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Please find enclosed an original and seven copies of Florida Power Corporation’s Late
Filed Exhibit No. 12, to be entered in the above docket. Kindly date stamp the extra copy and

return it to the undersigned in the self-addressed stamped envelope provided.

Please contact me at 202-986-8053 should you have any questions.
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Attorney for Florida Power Corporation
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Potential Financial Vulnerability Due to FERC Sanctions
Proposed In the Memorandum of September 26, 2001, Exhibit No. 5

FERC Chairman Wood's September 26, 2001 memorandum identifies three FERC responses to a
utility's failure to join an RTO within the appropriate time period: (1) FERC will revoke the
authority of the utility and its corporate affiliates to engage in wholesale sales of electricity at
market based rates; (2) FERC will not approve any Section 203 application for merger involving
that utility; and (3) FERC will take a "hard look" at the transmission rates that the utility is
permitted to charge "to ensure that they are just and reasonable and recognize the
interdependence of the power grid." The financial vulnerability associated with each of these
courses of action is discussed below:

1. Market-based Sales

The FERC has authorized FPC to engage in wholesale sales of electricity at market based rates
outside of peninsular Florida. FPC's revenues from short-term sales of electricity at wholesale
made under its market based rate authority for the three year period from July 1, 1998 to June 30,
2001 as reported to the FERC totaled $53.9 million. In circumstances where FPC resources are
utilized, FPC credits a major portion of these revenues to its retail ratepayers. Thus, the loss of
revenues associated with wholesale sales could lead to an increase in retail rates.

While it is difficult to predict with any real certainty what level of cost-based rates would be
approved by FERC as a substitute for existing market based rates, based on a preliminary
analysis, FPC and its affiliates could expect revenues to be reduced.

2. Merger Approval

FPC has no pending applications for Section 203 approval and cannot quantify the effect, if any,
the loss of the ability to seek Section 203 approval of a transaction would mean in the future.
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3, Transmission Rates

Chairman Wood's memorandum suggests that entities not participating in RTOs by the FERC's
deadline will face the prospect of having their wholesale transmission rates subjected to scrutiny
in a rate case proceeding and may face a reduction in the FERC-approved rate of return for their
transmission assets. While impossible to quantify at this point in time, the reduction in the
approved rates certainly could have a negative impact on FPC's wholesale revenues, its ability to
attract investment and the value of the Company to its shareholders, which could in tum have a
detrimental effect on FPC's retail ratepayers.

Henry L. Southwick

Manager, Regional Transmission Organization Development
Florida Power Corporation

P.O. Box 14042

St. Petersburg, Florida 33733



CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true copy of the foregoing Late Filed Exhibit No. 12, filed
on behalf of Florida Power Corporation has been furnished by overnight delivery (*) or U. S.
Mail on this 11™ day of October, 2001 to the following:

Cochran Keating*

Robert V. Elias

Division of Legal Services

Florida Public Service Commission
2540 Shumard Oak Blvd., Room 370
Tallahassee, FL 32399-0850

J. Roger Howe

Office of Public Counsel

111 West Madison Street, Room 812
Tallahassee, FL 32399-1400

John McWhirter, Jr.

Florida Industrial Power Users Group
McWhirter, Reeves, McGlothlin, Davidson,
Decker, Kaufman, Arnold & Steen, P.A.
400 North Tampa St., Suite 2450 (33602)

Tampa, FL 33601-3350

Joseph McGlothlin

Vicki Gordon Kaufman

McWhirter, Reeves, McGlothlin, Davidson,
Decker, Kaufman, Arnold & Steen, P.A.

117 South Gadsden Street

Tallahassee, FL 32301

Jon C. Moyle, Jr.

Cathy M. Sellers

Dan Doorakian

Moyle, Flanigan, Katz, Raymond
& Sheehan, P.A.

118 North Gadsden Street

Tallahassee, FL 32301

Diane K. Kiesling
Leslie Paugh

Landers & Parsons, P.A.
310 W. College Avenue
Tallahassee, FL 32301



William L. Bryant, Jr.

Natalie B. Futch

Katz, Kutter, Haigler, Alderman,
Bryant & Yon

106 East College Avenue, 12" Floor

Tallahassee, FL 32301

Michael Twomey, Esq.
Post Office Box 5256
Tallahassee, FL 32314-5256

Thomas A. Cloud

Dynegy Midstream Services, L.P.

Gray, Harris & Robinson

301 E. Pines Street, Suite 1400 (32801)
Post Office Box 3068

Orlando, FL 32802-3068

Frederick M. Bryant

Florida Municipal Power Agency
2061-2 Delta Way

Tallahassee, FL. 32303

Matthew M. Childs, P.A.
Steel Hector & Davis

215 South Monroe, Suite 601
Tallahassee, FL 32301-1804

James A. McGee

Senior Counsel

Florida Power Corporation

One Progress Plaza — Suite 1500 (33701)
Post Office Box 14042

St. Petersburg, FL 33733

Mark F. Sundback

Kenneth L. Wiseman

Andrews & Kurth L.L.P.

1701 Pennsylvania Avenue, N.W.
Suite 300

Washington, D.C. 20006

Harry W. Long, Jr.
Tampa Electric Company
Post Office Box 111
Tampa, FL 33601



Robert C. Williams, P.E.
Director of Engineering

Florida Municipal Power Agency
8553 Commodity Circle
Orlando, FL 32819-9002

Paul Lewis, Jr.

Florida Power Corporation

106 East College Avenue, Suite 800
Tallahassee, FL. 32301

Lee L. Willis

James D. Beasley
Ausley Law Firm

Post Office Box 391
Tallahassee, FL 32302

N. Wes Strickland

Foley & Lardner

Seminole Electric Cooperative, Inc.
106 East College Avenue, Suite 900
Tallahassee, FL 32301-1514

Peter Antonacci

Gray, Harris & Robinson, P.A.
225 South Adams Street
Tallahassee, FL 32301

Seann Frazier
Greenberg Traurig

101 E. College Avenue
Tallahassee, FL 32301

Daniel Frank

Sutherland, Asbill & Brennan
1275 Pennsylvania Avenue NW
Washington, DC 20004-2415
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