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In re: Petition for rate increase by Progress Energy Florida, Inc.
Docket No. 090079-EI

DIRECT TESTIMONY OF PETER TOOMEY

INTRODUCTION AND PURPOSE.
Please state your name and business address.

My name is Peter Toomey. My business address is 299 First Avenue North,

St. Petersburg, Florida, (33701).

What is your position with Progress Energy Florida?

| am the Vice President of Finance of Progress Energy Florida, Inc. (“PEF” or

the “Company”).

What are the duties and responsibilities of your position with the
Company?

My duties and responsibilities with the Company include strategic planning,
financial planning and forecasting, business planning, budgeting, cost

management, management accounting, and key performance manageme’nt.

Please describe your educational background and professional

experience?

| received a Bachelor of Science degree in Economics from Florida State

University and an MBA from the University of South Florida; | also completed
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the Advanced Management Program at the Fuqua School of Business at Duke
University. | joined PEF in my current capacity at the end of 2007. Prior to
that, | was employed by Allegheny Power, a utility with operations in four Mid-
Atlantic States, since September 2003. | was named the Executive Director of
Customer Service in January 2007; | was previously the Director of Rates from
March 2005; and prior to that | was the Director of Finance for the regulated
utilities. My areas of responsibility included Rates, the Customer Service
Center, Customer Relations, and Electric Supply. My other utility industry
experience was from 1984 to 2000, when | was employed by PEF or one of its
affiliates. During that time | held the titles of Vice President of Corporate
Development from 1997 to 2000, Director of Strategic Planning and Business
Improvement from 1995 to 1997, Director of Strategic Analysis from 1992 to
1995, and Assistant Treasurer of an unregulated subsidiary from 1989 to 1991.
| have provided testimony to the Public Service Commissions of West Virginia,

Ohio, and Maryland.

What is the purpose of your testimony?

| will describe the base rate increase that the Company is requesting in this
proceeding and generally explain why the Company needs this increase at this
time. | will further explain the Company's efforts to mitigate this increase by
reducing or maintaining our cost levels while at the same time continuing to
provide our customers with safe, reliable electric service. Importantly, as |

explain too, this requested base rate increase follows a period of almost a
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decade where PEF reduced its base rates and absorbed the cost of an entire
additional generation plant, subject only to upward adjustments to pay for two
additional generation plants, despite steadily increasing inflation and the
resulting upward pressure on our cost of providing electric service.

| will describe PEF’s Budget & Financial Forecast Process to explain how
the Company determined that this base rate increase was necessary to
continue to provide customers safe, reliable electric service. This Process was
used to develop the Company’s detailed “per books” income statement and
balance sheet information for 2009 and the 2010 test year. | will present the
key assumptions for, and the key components of, the Company’s 2009 and
2010 budgets, income statements, and balance sheets.

I will also describe the procedures the Company uses to monitor and
control its Operation and Maintenance (“O&M") and Construction budgets. |
will explain how the Company’s 2009 and 2010 budgets and resulting financial
data were used to develop the Company’s Minimum Filing Requirements
("MFRs”). | will explain why 2010 is the appropriate test year and | will describe
the Company’s rate-making adjustments to per books net operating income
(“NOI") and rate base. In this process, | will explain how the NOI, rate base,
and capital structure were developed. | will also discuss taxes other than
income and income taxes.

| will further introduce and generally explain the reports the Company
prepared that are being filing in this rate proceeding. These include the

Company’s Depreciation Study, Fossil Dismantlement Study, Nuclear
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Decommissioning Study, and Storm Damage Reserve Study. Mr. Earl
Robinson with AUS Consultants prepared the Company’s Depreciation Study
and is filing testimony in this proceeding to support that Study. Similarly, Mr.
Steven P. Harris with ABS Consulting was retained to prepare a Storm
Damage Reserve Study and is filing testimony in support of that Study. The
2008 Fossil Dismantlement Study and Nuclear Decommissioning Study were
prepared by Mr. Jeff Kopp with Burns and McDonnell and Mr. William A.
Cloutier, Jr. with TLG Services, Inc., respectively. Mr. David Sorrick is co-
sponsoring the Fossil Dismantlement Study, specifically section 7, and Mr. Dale
Young is co-sponsoring the Nuclear Decommissioning Study. | am a co-
sponsor of these Studies. Specifically, with respect to the Fossil
Dismantlement Study, | am sponsoring sections 1 through 6.

Finally, | will explain the Florida Public Service Commission’s (the
“Commission” or the “PSC”) benchmarking policy for O&M expenses and the
resulting Commission O&M benchmarking test. | will generally explain how the
Company fares under the O&M benchmarking test and whether that test is in

fact appropriate to use in this proceeding.

Do you have any exhibits to your testimony?
Yes, | prepared or supervised the preparation of the following exhibits to my
direct testimony:

Exhibit No. ___ (PT-1), a list of the MFRs | sponsor or co-sponsor in this rate

proceeding;
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o Exhibit No.___ (PT-2), a summary table of the Company’'s 2010 test year
results; |

. Exhibit No. ___ (PT-3), a summary of the revenue requirements associated
with the Bartow Repowering project;

. Exhibit No. ___ (PT-4), a summary of the revenue requirements associated
with the Steam Generator replacement project at the Crystal River nuclear
facility;

. Exhibit No. ___ (PT-5), the calculation of the revenue requirements for Interim
Rate Relief;

. Exhibit No. __ (PT-6), PEF’s key assumptions for its 2009 and 2010 Budget
& Financial Process;

o Exhibit No. ___ (PT-7), PEF's O&M and construction budgets by functional

area,

Exhibit No. ____ (PT-8), an analysis of O&M expenses compared to the

Commission’s O&M benchmark test;

Exhibit No. ___ (PT-9), a detailed calculation of the impact of the change in

depreciation rates;

Exhibit No. ____ (PT-10), the 2008 Fossil Dismantlement Study; and
. Exhibit No. . (PT-11), a reconciliation of the capitall structure to rate base.

These exhibits are true and accurate.

Q. Do you sponsor any schedules in the Company’s MFRs?

14228709.2 6
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Yes. | will sponsor or co-sponsor the MFR schedules listed in Exhibit No. __
(PT-1). These schedules are true and accurate, subject to their being adjusted

in this proceeding.

What are the time periods covered by the MFRs that you will address in
your testimony?

The MFR schedules provide financial data and other information for three
annual periods: The “test year” is the forecasted calendar year 2010 and is
based on the results of PEF’'s 2010 budget process; the “prior year” is a
calendar year 2009 and is based on the results of PEF’s 2009 budget process;
and the “historic year” is calendar year 2008 and is based on actual data from
the Company’s books and records. Certain MFR schedules also encompass
additional periods such as, for example, 25 years of historic weather data to

support “normal” weather figures used in the test year.

OVERVIEW OF THE COMPANY’S BASE RATE NEEDS.

What are the Company’s test year revenue requirements?

The Company’s 2010 test year produces net operating income for the retail
jurisdiction of $268.5 million and a retail rate base of $6,238.6 million. The
return requirement using a weighted average cost of capital of 9.2 percent,
which includes a rate of return on common equity of 12.54 percent, is $574.6
million. This produces a net operating income deficiency of $306 million which

results in a revenue deficiency of $499.9 million as reflected on MFR Schedule
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A-1. This is the base rate increase PEF requests in this proceeding. A
summary of the 2010 test year results is contained in Exhibit No. ___ (PT-2) to

my testimony.

What are the primary drivers of this revenue deficiency?

The primary drivers of the revenue deficiency are $130 million for the Bartow
Repowering Project, $48 million for the CR3 Steam Generator replacement
project, $170 million for the impact of the economy on sales, $34 million for
increased Pension Expense, and $41 million for increases in depreciation, in
addition to our on-going capital and O&M expenditures to meet federal and
state reliability initiatives and continue to provide our customers with the
reliable, efficient electric service they demand. Detailed calculations of the
revenue requirements for the Bartow Repowering project and the CR3 Steam
Generator replacement project are provided in Exhibits Nos. __ (PT-3) and
____(PT-4) to my testimony.

In sum, our 2010 test year revenue requirements are reasonable and
necessary to provide our customers with reliable power to meet their energy
needs consistent with federal and state energy policies. The Bartow
Repowering project satisfies our obligation to meet customers’ needs for power
while fulfilling state energy efficiency policies. Similarly, the CR3 Steam
Generator replacement project will enable the Company to continue to provide
customers energy from the lowest cost fuel source available to the Company

while ensuring the Company maintains a diverse fuel mix consistent with state
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energy goals. Other capital and O&M expenditures will ensure we continue to
reliably provide power to our customers by meeting federal regulatory reliability
requirements and state legislative and regulatory storm hardening initiatives.
These expenditures, the need for them, and their related benefits are explained
in more detail by the Company’s other witnesses in this proceeding.

The necessity of these capital and O&M investments in the Company’s
system for our customers’ benefit is not diminished by the economic
circumstances the Company and its customers face. Simply put, we are
serving more customers today and they place more demands on our system
than they did four years ago, but sales are not keeping up with the cost to meet
their demands, and the financial crises that led to volatile, constrained capital
markets directly impact our ability to cost-effectively meet their demands for
reliable power. The economic circumstances, therefore, enhance the need for
this rate increase to ensure that the Company recovers its required investment
and remains financially sound to provide the reliable power our customers
demand throughout oulr capital expenditure program to bring new nuclear
generation, improved transmission and distribution reliability, and enhanced
electric service to our customers. The Company needs the base rate increase
it requests to fulfill our obligation to reliably and efficiently serve our customers

and achieve the energy policy goals that have been set before us.

