
In re: Petition of Progress Energy Florida, Inc. 
to modify scope of existing environmental 
program. 

PROGRESS ENERGY FLORIDA’S RESPONSE TO STAFF’S 5 FIRST SET OF INTERROGATORIES (NOS. 1-8) 

tp 
0 

DOCKET NO. 120103-E1 

DATED: MAY 30,2012 

PROGRESS ENERGY FLORIDA, INC. (“PEP), pursuant to Rule 28-106.206, Florida 

Administrative Code, Rule 1.340, Florida Rules of Civil Procedure, and the Order Establishing 

Procedure in this matter, hereby responds to S t a f f s  First Set of Interrogatories (Nos. 1-8): 

RESPONSES 

The following questions relate to PEF’s March 29,2012 Petition to Modify Scope of 
Existing Environmental Program. 

1. In Paragraph 6 it is stated that the MATS rule “potentially” will apply to Anclote 
units 1 and 2. In Paragraph 7 it is stated that the Anclote “units would be subject to 
the new MATS for oil-fired EGUs.” Please reconcile these two statements. 

PEF Resoonse: The intent of both paragraphs is to simply indicate that the Anclote units 
would be subject to the new MATS in their current configuration as defined by EPA for 
oil-fired units because they must fire oil to achieve 100% capacity. As explained in the 
Petition, however, PEF’s compliance strategy is to convert the units to fire 100% natural 
gas so that they would be classified as natural gas-fired units and not be required to install 
emission controls to meet the MATS for oil-fired units. 

2. Referring to Paragraph 8: 

a. 

PEF Resoonse: Analyses leading to the final decisions were initiated in the fourth 
quarter of 20 1 1. 

b. 

Please identify when these analyses were initiated by the Company. 

Please identify when these analyses were finalized by the Company. COM 

PEF Resoonse: These analyses were finalized in February 2012. 

c. Please identify when these analyses were first presented to senior 
GCL 
RAD 
SRC 
ADM 
OPC 
CLK 

management. 
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- PEF Response: These analyses were first presented to senior management on January 
20,2012. 

d. Please identify when the conversion option was approved by senior 
management. 

PEF Response: The conversion option was approved by senior management on March 
26,2012. 

e. Please describe the “unit performance implications” associated with each of 
the options analyzed. 

PEF ResDonse: There were a number of ways in which the unit with gas conversion 
would perform differently from the unit with environmental controls. Two significant 
examples are that operation on gas results in a slightly higher heat rate and that the gas 
conversion eliminates the need for certain auxiliary loads required for the oil operation 
(oil heating and oil circulating pumps). The effects of these differences were accounted 
for when projecting the performance of the unit in each case. 

f. Referring to the third option considered but rejected, please describe this 
option’s “negative effect on fleet capacity and the resulting requirement to 
purchase or construct additional generation.” 

PEP Response: The two Anclote units provide 1,011 MW of summer capacity on the 
PEF system. If the units were simply retired, the bulk of this capacity would need to be 
replaced with newly constructed or purchased generation in order to maintain reliable 
available capacity. There was also significant concern regarding the existing uncertainty 
around the final MATS compliance plans for other affected PEF units, especially Crystal 
River Units 1 and 2. In addition, because of the proximity of the Anclote Units to the 
Pinellas County load area, retirement of these units would result in the need for additional 
transmission system upgrades. Given these factors and the relatively low cost of the 
other two unit modification alternatives, it was concluded that retirement and replacement 
of the Anclote units in the near term was not a cost effective solution to MATS 
compliance. 

g. 

PEF ResDonse: No. The referenced dollars are nominal dollars. However, all the 
referenced spending is in 2012 or 2013, so the difference is minimal. 

h. 

Is the referenced $12 million in 2012 dollars? Please clarify. 

Please describe the results of the analysis of the fuel cost differential of the 
two options considered, including the net impact on system fuel costs. 



Description 

EauiDment 

2012 2013 2014 NA Total 

14.8 14.9 0.0 29.7 
Forecast 

I I I I I 

. .  
M&R station 
Construction 
Owner cost 

I I I I rn 
1.5 2.2 0.7 4.4 

rn 

4. Please identify any compliance alternatives analyses, analogous to those performed 
for the Anclote units, that have been performed or are in progress for Crystal River 
Units, 1,2,4, and 5, and Suwannee Units 1,2, and 3. 

PEF Resuonse: Analyses for the other MATS affected units listed here are ongoing and 
have not yet been finalized. Data to identify specific solutions and costs are still being 
gathered and reviewed. In general, the three Suwannee Steam Units are currently capable 
of reaching full capacity on 100% natural gas fuel. Evaluations are being considered to 
identify the long term impacts of operation in this mode, and whether modification to the 
units are required to maintain reliable operation in this configuration. Evaluations 

Direct Total 

Burdens 
AFUDC 

Forecast Cost 
($ in M) 

Total Project 

----- 
0.3 0.4 0.2 0.9 

I I I I I 
$25.6 $51.8 $1.9 $0.0 $79.3 
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regarding Crystal River Units 1 and 2 are focused on the feasibility, cost and 
constructability of environmental controls on the units relative to alternative power 
options, and the cost and system impacts of those options. Crystal River Units 4 and 5 
have demonstrated emissions in compliance with the future requirements. Ongoing 
evaluations of these units are focused on potential modifications necessary to maintain 
continuous compliance in accordance with the specific monitoring and averaging 
requirements of the MATS rule. 

5. Since the Crystal River coal units and the Suwannee units presumably are also 
subject to the MATS rule, please explain why the Company chose the Anclote units 
as the first units for which to pursue a MATS compliance option. 

PEF ResDonse: Compliance options for all affected units are under way and have been 
ongoing throughout the MATS rule development and finalization process. Early 
evaluations of the Anclote units identified that with persistently low near term gas prices 
relative to residual oil prices, there was an opportunity to move forward with a 
conversion that would cause minimal disruption to fleet reliability (short outage periods), 
meet environmental compliance objectives, and produce a concomitant fuel savings for 
PEF customers. 

Because of the intricacies of the compliance rules for coal fired power plants and the fact 
that many important details of these rules changed from the proposed rule to the final 
rule, evaluations of the options for the four coal fired units are more complex. In the case 
of Suwannee, the units are already able to operate in compliance on 100% natural gas, 
thus capturing the fuel savings value to customers in current operation. The ongoing 
evaluations are intended to identify projects necessary to ensure safe and reliable 
operation in this configuration over a long period. 

Please identify what types of emission control devices are currently in place at the 
Crystal River coal units and the Suwannee units. Please also identify separately any 
planned emission control devices to be installed for these units. 

6. 

PEF ResDonse: 
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Unit 

Crystal River 1 

Crystal River 2 

Crystal River 4 

Current Emission Control Planned 
Devices Emission 

( May 2012) Control Devices 
Electrostatic Precipitator None 

Electrostatic Precipitator None 

Electrostatic Precipitator None 

Low NOx Burners 

Low NOx Burners 

Low NOx Burners 
Selective Catalytic Reduction 

Crystal River 5 Electrostatic Precipitator I None 

7. Please identify any projects known to the Company involving the recovery through 
the ECRC of the costs of a generating unit conversion. 

PEF Resoonse: PEF is not aware of any instances in which Florida utilities have 
pursued an environmental compliance strategy involving a fuel conversion. However, 
the Commission consistently has allowed utilities to recover costs incurred in complying 
with numerous air pollution regulations similar to MATS. For purposes of ECRC cost 
recovery, the conversion proposed by PEF in this case is no different than the installation 
of emission controls insofar as the costs of the conversion are being incurred in 
complying with a new environmental regulation. As such, the costs are eligible for 
recovery under the ECRC, section 366.8255, F.S.. 

Suwannee Steam I 
Suwannee Steam 2 
Suwannee Steam 3 

As the Commission has previously recognized: “[Flrom the beginning of our 
administration of section 366.8255, we have applied the statute on a case-by-case basis, 
not formalistically, but with enough flexibility to respond reasonably to complex and 
variable circumstances. This approach is consistent with the broad language of the 
statute, which provides that we shall allow recovery of prudently incurred environmental 
compliance costs . . . .” See Order No. PSC-07-0722-FOF-E1, at p. 5 (Sep. 5,2007). 
Moreover, the Commission repeatedly has stated that “[ultilities are expected to take 
steps to control the level of costs that must be incurred for environmental compliance.” 
See e.g., Order No. Order No. PSC-08-0775-FOF-E1 (Nov. 24,2008). Consistent with 

Low NOx Burners 
Selective Catalytic Reduction 

Flue gas desulfurization 
None None 
None None 
None None 
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b. Please describe any analysis that supports the data provided in response to 
question 8.a. 

PEF ResDonse: Production costs and operating characteristics including fuel 
consumption, heat rates and capacity factors were modeled using the ProsymB 
production cost modeling tool. Two cases were modeled one in which the units were 
dispatched utilizing the current mix of natural gas and oil firing and a second in which the 
units were dispatched utilizing 100% natural gas fuel. The model calculated for each 
case how the unit would be dispatched within the system in combination with the other 
units in PEF’s fleet. A differential between the two cases was calculated to demonstrate 
the impact of the change in fuel capability on operation of the Anclote units as well as 
other units in the fleet. 

e. Please state the estimated annual fuel savings for the period 2016-2026 
associated with an equivalently sized combined cycle facility at Anclote 
rather than PEF’s proposed 100% natural gas direct boiler fired option. 
Include in your response the projected annual capacity factors and heat 
rates. 

PEF Response: The analysis for this project compared the operation and costs of the 
PEF fleet in the case that the Anclote units were dispatched on 100% natural gas fuel to 
the case that the Anclote units were dispatched on their current mix of natural gas and 
residual oil assuming that the necessary environmental controls had been installed, 
evaluated over the period 2013 - 2018 as described above. It would not be feasible to 
construct a combined cycle for a 2015 in-service date for MATS compliance. 

d. Please describe any analysis that supports the data provided in response to 
question 8.c. 

PEF ResDonse: No analysis was performed. 

