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DIRECT TESTIMONY

OF

MICHAEL J. MAJOROS, JR.

DOCKET NO. 041272-El

Introduction

Please state your name, position and business address.

My name is Michael J. Majoros, Jr. | am Vice President of Snavely King Majoros
O’Connor & Lee, Inc. (“Snavely King”), an economic consulting firm located at
1220 L Street, N.W., Suite 410, Washington, D.C. 20005.

Please describe Snavely King.

Snavely King was founded in 1970 to conduct research on a consulting basis into
the rates, revenues, costs and economic performance of regulated firms and
industries. The firm has a professional staff of 15 economists, accountants,
engineers and cost analysts. Most of its work involves the development,
preparation and presentation of expert witness testimony before Federal and
state regulatory agencies. Over the coufée of its '$3ayear.history, members of the
firm have patrticipated in more than 1,000 proceedings before almost all of the
state commissions and all Federal commissions that regulate utilities or
transportation industries.

Have you prepared a summary of your qualifications and experience?

Yes. Appendix A is a summary of my qualifications and experience. [t also
contains a tabulation of my appearances as an expert witness before state and

Federal regulatory agencies.
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At whose request are you appearing?

| am appearing on behalf of the Florida Office of Public Counsel (“OPC").

What is the purpose of your testimony?

The Office of Public Counsel requested that | review Progress Energy Florida’s
(“Progress”, “PEF” or “the Company”) proposed storm cost recovery claims; to
express an opinion regarding the reasonableness of Progress’ claims; and, if
warranted, make alternative recommendations.

Please summarize your testimony.

Progress Energy has requested authority to collect $252 million from customers
as a Storm Cost Recovery Clause surcharge, over two years with interest. | will
show that PEF’s proposal seeks to require customers to pay, through the storm
surcharge, O&M costs that are already covered through the base rates that
customers pay. | will also discuss certain principles of capitalization, retirement
and cost of removal accounting that should be applied to PEF’s storm damage
request. Finally, | will demonstrate that in its request PEF fails to take into
account the 2002 stipulation that, OPC asserts, requires PEF to demonstrate
that expenses (including storm-related expenses) have caused its earned rate of
return on equity capital to fall to 10% before seeking to increase customers’ rates
for any reason. | will quantify the impact of that omission. | will show that, once
adjustments have been made to recognize these considerations, the amount of
the negative balance in PEF’s storm reserve is reduced from $252 million to
approximately $123 million.

Do you have an exhibit which summarizes PEF’s basic estimates?

Yes, Exhibit__ (MJM-1) summarizes PEF’s basic estimates.
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Approach to the Analysis

Please describe the manner in which you approached your analysis of
PEF’s request.

My basic approach is based upon recognition of the fact that casualty losses,
even catastrophic ones, are not a new phenomenon with respect to the proper
accounting principles that should be applied. The basic accounting rules that
govern the addition and subsequent depreciation of capital investments, as well
as the proper accounting treatment to be afforded operations and maintenance
expense, are not rendered inapplicable by the magnitude of the losses.
Essentially, the issue is not whether PEF will be allowed to recover prudently
incurred costs; rather, the questions are when PEF will recover those costs and
whether and to what extent PEF should be allowed to increase rates for the
purpose. While the nature of the catastrophe may well warrant the acceleration
of the period of recovery, care must be taken to ensure that the special
measures adopted to meet the circumstances do not require customers to pay
twice for the same costs, whether they are expense or capital.

Given the magnitude of the storms, how can “normal” accounting
principles be applicable?

There is certainly no dispute regarding the extent of damage and the magnitude
of the dollars involved in restoration efforts. However, the situation should be
viewed in perspective. PEF contends the negative balance in its storm reserve
is $252 million. The net book value of PEF’s plant in service is roughly $8 billion.
Over time, it has collected from customers at least $528 million for the sole

purpose of defraying the costs of removing transmission and distribution assets
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as they are retired. This number is quantified in Exhibit __ (MJM-2), which
summarizes information provided by the Company.

PEF’'s net income for the twelve months ending July 2004 was $325
million. As | will show later in my testimony, PEF could apply some $100 million
of calendar year 2004 earnings to reduce the negative storm reserve balance
and still earn a healthy rate of return for the year. While the absolute damage
figures are large, and while | do not wish to diminish either the disruptions
caused by the storms or the tremendous efforts that were necessary to restore
service, the Commission should view the situation in context and not lose sight
of accounting principles applicable to casualty losses.

This objective is best met by reviewing PEF’s proposal to ensure that only
extraordinary expenses that are incremental to those the utility would incur under
normal circumstances are charged to the storm reserve. | regard this as the
“overarching objective” of the analysis of PEF’s proposal.

How did you implement this approach in your analysis?

Upon being engaged by the Office of Public Counsel, | was pleased to learn that
OPC was already in the process of formulating, for purposes of its involvement in
the docket, a set of specific criteria designed to ensure that only extraordinary
expenses would be booked to the Storm Reserve. Having reviewed those
guidelines, | endorse them. However, | do have some reservations concerning
the expensing of any capital costs at all. Therefore, from my perspective, the
OPC’s criteria are very generous to PEF. Where the available data allows me to
do so, | have recommended specific adjustments to the Commission. The OPC’s

guidelines are:
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OPC Storm Damage Guidelines

CAPITAL ADDITIONS:

A,

All capital additions should be booked to plant in service at current book
cost of materials and labor. Only additional, extraordinary capital-related
expenses will be booked to the storm reserve.

All retirements resulting from 2004 storms. should be booked based on
existing, approved depreciation/retirement procedures.

The cost of removal expense related to the plant items that have been
retired due to 2004 storm damage should be excluded from storm
recovery expenses that are charged to the storm damage reserve
account, and should instead be charged to the reserve for accumulated
cost of removal.

OPERATING AND MAINTENANCE EXPENSES:

D.

All base salaries from all bargaining unit labor costs should be excluded
from storm recovery expenses charged to the storm damage reserve
account.

Only those costs of materials and supplies that exceed the material and
supplies expense anticipated under normal operations should be charged
to the storm reserve.

All insurance recoveries, less deductibles, should be eliminated from the
storm recovery amounts.

The amount charged to the storm damage reserve account should

exclude all expenses associated with the following activities:

Operating expenses and overheads for company-owned vehicles.

Storeroom expense.

Advertising expense.

Employee training expense.

Management overheads except for overtime when working on

storms.

All other allocated expenses included in normal operations and

existing budgets.

7. Labor costs associated with repairs and replacements that have been
identified as job or work orders, but that have not yet been worked
and that will be completed by existing, full time employees or regular,
budgeted contract personnel.

aobhown=
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8. Labor costs associated with any work or activity related to the storm
other than the jobs or work orders identified in (7) above that will be
completed by any employees as part of their regular job duties.

9. Call center activities should be excluded except for non-budgeted
overtime associated with the storm event.

10. No uncollectible expenses or lost revenues should be booked to the
storm reserve.

11. No expenses associated with cash advances made to employees
should be booked to the storm reserve.

Why are these principles important?

First, the Commission has no rule in place that governs the matter. Next, the
sheer size and magnitude of 2004 storm events require specific direction for
accountants wading through thousands of bills. Ratepayers must be protected
from “double billing.” The utility must not be allowed to make money from the
storm events. It is therefore imperative that the Commission direct the company
to follow specific accounting guidelines that it deems appropriate.

Background

Please explain the Storm Damage Reserve.

In 1992 Florida suffered severe damage from Hurricane Andrew. As a result,
utilities found it difficult to procure reasonably priced commercial insurance for
storm damage to transmission and distribution facilities. They petitioned the
Commission to authorize self-insurance programs. The Commission authorized
PEF to self-insure for storm damage in Docket No. 930867-El (Order No. PSC-
93-1522-FOF-EI, Issued October 15, 1993).

How does the Storm Damage Reserve work?

PEF’s Storm Damage Reserve is an unfunded account. It is increased by

annual accruals in amounts approved by the Commission and reduced by actual
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storm damage costs charged to it. The annual accrual to the Storm Reserve was
initially set at $3 million. The accrual was increased to $6 million effective
January 1, 1994. (Direct Testimony of Javier Portuondo (“Portuondo Direct’), p.
5.) This accrual is debited to annual operating expense and credited to the
Storm Damage Reserve.

PEF’s base rates are set to collect the $6 million annual accrual, and PEF
does not transfer any of the resulting cash it collects into a separate physical
account. In the event of a “withdrawal” from the Storm Damage Reserve due to
actual storm damages, the Company uses cash on hand, or borrowed funds.
(Portuondo Direct, p. 6) However, PEF has given no indication that it
experienced any difficulty in paying storm damage-related bills as they came
due.

What is the balance in the Storm Damage Reserve?
As of December 31, 2004, the Storm Dafnage Reserve had a balance of $46.9
million. This is before any storm-related charges due to the four hurricanes in
2004. (Portuondo Direct, p. 9) If all of PEF’s estimated Storm Damage Costs
were charged to the reserve, they would result in a negative balance of $264.5
million, as shown in my Exhibit ___(MJM-1) which is attached to my testimony.
How does PEF report and account for the Storm Damage Reserve?
PEF accounts and reports the Storm Damage Reserve as a Regulatory Liability.
As stated in PEF’'s December 31, 2003 FERC Form 1:

7. Regulatory Matters

As a regulated entity, PEF is subject to the provisions

of SFAS No. 71, “Accounting for the Effects of Certain
Types of Regulation.” Accordingly, PEF records

7
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certain assets and liabilities resulting from the effects

of the ratemaking process, which would not be

recorded under GAAP for nonregulated entities.

(Florida Power Corporation, December 31, 2003

FERC Form 1 Report, pages 123.12 — 123.13))
Conceptually, a Regulatory Liability is an amount owed to ratepayers until it is
spent on it intended purpose, as opposed to a Regulatory Asset which is an
amount assumed to be recoverable from ratepayers. (Statement of Financial
Accounting Standards No. 71, paragraphs 9 and 11.) Regulatory Liabilities are
grouped with Regulatory Assets on PEF’s balance sheet.
Will you please summarize PEF’s storm cost recovery proposal?
Yes. In August and September, 2004, four hurricanes struck Florida in rapid
succession: Charley, Frances, Jeanne and Ivan. These hurricanes caused
significant damage and left many residents without power, thus causing PEF to
incur certain extraordinary costs.

On September 10, 2004 PEF filed a petition with the Commission,
requesting that it be authorized to establish a regulatory asset for storm damage
costs that exceed the $44.4 million balance of the Storm Damage Reserve Fund.
By Orders issued and consummated October 8, 2004 and November 9, 2004,
the Commission found it unnecessary to create a separate regulatory asset
because Rule 25-6.0143, Florida Administrative Code, by directing that all costs
be charged to the storm reserve, enabled the utility to record a negative balance
and thereby defer recognition of the expense pending consideration of its
petition. (Docket No. 041272, November 18, 2004 Order Establishing Procedure

(“Procedure Order”), p. 1.) PEF also sought future recovery of reasonable and
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prudently incurred storm damage costs in excess of its Storm Damage Reserve
Fund. (Procedure Order, p. 1.)

The Commission made its decision regarding PEF’s request to establish a
regulatory asset with the understanding that PEF will continue booking amounts

consistent with its current accounting practice. The Commission noted that the

amounts are subject to its review and approval in the event that a subsequent

petition for recovery of storm-related damages was to be filed. (Procedure Order,
p. 1, emphasis added.)

