
ELECTRIC FUELS CORPORATION 

A n n u a l  M a r k e l  Pr ice Adlustmen1 
Fourlh A m e n d m e n f  to l h a  Coal Supply 
Agreemen1 b r h v e e n  EFC a n d  FPC 

Comoonenl Reference 

FIXED 

CPI -u  Bureau of Labor Stalktics 
CPI-Table 1 

RCAF-U Associalion of American 
Railroads forecasl (AAR) 
ICC 
approved (ICC) 

PPI-All Commodi l ie Bureau of Labor Slalislics 
PPI-Table 6 

AHE-Tolal Private Bureau of Labor Slalislics 
Employment h Earnings 

Avg Hourly Earnings. Table 7 

PPI-#2 Oiesi i l  Fuel Bureau of Labor Slalislics 
PPI-Table 6.0573-03 

TOTAL WEIGHTED % CHANGE 

River: WWU Tax 

Offshore Componenl===:> 

Zach annual percent change shall bs  
weighled and lhen added logether. 

CONFiD EN TiA L 1 

02/24/03 

0151 P M  
DJC 

Ac tua l  % Change Annual ized 

- 1993 1994 1995 1997 - 1999 _. 2000 - 2001 2002 +. __ 1998 

299% 256% 283% 295% 229% 156% 2.21% 336% 285% 164% 

154% 126% 357% 233% 000% -251% 0 0 0 %  566% 113% -2 16% 

2.36% 2 50% 297% 323% 372% 4 16% 360?i 378% 422% 321% 

$2300 $2300 $2331 $2330 $2307 $253! $2525 $2393 $2524 $2922 $2908 $2877 
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Progress Energy Florida, Inc. 
Audit Docket 02000 1-E1 
Response to Audit Document Request No. 5B 
Date of Request: 0311 3/03 
Date of Response: 03/14/03 

1. Please state who agreed to the use of the Bureau of Labor Statistics “Advance” rates, 
rather than the Preliminary or Final, for the calculation of the benchmark price 
escalation each year. 

Response: 
The calculation of the benchmark price escalation each year actually uses the “first 
published" factor, which is considered the preliminary (rather than advance of final) 
factor. Historically, the “first published” factor has been used in most con&cts that 
carry escalations. This methodology was verbally agreed upon by FIGPU, 0P.G and 
Staff in 1993 and subsequently at annual meetings in Tallahassee between 

2. Please provide access to the record by year of the calculations made b 
Energy FloridaElorida Power Corp andor Progress Fuels CorpElectri 
for the five specific indexes which compose the benchmark escalation 
Please include the weight assigned to each specific index for purposes of c 
the composite index. 

Response: 

Attachments A through G provide monthly indexes fiom January 1996 through 
December 2002. Attachment H provides the percentage change in each applicable 
index as monthly data is no longer available. 

Please see attachments A through H, which are all marked “Confidential”. 
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ELECTRIC FUELS CORPORATION 
Avangs Indlcss - FPC Walsrboma Rah 

2002 Rals 

Waterborne rate esllmaled based upon YTD average Indlcss. 

Jan-Ol 

FIXED 10% 

CPI-u 20% 175.1 

RCAF-U 20% 

PPI-ALL COMMDDITIEC 20% 138.8 

AHE-TOTAL PRIVATE 10% 14.02 

PPI42 DIESEL FUEL 96.6 

100% 

175.8 

136.5 

14.10 

93.4 

176.2 

107.6 

135.9 

14.17 

86.3 

Par-OJ 

176.9 

136.3 

14.22 

84.7 

177 .I 

136.6 

14.26 

89.8 

Jun-Ol 

178.0 

107.9 

135.7 

14.29 

92.6 

1 CONFlDENTlA L I 

WATER RATE AVERAGE 
2002 VariaQca 
I 

J u l - O l A u a - o l S e p - O l - N o v - O l D s c - O l - m m X C W G  2001 

177.5 177.5 178.3 177.7 1n.4 176.7 177.1 172.2 2 85% 

107.8 107.6 107.7 1062 1.41% 

133.9 133.5 133.4 130.2 130.1 128.0 134.1 132.6 1.13% 

14.35 14.38 14.45 14.47 14.52 14.61 14.32 13.74 4.22% 

85.0 80.9 91.2 754 74.4 56.2 839 93.1 

TOTAL WEIGHTED AVERAGE PERCENT CHANGE $2922 $29.08 ($0.14) 

0.23 0.23 --- Walemay User Tax 

Total Walsrboms rats $2945 $29.31 (50.14L -- 
Nole: 2002 Rals calculallon Is basad on ZOO1 YTDAveraga Indlces. $14.67 $14.60 -- Ollshors rals - 50.2% 
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ELECTRIC FUELS CORPORATION 
Average Indices - FPC Waterborne Rate 

