
1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

1 

BEFORE THE 
FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 060162-E1 

ELECTRONIC VERSIONS OF THIS TRANSCRIPT ARE 
A CONVENIENCE COPY ONLY AND ARE NOT 

THE OFFICIAL TRANSCRIPT OF THE HEARING, 
THE 

'ROCEEDINGS : 

;EFORE : 

)ATE : 

'IME : 

'LACE : 

ZEPORTED BY: 

.PDF VERSION INCLUDES PREFILED TESTIMONY. 

HEARING 

CHAIRMAN LISA POLAK EDGAR 
COMMISSIONER MATTHEW M. CARTER, I1 
COMMISSIONER KATRINA J. MCMURRIAN 

Tuesday, May 1, 2007 

Commenced at 9 : 4 0 a.m. 
Concluded at 1O:lO p . m  

Betty Easley Conference Center 
Room 148 
4075 Esplanade Way 
Tallahassee, Florida 

LINDA BOLES, RPR, CRR 
Official FPSC Reporter 
( 8 5 0 )  413-6734 

FPSC - COHM I SSI ON e 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0  

11 

1 2  

1 3  

14 

1 5  

1 6  

1 7  

18 

1 9  

2 0  

2 1  

22  

23 

24 

2 5  

2 

APPEARANCES: 

GARY V. PERKO, ESQUIRE, Hopping Law Firm, Post Office 

Box 6526, Tallahassee, Florida 3 2 3 1 4 ,  appearing on behalf of 

Progress Energy Florida, Inc. 

JOSEPH McGLOTHLIN, ESQUIRE, Office of Public Counsel, 

c/o The Florida Legislature, 111 West Madison Street, Room 812, 

Tallahassee, Florida 32399-1400, appearing on behalf of the 

Citizens of the State of Florida. 

MARTHA BROWN, ESQUIRE, and LISA BENNETT, ESQUIRE, 

FPSC General Counsel's Office, 2540 Shumard Oak Boulevard, 

Tallahassee, Florida 32399-0850, appearing on behalf of the 

Commission Staff. 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

I N D E X  

WITNESSES 

NAME : 

JAVIER PORTUONDO 

Prefiled Direct 

THOMAS LAWERY 

Prefiled Direct 

THOMAS HEWSON 

Prefiled Direct 

PATRICIA W. MERCHANT 

Prefiled Direct 

JAVIER PORTUONDO 

Prefiled Rebuttal Testimony Inserted 

Testimony 

Testimony 

Testimony 

Testimony 

Inserted 

Inserted 

Inserted 

Inserted 

CERTIFICATE OF REPORTER 

PAGE NO. 

2 2  

3 0  

3 9  

4 8  

6 6  

7 9  

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0  

11 

12 

13 

14 

15 

16 

1 7  

1 8  

1 9  

20 

21 

22 

23 

24 

25 

1 

2 

3 

4 

5 

5 

7 

3 

3 

10 

11 

EXHIBITS 

YUMBER: 

Comprehensive Exhibit List 

Staff Composite Exhibit - Stipulated 

JP-1 

JP-2 

TL-1 

TL-2 

TL-3 

TAH - 1 

PWM-1 

PWM-2 

JP-3 

I D .  

77 

77 

77 

77 

77  

77  

77 

77  

77  

77  

77  

FLORIDA PUBLIC SERVICE COMMISSION 

4 

ADMTD . 

77 

77 

77  

77  

77  

77  

77  

77 

77 

77  

77  



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

5 

P R O C E E D I N G S  

CHAIRMAN EDGAR: All right. Good morning all. Call 

this hearing to order. 

We'll begin by asking our staff to read the notice. 

MS. BROWN: By notice issued April 12th, 2007, this 

time and place was set for a hearing in Docket Number 

060162-E1, petition by Progress Energy Florida, Inc., for 

approval to recover modular cooling tower costs through the 

environmental cost recovery clause. The purpose of the hearing 

is set out in the notice. 

CHAIRMAN EDGAR: Thank you. And we'll take 

appearances. 

MR. PERKO: Good morning, Madam Chair. My name is 

Gary Perko of the Hopping, Green & Sams Law Firm on behalf of 

Progress Energy Florida. 

MR. McGLOTHLIN: Good morning. I'm Joe McGlothlin, 

Associate Public Counsel. 

CHAIRMAN EDGAR: Thank you. And staff. 

MS. BROWN: Martha Carter Brown and Lisa C. Bennett 

on behalf of the Commission. 

CHAIRMAN EDGAR: Thank you. 

Ms. Brown, preliminary matters. 

MS. BROWN: Yes, Chairman Edgar. The parties have 

reached a stipulation on the procedure they wish to follow in 

this case, which is described in the prehearing order. After 

FLORIDA PUBLIC SERVICE COMMISSION 
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opening statements of ten minutes a side, the prefiled 

testimony and exhibits and staff's composite exhibit of 

discovery responses can be entered into the record with the 

parties waiving cross-examination. When that is done, the 

hearing can be adjourned. The parties will file their 

posthearing briefs on the stipulated record and the witnesses 

have been excused. And I think that's all the preliminary 

matters we have, and could start with opening statements, if 

you'd like. 

CHAIRMAN EDGAR: Okay. That was going to be my next 

question. So are we ready for opening statements? 

MS. BROWN: Yes, ma'am. 

CHAIRMAN EDGAR: Okay. Mr. Perko, are you ready? 

MR. PERKO: Yes, ma'am. 

CHAIRMAN EDGAR: Okay. Ten minutes each. You are 

recognized. 

MR. PERKO: Thank you, Madam Chair, and good morning, 

Commissioners. Again, I'm Gary Perko on behalf of Progress 

Energy Florida. We appreciate this opportunity to present 

Progress Energy's case, albeit brief, in support of its request 

to recover the costs of the modular cooling tower project. 

Because it's been some time since the Commission originally 

addressed this matter in August 2006, I thought I'd start with 

a brief summary of the project and how we got to where we are 

today. 

FLORIDA PUBLIC SERVICE COMMISSION 
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As explained in the testimony of Progress Witness 

Thomas Lawery, the Florida Department of Environmental 

Protection's industrial wastewater permit for the Crystal River 

plant includes a thermal limit of 96.5 degrees Fahrenheit on a 

three-hour rolling average on the cooling water discharge from 

the plant. Progress Energy is legally required to comply with 

this permit limit no matter what the temperature of the inlet 

waters are in the Gulf of Mexico. 

Now in the summer of 2005 there was a dramatic 

increase in the temperature in the inlet Gulf water. This led 

Progress having to - -  to having unprecedented derates of the 

Crystal River Units 1 and 2 in order to comply with the permit 

limit. When those derates occur on these baseloaded units, 

Progress must replace that lost generation by using more 

expensive oil or gas-fired units or by purchasing higher cost 

power on the open market. As discussed in the testimony of 

Progress Witness Javier Portuondo, the modular cooling t wers 

are the most cost-effective option for minimizing derates 

associated with a thermal permit limit, while giving the 

company the flexibility to evaluate whether a permanent 

solution is needed for this problem, and, if so, what that 

permanent solution should be. 

Moreover, the project is projected to result in 

significant fuel cost savings both cumulatively and in each of 

the five years the towers are expected to be in operation. 

FLORIDA PUBLIC SERVICE COMMISSION 
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Those fuel savings are projected to exceed the estimated cost 

of the project, thus benefiting the company's ratepayers. I 

don't believe there's any question about the prudence or any 

issue about the prudence of the project. Rather, the issue is 

whether the costs are recoverable under either the ECRC or the 

fuel clause. 

Now as you may remember back in August when the 

Commission first considered this matter, it was noted that 

Progress Energy originally sought recovery of this project 

under the fuel clause. We believe that request was appropriate 

based on long-standing Commission precedent in what you'll be 

hearing as Order Number 14546 which I will discuss later. 

Based on discussion with staff, however, we amended 

our petition to seek recovery under the ECRC in light of the 

fact that the project was necessitated by an environmental 

requirement in the Crystal River permit. 

Staff recommended approval of the company's petition, 

but after considerable discussion at the August Agenda 

Conference the Commission decided to set this matter for 

hearing specifically to determine whether the costs were 

recoverable under the ECRC or the fuel clause. 

Now turning to the ECRC, as explained in 

Mr. Portuondo's testimony, the project is proper for recovery 

under the ECRC because it satisfies the three criteria that the 

Commission established in Order Number 94-044, which was the 

FLORIDA PUBLIC SERVICE COMMISSION 
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first order that implemented the environmental cost recovery 

clause. 

First, the costs of this project are being incurred 

after April 13th, 1993, when the ECRC was first enacted by the 

Legislature. Second, the need for this project to comply with 

the DEP permit was triggered after the company's last test year 

upon which rates are based. And, third, the costs of the 

project are not recovered through some other cost recovery 

mechanism or base rates. 

I don't think there's any issue regarding the first 

criteria since the costs are clearly being incurred after 1993. 

However, OPC's witnesses argue that the project does not 

satisfy the second criterion because the thermal permit limit 

was established before the company's last rate case. 

As discussed in Mr. Portuondols direct and rebuttal 

testimony, however, the relevant language of Order 

94-004 states, and I quote, the activity must be legally 

required to comply with a governmentally imposed environmental 

regulation that was enacted or became effective, or whose 

effect was triggered after the company's last test year upon 

which rates are based. 

Now OPC's witnesses gloss over the third part of that 

criteria which focuses on when the effect of the environmental 

requirement was triggered rather than just the date it was put 

in place. As Mr. Portuondols rebuttal testimony explains, the 

FLORIDA PUBLIC SERVICE COMMISSION 
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modular cooling tower project satisfies this criteria because 

the need for the additional cooling water capacity to comply 

with the environmental requirement was triggered by the 

unusually high inlet water temperatures during the summer of 

2005. Now those unusually high water temperatures were not 

fully analyzed until the company submitted its MFRs and its 

base rates were approved in its 2005 rate proceeding. In fact, 

the decision to implement the project was not made until 

February 2006. Thus, the project satisfies the second criteria 

for ECRC recovery. 

Now turning to the third criteria, whether the costs 

are recovered through some other cost recovery mechanism or 

base rates, OPC's witness effectively says that she's not 

convinced that Progress has established that the costs are not 

being recovered in base rates. That opinion is simply not 

supported by the record. As exhibits to his direct testimony, 

Mr. Portuondo provides the relevant schedules from the 

company's MFRs in its 2005 rate case. Because the costs for 

this project were not included in those schedules, they 

demonstrate that the costs for the project were not anticipated 

when the company's current base rates were established. As 

recently as - -  and although OPC's witness cautions against 

relying on MFRs, as recently as the 2006 annual ECRC docket 

this Commission has relied on MFRs in addressing whether costs 

were included in base rates in connection with its 

FLORIDA PUBLIC SERVICE COMMISSION 
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consideration of FPLIs request to recover costs of challenging 

the Clean Air Interstate Rule. So this is by no means 

something new for the Commission to do. 

In addition, as Mr. Portuondols rebuttal testimony 

explains, OPC's witness is simply wrong in suggesting that 

recovery of project costs would somehow contravene the 

company's 2005 rate case settlement. The provision of the 

settlement agreement the OPC witness cites precludes the 

company from petitioning for new surcharges. It does not 

prevent the company from recovering newly incurred costs under 

an existing cost recovery program. Moreover, Paragraph 8 of 

the settlement explicitly contemplates that new environmental 

capital costs would be recovered under the ECRC. 

In summary, the project is necessary to comply with 

an environmental requirement whose full effect was not 

triggered until after the company's last rate case, and the 

costs of the projects are not being recovered through base 

rates. Therefore, the project qualifies under the three 

criteria for the ECRC recovery. 

Now turning to the fuel clause, while we believe the 

project costs are recoverable through the ECRC, we also believe 

that given the unique nature of the significant fuel savings it 

could also be appropriate to recover these costs through the 

fuel clause. In 1985, Commission Order Number 14546 

established comprehensive guidelines for the recovery of costs 

FLORIDA PUBLIC SERVICE COMMISSION 
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to the fuel clause. In that order the Commission recognized 

that certain unanticipated costs are appropriate for recovery 

mder the fuel clause on a case-by-case basis. Specifically 

the Commission recognized the recovery is appropriate for, and 

3gain I'll quote, fossil fuel-related costs normally recovered 

through base rates but which were not recognized or anticipated 

in the cost levels used to determine current base rates and 

vhich, if expended, will result in fuel savings to customers. 

As I previously discussed, the costs of the modular 

cooling tower project were not anticipated at the time of PEF's 

last rate case. And as discussed in Mr. Portuondo's direct 

testimony, the project will result in significant fuel savings 

to PEF's ratepayers by avoiding derates to the Crystal River 

units and thereby reducing the need for higher costs - -  the 

need to use higher cost units or to purchase more expensive 

power on the market. 

for recovery through the fuel clause under the policies set 

forth in Order Number 14546. 

As such, the costs of the project qualify 

Now OPC's witness Mr. Hewson argues that the project 

does not qualify for recovery under that order because the 

project will not result in lower, what he terms, delivered fuel 

costs. However, nothing in Order Number 14546 or subsequent 

orders implementing it over the past 20 years has ever 

specified that projects must be directly tied to delivered fuel 

costs. To the contrary, as Mr. Portuondo's rebuttal explains, 
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in Order Number 14546 the Commission expressly sought to 

establish a flexible policy. In applying this flexible policy 

over the last 20 or so years, the Commission has not sought to 

limit the type of costs that are recoverable. Rather, it has 

sought to ensure a link between the types of costs incurred and 

the types of costs avoided. 

An excellent example of this is the Commission's 

approval of FPL's request to recover costs associated with an 

uprate at its Turkey Point nuclear plant. The costs incurred 

were of a capital nature and associated with nuclear 

production, not fossil fuel. However, because the project 

would allow FPL to lower total overall fuel costs by more than 

the expected costs of the project, the Commission found that 

the project fell within the scope of Order Number 14546. This 

Commission precedent indicates that any costs that result in 

overall fuel savings are potentially subject to recovery under 

the fuel clause as fuel-related costs. 

I would suggest that Mr. Hewson raises a red herring 

when he opines that if the Commission approves recovery of this 

project, it will have to approve recovery of virtually all O&M 

projects. As Mr. Portuondo explains in his rebuttal testimony, 

most O&M projects, including costs incurred in planned and 

unplanned outages, are recognized and anticipated when base 

rates are determined because they are meant to repair or 

replace existing equipment due to natural wear and tear. By 

FLORIDA PUBLIC SERVICE COMMISSION 
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contrast, the costs of the modular cooling project were not 

recognized or anticipated in the cost levels used to determine 

the company's base rates. We're not talking about a normal 

foreseeable O&M project here. No one could have foreseen the 

unprecedented cooling water intake temperatures that 

necessitated this project and they were simply beyond the 

company's control. These are the types of volatile and 

unpredictable costs that the Commission previously has 

recognized that cost recovery clauses are designed to cover. 

Now I'd like to touch upon one other point raised by 

OPC Witness Merchant. 

CHAIRMAN EDGAR: And, Mr. Perko, you're over time, so 

1'11 need you to wrap. 

MR. PERKO: Okay. I just wanted to touch on one 

point that Ms. Merchant raises. She goes into great detail 

talking about ratemaking theory and the effect of this project 

on Progress's earned rate of return. And I would suggest that 

that discussion is irrelevant because this Commission has 

established specific criteria in determining whether a project 

is, is recoverable under the cost recovery clauses, and it has 

specifically rejected a rate of - -  an earnings test in 

establishing whether costs are recoverable either under the 

ECRC and also under the fuel clause. And with that, Madam 

Chair, I '11 conclude. 

CHAIRMAN EDGAR: Thank you, Mr. Perko. 
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Mr. McGlothlin. 

MR. McGLOTHLIN: Yes. Thank you. 

Commissioners, in the scheme of things this docket 

and the amount of money involved in this docket is not as 

impressive as some of the other things that come your way, but 

the case does involve some important principles. And also from 

the customer standpoint a thousand small cuts can be as painful 

as a single large one. And we predict that if you approve this 

request, others will follow. 

We're going to sponsor the testimony of two 

witnesses, Thomas Hewson and Patricia Merchant. Mr. Hewson is 

a civil engineer by training and has been involved as a 

consultant on environmental matters to the energy industry for 

some 30 years and has offered expert testimony in more than a 

dozen states. Ms. Merchant is our office's resident CPA and 

has substantial regulatory experience, as you're aware. 

The principle that I mentioned is discussed in 

! Is. Merchant's testimony. It is that base rates continue to be 

the primary means of overseeing and regulating a regulated 

utility's financial condition. Base rates are designed to 

recover general costs as opposed to tracking a specific one, 

and they are designed to function in an environment of changing 

xstomer patterns, changing revenue, changing costs, with the 

3bjective of maintaining a reasonable return over time. 

Cost recovery mechanisms are an exception to this 
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basic and fundamental ratemaking approach, and they are 

designed to track precisely a single item of cost. Because 

they are an exception they have eligibility criteria. And I 

think it's important for the Commission to emphasize in this 

case and others that it intends to police those eligibility 

criteria to ensure that utilities do not attempt to enlarge th 

scope of a cost recovery mechanism beyond the original intent. 

Because the effect of allowing a cost that is technically 

ineligible for inclusion to go through a cost recovery 

mechanism is to increase the customers', the size of 

customers' bills and is tantamount to an unwarranted and 

backdoor rate increase. For that reason, we ask you to take a 

close look at the rationale offered by the company in this 

case. 

To begin with, the, the ECRC claim, again, the 

criterion is that the activity is legally required to comply 

with the government-imposed environmental regulation that was 

enacted or became effective or whose effect was triggered after 

the company's last test year upon which rates are based. And I 

agree with counsel that the question presented by this 

application is the meaning of the word "triggered." It's 

undisputed that the regulation in question has been in effect 

since 1988, has been continuously in effect since that time, 

uhich predates the last rate case. So the question is what 

does the phrase "triggered by, "triggered" mean? We contend 
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that triggered means that regulation is in place but the 

requirement to comply occurs later. And as a matter of fact, 

the rule that is cited in Mr. Portuondo's rebuttal testimony is 

of that ilk. In other words, the regulation is in place in 

Year A, but it says that by Year B you will do thus and so. 

That isn't what the company is arguing in this case. Instead, 

the company argues that a change in climatic conditions, in 

other words, the increase in temperatures is a triggering 

effect. We contend that that is not a triggering event, it is 

simply a change in operating conditions that may have the 

effect of increasing the costs necessary to comply with a 

regulation that has been in effect since 1988, and that's where 

the dispute focuses. And we see the question as follows: 

Should the Commission stretch the definition of trigger to 

allow the utility to flow this cost through the ECRC in case, 

in which case the customers' bills go up, or should it enforce 

the definition of eligible costs, in which case the utility 

absorbs those costs through base rates? 

If you recall, the recovery mechanism is already a 

utility favoring device. It has the effect of reducing risk, 

ensuring recovery of the costs defined for inclusion. But to 

extend it to include increases in what is basically O&M would 

be an abuse of the clause. That would be detrimental to 

customers. 

With respect to the fuel cost recovery clause, I hope 
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the Commission will take time to review the number of times in 

which the word "fossil" precedes llfuel'l in the order that's 

cited by counsel, and also to take into account the example 

that is included in that order. The example of costs that can 

be flowed through the clause even though they're base rate in 

nature gave the example of the leasing of an oil terminal for a 

short-term to make possible the purchase of oil to be burned in 

generating units at a particularly attractive price. 

see here has reached - -  is far afield from anything that, that 

resembles that. 

What we 

Bear in mind also that the company describes the 

situation as follows. They are currently derating generating 

units in order to lessen the impact on the temperature of the 

water that exits the system. Economic dispatch is the norm, 

it's the normal objective. 

cost resources available to meet customer demand. If you are 

derating, that means you are departing from the norm and you're 

imposing on the system abnormally high costs. So when a 

neasure is designed to eliminate abnormally high costs and get 

back to the norm, can you really call that fuel savings? We 

think instead it's another example of O&M that's necessary to, 

to realize the objective of every utility, which is to operate 

2fficiently. 

That means you're using the lowest 

The company also says that it has two options: It 

zan continue to derate the unit or it can incur the costs here. 
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That's a bit like saying I have two options: I can buy a tire 

or 1 can continue to run on a flat. 

We think that the option of derating should not be 

regarded as coequal with the objective of returning from an 

abnormally expensive situation to one in which the units are 

operating in economic dispatch. 

So for those reasons, we think that the proposed 

measure fails to meet the criteria of either the environmental 

cost recovery clause or the fuel cost recovery clause. 

And I would end simply by noting that when 

Ms. Merchant performs her exercise, it is not to impose an 

earnings test, per se, but it's to make the point that if an 

ineligible cost is precluded from going through a clause, that 

is not a harsh result for the utility because the result would 

be to require it to absorb those costs of base rates. And that 

is the third option in this case. Counsel for the utility 

would, would like to portray this as an either/or, being one 

clause or the other, but the third alternative is to tell the 

utility to look to its base rate earnings as it must with 

respect to other costs that don't qualify for inclusion. And 

the fact is-that the, the impact on, on earnings in this case 

would be de minimis. And base rates continue to have a 

function, and the function is to ensure that the company has an 

opportunity to continue to achieve a fair rate of return. And 

in the event the impact of additional costs on that return is 
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to make it less than fair, then the alternative is not to abuse 

the cost recovery mechanism, but to seek an increase in base 

rates, at which time the Commission would have the opportunity 

to look at the totality of the company's circumstances. Thank 

you. 

CHAIRMAN EDGAR: Thank you, Mr. McGlothlin. 

Commissioners? 

Ms. Brown. 

MS. BROWN: We can turn to the record at this point 

m d  admit the testimony and exhibits. 

Preliminarily, I would ask that you look at your 

staff's comprehensive exhibit list. On Page 2 we corrected the 

zitle of one exhibit. It's reflected correctly in the 

?rehearing order, but I just wanted to point that out to you. 

4nd then before we get started, I think Mr. Perko has some 

zhanges to the testimony of one of his witnesses. 

CHAIRMAN EDGAR: Okay. Mr. Perko. 

MR. PERKO: Yes. Madam Chair, in order to resolve an 

2bjection that Mr. McGlothlin had to Mr. Portuondo's rebuttal 

:estimony, we've deleted some of the exhibit that originally 

3ppeared in that testimony and changed the discussion within 

:he testimony to reflect that. There's no real substantive 

:hange, but we just felt like it was probably easier to change 

:hat testimony and exhibit to make it clear to understand. So 

C've left that with each of you, with staff and the court 

FLORIDA PUBLIC SERVICE COMMISSION 
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reporter, and I believe Mr. McGlothlin has reviewed it. I 

don't want to speak for him, but I think he's okay with that. 

CHAIRMAN EDGAR: Mr. McGlothlin. 

MR. McGLOTHLIN: I have reviewed it. It's 

acceptable. 

CHAIRMAN EDGAR: Okay. All right. Thank you, 

Mr. Perko. 

MS. BROWN: With that, Madam Chairman, we ask that 

the prefiled testimony of the witnesses identified in 

Section VI of the prehearing order be entered into the order. 

CHAIRMAN EDGAR: Okay. The prefiled testimony of the 

witnesses with the substituted revised rebuttal testimony of 

Witness Portuondo will be entered into the record. 

FLORIDA PUBLIC SERVICE COMMISSION 
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A. 

Q. 

A. 

Q. 

A. 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET No. 0601 62-El 

In re: Amended Petition of Progress Energy Florida, Inc. 

to recover modular cooling tower costs 

through the environmental cost recovery clause. 

REVISED DIRECT TESTIMONY OF 
JAVIER PORTUONDO 

July 13, 2006 

Please state your name and business adc,-ess. 

My name is Javier J. Portuondo. My business address is Post Office Box 

14042, St. Petersburg, Florida 33733. 

By whom are you employed and in what capacity? 

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

Regulatory Planning. 

What is the scope of your duties? 

Currently, I am responsible for regulatory planning, cost recovery and pricing 

functions for both Progress Energy Florida (PEF or “Company”) and Progress 

Energy Carolinas. 

PROGRESS ENERGY FLORIDA 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Please describe your educational background and professional 

experience. 

I received a Bachelors of Science degree in Accounting from the University of 

South Florida. I began my employment with Florida Power Corporation in 

1985. During my 20 years with Florida Power Corporation and PEF, I have 

held a number of financial and accounting positions. In 1993, I became 

Manager, Regulatory Services, and I recently became Director, Regulatory 

Planning. 

What is the purpose of your testimony? 

The purpose of my testimony is to support the Company’s request for 

recovery of reasonably and prudently incurred costs of modular cooling 

towers that PEF plans to install and operate at its Crystal River plant. 

Specifically, I will explain why recovery of the cooling tower costs through the 

Environmental Cost Recovery Clause is appropriate. 

Are you sponsoring any Exhibits with your direct testimony? 

Yes. I am sponsoring the following exhibits: 

Exhibit No. - (JP-l), which is an excerpt of Schedule C-6 of the 

minimum filing requirements (MFRs) that PEF submitted in its recent 

ratemaking proceeding in Docket No. 050078-El; 

Exhibit No. - (JP-2), which is an excerpt of Schedule 6-8 of the MFRs 

submitted in Docket No. 050078-El; and 
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Q. 

A. 

Q. 

A. 

Exhibit No. - (JP-3), which is a table that provides PEF’s projection of 

fuel cost savings expected to result from the modular cooling tower 

project. 

Please briefly describe the Modular Cooling Tower Project. 

The project involves installation and operation of modular cooling towers in 

order to minimize “de-rates” of PEF’s Crystal River Units 1 and 2 necessary 

to comply with the permit limit on the temperature of cooling water discharged 

from the Crystal River plant (“thermal permit limit”). As discussed in more 

detail in the pre-filed testimony of Thomas Lawery, the project involves 

installation and operation of modular cooling towers in the summer months in 

order to reduce the discharge canal temperatures. This will enable PEF to 

reduce the number and extent of de-rates necessary to comply with the 

thermal permit limit and thereby reduce replacement fuel and purchase power 

costs. 

What is the basis for PEF’s request to recover costs of the Modular 

Cooling Tower Project through the Environmental Cost Recovery 

Clause? 

The ECRC, Section 366.8255, Florida Statues, authorizes the Commission to 

review and approve recovery of environmental compliance costs prudently 

incurred by electric utilities. In Order No. PSC-94-0044-FOF-EI, the 

Commission established the policy that recovery of such costs associated 
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with environmental compliance activities should be recoverable through 

ECRC if: 

1) such costs were prudently incurred after April 13, 1993 

the activity is legally required to comply with a governmentally imposed 

environmental regulation enacted, became effective, or whose effect 

was triggered after the company’s last test year upon which rates are 

based; and 

3) such costs are not recovered through some other cost recovery 

mechanism or through base rates. 

The need for the modular cooling towers was triggered by the unusually high 

inlet water temperatures for extended periods during the summer of 2005. 

