
FLORIDA POWER CORPORATION'S RESPONSE TO 
CITIZENS' THIRD SET OF INTERROGATORIES TO FPC 
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Pursuant to § 350.0611(1), Fla. Stat. (2000),Fla. Admin. Code R. 28-106.206,and Fla. R. 

Civ. P.l.340, Florida Power Corporation ("FPC") responds to Florida's Citizens ("Citizens"), 

Third Set ofInterrogatories and states as follows: 

FPC objects to any interrogatory that calls for information protected by the attomey-

client privilege, the work product doctrine,the accountant-client privilege, the trade secret 

privilege, or any other applicable privilege or protection afforded by law, whether such privilege 

or protection appears at the time the response is first made to these interrogatories or is later 

determined to be applicable based on the discovery of documents, investigation or analysis. FPC 

in no way intends to waive any such privilege or protection. 

In certain circumstances, FPC may determine upon investigation and analysis that 

information responsive to certain interrogatories to which objections are not otherwise asserted 
),;:lP

g� =:;;e confidential and proprietary and should be produced only under an appropriate 

----confidentiality agreement and protective order, if at all. By agreeing to provide such information 

�� ,==:; response to such interrogatory, FPC is not waiving its right to insist upon appropriate 
PAl 

agreement and protective order. FPC 
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hereby asserts its right to require such protection of any and all documents that may qualify for 

protection under the Florida Rules of Civil Procedure and other applicable statutes, rules and 

legal principles. 

FPC objects to these interrogatories and any definitions and instructions that purport to 

expand FPC’s obligations under applicable law. 

FPC objects to these interrogatories to the extent they are intended to require any 

expert/consultant retained by FPC in connection with this proceeding to provide a response, 

except those interrogatories that are expressly permitted to be directed at an expert/consultant as 

set forth in Florida Rule of Civil Procedure 1.280(b)(4). Rule 1.340 permits interrogatories to be 

directed only to parties, and FPC is not obligated to have expertdconsultants respond to 

interrogatories other than those limited interrogatories that are specifically authorized as stated 

above. However, in the spirit of cooperation, FPC will agree at this point to have its 

expertdconsultants provide responses to this set of interrogatories, but preserves its right to 

refuse to continue to do so at any point should it so choose, FPC in no way intends to waive this 

objection. 

FPC objects to the interrogatories to the extent the purport to require FPC to provide 

responses on behalf of Florida Progress Corporation, Progress Energy, Inc., Progress Energy 

Service Company, LLC. FPC does not have an obligation under the rules to respond to 

interrogatories on behalf of these companies, but FPC agrees to do so in any event to expedite 

discovery, w e .  FPC 

reserves the right to decline to respond to any interrogatories that are not pertinent to the issues 

in the case. 

n 
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FPC also objects to these interrogatories to the extent they purport to require FPC to 

prepare information or perform calculations not previously prepared or performed as an attempt 

to expand FPC’s obligations under applicable law. FPC will comply with its obligations under 

the applicable rules of procedure. 

FPC incorporates by reference all of the foregoing general objections into each of its . . 

specific objections set forth below as though pleaded therein. 

In addition, FPC reserves its right to count interrogatories and their sub-parts (as 

permitted under the applicable rules of procedure) in determining whether it is obligated to 

respond to additional interrogatories served by any party. 

SPECIFIC OBJECTIONS 

Instructions 

FPC objects to the first instruction (1) to the extent it purports to expand FPC’s 

obligations under applicable law. FPC will comply with its obligations under applicable rules of 

procedure. 

INTERROGATORIES 

49. (a) 
Florida Power Corporation or subsidiaries. 

Please describe all nonregulated services and/or products provided by 

FPC had no operating subsidiaries in any period under consideration in this proceeding. 

Bulk Power Delivery Engineering Design & Construction 
Engineering and design. 

PCS Tower 
Construct wireless personal communication systems. 

Wireless Communication 
The engineering and design of wireless communications systems. 

BPD Maintenance 
Maintenance of bulk power delivery. 
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E Dist Eng Design. Construct. and Maintenance 
Design and engineering and maintenance of transmission, substation and distribution 
systems. 

Inside Wire Maintenance 
Is a service where Florida Power will provide repair costs up to $500 per year on selected 
residential electrical wiring components. Customers will be able to pay for the service 
with a low monthly charge. Repairs over the $500 limit or repairs not covered under the 
program will be available at discount pricing from the contractor. 

Power Ouality Mass 
This product line includes surge protectors and metertreaters for residential customers. 

