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DOCKET NO: 041414-EI 
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PARTY: PROGRESS ENERGY FLORIDA 

. DESCRIPTION: COMPOSITE STIP 2: 
1) PEF's responses to Staff's First Set of Interrogatories (Nos. 5, 
10, 12,28,29,38,43, and 49); 
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148,151-153,159-161, and 163); and 
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5. Please elaborate further on the circumstances that would implement Sections 
3.6(1) and (2). 

Answer: 

P,. circumstance such as a force majeure event (e.g., hurricane or pipeline outage) that 
mighf limit the amount of gas the Seller can deliver to Buyer would cause the pricing 
structure, as outlined in Section 3.6 (1) or (2), to be invoked. 
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Please refer to Exhibit PRM-2 (i.e" Precedent Agreement By and Between Southern 
Natural Gas Company and Florida Power Corporation d/b/a Progress Energy Florida, 
dated December 2, 2004) to Pamela R. Murphy's December 20, 2004 pre-filed testimony 
for Interrogatory Nos. 10-13. 

10. ,Please list and describe the types of FERC-approved generally applicable charges 
or surcharges contemplated by Part 1 ( e). 

Answer: 

A. 1/ Surcharges applicable to service under Rate Schedule FT. 

Storage Cost Reconciliation 
Mechanism Volumetric Surcharge; $ .003 applicable to each Dth 

transported 

GRI Surcharge: $ .000 applicable to 
Reservation 
Quantities of high 
load factor 
shippers 
and 

$ .000 is applicable to 
reservation 
quantities of low 
load factor 
shippers. 

$ .0000 applicable to each 
Dth transported. 

ACA Surcharge: $ .0019 applicable to each 
Dth transported. 
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12. 	 Please describe PEF's actions to date and future planned actions to satisfy the 
conditions set forth in Part 5(b )(vi). 

Answer: 

~outhern Natural has informed PEF in writing that PEF currently meets the credit 
requirements set forth in the Precedent Agreement and that no additional action is 
required at this time to meet the conditions set forth in Part 5(b )(vi). 
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28. 	 For each alternative, please indicate the rate at which PEF discounted cash flows 
back to the present. 

Answer: 

Discount Rate used was 8.16%. 
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29. Please provide the reasons for the date selected in footnote (d). 

Answer: 

The analysis that is summarized in Exhibit PRM-5 to Pamela R. Murphy's December 20, 
2,004, pre-filed testimony is the same analysis relied upon by Progress Energy Florida 
management when it approved execution of agreements with BG LNG Services, LLC, 
Southern Natural Gas Company and Florida Gas Transmission System during the 3rd 
Quarter of 2004. The forward curve for HH as of 8/5/04 was the latest available at the 
time the analysis was prepared. 
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38. 	 Please refer to page 6, lines 2 and 3 of Pamela R. MUIphy's December 20, 2004, 
pre-filed testimony. Please indicate the degree of volatility that PEP has 
experienced in the "basis" adder for gas supplied from the Mobile Bay-Destin 
production zones. 

Answer: 

Over the past 5 years (2000 - 2004), volatilities of Transco Zone 4 Gas Daily prices have 
trended upward reaching a peak of 96.4% in 2003. During this 5 year period, volatilities 
at Transco Zone 4 have exceeded the volatilities at Henry Hub 3 out of the 5 years, 
implying an increase in the volatility of the basis. Probably more pertinent is the trending 
upward of the Mobile Bay-Destin production area basis (Transco Zone 4 minus Henry 
Hub) over this same time period. 
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43. Did PEF include the expected value of using its existing resources to "bridge the 
gap" when evaluating the cost effectiveness of the six proposals received in response to 
PEF's RFP for natural gas supply for Hines Unit 4? 

Answer: 
. , 
No, We do not expect a delay in the in-service date of the Cypress pipeline. Additionally, 
if a delay in the in-service date of the Cypress pipeline does occur, it is expected to be not 
more than a few months, the impacts of which would not materially alter the economics 
ofthe Cypress alternative relative to the other altematives. 
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49. 	 On page 11, lines 22-23, of the prefiled direct testimony ofpamela Murphy, filed 
December 20, 2004, short term alternatives for natural gas are referenced. What 
are these alternatives and how is short term defined? 

Answer: 

Short term is defined as the duration between May 1, 2007 and when the Cypress 
Pipeline service commences. Any delay in the in-service date of the Cypress pipeline, if 
it were to occur, is expected to be not more than a few months. Please see the response to 
Question #42 for the short-term alternatives referred to in the referenced testimony. 
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INTERROGATORIES 


52. Are you aware of any state Commissions that have granted an investor-owned 

electric utility pre-approval ofa long-term supply contract? 

Answer: 

In PSC Docket No. 970096-EQ, Order No. PSC-97-0652-S-EQ, the Florida 
Public Service Commission approved PEF's long-term gas supply contract with BP 
Energy (formerly Vastar Gas Marketing) associated with the Tiger Bay facility. This 
approval was part of the Commission's overall approval ofPEF's purchase of the Tiger 
Bay facility, but in conjunction with that purchase, the Commission reviewed and 
approved the reasonableness and prudency of PEF's long-term gas supply contract with 
BP Energy. Additionally, Public Service Commissions from other states have, on 
numerous occasions, pre-approved long-term purchase power contracts that are similar, 
in principle, to long-term fuel supply contracts. 
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53. In the past ten years, has PEF entered into any long"term supply contracts? If so, 

please identify each contract arrangement including the length of the contract term. Have 

these contracts been approved by any regulatory body? 

Answer: 

PEF has entered into 2 long"term supply contracts within the past ten years, one 
with BP Energy (formerly Vastar Gas Marketing) and one with Virginia Power Energy 
Marketing (formerly Citrus Trading Corp.) for terrru; of IS-years and 20-years 
respectively. The Virginia Power Energy Marketing agreement also provides for long
term firm transportation. The BP Energy gas supply contract was approved by the 
Florida Public Service Commission in association with PEF's purchase of the Tiger Bay 
facility as noted in response to Interrogatory 52 above. 
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54. What, if any, safeguards are in place to protect the rate payer ifan international 

LNG price develops in the coming years that is lower than the contract price that PEF is 

required to pay? 

Answer: 

No such "safeguards" specific to an international LNG price were needed in the 
operative contracts for the following reasons. The LNG price in the contract in this 
matter are tied to a Henry Hub price index and were negotiated between the parties based 
on the bids provided in the responses to PEF's request for proposals. Naturally, LNG 
suppliers desire to tie their prices to an index such as the Henry Hub to ensure that their 
gas receives market pricing, and PEF also desires such an index to ensure that the gas it 
purchases is reflective of the market delivery location for the gas in the United States. 
Tying gas prices to the Henry Hub index also affords PEF the ability to hedge future gas 
supplies in order to reduce price volatility and provide rate stability for its ratepayers. 
Accordingly, the prices in the supply contracts at issue are highly competitive and 
beneficial to PEF's ratepayers on a long term basis, irrespective of the possibility that 
there could conceivably be short-term future pricing fluctuations in the international LNG 
market, because, as noted above, those prices are reflective of the market in the United 
States location where PEF will actually take delivery of its gas. 

To further explain, even if international LNG prices were facially lower than the 
contract prices, those international prices may be tied to the production source of the gas 
versus the delivery side of the sale to the customer. Under that type of pricing, additional 
costs, such as transportation costs from the international supply location to the domestic 
delivery point, would have to be considered, and there is no way to reasonably have 
"safeguard" provisions in contracts such as the one at issue to effectively deal with such 
unknown contingencies. That is why PEF and its suppliers agreed to a pricing 
mechanism that is reflective of the market delivery location for the gas in the United 
States. 
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55. If the Commission does not approve PEF's 20-year contract for LNG, will PEF be 

precluded from filing for cost recovery of the costs? 

Answer: 

PEF would not be precluded from filing for cost recovery of the costs should the 
Commission decline to approve in advance PEF's 20-year contract for LNG. However, 
PEF's LNG contract is conditioned upon the Commission's pre-approval of that contract, 
and PEF would exercise its contractual right not to move forward with any of the 
agreements if the Commission denied approval of the 20-year LNG gas supply contract. 
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56. Why should the Commission approve PEF's :to-year contract for LNG? 

Response; 

Answer: 

The Cypress project at issue in this matter involves bringing a new source offuel, 
specifically liquefied natural gas, into Florida. Unlike a "standard" natural gas pipeline 
from a nearby source ofnatural gas, an LNG project such as this one requires significant 
additional upfront capital investment from the supplier to build the natural gas pipeline 
LNG infrastructure (such as gas reserves and the associated production, a liquefaction 
plant, and LNG ships, which totals more than $1 billion). 

As discussed in detail in PEF's pre-filed testimony, responses to the Staff's 
requests for production of documents, and responses to Staff's I Sf set of interrogatories, 
PEP contracted with Southern Natural for firm transportation of the gas supply through 
an expansion of Southern's existing pipeline system to be built from Elba Island to a 
point of interconnection with the FGT pipeline in Clay County, Florida, and with FGT for 
transportation from the point of interconnection with Southern to the Hines Energy 
Complex. PEP's commitment to the Cypress LNG expansion project on the Southern 
Natural Gas Pipeline is approximately 40% of the overall Cypress project. 
Understandably, suppliers and transportation companies such as BG, Southern Natural, 
and FGT would not want to go forward with a "green field", capital-intensive project of 
this magnitude without some "front end" assurance that they will have long-term 
customers to make the project worthwhile and financially feasible. Similarly, companies 
such as PEF would not want to commit to any such project on a long-term basis without 
pre-approval from the Commission on the issues of reasonableness and prudency. In 
fact, our understanding is that Florida Power & Light is requiring respondents to its 
August, 2004 Request for Proposals for LNG supply and transportation to include 
conditions precedent in their respective bids for Commission pre-approval of any 
contract. Unlike smaller, shorter term or less complicated fuel supply and transportation 
arrangements that by their nature do not lend themselves to advance approval from the 
Commission, a long term capital-intensive project such as this one will not ever 
reasonably happen unless all parties in the project have advance assurances regarding 
their respective financial concerns, and that is why the Commission should approve 
PEF's 20-year contract for LNG. 

Without the Commission'S pre-approval ofPEF's long term natural gas supply 
purchase and firm transportation agreements, the State ofFlorida will be denied a new 
long-term supply ofnatural gas from an LNG source as well as a new pipeline altemative 
to the existing pipelines - Florida Gas Transmission and Gulfstream Natural Gas System. 
This new pipeline extension, which will receive natural gas that has been regasified at the 
Elba Island LNG Terminal and then transported to consumers throughout Florida, not 
only benefits PEF's consumers and ratepayers, but all natural gas users in the State of 
Florida. If approved, Florida will no longer be solely dependent on natural gas supplied 
from the Gulf ofMexico and will no longer be dependent on natural gas supply subject to 
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significant hurricane disruptions. Rather, Florida would have access to a liquefied natural 
gas supply from the Elha Island LNG Terminal. This will increase security and diversity 
ofnatural gas supply, which again benefits all consumers within the State. 

Through its pre-filed testimony, responses to the Staff's requests for production of 
documents, and responses to Staff's 1'1 set of interrogatories, PEF believes it has 
demonstrated that these contracts, taken collectively, represent a reasonable, prudent, and 
cost-effective choice that provide PEF's customers the best overall gas supply and 
transportation option for Hines 4 and other system needs. The contracts at issue also 
enhance diversity of fuel supply for PEF while maintaining system reliability and 
performance. Therefore, PEF believes it is prudent for the Commission to pre-approve 
the LNG contract at issue. 
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57. If the Commission did not approve PEPs 20-year LNG contract, would PEF 

honor the contract? 

Answer: 

As stated in response to Interrogatory 55 above, PEF's LNG contract is 
conditioned upon the Commission's pre-approval of that contract, and PEF would 
exercise its contractual right not to move forward with any of the agreements if the 
Commission denied pre-approval ofthe 20-year LNG gas supply contract 

00001.5 


TPAIIl994502.2 



60. How was the 8.16% discount rate developed? 


Response; The 8.16% cost ofcapital utilized in the Cypress analysis represents Progress Energy 


Florida's (PEF) weighted average cost ofcapital (W ACC). This WACC is predicated on a utility 


capital structure of48% debt and 52% equity funding. 


The cost ofdebt estimate utilized was based on a combination of the 10-year Treasury 

rate, a market-based measure orthe PEF utility'S spread over the 10 year Treasury (risk free rate), 

and an estimate of tile premium that would be charged by the market in order to lock in these 

borrowing costs for a point in the future. Our last comprehensive update of the utility'S 

borrowing costs was pcrformed during the early summer 2004, utilizing market data available as 

of April 30, 2004. At that time, the 10-year Treasury was yielding 4.51%, the current PEF 

spread over a 1O-year period was. 0.99%, and we estimated that to lock in rates for any period 

greater than 30 months illto the future, the market would require about a 100 basis point 

premium (or I%). Therefore, the PEF cost of debt appropriate for analyzing this project was 

estimated as follows: 

Cost of debt'" 10-year Treasury + PEF IO-year spread + forward premium tor period grcater 
than 30 months in the future. 

or 
=4.51%+.99%+ 1.00% 
=6.5%. 

The PEF cost of equity utilized in the analysis is the rcgulated allowed return tor the 

utility, or 12.0%. 
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We have relied upon an estimated marginal tax rate of 38.575% for PEF. This is 

composed of a marginal federal tax rate of 35.0% and the company's marginal corporate state 

income tax rate 00.575%. 

The basic calculation for deriving the WACC is: Combine the cost of equity and the 

after-tax cost of debt, according to the mix indicated by the capital structure. rormulaically. the 

calculation is: 

WACC =(Cost of Equity * Equity %) + ({Pre-tax Cost of Dcbt) • (I-tax ratc) * (Debt %» 
WACC =(12.0% * 52%) + ({6.5%)*(1-38.575%)*{48%» 
WACC = (.0624) + (.0192) 
WACC=8.16% 
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6 L lias Progress Energy Florida discussed these supply and transportation contracts with 

hond rating agencies such as Standard and Poor's or Moody's? Ir yes. please explain or describe 

the discussion. 

Rcsponse: Progress Energy Florida contacted its analysts at Standard and Poor's in advance 

or the press release announcing the supply and transportation contracts to provide preliminary 

notice of the transaction. Progress Energy Florida, however, had no substantive conversations 

with Standard and Poor's regarding the transaction. 
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INTERROGATORIES 


62. Please rcl'er to PEF's response to StatTs First Set of Interrogatories (Nos. 1-4) I1.Jr the 
ro][owing interrogatories: 

A. 	 If the Gas Sale and I'urehasc Contruct between BG LNG Services and PEr: 
(contract) is amended to provide an alternate pricing mechanism as provided by 
Sections 3.3 and 3.6, will PEF seck Commission appmval of this alternate pricing 
mechanism prior to its eflcctive date? 

B. 	 If BG LNG Services and 1'81-" do amend thc controct pursuant to Section 3.3 or 
3.6, will!'E!' seek an additional amendment to protect ratepayers in thc evcnt that 
the amended contract becomes uneconomic in a future time period? 

C. 	 Docs the contract limit the number of instances in which the parties may exercise 
Sections 3.3 and 3.6? 

D. 	 Docs the contract limit whcn the purties may exercise Sections 3.3 and 3.6? 

E. 	 Docs the contract limit h~JW frequently the parties may exercise Section. 3.3 and 
3.6'1 

F. 	 What other options are available to PEl' to achicve the same result of an alternate 
price mechanism? 

Answer: 

A. 	 IrPEl' converts to an alternate pricing mechanism, the gas costs arc subjcct to the 
Florida Public Service Commission's review and approval during the annual fuel 
clause review hearing, but not before thc effective date. The alternate pricing 
mechanism in the BO LNG contract gives PEl' the option to convert the floating 
index price to a lixed price or alternate pricing mech,lI1ism for hedging purposes. 
This is a common practicc to build in Ilcxibility on price lllcchanisms with the 
supplier as we do with othcr term gas supply contr.1ets. For example, J'EF may 
request BG LNG to convert the floating index price to a fixed price for a certain 
time period in the contract in ordcr that PEl' may execute its hedging strategy. 

13. 	 As stated in A abovc, the purpose of building in the price flexibility is to allow 
PEF to execute its hedging strategy. All prices contracted by PEl' arc subject to 
the Florida I'ublic Service Commission's review and approval during the annual 
fuci clause review hearing. 

c. 	 Sections 3.3 and 3.6 do not specify a limited numbcr orinstances. 

D. 	 According to section 3.5, "the l'arty seeking such change must make such request 
of the other Party prior to 2:30 P.M. Eastern Prevailing Time on thc last trading 
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day of the NYMEX gas futures contract (Henry Hub) of the Month immediately 
preceding the relevant Month or Months lor which the change would be 
eITective." 

E. 	 Seclion~ 3.3 and 3.6 do not specily a limited number of frequencies. 

F. 	 Another option lor PEF to achieve the same result or'ln ullCl'Ilatc price 
mechanism is to linancially contract the price change with third parties using over 
the counter or the New York Mcrchantilc Exchange (NYMEX) financial gas 
futures. 
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65. Did PEl' consider the impact ofthe proposed Duke Energy Gas Transmission's Southeast 
Supply Hub, and any other similar proposed supply storage and transport infrastructure 
developments, in determining its basis adder for the Mobile Bay-Destin production areas cited 011 

Line 3 of Page 6 in Pamela Murphy's Direct Testimony in this docket'! Plellsc explain. 

Answer: 

PEl' did not consider these developments to determine the basis adder lor the Mobile Bay-Destin 
production areas. PEl' did review the historical basis ltlr the Mobile Bay-Destin production 
meas llnd saw an upward trend in the basis adder from the 2000 to 2004 time frame. Please see 
response to Interrogatory 6413 lor the basis. In addition. PEl' determined the proposed BG basis 
adder lor rc-gasilied LNG at Elba Island Terminal to be competitive with Mobik Bay-Destin 
production urca gas supply based on the results orthc RFP responses from other suppliers of 
regasilied LNG at Elba Island as well as the June 2004 RI'P re.ponses Ii'om suppliers. 
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66, Docs the olTer made by BG LNG Services. LLC. as app<:ars 011 Bates stamp pages 76 
through 81 in PEF's rcsJXlnSC to Stall's first Request for Production of Documents No.4. 
constitute the basis of the selected alternative as referenced on Page 15. Lines 3 and 4 (11' Pamcia 
Murphy's Direct Testimony in this docket? 

Answer: 

The oller from BG LNG Services represents part of the best overall choice for the gas supply 
portiol1 only lor our next planned generating unit, I lines 4. Plcase Ilote that the price stated in the 
ul(}remcntioncd olTer was lowered to relleet the actual price cited in the BG LNG Services Gas 
Sale and Purchase Contract with PEl'. 
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67. I'lease identify each natural gas production zone from which PEF can economically and 
rclillbly purchase natural gas supply and the average market price of natural gas for each such 
production zone from 2000 to 2004. 

Answer: 

Platts Inside FERC's Gas Market Report 
FGT Z1 FGTZ2 FGT Z3 

2000 $3.84 $3.88 $3.84 
2001 $4.16 $4.25 $4.16 

,--.2002 $3.19 $3.24 $3.21 
i, 2003 

2004 
$4.87 
$8.09 

$5.39 
$6.15 

$5.41 
$6.17 

Platts Gas Daily 
FGTZ1 FGTZ2 FGTZ3 

2000 $4.24 $4.28 $4.25 
2001 $3.94 $3.97 $3.95 
2002 $3.32 $3.38 $3.38 
2003 $5.36 $5.42 $5.42 
2004 $5.78 $5.87 $5.92 

Transco Z4 
$3.90 
$4.31 
$3.25 
$5.08 
$6.21 

FGT City Gate 
$4.68 
$4.37 
$3.92 
$5.69 
$8.14 

Transco 24 
$4.31 
$4.01 
$3.41 
$5.47 
$5.93 
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67. 

Platts Inside FERC's Gas Market Report 
FGTZ1 FGTZ2 FGTZ3 TranscoZ4 

2000 $3.841 $3.883 $3.834 $3.899 
2001 $4.188 $4.258 $4.195 
2002 $3.185 $3.240 $3.206 g

2003 $5.307 $5.393 $5.409 $5.452 
2004 $6.088 $6.153 $6.171 $6.2131 

Platts Gas Daily 
FGTZ1 FGTZ2 FGTZ3 FGT City Gate TranscoZ4 

2000 $4.243 $4.292 $4.266 $4.614 $4.319 
2001 $3.944 $3.981 $3.964 $4.379 $4.016 
2002 $3.320 $3.360 $3.379 $3.917 $3.410 
2003 $5.356 $5.422 $5.420 $5.690 $5.467 
2004 $5.779 $5.876 $5.920 $6.143 $5.926 

The Inside FERC (IFERC) first of the month posted prices were used 
to calculate the prices in the table labeled "Platts Inside FERC's Gas 
Market Report" above. The IFERC data is supplied monthly and 
these monthly values were averaged to calculate the annual prices. 
However, for November '03, IFERC did not post a price for Transco 
Z4. To fill this missing price, the average basis was calculated 
between Henry Hub prices and the Transco Z4 prices in October '03 
and December '03. The resulting basis of $0.06 was then added to 
the November '03 Henry Hub price to calculate the Transco Z4 price 
for November '03. 
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68. Pleasc refer to Page 14 of l'RM·2 of Pamela Murphy's Direct Testimony in this docket. 

A. Has Southern Natural Gas Company achieved the precedent agreement shown in 
Section 5(a)ii on this page? 

l3. Does it appear at this timc Ihat Southern Nalllral Gas Company will achievc the 
precedent agreement shown in Section 5(a)iii on this page? 

Answer: 

1\. Yes. please see Attachment A. copy of letter from Bruce llughcs of Southern 
Natural to Rob Caldwell dated JlInuary 25, 2005. 

B. Southern Natural Gas Company expects to confirm su!1icicllt commitments to 
proceed with the project. If all conditions arc met by parties that have signed precedent 
agreements, Southern Nutural will waive the condition set forth in Section 5 (a) iii. 
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_tc._
-

1811U11I)' 25, 2005 

Mr. Roben F. Caldwell 
Vice President, Regulated Con:imercial Operations 
Progress Energy CaroliDas, Inc. 
P.O. Box ISSI 

Raleigh, NC 27602 


Dear Rob: 

This is to advise you that OD December 3, 2004, the Et Paso Corporation Board of 
Directors ("Et Paso") approved the CO'IISI:ruction of the Cypress Project by Southern 
Natural Gas Company ("Southern") to provide firm transportation service to Florida 
Power Corp., d/b/a ProgmlS Energy Florida, Inc. ("FPC") as set forth in the Precedent 
Apement dated December 2, 2004, between Southern and FPC ("Agmment"). 

Acwtdiugly, Southem is hereby informing you that it bas twfilled the condition 
precedent set forth in Section S(a)(ii) of the Pn:cedent Agmment and that such condition 
bas been satisfied as ofJanuary 31, 200S. 

Please confum to us in writing when FPC meets any of its conditions precedent 
set forth in Section S(b) of the Precedent Agmment Based on the firnmcial information 
obtained by our credit department, FPC has met the condition precedent set forth in 
Section S(b)(Vl) by demonstn!.ting to Southern that FPC is creditworthy to perfann its 
firnmcial obligations under the terms of the Precedent Agmment We would note, 
however, that this obligation to &llstain a showing of creditworthiness extends for the 
term of the Service Apement notwithstandiDg the fact that FPC bas met the condition 
precedent at this time. 

Bruce H. Hughes 

cc: 	 Mr. Noonan Holmes 
Ms. Patricia Francis 

__... Gao 
,...____lIOm. __ OOOOZGPO l!UJ<'i!113 ____ 
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72. How did PEF determine that the supply disruption associated with hurricanes is 
sulliciclllly important to make geographic supply diversity one of four criteria tor selecting a 
natural gas supplier for I lines Unit 4 and other units? 

Answer: 

Based on many 1llctors such as ]) PEl"s continuing dependence on natu!".!1 gas in the Gulfor 
Mexico; 2) uncertainty of the severity of storms alTecting natural gas production in the Gulf of 
Mexico; 3) the incremental costs associated with supply disruptions (i'om storms in the Gulf of 
Mexico: and 4) the importance of maintaining reliability to our clistomers, PEl' determined that 
geognlphic supply diversity should be a criteria. Please see below a table which summarizes 
incrcmental costs as a result of stormslhurricanes since 2002. 

Name Date Incremental Cost 
Tropical Stonn Isidore 9/2412002 - 9/2712002 $132,816 
Jlurricane Lili 101112002 - 10/412001 $218,807 
Tropical Storm Claudette 7114/2003-7/1612003 $9.884 
Tropical Storm Bonnie 811 011004-8/1312004 $140,778 
Hun'icane Ivan 9/13/2004-10/612004 $6.631,796 
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73. Can natural gas Iinc-packing, natural gas underground 51orage. or other gas unavailability 
mitigating mcasures offsct somc or all ofPEF's incremcntal costs associatcd with the 
unavailability of natural gas fuel supply in the evcnt of hurricanes and tropical storms in the Gulf 
of Mcxieo? 

Answer: 

D~pendil1g on the amount of controcted capacity, underground natural gas stomge could offset 
some orthe incremcntal costs associated with unavailability ol'nutural gas supply in the event of 
hurricanes or tropical storms in the Gulf of Mexico. It is diflkult to determine whether 
underground natural gas storage could mitigate all of PEF's incremcntal costs since there would 
be a specific contracted amount ofstoragc available to PEF and thc storm/hurricane's severity 
would not be known. Natural gas line-packing with pipelines can assist PEF 011 a limited basis 
depending on the pipelines linc pack availability and pressur.:s, but it is only used to supply 
plants on a slmrl-lcnll basis. It would nOI be considered a long-term solution. 
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74. Please explain how line packing. natural gas underground storage. or otner gas 
unavailability mitigating measures offset some oflne incremental costs tnat would otherwise 
have beell cxperienced by PEF from 2000 to 2004. 

Answer: 

Since PEl' docs not oWlllmd/ol' lease natural gas underground storage. PEl' is not able to offset 
the incremental costs Ihat have been previollsly experienced by Ihe lInavuilubilily of gas. PEl' 
docs have an Operational Balancing IIccount with Gullstrc(lI11 Natural Gas where it is able to 
swing ils daily burns oyer or under depending all Gullslrcam's clIeess gas in the pipeline. In 
addition, when Florida Gas Transmission does not have an "lIlert Day" in effect. PEl' is allowed 
to swing ils daily burns oyer or under for that particular gas day. To Ihe extent that PEl' owned 
und/or Icased nalural gas underground storage, the offset or the incremental costs would depend 
on the length of Ihe gas interruption and how mueh storage capacity was contracted by PEF as 
slated in Ihe response to Interrogatory No. 73. 
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75. I'lease refer to Section 1.1 of the Gas Salc and Purehasc Contract between BG LNG 
Services and PEl' lor the following questions: 

A. 	 Docs the "Contract Quantity for Hines" represent PEF's maximum throughput 
needs for nutuml gas at llincs Unit4? Ifnot, please explain. 

B. 	 What options can PEF choose from if PEF's throughput needs for Hines Unit 
4 on a given day arc less than the "Contract Quantity for 1lines"? Plcase rank 
Irom greatest to Icast value for PEF, and provide the assumptions used in that 
ranking. 

C. 	 What options cun PEl' choose from if PEF's system throughput needs on u 
given day arc less than the "Contract Quantity lor System"'? Plcase rank from 
grcntcsttoleast value lor PEl', and provide the assumptions used in that 
ranking. 

Answer: 

A. 	 Based on the monthly data provided under Interrogatory 122, the daily highest 
daily volume appears in August 2014 at 72,001 MMBtu. The "Contract Quantity 
fix I lines" is identitied as 60,000 MMBtufday, however, plcase remember that the 
Contract Quantity lor the System can also be delivered to I lines Complex as well 
during the ,ummer period. 

B. 	 PEF would uttcmptto economically optimize any excess transpol1ation capacity 
and/or supply. The proposed contracts would be optimized along with l'EF's 
other gus supply and transportation contracts. When excess transportution 
capacity andlor supply exist, thc market conditions and the pipeline's Ilexibility to 
go long would dictate which option PEl' would usc. Potential options to balance 
PEF's system throughput: 

• 	Deliver excess supply to other PEF lacilities if needed. (Assumption: 
nature I gas can be used at other PEl' laeilitics.) . 
Go long on the interstate pipelines as imbalance gas. (A,sumption:• 
the pipelines have imposed no restrictions that day.) 

• 	 Sell natural gas dclivered supplies (supply and transport) to other 
counterpartics. (Assumption: The pipelines have imposed rcstrictions 
on daily balance and PEr must sell gas to avoid daily penalties or the 
price a counterparty is willing to pay is more thun the supply and 
variable transpon costs arc to PEl", thereby res~llting is a margin profit 
to be Ilowed through the fuel adjustment clause.) 

• 	Sell excess natural gas at the Elba LNG facility receipt point. 
(Assumption: See third bullet above except that variablc transport 
costs are not included.) 

• 	 Sell excess natural gas at various Gulf of Mexico receipt points 
(Assumption: See third bullet above.) 
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C. PICllSC sec response to Interrogatory 75 (B) above. 
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78. Because PEF had a stated criterion 10 reduce reliance on gas from the Gulf of Mexico, 
could a Gulf of Mexico gas supplier have won Ihis bidding process? 

Answer: 

Yes, because this was only one oul of the four criteria upon which PEF based its decision. 
Ilowever. the Gulf of Mexico suppliers were not willing to provide a twenty year proposal to 
PEl'. and their price "'liS also higher than BG LNG Services' ultimate price to PEl". As a result. 
it was diflicult to equally compare the supply alternatives. 
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81. Did PEr provide public notice of'its bid solicitations lor long term supply of LNG tor 
Hines lJnit4 and other gas units? Why or why not? 

Answer: 

No. Please see the three attachments in response to Interrogatory No. 83 which reneet the tists 
of countcrpartics that received PEF's RfP's. PEl' maintains this list ofcredit worthy 
countcrparties l'Or each RFI' distribution. 
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82. What was the sequence ofevents and associated dates PEl' used in its solicitation process 
for gas supply to Ilines Unit 4 and other units. beginning with the development of the lirst RFP 
through the selection of I3GICypresslFGT (events may include such items as development of the 
RF!'. RFI' distribution. bid due dates. bid evaluation. determinations to rebid. contract 
negtltiations. and ultimate selection),' 

Answer: 

NON-BINDING LNG GAS RFP I}ISTRIBUT[I) AUGUST 22, 2003 
• Development orRF!' early August 2003. 
• Distributed non-binding RFP on August 22.2003. 
• Bid responses due September 3, 2003. 
• Bid evalumion in September 2003. 

BINDING LNG RFP I>ISTRIBUTEI} APRIL 5, 2004 
• Development orRFP during March 2004. 
• Distributed binding RFP 011 April 5.2004. 
• Bid responses due April 26. 2004. 
• Bid evaluation. negotiation and rebids from May to mid-August 2004. 

mOM BINI>ING I)OMl':STIC GAS RFP DISTRIBUTF.,1) JUNE 14,2004 
• Development orRF!' in early June 2004. 
• Distributed binding RF!' on June 14. 2004. 
• Bid responses due June 24, 2004. 
• Bid cVlllu(ltion. negotiation and rebids from June to August 2004. 

FINAL SELECTION OF GAS AND TRANSPORTATION OPTION FOR HINES 4 LATE 
AUGUST 2004 
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85. Havc FOT and PEF successfully mct the requirements set forth in paragraph 2 of FOT's 
lirst Deccmber 2, 2004 lettcr to Ms, Murphy? 

Answer: 

Yes, by execution or a letter agreement dated January 31.2005, between FOT and PEF. the 
stipulations contained in paragraph 2 of FOT's first Decembcr 2, 2004 letter to Ms. Murphy 
were satislied, 
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86. What is/are those natural gas production areas from which PEl' purchases gas olher than 
the Mobile Bay-Destin production area, as alluded to al Lines 3-4 of Page 12 of Pamela 
Murphy's Direct Testimony in this docker? Are these production areas capable of providing a 
cost-cllectivc alternative lor natura! gas for Hines Unit 4 during the 2007-2027 period? Did PEl' 
consider those production area(s) in preparing its determination to solicit a long term supply or 
nutural gas lor I lines Unit4. or in its aSsllciated RFI' process? Please explain. 

Answer: 

Other PEF's production area natural gas sources include receipt points and pools located 
in Florida Gas Transmission Zone I, Zone 2, Zone 3, and all other Oulfstream Natural 
Gas Systems receipt points. Florida Gas Transmission personnel indicated that rOT 
Zones I and 2 could not be expanded at their current maximum rale under schedule ITS
2 and therefore PEF dismissed this option as a viable alternative. The remaining 
production arcas sourced Irom FGT Zone 3 and Gull'stream are considered part orthe 
Mobile Bay-Destin production area. which was evaluated during the Hines 4 RFP. 
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88. Please describe any conclusions made by PEl' regarding the adequacy of Gulf Coast 
sources in the provision of the long term supply of nut ural gas to I·lines Unit4 as u result of 
responses to its August 2003 RFP. 

Answer: 

The main conclusion mude by PEF regarding the adequacy of Gulf Coast sources in the 
provision of the long term supply of natural gas to Ilincs Unit 4 as a result of responses to its 
August 2003 RI'P was that the Gulf Coast LNG projects in the Mobile Bay Area were not far 
enough along to bid on the RI:P. PEl' also concluded that suppliers desired a NYMEX or Henry 
flub index lor the gas pricing. Finally, the willingness to assume ioreign/import relak-d risks 
v(lricd among suppliers. 
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93. What proc~ss did PEl' use to ensure that potential natural gas suppliers were not excluded 
in ils solicitation proc~ss'1 

Answer: 

PI'" maintains it list of viable and credit worthy cOllntcrparties who have the ability to supply 
natural gas to Progress Energy. Indeed. most viable and credit worthy gus suppliers already 
have existing natural gas contracts with PEl'. PEF distributed the RFP's 10 Ihe moslllpdalcU (111 
the lime of the RFI' distribulion) lisl of those coulllcrpartics consisting of both domeslic and 
Ibrcign,LNG suppliers capable of serving l'Ef'. 
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94. llow did PEF seleet specific suppliers to solicit II bid ror LNG either rrom Elba Island 
LNG terminal or a Bahamian LNG terminal? 

Answer: 

PEl' distributed LNG RFP's to all natural gas suppliers thut had contmetual rights to deliver 
LNG to Elba Island LNG Tcrmimll and/or the projcet owners of the Bahamas-based LNG 
terminal projects with the exception of EI Paso, because they had made the announcement that 
they were trying 10 sell their Bahamas-based LNG tcnninal projL'C\. 
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100. Regarding Elba Island LNG. is the greatest natural ~as rcliability risk associated with the 
commodity (production. liquefaction. shipping. rcgasil1cation) or its domestic pipeline 
transportation to the Ilincs Complex? Why? 

Answer: 

gas reliability risk the evcnts which could negatively impact regasification at the 
Elba Island Terminal or the transportation associated with the pipeline transportation 011 

Southern Natural and Florida Gas Transmission to the Ilines Complex. 
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lOt. IfOulfofMcxico natural gas resources would provide PEF a dincrent level of 
operational flexibility in serving 1 lines 4 and other units compared to that which would be 
provided by Elba Island LNG, plcase idel1lify those dillercllccs. 

Answer: 

As previously indicated in PEl' response to Interrogatory No. 46 of the Stan's First Set or 
Interrogatories, Elba Island LNG prcsel1ls a different level ofoperational flexibility as 
compared to Gull' of Mexico natural gas sources as it provides: 
• 	 Accessibility (via associated development or u new major pipeline into the State or 

Florida) to all additional and geographically scparate source of natural gas that will 
mitigate the risks of supply disruptions and pipeline operational constraints: 

• 	 Long~lerm certainty and sccur;ty or supply with a higher degree or price stability (that is 
not available from GulfofMcxico based suppliers): and 

• 	 The opportunity to release transportation capacity and/or sell a bundled (gas and 
trunsportation) product on Southern Natural's pipeline system in the event it is not 
nceded lor PEl' gencration requirements. 

000041 

TI'1\1I2003672, I 



102. Does Elba Island LNG contain single point of delivery Illilme risk? If nol, please explain 
how optional gas would be available in the event LNG shipping is disrupted, 

Answer: 

Should Elba Island LNG Terminal experience a delivery failure and LNG deliveries could not be 
Illude, please see PEF's options outlined in Interrogatories Nos. 129 alld 130. Also. please see 
response to Interrogatory No. 42 whil:h relleets other PEF oplions. 
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104. PEF'S April 2004 RFI' specified a ccrtain duration lor the contract period. What present 
or lorccaslcd market supply, bid information, or other conditions caused PEl' to 110t consider a 
shorter duration contract? 

Answer: 

Since the lirsl RFP conducted in August 2003 was non-binding, I'EF conducted a second LNG 
RFP to solicit bids for a binding proposaL In order to comparc the supply bids lor LNG, PEl' 
provided for a certain duration so that we could compare the eosts associated with the Cypress 
expansion project and the Bahamas projects. In addition, Southern Natural required a teMll of 
twenty years from PEl' to build the new pipeline to Florida Gas Transmission. 
Correspondingly, PEF's supply RFP was l'or twenty years to ensure gas supply was available to 
lillthc pipeline capacity I<'lr the entire term. This was cspcdally important since there arc fewer 
suppliers delivering to Elba Island Terminal than the Gulf Coast. 
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105. PEl' is seeking approval ofthrcc 20-ycar conlmc\s, Was ill'EF's goal 10 match these 
contracts al 20 years or was Ihe term of the contracts dictated by the 20 year term being the 
minimum term available for olle of Ihese contracts'! 

Ans\\'cr: 

Both. PEl' wanted III secure and match alllhrec twenty-year contracts as a package, In 
addition. Southern Natural and BG LNG Service> required a twenty year commitment 
from PEl', 
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110, What is the probability that the Southeast US regional average LNG priec will at some 
point during the 20 year period between 2007 and 2027 be signilicantly lower than the Gulf of 
Mexico market proxy referenced on Linc 10 of Page 14 of Witness Murphy's Direct Testimony 
Ii led in this docke!'? 

Answer: 

'Ibe Gulf of Mexico market proxy renects gas commodity prices baSL"il on Henry (Iub, 
PEF expects North American LNG prices to be tied to a Henry Hub price index, In fllet. 
all orlhe LNG respondents to PEF"s RFI'"s rel1ccted LNG prices tied to a Henry Ilub 
index, PEl' docs not know whether a Southeast US regional average LNG priee will be 
contemplated il1lhe luture for Gulf of Mexico supply or the probability associated wilh it. 
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Ill. Which utilities in the U.S.. iruny. currently receive rcgasificd LNG under long leml 

conlracllrom Elba Island or any other LNG terminal in the U.S.? 


Answer: 


PEl' docs not have Ihis inlonn<lliol1. 
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112. Which utilities illihe U.S .. ifany, currently recover the costs ofregasilied LNG 
purchased under long lerm contract via an up-front approval orthe contnlct rates from the utility 
regulator') 

Answer: 

PEl' docs not haw this information. 
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113. Which gas consuming entities in the U.S. other than utilities currently receive regasilicd 
LNG under long term contract from Elba Island or any other LNG tenninal in the U.S? 

Answer: 

PEl' docs not have this inll)mlatioll. 
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114, Plcase explain the commodity price ditrercncc between what appears in BG LNG 
Services LLC's response to PEF's i\pri12004 RIOI' tor the supply of regasilicd LNG to Hines 
Unit 41111d the actual contract betwecn PEl' and BG LNG Services I.LC'. which is an exhibit to 
I'<uncla Murphy's Dircet Testimony in this d,lcket? 

Answer: 

The c(lmmodity price dccreased frol11 BG LNG Services LLC's rcsponse to PEF's April 2004 
RFI' lor the supply ofrcgasilicd LNG to 1'linc5 Ullit 410 Ihe actual contract betv.'Ccn I'EF and 
130 LNG Services LI.(', This decrease in commodity price was duc 10 the lact that I>EF 
I1cgotiuted a more lavorable commodity price lor the ratcpayers, 
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121. Please provide l'EF's current generation, peak demands (summer and winter) and 
resulting reserve margins I'or the ncxtten years. What is the current in-service date and capacity 
ofHincs 4'! 

Answer: 

Plcnse refcr to Attachmcnt G, PEF's 2004 Tell Yenr Site Plan (TYSP) for PEF's generation. peak 
demands (summer and winter) and reserve margins lor the next ten years. The current in-service 
date lor I lines 4 is December 2007. 

, 
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CODE IDENTIFICATION SHEET 


Generating Unit Type 

ST - Steam Turbine - Non-Nuclear 

NP - Steam Power - Nuclear 

GT - Gas Turbine (Combustion Turbine) 

CC - Combined-cycle 

SPP - Small Power Producer 

COG - Cogeneration Facility 


Fuel Type 

NUC - Nuclear (Uranium) 

NG - Natural Gas 

RFO - No.6 Residual Fuel Oil 

DFO - No.2 Distillate Fuel Oil 

BIT - Bituminous Coal 

MSW - Municipal Solid Waste 

WH - Waste Heat 

BID - Biomass 


Fuel Transportation 

WA - Water 

TK-Truck 

RR - Railroad 

PL - Pipeline 

UN-Unknown 


Future Generating Unit Status 

A - Generating unit capability increased 
FC - Existing generator planned for conversion to another fuel or energy source 
P - Planned for installation but not authorized; not under construction 
RP - Proposed for repowering or life extension 
RT - Existing generator scheduled for retirement 
T - Regulatory approval received but not under construction 
U - Under construction, less than or equal to 50% complete 
V - Under construction, more than 50% complete 
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INTRODUCTION 


Section 186.801 of the Florida Statutes requires electric generating utilities to submit a Ten-Year 

Site Plan (TYSP) to the Florida Public Service Commission (FPSC). The TYSP includes 

historical and projected data pertaining to the utility's load and resource needs as well as a 

review ofthose needs. It is compiled in accordance with FPSC Rules 25-22.070 through 25.072, 

Florida Administrative Code. 

~ogress Energy Florida's (PEP's) TYSP is based on projections of long-tenn planning 

requirements that are dynamic in nature and subject to Change. These planning documents 

should be used for general guidance concerning PEF's planning assumptions and projections, 

and should not be taken as an assurance that particular events discussed in the TYSP will 

materialize or that particular plans will be implemented. Infonnation and projections pertinent to 

periods further out in time are inherently subject to greater uncertainty. 

The TYSP document contains four chapters as described below: 

CHAPTERl 

DESCRlPTION OF EXISTING FACILmES 

CHAPTER 2 

FORECAST OF ELECTRICAL POWER DEMAND AND ENERGY CONSUMPTION 

CHAPTER 3 

FORECAST OF FACILITIES REQUIREMENTS 

CHAPTER 4 

ENVIRONMENTAL AND LAND USE INFORMATION 
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CHAPTER 1 

DESCRIPTION OF 
EXISTING FACILITIES 

~ Progress Energy 
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CHAPTERl 


DESCRIPTION OF EXISTING FACILITIES 


EXISTING FACILITIES OVERVIEW 

OWNERSHIP 

Progress Energy Florida (PEF) is a wholly owned subsidiary of Progress Energy, Inc. (Progress 

Energy), a registered holding company under the Public Utility Holding Company Act (PUHCA) 

of 1935. Progress Energy and its subsidiaries, including PEF, are subject to the regulatory 

provisions of the PUHCA. Progress Energy is the parent company of PEF and certain other 

subsidiaries. 

AREA OF SERVICE 

PEF provided electric service during 2003 to an average of 1.5 million customers in Florida. Its 

service area covers approximately 20,000 square miles and includes the densely populated areas 

around Orlando, as well as the cities of St. Petersburg and Clearwater. PEF is interconnected 

with 21 municipal and 9 rural electric cooperative systems. Major wholesale power sales 

customers include Seminole Electric Cooperative, Inc., Florida Municipal Power Agency, and 

Florida Power & Light Company. PEF is subject to the rules and regulations of the Federal 

Energy Regulatory Commission (FERC) and the Florida Public Service Commission (FPSC). 

PEF's Service Area is shown in Figure 1.1. 

TRANSMISSIONIDISTRlBUTION 

As of December 31, 2003, PEF had approximately 5,000 circuit miles of transmission lines 

including about 200 miles of 500 kV lines and about 1,500 miles of 230 tV lines. PEF bad 

distribution lines of approximately 25,000 circuit miles of overhead conductor and about 15,000 

circuit miles of underground cable. Distribution and transmission substations in service had a 

transformer capacity of approximately ·45,000,000 kVA in 614 transformers. Distribution line 

transformers numbered 356,930 with an aggregate capacity of about 18,000,000 tVA. A map of 

the Electric System can be found in Figure 1.2. 
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ENERGY MANAGEMENT 

PEF customers participating in the company's residential Energy Management program are 

managing future growth and costs. Approximately 380,000 customers participated in the Energy 

Management program at the end of the year. contributing about 735,000 kW of winter peak

shaving capacity for use during high load periods. 

TOTAL CAPACITY RESOURCE 

As of December 31. 2003, PEF had total summer capacity resources of approximately 9,782 

MW consisting of installed capacity of 8,475 MW (excluding Crystal River 3 joint ownership) 

and 1,307 MW of firm purchased power. Hines Unit 2. a 516 MW combined-cycle unit, was 

placed into service in December 2003. Additional information on PEF's existing generating 

resources is shown on Schedule 1 and Table 3.1. 
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FIGURE 1.1 


PROGRESS ENERGY FLORIDA 


Service Area Map 
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PROGRESS ENERGY FLORIDA 


Electric System Map 
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PROCRESSENERCY FLORlDA 

SCHEDULE 1 


EXlSliNOOENERAnNO FACJU1'IES 


AS OF DECEMBER 3f,lOO3 


(I) 	 (2) III I') (Sl (') (1) (8l (') (10) (II) (12) (n) (14) 

COM'L IN· EXPECTED GEN, MAX. NSrCA'UBUlTY 

UNIT LOCATION UNIT :f.U!L fllEL TRANSPORT ALT, JVli.L SBltVICE RETIREMENT NAMEPLAT£ SUMMER WlNl'ER 

lLANIHA.ME l!!l. ~ !:tl'Ii W. Al.I. W Al.I. l!AYi.llJIll lllJ1Ll:IllI& I!Ill.!XI1A& Kl!! ~ Ml't 
iWM ,.,ANCWTE PASCO ST RFO NO PC PC H'I74 SS6,2OO '22 

ANCLOTE 2 PASro ST RPO NO PI. PL '56.200 S22 

BARTOW I I'INEIllS ST lIFO WA 1191" 121,SUO III 123 

BARTOW 2 f>iNELLAS ST RFO WA 111,SUO 11. III 

BARTOW PlHELLAS ST RFO NO WA PL 239,360 "" :!IIII 

,,'1" 	 ,., 

""" .'/63 	 ,.,.CRYSTAL arvER. emc.us ST BIT W..... 	 440,550, , 	 '" 
CRYSTAL RrvEK CITRUS ST BIT W..... IJ16'1 !i23.300 ... '.1 
CR.YSTAL RIVER ,. C!TR.US ST NUe TK .,,11 890.%0 '69 18' 
CRYSTAL RIVER CITRUS ST BIT WA,RR 12/82 139.260 n.• 
CRYSTAL RNER CITRUS ST BIT WA.RR 11118' 739,260 711 '" 
SUWANNEE JUVER SUWANNEE Sf RiO NO TK PL IIIS3 34,500 !1 '" " 
SUWANNEE JUVER , SUWANNEE Sf RFO NO TK PL IIls4 37,$00 JI n ,SUWANNEE RNER SUWANNEE ST RFO NO TK !'L 	 7-5,000 III U"'1" 

4,fiSl 4.771 

CQMBJNEI).(;yCLE 

HINES ENERGY COMPLEX POLK cc NO OPO PL TK ".• 
KINES ENERGY COMPLEX , POLK CC NO DFO PL TK , "" '" 58' 

TiGER SAY POLK CC NO PL m ill 


COMBUSTION ruRBmE 

AVQNPARK PI HIGHLANDS OT NO oro PL 33,79(1 " ",-	
"AVON PARK Pl HIGHlANDS aT oro TI< 1:J/6' 33.790 

BARTOW PI, P3 PINELlAS (IT OFO WA 5fIUJ12 11 1,40(1 " 91 '06 
lW<TOW 12 PINELLAS err NO oro PC WA MIll 55.100• 
BARTOW 	 P4 PINELU.S GT NO oro PL WA .."., ,>.m ,. .. .." 
BAYBORO P I ~P4 PINELlAS aT DFa WA.TK 	 lU,8IlO 184 ill..'" 
DEBARY 1'1..;>6 VOLUSJA aT OPO TJ(,RR lW'.()4l16 4<"..,. '24 "" DEBARY P7-P9 VOWSJA aT NO oro PC TK,RR 'O/9l 34,.000 ". 


