1) neither the non-defaulting Underwriters nor the Company has arranged for the purchase of such unpurchased Securities by 
another party or parties as above provided and (ii) the Company and the non-defaulting Underwriters have not mutually agreed to offer and 
sell the Securities other than the unpurchased Securities, then this Agreement shall terminate without any liability on the part of the Company 
or any Underwriter (other than an Underwriter that shall have failed or refused, in accordance with the terms hereof, to purchase and pay for 
the principal amount of the Securities that such Underwriter has agreed to purchase as provided in paragraph 4 hereof), except as otherwise 
provided in paragraph 7 and paragraph 8 hereof. 

7. Covenants of the Company. The Company covenants with each underwriter that: 

(a) As soon as reasonably possible after the execution and delivery of this Agreement, the Company will file the Prospectus with the 
Commission pursuant to Rule 424 under the Securities Act (“Rule 424”), setting forth, among other things, the necessary information with 
respect to the terms of offering of the Securities. Upon request, the Company will promptly deliver to the Representative and to counsel for 
the Underwriters, to the extent not previously delivered, one fully executed copy or one conformed copy, certified by an officer of the 
Company, of the Registration Statement, as originally filed, and of all amendments thereto, if any, heretofore or hereafter made (other than 
those relating solely to Registered Securities other than the Securities), including any post-effective amendment (in each case including all 
exhibits filed therewith and all 
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documents incorporated therein not previously fumished to the Representative), including signed copies of each consent and certificate 
included therein or filed as an efibit thereto, and will deliver to the Representative for dislnbution to the underwriters as many conformed 
copies of the foregoing (excluding the ehb i t s ,  but including all documents incorporated therein) as the Representative may reasonably 
request. The Company will also send to the Underwriters as soon as practicable after the date of t h s  Agreement and thereafter from time to 
time as many copies of the Prospectus as the Representative may reasonably request for the purposes required by the Securities Act. 

(b) During such period (not exceeding nine months) after the commencement of the offering of the Securities as the Underwriters may be 
required by law to deliver a Prospectus, if any event relating to or affecting the Company, or of which the Company shall be advised in 
writing by the Representative shall occur, which in the Company’s reasonable opinion (after consultation with counsel for the Representative) 
should be set forth in a supplement to or an amendment of the Prospectus in order to make the Prospectus not misleading in the light of the 
circumstances when it is delivered to a purchaser, or if it is necessary to amend the Prospectus to coniply with the Securities Act, the 
Company will forthwith at its expense prepare and f!umish to the Underwriters and dealers named by the Representative a reasonable number 
of copies of a supplement or supplements or an amendment or amendments to the Prospectus that will supplement or amend the Prospectus so 
that as supplemented or amended it will comply with the Securities Act and will not contain any untrue statement of a material fact or omit to 
state any material fact necessary in order to make the statements therein, in the light of the circumstances when the Prospectus is delivered to 
a purchaser, not misleading. In case any Underwriter is required to deliver a Prospectus after the expiration of nine months after the 
commencement of the offering of the Securities, the Company, upon the request of the Representative, will fumish to the Representative, at 
the expense of such Underwriter, a reasonable quantity of a supplemented or amended prospectus, or supplements or amendments to the 
Prospectus, complying with Section IO(a> of the Securities Act. 

(c) The Company will niake generally available to its security holders, as soon as reasonably practicable, but in any event not later than 
16 months after the end of the fiscal quarter in which the filing of the Prospectus pursuant to Rule 424 occurs, an eaming statement (in form 
complying with the provisions of Section 1 l(a) of the Securities Act, which need not be certified by independent public accountants) covering 
a period of twelve months beginning not later than the frrst day of the Company’s fiscal quarter next following the filing of the Prospectus 
pursuant to Rule 424. 

(d) The Company will use its best efforts promptly to do and perform all things to be done and performed by it hereunder prior to the 
Closing Date and to satisfy all conditions precedent to the delivery by it of the Securities. 

(e) As soon as reasonably possible after the Closing Date, the Company will cause the Forty-Fifth Supplemental Indenture to be recorded 
in all recording offices in the State of Florida in which the property intended to be subject to the lien of the Mortgage is located. 

7 

http ://www. se~.gov/Archives/edgar/data/3 763 7/0000950 14405005 6 1 8/g94679kl exv 1 .htm 3/27/200r 



EX- 1 Page 9 of 23 

(f) The Company will advise the Representative, or the Representative’s counsel, promptly of the filing of the Prospectus pursuant to 
Rule 424 and of any amendment or supplement to the Prospectus or Registration Statement or of official notice of institution of proceedings 
for, or the entry of, a stop order suspending the effectiveness of the Registration Statement and, if such a stop order should be entered, use its 
best efforts to obtain the prompt removal thereof. 

(g) The Company will use its best efforts to qualify the Securities, as may be required, for offer and sale under the Blue Sky or legal 
investment laws of such jurisdictions as the Representative may designate and will file and make in each year such statements or reports as art 
or may be reasonably required by the laws of such jurisdictions; provided, Iiowever, that the Company shall not be required to qualify as a 
foreign coiporation or dealer in securities, or to file any general consents to service of process, under the laws of any jurisdiction. 

(h) Prior to the termination of the offering of the Securities, the Company will not file any amendment to the Registration Statement or 
supplement to the Prospectus which shall nut have previously been fumished to the Representative or of which the Representative shall not 
previously have been advised or to which the Representative shall reasonably object in writing and which has not been approved by the 
Undenvriter(s) or their counsel acting on behalf of the Underwriters. 

8. Payment of Expenses. The Company will pay all expenses incident to the performance of its obligations under this Agreement, including 
(i) the printing and filing of the Registration Statement and the printing of this Agreement, (ii) the delivery of the Securities to the Underwriters, 
(iii) the fees and disbursements of the Company’s counsel and accountants, (iv) the expenses in connection with the qualification of the Securities 
under securities laws in accordance with the provisions of paragraph 7(g) hereof, including filing fees and the fees and disbursements of counsel 
for the Underwriters in connection therewith, such fees and disbursements not to exceed $7,500, (v) the printing and delivery to the Underwriters 
of copies of the Registration Statement and all amendments thereto, and of the Prospectus and any amendments or supplements thereto, (vi) the 
printing and delivery to the Underwriters of copies of the Blue Sky Survey and (vii) the preparation, execution, filing and recording by the 
Company of the Forty-Fifth Supplemental Indenture (such filing and recordation to be promptly made after execution and delivery of the Forty- 
Fifth Supplemental Indenture to the Trustee under the Mortgage in the counties in whch the mortgaged property of the Company is located); and 
the Company will pay all taxes, if any (but not including any transfer taxes), on the issue of the Securities and the filing and recordation of the 
Forty-Fifth Supplemental Indenture. The fees and disbursements of Underwriters’ counsel shall be paid by the Underwriters (subject, however, to 
the provisions of this paragraph 8 requiring payment by the Company of fees and disbursements not to exceed $7,500); provided, however, that if 
this Agreement is terminated in accordance with the provisions of paragraph 9, 10 or 12 hereof, the Company shall reimburse the Representative 
for the account of the Underwriters for the fees and disbursements of Underwriters’ counsel. The Company shall not be required to pay any 
amount for any expenses of the Representative or of any other of the Underwriters except as provided in paragraph 7 hereof and in this paragraph 
8. The Company shall not in any event be liable to any of the Underwriters for damages on account of the loss of anticipated profit. 
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9. Conditions of Underwriters’ Oblieations. The several obligations of the Underwriters to purchase and pay for the Securities shall be subject 
to the accuracy of the representations and warranties on the part of the Company as of the date hereof and the Closing Date, to the performance by 
the Company of its obligations to be performed hereunder prior to the Closing Date, and to the following further conditions: 

(a) No stop order suspending the effectiveness of the Registration Statement shall be in effect on the Closing Date and no proceedings for 
that purpose shall be pending before, or, to the Company’s knowledge, threatened by, the Commission on the Closing Date. The 
Representative shall have received, prior to payment for the Securities, a certificate dated the Closing Date and signed by the Chairman, 
President, Treasurer or a Vice President of the Company to the effect that no such stop order is in effect and that no proceedings for such 
purpose are pending before or, to the knowledge of the Company, threatened by the Commission. 

(b) At the time of execution of this Agreement, or such later date as shall have been consented to by the Representative, there shall have 
been issued, and on the Closing Date there shall be in full force and effect, an order of the Florida Public Service Commission authoiizing the 
issuance and sale of the Securities, which shall not contain any provision unacceptable to the Representative by reason of its being materially 
adverse to the Company (it being understood that no such order in effect on the date of this Agreement and heretofore furnished to the 
Representative or counsel for the Underwriters contains any such unacceptable provision). 

(c) At the Closing Date, the Representative shall receive favorable opinions from: (1) Hunton & Williams LLP, counsel to the Company, 
whch opinion shall be satisfactory in form and substance to counsel for the Underwriters, and (2) Dewey Ballantine LLP, counsel for the 
Underwriters, in each of which opinions (except as to subdivision (vi) (as to documents incorporated by reference, at the time they were filed 
with the Commission) as to which Dewey Ballantine LLP need express no opinion) said counsel may rely as to all matters of Florida law up01 
the opinion of R. Alexander Glenn, Deputy General Counsel-Florida of Progress Energy Service Company LLC, acting as counsel to the 
Company, to the effect that: 

(i) The Mortgage has been duly and validly authorized by all necessary corporate action (with th s  opinion required in the Hunton & 
Williams LLP and Dewey Ballantine LLP opinions only as to the original Indenture dated as of January 1, 1944 and the supplemental 
indentures subsequent to, but not including, the Thirty-Eighth Supplemental Indenture), has been duly and validly executed and delivered 
by the Company (with this opinion required in the Hunton & Williams LLP and Dewey Ballantine LLP opinions only as to the original 
Indenture dated as of January 1, 1944 and the supplemental indentures subsequent to, but not including, the Thirty-Eighth Supplemental 
Indenture), and is a valid and binding mortgage of the Company enforceable in accordance with its terms, except as limited by 
bankruptcy, insolvency or other laws affecting mortgagees’ and other creditors’ rights and general equitable principles and any implied 
covenant of good faith and fair dealing (with this opinion required in the 
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Hunton & Williams LLP and Dewey Ballantine LLP opinions only as to the original Indenture dated as of January 1, 1944 and the 
supplemental indentures subsequent to, but not including, the Thirty-Eighth Supplemental Indenture); provided, however, that certain 
remedies, waivers and other provisions of the Mortgage may not be enforceable, but such unenforceability will not render the Mortgage 
invalid as a whole or affect the judicial enforcement of (i) the obligation of the Company to repay the principal, together with the interest 
thereon as provided in the Securities or (ii) the right of the Trustee to exercise its right to foreclose under the Mortgage; 

(ii) The Mortgage has been duly qualified under the 1939 Act; 

(iii) Assuming authentication of the Securities by the Trustee in accordance with the Mortgage and delivery of the Securities to and 
payment for the Securities by the Underwriters, as provided in this Agreement, the Securities have been duly and validly authorized, 
executed and delivered and are legal, valid and binding obligations of the Company enforceable in accordance with their terms, except as 
limited by bankruptcy, insolvency or other laws affecting mortgagees’ and other creditors’ rights and general equitable principles and any 
implied covenant of good faith and fair dealings, and are entitled to the benefits of the security afforded by the Mortgage, and are secured 
equally and ratably with all other bonds outstanding under the Mortgage except insofar as any slnking or other fimd may afford additional 
security for the bonds of any particular series; 

(iv) The statements made in the Prospectus under the caption “Description of First Mortgage Bonds” and in the Prospectus 
Supplement under the captions “Certain Terms of the Bonds” and “Description of First Mortgage Bonds,” insofar its they purport to 
constitute su”aries of the documents referred to therein, are accurate summaries in all material respects; 

(v) Tlus Agreement has been duIy and validly authorized, executed and delivered by the Company; 

