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What is Schedule AE-6 and what does it represent? 

Schedule AE-6 reflects actdestimated monthly expenditures for site selection, 

preconstruction, and construction costs by major task for 201 1. This schedule 

includes both the Generation and Transmission costs. These costs have been 

adjusted to a cash basis for purposes of calculation of the carrying costs. We have 

also applied the appropriate jurisdictional separation factor to amve at the total 

jurisdictional costs. These costs are further described in the testimony of witness 

Hardison. 

What are the total actual-estimated Preconstruction and Construction costs 

for 2011? 

The total actual-estimated jurisdictional preconstruction costs for 201 I are $31.2 

million. This consists of - in Generation costs and - for 

Transmission. The total actual-estimated jurisdictional construction costs for 201 1 

are $41.5 million. These costs consist of - in Generation costs and 

-in Transmission costs. The costs have been adjusted to a cash basis 

for purposes of calculating the carrying charge and the appropriate jurisdictional 

separation has been applied. A breakdown of these costs by major task is provided 

on Schedule AE-6. 

What was the source of the separation factors used in Schedule AE6?  

The jurisdictional separation factors are calculated based on the January 201 1 sales 

forecast, using the Retail Jurisdictional Cost of Service methodology that was 
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What is included in Total Return Requirements on Schedule P-3A.2, Line 11? 

The twelve month total of $20.9 million on line 11, page 2 of 2 represents the 

carrying charge on the DTA balance. The deferred tax asset arises from the 

difference between the book and tax basis for the project. This difference is due to 

the recovery of the preconstmction costs. For tax purposes, preconstruction costs 

are recovered as tax depreciation when the plant goes into service and for book 

purposes they are recovered pursuant to the provisions of the Rule 25.6-0423, 

F.A.C., which creates a timing difference and this future tax benefit gives rise to a 

deferred tax asset. 

What arc the total projected Preconstruction and Construction costs for 2012? 

The total projected jurisdictional preconstruction costs for 2012 are $25.5 million. 

This consists of - in Generation costs and - for Transmission. 

The total projected jurisdictional construction costs for 2012 are $14.1 million. 

These costs consist of - in Generation costs and - in 

Transmission costs. The costs have been adjusted to a cash basis for purposes of 

calculating the carrying charge and the appropriate jurisdictional separation has 

been applied. A breakdown of these costs by major task is provided on Schedule 

P-6. 

What was the source of the separation factors used in Schedule P-6? 

The jurisdictional separation factors are calculated based on the January 201 1 sales 

forecast, using the Retail Jurisdictional Cost of Service methodology that was 
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Levy Units 1 and 2 and the changes in the state-wide transmission system. PEF 

will begin preparations for the updated transmission study in 201 1. It is expected 

that a new transmission study will be completed by late 2012. In 2012, PEF will 

commence work related to detailed transmission design packages. In 201 I and 

2012, PEF will continue activity associated with strategic land acquisitions for 

transmission lines. This transmission work scope supports PEF’s decision to defer 

most of the transmission activities past receipt of the COL and to reschedule work 

based on the expected in-service dates for the LNP. 

A. Generation. 

Q. Does PEF have nuclear generation preconstruction costs? 

A. Yes. PEF has 20 1 1 actuallestimated and 20 I2 projected preconstruction costs for 

the LNP. Schedule AE-6 of Exhibit No. - (TGF-1) to Mr. Foster’s testimony, 

shows actual/estimated generation preconstruction costs for 201 1 in the following 

categories: License Application development costs of - and 

Engineering, Design & Procurement costs of - Schedule P-6 of 

Exhibit No. - (TGF-2) to Mr. Foster’s testimony breaks down the 2012 projectec 

generation preconstruction costs into the following categories: License 

Application costs of- and Engineering, Design & Procurement costs 

of- 

18741543.1 
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monthly basis by the contractors, to estimate the costs they will incur for the 

technical and engineering support necessary for these license and permit review 

processes. In addition, PEF based its projections on known project milestones 

necessary to obtain the requisite approvals. Because PEF is using actual or 

expected contract costs, NRC estimates, and its own experience including 

industry lessons learned, PEF’s cost estimates for the preconstruction License 

Application work are reasonable. 