2001 Rate 
[ CONFlDENTlAL 

Waterborne rata estimated based upon YTD average indices. 
YTD WATER WATER 

TOTAL TOTAL AVG RATE RATE 
2001 Variance - ~ - -  Jan-00 Feb-00 Mar-00 ARr-00 May-00 Jun-00 Jul-00 Aua-00 Sep.00 Oct-00 Nov-00 Dec-00 AVGOO AVG 99 % CHG 

FIXED 10% 

CPI-u 20% 1688 169.8 171.2 171.3 171.5 172.4 172.8 172 8 173.7 174 0 174.1 174.0 172.2 166.6 3.36% 

RCAF-U 20% 105.0 105.0 106 2 108 5 106.2 101.2 4.94% 

PPI-ALL COMMODITIES 20% 128.3 129.8 131.0 130.7 131.6 133.3 133.2 132.9 134.5 135.1 134.6 135.7 132.6 125.5 5.66% 

AHE-TOTALPRIVATE 10% 1350 13 53 13.60 13.64 13.65 13.71 13.76 13.80 13.83 13.89 13.94 14.01 13.74 13.24 3.78% 

PPI-#2 DIESEL FUEL 20% 76.0 85.4 90.2 84.3 83.6 85.5 87.9 91.4 108.9 109.2 110.5 104.7 93.1 57.1 63.05Y~ 

100% TOTAL WEIGHTED AVERAGE PERCENT CHANGE 15.78% $25.24 $29.22 93.98 

0.23 0.23 - Waterway User Tax 

Total Waterborne rate $3.98 $25.47 $29.45 

. .  
Note: 2001 Rata calculatlon Is based on 2000 YTD Average lndlces. 

Indices are first published, except far CPI-U which are revised for Jan-Aug.2000 
Offshore rate - 50.2% $12.67 $14.67 $2.00 



ELECTRlC  FUELS CORPORATION 
Average lndlces - FPC Waterborne Rate 

2000 Rate 
1 CONFIDENTIAL I 

FIXED 10% 

CPI-u 20% 

RCAF-U 20% 

PPI-ALL COMMODITIES 20% 

AHE-TOTAL PRIVATE 10% 

PPI#2 DIESEL FUEL 20% 

100% 

M D  WATER 
TOTAL TOTAL AVG RATE 

Jan-99 Fek-99 Mar-99 Apr-99 May-99 Jun-99 Jut-99 Aua-99 Sep-99 Ocl-99 Nov-99 Dec-99 AVG 99 AVG 96 oh CHG a 

164.3 164.5 165.0 166.2 166.2 166.2 166.7 167.1 167.9 168.2 168.3 168.3 166.6 163.0 2.21% 

99.3 100.2 101.1 104.3 101.2 99.8 1.40% 

123.2 122.4 122.8 123.5 124.5 125.1 125.5 126.8 128.0 127.9 128.4 128.0 125.5 124.4 0.88% 

1304 13.0 13.1 13.1 13.2 13.2 13.3 1 3 3  13.4 13.4 13.4 13.5 13.24 12.77 3.68% 

39.7 37.0 42.6 53.1 53.0 53.8 60.8 65.6 67.5 6 5 9  71.5 74.9 57.1 47.2 20.97% 

TOTAL WEIGHTED AVERAGE PERCENT CHANGE 123.93 

Waterway User Tax 0.23 

Total Waterborne rate $24.16 
c__ 

WATER 
RATE 

Variance 

. .  
$25.24 $1.31 

Nofe: 2000 Rate calculallon Is based on 1999 YTD Average Indices. Offshore rate - 50.2% - _ _ _ ~  $12.01 $12.67 $0.66 --- Indices are first published. 



ELECTRIC FUELS CORPORATION 
Average lndlces - FPC Waterborne Rate 

1999 Rate 
[C ONFJDENTIA L) 

FIXED 10% 

CPI-u 20% 

RCAF -U 20% 

PPI-ALL COMMODITIES 20% 

AHE-TOTAL PRIVATE 10% 

PPI42 DIESEL FUEL 20% 

100% 

M D  WATER WATER 
TOTAL TOTAL AVG RATE RATE 

Jan-98 Feb-98 Mar-98 Am-98 May-90 Jun-98 Jul-98 Auq-98 Sew98 Oct-98 Nov-98 Dec-98 AVG 90 AVG 97 % CHG 1998 __ 1999 Variance 

161.6 161.9 162.2 162.5 162.8 163.0 163 2 1634 1636 164 0 164.0 163.9 1630 1605 1.56% 

99.6 99.8 100.3 99.6 99.8 100.3 -0.50% 

125.5 125.1 124.5 124.7 1249 124.8 124 8 124.2 123.9 124 0 123 5 122 7 124.4 127.6 -2.51% 

12.51 12.60 12.63 12.67 12.73 12.74 12.79 12.86 12.86 12.88 12.93 12.98 12.77 12.3 4.16% 

54.2 51.3 47.6 49.9 50.4 45.0 44.1 44.1 48.3 46.9 45.9 30.9 47.2 64 4 -26.71% 

TOTAL WEIGHTED AVERAGE PERCENT CHANGE $25 25 

Note: 1999 Rate calculaflon Is based on 1998 YTDAverage Indices. 
Indices are first published. 

