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Disclosure No. 2

Subject: Security Costs

Statement of Fact: The Nuclear Regulatory Commission (NRC) issued Order No. EA-02-026,
dated February 25, 2002, requiring electric utilities to implement certain security measures as a
result of the September 11, 2001 attacks.

Progress Energy Florida (formerly Florida Power Corporation) recorded $9,114,435 for security
expenses on its books and records during 2001.

Audit Opinion: A review of the 2001 security expenses revealed that liability claims and
administration costs were recorded as security costs in error. Progress Energy Florida staff agreed
and determined that the security costs should have been $8,192,926. The 2001 security expenses
originally provided to the auditor were overstated by $921,509.

The utility’s base rates were established in its rate case by Order No. PSC-02-0655-AS-EI, issued
May 14, 2002, and were based in part on budgeted security costs of $7,074,068 for 2001. Since the
actual expenditures are greater than budgeted, the $8,192,926 should be used for the base year.

Schedule of Base Year Costs

Actual 2001 Budget 2001
Generation $ 6,750,175
Transmission 6,150
Distribution 1,255
Other 1,435,346
Total $ 8.192.926 $ 7.074.068



