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1 BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

2 DIRECT TESTIMONY OF 

3 PATRICIA Q. WEST 

4 ON BEHALF OF 

5 PROGRESS ENERGY FLORIDA 

6 DOCKET NO. 120007-EI 

7 AUGUST 1,2012 

8 

9 Q. Please state your name and business address. 

10 A. My name is Patricia Q. West. My business address is 299 First Avenue North, 

11 St. Petersburg, FL 33701. 

12 

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

14 A. I am employed by the Environmental Services Section of Progress Energy 

15 Florida ("Progress Energy" or "Company") as Manager of Environmental 

16 Services / Power Generation Florida. 

17 

18 Q. What are your responsibilities in that position? 

19 A. I am responsible for ensuring that environmental technical and regulatory 

20 support is provided to the implementation of compliance strategies associated 

21 with the environmental requirements for power generation facilities in Florida. 

22 
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Q. 	 Have you previously fIled testimony before this Commission in connection 

with Progress Energy Florida's Environmental Cost Recovery Clause 

(ECRC)? 

A. 	 Yes. 

Q. 	 Have your duties and responsibilities remained the same since you last fIled 

testimony in this proceeding? 

A. 	 Yes. 

Q. 	 What is the purpose of your testimony? 

A. 	 The purpose ofmy testimony is to explain material variances between the 

Estimated! Actual project expenditures and the original cost projections for 
",--, 

environmental compliance costs associated with Pipeline Integrity Management 

(Project No.3), Above Ground Storage Tank (Project No.4), CAIRJCAMR· 

Peaking (Project No.7.2), Best Available Retrofit Technology (BART) Program 

(Project No. 7.5), Modular Cooling Towers (Project No.II), Thennal Discharge 

Pennanent Cooling Tower Project (Project No. 11.1), National Pollutant 

Discharge Elimination System (NPDES) Program (Project No. 16), and 

Maximum Achievable Control Technology (MACT) Program, now known as 

the Mercury and Air Toxics Standards (MATS) (Project No. 17) for the period 

January 2012 through December 2012. I will also provide updates on the Cross 

State Air Pollution Rule (CSAPR), BART, 316(b) and MATS. 

Q. What current PSC-approved projects are you responsible for? 
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A. 	 I am responsible for Pipeline Integrity Management (Project No.3); 

Aboveground Storage Tank Secondary Containment (Project No.4), Phase II 

Cooling Water Intake (Project No.6), CAIRICAMR Peaking (Project No. 7.2), 

BART Program (Project 7.5), Arsenic Groundwater Standard (Project No.8), 

Underground Storage Tanks (Project 10), Modular Cooling Towers (Project No. 

11), Thennal Discharge Pennanent Cooling Tower (Project No. 11.1), 

Greenhouse Gas Inventory and Reporting (Project No. 12), Mercury TMDL 

(Project No. 13), Hazardous Air Pollutants (HAPs) ICR Program (Project No. 

14), Efiluent Limitation Guidelines Infonnation Collection Request (ICR) 

Program (Project No. 15), NPDES Program (Project No.16) and MATS 

Program (Project 17). 

Q. 	 Are you sponsoring any exhibits with your testimony? 

A. 	 Yes. I am sponsoring the following exhibits: 

• 	 Exhibit No. _ (PQW -1), which includes a letter re: Progress Energy 

Florida's NPDES Renewal Program and associated Administrative Order 

that PEF filed in this docket on February 8, 2012; and 

• 	 Exhibit No. _(PQW-2), which includes a verified Petition to Modify 

Scope ofExisting Environmental Program that PEF filed in this docket 

on March 29,2012. 

• 	 Exhibit No. _(PQW-3), which includes a letter re: Progress Energy 

Florida's Integrated Clean Air Compliance Plan that PEF filed in this 

docket on May 14, 2012. 
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Q: 

A: 

Please explain the variance between the Estimated! Actual project 

expenditures and the original projections for the Pipeline Integrity 

Management Program (Project No.3) for the period January 2012 to 

December 2012. 

O&M expenditures for the Pipeline Integrity Management Program are expected 

to be $131,196 or 9% lower that originally projected. This decrease is primarily 

attributable to the postponement of some projects due to plans to cease operation 

of the pipeline after the Anclote Steam Units are converted to natural gas in 

2013. 

Q. 

A. 

Please explain the variance between the Estimated!Actual project 

expenditures and the original projections for the Aboveground Storage 

Tank (AST) Program (Project No.4) for the period January 2012 to 

December 2012. 

