
1 

2 

3 

4 

5 

6 

7 

8 

9 Q. 

10 A. 

11 

12 

13 Q. 

14 A. 

15 

16 

17 Q. 

18 

19 A. 

20 

COM 5 21 Q. q 22 

RAD 23 A. 
SRC - 
ADM 
OPC 

3m-R 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

DIRECT TESTIMONY OF 

THOMAS G. FOSTER 

ON BEHALF OF 

PROGRESS ENERGY FLORIDA 

DOCKET NO. 110007-E1 

AUGUST 26,201 1 

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. 

By whom are you employed and in what capacity? 

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

Regulatory Planning Florida. 

Have you previously filed testimony before this Commission in this 

proceeding? 

Yes. 

Have your duties and responsibilities remained the same since you last filed 

testimony in this proceeding? 

Yes. 

1 



1 Q. 

2 A. 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 Q. 

13 

14 A. 

15 

16 

17 

18 

19 

20 

21 

22 

What is the purpose of your testimony? 

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

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

customer billings for the period January 2012 through December 2012. My 

testimony addresses capital and operating and maintenance (“O&M) expenses 

associated with PEF’s environmental compliance activities for the year 2012 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 (CAIR) which is being replaced by the Cross-State Air Pollution 

Rule (CSAPR) 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- 

8P; 

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

and; 

3.  Exhibit No.-(TGF-5), which is a revised schedule 42-8E page 15. 

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

through 18 as indicated in their testimony: 

Mr. Zeigler will co-sponsor Forms 42-5P pages 1 ,2  and 9; 
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Ms. West will co-sponsor Forms 42-5P pages 3,4,6, 8, 10, 11, 12, 13 

14,15,16,17 and 18; and 

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

What is the total recoverable revenue requirement relating to the 

projection period January 2012 through December 2012? 

The total recoverable revenue requirement including true-up amounts and 

revenue taxes is approximately $212.5 million as shown on Form 42-1P, Line 5 

of Exhibit No. -(TGF-3). 

What is the total true-up to be applied in the period January 2012 through 

December 2012? 

The total true-up applicable for this period is an over-recovery of approximately 

$8.8 million. This consists of the final true-up of over-recovery of 

approximately $6.2 million for the period from January 2010 through December 

2010 and an estimated true-up over-recovery of approximately $2.6 million for 

the current period of January 201 1 through December 201 1. The detailed 

calculation supporting the 201 1 estimated true-up was provided on Forms 42-1E 

through 42-8E of Exhibit No. - (TGF-1) filed with the Commission on August 

1,2011. 
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Are all the costs listed in Forms 42-1P through 42-7P attributable to 

Environmental Compliance projects previously approved by the 

Commission? 

The following projects were previously approved by the Commission: 

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

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

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

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

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

The recovery of sulfur dioxide (SO2) Emission Allowances (No. 5) was 

previously approved in Order No. PSC-95-0450-FOF-E1, 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 investor 

owned utilities. On July 7,201 1, the EPA issued the Cross-State Air Pollution 

Rule (CSAPR) as the final version of the proposed Clean Air Transport Rule. 

The CSAPR replaces CAIR effective January 1,2012. It contains new 

emissions trading programs for nitrogen oxide (NOx) and SO2 emissions as well 

as more stringent emissions targets. The CSAPR establishes new NOx annual 

and seasonal ozone programs and a new SO2 trading program (Florida is subject 

only to the NOx seasonal program). NOx and SO2 emission allowances under 

the current CAIR cannot be used to satisfy the new CSAPR programs effective 
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January 1,2012. The impact of the CSAPR on 2012 estimated ECRC costs is 

discussed below. 

The Phase I1 Cooling Water Intake 3 16(b) Program (No. 6) was previously 

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

PEF’s Integrated Clean Air Compliance Plan (Program  NO.^), 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 Arsenic Groundwater Standard Program (No. S), the Sea Turtle Lighting 

Program (No. 9), 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. 

The Total Maximum Daily Loads for Mercury Project (No. 13) was previously 

approved in Order No. PSC-09-0759-FOF-EI. 

5 



1 

2 

3 

4 

5 

6 

7 

8 

9 

IO 

1 1  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Q. 

A. 

Q. 

A. 

The Hazardous Air Pollutants (HAPS) ICR Project (No. 14) was previously 

approved in Order No. PSC-10-0099-PAA-EI. 

Earlier this year, PEF submitted petitions in this docket for Commission 

approval to recover costs associated with new requirements of National 

Pollutant Discharge Elimination System (NPDES) (No. 16) renewal permits and 

costs associated with EPA’s proposed Maximum Achievable Control 

Technology (MACT) (No. 17) standard for coal-fired power plants. These 

programs are further discussed in Witness West’s testimony. 

What impact does the Thermal Discharge Permanent Cooling Tower (No. 

11.1) have on 2012 estimated costs? 

As discussed in Witness West’s testimony, these estimates will be impacted by 

both the final form of new environmental regulations, and the repair plan and 

timing of completing the Crystal River 3 delamination work. There are no 

revenue requirements being driven by items in CWIP for this project included in 

this filing. 

What is Exhibit TGF-5 and why was it necessary? 

Exhibit No. - TGF-5 is a revised Schedule 42-8E to remove any capital spend 

estimates out past the actual period of June 201 1. As stated above, these cost 

estimates will be impacted by both the final form of new environmental 

regulations, and the repair plan and timing of completing the Crystal River 3 
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delamination work. Accordingly, these costs cannot be accurately predicted at 

this time. For this reason, PEF is not presenting estimated capital spend beyond 

June2011. 