These high temperatures led to the unprecedented de-ratings of the Crystal 

River plants which were necessary to comply with the permit limit for the 

temperature of cooling water discharged from the plant. 

Q. Were you involved in PEF’s last ratemaking proceeding in Docket No. 

050078-El? 

A. Yes. I submitted pre-filed testimony in that docket and I was responsible for 

the preparation of the MFRs that PEF submitted on April 29, 2005. 
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Q. 

A. 

Q. 

A. 

What are the projected costs of the modular cooling tower project? 

As Mr. Lawery explains in his testimony, the project is estimated to cost 

approximately $2 to $3 million per year beginning in 2006. Annual costs are 

expected to include rental fees and other O&M expenditures. Additionally, in 

2006, PEF expects to incur one-time capital expenses of approximately $1.5 

million to $2 million for initial installation. 

Are the costs of the modular cooling tower project recovered through 

the base rates established in Docket No. 050078-El? 

No. The modular cooling tower project was not anticipated when PEF’s 

current base rates were established in Docket No. 050078-El. The 

Company’s evaluation of the project was prompted by unusually high inlet 

water temperatures and associated de-rates during the summer of 2005. 

Thus, the costs of the project were not anticipated when the Company 

submitted its rate case MFRs in April 2005. This is demonstrated by Exhibit 

Nos. - (JP-I) and - (JP-2). 

Exhibit No. - (JP-1) is an excerpt (page 3) from MFR Schedule C-6. Among 

other things, Schedule C-6 presented the Company’s projected operating 

budget for the 2006 test year. As shown on line 12 of Exhibit No. - (JP-I), 

the Company projected no rental costs associated with its fossil fuel-fired 

steam generating units. Had rental costs associated with the modular cooling 
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towers been anticipated when the MFRs were filed, such costs would have 

been reflected on that line. 

Exhibit No. - (JP-2) is an excerpt (page 1) from MFR Schedule 8-8. That 

schedule presented the monthly plant balances for the projected 2006 test 

year. Had PEF anticipated capital expenditures associated with the cooling 

tower project, the resulting plant addition would have been reflected on line 

26 for FERC account 314. 18 CFR Part 101, p. 382 (4-1-05 edition) 

(defining account 31 4 to include “all costs installed of main turbine-driven 

units and all accessory equipment” such as the “Cooling system, including 

towers[.]”). However, the monthly balances shown on that line do not include 

any increases that would accommodate plant additions for the modular 

cooling towers. 

The costs of the modular cooling towers also were not anticipated when the 

Commission approved PEF’s current base rates. As noted above, the 

Company’s evaluation of the project was prompted by record high 

temperatures and de-rates in the summer of 2005. The evaluation was not 

completed until after the Commission approved PEF’s current rates in 

September 2005. 
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Q. 

A. 

Please describe the Company’s analysis of fuel cost savings estimated 

as a result of the cooling tower project. 

Fuel cost savings were analyzed based on the amount of avoided de-rates 

that are expected to result from the project. First, historical de-rate amounts 

attributable to the thermal limit were compiled for the years 2003-2005. Each 

hourly de-rate amount was distributed throughout the May-September period 

being evaluated based on the hourly load forecast for that period. The 

highest hourly de-rate amount recorded during the historical period was 

assigned to the hour with the highest projected load for the forecast period. 

The hour with the second highest de-rate amount was assigned to the hour 

with next highest projected load, and so forth. This pattern continued in order 

of descending de-rate volumes until each expected hour of de-rate had been 

assigned. 

For modeling purposes, the data was summarized into a “typical” week profile 

for each month in the evaluation period. Avoided de-rates were capped at 

330 MW based on the physical limitations of the modular cooling towers. The 

resulting profiles were then used as inputs to a dispatch simulation model, 

which projected total system costs. These costs were compared against a 

scenario in which no thermal de-rate parameters were imposed on the 

system. The difference in costs was then used to derive the $/mwh benefit of 

avoiding thermal de-rates. This represents gross fuel savings. Because the 

modular cooling towers are expected to use approximately 6 MWs of auxiliary 
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A. 

Q. 

A. 

Q. 

A. 

power, the cost of this auxiliary power was subtracted from the gross fuel 

savings to arrive at net fuel savings. 

What are the results of the fuel cost savings analysis? 

As shown in Exhibit No. - (JP-3), the cooling tower project is projected to 

result in cumulative net fuel cost savings of approximately $45 million over 

five years. Additionally, in each of the five years, annual fuel cost savings are 

projected to exceed the estimated costs of the project. 

How does the Compan] propose to recover the costs of the project? 

PEF proposes to recover all capital and O&M costs incurred for the project. 

Actual costs incurred for the project would be subject to Commission review 

for prudence and reasonableness as they are submitted for recovery through 

the Environmental Cost Recovery Clause. 

Does this conclude your testimony? 

Yes, it does. 
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Q. 

A. 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET No. 0601 62-El 

In re: Amended Petition of Progress Energy Florida, Inc. 

to recover modular cooling tower costs. 

DIRECT TESTIMONY OF 
THOMAS LAWERY 

January 22,2007 

Please state your name and business address. 

My name is Thomas Lawery. My business address is 8202 West Venable 

Street, Crystal River, Florida 34429. 

By whom are you employed and in what capacity? 

I am employed by Progress Energy Florida, Inc. (PEF) as Manager of 

Regional Engineering. 

What are your responsibilities in that position? 

I provide engineering and technical support to the fossil power plants for PEF. 

This includes projects and troubleshooting for the Crystal River fossil plants, 

Anclote plant, Suwannee plant and Bartow plant. 

PROGRESS ENERGY FLORIDA 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Please describe your educational background and professional 

experience. 

I have a B.S. degree in Electrical Engineering from Florida State University 

and I am presently pursuing an MBA at the University of Tampa. I am a 

registered Professional Engineer in Florida with seventeen years experience 

in fossil power plant operation and design. I have been involved in financial 

and technical aspects of managing, evaluating and developing power 

generation assets. 

What is the purpose of your testimony? 

The purpose of my testimony is to support the Company’s request for 

recovery of costs for installation and operation of modular cooling towers at 

PEF’s Crystal River plant. Specifically, I will describe the modular cooling 

tower project, present cost estimates for the project, and describe how the 

Company will assess the effectiveness of the project. 

Are you sponsoring any exhibits with your testimony? 

Yes. I am sponsoring Exhibit No. - (TL-l), which is a chart that shows 

cooling water inlet temperatures for the summer months in 2003 through 

2005, and the associated de-rates that have been necessary to ensure 

compliance with the permit limit for the cooling water temperature discharged 

from PEF’s Crystal River plant during the same time period. I am also 

sponsoring Exhibit No. - (TL-2), which is the Florida Department of 
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Q. 

A. 

Environmental Protection (FDEP) industrial wastewater permit for the Cyrstal 

River Plant. Finally, I am sponsoring Exhibit No. - (TL-3), which is a chart 

that shows cooling water inlet temperatures and unit loads for the time period 

May 1, 2006 through July 31, 2006. It also includes the associated amount of 

de-rates that have been necessary to ensure compliance with the permit limit 

for the temperature of the cooling water discharged from PEF’s Crystal River 

plant during the same time period. 

Please describe the modular cooling tower project. 

The project involves the installation and operation of modular cooling towers 

in the summer months in order to minimize “de-rates” of Crystal River Units 1 

and 2 (CR-1 and CR-2) necessary to comply with the permit limit on the 

temperature of cooling water discharges from the Crystal River plant. The 

project involves installation and operation of modular cooling towers in the 

summer months (mid-May through mid-September) in order to reduce the 

discharge canal temperature. This will enable PEF to reduce the number and 

extent of de-rates and thereby reduce replacement fuel and purchase power 

costs. 

The specific type and capacity of modular units were selected based upon 

the results of a competitive bidding process. Based on physical limitations, 

environmental permitting considerations and projected temperature 

decreases, the Company has assumed a water flow capacity of 
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approximately 180,000 gallons per minute for purposes of analysis. At this 

capacity, the rental towers would reduce hourly de-rates attributable to the 

thermal permit limit by approximately 330 MW. 

Q. What is meant by the term “de-rate”? 

A “de-rate” is a temporary reduction in the output of a generating unit. 

Because CR-1 and CR-2 are base-load coal units, whenever those units are 

de-rated PEF must replace the lost generation by using more expensive oil or 

gas-fired units, or by purchasing higher-cost power on the open market. 

Q. Why have de-rates been necessary to comply with the thermal permit 

limit? 

At PEF’s Crystal River plant, water is removed from the Gulf of Mexico and 

used to condense turbine exhaust steam to water. The Crystal River 

generating units share a common discharge canal that sends the cooling 

water back into the Gulf of Mexico. The FDEP industrial wastewater permit 

for the Crystal River plant, which is provided as Exhibit No. - (TL-2) includes 

a limit on the temperature of cooling water discharges (Le., 96.P F 3-hour 

rolling average). This limit must always be met regardless of the temperature 

of the inlet waters from the Gulf of Mexico. 

A. 

The primary strategy for complying with the thermal permit limit is the 

operation of permanent cooling towers. Plant operation and maintenance 
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Q. 

A. 

Q. 

personnel strive to maintain a 100% availability of the towers during months 

of peak usage. Once the cooling capacity of the towers is reached, the only 

other immediate option to ensure compliance with the thermal permit limit is 

to de-rate CR-1, CR-2 or both. Recently, de-rates necessary to ensure permit 

compliance have increased due to weather conditions beyond PEF’s control 

that have increased the temperature of inlet waters for the CR-1 and CR-2 

cooling systems. As shown in Exhibit No. - (TL-2), inlet water temperatures 

and associated thermal de-rates were particularly severe in the summer of 

2005. 

In general, what are the economic effects of de-rates due to the 

temperature permit limit? 

As I previously noted, whenever the Crystal River units are de-rated, PEF 

must replace the lost generation by using more expensive oil or gas-fired 

units, or by purchasing higher-cost power on the open market. De-rates due 

to the thermal permit limit have occurred mostly during the hottest summer 

days during peak demand periods when fuel and purchase power costs are 

at a peak. In addition, if off system sales opportunities are available during 

the periods when CR-1 and/or CR-2 are de-rated, those opportunities and the 

associated customer benefits are lost. 

Has the Company explored the possibility of obtaining less stringent 

perm it conditions? 

5 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

A. Yes. Based on discussions with FDEP, however, the likelihood of obtaining 

less stringent permit conditions is negligible and would depend upon the 

results of lengthy and expensive scientific studies that may prove 

inconclusive. 

Q. Has PEF explored other alternatives to the modular cooling towers? 

A. Yes. The Company evaluated and compared several alternatives, including: 

(a) installation of new permanent helper cooling towers; (b) installation of 

additional cells to the existing cooling towers; (c) enhancement of existing 

cooling tower fan performance to reduce recirculation and interference; and 

(d) installation of additional dilution pumps to dilute the temperature of the 

water in the discharge canal. Based on the relative efficiencies and costs of 

the various options, however, PEF determined that the modular cooling tower 

solution would be most cost-effective. Moreover, use of modular towers will 

enable the Company to assess whether the thermal de-rate problem is a 

temporary or cyclical phenomenon before costs are unnecessarily expended 

on a permanent solution. Unlike permanent towers, the modular towers can 

be easily mobilized and used at other locations if they are no longer needed 

at Crystal River at some point in the future. 

Q. What is the status of the Modular Cooling Tower Project? 

A. The Modular Cooling Towers were placed in service in June 2006, after the 

submittal of PEF's petition for cost recovery. 
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Q. 

A. 

Q. 

A. 

How are you calculating the avoided summer de-rates? 

We are using a model that looks at the actual measured hot water 

temperature in the canal and actual measured cool water temperature from 

the permanent helper cooling towers to predict what the POD temperature 

would have been without the modular cooling towers. This is hourly data 

from the Plant Information system for May 1 through July 31. For hours 

where a de-rate would have been required, the model calculates the amount 

of de-rate that would have been necessary in order to achieve the targeted 

POD temperature. The logic for the de-rate is to begin with Unit 1 and 

continue de-rates until the target POD temperature is achieved or the unit is 

de-rated to minimum load (120 MW). If more de-rates are required, the 

model then de-rates Unit 2 until either the target is achieved or the unit is de- 

rated to minimum load (120 MW). 

Have the Modular Cooling Towers been effective at reducing the number 

of summer de-rates? 

Yes. The Modular Cooling Towers have successfully reduced the number of 

required de-rates for Crystal River Units 1 and 2. As illustrated in Exhibit No. 

- (TL-3), PEF only had to de-rate once for thermal permit issues through the 

end of July 2006. The modular cooling towers are estimated to have reduced 

necessary de-rates by 23,955 MWhs. 
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Q. Can you quantify any 2006 fuel cost and net fuel cost savings 

attributable to this project? 

The 2006 net fuel savings attributable to this project were calculated by using 

an industry standard unit commitment dispatch model. For each event where 

de-rates were avoided, two separate cases were modeled: one case with 

actual generation of CR-1 and CR-2, and another case with generation of 

CR-1 and/or CR-2 reduced to the extent of calculated avoided de-rates. The 

fuel cost differences between the cases were then calculated to arrive at the 

gross benefit of reduced fuel costs associated with avoided de-rates as a 

result of the modular cooling towers. Using this methodology, the calculation 

of gross benefits from avoided de-rates yields a total of $4,033,020. The 

value of additional auxiliary loads to power the modular cooling towers is 

$289,057. The net of the two numbers yields net savings of $3,743,963. 

A. 

Q. What are the projected costs of the temporary cooling tower project? 

A. PEF incurred approximately $516,000 capital costs and $4.6 million in O&M 

costs for the project during 2006. The one-time capital expenses included 

installation of the modular cooling towers and ancillary equipment, such as 

power transformers, switchgear, and cable. In future years, PEF estimates 

project costs of approximately $3 million to $4 million annually. The annual 

expenditures are expected to include O&M expenses for unit mobilization and 

setup, rental fees, de-mobilization, and fill replacement. 
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Q. 

A. 

Q. 

A. 

What steps is PEF taking to ensure that the costs of the modular 

temporary cooling tower project are reasonable and prudent? 

PEF conducted a competitive bidding process to ensure that costs were 

reasonable and prudent. As part of the bid evaluation process, PEF analyzed 

traditional leasing and lease-to-own options submitted by various bidders. 

After reviewing various proposals, PEF elected to go with a 5 year contract 

with Aggreko, LLC containing provisions allowing PEF to purchase the towers 

if it is determined that they are the appropriate long-term solution, or cancel 

the contract if it is determined this is not a long-term issue or that there is a 

better long-term solution based on further analysis. At this time PEF believes 

it is still premature to make a final determination as to the correct long-term 

solution. 

Does this conclude your testimony? 

Yes, it does. 
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Docket No. 060162-E1 

9 I. Introduction 

10 Q: PLEASE STATE YOUR NAME. 

11 A: My name is Thomas A. Hewson Jr. 

12 

13 Q: ON WHOSE BEHALF ARE YOU SUBMITTING TESTIMONY? 

14 A: 

15 

I am testifying on behalf of the Citizens of the State Florida as represented by 

Florida’s Office of Public Counsel (OPC). 

16 

17 Q: HOW ARE YOU CURRENTLY EMPLOYED? 

18 A: Since 1981, I have been a principal at Energy Ventures Analysis, Inc (EVA), an 

19 energy consulting firm located at 1901 North Moore Street in Arlington, Virginia. 

20 Between 1976-1981, I had been employed as a project manager at Energy and 

21 Environmental Analysis Inc in Arlington, Virginia. 

22 



1 Q: WHAT ARE YOUR QUALIFICATIONS FOR PROVIDING YOUR 

2 TESTIMONY? 

3 A: For 30 years, I have provided numerous reports and provided testimony on the 

4 

5 

effects of environmental requirements on the electric utility industry operations 

for the electric utility industry, fuel suppliers, fuel transporters, electric utility 

6 

7 

8 

9 

commissions and industrial trade groups. I have a Bachelor of Science in 

Engineering degree in Civil Engineering from Princeton University (1 976). My 

resume is attached as Exhibit - (TAH-1). 

10 Q: HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE FLORIDA 

11 PUBLIC SERVICE COMMISSION? 

12 A: Yes, I have. I testified previously on behalf of the Office of Public Counsel for an 

13 

14 

15 

16 Q: HAVE YOU PREVIOUSLY TESTIFIED AS AN ENVIRONMENTAL 

17 

Environmental Cost Recovery Clause request by Tampa Electric Company as part 

of Commission Docket No: 050958-EI. 

EXPERT BEFORE OTHER REGULATORY BODIES? 

18 A: Yes, I have. I have testified as an environmental expert in the energy industry in 

19 proceedings before numerous other regulatory bodies in California, Delaware, 

20 Georgia, Maine, Maryland, Massachusetts, Minnesota, Pennsylvania, South 

21 Dakota, Vermont, and Virginia. I have also testified in legislative proceedings in 

22 Idaho, Massachusetts, New Hampshire and Wisconsin as well as the US 

23 Congress. I have also testified in legal judicial proceedings in West Virginia. 
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18 Q: 

19 

20 
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PLEASE DESCRIBE THE ASSIGNMENT YOU WERE GIVEN BY THE 

OFFICE OF PUBLIC COUNCIL. 

EVA was asked to review the Progress Energy Florida (PEF) request for cost 

recovery of installation and operation of modular cooling towers at the Crystal 

River plant. Specifically, EVA was asked if these costs qualify for cost recovery 

under the Environmental Cost Recovery Clause (ECRC) or the Fuel Clause. 

Summarv 

PLEASE SUMMARIZE YOUR FINDINGS. 

While the modular cooling tower project may be an appropriate response to 

reduce unit derates at Crystal River station during the summer months, the project 

is not be eligible for cost recovery under either the environmental cost recovery 

clause (ECRC) or the fuel clause. PEF should recover its costs for this project 

through base rates. 

Environmental Cost Recoverv Clause Eligibilitv 

CAN YOU SUMMARIZE BRIEFLY THE ELIGIBILITY CFUTERIA FOR 

COST RECOVERY UNDER THE ECRC? 

A: Section 366.8255 of the Florida Statutes directs the Florida Public Service 

Commission to permit the recovery of certain qualifying environmental 

compliance costs incurred by electric utilities through the Environmental 

Cost Recovery Clause. The Commission defined the eligibility criteria for 
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15 A: 

16 
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20 Q: 

ECRC cost recovery projects in its Order No. PSC-9400044-FOF-EI. To 

qualify, an environmental project must demonstrate the following: 

1. Such costs were prudently incurred after April 13, 1993; 

2. The activity is legally required to comply with a government imposed 

environmental regulation that was enacted or became effective, or whose 

effect was triggered after the company’s last test year upon which rates are 

based; and 

3. Such costs are not recovered through some other cost recovery mechanism 

or through base rates. 

BASED UPON YOUR INVESTIGATION, DO YOU BELIEVE THAT THE 

CRYSTAL RIVER STATION’S MODULAR COOLING TOWER 

PROJECT MEETS THESE ELIGIBILITY CRITERIA FOR COST 

RECOVERY THROUGH THE ECRC ? 

No, it does not qualify. The modular cooling tower project does not satisfy the 

second criterion in the order that the activity be triggered by a legally required 

governmentally imposed regulation that was enacted or became effective after the 

company’s last test year upon which rates are based. 

THE MODULAR COOLING TOWER PROJECT IS BEING USED TO 

21 MEET WHICH GOVERNMENTAL REQUIREMENT? 

22 A: 

23 

The modular cooling tower is being used to help comply with the Crystal River 

station water discharge’s maximum allowable temperature limitation of 96.5 

4 



1 degrees. This limitation is required under Section I.A.l of the station’s National 

2 Pollution Discharge Elimination System (NPDES) permit #FL0000159. 

3 

4 This NPDES permit limitation is not a new requirement, having been in place 

5 since 1988. This 1988 effective date predates Progress Energy Florida’s last test 

6 year upon which its rates are based (2006). Therefore, this project does not meet 

7 the Commission’s 2nd ECRC qualification criteria of: 

8 “a government imposed environmental regulation that was enacted or 

9 became effective, or whose effect was triggered apev the company’s last 

10 test year upon which rates are based ’’ 

11 

12 Q: PROGRESS ENERGY ARGUES THAT THE PROJECT QUALIFIES 

13 UNDER THE ECRC BECAUSE THE EFFECT OF THE WARMER 

14 INTAKE WATER TRIGGERED THE NEED FOR ADDITIONAL 

15 COOLING WATER CAPACITY THAT WAS NECESSARY TO COMPLY 

16 WITH THE MAXIMUM TEMPERATURE LIMIT WITHOUT 

17 DERATING THE UNITS OUTPUT. DO YOU BELIEVE THAT THE 

18 WARMER INTAKE WATER IS A “TRIGGERING EVENT” AS 

19 DEFINED UNDER THE COMMISSION’S 2”D ECRC QUALIFICATION 

20 CRITERION? 

21 A: No, Idonot. 

22 
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23 

Florida Progress broad interpretation would suggest that any changes in station 

operating conditions (e.g. intake water temperature) that require any new 

measures to comply with existing environmental limitations should qualify under 

the ECRC. Under this line of reasoning, any future changes in fuel market 

conditions that would trigger different environmental compliance measures (e.g. 

FGD scrubbers become cost-effective with rapid low sulfur coal price escalations) 

should also qualify for ECRC treatment. 

Such an interpretation goes far beyond the Commission’s language that was very 

explicit. The “triggering event” clearly refers only to changes in governmental 

regulation requirements, not operating conditions. This language was likely 

adopted in response to environmental requirements that can be phased in over a 

several year period. Recent examples would include the Clean Air Interstate Rule 

(Phase I- 2009 (for NOx)/2010 (for S02), Phase 11- 2015) and Clean Air Mercury 

Rule (Phase I- 2010, Phase 11-2018). Therefore, projects in response to the 

scheduled phasing in of fiture tighter governmental limitations under an existing 

rule may qualify for ECRC treatment, while changes in operating conditions to 

meet existing limitations do not qualify. 

Since the NPDES temperature limitation has been in place since 1988, it is clearly 

an existing limitation that has not been changed. The wanner intake water 

temperature is not a change in a governmental requirement but a change in 

operating conditions that may require PEF to adopt new measures. 
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Fuel Clause Elirribilitv 

PEF ALSO ATTEMPTS TO JUSTIFY RECOVERING THE PROJECT 

COSTS ASSOCIATED WITH THE MODULAR COOLING TOWER 

PROJECT THROUGH THE FUEL COST RECOVERY PROCEEDING. 

DO YOU HAVE ANY COMMENTS? 

Yes. It is my understanding that the Commission in its Order #14546 indicated 

the fuel clause was limited to only fossil fuel-related costs. This order identified 

ten different categories that would be considered as eligible costs recoverable 

through the fuel clause. I do not consider the modular cooling tower project 

qualifies under any of the ten “fossil-fuel related” categories and therefore this 

project should not be eligible for cost recovery under the fuel clause. 

WHY DO YOU CONSIDER THE MODULAR COOLING TOWER 

PROJECT COSTS NOT TO BE “FOSSIL FUEL RELATED”? 

The modular cooling tower project was designed specifically to reduce unit 

derates on Crystal River Units #1-2 that were triggered in order to maintain 

compliance with the maximum temperature limitation for the cooling water canal 

discharge. This proiect will not have any direct effect on the Crystal River units’ 

delivered coal prices. Like many operation and maintenance projects, it is 

specifically designed to improve station performance, not lower fuel prices. As 

such, it would be more appropriate for project costs to be recovered through base 

rates. 
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1 Q: PROGRESS ENERGY ARGUES THAT THE MODULAR COOLING 

2 PROJECT MEETS THE COMMISSION CATEGORY 10 ELIGIBILITY 

3 REQUIREMENT FOR FUEL CLAUSE RECOVERY SINCE THE 

4 PROJECT WILL REDUCE SYSTEM COSTS BY REDUCING POWER 

5 PURCHASE COSTS AND/OR HIGHER PEF UNIT COSTS DURING 

6 COOLING WATER DERATING EVENTS. DO YOU AGREE? 

7 

8 A: 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

No, I do not. Under Commission Order #14546, the category 10 qualification 

criterion was for: 

“I 0. Fossil fuel related costs normally recovered through base rates but 

were not recognized or anticipated in the cost levels used to determine 

current base rates and which, if expended, would result in fuel savings to 

customers. Recovery of such costs should be made on a case by case basis 

after Commission approval. ” 

First, as discussed earlier, the modular cooling water project will have no direct 

effect on the Crystal River station’s delivered fossil fuel prices. 

Second, Progress Energy’s argument that it will provide ratepayers savings 

through improved station performance (from lowering forced derating events) and 

avoiding higher cost power sources is not sufficient to qualify for fuel clause 

treatment. These more indirect fuel savings are clearly outside the Commission’s 

8 
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10 Q: 

11 A: 

intent for inclusion in a he1 clause. If the Commission applied this test for fuel 

clause treatment, most operation and maintenance projects would qualify for 

similar fuel clause treatment since they are designed to improve unit performance 

and availability and thereby minimize the dependence on higher cost power 

sources. 

The intent of the fuel clause is limited to fuel-related changes not performance 

related changes. 

DOES THAT COMPLETE YOUR TESTIMONY? 

Yes it does. 
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DIRECT TESTIMONY 

OF 

PATRICIA W. MERCHANT, CPA 

On Behalf of the Office of Public Counsel 

Before the 

Florida Public Service Commission 

Docket No. 060162-E1 

Introduction 

Q. 

A. 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

My name is Patricia W. Merchant. My business address is Room 812, 11 1 

West Madison Street, Tallahassee Florida, 32399- 1400. 

Q. BY WHOM ARE YOU EMPLOYED AND WHAT IS YOUR 

POSITION? 

I am a Certified Public Accountant licensed in the State of Florida and 

employed as a Senior Legislative Analyst with the Office of Public Counsel 

(OPC). I began my employment with OPC in March, 2005. 

A. 

Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND 

PROFESSIONAL EXPERIENCE. 

In 1981, I received a Bachelor of Science degree with a major in accounting 

from Florida State University. In that same year, I was employed by the 

Florida Public Service Commission (PSC) as an auditor in the Division of 

Auditing and Financial Analysis. In 1983, I joined the PSC’s Division of 

A. 
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Water and Sewer as an analyst in the Bureau of Accounting. From May, 1989 

to February, 2005 I was a regulatory supervisor in the Division of Water and 

Wastewater which evolved into the Division of Economic Regulation. 

HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE FLORIDA 

PUBLIC SERVICE COMMISSION? 

Yes, I have testified numerous times before the PSC. I have also testified 

before the Division of Administrative Hearings as an expert witness. 

ARE YOU SPONSORING AN EXHIBIT IN THIS CASE? 

Yes. 

testimony: 

I am sponsoring the following exhibits, which are attached to my 

Exhibit PWM- 1 is a summary of my regulatory experience and qualifications. 