Is the Company also seeking interim rate relief?
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Yes. PEF requests interim relief of $13.1 million as shown on Exhibit No.
(PT-5) to my testimony, based upon the historic twelve-month period ending
December 31, 2008, which upon Commission approval will become effective
with the first billing cycle for July 2009 and result in a percent increase of 1.70
of the monthly billed base rate revenues. This amount was calculated in
accordance with Section 366.071(5), Florida Statutes, and represents the
additional revenues required to achieve a 10 percent return on equity for
calendar year 2008. The 10 percent return on equity was established as the
earnings floor in the Stipulation and Settlement approved by the Commission in
Order No. PSC-05-0945-S-El in Docket No. 050078-El. | sponsor the
Company’'s MFR schedules supporting its request for interim rate relief
contained in the MFR volume entitled Section G — Interim Schedules.

The Company is projecting its 2009 return on equity to be below 7
percent. Accordingly, PEF needs this interim relief, and PEF further needs the
limited base rate relief in 2009 requested in its limited proceeding petition, and
the accounting and cost adjustments requested in its petition for approval of the
deferral of pension expenses and the ability to charge storm hardening initiative
expenses to the storm damage reserve, in order to move closer to the 10
percent return on equity floor for 2009 set forth in the Stipulation and
Settlement approved by the Commission. Also, the interim tariff sheets are the
same tariff sheets for PEF’s requested limited proceeding base rate relief
because, if the limited proceeding petition is granted by the Commission, the

adjustments to rates to include the limited proceeding and interim relief revenue

10
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requirements can be accomplished at the same time, thus, eliminating the need

for separate base rate adjustments to customer bills.

Please explain why 2010 is the appropriate test year for this base rate
proceeding.

The 2010 test year represents the financial and business operations of the
Company during the period when new rates will be in effect. The Bartow
Repowering project will go into service in June 2009 and the CR3 Steam
Generator replacement project will go into service in December 2009, thus,
2010 represents the first full year both projects will be in-service. The revenue
requirements for these projects, as | explained previously, are among the
primary reasons for the 2010 revenue deficiency. Additionally, transmission
and distribution expansion and/or reliability projects enter service in 2010. With
these capital investments, and our on-going O&M requirements to provide
customers reliable, efficient electric service, the Company’s 2010 test year rate
base, net operating income, and capital structure more reasonably reflect than
any other year the Company’s expected operations during the period the
approved rates will be in effect. Further, the Company’s use of the projected
2010 test year to set rates is consistent with the Commission’s long-standing

practice to approve projected test years.

Was a base rate increase at this time avoidable?

11




10
11
12
13
14
15
16
17
18
19
20
21
22

23

14228709.2

No, it was not. First, the Company has not had a general base rate increase
since 1993. Instead, PEF lowered its base rates beginning in 2002, and kept
them at that level through 2007 when they were adjusted only for the addition
of two combined cycle generation plants, as a result of the settlement of the
Company's last two base rate proceedings. During that period, PEF absorbed
the cost of another combined cycle generation plant that was needed to meet
customer demand, as well as the on-going escalations in labor, material,
equipment, health care, and insurance costs, among others, over the past two
decades since our last general base rate increase.

This extended period of relatively flat base rates demonstrates the
Company’s long. history of effectively managing its costs and living within its
means while continuing to meet the growing need for power of an increasing
level of customers. In fact, we have managed to maintain our base rates at
essentially the same levels they were twenty-five years ago but our cost
management efforts and customers growth can no longer keep pace with our
necessary capital and O&M requirements to deliver reliable electric service to
customers consistent with federal and state reliability requirements and energy |
policy goals.

Second, the Company continues to focus on effectively managing its
costs. For example, the Company has employed in each functional area
sustainable cost management or reductions and/or efficiency gains without
sacrificing safety, operational excellence, and customer satisfaction. These

cost management and reduction efforts, and the Company’s efficiency gains,

12
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are explained by the Company’s witnesses, Mr. Young, Mr. Sorrick, Mr. Oliver,
Mr. Joyner, Ms. Morman, Mr. DesChamps, and Ms. Wyckoff. We also strive to
keep staffing levels aligned with the work load as evidenced by the work force
reductions that we have announced in our Energy Delivery business unit.
However, our continuing need for capital and O&M investment in our system to
reliably deliver power to our customers makes it impossible for the Company to
continue to earn a reasonable return on its investment without a base rate
increase.

These capital investments include, among others, the Bartow Repowering
project and the CR3 Steam Generator replacement project, both of which must
be added to satisfy our obligation to meet our customers’ need for power while
also providing our customers with fuel efficiency and environmental benefits.
The Company understands the tough realities of the current economic situation
and the Company is doing what it can to manage costs and remain financially
strong through this period and beyond. But the Company is already in the
largest capital expansion program in its history to meet customer needs for
reliable, cost-effective power produced by cleaner, more efficient resources,
and transmitted and distributed across a safe, reliable, and hardened system
consistent with federal and state energy policy requirements and goals. Itis
imperative that the Company remain financially healthy and earn reasonable
returns to raise the capital it will need to meet its obligation to serve customers

consistent with these energy policy goals.

13
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PEF’s BUDGET & FINANCIAL FORECAST PROCESS.

Wiil you please explain the Company’s Corporate Planning and
Budgeting Process?

Certainly. Normally, we plan and budget on a two year basis — planning in
2008, for example, for the buéiness years 2009 and 2010. We conduct this
process throughout the course of the year in several stages. We begin by
engaging in a review of strategic and corporate objectives for the coming year.
Then we set financial targets for business units, taking into account the
resource needs of each of the Company’s business units and the corporate
objectives we have established for the coming year. Next, the business units
develop business plans and budgets calculated to achieve these targets. Once
these are complete, we integrate them into an overall corporate plan and
budget. Finally, this is reviewed, modified as may be appropriate, and
approved by senior management and the Board.

The development of the budget and corporate plan is a dynamic process
that involves the interplay of strategic planning, ongoing re-examination and
adjustment of historical spending levels, energy and sales forecast updating,
rigorous review of resource needs and operational constraints, and target
setting designed to drive performance and control costs and to ensure that any
additional outlays for capital projects and O&M expenditures are necessary and

cost-effective.

How is the Company’s operating budget developed?

14
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The corporate operating budget includes necessary revenue and cost
components, such as revenues, fuel and non-fuel expenses, O&M, and taxes,
among other components. This is distinguished from the business unit O&M
budget, which addresses the Company’s period costs by functional areas, i.e.
power production, operations (transmission, distribution, and customer
services), and Administrative and General expenses. The corporate operating
budget includes the business unit O&M and construction budgets. The
corporate operating budget process begins in July with the conclusion of the
financial target setting process. Business unit O&M and construction budgets
are developed over a two month process running concurrently with the

corporate operating budgeting process.

What are the key assumptions for PEF’s 2009 and 2010 budgets?
The key assumptions underlying the 2009 and 2010 budgets are listed in

Exhibit No. ___ (PT-6) to my testimony and in MFR Schedule F-8.

What are the significant components of the Company’s 2009 and 2010
operating budgets?

The revenues budget is based on the most recent customer, load, and energy
sales forecast and it is integrated into the Company’s corporate financial model
(the “Model”). The Model is a computer simulation application used to forecast
monthly and annual financial data through the use of a number of integrated

calculation modules. The Model is updated on a timely basis to include the

15
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most current rate data as well as the approved corporate customer, sales, and
demand forecast. The Model then calculates base revenues. Other revenue
components, such as fuel, energy conservation, environmental cost recovery,
capacity, and franchise fees are then computed to develop the total operating
revenue projection.

The O&M budget development is exclusive of fuel costs recoverable
through the fuel adjustment clause. Managers develop a detailed operating
plan for the budget year. From this operating plan, a preliminary budget is
developed on a project, FERC, and resource basis. This budget represents the
base line for which the manager is held accountable during the upcoming year.
The budget reflects the manager’s goals and objectives to be justified to
successive levels of management. The individual budgets are consolidated at
various levels within each business unit to create a preliminary corporate |
budget. At the conclusion of the preliminary review and analysis, each
department'’s detailed budget is input into the corporate budget system. Each
department inputs its direct expenditures, and then a series of burdens and
allocations are run. These include benefit and tax burdens on payroll, inventory
burdens, sales and use tax burdens on materials, and the allocation of Service.
Company costs to business units. Other adjustments are made to the budget
for certain corporate level expenses and accruals, such as the nuclear outage,

pension costs, and nuclear joint-owner credits.

16
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How are the Company’s planned construction programs developed in the
Company’s operating budgets?

The foundation of the construction program and, in turn, the construction
budget, is the need for the physical facilities required to provide electrical
energy to our customers. Examples of these physical facilities are generating
units, transmission lines and substations, and distribution substations and
structures. The need for these facilities is driven by a number of factors, either
individually or in combination, such as customer growth projections, age of
existing facilities, technological obsolescence of existing plant, availability of
alternative energy sources such as purchased power and qualified facilities,
demand-side management programs, system reliability, and qualitative
considerations. Various alternatives are evaluated based on reliability, cost,
and fuel type and a specific plan for construction of generating facilities of
specific size, at specified points in time, including related transmission and
distribution facilities is developed. The essential construction requirements
data included in this plan are then transmitted to various construction

management groups who develop the detailed Construction Budgets.

