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Please state your name and business address. 

My name is Lori Cross. My business address is 299 First Avenue North, St. 

Petersburg, FL 33701. 

By whom are you employed and in what capacity? 

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

Regulatory Planning Florida. 

Have you previously filed testimony before this Commission in connection 

with PEP'S Environmental Cost Recovery Clause (ECRC)? 

Yes, I have. 

Have your duties and responsibilities remained the same since you last filed 

testimony in this proceeding? 

Yes. 
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20 Q. 

21 

What is the purpose of your testimony? 

The purpose of my testimony is to present, for Commission review and 

approval, Progress Energy Florida’s (“PEF’s”) calculation of the revenue 

requirements and its ECRC factors for application on customer billings during 

the period January 2009 through December 2009. My testimony addresses the 

capital and operating and maintenance (“O&M”) expenses associated with 

PEF’s environmental compliance activities for the year 2009 and actions to date 

related to its emission allowance procurement strategy as part of its Integrated 

Clean Air Compliance Strategy in preparation for the requirements of the Clean 

Air Interstate Rule (“CAIR). 

Have you prepared or caused to be prepared under your direction, 

supervision or control any exhibits in this proceeding? 

Yes. I am sponsoring the following exhibits: 

1. Exhibit No. - (LC-3). which consists of PSC Forms 42-1P through 42- 

IP; and 

2. Exhibit No. - (LC-4), which provides details of four capital projects by 

site. 

What is the total recoverable revenue requirement relating to the 

projection period January 2009 through December 2009? 

2 
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The total recoverable revenue requirement including true-up amounts and 

revenue taxes is $137,323,719 as shown on Form 42-1P, Line 5 of Exhibit No. 

- (LC-3). 

What is the total true-up to be applied in the period January 2009 through 

December 2009? 

The total true-up applicable for this period is an under-recovery of $4,316,060. 

This consists of the final true-up of over-recovery of $5,556,369 for the period 

from January 2007 through December 2007 and an estimated true-up under- 

recovery of $9,872,429 for the current period of January 2008 through 

December 2008. The detailed calculation supporting the estimated true-up was 

provided on Forms 42-1E through 42-8E of Exhibit No. - (LC-1) filed with the 

Commission on August 4, 2008. 

Are all the costs listed in Forms 42-1P through 42-7P attributable to 

Environmental Compliance projects previously approved by the 

Commission? 

Yes, with the exception of the Crystal River 1&2 Thermal Discharge 

Compliance Project discussed below and the Greenhouse Gas Inventory and 

Reporting Project discussed in the pre-filed testimony of Patricia Q. West 

submitted on August 4,2008. PEF's 2009 ECRC projections include the 

following projects that have been previously approved by the Commission: 

3 
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The C A E  and the Clean Air Mercury Rule (“CAMR’) Program (No. 7) was 

previously approved as an ECRC recoverable project in Order No. PSC-05- 

125 1-FOF-EI. The Commission approved PEF’s Integrated Clean Air 

Compliance Plan for complying with CAE,  CAMR, the Clean Air Visibility 

Rule (“CAVR’) and related regulatory requirements in Order No. PSC-07-0922- 

FOF-EI. 

The Substation and Distribution System O&M programs (Nos. 1 and 2) were 

previously approved by the Commission in Order No. PSC-02-1735-FOF-EI. 

The Pipeline Integrity Management Program (No. 3) and the Above Ground 

Tank Secondary Containment Program (No. 4) were previously approved in 

Order No. PSC-03-1348-FOF-EI. 

The recovery of SO2 Emission Allowances (No. 5) was previously approved in 

Order No. PSC-95-0450-FOF-EI; however, the costs were moved to the ECRC 

Docket from the Fuel Docket beginning January 1,2004 at the request of Staff 

to be consistent with the other Florida IOUs. 

The Phase I1 Cooling Water Intake 316(b) Program (No. 6) was previously 

approved in Order No. PSC-04-0990-PAA-EI. 
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The Sea Turtle Lighting Program (No. 9), the Arsenic Groundwater Standard 

Program (No. 8), and the Underground Storage Tanks Program (No. 10) were 

previously approved in Order No. PSC-05-1251-FOF-EI. 

The Modular Cooling Tower Program (No. 11) was previously approved by 

Commission in Order No. PSC-07-0722-FOF-EI. 