DEBARY 1'10 VOWSlA or oro TK.Rll 1019' 115,000 '" ., 

HIGGINS PI-Pl PIN61L\S or OFO 'IX 	 03/69.(14169 (7)80 " .. 
!OOGINs PJ..P4 PINELLAS or NO OFO PL 	 I1I70.(lint 85,8'0 • 8 7 • " 
lNTElCESSION crrv PI~~ OSCEOlA PL.lXOT "'0 	 ."" "'.ZOO '.4 ". 
INTERC£SSION C1TY n.pIG OSCEOLA or NO DFO PL PL.Tj{ IOJ>! 460,000 ,,'
INTERCESSION CITY P11.... OSCEOLA. GT Dro P[..TX 01"7 16$.000 ,., '" 170 

nrtERCESSION ern' P12·P14 OSCEOLA aT NO oro PL Pl.,lX S '52 m1- ,,'.... 
RIOPINAR Pt ORANGE GT DFO TK 11nt1 19.290 

SUWANNEE RrvER P-I SUWANNEE or NO DFO n lX 

I.
,. ,,"'" 61.200 ,." " 67 " 

SUWANNEE RrvER P2 SUWANNEE OT OFO TK IIlI80 61.200 67 

SUWANNEE RIVER P3 SUWANNEE or NO DFO PL TK 61.200 67"130 	 ,." TURNER PI~P2 VOU,lSlA OT OFO TIC. 	 38,$80'''''. " lURNER 	 VOLUSlA GT oro lX • 8m 71,200 

TURNER '" P4 VOLUStA GT DR) TK 	 .,," 71,200 " "s. 
UNtv. OF FLA. PI AlACHUA OT NO PL 	 Oil'>! 43,000 II II " 

.. REPRESENTS APPROXIMATELY91.!% PEFOWNERSKtPOFUNIT 

•• SUMMER CAPABIl..lTY (JUNE THROUGH SEPTEM8ER) OWNED BY GEORGIA roWEll COMPANY TOTAL 1lESOlJRCES (MW) 8tf75 
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CHAPTER 2 

FORECAST OF 
ELECTRIC PO WER DEMAND 

AND ENERGY CONSUMPTION 

~ Progress Energy 
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CHAPTER 2 


FORECAST OF ELECTRIC POWER DEMAND 


AND 

ENERGY CONSUMPTION 

OVERVIEW 


The following Schedules 2, 3 and 4 represent PEF's history and forecast of customers, energy 

sales (GWh), and peak demand (MW). High and low scenarios are also presented for sensitivity 

purposes. 

The base case was developed using assumptions to predict a forecast with a SOf50 probability, or 

most likely scenario. The high and low scenarios, which have a 9Ofi0 probability of occurrence 

or an 80 percent probability of an outcome falling between the high and low cases, employed a 

Monte Carlo simulation procedure that studied 1,000 possible outcomes of retail demand and 

energy. 

PEF's customer growth is expected to average 1.7 percent between 2004 and 2013, less than the 

ten-year historical average of 2.2 percent. The ten-year historical growth rate falls to 2.0 percent 

when accounting for the creation ofPEF's Seasonal Service Rate tariff, which artificially inflates 

customer growth figures. Slower population growth -. based on the latest projection from the 

University of Florida's Bureau of Economic and Business Research .- results in a lower base 

case customer projection when compared to the higher historical growth rate. This translates 

into lower projected energy and demand growth rates from historic rate levels. 

Net energy for load, which had grown at an average of 3.9 percent between 1994 and 2003, is 

expected to increase by 2.1 percent per year from 2004·2013 in the base case, 2.4 percent in the 

high case and 1.8 percent in the low case. Projected weakness from the wholesale jurisdiction 

has contributed to lower projected PEF system growth rates compared to prior forecasts. 

Summer net firm demand is expected to grow an average of 2.3 percent per year during the next 

ten years. This compares to the 3.3 percent average annual growth rate experienced throughout 
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the last ten years. High and low summer growth rates for net firm demand are 2.6 percent and 

2.0 percent per year, respectively. Winter net firm demand is projected to grow at 2.3 percent per 

year after baving increased by 5.9 percent per year from 1994 to 2003. The high historical 

growth figure is driven by an extreme weather peak day in 2003 and a fili:rly mild winter peak 

weather condition in 1994. High and low winter net firm demand growth rates are 2.6 percent 

and 2.0 percent, respectively. 

Sununer net firm retail demand is expected to grow an average of 2.4 percent per year during the 

next ten years; this compares to the 3.7 percent average annual growth rate experienced 

throughout the last ten years. High and low sununer growth rates for net firm retail demand are 

2.8 percent and 2.1 percent per year, respectively. Winter net firm retail demand is projected to 

grow at approximately 2.0 percent per year after having increased by 6.0 percent per year from 

1994 to 2003. High and low winter net firm retail demand growth rates are 2.4 percent and 1.6 

percent, respectively. 
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4 

ENERGY CONSUMPTION AND DEMAND FORECAST SCHEDULES 


SCHEDULE 

2.1, 2.2 and 2.3 

3.1.1,3.1.2 and 3.1.3 

3.2.1,3.2.2 and 3.2.3 

3.3.1,3.3.2 and 3.3.3 

DESCRIPTION 

History and Forecast of Energy Consumption and Number of 

Customers by Customer Class 

History and Forecast of Base, High and Low Summer Peak 

Demand(MW) 

History and Forecast of Base, High, and Low Winter Peak 

Demand (MW) 

History and Forecast of Base, High and Low Annual Net Energy 

for Load (GWh) 

Previous Year Actual and Two-Year Forecast of Peak Demand and 

Net Energy for Load by Month 
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PROGRESS ENERGY FLORIDA 

SCHEDULE 2,1 

HISTORY AND FORECAST OF ENERGY CONSUMPTION AND 

NUMBER OF CUSTOMBRS BY CUSTOMER CLASS 

(I) (2) (3) (4) (5) (6) (7) (8) (9) 

