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PROCEEDTINGS

(Transcript follows in sequence from
Volume 1.)

CHAIRMAN CARTER: We are back on the record.
And when we left last time, we had finished the direct,
cross, and exhibits for witness Cross. 2And I think with
that, Ms. Triplett, you are recognized.

MS. TRIPLETT: Thank you. I think at this
point we would like to ask that the prefiled written
testimony for Garry Miller, who was excused from the
proceeding, be inserted into the record.

CHAIRMAN CARTER: Let's do this before you go
there. And I'm sorry for cutting you off, but you did
-- we asked you, and you did provide it for us.

Commissioners, it's a one-page errata sheet
for witness Cross, and it has got the numbers that we
were asking about. Show it entered into the record.
Without objection, show it done.

You did provide a copy to all the parties too;
right?

MS. TRIPLETT: Yes, sir.

CHAIRMAN CARTER: Thank you so kindly.

MS. TRIPLETT: Yes, sir.

CHAIRMAN CARTER: Sorry to interrupt you.

Ms. Triplett, you're recognized.

FLORIDA PUBLIC SERVICE COMMISSION
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I didn't mean to throw your rhythm off like
that.

MS. TRIPLETT: No, I'm sorry. It doesn't take
much to throw my rhythm off.

Yes. I think we're up to Garry Miller's
testimony, so we would ask that the prefiled testimony
for Mr. Garry Miller be inserted into the record as
though read.

CHAIRMAN CARTER: The prefiled testimony of
the witness will be entered into the record as though
read.

MS. TRIPLETT: Thank you. And he did not have

any exhibits.

CHAIRMAN CARTER: Okay. Is this a stipulated

witness?

MS. TRIPLETT: Mr. Miller?

CHAIRMAN CARTER: Yes.

MS. TRIPLETT: Yes, he was stipulated and
excused.

CHAIRMAN CARTER: Okay.

MS. TRIPLETT: And now we're up to Mr. --

CHAIRMAN CARTER: Is that okay with the
parties? Is that correct? Commissioners? Okay. Show
it done. ©No exhibits with Mr. Miller?

MS. TRIPLETT: Correct, no exhibits.

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

12856180.5

PROGRESS ENERGY FLORIDA, INC.
BY PROGRESS ENERGY FLORIDA

FPSC DOCKET NO. 080149

DIRECT TESTIMONY OF GARRY MILLER

I. INTRODUCTION AND QUALIFICATIONS
Please state your name and business address.
My name is Garry Miller. My business address is 100 East Davie Street,

TPP 15, Raleigh, NC 27601.

By whom are you employed and in what capacity?

I am employed by Progress Energy Carolinas (“PEC”) in the capacity of
General Manager — Nuclear Plant Development & License Renewal. As
General Manager — Nuclear Plant Development & License Renewal, I am
responsible for the siting, management, and oversight of all major land

purchases, and other contracts necessary for the construction of Progress

P b

Energy Florida’s (“PEF’s” or the “Company’s”) proposed Levy Nuclear

Power Plants.

What are your responsibilities as the General Manager Nuclear Plant

Development & License Renewal?
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I am responsible for new nuclear plant development in both the Carolinas
and Florida, including Engineering, Licensing, and Project Controls
(including scheduling, contracts, commercial matters, training, document
control, records management, and project management). All the major
contracts approved to date on the Levy project, and for nuclear plant

development, have been under my management and responsibility.

Please summarize your educational background and work experience.
I have a Bachelor of Science degree in Nuclear Engineering from North
Carolina State University. I also have a master’s degree in Mechanical
Engineering from North Carolina State University. I have approximately
thirty years of experience in the nuclear industry. My experience involves
engineering and maintenance experience at all of Progress Energy’s
nuclear plants and the Corporate office. I have held Engineering Manager
positions at the Brunswick Nuclear Plant and Robinson Nuclear Plant. |
have held the position of Chief Engineer for Nuclear Generation Group
(NGG). Ihave also held the position of Maintenance Manager at Progress

Energy’s Harris Nuclear Plant.

II. 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 certain
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costs incurred from January through December 2007 for the acquisition of
real property necessary to support the construction of the Company’s
proposed Levy Nuclear Power Plants.

Specifically, I will describe the land acquisition costs that have
been incurred, for which PEF is seeking recovery of the carrying costs. 1
will explain why it was reasonable and necessary for the Company to

incur those land acquisition costs in the timeframe it did.

Do you have any exhibits to your testimony?

No, I am not sponsoring any exhibits. I am, however, sponsoring
Schedules T-7 through T-8B of the Nuclear Filing Requirements
(“NFRs”), which are included as part of the exhibits to Will Garrett’s
testimony. Schedule T-7 is a description of the nuclear technology
selected in 2007. Schedule T-8 is a list of the contracts executed in excess
of $1.0 million 1n 2007. Schedule T-8A reflects details pertaining to the
contracts executed in excess of $1.0 million. Schedule T-8B reflects
details pertaining to contracts executed in excess of $200,000, but less
than $1 million, of which there were none in 2007 for the Levy project.

All of these schedules are true and accurate.

Please summarize your testimony.

The Company incurred real estate acquisition costs in 2007 to acquire land

necessary for its Levy Nuclear Project. PEF needed to acquire this real
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IIL.

property in 2007 to maintain the licensing and construction schedule to
successfully bring Levy Unit 1 into commercial service in 2016. As
demonstrated in my testimony and the NFR schedules attached to Mr.
Garrett’s testimony, PEF took adequate steps to ensure these acquisition
costs were reasonable and prudent. PEF negotiated favorable contract
terms under the then-current market conditions and circumstances.

For all the reasons provided in my testimony and in the NFR
schedules, the Commission should approve PEF’s costs incurred in 2007

as reasonable and prudent pursuant to the nuclear cost recovery rule.

COSTS INCURRED IN 2007 FOR LEVY NUCLEAR PLANT

Has PEF incurred any costs in 2007 for its Levy Nuclear Project?
Yes, PEF incurred real estate acquisition costs to acquire the site for its
Levy Nuclear Project. 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.

How did PEF choose the Levy site as the location for its new nuclear
power plants?

The Company’s Nuclear Plant Development Group (“NPD”) utilized the
Electric Power Research Institute (“EPRI”) siting guide, a widely accepted

guidance document for evaluating new nuclear power plant sites, and
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applicable Nuclear Regulatory Commission (“NRC”) regulatory guidance,
to review and evaluate potential sites. Based on certain on-site analyses,
initial screening analyses, and on weighing strategic and transmission
considerations, NPD ultimately concluded that the Levy County site
presented the best overall site as compared to the other sites considered.
After initially selecting the Levy County site, PEF executed a
Purchase and Sales Agreement to acquire the parcel, known as the
Rayonier parcel, from the land owner in 2006. This allowed PEF to
conduct more detailed testing to ensure the viability of the site for a
nuclear plant, consistent with NRC regulatory guidance and regulations.

These analyses showed that the site was suitable for new nuclear plants.

Please generally describe the Rayonier Purchase and Sales
Agreement.

PEF negotiated the Rayonier Purchase and Sales Agreement to provide
PEF the opportunity to ensure that the site was suitable for nuclear plant
development. Once those evaluations were complete, PEF closed on the
property in September 2007. PEF took several steps during the
negotiation of the Agreement to ensure that it received favorable terms
under the circumstances and market conditions. First, during the initial
negotiations for the Rayonier property, PEF maintained its anonymity by
utilizing a third-party representative, who acted on PEF’s behalf. PEF did

this to reduce the likelihood that property owners would inflate their initial
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asking price solely based on the knowledge that the buyer was a large
utility. PEF also used comparable sales from the area to negotiate the
most appropriate price for that real estate market. In addition, PEF
engaged in lengthy negotiations with the property owner to obtain the
lowest possible price on the best possible terms.

One favorable contract term is that the Agreement provides for an
additional payment to the land owner once PEF has obtained its Combined
Operating License (“COL”) from the NRC. Thus, in the event the
Company does not complete the process of obtaining a COL for the
nuclear plants for any reason, the Company will not have to pay any
additional money for the land. In addition to this price benefit, PEF’s
acquisition of this parcel will be a benefit to its customers even if Levy
Units 1 and 2 are not ultimately constructed. Good sites, such as this one,
with access to an adequate water supply that can accommodate base load
and other generating units, are rare in Florida and becoming harder to find
and acquire. PEF may be able to utilize this site for alternative generating
units in the future.

The purchase price negotiated for the Rayonier parcel is a
reasonable and prudent price, given the circumstances and nature of the
transaction. The other terms of the Rayonier contract are also reasonable
and prudent. Further details of this contract are contained in Schedule T-8

and T-8A, attached as an exhibit to Mr. Garrett’s testimony.
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Why did PEF acquire land at this time?

PEF needed to acquire this parcel in 2007 to ensure that the NRC licensing
process and construction would be completed timely for Levy Unit 1 to go
on-line in 2016. For example, PEF has already started to order long lead-
time materials for the Westinghouse AP-1000 reactors, which allows PEF
to stay on schedule and to preserve favorable pricing for key components.
Additionally, and most significantly, PEF plans to file its Site Certification
Application (“SCA”) with the Florida Department of Environmental
Protection (“DEP”) in the second quarter of 2008, and the Combined
Construction and Operating License Application (“COLA”) with the NRC
in the third quarter of 2008. We expect the DEP approval process to take
12-15 months and the NRC license approval process to take approximately
42 months. Placing these orders and obtaining key regulatory approvals
on a timely basis will be critical to maintaining the construction schedule,
meeting budgets, and moving forward with the project. All of these
efforts required PEF to have a site already selected for its nuclear reactor
units.

In addition, certain pre-construction activities, such as construction
of site access roads, office building, and training center, must commence
in 2008 to ensure the proposed commercial in-service date can be met.
Assuming PEF receives all regulatory approvals on schedule, it will
commence on-site preparation and pre-construction activities in 2010.

PEF plans to begin the pour of safety-related concrete; i.e., starting with
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the reactor foundation in 2012, and expects completion of the balance of
plant by the end of 2015. Thus, the acquisition of the property in 2007
was necessary, reasonable, and prudent to maintain PEF’s construction

schedule.

Has the Company purchased other real property for the Levy Nuclear
Project?

Yes, PEF executed a purchase agreement and closed on another parcel,
known as the Lybass parcel, in December 2007. This parcel is contiguous
to the southern border of the Rayonier parcel, and also includes a smaller
parcel contiguous to the northwest corner of the Rayonier property and
abutting the U.S. 19 highway. Acquisition of this property was necessary
to provide access to the Levy site to the Cross Florida Barge Canal, which
in turn provides access to the Gulf of Mexico -- the cooling water source
for the nuclear units. The Lybass parcel also permits greater construction
and employee access to the Levy site along the U.S. 19 highway. In
addition, part of the Lybass parcel provides access to transmission exit
corridors from the Levy nuclear units.

Like the Rayonier Purchase and Sale Agreement described above,
the Lybass contract was required to maintain the licensing and
construction schedule for Levy Units 1 and 2. The Lybass parcel will
likewise provide benefits to PEF’s customers by serving as a potential

future site for alternative generation. Indeed, as described more fully in
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Mr. Garrett’s testimony, the Company will allocate a portion of the parcel
as land held for future use.