Exhibit PWM-2 is an analysis of the impact that absorbing the 2006 modular 

cooling tower estimated capital and operating costs would have on PEF’s 

earned return on equity for 2006. 

WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

The purpose of my testimony is to discuss the proper regulatory treatment of 

modular cooling tower costs that PEF seeks to recover either through the 

Environmental Cost Recovery Clause (“ECRC”) or the Fuel and Purchased 

Power Cost Recovery Clause (“fuel clause”). 
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HAVE YOU REVIEWED PEF’s PETITION FOR APPROVAL OF THE 

COSTS ASSOCIATED WITH THE MODULAR COOLING TOWERS 

IN THIS DOCKET? 

Yes. PEF’s original petition was filed on February 24, 2006 and was styled 

as a request for recovery of the modular cooling towers through the fuel 

clause. On page two of its original petition, PEF stated that the costs of the 

modular cooling tower project are unanticipated and will result in significant 

savings to its ratepayers, and asserted the costs qualify for recovery through 

the fuel clause pursuant to Order No. 14546. PEF subsequently revised its 

filing and requested authority to collect the costs through the ECRC. In its 

amended petition, PEF stated that this change was based on consultations with 

Commission staff. 

HOW DOES YOUR TESTIMONY RELATE TO THAT OF TOM 

HEWSON, WHO ALSO IS TESTIFYING FOR THE CITIZENS? 

Citizen’s witness Hewson addresses whether the costs for specific requested 

projects are required by new environmental law, regulation or mandate and 

are thus eligible for inclusion in the ECRC, or altematively are appropriate to 

be recovered through the fuel clause. He and I both apply the results of his 

analysis to the criteria for eligibility for recovery through either of the two 

cost recovery clauses. In support of the result we seek, I will also testify 

regarding ratemaking theory and the proper roles of base rates and cost 

recovery clauses in designing fair and reasonable rates. 

2 4  
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ARE YOU TAKING ISSUE WITH THE PRUDENCE OF THIS 

PROJECT? 

No. The company should take all reasonable efforts to make sure that it 

complies with all environmental regulations and that the costs that it incurs are 

the most economical and prudent decisions based on the circumstances that 

occur in maintaining and operating its plants. We have not investigated or 

challenged the prudence of these costs. However, a cost may be prudent and 

not be appropriate for recovery through a cost recovery clause. We take issue 

with PEF’s proposal to collect the costs through a cost recovery clause rather 

than through base rates. 

WHAT ARE THE TWO MAIN TYPES OF RATE RECOVERY 

MECHANISMS AVAILABLE TO ELECTRIC UTILITIES? 

The principal rate recovery mechanisms available for regulated electric 

utilities are base rates and special cost recovery clauses. Each recovery 

method has its defined role, and they are designed to work together to ensure 

that rates paid by customers are fair, just, reasonable and not unduly 

discriminatory. 

PLEASE DESCRIBE THE BASE RATE RECOVERY MECHANISM. 

Base rates are designed to allow the utility the opportunity to recover its 

prudent operating costs and a reasonable rate of return on its investment in 

utility plant. In a base rate case, a test year is used to examine the levels of 

plant investment and operating costs that represent the levels that will be 

incurred when the rates go into effect. Adjustments are made to remove any 

5 



1 

2 

3 

4 

5 

6 

8 

9 

10 A. 

11 

12 

13 

14 

15 

16 

17 Q. 

18 

19 A. 

20 

21 

22 

2 3  

24 

2 5  

, JOCiO5Z 

unreasonable amounts and to normalize nonrecurring or extraordinary 

amounts in the test year. By analyzing the data included in the utility’s rate 

request, the Commission determines the total amount of revenues the utility 

should be allowed to collect and then designs rates that will generate that 

revenue figure. 

HOW DOES THE COMMISSION ALLOW THE UTILITY THE 

OPPORTUNITY TO RECOVER A REASONABLE U T E  OF 

RETURN ON ITS INVESTMENT? 

In setting rates, the Commission determines the overall rate of return on the 

utility’s investment in its utility plant. This overall cost of capital is based on 

the weighted average cost of debt, equity and other sources of capital. The 

cost of debt and other sources of capital are determined based on stated cost 

rates, and the cost of equity is based on the level of profit and business risk for 

which utility shareholders should be compensated. 

HOW DOES REGULATORY THEORY ADDRESS THE SUBJECT OF 

DESIGNING RATES TO BE SUFFICIENT FOR FUTURE PERIODS? 

Ratemaking principles recognize that after rates are set, the future 

relationships between costs and revenues will change from those levels used 

in setting the rates. The level of a particular cost may increase, decrease, or 

the cost may go away altogether. Costs that were non-existent during the test 

period may arise after the rates take effect. Projected revenue levels will also 

vary based on customer growth, changes in consumption, or a combination of 

both. An increase in a particular expense level does not automatically cause a 
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utility to earn less than its fair rate of return on its investment or to not recover 

the expense. In order to determine whether an increase in a single cost is 

affecting a utility adversely, it is necessary to consider the overall relationship 

of total revenues and total costs. 

HOW DOES ONE GAUGE WHETHER A UTILITY IS RECOVERING 

ALL OF ITS OPERATING COSTS AT A GIVEN POINT IN TIME? 

If the utility’s revenues exceed its expenses, including debt costs, then it has 

recovered all of its operating costs from customers. 

HOW DOES ONE GAUGE WHETHER THE RETURN ON 

INVESTMENT IS REASONABLE AT A GIVEN POINT IN TIME? 

The Commission sets rates using the mid-point of the authorized rate of return 

on equity (ROE) and then establishes a range for the ROE. If the utility e m s  

within the range, generally set at 100 basis points on either side of the mid- 

point, then the utility is earning a fair return on its investment and is 

recovering its prudent operating costs. If the utility is eaming above or below 

the range on its ROE, then it is over- or under-earning, respectively. 

PLEASE DESCRIBE THE VARIOUS COST RECOVERY CLAUSES 

AVAILABLE TO ELECTRIC COMPANIES. 

The cost recovery clauses available to electric companies are the fuel clause, 

the ECRC, and the Energy Conservation Cost Recovery Clause (“ECCR’)). 

Whereas, base rates are designed to generate revenues that reflect a variety of 

costs, the cost recovery clauses focus on specific costs and design a rate 
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element or rate factor to track changes in those costs. The clauses enable 

companies to recover specific costs on a current basis outside of base rate 

considerations. Clauses provide dollar for dollar rate recovery of the specific 

eligible costs identified for inclusion through the true-up process as long as 

those costs are deemed to be prudently incurred. They are a departure from 

the traditional base rate mechanism, under which the rates are designed to 

provide the utility an opportunity, not a guarantee, to recover its prudent costs 

and to earn a fair return. Base rte revenues and base rate earnings may 

increase or decrease as relationships change. There is no “true-up” provision. 

The fuel clause provides recovery to the utility for the day to day fluctuations 

in the cost of fuel and other volatile fuel-related costs that cannot be timely 

tracked and recovered in base rates. In the case of environmental costs, 

Section 366.8255, Florida Statutes, mandates the use of a cost recovery clause 

for qualifying expenditures. Pursuant to Section 366.82, Florida Statutes, the 

conservation clause allows utilities to recover costs to implement cost- 

effective demand side conservation programs. All of the cost recovery factors 

are reestablished annually and include projections for the prospective year. 

The factors also include a true-up of the current year projections based on 

actual and prudent expenses incurred, with over or under recoveries included 

in the next year’s factor. 

WHY IS IT IMPORTANT TO LIMIT THE COSTS THAT ARE 

COLLECTED THROUGH A COST RECOVERY CLAUSE TO THOSE 

THAT ARE ELIGIBLE? 
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The reason is simple. If a cost does not legitimately meet the definition of 

costs that qualify for a recovery clause, it should be bome through base rates. 

To allow the cost to instead flow through the clause will result in an 

unwarranted increase in overall charges bome by customers. This 

unwarranted increase in revenues directly benefits shareholders, to the 

detriment of ratepayers. 

CAN YOU GIVE AN EXAMPLE TO MAKE THIS POINT? 

Yes. Assume a utility has a rate base (a utility’s net investment in utility plant) 

of $1 billion, a Commission-authorized fair rate of return with a range of 9% 

to 1 1 %, and net income of $100 million. Assume that the Commission must 

consider the following: a) allow the utility to collect an additional $1 million 

expense normally recovered in base rates through the fuel clause or b) require 

the utility to absorb the expense in earnings achieved from base rates. 

Assume the achieved rate of return before the additional expense will be lo%, 

which is in the middle of the authorized range. 

If the utility is allowed to collect the additional expense through the fuel 

clause, base rates will not change; but the customers will pay additional fuel 

revenues of $1 million. However, if the Commission denies the request to 

recover the expense through the clause, the utility will recover the expense 

through revenues generated by base rates. In this later scenario, the 

customers’ overall bill will not go up -both fuel revenues and base rate 

revenues will be unchanged. The income for the period becomes $99 million 

instead of $100 million and the return falls from 10% to 9.9%. The retum is 
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still well within the range of the return that the Commission established as fair 

and reasonable. 

Because special cost recovery clause treatment enables the utility to avoid 

absorbing the expense through base rate earnings, the utility has a powerful 

financial incentive to steer as many costs as possible through recovery clauses. 

For this reason, the Commission should be ever vigilant for claims that new or 

unusual costs belong in a cost recovery clause as opposed to being absorbed in 

base rates. 

HAS THE COMMISSION ADDRESSED THE APPROPFUATE WAY 

TO DETERMINE WHAT TYPES OF COSTS ARE ALLOWED TO BE 

RECOVERED THROUGH THE ECRC? 

Yes. By Order No. PSC-94-0O44-FOF-EI1, the Commission outlined the most 

appropriate way to implement the intent of the ECRC statute as follows: 

Upon petition, we shall allow the recovery of costs associated 

with an environmental compliance activity through the 

environmental cost recovery factor if 

1. 

2. the activity is legally required to comply with a 

govemmentally imposed environmental regulation enacted, 

such costs were prudently incurred after April 13, 1993; 

~~ 

Order No. PSC-94-0044-FOF-E1, issued January 12,1994, in Docket No. 930613-EI, In re: Petition 
to establish an environmental cost recovery clause pursuant to Section 366.0825, Florida Statutes, by 
Gulf Power Company. 
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became effective, or whose effect was triggered after the 

company’s last test year upon which rates are based; and, 

3. 

recovery mechanism or through base rates. 

In addition, we shall consider that all costs associated with 

activities included in the test year of the utility’s last rate case are 

being recovered in base rates unless there have been new legal 

environmental requirements which change the scope of 

previously approved activities and caused costs to change from 

the level included in the test year. If new legal requirements 

cause an increase, or decrease, in costs from the level included in 

the test year of the utility’s last rate case, the amount recovered 

through base rates should be the determined to be the amount 

included in the test year. (Order at page 6-7.) 

such costs are not recovered through some other cost 

WHAT DOES CITIZEN’S WITNESS HEWSON SAY REGARDING 

THE MODULAR COOLING TOWER PROJECT AND WHETHER 

THOSE COSTS QUALIFY FOR RECOVERY UNDER THE ECRC? 

Mr. Hewson concludes that the cooling towers are intended to help PEF 

comply with a requirement that predated the passage of the statute and the 

company’s last rate case. Further, the effect of the requirement was not 

“triggered” after PEF’s last rate case. 

WHAT IS THE IMPORT OF THE RESULTS OF MR. HEWSON’S 

ANALYSIS? 
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The cost does not satisfy any of the commission’s eligibility criteria. They do 

not belong in the ECRC. 

PEF WITNESS PORTUONDO TESTIFIES THAT THE MODULAR 

COOLING COSTS WERE NOT RECOVERED THROUGH BASE 

RATES ESTABLISHED IN DOCKET NO. 050078-E1 BECAUSE THE 

PROJECT WAS NOT ANTICIPATED AT THAT TIME. DO YOU 

AGREE WITH THIS STATEMENT? 

I disagree with the premise that only if a cost was reflected as a specific line 

item in the last test year is it being recovered through base rates. As I testified 

earlier, because base rates are designed and intended to recover all changing 

base rate-related costs of whatever description, as long as the utility’s base 

rate revenues exceed its expenses including debt, then it is recovering all of 

those expenses. 

DOES WITNESS PORTUONDO’S EXHIBITS JP-1 and JP-2 SHOW 

THAT THE MODULAR COOLING TOWER COSTS WERE NOT 

INCLUDED AS HE HAS TESTIFIED? 

No. On page 6, he states that one can gleam from MFR Schedule C-6, entitled 

“Budgeted Versus Actual Operating Revenue and Expenses” from the last rate 

case docket that the modular cooling tower costs were not included. In 

loolung at page 2 in Exhibit JP-I, all one can see is a comparison of amounts 

budgeted compared to actual by account title for the years 2000 to 2006. The 

same is true with regard to Exhibit JP-2, which reflects the monthly plant 

balances for the 2006 test year. This MFR schedule shows only total plant 
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balances and does not reflect any itemization of projects or a description of 

any plant additions. Without looking at the supporting detail behind either of 

these schedules, which is not part of the MFRs, one cannot tell what costs or 

activities are included in the MFRs. Based on these two exhibits, I do not 

believe that PEF has demonstrated that it did not estimate costs of compliance 

with its permit related to temperature of cooling water discharged from the 

Crystal River plant for base rate purposes. 

WHAT OTHER POINTS DO YOU HAVE REGARDING MFR 

PROJECTION LEVELS? 

Basic ratemaking theory recognizes that it is impossible to project exactly 

what levels will be incurred after the rate case has concluded. This is precisely 

the basis for allowing utility companies to eam within a range of 

reasonableness on its rate of retum on equity. Just because an item is not 

specifically spelled out in the company’s last MFRs certainly does not mean 

that it cannot recover the costs and earn a fair return on its investment through 

base rates. That is the nature of the rate setting process and the company is 

adequately compensated for this risk through the rate of retum on equity 

approved. 

PLEASE ADDRESS THE TYPES OF COSTS THE COMMISSION 

ALLOWS UTILITIES TO RECOVER THROUGH THE FUEL 

CLAUSE. 

Order No. 14546, from the 1985 fuel clause docket, addresses the cost 

recovery method for fuel-related expenses. Prudently incurred fossil fuel- 

13 
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related expenses subject to volatile changes are recovered through the fuel 

clause. Specifically, the order reflects those incurred prior to the delivery of 

fuel to the utility's dedicated storage facilities. The order states that all other 

fossil fuel-related costs should be recovered through base rates. The 

Commission said other fossil fuel-related costs normally recovered through 

base rates could be considered in the fuel clause to the extent that that those 

costs resulted in fuel savings to the customers, but required a case-by-case 

consideration of requests for approval. 

DO YOU BELIEVE THAT THE MODULAR COOLING TOWER 

COSTS ARE APPROPRIATE TO BE RECOVERED THROUGH THE 

FUEL CLAUSE? 

No. The modular cooling tower costs do not qualify for recovery through the 

fuel clause. Witness Portuondo, on page 10 of his revised direct testimony 

testifies that the costs should be recovered through either the ECRC or the fuel 

clause. On page 7 ,  he states that Order No. 14546 established the guidelines 

for fuel cost recovery. He quotes paragraph 10 of that order which states: 

Fossil fuel-related costs normally recovered through base rates 

but which were not recognized or anticipated in the cost levels 

used to determine current base rates and which, if expended, 

will result in fuel savings to customers. Recovery of such costs 

should be made on a case by case basis after commission 

approval. 

25 
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WHY SHOULD THE COMMISSION REFUSE TO ALLOW PEF TO 

COLLECT THESE COSTS THROUGH THE FUEL CLAUSE? 

First, the modular cooling tower costs are not fossil-fuel related. These costs 

are well-removed from the portion of the plant where fuel consumption enters 

into the process, as OPC witness Hewson observes. These costs were incurred 

to maintain compliance with the plant permits regarding water temperature 

requirements that have been in effect since 1988. 

Secondly, Paragraph 10 in the order was meant to encourage utilities to spend 

money that they might not otherwise choose to spend to save fuel costs. The 

example given on page 3 of the order was to allow fuel recovery of the cost of 

an unanticipated short-term lease of a terminal to allow a utility to receive a 

shipment of low cost oil. We do not acquiesce to the view that it is 

appropriate for a utility to for go expenditures that would lower fuel costs just 

because the expenditure would temporarily affect base rate eamings. 

However, as Mr. Hewson develops in his testimony, complying with permit 

terms so as to avoid having to curtail operations is a fundamental operational 

need and is not an example of the fuel-related type of expenditure the 

Commission had in mind. 

Further, if you accept PEF’s fuel savings argument, then by extension all costs 

incurred in planned or unplanned outages of any lower-fuel cost plant would 

qualify for the fuel clause. These types of costs are properly considercd 

operation and/or maintenance costs and they belong in base rates. This is true 

even though the exact type of project may not have been anticipated when the 
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last base rate test year projections were made. The bottom line is that costs 

avoided from planned outages, de-rates or unplanned outages are operation 

andor maintenance costs, not fuel costs, and properly belong in base rates. 

Further, it is only reasonable and prudent for the utility to operate their plants 

to avoid increased fuel costs. 

Q. 

A. 

ARE THE MODULAR COOLING TOWER COSTS VOLATILE? 

No. These costs are essentially compliance costs that do not meet the standard 

for recovery through the ERCR or the fuel clause and are not “volatile fuel 

costs” and therefore should be recovered through base rates. 

Q. WOULD THE REFUSAL TO ALLOW CLAUSE RECOVERY THAT 

YOU RECOMMEND TREAT PEP HARSHLY? 

No. Rather, PEF is seeking extraordinary treatment of amounts that are 

ineligible for clause treatment and in any event have no material bearing on its 

earnings. Based on information contained in the most recent surveillance 

report as of December 3 1, 20062, and information I took from PEF’s 2006 

ECRC exhibits3, I calculated that absorbing the modular cooling tower costs 

in base rate eamings would cause PEF’s retum on equity to fall by just 

A. 

9/100ths of 1% during the first, highest-cost year. (Exhibit PWM-2). 

The impact on subsequent years would be less. 

Q. DO YOU BELIEVE THAT PEP’S BASE RATES ARE SUFFICIENT 

PEF December 3 1,2006, Surveillance Report filed with Commission staff dated February 14,2007. 
Direct testimony exhibit of J. Portuondo in the ECRC Docket No. 060007-EI, filed with the 

Commission on August 4,2006. 
16 
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TO ABSORB THE COSTS OF THE MODULAR COOLING TOWERS? 

Yes. Based on my analysis PEF could include all of the 2006 costs for the 

cooling towers in base rates and fully recover its operating costs and earn a 

fair rate of return on its investment. In short, PEF can and will recover these 

costs in base rates. On the other hand, if these costs are recovered through 

either the ECRC or the fuel clause, the ratepayers will receive an unwarranted, 

back-door rate increase. 

WOULD YOUR VIEW OF THE PROPER FUNCTIONS OF BASE 

RATES AND COST RECOVERY CLAUSES CHANGE IF THE 

UTILITY WAS EARNING LESS THAN A FAIR RATE OF RETURN 

AT THE TIME IT INCURS THE COST FOR WHICH IT SEEKS 

RECOVERY THROUGH A CLAUSE? 

No. If, hypothetically, the utility is earning less than the bottom of the range 

of its authorized rate of return, then its appropriate recourse is -- not abuse a 

clause -- to avail itself of the opportunity afforded it by statute to seek an 

adjustment in base rates. If it does so, then customers and the Commission 

will have an opportunity to assess the company’s condition on an overall 

basis. Ultimately, the responsibility belongs solely with the utility’s 

management to consider the need to seek base rate relief. 

DO YOU BELIEVE INCLUDING THE MODULAR COOLING 

TOWER COSTS IN THE FUEL CLAUSE WOULD VIOLATE THE 

2005 RATE CASE SETTLEMENT APPROVED BY THE 

COMMISSION IN DOCKET NO. 050078-EI. 

17 



1 A. 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 Q. 

2 2  

2 3  

ilo ir 0 ti 4 
Yes, I believe that it would. I believe that these costs are normal capital and 

operating costs that are traditionally and historically included in base rates. 

The 2005 rate case settlement order4 stated the following: 

. . . During the term of this Stipulation and Settlement, except as 

otherwise provided for in this Agreement, or except for 

unforeseen extraordinary costs imposed by govemment 

agencies relating to safety or matters of national security, PEF 

will not petition for any new surcharges . . . to recover costs that 

are of a type that traditionally and historically would be, or are 

presently, recovered through base rates. (Paragraph 4) 

Thus it is clear to me that including these unanticipated but normal operating 

costs in the ERCR or fuel clause would violate the terms of PEF’s rate case 

settlement. Even in his direct testimony, Witness Portuondo uses the 

language from Order No. 14546, paragraph 10, to support that these costs are 

normal base rate type costs. He relies on the language that states: “Fossil-fuel 

related costs normallv recovered through base rates.. .”, see Page 7, lines 18- 

19 (Emphasis added). 

WHAT ACTION DO YOU BELIEVE THAT THE COMMISSION 

SHOULD TAKE REGARDING THE MODULAR COOLING TOWER 

COSTS? 

In re: Petition for rate increase by Progress Energy Florida, Inc., in Docket No. 050078-E1, Order No. 

18 

4 

PSC-05-0945-S-E1, issued September 28,2005. 
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1 A. 

2 

3 

4 

5 Q. DOES THIS COMPLETE YOUR TESTIMONY? 

6 A. Yes, it does. 

These costs belong in base rates. PEF should be refund all amounts collected 

through the ECRC in 2006 and 2007 estimates, with interest. The refund 

should be implemented as a part of the 2007 true-up proceeding. 

19 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET No. 0601 62-El 

In re: Petition of Progress Energy Florida, Inc. 

to recover modular cooling tower costs. 

REVISED REBUlTAL TESTIMONY OF 
JAVIER PORTUONDO 

April 4, 2007 

Please state your name and business address. 

My name is Javier J. Portuondo. My business address is Post Office Box 

1551, Raleigh, North Carolina 27601. 

By whom are you employed and in what capacity? 

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

Regulatory Planning. 

Have you previously submitted testimony in this docket? 

Yes. I provided regulatory support for the Progress Energy’s request for 

recovery of the costs of the modular cooling tower project. 

Have any of your responsibilities or duties changed since you last 

submitted testimony in this docket. 

No. 

PROGRESS ENERGY FLORIDA 
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Q. 

A. 

Q. 

A. 

What is the purpose of your rebuttal testimony? 

The purpose of my rebuttal testimony is to respond to several assertions 

made by witnesses Patricia Merchant and Thomas Hewson on behalf of the 

Office of Public Counsel (OPC). In particular, I will respond to the following 

issues raised by Ms. Merchant and Mr. Hewson: 

Whether the Modular Cooling Tower Project meets the second criterion 

for recovery under the Environmental Cost Recovery Clause (ECRC) 

(Le., whether the effect of the environmental requirement that led to the 

project was triggered after the company's last test year upon which rates 

are based); 

Whether the Modular Cooling Tower Project meets the third criterion for 

ECRC recovery (Le., whether the costs for the project are recovered in 

Progress Energy Florida's (PEF's) base rates); and 

Whether the Modular Cooling Tower Project meets the criteria for 

recovery under the Fuel and Purchase Power Recovery Clause (Fuel 

Clause) under Commission Order No. 14546. 

Are you sponsoring any Exhibits with your rebuttal testimony? 

Yes. I am sponsoring Exhibit No. - (JP-3), which is a copy of Rule 62-761, 

Florida Administrative Code, effective July 13, 1998, which was submitted on 

behalf of PEF in support of its request for ECRC recovery of the costs of 

PEF's Aboveground Storage Tank Program. That request was approved in 

PSC Order No.03-1348-FOF-EI, at p. 10. 
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Q. Do you disagree with Ms. Merchant’s statement that “[ilf a cost does no1 

legitimately meet the definition of costs that qualify for a recoveq 

clause, it should be borne through base rates.” 

A. I do not disagree with this statement. However, it begs the question 01 

whether a cost meets the criteria for recovery under a cost recovery clause, 

Ms. Merchant goes to great lengths to explain her view of ratemaking the09 

and when a utility is earning fair rate of return. However, that discussion is 

largely, if not entirely, irrelevant to the criteria for recovery under the ECRC 

and the Fuel Clause. In its initial order implementing the ECRC, the 

Commission specifically rejected OPC’s argument that ECRC recovep 

should be subject to an earnings test under which recovery would be denied il 

a utility is earning within its allowed return on equity range. Order No. 

PSC-94-0044-FOF-EI, at pp. 3-4. Likewise, Order No. 14546 did not establish 

an earnings test for determining whether “other” non-specified fuel-related 

costs are recoverable under the Fuel Clause. However, in both orders, the 

Commission ensured against double-recovery by establishing a criterion that 

the costs at issue were not anticipated when the utility’s base rates were 

established. 

Are you familiar with the eligibility criteria for recovery through the 

ECRC? 

Yes. The ECRC, Section 366.8255, Florida Statutes, authorizes the 

Commission to review and approve recovery of environmental compliance 
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Q. 

A. 

costs prudently incurred by electric utilities. In Order No. PSC-94-0044-FOF- 

El, the Commission established the policy that recovery of costs associated 

with environmental compliance activities should be recoverable through 

ECRC if: 

such costs were prudently incurred after April 13, 1993; 

the activity is legally required to comply with a governmentally imposed 

environmental regulation that was enacted or became effective, or 

whose effect was triggered after the company’s last test year upon 

which rates are based; and 

such costs are not recovered through some other cost recovery 

mechanism or through base rates. 

On pages 4 through 7 of his testimony, Mr. Hewson asserts that the 

Modular Cooling Tower Project does not meet the second ECRC 

eligibility criterion because the NPDES permit limitation was “In place” 

prior to the test year upon which PEF’s base rates were based. Do you 

agree with this assertion7 

No. As I previously quoted, the relevant language from Order No. PSC-94- 

0044-FOF-El states that “the activity must be legally required to comply with a 

governmentally imposed environmental regulation that was enacted or 

became effective, or whose effect was triggered after the company’s last test 

year upon which rates are based.” (emphasis added). Mr. Hewson ignores 

the italicized language which focuses on when the effect of the environmental 

4 
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requirement was triggered, rather than just the date it was put in place as Mr. 

Hewson suggests. The Modular Cooling Tower Project satisfies this criterion 

because the need for the additional cooling water capacity to comply with the 

NPDES permit limitation was triggered by the unusually high inlet water 

temperatures during the summer of 2005, which were not fully analyzed until 

after PEFs MFRs were submitted and its base rates were 

establishedlapproved in Docket No. 050078. Indeed, the decision to 

implement the project was not made until February, 2006. 

As Commission Staff recognized in its recommendation that the Commission 

approve PEF's request for ECRC recovery, the Crystal River industrial 

wastewater permit does not mandate a particular method to meet the thermal 

limitation. However, the permit legally requires PEF to remain in compliance. 