(vi) The Registration Statement, at the time and date it was declared effective by the Commission, and the Prospectus, as of its date 
(except as to the fmancial statements and other financial and statistical data constituting a part thereof or incorporated by reference 
therein, upon which such opinions need not pass), complied as to form in all material respects with the requirements of the Securities Act 
and the 1939 Act and the applicable instructions, rules and regulations of the Commission thereunder; the documents or portions thereof 
filed with the Commission pursuant to the Exchange Act and deemed to be incorporated by reference in the Registration Statement and 
the Prospectus pursuant to Item 12 of Form S-3 (except as to financial statements and other financial and statistical data constituting a 
part thereof or incorporated by reference therein and that part of the Registration Statement that constitutes the Statement of Eligibility on 
Form T-1, upon which such opinions need not pass), at the time they were filed with the Commission, complied as to form in all material 
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respects with the requirements of the Exchange Act and the applicable instructions, rules and regulations of the Commission thereunder; 
the Registration Statement has become effective under the Securities Act and, to the best of the knowledge of said counsel, no stop order 
suspending the effectiveness of the Registration Statement has been issued and not withdrawn, and no proceedings for a stop order with 
respect thereto are threatened or pending under Section 8 of the Securities Act; and 

(vii) Nothing has come to the attention of said counsel that would lead them to believe that the Registration Statement, at the time and 
date it was declared effective by the Commission, contained an untrue statement of a material fact or omitted to state a material fact 
required to be stated therein or necessary to make the statements therein not misleading; and notlung has come to the attention of said 
counsel that would lead them to believe that the Prospectus, as of its date and, as amended or supplemented, at the Closing Date, included 
or includes an untrue statement of a material fact or omitted or omits to state a material fact necessary in order to make the statements 
therein, in the light of the circumstances under which they were made, not misleading (except as to financial statements and other 
financial and statistical data constituting a part of the Registration Statement or the Prospectus or incorporated by reference therein and 
that part of the Registration Statement that constitutes the Statement of Eligibility on Form T- 1, upon which such opinions need not pass). 

(d) At the Closing Date, the Representative shall receive from R. Alexander Glenn, Deputy General Counsel-Florida of Progress Energy 
Service Company, LLC, acting as counsel to the Company, a favorable opinion in form and substance satisfactory to counsel for the 
Underwriters, to the same effect with respect to the matters enumerated in subdivisions (i), (iii), (v) and (vii) of subparagraph (c) of this 
paragraph 9 as the opinions required by said subparagraph (c), and to the further effect that: 

(i) The Company has been incorporated, is validly existing as a corporation and its status is active under the laws of the State of 
Florida; 

(ii) The Company is duly authorized by its Charter to conduct the business that it is now conducting as set forth in the Prospectus; 

(iii) The Company is an electrical utility engaged in the business of generating, transmitting, distributing and selling electric power to 
the general public in the State of Florida; 

(iv) The Company has valid and subsisting franchises, licenses and permits adequate for the conduct of its business, except where the 
failure to hold such franchises, licenses and permits would not have a material adverse effect on the business, properties, results of 
operations or financial condition of the Company; 
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(v) The Company has good and marketable title, with minor exceptions, restrictions and reservations in conveyances, and defects that 
are of the nature ordinarily found in properties of similar character and magnitude and that, in his opinion, will not in any substantial way 
impair the security afforded by the Mortgage, to all the properties described in the granting clauses of the Mortgage and upon which the 
Mortgage purports to create a lien. The description in the Mortgage of the above-mentioned properties is legally sufficient to constitute 
the Mortgage a lien upon said properties, including without limitation properties hereafter acquired by the Company (other than those 
expressly excepted and reserved therefrom). Said properties constitute substantially all the permanent physical properties and franchises 
(other than those expressly excepted and reserved therefrom) of the Company and are held by the Company free and clear of all liens and 
encumbrances except the lien of the Mortgage and excepted encumbrances, as defined in the Mortgage. The properties of the Company 
are subject to liens for current taxes, which it is the practice of the Company to pay regularly as and when due. The Company has 
easements for rights-of-way adequate for the operations and maintenance of its transmission and distribution lines that are not constructed 
upon public highways. The Company has followed the practice generally of acquiring (i) certain rights-of-way and easements and certain 
small parcels of fee property appurtenant thereto and for use in conjunction therewith and (ii) certain other properties of small or 
inconsequential value, without an examination of title and, as to the title to lands affected by said rights-of-way and easements, of not 
examining the title of the lessor or grantor whenever the lands affected by such rights-of-way and easements are not of such substantial 
value as in the opinion of the Company to justify the expense attendant upon examination of titles in connection therewith. In the opinion 
of said counsel, such practice of the Company is consistent with sound economic practice and with the method followed by other 
companies engaged in the same business and is reasonably adequate to assure the Company of good and marketable title to all such 
property acquired by it. It is the opinion of said counsel that any such conditions or defects as may be covered by the above recited 
exceptions are not substantial and would not materially interfere with the Company’s use of such properties or with its business 
operations. The Company has the right of eminent domain in the State of Florida under which it may, if necessary, perfect or obtain title 
to privately owned land ur acquire easements or rights-of-way required for use or used by the Company in its pubIic utility operations; 

(vi) The Mortgage has been recorded and filed in such manner and in such places as may be required by law in order fully to preserve 
and protect, in all material respects, the security of the bondholders and all rights of the Trustee thereunder; and the Forty-Fifth 
Supplemental Indenture relating to the Securities is in proper form for filing for record both as a real estate mortgage and as a security 
interest in all counties in the State of Florida in which any of the property (except as any therein or in the Mortgage are expressly 
excepted) described therein or in the Mortgage as subject to the lien of the Mortgage is located and, upon such recording, the Forty-Fifth 
Supplemental Indenture will constitute adequate record notice to perfect the lien of the Mortgage, and preserve and 
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protect, in all material respects, the security of the bondholders and all rights of the Trustee, as to aII mortgaged and pledged property 
acquired by the Company subsequent to the recording of the Forty-Fourth Supplemental Indenture and prior to the recording of the Forty- 
Fifth Supplemental Indenture ; 

(vii) The Mortgage constitutes a valid, direct and first mortgage lien of record upon all franchises and properties now owned by the 
Company (other than those expressly excepted therefrom and other than those franchises and properties which are not, individually or in 
the aggregate, material to the Company or the security afforded by the Mortgage) situated in the State of Florida, as described or referred 
to in the granting clauses of the Mortgage, subject to the exceptions as to bankruptcy, insolvency and other laws stated in subdivision 
(i) of subparagraph (c) above; 

(viii) The issuance and sale of the Securities have been duly authorized by all necessary corporate action on the part of the Company; 

(ix) An order has been entered by the Florida Public Service Commission authorizing the issuance and sale of the Securities, and to t h e  
best of the knowledge of said counsel, said order is still in force and effect; and no further filing with, approval, authorization, consent or 
other order of any public board or body (except such as have been obtained under the Securities Act and as may be required under the 
state securities or Blue Sky laws of any jurisdiction) is legally required for the consummation of the transactions contemplated in this 
Agreement; 

(x) Except as described in or contemplated by the Prospectus, there are no pending actions, suits or proceedings (regulatory or 
otherwise) against the Company or any properties that are likely, in the aggregate, to result in any material adverse change in the 
business, properties, results of operations or financial condition of the Company or that are likely, in the aggregate, to materially and 
adversely affect the Mortgage, the Securities or the consummation of this Agreement, or the transactions contemplated herein or therein; 
and 

(xi) The consummation of the transactions herein contemplated and the fulfillment of the terms hereof will not (i) result in a breach of 
any of the terms or provisions of, or constitute a default under, the Charter or the Company’s by-laws or (ii) result: in a material breach of 
any terms or provisions of, or constitute a default under, any applicable law, indenture, mortgage, deed of trust or other agreement or 
instrument to whch the Company is now a party or any judgment, order, writ or decree of any government or governmental authority or 
agency or court having jurisdiction over the Company or any of its assets, properties or operations that, in the case of any such breach or 
default, would have a material adverse effect on business, properties, results of operations or financial condition of the Company. 
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(e) The Representative shall have received on the date hereof and shall receive on the Closing Date from Deloitte & Touche LLP, a letter 
addressed to the Representative containing statements and information of the type ordinarily included in accountants ’ SAS 72 “comfort 
letters” to underwriters with respect to the audit reports, financial statements and certain fmancial lnformation contained in or incorporated by 
reference into the Prospectus. 

(0 At the Closing Date, the Representative shall receive a certificate of the Chairman, President, Treasurer or a Vice President of the 
Company, dated the Closing Date, to the effect that the representations and warranties of the Company in this Agreement are true and correct 
as of the Closing Date. 

(9) All legal proceedings taken in connection with the sale and delivery of the Securities shall have been satisfactory in form and substance 
to counsel for the Underwriters, and the Company, as of the Closing Date, shall be in compliance with any governing order of the Florida 
Public Service Commission, except where the failure to comply with such order would not be material to the offering or validity of the 
Securities. 

In case any of the conditions specified above in th s  paragraph 9 shall not have been fulfilled or waived by 2:OO P.M. on the Closing Date, t h s  
Agreement may be terminated by the Representative by delivering written notice thereof to the Company. Any such termination shall be without 
liability of any party to any other party except as otherwise provided in paragraphs 7 and 8 hereof. 

10. Conditions of the Company’s Obligations. The obligations of the Company to deliver the Securities shall be subject to the following 
conditions : 

(a) No stop order suspending the effectiveness of the Registration Statement shall be in effect on the Closing Date, and no proceedings for 
that purpose shall be pending before or threatened by the Commission on the Closing Date. 

(b) Prior to 12:OO Noon, New York time, on the day following the date of this Agreement, or such later date as shall have been consented 
to by the Company, there shall have been issued and on the Closing Date there shall be in full force and effect an order of the Florida Public 
Service Commission authorizing the issuance and sale by the Company of the Securities, which shall not contain any provision unacceptable 
to the Company by reason of its being materially adverse to the Company (it being understood that the order in effect as of the date of this 
Agreement contains any such unacceptable provision). 

In case any of the conditions specified in t h s  paragraph 10 shall not have been fulfilled at the Closing Date, this Agreement may be terminated 
by the Company by delivering written notice thereof to the Representative. Any such termination shall be without liability of any party to any 
other party except as otherwise provided in paragraphs 7 and 8 hereof. 

11. Indemnification. 
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(a) The Company agrees to indemnify and hold harmless each Underwriter, each officer and director of each Underwriter and each person 
who controls any Underwriter within the meaning of Section 15 of the Securities Act against any and all losses, claims, damages or liabilities, 
joint or several, to which they or any of them may become subject and to reimburse each such Underwriter, each such officer and director, anc 
each such controlling person for any legal or other expenses (including to the extent hereinafter provided, reasonable counsel fees) incurred bJ 
them, when and as incurred, in connection with investigating any such losses, claims, damages or liabilities or in connection with defending 
any actions, insofar as such losses, claims, damages, liabilities, expenses or actions arise out of or are based upon any untrue statement, or 
alleged untrue statement, of a material fact contained in the Registration Statement or the Prospectus, or in the Registration Statement or 
Prospectus as amended or supplemented (if any amendments or supplements thereto shall have been furnished), or the omission or alleged 
omission to state therein a material fact required to be stated therein or necessary to make the statements therein not misleading; provided, 
however, that the indemnity agreement contained in this paragraph 11 shall not apply to any such losses, claims, damages, liabilities, expenses 
or actions arising out of or based upon any such untrue statement or alleged untrue statement, or any such omission or alleged omission, if 
such statement or omission was made in reliance upon and in conformity with information furnished herein or in writing to the Company by 
any Underwriter through the Representative expressly for use in the Registration Statement or the Prospectus, or any amendment or 
supplement to any thereof, or arising out of, or based upon, statements in or omissions from that part of the Registration Statement that shall 
constitute the Statement of Eligibility under the 1939 Act (Form T-1) of the Trustee, andprovided, further, that the indemnity agreement 
contained in this paragraph 11 shall not inure to the benefit of any Underwriter (or of any person controlling such Underwriter) on account of 
any such losses, claims, damages, liabilities, expenses or actions arising fiom the sale of the Securities to any person if a copy of the 
Prospectus (excluding documents incorporated by reference therein) shall not have been given or sent to such person by or on behalf of such 
Underwriter with or prior to the written confirmation of the sale involved, unless such Prospectus failed to correct the omission or 
misstatement. The indemnity agreement of the Company contained in. t h s  paragraph 11 and the representations and warranties of the 
Company contained in paragraph 3 hereof shall remain operative and in fill force and effect regardless of any investigation made by or on 
behalf of any Underwriter, and such officer or director or any such controlling person and shall survive the delivery of the Securities. The 
Underwriters agree to notify promptly the Company, and each other Underwriter, of the commencement of any litigation or proceedings 
against them or any of them, or any such officer or director or any such controlling person, in connection with the sale of the Securities. 

