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A Yes, I do. 

Q Now, are these -- when I look at these numbers, 

I see some differences in the numbers, and my questions 

now are going to be why are there some differences in 

those numbers. 

A Okay. 

Q For instance, if you look at Page 1 of 2, EPC 

payments in the column under 2011, you have 

but -~ 

A Show me where you are again. I'm sorry. EPC 

payments. Okay. 

Q And that's , and then on the next 

page, you have under the partial suspension scenario, 

you have 

A Uh-huh. 

K# Q And why is there almost a I!& 

difference? 

A That's correct; there is a difference. So 

maybe to clarify what these two documents are and when 

they were prepare'cl, that may help and explain -- 

Q Okay. 

A -- because there is other differences -- 

Q Right. I was going through -- 

A -- on th'ese two tables, as you can clearly see. 

So maybe I can help, just to sort of streamline this 
nnri .*l .. . . , . I ' y ;\r F: - r AT F 
i 'L c. I .- . 
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Q Okay. And the cancellation costs post-COL was 

-- in January of 2011 and the other one was March, so 

there was a two-month time difference between the 

preparation of these charts? 

A Yeah, it would probably be more like three 

months, because this was prepared late in 2010 as we 

were getting ready to go to the SMC in January. 

Q Okay. 

A This, being Page 1 of 2 of the exhibit. 

Q Okay. So then, for instance, same column, 

2011, you have the long-lead payments and WEC, which is 

Westinghouse Electric Corporation? 

A That's correct. 

Q WEC support, you have for j , and here 

you have approximately @ .I, and that's the 

difference -- 

A And those numbers are classified, so let's just 

be clear about that. 

Q Okay. Certainly. 

A Yeah. 

Q And then it looks like everything on this chart 

is all classified, except for the titles and the topics. 

A Yeah. So if your question -- is your question 

why are those changed? 

Q I mean, all of the ones that have changed, is 
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expenditures in 2011 and moved some of those resumption 

costs into 2013. So you see, in general, the '11 

numbers go down from what they were in January and the 

2013 numbers, in general, go up. 

Q And those negotiations with Westinghouse or the 

long-lead providers, those would predominantly be the 

EPC payments, the long-lead payments and the long-lead 

PO disposition costs, correct? 

A That's correct. 

Q Whereas, Transmission, those costs are 

different, but that would not necessarily be -- have to 

do with your negotiations with Westinghouse or the 

long-lead contractors; is that correct? 

A That is correct. 

Q Okay. Now, why did those costs change from 

2011? I mean, it's 1, but it's still a cost 

difference. 

A Would you please explain those costs, which 

ones you're looking at now? 

Q The transmission costs for 2011 on the 

post-COLA in the :partial suspension document. 

A The chanmqe from the number that you, the 3 -- 

THE WITN'ESS: Well, we can talk classified 

numbers in this, right? 

MR. WALLS: Yeah, that's fine. 
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THE WITNESS: So I admit, this makes it easier. 

All right. So the change from the to 

in 2011 for transmission is a result of where we 

were able to go in terms of strategic land 

acquisition in the right-of-way. 

We had provided in the early planning to spend 

approximately E .  By the time we went to our 

Senior Management Committee with the approved 

program of record that is reflected on Page 2, we 

recognize that that would probably come in closer to 

in terms of actual expenditures this 

year. 

BY MR. SAYLER: 

Q All right. And moving over to the 2013 column, 

on both of those -- 

A Yeah. 

Q _ _  2013 on post-COLA shows only in 

transmission. Is that still related to Levy or is that 

related to other projects that Progress has going on? 

A Well, let me answer that in a couple of parts. 

First off, all transmission on any of these slides and 

any of these briefs is directly related to Levy. 

So the only transmission we talked about here 

is transmission that we are constructing, only because 

of the fact that we're moving forward with the Levy 
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project. So that's first. 

Second, why are the numbers different between 

2013 on the -- on Page 1 and the number you see on Page 

? That really is a i 
2, so the 81 

reflection of the assumptions you make in Page 1. 

So in January, we assumed that we would receive 

a COLA sometime in the second quarter of 2013. And we 

assumed that we would continue moving forward with the 

project to the point where we got that COLA, and then to 

be consistent with how we did this last year, i f ,  at 

that point, for some reason, we then had to cancel the 

project, we anticipated that we would have spent 

probably by that point another j ~ in 2013. 

By comparison, the project that continues to go 

forward and the program of record that is reflected on 

Page 2, there would be a substantial ramp-up in 

transmission work that would begin later in the second 

half of 2013 to prepare that system that's necessary to 

be in place by the time the plant goes in service in 

2021. 

Q Okay. 

A So it's really a -- sort of a timing of when 

transmission work starts in 2013. 

Q Okay. It seems like a reasonable explanation. 

For partial suspension, you had gotten your COL, C-0-L, 
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and you're essentially moving forward or full steam 

ahead on the project, and that's why you would spend 

on trans ~~ or. on transmission 

in 2013. 

A I didn't -- I didn't -- is that a question? I 

didn't understand the -- 

Q It was -- the explanation for 2013, under the 

partial suspension, that you're spending quite a few 

dollars, assumes, to me, that at that point in time you 

are planning to go forward with the project with the 

in-service dates in 2021 and '22; is that correct. I'm 

just summarizing. 

A Well, let me ~~ I don't know 

characterizes it right. Let me try it 

stepping back a little bit, maybe up a 

Q Please, I'm new to NCRC. 

f that 

this way: So 

higher level -- 

A No, I understand. So that's -- and that's 

okay. I'm more than happy to walk you through all the 

details here, and that's part of why we're here; we want 

to make sure you understand exactly what we're trying to 

do with this project. 

So we have a project plan end-of-schedule that 

was developed as part of the decision made last year to 

continue on a slower pace as part of this long-term 

partial suspension. 
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That schedule moves us from where we are today 

all the way through the 2021 in-service for the first 

unit and the second unit in service 18 months later. 

That schedule requires us to do certain 

activities at certain points of time. It's integrated; 

it's linked. It has a critical path. 

The work that you see here for transmission in 

2013, to the tune of B&%i ,iliii*i': , is consistent with that 

schedule and the work that has to occur in order to stay 

on track for 2021 in-service. 

Q Okay. For my benefit, about how long does it 

take to do these major transmission upgrades, in the 

sense that you've received your COL in 2013 and then 

you're planning to bring the plant in service, and there 

is, according to the IPP chart, you're not planning to 

really pour concrete until four years after the receipt 

of the COL? 

So why do you need to spend in 2013 

for a project you're not pouring concrete for, for four 

years later, for an in-service date of, you know -- YOU 

know, four or five years later after that? 

A Well, the fact -- so let me go back. I want to 

go to the reference -- 

Q Sure. 

A -- that you brought up. Let's go to the 
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~~ 

Integrated Project Plan -- 

Q Absolutely. 

A -- on March 29, 2011, because I think it will 

help to look at what is a simplified version of the 

schedule, in that -- and that may facilitate answering 

that question. So if you go to -- 

Q And that was the schedule I was referring to, 

Page 9 of -- 

A Yeah. So if you go to Page 9 of the May 29, 

2011 IPP -- and I don't know if the folks one the phone 

need the production-of-documents' number, but I'll leave 

that to you guys for them to ask if they need it -- but 

if you look at Page 9, what you see in the bottom three 

sections, three bars there, is a simplified version of 

what is a much more detailed schedule for this section 

of the work that's required for the Levy program. 

And you'll see it consists of three major 

blocks of work. The transmission study is to evaluate 

what changes are needed to the current plan as a result 

of the fact that the in-service date moved from what was 

originally 2016 in-service to a 2021 in-service. 

The transmission EPC RFP and detailed design 

work -- and that is what the majority of that money that 

you see in that that's categorized on the 

Table 2 of the ex:hibit as 2013 costs -- 
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Q So the - _  excuse me -- the transmission EPC RFP 

design work -- 

A Detailed design work. So the way to think 

about that is, is that's the engineering work associated 

with what will ultimately then be the construction 

project -- 

Q Okay. 

A _ _  and the construction project, we think, 

starts in early 2014 and really proceeds until 2020, 

just below the st2rt of the start-up and commissioning 

program for the first unit. 

Q Okay. And still on the IPP, if we turn to Page 

7 and look at linme number 9, which gives the project 

costs associated .with the transmission, that 

is quite small compared to the estimate to complete -- 

or estimate-at-completion numbers for the overall 

transmission? 

A Yes, it is part of that -- of that total 

estimated project costs for the transmission system, as 

it currently stands today. 

Q And where would the transmission -- that 

, where would that fall out in this chart 

here? Would it be line 2, lines -- substation -- I 

mean, where is the design engineering work? 

A Yeah, the design engineering work would be part 
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to cancel at that point. 

So some of these assumptions that are 

articulated at the bottom of that have now changed. For 

example, Assumption No. C -- or letter C, long-lead 

material disposition costs beginning with 2010 projected 

costs include payments for continuation of 

using the most recent un-negotiated 

WEC information. 

Well that has changed. In fact, we are not 

canceling a lot of the materials that we thought we 

would have to when we put this material together last 

year. 

We have .been successful since then in 

negotiating suspensions for a lot of the equipment we 

thought we would 'have to cancel. 

So that dramatically changes the near-term 

costs, as well as the overall picture, in the event of 

future cancellatiDn. 

AssumptiDn D, costs include 

assume to be paid or accrued in 2010. 

Again, that's a different set of assumptions 

from where we are today. At this point, we're saying if 
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the COL is received in 2013, then those termination 

provisions are different, and that's articulated in the 

Note 3 of Exhibit JE-8, Page 1. 

Assumpti,Dn F, COLA costs expected to wrap prior 

to year--end 2010 under this scenario. Again, that 

assumption is no longer true. Some COLA costs continue 

in 2012 and 2013, commensurate with our participation in 

things like the A'dvisory Committee on Reactor Safeguards 

hearing, Atomic Safety and Licensing Board hearings, 

etc., the other work that has to go on to move the COLA 

through the standard process. 

