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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 

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 

EstimatedActual 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 3 1,2005 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 EstimatedActual True-up costs associated 

with Environmental Compliance activities for the period January 2010 through 

December 2010. 

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: 
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1. Exhibit No. -TGF-l, 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 EstimatedActual True-up 

O&M and Capital Environmental costs and revenue requirements for the period 

January 2010 through December 2010. 

What is the Estimated/Actual True-up amount for which PEP is requesting 

recovery for the period of January 2010 through December 2010? 

The EstimatedActual True-up amount for 201 0 is an over-recovery, including 

interest, of $34,175,003 as shown in Exhibit No. - (TGF-l), Form 42-1E, Line 

4. This amount will be added to the final true-up over-recovery of $4,562,177 

for 2009 shown on Form 42-2E, Line 7-a, resulting in a net over-recovery of 

$38,737,180 as shown on Form 42-2E3, Line 11. The detailed calculations 

supporting the estimated true-up for 2010 are contained in Forms 42-1E through 

42-8E. 

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 the ICR program for Effluent Limitation Guidelines 

discussed and supported in the testimony of Ms. Patricia Q. West. 

3 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

I8  

19 

20 

21 

22 

23 

Q. 

A. 

Q. 

A. 

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 2010 through December 2010. 

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

revenue requirement rate of return for the period January 2010 through 

December 2010 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/Actual O&M expenditures for January 2010 

through December 2010 compare with original projections? 

Form 42-4E shows that total O&M project costs are projected to be $6,660,5 16 

or 13% higher than originally projected. Following are variance explanations 

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 $7,471,465 or 360% higher than originally projected. As discussed in 

the testimony of Corey Zeigler, this variance is primarily attributable to 
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higher amounts of subsurface contamination encountered at the remediation 

sites. 

2. Pipeline Integrity Management (Project #2) - O&M 

PEF is projecting O&M expenditures to be $108,129 or 9% lower for this 

program than originally projected. As discussed in the testimony of Ms. 

West, this variance is mainly attributable to a reprioritization in pipeline 

resources. 

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

SO2 expenses are estimated to be $1,379,220 or 14% higher than originally 

projected. This variance is primarily driven by higher than projected energy 

requirements during the first quarter of 2010 due to significantly cooler 

weather then originally projected. 

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

Total O&M project costs are estimated to be $1,441,464 or 6% lower than 

originally projected. As discussed in the testimony of David Sorrick, This 

variance is being driven by a $6,293,665 decrease in CAIR Project 7.4 - 

Energy and a $4,852,201 increase in CAIR Project 7.4 -Base. 

5. Arsenic Groundwater Standard (Project #8) - O&M 

5 



Total O&M project costs are estimated to be $20,000 or 100% higher than 

2 originally forecasted. As discussed in Ms. West's testimony, this variance is 

3 mainly attributable to the continued assessment of the groundwater quality at 

4 Crystal River as directed by the Florida Department of Environmental 

5 Protection (FDEP). 

6 

7 6. Modular Cooling Towers (project #11) - O&M 

8 Total O&M project costs are estimated to be $818,717 or 20% lower than 

9 originally projected. This variance is mainly attributable to the shift in the 

10 demobilization costs of the modular cooling towers from 2010 until 2011. 

11 This shift is due to the work on the Thermal Discharge Permanent Cooling 

12 Tower being reprojected until 2011 to correspond with the timing of the next 

13 refueling outage at Crystal River Unit 3. 

14 

15 7. Hazardous Air Pollutants ICR Program (Project #14) - O&M 

16 Total O&M project costs are estimated to be $400,000. 

17 

18 8. Effluent Limitation Guidelines ICR Program (Project #15) - O&M 

19 Total O&M project costs are estimated to be $60,000. As discussed in the 

20 testimony of Patricia West, PEF filed a petition requesting recovery of costs 

21 associated with the Effluent Limitation Guidelines ICR. The Program was 

22 created in response to Section 304 of the federal Clean Water Act which 

23 directs the U.S. EPA to develop and periodically review regulations, called 
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effluent guidelines, to limit the amount of pollutant that are discharged to 

2 surface waters from various point source categories. 

3 

4 Q. How do the Estimated/Actual Capital recoverable investments for January 

5 2010 through December 2010 compare with PEF's original projections? 

