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P R O C E E D I N G S  

CHAIRMAN CARTER: Good morning to one and all. We'll 

:all this agenda -- actually call this hearing to order. But 

iefore we do, just as a, for the sake of honor and tribute to 

)ur friends and neighbors, you know, this is the seventh 

inniversary of 9/11, and the Governor has issued a 

)roclamation, all our flags are at half-mast, as well as asked 

ior a moment of silence. And they've done the official one 

ilready this morning, but since we're here and this is the 

:irst meeting for us today, I would ask us if we would just 

:ake a moment of silence in honor of our friends and neighbors. 

. .  

(Moment of silence observed.) 

Thank you. I think everyone in this room realizes 

ind recognizes where they were on that fateful day. And it's 

rought out the worst in mankind, but also our response to it 

;howed that we are better as a, as a nation, we are better 

)eople, and since that day we've come together even better as a 

lation. E pluribus unum, out of many, one. 

So, Commissioners, thank you for this opportunity to 

Lonor the tribute of so many of our brave brothers and sisters 

rho paid the ultimate price for our democracy and those that 

ire still on the lines, in the front lines now doing that. 

So with that, we'll begin our hearing. I'll call the 

iearing to order and ask staff to read the notice. 

MS. BENNETT: Mr. Chairman, Commissioners,. pursuant 

FLORIDA PUBLIC SERVICE COMMISSION 
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.o notice duly given, this date, time and place has been 

icheduled for the nuclear cost recovery clause proceeding, 

locket Number 080009. 

CHAIRMAN CARTER: Thank you. Staff, are there any 

meliminary matters? 

MS. BENNETT: Yes, Chairman Carter, there are several 

meliminary matters. The first item, and I don't believe I had 

ientioned this to you before, but we probably need to take 

ippearances . 
CHAIRMAN CARTER: You mean people want to appear for 

his? Okay. Let's just, let's take an appearance, take 

lppearances for the parties. You know, I was in the middle of 

,aying preliminary matters. I started to stay plenary, you 

mow, like the beginning session. So let's take appearances of 

he parties. 

I think, Mr. Anderson, you're up first. Good 

iorning . 
MR. ANDERSON: Good morning, Chairman Carter. I'd 

ike to enter the appearances on behalf of Florida -- I'm 

orry . 
CHAIRMAN CARTER: That's okay. It's that kind of 

lay. 

MR. ANDERSON: It is. And I appreciate your 

eflection this morning. I know that's on all our minds. 

Enter the appearances of Florida Power & Light 

FLORIDA PUBLIC SERVICE COMMISSION 
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Yompany, Bryan Anderson, my colleague Carla Pettus, 

'-E-T-T-u-S, Jessica Cano. 

MR. BREW: Good morning, Commissioners. I am James 

lrew with the firm of Brickfield, Burchette, Ritts & Stone for 

'CS Phosphate. And I'd also like to note the appearance of 

'. Alvin Taylor. Thank you. 

MR. McWHIRTER: My name is John McWhirter appearing 

)n behalf of the Florida Industrial Power Users Group. My 

iddress and firm is listed in the pleadings. 

MR. TWOMEY: Good morning, Mr. Chairman, 

Yommissioners. Mike Twomey on behalf of AARP. 

MR. McGLOTHLIN: Good morning. My name is Joe 

IcGlothlin with the Office of Public Counsel. I'd like to 

nter the appearances of J.R. Kelly, Public Counsel, and Steve 

lurgess as well. We represent the citizens of the State of 

'lorida. 

MR. TRIPLETT: Good morning. I'm Dianne Triplett 

jrom the Law Firm of Carlton Fields on behalf of Progress 

:nergy Florida. And with me also is John Burnett on behalf of 

'rogress Energy. 

MS. BENNETT: And Lisa Bennett and Keino Young for 

:he Public Service Commission. 

CHAIRMAN CARTER: Okay. Did we get all the parties? 

'hank you. Now I suppose we're ready for preliminary matters. 

Staff, you're recognized. 

FLORIDA PUBLIC SERVICE COMMISSION 
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MS. BENNETT: FIPUG has filed a motion to reconsider 

:he Prehearing Officer's exclusion of FIPUG's Issue 1E from the 

'rehearing Order. 

Issue, proposed Issue 1E from FIPUG read as follows: 

'What is the appropriate procedure to reduce and refund NPCR 

:harges to retail customers when a utility sells a portion of a 

iuclear unit to a municipality or other investor-owned 

itility?" Progress Energy has filed a response to FIPUG's 

10 t ion. 

Staff would suggest that the parties may want to 

iddress the Commission, and if that is your desire, FIPUG would 

)e the first to appear and then Progress Energy. 

CHAIRMAN CARTER: Let me do this first. Who, other 

:han FIPUG, who's, who's going to be speaking in support of 

TPUG's motion other than FIPUG? I'm just trying to, so I can 

illocate the amount of time we want to -- Mr. Brew, you'll be 

;peaking? 

M R .  BREW: Mr. Chairman, PCS Phosphate supports 

PIPUG'S motions, but I don't plan on adding anything further to 

:he argument. 

CHAIRMAN CARTER: Okay. And I know that Progress 

Znergy will be opposing the motion. Who along with Progress 

Till be opposing the motion? 

MR. McGLOTHLIN: Mr. Chairman, I'm not opposed, but 

luring the Prehearing Conference OPC supported FIPUG, and I'll 

FLORIDA PUBLIC SERVICE COMMISSION 
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indicate our support for the inclusion of the issue as well. 

MR. TWOMEY: Mr. Chairman, AARP would do the same. 

iVe don't need to speak to it. 

CHAIRMAN CARTER: 

What we'll do, Commissioners, we'll take five minutes 

Thank you very kindly. 

per side. 

Mr. Mcwhirter, you've got five minutes, 

Mr. McWhirter. 

MR. McWHIRTER: Okay, Mr. Chairman. Duly noted. 

You'll see the theme of the FIPUG presentation during 

these proceedings is the idea of rate shock and the idea of 

having current customers pay for capacity that is 51 percent 

greater, creates a reserve margin 57 percent greater than their 

current demand. And what I do in my motion is suggest to you 

that the Legislature has passed this law that you've got to 

follow, and it requires you to put the nuclear plants through 

the power plant cost, Nuclear Power Plant Cost Recovery Act. 

But I'm suggesting to you that you are, in fact, an 

3rm of the Legislature, you're a body of the Legislature, and 

you're going to interpret this law and you have interpreted it 

s o  far in your rule. But when the law was passed, when the 

rule was passed, nobody had any idea about the magnitude of the 

noney involved. In this case, Progress Energy is asking for 

$419 million, and when you mark that up for income tax, it's 

$470 million. 

FLORIDA PUBLIC SERVICE COMMISSION 
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And so the purpose of my motion is to suggest an 

tlternative that might provide some relief for consumers. And 

.he alternative is that you give a specific directive to 

'lorida Progress to go out and market this plant. And I've 

ittached to my motion two exhibits that I wish you to take 

tdministrative notice of. The first is it shows that when this 

)lant comes online in 2017 there will be a reserve margin of 

1 3  percent, which is far in excess of the needs of customers. 

md, in fact, as I said a minute ago, for current customers 

.hat are here today it's 57 percent greater than their demand. 

;o customers are being asked to pay for a plant not only under 

.he new regimen of paying for it before it becomes in used and 

iseful service, which has been the criteria for years and 

rears, but now pay for it before it's built and pay for far 

lore than you need. 

Now I'm addressing something that you addressed in 

'our need proceedings, and in those need proceedings you 

letermined that it was appropriate for this plant. But I would 

iuggest to you that the need that came up in the need 

roceedings, as I recall it, is that the plant would be needed 

iometime after 2 0 2 1  or 2 0 2 5 .  So that's really a load to put on 

:urrent customers. And as a consequence, I suggest that you do 

iomething the Commission did with Tampa Electric Company a 

lumber of years ago, and that is tell them to go out and sell 

)art of this plant. 
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My Exhibit 2 is a newspaper article, and it says, 

JEA is negotiating with Georgia Power and it's going to buy 

06 megawatts." If you use the price per megawatt of, of 

'rogress Energy, it's an average of $6 million a megawatt, and 

'ou multiply that by 206 megawatts, if they would just sell 

his plant, a portion of this plant to JEA and instead of 

etting JEA go north to Georgia, what we would have is Florida 

#ustomers would be getting the benefit of Florida electricity 

nd the Progress Energy customers would save $1.2 billion. And 

o me that makes a lot of sense as a way to achieve what the 

egislature wanted to in its legislation and what you want to 

lo in your rule in order to share the cost of nuclear power. 

'he nuclear power is for the state as a whole, not just for the 

ustomers of Progress Energy. Many of us won't even be alive 

(hen that happens. So I suggest to you -- y'all will be alive, 

tuut some of us older ones might not be. 

I would suggest to you most respectfully that you at 

east consider this issue. What the Prehearing Conference, 

fficer has done is said you can't even talk about it because 

'm taking it out of the issues, policy issues that you can 

ddress, and that to me is a very serious problem. YOU ought 

o talk about it, you ought to think about it and you ought to 

ave every opportunity you can to do something for the benefit 

f consumers. 

Thank you. I hope that's less than five minutes. 
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CHAIRMAN CARTER: Right, right on the money, 

4r. McWhirter. I'm impressed. We'll wait until after that. 

MR. TRIPLETT: Thank you, Chairman. 

CHAIRMAN CARTER: MS. Triplett, you're recognized. 

M R .  TRIPLETT: Thank you. First, we would just point 

)ut that Mr. -- FIPUG's motion fails to meet the strict 

standard that this Commission must find is met for considering, 

)n the motion for reconsideration. He has pointed to no fact 

)r, or law that the Prehearing Officer failed to consider 

iuring her ruling on the issue. 

But even assuming that you were to find that the 

standard was to be met and that the motion was proper, we, we 

;till feel that the, the motion must fail for several reasons 

rhich we put into our response to the motion, but I'm just 

roing to touch on a couple of the big ones. 

The first thing is that Mr. McWhirter pointed out 

:hat this Commission considered Progress Energy's need for the 

.evy Units just last month issuing an order. And reading from 

:hat order, which is PSC-080518, first, "PEF demonstrated a 

-eliability need for additional baseload capacity by 2016." So 

lis motion is in essence a collateral attack on your prior 

Brder . 
It also is a collateral attack on the wisdom of the 

'lorida Legislature in passing the nuclear cost recovery 

itatute. He is asking the, this Commission to step outside the 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1 2  

1 3  

1 4  

15  

16 

1 7  

1 8  

1 9  

20  

2 1  

22 

23 

24  

25  

15 

Iounds of their, of your legislative authority and provide for 

:ost sharing that's just not found in that, in that statute. 

In addition, he cites to the TECO order in which the 

:ommission basically allowed for TECO's base rates to be 

lecreased by a particular amount because of sales that TECO had 

inder a contract to FPL. That is completely distinguishable 

From this proceeding because we don't have a contract. We 

vould be completely speculating as to what percentage or what 

nechanism would be appropriate to, to basically be reduced for 

:ost recovery in this proceeding. 

In addition, the TECO case, it was clear that TECO 

lad excess capacity when its generating unit went online. And 

:his -- again, we have a need for these units in 2016 .  S o  

:here is no precedent for the Commission to do what the motion 

isks it to do, so we would ask that the motion be denied. 

Chank you. 

CHAIRMAN CARTER: Thank you. 

Commissioner Argenziano, you're recognized. 

COMMISSIONER ARGENZIANO: Well, Mr. Chair, it's 

.nteresting because Mr. McWhirter said a couple of things that 

1 was going to open up with before anybody spoke. Because I 

:now you all are getting a lot of, I won't say constituent, 

:onsumer e-mails, phone calls, there's letters in the editor, 

:o the editor everywhere, and yet we have a need and we know we 

lave a need for energy in the future. 
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But what Mr. McWhirter said is, is true, it is a 

shock for the consumer. And I've said it here before, I just 

3on't know how much more the consumer can take. That's not the 

fault of Progress Energy or anybody else trying to meet the 

needs of the state. But at the same time I guess I want to let 

the consumers know who are watching, because Mr. McWhirter did 

say it, that we are mandated by the Legislature. I mean, we 

have, we have consumers out there screaming at us saying, "How 

dare you allow these costs?" And I don't think the media has, 

has informed the consumers of the state that the Legislature 

has decided that that's what we're going to do. And as 

Mr. McWhirter said, we are mandated. 

I don't -- and I, and I do have a problem -- I see, 

what I see, Mr. McWhirter, is you pointed to what you believe 

is precedent, and then Progress Energy just told me that it's 

not exactly the same and it may not be precedent because of 

certain things that are missing, contracts and so on and so on. 

What I'm looking at is what the statute tells me to 

do. I'm trying to figure out how to alleviate that pain, that 

shock because I really don't know how people can afford 

anything anymore between water and gas and electric and 

everything else. And what I see is that I have to allow these 

recoveries that have to -- the only leeway I have is prudency 

and making sure that there are prudent expenditures and prudent 

costs, and then maybe going into what's preconstruction, what's 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

1 9  

2 0  

2 1  

22 

23 

2 4  

25 

17 

not, things like that, which I'm waiting to hear from OPC and 

3thers their opinions on it. 

But I don't know how you feel we have the authority, 

given what especially the new legislation says. 

there hear: You need to talk to your senator and your 

representative because they told us this is what we shall do. 

Uhere do you see the leeway for us to tell a company that they 

have to market to somebody? I mean, I'm looking for it. I 

can't find it. 

And people out 

MR. McWHIRTER: I'm glad you asked that question, 

Commissioner. 

Before the 1885 Constitution the Legislature granted 

divorces and they figured that was a lot to undertake and so 

they turned that function over to the courts. They also 

determined that the Railroad Commission, which is your 

predecessor, had to deal with complex factual issues that you 

couldn't deal with effectively during a legislative session, 

during the press of business when you're dealing with policy 

matters, so it created this agency. And you're what -- and 

lawyers talk about the homestead exemption as a legal 

chameleon. I think of you as a governmental chameleon. You're 

part legislative, you're part judicial and you're part 

administrative. You make administrative policy, important 

policy with respect to the industries that you regulate. You 

adjudicate facts. And besides that, you help the' Legislature 
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in developing its policy. 

The presentation when this law was passed that was 

nade to the Legislature by Progress Energy was that there would 

be a rate increase in 2012, if I recall, that would be 

somewhere around $185 million, and that was right before the 

uprate came online. 

Well, what happened after that legislation was 

passed, the utilities got very excited and they went out and 

built more than anybody ever thought about. And here we are in 

2009 and the amount of money being requested is not 

$185 million, it's -- 

COMMISSIONER ARGENZIANO: I'm not hearing that 

leeway. I think, Mr. Chairman, if I can. 

CHAIRMAN CARTER: Yes. 

COMMISSIONER ARGENZIANO: I think -- I know what 

you're trying to tell me, but what I'm trying to find is where 

30 you see -- because as a past legislator I can tell you that 

the Legislature would probably smack us silly if we start 

xeating policy. 

M R .  McWHIRTER: Well, I think the Legislature is 

3oing to be very upset when it finds out the rate impact 

they've had on the people. And I think what they would like 

for you to do is to give them a way to do this in a fashion 

that protects the utility. And we want to protect the utility 

snd also protect the consumers. And I think they would welcome 
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four participation because -- 

COMMISSIONER ARGENZIANO: Okay. I appreciate that. 

I disagree. I served with some of the legislators, and if they 

say this is what -- they have to come to understand through 

their constituents, I think, that that may not be what their 

zonstituents expected of them and they have to explain that. 

What I'm trying to get is I don't see wiggle room. I 

clon't see where the statute allows me to look at anything else 

Dther than prudency. And I guess I'm trying to get that 

nessage out to consumers of the State of Florida that, you 

know, we are the Public Service Commission. With all due 

respect, I wish that I could find that wiggle room in what 

you're telling me. 1 may agree with you 100 percent, I may 

not, but I'm looking at it purely statutorily. "Shall" doesn't 

nean I can, I can deviate because it's the right thing or maybe 

the thing we need to do. 

MR. McWHIRTER: I think you have the wiggle room in 

the fact that you establish administrative policy. The Tampa 

Electric case, there was an existing contract. Dianne was very 

gracious. She didn't point out the fact that when I said there 

das a federal law that compelled municipalities to take 

10 percent, she said she couldn't find that federal law I was 

talking about. Well, there isn't a federal law that requires 

utilities to sell 10 percent of their nuclear capacity to 

nunicipalities like there is for hydropower. 
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The federal law, as it came into effect in this 

situation, was back in the ' 7 0 s  when the CR3 was first built. 

Progress Energy said it was on the verge of bankruptcy if it 

didn't get help, and it went out and used that program to sell 

part of its plant to municipalities. 

When St. Lucie was built in, around 1996, I believe, 

&hat happened was the municipalities sued Florida Power & Light 

under the Sherman Antitrust Act and said you're about to 

nonopolize the wholesale market. And so the NPR -- the Nuclear 

Regulatory Commission required them to sell a percentage of 

their plant. 

It makes sense to share the capacity. It would make 

sense for you to do it. You in the past -- look at a mom and 

pop water and sewer situation. You will not allow a water and 

sewer company to carry more than 1 0  percent excess capacity in 

its, in its rate base because you say that's unfair to current 

customers. 

In this case when this plant comes online, not today 

but when it comes online, there will be a 33 percent excess 

capacity. I'm not going to go into the details of how we got 

to this 20 percent reserve margin business, but there's no 

requirement that you enacted that requires a 20 percent reserve 

nargin. 

All you can, you can do within the wiggle room that 

the Legislature gives you is apply the criteria that you've 
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dways applied. And in the past you didn't, you didn't let 

ttilities build far more than they needed, and the Legislature, 

rhen it passed the legislation, didn't anticipate that you 

rould require them to build -- 

COMMISSIONER ARGENZIANO: But the difference is, 

Ir. McWhirter, is there's new language in the statute from the 

)ast. The new language says I shall do this. The only wiggle 

-oom I see, and I read the statutes, that's what I want to hear 

rom you, in that, in that language that I see in the statutes, 

he only thing I really can look at, and I hope that staff or 

iomebody else can indicate if I am wrong, but it seems to me 

he only authority I have, according to the legislators who 

old me what I shall do, is look for prudency basically. That 

ooks like all I have, I can do. 

MR. McWHIRTER: Well, may I suggest to you that 

rhat's before you now is can you even consider this? 

COMMISSIONER ARGENZIANO: Okay. 

MR. McWHIRTER: And all I'm asking is that you 

Sonsider it. I presume that you're not going to have a bench 

rote to approve this $470 million increase today. You're going 

o let us file briefs and give -- and I don't want to take so 

iuch of your time arguing these things. Give us an opportunity 

o file briefs on this subject and see if we can help you with 

he wiggle room subject. 

CHAIRMAN CARTER: Commissioner, Commissioner 
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qrgenziano, you're absolutely correct in your reading of the 

statute. This issue was debated in the Legislature, they took 

testimony, they had hearings, both chambers looked it over, the 

:overnor's Office had input in it, and this is one of the most 

nridely pieces of, widely supported pieces of legislation that 

came down to us for that. And I don't see anywhere that gives 

us the leeway to practice that kind of discretion when the 

Legislature said, "You shall." And I think if they wanted to 

give us some discretion, they would have said here's some 

discretion that you can exercise in that. 

And I think, as you know, the Legislature sets policy 

for us. If we start going askew of their policy, then we run 

the risk of being -- first of all, a party can go to court and 

say you overstepped your legislative boundaries on that, and 

that's not what we should be about. 

The other thing is that whereas we recognize that 

this is a cost on the consumers, it's something that the 

Legislature took into consideration when they passed the law. 

And, I mean, we, we, we on this Commission, we said about 

several times ago as we talked about food, food is expensive, 

Tas is expensive, everything is expensive, and in order to do 

this the Legislature took those things into consideration. And 

I think that when we start getting creative outside of our 

authority we start making trouble for ourselves as well as for 

the consumers. 
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COMMISSIONER ARGENZIANO: Well, Mr. Chair, to that 

)oint, and I understand that fully and that's the problem I'm 

laving. But I want, I want to make sure and I want anybody up 

.here, whoever it may be, to let me know if they don't -- if 

.hey see a wiggle room that I don't. And I'm not saying to go 

igainst the company, to go -- to do what I think is the right 

.hing to do at the end of the day. I mean, if prudency is 

;omething I can look at -- I can't even look at, you know, some 

)f the things that the companies don't build, that, you know, 

.he Legislature says that they are entitled to recover all 

.hose costs even if they don't build. I may not like that. If 

was a legislator, I may have not, I may -- I don't know. 

But I'm trying to look at where I do have the 

-esponsibility to look at, and that's what I need from 

werybody who's going to talk to me today and then I'll take it 

here. I can't go above and beyond what the Legislature is 

loing to allow me to do. 

And I do want the people of the State of Florida to 

inderstand how the PSC works. The media really doesn't pay 

ittention to the PSC unless there's some kind of a scandal, and 

'd like them to understand how important this is to the 

'onsumers . 
So with that said -- and probably -- well, never 

iind. 

CHAIRMAN CARTER: Never mind. 
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COMMISSIONER ARGENZIANO: But with that said, I just 

want to make sure that staff will chime in any time if you hear 

me struggling saying is there something we can look at here or 

do there. Because I have a great concern that, you know, while 

we need the energy, our future, we need to be able to flip that 

switch. And I understand the companies, but I also understand 

what the Legislature means when it says you are not the 

policymakers, and sometimes that's very convenient. But I also 

want to find out every inch of authority we have, and, and I 

guess I can't express that any more than that, so.  

MR. TWOMEY: Mr. Chair? 

CHAIRMAN CARTER: Mr. Twomey and then -- 

MR. TWOMEY: Very briefly. I'm not prepared to now, 

Commissioner Argenziano, to give you any more specific wiggle 

room than Mr. McWhirter attempted to. But as he noted, he's 

not asking and none of us are asking for yourself or the 

Commission as a whole to run afoul of the Legislature, of the 

statutes today or at any point for that matter. 

What Mr. McWhirter suggested and what I would urge 

you to consider doing is to, is to leave the issue in, that 

doesn't run, that doesn't do a disservice to anybody, 

particularly the Legislature, and to allow us through the 

briefing process to take a razor-sharp view at this issue and 

attempt in writing to give you that wiggle room. And if you 

don't, if at the end of the day if you don't find it's 
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Iersuasive, then you vote against it. 

COMMISSIONER ARGENZIANO: Okay. But -- Mr. Chairman. 

CHAIRMAN CARTER: You're recognized. 

COMMISSIONER ARGENZIANO: This is my point, this is 

vhat I was trying to find and then put everything, I guess, in 

:here was do we have authority to tell a company that they, 

:hat they have to do this? 

You cited something in the past, Tampa Bay, and 

?rogress is arguing that that's not the same and I'm hearing 

vhat they're saying and that's what I'm trying to get to. Do I 

lave authority to say or to even think that I can tell a 

:ompany that you have to market this to somebody else without 

laving a contract? I don't know that I have that -- and staff 

naybe is the better to answer that. And I don't, I don't know 

:hat I have the authority. If I have wiggle room there, then, 

rou know, perhaps I'll think about that. 

