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Q. 

A. 

Q. 

A. 

16446 183. I 

place until November, I assumed responsibility for much of this work in 

June of 2009. 

Please summarize your educational background and work experience. 

I have BA degrees in both Economics and Accounting from North 

Carolina State University, and a Masters in Business Administration from 

East Carolina University. I am licensed as a Certified Public Accountant 

in the State of North Carolina. I have been with Progress Energy - and 

formerly Carolina Power & Light - for nearly 23 years. I have held 

various accounting, business management and support services roles in 

several departments in the Company, including Treasury, Accounting, 

Nuclear Generation, Energy Delivery and Plant Construction. I have been 

a manager in the Company since 1995. Prior to joining the Company, I 

spent five years in public accounting, holding staff positions in both a 

local firm and a 'Big 8' firm. 

11. PURPOSE AND SUMMARY OF TESTIMONY 

What is the purpose of your direct testimony? 

My direct testimony supports the Company's request for cost recovery and 

a prudence determination, pursuant to the Nuclear Cost Recovery Rule, fol 

its Levy Nuclear Project ("LNP") costs incurred from January 2009 

through December 2009. Overall, LNP costs were = less than PEF's 

estimated projection costs for 2009. I will also explain the major variances 
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Preconstruction costs in the categories of License Application, 

Engineering, Design and Procurement, and On-Site Construction 

Facilities. 

Q. 

A. 

Q. 

A. 

I64461 83.1 

For the License Application costs, please identify what those costs are 

and why the Company had to incur them. 

As reflected on line 3 of Schedule T-6.2, the Company incurred License 

Application costs of $26.4M. Costs incurred related to: 

(i) the completion of Revision 1 to the Levy COLA, which was submitted 

to the NRC on October 2, 2009, 

(ii) support for the Site Certification hearings, 

(iii) completion of SCA Conditions of Certification, 

(iv) completion of a conceptual Environmental Mitigation Plan, 

(v) responses to contentions filed and admitted in the LNP NRC COLA 

proceedings, 

(vi) responses to regulatory agency RAIs related to the SCA and COLA, 

and 

(vii) support for Nustart licensing activities associated with the APlOOO 

DCD and R-COLA. 

For the Engineering, Design and Procurement costs, please identify 

what those costs are and why the Company had to incur them. 

As reflected on line 4 of Schedule T-6.2, the Company incurred 

Engineering, Design, and Procurement costs of - in 2009. The 



I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

REDACTEC 

majority of these costs were incurred pursuant to the terms of the 

Engineering, Procurement & Construction (“EPC”) agreement. The 

Company executed the EPC agreement with Westinghouse and Shaw 

Stone & Webster (the “Consortium”) on December 3 1,2008. In the 2009 

NCRC docket, the Commission determined that the timing of PEF’s 

decision to execute the EPC agreement when it did was reasonable. Upon 

executing the EPC agreement, - 
In late January 2009, the NRC determined that the Company’s 

Limited Work Authorization (“LWA”) would be reviewed on the same 

schedule as the Company’s COLA for the LNP precluding issuance of the 

LWA prior to COL issuance. This determination was reflected in the LNE 

review schedule the NRC issued in late February 2009. The result of this 

determination was a minimum 20 month shift in the LNP schedule. 

Discussions with the NRC did not yield a different result or sufficient 

modification and, as a result, the Company withdrew its LWA application 

PEF formally notified the Consortium on April 30,2009 of the change 
8 
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pursuant to the contract and requested schedule analyses for potential 

amendment of the EPC agreement. During the January through April 

2009 time period PEF incurred approximately =pursuant to the EPC 

contract for progress payments, long lead equipment, and other associated 

contractual work. 

The Consortium formally responded to PEF’s notice o f  change 

request in August 2009. From May through August 2009 when PEF 

received the Consortium’s response, PEF and the Consortium analyzed the 

impacts of the schedule shift in 2009 on the LNP work, deferring 

engineering and the majority of certain procurement activities and project 

staffing where economical, while continuing the necessary support work 

for the SCA, the COLA, and the APlOOO design certification. As a result, 

PEF continued to make certain payments totaling approximately = for 

the LNP work under the EPC contract during this period. 