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

7 be $29,374,192 or 15% lower than originally projected. Below are variance 

8 explanations for those approved Capital Investment Projects with significant 

9 variances. Individual project variances are provided on Form 42-6E. Return on 

10 Capital Investment, Depreciation and Taxes for each project for the 

11 Estimated/Actual period are provided on Form 42-8E, pages 1 through 15. 

12 

13 Capital Investment Project Variances: 

14 1. Pipeline Integrity Management Program (Project #3.1) - Capital 

15 PEF is projecting capital investment activities to be $116,066 or 20% lower 

16 for this program than originally projected. This variance is mainly 

17 attributable to the change in the Weighted Average Cost of Capital 

18 approved in the 2010 Rate Case (Docket No. 090079-EI), and the change in 

19 depreciation rates approved in Order PSC-10-0131-FOF-EI. 

20 

21 2. CAIR (Project #7.x) - Capital 

22 PEF is projecting capital investment activities to be $29,366,599 or 15% 

23 lower for this program than originally projected. This variance is mainly 

7 



attributable to the change in the Weighted Average Cost of Capital approved 

2 in the 2010 Rate Case (Docket No. 090079~EI), and the change in 

3 depreciation rates approved in Order PSC-IO-0131-FOF-EI. 

4 

5 Q. Does this conclude your testimony? 

6 A. Yes, it does. 

8 




PROGRESS ENERGY FLORIDA, INC. 
ENVIRONMENTAL COST RECOVERY 

COMMISSION FORMS 42-1 E THROUGH 42-9E 

JANUARY 2010 - DECEMBER 2010 
Calculation of the Current Period EstimatedIActual Amount 

Actuals for the period of January through June 2010 
Estimated for the period of July through December 2010 

DOCKET NO. 100007-El 



PROGRESS ENERGY FLORIDA 
Environmental Cost Recovery Clause (ECRC) 

Calculation of the Current Period EstimatedlActual Amount 
January 2010 through December 2010 

(in Dollars) 

Line - 
I Over/(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 Refunded/(Recovered) 
in the Projection Period January 2010 to December 2010 
(Lines 1 + 2 + 3) 

Period Amount 

$ 34,063,793 

111,210 

0 

$ 34,175,003 

Form 42-1 E 
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Line - 

PROGRESS ENERGY FLORIDA 
Env.ronmenial Cost Recovery Cause (ECRC) 

Calculation of the CJnent Per cd EssmaledIAnual Amount 
January 2010 through December 2010 

Variance Report of 0&M Activities 
(In Dollars) 

1 Description of OBM Activities 
1 Transmission Substation Environmental Investigation, Remediation, 

and Pollution Prevention - Demand 
l a  Distribution Substation Environmental Investigation. Remediation. 

and Pollution Prevention - Demand 
2 Distribution System Environmental Investigation. Remediation. and 

Pollution Prevention - Demand 
3 Pipeline Integrity Management - Demand 
4 Above Ground Tank Secondary Containment - Demand 
5 SO2 & NOx Emissions Allowances - Energy 
6 Phase II Cooling Water Intake - Demand 

6.a Phase II Cooling Water Intake 316(b) - lntm 
7.2 CAIWCAMR - Peaking - Demand 

7.4 CAIRICAMR Crystal River - Base 
7.4 CAIRICAMR Crystal River- Energy 
7.4 CAIRICAMR Crystal River - A&G 

8 Arsenic Groundwater Standard - Base - Demand 
9 Sea Turtle - Coastal Street Lighting - Distrib - Demand 

11 Modular Cooling Towers - Base - Demand 
12 Greenhouse Gas Inventory and Reporting - Energy 
13 Mercury Total Daily Maximum Loads Monitoring - Energy 
14 Hazardous Air Pollutants (HAPS) ICR Program - Energy 
15 Effluent Limitation Guidelines ICR Program - Energy 

2 Total OBM Activities - Rewverable Costs 

3 Rewverable Costs Allocated to Energy 

4 Recoverable Costs Allocated to Demand 

Notes: 
Column (1) is the End of Period Totals on Form 42-5E 
Column (2) = Original Projection Form 42-2P 
Column (3) = Column (1) -Column (2) 
Column (4) = Column (3) I Column (2) 

(1) (2) (3) (4) 
Estimated1 Original Variance 

Actual Projection Amount Percent 

$ 4,777,420 $ 

4,769,456 

6,591,484 
1.109.871 

0 
11,586,650 

0 
0 

67.300 
11,596,397 
10,001,596 

16,871 
20,000 

504 
3,336,752 

11,250 
36.077 

400,000 
60,000 

1,063,496 $ 

1,011,915 

8,880,800 
1,218.000 

0 
10,207,630 

0 
0 

67,300 
6,744,196 

16,295,261 
16,871 

0 
1.800 

4.1 55,466 
22.500 
36.077 

0 
0 

3,713,924 

3,757,541 

(289,316) 
(1 08,129) 