Energy Services 
This service provides for the complete turnkey design, building, operating and 
maintenance of building energy systems. For example an entire building would involve a 
contract to supply light, conditioned air and electricity for a flat fee. This product line is 
in the development stage and is not currently offered to customers. 

Power Ouality Consulting 
Consulting services for commercial and industrial customers such as electrical load and 
usage studies, PQ equipment monitoring, assistance with inside PQ problems. 

Infrared Scanning 
Infrared scanning and individualized reporting for commercial and industrial customers. 
Scanning is typically done on electrical panels as a preventative maintenance measure. 

Power Conditioning 
Supply and installation of selected products (backup generation, U P S ,  constant voltage 
supply systems, submetering). Backup generation for customers who cannot tolerate an 
extended outage. UPS system and Constant Voltage Supply systems are for customers 
who cannot stand any power abnormality. Custom submetering is the sale and 
installation of non-utility type electric metering used inside a customer’s facility to 
capture energy usage. 

Inform 
A service where Florida Power provides detailed load and power quality data to the 
customer. FPC installs the necessary equipment for data capture and forwards hardcopy 
reports or posts the data to the DMR website where customers can view via the internet. 

Lightinq 
Design and sale of decorative lighting systems. 

Auuliance Service Plus 
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50. 

Repair and service of appliances, plumbing and electric. This product is in the pilot 
stage. 

Qff-Svstem Power Marketins 
Brokering of power between third parties without the use of regulated generating assets. 

(b) 
operations of Florida Power Corporation . 

Please explain how costs are allocated or charged to the nonregulated 

A ratio between regulated and non-regulated O&M cost (less fuel) is developed to 

determine the amount of A&G to be allocated. The total of O&M regulated is divided by 

the total of O&M non-regulated to determine the ratio. The same is then done for the 

non-regulated portion. 

The ratios for regulated and non-regulated above are then applied to the toal of 

A&G costs from the Service Company. Florida Power above the line O&M is then 

credited for the portion applicable to non-regulated business and the below the line non- 

regulated account 47 1 .OO is charged. Please also see the Cost Allocation Manual 

previously produced. 

Also see response to Citizens First Set of Requests for Production of Documents, 

Question # 1 3. 

(a) 
by cost pool, cost center, or sub account, allocated to Florida Power 
Corporation by each separate affiliate, subsidiary, or division of Progress 
Energy. For each cost pool, cost center, or sub account state the allocation 
method used to allocate the cost. For each cost pool, cost center or sub 
account, provide the numerator and denominator of the cost allocation factor 
used to allocate the cost to Florida Power Corporation and each affiliate 
subsidiary or division of Progress Energy. For each cost pool, cost center or  
sub account, identify the FERC account and name it is associated with. For 
each cost pool, cost center or sub account, provide the total dollars to be 

For each year 2000,2001 and the projected test year, identify all costs, 
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allocated and the amounts allocated to each affiliate, subsidiary, or division 
of Progress Energy. 

FPC objects to this interrogatory subpart as compound and reserves its right to 

count this interrogatory subpart as five (5) separate interrogatories for the purposes of 

determining its obligation to continue to provide responses under the order governing 

procedure in this case. 

FPC directs Citizens to its response to Citizen’s Second Set of Interrogatories 

Question 48 for a summary of Progress Energy Service Company costs charged to 

Florida Power Corporation for 2001 and the projected test year. There were no charges 

from Progress Energy Service Company to Florida Power in 2000 - refer to MFR C-60. 

See the attached worksheets for charges from Carolina Power & Light to Florida 

Power Corporation for 2001 and the projected year. There were no charges from 

Carolina Power & Light to Florida Power Corporation in 2000 - refer to MFR C-60 

Electric Fuels Corporation charges Florida Power Corporation for coal purchases. 

Refer to MFR C-60 for information for 2000 and 2002. The budgeted coal purchases 

from Electric Fuels Corporation in 2001 are $277.9M. 

Third Set 50a CPBL 
Chgs to FPC.. 

r 

(b) 
each affiliate, subsidiary, or division of Progress Energy that is allocated 
costs from Florida Power Corporation. 

Provide information analogous to that provided in response to (a), for 
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FPC objects to this interrogatory subpart as compound and reserves its right to 

count this interrogatory subpart as five (5) separate interrogatories for purposes of 

determining its obligation to continue to provide responses under the order governing 

procedure in this case. 

