
3 

4 

8 

9 Q. 

10 A. 

I 1  

12 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

DIRECT TESTIMONY OF 

THOMAS G. FOSTER 

ON BEHALF OF 

PROGRESS ENERGY FLORIDA 

DOCKET NO. 090007-E1 

AUGUST 28,2009 

Please state your name and business address. 

My name is Thomas G. Foster. My business address is 299 First Avenue North, 

St. Petersburg, FL 33701. 

13 Q. 

14 A. 

15 Regulatory Planning Florida. 

By whom are you employed and in what capacity? 

I am employed by Progress Energy Service Company, LLC, as Supervisor of 

16 

17 Q. 

18 

19 A. Yes, Ihave. 

Have you previously filed testimony before this Commission in connection 

with PEF’s Environmental Cost Recovery Clause (ECRC)? 

20 
i 
i 

r 

21 Q. 

22 testimony in this proceeding? 

Have your duties and responsibilities remained the same since you last f#ed - - 

23 A. Yes. > 

1 



1 Q- 

2 A. 

3 

4 

5 

6 

7 

8 

9 

10 

I1 

12 Q. 

13 

14 A. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

What is the purpose of your testimony? 

The purpose of my testimony is to present, for Commission review and 

approval, PEF’s calculation of the revenue requirements and its ECRC factors 

for application on customer billings during the period January 2010 through 

December 2010. My testimony addresses the capital and operating and 

maintenance (“OetM’) expenses associated with PEF‘s environmental 

compliance activities for the year 2010 and actions to date related to its emission 

allowance procurement strategy as part of its Integrated Clean Air Compliance 

Plan for complying with the Clean Air Interstate Rule (CAR) and related 

regulatory requirements. 

Have you prepared or caused to be prepared under your direction, 

supervision or control any exhibits in this proceeding? 

Yes. I am sponsoring the following exhibits: 

1. Exhibit No. -(TGF-3), which consists of PSC Forms 42-1P through 42- 

7P, and 

2. Exhibit No. -(TGF-4), which provides details of four capital projects by 

site. 

The following individuals will also be co-sponsors of Forms 42-5P pages 1 

through 14 as indicated in their previously filed testimony: 

Mr. Zeigler will co-sponsor Forms 42-5P pages 1 ,2  and 9 

Ms. West will co-sponsor Forms 42-5P pages 3,4,6,  8, 10, 11, 12, 13 

and 14 

2 



Mr. McCallister will co-sponsor Forms 42-5P page 5 

Mr. Murray will co-sponsor Forms 42-5P page 7 

I 

2 

3 

4 Q. 

5 

6 A. 

I 

What is the total recoverable revenue requirement relating to the 

projection period January 2010 through December 2010? 

The total recoverable revenue requirement including true-up amounts and 

revenue taxes is $234,002,435 as shown on Form 42-1P, Line 5 of Exhibit No. 

8 - (TGF-3). 

9 

io  Q. 

11 December 2010? 

12 A. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

What is the total true-up to be applied in the period January 2010 through 

The total true-up applicable for this period is an over-recovery of $19,754,975. 

This consists of the final true-up of under-recovery of $4,320,606 for the period 

from January 2008 through December 2008 and an estimated true-up over- 

recovery of $24,075,581 for the current period of January 2009 through 

December 2009. The detailed calculation supporting the estimated true-up was 

provided on Forms 42-1E through 42-BE of Exhibit No. - (TGF-1) filed with 

the Commission on August 3,2009. 

3 



1 Q- 

2 

3 

4 A. 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Are all the costs listed in Forms 42-1P through 42-7P attributable to 

Environmental Compliance projects previously approved by the 

Commission? 

Yes, with the exception of the Total Maximum Daily Loads for Mercury Project, 

which is discussed below. PEF's 2010 ECRC projections include the following 

projects that have been previously approved by the Commission: 

PEF's Integrated Clean Air Compliance Plan (Program No.7), which the 

Commission approved as a prudent and reasonable means of complying with 

CAIR and related regulatory requirements in Order No. PSC-07-0922-FOF-EI. 

The Substation and Distribution System O&M programs (Nos. 1 and 2) were 

previously approved by the Commission in Order No. PSC-02-1735-FOF-EI. 

The Pipeline hteprity Management Program (No. 3) and the Above Ground 

Tank Secondary Containment Program (No. 4) were previously approved in 

Order No. PSC-03-1348-FOF-EL 

The recovery of SO2 Emission Allowances (No. 5 )  was previously approved in 

Order No. PSC-95-0450-FOF-EI; however, the costs were moved to the ECRC 

Docket from the Fuel Docket beginning January 1,2004 at the request of Staff 

to be consistent with the other Florida IOUs. 

4 



I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

The Phase I1 Cooling Water Intake 316(b) Program (No. 6) was previously 

approved in Order No. PSC-04-0990-PAA-EI. 