Capital expenditures for the Aboveground Storage Tank Program are expected 

to be $5,267 or 100% higher than originally projected. This variance is 

primarily driven by costs being incurred in early 2012 to complete the DeBary 

tank upgrade that was described in my August 1,2011 testimony in Docket No. 

110007-E1. 

Q. Please explain the variance between the .:stimated!Actual project 

expenditures and the original projections for the CAIRICAMR - Peaking 

Program (Project No. 7.2) for the period January 2012 to December 2012. 
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A. O&M expenditures for the CAIRICAMR - Peaking Program are expected to be 

$47,573 or 52% higher than originally projected. This variance is mainly due to 

postponement of some testing at the Suwannee and Intercession City plants from 

2011 to 2012. In addition, actual costs for some testing and equipment rental 

were higher than originally anticipated. 

Q: 	 Please explain the variance between the Estimated/Actual project 

expenditures and the original projections for the Best Available Retrofit 

Technology (BART) Program (Project 7.5) for the period January 2012 to 

December 2012. 

A: 	 O&M expenditures for the BART Program are expected to be $27,000 or 100% 

higher than originally projected. This variance is due to the need to perform 
~ 

sulfur dioxide (S02) emissions modeling in support ofthe Florida Department of 

Environmental Protection's (FDEP) ongoing work to amend its State 

Implementation Plan as directed by the Environmental Protection Agency 

(EPA). The need for this type of effort was referenced in the May 14, 2012 

update ofPEF's Integrated Clean Air Compliance Plan provided as Exhibit No. 

(PQW"3). 

Q: 	 Please explain the variance between the Estimated/Actual project 

expenditures and the original projections for the Modular Cooling Towers 

(Project 11). 

A: 	 O&M expenditures for the Modular Cooling Towers are expected to be 

$902,020 or 100% higher than originally projected. As stated in my April 2, 
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2012 testimony filed in this docket, the removal of the cooling towers was 
~ 

deferred from 2011 to 2012. The dismantlement costs include demobilization 

activities, freight costs to transport equipment and materials, crane and forklift 

rental, contract labor, and cleaning fees. 

Q. 	 Please explain the variance between the Estimated/Actual project 

expenditures and the original projections for the Thermal Discharge 

Permanent Cooling Tower (Project No. 11.1) for the period January 2012 to 

December 2012. 

A. 	 PEF has estimated 2012 capital expenditures of $563,727 which is 100% higher 

than originally projected. As discussed in my August 26, 2011 testimony in 

Docket 110007-EI, when the projection filings were done in 2011, due to 

uncertainty around new environmental regulations and timing associated with 

the Crystal River Unit 3 (CR3) repairs, no projection was provided. The work 

necessary to permit, design, engineer, procure and manufacture equipment and 

material for the additional cooling tower was placed on hold as a result of the 

extended CR3 outage. Work on this project was suspended to provide PEF time 

to evaluate the need for this work under new and evolving environmental 

requirements affecting the Company's generation resource options and plans. 

These environmental regulations may impact operation of the fossil units at 

Crystal River, and therefore, impact the need for the additional cooling tower. 

Under the current schedule for the CR3 EPU phase work, PEF does not need to 

commence construction work until April 2014. The cost estimates for work in 
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2012 are for reasonable storage costs for equipment associated with the 

permanent cooling tower. 

Q. 	 Please explain the variance between the Estimated! Actual project 

expenditures and the original projections for the National Pollutant 

Discharge Elimination System (NPDES) Program (Project No. 16) for the 

period January 2012 to December 2012. 

A. 	 O&M expenditures for the NPDES Program are expected to be $419,554 or 

65% lower than originally projected. This variance is primarily due to delay in 

work on thermal discharge studies pending authorization to proceed from the 

FDEP. In addition, as explained in the February 8,2012 program update 

provided as Exhibit No. _ (PQWM 1), the Administrative Order issued with the 

NPDES renewal pennit for PEF's Suwannee Plant includes a new requirement 

that PEF did not anticipate when it filed its 2012 cost projections in August 

2011. Specifically, the Administrative Order requires PEF to perfonn a study of 

copper discharges from the Suwannee Plant and, depending upon the results, 

may require PEF to perfonn additional feasibility studies to evaluate options to 

comply with the copper discharge limit. As required by the Order, PEF 

submitted a Plan of Study to FD EP in June 2012. PEF is awaiting the agency's 

response to the plan and will proceed with work as outlined in the Order. The 

cost projections for 2012 remain at $40,000 as stated in the February 8,2012, 

NPDES program update. 