What effect does the new Cross-State Air Pollution Rule (CSAPR) have on 

2012 estimated costs? 

As further explained in Witness West’s testimony, the CSAPR comes into effect 

in 2012. The most significant impact is to the CAIR NOx allowance program. 

As written, any NOx allowance not used by the end of 201 1 is not expected to 

be useful for compliance with the new Rule. As such, PEF has reflected these 

capital investments on line Id of Schedule 42-4P page 5 to be recovered in rates 

over the course of 2012. The balance of investment in this line is amortized 

down equally over the course of 2012 until completely recovered at year end. 

This can be seen in lines Id and 6c of the above mentioned schedule. As with 

other EPA Rules in the past, there is a possibility that this Rule will be the 

subject of a legal challenge. PEF cannot predict what challenges may be made 

to this Rule or the outcome of any such challenges at this time. The impact this 

has on 2012 costs is instead of expensing some portion of the investment 

balance, the full balance of approximately $22.5 million is amortized. 

Have you prepared schedules showing the calculation of the recoverable 

O&M project costs for 2012? 
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Yes. Form 42-2P contained in Exhibit No. - (TGF-3) summarizes the 

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

of approximately $58.5 million. 

Have you prepared schedules showing the calculation of the recoverable 

capital project costs for 2012? 

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

estimates projected for these projects. Form 42-4P, pages 1 through 16, shows 

the calculations of these costs that result in recoverable jurisdictional capital 

costs of approximately $162.7 million. 

Have you prepared schedules providing the description and progress 

reports for all environmental compliance activities and projects? 

Yes. Form 42-5P, pages 1 through 18, contained in Exhibit No. - (TGF-3) 

provide each project description and progress, as well as projected recoverable 

cost estimates. 

What is the total projected jurisdictional costs for environmental 

compliance activities in the year 2012? 

The total jurisdictional capital and O&M costs of approximately $221.2 million 

to be recovered through the ECRC, are calculated on Form 42-1P, Line IC of 

Exhibit No. - (TGF-3). 

23 Q. Please describe how the proposed ECRC factors were developed. 
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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 

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. 

What are PEF’s proposed 2012 ECRC billing factors by the various rate 

classes and delivery voltages? 

The computation of PEF’s proposed ECRC factors for 2012 customer billings is 

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

factors are as follows: 

22 

23 

24 

25 
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1 

RATE CLASS 

Residential 

General Service Non-Demand 

@ Secondary Voltage 

@Primary Voltage 

@ Transmission Voltage 

General Service 100% Load Factor 

General Service Demand 

@ Secondary Voltage 

@Primary Voltage 

@Transmission Voltage 

Curtailable 

@ Secondary Voltage 

@Primary Voltage 

@Transmission Voltage 

Interruptible 

@ Secondary Voltage 

@Primary Voltage 

@Transmission Voltage 

Lighting 

ECRC FACTORS 

lZCP & 1113AD 

0.583 cents/kWh 

0.577 centskWh 

0.571 cents1kWh 

0.565 cents1kWh 

0.570 cents1kWh 

0.572 centsikWh 

0.566 cents1kWh 

0.561 centslkwh 

0.565 cents/kWh 

0.559 cents/kWh 

0.554 cents1kWh 

0.557 centskWh 

0.551 cents/kWh 

0.546 cents/kWh 

0.566 cents/kWh 
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Q. When is PEF requesting that the proposed ECRC billing factors be made 

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

the first bill group for January 2012 and continue through the last bill group for 

6 

7 Q. Please summarize your testimony. 

8 

9 
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A. My testimony supports the approval of an average environmental billing factor of 

0.577 cents per kWh which includes projected capital and O&M revenue 

requirements of approximately $221.2 million associated with a total of 17 

environmental projects and a true-up over-recovery provision of approximately 

$8.8 million. My testimony also demonstrates that the projected environmental 

expenditures for 2012 are appropriate for recovery through the ECRC. 

14 

15 Q. Does this conclude your testimony? 

16 A. Yes. 
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Witness: T.G. Foster 
Exhibit-(TGF -3) 

PROGRESS ENERGY FLORIDA, INC. 
ENVIRONMENTAL COST RECOVERY 

COMMISSION FORMS 42-IP THROUGH 42-ap 

JANUARY 2012 - DECEMBER 2012 
Calculation of the Projected Period Amount 

January through December 2012 
DOCKET NO. 110007-El 



Line - 

PROGRESS ENERGY FLORIDA 
Environmental Cost Recovery Clause (ECRC) 
Total Jurisdictional Amount to be Recovered 

For the Projected Period 
JANUARY 2012 - DECEMBER 2012 

(in Dollars) 

Form 42-1P 

Transmission Distribution Production 
Energy Demand Demand Demand Total 

($) ($) ($) ($1 6) 

1 Total Jurisdictional Rev. Req. for the projected period 
a Projected OBM Activities (Form 42-2P, Lines 7 through 9) $ 53,560,035 $ 1,384.728 $ 2,426,549 $ 1,101,172 $ 58.472.484 
b Projected Capital Projects (Form 423P, Lines 7 through 9) 160,031,303 0 1,689 2,653.432 162,686,424 
c Total Jurisdictional Rev. Req. for the projected period (Lines l a  + 1 b) 213,591,338 1,384,728 2,428,238 3,754,604 221,158,907 