Florida Power Corporation had no subsidiaries or divisions in any period under . 

consideration in this proceeding. Refer to the attached Utility Service Agreement 

between Florida Power Corporation and Progress Energy Service Company dated 

January 1,2001 and to MFR C-60 for a summary of costs, allocation methods and 

services provided to affiliates. Refer to MFR C-60 for amounts charged to affiliates for 

2000 and the projected test year and to the attached schedule for 2001 amounts. 

Third Set 50b XIS 

(c) 
Corporation to each of its affiliates, subsidiaries and divisions. 

Please describe all services and products provided by Florida Power 

Florida Power Corporation had no subsidiaries or divisions in any period under 

consideration in this proceeding. Refer to the attached Utility Service Agreement 

between Florida Power Corporation and Progress Energy Service Company dated 

January 1,2001, and MFR C-60 for a summary of services and products provided to 

affiliates. 

(d) 
below the line by Florida Power Corporation. 

Identify any costs provided in the response to (a) that are recorded 

STPX533936.0 1 7 



Refer to the FERC account assignment provided in response to (a) to determine 

costs recorded below the line. 

(e) 
below the line on the books of Florida Power Corporation. 

Identify any costs provided in the response to (a) that are recorded 

Refer to the FERC account assignment provided in response to (a) to deteimine 

costs recorded to non-regulated operations. 

( f )  For each cost pool, cost center, or sub account identified in (a), please 
indicate the amount charged to Florida Power Corporation’s nonregulated 
operations. 

Refer to the FERC account assignment provided in response to (a) to determine 

costs recorded to non-regulated operations. 

(g) 
form. 

Please provide the information requested in (a) and (b) in electronic 

FPC will provide electronic copies to the extent they are available as a courtesy. 

51. Please provide a summary description of the services and products sold by each 
affiliate, subsidiary and division of Progress Energy. 

FPC objects to this interrogatory to the extent it includes affiliates, subsidiaries, or 

divisions of Progress Energy, Inc. other than FPC. Without waiving this objection, FPC refers 

Citizens to Progress Energy’s public internet Web site. As for Florida Power Corporation, it is 

an electric utility. Its products and services include the sale of electricity, wheeling and 
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transmission services, rental pole attachments and streetlights, sale of flyash, and remittance 

processing services to third parties. 

See also, FPC’s response to Citizens First Set of Requests for Production of Documents 

Question #13 for a summary of products and services provided by Progress Energy. 

52. Please provide a summary description of the services and products sold by each 
subsidiary and division of Florida Power Corporation. 

FPC had no operating subsidiaries or divisions in any period under consideration in this 

proceeding. For products and services sold by Florida Power Corporation refer to Citizens Third 

Set of Interrogatories to FPC Question #5 1. 

53. For each year 2000,2001 and the projected test year, identify all costs, by cost pool, 
cost center, or sub account, directly charged to Florida Power Corporation by each 
separate affiliate, subsidiary, or division of Progress Energy. For each cost pool, 
cost center, or sub account state the direct charge method used for each cost. For 
each cost pool, cost center or sub account, identify the FERC account and name it is 
associated with. 

FPC objects to interrogatory 53 as compound and reserves its right to count this 

interrogatory as three (3) separate interrogatories for the purposes of determining its obligation to 

continue to provide responses under the order goveming procedure in this case. Without 

waiving this objection, FPC states that Florida Power Corporation does not track direct and 

allocated costs separately unless they are 100% assignable. Refer to Citizens Third Set of 

Interrogatories to FPC Question #50 for a summary of all costs charged to Florida Power by 

Progress Energy. 
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54. (a) Please explain how the carrying charges associated with Progress 
Energy’s corporate land, buildings, and equipment and/or any affiliate, 
subsidiary, or division of Progress Energy which does business with Florida 
Power Corporation are allocated to the Florida Power Corporation’s 
operations. 

FPC is uncertain of what OPC’s means to include in the definition of canying . 
. 

charges. However, the types of charges FPC incurs from Progress Energy are direct 

costs, indirect costs, depreciation, and interest. Progress Telecom Corporation charges 

Florida Power Corporation an equity retum on net assets calculated assuming a 55% 

equity ratio and a 12% retum. Electric Fuels charges Florida Power a 12% return for 

railroad equipment which is recovered through the fuel clause. 

(b) 
amount of carrying charges charged to the Florida Power Corporation by 
any affiliate, subsidiary, or division. 

Provide for the years 2000,2001 and the projected test year the 

FPC is uncertain of what OPC’s means to include in the definition of canying charges. 

