
BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Environmental cost recovery clause. 11 DOCKET NO. 120007-E1 

DACTED 1 DATED: MAY 30,2012 

- PROGRESS ENERGY FLORIDA’S RESPONSES TO 
STAFF’S FIRST SET OF INTERROGATORIES OIOS. 1-51 

PROGRESS ENERGY FLORIDA, INC. (PEF), pursuant to Rule 1.340, Florida Rules of 

Civil Procedure, hereby responds to Staffs First Set of Interrogatories (Nos. 1-5). 

Resuonses 

1. Referring to page 4, l i e s  10 - 12, of West’s testimony, please explain why a lower 
number of recertification tests were performed in 2011. 

Resuonse: Fewer tests were performed in 201 1 because two units were undergoing 
required maintenance and not available for testing. Testing was subsequently 
successfully performed in 2012. 

Referring to page 5 of Exhibit WG-1 regarding Variance Report of O&M Activities, 
please explain in detail what caused the $45,744, or 36%, variance in the activity 
No. 7.4 CAIWCAMR Crystal River-A&G. 

Resuonse: Activity No. 7.4 CAIWCAMR Crystal River - A&G are O&M costs 
associated with the direct chargeable hours of employees who support the clean air 
projects. These costs are not included in PEF’s Base Rates. The $45,774 or 36% 
variance is attributable to more time spent by employees in support of the clean air 
projects than expected in the 201 1 Estimated/Actual Filing. 

Please refer to page 3 of C. Zeigler’s testimony filed April 2,2012, and Exhibit WG- 
1 for the following questions: 

2. 

3. 

COM 
APA 

GCL 
RAD 
SRC 
ADM 
OPC 
CLK 

(a) Does the “Substation System Program” discussed on lines 1 - 12 refer to (i) 
the Transmission Substation (Project No. 1 on page 6 of Exhibit WG-1); (ii), 
the Distribution Substation (Project No. l a  on page 6 of Exhibit WG-1); (iii), 
both the Transmission Substation (Project No. 1) and the Distribution 
Substation; o r  (iv) something else. If something else, please identify. 

Resuonse: The Substation System Program discussed on lines 1 - 12 refer to both 
Projects 1 and la, Transmission Substation and Distribution Substation, respectively. 
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Substation 

Central 
Florida 
Kenneth 
Wekiva 

Projected Actual Variance 
O&M O&M 
costs costs 

$11,000 $1,332,410 $1,321,410 

$889,000 $1,035,229 $146,229 
$25,000 $160,093 $1 35,093 
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Central Florida is a very large substation with extensive contaminated soil which was 
discovered when remediation activities began in 2009. Remediation work was scaled 
back in 2010 to further delineate the site, and continue with soil and ground water 
monitoring. When 201 1 cost projections were made, PEF estimated 0&M costs of 
$1 1,000 for such assessment activities. During the course of 201 1, however, a 
construction crew discovered additional contamination that needed to be excavated. 
Accordingly, the site was reprioritized and remediation crews returned to the site to 
remove this contaminated soil at a cost of $1,332,410. 

The variances at the Kenneth and Wekiva substations were due to more soil 
contamination than initially anticipated at these sites. 

(d) Did PEF perform all the activities involved in the Transmission Substation 
EIRPP, Distribution Substation EIRPP, and Distribution System EIRPP? 

Resoonse: PEF contracted with five vendors to perform various activities 
associated with the Substation Assessment and Remediation Action Plan (SARAP). One 
provides geological expertise, two provide environmental remediation, one provides 
safety oversight and one provides thermal treatments for disposal of contaminated soil, 
oily water and debris. 

(e) 

No. 

If the response to (d) is no, did PEF contract out all, or a portion of, the 
activities? 

Resoonse: PEF contracted all activities associated with substation remediation at the 
onset of the SARAP program to comply with the Florida Department of Environmental 
Protection’s (FDEP) Consent Order in 2003. PEF did not have the internal resources to 
remediate 279 substations that were identified for environmental remediation. 

(f) If the response to (e) is yes, has PEF issued any requests for proposals in 
order to retain the best contractor? 

Resoonse: Yes. PEF sent out bid proposals for S A R A P  work. Contractors were chosen 
based on their expertise, cost, efficiency and safety record. 

