Proposed Injection Wells PSC_IW1, PSC IW2, and PSC_IW3
Financial Assurance for Polk County Carbon Storage Complex

3 FINANCIAL ASSURANCE DEMONSTRATION
40 CFR 146.85

POLK CARBON STORAGE COMPLEX (PCSC)

Facility Information

Facility Operator: Tampa Electric Company (TEC)

Facility Contact:

Project Site Name:  Polk Carbon Storage Complex (PCSC)
Project Location: Polk County, Florida

Injection Well Name and Coordinates:

Well Name Latitude Longitude
PSC IW1
PSC IW2
PSC IW3
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3.1. Financial Assurance Demonstration

Under 40 CFR 146.85, owners or operators of Geologic Sequestration (GS) wells are required to
demonstrate financial responsibility for GS activities.

! For the reasons discussed in Appendix A, TEC, as a regulated utility, is unable to comport with the working capital
coverage criteria suggested as part of EPA’s Geologic Sequestration of Carbon Dioxide: Underground Injection
Control (UIC) Program Class VI Financial Responsibility Guidance. July 2011. EPA 816-R-11-005.
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Table 3-1 Financial Coverage and Threshold Criteria for TEC, as operator of the Polk
Carbon Storage Complex
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Consistent with the EPA’s July 2011 guidance, TEC provides this demonstration of financial
responsibility with the understanding that the financial instrument(s) referenced herein will be
updated and verified no less than annually. As each GS activity phase is initiated, TEC will
confirm that the coverage limits provided by the respective financial responsibility instrument(s)
are sufficient to cover the corresponding costs prior to initiating the Project phase.

3.2. Estimated Coverage Amounts

This total cost estimate assumes the

hiring of independent, third-party contractors to perform the required activities for each phase of

Specifically, per 40 CFR 146.85(a)(2), the estimated financial assurance coverage values are
separated into the following phases:?

1. Corrective Action:
il. Well Plugging:
1il. Post-Injection Site Care: _
iv. Site Closure:

V. Emergency and Remedial Response: _

Table 3-2 summarizes the total estimated cost of performing each GS activity, along with the
timeline for which financial assurance coverage is expected to be needed. The values included in
this demonstration are based on cost estimates developed as part of the permit application process,
and as stated above, assume the hiring of third-party contractors to perform the services or to
procure the goods associated with the performance of each GS activity.

These values are subject to change during the life of the project in response to inflation and/or
changes in the nature of the covered activities. Per 40 CFR 146.85(c), during the active life of the
project, TEC will adjust its cost estimates for inflation within 60 days prior to the anniversary date
of the approved financial assurance instrument. In addition, TEC will provide to the UIC Program
Director written update of any adjustment(s) to the cost estimate within 60 days of any
amendments to the AoR and Corrective Action Plan (per 40 CFR 146.84), the injection well
plugging plan (per 40 CFR 146.92), the PISC and Site Closure plan (per 40 CFR 146.93), and the
Emergency and Remedial Response Plan (ERRP) (per 40 CFR 146.94).

2 Assumes permit approval in 2026, injection begins in 2031, and 31 years of injection.
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Table 3-2 Summary of Estimated Financial Assurance Coverage Values by GS Activity

GS Activity Timeline of Coverage Estimated Financial Assurance Coverage
Value (2024 USD

Corrective Action

Well Plugging?®

Post-Injection Site Care and Site
Closure

Emergency and Remedial Response
Total

Note: See Section 02, AoR and Corrective Action Plan; Section 07, Testing and Monitoring Plan; Section 08,
Injection Well Plugging and Abandonment Plan; Section 09 PISC and Site Closure Plan; and Section 10,
Emergency and Remedial Response Plan for additional detail and the supporting bases for the financial assurance
coverage values summarized in this table.

TEC will adjust the value of its financial assurance instruments in response to any changes in cost
estimates and will resubmit a revised demonstration of financial responsibility to the UIC Program
Director or its designee for review and approval. TEC will not adjust any previously approved,
established coverage value of any financial assurance instrument without prior approval from the
UIC Program Director, or their designee.