And let's see. I think Assumption G, owners 

costs and the assumptions associated with what we would 

do for cancellation of long-lead equipment material, 

again, similar to Assumption C, those would now change 

as you look at a different point in time in a different 

state of the project as it exists today. 

Q Okay. Thank you. 

Referring back to that exhibit that the folks 

on the phone don't have access to, there seems to be 

transmission costs on that exhibit for 2011 and 2012 

going forward of zero dollars, but on the cancellation 

costs post-COL, Exhibit J E - 8 ,  1 of 2, there are -- as 

the former Commissioner would like to say -- definitized 

numbers on there of and 
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Why are there no transmission numbers on 

your exhibit from last year? 

A Let's see. Well, it was an assumption, in 

this, the transmission would be assumed to quickly wind 

down and, to be frank, I would have to go back and look 

at what else was included in that. 

I think the thought was we would not continue 

to proceed with strategic land acquisition under this 

scenario as it was evaluated. 

In fact, what we've assumed this year, to be 

consistent with -- in this case, to be consistent with 

the program of record and consistent with what we're 

showing on Page 1 of 2 of JE-8, we are including a 

continuing transmission land acquisition program that is 

part of preparing the project for the ultimate work that 

we needed to go in service. 

Q Okay. 

A I think that's the only difference. 

Q So the difference, just to sum it up, was for 

2011-2012 costs on your JE-8 exhibit, that's for 

purchase of land, which was not assumed in last year's 

hearing exhibit? 

A That's correct. 

Q Okay. 

A And I think if I can further explain that. As 
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If we canceled at October 2010, what would 

those cancellation costs look like? We also, in my 

rebuttal testimony last year, provided an analysis 

that was -- and this is where I was confused in the 

two things -- 

Q Right. 

A -- I think it was also a result of the 

discussions during my deposition, we also provided 

analysis of what would happen if we had to cancel at 

receipt of the COLA, and that's Exhibit J E - 6 .  

That's what I was thinking of. The JE-6 is the 

better apple-to-apple type comparison to JE-8, Page 1, 

this year. So I misspoke. I was thinking it was a 

late-file exhibit. It was not. It was the JE-6 exhibit 

in my rebuttal testimony of August 3, 2010. 

Q All right. 

A So we're comparing the wrong things. Although, 

the discussion around assumptions is still consistent. 

Q Still -- it's still accurate. 

If you're looking at your JE-6 from your last 

year's rebuttal testimony, you have 1 for 
transmission, but you have in 2013. What's 

the difference in those numbers? And your total numbers 

are quite a bit different, versus 

. Well, you know -- 
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A Well, we're looking at -- again, we're looking 

at -- 

Q Why don't we just focus on the 2012 number? 

A Okay. Yeah, you've got -- well, let's step -- 

can we step back .a second, too -- 

Q Sure. 

A -- because it will make a lot easier, because 

we'll go around and around on this and get both of 

ourselves confusetd. 
##."ax Q I misquoted the wrong number. I said @ ,*, 

and I was quoting from the 2013 column -- 

A Yes, so it's -- 

Q -- where 2012 was 

A Okay. S'D let's talk first about JE-6, which 

was my exhibit as part of the rebuttal testimony last, 

year, because that's -- that's the apples-to-apples 

comparison. 

The top Df that is the cash flows as we 

described for continued partial suspension. That's h at 

we showed in the various briefs last year and the other 

exhibits that were part of both my testimony and 

Mr. Lyash's testi.mony. 

At the bottom, is if a cancellation had 

occurred subsequent to the COLA what the additional 

costs would be an'd then what would be sort of the total 
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three-year view, if you would, for cancellation at that 

point. 

So if you look at the top, plus the incremental 

costs that we list there in 2013, it would be part of 

that cancellation. Again, this was assuming, for this 

exhibit, that we would receive our COLA in late-2012. 

JE-8 then is a similar set of analyses, but 

assuming that the receipt of the COLA is in mid-2013. 

So then you can do sort of apples-to-apples on any line 

here that you want to do. 

Q Okay. But the total number from your last 

year's exhibit is -- 

now the number has decreased to 8 
due to negotiations related to long-lead payments and 

disposition costs, or is it something else? 

A The larg'est portion of that is related to the 

assumptions aroun'd long-lead material purchase order 

dispositions. 

So if you'll look at JE-6 in 2010, there was an 

assumption of a in disposition 

costs. That turn'ed out not to be the case. 

And the :best way to think about that is we've 

got to get our definition right. So disposition costs, 

where we thought ,at the time when we prepared the 

analyses for the SMC and we prepared this exhibit, that 
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we would have to cancel a substantial portion of 

long-lead equipment and then renegotiate'a purchase 

order in the future to support the construction 

schedule. 

That turned out not to be the case. Through 

successful negotiation and through some other changes in 

the market, we were able to -- and we still have one 

item that we have to resolve -- we were able to suspend 

items that we thought we were going to have to cancel. 

So that substantially reduced what were going 

to be those one-time dispositions -- you know, for lack 

of better term, call them breakage fees -- that we 

thought we would need to pay, so that did not 

materialize, and that, in fact, reduces the potential 

cancellation costs, if that were to be required 

post-COLA. 

Q For the 2013 long-lead payments and WEC 

support, that number, @ , does 

that -- that's assuming you're canceling the project. 

Is that kind of the final buyout or the final 

termination fees of those long-lead equipment costs? 

A No. What that is reflecting -- and see, this 

is one of the problems of why this is not exactly apples 

to apples, is, you know, this scenario on Page 1 of JE-8 

is now reflecting what begins to happen in 2013. 
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then you start pi'zking up additional activities that 

begin later in tiine. 

Q For that category, when you talk about 

long-lead payments and WEC support, is there a breakdown 

of how much of th.at @@i 5 is for payments versus 

support, a ballpark? Is it -- 

A I don't 'know off the top of my head, but I will 

speculate, since the WEC support at that point is really 

just some of the -- it's really related to the 

consortium as a w.hole and the activities around site 

engineering. 

I think -- but I've have to confirm -- that 

most of that is associated with the beginning of 

production again for long-lead equipment, but without 

actually pulling 'out the milestone payment schedule and 

plan, I'd have to confirm that. 

Q Okay. S,?ime column, down to ~~ excuse me ~~ 

yeah, same column, 2013, down to other EPC costs of 

i, what )would those be? 
A Those, I think, are an assumption around what 

it would be required to wind down the activities 

associated with t:ne consortium as a whole. 

So, you :know, again, having to make some 

assumptions about what a cancellation negotiation is 

going to look like, you know, we would be required to 
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pay any costs that have been incurred at that point by 

the consortium, and to -- in an orderly and disciplined 

fashion, you know, basically stop the project and make 

whatever payments that were due at that point. 

So that's to reflect that there would be some 

other costs beyon,3. just agreement termination fees that 

we would have to pay to cancel the project. 

Q All right. Then next column over, one line up, 

where it's cancellation costs of for the 

years 2 0 1 4  to 2 0 1 9 ,  that's just estimates of final 

payouts to the long-lead providers? 

A It's an assumption around -- the line you're 

looking at, I think you meant, was long-lead equipment 

final payments? 

Q Yes. 

A And we talked about that just a little while 

ago, but basically the set of assumptions in there, that 

there would be some equipment that we would still have 

obligations continuing into 2 0 1 4 ,  potentially. 

And therms are some assumptions in there about 

what might be reasonable to finish, because it has some 

resale value or t'here is some way to recapture some of 

this. 

We did n'3t include any assumptions in here 

around long-lead 'equipment value recapture or resale, 
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just to be consistent with how we had done it last year, 

but that -- those out-year payments are associated with 

how we see some o.E those potential milestone agreements 

and potentially wanting to finish some items that are 

near completion, to make them resalable in the market. 

Q Well, yoii just touched on my next question, 

which is, did the:;e assumptions assume salvage or resale 

value of the things that were completed or partially 

completed, that you owned, but aren't finished? 

A And the ,answer to that is, no. There is, 

however, within our EPC contract, 

But rather than trying to speculate as how that 

might materialize,, and when it might materialize and how 

it would play out, we did not include that in JE-8, Page 

1 of 2, nor did we include that last year in the exhibit 

that was JE-6 of my rebuttal testimony. 

Q Has -- has there been any analysis by you about 

the salvage value,, separate and apart from this? I 

mean, do you have an idea about how much those items 

would be worth, should they be canceled? 

A Yes, the:ce has been some analysis, and it 

really i.s part of the qualitative review we did ~~ 

excuse me -- for each long-lead equipment component -- 
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A Yes 

of mischarac 

intent is to 

pursue the APlOOO as their predominant technology of 

choice. So there is a substantial amount of work going 

on in China that is utilizing the APlOOO technology. 

Q So there is a potential, down the road, that 

some of these long-lead items that Progress is -- is 

building to completion or suspending -- there's a 

potential -- assu:ming that Progress cancels the project, 

there's a potential market for these items down the road 

in China, for som,e of those long-lead items? 

I rememb'ered from the deposition last year 

there's some variables for either -- some @[!.! issues; 

we're not going t'3 worry about those, though. 

but let me -- because your question sort 

erizmes a little bit. You know, our current 

continue with the project. 

If for m m e  reason we have to cancel that, 

drives t:hat, yes, there are -- there is that 

that some of these long-lead equipment could 

n China, but there's also the potential that 

some of this long-lead equipment could be used for 

subsequent projects in the United States. 

So there's -- you know, I think there's an 

equal -- it's just that -- you're right. There is more 

current construction work in China and potentially more 

applicability there at the moment. 

whatever 

potentia 

be used 
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the scrap metal be of your stuff. 

We weren't wanting to do that, because we 

understand you're in a delicate dance with them, that's 

highly confidential, and yet, you're also kind of in 

another dance her,e before the Florida Public Service 

Commission related to, you know, the reasonableness and 

prudence of the c3sts. 

And I just want to say I understand that. We 

wouldn't want to 'do anything to jeopardize a strong 

bargaining positi~n, as you -- in light of your desire 

to pursue the project. 

A Well, I ,appreciate that. And again, I think 

that -- you know, as I described, I think the best way 

to get some sense of that is just to look at the actual 

cost of these com:ponents and then you can make some 

assumptions about what might happen in a resale market, 

but it really would be very speculative. 

