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Q.
Please state your name and business address.

A.
My name is Patricia Q. West.  My business address is 100 Central Avenue, St. Petersburg, Florida, 33701.

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

A.
I am employed by Progress Energy Florida, Inc. (“PEF” or “Company”) as Manager of Environmental Projects and Strategy.  In that position, I have responsibility for the development of compliance strategies pertaining to new regulatory requirements for energy supply facilities in Florida, North Carolina, South Carolina and Georgia.

Q.
Please describe your background and experience in the environmental field.

A.
I obtained my B.S. degree in Biology from New College of the University of South Florida in 1983.  I was employed by the Polk County Health Department from 1983-1986 and by the Florida Department of Environmental Protection (“FDEP”) from 1986-1990.  At DEP, I was involved in compliance and enforcement efforts associated with petroleum storage facilities.  In 1990, I joined Florida Power Corporation as an Environmental Project Manager and then held progressively responsible positions in the company’s environmental services department, including the position of team leader for the integration of the environmental functions of Florida Power and Carolina Power and Light.  From 2001-2002, I served as Manager of Water Programs in the Environmental Services Section of PEF’s Technical Services Department.  In 2002, I assumed my current position as Manager of Environmental Programs and Strategy.  

Q.
Have you previously filed testimony before this Commission in connection with PEF Florida’s Environmental Cost Recovery Clause?

A.
Yes.
Q.
What is the purpose of your testimony?
A. 
The purpose of my testimony is to explain material variances between the Estimated/Actual project expenditures and the original cost projections for environmental compliance costs associated with PEF’s Pipeline Integrity Management, Aboveground Storage Tank Secondary Containment, and Section 316(b) Cooling Water Intake Programs for the period January 2005 through December 2005.

I also will explain the projected expenditures associated with PEF’s integrated compliance program necessitated by the U.S. Environmental Protection Agency’s (USEPA’s) new Clean Air Interstate Rule (CAIR) and Clean Air Mercury Rule (CAMR) for the remainder of 2005.  PEF petitioned the Commission for approval of cost recovery for this program on May 6, 2005. See Docket No. 050316-EI.  

Finally, I will describe three additional new environmental compliance programs that fall within my responsibility and for which PEF is seeking cost recovery in this docket.

Q.
Are you sponsoring any exhibits to your testimony?
A.
Yes.  I am sponsoring the following exhibits:

· Exhibit No. __ (PQW-1) – a copy of  Rule 62-550.310, Florida Administrative Code (F.A.C.); 

· Exhibit No. __ (PQW-2) – a copy of Rule 62-520.420, F.A.C.; and

· Exhibit No. __ (PQW-3) --  Rule 62-761.510, F.A.C.
· Exhibit No. __ (PQW-4) – List of underground storage tanks required to be upgraded under Rule 62-761.510, F.A.C.
Q. 
Please describe the variance between the Estimated/Actual project expenditures and the original projections for the Pipeline Integrity Management Program for the period January 2005 to December 2005.
A.
PEF projects a year-end variance of $ $208,000 in O&M costs for the Pipeline Integrity Management (“PIM”) Program.  This variance is primarily attributable to implementation of unanticipated activities undertaken to ensure pipeline protection for areas found to have inadequate coverage or other risk reduction measures, in accordance with the PIM regulations and the company’s PIM Plan.  In addition total year-end capital expenditures for this program are estimated to be $1,130,629 higher than previously forecasted.  As discussed in Mr. Portuondo’s testimony, this increase is primarily attributable to a reclass of expenses in 2005 which were erroneously charged to another project in 2004.  
Q. 
Please explain the variance between the Estimated/Actual project expenditures and the original projections for the Aboveground Storage Tank Program for the period January 2005 to December 2005.
A.
PEF projects that total year-end costs for this program will be $240,385 less than originally projected.  The variance is primarily due to the rescheduling of individual tank upgrades to ensure system availability during the critical hurricane season.  The original estimate was based upon the completion of upgrades of two large tanks at the Intercession City Site.  To ensure generation capability during the 2005 hurricane season only one tank and the fuel oil pipeline secondary containment at this site was completed.  However, a small aboveground storage tank at PEF’s Avon Park site which was originally scheduled in the 2006 work plan will be moved up and completed during the third and fourth quarters of 2005.  Engineering of the Bayboro and Suwannee piping upgrades will also occur in 2005.
Q.
Please explain the variance between the Estimated/Actual project expenditures and the original projections for the Section 316(b) Cooling Water Intake Program for the period January 2005 to December 2005. 

A.
PEF projects that total year-end costs for this program will be $338,775 less than originally projected.  The variance is the result of delays in starting field sampling work at the Anclote and Bartow sites ($75,000) and FDEP’s approval (via NPDES permit issued in May 2005) of deferring work for one year at Crystal River ($262,775). 

Q.
What costs do you expect to incur in 2005 in connection with the Clean Air Interstate Rule and the Clean Air Mercury Rule?  
A.
On May 6, 2005, PEF petitioned the Commission for approval of cost recovery for a new environmental program required to comply with these new regulations adopted by the USEPA.  For the remainder of 2005, we estimate total capital expenditures of $2,000,000 for preliminary engineering activities and strategy development work necessary to determine the Company’s integrated compliance strategy for the new rules.   