The sections that follow further summarize financial assurance coverage values for each GS
activity.

3.2.1 Corrective Action

Per 40 CFR 146.84, TEC has examined all the wells (oil and gas, saltwater disposal, wastewater
mnjection) within the surface area of the Polk Carbon Storage Complex (see Section 2.4 of the AoR
and Corrective Action Plan). Based on its assessment, at present, TEC has determined that there
are no wells in the proposed project area of review (AoR) that penetrate the storage complex. At
this time, TEC does not anticipate an immediate need for corrective action, and therefore, 1s not
proposing financial assurance for this GS Activity.

As discussed in Section 2.5 of the AoR and Corrective Action Plan, the project’s AoR will be
, and then again every five (5) years thereafter.

re-evaluated

Should circumstances change, and corrective action become
necessary based on these re-evaluations, TEC will immediately notify the UIC Program Director,
and seek approval to amend its financial assurance coverages to reflect the need for corrective
action.

3 Financial responsibility coverages for well plugging reflect the current estimated cost for plugging the three injection
wells and 12 monitoring wells related to the project.
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Per 40 CFR 146.84(a)(5)(11), this financial responsibility demonstration will be updated annually
to account for any changes in expected financial coverage values and to confirm that the financial
mnstrument(s) then in place remain adequate for use.

3.2.2 Well Plugging

In estimating its financial responsibility coverage values for injection well plugging, TEC assumes
that all injection wells will be used as in-zone monitoring wells to inform post-injection site care.
Upon completion of post-injection site care, TEC will proceed with plugging and abandonment
(P&A) of these wells. . The total current cost estimate
of this activity -- conversion of the injection wells to in-zone monitoring wells post-injection and

subsequent P&A of these wells _ based on independent, third-party

engineering data.

A detailed plan for this conversion, and subsequent P&A, is discussed in Section 9.7 of the Post-
Injection Site Care and Site Closure Plan. In keeping with the requirements of this plan, as
shown in Table 3-3, the estimated financial assurance coverage value for well plugging includes
costs for a workover rig, mobilization, technical services to support well testing, cement, and
workstring tubulars. In addition, expenses relating to personnel and equipment have been
accounted for in these estimates.

Table 3-3 Summary of Estimated Well Plugging Costs Underpinning Financial
Assurance Coverages

GS Activity Estimated Financial Assurance | Total (2024 USD)
Coverage Value

Injection Well Conversion (3 Wells)
PSC _IW1 Plugging and Abandonment
PSC_IW?2 Plugging and Abandonment
PSC_IW3 Plugging and Abandonment
In Zone Monitoring Well Plugging and
Abandonment (3 Wells)

Above Zone Monitoring Well Plugging
and Abandonment (2 Wells)
Groundwater Monitoring Well Plugging
and Abandonment (7 Wells)

Total

3.2.3 Post-Injection Site Care (PISC) and Site Closure Plan

The PISC and Site Closure Plan has been designed to meet the requirements of 40 CFR 146.93.
The estimated financial assurance coverage value for this GS activity includes the cost categories
summarized in Table 3-4, while the plan itself is discussed in Section 9.4 of the Post-Injection
Site Care and Site Closure Plan.
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3.2.4 Post-Injection Site Care

A detailed plan for PISC is discussed in Section 9.4 of the Post Injection Site Care and Site
Closure Plan. In keeping with the requirements of this plan, as shown in Table 3-4, the estimated
financial assurance coverage value for PISC includes costs for any well maintenance and/or
upkeep, external mechanical integrity testing, groundwater quality and geochemistry monitoring,
and direct pressure front and indirect plume tracking including surface seismic scanning. Every
five years during the post-injection phase of the project, monitoring data will be incorporated into
computational models and the AoR and monitoring plan will be reviewed and updated, if needed,
based on modeling results.

3.2.5 Site Closure

Site closure will occur when the UIC Program Director has released TEC from its PISC-related
obligations, and TEC’s demonstration of USDW non-endangerment has been approved. Presently,
—. The estimated financial assurance coverage value
for Site Closure 1s summarized in Table 3-4 and reflects the expected amount to decommission
and close the storage complex.