(b) Each Underwriter severally, and not jointly, agrees to indemnify and hold harmless the Company, its officers who signed the 
Registration Statement and its directors, and each person who controls the Company within the meaning of Section 15 of the Securities Act, 
against any and all losses, claims, damages or liabilities, joint or several, to which they or any of them may become subject and to reimburse 
each of them for any legal or other expenses (including, to the extent hereinafter provided, reasonable counsel fees) incurred by them, when 
arid as incurred, in connection with investigating 
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any such losses, claims, damages, or liabilities, or in connection with defending any actions, insofar as such losses, claims, damages, 
liabilities, expenses or actions arise out of or are based upon any untrue statement or alleged untrue statement of a material fact contained in 
the Registration Statement or the Prospectus as amended or supplemented (if any amendments or supplements thereto shall have been 
furnished), or the omission or alleged omission to state therein a material fact required to be stated therein or necessary to make the statements 
therein not misleading, if such statement or omission was made in reliance upon and in conformity with information furnished herein or in 
writing to the Company by such Underwriter or through the Representative on behalf of such Underwriter expressly for use in the Regis-tratior 
Statement or the Prospectus or any amendment or supplement to any thereof. The indemnity agreement of all the respective Underwriters 
contained in this paragraph 1 I shall remain operative and in full force and effect regardless of any investigation made by or on behalf of the 
Company or any other underwriter, or any such officer or director or any such controlling person, and shall survive the delivery of the 
Securities. The Company agrees promptly to notify the Representative of the commencement of any litigation or proceedings against the 
Company or any of its officers or directors, or any such controlling person, in connection with the sale of the Securities. 

(c) The Company and each of the Underwriters agree that, upon the receipt of notice of the commencement of any action against it, its 
officers or directors, or any person controlling it as aforesaid, in respect of which indemnity may be sought on account of any indemnity 
agreement contained herein, it will promptly give written notice of the commencement thereof to the party or parties against whom indemnity 
shall be sought hereunder. The Company and each of the Underwriters agree that the notification required by the preceding sentence shall be i 
material term of this Agreement. The omission so to notify such indemnifying party or parties of any such action shall relieve such 
indemnifying party or parties from any liability that it or they may have to the indemnified party on account of any indemnity agreement 
contained herein if such indemnifying party was materially prejudiced by such omission, but shall not relieve such indemnifying party or 
parties from any liability that it or they may have to the indemnified party otherwise than on account of such indemnity agreement. In case 
such notice of any such action shall be so given, such indenmifying party shall be entitled to participate at its own expense in the defense or, i 
it so elects, to assume (in conjunction with any other indemnifying parties) the defense of such action, in which event such defense shall be 
conducted by counsel chosen by such indemnifying party (or parties) and satisfactory to the indemnified party or parties who shall be 
defendant or defendants in such action, and such defendant or defendants shall bear the fees and expenses of any additional counsel retained 
by them; but if the indemnifying party shall elect not to assume the defense of such action, such indemnifying parties will reimburse such 
indemnified party or parties for the reasonable fees and expenses of any counsel retained by them, as such expenses are incurred; provided, 
however, if the defendants (including any impleaded parties) in any such action include both the indemnified party and the indemnifying 
party, and counsel for the indemnified party shall have concluded, in its reasonable judgment, that there may be a conflict of interest involved 
in the representation by such counsel of both the indemnifying party and the indemnified party, the indemnified party or parties shall have the 
right to select separate counsel, satisfactory 
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to the indemnifying party, to participate in the defense of such action on behalf of such indemnified party or parties (it being understood, 
however, that the indemnifying party shall not be liable for the expenses of more than one separate counsel (in addition to one local counsel) 
representing the indemnified parties who are parties to such action). Each of the Company and the several Underwriters agrees that without 
the other party’s prior written consent, which consent shall not be unreasonably withheld, it will not settle, compromise or consent to the entry 
of any judgment in any claim in respect of which indemnification may be sought under the indemnification provisions of this Agreement, 
unless such settlement, compromise or consent includes an unconditional release of such other party from all liability arising out of such 
claim. 

(d) If the indemnification provided for in subparagraphs (a) or (b) above is for any reason unavailable to or insufficient to hold harmless an 
indemnified party in respect of any losses, liabilities, claims, damages or expenses referred to therein, then each indemnifying party shall 
contribute to the aggregate amount of such losses, liabilities, claims, damages and expenses incurred by such indemnified party, as incurred, 
(i) in such proportion as is appropriate to reflect the relative benefits received by the Company, on the one hand, and the Underwriters, on the 
other hand, from the offering of the Securities pursuant to this Agreement or (ii) if the allocation provided by clause (i} is not permitted by 
applicable law, in such proportion as is appropriate to reflect not only the relative benefits referred to in clause (i) above but also the relative 
fault of the Company, on the one hand, and of the Underwriters, on the other hand, in connection with the statements or omissions that 
resulted in such losses, liabilities, claims, damages or expenses, as well as any other relevant equitable considerations. The relative benefits 
received by the Company, on the one hand, and the Underwriters, on the other hand, in connection with the offering of the Securities pursuant 
to this Agreement shall be deemed to be in the same respective proportions as the total net proceeds from the offering of the Securities 
pursuant to this Agreement (before deducting expenses) received by the Company and the total underwriting discount received by the 
Underwriters, in each case as set forth on the cover of the Prospectus, bear to the aggregate initial public offering price of the Securities as set 
forth on such cover. The relative fault of the Company, on the one hand, and the Underwriters, on the other hand, shall be determined by 
reference to, among other things, whether the untrue or alleged untrue statement of a material fact or omission or alleged omission to state a 
material fact relates to information supplied by the Company or by the Underwriters and the parties’ relative intent, knowledge, access to 
information and opportunity to correct or prevent such statement or omission. The Company and the Underwriters agree that it would not be 
just and equitable if contribution pursuant to th~s subparagraph (d) were determined by pro rata allocation (even if the Underwriters were 
treated as one entity for such purpose) or by any other method of allocation that does not take account of the equitable considerations referred 
to above in this subparagraph (d). The rights of contribution contained in this Section 11 shall remain operative and in fit11 force and effect 
regardless of any investigation made by or on behalf of any Underwriter of the Company and shall survive delivery of the Securities. No 
person guilty of fraudulent misrepresentation (within the meaning of Section 1 l(f) of the Securities Act) shall be entitled to contribution from 
any person who was not guilty of such fraudulent misrepresentation. For purposes of this subparagraph (d), each officer and director of each 
Underwriter and each person, if any, who controls 
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an Underwriter within the meaning of Section 15 of the Securities Act or Section 20 of the Exchange Act shall have the same rights to 
contribution as such Underwriter, and each director of the Company, each officer of the Company who signed the Registration Statement, and 
each person, if any, who controls the Company within the meaning of Section 15 of the Securities Act or Section 20 of the Exchange Act shal: 
have the same rights to contribution as the Company. The Underwriters’ respective obligations to contribute pursuant to this subparagraph 
(d) are several in proportion to the number of Securities set forth opposite their respective names in Schedule II hereto and not joint. 

(e) For purposes of this paragraph 1 1 , it is understood and agreed that the only information provided by the Underwriters expressly for use 
in the Registration Statement and Prospectus were the following parts of the section titled “Underwriting”: the second, third and fourth 
sentences of the second paragraph, the third sentence of the third paragraph, all of the fourth paragraph, all of the fifth paragraph, and all of 
the sixth paragraph. 

12. Termination Date of this Agreement. This Agreement may be terminated by the Representative at any time prior to the Closing Date by 
delivering written notice thereof to the Company, if on or after the date of this Agreement but prior to such time (a) there shall have occurred any 
general suspension of trading in securities on the New York Stock Exchange, or there shall have been established by the New York Stock 
Exchange or by the Commission or by any federal or state agency or by the decision of any court, any limitation on prices for such trading or any 
restrictions on the distribution of securities or (b) there shall have occurred any new outbreak of hostilities including, but not limited to, significanl 
escalation of hostilities that existed prior to the date of this Agreement or any national or international calamity or crisis, or any material adverse 
change in the financial markets of the United States, the effect of whch outbreak, escalation, calamity or crisis, or material adverse change on the 
financial markets of the United States shall be such as to make it impracticable, in the reasonable judgment of the Representative, for the 
Underwriters to enforce contracts for the sale of the Securities, or IC) the Company shall have sustained a substantial loss by fire, flood, accident o 
other calamity that renders it impracticable, in the reasonable judgment of the Representative, to consummate the sale of the Securities and the 
delivery of the Securities by the several Underwriters at the initial public offering price, or (d) there shall have been any downgrading or any 
notice of any intended or potential downgrading in the rating accorded the Company’s securities by any “nationally recognized statistical rating 
organization” as that term is defined by the Commission for the purposes of Securities Act Rule 434(g)(2), or any such organization shall have 
publicly announced that it has under surveillance or review, with possible negative implications, its rating of the Securities, or any of the 
Company’s other outstanding debt, the effect of which in the reasonable judgment of the Representative, makes it impracticable or inadvisable to 
consummate the sale of the Securities and the delivery of the Securities by the several Underwriters at the initial public offering price or (e) there 
shall have been declared, by either federal or New York authorities, a general banking moratorium. This Agreement may also be terminated at an} 
time prior to the Closing Date if in the reasonable judgment of the Representative the subject matter of any amendment or supplement to the 
Registration Statement or Prospectus (other than an amendment or supplement relating solely to the activity of any Underwriter or Underwriters) 
filed after the execution of this Agreement shall have materially impaired the marketability of the 
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Securities. Any termination hereof pursuant to this paragraph 12 shall be without liability of any party to any other party except as otherwise 
provided in paragraphs 7 and 8. 

13. Miscellaneous. The validity and interpretation of this Agreement shall be governed by the laws of the State of New York. Unless otherwise 
specified, time of day refers to New York City time. This Agreement shall inure to the benefit of, and be binding upon, the Company, the several 
Underwriters, and with respect to the provisions of paragraph I1  hereof, the officers and directors and each controlling person referred to in 
paragraph 11 hereof, and their respective successors. Nothing in this Agreement is intended or shall be construed to give to any other person, firm 
or corporation any legal or equitable right, remedy or claim under or in respect of this Agreelr,ent or any provision herein contained. The term 
“successors” as used in this Agreement shall not include any purchaser, as such purchaser, of any of the Securities from any of the several 
Underwriters, 

14. Notices. AI1 communications hereunder shall be in writing or by telefax and, if to the Underwriters, shall be mailed, transmitted by any 
standard form of telecommunication or delivered to the Representative at the address set forth in Schedule I hereto and if to the Company, shall be 
mailed or delivered to it at 4 IO South Wilmington Street, Raleigh, North Carolina 2760 I, Attention: Thomas R, Sullivan, Treasurer. 

15. Counterparts. This Agreement may be simultaneously executed in counterparts, each of which when so executed shall be deemed to be an 
original. Such counterparts shall together constitute one and the same instrument. 