DATED this &day of May, 2012. 

HOPPING GREEN & SAMs, P.A. 

By: 

P.O. Box 6526 
Tallahassee, FL 32301 
(850) 222-7500 

Attorneys for Progress Energy Florida, Inc. 



AFFIDAVIT 

(STATE OF FLORIDA 

COUNTY OF PINELLAS) 

I hereby certify that on this dq* 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(s) 1 and 

6 from STAFF'S FIRST SET OF INTERROGATORIES TO PROGRESS ENERGY 

FLORIDA (NOS. 1 - 8) in Docket No. 120103-EI, and that the responses are true and 

correct based on her personal knowledge. 

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

day of May, 2012. 
.tli 

aforesaid as of this d 

My Commission Expires: 



AFFIDAVIT 

(STATE OF FLORIDA 

COUNTY OF A) 
Ja I hereby certify that on this 30 day of May, 2012, before me, an officer duly 

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

appeared GEOFF FOSTER, who is personally known to me, and he acknowledged before 

me that he provided the answers to interrogatory number(s) 7 from STAFF’S FIRST SET 

OF INTERROGATORIES TO PROGRESS ENERGY FLORIDA, INC. (NOS. 1 - 8) in 

Docket No. 120103-EI, and that the responses are true and correct based on 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. 

& 
Geoff Foster 

State orFlorida 

My Commission Expires: 

312 7 /I3 
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Anclote Boiler Gas Conversion 

Estimate Review Summary Form 

DesCripBon: This estimate m e r §  the Scope lo conven Anclote U1 and U2 from fuel oil lo fuel gas. Unit 1 is in-service in the Spring of 2013 and Unit 2 foliom in 
the Fall Of 2013. 

Resource Planning Estimate n: 190.3 Award Date: I-Jan-13 

Plant: Anciote Cnst Mob Date: I-Jan-13 

Estimate Requested by: 

Estimate Preparation Date: 9-sep-11 

Moody Type Of Contract: Firm Price Commercial Op Date: 31-Dec-13 Estimated by; 

Estimate Purpose I Notes I lecalation 

Study II Escalated to CO date: De013 

Estimate Basls: I Notes Estimate Class (MCE): 
Class 5- Conceptual Screening 

IL: -20% lo -50% I H: +30% to +loo%) 

Technology idenmed. Sle Idenma. Prelim 
engineering not compkte. 

Major Assumptions I Clarifications: 

1. No Significant engineering has been performed and site specific 12. The impact on the relocation of any underground Utilities or other interferences i$ 
charactenstics have not been fully analyzed. undetermined NO allowance is included for the relocation Of underground utilities or 
2. Both units are converted under a single lump sum Constwaion wntraa other underground mitigations. 
under a Single mobilization with separate In-Service dates. 13. Chemical cleaning of the SH tubes [if required) is performed Dy the vendor prior lo 
3. includes the wst  of upgrades to the M8R station. shipment. 
4. Includes the gas line from the M8R station to the units. 14. Hydro cleaning of the SH tubes is not required. Dunng startup, sneens are used to 
5. includes the DCS upgrades for the burner swpe only. catch any debris before entering the STG. 
6. BMS is 2003 vintage. includes a BMS Lwic Review (Ounide) and 15. The new fuel gas burners will be installed at different elevations than where the 
intemai Programming. existing fuel oil burnem are currently located. 
7. Excludes Flue Gas Recirculation. 16. AFUDC is allowable. The threshold for AFUDC at the time of lhe estimate is 
6. Inciudes flushing and demolition Of the existing fuel oil supply and return W . 5 M  
piping from the misting fuel oil burners lo the fuel oil bwsier house. 17. Excludes any fan work (FD Fans only - n d  balanced draft). 
9. Excludes demolition of any fuel oil infrastructure from and including the 18. Excludes the remediation and disposal of hazardous waste such as contaminated 
Fuel Oil Booster pumps. Fuel Oil Storage Tanks, Fuel Oil transmission line soil. 
and associated infrastructure such as heat traclng. 19. includes disposal Of the demolished p i p  in a hazardous materials landfill. 
10. Excludes modifications to the existlng gas burners EXCEPT for 20. The Plant vi11 remove all (16 Fuel Oil Alarms and Light Oil Alarms from the DCS. 
changing the existing light oil igniters to gas igniterr. They will de-terminate the iy8 Fuel Oil field poinfs and Light Oil field points no longer 
11. This estimate assumes thatthe units will be wnverted to 1W% gas: m used in the Bailey Panel as well. The labor for this is included in the PGN Staffing Pian. 
firing is excluded. 

Min % 
-25% 
-25% 
-15% 
-25% 

Estimate Breakdown Max % Min $s Most Llkely I's Max $0 

EPC Contract Costs 25% 5 21,006,486 5 28,011,314 5 35,014,143 
Progress Energy Provided Procurement Cost$ 26% 5 23,617,862 5 31,757,176 5 39,696,471 
Progress Energy Labor Costs 25% 5 1,888,006 5 2,232348 5 2.791.186 
Progress Energy Indirect Material Costs 30% 5 1,868,664 $ 2,491,618 $ 3,239.364 
Total Project Cost Validity Range $ 48,593,230 I 64,493,257 I 80,741,162 
Progress Energy Contingency - Estimate Uncertainty 5 5,751,322 
Progress Energy Escalation 5 1,232,614 

Total (Project Vlew) 

Total Fm Vww Adder. 55% PGN Labor 5 627,349 
Financial View Total I 48,593,238 I 72,304,542 I 80,741,162 

Estimated AFUDC 5 5360,384 

G r a d  Total (Fur Viwl mc(udmw &UOC 

Department Review 8 Approval 
Technical: Management: 

PEF-120 103-El-00038 
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0 7% 
0 0% 

7 0% 
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Anclote Conversion Project IPP (Rev 0-2011) QwF=b*Xgy 

Sponsoring Business Unit: 
Funding Legal Entity: 

Date Prepared: 

Anclote Conversion Project 

Power Generation Florida 
PEF 

0 1/20/20 12 

Integrated Project Plan (IPP) 

Role, Department I Group 

Financial Analysis Control Number: 2012-162 I 
Project Profile Ranking: Green 111 Project 

The Anclote Conversion Project team plotted the project size and complexity using the PMCoE Project 
Profile Matrix Ranking Tool and determined that the Anclote Conversion Project ranks as a ‘Green 111 
Project’. Per procedure, the Anclote Conversion Project requires the assignment, at a minimum, of a 
Project Manager Ill (aka PM 111). In addition, per procedure and at a minimum, the Anclote Conversion 
Project should comply with the Green requirements established within the PMCoE Enterprise Project 
Management Standards. 
Please Note: This document contains confidential transmission information and is subject to Progress 

Energy’s Standards of Conduct Procedure, #REG-SUBS-00002. Please do not distribute to 
Fuels & Power Optimization or Efficiency and Innovative Technology groups. 

Name Phone No. 

Manager, Project Development 

Business Serviced NGPPD 

John Robinson Wet:770-6444 

Candyce Marsh W e t :  770-5227 

I 

Director, Project Development 
NGPPD Andrew MacGregor 

Project Manager 

Gen Mgr-Suncoast-PGF 

Plt Mgr-Anclote 

Mgr-Resource Planning-TOP PEF 

Supv- Reg Planning Projects PEF 

7 VNet:770-2427 

, 
Joel Moran W e t :  770-2228 

Kris Edmondson VNet:230-5853 

Reginald Anderson VNet:220-3006 

Benjamin Borsch VNet:220-4565 

Geoff Foster VNet:230-5247 
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Anclote Conversion Project IPP (Rev 0-2011) @Progess-W 

Purpose: E Gate 0 - Initiate Project 

EGate 2 - Go BuildlBaseline 
Authorization to make new commitments up to $1.1 million * 

Authorization to spend additional funds up to $ 1.5 million * 

Estimated total project cost $ 52.8 million to $87.5 million Expected Cost: $77.4 (includes contingency)' 

Next approval gate expected on: March 2012 

Expected in-service date: June 2013 (Unit l), December 2013 (Unit 2) 

Notes or Exceptions: 