(8) If the response to (e) is yes, does PEF retain a same contractor to perform the 
activities every year? 

Resoonse: Yes. PEF contracted a geological firm in 2003 as a result of the FDEP’s 
Consent Order. This firm is highly reputable in the industry, and developed PEF’s 
SARAP which was approved by the FDEP. This firm has been an integral part of PEE’S 
success in complying with and completing the Consent Order. 
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Year 
2009 
2010 
201 1 

At the inception of the SARAP program in 2004, PEF had one remediation contractor 
and added another contractor in 2006. PEF also contracted for safety oversight over 
remediation work, and contracted with a thermal treatment facility for disposal of 
contaminated soil. PEF has kept the same contractors working on the program. These 
contractors have the expertise, knowledge, experience, and proven track record of 
providing remediation services in a safe and cost eficient manner. They have managed 
and followed all aspects of PEF’s approved protocol with the FDEP. These contractors 
are familiar with PEF’s policies and procedures, and continuously provide quality 
services in order to effectively meet PEF’s SARAP obligations with the FDEP. 

Tons 
1,702 

249,663 
450,309 
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Sales Disposal Transportation 
Note 1 Note 1 Note 1 
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Year I Tons Disposal 1 Percent I Sold I Percent I 
2009 
2010 
201 1 

Sold (Third Party Landfill) Disposed 
1,702 I I 

h 249,663 
450,309 
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(f) What were the typical tipping fees PEF incurred in 2011 for disposal of 
gypsum? 

Remonse: Please see the response to Question 5(b). Tipping fees are the disposal 
portion of gypsum removal expenses. 

(9) What is the per mile cost per ton PEF incurred to transport gypsum to the 
disposal place@)? 

ResDonse: The cost to transport gypsum to the landfill facility is approximately $0.10 to 
$0.12 per ton-mile based on assumed load per truck and route taken. 

(h) Referring to line 2 on page 4, please provide a detailed explanation of how 
the revenues generated by selling gypsum were distributed. 

ResDonse: Revenues from the sale of gypsum, a by-product of the operation of the FGD 
systems, are credited to the ECRC. None of these revenues are in base rates. 

Referring to line 2 on page 4, please provide a detailed explanation of what 
caused the “suppressed market sales” and how PEF reacted on the changed 
market. 

Resoonse: The suppressed market sales were directly caused by the national economic 
recession. Impacted markets from the on-going recession include cement, concrete and 
wallboard. Specifically, cement consumption in the U.S. fell to a 40 year low and was 
off more than 50% in the state of Florida alone. As a result, several of the cement kilns 
operating in Florida either reduced their operations or idled them all together. Wallboard 
production is mainly affected by the construction of new homes and overall “housing 
starts” fell to their lowest level in 50 years. As such, many of the wallboard 
manufacturers reduced operations to single shifts and idled additional production lines to 
minimize production. Additionally, many new facilities slated for construction were put 
on hold or terminated. The wallboard industry is the largest consumer of synthetic 
gypsum. Consistent with CAIR compliance deadlines and PEF’s approved compliance 
plan, the Crystal River FGD systems came on line in 2009 and 2010 in the midst of this 
economic downturn. As a result, PEF entered the market at the height of the recession. 
Demand for synthetic gypsum was the lowest seen in decades and production not only 
outweighed demand but was expected to continue increasing. 

Despite the declining markets, Progress Energy successfully identified a partner who 
could utilize all of Crystal River’s synthetic gypsum production for the long term. 
Additionally, Progress Energy was able to identify and capture market share in the 
wallboard, cement and agricultural markets to bridge the gap between the start-up of the 
Crystal River scrubbers and the implementation of the longer term solution in 2013. As 
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such, Progress Energy's aggressive marketing strategies realized sales of more that 70% 
of the plant production during that period. 

(j) 

Response: 

To whom has PEF sold gypsum produced a t  the CR Plant in the past? 

(k) Does PEF have a plan in place to more aggressively market gypsum in 2012 
andbeyond? 