How does the Company monitor and control the Company’s operating
budgets after they have been put into effect?

The primary means to monitor and control the O&M and construction budgets
is through the monthly Cost Management Reports (*CMR”). These reports

reflect monthly and year-to-date variances by business unit and are distributed
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to senior management as part of the Company’s monthly corporate financial
report. Cost management reports also include current year projections of O&M
and capital spending compared to annual budgets. These projections are the
basis for updated corporate income and cash flow projections, which are
presented to senior management monthly and to the Board of Directors

quarterly.

What are the 2009 and 2010 operating budgets for PEF’s Production,
Transmission, Distribution, Customer Service, and Administrative and
General (A&G) functional areas?

The breakdown of the Company’s 2009 and 2010 O&M and construction

budgets for the five functional areas is attached as Exhibit No. __ (PT-7) to my

- testimony. PEF’s witnesses for these functional areas will address and support

IV.

14228709.2

the specific components of the O&M and construction budgets for their

respective areas.

DEVELOPMENT OF THE COMPANY’S MFRs.

Please explain how the Company’s MFRs were developed.

The starting point in the development of the MFRs was PEF’s budget process
for 2009 and 2010. The budget data from these periods coupled with the
actual data from 2008 provide the foundation for the MFRs. The budget data
for 2009 and 2010 was prepared in accordance with the reasonable procedures

and processes used by the Company to prepare its budgets for normal
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business purposes. These budget numbers reasonably represent the actual
expected financial results from the operation of the business for 2009 énd

2010.

In developing the MFRs, did the Company make any adjustments to the
per books financial information derived from the Company’s budget
process?

Yes, a number of adjustments were made to the “per books” actual and budget

data for retail ratemaking purposes..

Did the Company comply with Commission-approved practice and policy
when it developed its MFRs?
Yes. The Company completed the MFRs in accordance with Commission

approved practices and policies.

Please explain how the Company determined its net operating income for
the 2010 test year.
The test year per books net operating income (“NOI”) was derived from the
PEF Corporate budget for 2010. The following is a description of the key inputs
into this process:
System revenues from sales of electric energy were developed within the
Corporate Model. Other Operating Revenues were developed by the

Strategic and Financial Planning Department and the Financial Planning
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organizations within the Business Units. These revenues were
determined through an analysis of historic trends adjusted for the current
economic conditions and associated anticipated future events.

Fuel and purchased power expenses were developed through PROMOD
cost simulations and the Corporate Model.

Non-fuel O&M expenses were developed through a rigorous top-down,
bottom-up budget process.

Depreciation Expense was calculated using the rates developed in the
most recent Depreciation Study included in the testimony of Mr. Earl
Robinson in this proceeding and applied to the projected electric plant in-
service balances.

Decommissioning Expense was determined based on the projected
accrual resulting from the updated Decommissioning Study prepared by
Mr. Bill Cloutier and included as an exhibit to the testimony of Mr. Dale
Young in this proceeding.

Fossil Dismantlement Expense was based on the accrual to the reserve
based on the updated Fossil Dismantlement Study prepared by Mr. Jeff
Kopp, included in section 7 of my Exhibit No. __ (PT-10), and sponsored
by Mr. David Sorrick.

Amortization expense was derived from amortizing investment in electric
plant dedicated to Commission-approved energy conservation programs

and other intangible plant.

20
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The details of the development of Taxes Other than Income, including the
type, amount, and rate of each tax is provided in MFR Schedule C-20.
Income taxes were calculated based on application of the federal and
state statutory tax rates applied to projected taxable income.

The Allowance for Funds Used During Construction (“AFUDC") was
calculated using the Company’s Commission-approved annual rate of

8.848 percent in Order No. PSC-05-0945-S-El in Docket No. 050078.

Please explain how the Company determined what O&M costs were
necessary for the 2010 test year in the MFRs.

The O&M costs were developed based on a top-down, bottom-up budgeting
process. The business units each developed O&M budgets based on their
business plans. The business plans are designed to achieve certain levels of
performance and provide certain levels of service. The budgets are reviewed
by several levels of management to ensure that they provide the dollars
necessary to achieve the business unit goals and objectives and to ensure that
they are in line with the overall corporate financial and operational objectives.
The budgets are entered into the Corporate budgeting system and then rolled

up to the FER_C account level.

COMMISSION O&M BENCHMARK TEST.

What is the Commission’s O&M benchmark test?

21
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The O&M benchmark test consists of two distinct but related parts. The first
part is a comparison of PEF’s test year O&M expenses, broken down into six
functional areas, against the O&M benchmark for each functional area. The
O&M benchmark for each functional area was developed by escalating the
actual O&M expenses for 2006, which was the test year for the Company’s last
base rate case, by the CPI and, except for power plant O&M, the customer
growth rate. This part of the test shows what the level of O&M expenses would
be within each functional area assuming that these expenses experienced only
increases due to inflation, measured by the CPI, and, except for power plant
O&M, the rate of customer growth since the Company’s last base rate
proceeding. No presumption that the benchmark O&M expenses should be the
Company’s test year O&M expenses is created under the Commission test.
Rather, the Commission recognizes that its benchmark test is merely an
analytical tool to help the Commission focus attention on those O&M expense
areas that experienced proportionally higher O&M increases than other areas
compared to inflation and customer growth.

The second part of the Commission test is the justification provided by the
Company for increases in O&M expenses that are not explained by inflation
and customer growth. These reasons can include the need to perform new
activities or increases in the scope of existing activities to provide safe, reliable
electric service compared to the last base rate proceeding, additional expenses
due to expansion of the generating fleet, or inflation rates for certain costs that

are greater than the benchmark escalator (CPI), among others.
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VL.

What are the results of applying the Commission O&M benchmark test to
PEF’s O&M costs in the 2010 test year?

The O&M benchmarking test shows that the Company’s test year O&M
exceeds the O&M benchmark by approximately $143 million. An analysis of
the Company’'s O&M expenses compared to the Commission’'s O&M
benchmark test is contained in Exhibit No. __ (PT-8) to my testimony. The
Company'’s justification for this variance is provided on MFR Schedule C-41
and explained by the individual Company witnesses for each functional area in

which the O&M benchmark test is applied.

NOI AND RATE BASE.

Q. Please describe the ratemaking adjustments you made to PEF’s per books

NOI in the Company’s MFRs.

These adjustments are reflected on MFR Schedule C-3. Certain of these

adjustments are explained further below:

14228709.2

Recoverable Clause Expenses. Expenses recoverable by PEF through its

adjustment clauses (fuel and capacity cost recovery, energy conservation cost
recovery (‘ECCR"), environmental cost recovery (“ECRC"), and nuclear cost
recovery (“NCR")) have been removed from the test year NOI.

Franchise fee & gross receipts tax revenue and expense. The revenues and

expenses have been eliminated from the income statement for ratemaking
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purposes consistent with Commission policies and orders. (See Order No.
11307 issued November 10, 1982 in Docket No. 820007-EU).

Economic development expenses. An adjustment based on Commission Rule

25-6.0426, F.A.C., has been made for these expenses.

Industry Association Dues. Consistent with Commission practice, the

Company has removed $22,000 for industry association dues.

Rate case expenses. Based on long-standing Commission practice, the

Company has amortized rate case expenses over a two-year period. MFR
Schedule C-10 itemizes and details these expenses.

Corporate aircraft expenses. Consistent with Company and Commission

practice, the Company has removed the impact of these costs from NOI.

Interest on income tax deficiency. An adjustment has been made consistent

with Commission authorization in Order No. PSC-92-1197-FOF-EI in Docket
No. 910890-El.

Interest synchronization. Consistent with Commission practice the Company

has made an adjustment to NOI to reflect the income tax impact of interest

expense inherent in the Company’s capital structure.

How did the Company determine the appropriate accrual to the Storm
Damage Reserve?

Based on the results of an updated Storm Loss and Reserve Solvency Study,
PEF has increased the annual accrual to its Storm Damage Reserve to $16

million on a system basis, or $10 million more than the $6 million accrual
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approved by the Commission in Order No. PSC-94-0852-FOF-EI, in Docket No.
94621-El. The updated Study was commissioned by PEF to analyze the
Company’s risk of various storm events and the resulting damage from those
events. The proposed $16 million accrual is equivalent to the expected,
average recoverable annual storm loss based on the study. This accrual level
produces an expected reserve balance in five years of $152.5 million with a 10
percent probability of a negative balance during that period. PEF believes that
an annual accrual to the Storm Damage Reserve set at the expected average
annual storm loss is reasonable and appropriate. The updated Storm Loss and

Reserve Solvency Study is included as an exhibit to the testimony of Mr. Harris.

Q. Does the Company plan to continue to accrue interest on the storm

14228709.2

damage reserve?
No, the Company proposes to include the storm damage reserve in rate base

and to discontinue the practice of accruing interest on the reserve balance. In

accordance with the provisions of the Settlement Agreement in Docket No.

041272-El, the Company is accruing interest on the storm reserve. The terms
of that agreement provide that this interest treatment is only in effect until such
time as new permanent base rates are set and the parties to that agreement
are free to advocate any position regarding interest on the storm reserve in any
future proceeding. PEF advocates discontinuing the accrual of interest on the
storm reserve balance and including the storm reserve in the calculation of

PEF’s rate base, which results in a reduction of rate base and, therefore,
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lowers the revenue requirements on rate base.