Q Well, I've got, I think, one more question 

along this line, if you'll turn to Page 2 of 2, and if 

you look at 2013 transmission, you have a cost of 

I 
i 

Now, I k.now you had mentioned that's related to 

the design or engineering of the transmission. Are 

those kind of contractually triggered, like, if you were 

to cancel the EPC - or cancel the EPC in early to 



68 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

mid-2013, when you really wouldn't have incurred any of 

the related to the engineering? 

A Yes, but I think -- if I understand your 

question exactly, if you look at the first page of this, 

that's the assumption, and the YW Rlklliil -Enumber that ' s 

reflected in 2013 for transmission, is that at the point 

of cancellation of the project, we would not have 

entered into an obligation with an engineering, 

procurement and c'Dnstruction firm to begin engineering 

work associated with transmission construction. 

Ha that's reflected in 2013 is the 

program of record to go-forward program. And in that 

case, in our assumption, we would begin -- we would 

enter into a separate contractual arrangement with an 

architect engineer to begin the engineering work 

associated with transmission. 

That would be part of these costs that were 

reflected in 2013, and then the actual construction 

costs go from '14 to '20. 

Q Okay. S a  -- okay 

then you wouldn't incur -- 

contracts prior ts the dec 

So if you decide to cancel, 

you wouldn't have signed any 

sion to cancel that would 

incur some or all of that obligation -- or 

estimate, I should say? 

A Yes, and let me explain. It -- Page 1 assumes 
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that you have -- 'excuse me -- you haven't entered into 

an obligation that would require you to spend that 

& ... ', DDI 

So it depends on when you make that 

cancellation decision and where you have gotten to in 

your contracting process. 

And again, in order to keep the project on 

schedule for 2021 in-service, there is going to be a 

point in time in 2013 when we would have to enter into 

that contractual ,agreement and begin the engineering 

work associated with the transmission system. 

When exa'ctly that would occur and how that 

would line up with a hypothet 

post-COLA, our se.t of assumpt 

these two exhibits. 

cal decision to cancel 

ons are made as we built 

Q All ri9h.t. Looking at both exhibits for 

long-lead payments and WEC support for 2013, you have 

the same dollar ainount, Is that for the 

same work, or is it just happens to come out to the 

same dollar as the -- 

A No, that's effectively for the same work in 

2013. 

Q Okay. S o  as of today, Progress -- or for the 

Levy project, will incur ~ estimated for 

2013, whether or inot the decision to cancel the EPC is 
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made? 

A Yes, but let me clarify that a little bit, too. 

The long-lead equ.ipment payments and WEC support line 

would be the same. 

The thing that happens in a cancellation 

scenario is there are additional EPC costs, and that's 

what was reflected in that number on Page 1 

under "Other EPC Costs. " 

So that's where you see the difference occur, 

is in a cancellation scenario, there is additional costs 

to the consortium,, and that cancellation scenario would 

be above and beyond what would be the continuation 

approach. 

Q Okay. So in 2013, long-lead payments and WEC 

support costs are going to ramp up significantly, 

whether or not you canceled the project? 

A NO, but the question kind of mis -- mis -- I 

think, confuses the state of play. So let me start with 

Page 2. Page 2, again, is program of record, how you 

move forward. 

The issue is, in order to build Page 1, which 

was to be reflective of J E - 6  that we did last year in 

the rebuttal testimony, you have to make some assumption 

about when do you cancel and what activities have you 

moved forward with. 
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So I would not characterize it as you're going 

to incur a in 2013, regardless of when you 

cancel. That would not be correct. It depends on the 

timing of that cancellation. 

And the ,assumption that goes into Page 1, is 

that that cancelhtion occurs sometime after receipt of 

the COLA in the second quarter of 2013. 

In that set of assumptions, yes, there is 

gof costs in 2013 for WEC. That is 

consistent -- it just happens to be or is the same as 

the work that would be going on if the project was 

continuing. 

Q And say the receipt of the COL is delayed to 

the fourth quarter of 2013, would these dollar figures 

on JE-8, 1 of 2, those dollar figures would increase 

incrementally to some extent? Would that be fair to 

say, because -- 

A Can you .repeat your question? I didn't follow. 

Q Okay. T:ne numbers you have in column 2013 

assume receipt of the COLA was the second quarter of 

2013, so -- and, €or instance, the transmission costs, 

you say that is transmission costs incurred through the 

second quarter of 2013, but if you receive the COL in 

the fourth quarter of 2013 or first quarter 2014, would 

some of these cos.ts incrementally increase beyond what 
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you have shown on this chart? 

A On Page 1 chart? 

Q Page 1 of 2. 

A No, and let me explain, because I want to make 

sure I'm following your question. So let's take it 

piece by piece. 

Let's go back to the transmission piece, the 

versus 1 The assumption there was 

that cancellation occurred before any contractual 

obligation associated with engineering, procurement and 

construction for transmission -- 

Q Right. 

A -- so that's why that's a delta. The 

assumption in the is primarily long-lead 

equipment payments, and the WEC project office support 

is going to go on in 2013, regardless of when that 

cancellation occurs. It's really not going to affect 

those numbers. 

Q And that's -- 

A Now -- 

Q Excuse me. That's -- that's tied to the 

original EPC; is that right, that ? 

A That -- that is -- that is tied to the -- well, 

let me -- can I 

Q Sure. 
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~~ 

A -- let me finish the first question, because. 

Q Pardon me. 

A Yeah, because that's a different discussion, 

too. If the intent of your question is, are there going 

to be additional costs associated with receipt of a COLA 

in 2014, and then a cancellation, that's another 

analysis. 

Because then what you have to do -- or what we 

would have to do is go look at what is the anticipated 

cash flow in 2014, make some assumptions about when 

cancellation occurs relative to the various activities 

that would begin in 2014, and then draw a conclusion 

about how much costs would be incurred in 2014. 

So that's a different, really another analysis 

beyond what's provided here. Now, go back to your 

follow-up question, because I -- 

Q Oh, it was just the 'for 2013. Is 

that tied to the EPC or Amendment 3 the EPC? 

A It is -- yes, it's tied to Amendment 3 to the 

EPC. It also is reflective of the renegotiations 

associated with each of those long-lead equipment 

pieces. 

So again, Amendment 3 to the engineering, 

procurement and construction contract was specific to 

the terms and con'ciitions in the approach with the 
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Q All right. And I believe you said that there 

are certain items that are tied to the receipt of the 

COL, that once you receive that, then costs start 

incurring; and if the COL is not received, then those 

costs aren't triggered, in the continuation scenario. 

A Yes, that's true. There are certain activities 

in the overall project work breakdown structure that 

have as a precondition that the license has been 

received. 

So as you look at the -- you know, you can look 

at our estimates that we provided in production of 

documents. You can look at the schedules that go with 

those. You can look at the cash flow that goes with 

those. 

Those are predicated on, that when you get to, 

for example, 

that there are -- there 

is a license in place that's a precondition for that 

activity to begin. 

Q Okay. Thank you. That's what I was getting 

at. 

A Yeah. 

Q I think -- well, I'm done with this. 

MR. SAYLER: We'll just take a quick break in 

place. 
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Q And my understanding of the Amendment 3 to the 

COL is that once you receive the COL, 

to 'decide whether you're going to continue 

or cancel, or is that to get the full Notice to Proceed? 

Because it seems like it gives you -- sorry. 

Let me rephrase my question: After you receive the COL, 

@@ according to Amen'dment 3, there is a :iiini 

And is that to then evaluate and make a decision to go 

forward with the project, or is that you have to get 

your full Notice to Proceed within that # ? 

A Well, it's sort of -- well, let me try it this 

way: There's not ~~ you can't really answer that one 

yes or no. I apologize, but let me explain what the 

amendment does an'd then our current intent. 

So first off, no, that amendment was not 

negotiated to say i 

It was n'egotiated to facilitate the fact that 

we knew we would have to negotiate a full Notice to 

Proceed in order to resume work, and we did not want 

that to be artificially tied to a calendar. 

Q Okay. 

A We wantec3 that tied to the receipt of the 

license, so there was a logic behind that, that was 

essentially to tr.3nsfer some amount of risk back onto 
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the consortium, for getting the license done. 

So they :had to get their activities complete in 

support of the de,sign control document in order for us 

to get our license in order to move forward with the 

project . 
So rather than have artificial agreement 

and that's what the basic 

premise of that negotiation was about. 

But the ,window is provided to allow the 

opportunity to get those negotiations on and get a full 

Notice to Proceed in place that supports the plant in 

2021 in--service. 

You should not interpret from that amendment 

that it is not our intention to go forward with the 

project. We went through that analysis process last 

year, and we continue each year to evaluate the 

reasonableness and the feasibility moving forward wit.- 

the project. 

But our current plan of record is to move 

forward with the right activities to get us to an 

in-service in 2021. 

We think that is still the right course of 

action. We still think it's in the best interest of our 
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customers and the utility, and is the path that we're 

continuing to pursue. 

Q Okay. With regard to that received COL, 

, for lack of a better term -- 

A Okay. 

Q _ _  that gives the company, essentially, a year 

to -- I mean, does that give the company a year to, A, 

you know, tell all your long-lead providers that you're 

continuing with the project, or -- or -- well, how about 

that? 

I mean, you -~ let me strike that question and 

kind of go it this way: 'What value did that J2 i  

buffer between the receipt of the COL and, you know, 

continue on? What value was Progress trying to 

negotiate for the benefit of Progress and the 

ratepayers? 

I mean, it seems to give you a window of 

opportunity to, y3u know cancel long-lead projects, or 

even cancel the project the total, but it's -- I mean, 

without -- without the original EPC terms attaching, it 

seems to give you a from the original 

EPC in terms -~ a.nd I'm about to get an objection -- but 

I'm just trying t'3 understand, what was that value to 

that 

MR. WALL,S: Objection. Assumes facts not in 
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into the contract, it was to avoid 

So it really did a couple of things. It 

-- that's that design certification 

document -- and it provided a ,  

It also, in the event that those negotiations 

for some reason can't be completed successfully, or 

some other factors at that point in time might 

require the project to be canceled, as we previously 

discussed, 

(3 Okay. Thank you. 