RURAL AND RESIDENTIAL COMMERCIAL 
~~~~_~~~~~~~_~_~____~_~_____~___ ~__~______w____ 

-----~--~----~~-.------. 

AVERAGE AVERAGE KWh AVERAGE AVERAGE KWh 

PEF MEMBERS PER NO. OF CONSUMPTION NO. OF CONSUMPTION 

YEAR POPULATION HOUSEHOLD OWh CUSTOMERS PER CUSTOMER GWh CUSTOMERS PER CUSTOMER 

------
_w _____• __ ______.~~~~u 

________ w~~ __·__n_~__ 
---.-~-~---

1994 2,734,821 2.485 13,863 1,100,537 12,597 8,252 122,987 67,091 

1995 2,801,105 2.491 14,938 1.124,619 13,282 8,612 126,189 68,247 

1996 2,847,802 2.494 15,481 1,141,671 13,560 8,848 129,440 68,356 

1997 2,895,266 2.495 15,080 1,160,611 12,993 9,257 132,504 69,862 

1998 2,959,509 2.502 16,526 1,182,786 13,972 9,999 136,345 73,336 

1999 3,047,293 2.511 16,245 1,213,470 13,387 10,327 140,897 73,295 

2000 3,044,449 2.467 17,116 1,234,286 13,861 10,813 143,475 75,368 

2001 3,141,861 2.465 17.604 1,274,672 13,810 1l,061 146,983 75,251 

2002 3,201,661 2.465 18,154 1,301,515 14,409 11,420 150,577 15,842 

2003 3,286,782 2.468 19,429 1,331,914 14,581 11,553 154,294 14,816 

2004 3,352,412 2.468 19,704 1,358,414 14,505 12,105 156,903 17,150 

2005 3,410.218 2.466 20,212 1,382,699 14,618 12,535 159,634 78,523 

2006 3,468,155 2.465 20,106 1,406,712 14,119 12,955 162,422 19.161 
2007 3,526,276 2.464 21,206 1,431,102 14,818 13,392 165,425 8ll,955 
2008 3,588.935 2.465 21,713 1,455,971 14,913 13,833 168,552 82,070 

2009 3,653,234 2.461 22,222 1.481,124 15,003 14,210 111,115 83,103 
2010 3,114,098 2,466 22,105 1,505,866 15,018 14,698 114,825 84.073 
2011 3,112.892 2,466 23,I8ll 1,529,665 15,154 15,118 171,814 85,021 

2012 3,821,099 2,465 23,668 J,S52,660 15,244 15,533 180,103 85,959 

2013 3.819,660 2,463 24~IS9 1,51$,153 15,338 15,950 183,521 86,908 
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PROGRESS ENERGY FLORIDA 

SCHEDULE 2.2 


mSTORY AND FORECAST OF ENERGY CONSUMPTION AND 


NUMBER OF CUSTOMERS BY CUSTOMER CLASS 


(1) (2) (3) (4) (5) (6) (7) (8) 

INDUSTRIAL 

-----_..-----------------------------_..----- STREET & OTHER SALES TOTAL SALES 

AVERAGE AVERAGE KWh RAILROADS HIGHWAY TO PUBLIC TO ULTIMATE 

NO. OF CONSUMPTION AND RAILWAYS LIGHTING AUTHORITIES CONSUMERS 

YEAR GWh CUSTOMERS PER CUSTOMER GWh GWh GWh GWh 
_........__..............-- ---....__........_...-_..- ---------_......-................ ----_.......... _...--......_-- -----------_............ 


1994 3,580 3,186 1,123,666 0 26 1,954 27,675 

1995 3,864 3,143 1,229,399 0 27 2,058 29,499 

1996 4,224 2,927 1,443,116 0 26 2,205 30,784 

1997 4,188 2,830 1,479,859 0 27 2,299 30,851 

1998 4,375 2,707 1,616,180 0 27 2,459 33,386 

1999 4,334 2,629 1,648,536 0 27 2,509 33,442 

2000 4,249 2,535 1,676,134 0 28 2,626 34,832 

2001 3,872 2,551 1,517,836 0 28 2,698 35,263 

2002 3,835 2,535 1,512,821 0 28 2,822 36,859 

2003 4,001 2,643 1,513,810 0 29 2,946 37,957 

2004 4,144 2,625 1,578,667 0 29 3,066 39,048 

2005 4,197 2,625 1,598,857 0 29 3,191 40,164 

2006 4,281 2,625 1,630,857 0 29 3,310 41,281 

2007 4,328 2,625 1,648,762 0 30 3,428 42,384 

2008 4,372 2,625 1,665,524 0 30 3,546 43,494 

2009 4,416 2,625 1,682,286 0 30 3,666 44,604 

2010 4,453 2,625 1,696,381 0 30 3,789 45,675 

2011 4,482 2,625 1,707,429 0 31 3,911 46,722 

2012 4,511 2,625 1,718,476 0 31 4,024 47,767 

2013 4,538 2,625 1,728,762 0 31 4,136 48,814 
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PROGRESS ENERGY FLORIDA 

SCHEDULE 2.3 


HISTORY AND FORECAST OF ENERGY CONSUMPTION AND 


NUMBER OF CUSTOMERS BY CUSTOMER CLASS 


(I) (2) (3) (4) (5) (6) 

SALES FOR trrlLiTY USE NET ENERGY ornER TOTAL 

RESALE & LOSSES FOR LOAD CUSTOMERS NO. OF 

YEAR GWh GWh GWh (AVERAGE NO.) CUSTOMERS 

------- ----....---- ..-- .._----...... ------  ------

1994 1,819 1,680 31,174 17,181 1,243,891 

1995 1,846 2,322 33,667 17,774 1,271,785 

1996 2,089 1,842 34,715 18,035 1,292,073 

1997 1,758 1,996 34,605 18,562 1,314,507 

1998 2,340 2,037 37,763 19,013 1,340,851 

1999 3,267 2,451 39,160 19,601 1,376,597 

2000 3.732 2,678 41,242 20,004 1,400,299 

2001 3.839 1,830 40,933 20,752 1,444.958 

2002 3,173 2,534 42,567 21,156 1,475,783 

2003 3,359 2,595 43,911 21,665 1,510.516 

2004 3,349 2,764 45,161 22,159 1,540,101 

2005 2,927 2,654 45,745 22,735 1,567,693 

2006 3,011 2.828 47,120 23,310 1,595,069 

2007 2,890 2,770 48,044 23,885 1,623,037 

2008 2.672 2,881 49,047 24,463 1,651,611 

2009 2,593 2,950 50,147 25,039 1,680,503 

2010 2,580 3,008 51,263 25,616 1,708,932 

2011 2,549 3,085 52,356 26,191 1,736,295 

2012 2,563 3,148 53,478 26,769 1.762,757 

2013 2,581 3,213 54,608 27,345 1,788,650 
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PROGRltSS ENERGY FLORIDA 

SCHEDULB),I.I 

HISTORY AND FORECAST OF SUMMER PEAK DEMANO{MW) 


BASE CASE 


(1) (2) (J) (') (5) (6) (1) (8) (9) (OTH) (Ill) 

ItESIDENTIAL COMM. I IND, OTHER 

LOAD RESIDENT1A1. LOAD COMM. I IND. DEMAND NllTYIIlM 
YEAR TOTAt. WHOLESALE RETAIL rN'IERRUPTIBLE MANAGEMENT CONSaV A nON MANAGEMENT CONSERVATION REDUCTIONS DEMAND 

._----- ---- ----- 
1.94 6,880 7S7 6,(}93 262 S21 52 30 81 l$' 5,174 

199' 1,523 .5. 6,564 26. SOl 64 .06 160 6~81 

.996 7.47f) 82. 6,642 309 565 69 " 120 '61 6,1•• 
1991 7,78<i 814 6.,912 2" m 18 41 13! 110 6,52l 
1998 ~67 943 7.<124 291 438 42 142 182 7,175.7 
1999 .,ol' 1.326 1.713: 292 ,OS 113 153 ISJ 7,747 

2000 8.,.911 1,319 7,$92 217 127 .." ISS 7S 7,774 

2001 8,841 i.111 7,7"JA 2Sl '" 414 139 5. 156 7! 1,120 

2002 9.42l 1,2Ol '.218 lOS 390 41 1,., 8,296IS' 75 

200l 8,886 887 7.999 300 347 172 44 164 7! 1.142 

200' 9.t43 17. 8.l69 36. l04 187 47 16S 7! 7,997 

200' 9.2S$ 68. 8.S6S 37' 212 201 49 167 1S 8.111 

2006 9.6S1 88. 8,762 317 246 216 SI 168 7! 8,S19 

2007 92S .,960 37. 225 230 53 169 7! 8,7S8'~88 
2008 10.066 904 9.162 360 20. 244 170 7S &.9:U 
2009 lQ.21S 84. 9,361 34' 194 2!8 "58 171 7S 9,110 
2010 10.418 B!2 9,$61 3'" 180 212 60 172 75 '.l2' 
2011 10,$82 823 9,1$9 3ll 2.. 62 173 75 9.486". 
2012 lO.TI1 792 9,945 132 156 301 6, 17. 7S 9.63$ 
lOll 10.921 7.' '0.121 313 14. 315 67 176 7S 9,810 

IIU!oriad Value, (1994. 200l): 


Col. (2)-reoordcd peak +i~ load control +qdentild and QOTl1ID¢Icialfmduslriat coascrvaIm andcuslOmCr·owncd selt...ervlco COfPlmtioll. 

Cols. (;5:). (9) ... cwnulative c:~ and load c:om:rol capabUitiea" paL Col. (8) includes commerclalload maoagemenland standby ~n. 


Cot. (OT1f) - Residential Heal Worb: load eoubol, voltagt rcdJecfon MIl ~ self-service ~tion. 


Col.ltO) • (2). (5). (6). ('1). (8). (9). (OTIl), 

l'mjceted Vahtu (1004 - lOll): 


CQls. (2) • (4)· fon\cuted peak without load c:outn)l. conservation, and cnltorneNl'wncd 1I¢1f-serv!"~tion. 


CQls. {S}. (9) "'cumulative conservation and load oonlrOl capabll_ at peak. Col. (8) in<:1udtts ~ia1load~aud 'tandby sencmtion. 

CQI. (Orn)-~-owned sdf:.scrvice ccgcneration. 

CoL (10) - (2H5)' (6). (7). (8). (9). (OTH). 

0:::0076 
2-7 



PROGRESS &NERGY FLORIDA 

SCHEDULE 3.J.2 


H1STORY AND FORECAST OF SUMMER PEAK DEMAND (MW) 


HIGH LOAD FQRECAST 


(I) (2) (3) (') (j) (6) (7) (8) (I') (OTI!) (10) 

RESIDENTIAL CQMM./rND. onmR 

LOAD RESIDENTIAL LOAD COMM. I lND. DEMAND NET FIRM 
YEAR TOTAL WHOLESALE RETAIL INTER.RUPTleLE MANAGEMENT CQNSERVAnON MANAGEMENT CONSERVATION RBDUCIlONS DEMAND 

-_.----------------- ------- - ._----._-------- 
199. 6,88<) 1a1 6.093 527 52 30 81 154 5.774'6' 
1995 1J23 ". 6,564 26. S<)) 64 •• I.. hlO 6,381 

1996 7.470 au 6,M2 309 56' 69 '1 120 167 6,199 

1997 7,786 874 6,912 288 78 41 131 ". 6,>23'" 
1993 8,367 943 7,'24 291 438 97 42 142 132 7.175 

1999 9,039 1.326 7.713 292 51)5 113 4S 153 I" 7.747 

:woo 3,'" 1,319 7~92 m 4S5 m '8 75 7,774IS' 
2001 8.841 l,n7 7,724 233 41' 13. IS. 7S 7.7'JJJ 

2002 .,421 I~03 ~Ia 30' 390 153 "43 159 7, 8)96 

2003 us. ll87 7,999 300 347 !72 .. 164 75 7,742-9.291 n4 ..,,, 
36' 3.. 187 47 165 75 8,145 

2005 9,413 68. R,1U 374 272 201 .. 167 75 8,m 
2... '~44 389 3,955 377 246 216 51 168 75 8,712 

2007 10,09. "8 9,171 178 m 230 169 75 8,96' 
2008 lOJIO ... 9,406 360 208 244 "5l Iltl 7S 9,198 

2009 10.475 848 9,617 34. 194 2'8 !71 15 'J7I 
2010 10,73:1 852 ')82 330 ISO 272 .." In 7S '.644 
2011 10,949 823 10.!16 33! 168 286 62 173 75 ..." 
201l 11.138 792 10.m m 156 30' 65 17. 75 10.036 

2013 11,3'1 79S '0~7 333 1.6 3lS 67 176 7! 10.280 

Hh10rkal ValUct (1994 .. 2803): 


Co!' (2} '" recorded. peltk + Implemented load control + mid;:n!illl and ..ommcn:lalJinduSbiaI COf\$CMlion and customcr.own;:d IIClf-scrvice copcnltion. 


Co!.&. (5)· (9) .. cumulative CONerVation. and load control eej»bilidcI 81 p¢t1k. Cot (8) incltld~ eommerei.lload mana8c:m~t Bnd Itflndhy ICncratiOn. 


Col. (OTH) "" Rc$jdcnlitd licit WOlksloa.d control, voJllIgc reduction and customer-ownod Bclr-.9Cf"rict qtMtIlUOft. 

Col. (10)· (2). (j). (6) -(7). (8) - (.). (OTll). 


ProJeeioo Vat... (lG04 -2813): 

Colt. (2). (4)" f'oN,;:utcd peltk widtout load CMll'Ol. contI~ and CUitomCl~Owtlcd lClf..mvice cogeneration. 


Cola. (S). (9) .., cumulative cOIIscrvariortantllo.d control c:epabjlities at peak. Col. (8) incllldca comlllercialload manqcmenl and :naodby gcnmdiou, 


Cot (OTH) - custonlc.M.l'M'lcd self-acrvii:e cogeneration. 

Col. (10) ~(2). (j). (6) .(7). (8). (8). (Om). 


0:0077 
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PROGRESS ENERGY FLORIDA 

SCHEDULE 3.1.3 
HISTORY AND FORECAST OF SUMMER PEAK DEMAND (MW) 

LOW LOAD FORECAST 

(I) (2) (3) (4) (5) (6) (7) (8) (9) (OTH) (10) 

RESIDENTIAL COMM./lND. OTHER 

LOAD RESIDENTIAL LOAD COMM.llND. DEMAND NETFlRM 

YEAR TOTAL WHOLESALE RETAIL INTERRUPTIBLE MANAGEMENT CONSERVATION MANAGEMENT CONSERVATION REDUCTIONS DEMAND 

1994 6,880 787 6,093 262 527 52 30 81 154 S,774 

1995 7,523 959 6,564 269 503 64 40 106 160 6,381 

1996 7,470 828 6,642 309 565 69 41 120 167 6,199 

1997 7,786 874 6,912 288 555 78 41 131 170 6,523 

1998 8,367 943 7,424 291 438 97 42 142 182 7,175 

1999 9,039 1,326 7,713 292 505 \13 45 153 183 7,747 

2000 8,911 1.319 7,592 277 455 127 48 ISS 7S 7,774 

2001 8,841 1,117 7,724 283 414 139 54 156 75 7,720 

2002 9,421 1,203 8,218 305 390 153 43 159 75 8,296 

2003 8,886 887 7,999 300 347 172 44 164 75 7,742 

2004 8,988 774 8,214 369 304 187 47 16S 7S 7,842 

200S 9,088 689 8,398 374 272 201 49 167 7S 7,951 

2006 9,461 889 8,572 377 246 216 51 168 75 8,329 

2007 9,672 928 8,744 378 22S 230 53 169 75 8,542 

2008 9,816 904 8.912 360 208 244 5S 170 75 8,704 

2009 9.925 848 9.077 349 194 258 58 171 75 8.821 

2010 10,083 852 9,232 330 180 272 60 172 75 8,994 

2011 10,226 823 9,403 331 168 286 62 173 75 9,130 

2012 10,332 792 9,540 332 156 301 65 174 75 9,230 

20ll 10,465 795 9,671 333 146 315 67 176 75 9.354 

Hlslorlcal ValuCi (1994.2003): 
Col. (2) w recorded peak + implemented load control + residClltial and commcrciaVindustrial conservation and customer-owned self-service cogeneration. 

Cols. (5). (9) - cumulative conservalion and load control capabilities at peak. Col. (8) includes commcreialload management and standby generation. 

Col. (OTH) c Residential Hcat Works load control, voltase reduction and customcr-owncd self-service cogeneration. 

Col. (10) '" (2). (5). (6)· (7). (8). (9). (OTH). 

Projected Values (2004·2013): 
Cols. (2) • (4) d forecasted peak without load control. conservation, and customer-owned self-servIce cogeneration. 
Cols. (5)  (9) - cumulative conservation and load control capabilities at peak. Col. (8) includes commercial load management and standby generation. 

Col. (OTH) a customer-owned self-service cogeneration. 

Col. (10) - (2). (5) .(6)  (7)  (8)  (9) - (OTH). 

000078 
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PROGRESS ENERGY FLORIDA 


SCHEDULE 3.2.1 

HISTORY AND FORECAST OF WINTER PEAK DEMAND (MW) 


BASE CASE 


(I) (2) (3) (4) (5) (6) (7) (8) (9) (Om) (10) 

RESIDENTIAL COMM./IND. OlllER 

LOAD RESIDENTIAL LOAD COMM. I IND. DEMAND NETPIRM 
YEAR TOTAL vrHOLESALE RETAIL lNTER.RUPTlBLE MANAGEMENT CONSERVAnON MANAGEMENT CONSERVATION REDUcnONS DEMAND 

1993194 7,184 972 6,212 199 759 90 2 66 165 5,903 

1994195 9,084 1,145 7.939 281 997 101 5 75 131 7.494 

1995196 10,562 1.489 9.073 255 1,156 106 IS 95 201 8,734 


1996197 8,486 1,235 7,251 290 917 133 16 104 190 6,836 


1997198 7,752 941 6,811 318 663 164 17 112 168 6,310 


1998199 10,473 1,741 8,732 305 874 196 18 117 187 8,776 


1999100 10,040 1,728 8,312 225 849 229 20 119 182 8,416 


2000l01 11,450 1,984 9,466 2SS 809 2S4 29 120 194 9,789 


2001102 10,676 1,624 9,052 285 770 278 24 121 188 9,010 


2002103 11,555 1,538 10,017 271 768 313 27 124 200 9,852 


2003104 10,626 1,408 9,218 520 735 343 30 125 248 8,625 


2004105 10,922 1,508 9,414 S23 715 372 33 126 251 8,903 


2005106 11,049 1,437 9,612 379 698 401 36 127 2SS 9.153 

2006107 11,519 1,714 9,805 380 687 431 39 128 258 9,596 


2007108 11,672 1,672 10,001 361 681 461 43 129 261 9,737 

2008109 11,850 1,649 10,202 351 678 491 46 130 265 9.891 

2009110 12,099 1,697 10.402 341 676 519 49 131 268 10,114 


2010111 12,287 1,692 10,595 332 675 549 52 132 271 10,276 


2011/12 12,475 1,694 10,781 333 675 578 55 133 274 10,426 


2012113 12,692 1,730 10,962 334 676 607 58 134 277 10.605 


Historical Values (1994 - 2003): 


Col. (2) - recorded peak + implcmcnled load control +~dcnlial and commcrcialfindustrial conservation and customQr-owncd self-smice cogeneration. 


Cols. (5) - (9) - cumulative conservation and load eontrol capabilities at peak. Col. (8) includes commercial load management and slandby generation. 


Col. (OTH) K Residential Heat Works load control. voltage reduction and customcr-owned self-service cogeneration. 


Col. (10) - (2). (5)· (6) - (7). (8)· (9) - (Om). 


Projected Val .. "" (2004 • lOll): 

Cols. (2) - (4) = forecasled peak without load control, COIlIICrvation, and customer-owncd self-service cogeneration. 


Cols. (5) - (9) - cumulative conservation and load control capabilities at peak. Col. (8) includes commercial load management and standby generation. 


Col. (Orn) - voltage reduction and cllSlomcr-owned self-Service cogeneration. 


Col. (10) =(2) - (5) - (6) - (7) • (8) - (9) - (OTH). 


Or:OO-9'i..;. f 

2-10 



PROGRESS ENERGV FLORIDA 

SC!IEIlOIE3.2.1 
HISTORY AND FORECASTOFWINTER PEAK DEMAND(MW} 

HIGH LOAD FORECAST 

(I) (ll (3) (4) (5) (6) (7) (8) (0llI) (IOl 

Rl!S1DENl1AL COMM./INt>. 01H!!R 

LOAD RESIDEN'l1AL LOAD COMM. I 00l. DEMAND NErFIRM 

YEAR TOTAL WHOLESALE !UITAlL INTERRUPTfBLE- MANAGEMENT CONSERVATION MANAGEMENT CONSERVATION REDUCT10NS DEMAND 

--_._- ---_. --- ..---

1993194 
1_5 

'99Sl1\1 

7.184 

'.084 
10.562 

972 

',145 

I.... 

6,2,2 

1.939 

9,013 

,99 
2i1 
:l5S 

7$9

", 
1,156 

90,0, 
106 

1 
5 

" 

66 
15 

'5 

,65 
III 
2., 

5.903 
1.494 
8,734 

1996/97 ;'4116 
1997198 7.151,,- 10.473 

1- 10.040 

2000l01 (I.UO 

2001102 10,676 

')35 
'41 

1.741 

1.72S 

1.984 

1.624 

7)'" 
/i,ill 

8.732 
8,312 

'.466 
'.1152 

m 
318 

305 
22S 
m 
28S 

911 

663 

8"

", 
809 
110 

I3J 

164 
196 
m 
1S4 
m 

16 
11 

"2l) 

1. 
24 

104 
112 
111 

II. 
11. 
,11 

190 
168

,"
,81

". 
188 

6.83' 
6,21. 
8.116 
8..416 

'.18' 
9,010 

2001!1>3 11,555 1.518 10,0)7 111 168 313 21 114 200 .,832 

200_ 

2004105 

Jo.188 
11.100 

IA08 
1~08 

')81 
')82 

510 
323 

m 
1IS 

343 
m 

30 
II 

I2S 
126 

248 
lSI 

8,788 ...., 
2OOSI06 
2OO6Il)1 

2001108 
2008/0. 

2009110 
2010111 

2011/12 

2012llJ 

11,258 

11,747 

JI,936 

12.130 

12,435 
12,679 

12,902 
13.190 

1,437 

1.714 

1,672 

1,649 

1.697 
1$ 
1.1594 
1.730 

9,821 

10.033 

10,)64 
10.432 
10,738 

10,987 
11)08 

11.460 

'",.. 
36' 
lSI 

341 
332 
333 

"4 

698 

681 
681 
678 
616 

6" 
6'/, 

616 

40' 

4"46, 
4"".,., 
378 
607 

36 
3. 
4l.. 
4' 
Sl 
53 

58 

III 

128 

I" 
110 
III 
Il2 

III 
,34 

235 
258 
261 
265 
268 
271 

". 
217 

',361 
9.824 
lQ,otl( 

16.171 
10,451 

10,668 

'0,8" 
It.1M 

m.torleal Valves (1994 -2003): 

CoL (2)" reco!ded pe4k +implemented load control ... re$idcnlial!tld commcreialllndustrial COll$trvatioo rmdcmtom¢f-owncd 5elf~ .;ogcncrarion. 

Cols. (5) ~ (9) .. cumulative OOrtSCEVatiall and toad control cepabilitks at pcak:. Col. (8) indt.uka: commer.:w load ~and standby generation. 

Col (0l'H). Residential Heat WOfb lead tOI'IlrOI, voJt&8e reduction and Q,nrtomer-<Wo'OOd lelf-service ooQ¢tlCtllJicn, 
Col. (10)  (2). (S)· (6). (I). (8). (9). (OTH). 
Projected V,w." (1OlM ·201,)):' 

Cols, (2) - (4) - fC«Ca5tCd peat wilhout toad 00'nfI'0I, C':Of1icrvatioo,. and customeMwru:d scl(..serviroeepCl'llti01'l. 

Col.. (5) .. (9) "" cumolatl'Yc canacmllion and load tOI'Ittot capIlbtlitic!: It peak. Col. (8) incNdcs commcrcialload ~t and SllIndbygen.er&tion. 
Col. (OTH)'" 'YOftqe n::duction Md CWltomcr-owncd .et~ eepcrallon. 
Col. (10)· (2). (,). (6). (1). (8). (9). (0llI). 

000080 
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PROGRESS ENeRGY FLORIDA 

SCHEDUt..E 3.23 

HISTORY AND fORECAST OF WINTER PEAK DEMAND (MW) 


LOW LOAD pOJU!CAST 


(I) OJ (3) (4) (5) (6) (1) (\I) (9) (011l) (Itl) 

RESlDIlN'TlAL COMM/IND. OTHER 

LOAD RESIDENTlAL LOAD COMM./IND. llEMAND NEJI'lRM 

YBAA TOTAL WHOLESALE RErAll. tNT'ERRUP1lBLE MANAOEMENT CONSERVATlON MANAGI!M1!!IT CON$5R.VATION REllOCTION$ llEMAND 

,..1993194 7.184 972 6.212 199 ". 90 2 66 5.903 

I99419S '.084 1.145 7,939 m 9.7 10' S 7S l31 7.494 

1995J96 10.562 1.489 9.073 2Sl 106 IS JOI ~734
'."6 ., 
'996197 ',486 1,235 7)51 290 917 133 16 104 190 6,836 


'997m 1.152 941 6,811 lIS 663 17 112 6,)JO
,.. ,.. 
1998199 10,413 1,741 8,13:2 305 874 196 111 187 8,716,.m " 1- 'OJ>«) 8,312 225 849 229 JO 182 8,416'I' 
2000/0' 11.450 1,984 9.4<16 255 "19 25< 29 lJO 194 9.789 

200110'2 '0,676 ',624 9.052 US 110 218 24 121 188 '.010 

2002103 IlJ55 •.>38 10,017 111 168 313 27 124 200 9.B>2 


2003104 10,451 1.408 9,OSO 520 m 343 30 m 242 8,4:57 
2OO4/OS 10,742 1,5OB 9.234 523 7IS m 33 12. ~I 8.m 
200SJ06 10,SA3 1.437 9,4CI6 l19 .98 401 36 121 m ....,..,2006101 11.28S 1,114 9,:571 3SO 431 39 128 m 9,)62 
2007/08 11.404 ',612 9,732 361 681 ..I 43 129 261 ..... 
2008J09 11,540 '.... 9,892 JSI 618 49' .. 130 265 9,SH1 

34' 2681009/10 11,740 1.697 lO,043 676 st9 4. 131 9.756 
2010111 11,901 1.691 10.21:5 332 675 54. S2 132 m 9,896 
201l/12 12,044 1.694 lO,3SO 33l 615 S18 ss 133 214 9,996 

2012113 12.207 1.730 10.417 334 676 601 58 134 211 10.121 


Hlttorkal V ••(1994·2003): 


Col. (2) '" f'eCOfdcd peak + implcmented load. control +rt:Sidential and conum:rciallindll5lrial ecnsctVation. and WSIOmCI'-owned 4clr·servicc eoacncrar1on... 

Cols. (:5) ~ (9) .. cumulative ~nmvalionand 10l\d oontrol capabilities: at peak. Cot, (8) includea ctlltuncrcialload JNII8.gCml.':I't and slaJIdby ~on... 


Col (OTH) .. Rcaidcndat Heat WOf'b load control, vo1tagt reduction and ~ selr.:rerv1cc co~ 


Col. (10)· (2) - (5) - (6)- (7). (8) - (9)- (OTH). 


Pr(lJeCkd Vllacs (101)4 - 2(13): 


Coli, (2)- (4)" f01t'lCutcd peak withoulloadcontrol, CQldtf'Y&tlon, and CWltomcr-owMd seif-GCTYico wgcm.cratiOlL 


Col., (5) - (9) ... cwtullative conlCl'Vttlon III1d load control capabilities at peak. Col. (3) inckldett commetcialload maIlIgcmcnt and mtndby ~ 


Col. (Ont) - volta&e reduction and CliSromcr-owned tclf-m"Vicc~ 


CoL (10)' (2) - (l) - (6) - (7) - (8) - (9) - (OTH). 
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PROGRESS ENERGY FLORIDA 


SCHEDULE 3.3. \ 


HISTORY AND FORECAST OF ANNUAL NET ENERGY FOR LOAD (GWh) 


BASE CASE 


(1) (2) (3) (4) (OTH) (5) (6) (7) (8) (9) 

OTHER LOAD 

RESIDENTIAL COMM.IIND. ENERGY UTILITY USE NET ENERGY FACTOR 

YEAR TOTAL CONSERVATION CONSERVATION REDUCTIONS' RETAIL WHOLESALE & LOSSES FOR LOAD (%) •• 
__~ M ________ __________________.n______.....______________________________ •_______________ 

\994 32,150 219 220 536 27,675 1,819 1,680 31,174 51.2 

1995 34,696 234 246 549 29,499 1,846 2,322 33,667 49.8 

1996 3SJSI2 249 285 562 30,785 2,089 1,84\ 34,715 44.9 

1997 35,753 268 317 563 30,850 1,758 1,997 34,605 49,0 

1998 38,950 289 333 565 33,387 2,340 2,036 37,763 53.9 

1999 40,376 312 339 565 33,441 3,267 2,452 39,160 50.0 

2000 42,486 334 345 565 34,832 3,732 2,678 41,242 50,S 

2001 42,200 334 349 564 35,263 3,839 1,831 4Q,933 47.5 

2002 43,860 377 352 564 36,859 31113 2,535 42,567 SO.O 
2003 45,232 400 357 564 37,957 3,359 2,595 43,9l! 47.7 

2004 46,505 420 359 565 37,957 3,354 3,850 45,161 59.7 
2005 47,110 441 360 564 39,048 3,349 3,348 45,745 58,7 
2006 48,50B 462 362 564 40,163 2,927 4,030 47,120 5B.8 
2007 49,453 482 363 564 41,281 3,Ol! 3,752 48,044 57.2 
2008 50,479 502 365 565 42,383 2,890 3,774 49,047 57.5 
2009 51,599 522 366 564 43,495 2,672 3,9SO SO,147 57,9 
2010 52,737 342 368 564 44,606 2,593 4,064 51,263 57.9 
2011 53,851 562 369 564 45,676 2,580 4,100 52,356 58,2 
2012 54,996 582 371 565 46,723 2,549 4,206 53,478 58,5 

2013 56,147 602 373 564 47,766 2,563 4,279 34,608 58.8 

• 	 Column (OTH) ineludes Conservation Energy For Lighting and Public Authority Customers~ Customer-Owned Self-service Cogeneration 
and Load Control Programs. 

•• 	 Load Factors for bistorical years are ~cuJated using the actual winter peak. demand except the 1998 historical load factor wbicb is based 


on tbe actual summer peak: demand, 


Load Factors for future years are calculated ~g the net firm winttr peak: demand (Scbedute 3.2.1) 


000082 
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PROGRESS ENERGY FWRlDA 


SCHEDULE 3.3.2 

HISTDRY AND FORECAST OF ANNUAL NET ENERGY FOR LOAD (GWh) 


HIGH LOAD FORECAST 


(1) (2) (3) (4) (OTH) (5) (6) (7) (8) (9) 

OTHER LOAD 

RESIDENTIAL COMM./IND. ENERGY UJlLlTY USE NET ENERGY FACTOR 

YEAR TOTAL CONSERVATION CONSERVATION REDUCTIONS' RETAIL WHOLESALE & LOSSES FOR LOAD (%) .. 
~ ~ ~ ~~_~_________ .__.__________ ________ ______ ______ ___u__ ______ ________________._______ ____ 

1994 32,150 219 220 536 27.675 1,819 1,680 31,114 51.2 

1995 34.6% 234 246 549 29.499 1,846 2.322 33.667 49.8 

1996 35.812 249 285 562 30,785 2,089 1,841 34.715 44.9 

1997 35.753 268 317 563 30,850 1.758 1,997 34,605 49.0 

1998 38.950 289 333 565 33,387 2,340 2,036 37.763 53.9 

1999 40,376 312 339 565 33,441 3.267 21452 39.160 50.0 
2000 42.486 334 345 565 34,832 3,732 2,678 41,242 50.5 
2001 42,200 354 349 564 35,263 3,839 1,831 40,933 47.5 
2002 43.860 377 352 564 36,859 3.173 2,535 42,567 50.0 

2003 45,232 400 357 564 37,957 3,359 2,595 43,911 47.7 

2004 47,317 420 359 565 39,777 3,354 2,842 45,913 59.6 
2005 47.975 . 441 360 564 40,973 3.349 2,288 46,610 58.6 
2006 49,530 462 362 564 42.241 2.927 2,974 48,142 58.7 
2007 50,578 482 363 564 43,436 3,011 2,722 49,169 57.1 
2008 51,783 502 365 565 44,721 2,890 2,740 50,351 57.3 
2009 52.999 522 366 564 45,913 2,672 2.962 51,547 57.9 
2010 54,431 542 366 564 47,260 2,593 3,104 52.957 57.8 
2011 55.833 562 369 564 48,583 2,580 3,175 54,338 58.1 
2012 57,178 582 371 56S 49,808 2.549 3,303 55,660 58.4 
2013 58,694 602 373 564 51,210 2,563 3,382 57.155 58.8 

• 	 ColUmn (Om) includes Conservation Energy For Lighting and PubHc. Autllorily Customers, Cuslomer...()wned Self-service Cogcnet'Jtion 
and I...oad Control Programs, 

.. 	 Load Factors for historical )'Cars arc calculated using the actual winter peak demand except the 1993 historit::alload factor which is based 

on the actual summer peak demand. 

Load Factors for future yean are ca1culated usi~g the net firm winter peak demand (Schedule 3.2.2) 
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PROGRESS ENERGY FLORIDA 


SCHEDULE 3.3.3 


HISTORY AND FORECAST OF ANNUAL NET ENERGY FOR LOAD (GWh) 


LOW LOAD FORECAST 


(I) (2) (3) (4) (OTIl) (5) (6) (7) (8) (9) 

OTIlER LOAD 

RESIDENTIAL COMM.lIND. ENERGY UTILITY USE NET ENERGY FACTOR 

YEAR TOTAL CONSERVATION CONSERVATION REDUCTIONS- RETAIL WHOLESALE & LOSSES FOR LOAD (%) -

---- ----- -~~------- ----------~ ----------- --~--- ------- ----- ------- --_.
1994 32.150 219 220 536 27,675 1.819 1,680 31.174 Sl.2 

J99S 34,696 234 246 549 29,499 1,846 2,322 33,667 49.8 

J996 35,812 249 285 562 30,785 2,089 1.841 34,715 44.9 

1997 35,753 268 317 563 30,850 .,758 1,997 34,605 49.0 

1998 38,950 289 333 565 33,387 2,340 2,036 37,763 53.9 

1999 40,376 312 339 565 33,441 3;267 2,452 39,160 50.0 

2000 42,486 334 34S 56S 34,832 3,732 2,678 41;242 50.5 

2001 42,200 354 349 564 35,263 3,839 1.831 40,933 47.5 

2002 43,860 377 352 564 36,859 3,173 2,535 42,561 50.0 

2003 45,232 400 351 564 31,951 3,359 2,595 43,911 47.7 

2004 45,659 420 359 565 38,288 3,354 2,673 44,315 59.7 

2005 46;235 441 360 564 39,344 3,349 2,177 44,870 58.7 

2006 47,501 462 362 564 40,338 2,927 2,848 46,1I3 SUI 

2007 48,300 482 363 564 41,304 3}Oll 2,516 46,891 51.2 

2008 49,142 502 365 565 42,244 2,890 2,516 47,110 51.4 

2009 50,039 522 366 564 43,145 2,672 2,170 48,581 57,9 

2010 50,933 542 368 564 43,980 2,593 2,886 49,459 57.9 

2011 51,924 562 369 564 44,917 2,580 2,932 50,429 58.2 

2012 52,796 582 371 S6S 45,705 2,549 3,024 51,278 5S.4 

2013 51,654 602 373 564 46,480 2,563 3,012 52,115 58.S 

- Column (OTH) includes Conservation Energy For Lighting and Public Authority Customers. Customer-Owned Self..service Cogeneration 
and Load Control Progmma. 

•• 	 Load Factors for historical )Ql'S are calculated using the actual winter peak demand except the 1998 hi5tOricelioBd factor which is bliSc:d 
on the actual summer peak demand. 
Load Facton: for future years are ca.lcutated using the net fum winter peak demand (Sthedulc 3.2.3) 
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PROGRESS ENERGY FLORIDA 

SCHEDULE 4 


PREVIOUS YEAR ACnJAL AND TWO-YEAR FORECAST OF PEAK DEMAND 


AND NET ENERGY FOR LOAD BY MONTH 

(1) (2) (3) (4) (5) (6) (7) 

ACTUAL FORECAST FORECAST 

2003 2004 2005 

PEAK DEMAND NEL PEAK DEMAND NEL PEAK DEMAND NEL 

MONTH MW GWh MW GWh MW GWh 
JANUARY 10,507 3,842 8,626 3,662 8,903 3,578 

FEBRUARY 6,508 2,814 6,838 3,170 7,040 3,240 
MARCH 7,178 3,239 5,729 3,361 5,912 3,451 
APRlL 7,209 3,190 6,228 3,250 6,408 3,354 
MAY 8,037 4,016 7,185 3,921 7,450 4,025 
JUNE 8,287 4,016 7,751 4,183 7,871 4,234 
JULY 8,476 4,351 7,993 4,447 8,115 4,491 

AUGUST 8,254 4,220 7,996 4,537 8,116 4,594 
SEPTEMBER 7,982 3,988 7,534 4,215 7,636 4,278 
OCTOBER 7,383 3,631 6,846 3,704 7,027 3,744 

NOVEMBER 6,887 3,201 5,712 3,226 5,844 3,239 
DECEMBER 8,172 3,403 7,010 3,485 7,224 3,517 

TOTAL 43,911 45,161 45,745 
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FUEL REQUIREMENTS AND ENERGY SQURCES 

PEF's two-year actual and ten-year projected nuclear, coal, oil, and gas requirements (by fuel 

units) are shown on Schedule 5. PEF's two-year actual and ten-year projected energy sources, in 

GWh and percent, are shown by fuel type on Schedules 6.1 and 6.2, respectively. PEF's fuel 

requirements and energy sources reflect a diverse fuel supply system that is not dependent on 

anyone-fuel source. Natural gas consumption is projected to increase as plants are added to 

meet future load growth. PEF's coal, nuclear, and purchased power requirements are projected 

to remain relatively stable over the ten-year planning horizon. 

030086 
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PROGRESS ENERGY FLORIDA 

SClIEOOLBS 


FUEL REQUIREMENTS 


(I) 	 (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (11) (14) (15) (16) 

·ACTUAL· 

2011FUEL REOlJIREMENIS lll!IIll :!lm ~ 2ll!l! ~ ~ m 1!l!1!! :!lIll2 w.l 

(I) NUCLBAR TRILLION BTU 	 69 62 69 63 68 63 69 52 63 69 

(2) COAL I,000 TON 	 5,557 6,173 6,385 6,664 6,564 6,l75 6,445 6,879 6,678 6.812 6,85l 6,866 

(3) RESIDUAL TOTAL 1,000 BBL 	 9,851 10,701 10,152 9,994 8,204 9,159 7,618 7,570 5,982 6,562 5,7l2 6,062 

(4) STEAM 1,000 OOL 	 9,851 10,701 10.m 9,994 8.204 9,159 7,618 7,570 5,982 6,562 5,732 6,062 

(S) CC l,oooOOL 	 000000000000 

(6) CT I.oooBSL 	 000000000000 

(7) DIESEL 1,000 BBL 	 o 0 0 0 0 0 0 0 0, 0 0 0 

(8) P1STH.l.A TE TOTAL l,oooBBL 	 1,548 1,076 723 844 518 580 368 716 521 912 515 800 

(9) STEAM 1,000 BBL 	 108 119 l5 30 39 34 36 47 145 143 178 154 

(10) 	 CC l,oooSBL o 32 o o 0 o 0 o o o o o 

(11) CT 1.000 BSL 	 1,440 925 688 814 499 546 332 669 477 769 437 646 

(12) 	 DIESEL 1,000 BSL o 0 0 o 0 o 0 o o o o o 

(ll) NATURAL GAS TOTAL l,oooMCF 	 55,916 52,180 55,222 59.474 75,156 85,571 95,041 109,803 l3l,853 148,327 154,830 165,725 

(14) STEAM I,OOOMCF 4.717 832 0 0 0 0 0 0 0 0 0 0 

(IS) CC I.ooOMCF 35,526 36,370 41,m 44,642 63.386 70,917 83,107 94,606 119,643 133.758 144.069 153.471 

(16) CT I,OOOMCF 	 15,673 14,978 13,651 14,832 lI,no 14.654 11.934 15,197 12.210 14,569 10,761 12,254 

(17) 	 OTHER (SPECIFY) 

SE.ASONAL PUJtCHASE CT 1.000 BBL NlA NlA 0 12 o o o o o o o o 
SEASONAl. PURCHASE CT I,oooMCF NlA NlA 19 97 o o o o o o o o 
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PROGRESS ENERGY FLORII>A 


SCHEDULE6.! 


ENEROY SOURCES (OWb) 


(I) 	 (2) (3) (4) (5) (6) (7) (8) (9) (10) (II) (12) (13) (14) (IS) (16) 

-ACTUA!" 

ENERGY soURCES WlI!iilJm=:I.Il.Q1=Wl(i=~~lliJlalUlalUl= 

(Il ANNUAL fIRM INTERCHANGE II GWh 21 97 "4 146 80 89 74 105 97 8 o o 

(2) NUCLEAR OWh 	 6,700 6,(139 6,658 6,l3l 6.6'" 6,092 6,658 5,089 6"", 6,146 6,658 6,14' 

(3) COAL 	 aWb 14,406 16.111 1~4a5 11,[98 16,919 16,433 J5.614 17.775 11).60 17,626 (7,741 171no 

(4) RESIDUAL TOTAL GWl! 	 6,31' 6,78' 6,258 6,14' 4,990 5,m 4,513 4,551 3,;00 3,9S4 3,445 3,664 

(5) STEAM GWh 	 6.319 6,185 6,258 6.149 4,990 5.553 4,5)3 4,557 3.603 3.984 3.445 3.664 

(6) cc OWl! 	 0 0 0 0 0 0 0 0 0 0 0 0 

(7) CT GWl! 	 0 o o o o o o o o o o• 
(8) OlESEL aWb 	 G o o o o o o o o o o o 

(9) OISTILLATE TOTAL GWh 	 607 40S 286 336 206 260 160 318 231 363 219 316 

(10) 	 STEAM OWl! 0 o 0 0 0 0 o 0 0 o 0 0 

(II) 	 CC GWb 0 19 0 () 0 () 000 o 0 0 

(12) CT GWl! 	 601 386 286 336 206 260 !60 318 23! 163 219 316 

(13) 	 DIESEL OWl! 0 o 0 0 0 .0 o 0 0 o 0 0 

(14) NATURAL GAS TOTAL aWh 6.446 6,155 7,020 1,589 to,lOi ll,5S8 13,054 15.01S lSJ62 20.645 21.821 13.l14 

(IS) STEAM GWh 462 83 0 () 0 () 0 0 0 0' 0 0 

(16) CC GWlI 	 4,816 4,938 S,88! 6,3" 9,101 10,344 II,'" 13,611 17,256 !9,llO 20,832 22,216 

(11) CT OW> 	 1,168 1,134 1,139 1,234 1,000 1,314 1,095 1,347 1,106 1,295 989 1",8 

(18) 	 OTHER 2J 

QF PURCHASES ow. 5,091 ',OIl 4.6n 4,587 4,5S9 4,463 4,362 3,613 3,5S4 3,584 3,594 3,393 

IMPORT FROM OUT OF STATB OWh ),317 3,555 3,623 3,609 3,S95 3,596 3,612 3,611 1~48tS 0 o o 

EXPORT TO OUT OF STATE GWh·346-2SS 00000000 o o 


(19) NET ENERGY FOR LOAD GWb 42.561 43,911 45,161 45,745 41,120 48,tl44 '9,047 5.,147 51.263 52,3S6 53,478 S4,60& 

11 NET ENERGY PURClIASED (+lOR SOLD (-) WITIIJN TIlE FRce REG!ON. 

2J NET ENERGV PURCIlASED (+)OR SOLD (-), 

0:';0038
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PROGRESS ENERGY FLORIDA 


SCHEDULE 6.2 


ENERGY SOURCES (PERCENT) 


(I) 	 (2) (3) (4) (5) (6) (1) (B) (9) (10) (II) (12) (13) (14) (IS) (16) 

-ACTUAL

ENERGY SQURCES = 2002 1W 1l!lIi 1l!lIi _ 2001 ll1!!ll _ U 2llll ;ma .w. 
(I) ANNUALF1RM INTERCHANGE iJ % 	 0.1% 0,2% 0.3% 03% Q,21J<4 0.2% 0.2% 0.2% 6.2% 0.0% 0,0% O.~ 

(2) NUClEAR % 	 15,7% 13.8% 14.7% \3.4% 14.1% 12,1% B.o% 10,1% 13.0% 11.7% 12,4% (1.3% 

(3) COAL 	 % 3),8% 36.1% 36.5% 31.6% 35.9% 34.2% :13.9% 35.4% 3).7% 33.7% 33,2% )2,6% 

(4) RESIDUAL TOTAL % 14.8% 15.5% .13.9% 13.4% 10.6% 11.6% 9.2% 9.1% 7.0% 1,6% 6.4% 6,7% 

(5) STEAM % 	 14.8% 15.5% JU% 13.4% W,6% 11.6% 9.2% 9.l% 7,0% 7.6% 6.4% 6.1% 

(6) CC % 	 0.0% 0.0% 0.0% 0.0%: tUm 011% 0.0% OJ)%' 0,0% 0.0% o.l.m 1),00", 

(1) CT % 	 0.0% 0,0% 0.0% 0.0% 0.0% 0.0% 0.0% 0,0% 0.0% O~ 6.0% 0.0% 

(8) DIESEL % 	 0.6% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0,0% 0.0% 0.0% 0.00/. (lo% 

(9) D1STlllATE TOTAL % 	 1.4% 0,9% 0.6'/t 0,7% 0.4% O,S% 0.3% 0.6% 0.5% 0,7% 0.4% i1.6% 

(10) STEAM % 	 0,0% O.~A 0.0% 0,0% 0.0% 0.0% 0.0% 0,0% 0.0% 0.0% 0.0% 0,0% 

(II) CC % 	 0,0% 0,0% 0,0% 0,0% 0.0% 0,0% OJ1% 0.0% {1.0% 0,0% 0..1)% 0,0% 

(12) CT % 1.4% 0.9% 0.6% 0.7% 0.4% 0.5% 0.3% 0.6% 0.5% 0.1% 0.4% 0.6% 

(Il) DIESEL % 0.0% 0.0% O.()% 0,0% OJ)% O.O'YO 0.0% 0.0% (to%' 0,0% 0.00/, 0.0% 

(14) NATURAL GAS TOTAL % 	 15,1% 14.0% 15..5% 16.6% 21.4% 24.1% 26,6% 29.9% 3.5.8% 39.4% 40,8% 42.10/. 

(15) STEAM % 	 1.1% 0,2% 0.0% 0.0% 0.0% 0.0% 0.0% aO% 0.0% 0-.0% 0.0% 0,0% 

(16) CC % 	 11.3% 11.2% 13,0% 13,9% 19.3% 21.3% 24.4% 21.3% 33.7% )1,0% 39.0% 40.'1% 

(17) CT % 	 2.7% 2.6% 2.5% 2.".... 2.t% 2,1% 2.2% 2,1% 2,2% 2.5% 1.8% 2.0% 

(IB) OTHER 11 

QF PURCHASES % 12,00/4 11.4% 10.4% 10J)% 9.7% 9.3% &JWII 1.3% 1,0% 6.&% 6.7% 6,2% 

IMPORT fROM our OF STATE % 1.&% U% 8.0% 7.9% 1,6% 1.5% 1.4% 7.2% 2.90/. 0,0% 0.0% (lOCAl 

EXPORT TO OUT OF STA1'£ % -0.8%..0.6% O.O'AI O.Q% {LOll.. 0,0% 0.0% O.ooA 0.t)°A, 0.0% O,(}% 0,0% 

(19) NET ENEROY fOR LOAD % 100.0"/. 100,()'Y" 100.0% )00,00/0 LOO.O% 100..0% lOOJJ% 100.0% 100.0% l00,(}% 100,0% 100,{)% 

II NETENCROY PURCHASED (+) OR SOLD (w) wmUHTHE FRCC REOION. 

2J NET ENERGYlURCHASlID (+) OR SOLO (-). 
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FORECASTING METHODS AND PROCEDURES 

INTRODUCTION 

Accurate forecasts of long-range electric energy consmnptioll, customer growth and peak demand 

are essential elerrumts in electric utility planning. Accurate projections of a utility's future load 

growth require a forecasting melhodology wilh lhe ability to account for a variety of factors 

influencing electric energy usage over lhe planning horizon. PEF's forecasting framework utilizes a 

set of econometric models to achieve lhis end. This chapter will descnoe lhe underlying 

melhodology of the customer, energy, and peak demand forecasts including any assumptions 

incorporated wilhin each. Also included is a description ofbow Demand-Side Management (DSM) 

impacts lhe forecast, lhe development of high and low forecast scenarios and a review of DSM 

programs. 

Figure 2.1, entitled "Customer, Energy and Demand Forecast", gives a general description ofPEF's 

forecasting process. Highlighted in lhe diagram is a disaggregated modeling approach iliat blends 

lhe impacts of average class usage as well as customer growth based on a specific set of 

assmnptions for each class. Also accounted for is some direct contact wilh large customers. These 

inputs provide lhe forecaster at PEF wilh lhe tools needed to frame lhe must likely scenario of lhe 

company's future demand. 

FORECAST ASSUMPTIONS 

The first step in any forecasting effort is the development of assumptions upon which the forecast is 

based. The Financial Planning & Regulatory Services Department develops these assumptions 

based on discussions with a nmnber of departments wilhin PEF, as well as through lhe research 

efforts of a number ofexternal sources. These assumptions specifY major factors iliat influence the 

level of customers, energy sales, or peak demand over lhe forecast horizon. The following set of 

assumptions fonns the basis for lhe forecast presented in this document 
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FIGURE 2.1 


Customer, Energy, and Demand Forecast 
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GENERAL ASSUMPTIONS 

1. 	 Nonnal weather conditions are assumed over the forecast horizon using a sales-weighted 

average of conditions at the St. Petersburg. Orlando and Tallahassee weather stations. For 

kilowatt-hour sales projections, nonna! weather is based on a historical thirty-year average of 

service area weighted billing month degree-days. Seasonal peak: demand projections are based 

on a thirty-year historical average of system-weighted temperatnres at time ofseasonal peak:. 

2. 	 The popUlation projections produced by the Bureau of Economic and Business Research 

(BEBR) at the University of Florida as published in "Florida Population Studies Bulletin No. 

134 (January 2003) provide the basis for development of the customer forecast. State and 

national economic assumptions produced by Economy.Com in their national and Florida 

forecasts (Quarter 2, 2003) are also incorporated. 

3. 	 Within the Progress Energy Florida (PEF) service area the phosphate mining industry is the 

dominant sector in the industrial sales class. Five major customers accounted for almost 30"10 of 

the industrial class MWh sales in 2003. These energy intensive customers mine and process 

phosphate-based fertilizer products for the global marketplace. Both supply and demand 

conditions for their products are dictated by global conditions that include, but are not limited to, 

foreign competition, national/international agricultural industry conditions, exchange-rate 

fluctuations, and international trade pacts. 

Load and energy consumption at the PEF-served mining or chemical processing sites depend 

heavily on plant operations that are heavily influenced by the state of these global conditions as 

well as local conditions. Until recently there has been excess mining capacity in the industry 

due to weak: farm commodity prices and a strong U.S. exchange rate. Weak: farm commodity 

prices lead to lower crop production, which results in less demand for fertilizer products. A 

strong U.S. currency results in U.S. fertilizer producers becoming less price-competitive. More 

recently, industry energy consumption has rebounded somewhat, although not to the levels 

experienced in the year 2000. The increase is mainly due to the elimination of extended 

vacation shutdowns that occurred during the lean times. A continued improvement into 2004 is 
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based on a weaker U.S. dollar that will result in improved price competitiveness of the Florida 

producers worldwide. 

4. 	 PEF supplies load and energy service to wholesale customers on a "full", "partial" and 

"supplemental" requirement basis. Full requirements (FR) customers' demand and energy is 

assumed to grow at a rate that approximates their historical trend. Partial requirements (PR) 

customer load is assumed to reflect the current contractual obligations received by PEF as of 

May 31, 2003. The forecast of energy and demand to PR customers reflects the nature of the 

stratified load they have contracted fur, plus their ability to receive dispatched energy from 

power marketers any time it is more economical for them to do so. Contracts fur PR service 

included in this forecast are with FMP A, New Smyrna Beach, Tallahassee, Homestead, Reedy 

Creek Utilities, Florida Power & Light, and Seminole Electric Cooperative, Inc. (SECI). PEF's 

contractual arrangement with SECI includes a "supplemental" service contract (1983 contract) 

for service over and above stated levels they commit to supply themselves. The firm PR 

contract with SECI includes 150 MW of stratified intermediate service (October 1995 contract) 

which is projected to continue through the forecast horizon. The firm PR contract with SECI 

also includes amendments to provide an additional ISO MW of stratified intermediate service 

beginning June 2006, and 150 MW of stratified peaking service beginning December 2006. 

Agreements to provide interruptible service at two individual SECI metering sites have also 

been included in this projection. 

S. 	 This forecast assumes that PEF will successfully renew all future franchise agreements. 

6. 	 This forecast incorporates demand and energy reductions from PEF's dispatchable and non

dispatchable DSM programs required to meet the approved goals set by the Florida Public 

Service Commission. 

7. 	 Expected energy and demand reductions from self-service cogeneration are also included in this 

forecast. PEF will supply the supplemental load of self-service cogeneration customers. While 

PEF offers "standby" service to all cogeneration customers, the forecast does not assume an 

unplanned need fur standby power. 
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8. 	 This forecast assumes that the regulatory environment and the obligation to serve our retail 

customers will continue throughout the forecast horizon. Regarding wholesale customers, the 

company does not plan for generation resources unless a long-tenn contract is in place. Current 

FR customers are assumed to renew their contracts with PEF except those who have given 

notice to terminate. Current PR contracts are projected to terminate as tenus reach their 

expiration date. Deviation from these assumptions can occur based on information provided by 

the Progress Energy Ventures tenn marketing organization. 

SHORT-TERM ECONOMIC ASSUMPTIONS 

The short-term economic outlook (one year out) is still influenced by the terrorist events of 

September II, 200I. While it is believed that the Florida tourist and travel industry is just now 

reaching pre 9111 levels, the airline industry continues to struggle. This has kept travel-related 

tourist activities subdued the past two years. The continued reaction on the part of the Federal 

Reserve Board to dictate loose monetary policies, which hold down interest rates to 40-year 

lows, helped stimulate the national economy in 2003, especially the housing and automotive 

industries. This forecast incorporates a moderate economic upturn realizing that a boost from the 

housing and automotive industries, typical during the initial stages of economic expansion, will 

most likely not pack its usual punch. The recent Federal tax cuts and mortgage refmancing will 

continue to fuel economic expansion in 2004. 

Going forward, this forecast assumes that the Federal Reserve Board (FRB) will orchestrate a 

proper balance of economic growth with low inflation via monetary policy measures. A shift 

from pursuing inflationary pressures to maintaining economic growth will keep the economy 

from slipping back into recession. Energy prices are also expected to settle at an equilibrium 

level between the depressed prices of the 1998·1999 period and recent high levels. 

Geopolitically, this forecast assumes no additional terrorist event in the U.S. and no "shock" to 

any supply or demand condition such as oil embargos. This means a return to "trend" level 

economic growth for the remaining years of the planning horizon is assumed. 

On a regional basis, the aftennath of the September 11th attack will have a lingering but fading 

impact on travel and tourism industries in Florida. Airline industry financial woes will limit 

030094 
2.25 



volume of passenger service for the foreseeable future. Interest rate levels will continue to 

influence the pace of economic growth in Florida through its effect on the construction industry. 

On the other hand, low returns on interest-bearing accounts hurt many senior citizens and reduce 

their disposable incomes. Personal income is expected to continue growing as popUlation and 

jobs expand but not at the torrid pace experienced in the 1990s. 

LONG-TERM ECONOMIC ASSUMPTIONS 

The long-term economic outlook assumes that changes in economic and demographic conditions 

will follow a trended behavior pattern. The main focus involves identifYing these trends. No 

attempt is made to predict business cycle fluctuations during this period. 

Population Growth Trends 

This forecast assumes Florida will experience slower in-migration and population growth over 

parts of the long term, as reflected in the BEBR projections. 

Florida's climate and low cost of living have historically attracted a major share of the retirement 

population from the eastern half of the United States. This will continue to occur, but at less than 

historic rates for seversl reasons. First, Americans entering retirement age during the late 1990s 

and early twenty-first century were born during the Great Depression era of the I 930s. This 

decade experienced a low birth rate due to the economic conditions at that time. Now that this 

generation is retiring, there exists a smaller pool of retirees capable of migrating to Florida. As 

we enter into the second decade of the new century and the baby-boom generation enters 

retirement age, the reverse effect can be expected. 

Second, the enormous growth in population and corresponding development of the 1980s and 

1990s made portions of Florida less desirable for retirement living. This diminished the quality 

of retiree life, and along with increasing competition from neighboring states, is expected to 

cause a slight decline in Florida's share of these prospective new residents over the long term. 

Another reason for a population growth slowdown deals with a younger age cohort. With the 

bulk of Florida's in-migrants under age 45, the baby boom generation born between 1945 and 
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1963 helped fuel the rapid population increase Florida experienced during the 1980s. In fact, 

slower population in-migration to Florida can be expected as the baby boom generation enters 

the 40s and 50s age bracket. This age group has been significantly characterized as immobile 

when studies focusing on interstate population flows or job changes are conducted. 

Economic Growth Trends 

Florida's rapid population growth of the 1980s created a period of strong job creation, especially 

in the service sector industries. While the service-oriented economy expanded to support an 

increasing population level, there were also significant numbers of corporations migrating to 

Florida capitalizing on the low cost, low tax business environment. This being the case, 

increased job opportunities in Florida created greater in-migration among the nation's working 

age population. Florida's ability to attract businesses from other states because of its 

"comparative advantage" is expected to continue throughout the forecast period but at a less 

significant level. 

The forecast assumes negative growth in real electricity price. That is, the change in the nominal 

price of electricity over time is expected to be less than the overall rate of inflation. This also 

implies that fuel price escalation will track at or below the general rate of inflation throughout 

the forecast horizon. 

Real personal incomes are assumed to increase throughout the forecast period thereby boosting 

the average customer's ability to purchase electricity -- especially since the price of electricity is 

expected to increase at a rate below general inflation. As incomes grow mster than the price of 

electricity, consumers, on average, will remain inclined to purchase additional electric appliances 

and increase their utilization of existing end-uses. 

FORECAST METHODOLOGY 

The PEF forecast of customers, energy sales and peak demand is developed using customer 

class-specific econometric models. These models are expressly designed to capture class

specific variation over time. By modeling customer growth and average energy usage 

individually, the forecaster can better capture subtle changes in existing customer usage as well 
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as growth from new customers. Peak demand models are projected on a disaggregated basis as 

well. This allows fur appropriate handling of individual assumptions in the areas of wholesale 

contracts, load management and interruptible service.· 

ENERGY AND CUSTOMER FORECAST 

In the retail jurisdiction, customer class models have been specified showing a historical 

relationship to weather and economic/demographic indicators using monthly data for sales models 

and annual data for customer models. Sales are regressed against "driver" variables that best 

explain monthly fluctuations over the historical sample period. Forecasts of these input variables 

are either derived internally or come from a review of the latest projections made by several 

independent forecasting concerns. The external sources of data include Economy.Com and the 

University of Florida's Bureau of Economic and Business Research. Internal company furecasts are 

used for projections of electricity price, weather conditions and the length of the billing month. 

Normal weather, which is assumed throughout the forecast horizon, is based on the 30·year average 

of heating and cooling degree-days by month as measured at the St Petersburg, Orlando and 

Tallahassee weather stations. Projections of PEF's demand-side management (conservation 

programs) are also incorporated as reductions to the forecast Specific sectors are modeled as 

follows: 

Residentitd Sector 

Residential kWh usage per customer is modeled as a function of real Florida persoual income, 

cooling degree-&ys, heating degree-&ys, the real price of electriCity to the residential class and the 

average number ofbilling days in each sales month. This equation captures significant variation in 

residential usage caused by economic cycles, weather fluctuations, electric price movements and 

sales month duration. Projections of kWh usage per customer combined with the customer forecast 

provide the forecast of total residential energy sales. The residential customer forecast is developed 

by correlating annual customer growth with PEF service area population growth. County level 

population projections for the 29 counties, in which PEF serves residential customers, are provided 

bytheBEBR. 
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CommerciolSector 

Commeroial kWh use per customer is forecast based on commercial (non-agricultural, non

manufacturing and non-governmental) employment, the real price of electricity to the commercial 

class, the average number of billing days in each sales month and heating and cooling degree-days. 

The measure of cooling degree-days utilized here differs slightly from that used in the residential 

sector reflecting the unique behavior pattern of this class with respect to its cooling needs. 

Commeroial customers are projected as a function of the number of residential customers served. 

Industriol8ector 

Energy sales to this sector are separated into two sub-sectors. A significant portion of industrial 

energy use is consumed by the phosphate mining industry. Because this one industry comprises 

nearly a 30% share ofthe total industrial class, it is separated and modeled apart from the rest of the 

class. The term "non-phosphate industrial" is used to refer to those customers who comprise the 

remaining portion of total industrial class sales. Both groups are impacted significantly by changes 

in economic activity. However, adequately explaining sales levels requires separate explanatory 

variables. Non-phosphate industrial energy sales are modeled using Florida manufacturing 

employment and a Florida industrial production index developed by Economy.Com, the real price 

of electricity to the industrial class, and the average number ofsales month billing days. 

The industrial phosphate mining industry is modeled using customer-specific information with 

respect to expected market conditions. Since this sub-sector is comprised of only five customers, 

the forecast is dependent upon information received from direct customer contact. PEF industrial 

customer representatives provide specific phosphate customer information regarding customer 

production schedules, inventory levels, area mine-out and start-up predictions, and changes in self

generation or energy supply situations over the forecast horizon. 

Street Lighting 

Electricity sales to the street and highway lighting class are projected to increase due to growth in 

the service area population base. Because this class comprised less than 0.01% of PEF's 2003 

electric sales and just 0.1% of total customers, a simple time trend was used to project euergy 

consumption and customer growth in this class. 
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Public Authorities 

Energy sales to public authorities (SPA), comprised mostly ofgovernment operated services, is also 

projected to grow with the size of the service area. The level of government services, and thus 

energy use per customer, can be tied to the population base, as well as to the state of the economy. 

Factors affecting population growth will affect the need for additional governmental services (Le., 

schools, city services, etc.) thereby increasing SPA energy usage per customer. Government 

employment has been determined to be the best indicator of the level of government services 

provided. This variable, along with heating and cooling degree-days, the real price ofelectricity and 

the average number of sales month billing days, results in a significant level of explained variation 

over the historical sample period. Intercept shift variables are also included in this model to account 

for the large change in school-related energy use in the billing months of Jannary, July and August. 

SPA customers are projected linearly as a function ofa time-trend. 

Sales for Resale Sector 

The Sales for Resale sector encompasses all finn sales to other electric power entities. This 

includes sales to other utilities (municipal or investor-owned) as well as power agencies (Rural 

Electric Authority or Municipal). 

Seminole Electric Cooperative, Incorporated (SECI) is a wholesale, or sales for resale, customer 

of PEF on both a supplemental contract basis and contract demand basis. Under the 

supplemental contract, PEF provides service for those energy requirements above the level of 

generation capacity served by either SEC!'s own facilities or its f1Illl purchase obligations. 

Monthly supplemental energy is developed using an average of several years' historical load 

shape of total load in the PEF control area, subtracting out the level of SECl "committed" 

capacity from each hour. Beyond supplemental service, PEF has an agreement with SECI to 

serve stratified intennediate and peaking energy. This agreement involves serving 150 MW of 

stratified intermediate demand that is assumed to remain a requirement on the PEF system 

throughout the forecast horizon. This contract has been amended to provide an additional 150 

MW stratified intennediate product and a 150 MW stratified pealdng product beginning in 2006. 

Energy usage under this contract is projected using typical intennediate and peak load rectors, 
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respectively. Agreements to provide non-fInn or interruptible service are currently in effect 

between PEF and SECI at two separate metering points atOounting to an estimated 65 MW. 

The municipal sales for resale class includes a number of customers, divergent not only in scope of 

service. (i.e., full or partial requirement), but also in composition of ultimate consumers. Each 

customer is modeled separately in order to accurately reflect its individual profIle. The majority of 

customers in this class are municipalities whose full energy requirements are met by PEF. The full 

requirement customers are modeled individually using local weather station data and population 

growth trends. Since the ultimate consumers of electricity in this sector are, to a large degree, 

residential and commercial customers, it is assumed that their use patterns will follow those of the 

PEF retail-based residential and commercial customer classes. PEF serves partial requirement 

service (PR) to municipalities such as New Smyrna Beach (NSB), Homestead and Tallahassee, and 

other power providers like Florida Municipal Power Agency (FMP A) and Florida Power & Light. 

In each case, these customers contract with PEF for a specific level and type of demand needed to 

provide their particular electrical system with an appropriate level of reliability. The terms of the 

FMP A and NSB conttacts are subject to change each year via a letter of "declared" MW 

nomination. More specifIcally, this means that the level and type of demand and energy under 

contract can increase or decrease for each year a value is nominated. The energy forecast for each 

contract is derived using its historical load factors where enough history exists, or typical load 

factors for a given type of contracted stratified load. The energy projections for the Florida 

Municipal Power Agency (FMPA) also include a "losses service conttact" for energy PEF supplies 

to FMP A for transmission losses incurred when "wheeling" power to their ultimate customers in 

PEP's transmission area. This projection is based on the projected requirements of the aggregated 

needs of the cities ofOcaia, Leesburg and Bushnell. 

PEAK DEMAND FORECAST 

The forecast ofpeak demand also employs a disaggregated econometric methodology. For seasoual 

(winter and summer) peak demands, as well as each month of the year, PEF's coincident system 

peak is dissected into five major components. These components consist of potential fmn retail 

load, conservation and load management program capability. wholesale demand, company use 

demand and interruptible demand. 

0:0.100 
2-31 



Potential finn retail load refers to projections of PEF retail hourly seasonal net peak demand 

(excluding the non-finn interruptiblelcurtailableistandby services) before the cumulative effects of 

any conservation activity or the activation of PEP's Load Management program. The historical 