How was the Company’s test year rate base in the MFRs developed?
The rate base MFRs begin with the per books data derived from the 2009 and
2010 budget process, in combination with the actual rate base investment
through 2008. Since the per books data represents information developed by
the Company for its business purposes, certain adjustments to this data are

required to develop test year data suitable for ratemaking purposes.

What adjustments were made to PEF’s per books rate base?

These adjustments are listed and explained in MFR Schedule B-2. Certain of
the Company’s per books rate base adjustments that | generally describe
below are simply the corresponding entries to account for the rate base effect
of adjustments to per books NOI that | previously described.

Recoverable adjustment clause costs. These adjustments correspond to the

NOI adjustments made to remove from the test year all costs that are
recoverable through the adjustment clauses for fuel and capacity cost recovery,

ECCR, Storm Cost Recovery Surcharge (“SCRS”), ECRC, and the NCR.

AFUDC bearing Construction Work in Progress (“CWIP"). Consistent with
Commission policy any construction project that qualifies under Commission

Rule 25-6.0141, F.A.C. to receive AFUDC has been removed from rate base.
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How did the Company determine the appropriate depreciation rates and
expense for the test year?

The Company commissioned a depreciation study to determine the appropriate
level of depreciation expense. That depreciation study was prepared by Earl
Robinson with AUS Consultants and is included as an exhibit to Mr. Robinson’s
testimony in this proceeding. The depreciation rates produced in this study
result in an increase in depreciation expense for the test year of $46

million (system) and $41 million (retail). A detailed calculation of this

adjustment is included in Exhibit No.____ (PT-9) to my testimony.

Did the Company prepare a Fossil Dismantlement Study?

Yes. The Company’s Fossil Dismantiement Study was prepared by Mr. Jeff
Kopp with Burns and McDonnell. This Study provided the Company a review
of the Company’s fossil fuel, power generation facilities and a recommendation
regarding the total cost to dismantle the facilities at the end of their useful lives.
Based on that study, the fossil dismantlement accrual for the 2010 test year is
$3.8 million (system). A detailed calculation of the accrual included in the test
year, along with the other information required by the Commission’s fossil

dismantlement rule, is provided in Exhibit No. __(PT-10) to my testimony.
Did the Company prepare a Nuclear Decommissioning Report?

Yes. The Company’s Nuclear Decommissioning Report was prepared by Mr.

William A. Cloutier, Jr. with TLG Services, Inc. The Report presents estimates
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future cost of decommissioning including life extension and, therefore, there is

no need for a going-forward annual accrual to the reserve.

How did the Company develop its capital structure for the 2010 test year
in its MFRs?

Similar to the NOI and rate base adjustments, several adjustments to PEF's per
books capital structure for the test year are necessary to comply with the
Commission’s ratemaking policies. These adjustments are identified and

explained in MFR Schedule D-1b.

Was an adjustment made to the Company’s capital structure to recognize
the rating agencies’ treatment of PEF’s obligations under its long-term
PPAs?

Yes. PEF made an adjustment to the equity component of its capital structure
to recognize the practice of rating agencies to impute debt to a utility’s capital
structure to account for the utility’s off-balance sheet obligations under long-
term purchased power agreements (‘PPAs”). Mr. Sullivan explains in his
testimony this rating agency practice, in particular the practice by Standard &
Poors, of treating payments under long-term PPAs as debt-like obligations that
result in additional, imputed debt to the utility’s capital structure for credit
analysis. As Mr. Sullivan explains, PEF must account for this imputed debt with
sufficient additional equity in its capital structure to maintain its target credit

rating and, ultimately, preserve its access to the capital markets for capital at a
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result in additional, imputed debt to the utility’s capital structure for credit
analysis. As Mr. Sullivan explains, PEF must account for this imputed debt with
sufficient additional equity in its capital structure to maintain its target credit
rating and, ultimately, preserve its access to the capital markets for capital at a
reasonable cost. The consequences for failing to. make this adjustment can
include a lower rating or credit outlook and a higher cost of debt for the utility

and its customers.

Please describe the capital structure adjustment regarding the source of
funds supporting PEF’s unrecovered fuel cost balance.

PEF accounts for these costs through a direct assignment of commercial paper
as the source of capital for these costs, rather than through a pro rata
assignment of all sources of capital. This adjustment is prudent because

commercial paper is uniquely used to finance unrecovered fuel costs.

Why didn’t you make a similar adjustment for the unrecovered balance
resulting from PEF’s other clauses?

The nature of the expenses recovered through the ECCR and ECRC, which
includes such recoverable costs as depreciation, return on investment, taxes,
and O&M, just to name a few, is different from the recoverable fuel costs and,
therefore, it is not appropriate to direct assign the unrecovered balances from

these other cost recovery clauses to commercial paper. The expenses
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recovered in these other clauses are the types of costs that are more typically

funded from all sources of capital.

Please describe the other clause related source of funds adjustment
made to the capital structure.

Given the unique nature of the Nuclear Cost Recovery mechanism, it is prudent
to recognize the impact that recovery of these costs has on deferred taxes
through a specific adjustment to the accumulated deferred income tax balance
included in the capital structure, thus allowing the remaining rate base
(excluding nuclear cost recovery) to be synchronized to the capital structure
through a pro rata assignment of all sources of capital. This adjustment is
prudent because of the unique creation of accumulated deferred income taxes

which result from this clause related cost.

Please describe the capital structure adjustment for non-utility
investment.

Consistent with past Commission practice, PEF’s non-utility investment was
removed entirely from the equity component of PEF’s capital structure, rather

than pro rata from all sources of capital.

Are there any other Commission ratemaking policies that the Company

must apply to its test year capital structure?
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Yes. Commission ratemaking practice requires the reconciliation of the test
year capital structure with the utility’s rate base. This reconciliation is

summarized in Exhibit No. ___ (PT-11) to my testimony.

Please explain the Taxes Other than Income in the 2010 test year in the
Company’s MFRs.

The total Taxes Other than Income included in the 2010 test year are $390.4
million. Of this amount, $239.6 million are revenue related taxes which are
basically passed through to customers on their bills. The remaining Taxes
Other than Income represent property taxes and payroll taxes. Property taxes
are projected to be $125.1 million and they are calculated by applying the
projected tax rates to the projected plant balances. Payroll téxes are projected
to be $25.7 million, and they are calculated by applying projected payroll tax

rates to the 2010 budgeted payroll expense.

How were income taxes accounted for in the Company’s MFRs?

Income taxes were calculated by first adjusting the pre-tax net operating
income for any tax exempt items and then by multiplying the adjusted pre-tax
net operating income by both the state and federal statutory tax rates. The
income taxes were split into current and deferred taxes by adjusting book

taxable income by any timing differences for revenues and expenses.

VIill. CONCLUSION.

14228709.2
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What are the test year revenue requirements that the Company needs?
Based on the fully adjusted NOI, rate base, and capital structure set forth in the
Company’s MFRs, PEF requires retail revenues of $2,017.8 million in order to
cover operating expenses and produce a return of $574.6 million on retail rate
base of $6,238.6 million at a weighted average cost of capital of 9.21 percent,
including a rate of return on common equity of 12.54 percent. Mr. Slusser’'s
testimony presents proposed rates and charges that will produce these
revenue requirements from PEF’s rate classes in proportion to the Company's

costs to serve each of the revenue classes.

How do these revenue requirements compare with the test year revenues
that would be produced under the Company’s current rates?

Using the test year billing determinants provided in Mr. Slusser’s testimony,
PEF’s current base rates would produce revenues of $1,517.9 million. When
compared to the Company’s test year revenue requirements, current rates
would result in a revenue deficiency of $499.9 million. This is the base rate
increase that PEF reasonably requests in its petition for rate relief and the rate

increase that is supported by the Company’s MFRs and withesses.

Does this conclude your testimony?

Yes.
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PROGRESS ENERGY FLORIDA
DOCKET NO. 090079

Exhibit No. ___ (PT-1)

Page 1 of 4

MINIMUM FILING REQUIREMENTS SCHEDULES
Sponsored, All or In Part, by Peter E. Toomey

Schedule # Schedule Title

A-1
A-3
A-4
B-1
B-2
B-3
B-4
B-5
B-6
B-7
B-8
B-9
B-10
B-11
B-12
B-13
B-14
B-15
B-17
B-19
B-20
B-21
B-22
B-23
B-24
B-25

Full Revenue Requirements Increase Requested
Summary Of Tariffs

Interim Revenue Requirements Increase Requested
Adjusted Rate Base

Rate Base Adjustments

13 Month Average Balance Sheet — System Basis
Two Year Historical Balance Sheet

Detail of Changes in Rate Base

Jurisdictional Separation Factors — Rate Base

Plant Balances by Account and Sub-Account
Monthly Balances Test Year — 13 Months
Depreciation Reserve Balances by Account and Sub-Account
Monthly Reserve Balances Test Year — 13 Months
Capital Additions and Retirements

Production Plant Additions

Construction Work in Progress

Earnings Test

Property Held for Future Use — 13 Month Average
Working Capital — 13 Month Average

Miscellaneous Deferred Debits

Other Deferred Credits

Accumulated Provision Accounts — 228.2, 228.3, 228.4
Total Accumulated Deferred Income Taxes
Investment Tax Credits — Annual Analysis