The Consortium’s formal response to PEF’s notice of change 

request included schedule shift analyses for negotiations between PEF and 

the Consortium. From late August through October, PEF analyzed and 

evaluated the schedule shift proposals and, based on that evaluation, PEF 

requested additional schedule analysis impacts ffom the Consortium. 

From September through the end of the year, PEF incurred about = 
for the LNP under the EPC agreement. These costs were necessary for the 

LNP for milestone payments on long lead equipment, engineering and 

design work, and associated project management and development, 

9 
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Q. 

A. 

Q. 

A. 

164461 83.1 

For the On-Site Construction Facilities costs reflected on Schedule T- 

6, please identify what those costs are and why the Company had to 

incur them. 

As reflected on line 7 of Schedule T-6.2, the Company incurred On-Site 

Construction Facilities costs of ($274K). PEF recorded the On-Site 

Construction Facility credit to transfer costs associated with a construction 

trailer and related computer equipment and furniture to the Crystal River 

Extended Power Uprate (“EPU”). These assets were originally to be used 

for the LNP, but after a reorganization of the Nuclear Generation Group in 

early 2009, they were transferred for utilization by the Crystal River EPU 

personnel. 

How did actual capital expenditures for January 2009 through 

December 2009 compare to PEF’s estimated/actual projection costs 

for 2009? 

Overall, total LNP costs were =less than PEF’s estimated projection 

costs for 2009. 

are provided below. 

The reasons for the major (more than $1 .OM) variances 
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License Application: 

License Application capital expenditures were $26.6M, which was 

$12.4M lower than the estimatedactual projection. This variance is 

primarily driven by lower than anticipated project scope change requests 

related to required field work associated with RAI responses for 

geotechnical and hydrological NRC requests and lower than expected 

legal expenses and NRC fees. 

Engineering, Design & Procurement: 

As discussed, Engineering, Design & Procurement capital expenditures 

were -, which was = higher than the estimatedactual 

projection. The Company’s original estimate of this work was based on 

initial efforts to determine the impact in 2009 resulting from the minimum 

20-month schedule shift as a result of the NRC LWA determination. This 

variance is driven by the completion of material orders for long-lead item 

work in process by the Consortium before the schedule shift that was not 

anticipated in the Company’s estimate of actualiestimated 2009 costs. 

IV. O&M COSTS lNCURRED IN 2009 FOR LEVY NUCLEAR PLANT 

Q. 

A. 

M46183.1 

Did the Company incur any Operation & Maintenance (O&M) costs 

for the Levy Nuclear Plant in 2009? 

Yes, as reflected on Schedule T-4, the Company incurred O&M 

expenditures in the amount of $4SM related to internal labor and 

expenses, legal costs, the NuStart Energy Development LLC program, anc 
11 
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REDACTED 

2009, Progress Energy Senior Management approved an interim IPP 

update for the LNP effective through March I, 2010. The interim IPP 

approves work scope fimding to support COLA, SCA Conditions of 

Certification, strategic land purchases, and continued EPC negotiations, 

which analyze potential schedule revisions to amend the EPC contract. 

Also, in June 2009, management approved the Levy Program Governance 

Policy to establish a sound governance framework with well-defined roles 

and responsibilities designed to enable timely decision making and ensure 

rigorous project execution and control. This procedure was revised in 

2009 to incorporate updates in the areas of quality and nuclear safety. 

The Records Management System (“RMS”) is also used to manage 

the documents associated with the LNP generation work. To maintain 

control over the COLA and related work, baseline schedules were 

completed for projects contained in the program. 

Nuclear Plant Development (“NPD) continues to work under 

Nuclear Generation Group (“NGG”) and Corporate procedures, as 

applicable. In 2009, PEF developed and issued multiple EPC procedures, 

including, Consortium Sub-contracting, Contract Change Control, and 

Invoice Analysis & Processing. Additional EPC procedures will be issued 

as the project moves forward. These EPC procedures, along with pending 

Consortium Project Execution Plans, will be in place to help ensure that 

effective contractor engagement and oversight is implemented and that all 

project related activities are performed safely and effectively to achieve 

goals and objectives. The Company also employs rigorous corrective 
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111. CAPITAL COSTS INCURRED IN 2009 FOR LEVY NUCLEAR PLANT 

Q. 