Waterway User Tax $0.23 

Total WatErbOrne rate ~ 2 5 . 4 8  

Offshore rate - 50.2% 

$23.93 ($1.32) 

0.23 
~~ 

c__- $24.16 ($1.321 
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ELECTRIC FUELS CORPORATION 
AVERAGE INDICES - FPC WATERBORNE RATE 

1997 

FIXED 

CPI-u 

RCAF-U 

M D  WATER 
TOTAL TOTAL AVG RATE 

Jan-97 Feb-97 Mar-97 Apr-97 Mav-97 Jun-97 Jul-97 Auq-97 Sew97 Oct-97 Nov-97 Dec-97 AVG97 AVG96 % CHG 
.. 

10% 

20% 1591 1596 1600 1602 1601 1603 1605 160.8 161 2 161 6 161 5 161.3 1605 1569 229% 

20% 101 0 100.7 100 0 9 9 6  1003 98.4 193% 

AHE-TOTALPRIVATE 10% 12.06 12.09 12.15 12.14 12.19 12.22 12.23 12.29 12.34 12.41 12.47 12.48 12.26 11.82 3.72% 

PPI#2 DIESEL FUEL 20% 73.1 72.4 6 5 9  65.9 64.1 60.9 67.8 61.7 61.4 64.9 66.1 59.0 64.4 70.2 -8.26% 

100% 
Indices Firs1 Published 
RCAF rebased 4 Q 1997 

TOTAL WEIGHTED AVERAGE PERCENT CHANGE -0.44% $25.36 

Waterway User  Tax 0.23 

Total Waterborne rate $25.59 

Offshore rate - 50.2% $12.73 

WATER 
RATE 
1998 

$25.25 

0.23 

$25.48 

$12.68 

. '. 



ELECTRIC FUELS CORPORATION 
AVERAGE INDICES - FPC WATERBORNE RATE 

1996 
CONFIDENTIAL 

M D  WATER WATER - 
TOTAL TOTAL AVG RATE RATE 

Jan-96 Feb-96 Mar-96 wav-96 Jun-96 Jul-96 Auq-96 Sep-96 Ocl-96 Nav-96 Dec-96 AVG 96 AVG 95 % CHG 1996 I_ 1997 

FIXED 10% 

CPI-u 20% 

RCAF-U 20% 

PPI-ALL COMMODITIES 20% 
rebased 

AHE-TOTAL PRIVATE 10% 

PPI42 DIESEL FUEL 2x4 

100% 
fndices Firs1 Published 
RCAF rebased 4fh Q 1997 

154.4 154.9 155.7 156.3 156.6 156.7 157.0 157.3 157.8 158.3 158.6 158.6 156.9 152.4 2.95% 

107.4 

126.1 1259 126.4 127.5 128.2 127.9 127.8 128.1 128.0 127.9 128.1 1288 127.6 124.7 

1166 11.65 11.68 11.72 11.75 11.82 11.80 11.87 11.92 11.91 11.99 12.05 11.82 11.45 

62.2 59.1 62.5 75 5 73 9 65.0 67.0 69.6 73.6 80.3 77.0 768 70.2 57.0 

111.6 1086 IO6 3 107.4 109.2 
96 3 97 3 98 9 101.1 9a 4 

TOTAL WEIGHTED AVERAGE PERCENT CHANGE 

Walenvay User Tax 

Tala1 Waterborne rate 

Offshore rate - 50.2% 

1.12% 

2.33% 

3.23% 

23.16% 

$23.87 $25.36 

0.23 0.23 ___ -- 
. $24.10 $25.59 
I__II 
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ELECInlC FUELS CORPORATION 
Annual Markcl Prlcc AdjuiImcnI 
Fourili Amondmml l o  Ure C o d  Supply Agmentonl 
brhrrrn EFC and FPC 

Componmd 

FIXE0 

CPI-u 

RCAF-U 

BefermncQ 

Bureau 01 Labor S@llsllcs 
CPI-Tabla 1 

Assoclallon of Amerlcan 
Railroads loracasl (MR)  
C C  
mpproved (ICC) 

74 Change Annuallzed ' 
Aclual 

l s s j m  1996 1997 
3 

PPI-AI Commodlllea Bu;aeu of Labor Slallsllcr 1.54% 
PPI-Tabla e 

2.2Q% 1.56% 2.21% ZQ9% 2.56% 2.03% 2.95% 

2.62% 2.46% 2.97% 1.12% 1.93% -0.50% 1.40% 

AH€-Total  Prlvale Bureau of Labor S(allsllcs 2.36% 
Employmen16 Earnlngs 
hvg Hourly Earnlngs, Table 1 

PPI42 Dhrd Furl Bureeu or Labor S l a l l ~ l l ~ ~  
PPI-Tablm 6,0573-03 

TOTAL WElGHfED X WAN 

ech innual pcrcenl change shall be welghlad 
ind llion added logahor. 