0 
1,379,220 

0 
0 
(0) 

4,852.201 
(6,293,665) 

0 
20,000 
(1.296) 

(818.714) 
(1 1,250) 

0 
400.000 
60.000 

$ 56,381,827 S 49,721,312 f 6,660,516 

22,095,772 26,561,468 (4,465,695) 

34,286.055 23,159,844 11.126.211 

349% 

371% 

-3% 
-9% 
NIA 

14% 
NIA 
NIA 
0% 

72% 
-39% 

0% 
100% 
-72% 
-20% 
-50% 

0% 
100% 
100% 

13% 

-17% 

48% 

Form 424E 



168180 
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0 
0 
610'6 
0 
0 
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0 

0 
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Line - 

PROGRESS ENERGY FLORIDA 
Environmental Cost Recovery Clause (ECRC) 

Calculation of the Current Period EstimatedIActual Amount 
January 2010 through December 2010 

Variance Report of Capital Investment Activities 
(In Dollars) 

Form 4 2 b E  

1 Description of Capital Investment Activities 
3.1 Pipeline Integrity Management - BartowIAnclote Pipeline- 

Intermediate - Demand $ 
4.x Above Ground Tank Secondary Containment - Demand 
5 S021NOx Emissions Allowances - Energy 

7.x CAIRICAMR - DemandIEnergy 
9 Sea Turtle - Coastal Street Lighting -Distribution - Demand 

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

(1) (2) (3) (4) 
Estimated1 Original Variance 

Actual Projection Amount Percent 

450,470 $ 566,536 
1,913,652 1,993,429 
3,863,015 3,707.870 

164,674,590 194.041.189 
1,511 7,215 

31,957 39,424 
155,745 158,673 
49,204 0 

$ (116,066) 
(79,778) 
155,145 

(29,366,599) 
(5.704) 
(7,467) 
(2,928) 
49,204 

-20% 
-4% 
4% 

-1 5% 
-79% 
-19% 
-2% 

100% 

2 Total Capital Investment Activities - Recoverable Costs 171,140,144 200,514,336 ($29,374,192) -1 5% 

3 Recoverable Costs Allocated to Energy 3,863,015 3,707,870 155,145 4% 

4 Recoverable Costs Allocated to Demand $ 167,277,129 $ 196,806,466 $ (29,529,337) -15% 

Notes: 
Column (1) is the End of Period Totals on Form 42-7E 
Column (2) =Approved in Order PSC-09-07590-FOF-El as detailed in 
response to Staffs 5th Request of Production of Documents, Question 
16 in Docket 090007. 
Column (3) = Column (1) -Column (2) 
Column (4) = Column (3) I Column (2) 



CapMl InvelVnent Pmjedr-Remverable Core 
(in Dollars) 

End of 
Actual Actual **st Act" ,  Actual Actual Estimated Estimated Estimated Ertimafed Estimated Estimated PenM 

January 10 February 10 Mawt 10 Aptill0 May 10 June 10 July 10 August 10 September 10 W b e r  10 November 10 hcember 10 Tofa1 

Deavlpflon of Inve-nt P m W  (A) 

3 Pipeline IntegnOl ~anagement - BanowlAndofe ~ ~ l i w i n t r n e d m t e  
4 1 AbovsGmuhdTankSaurndary Containment- Peaking 
4 2 ADvsGmund T a n k h d a r y  Cootainment- Base 
4 3 Above Gmund Tank Secondary Cmtainment- Intermediate 

5 SOZINOX Emissions IUl0uance.i - Enemy 
7 1 CAIWCAMR Aodatb lnl-dlate 
7 2 CAIR CTr . Peaking 
7~3 CAMR Crystal River- Bare 
7 4 CAIRICAMR C w W  Rlver AFUDC- Bare 
7 4 CAIWCAMR C w W  Rlver M U M :  - E n e w  

Jutisdimonal Demand Remvsrable Costs - Pmdudrrn - Baae (Cl 
Jutisdimonsl Demand Remvsrable Costs - RoduWn - Intermediate (Cl 
Jutisd~dlmonal Demand Remvsrable Costs - R o d u W n  - Peaking (Cl 

Total Junrdimonal Rammrabls Cor& tor 
I""a,rment Pmwr (tmm 7 f 8) 

I 37.828 $ 37,858 $ 37.787 $ 37.716 $ 
118.415 118,201 122.534 124.896 
33.814 33.859 33.905 33,751 
3.162 3,157 3.152 3.147 