".--" 
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Q. 	 Please explain the variance between the Estimated/Actual project 

expenditures and the original projections for the Mercury & Air Toxics 

Standards (MATS) Program (Project No. 17) for the period January 2012 

to December 2012. 

A. 	 Capital expenditures for the MATS Program are expected to be $1,250,930 or 

100% higher than originally projected. This variance is associated with PEF's 

development of a compliance strategy for Crystal River Units 4 and 5. As stated 

in the May 14,2012 update ofPEF's Integrated Clean Air Compliance Plan 

provided as Exhibit No._(PQW-3), PEF will be conducting more detailed 

emissions testing and continuous monitoring, including the installation of carbon 

traps that will allow measurement and trending of mercury emissions from these 

units. O&M expenditures are expected to be $283,200 or 94% lower than 

originally projected. This variance is primarily attributable to the change in 

strategy for Crystal River Units 4 and 5 as described in the May 14, 2012 

program update (e.g., use ofcarbon traps rather than control optimization and 

testing, stack emissions testing, and varying unit operational parameters). Costs 

associated with the MATS compliance program for the Andote Units I and 2 

are addressed in the Direct Testimony ofMr. Joel Moran. 

Q. 	 Is PEF requesting recovery of 2012 costs for any new or modified 

environmental programs? 

A. 	 Yes. On March 29,2012, PEF filed a petition requesting Commission approval 

to recover costs associated with the conversion of PEF's Andote Units to fire 
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100% natural gas as part of its previously approved Integrated Clean Air 

Compliance Program. This petition is provided as Exhibit No. _(PQW-2). 

Q. 	 Please explain PEF's request for recovery of costs associated with the 

Anclote Project. 

A. 	 As discussed in PEF's petition the EPA published new Mercury and Air Toxics 

Standards (MATS) for emissions ofvarious metals and acid gases from both 

coal and oil-fired electric generating units (EGUs). Because the Anc10te Units 

currently fire fuel oil above regulatory thresholds prescribed in the new rule, the 

units would be subject to the new MATS for oil-fired EGUs. However, PEF has 

determined that the most cost-effective compliance option for PEF's Anc10te 

Units 1 and 2 is to convert the units to fire 100% natural gas. Details of the 

project are provided in PEF's petition and the Direct Testimony ofMr. Joel 

Moran. 

Q. 	 Has the Company projected the costs it will incur associated with Anclote 

MATS compliance? 

A: 	 As provided in Mr. Joel Moran's testimony the total expected cost ofthe 

Anc10te MATS compliance project is $79.3 million. 

Q. 	 Do the new costs for which PEF seeks recovery qualify for recovery 

through the ECRC? 

A. 	 Yes. Costs for which PEF seeks recovery meet the requirements for ECRC 

recovery previously established by the Commission. Specifically, the 
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expenditures are being prudently incurred after April 13, 1993; the activities are 

legally required to comply with a governmentally imposed environmental 

requirement which was created, or whose effect was triggered, after the 

minimum filing requirements (MFRs) were submitted in PEF's last rate case 

(Docket No. 090079-EI); and none ofthe costs of the new program are being 

recovered through base rates or any other cost recovery mechanism. 

Q. 	 Has the Commission previously approved recovery of costs for similar 

activities associated with development of environmental compliance 

measures? 

A. 	 Yes. PEF is undertaking the project for the specific purpose of complying 

with EPA's new MATS rule, which constitutes an "environmental law or 

regulation" as that tenn is defined in Section 366.8255, F.S. Like many, ifnot 

most, environmental regulations involving air emissions, the MATS rule 

imposes emission limits, but does not dictate how to comply. "[W]here a 

particular environmental requirement does not detail the specific means to 

comply with the requirement, the utility [is] impliedly required to comply in the 

most reasonable and cost-effective manner." Order No. PSC-07-0783-FOF-EI, 

p.6 (Sep. 26, 2007). Based on this understanding, the Commission has approved 

a wide variety of emission-reducing activities, ranging from installation of 

pollution controls to unit retirements, as environmental compliance costs. See, 

Sh&., Order No. PSC-02-1396-PAA-EI, p. 8 (Oct. 9, 2002) (finding that six 

specific activities, including emission controls and unit retirements constituted 

"environmental compliance costs"). In this case, PEF essentially has two 

10 
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options to comply with MATS at the Anclote Plant: install emission controls to 

meet the new emission limits for oil-fired units or maintain oil-firing below the 

heat input thresholds specified in the new rule .. As explained in PEF's March 

29,2012 petition, converting the Anclote units to fire 100% natural gas is the 

most reasonable and cost-effective compliance option. 