* Full Financial View, including AFUDC, Net of Joint Owner 

CGate 1 - Gocommit 

C Revision 

Action 

~~ 

This IPP requires approval by the: Senior Management Committee 

Name [Type I Print] Reviewing Position Signature Date 

Recommend 
Approval 

Recommend 
Approval 

Recommend 
Approval 

Recommend 
Approval Joel Moran 

John Elnitsky VP, NGPPD 

David Sorrick VP,Power Generation-PEF 

Peter Toomey VP, Finance, PEF 

Project Manager, Mgr Proj 
Engring, NGPPD 

Approve 

*pprove 

Approve 

Project Sponsor, Gen Mgr, 
Suncoast-PGF 

Recommend 
~~~~~~~l Kris Edmondson 

0 Chief Executive Officer 
0 Chief Financial Officer 
0 General Counsel 

Jeff Lyash Project Executive Sponsor 

Vinny Dolan President & CEO PEF 

I I 
VP, Fuels & Pwr 
Optimization Sasha Weintraub Recommend 

Approval I 
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1) Executive Summary - 
Backeround- 
On March 16,201 1, in compliance with a court-ordered deadline, the Environmental Protection 
Agency (EPA) released the proposed rule establishing Mercury and Air Toxics (MATS) standards for 
emissions of hazardous air pollutants (HAPS) from electric generating units (the “EGU MATS” or 
“Utility MATS”). On December 21,201 1, following the period for receipt and review of comments, 
the EPA released the final MATS rule which will be published in the Federal Register in January 
2012. The rule imposes numerical limits on metals, including mercury and acid gas from oil and coal- 
fired power plants. 

The Clean Air Act provides a 3-year time frame to comply with MATS standards. The permitting 
agency has the authority to add one year, and the President has the authority to add up to two 
additional years. 

Proposed Proiect- 

This project is to convert the existing Anclote Units 1 and 2 from their current use of #6 oil and 
natural gas to the exclusive use of natural gas in order to comply with the MATS standards. Two 
alternatives were considered in order to prepare the units for compliance. The frst option is 
compliance through the use of emissions controls, specifically low NOx burners and an electrostatic 
precipitator (ESP). The second option is compliance through the conversion of the units to operation 
on natural gas as the single fuel. Conversion to natural gas provides the best overall economic benefit. 

While compliance with the MATS standards is not required until fmt quarter of 2015, the proposed 
timing for the Anclote conversion will help mitigate any potential schedule delays due to permitting, 
construction, fuel gas supply etc. and should provide the additional benefit of fuel savings by 
switching from oil to the use of natural gas. 

Of the risks identified in the Risk Register for the proposed project, the most significant are the extent 
of configuration changes to the existing boilers to support the switch to the exclusive use of natural 
gas and the suitability of the current balance of plant equipment to support the new design. To 
mitigate these risks, two separate engineering consultants reports have been commissioned and 
reviewed to determine the most likely boiler configuration changes and condition assessments are 
being prepared for each of the Unit 1 and 2 boilers. Review of the adequacy of existing balance of 
plant equipment will be part of the initial engineering work for the project. 

The project cost is estimated to be between $52.8 million and $87.6 million (Class 5 estimate) with an 
expected cost of $77.4million. In service dates for the converted units are June 2013 for Unit 1 and 
December 2013 for Unit 2. 
Rccommendation- 

The project team requests senior management approval of $1 Smillion €or Phase 1 of the project which 
will consist of boiler configuration changes engineering to include thermal design, emissions 
estimates, control evaluation, detailed boiler condition assessment and analysis, demolition plan, 
planning for technical field advisor support, and owner’s engineering support. 

5 of 26 
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2) Scope 

Generation 

The Anclote Generation Plant consists of two units that bum both Number 6 fuel oil and natural gas. 
The units currently have a maximum summer rating of 500MW and 510 MW for units 1 & 2, 
respectively. the current natural gas firing capability for each unit is l i i t e d  to 40% of the total heat 
input. The balance of the heat input is from heavy fuel oil. The units as currently configured can 
operate on 100% heavy oil. 

Preliminary studies indicate that the addition of three levels of fuel gas burners in combination with 
the existing natural gas burners will be required to provide full output on 100% natural gas. The 
option to co-fire natural gas and heavy fuel oil will no longer be possible once the planned conversion 
is completed. 

The preliminary 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 M&R station will 
require an upgrade and relocation. Finally, the fmishing horizontal super heater 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 of the boiler may require configuration changes to complete the conversion based 
on other boiler engineering analysis and condition assessment (e.g., convection pass baffle 
replacement). Final thermal design calculations, emissions estimates, and a condition assessment of 
each unit will determine the exact level of configuration changes needed to support the gas conversion 
and will be addressed in the initial phase of the OEM boiler scope of work. 

The super heater section of each unit will require several configuration changes and recommendations 
from the preliminary studies performed to date have been incorporated into the estimate. This 
includes sections of the super heater that will need to be removed and other sections where material 
upgrades will be needed. 

Other impacts to the boiler are not known at this time. The estimate includes costs to perform an 
assessment study. The risk assessment includes the potential project impact for boiler configuration 
changes that are found during the boiler assessment. 

It is estimated that both Units will require a ten week outage to perform the installation. Unit 1 will be 
in the Spring of 2013 and Unit 2 will follow in the Fall of 2013. The estimate assumes that 
demobilization and a re-mobilization will occur between the outages. 

6 of 26 
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3) Key Milestones & Project Gates - 

Below are key milestone deliverables and project gates. 

Key Milestones & Project Gates 

Milestone 

Gate 0- Initiate Project 

Boiler Engineering 
(Contracting Strategy 
Phase 1) 

Gate 1-Go Commit 

Sign Equipment Contracts 
(Contracting Strategy 
Phase 2) 

Sign Gas Contract 

Sign Construction 
Contract 

Gate 2- Go Build 

Mobilization Unit 1 

Mobilization Unit 2 

:n-Service Date (Unit 1) 

.n-Service Date (Unit 2) 

Date 1 Critical Path 
Bhseline 

January 2012 

January 2012 

March 2012 

March 2012 

March 2012 

November 
2012 

March 20 1 3 

March 20 13 

September 
2013 

June 20 1 3 

December 
2013 

I 

Forecast 1 Actual @In) I I 

Y January 
2012 

January 
2012 

~ 

Y 

March 2012 

March2012 I Y 
I I 

Y November 
2012 

March 2013 Y 
March 20 13 Y 

I I 

Y September. 
2013 

I I 

June2013 1 Y 
I I 

Y December 
2013 

Note: Minor commitments at Gate 0, Initiate project, such as studies. 
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IPP versionlDate 

Rev 0 01/2012 

Expected Estimate hnge Estimate Class (AACEI] 

$77.4 $52.8-$87.5 Class 5 
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L --A 

Total Direct Cost & AFUDC 
Contingency 

All-In Financial View, Net 

b) Total Project Cost Wequired only prior to establishing Baseline) 

The cost estimate Class 5 per AACE’s classification which is derived from the percent complete 
of design engineering (Typically 0-2%). The Low and High values for the Total Direct Cost & 
AFUDC represent a -25% and +25% range around the Expected case. 

A Q c 

$52.8 $70.4 $87.5 
(P 

$52.8 $77.4 $87.5 

Note: This project is not subject to joint ownership. Cost of Removal has been evaluated and 
determined to be immaterial at this time. 
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CapEx 
2012-2013 Budget 
This IPP 
Difference 

c) AFUDC by Year 

2012 2013 2014 Total 
$5.0 $5.0 $0 $10.0 

$35.9 34.6 $1.5 72.3 
($30.9) ($29.6) ($1.5) ($62.3) 

AFUDC 
2012-2013 Budget 
This IPP 
Difference 
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2012 2013 Total 
$0 $0 $0 

$1.1 $4.0 $5.1 
($1.1) ($4.0) ($5.1) 
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5) Post Implementation Incremental Operational Costs 

With converting to full load gas on both Anclote units no organizational changes for Anclote are 
anticipated. As such, no significant non-fuel O&M expense changes are anticipated at this time. 

6) Risk Assessment 

The Enterprise Risk Management Framework (ERM-SUBS-00021) was followed to identify the 
standardized risk types for the project. The major risks for this project are summarized below. 

a) RiskMatrix 

Probability 

Very High [go-loo%] 

High [66-89%] 

Moderate [34-65%] 

LOW [ I  1-33%] 

Very Low [0-IO%] 

$1Sm $3.5m $7.0m $10.5m $10.5m 
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Risk Name 

I 

a 
3 + 
b 
T 
3 
4 
10 

3 1  
1 .L 

5 

Estimate Uncertainty [$MI 

Total Project Risk Exposure & Estimate Uncertainty [$MI 

Remaining Contingency [$MI 

Contingency Coverage Ratio 
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b)Risk Descriptions and Mitigation Strategy 

Cost E3 Schedule El Performance n/a Environmental d a  Safety d a  

Risk: 

Cost 

Trend: 

0 Schedule 0 Performance n/a Environmental d a  Safety n/a 

If the existing plant equipment required to support the gas burner 
configuration changes such as the Forced Draft fans, service air, instrument 
air, control valves, etc. does not meet the new design criteria, then the 
purchase and installation of replacement equipment will be required. 

Current W i g  (Green) Impact = Moderate 

Mitigation Plan: OEM engineering quotes are to be sourced to better determine new design 
conditions and feasibility of existing equipment to support configuration 
changes. After the vendor is selected and configuration changes scope 
defined, the risk impact is to be lowered or further evaluated. ' 

Risk: 

Trend: 

If the boiler assessments for Unit 1 and Unit 2 indicate a requirement for 
more extensive configuration changes than anticipated then the outage 
schedule may be extended and fabricated parts may be required. Both of 
these options would impact the cost and duration of the project. 

Current Ranking (Green) Impact = Moderate. 

Mitigation Plan: The Boiler Assessment for Unit 1 has been initiated and Unit 2 will soon 
follow. The assessments are scheduled for completion in the first quarter of 
2012. The outcome of these assessments will determine what level (if any) 
of configuration changes are required. It will also establish the extent to 
which the cost and schedule are affected. 
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Cost 

Risk: 

0 Schedule 0 Performance d a  Environmental d a  Safety n/a 

If the procurement cost for the super heater materials for Unit 1 and Unit 2 
are significantly more than the expected case included in the estimate, then 
additional funding beyond the included contingency may be required. 

Cost 0 Schedule 0 

Trend: Current Ranking (Green) Impact = Moderate. 

Performance d a  Environmental n/a Safety n/a 

Mitigation Plan: The materials will be competitively bid. The cost for the materials and 
installation will be compared against the level of performance guaranteed 
by the vendor as part of the selection criteria. 

Risk. 

Trend 

If the construction process damages existing equipmen& then additional cost 
will be incurred to repair the damages. 

Current Ranking (Green) impact = Minimal 