. 
3 -  
. Q  

r , '  
L" 

1.26% 3.57% 2.33% o.oon -2.51% 

2.58% 2.97% 3.23% 3.72% 4.16% 

0.88% 

3.68% 

2!Ma 

w 
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43 
DISCLOSURE NO. 2 

SUBJECT: WATERBORNE COAL TRANSPORTATION COSTS. 

STATEMENT OF FACT: 

In FPSC order PSC-93-1331-FOF-EIY the Utility was authorized to use a base year waterborne 
transportation cost of $23 .OO, effective January I , 1993. This per-ton price was to be escalated each 
year on a weighted average of the change in five economic indexes published by the US Bureau of 
Labor Statistics (BLS). We were told by the Utility that the BLS adjusts each quarterly index three 
times (preliminary, advanced and final). On the BLS website and in other computer databases, each 
set of numbers is overwritten by the following set of numbers. According to the Utility, the FPSC 
Staff, Florida Industrial Power Users Group and the Office of Public Counsel had agreed to use the 
preliminary numbers. 

AUDIT OPINION: A Utility representative stated that the change in indexes and the subsequent 
change in the per-ton transportation price is agreed each year between the Utility and FPSC Staff. 
Since the preliminary index amounts are no longer available, we were not able to independently 
verify the accuracy of the annual changes. 

We did recalculate the 1993 through 2002 benchmark prices using the same preliminary data that the 
Utility used and determined that the Utility’s mathematical calculations were correct. 

We also recalculated the annual changes to the bench mark price using the published final index 
numbers and compared the ending benchmark price to the price the Utility used for 2002. The only 
exception was 2002, for which only preliminary index numbers were available at the time. The effect 
of using final instead of preliminary index numbers for 1993 through 2002 yielded a higher 
benchmark price than the Utility’s price. This difference multiplied by the tons of waterborne coal 
received by Progress Energy Fuels in 2002 yields an underpayment difference of $5,591,708. 

The periodic increases in the cost per gallon of the waterway user tax was analyzed and verified using 
published information. We were not able to determine the accuracy of the original per ton equivalent 
used in the base year cost effective at January 1 , 1993, All subsequent increases were determined 
to be accurately computed. 

AUDIT CONCLUSION: We were not able to verify the current benchmark price using the 
preliminary index amounts. However, the current amount is less than what it would be if final index 
numbers were used. 

-4- 
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+- FLORIDA POWER CORPORATION 
Analysis of Waterborne Coal Transportation: Per-Ton Costs 

AS OF 12/31/02 71 I 

Dkt02000 1 -E1 
Purnose: Verify that per-ton costs and escalators were mathematically accurate since 1992. 

Basic Benchmark Der-ton Drice: 
I A -..5 w 

r L T h e  original price was $23.00 per ton, based on $34,546,039.38 divided by 1,502,244 tons. 

Escalators in Use: 

The escalators which the Utility says it has used are: 

1. Consumer Price Index - Urban 

2. Producer Price Index 

,, l, .,' 3. Average Hourly Earnings index 
I i '  

1 '  , 
. . ,.-- * .  
\ 1 4. Rail Cost Adjustment Factor - Unadjusted (measures the rate of inflation in railroad inputs). 

I 
j 
i 

5. Producer Price Index - Number 2 diesel fuel 

Note: These agree with E-Mail from Bernie Windham, FPSC engineer. 

Escalator Percentapes: 

1. Percentages for a given quarter are calculated at three monthly points. 

a. Preliminary - available 30 days after the end of the quarter. 

b. Advanced - available 60 days after end of quarter 

(6  -5\- 

i' 
3, 1 c. Final - available 90 days after end of quarter 

2. For example, the preliminary rate for the 4Ih quarter of 2002 would first be available on 
January 30,2003. The advanced rate would be available on February 28,2003. The 
final rate would be available on March 31,2003. 

3. According to the Utility, the rates are available on the Bureau of Labor Statistics' internet 
web site. As each successive set of numbers become available, the preceding numbers 
are not saved historically, but are overwritten by the new numbers. This feature of the 
web site makes the previous numbers non-retainable unless recorded off-line. 

4. According to Utility, the preliminary numbers were those which were used to calculate the 
escalators of the benchmark price. 

Auditor Comments: < 

, o  -sG 1. I need to know what weight is assigned to each factor to calculate the weighted change from 
one year to the next. I" 
2. 1 would also need some independent, verifiable source of information to determine whether 
the factors, rates of change and weights are accurate in order to arrive at the escalated, bench- 
mark, water-bome, per-ton price of coal for the years 1993 through 2002. 

Conclusion: None drawn. Provided for information only. 

/ \ / 
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II 
Progress Energy Florida, Inc. 
Audit Docket 020001 -E1 
Response to Audit Document Request No. 5B 
Date of Request: 03/13/03 
Date of Response: 03/14/03 

Please state who agreed to the use of the Bureau of Labor Statistics “Advance” rates, 
rather than the Preliminary or Final, for the calculation of the benchmark price 
escalation each year. 