On November 2, 2004, PEF petitioned the Commission to establish a
Storm Cost Recovery Clause to recover extraordinary hurricane related costs.
Specifically:

...PEF requests the Commission to establish a Storm
Cost Recovery Clause that will allow PEF to recover
from its ratepayers over two years its reasonable
storm costs in excess of the balance in its storm
reserve. The clause should provide for the recovery
of the Company’s storm-related Operation and
Maintenance (O&M) costs, including in part its costs
in excess of typical charges under normal operating
conditions for capital expenditures. As allocated to
the Company’s retail jurisdiction, based on current
estimates, the total amount to be recovered is $251.9
million. The $251.9 million plus interest will be
recovered over two years in equal amounts, resulting
in the recovery of $132.2 million in 2005 and $128
million in 2006, based on a January 1, 2005 start
date. PEF’s storm-related costs classified as capital
expenditures will not be recovered directly from
customers under the Storm Cost Recovery Clause.
Rather, the $50.1 million in storm-related capital
expenditures allocated to the Company’s retail
jurisdiction will be reported in surveillance reports and
absorbed in current rates until the Company’s next
base rate adjustment.
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What is your opinion regarding PEF's proposed Storm Cost Recovery
Clause?

PEF has violated the principles that | delineated above in several respects. First,
PEF has improperly moved O&M expenses to the storm fund that customers
already bear through the base rates they pay. Second, PEF maintains in its
testimony that it will apply proper plant additions and cost of removal accounting
to capital replacements made necessary by storm damage. As of the filing of this
testimony PEF has failed to provide the necessary accounting documentation
that demonstrates its procedures are consistent with its testimony.

The effect of each failure is to require customers to pay the same costs
twice. Finally, and most significant in terms of the dollars involved, PEF has
failed to recognize the impact of a stipulation and order that, | am advised,
requires PEF’s earnings to drop below 10 percent ROE before the Company
seeks to increase base rates. The effect of these failures and departures is to
overstate the costs that should be charged to the Storm Damage Reserve.
Cateqories of Costs
Does the Company describe the types of costs it proposes to transfer to
storm recovery?

Yes, they are summarized in the Direct Testimony of Javier Portuondo (page 10,
emphasis added):

The storm costs that would be recovered by the

clause include the Company’s storm-related O&M

costs, net of the year-end balance in the Reserve,

and its incremental costs above those typically
incurred under normal operating conditions for capital

expenditures.
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Operations and Maintenance Costs

Turning first to PEF’s proposed treatment of O&M expenses, what is your
basic objection?

By moving all expenses associated with the storm repair effort to the storm
reserve, without taking into account the normal level of expenditures funded by
base rates that customers pay, PEF effectively requires customers to pay to pay
twice for the same costs. | refer to the practice as “double dipping.” The impact
can be seen in the effect of the practice on PEF’s net income during the months
of the repair efforts. Again, base rates support a budgeted level of O&M
expense. By moving all such expenses to the storm reserve, PEF creates more
“head room” between budgeted expenses and budgeted base revenues than it
would expect if there were no storms. Ironically, the practical effect is to increase
PEF’s net income for the period above the level it would have anticipated in the
absence of the storms. That PEF’s profit margins would be increased as a result
of the storm-related accounting is the best evidence of the presence of “double
dipping.”

Do you have any indication that the Company is under budget on any of the
above costs?

Yes. The Company has provided several presentations and other documents
which compare budgeted expenses with actual expenses, or compare current
expenses with the previous year. Many of these indicate that O&M expenses are
under budget for the months during and following the hurricanes. These
documents actually indicate that this favorability of actual to budget is due to

costs shifting to the storm reserve.
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For example, in response to Staff 1% Interrogatory, Question No. 7,
Progress provided a comparison of its non-recoverable O&M expenses for the
periods January through October 2004, and January through December 2003.
Exhibit__ (MJM-3) shows the totals on a monthly basis. It is apparent that the
Company is averaging $4.2 million less per month in non-recove;ab!e O&M for
2004, than it did in 2003.

Furthermore, in a draft of the October 2004 presentation to the Monthly
Financial Review Meeting, a $24.3 million favorability over budget is shown for
CMR O&M Total for the October 2004 year-to-date. With additional O&M costs,
this favorability increases to $34.3 million. (Response to OPC’s 1% Production of
Documents Request, Question No. 2, bates page PEF-SR-01118.) That same
document explains the $34.4 million favorable amount as "primarily due to lower
business spending in Energy Delivery ($11.0 million; primarily due storm
restoration costs associated with Hurricanes Charley, Frances and Jeanne as
storm costs are charged to the storm reserve...).” (bates page PEF-SR-01157.)
Why does Mr. Portuondo’s O&M proposal result in a double-dip?

When one carefully reads Mr. Portuondo’s statement one realizes that he is
proposing that all of PEF's costs relating to the storms be charged to the
Reserve. This fails to recognize that PEF already budgeted for a certain amount
of costs and these “normal” cost levels are already being charged to ratepayers.

The Company confirms that this is the case in its response to FIPUG’s 1st
Interrogatory, Question No. 7, which | have attached as Exhibit___ (MJM-4).
There, when asked about the amount of budgeted O&M that is included in its

request for storm recovery, the Company stated: “PEF has not deducted its

12
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budgeted O&M expenses from the extraordinary storm-related expenses it
proposes to recover in this case.”

Thus, Mr. Portuondo’s proposal would collect twice; once through base
rates and again through the Storm Damage Recovery Clause. This is not fair to
ratepayers and would unjustly enrich PEF’s management and shareholders.

How has PEF responded to the suggestion that it is engaging in double
recovery?

As | understand it, based on responses during depositions, PEF’s position is that
the budgeted work has simply been postponed, to be “caught up” during
subsequent periods. (Portuondo Deposition, p. 19.)

Does this justify PEF’s proposal to shift all expenses to the storm fund?

No. First, the rationale assumes the same projects that would have occupied
employees remain to be performed. Given the changes wrought by the storms
and the resulting repair/replacement projects, which may have either
accomplished the tasks or obviated the need for them, this is in my opinion an
unwarranted assumption. Even if some of the tasks have been shifted to future
periods, the flexibility of the budgeting process may easily accommodate them.
PEF should be required to demonstrate that it will incur financial harm as a
consequence of “catch-up” tasks following the completion of storm repairs. It has
failed to do so in this docket.

Why does PEF use this approach?

PEF wants the customers to assume 100% of the risk of storm damage, a
concept that the Commission has rejected in the past. While PEF’s “double

dipping” approach might be appropriate for calculating tax losses and insurance

13



claims, it is absolutely wrong when seeking a rate increase from customers. The
Commission should implement strict accounting procedures for PEF to follow to
eliminate the increased rates that result when customer are required to pay twice
for the same expense.

What types of operations and maintenance (“O&M”) costs does PEF
propose to recover through the Storm Recovery Clause?

The types of O&M costs the Company proposes to recover are listed on pages
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11-12 of Mr. Portuondo’s testimony. They include:

“Labor costs - including overtime or premium pay for
employees dedicated to repair activities such as line
crews, storeroom, engineering, and transportation
personnel, payroll loading for associated taxes,
administrative costs, and employee benefits.”
“Materials and supplies - all materials and supplies
(M&S) used for the temporary or permanent repair or
replacement of facilities, including a standard loading
factor to cover the administration of M&S inventories
and the cost of preparing, operating, and staffing
temporary staging facilities for materials and supplies
distribution.”

“Outside Services - including reimbursement costs to
other utilties and payment to subcontractors
dedicated to restoration activities.”

“Transportation costs - including operating costs, fuel
expense, and repair and maintenance of Company
fleet or rented vehicles.”

‘Damage assessment costs - including surveys,
helicopter line patrols, and operation of assessment
and control facilities.”

“Costs associated with the rental or operation and
maintenance of any equipment used in direct support
of restoration activities such as communication
equipment, office equipment, computer equipment,
etc.”

“Costs associated with injuries and damages to
personnel or their property as a direct result of
restoration activities.”

14
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» “Costs of temporary housing for restoration crews and
support personnel and their related subsistence
costs.”

» “Storm preparation costs - including information costs
and training for Company employees.”

“Fuel and related costs for back-up generators.”
“Costs of customer service personnel, phone center
personnel, and other division personnel dedicated to
customer service needs and locating and prioritizing
areas of damage.”

e “Special advertising and media costs associated with
customer information, public education or safety.”

* “Special employee assistance - including cost of cash
advances, housing or subsistence for employees and
families to expedite their return to work.”

+ ‘ldentifiable bad debt write-offs due to storm
damage.”

* “Any other appropriate cost directly related to storm
damage and restoration activities.”

Does OPC propose to eliminate all of these expenses?

Absolutely not. Millions of dollars were spent for thousands of workers who
cleared the storm damage, and replaced damaged plant. The labor costs,
meals, and lodging for these outside crews and their vehicles are clearly
extraordinary storm expenses and should be booked to the storm reserved. By
the same token, the basic wages and vehicle cost of the company’s employee
work force and vehicle fleet have been paid for through basic rates and should
be excluded from being charged to the storm reserve.

PEF readily admits that if an employee worked on the storm, the basic
wages plus any overtime would be charged to the storm fund. No basic PEF
salary or other expenses should be charged to the storm fund.

Mr. Portuondo, in his deposition clearly explained that if the President, a

salaried employee, worked on the storm that part of his salary would be charged
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to the storm fund. Ratepayers will pay $21,000 toward his salary through the
storm surcharge for doing work that we clearly expect to be included in his base
salary. See Exhibit ___ (MJM-6).

Doesn’t the Company claim that its accounting procedures were approved
by the Commission?

The Company claims that the Commission approved its procedures in 1995, but
a careful reading of the orders issued during that time frame shows that the
Commission approved the establishment of the storm reserve itself and
expressed its intent to engage in rulemaking and workshops regarding
procedures. That never happened.

Progress admits that it has booked its expenses for all hurricanes since
that time based on its “double dipping” procedures. The Company has never
received approval for any of the expenses it has booked to the storm reserve
since 1995.

Did the Commission specifically state in Order No. PSC-93-1522-FOF-EIl
that any and all direct costs relating to storm damage recovery were
recoverable from customers via a surcharge?

No. In response to the Company’s request to create a regulatory asset for storm
damage that exceeds the reserve, the Order states, “This Commission already
has a rule in place to govern the use of Account 228.1, Accumulated Provision
for Property Insurance. Rule 25-6.0143(4)(b), Fiorida Administrative Code,
provides that “...each and every loss or cost which is covered by the account
shall be charged to that account and shall not be charged directly to expenses.

Charges shall be made to accumulated provision accounts regardless of the

16
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balance in those accounts.”™ (Docket No. 930867-El, Order No. PSC-93-1522-
FOF-EI, Issued October 15, 1993, p. 4 and 5.) However, the Order then goes on
to state the following:

If FPC experiences significant storm related damage,

it can petition for appropriate regulatory action. In the

past, this Commission has allowed recovery of

prudent expenses and has allowed amortization of

storm damage expense. Extraordinary events such

as hurricanes have not caused utilities to earn less

than a fair rate of return. FPC shall be allowed to

defer storm damage loss over the amount in the

reserve until we act on any petition filed by the

Company.