A Sure. 
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change in in-service date will change enough other 

things -- well, the change in the in-service date to 

2 0 2 1  means that by the time the Levy plant comes in 

service, there will be enough other changes in the 

overall transmission system in Florida to warrant 

rescoping what work would be required. 

And, in fact, although we've got to do the 

study, our early anticipation is that wou d result in a 

reduced amount of scope with the transmission portion of 

this project. 

So we want to get that work -- that study done 

early enough to imclentify exactly what scope is going to 

be required, so we can then write the request for 

proposals and the specifications and start the 

engineering work in 2 0 1 3 .  

Q And how imuch does the transmission study cost? 

A I checke<A with our transmission folks, because 

that's who's resp'snsible for doing it -- because I saw 

in some of your interrogatories you were interested in 

that -- and their estimate is that it's about a 

project and that's 

So it's somewhere in that ballpark, and that is pretty 

consistent with w:hat we did before. 

Q So the transmission study referenced in your 
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testimony on 18 and also in the IPP, that actual study, 

out of BE which is about B 

pocket? 

A That's correct. 

Q But the other dollars associated with 

transmission that was shown on your Exhibit JE-8, Page 2 

of 2, that le that's associated with actually 

having done that study and then starting the engineering 

and design work for it? 

A That ' s correct. 

Q All right. And I'm assuming, based upon the 

timelines of the IPP, that there are some dollars 

associated with that transmission EP -- engineering and 

design work that are projected to be in the 2012 Cost 

Recovery -- projected Cost Recovery? 

A Yes. Part of the work for the transmission 

study will -~ it actually began planning for it late 

this year, and we said the bulk of the work will occur 

in 2012, so those dollars for that study would be -- 

are -- are, and would be, reflected in the 2012 actuals. 

Q Right. And I understand that for the 

transmission study, but for the transmission EPC RP and 

detailed design, ,according to the chart on Page 9, you 

have started that sometime in mid-to-late 2012. 

So my quszstion really is, are there dollars 
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associated with that engineering and design work that 

are going to be -- are in the projected dollars for 

recovery in 2012? 

A I'm just looking at the more detailed schedule 

that provides the basis of this simplified version on 

Page 9. 

Q Sure. 

A And, yeah, there will be some, per the 

Integrated schedule, there will be some early substation 

work and constructability analysis that will happen in 

the -- in 2012. The bulk of the engineering 

development, it appears, is going to be in 2013. 

So, yes, there will be some limited, I would 

say, costs that will -- would incur in 2012 as a result 

of the early part of that work. 

Q Do you have an estimate of how much that 

limited cost woul'd be for 2012? 

A No, I do not. 

Q Now, would that engineering and design that 

you're projecting -- 

A Excuse m'z, please. Just to go back. I don't 

have a specific c'3st breakout for that piece of work, 

but it is include(3 as part of that that's in 

2012 on our three-year forecast. 

So it's ,a component of that number. I just 
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don't know off the top of my head exactly how much of 

is land acquisition and other 

engineering effor.ts. 

Rb 7 Q Okay. So it's not going to exceed . 

A No, it's within the that's provided 

on Page -- Page 8 in the exhibit we discussed earlier? 

Q And a po.~tion of that will be that 

transmission stud:y as well, the remainder of the 

t ran s m i s s i on s t ud.y ? 

A That ' s correct. 

Q And presumably, some additional land 

acqui s it. i on cost s ? 

A Yes. 

Q Now, is the reason the transmission study needs 

to start in 2012, or could be -- excuse me, not the 

transmission stud:y -- the EPC for the detailed design of 

the transmission, is that something that could be 

delayed to ~~ until the receipt of the COLA, or the COL? 

A I would say, no. Again, this is a pretty 

detailed schedule that we built, that tries to back up 

from when we need to be able to provide what's called 

backfeed to the new plant. 

So in order to facilitate fuel load in late 

2020 and then in the beginning of the start-up and the 

commissioning program, we have to have built the 
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this is just a good, quick segue. 

I mean, the way we build our estimate overall 

is based on the schedule, target in-service date, 

detailed integrated schedule, work breakdown 

structure. And then for each element in the work 

breakdown schedule, which all the activities that 

you have to do, to determine the cash flow 

requirements year over year, and then that's what 

flows back into the total project costs. 

So to answer your question, that's what I was 

referring to, and I can quote from that document, at 

least, that the transmission costs -- and this is a 

combination of transmission line work and substation 

work. 

You have the number in 2013, 

continuing on the current program, 2014, would be 

#Mi :mn 2015, ti !@PI si: 2016, which I think 

is the other year you asked about, and 

then you're roughly at through '19, and 

then you start to ramp down, in '20 and 

in '21. So you kind of see it ramps up 

to sort of a steady state construction level -- 

Q What was 2013? 

A '13 is j that we provided. That's the 

number that you see on the -- in the -- 
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Q so then jumps up and then ramps up a little 

bit -- 

ramps up to 1 in '14; in '15; and -- A 

million in '16 -- 

Q _ _  and it plateaus out? 

A -- and it plateaus there for four years and 

then ramps down in '20 and '21. 

Q Now, if, for some reason, Progress doesn't 

receive its COL in 2013, but two years later, would -- 

would you start incurring those transmission costs or 

building that transmission system, or would the 

transmission system be pushed back commensurate with the 

COL? 

A No, as we previously discussed, it's going to 

depend. There is a certain amount of flow built into 

the schedule that allows, even if the COLA continues to 

move, to still -- to still get to that 2021 in-service. 

Again, that was part of the reason last year 

when we talked ab3ut this. We said we looked at a 

36-month schedule shift and said, you know, that just 

assumes that to g'st to 2019 everything happens on the 

current plan as it existed in -- toward the end of 2009 

and early in 2010, and we just did not see that as a 

realistic scenariss. 

So as we looked at that, we said, we really 
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which or a hydrogen economy, or, you know, they 

change their mind on coal and there is clean coal, or -- 

or even potentially a realistic one that could be under 

technology driven is, you know, just the natural gas 

resources that we have as a result of the Shale oil -- 

or Shale gas reserves in the United States. Would that 

be a potential technology driven case affecting Levy -- 

A Well ~~ 

Q -- in this scenario? 

A Well, I think that mischaracterizes what's in 

this. I don't know that you can run down that list that 

you j- t articulated and I can't tag off for you which 

were in and which were out. 

I can tell you, as I recall, in general, what 

the Technology Driven Case was, and the technology 

driven case, as I remember, had sort of 

0 

It had mid-carbon, sort of moderate -- or, no, 

I'm sorry -- flat, I think, customer numbers growth or 

maybe moderate customer numbers growth, but significant 

demand reduction as a result of some efficiency 

improvements. 

So I thi.nk the technology part of the title of 
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capital being expended by Progress, there appears to be 

a spike starting in 2013. 

On my ~- or it starts drifting up, 2012, above 

300 million for a blue-colored project on my chart, and 

then at the end of 2000 -- or 2015, the blue card ~~ 

chart or project starts decreasing, and that's where a 

green Levy chart starts growing with a lot of capital 

being expended. 

It seems like a dramatic rise in 2019-2020, all 

the way up to almost ; 1 in '22, and that takes 

into account not just Levy, but all of the other shaded 

projects underneath; is that correct? 

A Yes, what you're looking at there -- the way to 

read that chart is -- and I think in color you said it 

was, like, light 'green -- that light green wedge is cash 

flow requirements to support the Levy project in this 

type of a scenarh, in this hypothetical future world. 

And if ym3u were to integrate that area that's 

shown in light green, that would give you a total 

project cost, effectively, for the project. 

So it's the same type of cash flow charts that 

we provided in production of documents for the estimates 

for the program of record, just displayed in a different 

way. And in this case, in a un -- in a not used or 

unrealistic future world that, again, tries to stress 
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again, these were established, as I recall, back in 

about the Februar.y timeframe, as the entering inputs 

into how this sce.nario planning process would go 

forward. 

I think, as I recall, the moderate change had 

So it wa,s, again, the moderate being operative 

word in that. It was sort of a -- as some of these 

things kind of moved in that direction, how do you think 

about the future state. 

0 And with regard to kind of descriptors for all 

these different, various scenarios, would that be 

something -- instead of trying to go over each 

particular one, i.3 that something you can provide to us 
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We're still on the March 29, 2011 IPP. 

A Okay. 

Q Let's tu.rn to Page 7. 

A Okay. 

Q Okay. If you look at line 13, where it says, 

"EPC base scope," and go over to where it says, 

"Estimate to complete," there is a number, i, 

And just for ease of reference, I'm not going to say 

it's just -- 

A Which line are you on again? 

Q Line 13. 

A That's ; 

Q What did I say? 

A 

Q I? Oh, sorry. Freudian slip. @ 

A Uh-huh. 

Q Now, is .that the original 2008 EPC base case 

or base scope cost, or has that been escalated, or with 

updated costs? I'm just trying to find out if this 

ties .to the original EPC that was -- or is 

, or the one on the estimated completion, the 

? I'm just trying to see if that ties -- 

A Yeah, the -- just let me help you read this, 

because maybe a cs3uple of things. First off, this is an 

extraction from t.he broader estimate document that 



241 

1 

2 

3 

4 

5 

6 

I 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Charles saw last 'year and that we provided you again 

this year in the production of documents. So this is 

just looking at t.he expected case, not the min. or max. 

case that's part 'of that analysis. 

In the e.xpected case, what your you read in 

these columns is projected-to-date actual has a February 

2011, so that's cash out the door, so to speak. The 

estimate at completion -- so where you see the fa 

which is for line 13, that is connected to 

the contract value, particular with those specific terms 

around base scope. The estimate complete is the 

remaining dollars to be spent as part of the project. 

Q Okay. So the i 1 ties to the original 
EPC contract? 

A Yes, it does. 

Q All ri9h.t. And -- and the remaining numbers, 

line 14, 15, 16 a:nd 17, are all numbers associated with 

the shift from in-service 2016-'17 to -- or 2021-'22; is 

that correct? 