Due to the increased cooling water intake temperatures, PEF has two options 

to maintain compliance: de-rate, and thus decrease the availability of its 

baseload capacity; or add additional cooling capacity. The Modular Cooling 

Tower Project provides additional cooling capacity and restores plant capacity 

to its baseline level and thereby avoids higher alternate fuel or purchase 

power costs being borne by ratepayers. Although PEF has the option to de- 

rate its plants to comply with the permit, the Modular Cooling Tower Project is 

the most cost-effective and beneficial compliance option for PEFs 

ratepayers. 
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Q. Ha8 the Commission prevlously approved ECRC recovery for activities 

necessary to comply with environmental requirements that were ir 

place prior to the test year upon whlch PEF’s base rates were based? 

A. Yes. In Order No. PSC-03-1348-FOF-EI, at p. 10, the Commissior 

approved PEF’s request to recover activities necessary to comply with 

requirements established in 1998 amendments to the Florida 

Department of Environmental Protection’s (FDEP’s) above ground 

storage tank rule. Exhibit No. - (JP-3) is a copy of FDEP Rule 62-62- 

761, Florida Administrative Code, effective July 13, 1998, which was 

submitted in support of PEF’s request. As shown in Table AST on page 

5 of the exhibit, although the rule amendments were in place since 1998 

(before the test year upon which PEF’s then-current rates were based), 

PEF was not required to undertake any compliance activities to meet 

with the specific requirements for the storage tanks at issue (keynotes 

W and U) until 2005 and 2010. In other words, the full effect of the pre- 

existing environmental requirement was not triggered until after PEF’s 

last base rate proceeding. The same logic applies to the Modular 

Cooling Tower Project because the full effect of the NPDES permit limit 

was not triggered until after PEF’s base rates were established. Prior to 

that time, there had been no determination that additional cooling water 

capacity was needed to comply with the NPDES permit limitation. 
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Q. 

A. 

Mr. Hewson discusses issues like improved station performance and 

improved unit performance and availability as though these were operational 

issues that PEF was facing in the operation of Crystal River. This could not 

be further from the truth. The operational efficiency of the units, but for this 

climatic issue manifesting itself in the higher than normal cooling water intake 

temperatures, would not have caused the need for increased cooling water 

capacity. Mr. Hewson is confusing operational or maintenance activities that 

would facilitate ongoing, efficient plant operation with a climatic change - 
something beyond the control of the Company and unanticipated when the 

NPDES permit limitations were established - which triggered the need to 

implement incremental compliance measures. 

Do you agree with Mr. Hewson’s suggestion, at pages 7 and 8 of his 

testimony, that projects must have a direct effect on delivered fossil fuel 

prices to be eligible for Fuel Clause recovery under Order No. 14546? 

No, Order No. 14546 imposes no such limitation. To the contrary, the 

Commission expressly sought to establish a “flexible” policy to allow for 

recovery through the fuel clause of expenses that were not anticipated in the 

cost levels used to determine current base rates and which, if expended, will 

result in fuel savings to customers. Order No. 14546 at p. 3, 85 FPSC 

7:69. In applying this “flexible” policy, the Commission has not sought to limit 

the types of costs incurred, but rather to ensure a linkage to the types of 

costs avoided. An excellent example of this is the Commission’s decision 
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Q. 

A. 

with regard to FPL‘s request for recovery of costs associated with the uprate 

at Turkey point in Order No. PSC-96-1172-FOF-El issued in Docket No. 

96001-EI, at p.9. The costs incurred were of a capital nature and associated 

with nuclear production, not fossil fuel. Because the project would allow FPL 

to lower total overall fuel costs by more than the expected cost of the project, 

the Commission found that the project fell under the scope of Order No. 

14546. This Commission precedent indicates that any costs that result in 

overall fuel savings can be considered fossil fuel-related costs even though 

they do not have a direct effect on delivered fossil fuel prices. 

Do you agree with Mr. Hewson’s suggestion that, if the modular cooling 

tower costs are eligible for Fuel Clause recovery under Order No. 14546, 

“most operational and maintenance projects” also would qualify? 

No. Order No. 14546 only allows recovery of costs “which were not 

recognized or anticipated in the cost levels used to determine current base 

rates[.]” Most operation and maintenance costs (including costs incurred in 

planned or unplanned outages) are recognized and anticipated when base 

rates are determined and in fact are activities meant to repair or replace 

existing equipment due to natural wear and tear. By contrast, as I previously 

discussed, the costs of the Modular Cooling Tower Project were not 

recognized or anticipated in the cost levels used to determine PEPS current 

base rates. In addition, most if not all of those operation and maintenance 
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projects would not meet the Commission test that fuel savings resulting from 

the project must exceed the cost incurred to achieve those savings. 

Q. 

A. 

Whether other, hypothetical activities may be eligible for cost recovery under 

the ECRC or Fuel Clause depends upon the specific circumstances involved. 

For example, the Commission previously has approved recovery of capital 

expenditures for fuel switch projects of the type cited by Mr. Hewson where, 

under the criteria set forth in Order No. 14546, they would result in fuel cost 

savings. &, Order Nos. PSC-95-0450-FOF-El (modifications enabling FPL 

units to burn a more economic grade of residual fuel oil); PSC-98-0412-FOF- 

El (conversion of Suwannee Unit 3 to burn natural gas); and PSC-97-0359- 

FOF-El (conversion of FPC units to burn natural gas). 

Do you agree with Ms. Merchant’s assertion that the costs of the 

Modular Cooling Tower Project are included in PEF’s base rates? 

No. As I stated in my direct testimony, the Modular Cooling Tower Project 

was not anticipated when PEF’s current base rates were 

established/approved in Docket No. 050078-El. The Company’s evaluation 

of the project was prompted by unusually high inlet water temperatures and 

associated de-rates during the summer of 2005. The analysis leading to a 

determination that additional cooling was needed occurred throughout the 

fourth quarter of 2005 and the decision to implement the Project was not 

made until February 2006. Thus, the costs of the project were not anticipated 
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when the Company submitted its rate case MFRs in April 2005 and are not 

included in the Company’s base rates. 

Contrary to Ms. Merchant’s suggestion, Exhibit Nos. - (JP-1) and (JP-2) 

confirm that the modular cooling tower costs were not anticipated when 

PEF’s current base rates were establishedapproved. As Ms. Merchant 

recognizes, line 12 of Exhibit No. - (JP-1) compares the amounts budgeted 

to actual expenditures for rental expenses from 2000 through 2006, The 

balance for both years is zero, demonstrating that PEF had not incurred 

cooling tower rental costs in 2000 and did not anticipate them in 2006. 

Exhibit No. - (JP-2) shows the monthly in-plant balances for the test year 

2006. Prior to 2006 when the Modular Cooling Tower Project was placed into 

service, PEF had never incurred any capital costs for modular cooling towers. 

Thus, if the project had been anticipated when the MFRs were submitted, the 

increase in plant-balance for FERC account 314 reflected in Exhibit No. - 

(JP-2) would have had to be large enough to encompass the costs of the 

project. As stated in my direct testimony, however, the schedule does not 

show any increases that would accommodate plant additions for the modular 

cooling towers. 
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1. 

Do you agree with Ms. Merchant’s assertion, at pages 17 and 18 of her 

testimony, that recovery of the modular cooling tower costs would 

violate the 2005 rate case settlement approved in Docket No. 050078=El? 

No. In relevant part, the provision of the settlement referenced by Ms. 

Merchant states that “PEF will not petition for any new surcharges . . . to 

recover costs that are of a type traditionally and historically would be, or are 

presently, recovered in base rates.” (emphasis added). This provision 

precludes PEF from petitioning for “new surcharges.” It does not prevent 

PEF from recovering newly incurred costs under existing cost recovery 

clauses. Ms. Merchant also points to the ‘ I . .  . traditionally recovered in base 

rates ...” in Order No. 14546, but does not acknowledge that there are types 

of costs that have been traditionally and historically recovered through the 

Fuel Clause as well as ECRC when they are found to meet the respective 

tests for eligibility. These costs are of a nature that they pass the criteria for 

recoverability under either clause as discussed in more detail in my pre-filed 

direct testimony and above and as such have traditionally and historically 

been recovered through these clauses, not through base rates. 

Does this conclude your rebuttal testimony? 

Yes, it does. 
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MS. BROWN: We have also prepared, as I mentioned, a 

comprehensive exhibit list that includes staff's stipulated 

composite exhibit and all exhibits prefiled with the parties' 

testimony. We ask that the exhibit list itself be marked as 

Exhibit 1 and all other exhibits be marked as identified on the 

list. 

CHAIRMAN EDGAR: Okay. Seeing no objection - -  no 

objection. The comprehensive exhibit list will be marked 

Exhibit 1 and the composite list with all of the, the, all the 

rest of the exhibits will be so marked. 

MS. BROWN: We ask that the marked exhibits all be 

admitted into the record. 

CHAIRMAN EDGAR: And the exhibits as marked will be 

entered into the record. 

(Exhibits 1 through 11 marked for identification and 

admitted into the record.) 

MS. BROWN: And I think, Madam Chairman, unless the 

parties have anything more, we can conclude the hearing. 

Let me point out that the transcript of the hearing 

Nil1 be due May 7th, the briefs will be due May 31st, staff 

recommendation June 27th for an Agenda July 10th. 

CHAIRMAN EDGAR: To the parties, any other matters or 

questions or comments? 

MR. McGLOTHLIN: I have none. 

CHAIRMAN EDGAR: None? Mr. Perko? 

FLORIDA PUBLIC SERVICE COMMISSION 
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MR. PERKO: I have none. 

CHAIRMAN EDGAR: None. Commissioners? No. 

Okay. Well, then as always, thank you to our staff, 

thank you to the parties for the cooperation in getting us to 

this point so that the issues could be laid out for 

consideration. And, Ms. Brown, thank you, and we are 

adjourned . 

(Proceeding adjourned at 1O:lO a.m.) 
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[Bates Nos. 14-1 61 

Confidential 

5 .  Document No. 03214-06 - Fuel and Purchased Power Forecasts 

PROFFERED BY: STAFF 



BEFORE THE PUBLIC SERVICE COMMISSION 

In re: Petition by Progress Energy Florida, Inc. DOCKET NO. 0601 62-E1 
for approval to recover modular cooling tower 
costs through environmental cost recovery DATED: MARCH 19,2007 
clause . 

PROGRESS ENERGY FLORIDA’S RESPONSES & OBJECTIONS 
TO STAFF’S FIRST SET OF LNTERROGATORIES (NOS. 1-81 

PROGRESS ENERGY FLORIDA, INC. (“PEF”), pursuant to Rule 28- 106.206, Florida 

Administrative Code, Rule 1.340, Florida Rules of Civil Procedure, and the Order Establishing 

Procedure in this matter, hereby responds to Staffs First Set of Interrogatories mas. 1-53): 

RESPONSES & OBJECTIONS 

1. 
continuing on to page 9, lines 1 through 20. 
Portuondo matches the highest hourly de-rate to the hour with the highest projected load. 

Please refer to page 8 of the testimony of Javier Portuondo, lines 12 through 22 and 
In estimating net fuel savings, witness 

(a) Does this method maximize the amount of net fuel savings? Please explain. 

RESPONSE: No. Th~s  method was chosen because it was judged to be most representative of 
the size and timing of the de-rates. POD de-rates are driven by cooling water intake 
temperatures and occur during periods of high system loads. The method in the referenced 
testimony of Javier Portoundo describes how a population of hourly derate values (derived by 
averaging historical years by month) were assigned to specific hours of the forecast period in an 
appropriate fashion. Hourly derates were allocated to the respective hours where they are most 
likely to occur and therefore represent the condition as accurately as possible. 

(b) 
average basis, Le., matching average hourly de-rate to average projected load? 

What would estimated net fuel savings be if the calculation was done on an 

RESPONSE: Such an analysis was not done. As noted above, the population of hourly de-rate 
values already represent an average, by month, of the three years of available hwtorical data. 
Due to the correlation between system load and the size and timing of individual hourly de-rates, 
the calculation did match historically averaged hourly de-rates to the system loads that they 
would be most likely to coincide with. 

(c) 
net fuel savings? 

What fuel and purchased power price forecasts were assumed for estimating 
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RESPONSE: This information is already available to the Commission Staff in this docket. On 
April 10, 2006, Progress Energy filed with the Commission a redacted copy of the fuel and 
purchase power price forecasts used for the estimates in Javier Portuondo’s testimony (PSC 
Document No. 03215-06). On the same date, a non-redacted, confidential copy of the forecasts 
was provided to the Commission Clerk on April 10, 2006 (PSC Document No. 03214-06), with a 
request for confidential classification, which was granted on July 7, 2006. See Order No. PSC- 
06-059 1-CFO-EI. 

2. Please refer to page 8, lines 1 through 10, of the testimony of Javier Portuondo. For 
each order on Lines 3 through 5, please cite and describe the specific example of the 
Commission approving recovery of unanticipated costs through the fuel clause that 
resulted in significant savings to the utility’s ratepayers. Also, describe the expenditures 
and the savings. 

RESPONSE: 

0 PSC-95-0450-FOF-EI: Order granting the Florida Power and Light (FPL) request for 
recovery of $2.8 million in costs associated with the modifications made to Cape 
Canaveral Unit #1 & 2, Fort Meyers Unit #2, Riviera Unit #3 & 4, and Sanford Unit #3, 
4, & 5 enabling the units to burn a more economic grade of residual fuel oil. FPL 
requested recovery of the costs through the Fuel and Purchased Power Cost Recovery 
Clause because the modifications were expected to generate significant savings due to 
lower fuel prices. The Commission allowed these costs to be recovered through the fuel 
clause because the expenditures would result in significant savings to the utility’s 
ratepayers. FPL estimated the project would cost approximately $2.8 million and the 
ratepayers would save approximately $80 million between 1995 and 1999. 

0 PSC-94- 1 106-FOF-EI: Order granting petition for cost-recovery of Orimulsion 
Conversion project costs through the Fuel and Purchased Power Cost Recovery Clause. 
FPL requested permission to recover the costs of converting two units to burn 
Orimulsion. To the extent fuel savings exceeded costs, FPL was allowed to recognize 
half of these savings as additional accelerated depreciation. The cost of the project was 
projected to result in $2.6 billion in fuel savings over 20 years at an expected cost of 
approximately $72 million. 

e PSC-98-04 12-FOF-EI: Order granting the Florida Power Corporation request for 
approval to recover the cost of converting Suwannee Unit 3 to burn natural gas through 
the Fuel and Purchased Power Cost Recovery Clause. The conversion was estimated to 
save the ratepayers approximately $3.25 million over the following five years at a cost of 
approximately $2.45 million. The Commission approved recovery through the fuel 
clause of these costs because they were not previously addressed in determining base 
rates and would result in fuel savings to ratepayers. 
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0 PSC-97-0359-FOF-EI: Order granting the Florida Power Corporation request for 
approval to recover the cost of converting Debary Unit 7, Bartow Units 3 & 4, and 
Suwannee Unit 1 to burn natural gas through the Fuel and Purchased Power Cost 
Recovery Clause. The conversion was estimated to save the ratepayers more than $22 
million over the following five years at a cost of approximately $7.5 million. The 
Commission approved recovery through the fuel clause of these costs because they were 
not previously addressed in determining base rates and would result in fuel savings to 
ratepayers. The Commission specifically sited Order #14546 in approving these costs for 
recovery through the fuel clause. 

0 PSC-97-0359-FOF-EI: Order granting the FPL request for recovery of depreciation 
expense and return on investment for rail cars purchased to deliver coal to the Scherer 
Plant. The Commission cited Order No. 14546 in approving these costs for recovery 
through the Fuel and Purchased Power Cost Recovery Clause due to the fact that they 
were not previously considered in a rate case. The Commission further stated that when 
economically beneficial to the utility’s ratepayers, the cost of purchasing or leasing 
railcars is considered to be a fuel-related expense and should be recovered through the 
fuel clause. FPL also requested approval to recover modifications needed at certain sites 
to allow for the use of “low gravity” fuel oil. These modifications were estimated to save 
the ratepayer approximately $19 million over three years at a cost of approximately $2 
million. The Commission again cited Order No. 14546 in approving these costs for 
recovery through the fuel clause. 

0 PSC-96- 1 172-FOF-EI: FPL requested recovery through the Fuel and Purchased Power 
Cost Recovery Clause of the costs associated with the thermal power uprate of Turkey 
Point Units 3 & 4. The project was estimated to save the ratepayer approximately $198 
million through year 201 1 at a cost of approximately $10 million. It is notable that the 
Commission approved recovery of these costs through the Fuel Clause citing Order No. 
14546 not because the costs of the project had anythmg to do with fossil fuel generation, 
but rather because they allowed the utility to use less fossil fuel due to increased nuclear 
generation availability. The Commission specifically stated that because the fuel savings 
are expected to outweigh the costs, FPL should be able to recover these costs through the 
Fuel Clause. 

3. For purposes of preparing and filing a need determination, please list each type of cost 
that is non-fuel. 

OBJECTIONS: 
dated February 26, 2007. It is PEF’s understanding that Staff has withdrawn this interrogatory. 

PEF objections to this interrogatory for the grounds stated in its filing 
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4. For purposes of preparing and filing a need determination, please list each type of cost 
that is a n  environmental compliance cost. 

OBJECTIONS: PEF objections to t h s  interrogatory for the grounds stated in its filing dated 
February 26, 2007. It is PEF’s understanding that Staff has withdrawn this interrogatory. 

5.  Is the thermal discharge temperature criteria at the Crystal River Power Plant 
established for the purpose of avoiding higher fuel costs? In your response please state the 
scope of jurisdiction of the authority which set and enforces the thermal discharge 
temperature criteria at the Crystal River Power Plant. 

RESPONSE: No. As authorized by the Clean Water Act, the NPDES permit program controls 
water pollution by regulating point sources that discharge into waters of the United States. In 
Florida, the federal NPDES program is administered by authorized delegation to the FDEP. The 
thermal component of the discharge from the once-through cooling system at Crystal River is 
subject to water quality standards. These standards require that thermal discharges shall not 
increase the temperature of the receiving body of water so as to cause substantial damage or 
harm to the aquatic life or vegetation therein or interfere with beneficial uses assigned to that 
water body. The NPDES permit is renewed every 5 years with thermal limits set by FDEP to 
ensure compliance with state and federal criteria. 

6. Please identify all portions of the Company’s testimony and exhibits showing that the 
high cost of non-coal based power/energy, not the thermal discharge temperature criteria, 
caused the Company to look for alternatives to lessen its incurred cost of fuel and energy. 
Include in your response all set points and triggers that the Company used to determine 
when it began to seek lower fuel cost alternatives. 

RESPONSE: There is an inextricable link between the need to operate within the thermal 
permit limit and the increased replacement power costs. For this reason, PEF cannot link any 
portion of the testimony solely to one or the other. This project can be justified on either basis: 
the need to comply with the thermal permit limit, or the opportunity to save the customer fuel 
costs. The thermal permit limit forced PEF to derate Units 1 & 2 during the summer months due 
primarily to increased intake canal temperatures beyond PEF’s control. These de-rates are what 
give rise to the opportunity to reap fuel savings. The company has continuously monitored the 
number of de-rates necessary to comply with the 96.5 F thermal discharge limit (3 hour rolling). 
It was only after the 2005 summer that PEF determined that it would be prudent to undertake this 
project because it was expected the cost would be more than offset by fuel savings to the 
customer. This project therefore has the critical link to fossil fuel costs required to be 
recoverable under the fuel clause and Order No. 14546. Alternatively, the change in 
environmental conditions has triggered the need for additional cooling in order to operate at full 
power during the summer months. Order No. PSC-94-0044-FOF-E1 established the policy that 
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recovery of such costs should be recoverable through ECRC if such costs are prudently incurred 
after April 13, 1993, the activity is legally required to comply with a governmentally imposed 
environmental regulation that was enacted or became effective, or whose effect was triggered 
after the company’s last year upon whlch rates are based, and such costs are not recovered 
through some other cost recovery mechanism or through base rates. The modular cooling tower 
project clearly meets the test for costs that can be recovered through the ECRC. 

If there was no limit on the discharge temperature, PEF would not have had to derate the units 
and there would be no savings opportunity. Alternatively, if derating the plants was not costing 
ratepayers anything @e. hgher fuel costs) PEF would likely not be incumng expenses to avoid 
these derates. As such, it would be improper to say that certain portions of PEF’s testimony in 
this docket are solely due to fuel savings and have no link to the discharge temperature limit. 

7. Please identify all formally established ongoing Company programs specifically targeted 
at mitigating and/or lowering incurred fueYenergy costs. List all documents memorializing 
the scope and objectives of each such programs. Include in your response all set points, 
triggers, and other criteria that the Company uses to determine when additional measures 
are necessary to mitigate and/or lower incurred fueVenergy costs. 

RESPONSE: 
as low a cost as possible to be one of our fundamental goals. As such, PEF is always trying to 
provide power at the lowest total cost. While there is no formal memorialized program 
specifically targeted at mitigating and/or lowering incurred helienergy costs, PEF continuously 
looks for opportunities to lower or stabilize the cost of fuel. 

PEF considers the obligation to provide reliable power to our customers at 

8. Please provide a list identifying all types of costs that the Company believes to be fossil 
fuel-related costs and show the approximate percentage of base rates and/or rate base 
associated with each type of cost, the FERC account number associated with each type of 
cost, and the FERC account definition associated with each type of cost. 

RESPONSE: Order No. 14546 lists specific types of fossil fuel-related costs that are not 
included in base rates, but are recoverable under the fuel and purchase power cost recovery 
clause. In addition, Order No. 14546 established a “flexible” policy to allow for recovery 
through the fuel clause of other expenses that were not anticipated in the cost levels used to 
determine current base rates and which, if expended, will result in fuel savings to customers. In 
applying this “flexible’’ policy, the Commission has not sought to limit the types of costs 
incurred, but rather to ensure a linkage to the types of costs avoided. An excellent example of 
this is the Commission’s decision with regard to FPL’s request for recovery of costs associated 
with the uprate at Turkey point in Docket No. 960001-EI. The costs incurred were of a capital 
nature and associated with nuclear production, not fossil fuel. Because the project would allow 
FPL to lower total overall fuel costs by more than the expected cost of the project, the 
Commission found that the project fell under the scope of Order 14546. This Commission 
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precedent indicates that any costs that result in savings associated with fossil fuel can be 
considered fossil hel-related costs. 

DATED this /?%ay of March, 2007. 

HOPPING GREEN & SAMS, P.A. 

By: 

Carolyn S. Raepple 
Florida Bar No. 329142 
Virginia C. Dailey 
Florida Bar No. 419168 
Post Office Box 6526 
Tallahassee, FL 323 14 
gam@, hgslaw. com 
carolvnr@,hgslaw.com - .  

virginiad@,hPslaw. - com 
Tel.: 850-222-7500 
Fax: 850-224-855 1 

Attorneys for Progress Energy Florida, Inc. 

Hearing Exhibit - 00006 



AFFIDAVIT 

STATE OF NORTH CAROLINA) 

COUNTY OF WAKE) 

I hereby certify that on this 1 9 ~  day of March, 2007, before me. an officer duly 

authorized in the State and County aforesaid to take acknowledgments, personally appeared 

Javier Portuondo, who is personally known to me, and he/she acknowledged before me that 

heishe provided the answers to interrogatory number(s) 1-4, and 6-8 from COMMISSION 

STAFF'S FIRST SET OF MTERROGATORIES TO PROGRESS ENERGY FLORIDA, INC. 

(NOS. 1 - 8) in Docket No. 060162-EI, and that the responses are true and correct based on 

hisker personal knowledge. 

111 Witness Whereof, I have hereunto k t  my hand and seal in the State and County 

A aforesaid as of this 19th day of March, 2007. 

- 
Javier Portuondo 

or, Regulatory Planning m 
Notary Public 
State of North Carolina, at Large 

My Commission Expires: 

/ I  2.2- L O / /  
/ 
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AFFIDAVIT 

STATE OF FLOFUDA) 

COUNTY0 4 iv?& 

I hereby certify that on this 19* day of March, 2007, before me, an officer duly 

authorized in the State and County aforesaid to take acknowledgments, personally appeared 

Thomas Lawery, who is personally known to me, and he/she acknowledged before me that 

hdshc provided the answers to interrogatory number(s) 5 from COMMISSION STAFF'S FIRST 

SET OF INTERROGATORIES TO PROGRESS ENERGY FLORIDA, JXC. (NOS. 1 - 8) in 

Docket No. 060 162-Ei, and that the responses are true and correct based on hidher personal 

knowledge. 

In Witncss Whereof, I have hereunto set my hand and seal in the State and County ua aforesaid as of this 1 day of d!%d-' , 2007. 

neering - South 
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BEFORE THE PUBLIC SERVICE COMMISSION 

DOCKET NO. 060162-E1 

DATED: N R I L  16,2007 
for approval to recover modular cooling tower 

PROGRESS ENERGY FLORIDA’S RESPONSES 
T O  STAFF’S SECOND SET OF INTERROGATORIES (NOS. 9-10) 

PROGRESS ENERGY FLORIDA, INC. (“PEF”), pursuant to Rule 28-1 06.206, Florida 

Administrative Code, Rule 1.340, Florida Rules of Civil Procedure, and the Order Establishing 

Procedure in this matter, hereby responds to Staffs Second Set of Interrogatories (Nos. 9-10): 

RESPONSES 

9. According to the direct testimony of Mr. Thomas Lawery, page 5 ,  lines 21-23 and 
page 6, lines 1-3, PEF explored other alternatives to the modular cooling towers at 
the Crystal River plant. Did PEF explore the alternative of installing diversion 
curtains to increase the length of the course water would take through the discharge 
canals, thereby increasing the time for the water to cool in the discharge canals? 

Response: PEF reviewed the potential feasibility of using diversion curtains but 
determined that diversion curtains are not technically feasible for this application. The 
discharge canal is narrow (less than 100 yards across) and surrounded by either power 
plant systems in use or wetlands. In order to make diversion curtains effective, the 
discharge canal would need to be extended in length by a significant distance (miles). 
Ths  would require acquisition of significant, additional real estate to provide the cooling 
needed and this was not possible with the geography of our discharge canal and 
surrounding areas. 

9(a) What are the costs and benefits associated with diversion curtains? Provide 
all assumptions. 

Response: As described in the response to 9 above, the use of diversion curtains is 
not a technically feasible solution for t h s  application. As such, cost and benefit analysis 
was not performed. 
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9(b) Would use of diversion curtains be a feasible alternative to the modular 
cooling towers? If not, why not? 

Response: 
feasibility of installing diversion curtains and determined this alternative to be infeasible. 

No. As noted in response to Interrogatory 9 above, PEF reviewed the 

9(c) Would use of diversion curtains be a cost-effective option to use in 
conjunction with the modular cooling towers? If not, why not? 

Resuonse: 
little benefit due to the narrow discharge canal. 