Mitigation Plan: Experienced contractors with proven track records will be selected for the 
request for proposal (RFP) process. Constructability reviews, including a site 
walk down, with the selected contractor and the project team will occur prior to 
contractor mobilization. This will address and formulate a mitigation strategy 
for working in any critical areas where there is a potential for existing 
equipment to be damaged. 
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Cost El Schedule El Performance n/a Environmental n/a Safety n/a 

Risk: 

Cost El 

Trend: 

Schedule 

If the DCS cannot be upgraded or if unforeseen issues arise with tying in 
the legacy oil equipment, then additional funding for the DCS may be 
required above what is included in the contingency. 

Current Ranking (Green) Impact = Minimal 

Risk: 

Trend: 

If the manufacturing schedule slips or if the vendor requires more than the 
52 weeks assumed for manufacturing, then additional funding may be 
required to expedite the parts or the schedule could be delayed. 

Current Ranking (Green) Impact = Minimal 

Mitigation Plan: The manufacturing lead time for the pressure parts will be addressed in the 
RFP. Depending on the responses, non-US manufactured parts may be 
determined to be the best course of action to meet the schedule. Another 
strategy would be to pay additional cost to expedite the pressure parts 
guaranteeing delivery in time to meet the outage schedule or the project 
could experience schedule delays. 
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Cost El 

Oil Abandonment Work 

Schedule El Performance d a  Environmental d a  Safety d a  

Cost 0 

Risk If  the cost for removal and disposal is significantly more than estimated, 
then additional funding may be required if the project contingency is 
exceeded. 

Schedule 0 

Trend: Current Ranking (Green) Impact = Minimal 

Underground Interferences 

Risk If the gas line route required the mitigation of underground interferences, 
then the cost could be an associated cost increase. 

Trend: Current Ranking (Green) Impact = Minimal 

Mitigation Plan: Extensive communication among the FueI Gas Supplier, Plant and project 
team will be required in order to plan the underground gas supply line and 
to relocate the new M&R Station a. A plan for mitigating any indentified 
underground interferences will be developed. Once the route is planned, the 
route will be surveyed for any unknown interferences. In addition, a vac 
truck excavation may be required in areas where interferences are located. 
The extent to which underground interferences are identified, located and 
mitigated will drive the cost. 
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Major NPV Components 
Capital 

Oil Removal 

Fuel Costs 

Gas Reservations (Fixed Gas 
Transportation)’ 

Emissions’ 

Production Costs other than Fuel and 
Emissions 

After-Tax NPV (millions) 
$20.9 

(3.6) 
$207.3 

($77.7) 

$19.9 

$2.6 

’Gas reservarion charges are based on the procuremen? of an additional 40,000 Duday. Costs allocafed to this project are for ?he period 
of s t u b  only (2012 - 2018). Additional reservatiom would become part of system gasporfolio in lateryears. 

Emissiom include estimated allowance prices for CSAPR ozone seaon NOxprograrn beginning in 2012 and COj allowance prices 
beginning in 2015. Delay of CSAF’R to 2013 will result in a minor change in these savings (less rhan $IM) 

Total 

*net savings 
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c) Key Assumptions 

Base Data 

Base case modeling assumptions were consistent with the 201 1 Ten Year Site Plan updated to include 
details of the scenario requested by the Public Service Commission in August 20 11. The update included 
an adjustment to the forecast load due to the Commission’s July ruling on DSM goals as well as an update 
of the anticipated return date for Crystal River Unit 3 to November 2014. 

Fuel prices used were those associated with the 201 1 Ten Year Site Plan (October 2010). 

Resource Plan 

Because the variation in unit output between the two cases was minimal, no changes in the base resource 
plan were considered in this analysis. 

Alternative: Emissions Controls 

A conceptual design for compliance with the MACT was prepared in 2010. This design was not updated 
to the specific requirements of the proposed rule released in March 201 1. PGN anticipates that the total 
cost of the controls that would be required to achieve compliance will be greater than those initially 
estimated and the costs used here. To this extent, the analysis is conservative relative to the advantages of 
the gas conversion project. 

The proposed emissions control alternative includes three compliance elements: Low NOx Burners, ESP 
for particulate and metals control, and SO2 reduction via fuel switching. 

The alternative of installing the low-NOx burners and the ESP had an estimated cost of $91.7 million. 
This value has been used in this analysis. PGN recongizes, however, that this estimate was a preliminary 
estimate prepared primarily from industry data and was not prepared based on site specific preliminary 
engineering. While indusq  data may be conservative, typically estimates of this type are lower than the 
more defdtive estimates prepared after engineering. 

In discussion with ESS and NGPP, PGN determined that the two available alternate approaches for SO2 
control would be construction of a dry scrubber or fuel switching. Fuel switching to an ultra-low sulfur 
fuel would appear to be the preferred alternative. A cost for this fuel has not been provided, and is not 
included in this analysis. 

The potential need for additional controls to meet as promulgated metals or acid gas emissions limits in 
the absence of a scrubber, e.g. sorbent injection, was not considered. 

Unit Performance 
For each case, the units’ heat rates were modeled based on the recalculated heat rates prepared in October 
201 1. These heat rates were given for oil, gas, and blended operation. The blended operation values were 
used for the continuation (emissions control) case, and gas fired values for the conversion cases. 

The analysis did consider an estimated efficiency improvement due to the discontinuation of auxiliary 
loads required for heavy oil operation in the gas conversion case. 

As discussed above, no performance impact of the addition of emissions controls was modeled. 

Based on estimates provided by strategic engineering, each unit was modeled to obtain a 10 MW uprate 
following the conversion, primarily attributed to the discontinuation of auxiliary loads associated with 
fuel oil operations. 
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Period of Analvsis 

The analysis is based on the current project schedule calling for conversion of Unit 1 in service June 2013 
and Unit 2 in service December 201 3. 

The results shown are for an analysis covering the period 2013 through 2018 (all values shown in 2012 
dollars. This period was selected because beyond 2018, alternate potential resource plans (e.g. additional 
resources required in the alternate case requiring retirement of Crystal River 1 & 2, and alternate cases for 
varying levels of Levy ownership) would result in a large number of potential scenarios for consideration. 
In the gas conversion case, fuel and emissions benefits continue to be realized in the years beyond 2018. 
The project will be required for compliance no later than the MACT compliance date (anticipated to be 1" 
quarter of 201 5 )  and provides fuel benefits in the years prior to the final compliance date. 

Differential CPVRR for the capital costs cover the complete capital revenue requirements for each 
alternative (i.e. the costs are not truncated in 2018). 

Financial Assumutions 

Consistent with the 201 1 TYSP, the 2010 average cost of capital was used to discount future costs and 
benefits. Projects were considered to carry a 20 year life for tax purposes and a 13 year life for book 
purposes (consistent with the 2024 Anclote retirement currently shown in the depreciation schedules filed 
with the FPSC) 

Fuel Considerations 

An incremental 40,000 Dt/day fixed gas transportation requirement for Anclote was used as the base case, 
priced at an estimated daily demand rate of $1.25 per DVday based on current indications. In consultation 
with the fuels group, this value is considered to be conservative. While the 40,000 Dt/day value is 
consistent with fuels modeling for Anclote incremental usage, some of the Anclote generation comes at 
the expense of other units to which we currently supply natural gas,and as a result, the actual portfolio 
requirement may vary. 
transportation at a lower price. 

Fuels provided an alternate scenario price based on lower cost and lower total quantity of transportation 
required. This would result in an additional savings of approximately $1 1.2 (NPV 2012$) over the period 
of study in the gas conversion case. 

Two options were considered for the removal of fuel oil remaining in inventory following the conversion 
to gas operation, with removal (by truck) and sale of the excess inventory or burning the excess inventory 
out of economic operation. The estimated cost for the removal and sale was less than the expected cost of 
out of economic consumption and was used in this analysis. 

Exclusions 

No changes were made in the base O&M costs for unit operations. In the gas conversion case, no specific 
savings were assumed related to 0&M costs associated with operating and maintaining the fuel oil supply 
system. In the emissions control case, no additional O&M costs were assumed for the operation of the 
emissions control equipment. 

In addition, no costs or savings were attributed to the potential closure of the oil pipeline as this will be 
considered as part of a separate project. 

In addition, market opportunities may result in purchase of the fixed 
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8) Organization ,-__ “%. 

With converting to full load gas on both Anclote units no organizational changes for Anclote are 
anticipated. The conversion will impact the Bartow to Anclote pipeline organization once the second 
unit at Anclote is converted and the pipeline is retired. 

9) Contract & Procurement Strategy 

New Generation 
The contracting and procurement strategy has been developed to mitigate overall risks to the project 
with particular focus on preliminary engineering, long lead equipmenthaterials, and the outage 
schedule. To better define the scope of work, initial study evaluation scope has been released to a 
qualified engineering firm to develop technical specifications and list of studies and to a qualified 
boiler inspection firm to evaluate the current boiler condition. These initial evaluations should help 
mitigate cost and schedule risk to the project. 

Following these relatively small initial study evaluations, the boiler cofiguration changes engineering 
(“Phase 1”) and boiler pressure part supply (“Phase 2”) will be competitively bid to major boiler 
original equipment manufacturers (OEMs). The boiler configuration changes engineering (Phase 1) 
includes thermal design, emissions estimates, control evaluation, detailed boiler condition assessment 
and analysis, demolition plan, and planning for technical field advisor support. The boiler pressure 
part supply (Phase 2) includes boiler tubes, headers, valves, burners, burner management system, 
platforms, grating, and other related equipment/materials. Phase 1 and Phase 2 will be bid at the same 

In addition to the Phase 1 and Phase 2 scope discussed above, scopes for balance-of-plant engineering 
and installation/demolition work will be competitively bid. These packages will be bid following 
completion of the initial engineering study and Phase 1 engineering. The boiler pressure parts supply 
(Phase 2) will be bid separately from the installatioddemolition scope to maintain the integrity of 