A Not exactly, but let me explain. So what you 

see on line 14 is the effects ~~ the incremental effects 

of the shift in s'zhedule from an EPC perspective. 

The cont.ract contingency is not directly 

affected by the s:hift. The escalation is. However, 

there was escalation in the original base case -- I'm 
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sorry. Let me say that a different way. There was 

escalation also i:n the contract, per the original 

schedule, that wo.Jld affect total project costs. That 

escalation obviou,sly increased when we moved the 

schedule from 2016 to 2021. 

Q So under the original EPC, with none of the 

amendments, there was some dollar figure for estimated 

EPC escalat on other than zero? 

A Yes. 

Q Okay. Do you ~~ would you know what that 

amount was, or a Isallpark figure? 

A Give me just one second. Let me go back and 

look at last year's estimate. So we estimate -- all 

right. So we est.imated last year, that as a result of 

changing the schedule from 2016 to 2021 -- and we 

provided this last year in our estimate, that was 

provided as production of documents -- let's see -- OPC 

producti-on of documents, 3-73, Page 4 ~~ we indicate on 

that what were the major areas of change as a result of 

the schedule shif-t. 

And one (of those was an increase in escalation 

of approximately 1 as a result of changing the 
schedule, so -- 

Q Was that the delta from IPP? 

A Yes, tha-c's the line you're looking at there. 



249 

1 

2 

3 

4 

5 

6 

I 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

The delta from the -- and which is really the delta from 

the original estimate. 

So if we took today's escalation estimate of 

, that would give you about 

it was about of estimated escalation in the 

original. contract. 

Q Okay. Are you looking on that document you 

provided, OPC last year, are you looking at this delta 

or this delta? 

A I'm looking at the delta down below, that 

explains the maj0.r areas of change -- 

Q It says, "Major areas of change to IPP"? 

A Yeah. S o  I was just trying to answer your 

question, what esNzalation was in the original contract 

I don't have those numbers in front of me, but I think 

it's a reasonably good assumption to say if you look at 

the current estim,3te for escalation, you subtract out 

what was the chancqe, that gets you pretty close to what 

was the escalation in the original contract. 

Q Okay. 

A And again, as part of -- I mean, I can go 

through sort of how the whole contract is structured. 

We did that last year, but there is an element of it 

that is escalation. 

Q Right. 



250 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A So you m n ' t  j u s t  l o o k  a t  a c o n t r a c t  p r i c e  and  

s a y ,  t h a t ' s  t h e  p r i c e  o f  t h e  p r o j e c t .  

Q Okay. N'Dw, w i t h  r e g a r d  t o  l i n e  15 ,  where i t  

s a y s ,  " D e s i g n  change  p r o p o s a l s "  -- DCP'S ~- s l a s h ,  

" c u r r e n t  c h a n g e  o r d e r s , "  i s  t h a t  g o i n g  f rom,  I g u e s s ,  

Rev. 1 6  t o  t h e  c u r r e n t  Rev. 1 9  f o r  APlOOO r e a c t o r ?  

A No. Altyhough, t h a t  -- no,  t h a t ' s  t h e  b e s t  

answer  t o  t h a t ,  i s ,  n o .  

Q Okay. H o w  a b o u t  -- t e l l  m e  what i s  -- 

A Yeah. W : h a t  t h a t  i s  i n t e n d e d  t o  c a p t u r e  i n  t h e  

e s t i m a t e  i s  t h e  f a c t  t h a t  w i t h i n  t h e  c o n t r a c t  t h e r e  a r e  

I 
i! 

Some of them were i n c l u d e d  i n  t h e  b a s e  p r i c e  o f  

t h e  c o n t r a c t .  O t : h e r s ,  t h e  e n g i n e e r i n g  f o r  t h o s e  

c h a n g e s ,  w a s  i n c l ~ u d e d  i n  t h e  b a s e  p r i c e  of t h e  c o n t r a c t .  

O t h e r s  were n o t  i n c l u d e d  i n  t h e  c o n t r a c t  a t  a l l .  

So l a s t  'year and  a g a i n  t h i s  y e a r ,  b a s e d  on o u r  

c u r r e n t  u n d e r s t a n d i n g  of t h e  p r o j e c t  and  t h e  s c o p e  of  

t h o s e  d e s i g n  c h a n g e s ,  w e  h a v e  p r o v i d e d  a n  e s t i m a t e  on 

what w e  t h i n k  would be t h e  i m p a c t  of  t h e  t o t a l  p r o j e c t  

c o s t s  of t h o s e  d e , s i g n  c h a n g e s ,  and  t h a t  i s  p a r t  of t h e  

t o t a l  p r o j e c t  c o s t .  

Q Okay. NOW,  l o o k i n g  a t  l i n e s  2 0  t h r o u g h  2 1 ,  
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which discuss or provide itemized owner-managed scope 

costs, on line 21, estimate at completion, you show 

i in owner-managed scope costs. 

And then if you -- now, when you talk about 

owner-managed scope, these are things that, according to 

the EPC, the owner is supposed to perform, to get the 

Levy project onli.ne? 

A Yes, but I think that's maybe a little bit too 

simple of a description. If you think about ~- 

Q I'm an attorney. I like simple. 

A I'm an e.ngineer, so it's not so simple. 

Because I think it would mischaracterize, just to say 

it's just that. It ~- when you think about Levy as a 

project, it has a lot of elements to it, in addition to 

what the EPC actually performs. 

So there are owners' costs that are captured in 

this estimate that range from the work necessary for 

subset projects t.hat we're responsible to accomplish: 

The real estate acquisition, the staffing of the 

organization, the training of that organization, you 

know, the various costs associated with permits, and 

taxes, and warranties, and facilities that we have to 

build that are not part of the scope of the contract. 

So this is capturing those other areas that are 

necessary to b u i M  a safe and efficient nuclear facility 
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above and beyond the scope that is provided by the 

consortium as part of the EPC contract. 

Q If you look at lines 30 and 31, under the topic 

"Other, one ~- on line 30 you have "Owner escalation, " 

and line 31 you have "Owner contingency." My basic 

question, first off, is why wouldn't owner escalation 

and owner contingency fall under owner-managed scope? 

A It's really just standard methodology that 

we've applied to how we build our estimates, just to 

specifically break out escalation contingency factors, 

as well as the financial burdens from the base scope. 

I don't think it's -- substantively really 

matters where that line falls. The fact is, there is 

both owner escalation that's based on our expectations 

of the commodities and the pieces of the project that 

we're responsible for, and how we think they will 

escalate over the course of the project, and then a 

contingency accounting that is based on a risk register, 

with both probability and consequence, and then an 

expected monetary value calculation that is based upon 

those risks. 

Q But the subtotal of owner-managed scope is 

but the owner 

escalation is Is that owner escalation of 
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Does that -- is that take into account the 

owner-managed sco:pe, or is that owner-managed scope, 

plus the EPC, plus the transmission? 

I mean, I'm trying to figure out what goes into 

the owner's escalation, because that's a gjj 
escalation, if it is just compared to escalation of the 

owner-managed scope. 

A Let me just pull out some more detail here to 

help answer that question. I'm just reviewing 

everything that's in owner scope so I can answer that 

question for you. 

What I can answer -- and I'd have to go back to 

look at the additional details -- but we have 

calculated, as part of our estimate in that bottoms-up, 

for the non-EPC work, what are the escalation factors 

that need to be applied to that, consistent with 

expectations around changes in commodity costs, changes 

in labor costs, changes in other factors that would 

affect the work that we have to do. 

I don't have that detailed sheet in front of 

me. I apologize. That's a work product that I don't 

have here, but I do know there are additional details 

associated with how we applied those escalation factors 

to the various line items that go into owner-managed 
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Q All ri9h.t. Now, going to the next line, "Owner 

contingency, I' w h k h  is or 

when you look at that contingency amount and you compare 

it with the contract contingency amount, or even the 

owner contingency amount of transmission, that just 

seems enormous. 'What are the drivers behind such a 

large 

A Well, first off, the drivers -- first off, I 

will explain that the 

That does not in any way begin to address the 

complexity dealing with the risks associated with the 

project and the potential additional costs that may be 

required to successfully execute the project. 

Q Is that a or something? 

A No, it's basically we're required to have in 

our project costs part of that, so there 

is. I've met my requirement; it's in the total 

requirement. 

The owner contingency is to address the 

the puzzle in terms of how you think about the r 

the project. 

rest of 

sks of 

So we have a pretty extensive risk register 

We have a standard process we use in the company for 
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~~~ 

taking risks and doing what we call an expected monetary 

value calculation,, and going through that process to 

then build a reasonable contingency account that we 

think will adequately address the changes in the project 

that may occur duzing the course of execution. 

Q So within the owner contingency, would 

owner-managed scope be part of that? 

A The owner contingency is to address risks 

associated both with the EPC contract as well as the 

owner-managed scope -- 

Q Okay. So contingency -- 

A -- separate from what is included as a 

contingency for the transmission part of the project. 

Q Okay. 

A Although, if you look at that -- just so I 

don't let it go by, because I'm trying to be careful -- 

when you look at that contingency, compare it to the 

total part of the transmission project, it may seem 

small compared to the a but it's pretty big 

compared to a 

Q Right. It's 

A Yeah. 

Q Now, do 'you have a copy of the AACE 

International -- 

A Yeah, I 'do. 
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~~ 

single point cost estimate from which we're going to 

move forward with the project. 

That's impractical at this point in time, until 

such time as we r'enegotiate the full Notice to Proceed 

and then the associated milestone payment schedule and 

plan for that project. 

So when 'we did that roll-up and that bottoms-up 

estimate, we endesd up with a band on our cost estimate 

that's about So despite the fact 

that -- 

Q Plus or :ninus or plus or minus the -- 

-~ 

A To be precise, the currents cost estimate that 

we provided to you in production of documents for 2011 

variance a/,, has a plus and if$ 

around an expectem3 value of 17.6 billion. 