values of this series are constructed to show the size ofPEFs finn retail net peak demand assuming 

no utility-induced conservation or load control had taken place. The value of constructing such a 

"clean" series enables the forecaster to observe and correlate the underlying trend in retail peak 

demand to total system customer levels and coincident weather conditions at the time of the peak 

without the impacts of year-to-year variation in conservation activity or load control reductions. 

Seasonal peaks are projected using historical seasonal peak data regardless ofwhich month the peak 

occurred. The projections become the potential retail demand projection for the month of January 

(winter) and August (sununer) since this is typically when the seasonsl peaks occur. The non

seasonal peak months are projected the same as the seasonsl peaks, but the analysis is limited to the 

specific month being projected. 

Energy conservation and direct load control estimates are consistent with PEP's DSM goals that 

have been approved by the Florida Public Service Commission. These estimates are incorporated 

into the MW forecast. Projections of dispatchable and cumulative non-dispatchable DSM are 

subtracted from the projection ofpotential finn retail demand resulting in a projected series of retail 

demand figures one would expect to occur. 

Sales for Resale demand projections represent load supplied by PEF to other electric utilities such as 

SECI, FMP A, and other electric distribution companies. The SECI supplemental demand 

projection is based on a trend of their historical demand within the PEF control area. The level of 

MW to be served by PEF is dependent upon the amount of generation resources SEC! supplies itself 

or contracts from others. An assumption has been made that beyond the last year of committed 

capacity declaration (five years out), SEC! will shift their level of self-serve resonrces to meet their 

base and intermediate load needs. For FMP A and NSB demand projections, historical ratios of 

coincident-to-contract levels of demand are applied to future MW contract levels. Demand 

requirements continue at the MW level indicated by the final year in their respective contract 

declaration letter. The full requirements municipal demand forecast is estimated for individual 

cities using linear econometric equations modeling both weather and economic impacts specific to 
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each locale. The seasonal (winter and summer) projections become the January and August peak 

values, respectively. The non-seasonal peak months are calculated using monthly allocation factors 

derived from applying the historical relationship between each winter month (November to March) 

relative to the winter peak, and each summer month (April to October) in relation to the summer 

peak demand. 

PEF "company use" at the time of system peak is estimated using load research metering stodies 

and is assumed to remain stable over the forecast horizon. The interruptible and curtailable service 

(IS and CS) load component is developed from historic trends, as well as the incorporation of 

specific information obtained from PEF's large industrial accounl!! by field representatives. 

Each of the peak demand components described above is a positive value except for the DSM 

program MW impacts and IS and CS load. These impacts represent a reduction in peak demand 

and are assigned a negative value. Total system peak demand is then calculated as the arithmetic 

sum ofthe five compouents. 

HIGH AND LOW FORECAST SCENARIOS 

The high and low bandwidth scenarios around the base MWh energy sales forecast are developed 

using a Monte Carlo simulation applied to a multivariate regression model that closely replicates the 

base retail MWh energy forecast in aggregate. This model accounts for variation in Gross Domestic 

Product, retail customers and electricity price. The base forecasts for these variables were 

developed based on input from Economy.Com and internal company price projections. Variation 

around the base forecast predictor variables used in the Monte Carlo simulation was based on an 80 

percent confidence interval calculated around variation in each variable's historic growth rate. 

While the total number ofdegree-days (weather) was also incorporated into the model specification, 

the high and low scenarios do not attempt to capture extreme weather conditions. Normal weather 

conditions were assumed in all three scenarios. 

The Monte Carlo simulation was produced through the estimation of 1,000 scenarios for each 

year of the forecast horizon. These simulations allowed for random normal variation in the 

growth trajectories of the economic input variables (while accounting for cross-correlation 
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amongst these variables). as well as simultaneous variation in the equation (model error) and 

coefficient estimates. These scenarios were then sorted and nmk ordered from one to a thousand, 

while the simulated scenario with no variation was adjusted to equal the base forecast. 

The low retail scenario was chosen from among the ranked scenarios resulting in a bandwidth 

forecast reflecting an approximate probability of occurrence of 0.10. The high retail scenario 

similarly represents a bandwidth forecast with an approximate probability of occurrence of0.90. In 

both scenarios the higb and low peak demand bandwidth forecasts are projected from the energy 

forecasts using the load factor implicit in the base furecast scenario. 

CONSERVATION GOALS 

In October 1999, the FPSC established new conservation goals for PEF that span the ten-year 

period from 2000 through 2009 (in Docket 971oo5-EG, Order No. PSC-99-1942-FOF-EG). As 

required by Rule 25-17.0021 (4), Florida Administrative Code, PEF then submitted fur 

Commission approval a new DSM Plan that was specifically designed to meet the new 

conservation goals. PEP's DSM Plan was subsequently approved by the Commission on April 

17, 2000 (in Docket 991789-EG, Order No. PSC..oo..750-PAA-EG). The following tables 

present PEF's historical DSM performance by showing the Commission-approved conservation 

goals as weI! as the conservation savings actually achieved through PEF's DSM programs for the 

reporting years of2000·2003. 

Historical Residential Conservation Savings Goals and Achievements 

Cumulative Summer Cumulative Winter Cumulative Energy 

MW MW GWh 

Year Goal Achieved Goal Achieved Goal Achieved 

2000 10 17 30 35 15 21 

2001 20 29 64 72 32 42 

2002 32 43 102 III SO 65 

2003 4S 59 142 152 69 90 
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Historical CommerciaJ/Industrial Conservation Savings Goals and Achievements 

Cumulative Summer Cumulative Winter Cumulative Energy 

MW MW GWh 

Year Goal Achieved Goal Achieved Goal Achieved 

2000 4 12 4 12 2 6 

2001 8 18 7 17 4 10 

2002 11 28 11 24 6 14 

2003 15 35 15 29 8 18 

The forecasts contained in this Ten-Year Site Plan document are based on PEF's DSM Plan and, 

therefore, appropriately reflect the level of DSM savings required to meet the Commission

established conservation goals. PEF's DSM Plan consists of five residential programs, eight 

commercial and industrial programs, and one research and development program. The programs 

are subject to periodic monitoring and evaluation for the purpose of ensuring that all DSM 

resources are acquired in a cost-effective manner and that the program savings are durable. 

Following is a briefdeScription of these programs. 

RESIDENTIAL PROGRAMS 

Home Energy Check Program 

This energy audit program provides customers with an analysis of their current energy use and 

recommendations on how they can save on their electricity bills through low-cost or no-cost 

energy-saving practices and measures. The Home Energy Check program offers PEF customers 

the following types of audits: Type I: Free Walk-Through Audit (Home Energy Check); Type 2: 

Customer-completed Mail In Audit (Do It Yourself Home Energy Check); Type 3: Online Home 

Energy Check (Internet Option) - a customer-completed audit; Type 4: Phone Assisted Audit· a 

customer assisted survey of structure and appliance use; Type 5: Computer Assisted Audit; Type 

6: Home Energy Rating Audit (Class I,ll, III). The Home Energy Check Program serves as the 

foundation of the Home Energy Improvement Program in that the audit is a prerequisite for 

participation in the energy saving measures offered in the Home Energy Improvement Program. 
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Home Energy Improvement Prog1'llm 

This is the umbrella program to increase energy efficiency for existing residential homes. It 

combines efficiency improvements to the thennal envelope with upgraded electric appliances. 

The program provides incentives for attic insulation upgrades, duct testing and repair, high 

efficiency electric heat pumps, heat recovery units, and dedicated heat pump water heaters. 

ResidentialNew Construction Program 

This program promotes energy efficient new home construction in order to provide customers 

with more efficient dwellings combined with improved environmental comfort. The program 

provides education and information to the design and building community on energy efficient 

equipment and construction. It also facilitates the design and construction of energy efficient 

homes by working directly with the builders to comply with program requirements. The 

program provides incentives to the builder for high efficiency electric heat pumps, heat recovery 

units, and dedicated heat pump water heaters. The highest level of the program incorporates the 

Environmental Protection Agency's Energy Star Homes Program and qualifies participants for 

cooperative advertising. 

Low Income Weatherization Assistance Program 

This umbrella program seeks to improve energy efficiency for low-income customers in existing 

residential dwellings. It combines efficiency improvements to the thennal envelope with 

upgraded electric appliances. The program provides incentives for attic insulation upgrades, duct 

testing and repair, reduced air infiltration, water heater wrap, HVAC maintenance, high 

efficiency heat pumps, heat recovery units, and dedicated heat pump water heaters. 

Residential Energy Management Program 

This is a voluntary customer program that allows PEF to reduce peak demand and thus defer 

generation construction. Peak demand is reduced by interrupting service to selected electrical 

equipment with radio-controlled switches installed on the customer's premises. These 

interruptions are at PEF's option, during specified time periods, and coincident with hours of 

peak demand. Participating customers receive a monthly credit on their electricity bills. Due to 

the cost of new installations, this program was modified in the 1999 filing to allow for 
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participation in a winter-only program that provides for direct load control of water heating and 

central heating appliances during the months ofNovember through March. 

COMMERCIAL/INDUSTRIAL (CII) PROGRAMS 

Business Energy Check Program 

This energy audit program provides commercial and industrial customers with an assessment of 

the current energy usage at their facilities, recommendations on bow they can improve the 

environmental conditions of their facilities while saving on their electricity bills, and information 

on low-cost energy efficiency measures. The Business Energy Cbeck consists of the following 

types of audits: A free walk-through audit, and a paid walk-through audit. Small business 

customers also have the option to complete a Business Energy Check online at Progress Energy's 

website. In most cases, this program is a prerequisite for participation in the other ClI programs. 

Better Business Program 

This is the umbrella efficiency program for existing commercial and industrial customers. The 

program provides customers with information, education, and advice on energy-related issues 

and incentives on efficiency measures tbat are cost-effective to PEF and its customers. The 

Better Business Program promotes energy efficient heating, ventilation, air conditioning 

(HVAC), motors, and some building retrofit measures (in particular, ceiling insnIation upgrade, 

duct leakage test and repair, and window fiim retrofit). 

CommerciaVlmlustrlal New Construction Program 

The primary goal of this program is to foster the design and construction of energy efficient 

buildings. The new construction program: I) provides education and information to the design 

community on all aspects of energy efficient building design; 2) requires that the building 

design, at a minimum, surpass the state energy code; 3) provides financial incentives for specific 

energy efficient equipment; and 4) provides energy design awards to building design teams. 

Incentives will be provided for high efficiency HV AC equipment, motors, and heat recovery 

unita. 
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Innovation Incentive Program 

This program promotes a reduction in demand and energy by subsidizing energy conservation 

projects for customers in PEF's service territory. The intent of the program is to encourage 

legitimate energy efficiency measures that reduce kW demand and/or kWb energy, but are not 

addressed by other programs. Energy efficiency opportnnities are identified by PEF 

representatives during a Business Energy Check audit. If a candidate project meets program 

specifications, it will be eligible for an incentive payment, subject to PEF approval. 

Commercial Ene1'!JY Management Program (Rate Schedule GSLM-l) 

This direct load control program reduces PEF's demand during peak or emergency conditions. 

As described in PEF's DSM Plan, this program is currently closed to new participants. It is 

applicable to existing program participants who have electric space cooling equipment suitable 

for interruptible operation and are eligible for service under the Rate Schedule OS-I, OST-I, 

GSO-I, or GSOT-l. The program is also applicable to existing participants who have any of the 

following electrical equipment installed on permanent residential structures and utilized for 

domestic (household) pwposes: I) water heater(s), 2) central electric heating systems(s), 3) 

central electric cooling system(s), and/or 4) swimming pool pump(s). Customers receive a 

monthly credit on their bills depending on the type of equipment in the program and the 

interruption schedule. 

Standby Generation Program 

This demand control program reduces PEP's demand based upon the indirect control ofcustomer 

generation equipment This is a voluntary program available to aU commercial, industrial, and 

agricultural customers who have on-site generation capability and are willing to reduce their PEF 

demand when PEF deems it necessary. The customers participating in the Standby Generation 

program receive a monthly credit on their electricity bills according to the demonstrated ability 

of the customer to reduce demand 'at PEF's request. 

Interruptible Service Program 

This direct load control program reduces PEF's demand at times of capacity shortage during 

peak or emergency conditions. The program is available to qualified non-residential customers 
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with an average billing demand of 500 kW or more, who are willing to have their power 

interrupted. PEF will have remote control of the circuit breaker or disconnect switch supplying 

the customer's equipment. In return for this ability to interrupt load, customers participating in 

the Interruptible Service program receive a monthly interruptible demand credit applied to their 

electric bills. In response to customer requests, PEP has implemented improvements in the way 

in which these customer resources are called upon during periods of capacity shortage. 

Customer response has been favorable to the improvements that have been implemented. 

Curtttilable Service 

This direct load control program reduces PEF's demand at times of capacity shortage during 

peak or emergency conditions. The program is available to qualified non-residential customers 

with an average billing demand of 500 kW or more, who are willing to curtail 25 percent of their 

average monthly billing demand. Customers participating in the Curtailable Service program 

receive a monthly curtailable demand credit applied tu their electric bills. 

RESEARCH AND DEVELOPMENT PROGRAMS 

Technology Development Program 

The primary purpose of this program is to establish a system to "Aggressively pursue research, 

development and demonstration projects jointly with others as well as individual projects" (Rule 

25-17.001, {5)(f), Florida Administration Code). PEF will undertake certain development, 

educational and demonstration projects that have promise to become cost-effective demand 

reduction and energy efficiency programs. In most cases, each demand reduction and energy 

efficiency project that is proposed and investigated under this program requires field-testing with 

actual customers. 
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CHAPTER 3 


FORECAST OF FACILITIES REQUIREMENTS 


RESOURCE PLANNING FORECAST 

OVERVIEW OF CURRENT FORECAST 

Supply-Side Resources 

PEF has a summer total capacity resource of 9.782 MW. as shown in Table 3.1. This capacity 

resource includes utility purchased power (474 MW). non-utility purchased power (833 MW), 

combustion torbine (2.619 MW, 143 MW of which is owned by Georgia Power for the months June 

through September), nuclear (769 MW), fossil steam (3,882 MW) and combined-cycle plants 

(1,205 MW). Table 3.2 shows PEF's contracts for firm capacity provided by Qualifying Facilities 

(QFs). 

Demand-Sitle Programs 

Total DSM resources are shown in Schedules 3.1.1 and 3.2.1 of Chapter 2. These programs include 

Non-Dispatchable DSM, Interruptible Load, and Dispatchable Load Control resources. PEF's 2004 

Ten-Year Site Plan Demand-Side Management projections are consistent with the DSM Goals 

established by the Commission in Docket No. 971 005-EG. 

Capacity and Demand Forecast 

PEF's forecasts of capacity and demand for the projected summer and winter peaks are shown in 

Schedules 7.1 and 7.2, respectively. PEF's forecasts of capacity and demand are based on serving 

expected growth in retail requirements in its regulated service area and meeting commitments to 

wholesale power customers who have entered into supply contracts with PEF. In its planning 

process, PEF balances its supply plan for the needs ofretail and wholesale customers and endeavors 

to ensure that cost-effective resources are available to meet the needs across the customer base. 

Over the years, as wholesale markets have grown more competitive, PEF has remained active in the 

competitive solicitations while planning in a manner that maintains an appropriate balance of 

commitments and resources within the overall regulated supply framework. 
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BlUe Expansion Plan 

PEF's planned supply resource additioDS and changes are shown in Schedule 8 and are referred to as 

PEF's Base Expansion Plan. This Plan includes 2,885 MW (summer rating) of proposed new 

capacity additions through the summer of20l3. As identified in Schedule 8, PEF's next planned 

need is the Hines 3 Unit, a 516 MW (summer) power block with a December 2005 in-service 

date. PEPs self-build option for Hines Unit 3 was determined to be the most cost-effective 

alternative (FPSC Docket No. 020953-EI, Order No. PSC-03-0175-FOF-EI, issued February 4, 

2003). In accordance with Rule 25-22.082 (F.A.C.), PEF issued a request for proposals (RFP) 

on October 7, 2003 to solicit competitive proposals for supply-side alternatives to its next 

planned combined-cycle unit, a fourth gas-fired combined-cycle unit at the Hines Energy 

Complex. Proposals have been received and are currently being evaluated. 

PEF's Base Expansion Plan projects requirements for additional combined-cycle units with 

proposed in-service dates of2007, 2009, 2010, 2012 and 2013. These high efficiency gas-fired 

combined-cycle units, together with three CT units planned for December 2006 help the PEF 

system meet the growing energy requirements of its customer base and also contribute to 

meeting the requirements of the 1990 Clean Air Act Amendments. Fuel switching, S02 emission 

allowance purchases, re-dispatching of system generation and technology improvements are 

additional options available to PEF to ensure compliance with these important environmental 

reqnirements. Status reports and specifications for new generation facilities are included in 

Schedule 9. As shown in Schedule 10, there are no new transmission lines associated with the 

Hines 3 combined-cycle addition. 

Current planning studies identifY gas-fired units as the most economic alternatives for system 

expansion over the ten-year planning term. New coal units may become a competitive option 

beyond the ten-year timeframe should forecasted gas prices continue to increase versus coal over 

that term. The uncertainties associated with fuel price forecasts and the long lead times reqnired to 

site, permit, license, engineer, and construct a coal unit will require additional study of coal options 

in the next planning cycle. 
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TABLE 3.1 


PROGRESS ENERGY FLORIDA 


TOTAL CAPACITY RESOURCES OF 

POWER PLANTS AND PURCHASED POWER CONTRACTS 


PLANTS 

Nuelear Steam 
Crystal River 

TotaJ Nuclear Steam 

Fossil Steam 
Crystal River 
Anclote 
Paul L, Bartow 
Suwannee River 

Total Fossil Steam 

Comblned..."tI. 
Hines Energy Complex: 
Tiger Bay 

Total Combined-cycle 

Combustion Turbine 
DeBary 
Intercession City 
Bayboro 
Bartow 
Suwannee 
Turner 
Higg;ns 
Avon Park 
University ofFlorida 
Rio Pillar 

Total Combustion Turbine 

Tot.l Units 
Total Net Generating C.pabiUty 

AS OF DECEMBER 31, 2003 

NUMBER 
OF UNITS 

1 
I 

4 
2 
3 
:1. 

12 

2 
1 
3 

10 
14 
4 
4 
3 
4 
4 
2 
I 
1 

47 

63 

(I) Adjusledfor sale ofopproximofely 8,1% oftolol capacity 
(2) Includes 143 MW owned by aeorgla Power Compo.y (Jun-Sep) 

Purthased Power 
QualifYing Facility Contract, 19 
Investor Owned Utilities 2 

TOTAL CAPACITY RESOURCES 

SUMMER 

NET DEPENDABLE 


CAPABILITY 

(MW) 

W (I) 
769 

2,302 
993 
444 
ill 

3,882 

998 
207 

1,205 

667 
1.041 	 (2) 

184 
187 
164 
154 
122 
52 
35 
II 

2,619 

8,475 

833 
474 

9,781 
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TABLE 3.2 

PROGRESS ENERGY FLORIDA 

QUALIFYING FACILITY GENERATION CONTRACTS 

AS OF DECEMBER 31, 2003 

i FaciUtyName 

Bay County Resource Recovery 

Firm 
Capacity 

(l\IW) 

11.0 

i 

I 

Cargill 

Dade County Resource Recovery 

EI Dorado 

Jefferson Power 

15.0 

43.0 

114.2 

2.0 

! LakeCogen 110.0 

Lake County Resource Recovery 12.8 

. 

LFC Jefferson 

LFCMadison 

Mulberry 

8.5 

8.5 

79.2 

: 

Orange Cogen (CPR-Biogeo) 74.0 

! 

Orlando Cogen 

Pasco Cogen 

79.2 

109.0 

i 
Pasco County Resource Recovery 

Pinellas County Resource Recovery 

23.0 

54.8 

Ridge Generating Station 39.6 

Royster 

Timber Energy 

US Agrichem 

30.8 

12.5 

5.6 

i 

TOTAL 832.7 
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PROGRESS ENERGY FLORIDA 

SCHlIDULE 7.1 

FORECASTOF CAPACITY. DEMAND AND SCHEDULED MAI.NTENANCE 

AT TIME OF SUMMER PEAK 

(I) (2) (l) (4) (S) (6) (7) (I) (9) (10) (II) (11) 

TOTAL FIRM FIRM TOTAL SYSTEM FIRM 

INSTA!.I.IID CAPACITY CAPACITY CAPACITY SUMMER PEAK RESERVE MARGIN SCHEDUlED RESERVE MARGIN 

CAPAaTY IMPORT EXPORT QF AVAiLABLE DEMAN!) BEfORE M.AJNTENANCE. MAJNT'ENANCIi AFTEl\ MAINTENANCE 

YEAR MW MW MW MW MW MW MW %OFPEAK MW MW %OFPEAJ{ 

:lOO4 8,332 414 0 833 9.639 1.m 1,642 21% 	 1.642 21%• 
200> 8.)32 642 • 8211 9.794 8,117 1$11 2.% 0 1.617 21%• 
2006 ..... 642 • 0 820 10.310 8.519 1,791 2.% 0 1.791 21% 

2001 9,322 4" 0 802 10..... 8,758 1,850 2'% 0 1,850 21% 

lOOII 9.783 ... 0 181 1I,os< 8,954 2,100 23% 0 2,100 23% 

200!> 9.783 ... 0 641 10,914 9,110 ...... "l% 0 1,804 "'" 2010 ... 1~739 10 0 641 Il,4S6 '~3. 2.126 230/a 0 2.126 23% 

2011 (0,739 0 • 641 11,386 9,486 1,900 20% 0 '.900 20% 

2012 11.217 0 647 11,864 9,634 2,23() 2J% 0 2.21. 21%• 
20t3 11,217 0 531 11,754 9,BJl 1,943 	 1,943"'" "'" 

• 	~ Enfrgy Is CUITtIlIiy negotiating a firm purchase {)f~l¢!y IS8 MW wbicll: Is ex.pcctcd to nm from tM aummc:r of 2005 tbroujb the ~r or 
2006I2001. The: deal Is not)'til eonsumJlttI.OO as of !be timcofthe TCfI.·Yw Site Plin filing. SiMo the: putebasc is expected 10 be! frompcaklrtgCll*lIy, no CDCJID' 
impa.ct hili been ~luMd in dw; plan at this tim!;• 

•• Props. EnetQY CWl'a1tly hq. a contract with tM Southern Companies 10 purchase .ppn'!;(imatcly 400 MW or finn capacity Ihroogb May, 20 IO. Tho ~ plan 
currently shoM the addition ora combined.q"tle- unit, to be place-d in Som'ie-c in May,lOlO, as & placcboldQr ror ~ofl:M eonl.'rllCl, DilJeUnions ~cutt"CIllly 
'lUldctw&y to extend the eontmct. and it is ~pcdfld thalagroemeftt will be reached citltcr with !he Southern Companies. ct IUlOther supplier, which wltl coll1l:rwc the 
import offbi. finn capacity and CtlC1J)' aerolS the f1llfida...Oeorgia m.tmfaco wcJ Ibeyond the planning period~. Wb~!; the- cxar;t temuJ ofthe contract 
extensionli'qJlacemCftI,w ACt known at Ihl! time, the c<lITtbined-eycl(: unit placed in ~ in 20 I 0 i. 8 rcuonsble-o maldl to tit!; capacity find ~ex~ted 10 be 
obtained in either a eootratt c.xtcnliOD or ~ with anO'lhcr supplier. 
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PROGRESS ENERGY FLORIDA 

SCHEDUL51.2 

FORECAst OP CAPACrrv, DEMAND AND SCHEDULED t-(AIN1"ENANCB 

AT TIME OF WINTER. PEAK 

(I) (2) (3) (') (S) (6) (1) (') (9) (00) (II) <Ill 

TOTAL FIll.M F1RM TOTAL SYSTEM FI.R.M 

INSTALLED CAPACl!"Y CAPACITY CAPACITY W1NIEtPllAK RESE.RVE MARGIN SCHEIlUUD RESERVE MARGIN 

CAPACITY IMPORT EXPORT QP AVAILABLE DEMAND BEFORE MAINTENANCe MAlNl'ENANCE AFTE~ MAINTENANCE 

MW MW MW MW MW MW MW % OF PEAK MW MW %OFPEAK .. 9,114 ... 83l 10.5(,)1 8,626 1,815 221< 0 I,81S 221< -2004 OS 9,174 671 .20 10,666 1,163 20% 1,763 

:xJiA!'. 

3."" """ 
06 9.156 .., .. 0 .20 11,:2.18 9,153 2.065 "% ,,(165 2,)%•..,-'.06 01 IOJ1O .. • ." n,764 9,595 2,169 ,,% • 2,169 2,)% 

'00' 06 10,S31 .... • '81 11,IOS 9,731 1')11 ,,% • 2,311 

., "" 
200' 10,331 .84 0 618 II.m 9,891 2,108 21% 2,'08 21%• ,... .. 11,313 .84 0 641 12,>04 10,114 2)'" 24% 2,J9<! "I<• 
2010 11 .... 11,909 10 641 12,626 10,21, 2,3$1 2,)1< 0 2,351 23%• 
2011 " 11.909 0 '" 12,556 10,427 2.129 0 2,129 20"• 20" 
2012 U 12,445 0 641 ",1m ...... 2,486 2,)% 2,486 231< 

Jnclu~ SWooa.aJ i'urdJ:!!;Se of20 MW in 2003104 ami 188 MW in lOO4I05. 

PftlP'=SS Enet'IY i& cumruly Mj'fOtiating a flnn purcJ1ue ofapproximatilly 158 MW wbkb is expected to I'WI &om the SIIlIUJKlJ' of2005 through the winlcr of 
2006(2007. The deal ia noC yeI et.Inlummau;d .. of1be lime orlbe Ten-Year She P'tllfl mins. Since the ~ is cxpcc!t:d h1 be from pcakift8 capec.ity, 00 
~rgy Impact bat been inc:luckld in \iIc pian at thi,llmc . 

... ProgrcfS Energy cummt!y flu iI et.IntraeI with lite Scmbem Companic.s to putd\ase apprnximatcly 4(lO MW orrum ap.city throughMAy,101Q, The explWlon 

plan cl.IITCntJyJbows 1be addltion or. c.ombmcd-cyde unit, (0 be pl~!rt tm'iee in. May, 2lI1O. U I. plAcelwtder for 1Ii)l:.lUuiioo of the 00fttrac1. DISCUSltOl'l:I W 

eurrcntlyuntMJw.y '10 u:knd the vonInId, and it is u~ that ~will be reaQbW either with tb; Southem CotnPwes. or I.ootbcr IlUpplicr, whmt will 

oondnuc!he ilt'lpQrt ofthis finn capacity t.Dd CIICrgyacr05S the Florida-O¢or.itt Interface well be»ond the pll.~ ptrind ptCSC1Itod. While tb; e:oct temlI ofthe 

«Ifttnlc:ta:tcn&ionl'rtiplaccmmm not known at this time. th; COO1bined-qot:l; unit placed in IICtViee ill 2010 is, A1'tiUOtlabic mlddl.w the capadtyand eMlJY 

ctp«ted 10 be obtaice:d In. ei1bcr .. COfIttI.Ct exfen$!on or agreement with anDtber SOW)lit:r. 
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PROGRESS ENERGY FLORIDA 


SCH£D!.1L£ 8 

Pl..ANNED AND PROSPECTIVE QENERA11NG FACJUTY ADDITIONS AND CHANGES 


AS OF JANUARY 1,2004 THROUGH DECEMBER 31.1013 


(I) (1) 0) (O) ('1 (~ (1) (') ('» (10) (ll) (Il) (Il) 0') (I') (16) 

CON"'_ COMl..lN· EXPECTED OEN.MAX. tm:CAtAWltIX 

UNIT LOCATION UNIT t1W. B.1&L.IBt.~S:emiT StART SERVICE IU!fI....ENT NAMEPLATE SUMMER WfNTER 

e~l:~o.ME llil. (l;Q!lNIYl n:fli W. ALL m ALL MlU.YR MQ..Lljl WJ.YR "" M'!I' M'!I' .mIl!1SNOIIill 

HINES ENERGY COMPLEX POLK CC NO Dl'0 PL TX 912003 121200' '" '" U 

PEAIt!l.O ""KNO"" OT NO OFO PL "" I I""" IS! "' P 

Pl!AKER 1 """"".". or NO OPO PC UN I""" 1212006 IS' li' p 

PEAIt!l.O l]NKNOWN aT NO DPO PL UN 12'200' """' IS' I" P 

HINES ENERGY COMPLEX 4 pou< cc NO OFO PL 1X """" IlIlOO1 461 SI7 P 

HlNES ENERQY COMPLEX 

I:JtNBS 9fFJtGY COMPlEX 

, 
• 

POIJ< 

PQLK 

cc 

cc 

NO 

NO 

OFo 

OFO 

PL 

pC 

TK 

TI( 

912007- '''''''' 
5IJ01O 

418 

". 
'" 
". 

p 

P 

COMBJNED..C(Cl.E UNKNOWN cc NO oro PL UN 2IlOIO SI201l '" '" P 

COMBINEDCYQ..S , UNKNOWN cc NO oro PL UN 911011 ll1lO11 '" '" P 

000:1:18 
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PROGRESS ENERGY FLORIDA 

SCHEDULE 9 

STATUS REPORT AND SPECIFICATIONS OF PROPOSED GENERATING FACILITIES 


AS OF JANUARY 1,2004 


(I) Plant Name and Unit Number: 

(2) Capacity 
a.Summer: 
b. Winter: 

(3) Technology Type: 

(4) Anticipated Construcnon Timing 
R. Field construction start date; 
b. Commercial in-service date: 

(5) Fuel 
a. Primary fuel: 
b. Alternate fuel: 

(6) Air Pollution Control Slrategy: 

(7) Cooling Method: 

(8) Total Site Area: 

(9) Construction Status: 

(10) Certification Status: 

(11) Status with Federal Agencies; 

(12) Projected Unit Performance Data 
•. Planned Outage Factor (POF): 
b. Foreed Outage Factor (POF): 
c. Equivalent Availability Factor (EAP): 
d. Resulting Capacity Factor (%): 
e. Average Net Operating Heat Rate (ANOHR): 

(13) Projected Unit Financial Data 
•. Book Life (Years): 
b. Total Installed Cost (In-service year $lkW): 
c. Direct eoostruetion Cost ($lkW); 
d. AFUDC Amount ($lkW): 
e. Escalation ($IkW): 
f. Fixed O&M ($IkW-yr): 
g. Variable O&M ($JmWh): 
b. K FocIor: 

3-8 

HINES ENERGY COMPLEX UNIT #3 

516 

582 


COMBlNED-CYCLE 

912003 

1212005 (EXPECTED) 


NATURAL GAS 
DISTILLATE FUEL OIL 

DRY LOW NO. COMBUSTION 
with SELECTIVE CATALYTIC REDUCTION 

COOLING POND 

8,200 ACRES 

UNDER CONSTRUCTION, 
LESS THAN 50% COMPLETE 

SITE PERMITTED 

SITE PERMITTED 

5.8 % 
3.0 % 

91.4 % 
69.0 % 


6,962 BTUIkWb 


25 
435.57 
389.18 
46.39 

0.00 
1.32 
2.10 

NO CALCULATION 

O{)0:1:19 



PROGRESS ENERGY FLORIDA 

SCHEDULE 9 

STATUS REPORT AND SPECIFICATIONS OF PROPOSED GENERATING FACILITIES 


AS OF JANUARY I, 2004 


(I) PllUlt Name and Unit Number: 

(2) Capaci!)' 
a. Summer: 
b. Winter: 

(3) Technology Type: 

(4) Anticipated Construction Timing 
a. Field construction start date: 
b. Commercial in-service date: 

(5) Fuel 
•. Primary fuel: 
b. Alternate fuel: 

(6) Air Pollution Control Strategy: 

(7) Cooling Method: 

(8) Total Site Area: 

(9) Construction Status: 

(10) Certification Status: 

(11) Status with Federal Agencies: 

(12) Projected Unit Performance Data 
a. Planned Outage Factor (POF): 
b. Forced Ontage Factor (FOF): 
c. Equivalcot Avail.bili!)' Factor (EAF): 
d Resulting Capaci!)' Factor ("A;): 
e. Average Net Operating Heat Rate (ANOHR): 

(13) Projected Unit Financial D.ta 
•. Book Life (Years): 
b. Total Installed Cost (In-service year $IkW): 
c. Direct Construction Cost ($IkW): 
d. AFUDC Amount ($lkW); 
e. Escalation ($IkW): 
f. Fixed O&M ($IkW-yr): 
g. Variable O&M ($lmWh): 
h. KFactor: 

PEAKER 1 

158 

188 


COMBUSTION TURBINE 

1212005 

1212006 (EXPECTED) 


NATURAL GAS 
DISTILLATE FUEL OlL 

DRY LOW NOx COMBUSTION (NATlJRAL GAS) 
WATER INJECTION (DISTILLATE FUEL OlL) 

AIR 

UNKNOWN ACRES 

PLANNED 

PLANNED 

PLANNED 

6.9% 
4.1 % 

88.1 % 
12.0 % 


10,111 BTUIkWh 


25 
336.94 
298.90 

22.91 
15.13 
2.38 

11.15 
NO CALCULATION 

000:120 
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PROGRESS ENERGY FLORIDA 


SCHEDULE 9 

STATUS REPORT AND SPECIFICATIONS OF PROPOSED GENERATING FACILITIES 


AS OF JANUARY 1,2004 

(I) Plant Name and Unit Number: 

(2) Capacity 
a. Sununer: 
h. Winter: 

(3) Technology Type: 

(4) Anticipated Construction Timing 
8. Field construction start date: 
h. CommerciaJ in-service date: 

(5) Fuel 
a. Primary fuel: 
b. Alternate fuel: 

(6) Air Pollution Control Strategy: 

(7) Cooling Method: 

(8) Total Site Area: 

(9) Construction Status: 

(10) Certification Status: 

(II) Status with Federal Agencies: 

(12) Projected Unit Performance Data 
a. Planned Outage Factor (POF): 
b. Forced Outage Factor (FOF): 
c. Equivalent Availability Factor (EAF): 
d. Resulting Capacity Factor (%): 
e. Average Net Operating Heat Rate (ANOHR): 

(13) Projected Unit Financial Data 
a. Book Life (Years): 
b. Total Installed Cost (In-service year $IkW): 
c. Direct Construction Cost ($IkW): 
d. AFUDC Amount ($IkW): 
e. Escalation ($IkW): 
f. Fixed O&M ($IkW-yr): 
g. Variable O&M ($/mWh): 
h. K Factor: 

3-10 

PEAKER2 

158 
188 

COMBUSTION TURBINE 

1212005 

1212006 (EXPECTED) 


NATURAL GAS 
DISTILLATE FUEL OIL 

DRY LOW NOx COMBUSTION (NATURAL GAS) 
WATER INJECTION (DISTILLATE FUEL OIL) 

AIR 

UNKNOWN ACRES 

PLANNED 

PLANNED 

PLANNED 

6.9 % 
4.7 % 

88.7 % 
12.0 % 


10,711 BTUIkWh 


25 
336.94 
298.90 

22.91 
15.13 
2.38 

1l.15 
NO CALCULATION 

on01.21. 




PROGRESS ENERGY FLORIDA 


SCHEDULE 9 

STATIJS REPORT AND SPECIFICATIONS OF PROPOSED GENERATING FAClLmES 


AS OF JANUARY 1,2004 


(l) Plant Name and Unit Number; 

(2) Capacity 
a. Summer: 
b. Winter; 

(3) Technology Type: 

(4) Anticipated Construction Timing 
a. Field construction start date: 
b. Commercial in-service date: 

(5) Fuel 
a. Primary fuel; 
b. Alternate fuel: 

(6) Air Pollution Control Strategy: 

(7) Cooling Method: 

(8) Total Site Area; 

(9) Construction Status: 

(10) Certification Status: 

(II) Status with Federal Agencies; 

(12) Projected Unit Perfonnance Data 
a. Planned Outage Factor (p0F); 
b. Forced Outage Factor (FOF); 
c. Equivalent Availability Factor (EAF): 
d. Resulting Capacity Factor (%); 
e. Average Net OPerating Heat Rate (ANOHR): 

(13) Projected Unit Financial Data 
a. Book Life (Years): 
b. Total InstaHed Cost (In-service year $ikW); 
c. Direct Construction Cost ($ikW): 
d. AFUDC Amount ($ikW): 
e. Escalation ($ikW); 
f. Fixed O&M ($ikW-yr): 
g. Variable O&M ($!mWh): 
h. K Factor: 

3-11 

PEAKER3 

IS8 
188 

COMBUSTION TIJRBINE 

1212005 

1212006 (EXPECTED) 


NATURAL GAS 
DISTILLATE FUEL OIL 

DRY LOW NO. COMBUSTION (NATIJRAL GAS) 
WATER INJECTION (DISTILLATE FUEL OIL) 

AIR 

UNKNOWN ACRES 

PLANNED 

PLANNED 

PLANNED 

6.9% 
4.7% 

88.7 % 
12.0 % 


10,711 BTUIkWh 


25 
336.94 
298.90 

22.91 
15.13 
2.38 

IUS 
NO CALCULATION 

OV01~2 



PROGRESS ENERGY FLORIDA 

SCHEDULE 9 

STATUS REPORT AND SPECIFICATIONS Of PROPOSED GENERATING f ACILJTIES 


AS OF JANUARY 1.2004 


(I) Plant Name and Unit Number: 

(2) Capacity 
a. Summer: 
h. Wint ... : 

(3) Technology Type: 

(4) Anticipated Construction Timing 
a. Field construction start date: 
h. Commercial in-service date: 

(5) fuel 
a. Primary fuel: 
b. Alternate fuel: 

(6) Air Pollution Control SlnItegy: 

(7) Cooling Method: 

(8) Total Site Area: 

(9) Construction Status: 

(10) Certification Status: 

(II) Status with Fed....l Agencies: 

(12) Projected Unit Performance Data 
•. Planned Outage Factor (POP): 
h. Forced Outage Factor (FOp): 
c. Equivalent Availability Factor (EAF): 
d. Resulting Capacity Factor (%): 
e. Average Net Operating Heat Rate (ANOHR): 

(13) Projected Unit Financial Data 
a. Book Life (Years): 
b. Total Installed Cost (In-service year SIkW): 
c. Direct Construction Cost (SIkW): 
d. AFUDC Amount (SIkW): 
e. Escalation (SIkW): 
f. Fixed O&M (SlkW-yr): 
g. Variable O&M ($/mWh): 

h.KFactor; 
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HINES ENERGY COMPLEX UNIT 114 

461 

517 


COMBINED-CYCLE 

912005 

12/2007 (EXPECTED) 


NATURAL GAS 
DISTILLATE FUEL OIL 

DRY LOW NOx COMBUSTION 
with SELECTIVE CATALYTIC REDUCTION 

COOLING POND 

8.200 ACRES 

PLANNED 

SITE PERMITTED 

SITE PERMITTED 

6.0 % 
3.0 % 

91.2 % 

64.0% 


7.158 BTUIkWh 

25 
474.06 
428.47 

45.59 
0.00 
1.20 
2.78 

NO CALCULATION 

O{l0123 




PROGRESS ENERGY FLORIDA 


SCHBDULE9 

STATUS REPORT AND SPECIFICATIONS OF PROPOSED GENERATING FACILITIES 


AS OF JANUARY 1,2004 


(I) PlantName""d Unit Number: 

(2) Capacity 
a. Summer: 
b. Winter: 

(3) Technology Type: 

(4) Anticipated Construction Timing 
a. FieJd construction start date: 
h. Commercial in-service date: 

(5) Fuel 
a. Primary fuel: 
b. Alternate fuel: 

(6) Air Pollution Control Strategy: 

(7) Cooling Method: 

(8) Total Site Area: 

(9) Construction Status: 

(10) Certification Status: 

(11) status with Federal Agencies: 

(12) Projected Unit Perfartnance Data 
a. Planned Outage Factor (POF): 
b. Forced Outage Factor (FOF): 

c.llquivalent Availability Pactor (EAF): 

d. Resulting Capacity Factor (%): 

.. Average Net Operating He.t Rote (ANOHR): 


(13) Projected Unit Financial Data 
a. Book Life (Yeara): 
b. Total Installed Cost (In-service year SJkW): 
c. Direct Construction Cost ($lkW): 
d. AFUDC Amount ($lkW): 
e. Escalation ($lkW): 
f. Fixed O&M ($lkW-yr): 
g. Variable O&M ($1mWh): 
h. KFactor: 
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HINES ENERGY COMPLEX UNIT #5 

478 

536 


COMBINED-CYCLE 

912007 

1212009 (EXPECTED) 


NATURAL GAS 
DlSTILLA TE FUEL OIL 

DRY LOW NOx COMBUSTION 
with SELECTIVE CATALYTIC REDUCTION 

COOLING POND 

8,200 ACRES 

PLANNED 

SITE PERMITTED 

SITE PERMmED 

6.9% 

6.7% 


86.9% 

50.0 % 


7,124 BTUJkWh 


25 
513.42 
406.80 

53.17 
53.45 

2.95 
2.41 

NO CALCULATION 

000:124 




PROGRESS ENERGY FLORIDA 


SCHEDULE 9 

STATUS REPORT AND SPECIFICATIONS OF PROPOSED GENERATING FACILiTIES 


AS OF JANUARY 1,2004 


(I) Plant Name and Unit Number: 

(2) Capacity 
a. Summer: 
b. Winter: 

(3) Technology Type: 

(4) Anticipated Construction Timing 
a. Field construction start date: 
b. Commercial in-service date: 

(5) Fuel 
a. Primary fuel: 
b. Alternate fuel: 

(6) Air Pollution Control Strategy: 

(7) Cooling Method: 

(8) Total Site Area: 

(9) Construction Status: 

(10) Certification Status: 

(11) Status with Federal Agencies: 

(12) Projected Unit Performance Data 
a. Planned Outage Factor (POF): 
b. Forced Outage Factor (POF): 
c. Equivalent Availability Factor (EAF): 
d. Resulting Capacity Factor (%): 
e. Average Net Operating Heat Rate (ANOHR): 

(13) Projected Unit Financial Data 
a. Book Life (Years): 
b. Total Installed Cost (In-service year SIkW): 
c. Direct Construction Cost (SIkW): 
d. AFUDC Amount (S/kW): 
e. Escalation (S/kW): 
f. Fixed O&M ($/kW-yr): 
g. Variable O&M (S/mWh): 
h. KFactor: 

HINES ENERGY COMPLEX UNIT #6 

478 

536 


COMBINED-CYCLE 

2/2008 
512010 (EXPECTED) 

NATURAL GAS 
DISTILLATE FUEL OIL 

DRY LOW NOx COMBUSTION 
with SELECTIVE CAT AL YTIC REDUCTION 

COOLING POND 

8,200 ACRES 

PLANNED 

SITE PERMITTED 

SITE PERMITTED 

6.9 % 
6.7 % 

86.9 % 
50.0 % 


7,124 BTUIkWh 


25 
526.26 
406.80 

54.50 
64.96 

2.95 
2.41 

NO CALCULA nON 

3-14 O(lO1.25 
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PROGRESS ENERGY FLORIDA 

SCHEDULE 9 

STATUS REPORT AND SPECIFICATIONS OF PROPOSED GENERATING FACILITIES 


AS OF lANUARY I, 2004 


(I) 	 Plant NOIIle and Unit Number: 

(2) 	 Capacity 
a. Summer: 
b. Winter: 

(3) 	 Technology Type: 

(4) 	 Anticipated Construction Timing 
a. Field construction start date: 
b. Commercial in-service dale: 

(5) 	 Fuel 

.. Primary fuel: 

b. Alternate fuel: 

(6) 	 Air Pollution Control Strategy: 

(7) 	 Cooling Method: 

(8) 	 Total Site Area: 

(9) 	 Construction Status: 

(10) 	 Certification Status: 

(II) 	 Status with Federal Agencies: 

(12) 	 P"lI'ected Unit Perfonnance Data 
a. PlaMed Outage Factor (POF): 
b. Foreed Outage Factor (FOF): 
c. Equivaleut Availability Factor (EAF): 
d. Resulting Capacity Factor (%): 
e. Avemge Net Opemting Heat Rate (ANOHR): 

(13) 	 Projected Unit Financial Data 
a. Book Life (Years): 
b. Total Installed Cost (In·service year $lkW): 
c. Direct Construction Cost ($lkW): 
d. AFUDC Amount ($lkW): 
e. Escalation ($lkW): 

i Fixed O&M ($IkW.yr): 

g. Variable O&M ($ImWh): 
h. K Factor: 
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COMBINED-CYCLE 1 

478 

536 


COMBINED-CYCLE 

212010 

512012 (EXPECTED) 


NATURAL GAS 
DISTILLATE FUEL OIL 

DRY LOW NO. COMBUSTION 
wilh SELECTIVE CATALYTIC REDUCTION 

UNKNOWN 

UNKNOWN ACRES 

PLANNED 

PLANNED 

PLANNED 

6.9 % 
6.7 % 

86.9 % 
50.0% 

7,124 BTU/kWh 

25 
552.90 
406.80 

57.26 
88.84 

2.95 
2.41 

NO CALCULATION 

0001.26 




PROGRESS ENERGY FLORIDA 

SCHEDULE 9 

STATUS REPORT AND SPECIFICATIONS OF PROPOSED GENERATING FACILITIES 


AS OF JANUARY I, 2004 


(1) 	 Plant Name and Unit Number: 

(2) 	 Capacity 
a. Summer: 
b. Winler: 

(3) 	 Technology Type: 

(4) 	 Anticipated Construction Timing 
a, Field construction start date: 
b. Commercial in-service date: 

(5) 	 Fuel 
.. Primary fuel: 
b. Alternate filel: 

(6) 	 Air Pollution ConlrOl Strategy: 

(1) 	 Cooling MeIhod: 

(8) 	 Total Site Area: 

(9) 	 Construction SlIIIUII: 

(l0) 	 Certification Status: 

(11) 	 Statas with Fedetal Agencies: 

(12) 	 Projected Unit Performance Data 
a. Planned Outage Factor (POF): 
b. Forced Outage Fact<>r (POF): 
Co Equivalent Availability Factor (EAF): 
d. Resulting Capacity Faet<>r (%): 
e. Average Net Operating Heat Rate (ANOHR); 

(13) 	 Projecled Unit Financial Data 
a. Book Life (Years): 
b. Total Installed Cost (In-service year $lkW): 
c. Direct Construction Cost ($lkW); 
d. AFUDC Amount (M,W): 
e. Escalation ($lkW): 
f. Fixed O&M ($lkW-)IT): 
g. Variable O&M ($lmWh): 
h. K Factor: 

3-16 

COMBINED-CYCLE 2 

478 

536 


COMBINED-CYCLE 

9120\1 

1212013 (EXPECTED) 


NATURAL GAS 
DISTILLATE FUEL OIL 

DRY LOW NOX COMBUSTION 
with SELECTIVE CATALYTIC REDUCTION 

UNKNOWN 

UNKNOWN ACRES 

PLANNED 

PLANNED 

PLANNED 

6.9% 
6.7% 

86.9% 
50.0 % 

7,124 BTUIkWh 

25 
566.72 
406.80 

58.69 
101.23 

2.95 
2.41 

NO CALCULATION 

000.:127 




PROGRESS ENERGY FLORIDA 

SCHEDULBI0 

STATIJS REPORT AND SPECIFICATIONS OF PROPOSED DlRECTLY ASSOClA TED TRANSMISSION LINES 


HINES UNIT 113 

(1) POINT OF ORIGlN AND TERMlNATION: NlA 

(2) NUMBER OF LINES: N/A 

(3) RIGHT-OF-WAY: N/A 

(4) LlNE LENGTH: N/A 

(5) VOLTAGE: N/A 

(6) ANTICIPATED CONSTRUCTION TIMlNG: N/A 

(7) ANTICIPATED CAPITAL INVESTMENT: N/A 

(8) SUBSTATIONS: NlA 

(9) PARTICIPATION WITH OTHER UTILITIES: N/A 

0001.28 
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INTEGRATED RESOURCE PLANNING OVERVIEW 

PEF employs an Integrated Resource Planning (IRP) process to determine the most cost-effective 

mix of supply. and demand-side alternatives that will reliably satisfy our customers' future 

energy needs. PEF's IRP process incOIporates state-of-the-art computer models used to evaluate 

a wide range of future generation alternatives and cost-effective conservation and dispatchable 

demand-side management programs on a consistent and integrated basis. 

An overview of PEF's IRP Process is shown in Figure 3.1. The process begins with the 

development of various forecasts, including demand and energy, fuel prices, and economic 

assumptions. Future supply- and demand-side resource alternatives are identified and extensive cost 

and operating data are collected to enable these to be modeled in detail. These alternatives are 

optimized together to determine the most cost-effective plan for PEF to pursue over the next ten 

years to meet the company's reliability criteria. The resulting ten-year plan, the Integrated Optimal 

Plan, is then tested under different sensitivity scenarios to identify variances, if any, which would 

warrant reconsideration of any of the base plan assumptions. If the plan is judged robust under 

sensitivity analysis and works within the corporate framework, it evolves as the Base Expansion 

Plan. This process is discussed in more detail in the following section titled "The IRP Process", 

The Integrated Resource Plan provides PEF with substantial guidance in assessing and optimizing 

the Company's overall resource mix on both the supply side and the demand side. When a decision 

supporting a significant resource commitment is being developed (e.g. plant construction, power 

purchase, DSM program implementation), the Company will move fOlWard with directional 

guidance from the IRP and delve much further into the specific levels ofexamination required. This 

more detailed assessment will typically address very specific technical requirements and cost 

estimates, detailed corporate financial considerations, and the most current dynamics of the business 

and regulatory environments. 

000129 
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Best Supply-Side 

Resources 


FIGURE 3.1 


IRP Process Overview 


Forecasts and Assumptions 

Supply-Side Screening 

STRA TEGISTIPROVIEW 


Base Optimal Supply-Side Plan 

Demand-Side Screening 

STRA TEGlSTIDCE 


Demand-Side 


Portfolios 


Resource Integration 

STRA TEGISTIPROVIEW 


Integrated Optimal Plan 


Sensitivity 

Analysis 


Base Expansion Plan 
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THE IRP PROCESS 

Forecasts and Assumptions 

The evaluation of possible supply- and demand-side alternatives, and development of the optimal 

plan, is an integral part of the lRP process. These steps together comprise the integration process 

that begins with the development of forecasts and collection of input data. Base forecasts that 

reflect PEF's view of the most likely future scenarios are developed, along with high and low 

forecasts that reflect alternative future scenarios. Computer models used in the process are brought 

up-to-date to reflect this data, along with the latest operating parameters and maintenance schedules 

for PEF's existing generating units. This establishes a consistent starting point for all further 

analysis. 

Reliability Criteria 

Utilities require a margin of generating capacity above the fmu demands oftheir customers in order 

to provide reliable service. Periodic scheduled outages are required to perfonn maintenance and 

inspections ofgenerating plant equipment and to refuel nuclear plants. At any given time during the 

year, some capacity may be out of service due to unanticipated equipment failures resulting in 

forced outages of generation units. Adequate reserve capacity must be available to accommodate 

these outages and to compensate for higher than projected peak demand due to forecast uncertainty 

and abnormal weather. In addition, some capacity must be available for operating reserves to 

maintain the balance between supply and demand on a moment-to-moment basis. 

PEF plans its resources in a roanoer consistent with utility industry planning practices, and employs 

both deterministic and probabilistic reliability criteria in the resource planning process. A Reserve 

Margin criterion is used as a deterministic measure of PEF's ability to meet its forecasted seasonal 

peak load with flfIll capacity. The FPSC approved a joint proposal from the investor-owned utilities 

in peninsular Florida to increase the minimum planning Reserve Margin level to 20 percent by the 

swnmer of 2004 (Docket No. 98l890-EU, Order No. PSC-99-2S07-S-EU). PEF thus plans its 

resources to satisfY the 20 percent minimum Reserve Margin criterion. 

Loss of Load Probability (LOLP) is a probabilistic criterion that measures the probability that a 

company will be unable to meet its load throughout the year. While Reserve Margin only considers 
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the peak load and amount of installed resources, LOLP also takes into account generating unit sizes, 

capacity mix, maintenance scheduling, unit availabilities, and capacity assistance available from 

other utilities. A standard probabilistic reliability threshold commonly used in the electric utility 

industry, and the criterion employed by PEF, is a maximum of one day in ten years loss of load 

probability. 

PEF has based its resource planning on the use of dual reliability criteria since the early 19908, a 

practice that has been aecepted by the FPSC. PEF's resource portfolio is designed to satisfy the 

minimum 20"10 Reserve Margin requirement and probabilistic analyses are conducted to ensure that 

the one day in ten years LOLP criterion is also satisfied. By using both the Reserve Margin and 

LOLP planning criteria, PEF's resource portfolio is designed to have sufficient capacity available to 

meet customer peak demand, and to provide reliable generation service under all expected load 

conditions. 

Supply-Side Screening 

Potential supply-side resources are screened to determine those that are the most cost-effective. Data 

used fbr the screening analysis is compiled from various industry sources and PEF's experiences. 

The wide range of resource options is pre-screened to set aside those that do not warrant a detailed 

cost-effectiveness analysis. Typical screening criteria are costs, fuel source, technology maturity, 

environmental parameters, and overall resource feasibility. 

Economic evaluation of generation alternatives is performed using the PROVIEW module of the 

STRATEGIST optimization program. The optimization program evaluates revenue requirements 

for specific resource plans generated from multiple combinations of future resource additions that 

mcet system reliability criteria and other system constraints. All resource plans are then ranked by 

system revenue requirements. The optimization run produces the optimal supply-side resource plan, 

which is considered the "Base Optimal Supply-Side Plan." 

Demand-Sit/e Screening 

Like supply-side resources, data for large numbers of potential demand-side resources is also 

collected. These resources are pre-screened to eliminate those alternatives that are still io research 
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and development, addressed by other regulations (building code), or not applicable to PEF's 

customers. The demand-side screening module of STRATEGIST, DCE (formerly known as 

DSVIEW), is updated with cost data and load impact parameters for each potential DSM measure to 

be evaluated. 

The Base Optimal Supply-Side Plan is used to establish avoidable unils for screening future 

demand-side resources. Each future demand-side alternative is individually tested in this plan over 

the ten-year planning horizon to determine the benefit or detriment that the addition of this demand

side resource provides to the overall system. DCE calculates the benefits and coSls for each 

demand-side measure evaluated and reports the appropriate ratios for the Rate Impact Measure 

(RIM), the Total Resource Cost Test (TRC), and the Participant Test. Demand-side programs that 

pass the RIM test are then bundled together to create demand-side portfolios. These portfolios 

contain the appropriate DSM options and make the optimization solvable with the STRATEGIST 

model. 

Resource Integration and the Integrated Optimal Pfiln 

The cost-effective generation alternatives and the demand-side portfolios developed in the screening 

process can then be opti.mized together to fonnulate an Integrated Optimal Plan. The optimization 

program considers all possible future combinations of supply- and demand-side alternatives that 

meet the company's reliability criteria in each year of the ten-year study period and reports those 

that provide both flexibility and low revenue reqlliremenls for PEFs ratepayers. 

Developing the Base Expansion Pfiln 

The plans that provide the lowest revenue requirements are then further tested nsing sensitivity 

analysis. The economics of the plan are evaluated under high and low forecast scenarios for load, 

fuel, and fiuancial assumptions to ensure that the plan does not unduly burden the company or the 

ratepayers if the foture unfolds in a manner significantly different from the base forecasts. From the 

sensitivity assessment, the ten-year plan that is identified as achieving the best balance offlexibility 

and cost is then reviewed within the corporate framework to detennine how the plan potentially 

impacts or is impacted by many other factors. If the plan is judged robust under this review, it 

evolves as the Base Expansion Plan. 
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KEY CORPORATE FORECASTS 

Fuel Forecast 

Base Fuel Case: The base case fuel price forecast was developed using short-term and long-term 

market price projections from industry-recognized sources. Coal prices are expected to be relatively 

stable month to month; however, oil and natural gas prices are expected to be more volatile on a 

day-to-day and month-to-month basis. 

In the short term, the base cost for coal is based on the existing contractual structure between 

Progress Fuels Corporation (PFC) and Progress Energy Florida and both contract and spot market 

coal and transportation arrangements between PFC and its various suppliers. For the longer term, 

the costs are based on market forecasts reflective ofexpected market conditions. Oil and natural gas 

prices are estimated based on current and expected contracts and spot purchase arrangements as 

well as near-term and long-term market furecasts. Oil and natural gas commodity prices are driven 

primarily by open market forces of supply and demand. Natural gas firm transportation cost is 

determined primarily by pipeline tariff rates and tends to change less frequently than commodity 

prices. 

Financial Forecast 

The key financial assumptions used in PEP's most recent planning studies were 48% debt and 52% 

equity PEP capital structure, projected debt cost of 6.5%, and an equity return of 12.0"A>. These 

assumptions resulted in a weighted average cost ofcapital of 9.36% and an after-tax discount rate of 

8.16%. In recent planning work, PEF did not test the sensitivity ofthe base resource plan to varying 

financial assumptions. This is due to the fact that the most economical options are combined-cycle 

(CC) and combustion turbine (CT) gas-fired units with relatively short construction lead times and 

low capital costs. These options have lower capital costs than alternatives; therefore, higher 

financial assumptions would not be expected to alter the results in any significant way. 

Lower cost of capital escalation rates would favor options with longer construction lead times and 

higher capital costs. However, PEF does not expect escalation rates to go much lower than the 

current base case furecast. Consequently, PEF does not believe that financial assumption sensitivity 

cases are needed. 

0{)O1.34 
3-23 

http:0{)O1.34


CURRENT PLANNING RESULTS 

TYSP SllpplySide Resources 

In this TYSP, PEF's supply-side resources include the projected combined-cycle expansion of 

the Hines Energy Complex (HEC) with Units 3 through 5 forecasted to be in-service by 

December 2005, 2001, and 2009, and Unit 6 to be in-service by May 2010. The new units at 

Hines are state-of-the-art combined-cycle units similar to HEC Unit 2. As new advancements in 

combined-cycle technologies mature, PEF will continue to examine the merits of these new 

alternatives to ensure the lowest possible expansion costs. The TYSP also includes three 

combustion turbine units planned in-service December 2006 and two generic combined-cycle 

units with planned in-service dates of May 2012 and December 2013. PEF had previously 

projected the next peaking addition to be installed at the Intercession City site. However, the 

Company is currently conducting more detailed auslyses of other existing generation sites 

including Anclote and DeBary, and has not finalized its decision on the preferred site(s) for these 

combustion turbine additions. 

Plan Sensitivities 

Sensitivities to load and fuel forecasts were auslyzed against the base plan. The base plan of 

constructing combined-cycle and combustion turbine units on gas was determined to be robust 

with respect to changes in the load and fuel forecasts. The low load forecast sensitivity required 

less combined-cycle and combustion turbine generation; the high load forecast indicated that 

additional combined-cycle and combustion turbine units would potentially be required. 

The high and low fuel forecast sensitivity results did not suggest any significant reconsideration 