Q. Can you please describe the reasons for the difference between the system 

projected amount for 2011 and the system actuallestimated amount for LNP 

License Application costs? 

A. Yes. On April 30,2010 I filed testimony in Docket No. 100009-E1, including a 

projection of License Application costs in 201 1 of -. The 

actual/estimated costs, as described above, are - a variance of 

=The variance is primarily attributable to additional costs and activities in 

support of providing the NRC responses to open structural, seismic, and other 

MIS such as, completing activities for the RCC mix design and specialty testing 

programs, completing site specific Soil-Structure Interaction (“SSr’) and other 

seismic/struchual analyses and costs incurred in support of foundation design 

calculation revisions. 

8141543.1 
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Agreement and information obtained through negotiations with the Consortium. 

Because PEF is using actual or expected contract costs and a documented detailed 

qualitative and quantitative analysis to disposition LLE purchase orders, PEF’s 

cost estimates for the preconstruction Engineering, Design & Procurement work 

are reasonable. 

Q. Can you please describe the reasons for the difference between the system 

projected amount for 201 1 and the system actuaVestimated amount for 

Engineering, Design & Procurement costs? 

A. Yes. On April 30,2010 I filed testimony in Docket No. 100009-EI, including a 

projection of Engineering, Design & Procurement costs in 201 1 of -. 

The actual/estimated costs, as described above, are -, a variance of 

-This variance is attributable mainly to the deferred estimated one- 

time LLE purchase order disposition costs for the !- 

-, offset by lower LLE purchase order disposition and PMO support 

costs, lower PGN labor, expenses, indirects and overheads 

Q. Does PEF have generation construction costs? 

A. Yes. PEF will have 201 lactual/estimated and 2012 projected construction costs 

for nuclear generation for the LNP. Schedule AE-6 of Exhibit No. - (TGF-1) to 

Mr. Foster’s testimony breaks down the 201 1 actuallestimated generation 

construction costs into the following categories: Real Estate Acquisition costs of 

8741543.1 
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-and Power Block Engineering and Procurement costs of-. 

Schedule P-6 of Exhibit No. - (TGF-2) to Mr. Foster's testimony breaks down 

the 2012 projected generation construction costs into the following categories: 

Real Estate Acquisition costs of - and Power Block Engineering and 

Procurement costs of-. 

Q. Please describe what the Real Estate Acquisitions costs are, and explain why 

the Company has to incur them. 

A. For 201 1, real estate acquisition costs will be incurred for residual costs to record 

fees related to the LNP barge slip easement payment made in December 2010. 

Costs will be incurred in 2012 for a portion of the remaining barge slip easement 

acquisition. Costs will also be incurred in 2012 to convey the bike trail state lands 

easement, and to acquire a portion of the Blowdown pipeline casement. 

The NGPP Real Estate Governance Document (REI-NF'DF-00001) 

provides guidance for the acquisition of land needed for PEPS nuclear plant 

development. This document identifies participants; outlines the acquisition 

procedure and payment process; outlines document tracking, approval, filing, 

reporting and document management and retention procedures. It was developed 

to define and formalize the management and execution of acquiring land and land 

rights and to provide for cost oversight and management concerning land 

acquisition. This document was updated in December 2010 to incorporate NGPP 

organization changes and payment process refinements. Utilizing these 

procedures, PEF developed these construction Real Estate Acquisition cost 

8741543.1 
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estimates on a reasonable basis, using the best available information, consistent 

with utility industry and PEF practice. 

Q. Please describe what the Power Block Engineering and Procurement costs 

are, and explain why the Company has to incur them. 