2 True-up for Estimated Over/(Under) Recovery for the 
current period January 201 1 - December 2011 
(Form 42-2E, Line 5 + 6 + 10) 

3 Final TNe-Up for the period January 2010 - December 2010 
(Form 42-1A, Line 3) 

4 Total Jurisdictional Amount to Be Recovered/(Refunded) 
in the Projection period January 2012 - December2012 
(Line 1 -Line 2 -Line 3) 

5 Total Projected Jurisdictional Amount Adjusted for Taxes 
(Line 4 x Revenue Tax Multiplier of 1.00072) 

2,339,353 (2.105.287) 283.939 2,034,333 2,552,337 

5,926,762 (331,768) (100,916) 738,761 6,232.839 

205,325,224 3,821,783 2,245,215 981,509 212,373,732 

$ 205,473,058 $ 3,824,535 $ 2,246,832 $ 982,216 $ 212,526,641 
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Project Title: 
Project No. 1 

PROGRESS ENERGY FLORIDA 
Environmental Cost Recovery Clause (ECRC) 

JANUARY 2012 - DECEMBER 2012 
Description and Progress Report for 

Environmental Compliance Activities and Projects 

substation Environmental Investigation, Remediation. and Pollutlon Prevention 

Project Description: 
Chapter 376, Florida Statutes, requires that any person discharging a prohibited pollutant shall undertake to contain, remove, and 
abate the discharge to the satisfaction of the Florida Department of Environmental Protection. Similarly, Chapter 403, Florida Statutes 
provides that it is prohibited to cause pollution so as to harm or injure human health or welfare. animal. plant, or aquatic life or property. 
For Progress Energy Florida to continue to comply with these statutes, it is conducting environmental investigation, remediation, and 
pollution prevention activities associated with its substation facilities to determine the existence of pollutant discharges, and if present, 
their removal and remediation. Activities also include development and implementation of best management and pollution prevention 
measures at these facilities. 

Project Accomplishments: 
PEF has completed environmental remediations at 3 substations during 201 1, along with ongoing remediations at several substations. 
Soil and groundwater sampling continue as well as remediation report writing. 230 remediations have been completed out of 279 
slated for completion. PEF is continuing to work with the FDEP on remaining remediations. 

Project Fiscal Expenditures: 
January 1,201 1 to December 31, 201 1: Project expenditures are estimated to be approximately $5.2 million higher than originally 
projected. This variance is primarily due to multiple sites containing more contamination than originally projected as well as scheduling 
conflicts that resulted in sites being rescheduled from 2010 into 2011. 

Project Progress Summary: 
PEF continues to remediate substation sites in accordance with the approved Substation Assessment and Remedial Action Plan. 

Project Projections: 
Estimated project expenditures for the period January 2012 through December 2012 are expected to be approximately $4.1 million. 
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Project Title: 
Project No. 2 

PROGRESS ENERGY FLORIDA 
Environmental Cost Recovery Clause (ECRC) 

JANUARY 2012 - DECEMBER 2012 
Description and Progress Report for 

Environmental Compliance Activities and Projects 

Dlstributlon System Environmental Investigation, Remediation, and Pollution Prevention 

Project Description: 
Chapter 376, Florida Statutes, requires that any person discharging a prohibited pollutant shall undertake to contain, remove, and 
abate the discharge to the satisfaction of the Florida Department of Environmental Protection. Similarly. Chapter 403, Florida Statutes 
provides that it is prohibited to cause pollution so as to harm or injure human health or welfare, animal, plant, or aquatic life or property. 
For Progress Energy Florida to continue to comply with these statutes, it is conducting environmental investigation, remediation, and 
pollution prevention activities associated with its distribution system facilities to determine the existence of pollutant discharges, and if 
present, their removal and remediation. Activities also include development and implementation of best management and pollution 
prevention measures at these facilities. 

Project Accomplishments: 
PEF has completed all TRIP inspections and finalized its remaining targets. PEF is expecting to complete remediations on 580 
distribution padmount transformer sites in 201 1. Of these 580 targets, PEF has 20 deviations sites that need to be tested to determine 
if further work is necessary. These sites most likely will carry over to 2012 as they are affected by other structures such as buildings. 
This cost for deviation sampling at these sites, $2000.00 per site, is included in 2012 estimated TRIP costs. All remediations have 
been conducted in accordance with the FDEP approved Environmental Remediation Strategy. 

Project Fiscal Expenditures: 
January 1, 201 1 to December 31, 201 1: Project expenditures are estimated to be approximately $0.7 million lower than originally 
projected. 

Project Progress Summary: 
This project is on schedule according to the approved Distribution System Investigation, Remediation and Pollution Prevention 
Program. 

Project Projections: 
Estimated project expenditures for the period January 2012 through December 2012 are expected to be approximately $0.3 million. 
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JANUARY 2012 - DECEMBER 2012 
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Project Description: 
The U.S. Department of Transportation ("USDOT") Regulation 49 CFR Part 195, as amended effective February 15,2002 and the new 
regulation published at 67 Federal Register 2136 on January 16,2002, requires PEF to implement a Pipeline integrity Management 
Program. Prior to the February 15.2002 amendments, the USDOT'S pipeline integrity management regulations applied only to 
operators with 500 miles or more of hazardous liquid and carbon diodde pipelines that could affect high consequence areas. The 
amendments which became effective on February 15.2002 extended the requirements for implementing Integrity management to 
operators who have less than 500 miies of regulated pipelines. As such, PEF must improve the integrity of pipeline systems in order to 
protect public safety and the environment as wail as comply with continual assessment and evaluation of pipeline systems integrity 
through inspection or testing, data integration and analysis. and foilow up with remedial. preventative. and mitigative actions. 