When you look at that and you say, well, geez. 

is that really a Class 2 or Class 3 estimate, it's very 

hard, even though the percentages are plus and minus 

, to say, well, that's a Class 2 or Class 3 estimate, 

which is why when we present that to the SMC -- and they 

understand this in terms of how we're applying the 

guidelines -- we say, look. We still have a pretty big 

band on this esthate as a Class 4/Class 5, recognizing 

that as we move forward in time with the project and we 
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earlier and as we talked about last year -- we try to 

use the terminology of 3/4, to say, you know, look. 

We're kind of early in the process yet. There are 

certain things in this project to which the exact price 

is known. 

We know what -- exactly what it took to 

construct the 4. They're finished; they're in 

storage, and now we're paying for the storage. So 

there's elements like that, that you know in 

excruciating detail. 

There are other elements where you don't have 

that kind of specificity yet, and you're not going to 

have that really until Shaw goes through and does their 

part of the process to identify the commodities that are 

going to be required, the quantities of those 

commodities that are going to be needed and how that 

process goes forward. 

So, you know, we -- when you look at the exact 

range, as we did that build-up estimate, you would 

argue, well, heck. That's a much different class than a 

4 / 5 ,  but at the same token, to sit there and say with a 

plus- and minus it's just hard to sort 

of say, well, that's a -- you know, that's that Class 2 

or Class 3 kind of level, where we're ready to fix 

definitively the price, and the only difference being 
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how we would app1.y contingency. We're just not at that 

point yet. 

Q Okay. But when it comes to the final -- once 

the project is built and there is a final number of the 

actual cost to build it, and 2022, maybe wrap up into 

2023, or with any payments, and that number is X, 

according to your estimation, which you said is maybe a 

Class 2 or Class 3, you know plus- or 

on this $17.6 billion, but if -- if the cost actually 

exceeded that, you know, 5 and went up to 

25 billion, would that fall within the classification of 

Class 5/Class 4 estimate, as far as that range, up or 

down, and -- 

A I think that's sort of a wrong way to think 

about how you use that guideline. So if you were coming 

into an estimate with no knowledge about the details and 

you were trying to just do -- you know, as they describe 

in here, a conceptual approach -- and you wanted to get 

to some level of fidelity, you might start with the 

bands that AACE Guidelines provide. 

So if you say, hey, look. I'm early. I'm 

going to do this as a Class 4 estimate, that's going to 

have some band on it. 

That is not the case in this estimate. This 

estimate has a very defined plus, minus and expected 
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value. 

And to the best of our ability, with everything 

we know today about our contract, how it's structured, 

the scope of work that has to be done, you know, the 

pages and pages of detail here that I keep referring to 

as you ask me questions, we built that band with that -- 

you know, as I described earlier -- you know, basically 

a low point in the band at i and expected 

value of 17.6 billion, and a high value of 

Q Uh-huh. 

A That's where we are. So, you know, when we -- 

when we describe that to our Senior Management 

Committee, we say, look. This is what we think brackets 

how this project is going to go forward; our expected 

case is 17.6, but there is still this relatively 

significant variance of and maybe 

which, you know, equally, the side of that is not 

necessarily a good thing. 

So how do you under -- how do you understand 

that and how do you convey that? So when we talk in our 

language at Progress, we say, hey, that is comparable to 

how we talk about other projects in terms of the level 

of fidelity of that estimate. 

Q All right. And is the 2011 assumption as to 
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sorry. I was loo'king in the wrong place. 

Q Where it talks about disposition of the 

long-lead equipment, that's been taken care of, and 

right now you have long-lead equipment that is either 

being ~- going to completion ~~ that was the 

disposition -- to bring it to completion, or to dispose 

of it by, getting to a certain point and storing it. 

And I di(3 have an opportunity to look at the 

documents at the (Yarlton Fields office in Tallahassee. 

There appears to :be costs, ~ 

A Well, le.t's go back to the first part of your 

question, if I ca.n. So you said disposition is taken 

care of. No, tha.t's not exactly true. 

Q All ri9h.t. 

A There is one item that we are still in 

negotiations for. That's with 

regarding the We haven't closei 

those negotiation,s yet. We're still not quite 

comfortable that we've gotten the best possible outcome 

of that for our c-ustomers. 

Q Thank yo-u for clarifying that. 

A Yeah, secondly, you said, and they've either 

been completed or disposed. They are either going to 
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be -- yeah, plann'ed for completion or we have suspended 

work, stowed the :material that was already fabricated or 

procured, and we will resume manufacturing of those 

components commensurate with the final Notice to Proceed 

in the overall project plan, so that's that piece. 

Q And then for those items, you have storage 

costs, along with insurance costs, and those 

are accruing, probably as of today or when they were 

completed, and th'ey will continue to accrue for how 

long? 

A There ar'e -- the answer to that, is it depends 

on the component ,and when it's required for delivery to 

the site for inst,allation into the facility. 

The -- k t  me clarify the characterization. So 

there is -- we ahays had as part ~~ even as part of the 

.. 
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So the t'hree projects that were moving forward, 

Vogtle, Southern ,and ours, Levy, all went into buy 

basically in bulk -- excuse me -- the long-lead 

equipment associated with the projects. 

That had inherent, in the original schedules, a 

certain amount of storage costs, insurance costs, 
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warranty costs. 

What we captured in the analysis and what we, 

in the :Long-lead equipment disposition analysis and what 

we've rolled into the estimate, are changes in those 

costs as a result of the change in the schedule. 

So there are storage costs, warranty costs and 

insurance increases to deal with at a longer period of 

time from when some of these components will be 

completed, or that longer period of time where the 

components necessary to complete these larger pieces of 

equipment will remain in storage. 

Q All right. With regard to the items that are 

suspended -- and I think they're either six or seven; I 

can't remember items that are suspended -- is there a 

date certain that those items must -~ those suspended 

items must be resumed? 

A There is a -- no, but let me explain. There ~~ 
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project is that scenario where you received the COL and 

then decide to cancel the project, is there additional 

cancellation fees associated with the suspended 

long-lead equipment items, or is that the final cost? 

You suspended it -- 

A Again, it depends. For the -- and just to -- 

you know, in full clarity -- so for the continued items, 

if the -- you know, if the project was -- for some 

reason, have to be canceled subsequent to the COLA, yes, 

there are cancellation ramifications back to that 
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In terms of the suspended items -- and there is 

actually six of t:hose right now, not seven yet, but 

again, the pending would be the 

seventh, if it -- if it's secured -- in most cases, as a 

part of those neg'Dtiations, one of the things we 

evaluated was, well, if you -- 

Now, it 'depends again on when that cancellation 

would occur. So it goes back to our earlier 

conversation. You know, some of these things that have 

longer lead times would start manufacture sooner. 

So once the manufacturer ramps back up his 

production line ta do these components, if we were then 

to come in and cancel, there would be a cancellation 

cost associated with the logical unwinding of their 

activities 

Q Okay. Thank you. I promised you a half hour 

of questions and I've got about -- 

A No, seriously. Do as much as you need. And 

again, I appreciate you guys taking a break for dinner. 

That -~ I can get until midnight if you want to. 

Q Is that a hesitation? 

Okay. Just briefly, back to that AACE 
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project that they would recommend to the Board that we 

pur sue. 

Q An Amendment 3 to the EPC was one of those 

projects? 

A Was one of those cases, yes, sir. 

Q What about Amendment 1 and 2, 4 

A Amendment 1 and 2, no, mainly because they did 

not materially change the existing contract. All they 

really did was 

"# t i  

618 8 

So as I recall, those did not go to the Board 

of Directors. I ' d  have to check that. I don't think 

they did. 

Q Now, to your knowledge, when Progress -- was 

initially signed the original EPC, did it follow the 

same process? Did it go to the Senior Management 

Committee and then up to the Board for approval, or was 

it approved at the -- just the Senior Management 

Committee level? 

A No, I'm pretty certain that it went to the 

Board of Director:; or approval before we executed the 

contract, and I think there may ~- and this would be 
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some specific 

like that and 

approval. 

Q Okay 

subject to check I think there is even potentially 

governance requirements around a project 

why it would have to go to the Board for 

trying 

A 

Q 

A 

Q 

A 

Q 

A 

Q 
A 

Q 

Thank you. That's helpful. I'm just 

to understand. 

Yeah, I understand. 

We're hitting the home stretch. 

Like I said, we're here to help. 

If you are looking in your IPP, Page 20 -- 

20, you said? 

Page 20. 

Okay. 

And this is the March 29, 2011 -- 

Okay. 

- _  contr2ct update. I'm looking at Note 1, 
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This goe:s back to our earlier discussion about 

why it i.s we're s - t i l l  saying a Class 4/Class 5, even 

though we have a relatively narrow band. Well, because 

there's still a lot of elements like this in that narrow 

band, that we would like to see refined before we will 
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go to a single-point estimate for a project. 

Q But I guess my question is -- is this: When 

the benefits of the original EPC contract and the 

Commission determined that it was reasonable to sign -- 

or to have executed the EPC contract, some of the 

benefits of the EPC contract were extolled as being, you 

is p’y”: 7 know, it’s -~ it‘s largely ip .:I@ . 

A Yes, it is. 

Q But when you fix, that‘s absolutely no 

escalation. It‘s either, you know, a billion -- it‘s 

not going to go u:p or go down; it’s just -- that’s kind 

of a fixed price, whereas these other prices, you know, 

they’re -- 

until it‘s completed or, I mean, forever? You see what 

I‘m saying? It doesn’t -- 

Q Okay. 

A And I think we were pretty clear. I know 

certainly last ye,ar, when we walked through the various 
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terms and conditions of the contract with staff, we were 

very clear on how that contract is arranged and what the 

components of it are, how those terms and conditions 

stayed in place as part of the ong-term partial 

suspension. 

So I think we accurately reflected, given the 

-- what we were able to negotiate during this process, 

that not only have we captured some of that benefit 

of -- at the time, 

That's just the type of 

contract that was established. 

Q Okay. And for time and materials, there is 

1 i I mean, it's -- 

A No, time and material is specific to the actual 

cost incurred by the vendor in executing that scope of 

work. 

Q Okay. S'3 if the -- if it's projected to do 20 

hours and it takes them 40 hours, they get paid for 40 

hours? 