16. Defined Terms. Unless otherwise defined herein, capitalized terms used in tb s  Underwriting Agreement shall have the meanings assigned 
to them in the Registration Statement. 

[The remainder of this page has been intentionally left blank.] 
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If the foregoing is in accordance with your understanding of our agreement, lundly sign and return to the Company the enclosed duplicate 
hereof whereupon it will become a binding agreement between the Company and the several Underwriters in accordance with its terms. 

Very truly yours, 

FLORIDA POWER CORPORATION 
d/b/a PROGRESS ENERGY FLORIDA, INC. 

BY: / s i  THOMAS R. SULLIVAN 
Authorized Representative 

Accepted as of the date first 
above written, as Underwriter 
named in, and as the Representative 
of the other Underwriters named in, Schedule 11. 

BARCLAYS CAPITAL INC. 

By: /s/ PAMELA KENDALL 
Authorized Representative 

WACHOVIA CAPITAL MARKETS, LLC 

By: / S i  JIM WILLIAMS 

Authorized Representative 

[Signature Page of PEF First Mortgage Bond Underwriting Agreement)] 
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SCHEDULE I 

Underwriting Agreement dated May 1 1 , 2005 

Representative and Addresses: 

SupplementaI Indenture: 

Designation: 

Redemption Terms: 

Closing Date and Location: 

Barclays Capital Inc. 
200 Park Avenue 
New York, New York 10166 

Wachovia Capital Markets, LLC 
One Wachovia Center 
301 South College Street 
Charlotte, NC 28288-0402 

Forty-Fifth, dated as of May 1, 2005 

First Mortgage Bonds, 4.5 0% Series due 20 10 

Principal Amount: $300,000,000 

Date of Maturity: June 1,2010 

Interest Rate: 

Purchase Price: 

4.50% per annum, payable June 1 and December 1 of each year, 
commencing December 1,2005, 

99.295% of the principal amount thereof, plus no accrued interest 
to the date of payment and delivery. 

Public Offering Price: 99.895% of the principal amount thereof, plus no accrued interest 
to the date of payment and delivery. 

Optional - redeemable prior to maturity, in whole or in part, at the option of the Company at a 
make-whole redemption price (as defmed and described in further detail in the Prospectus 
Supplement). 

Special - redeemable prior to maturity, in whole but not in part, upon the occurrence of specific 
events, at the option of the Company at a make-whole redemption price (as defined and described 
in further detail in the Prospectus Supplement). 

May 16,2005 

Hunton & Williams LLP 
One Hannover Square, Suite 1400 
421 Fayetteville St. Mall 
Raleigh, North Carolina 27601 
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SCHEDULE I1 

Underwriter Principal Amount of Bonds 
Barclavs CaDital Inc $ 112,500,000 
Wachdvia &pita1 Markets, LLC 
Banc of America Securities LLC 
Greenwich Capital Markets, Inc. 
Calyon Securities (USA) Inc. 
Goldman, Sachs & Co. 

Total 
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Exhibit 1 

FLORIDA POWER CORPORATION 
d/b/a PROGRESS ENERGY FLORIDA, INC. 

Series A Floating Rate Senior Notes due 2008 

UNDERWRITING AGREEMENT 

December 7,200: 

To the Representative named in Schedule I hereto 
i f  the Underwriters named in Section 1 herein 

3ear Ladies and Gentlemen: 

;he several Underwriters hereinafter named as follows: 

Ebllowing firnis, and any underwriter substituted as provided in paragraph 6, and the term “Underwriter” shall be deemed to mean any one of such 
Underwriters : 

The undersigned Florida Power Corporation d/b/a Progress Energy Florida, Inc. (the “Company”) hereby confirms its agreement with each of 

1. Underwriters and Representative. The term “Underwriters” as used in this Agreement (the “Agreement”) shall be deemed to mean the 

Barclays Capital h c .  
Lehman Brothers Inc. 
BNP Paribas Securities Corp. 
Calyon Securities (USA) Inc. 
SunTrust Capital Markets, Inc. 
UBS Securities LLC 
Deutsche Bank Securities Inc. 
Mellon Financial Markets, LLC 

If the firm or firms listed as Representatives in Schedule I hereto (individually and collectively, the “Representative”) are the only firm or firms 
serving as underwriters, then the terms “Underwriters” and “Representative,” as used herein, shall each be deemed to refer to such firm or firms. 
Each Representative represents jointly and severally that they have been authorized by the Underwriters to execute this Agreement on their behalf 
and to act for them in the manner herein provided. All obligations of the Underwriters hereunder are several and not joint. If more than one firm is 
named as Representative in Schedule I hereto, any action under or in respect of this Agreement may be taken by such firms jointly as the 
Representative or by one of the fims acting on behalf of the Representative, and such action will be binding upon all the Underwriters. 

2. Description of Securities. The Company proposes to issue and sell its debt securities of the designation, with the tenns and in the amount 
specified in Schedule I hereto (the “Securities”) under a governing indenture dated as of December 7, 2005 (the “Base Indenture”) between the 
Company and J.P. Morgan Trust Company, National Association, as trustee (the “Trustee”) as supplemented and amended by an officer’s 
certificate dated as of December 13, 
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!005 (the “Officer’s Certificate”; and the Base Indenture as so supplemented, the “Indenture”) in substantially the form heretofore delivered to the 
&presentative. 

3. Representations and Warranties of the Company. The Company represents and warrants to each of the Underwriters that: 

(a) The Company has filed with the Securities and Exchange Commission (the “Co”ission”) a registration statement on Form S-3 
(No. 333-1 03974) (the “New Registration Statement”) under the Securities Act of 1933, as amended (the “Securities Act”), for the registration 
of up to an aggregate of $1,000,000,000 principal amount of First Mortgage Bonds and Debt Securities in unallocated amounts. The New 
Registration Statement also constituted post-effective amendment No. 1 to a registration statement on Form S-3 (No. 333-63204) (the “Post- 
Effective Amendment” and together with the New Registration Statement, the “Registration Statement”) under the Securities Act relating to 
an aggregate amount of $50,000,000 principal amount of the Company’s securities, which had been previously registered under the Securities 
Act but remained unsold at the time the Post-Effective Amendment became effective. The Registration Statement contained a combined 
prospectus for the sale of up to an aggregate of $1,050,000,000 principal amount of the Companies First Mortgage Bonds and Debt Securities 
(the “Registered Securities”). The Registration Statement was declared effective by the Commission on April 4, 2003. As of the date hereof, 
the Company has sold $600,000,000 aggregate principal amount of Registered Securities. The term “Registration Statement” shall be deemed 
to include all amendments to the date hereof and all documents incorporated by reference therein (the “Incorporated Documents”). The base 
prospectus filed as part of the Registration Statement, in the form in which it has most recently been filed with the Commission prior to the 
date of this Agreement, is hereinafter called the “Basic Prospectus.” The Basic Prospectus included in the Registration Statement, as 
supplemented by a preliminary prospectus supplement, dated December 7, 2005, relating to the Securities, and all prior amendmeiits or 
supplements thereto (other than amendments or supplements relating to the Registered Securities other than the Securities), including the 
Incorporated Documents, is hereinafter referred to as the “Preliminary Prospectus.” The Preliminary Prospectus, as amended and 
supplemented, including the Incorporated Documents, at or inmediately prior to the Applicable Time (as defined below) is hereinafter called 
the “Pricing Prospectus.” The Basic Prospectus included in the Registration Statement, as it is to be supplemented by a prospectus 
supplement, dated on the date hereof, substantially in the form delivered to the Representative prior to the execution hereof, relating to the 
Securities (the “Prospectus Supplement”) and all prior amendments or supplements thereto (other than amendments or supplements relating tc 
securities of the Company other than the Securities), including the Incorporated Documents, is hereinafter referred to as the “Prospectus.” An! 
reference herein to the terms “amend,” “amendment” or “supplement” with respect to the Registration Statement or the Prospectus shall be 
deemed to refer to and include any post-effective amendment to the Registration Statement, any prospectus supplement relating to the 
Securities filed with the Commission pursuant to Rule 424(b) under the Securities Act and the filing of any document under the Securities 
Exchange Act of 1934, as amended (the “Exchange Act”), deemed to be incorporated therein after the date hereof and prior to the termination 
of the offering of the Securities by the Underwriters; and any 
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references herein to the terms “Registration Statement” or “Prospectus” at a date after the filing of the Prospectus Supplement shall be deemed 
to refer to the Registration Statement or the Prospectus, as the case may be, as each may be amended or supplemented prior to such date. 

For purposes of this Agreement, the “Applicable Time” is 1 :00 p.m. (Nu Time) on the date of this Agreement; the documents listed in 
Schedule 11, taken tagether, are collectively referred to as the “Pricing Disclosure Package.” 

(b) The Registration Statement, at the time and date it was declared effective by the Commission, complied, and the Registration 
Statement, the Prospectus and the Indenture, as of the date hereof and at the Closing Date, will comply, in all material respects, with the 
applicable provisions of the Securities Act and the Trust Indenture Act of 1939; as amended (the “1939 Act”), and the applicable instructions, 
rules and regulations of the Commission thereunder; the Registration Statement, at the time and date it was declared effective by the 
Commission, did not contain an untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary to 
make the statements therein not misleading; the Pricing Disclosure Package as of the Applicable Time did not contain an untrue statement of e 
material fact or omit to state a material fact necessary in order to make the statements therein, in the light of the circumstances under which 
they were made, not misleading; and the Prospectus, as of its date and at the Closing Date, will not contain an untrue statement of a material 
fact or omit to state a material fact necessary in order to make the statements therein, in the light of the circumstances under whch they were 
made, not misleading; provided, however, that the foregoing representations and warranties in this subparagraph (b) shall not apply to 
statements or omissions made in reliance upon and in conformity with information furnished herein or in writing to the Company by the 
Representative or by or on behalf of any Underwriter through the Representative expressly for use in the Prospectus or to any statements in or 
omissions from the Statement of Eligibility (“Form T- I ”> of the Trustee. The Incorporated Documents, at the time they were each filed with 
the Commission, complied in all material respects with the applicable requirements of the Exchange Act and the instructions, rules and 
regulations of the Commission thereunder, and any documents so filed and incorporated by reference subsequent to the date hereof and prior 
to the termination of the offering of the Securities by the Underwriters will, at the time they are each filed with the Commission, comply in all 
material respects with the requirements of the Exchange Act and the instructions, rules and regulations of the Commission thereunder; and, 
when read together with the Registration Statement, the Pricing Prospectus, the Permitted Free Writing Prospectuses (as defined in Section 5 
(a)) and the Prospectus, none of such documents included or includes or will include any untrue statement of a material fact or omitted or 
omits or will omit to state any material fact required to be stated therein or necessary to make the statements therein, in the light of the 
circumstances under which they were made, not misleading. Each Permitted Free Writing Prospectus listed on Schedule I1 does not conflict in 
any material respect with the information contained in the Registration Statement, the Pricing Prospectus or the Prospectus. 
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( c )  The Company has been incorporated, is validly existing as a corporation and its status is active under the laws of the State of Florida; 
has corporate power and authority to own, lease and operate its properties and to conduct its business as contemplated under this Agreement 
and the other agreements to which it is a party; and is duly qualified as a foreign corporation to transact business and is in good standing in 
each jurisdiction in which such qualification is required, whether by reason of the ownership or leasing of property or the conduct of business, 
except where the failure to so qualify would not have a material adverse effect on the business, properties, results of operations or financial 
condition of the Company. 