Effective February 2010, amendments to 49 CFR 195 were finalized to improve opportunities to reduce risk through more effective 
control of pipelines. Compliance with these amendments will enhance pipeline safety by wupiing strengthened wntroi room 
management with improved conboiler training and fatigue management. On June 16,201 1, USDOT published in the Federal Register 
(VOI. 76,35130-35136). a final ruie effective August 15,201 1 that expedites the program implementation deadlines in the Control Room 
ManagemenVHuman Factors regulations in order to realize the safety bene& sooner than established in the original ruie. This final 
rule amends the program implementation deadlines for different procedures to no later than October 21,201 1, and August 1,2012. 

PEF owns one hazardws liquid pipeline that is subject to the new regulation and must comply with the new requirements for the 
Bartow/Anciote 14-inch hot oil pipeline. extending 33.3 miles from the Company's Bartow Plant north of St. Petemburg to the Anclote 
Plant in Holiday. 

Project Accomplishments: 

PEF has developed pipeline WntrOl room management Procedures and trained Pipeline Terminal Operators on said procedures. PEF 
has aim commenced design and development of a high fidelity pipeline operations simulator to be used to train Pipeline Terminal 
Operators. PEF wmpieted the second In Line Inspection (Smart Pig) in late 2009. Smart pig data validation. corrosion rate calculations. 
anomaly ranking, repair planning, inspection Interval determination. risk analysis updates, spill consequence updates. data alignment. 
and biennial review activities have been initiated and are ongoing. Since mid-2010 PEF has completed repairs and validations based on 
the Smart Pig findings. These findings included a 180 day repair that was wmpleted along with several risk reduction pfojects. Risk 
reduction wordination is ongoing for third party projects at US. Highway 19 and Haines Bayshore Road. 9th Street and Gandy 
Boulevard. 118th Avenue. Dump Road. Progress Energy Trail, and Spruce Street. In June 201 1. a sinkhole opened up in close 
proximity to the pipeline. Geotechnical testing was undertaken along a two mile length of the pipeline that is located in an active sinkhole 

Project Fiscal Expenditures: 
January 1,201 1 to December 31,201 1: OBM project expenditures are estimated to be in line with projected expenditures. Capital 
expenditures are estimated to be approximately $5 thousand higher than projected. 

Project Progress Summary: 

Ongoing smart pig anomaiy evaluation, data validation, corrosion rate calcuiations. repair ranking, repair implementation. program 
biennial review activities, and third party project wordination continue. This wmpiiance work will wntinue through the end of 2012 and 
into the future. PEF is in the process of developing pipeline control room management procedures and should meet the initial 
implementauon date of October 21,201 1. 

Project Projections: 
For the period January 2012 through December 2012, OBM expenditures are expected to be $1.5 million. There are no expected 
capital expenditures. 
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Project Title: 
Project No. 4 

Above Ground Storage Tank Secondary Containment 

Project Descriptlon: 
Florida Department of Environmental Protection Rule 62-761.510(3) states that the Company is required to make improvements to 
many of its above ground petroleum storage tanks in order to comply with those provisions. Subsection (d) of that rule requires all 
internally lined single bottom above ground storage tanks to be upgraded with secondary containment, including secondary 
containment for piping in contact with the soil. Rule 62-761.500(1)(e) also requires that dike field area containment for pre-1998 tanks 
be upgraded, if needed, to comply with the requirement. 

Project Accomplishments: 
PEF has completed work at: DeBary 1, Turner 7, Turner 8, Higgins 1, and Bartow 6 as well as Turner P-1 and P-2 piping work. 
DeBary 2 will be completed in 201 1. 

Project Fiscal Expenditures: 
January 1, 201 1 to December 31, 201 1: There are no projected 08M project expenditures for this project in 201 1. Capital 
expenditures are projected to be $1.7 million. 

Project Progress Summary: 
PEF will continually evaluate its compliance program, including project prioritization, schedule, and technology applications. 

Project Projections: 
PEF projects no expenditures in 2012 related to this program. 
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Project Description: 
in accordance with Title IV of the Clean Air Act. CFR 40 Part 73 and Part 76, and Florida Administrative Code Rule 62-214 and the 
Clean Air Interstate Rule, PEF manages SO2 and NOx emissions allowance inventory for the purpose of offsetting sulfur dioxide and 
nitrogen oxides emissions in compliance with the Federal Acid Rain Program. On 7/6/11, the EPA issued the Cross-State Air Pollution 
Rule (CSAPR) which serves as a replacement rule to CAIR. CSAPR significantly alters SO2 and NOx allowance programs. Under 
CAIR. Florida is required to comply with annual SO2 and NOx emission requirements and seasonal requirements regulating NOx 
emissions during the ozone season. Under CSAPR. Florida is no longer included in the group of states required to comply with annual 
emissions requirements. It is only covered by the ozone season portions of the CSAPR rule. CSAPR replaces CAIR starting 1/1/12. 
The effective compliance date for Florida is 5/1/12 (beginning of the ozone season). Further discussion of CSAPR is included in the 
testimony of Patn'cis Q. West. 