A. Power Block Engineering and Procurement costs in both 20 11 and 201 2 are for 

contractual milestone payments and incremental storage and shipping, insurance, 

and warranty casts on select LLE items and associated support work from the 

Consortium, For example, in 201 1, these LLE contract milestone payments 

-~ 

EPC Agreement Change Order No. 23 and EPC Change Order No. 22, 

respectively. Final disposition on other LLE items will be documented in 

forthcoming change orders. As previously discussed, as a result of these final 

LLE purchase order dispositions, PEF and the Consortium are executing change 

orders to implement PEF’s LLE disposition options for the remaining LLE items 

described in Exhibit JE-3 to Mr. Elnitsky’s May 2,201 1 testimony. 

PEF developed these cost estimates utilizing cost information from the 

EPC Agreement and from information obtained directly through extensive 

negotiations with the Consortium. PEF’s cost estimates for the construction 

Power Block Engineering and Procurement work are reasonable. 

8741543. I 
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B. Transmission. 

Q. Does PEF have transmission-related preconstruetion costs? 

A. No. 

Q. Does PEF have transmission-related construction costs? 

A. Yes. PEF will have 201 1 actual/estimated and 2012 projected construction costs 

for the LNP. Schedule AE-6 of Exhibit No. - (TGF-I) to MI. Foster’s 

testimony shows transmission construction costs for 201 1 actuaVestimated in the 

following categories: Real Estate Acquisition costs of - and Other 

costs of - Schedule P-6 of Exhibit No. - (TGF-2) to MI. Foster’s 

testimony breaks down the 2012 projected transmission construction costs into the 

following categories: Real Estate Acquisition costs of - and Other 

costs of - 
Q. Please describe what the Real Estate Acquisition costs are, and why the 

Company has to incur them. 

A. In 201 1 and 2012, Real Estate Acquisition activity for the LNP includes ongoing 

costs related to strategic Right-of-way (“ROW) acquisition for the transmission 

lines during the partial suspension period. These costs are necessary to ensure 

that the ROW and other land upon which the transmission facilities will be 

located are available for the LNP. 

8741543.1 
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The LLE PO disposition process in 2009 and 2010 is described in my March 1 

pre-filed direct testimony in this proceeding. 

As I testified there, PEF employed a LLE PO disposition methodology 

that combined quantitative and qualitative criteria to meet the Company’s 

objectives to minimize the near term costs and impact to customers while 

maintaining optimal flexibility for the future LNP construction. This 

methodology was used for each LLE PO item for the three potential paths, ( I )  

continue and store, (2) suspend and resume, and (3) cancel and re-negotiate. As I 

also testified in my March testimony, using our LLE PO disposition methodology 

we recommended IO senior management to pursue negotiations with the 

Consortium and its vendors to continue and store seven (7) LLE items and to 

suspend and resume seven (7) LLE items. Some of the “continue and store” 

recommendations were based on options limited to continue and store or cancel 

and re-negotiate by one vendor. Final LLE PO disposition decisions were made 

when negotiations were complete with the Consortium and its vendors. 

Not all decisions on the disposition of LLE items were made in 2010. The 

majority of the outstanding LLE information (excluding the final proposals on the 

-), that was needed for final disposition was provided from 

the Consortium to PEF on February 1,201 1. Following the receipt of that 

information, PEF completed its reviews and made its final determination of 

disposition of all outstanding equipment but one. 

8147812. I 15 
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What were the final LLE PO disposition decisions made by the Company? 

The LLE PO disposition negotiations are now complete for all but one of the LLE 

POs. PEF continues to negotiate suspend and resume terms with the Consortium 

and vendor for the -. Otherwise, as demonstrated in Exhibit 

No. - (JE-3) to my testimony, PEF successfully negotiated the disposition of 

LLE PO items with the Consortium and its vendors for thirteen ( I  3) of the 

fourteen (14) LLE POs consistent with PEF’s recommended decision to senior 

management. Change orders have either been executed or soon will be executed 

to implement PEF‘s LLE PO disposition decisions. 

Has the Company’s LLE PO disposition decisions had an impact on the LLE 

PO disposition costs? 

