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Hopping Green & S a m  
Attornevs at id  Counselors 

August 1,2012 

BY HAND-DELI VER Y 

Ann Cole 
Commission Clerk 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399 

Re: Docket No. 120007-E1 

Dear Ms. Cole: 

On behalf of Progress Energy Florida, Inc. (PEF), I enclose for filing in the above docket 
the original and fifteen (1 5 )  copies of the following: 

PEF's Petition for Approval of 201 2 Environmental Cost Recovery EstimatediActual 
True-up; 

Pre-filed Direct Testimony of Thomas G. Foster and Exhibit Nos. - (TGF-1) and (TGF- 
2); 

Pre-filed Direct Testimony of Patricia Q. West and Exhibit Nos. - (PQW-I), (PQW-2) 
and (PQW-3); 

Pre-filed Direct Testimony of Jeff Swartz; 

Pre-filed Direct Testimony of Joel Moran; and 

Pre-filed Direct Testimony of Corey Zeigler. 

By copy of this letter, the enclosed documents have been furnished to the parties on the 
attached certificate of service. 

*ntwy on' 

Post Office Box 6526 Tallahassee. Florida 32314 119S.MonroeStreet. Suite 300 I323011 850 222 7500 



Ms. Ann Cole 
August 1,2012 
Page 2 

Please acknowledge receipt and filing of the above by stamping the duplicate copy of this 
letter and returning it to me. If you have any questions regarding this filing, please give me of us 
a call at 222-7500. 

Very m l y  yours, 

HOPPING GREEN & SAMS, P.A. 

By: 

Attorneys for PROGRESS ENERGY FLORIDA, INC. 

cc: Certificate of Service 

Hopping Green &Sams 
A t i o i m e y i  and COL nnelors 



CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a true and correct copy of the foregoing has been furnished via 
hand-delivery(*) or regular U.S. Mail this 1" day of 
indicated below 

ord as 

Charles Murphy, Esq*. 
Office of General Counsel 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee, FL 32399-0850 
cmumhvi&sc.state.fl.us 

James D. Beasley, Esq. 
Jeffry Wahlen, Esq. 
Ausley & McMullen Law Firm 
P.O. Box 391 
Tallahassee, FL 32302 
jheaslev@,auslev.com 

John T. Butler, Esq. 
Florida Power & Light Co. 
700 Universe Boulevard 
Juno Beach, FL 33408 
John.hutler@,fd.com 

Ken Hoffman 
Florida Power & Light 
215 S. Monroe Street, Ste. 810 
Tallahassee, FL 32301-1859 
Wade.litchfield@fDl.com 

Jeffrey A. Stone, Esq. 
Russell A. Badders, Esq. 
Steven R. Griffin 
Beggs & Lane Law Firm 
P.O. Box 12950 
Pensacola, FL 32591 
jas@,berrslane.com 
rah@beggslane.com; srr@,beggslane.com 

Ms. Paula K. Brown 
Tampa Electric Company 
P.O. Box 11 1 
Tampa, FL 33601 
rerdeDtici)tecoenerrv.com 

Capt Samuel Miller 
c/o AFLSANACL-ULT 
139 Barnes Drive, Suite 1 
Tyndall AFB, FL 32403-5319 
samuel.miIler@,tvndaIl.af.mil 

J.R.Kelly/Charles Rehwinkel 
Office of Public Counsel 
c/o The Florida Legislature 
11 1 West Madison Street, #SI2 
Tallahassee, FL 32399 
Kellv.ir~lee.state.fl.us 
Reliwinkel.charles@leg.state.fl.us 

Mr. James W. Brew, Esq. 
c/o Brickfield Law Firm 
1025 Thomas Jefferson St., NW 
8" Floor, West Tower 
Washington, DC 20007 
jbrew@hhrslaw.com 

Keefe Law Firm 
Vicki Gordon Kaufman 
Jon C. Moyle, Jr. 
118 North Gadsden Stre, 
Tallahassee, FL 32301 
vkaufman@,movlelaw.com 
jmovle@,movlelaw.com - 

Ms. Susan D. Ritenour 
Gulf Power Company 
One Energy Place 
Pensacola, FL 32520-0780 
sdriteno@southernco.com 

White Springs Agricultural Chemicals 
P.O. Box 300 
White Springs, FL 32096 
Rmillert&csuhosuhate.com 

R. Alexander GledJohn BurneWlDianne Triplett 
P.O. Box 14042 
St. Petershurg, FL 33733 
John.bumett@,~rnmail.corn 
Dianne.trivlett@$rnmail.com 

Paul Lewis, Jr. 
106 E. College Ave., Ste. 800 
Tallahassee, FL 32301 
Paul.lewisir~,~rnmail.com 



BEFORE THE PUBLIC SERVICE COMMISSION 

In re: Environmental Cost Recovery Clause Docket No. 120007-E1 

I Dated: August I ,  2012 

PROGRESS ENERGY FLORIDA’S PETITION FOR APPROVAL OF 2012 
ENVIRONMENTAL COST RECOVERY ESTIMATED/ACTUAL TRUE-UP 

Progress Energy Florida, Inc. (“the Company”), hereby petitions for approval of its 

environmental cost recovery clause (“ECRC”) estimatedactual true-up for the period January 

2012 to December 2012. In support ofthis Petition, PEF states: 

I .  As discussed in the pre-tiled testimony of Thomas G. Foster filed 

contemporaneously with this Petition, PEF’s total estimatedactual true-up for this period is an 

over-recovery, including interest, of $14,632,974. This amount will be added to the final true-up 

under-recovery of $1,688,551 for 201 1 discussed in the testimony of Will Garrett tiled on April 

2, 2012, resulting in a net over-recovery of $12,944,423. Documentation supporting the 

estimatedactual and net true-up under-recovery is contained in Commission Schedules 42-1 E 

through 42-9E, which are provided as Exhibit No. - (TGF-1) to Mr. Foster’s pre-tiled 

testimony. Additional cost information for specitic ECRC programs are presented in the pre- 

tiled testimony of Patricia Q. West, Jeff Swartz, Cory Ziegler and Joel Moran which also are 

being tiled contemporaneously with this Petition. 

2. The ECRC estimated’actual true-up presented in Mr. Foster’s testimony and 

exhibits are consistent with the provisions of Section 366.8255, Florida Statutes, and with prior 

rulings by the Commission. 



WHEREFORE, Progress Energy Florida, Inc., respectfully requests that the Commission: 

approve the Company's ECRC estimated'actual true-up for the period January 201 2 through 

December 2012 as set forth in the testimony and supporting exhibits of Mr. Foster. 
< r;,v 

RESPECTFULLY SUBMITTED this - day of August, 2012. 

R. Alexander Glenn 
General Counsel - Florida 
John T. Bumett 
Associate General Counsel 
PROGRESS ENERGY SERVICE 
COMPANY, LLC 
Post Office Box 14042 
St. Petersburg, FL 33733-4042 

HOPPING GREEN & SAMS, P.A. 

119s. Monr/e St.Jkuite 300 (32301) 
P.O. Box 6526 
Tallahassee, FL 323 14 
bverko@hgslaw.com 
Tel.: (850) 425-2359 
Fax: (850) 224-8551 

Attorneys for Progress Energy Florida, Inc. 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

D E C T  TESTIMONY OF 

THOMAS G. FOSTER 

ON BEHALF OF 

PROGRESS ENERGY FLORIDA 

DOCKET NO. 120007-E1 

AUGUST 1,2012 

Please state your name and business address. 