A It depends. It depends on whether that 
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A The L e t t e r  o f  I n t e n t  w a s  s i g n e d  so  

T h a t  e x e c u t i o n ,  o r  t h a t  L O I ,  commi t t ed  u s  t o  a 

c o u r s e  o f  a c t i o n  t h a t  was t o  g e t  t o  a n  EPC c o n t r a c t ,  i f  

t h e  EPC c o n t r a c t  was n o t  e x e c u t e d ,  t h e r e  w e r e  

i and  p r o t e c t  t h e  -- and 

t o  -- as  n e g o t i a t ' e d  by t h e  c o n s o r t i u m .  

The ~~ y3u know, s o  were w e  on t h e  hook f o r  

t h o s e ,  you know, as you c l a s s i f y  i t ,  I would s a y ,  y e s ,  

t h e r e  was a n  e lem'ent  of  t h a t  work, t h a t  a s  i t  begun and  

s t a r t e d ,  i f  w e  had  c a n c e l e d  o r  n o t  e x e c u t e  a n  EPC w e  

tq ! Si" 

Q A n d  f o r g i v e  m e  i f  t h i s  w a s  g round  t r e a d e d  l a s t  

y e a r  o r  t h e  y e a r  ' b e f o r e ,  what was t h e  d o l l a r  f i g u r e  

a s s o c i a t e d  w i t h  t h e  amount t h e  L O I ,  had  i t  been  

c a n c e l e d ,  had  you n o t  gone  f o r w a r d  w i t h  t h e  EPC? 
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A I've got to look that up. I've got it back 

here, I think. Now, we're really going back. Let me 

see. I think I have it in here. 

Now, my again, this was executed before my 

time, but my understanding of this, and as I recall the 

So the premise upon which it was entered was 

part of eventual incorporation in the E P C ,  but as I read 

this, we were -- ' 

But I'd have to double check that with the guys that 

negotiated it, but that's the way I read the language 

that's in here. 

Q And the total value of those long-lead items 

is, you know -- 

A The tota:L value per this work authorization -- 

although, it's not directly aligned with what was 

negotiated as part of long lead -- the total value was 

I and that ' s -~ 

in a document that we provided to you last year, I 
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t h i n k ,  o r  t h e  yea:: b e f o r e ,  I t h i n k ,  as  p a r t  of t h e  

p r o d u c t i o n  o f  documen t s .  

Q So by s i g n i n g  t h e  L O I ,  i f  I do my math  r i g h t ,  

A N o ,  t h a t ' s  -- 

Q -- b a s e d  upon y o u r  r e a d i n g .  

A N o ,  t h a t ' s  n o t  c o r r e c t .  The t o t a l  t h a t  I 

. .  

. . . . .  . .  . .  . .  

% f '  . . . .  , .  

. .  
, .  

. .  . . . . . . .  . . .  > . ,' . . . . . . . . . . .  

7 ' '. 

. .  
, ,  . .  

. .  

. 

. .  .. , .. . '  . . ,  ," 
, .  . .  

... . .  
. .  , . ,  

, ,  

. .  ~. 
;..*... : .  

( . .  

. .  v .  . ,  

S o r r y .  You c a n  s t r i k e  t h a t .  

A R e a l  money. 

Q So t h e  m a x  P r o g r e s s ,  by s i g n i n g  t h a t ,  w a s  

o b l i g a t e d  f o r  

A And a g a i n ,  t h a t ' s  s u b j e c t  t o  c h e c k ,  b e c a u s e  I 

d o n ' t  see a n y t h i n g  s p e c i f i c a l l y  i n  t h e  L e t t e r  o f  I n t e n t  

_ .  . . . .  I , . .  . . . .  , ,. . , . . . . .  _ .  t . .  
' , a  

' , ..,,'. ,I . ' 

. .  , . .  r . .  ' 

. z .  3 I . . . .  . . .  
. ,  . . , .  -., ' .  

.. , 
" . . , .  ; ( ,  . ,  . . .  

. ,  

r ,. :,: . , . .  
1 . '  ' 

. 
. .  

Q Okay. 
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A The IPP that we approved authorized funding of 

elig lain and I think the specific says through 

mid-2012. I don't know that it has a hard and fast date 

associated with it. I don't think so, but let me just 

look at the IPP real quick. 

The Project Team recommends continuing funding 

of approximately 1 through mid-2012. So there 

is not a specific dates associated with mid. That would 

be commensurate with basically coming back in again at 

about the same time in 2012 for continued authorization 

for the project. 

Q All righ~t. And if the project did not receive 

additional funding mid-2012, and no further money was 

authorized, would that effectively kill the project? 

MR. WALLS: Objection. Calls for speculation. 

Go ahead,, if you can answer. 

THE WITNESS: Well, yes, but I think there 

would have to be some rationale, and reason and 

direction then from the SMC.  I mean, it would not 

be as simple as just saying, no, we're not going to 

authorize anymore money. 

And what do you want us to do. There has to be 

the follow-up question to that. What action do you 

want us to take, because without additional funding 

from 2012 and beyond, you can't continue down the 
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~~ 

primarily talking to amortization. Of course, it's also 

affected by the steps we took in terms of long-term 

partial suspension, that's in the rest of that answer. 

Q Absolutely. With respect to the amortization 

part -- portion, is the company proposing to accelerate 

on this year -- some of that amortizat 

A Yeah, my -- 

Q -- or in this filing? 

A -- understanding, in Mr. Foster's testimony, is 

because we saw less than expected costs associated with 

long-lead equipme.nt disposition, and because we've 

already recovered those costs, I think the proposal in 

those TR -- in those exhibits is to apply those dollars 

that have all been recovered against that amortized 

figure . 

Q And the (company's thinking behind accelerating 

the amortization (of those dollars, the hearing would be 

best directed to you or Mr. Foster? 

A I think .really either. Mr. Foster has the 

details of the calculations. I understand the concept 

of why we want to do that. 

Again, i.:'s tied back to the fact that we 

recovered dollars in 2010, for what we thought was going 

to be approximately of long-lead equipment 

disposition, that did not, in fact, occur. 
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You know, as we've discussed, we have what we think is a 

reasonable estima-te based on our level of insight into 

the project. 

We've shared that with the joint owners, where 

we expect the project to be. We've also expressed that 

ultimately we have to come through negotiations with the 

consortium to finalize and further refine that cost. 

But they understand what the band is. They are 

still interested .in partial joint ownership, and as we 

discussed with them this year, we are -- you know, our 

Q I'm sorry. I didn't -- I didn't hear that last 

sentence. 

A Yeah, our expectation with them would be to put 

in 81 , W D  to 

depend on our negotiations with each joint owner, but to 

. . .  . . 

. .  . , .  
. . . .  , 

. .  , . . . , .  , ,  . .  

Q Explain g if you would. 

A Well, I think what we're -- and again, we're 

still in negotiations and still in discussion -- 

Q I understand. 

A -- but we'd want more -- you know, we'd want 
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them in, basically, not just, you know, as you've seen 

in some of maybe the recent press, where you say, well, 

here's an amount of money and maybe we'll execute the 

Q Okay. Thanks very much. I appreciate your 

time at this late hour. 

A No. Thank you for your time. Again, I 

apologize for the breaks, but I think it made it a 

little easier on a l l  of us. 

MR. MOYLE: D o  you want to just drop right in 

with my questions, John? 

THE WITNESS: Yeah, certainly, Jon. Go ahead. 

CROSS-EXAMINATION 

BY MR. MOYLE: 

Q Okay. I had about an hour. I'm going to try 

to maybe not do that and jump around a little bit, but 

let me start with just confirming, as we sit here today, 

the in-service date for the Levy units is 2021 and 2022, 

correct? 
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Q Okay. So I'm just trying to establish sort of 

where we were las:: year and where we were this year -- 

A Yeah. 

Q -- and it sounds like you're saying we're at -- 

we're at the same place, both in terms of timing and 

costs, correct? 

A Yeah, and, you know, I'm more familiar with 

talking to project costs. I apologize, but, yes, from a 

project cost perspective, we are at the same place. 

We have done some true-ups on the estimate 

based on actuals and based on completion of a majority 

of the long-lead equipment negotiations, with the 

4 and the total ,#*I 

exception of that hi 

project cost is unchanged. 

The band on the estimate has changed slightly, 

based on, you know, some of the other movement around 

specific items in the estimate, but essentially the same 

project costs. 

Q Okay. And I don't have the document with the 

band in front me, but am I assuming that the high end of 

the band is 22.5; is that -- 

A No, that's -- 

Q -- right'? 

A -- on the 2011, as we provided in production of 

documents, is actually -- let me just double 
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check ~~ I think it's 

Q Okay. A.nd then the difference between -- we'll 

call that -- and the 22.5 is AFUDC and other 

costs; is that right? 

A That ' s correct. 

Q Okay. J.Jst to follow up on a question Mr. Brew 

asked you, the no-tion of proceeding, sort of as a 

condition preceded, you indicated, as I understood it, 

before giving a Notice to Proceed that you're going to 

need to have co-owners in place; is that correct? 

A Yes, but let me explain. What we would like to 

cto, and our objective, 

Ne think that's a logical point of time where, 

effectively, the development of the project is complete 

and now is the time for the interested parties to come 

to the table, and if they're going to benefit from the 

long-term zero emission, low-fuel costs of this project, 

then they need to be partners in the construc 

?ro ject. 

Q The ~~ there was some discussion ear 

your testimony with OPC about maybe not using 

ion of the 

ier in 

the best 

description for something. I didn't understand gj 

either. And from what you describe, it doesn't 

sound like there's much of an option that is being 
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contemplated. Am I misunderstanding that? 

A No, I think that's probably a better 

discussion. I -- I -- that was probably a poor choice 

of words to say binding option. 

I think what's been on my mind lately, is we've 

seen a lot of press around options, and I wanted to be 

clear that that's not what we're thinking in terms of 

what the project would look like subsequent 

Q Okay. So based on our conversation, the 

conversation that we had with Mr. Brew, you would agree 

that maybe the better term of art would be a 

A Yes, I wauld agree that's a better -- better 

description. 