However, there were no amounts included in any period under consideration for interest charges 

from Progress Energy. Florida Power Corporation is currently incurring these costs and will 

continue to incur these costs in the future, but there were no amounts included in the 2001 budget 

or the 2002 test year due to an oversight. The amount of charges allocated from Progress 

Telecom to Florida Power Corporation in December 2000 was $916,933. There were no charges 

from Progress Telecom to Florida Power Corporation in the 2001 budget or the 2002 test year 

because they now come through the Service Company. 
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(c) 
carrying charged depicted in (b) are contained. 

Please provide the account name and account number where the 

FPC is uncertain of what OPC’s means to include in the definition of carrying charges. 

However, the amount charged to Florida Power Corporation by Progress Telecom in December.. 

2000 would have been charged to the Information Technology Clearing account (FERC 184.20) 

and would then have been distributed across the functional FERC accounts via the IT charge- 

back mechanism. 

55. For each affiliate, subsidiary or division of Progress Energy, where Florida Power 
Corporation provides services or products to the affiliate, subsidiary, o r  division of 
the Progress Energy, please respond to the following for the years 2000, 2001 and 
the projected test year. 

(a) Please explain how the carrying charges associated with land, buildings, and 
equipment are charged by Florida Power Corporation to the affiliate, 
subsidiary, or division. 

FPC is seeking an extension of time to respond to this interrogatory. 

(b) Provide the amount of carrying charges charged to the affiliate, subsidiary, 
of division. 

FPC is uncertain of what OPC’s means to include in the definition of carrying charges. 

However, the above described charge to Progress Telecom is not separately identified on 

billings. 
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(c) Explain how Florida Power Corporation is compensated for the use of land, 
building, and equipment used by affiliates, subsidiaries, or divisions. 

FPC is seeking an extension of time to respond to this interrogatory 

(d) Please state the amount of revenue recorded on Florida Power Corporation’s 
books and the account number and name in which the revenue is recorded. 

The amount of revenue from Progress Telecom recorded on Florida Power Corporation’s 

books and the account numbers and account names are as follows: 

2000 Account 454 - FiberKable Attachment Fees $0.8M 

Account 454 - Attachment Fees 1.1M 

Account 454 - FiberKable Attachment Fees 0.8M 200 1 

Account 454 - Attachment Fees 1.2M 

Account 454 - FiberKable Attachment Fees 0.8M 2002 

Account 454 - -Attachment Fees 1.4M 

56. Please provide an income statement and balance sheet for each Tier 1 subsidiary of 
the Progress Energy for the year 2000 and for the nine month period ended 
September 30,2001. 

FPC objects to this interrogatory to the extent it includes affiliates, subsidiaries, or 

divisions of Progress Energy, Inc. other than FPC. Without waiving this objection, FPC refers 

Citizens to the SEC’s public internet Web site. The 2000 financial statements are available now 

and the financial statements for the nine-month period ended September 30, 2001 will be filed 

with the and available through the SEC by November 15,2001. Florida Power and the legal 

entity Florida Progress continue to file financial statements with the SEC, along with Progress 
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SENT BY: 11-13- 1 ; 5:07F'M ; CARLTON FIELDS- 850 681 1079;# 2/ 2 

Energy, Tnc. and Carolina Power & Light, because they all still. have outstanding publicly-tradcd 

securiLies. 

FLORIDA POWER CORPORATION 

S' ature 

BEFORf5 ME, thc wdcrsigucd authority, duly authorized to administer oaths, persoilally 
appearedNJ)A&i IQ w\J &S (to ine well known) (who has produced 

who, aner Brsl being duly sworn, deposes and says that he/she executed the abovc'and forcgoing. 
d w as idcntification), on bihalf of Florida Power Corporation, as itsV/ck f%&;hfid< F InJAMWc ' 

SWORN TO and subscribed before me this/%klay of Er~0Ee ,2001. 

(Sigmat we) 

(Printed Namc) 
NOTARY PUBLIC, STATE OF FLof-lbA 

APr2 IL (a, a00 A 
(Commission Expiration Date) 

c F M .  SMWSKI'  

As to thc objcctions: 

James A. McGee 
FLORlDA POWER CORPOfiATION 
Post Office Box 14042 
St. Pctersburg, FL 33733-4042 
Telephonc: (727) 820-5 184 
Facsimile: (727) 820-55 19 

C+xy L. swo 
James Michael Walls 
CAIU,'I'ON FIELDS 
Post Office Box 286 1 
St. Pctersburg, FL 3373 1 
Telephone: (727) 82 1-7000 
Facsimile: (727) 822-3768 
Attorneys Tor Florida Power Corporation 

S'I'P#533'J3h.O 1 13 
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UTILITY SERVICE AGREEMENT 

SERVTCE AGREEMENT 

This Semite Ageemen1 is made and entered into this 1‘‘ day of January, 2001, by and 
between Progress Energy Scrvice Co~npmy (“Clicrit Company”) and FloricL Power Corporation 
(‘Utility Company”). 