My name is Thomas G. Foster. 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 Supervisor of 

Regulatory Planning Florida. 

What are your responsibilities in that position? 

I am responsible for regulatory planning and cost recovery for Progress 

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

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

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

EstimatecVActual and Projection filings in the Environmental Cost 

Recovery Clause (ECRC). 
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Q. 

A. 

Q. 

A. 

Q. 

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 1 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 six 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 t?om Thomas Edison State College. I received 

3 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 EstimatdActual True-up costs associated 

with Environmental Compliance activities for the period January 2012 throuph 

December 2012. 

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

supervision or control any exhibits in this proceeding? 

A. Yes. I am sponsoring the following exhibits: 



5 

6 

7 

a 

9 Q. 
10 

I I  A. 

12 

13 

I4 

I5 

16 

17 

i a  

19 Q. 

20 

21 

22 A. 

23 

1. Exhibit No. - (TGF-I), which consists of PSC Forms 42-IE 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 EstimatdActual True-up 

Operation and Maintenance (O&M) and Capital Environmental costs and 

revenue requirements for the period January 2012 through December 2012. 

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

recovery for the period of January 2012 through December 2012? 

The EstimatdActual True-up amount for 2012 is an over-recovery, including 

interest, ofSl4.632.974 as shown in Exhibit No. - (TGF-I), Form 42-1 E, Line 

4. This amount will be added to the final true-up under-recovery of S 1,688.55 1 

for 201 I shown on Form 42-2E, Line 7% resulting in a net over-recovery of 

S 12,944,423 as shown on Form 42-2E3, Line I I. The detailed calculations 

supporting the estimated true-up for 2012 are contained in Forms 42-IE through 

42-8E. 

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 2012 through December 2012? 

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

revenue requirement rate of return for the period January 2012 through 

3 



I December 2012 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-I. The schedule 

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

structure and cost rates. 
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4 
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6 

7 Q. How do the Estimated/ActualO9M expenditures for January 2012 

8 

9 A. 

IO 

I t  

I2 

13 

IJ O&M Proiect Variancev 

15 

through December 2012 compare with original projections? 

Form 42-4E shows that total O&M project costs are projected to be 

approximately $9.3 million or 20% lower than originally projected. Following 

are variance explanations for those O&M projects with significant variances. 

Individual project variances are provided on Form 42-JE. 

I .  Transmission and Distribution Substation Environmental Investigation, 

16 

17 

18 

19 

20 

? I  

?> _- 

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

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

to be approximately $1.2 million or 25% 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. 
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2. Distribution System Environmental Investigation, Remediation, and 

Pollution Prevention (Project 2) - O&M 

PEF is projecting O&iM expendimes to be approximately S0.2 million or 

58% higher for this progarn than originally projected. This variance is 

discussed in the testimony of Mr. Corey Zeigler. 

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

Sulfur dioxide (S02) and nitrogen oxide (NOx) emission allowance 

expenses are estimated to be approximately $3.1 million or 42% lower than 

originally projecfed. This variance is primarily driven by the fact that 

CSAPR was stayed in December of 201 1. As PEF advised in a letter to the 

Commission dated January 9,2012, due to Cross State Air Pollution Rule 

(CSAPR) being stayed, the NOx inventory was not written off in 201 1 and 

the 3 year amortization the Commission approved last year was not 

necessary as the allowances still have value. Consistent with Order No. 

PSC-11-0553-FOF-E1 PEF, has continued to comply with CAIR by 

continuing to expense NOx allowances based on actual usage in 2012 and 

this has resulted in a decrease in expense as compared to the projected 

expense based on a 3 year amortization of the remaining balance. 

4. CAIR Crystal River - Energy (Project 7.4) - O&M 

Total O&M project costs are estimated to be approximately $7.7 million or 

24% lower than originally projected. As further discussed in the testimony 
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of Mr. Jeffrey Swam, this variance is primarily being driven by a $9.3 

million decrease in CAIR Project 7.4 - Energy and a SI .6 million increase in 

CAIR Project 7.4 - Base. 

5. Modular Cooling Towers - Base (Project 11) - O&M 

Total O&M project costs are estimated to be approximately $0.9 million or 

100% higher than o r ig i~ l ly  projected. As further discussed in the testimony 

of Ms. Patricia West, this variance is primarily due to the removal ofthe 

cooling towers deferred from 201 I to 2012. 

6. Natlonal Pollutant Discharge Elimination System - Energy (Project 16) - 
om1 

Total O&M project costs are estimated to be approximately $0.4 million or 

65% lower than origi~lly projected. As further discussed in the testimony of 

Ms.West, this variance is primarily due to delay in work on thermal discharge 

studies pending authorization to proceed from the Florida Department of 

Environmental Protection (FDEP). 

7. Mercury 8t Air Toxic Standards (MATS) CR4 & CR5 - Energy (Project 

17) - OSrlM 

Total O&M project costs are estimated to be approximately $0.3 million or 

94% lower than originally projected. Ms. West describes the driver of this 

variance in her testimony. 
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Q. How do the EstimatedActual Capital recoverable investments for January 

2012 through December 2012 compare with PEF's original projections? 

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

be approximately $3.4 million 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 

EstimatdActual period are provided on Form 42-8E. pages 1 through 18. 

A. 

CaDital Investment Proiect Variances - Recoverable Costs: 

1. CAIR (Project 73) -Capital 

PEF is projecting capital investment activities to be approximately $3.4 

million or 2% lower for this program than originally projected. This variance 

is primarily attributable to lower than projected average inveshent in project 

7.4 and lower than projected depreciation'expense due to the unitization of 

the project 7.4 assets. 

2. SO2/NOx Emmissions Allowances (Project 5) 

PEF is projecting these costs to be approximately SO. lmillion or 5% higher 

than originally projected due to higher than projected average investment 

balance. This is due to less amortization of the NO% investment balance 



than projected due to Cross State Air Pollution Rule (CSAF'R) beign stayed 

in 201 1. Ms. West describes the status of CSAPR further in her testimony. 

3. National Pollutant Discharge Elimination System (NPDES) (Project 16) 

- Capital 

PEF is projecting capital investment activities to be approximately SO. I 

million or 72% lower for this program than originally projected. This project 

is further discussed in the testimony of Ms. West. S 

9 

io Q. Does this conclude your testimony? 