0 You were asked some questions about some 

newspaper stories, and I don't want to spend a lot of 

time on it, but I just want to understand whether it's 

your view that, indeed, no final decision has yet been 

made as to whether to build the Levy project? 

A No, it is not my view that there is no final 

decision. It's m:y view that we have made a decision to 

continue with the project. 
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We have (a detailed plan and estimate that 

supports the 2021 in-service, but that we do continue to 

evaluate all of t.he feasibility analyses I described 

earlier, from tec:hnical, to regulatory, to long-term 

benefit, to CPVRRs. We look at that, and the enterprise 

risks, as we look at whether or not to stay on that 

current program of record. 

Q So help irne understand that answer. Reconcile 

that answer with the discussion that we just had, and as 

I interpreted it, it didn't sound like you were going to 

MR. WALLS: Objection. Mischaracterization. 

But go ahead. 

THE WITNESS: Yeah. No, what I -- what I said 

was, 

sorry. Let me make 

sure I get -- I'm using the same term -- 

[ We think that's the right time to do that 

in terms of the overall project. 

BY MR. MOYLE: 

Q All right. And assume for the purposes of the 

question that nobody else stepped up, would you then go 
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have described that. There is a common corridor or 

right-of-way that proceeds from the site at Levy, south 

across the barge canal, Inglis Island and then down to a 

major substation in Citrus County, where, from that 

point then, it distributes some -- some of the 500 KV 

lines will go back toward the plant at Crystal River. 

Others will go out towards Central Florida or south 

towards Brookridge. 

But that common corridor is a right-of-way 

where there will be four 500 KV circuits that will be 

constructed to bring power south from the plant. 

Q And do y'3u have information as to the typical 

sequencing of events with respect to land acquisition 

for transmission lines? 

A Yes, in terms of what we've been doing for the 

baseload project, I certainly do. 

Q Okay. And you all have -- it sounds like you 

all have made a dsscision to go ahead and purchase 

property for the transmission as compared to taking 

options on it, or deferring, and then once it's a little 

closer in time, ys3u now, using eminent domain or 

quick-take proced~ures; is that right? 

A We have inade a decision, approved by the SMC as 

part of the IPP both last year and this year, to 

dedicate approximately to strategic land 
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projects that are also under SMC governance, and some of 

those can be, you know, down in the 50 million range, 

that, in that case, 5 percent is too small of a change 

to require you to come back to the SMC. So in that 

case, we use $5 million as the trigger. 

Q So from ,a -- am I right then, from a Levy 

standpoint, to go back through the process, you'd have 

to have a change in costs that would be greater than a 

billion dollars? 

A Well, I .would -- I would base that 5 percent on 

17.6, so, yeah, that -~ that's pretty close. 

Q Okay. I was basing it on , but okay. So 

it's a pretty sizsble change -- 

A Yes. 

Q ~- that :puts you back through that process? 

A Yes. 

Q You had testified that there was a subcommittee 

sf the Board that was created for oversight of Levy; is 

that right? 

A That is correct. 

Q And is this a typical practice within the 

zorporate governance to create subcommittees, such as 

this, with specific authority over a project? 

A I don't know if I can comment to whether it's a 

typical process. I've only seen it used so far in my 
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A Okay. 

Q Did you :say the updated transmission plan study 

was about a item; is that right? 

A That 's correct. 

Q DO YOU ~ I I O W  how -- what the shelf life for a 

transmission planning study is? 

A No, I don't. I think, though, it's subject to 

variables that maybe can't just be specified in terms of 

a calendar. 

You know, our assessment, in talking with our 

transmission professionals, is that given a five-year 

change i.n schedule, and as they look out at other system 

growth i.n Florida and the FRCC's management of that 

growth, that it i:s not unlikely that, as we -- if we go 

back now and look at that study in terms of the needs 

for Levy, that we would be able to reduce the ultimate 

scope. 

Q Have you inquired or do you have information as 

to would it make sense to do a transmission study to a 

point in time clo,ser to the in-service date as compared 

to, you know, still a number of years from the -- when 

the plant in-service date, from a timing perspective? 

A Yes, as I described earlier, if you look at our 

integrated schedule that's provided in a simplified 

version in the IP? and in a more detailed version in 
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the Levy nuclear ]project, what that per-year number is? 

A Well, there's two ways I can probably answer 

that: The first )way is to tell you what the -- and your 

question was from thi.s point in time last year to this 

year, so that's not annual years; that's going to be 

dif f ererit . 
Q You can pick annual years, if it's easier. 

A Well -- 

Q If it's (easier to say from the Commission's 

decision last year to the anticipated decision -- 

A Yeah, so let me try to -- I've just got to put 

my hands on Mr. Foster's exhibits. 

Q And the other question I was going to ask you 

is, that if you knew the amount of money that have been 

paid to date to EI?C contractors, so -- 

A Well, I do have -- if you go to our IPP, let me 

answer that question first, because that's probably the 

easier one. I mean, the easiest way is to go into the 

IPP or i.nto my exhibit J E  -- is that J E - 3 ?  

Q 8 ?  

A Yeah, JE- -8 ,  on the second page, that's current 

project plan. So project to date as of the end of 2010 

was that i?i 1 number. Now, the 2011 spend plan 

is as articulated there at! 

You know,. what I don't have in front of me 
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today is exactly .where we are in 2011. I'd have that 

available on a different document, but I just don't have 

our current end-of-month projections with me at the 

moment. 

Q Okay. 

A Now, tha.t doesn't -- that doesn't exactly 

answer your question on recovery, and I'm trying to get 

into -- 

Q Yeah, bu-t you did answer -~ it is answered with 

respect to monies paid through the EPC contractor, which 

A Let me go back one second, because I'm jumping 

around here. 

Well, yeah, two pieces: There is a -- if you 

look at the first line, EPC payments as of the end of 

2010, that's thq . You know, it depends on how you 

want to define payments to the contractor. 

So long-:lead equipment payments and WEC 

support, that i is also a set of 

payments to the consortium. 

Now, most of that is flowing to the sub-vendors 

that are responsible for long-lead equipment, but if you 

say to the EPC, in that general term, I would add those 

two numbers together. 

Q Okay. Well, I'd be interested in getting an 
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THE W1TN:ESS: Okay. So back on the record, not 

to take Erik',s job away from him. 

We have -- and it's been provided in production 

of documents ~- it's a January 2 1 ,  2011 brief to the 

SMC, and part of that, we provided them a snapshot 

of where we stood in terms of expenditures to date 

and recovery. 

And as of the end of 2010, we had a total 

project spent to date -- and that included carrying 

costs, incremental 0 and M, and approximately 

fo.r purchases of land -- that total spend 

as of the end of 2010. 

The total collected to date as of the end of 

2010 was and our assessment of that 

is ~~ and thi,s is, you know, approximate numbers 

again -- retail spend that was pending prudence 

review of abo-dt 

So part (of that delta between the project spent 

to date and t:ne total collected to date was about 

apJ or so, which at that point in time was 

part of that five-year deferral. 

Q Okay. B-Jt the ~~ I'm sorry -- the end of the 

=dig 

2010 number was what? 

A The total project spend at the end of 2010 was 

Now, that includes -- you know, that's 
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your all-in with carrying costs, incremental, operations 

and maintenance expenses and land purchases. 

So that's a slightly different number than what 

you would see in project-to-date numbers in an IPP, 

because it's included in all the other factors. 

Q Okay. And has been collected? 

A As of thms end of 2010. 

Q Okay. T.hank you. 

A Yes, sir. 

Q I have a few questions about greenhouse gas. 

And if you need to refer to your testimony, I have it 

flagged on Page 43. 

A Okay. 

Q And I ju,st want to make sure I understand 

the -- the company's position. Greenhouse gas 

regulation and monetizing greenhouse gas is a positive 

factor on the development of the nuclear power plant at 

Levy, correct? 

A Yes, tha-t's correct, and I think to put it in 

context, though, you know, as you look at the benefit of 

new nuclear, it i , s  enhanced if it is coupled with some 

sort of greenhouse gas initiative. 

I mean, that was one of the -- you know, as we 

look at the long--term benefits in terms of emission-free 

generation, that':s how we look at that. So, yes, as 
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potential cancellation costs post-COL -- again, this is 

to be consistent with what was requested and provided as 

part of an exhibit to my rebuttal testimony last year 

around cancellation scenarios -- if you compare those 

costs to the three-year totals over '11 to '13, to 

continue to move :Eorward with the project, there is 

approximately a differential in those two 

numbers -- I'm sorry. It's been a long day. It feels 

like because every dollar feels important to 

us, so, yes, it is ~ though, to be correct. 

Q Now, some of us might suggest that in the 

context of this case we use the billion figure more than 

the million, but it has been a long day. 

A Yeah, unfortunately. 

Q Just a couple more things. Are there any -- 

are there any risks associated with the Levy project, 

that we have not talked about today, that you're aware 

of? 

A I think the best way to answer that is we do 

articulate in detail, in the Integrated Project Plan and 

in the associated briefings, the risks associated with 

the license and the risks potentially associated with 

the overall project, and we talked about that a little 

bit earlier in terms of the expected monetary value 

associated with our quantification of those risks. 
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preference for the joint owners to commit before the 

company proceeds in negotiating the full -- 

MR. MOYLE: Object to the form. 

BY MR. WALLS: 

Q ~- Notice to Proceed? 

A What I tried to portray in that answer is, that 

as we discussed the process of moving forward with the 

project, what we discussed with the joints owners is o u r  

. .  . . .  . .  . 
. .  ~. -,:, .' 4' :  . .  . . 
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As we have discussed in my testimony this year, 

and in Mr. Lyash':; and my testimonies last year, joint 

owner participation is not a prerequisite to moving 

forward with the project, but in terms of how we think 

about the project plan and when we would try to move 

forward with those activities associated with the joint 
. .  . .  . ,  . .  
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MR. WALL:;: No further questions. 

He'll read. 

MR. SAYLER: For the record, I think we have 

three exhibits, two late-filed. Exhibit 1 is 

scenario assumption on strategic planning; Exhibit 2 

is the recent news articles I presented and gave you 