Fuels 
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-1 
a 

10) Change in Inventory Detail - 
The disposition of the remaining fuel oil will be addressed in a separate project. A plan to disposition 
is currently being addressed by the Anclote Plant operations group. 

11) Regulatory Requirements 

The EPA issued the proposed Air Toxics Rule (MATS Rule) on March 16,201 1 which was published 
to the Federal Register on June 21,201 1.  The final rule is was issued in early January 2012. 
Adoption of the new ECU MATS rule is expected to encompass generating units that bum in excess 
of 10% oil. This will include the Anclote Units. 

In March 2006, Progress Energy Florida (PEF) filed with the Florida Public Service Commission 
(FPSC) its Integrated Clean Air Compliance Plan, which outlined a variety of options for compliance 
with the CAfR (Clean Air Interstate Rule); as well as the Clean Air Mercury Rule (CAMR). As 
proposed in that plan, PEF recommended Plan D, which included the environmental controls for CR 
North. In November 2006, the FPSC approved recovery of prudently incurred CAIWCAMR costs for 
2006 and 2007 through the Environmental Cost Recovery Clause (ECRC). 

Progress Energy Florida filed updates to the Integrated Clean Air Compliance Plan with the Florida 
Public Service Commission in 2007,2008,2009,2010 and 201 1. In 201 1 PEF requested certain 
limited costs for ECRC recovery associated with assessing the proposed MATS Rule, preparing 
comments for EPA, and developing compliance strategies within aggressive regulatory timeframes. 
These costs were approved for recovery and the Commission is aware that upon issuance of the EGU 
MATS rule, PEF will conduct detailed engineering and other analyses to develop compliance 
strategies for inclusion in an updated Integrated Clean Ai Compliance Plan. 

REGULATORY FILINGS 

Upon SMC approval of the proposed Anclote MATS compliance plan, PEF file testimony with the 
Commission describing the project and outlining at a minimum the compliance options considered 
and why the gas conversion is in the best interests of the ratepayer. PEF anticipates filing as soon 
after management approval of the plan as reasonably possible preferably prior to entering into any 
significant contracts. PEF will also be required to address MATS implications in OUI Integrated Clean 
Air Compliance Plan in the annual update typically filed in early April. 

RECOVERY MECHANISM 

Progress Energy Florida is allowed to submit the costs to the Florida PSC for recovery under Florida 
Statute 5366.8255 Environmental Cost Recovery Clause (ECRC), as long as the following criteria are 
met: 
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Costs were prudently incurred after April 13, 1993. 

- The activity is legally required to comply with a governmentally imposed environmental regulation 
enacted, became effective, or whose effect was triggered after the company’s last test year upon which 
rates are based. 

Costs are not recovered through some other cost recovery mechanism or through base rates. 

Under the ECRC, PEF begins to recover the cost of the project when the project goes into service. 
PEF is allowed to begin recovering AFUDC that it has accrued upon the project being placed in 
service. The PEF regulatory planning function provides internal guidance and recommendations on 
submissions for potential recovery. The final determination of the costs that will be recoverable 
through the ECRC is determined by the PSC. 

12) External Relations Plan - 

Communitv Relations 

The overall community relations plan focuses on leveraging public support for the project through 
supporting stakeholders, monitoring activities of known detractors, such as environmental groups, and 
working with plant neighbors to advocate their support. There is no known opposition to plant 
conversion at this time. A comprehensive stakeholder analysis is being kept up-to-date based on 
activities occurring with similar off-system projects in order to anticipate issues that would hinder 
project execution and to develop specific plans to mitigate those issues. Weekly updates of public 
relations initiatives will continue throughout the project planning and construction phases. Risk 
analysis and cost allocation for execution of the public relations plan will be updated as needed 
throughout the process. 

External Relations 
The project team will work with internal community relations and plant communications personnel 
to respond to issues raised regarding this work. There is no known opposition to the Anclote 
Conversion at this time. A comprehensive stakeholder analysis will be performed by external 
relations in order to anticipate issues that would hinder project execution and develop plans to 
mitigate those issues. 

Below provides various strategies for the external relations piece to will support the Anclote 
conversion project. 

Develop stakeholder list and contact information to include 

Agencies - state/local 

Property owners 

State Legislators - representing plant area 
Local Elected officials (city/county), county staff 
Key community leaders and groups 

HOA or civic associations for neighboring communities 
Environmental and special interest groups 
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Anclote park visitorshoaters 
Pasco Economic Development Council 

0 

FPC/PE Retirees 
Pasco County School board for any schools within TBD proximity of the plant. 

Conduct outreach based on project plan and schedule 

Prior to any external communications, permitting, or other external interactions with 
media, local government or agencies, it will be necessary to develop a plan for initial 
communications to citylcounty, agencies, other key stakeholders: 

notification 
briefing on project details 

0 delivery of key messaging 
build support for the project 

Provide support and coordination to project team for permitting and approval processes 
required by local government and agencies. Utilize existing contacts to facilitate agency 
coordination and approval. 

Develop plan and Communications for impacted property owners and property owners in 
plant area. 

0 Timeline for the project 
Messaging regarding benefits and potential impacts 

What property owners can expect 
How to reach PE for issues and concerns - establish toll free#, email 

Communications and Media Relations 

Press release 

Messaging for state and local audiences -key messages, Q&A, external stakeholders handout 
Internal messaging for employees - “When Neighbors Ask” 
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13) Internal Stakeholders- 

Internal Stakeholders 

Stakeholder 

Project sponsor 

Project manager 

Asset owner 

Operations 

Environmental 

Regulatory 

Supply Chain 

Fuels 

Community Relations 

Primary Contact 

Kris Edmondaon 

Joel Moran 

Reginald Anderson 

Reginald Anderson 

Michael Shrader 

Glenn Alex 

Brooks Strickler 

Joe McCallister 

Gail Simpson 

Role 

Provide operation oversight and input on 
matters after initial project approval and 
during construction. 

Primary responsibility for planning, 
organizing, and managing resources to 
bring about the successful completion of 
project goals and objectives. Has ultimate 
responsibility for the project with a 
primary focus on new generation. 

Provides insight to site specific 
information. Receives asset final 
commissioned asset from the construction 
organization. 

Provides insight into post-project 
implementation costs, benefits, and 
concerns. 

Provides input to environmental and 
permitting issues and concerns as they 
arise. 

Provides input on regulatory issues and 
concerns as they arise. 

Provides contracting and procurement 
services for the new generation portion of 
the project. 

Provides input regarding fuel procurement 
and delivery. 

Works with the community to respond to 
issues and concerns raised by the public. 
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Date 

March 2012 

March 2013 

14) Next Steps- 

The following milestone meetings will provide Senior Management with updates on the project 
and the opportunity to defer, stop, or otherwise change the project direction as needed: 

Milestone - Request 

To move into the next phase of commitments. Specifically securing 
equipment and signing the gas contract. 

Go Build P P  

I 

Further updates to be determined as the project develops 
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Appendix A - Assumptions 

Item Assumption Owner 

Project Assumptions 

Property Tax & Insurance 
Rate 

Burden Rates 

Sscalation Rates 

Analysis Horizon 

Corporate Planning 

Corporate Planning 

Corporate Planning 

Financial Assumptions 

Discount Rate 1 corporate Planning 

Marginal Tax Rate I Corporate Planning 
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- 

Anclote Conversion Project 

Power Generation Florida 
PEF 
03/26/2012 

Integrated Project Plan (IPP) 

Role, Department / Group 

Financial Analysis Control Number: 20 12- 164 1 
Project Profile Ranking: Green I11 Project 

The Anclote Conversion Project team plotted the project size and complexity using the PMCoE Project 
Profile Matrix Ranking Tool and determined that the Anclote Conversion Project ranks as a ‘Green I11 
Project’. Per procedure, the Anclote Conversion Project requires the assignment, at a minimum, of a 
Project Manager 111 (aka PM 111). In addition, per procedure and at a minimum, the Anclote Conversion 
Project should comply with the Green requirements established within the PMCoE Enterprise Project 
Management Standards. 

Please Note: This document contains confidential transmission information and is subject to Progress 
Energy’s Standards of Conduct Procedure, #REG-SUBS-00002. Please do not distribute to 
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Name Phone No. 
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Purpose: E Gate 0 - Initiate Project EGate 1 - Go commit 

e Gate 2 - Go Build / Baseline E Revision 
Authorization to make new commitments up to $77.8 million * (entire project funding) 

Authorization to spend additional funds up to $ 78.6 million * (entire project funding) 

Estimated total project cost $49 million to $87.6 million Expected Cost: $79.3 (includes contingency)' 

Next approval gate expected on: March 2013 

Expected in-service date: June 2013 (Unit I),  December 2013 (Unit 2) 

Notes or Exceptions: 

Full Financial View, including AFUDC 
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1) Executive Summary - 
Background- 
On March 16,201 1, in compliance with a court-ordered deadline, the Environmental Protection 

~~ 

Agency @PA) released the proposed rule establishing Mercury and Air Toxics (MATS) standards for 
emissions of hazardous air pollutants (HAPS) from electric generating units (the “EGU MATS” or 
“Utility MATS”). On December 2 1,201 1, following the period for receipt and review of comments, 
the EPA released the final MATS rule which was published in the Federal Register on February 16, 
2012. The rule imposes numerical limits on metals, including mercury and acid gas from oil and coal- 
fired power plants. 

The Clean Air Act provides a 3-year time frame to comply with MATS standards. The permitting 
agency has the authority to add one year, and the President has the authority to add up to two 
additional Years. 
Proposed Proiect- 
This project is to convert the existing Anclote Units 1 and 2 from their current use of #6 oil and 
natural gas to the exclusive use of natural gas in order to comply with the MATS standards. Two 
alternatives were considered in order to prepare the units for compliance. The first option is 
compliance through the use of emissions controls, specifically low NOx burners and an electrostatic 
precipitator (ESP). The second option is compliance through the conversion of the units to operation 