The Sea Turtle Lighting Program (No. 9), the Arsenic Groundwater Standard 

Program (No. 8), and the Underground Storage Tanks Program (No. 10) were 

previously approved in Order No. PSC-05-125 1-FOF-EI. 

The Modular Cooling Tower Program (No. 11) was previously approved by the 

Commission in Order No. PSC-07-0722-FOF-EI. 

The Crystal River Thermal Discharge Compliance Project (No. 11.1) and the 

Greenhouse Gas Inventory and Reporting Project (No. 12) were previously 

approved in Order No. PSC-08-0775-FOF-EI. 

Q. 

A. 

What is the Total Maximum Daily Loads for Mercury Project? 

On March 4,2009, PEF submitted a petition for approval to recovery costs to be 

incurred as a result of PEF‘s participation in studies related to the Florida 

Department of Environmental Protection’s (“FDEP’s”) development of Total 

Maximum Daily Loads (“TTMDLs”) for mercury in Florida waters, as well as 

separate rules to regulate mercury emissions from various sources including, 

potentially, coal-fired power plants. As discussed in PEF’s Petition and the pre- 

filed testimony of Ms. Patricia Q. West submitted on August 3,2009, the 

program qualifies for cost recovery under the ECRC and is consistent with 

5 



I 

2 

3 

4 Q. 

5 

6 A. 

7 

8 

9 

10 Q. 

I 1  

12 A. 

13 

14 

15 

16 

Commission policy encouraging utilities to take efforts to control environmental 

compliance. 

Have you prepared schedules showing the calculation of the recoverable 

O&M project costs for 2010? 

Yes. Form 42-2P contained in Exhibit No. -(TGF-3) summarizes the 

recoverable O&M cost estimates for these projects in the amount of 

$46,919,229. 

Have you prepared schedules showing the calculation of the recoverable 

capital project costs for 2010? 

Yes. Form 42-3P contained in Exhibit No. -(TGF-3), summarizes the cost 

estimates projected for these projects. Form 42-4P, pages 1 through 15, shows 

the calculations of these costs that result in recoverable jurisdictional capital 

costs of $206,669,820. 

17 Q. 

18 

19 EstimatedActual filing? 

20 A. 

21 

Please explain why the beginning balance in the Capital Program Detail 

Exhibit No. -(TGF-4) for the CAIR project (7.4k) does not tie to the 2009 

Subsequent to the 2009 EstimatedActual filing it was noticed that Project (7.4k) 

was not placed into service in December 2009. Therefore, to properly reflect 

22 

23 

this project in 2010, PEF included the correct beginning balances for plant in- 

service (line 2) and accumulated depreciation (line 3). Also, PEF properly 

6 



1 

2 

3 

4 

5 

6 Q. 

7 

8 A. 

9 

10 

11 

included a true-up in line 7c - Other for the equity and debt components that 

should have been in the 2009 Estimatedlktual filing. Finally, a true-up was 

also placed in line 8e - Other for the depreciation and property taxes that should 

have been included in the 2009 EstimatedlActual filing. 

Have you prepared schedules providing the description and progress 

reports for all environmental compliance activities and projects? 

Yes. Form 42-5P, pages 1 through 14, contained in Exhibit No. -(TGF-3) with 

provides each project description and progress, as well as the projected 

recoverable cost estimates. 

12 Q. 

13 

14 A. 

15 

What is the total projected jurisdictional costs for environmental 

compliance activities in the year 2010? 

The total jurisdictional capital and O&M costs of $253,589,049 to be recovered 

through the ECRC, are calculated on Form 42-1P, contained in Exhibit No. 

16 - (TGF-3). 

17 

18 

19 

20 

21 

22 

23 

24 

Q. 

A. 

Please describe how the proposed ECRC factors were developed. 

The ECRC factors were calculated as shown on Forms 42-6P and 42-7P contained 

in Exhibit No. -(TGF-3). The demand component of class allocation factors 

were calculated by determining the percentage each rate class contributes to the 

monthly system peaks and then adjusted for losses for each rate class. This 

information was obtained from PEF’s July 2009 load research study. The energy 

allocation factors were calculated by determining the percentage each rate class 

7 



I 

2 

3 

4 

5 Q. 
6 

7 A. 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

contributes to total kilowatt-hour sales and then adjusted for losses for each rate 

class. Form 42-7P presents the calculation of the proposed ECRC billing factors 

by rate class. 

Have you made any changes in how the costs associated with Project 7 are 

being allocated to the different rate classes? 