The purchase price for the Lybass parcel is reasonable and prudent,
given the nature and circumstances of the transaction. The remainder of
the contract provisions are also reasonable and prudent. Further details of
the Lybass contract are contained in Schedule T-8 and T-8A, attached as

an exhibit to Mr. Garrett’s testimony.

Why did the Company purchase a greater amount of the Lybass
property than was needed for the Levy project?

The landowners would only sell a minimum of 2,150 acres, therefore, the
only way PEF could acquire the necessary land rights for the transmission,
piping and heavy haul path corridors, would have been to condemn a
portion of the Lybass property. The Company first analyzed how much
land was necessary to accommodate the four 500kV transmission lines
exiting the site and the corridor necessary to locate the intake and
discharge piping and heavy haul road on the Lybass property. The
Company estimated that it would need at least a 1,000 foot corridor
through the western portion of the Lybass property comprising
approximately 220 acres. The Company next retained a qualified Florida
real estate appraiser, and outside eminent domain counsel, to assist the
Company in its evaluation of the alternative cost to condemn the 1,000

foot corridor for the Levy Nuclear Project. Under Florida law, the costs
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included the likely value of the property, hiatus damages, any damages to
the remainder of the Lybass property, and any legal fees and other costs
resulting from a condemnation proceeding that PEF likely would be
required to pay. Based on this evaluation, and considering that any
eminent domain trial would be before a Levy County jury, the Company

decided to purchase the entire property.

Has the Company incurred any other costs for the Levy Nuclear
Project?

Yes, PEF incurred costs pursuant to a third, separate contract. PEF
executed a Nominee Agreement with a real estate agent to provide real
estate acquisition services to identify potential sites and help the Company
choose, negotiate, and contract for what ultimately became the Rayonier
and Lybass parcels. The company acted as PEF’s agent in this process.
This contract was necessary for the acquisition of the two parcels that
make up the Levy site. The company was chosen for its familiarity with
Florida real estate, its experience with negotiating large real estate
purchase contracts, and its familiarity with PEF. For this contract, PEF
negotiated favorable contract terms under the then-current market
conditions and circumstances. Indeed, PEF’s real estate agent performed
its contract services successfully and below the original contract price.

The costs incurred under this contract are thus reasonable and prudent.

10
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Further details of the contract are contained in Schedule T-8 and T-8A,

attached as an exhibit to Mr. Garrett’s testimony.

To summarize, were all the costs that the Company incurred in 2007
for the Levy Nuclear Project reasonable and prudent?

Yes, the specific cost amounts contained in the schedules, which are
attached as exhibits to Mr. Garrett’s testimony, reflect the reasonably and
prudently incurred costs which are described above for the Levy Nuclear

Project work in 2007.

Does this conclude your testimony?

Yes, 1t does.

11
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CHAIRMAN CARTER: Okay. You're recognized.
MS. TRIPLETT: Thank you. And Progress Energy
would call Daniel Roderick to the stand.
CHAIRMAN CARTER: Daniel Roderick.
Thereupon,
DANIEL L. RODERICK
was called as a witness on behalf of Progress Energy
Florida and, having been first duly sworn, was examined
and testified as follows:
DIRECT EXAMINATION
BY MS. TRIPLETT:
Q. Would you please introduce yourself to the
Commission and provide your address?
A. Yes. My name is Daniel Roderick. My business

address is 15760 West Power Line Street, Crystal River,

Florida.

Q. And who do you work for, and what is your
position?

A. I work for Progress Energy. I'm the Vice

President for Nuclear Projects and Construction.

Q. And have you filed prefiled direct testimony
regarding PEF's 2008 actual/estimated and 2009 projected
costs associated with the CR3 uprate project?

A. Yes.

Q. Have you filed prefiled direct testimony

FLORIDA PUBLIC SERVICE COMMISSION
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regarding PEF's costs incurred in 2006 and 2007 for the
CR3 uprate project?

A. Yes.

Q. Have you filed prefiled supplemental direct
testimony regarding PEF's 2008 estimated/actual costs
and 2009 projected costs associated with the CR3 uprate?

A. Yes.

Q. Have you filed rebuttal testimony regarding
the CR3 uprate project costs?

A. Yes.

Q. Have you filed prefiled revised direct
testimony regarding PEF's 2008 estimated/actual and 2009
projected costs associated with the Levy nuclear plant?

A. Yes.

Q. Have you filed prefiled direct testimony
regarding PEF's site selection costs associated with the
Levy nuclear construction project?

A. Yes.

Q. Have you filed prefiled supplemental direct
testimony regarding PEF's site selection,
actual/estimated, and projected costs associated with
the Levy nuclear project?

A. Yes.

Q. And does this supplemental testimony

supplement your revised prefiled direct testimony?

FLORIDA PUBLIC SERVICE COMMISSION
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A. Yes.

Q. And do you have any changes to make to your
prefiled testimony and exhibits?

A. I have one correction that I want to make in
my direct testimony for in support of 2008
actual/estimated costs and 2009 projected costs. That's
on the May 1, 2008 testimony, and it's on page 9 on line
17. Where it says "approximately 12 million, gross of
joint owner billing and exclusive of carrying," the
12 million should be 8.4 million. That does not change
any of the exhibits or any of the other filings. It's
just an error in this particular document.

Q. And if T asked you the same questions in your
prefiled testimony today, would you give the same
answers, with the correction that you just made?

A. Yes.

MS. TRIPLETT: We would request that the
prefiled testimonies be moved into evidence as though
read in the record.

CHAIRMAN CARTER: The prefiled testimony will

be entered into the record as though read.

FLORIDA PUBLIC SERVICE COMMISSION
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IN RE: NUCLEAR COST RECOVERY CLAUSE
BY PROGRESS ENERGY FLORIDA

FPSC DOCKET NO. 080009

DIRECT TESTIMONY OF DANIEL L. RODERICK
IN SUPPORT OF 2008 ACTUAL/ESTIMATED COSTS
AND 2009 PROJECTED COSTS
I. INTRODUCTION AND QUALIFICATIONS
Please state your name and business address.
My name is Daniel L. Roderick. My business address is Crystal River

Energy Complex, Site Administration 2C, 15760 West Power Line Street,

Crystal River, Florida 34428.

By whom are you employed and in what capacity?

I am employed by Progress Energy Florida (“PEF” or the “Company”) in
the capacity of Vice President — Nuclear Projects & Construction. As
Vice President — Nuclear Projects & Construction, I am responsible for the
management and oversight of all large, capital nuclear projects for the
Company, including the Uprate Project at Crystal River Unit 3 (“CR3”),

PEF’s nuclear plant. Formerly, I was Director of Site Operations at CR3.

What are your responsibilities as the Vice President Nuclear Projects

and Construction?
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I am an officer of PEF and I am responsible for all aspects of major
projects and construction of nuclear generating assets in Florida.
Formerly, as director of Site Operations, I was responsible for the safe,
efficient, and reliable generation of electricity from CR3 and all plant

functions reported to me and were under my supervision.

Please summarize your educational background and work experience.
I have a Bachelor of Science and Master of Science degree in Industrial
Engineering from -the University of Arkansas and have completed the
NRC program for a Senior Reactor Operator License. I have been at CR3
since 1996, serving in my current position as Vice President Nuclear
Projects and Construction and, prior to that position, Director of Site
Operations, Plant General Manager, Engineering Manager, and Outage
Manager, respectively. Prior to my employment with the Company, I was
employed for twelve years with Entergy Corporation at its Arkansas
Nuclear One plant in Russellville, Arkansas with responsibilities in Plant

Operations and Engineering.

II. 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 certain
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costs incurred in 2008 for the replacement and modification of equipment
at CR3 to support an increase in electrical generation power from the
nuclear plant. My testimony will also support the Company’s
actual/estimated and projected costs for the remainder of 2008 and 2009.
Finally, my testimony explains why the CR3 Uprate Project is feasible,

pursuant to Rule 25-6.0423(5)(c)5, F.A.C.

Do you have any exhibits to your testimony?

Yes, [ am sponsoﬁng one exhibit:
e Exhibit No.  (DLR-1), which is the Integrated Project Plan (“IPP”) for the

CR3 Uprate project.

I am also sponsoring portions of the schedules attached to Lori Cross’ testimony.
Specifically, Schedules AE-7 through AE-8 of the Nuclear Filing Requirements
(“NFRs”), are included as part of Exhibit No. _ (LC-2) the exhibits to Lori
Cross’ testimony. Schedule AE-7 is a description of the contracts and work for
the nuclear technology selected. Schedule AE-8 is a list of the contracts executed
in excess of $1.0 million that have been executed to date. Schedule AE-8A
reflects details pertaining to the contracts executed in excess of $1.0 million.
I am also sponsoring Schedules P-7, P-8, and P-8A, part of Exhibit No. _ (LC-
1), which provide similar details for technology selected and contracts as the AE
schedules do. Finally, I am sponsoring Schedule TOR-7 included as part of
Exhibit No.  (LC-3) to Lori Cross’ testimony.

This exhibit and all of these schedules are true and accurate.

13001995.1
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Please summarize your testimony.
From January to March 2008, PEF has incurred reasonable and prudent
costs to complete work scheduled for all three phases of the project. The
first phase of the CR3 Uprate Project was completed during the 2007
refueling outage. PEF incurred costs for the remaining two phases,
scheduled for the 2009 and 2011 refueling outages, because long lead-
times to secure contracts and equipment for that work is required. To
maintain the time -schedule for the project, PEF’s goal is to do as much
work as possible during the 2009 refueling outage. These costs are
appropriate for recovery pursuant to the nuclear cost recovery rule.

As demonstrated in my testimony and the NFRs filed as exhibits to
Ms. Cross’ testimony, PEF took adequate steps to ensure that the costs it
incurred were reasonable and prudent. When selecting vendors, PEF
utilized a Request for Proposals (“RFP”), or competitive bidding, process
where appropriate, and used reasonable business judgment to select sole-
source vendors when an RFP was not used. For all its contracts, PEF
negotiated as favorable contract terms as it could given market conditions
to provide reasonable cost certainty and appropriate risk-sharing.
Accordingly, the Commission should approve PEF’s costs incurred for
January to March 2008 as reasonable and prudent pursuant to the nuclear

cost recovery rule.
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PEF has also provided reasonable projections for costs to be
incurred during the remainder of 2008 and all of 2009. These projected
costs were developed using the best available information to the Company
at this time. Thus the Commission should approve PEF’s projections as

reasonable.

PRUDENCE OF COSTS AND UPDATED INFORMATION FOR

CR3 UPRATE

Have you previously filed testimony in this docket in support of cost
recovery for the CR3 Uprate?

Yes, on February 29, 2008, I provided testimony in which I discussed the
prudence of the costs incurred in 2006 and 2007 and supported the true-up

schedules that reflected contract information and technology selected.