CHAIRMAN CARTER: Let me go to staff, then I'll come 

)ack to Commissioner Skop. 

Staff, you're recognized. 

MS. BENNETT: Commissioner Argenziano, I think the 

Jiggle room that you're looking for is actually provided to you 

.n a stipulation by the parties to Issue 1D. 

1D asks, "Should a utility be required to inform the 

:ommission of any change in ownership or control of any asset 

hich was afforded cost recovery under the Nuclear Cost 
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{ecovery Clause?" And the position that the parties all agreed 

:o was, "Yes, timely notification to the Commission and parties 

:o the NCRC docket at the time of filing the notice will allow 

:he Commission to make any required adjustments within or 

)utside of the Nuclear Cost Recovery Clause. Staff will 

:onduct workshops on the administrative procedures to be used 

iy the Commission to make such adjustments." And so it will 

Tive you an opportunity when that instance happens to look at 

Lt. 

COMMISSIONER ARGENZIANO: Thank you. 

CHAIRMAN CARTER: Commissioner Skop. 

COMMISSIONER SKOP: Thank you, Mr. Chairman. 

And I guess it seems that the, the issue as it was 

)led dealt with Issue 1E and dealt with how would the cost and 

xocedure to refund NPCR charges to customers when a utility 

;ells a portion. And it appears that that central issue as it 

ias pled seems to be kind of stretched into having the 

:ommission give mandates that the company should go do this or 

;hould go do that. And I fully agree with my colleague 

:ommissioner Argenziano as well as Chairman Carter that I don't 

ihink that we have the discretion to tell, the statutory 

liscretion to go mandate, you know, specifically to go do X, Y 

)r Z to some degree. 

But with respect to Issue lE, I think that our order 

In the need determination, I know in at least my concurring 
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,pinion we touched upon that and provided some initial 

vidance. So I would tend to support the, the Prehearing 

Ifficer's discretion on, on making that ruling to the extent 

hat Ms. Triplett and Mr. Burnett have raised that issue in 

.heir, in their response to the motion. Thank you. 

CHAIRMAN CARTER: Thank you, Commissioner. 

I think that it's always good to get back to 

m-ocedural matters, and procedurally is that based upon the 

-eview, the legal standard for a motion for consideration has 

lot been met in this case. And as such, Commissioners, at the 

ippropriate time after we finish our discussion I'll be seeking 

L motion to that effect. Because I do not think, based upon 

That's been presented to us, that the legal standard for a 

lotion for consideration has been met in this case, in this 

.ssue 1E. 

Commissioners, anything further? 

COMMISSIONER ARGENZIANO: Mr. Chair, I'm having some, 

'm having some confusion because I think what I was just told 

)y staff -- you understood the question I asked; right? 

MS. BENNETT: I think you were asking was there 

itatutory authority to -- 

COMMISSIONER ARGENZIANO: For me to even consider the 

'equest. 

MS. BENNETT: So I probably didn't give you as good 

in answer as you were looking for. 
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CHAIRMAN CARTER: I would have said that differently, 

,ut -- 

MS. BENNETT: Honesty is one of my better qualities. 

I don't believe that the Commission should be, has 

:he authority to direct management decisions. I think your 

iuthority in the Nuclear Cost Recovery Clause is when you 

-eview them for prudence, which is exactly what you said. So 

.- 

COMMISSIONER ARGENZIANO: Okay. Thank you. 

CHAIRMAN CARTER: Commissioner Edgar, you're 

-ecognized. 

COMMISSIONER EDGAR: Mr. Chairman, is this the 

ippropriate time for a motion? 

CHAIRMAN CARTER: This is the appropriate time for a 

io t ion. 

COMMISSIONER EDGAR: Okay. Then I would make the 

lotion to deny the request for reconsideration. 

COMMISSIONER SKOP: Second. 

CHAIRMAN CARTER: It's been moved and properly 

:econded. Commissioners, anything further? Hearing none, all 

.hose in favor, let it be known by the sign of aye. 

(Unanimous affirmative vote.) 

All those opposed, like sign. Show it done. 

Staff, as we move forward with our preliminary 

iatters. 
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MS. BENNETT: The next set of items are -- there are 

several stipulations, we talked about one of them, that should 

be taken up by the Commission prior to the hearing. 

CHAIRMAN CARTER: Okay. Let's take them in order 

then and just kind of walk us through those. 

MS. BENNETT: All right. We'll start with the full 

stipulations, and I believe you will find them beginning on 

Page 55 of the Prehearing Order. And I had read into the 

record Issue lD, which deals with what should happen if an 

asset that is recovered through the Nuclear Cost Recovery 

Clause, all or a portion of it is sold. And the parties have 

stipulated fully that, yes, that notification should be given 

to the Commission and that the parties would file notice in the 

NCRC and then the Commission can make any required adjustments 

either through the NCRC or through other proceedings. And 

staff would note that we are intending to conduct workshops 

beginning next year on the administrative procedure following, 

to follow. 

CHAIRMAN CARTER: Okay. Next issue. 

MS. BENNETT: Issue 4A is, "Should the Commission 

grant FPL's request to include the review and approval for 

recovery through the Nuclear Cost Recovery Clause of prudently 

incurred site selection costs for the Turkey Point Unit 6 and 

I?" And the answer is yes. There's a proviso that the parties 

have provided which we'll go into more detail in the partial 
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stipulations, but in essence for the Turkey Point 6 and 7, the 

new nuclear plant, the parties have agreed that they would like 

you to do a reasonableness review this year on the actual cost, 

not a prudence review. 

CHAIRMAN CARTER: Okay. Next issue. 

MS. BENNETT: Issue 5A is the same for Progress 

Energy, it's whether the site selection costs for Levy Units 

1 and 2 should be recovered through the Nuclear Cost Recovery 

Clause. And again the answer is yes, and the parties have 

agreed that they're going to ask you for a reasonableness 

review this year of those site selection costs and a prudence 

review next year. 

CHAIRMAN CARTER: Okay. Next issue. 

MS. BENNETT: And the next issue is what total amount 

should the Commission approve as final, as FPL's final 2007 

true-up to be recovered for the EPU project. And that -- 

CHAIRMAN CARTER: That was, Commissioners, 6E. 

MS. BENNETT: 6E. And the dollar amount is zero, and 

everybody agreed to that. 

CHAIRMAN CARTER: Okay. 

MS. BENNETT: 7A is "What amount should the 

:omission approve as PEF's final 2007 true-up of prudently 

incurred preconstruction costs for the Levy Units 1 and 

2 project?" And again the answer was zero and everybody 

agreed. 
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CHAIRMAN CARTER: Okay. Next issue. 

M S .  BENNETT: 7H is "Has PEF demonstrated that the 

iprate costs it seeks to recover in this docket are separate 

ind apart from those it would incur in conjunction with 

roviding safe and reliable service, had there been no uprate 

xoject?" And the parties have agreed that for the costs that 

Tent through for the nuclear uprate for CR3 for 2006 and 2007, 

:hat those costs can be considered by the Commission for 

)rudence review, and that the -- and I'm paraphrasing this, so 

.f I misstated the party's position, they should let me know -- 

ut for 2008 and forward they will work with staff and with 

?ach other to improve the NFRs so that when the filings are 

lade it's a little clearer and more transparent. 

I need to go back to -- I'm sorry. Are there any 

pestions on that one? 

CHAIRMAN CARTER: NO. 

M S .  BENNETT: I need to go back. There is a handout. 

CHAIRMAN CARTER: Here's what I'm going to do is, 

:ommissioners, just to give you the lay of the landscape, I 

Ianted her to go through and do a summary of each one of the 

.ssues. Then I'm going to go to the parties and make sure that 

:hey're onboard, and then we'll have a discussion before we 

iccept or reject the stipulations. 

You may proceed. 

MS. BENNETT: There is a handout. After the 
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'rehearing Order was entered into the parties reached another 

;tipulation. And this is Issue 6F, it's the same that you just 

ieard for Progress only it's for FPL, and "Has FPL demonstrated 

.hat the uprate costs it seeks to recover in this docket are 

ieparate and apart from those it would incur in conjunction 

iith providing safe and reliable service, had there been no 

tprate project?" And, again, the parties agreed that for the 

rior year's cost, 2006 and 2007, for the uprates the cost 

iould be considered for prudence this year, and that OPC, FPL 

tnd staff would work on the NFRs for 2008 forward to make sure 

hat there is transparency in the filings. 

And then the last issue that's fully stipulated is 

ssue 14, "Should Docket Number 080149-E1 be closed?" 

180149-E1 was a discovery docket that was opened by Progress 

rhen the Levy Unit 1 and 2 was being considered by you all for 

he need determination so that we could commence discovery. 

Ince the need determination was filed, all of those docket 

nformation documents that were in that docket were moved to 

his one. And so we just need a Commission approval to close 

he discovery docket. 

CHAIRMAN CARTER: Okay. One second, please. You're 

dding 6F to the stipulation. 

Let me first go to the parties. Mr. Anderson, you've 

leard the overview of those issues that were stipulated to. 

.re there any questions or concerns or are you in agreement 
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iith those? 

MR. ANDERSON: FPL agrees that staff has accurately 

;tated them. We agree with them. 

CHAIRMAN CARTER: Okay. Mr. Brew. Mr. Brew. 

MR. BREW: Yes, Mr. Chairman. PSC Phosphate doesn't 

lave any problems with the stipulations as described. 

CHAIRMAN CARTER: Mr. McWhirter. 

MR. McWHIRTER: Ditto FIPUG. 

CHAIRMAN CARTER: Mr. Twomey. 

MR. TWOMEY: Same, sir. Agreement. 

CHAIRMAN CARTER: Mr. McGlothlin. 

MR. McGLOTHLIN: Yes. Within our office we have a 

livision of labor. I've been handling the FPL portion, 

Ir. Burgess, PEF's. But with respect to FPL they are accurate. 

CHAIRMAN CARTER: Mr. Burgess. 

MR. BURGESS: The statements are accurate. There is 

t bit more I would like to add with regard to the uprate 

rojects. It's a little bit more explicit in the agreement -- 

CHAIRMAN CARTER: Okay. 

M R .  BURGESS: -- as to what we intend to do with 

.egard to the filing, that Progress Energy has agreed or is of 

.he same belief that only costs that are separate and apart 

rom those costs that would have been incurred to provide 

iervice should be passed through the Nuclear Cost Recovery 

:lause. And to that end they have agreed to work with our 
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)ffice, with other parties and with the staff to come up with 

i, with a new filing requirement that captures the information 

iecessary for parties to have a beginning point at which to 

?xamine that issue at the outset of each cycle. 

CHAIRMAN CARTER: Okay. Thank you for that 

?xplanation. 

Mr. Burnett. MS. Triplett. 

MR. TRIPLETT: Thank you, sir. 

Yes. With that clarification of Mr. Burgess, 

?rogress Energy is in agreement. 

:o develop an appropriate NFR schedule or filing of some sort 

ior next year's proceeding. And Ms. Bennett also accurately 

iescribed the remaining stipulations as they apply to Progress. 

We will work with the parties 

CHAIRMAN CARTER: Thank you. 

Are there any, anything further before we come to the 

iench about any of these, any of these stipulations that you 

pys wanted to further clarify or anything like that? Because 

C asked Ms. Bennett just to do a summary. Anything further? 

Hearing none, Commissioners, we have before us a 

request for a stipulation from the parties, and those areas for 

:he record would be Issue lD, 4A, 5A, 6E, 6F. 7A. 7H and 14. 

Ioes that correctly reflect the agreement by the parties? 

Commissioners, any questions or concerns on that, any 

:omments? Hearing none, we're open for a motion. 

Commissioner Edgar, you're recognized. 
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COMMISSIONER EDGAR: Thank you, Mr. Chairman 

I would make a motion that we approve the proposed 

full stipulations as described by our staff. 

COMMISSIONER ARGENZIANO: Second. 

CHAIRMAN CARTER: It's been moved and properly 

seconded to approve the stipulations. Any further discussion? 

Hearing none, all those in favor, let it be known by the sign 

of aye. 

(Unanimous affirmative vote.) 

All those opposed, like sign. Show it done. 

m y  further preliminary matters from staff? 

MS. BENNETT: Chairman Carter, there are some 

additional partial stipulations that the Commission would 

probably want to consider at this time. Would you like me to 

go through those? 

CHAIRMAN CARTER: You're recognized. 

MS. BENNETT: On Page 56 of the Prehearing Order in B 

we begin with Issue 2A. And Issue 2A is "Should the Commission 

find that for the year 2007, FPL's project management, 

contracting, and oversight controls were reasonable and prudent 

for the Turkey Point 6 and 7 project and for the Extended Power 

Uprate project? '' 

Partial stipulations in this Prehearing Order are a 

little bit different than what you've seen in the past. For 

these orders partial stipulation means that a part of the issue 
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tself was resolved by the parties, not the full. 

So for Issue 2A the parties have agreed that for the 

lew nuclear power plant only they're asking you to make a 

easonableness review this year and a prudence review of those 

ame costs next year. So what that means is for the costs that 

rere incurred in prior years you can approve the recovery 

mount this year, but it's subject to refund. So that would be 

ssue 2A for FPL's Turkey Point 6 and I. 

Issue 2B is similar. It is whether the accounting 

nd costs oversight controls were reasonable and prudent for 

'urkey Point 6 and I and for the EPU project. And, again, the 

tarties have agreed that they would ask that you look, for the 

'urkey Point 6 and 7, the new nuclear, at reasonableness this 

ear for the prior year costs. And next year you would do a 

rudence review, so the costs would be subject to refund this 

ear. And, again, I'm paraphrasing this, so the parties may 

rant to address that more succinctly. 

Issue 3B is Progress Energy Florida and it's a little 

lit different stipulation. All of the parties only agree that 

or the testimony of staff's witness on the financial audit, 

eff Small, that if the Commission were to make a decision on 

onsidering prudence next year for the Levy Unit 1 and 2, that 

eff Small's testimony will apply for prudence review next 

ear. And so the costs that you would recover this year would 

Ne subject to a prudence review and refund were you to agree 
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:hat the issue that Mr. Small testifies to is imprudent. I'm 

sorry. That Progress was imprudent, not Jeff Small's 

:est imony . 
MR. McWHIRTER: Freudian slip. 

MS. BENNETT: Issue 6A is, "What amount should the 

:ommission approve as FPL's final 2007 true-up of prudently 

incurred preconstruction costs for the Turkey Point Unit 

i and 7?" The parties have agreed again for the reasonableness 

review this year, prudence review next year, but they're not 

igreeing to the amount. That's still subject to your vote. 

6B is "What total amount should the Commission 

ipprove as FPL's final 2007 true-up to be recovered for the 

'urkey Point Unit 6 and 7?" And, again, their agreement goes 

:o the reasonableness review this year, prudence review next 

rear, no agreement on the amount. You would still be voting on 

:he amount. And that is the conclusion of the partial 

;tipulations. 

CHAIRMAN CARTER: Thank you. 

And to the parties, we've just heard Ms. Bennett's 

reneral summation of the partial stipulations regarding Issue, 

Issues 2A, 2B, 3B, 6A and 6B. And as I did before, 

:ommissioners, I'll go with the parties and then I'll come back 

:o the bench. 

Mr. Anderson, you're recognized, sir. 

MR. ANDERSON: FPL agrees with the characterizations 
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If staff and the language stated in the order. 

CHAIRMAN CARTER: Mr. Brew. 

M R .  BREW: We're fine with that. 

CHAIRMAN CARTER: Mr. McWhirter. 

MR. McWHIRTER: Ditto FIPUG. 

MR. TWOMEY: Yes, sir. 

CHAIRMAN CARTER: Mr. 'homey. Mr. McGlothlin, the 

iivision of, the division of work, so I'll go with both you and 

Ir. Burgess. You're recognized. 

MR. McGLOTHLIN: Joe McGlothlin. The language is 

iccurate, they're -- I think a bit of clarification is called 

:or with respect to the FPL. 

CHAIRMAN CARTER: You're recognized, sir. Please do 

;0 .  

MR. McGLOTHLIN: One reason why it is properly 

:haracterized as a partial stipulation as it relates to FPL is 

:hat with respect to FPL's contracting procedures and the 

.mplementation of those procedures our witnesses raise an issue 

:o which FPL has responded with rebuttal. Those -- that issue 

:elative to the contracting procedures relates to both uprate 

md new units and also relates to over several time frames. 

md so to that extent we have pulled out that subject matter 

irom what would otherwise be a more complete stipulation and 

:hat will be presented to you by evidence today. 

CHAIRMAN CARTER: Okay. And, Mr. Anderson, does that 
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orrectly reflect the agreement between you and the parties on 

hat? 

f the 

MR. ANDERSON: Yes, it does. 

CHAIRMAN CARTER: Okay. Mr. Burgess. 

MR. BURGESS: We agree with MS. Bennett's description 

greements with Progress Energy as we understand them. 

CHAIRMAN CARTER: Ms. Triplett. 

MR. TRIPLETT: Progress Energy agrees. 

CHAIRMAN CARTER: Okay. Commissioners, we have 

lefore us partial stipulations with the clarifications given by 

he parties of Issues 2A, 2B, 3B, 6A and 6B. And, again, 

hey're just pulling out portions of these issues and the 

ssues will remain within the confines of the, of the docket. 

Are there any questions as presented? Hearing none, 

ie're now open for a motion on the disposition of the 

tipulation, partial stipulations. 

COMMISSIONER ARGENZIANO: I'd move the motion for the 

lartial stipulation as clarified before us. 

CHAIRMAN CARTER: Thank you. 

COMMISSIONER SKOP: Second. 

CHAIRMAN CARTER: It's been moved and properly 

econded that we accept the partial stipulations with the 

,larifications given by the parties. Any further discussion? 

rearing none, all those in favor, let it be known by the sign 

If aye. 
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(unanimous affirmative vote.) 

All those opposed, like sign. Show it done. 

MS. Bennett, you're recognized. 

MS. BENNETT: We'd note that some of the witnesses 

ave been excused from the proceeding. As we get to the 

ritnesses, staff will ask that the witnesses' testimony and 

,xhibits be admitted into the record as though read, and 

mross-examination has been waived for those witnesses excused. 

If you're ready, I could also talk about the 

'omprehensive Exhibit List. 

MR. TRIPLETT: Mr. Chairman? 

CHAIRMAN CARTER: Where, where is that voice coming 

rom? 

MR. TRIPLETT: Ms. Triplett over here. 

CHAIRMAN CARTER: Oh, Ms. Triplett. Sorry. I'm so 

sed to you guys being on this side. You're recognized. 

MR. TRIPLETT: Thank you. Just because Ms. Bennett 

ras mentioning witness order, I thought -- is it appropriate at 

his time for me to ask to take a witness out of order or do 

'ou want to wait? 

CHAIRMAN CARTER: Yeah. Let's wait for that. Let's 

rait for that. Okay. I'll come back to you though. 

MR. TRIPLETT: Thank you. 

CHAIRMAN CARTER: MS. Bennett, on the Comprehensive 

:xhibit List you're recognized. 
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MS. BENNETT: It is staff's understanding that there 

ire no objections to the Comprehensive Exhibit List. which also 

tncludes Staff's Composite Exhibit. 

Staff will also note that FPL has requested that an 

idditional exhibit be included in the Comprehensive Exhibit 

,ist. FPL would like to include in the record the remaining 

;ole source memorandum produced in response to OPC, OPC's third 

jet of interrogatories Number 47 and as late-filed exhibits to 

:he depositions of FPL's witnesses Mr. Scroggs and Messrs. Hale 

ind Labbe, Labbe. 

CHAIRMAN CARTER: Hang on a second. I think, 

Ir. McGlothlin, you're okay with that, aren't you? 

M R .  McGLOTHLIN: Yes. 

MR. ANDERSON: Actually we narrowed that a bit too, 

is we talked about this morning. 

MS. BENNETT: Okay. So I won't go into the 

.dentification numbers because as I understand they've, they've 

2liminated several of the exhibits. 

It is staff's understanding that no other party has 

in objection. 

CHAIRMAN CARTER: Okay. 

MS. BENNETT: So it would be included if the 

:ommission agrees the exhibits would be included in the record. 

CHAIRMAN CARTER: Show it done. 

MS. BENNETT: And they will be identified as 
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Composite Exhibit 41. 

CHAIRMAN CARTER: 41. Thank you. 

M S .  BENNETT: And for a little bit further 

clarification, Exhibit 41 should be FPL's composite exhibit. 

(Exhibit 41 marked for identification.) 

CHAIRMAN CARTER: Okay. Any, any further exhibits 

that need to, at this point in time that we need to put in on 

this? 

MS. BENNETT: Staff is not aware of any further 

exhibits. 

CHAIRMAN CARTER: Let me ask the parties, do you have 

any that didn't get in in time that you wanted to have part of 

the, at least to be listed in the comprehensive -- we're not 

admitting them into evidence, we're just putting them on the 

list. Okay. Hearing none, Ms. Bennett, you may proceed. 

M S .  BENNETT: And the Comprehensive Exhibit List will 

be moved into the record when we open the record. 

There are several corrections to be, to be made to 

the positions in the Prehearing Order. First off, staff has 

been made aware by Progress that there are some scrivener's 

errors in Progress's position to 11C and 11D. The fire alarm 

got me on Friday afternoon. So 11C's actual dollar amount is 

$30,217,903, that's 11C. And that was a scrivener's error on 

the Prehearing Order. 11D should be $147,907,456, that's 11D. 

And Progress has also requested to address a correction it 
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uishes to make to Issue 7E. 

COMMISSIONER EDGAR: Mr. Chairman, could I ask 

Is .  Bennett to repeat the number on 11C one more time? 

MS. BENNETT: 11C -- 

CHAIRMAN CARTER: Why don't we do this, by the way, 

is  we proceed further, get us a little sheet with all of that 

)n there so we'll have it within all of these dockets, 

iocuments. That will be nice and handy for us to kind of keep 

zverything together. I mean, not that we don't have a mountain 

If paper already, but at least we can keep it in order. So 

.et's just do that on that, as well as that will give us an 

)pportunity to proceed further, as well as have the information 

it the appropriate time as we deal with the respective issues. 

;o, staff, if you can make that as we -- I'm sure that when 

le -- and we're fortunate today, we've got two court reporters, 

io we can rock and roll as we proceed further. So, 

I s .  Bennett, would you at the appropriate time get that 

:ogether and get it to us -- 

MS. BENNETT: Yes. 

CHAIRMAN CARTER: -- in writing, please. Thank you. 

You may proceed. 

MS. BENNETT: And Progress has indicated that on 

'ssue 7E they have a correction to their position in the 

rehearing statement. 

CHAIRMAN CARTER: Do you have it in writing? 
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MR. TRIPLETT: I, I can get it to you in writing. 

CHAIRMAN CARTER: That would be great. Get it to us 

in writing. we'll take it. 