Response: 
The calculation of the benchmark price escalation each year actually uses the “first 
published” factor, which is considered the preliminary (rather than advance or final) 
factor. Historically, the “first published” factor has been used in most contracts that 
carry escalations. This methodology was verbally agreed upon by FIGPU, OPC and 
Staff in 1993 and subsequently at annual meetings in Tallahassee between the parties. 

2. Please provide access to the record by year of the calculations made by Progress 
Energy FloridalFlorida Power Corp andor  Progress Fuels CorpElectric Fuels Corp 
for the five specific indexes which compose the benchmark escalation factor by year. 
Please include the weight assigned to each specific index for purposes of calculating 
the composite index. 

Response: 

Attachments A through G provide monthly indexes from January 1996 through 
December 2002. Attachment H provides the percentage change in each applicable 
index as monthly data is no longer available. 

Please see attachments A through H, which are all marked “Confidential”. 

. -. .-___.- -. pa c 
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ORDER NO. PSC-9 -FOF-E1 
DOCKET NO. 9300 
PAGE 5 

- 
1 

the April - Se 1993 period at the February 1993 hearings 
represents 3 1 4  e payment to DOE r e q u i r e d  f o r  1993. The - 
remainder of th 

suppliers which e an increase or decrease in EFC's water-borne 
transportation not in effect as of December 31, 1992. 7-d 
d 

iver plant site. 
tation to the up- 

river barge 
1 ,  Gulf  barge 
and assist tug. 

Florida Po 

determine whe 
t h e  f u e l  clau 

c o s t s  are appropriate for recovery through 







- 
(011011911 Psrssntage Base Ptrc.nPg. Pers."tlga PUCe"tage Perccnlage Parcsntage Percentage Parcenlngs Persentage PWCc"tage 

Change Chrngs Chang. Change Change Change Change Change Change 
By year 1994 By year 1995 By year 1996 Byycar 1997 By year 1998 By year 1999 BY year 2000 By year 2003 Byytar 2002 component 

Fixed 

:onsumer Pncs Index-U 

3a l  Cost AdlusL Fartor 

Voducer Prke Index-All 

4verage Hourly Eamingr 

'2 Diesel Fuel 

. . . . . . . . . . . . . . . . . . . .  
owoox ow O D w O %  ow o m %  O W  o w w x  ow 0.03 

0.w 

0.00 

0.00 

0.00 

OM1 

0 Ww% 

ERR 

ERR 

ERR 

ERR 

ERR 

0.W 

0.W 

0.W 

0.w 

OM) 

ow 

O . W %  

ERR 

ERR 

ERR 

ERR 

ERR 

000 

0.W 

ow 

O W  

ow 

o w  

123 32 
$0 23 

0.mx 

ERR 

ERR 

ERR 

ERR 

ERR 

0.W 

163.W 

99.80 

124.40 

12.77 

4720 

123.92 
$0 23 

OW o m %  ow o m %  ow ODMXrx 

15240 29528% 15690 22945% 16050 15576% 

107 40 4 1799. & 98 40 19309% 1W 30 -0 4985% 

124 70 2 32569(\3/127 60 0 Woo% 127 60 -2 5078% 

1145 32314% 1182 37225% 1226 41599% 

57W 231579% 7020 -82621% M 4 0  -267081% 

C) 
22086% 16660 

14028% 101 20 

08842% 125.50 

36805% 1324  

20 9746% 57.10 

5.6574% 132.60 1.1312% ~ 1 3 4 . 1 0  -2.1626% 131.20 

3.7764% 13.74 4.2213% 14.32 

63.04'73% 93.10 -9.BB18X 83.90 

Adual calc results in 3.35 

Change h m  zW1-2W2 in RCAF is due lo rebaring. 
No1 all ycan are mbased. Total net eKed of rebase 

6 in 2 W 2 ~ 1  changes FPC %I" 
d 

($"~?r 2w1 -2w2. Fpc states me ebove as 1n.o. men user 
177.1 in 2OC-2001. Changes one percenl or lhc oher. 
Use of 177.1 in 2001 pduees 1 .%% hsltead ol1.64%. 

L- - 

eriflcation of Escalated Price with WaterWsy U s e  Tax and Mfshore Pewcntaaqe: 

ota l  of 8adc  Components perrudt S23.W $23.31 
H c c t  af Waterway Use UX w.05 $0.19 __ - 
>La1 of Bark Components and WWU Tax 123 50 

>PI Of Bark Componsnts $23.03 523.31 

$23 05 

Yect of Offshore Component 50.20% 50.20% - ___ 
mI of Bar ic6 Tar X W h o m  per audit 
i l a l  of Basic h Tar X Gfirhorc per FPC 

irccountcd Differ" 116-7 ($0.00) 