Yes. Project 7 capital and O&M costs are being allocated to the retail rate classes 

on an energy basis as opposed to a production demand basis. Previously, pursuant 

to the settlement in Docket 050078, PEF's last Rate Case, PEF was allocating the 

costs of this project to the rate classes on a demand basis. Beginning in 2010, PEF 

will no longer be operating under this settlement and as such believes the costs 

associated with this project are more appropriately allocated to the retail rate 

classes on an energy basis. This is consistent with the stipulation approved for 

TECO in Order PSC-04-1187 in Docket No. 040007. This is also consistent with 

Order No. PSC-94-0044 where the Commission ordered that costs associated with 

the compliance with the Clean Air Act Amendments of 1990 (CAAA) be allocated 

to the rate classes in the ECRC on an energy basis due to the strong nexus between 

the level of emissions which the CAAA seeks to reduce and the number of 

kilowatt hours generated. 

8 



1 Q. 
2 A. 

3 

4 

5 

6 

7 

8 Q. 
9 

10 A. 

I 1  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Please explain why you provided three separate billing factors? 

PEF has provided the allocation of the retail revenue requirements to the rate 

classes three ways: 12CP and 50% AD as proposed by the Company in Docket # 

090079-EI, 12CP and 25% AD as recently approved for Tampa Electric in Docket 

# 080317-EI, and 12CP and 1/13th AD, the Company’s currently approved 

method. 

Why are the ECRC factors for the Curtailable (CS) and Interruptible (IS) 

rate classes presented both individually and combined in your exhibit TGF3? 

As explained in the direct testimony of William C. Slusser Jr. in Docket 090079- 

EI, these rate classes should be combined and treated as one rate class since their 

load characteristics are similar. The ECRC factors for these rate classes are 

presented both individually and combined on page 42-7P, in my exhibit TGF-3, 

pending the outcome of the Commission decision in Docket No. 090079-EI. 

9 



Q. What are PEF's proposed 2010 ECRC billing factors by the various rate 

classes and delivery voltages? 

The computation of PEF's proposed ECRC factors for customer billings in 2010 is 

shown on Form 42-7P, contained in Exhibit No. -(TGF-3). In summary, these 

factors are as follows: 

A. 

RATE CLASS 

lesidential 

jeneral Service Non-Demand 

@ Secondary Voltage 

@ primary Voltage 

@ Transmission Voltage 

Ieneral Service 100% Load Factor 

jeneral Service Demand 

@ Secondary Voltage 

@ Primary Voltage 

@ Transmission Voltage 

Interruptible & Curtailable 

@ Secondary Voltage 

@ Primary Voltage 

@ Transmission Voltage 

Lighting 

ECRC FACTORS 

12CP & 5 o % m  

0.655 centsfkwh 

0.647 centskwh 

0.641 centskwh 

0.634 centskWh 

0.630 centskWh 

0.636 centskwh 

0.630 centskWh 

0.623 centskWh 

0.616 cen t skwh  

0.610centskwh 

0.604 centskwh 

0.637 cent&# 

ECRC FACTORS 

12CP & 25%AD 

0.656 centskWh 

0.646 centskwh 

0.640 cents/kwh 

0.633 centskWh 

0.628 centskWh 

0.635 centskWh 

0.629 centskWh 

0.622 centskWh 

0.615 centskWh 

0.609 centdkwh 

0.603 centskWh 

0.634 cents/kWh 

ECRC FACTORS 

l2CP & U13AD 

0.656 centskWh 

0.646 centskWh 

0.640 centskwh 

0.633 centskwh 

0.627 centskwh 

0.634 centskWh 

0.628 centskwh 

0.621 centskwh 

0.614 centskWh 

0.608 centskWh 

0.602 centskwh 

0.632 cents/kWh 

6 

10 



I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

Q. 

A. 

Q. 
A. 

Q. 
A. 

When is PEF requesting that the proposed ECRC billing factors be made 

effective? 

PEF is requesting that its proposed ECRC billing factors be made effective with 

the Fist bill group for January 2010 and continue through the last bill group for 

December 2010. 

Please summarize your testimony. 

My testimony supports the approval of an average environmental billing factor of 

0.644 cents per kwh which includes projected capital and O&M revenue 

requirements of $234,002,435 associated with a total of 13 environmental projects 

and a true-up over-recovery provision of $19,754,975. My testimony also 

demonstrates that the projected environmental expenditures for 2010 are 

appropriate for recovery through the ECRC. 

Does this conclude your testimony? 