on natural gas as the single fuel. Conversion to natural gas provides the best overall economic benefit. 

While compliance with the MATS standards is not required until first quarter of 2015, the proposed 
timing for the Anclote conversion will help mitigate any potential schedule delays due to permitting, 
construction, fuel gas supply etc. and should provide the additional benefit of fuel savings by 
switching from oil to the use of natural gas. 

Of the risks identified in the Risk Register for the proposed project, the most significant are the extent 
of configuration changes to the existing boilers to support the conversion to natural gas. Additionally, 
this includes determining the suitability of the current balance of plant equipment to support the new 
design. To mitigate these risks, an engineering study was initiated with the boiler OEM supplier to 
perform an engineering analysis on the unit to determine the boiler configuration changes needed to 
convert each of the units. Review of the adequacy of existing balance of plant equipment that is 
closely associated with the operation of the boiler has been considered in the initial engineering work 
for the project. 

The project cost is estimated to be between $49.0 million and $87.6 million (Class 4 estimate) with an 
expected cost of $79.3 million. In service dates for the converted units are June 2013 for Unit 1 and 
December 2013 for Unit 2. 

Recommendation- 
The project team requests senior management approval of the full project cost of $79.3 million. This 
will allow the project to move into firm commitments to ensure the project meets key milestone 
outlined in this document. These critical commitments include the boiler OEM and the gas contract. 
The boiler OEM will design and supply the burner and pressure parts. The gas contract addresses for 
the modification of the M&R station needed to support the increased supply to the station. 
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2) Scope 
Generation 
The Anclote Generation Plant consists of two units that burn both Number 6 fuel oil and natural gas. 
The units currently have a maximum summer rating of 500MW and 510 MW for units 1 & 2, 
respectively. The current natural gas firing capability for each unit is limited to 40% of the total heat 
input. The balance of the heat input is from heavy fuel oil. The units as currently configured can 
operate on 100% heavy oil. 

Preliminary studies indicate that the addition of three levels of fuel gas burners in combination with 
the existing natural gas burners will be required to provide full output on 100% natural gas. n e  
option to co-fire natural gas and heavy fuel oil will no longer be possible once the planned conversion 
is completed. 

The preliminary 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 M&R station will 
require an upgrade and relocation. Finally, the finishing horizontal super heater 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 of the boiler may require configuration changes to complete the conversion based 
on other boiler engineering analysis and condition assessment (e.g., convection pass baffle 
replacement). 

At this time, final thermal design calculations, emissions estimates, furnace vibration analysis, and a 
furnace draft assessment have been compteted. These assessment results are in review. The initial 
review of this report indicate a boiler modification plan that is similar to the preliminary results. The 
report has also expanded in detail to include recommendations for the back pass baffle design to 
manage vibration concerns. As a result of the vibration analysis that was performed, additional 
recommendation were noted for action to improve the forced draft fan performance to maximize the 
performance of the unit in the converted state. 

In view of the final study results and recognizing that the changes fiom the preliminary report are not 
significant, the recommendations from the preliminary studies performed remain as the basis for the 
estimate. 

While the major impacts to the boiler have been identified in the OEM final report, other impacts to 
the boiler are not known at this time. While these remaining items are anticipated to be minor, the 
risk assessment includes the potential project impact for boiler configuration changes that are found 
during the detailed design of the boiler modifications identified . 

It is estimated that both Units will require a ten week outage to perform the installation. Unit 1 will be 
in the Spring of 2013 and Unit 2 will follow in the Fall of 2013. The estimate assumes that 
demobilization and a re-mobilization will occur between the outages. 
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Contract 
Gate 2- Go Build 
Mobilization Unit 1 

Mobilization Unit 2 

In-Service Date (Unit 1) 

'I ot zz 
PEF-120 103-EI-00078 

2012 2012 
March 2013 March 2013 Y 
March 20 1 3 March 20 13 Y 

Y September September 
2013 2013 
June 2013 June 2013 Y 

In-Service Date (Unit 2) Y December December 
2013 2013 



Total Project Cost History - ($ in Millions) 
IPP version/Date Expected Estimate Range Estimate Class [AACEI] 

Rev 0 01/2012 $77.4 $52.8-$87.5 Class 5 
Rev 103/2012 $79.3 $49.0-$87.6 Class 4 

See PJM-SUBS-00005 Project Cost & Financial Management for AACEI Estimate Class 
definition and guidance. For Class 3,2, 1 estimate the Estimate Range should be noted as N/A. 
Total Project Cost (Required only prior to establishing Baseline) 
The cost estimate Class 4 per AACE’s classification which is derived from the percent complete 
of design engineering (Typically I-15%). The Low and High values for the Total Direct Cost & 

i 
T 
3 
T 
5 

(4 
7 

All-In Financial View I $49.0 I $79.3 I $87.6 I 

Note: 

c! 
This project is not subject to joint 

The Risk Register contingency . The Total Cost Impact 
Cost of Removal has been estimated at 
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CapEx 2012 2013 2014 Total 
Rev 0 IPP (January 2012) $35.9 $34.7 $1.6 $72.3 
This IPP $25.2 $48.1 $1.8 $75.2 
; Difference ($0.2) $2.9) 

AFUDC 2012 2013 
Rev 0 IPP (January 2012) $1.1 $4.0 
This IPP $0.4 $3.7 
Difference $0.7 $0.3 

Total 
$5.1 
$4.1 
$1.0 

Changes are from change in current expected estimate cashflow and the use of the current AFUDC 
rate. 

5) Post Implementation Incremental Operational Costs 
With converting to full load gas on both Anclote units no organizational changes for Anclote are 
anticipated. As such, no significant non-fuel O&M expense changes are anticipated at this time. 

6) Risk Assessment 
The Enterprise Risk Management Framework (ERM-SUBS-00021) was followed to identify the 
standardized risk types for the project. The major risks for this project are summarized below. 
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Probability 

Very High [go-loo%] 

High [SS-89%] 

Moderate [%65%] 

LOW [l l-33%) 

Very Low [0-1 O%] 

<lo% 1 4 5 %  >15% <2% <5% 

Risk Name 

I 
2 
3 + 
5 + 
1 
8 
9 

\a 

io 
I t  

Estimate Uncertainty [$MI 

Total Project Risk Exposure & Estimate Uncertainty [$MI 

Remaining Contingency ($MI 

Contingency Coverage Ratio 0 'b 
- - 
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Cost El Schedule 

b)Risk Descriptions and Mitigation Strategy 

El Performance d a  Environmental d a  Safety n/a 

Risk If the existing plant equipment required to support the gas burner 
configuration changes such as the Forced Draft fans, service air, instrument 
air, control valves, etc. does not meet the new design criteria, then the 
purchase and installation of replacement equipment will be required. 

Trend: Current Ranking (Yellow) Impact = Moderate 

Mitigation Plan: OEM engineering was sourced to better determine new design conditions 
and assess of existing equipment to support configuration changes. 

Boiler confirmration changes Unit 1 and Unit 2 
Im act to: 

Cost 1 0 1 Schedule 1 0 I Performance I d a  I Environmental 1 d a  I Safety 1 n/a 1 
I I I I I I I I I I I 

Risk If the boiler assessments for Unit 1 and Unit 2 indicate a requirement for 
more extensive configuration changes than anticipated then the outage 
schedule may be extended and fabricated parts may be required. Both of 
these options would impact the cost and duration of the project. 

Trend: 

Mitigation Plan: The Boiler Assessment for Unit 1 has been initiated and Unit 2 will soon 
follow. The assessments are due to complete by March 2012. Preliminary 
study findings suggest minor modifications are proposed. Final outcome of 
these assessments will determine what level (if any) of configuration 
changes are required 

Current Ranking (Green) Impact = Moderate 
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Cost 

Mitigation Plan: An assessment of the current DCS system was done and impact value of 
this risk were lowered. YO cabinet’s procurement and modification to 
existing systems are being scoped as part of the assessment. This will be 
handled as part of the balance of plant (BOP) design scope. 

Oil Abandonment Work 
Impact to: 

I Cost 1 0 I Schedule I 0 I Performance 1 d a  I Environmental I n/a 1 Safety I da1 

0 Schedule 0 Performance d a  Environmental d a  Safety d a  

Risk If the cost for removal and disposal is significantly more than estimated, 
then additional funding may be required if the project contingency is 
exceeded. 

Trend: Current Ranking (Green) Impact = Minimal 

Mitigation Pia 
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Cost 

Trend: 

Mitigation Plan: Some preliminary mitigation plans that are being currently evaluated are, 
using a pipe rack for the gas line vs. going underground, location of the 
M&R station to be closer to the plant thus eliminating chances for 
underground interferences. Once the route is planned, the route will be 
surveyed for any unknown interferences again. In addition, a vac truck 
excavation may be required in areas where interferences are located. The 
extent to which underground interferences are identified, located and 
mitigated will drive the cost. A further plan for mitigating any indentified 
underground interferences will also be developed for any additional work. 

Current Ranking (Green) Impact = Minimal 

Unknown condition of eauipment at interface points 
Im act to: 

Cost I 0 I Schedule I 0 I Performance I d a  I Environmental I n/a I Safety I d a  I 

El Schedule 0 Performance d a  Environmental d a  Safety d a  

Cost 0 Schedule d a  Performance d a  Environmental 
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Cost Schedule El Performance n/a Environmental n/a Safety n/a 

Risk: 

Trend: 

If the existing plant equipment required to support the gas burner 
configuration changes such as the FD Fans, service air, instrument air, 
control valves, etc. does not meet the new design criteria, then the purchase 
and installation of replacement equipment will be required. With the 
primary concern of shortfall anticipated in the FD fan performance. The 
Alstom report indicates a potential shortfall in combustion air of 12%. 

Current Ranking (Green) Impact = Significnat 

Mitigation Plan: OEM engineering was sourced to better determine new design conditions 
and assess of existing equipment to support configuration changes. There 
are several items idenitified to improve the FD fans’ performance that will 
mitigate the reulacement. This includes: 

7) Economic Evaluation 

Thorough cleaning of the economizer gas side (reduces gas side dp, 
improves boiler efficiency) 
Removal of steam coils presently used for cold end corrosion 
mitigation 
Repair of air heater seals (ongoing for U1) 
Replacement of air heater baskets with a lower dP design (ongoing 
for U1) 
Availability of aux steam previously dedicated to fuel oil heating 
and steam coil air tempering function for power generation 

The economic analysis remains unchanged from the January 2012 IPP (Rev 0). As updates to the 
current expected case estimates were not material and would not produce material difference in the 