Leasing Arrangements

Accounting Policy Changes Affecting Rate Base

Page 1 of 4 3.9.2009



PROGRESS ENERGY FLORIDA
DOCKET NO. 090079

Exhibit No. ___ (PT-1)
Page 2 of 4
Schedule # Schedule Title
C-1 Adjusted Jurisdictional Net Operating Income Calculation
C-2 Net Operating Income Adjustments
C-3 Jurisdictional Net Operating Income Adjustments
C4 Jurisdictional Separation Factors — Net Operating Income
C-5 Operating Revenues Detail
C-6 Budgeted versus Actual Operating Income and Expenses
C-8 Detail of Changes in Expenses
C-9 Five Year Analysis — Change in Cost
C-10 Detail of Rate Case Expenses for Outside Consultants
C-11 Uncollectible Accounts
C-13 Miscellaneous General Expenses
C-14 Advertising Expenses
C-15 Industry Association Dues
C-16 Outside Professional Services
C-17 Pension Cost
C-18 Lobbying, Other Political Expenses and Civic / Charitable Contributions
C-19 Amortization / Recovery Schedule — 12 Months
C-20 Taxes Other Than Income Taxes
C-21 Revenue Taxes
C-22 State and Federal Income Tax Calculation
C-23 Interest in Tax Expense
C-25 Deferred Tax Adjustment
C-26 Income Tax Returns
C-27 Consolidated Tax Information
C-28 Miscellanéous Tax Information
C-29 Gains and Losses on Disposition of Plant or Property
C-30 Transactions with Affiliated Companies
C-31 Affiliated Company Relationships
C-32 Non-Utility Operations Utilizing Utility Assets
C-33 Performance Indices

Page 2 of 4 3.9.2009



PROGRESS ENERGY FLORIDA
DOCKET NO. 090079

Exhibit No. ____ (PT-1)

Page 3 of 4

Schedule # Schedule Title

C-34
C-35
C-36
C-37
C-38
C-39
C-40
C-41
C-42
C-43
C-44
D-1a
D-1b
D-6
D-9
F-1
F-2
F-3
F-5
F-6
F-7
F-8
G-1
G-2
G-3
G-4
G-5
G-7
G-8
G-9

Statistical Information

Payroll & Fringe Benefit Increases Compared to CPI
Non-Fuel Operation and Maintenance Expense Compare to CPI
O&M Benchmark Comparison by Function

O&M Adjustments by Function

Benchmark Year Recoverable O&M Expenses by Function
O&M Compound Multiplier Calculation

O&M Benchmark Comparison by Function

Hedging Costs

Security Costs

Revenue Expansion Factor

Cost Of Capital -~ 13 Month Average

Cost Of Capital — Adjustments

Customer Deposits

Financial Indicators — Summary

Annual and Quarterly Report to Shareholders

SEC Reports

Business Contracts with Officers or Directors

Forecasting Models

Forecasting Models — Sensitivity of Output to Changes in input Data
Forecasting Models — Historical Data

Assumptions

Interim Revenue Requirements

interim Adjusted Rate Base

Interim Raie Base Adjustments

Interim Jurisdictional Separation Factors — Rate Base
Interim Working Capital — 13 Month Average

Interim Adjusted Jurisdictional Net Operating Income
Interim Net Operating Income Adjustments

Interim Jurisdictional Net Operating Income Adjustments

Page 3 of 4 3.9.2009



PROGRESS ENERGY FLORIDA
DOCKET NO. 090079

Exhibit No. ____ (PT-1)
Page 4 of 4
Schedule # Schedule Title
G-10 Interim Jurisdictional Separation Factors -- Net Operating Income
G-11 Interim Operating Revenues Detail
G-12 Interim State and Federal Income Tax Calculation
G-13 Interim Interest in Tax Expense Calculation
G-15 Interim Gains and Losses on Disposition of Plant or Property
G-16 Interim Pension Cost
G-17 Interim Accounting Policy Changes
G-18 Interim Revenue Expansion Factor
G-19a Interim Cost of Capital — 13 Month Average |
G-19b Interim Cost of Capital — Adjustments
G-20 Interim Revenue from Sale of Electricity by Rate Schedule

Page 4 of 4 3.9.2009
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Progress Energy Florida

Docket 090079
ExhibitNo. ____ (PT-2)
Page 1 of 1
SCHEDULE A-1 FULL REVENUE REQUIREMENTS INCREASE REQUESTED Page 1 0f 1
FLORIDA PUBLIC SERVICE COMMISSION Explanation: Provide the calculation of the requested full revenue Type of Data Shown:
requirements increase.
Company: PROGRESS ENERGY FLORIDA INC. X Projected Test Year Ended  12/31/2010
__ Prior Year Ended 12/31/2008
Docket No. 090079-El Historical Test Year Ended ~ 12/31/2008

Witness: Toomey

(A)

(B)

©

lrzilg.e Description Saurce Amount (3000)
1 Jurisdictional Adjusted Rate Base Schedule B-1 $ 6,238,617
2 Rate of Return on Rate Base Requested Schedule D-1a X 9.21%
3 Jurisdictional Net Operating Income Requested Line 1 x Line 2 $ 574,577
4 Jurisdictional Adjusted Net Operating Income Schedule C-1 268,546
5 Net Operating Income Deficiency (Excess) Line 3 - Line 4 $ 306,031
6 Earned Rate of Return Line 4/ Line 1 4.30%
7 Net Operating Income Multiplier Schedule C-44 X 1.6338
8 Revenue Increase (Decrease) Requested Line 5 x Line 7 $ 489,997
9
10
11
12
13
14 Note: Totals may not add due to rounding.
15
Supporting Schedules: B-1, C-1, D-1a, C-44 Recap Schedules:



Progress Energy Florida
Bartow Repower - Annual Revenue Requirements

Line

No.

1 Estimated In-Service Date 6/1/09

2

3 Annualized Rate Base

4 Electric Plant in Service

5 Accumulated Reserve for Depreciation
6 Fuel Inventory

7 Working Capital - Income Taxes Payable
8 Total Annualized Rate Base

9

10 Annualized NOI

11 O&M

12 Depreciation Expense

13 Property Taxes

14 Payroll Taxes & Benefits

15 Income Taxes -

16 Direct Current & Deferred

17 Imputed Interest

19 Total Annualized NOI

20

21

22 Calculation of Revenue Reguirement

23 Cost of Capital (1)

24 NOI Requirement (Line 8 * Line 23)

25 NOI Deficiency (Line 24 less Line 19)
26 Net Operating income Multiplier (MFR C-44)
27

28 Revenue Requirement (Line 25 * Line 26)
29

30

31

32 Calculation of Taxes on Imputed Interest
33 Weighted Cost of Debt Capital (MFR D-1):

Long Term Debt Fixed Rate
Long Term Debt Variable Rate
Short Term Debt

Customer Deposits

JDIC

imputed Interest (Line 8 * Line 39)

Income Taxes on Imputed Interest at 38.576%

Progress Energy Florida
Docket No. 090079-E1
Exhibit No. P (PT-3)

Page 1 of 1
($000)
Generation Transmission Total
Separation Retall Separation Retail Retail
System Factor  Jurisdictional System Factor  Jurisdictional  Jurisdictional
$645,981 88.462%  $571,448 $164,202  67.629% $104,285 $675,733
(14,567)  88.462% (12,886) (802) 67.629% (6810) (13,496)
2,900 82.848% 2,403 o] [o] 2,403
12,484 __(11,046) (1,465) (1,046) {12,092)
$621,820 $549,918 $151,835 $102,629 $652,647
E—— ] N e e——
$9,880 88.462% $8,740 §0  67.629% $0 $8,740
29,134 88.462% 25,772 1,804 67.629% 1,220 26,992
5,900 88.160% 5,201 1,400 88.160% 1,234 6,436
1,694 87.692% 1,486 0 0 1,486
(17,979) (15,893) (1,236) (947) (16,839)
(7,010 (6,200} (1,694) {1,146) (7,348)
S$21 619) (§19,107) ($274) ($362) ($19,468)
9.21% 9.21% 8.21% 9.21% 9.21%
$57,270 $50,647 $13,984 $9,452 $60,100
$78,888 $69,754 $14,258 $9,814 $79,568
1.6338 1.6338 1.6338 1.6338 1.6338
$128,889 88.42%  $113,965 $23,295 68.83% $16,034 $128,999
2.72% 2.72% 2.72% 2.72%
0.00% 0.00% 0.00% 0.00%
0.01% 0.01% 0.01% 0.01%
0.12% 0.12% 0.12% 0.12%
0.01% 0.01% 0.01% 0.01%
2.87% 2.87% 2.87% 2.87%
$18,173 $16,072 $4,392 $2,970
($7.010) ($6,200) ($1,694) ($1,146)

(1) - Based on weighted cost of capital presented on MFR D-1 in this docket.



Prog

ress Energy Florida

Crystal River Nuclear Unit -3
Steam Generator Replacement - Annual Revenue Requirements

Line
No.

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
28
30
31
32
33
34
35
36
37
38
39
40
41
42

Estimated In-Service Date 12/31/09

Annualized Rate Base
Electric Plant in Service
Accumulated Reserve for Depreciation
Fuel Inventory
Working Capital - Income Taxes Payable
Total Annualized Rate Base

Annualized NOI

O&M

Depreciation Expense

Property Taxes

Payroll Taxes & Benefits

Income Taxes -
Direct Gurrent & Deferred
Imputed Interest

Total Annualized NOI

Calculation of Revenue Requirement
Cost of Capital (1)

NOI Requirement {Line 8 * Line 22)
NOI Deficiency (Line 23 less Line 18)
Net Operating Income Multiplier (MFR C-44)

Revenue Requirement (Line 24 * Line 25)

Footnote: (1) Based on weighted cost of capital presented on MFR D-1 in this Docket.