Project Accomplishments: 

For purposes of compliance with an affected unit's sulfur dioxide (SO,) and nitrogen oxides (NOx emissions requirements under the 
Acid Rain Program. air quality compliance costs are administered by an authorized account representative who evaluates a variety of 
resources and options. Activities performed include purchases of SOz and NOx emissions allowances as well as auctions and 
transfers of S0,emissions allowances. Under the new CSAPR rule , emission allowances previously issued to utility companies under 
the Acid Rain Program have no value as of 1/1/12. Any NOx allowances issued under the Acid Rain Program not used by the end of 
201 1 are not expected to be useful for compliance with the CSAPR rule. As such, PEF has reflected movement of these capital 
investments fmm the NOx allowance inventory to a regulatory asset to be recovered in rates in 2012. SO, allowances will still have 
value under the existing acid rain program requirements. 

Project Flscal Expenditures: 
January 1, 201 1 to December 31, 201 1: Project expenditures are estimated to be approximately $0.3 million lower than originally 
projected. This variance is primarily driven by lower than anticipated NOxallowance prices partially offset by higher than projected 
NOx allowance usage. 

Project Progress Summary: 
PEF continually evaluates its compliance strategy to manage the most cost effective program and to mitigate higher gas prices which 
can impact the fuel mix as it relates to emissions as a result of residual oil. 

Project Projections: 
For the period January 2012 through December 2012 SO, expenditures are expected to be approximately $0.3 million. NOx expenses 
under the new seasonal program cannot be projected at this time, however PEF is reflecting approximately $22.5 million in 
amortization of the 201 1 estimated year end NOx allowance balance due to the discontinuation of the existing program. 
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Project Title: 
Project No. 6 

Phase II Cooling Water Intake 

Project Description: 

Section 316(b) of the Federal Clean Water Act. requires that "the location, design, construction, and capacity of cooling water intake 
structures reflect the best technology available for minimizing adverse environmental impact." 33 U.S.C. Section 1326. In the past, 
EPA and the state regulatory agency implemented Section 31S(b) on a case-bycase basis. In the new Phase II rules, EPA has 
established "national performance standards" for determining compliance with Section 316(b) at certain existing electric generating 
facilities. See 40 CFR 125.94(b). The process of compliance involves planning and scheduling efforts, conducting certain biological 
studies, and evaluation of options for compliance. These compliance options involve engineering measures, operational measures, 
restorative measures and/or cost assessment measures. See generally 40 CFR 125.94 and 125.95. The EPA is expected to final 
new Phase II rules in July 2012. See Ms. West's Direct Testimony for more information. 

Project Accomplishments: 

PEF facilities subject to EPAs new Phase I1 rules include Anclote. Bartow, Crystal River and Suwannee plants. Early in 2004 PEF 
requested competitive bids for an environmental consultant to support the development of a Compliance Strategy and Implementation 
Plan (CSIP): that contract was secured and the CSIP is now complete. The consultant completed a Proposals for Information 
Collection (PICs) for Anclote 8 Bartow. Crystal River, and Suwannee and they have been submilted and approved by the FDEP. 

Project Fiscal Expenditures: 
January 1, 201 1 - December 30, 201 1: Due to a federal courts vacatur of the Phase II rules, the estimated project OBM expenditures 
for the period January 201 1 through December 201 1 are projected to be $0. 

Project Progress Summary: 

The original baseline biological studies have been completed. Work has been suspended pending completion of additional 
rulemaking. EPA promulgated the proposed rule in April 201 1 and final rule will be issued July 2012. 

Project Projections: 
Due to the vacatur, the estimated project O&M expenditures for the period January 2012 through December 2012 are projected to be 
$0. 
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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 (“SO;) and 
nitrogen oxides (“NOX”) from power plants in 28 eastem states, including Florida and the District of Columbia. The CAlR 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 (CAIR) 

Project Accomplishments: 
During 201 1, the project team focused on Completing Close out activities such as punch list items, demobilization and site restoration 
as PEF continued to transition from the construction phase of the project into the operation phase. 

Project Fiscal Expenditures: 
January 1,201 1 - December 31, 201 1: PEF‘s capital expenditures for CAIR will be approximately $5.2 miiiion higher than PEFs 201 1 
Projection filing. The difference is primarily attributable to work carried forward from 2010 to 201 1. PEPS OBM expenditures for this 
project in 201 1 will be approximately $0.07 million lower than projected. 

Project Progress Summary: 

The construction portion of the project was completed in 2010. PEF is currently in the process of transitioning to operations. PEF is 
currently conducting tests to replace ammonia with hydrated limestone in the Acid Mist Mitigation System. Until the transition is 
complete, PEFs construction team will continue to track project expenditures against the detailed project scopes to ensure that PEF 
receives what it contracted for and that any turnover changes are properly evaluated and documented. PEF a h  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 fuiiy informed, and to ensure that management expectations are communicated to the outside 
vendors and the project team. 

Project Projections: 
PEF expects approximately $32.1 million in OBM expenses and $27.9 approximately in capital expenditures for this program. These 
are discussed in further detail in the testimony of David Sorrick. 
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Project Description: 
On January 22,2001, the US. Environmental Protection Agency (USEPA) adopted a new maximum contaminant level (MCL) for 
arsenic in drinking water, replacing the previous standard of 0.050 mg/L (50ppb) with a new MCL of 0.010 mg/L (10ppb). Effective 
January 1. 2005, FDEP established the USEPA MCL as Florida's drinking water standard. See Rule 62-550. F.A.C. The new 
standard has implications for land application and water reuse projects in Florida because the drinking water standard has been 
established as the groundwater standard by Rule 62-520.420(1), F.A.C. Lowering the arsenic standard will require new analytical 
methods for sampling groundwater at numerous PEF sites. 