1 1  A. Yes. 
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Progress Energy Florida, Inc. 
Environmental Cost Recovery 

Commission Forms 42-1E Through 42-9E 

January 2012 - December 2012 
Calculation for the Current Period Estimated /Actual Amount 

Actuals for the Period of January through June 2012 
Estimated for the Period July through December 2012 

DOCKET NO. 120007-El 
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Environmental Cost Recovery Clause (ECRC) 

Calculation of the Current Penod Estimated/Actual Amount 
January 2012 through December 2012 

Progress Energy Florida Capltal Structure and Cost Rater 

Source: 

5 Z916,026 5 2.945.782 &.Jan RlOdW 4.908% 7.9% 

21,239 21.4% 0.34% 0.01510 0.015% O.O&% 

L817.708 2.e46.160 45.17J6 0.06178 2.79% 1.7% 

41,245 41.666 0.66% 0.03120 0.02% O.OZ% 

1u.119 145.590 2.31% ao59so 0 . 1 3 ~  0.137% 

1,457 1.472 0.01% 0.- 0 . a  O . W  

415.881 420.125 6.67% 0.mIM 0.WX 0 . W  

/1ZL914J l124,168J -1.97% 0.0WW 0 . a  0 . W  

3,857 3.8% (1.06% 0.09360 O.WS% 0 . W  

s 6 . w . 6 ~ 8  5 6 , m n a  xm.m 7.lSlX 10.976% 

Toul lkb i  1.95% 

TOW EqWIy 4.93% 

2.95% 

8.02% 

Form 42-9E 

Per Staff 13-Monlh Average Capital Slruclure worksheet - Schedule 2 REVISED - handed oul at 1/11/10 Rate Case Agenda - Docket No. 090079-El 

Rationale: The Company is using the currently approved capital structure and cost rates in accordance wllh the 2010 rate case Order PSG10-0131+0F-Ei. 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

DIRECT TESTIMONY OF 

PATRICIA 0. WEST 

ON BEHALF OF 

PROGRESS ENERGY FLORIDA 

DOCKET NO. 120007-E1 

AUGUST 1,2012 

8 

9 Q. Please state your name and business address. 

10 A. 

1 1  St. Petersburg, FL 33701. 

12 

13 Q. 

14 A. 

15 

16 

17 

18 Q. What are your responsibilities in that position? 

19 A. 

20 

21 

22 

My name is Patricia Q. West. My business address is 299 First Avenue North, 

By whom are you employed and in what capacity? 

I am employed by the Environmental Services Section of Progress Energy 

Florida (“Progress Energy” or “Company”) as Manager of Environmental 

Services / Power Generation Florida. 

I am responsible for ensuring that environmental technical and regulatory 

support is provided to the implementation of compliance strategies associated 

with the environmental requirements for power generation facilities in Florida. 

1 



1 A. 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 Q. 

14 A. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

I am responsible for Pipeline Integnty Management (Project No. 3); 

Aboveground Storage Tank Secondary Containment (Project No. 4), Phase I1 

Cooling Water Intake (Project No. 6) ,  CAIWCAMR Peaking (Project No. 7.2), 

BART Program (Project 7 .9 ,  Arsenic Groundwater Standard (Project No. 8), 

Underground Storage Tanks (Project IO), Modular Cooling Towers (Project No. 

1 I), Thermal Discharge Permanent Cooling Tower (Project No. I 1. I), 

Greenhouse Gas Inventory and Reporting (Project No. 12), Mercury TMDL 

(Project No. 13), Hazardous Air Pollutants (HAPS) ICR Program (Project No. 

14), Effluent Limitation Guidelines Information Collection Request (ICR) 

Program (Project No. 15), NPDES Program (Project No. 16) and MATS 

Program (Project 17). 

Are you sponsoring any exhibits with your testimony? 

Yes. I am sponsoring the following exhibits: 

Exhibit No. - (PQW-I), which includes a letter re: Progress Energy 

Florida’s NPDES Renewal Program and associated Administrative Order 

that PEF filed in this docket on February 8,2012; and 

Exhibit No. -(PQW-2), which includes a verified Petition to Modify 

Scope of Existing Environmental Program that PEF filed in this docket 

on March 29, 2012. 

Exhibit No. -(PQW-3), which includes a letter re: Progress Energy 

Florida’s Integrated Clean Air Compliance Plan that PEF filed in this 

docket on May 14,2012. 

3 



1 A. 

2 

3 

4 

5 

6 

7 Q: 

8 

9 

I O  

I I  A: 

12 

13 

14 

15 

16 

17 

18 

19 

20 Q: 

21 

22 

23 A: 

24 

O&M expenditures for the CAIWCAMR - Peaking Program are expected to be 

$47,573 or 52% higher than originally projected. This variance is mainly due to 

postponement of some testing at the Suwannee and Intercession City plants fiom 

201 1 to 2012. In addition, actual costs for some testing and equipment rental 

were higher than originally anticipated. 

Please explain the variance between the EstimatedActual project 

expenditures and the original projections for the Best Available Retrofit 

Technology (BART) Program (Project 7.5) for the period January 2012 to 

December 2012. 

O&M expenditures for the BART Program are expected to be $27,000 or 100% 

higher than originally projected. This variance is due to the need to perform 

sulfur dioxide (SO?) emissions modeling in support ofthe Florida Department of 

Environmental Protection’s (FDEP) ongoing work to amend its State 

Implementation Plan as directed by the Environmental Protection Agency 

(EPA). The need for this type of effort was referenced in the May 14,2012 

update of PEF’s Integrated Clean Air Compliance Plan provided as Exhibit No. 

- (PQW-3). 

Please explain the variance between the EstimatedActual project 

expenditures and the original projections for the Modular Cooling Towers 

(Project 11). 

O&M expenditures for the Modular Cooling Towers are expected to be 

$902,020 or 100% higher than originally projected. As stated in my April 2, 

5 



1 

2 

3 

4 Q. 

5 

6 

7 

8 A. 

9 

10 

I 1  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2012 are for reasonable storage costs for equipment associated with the 

permanent cooling tower. 

Please explain the variance between the Estimated/Actual project 

expenditures and the original projections for the National Pollutant 

Discharge Elimination System (NPDES) Program (Project No. 16) for the 

period January 2012 to December 2012. 

O&M expenditures for the NPDES Program are expected to be $419,554 or 

65% lower than originally projected. This variance is primarily due to delay in 

work on thermal discharge studies pending authorization to proceed  om the 

FDEP. In addition, as explained in the February 8, 2012 program update 

provided as Exhibit No. - (PQW-I), the Administrative Order issued with the 

NPDES renewal permit for PEF’s Suwannee Plant includes a new requirement 

that PEF did not anticipate when it tiled its 2012 cost projections in August 

201 1. Specifically, the Administrative Order requires PEF to perform a study of 

copper discharges from the Suwannee Plant and, depending upon the results, 

may require PEF to perform additional feasibility studies to evaluate options to 

comply with the copper discharge limit. As required by the Order, PEF 

submitted a Plan of Study to FDEP in June 2012. PEF is awaiting the agency’s 

response to the plan and will proceed with work as outlined in the Order. The 

cost projections for 2012 remain at $40,000 as stated in the February 8,2012, 

NPDES program update. 
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2 

3 

4 

5 

6 

7 

8 

9 

I O  

I t  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

Q. 

A. 

Q. 

A: 

Q. 

A. 

100% natural gas as part of its previously approved Integrated Clean Air 

Compliance Program. This petition is provided as Exhibit No. - (PQW-2). 

Please explain PEF’s request for recovery of costs associated with the 

Anclote Project. 

As discussed in PEF’s petition the EPA published new Mercury and Air Toxics 

Standards (MATS) for emissions of various metals and acid gases from both 

coal and oil-tired electric generating units (EGUs). Because the Anclote Units 

currently tire fuel oil above regulatory thresholds prescribed in the new rule, the 

units would be subject to the new MATS for oil-tired EGUs. However, PEF has 

determined that the most cost-effective compliance option for PEF’s Anclote 

Units 1 and 2 is to convert the units to tire 100% natural gas. Details of the 

project are provided in PEF’s petition and the Direct Testimony of Mr. Joel 

Moran. 