Since you filed that testimony, have there been any changes in the
technology selected or contracts executed for the CR3 Uprate project?
There has only been one change in the project, in terms of the status of
contracts executed and technology selected. PEF executed the Yuba
contract, which at the time of my previous testimony, had been issued but
not signed. PEF has continued to prudently administer the contracts

previously described in greater detail in my previous testimony.
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The updated description of the contracts executed for the work
required for the technology chosen for the CR3 Uprate Project is
contained in Schedule AE-7, which is attached as part of an exhibit to Ms.
Cross’ testimony. Also, a detailed description of the contracts executed in
excess of $1 million, including the dollar value and term of the contract,
the method of vendor selection, the identity and affiliation of the vendor,
and current status of the contract, is contained in Schedules AE-8 through

AE-8A, attached to an exhibit to Ms. Cross’ testimony.

Has the Company incurred costs for the CR3 Uprate Project?
Yes, the total capital expenditures, for January to March 2008, gross of

joint owner billing and exclusive of carrying cost, were $9.0 million.

Please generally describe these costs.

As part of the MUR phase, which PEF completed during the 2007
refueling outage, PEF incurred costs related to the installation of improved
instruments to allow more accurate measurement of inputs to the
secondary heat balance. These costs were reasonable and prudent and
include engineering and licensing support, project management, the
improved instruments, and installation of those instruments. The MUR
went into commercial service on January 31, 2008 and the Company has
achieved approximately 12 additional megawatts of nuclear generation,

depending on the circumstances, as a result. In addition, PEF incurred
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Q.

costs related to work necessary for the Balance of Plant (“BOP”’) and the
Extended Power Uprate (“EPU”) phases of the project. This work
included engineering support, project management, contract labor, and

procurement of materials.

The specific cost amounts contained in Ms. Cross’ testimony and
exhibits reflect the reasonably and prudently incurred costs which are
described above for the CR3 Uprate project work for January to March

2008.

Why is the Company unable to separate costs specifically between the

BOP and the EPU phases, as was done in the need determination proceeding?

A.

13001995.1

In the need determination docket, PEF separated the phases between those
associated with making the ‘secondary’ side or BOP more efficient from
those necessary to support a higher NRC licensed power level output of
the reactor core, referred to as EPU. In that docket, however, PEF also
indicated that the goal was to do as much of the work during the 2009
outage as possible, so that the customers could obtain the benefit of that
work earlier. As the analyses progress, and PEF becomes more certain as
to the scope of the work, PEF can better identify what work can be done in
what outage. In many cases, significant aspects are absolutely essential to
support both. In addition, some of the work performed under certain

contracts relate to both the 2009 and 2011 work.
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IV. PROJECTIONS FOR COSTS TO BE INCURRED FOR THE

REMAINDER OF 2008 AND 2009

Q. Does the Company plan to incur costs for the CR3 Uprate Project

during the remainder of 2008 and 2009?

A. Yes, PEF must incur costs to maintain the schedule for the uprate.

Q. What major costs does PEF estimate incurring for the remainder of
2008?

A. As reflected in Schedule AE-6, PEF estimates costs of $58.6 million, gross

of joint owner billing and exclusive of carrying costs. This amount
includes purchase of materials for the motsture separator reheaters
(“MSRs”), purchase of generator and exciter components, and work done

by Siemens on the wheel disc machining and generator rotor winding.

What major costs does PEF project it will incur in 2009?

As reflected in Schedule P-6, PEF projects costs of $107.1 million, gross
of joint owner billing and exclusive of carrying costs for 2009. This
amount includes additional purchases of generator and exciter
components, completion of inner casing fabrication, purchase and
shipping of the low pressure turbines, progress payments for the delivery

of the MSR vessels to CR3, and the mobilization of equipment and labor

13001995.1
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by Siemens in preparation for the installation work to be done during the

2009 scheduled refueling outage.

Q. Has the Company made any projections regarding the costs that will
be incurred in 2009 to address the Point of Discharge (“POD?”) issue?

A. Yes, PEF has commissioned a study to determine the solution(s) necessary
to address the temperature and flow of the water in the discharge canal. The water in
the discharge canal is affected not only by CR3 but also by Crystal River Units 1 and
2. This study will also identify the respective impacts of CR3 to the discharge canal,
so that the appropriate costs of the solution(s) can be properly allocated to the CR3
Uprate project. The study is not yet complete, but the Company does have high level,
preliminary estimates for the anticipated expenditures for 2009. Because the
allocation has not been determined, PEF has assumed, to provide projections for year
2009, that 42% of the costs of the POD solution(s) should be allocated to the CR3
Uprate project. PEF will update its projections for 2009 costs upon completion of the
POD study. The proj ected expenditures for the POD in 2009 are estimated to be
approximately ?5% million, gross of joint owner billing and exclusive of carrying

costs. This cost figure is reflected on Line 39 and Line 43 of Schedule P-6, attached

as an exhibit to Ms. Cross’ testimony.
Q. How were all the projected costs prepared?

A. PEF developed its estimates on a reasonable engineering basis, using the

best available information. In some instances, PEF utilized actual

13001995.1
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Q.

original estimates to the actual costs incurred?

A.

Q.
estimate?

A.

13001995.1

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 detailed project
schedules which set forth the necessary milestones to maintain the
expected in-service date. Accordingly, the projected costs, as set forth in
Exhibits No.  (LC-1) and (LC-2) to Lori Cross’ testimony, should be

approved as reasonable.

TRUE UP TO ORIGINAL COST FILING FOR 2008

Has the Company filed schedules to provide information truing up the

Yes, these schedules are reflected as an Exhibit to Ms. Cross’ testimony.

What is the current total project estimate, compared to the original

As reflected on Schedule TOR-7, the total current project estimate,
exclusive of AFUDC and fully loaded is $364 million. The original
estimate provided in the need determination proceeding was $381 million,
which did not reflect the full “Financial View” or fully loaded costs. The
original estimate inclusive of the indirect costs is $439 million as
presented in Scheduled TOR-7. This current total project estimate is

based on the best available information at the time of this filing.

10
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VL. RULE 25-6.0423(5)(¢)5: LONG-TERM FEASIBILITY OF
COMPLETING CR3 UPRATE
Q. Has the Company conducted an analysis to determine the long-term

feasibility of completing the CR3 Uprate project?

A. Yes. In this case, the Company determined the feasibility of completing
the CR3 Uprate project as part of its Integrated Project Plan (“IPP”). The IPPis a
new, refined process for gaining management approval for expenditures of significant
funds. It is another form of Project Plan or Business Analysis Package. The
Company uses IPPs to manage non-routine capital projects with more than $50
million in capital costs. After completion of the MUR phase, an IPP for the CR3
Uprate project was prepared on January 29, 2008. This IPP updates and replaces the

Business Analysis Package for the project, which was issued November 10, 2006.

Q. Is the CR3 Uprate project completion feasible?

A. Yes, given the results of the IPP. The IPP provides an update of the status
of the project, including the completion of the MUR phase during the 2007 outage
and the continued progress on preparing for the 2009 and 2011 outage. It outlines the
major work planned, and sets forth the planned schedule and project milestones
necessary for timely completion. Updated cost estimates are provided in the IPP, for
both capital and operating and maintenance (“O&M”). The total current estimate

remains bounded by the initial Business Analysis Package.

11
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The IPP also includes potential project risks, and strategies for managing
such risks. PEF feels confident that at this time, there is no indication of any risks
that would affect the project’s feasibility. As indicated in the IPP, PEF has an
extensive risk management program in place that allows us to readily identify any
potential risks quickly and implement mitigation actions to reduce those risks. Also
included in the IPP is an update regarding the necessary regulatory approvals for the
project, particularly the Site Certification for the flow and temperature of the water at
the discharge canal and approval from the Nuclear Regulatory Commission (“NRC”)
for the Extended Power Upra;[e. Obtaining these regulatory permits remains feasible
and on schedule.

The recommendation of the IPP is that the Company continue with the
remaining work for the CR3 Uprate project, to be completed during the 2009 and
2011 refueling outages. As set forth in the IPP, the project will result in economic
benefits to PEF’s customers, in terms of fuel savings, and will provide additional
clean energy at low cost to PEF consumers. The implementation of the CR3 Uprate
project is an important element of the Progress Energy Balanced Solution. The IPP,

which is a confidential document, is attached as Exhibit No.  (DLR-1) to my

testimony.

Q. Does the Company plan to complete an updated IPP on an annual
basis to decide whether to go forward with the CR3 Uprate project?
A. At this point, PEF does not plan to complete a formal IPP each year.

However, the Company will continue to provide regular updates to senior

12
13001995.1
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management, following certain project milestones, so that the progress of the project

can be effectively monitored.

Q. Does this conclude your testimony?

A. Yes, it does.

13

13001995.1
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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 DANIEL L. RODERICK

I. INTRODUCTION AND QUALIFICATIONS
Q. Please state your name and business address.
My name is Daniel L. Roderick. My business address is Crystal River
Energy Complex, Site Administration 2C, 15760 West Power Line Street,

Crystal River, Florida 34428.

By whom are you employed and in what capacity?

A. I am employed by Progress Energy Florida (“PEF” or the “Company”) in
the capacity of Vice President — Nuclear Projects & Construction. As
Vice President — Nuclear Projects & Construction, I am responsible for the
management and oversight of all large, capital nuclear projects for the
Company, including the Uprate Project at Crystal River Unit 3 (“CR3”),

PEF’s nuclear plant. Formerly, I was Director of Site Operations at CR3.

Q. What are your responsibilities as the Vice President Nuclear Projects

and Construction?
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I am an officer of PEF and I am responsible for all aspects of major
projects and construction of nuclear generating assets in Florida.
Formerly, as director of Site Operations, I was responsible for the safe,
efficient, and reliable generation of electricity from CR3 and all plant

functions reported to me and were under my supervision.

Please summarize your educational background and work experience.

I have a Bachelor of Science and Master of Science degree in Industrial
Engineering from the University of Arkansas and have completed the
NRC program for a Senior Reactor Operator License. I have been at CR3
since 1996, serving in my current position as Vice President Nuclear
Projects and Construction and, prior to that position, Director of Site
Operations, Plant General Manager, Engineering Manager, and Outage
Manager, respectively. Prior to my employment with the Company, I was
employed for twelve years with Entergy Corporation at its Arkansas
Nuclear One plant in Russellville, Arkansas with responsibilities in Plant

Operations and Engineering.

II. 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 certain

costs incurred in 2006 and 2007 for the replacement and modification of
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equipment at CR3 to support an increase in reactor power from the nuclear
plant.

Specifically, I will describe the construction costs that have been
incurred, for which PEF is seeking recovery of the carrying costs. I will
explain why those construction costs were reasonable and necessary to
accomplish the uprate. My testimony further supports the prudence of
those costs by describing the process by which vendors and technology

were selected.

Do you have any exhibits to your testimony?

No, I am not sponsoring any exhibits. I am, however, sponsoring
Schedules T-7 through T-8B of the Nuclear Filing Requirements
(“NFRs”), which are included as part of the exhibits to Will Garrett’s
testimony. Schedule T-7 is a description of the contracts and work for the
nuclear technology selected, for years 2006 and 2007. Schedule T-8 is a
list of the contracts executed in excess of $1.0 million, for years 2006 and
2007. 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.

All of these schedules are true and accurate.