Project Accomplishments: 
Routine quarterly sampling of existing monitoring wells continues as required by the Industrial Wastewater Permit No. FIAO16960. 

Project Fiscal Expenditures: 
January 1,201 1 - December 31,201 1 : PEF is not expecting to spend any dollars on this project in 201 1. This is a reduction from the 
projected capital expenditures of approximately $15 thousand. This variance is mainly attributable to the status of PEF's work on this 
program. Analytical data has been submitted to FDEP and we are awaiting determination of next steps associated with assessing 
groundwater quality at the Crystal River Energy Complex. 

Project Progress Summary: 
PEF will continually evaluate analytical results and maintain ongoing communication with FDEP. 

Project Projections: 
PEF expects no expenditures for this project in 2012. 
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Description and Progress Report for 

Environmental Compliance Activities and Projects 

Project Title: 
Project No. 9 

Project Description: 
PEF owns and leases high pressure sodium streetlights throughout its sewice territory. including areas along the Florida coast. 
Pursuant to Section 161.163, Florida Statutes. the Florida Department of Environmental Protection (FDEP). in collaboration with the 
Florida Fish and Wildlife Conservation Commission (FFWCC) and the US.  Fish 8 Wildlife Service (USFWS). has developed a model 
Sea Turtle lighting ordinance. The model ordinance is used by the local governments to develop and implement local ordinances 
within their jurisdiction. To date, Sea Turtle lighting ordinances have been adopted in Franklin County, Gulf County and the City of 
Mexico Beach in Bay County, all of which are within PEFs service territory. Since 2004, officials from the various local governments, 
as well as FDEP. FFWC. and USFWS, have advised PEF that lighting it owns and leases is affecting turtle nesting areas that fall 
within the scope of these ordinances, As a result. the local governments are requiring PEF to take additional measures to satisfy new 
criteria being applied to ensure compliance with the ordinances. 

Sea Turtle -Coastal Street Lighting 

Project Accomplishments 
PEF continues working with Franklin County, Gulf County and the City of Mexico Beach to mitigate any potential sea turtle nesting 
issues by retrofitting existing street lights, placing amber shields on existing HPS street lights, and monitoring street lights for 
effectiveness. An additional studykest recommended by the Florida Fish &Wildlife Commission is scheduled with the University of 
Florida this year to test LED technology. 

Project Fiscal Expenditures: 
January 1, 201 1 to December 31, 201 I: OBM costs are expected to be approximately $191 higher and Capital expenditures are 
expected to be approximately $17 thousand lower than originally projected. 

Project Progress Summary: 
PEF is on schedule with the activities identified for this program, 

Project Projections: 
Estimated project expenditures for the period January 2012 through December 2012 are expected to be approximately $5 thousand in 
O&M costs and no capital expenditures to ensure ongoing compliance with sea turtle ordinances. 
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Project Title: Underground Storage Tanks 
Project No. 10 

Project Description: 
FDEP rules require that underground Pollutant storage tanks and small diameter piping be upgraded with secondary containment by 
December 31, 2009. See Rule 62-761.510(5), F.A.C. PEF has identified four tanks that must comply with this rule: two at the Crystal 
River power plant and two at the Bartow power plant. 

Project Accomplishments: 
Work on Crystal River and Bartow USTs was completed in the fourth quarter 2006. 

Project Flscal Expenditures: 
January 1.201 1 to December 31,201 1 : $0 was projected to be spent in 201 1. 

Project Projections: 
PEF expects no expenditures for this project in 2012. 
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Project Title: Modular Cooling Towers 
Project No. 11 

Project Description: 
The project involves installation and operation of modular cooling towers in the summer months to minimize "de-rates" of PEPS Crystal 
River Units 1 and 2 necessary to comply with the NPDES permit limit for the temperature of cooling water discharged from the units. 

Project Accomplishments: 
Vendors of modular cooling towers were evaluated regarding cost of installation and operation. The Florida Department of 
Environmental Protection reviewed the project and approved operation. A vendor was selected and the towers were installed during 
the second quarter of 2006. 

Project Fiscal Expenditures: 

January 1, 201 1 to December 31, 201 1: Project OBM costs are expected to be in line with projections. 

Project Progress Summary: 
Modular cooling towers began operation in June 2006 and have successfully minimized de-rates of Units 1 and 2. They will be 
removed in 201 1. 

Project Projections: 
PEF projects no expenditures in 2012 related to this program. 



Environmental Cost Recovery Clause (ECRC) 

Description and Progress Report for 
Environmental Compliance Activibes and Projects 

JANUARY 2012 -DECEMBER 2012 

Docket No. 11  0007-E1 
Progress Energy Florida 

Witness: T.G. Foster Form 42-5P 
Page 12 of 18 Exhibit No.-(TGF-3) 

Page 3 1 of 40 

Project Title: 
Project No. 11.1 

Project Description: 
This project will evaluate and implement the best long term solution to maintain compliance with the thermal discharge limit in FDEP 
industrial wastewater permit for Crystal River 1, 2 & 3 that is currently being addressed in the short term by the Modular Cooling 
Towers approved in Docket No. 060162- El for ECRC recovery. 