As discussed in the response to 9 above, diversion curtains would be of 

10. Are you aware of any instances where diversion curtains have been installed in 
discharge canals to decrease discharge water temperatures? Please explain. 

Response: Yes, diversion curtains are used under circumstances different than the 
Crystal River Energy Complex. For example, PEF uses diversion curtains at its Hines 
Energy Complex to avoid “short circuiting’’ of the cooling pond at that site. PEF 
understands that FPL’s Turkey Point Nuclear Plant uses cooling canals with curtains. The 
Turkey Point site has 168 miles of canals to cool their water. Both Hines and Turkey 
Point are closed cooling water systems whch facilitate the use of diversion curtains. By 
contrast, Crystal River plants are once through cooling into the Gulf of Mexico which 
does not facilitate their use. 

DATED this /&of - April, 2007. 

Tallahassee, FL 323 14 
g a m  - @,hgslaw. com 
Tel.: 850-222-7500; Fax: 850-224-855 1 

Attorneys for Progress Energy Florida, Inc. 
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BEFORE THE PUBLIC SERVICE COMMISSION 

DOCKET NO. 060162-E1 

DATED: MARCH 19, 2007 
for approval to recover modular cooling tower 

clause. 

PROGRESS ENERGY FLORIDA’S RESPONSE TO 
STAFF’S FIRST REOUEST FOR PRODUCTION OF DOCUMENTS (NOS. 1-21 

PROGRESS ENERGY FLORIDA, INC. (“PEF”), pursuant to Rule 28-106.206, Florida 
‘ A ,  

Administrative Code, and Rule 1.350, Florida Rules of Civil Procedure, w e b y  serves its 

response to Staffs First Request for Production of Documents (Nos. 1-2). 

RESPONSE 

1. Please refer to page 8 of the testimony of Javier Portuondo, lines 12 through 22 and 
continuing on to page 9, lines 1 through 20. Please provide complete copies of the 
fuel and purchase power price forecasts used for the estimate of approximately $45 
million in net fuel savings. 

RESPONSE: This information is already available to the Commission Staff in this docket. On 
April 10, 2006, Progress Energy filed with the Commission a redacted copy of the fuel and 
purchase power price forecasts used for the estimates in Javier Portuondo’s testimony (PSC 
Document No. 03215-06). On the same date, a non-redacted, confidential copy of the forecasts 
was provided to the Commission Clerk on April 10, 2006 (PSC Document No. 03214-06), with a 
request for confidential classification, which was granted on July 7 ,  2006. See Order No. PSC- 
06-059 1 -CFO-EI. 

2. Please refer to page 8, lines 1 through 10, of the testimony of Javier Portuondo. For 
each order on lines 3 through 5 ,  please provide copies of the testimony and company 
petitions that describe the projects alluded to. 

RESPONSE: Non-privileged responsive documents withn PEF’s possession will be made 
available for inspection at the offices of Hopping Green & Sams, P.A., 123 S. Calhoun Street, 
Tallahassee, FL 32301, at a mutually agreed upon time and date, with the understanding that 
PEF will have the opportunity to obtain protection of confidential information in any such 
documents Commission Staff may desire to copy by appropnate filing with the Commission. 
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Respectfully submitted this 19th day of March, 2007. 

HOPPING GREEN & SAMs, P.A. 

R. Alexander Glenn 
Florida Bar No. 0097896 
Deputy General Counsel 
Progress Energy Service Company, L.L.C. 
100 Central Avenue, Suite 1D 
St. Petersburg, FL 33701-3324 
alex. nlenn@,pnnmail. com 

G a r y u  Perko 
Florida Bar No. 855898 
Carolyn S. Raepple 
Florida Bar No. 329142 
Virginia C. Dailey 
Florida Bar No. 419168 
Post Office Box 6526 
Tallahassee, FL 323 14 
garw@,hnslaw.com 
car0 1 ynr@, hnslaw.com 
virginiad@,hmlaw.com - 

Tel.: 850-425-2359; Fax: 850-224-8551 

Attorneys for PROGRESS ENERGY FLORIDA 
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1 '' Fuel and Purchased Power Costs - Crystal River De-rate Study 

Annual Costs 

Annual P u w  
Energy M W h  
Energy Cost W W h  

2 
3 
4 

Monthly Fuel Costs 
Cia9 m U  

(excludes 
plpellnenxed 

Monthly Fuel Cost Summary Coal WMBtu cost) W Oil YMMBtu #2 011 VNMBtu 
Jan46 $ 2.99 $ 9.24 $ 7.73 $ 16.45 
Feb-96 $ 2.99 16 10.44 $ 7.69 $ 18.55 
Mar-06 $ 2.98 $ 10.31 $ 6.12 $ 18.51 
Apr-OB $ 2.98 $ 9.26 $ 5.83 $ 17.54 

May-06 $ 2.99 $ 7.92 $ 6.33 $ 1726 
Jun-06 $ 2.98 $ 8.09 $ 6.70 $ 17.07 
Jul-OB $ 2.99 $ 8.37 $ 7.54 $ 17.12 

Aug-06 $ 2.99 $ 8.47 $ 7.58 $ 17.23 
2.98 8 8.04 $ 7.07 $ 17.41 

oct-06 $ 7.71 $ 7.65 $ 17.50 
9.02 8 16.32 

2.99 $ 
3.03 $ 1026 16 

sepos 

5 
6 

7 
8 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
?2 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
66 
57 
58 
59 
60 
61 
62 
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Assumptions 

1 2006 - 2007 fuel and purchase power prices based on Nov 2005 Fuel & Operations Forecast (short-term model). 
2008 - 2010 fuel and purchase power prices based on the Nov 2005 Generation & Fuel Forecast (long-term model). 
Fuel prices shown represent average delivered fuel prices 

2 Gas price $/MMBtu exclude pipeline fixed costs. 

3 Purchased Power contracts include the following contracts by year 

Southern UPS 41 2 
Summer 06 Purchase 100 
TECO 70 
Winter 06 Purchase 500 

2007 CP&Lime 133 
Shady Hills 520 
Southern UPS 41 2 
Summer 07 Purchase 100 
TECO 70 
Winter 06 Purchase 500 

2008 CP&Lime 133 
Shady Hills 478 
Southern UPS 41 4 
TECO 70 
Winter 200 Purchase 200 

2009 CPBLime 133 
Shady Hills 478 
Southern UPS 414 
TECO 70 
Winter 200 Purchase 200 

2010 CP&Lime 133 

SoCo Franklin 342 
SoCo Scherer 71 
Southern UPS 41 4 

Shady Hills 478 

TECO 70 

Year Contract Max MW 
2006 CP&Lime 133 
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Assumptions 

4 Cogeneration contracts include the following contracts by year 

Year Contract M a x  MW 

11 
15 
43 

114 
110 
13 
17 
79 
74 
79 

109 
23 
55 
40 
31 

2006 Auburn (As Avail) 

15 
43 

114 
110 
13 
17 
79 
74 
79 

109 
23 
55 
40 
31 

43 
114 

11 
110 

13 
17 
79 
74 
79 

109 
23 
55 
40 

Rokter 31 

Bay County 
Cargill 
Dade County 
El Dorado 
Lake Cogen 
Lake County 
LFC 
Mulberry 
Orange Cogen 
Orlando Cogen 
Pasco Cogen 
Pasco County 
Pinellas County 
Ridge Gen St 
Royster 

2007 Auburn (As Avail) 
Cargill 
Dade County 
El Dorado 
lake Cogen 
Lake County 
LFC 
Mulberry 
Orange Cogen 
Orlando Cogen 
Pasco Cogen 
Pasco County 
Pinellas County 
Ridge Gen St 
Royster 

!ow - 2010 Auburn (As Avail) 
Dade County 
El Dorado 
G2 Energy 
Lake Cogen 
Lake County 
LFC 
Mulberry 
Orange Cogen 
Orlando Cogen 
Pasco Cogen 
Pasco County 
Pinellas County 
Ridge Gen St 
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BEFORE THE 

FLORIDA PUBLIC SERVICE COMMISSION 

PROGRESS ENERGY FLORIDA 

DOCKET NO. 050078-El 

MINIMUM FDLlNG REQUIREMENTS 

SECTION C - NET OPERATING INCOME SCHEDULES 
SECTlON D - COST OF CAPITAL SCHEDULES 



I le 11) E+wses 

. MIS Slm t’ww t i p  

Henla 

SIcam (FOS) Opcrlhonr 

C)pr bupr B Erg Nuclear 

Nudea Coofank B Waler 

Sleani Eipsnsfi Nuclear 

Steam Frons Wh Souce Nuc 
225 1 n4 195 ley 

23 2 1  

(6:l e l  r) 122 I 

‘1 el-  17046 21 683 25.058 18287 

- 
30.636 23.315 30.111 35.146 28.533 

:I1 I I i E )  ’24 42 6 
2 911 2 io: za72 3.157 2682 

5 6 ‘ 6  11 331 I O R ? ?  lG,%7 9275 

4 ‘ I  
22 908 

12 

59.917 

6 484 

8’ 5 

5 6 6 3  
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2006 

2007 

2008 

2009 

Modular Cooling Tower Project 

$1 1,000,000 

$1 1,000,000 

$8,500,000 

$8,000,000 

Docket No. 0601 62-El 
Progress Energy Florida 

Witness: Javier Portuondo 
Exhibit No. - (JP-3) 

201 0 $6,500,000 

TOTAL $45,000,000 
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Jeb Bush 
Governor 

tal Protee 

CERTIFIED W I L  
RE'TUm RECEPT REQUESTED 

In the Matter oE an 
Application for Pennit by: 
Progress Energy Florida 
Crystal River Plant Units I ,2 md 3 
15760 West Powerline Street 
Crystal River, FL34428 

Twin Towers Office Building 
2600 Blair Stone Road 

Tallahassee. Florida 32399-2400 

Docket No. 060162-E1 
Progress Energy Florida 

Witness: Thomas Lawery 
Exhibit No. ( T L - 2 )  

Page 1 of 34 

Colleen M. Castille 
Secretary 

NUTICE OF PERMIT 

DEP File # FLOOOOl S9-OQ9-nV 1 SMR 

Attention: MI. Michael Olive 

Enclosed is Pemit FLOOUOISP, issued under Section 403.0885, Florida Statutes, and DEP Chaptcr 62- 
620, Florida Ahinistxative Code, authorizing wastcwater discharge from the PEF CrystaI River Units 
1,2,&3, Citrus County ta the Gulf of&kxico, a CIass E1 m a h e  water. 

Any party to t h i s  order (permit) has the right to seck judicial review ofthe pcmit under Section 
120.68, Florida Stawttes, by thc filing of aNotice of Appeal under Rules 9.110 and 9.290, Florida 
Rules of Appellate Procedure, with the Clerk ofthe Department of Environmental Protection, OfEce of 
General Counsel, Mail Station 35, 3900 Comnlanweatth Boufevasd, Tallahassee, Florida 32299-3000 
and by filing a copy of the notice of appeal accompanied by the applicable filing fees with tlze 
appropriate dishkt court ofzppeal. The notice of appeal must be fifilcd within thirty days after thh 
notice is filed wit11 the clerk of the Depamcnt. 

Execuied in Tallahassec, Floricla. 



P~Q~IEZSS Energy Florida 
Crystal River Usrits I, 2 and 3 
Facility Il;t Number FLQOC0159 

Docket No. 060162-E1 
Progress Energy Florida 

Witness: Thomas Lawery 
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CERTIFICATE OF SER?WE 

The m & " e d  duty designated deputy agency clerk hereby certifies that t k ls  NOTICE OF 
PERMIT md all copies were mailed before the close of business on 15: ,fs* 05 
peR50ns. 

~ to &e listed 

[Clerk Stamp] 

FEINC ANT> ACKWOWLEDGhEXr 
FILED, on this date, under Section 120.52 (9>, Florida Statutes, with the designated Depastment Cfmk, 
receipt of which is hereby ackmmfedged. 

Copies fkmished to: 

Chainnm, Board of Citrus County Conmissioners 
Milichaef Slader, PEF 
Yurisa Angulo, P.E. DEP SWD Tampa 
B~t:tsy Hewitt, DEP Tallahassee 
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Progress Energy Florida 
Witness: Thomas Lawery 

Exhibit No. ( T L - 2 )  
Page 3 of 34 

DATE: April 2 1,2005 

The folhming minor corrections have been made to the proposed p . None of these correctit" alter 
any of the limitations for discharge to waters ofthe state. 
1. Typographical Errnrs in the Proposed Permit.: The Depiipartnrent and &e Permittee noted several 

mhor typographical errors which are not itemized below. T ~ G  Depannent has conected these errors, 
which were non-substantive md did not affect any pennit limitations or monitoring requirements. 

2. Permittee Comments 

The Permittee requested tbe folfotving minor corrections to the pennit 

Condition I.A.9: The Permittee pointed out that that PI? limitation for Tslternaf Outfall I-OFE in the. Draft 
rind Proposed permits (6.5 to 8.5) was hconect, and should be 6.0 to 9.0, which is the appropriate 
Techno10~g-y Based EfEucnt Limitation (TT3EL) pursuant to 40 CFR Part: 423.12, and is consistent with the 
prcvbus permit. 'The Department concm, and corrected the limitatian h the pw". 
Condition I.E.14: 'Fie Permittee rcqucsted Llat the Department clmi@ the requireinent regarding th t  
,hertap c o n d a s a  clcani ystem at Unit 3, by stating in the condition that any substantive changes to the 
cleaning bdl devices or eval sl,"tem must be approved by the Department. This would enable the 
facility to make &or tntzhmzlical repah that do not potentialIy impact discharge without requiring 
specific approval. "he  Depnkrieat concurs and has revised the condition in the perm~t. 

3. Deaartxnent Comment 

Condition X.E.17.: The Depmer i t  added this condition, which was esraneousfy omitted Erom the draft 
and proposed permits, and authorizes &e continued use of biocides and chemical additives that were 
approved for use m the prc\iious pen& renewal and its rcvisiolls. The condition does not authorize the w e  
of any new biocides or chemical additiws, 



* ...- -- 
Progress Energy Florida 

Witness: Thomas Lawery 
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Progress Energy Fiodrt 
Crystal River Units 1,2, and 3 
P.O. Bos 14042 
St. Petersbwg; FL 34428 

kfr. Michael. QIivs 
Manager 

Progress Energy Florida 
Crystal River Plmt W t s  1,2 md 3 
15760 west Powerline Skeet 
wstal River, FL 34428 
Cims C o ~ t y  

Lati%&: 28' 58' 2" N 
Tiis permit i s  issued under &e prov~sions of Chapter 403, Florida Statutes (F.S.) and applicable d e s  of the Florida 
A&ni~irsnaiive Code {F.A.C.), and camtitubes authoization to discharge to waters ofthe State under The Hatianti 
3o!lutmr Discharge Elrrilnariorn System (NFDES). The Paimittee I$ hereby mthonaed 'lo opm-mte the kcilities 
shown on the appiicntion and 0 % ~  documnts attached fiereto or 5~ file uith &e Department and made a part fiereof 
md specifically described as fcllows: 

0perati011 of an industrial wasteu.ntcr t r e a t "  and disposai system to s m e  the referenced facdity. The facility 
consists o f ~ o  fossil fael units (Units I and 2 )  md a nuclear firel irnit (hiit 3). These units have a combined 
n i a x m "  permitted d.aily discharge flaw of 1,898 MGD and n total name plate rating of 1,854.8 MW. The facility 
dischaqiy consists of once-though candemet coolb~ng water, treated nucfear a u d i a r y  cooling water, treated coai pile 
rainfall run off, intake screen washwater, and treated noz?-radioacti.;e wmte/rodiatioa waste. 

Longitude: 82' 41' 49" W 



PEkMIlTEE: 
Progress Energy Flot-lda 
Crjstal River tjah I ,2, md 3 
P.O. Brix 14042 
St. Petersbtrrg, FT, 344228 

u u b n c c  I Y U .  VUVIVI-YA 

Progress Energy Florida 
Witness: Thomas Lawery 

PEIiMITXUIvBER. FL0000f59 Exhibit No. (TL-2) 
Ismmct date: May 9,2005 Page 5 of 34 

Expitation date: May 8,2030 

Class ET rnanne water, via Outfall 33-093, locat& approximateiy at latitude 2S* V21.6  " 3, longitude 82'41 
'56.2" \FJ- 

Pa &sting discharge from the ash p n d  to the site discharge canal and thence 20 &e Gulf of Mexico, a Class XZI; 
marhe water, via Qutfdi D-OC1, located a p p ~ ~ ~ i ~ ~ t ~ I y  a t  latitude 28' 57'34.7 I t  N, longitude 82"42 '25.8" W. 

ditn axistisrg dischazge from &e wastewater pond SYSKSXLI to the site disclarge c m d  and tbencc to the Gulf of 
MCWCO, a Class XXI mrlnc wzterter, via Outfall D-OC2, lacared approximately at faritude 28" 57'3 1 .O " N, 
longitude 82'42 '32.4" W. 

An existing discharge of N ~ c l e a  Services and Decay Reat Seawater System effluent to &e site dischsxge cand 
and thence to t h e  Gulf of Mexico, il Class 111 d e  water, via Ouffa11 D-@OF, located approximately at latitude 
2 5 O  5731.2 "N, longitude 82O42 '55.4'8 W. 

An existing discharge of Coal Pile m o l f  ft'nits I and 2) to an adjacent salt marsh, a Class LlI m h e  water, 
V i r l  OutfaIi D-OH, 'Jocilted qyroximately at latitude 2 8 O  j7' 08.8 *' PI, Io~grtude 82'42 '12.7" UJ. 

Existiny discharges of OTCW &om the Helpex Cooling Towa system to the site discharge cannl and therice to 
the Gulf of Mexico, a Class ZII nminc water, via Outfatls D-ctlil and D-072, locared approxmstely ar lathdes 
25" 57' 34.5 " N, I~ngihlde 82" 42 '32.0" W, and 2Sa 57'35.8 I' 24, longitude 82" 42 '45.5'& W, respectively. 

A3 existiap discharge ~ F i a ~ a k e  screen washwater to the site discharge canal md thence to the Gulf of M e ~ i c o ,  ~f 

Class TII marine water, via Outhli J3-094, located appproximttly at latirude 2So 57'34.4 'I N, longitude 8 2 W  
'30.4" w. 

Znteraal Discharges 

hn existing discIwge ikon; intemal outflall I-FG Regeneration IIVaste h'elm&afizat T a d  to ~ u t m  D-uw. 

An exisridg discharge from intemal outfall 1-FIE LaunGy and Showcx  SUR^ Tank effluent to OutfrtH D-OW. 

Stormwater Discharges 

Existing discharges Q ~ S ~ O ~ ~ W ~ T X  Eomplant areas to the site intake and discharge canal and dience to h e  Gulf 
of Mexico viil. OuMXs D-100, D-200, D-3QO,D-400, D-509. and D-600. 

2 



Docket NO. U6U16Z-hl 
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Witness: Thomas Lawery 
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PERMIT NuTyfBER: FLOOOO I59 
Issurtace date: Malay 9,2005 

Exppiraitian date: May 5,2010 

1. Effluent LidS‘atlons and Monitoring Requirements 

A. Surface Water Discharges 

1. Dunng the period begiming on thc issuance date and lasting thr~ugh the expkdtmn dale of this pernit, the 
permittee is autho&zed to dischuge once-through non-contact condenser coding water (OTCFV &om Outfalls 
D-011, D012, D-013 to the site discharge carad thence the GQof Mexico. Swh discharge &dl be &ted and 
monitored by the  pennittee as specified below. 

2 .  Effluent samples shaD he taken at the monitoriag site locations listed in perrmt candition f.A.1 and as described 
bcl0w: 

I FIT-iB ! Outlct corrcspording to individud condenser for k i t  2 I 



PEXbfI'PTEE: 
Frogrtress Energy FIodda 
Crystal River " n i t s  I ,2, and 3 
P.0,  Box 14042 
St. Tetersburg, FL 34425 

Discbarge. Limitatinas 

Exprratlon date: May 8,2010 

Moeitrrring Requi rcmens 

Docket No. 060162-E1 
Progress Energy Florida 

Witness: Thomas Lawery 
Exhibit No. ( T L - 2 )  
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Description of ,%onit, ring Location 

Intake at Un:r 1, See ite-n 7 

3. 

4. 

5 .  

6. 

7 
I .  

8. 

3. 

4 



Expiration date: May 8,2010 

~ 

Docket No. 060162-E1 
Progress Energy Florida 

Witness: Thomas Lawery 
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10. EzEluent samples shall be take3 at the mohiitoxing site iocatioas listed i2 permit conriition I.A.9 and a~ described 
hdow: 

1 I 'Yne discfiargjc of metal cleaning wastes thou& this outfall is not authorized. 

12. Durkg the period beginning on the issuance date and Iasting through the expiration date of this permit, the 
pcrmrtm is authorized to discharge process wastewater fiom Outfall D-OC1 Ash Pond and D-OC2- 
Wasrewater Pond System discharges (Unit t and 2 cnmbin~n') to the site discharge canal thence to tkc Gulf of 
14Eex.ico. Such discharge shall be Ilmfted and monitored by the perairtee as specified below: 

Moniroring Requirements I Discharge LimitatLtions 
I 1 
I I I 

Oit and Grease @IG/L) 

Recoverable (UG/I,) 

5 



PERMX'nEE: 
Progress Energy Florida 
Crystal River Gmts f,2, and 3 
P.O. Box 14042 
St. Petersburg, FL 34428 

Expiration date: May 8,3010 

Docket NO. 06U16Z-hl 
Progress Energy Florida 

Witness: Thomas Lawery 
Exhibit No. ( T L - 2 )  
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Monitoring Requ ircmentn I Discharge Limitations 

Discharge! from wwteivater pond system ppiot to raking isit21 the recdvmg wm. I bFF-ti J 
14. Limi?ariuns and monitoring are required only when the ash pond is discharging sia D-OC1 andim the wastewata 

15. Dunng the penod be-g on the issuance dzte and lasting through the expiration date of f@s permit, the 

pond system is dischar,@ng via D-DCZ. 

permrttce is au&kta~;ett to discharge pruces wast;ewater from Outfall D-00%'- X ~ c ~ t m  Serviccs and Ilecay Heat 
Sea'tmtcr System effluent [incIudes dischnrges from uutfall 1-FE - Laundry and Shower Sump Tank; {LSST) 
outfall I-FG -Secondary Drab Tank (SDT); effluent fro= the Evaporator Condensste Storage Tank (ECST); 

discharges shall be limited and momtored by &e permiaec as specified below. 
om the Condensate System (CD) to the site discharge cmnal m d  thence 'Lhc CiuXofMcxico. Such 



PERMITTEE: 
l'rogess Energy Flox-da 
Crystal &ver Units 1,2, and 3 
P.0. Box 24042 
St. Petemburg, FZ, 34425 

P E W T  NUMBER: FLU000159 
Xetmce dare: &fay 9,2005 

Expixation daie: May 8,2010 

Docket No. 060162-E1 
Progress Energy Florida 

Witness: Thomas Lawery 
Exhibit No. -(TL-2) 
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P E FuMIT'TEE: 
Progress Energy Florida 
Crysral Riser Units 1,2, and 3 
P 0. Box 14042 
Sr. Pctersburg, FL 34328 

PERnlLT NUMBER: FLOOOQ159 
Issuance date: May 9,2005 

Expintion date: May 8,2010 

Docket No.- 
Progress Energy Florida 

Witness: Thomas Lawery 
Exhibit No. -(TL-2) 
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Pnramefcrs (units) 

Snecti-us CTl300, See item I A.18 

16. Effluent samples shall be taken at "che monitofing site locations listed in permit condition I.A. 15 and as described 
below: 

1 I J 
At tbe bolkhmd linE which is near the down Weam cnd o f  the dte discharge ma! .  

Prim 10 mixing wrh site discharye cmat. I EFF-7 I 



PEICVTTTEE,: PE.RlaT NUMBER: FLOOOO159 
PTO~ESS Energy Florida Issuance the: bray 9> 2005 
Crystal fiver Units I ,2, and 3 
P.Q. Box 14042 Expiration date: May 8,2010 
St. Petessburg, ?I. 34425 
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29. ‘Ile pernuttee shail initiate the series of tests describedbelow be-g w i t h  60 days of the iss.x“e of ‘;he 
permit to evabate whole eauen? toxicity of the dischuge fcom OutfaU B-003. kll test spectcs, P:OCC~W~S and 

be in accordance with Merhads for &&yine Acute Toncftv of EBuen@g& 
5” ed. EPA-821-R-02-012, or the most current edition. 

?%e co~tral water and the e€fiuent used will be adjusted to an appropriate s a l s @  uskg zrhficial sea salts as 
descnhed in EPA-~21-R-Q2-#1%, Section 7.42, or the most current editioo. The appropriate tests salirJ-hty shall 
be determixed as follow: 

%%cn the salinity of the efflueent is beitvem I. and 7 parts pes thousand @pt), the following salinity adjustmznt 
shall be used in the test of 5 00% effluent. For the Americarnysis ioassays, the et%luent and 
%e coatrolfO% e€fluent) shall be adjusted to a salinity of 7-1.1 pp test wing amficiai sea 
salts. No salinity adjtislx” s l d  be done €OK the Menidis ber 
When the salimv o f  rhc effluent is @cater than 7 pafts per thousand, no salinity adjusmenr shall be macle and 
&e test shall be ruxp at the e€fluent’s sa1init.y fox both species. 

A standard reference toxicant quality ass‘mnce (QA) acnte toxicity test sMl be condwicd co~~urrcntly or 130 
greattfr than 30 days beyore the date ofthe “routine” test, with each species rued in the toxicity tests. The rcsulh 
of all QA toxiciry xes’s slid1 be submitted with the discharge monitoring regart {DlvLfC). Any deviation from the 
hiussay proccdum outlincd herein shalt be submitted in vvn.ting to the Department far review and ~ ~ ~ T O V Z I ~  

psior to use I 
3- (1) The permittee sfiall caxlduc? 96-hour acute static renewal toxicity tests using txle mysid shx-hp2 

hericampis  (;Llvsidovsis) bafii$ and the inland silverside, klcnidia herrflina. ,411 tests will be 
conducted QII four sep es collected at eve&>-spaced (6-h) intends ovex a Whom 
period an6 used i3 f ~ u r  sepaxate tests in order to catch any peaks of ioxkity and to account for daily 
variations in effluent quality. 