371,851 358,757 348,455 342.850 
0 0 0 0 

21.801 21.768 21.7% 21,702 
2.644 2,814 2.644 2,644 

11,485,736 11,596,798 11,814,614 11,951,4221 
4.127 4.086 4,123 4.591 

120 120 120 120 
1.864 1.861 1.858 1.858 

821 820 818 817 
43,535 43.435 13.324 13.232 
,,l26 4,121 4.117 4.112 

12,088,148 12,195,468 12,409,124 12,543,958 

376,078 350.845 352,578 347.441 
120 120 120 120 

11.541.822 11,552,718 11,870,402 12.W8.018 
41.911 41.835 41.758 41.680 

138.216 139.967 144.268 148.698 

0.87380 0.84550 0.94740 0.84980 
099624 0.99824 089824 0.99824 

09,089 0,91089 0,91088 091089 
058962 058962 058962 058962 
081218 0.91218 09,248 0.91248 

386,225 341,179 334,032 329.930 
120 I20 120 (20 

40,513,331 10,814,315 10,812,650 10.937.981 
24,712 24.687 24.621 24.578 

125,118 127.717 131.841 133.859 

$11,030,807 $11,108,027 L11.303,OM $11,428,488 I 

37.815 $ 
124.743 
33.885 
3,142 

335,102 
0 

21.670 
2.644 

13.4~93,121 
4.071 

120 
1.853 

818 
13,131 
4,107 

14,075,880 

338,173 
120 

13.y8.550 
41.603 

148,413 

O.%lW 
0.89621 

081089 
0 58962 
0.91248 

525.945 
120 

12.341239 
24.530 

133.599 

12,825,433 $ 

37,573 $ 37.504 S 
124.502 124.243 
33.541 33.587 
3.137 3,132 

325,708 316.472 

37.434 $ 37.383 $ 37.282 $ 37,221 $ 37.149 $ 450.470 
123.963 123.686 123.405 123,128 122,548 1.472.666 
33.33 33,477 33,423 33.388 33.314 403.387 

3.128 3.122 3,118 3,113 3.108 37.619 
305.929 288.045 281.358 286.919 282.488 3.883.015 

0 0 0 0 0 0 
21.573 21,540 21.507 21.478 21,446 259.457 
2.644 2.644 2.644 2.844 2.644 31,728 

14,889,218 14,883,463 14,888,611 14,651,608 14,834,353 164,335,174 
3.931 5.931 3,931 3.831 3,831 48.231 

21.637 21,805 
2.644 2,644 

14.W.309 14,856,891 
3.m 3,913 

120 118 119 119 126 141 167 1,511 
1,950 1.847 1.845 1,542 1.859 1.835 1.834 22.185 

815 814 812 811 810 808 808 9.772 
13.030 12.928 12.827 12,725 12.824 12,522 12.421 155.745 
4,103 4,088 4.094 4,088 4.081 4,079 4.075 49.204 

15,378,730 15.421.796 15.442.080 15,426,857 15.4M.773 15.382.796 15,380,587 171,140,144 

329.358 320,385 310,860 301.878 285.268 290.950 286.399 3,911,248 
120 119 119 119 1 28 141 1 67 1,511 

14.861.577 14,913,935 14,944,184 14,938,239 44,923,225 14,905.057 44,888,641 154,997,403 
41.525 41.450 41.374 41.296 41,220 41.145 41.088 197.861 

148,138 145.848 145,535 145.226 144,813 144,604 144.295 1.732.l23 

0.95710 0.85803 0.8544, 0.95209 0.95226 0.95194 0856% 
089624 099626 0.99824 0.89324 099624 099624 089824 

091089 0.81088 0.91088 0.91089 091088 0.81089 0.91089 
0.58962 056882 0.58962 0.58962 0.58962 0.58962 058962 
091248 0.81248 0.91248 0.91248 0.81248 0.81248 091246 

315.239 305,837 296.687 287,504 281.182 278,871 274,072 3,735.821 
120 118 119 119 126 140 186 1,505 

13,537,252 13.585.w8 13,612,486 13,607,083 13,583,418 13,577,778 13,561,914 180.284.485 
24.484 24.440 24,385 24,249 24.3C4 24,258 24.211 293.549 
133.349 133.083 132.799 132,516 132.230 131.948 131.m 1,580,527 

14,010,454 S 14,049,581 I 14,088,486 $14,051,588 $14,031,269 f 14.010.897 $13.892.W $155.WS.W7 
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