No prior approval will be given for the recovery of

costs to repair and restore T&D facilities in excess of

the Reserve balance. However, we will expeditiously

review any petition for deferral, amortization or

recovery of prudently incurred costs in excess of the

reserve.
While | am not offering a legal opinion, | believe this means that the Commission
may disallow certain costs, it may adjust amortization amounts, and it is not
required to approve any surcharges.
Why do you believe that the Company should not be allowed to recover
“each and every cost” relating to storm damage recovery through a
surcharge?
The circumstances in this case are very different from those previously
experienced. When Progress petitioned for self-insurance, the Company’s
average annual storm loss had been $1.4 million over the past 10 years. (Order

No. PSC-93-1522-FOF-EI, p. 2) Progress has been accruing $6 million per year

in its Storm Damage Reserve Fund since 1994 and currently has a balance of
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$46.9 million, which the company has used for working capital for the past 10
years. Customers have never been asked to pay more for storm expenses.
Now, the Company is faced with $252 million in storm-related O&M expenses,
net of the reserve, and it wants ratepayers to pay for all of them, separately and
above what ratepayers are already paying to cover the day-to-day operations of
the Company. The Commission ruled that the Company could petition for
recovery — but did not guarantee that it would provide recovery through means
that would not affect earnings. Clearly, the Commission deliberately retained its
ability to view a request in light of all relevant circumstances and tailor its
response accordingly.

Do you believe that the past recoveries for Hurricanes Erin, Floyd, and
Gabrielle should have bearing on this case?

No. For those hurricanes, the balance in the storm reserve was not exceeded,
ratepayers were not asked to pay additional amounts, and the Commission was
not involved, so the Company was allowed to recover at will. {(Response to
FIPUG's 1st Interrogatory, Question No. 23.) See Exhibit__ (MJM-5). In this
case, the Company is asking ratepayers to kick in $252 million, plus interest,
over two years, in addition to the $6 million they are already paying per year for
storm damage recovery.

Do you disagree with the recovery of all of PEF’s proposed O&M costs?

As | stated earlier many expenses identified by the Company are truly
extraordinary in nature. | believe the amounts approved for recovery should not
include normal levels of expenses as measured by the budget. | have the

following specific disagreements:
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Base Salaries — PEF proposes to charge the full labor costs associated

with storm recovery efforts to the Storm Damage Reserve. This includes
normal base salaries, which are already included in the Company’s annual
budget. The ratepayers are paying for these salaries through base rates.
They should not be required to pay for them twice. Based on the
Company’s response to Staffs 1% Interrogatory, Question No. 11, | have
calculated this amount to be $5.46 million. See Exhibit___ (MJM-6). This
amount includes regular pay for both Bargaining Unit and Non-Exempt
employees, both for PEF and the service company, and includes sweeps

work.

Salaries of Exempt Management — These salaries are also included in the

budget, and paid for through base rates. They should be removed from
the storm damage claim. Based on the Company’s response to Staff's 1
Interrogatory, Question No. 11, | have calculated this amount to be $6.4
million. See Exhibit _(MJM-6). This amount includes regular pay for

both PEF and the service company Exempt personnel.

Vehicle Expense - Progress has provided an itemization of the

$3,393,913 in company-owned vehicle related expenses included in its
claim in its response to Staffs 1st Interrogatory, Question No. 12. The
related expenses included $909 thousand for depreciation, $702 thousand
for fuel, $1.6 million in maintenance and $222 thousand in overhead.
Although Company vehicles have been used in the storm recovery effort,
these vehicles have already been included in the annual budget. The

depreciation of the vehicles would be the same, regardless of whether
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they are used for storm damage recovery, or used in the regular course of
business. The same is essentially true for vehicle overhead,
maintenance, etc. Subsequently, all operating costs, repair and
maintenance of the Company’s fleet should be eliminated from the
recovery claim. The only extraordinary cost that the Company has
incurred relating to storm recovery is the incremental cost of fuel, due to
longer daily operations. As such, | recommend that the PEF be allowed to
recover one-half (1/2) of the fuel expense included in its storm damage
claim, or $350,898. This adjustment is based on the assumption that
vehicles were in use 16 hours per day during storm restoration, rather
than the normal 8 hours per day. The adjustment related to vehicle
expense should be a removal of $3,043,015 from the storm damage claim.
See Exhibit___ (MJM-7).

Tree Trimming — Tree trimming expense should be limited to the amounts
which exceed PEF’s normal budget. The tree trimming budget variance
appears to be $3.9 million. (January 24, 2005 Deposition of Mark V.
Wimberly (“Wimberly Deposition”), p. 62.) This amount should be

excluded from the Company’s claim.

Call Center Expense — Call center expenses for the storm recovery should

be limited to the call overloads created by the storms. | do not have
sufficient information to make an adjustment for call center expense at this
time.

Uncollectible Expense — PEF proposes to charge an estimated amount of

“storm related” uncollectible expense to the storm damage reserve. This
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amount is speculative, and unlike other types of expenses which will
ultimately be trued-up, uncollectible expense is likely to remain
speculative. There is no way to determine if a customer’'s account must
be written off due specifically due to the storm, or for other reasons. Also,
PEF has failed to demonstrate the actual amount of uncollectible expense
it may have incurred due to the storms. Furthermore, the storm reserve
should be limited to the costs of repairing damage to the system.
Uncollectible expense is unrelated to repairing damage and restoring
service, unlike the majority of the Company’s other claimed storm-related
costs. The uncollectible expense included in the Company’s claim shouid
be removed. This adjustment results in the removal of $2.25 million from
the storm damage claim. See Wimberly Exhibit____(MVW-1), page 15.

Do you have an exhibit which summarizes the O&M expense adjustments

you discuss above?

Yes, these expense adjustments are summarized on Exhibit____ (MJM-8).

Now that the storms have passed and operations have returned to normal,

does the Company plan to continue to charge costs in the Storm Reserve,

related to these hurricanes?

Yes, PEF plans to charge any work still remaining related to the storms to the

Reserve. This is work that was identified during the “sweeps”, but not yet

complete. The Company has estimated that this work will be completed during

the first quarter of 2005.

Do you agree with this practice?
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VL.

Once normal operations have resumed, outside contractors have been sent
home, and employees are back to working a normal workweek, any remaining
storm-recovery activities should be performed in the normal course of business
and should not be booked to the storm account. PEF should be required to
demonstrate that it has incurred extraordinary expense before it is allowed to
receive extraordinary recovery.

Capital Costs

How does the Company plan to handle capital costs relating to storm
damage repair?

According to Mr. Portuondo’s testimony, “Only those capital expenditures above
the level of what would have been incurred under normal operating conditions,
whether related to labor or materials, will be classified as O&M and charged to
the Storm Damage Reserve.”

How does the Company plan to handle plant replacements?

As Mr. Portuondo explains at page 13 of his Direct Testimony, “To explain further
the accounting treatment for capital expenditures that are not charged to storm-
related O&M costs, the book value of capital investments that have been retired
due to storm damage will be charged against the accumulated depreciation
reserve. New storm-related capital expenditures will be added to plant in service
in an amount equal to the capital expenditure that would have been incurred
using a standard cost approach under normal operating conditions.”

Has the Company stated the amount of capital costs it expects to incur?
Progress states that it has incurred $54.9 million (system) in capital expenditures,

or $54.4 (retail). (Portuondo Testimony, p. 13.) In other words, this is the amount
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of total capital costs which PEF has desighated as storm-related, which it will
record to its regulated rate base and depreciate.

Does the $54 million include cost of removal?

PEF claims that “the quantification of the $54 million will include the cost of
removal estimate for the investments being retired.” (January 24, 2005
Deposition of Javier J. Portuondo (“Portuondo Deposition™), p. 46.) | am not
certain that this is the case. The Commission should make certain by requiring
the Company to produce its cost of removal accounting entries. The cost of
removal reserve for transmission and distribution facilities is $528 million (See
Exhibit__ (MJM-2). The Commission needs to ensure, as a minimum, that the
average cost of removal expense has been deducted from the storm expenses
and credited to the large cost of removal reserve being held for that purpose.
What is the total amount of the capital costs that PEF designates as storm-
related?

PEF designates $127.5 million (retail) as storm-related capital costs.

What is the source of that number?

That is the amount that PEF estimates will be capitalized for income tax
purposes as shown on Mr. Wimberly’s Exhibit _ (MVW-1).

How much of the $127.5 million capital cost does PEF propose to charge to
the Storm Damage Reserve as O&M expense?

PEF proposes to charge $73.1 million or 57 percent of what it designates as
storm-related capital costs as O&M expense to the Storm Damage Reserve and

collect it via the Storm Damage Recovery Clause.
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Can you determine, based on the information provided, whether the
Company has followed the appropriate accounting procedures with respect
to capital items?

With the reservation as discussed earlier about expensing capital, it appears that
PEF and | may agree conceptually as to the appropriate accounting treatment.
However, to ensure that PEF is implementing the correct procedure, it will be
necessary to review the actual accounting entries. At the time this testimony is
being finalized, PEF has not provided those entries. Therefore, | wish to reserve
the opportunity to supplement this testimony if warranted by additional
information.

Do you have any additional comments about PEF’s depreciation rates and
cost of removal?

Yes, the Commission should consider whether or not it is appropriate to continue
to charge ratepayers for future cost of removal if those funds are not available
when needed.

PEF’s Failure to Apply 2004 Earnings Above 10% ROE to Reduce the
Negative Balance in its Storm Reserve

Are PEF’s service rates subject to a “rate plan”?

Yes. PEF’s service rates are subject to a rate plan established as the result of a
seftlement in 2002. The rate plan contains a 10 percent return on equity
threshold that PEF must satisfy before seeking to increase rates.

What is OPC’s position regarding this rate plan and the interplay with the

Storm Damage Reserve?
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| am advised that OPC’s position is that the stipulation effectively requires PEF to
apply 2004 earnings above 10 percent ROE to reduce the negative balance
before seeking to increase customers’ rates for the purpose.

Does any other OPC witness address this issue?

Yes. While OPC’s primary position is based on a legal argument, in his
testimony Mr. James A. Rothschild explains that, in view of the risk appropriately
borne by PEF and in view of current economic factors, in his opinion the 10
percent criterion would be a reasonable way to share the risk even if there were
no stipulation. Given what | have been advised is the legal effect of the
stipulation, and in light of Mr. Rothschild’s opinion, | will identify the size of the
adjustment that would be needed to apply the 10 percent criterion.

Do you expect PEF to earn more than 10 percent ROE in 20047

Yes.

Has the Company performed any calculations demonstrating this?

Yes. Progress performed this calculation in response to FIPUG's 1st
Interrogatory, Question No. 5. The Company determined that it could absorb
$113.9 million of the system storm expenses, and still earn a 10 percent return
on equity. This translates to $108.4 million in retail jurisdiction storm expenses.
What do you recommend?

As shown on Exhibit____(MJM-8), | recommend that PEF reduce the double-
dipping expenses charged to the Storm Damage Reserve by $21 million and
then implement the 10% threshold. In other words, once the correct Storm
Damage expenses are determined, the first $113.9 million (system) of those

expenses should be retained as 2004 expenses, rather than being charged to the
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Storm Damage Reserve. Ultimately, PEF’s retail storm charges are reduced to
$123.3 million retail. | recommend the Commission emphasize its approval of a
surcharge is limited to the specific 2004 events, and does not authorize PEF to
charge future amounts of storm-related costs to the reserve without specific
Commission approval.