Please describe the CR1&2 Thermal Discharge Compliance Project. 

In Order No. PSC-07-0722-FOF-EI, the Commission approved recovery of costs 

associated with installation and operation of leased Modular Cooling Towers 

(“MCTs”) to maintain compliance with thermal discharge limit in the Florida 

Department of Environmental Protection (“FDEF’”) industrial wastewater 

discharge permit for Crystal River Units 1 and 2 (“CRl&T). Consistent with 

PEFs petition and the final order approving the MCT Project, PEF has 

continued to evaluate the long term nature and extent of the issue associated 

with increased inlet water temperatures that triggered the need for additional 

cooling capacity to maintain compliance with the FDEP permit while 

minimizing derates of CR1&2. Through the CR1&2 Thermal Discharge 

Compliance Project, PEF will replace the MCTs with a more permanent 

compliance solution. Further detail regarding the compliance project is 

provided in the testimony of PEF witness Daniel Roderick. 
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Are you familiar with the requirements that environmental costs must meet 

to be eligible for recovery through the ECRC? 

Yes. The general requirements are follows: 

All expenditures must have been prudently incurred after April 13, 1993; 

All activities must be legally required to comply with a govemmentally 

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. 

Does the CR1&2 Thermal Discharge Compliance Project qualify for cost 

recovery under these criteria? 

Yes. The project is being implemented in response to the environmental 

requirements which whose effect was triggered after the minimum filing 

requirements (“MFRs”) were submitted in PEF‘s most recent ratemaking 

proceeding (Docket No. 050078-EI). As the Commission found in Order PSC- 

07-0722-FOF-E1 issued in Docket No. 060162-EI, no costs for the additional 

cooling capacity needed to maintain compliance with the FDEP thermal 

discharge permit limits were included in the MFRs that PEF filed in its most 

recent ratemaking proceeding. Therefore, the costs are not recovered in base 

rates. Likewise, none of the costs of this program are being recovered through 

any other cost recovery mechanism. 
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Have there been any recent developments concerning CAIR? 

Yes. As discussed in the testimony of other PEF witnesses, the U.S. Circuit 

Court of Appeals for the District of Columbia recently issued a decision 

vacating CAIR. As explained by PEF witness Michael Kennedy, the Court’s 

decision is not yet final, but PEF is working with state and federal agencies, as 

well as conducting intemal analyses, to determine the appropriate course of 

action once the D.C. Circuit’s decision becomes final and its full implications 

are known. As Mr. Kennedy and PEF witness Dale Wilterdink explain, PEF is 

continuing to implement the Crystal River emission control components of its 

Commission-approved Integrated Clean Air Compliance Plan as PEF assesses 

the potential implications of the Court’s decision. PEF is continuing with plans 

to place in service the following plant assets in 2009: the Selective Catalytic 

Reduction system at Crystal River Unit 5 (“CR5’3, the Urea to Amonia system, 

the Flue Gas Desulfurization at CR5, and Common Items. The revenue 

requirement of placing these items into service, including depreciation and 

property tax expense, is approximately $35 million, as reflected on Form 42-4P, 

page 9, of Exhibit No. - (LC-3). 

Has the D.C. Circuit’s decision vacating CAIR affected PEF’s projected 

emission allowance costs? 

Yes. As discussed in the pre-filed testimony of Joseph McCallister submitted on 

August 4,2008, PEF has suspended further purchases of annual and seasonal 

nitrogen oxide (“NOx”) allowances in light of the D.C. Circuit’s decision. Until 
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the Court’s decision is final, however, CAIR remains in effect. For that reason, 

we are assuming that PEF will need to use NOx allowances out of inventory in 

order to comply with C A R  in 2009. Additionally, PEF has assumed purchases 

to cover its short position in 2009 using the cost of annual NOx allowances on 

the day before the vacatur decision was issued. The costs of those NOx 

allowances are included in the projections provided in Form 42-4P, page 5, of 

Exhibit No. - (LC-3). 

Regardless of the C A E  vacatur, PEF will still be subject to the sulfur dioxide 

(“SO21)) allowance program under Title IV of the Clean Air Act. Thus, the 

projections provided in Form 42-4P, page 5 ,  of Exhibit No. - (LC-3) include 

SO2 allowance costs. 

Have you prepared schedules showing the calculation of the recoverable 

O&M project costs for 2009? 