Please summarize your testimony.
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The CR3 Uprate Project is being completed in three phases and will result
in the Company generating an additional 180 MWe of efficient nuclear
power by 2011. To improve the cost-effectiveness of this project, the
Company chose to complete the project in three phases by taking
advantage of already-scheduled refueling outages at CR3. Since
November 2006 and during 2007, PEF has incurred reasonable and
prudent costs to complete all three phases of the project. The first phase
of the CR3 Uprate Project was completed during the 2007 refueling
outage. PEF incurred costs for the remaining two phases, scheduled for
the 2009 and 2011 refueling outages, because long lead-times to secure
contracts and equipment for that work is required. These costs are
appropriate for recovery pursuant to the nuclear cost recovery rule.

As demonstrated in my testimony and the NFRs filed as exhibits to
Mr. Garrett’s testimony, PEF took adequate steps to ensure that the costs it
incurred were reasonable and prudent. When selecting vendors, PEF
utilized a Request for Proposals (“RFP”), or competitive bidding, process
where appropriate, and used reasonable business judgment to select sole-
source vendors when an RFP was not used. For all its contracts, PEF
negotiated as favorable contract terms as it could given market conditions
to provide reasonable cost certainty and appropriate risk-sharing.
Accordingly, the Commission should approve PEF’s costs incurred for
2006 and 2007 as reasonable and prudent pursuant to the nuclear cost

recovery rule.
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III.

DESCRIPTION AND STATUS OF CR3 UPRATE PROJECT
Please briefly describe the CR3 Uprate project.
The power uprate project for CR3 increases the electrical power output
from the plant from about 900 MWe by approximately 180 MWe to 1,080
MWe. The power uprate project involves increasing the power or thermal
MWs produced in the reactor core by making modifications to the design
to allow for use of additional nuclear fuel. In addition, some
modifications to supporting equipment are necessary to support the
additional heat from the power increase to accommodate all designed
accident conditions in the plant. The additional heat will raise the heat
exchange between the Primary and Secondary Systems and create more
steam to turn the turbines.

The major modifications resulting from the power uprate involve
the secondary system; specifically, the turbine generator set, which has
three parts, two low pressure and one high pressure rotor, and the
generator, plus their supporting systems and equipment. The secondary
system must be modified to accept the additional heat produced by the
reactor core. This is accomplished by increasing the secondary system
water and steam flow. Increasing the flow requires larger pumping
capacity than currently exists, which requires modification or replacement

of some existing pumps and heat exchangers. A series of evaluations,
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models, and other studies have been completed to identify the required
pumps and motors to upgrade or replace .

In addition to the reactor power increase, design improvements to
some major system components will allow for increased efficiencies,
providing additional electrical power beyond that obtained from the higher
thermal output. These design improvements to obtain the steam
efficiencies are factored into the CR3 power uprate costs. For example,
when the steam turbine high pressure rotor was designed in 1962, a multi-
piece assembly was made. These multi-piece assemblies cause drag on
the system, but better technology did not exist at the time. Since then, in
the late 1990’s, technological advancements have resulted in a single piece
rotor blade that has less drag and, therefore, provides increased megawatt

output for the same steam input.

Please explain when and how the CR3 Uprate project will be
accomplished.
The CR3 power uprate project is planned for completion in three
scheduled refueling outages for CR3 in 2007, 2009 and 2011. By
completing this work during the times when CR3 will already be offline,
customers receive the benefits of the CR3 Uprate Project without incurring
replacement energy costs.

Phase I, the MUR, was installed during the 2007 refueling outage

and went on-line on January 31, 2008. The MUR is a series of
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engineering analyses to measure the “secondary heat balance” with
improved accuracy through modifications to plant instrumentation and
associated calculations. The improved accuracy in measuring the
secondary heat balance, however, allows the rated thermal power to be
increased by 41 thermal megawatts (“MWt”) and plant electrical
generation to increase by approximately 12 megawatts electric (“MWe”).
Phase 2 of this project is a series of improvements to the efficiency of the
secondary plant also known as the Balance of Plant (“BOP”’). The
Company currently anticipates, for example, that all or at least part of the
low pressure turbine and electrical generator replacement can be
completed during the BOP phase. The BOP phase is scheduled
concurrently with the steam generator replacement during the 2009
refueling outage. Other modifications and replacements will be
evaluated for inclusion in the 2009 refueling outage if the outage is not
extended, appropriate resources are available to support the changes, and
the impact of further modifications or replacements for the power uprate
project on the duration of the scheduled 2011 refueling outage can be
minimized.

The changes during the BOP phase do not increase the licensed
output of the nuclear reactor but they will improve the efficient use of that
output to produce a higher electrical output. The estimated increase in

output is 28 MWe from the BOP phase.
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The full power uprate is scheduled for the 2011 refueling outage,
when the remaining work necessary to provide the full 180 MWe power
uprate, called the Extended Power Uprate (“EPU”) phase, will be
completed. The BOP phase improvements will be sized to support the
EPU. The EPU maximizes the output of the reactor and the BOP to their
ultimate capacity.

The remaining two phases of the CR3 uprate project are on

schedule to come online during the 2009 and 2011 outages.

Will the CR3 uprate project require changes to other units or the
Crystal River site?

No. All changes necessary to generate the full power uprate are internal to
the CR3 power block. No changes to the Company’s current plant siting
are required. However, modifications to address Point of Discharge

(“POD”) issues to accommodate the full 180 MWe power uprate will be

necessary.

What changes are anticipated to address the Point of Discharge
issues?

The power uprate from the project will generate additional heat and steam
thereby increasing the water temperature of the cooling water for the CR3
unit. This additional heat will likely cause the Company to exceed the

thermal permit requirements for the cooling water discharge flow and
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temperature. The Company has begun a study to evaluate all reasonable
options before making a final determination of how to address the POD
issue. Whatever modifications are necessary to address the thermal

cooling water discharge limit, however, will accommodate the full power

generated by CR3.

Did PEF obtain a need determination for the CR3 Uprate project?
Yes, the Commission approved the need for the CR3 Uprate in Order No.

PSC-07-0119-FOF-EI, issued on February 7, 2007.

What is the current status of the CR3 Uprate project in terms of
completion?

Phase I, also known as the MUR phase, was successfully completed
during the 2007 scheduled outage. Concurrently with the MUR phase
work, we have been securing contracts, making plans, and incurring costs

for Phases II and III. The project thus far is progressing as expected, and

we expect no problems with completing them in the expected timeframes.

How did PEF choose the vendors with which it contracted during the
2006 and 2007 timeframe?

PEF employed a competitive bidding process to choose most of the
vendors for the various projects associated with the CR3 Uprate Project.

PEF issued a Request for Proposal (“RFP”), evaluated the RFP responses
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based on a variety of factors (including price, dependability of the vendor,
technical considerations, and the like), and chose the vendor that provided
the best value for the price.

In those instances in which an RFP process was not employed to
choose a vendor for a contract, PEF used reasonable business judgment to
justify that decision. For example, AREVA was chosen as a sole source
contract (meaning PEF did not issue an RFP) to perform the analytical and
licensing support for the NRC approval for the MUR and EPU phases.
This decision was made because AREV A had unique access to and
experience with the requisite safety analyses for CR3. This allows
AREVA to efficiently perform the analyses required to secure NRC
approval. AREVA has also out-performed other vendors in these types of
analyses. These factors reasonably lead to the selection of AREVA as the
vendor for such a time-sensitive project like the CR3 Uprate Project. We
nevertheless have secured a favorable contract terms with AREVA to
provide reasonable cost-certainty and appropriate risk-sharing.

A more detailed description of the contracts executed for the work
required for the technology chosen for the CR3 Uprate Project is
contained in Schedule T-7, which is attached as part of an exhibit to Will
Garrett’s testimony. Also, a detailed description of the contracts executed
in excess of $1 million, including the dollar value and term of the contract,

the method of vendor selection, the 1dentity and affiliation of the vendor,

10
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IV.

and current status of the contract, 1s contained in Schedules T-8 through T-

8B, attached to an exhibit to Mr. Garrett’s testimony.

COSTS INCURRED IN 2006 AND 2007 FOR CR3 UPRATE

PROJECT

Has the Company incurred costs for the CR3 Uprate Project?

Yes, PEF has incurred costs related to all three phases of the CR3 Uprate
Project. The total capital expenditures, for both years 2006 and 2007,
gross of joint owner billing and exclusive of carrying cost, were $38.5

million.

Please generally describe these costs.

As part of the MUR phase, which PEF completed during the 2007
refueling outage, PEF incurred $8.7 million in costs related to the
installation of improved instruments to allow more accurate measurement
of inputs to the secondary heat balance. These costs were reasonable and
prudent and include engineering and licensing support, project
management, the improved instruments, and installation of those
instruments. PEF entered into contracts with NuFlo Technologies Sales
Co., AREVA NP, Thermal Engineering International, and Atlantic Group

for these services and products.

11
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PEF also incurred $32.1 million in reasonable and prudent costs
for certain long-lead items associated with the BOP Phase (Phase II) and
with the EPU (Phase III). The remaining two phases for the CR3 Uprate
Project are proceeding in parallel. To maximize efficiencies, work related
to both phases is being simultaneously performed where possible. In
addition, as the studies progress, the Company is evaluating whether
certain equipment can be installed earlier, during the 2009 outage rather
than the 2011 outage. Until those decisions are made, and until the actual
2009 outage and installation are completed, the costs for Phases II and III
will not be separated as between those two phases. These costs, however,
were necessary to accomplish the entire Uprate Project and were prudently
incurred.

PEF entered into contracts with Yuba Heat Transfer Div. and
Siemens for the heat exchangers and turbine/generator retrofits,
respectively. PEF also entered into a contract with AREVA NP for a
detailed technical evaluation to ensure timely completion of the remaining
uprate work. PEF also contracted with AREVA NP for licensing and
analytical support to seck NRC approval for the EPU. In addition, PEF
entered into a contract with the limited partnership of Worley Parsons and
AREVA for the engineering support for the balance of the EPU. Each of
these contracts, along with how those vendors were selected, are explained

in greater detail in Schedules T-7 and T-8.

12
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The specific cost amounts contained in Will Garrett’s testimony
and exhibits reflect the reasonably and prudently incurred costs which are

described above for the CR3 Uprate project work in 2006 and 2007.

Does this conclude your testimony?

Yes, it does.
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IN RE: NUCLEAR COST RECOVERY CLAUSE
BY PROGRESS ENERGY FLORIDA

FPSC DOCKET NO. 080009

SUPPLEMENTAL DIRECT TESTIMONY OF DANIEL L. RODERICK
IN SUPPORT OF 2008 ACTUAL/ESTIMATED COSTS
AND 2009 PROJECTED COSTS
I. INTRODUCTION AND SCOPE OF TESTIMONY

Please state your name.

My name is Daniel L. Roderick.

Did you file Direct Testimony on May 1, 2008 in this docket?
Yes, I filed testimony in support of PEF’s actual/estimated and projected

costs for the CR3 Uprate 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 actual/estimated and projected costs. I will also
provide testimony regarding PEF’s project management policies and
procedures that are designed to manage project costs and maintain the

project schedule and explain why they are reasonable and prudent.
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II.