Summary

Please summarize your recommendations.

in this case, PEF has claimed that storm-related costs have resulted in a
negative storm reserve balance of $252 million, which PEF wants to collect from
customers over a period of two years. However, this amount should be reduced
to remove O&M and potential capital costs that should not have been charged to
the storm reserve to begin with. To date | have estimated about $21 million
(system) of those types of expenses. In addition to these reductions, PEF should
apply 2004 earnings of $113.9 million (system), whether to satisfy the legal
requirement of the 2002 ratemaking stipulation or to implement the
recommendation of James Rothschild to reflect an appropriate sharing of storm-
related risks.

Does this conclude your testimony?

Yes, it does.
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Experience

Snavely King Majoros O’Connor & Lee, Inc.

Vice President and Treasurer (1988 fo Present)
Senior Consultant (1981-1987)

Mr. Majoros provides consultation specializing in
accounting, financial, and management issues. He has
testified as an expert witness or negotiated on behalf of
clients in more than one hundred thirty regulatory
proceedings involving telephone, electric, gas, water, and
sewerage companies. Mr. Majoros has appeared before
Federal and state agencies. His testimony has
encompassed a wide variety of complex issues including
taxation, divestiture accounting, revenue requirements, rate
base, nuclear decommissioning, plant lives, and capital
recovery. Mr. Majoros has also provided consultation to the
U.S. Department of Justice.

Mr. Majoros has been responsible for developing the firm's
consulting services on depreciation and other capital
recovery issues into a major area of practice. He has also
developed the firm’s capabilities in the management audit
area.

Van Scoyoc & Wiskup, Inc., Consultant (1978-
1981)

Mr. Majoros performed various management and regulatory
consulting projects in the public utility field, including
preparation of electric system load projections for a group
of municipally and cooperatively owned electric systems;
preparation of a system of accounts and reporting of gas
and oil pipelines to be used by a state regulatory
commission; accounting system analysis and design for
rate proceedings involving electric, gas, and telephone
utilities. Mr. Majoros alsc assisted in an antitrust
proceeding involving a major electric utility. He submitted
expert testimony in FERC Docket No. RP79-12 (El Paso
Natural Gas Company). In addition, he co-authored a study
entitted Analysis of Staff Study on Comprehensive Tax
Normalization that was submitted to FERC in Docket No.
RM 80-42.

Handling Equipment Sales Company, Inc.
Treasurer (1976-1978)

Mr.  Majoros' responsibilities included financial

management, general accounting and reporting, and
income taxes.

Ernst & Ernst, Auditor (1973-1976)

Mr. Majoros was a member of the audit staff where his
responsibilities included auditing, supervision, business

systems analysis, report preparation, and corporate income
taxes.

University of Baltimore - (1971-1973)
Mr. Majoros was a full-time student in the School of Business.

During this period Mr. Majoros worked consistently on a part-

time basis in the following positions: Assistant Legislative Auditor
- State of Maryland, Staff Accountant — Robert M. Camey & Co.,
CPA’s, Staff Accountant — Naron & Wegad, CPA’s, Credit Clerk —
Montgomery Wards.

Central Savings Bank, (1969-1971)

Mr. Majoros was an Assistant Branch Manager at the time he left
the bank fo attend college as a full-time student. During his
tenure at the bank, Mr. Majoros gained experience in each
department of the bank. In addition, he attended night school at
the University of Baltimore.

Education
University of Baltimore, School of Business, B.S. -
Concentration in Accounting

Professional Affiliations

American Institute of Certified Public Accountants
Maryland Association of C.P.A.s

Society of Depreciation Professionals

Publications, Papers, and Panels

“Analysis of Staff Study on Comprehensive Tax Normalization,” FERC
Docket No. RM 80-42, 1980.

"Telephone Company Deferred Taxes and Investment Tax Credits —
A Capital Loss for Ratepayers,” Public Utility Fortnightly, September
27, 1984.

"The Use of Customer Discount Rates in Revenue Requirement
Comparisons,” Proceedings of the 25th Annual lowa State Regulatory
Conference, 1986

“The Regulatory Dilemma Created By Emerging Revenue Streams of
Independent Telephone Companies,” Proceedings of NARUC 101st
Annual Convention and Regulatory Symposium, 1989.

“BOC Depreciation Issues in the States,” National Association of
State Utility Consumer Advocates, 1990 Mid-Year Meeting, 1990.

“Current Issues in Capital Recovery” 30" Annual lowa State
Regulatory Conference, 1991,

“Impaired Assets Under SFAS No. 121,” National Association of State
Utility consumer Advocates, 1996 Mid-Year Mesting, 1996.

“What's ‘Sunk’ Ain't Stranded: Why Excessive Ulility Depreciation is
Avoidable,” with James Campbell, Public Utilities Fortnightly, April 1,
1999.

“Local Exchange Carrier Depreciation Reserve Percents,” with
Richard B. Les, Journal of the Society of Depreciation Professionals,
Volume 10, Number 1, 2000-2001
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Federal Regulatory Agencies
Date Agency Docket Utility
1979 FERC-US 19/ RR79-12 El Paso Natural Gas Co.
1980 FERC-US 19/ RM80-42 Generic Tax Normalization
1996 CRTC-Canada 30/ 97-9 All Canadian Telecoms
1997 CRTC-Canada 31/ 97-11 All Canadian Telecoms
1999 FCC 32/ 98-137 (Ex Parte) All LECs
1989 FCC 32/ 98-91 (Ex Parte) All LECs
1899 FCC 32/ 98-177 (Ex Parte) All LECs
1999 FCC 32/ 98-45 (Ex Parte) All LECs
2000 EPA 35/ CAA-00-6 Tennessee Valley Authority
2003 FERC 48/ RM02-7 All Utilities
2003 FCC 52/ 03-173 All LECs
2003 FERC ER03-409-000, Pacific Gas and Electric Co.
ER03-666-000
State Regulatory Agencies
1982 Massachusetts 17/ DPU 557/558 Western Mass Elec. Co.
19082 HHlinois 16/ ICC81-8115 Hlinois Bell Telephone Co.
1983 Maryland 8/ 7574-Direct Baltimore Gas & Electric Co.
1983 Maryland 8/ 7574-Surrebuttal Baltimore Gas & Electric Co.
1983 Connecticut 15/ 810911 Woodlake Water Co.
1983 New Jersey 1/ 815-458 New Jersey Bell Tel. Co.
1983 New Jersey 14/ 8011-827 Atlantic City Sewerage Co.
1984 Dist. Of Columbia 7/ 785 Potomac Electric Power Co.
1984 Maryland 8/ 7689 Washington Gas Light Co.
1884 Dist. Of Columbia 7/ 798 C&P Tel. Co.
1984 Pennsylvania 13/ R-832316 Bell Telephone Co. of PA
1984 New Mexico 12/ 1032 Mt. States Tel. & Telegraph
1984 Idaho 18/ U-1000-70 Mt. States Tel. & Telegraph
1984 Colorado 11/ * 1655 Mt. States Tel. & Telegraph
1984 Dist. Of Columbia 7/ 813 Potomac Electric Power Co.
1984 Pennsylvania 3/ R842621-R842625 Western Pa. Water Co.
1985 Maryland 8/ 7743 Potomac Electric Power Co.
1985 New Jersey 1/ 848-856 New Jersey Bell Tel. Co.
1985 Maryland 8/ 7851 C&P Tel. Co.
1985 California 10/ I-85-03-78 Pacific Bell Telephone Co.
1985 Pennsylvania 3/ R-850174 Phila. Suburban Water Co.
1985 Pennsylvania 3/ R850178 Pennsylvania Gas & Water Co.
1985 Pennsylvania 3/ - R-850299 General Tel. Co. of PA
1986 Maryland 8/ 7899 Deimarva Power & Light Co.
1986 Maryland 8/ 7754 Chesapeake Utilities Corp.
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1986 Pennsylvania 3/ R-850268 York Water Co.

1986 Maryland 8/ 7953 Southern Md. Electric Corp.
1986 Idaho 9/ U-1002-59 General Tel. Of the Northwest
1986 Maryland 8/ 7973 Baltimore Gas & Electric Co.
1987 Pennsylvania 3/ R-860350 Dauphin Cons. Water Supply
1987 Pennsylvania 3/ C-860923 Bell Telephone Co. of PA
1987 lowa 6/ DPU-86-2 Northwestern Bell Tel. Co.
1987 Dist. Of Columbia 7/ 842 Washington Gas Light Co.
1988 Florida 4/ 880069-TL Southern Bell Telephone
1988 lowa 6/ RPU-87-3 lowa Public Service Company
1988 lowa 6/ RPU-87-6 Northwestern Bell Tel. Co.
1988 Dist. Of Columbia 7/ 869 Potomac Electric Power Co.
1989 lowa 6/ RPU-88-6 Northwestern Bell Tel. Co.
1990 New Jersey 1/ 1487-88 Morris City Transfer Station
1990 New Jersey 5/ WR 88-80967 Toms River Water Company
1990 Florida 4/ 890256-TL Southern Bell Company
1990 New Jersey 1/ ER89110912J Jersey Central Power & Light
1990 New Jersey 1/ WRS0050497J Elizabethtown Water Co.
1991 Pennsylvania 3/ P900465 United Tel. Co. of Pa.

1991 West Virginia 2/ 90-564-T-D C&P Telephone Co.

1991 New Jersey 1/ 90080792J Hackensack Water Co.

1991 New Jersey 1/ WRZ0080884J Middlesex Water Co.

1991 Pennsylvania 3/ R-911892 Phil. Suburban Water Co.
1991 Kansas 20/ 176, 716-U Kansas Power & Light Co.
1991 Indiana 29/ 39017 Indiana Bell Telephone

1991 Nevada 21/ 91-5054 Central Tele. Co. — Nevada
1992 New Jersey 1/ EES1081428 Public Service Electric & Gas
1992 Maryland 8/ 8462 C&P Telephone Co.

1992 West Virginia 2/ 91-1037-E-D Appalachian Power Co.

1993 Maryland 8/ 8464 Potomac Electric Power Co.
1993 South Carolina 22/ 92-227-C Southern Bell Telephone
1993 Maryland 8/ 8485 Baltimore Gas & Electric Co.
1993 | Georgia 23/ 4451-U Atlanta Gas Light Co.