economic analysis. 

a) Alternatives Considered 
Two alternatives were considered in order to prepare the unit for compliance with EPA’s Air Toxics 
Rule (Utility MATS). The first option is compliance through use of emissions controls, specifically 
low NOx burners and an electrostatic precipitator (ESP). The second option is compliance through 
conversion of the unit to operation on natural gas as the single fuel. A third option, discontinuation of 
heavy fuel oil use without conversion, would have had a 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. In addition, this option does 
not preserve system flexibility and optionality with respect to achieving MATS compl i ce  for other 
units in the fleet. 

Capital costs for each of the two options under consideration were prepared by the NGPP estimating 
group. Estimates of the unit performance with and without the gas conversion were provided by the 
Maintenance and Diagnostic Center of the Power Generation Engineering group. 

The ProsymTM model was used to evaluate the impacts on production costs. 
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The project has economic benefits in both capital cost and fuel savings. The capital cost for the gas 
conversion project is less than the capital cost for the emissions controls for oil fired compliance. The 
estimates of fuel cost differential (savings) are primarily to demonstrate that implementation of the gas 
conversion will not cause an increase in the system fuel cost that would result in a negative impact due 
to the project. The net impact on system fuel and operating cost is positive (savings) indicating an 
additional benefit. 

c+,"=mw 

- 
Major NPV Components After-Tax NPV (millions) 

Capital $20.9 
Oil Removal (3.6) 
Fuel Costs $207.3 
Gas Reservations (Fixed Gas 
Transportation)' 

Production Costs other than Fuel and 
Emissions 

( $7 7.7 ) 

Emissions" $19.9 

$2.6 

Total $169.4* - 

b) Major NPV Components 
The following table shows the Major NPV Components for the case of gas conversion compared 
to the emissions control (base) case. The values are differential and represent benefits or (costs) 
for the conversion of the unit to gas operation compared to the emissions control case. 

'Gas reservation charges are based on theprocurement ofan additional 40,000 DUday. Costs allocated to thisproject are for theperiod 
ofstudy only (2012 - 2018). Additional reservafiolls would becomepart of system gasporrfolio in later years. 

Emissiom include esrimated allowance pricesfor CSAPR ozone seaon NOx program beginning in 2012 and CO, allowance prices 
beginning in 2015. Delay of CSAPR to 2013 will result in a minor change in these savings (less than $lM) 
* u t  savings 

c) Key Assumptions 
Base Data 
Base case modeling assumptions were consistent with the 201 1 Ten Year Site Plan updated to include 
details of the scenario requested by the Public Service Commission in August 201 1. The update 
included an adjustment to the forecast load due to the Commission's July ruling on DSM goals as well 
as an update of the anticipated return date for Crystal River Unit 3 to November 2014. 
Fuel prices used were those associated with the 201 1 Ten Year Site Plan (October 2010). 

Resource Plan 
Because the variation in unit output between the two cases was minimal, no changes in the base 
resource plan were considered in this analysis. 

Alternative: Emissions Controls 
A conceptual design for compliance with the MATS was prepared in 2010. This design was not 
updated to the specific requirements of the proposed rule released in March 201 1. PGN anticipates 
that the total cost of the controls that would be required to achieve compliance will be greater than 
those initially estimated and the costs used here. To this extent, the analysis is conservative relative to 
the advantages of the gas conversion project. 
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The proposed emissions control alternative includes three compliance elements: Low NOx Burners, 
ESP for particulate and metals control, and SO2 reduction via fuel switching. 

The alternative of installing the low-NOx burners and the ESP had an estimated cost of $91.7 million. 
This value has been used in this analysis. PGN recognizes, however, that this estimate was a 
preliminary estimate prepared primarily from industry data and was not prepared based on site 
specific preliminary engineering. While industry data may be conservative, typically estimates of this 
type are lower than the more definitive estimates prepared after engineering. 

In discussion with ESS and NGPP, PGN determined that the two available alternate approaches for 
SO2 control would be construction of a dry scrubber or fuel switching. Fuel switching to an ultra-low 
sulfur fuel would appear to be the preferred alternative. A cost for this fuel has not been provided, 
and is not included in this analysis. 

The potential need for additional controls to meet as promulgated metals or acid gas emissions limits 
in the absence of a scrubber, e.g. sorbent injection, was not considered. 

Unit Performance 
For each case, the units' heat rates were modeled based on the recalculated heat rates prepared in 
October 201 1. These heat rates were given for oil, gas, and blended operation. The blended operation 
values were used for the continuation (emissions control) case, and gas fired values for the conversion 
cases. 

The analysis did consider an estimated efficiency improvement due to the discontinuation of auxiliary 
loads required for heavy oil operation in the gas conversion case. 

As discussed above, no performance impact of the addition of emissions controls was modeled. 

Period of Analvsis 
The analysis is based on the current project schedule calling for conversion of Unit 1 in service June 
2013 and Unit 2 in service December 2013. 

The results shown are for an analysis covering the period 2013 through 2018 (all values shown in 
2012 dollars. This period was selected because beyond 2018, alternate potential resource plans (e.g. 
additional resources required in the alternate case requiring retirement of Crystal River 1 & 2, and 
alternate cases for varying levels of Levy ownership) would result in a large number of potential 
scenarios for consideration. In the gas conversion case, fuel and emissions benefits continue to be 
realized in the years beyond 2018. The project will be required for compliance no later than the 
MATS compliance date (anticipated to be 1'' quarter of 2015) and provides fuel benefits in the years 
prior to the final compliance date. 

Differential Cumulative Present Value of Revenue Requirements (CPVRR) for the capital costs cover 
the complete capital revenue requirements for each alternative (Le. the costs are not truncated in 
2018). 

Financial Assumptions 
Consistent with the 201 1 Ten Year Site Plan (TYSP), the 2010 average cost of capital was used to 
discount future costs and benefits. Projects were considered to carry a 20 year life for tax purposes 
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and a 13 year life for book purposes (consistent with the 2024 Anclote retirement currently shown in 
the depreciation schedules filed with the FPSC) 

Fuel Considerations 
An incremental 40,000 Dt/day fixed gas transportation requirement for Anclote was used as the base - 
case, priced at an estimated daily demand rate-of $1.25 pe; Dtlday based on current indications. 
While the 40,000 Dt/day value is consistent with fuels modeling for Anclote incremental usage, some 
of the Anclote generation comes at the expense of other units to which we currently supply natural 
gas, and as a result, the actual portfolio requirement may vary. 

Fuels provided an alternate scenario price based on lower cost and lower total quantity of 
transportation required. This would result in an additional savings of approximately $1 1.2 (NPV 
2012$) over the period of study in the gas conversion case. 

Two options were considered for the removal of fuel oil remaining in inventory following the 
conversion to gas operation, with removal (by truck) and sale of the excess inventory or burning the 
excess inventory out of economic operation. The estimated cost for the removal and sale was less 
than the expected cost of out of economic consumption and was used in this analysis. 

Exclusions 
No changes were made in the base O&M costs for unit operations. In the gas conversion case, no 
specific savings were assumed related to O&M costs associated with operating and maintaining the 
fuel oil supply system. In the emissions control case, no additional O&M costs were assumed for the 
operation of the emissions control equipment. 

In addition, no costs or savings were attributed to the potential closure of the oil pipeline as this will 
be considered as part of a separate project. 

8) Organization 
With converting to full load gas on both Anclote units no organizational changes for Anclote are 
anticipated. The conversion will impact the Bartow to Anclote pipeline organization once the second 
unit at Anclote is converted and the pipeline is retired. 

9) Contract & Procurement Strategy -. 

New Generation 
The contractins and Drocurement strategy has been develoDed to mitinate overall risks to the project -. - - -  Y 

with particular focus on preliminary engineering, long lead equipmentlmaterials, and the outage 
schedule. To better define the scope of work, initial study evaluation scope has been released to a 

. qualified engineering firm to develop technical specifications and list of studies and to a qualified 
boiler inspection firm to evaluate the current boiler condition. Th’ese initial evaluations should help 
mitigate cost and schedule risk to the project. 

Following completion of these relatively small initial study evaluations, the boiler modification 
engineering (“Phase 1”) and boiler pressure part supply (“Phase 2”) wascompetitively bid to major 
boiler original equipment manufacturers (OEMs) in late 201 1. The boiler modification engineering 
(Phase 1) includes thermal design, emissions estimates, control evaluation, detailed boiler condition 
assessment and analysis, demolition plan, and planning for technical field advisor support. The boiler 
pressure part supply (Phase 2) includes boiler tubes, headers, valves, burners, burner management 
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I 

system, platforms, grating, and other related equipmenUmaterials. Phase 1 and Phase 2 were bid at the 
same time and Phase 1 =warded in January 2012to allow Phase 2 wnne tn he refind thmmt-h tho 

P I  
ba 
6 
17 

1 addition to the Phase 1 and Phase 2 scope discussed above, scopes for balance-of-plant engineering 
and installatioddemolition work will be competitively bid. These packages will be bid following 
completion of the initial engineering study and Phase 1 engineering. A request for information for 
balance-of-plant engineering was issued to several qualified engineering firms in March 2012. The 
boiler pressure parts supply (Phase 2) has been bid separately from the installatioddemolition scope 
to maintain the integrity of multiple OEM bidders for pressure parts (i.e., not to disqualify those 
without instalVdemo capabilities) and to allow time for the installat 

9 
9- 
LU 

Fuels 
FGT and PEF will execute .. a u  ent 

1 i i  

14 

10) Change in Inventory Detail - 
The disposition of the remaining fuel oil will be addressed in a separate project. A plan to disposition 
is currently being addressed by the Anclote Plant operations group. 

Currently, there will be approximately $400K written off in oil parts inventory. Inventory associated 
with making the units 100% will be approximately $300K 

11) Regulatory Requirements 
' The EPA issued the proposed Air Toxics Rule (MATS Rule) on March 16,201 1 which was published 

to the Federal Register on June 21,201 1 .  The final rule was released on December 21,201 1. 