(2) @‘control mortality exceeds 10% for eitber species in any test, the test for &at species (inchdiag &e 
controI> shall be repeated. A test Rill be coilsidered valid only if control mortality does not exceed 
10% for either specks. 15 in any separate grab sample test, 100% mortaliy OCCUTS prior to the: md of 
the test, and control mortdity i s  Iess than 10% at that time, &at tat (incIudiag the control) shall be 
temimted with &e conr;hsion that &e sample demQnstrates unacceptable acute toxkky. 

b. (1) 

tests which demonstrate b t  no lutacceptable taxicity (as defined in d. 1 .) has been identified, xhc permittee: n a y  
petition the Depament for a reduction in momtonng fkeguency. 

n e  toxicity tests spfpeciiied above shall be conducted ORC~: evcry tuio months mtil6 valid 
tests are complered. These tests are refcned to a5 “routine” tests. Upon the completion of six valid 

(2) Results from “routhe” tests shall be reposted according to EPA-821-R-02-012, Section 12, R?port 
Prepmation (or &e mast cunent edition), and &ail brrc submitted to: 



P ERbKI’ITEE: 
Progress Energy Florida 
Crystal River Units 1,2, and 3 
P.O. Box 14042 
St. Petersburg., FL 34425 

PERiilIT NU.%€VIHEIE: FLOOOQ159 
Issuazicc date: May 3,2005 

Expiration date: May 8,2010 
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iii. FOT each of the additional tests reqaired, the calculated LLCSO value should be entered on the DMP. 

(I} Ad ‘kouthe” ZtssTs shall be conducted using a control (0% eBuent) and one test concentdon of 100% 
for rhat test species. 

c. 
final effluent, 

12) Mortalities of greater than 50% in ;my sample of 100% effluent in any “routine” test ax ;in LCSQ of less 
xhnn IO#%& effluent in any addditionaI definitive test \dl constitute a li~olation of these permit c o n d i t ~ o ~ ~  
md Rule 62-4.234@)(a), F.A.C. 

d. ( 2 )  If unacceptable acute toxlciw Qycater &XI 20% mortaliiy in any grab s a q l e  of X 00% effluent) is 
determined il a %“e” test& the permittee shall conduct three additional tests on each species 
indicating acrite toxic~fy. l%e fist addiboml test WLK hcluzie faux gab samples taken BS described in 
8.1. and ma as faux scpilrate dcfzitiu.fr anaIyses. The second and third additional definitive tests wlll be 
run on a single grab sample collected on the day mi time when the greatest toxicity was identified in 
&e “routifle” test. Results for each additiod tcst wiu. include the dettmhation of GC50 values wlth 
95% coddence limits. 

(2) Each X ~ % O R ~  test shall be conducted using a control (0% efihent) and a minimunl of five dihoUS: 
lOO%,50%, 25%, 12.5% mti 6.25% effluent and a control (0% effluent]. The CNUrion series maybe 
mo&iiied in die second and third test to mate accurately identie the toxicity, such that at least two 
dilutions &ow md mw dilutions below the targes toxicity and a control (0% effluent) are run. 

(3) Far each additional test, rha sample collection requirements and the test acceptability criteria specified 
u1 secbon a. above must be met for the test to be coxsidered valid. The first tesr shdl begin tritl& two 
weelcs Qf the end o f  the “routme’‘ tests, and shall be coaducted weekly tlEXii&er until t h e  additional, 
valid tests are coiqieted. The additional tests wiyi71 be used to determjne if rhe toxicity found in the 
“routine” test is $til4 present 

submdted 51 S b g k  rcpolt preparcd according to EPA-821-.&02-E)1.2, Seetion 12, or the: mast CtrrrenT 
cdition and submtted wtEn 45 days of completion afthe thkd additional: valid test. If the additional 
tests demonstrate mcceptablc toxkity, be p d t t e c  will meet ~ 6 t h  the Department main 30 &ys of 
the report submittd to iden@ corrective actions necessary ta remedy &e umcceptable tuxicity, 

(4) Resulb froin additioixii tests, required due to unacceptable to ity in the “ruuliile” tests, shaU be 
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I 1 Discharge Limitstions MMO nitori ng Requirements 
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25. Drxinng the pexiod beginning on &e issuance dare and lasting &rough the  exppiratmn date of this perrmt, the 
permittee is authorized to discharge oace-kough noa-contact coolag water from Outfalls 1)-071 and D-0'72 
Helpper Coo1hg Tower to &e site discharge cmal an6 thence to &e Gulf of Mexico. Such dischrge shall be 
!imited 2nd monitored by rhc permittee. as specitied below: 

26. Effluenr samples shall be i&cn at the mozitcring site Iocacioas listed in permit condition I.h.25 and as drscdxxi 
below: 

13 
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[-'- Discharge Limitatioiis Monitoring Requirements 

34. Stomiwater €rom'No. 2 Fuel Oil TaakDikcd Petsolcum SCoragc 01 R;rx&kg Area. 

a. 
che foFoIlawing conditions are XE&: 

b. 

Peiuiittee is authorized to discharge stomxvatcr from diked pe'craleum storage or 3andling areas, provided 

Such discharges shall be limited and monitored by the permittee as specified below: 

1. Thr: facility shall have a vdid SPCC Plan pursuant to .SO CFR 112. 

2. h drdmhg ?he &ked area, a ponabible oil sk imcr  or similar device M absorbent material shall be used 
to remove oil and grease (as indicated by thc presence of a sheen) immediately prior to d r a h h g ,  

3. Monieorhg records sha11 be maintained in the form of a log and shall contain the fdlaeng 
information, as a ruhhi": 

' 

a.) 
b.) Estimated volume of discharge, 

c.) 

d.f 

Date and time of discharge, 

h t i d s  of person makktg visua! bspec~on and authharkbg discbgc,  2nd 
Observed condidam of  storm water discharged. 

3. I'IXE shaU be no discharge off lo at in^ sotids or visalc foam in other than trace amounts and no 
d i s ~ h a g ~  of a visible oil shccn at my time. 

35. As spcclfred above, sampling for the stom wartx discbge shall be: conducted once per discharge event. 

36. '3llcru shall be no discharge of floating solids or vrsible foam in other thnn tTace m " t s .  

37. The discfusge shU not CZLLX a visible sficen on the receiving water. 

R. Underground Xniectiicin Controi Svstems 

'r2,iS section is not appliczbblt: to this fxcility. 
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- D. Other Methods of Disnosal or Recvciing 

There shd  be no discharge oEiadustnd wastemter fiom this facility to ground or surface warers, except as 
authoked by "his permlt. 

E.  Other Limitations and ZC.Xonitorino and Reportintr Requirements 

1. 

2 .  

3. 

The sample cof!ection, andytical test nethods and method detection limits (MDLs) applicable to this permit shall 
be in accordance with Rule 624.246, Chapters 62-1 6.0 and 62-651, F.A.C., and 40 CFR 136, as appropriate- 'The 
list of Department estabiished analytical me?hods, and corresponding IvfJ3I.s (method detection l;rzits> znd PQLS 
jpmctical yuantlficatbn limits), whrch is titled '*FFrorida Department, ofEnv~onnenta1 Protection Table as 
Rc~ukeri  By Rule,G2-4.24$(4\ Testirirr Methods for Discharges to Surface Water: dated June 21, 1996: is 
avaiktble from the Department on requesz. The RlDLs and PQLs as described in this Xist shall constme the 
minimum acceptable &%DL;PQL values and the Departmznt shall not accept resultS for which the hbursrtory's 
MDLs or PQLs are ggeater &an those descnkd above unless ahemate Mi3I.s and/or PQLs have been spccificalty 
approved by the Department for this permit. h y  ?nethod hcluded in &he Est may be used for reportmg as long as 
it meem &e foollow+g requirements: 

llie laboratory's reported MDL and PQL values far the particular method must be equal or less than the 
corresponding me&od values specified in the Department's approved MDL and PQL hs-t; 

b. lZre Idxnitorj reporred PQL for the spec& parameter is less that or equal to the pennii 1mit or the 
applicable water qmlity criteria, if any, stated in Chapter 62-302, F.A.C. Pasmeters that are listed as 
'"report only" in the permit dzdl use methods that provide a PQt, nrhrch is e q d  to or kss than &.e 
applicable water quality critt-ria stated in 62-302 PAC; and 

c. l f&e PQLs for all methods available m the approved lis? are above the stated permit. iimx or appbcable 
water quality cxitcna fm that parmeter, lbeu h e  method with the lowest sated PQL shall be used. 

??%ere the analyticai results are below method detection or practical qumtification hits ,  the permittee shall 
report die actuaf laboratory iclDL ancllor PQL values for the analyses that were perfomid following the 
iztsnucdons on the applicable discharge "%toring repon Approval of alremate !rzboratov MDLs or PQLs are 
act necessary if the laboratory repnrtod -WLs and PQLs are less than or equal to the p e ~ t  lirnit or the 
applicable water quaGty criteria? rf any, stated in Chapter 62-302, F.A.C. However, where necessary, the 
prmirree may r e p s t  approval for alteraative roelhds or for a1remat.i~ .MD?s and PQLs f ~ r  any approved 
andy-tkal method, in accordance with the criteria oERules 62-160.520 and 62-140.530, F.A.C. 
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DMRs shall be subnSfted for each required monitorhg period including months of no discharge. 

Florida Depparzmtmt of Eriviromnental Prorectitm 
Wastewater Complianx Evaluation Sectioq Mail Station 3550 

2600 Blair Stone Road 
T;tIPikassee, Florida 32399-2400 

'I;;vin Towers Q E c e  Building 

SouThwcst District Office 
3804 Cocomt Palm Drive. 
" p a ,  FIorida 33619-8378 

Phone Number - (S 13) 744-6 t 00 
FAX Number - (8 13) 744-8 198 (All F.4X copies shall bt: foflowsd by original copies.) 

T'ne perminee shall provide safc access points for ubtauiing repstsertkarive simples whkb are required by this 
pcm1 it. 

If' there i s  no disclrargc froin rhc facility on n day scheduled for sampling, the sample shaii be collected un the 
day of the next discharge 

Tlxm shdl be no dischargt: of polychlorinakd biphenyl compounds. 

Discharge of any p~oduct registered mder thc Federal Insecticide, Fungicide, and Rodwtiiticidz Act to any waste 
s t ream which uitimately m y  be released to warers of the State is prohibited unless specifically audmnzsd 

or to the usc of Iierbicides if wed in accordam with hbeled insfructions mind any applicable State permit. 

A p e m ~ t  revision from rhe Departtment sfialf be required prior io the use af any biocide or chemical additwe 
iacd i3 the coolir?g sysrew or my other porrion of the treatment sysrenr wEcb may be roec to aquatic life. The 
p e m r  revision request shall hcludc: 

eIsewf.tcre in ttils permit. Thk lequirement i s  not aftpfic u products used for 1awn m d  ag 
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10 

11 

22 

1.. 

3. 
b. Frequencies of use 
c. Qumtities t o  be used 
d. Prop~scd e ~ u m t  concentration9 
e. 

H w e  mii general con-qosition of biocide or cbemicd 

Acute andior chronic toxicity data (laboratory repons shall be psepared accordkg to Section 12 ofEPA4 
dociment no. ~ ~ ~ . ~ ~ ~ # / 4 - ~ ~ ~ ~ ~ 7  entirled, =&&$hods hi k f e a s ~ e  rtie Acute Tusicitv of%flu$11ts a d  

or most current adrition.) 
f, Product dau sheet 

'fie Department shall review the above idomiat~on t o  determine S a  substantial pennit rcvhion is 
neccssilq. Discharge asstlciatcd wiuarh thhe ase of such biocidc or chcrnicd is nut authorized without a p e d t  
revision by the Dep.drtment. P d  revisions shdl be pxocessed in accoxdanct with the raqtihnents of 
Chaprer 62420,  FA.C. 

Discharge of any waste resdtbg from the combustion of toxic, Sazardaus, DT metal cleaning wastes to any waste 
stream rvbich u l b t e l y  dischmges to waters of the %ate is prokibited, unless spec%cally authorixed chcwhcre 
in tius pemit. 

hwj bypass ofthe Izeatmea facility which is not included in &e "itorhg specified in I.A, 1.3, X.C, or ID, is 
to be monitored for klow and d l  ofhex required parameters. For parameters other hrtn flow, at least one grab 
sample per day shall be monitored. Baily flow 5h.d be monitored ar eszhxed, as appropriate , to obtam 
rqmrtable data. Akl momtoring result3 s l id  be reported on h e  appropriate DMR. 

The Pennittee shall contime compEmce with rhc: facility's Manatec Protection Plan approved by the. 
Department on Mafay 15,2002. 

g. Produci Iabel 

In the event that waste s t r a m s  .froin v w h s  SQ~XG'GBS are combined for treatnxent or discharge, the quantity of 
each pollutant orpoIIutant property attributable FO each contPoLled waste wwce shall not exceed the specified 
limitation for that waste source (ref. 40 CFR Section 423.15@);1974). 

14. Condenser Maintemce P i o w  

a.} ' f i e  p e d t r c e  is authorized to use SLDTEC, a mechanical on-line condenser maintenance service program 
at Units 1 md 2. 

b.) T h e  permittee is authorized io use h e  existmy hemp  Coade~cx Clcamg System at Unit 5, or an 
equivalent system Hcluvevw, my substanrive change tp the cleaning ball devices or ball retrieval sysrcm is 
subject to approwd by the Dcq"&nt.. 

15% The permittee shdl d ~ ~ e t o p  a Plan of Study (PUS) for seapass moairorhg pursuant 10 the schedule in f t ~ m  
V1.2, including a proposcd implementation schedule, €01 continued moritoxkg of scagiass recovery. The 
D e p m e n t  will rcview &he evvaiution plan and implcmentatiun schedule for xe.iision, as needed 

16. The Permittee shall devcIo;, an evaluation plan ia accordance tvitfr Rule 62-302.520.(1), F.fl.C., pursuant 20 the 
schedule h item VI. 3, including a proposed iqlcmentatian schedule, desigxihed to determine any effects on 
biological somm~tics &urn &e heared water dischrgc to Crystal Bay. The plan shall ad&less monitoxing of 
submerged gasses, benxEc macroinvertebrates, and orher aquatic sptcics as appropriate, a d  shall incfudc 
reportiag rep;Jemnis. The evdua!km plan shall incarparate existirig data developed by the Pemidea and 
siwilabl'ie data othrjr sowces as well as any additional momtoring to be conducted by the Pedftce, if necessary. 
The Repa&" will review the evaluation plan and hplemen~ation schzdale for revision, as needed. 

17. 'fie Pemriztee is authorized tu u5e the fo'ollawing previously approved chemical additives and biocides: Spcctms 
GT-1300, D~anodic DN2140, Spectms HX1103, Spccirus NXITOO, and F3amrrol AFI440. 
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TI. industrial Sludge 3Xanngement Requirements 

Ths sectbtl riot applicable to this facixty. 

111. Ground Water Monitoring Requirements 
This section is not applicable to this facility. 

tV. Other Land Application Requirements 
L a d  application requirements for *&is facility are regulated by separate Deprtment permit FLAO 16960. 

V. Operation and ZClsrintenance Requirements 

A. 

I ,  

Orwation of Treatment and Dfsaosal Facilities 

The permittee shall ensure &at the operation of this fwifiy is as described in the application and suppotkg 
documents. 

?hc operation of the pol1ntbn canwol facilities descnhed in this permit shall be widcr the supervision o€a pmson 
who is qlialificd by f a m l  training arnd/or practical experience in the frcld of water poIXuti~n control. 

2. 

I .  

a. 

b. 

c. 

d. 

e. 

f 

for IslspcctiaTln: 

Records of all cornpXiance monrtoxhg information, hcluding all calibration aiid maintenance records and all 
o~i$;inal. strip chart recordings for contc:nuous monitozing ms?nrnentanon, iocluuding, if applicable, a COPY ofthe 
laboratory ctrt&c&m showing the certification number of the laboratory, for at least t hee  years from the &te 
the sanpfe m messlltemeut was trthn; 

Copics of d l  I ~ S ~ O F ~ S ,  odex *an those required in ~tem a. and f. of Ms section, rtquiredby the pcrmt fbr at least 
three years kom &e date the report was prepared, unless orherwise specified by Department rule; 

Recoxds of all data, including reportrj md documents used to complete the application for the permit for at least 
three years from the date &e application was EM, unless 5them1se specified by Departmtnt d e ;  

A copy of the cunent penlit; 

A copy of any required record drawhps; 

Copies ofthe fags and schedules sliowing plant operations and equipment maintenance for ~Ixce years &om d.le 
date an the logs or schedule. 
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VI. Schedules 
1. 

. 2 .  

3. 

5. 

5.  

6 .  

h Best Management Practices Polhtion Prevention f3MF3) Ran shall be prepared mad implemented in 
accozhce  \vi& Part VI1 of *&is p a ”  and the fo‘nllosvkg schehlc: 

Within &me month after issuance ofthis pennit, the P e ~ i t & x  shall meet rvitfi rhe D e p a r t n t  to discuss the 
content o fa  Plan of Study {POS) for a scagass study h accordance with &E requirements of I~cm LE. 15, and 
shaH submit tine POS wi&k SLY months of issumce ofthis permit. 

Within six months after issuance ofthiis pcrrnit, the Permittee shall meet with the tkpartmcnt to ~ ~ S C U S S  the 
content ofa Plan of Study (POS) fox biologicd monstorhg in accordance with the requirements of Item I.E.16, 
and shail sxbntit &e PO3 ulfhin tcveive months of issuance of this pennit. 

?“ne pennittee shall achieve compliance with the other conditions of this permit as follows: 

Qemtiond level attailed Issuance Date of permit 

HCI later than 14 calendar days fullowins a date identified in the above schedule($) of compliance, ihe permittee 
shall sub” either 5 repcart o f p r o p s s  or, in the case ofspeciiic actions being required by an idenfired date, a 
stTi;Men notice of compliance UT nommpliance. In die fatter C~SC, the notice skdl includr: the causc o f  
noncompliance, m y  scmcdial z c c a ” ~  taken, md the probEb&ty of meeting the next scheduled requkentent 

The permittre shall comply Rith the require~ncnts of 40 CFRpart X!j.S)(a;)(l) and (2) no lata than upon 
suhmittai o f  a timely appkatha for permit rencwd, scbmitted pursvaat to the requkements of coildrtion vI1.c. 
of t1Gs pennit. 

VU. Other Specific Conditions 

A. 
I. 

SpecMc Conditions Amlicable to AJI Permits 
Drawings, plans, documents or spec%carions submitted by the pedt teo ,  not attached hemto, but reiohed on file 
at &e: Southwest District Ofice, 

Whwc required by Chapter 471 [P.E.) or Chapter 492 (P.G.) Florida Statutes; applicable portions drepo~ts io 
be submitted under this pen&, shall be signed a id  sealed by the professional(s) who prepared them 

This permit satisfies Indwnial Wastewater progam permitting requiremmts only and does not authorize 
operation of &is facility prior to obtaining m y  other pennits required by local, state or federal agencies. 

made a pathereoE 

2. 

3. 

R. Specific Conditions Related to Construction 

This section is not applicable to this faciliq. 
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2 .  The pemttee shall apply for renewal of this permit on the appropriate form listed in RuJe 62-620.910, F.A.C., 
md in the manner established in Chapter 62-620, F.A.C., and 'Jle Department ofEnvka.nmental Protection Guide 
10 Wastewater Pemirting hncluding submittal o f h  appropriate processing fee Set forth in Rule 62-4.050, F.A.C. 

3. An application filled in accordance with s~bsections 1. and 2. ofthis part shall be considered timely and 
su€6ciet:t. When an application ~ O T  renewal ofa permit is timely and sufficient, the exisring p e d t  s h u  not 
e q k e  until r i x  Depwtrneent hs takeri final action cm the appiicatioa for renewal m until %e last: day for seeking 
]u&cial review of &e agency order or a larer date k e d  by order of the reviewhg court. 

4. The Pate suhmitd of a renewal apphtion shag be comidered t h d y  and suEcient for the purpose of extending 
the effectiveness of the expiring permit only if it is sub,nrit&ed and made complete before the c,piration date. 

20 



UocKet no. UOUIOL-M 

Progress Enerm Florida 

2. 

Witness: Thomas Lawery 
Exhibit No. -(TL-2) 

Page 24 of 34 

PERXQT XL-hBZX: FLO000159 
Issuance date: May 9,2005 

(8) "PMP3" mems ii best Management Plan mcolporamg the requrrenxnQ of40 CFR $ 122.44, Sulbpart 
K, plus pollrtaon prevention t e c h i p s  associated with a Waste Mirrimk~ation Assessment. 

(9) "Waste h4inuslization Asscssmmt'' nea r s  a systematic pkzmed procedure with &e cbjective of 
idc-ntiEyug ways to reduce ox eliminate waste. 

Best Manarenxnt PracticesrPailution Prevention Plan 

'I'he permittee sbatl develop and implement a RM23 plan for the fac whch is the source ofwastewater and 
storm water dischxge~ covered by this pennit. 2%: plan shall be dvected toward reducing fhose pollutants o f  
coxlcem which discharge to sw€ace waters and shall be pepared in accordance with. good eEgiaeer'hg. and good 
housekeeping practices. For the purposes of this pemt,  pollu:mts ofconcem shall be Ihitcd to toxic 
poljut", as defined above, LOWII to the ciisctiarger. The p l a ~  shall address all actll/ities which could or do 
contribute these pollutanrs to The sruface water discfizrge, indud;ns process, trcament, and XQCll1W X t i V l t k 5 .  

The BMP3 plan shall contain &e following components: 

a. Sipatofy Authority & .Mawgemeat RspoasibiIities 

Tke Bb.E3 plaa shall be signed by the pennittee or their duly authorized. representative in accordance with rule 
62-620.3O5(2)(t1} md (b). ?'he B&@3 plan shall be reviewed by the plant cnvironmentaIkngkwhg sraff and 
plant manager. 'IxQere required by Chapter 471 @.E.) or Chapter 492 (P.G.) Floozicia Statutes, applicable 
portions of the R & P 3  pliin shall be sipied and sealed by the Frofessional(s) who prepared tbern. 

A copy ofthe plan shall he retained at the faciliry and shall be made available to the D e p m e n t  upon 
request. 

'fie BMP3 plan shall contain a wcittm statement from coporate ar plant r"gerncnt indicating 
management's ccrrmiitmcrit to the gods of the BMP3 progam. Such sraremntr; strall be publicized or made 
known to all ficility employces. Maangenent shall also provide naizling for the indhiduals respamibic for 
implementing the BMP3 plan. 

b. Bh@3 Em Xequimmnts 

(1) Name & description of facility, a map ~lh~.stmtin,n the location ofthe facility Cfs adjacent receiving 

(2) Overall objectives (both shoii-term and long-rem) and scope af tbe plarg specif'nc ieducfion goals for 

waters, and othez ~ p s ,  plot plans or drawings, as necessary; 

pollutants, ailticipatcd dates ofackicvemem of reduction, and a kscriptioo a f  means for achieving each 
reduction goal; 

( 2 )  A description o f  procedures rcfative to spill prevention, conEoI & countemeasures and a description of 
measures employed to prevent stom water contamination; 

(4) A description of p c t i c c s  invahing preventive maix~teamce, hausekeping, recordkeeping 
inspections, itnd plant: security; and 

c. Waste Minhizagon Assessmmt 

*&e p e d t t e e  is encomaged but not required to coaduct a waste minimization assessment (W> for 15s 
facility to de temine sctiosls that could be taken tu reduce waste loadings and ehemicill losses to ail 
tmstewatcr andi'or s tom tvatcr streams as descnbed in Put VTx.D.3 ~ftfiis permit. 

If the Permirftc elects to develop rind iq!ement a L%?d&, intbmation on plan compomnrs can be obtained 
fro112 h e  Depamneds lnGustriaI ?Vastewater tvebsite, or Eom: 
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Florida Departmenl of Enmomentd Protection 
Inntiustrial Wastevater Section, Sfail Statlan 3545 
Tmh ?'owcrs Q E c e  Building 
260G Hair Stone Road 
'f'allahassee, Florida 32399-2400 

{SSC) 245-3589 
(8.50) 245-8669 --Fax 

d. Best Management Pra~t ice~  & Pollution Prevention Committee Recormnendcd: 

.k Best Managa-nent Practices Comnniaee (Comdtee) should be established to direct or assist in the 
impicmtlnhtian of ?he BMP3 plan. 'The Conimttce should be compriwd of individual$ w 3 h n  the p l m  
orpnizathn who are rcspowit.de ~ O T  developing fie BbP3 plan and assistins the plant nunagar in i ts 
implementation, monitoring of success, and re\%ion. The acrivities and responsibilities of the Coimit~ee 
should itddress all aspects ofthe facilitygs B " 3  plan, The scope ofrcsponsibitifics of the Camittee 
should he dcscnbed h the pIm. 

e. Eziployee Twinillg 

E ~ n p b p  trakxirig program shalt intom personnel at aL! levels of responsibility of the components 22 goals 
o f  the RMP3 pkn and shall describe employee rt,sponsikiIitiies for implementing the plan. Training sha!I 
address topics such as good hausekeepins, nakrirrls management, record keeping & report@& spill 
prevention & respcme, as wen as specific waste reductron practices to be employed. Training shall also 
disclose how ~ndividual enlployees may cantribute suggesriops concenhg &e BMP? plan or suggestions 
regarding Yollutian Prevention. The plm shalt identifv periodic dates for such trai&g. 

f. Plan Development tsz Tmplementation 

Tfie BMP3 plan shall bc hplsmented upon the effective date of this perm& unless any later dates are 
specified in this p e m k  If a %'M,4 1s ongoing at rhe time of development os kqdmnentation it may bc 
descnbed in the plan. Any waste reduction practice whkh is recommended for hplementation over a 
penad of time may also bc identified in the plan, including a schedule far irs impfernentation. 

Submission of Plan Summary & PrugressfUpdate Reports 

{ 1) PIan Sum.aq: Xot later ~ h a n  2 yeas after the effective dare of the p e . ~ ~ ,  a s ~ m l l l ~ l l y  ofzhe BMP3 
g. 

plan shall Ee develqed and maintained at the hcility nnd made available ta the D e p m e n t  upon 
request. 1%~ sumnary shall indude thc fuollowing: B brief description of d e  planfn, its impicnieniatlon 
process, sche&des fox iniplcmenting identified wastc rgduction practices, and a list of all wastc 
reduction practices being employed at. the facilky. The resuh of wh/Ltli studies, as well as schedukd 
\%"%?pi activities may be discussed. 

documenting kq&mentiition ofthe plan shall be minlalned at the facilixy and made avaihbk to the 
tkpartment. upon request. The rqoxts shH discuss whctha or nut implementation schcdrrles wcce mct 
and revise any schcdules, as necessary. The plan s!siwll also be updated as necessary and &e a t t a h e n t  
or progress made t a ~ a r d  specific pollutant reduction targets documented. Rcsults of UIY ongozng 
YiShiLh sttidies as weif as any additional s~heduks fur implementation o f a ~ r e  rcdttcaion practices may 
be included. 

( 2 )  ProgressilTpdnte Reports: hnual ly  thereafter for &e duration of the permit prugress/update reports 
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PERMIT h M E R :  F~o0001%? 
Ismaace h t e :  May 9,2005 

Expiration date: May 8,2010 

(3) A recommended tlnemble for t he  vanous plan requkments foflows: 

Timetable for B,W2 Plm: 

--.l- ELZh4E;r;T 
Complete Wit&\ ('if 6 nicnth 
appropriate) 

_I_ "&E FROM EFFECTIVE DATE OF THIS PERMIT. 