1993 New Jersey 1/ GR93040114 New Jersey Natural Gas. Co.
1994 lowa 6/ RPU-93-9 U.S. West — lowa

1994 lowa 6/ RPU-94-3 Midwest Gas

1995 Delaware 24/ 94-149 Wilm. Suburban Water Corp.
1995 Connecticut 25/ 94-10-03 So. New England Telephone
1995 Connecticut 25/ 95-03-01 So. New England Telephone
1995 Pennsylvania 3/ R-00953300 Citizens Utilities Company
1995 Georgia 23/ 5503-0 Southern Bell

1996 Maryland 8/ 8715 Bell Atlantic

1996 Arizona 26/ E-1032-95-417 Citizens Utilities Company
1996 New Hampshire 27/ DE 96-252 New England Telephone
1997 lowa 6/ DPU-86-1 U S West — lowa
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1997 Ohio 28/ 96-922-TP-UNC Ameritech — Ohio

1997 Michigan 28/ U-11280 Ameritech — Michigan

1997 Michigan 28/ U-112 81 GTE North

1997 Wyoming 27/ 7000-ztr-96-323 US West — Wyoming

1997 lowa 6/ RPU-96-9 US West — lowa

1997 lllinois 28/ 96-0486-0569 Ameritech — lllinois

1997 Indiana 28/ 40611 Ameritech — Indiana

1997 Indiana 27/ 40734 GTE North

1997 Utah 27/ 97-049-08 US West — Utah

1997 Georgia 28/ 7061-U BellSouth — Georgia

1997 Connecticut 25/ 96-04-07 So. New England Telephone
1998 Florida 28/ 960833-TP et. al. BellSouth — Florida

1998 lllinois 27/ 97-0355 GTE North/South

1998 Michigan 33/ U-11726 Detroit Edison

1999 Maryland 8/ 8794 Baltimore Gas & Electric Co.
1999 Maryland 8/ 8795 Delmarva Power & Light Co.
1999 Maryland 8/ 8797 Potomac Edison Company

1999 West Virginia 2/ 98-0452-E-Gl Electric Restructuring

1999 Delaware 24/ 98-98 United Water Company

1999 Pennsylvania 3/ R-00994638 Pennsylvania American Water
1999 West Virginia 2/ 98-0985-W-D West Virginia American Water
1999 Michigan 33/ U-11495 Detroit Edison

2000 Delaware 24/ 99-466 Tidewater Utilities

2000 New Mexico 34/ 3008 US WEST Communications, Inc.
2000 Florida 28/ 990649-TP BellSouth -Florida

2000 New Jersey 1/ WR30174 Consumer New Jersey Water
2000 Pennsylvania 3/ R-00994868 Philadelphia Suburban Water
2000 Pennsylvania 3/ R-0005212 Pennsylvania American Sewerage
2000 Connecticut 25/ 00-07-17 Southern New England Telephone
2001 Kentucky 36/ 2000-373 Jackson Energy Cooperative
2001 Kansas 38/39/40/ 01-WSRE-436-RTS | Western Resources

2001 South Carolina 22/ 2001-93-E Carolina Power & Light Co.

2001 North Dakota 37/ PU-400-00-521 Northern States Power/Xcel Energy
2001 Indiana 29/41/ 41746 Northern Indiana Power Company
2001 New Jersey 1/ GR01050328 Public Service Electric and Gas
2001 Pennsylvania 3/ R-00016236 York Water Company

2001 Pennsylvania 3/ R-00016339 Pennsylvania America Water
2001 Pennsylvania 3/ R-00016356 Wellsboro Electric Coop.

2001 Florida 4/ 010949-EL Gulf Power Company

2001 Hawaii 42/ 00-309 The Gas Company

2002 Pennsylvania 3/ R-00016750 Philadelphia Suburban

2002 Nevada 43/ 01-10001 &10002 Nevada Power Company

2002 Kentucky 36/ 2001-244 Fleming Mason Electric Coop.
2002 Nevada 43/ 01-11031 Sierra Pacific Power Company
2002 Georgia 27/ 14361-U BellSouth-Georgia
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2002 Alaska 44/ U-01-34,82-87,66 Alaska Communications Systems

2002 Wisconsin 45/ 2055-TR-102 CenturyTel

2002 Wisconsin 45/ 5846-TR-102 TelUSA

2002 Vermont 46/ 6596 Citizen's Energy Services

2002 North Dakota 37/ PU-399-02-183 Montana Dakota Utilities

2002 Kansas 38/ 02-MDWG-922-RTS | Midwest Energy

2002 Kentucky 36/ 2002-00145 Columbia Gas

2002 Oklahoma 47/ 200200166 Reliant Energy ARKLA

2002 New Jersey 1/ GR02040245 Elizabethtown Gas Company

2003 New Jersey 1/ ER02050303 Public Service Electric and Gas Co.

2003 Hawaii 42/ 01-0255 Young Brothers Tug & Barge

2003 New Jersey 1/ ER02080506 Jersey Central Power & Light

2003 New Jersey 1/ ER02100724 Rockiand Electric Co.

2003 Pennsylvania 3/ R-00027975 The York Water Co.

2003 Pennsylvania /3 R-00038304 Pennsylvania-American Water Co.

2003 Kansas 20/ 40/ 03-KGSG-602-RTS | Kansas Gas Service

2003 Nova Scotia, CN 49/ | EMO NSPI Nova Scotia Power, Inc.

2003 Kentucky 36/ 2003-00252 Union Light Heat & Power

2003 Alaska 44/ U-86-89 ACS Communications, inc.

2003 Indiana 29/ 42359 P8I Energy, Inc.

2003 Kansas 20/ 40/ 03-ATMG-1036-RTS | Atmos Energy

2003 Florida 50/ 030001-E1 Tampa Electric Company

2003 Maryland 51/ 8960 Washington Gas Light

2003 Hawaii- 42/ 02-0391 Hawailan Electric Company

2003 lllinois 28/ 02-0864 SBC lllinois

2003 Indiana 28/ 42393 SBC Indiana

2004 New Jersey 1/ ER03020110 Atlantic City Electric Co.

2004 Arizona 26/ E-01345A-03-0437 Arizona Public Service Company

2004 Michigan 27/ U-13531 SBC Michigan

2004 New Jersey 1/ GR03080683 South Jersey Gas Company

2004 Kentucky 36/ 2003-00434,00433 Kentucky Utilities, Louisville Gas &
Electric

2004 Florida 50/ 54/ 031033-El Tampa Electric Company

2004 Kentucky 36/ 2004-00067 Delta Natural Gas Company

2004 Georgia 23/ 18300, 15392, 15393 | Georgia Power Company

2004 Vermont 46/ Central Vermont Public Service

6946, 6988

Corporation
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PARTICIPATION AS NEGOTIATOR IN FCC TELEPHONE DEPRECIATION
RATE REPRESCRIPTION CONFERENCES

COMPANY

Diamond State Telephone Co. 24/

Bell Telephone of Pennsylvania 3/

Chesapeake & Potomac Telephone Co. - Md. 8/
Southwestern Bell Telephone — Kansas 20/
Southern Bell — Florida 4/

Chesapeake & Potomac Telephone Co.-W.Va. 2/
New Jersey Bell Telephone Co. 1/

Southern Bell - South Carolina 22/

GTE-North — Pennsylvania 3/

YEARS CLIENT

1985 + 1988 Delaware Public Service Comm
1986 + 1989 PA Consumer Advocate

1986 Maryland People’s Counsel
1986 Kansas Corp. Commission
1986 Florida Consumer Advocate
1987 + 1990 West VA Consumer Advocate
1985 + 1988 New Jersey Rate Counsel

1986 + 1989 + 1992
1989

S. Carolina Consumer Advocate
PA Consumer Advocate
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PARTICIPATION IN PROCEEDINGS WHICH WERE
SETTLED BEFORE TESTIMONY WAS SUBMITTED

STATE

Maryland 8/
Nevada 21/
New Jersey 1/
New Jersey 1/
New Jersey 1/
West Virginia 2/
Nevada 21/
Pennsylvania 3/
West Virginia2/
West Virginia2/
New Jersey 1/
New Jersey 1/
New Jersey 1/
Maryland 8/

South Carolina 22/
South Carolina 22/

Kentucky 36/
Kentucky 36/

Florida 50/ 54/

DOCKET NO.

7878

88-728
WRS0090850J
WRS00050497J
WR91091483
91-1037-E
92-7002
R-00932873
93-1165-E-D
94-0013-E-D
WR94030059
WRS5080346
WR95050219
8796
1999-077-E
19989-072-E
2001-104 & 141

2002-485

030157-El

UTILITY

Potomac Edison

Southwest Gas

New Jersey American Water
Elizabethtown Water
Garden State Water
Appalachian Power Co.
Central Telephone - Nevada
Blue Mountain Water
Potomac Edison
Monongahela Power

New Jersey American Water
Elizabethtown Water

Toms River Water Co.
Potomac Electric Power Co.
Carolina Power & Light Co.
Carolina Power & Light Co.
Kentucky Utilities, Louisville Gas
and Electric

Jackson Purchase Energy
Corporation

Progress Energy Florida
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Clients

1/ New Jersey Rate Counsel/Advocate

33/ Michigan Attorney General

|2/ West Virginia Consumer Advocate

34/ New Mexico Attorney General

3/ Pennsylvania OCA

35/ _Environmental Protection Agency Enforcement Staff

4/ Florida Office of Public Advocate

36/ Kentucky Attorney General

5/ Toms River Fire Commissioner’s

37/ North Dakota Public Service Commission

6/ lowa Office of Consumer Advocate

38/ Kansas Industrial Group

7/ D.C. People's Counsel

39/ City of Witchita

8/ Maryland’s People’s Counsel

40/ Kansas Citizens’ Utility Rate Board

9/ ldaho Public Service Commission

41/ NIPSCOQ Industrial Group

10/ Western Burglar and Fire Alarm

42/ Hawaii Division of Consumer Advocacy

11/ U.S. Dept. of Defense

43/ Nevada Bureau of Consumer Protection

12/ N.M. State Corporation Comm.

44/ GCI

13/ City of Philadelphia

45/ Wisc, Citizens' Utility Rate Board

14/ Resorts International

48/ Vermont Department of Public Service

15/ Woodlake Condominium Association

47/ Oklahoma Corporation Commission

18/ lllinois Attorney General

48/ National Association of Utility Consumer Advocates

17/ Mass Coalition of Municipalities

49/ Nova Scotia Utility and Review Board

18/ U.S. Department of Energy

50/ Florida Office of Public Counsel

19/ Arizona Electric Power Corp.

51/ Maryland Public Service Commission

| 20/ Kansas Corporation Commission

52/ MCI

21/ Public Service Comm. — Nevada

53/ Transmission Agency of Northern California

| 22/ SC Dept. of Consumer Affairs

54/ Florida Industrial Power Users Group

| 23/ Georgia Public Service Comm.

| 24/ Delaware Public Service Comm.

25/ Conn. Ofc. Of Consumer Counsel

[25/ Arizona Corp. Commission

27/ AT&T

28/ AT&T/MCI

29/ IN Office of Utility Consumer
Counselor

30/ Unitel (AT&T — Canada)

31/ Public Interest Advocacy Centre

| 32/ U.S. General Services Administration
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Company:
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SK Attendees:
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Plants:
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Date:

SK Attendees:

Georgia
Company:
Plant:
Docket No.:
Dates:

SK Attendees:

Nevada
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Plants:
Docket No.:
Dates:

SK Attendees:
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Snavely King - Electric Plant Tours

Western Resources, Inc.

Jeffrey, Lawrence, LaCygne
01-WSRE-436-RTS

February 24, 2001 — March 1, 2001
Michael J, Majoros, Jr., William M. Zaetz

Northern Indiana Public Service Company
Schahfer, Michigan City, Bailly, Mitchell
41746

August 23, 2001

Michael J. Majoros, Jr.

PSI Energy, Inc.

Noblesville, Cayuga, Wabash River, Edwardsport, Gibson,
Gallagher, Markland

42359

2003

Michael J. Majoros, Jr.