Q: 	 Please discuss PEF's 2012 costs associated with Crystal River Units 4 and 5 

MATS compliance. 

A: 	 As explained in the May 14,2012 update attached as Exhibit No. _ (PQW-3), 

when PEF submitted its 2012 projects in Docket No. 110007-EI, PEF expected 

to incur approximately $300,000 in costs for emissions testing needed to assess 

mercury, particulate and acid gas emissions from Crystal River Units 4 and 5 in 

order to develop the Company's MATS compliance strategy for those units. 

Based on a review of the final MATS rule issued on December 21,2011, as well 

as the results of initial emissions testing, PEF has determined that more detailed 

emissions testing and continuous monitoring is required to enable PEF to 

adequately assess potential mercury control strategies. Among other things, 

PEF plans to install mercury monitors that will enable the Company to develop a 

longer-term assessment ofmercury emissions under a variety ofoperating 

conditions and control options. This longer-term assessment is necessary to 

ensure that potential control options can consistently achieve compliance on a 

30-day rolling average basis as required under the final MATS rule. The cost of 

these activities is expected to be $1,250,930. 
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Q: Has the Company determined the rmal MATS compliance strategy 
r-

associated with Crystal River Units 4 and 5? 

A: No. MATS planning is still underway with a compliance deadline ofApril 16, 

2015. 

Q: Please provide an update of Best Available Retrofit Technology (BART) 

regulations. 

A: On May 25,2012, the EPA proposed a partial disapproval ofFlorida's proposed 

Regional Haze State Implementation Plan (SIP) because the proposed SIP relies 

on CAIR to satisfy BART requirements for S02 and NOx emissions. Although 

CAIR remains in effect while litigation against the Cross State Air Pollution 

Ru1e (CSAPR) proceeds, the EPA is requiring states to incorporate the Cross 
r-' 

State Air Pollution Rule (CSAPR) in place ofCAIR in their Regional Haze 

SIPs. PEF has been working with the FDEP to develop a specific BART and 

Reasonable Progress permits for affected units that will be incorporated into 

Florida's revised SIP submittal, which was due to be submitted to EPA by July 

31,2012. 

Q: Please provide an update of 316(b) regulations. 

A: On July 18,2012, the EPA announced that it reached an agreement with the 

Riverkeeper to extend the deadline for issuing the 316(b) rule to July 27,2013. 

12 




I Q. Please provide an update of the Cross State Air Pollution Rule (CSAPR) 

2 issued by the EPA on July 6, 2011. 

3 A. The CSAPR was stayed by the U.S Court ofAppeals for the D.C. Circuit on 

4 December 30,2011, leaving the Clean Air Interstate Rule (CAIR) in effect until 

5 the litigation against the CSAPR is resolved. Oral argument in that litigation 

6 was held on Apri113, 2012, and a decision by the court is expected in the 

7 summer of 2012. 

8 

9 Q. Does this conclude your testimony? 

10 A. Yes. 

13 




Docket No. 120007·EI 

Prcgress Energy Florida. Inc. 

l(!lter Re: NPDES Renewal Program 

Exhibit No. _ (PQW·I)
Hopping Green & Sams Page 1 of 6 

~ltorneY'llnd Coun~elors 

Writer's Direct Dial No. 
t8jO) 42,5-23j9 

February 8, 2012 

BY HAND-DEUYERY REDACTED 
Martha Carter Brown, Esquire 
Office ofGeneral Counsel 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee. FL 32399-08S0 

Re: 	 In re ElTYironmenra/ Cost Recovery Clause, Docket No. 120007-EI 

Progress Energy Florida's NPDES Renewal Program 


Dear Martha: 

On behalf of Progress Energy Florida, Inc. (PEF or '''Company''), I am writing to advise 
the Commission and the parties ofa m:enl development related to PEF's previously approved 
NPDES Renewal Program. 

In Order No. PSC-II-OSS3-FOF-EI issued in D<x:ket No. 110007·EI on December 7, 
201 t, Ihe Commission approved ECRe recovery of PEF's costs associated with new 
environmental requirements included in various NPDES renewal pennits issued or to be issued 
for various PEP facilities. At the time, a final NPDES renewal pennit had not been issued for 
PEF's SUwaMee River Power Plant. Shortly thereafter, however, on December 14,2011, the 
Florida Department of Environmental Protection issued a final NPDES renewal pennit and 
associated Administrative Order tor the Suwannee Plant. The Administrative Order includes a 
new requirement that PEF did not anticipate when it filed its petition requesting approval of the 
new NPDES Renewal Program in March 2011 or when the Company flIed its 2012 cost 
projections in August 2011. Specifically, the Administrative Order requires PEF to perfonn a 
study of copper dischatges from the Suwannee Plant and. depending upon tho results, may 
require PEF to perform additional feasibility studies to evaluate options to comply with the 
copper discharge limit. A copy of the Administrative Order is attached. At this rime, PEF 
expects to incur approximately _ on the initial copper discharge study, beginning in 
February,2012. (Because the projected costs colL!titute confidential business information. PEF 
is submitting this letter along with a Request for Confidential Classification). 