Has the Company projected the costs it will incur associated with Anclote 

MATS compliance? 

As provided in Mr. Joel Moran’s testimony the total expected cost of the 

Anclote MATS compliance project is $79.3 million. 

Do the new costs for which PEF seeks recovery qualify for recovery 

through the ECRC? 

Yes. Costs for which PEF seeks recovery meet the requirements for ECRC 

recovery previously established by the Commission. Specifically, the 

9 



1 

2 

options to comply with MATS at the Anclote Plant: install emission controls to 

meet the new emission limits for oil-fired units or maintain oil-firing below the 

3 

4 

5 

6 

7 Q: 

8 

9 A: 

I O  

1 1  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

heat input thresholds specified in the new rule.. As explained in PEF’s March 

29, 2012 petition, converting the Anclote units to fire 100% natural gas is the 

most reasonable and cost-effective compliance option. 

Please discuss PEF’s 2012 costs associated with Crystal River Units 4 and 5 

MATS compliance. 

As explained in the May 14,2012 update attached as Exhibit No. - (PQW-3), 

when PEF submitted its 2012 projects in Docket No. 110007-EI, PEF expected 

to incur approximately $300,000 in costs for emissions testing needed to assess 

mercury, particulate and acid gas emissions f?om Crystal River Units 4 and 5 in 

order to develop the Company’s MATS compliance strategy for those units. 

Based on a review of the final MATS rule issued on December 2 I ,  201 1, as well 

as the results of initial emissions testing, PEF ha$ determined that more detailed 

emissions testing and continuous monitoring is required to enable PEF to 

adequately assess potential mercury control strategies. Among other things, 

PEF plans to install mercury monitors that will enable the Company to develop a 

longer-term assessment of mercury emissions under a variety of operating 

conditions and control options. This longer-term assessment is necessary to 

ensure that potential control options can consistently achieve compliance on a 

30-day rolling average basis as required under the final MATS rule. The cost of 

these activities is expected to be $1,250,930. 

11 



1 Q. 

2 

3 A. 

4 

5 

U 

7 summer of 20 12. 

S 

9 Q. Does this conclude your testimony? 

Please provide an update of the Cross State Air Pollution Rule (CSAPR) 

issued by the EPA on July 6,2011. 

The CSAPR was stayed by the U S  Court of Appeals for the D.C. Circuit on 

December 30, 201 1, leaving the Clean Air Interstate Rule (CAIR) in effect until 

the litigation against the CSAPR is resolved. Oral argument in that litigation 

was held on April 13,2012, and a decision by the court is expected in the 

10 A. Yes. 

13 



Dockel NO. lZCCQ7-EI 
Progress Energy Florida. Inc. 
Letter Re: NPOES Renewal Program 
Erhibit NO. -(PClW-l) 
Page 1 of 6 Hopping Green 6 Sams 

illurnen ind  Counselors 

W r i t d i  D i m  Dial No. 
(850) JZJ-2359 

BY t t4NpDELIVERY 

Martha Carter Brown, Esquire 
Office ofGeneral Counsel 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee. FL 32399-0850 

February 8,2012 

REDACTED 

Re: In re Environmentd Cost Recovery Clause, Docket No. 120007-E1 
Progress Energy Florida’s NPDES Renewal Pro- 

Dear Martha: 

On behalf of Progress Energy Florida, Inc. (PEF or “Company”), I m writing to advise 
the Commission and the parties of a recent development related to PEF’s previously approved 
NPDES Renewal Program. 

In Order No. PSC-I 1-0553-FOF-El issued in Docket No. 110007-E1 on December 7, 
201 1. the Commission approved ECRC recovery of PETS costs associated with new 
environmental requirements included in various NPDES rmewal permits issued or to be issued 
for various PEF facilities. At the time, a final NPDES renewal permit had not been issued for 
PEF‘s Suwannee River Power Plant. Shortly thereafter. however, on December 14.201 1, the 
Florida Department of Environmental Protection issued a f d  NPDES renewal permit and 
associated Administrative Order for the Suwannee Plant The Administrative Ords includes a 
new requirement that PEF did not anticipate when it filed its petition requesting approval of the 
new NPDES Renewal Program in March 201 1 or when the Company filed its 2012 cost 
projections in August 201 I .  Specifically, the Administrative Order requires PEF to perform a 
study of copper dischatges fiom the Suwannee Plant and, depending upon the results. may 
require PEF to perform additional feasibility studies to evaluate options to comply with the 
copper discharge limit. A copy of the Administrative Order is attached. At this time, PEF 
expects to incur approximately w o n  the initial copper discharge study, beginning in 
February, 2012. (Because the projected costs constitute confidential business information, PEF 
is submining this letter along with a Request for Confidential Classification). 

Because the new copper study requirement is within the scope of the previously approved 
NPDES Renewal Program. PEF wili include the costs assaciated with the new copper discharge 
study within the Company’s e s t i r n a t d a d  projection filings for that program. We also will 
keep the Commission apprised of any further developments related to the NF’DES Renewal 
Program during the c o m e  of this year’s ECRC proceedings. 



Mmha Carter Brown, Esq. 
February 8,2012 
Page 2 

Docket No. 120007-El 
Progress Enerqy Florida. Inc. 
Letter Re: NPDES Renewal Program 
Exhgbit NO.- (Paw-1) 
Page 2 of 6 

In rhe meantime, please do not hesitate to contact me should you have any questions or 
comments. 

Very truly yours, 

HOPPING GREEN & SAiiS. P.A. 

Attorneys for PROGRESS ENERGY FLORIDA, INC. 

Enclosure 
cc: All counsel of record 

Hopping Green 6 Sams 
Anwnm and cowinb, 
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Docket NO 120007 € 1  
Progress ~ o e t g y  itorIda iliC 
Petman to Modify Scope of Existing 
Environmental Prognm 
Exhibit No - ( P Q w - L )  
Page 1 of 7 

BEFORE THE PUBLIC SERVICE COMIIUSSION 

In re: Environmental Cost Recovery Clause DOCKET NO. 120007-E1 

FILED: March 29,2012 



Cocket No. 120007~EI 
Prcqers Energy Florida. Inc. 
Pctition to Modify Scope of  Existing 

Exhibit No. -(PQWw-21 
EnvlrOnlnental Program 

Page 2 of 7 

new environmenti :ompliance activities related to its previously approved Integrated Clean Air 

Compliance Program. As detailed below, the new compliance activities meet the criteria for cost 

recovery established by the Commission in Order No PSC-94-0044-FOF-E1 in that: 

(a) all expenditures will be prudently incurred after April 13, 
1993; 

(b) the activities are legally required to comply with a 
governmentally imposed environmental regulation that was 
created, became etrective, or whose cffcct was triggered 
after the company's last test year upon which rates are 
based; and 

none of the expenditures are k i n g  recovered through some 
other cost recovery mechanism or through base rates. 

The information provided below for each program satisfies the minimum tiling requirements 

established in Part VI of Order No. PSC-99-2513-FOF-EI. 