Yes, it does. 
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Fori 42-5P PROGRESS ENERGY FLORIDA 

Environmental Cost Recovery Clause (ECRC) 
JANUARY 2010 -DECEMBER2010 
Description and Progress Report for 

Envimmntal Compliance Activities and Projects 

m*t me: 
Project No. I 

Profst Daocrlption: 
Chapter 376, Florida Statutes. requires that any person discharging a prohibited pollutant shall undertake to mntain, remove, and 
abate the discharge to the satisfadion of the Flonda Department o f € n v i m n t a l  Protedion. Slmlarly, Chapter 403, Florida SlaMes 
provides that it is prohibited to cause pollution soas to ham or injure human health or welfare. animel, plant. or aquati life or praperty. 
For Progress Energy Florida to continue to comply with these statutes, it is oonducting environmental Investigation, remediation. and 
pollution prevention adivllies associated with its substation facilities to determine theexistence of pollutant discharges, and if present, 
their removal and remediMm. Adivities also inducle Welopmerit and inpJementation of best management and pollution prevention 
measures at these facilities 

Substation Environmental Invwtigatton, RemeQWon, and Potlutkm Prevention 

Project Accomplishments: 
PEF has conducted environmenM remediicns at 41 eubstations dunng 2008. PEF is c u W y  on tar@ to meet the sdledule for 
substation remediations agreed to with the FDEP for 2009. 

Project Fbcal Expenditures: 
January 1 ~ 209 to December 31 ~ 2009' Ptcyect expendltwes are estirnetad to be $2,728,163 lower than onginally pro@& This 
variance is primarily clue to scheduling conflicts that resulted in rnulbple sites being rescheduled froin the first half of 2009 to the fourth 
quarterof2009 and into 2010, multiple sites containing Ass contamination than onginally projected, and recent scope changes to the 
remediation takmg p h e  at the West Lake Wales substatton site. 

Project Progress Summary: 
PEF is on schedule according to the approved Subata!ion Inspection Plan and the Substation Assessment and Remedial Action Pian. 

Project Projections: 
Estimated project expendltures for the period January 2010 through December 2010 are expected to be $2.075.41 1 
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Mstn’bution System Environmental Inves;tigation, Remedlatlon, and Pollution Prevention 

Project Description: 
Chapter 378, Florida Statutas, requires that any person drsWarging a prohihted pollutant shall undertake to Oontsb, remove, and 
abate the discharge to the satisfsdion of the Ftorida m n i  of Envimnmental Protection. Similarty, Chapter 4433, Florida Statutes 
provides tlmt it is prohrbjted to cause pollution so as ta harm or injure human health orwelfare, animal, plant, or aquatic rife or propwty. 
Fw Progress Energy Florida to continue to CMnPty with ihese statutes, it is conducting environmenlal investigation, remediation. and 
pollution pvention &v&s associated with its dWL?&on system facilWs to determine fhe existem of polWnt discharges, and if 
present, their removal and remdiatton. AdlvMes also indude developmwrt and implementation of best manageIWMi and pollution 
prevention measures at these facilities. 

ProJect Accomplishments: 
Progress Energy has compisted all TRIP insptKXions and has finalized its remaaing targets PEF is expedrng to complete 
remdiations on 875 distribution padmount transformer sites in 2009. All refnediatrons have been conducted in accordance with the 
FDEP approved Environmental Remediatkm Strategy. 

P w t  Fiscal Expenditures: 
January 1,2009 to December 31,2009. Pqect expendltures are estmated to be $70,481 higher than originally projected 

Project Pro@mss surrmnry: 
This project is on schedule a m d i n g  to the approved Distri i ion System Investigation, Remediation 8nd Pollution Prevention 
Program. 

Project PmJections: 
Estrmated pro)& expenditures far the panod January 2010 through December 201 0 are expected to be appmxmately $8.9 million 
Progress Energy IS expecbng to complete remedkdons on approximately 750 sites 
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Project 1*: 
Pmjftct No. 3 

Pipeline I n t e g w  Management, ReviewNpdate Plan and Risk Assessments 

Project Desuiptron: 
The US. Department of Transportation (‘USDor) Regutatton 4B CFR Part 195, as anended eRactive February 15,2002 and Uta new 
Fegulation published at 67 Ferferd Reg‘kter 2136 OR January 16,2002 requires PEF to implement a Pipelme Integrity MaMgement 
program. Prior tothe February 15,2002 amendments, the USDOTspipeline integrity management regulationsapplied only to 
operators with 500 miles or more of hazardous liquid and carbon dioxide pipelines that could affect high consequence areas. The 
amendments v&i& became effective MI February 35,ZOM extended the requirements for hnplementing integrity management to 
operators who have less than $00 miles of regulated pipdines. As such, PEF must i m w e  the inbgrityof pipeline systems in order to 
protect public safety and the environment, as well as mmply with continual assessment anU evaluation of pipeline systems integrity 
through inspedii or testing, data integrakn and analysis. andfolk up with remedial, prevmbtive. and mitigabve adtons 

PEF owns one hazardous liquid pipeline that is subject to the new regulation and must compfy wdh the new requirements for the 
Barbw/Andote 14-inch hot oil pipeline, extending 33.3 miles from the Company’s Bartow PIant north of St. Pstersburg 

PfojH AcGcmplishments: 
During 2009 Regulatory Compliance Partners complekd a regulatory gap analysls of the PlM pmgrem using the PHMSA Pmtocok, the 
htegrity Management Program Plan Revision 6 was completed and BAP personnel have participated in the design p r o ~ e s s  and 
construction wordination for FDOT Projects at  US 19 and Mines Bayshore Road, and 9th Street and Gandy Boulevard. 