Yes. Form 42-2P contained in Exhibit No. - (LC-3) summarizes the 

recoverable O&M cost estimates for these projects in the amount of 

$90,880,829. 

Have you prepared schedules showing the calculation of the recoverable 

capital project costs for 208? 

Yes. Form 42-3P contained in Exhibit No. -(LC-3), summarizes the cost 

estimates projected for these projects. Form 42-4P, pages 1 through 14, shows 
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the calculations of these costs that result in recoverable jurisdictional capital 

costs of $42,028,028. 

Q. Have you prepared schedules providing the description and progress 

reports for all environmental compliance activities and projects? 

Yes. Form 42-5P, pages 1 through 11, contained in Exhibit No. - (LC-3) 

provides each project description and progress, as well as the projected 

recoverable cost estimates. 

A. 

Q. What is the total projected jurisdictional costs for environmental 

compliance activities in the year 2009? 

The total jurisdictional capital and O&M costs of $137,323,719 to be recovered A. 

through the ECRC, are calculated on Form 42-1P, contained in Exhibit No. - 

(LC-3). 

Q. 

A. 

Please describe how the proposed ECRC factors were developed. 

The ECRC factors were calculated as shown on Forms 42-6P and 42-7P contained 

in Exhibit No. - (LC-3). The demand allocation factors were calculated by 

determining the percentage each rate class contributes to the monthly system peaks 

and then adjusted for losses for each rate class. The energy allocation factors were 

calculated by determining the percentage each rate class contributes to total 

kilowatt-hour sales and then adjusted for losses for each rate class. This 
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information was obtained from PEF's July 2007 load research study. Form 42-7P 

presents the calculation of the proposed ECRC billing factors by rate class. 

Q. What are PEF's proposed 2009 ECRC billing factors by the various rate 

classes and delivery voltages? 

The computation of PEF's proposed ECRC factors for customer billings in 2009 is 

shown on Form 42-7P, contained in Exhibit No. -(LC-3). In summary, these 

factors are as follows: 

A. 

RATE CLASS 

esidential 

ieneral Service Non-Demand 

@ Secondary Voltage 

@ Primary Voltage 

@ Transmission Voltage 

ieneral Service 100% Load Factor 

ieneral Service Demand 

@ Secondary Voltage 

@ Primary Voltage 

@ Transmission Voltage 
~ 

Curtailable 

@ Secondary Voltage 

@ Primary Voltage ' 

@ Transmission Voltage 

ECRC FACTORS 

0.368 centskWh 

0.343 centskWh 

0.340centskWh 

0.336 centskWh 

0.29 lcentskWh 

0.307centskWh 

0.304 centskwh 

0.301 centskWh 

0.287 centskWh 

0.284 centskWh 

0.281 centskWh 

10 
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Interruptible 

@ Secondary Voltage 

@ Primary Voltage 

@ Transmission Voltage 
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Q. 

A. 

Q. 
A. 

Q. 
A. 

0.296 centskWh 

0.293 centskWh 

0.290 centskWh 

I Lighting 0.252 centskWh 

When is PEF requesting that the proposed ECRC billing factors be made 

effective? 

PEF is requesting that its proposed ECRC billing factors be made effective with 

the first bill group for January 2009 and continue through the last bill group for 

December 2009. 

Please summarize your testimony. 

My testimony supports the approval of an average environmental billing factor of 

0.338 cents per kWh which includes projected capital and O&M revenue 

requirements of $137,224,917 associated with a total of 12 environmental projects 

and a true-up under-recovery provision of $4,316,060. My testimony also 

demonstrates that the projected environmental expenditures for 2009 are 

appropriate for recovery through the ECRC. 

Does this conclude your testimony? 