Because Ihe new copper study requirement is within the scope of the previowsly approved 
NPDES Renewal Program, PEF will include the costs associated with the new copper discharge 
study within the Company's estimated/actual projection filings for that program. We also will 
keep the Commission apprised ofany further developments related to the NPDES Renewal 
Program during the coW'Se of this year's ECRC proceedings. . 

o0 7 6 9 FEB -8 ~ 
?1St Office 8016526 Tallahassee. Floridl12314 119 S. Monroe SII'Ht, Suitt JOG (323(111 850.222.1500 350.224,8551 IUHWW.hlslaw.com 
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Docket No. 120007·EJ 
Progress Ener'SY Florida, Inc. 
Letter Re: NPDES Rt!newaJ ProgramManha. Carter Brown. Esq. Exhibit No. _ (PQW-l) 

February S, 2012 Page 2 of 6 

Page 2 
,,-.. 

In the meantime. please do not hesitate to contact me should you have any questions or 
comments. 

Very truly yours, 

HOPPING GREEN & SA.L\ttS. P.A. 

Br. ~~~f2-
Co;;yV.P / 

Attorneys for PROGRESS ENERGY FLORIDA, [NC. 

EnclosW'C 
cc: All counsel of record 

Hopping Green & Sams 
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BEFORE THE PUBLIC SERVICE COM1\USSION 

DOCKET NO. t20007·EI 

FILED: March 29, 2012 

PROGRESS ENERGY FLORIDA, INC.'S PETITION TO MODIFY 
SCOPE OF EXISTING ENVIRONMENTAL PROGRAM 

Progress Energy Florida, Inc. ("PEF" or "Company"), pursuant to Section 366.8255, 

florida Statutes, and Florida Public Service Commission Order Nos. PSC·94-0044-FOF-EI and 

PSC-99-2S13-FOF-El, hereby petitions the Commission to modifY the scope of its previously 

approved Integrated Clean Air Compliance Program to encompass additional activities such that 

the costs associated with such activities may be recovered through the Environmental Cost 

Recovery Clause ("ECRe"). In support, PEF states: 

[n re: Environmental Cost Recovery Clause 

l. Petitioner. PEF is a public utility subject to the regulatory jurisdiction of the 

Commission Wlder Chapter 366, Florida Statutes. The Company's principal offices are located 

at 299 First Avenue North, St. Petersburg. Florida. 

2. Service. All notices, pleadings and other communications required to be served 

on the petitioner should be directed to: 

Gary V. Perko John T. Burnett 
Hopping Green & Sams, P.A. Dianne M. Triplett 
119 S. Monroe St., Suite 300 Progress Energy Services Co., LLC 
P.O. Box 6526 (32314) 299 First Avenue North, PEF-151 
Tallahassee, FL 32301 St. Petersburg. FL 33701 
Tel. 850.222.7500 jonn,burnett@pgnmajl.cQm 
Fa.'\(. 8S0.224.8SS t dianne. triplettCii>.psnmail.com 
gperko®hgsJaw.com 

3. Cost Recovery Eligibili(y. As further discussed below, the U.S. Environmental 

Protection Agency ("EPA") recently issued new air emission standards for coal and oil-fired 


electric generating units ("EGUs"). As a result of the new regulations, PEF will,~~~~~;~~t~r~r!;,:~ "!.• ' 
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new environmental compliance activities related to its previously approved Integrated Clean Air 

Compliance Program. As detailed below, the new compJiance activities meet the criteria for cost 

recovery established by the Commission in Order No. PSC-94-0044-FOF-EI in that: 

(a) 	 all expenditures will be prudently incurred after April 13, 
1993; 

(b) 	 the activities are legaUy required to comply with a 
gow:mmentally imposed environmental regulation that was 
created. became effective, or whose ctfcct was triggered 
after the company's last test year upon which rates are 
based; and 

(c) 	 none of the expenditures are being recovered through some 
other cost recovery mechanism or through base rates. 

The infonnation provided below for each program satisties the minimum tiling requirements 

established in Part VI of Order No. PSC-99-2S13-FOf -EI. 

