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

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

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

Q.
Have your duties and responsibilities remained the same since you last filed testimony in this proceeding?
A.
Yes.
Q.
Have you previously filed testimony before this Commission in connection with Progress Energy Florida's Environmental Cost Recovery Clause (ECRC)?
A.
Yes, I have.

Q.
What is the purpose of your testimony?

A.
The purpose of my testimony is to present, for Commission review and approval, Progress Energy Florida's Estimated/Actual True-up costs associated with Environmental Compliance activities for the period January 2005 through December 2005.

Q.
Have you prepared or caused to be prepared under your direction, supervision or control any exhibits in this proceeding?

A.
Yes.  I am sponsoring Exhibit No. __ (JP-2), which consists of PSC Forms 42-1E through 42-8E.  These forms provide a summary and detail of the Estimated/Actual True-up O&M and Capital Environmental costs for the period January 2005 through December 2005. 

Q.
What is the Estimated/Actual True-up amount that PEF is requesting recovery for the period of January 2005 through December 2005?

A.
The Estimated/Actual True-up amount for 2005 is an under-recovery, including interest, of $11,994,307 as shown in Exhibit No. __ (JP-2), Form 42-1E, Line 4.  This amount will be added to the final true-up over-recovery for $5,961,886 for 2004 shown on Form 42-2E, Line 7-a., resulting in a net under-recovery of $6,032,421 as shown on Form 42-2E, Line 11.  The detailed calculations supporting the estimated true-up for 2005 are contained in Forms 42-1E through 42-8E.
Q.
Please explain the calculation of the ECRC Estimated/Actual True-up amount you are requesting this Commission to approve.

A.
Forms 42-2E and 42-3E show the calculation of the ECRC Estimated/Actual True-up amount for the period of January 2005 through December 2005.  

Q.
Are any of the costs listed in Forms 42-1E through 42-8E attributable to Environmental Compliance projects that have not previously been approved by the Commission?

A.
Yes.   The costs include projected expenditures associated with four programs for which PEF is seeking approval in this docket.  These new programs are discussed and supported in the testimony of Kent D. Hedrick and Patricia Q. West.  
Q.
Are there any other new programs for which PEF is seeking recovery under the Environmental Cost Recovery Clause. 
A.
Yes.  As discussed in Ms. West’s testimony, on May 6, 2005, PEF filed a Petition for Approval of Environmental Cost Recovery for activities being implemented to comply with the U.S. Environmental Protection Agency’s new Clean Air Interstate Rule (CAIR) and the Clear Air Mercury Rule (CAMR).  PEF anticipates incurring approximately $2,000,000 in capital expenditures for this program in 2005.  However, these expenditures are classified as AFUDC and therefore are not included in the recoverable costs reflected in the schedules submitted with my testimony.  Such costs will be recovered when the associated pollution controls are placed in service.
Q.
How do the Estimated/Actual project expenditures for January 2005 through December 2005 compare with original projections?

A.
As shown on Form 42-4E, total O&M project cost are projected to be $8,968,687 or 29% higher than originally projected.  Total recoverable capital investments itemized on Form 42-6E, are projected to be $1,933,979 or 188% higher than originally projected.  Below are variance explanations for those approved O&M projects and Capital Investment Projects with significant variances.  Individual project variances are provided on Forms 42-4E and 42-6E.  Return on Capital Investment, Depreciation and Taxes for each project for the Estimated/Actual period are provided on Form 42-8E, pages 1 through 11.

1.   Distribution System Environmental Investigation, Remediation, and Pollution Prevention (Project #2) - O&M

Project expenditures are estimated to be $460,825 or 6% higher than previously projected.  This variance is due to remediation activities rolled over from the 2004 work plan into 2005 as a result of work delays.  This project is discussed in Kent D. Hedrick’s testimony.

2.   Pipeline Integrity Management (Project #3a) – O&M
Project expenditures are estimated to be $208,000 or 20% higher than previously projected.  This variance is primarily due to unanticipated activities undertaken to ensure pipeline protection for areas found to have inadequate cover or other risk reduction measures, in accordance with the PIM regulations and the company’s PIM Plan.  This project is discussed further in the testimony of Patricia Q. West.
3.
Pipeline Integrity Management – Bartow/Anclote Pipeline (Project #3b) – Capital  
Project expenditures are estimated to be $144,921 or 46% higher than previously forecasted.  This increase is primarily attributable to a reclass of expenses in 2005 which were erroneously charged to another project in 2004.  This project is further discussed in the testimony of Patricia Q. West.

4. SO2 Emissions Allowances (Project #5) – O&M
SO2 expenses are estimated to be $8,364,147 or 39% higher than originally projected.  This variance is driven by higher market prices for allowances which is partially offset by lower projected tons.  The price remains elevated, due to increased demand associated with the Clean Air Interstate Ruling (CAIR).  The actual average purchase price for 2005 allowances is $676 per ton versus the projected average price of $351 per ton.   As reflected in Exhibit #___(JP-3), prices for SO2 allowances ranged from $459 per ton in September 2004 to a high of $842 per ton in May 2005.  The 2005 reprojection shows a net decrease of 31,582 tons compared to the original projection filed in September 2004, primarily attributable to burning lower sulfur oil.  
5. Phase II Cooling Water Intake (Project #6) – O&M
Project expenditures are estimated to be $338,775 or 56% lower than originally forecasted.  This variance is primarily due to the FDEP granting an approval to defer work for one year at Crystal River, resulting in this work being rolled over into the 2006 work plan.  This project is further discussed in Patricia Q. West’s testimony.  

Q.
Does this conclude your testimony?

A.
Yes, it does.  
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