MR. TRIPLETT: Would you like me to state it on the 

record or do you just want it -- okay. 

For 7E the dollar figure is correct, but it is 

sctually, that figure is gross of joint owner billing. So 

that's the change right now. It indicates that it's net, but 

it's gross. 

CHAIRMAN CARTER: Bring your gross figures to us in 

nrriting. We'd like to see those. 

M R .  TRIPLETT: Yes, sir. 

CHAIRMAN CARTER: All right. Ms. Bennett. 

MS. BENNETT: Staff has also been informed that FPL 

has a reduction in the amount they are seeking for recovery and 

they would like to tell you about it. 

CHAIRMAN CARTER: Mr. Anderson. 

MR. ANDERSON: Thank you, Chairman Carter. 

FPL would wish to reflect a reduction in the amount 

it is requesting in connection with this proceeding. Two of 

our witnesses will be prepared to brief you on this in detail 

and have a good clear handout. 

But the long and short of it is there's about a 14 

percent reduction in that which we are seeking in this 

proceeding. The reduction totals about $35 million and reduces 
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he requested amount in this proceeding to $221 million. 

Long -- and the, just to preview, we've talked to the 

)arties about this, is as we go through these projects, you 

:now, on a very step-by-step, careful basis the company very 

ecently determined that we do not need to spend money at the 

nd of this year for some certain long-lead procurement items 

hat would have been very expensive because we determined the 

)etter decision is not to make that expenditure now. There's 

10 reason to collect that, that money now. We wanted to 

eflect that in as close to realtime as we could. That's what 

re're doing. 

CHAIRMAN CARTER: Commissioner Argenziano. 

COMMISSIONER ARGENZIANO: Anybody else for a 

educt ion? 

CHAIRMAN CARTER: Yeah. Any time you can save a 

ouple of million dollars, we sincerely appreciate that. 

'hat's always in order. 

Ms. Bennett. 

MS. BENNETT: One final correction on the Prehearing 

rder. Issue 1B. staff's position, we referred to the statute 

Nut we didn't refer to Rule 25-6.0423(7). We'd like to make 

ure that that's, you know that that rule is important to us, 

00. 

CHAIRMAN CARTER: Okay. Again in writing. 

M R .  ANDERSON: Commissioner Carter. 
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CHAIR" CARTER: Keep everything in its proper 

merspective. 

Mr. Anderson. 

MR. ANDERSON: I gave the short colloquial version, 

,ut may we submit in writing the exact dollar -- 

CHAIRMAN CARTER: Absolutely. I would appreciate 

hat, Mr. Anderson. 

Commissioner Edgar. 

COMMISSIONER EDGAR: Thank you. And I look forward 

o having that in writing. But if I could ask Ms. Bennett, 

ust because I didn't get it all, to repeat the number, thank 

'ou, on 11C. 

CHAIRMAN CARTER: You're recognized. 

COMMISSIONER EDGAR: Thank you. 

MS. BENNETT: 11C is $30 ,217 ,903 .  

COMMISSIONER EDGAR: Thank you. 

CHAIRMAN CARTER: Thank you. Any further, 

'ommissioners, any -- 

COMMISSIONER SKOP: Could she repeat that? 

CHAIR" CARTER: Commissioner Skop. 

COMMISSIONER SKOP: Thank you, Mr. Chair. 

Can you please repeat that? I'm sorry. 

MS. BENNETT: Sure. 

COMMISSIONER ARGENZIANO: I think I can now. 

MS. BENNETT: It is $30 ,217 ,903 .  
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MR. McWHIRTER: Can you repeat 11D? 

MS. BENNETT: Yes. $147,907,456. 

CHAIRMAN CARTER: Now you see why you have to have it 

mitten down? Thank you. Ms. Bennett. 

MS. BENNETT: There are several outstanding motions 

regarding confidentiality that will be taken care of by a 

separate order by the Prehearing Officer. 

CHAIRMAN CARTER: Okay. By the Prehearing Officer or 

ihoever will want to give the greatest amount of savings. N o .  

rust kidding. 

MS. BENNETT: And I would like to mention that there 

ire lots of confidentiality orders because there is quite a bit 

)f information that you have which is in the testimony and in 

:he exhibits that are redacted. When we discuss, and this is 

ior the parties as well as the Commission, when we discuss the 

:onfidential information, we need to make certain not to reveal 

:he portions that are redacted as we get into the testimony in 

:he record. 

CHAIRMAN CARTER: Okay. As we say in the country, 

That else you got? 

MS. BENNETT: I think that's all. 

CHAIRMAN CARTER: You think that's all? 

S o  then let me ask the parties, are there any 

reliminary matters that we omitted for any of the parties? 

MS. Triplett. 
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MR. TRIPLETT: Are you coming back to me now for 

line? 

CHAIRMAN CARTER: I'm starting with you this time. 

MR. TRIPLETT: Thank you. We understand that none of 

:he parties and staff have questions for Mr. Dale Oliver and we 

inderstand that there may be some Commissioner questions for 

lim, and we would request that he be taken out: of order to go 

iirst and maybe we can get him back to St. Pete more quickly, 

.f that's the Commission's pleasure. 

CHAIRMAN CARTER: Commissioners, I don't, I don't see 

i problem with that. What do you guys -- sounds good. YOU 

:now, I mean during this time of preparedness we want people to 

)e as close to family as possible. So that will be fine. 

MR. TRIPLETT: Thank you. 

CHAIRMAN CARTER: Okay. Anything further, 

I s .  Triplett? 

MR. TRIPLETT: Not for Progress. 

CHAIRMAN CARTER: Okay. Mr. Burgess. 

MR. BURGESS: No, sir. 

CHAIRMAN CARTER: Mr. McGlothlin. 

M R .  McGLOTHLIN: No, sir. 

CHAIRMAN CARTER: Mr. Twomey. 

MR. TWOMEY: No, sir. 

CHAIRMAN CARTER: Mr. McWhirter. 

M R .  McWHIRTER: You mean opening statements? 
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CHAIRMAN CARTER: No. NO. Preliminary matters. 

MR. McWHIRTER: I'll go back to sleep then. 

CHAIRMAN CARTER: Okay. We appreciate that. 

Mr. Brew. 

MR. BREW: No, sir. 

CHAIRMAN CARTER: Okay. Mr. Anderson. 

MR. ANDERSON: No, sir. 

CHAIRMAN CARTER: You knew it was coming; right? 

MR. ANDERSON: I did. 

CHAIRMAN CARTER: Let's do this, Commissioners, so we 

:an get all this paper together before we start, and also we've 

)een going at it for an hour for our court reporter. Let's do 

:his, let's give staff an opportunity to get all of these 

.ittle papers together. And also the parties, if you can kind 

)f go ahead on and get those together before we start so that 

Then we start we can really start. 

I'm looking at the clock. I shouldn't -- it's always 

langerous when I look at the ones on the wall because they 

-arely agree, but we'll come back at a quarter o f .  We're on 

'ecess. 

(Recess taken. ) 

We are back on the record. And the last time we were 

iere we had completed our preliminary matters, and as the 

)arties reconvene themselves we'll get ready for our opening 

itatements. 
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Just as a -- we've got two companies here, and I 

.hink, MS. Bennett, we said we'd do the -- I'm having, I'm 

laving one of my senior moments here. 

MS. BENNETT: The -- I think I might be with you. 

Progress Energy will be presenting their entire 

petition first, so you will be hearing direct from Progress 

:nergy. Then you will be hearing from the Intervenor and 

itaff, and then you will hear on Progress Energy only, and then 

'ou will hear from the rebuttal witnesses for Progress. So 

.ou'11 want to do the opening statements for Progress only, and 

hen once that case is finished, then we'll move into Florida 

lower & Light. 

CHAIRMAN CARTER: Yeah. What I said. That's right. 

Okay. And, again, to the parties, ten minutes each. 

think that's what the Prehearing Order said about opening 

tatements; is that correct? 

COMMISSIONER McMURRIAN: Yes. 

CHAIRMAN CARTER: Okay. Ms. Triplett, you're 

ecognized. 

MR. TRIPLETT: Thank you, sir. 

PEF has two projects to increase nuclear generation 

o benefit the State of Florida and PEF's customers: The 

rystal River 3 uprate project at the existing CR3 nuclear unit 

nd the new Levy Units 1 and 2. These projects will result in 

illions of dollars in fuel savings to PEF's customers as well 
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is additional carbon neutral generation on PEF's system. 

Pursuant to Section 366.93, the nuclear cost recovery 

statute, and the Commission rule implementing that statute, PEF 

ias filed for cost recoveries of its costs for the CR3 uprate 

)reject and the Levy nuclear project. 

Specifically at issue in this pxoceeding are the 

iollowing costs: 2006 and 2007 actual CR3 uprate costs, 2008 

Lctual estimated CR3 uprate costs, 2009 projected CR3 uprate 

:osts, 2006 and 2007 actual Levy costs, 2008 actual estimated 

.evy costs and 2009 projected Levy costs. 

In this proceeding the Commission will decide the 

rudence of PEF's 2006 and 2007 actual CR3 uprate project 

:osts. 

:ommission will consider whether the costs are reasonable. 

For the remaining costs at issue in this- proceeding the 

Many of the issues in this proceeding have been 

;tipdated to and those stipulations we went over this morning 

md are set forth in the Prehearing Order. I'm going to 

riefly touch on the remaining issues, items that remain at 

.ssue. 

First, you may hear FIPUG dispute what AFUDC rate 

:hould be used to calculate the carrying cost in this 

roceeding. Our response to this is straightforward: The 

statute clearly sets forth the appropriate AFUDC rate to be 

ised and that is how PEF has calculated its carrying costs. 

lhere should be no reasonable dispute as to which AFUDC Costs 
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,hould be used in this proceeding. 

Second, you will likely hear FIPUG argue that PEF's 

'ost recovery request is too high. What you will not hear, 

Lowever, is actual evidence that any of PEF's specific costs 

Ire imprudent or unreasonable. FIPUG does not take any 

,pecific issue with any of PEF's project costs. Instead, FIPUG 

akes issue with the Florida Legislature for passing a statute 

o encourage nuclear generation. FIPUG takes issue with the 

'ommission rule to implement that statute and that provides for 

most recovery to encourage nuclear generation. 

PEF's petition, its testimony and its NFR schedules 

re consistent with the statute and the rule. PEF's filings 

Is0 demonstrate the prudence and reasonableness of its costs 

or both projects. There is no evidence to suggest otherwise. 

PEF therefore requests that this Commission find that 

'EF's 2 0 0 6  and 2007 actual CR3 uprate costs were prudently 

ncurred and that the remainder of its CR3 uprate costs and 

,evy costs are reasonable. Thank you. 

CHAIRMAN CARTER: Thank you. 

Mr. Burgess. 

MR. BURGESS: Yes. Thank you, Mr. Chairman. 

I just briefly would start by saying, agreeing with 

s. Triplett that most of the issues that Public, that the 

ffice of Public Counsel had with, had with Progress have been 

tipulated and we've reached agreement primarily in the form of 
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That I would characterize as procedural matters both with 

.egard to the Levy plant, which we've agreed that all Levy 

'osts would be subject to reexamination for prudence in the 

ubsequent cycle of the Nuclear Cost Recovery Clause. 

And with regard to the Crystal River 3 uprate costs, 

)ur greatest concern was to make certain that the costs were 

ieparate and apart from any costs that the company would incur 

myway in running its Crystal River 3 plant to provide 

.easonable service to its customers. And to that end we have 

.greed with Progress to work on a template for providing 

nformation at the outset of the next cycle to provide the 

nformation necessary to address this issue with greater 

pecificity. And with that, that concludes our prehearing 

tatement, our opening statement. 

CHAIRMAN CARTER: Thank you, Mr. Burgess. 

Mr. Twomey. 

MR. TWOMEY: Mr. Chairman, AARP in this docket as 

[ell as the FP&L docket to follow has adopted the positions of 

he Office of Public Counsel completely, and to that end I'll 

dopt Mr. Burgess's statement as my own. 

CHAIRMAN CARTER: Thank you, Mr. Twomey. 

Mr. McWhirter. 

MR. McWHIRTER: Mr. Chairman, I guess you can call me 

he rate shot guy. And in order to put my opening statement 

nto perspective, the key issue in this case I think is 
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Issue -- the total costs to be collected, and I believe that's 

Issue 12 and 13. 

Florida Power & Light is seeking $223 million less 

the discount that Mr. Anderson talked about. And according to 

ny calculation after the markup for taxes on that, it'll come 

to something like $3 a megawatt hour. And when you're looking 

at sales of 100 to 108 million megawatt hours a year, that's 

how you get to the $3 million a megawatt hour, and that's not 

too much of a, a rate shock. 

Progress Energy, however, on the other hand, is 

seeking $419 million. And of course you mark that up for 

taxes, which isn't expressed in your prehearing orders, but 

that's another $50 million. So you come to in round numbers 

$470 million. Now Progress Energy sells 41 million megawatt 

hours of electricity each year. So if you do a rough and dirty 

calculation, and my math is always bad, so check it, please, it 

looks to me like it's going to amount to somewhere around 

$11.46 per megawatt hour for, if you spread it all on the basis 

3f megawatt hours, which you don't do in this case. 

The typical residential, not the typical residential 

customer but the residential customer that uses 1,000 kilowatt 

hours a month, that's 1 megawatt hour, is a subsidized 

customer. When you read in the newspaper what's the impact on 

customers, they always use 1,000 megawatt hours. But you 

approved Florida Progress's proposal to invert the residential 
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rates, and so what happens is somebody using 1,000 kilowatt 

hours a month or less is going to pay something like $10 each 

month added to their bill. If you live in a single-family home 

which uses about 2,100 megawatt hours a month, that bill is 

going to be about $21 a month increase on that residential 

customer. 

The reason I have such angst in this case is I 

represent seven industrial customers, and my calculations, 

which may be wrong, and I will readily accept proper 

corrections, they use about 4 million megawatt hours a year and 

their bills are going to go up, the aggregate group as a whole 

is a $1,145,000 a month just based on these seven, the average, 

it will be about a million dollars a month, and that's just for 

the nuclear cost. And then on top of that we're going to get 

the fuel cost, and then we've got a rate case coming up next 

year. So that's going to be a big impact on customers. 

And I know that the Legislature made you do it or the 

devil made you do it, as some might say, but when you do it, I 

think you need to keep rate shock in mind. And one of the 

things you might do even within the ambit of what the 

legislative directive is is do something like you did in the 

nidcourse correction case. And let's, as this case goes 

through, let's see if it's $470 million this year, is it going 

to be an equivalent amount next year and then another 470 after 

that, or is this a big year and future years may go down a 
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ittle bit? Hopefully that is the case. And in that event it 

lay be to our advantage to string out this year's payment so 

.hat people can prepare themselves for rate shock. And so that 

ssentially will be the approach that we take. 

I would have liked to have seen you have greater 

.iberality, but that's behind us now. And so in your 

mterpretation of this legislation I think you clearly have the 

iuthority to string out cost recovery, especially when the cost 

-ecovery is for projected expenses which may or may not 

iaterialize in the forthcoming year. 

And that's -- the principle focus that you'll hear 

'rom FIPUG is with respect to Progress Energy, not because we 

Lave any particular anxiety about Progress Energy itself, but 

ust the impact that that's going to have on customers. With 

08 million megawatt hours in sales and the amount of money 

'lorida Power & Light is asking for, it's within the realm of a 

.easonable increase and so we're not going to fuss too much 

ibout what they're doing. 

What these stipulations have done for you is everyone 

ias admitted there isn't enough facts to go on. This case, 

hese -- your certificate of need in the Progress case was only 

ranted in August, and they filed the testimony. Although 

re've been talking about it early on, a lot of it is 

<onfidential. You heard in the stipulations that the forms 

Lon't give as much information as the Public Counsel needs. So 
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.he parties agreed that they would postpone prudency 

letermination on most of these matters until next year. 

So what's happening is we're, they're requesting a 

'ate increase and they're going to follow it up next year with 

:he facts to support that increase, and I think that opens the 

loor for you to maybe postpone some of this increase until the 

-ea1 facts are known. It's readily admitted. 

NOW the problem with the CR3 uprate is those costs as 

)art of the stipulation have been agreed to and there won't be 

my future prudency determination on the expenditures for the 

:R3 uprate for 2006 and 2007.  We haven't presented any 

.estimony in this case, but what we will do is suggest to you 

.o look carefully at the testimony that has been presented with 

-espect to those, that thing, and be sure that the testimony in 

.he record adequately supports the amount of money they're 

;eeking. It's a lot of money, it's four times, more than four 

.imes the amount that any base rate increase has ever granted 

ieretofore, and this is just a major component, a minor 

:omponent of the cost recovery items that are coming to hit 

:ustomers in the future. So I respectfully request you to give 

is as much help on rate shock as you can. 

CHAIRMAN CARTER: Thank you. 

Mr. Brew. 

MR. BREW: Thank you, Mr. Chairman. 

You'll recall that PCS's intervention in the need 
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locket was predicated on the very legislative limits on what 

:odd be addressed in this docket that we discussed at the 

wtset today. But we also believe that neither the Legislature 

lor the NCRC rule require the Commission to allow good money to 

-low after bad, and we're going to be looking at these nuclear 

-ecovery costs for a long time. 

So just by way of preliminary remarks, since I don't 

!xpect to take ten minutes either, is I think, Commissioner 

irgenziano, part of the answer to your question is how 

horoughly we focus on the prudence questions as we go. The 

)ther part is already in the nuclear recovery rule in terms of 

ooking at the ongoing feasibility of the facilities that are 

inder, being planned and under construction. And recall that 

n the need docket there was a fair amount of discussion of the 

iossibility of Progress/Levy County partnering with others. 

nd so I think that the combination of prudence and the ongoing 

easibility review that's in the rule are your two vehicles for 

ddressing the growing impacts. 

The second is that there are two particularly scary 

hings about this docket. The first, of course, Mr. McWhirter 

ust alluded to, which is the costs that are flowing through. 

475 million just in NCRC recoveries in addition to fuel and 

verything else; we're already seeing some really substantial 

ate impacts. And, of course, about $356 million of that is, 

re, are Levy County preconstruction costs. And certainly the 
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iolks in this room that follow these matters are aware that 

:his is the tip of the iceberg and there's a lot more to come, 

lust given the preliminary stage that we're at with the 

xojects. But that's altogether different from disclosure of 

he rate impacts that are going to be coming down the pike for 

111 consumers. 

So certainly our concern, since this is the first of 

hese reviews and the Commission, apart from approving the 

lollars to be recovered, is also setting out the process that 

rou're going to follow for reviewing and monitoring these 

'osts, so I think that's a big part of this docket. 

The second thing apart from the costs themselves gets 

o the, not just the preliminary nature of the estimates, which 

Both OPC and staff discuss in their testimonies, but the 

ieneral veil of secrecy that surrounds so much of the 

stimates, and so much of the facts that matter to the extent 

re have them are subject to trade secret restrictions. Now as 

private company we fully appreciate the problems of dealing 

rith commercially sensitive information and the need to avoid 

lisclosure that could impact ongoing negotiations. But part of 

he price for being a regulated utility with cost of service 

ates is that there's a countervailing need for disclosure and 

eview. And while certainly the ongoing negotiations for the 

PC contract for Levy County and other things may be subject to 

11 kinds of restrictions that come from, not, not the utility 
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)ut from the people they're trying to deal with, the extent of 

)regress against costs and schedule is something that needs to 

)e highly transparent as we move forward. Where do we stand 

iith variances from proposed costs and schedule? Where are 

ihings actually going against the initial budgets that the 

:ommission looked at in the need docket, which you recall were 

;ort of preliminary nonbinding estimates? But so as we go 

:hrough this process, we would urge that the Commission make 

:he whole process of progress against costs and schedule be 

iighly transparent and fully vetted in all of these dockets. 

?hank you. 

CHAIRMAN CARTER: Thank you. 

And before we proceed with the witnesses, we'll just, 

:or a procedural matter we'll move into evidence the 

:omprehensive Exhibit List, unless there's any objections from 

my of the parties. Hearing none -- 

M S .  BENNETT: Chairman Carter. 

CHAIRMAN CARTER: You're recognized. 

M S .  BENNETT: In addition to the Comprehensive 

cxhibit List, Staff's Composite Exhibit Number 2 and FPL's 

:omPosite Exhibit Number 41 we ask be moved into the record. 

CHAIRMAN CARTER: Show it done. Without objection, 

;how it done. 

(Exhibits 1 through 40 marked for identification.) 

(Exhibits 1, 2 and 41 admitted into the record.) 
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Okay. Now that we've heard from the parties, their 

ipening statements, we're ready for our witnesses. Will all 

.he witnesses that are going to appear in this case, would you 

please stand so we can swear you in? 

(Witnesses collectively sworn.) 

You may be seated. 

MS. Triplett. 

M R .  TRIPLETT: Thank you. 

Progress Energy Florida calls Dale Oliver to the 

itand. 

DALE OLIVER 

ias called as a witness on behalf of Progress Energy Florida, 

.nc., and, having been duly sworn, testified as follows: 

DIRECT EXAMINATION 

1Y MR. TRIPLETT: 

Q Would you please introduce yourself to the Commission 

Ind provide your business address? 

A Dale Oliver, 299 First Avenue North, St. Petersburg, 

'lorida. I'm Vice President of Transmission Operations and 

'laming for Progress Energy Florida. 

Q And have you filed prefiled direct testimony 

,egarding PEF's site selection costs for the Levy nuclear 

project in this proceeding? 

A I have. 

Q And have you filed prefiled direct testimony 
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regarding PEF's actual, actual and estimated costs for Levy 

!008 and 2009? 

A I have. 

Q And have you filed prefiled supplemental direct 

:estimony regarding PEF's site selection, actual estimated and 

xojected costs for the Levy nuclear project? 

A Yes. 

Q And do you have any changes to make to those three 

)refiled testimonies? 

A No. 

Q And if I asked you the same questions in those 

:estimonies today, would you give me the same answers that are 

tn your prefiled testimonies? 

A I would. 

M R .  TRIPLETT: We request that the prefiled 

Zestimonies be moved into evidence as though they were read 

into the record. 

CHAIRMAN CARTER: The prefiled testimony will be 

?ntered into the record as though read. 

FLORIDA PUBLIC SERVICE COMMISSION 



.-* 0 0 0 0 6 3  

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

IN RE: PETITION TO ESTABLISH DISCOVERY DOCKET REGARDING 
ACTUAL AND PROJECTED COSTS FOR LEVY NUCLEAR PROJECT BY 

PROGRESS ENERGY FLORIDA, INC. 

BY PROGRESS ENERGY FLORIDA 

FPSC DOCKET NO. 080149 

DIRECT TESTIMONY OF DALE OLIVER IN SUPPORT 
OF SITE SELECTION COSTS 

I. INTRODUCTION AND QUALIFICATIONS 

Q. 

A. 

Please state your name and business address. 

My name is Dale Oliver. My business address is 299 First Avenue North, 

St. Petersburg, Florida 33701. 