Project F W  Expenditures: 
Jawmy 1,2009 to December 31,2008. OBM pmieCt expenditures are estimated K, be in b n e  with the onginally projected expenses. 

Project Prograss slunmaly: 
Rewew and updates to the integrity managfmeat plan and risk analyses continue on target Compliance work wll conbnue through the 
end of2Do9, and into thefuiure 

Project PrqJections: 
Estimated pmject 08M expenditures for the penod January 2010 through December 2010 we expected to be $1,218,000 



m i t ' $ u i G Y  FLOR IDA 
Environmental Cost Recovery Clause (ECRC) 

JANUARY 2010 - DEGHBER 2OiO 
Description and Progress Report for 

Environmental Compliance Adiiities and Projects 

"OCL(efIY0. UYUUUI-CI 

progress Energy Florida 
Witness: T.G. Foster 

Exhibit No.-(TGF-3) 
Page 23 of 39 

Form 42.5P 
~ a g e 4 o f ~  

prolect TI&: 
Project No. 4 

Project DasGriptwn: 
Floiida Department of EnvirOnmental PrcbchQn Rule 62-76? .579(3) states that the Company is required to make improvements to 
many of tls above ground pstmlwrm storage tanks in ofdeer to comply with those provisions. Subsectibn (cr) of that nile requires all 
internally lined single bdtom above ground storage tanks to be upgraded with secondary containment Inc 
containment for piping in contact with the soil. Rule 62-761 .500(l)(e) also requires that dike field area con 
be upgraded, if needed, to KKnply with the requitemant 

Above Ground Storage lank  Secondary Contalnment 

Project Accomp)iahments: 
The foUwing tanks were Wmpteted and placed into service tluring 2009: M a r y  1, Tumer 7, Turner 8 a m  Higgins 1. Work on Bartow 
6 will commence in September 200% Tumer P-I and P-2 piping work Is anticipated to begin in September 2009 and is axpected to be 
completed by year-end. 

Project Fiscsl Expenditures: 
January 1,2009 to December SI ,  2009 There are no projected O g M  project expenditures for this project in 2009 

Project Plogress Summary: 
PEF will wntiinually evaluate tls cwnpriance program, including projed prioritization, schedule, and techndogy applications 

Project ProjetSons: 
Est~mted capital expenditurefs for the period January 2010 througtI December 201 0 are expected to be approximately $638,000. The 
costs are associated with the tank u w  work a Bartow 
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Project Title: 
Project No. 6 

PROGRESS ENERGY FLO RlOA 
Environmental Cost Recovery Clause (ECRC) 

Description and Prcgess Report for 
Mvironmaotal Compliance Activities end Projects 

JANUARY 2010 - DECEMBER 2010 

SO2 and NDX Emissions 

Project Description: 
In acewaanCewith TiUe I!# of theclean f i r  & CFR 40 Part73 and Pait 76, and Florida Statute Regutation 62-214, PEF manages 
the companfs SO2 and NOX wnissions&lowance inventory for the purpose of offsetting suliur dioxide and nitrogen oxides emisions 
in compliance with the Federal M d  Rain Program. 

Wject Accomplishments: 
For purposes of compliance Wtth an affected unirs sulfur &ox&? and nitrogen oxides emissions requirements under the Acid Ram 
Pmgrwn, the air quality Gwnplianca costs are administered by an authwrzed accounl represmhve who evaluates a variety of 
~e5w~ces and options. Act~vities perfotmed include purchases of SO2 and NOX emissions allowances as well as auctions and 
transfers of SO2 etn~ io f f i  allolnrances. 

Project F i s d  Expenditures: 
January 1,2009 to December 31,2009: Propctexpendilures are estimatecl to be $19,338,701 lowerthsn originally projected This 
variance is primarily driven by a d d  emissions being lowar than foremsted emissions due to lower power demand and fuel switching 
from d f i r e d  and Oii-fired generation to gas-iired generation when economi0S)ty and operationally feasible Aim, the weighted 
average cost - the per allowance cost at which emissions are expensed - is lower Man the original projection 

Project Progress Summary: 
PEF continually evaluates its compliance stmtegy to manage the most cost effective pFogram and to maigate higher gas pnnes which 
can impact our fuel mix as it relates to emissions as a result of residual oil 