Yes, it does. 
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Line - 

PROGRESS ENERGY FLORIDA 
Environmental Cost Recovery Clause (ECRC) 
Total Jurisdictional Amount to be Recovered 

For the Projected Period 
January 2009 through December 2009 

(in Dollars) 

Form 42-1 P 

Transmission Distribution Production 
Energy Demand Demand Demand Total 

($) ($) ($1 (0) ($) 

1 Total Jurisdictional Rev. Req. for the projected period 
a Projected OBM Activities (Form 42-2P, Lines 7 through 9) 
b Projected Capital Projects (Form 42-3P, Lines 7 through 9) 
c Total Jurisdictional Rev. Req. for the projected period (Lines l a  + lb) 

2 True-up for Estimated Over/(Under) Recovery for the 
current period January 2008 - December 2008 
(Form 42-2E, Line 5 + 6 + 10) 

3 Final True-up for the period January 2007 - December 2007 
(Form 42-1A, Line 3) 

4 Total Jurisdictional Amount to Be Recovered(Refunded) 
in the Projection period January 2008 - December 2008 
(Line 1 - Line 2 - Line 3) 

5 Total Projected Jurisdictional Amount Adjusted for Taxes 
(Line 4 x Revenue Tax Multiplier of 1.00072) 

$71.453.196 $2.805.512 $11.410.385 $5.411.736 $90,880,829 
6,666;866 0 7,173 35,354,187 42,028,028 

$78,119,864 $2,605,512 $1 1,417,558 $40,765,923 $132,908,857 

(3,714,500) (317,677) (4,820,298) (1,019,953) ($9,872,429) 

768,986 378,351 3,677,169 733,884 $5,556,369 

$81,065,398 $2,546.839 $12,560,688 $41,051,993 $137,224,917 

$81,123,765 $2,548,672 $12,569,731 $41,081,550 $137,323,719 
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PROGRESS ENERGY FLORIDA Page 19 of32 Form 42-5P 
Page 1 of 12 Environmental Cost Recovety Clause (ECRC) 

Description and Progress Report for 
Environmental Compliance Activities and Projects 

JANUARY ZOOS - DECEMBER 2009 

Project Title: 
Project No. 1 

Project Description: 
Chapter 376, Florida Statutes, requires that any person discharging a prohibited pollutant shall undertake to contain, remove, and 
abate the discharge to the satisfaction of the Florida Department of Environmental Protection. Similaliy, Chapter 403, Florida Statutes 
provides that it is prohibited to cause pollution so as to harm or injure human health or welfare, animal, plant, or aquatic life or 
properly. For Progress Energy Florida to continue to comply with these statutes, it is conducting environmental investigation, 
remediation, and pollution prevention activities associated with its substation facilities to determine the existence of pollutant 
discharges, and if present, their removal and remediation. Activities also include development and implementation of best 
management and pollution prevention measures at these facilities. 

Substatlon Environmental Investigatlon, Remediation, and Pollution Prevention 

Project Accomplishments: 
PEF has conducted environmental remediations at 40 substations during 2008. PEF is currently on target to meet the schedule for 
substation remediations agreed to with the FDEP for 2008. 

Project Fiscal Expenditures: 
January 1. 2008 to December 31, 2008: Project expenditures are estimated to be $2,736,930 higher than originally projected. This 
variance is primarily due to higher than expected remediation costs at several substation sites. 

Project Progress Summary: 
PEF is on schedule according to the approved Substation Inspection Plan and the Substation Asssssment and Remedial Action Plan. 

Project Projectlons: 
Estimated project expenditures for the period Januaty 2009 through December 2009 are expected to be $6,831,238. 
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Page 2 of 12 Environmental Cost Recovery Clause (ECRC) 

Description and Progress Report for 
Environmental Compliance Activities and Projects 

JANUARY 2009 - DECEMBER 2009 

ProlecZ Title: 
ProjfM No. 2 

Project Description: 
Chapter 376, Florida Statutes, requires that any person discharging a prohibited pollutant shall undertake to contain, remove, and 
abate the discharge to the satisfaction of the Florida Department of Environmental Protection. Similarly, Chapter 403, Florida 
Statutes provides that it is prohibited to cause pollution so as to harm or injure human health or welfare, animal, plant, or aquatic life 
or property. For Progress Energy Florida to continue to comply with these statutes, it is conducting environmental investigation, 
remediation, and pollution prevention activities associated with its distribution system facilities to determine the existence of pollutant 
discharges, and if present, their removal and remediation. Activities also include development and implementation of best 
management and pollution prevention measures at these facilities. 

Dlstributlon System Environmental Investlgatlon, Remediatlon, and Pollutlon Prevention 

Project Accomplishments: 
Progress Energy conducted environmental inspections on 9,659 sites during 2008. In addition, Progress Energy is expecting to 
complete remediations on 1,136 distribution padmount transformer sites in 2008. All remediations have been conducted in 
accordance with the FDEP apprwed Environmental Remediation Strategy. 