Response: PEF continually evaluates, develops and implements marketing strategies 
that take advantage of all available outlets for synthetic gypsum. Specifically, PEF 
employs a comprehensive multi-tiered approach utilizing a combination of independent 
third-party marketing groups and internal sales and marketing resources in an attempt to 
maximize the opportunities for beneficial reuse. Through continual involvement in 
targeted commercial outlets and on-going evaluations of developing industries, Progress 
Energy is able to effectively identify and evaluate existing and emerging end-use markets 
to provide suitable beneficial reuse options for the Crystal River Energy Complex. 

Is there an on-site gypsum storage facility at the CR Plant? 

Response: The Crystal River Plant has a small area for temporary storage of gypsum. 

(m) If the response to (1) is affirmative, what is the size (in acres) and capacity (in 
tons) of the facility? 

Response: The total capacity of the temporary storage area is approximately 32,000 tons 
or 1.3 acres. The facility reaches design capacity in approximately two to three weeks of 
production. 
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(n) If the response to (I) is affirmative, when was the storage facility built? What 
were the capital costs associated with the construction? What are the annual 
O&M costs for operating the facility? 

Response: The storage area was operational 11/26/09 at a capital cost of $18.5M. The 
O&M costs are described in response to question 5(c) above. 

(0 )  If the response to (I) is affirmative, in how many years will the facility reach 
its limit? What is the designed life of the facility? 

Response: The temporary storage area reaches its limits in two to three weeks. The 
designed storage limit is 32,000 tons. 

(p) 

Response: 

Does PEF own an off-site landfill for gypsum disposal? 

No, PEF does not own an off-site landfill for gypsum disposal. 

(9) If the response to (p) is affirmative, what is the size (in acres) and capacity (in 
tons) of the facility, and how far is it from the CR Plant? 

Response: N/A - PEF does not own an off-site landfill for gypsum disposal. 

(r) If the response to (p) is affirmative, in how many years will the facility reach 
its limit? What is the designed life of the facility? 

Response: N/A - PEF does no own an off-site landfill for gypsum disposal. 

(s) Does PEF dispose of gypsum at a third-party landfill($? If so, how far away 
from the landfill is the CR Plant and what are the annual costs associated 
with the transportation of gypsum from the CR Plant to the landfill? 

Response: Yes, PEF has contracted with a third-party landtill to allow for disposal of 
any material that can’t be beneficially reused. The Crystal River Energy Complex is 
located approximately 140 miles from the landfill. Transportation costs are outlined in 
the response to Question 5@). 
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DATED this @day of May, 2012. 

HOPPING GREEN 62 SAMS, P.A. 
n 

Gary V. Per (F . Bar No. 855898) 
P.O.Box6 26 
Tallahassee: FL 32301 
(850) 222-7500 

Attorneys for Progress Energy Florida, Inc. 
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AFFIDAVIT 

(STATE OF FLORIDA 

COUNTY OF PINELLAS) 

I hereby certify that on this 10" day of May, 2012, before me, an officer duly 

authorized in the State and County aforesaid to take acknowledgments, personally 

appeared PATRICIA Q. WEST, who is personally known to me, and she acknowledged 

before me that she provided the answers to interrogatory number 1 from STAFF'S FIRST 

SET OF INTERROGATORIES TO PROGRESS ENERGY FLORIDA, INC. (NOS. 1 - 
5) in Docket No. 120007-EI, and that the response is true and correct based on her 

personal knowledge. 

In Witness Whereof, I have hereunto set my hand and seal in the State and County 

aforesaid as of this 10" day of May, 2012. 

Patricia Q. West 

My Commission Expires: 



AFFIDAVIT 

(STATE OF FLORIDA 

COUNTY OF &IeJ@ ) 

I hereby certify that on this 9 day of May, 2012, before me, an officer duly 

authorized in the State and County aforesaid to take acknowledgments, personally 

appeared CO Y ZEIGLER I,,., , rmd he acknowledged 

before me that he provided the answers to interrogatory number@) 3 from STAFF’S 

FIRST SET OF INTERROGATORIES TO PROGRESS ENERGY FLORIDA, INC. 

(NO. 1)  in Docket No. 120007-E1, and that the responses are true and correct based on 

YL bRrl/e’Rs Li‘C 

his personal knowledge. 

In Witness Whereof, I have hereunto set my hand and seal in the State and County 

aforesaid as of this day of May, 2012. 

State of Florida 

My Commission Expires: 