PRUDENCE OF ACTUAL 2008 COSTS INCURRED FOR CR3

UPRATE PROJECT

Has the Company incurred construction costs for the CR3 Uprate
Project?

Yes, as shown on line 45 of Schedule AE-6, the total capital expenditures,
for January to March 2008, gross of joint owner billing and exclusive of

carrying cost, were $9.0 million.

What does this $9.0 million figure include?

Using the terminology of the Nuclear Filing Requirements (“NFRs™), PEF
incurred Project Management costs of $1 million and Power Block
Engineering, Procurement, etc. (i.e., related construction cost items) costs

of $7.9 million that total $9.0 million.

Please describe the total Project Management costs incurred and
explain why the Company incurred them.

These costs include the following Project Management activities: (1)
project administration, including project instructions, staffing, roles and
responsibilities, and interface with accounting, finance, and senior
management; (2) contract administration, including status and review of
project requisitions, purchase orders, and invoices, contract compliance,

and contract expense reviews; (3) project controls, including schedule
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maintenance and milestones, cost estimation, tracking and reporting, risk
management, and work scope control; (4) project management, including
project plans, project governance and oversight, task plans, task
monitoring plans, lessons learned, and task item completions; (5) project
training, including the uprate project training program, training of
personnel in accordance with the training program, and maintaining
training records; and (6) CR3 Uprate licensing work.

Each activity was conducted under the Company’s project
management and cost control policies and procedures that I describe in my
testimony below. Such costs are necessary to ensure that the scope of
work is adequate to achieve the uprate project objectives, that the
engineering and construction labor, material, and equipment, provided by
PEF or outside vendors for the project, 1s available when needed at a
reasonable cost, and that the project schedule can be maintained.

The current schedule calls for the CR3 Uprate to be completed
during the 2009 and 2011 CR3 refueling outages. Through the Project
Management activities that I have identified, the Company is on-schedule
to perform the CR3 Uprate project work as planned. These necessary CR3

Uprate project costs are reasonable and prudent.

Please describe the total costs incurred for the Power Block
Engineering, Procurement and related construction cost items and

explain why the Company needed to incur them.
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These costs include (1) the purchase of improved instruments for more
accurate measurements, (2) contract labor for the engineering and
installation of these instruments, and (3) engineering and analytical
support work for Balance of Plant (*“BOP”) and Extended Power Uprate
(“EPU™) work. These costs were necessary to achieve the power uprate
objectives of the CR3 Uprate project. Each of these costs directly

contributes labor or material to the performance of the power uprate,

which will increase the generation of electrical power using nuclear fuel at

CR3, resulting in substantial fuel savings for our customers. As a result,

these are reasonable and prudent costs.

2008 ACTUAL/ESTIMATED AND 2009 PROJECTED PERIODS

Does the Company plan to incur costs for the CR3 Uprate Project
during the remainder of 2008?

Yes, PEF must incur costs to maintain the schedule for the CR3 Uprate
project and to procure material and equipment and perform engineering
and analytical support work to accomplish the power uprate work during

the 2009 and 2011 CR3 refueling outages.

What types of costs does PEF project to incur for the CR3 Uprate

project during the remainder of 2008 and 2009?
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As reflected in Schedule AE-6 of Ms. Cross® Exhibit LC-2, the total 2008
actual/estimated costs are broken down into two categories: Project
Management cost of $9.4 million and Power Block Engineering,
Procurement, and related construction costs of $58.2 million.

As reflected in Schedule P-6 of Ms. Cross’ Exhibit LC-1, the 2009
projected costs are broken down into two categories: Project Management
costs of $21.6 million and Power Block Engineering, Procurement, and

related construction costs of $85.5 million.

What Project Management work will be done in 2008 and 2009 and
why does the Company need to incur the cost of that work?

In 2008 and 2009, Project Management costs will include: (1) project
administration, including project instructions, staffing, roles and
responsibilities, and interface with accounting, finance, and senior
management; (2) contract administration, including status and review of
project requisitions, purchase orders, and invoices, contract compliance,
and contract expense reviews; (3) project controls, including schedule
maintenance and milestones, cost estimation, tracking and reporting, risk
management, and work scope control; (4) project management, including
project plans, project governance and oversight, task plans, task
monitoring plans, lessons learned, and task item completions; (5) project

training, including the uprate project training program, training of
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personnel in accordance with the training program, and maintaining
training records; and (6) CR3 Uprate licensing work.

Each activity was conducted under the Company’s project
management and cost control policies and procedures that I describe in my
testimony below. Such costs are necessary to ensure that the scope of
work is adequate to achieve the uprate project objectives, that the
engineering and construction labor, material, and equipment, provided by
PEF or outside vendors for the project, is available when needed at a
reasonable cost, and that the project schedule can be maintained.

The Company reasonably projected its Project Management costs for
the remainder of 2008 and 2009 by using the Company’s staffing plan
associated with the Uprate Project management staff and an approximate

three percent internal labor escalation.

What Power Block Engineering, Procurement, and related
construction work will be done in 2008 and 2009 and why does the
Company need to incur the cost of that work?

These projected costs include purchase of materials for the moisture
separator reheaters (“MSRs”), purchase of generator and exciter
components, and work done by Siemens on the wheel disc machining and
generator rotor winding, completion of inner casing fabrication, purchase
and shipping of the low pressure turbines, progress payments for the

delivery of the MSR vessels to CR3, and the mobilization of equipment
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and labor by Siemens in preparation for the installation work to be done
during the 2009 scheduled refueling outage.

These costs are necessary to achieve the power uprate objectives of the
CR3 Uprate project. Each of these costs directly contributes labor or
material to the performance of the power uprate, which will increase the
generation of electrical power using nuclear fuel at CR3, resulting in
substantial fuel savings for our customers. As a result, these are
reasonable and prudent costs.

PEF projected its 2008 and 2009 Power Block Engineering,
Procurement, and related construction item costs using actual contract
figures and project schedule milestones. For example, to maintain the
schedule for the planned outage in 2009, PEF must order and make
payments on certain equipment during a particular timeframe. These
payment amounts and the times for payment are set forth in various
contracts, and these payments are used for the projections. PEF has,
therefore, developed its construction cost estimates using the best
available information because the parameters of our cost estimates,
material and labor pricing, whether fixed or firm with industry recognized
escalations, and the schedule for payments, has been established by
contract. The 2008 and 2009 Power Block Engineering, Procurement, and

related construction item cost projections are, therefore, reasonable.
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Are there any other costs included in the Company’s projections for
2009 for the CR3 Uprate project?
Yes, PEF projects that it will incur approximately $12 million, gross of
joint owner billing and exclusive of carrying costs, to address the Point of
Discharge (“POD”) issue. PEF has commissioned a study to determine
the solution(s) necessary to address the temperature and flow of the water
in the discharge canal. The water in the discharge canal is affected not
only by CR3 but also by Crystal River Units 1 and 2. This study will also
identify the respective impacts of CR3 to the discharge canal, so that the
appropriate costs of the solution(s) can be properly allocated to the CR3
Uprate project.

The study is in two phases, the first of which has been completed.
The phase 1 study reviewed various options available to mitigate the
increased heat load in the discharge canal. The recommendation from
phase 1 was that additional cooling towers and a recirculation line
connecting the discharge canal to the intake canal be added. The second
phase could also be described as a conceptual design phase, and it is not
yet complete. The phase 2 study currently in progress will resolve some
open engineering issues identified during phase 1 and establish the design
requirements needed to construct the new towers and recirculation line.
Phase 2 1s currently scheduled to be completed by the end of 2008.

The Company does have confidence in the overall costs and, in

particular, those for the anticipated expenditures for 2009. Further, while
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IV.

the final allocation has not been determined, PEF remains confident that
continued use of 42 percent of the overall costs of the POD solution(s)
should be allocated to the CR3 Uprate project. This projection is based on
the incremental heat load that is attributable to the CR3 uprate that the
cooling towers need to dissipate. The POD costs are part of both the
Project Management and Power Block Engineering, Procurement, and

related construction cost categories on Line 39 and Line 43 of Schedule P-

6 of Exhibit LC-1.

TRUE UP TO ORIGINAL COST FILING FOR 2008

Has the Company filed schedules to provide information truing up the
original estimates to the actual costs incurred?

Yes, these schedules are provided as an Exhibit to Ms. Cross’ testimony.

What is the current total project estimate, compared to the original
estimate?

As reflected on Schedule TOR-7, the total current project estimate,
exclusive of AFUDC and including fully loaded costs, is $364 million.
The original estimate provided in the need determination proceeding was
$381 million, which did not reflect the full “Financial View™ or fully
loaded costs but instead reflected the estimated direct costs. The original

estimate inclusive of the indirect costs is $439 million as presented in
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Scheduled TOR-7. As | explained above, we now have contracts in place
for the CR3 Uprate project work, and our current cost estimates are based
on these contract costs and estimates of supporting project management
and other work by PEF. The current total project estimate is, therefore,
based on the best available information at the time of this filing.

The cost estimates for the CR3 Uprate project, when compared on
the same cost basis, have changed. One reason is that the installation costs
for the work already completed were larger than originally projected. This
is consistent with the Company’s overall experience with recent
construction labor and engineering cost increases. Similarly, the costs of
material have increased since the initial estimate was prepared consistent
with material cost increases in the utility industry and in the construction
industry as a whole. At this time, however, the current estimate reflects
costs under contracts that are in place, which was not the case when the
initial cost estimate was prepared. The Company, therefore, believes the
current estimate reasonably reflects the cost of the Uprate project based on
costs that are better defined under circumstances where the Company is
closer to completing the project and simply has better cost information
under its contracts for its projections.

Another change to the estimate is the elimination of the
transmission costs that were included in the original estimate. The
Company completed its transmission study related to the CR3 Uprate

project after its initial cost estimate was prepared. As a result of that
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study, the Company determined that no additional transmission upgrades

and related costs were necessary as a result of the CR3 Uprate.

PROJECT MANAGEMENT AND COST CONTROL OVERSIGHT

Has the Company implemented project management and cost control
oversight mechanisms for the CR3 Uprate project?
Yes. The Company is utilizing several policies and procedures to ensure
that the costs for the CR3 Uprate project are reasonably and prudently
incurred and that the project remains on schedule. The CR3 Uprate
project is being undertaken by the Company consistent with its Project
Management Manual, which has been in place at the Company and used to
manage capital projects since early in this decade. A copy of the
Company’s Project Management Manual has been provided in discovery.
Additionally, the CR3 Uprate project is a major capital project for the
Company. As such, the uprate project must comply with the Company’s
policies and procedures in its Major Capital Projects — Integrated Project
Plan that was issued in January 2008. A copy of the Integrated Project
Plan for Major Capital Projects has also been provided in discovery.

The CR3 Uprate project was also approved in accordance with the
Company’s Project Evaluation and Authorization Process. This
evaluation and project authorization process has been in place at the

Company for many years. Finally, the CR3 Uprate project is subject to
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the Progress Energy Project Governance Policy, which also has been in
place for many years. Both the Project Evaluation and Authorization
Process and the Project Governance Policy have been provided in

discovery too.