Project Projections: 
For the period January 2010 through December 2010 Estimated SO2 expenditures am expected to be $1,568,253 and NOX pqect 
ekpenditurw for the penod and $8,852,556. respechveiy. PEF also expects approximately $233,180 in amor!Iration expense fmm 
SO2 auction pmceeds in 201 0 
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Project Description: 
Section 316@) OF the Federal Clean Water Act, requires that "the M o n ,  design, consbudion, and capacity of coding water intake 
structures reflecl the besl technology available for rmninnzirig sdvememironinentai impaw 33 U.S.C. Ssction 1326. In the past, 
EPPI and the state regulatory agemy implemented Section 316(b) on a case-bycase basis. in the imw Phase I1 rules, EPA has 
established "natwtal per fmnce stendards" for determining compliance with section 31 6(b) at certain exsting electricgenerating 
facilities. See 40 CFR 125.94(b). The p-s of complmnce involves planntng and scheduNng efforts. conducting certain biological 
studies, and evaluabon of aptions for mmpliance These compliance oplions involve enginearing measures, operational measures. 
restorative measures ador  cost assassment measures. See generally 40 CFR 125 94 and 125 95 

Project Accomplishments: 
PEF facilnles subject to EPA's new Phase It rules include Anclote, Bartow, Crystal Rwer and Suwannee plants. Early in 2004 PEF 
requested mpetitlve bids for an emrimmental consultant to support the development of a Compliance Strategy and Implementation 
Plan (CSiP); that mntfact was secured and the GSlP is now complete. The consultant mpieted a Proposals for Informat~on 
WWon @ICs) for Ancfde and Bartwv, Suwannee and Crystal River and they have been submitted and approved by the FDEP. 

Project Fiscal Expenditures: 
January 2009 - December 2009: Due to the vacatur, the estimated project O W  expenditures for the penod January 2009 through 
December2009 are projected to be $0. 

Project Progress Sumnary: 
The original baseline biological studies have been completed. Work has been suspended pending m p W  of additional 
rulemahng 

Project Projections: 
Due to the vacahrr, the estknated project O&M expenditures for the perkrd January 2010 through December 2010 are projected to be 
$0 
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Description and Progress Repott for 
Environmental Compliance Activities and Projects 

Project Title: 
Project No. 7 

Project Description: 
Clean Air Interstate Rule (CAIR). 40 CFR 24, 262. imposes significant new restrictions on emissions of sulfur dioxide (“502”) and nitrogen oxides 
(“NOx”) from power plants in 28 eastern states, including Florida and the District of Columbia. The CAIR rule apportions region-wide SO2 and 
NOx emission reduction requirements to the individual states, and further requires each affected state to revise its State implementation Plans 
(“SIP) by September 2006 to include measures necessary to achieve its emission reduction budget within the prescribed deadlines. 

integrated Clean Air Compliance Plan (CAR) 

Project Accomplishments: 
Progress Energy achieved several significant project milestones in 2009. In June 2009, we placed the Crystal River Unit 5 low NOx’burners 
(‘LNB”) and selective catalytic (“SCR”) system into service and in July 2009 we placed the urea to ammonia hydrolyser into service. Additionally, 
in December 2009. we expect to place the Unit 5 Flue Gas Desulfurization (“FGD” or “scrubber“) system and chimney into service. 

Project Fiscal Expenditures: 
January 2009 - December 2009: PEF‘s expenditures for the Crystal River Projects in 2009 will be approximately $215.8 million, which is in line 
with the original projection expenditures of $215.9 million. 

Project Progress Summary: 
PEF will continue to regularly track project expenditures against the detailed project scopes to ensure that PEF receives what it contracted for 
and that any scope changes are properly evaluated and documented. We also will continue to conduct regularly scheduled meetings with the 
primary contractors and senior management to maintain supervision of the project. to ensure that management remains fully informed. and to 
ensure that management expectations are communicated to the outside vendors and the project team. 

Project Projections: 
Estimated project expenditures for the period January 2010 through December 2010 are expected to be approximately $58.1 million relating to 
the SCR and FGD systems at both Crystal River Units 4 and 5. 
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PROGRESS ENERGY FLORIDA 
Environmental Cost Recovery Clause (EGRC) 

Descnption and Pmgress Report for 
Environmental Complwe Activifies and Projects 

JANUARY 2010 -DECEMBER 2010 

Pro]& Title: Arseic Groundwater Standard 
Project No. 8 

Project nesCription: 
On January 22.2001. the US. Environmental Protection Agency (USEPA) adopted a new maximum contamlnant level (MCL) for 
m e n o  m Unnking water, replacing the previous standard of 0 050 m@L with B new MCL of 0.010 mg/L (1Oppb). Effecbve January 1, 
2005, FDEP established t& USEPA MCL as Florida's dmking water standard. See Rule 62-550, F.A.C. The new standard has 
implications for land application and water reuse PrOJeas In Flonda because the clrinktng water standard has been establlshed 8s the 
gmwdwater standard by Rule 62-520.420(1), F.A.C. Lowering the arsenic standard wll require new analytical methods for sampling 
groundwater at numerous PEF sites 

Project ACW)mP1I8hmenB: 
Sampling of existing matitwing wells continues as requhed by the reissued Industrial Wastewater P m R  Discussions we continuing 
with FDEP relatlve to an acceptable strategic plan 

Reject Flscal Expendltures: 
January ZCUQ - December 2009: O&M costs are expected to be $77,669 lower than Miginany forecasted as work continues with FDEP 
to estabfish an ersenic compliance plan and schedule. 