Crystal River Thermal Discharge Compliance Project 

Project Accomplishments: 
The Study phase of the project is complete. The recommendation is to replace the modular cooling towers in coordination with the 
cooling solution for the CR3 Extended Power Uprate (EPU) discharge canal cooling solution. The new cooling tower associated with 
the CR3 EPU will be sized to mitigate both the increased temperatures from the EPU as well as serve to replace the modular cooling 
towers. This project will be impacted by both the final form of new environmental regulations and the repair plan and timing of 
completing the Crystal River Unit 3 delamination work. 

Project Fiscal Expenditures: 
January 1,201 1 to December 31,201 1: As can be seen in the revised 42-8E submitted as part of this filing, these estimates will be 
impacted by both the final form of new environmental regulations, and the repair plan and timing of completing Crystal River 3 
delamination work. Accordingly, these costs cannot be accurately predicted at this time. Please see Revised schedule 42-8E 
attached to this Exhibit TGFB which shows actual costs through June for this project. 

Project Progress Summary: 
The design contract for the CR3 EPU cooling tower has been awarded and a cooling tower supplier has been selected 

Project Projections: 
Cost estimates for this project will be impacted by both the final form of new environmental regulations, and the repair plan and timing 
of completing Crystal River 3 delamination work. Accordingly, these costs cannot be accurately predicted at this time. 
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Project Title: 
Project No. 12 

Greenhouse Gas Inventory and Reporting 

Project Description: 
The Greenhouse Gas (GHG) Inventory and Reporting Program was created in response to Chapter 2008-277. Florida Laws. which 
established the Florida Climate Protection Act, to be codified at section 403.44, Florida Statutes. Among other things, this legislation 
authorizes FDEP to establish a cap and trade program to GHG emissions from electric utilities. Utilities subject to the program. 
including PEF, will be required to use The Climate Registry for purposes of GHG emission registration and reporting. 

The requirement to report to The Climate Registry was repealed during the 2010 legislative session: however, EPA's GHG Reporting 
Rule (40 CFR 98) does require that PEF submit 2010 GHG data to the €PA by March 31,2011. 

Project Accomplishments: 
In 2009, Progress Energy joined The Climate Registry and submitted the 2008 GHG inventory data. The 2009 data was submitted 
during the third Quarter of 2010. Both 2008 and 2009 data was validated by a third party as required by The Climate Registry. The 
2010 GHG inventory data will be submitted to EPA by September 30, 201 1 and validation by a third party is not a requirement. 

Project Fiscal Expenditures: 
January 1, 201 1 to December 31. 201 1: PEF is expecting OBM expenditures to be $4,500 or 100% lower for this project than 
originally projected. PEF had anticipated the need for contractor support during the first year of reporting under the EPAs GHG rule 
due to uncertainty about use of the required data entry system. The beta version of the data entry system is now available and PEF no 
longer expects to need external support. 

Project Progress Summary: 
The 2010 GHG inventory data is currently under review and will be submitted to €PA by September 30, 2011 

Project Projections: 
PEF expects no expenditures for this project in 2012. 
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Project Title: 
Project No. 13 

Mercury Total Daily Maximum Loads Monitoring (TMDL) 

Project Description: 
Section 303(d) of the federal Clean Water Act requires each state to identify state waters not meeting water quality standards and 
establish a TMDL for the pollutant or pollutants causing the failure to meet standards. Under a 1999 federal consent decree, TMDLs 
for over 100 Florida water bodies listed as impaired for mercury must be established by September 12. 2012. DEP has initiated a 
research program to provide the necessary' information for setting the appropriate TMDLs for mercury. Among other things, the study 
will assess the relative contributions of mercury-emitting sources, such as coal-fired power plants, to mercury levels in surface waters. 

Project Accomplishments: 
Atmospheric & Environmental Research, Inc (AER) completed the literature review on mercury deposition in Florida: this document 
was sent to the FDEP Division of Air Resource Management and the TMDL team for review in February 2009. In addition, the Florida 
Electric Power Coordinating Group ("FCG") Mercury Task Force met with me FDEP Division of Air Resource Management to discuss 
the review in January 2010. AER performed the Florida mercury deposition modeling for the Division of Air Resource Management. 
The FCG Mercury Task Force contracted with Tetra Tech to conduct aquatic field sampling, including an aquatics modeling report, to 
develop a "Conceptual Model for the Florida Mercury TMDL." This document was finalized and submitted to the FDEP in December 
2010. Key personnel from AER were employed by Environ in 201 1 and FCG established a contract with Environ to ensure continuity 
of the project. Environ is developing a mercury atmospheric model coincidental with and based on the work of University of Michigan 
(working for FDEP). These modeling efforts (aquatic and atmospheric) will continue into 201 1 with a final TMDL report to be submitted 

Project Fiscal Expenditures: 
January 1, 201 1 to December 31, 201 1: PEF is projecting O&M expenditures to be approximately $12 thousand or 31% higher for this 
project in 201 1 than originally forecast. This variance is due to the need for increased contractor support for technical data 
assessments, primarily additional air and sediment receptor modeling. as well as additional meetings with the FDEP. 

Project Progress Summary: 
The project is expected to conclude in 2012. 

Project Projections: 
PEF expects no expenditures for this project in 2012. 
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Project Description: 

In 2009, the U.S. Environmental Protection Agency (EPA) initiated efforts to develop an Information Collection Request ("ICR"), which 
requires that ownersloperators of all coal- and oil-fired electric utility steam generating units provide information that will ailow the EPA 
to assess the emissions of hazardous air pollutants from each such unit. The intention of the ICR is to assist the Administrator of the 
EPA in developing national emission standards for hazardous air pollutants under Section 112(d) of the Clean Air Act, 42 U.S.C. 741 2. 
Pursuant to those efforts, by letter dated December 24, 2009. the EPA formally requested that PEF comply with certain data collection 
and emissions testing requirements for several of its steam electric generating units. The EPA letter states that initial submittal of 
existing information must be made within 90 days, and that the remaining data must be submitted within 8 months. Collection and 
submittal of the requested information is mandatory under Section 114 of the Clean Air Act, 42 U.S.C. 7414. 