Q.
Are there any other new environmental programs that fall within your responsibilities for which PEF is seeking recovery in this docket?
A.
Yes.   PEF is seeking ECRC recovery of three additional new programs which fall within the scope of my responsibilities.  The three new programs include a new Arsenic Groundwater Standard Program, a new Groundwater Compliance Program, and a new Underground Storage Tank Program.
Q.
Are you familiar with the requirements that environmental costs must meet to be eligible for recovery through the ECRC?

A.
Yes.   The general requirements are that all expenditures must have been prudently incurred after April 13, 1993; all activities must be legally required to comply with a governmentally imposed environmental requirement which was created, or whose effect was triggered, after the company’s last test year on which rates are based; and none of the expenditures are being recovered through some other cost recovery mechanism or through base rates.  

Q.
Do the three new programs qualify for cost recovery under these criteria?

A.
Yes.  As discussed in more detail below, all three of the new programs are being implemented in response to new environmental requirements which were created, or whose effect was triggered, after the minimum filing requirements (MFRs) were submitted in the Company’s last rate case, Docket No. 000824-EI and were not included in the MFRs submitted in the current rate case before this commission in Docket No. 050078-EI.  None of the costs of the three new programs are being recovered through base rates or any other cost recovery mechanism.  PEF is seeking recovery of costs incurred after the date of the filing of this testimony. 

Q.
Please describe the new Arsenic Groundwater Standard Program.

A.
On January 22, 2001, the USEPA adopted a new maximum contaminant level (MCL) for arsenic in drinking water, replacing the previous standard of 0.050 mg/L with a new MCL of 0.010 mg/L (10ppb).  Effective January 1, 2005, the FDEP established the USEPA MCL as Florida’s drinking water standard.  See, Rule 62-550.310(1)(c), F.A.C. (Copy attached as Exhibit No. ___  (PQW-1).  The new standard has implications for land application and water reuse projects in Florida because the drinking water standard has been established as the groundwater standard by Rule 62-520.420(1), F.A.C. (Copy provided as Exhibit No. __ (PQW-2)).  Lowering the arsenic standard requires new analytical methods for sampling groundwater at numerous PEF sites.  Results from these tests will determine the extent of future compliance activities and associated costs.  
Q.
Has any other utility obtained approval of a similar program to comply with the new arsenic standard?

A.
Yes, the Commission approved Gulf Power Company’s program for compliance with this new standard in Order No. PSC-04-1187-FOF-EI, issued in Docket No. 040007-EI.

Q.
Has PEF projected the costs associated with the new Arsenic Groundwater Standard Program?
A.
Current O&M projections for testing are estimated to be $50,000 for 2005.  Future compliance activities and costs will depend on the analytical results and discussions with FDEP.   None of the costs for complying with the new standard are being recovered in base rates or through other cost recovery mechanisms.

Q.
Please describe the new Groundwater Compliance Program.

A.
In the mid 1990s, PEF evaluated naturally-occurring groundwater at some of its generating facilities to determine its ability to be used as a drinking water supply.  PEF discussed the results with FDEP in the context that the existing designation of the groundwater as “GII” (potential drinking water source) may not be appropriate and, therefore, groundwater discharges should not be held to the more stringent standards befitting of such designation.  Based on these discussions, subsequent permits included language that required the groundwater discharges at these sites to meet a less stringent “GIII” standard.  In 2004, however, the FDEP reversed its position on the issue in subsequent permitting actions for PEF’s Bartow and Anclote Plants which applied the more stringent GII standard in Chapters 62-520 and 62-550, FAC.  The upcoming renewal of the FDEP industrial wastewater (IWW) permit for PEF’s Crystal River Plant is expected to include this change as well.  As a result of these recent developments, PEF expects to incur costs for installation of new wells and monitoring to determine whether and to what extent additional measures must be taken to ensure compliance with the GII standards.

Q.
Has PEF projected costs of the new Groundwater Compliance Program?
A.
Yes.  PEF preliminarily projects additional compliance costs of approximately $72,000 for new well installation and monitoring at the Crystal River Plant beginning as early as the latter half of 2005.  Costs for future compliance activities and costs will depend on the analytical results and discussions with FDEP.  None of the costs associated with the new Groundwater Compliance Program are being recovered in base rates or through other cost recovery mechanisms.
Q.
Please describe the new Underground Storage Tank Program. 
A.
 FDEP rules require that underground pollutant storage tanks and small diameter piping be upgraded with secondary containment by December 31, 2009.  See Rule 62-761.510(5), F.A.C.  (Copy provided as Exhibit No. __ (PQW-3).  PEF has identified four storage Category A tanks that must comply with this rule:  two at the Crystal River power plant and two at the Bartow power plant.   Exhibit No. __ (PQW-4) is a list of the specific tanks that must be upgraded.
Q.   
Has any other utility obtained approval of any similar programs to comply 
with DEP ‘s Underground Storage Tank rules?
A.
Yes, the Commission previously approved an underground storage tank program for Florida Power and Light Company in Order No. PSC-03-1348-FOF-EI, Docket No. 030007-EI.
Q.
Has PEF projected the costs associated with the Underground Storage Tank Program?

A.
Yes.  PEF projects capital costs of $300,000 ($200,000 at Crystal River and $100,000 at Bartow) for the Underground Storage Tank Program.  PEF expects to incur these costs in 2006.  None of these costs are being recovered in base rates or through other cost recovery mechanisms.
Q.
Does this conclude your testimony?

A.
Yes it does.
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