Q. By whom are you employed and in what capacity? 

i. I am employed by Progress Energy Florida, Inc. (“PEF” or the “Company”) as its 

Vice President, Transmission Operations & Planning. In this role, I have overall 

responsibility for the provision of transmission service on PEF’s system, the 

operation of the Company’s transmission system, the planning for the expansion 

of the PEF transmission system to meet PEF’s retail and wholesale customer 

service requirements, and the integration of PEF’s transmission system with the 

Florida transmission grid. 

Q. Please summarize your educational background and work experience. 

I3 164244.1 
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i. I received a bachelor’s degree in electrical engineering from Georgia Tech in 

1981 and an MBA from Georgia State University in 2001. Prior to assuming my 

current role in February, 2007, I was the Regional Vice President for PEF’s South 

Coastal Region from October, 2005 to February, 2007, and from May 2004 to 

October, 2005 the Company’s Regional Vice President for the South Central 

Region. From 2001 to 2004, I was PEF’s Director of Transmission Engineering 

and the Director of the Company’s Commitment to Excellence program. Prior to 

joining PEF in January 2001, I held a number of supervisory and management 

positions in the transmission maintenance and operations areas for the Southem 

Company’s Georgia Power subsidiary in Atlanta, Georgia. I am a registered 

professional engineer in the states of Florida and Georgia. 

11. PURPOSE AND SUMMARY OF TESTIMONY 

Q. 

A. 

What is the purpose of your direct testimony? 

The purpose of my direct testimony is to support the Company’s request 

for cost recovery pursuant to the nuclear cost recovery rule for the 

transmission portion of the site selection costs incurred prior to the 

Company’s need determination filing on March 11,2008, for the 

construction of the Company’s proposed Levy Nuclear Power Plants. 

Q. 

A. 

Do you have any exhibits to your testimony? 

No, I am not sponsoring any exhibits. I am, however, sponsoring portions 

of Schedules SS-8 through SS-8B of the Nuclear Filing Requirements (“NFRs”), 

I3 164244.1 
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which are included as part of the exhibits to Lori Cross’ testimony. Specifically, I 

am sponsoring those portions, related to transmission, of Schedule SS-8, which is 

a list of the contracts executed in excess of $1.0 million. Accordingly, I sponsor 

pages 5 and 6 of Schedule SS-8A in both Exhibits No. - (LC-4) and (LC-S), 

which reflects details pertaining to the contracts executed in excess of $1.0 

million. I am also sponsoring those portions, related to transmission, of Schedule 

SS-8B, which is a list of the contracts executed in excess of $200,000. 

All of the portions of these schedules, which I sponsor, are true and 

accurate. 

Q. Please summarize your testimony. 

A. The Company incurred site selection costs prior to filing its need 

determination on March 11,2008 to begin the design and corridor 

selection for the transmission lines necessary to support Levy Units 1 and 

2. PEF needed to enter into these contracts in 2007, and perform this work 

in 2008, to maintain the licensing and construction schedule to 

successfully bring Levy Unit 1 into commercial service in 2016. As 

demonstrated in this testimony, in my testimony filed simultaneously in 

this docket in support of the actuauestimated and projection NFR 

schedules, and in the site selection NFR schedules attached to Ms. Cross’ 

testimony, PEF took adequate steps to ensure these site selection costs 

were reasonable and prudent. PEF negotiated favorable contract terms 

under the then-current market conditions and circumstances. 
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For all the reasons provided in these testimonies and in the NFR 

schedules, the Commission should approve PEF’s site selection costs, 

related to transmission, incurred prior to March 11,2008 as reasonable 

and prudent pursuant to the nuclear cost recovery rule. 

111. SITE SELECTION COSTS INCURRED PRIOR TO 

MARCH 11,2008 FOR LEVY NUCLEAR PLANT 

Q. Did PEF incur any transmission-related costs prior to March 11,2008 

for its Levy Nuclear Project? 

A. Yes, PEF incurred site selection costs to determine the location of the 

transmission conidor in support of the Combined Operating License Application 

(“COLA”) and to begin conceptual design of the substation and transmission 

facilities. Levy Units 1 and 2 are scheduled to be built at a site selected in Levy 

County, Florida for commercial service in 2016 and 2017, respectively. 

Q. Have you filed other testimony in this docket? 

Yes, simultaneous with the filing of this testimony, I have filed testimony i. 

in support of the transmission portion of the Company’s actuayestimated and 

projected costs for the Levy Nuclear Project. In that testimony, I explained the 

prudence and necessity of the costs incurred from March 12,2008 to March 31, 

2008 for the selection of the transmission comdor and conceptual designing of the 

substation and transmission facilities. The Company incurred the same categories 

3 164244.1 
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of costs, in 2007 and 2008, prior to the Company filing the petition need 

determination on March 11,2008. The Company incurred $3.4 million in site 

selection costs for these categories. Thus, for the reasons stated in my testimony 

in support of the actuauestimated and projected costs, the Company’s site 

selection costs, related to the selection of the transmission corridor and conceptui 

designing of the substation and transmission facilities, for 2007 and 2008 are 

reasonable and prudent. 

Q. Does your simultaneously-filed testimony also provide details regarding the 

executed contracts for the selection of the transmission corridor and conceptual 

designing of the substation and transmission facilities? 

A. 

projected costs, I describe the Golder Associates, Inc. (“Golder”) contract, as well as 

the conceptual designing contract with Power Engineers, Inc. Details regarding these 

contracts are also provided in Schedules SS-8 and SS-8A, which are part of Exhibits 

No. - (LC-4) and (LC-5). The contracts are listed in these schedules for 2007 and 

for 2008. For the reasons provided in my simultaneously-filed testimony, and for the 

reasons in the site selection schedules, the contract terms, as well as the site selection 

costs incurred pursuant to those contracts, are reasonable and prudent. 

Yes, in my testimony supporting the Company’s actuavestimated and 

Q. What did the Company incur, for 2007 and 2008, in site selection costs 

to select the transmission corridor and for conceptual designing of 

substation and transmission facilities? 

3 164244. I 
5 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

4. The Company incurred $2.5 million in site selection costs in 2007 and 

$0.9 million for 2008. In addition to the costs incurred pursuant to the Golder and 

Power Engineers contracts, PEF incurred costs to determine the expected impact 

of the Levy Nuclear Project on the Florida transmission system and to determine 

the initial scope of the expected necessary system upgrades and additions 

necessary to accommodate the additional power. These costs were incurred to 

support the COLA and the Site Certification Application from the Department of 

Environmental Protection. The Company had to incur these costs to ensure that 

the necessary transmission infrastructure is in place prior to the expected 

commercial in-service dates for the Levy units. Thus, these site selection costs 

are reasonable and prudent. 

Q. 

that the Company incurred prior to filing its need petition on March 11,2008 for 

the Levy Nuclear Project reasonable and prudent? 

To summarize, were all the transmission-related site selection costs 

A. 

Q. 

A. 

3 164244.1 

Yes, the specific cost amounts contained in the schedules, which are 

attached as exhibits to Ms. Cross’ testimony, reflect the reasonably and 

prudently incurred transmission-related costs which are described above 

for the Levy Nuclear Project work prior to March 11,2008. 

Does this conclude your testimony? 

Yes, it does. 
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IN RE: PETITION TO ESTABLISH DISCOVERY DOCKET REGARDING 
ACTUAL AND PROJECTED COSTS FOR LEVY NUCLEAR PROJECT BY 

PROGRESS ENERGY FLORIDA, INC. 

BY PROGRESS ENERGY FLORIDA 

FPSC DOCKET NO. 080149 

DIRECT TESTIMONY OF DALE OLIVER IN SUPPORT OF 
ACTUALlESTIMATED AND PROJECTED COSTS 

I. INTRODUCTION AND QUALIFICATIONS 

Q. 

A. 

Please state your name and business address. 

My name is Dale Oliver. My business address is 299 First Avenue North, 

St. Petersburg, Florida 33701. 

Q. By whom are you employed and in what capacity? 

i. I am employed by Progress Energy Florida, Inc. (“PEF” or the “Company”) as its 

Vice President, Transmission Operations & Planning. In this role, I have overall 

responsibility for the provision of transmission service on PEF’s system, the 

operation of the Company’s transmission system, the planning for the expansion 

of the PEF transmission system to meet PEF’s retail and wholesale customer 

service requirements, and the integration of PEF’s transmission system with the 

Florida transmission grid. 

Q. Please summarize your educational background and work experience. 
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4. 

Q. 

A. 

Q. 

3026712.1 

I received a bachelor’s degree in electrical engineering ffom Georgia Tech in 

1981 and an MBA from Georgia State University in 2001. Prior to assuming my 

current role in February, 2007, I was the Regional Vice President for PEF’s South 

Coastal Region from October, 2005 to February, 2007, and from May 2004 to 

October, 2005 the Company’s Regional Vice President for the South Central 

Region. From 2001 to 2004, I was PEF’s Director of Transmission Engineering 

and the Director of the Company’s Commitment to Excellence program. Prior to 

joining PEF in January 2001, I held a number of supervisory and management 

positions in the transmission maintenance and operations areas for the Southem 

Company’s Georgia Power subsidiary in Atlanta, Georgia. I am a registered 

professional engineer in the states of Florida and Georgia. 

11. PURPOSE AND SUMMARY OF TESTIMONY 

What is the purpose of your direct testimony? 

The purpose of my direct testimony is to support the Company’s request 

for cost recovery pursuant to the nuclear cost recovery rule for the 

transmission portion of the costs incurred, from March 12,2008 to March 

3 1,2008, for the construction of the Company’s proposed Levy Nuclear 

Power Plants. My testimony will also support the projections for the 

transmission portion of the costs expected to be incurred for April through 

December 2008 and all of 2009. 

Do you have any exhibits to your testimony? 
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A. No, I am not sponsoring any exhibits. I am, however, sponsoring portions 

of Schedules AE-8 through AE-8A of the Nuclear Filing Requirements (“NFW), 

which are included as part of the exhibits to Lon Cross’ testimony. Specifically, I 

am sponsoring those portions, related to transmission, of Schedule AE-8, which is 

a list of the contracts executed in excess of $1.0 million in 2007. Accordingly, I 

sponsor pages 5 and 6 of Schedule AE-8A, which reflects details pertaining to the 

contracts executed in excess of $1 .O million. 

I am also sponsoring those portions of Schedules P-8 and P-8A, included 

as an exhibit to Ms. Cross’ testimony, which relate to transmission costs. 

All of the portions of these schedules, which I sponsor, are true and 

.ccurate. 

Q. Please summarize your testimony. 

A. The Company incurred preconstruction costs from March 12,2008 to 

March 31,2008 to begin the design and corridor selection for the 

transmission lines necessary to support Levy Units 1 and 2. PEF needed 

to enter into these contracts in 2007, and perform this work in 2008, to 

maintain the licensing and construction schedule to successhlly bring 

Levy Unit 1 into commercial service in 2016. As demonstrated in my 

testimony and the NFR schedules attached to Ms. Cross’s testimony, PEF 

took adequate steps to ensure that these preconstruction costs were 

reasonable and prudent. PEF negotiated favorable contract terms under 

the then-current market conditions and circumstances. 

3 
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For all the reasons provided in my testimony and in the NFR 

schedules, the Commission should approve PEF’s transmission 

preconstruction costs incurred from March 12,2008 to March 31,2008 as 

reasonable and prudent pursuant to the nuclear cost recovery rule. 

In addition, PEF has projected the costs it expects to incur for 

April through December 2008 and all of 2009. These projections are 

reasonable and reflect the best-available information the Company has 

regarding its anticipated project schedule. Accordingly the Commission 

should approve PEF’s projected costs for the transmission preconstruction 

and construction as reasonable. 

111. TRANSMISSION COSTS INCURRED FROM MARCH 12,2008 TO 

MARCH 31,2008 FOR LEVY NUCLEAR PLANT 

Q. For what work has PEF incurred transmission costs from March 12, 

2008 through March 31,2008 for its Levy Nuclear Project? 

PEF incurred preconstruction costs to determine the location of the 

transmission comdor in support of the Combined Operating License 

Application (“COLA) and the Site Certification Application (“SCA”) 

fYom the Department of Environmental Protection and to begin conceptual 

design of the substation and transmission facilities. 

A. 
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Q. Turning first to the costs incurred related to the transmission corridor 

and the development of the COLA and SCA application, please 

describe the contracts that PEF has executed related to these costs 

and the work done under them. 

PEF entered into a contract with Golder Associates, Inc. (“Golder”) to A. 

provide assistance with selecting a transmission corridor, public outreach, and 

obtaining necessary licensing from the Nuclear Regulatory Commission (“NRC”) and 

the Department of Environmental Protection (“DEP”). This work was reasonable and 

necessary to the Levy Nuclear project. The Golder contract was a sole source 

contract. Although a Request for Proposals (“RFP”) was not issued, Golder provided 

the Company with a proposal for the services PEF requested. PEF decided to sole 

source this contract because Golder had already completed preliminary assessments 

for the Levy project. Golder completed these initial analyses when the Company was 

still deciding whether to move forward with the project. Once the decision was made 

to proceed with the Levy Nuclear Project, the Company determined that there was no1 

adequate time to issue an RFP and still maintain the project milestones. In addition, 

if a different vendor than Golder was chosen, that company would have to re-do the 

initial assessment that Golder had already prepared, which would also have 

jeopardized the project schedule. 

Golder has a proven track record with timely and successfully completing PEF 

projects. Indeed, Progress Energy Service Company, LLC has a master contract with 

Golder, effective as of January 1, 2003, under which Progress has requested work to 

be done by Golder from time to time. Further, in this particular contract, PEF 

5 
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negotiated and obtained as favorable contract terms as the market conditions have 

allowed. The costs incurred pursuant to the Golder contract are thus reasonable and 

prudent. 

Q. 

transmission for the Levy Nuclear Project? 

A. 

Engineers”) for conceptual substation engineering designs. Power Engineers was 

chosen as a sole source vendor because they already had experience with and 

knowledge of PEF’s service system and transmission needs. The work for the Levy 

Nuclear Project is being done pursuant to a work authorization issued under a Master 

Contract between Progress Energy Service Company and Power Engineers. Under 

this Master Contract, Power Engineers has been doing other transmission projects for 

PEF. In addition, if a different vendor than Power Engineers was chosen, that 

company would have to re-do the initial assessment that Power Engineers had already 

prepared, which would also have jeopardized the project schedule. Given the time 

constraints and the need to meet project milestones, the Company chose to continue 

working with Power Engineers for the Levy Nuclear Project. The costs incurred 

under the Power Engineers contract are thus reasonable and prudent, given the nature 

and circumstances of the transaction. 

Has the Company entered into any other contracts related to 

Yes, PEF executed a contract with Power Engineers, Inc. (“Power 

IV. ESTIMATES AND PROJECTIONS FOR COSTS TO BE 

INCURRED FOR THE REMAINDER OF 2008 AND 2009 

13026712.1 
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Q. 

during April through December 2008 and 2009? 

A. 

Does the Company plan to incur costs for the Levy Nuclear Project 

Yes, PEF must incur transmission costs to maintain the schedule for the 

expected commercial in-service dates of the units. 

Q. 

2008? 

A. As reflected in Schedule AE-6, PEF estimates transmission preconstruction costs 

of $13.3 million and transmission construction costs of $8.4 million. These amounts 

include costs for early land acquisition, design engineering, and route selection for the 

transmission corridor. 

What major costs does PEP estimate incurring for the remainder of 

Q. 

A. 

transmission preconstruction and $140.0 million for transmission construction. These 

amounts include costs for right of way and land acquisition, as well as purchase of 

long-lead materials necessary for construction of the transmission corridor and 

substations. 

What major costs does PEF project it will incur during 2009? 

As reflected in Schedule P-6, PEF projects costs of $32.7 million for 

Q. 

A. 

How were these projected costs prepared? 

PEF developed these estimates on a reasonable engineering basis, using 

the best available information. In some instances, PEF is utilizing actual 

3026712.1 
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V. 

Q. 

information received from third parties with which it is negotiating, while 

in other instances, the contracts have already been executed. In addition, 

PEF developed these projected costs based on the preliminary project 

schedules which set forth the necessary milestones to maintain the 

expected in-service date. Accordingly, the estimated and projected 

transmission costs, as set forth in Exhibits No. - (LC-1) and (LC-2) to 

Lori Cross’ testimony, should be approved as reasonable. 

RULE 25-6.0423(5)(~)5: LONG-TERM FEASIBILITY OF 

COMPLETING LEVY NUCLEAR PROJECT 

Has the Company conducted an analysis to determine the long-term 

feasibility of completing the Levy Nuclear Project? 

A. 

Package (“BAP”), which revises the March 2006 BAP and provides the approval 

mechanism and official documentation to continue moving forward with the Levy 

Nuclear Project. In this BAP, the Company analyzed the project schedule and 

presented updated information regarding project scope and fkding requirements. 

The BAP contains a recommendation that the Company authorize the updated COLA 

funding requirements and the purchase of initial long-lead items for the AP-1000. 

Accordingly, PEF has no reason to believe that completion of the Levy Nuclear 

Project is not feasible; in fact, PEF is moving forward with the project because PEF 

believes it is feasible. In subsequent years, PEF will perform other feasibility 

On April 8,2008, PEF prepared a revision to its Business Analysis 

8 
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analyses, consistent with its standard business practice in evaluating whether to 

continue with a project like the Levy Nuclear Project, at appropriate milestones in this 

Project. 

Q. 

A. Yes, it does. 

Does this conclude your testimony? 
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IN RE: PETITION TO ESTABLISH DISCOVERY DOCKET REGARDING 
ACTUAL AND PROJECTED COSTS FOR LEVY NUCLEAR PROJECT BY 

PROGRESS ENERGY FLORIDA, INC. 

FPSC DOCKET NO. 080149 

SUPPLEMENTAL DIRECT TESTIMONY OF DALE OLIVER 
IN SUPPORT OF SITE SELECTION COSTS, 

ACTUALESTIMATED AND PROJECTED COSTS 

Q. 

A. 

Q. 

A. 

Q. 

A. 

3448945.4 

I. INTRODUCTION AND SCOPE OF TESTIMONY 

Please state your name. 

My name is Dale Oliver. 

Did you file Direct Testimony on May 1,2008 in this docket? 

Yes, I filed two sets of direct testimony in support of PEF’s site selection 

costs and its actual/estimated and projected costs, specifically for the 

transmission portions of the Levy nuclear generation project. 

Why are you filing supplemental testimony to this direct testimony? 

I am supplementing my direct testimony to provide additional information 

regarding the Company’s site selection, actual/estimated, and projected 

costs in the Nuclear Filing Requirements (“NFRs”) filed on May 1,2008. 

Rather than filing two sets of supplemental testimonies, this one testimony 

will supplement both of my testimonies filed May 1. Because my May 1 

actualkstimated and projected testimony provided information regarding 

the Company’s transmission contracts, I will not be including information 

0 0 0 0 7 8  
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Q. 

A. 

Q. 

A. 

as to those contracts in this testimony. I will also provide supplemental 

testimony regarding PEF’s reasonable and prudent project management 

policies and procedures, designed to manage transmission project costs 

and maintain the project schedule. 

11. SITE SELECTION COSTS INCURRED PRIOR TO 

MARCH 11,2008 FOR LEVY NUCLEAR PLANT 

Has the Company incurred transmission-related site selection costs 

for the Levy Nuclear Plant? 

Yes, PEF incurred site selection costs for transmission in 2007 and 2008. 

As reflected in Schedule SS-6 of Ms. Cross’ Exhibit LC-4, the 2007 site 

selection costs are broken down into three categories: Line Engineering 

$2 million (“M);  Substation Engineering $171 thousand (“K); and Other 

$866K. 

As reflected in Schedule SS-6 of Ms. Cross’ Exhibit LC-5, the 

2008 site selection costs are broken down into three categories: Line 

Engineering $222K; Substation Engineering $1 OK, and Other $685K. 

For the Line Engineering costs you identified, please describe what 

these costs are and explain why the Company had to incur them. 

These costs include the conceptual engineering design costs of the 

transmission lines. This engineering work identified the size, type, and 

2 
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3448945.4 

general location of various options for the transmission lines necessary to 

incorporate the Levy nuclear power plants into the PEF transmission 

system and the state-wide electric grid. Identification of the size, type, 

and general location of various transmission line and facility options for 

the Levy nuclear project was necessary to perform a study to evaluate the 

cost, reliability, and other factors associated with selecting the most 

appropriate option to successfully and reliably add the Levy nuclear power 

plants to the PEF transmission system and the state-wide electric grid. 

This work also allowed the Company to determine the initial scope of the 

expected necessary new system lines and line upgrades to accommodate 

the additional power from Levy Units 1 and 2 on PEF’s system. 

These Line Engineering costs were incurred in 2007 and 2008 to 

maintain the project schedule for the 2016 in-service date of Levy Unit 1 

and the 2017 in-service date of Levy Unit 2. Such work was and is 

necessary to identify and select the appropriate transmission corridor, and 

to prepare the necessary corridor and transmission line and facility 

information for the submission of the Combined Construction and 

Operating License Application (“COLA”) to the Nuclear Regulatory 

Commission (“NRC”) and the Site Certification Application (“SCA) to 

the Florida Department of Environmental Protection (“FDEP”). Both 

applications must address and generally describe the transmission 

corridors and the necessary transmission system facilities and upgrades for 

the Levy nuclear power plants. The Company submitted the SCA to 

3 
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FDEP on June 2,2008 and plans to submit the COLA to the NRC this 

year. The Company had to incur these costs at this time to ensure that 

these applications were completed and the schedule maintained so that the 

necessary transmission infrastructure is in place prior to the expected 

commercial in-service dates for the Levy units and the planned in-service 

dates for Levy Units 1 and 2 are met. 

Q. For the Substation Engineering costs you identified, please describe 

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

These costs include the conceptual engineering design for substations. 

This work was necessary to identify the number of substations, their 

general location, size, and equipment needs, required to incorporate the 

Levy nuclear power plants into the PEF transmission system and the state- 

wide electric grid under the various transmission option corridors 

considered. 

A. 

These substation engineering costs were incurred in 2007 and 2008 to 

maintain the project schedule for the 2016 in-service date of Levy Unit 1 

and the 2017 in-service date of Levy Unit 2. Such work was and is 

necessary to identify and select the appropriate substation sites, and to 

prepare the necessary transmission facility information for the submission 

of the COLA to the NRC and the SCA to the FDEP. As I explained 

above, both applications must address and generally describe the 

necessary transmission system facilities and upgrades for the Levy nuclear 

4 
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power plants. The Company submitted the SCA to FDEP on June 2,2008 

and plans to submit the COLA to the NRC this year. The Company had to 

incur these costs at this time to ensure that these applications were timely 

completed and the schedule maintained so that the necessary transmission 

infrastructure is in place prior to the expected commercial in-service dates 

for the Levy units and the planned in-service dates for Levy Units 1 and 2 

are met. 

Q. There are “Other” costs identified, can you please describe them and 

explain why the Company had to incur them? 