$11.55 51 1.70 
$11.70 

$0.00 
>2 - 

______E ======= _______ 
ndnorr Notes: 

123.90 12528 125.16 
50.23 10.23 10.23 

S24.99 
10.23 

$25.22 
- 

128.49 
$0.23 

128.72 
- 

128.23 
$0.23 

127.91 
sc.23 

123.55 

123.32 
50.20% 

124.13 

123.90 
50.20% 

125.51 

I2528 
5020% 

$25.39 

525.16 
5020% 

124.15 

123.92 
50.20% 

126.46 $2814 

12721 
50.20% 

114.01 
$14 44 

- 
$24.99 

M.ZQ?A 
128 49 $28.23 

50.20% 5020% __ - 
$14 30 $14.17 
114.67 $1460 - - 

$1 1.71 
111.70 

S12.W 
511.98 

112.69 
112.73 - 
(50.04) 

==_TI== 

1O.Ol 

. The indexes by year U n i  are mmpated lo each omer fm p'cenlage change. are based On averages mmughout me mmms of each yew. 
The sstiirl y-snd a-ge Im which index intormation has been provlded IS 1995. 1593 and 1994 information war not induded. 
The percentage changes by year are eqvessed as (*o decimal pia-s by FPC. The adllal pelhentagc changes can be erprcssed to as many as eighldedmal p l a w  in some yean. 
Swne -!ages we= diUerm( horn year lo year because 10me beginning end ending "tilily numDerS for lhe m e  yeas were dimemi. 
Same indexes are no1 consislentiy staled hom yearm year. The cause is eimw rebaring of lhe RCAF i n d u  wmamematid emrr in calculating me percentage changes. 

AN. FPC doEumentaeon pmvldcd born Electnc Fuels Com dodrec 1D5B. 



Calculallon of Weighted Faelom 
Cakulations by Utility 

Unaccounted Difference 

(CY 1934) 
Factom Esca1;rled 
By ysar Y.rr -- 

000% O w o w %  
256% 0 5 1 2 m  
246% 049200% 
126% 025Xa% 
258% 025800% 

-772% -1 5um 

9.03000% 
4.03oooX 

4.wwo.x 

- 
- - 

(CY 1095) 
Factors €scalded 
By p a r  Year -- 
O W A  OooWOX 
203% 056MYr* 
297% 0594WX 
357% 0714WX 
297% 0297WY 
142% 02B(00% 

2 45500% 
2 46oooy 

4 W500.A 

- 
- 
__= 
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Conclunon: The Utility has apparently used We wsighled rrsngc of We facton m salculatc tho annual crulalion of lha benchmark price. Accepl the Utility CaicuIaUon of lhs bsnshmrrk price. 
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PORTATION COSTS F W -  3//9/.3 

Dkt020001 -E1 

rmation is based on identifiable and 
provable indexes, changes by year and percentage changes. 

Work Performed: Issued document request 5,5A, and 5B. The response to doc/rec 5 included a set 
/O'<of definitions of the indexes used in the composite index for price escalation and a calculation of 

percentage changes. The calculation was scanned for reasonableness and returned to the Utility. 

After deciding that more research was needed, 5A was issued. The FPC response to 5A stated the 

through the end of 2002. The table was marked confidential and has been maintained accordingly. 

Auditors wrote dodrec 5B to obtain greater detail of the calculation of the indexes by year, and the 

10 s(a- origin of the $23 per ton benchmark price and showed a table of percentage changes from 1993 

"-" weighting of each for the purposes of determining the escalation of the benchmark price. 

zf$, Various internet web-sites were accessed to extract and print data which can be used to verify to the 
year-by-year changes in the various indexes and the resulting composite index. YG"13 
Audit Observations: The supporting data provided by the Utility and recalculated by the auditor led 
to the following observations: 

1 0  -rA- 1. The Utility has used five indexes available from the US Bureau of Labor Statistics or the 
Association of American Railroads consistently since January 1, 1993. ' 

/&'-Y* 
f'z 

2.  By agreement with Staff, Public Counsel and the Florida Industrial Power Users Group, the 
Utility takes preliminary index numbers at January 30' of each year for each of these indexes. 

I 4 -n p %It uses these numbers to determine the percentage change in each index. 

3. The Utility then determines a weighted percentage change. It determines this change by 
multiplying the percentage change to each index by its appropriate weight. The weighted 
percentage change is then applied to the previous year per-ton cost to arrive at the present 
year per-ton cost, escalated according to the weighted average percentage change. 

-7 

4. The audit staff used the Utility's method of calculation and anived at the same weighted 
ercentage changes and per-ton costs each year as did the Utility. FPSC Order PSC-93-133 1- 

FOF-E1 specifies that the price will change each year by the amount of change in a comDosite 
index. The composite index, in tum, will change based on the changes in five specific 
indexes, each of which is weighted by a specified percent. '&$ 

1 PZ 
5. The indexes are published each year by the US Bureau of Labor Statistics (BLS). For 
example, the quarter-end indexes are published at Jan 30 as Preliminary (first published), 
then at Feb 28 as Advanced, and finally at March 3 1 as Final. On the BLS website, the 
previous numbers are overwritten by the succeeding numbers, according to the Utility, 

L)-b -9 

No formalized documentation existed to verify that the Utility was supposed to t s e  the 
Preliminary numbers each year as a means of determining the change in the benchmark price, 
Audit field staff undertook to use the numbers by year which were available on the various 
websites and data bases. Use of the Final nunbers as they are presented on the various 
websites yielded an underpayment difference of $5,591,708. 