Project Fiscal Expenditures: 
January 1,2008 to December 31,2008: Project expenditures are estimated to be $427,507 higher than originally projected. This 
variance is primarily due to a higher number of sites being remediated than originally anticipated in the 2008 work plan, including 
carryover from the 2007 work plan. 

Project Progress Summary: 
This project is on schedule according to the approved Distribution System Investigation, Remediation and Pollution Prevention 
Program. 

Project Projections: 
Estimated project expenditures for the period January 2009 through December 2009 are expected to be approximately $8 million. 
Progress Energy is expecting to complete remediations on approximately 900 sites. 



Y FL I 
Environmental Cost Recovery Clause (ECRC) 

Description and Progress Report for 
Environmental Compliance Activities and Projects 

JANUARY 2009 - DECEMBER 2009 
Page 3 of 12 

Project Tile: 
Project No. 3 

Project Descrlptlon: 
The U.S. Department of Transportation ("USDOT") Regulation 49 CFR Part 195, as amended effective February 15,2002 and the new 
regulation published at 67 Federal Register 2136 on January 16, 2002 requires PEF to implement a Pipeline Integrity Management 
Program. Prior to the February 15,2002 amendments, the USDOT's pipeline integrity management regulations applied only to 
operators with 500 miles or more of hazardous liquid and carbon dioxide pipelines that could affect high consequence areas. The 
amendments which became effective on February 15,2002 extended the requirements for implementing integrity management to 
operators who have less than 500 miles of regulated pipelines. As such, PEF must improve the integrity of pipeline systems in order to 
protect public safety and the environment, as well as comply with continual assessment and evaluation of pipeline systems integrity 
through inspection or testing, data integration and analysis, and follow up with remedial, preventative, and mitigative actions. 

PEF owns one hazardous liquid pipeline that is subject to the new regulation and must comply with the new requirements for the 
Baftow/Anclote 14-inch hot oil pipeline, extending 33.3 miles from the Company's Baftow Plant nom of St. Petersburg. 

Plpellne Integrity Management, RevlewNpdete Plan and Risk Assessments 

Project Accomplishments: 
During 2008, PEF continued work on the PIM program. This effort included ongoing activities as required by the integrity management 
regulation as well as projects to address protection of valve mechanisms along US. Highway 19 and remote control of valves designed 
to isolate sections of the pipeline in the event of a leak. 

Project Fiscal Expenditures: 
January 1, 2008 to December 31,2008: O&M project expenditures are estimated to be $146,057 higher than originally projected. This 
variance is due to an increase in the scope of work. An additional $332,707 in capital costs were incurred due to higher than expected 
costs for the installation of the Pipeline Controls upgrade project. 

Project Progress Summary: 
Review and updates to the integrity management plan and risk analyses continue on target. Compliance work will continue through the 
end of 2008, and into the future. 

Project Projections: 
Estimated project O&M expenditures for the period January 2009 through December 2009 are expected to be $1,101,000; estimated 
capital expenditure for the period are expected to be $60,000. 
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Form 42-5P 
Page 4 of 12 

Project TBle: 
Project No. 4 

Project Description: 
Florida Department of Environmental Protection Rule 62-761.510(3) states that the Company is required to make improvements to 
many of its above ground petroleum storage tanks in order to comply with those provisions. Subsection (d) of that rule requires all 
internally lined single bottom above ground storage tanks to be upgraded with secondary containment, including secondary 
containment for piping in contact with the soil. Rule 62-761.500(l)(e) also requires that dike field area containment for pre-1998 tanks 
be upgraded, if needed, to comply with the requirement. 

Above Ground Storage lank  Secondary Containment 

Project Accomplishments: 
Activities during 2007 included continued work on above ground storage tank systems at Debary, Turner 7, and Turner 8. 

Project FIscal Expenditures: 
January 1, 2008 to December 31,2008: O&M project expenditures are estimated to be $368,303 higher than original projection due 
to costs for additional work necessary to bring Turner Tank 8 into compliance with secondary containment requirement. Capital 
project expenditures will be approximately $1,809,738 higher than the original projection due to the upgrades of two tanks at the 
Turner combustion turbine facility. 

Project Progress Summary: 
PEF will continually evaluate its compliance program, including project prioritization, schedule, and technology applications. 

