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Q.
Please state your name and business address.
A.
My name is Will Garrett.  My business address is 299 First Avenue North, St. Petersburg, FL 33701.
Q.
By whom are you employed and in what capacity?

A.
I am employed by Progress Energy Service Company, LLC as Controller of Progress Energy Florida.  
Q.
What are your responsibilities in that position?
A.
As legal entity Controller for Progress Energy Florida (PEF), I am responsible for all accounting matters that impact the reported financial results of this Progress Energy Corporation entity. I have direct management and oversight of the employees involved in PEF Regulatory Accounting, Property Plant and Materials Accounting, and PEF Financial Reporting and General Accounting. I assumed the responsibilities for the Environmental Cost Recovery Clause (ECRC) True-Up filing in February 2006, from Javier Portuondo.
Q.
Please describe your educational background and professional experience.
A.
I joined the company as Controller of PEF on November 7, 2005.  My direct relevant experience includes 2 ½ years as the Corporate Controller for DPL, Inc. and its major subsidiary, Dayton Power and Light, headquartered in Dayton, Ohio.  Prior to this position, I held a number of finance and accounting positions for 8 years at Niagara Mohawk Power Corporation, Inc. (NMPC) in Syracuse, New York, including Executive Director of Financial Operations, Director of Finance and Assistant Controller.  As the Director of Finance and Assistant Controller, my responsibilities included regulatory proceedings, rates, and financial planning, providing testimony on a variety of matters before the New York Public Service Commission. Prior to joining NMPC, I was a Senior Audit Manager at Price Waterhouse (PW) in upstate New York, with 10 years of direct experience with investor owned utilities and publicly traded companies.  I am a graduate of the State University of New York in Binghamton, with a Bachelor of Science in Accounting and I am a Certified Public Accountant in the State of New York.

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 2006 through December 2006.
Q.
Are you sponsoring any exhibits in support of your testimony?

A.
Yes.  I am sponsoring Exhibit No.__ WG-1, which consists of eight forms and Exhibit No.__ WG-2, which provides details of four capital projects by site.  Exhibit No.__ WG-1 consists of the following:  Form 42-1A reflects the final true-up for the period January 2006 through December 2006.  Form 42-2A reflects the final true-up calculation for the period.  Form 42-3A reflects 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 11, consist of the calculation of depreciation expense, property tax expense, and return on capital investment for each project that is being recovered through the ECRC.  Exhibit No.__ WG-2 consists of detailed support for the following capital projects:  Above Ground Storage Tank Secondary Containment (CPD, pages 2 through 6), CAIR/CAMR (CPD, pages 7 through 8), CAIR CTs (CPD, pages 9 through 12), and Underground Storage Tanks (CPD, page 13).
Q.
What is the source of the data that you will present by way of testimony or exhibits in this proceeding?

A.
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 2006 through December 2006?

A.
PEF is requesting approval of an under-recovery amount of $14,323,932 for the calendar period ending December 31, 2006.  This amount is shown on Form 42-1A, Line 1.
Q.
What is the net true-up amount PEF is requesting for the January 2006 through December 2006 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 $2,446,714 reflected on Line 3 of Form 42-1A, as the adjusted net true-up amount for the January 2006 through December 2006 period.  This amount is the difference between the actual under-recovery amount of $14,323,932 and the actual/estimated under-recovery of $16,770,646, as approved in Order PSC-06-0972-FOF-EI, for the period of January 2006 through December 2006.
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 2006 through December 2006 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 $2,359,910 or 6.8% lower than projected.  Following are variance explanations for those O&M projects with significant variances.  Individual project variances are provided on Form 42-4A. 

O&M Project Variances
1.   Substation Environmental Investigation, Remediation, and Pollution Prevention (Project No. 1):  Project expenditures were $1,583,097 or 44.0% more than projected.  This variance is primarily attributable to remediations at 6 substation sites requiring more work to be performed than was estimated.  This project is further discussed in Kent D. Hedrick’s testimony.  
2.
Distribution System Environmental Investigation, Remediation, and Pollution Prevention (Project No. 2):  Project expenditures were $2,617,485 or 16.1% lower than projected.  This variance is primarily attributable to the inability to complete the number of remediations assumed in the 2006 work plan for the last quarter of 2006.  This project is further discussed in Kent D. Hedrick’s testimony.  
3.
Pipeline Integrity Management Program (Project No. 3a):  The Pipeline Integrity Management (PIM) O&M project expenditures were $412,091 or 58.2% lower than projected.  The majority of the variance is being driven by delays on several projects due to contract and performance issues with third party vendors.  This project is further discussed in Patty Q. West’s testimony.  
4.
Phase II Cooling Water Intake (Project No. 6): Project expenditures were $202,280 or 22.7% lower than projected.  The variance is attributable to some program studies being deemed unnecessary that were originally projected to be performed.  This project is further discussed in Patty Q. West’s testimony.  
5.
Sea Turtle – Coastal Street Lighting (Project No. 9): Project expenditures were $72,631 or 66.8% lower than expected.  This variance is attributable to not performing the lighting research that was planned and not fully completing compliance activities in certain areas.  This project is further discussed in Kent D. Hedrick’s testimony.  
Q.
How did actual Capital recoverable expenditures for January 2006 through December 2006 compare with PEF’s estimated/actual projections as presented in previous testimony and exhibits?

A.
Form 42-6A shows that total Capital Investment project recoverable costs were $14,805 or 1.5% lower than projected.  Actual costs and variance by individual project are provided on Form 42-6A.  Following are variance explanations for those Capital projects with significant variances.  Return on Capital Investment, Depreciation, and Taxes for each project for the period are provided on Form 42-8A, pages 1 through 11. 

Capital Investment Project Variances:
1. Above Ground Tank Secondary Containment (Project No. 4):  Recoverable costs were $41,947 or 11.6% lower than projected.  The variance is primarily attributable to depreciation and property tax costs that were not recovered due to two tanks that were not placed in service as projected.  This project is further discussed in Patty Q. West’s testimony.
2. Sea Turtle – Coastal Street Lighting (Project No. 9):  Project expenditures were expected to be $125,615 in 2006.  However, $0 were actually spent causing recoverable costs to be $8,021 or 100% lower than projected.  This variance is primarily attributable to ongoing research activities necessary before capital is expended.  This project is further discussed in Kent D. Hedrick’s testimony.    
3. CAIR/CAMR - Anclote & CAIR CTs (Project 7.1 & 7.2):  Recoverable costs were $13,737 or 34.8% lower than projected.  The variance is primarily attributable to lower actual capital expenditures and subsequent return on capital for these projects than was projected.  These projects are further discussed in Patty Q. West’s testimony.
4. CAIR/CAMR – AFUDC (Project 7.3):  These capital expenditures qualify for AFUDC and therefore will not be included in the recoverable costs until the associated pollution controls are placed in service.  PEF projected total capital expenditures to be $34,650,045 in 2006.  However, actual expenditures in 2006 were $10,698,570 or 30.9% lower than projected.  The variance is primarily attributable to a delay in finalization of engineering, procurement, and construction contracts.  This project is further discussed in Patty Q. West’s testimony.
Other Matters

Q.
Did PEF include any costs relative to PEF’s Modular Cooling Tower Project subject to refund including interest pending resolution of Docket No. 060162-EI in this true-up filing?  
A.
Yes.  PEF has included $4,635,743 in O&M expenses and $516,221 in capital expenditures which the Commission approved in Order No. PSC-06-0972-FOF-EI subject to refund, including interest, pending resolution of Docket No. 060162-EI.  
Q.
Does this conclude your testimony?

A.
Yes, it does.  
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