(d) The historical financial statements incorporated by reference in the Registration Statement, the Pricing Prospectus and the Prospectus 
present fairly the fmancial condition and operations of the Company at the respective dates or for the respective periods to whch they apply; 
such financial statements have been prepared in each case in accordance with generally accepted accounting principles consistently applied 
throughout the periods involved, except that the quarterly financial statements incorporated by reference from any Quarterly Reports on Form 
10-Q contain condensed footnotes prepared in accordance with applicabIe Exchange Act rules and regulations; and any accounting firms that 
have audited any of the financial statements are independent registered public accounting f m s  as required by the Securities Act or the 
Exchange Act and the rules and regulations of the Commission thereunder. 

information is given in the Registration Statement and the Pricing Prospectus, and prior to the Closing Date, (i) there has not been any 
material adverse change in the business, properties, results of operations or financial condition of the Company, (ii) there has not been any 
material transaction entered into by the Company other than transactions contemplated by the Registration Statement and the Pricing 
Prospectus or transactions arising in the ordinary course of business and (iii) the Company has no material contingent obligation that is not 
disclosed in the Registration Statement and the Pricing Prospectus that could likely result in a material adverse change in the business, 
properties, results of operations or financial condition of the Company. 

( f )  The Company has full power and authority to execute, deliver and perform its obligations under this Agreement. The execution and 
delivery of this Agreement, the consummation of the transactions herein contemplated and the fulfilIment of the terms hereof on the part of 
the Company to be fulfilled have been duly authorized by all necessary corporate action of the Company in accordance with the provisions of 
its articles of incorporation, as amended (the “Charter”), by-laws and applicable law. 

the terms or provisions of, or constitute a default under, the Charter, the Company’s by-laws, applicable law or any indenture, mortgage, deed 
oftrust or other agreement or instrument to which the Company is now a party or any judgment, order, writ or decree of any government or 
governmental authority or agency or court having jurisdiction over the Company or any 

(e )  Except as reflected in, or contemplated by, the Registration Statement and the Pricing Prospectus, since the respective dates as of whlch 

(g) The consummation of the transactions herein contemplated and the fulfillment of the terms hereof will not result in a breach of any of 
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of its assets, properties or operations that, in the case of any such breach or default, would have a material adverse effect on the business, 
properties, results of operations or financial condition of the Company. 

(h) The Securities conform in all material respects to the description contained in the Pricing Disclosure Package and the Prospectus. 

(i) The Company has no subsidiaries that meet the d e f ~ t i o n  of “significant subsidiary” as defined in Section 210.1-02(w) of Regulation S- 
X promulgated under the Securities Act. 

(‘j) The Indenture (i) has been duly authorized, executed and delivered by the Company and, assuming due authorization, execution and 
delivery by the Trustee, constitutes a valid and legally binding obligation of the Company, enforceable against the Company in accordance 
with its terms, subject to (A) applicable bankruptcy, insolvency, reorganization, moratorium, fraudulent transfer or similar laws affecting 
creditors’ rights generally and (B) general principles of equity (regardless of whether such enforceability is considered in a proceeding at law 
or in equity and except for the effect on enforceability of federal or state law limiting, delaying or prohibiting the making of payments outside 
the United States); and (ii) conforms in all material respects to the description thereof in the Pricing Disclosure Package and the Prospectus. 
The Indenture has been qualified under the 1939 Act. 

(k) The Securities have been duly authorized by the Company and, when authenticated in the manner provided for in the Indenture and 
delivered against payment of the required consideration therefor, wilI constitute valid and legally binding obligations of the Company, entitlec 
to the benefits of the Indenture enforceable against the Company in accordance with its terms, subject to (i) applicable bankruptcy, 
insolvency, reorganization, moratorium, fraudulent transfer or similar laws affecting creditors ’ rights generally and (ii) general principles of 
equity (regardless of whether such enforceability is considered in a proceeding at law or in equity and except for the effect on enforceability 
of federal or state law limiting, delaying or prohbiting the making of payments outside the United States). 

(I) The Company is not an “investment company” within the meaning of the Investment Company Act of 1940, as amended (the “1940 
Act”). 

(m) Except as described in or contemplated by the Pricing Prospectus, there are no pending actions, suits or proceedings (regulatory or 
otherwise) against or affecting the Company or its properties that are llkely in the aggregate to result in any material adverse change in the 
business, properties, results of operations or financial condition of the Company, or that are likely in the aggregate to materially and adversely 
affect the Indenture, the Securities or the consummation of this Agreement or the transactions contemplated herein or therein. 

(n) No filing with, or authorization, approval, consent, license, order, registration, qualification or decree of, any court or governmental 
authority or agency is 
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necessary or required for the performance by the Company of its obligations hereunder in connection with the offering, issuance or sale of the 
Securities hereunder or the consummation of the transactions herein contemplated or for the due execution, delivery or performance of the 
Indenture by the Company, except such as have already been made or obtained or as may be required under the Securities Act or state 
securities laws and except for the qualification of the Indenture under the 1939 Act. 

4. Purchase and SaIe. On the basis of the representations, warranties and covenants herein contained, but subject to the tenns and conditions 
ierein set forth, the Company agrees to sell to each of the Underwriters, severally and not jointly, and each such Underwriter agrees, severally and 
lot jointly, to purchase from the Company, the respective principal amount of Securities set forth opposite the name of such Underwriter below at 
i purchase price of 99.65% of the principal amount thereof: 

Principal Amount of Securities 
$ 146,250,000 

Underwriter 
3arclavs CaDital Inc. 
Lehman Brothers Inc. 
3Np Paribas Securities Corp. 
2alyon Securities (USA) Inc. 
3unTrust Capital Markets, Inc. 
JBS Securities LLC 
Deutsche Bank Securities Inc. 
Llellon Financial Markets, LLC 

Total 

146,250,000 
3 1,500,000 
3 1,500,000 
3 1,500,000 
3 1,500,000 
22,500,000 

9.000.000 
450,000,000 

f i e  Underwriters agree to make promptly a bona fide public offering of the Securities to the public for sale as set forth in the Prospectus, subject, 
however, to the terms and conditions of this Agreement. The Underwriters agree that (i) no sales of the Securities will occur before investors are 
presented with the information that is contained in the Pricing Disclosure Package and (ii) such information that is presented to investors is 
zonsistent with the information that is contained in the Pricing Disclosure Package. 

5. Free WritinP Prospectuses. 

(a) The Company represents and agrees that, without the prior consent of the Representative, it has not made and will not make any offer 
relating to the Securities that would constitute a “free writing prospectus” as defhed in Rule 405 under the Act, other than a Permitted Free 
Writing Prospectus; each Underwriter represents and agrees that, without the prior consent of the Company and the Representative, it has not 
made and will not make any offer relating to the Securities that would constitute a “free writing prospectus,” as defined in Rule 405 under the 
Act, other than a Permitted Free Writing Prospectus or a free writing prospectus that is not required to be filed by the Company pursuant to 
Rule 433 under the Securities Act (an “Underwriter Free Writing Prospectus”). Any such free writing prospectus the use of which is 
consented to by the Company and the Representative is referred to herein as a “Permitted Free Writing 
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Prospectus”. The only Permitted Free Writing Prospectus as of the time of this Agreement is the pricing term sheet referred to in paragraph 5 
(b) below. 

(lo) The Company agrees to file a pricing term sheet, in the form of Schedule I hereto and approved by the Representative pursuant to Rule 
433(d) under the Securities Act within the time period prescribed by such Rule. 

(c) The Company and the Underwriters have complied and will comply with the requirements of Rule 433 under the Securities Act 
applicable to any free writing prospectus, including timely Commission filing where required and legending. 

(d) The Company agrees that if at any time following issuance of a Permitted Free Writing Prospectus any event occurred or occurs as a 
result of which such Permitted Free Writing Prospectus would conflict in any material respect with the information in the Registration 
Statement, the Pricing Prospectus or the Prospectus or include an untrue statement of a material fact or omit to state any material fact 
necessary in order to make the statements therein, in light of the circumstances then prevailing, not misleading, the Company will give prompl 
notice thereof to the Representative and, if requested by the Representative, will prepare and furnish without charge to each Underwriter a 
Permitted Free Writing Prospectus or other document which will correct such conflict, statement or omission; provided, however, that this 
representation and warranty shall not apply to any statements or omissions in a Permitted Free Writing Prospectus made in reliance upon and 
in conformity with information finished in writing to the Company by an Underwriter through the Representative, expressly for use therein. 

6. Time and Place of Closing; Default of Underwriters. 

(a) Payment for the Securities shall be made at the place, time and date specified in Schedule I hereto against delivery of the Securities at 
the office of J.P. Morgan Trust Company, National Association, 4 New York Plaza New York, New York 10004, or such other place, time 
and date as the Representative and the Company may agree. The hour and date of such delivery and payment are herein called the “Closing 
Date.” Payment for the Securities shall be by wire transfer of immediately available funds against delivery to The Depository Trust Company 
or to J.P. Morgan Trust Company, National Association, as custodian for The Depository Trust Company, in fully registered global form 
registered in the name of CEDE & Co., as nominee for The Depository Tmst Company, for the respective accounts specified by the 
Representative not later than the close of business on the business day prior to the Closing Date or such other date and time not later than the 
Closing Date as agreed by The Depository Tmst Company or J.P. Morgan Trust Company, National Association. For the purpose of 
expediting the checking of the certificates by the Representative, the Company agrees to make the Securities available to the Representative 
not later than 1O:OO A.M. New York time, on the last full business day prior to the Closing Date at said office of J.P. Morgan Trust Company, 
National Association. 
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(b) If one or more Underwriters shall, for any reason other than a reason permitted hereunder, fail to take up and pay €or the principal 
amount of the Securities to be purchased by such one or more Underwriters, the Company shall immediately notify the Representative, and 
the non-defaulting Underwriters shall be obligated to take up and pay for (in addition to the respective principal amount of the Securities set 
forth opposite their respective names in Section 4) the principal amount of such Securities that such defaulting Underwriter or Underwriters 
failed to take up and pay for, up to a principal amount thereof equal to 10% of the principal amount of such Securities. Each non-defaulting 
Underwriter shall do so on a pro-rata basis according to the amounts set forth opposite the name of such non-defaulting Underwriter in 
Section 4, and such non-defaulting Underwriters shall have the right, within 24 hours of receipt of such notice, either to  take up and pay for 
(in such proportion as may be agreed upon among them), or to substitute another Underwriter or Underwriters, satisfactory to the Company, tc 
take up and pay for the remaining principal amount of the Securities that the defaulting Underwriter or Underwriters agreed but failed to 
purchase. If any unpurchased Securities still remain, then the Company or the Representative shall be entitled to an additional period of 24 
hours within which to procure another party or parties, members of the National Association of Securities Dealers, Inc. (or if not members of 
such Association, who are not eligible for membership in said Association and who agree (i) to make no sales within the United States, its 
territories or its possessions or to persons who are citizens thereof or residents therein and (ii) in making sales to comply with said 
Association's Conduct Rules) and satisfactory to the Company, to purchase or agree to purchase such unpurchased Securities on the terms 
herein set forth. In any such case, either the Representative or the Company shall have the right to postpone the Closing Date €or a period not 
to exceed three full business days from the date agreed upon in accordance with this paragraph 6, in order that the necessary changes in the 
Registration Statement and Prospectus and any other documents and arrangements may be effected. If (i) neither the non-defaulting 
Underwriters nor the Company has arranged for the purchase of such unpurchased Securities by another party or parties as above provided 
and (ii) the Company and the non-defaulting Underwriters have not mutually agreed to offer and sell the Securities other than the unpurchasec 
Securities, then this Agreement shall terminate without any liability on the part of the Company or any Underwriter (other than an 
Underwriter that shall have failed or refbsed, in accordance with the terms hereof, to purchase and pay for the principal amount of the 
Securities that such Underwriter has agreed to purchase as provided in paragraph 4 hereof), except as otherwise provided in paragraph 7 and 
paragraph 8 hereof. 