of the base plan. The higher fuel prices resulted in an improvement in the economics of 

pulverized coal, particularly beyond the lO-year planning horizon. The additional sensitivity, 

which assumes the current differential price of oil and gas to coal remains constant over time, did 

not demonstrate any sigoificant change in the relative economics of alternatives when compared 

to the base plan. This current differential in oil and gas to coal prices, however, includes recent 

spikes in natural gas prices that historically have been of a short-tenn nature and, thus, are not 

expected to continue over the planning horizon. PEF will continue to monitor these fuel price 

relationships and watch for any signs ofa long-term structural change. 
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Request/or Proposals 

In accordance with Rule 25-22.082 (F.A.C.), PEF issued a request for proposals (RFP) on 

October 7, 2003 to solicit competitive proposals for supply-side alternatives to its next planned 

combined-cycle unit, a fourth gas-fired combined-cycle unit at Hines Energy Complex. 

Proposals have been received and are currently being evaluated. 

TRANSMISSION PLANNING 

PEF's transmission planning assessment practices are developed to test the ability ofthe plauned 

system to meet the reliability criteria as outlined in the FERC Form 715 filing. This involves the 

use of load flow and transient stability programs to model various contingency situations that 

may occur, and detennining if the system response meets the reliability criteria. In general, this 

involves running simulations for the loss of any single line, generator, or transformer. PEF 

uormally runs this analysis for system load levels from minimum to peak for all possible 

contingencies, and for both summer and winter. Additional studies are performed to determine 

the system response to credible, less probable criteria, to assure the system meets PEF and 

Florida Reliability Coordinating Council, Inc. (FRCC) criteria. These studies include the loss of 

mUltiple generators or lines, and combinations of each, and some load lnss is permissible under 

these more severe disturbances. These credible, less probable scenarios are also evaluated at 

various load levels, since some of the more severe situations occur at average or minimum load 

conditions. In particular, critical fault clearing times are typically the shortest (most severe) at 

minimum load conditions, with just a few large base load units supplying the system needs. 

As noted in the PEF reliability criteria, some remedial actions are allowed to reduce system 

loadings, in particular, sectionalizing is allowed to reduce loading on lower voltage lines for bulk 

system contingencies, but the risk to load on the sectionalized system must be reasonable (it 

would not be considered prudent to operate for long periods with a sectionalized system). In 

addition, the number of remedial action steps and the overall complexity of the scheme are 

evaluated to determine overall acceptability. 
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Presently, PEF uses the following reference documents to calculate Available Transfer 

Capability (ATC) for required transmission path postings on the Florida Open Access Same

Time Infonnation System (OASIS): 

• FRCC: FRCC ATC Calculation and Coordination Procedures, November 4, 2003, which 

is posted on the FRCC website: ()rttp:llwww.frcc.comldownloads{frccatc.pdD 

• NERC: Transmission Transfer Capability, May 1, 1995 

• NERC: Available Transfer Capability - Defmitions and Determination, July 30, 1996 

PEF uses the FRCC Capacity Benefit Margin (CBM) methodology to assess its CBM needs. 

This methodology is: 

"FRCC Transmission Providers make an assessment of the CBM needed on their respective 

systems by using either deterministic or probabilistic generation reliability analysis. The 

appropriate amount of transmission interface capability is then reserved for CBM on a per 

interface basis. taking into account the amount of generation available on other interconnected 

systems, the respective load peaking diversities of those systems, and Transmission Reliability 

Margin (TRM). Operating reserves may be included if appropriate in TRM and subsequently 

subtracted from the CBM ifneeded." 

PEF currently has zero CBM reserved on each of its interfaces (posted paths). PEF's CBM on 

each path is currently established through the transmission provider functions within PEF using 

deterministic and probabilistic generation reliability analysis. 

Currently, PEF proposes no bulk transmission additions that must be certified under the Florida 

Transmission Line Siting Act (TLSA). PEF's proposed bulk transmission line additions are shown 

below: 
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TABLE 3.3 

PROGRESS ENERGY FLORIDA 


LIST OF PROPOSED BULK TRANSMISSION LINE ADDmONS 


2004-2013 

~. 

I 	 I LINE I I
MVA LENGTH COMMERCIAL: NOMINAL 


RATlNO I LINE (CKT.- ,IN-SERVICE DATE IVOLTAGE
!WINTER OWNERSHIP TERMINALS 	 MILES) (MO.IYBAR) (kV) 
I 	 ! 

1141 PEFiFPL VANDOLAH WHIDDEN 14 . 1012004 I 230i 
,I 

, 

1I41 PEF LAlCEBRYAN WINDERMERE #1 i 10· 1012006 230
I 
I 

1141 PEf LAKE BRYAN WINDERMERE 112 10 1012006 230 
! , 	 I 

: 	 !1141 PEF HINES ENERGY WESTLAKE 21 S12007 230 
COMPLEX WALES #1, I , 

I 

1141 PEr INTERCESSION CITY GIFFORD 10 412006 230
i 
! 	 :1141 PEr HINES ENERGY WESTLAKE 21 S 12009 230 

! COMPLEX WALESi/2 
, I i 

1141 	
! 

PEf INTERCESSION CITY WESTLAKE 30· 612010 230 
! 

! 

WALES #1 
! 

!1141 PEF INTERCESSION CITY I WESTLAKE 30 612010 230 , 
i ! WALES 112 i 

• Rebuild existing circuit 
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CHAPTER 4 


ENVIRONMENTAL AND LAND USE INFORMATION 


PREFERRED SITES 

PEF's base expansion plan proposes new combined-cycle generation at the Hines Energy 

Complex (HEC) site in Polk County. New proposed peaking simple-cycle combustion turbine 

generation site options include Intercession City (Osceola County), Anclote (Pasco County), and 

DeBary (Volusia County). Wbile the Intercession City, AncIote, and DeBary sites are suitable 

for new peaking generation, PEF continues to evaluate other available sites for future supply 

alternatives. 

The next proposed combined-cycle unit at the HEC site is scheduled for commercial operation in 

December 2005. The next proposed peaking simple-cycle unit is scheduled for commercial 

operation in December 2006. The HEC, Intercession City, Anclote, and DeBary sites meet all of 

PEF's siting requirements for capacity throughout the planning horizon. PEF's existing sites, as 

identified in Table 3.1 of Chapter 3, include the capability to further develop generation. All 

appropriate permitting requirements will be addressed for PEF's preferred sites as discussed in 

the following site descriptions. The base expansion plan does not include any potential new sites 

for generating additions. Therefore, detailed environmental or land use data are not included. 
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BINES ENERGY COMPLEX SITE 

In 1990, PEF completed a statewide search for a new 3,000 MW coal capable power plant site. As 

II resnlt of this work, a large tract of mined-out phosphate land in south central Polk County was 

selected as the primaJY alternative. This 8,200·acre site is located south of the City of Bartow, near 

the cities ofFort Meade and Homeland, south of S.R. 640 and west ofU.S. 17198 (reference Figure 

4.1). It is an area that has been extensively mined and remains predominantly unreclaimed. 

The Governor and cabinet approved site certification for ultimate site development and construction 

of the first 470 MW increment on January 25, 1994, in accordance with the rules of the Power Plant 

Siting Act Due to the thorough screening during the selection process, and the disturbed nature of 

the site, there were no major environmental limitations. As would be the situation at any location in 

the state, air emissions and water consumption were significant issues during the licensing process. 

The site's initial preparation involved moving over 10 million cubic yards of soil and draining 4 

billion gallons of water. Construction of the energy complex will recycle the land for a beneficial 

use and promote habitat restoration. 

The Hines Energy Complex is visited by several species of wildlife, including alligators, bobcats, 

turtles, and over 50 species of birds. The Hines site also contains a wildlife corridor, which creates 

a continuous connection between the Peace River and the Alafia River. 

PEF arranged for the City of Bartow to provide treated effluent for cooling pond maire-up. The 

complex's cooling pond initially covered 722 acres with an eventual expansion to 2,500 acres. 

The Hines Energy Complex is designed and permitted to be a zero discharge site. This means that 

there will be no discharges to surface waters either from the power plant facilities or from storm 

water runoff. Based on this design, storm water runoff from the site can be used as cooling pond 

make-up, minimizing groundwater withdrawals. 

The Florida Department of Environmental Protection air rules currently list all of Polk County as 

attainment forarnbient air quality standards. The environmental impact on the site will be 
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minimized by PEF's close coordination with regulatory agencies to ensure compliance with all 

applicable environmental regulations. 

All future generation units are added, the remaining network of on-site clay settling ponds will be 

converted to cooling ponds and combustion waste storage areas to support power plant operations. 

Given the disturbed nature of the property, considerable development has been required in order to 

make it usable fur electric utility application. An indus1ria1 rail network and an adequate road 

system service the site. 

The fust combined-cycle unit at this site, with a capacity of482 MW summer and 529 MW winter, 

began commercial operation in April 1999. The transmission improvements associated with this 

fust unit were the rebuilding of the 230/115 kV double circuit Barcola to Ft. Meade line by 

increasing the conductor sizes and converting the line to double circuit 230 kV operation. 

The second combined-cycle unit at this site entered commercial operation in December 2003 with 

seasonal capacity ratings of516 MW summer and 582 MW winter. Tbe transmission improvement 

associated with the second combined-cycle unit at this site involved the addition of a 230 kV circuit 

from the Hines Energy Complex to Barcola. 

The thir~ HEC combined-cycle unit is planned for commercial operation in December 2005 with 

seasonal capacity ratings of 516 MW summer and 582 MW winter, and requires no transmission 

upgrades. 
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FIGURE 4.1 


Hines Energy Complex Site (Polk County) 
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INTERCESSION CITY SITE 

Intercession City was chosen as a potential site for installation of peaking combustion turbine units. 

The seasonal ratings for each proposed peaking combustion turbine unit are projected to be 158 

MW summer and 188 MW winter. 

The Intercession City site (Figure 4.2) consists of 162 acres in Osceola County, two miles west of 

Intercession City. The site is immediately west of Reedy Creek and the adjacent Reedy Creek 

Swamp. The site is adjacent to a secondary effluent pipeline from a municipal wastewater treatment 

plant, an oil pipeline, and natural gss from the Florida Gas Transmission (FGT) and Gulfstream 

pipelines. 

The Florida Department ofEnvironmental Protection air rules currently list all ofOsceola County as 

attalnment for ambient air quality standards. The environmental impact on the site will be 

m.inirnized by PEP's close coordination with regulatory agencies to ensure compliance with all 

applicable environmental regulations. 

Transmission modifications will be required to accommodate the additional combustion turbine 

peaking units identified in this expansion plan. 
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FIGURE 4.1 

Intercession City Site (Osceola County) 
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ANCLOTE SITE 

Anclote was chosen as a potential site for installation of peaking combustion turbine units. The 

seasonal ratings for each proposed peaking combustion turbine unit are projected to be 158 MW 

summer and 188 MW winter. 

The Anclote site (Figure 4.3) consists of approximately 400 acres in Pasco County. The site is 

located in Holiday Florida at the mouth of the Andote River. The site receives make-up water from 

the city ofTarpon Springs. fuel oil through a pipeline from the Bartow plant, and natural gas from 

the Florida Gas Transmission (FGT) Pipeline. 

The Florida Department of Environmental Protection air rules currently list all of Pasco County as 

attainment for ambient air quality standards. The environmental impact on the site will be 

minimized by PEFs close coordination with regulatory agencies to ensure compliance with all 

applicable environmental regulations. 

Transmission modifications will be required to accommodate the additional combustion torbine 

peaking units identified in this expansion plan. 
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FIGURE 4.3 


Anclote Site (pasco County) 
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DEBARY SITE 

DeBary was chosen as a potential site for installation of peaking combustion turbine units. The 

seasonal ratings for each proposed peaking combustion turbine unit are projected to be 158 MW 

summer and 188 MW winter. 

The DeBary site (Figure 4.4) consists of 2,210 acres in Volusia County, immediately west of the 

town of DeBary. The site is bordered on the west by the St Johns River and on the north by Blue 

Springs State Park. 

The Florida Department of Environmental Protection air rules currently list all of Volusia County as 

attainment for ambient air quality standards. The environmental impact on the site will be 

minimized by PEFs close coordination with regulatory agencies to ensure compliance with all 

applicable environmental regulations. 

Transmission modifications will be required to accommodate the additional combustion turbine 

peaking units identified in this expansion plan. 

000150 
4-9 

/ 




122. Plense provide Ihe 10lal nalural gas requirements fbr Ilines 4 on an annllal basis, and 
seasonal requirements in MMBlu/day lbr each year oClhe proposed contracls. I'lease provide all 
assumptions used concerning gas usage at Hines 4, including Ihe heal rale, capacity faclor. and 
unil availability. 

Answer: 

Summary of Natural Gas consumption 
at Hines. 
FPC GFF-AUG-2004 
I	Year Hines 4 - Annual Dths 


2007 883,740 

2008 18,860,390 

2009 19,947,200 

2010 21,503,460 

2011 22,508,970 

2012 22,457,160 

2013 22,693,560 

2014 23,344,330 

2015 22,624,800 

2016 20,960,640 

2017 21,542,230 

2018 20,650,800 

2019 20,7Q4,420 

2020 20,298,060 

2021 19,696,150 

2022 19,856,040 

2023 20,822,040 


Please also refer 10 Allaehmcnl H. 

Below arc Ihc assumptions Ihat accompany Ihe !-lines 4 gas usage forecasted: 


• 	 Ileal Rale: The average annual heat rale model OUlput from 2008 through 2024 ranges 

from 7157 to 7251 kwh/btu, with an overall average heat rate 01'7207 kwh/btu from 

1212007 through 2024 inclusively, 


• 	 Capacity Factor: The annual capacily lactor model output from 2008 through 2024 ranges 

from 61 \0 81, with an overall average capacity lilctor of 72.4 lrom 1212007 through 2024 

inclusively, 


• 	 Unit Availability: The 1l10ddcd lbrced oUlage rate for Hines 4 is 3%. A planned 

muinlcnancc nlte of22 days/year is also modeled. 
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113. What would be the estimated cost or delaying the in-service date ofllines 4 one year 
using existing capacity and short-term purchased power contracts'! Would PEP be penalized for 
delaying thc in-service date onlincs 4 under thc provisions orits construction contracts? 

Answer: 

The cost of future purchased powcr contracts is dillicult to estimate because it will depend on the 
amount and type of capacity available on the market at the lime the power is purchased. and 
upon the umount of powcr actually purchased. For example. while I·!ines 4 is needed to maintain 
a minimum reserve margin of20%. ifit is delaycd. it may only be necessary to replace part of 
thc total capacity through a power purchase. whieh can be tailored to mOre closely achicve the 
20% target. Purchases from a combined cycle SOUrce would mOre closely resemble the costs of 
I lines 4, including rueI and O&M costs. while purchases from a peaking sourcc might show 
lower capacity costs and higher fuel co.ts. The chamcteristics of the powcr purchase would also 
inl1uencc system fuel costs to replace the I lines 4 energy. Based on this mngc of uncertainty. 
this question cannol be answcred without specifying the relevant assumptions. 

Regarding the construction contracts. the EPC contract provides timc extensions for owner 
caused delays. The tcrms of the contract were intcnded to cover delays of a lew days to a few 
weeks, nut a year. Delaying the completion date of the pmjcct hy a year may require the 
renegotiation of smnc terms of the [iPC contract to change the date. II is 110t possible to know 
thc outcome of the negotiation since it will occur at a time when the contracting environment has 
changed from the origimllnegotiation. 

The additional cost of construction for a one ycar delay in completion date would pos.ibly fall 
into the following categories: 

• AFUDC 
• Storagc costs for delivered equipment 
• Renegotiated equipment contracts to extend warranties 
• Cost resulting from changing the EI'C contract 
• Legal cost of modifying agreements 
• E.calation of labor and material prices 

As developed ahove, it is not possible for PEl' to accurately estimate the impact of delaying the 
in-service date of I·lines PB 4. 
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124. What arc I'EF's contingency plans to fuel Hines 4 in case of II gas supply disruption after 
the contraci slart date'? 

Answer: 

PEl' would allcmpl 10 purchase gas from olhcr suppliers 10 fill its existing linn transportation 
ca[lllcily to scrve I lines 4 and/or purchase delivered gas 10 Hines. In addition. the combustion 
turbines to be installed on I lines 4 arc dual fuel units which will run 011 nutural gas and No.2, 
low sulfllr fuel oil. PEF is constructing II new one million gallon ruel <);1 storage tank as a part of 
the llines 4 project. The fuel oil system lor Hincs 4 will be interconnected with the existing fuel 
oil system at the site. This will provide storage of approximately lour and a half million gallons 
of usable oil lor the Ihur power blocks. In addition, please see olher options as described in 
responses to Interrogatories Nos. 42. 124. 129, and 130. 
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125. Docs the proposed gas supply contract allow for PEF to resell the gas to another entity ir 
not needed lor its own system? Ifso, how docs PEl' propose to handle any revenUes from these 
sales? 

Answer: 

The contract docs not preclude PEF to resell gas to another entity if not needed f'Or its own 
system. Consequently. if PEF docs not need the gas for its own system. PEF would resell the gas 
to another entity and credit the Fuel Expense Account 5473000 with the revenUe generated from 
the sale. 
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128. Ilow did PEl' evaluate the responses tll its August 22, 2003 Rl'l'? How was this 
inlllfll1ution utilized in developing the 2004 RFP's and in lonllulating the strategy lor natural gas 
supply and transportation lor I lines 4? 

Answer: 

The August 22, 2003 ({FI' was non-binding and the purpose was to gather market intelligence lor 
I.NG supplies lor Hines 4. The conclusions described in response to Interrogatory No. 88 aided 
PEl' in its ability to properly structure the binding RFI', which was distributed in April 2004 to 
com pure costs associated with til\) Cypress project and the Bahamas projects. 

._-------
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129. Please refer to page 6. lines 6 through 16 of Samuel Waters' testimony. Would the 
interconnection of the Cypress pipeline to the FGT infrastructure allow lor transportation of 
naturul gas to be provided to Hines 4 from Southern Natural through other suppliers if the LNG 
supply lit Elba Island is not available. or irtbe quality orthc LNG docs not meet the standards 
required by tbe contract'? 

Answer: 

Yes. As'I Firm Shipper on Southern Natural Gas Company by virtue ofI'E!", 
participation in the Cyprcss pipelinc project, I'EF will have access to alternatc sources of 
supply on Southern Natural Gas Company when Elba Island is not available but at a 
reduced tnmsportation priority level. 
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130. How willl'EF meet its capacity needs andlor its fuel supply needs if the Cypress or FGT 
expansion schedules arc not met? 

Answer: 

Regarding meeting capacity needs. PEl' would evaluate alternatives and operate its system in the 
Illost economic manner. The most economic alternative Illight be short-term purcha$cs or 
seasonal pun;hascs of linn capacity. Another alternative might be to usc backup tllels at dual 
fuel units. including llines 4. The capability for dual fuel operation is maintained. to ensure 
reliability through loss of fuel supply situations. by enabling full unit capability !lIthe timc of 
system peak. This lalter alternative might be combined with non-firm energy purchases to 
ensure both reliability and economic system operation. The choice of operating mode would 
depend on the length orthe expected unavailability ofthc incremental gas supply. Fuel supply 
needs would be an important consideration from an overall strategy to meet system needs in the 
eycnt ora delay in (he Cypress or FGT expansions. In addition. pleasc sce other options 
described in responses (0 Interrogatories, 42. 124 and 129. 
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131. Why did PEr' negotiate a start datc for the BO/Cypress/FOT contracts of May I. 2007. 
givcn the expected D~ccmber 2007 in-service date of Hines 4? Please explain the fuc\ supply 
nced lor the May through December period. Ilow docs PEF plan to use any natural gas which is 
not needed for I lines 4 from the contracts during this time period" 

Answer: 

Please rclcr to Pamela R. Murphy's testimony on Page 6. lines 6 through 11. During the 
period prior to the in-service date of I lines 4. PEF will utilize the fuel supply at other 
existing PEF plants and lor testing orthc Hines 4 facility that is expected to occur during 
a Ibur to six month time period prior to the in-service date. Additionally. because PEl' 
has not purchased all ofits natural gas requirements for the summer 01'2007, this gas can 
be substituted in its place. 
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138. Page 5. lines 4 through 9. of Bruce Hughes' testimony states that Southern Natural's new 
pipclil1~ will be installed adjacent 10 an existing power line right-ol~way. Please identify the 
utility(ies) that operates in this right-or'WllY and discuss thc status or any agreements which must 
be reached wilh this utility regarding installatiun of thc new pipeline. 

Answer: 

PEl' is informed that Southern Natural's plans arc to install the pipeline adjacent to thc 
existing power line easement Southern Natural plans to acquire a lilly-foot casement 
immediately adjacent to the power line casement for most of the route: Deviations from 
the power line corridor will be required in some limited arcas where obstructions are 
present. To minimize environmental and landowner impacts. Southern Natural plans to 
utilize a portion oflhe existing power line casement during construction for temporary 
work space. Southern Natural has contacted Savannah Electric and Georgia I'ower about 
these plans. Southern Natural will also contact Florida Power and Light and Jacksonville 
Electric Authority. Southern Natural expects to reach an amicable agreement with each 
of these utilities to minimize the impact of the project At recent Open Houses and FERC 
Seoping Meeting. landowners strongly encouraged Southern Natural to consider where 
feasible co-Ioe.ttion with the power lines in the existing casements. These options arc 
being evaluated internally and will be considered. 
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139. Pleasc discuss any provisions of the gas supply contract which provide protection for 
PEl' i rgas cannot be supplicd at the required quality levels. What are PEF's contingency plans 
to fucll·lincs 4 if periods occur when the reqllired gas quality level is not achieved? 

Answer: 

Gas quality of LNG delivered to the Elba Island Regasification Terminal must mect the 
gas quality specification contained [nthc Southern LNG Inc. FERC Tariff which is 
further prescribed in Section 3 "Quality" of the General Terms and Conditions. 
Subsc{lllcntly. gas delivered 10 Southern Natural (Jus Company fr0111 Southern LNG Inc .. 
must meetthc gliS quaHty spccilications contained in Southern Natural's FERC Tarill' 
which is further prescribed in Section 3 "Quality" of the General Ternls and Conditions. 
Section 5 of the BG LNG contract provides that SG shall mccllhc requircments ofthe 
Receiving Transportcr's (meaning Southern Natural) pipeline speeitications lor pipeline 
quality gas. 

-Sections 8.4 and 13 ar~ the provisions of the SG LNG supply contract which provides 
protection for PEF if gas cannot be supplied at the required quality levels. 

PEF's cOl]\ingcncy plill1s to lilel Hines 4 if periods occur when the rC{luircd gas quality 
level is not achieved, please reler to responses in Interrogatories 42, 124, 129 and 130. 
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142. SectionS orthe proposed contract with BG LNG Services includes a provision that "All 
gas ..... shalll11eetthc requir~mcnts .... lor pipeline quality gas." Industry sources indicate that 
significant differences exist betwecn the domcstic natural gas supply compared to LNG obtained 
from various source worldwidc. Specilieally, variance in the Wobbe number, dew point curvc. 
and other paramcters must be controlled and limited in some way. Please describe the methods 
and technologies that arc presently used althe Elba Island facility to manage the parameters as 
necessary to insure an acceptable product. Please describe any future upgrades planned. or 
plunncd udditions to the processes currently employed, atthc Elba Island facility in order to 
maintain quality as volume increases and LNG becomes a larger part orthe total gas supply. 

Answer: 

All LNG deliveries at Elba Island musl comply with the Gas Quality Spceilicutions lor 
bolh Southern LNG Inc., and Southern Natural Gas Company. Atlcmpts by the Southern 
LNG andlor Southern Natural Gas Company or other parties to modify the existing Gas 
Quality spccilications contained in each of the Southern tarills will bc met with direct 
opposition by PEr to the extcntthut such changes or modilications would adversely 
!lITeet the operation of PEF's gas-fired generation lacilities. Both PEl' and Southern 
Natuml arc intervenors in both PERC proceedings (Docket No. PL04·3 and RP04-249) 
addressing Gas Quality and Interchangeability issues. 

All LNG dcliveries to the Southern LNG Inc.'s Elba Island Terminal must meet the Gas 
Quality specifications contained in their currcntly cffective FERC Tariff. The currently 
effective FERe TarilT ror Southern LNG Inc .. docs not address the Wobbe Indcx. or dew 
point eurve but docs manage the parameters by placing limitations on the gross heating 
value. up to 1075 BTUlscl~ and other quality specilications. In addition, it provides that 
LNG received shall be merchantable in order to pennit dclivery into downstream 
tacilities. As a result, gas coming rrom Elba Island Tcrminal meets the gas quality 
specifications necessary to run PEF's gas-tired generation facilities. 

The FERC has conditioned Southern LNG's right to waive these specifications on 
Southern LNG's being able to blend combustible and inert gases to achieve an acceptable 
product andlor being able to demonstmte through an interchangeability study 
that different LNGs urc nonetheless acceptable. Southern LNG has also conducted 
numerous studies and held extensive discllssions with enduscrs. including genCl""dtors of 
electricity. to determine whether the tarifTspeeilicalions can be improved by the adoption 
of Wobbe number and other parameters and whether facilities such as nitrogen injection 
can help maintain quality while increasing supplics of gas at competitive prices. Those 
crtorts continue but would not result in any tariff change or facility 
upgrades without support of customers and acceptance by PERC. 
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145. On a lotal delivered price. what is the relative % orlotal COSI between commodily and 
lransportation for 1'131"$ existing natural gas contracts? Please provide the same percentages lor 
the proposed contracts. 

Answer: 

For 2005, the lotal existing gas cost lor PEl' is approximately 89"10 commodity cost and 
approximately II % fixed transportation cost. For 200S, the total estimated gas eost lor 
PEl' lor the proposed contracts is approximately 86% commodity cost and approximately 
14% fixed transportation cost. 
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147. 	 For the proposed LNG contract, please provide the volume (mmbtu) that is a 
minimum or must take and the volume that is discretionary lor each year orlhe 
contract tenn. 

Answer: 

Please see the must take volumes in Interrogatory No. 146. There arc no discretionary 
volumes lor ea(:h year of the contract term. 
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Interrogatories 

148. Please explain in detail, how PEF will be compensated by BG LNG Services in 
the event that BG fails to deliver the contracted quantities of gas in those instances when 
force majeure cannot be invoked. 

Answer: Section 13 of the Gas Sales and Purchase Contract provides: 

"Except as set forth in Section J1.1 (xii) above, if Seller fails to deliver or Buyer fails to 
receive Gas during a particular Day and such is not excused pursuant to Section 12 of this 
Contract, the sole and exclusive remedy of the perfonning Party shall be recovery of the 
following: 

(i) in the event ofa breach by Seller to deliver Gas during such Day, payment by 
Seller to Buyer in an amount equal to (A) the positive difference, if any, between the 
purchase price paid by Buyer utilizing the Cover Standard minus the Contract Price 
applicable to such Day, adjusted for commercially reasonable differences in 
transportation costs to or from the Delivery Point(s), multiplied by (B) the difference 
between the Contract Quantity applicable to such Day and the quantity actually 
delivered by Sellcr during such Day; or 

(ij) in the event that Buyer has used commercially reasonable efforts to replace the 
Gas or Seller has used commercially reasonable efforts to sell the Gas to a third party, 
and no such replacement or sale is available, payment to the performing Party in the 
amount equal to (A) any unfavorable difference between the Contract Price 
applicable to such Day and the Spot Price applicable to such Day, multiplied by (B) 
the difference between the Contract Quantity applicable to such Day and the quantity 
actually delivered by Seller and received by Buyer during such Day." 

Definitions: 

"Cover Standard" shall mean that if there is an unexcused failure to take or deliver any 
quantity ofGas pursuant to this Contract, then the performing Party shall use 
commercially reasonable efforts to (i) ifBuyer is the performing Party, (1) obtain 
replacement Gas at a price reasonable for Gas in the Southern Natural Gas Company or 
the Florida Gas Transmission Company production area (or, if available at a lower price, 
at or near the Primary Delivery Point) (or an alternate fuel if elected by Buyer and 
replacement Gas is not available), and (2) utilize Buyer's then available secondary 
transportation that is not curtailed by a Transporter to effect delivery of such replacement 
gas; or Oi) if Seller is the perfonning Party, sell such Gas at a price reasonable for Gas at 
or near the Primary Delivery Point; and consistent with (a) the amount of notice provided 
by the non-performing Party; (b) the immediacy of the Buyer's Gas consumption needs 
or Seller's Gas sales requirements, as applicable; (e) the quantities involved; and (d) the 
anticipated length of failure by the non-performing Party. 
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"Spot Price" shall mean, with respect to any particular delivery Day, the price listed in 
the publication Gas Daily (as published by The McGraw-Hill Companies, Inc. or ils 
successor), in the table entitled "Daily Price Survey" and reported as the "Louisiana
Onshore-South ... SONA T .. , Midpoint" for Gas delivered during such Day for which 
such a price is then so published; provided, ifthere is no single price published for such 
location for such Day, but there is published a range of prices, then the Spot Price shall 
be the average ofsuch hiBh and low prices. If no price or range of prices is so published 
for such Day, then the Spot Price shall be the average of the following: (i) the price 
(determined as stated above) for the first Day for which a price or range of prices is 
published that next precedes the relevant Day; and (ii) the price (determined as stated 
above) for the first Day for which a prke or range ofprices is published that next follows 
the relevant Day. 
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151. Please refer to Table I of PEF's SONATIFGT Supply Purchase Business 
Analysis Package. Please provide separate annual and cumulative values for each of the 
following: the total nominal cost, present value of total nominal cost, and up-front capital 
costs, for each of the three alternatives summarized in Table I. Please provide all 
assumptions. 

Answer: 

Subsequent to the development ofPEF's August 2004 SONATIFGT Supply 
Purchase Business Analysis Package (Business Analysis Package), negotiations with 

(refer to the assumptions 
below). Thus, the costs for Cypress Business Analysis 
Package do not reflect these changes. Additionally, during the course ofpreparing 
responses to this fifth set of interrogatories, PEF discovered a discrepancy with respect to 
the assumed variable transportation charges, specifically the pipeline com~arge 
rates and fuel charge percentages, used in the analyses of the Cypress and_ 
alternatives. Please refer to the assumptions below. 

Accordingly, the information provided below reflects two sets ofcost data for the 
Cypress and _ alternatives: cost consistent with Table I of the Business Analysis 
Package and cost the correct pipeline commodity charges rates, fuel charge 
percentages and for Cypress and the corrected commodity charge 
rates for the Additio~ets o~alue of nominal cost 
are provided each alternative (Cypress, _ and _. This data assumes 
discounting of the nominal cost to August 1,2004, consistent with Table 1 of the 
Business Analysis Package, and assumes discounting of the nominal cost to December I, 
2004, consistent with the discounting reflected in Exhibit PRM-5to Pamela Murphy's 
December 20, 2004 pre-filed testimony. 
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Cypress Annual Summary 
(Per Table 1 - Business Analysis Package) 

Nomina' Dollars 
Year Capilal 

Cypress Annual Summary 
(Per Table 1 - Business Analysis Package) 
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Cypress Annual Summary 

(Per Table 1 - Business Analysis Package) 


Pmsent Value (DlscQunted to 81112004) 


Cypress Annual Summary 
(Per Table 1 • Business Analysis Package) 

Cumulative Pre ...nt Value (Discounted to 8/1/2004) 
Capital 
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Cypress Annual Summary 
(Consistent With Table 1 - Business Analysis Package) 

Pre.ent Value (Discounted to 121112004) 
Year Capital 

I 

Cypress Annual Summary 
(Consistent With Table 1 - Business Analysis Package) 

Cumulative Present Value (Discounted to 121112004) 
Capital 
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The following 6 tables of Cypress information reflect the following corrections and final 

• Variable charge rates corrected; and 
• Fuel charge rates corrected between SNG and FGT (which had a diminutive cOcct) 

Cypress Annual Summary 
(Reftecting Corrections and Final Terms & Conditions) 

Nominal Dollars 

Capital 
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Cypress Annual Summary 
(Reflecting Corrections and Final Terms & Conditions) 

Cumulative Nominal DoliaB 

Year Capilal 

Cypress Annual Summary 
(Reflecting Corrections and Final Terms & Conditions) 

Present Value (Discounted to 8/112004) 
Capital 
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Cypress Annual Summary 
(Reflecting Corrections and Final Terms & Conditions) 

Cumulative Present Value (Discounted 10 81112004) 

Year Capttal 

Cypress Annual Summary 
(Reflecting Corrections and Final Terms & Conditions) 

Present Value (Discounted to 121112004) 
Capital 
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Cypress Annual Summary 
(Reflecting Corrections and Final Terms & Conditions) 

Cumulative Present Value (Discounted to 1211/2004) 

Year Capital 

(Per Table 1 - Business Analysis Package) 
Nominal Dollars 

Capital 
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(Per Table 1 - Business Analysis Package) 
Cumulative Nomina' Dollars 

Year Capital 

(Per Table 1 - Business Analysis Package) 
Present Value (Olscounted to 811/2004) 

Capital 

-1!!!~~~~_.!!ln~v~estme~nt~,...._~ 
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(Per Table 1 - Business Analysis Package) 

Cumulative ~v:::al!.!:!U!e~!.:.2~!!!..!2..!!!.Ui~~__ 
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(Consistent With Table 1 - Business Analysis Package) 
Cumulative Present Value (DI.counted 10 121112004) 

Year Capital 
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(Per Table 1 • Business Analysis Package) 
Nominal Dollars 

Year Capilal 

(Per Table 1 • Business Analysis Package) 
Cumulative Nominal DOllars 

Capillli 
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(Per Table 1 • Business Analysis Package) 
Present Value (Discounted to 81112004) 

Year CapHal 

(Per Table 1 • Business Analysis Package) 
Cumulative Present Value (Discounted to 81112004 

apital 
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(Consistent With Table 1 - Business Analysis Package) 
Present Value (Discounted to 121112004) 

(Consistent With Table 1 - Business Analysis Package) 
Cumulative P ....sent Value (Discounted to 121112004) 

Capital 
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The following 6 tables of information regarding the 
alternative reflect corrected pipeline commodity charge rates. 

(Reflecting Corrected Variable Transport Rates) 
Nominal Oollars 

Year Capital 

(Re,flec:ting Colrrec:\ed V~,;abIIeTransport Rates) 
Cumulative Nominal Dollars 

Capital 

0001.80 


IFAl2001348.4 



(Reflecting Corrected Variable Transport Rates) 
Present Value (Discounted to 8/112004) 

Year Capllal 

(Reflecting Corrected Variable Transport Rates) 

000181 


TPNl200784S4 



Present Value (Discounted to 121112004) 
Year Capital 

(Reflecting Corrected Variable Transport Rates) 
Cumulative Present Value (Discounted to 121112004) 

CapKal 
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- - - - -

Assumptions 
• Transportation Rates 

Assumed For Analysis Reflected in Table I - Business Analysis Package 

Alternative 
i Cypress: 

Southern Natural 
Florida 

Gas 
Gas 

Summer Winter 
Charge 

Fuel 

- - - -
Assumed For Corrected Analysis Reflecting Final Terms & Conditions 

Fixed Trans rtation -$IDt 
Commodity 

Charge 
Alternative Summer Winter $/Dt Fuel Char e 

Cypress: 
Southern Natural Gas 
Florida Gas! 

Transmission 

1Reflects a negotiated nUe pius estimated provision to cover future rate increases. 
:: Reflects a negotiated rate plus estimated to cover future rate increases. 
, An effective fixed derived for _ of annu.1 
fixed pipeline and seasonal volumes 
comparable with the response to 136 for funher information. 
4 Reflects _ negotiated with SNG and FGT subsequent to development of the Business Analysis 

Package. 

'The change in fuel charge rates between Southern N.tur.l Gas and Florida Gas Transmission hed. 

diminutive impaC1 on the lotal cost ofthe Cypress alternative. 
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lIcapital Cost - This is a function of how much capital cost 
(for Cypress), _ and _ were willing to absorb gas 
infrastructure facility additions andlor improvements that are required in conjunction 
with delivering natural gas to Hines 4 in PEF's response to 
Interrogatory No. 26). Of infrastructure 
~nts for Cypress, initially willing absorb the 
_ cost associated but later increased its offer to 
include the for a total commitment of 

• 	 Supply - Commodity prices for all alternatives assumed PEPs forecast ofHenry Hub 
(HH) prices, as of August 5,2004, as summarized in PEPs response to Interrogatory 
No. 149. In addition to the HH commodity prices: 

I. 	 The Cypress alternative reflects a $.-nth basis (or adder) per the terms 
negotiated with . and 

2. 	 The _ PEF's forecast basis 
as of August 5, 2004 (summarized below). 

3. 

2008 

2009 

2010 

2011 

2012 

2013 

2014 

2015 

2016 

2017 


• 	 Discount Rate - 8.16% per PEF's response to Interrogatory No. 28. 
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152. Has Southern Natural Gas Company achieved the sufficient commitments 
necessary to meet the requirements of Section 5(a)(3) of its precedent agreement with 
PEP? 

Answer: 

By letter dated April I, 2005 (attached as Exhibit A), Southern Natural Gas 
Company informed PEF that it is waiving the condition precedent set forth in Section 
5(a)(iii) contained in the precedent agreement. 
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aru,. H, Hughea 

Dtledof 
 A ISouthern
(iusitlOI!s I)cvWQpment Natural Gasep onElP4$OCOll1pnny 

April I, 2005 

Ms. Pamela R. Murphy 

Progress Ener!,'Y Florida, Inc. 

410 S. Wilmington Street (PEB 10) 

Raleigh, NC 27601 


Attention: Contract Administration 

Dear Pam: 

This is to advise you that on January J7, 2005, Southern Natural Gas Company 
("Southern") completed the open season for the Cypress Project to provide firm 
transportation service to shippers from its Elba Island Receipt Point. Southern received 
several subscriptions including the Precedent Agreement dated December 2, 2004, with 
Florida Power Corp., d/b/a Progress Energy Florida, Inc. ("FPC"), hereinafter the 
"Agreement." In the open season, Southern did not receive the total subscription required 
to satisfy the Condition Precedent in Section 5(a)(jji) oflbe Agreement. 

Accordingly, Southern is bereby infornling you that it is waiving the condition 
precedent set forth in Section 5(a)(iii) Agreement as ofMnrch 31, 2005. 

Sincerely, 

~dJ;L 
Bruce H. Hughes 

cc: Mr. James Jefferies 
Moore & Van Allen, PLLC 
Bank ofAmerica Corporate Center 
Suite 4700 
100 North Tryon Street 
Charlotte, NC 282024003 

Mr. Norman Holmes 

Ms. Patricia Francis 
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153. Given PEF's response to Stafflnterrogatory No. 71, what are the total incremental 
costs (inclusive of both incremental gas costs and incremental costs of unit dispatch 
changes. additional purchase power, etc., balanced against any decremental costs) 
associated with cach storm Iistcd in the response? 

Answer: 

Total Total 
Incremental Incremental 

Date Storm Name Gas Cost Power Cost 
9124102-9127102 Tropicat Storm Isidore Total $132,816 $0 

1011102-1014102 Hurricane Uli Total $218,807 $217,160 

7114/03-7/16/03 Tropical Storm Claudert. Total $9,884 $0 

8/10/04-1l/t3l04 Tropical Storm Bonnie Total $140,778 $500.540 

9/13104-1016104 Hurricane Ivan Tolal $6.631.796 $1.007,900 
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159. Given the expense of stonn-related cunailmenls listed in response to Staff 
Interrogatory No. 72, has PEF studied whether it would be economic for the utility to 
contract for underground natural gas storage? If not, why not. lfso, what were the results 
of the study? 

Answer: 

In February 2003, PEF conducted a study titled "Gas Storage Strategy," which 
identifies potential benefits for PEF ofunderground natural gas storage. The results of 
the study indicate that high deliverability underground gas storage can be utilized to 
mitigate (depending on the length of the gas interruption as stated in response to 
Interrogatory Nos. 73 and 74) some supply disruptions due to stormslhurricanes 
impacting PEF gas supply area. The potential benefits for PEF include enhanced 
reliability, managing price risk, managing daily imbalances to mitigate pipeline penalties, 
and providing for intraday supply needs. PEF is still in the process of identifying the 
optimum amount of storage capacity needed to meet PEF gas demands going forward. 
This gas storage strategy, while it provides additional benefits, cannot replace the 
Cypress project. PEF expects both projects to further enhance PEF's existing and future 
gas portfolio as a means to provide the potential benefits discussed above. 
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160. Please refer to PEF's response to Staff Interrogatory No. 80. In the last sentence 
of the response, PEF references "similar LNG offers". Did PEF mean "natural gas 
offers"? 

Answer: 

Yes. The June 2004 RFP solicited "natural gas offers" from Gulf of Mexico gas 
suppliers from our current supplier list that could deliver natural gas to the Gulfstrearn 
Natural Gas System. 
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161. Please reconcile PEF's response to Staft' Interrogatory Nos. 115 and 117, which 
show different quantities of gas contracted in 2004 under various contract terms (years). 

Answer: 

PEF's response to Interrogatory No. 115 reflects the actual volumes received and 
the average total price of all term deals in effect during 2004. For example, this answer 
does not include any volumes not taken under the swing term supply contracts, any 
supply disruptions, spot daily transactions, or daily call contract transactions. The 
contracts were listed under remaining term based on the number of years remaining 011 

the contract starting from 2004. By contrast, PEF's response to Interrogatory No. 117 
identifies the contractual maximum volumes allowed for all term deals in effect from 
2004 through 2013. For example, this answer includes maximum contract volumes under 
variable supply contracts. The contracts were listed under term years based on the 
number of years the contract is in existence and not based on the number of years 
remaining on the contract starting from 2004. 
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163. PEF's response to Staff Interrogatory No. 128 states that the purpose of the 
August 2003 RFP was to gain market intelligence for LNG supplies to Hines 4, yet Page 
8 of the Direct Testimony of Pamela Murphy states that the RFP process began by 
soliciting proposals from all entities who could potentially meet the fuel requirements of 
Hines 4. Had PEF already determined that domestic supplies would not be viable to 
supply Hines 4 at the time of issuance of the August 2003 RFP? 

Answer: 

No. The statement made in response to Interrogatory No. 128, in context with the 
first sentence, means that PEF conducted a series of RFP's to solicit proposals from new 
and existing LNG projects as well as domestic suppliers who could potentially supply gas 
to Hines 4. PEF did not determine initially that domestic suppliers would not be viable to 
supply Hines 4, as mentioned in response to Interrogatory No. 76(A). 
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mcans of a conlidentiality agreement, protective order. or other means of protection 

under the Florida Rules ofCivill'rocedure and other applicable statutes. rules and legal 

principlcs. 

TIME ANI) PLACE OF PRODUCTION 

PEl' will make all documents llnd materials responsive to this request that arc not 

privileged or confidential available lor inspection and copying at the onices of Carlton 

Fiddfi. 1'.1\.. 215 S. Monroe Street, Suite 500. Tallahassee, Florida. 3230 J ut u tnlltuaJly

convenient time or.upnn rcquestli'ol1l Stun'. will provide copies of such documents and 

materials by U.S. or Overnight Mail. 

nOCUMENTS REQUESTED 

7. I'lelise provide complete copies of all documents rcilltl.."d to the developmentl 
calculation of the 8.16% discount rate. 

Responsive docllments arc enclosed herewith in Bates Ranges 1'101'-000205 
through PEF-00021 O. 

8. Please provide the most recent Standard and Poor's full credit report and 
analysis for Progress Energy Florida. 

Responsive documents are enclosed herewith in Bales Ranges PEF·000211 
through 1'121'-000217. 

9. Please provide tlie most recent Moody's Investor Services full credit report 
lind analysis for I'rogrcss Energy Florida. 

Responsive documents are enclosed herewith in Bates Ranges PEF-000218 

through PEF-000231. 


10. I'lease provide the most recent Fitcb fult credit report lind analysis for 

Progress Energy Florida. 


Responsive documents arc enclosed herewith in Bales Ranges PEF -000232 

through PEF-00023S. 
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FEDERAL RESERVE statistica1.release 


H.1S (Si9)SEU!CTED IN'lEREST RAtES, Forimmedilitil rei""",, 

YleIds 11\ peroenI per annum May3.2004 


Week EJ1dlng 
2004 2004 2004 2004 • 2004 2004 

lns1rumenl$ A(>f Apr A(>f A(>f Apr Apr A(>fI. 
26 27 28 29 30 ':\ 23. 

F<ldAOraI_I..-...j "> 1.01 0.99 1.01 1,03 1.03 1,00 1.00 1.0(1 
Cornmardsl peper" '" '!_claI

1_ 1199 0.99 /lJ)B 0.97 0.99 0.98 1.01 1.1lO 
2-111onth '1.0$ 1.01 1.01 1.03 1.02 1.03 1.00 1.cr! 
3omonlh 1.09 1.06 I.OS 1.07 1.08 l.oa 1.05 1,05 

Flnoneial 
1_ 1.03 1.03 1.(>2 1.01 1.01 1.02 1.Q2 1.02 
2_ 1.04 1.04 1.03 lJl3 1.06 1,04 1,04 1.03 
~ 1.01 1.011 1.01 1.OS 1.11 1.08 1.08 1.08 

COo (8econdory mor!<et)' 6 
1_ 1.C5 1.05 1.05 1.Q5 ..05 1.05 1.04 H)4 

1.11 1.10 I.ID 1.11 1.12 1.11 1,09 1.08 
e_ 1..29 L2e 1.28 1,~1 t.:l3 t.:lO 1.22 1.21 

e..._r	-deposlt& (london) • r 

1",,_ 1.03 1.03 1.03 1.03 1.03 1.03 1-03 1.(>2 
3-rnonIh 1.011 1.09 I.DS 1.10 1.10 1.09 1m 1.01 
k>onIh 1.26 015 1.26 128 1.29 121 1.21 1,ljt 

_ 	 pIme loan '3' 4.00 4.00 4.00 4.00 ' ~.(l(I 4.00 4.00".00 
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FOOTNOTES 

1. 	 The dally effliIcIive federal funds rale is II weighted average of rates on brokered trades. 
2. 	 WE>lIkly figures are averages of 7 calEondar day$ ending on Wednesday of the current week: monthly figures 


Include each calendar day In \he month. 

3. 	 AnnuaUzed using a 360-day year Of bank interest 
4. 	 On a discount basis. 
5. 	 Interest rates Interpolated from data on certein commercial paper trades $(!\tled by The Deposllllly Trust 


Company. The trades represent sales of commercIal papar by dealenl or direct luuers to investors (\hal Is, 

the offer side). The 1-, 2., and 3-month netes are equivalent to the so... 60-, and 9Q..dey dates repor1ed on the 

Board's Commercial Paper Web page (WWIII,federalreserve.govfreleaseslcp). 


6. 	 An average or dealer offering rates on nallonally traded certifICates or deposit. 
7. 	 Bid mtes for Eurodollar deposil$ collected liIfOund 9:30 a.m. Eastern time. 
a. 	 Rate posted by a mlljorlty or top 25 (by all$!Ols In domestic offices) Insured U.S.-cI1artered commercial banks. 


Prime is one of several base rates used by banks 10 price short·term bulin_loans. 

9. 	 The ralll charged for discounts made and advances extended under \he Federal Reserve's primary credH 


dlsoount window program, which became effective January 9, 2003. ThIs rate replaces \list for adJustmenl 

credll, which was discontinued alter January 8, 2003. For further information, see. 

www.fedeJ.lllresi>rve.govlbOarddocsipresslbcrag/2002l200210312fdefaull.htm • The rete reponed Is that forthe 

Fed...."l Reserve Bank of New York. Historical series for the rate on adjustment credit as well as the rate Qn 

primary eredft are availablE> aI www.federalreseIVe.govlreleaseslh151dalll.htm. 


10. 	 Yields orlsctively traded oon-lnflallon-indexed Is$ues adjusted \0 constant maturilles. Sourca: U.S. Treasury. 
11. 	 YIelds on Treasury Inftation prolected securities (TIPS) adjusted \0 C(II'1stenl malurllies. Source: U.S. Tl'lItisury. 


Addillonallnformation on both nominal and inflaliorHndel<ed yields may be found at 

www.lreas.govlolilcesidOtnesU()ofinanceldebt-managemen!llnlerest-ratellndex.hImI. 


12. 	 Based on the u!lWl)lghted average of the bid yields for all non·ll'lflatlon.fndexad Treasury fixed-coupon 

securilie& with remaining terms10 maturity of 26.years and over. 


13. 	 A factor for adjusting the daily long-term average In order \0 estimate a 30·year I)Ominal rate can be found at 

WWW.Ireas.gov/officesldomestic-flnenoeldebt-managementfllllerast-ratelltoompositeindex.html. 


14. 	 Based on \he unweighted average of the bid yields for all TIPS wi\h remaining terms 10 maturity of more than 

10 years. 


1S. Intemallonal Swaps and Derivatives Association (lSDA) mid·market par swap rates. Rates are for a Fixed Rate 

Payer in return for receiVing three month LIBOR, and are based on rates collected at 11:00 a.m. by Garban 

Intercapital pic and published On Reuters Page ISDAFIX1. Source: Reuters Limlled. 


16. 	 Moody's Aaa rates through December 6, 2001 are averages of Aaa utilIty and ABa induslriai bond rates. AS of 
Detember T, 2001, these rates ate awrages of ABa Industrial bonds only • 


. 17. Bond Buyer Index. general obligation, 20 years 10 maturity, mixed quality; Thursday quotations. 

18. 	 Contract Int_t rates on cornmltmenl$ for 1ixe(l.rate fIrSt mortgages. Souroe: FHLMC. 

Note: Weekly and monthly figures are averages of business days unlll&S othwwIse noted. 

Currenl and historical H.15 dala are avaHable on the Federal Reserve Board'" web site 

(wwwJedaralreserve.govl). For infonnallon about individual ooplas orsubs.cripllons, contaet 

Publieallons Services at the Federal Reserve Board (phone 202-462-3244, fax 202-7'21.1-5886). 

For paid electronk; access to current and historiCillI data. call STAT ..uSA at 1.aOO-7B2-B872 or 

.202-462-1985. 


DESCRIPTION OF THE. TREASURY NOMINAL AND INFLAnON-lND£OOID 

CONSTANT MATURITY SERIES 


Yields on Treasury nominal securlfies·at "constant maturity" are interpolated by the U.S, Treasury from the daily yield curve 
for non-lnfietkm-lndex6d Treasury securiliea. This curve, which relates Ihe yield on a security to Us time to maturity, is 
based on lhe closing market bid yields on actively traded Treasury securities In the over-dle-counter markel These merket 
yields ate calculated from oomposites of quotallons obtelned by the Federal Reserve Bank 01 New York. The constant 
maturity yield values are read.from the yield curve at fixed maturities, CIlrrenOy 1,3 and 6 mon\hsend " 2. 3, 5, 7, 10 and 
20 yeeI!1I. This method provides a yield for II 10..year maturity. lor example, even If no outslandlng security has exactly 10 
ye_ remaining 10 maturity. Simhany, yields on lnflation-indexed securities at 'constant maturity" are interpolated from 
Iha dally yiatd eurve for Treasury inftatioo protected Si>CWiUe.; in theover-the-COunler market. The InDation-indexed 
constant maturity yields are read from this ylek! curve al fJXed maturities, currenUy 5, 7, end 10 years. 

0001.94 
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WACC Summary· PEF 
As of April 30, 2004 

Pre-tax risk free debt cost 

1o.Year US Treasury Rate 

WAGG Inputs 

Capital Structure Debt Percentage 
Capital Structure Equity Percentage 

Current PEF Spread over 10 year Treasury 
Forward Premium 

(for projects with spending in excess of 30 months In the future) 

Regulated Cost of Equity 

Tax Rate 

WACC Calculation 

PEF Weighted Average Cost of Capital (WACC) 

4.51% 

48.0% 
52.0% 

0.99"A> 
1.00% 

12.00% 

38.58% 

8.16% 
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GAS SALE AND PURCHASE CONTRACT 

This Gas Sale and Purchase Contract (this ‘Contra#) is entered into on December 1. 2004 (the 