4. PEF's Approved Integrated Ctean Air Cgmpliance Plan. In the 2007 ECRC 

Docket, the Commission approved PEF's Integrated Clean Air Compliance Plan (Plan D) as a 

reasonable and prudent means to comply with the requirements of the Clean Air Interstate Rule 

(CA1R), the Clean Air Mercury Rule (CAMR), the Clean Air Visibility Rule (CA VR), and 

related regulatory requirements. See Order No. PSC-07-0922-FOF-EI, at 8 (Nov. 16,2007). In 

each subsequent ECRC docket. the Commission approved PEF's annual review of the Integrated 

Clean Air Compliance Plan. concluding that the Plan remains the most cost-effective alternative 

for achieving and maintaining compliance with the applicable air quality regulatory 

,requirements. See Order No. PSC-II-0553-FOF-EI. at 13-14 (Dec. 7, 2011); Order No. PSC-IO-

0683-FOF-El. at 6-7 (Nov. IS. 2010); Order No. PSC-09-07S9-FOF-EI, at 18 (Nov. 18,2009); 

Order No. 08-0775-FOF-EI. at 11 (Nov. 24. 2008). 

2 
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5. New Environmental Requirements. As the Commission is aware, in February 

2008, the U,S Circuit Court of Appeals for the District of Colwnbia vacated the CAMR 

regulation and rejected EPA's delisting of coal· tired EGUs from the list of emission sources that 

are subject to Section 112 of the Clean Air Act. See Order No. PSC-09-0759-FOF·EI, at pp. IS, 

l8 (Nov. l8. 2009). As a result. in lieu ofCAMR, the EPA was required to adopt new emissions 

standards for control of hazardous air pollutant emissions from coal-ftred EGUs. rd. The EPA 

issued its proposed rule to replace CAMR on March l6, 2011, with publication following in the 

Federal Register on May 3,2011. See 76 Fed. Reg. 24976 (May 3, 2011). following the public 

comment period on the proposed rule, the EPA released the final rule on December 21. 2011. 

with publication in the Federal Register following on February 16,2012. See 77 Fed. Reg. 9304 

(Feb. 26. 2012). 

6. 'fhe final rule establishes new Mercury and Air Toxics Standards ("MATS") for 

emissions of various metals and acid gases from both coal and oil-tired EGUs, including. 

potentially, units at PEF's Crystal River Plant (Units 1,2, 4, and 5). Anclote Plant (Units I and 

2). and Suwannee Plant (Units 1,2, and 3). The Clean Air Act generally provides a 3·year time 

frame to comply with MATS. although the permitting agency has the authority to add one year, 

lUld the President has the authority to add up to two additional years. 

7. . New Compliance Activities for Anclote Units I and 2. Anclote Units I und 2 

currently have a maximum swnmer rating of 500MW and 510 MW. respectively. The current 

natural gas firing capability for each unit is limited to 40% of the total heat input. Because the 

balance of the heat input is from heavy fuel oil, the units would be subject to the new MATS for 

oil-tired EGUs. IIowever, PEF has detennined that the most cost-etfective compliance option 

3 
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for PEF's Andote Units I and 2 is to convert the units to fire 100% natural gas and thereby 

remove the units from the scope of the new MATS regulation. 

8. PEF considered two compliance alternatives for the Andote units. The tirst option 

would achieve compliance with the new MATS through use of emissions controls. speciticaUy 

low NOx burners and an electrostatic precipitator ("ESP"). The second option would achieve 

compliance through conversion of the units to operation on natural gas as the single fuel. I After 

estimating the capital costs and unit performance implications of the two options, PEF 

determined that the natural gas option has economic benetits in tenns of both capital costs and 

fuel savings. Based on conservative cost estimates associated with the emissions controls that 

would be necessary to achieve oil-fired compliance, the capital cost or the gas conversion is 

expected to be at least $12 million less than the capital costs for the emissions controls. PEF also 

estimated the tuel cost differential of the two options. primarily to ensure that implementation of 

the gas conversion would not cause an increase in system fuel costs. The analysis demonstrates 

. that the net impact on system cost is positive (savings), indicating an additional bcnetit 

9. Preliminary studies indicate that the addition of three levels of fuel gas burners in 

combination with the existing natural gas burners will be required to provide full output on 100% 

natural gas. Thermal analysis of the boiler for operation on 100% natural gas indicates that a 

portion of the lower horizontal superheater will need to be removed to limit heat absorption and 

manage superheater tube metal temperatures. In addition, the gas supply line measurement and 

regulation ("M&R") facilities wi)) require upgrades to support operation on 100% gas. Finally. 