Can you describe some of the project management and cost control
policies or procedures in the Company’s project management
documents that are being used to manage the CR3 Uprate project and
control project costs?

Yes. PEF has several control mechanisms in place to manage the CR3
Uprate project and the costs incurred on the project. By utilizing these
policies, PEF is able to effectively keep the CR3 Uprate project on
schedule and ensure that costs incurred are reasonable and prudent.

For example, the CR3 Uprate project management team conducts a
wide variety of regular, internal meetings. These regular meetings allow
the project management team to monitor the progress of the project, its
costs, and to incorporate the collective knowledge and experience of the
team in addressing the scope of the work, the cost of the work,
engineering and construction implementation of the work items, and
schedule performance. During these meetings PEF’s project management
team reviews team member roles and responsibilities, tasks are identified,
and the necessary steps to implement the tasks, including incorporating

lessons learned, are planned. Any staffing issues are discussed and
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addressed. Procurement under contracts, through the status of
requisitions, purchase orders, and invoices for necessary engineering and
material, is addressed as well as the status of administration of the
contracts with outside vendors. Project training updates are provided.
The status of work on the uprate licensing is regularly discussed. Risk
management is discussed and addressed. Finally, project management
expectations are communicated and implemented by the CR3 Uprate
project management team.

PEF’s CR3 Uprate project managers also meet regularly with
outside contract vendors working on the project to review the contract
scope of work, engineering and construction implementation of that work
scope, and the schedule for the work under the vendor contracts. Project
requisitions, purchase orders, and invoices are discussed. Project
management expectations are communicated to the outside vendors. By
maintaining supervision over the project, the project schedule, and the
work performed by outside vendors, PEF is able to anticipate and manage
scope changes, if any, and project expenditures.

There are other regular project reviews too. CR3 Uprate project
managers prepare Project Cost Reports that include all contract, labor,
equipment, material and other project cost transactions recorded to the
CR3 Uprate project. Monthly Department Cost Reports reflecting
department capital expenditures for the CR3 Uprate project are also

prepared by the department managers and/or financial analysts. These
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reports are regularly reviewed by the CR3 Uprate project management
team.

PEF also has monthly PEF Finance Committee meetings, in which
management reviews the CR3 Uprate project costs. Prior to these
meetings, responsible operations managers and Finance Management for
the organization review various monthly cost and variance analysis reports
for the capital budget. Variances from total budget or projections are
reviewed, discrepancies are identified and corrections made as needed.
The specific reports used are the Cost Management Reports produced by
PEF Accounting. All cost reporting for the CR3 Uprate project is tied
back to the Cost Management Reports which are tied back to the Legal
Entity Financial Statements. In addition to the monthly Finance
Committee meetings, senior management will periodically review the CR3

Uprate project to monitor its cost and ensure that it is on schedule.

Are employees involved in the CR3 Uprate Project trained in the
Company’s project management and cost control policies and
procedures?

Yes, they are. PEF’s project management team for the CR3 Uprate project
has been trained in these Company policies. There are in fact formal
Project Manager qualification requirements for projects of various size as
well as for other roles within the Project Team (Designated

Representative, Field Lead, etc.). Also, members of the CR3 Uprate
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project management team have experience implementing these project
management and cost control policies and procedures successfully on
other Progress Energy projects. And, members of the Project Team also
have been hired from other organizations which brings a rich mixture of

experience to bear on the project’s demands.

How has this experience helped the Company’s employees with the
project management of the CR3 Uprate project?

PEF incorporated lessons learned from its experience with the uprates at
other Progress Energy nuclear plants. Having been through those uprates,
the Company has valuable experience that the Company can rely on in the
course of this uprate project. The Company’s prior experience adds value
to all aspects of this uprate project, including staffing, vendor
relationships, scheduling, and cost management. Additionally, although
the entire CR3 uprate project cannot be compared to any of these other
uprates, particular portions of the projects can be compared. By making
such comparisons, PEF is able to ensure that the costs for these particular
parts of the project are reasonably consistent with each other. This
provides greater assurance that the CR3 Uprate project costs are

reasonable and prudent.
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You mentioned outside vendors on the CR3 Uprate project. How does
the Company ensure that its selection and management of outside
vendors is reasonable and prudent?

First, a requisition is created in the Passport Contracts module for the
purchase of services. The requisition is reviewed by the appropriate
Contract Specialist in Corporate Services, or field personnel on the CR3
Uprate project, to ensure sufficient data has been provided to process the
contract requisition. The Contract Specialist prepares the appropriate
contract document from pre-approved contract templates in accordance
with the requirements stated on the contract requisition.

The contract requisition then goes through the bidding or
finalization process. Once the contract is ready to be executed, it is
approved online by the appropriate levels of the approval matrix as per the
Approval Level Policy and a contract is created. Contract invoices are
received by the CR3 Uprate project managers. The invoices are validated
by the project managers and Payment Authorizations approving payment
of the contract invoices are entered and approved in the Contracts module
of the Passport system.

When selecting vendors for the CR3 Uprate project, as I indicated,
PEF utilizes bidding procedures through a Request for Proposal (“RFP”)
when it can for the particular services or material needed to ensure that the
chosen vendors provide the best value for PEF’s customers. When a RFP

cannot be used, PEF ensures that the contracts with the sole source
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vendors contain reasonable and prudent contract terms with adequate
pricing provisions (including fixed price and/or firm price, escalated
according to indexes, where possible). When deciding to use a sole source
vendor, PEF provides sole source justifications for not doing an RFP for
the particular work.

In some instances where a sole source vendor must be used, for
example, the vendor selected has particular experience with the plant or
the work required, thus making it advantageous for that vendor to
accomplish the work. This occurred, for example, with PEF’s decision to
contract with AREVA for certain work on the CR3 Uprate. AREVA
purchased Babcock & Wilcox (“B&W™). The CR3 plant has a B&W
designed reactor. By buying B&W, AREVA now owns the proprietary
analysis and detailed information on how the reactor works. Further, they
have partnered with Worley Parsons which was previously the primary
Architect/Engineer firm responsible for the CR3 design. This obviously
provides AREVA with a distinct advantage over any other vendor and
reduces cost and potential schedule impacts from adding an additional
vendor interface.

In other instances where a sole source vendor is selected, the
vendor has a fleet contract (which was secured through an RFP prior to the
CR3 project) in which it provides service for other Progress Energy

nuclear plants. Because of this working relationship, and the vendor’s
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ongoing knowledge of and experience with Progress Energy’s nuclear

plants, it is reasonable for PEF to continue working with these vendors.

Does the Company verify that the Company’s project management
and cost control policies and procedures are followed?

Yes, it does. PEF uses internal audits to verify that its program
management and oversight control are being implemented and are
effective in practice. On December 28, 2007, an audit was completed
regarding the effectiveness of project management and cost management
for the CR3 Uprate project. This confidential audit report, and the
associated workpapers, was provided in discovery. Other internal audits
of the project and cost management on the CR3 Uprate project are
scheduled for 2008 through 2010. These audits were listed on Attachment
B to the Company’s response to a Commission audit request.
Additionally, the Company’s project management policies themselves,
produced in discovery and included in the Company project management
documents that [ have described above, contain their own mechanisms to

ensure that they are followed and effectively implemented.

Are the Company’s project management and cost control policies and
procedures on the CR3 Uprate project reasonable and prudent?
Yes, they are. These project management policies and procedures reflect

the collective experience and knowledge of the Company. As a result,
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Company employees have, in preparing the policies and procedures
reflected in the Company’s major capital project management documents
that I have identified above, incorporated their experience and knowledge
of project management policies and procedures that work within the
Company and within the industry. These policies and procedures have
also been tested by the Company on other capital projects. Any lessons
learned from those projects have been incorporated in the current policies
and procedures. We believe, therefore, that our project management
policies and procedures are consistent with best practices for capital

project management in the industry.

Does this conclude your testimony?

Yes, it does.
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IN RE: NUCLEAR COST RECOVERY CLAUSE
BY PROGRESS ENERGY FLORIDA

FPSC DOCKET NO. 080009

REBUTTAL TESTIMONY OF DANIEL L. RODERICK

I. INTRODUCTION AND SCOPE OF TESTIMONY

Please state your name.

My name is Daniel L. Roderick.

Did you file Direct Testimony on February 29, 2008 and May 1, 2008
in this docket, as well as Supplemental Direct Testimony on July 1,
2008?

Yes, I filed direct and supplemental direct testimony in support of PEF’s

actual/estimated and projected costs for the Crystal River 3 (“CR3”)

Uprate project.

Have you reviewed the intervenor testimony of William R. Jacobs, Jr.,
filed on behalf of the Office of Public Counsel (“OPC”)?
Yes, I have read Mr. Jacobs’ testimony, specifically as it pertains to PEF’s

request for cost recovery under the nuclear cost recovery clause.

What is the purpose of your rebuttal testimony?
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The purpose of my rebuttal testimony 1s to respond to Mr. Jacobs’
apparent assertion that the Commission should require PEF to conduct an
analysis to ensure that any costs associated with the license renewal for
CR3 have not been included as part of the Company’s request for cost
recovery for the CR3 Uprate project. Mr. Jacobs’ apparently suggests that
this analysis should be a condition to PEF’s recovery of its CR3 Uprate
project carrying costs through the Capacity Cost Recovery Clause (CCRC)
under the Nuclear Power Plant Cost Recovery rule, despite the fact that
PEF has already performed such an analysis. I will also address how the
Company conducted this analysis and determined whether a particular
project should be included in the CR3 Uprate project or whether it was a

maintenance item under base rates.

Does Mr. Jacobs contend that PEF’s CR3 Uprate project costs are

unreasonable or imprudent?

No, he does not. Mr. Jacobs apparently agrees with PEF that its CR3
Uprate project actual costs are prudent and its CR3 Uprate project

projected costs are reasonable.

Does Mr. Jacobs present any evidence that PEF is seeking to recover
carrying costs on CR3 Uprate project costs that are actually needed

for the CR3 license renewal and not the CR3 Uprate project?
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No, he does not. Mr. Jacobs, on pages 9-10 of his testimony, merely
provides hypothetical examples of what might happen if a utility were
required to make some changes to its nuclear plant for license renewal that
were also needed for an uprate at the plant. In fact, Mr. Jacobs
specifically references PEF’s steam generator replacement as an example
of something he assumes is necessary for the extension of CR3’s operating
life in its license renewal application to the Nuclear Regulatory
Commission (NRC) (page 10). However, Mr. Jacobs admits, as he must,
that “PEF has not requested that the cost of the steam generator
replacement project be recovered via the Nuclear Plant Cost Recovery

mechanism.” (page 10)

Do you agree with Mr. Jacobs’ assumption that the steam generators
are being replaced so that the CR3 license will be extended?

No, I do not. Apart from the fact that Mr. Jacobs admits that PEF has not
requested that the cost of the steam generator replacement project be
recovered via the Nuclear Plant Cost Recovery mechanism, the
Company’s decision to replace the steam generators is not related to its
license renewal application. The steam generators are being replaced
because the tubing material used has exhibited over time a tendency
toward corrosion and cracking phenomena that will require an increase in
refueling interval inspections, time required for these inspections, potential

power reductions in operation, and potential repairs. To avoid these future
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costs and to ensure that CR3 will continue to operate without significant

power reductions, Progress Energy decided to replace the steam generators

at CR3.