Georgia Power Company

Mcintosh

18300-U, 15392-U, 156393-U

September 2004

Michael J. Majoros, Jr., William M. Zaetz

Nevada Power Company
Reid Gardner, Clark, Sunrise
01-10001, 01-10002
January 16, 2002

William M. Zaetz



Florida
Company:
Plant:

Docket No.:
Date:

SK Attendees:

Nova Scotia, CN
Company:
Plant:

Docket No.:
Date:
SK Attendees:
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Snavely King - Electric Plant Tours

Gulf Power Company
Smith

010949-EL

2002

William M. Zaetz

Nova Scotia Power Incorporated ,

Tuft's Cove, Burnside, Onslow Substation, Trenton, Lingan, Glace
Bay, Ragged Lake Energy Control Centre

EMO NSPI

2003

Michael J. Majoros, Jr.
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Progress Energy Florida, Inc.
Docket No. 041272-El o

Summary of PEF's Basic Estimates

($ Millions)
System Retail
1 Total Estimated Storm Related Costs $ 3663 1/ $ 3466 1/
2 Estimated "Normal” Capital Costs 549 1/ 50.1 1/
3 Estimated Storm Related O&M Costs 240.1 2/ 2286 2
4 Estimated "Extraordinary” Capital Costs 71.3 3/ 67.9 4/
5 Total Estimated Costs Included in Storm Recovery Claim 3114 1/ 296.5 1/
6 Less: December 31, 2004 Storm Reserve Balance 46.9 1/ 44.7 1/
7 Total Storm Damage Cost Recovery Claim $ 264.5 $ 251.8

1/ Response to Staff Interrogatory 1-5.
2/ Line5-Line 4
3/ Exhibit___(MVW-1), page 1 of 15. Capital Tax less Capital Book.

4/ System estimate of $71.3 million multiplied by Retail Separation Factor of 0.95220 shown in
response to Staff Interrogatory 1-5, line 6.
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Progress Energy Florida, Inc.
Docket No. 041272-El
Depreciation Cost of Reserve
At September 2004
Cost of Removal
End Reserve

Transmission $ 162,970,209
Distribution 365,070,144
Total Transmission & Distribution $ 528,040,353

Source: Depreciation COR Reserve Detail, bates pages PEF-SR-10630 to 10631.



Progress Energy Florida, Inc.
Docket No. 041272-El

Comparison of Non-Recoverable O&M

Sum of Jan - Oct 04 Sum of Jan - Dec 03 Monthly Avg.
Classification Total Monthly Avg. Total Monthly Avg. Difference

Steam Ops 26,406,395 2,640,640 30,771,231 2,564,269 76,370
Steam Maint 37,088,114 3,708,811 48,477,950 4,039,829 (331,018)
Nuclear Ops 33,632,550 3,353,255 43,390,087 3,615,841 (262,586)
Nuclear Maint 25,541,426 2,554,143 33,711,639 2,809,303 (255,161)
Oth Prod 31,792,683 3,179,268 43,695,736 3,641,311 (462,043)
Non-Red Pur Pwr-WH 14,327,815 1,432,782 16,747,901 1,395,658 37,123
Transmission 19,858,477 1,985,848 27,102,065 2,258,505 (272,658)
Distribution 57,253,377 5,725,338 79,124,709 6,593,726 (868,388)
Cust Accounts 40,023,344 4,002,334 47,569,877 3,964,156 38,178
Cust Service 5,557,528 555,753 8,765,832 730,486 (174,733)
A&G 151,089,286 15,108,929 202,478,669 16,873,222 (1,764,294)
Grand Total 442,470,985 44,247,100 581,835,696 48,486,308 (4,239,209)

Source: Company response to Staff 1st Set of interrogatories, Question 7.

€ 3o 1 38Beg (- WIW)
€ ‘ON Hquy sosofepy
TA-ZLZIH0 "ON 3300
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7. Please provide a schedule showing both jurisdictional and non-jurisdictional
Operation and Maintenance Expense by month, by account, for the twenty four month period
ending October 31, 2004. A

Answer:

Please see Attachment C to these answers.

TPA#1964769.2 18




4

Progress Energy Floriaa

Non-Regoverable Q&M by Jurisdiction for Nov 02 - Ocl 04

Sum of Jan-Dec 03

Dochst # 041272.El

Pagelofl

PEF Repoase (o Stalt's 1st Sef intesr 07

,4‘_/‘,

Sum of Jan-Octo4 . Sum of Nov-Decg2

Classification Total Retall WH Classification Total Retail WH Classification Total Retail WH

Steamn Ops 26,406,395 1 24,993,950 1,412,445 Steam Ops 30,771,231 29,125,317 1,645,914 Stearn Ops 4,678,050 4,427,827 250,223

Steam Maint 37,080,114 | 36,219,881 868,233 Steam Maint 48,477,950 47,343,081 1,134,869 Steam Maint 4,028,941 3,934,623 94,318

Nuclear Ops 33,532,550 | 32,176,829 1,355,721 JNudear Ops 43,390,087 41,635,826 1,754,261 Nuciear Ops 6,175,657 5,925,975 249,682

Nudear Maint 25,541,426 | 24,943,501 597,925 Nuclear Maint 33,711,639 32,922,449 789,189 Nuciear Maint 6,638,045 6,482,649 155,397

Oth Prod 31,792,683 | 23,705,260 8,087,423 Oth Prod 43,695,736 32,580,414 11,115,321 Oth Prod 10,285,036 | 7,668,728 2,615,307

Non-Rec Pur Pwr - WH| 14,327,815 - 14,327,815 Non-Rec Purc Pwr -WH 16,747,501 - 16,747,901 Non-Rec Pur Pwr -WH 2,252,080 - 2,252,080

Transmission 19,858,477 | 14,320,941 5,537,536 Transmission 27,102,065 19,544 654 7,557,411 Transmission 4,363,161 3,146,494 1,216,668

Distribution 57,253,377 | 57,096,651 156,726 Distribution 79,124,709 78,908,112 216,597 Distribution 11,962,049 | 11,929,304 32,745

Cust Accts 40,023,344 | 39,837,175 186,169 Cust Accls 47,569,877 47,348,605 221,272 Cust Accts 8,760,519 8,719,769 40,750

Cust Svc 5,557,528 5,557,528 - Cust Sve 8,765,832 8,765,832 - Cust Svc 1,777,201 1,777,201 -

ARG 151,089,286 | 147,164,823 8,924,462 ARG 202,478,669 190,518,765 11,959,903 ARG 27,373,252 | 25,756,384 - 1,616,869

Grand Total 442,470,994 | 401,016,539 41,454,455 Grand Total 581,835,667 528,693,057 53,142,640 Grand Total 88,293992 | 79,768,954  8,525038

Separalion Factors: Retail WH

Sleam Ops 94.651% 5.349%

Steam Maint 97.658% 2.341%

Nuclear Ops 95.957% 4.043% :

Nuglear Maint 97.659% 2.341% Note: Nonvrecoverable Q&M excludes all recoverable fuel, purchase power, capacity, ECCR and ECRC amounts.

Oth Prod T4.562% 25.438% Minor differences in retall amounts presented here compared o Surveliiance Reporis might occur due

Non-Rec Pur Pwr-WH 0.000% 100.000% to the methods used to summarize categories and the use of compesites in separation factors.

Trans : 72115% 27.885%

Distrit 99.728% 0.274%

Cust Accts 99.535% 0.485%

Cust Sve 100.000% 0.000% Prepared by: Holdstsin 12708704 :

A&G 94.093% 5.907% C:\Documents and SettingsisieoniLocal Settings\Temporary Internet Files\OLXC\[Swff Interrog Q78X urisd
gE%
& § 8
ymE
EEo
&2
873

Attachment C “ o
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7. Referring to witness Wimberly’s direct testimony, page 7, lines 12-14, state the
amount of budgeted monthly salary O&M expense plus budgeted overtime O&M expense for
full-time, part-time and contract employees that was included in the 2004 and 2005 budget that is

included in PEF's request for storm recovery.

Please see Attachment B for the budgeted monthly salary and overtime O&M expenses
for 2004 and 2005. PEF has not deducted its budgeted O&M expenses from the
extraordinary storm-related expenses it proposes to recover in this case. The
extraordinary storm-related expenses that were incurred as a result of Hurricanes Charley,
Frances, Ivan, and Jeanne were not anticipated, could not be anticipated, and were not
budgeted. Non-catastrophic storm-related expenses were anticipated through the annual
accrual to the Storm Damage Reserve but PEF deducted the accrued reserve from the
storm-related expenses it seeks to recover and PEF does not seek to replenish the reserve
in this case.

PEF seeks to recover only those storm-related expenses that exceed the reserve in
accordance with the Commission’s policy for accounting for such expenses under which
the Company includes all actual repair activities and those activities directly associated
with storm damage and restoration activities in expenses charged to the Storm Damage
Reserve, as explained on page 10 of Javier Portuondo’s testimony in Docket No.
041272-EI and as approved by the Commission in Docket 930867-EL

Direct costs typically are payroll, transportation, materials and supplies, and other
services necessary to locate and repair or replace damaged property. Payroll includes
labor charges for those employees involved in actual repair activities as well as those in
support roles such as customer service, engineering, storeroom, and transportation
personnel. The following is a list of examples of the type of costs the Company charges
to the storm damage reserve: (1) Labor costs — including overtime or premium pay for
employees dedicated to repair activities such as line crews, storeroom, engineering,

and transportation personnel, payroll loading for associated taxes, administrative costs,
and employee benefits; (2) Materials and supplies — all materials and supplies (M&S)
used for the temporary or permanent repair or replacement of facilities, including a
standard loading factor to cover the administration of M&S inventories and the cost of
preparing, operating, and staffing temporary staging facilities for materials and supplies
distribution; (3) Outside Services — including reimbursement costs to other utilities and
payment to subcontractors dedicated to restoration activities; (4) Transportation costs —
including operating costs, fuel expense, and repair and maintenance of Company fleet
and/or rented vehicles; (5) Damage assessment costs — including surveys, helicopter line
patrols, and operation of assessment and control facilities; (6) Costs associated with the
rental and/or operation and maintenance of any equipment used in direct support of
restoration activities such as communication equipment, office equipment, computer
equipment, etc.; (7) Costs associated with injuries and damages to personnel and/or their
property as a direct result of restoration activities; (8) Costs of temporary housing for

TPA#19731314.2
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restoration crews and support personnel and their related subsistence costs; (9) Storm
preparation costs — including information costs and training for Company employees;
(10) Fuel and related costs for back-up generators; (11) Costs of customer service
personnel, phone center personnel, and other division personnel dedicated to customer
service needs and locating and prioritizing areas of damage; (12) Special advertising and
media costs associated with customer information, public education and/or safety; (13)
Special employee assistance — including cost of cash advances, housing and/or
subsistence for employees and families to expedite their return to work; (14) Identifiable
bad debt write-offs due to storm damage; and (15) any other appropriate cost directly
related to storm damage and restoration activities.

v

These direct costs represent the replacement cost method that was the basis for the
Company’s all risk coverage when transmission and distribution (“T&D”) coverage was
available, as explained in the testimony of John Scardino in Docket No. 930867-EI at
pages 4 and 5. Mr. Scardino further explained at page 13 of his testimony that the self
insurance program proposed by the Company and accepted by the Commission was a
replacement of its current insurance program with the cost of the self insurance program
to be borne by all customers. The Storm Damage Reserve under the Company’s self
insurance plan covered, according to Mr. Scardino at page 9, all losses incurred not
otherwise covered by insurance for any destructive acts of nature. The Commission
agreed in PSC Order No. PSC-93-1522-FOF-EI, at page 3, ruling that the Storm Damage
Reserve would be used to cover storm damage experience for all losses not covered by
insurance, including Transmission and Distribution lines and deductibles associated with -
other property insurance.