7. Covenants of the Company. The Company covenants with each Underwriter that: 

(a) As soon as reasonably possible after the execution and delivery of this Agreement, the Company will file the Prospectus with the 
Commission pursuant to Rule 424 under the Securities Act ("Rule 424"), setting forth, among other things, the necessary information with 
respect to the terms of offering of the Securities and make any other required f ihgs  pursuant to Rule 433 under the Securities Act. Upon 
request, the Company will promptly deliver to the Representative and to counsel for the Underwriters, to the extent not previously delivered, 
one fully executed copy or one conformed copy, certified by an officer of the Company, of the Registration Statement, as 
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originally filed, and of all amendments thereto, if any, heretofore or hereafter made (other than those relating solely to Registered Securities 
other than the Securities), including any post-effective amendment (in each case inchding a11 exhibits filed therewith and all documents 
incorporated therein not previously furnished to the Representative), including signed copies of each consent and certificate included therein 
or filed as an exhibit thereto, and will deliver to the Representative for distribution to the Underwriters as many confomied copies of the 
foregoing (excluding the exhibits, but including all documents incorporated therein) as the Representative may reasonably request. The 
Company will also send to the Underwriters as soon as practicable after the date of this Agreement and thereafter from time to time as many 
copies of the Prospectus and the Preliminary Prospectus as the Representative may reasonably request for the purposes required by the 
Securities Act. 

(b) During such period (not exceeding nine months) after the commencement of the offering of the Securities as the Underwriters may be 
required by law to deliver a Prospectus, if any event relating to or affecting the Company, or of which the Company shall be advised in 
writing by the Representative shall occur, which in the Company’s reasonable opinion (after consultation with counsel for the Representative) 
should be set forth in a supplement to or an amendment of the Prospectus in order to make the Prospectus not misleading in the light of the 
circumstances when it is delivered to a purchaser, or if it is necessary to amend the Prospectus to comply with the Securities Act, the 
Company will forthwith at its expense prepare and furnish to the Underwriters and dealers named by the Representative a reasonable number 
of copies of a supplement or supplements or an amendment or amendments to the Prospectus that will supplement or amend the Prospectus so 
that as supplemented or amended it will comply with the Securities Act and will not contain any untrue statement of a material fact or omit to 
state any material fact necessary in order to make the statements therein, in the light of the circumstances when the Prospectus is delivered to 
a purchaser, not misleading. In case any Underwriter is required to deliver a Prospectus after the expiration of nine months after the 
commencement of the offering of the Securities, the Company, upon the request of the Representative, will fumish to the Representative, at 
the expense of such Underwriter, a reasonable quantity of a supplemented or amended prospectus, or supplements or amendments to the 
Prospectus, complying with Section 10(a) of the Securities Act. 

(c)  The Company will make generally available to its security holders, as soon as reasonably practicable, but in any event not later than 
16 months after the end of the fiscal quarter in which the filing of the Prospectus pursuant to Rule 424 occurs, an earning statement (in form 
complying with the provisions of Section 1 l(a) of the Securities Act, which need not be certified by independent public accountants) covering 
a period of twelve months beginning not later than the first day of the Company’s fiscal quarter next following the filing of the Prospectus 
pursuant to Rule 424. 

(d) The Company will use its best efforts promptIy to do and perform all things to be done and performed by it hereunder prior to the 
Closing Date and to satisfy all conditions precedent to the delivery by it of the Securities. 
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(e)  The Company will advise the Representative, or the Representative’s counsel, promptly of the filing of the Prospectus pursuant to 
Rule 424 and of any amendment or supplement to the Prospectus or Registration Statement or of official notice of institution of proceedings 
for, or the entry of, a stop order suspending the effectiveness of the Registration Statement and, if such a stop order should be entered, use its 
best efforts to obtain the prompt removal thereof. 

( f )  The Company will use its best efforts to qualify the Securities, as may be required, for offer and sale under the Blue Sky or legal 
investment laws of such jurisdictions as the Representative may designate, and will file and make in each year such statements or reports as 
are or may be reasonably required by the laws of such jurisdictions; provided, however, that the Company shall not be required to qualify as a 
foreign corporation or dealer in securities, or to file any general consents to service of process, under the laws of any jurisdiction. 

(g) Prior to the termination of the offering of the Securities, the Company will not file any amendment to the Registration Statement or 
supplement to the Pricing Prospectus or the Prospectus which shall not have previously been furnished to the Representative or of which the 
Representative shall not previously have been advised or to which the Representative shall reasonably object in writing and which has not 
been approved by the Underwriter(s) or their counsel acting on behalf of the Underwriters. 

8. Payment of Expenses. The Company will pay all expenses incident to the performance of its obligations under this Agreement, including 
(i) the piinting and filing of the Registration Statement and the printing of this Agreement, (ii) the delivery of the Securities to the Underwriters, 
(iii) the fees and disbursements of the Company’s counsel and accountants, (iv) the expenses in connection with the qualification of the Securities 
under securities laws in accordance with the provisions of paragraph 7(f) hereof, including filing fees and the fees and disbursements of counsel 
for the Underwriters in connection therewith, such fees and disbursements not to exceed $7,500, (v) the printing and delivery to the Underwriters 
of copies of the Registration Statement and all amendments thereto, of the Preliminary Prospectus, any Permitted Free Writing Prospectus and the 
Prospectus and any amendments or supplements thereto, (vi) the printing and delivery to the Underwriters of copies of the Blue Sky Survey, and 
(vii) the preparation and execution by the Company of the Indenture; and the Company will pay all taxes, if any (but not including any transfer 
taxes), on the issue of the Securities. The fees and disbursements ofUndenvriters’ counsel shall be paid by the Underwriters (subject, however, to 
the provisions of th s  paragraph 8 requiring payment by the Company of fees and disbursements not to exceed $7,500); provided, however, that if 
this Agreement is terminated in accordance with the provisions of paragraph 9, 10 or 12 hereof, the Company shall reimburse the Representative 
€or the account of the Underwriters for the fees and disbursements of Underwriters’ counsel. The Company shall not be required to pay any 
amount for any expenses of the Representative or of any other of the Underwriters except as provided in paragraph 7 hereof and in this paragraph 
8. The Company shall not in any event be liable to any of the Underwriters for damages on account of the loss of anticipated profit. 

9. Conditions of Underwriters’ Obligations. The several obligations of the Underwriters to purchase and pay for the Securities shall be subject 
to the accuracy of the 
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representations and warranties on the part of the Company as of the date hereof and the Closing Date, to the performance by the Company of its 
obligations to be performed hereunder prior to the Closing Date, and to the following hrther conditions: 

(a) No stop order suspending the effectiveness of the Registration Statement shall be in effect on the Closing Date and no proceedings for 
that purpose shall be pending before, or, to the Company’s knowledge, threatened by, the Commission on the Closing Date. The 
Representative shall have received, prior to payment for the Securities, a certificate dated the Closing Date and signed by the Chairman, 
President, Treasurer or a Vice President of the Company to the effect that no such stop order is in effect and that no proceedings for such 
purpose are pending before or, to the knowledge of the Company, threatened by the Conmission. 

(b) At the time of execution of this Agreement, or such later date as shall have been consented to by the Representative, there shall have 
been issued, and on the Closing Date there shall be in full force and effect, an order of the Florida Public Service Commission authorizing the 
issuance and sale of the Securities, whch shall not contain any provision unacceptable to the Representative by reason of its being materially 
adverse to the Company (it being understood that no such order in effect on the date of this Agreement and heretofore h i s h e d  to the 
Representative or counsel for the Underwriters contains any such unacceptable provision). 

whch opinion shall be satisfactory in form and substance to counsel for the Underwriters, and (2) Dewey Ballantine LLP, counsel for the 
Underwriters, in each of which opinions (except as to subdivision (vi) (as to documents incorporated by reference, at the time they were filed 
with the Commission) as to which Dewey Ballantine LLP need express no opinion) said counsel may rely as to all matters of Florida Iaw upor 
the opinion of R. Alexander Glenn, Deputy General Counsel - Florida of Progress Energy Service Company LLC, acting as counsel to the 
Company, to the effect that: 

(c) At the Closing Date, the Representative shall receive favorable opinions from: (1) Hunton & Williams LLP, counsel to the Company, 

(i) the Indenture has been duly and validly authorized by all necessary corporate action, has been duly and validly executed and 
delivered by the Company, and is a valid and binding obligation of the Company enforceable in accordance with its terms, except as 
limited by bankruptcy, insolvency or other laws affecting mortgagees‘ and other creditors’ rights and general equitable principles and any 
imptied covenant of good faith and fair dealings; 

(ii) the Indenture has been duly qualified under the 1939 Act; 

(iii) assuming authentication of the Securities by the Trustee in accordance with the Indenture and delivery of the Securities to and 
payment for the Securities by the Underwriters, as provided in this Agreement, the Securities have been duly and validly authorized, 
executed and delivered and are legal, valid and binding obligations of the Company enforceable in accordance with their terms, except as 
limited by bankmptcy, insolvency or other laws affecting 
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mortgagees’ and other creditors’ rights and general equitable principles and any implied covenant of good faith and fair dealings, and are entitled 
to the benefits of the Indenture; 

(iv) the statements made in the Prospectus under the caption “Description of Debt Securities’’ and in the Prospectus Supplement under 
the caption “Description of Senior Notes,” insofar as they purport to constitute summaries of the documents referred to therein, are 
accurate in all material respects; 

(v) this Agreement has been duly and validly authorized, executed and delivered by the Company; 

(vi) the Registration Statement, at the time and date it was declared effective by the Commission, and the Preliminary Prospectus, the 
Pricing Prospectus, the Permitted Free Writing Prospectuses and the Prospectus, as of their respective dates (except as to the financial 
statements and other financial and statistical data constituting a part thereof or incorporated by reference therein, upon which such 
opinions need not pass), complied as to form in all material respects with the requirements of the Securities Act and the 1939 Act and the 
applicable instructions, rules and regulations of the Commission thereunder; the documents or portions thereof filed with the Commission 
pursuant to the Exchange Act and deemed to be incorporated by reference in the Registration Statement, the Preliminary Prospectus, the 
Pricing Prospectus, and the Prospectus pursuant to Item 12 of F o m  S-3 (except as to financial statements and other financial and 
statistical data constituting a part thereof or incorporated by reference therein and that part of the Registration Statement that constitutes 
the Statement of Eligibility on Form T-1, upon which such opinions need not pass), at the time they were filed with the Commission, 
complied as to form in all material respects with the requirements of the Exchange Act and the applicable instructions, rules and 
regulations of the Commission thereunder; the Registration Statement has become effective under the Securities Act and, to the best of 
the knowledge of said counset, no stop order suspending the effectiveness of the Registration Statement has been issued and not 
withdrawn, and no proceedings for a stop order with respect thereto are threatened or pending under Section 8 of the Securities Act; and 

(vii) nothing has come to the attention of said counsel that would lead them to believe that the Registration Statement, at the time and 
date it was declared effective by the Commission, contained an untrue statement of a material fact or omitted to state a material fact 
required to be stated therein or necessary to make the statements therein not misleading; and nothmg has come to the attention of said 
counsel that would lead them to believe that (x) the Pricing Disclosure Package, as of the Applicable Time, included an untrue statement 
of a material fact or omitted to state a material fact necessary in order to make the statements therein, in light of the circumstances under 
which they were made, not misleading or (y) the Prospectus, as of its date and, as amended or supplemented, at the 
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Closing Date, included or includes an untrue statement of a material fact or omitted or omits to state a material fact necessary in order to make the 
statements therein, in the light of the circumstances under which they were made, not misleading (except as to financial statements and other 
financial and statistical data constituting a part of the Registration Statement, the Pricing Disclosure Package or the Prospectus or incorporated by 
reference therein and that part of the Registration Statement that constitutes the Statement of Eligibility on Form T- 1, upon which such opinions 
need not pass). 