W I TN ES SH’H 

WKEREAS, thc Securities and Exchange Commission (“SEC”), pursuat to Section 13@) of 
the Public UtiLity Holdhg Colupauy Act of 1935 (“Act”) has authorized Utility Company td provide 
ccrhizn scrviccs to its associate companies within thc Progcss Energy, 1.c .  (‘’Progress Encrgy’’) 
system; and 

WEREAS, Client Comp‘my is i14 associate compcmy within the Progrcss Energy system; 
and 

WHEREAS, Utility Company and Client Company have entered into this Scrvice Agreement 
whereby Utility Company agrees to provide and Client Company agrees to accept and pay for u ~ o u s  
services as providcd herein at cost, with cost determincd in accordance with applicable rules ‘and 
regulations under the Act, whch require Utility Company to f&ly and equitably allocate costs among 
all associate companies to which it renders services (collectively, the “Clicnt Companies”), including 
CIient Compauy. 

NOW TKEKEFOIU3, in consideration u€ Lhe premises and the muLual ageamwls I m e h  
contained., the parties to this Servicc Agreemmt covenant aud agree as fbIlows: 

ARTICLE 1 - SERVlCES 

Sedion 1-1 Utility Company s1d.l f b i ~ s h  10 Client Company, its requested by Client 
Company, upon the terms and conditions hereinafter set forth, such of the services described in 
Appendix A hereto, at such ti”,  for such pariods and in such m,znner as Client Company may from 
t imc to t ime  request and that TJtility Compariy concludcs it is able to pcrform. Utility Company shall 
also provide Client Company with such special services, in addition to thosc scrvices described in 
Appendix A hereto, as may be requested by Client Company and that Utility Company concludes it is 
able to perform. In supplying such services, Utility Company may arrange, where it dcems 
appropriate, for the seivices of such cxperls, wnsultrrnth, advisers, arid other persons with necessary 
qualifications as arc rcquGcd for or pmtinent to the provision of 
such services. 
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Scction 1.2 Client Coinpany shall k k e  &om UtlLity Company such of the services described 
in Section 1. I ,  and S I J C ~  a.dditiona1 gencrd or special semices, whether or not now contemplated, as 
a e  requested fiom time to hme by Client Compmy ,and that LhiLity Company conclirdes it is able to 
perform. 

Section 1.3 The cost o €  the services described heroin or contemplated to be performed 
hereundcr shall be directly assigned, distributed or docatcd by activity, project, program, work orclcr 
or other appropriate basis. Client Company shall have the right from time to time to-mend or alter 
any activity, project, program or work order provided that (i) any such amendment or alteration that 
results in a material c h g c  in the scope ofthe senices to be performed or equipment to be provided 
is agreed to by Utility Company, (i.i) the cost for the services covered by the activity, project, program 
ur woi-lc order shall indude m y  expcnse incurred by Utility Company as a direct result of such 
amendmcut or altcration of the activity, project, program or work order, and (iii) no amendment or 
alteration of an activity, project, program OT work order shall release Climt Company fiom liability 
for d1 costs already incurrcd by or contracted for by Utiljty Company pursuant to thc activity, project, 
prognm nr work order, regardless of whether the sertrices associated with such costs havc bcen 
completed. 

Section 1.4 TJtility Company shall use its best c~fforts to maintain a s t a f f  trained and 
experienced in the services described in Appcncliw A. 

ARTICLE II - COMPENSATION 

Section 2.1 As compensation for the sa-vices t o  be rendered hereunder, Client Company shall 
pay tu Ulilify Compay all costs, which reasoaably can be identified and related to particular services 
performed by Utility Company Cor or on its bchatf. The methods for assigning or allocating Utility 
Company costs to Client Company, as wall as to ottw associate conipanics, are set: forth in Appendix 
A. 