“Effective Date”), between BO W G  Services, LLC, a Delaware limited liability company (“Seller“) and 
Florida Power Corporation, a Florida corporation, doing business as Progress Energy Florida, Inc. 
(‘Buyer). 

WITNESSETH 

WHEREAS, Seller desires to deliver and sell, and Buyer desires to receive and purchase, certain 
quantities of Gas In accordance with the terms and conditions specified in this Contract; 

NOW THEREFORE, in consideration of the foregoing and of the agreements contained herein, the 
Parties agree as follows: 

SECTION 1. DEFINITIONS; INTERPRETATION 

1.1 Definitlons. Unless otherwise defined herein or in any annex hereto, the following terms, when 
used herein or in any annex hereto shall have the meanings set forth below. 

“AtYXate” shall mean. with respect to a Party, any entity controlled. directiy or indirectly, by such Party, 
any entity that controls, directly or indirectly. such Party, or any entity directly or indirectly under wmmm 
control with such Party. For this purpose, ‘control“ of any entity or Party means ownership of a majority of 
the issued shares or voting power or control in fact of the entity or Party. 

“Alternate Delivery Point“ shall mean any point of delivery other than the Primary Delivety Point as 
mutually agreed between the Patties pursuant to the procedures set forth in Section 3.5. 

“British thermal unlr‘of “Btu”shall mean the International BTU. which is also called the Btu (IT). 

“Business Day“ shall mean any day except Saturday, Sunday or Federal Reserve Bank holidays and 
shall run from 8 am. to 5 p.m. Eastern Prevailing Time. 

“Claims”shall have the meaning set forth in Section 8.3. 

“ConffmaUonn shall mean a wrltten document setting forth the terms of a Price Change or a Delivery 
Point Change, as applicable. 

“Contad Price” shall mean, with respect to a particular delivery Day, the amount expressed in U.S. 
Dollars per MMBtu determined pursuant to Section 3.3. 

“Contact Quantity” shall mean, with respect to a particular delivery Day. the Contract Quantity for 
Hines plus the Conbact Quant i  for System, as applicable. 



"CWk Rating" means, with respect to any entity, the rating then assigned by SBP or Moody's to such 
entity's unsecured, senior long-term debt obligations (not supported by third party credit enhancements), 
or if such entity dces not have a rating for its senior unsecured long-term debt, then the rating then 
assigned by S8P or Moody's to such entity as a corporate or Issuer rating. 

- "Cyprwss Pipellne" shall mean the proposed expansion of Southern Natural Gas Company's 
(%outhem's") natural gas pipeline system that extends from (i) a point of Interconnection with Southern's 
existing natural gas pipeline system downstream of the Elba Island LNG Terminal; to (ii) an 
interconnection with the existing (as of the Effective Date), natural gas transmission facilities owned by 
Florida Gas Transmission Company in Clay County, Florida. 

L .  

"Day"shaI1 mean a period of 24 consecutive hours, coextensive with a 'day' as defined by the Receiving 
Transporter. 

"Defaulting P a w  shall have the meaning set forth in Section 11 .l. 
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“Delivery Period” shall be the per id  during which deliveries are to be made under this Contract and 
shall commence on the date that both of the Cypress Plpeline and the FGT Expansion have been placed 
into service and end on the date twenty (20) years thereafter. 

“Delivery P o h r  shall mean either Me Primary Delivery Point or and Alternate Delivery Point, as 
applicable. 

“Delivery Point Change” shall have the meaning set forth in Section 3.5. 

“Demand Charge”shal1 have the meaning set forth in Section 3.2. 

“Early Ternhation DaW’shall have the meaning set forth in Section 11.2. 

”E/& lsland LNG Terminal” shall mean the LNG termlnal facility located in Chatham County, Georgia, 
which is, as ofthe Effective Date, owned and operated by Southern LNG, Inc. 

“Event of Defaolt”shall have the meaning set forth in Section 11.1. 

“FERC”shall mean the Federal Energy Regulatory Commission or any successor thereto. 

”FGT Expansion" shall mean the proposed expansion (as of the Effective Date) of Florida Gas 
Transmission Company‘s natural gas pipeline system from (i) a bidirectional meter station at the 
interconnection of Southern Natural Gas Compan)/s natural gas pipeline system and Florida Gas 
Transmisslon Company’s natural gas plpeline system, to (ii) Buyer‘s Hines electrical generating facility 
located in Polk County, Florida. 

‘‘Firm” shall mean that either Party may interrupt I s  perfonnance with respect to the delivery or receipt of 
Gas without liability only to the extent that such performance is prevented for reasons of Force Majeure: 
provided, however, that during Force Majeure lntenuptions, the Party invoking Force Majeure may be 
responsible for any Imbalance Charges as set forth in Section 4.3 related to interruption by the Party 
invoking Force Majeure after the nomination is made to the relevant Transporter@) and until the change 
in deliveries andlor receipts is confirmed by the Transpotter(s). 

“F ied Prlce”shal1 have the meaning set forth in Section 3.6. 

‘‘/%me Ma~eure”shall have the meaning set forth in Section 12. 

“Gas“shall mean any mixture of hydrocarbons and noncombustible gases in a gaseous state consisting 
primarily of methane. Gas shall specifically include regasified LNG, which such LNG Seller has received 
from either domestic or foreign sources and that Seller (or an agent of Seller) has regasified such that it 
meets the requirements of the first sentence of this definition. 

“Government Agency” means any federal, state, local, territorial or municipal government, 
governmental department, commission, board, bureau, agency, instrumentality, judicial or administrative 
body (or any agency, instrumentality or political subdivision thereof). 

“Governmental Approval” means any authorization, consent, approval, license, lease, ruling, permit, 
--$-w+yation. filing, variance, order, judgment, decree, publication, notice to, declarations of or with or 

regulation by or with any Government Agency relating to the execution, delivery or performance of this 
Agreement. 

“Guarantee” shall mean a guarantee from a party‘s corporate parent or other Affiliate that is issued to 
the other Party to this Contract (as a beneficiary thereof), to support the obligations of such first Party. 
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“Imbalance Charges” shall mean any fees, penalties, costs or charges (in cash or in kind) assessed by 
a Transporter for failure to satisfy the Transporter‘s balancing andor nomination requirements. 

“Law” means any statute. law, ordinance, code, rule or regulation, or other applicable legislative or 
administrative action of any Government Agency, or any judicial or administrative interpretation thereof. 

“Llqueffed Natural Gas“ p‘WG”) shall mean natural gas (primarily methane) that has been liquefied by 
reducing its temperature to -260 degrees Fahrenheit at atmospheric pressure. 

“Market VaIue”sha1l have the meaning set forth in Section 11.3. 

“Merger Event“ shall mean, with respect to a Patty or other entity, an event in which such Party or other 
entity consolidates or amalgamates with, or merges into or with, or transfers substantially all of its assets 
to another entity and (i) the resulting entity fails to assume all of the obligations of such Party or other 
entity hereunder or (ii) the benefits of any credit support provided pursuant to or related to this Contract 
fail to extend to the perfonance by such resultig, SuFJLving OT transferee entity of its obngations 
hereunder cf (iii) the resulting entity’s creditworthiness Is materially weaker than that of such Party or 
other entity immediately prior to such action. 

“MMBtu”shall mean one million British thermal units, which is equivalent to one dekatherm. 

“Month”shall mean the period beginning on the first Day of the calendar month and ending immediately 
prior to the commencement of the first Day of the next calendar month. 

“Month/yDeflclency”shall have the meaning set forth in Section 3.6. 

“Moody‘s”means Moody‘s Investor Services, Inc. or its successor. 

”Net Settlement Amount“ shall have the meaning set forth In Section 11.4. 

'Won-Defaulting Patty”shal1 have the meaning set forth in S d O n  11 2. 

“Notice” shall have the meaning set forth in Section 9.1 hereof. 

“Party“shal1 mean Seller or Buyer Individually. 

“Partles”shall mean Seller and Buyer collectively. 

“Payment Date“ shall mean. the later of 0 )  the 25m day of the Month immediately following the Month 
during which such Gas is delivered, or (ii) 10 days after receipt of an Invoice relating to such Gas; 
provided. however, that if such day is not a Business Day then the Payment Date shall be the 
immediately following Business Day. 

“Person” means any individual, corporation, partnership, limited liability company, association, joint 
venture, trust. unincorporated organization, Government Agency or other entity. 

“Price Cbange”shal1 have the meaning set forth in Section 3.5. 
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“Primary Delivery PoinFshall mean the interconnection of (i) the Elba Island LNG Terminal and (ii) the 
Southern Natural Gas Company gas transportation pipeline system. 

“Recaivlng Transpcdsf’ shall mean the Transporter receiving Gas at  a Delivery Point or absent such 
receiving Transporter, the Transporter delivering Gas at a Delivery Point. 

“S&P” means the Standard 8 Poah Rating Group (a division of McGaw-Hill. Inc.) or its successor. 

“Scheduled Gas” shall mean the quantity of Gas confirmed by Transporter(s) for movement, 
transportation or management. 

~ ~- 

‘Tem”shall have the meaning set forth in Section 2.1 hereof. 

‘Wansporter(s)” shall mean all .Gas gathering or pipeline companies. or local distribution companies, 
acting in the capacity of a transporter, transporting Gas for Seller or Buyer upstream or downstream, 
respectively. of the Delivery Point@). 

1.2 Internretation. Unless the context otherwise requires: 

(a) Wwds singular and plural in number will be deemed to indude the other and pronouns 
having masculine or feminine gender will be deemed to !dude the other. 

@) Any reference in this Contract to any Person includes its successors and permitted 
assigns and. in the case of any Government Agency, any Person succeeding to its functions and 
capacities. 

(c) Any reference in this Contract to any Section or Annex means and refers to the Section 
contained In this Contract or in an Annex attached to this Contract. 

(d) Other grammatical forms of defined words or phrases have corresponding meanings. 

(e) A reference to writing includes typewriting, printing, lithography. photography and any 
other mode of representing or reproducing words, figures or symbols in a lasting and visible form. 

(0 Unless otherwlse specified, a reference to a specific time for the performance of an 
obligation is a reference to that time in the place where that obligation is to be performed. 

(9) A reference to a Party to this Contract indudes that Party‘s successols and permitted 
assigns. 
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(h) A reference to a document or agreement, including this Contract, indudes a reference to 
that document or agreement as novated, amended, supplemented or restated from time to time. 

1.3 Technical Meaninas.. Words not otherwise defined herein that have well-known and generally 
accepted technical or trade meanings are used herein in accordance with such recognized meanings, as 
of the Effective Date. 

SECTION 2. TERM DELIVERY PERIOD 

2.1 The term of this Contract (the "Term") shall commence on the Effective Date and shall remain 
in effect until the expiration of the Delivery Period. unless otherwise extended by written agreement of the 
Parties. 

2.2 In the event that, prior to the first date Of the Delivery Period as defined above, Seller and Buyer 
mutually agree to move up the flrst day of the Delivery Period, the Parties shall execute a written 
amendment to this Contract re-defining 'Delivery Period" to reflect the new start date thereof. 

SECTION 3. PERFORMANCE OBLIGATIONS 

3.1 Seller agrees to sell and deliver to Buyer, and Buyer agrees to receive and purchase frm 
Seller, the Contract Quant i  on a Firm basis at the Delivery Point(s) each Day during the Delivery Period 
in accordance with the terms and conditions of this Contract. 

3 2  With respect to each Month during the Delivery Period. Buyer shall pay to Seller an amount 
equal to the produd of: (i) the amount of Gas adually delivered by Seller to Buyer in such Month. and (ii) 
the Contract Price applicable to such Month (as determined pursuant to Section 3.3). 

3.3 Unless otherwise agreed between the Parties pursuant to this Section 3.3, the Contract Price 
with respect to each delivery Day during a particular Month, shall be the price (expressed in U.S. Dollars 
per MMBtu) for such Month as published in lnside FERC's Gas Market Report (as published by The 
McGraw-Hill Companies, Inc. or its successor), under the heading 'Market Center SpotGas Prices" 

per MMBtu. For any particular Month during the -South Louisiana" "Henry Hub. 'Midpoint". plus 
Term, the Parties may agree to change the Contra price for Such Month from that whlch is described in 
the previous sentence to either a fixed dollar amount per MMBtu, or a price based on another index (other 
than the Inside FERC index referenced above), in either case as mI.hllY agreed by the Parties pursuant 
to the procedures set forth in Section 3.5. 

v 

3.4 Unless otherwise agreed between the Parties pursuant to this Sectim 3.4, the Delivery Point with 
respect to each delivery Day during a particular Month, shall be the Primary Delivery Point. For any 
particular Month during the Term, the Parties may agree to change the Delivery Point for such Month to 
an Alternate Delivery Point pursuant to the procedures set fcrvl in Section 3.5. 

3.5 To effect a change to the Contract Price for  one or more Months (a 'Price Change"), or to effect a 
change from the Primary Delivery Point to an Alternate Delivery Point for one or more Months (a "Delivery 
Point Change?. the Party seeking such change must make such request of the other Party prior to 230 
P.M. Eastem Prevailing Trne on the last trading day of the NYMEX gas futures contract (Henry Hub) of 
the Month immediately preceding the relevant Month or Months for which the change would be effective. 
Each Party shall exercise reasonable efforts to accept such a proposed change; provided, however, that 
a Party shall not be required to accept a change that would not be wrnmercially reasonable for such a 
Party. The Parties acknowledge that Seller's source of Gas for use under this Contract is regashied LNG 
delivered to the Elba Island LNG Tenninal, and therefore any proposed change in Delivery Point that 
does not allow delivery from the Elba Island LNG Terminal is not commercially reasonable for Seler. If 
the Party to whom the request is made accepts the propcsed change, such agreement betwwn the 
Parties may be effectuated through a recorded telephone conversation, with the offer and acceptance 
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constituting the agreement of the Padies. The Parties shall be legally bound from the time they so agree 
to the terms of such Price Change or Delivery Point Change and may each rely thereon. Any s u a  
agreement shall be considered to be a "writing' and to have been 'signecP for all purposes hereunder, 
Notwithstanding the foregoing sentence. the Parties agree that either Party may confirm a telephonic 
transaction by sending the other Party a Confirmation via facsimile or other mutually agreeable means 
within a reasonable time of such agreement; provided that the failure of either or both Parties to send a 
Confirmation shall not invalidate the oral agreement of the Parties. The confirming P w  adopts its 
confirming letterhead, or the like, as ts signature on any Confirmation as the identification and 
authentication ofthe confirming Party. If the Confirmation contains any provision other than those relating 
to the terms of the Price Change or Delivery Point Change (Le. any terms other than the applicable Month 
and the newly-agreed Contract Price or Delivery Point for such Month). which modify w supplement this 
Contract, such provisions shall not be binding on the receiving Pam provided that the foregoing shall not 
invalidate any Price Change or Delivery Point Change agreed to by the Partlea. Any failure by either or 
both Parties to send a Confirmation for any Price Change or Deliiew Point Change shall not affect the 
enforceability of any such Price Change or Delivery Point Change actually entered into nor shall such 
failure constitute or be deemed to constltute a breach of this Contract. If a sending Party's Confirmation 
is materially different from the receiving P a w s  understanding of the agreement concerning the 
applicable Price Change or Delivery Point Change, such receiving Party shall notify the sending Party In 
writing (facsimile acceptable) within two Business Days of rscelpt of such Confirmation and the Parties 
shall work together to resolve the discrepancies. The failure of the receiving Party to so notify the 
sending Party in writing by such deadline constitutes the receiving P w s  agreement to the terms of the 
applicable Price Change or Delivery Point Change described In the sending Party's Confirmation. If there 
are any maierial differences between timely sent Confirmations governing the same Price Change or 
Delivery Point Change, then neither C4nfirmation shall be binding with respect to the differing terms until 
or unless such differences are resowed including the use Of any evidence that clearly resolves the 
differences in the Confmaticns. In the event of a wnflict among the terms of (i) a binding Confirmation 
(including by deemed acceptance as described above), (ii) the oral agreement of the Parties whiGh may 
be evidenced by a recwded conversation. and (iii) this Contract, the terms of the dccuments shall govern 
in the priory listed in this sentence. 

3.6 The Partles may agree to a Price Change that results in a fixed price rFixed Price") as opposed 
to a Contract Price that floats based on NYMEX, industry postings, reference publications, or other 
external market factors or indices. If a Fixed Price is established and, for any reason whatscever (other 
than a breach or default by either Party under this Contract), hduding, without limitation, an event of 
Force Majeure or any circumstance (other than a breach or default by either Party under this Contract) 
that would excuse a Party's obligation to deliver or receive Gas under this Contract, Seller delivers or 
Buyer takes less than the full Contrad Quantiy for such Month (a 'Monthly Deficiency"). then (1) Buyer 
shall pay Seller an amount equal to such Monthly Deficiency (expressed in MMBtus) multiplied by the 
amount. f any, by which the Fixed Price exceeds the applicable N Y M M  Natural Gas futures contract 
price for such Month, or (2) Seller shall pay to the Buyer an amount equal to such Monthly Deficiency 
(expressed in MMEtus) multiplied by the amount, if any, by which the applicable NYMW Natural Gas 
futures contract for such Month exceeds the Fixed Price established for such Month. 

SECTION 4. TRANSPORTATION, NOMINATIONS AND IMBALANCES 

4.3 
shall have the sole responsibilityfor transporting the Gas from the Delivery Point(s). 

Seller shall have the sole responsibility for transporting the Gas to the Delivery Point@). Buyer 

4.2 The Parties shall coordinate their nomination activities, giving sufficient time to meet the 
deadlines of the affected Transporter(s). Each Party shall give the other Party timely prior notice, 
sufficient to meet the requirements of all Transporter(s) involved in the transadion, of the quantities of 
Gas to be delivered and purchased each Day. Should either Party become aware that actual deliveries at 
the Delivery Point(s) are greater or lesser than the Scheduled Gas, such Party shall promptly n o t i  the 
other Patty. 
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4.3 The Parties shall use commercially reasonable efforts to avoid imposition of any Imbalance 
Charges. If Buyer or Seller receives an Invoice from a Transporter that includes Imbalance Charges, the 
Parties shall determine the validity as well as the cause of such Imbalance Charges. If the Imbalance 
Charges were incurred as a result of Buyer's receipt of quantities of Gas greater than or less than the 
Scheduled Gas, then Buyer shall payfor such Imbalance Charges or reimburse Seller for such Imbalance 
Charges paid by Seller. if the Imbalance Charges were incurred as a result of Seller's delivery of 
quantities of Gas greater than or less than the Scheduled Gas. then Seller shall pay for such Imbalance 
Charges or reimburse Buyer for such Imbalance Charges paid by Buyer. Notwithstand hg anything to the 
contrary herein, in the event of Fom Majeure, the Parties shall follow the procedures set fotth h Sectan 12.8 
and each Party shall be responsible for any Imbalance Charges d i n g  out of b nonconfocmance With such 
procedures. 

SECTION 5. QUALITY AND MEASUREMENT 

All Gas deliwed by Seller shall meet the requirements of the Recebhg Transporteps pipeline 
specfications for pipeline quality Gas. The unit of quantity measurement for purposes of this Contract 
shall be one MMBtu dry. Measurement of Gas quantities hereunder shall be in accordance with the 
established procedures of the Receiving Transporter. 

SECTION 6. TAXES 

Seller shall pay or cause to be paid all taxes, fees, levies, penalties, licenses or charges imposed by any 
Government Agency (Taxes") on or with respect to the Gas prior to the Delivery Point(s). Buyw shall 
pay or cause to be paid all Taxes on or with respect to the Gas at the Delivery Point(s) and all Taxes afkr  
the Delivery Point(+ If a Party is required to remit or pay Taxes that are the other P a w s  responsibility 
hereunder, the Party responsible for such Taxes shall promptly reimburse the other Party for such Taxes. 
Any Party entitled to an exemption from any such Taxes or charges shall furnish the other Party any 
necessary documentation thereof. Failure by either Party to furnish such docurnentation shall not give 
rise to a breach of thii Contract, 

SECTION 7. 

7.1 Seller shall invoice Buyer for Gas delivered and received in the preceding Month and for any 
other applicable charges, providing supporting documentatfon acceptable in industry practice to support 
the amount charged. If the actual quantity delivered is not known by the billing date, billing will be 
prepared based on the quantity of Scheduled Gas. The invoiced quantity will then be adjusted to the 
actual quantity on the following Month's billing or as soon thereafter as actual delivery Information is 
available. 

7.2 Buyer shall remit the amount due under Section 7.1 via wire transfer or ACH, in immediately 
available funds, on or before the Payment Date. Except as otherwise provided in Section 7.3, in the 
event any payments are due Buyer hereunder, payment to Buyer shall be made in accordance with this 
Section 7.2. 

7.3 In the event payments become due pursuant to Section 13, the petforming Party may submit 
an invoice to the non-performing Party for an accelerated payment setting forth the basis upon which the 
invoiced amount was calculated. Payment frwn the non-perfoning Parly shall be due within five (5) 
Business Days after receipt of Invoice. 

7.4 If the invoiced Party, in good faith, disputes the amount of any such invoice or any part thereof, 
such invoiced Party will pay the portion of such amount as it concedes to be correct; provided, however, if 
the invoiced Party disputes the amount due, it must provide supporting documentation acceptable in 
industry practice to support the amount paid or disputed. In the event the Parties are unable to resolve 
such dispute, either Party may pursue any remedy available at law or in equity to enforce its rights 
pursuant to this Section 7. 

BILLING, PAYMENT AND AUDIT 
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7.5 If the invoiced Patty Fails to remit the full amount payable when due, interest on the unpaid 
portion shall acme from lhe date due until the date of payment at a rate equal to the lower of (I) the then- 
effective prime rate of interest published under ’Money Rates” by The Wall Street Journal, plus two 
percent per annum; or (il) the maximum applicable lawful interest rate. 

7.6 A Party shall have the right, at its own expense, upon reasonable Notice and at reasonable 
times. to examine and audit and to obtain copies of the relevant portion of the books, records and 
telephone recordings of the other Pa% only to the extent reasonably necassary to verify the amracy of 
any statement. charge, payment or computation made under this Contract. Thii right to examine, audt 
and obtain copies shall not be available with respect to proprietw information not directly relevant to 
obligations under this Contract Such right shall include, but not be limited to, copies of any and all 
statements and/or records pertaining to transportation of Gas with respect to which any such 
transporktion charges are included in billing andw invoices hereunder, andlor are the subjecl of any 
bona fide dispute between the Parties, and without regard as to whether such records and/or statements 
were generated by the Party being audited or the relevant Transporter. All invoices and billings shall be 
conclusively presumed final and auxlrate and ail associated dalms for underpayments or overpayments 
shall be deemed waived unless such invoices or billings are objected to in writing, with adequate 
explanation andlor documentation, within two years after the Month of Gas delivery. All retroactive 
adjustments under Section 7 shall be paid in full by the Party owing payment within 30 Days of Notice and 
substantiation of such inaccuracy. 

7.7 The Parties shall net all undisputed amounts due and owing, andor past due. arising under this 
Contract such that the Party owing the greater amount shall make a single payment of the net amount to 
the other Party in accordance with Section 7.2; provided that no payment required to be made pursuant to 
the terms of Section 10 shall be subject to netting under this Section 7.7. 

SECTION 8. TITLE, WARRANTY AND INDEMNIN 

8.t Unless otherwise specifcaily agreed, title to the Gas shall pass from Seller to Buyer at the 
Delivery Polnt(s). Seller shall have responsibility for and assume any liability with respect to the Gas prior 
to its delivery to Buyer at the specmed Delhery Point(s). Buyer shall have responsibility for and assume 
any liability with respect to said Gas after its dellvery to Buyer at the Delivery Point(s). 

8.2 Seller warrants that it will have the right to convey and will transfer good and merchantable title 
to all Gas sold hereunder and delivered by it to Buyer, free and clear of all liens, encumbrances and 
claims. EXCWT AS OTHERWISE PROVIDED HEREIN. Au OTHER WARRAKTIES, MPRESS OR 
IMPLIED, INCLUDING ANY WARRANN OF MERCHANTABILITYOR OF Fll?4ESS FOR AM PARTICULAR 
PURPOSE, ARE DISCLAIMED. 

8.3 Seller agrees to indemnify and defend Buyer and its Affiliates, and their reqedive agents, 
employees. officas and diredors, and save them harmless from all losses, liabllities or claims induding 
reasonable attorneys’ fees and costs of court (“Claims”), from any and all Persons, arising from or out of 
claims of title, personal injury or property damage from said Gas or other charges thereon which attach 
before title passes to Buyer, except to the extent attributable to Buyer‘s negligence or willful misconduct. 
Buyer agrees to indemnify and defend Seller and its MIiates, and their respective agents. employees, officers 
and direct-, and save them harmless from all Claims, frwn any and all persans, ariSi! frwn OT aut of daims 
regarding payment. personal injury 01 pmperty damage from said Gas OT other charges thereon M i  attach 
&ec Me passes to Buyer, except to the extent attributable to Seller‘s negligence or willful misconduct. 
Each Party shall indemnify, defend and hold harmless the other Party against any taxes for which such 
Party is responsible under Section 6. 

8.4 Notwithstanding the other provisions of this Section 8. as between Seller and Buyer, Seller will 
be liable for all Claims to the extent that such arise from the failure of Gas delivered by Seller to meet the 
quality requirements of Section 5. 

9 

Gas Sale and Purchase Canbad (December 1,2004) 



SECTION 9. NOTICES 

9.1 All correspondence, invoices, payments and other communications made pursuant to this 
Contract (each a "Notice") shall be made to the addresses set forth below for such Party or as otherwise 
may be specified in writing by the respectiie Parties from time to time by providing Notice in accordance 
with this Section 9.1. 

If to Buyer: 

With respect to Notices that do not relate 
to invoices or payments: 

Prcgress Energy Florida, Inc. 
Attn: Contracts Department 
41 0 S. Wilmington Street (PEB IO) 
Raleigh, NC 27601 

A copy of any Notice above relating to 
Sections 8.3. I O ,  11, and 19.10 shall 
also be sent to: 

Attn: Assistant General Counsel - Energy 
Trading & Marketing 
41 0 S. Wilmington Street (PEB 17) 
Raleigh, NC 2760 
Fax: 91 9-546-2920 

With respect to Notices that relate to 
invoices or payments: 

Attn: PEF Gas Accounting 
410 S. Wilmington Street (PEB IO)  
Raleigh, NC 27601 
Fax: 919-546-3258 

F a :  919-546-2649 

If to Seller: 

With respect to Notices that do not relate 
to invoices or payments: 

BG LNG Services, LLC 
A m  President 
5444 Westheimer. S u i t e  1775 
Houston, Texas 77056 

A copy of any Notlce above relating to 
Sections 8.3, IO,  11, and 19.10 shall 
also be sent to: 

Fax: 71 3-599-3781 

Attn: VP-Legal 
5444 Westhelmer, Suite 1775 
Houston, Texas 77056 
Fax: 713-599-3781 

With respect to Notices that relate to 
invoices or payments: 

Attn: Financial Controller 
5444 Westheimer. Suite 1775 
Houston, Texas 77056 
Fa:  713-599-3781 

9.2 AI Notices required hereunder may be sent by facsimile or mutually acceptable electronic 
means, a nationally recognized overnlght wurier service, first class mail or hand delivered. Any Notice 
sent pursuant to Sections 8.3, I O ,  I I, 12, 15.2, or 19.10 shall not be sent via electronic means. 

9.3 Notice shall be given when received on a Business Day by the addressee. In the absence of 
proof of the actual receipt date, the following presumptions shall apply Notices sent by facsimile shall be 
deemed to have been received upon the sending Party's receipt of its facsimile machine's confirmation of 
successful transmission. If the day on which such facsimile is received is not a Business Day or is after 
500 p.m. on a Business Day, then such facsimile shall be deemed to have been received on the next 
following Business Day. Notice by overnight mail or courier shall be deemed received on the next 
Business Day after it was sent or such earlier time as confirmed by the receiving Party. Notice via first 
class mail shall be considered delivered five Business Days after mailing. 

SECTION I O .  CREDIT 
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SECTION 11. EVENTS OF DEFAULT; REME 

i 1 

L .. REDACTED 

11 

Gas Sale and Purchase Contract (December 1,2004) 



REDACTED 
. .  

12 

Gas Sale and Purchase Contract (December 1 , Z W )  



REDACTED 
SECTION 12. FORCE MAJEURE 

REDACTED 

i :. . . 

. . ~  .~ ~ . 
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SECTION 13. UNEXCUSED FAILURE TO DEUVEIURECEIVE GAS; REMEDY 

REDACTED 
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SECTION 14. LIMITATIONS 

THE PARTIES CONFIRM THAT THE EXPRESS REMEDIES AND MEASURES OF DAMAGES 
PROVIDED IN THIS AGREEMENT SATISFY THE ESSENTIAL PURPOSES HEREOF. FOR BREACH 
OF ANY PROVISION FOR WHICH AN EXPRESS REMEDY OR MEASURE OF DAMAGES IS 
PROVIDED, SUCH EXPRESS REMEDY OR MEASURE OF DAMAGES SHALL BE THE SOLE AND 
EXCLUSIVE REMEDY, 1HE OBLIGOR'S LlABlLrPl SHALL BE LIMITED AS SET FORTH IN SUCH 
PROVISION AND ALL OTHER REMEDIES OR DAMAGES AT LAW OR IN EQUITYARE WANED. IF 
NO REMEDY OR MEASURE OF DAMAGES IS EXPRESSLY PROVIDED HEREIN, THE OBLIGORS 
LIABILITY SHALL BE LIMITED TO DIRECT ACTUAL DAMAGES ONLY, SUCH DIRECT ACTUAL 
DAMAGES SHALL BE M E  SOLE AND U(CLUS1VE REMEDY AND ALL OTHER REMEDIES OR 
DAMAGES AT LAW OR IN EQUITY ARE WANED. NEITHER PARTY SHALL BE LIABLE FOR 
CONSEQUENTIAL. INCIDENTAL, PUNITIVE. EXEMPLARY OR INDIRECT DAMAGES, LOST PROFITS 
OR OTHER BUSINESS INTERRUPTION DAMAGES, BY STATUTE. IN TORT OR CONTRACT, UNDER 
ANY INDEMNITY PROVISION OR OTHERWISE. IT IS THE INTENT OF THE PARTIES THAT THE 
LIMITATIONS HEREIN IMPOSED ON REMEDIES AND THE MEASURE OF DAMAGES BE WITHOUT 
REGARD TO THE CAUSE OR CAUSES RELATED THERETO, INCLUDING THE NEGLIGENCE OF 
ANY PARTY, WHETHER SUCH NEGLIGENCE BE SOLE, JOINT OR CONCURRENT, OR ACTIVE OR 
PASSIVE. TO THE EXTENT ANY DAMAGES REQUIRED TO BE PAID HEREUNDER ARE 
LIQUIDATED, THE PARTIES ACKNOWLEDGE THAT THE DAMAGES ARE DIFFICULT OR 
IMPOSSISLE TO DETERMINE, OR OTHERWISE OBTAINING AN ADEQUATE REMEDY IS 
INCONVENIENT AND THE DAMAGES CALCULATED HEREUNDER CONSTITUTE A REASONABLE 
APPROXIMATION OF THE HARM OR LOSS. 

e- : 
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SECTION 15. CONDITIONS PRECEDENT 

REDACTED 
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SECTION 16. Intentionally Omitted. 

REDACTED 
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SECTION 18. REPRESENTA- WARRANTIES 

18.1 
the end of the Term, each Party represents and warrants to the other Party that 

At all times beginning with the Effective Date (unless otherwise provided below) and ending at 
.. 

(vii) 

(viii) 

the execution, delivery and performance of this Contract are wKhin its powers. have been duly 
authorized by all necessary actiin and do not violate any of the terms and conditions in its 
governing documents, any contracts to which it Is a party or any Law, d e .  regulation order or the 
like applicable to it: 

it is duly organized, validly existing and In good standing under the laws of the jurisdiction of its 
formation; 

beginning at the time of commencement of any delivery obligations hereunder, it will have all 
Governmental Approvals required for it to legally perform its obligations under this Contact; 

this Contract, and each other'document exearted and delivered h accordance with thls Contract 
constitutes its legally valid and binding obligations enforceable against it in accordance with their 
respective terms (subject to applicable bankruptcy, reorganization. moratorium or similar Laws 
affecting creditors' mhts generally and subject, as to enforceabiiity, to equitable principles of 
general application regardless of whether enforcement is sought in a proceeding in equity or at  
law); 

there are no proceedings similar to those descnied in Section 11.1 (i) through (v) pending or 
being contemplated by it or, to its knowledge, threatened against it; 

except with respect to FERC proceedings in connection with the Cypress Pipeline, there is not 
pending or, to its knowledge, threatened against it or any of its Affiliatas any legal proceedings 
that could materially adversely affect its ability to perform its obligations under this Contract; 

no Event of Default with resped to it has cccurred and is continuing and no such event or 
circumstance would o a r  as a result of its entering into or performing its obligations under this 
Contract; 

it is actina for its own account has made its own independent decision to enter into this Contract 
and as towhether this Contract is appropriate or proper far it based upon its own judgment, is not 
relying upon the adhe  or recommendations of the other Party in so doing, and is capable of 
assessing the merits of and understanding, and understands and accepts. the terms, conditions 
and risks of this Contract; 

it has entered into this Contract in connection with the conduct of its business and it has the (ix) 
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capacity or ability to make or take delivery of the Gas referred to hereunder and the material 
economic terms hereof have been subject to Individual negotiation by the Parties. 

it is the understanding of both of the Parties that this Contract constitutes a Yoforward contra@ 
within the meaning of the United States Bankruptcy Code and that each of Buyer and Seller is (i) 
a "forward contract merchant" within the meaning of the United States Bankruptcy Code. (ii) an 
'eligible conhad participanr as such term is defined in the Cmmcdi i  Exchmvlge ~ c t ,  as mended 7 
U.S.C. 5 I (a) (12), and fii) an 'eligible aunmerdai enw as such term is defined h the cwnmodity 
ExchangeAc4asamended7U.S.C.5 1 (a)(ll). 

18.2 Seller further represents and warrants to Buyer that Seller andlor its Affiliates will either own or 
hold firm rights to (i) terminalling capacity at the Elba Island LNG Terminal, (ii) LNG supplies; and (iii) 
transportation capacity to effect delivery to any Alternate Delivery Point@) (to the extent that the Parties 
have agreed upon an Alternate Delivery Point that requires Seller to obtain transportation), all to the 
extent necessary to meet Seller's obligations to Buyer under this Contract. 

SECTION 19. MISCELLANEOUS 

19.1 Assionment. No assignment of this Contract, in whole or h part, whether by merger and 
operation of law or otherwise, will be made without the prior written consent of  the non-assigning Party, 
which consent shall not be unreasonably withheld or delayed; provided, however, either Party may 
transfer its interest to any Aftiliate by assignment, merger or otherwise without the prior approval of the 
other Party if (i) such transfer or assignment is to an entity whose creditworthiness is equal to or better 
than that of the transferee party immediately preceding the transfer, (ii) such transfer has no adverse tax 
consequences to the non-transferring Party. (iii) the assignee agrees in writlng to be baund to all of the 
assignots obligatlons under this Contract, and (iv) such transfer does not affect any Guarantee (or the 
benefit to the named beneficiary there09 that has been previously provided to the non-transferring Party 
and that was still In effect immediately prior to such transfer. 

19.2 Severabilii. If any term or provision of this Contract cr the application thereof to any Person or 
circumstance is held to be illegal, invalid or unenforceable under any present or future Law or by any 
Governmental Agency, (a) such term or provision shall be fully severable. (b) this Contract shall be 
construed and enforced as if such illegal, invalid or unenforceable pmvlsion had never comprised a part 
hereof. (c) the remaining provislons of this Contract shall remain in full f m  and effect and shall not be 
affected by the Illegal, Invalid or unenforceable provision or by its s e v m c e  herefrom and (d) the Parties 
shall negotiate in good faith to agree upon legal, valid and enforceable substitute provislons to carry out 
the purposes and intent of the illegal, invalid or unenforceable terms and provisions. 

19.3 m. Any term or condition of this Contract may be waived at any time by the Party hereto 
that is entitled to the benefit thereof, but no such waiver shall be effective unless set forth in a written 
instrument duly executed by or on behalf of the Party waiving such term or condition. The failure or delay 
of either Party to require performance by the other Party of any provision of this Contract shall not affect 
its rlght to require performance of such provision unless and until such performance has been waived by 
such Party in writing in accordance with the terms hereof. No waiver by either Party of any term or 
condition ofthis Contract, in any one or more instances, shall be deemed to be or construed as a waiver 
of the same or any other term or condition of this Contract on any fub.ire occasion. 

19.4 Entire Aoreernent. This Contract sets forth all understandings between the Parties respecting 
the transaction contemplated herein, and any prior contracts. understandings and representations, 
whether oral or wiiten, relating to such transaction are merged into and superseded by this Contract. 
Except as otherwise provided in Section 3.4 hereof, this Contract may be amended only by a writing 
executed by both Parties. 

19.5 Govemina Law. The validity. interpretation and perfcnnance of this Contract and each of its 
provisions shall be governed by the appkabie laws of the state of NewYork. withcut regard to the application 
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of such state's laws relating to conflicts of laws (except for Sectim 51401 and 5-1402 of the General 
Obligations Laws). 

19.6 m. EACH OF THE PARTIES HERETO HEREBY SUBMITS TO THE JURISDICTION OF 
ANY COURT SITTING OUTSIDE OF THE STATE OF TEXAS. THE STATE OF LOUISWJA, THE 
STATE OF ILLINOIS, OR THE STATE OF MISSISSIPPI FOR PURPOSES OF ALL LEGAL 
PROCEEDINGS ARISING OUT OF OR RELATING TO THIS CONTRACT OR THE TRANSACTIONS 
CONTEMPLATED HEREBY, AND AGREES THAT SUCH COURTS SITTING OUTSIDE OF THE STAE 
T W ,  THE STATE OF LOUISIANA, THE STATE OF ILLINOIS, OR THE STATE OF MISSISSIPPI 
SHALL BE THE EXCLUSIVE FORUMS FOR RESOLVING ANY DISPUTE OR CONTROVERSY UNDER 
OR WITH RESPECT TO THIS CONTRACT. EACH OF THE PARTIES HERFTO HEREBY 
IRREVOCABLY WANES, TO THE FULLEST UCTENT IT MAY EFFECTIVELY DO SO, ANY 
OBJECTION WHICH IT MAY NOW OR HEREAFTER HAVE TO THE LAYING OF THE VENUE OF ANY 
SUCH PROCEEDINGS BROUGHT IN SUCH COURTS AND ANY C W M S  THAT ANY SUCH 
PROCEEDINGS BROUGHT IN SUCH COURTS HAVE BEEN BROUGHT IN INCONVENIENT 
FORUMS. 

19.7 Walver of Jurv Trial. EACH OF THE PARTIES HERETO HEREBY WAIVES ANY RIGHT TO 
HAVE A JURY PARTICIPATE IN RESOLVING ANY DISPUE, WHETHER SOUNDING IN CONTRACT, 
TORT OR OTHERWISE AMONG ANY OF THEM ARISING OUT OF, CONNECTED WITH, RELATING 
TO OR INCIDENTAL TO THE RELATIONSHIP BETWEEN THEM IN CONNECTION WITH THIS 
CONTRACT. 

19.8 Third Parties. This Contract is intended solely for the benefk of the Parties. Nothing in this 
Contract shall be construed to create any duty or liability to, or standard of care with reference to, any 
other Person. 

19.9 The headhgs and subheadings wntahed in this Contract are used solely for 
convenience and do not constitute a part OF this Canbad between the Parties and shall not be used to 
construe or interpret the provisions of this Contract. 

19.10 Neither Party shall disclose directly or indirectly without the prior witten 
consent of the other Party the terms of this Contract to a thlrd party (other than the employees, lenden. 
royalty owners, counsel. accountants and other agents of the Party and its Affiliates. prospective 
purchasers of all or substantially all of a Party's assets or of any rights under this Contract. provided such 
Persons shall have agreed to keep such t ens  mnffdential) except (7) in order to comply with any 
applicable Law, order, regulation, or exchange rule (including without exclusion disclosures required by 
the Securities and Exchange Commission), (ii) to the d e n t  necessary for the enforcement of this 
Contract, (lii) to the extent necsssary to implement any delivery M receipt of Gas under this Contract, or 
(iv) to the extent such information Is delivered to such third Party for the sole purpose of calculating a 
published index (provided, however. that such information shall be handled in an aggregate form with 
other data such that it cannol be used to identify the Parties to this Contract). Each Party shall notify the 
other Party of any proceeding of which it is aware which may result In disclosure of the terms of this 
Contract (other than as pennitled hereunder), if and to the extent that such no t i i t i on  does not violate 
any order or decree with regard to such proceeding, and shall use reasonable efforts to prevent or limit 
the disclosure. Subject to Section 14. the Parties shall be entitled to all remedies available at law or In 
equity to enforce. w seek relief in connection with this confidentiality obligation. Notwithstanding anything 
to the contrwy in this Section 19.10, Buyer shall have the rlQht to provide a copy of this Contract to the 
Florida Public Secvice Commission and any other entity that is a parly to the relevant docket that has 
executed a confidentiality agreement to retain such information confidential, without prior notice to or the 
consent of Seller, in connection with Buyer's attempts to obtain the Florida Publlc Service Commission's 
approval of this Contract; provided. however, that at the time Buyer provides this Contract to the Florida 
Public Service Commission, Buyer shall petikn the M i a  Public Service Commission to keep 
confidential for a period of eighteen months certain iflfortnatlon contained herein, including without 
limitation. all information related to the Contract Price and the Contract Quantity. Buyer shall Inform Seller 
within two Business Days if the Florida Public Service Commission denies Buyer's request to keep such 

22 

Headinas. 

Confidentiality, 

Gas Sale and Purchase Contract (December 1,2004) 



r . 

.. - 

- 

information confidenlai for such period. In such event, Seller shall have the right to immediately 
terminate this Contract by written notice to Buyer. During the Tern of this Conbad. at Sdlefs request, 
Buyw shall mopeate with Seller to petition the Florida Public Service Commission for extensian of the 
canfidential treatment of the information related to the Contract Price and the Contract Quantity for 
periods beyond the initial eighteen months. 

19.1 I Market D i s i ~ ~ t i n  ARectina Price Source. The following provisbns shall be applicable where the 
Contract Price is determined by reference to a third-party information source or with respect to instances in 
which the Spot Prke is applied 

19.11.1 Markel Disruotion. If a Market D i p t l o n  Event (as defined below) occurs during the 
Determination Period (as defined below), the Floating Price (as defined below) fw the affected Trading 
Day(s) (as defined below) shall be determined pursuant lo the Floating Price for the first Trading Day 
thereafter on which no Market Disruption Event exists; provided. however. that if the Floating Price Is not 
so determined within three Business Days after the first Trading Day on which the Market Disruption 
Event occumd or existed, then the Parties shall negotiate in good faii to agree on a Floating Price (or a 
method for determining a Floathg Price), and if the Parties have not so agreed on or before the 12th 
Business Day following the first Trading Day on which the Market Disruption Event occurred or existed, 
then the floating Prlce shall be determined in good faith by Buyer by taking the average of two or more 
dealer quotes. "Market Disruption Event" means, with resped to any Pdce Source (as defined below), 
any of the following events (the existence of which shall be determined in sood faith by Buyer): (i) the 
failure of the Price Source to announce or  publish information necessary far determining the Floating 
Price; (ii) the failure of trading to commence or the permanent discontinuation or material suspenslon of 
trading in the relevant options contract or commodity on the Exchange (as defined below) or in the market 
specified for determining a Floating Price; (iii) the temporary or permanent discontinuance or 
unavailability of the Price Source (iv) the temporay or permanent Closing of any Exchange specified for 
determining a floating Price; or (v) a material change in the formula for the method of determining the 
Floating Prke. "Pdce Source" means the publication (or soGh other origin of reference, including an 
Exchange) contahing (or reporting) the specified price (or prices fmrn which the specified price is 
calculated). 'Floatina Price. means the Contract Price that is based upon a Plice Source. 'Excharmem 
means, In respect of a price, the exchange or principal trading market specified in the calculation of such 
price. 'Determination Period' means each calendar Month, a part or all of which is within the delhery 
period during which the relevant price applies. Tradina Daf means a day in respect of which the 
relevant Price Source published the floating Price. 

19.11.2 Corrections to Published Prices. For purposes of determining the relevant prices for 
any Day. if the price published or announced on a given Day and used or to be used to determine a 
relevant price is subsequently corrected and the correction is published or announced by the person 
responsible for mat publlcatbn or announcement, either Party may n o m  the other Party of (0 that 
correct!a and (ii) the amount (if any) that is payable as a result of that correction. if a Party gives notice 
that an amount is so payable, the Party that origiiaily either received or retained such amount will, not 
later than two Business Days after the effectiveness of that notice, pay, subject to any applicable 
conditions precedent, to the other Party that amount, together with interest at a rate equal to the lower of  
(x) the then-effective prime rate of interest published under "Money Rates' by The Wall Skeet Journal; or 
(y) the maximum applicable iawfui interest rate, for the period fmrn and induding the day on which 
payment originally was (or was not) made to but excluding the day of payment of the refund or payment 
resulting from that mrrection. 

19.11.3 Calculation of Floatina Price. For the purposes of the calculation of a Floating Price, ail 
numbers shall be rounded to three decimal places. if the fourth decimal number is h e  or greater, then 
the third decimal number shall be increased by one. and if the fourth decimal number is less than fwe, 
then the third decimal numbershall remain unchanged. 

19.12 Construction. The language used in this Contract is the product of both Parties' efforts and 
each Party hereby irrevocably waives the benefit of any rule of contract construction which disfavors the 
drafter of a contract or the drafter of specific language in a contract. 
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19.13 Remrdinq. The Parties agree that each Party may electronically rscord all telephone 
conversations with respect to this Contract between their respective employees, without any special 01 

further notice to the other Party. Each Patty shall obtain any ne- consent of its agents and 
employees to such recording. Each Par& waives any objections to the introduction of the recorded 
conversations into evidence In any proceeding based on the StaMe of Frauds, the parol evidence nrle, OT 
the best evidence rule. Each Party waives any objection or defense to its authority OT the authority of its 
employee provided that such employee can be Identified on the relevant employing P a w s  recording. No 
Party may knowingly destroy or erase a recording once the possessing Party becomes aware of an actual 
dispute in which ths recording may reasonably be antiapated to be discoverable. 

19.14 IndeDendent Contractors. The Parties are independent contractors. Nothing contained in this 
Contract shall be deemed to create an association, joint venture, partnership w principal/agent 
relationship between the Parties hereto or to Impose any partnership obligation or liability on either Party. 
Neither Party shall have any right. power or authority hereunder to enter into any agreement or 
commitment. act on behalf of, or otherwise bind the other Party in any way. 

19.15 Survival. 7he rights of either Party pursuant to Sections 7. 8.3, 11, 19.10 and any other 
provision(s) of this Contract that expressly or by implicatlon comes Into or remains in force following the 
termination or expiration of this Contract shall survive the terminatlon or expiration of thls Contract. 

19.16 lmaaed Aareement. Any original executed counterpart of thls Contract, or other related 
document may be photocopied and stored on computer tapes and disks (the 'Imaged Agreement"). The 
Imaged Agreement, if Introduced as evidence on paper, a t a p  or other electronic recording of an oral 
agreement to a Price Change made pursuant to Section 3.4 (the "Transaction Tape'), if introduced as 
evidence in its original form and as transcribed onto paper, and ail computer records of the foregoing, if 
introduced as evidence in printed fma t ,  in any judicial, arbltration, mediation or administrative 
proceedings, will be admissible as between the Patties to the same extent and under the same conditions 
as other business records originated and maintalned In documentaty form. Neither Party shall object to 
the admissibility of the Transadon Tape. or the Imaged Agreement (or photocopies of the transcription of 
the Transaction Tape, or the Imaged Agreement) on the bask that such were not originated or 
maintained in documentary form under the hearsay rule, the best evidence rule. or the parol evidence 
rule. 

19.17 Counternarts. This Contract may be executed in several wntrparts,  and all such 
counterparts shall constitute one agreement binding on both Parties hereto and shall have the same force 
and effect as an original instrumenl. 

(Remainder of page intentionally left blank. Signature page to follow.) 
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IN WITNESS WHEREOF, the Parties have caused this Contract to be executed by their respective duly 
authorized offcers as of the Effective Date. 
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PRECEDENT AGREEMEW 

This Precedent Agreement is made and entered into as of the 2nd day of 

December, 2004, by and between Southem Natural Gas Company (“Southern"), a 

Delaware corporation, and Florida Power Corporation d/b/a Progress Energy 

Florida, Inc. (“Shipper”), a Florida Corporation (hereinafter Shipper and S o u t h a  

are sometimes refaed to individually as “Party” or collectively as the “Parties”) 

pursuant to the following terms, conditions, and representations: 

WITNESSETH: 

WHEREAS, Southern proposes to design, mnstmct, own and operate an 

expansion of its existing natural gas pipeline system (the “Cypress Project’) that 

extends from a point of interconnection with SoUthem’s existing pipeliie facilities 

downstream of Soutbein LNG Company, L.L.C.’s (“Southern LNG”) Elba Island 

LNG Taminal (“Elba Island“) in Chatham County, Georgia, to an interConnedon 

with the existing natural gas transmission facilities of Florida Gas Transmission 

Company (“FGT”) in Clay County, Florida; and 

WHEREAS, the Cypress Project is proposed to consist of and shall herein 

be defined as (i) approximately 166 miles of 24-inch pipeline; and (ii) a 

bidirectional meter station at the interconnection of Southern and FGT in Clay 

County, Florida (“FGT Interconnection”); and 

WHEREAS, Shippg desires to receive firm transportation service from 

Southem pursuant to (i) the terms of a Service Agreement containing substantially 

the same terms and conditions as set f o f i  below in Section 1; and (ii) Rate 
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Schedule FT under Volume I of Southem's FERC G ~ s  Tariff("~~riff*), hereinafter 

the "FT Service"; and 

WHEREAS, Shippa will also subscribe to an expansion on F G T ~  pipelbe 

system into or fiom Southem's system at the FGT hkrCOMWtiOn in order to 

receive gas at Shippds generating plant in Polk County, Florida, and other 

delivery points on FGTs system for Shipper's system supply ('FGT Erpnnsion"); 

and 

WHEREAS, to effectuate this proposal to construct the Cypress project 

and provide FT service to Shipper, Southern will file an application with the 

Federal Energy Regulatory Commission ("FERC") for authorization to construct, 

install, operate and maintain the Cypress Project for the purpose of providing the 

FT Service to Shipper; and 

WHEREAS, Southem will hold an open season to solicit bids h r n  other 

prospective s h i p  interested in subscribing for firm transportation service; and 

-AS, Southern and Shipper now desire to enter into this binding 

precedent agreement (Trecedent Agreement") setting forth the terms and 

conditions under which the Parties may subsequently execute a definitive s e n i c e  

agreement for the FT Service on Southern's system ("Service Agreement''). 

NOW TBREFORE, in consideration of the mutual covenants set forth in 

this agreement, and other good and valuable consideration the receipt and 

sufficiency of which are hereby acknowledged, Southern and Shipper agree as 

follows: 
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1. Firm Service Obligation, 