(d) At the Closing Date, the Representative shall receive from R. Alexander Glenn, Deputy General Counsel - Florida of Progress Energy 
Service Company, LLC, acting as counsel to the Company, a favorable opinion in form and substance satisfactory to counsel for the 
Underwriters, to the same effect with respect to the matters enumerated in subdivisions (i), (iii), (v) and (vii} of subparagraph (c) of this 
paragraph 9 as the opinions required by said subparagraph (cj, and to the further effect that: 

(i) the Company has been incorporated? is validly existing as a corporation and its status is active under the laws ofthe State of 

(ii) the Company is duly authorized by its Charter to conduct the business that it is now conducting as set forth in the Prospectus; 

(iii) the Company is an electrical utility engaged in the business of generating, transmitting, distributing and selling electric power to 

(iv) the Company has valid and subsisting franchises, licenses and permits adequate for the conduct of its business, except where the 

Florida; 

the general public in the State of Florida; 

failure to hold such franchises, licenses and permits would not have a material adverse effect on the business, properties, results of 
operations or financial condition of the Company; 

(v) the issuance and sale of the Securities have been duly authorized by all necessary corporate action on the part of the Company; 

(vi) an order has been entered by the Florida Public Service Commission authorizing the issuance and sale of the Securities; and to the 
best of the howledge of said counsel, said order is still in force and effect; and no further filing with, approval, authorization, consent or 
other order of, any public board or body (except such as have been obtained under the Securities Act and as may be required under the 
state securities or Blue Sky laws of any jurisdiction) is legally required for the consummation of the transactions contemplated in this 
Agreement; 

(viij except as described in or contemplated by the Prospectus, there are no pending actions, suits or proceedings (regulatory or 
otherwise) against the Company or any properties that are likely, in the aggregate, to result in any 
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material adverse change in the business, properties, results of operations or financial condition of the Company or that are likely, in the 
aggregate, to materially and adversely affect the Indenture, the Securities or the consummation of ths  Agreement, or the transactions 
contemplated herein or therein; and 

(viii) the consummation of the transactions herein contemplated and the fulfillment of the terms hereof will not (i) result in a breach of 
any of the tems or provisions of, or constitute a default under, the Charter or the Company’s by-laws or (ii) result in a material breach of 
any terms or provisions of, or constitute a default under, any applicable law, indenture, mortgage, deed of trust or other agreement or 
instrument to which the Company is now a party or any judgment, order, writ or decree of any government or governmental authority or 
agency or court having jurisdiction over the Company or any of its assets, properties or operations that, in the case of any such breach or 
default, would have a material adverse effect on business, properties, results of operations or financial condition of the Company. 

(e) The Representative shall have received on the date hereof and shall receive on the Closing Date from Deloitte & Touche LLP, a letter 
addressed to the Representative containing statements and lnformation of the type ordinarily included in accountants ’ SAS 72 “comfort 
letters” to underwriters with respect to the audit reports, financial statements and certain financial information contained in or incorporated by 
reference into the Prospectus. 

Company, dated the Closing Date, to the effect that the representations and warranties of the Company in this Agreement are true and correct 
as of the Closing Date. 

(g) The Permitted Free Writing Prospectus, and any other material required pursuant to Rule 433(d) under the Securities Act, shall have 
been filed by the Company with the Commission within the applicable time periods prescribed by Rule 433, 

(h) All legal proceedings taken in connection with the sale and delivery of the Securities shall have been satisfactory in form and substance 
to counsel for the Underwriters, and the Company, as of the Closing Date, shall be in compliance with any governing order of the Florida 
Public Service Commission, except where the failure to comply with such order would not be material to the offering or validity of the 
Securities. 

(f) At the Closing Date, the Representative shall receive a certificate of the Chairman, President, Treasurer or a Vice President of the 

In case any of the conditions specified above in this paragraph 9 shall not have been fulfilled or waived by 2 :OO P.M. on the Closing Date, t h s  
Agreement may be terminated by the Representative by delivering written notice thereof to the Company. Any such termination shall be without 
liability of any party to any other party except as otherwise provided in paragraphs 7 and 8 hereof. 

conditions : 
10. Conditions of the Company’s Obligations. The obligations of the Company to deliver the Securities shall be subject to the following 
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(a) No stop order suspending the effectiveness of the Registration Statement shall be in effect on the Closing Date, and no proceedings for 
that purpose shall be pending before or threatened by the Commission on the Closing Date. 

(b) Prior to 12:OO Noon, New York time, on the day following the date of this Agreement, or such later date as shall have been consented 
to by the Company, there shall have been issued and on the Closing Date there shall be in full force and effect an order of the Florida Public 
Service Commission authorizing the issuance and sale by the Company of the Securities, which shall not contain any provision unacceptable 
to the Company by reason of its being materially adverse to the Company (it being understood that the order in effect as of the date of this 
Agreement contains any such unacceptable provision). 

In case any of the conditions specified in this paragraph 10 shall not have been fulfilled at the Closing Date, this Agreement may be terminated 
)y the Company by delivering written notice thereof to the Representative. Any such termination shall be without liability of any party to any 
Ither party except as otherwise provided in paragraphs 7 and 8 hereof. 

11. Indemnification. 

(a) The Company agrees to indemnify and hold harmless each Underwriter, each officer and director of each Underwriter and each person 
who controls any Underwriter within the meaning of Section 15 of the Securities Act against any and all losses, claims, damages or liabilities, 
joint or several, to which they or any of them may become subject and to reimburse each such Underwriter, each such officer and director, anc 
each such controlling person for any legal or other expenses (including to the extent hereinafter provided, reasonable counsel fees) incurred b; 
them, when and as incurred, in connection with investigating any such losses, claims, damages or liabilities or in connection with defending 
any actions, insofar as such losses, claims, damages, liabilities, expenses or actions arise out of or are based upon any untrue statement, or 
alleged untrue statement, of a material fact contained in the Registration Statement, the Preliminary Prospectus, the Pricing Prospectus, the 
Permitted Free Writing Prospectuses or the Prospectus, or in the Registration Statement or Prospectus as amended or supplemented (if any 
amendments or supplements thereto shall have been fimished), or in any free writing prospectus used by the Company other than a Permitted 
Free Writing Prospectus, or the omission or alleged omission to state therein a material fact required to be stated therein or necessary to make 
the statements therein not misleading; provided, however, that the indemnity agreement contained in this paragraph 11 shall nut apply to any 
such losses, claims, damages, liabilities, expenses or actions arising out of or based upon any such untrue statement or alleged untrue 
statement, or any such omission or alleged omission, if such statement or omission was made in reliance upon and in conformity with 
information furnished herein or in writing to the Company by any Underwriter through the Representative expressly for use in the 
Registration Statement, the Preliminary Prospectus, the Pricing Prospectus, the Permitted Free Writing Prospectuses or the Prospectus, or any 
amendment or supplement to any thereof, or arising out of, or based upon, statements in or omissions from that part of the Registration 
Statement that shall constitute the Statement of Eligibility under the 193 9 Act (Form T- 1) 
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of the Trustee, and provided, further, that the indemnity agreement contained in this paragraph 11 shall not inure to the benefit of any 
Underwriter (or of any person controlling such Underwriter) on account of any such losses, claims, damages, liabilities, expenses or actions 
arising from the sale of the Securities to any person if a copy of the Permitted Free Writing Prospectus or Prospectus (excluding documents 
incorporated by reference therein) shall not have been given or sent to such person by or on behalf of such Underwriter at or prior to the entry 
into the contract of sale, unless such Prospectus or Permitted Free Writing Prospectus failed to correct the omission or misstatement. The 
indemnity agreement of the Company contained in this paragraph 11 and the representations and warranties of the Company contained in 
paragraph 3 hereof shall remain operative and in full force and effect regardless of any investigation made by or on behalf of any Underwriter, 
and such officer ox director or any such controlling person and shall survive the delivery of the Securities. The Underwriters agree to notify 
promptly the Company, and each other Underwriter, of the commencement of any litigation or proceedings against them or any of them, or 
any such officer or director, or any such controlling person, in connection with the sale of the Securities, 

Registration Statement and its directors, and each person who controls the Company within the meaning of Section 15 of the Securities Act, 
against any and all losses, claims, damages or liabilities, joint or several, to which they or any of them may become subject and to reimburse 
each of them for any legal or other expenses (including, to the extent hereinafter provided, reasonable counsel fees) incurred by them, when 
and as incurred, in connection with investigating any such losses, claims, damages, or liabilities, or in connection with defending any actions, 
insofar as such losses, claims, damages, liabilities, expenses or actions arise out of or are based upon any untrue statement or alleged untrue 
statement of a material fact contained in the Registration Statement, the Preliminary Prospectus, the Pricing Prospectus, the Permitted Free 
Writing Prospectuses, the Prospectus as amended or supplemented (if any amendments or supplements thereto shall have been furnished), or 
any Underwriter Free Writing Prospectus used by such Underwriter (but only to the extent that the content of such Underwriter Free Writing 
Prospectus that is subject to indemnification is materially inconsistent with the information contained in the Permitted Free Writing 
Prospectus or the Prospectus) or the omission or alleged omission to state therein a material fact required to be stated therein or necessary to 
make the statements therein not misleading, if such statement or omission was made in reliance upon and in conformity with information 
furnished herein or in writing to the Company by such Underwriter or through the Representative on behalf of such Underwriter expressly for 
use in the Registration Statement, the Preliminary Prospectus, the Pricing Prospectus, the Permitted Free Writing Prospectus or the Prospectus 
or any amendment or supplement to any thereof. The indemnity agreement of all the respective Underwriters contained in this paragraph 11 
shall remain operative and in full force and effect regardless of any investigation made by or on behalf of the Company or any other 
Underwriter, or any such officer or director or any such controlling person, and shall survive the delivery of the Securities. The Company 
agrees promptly to notify the Representative of the commencement of any litigation or proceedings against the Company or any of its 

(b) Each Underwriter severally, and not jointly, agrees to indemnify and hold harmless the Company, its officers who signed the 
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officers or directors, or any such controlling person, in connection with the sale of the Securities. 

(c) The Company and each of the Underwriters agree that, upon the receipt of notice of the commencement of any action against it, its 
officers or directors, or any person controlling it as aforesaid, in respect of which indemnity may be sought on account of any indemnity 
agreement contained herein, it will promptly give written notice of the commencement thereof to the party or parties against whom indemnity 
shall be sought hereunder. The Company and each of the Undenviiters agree that the notification required by the preceding sentence shall be a 
material term of this Agreement. The omission so to notify such indemnifying party or parties of any such action shall relieve such 
indemnifying party or parties from any Iiability that it or they may have to the indemnified party on account of any indemnity agreement 
contained herein if such indemnifying party was materially prejudiced by such omission, but shall not relieve such indemnifying party or 
parties from any liability that it or they may have to the indemnified party otherwise than on account of such indemnity agreement. In case 
such notice of any such action shall be so given, such indemnifying party shall be entitled to participate at its own expense in the defense or, if 
it so elects, to assume (in conjunction with any other indemnifying parties) the defense of such action, in which event such defense shall be 
conducted by counsel chosen by such indemnifying party (or parties) and satisfactory to the indemnified party or parties who shall be 
defendant or defendants in such action, and such defendant or defendants shall bear the fees and expenses of any additional counsel retained 
by them; but if the indemnifying party shall elect not to assume the defense of such action, such indemnifying parties will reimburse such 
indemnified party or parties for the reasonable fees and expenses of any counsel retained by them, as such expenses are incurred; provided, 
however, if the defendants (including any impleaded parties) in any such action include both the indemnified party and the indemnifying 
party, and counsel for the indemnified party shall have concluded, in its reasonable judgment, that there may be a conflict of interest involved 
in the representation by such counsel of both the indemnifying party and the indemnified party, the indemnified party or parties shall have the 
right to select separate counsel, satisfactory to the indemnifying party, to participate in the defense of such action on behalf of such 
indemnified party or parties (it being understood, however, that the indemnifying party shall not be liable for the expenses of more than one 
separate counsel (in addition to one local counsel) representing the indemnified parties who are parties to such action). Each of the Company 
and the several Underwriters agrees that without the other party’s prior written consent, which consent shall not be unreasonably withheld, it 
will not settle, compromise or consent to the entry of any judgment in any claim in respect of which indemnification may be sought under the 
indemnification provisions of this Agreement, unless such settlement, compromise or consent includes an unconditional release of such other 
party from all liability arising out of such claim. 

