BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for expedited Commission | DOCKET NO. 080603-EI ,
approval of base rate increase for costs [ ORDER NO. PSC-08-0779-TRF-EI
associated with MUR phase of CR3 uprate j ISSUED: November 26, 2008
project, pursuant to Section 366.93(4), F.S.,
and Rule 25-6.0423(7), F.A.C., by Progress
Energy Florida, Inc.

The following Commissioners participated in the disposition of this matter:

MATTHEW M. CARTER II, Chairman
LISA POLAK EDGAR
KATRINA J. McMURRIAN
NANCY ARGENZIANO
NATHAN A. SKOP

ORDER APPROVING INCREASE IN BASE RATES, PROPOSED TARIFFS
AND ASSOCIATED CHARGES

BY THE COMMISSION:

BACKGROUND

In 2006, the Florida Legislature enacted legislation, Section 366.93, Florida Statutes
(F.S.), encouraging the development of nuclear energy in the state. In that section, the
Legislature directed us to adopt rules providing for alternate cost recovery mechanisms that
would encourage investor-owned electric utilities to invest in nuclear power plants. We adopted
Rule 25-6.0423, Florida Administrative Code (F.A.C.), which provides for an annual clause
recovery proceeding to consider investor-owned electric utilities® requests for cost recovery for
nuclear plants.

We granted Progress Energy Florida, Inc.’s (PEF’s) need determination for the Crystal
River 3 (CR3) Uprate on February 8, 2007.! Once completed, the CR3 Uprate will provide an
additional 180 MW of nuclear generation. The CR3 Uprate will be accomplished in three
phases.” The reasonableness and prudence of the construction expenditures related to each phase
of the CR3 Uprate project are subject to review in Docket No. 080009-E1.>

Phase 1, the Measurement Uncertainty Recapture (MUR) phase, was completed during
the 2007 refueling outage and went online on January 31, 2008. It resulted in the addition of
approximately 12 megawatts of nuclear generation to PEF’s system. On September 19, 2008,
PEF filed a petition to increase its base rates by the $1,297,979 revenue requirements associated

1Order No. PSC-07-0119-FOF-EI, issued February 8, 2007, in Docket No. 060642-El, In re: Petition for
determination of need for expansion of Crystal River 3 nuclear power plant, for exemption from Bid Rule 25-

22.082, F.A.C., and for cost recovery through fuel clause, by Progress Energy Florida, Inc.

? Phase 1 — Measurement Uncertainty Recapture; Phase 2 — Balance of Plant; and Phase 3 — Extended Power Uprate.
? Docket No. 080009-El In re: Nuclear cost recovery clause.
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with the MUR phase of the CR3 Uprate project pursuant to Rule 25-6.0423(7), F.A.C. PEF has
requested expedited approval of its petition so that the new base rates can become effective with
the first billing cycle for January 2009.

We have jurisdiction over this subject matter pursuant to the provisions of Section
366.93, F.S., and other provisions of Chapter 366, F.S.

DISCUSSION AND DECISION

As noted above, PEF has requested approval to increase its base rates by $1,297,979 for
the MUR phase of the CR3 Uprate project. The MUR phase went into commercial service on
January 31, 2008.

In compliance with Rule 25-6.0423(7), F.A.C., PEF submitted its calculation of the
annualized base revenue requirements for the MUR phase for the first 12 months of operations.
This calculation is appended to this order as Attachment A. We have reviewed the calculation of
the $1,297,979 jurisdictional annual revenue requirement. We find that the annual revenue
requirement calculation has been calculated in compliance with Rule 25-6.0423(7), F.A.C., and
therefore we approve the $1,297,979 base rate increase.