Subject to the terms and Conditions of this Precedent Agrement, any t m s  

and conditions which may be imposed by the FERC and the terms and conditions 

of Southern’s Tariff, Southern agrees to provide to Shipper FT Senice as described 

below. Such FT Service shall be provided in accordance with the terms of a Service 

Agreement to be executed between Southem and Shipper. A profdrma copy of the 

Service Agreement is set forth in Exhibit “B” attached hereto and made a part 

hereof. Such Service Agreement shall contain the tenns and conditions that are 

substantially in accordance with the following: 

(a) The FT Service will be for the Transportation Demand (“TD”) 

stated in MMBtu as set forth on Exhibit “A“ attached hereto, 

commencing on the date that both of (1) the Southern facilities 

comprising the Cypress Project, and (2) the FGT Expansion are 

capable of prbviding such transportation service on a firm daily 

basis (the “Commencement Date”). 

The firm Receipt Point designated on Exhibit “A” to the Service 

Agreement shall be the Elba Island Receipt Point and the firm 

Delivery Point designated on Exhibit “B” to the Service Agreement 

shall be the FGT Interconnection. Shipper shall have secondary 

rights to alternate receipt and delivery points on Southern’s system 

as set forth in Southern’s TarifX 

The initial term of the FT Service described in Section (a) above 

shall be twenty (20) years fkom the Commencement Date of FT 

(b) 

(c) 
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Service set forth above (the ‘‘Primary Term”). shippa shall have 

the rjght to extend the Primary Term of the Service Agreement for 

the FT Service described in Section (a) above for one or more 

periods of three (3) years at Southem’s then applicable 

lawful rate (any such period being hereinafter referred to as m 

‘=Evergreen Extension”) by providing Southern with written notie 

of the exercise of such right at least two (2) years prior to the end of 

the Primary Term or any Evergreen Extension thereto. 

The rate to be charged Shipper for the FT Service shall be a 

negotiated reservation rate of per -tu for the primary 

Term of this Precedent Agreement and successor Service 

Agreanent, plus the maximurn commodity charge for the 

applicable zonds) of service as set forth in Southern’s Tariff. The 

rate to be charged Shipper for fie1 under this Precedent Agreement 

and successor Service Agrement shall be Southern’s generally 

applicable and approved fuel charge established pursuant to 

Southern’s Tariff. 

a t i o n  to the rates provided for under Section l(d) above, 

shipper will compensate Southem for an)’ Other FERC approved, 

generally applicable charges or surcharges applicable to the IT 

Service. 

Southem shall have the unilateral right to file for generally 

applicable changes in its maximum rates or my other provisions in 

s P i P h \ m  w-pmpnrbmes4.k 
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. .  . . .. 

its FERC Gas Tariff and the Service Agrement including, but not 

limited to, provisions relating to compensation for fuel and lost and 

unaccounted for gas or electric usage applicable to the service 

hereunder. Subject to the provisions in Section l(d) above, such 

changes shall be effective and applicable, subject to refund as 

determined by the FERC, after the required notice or at the end of 

any suspension period ordered by the FERC, and any such rates, 

charges, surcharges or terms and conditions of service accepted by 

the FERC shall be effective under the Service Agreement. It is 

understood and agreed that the generally applicable fie1 retention 

percentage and the surcharges set forth in Section l(e) above are 

designed to change fiom time to time consistent with Southern’s 

FERC Gas Tariff and FERC Regulations. With respect to the 

services provided under this Precedent Agreement (and any 

successor Service Agreement), and notwithstanding the foregoing, 

(i) Shipper shall not have the right to intervene and protest in any 

rate filing by Southern with respect to changes in Southern’s 

recourse rates during the Primary Term of this Precedent Agreement 

or the Senice Agreement, and (5) Shipper shall have the right to 

intervene and protest (a) any filing involving generally applicable 

charges or surcharges in accordance with Sections l(e) above, or @) 

any filing involving the terms and conditions of service in 

Southern’s Tariff, or (c) any rate filing applicable to services 
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received by Shipper *om Southern 0th 

hereunder. 

Notwithstanding the rate cap set forth in Section 1 (d) above, 

if, while the negotiated reservation rate of- p a  =tu is in 

effect, Southem's costs to provide transportation services we 

adversely affected as a result of State, local or federal legislation or 

regulation specifically including, but not l i i t e d  to orders, 

regulations, des or opinions by the FERC, Environmental 

Protection Agency, Department of Transportation, U.S. Army Corps 

of Engineers, Internal Revenue Service, U. S. Fish and Wildlife 

Service or any other State or federal agency or court of law andor 

my changes in Generally Accepted Accounting Principles (GAAP), 

that has a general or industry wide effect which causes the total cost 

of savice to Southern of providing Shipper the bmsportation 

senrice ,to be materially and advmely increased; then Southern may 

provide Written notice to Shipper requesting to increase Shipper's 

rates to take into account the costs associated with the legislation or 

regulation. For purposes of the previous sentence, "materially and 

adversely" shall be defined as an overall increase in Southern's total 

cost of service to provide senice to Shipper as contemplated by this 

Precedent Agreement of 25% or more (after taking hto 

consideration any offsetting decreases in other costs or increases in 

other revenues *om regulatory events such as those described 

those 

(9) 
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above), calculated on a net present value basis, discounted at an 8% 

discount rate. Such written notice requesting an adjusmat in the 

rates shall specifically state (i) the legislation or regulation 

impacting such costs or revenues; (ii) the obligation by Southan to 

comply with such regulation or legislation; and (iii) how, and the 

extent to which, such legislation or regulation materially and 

adversely increases Southern’s total cost of service to provide 

savice to Shipper as contemplated by this Precedent Agreement. 

Once Southern has provided such notice, the Parties shall meet 

within thirty (30) days to discuss possible means of correcting the 

material and adverse impact and shall attempt in good faith to 

negotiate a mutually acceptable solution, including, but not limited 

to, an amendment to the rate discount through an increase of the 

reservation or transportation charges. If the Parties are unable 

within 120 days after the receipt of such notice to agree upon a 

mutually acceptable solution, then either Party may, upon 30 days 

prior written notice to the other, invoke alternative dispute 

resolution procedures consistent with the commercial arbitration 

rules of the American Arbitration Association in order to d e t d e  

how to mitigate the adverse impact in light of all of the facts and 

circumstances existing at that time. Any rate increase agreed upon 

by Southern and Shipper or that is approved through the alternate 

dispute resolution procedures shall only go into effect prospectively 



c o ~ ~ c i n g  upon the date that either the Parties agree upon the rate 

change or such rate change is approved through the d tmate  dispute 

resolution procedures. Notwithstanding the foregoing, no rate 

increase or increases adopted pursuant to this Section l(g), whether 

agreed to by Southern and Shipper or approved through the alternate 

dispute resolution procedures described herein, shall result in an 

aggregate increase in the negotiated reservation rate provided 

hereundex of more than twenty-five per cent (25%). 

2. ADorovals; CooDeration. 

(a) Upon execution of this Precedent Agreement, Southem and Shipper 

agree to promptly seek, and to exercise good faith efforts to cause 

any and all other parties whose participation is required to promptly 

seek the regulatory approvals, hcluding from the FERC all 

necessary authorizations under the Natural Gas Act (the “FERC 

Authorizations”), as may be necessary to construct, install and 

operate the Cypress Project consistent with the terms of this 

Precedent Agreement. Southern and Shippa reserve the right to file 

and prosecute applications for any required authorizations, any 

supplement or amendment to an application, and any court review as 

each deems in its best interests. 

(b) Southem shall provide Shipper &om time to time, but in no went 

less kequently than once a month, with updates of its progress in 

obtaining the FERC Authorizations to construct the Cypress Project. 
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(C) southem and Shipper each agree to execute and deliver dl other 

additional instruments and documents, and to do all otha  acts, 

may be reasonably necessary to effectuate the terms and provisions 

of this Precedent Agreement. 

Southem shall not be obligated to prosecute its application with the 

FERC or seek any other regulatory approvals or permit applications 

or proceed with the construction of the Cypress Project unless and 

until i t  holds an open season soliciting bids from other shippers. 

Once the open season for subscription for the Cypress Project has 

closed and been finalized, Southem will actively pursue design, 

engineering and title work as necessary to facilitate the filing of the 

FERC Authorizations and the FERC review process, but it shall not 

be required to commit significant capital expenditures for nghtsf- 

way or materials for the project unless and until it receives a 

Preliminary Determination, as defined in Section 5(a)(i)(B) below, 

from the FERC approving the commercial aspects of the filing in a 

manner amptable to Southern or until a l l  conditions precedent set 

forth in Section 5(b) below are met by Shipper. 

(d) 

(e) 

3. Acceptance of FERC Authorization. 

Within 10 business days of Southem receiving the FERC 

Authorizations, Southern shall notify Shipper of its intent to accept or reject 

the FERC Authorizations. Shipper shall, within fifteen (1 5)  days after the 

date Southem provides an electronic copy to Shipper by ernail of FERC's 



Preliminary Determination on the Cypress Project, notify southm in 

Mithg of any terms or conditions in the Preliminary Determination that 

materially and adversely af€ect Shipper, as further dehned below, and 

whether Shipper has any material objections to such P r e m  

Determination. Neither Southem, in the case of the FERC Authorizations, 

nor Shipper, in the case of the Preliminary Determination, shall be under 

any obligation to accept the respective terms of the FERC Authorkations or 

Preliminary Deterrmna * tion if they contain terms or conditions which are 

reasonably likely to have a matend and adverse effect A material and 

adverse effect shall be de- as (i) having a material and adverse impact 

on the financial benefits to either Southem or Shipper arising out of the 

transactions contemplated hereby, or (ii) imposing u p n  Southern or 

Shipper material business or regulatory risks, as Southern or Shipper, 

respectively, in their sole discretion shall determine or (iii) being directly 

contrary to the terms and conditions contained in this Precedent Agreement. 

Such material business or regulatory risks could include, but not be limited 

to, the ability of Southern to obtain r0Ikd-h rate treatment for the Cypress 

Project. 

Notwithstanding the above, in the event the FERC Authorizations or 

Preliminary Determination contain unsatisfactory, material terms and 

conditions consistent with the provision described above, Shipper and 

Southern agree that, prior to the date by which rehearing must be requested 

of the Preliminary Determination in the case where Shipper objects to the 
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Preliminary Determination or the date that South= must accept the 

certificate under Section 157.20 of the FERC Regulations in the w e  where 

Southern objects to the FERC Authorizations, Southern a d  shipper 

discuss potential options to adjust the rate set forth above in Paragraph 1 (d) 

in order to compensate, as appropriate, (i) Southem for accepting the 

certificate and proceeding with the Cypress Project and the transaction 

contemplated herein, and (ii) Shipper for accepting the Preliminary 

Determination and proceeding with the transaction contemplated herein. If 

the Parties can agree on the meam to adjust the rate, then they will 

document such agreement by execution of an amendment to this agreement 

or execution of a Service Agreement with the applicable terms prior to the 

date by which rehearing requests are due for the Preliminary Dete~mination 

or Southem is required to accept the FERC certificate. In the event that 

Shipper issues notice in Writing to Southern of its objection to the terms of 

the P r e w  Determination or Southern issues notice in writing to 

Shipper of its objection to the t a m s  of the FERC Authorizations, and the 

Parties cannot agree on the means to adjust the rate, then the Party issuing 

the notice of objections shall have the right to terminate this Precedent 

Agreement. Such right must be exercised by written notice to the other 

Parcy provided, Tespectively, by Shipper no later than the date upon which 

reheaTing requests for the P r e l i  Determination are due or by 

Southern no later than twenty-nine (29) days after issuance of the certificate 

and such right to terminate under this Section 3 shall be deemed to be 
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waived if such right is not exercised by providing such notice in the m m  

and within the times specified herein. In the event either Party provides the 

other Party with notice of its objection to the PreliminaTy Determination or 

the tenns of the FERC Authorizations as set forth above but does not 

exercise its right to terminate this Precedent Agreement under this Section 

3, the Parties shall remain bound to perfom their obligations under this 

Precedent Agreement. 

Nothing contained herein shall prevent Southern or Shipper from 

seeking rehearing of any unfavorable term or condition contained in the 

Preliminary Determination or the FERC Authorizations in a manner that is 

consistent with the terms of this Precedent Agreement or the Service 

Agreement, even if Southem accepts the certificate as provided above. 

4. Service Aereement: In-Service Date. 

Subject to the satisfaction or waiver of the conditions precedent set 

forth in Section 5 below, within ten (IO) days of Southern fling 

with the FERC a letter of acceptance, Southern and Shipper shall 

execute and deliver a standard form of firm Service Agreement as 

set forth in Exhibit "B", attached hereto and made a part hereof, that 

incorporates terms and conditions that are substantially in 

accordance with Section 1 above. 

Upon execution and delivery of the Service Agreement by each 

Party and once all of the Conditions Precedent set forth in Section 5 

below are met or waived, Southern will use due diligence to 

n:'~ncjpnss p*lirr- .grpogmshii .dos 
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construct and install the Cypress Project to commence the FT 

Savice by May 1,2007, or such other mutually agreeable date (the 

“In Service Date”). Shipper agrees and understands that any delays 

in receiving FERC approval may cause delays in reaching the h 

Service Date. Southern and Shipper will discuss any changes to the 

In Service Date based on the status of the regulatory process. At 

Shippers request, Southern agrees to timely review with Shipper its 

desiga drawings and specifications, bill of material, bid results, and 

construction contract and specifications (collectively, the 

“Construction Documents”) for the construction of the Cypress 

Project to Shippet so that Shipper is kept abreast of Southan’s 

construction progress. 

5. Conditions F’recedent. 

(a) Notwithstanding any of the foregoing to the contrary, the obligation 

of Southern to construct, install and operate the Cypress Project and 

to execute the Senice Agreement is subject to the fulfillment of 

condition (i)(A) and the waiver by Southern or fultillment of 

conditions (i)(B), (ii), and (E) as follows: 

(i) receipt and acceptance by Southern, as provided in Section 3 

above, of (A) and (B) below which shall be collectively referred 

to as the “Government Authorizations.” 

(A) authorizations from the FERC; the United States Army 

Corps of Engineers, the U.S: Fish and Wildlife Service, and any 
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other state and federal regulatory agencies, as necessary, to 

wn~trucf install and operate the Cypress Project on or before 

=-e This condition precedent may not be waived 

by Southern; and 

(B) FERC approval of the tenns of senice set forth above in 

Section 1, including, Without limitation, the rates hereunder in 

accordance with the terms of this Precedent Agreement in the 

form of a Preliminary Determinati on ("Rebinary 

Determination") on or before - and 

(ii) receipt by Southern of approval from the El Paso Corporation 

Board of Directors to construct, install and operate the Cypress 

Project on or before January 3 1,2005; and 

(s) receipt by Southern h o r n  Shipper and an additional &ppa or 

shippers for FT Service k m  the Cypress Project of - 
Southern shall p m e  satisfaction of each of the foregoing 

conditions precedent on a due diligent basis, If each of the 

conditions precedent shall not have been satisfied on terms and 

conditions acceptable to Southern or, with respect to conditions 

(i)(B), ( i i ,  and (iii) only, waived by Southern on or before the date 

indicated, then Southern or Shipper may terminate this Agrement 
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by giving written notice to the non-terminating Party at my time 

after the date the applicable condition precedent was to be satisfied 

or waived as set forth above, but prior to the satisfaction or waiver 

of the applicable condition precedent. Upon such tamination, 

neither Southern nor Shipper shall have any further obligations 

under this Precedent Agreement. Such notice shall be effective as 

of the date it is delivered to the U. S. Mail for delivery by certified 

mail, return receipt requested. 

Notwithstanding any of the foregoing to the contrary, the obligation 

of Shipper to execute the Service Agreement and to perfom the obligations 

hereunder is subject to the fulfillment or waiver by Shipper of the following 

conditions precedent (i), (ii), (iii), (iv), and (v), and the Ilfillment of the following 

condition precedent (vi): 

(b) 

(9 receipt by Shipper of approval horn the Progress Energy 

Florida, Inc. Board of Directors to execute the Service 

Agreement and subscribe to the FT Service as provided 

herein on or before January 3 1,2005; and 

execution by Shipper of an agreement with FGT to provide 

Shipper with firm transportation on FGTs system h m  the 

FGT interconnection with a TD equal to the FGT/TD's 

shown on Exhibit "A" attached hereto, on or before 

December 6,2004; and 

(ii) 
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(iii) receipt and acceptance by Shipper of all authorizations, 

approvals and/or exemptions from the Florida public Service 

Commission and 6-om any other regulatory body having 

jurisdiction necessary for Shipper to construct, own and 

operate an expansion at the Hines Generating Plant in Polk 

County, Florida, on or before May 1,2005; and 

(iv) execution by Shipper of a satisfactory agreement, as 

determined in Shipper's sole discretion, with BG LNG 

Senices, LLC to provide the natural gas supplies at Elba 

Island to serve Shipper's Hines Generating Plant and 

Shipper's other system supply requirements on or before 

December 6,2004; and 

receipt and acceptance by Shipper of all authorizations, 

approvals and/or exemptions h m  the Florida Public Service 

Commission and fkom any other regulatory body having 

jurisdiction necessary for Shipper on or before June 15,2005 

to (a) to contract for fuel tiom BG LNG Services, LLC at 

Elba Island to serve Shipper's Hines Generating Plant in 

Polk County, Florida, and Shipper's other system supply 

requirements, (b) to contract for  fir^^ transportation pursuant 

to this Precedent Agreement (and any successor service 

agreement), and (c) to contract for 5rm transportation on 

(VI 
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FGT pursuant to the agreement referenced in subsection 

5@)(ii) above; and 

demonstration to Southern’s satisfaction on or before January 

31, 2005, that Shipper is creditworthy to perform its 

financial obligations required under the terms of this 

Precedent Agreement that would support the consmction of 

the Cypress Pipeline by demonstrating Shipper’s ability to 

sustain the transaction under its own capital structure, or 

produce Southern with credit assurances of either (i) an 

acceptable intracorporate guarantee or (ii) letter of credit or 

other comparable surety with the value of at least two and 

one-half (2 %) years of transportation demand payments at 

shipper’s MDQ ‘Se t  forth above in Section l(a). 

Notwithstanding the date set forth above in which the 

condition precedent must be satisfied, Shipper shall be 

obligated to sustain its showing of creditworthiness 

throughout the tenn of the Service Agreement by providing 

southern with one of the acceptable credit assurances listed 

above. This condition precedent may not be waived by 

Shipper. 

Shipper shall pursue satisfaction of each of the foregoing conditions 

precedent on a due diligent basis. If each of the conditions precedent shall 

have not been satisfied or, with respect to conditions (i), (ii), (iii), (iv), and 
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(v) only, waived by Shipper on or before the date indicated, then Shipper or 

Southern may taminate this Agreement by giving written notice to the 

other Party thereof at any time after the date the applicable condition 

precedent was to be satisfied or waived, but prior to the satisfaction or 

waiver of the applicable condition precedent. Upon such tamination, 

neither Southern nor Shipper shall have any farther obligations under this 

Precedent Agreement. Such notice shall be effective as of the date it is 

delivered to the U. S. Mail for delivery by certified mail, return receipt 

requested. 

(c) The Government Authorizations required by Sections S(a)(i) and 5@)(iii) 

and (v) shall be final and duly granted without contingency by the 

authorities having jurisdiction; provided, however, that Southern or Shipper 

may, at their option, elect to waive the condition that such approvals be 

final. 

6. Notices. Notices made pursuant to the terms of this Precedent Agreement 

shall be sent to: 

If Southern: Southern Natural Gas Company 
Post Office Box 2563 
Birmingham, Alabama 35202-2563 
Attention: Director, Busk~ess Development 
Phone: 205/325-7146 
Fax: 2051325-3787 

If Shipper: Prog~ess Energy Florida, I~c. 
4 10 S. Wilmington Street (PEB 1 0) 
Raleigh, North Carolina 27601 
Attention: Contract Administration 
Phone: 919/5464280 
Fax: 9191546-2649 
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James H. JeBes N. 
Nelson Mullins Riley & Scarborough L.L.P. 
Bank of America Corporate Center, Suite 2400 
100 North Tryon Street 
Charlotte, North Carolina 28202-4000 
Office: (704) 417-3103 
Facsimile: (704) 417-3014 

Either Party may change its address by Written notice to the other 

Party. Notices given to change the above addresses shall be deemed to 

have been effectively given (i) upon the fifth business day after the notice, 

properly addressed and postpaid, has been placed in the United States mail, 

(ii) upon confirmation of receipt, if delivered by facsimile or other similar 

means; or (iii) in accordance with the dates and time provided for overnight 

delivery service. 

7. Assignment and Delegation. 

(a) Any entity that succeeds by purchase, merger, or consolidation to the 

properties substantially as an entirety of either Southern or Shipper, 

as the case may be, shall be entitled to the rights and subject to the 

obligations set  out in this Precedent Agreement and the executed 

Service Agreement. 

(b) Either Party may, without the consent of the other Party, assign any of 

its rights heredder to an Affiliate of assignor, but the assignor shall 

not be relieved of its obligations under this Precedent Agreement until 

the nanassigning Party receives an agreement h m  the assignee that it 

is assuming all the terms and conditions hereto and such assignee is 

financially and technically capable of meeting such terms and 
s:lprftypes pipclirr~=cden ag-popshid.doE 
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. .  - .  

conditions. The assignor shall provide written notice of be 

assignment to the other Party to this Precedent Agreement as as 

practicable after such assignment. For the purpose of this Section 7@), 

the term “Affiliate” shall mean an individual or entity that directly, or 

indirectly through one or more intermediaries, controls, is Conm~ed 

by or is under common control with another individual 01 entity. n e  

terms “controls,” ‘‘controlled,‘‘ and ”control” in the preceding 

sentence shall mean the possession, direct or indirect, of the power to 

direct the management and policies of an entity, whether through the 

ownership of voting securities or otherwise. 

Except as provided above in Sections 7(a) or 7@) of this Precedent 

Agreement, no assignment of rights or delegation of duties under this 

Precedent Agreement shall be made unless there first shall have been 

obtained the written consent of Shipper, in the event of an assignment 

or delegation by Southern, or the written consent of Southem, in the 

event of an assignment or delegation by Shipper, such consents not to 

b e  unreasonably withheld. Southern and Shipper agree, however, that 

the restrictions on assignment contained in this Paragraph shall not in 

any way prevent either Southern 01 Shipper from pledging or 

mortgaging its rights hereunder as security for its indebtedness. 

(c) 

8. Term. 
Subject to the provisions of Section 5 hereof, this Precedent Agreement 

shall m a i n  in full force and effect until it is superceded by the execution by the 



Parties of an effective Service Agreement as provided in Section 4 above or 

otherwise terminated in accordance with the provisions of this Precedent 

Agreement, except for the provisions of Sections 1 and 9 hereof which shall nwive  

the execution of an effective Service Agreement and main binding and effective 

on the Parties in accordance with their respedive terms. 

9. Neotiated Rate for Future CvDress Proiect ExDansions 

In the event thai BO LNG Services LLC does not satisfy or waive the 

conditions precedent in its Precedent Agreement With Southern for the Cypress 

project to subsaibe to Phase I1 and/or Phase IlI of the Cypress Project by the dates 

set forth in such Precedent Agreement, as such Phases are defined in the FERC 

Authorizations for the Cypress Project referenced above in Section 2(a), Shipper 

shall bave the right to subscribe to up t o e  MMbtu of such expansion capacity 

per phase provided that Southern can achieve dq- subscription Born other 

shippers to make the project economical to Southern. In conjunction wi& such 

right, Southern and Shipper agree that the resenration rate to be charged Shipper 

for each phase, respectively, shall be the lower oE (a) the recourse rate filed by 

Southern for the applicable expansion facilities; or @) the lowest rate charged by 

Southem or paid by other shippers for the respective Cypress expansion capacity; 

or (c) for Phase II only, ' i f  Shippa subscribes for the expansion capacity 

within ninety (90) days after being notified by Southern that the expansion capacity 

is available; provided, however, that such notice shall not be sent to Shippm any 

earlier than January 2,2008. 



22 P I D ~ S  Energy P d m t  Agreanent (continued) 

10. Miscellaneous Provisions. 

@> 

i. 

Except as provided otherwise in this Precedent Agrement, no 

modification of the terms and provisions of this Precedent 

Agreement shall have effect unless contained in a writing executed 

by both Southem and Shipper. 

This Precedent Agreement may be executed in multiple 

counterparts, each of which shall be deemed an original, but all of 

which shall constitute one and the same agreement 

This Precedent Agreement shall become effective on the date Grst 

written above and shall continue in effect until terminated pursuant 

to the terms and condition herein. 

Anything in this Agreement to the contrary notwithstanding, neither 

party hereto shall be liable to the othm party for any consequential, 

incidental or punitive damages arising out of, or related to a breach 

of this Agreement. 

If a court of competent jurisdiction declares any provision of this 

precedent Agreement undomeable, then that provision shall be 

severed h r n  this Precedent Agreement, which shall othemise 

r d  in tidl force and effect and be construed as if it did not 

contain the severed provision. 

Except as expressed o t h d s e  in this Precedent Agreement, nothing 

expressed or implicit in this Precedent Agreement shall confer on 
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any person other than Southern and Shipper any rights or remedies 

under or by reason of this Precedent Agreement. 

The titles to the paragraphs in this Precedent Agreement are 

included only for the convenience of reference and shall have no 

effect on, or be deemed a paa of, the text of this Precedent 

(g) 

Agreement. 

The Parties expressly agree that the laws of the State of Alabama, 

without regard for any rules for conflicts of law, shall govern the 

validity, effect, construction, and interpretation of this Precedent 

Agreement. 

This Precedent Agreement constitutes the entire agreement between 

the Parties and no waiver by either Party or any default of either 

Party under this agreement shall operate as a waiver of any 

subsequent default whether it is of a like or different character. 

(h) 

(i) 
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IN WITNESS WHEREOF, the Parties hereto have caused this Precedent 

Agreement to be duly executed by their proper officers, duly authorized as of the 

date first hereinabove written. 

Southern Natural Gas Company 

Florida Power Corporation 
d/b/a Progress Energy Florida, Inc. 



EXHIBIT "A" 
SHIPPER TRANSPORTATION DEMAND 

YEARS' SEASON SPAN TD/MMBtu FGTTD 

2007 SUmmer May-S ept. - - 
2007-08 winter Oct-Apr. - - 
2008 SUmmer May-Sept. - -  
2008-09 winter Oct-Ap. -- 
2009-26 SUmma May-sept. -- 
2009-27 winter Oct.-Apr. --L 

~ 

' The actual start date and end daw for the FT Service will be determined based on the 
"Commencement Dale" as set forth in Section I(a) above in fhe precedcnc Agreement and tbc 
"Primary Term" as set forth in section I(c) above. 

S:\Prficypm, P b d b C Q d l d  s~pmSesshk4.da 
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I .  

PRO FORMA 
FIRM TRANSPORTATION SERVICE AGREEMENT 

UNDER RATE SCHEDULE FT AND/OR RATE SCHEDULE FT-NN 

- day of THIS AGREEMENT, made and entered into as of th is  
by and between Southan Natural Gas Company, a Delaware ,I 

corporation, hereinafter referred to as “Company”, and Florida Power Corporation W a  
Progress Energy Florida, Inc., a Florida corporation, hereinah refmed to as “Shipper”. 

WITNESSETH 

WHEREAS, Company is an interstate pipeline, as defined in S d o n  2(15) of the 
Natural Gas Policy Act of 1978 (NGPA); and 

WHEREAS, Shipper has requested firm tnmportation pursuant to Rate Schertule 
FT and/or FT-iW of various supplies of gas for redelivery for Shipper’s account and has 
submitted to Company a request for such transportation service in compliance with 
Section 2 of the General Terms and Conditions applicable to such Rate Schedules; and/or 

WHEREAS, Shipper may aquhe, from time to time, released firm transportation 
capacity under Section 22 of the General Terms and Conditions of Company’s FERC Gas 
Tariff; and 

WHEREAS, Company has agreed to provide Shipper with transportation senice 
of such gas supplies or through such acquired capacity release in accordance with the 
terms and conditions of this Agreement. 

NOW, THEREFORE, the parties hereto agree as follows: 

ARTICLE I 
TRANSPORATION QUANTITY 

1.1 Subject to the terms and provisions of this Agreement, Rate Schedule FT 
and/or FT-hN, as applicable, and the General Tenns and Conditions thereto, Shipper 
agrees to deliver or cause to be delivered to Company at the Receipt Point(s) described in 
Exhibit A and Exhibit A-1 to this Agreement, and company agrees to accept at such 
point@) for transportation under this Agreement, an aggregate quantity of natural gas per 
day up to the total Transportation Demand set forth on Exhibit B hweto. Company’s 
obligation to accept gas on a firm basis at any Receipt Point is l h i t e d  to the Receipt 
Points set out on Exhibit A and to the Maximum Daily Receipt Quantity (MDRQ) stated 
for each such Receipt Point. The sum of the MDRQ’s for the Receipt Points on Exhjbit 
A shall not exceed the Transportation Demand. 
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1.2 Subject to the terms and provisions of this Agrement, &e Schedule R 
andlor m-NN, as applicable, and the General Terms and Conditions thereto, &mpany 
shall deliver a thermally equivalent quantity of gas, less the applicable fuel *e BS set 
forth in the applicable FT or FT-NN Rate Schedule, to Shipper at the Delivay Point(s) 
described in Exhibit B and Exhibit B-1 hereto. Company’s obligation to redeliver gas at 
any Delivery Point on a finn basis is limited to the Delivery Points specified on Exhibit B 
and to the Maximum Daily Delivery Quantity (MDDQ) stated for each such Delivery 
Point and in no event shall Shipper be entitled to deliveries in excess of the MDDQ such 
that if Shipper elects to take gas at an Exhibit B-1 Delivery Point then the MDDQ at its 
Exhibit B Delivery Points will be reduced proportionately. The sum of the MDDQ’s for 
the Delivery Points on Exhibit B shall equal h e  Transpartation Demand. 

1.3 In the event Shipper is the successll bidder on released firm 
transportation capacity under Section 22 of the Company’s General Ter~ns and 
Conditions, Company will promptly ad to Shipper the terms of the Capacity Release 
Transaction. Upon the issuance of the email, subject to the terms, conditions and 
limit&ns haeof and of Company’s Rate Schedules FT and FT-NN, Company agrees to 
provide the released firm transportation service to Shipper under Rate Schedule ET or 
FT-NN, the General Tams and Conditions thereto, and this Agreement. 

ARTICLE I1 
CONDITIONS OF SERVICE 

2.1 It is recognized that the transportation service hereunder is provided on a 
fim basis pursuant to, in accordance with and subject to the provisions of Company’s 
Rate Schedule FT and/or FT-NN, and the General Terms and Conditions thereto, which 
are contained in Company’s FERC Gas Tariff, as in effect h r n  time to time, and which 
are hereby incorporated by reference. In the went of any conflict between this 
Agreement and the terms of the applicableRate Schedule, the terms of the Rate Schedule 
shall govern as to the point of conflict. Any limitation of transportation service 
hereunder shall be in accordance with the priorities set out in Rate Schedule FT and/or 
FT-NN, as applicable, and the General Terms and Conditions thmeto. 

2.2 This Agreement shall be subject to all provisions of the General Terms 
and Conditions applicable to Company’s Rate Schedule FT andor FT-NN as such 
conditions may be revised f k m  time to time. Unless Shipper requests otherwise, 
Company shall provide to Shipper the filings Company makes at the Federal Energy 
Regulatory Commission (“Commission”) of such provisions of the General Tams and 
Conditions or other matters relating to Rate Schedule FT or FT-NN. 

2.3 Company shall have the right to discontinue service under this Agreement 
in accordance with Section 15.3 of the G e n d  Terms and Conditions hereto. 

2.4 The parties hereto agree that neither party shall be liable to the other party 
for any special, indirect, or consequential damages [including, without limitation, loss of 

2 
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. .  . .  . .  

,... 

I - .  

: 

profits or business interruptions) arising out of or in any manner related to this 
Agreement. 

2.5 This Agreement is subject to the provisions of Part 284 o f h e  
Commission’s Regulations under the NGPA and the Natural Gas Act. Upon termination 
of this Agreement, Company and Shipper shall be relieved of further obligation to the 
other party except to complete the transportation of gas underway on the day of 
termination, to comply with the provisions of Section 14 of the General Terms 
Conditions with respect to any imbalances accrued prior to termination of this 
.4grennent, to render reports, and to make payment for all obligations accruing prior to 
the date of termination. 

ARTICLE I11 
NOTICES 

3.1 Except as provided in Section 8.6 herein, notices herermder shall be given 
pursuant to the provisions of Section 18 ofthe General Terms and Conditions to the 
respective party at the applicable address, telephone number, facsimile machine number 
or e-mail addresses provided by the parties on Appendix E to the General Term and 
conditions or such other addresses, telephone numbers, facsimile machine numbers or e- 
mail addressa as the parties shall respectively hereafter designate in writing from time to 
time. 

ARTICLE IV 
TERM 

4.1 Subject to the provisions hereof, this Agreement shall become effective as 
ofthe date first hereinabove written and shall be in full force and effect for the primary 
term(s) set forth on Exhibit B hereto, if applicable, and shall continue and remain in force 
and effect for successive evergreen terms specified on Exhibit B hereto unless canceled 
by either party giving the required amount of written notice specified on Exhibit B to the 
other party prior to the end of the primary term(s) or any extension thereof. 

4.2 In the Event Shipper has not contracted for firm Transportation Dmmd 
under this Agrement directly with Company, 85 set forth on Exhibit B hereto, then the 
tern of this Agreemeat shall be effective as of the date first hereinabove written and shall 
remain in full force and effect for a primary t a m  through the end of the month and month 
to month thereafter unless canceled by either party giving at least five ( 5 )  day written 
notice to the other party prior to the end of the primary term or any extension thereof, 
provided however, this agreement will automatically terminate if no nominations are 
requested during a period of 12 consecutive months It is provided, however that this 
Agreement shall not terminate pnor to the expiration of the effective date of any Capacity 
Release Transaction. 

3 
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ARTICLE V 
CONDITIONS PRECEDENT 

5.1 Unless otherwise agreed to by the parties, the tenns of Rate Schedule FT 
and/or FT-NN, as applicable, and the General Tenns and Conditions t h m ,  shall apply 
to the acquisition of construction of any facilities necessary to effectuate this Agreement. 
Other provisions of  this Agreement notwithstanding, company shall be unda no 
obligation to commence service hereunder unless and until (1) all facilities, of whatever 
nature, as are required to permit the receipt, measurement, transportation, and delivay of 
natural gas hereunder have been authorized, installed, and arc in operating condition, and 
(2) Company, in its reasonable discretion has determined that such service would 
constitute eansportation of natural gas authorized under all applicable regulatory 
authorizations and the Commission’s Regulations. 

ARTICLE VI 
REMUNERATION 

6.1 Shipper shall pay Company monthly for the transportation services 
rendered hereunder the charges specified in Rate Schedule FT, Rate Schedule FT-NN, 
and under each effective Capacity Release Transaction, as applicable, including any 
penalty and other authorized charges assessed unda the applicable FT or FT-NN Rate 
Schedule and the General Terms and Conditions. For service requested from Company 
under Rate Schedule FT or FT-NN, Company shall notify Shipper as soon as practicable 
of the date senices will commence hereunder, and if said date is not the h t  day of the 
month, the Reservation Charge for the first month of service hereunder shall be adjusted 
to reflect only the actual number of days during said month that trampomtion service is 
available. Company may agree f h m  time to time to discount the rates charged Shipper 
for senices provided hereunder in accordance with the provisions of Rate Schedule R 
and/or FT-NN, as applicable. Said discounted charges shall be set forth on Exhibit E 
hereto or the parties may agree to a Negotiated Rate for such services in accordance with 
the provisions of Rate Schedule FT or FT-NN. Said discounted or Negotiated Rates shall 
be set forth on Exhibit E or Exhibit F, respectively, hereto and shall take precedence over 
the charges set Forth in Rate Schedules FT or FT-NN during the period in which they are 
in effect. 

6.2 The rates and charges provided for under Rate Schedule FT shall be 
subject to increase or decrease pursuant to any order issued by the Commission in any 
proceeding initiated by Company or applicable to the services paformed hereunder. 
Shipper agrees that Company shall, without any further agreement by Shipper, have the 
right to change from time to time, all or any part of its Proforma Service Agreement, as 
well as all or any part of Rate Schedule FT or FT-NN, as applicable, or the General 
Terms and Conditions thereto, including without limitation the right to change the rates 
and charges in effect hereunder, pursuant to Section 4(d) of the Natural Gas Act as may 

4 
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be deemed necessary by Company, in its reasonable judgment, to assure just and 
reasonable service and rates under the Natural Gas Act. It is recognizized, however, that 
once a Capacity Release Transaction has been awarded, Company cannot increase the 
Reservation Charge to be paid by Shipper under that Capacity Release Transaction, 
unless in its bid the Aquiring Shipper has agreed to pay a percentage of the maximum 
tariff rate in effect and the maximum tariff rate increases during the term of the Capacity 
Release Transaction, Nothing contained herein shall prejudice the rights of Shipper to 
contest at any time the changes made pursuant to this Section 6.2, including the right to 
contest the transportation rates or charges for the services provided under this Agreement, 
from time to time, in any subsequent rate proceedings by Company under Section 4 of the 
Natural Gas Ad or to file a complaint under Sedon 5 of the Natural Gas Act with 
respect to such transportation rates or charges, the Rate Schedules, or the General Terms 
and Conditions thereto. 

ARTICLE VI1 
SPECIAL PROVISIONS 

7.1 If Shipper is a seller of  gas under more than one Service Agreement and 
requests that company allow it to awegate nominations for certain Receipt Points for 
such Agreements, Company will allow such an arrangement under the terms and 
conditions set forth in this Article VII. To be eligible to aggregate gas, Shipper must 
comply with the provisions of Section 2.2 of the General Terms and Conditions and the 
terms and conditions of the Supply Pool Balancing Agreement executed by Shipper and 
company pursuant thereto. 

7.2 If Shipper is a purchaser of gas f?om a seller that is selling fium an 
aggregate of Receipt Points, and Shipper wishes to nominate to receive gas from such 
seller’s aggregate supplies of gas, Compmy will allow such a nomination, provided that 
the seller (i) has entered into a Supply Pool Balancing Agreement With Company and (ii) 
submits a corresponding nomination to deliver gas to Shipper from its aggregate supply 
P I .  

w 

5 
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ARTICLE VI11 
MISCELLANEOUS 

8.1 This Agreement constitutes the entire Agreement between &e parties and 
no waiver by Company or Shipper of any default of either party under this A m e n t  
shall operate as a waiva of any subsequent default whether of a like or different 
character. 

8.2 The laws of the State of Alabama shall govern the validity, c o n ~ t r u ~ o ~  

No modification of or supplement to the tams and provisions h m f  shall 
be or become effective except by execution of a supplementary written a p m e n t  
between the parties except that (i) a Capacity Release Transaction may be issued, and (ii) 
in accordance with the provisions of Rate Schedule FT and/or FT-NN, as applicable, and 
the General Terms and Conditions thereto, Receipt Points may be added to or deleted 
from Exhibit A and the Maximum Daily Receipt Quantity for any Receipt Point on 
Exhibit A may be changed upon execution by Company and Shipper of a Revised Exhibit 
A to reflect said change(@, and (iii) Delivery Points may be added to or deleted 
Exhibit B and the Maximum Daily Delivery Quantity for any Delivery Point may be 
changed upon execution by Company and Shipper of a Revised Exhibit B to reflect said 
changds). It is provided, however, that any such change to Exhibit A or Exhibit B must 
include corresponding changes to the existing Maximum Daily Receipt Quantities or 
Maximum Daily Delivery Quantities, respectively, such that the sum of the changed 
Maximum Daily Receipt Quantities shall not exceed the Transportation Demand and the 
sum ofthe Maximum Daily Delivery Quantities equals the Transportation Demand 

interpretation, and effect of this Agreement. 

8.3 

8.4 This Agreement shall bind and benefit the successors and assigns ofthe 
respective parties heredo. Subject to the provisions of Section 22 of  the General Terms 
and Conditions applicable hereto, either party may assign this Agreement to an affiliated 
company without the prior written consent of the other party, provided that the affiliated 
company is creditworthy pursuant to Section 2.l(d) of the General Terms and Conditions, 
but neither party may assign this Agreement to a nonaffiliated company Without the prior 
written consent of tbe other party, which consent shall not be unreasonably Withheld; 
provided, however, that either party may assign or pledge this Agreement under the 
provisions of any mortgage, deed or trust, indenture or similar instrument. 

8.5 Exhibits A, A- 1, B, B- 1, and F attached to this Agreement constitute a part 
of this Agreement are incorporated herein. 

8.6 This Agreement is subject to all present and future valid laws and orders, 
rules, and regulations of any regulatory body of the federal or state government having or 
asserting jurisdiction herein. After the execution of this Agreement for firm 
transportation capacity tiom Company, each party shall rnake and diligently prosecute all 
necessary filings with federal or other governmental bodies, or both, as may be required 

,_.. 
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for the initiation and continuation of the transportation senrice which is the subject of this 
Agreement and to construct and operate any facilities necessary thaefore. Each party 
shall have the right to seek such governmental authorizations 85 it deems necessary, 
including the  right to prosecute its requests or applications for such authorization in the 
mauner it deems appropriate. Upon either party’s request, the other party shall timely 
provide or cause to be provided to the requesting party such information and materid not 
within the requesting party’s control andor possession that may be required for such 
filings. Each party shall promptly inform the other party of any changes in the 
representations made by such party herein andor in the information provided pursuant to 
this paragraph. Each party shall promptly provide the party with a copy o f  all filings, 
notices, approvals, and authorizations in the course of the prosecution of its filings. h 
the event all such necessary regulatory approvals have not been issued or have not been 
issued on terms and conditions acceptable to Company or Shipper within twelve (12) 
months from the date of the initial application therefor, then Company or Shipper may 
terminate this Agreement without further liability or obligation to the other party by 
giving written notice thereof at any time subsequent to the end of such twelvemonth 
period, but prior to the receipt of all such acceptable approvals. Such notice will be 
effective as of the date it is delivered to the U.S. Mail, for delivery by cextified mail, 
return receipt requested. 

8.7 If Shipper experiences the loss of any load by direct connection of such 
load to the Compaoy’s system, Shipper may reduce its Transportation Demand under this 
Service Agreement or any other Service Agreement for firm transportation service 
M e e n  Shipper and Company by giving Company 30 days prior written notice of such 
reduction within six (6) months of the date Company initiates direct service to the 
industrial customer; provided, however, that any such reduction shall be applied first to 
the Tmsportation Demand under the Service Agreement with the shortest remaining 
contract term. 

In order to qualify for a reduction in its Transportation Demand, Shipper must 
certify and provide supporting data that: 

(i) The load was actually being served by Shipper with gas transported by 
Company prior to Novemba 1,1993. 

If the load lost by Shipper was Served under a firm contract, the daily 
contract quantity shall be provided. 

If the load lost by Shipper was served under an intmptible contract, the 
average daily volumes during the latest twelve months of service shall be 
provided. 

(ii) 

(iii) 

shipper may reduce its aggregate Transportation Demand under all its Service 
~ ~ m m t s  by an mount up to the daily contract quantity in the case of the loss of a 
firm customer andor up to the average daily deliveries during the latest twelve month 
period in the w e  ofthe loss of an interruptible customer. Such reduction shall become 

7 
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effective thirty days after the date of Shipper's notice that it desires to reduce its 
Transportation Demand. 

8.8 (If applicable) This Agreement supersedes and cancels the Savice 
Agreement (# ) dated between the parties hereto. 

IN WITNESS WHEREOF, this Agreement has been executed by the parties as of 
the date first written above by their respective duly authorized officers. 

AttestIWitness: SOUTHERN NATURAL GAS COMPANY 

FLORIDA POWER CORPORATION d/b/a 
Progress Energy Florida, Inc. 

!- 
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.- , 
FIRM TRANSPORTATION SERVICE AGREEMENT 

EXHIBIT "A" 

sERV~CE TYPE SERVICE CODE RECEIPT POINTWCODE MDRQ SEASON' =* 
WCf) 

By: 
Southern Natural Gas Company By. 

Florida Power Corporatbn d/b/a/ Progress 
Energy Florida, Inc. 

Effective Date: 

... 

.. . .. =.., 
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EXHIBIT A-1 
RECEIPT POINTS 

All active Receipt Points on Company’s contiguous pipeline system, a current list 
of which shall be maintained by Company on its SON& Premia bulletin board. 

10 
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EXHIBIT E 
DELIVERY POINTS 

- TD 
QERVICE SERVICE START PRIMARY PT EVERGREEN EVRG DEL.POINT/CODE MDDQ 
W E  CODE DATE3 TERM'NOTICE TERM NOTICE NAME wet) 

.... 

By: BY 
Florida Power Corporation dlblal P r o p s  Southern Nahual Gas Company 

Energy Florida, Inc. 

Eff'ective Date: 



, 

, .. 

i -  
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EXHIBIT B- 1 
DELIVERY POINTS 

All active Delivery Points on Company’s contiguous pipeline system, a current 
list of which shall be maintained by Company on its SoNet Premia bulletin 
board 

12 
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ExHmrr T" 
NEGOTIATED RATE 

The rate to be charged Shippa for the firm Transportation Danand 
provided by Company under this S h c e  Agreement shall be 1-k 

for the Primary T~rm of this 
?!%ice Am--?t, plus the - - 

- ~ 

L 

The rate to be charged Shippr for fie] under this Service Agreement 
17 - -_- .. 

shall be - 
-L_ 

Southern Natural Gas Company 

Florida Power Corporation d/b/a Progress Energy Florida, Inc. 

Effective Date: 

End Date: 

13 



P
 



*._ 

... : 

Florida Gas Transmission Company 
1331 krmm Suet, Sdre650, Hmron, TX77010-1331 

P.O. Bor4657, Hourton, Tx 772104457 
713.853.0300 

December 2,2004 

Progress Energy Florida, Inc. 
Attention: Ms. Pamela Murphy 
P. 0. Box 1551 
410 South Wilmington St, PEBlOA 
Raleigh, North Car0lka.27602-1551 

Re: Proposal for Transportation Services by and between Florida Power 
Corporation, d/b/aProgress Energy Florida, hc., and Florida Gas 
Transmission Company (regarding expansion of Florida Gas Transmission 
Companys system to provide incremental capacity for receipts of LNG ffom 
Southern Natural Gas Company) 

Dear Ms. Murphy 

Florida Power Corporation d/b/a Progress Energy Florida, Inc. (“progress” or 
“Shipper“’) and Florida Gas T d s s i o n  Company (“FGT”) hereby enter into this letter 
agreement (‘2elter Agreement”) regarding the expansion of the FGT system to provide 
incremental capacity to Progress as part of a project to bring liquefied natural gas (‘ZNG”) to 
the State of Florida via Southern Natural Gas Company’s (“SNG’) proposed Cypress 
Pipeline project. In consideration of the premises and mutual covenants set forth herein, 
FGT and Shipper agree as follows: 

1. Upon satisfaction of the conditions precedent set forth below, the parties will 
enter an FT‘S-2 senice agreement (with terms and conditions substantially similar to those 
contained in the draft attached hereto as Attachment A), providing for firm natuml gas 
transportation service to be provided by FGT for Shipper: 

a Completion of an open season for an FGT 2007-2008 expansion of its 
system, and 

b. A determination by FGT, after the close of such open season, but in any 
case, by February 1,2005, that the capacity desired by Shipper can be 
economically provided, in FGT’s sole opinion, under the terms set forth in 
the attached draft agreements. 

2. In the event that the conditions precedent set forth in “1” above are met, the 
parties shall execute the Service Agreement attached hereto as Attachment A, and shall also 

D I . M / P ~ ~ / F P G C O ~ ~ ~ - ~ ~ ~  A Crosscountry EnergylEl Pas0 Affiliate PRM-3 



Progress Energy Florida, Inc. 
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.. . . .  

i...: 

.. . 

execute an amendment to certain existing service agreements between the parties, in order to 
increase the minimum delivery pressure at the Progress-Hines Delivery Point &om 500 psig 
to 575 psig, effective upon the in-service date of the Incremental Facilities (as defined in 
Section 1.3'of the FTS-2 Agreemen! attached as Attachment A hereto), such agreements 
being: (a) the FTS-1 Transportation Service Agreement dated April 1, 1998, (b) the FTS-2 
Transportation Service Agreement dated April 1, 1998, (c) the FTS-2 Transportation Service 
Agreement dated October 7, 1998, and (d) the FTS-2 Transportation Service Agreement 
dated December 2,2004. 

3. This Letter Agreement shall become effective on the  date of its execution by 
both parties and shall remain in effect until the earlier oE (a) the date of execution of FTS-2 
Agreement (in form substantially similar to the attached draft  agreement), (b) the date that 
either party notifies the other party that such condition(s) precedent will not be met, or (c) 
February 1, 2005. In the event that the parties do not execute the agreements attached as 
Attachment A by February 1, 2005, all obligations of the parties shall terminate and this 
Letter Agreement, as well as any agreements of the parties (oral or otherwise) with respect to 