The bases for these estimated financial assurance coverage values, including expenses related to
personnel and equipment, are discussed in detail in Section 9.4 of the Post Injection Site Care
and Site Closure Plan.

Table 3-4 Summary of Estimated PISC and Site Closure Costs Underpinning Financial
Assurance Coverages

GS Activity Estimated Financial
Assurance Coverage Value

Post-Injection Site Care

Site Closure
Total

3.2.6 Emergency and Remedial Response

For purposes of deriving a financial responsibility coverage estimate for Emergency and Remedial
Response (ERRP), TEC relies on a Monte Carlo simulation methodology to assess events at the
project site that may result in a loss of containment that would require emergency and remedial
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response. As part of the simulation exercise, risk events that could potential result in

endangerment of a USDW were aligned with associated remediation costs to derive a current cost
estimate. Risk-based event activities included in the ERRP cost simulation include consequences
arising from events that could result in well leakages, rapid and slow leakages through caprock,
releases through existing or induced faults, and pipeline releases. Specific focus is placed on
consequential endangerment of USDWs and associated emergency and remedial actions.

The simulation exercise, and associated cost estimates, were completed by an independent, third-
party firm. The details of TEC’s cost analysis for ERRP, including all cost bases, are included in
TEC’s Section 10.4 of the Emergency and Remedial Response Plan. At this time, TEC believes
these estimates to be reasonable and appropriately conservative for emergency and remedial
response actions involving possible risk-based event activities at the Polk Carbon Storage

Complex. In keeping with these assumptions, and as shown in Table 3-5, the maximum per
occurrence cost estimate across 50,000 trials

Table 3-5 Summary Emergency and Remedial Response Cost Estimation Trials, where
n = 50,000 trials

Average

5% Percentile

95% Percentile

99 Percentile

Minimum

Maximum

Total (per occurrence maximum)

The values included in this financial assurance demonstration are based on cost estimates
developed as part of the permit application development process; they are based on the hiring of
third-party contractors to perform the services or to procure the goods associated with the
performance of each GS activity. These values are subject to change during the course of the

4 A similar approach informed the ERRP coverage estimates for the Class VI permits in North Dakota, including for
example, Dakota Gasification Company (Case No. 29450). Red Trail Energy. LLC (Case No. 28848) and Blue Flint
Sequester Company, LLC (Case No.: 29888). See Trabucchi, C., Donlan, M., Sprit, V., Friedman, S. and Esposito,
R., 2014, ‘Application of a Risk-Based Probabilistic Model (CCSvt Model) to Value Potential Risks Arising from
Carbon Capture and Storage’, Energy Procedia 63 (2014) 7608-7618,
https://www.sciencedirect.com/science/article/pii/S1876610214026101 . See also Trabucchi, C., Donlan, M. and
Wade. S., 2010 ‘A Multi-Disciplinary Framework to Monetize Financial Consequences Arising from CCS Projects
and Motivate Effective Financial Responsibility’, International Journal of Greenhouse Gas Control 4 (2010) 388-395,
https://www.sciencedirect.com/science/article/abs/pii/S1750583609001108 . See also Trabucchi, C., Donlan, M.,
Huguenin, M, Konopka. M., Bolthrunis, S., 2012, Valuation of Potential Risks Arising from a Model, Commercial-
Scale CCS Project Site: Prepared for GCCSI and the CCS Valuation Sponsor Group, June 1, 2012,
https://www.globalccsinstitute.com/archive/hub/publications/40831/iec2012valuationofpotentialrisks.pdf .
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project to account for inflation of costs and changes to the project that may affect the cost of
covered activities. Per 40 CFR 146.85(c), TEC will adjust the coverage value of its financial
assurance instruments in response to any changes in cost estimates. All adjustments will be
submitted for prior approval by EPA, and prior to any adjustment to the coverage amounts of the
financial responsibility instrument(s) supporting the Polk Carbon Storage Complex.
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3.5. Appendix C: Independently Audited Financial Statements for TEC
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