Project Projections: 
Estimated capital expenditures for the period January 2009 through December 2009 are expected to be approximately $1.3 million. 
The costs are associated with work at the Barlow and Higgins combustion turbine sites. 
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Project Title: SO2 and NOXEmlsslons 
Project No. 5 

Project Description: 
In accordance with Title IV of the Clean Air Act, CFR 40 Part 73 and Part 76, and Florida Statute Regulation 62-214, PEF manages 
the company's SO2 and NOX emissions allowance inventory for the purpose of offsetting sulfur dioxide and nitrogen oxides 
emissions in compliance with the Federal Acid Rain Program. 

Project Accomplishments: 
For purposes of compliance with an affected unit's sulfur dioxide and nitrogen oxides emissions requirements under the Acid Rain 
Program, the air quality compliance costs are administered by an authorized account representative who evaluates a variety of 
resources and options. Activities performed include purchases of SO2 and NOX emissions allowances as well as auctions and 
transfers of SO2 emissions allowances. 

Project Fiscal Expenditures: 
January 1, 2008 to December 31, 2008: Project expenditures are estimated to be $1,649,557 lower than originally projected. This 
variance is primarily driven by a decrease in projected tons of emissions attributable to lower SO2 content in fuel, as well as lower 
projected energy requirements. There were no NOX allowance expenditures in 2008 as they will not take effect until 2009. 

Project Progress Summary: 
PEF continually evaluates its compliance strategy to manage the most cost effective program and to mitigate higher gas prices which 
can impact our fuel mix as it relates to emissions as a result of residual oil. 

Project Projections: 
Estimated SO2 and NOX project expenditures for the period January 2009 through December 2009 are expected to bs $4,688,137 
and $67,288,060, respectively. 
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Description and Progress Report for 
Environmental Compliance Activities and Projects 

JANUARY 2009 -DECEMBER 2009 

Project Title: 
Project No. 6 

Project Description: 
Section 316(b) ofthe Federal Clean Water Act, requires that "the location, design, construction, and capacity of cooling water intake 
structures reflect the best technology available for minimizing adverse environmental impact.' 33 U.S.C. Section 1326. In the past, 
EPA and the state regulatory agency implemented Section 316(b) on a case-by-case basis. In the new Phase 11 rules, EPA has 
established "national performance standards' for determining compliance with Section 316(b) at certain existing electric generating 
facilities. See 40 CFR 125.94(b). The process of compliance involves planning and scheduling efforts, conducting certain biological 
studies, and evaluation of options for compliance. These compliance options involve engineering measures, operational measures, 
restorative measures and/or cost assessment measures. See generally 40 CFR 125.94 and 125.95. 

Phase It Cooling Water Intake 

Project Accomplishments: 
PEF facilities subject to EPA's new Phase I1 rules include Anclote, Bartow, Crystal River and Suwannee plants. Early in 2004 PEF 
requested competitive bids for an environmental consultant to support the development of a Compliance Strategy and 
Implementation Plan (CSIP); that contract was secured and the CSIP is now complete. The consultant completed a Proposals for 
Information Collection (PICs) for Anclote and Bartow. Suwannee and Crystal River and they have been submitted to FDEP. FDEP 
approved all the PICs, and field work is now underway. 

Project Flscal Expendlures: 
January 2008 - December 2008: PEF's projected expenditures will be approximately $38,128 less than the original projection for 
2008. This variance is primarily attributable to lower than expected costs to complete reports summarizing the results of the 
completed biological studies. Work has been suspended on the project pending completion of additional rulemaking by the US. 
Environmental Protection Agency (EPA) in response to the Second U.S. Circuit Court of Appeals' vacatur of the Phase II cooling 
water intake rules. 

Project Progress Summary: 
The original baseline biological studies have been completed. Work has been suspended pending completion of additional 
rulemaking. 