These costs include project management and related overhead and 

miscellaneous costs associated with planning and siting the transmission 

projects for the Levy Nuclear Project. To illustrate, these costs include 

PEF’s costs under its contract with its corridor consultant to provide 

assistance with selecting a transmission corridor, public outreach, and 

obtaining necessary licensing from the NRC and the FDEP. These costs 

also include the work required to prepare the corridor study to identify the 

preferred corridors for the necessary new transmission lines. In preparing 

this corridor study the Company incurred costs to address and prepare 

findings on land use planning, design, environmental, system planning, 

and real estate acquisition issues. Also, the Company incurred costs 

working with the public and government agencies to incorporate their 

A. 
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. 
comments into the corridor study and include their input in the selection of 

the preferred transmission corridors. 

These costs were necessary to maintain the project schedule for the 

2016 in-service date of Levy Unit 1 and the 2017 in-service date of Levy 

Unit 2. The Company has selected the transmission corridors needed to 

support the Levy nuclear project. Also, such costs were necessary for the 

transmission information that must be included in the COLA submitted to 

the NRC and the SCA submitted to the FDEP. As I explained above, both 

applications must address and generally describe the transmission 

corridors and the necessary transmission system facilities and upgrades for 

the Levy nuclear power plants. The Company had to incur these costs at 

this time to ensure that these applications were completed and that the 

schedule for the Levy nuclear project is maintained. 

111. TRANSMISSION PRECONSTRUCTION ACTIVITIES 

Q. What costs has PEF included in this filing for transmission 

preconstrnction costs? 

PEF has filed actuaUestimated 2008 and projected 2009 preconstruction 

costs for transmission for the Levy Nuclear Plant as of May 1,2008. 

Schedule AE-6 of Exhibit LC-1 shows transmission preconstruction costs 

for 2008 actual/estimated in the following categories: Line Engineering 

$6M; Substation Engineering $6M; and Other, about $1M. Schedule P-6 

of Exhibit LC-2 breaks down the 2009 projected transmission 

A. 
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preconstruction costs into the following categories: Line Engineering 

$13M; Substation Engineering $13M; Clearing $3M; and Other $3M. 

Q. Please describe what the projected preconstruction Line Engineering 

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

These costs include the continued conceptual and preliminary engineering 

design and engineering detail work for the transmission lines that will 

support the Levy Units and for other lines on PEF’s system that must be 

enhanced to efficiently and effectively handle the additional power flow 

on the system as the result of the addition of the Levy Units. Examples of 

the costs are preliminary engineering work for route selection and route 

selection costs, including associated costs for engineering studies. 

A. 

These preconstruction Line Engineering costs are necessary to 

complete the work for the transmission information included in the COLA 

and the SCA for the Levy Nuclear Project. These preconstruction costs 

are also necessary to maintain the project schedule, which currently calls 

for all transmission facilities to be designed, constructed, and operational 

in time for the expected commercial in-service of Levy Unit 1 in June 

2016. 

Q. Please describe what the preconstruction Substation Engineering 

costs are and explain why the Company has to incur them. 
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A. These costs include the continued conceptual and preliminary engineering 

design and engineering detail work for the substations required to support 

the Levy Units. These Substation Engineering preconstruction costs are 

necessary to complete the work for the transmission information included 

in the COLA and the SCA for the Levy Nuclear Project. These 

preconstruction costs are also necessary to maintain the project schedule, 

which currently calls for all transmission facilities to be designed, 

constructed, and operational in time for the expected commercial in- 

service of Levy Unit 1 in June 2016. 

Q. Please describe the Clearing costs and explain why the Company 

needs to incur them. 

These costs include costs associated with clearing acquired rights of way 

(“ROW’) for the construction of the transmission lines required to support 

the Levy Units and the costs associated with clearing the ROWs to ensure 

access for transmission construction. These Clearing costs are necessary 

to complete the work to prepare the ROWs and easements for the 

transmission facilities required to support the Levy Units. These 

preconstruction costs are also necessary to maintain the project schedule, 

which currently calls for all transmission facilities to be designed, 

constructed, and operational in time for the expected commercial in- 

service of Levy Unit 1 in June 2016. 

A. 
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Q. Please describe what the Other category of preconstruction costs 

include and explain w'hy the Company needs to incur them. 

These costs include project management and related overhead and 

miscellaneous costs associated with planning and siting the transmission 

projects for the Levy Nuclear Project. Such costs include public outreach, 

project scheduling, and development of contracting strategies. All of these 

other preconstruction costs are necessary to complete the work for the 

transmission information included in the COLA and the SCA for the Levy 

Nuclear Project. These costs are also necessary to maintain the project 

schedule. 

A. 

Q. Please describe briefly how the transmission preconstruction cost 

estimates were prepared. 

PEF developed these Line Engineering, Substation Engineering, Clearing, 

and Other preconstruction cost estimates on a reasonable engineering 

basis, using the best available engineering and utility market information 

at the time, consistent with utility industry and PEF practice. These cost 

estimates used preliminary transmission project plans and project 

schedules to determine what transmission preconstruction work will be 

done and when it will be done to achieve the necessary project milestones 

and maintain the expected in-service dates for the Levy Units. The 

estimates in the May 1 ,  2008 NFRs were prepared early in the process for 

the Levy Nuclear Project and, as a result, they include levels of 

A. 
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uncertainty and are subject to change as the transmission projects and 

work on those projects become more developed, corridors or project sites 

are selected, the location of facilities within comdors and on sites are 

determined, clearing work is better defined, engineering work is refined, 

and construction begins. The preconstruction transmission cost estimates 

are, therefore, changing for these reasons. 

IV. TRANSMISSION CONSTRUCTION ACTIVITIES 

What costs has PEF included in this filing for transmission 

construction costs? 

PEF has actual/estimated 2008 and projected 2009 Construction costs for 

transmission for the Levy Nuclear Plant as of May 1,2008. Schedule AE- 

6 of Exhibit LC-1 shows transmission construction costs for 2008 

actual/estimated in the following categories: Substation Engineering $2M; 

Real Estate Acquisition $3M; Substation Construction $2M; and Other 

$837K. Schedule P-6 of Exhibit LC-2 breaks down the 2009 projected 

transmission construction costs into the following categories: Line 

Engineering $4M; Substation Engineering $29M; Real Estate Acquisition 

$54M; Line Construction $7M; Substation Construction $32M; and Other 

$13M. 

Q. 

A. 

Q. Please describe the Line Engineering construction costs and explain 

why the Company needs to incur them. 

3448945.4 
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A. These construction costs include the necessary engineering supervision 

and engineering support for the actual construction work to install 

transmission lines and transmission line upgrades necessary for the 

addition of the Levy Units to PEF’s transmission system. These costs are 

necessary to ensure that the transmission lines and transmission line 

upgrades required to support the Levy Units on PEF’s transmission system 

are installed when needed to maintain the project schedule for the 2016 in- 

service date of Levy 1. 

Q. Please describe what the Substation Engineering construction costs 

are and explain why the Company needs to incur them. 

These costs include the necessary engineering supervision and engineering 

support for the actual substation construction work required for the 

addition of the Levy Units to PEF’s transmission system. These costs are 

necessary to ensure that the transmission substations required to support 

the Levy Units on PEF’s transmission system are installed when needed to 

maintain the project schedule for the 2016 in-service date of Levy 1. 

A. 

Q. Please describe the Real Estate Acquisition costs and explain why the 

Company needs to incur them. 

These costs include the estimated land and ROW acquisition costs 

necessary for the transmission facilities to support the addition of the Levy 

Units to PEF’s system. These costs include the siting, survey, appraisal, 

A. 
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Q. 

A. 

Q. 

A. 

13448945.4 

title commitments, permitting, legal and related costs, ordinance review, 

and actual purchase costs for the land and easements necessary for the 

transmission facilities for the Levy Nuclear Project. These costs are 

necessary to ensure that the ROWS and other land upon which the 

transmission facilities will be located are available when needed to 

maintain the project schedule for the 2016 in-service date of Levy 1. 

Please describe the Line Construction costs and explain why the 

Company needs to incur them. 

These costs include the contracted construction labor, the transmission 

poles, structures, and other material costs, equipment, and all other costs 

associated with actual construction of the transmission lines and 

transmission line upgrades. These costs are necessary to begin 

construction of the actual transmission lines and transmission line 

upgrades that are necessary to support the addition of the Levy Nuclear 

Units to PEF’s system. 

Please describe the Substation Construction costs and explain why the 

Company needs to incur them. 

These costs include construction labor, substation structures and other 

substation materials, substation equipment, and all other costs associated 

with substation, protection, and control (relay) construction. These costs 

are necessary to begin construction of the actual transmission substations 

12 
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that are necessary to support the addition of the Levy Nuclear Units to 

PEF’s system. 

Q. Please describe what the Other costs are and explain why the 

Company needs to incur them. 

These costs include the project management and related overhead and 

miscellaneous costs associated with the transmission projects for the Levy 

Nuclear Project. Such costs include public outreach, project scheduling, 

and development of contracting strategies. These other construction costs 

are necessary to maintain the project schedule, which currently calls for all 

transmission facilities to be designed, constructed, and operational in time 

for the expected commercial in-service of Levy Unit 1 in June 2016. 

A. 

Q. Please describe briefly how the transmission construction cost 

estimates were prepared. 

PEF developed these Line Engineering, Substation Engineering, Real 

Estate Acquisition, Line Construction, Substation Construction, and Other 

transmission construction cost estimates on a reasonable engineering 

basis, using the best available construction and utility market information 

at the time, consistent with utility industry and PEF practice. These 

estimates used preliminary transmission project plans and project 

schedules to determine what transmission construction work will be done 

and when it will be done to achieve the necessary project milestones and 

A. 
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maintain the expected in-service dates for the Levy Units. The estimates 

in the May 1,2008 NFRs were prepared early in the process for the Levy 

Nuclear Project and, as a result, they include levels of uncertainty and are 

subject to change as the transmission projects and transmission work on 

those projects become more developed, corridors or project sites are 

selected, the location of facilities within corridors and on sites are 

determined, engineering work becomes more detailed, and construction 

commences. For the above reasons, the project costs will continue to 

change throughout the project. PEF will keep the Commission informed 

of these changes through the annual NFR filing process. 

V. 

Q. 

PROJECT MANAGEMENT AND COST CONTROL OVERSIGHT 

Has the Company implemented any project management or cost 

control oversight mechanisms for the transmission portion of the Levy 

Nuclear project? 

Yes. The Company is using numerous existing policies and procedures to 

ensure that the transmission costs for the Levy Nuclear project are 

prudently incurred and that the project remains on schedule. The 

transmission projects associated with the Levy Nuclear Project are subject 

to the same overall Company management as the generation side of the 

Levy Nuclear Project that is discussed in the testimony of Mr. Roderick. 

This is accomplished through the Company’s Integrated Project Plan for 

the Levy Nuclear Project. Consequently, the Company’s Project 

A. 

13448945.4 
14 

0 0 0 0 9 1  



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

3448945.4 

. 

Evaluation and Authorization Process, Project Govemance Policy, and 

Project Manual apply to the transmission projects required to support the 

addition of the Levy nuclear units to PEF’s system under the Levy Nuclear 

Project. 

Also, the transmission projects and work for the Levy Nuclear 

Project comply with the Project Assurance Program Policy and the Project 

Assurance Program Manual, which implement procedures to identify and 

document key project decisions. Similarly, the Document Management 

System for Generation & Transmission Construction Department is used 

to manage the documents associated with the transmission work for the 

Levy Nuclear Project. 

To maintain control over the transmission projects and related 

work, a detailed schedule is maintained and regularly updated. The 

schedule defines the transmission task order, specific time frame allocated 

to the task, and the task start and finish dates. The schedule is used to 

provide management with timely information necessary to make decisions 

related to the transmission work for the Levy Nuclear Project. The 

schedule also allows the Company to coordinate transmission work for the 

Levy Nuclear Project with intemal Company departments such as 

engineering, construction, Energy Control, and the generating stations, 

among others. The schedule further serves as a link between the Company 

and the Company’s contractors and a management tool with the outside 

contractors. Various levels of supporting schedules are also developed 
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and used throughout the course of the transmission projects for the Levy 

Nuclear Project. 

Other corporate tools will support the management of the 

transmission work for the Levy Nuclear Project. The Oracle Financial 

Systems/Business Objects reporting tool provides monthly corporate 

budget comparisons to actual cost information, as well as detailed 

transaction information. This information, along with other financial 

accounting data, will allow us to regularly monitor the costs of the 

transmission work compared to the budget and make decisions 

accordingly to see to it that the costs incurred are reasonable and prudent 

for the work obtained. Similarly, we will use the Passport system under 

the Contract Development and Administration Policy to manage contracts 

for transmission work on the Levy Nuclear Project. This system routes 

contracts for approval, including contract amendments and work 

authorizations, and facilitates routing and approval of contractor invoices 

and payments. 

Q. What procedures are used by PEF to ensure the reasonable and 

prudent selection of contractors and vendors for the transmission 

projects for the Levy Units? 

PEF typically uses bidding procedures, through Requests for Proposals 

(“RFP”), to ensure that the chosen contractors and vendors provide the 

best value for PEF’s customers. RFPs cannot always be used, however, to 

A. 
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obtain services or materials. When deciding to use a sole source 

contractor or vendor, PEF provides sole source justifications for not doing 

an RFP for the particular work or material. When PEF contracts with sole 

source contractors or vendors PEF further ensures that the contracts 

contain reasonable and prudent contract terms with adequate pricing 

provisions (including fixed price and/or firm price escalated according to 

indexes, where possible). 

Sole source contractor or vendor relationships are sometimes 

necessary to provide the services or materials at all or at the most 

reasonable cost under the circumstance. To illustrate, in some instances, 

the particular contractor or vendor has particular experience with the plant 

or the work required, thus making it advantageous for that vendor to 

accomplish the work. 

Q. Does PEF have any mechanisms in place to ensure that the policies 

and procedures described above are effective? 

Yes, PEF uses intemal auditing to verify that its program management and 

cost oversight controls are effective. These intemal audits occur regularly 

for large projects like the Levy transmission projects. Recommendations 

and results from Intemal Audit reviews are provided to management as 

well as members of the project team for continuous improvement. 

A. 

Also, the Levy Integrated Nuclear Committee (“LINC’) reviews 

key milestones, cost and emergent issue information related to both the 

3448945.4 
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Generation and Transmission portions of the project on a regular basis. 

This Committee was chartered by Senior Management and the PEF Board 

to manage all aspects of planning and execution of the Levy Nuclear 

Project, with clear accountability in functional areas along each phase 

from design to commercial operation. The LINC serves as a means to 

ensure proper coordination and appropriate documentation of activities 

that cross multiple organizational boundaries. 

Additionally, monthly summary report information is provided to 

members of Progress Energy Senior Management that highlights financial, 

schedule, and current issue information. This information is provided in 

summary format to the Company’s Board of Directors on a quarterly 

basis. 

On-going funding and project review for the transmission projects 

in the Levy Nuclear Project is prepared on a periodic basis for members of 

Senior Management and presented as an Integrated Project Plan (“IPP”) in 

accordance with the Company’s Capital Projects guidance. Detailed 

project cost and schedule information is monitored regularly by the project 

management and cost management personnel within the functional 

department, and monthly reviews of the project status are presented to the 

Department Vice President. Finally, project assurance support personnel 

assigned specifically to the project are involved in all key meetings and 

decision-making discussions. 

18 



Q. 

A. Yes, it does. 

Does this conclude your testimony? 

3448945.4 
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IY MR. TRIPLETT: 

Q 

A I do. My name is Dale Oliver. Again, I'm Vice 

)resident of Transmission Operations and Planning at Progress 

:nergy Florida. I have submitted testimony in the nuclear cost 

.ecovery proceeding and I am here today to answer any questions 

.hat you may have. 

Do you have a summary of your prefiled testimonies? 

MR. TRIPLETT: Thank you. We tender Mr. Oliver for 

:ross-examination. 

CHAIRMAN CARTER: Thank you. Mr. Burgess. 

Ir . McWhirter. 

CROSS EXAMINATION 

1Y MR. McWHIRTER: 

Q Mr. Oliver, did you have any part in preparing the 

'en-Year Site Plan for Progress Energy? 

A I did not. 

Q Are you aware of the numbers in that Ten-Year 

'lan? 

MR. TRIPLETT: Objection. Lack of foundation 

iust said he was not involved in the preparation of the 

'en-Year Site Plan. 

MR. McWHIRTER: That's why I'm trying to lay a 

ioundat ion. 

CHAIRMAN CARTER: Sustained. The objection is 

ustained, Mr. McWhirter. 
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MR. McWHIRTER: All right. I have no further 

pestions. 

CHAIRMAN CARTER: Mr. Brew. 

MR. BREW: None, Mr. Chairman. 

CHAIRMAN CARTER: Staff. 

MS. BENNETT: No questions. 

CHAIRMAN CARTER: Commissioners? Commissioner 

xgenziano, you're recognized. 

COMMISSIONER ARGENZIANO: Thank you. 

Mr. Oliver, could you, for the benefit of the people 

t home too, along with myself, the, are these, could you tell 

le the total cost and then the cost, tell me what each tab 

osts are also, and if you can explain them briefly. 

THE WITNESS: Each tab in my testimony? 

COMMISSIONER ARGENZIANO: Yes. Please. 

MR. TRIPLETT: And, Mr. Chairman, if I could, I just 

rant to help him because he has a lot of testimony. So I think 

f he refers to his supplemental testimony, that would help you 

o give an overview. 

THE WITNESS: Is there any particular schedule? 

COMMISSIONER ARGENZIANO: Well, what I'm trying to 

et at I guess is the total cost, what the total cost that 

ou've come up with and then individual tabs for, let's say, 

ite selection. Are there preconstruction costs, 

reconstruction costs included, are those totals? Are we to 

FLORIDA PUBLIC SERVICE COMMISSION 
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,ee more coming next year? 

THE WITNESS: I think, let me, let me -- it may help 

o kind of explain the process as to where we are. You know, 

re were here and talked about a little bit of this during the 

leed hearing, and kind of take you from where we were at that 

joint to where we are today. 

At the need hearing we, we came in and at that time 

alked about the selected corridors that, that we had planned 

0 ,  to route these transmission lines in to integrate the Levy 

uclear site into the system. And, and with those corridors 

here was a, and in my final testimony there's a list of 

lrojects, of new transmission lines, new substations, along 

rith existing facilities that are going to need to be upgraded. 

So in assessing, in assessing all of that, there 

rere, you'll see some testimony that relates to a contract with 

older and a contract that refers to Power Engineers to do the 

mnviromental work related to that, as well as some of the 

onceptual design work for all of those. 

So from that, at that point in time we were at 

ne-mile-wide corridors. From that time to today we are in the 

rocess of narrowing those corridors from -- they were a mile 

t that time down to the specific corridors, whether it be 

50  feet, 1 5 0  feet, whatever we need to make sure that we stay 

ithin design limits and minimize the impacts on the land, the 

nvironment and the customers that are out there today. So the 
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:osts that you see reflected in these schedules relate to 

really site selection that we went through, the public 

iutreach, conceptual design and those areas. 

COMMISSIONER ARGENZIANO: Well, I guess -- 

THE WITNESS: And let me say one other. Any, any 

3dvanced land purchase for substation sites that may be taking 

,lace, you know, as we speak. 

COMMISSIONER ARGENZIANO: Okay. Mr. Chair. 

CHAIRMAN CARTER: You're recognized. 

COMMISSIONER ARGENZIANO: Well, then what I'm reading 

in the tabs, I'm trying to, I guess, figure out total cost and 

individual cost of some of the items you're talking about. And 

C guess when it comes to the transmission lines, is this -- let 

ne see if I can say it the right way. Is this, what's 

:ontained here, all of the site selection cost for 

xansmission? 

THE WITNESS: It is. it is the site selection cost 

lor not -- you know, what we've incurred up to this point in 

:ime plus what we expect to incur through the end of these, 

:his filing date. 

COMMISSIONER ARGENZIANO: Okay. So then we will see 

nore transmission costs? 

THE WITNESS: Yes. Yes. And if you notice, in the 

xhedule that's filed there are in-service dates. You know, 

511 of these projects are expected to be in service by the mid 

FLORIDA PUBLIC SERVICE COMMISSION 
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015 time frame to allow a year's worth of testing before 

hit 1 goes online. So they're staged in over, over periods of 

ime. They won't all start at the same time, they will not all 

inish at the same time. But there will be, there will be more 

most associated with this as, as we move forward. 

COMMISSIONER ARGENZIANO: Okay. And as you know, I'm 

ure you know, or just for the people out there who may be 

latching that the statute also says we shall allow the recovery 

If those, of those site selection costs. 

THE WITNESS: Right. 

COMMISSIONER ARGENZIANO: On the preconstruction 

osts, same, same type question. Are we looking at all 

Ireconstruction costs right now or will there be more? 

THE WITNESS: There could be more preconstruction 

osts just as, just as there might, there probably will be more 

ite selection costs. Because, again, as we stage these 

hrough time, they won't all be done at the same time. So 

lrojects, you know, for example, that do not come in, don't 

ave in-service dates until 2015,  those projects may not get 

nderway fully until 2010 ,  2012 ,  2011  time frame. Again, it 

ust depends on how they're staged and planned. 

COMMISSIONER ARGENZIANO: Okay. Thank you, 

r. Chair. 

CHAIRMAN CARTER: Thank you, Commissioner. 

I think in your, your line of questioning it kind of 
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.sked -- did you get the numbers that you were looking for, 

'ommissioner, in terms of the amount? 

COMMISSIONER ARGENZIANO: I don't, I don't think so.  

CHAIRMAN CARTER: Because -- 

COMMISSIONER ARGENZIANO: I guess, Mr. Chair, what I 

lly trying to do, and for the benefit of the people at 

lome is to try to show a total and maybe total by tab of what 

re have now. 

CHAIRMAN CARTER: Because I think that from this 

estimony on the amount for, the remaining amount for, the 

mount for 2008 shows for transmission preproduction costs of 

1 3 . 3  million and $8.4 million from your testimony; correct? 

THE WITNESS: Correct. 

CHAIRMAN CARTER: And for the major costs for '09 it 

hows $ 3 2 . 1  million for transmission preconstruction and 

140 million for transmission construction; correct? 

THE WITNESS: That's correct. 

COMMISSIONER ARGENZIANO: Okay. And then indicating 

hat there, there could be more costs to come from -- 

THE WITNESS: There could be more, that's correct, as 

'e move forward. Right. 

CHAIRMAN CARTER: Okay. Thank you. 

I think that's what you were looking for for those 

umbers. 

COMMISSIONER ARGENZIANO: Yes. Thank you, Mr. Chair. 

FLORIDA PUBLIC SERVICE COMMISSION 
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CHAIRMAN CARTER: Commissioners, anything further? 

Ms. Triplett. 

M R .  TRIPLETT: No redirect. 

CHAIRMAN CARTER: Okay. Are you going to move any, 

my evidence for this, any exhibits for this witness? 