Did OPC ask the Company in discovery for any analysis of the capital
requirements for the CR3 Uprate project and the CR3 license
renewal?

No, we did not receive any discovery asking for this information despite
receiving and responding to dozens of interrogatories and producing
thousands of pages of documents in response tQ document requests since
the Company filed its petition and testimony in this docket on February
29, 2008. 1 was also deposed by OPC on July 1, 2008 and Mr. Jacobs was
present at my deposition. I was not asked in that deposition if the
Company’s license renewal application for CR3 requires the replacement
of equipment that is also being replaced in the CR3 Uprate project. Had
OPC asked for any of this information, Mr. Jacobs would have known that
none of the relevant capital costs for the CR3 Uprate project are necessary
for the license renewal for CR3 and he could have avoided filing

testimony with respect to PEF.

Are any of the capital costs for the CR3 Uprate project for which PEF
is requesting cost recovery in this proceeding necessary for the license

renewal for CR3?
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No. No CR3 Uprate project capital costs are necessary for the license
renewal. The capital cost items identified in the Company’s filings in this
proceeding are associated entirely with the CR3 Uprate project. The
license renewal application process was initiated before the CR3 Uprate

project and is entirely separate from the CR3 Uprate project.

Has the Company conducted any analysis to determine if any capital
modifications and costs are necessary to obtain a renewed license
from the NRC?

Yes. For approximately three years, PEF has been working on obtaining a
renewed license for CR3 from the NRC. As part of that process, PEF has
conducted an aging analysis of the various components of CR3. In this
analysis, PEF reviewed each piece of equipment within the scope of
License Renewal to determine whether it would be able to continue safe
operation for an additional twenty years or whether it was necessary to

replace it as a condition for receiving a renewed license.

What were the results of this analysis?

PEF did not identify any piece of equipment that will need to be replaced
in order to obtain the license renewal from the NRC. PEF expects to
submit its application to the NRC in January 2009 and, in its application,
PEF does not expect to make any recommendations for any necessary

equipment replacements.
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The Company regularly conducts maintenance of plant equipment.
Has PEF included any of these maintenance costs into the uprate
project costs?

Absolutely not. PEF has diligently evaluated the uprate project costs to
only include those costs for which the uprate has a significant impact on
the particular piece of equipment. This issue has arisen several times
throughout the planning for the scope of the uprate project, and each time
the Company has analyzed the particular cost on a case-by-case basis to
determine whether it should fairly be included as an uprate cost.

For example, the control complex chiller is nearing the end of its
expected life. Having a new chiller may be beneficial to the uprate
project. However, because the CR3 Uprate project is not directly
dependent on the chiller being replaced, and because the uprate does not
have a significant impact on the performance of the chillers, the Company
opted to replace the chiller as part of routine, base rate maintenance.

Another example involves th¢ replacement of feedwater heat
exchangers. Due to flow accelerated corrosion (FAC), the walls of the
various vessels, pipes and tubes in the nuclear plant can become thin and
therefore more prone to fail. PEF must carefully monitor wall thinning to
identify components or sections of pipes that need replacement. The
uprate will increase the flow rate and temperature. Both these changes

result in the walls of the tubes becoming thinner more quickly than if the
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uprate was not completed. Although PEF could have included the
replacement of all components that are somewhat impacted by the uprate,
PEF opted to not replace them as part of the uprate because the uprate only
incidentally affects their performance. Thus those components will be

monitored and replaced as needed as part of normal plant maintenance.

How did PEF make the decision whether to include a particular
equipment upgrade or replacement in the uprate project?

PEF continually analyzed whether a particular equipment modification or
replacement should be included in the scope of the uprate project as it
planned the project scope. These issues regularly arose, and we resolved
them by continually interfacing with plant personnel and management
during project meetings. We consciously went through the exercise of
determining what was part of the uprate project in the engineering and
planning for the project. We used our engineering judgment and our
extensive, specialized knowledge of the plant materials and equipment, to
decide what plant components would be impacted by the uprate and, thus,
should properly be included in the uprate project. We have carefully

separated the uprate project scope from maintenance items at the CR3

plant.

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

REVISED DIRECT TESTIMONY OF DANIEL L. RODERICK
IN SUPPORT OF ACTUAL/ESTIMATED AND PROJECTED COSTS
I. INTRODUCTION AND QUALIFICATIONS
Q. Please state your name and business address.
A. My name is Daniel L. Roderick. My business address is Crystal River
Energy Complex, Site Administration 2C, 15760 West Power Line Street,

Crystal River, Florida 34428.

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

I am employed by Progress Energy Florida (“PEF” or the “Company”) in
the capacity of Vice President — Nuclear Projects & Construction. As
Vice President — Nuclear Projects & Construction, I am responsible for the
management and oversight of all large, capital nuclear projects for the
Company. These include the Crystal River Unit 3 (“CR3”) power uprate
project, the CR3 steam generator replacement project scheduled for 2009,
and the development, siting, engineering, and construction of two new
nuclear generating facilities at the Company’s Levy County site. Prior to

assuming my current position, I served as the CR3 Director of Site

130115204
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Operations. In that capacity, I was responsible for the safe, efficient, and
reliable generation of electricity from the Company’s CR3 nuclear plant.
All plant functions, including the Plant General Manager, Engineering
Manager, Training Manager, and Licensing, reported to me and were

under my supervision.

Please summarize your educational background and work experience.

I have a Bachelor of Science and Master of Science degree in Industrial
Engineering from the University of Arkansas and have completed the
NRC program for a Senior Reactor Operator License. [ have been at CR3
since 1996, serving in my current position as Vice President Nuclear
Projects and Construction and, prior to that position, Director of Site
Operations, Plant General Manager, Engineering Manager, and Outage
Manager, respectively. Prior to my employment with the Company, I was
employed for twelve years with Entergy Corporation at its Arkansas
Nuclear One plant in Russellville, Arkansas with responsibilities in Plant

Operations and Engineering.

II. PURPOSE AND SUMMARY OF TESTIMONY
What is the purpose of your direct testimony?
The purpose of my direct testimony is td support the Company’s request
for cost recovery pursuant to the nuclear cost recovery rule for certain

costs incurred, from March 12, 2008 to March 31, 2008, for the
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construction of the Company’s proposed Levy Nuclear Power Plants. My
testimony will also support the Company’s projected costs for April 1,
2008 through December 31, 2009. Finally, my testimony explains why
the Levy Nuclear Project is feasible, pursuant to Rule 25-6.0423(5)(c)5,

F.A.C.

Do you have any exhibits to your testimony?

No, I am not sponsoring any exhibits. I am, however, sponsoring portions
of Schedules AE-7 through AE-8B of the Nuclear Filing Requirements
(“NFRs”), which are included as part of the exhibits to Lori Cross’
testimony. Specifically, I will support all of Schedule AE-7, which is a
description of the nuclear technology selected for 2008. I am sponsoring
those portions, not related to transmission, of Schedule AE-8, which is a
list of the contracts executed in excess of $1.0 million for 2008.
Accordingly, I sponsor pages 1 through 4 and 7 through 10 of Schedule
AE-8A, which reflects details pertaining to the contracts executed in
excess of $1.0 million.

I am also sponsoring Schedules P-7, P-8, and P-8A, which provide
similar details for technology selected and contracts as the AE schedules
do.

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

accurate.
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Please summarize your testimony.

The Company incurred preconstruction costs from March 12, 2008 to
March 31, 2008 to continue its evaluation of an advanced reactor
technology for its Levy Nuclear Project, and to begin preparation of the
Combined Operating License Application (“COLA”). PEF needed to
enter into these contracts and incur costs during this time period to
maintain the licensing and construction schedule to successfully bring
Levy Unit 1 into commercial service in 2016. As demonstrated in my
testimony and the NFR schedules attached to Ms. Cross’ testimony, PEF
took adequate steps to ensure these preconstruction costs were reasonable
and prudent. PEF negotiated favorable contract terms under the then-
current market conditions and circumstances.

For all the reasons provided in my testimony and in the NFR
schedules, the Commission should approve PEF’s costs incurred from
March 12, 2008 to March 31, 2008 as reasonable and prudent pursuant to
the nuclear cost recovery rule.

The Company is also presenting projected costs for April 1, 2008
through December 31, 2009. These estimates are based on the best
currently-available information. These planned expenditures are
necessary to keep the Levy Nuclear Project on schedule to meet the

planned in-service date, and they should be approved as reasonable.
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2008 FOR LEVY NUCLEAR PLANT

Has PEF incurred any costs from March 12, 2008 to March 31, 2008
for its Levy Nuclear Project?

Yes, PEF incurred preconstruction costs associated with its continued
evaluation of the reactor technology for its Levy Nuclear Project and the
negotiation of the contract for the engineering, design, and construction of
all facilities necessary to place this reactor technology in commercial
operation at the Levy site. PEF also incurred costs for the process of
obtaining a COLA for the project. 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.

Turning first to the costs incurred related to the choice of the
advanced nuclear reactor technology, what technology was chosen
and how did PEF make this choice?

The Company has initially chosen the Westinghouse AP-1000 as the
advanced reactor technology for the Levy Nuclear plants. To make this
decision, the Company’s Nuclear Plant Development Group (“NPD”)
performed a methodical, detailed quantitative and qualitative evaluation of
commercially available advanced reactor technologies. NPD issued

Request for Proposals (“RFPs”) to the three vendors that had advanced
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reactor designs: General Electric (“GE”); Westinghouse; and Areva, for
the GE Economic Simplified Boiling Water Reactor (“ESBWR?”), the
Westinghouse AP-1000 advanced passive pressurized water reactor, and
the Areva European Pressurized Reactor (“EPR”), respectively. NPD
completed a thorough and extensive evaluation of the vendor proposal
responses associated with technical and operational requirements for
licensing, design, construction, and capability input by the vendors.
Following nearly a year of detailed evaluation, NPD initially selected the

Westinghouse AP-1000 design as the best advanced technology for PEF.

Following the initial selection of the AP-1000 technology, did PEF
continue to evaluate this and other advanced reactor technologies?
Yes. Since the preliminary selection of the Westinghouse AP-1000 design
in January 2006, NPD continued to monitor industry changes, advanced
reactor technology developments, and other information that might affect
PEF’s technology selection, or the assumptions NPD used in its initial
analysis. In January 2007, NPD updated its January 17, 2006 technology
evaluation. Among other things, NPD included a review of the GE
Advanced Boiling Water Reactor (“ABWR”), a 1,350 MW plant similar to
existing boiling water reactor technology. NPD chose to analyze the GE
ABWR because two U.S. utilities announced their intent to construct the

ABWR following NPD’s initial technology evaluation. In addition, NPD
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requested all vendors to provided updated pricing information to the extent

available,

What did your updated analysis show?

Following the same evaluation criteria as our initial analysis, NPD’s
updated evaluation confirmed the initial recommendation to utilize the
Westinghouse AP-1000 design. This technology is further described in

Schedule AE-7, attached as part of the exhibit to Lori Cross’ testimony.

