
I 

2 

3 

A 

5 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

DIRECT TESTIMONY OF 

THOMAS G. FOSTER 

ON BEHALF OF 

PROGRESS ENERGY FLORIDA 
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9 Q. Please state your name and business address. 

IO A. 

1 1  St. Petersburg, FL 33701. 

12 

13 Q. 

14 A. 

15 Regulatory Planning Florida. 

My name is Thomas G. Foster. My business address is 299 First Avenue North, 

By whom are you employed and in what capacity? 

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

16 

17 Q. What are your responsibilities in that position? 

I8 A. 

19 
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21 
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I am responsible for regulatory planning and cost recovery for Progress 

Energy Florida, Inc. ("PEP). These responsibilities include: regulatory 

financial reports; and analysis of state, federal and local regulations and 

their impact on PEF. In this capacity, I am also responsible for PEF's 

Estimated/Actual and Projection filings in the Environmental Cost 

Recovery Clause (ECRC). 
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Please describe your educational background and professional experience. 

I joined Progress Energy on October 31,2005 as a Senior Financial analyst in 

the Regulatory group. In that capacity I supported the preparation of testimony 

and exhibits associated with various Dockets. In late 2008, I was promoted to 

Supervisor Regulatory Planning. Prior to working at Progress I was the 

Supervisor in the Fixed Asset group at Eckerd Drug. In this role I was 

responsible for ensuring proper accounting for all fixed assets as well as various 

other accounting responsibilities. I have 6 years of experience related to the 

operation and maintenance of power plants obtained while serving in the United 

States Navy as a Nuclear operator. I received a Bachelors of Science degree in 

Nuclear Engineering Technology from Thomas Edison State College. I received 

a Masters of Business Administration with a focus on finance from the 

University of South Florida and I am a Certified Public Accountant in the State 

of Florida. 

What is the purpose of your testimony? 

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 201 1 through 

December 201 1. 
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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. -TGF-1, which consists of PSC Forms 42-1E through 42- 

9E; and 

2. Exhibit No. -TGF-2, which provides details of capital projects by site. 

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 201 1 through December 201 1. 

What is the EstimatedIActual True-up amount for which PEF is requesting 

recovery for the period of January 2011 through December 2011? 

The EstimatedActual True-up amount for 201 1 is an over-recovery, including 

interest, of $2,552,337 as shown in Exhibit No. - (TGF-I), Form 42-1E, Line 

4. This amount will be added to the final true-up over-recovery of $6,232,839 

for 2010 shown on Form 42-2E3, Line 7a, resulting in a net over-recovery of 

$8,785,176 as shown on Form 42-2E, Line 11. The detailed calculations 

supporting the estimated true-up for 201 1 are contained in Forms 42- 1 E through 

42-8E. 

3 



1 

2 

3 

4 

5 

6 

7 

8 

9 

IO 

1 1  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Are any of the costs listed in Forms 42-1E through 42-83 attributable to 

Environmental Compliance projects that have not previously been 

approved by the Commission? 

No, with the exception of Project 16 the NPDES Program and Project 17 the 

MACT Program. PEF petitioned the Commission for approval of recovery of 

these costs on March 11,201 1 and May 24,201 1, respectively. These Programs 

are further discussed in the testimony of Ms. Patricia Q. West. 

What capital structure, components and cost rates did Progress Energy 

Florida rely upon to calculate the revenue requirement rate of return for 

the period January 2011 through December 2011. 

The capital structure, components and cost rates relied upon to calculate the 

revenue requirement rate of return for the period January 201 1 through 

December 201 1 are shown on page 42-9E. Page 42-9E includes the derivation of 

debt and equity components used in the Return on Average Net Investment, 

lines 7 (a) and (b), on Form 42-8E included in Exhibit TGF-1. The schedule 

also cites all sources and includes the rationale for using the particular capital 

structure and cost rates. 

How do the Estimated/Actnal O&M expenditures for January 2011 

through December 201 1 compare with original projections? 

Form 42-4E shows that total O&M project costs are projected to be $5,044,609 

or 10% higher than originally projected. Following are variance explanations 
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for those O&M projects with significant variances. Individual project variances 

are provided on Form 42-4E. 

O&M Proiect Variances: 

1. Transmission and Distribution Substation Environmental Investigation, 

Remediation, and Pollution Prevention (Project #1) - O&M 

O&M project expenditures for the Substation System Program are estimated 

to be $5,193,418 or 169% higher than originally projected. As discussed in 

the testimony of Mr. Corey Zeigler, this variance is primarily attributable to 

higher amounts of subsurface contamination encountered at the remediation 

sites. 

2. Distribution System Environmental Investigation, Remediation, and 

Pollution Prevention (Project #2) - O&M 

PEF is projecting O&M expenditures to be $653,466 or 9% lower for this 

program than originally projected. This variance is discussed in the 

testimony of Mr. Corey Zeigler. 

3. Emissions Allowances (Project #5) - O&M 

SO2 and NOx expenses are estimated to be $292,628 or 5% lower than 

originally projected. This variance is primarily driven by lower than 

anticipated NOx allowance prices partially offset by higher than projected 

NOx allowance usage. 
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4. CAIR Crystal River- Energy (Project #7.4) - O&M 

Total O&M project costs are estimated to be $81,603 or less than 1% higher 

than originally projected. As further discussed in the testimony of Mr. 

David Sorrick, this variance is primarily being driven by a $944,129 

decrease in CAIR Project 7.4 -Energy and a $914,325 increase in CAIR 

Project 7.4 -Base. 