MR. TRIPLETT: He does not have any exhibits. 

CHAIRMAN CARTER: Okay. 

MR. TRIPLETT: He sponsors portions of other exhibits 

:hat will be moved in later. 

CHAIRMAN CARTER: One second. 

COMMISSIONER ARGENZIANO: Mr. Chair. 

CHAIRMAN CARTER: Commissioner Argenziano. 

COMMISSIONER ARGENZIANO: Can I go back and ask 

mother question as I think about it? 

CHAIRMAN CARTER: You're recognized. Yes, ma'am. 

COMMISSIONER ARGENZIANO: I think it would be 

)robably beneficial to maybe describe what encompasses site 

selection costs. 

THE WITNESS: Site selection costs would encompass 

:he work that was, was done by, as a consulting firm, Golder in 

ielping us once the studies were done, once the electrical 

xtudies were done to understand better how we would route, 

route those lines through the state with minimum encumbrance in 

mvironmental areas and, and things like that. So it would be 

:he costs associated with that, which does, does include public 

FLORIDA PUBLIC SERVICE COMMISSION 
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mtreach, any of the mailings, any of the discussions that we 

lave at open houses and those type things. 

COMMISSIONER ARGENZIANO: And are you indicating that 

it would take to 2010 to get all your sites, select all your 

sites? 

THE WITNESS: It possibly could going through the 

,pen house process because, again, some of these don't go into 

service until 2015. So I would, I would say, and I don't have 

:he entire schedule in my head, that in the 2010 to 2011 time 

Frame we would be wrapping most of that up. 

And I think, I think to go further, our intent is to 

lave the corridors, well, the corridors down to the specific 

routes established sometime first quarter of next year. So 

:hat's when we will have -- but then the land portion of that 

:ontinues to stretch as we negotiate with the property owners, 

vhether we're talking about fee purchases or easement type 

:hings, those will be stretched out over, over that period of 

:ime. 

COMMISSIONER ARGENZIANO: So then I guess it's going 

:o take a number of years to even figure out totals of site 

;election. 

THE WITNESS: Probably so. I would guess so. Yes. 

COMMISSIONER ARGENZIANO: Thank you, Mr. Chair. 

CHAIRMAN CARTER: Thank you. 

Commissioners, anything further? 

FLORIDA PUBLIC SERVICE COMMISSION 
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Thank you. Ms. Triplett. 

MR. TRIPLETT: No, no redirect. 

CHAIRMAN CARTER: Okay. Thank you, Mr. Oliver. 

THE WITNESS: Thank you. 

MR. TRIPLETT: And may Mr. Oliver be excused from the 

roceeding? 

CHAIRMAN CARTER: NO. We want to -- 

M R .  TRIPLETT: Dismissed or -- 

CHAIRMAN CARTER: No. We want to torture him. 

Yes, he may be excused. 

THE WITNESS: Thank you. 

MR. TRIPLETT: Thank you, sir. 

CHAIRMAN CARTER: This was your witness you wanted to 

ake out of order; correct? Thank you. 

THE WITNESS: Yes, sir. 

(Transcript continues on Page 106.) 
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MS. TRIPLETT: And I think the next witness, to go 

)ack to the order, will be Mr. Garrett, and he has been excused 

.ram the proceeding. 
CHAIRMAN CARTER: Is that the agreement of the 

)arties, that Mr. Garrett has been excused from the proceeding? 

MR. McWHIRTER: Yes, sir. 

CHAIRMAN CARTER: Commissioners? 

Ms. Triplett, yes. 

MS. TRIPLETT: And so he has two testimonies that I 

iould ask to be inserted as though read. He has Prefiled 

)irect Testimony regarding the Levy Project and he also has 

'refiled Direct Testimony regarding the CR-3 uprate. 

CHAIRMAN CARTER: The prefiled testimony of the 

iitness will be adopted into the record as though read. 

MS. TRIPLETT: And then we would ask for his exhibits 

.o be moved. They are Numbers 3 through 5 in the Comprehensive 

:xhibit List. 

CHAIRMAN CARTER: Any objections from the parties on 

:xhibits 3 through 5 ?  

Without objection, show it done. 

(Exhibits 3 through 5 admitted into evidence.) 
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IN RE: PETITION TO RECOVER THE COSTS OF THE CRYSTAL 
RIVER UNIT 3 UPRATE PURSUANT TO THE NUCLEAR COST 

RECOVERY RULE 

BY PROGRESS ENERGY FLORIDA 

FPSC DOCKET NO. 

DIRECT TESTIMONY OF WILL GARRETT 

2. 

i. 

2. 

i. 

2. 

i. 

I. INTRODUCTION AND QUALIFICATIONS 

Please state your name and business address. 

My name is Will Garrett. My business address is 299 First Avenue North, St. 

Petersburg, FL 33701. 

By whom are you employed and in what capacity? 

I am employed by Progress Energy Service Company, LLC as Controller of 

Progress Energy Florida. 

What are your responsibilities in that position? 

As legal entity Controller for Progress Energy Florida (“PEF” or “the 

Company”), I am responsible for all accounting matters that impact the 

reported financial results of this Progress Energy Corporation entity. I have 

direct management and oversight of the employees involved in PEF Regulatory 

Accounting, Property Plant and Materials Accounting, and PEF Financial 

Reporting and General Accounting. In th is  capacity, I am also responsible for 
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the Crystal River Unit 3 (CR3) Uprate Cost RecoveIy True-Up filing in 

accordance with Rule 25-6.0423, Florida Administrative Code (F.A.C.). 

What is the purpose of your testimony? 

The purpose of my testimony is to present for Commission review and approval, 

costs associated with Progress Energy Florida’s CR3 Uprate activities for the period 

January through December 2006 and January through December 2007. Pursuant to 

Rule 25-6.0423, F.A.C., PEF is presenting testimony and exhibits for the 

Commission’s determination of prudence for actual expenditures and associated 

carrying costs. 

Are you sponsoring any exhibits in support of your testimony? 

Yes. I am sponsoring sections of the following exhibits, which were prepared 

under my supervision: 

Exhibit No. - (WG-l), consisting of Schedules T-1 through T-10, which 

reflect PEF’s retail revenue requirements for the CR3 Uprate fiom January 

2007 through December 2007; however, I will only be sponsoring 

Schedules T-1 through T-6B , T-9, and T-10. Daniel L. Roderick will be 

sponsoring Schedules T-7 through T-8B; and 

Exhibit No. -(WG-2), consisting of Schedules T-1 through T-10, 

reflecting PEF’s retail revenue requirements for the CR3 Uprate for period 

January 2006 through December 2006; however, I will only be sponsoring 
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4. 

Schedules T-1 through T-6B, T-9, and T-10. Daniel L. Roderick will be 

sponsoring Schedules T-7 through T-8B. 

Schedules T-2, T-4, T-5, T-6B, T-9, and T-10 in both exhibits are shown for 

informational purposes only and show no activity as they are not applicable to the 

CR3 Uprate during the reporting period. 

These exhibits are true and accurate. 

What are Schedules T-1 through T-6A and Schedules T-9 through T-lo? 

Schedule T-1 reflects the actual true-up of total retail revenue requirements 

for the period. 

Schedule T-2 reflects the calculation of the true-up of preconstruction costs 

for the period. 

Schedule T-3 reflects the calculation of the true-up of carrying costs on 

construction expenditures for the period. 

Schedule T-3A reflects a calculation of actual deferred tax carrying costs for 

the period. 

Schedule T-3B reflects the calculation of the actual construction period 

interest for the period. 

Schedule T-4 reflects recoverable Operations and Maintenance (O&M) 

expenditures for the period. 

Schedule T-5 reflects other recoverable O&M expenditures for the period. 

0 
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0 Schedule T-6 reflects actual monthly expenditures for preconstruction and 

construction costs for the period. 

Schedule T-6A reflects descriptions of the major tasks. 

Schedule T-6B reflects annual variance explanations. 

Schedule T-7 reflects technology selected for the CR3 Uprate. 

Schedule T-8 reflects contracts executed in excess of $1.0 million. 

Schedule T-8A reflects details pertaining to the contracts executed in excess 

of $1.0 million. 

Schedule T-8B reflects contracts executed in excess of $200,000, yet less 

than $1.0 million. 

Schedule T-9 reflects the calculation of the Final True-up Amount. 

Schedule T-10 reflects the calculation of interest. 

0 

0 

0 

0 

0 

0 

What is the source of the data that you will present by way of testimony or 

exhibits in this proceeding? 

The actual data is taken fiom the books and records of PEF. The books and records 

are kept in the regular course of our business in accordance with generally accepted 

accounting principles and practices, and provisions of the Uniform System of 

Accounts as prescribed by Federal Energy Regulatory Commission (FERC) and any 

accounting rules and orders established by this Commission. 
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What is the final true-up amount for which PEF is requesting recovery for the 

period January 2006 through December 2007? 

PEF is requesting approval of a total under-recovery amount of $928,895 for the 

calendar period of January 2006 through December 2007. This amount, which can 

be seen on Line 6 of Schedule T-1 of Exhibit No. - (WG-l), represents the 

carrying cost associated with the CR3 Uprate and was calculated in accordance witl 

Rule 25-6.0423. 

What is the carrying cost rate used in Schedule T-3? 

The carrying cost rate used on Schedule T-3 of 8.848% and referenced in detail at 

footnote "C" of this schedule, is based on the approved Allowance for Funds Used 

During Construction (AFUDC) rate pursuant to Docket 050078-EL Order PSC-05- 

0945-S-EL. This rate represents our current allowed AFUDC rate. The annual rate 

was adjusted to a monthly rate as required by the AFUDC rule, FPSC Rule 25- 

6.0141, Item (3). 

What does the adjustment on Line 3 of Schedule T-3 represent? 

It represents the return on average net Construction Work In Progress (CWIP) 

additions that is being included in the CR3 Uprate costs until such time as these 

costs are recovered under the Capacity Cost Recovery (CCR) rate. Normal 

determination of AFUDC includes a return on eligible capital additions plus a 

compounded rate of return until plant investments are placed in service and 
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recovered in rates. Likewise under these circumstances a compounded retum is 

appropriate until this return is recovered in rates. 

What are the total costs incurred for period January 2007 through December 

2007? 

Total capital expenditures gross ofjoint owner billing and excluding carrying costs 

were $38.5 million, as shown on Schedule T-6, Line 39. This amount includes 

expenditures of $2.3 million for Project Management and $36.2 million for Power 

Block Engineering and Procurement activities as part of generation construction 

costs. For a definition of these major tasks, see Schedule T-6A, and for further 

description of them please see Daniel L. Roderick's testimony. 

What are the total costs incurred for period January 2006 through December 

2006? 

Total capital expenditures gross ofjoint owner billing and excluding carrying costs 

were $2.3 million, as shown on Schedule T-6, Line 39. This amount includes 

expenditures of $0.1 million for Project Management and $2.2 million for Power 

Block Engineering and Procurement activities as part of generation construction 

costs. For a definition of these major tasks, see Schedule T-6A, and for further 

description of them please see Daniel L. Roderick's testimony. 

Has PEF billed the CR3 joint owners for their portion of the costs relative to 

the CR3 Uprate and identified them in this filing? 
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Yes. Construction expenditures shown on Schedule T-6, Line 39 are gross of Joint 

Owner Billings; however, construction expenditures have been adjusted as reflected 

on Schedule T-6, Line 42 to reflect billings to Joint Owners related to CR3 Uprate 

expenditures. Due to this, no carrying cost associated with the Joint Owner portion 

of the Uprate are included on Schedule T-3. Total Joint Owner billings were $3.1 

million for 2007 and $0.2 million for 2006, for total project to date billings of $3.3 

million. 

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

Order PSC-05-0945-S-E1 established appropriate jurisdictional separation factors as 

part of Progress Energy Florida’s last base rate case. In Order PSC-07-0922-FOF- 

EI, these jurisdictional separation factors were approved as reasonable for costs to 

be recovered in 2008. 

Was interest calculated on the under-recovered balance? 

No. Rates have not been put in place for the CR3 Uprate and costs are still 

accounted for in CWIF’ and thus accrue a carrying charge equal to PEF’s AFUDC 

rate. These costs will remain in CWIP until they are included in the Capacity Cost 

Recovery (CCR) rate, at which time they will be reclassified as a regulatory asset 

and interest will begin to accrue on the over or under recovered balance. 

Does this conclude your testimony? 

Yes ,  it does. 
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IN RE: PETITION TO ESTABLISH DISCOVERY DOCKET 
REGARDING ACTUAL AND PROJECTED COSTS FOR LEVY 

NUCLEAR PROJECT BY PROGRESS ENERGY FLORIDA, INC. 

BY PROGRESS ENERGY FLORIDA 

FPSC DOCKET NO. 080149 

DIRECT TESTIMONY OF WILL GARRETT 

I .  

L. 

I .  

L. 

I .  

L. 

I. INTRODUCTION AND QUALIFICATIONS 

Please state your name and business address. 

My name is Will Garrett. My business address is 299 First Avenue North, St. 

Petersburg, FL 33701. 

By whom are you employed and in what capacity? 

I am employed by Progress Energy Service Company, LLC as Controller of 

Progress Energy Florida. 

What are your responsibilities in that position? 

As legal entity Controller for Progress Energy Florida (“PEF” or “the 

Company”), I am responsible for all accounting matters that impact the 

reported financial results of this Progress Energy entity. I have direct 

management and oversight of the employees involved in PEF Regulatory 

Accounting, Property Plant and Materials Accounting, and PEF Financial 

Reporting and General Accounting. In this capacity, I am also responsible for 
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the Levy County Nuclear Project Cost Recovery True-Up filing, made as part 

of this discovery docket, in accordance with Rule 25-6.0423, Florida 

Administrative Code (F.A.C.). 

What is the purpose of your testimony? 

The purpose of my testimony is to present for Commission review and approval, 

costs associated with Progress Energy Florida’s Levy County activities for the 

period Januarythrough December 2007. Pursuant to Rule 25-6.0423, F.A.C., PEF 

is presenting testimony and exhibits for the Commission’s determination of 

prudence for actual expenditures and associated carrying costs. 

Are yon sponsoring any exhibits in support of your testimony? 

Yes. I am sponsoring sections of the following exhibit, which was prepared under 

my supervision: 

Exhibit No. - (WG-l), consisting of Schedules T-1 through T-10, which 

reflect PEF’s retail revenue requirements for the Levy Nuclear Filing from 

January 2007 through December 2007; however, I will only be sponsoring 

Schedules T-1 through T-6B, T-9, and T-10. Gary Miller will be 

sponsoring Schedules T-7 through T-8B. Schedules T-2, T-4, T-5, T-6B, T- 

9, and T-10 in Exhibit No. - (WG-l), are shown for informational 

purposes only and show no activity as they are not applicable to the Levy 

County Filing during the reporting period. 
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This exhibit is true and accurate. 

What are Schedules T-1 through T-6A and Schedules T-9 through T-lo? 

e 

e 

e 

e 

e 

e 

0 

Schedule T-1 reflects the actual true-up of total retail revenue requirements 

for the period. 

Schedule T-2 reflects the calculation of the true-up of preconstruction costs 

for the period. 

Schedule T-3 reflects the calculation of the true-up of carrying costs on 

construction expenditures for the period. 

Schedule T-3A reflects a calculation of actual deferred tax carrying costs for 

the period. 

Schedule T-3B reflects the calculation of the actual construction period 

interest for the period. 

Schedule T-4 reflects CCRC recoverable Operations and Maintenance 

(O&M) expenditures for the period. 

Schedule T-5 reflects other recoverable O&M expenditures for the period. 

Schedule T-6 reflects actual monthly expenditures for preconstruction and 

construction costs for the period. 

Schedule T-6A reflects descriptions of the major tasks. 

Schedule T-6B reflects annual variance explanations. 

Schedule T-7 reflects technology selected for the Levy County Nuclear 

Project. 
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Schedule T-8 reflects contracts executed in excess of $1.0 million. 

Schedule T-8A reflects details pertaining to the contracts executed in excess 

of $1.0 million. 

Schedule T-8B reflects contracts executed in excess of $200,000, yet less 

than $1.0 million. 

Schedule T-9 reflects the calculation of the Final True-up Amount. 

Schedule T-10 reflects the calculation of interest. 

What is the source of the data that you will present by way of testimony or 

exhibits in this proceeding? 

The actual data is taken from the books and records of PEF. The books and records 

are kept in the regular course of our business in accordance with generally accepted 

accounting principles and practices, and provisions of the Uniform System of 

Accounts as prescribed by Federal Energy Regulatory Commission (FERC) and any 

accounting rules and orders established by this Commission. 

What is the final true-up amount for which PEP is requesting recovery for the 

period January 2007 through December 2007? 

PEF is requesting approval of a total under-recovery amount of $1,711,443 for the 

calendar period ending December 2007. This amount, which can be seen on Line 6 

of Schedule T-1 of Exhibit No. - (WG-l), represents the carrying cost associated 
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with the Levy County project and was calculated in accordance with Rule 25- 

6.0423. 

What is the carrying cost rate used in Schedule T-3? 

The carrying cost rate used on Schedule T-3 of 8.848% and referenced in detail at 

footnote “C” of this schedule, is based on the approved Allowance for Funds Used 

During Construction (AFUDC) rate pursuant to Docket 050078-EL Order PSC-05- 

0945-S-EL. This rate represents the approved rate as of June 12,2007, and is the 

appropriate rate to use consistent with Rule 25-6.0423(5) (b) 1. The annual rate 

was adjusted to a monthly rate as required by the AFUDC rule, FPSC Rule 25- 

6.0141, Item (3). 

What does the adjustment on Line 3 of Schedule T-3 represent? 

It represents the return on average net Construction Work In Progress ( C W )  

additions that are being included in the Levy County Nuclear costs until such time 

as these costs are recovered under the Capacity Cost Recovery (CCR) clause. 

Normal determination of AFUDC includes a return on eligible capital additions 

plus a compounded rate of return until plant investments are placed in service and 

recovered in rates. Likewise under these circumstances a compounded retum is 

appropriate until this return is recovered in rates. 

What are the total costs incurred for period January 2007 through December 

2007? 
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Total capital expenditures excluding canying costs were $61.5 million, as shown 

on Schedule T-6, Line 32 and 45. This amount includes expenditures of $52.5 

million for Real Estate Acquisitions as part of generation and $8.9 million for Real 

Estate Acquisitions as part of transmission construction costs. For a definition of 

these major tasks, see Schedule T-6A. 

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

Order PSC-05-0945-S-E1 established appropriate jurisdictional separation factors as 

part of Progress Energy Florida’s last base rate case. In Order PSC-07-0922-FOF- 

EI, these jurisdictional separation factors were approved as reasonable for costs 

incurred in 2008. 

What was the basis for allocation of the Lybass land related to Levy? 

The purchase price for this agreement is $39.1 million ($l8,103/acre) plus closing 

costs for a total of $40.4 million. The land will provide an access road from SR 19 

to the nuclear units and access to the barge canal (94 acres), provide transmission 

right of way (220 acres) and the remainder will be Held for Future Use (1,845 

acres). The FERC, Code of Federal Regulation (CFR) Electric Plant Instruction No. 

7 Land and Land Rights (G), requires “When the purchase of land for electric 

operations requires the purchase of more land than needed for such purposes, the 

charge to the specific land account shall be based upon the cost of the land 

purchased, less the fair market value of that portion of the land which is not to be 

used in utility operations. The portion of the cost measured by the fair market value 
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of the land not to be used shall be included in account 105, Electric Plant Held for 

Future Use, or account 121, Nonutility Property, as appropriate.” T h s  resulted in an 

allocation of $27.7 million related for land Held to Future Use and $12.7 million 

allocated to the Levy project. This is consistent with CFR guidance on land cost 

allocation. Accordingly, the Company assigned the fair market value to Held for 

Future Use based on the Rayonier purchase price ($15,00O/acre) the most recent 

Greenfield site acquisition. 

Was interest calculated on the under-recovered balance? 

No. Rates have not been put in place for the Levy County project and costs are still 

accounted for in CWIP and thus accrue a carrying charge equal to PEF’s AFUDC 

rate. These costs will remain in CWIP until they are included in the Capacity Cost 

Recovery (CCR) clause, at which time they will be reclassified as a regulatory asset 

and interest will begin to accrue on the over or under recovered balance. 

Does this conclude your testimony? 

Yes, it does. 
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MS. TRIPLETT: Thank you. 

And then Progress Energy Florida will call Lori 

CHAIRMAN CARTER: Lori Cross. 

LORI CROSS 

1 as a witness on behalf of Progress Energ: Florid 

ind having been duly sworn, testified as follows: 

DIRECT EXAMINATION 

3Y MR. TRIPLETT: 

Q Will you please introduce yourself to the Commission 

ind provide your address. 

A Yes. I am Lori Cross. I am the Manager of 

tegulatory Planning, and my address is 299  First Avenue North, 

;t . Petersburg, Florida. 
Q And who do you work for and what is your position? 

A I work for Progress Energy, and my position -- I'm 

:he Manager of Regulatory Planning. 

Q And have you filed Prefiled Direct Testimony 

yegarding PEF's 2009 projected costs associated with the CR-3 

iprate project? 

A Yes, I have. 

Q Have you filed Prefiled Direct Testimony regarding 

IEF's 2008 estimated/actual and true-up costs associated with 

:he CR-3 uprate? 

A Yes, I have. 
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Q Have you filed Revised Prefiled Direct Testimony and 

exhibits regarding PEF's 2008 estimated/actuals for the Levy 

Nuclear Project? 

A Yes. 

Q And have you filed Revised Prefiled Direct Testimony 

regarding PEF's 2009 projected costs for the Levy Nuclear 

Project? 

A Yes. 

Q Have you filed Prefiled Direct Testimony regarding 

PEF's site selection costs associated with the Levy Nuclear 

Project? 

A Yes. 

Q And do you have any changes to make to your prefiled 

testimonies? 

A Yes, I do. 

First, the changes I have to make are to my 

actual/estimated testimony. And, first, I want to say that the 

schedules and the numbers in all the schedules were correct. 

Q MS. Cross, I hate to interrupt you, are you referring 

to actual/estimated for the CR-3 uprate or for Levy? 

A I'm referring to the CR-3 uprate. 

Q Thank you. 

A The numbers in the schedules are correct. These are 

just minor changes to the numbers that were in my testimony, 

and the amounts that we are asking for recovery for aren't 

FLORIDA PUBLIC SERVICE COMMISSION 
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:hanging, so there are several just minor changes. On Page 5, 

,ine 10, the $7.5 million should be 7.6 million. I'm sorry, 

:he amount should have been 7.5 instead of 7.6. 

On Line 1 2 ,  Page 5, the amount should have been 

; million instead of 5.8. On Page 5, Line 13, the amount 

;hould have been 1.2 million instead of 1.4. Page 5, Line 20, 

.t should have been 6 million instead of 5 . 8 .  Page 5, Line 23, 

.t should have been 8 million instead of 9.3. Page 6,  Line 2, 

.t should have been 4.1 instead of 4. 

