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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 1551, Raleigh, NC 27601.
Q.
By whom are you employed and in what capacity?

A.
I am employed by Progress Energy Service Company, LLC, as Director of Regulatory Planning.

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.
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 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 2006 through December 2006.

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 and revenue requirements for the period January 2006 through December 2006. 

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

A.
The Estimated/Actual True-up amount for 2006 is an under-recovery, including interest, of $16,770,646 as shown in Exhibit No. __ (JP-2), Form 42-1E, Line 4.  This amount will be added to the final true-up under-recovery of $237,170 for 2005 shown on Form 42-2E, Line 7-a., resulting in a net under-recovery of $17,007,817 as shown on Form 42-2E, Line 11.  The detailed calculations supporting the estimated true-up for 2006 are contained in Forms 42-1E through 42-8E.
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 the Modular Cooling Towers for which PEF is seeking approval in Docket No. 060162.  A revised petition was filed on July 13, 2006 seeking approval under the ECRC Docket (originally submitted February 24, 2006).  The Modular Cooling Tower Project will allow compliance with environmental permit requirements that limit the temperature of cooling water discharged from the Crystal River plant. 

Q.
What 2006 costs are associated with the Modular Cooling Tower Project?

A.
PEF is projecting $4,564,195 in O&M and $446,353 in capital expenditures ($74,471 revenue requirements on capital investment) for 2006 associated with the Modular Cooling Tower Project.

Q.
Are there any other new programs for which PEF is seeking recovery under the Environmental Cost Recovery Clause? 
A.
No.

Q.
How do the Estimated/Actual project expenditures for January 2006 through December 2006 compare with original projections?

A.
As shown on Form 42-4E, total O&M project costs are projected to be $17,223,446 or 100% higher than originally projected.  Total recoverable capital investments itemized on Form 42-6E, are projected to be $706,234 or 41% lower 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 10.
1.  Substation Environmental Investigation, Remediation, and Pollution Prevention (Project #1) - O&M

Project expenditures are estimated to be $2,436,252 or 210% higher than previously projected.  This variance is primarily attributable to higher than anticipated remediation costs at the West Lake Wales substation site and a greater number of sites being remediated in 2006 than originally projected.  This project is more fully discussed in Kent D. Hedrick’s testimony.  
2.  Distribution System Environmental Investigation, Remediation, and Pollution Prevention (Project #2) - O&M

Project expenditures are estimated to be $11,799,251 or 265% higher than previously projected.  This variance is primarily attributable to a higher number of sites being remediated than originally anticipated in the 2006 work plan.  This project is discussed in Kent D. Hedrick’s testimony.
3.  Above Ground Storage Tank Secondary Containment (Project #4) - Capital
While project capital expenditures are estimated to be $46,996 higher than projected, project revenue requirements for 2006 are $52,637 (13%) lower than previously forecasted because PEF originally projected a commercial in-service which was delayed, resulting in a decrease in depreciation and tax expense for the period.  This project is discussed in Patricia Q. West’s testimony.

4.  SO2 Emissions Allowances (Project #5) – O&M
SO2 expenses are estimated to be $942,147 or 10% lower than originally projected.  This variance is being driven by lower than projected average cost and a decrease in projected tons of emissions.  The decrease in tons is attributable to lower SO2 content in fuel, as well as lower projected energy requirements.
5.  SO2 Emissions Allowances (Project #5) – Capital
SO2 revenue requirements on working capital balances for emission allowances are estimated to be $277,160 or 89% lower than originally projected.  This variance is primarily driven by a lower inventory balance than projected due to the sale of 2.8% of the 2013 vintage allowances as required by the EPA.  The sale was not included in the original 2006 projections.  

6.  Phase II Cooling Water Intake (Project #6) – O&M
Project expenditures are estimated to be $573,746 or 39% lower than originally forecasted.  This variance is primarily attributable to reduced study work requirements and lower than projected contractor costs.  This project is further discussed in Patricia Q. West’s testimony.  

7.  CAIR/CAMR (Project #7) – Capital
Project capital expenditures are estimated to be $8.3 million lower than originally projected, resulting in revenue requirements that are estimated to be $410,698 or 91% lower than originally projected.  This variance is primarily attributable to schedule delays at Anclote due to additional needed studies, offset partially by changes in the compliance strategy for the Combustion Turbine projects.  This project is further discussed in Patricia Q. West’s testimony.
8.  Arsenic Groundwater Standard (Project #8) – O&M
Project expenditures are estimated to be $50,000 or 100% lower than originally forecasted.  This variance is due to the work being postponed until 2007.  We are still awaiting finalization of the FDEP permit.  This project is further discussed in Patricia Q. West’s testimony.  

 9. Sea Turtle – Coastal Street Lighting (Project #9) – Capital
Project revenue requirements are estimated to be $25,522 or 76% lower than originally forecasted.  This variance is primarily attributable to a delay in the commercial in-service date.  PEF originally projected a commercial in-service date of January 2006, which was delayed to October 2006, resulting in a decrease in depreciation expense for the period.  

10. Underground Storage Tanks (Project #10) – Capital

While project capital expenditures are estimated to be $23,000 higher than originally projected, project revenue requirements for 2006 are estimated to be $8,418 or 43% lower than previously forecasted because PEF projected a commercial in-service date which was delayed, resulting in a decrease in depreciation and tax expense for the period.  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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