Yes. As I testified in March 201 1, the Company initially included = for the 

estimated LLE PO disposition costs in senior management presentations in early 

March 2010 that served as part ofthe basis for the Company’s decision to proceed 

with the LNP on a slower pace. This was a conservative estimate based on the 

estimated costs to continue or cancel the LLE POs for later re-negotiation. The 

Company included of this estimated cost in its actuakstimated 2010 cost 

estimates. The Company’s ability to identify a third option - suspend and resume 

- to  methodically identify recommended LLE PO dispositions, and to 

successfully negotiate the disposition of LLE POs consistent with the 

recommended disposition has reduced the estimated LLE PO disposition cost 

impact to PEF and its customers. 

16 
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The Company included approximately = in the 201 1 actuallestimated 

costs for LLE PO disposition (the actual/estirnated 201 0 LLE PO disposition costs 

were not incurred in 201 0). This estimate may change with resolution of the final 

LLE PO disposition; however, the cost for the ultimate disposition of all LLE POs 

will still be well below the Company’s initial estimate for the LLE PO disposition 

costs. These results depended on the Company implementing its LLE PO 

disposition methodology in Consortium and vendor LLE PO disposition 

negotiations. The ability to reasonably support the Company’s LLE PO 

disposition decisions directly contributed to the lower LLE PO disposition cost 

impact to PEF and its customen. 

You testified that PEF would be moving forward with an updated 

transmission study, can you also explain why that work is necessary? 

Yes. An updated transmission study is necessary because the state-wide 

transmission system that the LNP will connect with is not static, but instead 

changes with PEF and other electric utility resource and transmission system 

additions. The initial transmission study for the LNP was performed for the Levy 

units based on 2016 and 201 7 in-service dates. Now that the Levy units are 

expected to come on-line in 2021 and 2022, an updated transmission study must 

be performed to determine the transmission system impacts of the LNP given the 

later than originally planned in-service dates for Levy Units 1 and 2 and the 

changes in the state-wide transmission system. PEF will begin preparations for 

8747812.1 17 
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What were the results of the Company’s evaluation of the LNP this year? 

The Company determined that its current decision to proceed with the LNP on a 

slower pace by focusing work on obtaining the LNP COL remains the best 

decision for the Company and its customers at this time. An updated Integrated 

Project Plan (7PP’’) was presented to and approved by senior management on 

March 29,201 1. No fundamental change in the project or the LNP enterprise and 

project risks at this time compels a decision to accelerate or cancel the project. 

The near-term estimated capital costs to proceed with the LNP exceed the cost to 

cancel the project after the COL is obtained by approximately -. 

Exhibit No. - (JE-8) to my testimony. This additional cost to proceed with the 

LNP at this point, while significant, is not so substantial that it compels a change 

in the Company’s decision Without a fundamental change in the project or project 

enterprise risks that adversely affects the LNP. As a result, the Company 

determined that the best course at this time for the Company and its customers 

with respect to the LNP was to stay the course and proceed consistent with its 

decision last year to move forward with the project on a slower pace to reduce 

near-term capital costs and focus work on obtaining the LNP COL. 

‘11. JOINT OWNERSHIP. 

!. Does PEF continue to believe there are benefits to joint ownership in the 

LNY? 

Yes. PEF continues to believe that joint ownership in the LNF’ provides PEF and 

its customers the benefits of sharing the costs and risks of the LNP with other 

,_ 

31478 12. I 55 





Estimate Update: Cancellation Costs Post COLA 

Estimate Cancellation Post-COLA Receipt 

EPC Payments 
LLE Payments & WECSupport 
LLE PO Disposition Costs 
Transmission 
cow 
Wetland mitigation 
Other Owner's Cost 
Cancellation Fees 
Cancel lati on Costs 
LLE Final Payments 
Other EPC Costs 
Estimated Owner's Unwind Costs 

F l  I Forecast Estimate I Total ] 
2 0 u  20u 2014-19 I 2011-19 P ' P  

Illotes: 
(1) Dollars in millions; excluding AFUDC 
(2) Estimates based on refined cash flows and assumptions related to final LLE decisions 
(3) Cancellation fees i n c l u d e s m f o r  base EPC and =for Fuels Contract 