A. 

Q. 

A. 

What are the total costs PEF incurred for the LNP during the period 

January 2009 through December 2009? 

Total preconstruction capital expenditures, excluding carrying costs, were = 
=, as shown on Schedule T-6.2, Line 8 and 21. Total construction capital 

expenditures, excluding carrying costs, were $3.5 million, as shown on Schedule 

T-6.3, Line 10 and 25. 

How did actual Preconstrnction Generation capital expenditures for 

January 2009 through December 2009 compare with PEF’s estimatedlactual 

projections for 2009? 

Schedule T-6B.2, Line 6 shows that total preconstruction Generation project 

costs were -, or - lower than projected. By cost 

category, major cost variances between PEF’s projected and actual 2009 

preconstruction LNP Generation project costs are as follows: 

License Application: Capital expenditures for License Application activities 

were $26.4 million or $12.4 million lower than projected. As explained in the 

testimony of Sue Hardison, this variance is primarily attributable to lower than 

anticipated project scope change requests. 

Engineering & Design: Capital expenditures for Engineering & Design 

activities were - higher than projected. As 

explained in the testimony of Sue Hardison, this variance is attributable to long- 

- 

644631 6. I 
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L E W  COUNTY UNlLS I a2 
Sile SdeCllOR PrecohSWCUOn COS*. and CaWilna CDllS On ConSlNCtion Cost Baianss 

Sdeduie T-6.2 Fi lu i  T N M ~  Filing: PrecOnlWE1tDn Category. Monlhly Capltai AddiliOnsfExpenditures 

REDACTED 1255.0423 (5)(c]l.a..F.A..C.] EXPLANATION Pmvide the mnlhty pian1 addillon$ by mbr tasks performed Mthin Preconriruciion category for the year. 
Ail Preconrlrudion COSIE atso induded In Site Selection costs or Con~lru~tion cor% msl be identified. 
Lis1 generalion related expenses separate fromlranrdrrion related expenses. 

[25-6.0423 (2)1g),FA..C.j 
1256.0423 (5l(a).FA..C.l 
12560423 (S)(d].F.A..C.I COMPANY 

DOCKET NO,: 
Progress Enemy - FL 

10WO9-Ei 
Far Year Ended: 12i3142009 

(AI I61 (C) ID1 IEI (Fl (GI IH) 
Beginning Actual Actual Amai Aciuai Actuai Actual 6 Month tine 

No. Descnpiian Balance January February March Apni MBY June Total Additions 

1 -ion Ad dilions: 
2-&m#Jm 
3 License Application 
4 Engineedng, Design h P r o c u e m i  
5 Permitting 
6 Clearing, Grading. and Excavation 
7 On-Site Conrlrudion Fadlilies 
6 Tdal System Generalion Pmnstrudion Cos1 Additions [Note 11 

9 Adturlrnentp; 
10 Noncash Accruals 
11 JoinlOvnerCredii 
12 Other 
13 

14 Jurisdictional Fano, 

15 Jurisdictional Generation PreCOnstNclion Capiiai Additions 

Adiusied SySlern Generation Prec~nelruclion Cor1 Additions [Nale 21 

16 Tranrmraon. j . .  

17 Line Engineenng 
I 6  Subsiaiion Engineenng 
19 ciearina 
20 Other 
21 

22 Adturlrnenti; 
23 NOnCBshhruais 
24 JOini Owner Credit 
25 Other 
26 

27 Jutisdictionai Factor 

26 Jutisdidbnai TransmiSri~ Preconsl~~l ion Capital Additions 

29 TOM JudSdidIonai Preconslrudion Cos1 Additions 

Total System Transm'rsion Preconslruction Cod Additions [Note 11 

Adjuolad Sy5tem TranSnUSSion P r e ~ o n s t ~ ~ l i o n  -si Additions [Note 2) 

(Liner15+28) 

0 " 0 0 0 0 0 
0 0 0 0 0 167.330 4z7 >?" 