' I 6  - 
1 '4 c 

L.l6 - 3  Conclusion: The Utility method of calculation conforms to the FPSC Order. Use of Final instead of 
'.arc, -7 Preliminary numbers from the Bureau of Labor Statistics and the Assn of American Railroads yielded 

an underpayment difference of $5,591,708. r 
I - 

SOURCE: WE 4-L l ead_  
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Detail of Rate Base Thirteen Month Avgs FPSC Total Average 

Plant in Service 36,637.717 7- 

Rate Ease Per Books Adjustments 
---___-_____--__________ 

0 36,637,717 
(21,861,307) 

14,776,410 

Accumulated Depr and Amort (21,861,307) + 0 -------------_--------- ........................ 
14.776,4 10 0 Net tlant In Service 

Lease Receivable - Locomotwe Investment 

0 1,689,690 
0 24,192,035 

25,681,725 0 25,881,725 

Current 1,689,690 
Long-Term 24,192,035 + 

........................ 
Total Locomotive 

40,658,135 0 40,658,135 Total Plant and Investment 
Working Capilal 

Total Average Rate Base 51,536,627 7 s  45 
&A (4,039,024) &:! 14,917,516 

36,619,111 14,917,516 
- L ---- d 
====e========;= ===-*========= ---*---------- --- ----- ----- 

Detail of Workina CaDital 

Current Assets: 
Cash 
Accts Recv 
Current Lease Recv 
InterCo Accls Rec 
InterCo Advances Recv 
InterCo Other REcv 
Inventory 
Prepaids 

Deferred Charges 

Current Liabilities: 
InterCo Accts Payable 
Accls Pay 
Advances from Progress 
Curr Porlion LTD 
Accrued Interest 
Accrued Liabilities 
FASB 106 
InterCo Other Payable 
Income Taxes Payable 

Net Working Capital 

Thirteen Month Avgs FPSC 
Per Books Adjuslmenls 

54,275 ? (54,275) (A) 
22,879,920 4 0 (E) 
1,689,690 4- (1,689,690) (C) 
394,514 7- (394,514) (D) 
123,945 7- (123,945) (E) 

0 0 
22,647,269F 0 

18,247p 0 ........................ 
47,807,880 (2,262,424) 

13.591+ (13,591) (F) 

47.821.471 (2,276,015) 

13,987,238 ?- 
18,325,592 i 
11,465,684 7- 
5,333,3337- 
228,254 7- 
75,997 
712,920 + 

0 
1,731,476t 

(394,514) (D) 

(I  1,465,684) (G) 
(5,333,333) (H) 

0 

0 
0 
0 
0 (e) 
0 

Total Average 
Rate Base 

0 
22,879,920 

0 
0 
0 
0 

22,647,289 
18,247 

45,545,456 
0 

45,545,456 

13,592,724 
18,325,592 

0 
0 

228,254 
75,997 
7 12,920 

1,731,476 

"> *I,' 

b r c , w q  sr4Tc she 

TO& \f ; (1 (r ,-"t...IV',? / 8 

(A) Remove remaining cash 

(E) Reclas InterCo advances payable to AIR ,tii'' 

(C) Recias current portion of Lease Recv ass& 
with EFC Locomotive investment to Long Te 

(D) Reclas inlerco N R  to N R .  

(E) Remove advances investments with PCH; EFC 
short term line of credit with PCH is interest bearing. 

,,.I 

FL ri d. J *'Y, 

_/ ../ 
____,_..l.l. .,._.I -------.-- '-.-.. ____ ?._ 

I .....,. --- y\ 

(F) Remove EFC unamortized debt placement fees 

(G) Remove advances from (investments with) PCH; EFC 
short term line of credit is interest bearing. 

(H) Remove current portion of long term debt 



WORKPAPER SHEET 
WP-24 

Audit the schedule which compares the revenue EFC would be allowed to earn using the 
regulatory "short-cut' method of CalcUlaIiOn compared lo actual revenue earned 

ts.7 (7) Based on thirteen-month averages calculated in the general ledger 

l(4) X (Wl 
(1) ( 2 )  (3) (4) (5) 4 (6) Weighted Avg 

Actual FPSC Adjusted cost cost Of Allocated o 
FFCs Ca- u3LRQQbAdlustments m E&!.? RakBasB Eta& 

Common Equity 1621,488,276j $0 - $21,488,275 41 5515% $21,414,22$ 12 00% 4 9861753% . I , i  LongTerm Debt $8,000,000? S5,319,7421r2)$13,319,74~f) 25 7561% $13,273,839 ) 6 21% 1 5994555% 
lShortTerm Debt-AdvfromProgress $11,465,6847 160 4 111,465,6847 22 1710% $11,426,171 . . 1 4 86% 10775092% 