I A third option, discontinuation of heavy fuel oil use without conversion, was rejected because 

of its negative effect on fleet capacity and the resulting requirement to purchase or construct 

additional generation to meet reserve margin and operational requirements, including potential 

system reliability impacts 


,- 4 
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the finishing horizontal superheater for each unit will require metallurgy upgrades to 

accommodate the peak temperatures resultant from the gas conversion. While the additional 

burners and the replacement superheater form the majority of the boiler work required, other 

areas of the boiler and its control system may require contiguration changes to complete the 

conversion based on ongoing boiler engineering analysis and condition assessment. 

to. Cost Estimates. PEF expects to incur approximately $79 million in total capital 

costs to convert the Anclote units to fife 100% natural gas. PEF expects to incur approximately 

:526 million in 2012 and the remainder (approximately $53 million) in 2013. PEF currently 

anticipates that both converted units will be placed in service by the end of20l3. 

ll. Prudence of Expenditures. As discussed above, in order to ensure that the costs 

incurred to comply with the new regulation are prudent and reasonable. PEF performed a 

comparative analysis and determined that the natural gas conversion project is the most cost-

effective compliance option lor Anclote Units 1 and 2. To ensure that actual expenditures are 

reasonable. PEF will competitively bid procurement ofmajor boiler equipment to boiler original 

equipment manufacturers (OEMs). 

t2. No Base Rates Recovery of Program Costs. None of the costs tor wbich PEF 

seeks recovery by this Petition were included in the MFRs that PEF filed in its last ratcmaking 

proceeding in Docket No. 090079-EI. Therefore, the costs are not recovered in PEF's base rates. 

13. No Chansc in Current ECRC Factors. PEF does not seek to change the ECRC 

factors currently in effect for 20 12. The Company proposes to include in its estimated true-up 

tiling for 2012 all program costs incurred subsequent to the filing of this petition through the end 

of 20 t2. PEF expects that all of these costs will be subject to audit by the Commission and that 

5 
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the appropriate allocation of program costs to rate classes will be addressed in cormection with 

subsequent tilings. 

14. No Material Facts in Dispute. PEF is not aware of any dispute regarding any of 

the material facts contained in this petition. The information provided in this petition 

demonstrates that the programs for which approval is requested meets the requirements of 

Section 366.8255 and applicable Commission orders for recovery through the ECRC. 

. WHEREFORE, PEF requests that the Commission modifY the scope ofPEF's previously 

approved fntegrated Clean Air Compliance Program 	 to encompass additional activities 

associated with the Anclote MATS compliance project described above. such that the costs 

associated with such activities reasonably may be r:;;:vered through the ECRC. 

RESPECTFULL Y SUBMITfED this ;J{!:!.day of March, 2012. 

John T. Burnett HOPPING GREEN & SAMS. P.A. 
Associate General Counsel 
Dianne M. Triplett 
Associate General COWlsel Uy: 
PROGRESS ENERGY SERVICE 
COMPAt~Y. LLC 
Post Oftice Box 14042 
Sl Petersburg, FL 33733-4042 Tallahassee. FL 32314 
PEF-lSl 	 gperko@hgslaw.com 

Tel.: (850) 425-2359 
Fax: (850) 224-8551 

Attorneys for PROGRESS ENERGY FLORIDA, INC. 

V. Per 
l19 S. Monroe 
P.O. Box 6526 
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CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a true and correct copy of the foregoing has been 
furnished to all counsel of record and interested parties as listed below via regular U.S. 
mail this 29th day of March, 2012. 

Martha Carter Brown. Esquire 
Office ofGeneral Counset 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399-0850 

J. Jeffry Wahlen, Esquire 
James D. Beasley. Esquire 
Ausley Law Firm 
Post Office Bo:\ 391 
Tallahassee, Florida 32302 

J.R. Kelly, Esquire 
Patricia Christensen. Esquire 
Charles J. Reh.winkel, Esquire 
OfflCe of Public Counsel 
clo The Florida Legislature 
11 t West Madison Street, Room 812 
Tallahassee, Florida 32399 

Jeffrey A. Stone. Esquire 
Russell A. Badders. Esquire 
Beggs &. Lane Law Finn 
Post Office Box 12950 
Pensacola, Florida 32591·2950 

Karen S. White, Staff Attorney 
c/o AFLSNJACL-ULT 
139 Barnes Drive, Suite t 
Tyndall AFB, Florida 32403·5319 

Keef Law Finn 
Vicki Gordon Kaufman/John C. Moyle, Jr. 
118 North Gadsden Street 
Tallahassee, Florida 32301 

John T. Butler. Esquire 

florida Power & Light Co. 

iOO Universe Boulevard 

Juno Beach, Florida 33408-0420 


Florida Power & Light Co. 