0.93753 0.93753 0.93753 0.93753 0.93753 0.93753 0.93753 0.93753 

$2,935,350 1341.169 1114.606 1507.940 $462,177 $203.390 $244.686 $1,893,966 
1,157.997 230.402 146,1351 299,952 323.960 155.687 209.654 1.171.540 

2.703.891 273,696 797.144 461,352 132.044 644.465 316,170 2.925.091 
16.797.236 $645,467 1863.615 11,269,244 51,238,201 51,003,562 $770.510 55,990,599 

0 0 0 0 0 0 0 0 

$2,935,350 1341.169 1114.606 1507.940 $462,177 $203.390 $244.686 $1,893,966 
1,157.997 230.402 146,1351 299,952 323.960 155.687 209.654 1.171.540 " " 

2.925.091 
16.797.236 $645,467 1863.615 11,269,244 51,238,201 51,003,562 $770.510 55,990,599 
2.703.891 273,696 797.144 461,352 132.044 644.465 316,170 

151,236,616) (15.4391 $117,645 ($320,0371 (1565,910) $514.266 $102.370 1$156.105) 
0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 

$5,560,622 $640.026 $961,260 $949.207 1671.291 11,517,630 $672.680 $5,692,494 

0.70597 0.70597 0.70597 0.70597 0.70597 0.70597 0.70591 0.70597 

13,925,632 1593,034 $692.740 $670,1t1 5473.911 51,071,542 $616.227 14,117,566 

$120,503,023 17,326,182 539,004,611 572,753,313 18,607,604 $45345,059 $2,674,474 $175,911,642 - 

Note I :  Line5 6 and 21 represet capital expenditures On an a m a i  basis. gross of joint M e r  billings and exclude AFUOC. 
Note 2 Lines 13 and 26 represent capital expenditures on B Sash basil, net ofjoint m e r  billings. 

EXHIBIT WG-1 
Page 26 Of 56 
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LEVY COUNTY UNiTS 1 8 2 
Site Selection. Presonrlruslion Coils. and Carrying Core on Construction Cost Balance 

Schedule Tb0.2 Final True-up Filing: Preconrlruslion Calegory - Variance in Addil lonr and Expenditures 

EXPLANATION: Provide variame expianations cornparimthe anma1 syslemtotai expendiiures shown on ScheduleTb.2 with the expenditures 
appmved by the Commission on Schedule AE-8. L in  the Generation expenses separate fmm Transmission in the same order 
appearing on Schedule T8.2. This rcheduie is not required if Schedule T4.2  is not filed. 

125-6.0423 (5](c)l.a..F.A..CJ 
[25-6.0423 (2](g),F.A..C.j 
[258.0423 (5)(a].F.A..C.l 

COMPANY: REDACTED (25-6.0423 (8](d),F.A..C.j 

DOCKET NO.: 
Pmgress Enemy - FL 

100009-Ei 
For Year Ended 120112009 

Premnrtructian (AI (6) (C) iD1 
Line Major Task & Description System System Variance 
NO. br amunte on ScheduleT8.2 EIiimatedlAduai FiMi Amount Explanation 

Generation: 
1 License Application 

2 Engineering, Design. a Pmcurement 

3 Permining 
4 Clearing, Grading and Excavation 
5 On-Site Construction Faciiilier 
6 Total Generation Cost. 

TrallSrniSSlOn: 
7 Line Engineering 

8 . Substation Engineering 

9 Clearing 
I O  Other 
11 Total TranSmiSSion Costs 

$38,789,106 $28,408,810 ($12.382.298) This variance is primarily driven by i w e r  than anticipated pmjeci scope change requests related to required 
field wok assodaled With MI responses for geotechnicai and hydmiogiml NRC reque~ts and iowerthan 
expected legal expenses and NRC fees. 
This variance war primarily driven by long lead %em Work in progres6 before the Schedule Shin occurred that 
we9 not anticipated in the EOllmatedlARUai filing. 