1 

Section 2.2 It is the intent of this Service &cement that charges f i r  services sboll be 
distributcd among Client Companies, to thc extent reasonably possible, based upon direct a s s i p c n t .  
The mounts remaining &er direct assignment shall bc allocated, to the extent rcasonably possible, 
among the Client Companies using the methods identified in Appendix A. The method of assignment 
or allocation o f  cost shall be subject to review annually, or more frcqucntly if appropriate. Such 
method ol' assignment or allocation of costs may be modified or changed by the Utility Company 
Without the nwessity of an ammdment to this Service Agreement; provided that, in each inst'mce, d 
services rendered hereunder shall bc at actual cost thereof, fairly and equitably msigncd or allocated, 
all in xcordancc with the requirements of the Act and my orders promulgated thaeuuder. The 
Utility Curripany shall review with the Client Company m y  Ijroposed material change in lhe method 
of assig-mcnt or allocation of costs herewdar and Lhe parties must agree IO m y  such changes before 
they m e  implemcnted. In addition, no such agreed upon material chauge sliall be ma& unlc.ss and 
~lntil the Utility Conipany shall have first given written notice to the North Caroha Utilitics 
Commission, the Public Scrvice Commission of South Carolina, md the Florida Public Service 
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Coinmission (collectively, the “Shte .C~o”issioris”) Llnd the SEC not less thew 60 days prior to the 
proposcd effecti VL: dale therm 1: 

Section 2.3 Utility Company sliall reuda. a morilhly report to Client Company that shall 
reflect the idomation necessary to identify thc costs charged ibr that month. Client Company shall 
remit to Utility Company all charges billed Lo it within 30 days of rcccipt ofthe monthly report. 

Section 2.4 It is the intent of this Servicc Agreement that the payment for semiccs-r&dered 
by Uhlity Company to Client Company under this Service Agreement shall cover all t h e  costs of its 
doing business including, but n.ot limited to, salaries and wdges, office supplics and expenses, outside 
services rmiployed, property insurance, ;Ij uries and damages, employee pensions arid benefits, 
miscellaneous general expenscs, rent5, mahtanance of s’tructnres m d  equipm.ent, depreciation and 
amortizati.on, and compensalion for use of’ capital as permitted by Rule 91 of the SEC’s regulations 
under the Act. 

Section 2.5 North and South Carolina Util.ity Companies may not lllcur a charge under this 
Scrvica Agreement c x w p t ’ h  accordance with North and South Catoha  law and the rules, 
regulations and orders of thc Noith Carolha Ulililies Commission (‘‘NCtJC’) aad South Carolina 
Public Service Commission (“SCTSC”) promulgated tha-eund.er, mid may not seek to reflect in rates: 
my cost incurred under ths Service hgreemcnt cxcccding the mount alIowed by the NCUC or 
SCPSC; or m y  revmuc level e m e d  under this Service Agreement lcss than the amount itliputcd by 
the NCUC or S(:PSC. 

Section 2-6 Florida Utility Compaoics may not incw a charge iiuder this Service Agreement 
except in accordance wdh Florida law and thc rules, regulations and orders of the Florida Public 
Servicc Commission (“FPSC”) promulgated thereunder, and may not seek to retlect in rates: any cost 
incurred undcr this Service Agreement excecding the amount dowed by the  FPSC; or any revenue 
levcl carried under this SLwice Agreement lass than the “nount imputed by the FPSC. 

ARTICLE IIT - TERM 
.A 

Sectioii 3.1 This Smice  AgrcEmenl shall becomc efh l ive  as of t hc  date first written above, 
subjcct only to the receipt of  any required roguulalory approvals from the State Commissions and the 
SEC, and s h d  continue in forcc ~tn t i l  ternrinatcd by Utility Comprir~y or Client Company, upon not 
less than one year’s prior Written notice to the 0th party. “lris Service Agreemeut shall also be 
subject to termination or modification at any h i e ,  without notice, if and io the extcnt pmlormmcc 
under this Scrvice Agreement may cnnflict with the Act or with my mle, regulation or ordcr ofthe 
SEC adapted before or after the date of this Senice Agreement. 

; 

Scction 4.1 All ac~uur~Ls and records orutility Company shall be kept in accordance with thc 
general rules mid regulations promulgated by the Federal Energy Regulatory Commission. 

Section 4.2 New direct or indirect subsidiaries of Progress Energy, which may come into 
existence ‘after the effectivc data of this Service Agreement, may become additional client companies 
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of Utility Cornpuay and subject to a service ngrecmcnt with TJtility Company. Thc parties hereto 
slid1 make such chllriges in h e  scupe and charuclar of the scrvices to be rendered md thc method of 
assigning, distributing or allocatiug c;osls of such services as specified in Appendix A, subject to thc 
requirem.ents of Secpon 2.2, as inay becoinc necessuy to whjeve a fair and equitable assignmwlt, 
distribution, or allocation ofutility Coxnpmy costs m u n g  all associate companies including thc n.ew 
subsidi an es . 