Q. How do the EstimatedIActual Capital recoverable investments for January 

2011 through December 2011 compare with PEF’s original projections? 

Total recoverable capital investments itemized on Form 42-6E, are projected to 

be $4,126,936 or 2% lower than originally projected. Below are variance 

explanations for those approved Capital Investment Projects with significant 

variances. Individual project variances are provided on Form 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 15. 

A. 

Cauital Investment Proiect Variances: 

1. CAIR (Project #7.x) - Capital 

PEF is projecting capital investment activities to be $4,327,536 or 2% lower 

for this program than originally projected. This variance is primarily 

attributable to lower than projected property taxes. 
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2. Thermal Discharge Permanent Cooling Tower (Project 11.1) -Capital 

As discussed in Ms. West’s testimony, expenditures for this project are 

expected to be lower than originally anticipated. This project is currently on 

hold due to pending environmental regulations and potential impacts they 

may have on the new tower. The 201 1 actual estimated spend is based on 

PEF’s estimate prior to discovery of the additional delamination at CR3 in 

March. These estimates may be impacted by both the final form of new 

environmental regulations and the repair plan and timing of the CR3 

delamination. There are no revenue requirements being driven by items in 

CWIP for this project included in this filing. 

Cross-State Air Pollution Rule (CSAPR) 

Q. What effect has the new CSAPR had on the 2011 Actual Estimated costs? 

A. At this point it has had almost no effect. As further explained in the testimony 

of Ms. West, the CSAPR comes into effect in 2012. The most apparent impact 

will be to the SO2 and NOx allowance programs. In 201 1 there will be 

effectively no impact on the number of allowances PEF uses to comply with 

CAIR. As written, any NOx allowances not used by the end of 201 1 are not 

expected to be useful for compliance with the new Rule. As such, PEF has 

reflected movement of these capital investments from the NOx allowance 

inventory line of schedule 42-8E page 5 to a line showing these investments as a 

regulatory asset to be recovered in rates in 2012. This can be seen in lines IC 

and Id of the above mentioned schedule. As with other EPA Rules in the past, 
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there is a possibility that this Rule will be the subject of a legal challenge. PEF 

cannot predict what challenges may be made to this Rule or the outcomes of any 

such challenge at this time. 

1 

2 

3 

4 

5 Q. Does this conclude your testimony? 

6 A. Yes, itdoes. 
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PROGRESS ENERGY FLORIDA, INC. 
ENVIRONMENTAL COST RECOVERY 

COMMISSION FORMS 42-1 E THROUGH 42-9E 

JANUARY 201 1 - DECEMBER 201 1 
Calculation of the Current Period Estimated/Actual Amount 

Actuals for the period of January through June 201 1 
Estimated for the period of July through December 201 1 

DOCKET NO. 110007-El 



PROGRESS ENERGY FLORIDA 
Environmental Cost Recovery Clause (ECRC) 

Calculation of the Current Period EstirnatedlActual Amount 
January 2011 through December 2011 

(in Dollars) 

Line - 
1 Oved(Under) Recovery for the Period 

(Form 42-2E. Line 5) 

2 Interest Provision 
(Form 42-2E, Line 6) 

3 Sum of Current Period Adjustments 
(Form 42-2E. Line 10) 

4 Current Period True-Up Amount to be Refundedl(Recovered) 
in h e  Projection Period January 2012 to December 2012 
(Lines 1 + 2 + 3) 

Period Amount 

$ 2,502,602 

49.735 

0 

S 2,552,337 - 

Form 42-1E 
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Line - 

PROGRESS ENERGY FLORIDA 
Environmental Cost Recovery Clause (ECRC) 

Calculation of the Current Period EstimatedActual Amount 
Janualy2011 through December 2011 

Variance Report of Capital Investment Activities - Recoverable Costs 
(In Dollars) 

I Description of Capital Investment Activities 
3.1 Pipeline Integrity Management - Eartow/Anclote Pipeline- 

Intermediate - Demand 
4.x Above Ground Tank Secondary Containment ~ Demand 
5 S02/NOx Emissions Allowances - Energy 

7.x CAIFUCAMR - DemanNEnergy 
9 Sea Turtle - Coastal Street Lighting -Distribution - Demand 

1O.x Underground Storage Tanks-Ease - Demand 
11 Modular Cooling Towers - Base - Demand 
11.1 Thermal Discharge Permanent Cooling Tower - Ease - Demand 

2 Total Capital Investment Activities - Recoverable Costs 

3 Recoverable Costs Allocated to Energy 

4 Recoverable Costs Allocated to Demand 

(1) (2) (3) (4) 
Estimated/ Amended Variance 

Actual Projection Amount Percent 

Form 424E 

$ 447,925 
1,955,440 
3,165,343 

172.395.718 
1.480 

31.599 
82,510 
48,108 

$ 444.388 
1,884,814 
3,033,957 

176.723.255 
3.583 

32,092 
84.443 
48.528 

$ 3,537 
70,626 

131.386 
(4,327,536) 

(2,103) 
(493) 

(1,933) 
(420) 

178,128,124 182,255,060 (4,126,036) 

3221.905 3.091.258 131.386 

$ 174,906219 $ 179,163.802 $ (4258,322) 

1 % 
4% 
4% 

-2% 
-59% 
-2% 
-2% 
-1% 

-2% 

4% 

-2% 

- Notes: 
Column (1) is the End of Period Totals on Form 42-7E 
Column (2) =Amended Projection Form 423P 
Column (3) = Column (1) -Column (2) 
Column (4) = Column (3) I Column (2) 
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