Calculation of Taxes on imputed Interest
Weighted Cost of Debt Capital (MFR D-1):

Long Term Debt Fixed Rate
Long Term Debt Variable Rate
Short Term Debt

Customer Deposits

JDIC

Imputed Interest (Line 8 * Line 39)
Income Taxes on Imputed Interest at 38.575%

Progress Energy Florida

Docket No. 090079-E1

Exhibit No. ___ (PT-4)
Page 1 of 1

($000)
«  Separation Retail

System Factor Jurisdictional
$298,931 88.462% $264,440
(6,128) 88.462% (5,421)

0 0

(4,657) (4,118)
$288,146 $254,901
$0 88.462% $0
12,256 88.462% 10,842
3,500 88.160% 3,086

0 0
(6,078) (5,373)
(3,236) (2,863)
{$6,442) (85,692
9.21% 9.21%
$26,538 $23,476
$32,980 $29,168
1.6338 1.6338
$53,884 88.44% $47,656
2.72% 2.72%
0.00% 0.00%
0.01% 0.01%
0.12% 0.12%
0.01% 0.01%
2.87% 2.87%
$8,389, $7.421
($3,236) ($2,863)
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Docket No. 090079-El

Exhibit No. (PT-5)
Page 1 of 1
SCHEDULE A4 INTERIM REVENUE REQUIREMENTS INCREASE REQUESTED Page 1 of 1
FLORIDA PUBLIC SERVICE COMMISSION Explanation: Provide the caiculation of the requested interim revenue Type of Data Shown:
requirements increase.
Company: PROGRESS ENERGY FLORIDA INC. ... Projected Test Year Ended  12/31/2010
__ Prior Year Ended 12/31/2009
Docket No. 030079-El X Historical Test Year Ended ~ 12/31/2008
Witness: Toomey
A (8) ()
Line
No. Description Source Amount ($000)
1 Jurisdictional Adjusted Rate Base Schedule B-1 $ 5,098,765
2 Rate of Return on Rate Base Requested Schedule D-1a X 7.84%
3 Jurisdictional Net Operafing Income Requested Line 1 x Line 2 $ 390,488
4 Jurisdictional Adjusted Net Operating Income Schedule C-1 391,486
5 Net Operating Income Deficiency (Excess) Line 3-Line 4 $ 8,002
6 Eamed Rate of Return . . Line 4/ Line 1 . 7.68%
7 Net Operating Income Multiplier Schedule C-44 X 1.6343
8 Revenue Increase {Decrease) Requested Line 5 x Line 7 $ 13,078
9
10
1
12
13

14 Note: Totals may not add due to rounding.

15

Supporting Schedules: B-1, C-1, D-1a, C-44 Recap Schedules:



2010 Key Budget Assumptions

Weather normalized retail base revenue growth of 0%

Bartow Repowering Project placed in service June 2009

Docket No. 090079-El
Progress Energy Florida
Exhibit No. ___ (PT-6)
Page 1of 1

Crystal River Unit 3 Nuclear Steam Generator project placed in service December 2009

Crystal River 4 Electrostatic Precipitators placed in service June 2010
Includes the impact of:

O

O O O O

(o]

Updated depreciation study

Updated fossil dismantlement study

Increased pension expense

Updated nuclear decommissioning report

Increase in storm damage accrual

Incremental O&M and capital expenditures for storm hardening

Targeted 50% common equity ratio
March 2010 issuance of $750M 10 yr note at 6.98%
June 2010 retirement of $300M note due at 4.5% (issued in 2005)



Progress Energy Florida
Docket No. 090079-EI
Exhibit No. ___ (PT-7)
Pagelofl

PEF’'S O&M AND CONSTRUCTION BUDGETS BY FUNCTIONAL AREA

Production

2009

2010
Transmission
2009

2010
Distribution
2009

2010
Customer Services
2009

2010

A&G

2009

2010

Total
2009

2010

O&M ($000)

$ 238,114
$281,145
0&M
$35,085
$45,336
0&M
$125,842
$144,926
0&M
$55,466
$58,285
0&M
$271,108

$286,789

O&M
$725,614

$816,482

Construction ($000)

$334,332
$184,762
Construction
$198,919
$185,172
Construction
$186,774
$236,240
Construction
$ -0-

$-0-
Construction
$52,421

$50,712

Construction
$772,446

$656,886



A)

Line
No.
1 Production - Fossil & Other
2 Production - Nuclear
3 Other Power Supply
4
5 Total Production
6
7
8
g Transmission
10 Distribution
11 Customer Accounts
12 Customer Service
13 Sales
14 Administrative & General
15 Other
16
17 Total Base Operation & Maintenance
18
19

20 Detail of Major Adjustments

22 Economic Development

23 Retail Rate Case Expenses
24 Corporate Aircraft

25 Image Building Advertising

26 Interest Expense on Tax Deficiency
27 Industry Association Dues
28 TOTAL

Progress Energy Florida
Docket No. 090079-El

® Budget for 2010 excluding ECRC, ECCR, recoverable nuclear,recoverable fuel and capacity

Executive Briefing Book

Exhibit No. (PT-8)
Page 1 of 1
PROGRESS ENERGY FLORIDA
BASE OPERATION & MAINTENANCE EXPENSES
2010 BENCHMARK COMPARISON
(000's)
(B) ©) (D) Ey (F) (G) H)
2010 2010
2006 2006 2010 Adjustments Fuliy Adjusted Benchmark
Allowed Compound | Benchmark Budget to 2010 Test Year Variance
Benchmark Multiplier {B) x (C) O&M Budget O&M System O&M Over / Under
$109,466 1.1174 $122,318 $175,435 $175,435 $53,117
81,570 1.1174 91,146 103,559 103,559 12,413
3,908 1.1174 4,366 2,152 2,152 (2,212)#
194,942 217,830 281,145 0 281,145 63,317
33,676 1.1415 38,441 45,336 45,336 6,894
114,428 1.1415 130,619 144,926 144,926 14,306
50,356 1.1415 57,481 54,185 54,185 (3,296)
3,547 1.1415 4,049 2,448 2,448 (1,601)
2,338 1.1415 2,668 1,688 ¢ (36) 1,652 (1,016)
195,169 1.1415 222,786 290,183 (3,394) 286,789 64,003
1.0000 0 0 0
$594,458 $673,874 $819,912 ($3,430) $816,482 $142,608
($36)
1,394
(3,565)
(3,863)
2,667
(25)
$$3,4302
Pagelof1
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312
314

316.1
3162
3163

31
312

315
316.1
316.2
316.3

3N
312
314
315
316.1
316.2
3163

3N
312
314
315
316.1
3162
3163

an
312
314
315
316.1
316.2
316.3

31
312
315

Steam Production

Anclote Plant
Structures & Improvements
Boiler Plant Equipment
Turbogenerator Units
Accessory Electric Equipment
Miscellaneous Equipment
Miscellaneous Equipment - 5 Year Amort
Miscellaneous Equipment - 7 Year Amort
Total Anclote Plant

Bartow Plant

Structures & Improvements

Boiler Plant Equipment

Turbogenerator Units

Accessory Electric Equipment

Miscellaneous Equipment

Miscellaneous Equipment - 5 Year Amort

Miscellaneous Equipment - 7 Year Amort
Total Bartow Plant

Crystal River 1 & 2 Plant

Structures & Improvements

Boiler Plant Equipment

Turbogenerator Units

Accessory Electric Equipment

Miscellangous Equipment

Miscellaneous Equipment - 5 Year Amort

Miscellaneous Equipment - 7 Year Amort
Total Crystal River 1 & 2 Plant

Crystal River 4 & 5 Plant

Structures & Improvements

Boiler Plant Equipment

Turbogenerator Units

Accessory Electric Equipment

Miscellaneous Equipment

Miscellanaous Equipment - 5 Year Amort

Miscelianeous Equipment - 7 Year Amort
Total Crystal River 4 & 5 Plant

Suwannee River Plant

Structures & Improvements

Boiter Plant Equipment

Turbogenerator Units

Accessory Electric Equipment

Miscellaneous Equipment

Miscelianeous Equipment - 5 Year Amort

Miscellaneous Equipment - 7 Year Amort
Total Suwannee River Plant

Bartow - Anclote Pipeline
Structures & Improvements
Pipeline Equipment
Miscellaneous Equipment - & Year Amort

56 316-316.3 Miscellaneous Equipment - 7 Year Amort

316.2
3163

TotalBartow - Anclote Pipeline

Crystal River 1&2 Coalpile
Crystal River 4&4 Coalpile

Fossil Steam System Blanket

System Assets 316.2 (5 year)
System Assets 316.3 (7 year)