(c) 

4. PEF's Aoomved IntePrated Clean Air Comuliance Plw. In the 2007 ECRC 

Docket, the Commission approved PEF's Integrated Clean Air Compliance Plan (Plan D) as a 

reasonable and prudent means to comply with the requirements of the Clean Air Interstate Rule 

(CAIR), the Clean Air Mercury Rule (CAMR), the Clean Air Visibility Rule (CAVR), and 

related regulatory requirements. & Order No. PSC-07-0922-FOF-EI, at 8 (Nov. 16, 2007). In 

each subsequent ECRC docket, the Commission approved PEF's annual review of the Integrated 

Clean Air Compliance Plan, concluding that the Plan remains the most cost-effective alternative 

for achieving and maintaining compliance with the applicable air quality regulatory 

requirements. Order No. PSC-11-0553-FOF-E1, at 13-14 (Dec. 7, 201 1); Order No. PSC-10- 

0683-FOF-EI, at 6-7 (Nov. 15, 2010); Order No. PSC-09-0759-FOF-El, at 18 (Nov. 18, 2009); 

Order No. 08-0775-FOF-EI, at 11 (Nov. 24,2008). 

2 



5. New Environmental Reauirements. As the Commission is aware, in February 

2008, the U S  Circuit Court of Appeals for the District of Columbia vacated the CXlCIR 

regulation and rejected EPA’s delisting of coal-tired EGUs from die list of emission sources that 

are subject to Section 112 of the Clean Air Act. & Order No. PSC-09-0759-FOF-EI, at pp. 15, 

18 (Nov. IS, 2009). As 3 result, in lieu of CAMR, the EPA was required to adopt new emissions 

standards for control of hazardous air pollutant emissions from coal-fired EGUs. u. The EP.4 

issued its proposed rule to replace CAMR on March 16, 201 1, with publication following in the 

Federul Hsyisrer on May 3,20 11. & 76 Fed. Reg. 24976 (May 3.20 1 1). Following the public 

comment period on the proposed rule, the EPA released the final rule on Deccrnber 21, 2011, 

with publication in the Federal Register following on February 16,2012. 77 Fed. Reg. 9304 

(Feb. 26.2012). 

6. The final rule establishes new Mercury and Air Toxics Standards (“MATS) for 

emissions of various metals and acid gases from both coal and oil-fired EGUs, including, 

potentially, units at PEF’s Crystal River Plant (Units 1, 2, 4, and 5). Anclote Plant (Units 1 and 

2). and Suwannee Plant (Units 1, 2, and 3). The Clean Air Act generally provides a 3-year time 

frame to comply with MATS, although the permitting agency has the authority to add one year, 

and the President has the authority to add up to two additional years. 

7. New Compliance Activities for Anclote Units 1 and 2. Anclote Units 1 and 2 

currently have a maximum summer rating of 500MW and 510 MW. respectively. The current 

natural gas firing capability for each unit is limited to 40% of the total heat input. Because the 

balance of the heat input is from heavy fuel oil, the units would be subject to the new MATS for 

oil-fired EGUs. Ilowever, PEF has determined that the most cost-effective compliance option 

3 
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for PEF’s Anclote Units 1 and 2 is to convert the units to fire 100% natural gas and thereby 

remove the units tiom the scope ofthe new MATS regulation. 

8. PEF considered two compliance alternatives for the Anclote units. The first option 

would achieve compliance with the new MATS through use of emissions conh.ols, specifically 

low NOx burners and an electrostatic precipitator (“ESP”). The second option would achieve 

compliance through conversion of the units to operation on natural gas as the single fuel.’ After 

estimating the capital costs and unit performance implications of the two options, PEF 

determined that the natural gas option has economic benetits in terms of both capital costs and 

he1 savings. Based on conservative cost estimates associated with the emissions controls that 

would be necessary to achieve oil-fired compliance, the capital cost of the gas conversion is 

expected to be at least $12 million less than the capital costs for the emissions controls. PEF also 

estimated the fuel cost differential of the two options, primarily to ensure that implementation of 

the gas conversion would not cause an increase in system fuel costs. The analysis demonstrates 

that the net impact on system cost is positive (savings), indicating an additional benefit. 

9. Preliminary studies indicate that the addition of three levels of fuel gas bumen in 

combination with the existing natural gas burners will be required to provide full output on 100% 

natural gas. Thermal analysis of the boiler for operation on 100% natural gas indicates that a 

portion of the lower horizontal superheater will need to be removed to limit heat absorption and 

manage superheater tube metal temperatures. In addition, the gas supply line measurement and 

regulation (“M&R) facilities will require upgrades to support operation on 100% gas. Finally, 

’ A third option, discontinuation of heavy fuel oil use without conversion, was rejected because 
of its negative effect on fleet capacity and the resulting requirement to purchase or construct 
additional generation to meet reserve margin and operational requirements, including potential 
system reliability impacts 

4 



the finishing horizontal superheater for each unit will require metallurgy upgrades to 

accommodate the peak temperatures resultant from the gas conversion. While the additional 

burners and the replacement superheater form the majority of the boiler work required, other 

areas ofthe boiler and its control system may require configuration changes to complete the 

conversion based on ongoing boiler engineering analysis and condition assessment. 

10. Cost Estimates. PEF expects to incur approximately S79 million in total capital 

costs to convert the Anclote units to fire 100% natural gas. PEF expects to incur approximately 

$26 million in 2012 and the remainder (approximately $53 million) in 2013. PEF currently 

anticipates that both converted units will be placed in service by the end of 2013. 

I 1, Prudence of Exoenditures. As discussed above, in order to ensure that the costs 

incurred to comply with the new regulation are prudent and reasonable, PEF performed a 

comparative analysis and determined that the natural gas conversion project is the most cost- 

effective compliance option for Anclote Units 1 and 2. To ensure that actual expenditures are 

reasonable, PEF will competitively bid procurement of major bailer equipment to boiler original 

equipment manufacturers (OEMs). 

12. No Base Rates Recoverv of Proaram Cos@ None of the costs for which PEF 

seeks recovery by this Petition were included in the MFRs that PEF filed in its last ratemaking 

proceeding in Docket No. 090079-EI. Therefore, the costs are not recovered in PEF's base rates. 

No Chancre in Current ECRC Factors. PEF does not seek to change the ECRC 

factors currently in effect for 2012. The Company proposes to include in its estimated true-up 

filing for 2012 all program costs incurred subsequent to the filing of this petition through the end 

of 2012. PEF expects that all of these costs will be subject to audit by the Commission and that 

13. 

5 
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the appropriate allocation of program costs to rate classes will be addressed in connection with 

subsequent filings. 

14. No Material Facts in Disoute. PEF is not aware of any dispute regarding any of 

the material facts contained in this petition. The information provided in this petition 

demonstrates that the programs for which approval is requested meets the requirements of 

Section 366.8255 and applicable Commission orders for recovery through the ECRC. 

WHEREFORE, PEF requests that the Commission modify the scope of PEF's previously 

approved Integrated Clean Air Compliance Program to encompass additional activities 

associated with the Anclote MATS compliancc project described above, such that the costs 

associated with such activities reasonably may be through the ECKC. 