ProgcssTUpdate Reports 3 yeas, and hen mwliy thereafta 

The permittee shall maintain the pian and subsequent reports at the facility nnd shcrll make t j le plan 
available to the Departmeat upon request. 

h. Plan Retiew 9 Modification 

If following review by ?he Dpzrtme&t, the B-W3 plai is detennined insufficient, the permittee wll be 
Ilot&d &at the Bh@3 &XI does not R X C ~  ooe or more of the m i n "  requirements ofthis Part. Upon 
such notification &om &e Repment ,  the pennittee shall amend rhe plan and shall submit ta the 
Depepartwnt a wkten cmtificatim that &e requested changes have been made. Unlcss athem5sc pruyided 
by the Depatment, the pcr&tee shall have 3Q days after SLI& notification to d c  the changes necessary. 

The permittee shall mo&Ej the BkfP3 plan whenever there is B change in design, consf3llc~on, operation, or 
inamtenance, which has ~l significant effect 02 the pekatisll for the discfi f pollutzu~ts to waters of the 
State or if the plan proves to be meffecdve in achievbg the general objectives ofreducing pdlutants in 
wastewater or stom water discharges. Mo~ca t ions  to xhe plan may be reviewed by the Departmerit in the 
samc m e r  as described above. 

a. That my activity has occurred or will occur which would result in the discharge, on a rouhe  or frequent 
basis, of any toxic pollutant which is not limited in the p e d %  if that disckzge wizl cxceed &e highest of the 

(I) One bm&ed microgTams per liter, 
(2) Two hundred r ~ c ~ ~ p i i  per liter €or acrolek and acqloniuib; five hundred micrograms PCT liter for 

(3) Five ;times the m a x i "  concenbtion value reported for that poilutant in the permit 

f O ~ ~ O ~ g  lev& 

?14-dinkopherrol and for 2 - m e t h l i l - 4 , c j - ~ ~ o p ~ e ~ o ~ ;  md one milligram per liter for a 
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PERMITTEE: 
Progress Energy Fh?.ida 
Crjsral River Units 1. ,2, and 3 
P.O. Box 14042 
St.  fetersburg, FL 34425 

PERMIT NUMBER: FLOOOOlS9 
Issuance date: May 9,2005 

Expiration date: May 8,2010 

F. Reopener CYause 

1. The permit shall be revised, or altenaiively, revoked and reissued in accordance w;th the provisions conmined 
ul Rules 62-620.325 and 62-620.345 F.A,C, iEappiicabk, or to carqly %:it% any app’licable efftuenr stantkd or 
lirnintion issued QI approved d e r  Sections 301@)(2)fC) and (D), 304@)(2) and 307(ajf2) of d e  Clem Water 
k t  (the Act), as amended, if the effluent standards, limitations, or P;ater quality srmdards so issued or 
approved 

a. Contains differcnt conditions or is otfrerwise more stsingent rhan my condition in the pmnYor; 

b. Controls any pollutmt cot addressed in the permit. 

The permit as revised u t  reisma under &is paragraph shall contain any other regubemenb iheu applicable. 

The pennit may be reopened to adjust effluent limitations or monitoring requirements should fitme Water 
Quality Based Bffluent Lirmtation dete-a~oru, water qmiity mdies, DEP approved changes tn water qu;xIity 
sinstd~ds, or other infom-ation show a need for a different limitation or rnonitorkg requirement. 

Thc D e p m c a t  m y  Jevevdop 8 Total &l&”k Daily Load (TMTJI,) during the life of the pem& Once a 
‘IMDI, has been established and adopted by nile, the Department shall w,-ise this permit to incorporate &e final 

2. 

3. 

tinhgs of &e ThfDfl.. 

VI1T. Genera1 Conditions 
I. nit: term: condittims, rcquiremexlts, limitations and restrictions sct forth in thzs permit me bindkg and 

enforceable pursuant. to Chapter 403, F.S. Any p c d t  noncompliance constitutes a vioIatiion of Chapter 403, 
F.S., and is grounds for enfmcemeut acrion, perinit tenninatiiaa permit revacation ,and rcissuancc, or p c A t  
revision. [&?-620.61&’1), F.A. C.] 

This permit 1s valid orlly for the specific processes aad operations applicd for and indicated in efie approvcd 
drawn$$ or exhibits. Any l;nautho&ed deeathn from the approved drawings, exhibits, specifications or 
conditions of this permit constitutes grow& for revocation and enforcement acnan by the Depm”nt .  [62- 
620.61U{2), F.,4. &.I 

3. As provided in Subsection303.087(6), FS,, the issuance of his pewit does not CQXWCY any vested r@ts or any 
exclusive privileges. Ncithm does i~ aurhorko my injury to public or private propew or my invasion of 
personal rQhts, nor authorize any inffinpcments of fedcral, sate, or local laws or regulations. This permit is nut 
a waiver of or appromil of ‘any other Depmnent pennit or authorization that m y  be wqui-red Tor other nspc~ts 
ofthe total project which are not addressed in tl& pennit [62-6,70.IiI0(3,l, K A C ]  

7’bis permit conveys no Firit to h i d  QT water, does not constitute state recognikkon or xcknnowkdgmen 
2nd docs not corshtu~e authoztty ~ O T  the. use ofsubmergcd lands unless herein provided 2nd the ceces 
!easehold interests have been obtained from the State. Only the Trustees of the Intern4 linprovcment ’l?mrst 
Fund may c q r e s s  Stare opkion as to title. [62-620 6JQ(4), F.A C.] 

Tlus pennit does not relieve &e pennittee from iiabllity itiltii penalties Ear h a m  or injury to human hecsalth or 
welfare, animal or piant life, or pzoperty canscd by thc c o n s ~ c ~ o n  or qmratior oftbis pernutted so~~rc-,  *. nor 
dues it allow ttie permittee 10 cause pollution in contraT7enrion of Flori& Statctcs mci Depar t“ t  r?llcs, unIcss 
specifically authosized by an order fram the Department The permittee shall take all reasouable srtps to 
n u n k ~ k c  or prevent m y  discharge, reuse ofredaimed watcr, 01 miduals me or disposal in violttth~ ofthis 
peimit mhixich has a ~ea~~nEiS3fr: likelihood of adversely affecting hurlan health or the environment. It shall not be 
a defermse for a pemittet in an ed‘orcemerft action Illat it ”ml 
permi~ccd acr;;vity in ardzr f.3 niaintdlir compliance witk  he c 

Ifthe permittee wishes io coiltinue an 1c&.6;Vi.ty regdated by ihis permit after its expir~fioa date, tbe permi.i:re 
SiElIl apgly for a:ld obtain e new permit. [I52-620.6JO(d), ?.A c/ 

2 .  

4 

5. 

e been necessary to halt or reduce rhr: 
xs cf th~s  permit. fiiZ-62D.bfO1/F/f, F.4.GI 

6. 
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7. The pennittee shall at all. t imes properIy operate and maintain &e facilip and system of trcmnent and coni~oi, 
and related appr~enaztces, b t  are installed and used by the permittee ru achieve compliance ~vith &e conditions 
of this pemit. This provision mcludes &e operation of backup or auxiliary facilities or s i d a r  systems when 
necessuj to maintain or achieve compliance tvixh the cozlditions of the permit. [62-620.610(?), F.4.C.J 

8. This permit may be modified, revoked and reissued, or terminated for cause. The &ng of a request by the 
permttee for a p e m t  r w i S h n ,  revocation and reissuance, or t e d a h < 3 n ,  or a nofificahon ofphrtned changes 
or anticipated B Q n C O ~ h l C e  does not stay m y  permit conclitian, [62-52O.lirO(c;lt, F.A. C-1 

The pemnee, by accepting this pcmi.t, specscally agrees to allow aiithorked Department personuel, mcIu&ng 
an authurized representative ofthc Department and authorized EPA personnel, when applicable, upon 
presentation of cre2entials or ocher documem as may be required by law, and at reasonable ximes, depending 
upon the nature ofthe concern bekg iavestigated, to 

a. 

b. 
6. 

d. 

9& 

Enter upon &e permittee's premises ;yhere 8 regulated facility, systs?m, or activiry IS located or conducted, 
or livhe~ records shall be kept imdcr the conditions of +Ws permit; 
Rave access to axid copy my records that shall be kept wider the coadi&ms of this permit; 
Inspect Ehc facacilities, equipmat, practices, or operations regulated or required under this perrmrt; and 
Sample ox monitor any subsrmces or parameters at my location necessasy to assure compliance with this 
permit or Departmeat rules. 

j62-m.610(91, F.A. c.1 
10. Ja accepting &is permt, i h e  pernittee uudexstaucts a d  zgces that all records, notes, moojtttrjng data, and utiicr 

iofomfion relating to  the construction or operation ofthis pemftred S O G T C ~  which axe submitted to rhe 
Department may be ased by rhe Department as evidence in any enforcement case involving the pmnitted source 
ansing under the Florida Statutes or Dopartxnent rules, E X C C ~ ~  as such use i s  proscrnbedby Section 403.1 11, 
Florida Statutes, or h d e  62-620.302, F.A.C. Such evk?ence shI1 only be used to &e extent that it i s  consistent 
with h e  Florida Rules of Civil Procedure and applicable evidentmy d e s .  [62-6ZO.610(10), F.A. C.] 

1 1. When requested by rbc Department, the permittee shall within a reasonable h e  provrde any infomation 
required by law wbkh is needed to determine whether there is came for rewing, revoking and reissuing, or 
texminatmg this pennit, OT ta deterroinz corrpliance ~ 4 t h  the pcmir. Tho perrnitrcc shl l  atso provide to the 
Depament upon teqLiest copies of records required by this pemit to be kept. Uthc permittee becomes aware 
oZreIevstnt facts that were not submirted or were inconect in &e pem;it application or in my rcpurt st, the 
Lfepxutmmt, such &CIS or ia6omtion shall be promptly submitred or corsectiom promptly reparted to the 

12. Tdnkss specifically stated otEzem%e in Depament d e s ,  the pem%ee, ia accgtiztg this pennit, agrees to 

Dc~sBxIE~~. f&?-rF,0.610(lltI,ld FA. C.] 

comply wkh changes in Depmenr  d e s  and Florida Statutes after a reasonable time far compliance; provided 
hoowever, rhe permittee docs not waive any other rr&ts granted by Florida Stanrtes or Department rules. A 
reasonable t h c  for cnniplimce with a new or mended surface water qualily standard, 0th~~ &an those 
standarch addressed ia Rule 62-302.505, F.A.C., shall include a reasonable time to obtain or be denied a miwiOig 
zone for the new OT amended standard. [62-620.6jU(12), F A  C.1 

accordme with Rule 6.2-4.052, FAC. [62-62U.CiiOff3), F.A.C.] 

permittee shall be liable for aay oaucompliance of the pedt ted  activiq uti1 the D e p m e n t  approves the 
tsmsfer. [62-620.61Ofi'4), FA.  C.] 

15. T ~ c  penfittee shall $ve the Depamnent writtm notice at least 60 days before inactivntion or abandonment ef a 
n7asmvater facJity and shall spec@ what steps will be taken to safepaxd public liealrh and safety during and 
fnIlowkg inactivation or abandonment. [62-62Ov6l#(15), F.A. C.] 

13. ?'he p e m h e ,  an accepting this pemk, agrees to pay &e applicabIe scgulatoxy program and sweiflznce fee in 

34. This pen& is &amft.rabL D ~ Y  zpon Department approval in accordance with Rule 62-620.30, F.A.C. The 

2.5 
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PERMIT NUMBER: FZO000159 
lssumce d a w  May 9,2005 

Expiration date: May 8,ZCIO 

The permittee SW appIy for a retision 10 the Department permit in accordance with Rule 62-620.300, F.A G., 
and €he Department ofExs.iiromienta1 Protection Guide io Wastewatex Permitting at least 90 days before 
construcrion of m y  planned substantial rnodificarions to the permitted facility is to COIIUTE~G~ or wirh Rule 62- 
620.225(2), F.A.C., for &or modificatiiuns to the pe,-miteed facility. -4 revised permit shall be obtshed before 
constructioz beD&s except as provided in Rule 62-620.300, F.A.C. [62-620-61 O(lf6), F.A.C'] 

The pcmittee shall give advance notice to the Departmenr of my planned changes in. the permitted facility or 
ackvity which any result in nclncompliance with permit requirements. The pemLiaee shall be responsible for my  
and all damages which may ~esult from the changes and m y  be subject to edircement action by the 
Department for penalties or revocation of rhis perrmt, The notice shall iracIude the foilowing infonnatio~~ 

a. A description Qf d e  antiC$itEd noncompliance; 
b. ?%e period ofthe m'dcipatcd noncompliance, iucludining dates and times; and 
c. Stcps being taken to prcvent Wure OCCUITBRC~ afthe noncompliance. 
[62-620.61 O(J 7), F 2 .  C.1 

Sampling and monitorins (lata shall Irc colIectecl and analyzed in accordaxe with Rule 62-4 246, Chaplers 62- 
I60 and 62-601, F A.C., and40 CFR 136, as appropriate. 

Mnnlkxmg results sllsll3e rqorted a i  &e intervals specdied elsewhme in thss. p e m ~ t  and shall be reponed 
(XI a D b ~ h g e  Mo?&~ilg Re?& (DhlRf, DEP F C W ~  62-62Q.910(10>. 

e momtors any contaminate more frequently &an required by the pennit, using Department 
approved test procedures, the results of this monitoring shall be induded in &e cafcufation and repartkg of 
rhe data subndtcd in the DMR. 
WLuZarions for all limitatiions .cvlrich require averamg of measurements shall use an a r i h e t i c  m ~ a u  unless 
ohrwisc speci5ed in this pennit. 
Any labmatory test requrred by this permit shall be performed by a laboratory that has been ceriiikd by zhe 
Dcparilnxut oEHcaPJ1 (EOH) mder Chapter 643-2, PAC., where such certifLcatmn is required by Rule 62- 
160.300(4), F.A.C. The 1abOTattX-y must he c e r h f i e d  for any S ~ C G I ~ G  metbod and malyte combination that is 
used to comply wirh &is permit. For domestic wastcwatter facilities, the on-site test procedures spccifisd in 
RaIc 62-?60.300(4), F.A.C., shall be performed by a laboratory cextificd test for those parameten or under 
the direction of ZKI opzmor certified under Chapter 62-602, P.A.G. 
Fields activlnes including on-site tests and sample colfection, rvhether p e r f a ~ ~ ~ d  by a laboratory OX a 
certlficd operator, must foollow &e applicable procedures dcscribcd in DEP-SOP-00 110 1 (January 2002)- 
Altmxite ficld procedures md laboratory methods msl). be used where they have been approved according to 
the req~ements  ofRules 62-160220, 62-160.330, and 62-150.600, F.A.C. 
[62-620.6i 0(18), f.: A. C.] 
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(3) Violation of a ma~w daily discharge Imitation for any of the pollutants specSca2fy listed in the 

(4) Any watharized discharge to surface or ground waters. 

(1) For urauthorizadrefeases or spills of ueeated or treated wisttwatm reportcd pursuant to 

p e a t  for such notice, and 

b. Oral reports as required by this subsection shall be provided as follows: 

subparagraph a.4 % ~ t  ate h excess of 1,OQO gallons per incjdent, or where Infomtion. indicates that 
pubIic health or the environment be endangered, oral repor& shall be provided to %e Dcparontnt 
by calling the STATE WARYIHG POmT TOLL F E E  W;mER (800) 320-05 141, as soon as 
practical, but no lata than 24 hours from the time &e permittee becomes aware ofthe discharge. The: 
permittee, to the extent known, shall provide the foXIowhg ini'omation bo the s@te &'ar;lkg Point: 
(a) Name, address, and telephone number of pmson reparting; 
jb) Name, address, and telephom n d e x  ofpennittee or respomibfe person for rhe disrimgtx 
(c> Dare and rime of thc discharge and starus ofdixhage (ongoing or ceased); 
(d} Ghasaetertstics of the wastewater spilled OT released (untreated or treated, indmtriaZ or domestic 

wastewater); 
(e )  Estimated amomt of SIM discharge; 
(0 Location or address of the discharge; 
(g) Source and cause of &he discharge; 
@) %%ether &e discharge vas contained on-site, aurt cleanup actions taken to date; 
fj) Desixiptiarm of =ea affected by the disdmge, hdiding name of water body affected, If any; and 
tj) Other persons or agencies contacted. 

provided to Department's Southwest D i s ~ c t  OEce within 24 hours &om the time the permittee 
becomes aware ofthe circumstances. 

{2) Oral reports, not othembc requked to be provided pursmnt to su'pamgaph b(1) abovc, shd1 be 

c. If rhe oral repart has been received w&in 24 hours, &e noncompliance has been concctcd, am3 tIx 
noncompliance did ~ Q T  endanger health ox the eavizonment, the Department's Southwest District Office shall 
waive the w&en report. 

[62-620.6I0(20), FA.C.1 

21, The pernuttsc shall report ail hstances of ooncomplizlnce not reported under Conditions VIE. 18 and 19 ofthis 
pemt  at the h e  monitoring reports are submitted. This report shall conxaia the s a m  itlfonnatim required by 
COndit& WE, 20. Qf Khh p&t. [6&62U,61#@1), F..A* e.] 

2'2. Bypass Prol.isions. 

a. Bypass is prohibited, and the D e p a m n t  may rake enforcement action agarnst a permittee for bypass, unless 
the pernittee a h t i v e l y  demonstrates that: 
(1) Bypass was unavoidable to prwcnt ioss of life, personal injmy, a severe property damage; and 
(2) There were no feasible aliesnatives to the bypass, such as the use of aim%aq treatment facilities, 

mention of unuztreared wastes, or maintmance during noma1 periods of equipmmt downtime. This 
conchtion is not satisfied ifadequate back-up equipment sbodd baye been htal led in the exercise of 
reasonable mgincering judpmt to preveut a bypass which. occursed during noma1 periods of 
eqnipmnt dotvutirne or preventafim miatenslace; and 

(3) The pedt tce  su%mimitred notices as requked under Con&tion VD.22.b. of th is permit. 
b. If she p e d t t e e  ,know in advmct ofthe need for B bypms, it shall wbdt prior notice to the Departmenf if 

possible at Iast IO days befure the date of the bypass. " h e  permittee shall sbmit notice: of an wxmticipated 
bypass witbin 24 horns of l eming  about &e bypass as r*qired in Condidan 'irllf.20. o € ? b  permit. A noQcc 
shalI mclude a descrip:ion of &e b y y s  and its cause; the p ~ b d  offhe bypass, including exact dztcs arid 
rimes; iftfic bypass has not been roaectcd, thc andcipared t h e  it is expecmd TO continue; and the steps taken 
or phanncd to redzrcc, eliminate, and prsvent recurrerrce of The bypss. 
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c. The Dep.amenlt skdl approve an mticipted bypass, after considering its advase effect, if the pemvnee 
demonstrates that it will meet the three cond~tiom listed in Condition VIII.22 a. (1) through (3) of this 

d. A permittee may d:l~tv any bypass ta occur which does not cause r e d a h e d  water or effluent hitatxm to 
be exceeded if it is for essential maintenance t o  w m r e  effkient operation. These bypasses arc not subject to 
the provision of ConJition VTII.22.a. thsough c. afthis permit. 

pennit. 

[6.2-6.20.6.!0(22), F A .  C.] 

Upset Provisions 
a. A permittee who wishes to establish the affmnative defense of upset shall demonstrate, throu@ properIy 

signed coctempomeolls operating logs, or orher reievmt evidence that: 
(1) An upset occurred and that the pennittee c m  identify tile cause(s> afthe upsex; 
(2} TIE pcmitted facility was at  the b e  bcing properly operated; 
(3) T h e  permittee submitted notice of &e upset as required in Condition VlII.20. o f k s  permit; and 
(4) 

h. In any enforcement pr~~e&i2ing, thc pennittee seeking to  establish the occurrence of an upset has the burden 
ofpraof. 

c .  Before an enforcement Frocecding i s  msthited, r;o representation made 
clam that noocorripliancc wag c3utused by ~ K I  upset is fma1 agency action subject to judidal review. 

pemiieriee coqlicd with a y  remedid maswcs required under Conditlon WUSX of tkis p~rmit. 

the Department review of B 

f62-62n.6ro(23), E.A. (2.1 

Executed in Tallahassee2 Florida. 

DixeCMr 
Division of Water R~SOUXCX Management 
2600 Blair Stone R o d  
Tall&asscc, Floi,da 32399-2400 
(850) 245-5336 
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Twin Towen Office Building 
2600 Blair Stone Road 

Tallahassee, Florida 32399-2400 

May 11,2006 

Mr. Michael Shrader 
Progress Energy Fiorida, Inc. 
100 Central Avcxme, MAC CXlB 
St. Petersbwg, Flarida 33701 

Dcar Mr. Shtader: 

The Department: fins tece i~ed Progress Energy's application dated Apnl25,201)6 for a minor revision of wastewater 
permit FIA0001.59. Thc minor revision requests the installation of 67 modular cooling tawers at &e CiystaE River plant 
that will be itscd ru auginmt ttle cooling capcity ofthe existing helper cooling t o w "  

The Department lias Jetemincd that this activity qualifies as a minor modification of thc operations at the Crystal River 
Piant pursiiant tu Rule 02-620.200(24), Florida Administrative Code (F.A.C.), aixl can be authortzcd by 8 minor permit 
rcvision pursuant to Rule 62-6215.325(2), F A C .  'l'his letter and attachment constitute a minor revision to the referenced 
wastewater permit. 

This letter and attachment shall bc tlttrrchcd ta Permit FL0000159. All other conditions of this permit shall remain in 
ef'fict. Sf Florida Progress objects to %his permit revision it may petition for an administrative hearing in accordance with 
the enclosed Noticc uf Rights. Although not required, Florida Pragrcss may elect to provide. publication of appropriate 
Public Notice nERighis language in a Ioral newspapper, f F  so, please contiict rltc Dcparb~ent far approprhte pubiic notice 
Ianguage. 

If a petition is f iktf ,  then this pcnm revision does ttot become efYecfive. If you finve my questions about this p e m l  
revision, please contact Allen IlzW~ard of the Industrial Wastewater Section at (850) 245-8592. 

Sincerely, 

Director 
Division of Water Kcsource .Varagemmt 
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NOTICE OF RIGHTS 

A person whose substantial interests are affected by this permit revision may petition for an administrative 
pxoceeding (hearing) in accordance with Section 120.57, Florida Statutes. The petition must contain &e information set 
forth below and nwt be filed (received) in the Office of General Counsel of the Dt3partment at 3900 Commonwealth 
Boulevard, Mail Station 35, TalIahassee, Fforida 32399-3000. within 14 days of receipt of this Pennit. A petitioner, 
other than the applicant, shall mil a copy of the petition to the applicant at the address indicated in the attached letter at 
the t h e  of filing. Failure to file a petition wijfrin this time period shall constitate a waiver of any right such pmson m y  
have to request an administrative determination (hearing) under Section 120.57, Florida Statutes. 

'Re Petition shall contam the following information: 

(a) The name, address, and telephone number of each petitioner; the name, address, and telephone Itumber of the 
petitioner's representative, if any; the Dep-nt case identification number a d  the county in u.hich rhr: subject matter 
or activity is tocated; 

(b) A statement o f  how and 
(e) A statemat of how eac 
(d) A statement of all disputed issues of material €act. If %here are none, the petition must $0 ixxdicate; 
(e> A statement of facts that the petitioner contends warrant reversal or modrfcation of the Depar"t action; 
ff) A concise statement of the ultimate facts alleged; as well as the rules and statutes which entitic the petitioner to 

(g) A staremerit of the relief satlght by the petitioner, stating precisely the action that the perithner wants the 

a& Q&tk?ner received notice afthe Department artion; 
ner's subs tda l  interests are affected by &he D q " e n t  action; 

relief; and 

Depament to rake. 

I fa  petition is filed, the atfministratiw hearing process is designed to formulate agency action. Accordingly, the 
Department's final action m y  be diEfereni: &'om the position taken by it in th is intent. Persons whose substantial interests 
will be affeefcd by my decision of thc Department wish regard ta h e  application have the right to petition ro become a 
party to the proceeding. 'I%e pciition must confb~n to the requirements specified abovc and be filed {received) within 14 
days of receipt ofthis intenf in the OEce of General Counsel at the above address of the Department. Failure to peatian 
within the allowed time frame constitutes a waiver of any right such peison has to request a hearing under Section 120.57, 
F.S., and to participate as a party to this proceeding. Any subsequent intewcntion will only be at the approval of the 
presiding officer upon motion filed pursuant to Rule 28-5207, F.A.C. 



Pemit Number: FLOOOO 159 

Name and Address of Applicant: 

Progress Energy Florida, Inc, 
15760 West Powerline St, 
Crystal River, FL 34428 

Statement of Basis 
For 

Minor Permit: Revision 
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Application Date: L4pri128, 2006 
Application No: FLOOOOl59-Ol O-IWBIMR 

Crystal River Units 1, 2, and 5 

The Department received a minor revision application dated April 28, 2006 for the installation 
of 67 modular cooling towers at the Crystal River plant that will be used to augment the 
coaling capacity of the existing heIper cooling towers. The helper cooling towers are located 
adjacent to the plant discharge cam1 and are used to reduce the temperature a€ the discharge. 
The modular cooling towers were selected as a means of providing additional cooling capacity 
in order to meet discharge thermal limits without the need to de-rate power gener 

The modular cooling towers will be located adjacent t~ the existing Helper Cooling Towers 
(HCT). Intake water will be supplied from the existing HCT inlet structure. New pumps 
located at the existing HCT inlet structure along with added flow frum the existing pumps will 
provide an additiond 140,000 gpm to &e modular cooling Cowers. Water €rom the nrcKtular 
cooling towers will be discharged back to the discharge canal via the existing HCT discharge 
structures. Four existing pumps located at the HCT inlet structure provide a total flow of 
687,000 gpm to the existing HCTs. The installation and operation of the new pumps and 
modular cooling towers will not have my effect on the intake cooling water flaw rate to the 
piant and, therefore, will not have any effect an impinpent and entrainment losses at the plans 
intake. The discharge flow rate at the end of the discharge canal will also not be changed as a 
result of the niodufar cooling tower installation and operation. 

The expected canal temperature decrease will be 1.5 to 2.0 degrees F when a41 modular tower 
cefts are operating. The modular coolkg towers will be only be operated as needed normally 
during the summer months of the year. 