In Order No. PSC-93-1522-FOF-E], at page 5, the Commission further required the
Company to file a study to determine the appropriate storm damage expense to be
accrued to the reserve. PEF filed its Study for Storm Damage Accrual, and at page 9, the
Company made clear that it proposed to use a replacement cost methodology consistent
with its prior coverage under traditional T&D all risk insurance. The Company
explained, also at page 9, that the “replacement cost approach assumes that the total cost
of restoration and related activities will be charged against the storm damage reserve.”
Only indirect costs would not be charged to the reserve but all direct costs, typically
payroll, transportation, materials and supplies, and other services necessary to locate and
repair or replace damaged property, would be charged to the reserve. At Exhibit 3 to its
Study, the Company provided a detailed list of the types of costs the Company believed
would be directly associated with storm damage and restoration activities. This list
mirrors the list of costs identified above and in the testimony of Mr. Portuondo in this
docket. PEF’s Study was filed with the Commission on March 17, 1994, in accordance
with the Commission’s Orderin Docket No. 930867-EL

PEF’s Study for Storm Damage Accrual was received without objection by the
Commission and, in Order No. PSC-94-0852-FOF-EI in Docket No..94061-E] dated July
13, 1994, the Commission approved an increase in the annual accrual to the Storm
Damage Reserve based on PEF’s Study. Consistent with Commission policy in Orders
No. PSC-93-1522-FOF-EI and No. PSC-94-0852-FOF-EI regarding what costs can be

TPAK19733142
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charged against the Storm Damage Reserve, the Company has chargcci all direct costs
associated with Hurricanes Erin (1995), Floyd (1999), and Gabrielle (2001) against the
Storm Damage Reserve.

The nature of the direct costs incurred by the Company as a result of Hurricanes Charley
Frances, Ivan, and Jeanne are no different from the direct costs identified in the tcsﬁmon;
of John Scardino in Docket No. 930867-EI, the Company’s Study filed with the
Commission in accordance with the Commission’s Order in Docket No. 930867-El, and
the costs incurred by the Company in Hurricanes Erin, Floyd, and Gabrielle and charged
against the Storm Damage Reserve without question. Consistent with prior Commission
policy, all costs directly associated with the Company’s storm damage restoration and
related activities for Hurricanes Charley, Frances, Ivan, and Jeanne have been and should
be charged to the Storm Damage Reserve and recovered from the customers who
benefited from the activities related to the Company’s storm restoration efforts.

TPA#1S733142
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23.  Referring to the direct testimony of witness Portuondo, Exhibit JP-1, state the
FPSC order numbers that approved PEF’s storm damage recovery expenses for Hurricanes Erin
(1995), Floyd (1999) and Gabrielle (2001). If no such order exists, provide the basis for the
recovery of such expenses.

In Docket 930867-EI, PSC Order No. PSC-93-1522-FOF-EI, the Commission authorized

PEF to establish a Storm Damage Reserve on its books and to accrue funds annually

to the Reserve from base rates to cover the Company’s storm related costs. Since the

costs of Hurricanes Erin, Floyd and Gabrielle did not exceed the storm recovery reserve
balance, no further Commission action was required.

TPA#1972190.1 28
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Progress Energy Florida, Inc,
Docket No. 041272-El

Calculation of Base Salarles Included in Storm Damage Claim

for Charley, Frances, ivan, Jeanne and Final Sweeps

Through November 2004

Legal Entity Florida
Bargaining Unit - Regular Pay
Non-Exempt - Regular Pay

Service Company
Non-Exempt - Regular Pay

4,084,100
1,026,331

347,737

Total Base Salaries

5,458,168

Legal Entity Florida
Exempt - Regular Pay

Service Company
Exempt - Regular Pay

4,646,644

1,753,665

Total Exempt Base Salaries

6,400,299

Source: Staff Interrogatory 1-11, Attachment E.

Docket No. 041272-E1
Majoros Exhibit No. 6
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11.  Please provide separately the amount of regular pay and overtime pay of company
personnel that was charged to the storm damage reserve for each named storm.

Answer:

Please see Attachinent E to these answers.

TPARL964769.2
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CHARGE BY LEGAL ENTITY PLORIGA ONLY
LAROR TO CHARLEY, FRANCES, VAN, JRANNE AND FINAL SWEEPS
THROUGH ROVERBER 2004
BARDAINING UNIY Extandsd Pay Y
GHARDE WY DEPARTMENT Sollrs  Heurs N peERCENTAGE
801255 - CORPORATE WVCS FLA » ] 8350487 OB 470X 28170%
80197% - REAL ESTATE FLORIDA ® 9 e 100.00%
£03208 - NORTH CENTRAL REGION 0 v Preyes o1 401B0%
$04128 « BOUTH CENTRAL REGION ® 0 »10,708 ®.002 269.50%
04755 - SOUTH COABTAL REGION ® ° “3m T 20w
£05015 - TRANSMIESION ® b BME s a0
BOTATS - FLA FGD 0 3 282818 13,0
BOT58S - COMBUSTION TURBINE OPERATIONE »® [} .
BOB343 - ITAT NETWORK SVCS - FLA 0 I H
SOBSTS - SYETEMS PLANNING & OPS 0 o ‘sm
GOBRRE - DIST 0P & SUPPORT 80 ¢
SOGBE% » TRI HUCLEAR PLANT -] 0
SO.5Y8% - NORTH COASTAL REGION 50
BARGAINING LINTT TOTAL [
NON EXEMFT Extended m
CHAROE BY DEPARTMENTY Poltars
BD121D - PRESIDENT FLORIDA POWER . % L 5 RE ]
SD1RSS - CORPORATE SVIS FLA 0 o a7 L] L2 0 ‘0 50108 "
502285 - ENERGY DELIVERY 0 ° $143 480 4,677 1,838 AU STy 7872
BOX208 - NORTH CENTRAL REGION 0 [ 10,038 4,109 FB.042 1150 o 054 5,088
BUIBYS - FPE CUSTOMER BERVICE -] ] 4520 2,003 0 o ° 2T 21,380
4128 - SOUTH CENTRAL REGION 0 ] AR 4,158 F K [ 0 S92y 8582
£04258 - BOUTH COASTAL REGION 8 [} $50,004 2202 #am 75 0 88,119 b %~ ]
804400 - ENERGY DELIVERY ADMIN 50 ) $114 4 20 ] [ 1,410 L
B05018 « TRANDMISSION E [ 33,1 2,000 6.2 o 32421 By
BUT28R - TSD EXECUTIVE DIRECTOR ® L3 $1,378 56 . 0 ] o B 24z
BOYATS - FLAFGD Lo d ° 8,147 e ®e ] L] $10.843 51
80758 - COMBUSTION TURBINE OPERATIONE ®n L4 AN E -3 1] ] 2.0 118
POSEYS - EYSTEMS PLANNING & OPS 0 0 2 0 1] ] N1 L4
B0MGES - DIET OPS & BUPPORT $0 I 351,673 2,304 2247 18 s $58,229 3048
609158 - ENEHGY SVCB-SALES & SVCS ® ° $7.003 28 $308 81 ] 58,583 »o
SOGBES - CRY NUTLEAR PLANT ] o 55388 18 0 ] [ $12.850 %
BOHXAS - ED MANAGER BUSINESSE OPERATION ] [ 1,905 70 0 ¢ [ Ll ad ]
BBJESS - CTE PROJECT MANAR EMENT . a $4.443 19 4 L] 13 §4,103 us  100.80% 78.00%
BOJYES « NORTH COASTAL REGION 0 14 350,004 A0S 1 ] 244 43.20% BE.I0%
NON EXEMPT TOYAL ) 0 $1,118.500 Iy ¥ioo, 780 Sas 10 &1,008,031 W 118 W.00%
SPECIAL
EXEMPT Extended Poy OVERTINE DOURLETIME NG FAY REGULAN PAY PERCENTAGE
CHARGE XY DRPARTMENT Dollars Heunt Doliars Hours Doliam Hours Hours Dolinre Hours Dollars  Hours
6003ER ~ TRANSMISSION-FFC 73 208 ®0 o 0 [ L] 59,200 MY BOIOE MBO%
SHZ10 - PRESIDENT-FLORIDA POWER K. ] 0 [ ® [ ] 521,538 %o 000%  20.00%
S01855 - CORPORATE BVCS FLA 520,854 sae ® o I ] " 21489 I OBBAO% 120N
S01E78 - REAL ESTATE MRIDA 0o ] 0 o ] ¢ o - 42 C.o0% 0.00%
202238 « ENERGY DELVERY SE 545,018 10458 0 o o L] 1568 N 284N 4108 1%
BUIAS - REO ALCOUNT um-som BECT % 0 o =0 13 L} 2128 458 0.00% 000K
BOT20S - NORTH CENTRAL REGION $384.500 10,888 ® [} o ] 5 841 12321 8720%  11.00%
803808 - FPC CUSTOMER BERVICE $9.485 328 ® ] s [] LR R 8351 47.80% 20X
BO412E - SOUTH CENTRAL REGION $445,001 31 0 13 %0 ] 347 3568 588 W2 D% 1%
BO4258 - SOLITH COASTAL REGION 329,102 10,057 0 [ %0 ° 2118 £357,80 11968 B4BD%  117.00%
BO5015 - TRANSMIBEION ssTe 12788 0 [ $o ° 243 $802,322 A0 S220% E2ve
807288 - TED EXECUTIVE DIRECTOR 38,501 o 0 o 0 ] . S22 53 40.90% 4.20%
07473 - FLA FOD #8523 M2 ] o b @ =8 o 2.05¢ 1980%  80%
SOTSES - COMBUSTION TUREINE DPERATIONE 0,253 215 0 o 2 ] % $14,028 135 6800%  104.40%
508348 - ITAT NETWORK BVCE - FLA 5,671 147 0 o 5 3 "o $10.228 D4 STAM 1240%
SUNSETE - SYSTEME PLAMNING & OPS 3,218 30 o 0 ] s7 1218 B8 MNADR. BTEON
TONDEE - DIET OPE & SUPPORT P10 15011 » [} 0 [ 2807 [T 16453 TEBO%.  NT.00%
£OP1ES - ENERGY SVCS-BALES & SVCS 508,224 201 - 80 o - [ $84A0Y 1505 102.80% . MIS0%
$0GBES - CRI NUCLEAR PLANT 2,112 3,020 0 ] w [ 818 0382 5891 - B240% . ELA0N
COLDIER - £ MANAGER BLISINESS OPERATIO! $44,305 1318 0 D %0 [] ] ¥104,568 2808, 4LiS0%  SLOOW
OOJESS - CTE PROJECT MANAGEMENT 13 18 ® [ 0 o ) SZIA W o0k -
SUIYES - NORTH COASTAL REGION - ENETS 7385 0 ] 50 1] an 1 CBAS0% | - 120.00%
EXEMPT TOTAL 308,381 101,003 £ L ®» , ° WDATE BB 1THEL TH% SL50%
GRAND TOTAL 3, B1 191,063 36404 185,132 $iLTI3802 23, $V.767, [T 251.9% 175,
COLURIN HEADING DEFINION
REGULAR PAY Standsrd puy for 40 hour workweek,
OVERTIME Pay at one snd ona-hatl timas reguiar howrly rets for houry workad ower 40 hours par wesk.
DOUBLETIME For Burgaining Link and MNon Exempl smployees, howrs worked in axcass of 15 consecuiive hours unill a rest petiod of ai lsnst B hours is iaken. For
Bargaining Unit smployeus, palt ol doubls smployss's regular hourly rele.  For Non Exampt employ pald et srpioyes's reguier hourly mis and Is In
wdidiion to the siandurd hours and Dverlime honirs worked during the workwesk. ‘

EXTENDED PAY For Exempt amploysss who have a job vakis squsi lo S88,772 or lower, pay af nnuhrhwmﬂnrm:mdmw hmandm
denigniste d siorm mesiomiion pedods xx wpp by sanior v Flrst ins supsrvisers who diwetly sup eoafi ployses receive
sxisndud pay for ime worked o axcess of 45 hours par week

SPECIAL NO PAY For Exempd smploysss, hours worked in excess of 40 hours outside designaisd exiended pay pariod, Ao, the 5 hours batwean 40 and 45 (or first live
suparvisors who receive exiended pay for ime worksd in excese of 45 hours par week.