RESPECTFULLY SUBMI1TED 

John T. Bumett 
Associate General Counsel 
Dianne M. Triplett 
Associate General Counsel 
PROGRESS ENERGY SERVICE 
COMPANY, LLC 
Post Office Box 14042 
St. Petersburg, FL 3373311042 
PEF-151 

HOPPING GREEN & SAMS. P.A. 

By: 

.. Ste. 300(32301) 
P.O. Box 6526 
Tallahassee, FL 323 I4 
gperko@hgsIaw.com 

Fax: (850) 224-8551 
Tel.: (850) 425-2359 

Attorneys for PROGRESS ENERGY FLORIDA, INC. 
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C k l e s  W. Murphy, Esquire 
Ofice of General Counsel 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
T~IM-. FL 32xw-oa50 

Re: In re Environmental Cost Recovery Clause, Docket No. 120007-E1 
Progress Energy Florida’s Integrated Clean Air Compliance Plan 

Dear Mr. Murphy: 

On behalf of Progress Energy Florida, Inc. (PEF or “Company”), I am writing to update 
the Commission and the parties regarding PEF‘s ongoing integrated clean air compliance 
planning activities. As discussed below, PEF expects to incur additional costs, beyond those 
previously anticipated, for emissions monitoring and modd ig  activities associated with PEF’s 
Integrated Clean Air Compliance Plan. 

In Order No. PSC-1 I-0553-FOF-E1 issued in Docket No. 110007-E1 on December 7 
201 1, the Commission approved ECRC recovery of PEF’s costs associated with emissions 
testing and related analyscs necessary to develop PEF‘s strategy for achieving compliance with 
new hazardous air pollutant standards (now known as “MATS’) at Crystal River Units 4 and 5. 
At that h e ,  PEF expcted to incur approximately 5300.000 in costs for emissions testing 
needed to assess mercury-, particulate and acid gas emissions from the Crystal River units. Based 
on a review of the final MATS rule issued on December 21.201 I, as well as the results of initial 
emissions testing, PEF has determined that more detailed emissions testing and continuous 
monitoring is required to enable PEF to adequately assess potential mercury control strategies. 
Among other things, PEF plans to install mercury monitors that will enable the Company to 
develop a longer-term assessment of mercury emissions under a variety of operating conditions 
and control options. This longer-term assessment is necessary to ensure that potential control 
options can consistently achieve compliance on a 3Oaay rolling average basis as required under 
the final MATS N~C.  

In addition, as noted in PEPS annual review of its Integrated Clean Air Compliance Plan 
(tiled as Exhibit PQW-1 on April 2.2012), Best Available Rehofit Technology (“BART“) 
requirements for sulfur dioxide (“SO$‘) could become an issue for PEF units depending upon the 
results of ongoing litigation over EPA’s Cross-State Air Pollution Rule (UCSAPR”). EPA is now 
requiring Florida to amend its State Implementation Plan to facilitate implementation of BART 
requirements once the CSAPR litigation is resolved. 
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As a result. PEF will be working with the Florida Department of Environmental Protection to 
peaform air quality modeling necessary to determine whether emissions from PEF mits impact 
visibility conditions 90 as to trigger BART requirements for S02. 

Because the additional emissions monitoring and modeling activities discussed above are 
within the scope of PEF's previously approved Integrated Clean Air Compliance Plan. PEF will 
include the costs associated with these activities within the Company's cstimatWactual 
projection filings for that progam. We also will keep the Commission apprised of any further 
developments related to the Integrated Clean Air Compliance Plan during the course of this 
year's ECRC proceedings. 

In the meantime, please do not hesitate to contact me should you have any questions or 
comments. 

Very kuly youn, 

HOPPING GREEN & SAMs.  P.A. 

Anomeys for pRoox~~s ENERGY FLORIDA, INC. 

Enclosure 
cc: All counscl of record 
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9 Q. Please state your name and business address. 

10 A. 

I I  Petersburg, FL 3370 I .  

12 

My name is Jeff Swartz. My business address is 299 First Avenue North, St. 

I3 Q. 

14 A. 

15 Power Generation - Florida. 

16 

17 Q. What are your responsibilities in that position? 

By whom are you employed and in what capacity? 

I am employed by Progress Energy Florida in the capacity of Vice President 

18 A. 

19 

As Vice President of PEF’s Power Generation organization, my responsibilities 

include overall leadership and strategic direction of PEF’s power generation 

20 

21 

22 

23 

24 

fleet. My major duties and responsibilities include developing and 

implementing strategic and tactical plans to operate and maintain PEF’s non- 

nuclear generation fleet; recommending projects and additions to the generation 

1 

tleet; major maintenance programs; outage and project management; 

recommending retirement of generation facilities; asset allocation; workforce 
‘.n-,:ri:’,<7 L . 1  v::7::. . . S T ?  4. 
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1 1  

12 

13 

14 

15 

16 

17 

IS Q. 

19 A. 

20 

'1 

22 

23 

'4 

planning and staffing; organizational alignment and design; continuous business 

improvements; retention and inclusion; succession planning; overseeing 

hundreds of employees and hundreds of millions of dollars in assets and capital 

and operating budgets. 

Please describe your educational background and professional experience. 

I earned a Bachelor of Science degree in Mechanical Engineering from the 

United States Naval Academy in 1985. I have 1 1  years of power plant and 

production experience in various managerial and executive positions within 

Progress Energy managing Fossil Steam Operations, Combustion Turbine (CT) 

Operations and Nuclear plant operations. While at Progress Energy, I have 

managed new unit projects tiom construction to operations, and I have extensive 

contract negotiation and management experience. My prior experience also 

includes nuclear engineering and operations experience in the United States 

Navy and project management, engineering, supervisory and management 

experience with a pulp, paper and chemical manufacturing company. 

What is the purpose of your testimony? 

The purpose of my testimony is to explain material variances for the 

estimntedhctual operation and maintenance (O&M) expenditures and 

projections for environmental compliance costs associated with PEF's Integrated 

Clean Air Compliance Program for the period January 2012 through December 

2012. 

2 
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2 A. 

3 

4 

5 Q. 

6 

7 

8 A. 

9 

IO 

I I  

I2 

13 Q. 

14 

15 

16 

17 A. 

18 

19 

20 

21 

22 

23 

24 

What current PSC-approved projects are you responsible for? 

I am responsible for the CAIR Crystal River Project No. 7.4 O&M and capital 

costs. 

How do the estimatedactual project expenditures for the CAIR Crystal 

River (Project No. 7.4) compare with PEF’s projection project expenditures 

for the period January 2012 to December 2012? 

PEF is projecting O&M expenditures to be approximately $7.7 million or 24% 

lower for this program than originally projected. This variance is primarily being 

driven by a $9.3 million decrease in CAIR Crystal River Project 7.4 - Energy 

and a $1.6 million increase in CAIR Crystal River Project 7.4 - Base. 

Please explain the reasons for the variance between the EstimatedActual 

project expenditures and the original projections for the CAIR Crystal 

River (Project No. 7.4 - Energy) for the period January 2012 to December 

2012. 

The $9.3 million decrease in the project is primarily due to a $7.2 million 

decrease in Gypsum DisposalBales expense due to lower expenses than 

originally projected for gypsum removal as well as increased customer sales. 

Ammonia and limestone costs are approximately $0.9 and $1.9 million lower 

than originally projected due to lower than budgeted usage as a result of 

transitioning the Acid Mist Mitigation (AMM) system to hydrated lime. 