Post 1970-Equity $0 $322,776 $322.776 0 6241% $321,664 12 00% 0 0748975% 
Investment Tax Cfedit $522,853? ($522,053) $0 00000% $OL"V 0 00% 00000000% 

-Debt $0 $200,077 $200,077 0 3669% $199,387 
i Deferred Income Taxes $4,910 2943- 50 $4 918 294 9 5104% $4,901,344 

6 21M 0.0240256% 
0.00% 0 0000000% d 

Total 

F 
1 Current portion of long-term debt 
2 EFC unamort debt placement fee$ 

5,333,333 7. 
(13.591)T 

$ 
Net Total 5,319,74& --_-__-_-_ __--_------ 

Per Per 
Internal Audit FPSC Audit 

(2- 
Rate Ease 51,536,627 00 0 00 51,536,627 00 

Overall Rate of Return 7 7600000% 7 7620631% .-__ 
@Q t-' After Tax Operating Income 1,063 24 4,000,305 504- 
L,s , 2 Tax (Currenl Deferred, ITC) 0 1,430,130 00 #- 

1 804,726 00 9- 0 1,604,72600 
2,163,003 00 3. 0 2,163,083 00 

0 294,838,561 00 ?- 

Deoreciation 

, 294,838.561 OO? 

i 
General i Administrative $5 1 Operatmg Expenses 

L Revenue Requirements 

Current Revenues 

Difference 

Revenue Requirement 
Expenses 

Operating Expenses 

Depreciation 

Expense Sub-Total 

Geni 8 Admin 

Book Income Before Taxes 

Tax Adjustments 
Interest Expense Allowed 

Taxable Income 
Tax Rate 

Current and Deferred Taxes 
Flow Through 

Taxes Allowed 

Requested Return 
Rate Base 

Rate of Return 

1 304,235,742 26 7,063 24 304,236.805 50 

304,083,325.00 jz- 0.00 304,083.325.00 j?, 

152,417.26 1,063.24 153.480.50 
-- 
---__--_________________ ___-___-__-_ --___---____________-___ _-__________ 

0.050473% of current revenues 
L:, r ,: <, i- 

I . .I  

! 304,235,742 1,063 304,236,805 

294,030,561 -4. 0 294,838,5613 
2,163,083 & 0 2,163,083 
1,804,726 ?*- 0 1 ,804 ,726p  

298,806.370 0 298,806,370 

5,429,372 1,063 5,430,435 

36 0000% 36 0000% 

1 453.638w 199 1,453,837 3 
(23,508) 0 (23,508) 

1 430,130 -r 199 1,430,329 I 

Per 
FPSC Audit -- 

Total -----%?.' 51,714,848 
Cash Removed (54,275) 
PCH Invest (Loan) (123,945) 
Rounding (1 )  

Net Rate Base 

kyukhm& 
Long Term Debt 1 5994555% 
Short Term Debt 1 0776092% 
ITC Debt Portion 0 0240256% 

5 1 . 5 3 6 . 6 2 7 b  

Tolal Wtd Debt 2.7009903% 

Interest Expense 
(Rate Base X Wtd Debt) >'IF 1,391,999 

Interest Expense per EFC &..-!L-* 5) 1,391.489 

Difference 510 

Percent Difference 0 0367% 

& 

-__-__-____ ---_-_--_-_ 

7r- \ 
Wmf of 55% F- 

Per 
B M k S E e L ! m k  

Common Equity 21,408,275 +- 52.47% 
LongTerm Debt 8 000 000 19 53% 
S h o i  Term Debt 11,465:684 $. 28 00% 

Total 40,953,959 100 00% 
-_ 
--------_-____________ --_----_______________ 

Per 
EEs!2€km!Jk 

Common Equity I' 21,488,2753- 46.44% 
LongTerm Debt@13,319,742 28 78% 
Short Term Debt 11,465,684& 24 78% 

Total 46,273,701 100 00% ---------_---__--_-___ ------____-___________ 

Alloc to 
/ - - .Rau?s  w 

Common E q u i t m  21,414,222 46.44% 
LongTerm Debt ,H 113,273,839 28 78% 
Short Term D e b ~ ~ 1 , 4 2 6 , 1 7 1  24 78% 

&-. -- 
46,114,231 100 00% Total _-----_--________ ---_---^------_-_E==== - 

).The act of extending the decimal fractions l o  seven decimal places reveals immaterial rounding differences. 
3 2  Common equity Per Books, Per FPSC and Allocated to Rate Base are close to, but do ;ot equal precisely, 55%. 

,*< d d:+cJ 1 c . - M i /  

P " - T J  
7, /(<or d I*( fb F Y S C  07 d c ' C  PSC-q2-''7 L ' F O F - L l ,  Sb7. b . 1  * < d a o ~ , - b / f q d l '  

Conclusion: Immaterially Differentdccept Progress Energy Audit Servlces Results. 