Section 4.3 UtiIity Company shall pezmit Client Cumpmy access to its accounts and records 
including the basis and r;omputation of allocations. 

Section 4.4 Utility Company and each Clicnt Compqmy sl-tall comply with the terms iind 
conditions o f  all applicable contracts managed by the Utility Company for such Clicnt Coinpsmics, 
including Without b i t a t ion  terms and conditions prcsaving h c  coufidentiality and security of 
propnetcay information ol'vmdors. 

IN WITNESS WHEREOF, the parties hereto have caused this Servicc Agrement to be 
executed as of thc dale and yeas first above w ri LLen. 

FLORIDA POWER CORPORATION 

- 
BY: - 
Name; H. Wil l i"~ Habemeyer,, Jr.f I 
Title: President and Chief E x e c u t i w  

PROGRESS ENERGY SERVICE COMPANY, 6,LC 

BY: R M ( 3 W L  
" I e :  Robert B. McGehee 
Title: President and Chief Executive Officer 
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Appendix A 

DESCRWI’ION OF SXERVTCES T O  BE PROVlDED BY UTILITY COWAiyy AiiD 
DETRJUIWATTON OF CEIAKGES FOR SUCH SERVICES TO TEE 

CLIENT COMPANlES 

to 
Service Agreement, dated January 1,2001 

ARTICLE I 

DETERMINATION AND DTS’rR[BUTION 0 . F  COSTS 

All disbursements and expemcs o f  the Utility Company for services performed for the Client 
Companies will be billed lo swh Clicnt Companies. The Utility Company will mJintain a work 
order (‘project’’) systcm for accumulating dl tiosb on m activity, product, project or hmctional 
basis, as appropriate. All employees, including officers, of the Utility Company shall keep t ime 
records which permit ready identification of hours worked, czccount numbcrs charged arid project 
numbers charged, within reasonable cost benefit stmdards, Each product andor project will 
specify the Clicnt Company to be charged and, where mote than one Client Company i5 to be 
charged, Lhe method of allocatioo of such charges. A dcscripliou of the sewices provided is 
detailed bclow. Identifiable costs will be directly assigned to Client Companies, where 
appropriate. Costs n a y  include, where allowable, a return on capital. For costs which are for 
services ofa  general natue firit cannot be diroctly assigned, the method of allocation is 
described below for each scrvice provided. 

t 
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ARTICLE LI 

UEFINJTIONS 

Direct aud Indirect Costs - Services can entail incurring both direct and incljirect costs. 
Dire&: Direct costs can be specitically identified with providing a particular service or 
product to a Cliont Company Elnploycc labor charged directly to Client Companies will be 
burdened with payroll tax, benefit and exceptional hours overbead costs. Exceptional hours 
costs includc hous  spent on non-work related xtivitics such as: vacation, holiday; sick, other 
hours excused, hours off without pay and occupational accident hom.  Labor burdens on 
dii-cct labor costs will be classified as direct costs. Direct costs will be charged whenever 
possible. For excampic, labor charges for a Utility Company employec to pafonn 
construction services Ibr a Client Company will be c l a s s ~ e d  as a direct cost. 
Indirect: Indirect costs cmuot be spcci lically identificd with providing a particular service 
or product lo a Client Cumpmy. Employee labor allocated to Client Companies wili be 
burdened with payroll lax, bmefit and exceptional horm overhead costs. Labor burdens on 
iridircct labor costs will be classifid as indirect costs. Indirect costs will be allocated usmg r?. 

fair and reasonable pcrccntiige basis. For example, labor charges for a Utility Company 
employee to perform nuclaur generation benchmuking services for. Client Companies will be 
rillocated based on maximum dependable cappcity (scc dcfinition at Article m> aud classified 
as w indirect cost. 

2 
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The hilowing ratios and other allocation mehics shall be applied, as spccifitd ki Article IV, to  
aljocatc: costs accumulaled on fimctional work orders for services of 'cl general nature. 

Berleilts Butden 
A ratio, the numerator o C which is the employee benefits expenses of each Client Company and 
Lhe denomhator ofwhich is the raw labor dollars ofcach Client Company. Each Client 
Company will have its own beiielils burden p o d  of dollars to be distributed to that Client 
Company's labor dollars, so this burden rale could vaty by Client Compmy. These burden pools 
will be analyzed quarterly, based on year-end projcctcd figures M of Much 31, June 30, 
September 30 'md December 3 1,  to determine if (1) the bLirden ratcs should be rovised or if (2)  
an adjusting entry should be made to ensurc that the poof clcm out completely by ycar cnd. 