Additionally, PEF expects a $0.7 million increase in bottodfly ash reagent 

expenses due to use of hydrated lime. 

3 
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Please explain the reasons for the variance between the EstimatedActual 

project expenditures and the original projections for the CAIR Crystal 

River (Project No. 7.4 - Base) for the period January 2012 to December 

2012. 

The $1.6 million increase in the project is primarily attributable to costs 

incurred to handle the fly ash from units 4 and 5. This fly ash has elevated 

levels of ammonia (NH3) present and is requiring more precautionary measures 

to monitor and treat the ash before handling. Transitioning the AMM system to 

hydrated lime is mitigating this expense and should eliminate it in the long term. 

How do the estimatedactual project expenditures for the Crystal River CAIR 

Project compare with PEF's projection project expenditures for the period 

January 2012 to December 2012? 

The estimated'actual total capital expenditures for the Crystal River CAIR Projects 

in 2012 are $22.5 million, which is approximately $5.4 million or 19% lower than 

PEF's 2012 Projection filing. The difference is primarily attributable to lower than 

projected costs for the Crystal River Unit 4 (CR4) catalyst, FGD alternative water 

Project, FGD blowdown treatment. and FGD lower chloride setpoint operation. 

The projection for the CR4 catalyst has been revised to retlect a deferral of some 

ofthe projected spends into 2013. The original projection assumed that the entire 

project would be completed in 2012; however, payment schedules moved some 

cost into 2013. The FGD alternative water project has been broken down into 

discrete projects with smaller scopes of work. Several of these projects are still 

under evaluation and undergoing engineering designs; therefore, the spending will 

4 



. 

8 

he significantly less in 2012. Once the studies and engineering designs are 

complete, the implementation of the projects will resume. The FGD hlowdown 

treatment project is also still in the planning and engineering phase. The majority 

ofthe expenditures associated with the project will take place in 2013 and/or 2014, 

once a final solution for compliance is determined and approved. The FGD lower 

chloride setpoint operation project cannot he evaluated until the outage in the late 

fall. Therefore, only the engineering inspections can be perfonned this year. 

9 Q. Does this conclude your testimony? 

10 A. Yes. 

5 
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9 Q. Please state your name and business address. 

I O  A. My name is Joel Moran. My business address is P.O. Box 1551, Raleigh, NC 

JOEL MORAN 

ON BEHALF OF 

PROGRESS ENERGY FLORIDA 

DOCKET NO. 120007-E1 

AUGUST 1,20 12 

11 

12 

27602. 

13 Q. 

14 A. 

15 

16 and Programs (NGPP) group. 

17 

18 Q. What are your responsibilities in that position? 

19 A. 

20 

By whom are you employed and in what capacity? 

1 am employed by Progress Energy Carolina (PEC) as Manager of Project 

Engineering in the Energy Supply division under the New Generation Projects 

My responsibilities include major project planning and execution. My primary 

duties involve the management of engineering activities to ensure project 

21 

22 

23 

scoping is accurate and complete, provide input to estimate development, assist 

in the development of project execution and contracting strategies, and provide 

input to the overall project schedules. These duties are relevant to projects that 

1 
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21 A. 

22 

23 

emerge from system planning and environmental planning activities where 

specific projects are identified as viable projects that will move forward into 

funding, contracting, design, construction, and startup phases. Our group 

generally accommodates projects in excess of$50 million dollars in value. The 

NGPP section also will lead and execute programs as needed. 

Please describe your educational background and professional experience. 

I earned a BS in Mechanical Engineering from North Carolina State University 

in 1983 and a MS in Mechanical Engineering from Georgia Institute of 

Technology in 1988. I have been registered in the state ofNorth Carolina as a 

Professional Engineer since I989 and am also registered in the state of South 

Carolina. In addition, I am a certified Project Management Professional. Prior 

to employment with Progress Energy, I worked for major national 

architecturaUengineering (NE)  firms on firm price power generation projects 

both domestic and internationally. These projects included both new generation 

and environmental retrofit projects. Project work with Progress Energy includes 

engineering management oversight for environmental retrofit projects and new 

generation projects. 

What is the purpose of your testimony? 

The purpose of my testimony is to provide background and explanation for the 

cost and scope of the Anclote Gas Conversion Project (Project 17. I ) .  

2 
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What has been your role in the Anclote Gas Conversion Project? 

I served as the initial Project Manager for the Anclote Gas Conversion Project 

since its inception, although we are in the process of transitioning to a new 

Project Manager. As the initial project manager, I was responsible for reviewing 

the initial engineering studies, schedules, and estimates to ensure the project is 

accurately defined and an adequate timeline for the execution of the project had 

been allocated. In addition, I worked with others in the organization to secure 

project approval and finding, lead internal contract planning and strategy 

efforts, and worked with supply chain to contract the boiler modification work 

and the balance of plant engineering services. I continue to have direct 

involvement in the project as it is transitioned to another Project Manager. As a 

result, I have personal knowledge ofthe current status ofthe project and 

associated engineering activities. 

Please describe the management structure being used to oversee 

implementation of the Anclote Project. 

Our management structure for execution of major projects relies on a matrix 

organizational structure. The Project Manager directs a team that consists o f a  

Project Engineer (or Engineering Manager), a team of engineering discipline 

leads (e.g., mechanical, electrical, CiviUstructural, etc.), a Quality Manager, and 

various supply chain specialists and other personnel who report to functional 

managers. 
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The Engineering Manager provides direction to the engineering discipline leads 

with regard to the technical oversight of the engineering effort for the project. 

The Engineering Manager addresses technical concerns related to the scope of 

the project, oversees the general engineering progress for the job, and keeps the 

Project Manager apprised of technical issues that affect cost, schedule, or 

quality. 

The engineering discipline leads are responsible for the technical evaluation of 

the design of the project. They assure technical compliance with the contracts 

and provide technical guidance to the team where areas of the technical 

specifications are not clear or have been omitted. 

The Quality Manager provides input and oversight of the engineering, 

equipment supplier, and the construction contractor’s QNQC practices and 

procedures. The QA Manager provides input to the Test & Inspection plans 

related to the project that protect the interests of the Company and end user 

ensuring the quality is consistent with company standards and good engineering 

practice. The QA Manager ensures technical requirements of relevant codes and 

project technical specifications are maintained. 

The supply chain specialists assist the Project Manager and project team in the 

competitive bidding of the equipment and services required of the project. They 

provide commercial input to contracts with the interest of protecting the 

4 
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Company from adverse terms and conditions that would otherwise introduce 

business risk in excess of the Company’s normal practice. 

Q. What are the estimated costs associated with the Anclote Gas Conversion 

Project? 

The Company currently estimates total project costs of approximately $79.3 

million. This estimate could change depending on the results ofan ongoing 

engineering evaluation that the Company is conducting to determine whether 

and the extent to which the project will necessitate changes to the Anclote units’ 

forced draft (FD) fan systems. 

A. 

Q. How much of the total project costs does the Company expect to incur in 

2012? 