At the October 14, 2008, Agenda Conference, we found that the 2007 expenditures for
the MUR phase of the CR3 Uprate project were reasonable and prudent in Docket No. 080009-
El. However, the 2008 construction expenditures related to the MUR phase are still under
review in Docket No. 080009-EI. A final determination of the reasonableness and prudence of
the 2008 construction expenditures will not be made until 2009. Per Attachment A, the increase
in Electric Plant in Service included in the calculation is $8,565,344 ($8,030,267 jurisdictional),
net of joint owners. If the $8,565,344 amount is revised based on a final audit and review of the
2008 construction expenditures, the annual revenue requirement will have to be recalculated.
This would require a true-up of the revenues already collected and a revision of the related
tariffs. Thus, the approval of the $1,297,979 base rate increase shall be made subject to true-up
and revision based on the final review of the 2008 MUR phase construction expenditures in the
2009 Nuclear Cost Recovery Clause proceeding.

As discussed above, PEF has proposed to increase its base rate energy charges by
$1,297,979. PEF allocated this amount to the various rate classes based on the 12 Coincident
Peak (CP) and 1/13 Average Demand methodology, which is our current methodology to
allocate production demand costs to rate classes. This methodology essentially allocates costs to
the rate classes based on the average of their monthly contribution to the system peak. The
allocation of the $1,297,979 to the rate classes is appended to this order as Attachment B.

As shown in Attachment B, the residential base rate energy charge will increase by 0.004
cents per kilo-watt hour, adding 4 cents to the base rate component of the 1,000 kWh residential
bill. PEF has proposed increases to its various cost recovery factors, including the fuel and
purchased power cost recovery factor (Docket No. 080001-EI), which may have additional
impacts on bills beginning in 2009. However, because of Docket No. 080001-EI and other
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proposed changes, the current 1,000 kWh residential bill of $110.59 is projected to increase to
$137.88 in January 2009.

PEF has requested that the proposed tariffs go into effect with the first billing cycle in
January 2009. We have reviewed the proposed tariffs and calculation of the revised base rate
energy charges and they are hereby approved to go into effect with the first billing cycle in
January 2009,

Based on the foregoing, it is

ORDERED by the Florida Public Service Commission that PEF’s request to increase its
base rates by $1,297,979 for the MUR phase of the CR3 Uprate project is hereby approved. It is
further

ORDERED that this approval is subject to true-up and revision based on the final review
of the 2008 MUR phase construction expenditures in the 2009 Nuclear Cost Recovery Clause
proceeding. It is further

ORDERED that PEF’s proposed tariffs and associated charges shall go into effect with
the first billing cycle in January 2009. It is further

ORDERED that if a protest is filed within 21 days of the issuance of the order, this tariff
shall remain in effect, with any revenues held subject to refund, pending resolution of the protest.
It is further

ORDERED that if no timely protest is filed, this docket shall be closed upon the issuance
of a consummating order.

By ORDER of the Florida Public Service Commission this 26th day of November, 2008.

i (14

ANN COLE
Commission Clerk

(SEAL)

ELS
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NOTICE OF FURTHER PROCEEDINGS

The Florida Public Service Commission is required by Section 120.569(1), Florida
Statutes, to notify parties of any administrative hearing or judicial review of Commission orders
that is available under Sections 120.57 or 120.68, Florida Statutes, as well as the procedures and
time limits that apply. This notice should not be construed to mean all requests for an
administrative hearing or judicial review will be granted or result in the relief sought.

Mediation may be available on a case-by-case basis. If mediation is conducted, it does
not affect a substantially interested person's right to a hearing.

The Commission's decision on this tariff is interim in nature and will become final, unless
a person whose substantial interests are affected by the proposed action files a petition for a
formal proceeding, in the form provided by Rule 28-106.201, Florida Administrative Code. This
petition must be received by the Office of Commission Clerk, 2540 Shumard Oak Boulevard,
Tallahassee, Florida 32399-0850, by the close of business on December 17, 2008.

In the absence of such a petition, this Order shall become final and effective upon the
issuance of a Consummating Order.