Direct Cost Ratio 
A ratio, (i) the numerator of which i s  the cost of materials, supplies or other relevant direct cost 
incuimd by the provider entity's Functional =ea, directly relaled to providing a pa;rti,cular service, 
and {ii) thc denominator 0.6 which is Me total cost 'of materials, supplies or OUIW relevant direct 
cost incurred by that fwctional area directly relntcd to providing. that service tu all Client 
Companies. Tlis ratio will bc revised monthly, or if not avaitable on a inonlhly basis, based 
upon prior year actual experience. 

Labor Hour Ratio 
A ratio, (i) thc numerator of which is thc cost of labor (in ho~n-s) hcumcl  by the provider entity's 
functional area, directly related to  providing n particular scmicc, and (ii) thc denominator of 
which is  the totd cosL of labor (in hours) incurred by that FLmctioaal area directly rclatcd to 
pxovihg that service to all Client Companies. This ratio wit1 be revised monthly, or if not 
available on a monthly basis, based upon prior year actual experience. 

Payroll Headcount Ratio 
A ratio, h e  numerator of which is the number of regular, full-time active employees of a Client 
Company for whom paychecks arc pnxessed by the Utilily Company, aid the dcnominator of 
which is total number ofregda' ,  fidl-time active cmployees of all Client Cornpanics Ibr whom 
paychecks are processed. 'This ratio will be rcvised annudly at December 3 1. 

3 
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ARTXCX,E X’V 

,DESCRI‘PTlON OF SERVICES PROVIDED 

A general descnFhon of each Utility Compmy department’s services, which may be niodiFied 
@om t h e  to t h e  by the Utitity Company without notice, arid method or methods of allocation to 
be uscd by the department for costs accumulated on work orders ol‘ u general aature, is 
documented below. No substttuhon or material change will be made in mcthods of allocation 
hereinaftcr specified unless a new method of allocation has been approved by the Securities and 
Exchange Collulission (“SEC:”). Notice of any change in the methods of allocation appljcalile to 
n work order shall  be given to the Client Companies aKecied. 

1 .  Information Technology 

a Information ‘I’echnolo~~ Servi~es 
( I >  Description - Provide telacom suppofi, app1ir;ations prog-ranming and analysis xnd 

strtfi:TT help dcslc 
(2) Method of hllucation .’ Direct Cost 

2. Florida Support Services 

a. Legal Ytrvices 
(1) Dcscnptioa - Provide legal servicas and support in certain matters related to company 

(2) Method of Allocalion - Direct Cosfiabor Hour Ratio 
operations and rclations for consolid~dcd or Seivice Company. 

b. Claims 
(1) Description - Provides investigation and settlement support and payment of general 

liability and motor vehcle accidents and coordinate the collection ofmonies owed for 
dmagc to fhcibties and equipment as a result of thrd party negligence. 

(2) Method of Allotation - Direct CostLabor Hour Ratio 

c, IntemdAudit 
( I ) Description - Provide an independent &d objective appraisal o€ the adequacy of  

(2) Mekhod of Nlocation - Dirsct Cost/L;rbor Hour Ratio 
business controls and eKectivcness and efficiency of company operations. 

d. Insurance 
(I) Dcsciption - Property, liability and fiduciary bsurmcc: premiums. 
(2) Method of Allocation - Direct Cust/[,abor Hour R h o  

e. Tu Administration 
(1) Description - Conduct tijx planning *and prepare returns 
(2) Method of Allocation - Direct Cost/Labor Hour Ratio 

4 
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(1) Description hdcpcndmtly measure m d  report corpmute risk exposures and providc 
r i s k  mmagement kamuig, tools, controls md stratcgies; m a a g e  the corporate 
insurance pro gram 

(2) Il.lethod of Allocation - Direct Cost/I.,abot Eou Ratio 

g. Cash Management 
(1) Description Manage the eficient movc"t of company funds through the b;mking 

(2) Method of Allocation - Direct Cost/Labor Hour h h o  
system and secures short-term dcbt frnmcing andlor investments. 

h. Executive Benefits Management 
( I )  Description - Admnister health, welfue, quilldied plms & cxccutive benefits. 
(2) Method of AUoca15on - Dirutit ChsCabor H w r  Rltlio 

i. Pay011 
(1) Description - Conduct time entry, maintain payroll system, mi payroll, produce 

(2) Method ol' Allocation - Direct CostPayroll Headcount Ratio 
payco1I-rela.ted reports and process employee expense reports. 

93322 
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