04-May-06 18:OO:OO 
04-May-06 19:OO:OO 
04-May-06 20:OO:OO 
04-May-06 21 :OO:OO 

77.7 394 509 865 0 0 0 
77.5 388 51 1 864 0 0 0 
77.4 392 529 865 0 0 0 
77.5 387 510 863 0 0 0 
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I I&&&c&R-1&2 Derates w/o Modular Coolina Towes I 
1,969 

Totals 
Unit Loads (MW) 26,338 41 4 25,924 

Inlet Total Expected Gross 
Temp. Derate w/o Modular Actual Derate Avoided I 
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26-May-06 07:OO:OO 
26-May-06 08:OO:OO 
26-May-06 09:OO:OO 
26-May-06 1O:OO:OO 

82.9 275 138 858 0 0 0 
83.0 393 141 859 0 0 0 
83.0 388 152 859 0 0 0 
83.0 386 428 840 0 0 0 
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MCT Aux Power = 
I I 

1,969 
Totals 

Unit Loads (MW) 26,338 414 25,924 
Inlet Total Expected Gross 
Temp. Derate w/o Modular Actual Derate Avoided 
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1 7-Jul-06 22:OO:OO 88.1 36 1 51 7 850 0 0 0 
1 7-Jul-06 23:OO:OO 88.0 375 397 850 0 0 0 
1 8-Jul-06 0O:OO:OO 88.0 289 490 85 1 0 0 0 
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RESUME OF 
THOMAS A. HEWSON JR. 

PROFESSIONAL EXPERIER'CE 
198 1 -Present Energy Ventures Analysis, Inc. 

Principal 

Responsible for power industry market studies. Provides regular power industry forecasts 
of future electricity demand growth, generation mix, environmental compliance and 
production cost changes for Fuelcast subscribers and individual client studies. 
Completed numerous studies examining the effect of future environmental regulation and 
utility deregulation on fuel prices, supplier capacity decisions (new, repower, retire), 
generatiodenvironmental technology choice, wholesale electric prices and emission 
allowance values. Provided market assessments for new fuel, generation and pollution 
control technologies. Directed industrial utility group examining repowering technology 
options, costs and risks. Completes studies on renewable power options, costs, incentives 
and price impacts. Performs assessments of electricity demand, energy conservation 
potential and alternative energy charge frameworks for power consumers. 

Responsible for corporate emission allowance forecasts and assessments. Provides 
ongoing forecasts of emission trading market prices and fundamentals of existing Acid 
Rain SO2 market, seasonal NOx market, CAIR, RGGI and individual state new source 
offset markets. Assesses future market trading values for mercury and carbon dioxide. 
Evaluates wide range of state legislative multi-pollutant proposals and their effect on 
regional production costs, state GDP, and environmental benefits. Engaged in 
developing new rules and regulations to expand existing emission allowance trading 
markets to include non-traditional sources (e.g. mobile sources). 

Directs technical feasibility and environmental permitting studies. Expert in electric 
utility repowering technologies, fuel upgrading and environmental control technologies. 
Work includes several plant specific analyses on the costs of reducing SO2 emissions 
through allowance purchases, switching to lower sulfur fuels, least emission dispatching, 
plant retirements, repowering and FGD scrubber retrofits for all major coal and oil fired 
utility stations. Examined feasibility/costs of hazardous waste treatment/disposal for all 
major industrial waste streams in Louisiana. 



Docket No. 060162-E1 
Resume of Thomas A. Hewson, Jr. 

Page 2 of 2 
Exhibit (TAH-1) 

1976- 1981 Energy and Environmental Analysis, Inc. 
Project Manager 

Responsible for environmental and regulatory analysis. Examined, for governmental and 
industrial clients, the requirements and associated impacts on current industrial practices 
of the Clean Water Act, Clean Air Act, Resource Conservation and Recovery Act, Toxic 
Substances Control Act, Safe Drinking Water Act, Fuel Use Act, Natural Gas Act, 
Natural Gas Policy Act, Surface Mining and Reclamation Act and Occupational Safety 
and Health Act. Results of these policy, economic and technical analyses have been used 
for Congressional hearings, EPA rulemalung, court testimony, industrial policies, 
administrative hearings and permit negotiations. Developed Federal and state regulatory 
compliance strategies for the Department of Energy and several industrial clients. On 
behalf of several clients, he has applied for construction, NPDES, air, solid waste, 
hazardous waste, water use and land use permits. 

Responsible for solid waste/hazardous waste management analyses. Evaluations have 
included analyses of solid waste and hazardous waste treatment/disposal options for the 
fertilizer, fermentation ethanol, petrochemical, inorganic chemical, electric utility, 
synthetic fuel, pulp and paper and mineral processing industries. 

Publications 
Mr. Hewson has presented and published several papers on the electric utility industry 
and emission allowance markets. Also co-author on two papers on innovative 
wastewater treatment technologies. 

Educational Background 
1976 B.S.E. (Civil Engineering), Princeton University. 

Mr. Hewson was appointed for a 2-year term as a Member of the Alexandria 
Environmental Policy Commission in 2005. He served as Commission Vice Chairman in 
2006 until his term expired in January 2007. 
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Resume 

PATRICIA W. MERCHANT, CPA 

Office of Public Counsel 
Room 8 12, 1 1 1 West Madison Street 
Tallahassee, Florida 32399- 1400 

Phone: 850-487-8245 
Fax: 850-488-4491 

E-mail: merchant. tricia@,le E. s tate. fl.us 

Professional Experience: 

March, 2005 to Present 

Office of Public Counsel - Senior Legislative Analyst 

In my current position, I perfom financial and accounting analysis and reviews, and provide 
testimony, as required, involving utility filings before the Florida Public Service Commission 
(or other jurisdictions) as an advocate for the Citizens of the State of Florida. 

1981 to February, 2005 - Florida Public Service Commission 

2000 to February, 2005 

Public Utilities Supervisor - File and Suspend Rate Case Section, Bureau of Rate Filings, 
Division of Economic Regulation 

In this capacity I was supervised 5 to 8 regulatory professionals. This section performed 
financial, accounting, engineering and rate review and evaluation of rate proceedings for 
large water and wastewater utilities, as well as electric and gas utilities regulated by the 
Commission. The types of cases included file and suspend rate cases, limited proceedings, 
overearning investigations, annual report reviews, service availability and tariff filings, 
rulemaking, and customer complaints. The section reviewed utility filings, requested and 
reviewed Commission staff audits, and generated and analyzed discovery requests. I 
coordinated and prepared staff recommendations to the Commission for agenda conferences. 
I reviewed the analytical work and edited the written documents of all analysts in this section 
for proper regulatory theory, grammar and accuracy. I also made presentations to customer 
groups at Commission staff customer meetings for the rate proceedings to which I was 
assigned. We presented recommendations at agenda conferences, providing responses to 
comments and questions by other parties and Commissioners. I also prepared and presented 
testimony, and assisted in the preparation of cross-examination questions for depositions and 
formal hearings. Additionally, I provided training in regulatory theory for new staff and 
provided training on regulatory and accounting issues for other analysts at the Commission. 
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1989 - 2000 

Regulatory Analyst Supervisor, Accounting Section, Bureau of Economic Regulation, 
Division of Water and Wastewater 

I supervised 5-7 regulatory accounting analysts. This section performed the same job 
activities as above specifically for the larger Commission regulated Class A and B water and 
wastewater companies. 

1983 - 1989 
Regulatory Analyst - Accounting Bureau, Division of Water and Wastewater 

As an accounting analyst, I performed the same job activities as described above for water 
and wastewater companies in a non-supervisory role. 

1981 - 1983 

Public Utilities Auditor, Division of Auditing and Financial Analysis 

As an auditor in the Tallahassee district of the Commission, I performed financial and 
accounting audits of electric, gas, telephone, water and wastewater utilities under the 
Commission’s jurisdiction. 

Education and Professional Licenses 

1981 

1983 

Bachelor of Science with a major in accounting from Florida State University 

Received a Certified Public Accountant license in Florida 

List of Cases in which Testimony was Submitted 

Dockets Before the Florida Public Service Commission: 

050958-E1 - Petition for approval of new environmental program for cost recovery through 
Environmental Cost Recovery Clause by Tampa Electric Company. (testified at hearing) 

060658-E1 - Petition on Behalf of Citizens of the State of Florida to require Progress Energy 
Florida, Inc. to Refund Customers $1 43 million. (filed testimony stipulated into record) 

060362-E1 - Petition to Recover Natural Gas Storage Project Costs through Fuel Cost 
Recovery Clause, by Florida Power & Light Company. (testified at hearing) 

050045-E1 - Petition for Rate Increase by Florida Power & Light Company. (filed testimony, 
deposed, case settled prior to hearing) 

991643-SU - Application for Increase in Wastewater Rates in Seven Springs System in Pasco 
County by Aloha Utilities, Inc. (testified at hearing) 
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97 1663-WS - Application of Florida Cities Water Company, Inc. for a limited proceeding to 
recover environmental litigation costs. (all testimony and exhibits stipulated into record 
without hearing) 

940847-WS - Application of Ortega Utility Company for increased water and wastewater 
rates. (testified at hearing) 

91 1082-WS - Water and Wastewater Rule Revisions to Chapter 25-30, Florida 
Administrative Code. (testified at hearing) 

881030-WU - Investigation of Sunshine Utilities of Central Florida rates for possible over 
earnings. (testified at hearing) 

850151-WS - Application of Marco Island Utilities, Inc. for increased water and wastewater 
rates. (testified at hearing) 

85003 1 -WS - Application of Orange/Osceola Utilities, Inc. for increased water and 
wastewater rates in Osceola County (testified at hearing) 

840047-WS - Application of Poinciana Utilities, Inc. for increased water and wastewater 
rates (testified at hearing) 

Cases Before the Division of Administrative Hearings: - 

97-2485RU - Aloha Utilities, Inc., and Florida Waterworks Association, Inc., Petitioners, 
vs. Public Service Commission, Respondents, and Citizens of the State of Florida, Office of 
Public Counsel, Intervenors (deposed and testified at hearing) 
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Cost of Capital - Per PEF 
13-Month Averaae 
Common Equity-Mid Point 
Preferred Stock 
Long Term Debt 
Short Term Debt 
Customer Deposits 
Customer Dep. Inactive 
Deferred Income Tax 
ITC-Equity 
ITC-Debt 
Total 

FPSC Adiusted 
2,626,115,733 

19,963,104 
1,288,684,378 

I 
89,597,519 

409,176 
31 1,003,361 

10,779,316 
5,249 706 

4.351.802.294 

% to Total 
60.3 5 Yo 

0.46% 
29.61 % 

0.00% 
2.06% 
0.01 % 
7.15% 
0.25% 
0.12% 

100.00% 

Range of Rate of Return on Equity: 10.75% to 12.75% 

Jurisdictional 
Average Rate of Return (Jurisdictional) FPSC Adiusted 
Net Operating Income $371,023,261 
Less: Modular Cooling Tower (MCT) Costs 

O&M Expenses (2) 
Depreciation Expense (2) 
Property Taxes (2) 

Total Expenses for MCT Costs Before Tax Effect 
Tax Impact of Shifting Expenses to Base 
Rates 38.58% 
Total Expenses for MCT Costs Including Tax Effect 
Jurisdictional Factor Net (2) 
Jurisdictional Expense Adjustment 
OPC Adjusted NO1 

Mid point 
Cost Rate 

11.75% 
0.0451 
5.74% 
0.00% 
6.21 % 
0.00% 
0.00% 

11.69% 
5.74% 

2006 Estimated 
Mod. Cooling Tower 

Costs Per ECRC 

Average Overall Rate of Return 853% 

Weighted 
Cost 

7.09% 
0.02% 
1.70% 
0.00% 
0.13% 
0.00% 
0.00% 
0.03% 
0.01 Yo 
8,97% 

$4,564,195 
$37,196 

$3,210 
$4,604,601 

-$I  ,776,225 
$2,828,376 

0.94287 
$2,666,791 

$368,356,470 

Rate Base (1) and (2) $4.351,802,294 $253,954 
Jurisdictional Factor Net (2) 0.93753 
Jurisdictional Rate Base Adjustment $238,090 
OPC Adjusted Rate Base 

Achieved Rate of Return on Equity 
Achieved Rate of Return on Equity per 2006 Surveillance Report 

Reduction in ROE from Absorbing Modular Cooling Costs in 2006 

Jurisdictional 
OPC Adiusted ROR 

$4,351,564,204 

8.46% 

Notes: 
(1) Source: December 31, 2006 Rate of Return Report filed with Commission staff, dated February 14, 2007 

(2) Source: Direct testimony of J. Portuondo in the ECRC Docket No. 060007-EI, Forms 42-5E, 
(Schedule 4 p 2 of 2). 

42-6E, and 42-8E, page 11 of 11, filed August 4, 2006. 
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DEP 1998 PETROLEUM STORAGE SYSTEMS 62-76 1 

2. 

3. 

4. 

a. 

b. 

Bulk product piping that is in contact with the soil shall have secondary 

Remote fill piping that is in contact with the soil shall have secondary 

The following integral piping systems are exempt from the requirements 

Integral piping that is in contact with the soil, and that is connected to 

Vertical flll pipes equipped with a drop tube. 

containment. 

containment. 

for secondary containment: 

storage tanks containing high viscosity regulated substances: and 

Specific Authority 376.303 FS. 
Law implemented 376.303 FS. 
Histofy--N8W 12-1 0-90, Amended 5-4-92, Formerly 17-761 . N O ,  Amended 9-30-96, 
7-13-98. 

62-761 . S i  0 Performanco Standards for Category-A and Category-B 
Storage Tank Systems. 

(1) 

(a) Insteltation: 
1. 

General. This section provides deadlines for Category-A and Category8 
storage tank systems to meet the standards for Category-C storage tank systems in 
accordance with Rule 62-761.500, F.A.C. 

Installation shall be completed by the deadlines specified in Table UST 
and Table AST. However, if installation or upgrade activities are initiated before the 
deadlines, work can continue after the deadlines, provided that all work is completed 
within 90 days of: 

a. Contract execution: or 
b. 
2. 
a. 

b. 

Receipt of construction approval or permits. 
Installation is considered to have begun i f  
All federal, state, and local approvals or permits have been obtained or 

Contractual obligations have been made for installation of the system 
applied for to begin physical construction for installation of the system; or 

which cannot be canceled or modified without substantial economic loss, provided that 
such obligations are pursued diligently in good faith to achieve the requirements of this 
rule. 

(b) By December 31, 1998: 
1. All pressurized small diameter piping systems connected to dispensers 

shall have shear valves or emergency shutoff valves installed in accordance with Rule 

Cathodic protection test stations shall be installed in accordance with 
Rule 62-761.500(l)(f)l. and (2)(b)2. F.A.C., for cathodically protected US1 or AST 
systems without test stations. 

62-761.500(4)(~), F.A.C. 
2. 

33 
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DEP 1998 PETROLEUM STORAGE SYSTEMS 62-761 

3. 

4. 

(c) 

(d) 

(e) 

(2) Underground storage tank systems. 
(a) 

Fillboxes shall be color coded in accordance with Rule 62- 
761.500(2)(d) 1. , F.A.C, 

ASTs that have been reinstalled as USTs, and USTs that have been 
reinstalled as ASTs, shall meet the requirements of Rule 62-761.500, F.A.C. 

After July 13,1998, a dosure assessment shall be performed in 
accordance with Rule 62-761.800(4), F.A.C., before the installation of dispenser liners, 
piping sumps, or secondary containment of tanks and integral piping. 

Valves meeting the requirements of Section 2-1.7 of NFPA 30A, shall be 
installed by January 13, 1999 on any storage tank system located at an elevation that 
produces a gravity head on the dispenser or on small diameter piping. 

Small diameter piping transporting regulated substances over surface 
waters of the state shall have secondary containment by December 31, 2004. 

UST Category-A single-walled tanks or underground single-walled piping 
shall be considered to be protected from corrosion if the tank or piping was constructed 
with corrosion resistant materials, initially installed with cathodic protection, or had 
cathodic protection or internal lining installed before June 30, 1992. 

All tanks containing pollutants, installed or constructed at a facility after 
June 30,1992, shall have secondary containment. 

All tanks containing hazardous substances, installed or constructed at a 
facility after January 1, 1991, shall have secondary containment. 

Small diameter integral piping in contact with the soil that is connected to 
UST systems shall have secondary containment if installed after December 10.1990. 

By December 31 of the appropriate year shown in Table UST below, all 
storage tank syslems shall meet the performance standards of Rule 62-761.500, 
F.A.C., or be permanently closed in accordance with Rule 62-761.800(3), F.A.C. 

(b) UST Category-B systems. 
1. 

2. 

(c) 

(d) 

E ffec tivr 7-1 3-98 
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TABLE UST 
Year Tank or 
Integral Piping 
Instal led 1989 1992 1995 1998 2004 2009 

+Before 1970 0 8 ACFL D E 

+1970- 1975 SBL ACF D E 

+I976 - 1980 8 SL ACF D E 

+1981 - 09/01/84 B ACFL 0 E 

+09/02/84 - 06/30/92 B ACFL D E 

+Other* B ACFL D E 

Key to Table UST 
= All systems with a capacity between 110 gallons and 550 gallons, all marine 

fueling facilities as defined in Section 376.031, F.S., and those systems of greater than 
550 gallon capacity that use less than 1,000 gallons per month or 10,000 gallons per 
year. 

A =  
(1) 

1992, shall have: 
(a) 

restriction in accordance with Rule 62-761.640(3)(d), F.A.C.; or 
(b) For suction integral piping: 
1. 

F.A.C.; 

Small diameter piping that was protected from corrosion by June 30, 

For pressurized piping, line leak detectors with automatic shutoff, or flow 

Secondary containment in accordance with Rule 62-76l.500( l)(e), 

2. 
761.610(4)(a)3., F.A.C.; 

3. 
F.A.C.; or 

4. 
62-761.610(4)(a)l .b., F.A.C. 

(2) 
containment unless the piping is: 

(a) 
protection; and 

A single check vafve installed in accordance with Rule 62- 

An annual line tightness test in accordance with Rule 62-761.610(4)(a)i., 

External monthly monitoring or release detection in accordance with Rule 

Bulk product piping in contact with sail shall be upgraded with secondary 

Constructed of corrosion resistant materials or upgraded with cathodic 

~- ~- 

Effective 7-13-98 
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(b) 
831.4, or an equivalent method approved by the Department in accordance with Rule 

B = 
spill containment. 

C = 
F.A.C., shall be required for the following: 

(I) Concrete storage tanks; 
(2) 
(3) 

D = 

(2) 

E = 

Tested on an annual basia in accordance with API RP 11 10, ASME 

Vehicular fuel petroleum storage tank systems shall be upgraded with 

Secondary containment in accordance with Rule 62-761.500(1)(e), 

Hazardous substance storage tank systems; and 
For pollutant storage tank systems, the storage tank or small diameter 

(1) Secondary containment shall be installed for small diameter piping 

Secondary containment for remote fill-pipes associated with Category-A 

Pollutant storage tanks and small diameter piping protected from 

82-761.850, F.A.C, 

piping not protected from corrosion by June 30, 1992. 

extending over surface waters. 

and Category-8 systems. 

corrosion on or before June 30, 1992, and all manifolded piping, shall be upgraded with 
secondary containment. 

F -  
(1) 

systems, shall be upgraded with spill containment, dispenser liners (as applicable), and 
overfill protection. 

(2) 
joints and flex-connectors that are not protected from corrosion shall be protected from 
corrosion. Facilities that have pressurized mall diameter piping and that have not met 
the foregoing standard on or before July 13, 1998 shall protect the submersible turbine 
pump from corrosion or provide corrosion protection for the submersible turbine pump if 
the pump is not installed within secondary containment. Corrosion protection is not 
required for the submersible turbine pump riser. 

L =  
(1) Category-A USTs and their integral piping systems that contain vehicular 

fuel, and that are not protected from corrosion, shall have secondary containment, or 
be upgraded with secondary containment in accordance with Rule 62-761.500, F.A.C. 

(2) Dispenser liners and overfill protection equipment shall be installed at 
UST Category-A systems containing vehicular fuel. 

0 = UST Category-A vehicular fuel storage tank systems subject to Chapter 
17-61, F.A.C.,( 1984), shall be retrofitted for corrosion protection. 

S = Secondary containment for storage tanks and integral piping not protected 
from corrosion. 

Storage tank systems, excluding vehicular fuel petroleum storage tank 

Unless contained within secondary Containment, swing- 

Effective 7-13-98 
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(3) Aboveground storage tank systems. 
(a) 

(b) 

(c) 

All storage tank systems with tanks having capacities greater than 550 
gallons that contain vehicular fuel and that were subject to Chapter 17-61, F.A.C., shall 
have met the requirements of such chapter by January 1, 1990. 

AS1 Category-8 tanks, with the exceptlon of tanks exempt under Rule 62- 
761.500(3)(c)1., F.A.C., installed or constructed at a facility after March 12, 1991, shall 
have secondary containment for the tank. 

Integral piping that is in contact with the soil and that is connected to AST 
systems shall have secondary containment if installed after March 12, 1991. For 
integral piping that is exempt under Rule 62-761.500(4)(e)4., F.A.C. , it is not required 
to install secondary containment. 

By January 1 of the appropriate year shown in Table AST below, unless 
specified otherwise, all AST Category-A and Category-8 storage tank systems shall 
meet the following requirements or be permanently closed in accordance with Rule 62- 
76 1.800(3), F .A.C. 

(d) 

Year Tank or 
Integral Piping 
Installed 

TABLE AST 

1993 2000 2005 2010 

+Before July 13, P TVX W U 
1998 

Key to Table AST 
P = With the exception of high viscosity bulk product piping, bulk product piping in 

contact with soil and not in secondary containment shall be tested in accordance with API 
RP 11 10, ASME 631.4, or an equivalent method approved by the 
Department in accordance with Rule 62-761.850, F.A.C. Such testing shall be performed 
annually thereafier. 

T =  
(1) With the exception of siting and material construction standards, Category-A 

and Category-E systems shall meet the performance standards of Rule 62-761.500, F.A.C. 
In addition: 

(a) Storage tank system construction standards that include cathodic protection 
remain applicable; and 

(b) 
do not have to seal the concrete beneath the tank until such time that the tank bottom is 

Storage tanks where the entire bottom of the tank is in contact with concrete 

Effective 7-1 3-98 
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replaced. However, concrete secondary containment systems designed in accordance 
with Rule 62-761.500(1)(e)3., F.A.C., do not have to be sealed, 

Category-A bulk product piping in contact with the soil shall be upgraded with 
secondary containment, unless: 

A structural evaluation is performed in accordance with API 570, as specified 
in “U” (2)(b), of Table AST, and results of the structural evaluation indicate that the bulk 
product piping has remaining useful life; or 

The integral piping conveys high viscosity regulated substances, that are 
exempt from secondary containment in accordana with Rule 62-761.500(4)(8) 4., F.A.C.; 

The integral piping is protected from corrosion and is tested annually in 
accordance with ASME 831.4, API 11 10, or an equivalent method approved by the 
Department in accordance with Rule 62-761.850, F.A.C. This piping shall have secondary 
containment by January 1, 2010, in accordance with ‘U” of Table AST. 

tank shall be performed in accordance with API Standard 653, and an appropriate 
reinspection interval for each tank shall be established in accordance with API 
Standard 653. If any deficiency is discovered during the inspections, the person 
performing the evaluation of the tank in accordance with API 653 must verify that the 
tank is ready for service before the storage tank is put back into service. This 
verifEation must be documented in the internal inspection records. Future tests for 
each tank shall be performed in accordance with the inspection interval established in 
accordance with API 653 (1 996). Baseline inspections already conducted according to 
the API Standard 653 (1991) will be accepted. 

As an alternative to installing secondary containment undemeath an AST 
Category-A or Category-I3 storage tank, the interior bottom of the tank and at least 18 
inches up the sides may be internally lined in accordance with API RP 652. Secondary 
containment must nonetheless be installed in the dike field area and be continuously 
bonded to the perimeter of the tank foundation. 

(2) 

(a) 

(b) 

(c) 
OC 

(3) Initial internal and external inspections, examinations, and tests for each 

(4) 

U =  
(1) 

(2) 

(a) 

(b) 

1. 

All internally lined single bottom storage tanks, with the exception of tanks 

All AS7 Category-A bulk product piping in contact with the soil , except for 

Upgraded with secondary containment in accordance with Rule 62- 

tnstead of being upgraded with secondary containment, be evaluated for 

Establishing and maintaining the piping inspection intervals in accordance 

exempt under Rule 62-781 SoO(3)(c)l., F.A.C.. shall be upgraded with secondary 
containment. 

piping exempt from secondary containment requirements under Rule 62- 
761.500(4)(e)4. F.A.C., shalt be: 

761 .500(l)(e), F.A.C.; or 

structural integrity by: 

with API 570, Section 4-2, by January 1, 2000; 

Effective 7-13-98 
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2. 

a. 

b. 

Determining the remaining life of the system in accordance with API 570, 

Must be repaired, then the piping shall be repaired within three months of 

Is leaking, then the piping mud be immediately taken out of operation. If 

Is not leaking, but has corroded to a point where it no longer has 

Has remaining useful life, then the piping shall be closed or upgraded 

Providing a certification by a professional engineer registered in the State 

Secondary containment for cut and cover or concrete storage tanks. 
Spill containment in accordance with Rule 62-761.500( l)(c), F.A.C. 
Dispenser liners for shopfabricated tanks in accordance with Rule 62- 

761.500(3)(8), F.A.C. 
Secondary containment in accordance with Rule 62-761.500(1)(e) and 

(3)(c), F.A.C., for dike field areas of facilities with shopfabricated tanks having dike 
field area secondary containment that is constructed of concrete or installed with 
synthetic liners not meeting these requirements. 

(3)(c), f .A.C., for dike field areas of facilities with field-erected tanks having dike field 
area secondary containment that is constructed of concrete or installed with synthetic 
liners not meeting these requirements. 

(2) Secondary containment for small diameter piping extending over surface 
waters. 

(3) Secondary containment for small diameter petroleum contact water piping 
in contact with the soil. 

X = Deadline to determine integrity of single wall bulk product piping with an API 
570 structural integrity evaluation in accordance with the option for Category-A systems 
in ‘U’ of Table AST. 
Specific Authority 378.303 FS. Law Implemented 376.303-378.3072 FS. History--New 
12-1 0-90, Amended 5-4-92, Formerly 17-761 S10, Amended 430-96, 07-13-98. 

Section 5.0, by January I, 2000. If the determination indicates that the piping: 

the determination in accordance with API 570 and Rule 62-761.700, F.A.C.; 

the piping cannot be repaired, it must be closed or upgraded with secondary 
containment within one year of the determination; 

structural integrity, then the piping shall be closed, or upgraded with secondary 
containment by January 1,2000; or 

with secondary containment when tho API 570 inspection and remaining life 
determination data indicates that closure or replacement is necessary. 

of Florida that the evaluation meets the above criteria. 

c. 

d. 

3. 

V =  
(1) 
(2) 
(3) 

(4) 

W =  
(I) Secondary containment in accordance with Rule 62-761.500(1)(8) and 

~ ~~ 
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