MS. TRIPLETT: Do you need me to repeat or -- 

CHAIRMAN CARTER: Commissioners, were you able to get 

:hat? 

COMMISSIONER EDGAR: Could we get an errata sheet, or 

.s there one? 

MS. TRIPLETT: There is not one, but we can prepare 

)ne. 

COmISSIONER EDGAR: I would like to request that. 

CHAIRMAN CARTER: Okay. 

, MS. TRIPLETT: Yes, ma'am. 

CHAIRMAN CARTER: Thank you. That would be very 

ielpful. 

Were you able to follow? 

COMMISSIONER SKOP: No, Mr. Chair. I was just trying 

.o follow along, but I perhaps may be on the wrong page. An 

!rrata sheet would help, as Commissioner Edgar suggested. 
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Thank you. 

CHAIRMAN CARTER: Thank you. 

MS. TRIPLETT: Thank you. 

3Y MS. TRIPLETT: 

Q And with the corrections you just made, if I asked 

IOU the same questions in your prefiled testimoni s today, 

vould you give the same answers in the prefiled testimonies 

iith the corrections? 

A Yes, I would. 

MS. TRIPLETT: We would request that the prefiled 

:estimonies be moved into evidence as though read into the 

record. 

CHAIRMAN CARTER: The prefiled testimony will be 

2ntered into the record as though read. 

FLORIDA PUBLIC SERVICE COMMISSION 
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IN RE: PETITION TO ESTABLISH DISCOVERY DOCKET 
REGARDING PROJECTED COSTS FOR LEVY NUCLEAR 

PROJECT BY PROGRESS ENERGY FLORIDA, INC. 

BY PROGRESS ENERGY FLORIDA 

FPSC DOCKET NO. 080149 

DIRECT TESTIMONY OF LORI CROSS 
IN SUPPORT OF SITE SELECTION COSTS 

I. INTRODUCTION AND QUALIFICATIONS 

Please state your name and business address. 

My name is Lori Cross. My business address is 299 First Avenue North, St. 

Petersburg, FL 33701. 

By whom are you employed and in what capacity? 

I am employed by Progress Energy Service Company, LLC as Manager of 

Regulatory Planning Florida. 

What are your responsibilities in that position? 

I am responsible for regulatory planning, cost recovery and pricing functions 

for Progress Energy Florida, Inc. (“PEF”). These responsibilities include: 

cost of service analysis; regulatory financial reports; rate and tariff 

development and administration; analysis of state, federal and local 

regulations and their impact on PEF; planning, coordination and execution of 

general rate case proceedings as necessary. In this capacity, I am also 

13175639.1 
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responsible for the Levy County Nuclear Project Cost Recovery Projection 

filing, made as part of this discovery docket, in accordance with Rule 25- 

6.0423, Florida Administrative Code (F.A.C.). 

Please describe your educational and occupational history and describe your 

duties in the various positions you have held as an employee of Progress 

Energy. 

I received a Bachelors of Science degree in Accounting from the University of 

South Florida. I began my employment with PEF (previously Florida Power 

Corporation) in 1983. During my 24 years with Florida Power Corporation and 

now Progress Energy Service Co. LLC., I have held a number of financial and 

accounting positions. In 2004, I became Manager, Regulatory Services for PEF. 

What is the purpose of your testimony? 

The purpose of my testimony is to present, for Commission review and approval, 

Progress Energy Florida's site selection costs associated with the Levy Nuclear 

Construction project. 

Are you sponsoring any exhibits in support of your testimony? 

Yes. I am sponsoring the following exhibits, which were prepared under my 

supervision: 

Exhibit No (LC-3) which consists of schedules SS-1 to SS-6B which 

reflects the site selection costs for 2006. 

3 
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Exhibit No (LC-4) which consists of schedules SS-1 to SS-SA which 

reflects the site selection costs for 2007. 

Exhibit No (LC-5) which consists of schedules SS-1 to SS-8B and SS-10 

reflects the site selection costs for 2008. 

What are Schedules SS-1 to SS-lo? 

Schedule SS-1 reflects the Site Selection Revenue Requirements. 

Schedule SS-2 reflects the over/(under) recovery of site selection costs. 

Schedule SS-3A reflects the carrying costs on the deferred taxes. 

Schedule SS-3B reflects the calculation of the construction period interest. 

Schedule SS-4 reflects recoverable O&M expenses. 

Schedule SS-5 reflects other recoverable O&M expenses. 

Schedule SS-6 reflects monthly site selection expenses. 

Schedule SS-6A reflects a description of the major tasks for the costs 

incurred. 

Schedule SS-7 reflects a description of the technology selected 

Schedule SS-8 reflects a list of the contracts executed in excess of $1.0 

million. 

Schedule SS-SA reflects details on each of the contracts executed in 

excess of $1 .O million. 

Schedule SS-8B reflects a list of all contracts in excess of $200,000. 

Schedule SS-10 reflects the estimated bill impact associated with the 

cumulative Site Selection revenue requirements. 
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What is the source of the data that you will present by way of testimony or 

exhibits in this proceeding? 

These numbers are derived from the Company’s actual books and records. 

What costs have been included in the Site Selection schedules? 

These schedules include the revenue requirements on the site selection costs that 

the Company has incurred for the Levy Nuclear Construction project pursuant to 

the provisions of Rule 25-6.0423. The revenue requirements include the actual 

costs incurred, plus a carrying charge on the unrecovered balance, the incremental 

O&M expenses, and a carrying charge on the deferred tax asset. These costs 

were incurred from the period April 2006 up to the date that PEF submitted its 

petition for determination of need for the Levy Plant. 

Total revenue requirements for the entire period are $37.9 million and are 

comprised of $3.5 million for the 2006 calendar year, $14.6 million for the 2007 

calendar year, and $19.8 million for the 2008 calendar year. 

These costs were primarily incurred as part of the Combined Operating License 

process and the site and technology selection process. More detailed information 

about these costs is provided in the testimony of Danny Roderick. These 

schedules contain substantially all of the actual site selection expenses. There are 

still some costs for which the invoices have not been received and as such, the 
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A. 

costs presented in these schedules may need to be trued up to final costs at a later 

date. 

How does PEF plan to recover these Site Selection Costs? 

In accordance with the provisions of FPSC Rule 25-6.0423, Section (4), after the 

Commission has issued an order granting the determination of need, PEF will file 

a petition for a separate proceeding to recover prudently incurred site selection 

costs. In that petition, PEF will propose that these costs be afforded the same cost 

recovery treatment as Preconstruction costs and that they be included in the total 

costs to be recovered through the Capacity Clause Recovery (CCR) clause 

beginning in January 2009. 

What does Schedule SS-10 represent? 

Schedule SS-10 in Exhibit LC-5 shows the estimated bill impact of recovering the 

cumulative Site Selection costs plus the carrying charge through retail rates 

beginning in January 2009, based on 2008 billing determinants. As can be seen in 

SS-10, the estimated impact to the residential ratepayer of recovering the $37.9 

million is $1.07 per 1000 KWh. 

Does this conclude your testimony? 

Yes, it does. 
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IN RE: PETITION TO ESTABLISH DISCOVERY DOCKET 
REGARDING ESTIMATED ACTUAL COSTS FOR LEVY 

NUCLEAR PROJECT BY PROGRESS ENERGY FLORIDA, INC. 

BY PROGRESS ENERGY FLORIDA 

FPSC DOCKET NO. 080149 

DIRECT TESTIMONY OF LORI CROSS 
IN SUPPORT OF ESTIMATED/ACTUAL COSTS 

I .  

L. 

I .  

L. 

I .  

L. 

I. INTRODUCTION AND QUALIFTCATIONS 

Please state your name and business address. 

My name is Lori Cross. My business address is 299 First Avenue North, St. 

Petersburg, FL 33701. 

By whom are you employed and in what capacity? 

I am employed by Progress Energy Service Company, LLC as Manager of 

Regulatory Planning Florida. 

What are your responsibilities in that position? 

I am responsible for regulatory planning, cost recovery and pricing functions for 

Progress Energy Florida, Inc. (“PEF”). These responsibilities include: cost of 

service analysis; regulatory financial reports; rate and tariff development and 

administration; analysis of state, federal and local regulations and their impact on 

PEF; planning, coordination and execution of general rate case proceedings as 

necessary. In this capacity, I am also responsible for the Levy County Nuclear 

1 
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Project Cost Recovery Actual/Estimated filing, made as part of this discovery 

docket, in accordance with Rule 25-6.0423, Florida Administrative Code (F.A.C.). 

Please describe your educational and occupational history and describe your 

duties in the various positions you have held as an employee of Progress 

Energy. 

I received a Bachelors of Science degree in Accounting kom the University of 

South Florida. I began my employment with PEF (previously Florida Power 

Corporation) in 1983. During my 24 years with Florida Power Corporation and 

now Progress Energy Service Co. LLC., I have held a number of financial and 

accounting positions. In 2004, I became Manager, Regulatory Services for PEF. 

What is the purpose of your testimony? 

The purpose of my testimony is to present, for Commission review and approval, 

Progress Energy Florida's EstimatedActual costs associated with Levy County 

activities for the period January 2008 through December 2008. 

Are you sponsoring any exhibits in support of your testimony? 

Yes. I am sponsoring sections of the following exhibit, which was prepared under 

my supervision: 

Exhibit No. - (LC-l), consisting of Schedules AE-1 through AE-10, 

which reflect PEF's retail revenue requirements for the Levy Nuclear Filing 
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h m  January 2008 through December 2008; however, I will only be 

sponsoring Schedules AE-1 through AE-6B , AE-9, and AE-10. Daniel 

Roderick will be sponsoring Schedules AE-7 through AE-8A. Schedules 

AE-9 and AE-10 in Exhibit No. - (LC-I), are shown for informational 

purposes only and show no activity as they are not applicable to the Levy 

County Filing during the reporting period. 

This exhibit is true and accurate. 

What are Schedules AE-1 through AE-IO? 

0 

a 

0 

0 

0 

0 

0 

Schedule AE-1 reflects the actuayestimated of total retail revenue 

requirements for the period. 

Schedule AE-2 reflects the calculation of the actuaVestimated of 

preconstruction costs for the period. 

Schedule AE-3 reflects the calculation of the actual/estimated of carrying 

costs on construction expenditures for the period. 

Schedule AE-3A reflects a calculation of actual/estimated deferred tax 

carrying costs for the period. 

Schedule AE-3B reflects the calculation of the actuauestimated constructi 

period interest for the period. 

Schedule AE-4 reflects CCRC recoverable Operations and Maintenance 

(O&M) expenditures for the period. 

Schedule AE-5 reflects other recoverable O&M expenditures for the period. 

3 
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Schedule AE-6 reflects actuaUestimated monthly expenditures for 

preconstruction and construction costs for the period. 

Schedule AE-6A reflects descriptions of the major tasks. 

Schedule AE-6B reflects annual variance explanations. 

Schedule AE-7 reflects technology selected for the Levy County Nuclear 

Project. 

Schedule AE-8 reflects contracts executed in excess of $1.0 million. 

Schedule AE-SA reflects details pertaining to the contracts executed in 

excess of $1.0 million. 

Schedule AE-9 reflects the calculation of the Estimated True-up Amount for 

the period. 

Schedule AE-10 reflects the calculation of interest. 

What is the source of the data that you will present by way of testimony or 

exhibits in this proceeding? 

The actual data is taken from the books and records of PEF. The books and records 

are kept in the regular course of our business in accordance with generally accepted 

accounting principles and practices, and provisions of the Uniform System of 

Accounts as prescribed by Federal Energy Regulatory Commission (FERC) and any 

accounting rules and orders established by this Commission. Estimates are derived 

from Nuclear Projects & Construction Group (NPC). NPC uses various rate 
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schedules and contracts to project the cash flows in accordance with ow business 

practice. 

What are the total projected revenue requirements for the Levy project for the 

calendar year ended December 2008? 

The total projected revenue requirements for the Levy County Nuclear project are 

=million for the calendar year ended December 2008, as reflected on 

Schedule AE-1, page 2 of 2, Line 8. This amount includes =million in 

Preconstruction costs, $7.6 million for the carrying costs on the construction 

balance, $1.4 million in recoverable O&M costs, and $-0.1 million for the carrying 

charge on the Deferred Tax Liability. These amounts were calculated in accordance 

with the provisions of Rule 25-6.0423. 

What is included in the Total Costs to be Recovered on Schedule AE-2, Line 

I? 

The annual total of = million reflected on Schedule AE-2, Line 7, page 2 of 2 

represents the total Preconstruction Costs for 2008. This amount includes 

expenditures totaling =million along with the carrying cost on the average 

balance of million. These costs began to be classified as Preconstruction 

costs in March 2008 after the Levy Need Petition was filed. - 
= Further discussion of these costs is provided in Danny Roderick’s 
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testimony. The Total Return Requirements of - million presented on Line 6 

represents the canying costs on the average Preconstruction balance. 

What is the carrying cost rate used in Schedule AE-2? 

The carrying cost rate used on Schedule AE-2 is based on PEF’s approved after tax 

AFUDC rate of 8.848%. On a pre-tax basis, the rate is 13.13%. The rate was 

approved in Docket 050078-EL Order PSC-05-0945-S-EL. This rate represents the 

approved rate as of June 12,2007, and is the appropriate rate to use consistent with 

Rule 25-6.0423(5) (b) 1. The annual rate was adjusted to a monthly rate as required 

by the AFUDC rule, FPSC Rule 25-6.0141, Item (3). 

What is included in the Total Return Requirements on Schedule AE-3, line 7? 

The Total Return Requirements of $7.6 million depicted on this schedule represents 

carrying costs on the average construction balance. The schedule starts with the 

year-end 2007 CWIP balance and adds the monthly construction expenditures and 

computes a return on the average monthly balance. The equity component of the 

return is grossed up for taxes to cover the income taxes that will need to paid upon 

recovery in rates. The adjustment on Line 3 is made to increase the balance for the 

carrying costs. This amount represents the prior month carrying charge on the 

average net Construction Work In Progress (CWIP) balance. We will continue to 

include these carrying charges in the CWIP balance for purposes of calculating the 

return requirements until such time as these charges begin to be recovered in rates 

through the Capacity Cost Recovery (CCR) clause. Normal determination of 
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AFIJDC includes a return on eligible capital additions plus a compounded rate of 

return until plant investments are placed in service and recovered in rates. Likewise 

under these circumstances a compounded return is appropriate until this return is 

recovered in rates. 

Q. What is included in Total Return Requirements on Schedule AE-34 Line 8? 

The twelve month total of $(137,271) on line 8, page 2 o f2  represents the carrying 

charge on the Deferred Tax Liability balance. The deferred tax liability arises from 

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

to the capitalization of interest for tax purposes as represented by the Construction 

Period Interest amount on Line 1 net of the adjustment on Line 3. The adjustment 

on Line 3 represents the capitalized interest for book purposes. This adjustment 

will be made until such time as the carrying charges are recovered in rates. 

Can you explain the Construction Period Interest (CPI) calculation on 

schedule AE-JB? 

The 2008 CPI is calculated on costs associated with units of property expected to be 

separately placed in service. CPI is being calculated on the costs associated with 

on-site construction facilities from Schedule AE-6, line 10, such as the electrical 

and carpenter shops. Costs associated with the license application are intangible in 

nature and not subject to CPI. All other costs are considered soft construction costs 

for which the construction period has not yet begun and therefore not subject to 

CPI. 
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What is included in the Recoverable O&M Expenditures on Schedule AE-4? 

The expenses included on this schedule represent the operation and maintenance 

costs that the Company expects to incur in 2008 related to the Levy Construction 

project that were not contemplated in base rates. These costs are primarily 

comprised of Corporate support functions to the construction project. They include 

financial and legal costs to support the cost recovery process, costs to support the 

data repository, corporate communications, and human resources expenses to 

support additional staffing needs. We have also estimated interest expense on the 

cumulative O&M costs at the commercial paper rate. 

What is included in the Other Recoverable O&M Monthly Expenditures on 

Schedule AE-5? 

These costs include the Operations and Maintenance costs related to the project that 

are already included in base rates. These costs also primarily consist of Corporate 

support functions, but these costs are for positions and functions that previously 

existed, but are now supporting the Levy Construction project. 

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

Schedule AE-6 reflects actuavestimated monthly expenditures for preconstruction 

and construction costs by major task for 2008. This schedule includes both the 

Generation and Transmission costs. These costs have been adjusted to a cash basis 
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for purposes of calculation of the carrying costs. We have also applied the 

appropriate jurisdictional separation factor to arrive at the total jurisdictional costs. 

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

The jurisdictional separation factors are based on the factors that were established 

in PEF’s last base rate proceeding, Order PSC-05-0945-S-EI. 

Was interest calculated on the under-recovered balance? 

Interest has only been included on the average cumulative CCRC recoverable O&M 

expenses as reflected on Schedule AE-4, line 27. The interest has been calculated 

at the average commercial paper rate. No interest has been calculated on the 

construction costs as until such time as we begin to recover the canying costs on 

this project in rates, we will calculate a carrying charge on the cumulative CWIP 

balance at PEF’s current AFUDC rate and will include those costs in the 

cumulative CWIP balance. These costs will remain in CWIP until they are 

approved for recovery through the Capacity Cost Recovery (CCR) clause, at which 

time they will be reclassified as a regulatory asset and we will begin to accrue 

interest on the over or under recovered balance. 

Does this conclude your testimony? 

Yes, it does. 
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IN RE: PETITION TO ESTABLISH DISCOVERY DOCKET 
REGARDING PROJECTED COSTS FOR LEVY NUCLEAR 

PROJECT BY PROGRESS ENERGY FLORIDA, INC. 

BY PROGRESS ENERGY FLORIDA 

FPSC DOCKET NO. 080149 

DIRECT TESTIMONY OF LORI CROSS 
IN SUPPORT OF PROJECTED COSTS 

I. INTRODUCTION AND QUALIFICATIONS 

Please state your name and business address. 

My name is Lori Cross. My business address is 299 First Avenue North, St. 

Petersburg, FL 33701. 

By whom are you employed and in what capacity? 

I am employed by Progress Energy Service Company, LLC as Manager of 

Regulatory Planning Florida. 

What are your responsibilities in that position? 

I am responsible for regulatory planning, cost recovery and pricing functions 

for Progress Energy Florida, Inc. (“PEP’). These responsibilities include: cost 

of service analysis; regulatory financial reports; rate and tariff development and 

administration; analysis of state, federal and local regulations and their impact 

on PEF; planning, coordination and execution of general rate case proceedings 

as necessary. In this capacity, I am also responsible for the Levy County 
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docket, in accordance with Rule 25-6.0423, Florida Administrative Code 

(F.A.C.). 

Please describe your educational and occupational history and describe your 

duties in the various positions you have held as an employee of Progress 

Energy. 

I received a Bachelors of Science degree in Accounting &om the University of 

South Florida. I began my employment with PEF (previously Florida Power 

Corporation) in 1983. During my 24 years with Florida Power Corporation and 

now Progress Energy Service Co. LLC., I have held a number of financial and 

accounting positions. In 2004, I became Manager, Regulatory Services for PEF. 

What is the purpose of your testimony? 

The purpose of my testimony is to present, for Commission review and approval, 

Progress Energy Florida's projected costs associated with Levy County activities fox 

the period January 2009 through December 2009. 

Are you sponsoring any exhibits in support of your testimony? 

Yes. 1 am sponsoring sections of the following exhibit, which was prepared under 

my supervision: 
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Exhibit No. - (LC-2), consisting of Schedules P-1 through P-10, which 

reflect PEF’s retail revenue requirements for the Levy Nuclear Filing kom 

January 2009 through December 2009; however, I will only be sponsoring 

Schedules P-1 through P-6A, P-9, and P-10. Daniel Roderick will be 

sponsoring Schedules P-7 through P-8B. 

This exhibit is true and accurate. 

What are Schedules P-1 through P-lo? 

Schedule P-1 reflects the projection of total retail revenue requirements for 

the period. 

Schedule P-2 reflects the calculation of the projected preconstruction costs 

for the period. 

Schedule P-3 reflects the calculation of the projected carrying costs on 

construction expenditures for the period. 

Schedule P-3A reflects a calculation of the projected deferred tax carrying 

costs for the period. 

Schedule P-3B reflects the calculation of the projected construction period 

interest for the period. 

Schedule P-4 reflects CCRC recoverable Operations and Maintenance 

(O&M) expenditures for the period. 

Schedule P-5 reflects other recoverable O&M expenditures for the period. 
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0 Schedule P-6 reflects projected monthly expenditures for preconstruction 

and construction costs for the period. 

Schedule P-6A reflects descriptions of the major tasks. 

Schedule P-7 reflects technology selected for the Levy County Nuclear 

Project. 

Schedule P-8 reflects contracts executed in excess of $1.0 million. 

Schedule P-8A reflects details pertaining to the contracts executed in excess 

of $1.0 million. 

Schedule P-9 reflects the feasibility of completing the plant. 

Schedule P-10 reflects the estimated rate impact. 

0 

0 

0 

What is the source of the data that you will present by way of testimony or 

exhibits in this proceeding? 

The estimates are derived from Nuclear Projects & Construction Group (NPC). 

NPC uses various rate schedules and contracts to project the cash flows in 

accordance with our business practice. 

What are the projected total revenue requirements that PEF will recover in 

2009? 

PEF will request recovery of = million in 2009 as presented on Schedule P-1, 

Line 9, page 2 of 2. This amount includes projected total revenue requirements of 
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= million for calendar year 2009, = million in actualhstimated expenses 

for 2008, and actual expenses of $1.7 million for 2007. 

1174563.2 

What is included in the projected Revenue Requirements for 2009? 

The revenue requirements of = million in 2009 as depicted on Schedule P-1, 

Line 7 includes Preconstruction Costs of $109.3, carrying costs on the Construction 

balance of 

carrying costs on the deferred tax asset of $7.2 million. 

million, recoverable O&M expenditures of $1.2 million, and the 

What is included in the Total Costs to be Recovered on Schedule P-2 Line 7? 

The $109.3 million dollars included on Line 7, page 2 of 2 includes the total 

projected Preconstruction costs of $97.1 million for 2009 and a return on the 

unrecovered preconstruction balance of $12.2 million. The unrecovered 

preconstruction balance has been reduced each month by the amortization of the 

prior period. 

What is included in the Total Return Requirements on Schedule P-3, line 7? 

The Total Return Requirements of 

represents carrying costs on the average construction balance. The schedule starts 

with the projected year-end 2008 CWIP balance and adds the monthly construction 

expenditures and computes the carrying charge on the average monthly balance. 

The equity component of the return is grossed up for taxes to cover the income 

taxes that will need to paid upon recovery in rates. The CWIP balance eligible for 

million depicted on this schedule 

5 
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return has been reduced by the adjustment on Line 3 which represents the recovery 

of the prior period’s canying charges as they are recovered through rates recovered 

in rates. Likewise under these circumstances a compounded return is appropriate 

until this return is recovered in rates. 