Project Projections: 
Due to the vacatur, the estimated project O&M expenditures for the period January 2009 through December 2009 are projected to be 
$0. 
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JANUARY 2009 - DECEMBER 2009 

Project Title: CAtR and CAMR 
Project No. 7 

Project Descriptlon: 
Clean Air Interstate Rule (CAIR), 40 CFR 24,262, imposes significant new restrictions on emissions of sulfur dioxide (‘SOP) and 
nitrogen oxides (“Ox”) from power plants in 28 eastern states, including Florida and the District of Columbia. The CAIR rule 
apportions region-wide SO2 and NOx emission reduction requirements to the individual states, and further requires each affected 
state to revise its State Implementation Plans (“SIP‘) by September 2006 to include measures necessary to achieve its emission 
reduction budget within the prescribed deadlines. The Clean Air Mercury Rule (CAMR), 40 CFR Part 60 Subpart Da and 40 CFR 
Part 60 Subpart HHHH, employs a cap on total mercury emissions from coal-fired power plants in order to achieve significant 
emissions reductions. Mercury emissions from new and existing coal-fired utility units will be capped at specified nationwide levels. 

Project Accomplishments: 
Progress Energy expects to achieve several significant project milestones in 2009. In May 2009, we expect to place the Crystal River 
Unit 5 low NOx burners (“LNB”) and selective catalytic (“SCR”) system and the urea to ammonia hydrolyzer into service. Additionally, 
in November 2009, we expect to place the Unit 5 Flue Gas Desulfurization (‘FGD” or “scrubber“) system and chimney into service. 

Project Fiscal Expendltures: 
January 2008 - December 2008: PEPS expenditures for the Crystal River Projects in 2008 will be approximately $527 million, which 
is approximately $42 million less than projected in last year’s docket. Of this difference, approximately $12 million is attributable to 
the fact that last year‘s projections were based on contract prices that were not finalized until PEF executed the Engineering 
Procurement and Construction (EPC) contract for the Project after the projects were submitted. The remaining variance is 
attributable to work on particulate controls for which PEF is no longer requesting ECRC recovery. 

Project Progress Summary: 
PEF will continue to regularly track project expenditures against the detailed project scopes to ensure that PEF receives what it 
contracted for and that any scope changes are properly evaluated and documented. We also will continue to conduct regularly 
scheduled meetings with the primary contractors and senior management to maintain supervision of the project, to ensure that 
management remains fully informed, and to ensure that management expectations are communicated to the outside vendors and the 
project team. 

Project Projections: 
Estimated project expenditures for the period January 2009 through December 2009 are expected to be approximately $215.9 million 
relating to the SCR and FGD systems at both Crystal River Units 4 and 5. 
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Description and Progress Report for 
Environmental Compliance Activities and Projects 

Page 8 of 12 
JANUARY 2009 - DECEMBER 2009 

Project Title: h e n l c  Groundwater Standard 
Project No. 8 

Project Description: 
On January 22,2001, the US. Environmental Protection Agency (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 (1Oppb). Effective January 1, 
2005, FDEP established the USEPA MCL as Florida’s drinking water standard. See Rule 62-550. F.A.C. The new standard has 
implications for land application and water reuse projectsin Florida because the drinking water standard has been established as the 
groundwater standard by Rule 62-520.420(1), F.A.C. Lowering the arsenic standard will require new analytical methods for sampling 
groundwater at numerous PEF sites. 

Project Accomplishments: 
Sampling of existing monitoring wells continues as required by the groundwater monitoring plan. As results are gathered and 
submitted to FDEP, PEF will be able to determine future compliance activities and costs. The industrial wastewater permit, including 
the groundwater monitoring plan, was issued on January 9, 2007. 

Project Flscal Expenditures: 
January 2008 - December 2008: O&M costs are expected to be $77,669 lower than originally forecasted as work continues with 
FDEP to establish an arsenic compliance plan and schedule. 

Project Progress Summary: 
PEF will continually evaluate analytical results and maintain ongoing communication with FDEP regarding compliance strategies. 

Project Projections: 
Estimated project expenditures for the period January 2009 through December 2009 are expected to be $77,669 for analytical testing 
and consultant costs associated with development of compliance strategies. These strategies will depend upon analytical results and 
discussions with FDEP. 
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Project Title: 
Project No. 9 

Project Description: 
PEF owns and leases high pressure sodium streetlights throughout its service territory, including areas along the Florida coast. 
Pursuant to Section 161.163, Florida Statutes, the Florida Department of Environmental Protection (FDEP), in collaboration with the 
Florida Fish and Wildlife Conservation Commission (FFWCC) and the U.S. Fish &Wildlife Service (USFWS), has developed a 
model Sea Turtle lighting ordinance. The model ordinance is used by the local governments to develop and implement local 
ordinances within their jurisdiction. To date, Sea Turtle lighting ordinances have been adopted in Franklin County, Gulf County and 
the City of Mexico Beach in Bay County, all of which are within PEF's service territory. Since 2004, officials from the various local 
governments, as well as FDEP, FFWC, and USFWS, have advised PEF that lighting it owns and leases is affecting turtle nesting 
areas that fall within the scope of these ordinances, As a result, the local governments are requiring PEF to take additional 
measures to satisfy new criteria being applied to ensure compliance with the ordinances. 