New Oid

Book Book
Depreciation Depreciation

Rate Rate
3.2900% 3.2400%
4.2800% 3.3400%
4.0900% 2.3100%
2.3100% 1.9900%
2.6500% 2.2100%
20.0000% 20.0000%
14.3000%  14.3000%
0.0000% 2.4600%
0.0000% 2.9100%
0.0000% 0.9600%
0.0000% 1.2200%
0.0000% 3.1900%
20.0000%  20.0000%
14.3000%  14.3000%
2.9300% 2.5700%
5.7700% 4.0300%
2.6900% 3.0600%
2.5400% 2.8800%
2.4900% 3.1900%
20.0000% 20.0000%
14.3000% 14.3000%
2.3100% 3.3900%
2.6000% 2.8300%
1.4600% 2,1400%
1.2800% 2.7800%
3.0600% 3.2700%
20.0000%  20.0000%
14.3000% 14.3000%
4.5700% 1.4800%
8.4500% 2.9600%
7.9000% 1.1300%
8.1100% 0.9800%
3.6400% 1.7100%
20.0000%  20.0000%
14.3000% 14.3000%
3.1300% 3.0700%
5.1600% 4,1000%
1.7400% 2.7800%
5.1100% 5.2000%
0.2200% 0.5400%
0.3700% 0.5500%
3.3500% 2.9089%
20,0000%  20.0000%
14.3000% 14.3000%

Progress Energy Florida
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New Rates Old Rates Variance
Total Total Total
Depreciation Depreciation Depreciation
Accrued Accrued Accrued
1,035,766 1,020,596 15,170
4,625,660 3,609,744 1,015,816
4,719,094 2,665,307 2,053,787
620,035 534,142 85,892
176,971 147,587 29,384
7,965 7,965 {0}
11,185,491 7,985,342 3,200,149
- 266 (266)
- 0 ©
- 0 0)
0 0 0
0 266 (266)
11,671,872 8,152,105 3,519,767
3,393,532 3,860,300 (466,768)
916,768 1,039,485 {122,717)
170,306 218,183 (47,877)
16,152,478 13,270,073 2,882,405
4,290,386 6,296,280 (2,005,895)
15,699,407 17,088,200 (1,388,794)
3,206,304 4,699,651 (1,493,347)
1,033,372 2,244,355 (1,210,983)
360,105 384,818 (24,713)
24,589,573 30,713,305 {6,123,731)
1,295,644 453,859 841,785
1,124,255 160,811 963,444
220,040 26,588 193,450
22,758 10,691 12,067
4,235 4,235 0
2,666,932 656,185 2,010,746
888,434 705,926 182,508
37,393 59,744 (22,350)
925,828 765,670 160,158
2,252 5,527 (3,275)
6,392 9,501 (3,109)
246,043 213,649 32,393
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New Rates Old Rates Variance
New Old
Book Book Total Total Total
Depreclation Depreciation Depreciation Depreciation Depreciation
Rate Rate Accrued Accrued Accrued
Dismantiement - Fossil Steam
FPC Anclote Struct & Improv 311 232,936 232,936 -
FPC Bartow-Anciote Pipeline Equip 311-315 574,928 574,928 -
FPC inglis Struct & Improv 311 - - -
FPC CR1&2 Struct & Improv 311 1,032,859 1,032,859 -
FPC CR4&5 Struct & Improv 311 937,431 937,431 -
FPC Suwannee Struct & improv 311 - 216,593 216,593 -
FPC Avon Struct & Improv 311 - - -
FPC Higgins Struct & Improv 311 . - -
FPC Turner Struct & improv 311 - - -
Total Dismantiement 2,994,747 2,994,747 -
Total Steam Plant 58,769,733 56,614,264 2,155,469
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- New Rates Old Rates
New Old
Book Book Total Total Total
Depreciation Depreciation Depreciation Depreciation Depreciation
Rate Rate Accrued Accrued Accrued
Nuclear Production
Crystal River 3
321 Structures & Improvements 1.6600% 1.7800% 3,810,774 4,086,252 (275,478)
322 Reagctor Plant Equipment 4.1000% 2.2400% 21,776,222 11,897,253 9,878,969
323 Turbogenerator Units 2.2400% 2.9700% 2,167,786 2,874,252 {706,466)
324 Accessory Electric Equipment 1.6400% 1.2800% 2,942,060 2,296,242 645,818
FPC CR3 Misc 326.0 0.3100% 6.5400% 117,042 2,107,733 (1,989,791)
FPC CR3 Misc 325.1 5.5400% 0.0000% - - .
325  Miscellaneous Equipment - - -
3252  Miscellaneous Equipment - 5 Year Amort 20.0000%  20.0000% - - -
3253  Miscellaneous Equipment - 7 Year Amort 14.3000%  14.3000% - - -
Total Crystal River 3 30,814,784 23,261,732 7,553,052
Tallahassee - Crystal River 3
321 Structures & Improvements 1.2100% 2.8100% 55,545 128,993 (73,448)
322  Reactor Plant Equipment 0.1800% 3.3600% 3611 67,412 (63,800)
323  Turbogenerator Units 0.9300% 4.3100% 14,373 66,612 (52,238)
324  Accessory Electric Equipment 0.0100% 2.6800% 65 17,299 (17,235)
325.1  Miscellaneous Equipment -0.7500% 7.0800% (1,784) 16,837 18,620)
Total Tallahassee - Crystal River 3 . 71,811 297,153 (225,342)
Nuclear Decommissioning - Retall - - -
Nuclear Decommissioning - Whsle Unfunded . - -
Nuclear Decommissioning - Whsle - - -
NUCLEAR DECOMMISSIONING - - -
Total Nuclear Production 30,886,595 23,558,885 7,321,710
Other Production
Bayboro Peaking
341 Structures & Improvements 1.1900% 2.9000% - - -
342  Fuel Holders, Production and Accessories 20.,0000%  20.0000% - - -
342  Prime Movers 14.3000%  14.3000% - - -
344 Generators 3.7900% 2.6600% 68,729 48,237 20,492
345  Accessory Electric Equipment 4.1800% 2.6300% 652,675 410,654 242,021
346 Misc. Power Plant Equipment 1.4900% 3.5300% 53,328 126,341 (73,013)
3462  Miscellaneous Equipment - 5 Year Amort 2.3400% 0.8700% 28,006 10,412 17,693
346.3  Miscellaneous Equipment - 7 Year Amort 1.5600% 3.0400% 6,624 12,909 {6,285)
Total Bayboro Peaking 809,362 608,554 200,809
Avon Park Peaking
341 Stuctures & Improvements 0.6800% 0.6900% - - -
342 Fuel Holders, Production and Accessories 6.2700% 3.4800% 45,108 25,108 20,000
343  Prime Movers 4.4300% 1.3200% 265,295 79,050 186,246
344 Generators -0.1700% 2.6800% (3,078) 48,521 (51,599)
345  Accessory Electric Equipment 0.9000% 1.4600% 10,374 16,824 {6,453}
346  Misc. Power Plant Equipment -6.3100% 1.8000% - - -
3462  Miscellaneous Equipment - 5 Year Amort 20.0000%  20.0000% - -
346.3  Miscellaneous Equipment - 7 Year Amort 14.3000%  14.3000% - - -
Total Avon Park Peaking 317,697 169,503 148,194
DeBary Peaking {New)
341 Structures & Improvements 3.9200% 3.5700% 183,819 167,407 16,412
342 Fuel Holders, Production and Accessories 5.7100% 4.4800% 421,046 330,348 90,698
343  Prime Movers ‘ 5.1000% 4.4300% 3,266,719 2,837,561 429,157
344  Generators 3.9000% 3.7100% 718,134 683,148 34,986
345  Accessory Electric Equipment 4.2400% 3.8000% 216,568 194,094 22,474
346  Misc. Power Plant Equipment 3.8100% 4.9400% 31,813 41,248 (9,435)
346.2 FPC Debary Misc 346.2 (new) 20.0000%  20.0000% - - -
346.3 FPC Debary Misc 346.3 (new) 14.3000% 14.3000% - - -
Total DeBary Peaking (New) “ 4,838,099 4,253,806 584,293
DeBary Peaking (Oid)
N Structures & Improvements 2.7400% 2.7100% - - -
342  Fue! Holders, Production and Accessories 4.5100% 2.3300% 306,792 158,498 148,294
343  Prime Movers 3.8600% 3.3900% 1,027,762 902,620 125,142
344  Generators 3.4200% 1.4500% 323,457 137,138 186,319
345  Accessory Electric Equipment 4.2900% 1.6300% 250,065 85,013 155,052
346  Misc. Power Plant Equipment 4.5800% 2.8800% 31,071 20,172 10,898
346.2 FPC Debary Misc (oid) 346.2 20.0000%  20.0000% - - -
346.3 FPC Debary Misc (oid) 346.3 14.3000% 14.3000% - - -
1,839,147 1,313,441 625,705

Higgins Peaking




346
346.2
346.3

Structures & Improvements

Fuel Holders, Production and Accessories

Prime Movers

Generators

Accessory Electric Equipment

Misc. Power Plant Equipment
Miscellaneous Equipment - 5 Year Amort
Miscelianeous Equipment - 7 Year Amort

Total Higgins Peaking

New Old

Book Book
Depreciation Depreciation

Rate Rate
1.3700% 0.2000%
2.0300% 5.5700%
-0.5500% 1.0000%
0.0300% 0.2000%
0.0000% 0.0000%
-4.6600% 3.9000%
20.0000%  20.0000%
14.3000%  14.3000%
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New Rates Old Rates Variance