P h dod pay, , & andd spaciel no pay to reguiar dolrshours,

PERCENTAGE F of

NOTE: DetaBed payroll reports by smploysa, FLEA status and siorm svelable upon request.
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SERVICE COMPANY BILLED LABOR FOR CHARLIE, FRANCES, IVAN AND JEANNE
THROUGH NOVEMBER 2004
Sl SPECIAL Lo
NON EXEMPY Extended Pay | OVERTIME . DOUBLETIME ' NOPAY  REGULARPAY  PERCENTAGE
CHARGE BY DEPARTMENT Dollars Hours  Dollars  .Howss . Dolars  Hours  Hours Dotiars Hours  Dollars’ Howry -
87895 - FL REG & PUBLIC AFFAIRS 0 o si2mm . 42 %0 o [ 52408 123 53.80%, 2480%
$8A11D - PREE & CEO-PGM 0 ) $20 . - 30 0. v 234 11 B.00% . - S80%
98A13D - PRESIDENT-SERVICE COMPANY 0 0 $14p < 0 ) 0 31,150 A 1220% TN
SBBDID - FINANGIAL BERVICES SR VP - CHO » o R o 50 5 0 $107 5 1e0% 1208
SHCPTS - EC ECONOMIC DEVEL ADMIN & [ 3523 28 50 [ ° 3089 52  S430% 4LBO%
S8CVSS . TX TAX DEPARTMENT 0 o s 205 2382 21 [ 817 95 34T.40% 220.00%
PEFOBS - PV FINANCE 50 0 50 . ™ 8270 1% ] 3240 14 BBE4O% 51220%
EGBAS - CORP ENVIRON HEALTHABAFETY s [ 84,283 154 525853 [ o 82,112 M5 32420% 254,10%
AGRES - RE REAL ESTATE DEPARTMENT" 3 o 880 0 $1495 n [} $0.0% 333 117.30%  85.80%
SMEZIS - FIN PLANNING AND REG 8VC8E $0 0 *2ET 12 0 ] ] 0 & 100.00% 100.00%
OBHRAS - AISK NANAGEMENT DEPARTMENT s [ 5 T2 %0 [ [ 53 23 1000%  870%
SATEIB - AD ACCOUNTING DEPARTMENT 0 ¢ 515,824 652 0w A0 o SR e 48.50% 119.40%
VBWEDS - ALDIT BERVICES 8 0 98 4 ] (] ] $1038 48 9.30%  XB0%
SAWCSS - TS CORPORATE SERVICES 50 0 $37TBI1 WAL 5215744 8502 0 523005 D25 Z5570% 180.70%
$BWSDS - IT & TELECOM DEPT $o [ 1521 $18564 [1>] o $45,137 1,025 180.50% 100.30%
9BX108 - LD LEGAL »n o 310383 M8 s7e03 an ° $14.04¢ US 127.80% 08.10%
PBX1SE - C& CORPURATE COMMUNICATIONS 0 [} 34,585 08 340 n ] 9,081 00 BLA0%  3450%
98X308 - PUBLIC AFFAIRS 0. ) 53¢ 1’ 30 ] ° 1,321 79 20.80% - 2040%
PEXBIS - HR HUMAN REBOURCES L2 4 $7.010 259 st s ] 12920 T S3.60%  M50%
WBXPHS - C8 CORPORATE BECURITY 30 0 3488 28 34 n ] 58 4 _11968.00% 500.00%
NON EXEMPT TOTAL [] 0 S4EB 484 - 13084 T25EA54 10212 0 &4T73 15,193 214.00% 153.30%
. SPECIAL
EXENPT Extended Pry OVERTIME DOUBLETIME HO PAY REGULAR PAY PERCENTABE
CHARGE BY DEPARTHMENT Dolinra Hours Dellare Hours  Dolars Hours Hours Dotisrs Hours Potiars  Hours .
$81418 ~ FL PWR FINANCIAL BVCE-ADMIN M - 4 o L] 50 [ 102 A2 108 D.00%  DE.OD%
SN78ES - FL REG & PUBLIC AFFAIRE e 125 0 0 30 [] 142 333 683 1.80% 41.70%
¥BA11D - PRES & CEO-PON 5435 1% $0 ] %0 ] ] 878 18 £30% 132.30%
98A13D - PREEIDENT-SERVICE COMPANY 80 o 0 [ s0 [ 1 [T 4 p00%  28.00%
WBCPTS - EC ECONOMK: DEVEL ADMIN S50 418 w o 50 [} 37 $17,881 ES8  10530% @2.30%
S8CVES - TX TAX DEPARTMENT 33420 iRk $0 [ 50 ] 3 $1.085 48 1B0.50% 23T.80%
BEDW18 - EP STRATEGIC PLARNNG w2 7 0 0 o [ 58 34,708 3B 590% TMLTON
93FOBS - PV FINANCE $1,785 13 3 ] s 1 7 61,427 45 12510% 158.90%
9BGBAS - CORP ENVIRON HEALTHEBAFETY $184310 4,885 .40 o $0 L} 847 $133,908 BST7  1BLE0%  154.10%
9BGRES - RE REAL ESTATE DEPARTMENT 8,260 222 8 ] 5 [ 135 a0 24 117.20% 118.20%
¥BG298 - FIN PLANNING AND REG SVC8 s8I anq 30 0 0 ° 3 £20,653 €00 BO.AN  BASOX
PIHRSE - RISK MANAGEMENT DEPARTMENT 4348 128 3 [} o L 87 B 2111 SL50%  S0.90%
OBTOIS « TR TREASURY DEPARTRENT =0 0 £ I 50 0 ° sim S 000%  B.AOY
98TB1S - ADD ACCOUNTING DEPARTMENT $28.453 ™ 50 0 50 ] 37 g20,108 580 134,60% 138.70%
SAWROS - AUDIT SERVICES £38.397 254 Led 3 0 4 206 §43mn 1,029 BOSD%  102.50%
SBWCBS - CS CORPORATE SERVICES sTa0,008 8,237 [ [ 80 [ AB30 SRS 8440 - BL.O0%  DE.BO%
SEWSDS - IT & TELECOM DEPT sd88% 12212 30 ° %0 [ 1867 STISET 21880  ERAO%  S44D%
$8X108 « LD LEGAL us3n 1,683 30 ] 80 [ 9T 80,287 924 182.850%  160.50%
PEX1DE « CC CORPORATE COMMUNICATIONS 24 2,344 30 0 80 0 1,059 (31X ) 4,248  47.50% B0.10%
SEX30S - PUBLIC AFFAIRE $2.398 88 D ] 3 0 250 382M 525 B.80%  41.80%
98X518 - HR HUMAN REBOURCES 184250 2,533 50 [ ] [ 527 103,008 3008 S1EON 101.20%
SEXPHS » C= CORPORATE BECURITY 547,908 1478 50 0 30 8 30 8573 157 _4921.70% _§56.50%
EXEMPT TOTAL $20088 34,789 [ o 30 [ 8,850 $1,750.588 48,935 BSEUON - 8E70%
GRAMD TOTAL $1.307,885  F4.7ES  S4BEAEL 10304 §788, 10, 6,568 101,332 62,728 32.0% 105.0%
COLUMN HEADING DEFINITION
REGULAR PAY Standard pay for 40 hour workwaek,
OVERTIME Pay of one and one-half times reguisr hourly rate for hours worked over 40 hours per weak,
DOUBLETIME . For Non Exempt smployaes, hours worked in sxcass of 15 consacutive hours until a rest pariod of st isasi B hours Is taken. For Non
Exempt simcloyees, pald al amployes's ranul’x houtly rate lnd izin sddiion to the standard hours and overlirme hours worked during the
EXTENDED PAY For Exempt ampicyess who have s ob wlu- cqual 1n $85772 orbw-r. pay it regular hourly rale for hours worked over 40 hours par
workwaesk Guﬁna dusnrmad mrm 83 approved by ssnior management. First ine supervisors who diractly supsrvise
crmftech ploy nngs ‘pty(orhmworhd!nmn of 45 hours per wesk,
SPECIAL NO PAY For Exempt smpioyess, houra worksd {n excass of 40 hours cuteids designmad exiendsd pay period.  Aleo, the 5 hours batween 40 and
45 for first fne supsrvisors who receive extended pay for fime workad in excass of 45 hours per wesk,
PERCENTAGE P of d piy, overtime, don and spacial no pay to reguist dollersihours,

., NOTE: Detallad payroll reporis by smpioyss, FLSA ststus and siorm svallable upon mqueat.
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Progress Energy Florida, Inc.
Docket No. 041272-Ei

Transportation Costs To Be Excluded From Storm Recovery Claim

Depreciation

Fuel

MTC

Overhead

Total Included in Storm Recovery Claim

Less:
1/2 Fuel

Total To Exclude From Claim

Source: Response to Staff Interrogatory 1-12.

$

909,352
701,796
1,660,800
222,164

$

3,393,912

350,898

$

3,043,014

Docket No. 041272-E1
Majoros Exhibit No. 7
(MIM-7) Page 1 of 2



Docket No. 041272-El
Majoros Exhibit No. 7
(MIM-7) Page 2 of 2

12. Please provide the amount of costs by type, such as depreciation, O&M,
overhead, etc., for company-owned vehicles that was charged to the storm damage reserve for

each named storm.

Answer:
Progress Energy
OVE Charges for Hurricanes
Rate Analysts
Hurricane Project# |OVE Charges Deprecation Fuel MTC Overhead Total
Charlie 20045183 1,200,342 320,764 249,324 550,349 79804 1,200,342
Frances 20045534 1,047,616 281,053 216,156 482,381 88,015, 1,047,616
van 20045850 51,357 13,989 10,320, 24,043 . 3,005
51,357
Jeanne 20046082 1,094,598 283,546 225,896| = 503,817 71,240| 1,094,598
3,393,913 909,352 701,798, 1,560,600 222,164 3,393,913

TPAH1964769.2 23
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Progress Energy Florida, Inc.

Docket No. 041272-El

Summary of Recommended Adjustments

{($ Miliions)

Company Requested Storm Costs (System)

Less:
Base Salaries
Salaries of Exempt Management
Vehicle Expense (except 1/2 of Fuel}
Tree Trimming
Cali Center Expense
Uncollectibles
Total Disallowed Expenses

Adjusted Storm Costs
iess:

Reserve Balance

Pre-Tax System Expense that would produce 10% ROE
Storm Reserve Deficiency (System)

Jurisdictional Factor

Retail Storm Reserve Deficiency

$ 31141

5.46 Exhibit___(MJM-6)

6.40 Exhibit __(MJM-6)

3.04 Exhibit__ (MJIM-7)

3.90 Wimberly Deposition, p. 62.
Unknown

2.25 Exhibit __(MVW-1), page 15.

2105

290.36

(46.92)

-113.88

129.56

95.2%

$ 123.34
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