What is the carrying cost rate used in Schedule P-3? 

The carrying cost rate used on Schedule P-3 is based on PEF’s approved after tax 

rate of 8.848%. On apre-tax basis, the rate is 13.13%. The rate was approved in 

Docket 050078-EL Order PSC-05-0945-S-EL. This rate represents the approved 

rate as of June 12,2007, and is the appropriate rate to use consistent with Rule 25- 

6.0423(5) @) 1. The annual rate was adjusted to a monthly rate as required by the 

AFUDC rule, FPSC Rule 25-6.0141, Item (3). 

Q. What is included in Total Return Requirements on Schedule P-3A, Line 8? 

The twelve month total of $7.2 million on line 8, page 2 of 2 represents the carrying 

charge on the Deferred Tax Asset balance. The deferred tax asset arises kom the 

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

the capitalization of interest for tax purposes as represented by the Construction 

Period Interest mount on Line 1, the recovery of the preconstruction costs, net of 

the adjustment on Line 3. 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 FPSC rule 25.6-0423 which creates a 

timing difference and gives rise to a deferred tax asset. For book purposes, the 
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adjustment on Line 3 represents the capitalized interest for book purposes. This 

adjustment will be made until such time as the carrying charges are recovered in 

rates. 

Can you explain the Construction Period Interest (CPI) calculation on 

schedule P3B?. 

For tax purposes, we have projected that we will begin to accrue CPI on the 

construction of the plant itself in January 2009 with the start of clearing, grading 

and excavation activities. Construction costs subject to CPI will include all 

cumulative pre-construction and construction costs excluding the costs associated 

with the license application. Costs associated with the license application are 

considered intangible in nature for tax purposes and not subject to CPI. 

What is included in the Other Recoverable O&M Monthly Expenditures on 

Schedule P-5? 

These costs include the Operations and Maintenance costs related to the project that 

are already included in base rates. These costs also primarily consist of Corporate 

support functions, but these costs are for positions and functions that previously 

existed, but are now supporting the Levy Construction project. 

What are the total projected Preconstruction and Construction projected for 

2009? 
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The total projected jurisdictional preconstruction for 2009 are $97.1 million. Ths  

consists of $74.6 million in Generation costs and $22.5 million for Transmission. 

The total projected jurisdictional construction costs for 2009 are = million. 

These costs consist of $ 324.4 million in Generation costs and $87.7 million 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 based on the factors that were established 

in PEF’s last base rate proceeding, Order PSC-05-0945-S-EI. 

What is the estimated rate impact to the residential ratepayer expected to be io 

2009? 

As can be seen in Schedule P-10, based on 2008 billing determinants, the expected 

rate impact to the residential ratepayer is = per 1000 kwh beginning in January 

2009. 

Does this conclude your testimony? 

Yes, it does. 
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3Y MS. TRIPLETT : 

Q And do you have a summary of your testimonies? 

A I submitted testimony in the nuclear cost-recovery 

xoceeding, and I am available to answer any questions that you 

nay have. 

CHAIRMAN CARTER: When you submitted evidence, what 

vas the scope and the nature of your evidence that you 

iubmi tted? 

THE WITNESS: The scope and the nature of the 

?vidence I submitted. I submitted the calculations of the 

mounts that we are requesting for recovery per the statute and 

:he impact of those costs on rates. 

CHAIRMAN CARTER: Thank you. 

Mr. McWhirter. 

CROSS EXAMINATION 

3Y MR. McWHIRTER: 

Q MS. Cross, you perform an accounting function with 

'rogress Energy? 

A Accounting and planning. 

Q Mr. Oliver talked about site selection costs and said 

joing out and meeting with customers and so forth, and you had 

i cost for that. Are those meetings conducted by people who 

Ire presently employees of the company? 

A I don't know. 

Q Do you know whether any of the costs that are 

FLORIDA PUBLIC SERVICE COMMISSION 
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ncluded in your cost-recovery items are for salaries paid to 

urrent customers of Progress? Not customers, but employees of 

rogress Energy? 

A I'm sorry, can you repeat your question? 

Q Yes. Progress Energy has employees. 

A Right. 

Q And you have recited costs for the nuclear uprate and 

or the Levy plants. 

A Uh-huh. 

Q Do any of the costs included in your testimony 

nclude payments to existing employees of Progress Energy? 

A Yes. 

Q And how are you able -- how do you take care of those 

osts, and if you have a full-time employee doing work on the 

uclear projects, how do you handle that? 

A We have separate projects, separate accounting set up 

o track those costs and when those people charge those 

lro j ects . 
Q S o  even though their full salary is included in base 

'ates -- 

A No, their full salary is not in base rates. These 

leople are dedicated to these construction projects. 

tot part of base rates. 

They are 

Q I see. These are new people that you have employed 

o work on the nuclear plants? 
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A Some of them are new people, some of them may be 

mmployees that were employed by the company previously, but 

hey were not part of base rates then. They are dedicated to 

apital projects, and these capital projects were never part of 

Iur base rates. 

Q Can you be a little more explicit with the kinds of 

mapita1 projects you're talking about? 

A They would have been other types of -- other types of 

,onstruction projects that the company would have been involved 

n. So it could have been other generation, other transmission 

,spital projects. 

Q So you are telling me that when your company came in 

or a base rate increase in 2005,  none of the salaries of these 

tmployees were included in that base rate case? 

A There may be employees working on these nuclear 

irojects that were employed by the company that were working on 

Ither capital projects at the time of our base rate proceeding, 

)ut they are -- we still have, we have capital projects in our 

)ase rates, we have costs for those, we have these capital 

rrojects that are outside of our base rates, these costs are 

l o t  part of our base rates. 

Q so you don't have charges for any employees whose 

ialaries were included in your base rate case that are also 

ncluded in this cost-recovery case? 

A No, we don't. 
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Q In your cost projections did you develop a capital 

ucture for your company that you use for determining what 

return will be for cost of capital? 

A We used the cost of capital that is prescribed by the 

tute, yes. 

Q And what is the equity component of your capital 

ucture, what percentage? 

A I believe it would have been about 58 percent. 

Q 58 percent is equity? 

A Yes. 

Q And is that consistent with the capital structure as 

was shown on the December 31st. 2007, capital structure 

veillance report filed with this Commission? 

A I don't know exactly what it was at that time. 

Q How did you reach the 58 percent capital structure? 

A The rule says that for purposes of calculating the 

rying costs on these projects, that for need petitions 

mitted on or before December 31, 2010, that you would use 

carrying cost that was in effect as of June of 2007, and 

t is the carrying cost that we have used. 

Q And so the capital structure that you have used is 

capital structure that was filed with the surveillance 

ort in June of 2007? 

A No. The capital structure that we have used is the 

that was approved in our 2005 base rate proceeding. 
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Q Was it the same in June of 2007? 

A I just said I'm not sure exactly what it was in June 

if 2007.  

Q Was that capital structure proven in the rate case or 

vas it stipulated to? 

MS. TRIPLETT: Objection, relevance. 

3Y MR. McWHIRTER: 

Q Do you know? 

MS. TRIPLETT: Mr. Chairman, my objection is 

:elevance as to whether this base rate proceeding was 

;tipdated or litigated, not to whether this witness knew. 

CHAIRMAN CARTER: He can ask her whether or not she 

mows it. I think that's a fair question. Do you know? 

THE WITNESS: We entered into a stipulation in that 

)ase rate proceeding. 

%Y MR. McWHIRTER: 

Q And this is the capital structure that is being used? 

A Yes, it is. 

Q Can you paraphrase for me without me having to read 

t what Section 366 .193  of the Florida Statutes calls for with 

.espect to the AFUDC rate? 

A I'm not sure exactly which section you're referring 

0, so you may have to read it. 

Q Can you tell us what AFUDC means? 

A It's Allowance for Funds Used During Construction. 
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Q And is it fair to describe funds used during 

onstruction as the interest you pay on debt, your deferred 

axes which you don't have to pay any interest on, and then 

our return on equity? Are those the three major componen- of 

our AFUDC? 

A It's basically -- yes, that's true. 

Q Does Florida Progress go into the market to seek 

nvestors, or does all of its money come from its parent 

orporation, Progress Energy, if you know? 

MS. TRIPLETT: Objection to the relevance. 

CHAIRMAN CART=: One second. Hang on a second here. 

I'm looking to staff. I think in view of the fact 

hat she has been talking about the financial perspective of 

he company, he can ask whether or not she knows. Would that 

le -- do you think that's right? 

WS. HELTON: Yes, sir, I think he can ask that 

pestion. 

CHAIRMAN CARTER: You can just ask do you know. 

'lease rephrase, Mr. McWhirter. 

THE WITNESS: Can you repeat the question. please. 

,Y MR. McWHIRTER: 

Q Do you know whether Florida Progress goes into the 

nvestment market and seeks public shareholders, or is the 

quity component of your rate structure supplied by the parent 

lublic utility holding company, Progress Energy of North -- 
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rogress Energy Corporation? 

A I'm sorry, that's outside the scope of my 

esponsibility. 

Q All right. I am going to read you a sentence from 

ection 366.193 (2) (b) . 

CHAIRMAN CARTER: Why don't we see, first of all, 

rhether she is familiar with that and then we can go from 

here. 

MR. McWHIRTER: She said she couldn't paraphrase it 

n the question I asked her a minute ago. 

CHAIRWAN CARTER: If we can kind of cut the 

Ibjections down and move on with the case, we can all be 

)etter. Can you just ask her if she is familiar with the 

itatute, because it looks like to me you are getting ready to 

Isk her some questions about the statute, is that correct? 

MR. McWHIRTER: That's right. 

CHAIRWAN CARTER: All right, then, let's try it that 

ray. 

iY MR. McWHIRTER: 

Q Are you familiar with the statute? 

A Yes, I am. 

Q And if I read you a sentence, would that refresh your 

-ecollection as to what it says, if you trust me to read it 

:orrectly? 

A Probably. 
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Q This is from Section (2) (b), and it says, "To 

ncourage investment and provide certainty for nuclear or 

ategrated gasification combined cycle power plant need 

)etitions submitted on or before December 31st, 2010, 

issociated carrying costs shall be equal to the pretax AFUDC in 

?ffect upon this Act becoming law." Do you know what that 

leans ? 

A Yes, I do. 

Q Would you explain to us what that means. 

A It means that you calculate the carrying costs on the 

:onstruction projects, you would use the AFUDC rate that was in 

2ffect when this became the law, and that was what I was 

2xplaining to you that we did is that we used the AFUDC rate 

:hat was in effect at that time. 

Q Is it your interpretation of this statute, or the way 

rou are interpreting it for your testimony that irrespective of 

That might happen in a rate case that would adjust the carrying 

:osts henceforth, say a year from now or two years from now, 

:hat Progress would continue to use the AFUDC rate that was in 

!ffect upon this Act becoming law? 

A Yes. 

MS. TRIPLET": I was going to insert an objection 

:hat, A, it calls for a legal conclusion; B, it's irrelevant to 

:his proceeding what may happen one, two, three years from this 

)oint. 
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MFl. McWHIRTER: I think we have already got the 

mswer and we can go on, Mr. Chairman. 

CHAIRMAN CARTER: You may proceed. 

3Y MR. McWHIRTER: 

Q The statute uses a phrase that appears to be an 

tccounting type phrase, and it says the carrying costs shall be 

?qual to the, quote, pretax AFUDC in effect. What does it mean 

vhen you put pretax in front of AFUDC? 

A I believe that was put in there so that -- just to 

:larify. When you calculate the carrying charge on the 

?quity component of the AFUDC, then that is taxable. So we 

just wanted to make clear here what the rate was supposed to 

)e. 

Q Well, the $419 million you are asking for, is that 

:he pretax amount of revenue you're seeking from customers? 

A Well, the 419 million includes carrying charges that 

ire calculated in accordance with this language. 

Q What that means is all you are going to ask customers 

:o pay is 419 million, and you are not going to mark it up for 

:axes when you set your rates? 

A The 419 million includes the taxes. 

Q It includes taxes. 

A It includes the income taxes, yes. 

Q Okay. So when I stated in my opening statement, and 

C want to get this correct, because I don't want to mislead the 
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'omission, that the 419 would be grossed up for income taxes 

~y an additional $50 million, that was incorrect? 

A Yes. 

Q So when you go to collect money from your customers, 

here will be no gross-up for taxes? 

A When we collect the money from the customers, there 

s a gross-up for the taxes, but the 419 million already 

ncludes that. 

MR. McWHIRTER: All right. That's good. I'm glad I 

rot that clarified. I didn't understand it. 

:Y MR. McWHIRTER: 

Q Do you in your function f o r  the company today have to 

Lave knowledge of the current capital structure, or is that 

.elevant 

A 

Q 

A 

:hairman 

to your operation? 

We have knowledge of the current capital structure. 

What is the current capital structure? 

I'm sorry, I don't recall at the moment what it is. 

MR. McWHIRTER: I tender the witness, Mr. Chairman. 

CHAIRMAN CARTER: Thank you, Mr. McWhirter. 

Mr. Brew. 

MR. BREW: I have no questions for this witness, Mr. 

CHAIRMAN CARTER: Okay. Staff. 

MR. YOUNG: No questions. 

CHAIREdAN CARTER: Commissioner Argenziano, you're 
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recognized. 

COMMISSIONER ARGENZIANO: Thank you, Mr. Chairman. 

A couple of things I'm trying to put together here. 

hen I asked Mr. Oliver before about site selection costs, he 

mdicated that there would probably be more to come for a 

lumber of years, but the costs for the site of the plant should 

)e finished now. Are there additional costs to come on the 

)lant site itself? 

THE WITNESS: Well, I guess I would like to start by 

Zlarifying kind of how we define site selection versus 

)reconstruction, and how it is defined in the rule. 

Site selection costs and preconstruction costs are 

)asically the same types of costs. If you look in the statute 

ind you look at the definition of those costs, they are the 

;ame types of costs. They are the costs for selecting the 

;ite, the cost for clearing, grading, excavating. 

COMMISSIONER ARGENZIANO: Right. But haven't you 

;elected the site? 

THE WITNESS: We have for the generation, but for the 

xansmission, I think what Mr. Oliver was talking about is that 

: think we have made some decisions about, you know, certain 

:orridors and things, but I don't know exactly where they are, 

)ut I would expect that there might still be -- 

COMMISSIONER ARGENZIANO: Right. But -- I'm sorry. 

CHAIRMAN CARTER: You're recognized. 
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COMMISSIONER ARGENZIANO: I understand that. That's 

what I was saying. We know there will be, probably, additional 

transmission site costs. 

THE WITNESS: Right. 

COMMISSIONER ARGENZIANO: But as far as the costs for 

the plant site, I mean that land has been purchased, right, or 

is to be purchased? 

THE WITNESS: Yes, the land has been purchased. 

COMMISSIONER ARGENZIANO: Will we see any more costs 

for plant site? What I'm trying to say is is that fixed now, 

is that done? 

THE WITNESS: I'm trying to make sure I understand 

your question. Are you asking if we are going to have any more 

costs that we call site selection that we are going to try to 

recover, or -- 

COMMISSIONER ARGENZIANO: Not transmission site 

selection. 

THE WITNESS: I understand. But even on the 

generation, are you asking are we going to have more costs that 

fall in that site selection bucket that we are trying to 

recover? 

I mean, site selection and preconstruction costs are 

the same types of costs. And I think if you -- Mr. Roderick 

zan explain to you that there are still preconstruction costs 

that we are going to incur. 
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COMMISSIONER ARGENZIANO: I think I understand. 

THE WITNESS: I'm not sure I am understanding your 

pestion, I'm sorry. 

COMMISSIONER ARGENZIANO: I don't know, maybe I'm not 

isking it correctly. I was thinking that the land purchase is 

)eing a fixed cost now. We all know what that is, and we know 

:here will be additional site selection transmission costs. 

THE WITNESS: Right. 

COMMISSIONER ARGENZIANO: That will be incurred. 

THE WITNESS: Does this help you? The land purchase, 

?hen you look at what we are asking for recovery of site 

;election costs, the land itself isn't included in those 

lollars anyway, because those costs are considered construction 

:osts. So when you are looking at what we are recovering for 

:ite selection, the actual cost of the land is not in there. 

'ou know, some of the costs that we would have incurred to go 

)ut and pick the site would be included, but not the actual 

and itself. 

COMMISSIONER ARGENZIANO: And I guess what I'm trying 

o figure out is what costs are to come. Whether it comes from 

ransmission or the plant site, and I'm trying to figure out 

rhat costs are still to come. But let's not elaborate on that, 

'11 get with staff on that one and let me ask you another 

pest ion. 

I guess on your cross-examination you used the term 
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xbstantially all in the actual site selection expenses, and 

:'m not sure, since I heard that there are more to come, what 

IOU really mean when you said substantially all. And I guess 

.t is on Page 5 of your cross, and it starts on Line 19. 

'These costs were primarily incurred as part of the combined 

)peratin9 license process and the site and technology selection 

xocess. More detailed information about these costs is 

xovided in the testimony of DaMy Roderick. These schedules 

:ontain substantially all of the actual site selection 

?xpenses, and there are still some costs for which the invoices 

lave not been received," and it goes on and on, and I was just 

tendering what substantially all really meant. Are we looking 

it more costs to come, or have we seen substantially all of 

:hem? 

THE WITNESS: I'm not really sure what part of my 

Zestimony you are reading. 

COMMISSIONER ARGENZIANO: Page 5, Line 19. 

THE WITNESS: Of my -- 

COMMISSIONER ARGENZIANO: Cross. 

CHAIRMAN CARTER: Ms. Triplett, can you help us find 

:hat? 

WS. TRIPLETT: Well, she's got two. I know it's 

:onfusing. 

COMMISSIONER ARGENZIANO: I'm sorry. Direct 

:estimony of Lori Cross in Support of Site Selection Costs on 
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)ehalf of Progress. 

CHAIREdAN CARTER: Give us a minute to find that. 

THE WITNESS: Can I maybe try to help clarify 

;omething here? 

COMMISSIONER ARGENZIANO: Sure. 

THE WITNESS: The way it is defined in the rule, the 

jite selection costs end when we filed the petition for 

ietermination of need, which was back in March of 2008 .  So for 

site selection, there may be some, you know, minor adjustments 

:hat get made, some true-ups or something as actual costs come 

.n and invoices come in. But, no -- I think maybe this helps 

TOU. The period for site selection ended when we filed the 

)etition for need back in March. So I think that -- does that 

ielp? 

COMMISSIONER ARGENZIANO: Yes, to some degree it 

loes. Substantially all, I think I understand what you are 

responding. Let me ask you another question, and I guess I was 

irying to break it down by statutory category. The costs for 

:ach category such as site selection, preconstruction, and 

:arrying costs, and construction cost balances, can you give me 

:hose, or can you break it down? 

THE WITNESS: By category? 

COMMISSIONER ARGENZIANO: Uh-huh. 

THE WITNESS: Hang on a second. 

MS. TRIPLET": Maybe to help, Commissioner 
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Argenziano, are you looking for here is the category and here 

is the actual total cost? 

COMMISSIONER ARGENZIANO: As best you can. 

MS. TRIPLETT: I think if we give her the prehearing 

order that will help. 

THE WITNESS: Actually, I have a schedule here that 

have prepared, and I don't know legally what we can do, but -- 

MS. TRIPLETT: I think what she has is a schedule 

that provides that breakdown, kind of an easy one-pager. I 

think we only have one copy, but we can have copies made. She 

can speak from it now and answer your questions, and then -- 

CHAIRMAN CARTER: Let's do that. Let's let her speak 

from it, and then prepare at the break and you can get us all a 

copy of it. 

THE WITNESS: I have these costs broken down into 

those buckets for the two projects. I have the Levy project 

and the CR-3 project separate. I don't have them combined. S o  

if you want to talk about them that way, we can do that, okay. 

COMMISSIONER ARGENZIANO: Great. 

THE WITNESS: For the Levy projects, and these are in 

the context of the revenue requirements that we are asking for, 

so the 400  million, I have broken the 400  million down into the 

different buckets. S o  for site selection for 2006,  it was 

3 . 5  million; site selection 2007,  14 .6  million; site selection 

2008,  1 9 . 8  million; and then there is the 2007 true-up number, 
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vhich is 1 . 7  million; and then for 2008,  I've got 207 million; 

ind then for 2009,  I have 1 4 8  million, which gets you to 

roughly 3 9 4 . 6  million that we are asking for for Levy. 

Now, I also have the numbers broken down into -- I 

cind of gave them to you there by year. I have them broken 

lown into -- I can take that 394 million and break it down into 

l ow much is preconstruction and how much is the carrying costs. 

COMMISSIONER ARGENZIANO: Right, thank you. 

THE WITNESS: Okay, let me do it that way for you. 

Of the 394 million, 3 7 . 2  million in total is site 

;election; preconstruction is 307.6  million; the carrying 

:harges, 39.5  million; the deferred taxes, 3.3 million -- I'm 

jorry, the 3.3  is O&M, I'm sorry. The deferred taxes are 

million. 

COMMISSIONER ARGENZIANO: Thank you. 

Okay. I'm good. Thank you. 

CHAIRMAN CARTER: Thank you, Commissioner. That was 

rery helpful to break it down like that. 

Any further questions from the bench? 

MS. TRIPLETT: Mr. Chairman, would you like to mark 

:hat as an exhibit? 

CHAIRMAN CARTER: 

WS. BENNETT: 42 

;chedule of All Costs. Is 

CHAIRMAN CARTER: 

That will be -- help me, staff, 42?  

And I have it as Lori Cross 

that a good definition? 

That's a great title for it. 
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Okay. Ms. Triplett. 

MS. TRIPLETT: Okay. We have some exhibits. Let's 

see. We would ask that exhibits marked for the hearing 

6 through 13 be entered into evidence. 

CHAIRWAN CARTER: Any objection from the parties? 

Hearing none, show it done. Show Exhibits 6 through 13 entered 

into evidence. 

(Exhibits 6 through 13 admitted into evidence.) 

MS. BENNETT: And did we move Exhibit 42 into the 

record? 

CHAIRWAN CARTER: And now we move Exhibit 42. Any 

objections to Exhibit 42? Without objection, show it done. 

(Exhibit 42 admitted into evidence.) 

MS. TRIPLETT: Mr. Chairman, may MS. Cross be 

dismissed from the proceeding? 

CHAIRWAN CARTER: Absolutely. Ms. Cross, you may be 

excused, and have yourself a great lunch. 

THE WITNESS: Thank you. 

CHAIRWAN CARTER: Speaking of lunch, we are 

three minutes away from kick-off time. We are on our second 

zourt reporter. And rather that go with another witness, let's 

just go ahead on and break now and we'll do lunch, give staff 

3n opportunity to get those exhibits together for us .  

We'll come back -- I think I'm right this time when I 

say 1:30.. Is that right? 
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COMMISSIONER SKOP: Sounds good to me. 

CHAIRE5AN CARTER: I got it right this time. 

We're on recess until 1:30. 

(Lunch recess.) 

(Transcript continues in sequence with Volume 2.) 
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