Any objection or protest filed in this docket before the issuance date of this order is
considered abandoned unless it satisfies the foregoing conditions and is renewed within the
specified protest period.
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ATTACHMENT A
Prograss Energy Florida
MUR - 15t 12 Mionths Revenue Fequiremants
{Dollars in Thousands)
Generation
Lne Separation Ratal
L. Syslem Factor Jurscictonal
1 In-Serice Cate 408
2
3
4 Eloctric Fiant in Swivica (net of joint onwers) 38,965,344 93 75I% $5.030.267
5 Accumsisied Resenve for Dapraction 196.103) $3.753% 90, 700y
€ Fuel Inventory 0
? Working Capils) - income Taxes Payibie {97.354) (80.504)
8 Towsl Annualizad Rate Base $8,374 887 $7.853.583
9
10 Anayalged NO!
11 oM 30
12 Deprecianon Expente 192,206 9I.753% 180,185
3 Peoperty Taxen 96000 93 753% 90,753
14 Payridl Taves & Benefils 0 0
15 ncame Taxes -
46 Qivact Curent & Defemad (110,484} 104, 5200
17 Imptied Intevest {73.223) {68.6419)
12 Toto! Annustred NOJI !sw-.m; @'.m:
19
20
21 Caculation of Revenus Requirement
@ Fuby Adjusied Cost of Capetai (per July 2008 Surveidance) 829% B 59%
23 HOt Requremant {Line & * Line 22) $744.285 3547 791
24 NO! Deficiency (Line 23 Sess Line 18) $B848.585 3765574
25 Net Operating income Mukipler {MFR C-44) 16318 1831%
bl
a7 Roverue Requirement (Line 24 * Line 25) $1,284,467 9 75% 1,297 ,97%
28
Fi
30
M Caiculangn of Toxas on bmpyieg interset
32 Weighted Cout of Dobl Capital (July 2008 Survediance)
33 Long Tam Dctx Finac Rate 2 08% 709%
M Long Tevrn Debi Varisble Raie H.00m 0 0O%
-3 Shoit Tenm Dabt 0.0a% DOYR
» Cusiomar Daposity 9.1a% 0.14%
¥ JOIC G 0% 2.01%
L] 22T% 2.27%
b} e G —
40 Imputed interest (Line 8 * Line 38) $158.820 $117.952
41 income Taxes on kmpuled Inure st at 38.575% (132028 {S58.645)
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ATTACHMENT B
Progress Lnergy Flongs
CRY Uprate - NMUR Cornponsrt
Calculwiien of Bast Race Cnirgy Charges impatt
Lising Comrent 12 CP B 117380 AD Adocation Method
Efective 11209
(1 [74] [&)] (U]
12CP & YAD  CRIUpreMUR  Effective Mwh's Bass Rals
v "] ] & R & Secondery Erergy Factor
Aiocsor 1,297 479 Level Mgt for MUR
Rae Cimns ) $ Your 2000 {cantstwh)
Seslcunie!
R34, RET-1, ASL-1, RBL.2, RSS-1
Secondaty 59 410% L 1A Nt 20,542 747 0.004
G381, G371
Fecondary 1331707
Prirnacy L& 113
Tragitrigoon o 3253
TOTAL O3 TE0% Az 1AL 0.003
Qangrst Jeryice
GS-T  Secondary 0.150% $1.060 b5 E24 0.002
GSD-1, GBOT-1, 3%
Scxandory 13,080,248
Prinary 2,465,506
Traremisson — GEM
TOTAL G&D - 32 124% $436.088 15 555,387 0.003
Curipiiabie
CS-1, C8T-4, £5.2, C5T-2, CB.3, CIT-3, $8-3
Secondaty .
Pronary 143 647
Trrmiswon .
TOTAL CS LE T S Y .00z
interruptihle
59, 1571, 43-2, 1572, 332
Seoondasy 1. 458,420
Primpry AD4. 246
Transmesion 526,858
TOTAL 15 & 590 150,500 2459.52y 2002
L8t Secondwy [RETLY e 361 353 .00
100.000% $1.2975879 40,642 152 000
Notes IR Demand Aatar Fiom CUR Fung A2008
[¢3] Tott MUR Revence Requrenants frem ARscrenent D Line 27
% Projeciad KAN sales 5 sffcctan volage level for 2000 per COR Filng 23108

[0} Calcutated. (Column 2 ¢ Cotumn 3y/10