Project Accomplishments: 
PEF completed and submitted the ICR to EPA during 2010. 

Project Fiscal Expenditures: 
January 1, 201 1 to December 31,201 1 : PEF expects no O&M project expenditures for this year. 

Project Progress Summary: 
PEF completed and submitted the ICR to EPA during 2010. 

Project Projections: 
PEF expects no expenditures for this project in 2012. 
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Effluent Limitation Guidelines ICR Program Project Title: 
Project No. 15 

Project Description: 
The Effluent Limitation Guidelines ICR Program was created in response to Section 304 of the federal Clean Water Act which directs 
the U.S. EPA to develop and periodically review regulations, called effluent guidelines, to limit the amount of pollutants that are 
discharged to surface waters from various point source categories. 33 U.S.C. $13 14(b). In October 2009, EPA announced that it 
intended to update the effluent guidelines for the steam electric power generating point source category, which were last updated in 
1962. PEF is required to complete the ICR and submit responses to U.S. EPA within 90 days. Collection and submittal of the 
requested information is mandatory under Section 306 of the Clean Water Act. 

Project Accomplishments: 
PEF completed and submitted the ICR to EPA in September 2010. 

Project Fiscal Expenditures: 
January 1,201 1 to December 31,201 1: PEF expects no O&M project expenditures for this year. 

Project Progress Summary: 
PEF completed and submitted the ICR to EPA in September 2010 

Project Projectlons: 
PEF expects no expenditures for this project in 2012. 
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National Pollutant Discharge Elimination System (NPDES)-Energy Project Title: 
Project No. 16 

Project Description: 
Pursuant to the federal Clean Water Act, 33 U.S.C. § 1342, all point source discharges to navigable waters from industrial facilities 
must obtain permits under the NPDES Program. The Florida Department of Environmental Protection (FDEP) administers the NPDES 
program in Florida. PEF's Anclote. Bartow, and Crystal River North NPDES permits were issued on January 19. 201 1. February 14, 
201 1, and July 21, 201 1, respectively. Crystal River South and Suwannee plants are all in the process of renewal in 201 1 and will be 
required to meet new permitting conditions. On March 11, 201 1 PEF petitioned the Commission for approval to recover costs 
associated with new requirements included or expected to be included in the new renewal permits. The new activities include: thermal 
studies, aquatic organism return studies and implementation, whole effluent toxicity testing, dissolved oxygenrtudies (Bartow only), 
and freeboard limitation related studies (Bartow only). See Ms. West's Direct Testimony for more information. 

Project Accomplishments: 
PEF has begun performing thermal studies, whole effluent toxicity testing, dissolved oxygen studies and freeboard limitation related 
studies and evaluations to comply with new permit requirements. 

Project Fiscal Expenditures: 
January 1,2011 to December 31, 201 1: PEF expects that total 08M project expenditures for the year will be approximately $0.6 
million. 

Project Progress Summary: 
PEF has begun complying with the requirements of the NPDES permits. Aquatic organism return study requirements have been 
postponed for a year to align with the final EPA 316(b) rule requirements (BartowIAnclote plants). The aquatic organism return 
requirement is not a requirement in the Crystal River North plant NPDES permit. 

Project Projections: 
Estimated project expenditures for the period January 2012 through December 2012 are expected to be approximately $0.6 million in 
OBM costs and approximately $2.3 million in capital expenditures to ensure ongoing compliance with NPDES permits. 
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Project Description: 
On May 24, 201 1 PEF petitioned the Commission to modify the scope of its previously approved Integrated Clean Air Compliance Plan 
following EPAs May 3,201 1 publication of the Electric Generating Unit (EGU) National Emission Standards for Hazardous Air 
Pollutants (NESHAPs) that define MACT for control of hazardous air pollutant emissions. Adoption of this new rule is expected in early 
2012. and will require PEF to modify its Integrated Clean Air Plan to ensure compliance with new emissions standards. 

The new requirements of the proposed NESHAP and other ongoing rulemakings present significant challenges to the utility industry, 
requiring substantial analysis and planning to develop and implement cost-effective compliance measures. 
Petition, PEF has conducted diagnostic stack testing in order to help in the development of compliance strategies. Upon issuance of 
the final rule, PEF expects to incur additional costs in 2012 for detailed engineering and other analyses necessary to develop 
compliance strategies for inclusion in an updated Integrated Clean Air Compliance Plan. See Ms. West's Direct Testimony for more info 

As explained in the 

Project Accomplishments: 
PEF completed initial MACT testing at Crystal River Unit 4 in August 201 1. 

Project Fiscal Expendltures: 
January 1, 201 1 to December 31,201 1: PEF expects that total OSM project expenditures for the year will be approximately $85 
thousand. 

Project Progress Summary: 
PEF completed initial MACT testing at Crystal River Unit 4 in August 201 1. 

Project Projections: 
Estimated project expenditures for the period January 2012 through December 2012 are expected to be approximately $0.3 million in 
08M costs to ensure compliance with the new MACT rules. 
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