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Q.
Please state your name and business address.
A.
My name is Javier Portuondo.  My business address is Post Office Box 14042, St. Petersburg, Florida 33733.

Q.
By whom are you employed and in what capacity?

A.
I am employed by Progress Energy Service Company, LLC as Director of Regulatory Services - Florida.  

Q.
Have your duties and responsibilities remained the same since you last testified in this proceeding?

A.
Yes. 
Q.
Have you previously filed testimony before this Commission in connection with Progress Energy Florida's Environmental Cost Recovery Clause (ECRC)?
A.
Yes, I have.

Q.
What is the purpose of your testimony?

A.
The purpose of my testimony is to present for Commission review and approval, Progress Energy Florida's Actual True-up costs associated with Environmental Compliance activities for the period January 2003 through December 2003.

Q.
Are you sponsoring any exhibits in support of your testimony?

A.
Yes.  I am sponsoring Exhibit No. JP-1, which consists of 8 forms.   Form 42-1A reflects the final true-up for the period January 2003 through December 2003.  Form 42-2A consists of the final true-up calculation for the period.  Form 42-3A consists of the calculation of the Interest Provision for the period.  Form 42-4A reflects the calculation of variances between actual and estimated/actual costs for O&M activities.  Form 42-5A presents a summary of actual monthly costs for the period of O&M activities.  Form 42-6A reflects the calculation of variances between actual and estimated/actual costs for Capital Investment Projects.  Form 42-7A presents a summary of actual monthly costs for the period for Capital Investment Projects.  Form 42-8A, pages 1 through 4, consist of the calculation of depreciation expense and return on capital investment for each project that is being recovered through the ECRC.
Q.
What is the source of the data that you will present by way of testimony or exhibits in this proceeding?

A.
Unless otherwise indicated, the actual data is taken from the books and records of PEF.  The books and records are kept in the regular course of our business in accordance with generally accepted accounting principles and practices, and provisions of the Uniform System of Accounts as prescribed by this Commission.

Q.
What is the final true-up amount for which PEF is requesting for the period January 2003 through December 2003?

A.
PEF is requesting approval of an under-recovery amount of $9,871,507 for the calendar period ending December 31, 2003.   This amount is shown on Form 42-1A, Line 4.
Q.
What is the net true-up amount PEF is requesting for the January 2003 through December 2003 period which is to be applied in the calculation of the environmental cost recovery factors to be refunded/recovered in the next projection period?

A.
PEF has calculated and is requesting approval of an over-recovery amount of $951,437 reflected on Form 42-1A, as the adjusted net true-up amount for the January 2003 through December 2003 period.  This amount is the difference between the actual under-recovery amount of $9,871,507 and the actual/estimated under-recovery of $10,822,944, as approved in Order PSC-03-1348-FOF-EI, for the period of January 2003 through December 2003.
Q.
Are all costs listed in Forms 42-1A through 42-8A attributable to environmental compliance projects approved by the Commission?

A.
Yes, they are.

Q.
How did actual O&M expenditures for January 2003 through December 2003 compare with PEF’s estimated/actual projections as presented in previous testimony and exhibits?

A.
Form 42-4A shows that total O&M project costs were $801,147 or 5.2% lower than projected.  Following are variance explanations for those O&M Projects with significant variances.  Individual project variances are provided on Form 42-4A. 
1. Substation Environmental Investigation, Remediation, and Pollution Prevention (Project No. 1) - O&M:  
Project expenditures were $108,414 more than anticipated, or a 22.9% variance.  This variance is due primarily to a $70,000 item that was accrued in December 2003 in error.  This was found after the books were closed and reversed in January 2004.  The additional $38,000 variance was due to PEF performing remediation activities at two substation sites that were not in the original projection.  These remediations were performed in accordance with the new Florida Department of Environmental Protection clean up criteria. 
2.  Pipeline Integrity Management Program (Project No. 3a) – O&M:

No project expenditures for O&M occurred this year compared to a projection of $10,000 for reviewing and updating the integrity management program plan and risk assessments, causing a 100% variance.  This task was postponed until 2004 as the leak detection implementation was not completed in 2003 as previously expected (see capital variance explanation below).   
Q.
How did actual Capital expenditures for January 2003 through December 2003 compare with PEF’s estimated/actual projections as presented in previous testimony and exhibits?

A.
Form 42-6A shows that total Capital Investment project costs were $17,501 or 56.3% lower than projected.  Actual costs and variance by individual project are provided on Form 42-6A.  Return on Capital Investment, Depreciation and Taxes for each project for the period are provided on Form 42-8A, pages 1 through 4. Following are variance explanations for those capital projects with significant variances.
1. Pipeline Integrity Management - Bartow/Anclote Pipeline (Project No. 3b) – Capital:  
Recoverable costs were $11,188, or 54.1% lower than expected.  This variance was due to the project not being completed by the end of 2003 as planned.  During the fall of 2003, several non-environmental pipeline projects were being worked during a pipeline outage.   These projects took priority in order to assure restoration of fuel supply to the Anclote Units. It is anticipated that the Bartow/Anclote Pipeline Leak Detection system will be fully implemented by June 2004.  

2. Above Ground Tank Secondary Containment - Turner CT's (Project No. 4a) – Capital:  
Recoverable costs were $2,835 or 50.1% lower than expected. This variance was due to project delays related to the product used to line the tank. The tank work is expected to be completed by the end of the third quarter of 2004. 
3. Above Ground Tank Secondary Containment - Crystal River 1 & 2 (Project No. 4c) – Capital:  
Recoverable costs expenditures were $2,851 or 77.3% lower than projected.  Estimates obtained early in the budgeting process projected capital expenditures to fall in the $100,000 range.  However, after further study, a less costly alternative was found that met the regulatory requirements, resulting in actual capital expenditures of only $33,000.  This project was certified in February 2004. 

Q.
Does this conclude your testimony?

A.
Yes, it does.  
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