Project Progress Summary: 
PEF will continually waluete anslytical results and maintain ongoing cornmunicatron with FDEP regarding compliance strategies 

Project Pmjectlons: 
Progress Energy canthue6 to work with the Florida Department of Ertvkonmental Protection to o~mply with the terms of the renewed 
industrial wastewater permit for the Crystal River Energy Complex (January Q. 2007) and the modified Conditions of Cemfication 
(Nwember29, 2007; and June 5, ZOOS). Given this level of uncertainly regarding tins program, PEF IS not projecting any costs 
SpeCMc to the A m f c  program in 201 0 
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PROGRESS ENERGY FLORIDA 
Environmental Cost Recowty Clause (ECRC) 

JANUARY 2010 -DECEMBER 2010 
Description and FTWSS Report for 

Environmental Compliance Activities and Projects 

Project Title: SeaTurtie - Coastal Street Lighting 
P* No. 9 

Project Descripticn: 
PEF o m  and leases high pressure sodium streetlighb thrwghout Its s e W  territory. inciuding areas along the Florida coast 
PUrSUant to Section 161.163, FJorida statutes, the Flonde Department 07 Environmental Protection (FDEP). in collaboration with the 
Florida Fish and wildlife Consewation Commission (FFWCC} and the US. Fish & WWlife Swvice (USFWS), hes &vetoped a model 
Sea Tu- lighting ordinance. The model ordinance is usad by the local governments to develop and implement local ordinances 
within their jwisdictiw. To dafe, Sea Tuttle lighting ordinances have been adopted in Franklm County, Gulf County and the C i  of 
Mexico Beech in Bay Caunty, @I of which arewithin PEF's c r e w  tenitory. Since 2004, offcials from the various local governments, 
as well as FDEP. FWC. and USFWS, have ahrised PEF that lighting it owns and leases is affecting turtle nesting areas that fall 
withinthe wpe of thesewdinances, AS a result, the local govemmenM are requiring PEF to take additional measixes to satisfy new 
critacia being applied to ensure compliance with the ordian~es. 

Project Acmplishmenh: 
Pff has worked with Frankh County to determine the most cost-affective cornplianoe measures for affeded lighting on St. George 
Island. Compliance measures that have been performed mclude rehfMng existng s t d i h t s ,  monitoring them foreffectiveness, 
and maMng macitfioatw, ' ns to the retrofitted r i i  %.+ere appticable Project studi i  are ongoing with University of Florida and are 
expected to continue through 2010 

Project Fiscal Expenditures: 
January 1,200Bto December 31.2009. Project revenue requirements are esbmated to be slightly lower than the original 2009 
projection of $7202. 

Projed Progress summaly: 
PEF is on schedule with the adivites identifed forthis program 

ProJwA ProJections: 
Estimated progct expenditures for the penad January EO10 through December 2010 are expected to be $1,800 in O&M costs and 
520.000 in capital expenditures to ensure ongoing compliance with sea turtle ordinances 
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Project Description: 
FDEP rules require that undergmund pdlutard storage tanks and small dsmeter piping be upgraded with secondary containment by 
December 31.2009. See Rule 62-761,510(5), F.A.C. PEF has identified fourtsnks that must comply withtMs Rde. two at the Crystal 
River po\rver plant and at the B a W  power ptant. The necessary work was performed in 2006. 

Project AcrompNshmnrs: 
Work on Crystal River and Bartow USTs was wmpleted in the fourth quarter 2006 

Project Fiscsi Expenditures: 
$0 was pmieded to be spent in 2009. 

Project Projections: 
No project capital expenditures are anticipated fw the period January 2010 through m m b e r  2010. 
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Pro]& Title: Modular Cooling Towels 
Project No. 11 

Projact Description: 
The p@ed invchs instalwnand operation of modular cooling towers in the summer months to nnnimhe"de-rates" of PEPS Crystal 
River Units I and 2 necessary to comply with the NPDES permit limit for the temperature of cooling water discharged from the units. 

Projed Acwmplishmenk: 
Vendors of modular cooling towers were evaluated regarding wstof installahon and operation. The Florida Department of 
Environmental Pmtedion reviewed the proifst and approved owra8on. A vendor was selected and the hrnrers were installed durino 
the second quarter of 2006 

Pfo]ect Fkal Expenditrrres: 
Project O&M costs of approximately $3.3 million per year are expected, including unit mobilition and setup, rental fees, de 
mobilkation and MI replacement 

Project Progress Summary: 
Modular coding towars began operation in June 2005 and have succes&i+ly minimized de-rates of Units 1 and 2. 