CONFIDENTIAL 
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Page 2 of 2 

Forecast 

2011 2012 2013 

Cost - Summary CapEx 2011-2013 

2011-13 

3-Yr Total 

~~ 

I Continue with EPC Amendment - partial suspension 

Estimate of Near-Term Costs 
EPC Payments 

LLE Payments & WEC Support 

LLE PO Disposition Costs 
Transmission 

COLA 
Wetland mitigation 

Other Owner's Cost 

Totals 

Notes: 
(1) Dollars in millions; excluding AFUDC 
- 
(2) Near-Term Costs reflect best available and/or negotiated LLE information, and reasonable estimates 

of Consortium costs 
CONFIDENTIAL 
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planned. This plan will result in the full increase of approximately 180 MWe for 

the CR3 plant when the EPU phase is completed and the plant is brought back on- 

line. PEF determined that this plan will provide PEF’s customers the most 

benefits from the additional fuel savings over the remaining operational life of the 

nuclear unit. 

Q. Have these LPT issues now been resolved? 

A. Yes. PEF resolved all LPT issues that arose as a result of the DC Cook event and 

the failed bunker spin test for the last row of turbine blades for the CR3 LPTs. 

PEF worked with its primary insurance carrier, the Nuclear Electric Insurance 

Limited rNEIL”), in the aftermath of the incident at DC Cook to assess the issues 

with respect to coverage for the LPTs and obtain partial coverage for the new 

LPTs. PEF further reached a resolution with Siemens to move forward with the 

installation of the LPTs as originally planned. This resolution resulted in an 

amended and restated Work Authorization that addressed, with respect to the prior 

LPT issues, the additional product assurances PEF required, supplemental 

insurance -, extended warranties, a new 

outage schedule window, and adjustments to payment milestones in order for PEF 

to proceed with installation of the planned LPTs during the next CR3 refueling 

18834457. I 20 
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PEF will, however, be paying approximately - more for the 

installation of the LPTs in the next refueling outage than the original contract 

value for the LPTs. The reason for this cost increase is that PEF is receiving more 

benefits under its renegotiated Work Authorization for the LPT- 

- PEF determined these additional 

contractual benefits were necessary to better ensure that the LPTs perform as 

planned in order to obtain the full fuel savings benefits from the power uprate. 

D. CR3 EPU License Amendment Request. 

Q. What Licensing Application work is currently planned for 2011 and 2012? 

A. For 201 1 and 201 2, these costs currently include work to prepare and submit the 

Company’s LAR to the NRC in support of the EPU for the CR3 Uprate and the 

work necessary to support the NRC’s review of the EPU LAR. The LAR is 

8834457.1 21 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

I I  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

REDACTEr 

increases in the work scope for the EPU and, thus, increased costs for the EPU 

phase. 

The principal example is the ICCMS that I have discussed in detail above. 

PEF’s current, proposed analog instrumentation system for the ICCMS to 

implement the FCS was developed in response to the NRC’s evolving guidance 

regarding the licensing of digital instrumentation modifications. As I have 

described, this evolution increased the complexity and uncertainty with respect to 

licensing digital instrumentation modifications. The ICCMS analog 

instrumentation system for the activation of the FCS is a significant increase in 

the work scope for the EPU project. I explained to the Commission last year that 

this modification was going to affect the project cost although I did not know at 

the time what that impact was going to be. After completing the design and 

engineering specifications for the RFP for this system, and receiving and 

evaluating the W P  responses, the Company has selected a proposal and 

proceeded with the EC for this scope change. This scope change is described in 

EC76340, which is summarized in Exhibit No. - (JF-I) to my testimony. This 

EPU scope change alone has increased the project cost estimate by approximately 

-. 

change represents about - of the total project cost increase. 

Exhibit No. - (JF-3) to my testimony. This EPU scope 
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