We currently expect to incur approximately $22 million of costs for the project 

in 2012. Such costs will be incurred for: permitting activities; balance-of-plant 

(BOP) detailed engineering services; BOP engineered equipment procurement; 

boiler controls engineering; procurement of boiler equipment, materials, and 

components needed to convert Unit 1 and associated engineering; securing a 

contractor for the installation services required to complete the construction for 

both units in 2013; and detailed engineering and procurement of components 

needed to modify and upgrade the natural gas metering and regulating station. 

A. 
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What steps is the Company taking to ensure that the level of expenditures 

for the Anclote Gas Conversion Project is reasonable and prudent? 

PEF developed a phased contracting and procurement strategy to mitigate 

project risks and to ensure that project expenditures are reasonable and prudent. 

Following completion of initial study evaluations, PEF issued a competitive 

solicitation to major boiler original equipment manufacturers (OEMs) for boiler 

modification engineering (“Phase I”) and boiler pressure part supply (“Phase 

2”). The boiler modification engineering (Phase 1) includes thermal design, 

emissions estimates, performance predictions, vibration analysis, furnace draft 

evaluation, control evaluation, and budgetary equipment and engineering 

pricing. The boiler pressure part supply (Phase 2) includes procurement of 

boiler tubes, headers, valves, burners, burner management system logic, and 

other related equipment and materials. 

Phase 1 and Phase 2 were bid at the same time, but PEF awarded the Phase I 

contract first to allow the Phase 2 scope to be refined through the Phase I 

engineering. In order to ensure competitive equipment pricing, the Phase I 

contract included a pricing commitment from the OEM supplier on Phase 2 

scope based on a defined scope included in the initial request for proposals that 

would serve as a basis for the cost evaluation of the final engineering solution. 

Due to scope synergies and scope interface between engineering and boiler 

pressure part supply, PEF ultimately awarded the Phase 2 contract to the same 

OEM that performed the engineering evaluation for Phase I .  After completion 

6 
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20 A. 

of the Phase 1 engineering work, PEF competitively bid and awarded the 

balance of plant (BOP) engineering. The installatioddemolition work will be 

competitively bid in the Fall of2012 once the detailed engineering is sufficiently 

complete. PEF decided to bid the boiler pressure parts supply (Phase 2) 

separately from the installatioddemolition scope to maintain the integrity of 

multiple OEM bidders for pressure parts (i.e., not to disqualify those without 

install/demo capabilities) and to allow time for the installatioddemolition scope 

to be better defined. 

How long will the Anclote Gas Conversion Project take to complete and 

when is its targeted in-service date? 

Delivery of OEM pressure parts for Unit 1 will be completed by mid-February 

of 2013. The Unit I outage to install these components will be completed 

second quarter 2012 at which time the Unit 1 conversion will be put in service. 

The delivery of the Unit 2 boiler components will be completed by mid-August 

2013. The Unit 2 conversion outage will be complete and the unit returned to 

service by fourth quarter 2013. 

Does this conclude your testimony? 

Yes. 

7 



1 

- 3 

3 

4 

5 

6 

7 

Y 

9 Q. 

10 A. 

I 1  

12 

13 Q. 

14 A. 

15 

16 

17 Q. 

18 A. 

19 

20 

21 

22 

23 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

DIRECT TESTIMONY OF 

COREY ZEIGLER 

ON BEHALF OF 

PROGRESS ENERGY FLORIDA 

DOCKET NO. 120007-E1 

AUGUST I ,  2012 

Please state your name and business address. 

My name is Corey Zeigler. My business address is 299 First Avenue North, St. 

Petersburg, Florida 33701. 

By whom are you employed and in what capacity? 

I am employed by Progress Energy Florida (PEF) as Manager, Environmental 

Permitting & Compliance. 

What are your responsibilities in that position? 

My responsibilities include managing environmental permitting and compliance 

activities for Energy Delivery Florida. Energy Delivery Florida is part of the 

Florida Distribution business unit ofwhich I support the Distribution and 

Transmission Operation and Planning Departments. 

1 



1 Q. Please describe your educational background and professional experience. 

2 A. I received a Bachelors of Science degree in General Business Administration 

& Management fiom the University of South Florida. Prior to my current 

position with PEF, I was the Health and Safety Manager for PEF’s Delivery and 

Transmission Operations and Planning Departments. I have 20 years experience 

in the utility industry, holding various operational, supervisor and managerial 

roles at Progress Energy. 

9 Q. What is the purpose of your testimony? 

10 A. 

I t  

The purpose of my testimony is to explain material variances between 2012 

EstimatedActual project expenditures versus original 20 12 cost projections for 

12 

13 

14 

15 

16 

17 

18 

environmental compliance costs associated with the FPSC-approved 

environmental programs under my responsibility. These programs include 

PEF’s Substation Environmental Investigation, Remediation, and Pollution 

Prevention Program (Projects 1 & 1 a), Distribution System Environmental 

Investigation, Remediation and Pollution Prevention Program (Project 2) and 

Sea Turtle - Coastal Street Lighting (Project 9). 

19 Q. Please explain the variance between the Estimated/Actual project 

20 

21 

_- 37 

expenditures and the original projections for the Substation Environmental 

Investigation, Remediation, and Pollution Preventions Program (Project 1 

Sr la) for the period January 2012 to December 2012. 
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16 Q. 

17 

18 

19 

20 A. 

21 

22 

23 

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

be $1,161,514 or 28% higher than originally projected. This increase is 

primarily attributable to several sites that had significantly higher amounts of 

subsurface contamination encountered during remediation that was not evident 

during the original visual environmental inspections. Because most 

contamination is below ground, it is difficult to determine remediation costs at 

substation sites until the remediation process actually begins. Although visible 

inspections provide some indication of the potential amount of contamination, 

the areal extent and depth of subsurface contamination can only be determined 

when the site is excavated. Furthermore, the amount ofsoil that needs to be 

removed to achieve Florida Department of Environmental Protection (FDEP) 

clean-up target levels depends upon the results of tests conducted in the field as 

the remediation is conducted. As work proceeds, PEF updates cost estimates 

based upon actual invoices received from contractors. 

Please explain the variance between the EstimatedActual project 

expenditures and the original projections for the Distribution System 

Environmental Investigation, Remediation, and Pollution Prevention 

Program (Project 2) for the period January 2012 to December 2012. 

O&M project expenditures for the Distribution System Program are estimated to 

be $190,394 or 58% higher than originally projected. This increase is primarily 

attributable to 5 transformer sites planned for abatement work in 201 1 but 

postponed until 2012 due to customer requests, and delayed submittal of 
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invoices to PEF by vendors in 2012 for payment of abatement work completed 

in 201 1. 

Q: Please explain the variance between EstimatedActual project expenditures 

and the original projections for the Sea Turtle - Coastal Street Lighting 

Program (Project No. 9) for the period January 2012 to December 2012.A: 

O&M project expenditures for the Sea Turtle - Coastal Street Lighting Program 

are estimated to be $2,496 or 50% lower than originally projected. 

variance is due to installing amber shields on a smaller quantity of street lights 

to prevent turtle disorientation than initially anticipated. PEF is notified by 

municipalities or the public when a turtle nesting site is close to a streetlight that 

currently does not have a shield in place. As a result of previously performed 

retrofitting, PEF is receiving fewer new requests for amber shield installations. 

A: 

This 

Q. Does this conclude your testimony? 

16 A. Yes.  
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