0 0 0 
167,330 0 (187.330) 

$6,131.41 1 $3.501.699 ($2,629,712) Variance driven primarily by the May 2009 shill in the Levy Project schedule by no less than 20 months. This 
schedule shin resulted in a change in project scope and resequencing Of iine engineering activities and 
project staffing requirements. Engineering wok war also deferred lo align With schedule activiiylefiennemeni 
and coordination withthe planned completion of envimnmental licensing activities. This reBUlted in iwer  
than pmjeded wsls. 

Schedule shin resulted in expected engineering work and project staffing requiremenls to support work an 
the Levy Plant administrative substations and other existing Substatims to be esequemed. Expenditures 
were also deferred to align with schedule activitylrefinemeotr and wordination With the pianned cornpietion 
Of envimnmental licensing activitie~. This resulted in lower than praieded C O E ~ S .  

5,220,526 2,638,838 (2,581,686) Variance driven primarily by the May 2009 shill in the Levy Pmject schedule by no less than 20 months. This 

8,853 0 (8.853) 

$16.01 1,973 $1 1.010.657 ($5.001.3f6] 
4,851,183 4,870,120 218,937 

EXHiBiT WG-1 
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Year End 2006 through Vel, End 2009 
Levy Nuclear UnU1 and 2 

Capital Spend (Acvual BaslsJ 
(I" OOllarsJ 

Der c O p 1 i o n 

SI,. Selecllan: 
3msmurc 
License application 
Enginssdng, Derlgn, 8 Prowremen1 
Permlning 
C l e a O q  Gmding and ExcaYaUon 
On-Site CDn~t~ i c l im  Facilities 
Total Omemlion Sit. Selesllon 

- 

Tmn8mlslioR: 
Line Engineedng 
Substation Engineedng 
Clearing 
Other 
Total Tnnambrlon Sits SlleCllDn 

TmnSmlrrloo: 
tine Enginesnno 
Substation Enginssting 
Ciaa"g 
Other 
Total TransmissIan PnConrtructlOn 

TnnrmlSrlon; 
Line EqineeOnO 
Sulfation Enginssdng 
Rsal Esbb ACquiriUon 
Line Co".lruelion 
suDS,a,ion co"slruc6o" 
Other 
Total Tmnrmlnlm COnltlYCLlon 

REDACTED 

End of 
Acluai Actual Acluai Achlai PeOod 
2006 2007 2006 2009 Tofai 

$2,848,210 $20,536.688 $8,417,338 
0 0 0 

n 0 

$0 131,803,446 
0 0 
0 0 

0 0 0 0 0 
0 0 0 0 0 

$2,849,210 $20,538,808 58,417,338 $0 531,803,146 

0 1,511,538 
0 171.433 

666,950 
21.880 

0 2,178,488 
0 183.293 

0 0 0 0 0 
0 1,348,038 0 865.018 482.023 

$0 $2,548,987 $1,170,633 50 $3,710,820 

0 0 24,061,134 28,406,810 51.357.944 

0 0 0 0 
0 0 0 0 0 

0 0 110,684,010 - 
0 0 2,035,350 3,501,688 6,437,049 

1,157,807 2,838,838 3,796,635 0 0 
0 0 0 0 0 
0 0 2,703,881 4.870.120 7.574.011 
$0 $0 $8,797,238 $11,010,857 517,807,885 

0 52,330,258 
0 0 

(1 15.7MJ 101,702 52,516,267 
0 0 0 

0 0 0 0 0 
0 0 0 0 0 
0 0 16.981 0 18,081 
0 0 0 0 0 
0 0 0 0 0 

1$98.783) 1101.782 $52,533,268 $0 $52,530,259 

0 0 0 
0 0 0 
0 8,841,125 2,984,450 
0 0 0 

0 

0 0 
59.000 58,000 

1.783.886 13,719,871 

836.615 038.615 
0 0 110.780, 570.758 659.978 

$0 $8,841,425 $2,083,670 $3.352.368 $13,277,484 

Total CapltaI Spend Generation and Tnnrmirrian 

EXHIBIT WG-1 
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