In March 2006, Progress Energy Florida (PEF) filed with the Florida Public Service Commission 
(FPSC) its Integrated Clean AG Compliance Plan, which outlined a variety of options for compliance 
with the CAIR (Clean Air Interstate Rule); as well as the Clean Air Mercury Rule (CAMR). As 
proposed in that plan, PEF recommended Plan D, which included the environmental controls for CR 
North. In November 2006, the FPSC approved recovery of prudently incurred CAIWCAMR costs for 
2006 and 2007 through the Environmental Cost Recovery Clause (ECRC). 
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Progress Energy Florida filed updates to the Integrated Clean Air Compliance Plan with the Florida 
Public Service Commission in 2007,2008,2009,2010 and 201 1. In 201 1 PEF requested certain 
limited costs for ECRC recovery associated with assessing the proposed MATS Rule, preparing 
comments for EPA, and developing compliance strategies within aggressive regulatory timeframes. 
These costs were approved for recovery and the Commission is aware that upon issuance of the EGU 
MATS rule, PEF will conduct detailed engineering and other analyses to develop compliance 
strategies for inclusion in an updated Integrated Clean Air Compliance Plan. 

REGULATORY FILINGS 

Upon SMC approval of the proposed Anclote MATS compliance plan, PEF will file testimony with 
the Commission describing the project and outlining at a minimum the compliance options considered 
and why the gas conversion is in the best interests of the ratepayer. PEF anticipates filing as soon 
after management approval of the plan as reasonably possible. PEF will also be required to address 
MATS implications in our Integrated Clean Air Compliance Plan in the annual update typically filed 
in early April. 

RECOVERY MECHANISM 

Progress Energy Florida is allowed to submit the costs to the Florida PSC for recovery under Florida 
Statute $366.8255 Environmental Cost Recovery Clause (ECRC), as long as the following criteria are 
met: 

Costs were prudently incurred after April 13, 1993. 

The activity is legally required to comply with a governmentally imposed environmental regulation 
enacted, became effective, or whose effect was triggered after the company’s last test year upon which 
rates are based. 

Costs are not recovered through some other cost recovery mechanism or through base rates. 

Under the ECRC, PEF begins to recover the cost of the project when the project goes into service. 
PEF is allowed to begin recovering AFUDC that it has accrued upon the project being placed in 
service. The PEF regulatory planning function provides internal guidance and recommendations on 
submissions for potential recovery. The fmal determination of the costs that will be recoverable 
through the ECRC is determined by the PSC. 
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12) External Relations Plan - 
External Relations 

The overall external relations plan focuses on leveraging public support for the project through 
stakeholder communications, monitoring and addressing areas of opposition, and working with plant 
neighbors to keep them informed and address concerns. There is no known opposition to plant 
conversion at this time. The project is expected to gamer support from within the Pasco County from 
local officials , key leaders and property owners based on the conversion from oil to gas. 

A comprehensive stakeholder analysis will be maintained in order to anticipate issues that would 
hinder project execution and to develop specific plans to mitigate those issues working with Corporate 
Communications and plant personnel. Weekly updates of public relations initiatives will continue 
throughout the project planning and construction phases. Risk analysis and cost allocation for 
execution of the public relations plan will be updated as needed throughout the process. 

Below provides various strategies for the external relations activities to support the Anclote 
conversion project. 

Develop stakeholder list and contact information to include 
Agencies - state/local 
State Legislators - representing plant area 
Local Elected officials (city/county), county staff 
Key community leaders and groups 
Property owners 
HOA or civic associations for neighboring communities 
Environmental and special interest groups 
Anclote park visitorshoaters 
Pasco Economic Development Council 
Pasco County School board for any schools within TBD proximity of the plant. 
FPCPE Retirees 

Conduct outreach based on project plan and schedule 

Prior to any external communications, permitting, or other external interactions with 
media, local government or agencies, it will be necessary to develop a plan for initial 
communications to city/county, agencies, other key stakeholders: 

notification 
briefing on project details 
delivery of key messaging 

Provide support and coordination to project team for permitting and approval processes 
required by local government and agencies. Utilize existing contacts to facilitate agency 
coordination and approval. 

build support for the project 

Develop plan and communications for impacted property owners and property owners in 
plant area. 

Timeline for the project 
Messaging regarding benefits and potential impacts 
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What property owners can expect 
How to reach PE for issues and concerns - establish toll free#, email 

Primary Contact 

Communicate any plan or schedule changes to local officials, agencies and key 
stakeholders throughout the project 

As appropriate, employees and retirees will be briefed on the project 

Role 

Communications and Media Relations 

Press release 

Messaging for state and local audiences -key messages, Q&A, external stakeholders handout 
Internal messaging for employees - “When Neighbors Ask” 

13) Internal Stakeholders- 

Joel Moran 

~~ ~ 

Stakeholder 
Project sponsor 

matters after initial project approval and 
during construction. 
Primary responsibility for planning, 
organizing, and managing resources to 
bring about the successful completion of 
project goals and objectives. Has ultimate 
responsibility for the project with a 

Project manager 

Bill Luke 

Michael Shrader 

Glenn Alex 

Brooks Strickler 

Joe McCallister 

Gail Simpson 

Asset owner 
L 

information. Receives final commissioned 
asset from the construction organization. 
Provides insight into post-project 
implementation costs, benefits, and 
concerns. 

Provides input to environmental and 
permitting issues and concerns as they 
arise. 
Provides input on regulatory issues and 
concerns as they arise. 
Provides contracting and procurement 
services for the new generation portion of 
the project. 
Provides input regarding fuel procurement 
and delivery. 
Works with the community to respond to 
issues and concerns raised by the public. 

Operations 

Environmental 

Regulatory 

Supply Chain 

Fuels 

Community Relations 

Internal Stakeholders 

I primary focus on new gencration. 
1 Provides insight to site soecific Rill Luke 
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14) Next Steps- 
The following milestone meetings will provide Senior Management with updates on the project 
and the opportunity to defer, stop, or otherwise change the project direction as needed: 

Next Steps 

March 2013 

Date I Milestone - Request 
March 2012 1 To move into the next phase of commitments. Specifically securing 

equipment and signingthe gas contract. 
Go Build IPP - I Further updures IO he derermined as rhr project develops -. I 
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Estimate Review Summary Form 
Antlots Boiler Gas Conversion 

Desviption: This estimate covers the scape to wnvert Anclote U1 and U2 from fuel oil to fuel gas. Unit 1 is in-seNice in the Spring of 2013 and Unit 2 follows in 
Ihe Fall Of 2013. 

Estimate Requested by: Resource Planning Estimate I: 190.4 Award Date: 1-Jan-13 

Estlmate Preparation Date: 16-Mar-12 Plant: Anclote Cnst Mob Date: I-Jan-13 

Commercial Op Date: 31.D~-13 Estimated by: Mocdy Type of Contract: Firm Price 

Estlmata Purpose Notes 
As a limited amount of engineering has been wmpiete and no 

quotes have been received for the materials or construction. this 
estimate should not be used to establish the pmiect baseline. 

Determination of Feasibility 

Estimate Basis: Notes Estimate Class (AACE): 
Tsdlnology idmilred. Site Ideomd. P ~ l i m  
en.ineetin. mi mmo1ete. 

Major Assumptions I Clarifications: 

1. No s$r\ifant engineering has been performed and site specific 12. The impact on the relocation of any underground utilities or Omei interferences is 
:haacteristics have not been fully analwed undetermined. NO allowance is included for the relocation of Underground utilities or 
2. Bath units are wnverled under a single lump sum construction wntract other underground mitigations. 
mder a single rnobilizatior with separate InService dates. 13. Chemical cleaning of the SH tubes (if required) is performed by the vendor prior to 
3. Includes the wSt of upgrades to the M8R Station. shipment. 
1. Includes the gas line from the M&R station to the units. 14. Hydro cleaning of the SH tubes is not required During starlup, screens are used to 
5 .  Includes the OCS uwrades for the burner scope only. catch any debris betare entering the STG. 
3. BMS is 2003 vintage, includes a BMS Logic Review (Outside) and 15. The new fuel gas burners will be installed at different elevations than where the 
ntemal Programming. existing fuel oil burners are currently located. 
7. Excludes Flue Gas Reululation for NOX control purposes. 16. AFUDC is allowable. The threshold fat AFUDC at the time afthe estimate is 
3. Includes flushing and demolition of me existing fuel oil supply and return 566.SM. 
oiping from the existing fuel oil burners to me fuel oil booster hOUSe. 17. Exdudes any fan work (FD Fans only - not balanced dran). 
3 .  Excludes demolition of any fuel oil infastnrcture fmm end including the 18. Excludes the remediation and disposal of hamdous waste such as contaminated 
Fuel Oil Booster pumps, Fuel Oil Storage Tanks, Fuel Oil transmission line soil. 
3nd a s d a t e d  infrastmdure such as heat traclng. 19. Includes disposal of the demolished pipe in a hazardous materials landfill. 
I O .  Excludes modifications to the existing gas burners EXCEPT fw 20. The Plant will wrnwe ail #S Fuel Oil Alarms and Light Oil Alarms from the DCS. 
:hanging the existing light oil igniters to gas igniterr. They MI1 determinate the #S Fuel Oil field points and Light Oil field points no longer 
11. This estimate assumes that the units will be converted to 100% gas; used in the Bailey Panel as well. The labor for this is included in the PGN Stafflng Plan. 
m-fiting is excluded. 21. Excludes NERC-CIP Requirmnts. 

Estimate Breakdown Min X Max % Mln s's Most Likely t's Max I's 

Class 4- Study Feasibilii 

EPC Contract Costs -25% 20% 20,841.647 $ 27,786,863 $ 33,346.636 
Progress Energy Provided Procurement Costs -25% 20% 5 23,055.568 5 30,740,757 5 36,888.909 
Progress Energy Labor Casts -15% 20% 5 1,752,523 5 2,061,792 5 2,474,150 
Pmgress Energy indirect Material Costs -25% 25% a 2.648.889 $ 3,531,852 $ 4,414,815 
Totel Project Cost Validity Range I 48,298,627 I 64,123.264 I 77,124,509 
Progress Energy Contingency - Estimate Uncertainty 5 - 5  5,666,079 5 
Progress Energy Contingency - Risk Register a - I  3,400,000 5 3,400.0W 
Progress Energy Escalation 5 - 5  915,222 5 

Total (Project View) 

Total Fin View Adder - 55% PGN Labor 
Financial View Total 

Estimated AFUDC 
Grand T m l  (Fin YIBW) including AFUDC 

Department Review 8 Approval 
Technical: 

5 624.247 5 734.409 5 918.011 

5 - 5  4,145,109 5 5,800,000 

5 48,922,874 5 78,984,883 5 87,242,520 

Management: 

Commercial: 

Name oals 204 Mom" Dstc 

T.rnC0mcl nae 
Construction I Procurement I Other: 
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