Total Total Total
Depreciation Depreciation Depreciation
Accrued Accrued Accrued

(60,858) 110,651 (171,508)
792 5,280 (4.488)
(13,275) 11,110 (24,386)
(73,341) 127,041 (200,382)
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New Rates Old Rates Variance
New Old
Book Book Tolal Total Total
Depreciation Depreciation Depreciation Depreciation Depreciation
Rate Raté Accrued Accrued Accrued
Bartow Peaking
341  Stuctures & Improvements 2.0600% 0.3800% - - -
342 Fuel Holders, Production and Accessories 3.9800% 3.3100% 71,350 59,339 12,011
343  Prime Movers 5.0800% 3.3100% 33,269,192 21,677,367 11,591,825
344  Generators 2.3400% 0.4200% 173,319 31,108 142,210
345  Accessory Electric Equipment 2.2700% 0.2700% 48,093 5,720 42,372
346 Misc. Power Plant Equipment 0.6400% 4.2800% 2,858 18,111 (16,253)
3462  Miscellaneous Equipment - 5 Year Amort 20.0000%  20.0000% - - -
346.3  Miscellaneous Equipment - 7 Year Amort 14,3000%  14.3000% - - -
Total Bartow Peaking 33,564,811 21,792,646 11,772,165
Intercession City Peaking (Old) -
341 Structures & Improvements 6.2000% 2.9500% 233,066 110,894 122,172
342  FuelHolders, Production and Accessories 10.2000% 3.3900% 509,216 169,239 339,976
343  Prime Movers 9.7700% 2.6300% 2,310,827 622,055 1,688,772
344 Generators 6.4000% 2.3800% 301,886 112,264 189,622
345  Accessory Electric Equipment 6.6600% 2.6300% 222,542 87,881 134,661
346 Misc. Power Plant Equipment 6.1800% £.6000% 58,598 63,099 5,500
3462  Miscellaneous Equipment - 5 Year Amort 20.0000%  20.0000% - - -
346.3  Miscellaneous Equipment - 7 Year Amort 14.3000%  14.3000% - - -
Total Intercession City Peaking (Oid) 3,636,136 1,155,432 2,480,704
Rio Pinar Peaking
341 Structures & Improvements 3.2700% 1.4600% - - -
342  Fuel Holders, Production and Accessories 4.7700% 1.1300% 888 888 0
343 Prime Movers 2.2000% 2.4500% 47,135 52,491 (5,356)
344 Generators 3.7500% 0.0000% 16,150 - 16,150
345  Accessory Electric Equipment 6.9400% (.8900% 35,049 4,495 30,554
346  Misc. Power Plant Equipment 13.0900% 1.9400% 4,238 628 3,610
3462  Miscellaneous Equipment - 5 Year Amort 20.0000%  20.0000% - - -
346.3  Miscellaneous Equipment - 7 Year Amort 14.3000%  14.3000% - - -
Total Rio Pinar Peaking 103,461 58,502 44,959
Suwannee River Peaking
341 Structures & improvements 1.4500% 1.6100% - - -
342 Fuel Holders, Production and Accessories 4.2100% 3.2000% 170,266 129,419 40,848
343  Prime Movers 2.2100% 2.1200% 412,138 395,354 16,784
344  Generators 1.5300% 1.3800% 76,823 69,291 7,532
345  Accessory Electric Equipment 2.2100% 1.7300% 47,104 36,873 10,231
346  Misc. Power Plant Equipment 0.6800% 4.2900% 1,091 6,885 (5,793)
3462  Miscellaneous Equipment - 5 Year Amort 20.0000%  20.0000% 248 248 -
346.3  Miscellaneous Equipment - 7 Year Amort 14.3000%  14.3000% - - -
Total Suwannee River Peaking 707,671 638,070 69,601
Tumer Peaking
341 Structures & Improvements 2.0100% 3.2000% - - -
342  Fuel Holders, Production and Accessories 6.9400% 1.8300% 281,171 74,142 207,030
343  Prime Movers 0.7800% 2.7400% 104,950 368,669 (263,719)
344  Generators 3.4800% (.9000% 160,481 41,504 118,977
345  Accessory Electric Equipment 4.0600% 2.2300% 95,909 52,679 43,230
346  Misc. Power Plant Equipment -2.7300% 4.8200% (7,326) 12,935 (20,262)
346.2  Miscellaneous Equipment - 5 Year Amort 20.0000%  20.0000% - - -
346.3  Miscellaneous Equipment - 7 Year Amort 14.3000%  14.3000% - - -
Total Turner Peaking 635,185 548,929 85,256
Intercession City Peaking (New)
341 Structures & Improvements 2.7300% 3.5900% 257,041 338,014 (80,973)
342 Fuel Holders, Production and Accessories 3.6300% 4.5600% 293,730 368,983 (75,263)
343 Prime Movers 3.6800% 4.5200% 2,249,316 2,762,746 (513,431)
344 Generators 2.6900% 3.7200% 478,354 661,515 (183,161)
345  Accessory Electric Equipment 2.9300% 3.9300% 152,017 203,900 (51,883)
346  Misc. Power Plant Equipment 2.6800% 4.7300% 28,195 49,761 {21,567)
3462  Miscellaneous Equipment - 5 Year Amort 20.0000%  20.0000% o - -
346.3  Miscellaneous Equipment - 7 Year Amort 14.3000%  14.3000% - - -
Total Intercession City Peaking (New) . 3,458,652 4,384,919 (926,268)
University of Florida
341 FPC Univ. of Fla. Struct & Improv 341 1.9100% £.0500% 124,936 330,327 (205,392)
341 FPC Univ. of Fla. Struct & Improv 341-346.1-(118) 2.6800% 6.1100% 67,837 154,659 (86,822)
34 Structures & improvements 0.0000% 0.0000% - - -
342  Fuel Holders, Production and Accessories 2.6800% 6.7400% 192,855 485,017 {292,162}
343  Prime Movers 3.6500% 6.6700% 697,084 1,273,849 {576,765)
344 Generators 1.8900% 5.1100% 67,304 181,971 (114,666)
345  Accessory Electric Equipment 2.1500% £.4500% 118,265 299,789 (181,524)



76 346  Misc. Power Plant Equipment
77 3462  Miscellaneous Equipment - 5 Year Amort
78 3463  Miscellansous Equipment - 7 Year Amort

79 Total University of Florida
80
81 Gas Conversion Sites

82 341-346.1 Structures & Improvements

83 3462  Miscellaneous Equipment - § Year Amort
84 3463  Miscellaneous Equipment - 7 Year Amort
85 Total Gas Conversion Sites

New

Book
Depreciation
Rate

1.8800%
20.0000%
14.3000%

20.0000%
0.0000%
0.0000%

Cld

Book
Depreciation
Rate

§.8600%
20.0000%
14.3000%

20.0000%
0.0000%
0.0000%
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New Rates Old Rates Variance
Total Total Total
Depreciation Depreciation Depreciation
Accrued Accrued Accrued

18,718 59,339 {40,621)
1,287,000 2,784,951 (1,497,952}
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New Rates Old Rates Variance
New Old
Book Book Total Total Total
Depreciation Depraciation Depreciation Depreciation Depreclation
Rate Rate Accrued Accrued Accrued
Intercession City - Siemens
Structures & Improvements 4.3400% 4.1300% 54,003 51,390 2,613
Fuel Holders, Production and Accessories 5.2300% 5.1200% 78,717 77,061 1,656
Prime Movers 5.3500% 4.6800% 752,871 658,586 94,285
Generators 4.3600% 4.1500% 116,154 110,559 5,595
Accessory Electric Equipment 4.7500% 4.3200% 172419 156,810 15,608
Misc. Power Plant Equipment 4.3000% 5.6700% 8,093 10,671 (2,578)
Miscellaneous Equipment - § Year Amort 20.0000%  20.0000% - - -
Miscellaneous Equipment - 7 Year Amort 14.3000%  14.3000% - - -
Total Intercession City - Siemens 1,182,257 1,065,079 117,178
Tiger Bay
Structures & Improvements 1.8700% 2.8200% 194,971 294,021 (99,050)
Fuel Holders, Production and Accessories 2.5200% 4.7300% 82,461 154,777 (72,317)
Prime Movers 2.2100% 2.5400% 1,136,100 1,304,594 (169,495)
Generators 1.8700% 4.2000% 206,380 463,526 (257,147)
Accessory Electric Equipment 2.3800% 2.1900% 128,578 118,313 10,265
Misc. Power Plant Equipment 1.7700% 4.3300% 28,591 69,942 (41,351)
Miscellaneous Equipment - 5 Year Amort 20.0000%  20.0000% 10,458 10,458 -
Miscellansous Equipment - 7 Year Amort 14.3000%  14.3000% - - -
Total Tiger Bay 1,786,538 2,415,632 (629,094)
Hines #1
Structures & Improvements 3.5500% 2.1500% 1,550,345 938,941 611,404
Fuel Holders, Production and Accessories 4.2600% 4.7300% 870,456 966,492 {96,036)
Prime Movers 4.3200% 3.1800% 6,993,077 5,147,682 1,845,395
Generators 2.7500% 8.3500% 1,232,215 1,501,081 (268,847)
Accessory Electric Equipment 3.8500% 2.5900% 845,770 568,972 276,797
Misc. Power Plant Equipment 3.0700% 4.0300% 117,260 153,927 (36,668)
Miscellaneous Equipment - 5 Year Amort 0.0000% 0.0000% 12,037 13,537 (1,500)
Miscellaneous Equipment - 7 Year Amort 0.0000% 0.0000% - - -
Total Hines #1 11,621,159 9,290,613 2,330<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>