such Letter Agreement, shall become null and void and of no M e r  force and effect. 

If this Letter Agreement meets with you approval, please sign below and return one 
of the two originals to us. 

FLORIDA POWER CORPORATION 
dW@ROGRESS ENERGY FLORIDA, INC. 

RE.Hayes () 
Senior Vice President & 
Chief Commercial Officer 

Attachment 



Florida Gas Transmission Company 
1331~sbra,S~650,Harmnr,Tx~010-1332 

P.O. Box 4657, Hoarrc~n, TX 7721C-4557 
713.853.0300 

December 2,2004 

Progress Ebffgy Floridq Inc. 

410 south w- S~,PEB~OA 

Attn. Ms. Pamela Murphy 
P. 0 . b x  1551 

Raleigh, NC 27601 

Re. Discolmt of Rate Under the Finn Transportation v S - 2 )  Savic Agreema 
dated Decembu 2,2004 ("Agrerment") Betrveen Florida Gas Transmission 
Company ('TGT' or 'Transporter") and Florida Power Coporation d/b/a Progress 
Energymorida, hc. ("Regress" or "Shippa") (collectively the "Parties" or 
singularly 'Fall$). 

Dear Ms. Murphy 

Shipper has requested a competitive disco& Based upon current market 
conditions, Transporter has agreed to charge and Shipper has a g e d  to pay a discounted 
rate for hqortah 'on of quantities of gas under the Agreement. The terms and 
conditions of tbe discount agreed upon are expressed in this Discount Agreement 
~piswmt Agrement?. 

This Discount Agreement shall be effztive from - 
-pvided, however, in t h e  event that the referenced Agreement is terminated, 
this Discount A m e n t  shall immediately tamhate .. 

The hkimum Daily Transportation Quantity (MDTQ) shall be as follows, and, 
unless exprtssly agreed otherwise, FGT's maximum rates shall apply to volumes 
exceeding such amounts 

The primary receipt and delivery points for the term@) of this discount shall be as 
follows: 



Prognss Enaw Florida, Inc. 
Dccembcr 2,2004 
Contraa No. __ 
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Effkctive for the periods stated below, Shipper shall pay the following Discounted 
Reservation Charges per MMBtu (“Discounted Demand Charge”), plus all applicable 
surchargeq provided, however, FGT shall discount the any research and development 
(‘‘RgiD”) surcharges (whether demand or volumetric) to $0.00 per MMBtU for 
transportation of quantities under the Agreement: 

Effective Time Volume Discounted 
Paiod Demand Charw 

In addition to the above rate($, Shipper shall also pay my applicable fuel use and 
unaccounted for charges, as well as any fuel surcharge. 

Except for the posting of information by FGT pursuaut to 18 C.FR Parts 161,284, and 
358 and any other applicable regulations of the Federal Energy Regulatory Commission 
(“FERC“), each Party agrees that it will maintain this discount, all of its contents and 
subsequent discount documentation and communications in strict confidence and that it 
wiU not cause or permit disclosure t h m f  to any third party without the express writtea 
consent of the other Party except to the extent necessary to comply with valid laws, 
regulations, or orders of any court or agency having jurisdiction. However, in the event 
either Parfy becomes aware of a judicial or admm&-& ‘ve proceeding or request that has 
resulted 01 that may result in such diselo~e, it shall noti@ the other Party immediately 
and will also take all actions necessary to maintain the confidentiality of all discount 
communications and documents. Notwithstanding anything to the contrary in this 
paragraph, Shipper shall have the right to provide a copy of this Discount Agreement to 
the Florida Public Senice C o d s s i o n  and any other entity that is a party to the relevant 
docket that has executed a co&dentidty agreement to retain such information 
coddential, without prior notice to or consent of Transporter, in connection with 
Shipper’s attempts to obtain the Florida Public Service Commission’s approval of this 
Discount Agreement and the Agreements. 

. .  
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progrss  Enrrgy F l o r i ~  Inc. 
Deccmbcr 2,2004 
Contract No. __ 
Page 3 

As stated above, any R&D surcharge shall be discounted to $0.00; provided, however that 
such discount shall immediately t h a t e  in the event FGT is required to absorb any 
costs associated with discounting any F7&D surcharge or FGT is prohibited by law fiom 
granting such discount. 

Shipper shall afsnnatively support the continuation of  FERC's discount rate adjustment 
policy (providing for recognition of volumes flowing at less than maximum rates in rate 
proceedings). In the event that Shipper takes a con t rq  position in any future rate, 
rulemaking* or other proceeding before the FERC (or other governmental body having 
jurisdiction in the premises), this Discount Agreement shall immediately terminate. 

In the event the maximm and minimum rates applicable to Rate Schedule FTS-2 are 
changed pursuant to an Order issued by the FERC, such that the transportation rates 
provided for herein are above FGT's maximum rates 01 below FGT's minimum rates, this 
Agreement shall terminate immediately prior to the effectiveness of such revised rates, 
and FGT and Shipper shall negotiate to arrive at new rates applicable to the transportation 
service. It is the intent of FGT and Shipper that such renegotiated discounted rates will 
leave both FGT and Shipper in substantially the same economic position as the 
transportation rates provided for herein. 

THIS AGREE= SHALL BE GOVERNED BY AND INTERPRETED IN 
ACCORDANCE WITH THE LAWS OF THE STATE OF TEXAS, WITHOUT 
EFERENCE TO ANY CONFLICT OF LAWS DOCTRINE WHICH WOULD APPLY 
THE LAWS OF ANOTHER JURISDICTION. ANY SUIT BROUGHT WITH 
RESPECT TO OR RELATING TO THIS LETTER AGREEMENT SHALL BE 
BROUGHT IN THE COURTS OF HARRLS COUNTY, TEXAS OR THE somR&J 
DISTRICT OF TEXAS, HOUSTON DIVISION. 

The Parties have caused this Discount Agreement to be executed by their 
respective duly authorized officers as of the date first mentioned above. 

FLORID~Y~AS &SMISSION COMPANY 

FLORIDA POWER CORPORATION. 
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FIRM TRANSPORTATION SERVICE AGREEMENT 
RATE SCHEDULE F T S Z  

L 

THIS AGREE- entered into this day of ,2005 by and between 
Florida Gas TranSnission Company, a corporation of the State of Delaware (herein called 

"Transporter"), and Florida Power Corporation d/b/a Progress Energy Florida, Inc. (herein called 

n s ~ P P a ? ,  

W I T  N E  S SE T H. 
__L__I_ - 

WHEREAS, Shipper is interested in obtaining fum incremental seasonal transportation 

service h m  Tramporter, in conjunction with other upstream supply and capacity arrangements, 

in order to make available to Shipper (1) supplies needed to operate an additional combined- 

cycle generating unit #4 at Shipper's Hines electric power generating facility in Polk County, 

Florida ('Hines Unit #4 Capacitf'), and (2) additional system supplies to serve its existing 

electric power generation facilities ("System Supply Capacity"); and 

WHEREAS, Transporter is willing to provide such firm incremental seasonal 

transportation services to Shipper; and 

WHEREAS, such services will be provided by Transporter for Shipper in accordance 

withthe terms hereof. 

NOW THEREFORE, in consideration of the premises and of the mutual covenants and 

agreements herein contained, the sufficiency of which is hereby acknowledged, Transporter and 

Shipper do covenant and agree as follows: 

ARTICLE I 
Definitions 

In addition to the definitions incorporated herein through Transporteis Rate Schedule 

FTS-2, the following terms when used herein shall have the meanings set forth below: 

1.1 The term "Rate Schedule FTS-2" shall mean Transporter's Rate Schedule FTS-2 as filed 

with the FERC and as may be changed and adjusted h m  time to time by Transporter in 

accordance with Section 4.2 hereof or in compliance with any W FERC order affecting 

such rate schedule. 
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The term "FERC" shall mean the Federal Energy Regulatory Commission or any 

successor regulatory agency or body, including the Congress, which has authority to 

regulate the rates and services of Transporter. 

1.2 

1.3 The term "Incremental Facilities" shall mean any additional facilities necessary to be 

constructed by Transporter and by Southern Natural Gas Company ("SNG") in 
connection with the seasonal incremental service to be provided uuder this Agreement. 

1.4 The tenn "In-Service Date" shall mean the date the Incremental Facilities, as dehed in 
1.3, shall go into service provided that all conditions set forth in Article XI hereof have 

h t  been satisfied, which In-Service Date shall be no later than May 1,2009. 

2.1 The Maximum Daily Transportation Quantity ("MDTQ") with respect to each component 

of the&- Unit ##4 Capacity and Systan Supply Capacityprovided for herein is set 
forth on a seasonal basis, and by Division if applicable, on Exhibit B attached hereto as 

the same may be amended h m  time to time. The respective applicable MDTQs (as of 

May 1,2009, the MDTQs of C-J for the Hines Unit #4 Capacity, and 

-for System Supply Capacity) shall be the largest daily quantity of gas 

expressed in MMBtu, that Transporter is obligted to transport and make available for 

delivay to Shipper under this Service Agreement on any one day. 

2.2 Upon the In-Service Date, Shippa may tender natural gas for transportation to 

Transporter on any day, up to the MDTQ plus Transporter's Fuel, if applicable. 
Transporter agrees to receive the aggregate of the quantities of natural gas that Shipper 

tenders for trausportation at the Receipt Points, up to the maximum daily quantity 

("MDQ') specified for each receipt p o h t  as set out on Exhibit A, plus Transporter's Fuel, 
if applicable, and to transport and make available for delivery to Shipper at each Delivery 

Point specified on Exhibit B, up to the amount scheduled by Transporter less 
Transporter's Fuel, if applicable (as provided in Rate Schedule FTS-2), provided 
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however, that Transporter shall not be required to accept for transportation and make 

available for delivery more than the MDTQ on any day. 

ARTICLE III 
Payment and Rights in the Event of Non-Payment 

3.1 Upon the commencement of service hereunder (following the In-Service Date), Shipper 

shall pay Transporter, for all service rendered hereunder, the rates established in Article 

IV herein. 

3.2 Termhation for Non-Fapent, In the event Shipper fails to pay for the service provided 

under this Agre.ement, pursuant to the conditions set forth in Section 15 of the General 

Terms and Conditions of Transporter's FERC Gas Tariff, Transportex shall have the right 

to suspend or terminate this Agreement pursuant to the conditions set forth in said 

Section 15. 

4.1 

4.2 

ARTICLE Iv 
Rates and Terms and Conditions of Service 

This Agreement in a l l  respects shall be and remain subject to the provisions of Rate 

Schedule FTS-2 and of the applicable provisions of the General Terms and Conditions of 

Transporter on file with the FERC (as the same may hereafter be legally amended or 
superseded), all of which axe. made a part hereof by this reference. 

Transporter shall have the unilateral right to file with the appropriate regulatory authority 

and seek t o  make changes in (a) the rates and charges applicable to its Rate Schedule 

FTS-2, @) Rate Schedule FTS-2 including the Form of Service Agreement and the 
existing Service Agrement pursuant to which this service is rendered; provided however, 

that the iirm character of service shall not be subject to change hereunder by means of a 

Section 4 F i b  by Transporter, and/or (c) any provisions of the General Terms and 

Conditions of Transporteis Tariff applicable to Rate Schedule FTS-2. Transporter agrees 

that Shipper may protest or contest the aforementioned filings, or seek authorization from 

duly constituted regulatory authorities for such adjustment of Transporter's existing 

DLMc/Ph7/FF'C/FTS-final-sum 3 
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FERC Gas Tariff as may be found necessary in order to assure that the provisions in (a), 

(b) or (c) above are just and reasonable. 

4.3 Notwithstanding Section 4.1 above, as ofthe In-Service Date and during the primary 

term of this Agreement, Shipper shall pay Transporter, for all services rendered 
hereunder, the lower of: (JJ the rates established under Transporter’s Rate Schedule FTS-2 

(inclusive of all applicable surcharges), as fled with and approved by the FERC and as 

said Rate Schedule may hereafter be legally amended or superseded, or (2) the Final Rate 

Cap BS determined below: 

(a) The Base Rate Cap shall be as follows: d-’ 

(a) The Base Rate Cap assumes the levelized rate methodology through March 31, 
2005, and thereafter, the traditional cost of service methodology. For purposes of 

this section with respect to this Agrement, a “levelized rate” shall mean a rate 

designed by adjusting the annual depreciation expense such that it results in a 

leveiized cost of service. 

(c) The Base Rate Cap is stated in nominal dollars, and shall exclude all applicable 

surcharges and fuel. 

(d) Beginning on January 1,2005, and mually thereailer (“Escalation Date”), the Base 
Rate Cap then in effect shall be escalated in accordance with the following formula; 

provided that in no event shall the Base Rate Cap, as it may be escalated pursuant to 

this subsection (d),--J . On each Escalation Date, the Base 

Rate Cap to be eff’tive for the subsequent twelve (12) month period shall be the 

DLMC/P~~/FPC/FTS-~MI-S~ 4 
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(i) For any billing month, the Final Rate Cap (stated on a per unit basis) shall be 
determined by adding the Base Rate Cap and an amout e@ to the 

aggregate of the  applicable surcharges (as de6x.d in section (e)(ii) below). 

(5) The type of surcharges coIltemplaid under Rate Schedule FTS-2 to be 
included in the calculation of the Final Rate Cap are applicable surcharges, 

such as ACA, fuel, and Capital surcharges; provided, however, Transporter 
shall not collect d e r  this Agreement any surcharge associated with GR& Gas 
Supply Realignment ("GSR"), the recovery of take-or-pay costs or gas 

purchase reformation costs, FERC Account No.191 costs ("restructuring 

costs"), or any similar surcharge associated with the reshcturing of 

Transporter's merchant service under orders in FERC Docket No. RS92-16- 
000 or similar proceedings, any separately stated surcharge related to the 

recovery of restruc&g costs of any upstream provider of transportation or 

sales services to Transportrr, or, to the extent such charges may be 

&~~mt&le, ;my industry-wide research and development surcharges such as 

those currently proposed in FERC Docket No. RPO4-378. 

If, at any time after the In-Service Date and during the primary term of this 
Agreement, the effective rate that Transporter is authorized by the FERC to charge 

Shipper, including surcharges, exceeds the Final Rate Cap, then Transporter shall 

discount such authorized FERC rate down to the Final Rate Cap in accordance with 
the order of discounting provided for in Transporter's FERC Gas T W .  

Unless otherwise mutually agreed by the Parties, after the expiration of  the primary 

term of this Agreement, Shipper shall pay Transporter the rates established under 

Transpolter's Rate Schedule FTS-2, as filed with and approved by the FERC. 
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(h) If Shipper proposes or supports a change in the rate design methodology on which 
the currently effective FTS-2 rates are based, as set forth in Sections m.2.c and d, 

and m.3.b of the Phase IU Settlement, and such proposals or changes are approved 

by a final non-appealable order, the Final Rate Cap shall be deemed waived. 

Notwithstanding the foregoing, XTransporter proposes, or any other party proposes 

and Transporter either supports or does not oppose, a change to any of such rate 

design methodologies in any Section 4 or Section 5 proceeding, then Shipper may 

take a position on that particular rate design methodology in that proceeding, 

whether or not consistent with the position taken by Transporter, without waiving 

the Final Rate Cap, and unless otherwise agreed by Transporter and Shipper, 

approval of such a proposed change in the rate design methodology by a final non- 
appealable order, in such Section 4 or Section 5 proceeding, shall not affect the 

continuing applicability of the Final Rate Cap. Specifically, the rate design 

methodology issues referenced above in this Section @) are. as follows: 

(i) the straight fixed variable method of rate design, and of classifying and 

allocating costs, 

(i) unless otherwise agreed to by both parties hereto, the system-wide postage 

stamp rate for FTS-2 service to the Market Area, 

(iii) the levelized rate methodology through March 31,2005, and thereafter, the 
traditional cost-of-service methodology, and 

(iv) the methodology o f  allocating the operation and tnaiutenance (“O&M”) costs 

between Rate Schedules FJX-1 and FTS-2; provided, however, that without 
waiving its l i d  Rate Cap under this Section @) (iv), and with respect to the 

allocation of administrative and general (“A&G”) expenses only, a Shipper 

may challenge, on a prospective basis only, Transporter’s use of the Kansas- 

Nebraska methodology in the Section 4 rate case to be filed by Transporter in 
accordance with Article XI of the Settlement approved by the FERC in 

Docket No. RpO4-12; and provided further, that Shipper may, without 

waiving its Final Rate Cap (and regardless of any position taken by 

6 
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Transporter), argue for any allocation methodology that allocates no more 

O W  costs to Rate Schedule FTS-2 than would otherwise be allocated by use 

Of: 

a the Phase iII Settlement methodology for allocating all O&M costs 

except for A&G expenses, and 

b. the Kansas-Nebraska methodology for allocating A&G expenses. 

4.4 peletcd- Not Applicable] 

ARTICLE V 
Term of Agreement 

5.1 

5.2 

5.3 

5.4 

5.5 

This Agreement shall become effective upon the date ht Written above and shall 

continue in effect for a primary term of Twenty (20) years commencing -5th the In- 
Service Date. 

In the event the capacity being contracted for was acquired pursuant to Section 18.E. of 

Transporteis Tariff, then this Agreement shall termhate on the date set forth in Section 

5.1 above. Otherwise, in accordance with the provisions of Section 20 of the General 

Terms and Conditions of Transporter‘s Tarif€, Shipper has elected mgh t  of First Refusal 

or Roll-over Option] and upon the expiration of the p- term and any extension or 
roll-over, termination will be governed by the provisions of Section 20 of the General 

Terms and Conditions of Transporter‘s T M .  

[deleted - not applicable] 

Shipper may buy out of a Service Agreement for all or a podon of its transportation 

capacity (‘MDTQ”) thereunder, at any time, by paying Transporter the net present value 

of Shippds remaining reservation charge obligations for such capacity, discounted at a 

reasonable rate to be mutually agreed upon by the parties at the time of such buy-out. 

Notwithstanding any other provision in this Agreement, after the In-Senice Date , in the 

event that (1) Shipper is capable of using gas and (2) Transporter is unable to deliver 

7 
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Shipper's designated volumes at the specified Delivery Point(s) and at the pressures 

provided for in this Agreement for a period of two consecutive days ("Service 

Cessation"), Shipper shall have the right to reduce the MDTQ by the volumes not 

delivered, without costs or penalty, by providing written notice to Transporter within 
forty-five (45) days of such occurrence; provided, however, that if a Service Cessation 

occurs more than five ( 5 )  times in any calendar year, Shipper shall have the right to 

terminate this Agreement by providing written notice to Transporter within forty-five 

(45) days of such occurrence; provided Mer, however, that if Transporter's failure to 
deliver is due to events of Transporter's force majeure as defined in Rate Schedule FTS-2, 
Shipper shall have the right to terminate or to reduce the MDTQ only in the event such 

fom majeure continues for more than one hundred eightyfive (185) consecutive days of 

any tbree hundred sixtyfive (365) day period 

c 

5 .  

ARTICLE VI 
Point@) of Receipt and Delivery and Maximum Daily Quantities 

6.1 ThePrimaryPoint(s) of Receipt and maximum daily quantity for each PrimaryPoint of  

Receipt with respect to &e Hines Unit #4 Capacity and System Supply Capacity, for all 

gas delivered by Shipper to Transporter d e r  this Agreement shall be at the Point(s) of 
Receipt on the pipeline system of Transporter or any Transporting Pipeline as set forth in 
Exhibit A attached hereto, as the same may be amended fiom time to time. In accordance 

withtheprovisions of Section 8 . k  of Rate Schedule FTS-2 and Section 21.C. of the 

Gencral Tenns and Conditions of Transporter's T M ,  Shipper may request changes in its 
Primary Point(s) of Receipt. Transporter may make such changes in accordance with the 

terms of Rate Schedule FTS-2 and the applicable General Terms and Conditions of its 
Tali& 

The E h u y  Point(s) of Delivery and maximum daily quantity for each point for all gas 

made available for delivery by Transporter to Shipper, or for the account of Shipper, 

under this Agreement and with respect to the Hines Unit #4 Capacity and System Supply 

Capacity shall be at the Point(s) of Delivery as set forth in Exhibit B hereto, as same may 

be mended h m  time to time, and shall be in Transporter's h4arket Area In accordance 

6.2 
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with the provisions of Section 9.A. of Rate Schedule FTS-2 and Section 21.C. of the 

General Terms and Conditions of Transporter's Tariff, Shipper may request changes in its 

Primary Point(s) of Delivery provided that such new requested Primary Delivery Points 

must be located in Transporter's Market Area Transporter may make such changes in 

accordance with the terms of Rate Schedule FTS-2 and the applicable General Terms and 

Conditions of its Tarif€. Transporter is not obligated to accept changes where the new 

Primary Delivery point is also a dclivay point under a Rate Schedule SFTS Service 

Agrement and the load to be served is an existing behind-thegate customer of a Rate 

Schedule SFTS Shipper as defined in Section 11 of Rate Schedule SFTS. 

ARTICLE M 
Notices 

All notices, payments and communications with respect to this Agreement shall be in 

writing and sent to the addresses stated below or at any other such address as may hereafter be 

designated in Writing: 

Transporter Florida Gas Transmission Company 
1331 Lamar Street, Suite #650 
Houston, Texas 7701 0 
Attention: Market Services 
Telephone No. (713) 853-5655 

Florida Power Corporation d/b/a Progress Energy Florida, Inc. 
410 South WilmingtonSt., PEB19 
Ralkgh,NC 27601 
Attention: Contracts Dept 
Telephone No. 919-5464280 

shipper: 

Fax NO. 919-546-2649 

PAYMENT BY WIRE TRANSFER 

Transporter: Florida Gas Transmission Company 
Transporter to provide at a later date] 

Shipper Florida Power Corporation d/b/a Progress Energy Florida, Inc. 
[Shipper to provide at a later date] 

9 
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ARTICLE m 
Facilities 

To the extent that construction of facilities is necessary to provide service under this 
Service Agreanent, such construction, including payment for the facilities, shall occw in 
accordance with Section 21 of the General Terms and Conditions of Transporteis T d .  

Transporter shall seek authorization to roll in the cost of the Incremental Facilities 

necessary to render service hereunder, including the mainline facilities and any 

modifications and upgrades required to the existing Progress-Hines delivery station 

ARTICLE M 
Regulatory Authorizations and Approvals 

(a) Transporter's obligation to provide service is conditioned upon receipt and 

c i  

acceptance of any necessary regulatory authorization, in a form acceptable to Transporter in its 

sole discretion, to provide Firm Transportation Service to Shipper in accordance with the terms 

of Rate Schedule FTS-2, this Service Agreement, and the General Tams and Conditions of 

Transporter's T d .  

(b) [deleted - not applicable] 

ARTICLE X 
Pressure 

10.1 The quantities of gas delivered or caused to be delivered by Shipper to Transporter 

hereunder shall be delivered into Transporter's pipehe system at a pressure sufficient to 

enter Transporter's system, but in no event ShaIl such gas be delivered at a pressure 

exceeding the maximum authorized operating pressure or such other pressure as 

Transporter permits at the Point@) of Receipt 

Transporter shall have no obligation to provide compression and/or alter its system 

operation to effectuate deliveries at the Poht(s) of Delivery hereunder. 

10.2 

10 
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L 

i_; 

10.3 The quantities of gas to be delivered by Transporter to Shipper hereunder shall be 

delivered to Shipper at a minimum pressure of 575 psig at the Progress-Ekes delivery 

point. 

ARTICLE XI 
Other Provisions 

11 .I Prior to Transporter's execution of this Agreement, Shipper must demonstrate 

creditworthiness satisfactory to Transporter, In the event Shipper fails to establish 

creditworthiness within fifteen (15) days of Transporter's notice, Transporter shall not 

execute this Agreement and this Agreement shall not become effective. 

11.2 Service pursuant to this Agreement is expressly subject to the following conditions: 

(a) (i) The issuance, and acceptance by Transporter, of all necessary authorizations 

horn the FERC pursuant to the Natural Gas Act or Natural Gas Policy Act, 

permitting Transporter to construct, own, and operate the Facilities and to 

effectuate the proposed service hereunder. All such authorizations shall be in 

form and substance satisfactory to Transporter, and shall be h a l  before the 

respective governmental authority and no longer subject to appeal or 
rehearing; provided, however, that Transporter may waive the condition that 

such authority be final andor no longer subject to appeal or rehearing. 

(ii) Shipper shall have the right to terminate this Agreement in the event that it 
determines, in good faith, that a condition in the FERC authorization 

materially adversely affects its business and operations. If Shipper elects to 

terminate under this provision, it will notify Tramporter in writing within 

fifteen (15) days of the issuance of such authorization. 

(b) This agreement is subject to approval of the board of directors of Transporter and 

receipt and acceptance by Transporter of all other approvals required to construct 

the Facilities, including all necessary authorizations from federal, state, local, 

a d o r  municipal agencies or other governmental authorities. All such approvals 

shall be in form and substance satisfactory to Transporter, and shall be h a l  before 

11 
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the respective governmental authority and no longer subject to appeal or rehearing; 

provided, however, that TranspOaer may waive the condition that such authority be 

final andor no longer subject to appeal or rehearing. 

The receipt of executed firm transportation service agreements sufkient to 

economically just@ construction of the Facilities, if required, in Transporter's sole 

opinion, and the execution of all necessary interconnect and balancing agreements 

with SouthemNatural Gas Company ("SNG"), relating to the Cypress Pipeline 

project. 

(c) 

(d) So long as the FTS-2 rates are designed on an incremental basis, Shipper agrees to 
support the rate methodology underlying the existing FTS-2 rates for the Facilities 

and service rendered under its FTS-2 agreements, in any proceeding before. the 

E R C  during the term of this Agreement. 

Receipt by Transporter of all necessary right-of-way easements or permits in form 

arid substance acceptable to Transporter. 
(e) 

(0 Transporter obtaining financing to construct the Facilities, in a form, and under 
terms, satisfactory to Transporter, in Transports's sole opinion. Shipper agrees to 

provide reasonable cooperation in Transporter's effort to obtain financing. 

(g) Completion of all of the following: 

(i) The approval of this Agreement by Shipper's senior management and if 
necessary, Shipper's Board of Directors, by January 31,2005; 

The entry by the Florida Public Service Commission of an order approving 
this Agreement without the need for sigmficant alteration (which shall be 
determined by Shipper in its sole discretion), by June 15,2005; 

(ii) 

(iii) The entry by Florida Public Service Commission of an order approving a 
determination of the need for the additional proposed combined-cycle Unit #4 
that is planned to be installed at Shipper's Hines electric power generating 
facility located in Polk County, Florida, by May 1,2005; 

(iv) The execution by Shipper of agreements with each of (1) Southern Natural 
Gas Company (for liim transportation on its system for quantities related to 
the MDTQ's reflected in Attachment A and Attachment B hereto); and (2) BG 

12 
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LNG Services, LLC (for the supply of natural gas to Shipper for quantities 
related to the MDTQs reflected in Attachment A and Attachrnent B hereto), 
each in a form and contaiuiug terms and conditions satisfactory to Shipper in 
its sole discretion (collectively, the “Related Agreements”), by December 6, 
2004; 

The entry by the Florida Public Service Commission of an order approving 
each of the Related Agreements without the need for significant alteration 
(which shall be determined by Shipper in its sole discretion), by June 15, 
2005; 

(v) 

(vi) Completion and commencement of operation of (which shall be determined 
by Shipper in its sole discretion), the proposed expansion of SNG‘s natural 
gas pipeline system that extends h m  (i) a point of intmmection with the 
Elba Island LNG Terminal, to (i) an interconnection with the existing (as of 
the effective date hereof), natural gas transmission facilities owned by 
Transporter in Clay County, Florida no l a ta  than March 1,2009; and 

(14) The granting of a l l  governmental approvals by October 1,2006, in form and 
substance satisfactory to Shipper, as may be deemed necessary by Shipper in 
its sole discretion related t o  Shipper’s purchase, transportation, and utilization 
of the supplies of natural gas referenced hereunder and in the Related 
Agreanents. 

In the event that any of  these conditions are not met by the date speczed 

(“dadhe”) in this section 1 l.Z(g), Shippa may elect to terminate this Agreement 

by giving written notice, within ten (IO) days of the deadline, of such termination to 

Transporter, and this Service Agreement shall terminate upon FGT’s receipt of 

Shipper’s notice; provided, however, in M event shall such notice be given by 

Shipper to Transporter any later than March 10,2009. 

(h) The final approval by the FERC, Without modification or condition that is 
unacceptable to any Settling Party, of the rate case Stipulation and Agreement o f  

Settlement filed on August 13,2004 inDocket No. RPO4-12. 

11.3 Subject to the other provisions of this Article XI,  Transporter agrees to make all 
reasonable efforts to obtain the necessary authorizations, h c i n g  commitments, and all 

other approvals necessary to effectuate service mdex this Agreement. Shipper agrees to 

exercise good faith in the performance of this Agreement by supporting Transporter’s 

DLMc/Ph7/FPCFTS-f-sm 13 
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efforts to obtain all necessary authorizations, h c i n g ,  and other approvals necessary to 

effectuate service under this Agreement. 

1 1.4 Notwithstanding any other provision her& at any time prior to Transporter's accep-ce 

of all authorizations necessary to construct the Facilities, Transporter retains the right to 

terminate this Agreement, and to withdraw any requests or applications for regulatory 

approvals. 

11 .S Peleted - Not Applicable] 

ARTICLE W 
Miscellaneous 

12.1 (a) This Agreement shall bind and benefit the successors and assigns of the respective 

parties hereto; provided however, that neither party shall assign this Agreement or 

any of its rights or obligations hereunder without iint obtaining the written consent of 

the other party, which consent shall not be unreasonably withheld. 

(b) Shipper may also assign its rights under the Final Rate Cap but only in the event that 

such assignment is to a third party that has a Moody's credit rating equal to or water 

than that of Shipper. 

12.2 No waiver by either party of any one or more defaults by the other in the performance of 

any provisions of this Agreement shall operate or be consfrued as a waiver of any future 

defaults of a like or dif€erent character. 

12.3 This Agreement contains Exhibits A and B (each for the periods May through September 
2007, May through September 2008, and commencing May 2009), which are 

incorporated m y  herein. 

12.4 THIS AGREEMENT SHALL BE GOVERNED BY'AND INTERPRETED IN 

ACCORDANCE WITH THE LAWS OF THE STATE OF TEXAS, WITHOUT 
REFEFtENCE TO ANY CONFLICT OF LAWS DOCTRINE WHICH WOULD APPLY 

THE LAWS OF ANOTHER JURISDCTION. 

14 
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ARTICLEWI 
Superseding Prior Service Agreements 

This Agreement supercedes and cancels the following Service Agreements between 
Transporter and Shipper: 

None. 

IN WITNESS WHEREOF, the parties hereto have executed this Agreement by their duly 

authorized officers effective as of the date first written above. 

TRANSPORTER: 

FLORIDA GAS TRANSMISSION COMPANY 

BY 

Title 

Attest: (to be attested ifnot 
signed by an officer of the company) 

BY 

Title 

Date 

SHIPPER: 

FLORIDA POWER CORPORATION &la 
PROGRESS ENERGY FLORIDA, INC. 

Title 

Attest: (to be attested ifnot 
signed by an officer of the company) 

BY 

Title 

Date 

DLMJPh7/FPC&TS-futal-sum 15 
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FIRM TRANSPORTATION SERVICE AGREEMENT 
RATE SCHEDULE FlS-2 

THIS AGREEMENT entered into this the Znd day of December, 2004 by and behvem 

Florida Gas T d s s i o n  Company, a corporation of the State of Delaware @rein called 

Transpow"), and Florida Power Corporation d/b/a Progress Energy Florida, Inc. @her& called 

"Shipper"), 

W I TN E S S E TH: 

WHEREAS, Shipper is interested in obtaining firm seasonal transportation service b m  
Transporter, in conjunction with other upstream supply and capacity arrangements, in order to 

make available to Shipper (I) supplies needed to operate an additional combined-cycle generating 

unit #4 at Shipper's Hines electric power generating facility in Polk County, Florida ("Hines Unit 

#4 Capacity"), and (2) additional system supplies to serve its existing electric power generation 

facilities ("System Supply Capacity''); and 

WHEREAS, Transporter is willing to provide such firm seasonal transportation services to 

Shipper; and 
WHEREAS, such services will be provided by Transporter for Shipper in accordance with 

the terms hereof. 

NOW THEREFORE, in consideration of the premises and of the mutual covenants and 
agreements herein contained, the sufficiency of which is hereby acknowledg&, Transporter and 

Shipper do covenant and agree as follows: 

ARTICLE 1 
Definitions 

In addition to the definitions incorporated herein through Transporter's Rate Schedule 

FTS-2, the following terms when used herein shall have the meanings set forth below: 

1.1 The term "Rate Schedule FTS-2 " shall mean Transporter's Rate Schedule FTS-2 as filed 

with the FERC and as may be changed and adjusted h m  time to time by Transporter in 
accordance with Section 4.2 hereof or in compliance with any iind FERC order affecting 

such rate schedule. 
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r 

1.2 

1.3 

1 A 

1.5 

2.1 

2.2 

The term “FERC“ shall mean the Federal Energy Regulatory Commission or any successor 

regulatory agency or body, including the Congress, which has authority to regulate the rates 

and services of Transporter. 

[deleted - not applicable] 

[deleted -not applicable] 

The tam “Service commencema Da :” shall mean the date on which the conditions set 

forth in Article XI hereof have first been satisfied, which Service Commencement Date 

sball be no later than March 1,2009. 

ARTICLE II 
QniWltity 

The Maximum Daily Transportation 
of the Hines Unit #4 Capacity and S y t a  Supply Capacity provided for herein is set forth 
on a seasonal basis, and by Division if applicable, on Exhibit B attached hereto as the same 

may be amended b o r n  time to time. The respective applicable MI)TQs (as of May 1,2009, 

the MDTQs oh- for the Hines Unit #4 Capacity, and wI) for 

System Supply Capacity) shall be the largest dsily quantity of gas expressed in MMBtu, 
that Transporter is obligated to transport and make avsilable for delivery to Shipper under 
this Service Agreement on any one day. 

Upon the Service Commencement Date, Shipper may tender natural gas for transportation 
to Transporter on any day, up to the h4DTQ plus Transporter‘s Fuel, if applicable. 

Transporter agrees to receive the aggregate of the quantities of natural gas that Shipper 

tenders for transportation at the Receipt Points, up to the maximum daily quantity 
(‘1MDQ”) specified for each receipt poht as set out on Exhibit A, plus Transporter‘s Fuel, if 

applicable, and to transport and make available for delivery to Shipper at each Delivery 

Point specified on Exhibit B, up to the amount scheduled by Transporter less Transporter’s 
Fuel, if applicable (as provided in Rate Schedule FTS-2), provided however, that 

Tramporter shall not be required to accept for transportation and make available for 
delivery more. than the MDTQ on any day. 

(“MDTQ”) with respect to each component 
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ARTICLEIU 
Payment and Rights in the Event of Non-Payment 

3.1 Upon the Service Commencement Date, Shipper shall pay Transporter, for all service 
rendered hereunder, the rates established in Article IV herein 

Termhation for Non-Payment. In the event Shipper fails to pay for the service provided 

under this Agreement, pursnant to the conditions set forth in Section 15 of the General 

Terms and Conditions of Transporter's J?ERC Gas T M ,  Transporter shall have the right to 

suspend or terminate this Agreement pursuant to the conditions set forth in said Section 15. 

3.2 

ARTICLE N 
Rates and Terms and Conditions of Service 

4.1 This Agreement in all respects shall be and remain subject to the provisions of Rate 

Schedule FTS-2 and of the applicable provisions of the General Terms and Conditions of 

Transporter on file with the FERC (as the same may hereafter be legally amended or 
superseded), all of which are made a part hereof by this reference. 

4.2 Subject to the Discount Agreement between Transporter and Shipper, Transporter shall 
have the unilateral right to file with the appropriate regulatory authority and seek to make 
changes in (a) the rates and charges applicable to its Rate Schedule FTS-2, @) Rate 

schedule FTS-2 including the Form of Service Agreement and the existing Service 

Agreement pursuant to which this service is rendered; provided however, that the firm 
character of service shall not be subject to change hereunder by means of a Section 4 Filing 
by Transporter, and/or (c) any provisions of the General T e r n  and Conditions of 

Transporter's Tariff applicable to Rate Schedule FTS-2. Transporter agrces that Shipper 

may protest or contest the aforementioned f i g s ,  or seek authorization &om duly 

constituted regulatory authorities for such adjustment of Transporter's existing FERC Gas 

Tariff as may be found necessaq in order to assure that the provisions in (a), @) or (c) 

above are just and reasonable. 

4.3 Notwithstanding Section 4.1 above, as of the Service Commencement Date and during the 

primary term of this Agreement, Shipper shall pay Transporter, for al l  services rendered 
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hereuuder, unless otherwise agreed by Shipper and Transporter, the lower of (I) the rates 

established under Transporter‘s Rate Schedule FTS-2 (inclusive of all applicable 

surcharges), as filed with and approved by the FERC and as said Rate Schedule may 

hereafter be legally amended or superseded, or (2) the Final Rate Cap as determined below: 

The Base Rate Cap shall be as follows: - 
The Base Rate Cap assumes the levehed rate methodology through March 31,2005, 

and thereafter, the traditional cost of service methodology. For purposes of this 
section with respect to this Agreement, a “levelized rate” shall mean a rate designed 

by adjusting the annual depreciation expense such that it results in a levelized cost of 

Service. 

The Base Rate Cap is stated in nominal dollars, and shall exclude all applicable 

surcharges and fUeL 

Beginning on January 1,2005, and annually thaeafta (“Escalation Date”), the Base 

Rate Cap then in effect shall be escalated in accordance with the following formula; 

provided that in no event shall the Base Rate Cap, as it may be escalated pursuant to 

this subsdon (d), exceed *-I. On each Escalation Date, the Base Rate 

Car, to be effective for the subsequent twelve (12) month period shall be the sum of 

4 
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(i) For any billing month, the Final Rate Cap (stated on a per unit basis) shall be 

determined by adding the Base Rate Cap and an amount equal to the aggregate 

of the applicable surcharges (as defined in section (e)(ii) below). 

(i3 The type of surcharges contemplated under Rate Schedule FTS-2 to be included 
in the calculation of the Final Rate Cap are applicable surcharges, such as ACA, 

fuel, and Capital surcharges; provided, however, Tramporter shall not collect 

under this Agreement any surcharge associated with GRI, Gas Supply 

Realignment ("GSR"), the xecovay of take-or-pay costs or gas purchase 

reformation costs, FERC Account No.191 costs ("restructuring costs"), or any 

similar surcharge associated with the restruchuhg of Transporter's merchant 

service under orders in FERC Dooket No. RS92-16-000 or similar proceedings, 

any separately stated surcharge related to the recovery of restructuring costs of 

any upstream provider of transportation or sales services to Transporter, or, to 

the extent such charges may be discountable, any industry-wide research and 
development surcharges such as those currently proposed in FERC Docket No. 

RPo4-378. 

If, at any time after the Service Commencement Date and during the primary term 
ofthis Agreement, the effective rate that Transporter is authorized by the FERC to 
charge Shipper, including surcharges, exceeds the Final Rate Cap, then Transporter 

shall discount such authorized FERC rate down to the Final Rate Cap in accordance 
with the order of discounting provided for in Trsnsportrr's FERC Gas Tariff. 

Unless otherwise mutually agreed by the Parties, after the expiration of the primary 

term of this Agreement, Shipper shall pay Transporter the rates established under 

Transporter's Rate Schedule JTS-2, as filed with and approved by the FE?RC. 

If Shipper proposes or supports a change in the rate design methodology on which 

the currently effective FTS-2 rates are based, as set forth in Sections IU.2.c and d, 

and lIl.3.b of the Phase lU Settlement, and such proposals or changes are approved 

by a final non-appealable order, the Final Rate Cap shall be deemed waived. 

Notwithstanding the foregoing, if Transporter proposes, or any other party proposes 

and Transporter either supports or does not oppose, a change to any of such rate 
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design methodologies in any Section 4 or Section 5 proceeding, then Shipper may 

take a position on that particular rate design methodology in that proceeding, 

whether or not consistent with the position taken by Transporter, without waiving 

the Final Rate Cap, and unless otherwise agreed by Transporter and Shipper, 

approval of such a proposed change in the rate design methodology by a h a l  non- 
appealable order, in such Section 4 or Section 5 proceeding, shall not affect the 

continuing applicability of the Final Rate Cap. Specifically, the rate design 
methodology issues referenced above in this Section @) are as follows: 

(i) the straight fixed variable method of rate design, and of classifying and 

allocating costs, 

(5) unless otherwise agreed to by both p d e s  hereto, the systemwide postage 
stamp rate for FTS-2 service to the Market Area, 

(iii) the levelized rate methodology through h4arch 31,2005, and thereafter, the 
traditional cost-of-service methodology, and 

(iv) the methodology of allocating the operation and maintenance (“O&M”) costs 
between Rate Schedules FTS-1 and FTS-2; provided, however, that without 
waiving its final Rate Cap under this Section @) (iv), and with respect to the 

allocation of administrative and general (“MG’? expenses only, a Shipper 

may challenge, on a prospective basis only, Transporter’s use of the Kansas- 
Nebraska methodology in the Section 4 rate case to be filed by Transporter in 
accordance with Article XI of the Settlement q p v e d  by the FERC in 
Docket No. RPO4-12; and provided further, that Shipper may, without 

waiving its Final Rate Cap (and regardless of my position taken by 
Transporter), argue for any allocation methodology that allocates no more 
O&M costs to Rate Schedule FTS-2 than would otherwise be allocated by use 

OE 

a the Phase III Settlement methodology for allocating all O&M costs 

except for A&G expenses, and 

the Kansas-Nebraska methodology for allocating A&G expenses. b. 
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4.4 [Deleted- Not Applicable] 

5.1 

5.2 

5.3 

5.4 

5.5 

ARTICLE V 
Term of Agreement 

This Agreement shall become effective upon the date first written above and shall continue 

in effect for a primary term of Twenty (20) years commencing with the Service 

Commencement Date. 

In the event the capacity being contracted for was acquired pursuant to Section 18.E. of 

Transporteis Tariff, then this Agreement shall terminatC on the date set forth in Section 5.1 

above. otherwise, in accordance with the provisions of Section 20 of the General Terms 

and Conditions of Transporter's Tariff, Shipper has elected mght of First R e h d  or Roll- 
over Option] and upon the expiration of the primary term and any extension or roll-over, 

termination will be governed by the provisions of Section 20 of the General Terms and 

Conditions of Transporter's Tariff. 

[deleted -not applicable] 

Shipper may buy out of a Savice Agreement for all or a portion of its transportation 

capacity ('MDTQ") thereunder, at any time, by paying Transporter the net present value of 

Shipper's remaining reservation charge obligations for such capacity, discounted at a 

reasonable rate to be mutually agreed upon by the parties at the time of such buy-out. 

Notwithstanding any other provision in this Agreement, after the Service Commencement 
Date, in the event that: (1) Shipper is capable of using gas; and (2) Transporter is unable to 

deliver Shippds designated volumes at the specified Delivery Point@) and at the pressures 

provided for in this A m e n t  for a period of two consecutive days ("Service Cessation"), 

Shipper shall have the right to reduce the MDTQ by the volumes not delivered, without 
costs or penalty, by pmviding written notice to Transporter witbin forty-five (45) days of 
such occurrence; provided, however, that if a Service Cessation occurs more than five (5) 

times in any calendar year, Shipper shall have the night to terminate this Agreement by 

providing written notice to Transporter within forty-five (45) days of such occurrence; 

provided further, however, that XTranSporter's failure to deliver is due to events of 
Transporter's force majeure as defined in Rate Schedule FTS-2, Shipper shall have the right 

DLMIPh7/FPC/FTSZ-fmaI-win 7 
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ARTICLE W 
Notices 

All notices, payments and communications with respect to this Agreement shall be in 
writing and sent to the addresses stated below or at any other such address as may hereafter be 
designated in writing: 

ADMINtsTFaTIvEMAT~ 

Transporter: Florida Gas Transmission Company 
1331 Lamar Streef Suite #650 
Houston, Texas 77010 
Attention: Market Services 
Telephone No. (713) 853-5655 

Florida Power Corporation M a  Progress Energy Florida, Inc. 
410 South Wilmington St., PEF319 
Raleigh,NC 27601 
Attention: Contracts Dept. 
Telephone No. 919-546-4280 

ShipptX: 

F ~ N o .  919-546-2649 

PAYMENT BY WIRE TRANSFER 

Transporter: Florida Gas Transmission Company 
[Transporter to provide at a lata date] 

Shim: Florida Power Corporation d/b/a Progress Energy Florida, Inc. 
[Shipper to provide at a later date] 

ARTICLEVUI 
Facilities 

8.1 peleted - Not Applicable] 

8.2 [Deleted - Not Applicable] 
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ARTICLEIX 
Regulatory Authorizations and Approvals 

(a) Transporter's obligation to  provide service is conditioned upon receipt and 

acceptance of any necessary regulatory authorization, in a form acceptable to Transpoaer in its 
sole discretion, to provide Firm Transportation Service to Shipper in accordance with the terms of 

Rate Schedule FTS-2, this Service Agreement and the General Terms and Conditions of 

Transporteis Tariff. 

@) [deleted - not, applicable] 

ARTICLEX 
Pressure 

10.1 The quantities of gas delivered or caused to be deliveredby Shipper to Transporter 

heremder shall be delivered into Transporter's pipeline system at a pressure sufficient to 

enter Transporter's system, but in no event shall such gas be delivered at a pressure 

exceeding the maximum authorized operating pressure or such other pressure as 

Transporter permits at the Point(s) of Receipt. 

10.2 Transporter shall have no obligation to provide compression and/or alter its system 

operation to cfffectuate deliveries at the Point@) of Delivery hereunder. 

10.3 The quantities of gas to be delivered by Transporter to  Shipper hereunder shall be delivered 

to Shipper at a minimum pressure of 500 psig at the Progress-Hiues delivery point. 

ARTICLE XI 
Other Provisions 

1 1.1 Prior to Traasporteis execution of this Agreement, Shipper must demonstrate 

creditworthiness satisfxtory to Transporter, In the event Shipper fails to establish 
creditworthiness within fifteen (15) days of Transporter's notice, Transporter shall not 
execute this Agreement and this Agreement shall not become effective. 

D L ~ W ~ ~ / F P ~ S - ~ - ~ - W ~ U  LO 
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1 1.2 Service pursuant to this Agreement is expressly subject to the following conditions: 

(a) (i) Deleted -. Not Applicable] 

(ii) [Deleted-,Not Applicable] 

@) This agreanent is subject to approval of the board of directors of Transporter. 

(c) peleted - Not Applicable] 

(d) [Deleted - No1 Applicable] 

(e) peleted -Not Applicable] 

(0 peleted-Not Applicable] 

(g) Approval of h s  Agreement by Shipper’s senior management andor Board of 
Directors by January 31,2005, the. issuance and acceptance by Shipper by June 15, 

2005, of all federal, state or local authorizations, if any, requested by Shipper to 

receive service hereunder, and the execution by Shipper of binding upstream gas 

tmnsportation and supply arrangements by January 31,2005, and the completion of 

construction, by March 1,2009, of any facilities necessary to deliver Shipper’s gas to 

Transporter, for delivery to Shipper h e r d e r -  In the event that any of these 

conditions are not met by the dates specified (“deadline”) in this section 11.2(g), 

shipper may elect to terminate this Agreement by giving written notice, within ten 
(10) days of the deadline, of such t amhation to Transporter, and this Service 

.4gmment shall terminate upon Transporter’s receipt of Shipper’s notice; provided, 

however, in no event shall such notice be given by Shipper to Transporter any later 

than March 10,2009. 

The approval without modification M condition that is unacceptable to any Settling 

Party, of the rate case Stipulation and Agreement of Settlement filed on August 13, 

2004 inDocketNo.RPO4-12. 

+-. 

@) 

11.3 Deleted - Not ApplicableJ 

1 1.4 [Deleted - Not Applicable] 

1 1.5 [Deleted -Not Applicable] 
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11.6 In the event that Shipper does not receive, on terms and conditions acceptable to Shipper in 
its sole determination, by May 1,2005, all of the hnal and non-appealable authorizations, 

approvals and ox exemptions kom the Florida Public Service Commission and kom any 

other regulatory body having jurisdiction necessary for Shipper to construct, own and 

operate Shipper’s Hines Plant Expansion (‘‘Shippers Regulatory Approvals’’), Shipper may 

give written notice of termination to Transporter, and this Service Agreement shall 
taminate upon FGT’s receipt of Shipper’s notice; provided, however, in no event shall 

such notice be given ‘by Shipper to Transporter any later than June 10,2005. 

12.1 (a) 

0) 

ARTICLE W 
Mhcellaneoua 

This Agreement shall bind and benefit the successors and assigns of the respective 

parties hereto; provided however, that neither party shall assign this Agreement or 

any of its rights 01 obligations hereunder without first obtaining the written consent 

of the other party, which consent shall not be unreasonably withheld. 

Shipper may also assign its rights under the Find Rate Cap but only in the event 

that such assignment is to a third party that has a Moody’s credit rating equal to or 

greater than that of Shippa. 

12.2 No waiver by either pady of anyone or more defaults by the other in the performance of 

any provisions of this Agreement shall operate or be construed as a waiver of any future 
defaults of a like or diEerent character. 

12.3 This Agreement con- Exhibits A and B (each for the periods October 2007 through 

April 2008, October 2008 through April 2009, and commencing October 2009), which are 

incorporated fully herein. 

THIS AGREEMENT SHALL BE GOVERNED BY AND INTERPRETED IN 
ACCORDANCE WITH THE LAWS OF THE STATE OF TEXAS, WITHOUT 
REFERENCE TO ANY CONFL.ICT OF LAWS DOCTRINE WHICH WOULD APPLY 
THE LAWS OF ANOTHXR JURISIDCTION. 

12.4 
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ARTICLE Xm 
Superseding Prior Service Agreements 

This Agreement supercedes and cancels the following Service Ageements between 

Transporter and Shipper: 

None. 

IN WITNESS WHEREOF, the parties hereto have executed this Agreement by their duly 

authorized officers effectiw as of the date ht written above. 

TRANSPORTER SHIPPER 

FLORIDA POWER CORF'ORATION dib/a 

c 
Attest: (to be attested if not 
signed by an officer of the company) 

Attest: (to be attested ifnot 
signed by an officer of the company) 

Title Title 

Date Date 

13 



FIRM TRANSPORTATION SERVICE AGREEMENT 
RATE SCHEDULE FTS-2 

REDACTED 
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FIRM TRANSPORTATION SERVICE AGREEMENT 
RATE SCHEDULE FTS-2 

REDACTED 
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FIRM TRANSPORTATION SERVICE AGREEMENT 
RATE SCHEDULE FTS-2 

RErDACTED 
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FIRM TRANSPORTATION SERVICE AGREEMENT 
RATE SCHEDULE FTS-2 

REDACTED 
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Southern LNG 

Reactivation Expansion 
Nov 2001 Is' Qtr 2006 

446 MMcfd 360 MMcfd 
675 MMcfd 540 MMcfd 

I 

I 

ragu Capacity 4.0 Bcf 3.33 Bcf 

--- d Sendout I 

Elba Island LNG Import Terminal 

Combined 

7.33 Bcf 
806 MMcfd 
1215 MMcfd 

I StOl 

Major Gas Suppliers 
British Gas 
Shell 

-- I Base Loa 

1 Peak Sendout I Exhibit BHH-3 





Exhibit - (SSW-1) 

Historical and Projected Energy by 

Fuel Type for Peninsular Florida 
\ 

2003 GWh generated by Fuel Type 

Nuclear 
18% 

Pet Coke 
Natural 2 Yo 

Gas 

Distillate " \ Re sic$al Coal 
Oil 33% 
0.5% I 6% 

2013 GWh generated by Fuel Type 

Nuclear 
Pet Coke 

Natura I 
Gas 
55% Oil 

Disti Ila te 

0.7% 

Source: 2004 Ten Year Site Plans 
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