215 S. Monroe Street, Suite 810 

Tallahassee. Florida 32301 


Paul Lewis, Jr. 

Progress Energy Florida. Inc. 

106 East College Avenue, Suite 800 

Tallahassee, florida 32301 * 1740 


Susan Ritenour, Esquire 

Gulf Power Company 

One Energy Place 

Pensacola. Florida 32520-0180 


Paula K. Brown, Esquire 

Regulatory Affairs 

Tampa Electric Company 

Post Office Box III 

Tampa. Florida 33601-01 I t 


R. Alexander Glenn. Esquire 
John T. Burnett, Esquire 
Dianne M. Triplett. Esquire 
Progress Energy Service Company, LLC 
Post Office Box 14042 
St. Petersburg. Florida 33133 
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A1tcln!!7! and CC~IlSeirJr5 

Writer's Direct Dial No. 
(UO) 42'·23'9 

May 14.2012 

Charles W. Murphy. Esquire 
Office ofOeneral Counsel 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee. FL 32399-0850 

Re: 	 In r. Environm,ntal Cost Recov,ry Claus" Docket No. 12ooo7-EI 
Progress Energy Florida's Integrated Clean Air Compliance Plan 

Dear Mr. Murphy: 

On bebaIfofProgresa Energy Florida. Inc. (PEP or "Company"), I am writing to update 
rhe Commission and the parties regardin8 PEF· s OogOin8 integrated clean air compliance 
plannin8 activities. As discussec:l below, PEP expects to incur additional costs. beyond those 
previously anticipated. for emissions monitorin8 and modeling activities associated with PEF's 
Integrated Clean Air Compliance Plan. 

In Order No. PSC· J1-0SS1-FOF-El issued in Docket No. l1ooo1-BI on December 7 
r-' 	 2011. the Commission approved SCRe recovery olPEF·s costs associated with emissions 

testin8 and related analyses necessary to develop PEF·s scrategy for achievin8 compliance with 
new hazardous air pollutant standards (now known as "MATSj at Crystal River Units 4 and S. 
At that time, PEP expected. to incur approximately $300,000 in costs lor emissions testin8 
needed to assess mercury, particulate and ac:id gas emissions from the Crystal River units.. Based 
on a review of the final MATS rule issued on December 21 f 20If. as weD as the results of ilnitiaJ 
emissions testing. PEF has determined that more detailed emissions testing and continuous 
monitorin8 is required to enable PHF to adequately assess potential mercury control strategies. 
Among other things, PEP plans to instaU mercury monitors that will enable the Company to 
develop a longer-term assessment ofmercury emissions under a variety ofoperatin8 conditions 
and control options.. This longer-term assessment is necessary to ensure that potential control 
options can consistently achieve compliance on a 30-day rolling average basis as required under 
the final MATS rule. 

In addition, as noted in PEF·s annual review ofits Integrated Clean Air Compliance Plan 
(filed as Exhibit PQW -Ion April 2. 2012), Best Available Retrofit Technology ("BART') 
requirements for sulfur dioxide ("S~") could become an issue for PEP units dependin8 upon the 
results ofongoin8litiption over EPA·s Cross-Stale Air PoJlution Rule ("CSAPRj. EPA is now 
requiring Florida to amend its State Implementation Plan to fac:ilitate implementation ofBART 
requirements once the CSAPR litigation is resolved. 

"-UJCTS 9 ~MY Il. ~ 
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As a result, PEF will be working with the Florida Department ofEnvironmental Protection to 
perfonn air quality modeling nccessary to detennine whether emissions from PEP units impact 
visibility conditions so as to trigger BART requirements for S02. 

Because the additional emissions monitoring and modeling a~tivities discussed above are 
within the scope ofPEF's previously approved Integrated Clean Air Compliance Plan. PEF win 
include the costs associated with these activities within the Company's estimated/actual 
projection filings for that program. We also win keep the Commission apprised ofany further 
developments related to the Integrated Ctean Air Compliance Plan during the course of this 
year's ECRC proceedings. 

In the meantime, please do not hesitate to contact me should you have any questions or 
comments. 

Very truly yours., 

HOPPINO OREEN & SAMS, P.A. 

Attorneys for PROORESS E'NEROY FLORIDA, INC. 

Enclosure 
cc: All counsel of.record 

Hopping Green &' Sams 
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