Project Projections: 
Estmted project expenditures are expeded lo be approximately $3.3 million for the period Januaiy 2010 thru Dacember 2010. 
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Project Title: 
Project No. 11.1 

C-1 River Thermal %charge Complknce Project 

Project De@xiption: 
This pm)ect will waluate and Implement the best long ternsolution to maintain compliance with the thermal discharge limit in FDEP 
~ndustrial wastewater pemrii for Crystal River 1 8 2 that is cumntty being addressed in the shortterm by the Modular Cooling Towers 
approved in Docket # 060162- El for ECRC reoovery 

ProJect Accomplishments: 
The Study phase of the project is complete The recornmendation is to replace the modular cooling t o m  in coordination with the 
coding soluhon for the CR3 EPU discharge canal d i n g  solution. The new cooling tower associated with the CR3 EPU will be sized 
to mitigate both the increased temperatures fmm the EPU as well as serwe to repkce the modular cooling towers. 

Project Fiscal Expenditures: 
January I ~ 2009 to December 31,2009. PEF is projecbng capital expenditures to be $2,440,619 lower for this p w c i  in 2009 than 
originally fww;as€ This variance is mahiy attnbutabb to the refinement of project costs reflecttng design changas due to antiupated 
scope reductions and associated procurement requirements. 

Project Progress Summary: 
The design contract for the CR3 EPU cooling tower has bean awarded and a cwling tower suppiier has been selected. 

Project Projections: 
Estimated pro&& e x p e n d i i  are expeded to be approximately $34.6 million for the period January 2010 thru December 2010. 
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w e c t  Description: 
The Greenhouse Gas (GHG) inventory and Reporting Program was created in response to Chapter 2008277, W l d a  Laws, w h i  
established the Florida Climate Protection Act, to be codified at section 403.44. Flonda Statutes. 
authorizes FDEP to establtshe capand badeprogram to GHG emissions from electric utilities. 
including PEF, will be required to use The Climate Registry for purposes of GHG emission @&atton and reporting 

g other things, Mi legislation 
s subject to the program, 

Project Accomplishments: 
During 2609. Progress Energy joined The Clunate Registry and has submitted the 2008 GHG inventory. 

Project FIscal Expenditures: 
January 1,2009 to December 31,2009. O W  project expenditures are estimated to be $42,680 tess than ongnally propcted. This 
variance is the result of preparing the inventory report with Internal resourcas rather than external consultants during the first two 
quarters of the year. A third pa* consultant will be hired for verification of the repurl, as required by the Climate Registry, and those 
are the expenses IWW projected for 2009. 

Project Progress summary: 
The 2008 GHG inventory is currently VarMCabon ready and a kidc-off meebng for venticat~on was held in July 2009 

Project Projections: 
Eshmated p W  expendthrres are expected to be approximately $22,500 for the period January 2010 thru December 2010 
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P w c t  TMe: 
Project No. 13 

Pro/eclDescription: 
Secbon W(d) of the federal Clean Water Act requires each state to identify state waters not meeting water quality standards and 
establish a TMDL forthe pollutant or pollutants causing the failwe to meet standards. Under a 1998 federal consent decree. TMDLs 
for over 100 Flonda water bodies listed as inpaked fw mercury must be established by September 12.2012. DEP has initiated a 
research pmgram to provide the necessary infonnahon for setting the appropriate TMDLs for mercury. Among other Wings, the shrdy 
wll ass- the reiatNe wntnbutions of mercuryemilting sources, such as coal-fired power plants, to mercury levels in surface waters 

Mercury Totat Daily Maximum Loads Monhrlng 

Project Accomplishments: 
Atmospheric & Environmental Research, Inc (AER) has compteted the IRerahlre review on mercury depositron m Florida, this 
document has been senl to the Division of Air Resource MaMgement and the TMDL team for rewew. In addition, the Mercury Task 
Form has met wlth both the Division ot Air Reswme Management in the TMDL team to discuss the remew. AER has initiated the 
Florida mercury deposiM modeling for the Owision of Air Resource Management, it is anticipating this work will be done by the end of 
2009 

Project Ftscal Expenditures: 
January 1.2009 to December 31,2009: PEF expects that total O&M prow expenditms for the year will be appmximatety '592,164. 

Project Progress Summary: 
The Florida Elecbic Coordinating Gmup (FCG) Mercury task force continues to meet with the Sate as the changes in the program 
e r n e  In 2009 PEF cwttracfed WiM private wntfactw to dewlop a conceptual model, and emtmue to that worlt into 2010 

Project Projections: 
Estimated pmject expenditures are expected to be approximately $36.077 for the period January 201 0 thru December 2010 
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