(d) If the indemnification provided for in subparagraphs (a) or (b) above is for any reason unavailable to or insufficient to hold harmless an 
indemnified party in respect of any losses, liabilities, claims, damages or expenses referred to therein, then each indemnifying party shall 
contribute to the aggregate amount of such losses, liabilities, claims, damages and expenses incurred by such indemnified party, as incurred, 
(i) in such 
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proportion as is appropriate to reflect the relative benefits received by the Company, on the one hand, and the Underwriters, on the other hand, 
from the offering of the Securities pursuant to this Agreement or (ii) if the allocation provided by clause (i) is not permitted by applicable law, 
in such proportion as is appropriate to reflect not only the relative benefits referred to in clause (i) above but also the relative fault of the 
Company, on the one hand, and of the Underwriters, on the other hand, in connection with the statements or omissions that resulted in such 
losses, liabilities, claims, damages or expenses, as well as any other relevant equitable considerations. The relative benefits received by the 
Company, on the one hand, and the Underwriters, on the other hand, in connection with the offering of the Securities pursuant to this 
Agreement shall be deemed to be in the same respective proportions as the total net proceeds from the offering of the Securities pursuant to 
ths  Agreement (before deducting expenses) received by the Company and the total underwriting discount received by the Underwriters, in 
each case as set forth on the cover of the Prospectus, bear to the aggregate initial public offering price of the Securities as set forth on such 
cover. The relative fault of the Company, on the one hand, and the Undenviiters, on the other hand, shall be determined by reference to, 
among other things, whether the untrue or alleged untrue statement of a material fact or omission or alleged omission to state a material fact 
relates to information supplied by the Company or by the Underwriters and the parties’ relative intent, knowledge, access to information and 
opportunity to correct or prevent such statement or omission. The Company and the Underwriters agree that it would not be just and equitable 
if contribution pursuant to this subparagraph (d) were determined by pro rata allocation (even if the Underwriters were treated as one entity 
for such purpose) or by any other method of allocation that does not take account of the equitable considerations referred to above in this 
subparagraph (d). The rights of contribution contained in this Section 11 shall remain operative and in full force and effect regardless of any 
investigation made by or on behalf of any Underwriter of the Company and shall survive delivery of the Securities. No person guilty of 
fraudulent misrepresentation (within the meaning of Section 1 l(f) of the Securities Act) shall be entitled to contribution from any person who 
was not guilty of such fraudulent misrepresentation. For purposes of this subparagraph (d), each officer and director of each Underwriter and 
each person, if any, who controls an Underwriter within the meaning of Section 15 of the Securities Act or Section 20 of the Exchange Act 
shall have the same rights to contribution as such Underwriter, and each director of the Company, each officer of the Company who signed 
the Registration Statement, and each person, if any, who controls the Company within the meaning of Section 15 of the Securities Act or 
Section 20 of the Exchange Act shall have the same rights to contribution as the Company. The Underwriters’ respective obligations to 
contribute pursuant to this subparagraph (d) are several in proportion to the number of Securities set forth opposite their respective names in 
Section 4 and not joint. 

(e) For purposes of this paragraph 1 1, it is understood and agreed that the only information provided by the Underwriters expressly for use 
in the Registration Statement, the Pricing Prospectus, the Permitted Free Writing Prospectuses and Prospectus were the following parts of the 
section titled “Underwriting”: the second and third sentences of the second paragraph, the third sentence of the third paragraph, the fourth 
paragraph, the fifth paragraph and the sixth paragraph. 
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12. Termination Date of this Agreement. This Agreement may be terminated by the Representative at any time prior to the Closing Date by 
delivering written notice thereof to the Company, if on or after the date of this Agreement but prior to such time (a) there shall have occurred any 
general suspension of trading in securities on the New York Stock Exchange, or there shall have been established by the New York Stock 
Exchange or by the Commission or by any federal or state agency or by the decision o f  any court, any limitation on prices for such trading or any 
restrictions on the distribution of securities or (b) there shall have occurred any new outbreak of hostilities including, but not limited to, significant 
escalation of hostilities that existed prior to the date of this Agreement or any national or international calamity or crisis, or any material adverse 
change in the financial markets of the United States, the effect of which outbreak, escalation, calamity or crisis, or material adverse change on the 
financial markets of the United States shall be such as to make it impracticable, in the reasonable judgment of the Representative, for the 
Underwriters to enforce contracts for the sale of the Securities, or (c) the Company shall have sustained a substantial loss by fire, flood, accident 0: 

other calamity that renders it impracticable, in the reasonable judgment of the Representative, to consummate the sale of the Securities and the 
delivery of the Securities by the several Underwriters at the initial public offering price, or (d} there shall have been any downgrading or any 
notice of any intended or potential downgrading in the rating accorded the Company’s securities by any “nationally recognized statistical rating 
organization’’ as that term is defined by the Commission for the purposes of Securities Act Rule 436(g)(2), or any such organization shall have 
publicly announced that it has under surveillance or review, with possible negative implications, its rating of the Securities, or any of the 
Company’s other outstanding debt, the effect of which in the reasonable judgment of the Representative, makes it impracticable or inadvisable to 
consumate the sale of the Securities and the delivery of the Securities by the several Underwriters at the initial public offering price or (e) there 
shall have been declared, by either federal or New York authorities, a general banking moratorium. This Agreement may also be terminated at any 
time prior tu the Closing Date if in the reasonable judgment of the Representative the subject matter of any amendment or supplement to the 
Registration Statement, the Pricing Prospectus or Prospectus (other than an amendment or supplement relating solely to the activity of any 
Underwriter or Underwriters) filed after the execution of this Agreement shall have materially impaired the marketability of the Securities. Any 
termination hereof pursuant to this paragraph 12 shall be without liability of any party to any other party except as otherwise provided in 
paragraphs 7 and 8. 

specified, time of day refers to New York City time. This Agreement shall inure to the benefit of, and be binding upon, the Company, the several 
Underwriters, and with respect to the provisions of paragraph 11 hereof, the officers and directors and each controlling person referred to in 
paragraph 11 hereof, and their respective successors. Nothing in this Agreement is intended or shall be construed to give to any other person, firni 
or corporation any legal or equitable right, remedy or claim under or in respect of this Agreement or any provision herein contained. The term 
“successors” as used in this Agreement shall not include any purchaser, as such purchaser, of any of the Securities from any of the several 
Underwriters. 

13. Miscellaneous. The validity and interpretation of this Agreement shall be governed by the laws of the State of New York. Unless otherwise 

14. Nature of Relationship. The Company acknowledges and agrees that (i) in connection with all aspects of each transaction contemplated by 
h s  Agreement, the Company 
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and the Underwriters have an arms length business relationship that creates no fiduciary duty on the part of any party and each expressly disclaims 
my fiduciary relationship, (ii) the Underwriters and their respective affiliates may be engaged in a broad range of transactions that involve 
interests that differ from those of the Company, (iii) the Underwriters have not provided any legal, accounting, regulatory or tax advice with 
respect to the offering contemplated hereby and the Company has consulted its own legal, accounting, regulatory and tax advisors to the extent it 
deemed appropriate, and (iv) any review by the Underwriters of the Company, the transactions contemplated hereby or other matters relating to 
such transactions will be performed solely for the benefit of the Underwriters and shall not be on behalf of the Company. 

15. Notices. All communications hereunder shall be in writing or by telefax and, if to the Underwriters, shall be mailed, transmitted by any 
standard form of telecommunication or delivered to the Representatives at Barclays Capital Inc., 200 Park Avenue, New York, New York 10166 
and LehmanBrothers Inc., 745 Seventh Avenue, 30th Floor, New York City, New York 10019, and if to the Company, shall be mailed or 
delivered to it at 4 10 South Wilmington Street, Raleigh, North Carolina 2760 1, Attention: Thomas R. Sullivan, Treasurer. 

original. Such counterparts shall together constitute one and the same instrument. 

to them in the Registration Statement. 

16. Counterparts. This Agreement may be simultaneously executed in counterparts, each of whch when so executed shall be deemed to be an 

17. Defmed Terms. Unless otherwise defined herein, capitalized terms used in th s  Undenvriting Agreement shall have the meanings assigned 

[The remainder of this page has been intentionally Ieft blank.] 
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If the foregoing is in accordance with your understanding of our agreement, kindly sign and return to the Company the enclosed duplicate 
tereof whereupon it will become a binding agreement between the Company and the several Underwriters in accordance with its terms. 

Very truly yours, 

FLOFUDA POWER CORPORATION 
d/b/a PROGRESS ENERGY FLORIDA, INC. 

By: /s/ Thomas R. Sullivan 
Authorized Representative 

iccepted as of the date first 
ibove written, as Underwriter 
lamed in, and as the Representative 
if the other Underwriters named in, 
Section 1 of this Agreement. 

BARCLAYS CAPITAL INC. 

By: /s/ Pamela Kendall 
Authorized Representative 

LEHMAN BROTmRS INC. 

By: / s i  Martin Goldberg 
Authorized Repre s ent at iv e 

[Signature Page of PEF Senior Notes Underwriting Agreement] 
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SCHEDULE 1 

PRICING TERM SHEET 

Underwriting Agreement dated December 7,2005 

Representatives: 

Designation: 

Principal Amount: 

Maturity: 

hterest Rate: 

[nterest Payment Dates: 

Public Offering Price: 

Redemption Terms: 

Settlement: 

ZUSLP: 

Barclays Capital Inc. 
Lehman Brothers Inc. 

Series A Floating Rate Senior Notes due 2008 

$450,000,000 

November 14,2008 

Floating rate based on the three-month LIBOR rate 
(calculated as described 111 the Preliminary 
Prospectus Supplement dated December 7,2005) plus 
0.40%; reset quarterly. 

Payable quarterly on February 14, May 14, August 
14 and November 14, commencing February 14,2006. 

100% of the principal amount thereof. 

On June 13, 2006 or any interest payment date 
thereafter, redeemable prior to maturity, in whole 
or in part, at the option of the Company at a 
redemption price of 100% (as described in further 
detail in the Preliminary Prospectus Supplement 
dated December 7,2005). 

December 13,2005 

341099 CF 4 

The issuer has filed a registration statement (including a prospectus) with the SEC for the offering to which this communication relates. 
Before you invest, you should read the prospectus in that registration statement and other documents the issuer has filed with the SEC foi 
more complete information about the issuer and this offering, You may get these documents for free by visiting EDGAR on the SEC Web 
site a t  www.sec.gov (and more specifically, at the URL link http://sec.gov/cgi-bidbrowse-edgar? 
~ction=~etcom~an~&CIK=OOOOO37637&owne~include). Alternatively, the issuer, any underwriter o r  any dealer participating in the 
Dffering will arrange to send you the prospectus if you request it by calling toll-free at 1-888-227-2275 ext, 2663 or collect at 1-212-526- 
3664. 
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SCHEDULE I1 

PRICING DISCLOSURE PACKAGE 

) Prospectus dated April 4, 2003 

:) Preliminary Prospectus Supplement dated December 7,2005 (which shall be deemed to include the Incorporated Documents) 

Permitted Free Writing Prospectuses 

a) Pricing Term Sheet attached as Schedule I hereto 
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EXHIBIT (5)-a 

Amount Underwriter 
Underwriter Address Underwritten Fees 

4.50% Series Due June 1.2010 

Affiliation wl 
Florida 

Power Co. 

85 Broad Street; New York, NY 10004 $ 15~000,000 $ 90,000 None Got&”, Sachs & Co.. 
$ 300,000,000 $ 1,800,000 

UNV Discount 60 bp 



__ 

EXHIBIT (5)-b 

Amount Underwriter 
Underwriter Address Fees Underwritten 

Series A Floating Rate Senior Notes, due November 14, 2008 

Affiliation wl 
Florida 

Power Co. 

Mellon financial Markets, LLC One Mellon Center; Pittsburgh, PA 15258 $ 9,000,000 $ 31,500 None 
$ 450,000,000 $ 1,575,000 

UNV Discount 35 bp 