Sea Turtle - Coastal Street Lighting 

Project Accomplishments: 
PEF has worked with Franklin County to determine the most cost-effective compliance measures for affected lighting on St. George 
Island. Compliance measures that have been performed include retrofitting existing streetlights, monitoring them for effectiveness, 
and making modifications to the retrofitted lights where applicable. 
expected to continue through 2010. 

Project studies are ongoing with University of Florida and are 

Project Fiscal Expenditures: 
January 1, 2008 to December 31,2008: Project revenue requirements are estimated to be $175,165 lower than originally projected 
due to lower costs of the joint study performed with the University of Florida. 

Project Progress Summary: 
PEF is on schedule with the activities identified for this program. 

Project Projectlons: 
Estimated project expenditures for the period January 2009 through December 2009 are expected to be $5,000 in O&M costs and 
$20,000 in capital expenditures to ensure ongoing compliance with sea turtle ordinances. 
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Description and Progress Report for 
Environmental Compliance Activities and Projects 

JANUARY 2009 - DECEMBER 2009 

Project Tltle: Underground Storage Tanks 
Project No. 10 

Project Description: 
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. PEF has identified four tanks that must comply with this rule: two at the 
Crystal River power plant and two at the Bartow power plant. The necessary work was performed in 2006. 

Project Accomplishments: 
Work on Crystal River and Bartow USTs was completed in the fourth quarter 2006. 

Project Fiscal Expenditures: 
$0 was projected to be spent in 2008. 

Project Projections: 
No project capital expenditures are anticipated for the period January 2009 through December 2009. 
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JANUARY 2009 - DECEMBER 2009 

Project Title: Modular Cooling Towers 
Project No. 11 

Project Descrlption: 
The project involves installation and operation of modular cooling towers in the summer months to minimize "de-rates' of PEPS 
Cyrstal River Units 1 and 2 necessary to comply with the NPDES permit limit for the temperature of cooling water discharged from the 
units. 

Project Accomplishments: 
Vendors of modular cooling towers were evaluated regarding cost of installation and operation. The Florida Department of 
Environmental Protection reviewed the project and approved operation. A vendor was selected and the towers were installed during 
the second quarter of 2006. 

Project Fiscal Expenditures: 
Project O&M costs of approximately $3.4 million per year are expected, including unit mobilization and setup, rental fees, de- 
mobilization and fill replacement. 

Project Progress Summary: 
Modular cooling towers began operation in June 2006 and have successfully minimized de-rates of Units 1 and 2. 

Project Projectlons: 
Estimated project expenditures are expected to be approximately $3.4 million for the period January 2009 thru December 2009. 
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PROGRESS EN ERGY FLORIDA 
Environmental Cost Recovery Clause (ECRC) 

JANUARY 2009 - DECEMBER 2009 
Description and Progress Report for 

Environmental Compliance Activities and Projects 

Project Title: 
Project No. 11.1 

Project Description: 
This project will evaluate and implement the best long term solution to maintain compliance with the thermal discharge limit in FDEP 
industrial wastewater permit for Crystal River 1 & 2 that is currently being addressed in the short term by the Modular Cooling Towers 
approved in Docket # 060162- El for ECRC recovery. 

Crystal River Thermal Discharge Compllance Project 

Project Accomplishments: 
The Study phase of the project is complete. The recommendation is to replace the modular coding towers in cwdination with the 
cooling solution for the CR3 EPU discharge canal cooling solution. The best way to accomplish the recommendation is being 
evaluated. 

Project Fiscal Expandltures: 
$0 was projected to be spent in 2008. 

Project Progress Summary: 
The conceptual design is complete. The final design contract offering is being prepared and is expected to be issued this year. 

Project Projectlons: 
Estimated project expenditures are expected to be approximately $1 1.9 million for the period January 2009 thru December 2009. 
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