Please describe any agreements that PEF has entered into regarding
the potential design and construction of the Levy project.
PEF has executed a Letter of Intent (“LOI”) with Westinghouse Electric

Corporation and Shaw Stone & Webster which, among other things,

The details of

these Work Authorizations are provided in Schedule AE-8, lines 1 through
4 and lines 7 through 10, and Schedule AE-8A, pages 1 through 4 and 7
through 10, attached as an exhibit to Ms. Cross’ testimony. As described

above, the Company first analyzed which advanced reactor design would
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be the best option for its Levy Nuclear Project. That analysis included a
comprehensive RFP process for the technologies. Once that detailed
evaluation was completed, and the Company selected the AP-1000 for
further evaluation and possible construction, then the Company naturally
commenced more detailed negotiations with the Consortium that owned
that nuclear reactor design. Because the Consortium is the only vendor
offering the chosen AP-1000 technology, the Company obviously cannot
engage in another RFP process for the contracts for the engineering,
procurement, and construction of the Westinghouse AP-1000 nuclear
power plants. PEF negotiated and obtained as favorable contract terms as
the market conditions have allowed. The contract terms, as well as the

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

Why has PEF executed these contracts and incurred costs when the
final EPC contract has not even been executed?

It 1s customary with a project of this size for companies to expend money
even during the negotiation process. For example, in order for
Westinghouse and Shaw Stone & Webster to develop the site specific cost
estimates for the Levy units, they had to perform detailed analyses and
studies specific to the site. Factors such as soil suitability, geographic
proximity to roads for delivery of supplies, and labor costs in the area,
among other things, all impact the cost of building a nuclear plant in a

particular Jocation. If PEF did not execute these contracts, Westinghouse
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and Shaw Stone & Webster would not have undertaken the cost to develop

these estimates.
Likewise, |
I 5 cxccuted the LOI with the Consortium.

This LOIL, among other things, authorizes the Consortium to order long

lead time equipmen.

Has the Company incurred any other costs for the Levy Nuclear
Project?

Yes, PEF has incurred costs for the development of a COLA for the Levy
Nuclear Project. These costs were incurred pursuant to a contract
executed with the Joint Venture team of Sargent & Lundy, CH2M Hill,
and Worley Parson. This vendor was chosen as a result of an RFP, in
which six vendors were solicited and provided bids. After consideration
of a number of factors, including cost, experience, technical expertise, and
ability to timely complete the COLA, PEF awarded the contract to the

Joint Venture team.
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The costs incurred under the Sargent & Lundy, CH2M Hill, and
Worley Parson contract are reasonable and prudent, given the nature and
circumstances of the transaction. The remainder of the contract
provisions are also reasonable and prudent. Further details of this contract
are contained in Schedule AE-8 and AE-8A, attached as an exhibit to Ms.

Cross’ testimony.

To summarize, were all the costs that the Company incurred from
March 12, 2008 through March 31, 2008 for the Levy Nuclear Project
reasonable and prudent?

Yes, the specific cost amounts contained in the schedules, which are
attached as exhibits to Ms. Cross’ testimony, reflect the reasonably and
prudently incurred costs which are described above for the Levy Nuclear

Project work from March 12, 2008 to March 31, 2008.

ESTIMATES AND PROJECTIONS FOR COSTS TO BE

INCURRED FOR THE REMAINDER OF 2008 AND 2009

Does the Company plan to incur costs for the Levy Nuclear Project

during the remainder of 2008 and 2009?

Yes, PEF must incur costs to maintain the schedule for the expected

commercial in-service dates of the units.

10
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What major costs does PEF estimate incurring for the remainder of
2008?
As reflected in Schedule AE-6, PEF estimates preconstruction costs of

$198.7 million and construction costs of $5.5 million for 200S|i}

What major costs does PEF project it will incur during 2009?

As reflected in Schedule P-6, PEF projects it will incur $86.0 million gross
of joint owner and exclusive of AFUDC in preconstruction generation
costs and $425.6 million gross of joint owner and exclusive of AFUDC in
construction generation costs. The Company will incur costs to support
the license application and the clearing, grading, and excavation of the

Levy site.

How were these projected costs prepared?
PEF developed these estimates on a reasonable engineering basis, using
the best available information. In some instances, PEF utilized actual

information received from third parties with which it is negotiating, while
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in other instances, the contracts have already been executed. In addition,
PEF developed these projected costs based on the detailed project
schedules which set forth the necessary milestones to maintain the
expected in-service date. Of course, we are still in the process of
negotiating an Engineering, Procurement, and Construction (“EPC”)
contract with the Consortium, which, depending on the ultimate terms and
conditions of that agreement (and possibly others), could affect the project
cost estimate. Based on what we know now, however, the estimated and
projected 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)(c)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?

On April 8, 2008, PEF prepared a revision to its Business Analysis
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 funding requirements. The BAP contains a

recommendation that the Company authorize the updated COLA funding

12
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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 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.

Does this conclude your testimony?

Yes, it does.

13
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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 DANIEL L. RODERICK
IN SUPPORT OF SITE SELECTION COSTS

I. INTRODUCTION AND QUALIFICATIONS

Q. Please state your name and business address.
A. My name is Daniel L. Roderick. My business address is Crystal River

Energy Complex, Site Administration 2C, 15760 West Power Line Street,

Crystal River, Florida 34428.

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

A. [ am employed by Progress Energy Florida (“PEF” or the “Company”) in the

capacity of Vice President — Nuclear Projects & Construction. As Vice President

— Nuclear Projects & Construction, I am responsible for the management and

oversight of all large, capital nuclear projects for the Company. These include the

Crystal River Unit 3 (“CR3”) power uprate project, the CR3 steam generator

replacement project scheduled for 2009, and the development, siting, engineering,

and construction of two new nuclear generating facilities at the Company’s Levy
County site. Prior to assuming my current position, I served as the CR3 Director

of Site Operations. In that capacity, [ was responsible for the safe, efficient, and

131597711
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reliable generation of electricity from the Company’s CR3 nuclear plant. All
plant functions, including the Plant General Manager, Engineering Manager,

Training Manager, and Licensing, reported to me and were under my supervision.

Q. Please summarize your educational background and work experience.

A. I have a Bachelor of Science and Master of Science degree in Industrial
Engineering from the University of Arkansas and have completed the
NRC program for a Senior Reactor Operator License. I have been at CR3
since 1996, serving in my current position as Vice President Nuclear
Projects and Construction and, prior to that position, Director of Site
Operations, Plant General Manager, Engineering Manager, and Outage
Manager, respectively. Prior to my employment with the Company, [ was
employed for twelve years with Entergy Corporation at its Arkansas

Nuclear One plant in Russellville, Arkansas with responsibilities in Plant

Operations and Engineering.

II. PURPOSE AND SUMMARY OF TESTIMONY
Q. 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 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.

131597711
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Q. Do you have any exhibits to your testimony?

A. No, I am not sponsoring any exhibits. I am, however, sponsoring portions
of Schedules SS-7 through SS-8B of the Nuclear Filing Requirements (“NFRs”),
which are included as part of the exhibits to Lori Cross’ testimony. Specifically, |
will support all of Schedule SS-7, which is a description of the nuclear technology
selected. I am sponsoring those portions, not related to transmission, of Schedule
SS-8, which is a list of the contracts executed in excess of $1.0 million.
Accordingly, I sponsor all but pages 5 and 6 of Schedule SS-8A, which reflects
details pertaining to the contracts executed in excess of $1.0 million. I am also
sponsoring those portions, not related to transmission, of Schedule SS-8B, which
is a list of the contracts executed in excess of $200,000. Mr. Dale Oliver will
sponsor those portions of the site selection NFRs related to transmission.

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 select an advanced reactor technology
for its Levy Nuclear Project, to select a site for the new nuclear units, and
to begin preparation of the Combined Operating License Application
(“COLA”). PEF needed to enter into these contracts and incur costs

during this time period to maintain the licensing and construction schedule

13159771.1
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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 actual/estimated 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.

For all the reasons provided in these testimonies and in the NFR
schedules, the Commission should approve PEF’s site selection costs
incurred prior to March 11, 2008 as reasonable and prudent pursuant to the

nuclear cost recovery rule.

II1. SITE SELECTION COSTS INCURRED PRIOR TO

MARCH 11, 2008 FOR LEVY NUCLEAR PLANT

Q. Did PEF incur any costs prior to March 11, 2008 for its Levy Nuclear
Project?
A. Yes, PEF incurred site selection costs associated with its continued

evaluation of the reactor technology for its Levy Nuclear Project and the negotiation
of the contract for the engineering, design, and construction of all facilities necessary
to place this reactor technology in commercial operation at the Levy site. In addition,
PEF incurred costs for the selection of the Levy site as the preferred site for the

development of nuclear generation. PEF also incurred costs for the process of

13159771.1
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obtaining a COLA for the project. 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?
A. Yes, simultaneous with the filing of this testimony, I have filed testimony

in support of the Company’s actual/estimated 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 technology chosen
and the development of the COLA. The Company incurred the same categories
of costs, in 2007 and 2008, prior to the Company filing the petition need
determination on March 11, 2008. The Company incurred $29.6 million in site
selection costs for these categories. Thus, for the reasons stated in my testimony
in support of the actual/estimated and projected costs, the Company’s site
selection costs, related to the choice of technology and the COLA preparation, for

2006, 2007 and 2008 are reasonable and prudent.

Q. Does your simultaneously-filed testimony also provide details regarding the
executed contracts for the choice of technology and the COLA preparation?

A. Yes, in my testimony supporting the Company’s actual/estimated and
projected costs, I describe the Westinghouse and Shaw Stone & Webster contracts, as
well as the COLA contract with the Joint Venture team of Sargent & Lundy, CH2M

Hill, and Worley Parson. Details regarding these contracts are also provided in

13159771.1
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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.

Q. What did the Company incur, for 2006, 2007, and 2008, in site
selection costs to select the reactor technology, select the Levy site,

and for the COLA preparation?

A. The Company incurred $2.8 million in site selection costs for these

categories in 2006, $20.5 million in 2007, and $8.3 million for 2008. These costs
also include costs related to engineering assistance in determining whether the
Levy site could support the development of nuclear generation. The Company
had to incur these costs to ensure that the commercial in-service date will be met.

These site selection costs are reasonable and prudent.

Q. How did the Company choose the Levy site as the preferred site to

develop nuclear generation?

A. The Company completed a detailed site selection study, which resulted in

the selection of the Levy site. This study was produced in response to Staff’s
Fourth Request for Production of Documents in Docket Number 080148, PEF’s
need determination proceeding. It contains bates ranges PEF-LNN-002576

through PEF-LLNN-2830.

131597711
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Q. To summarize, were all the site selection costs that the Company

incurred prior to filing its need petition on March 11, 2008 for the Levy Nuclear

Project reasonable and prudent?

A. Yes, the specific cost amounts contained in the schedules, which are
attached as exhibits to Ms. Cross’ testimony, reflect the reasonably and
prudently incurred costs which are described above for the Levy Nuclear

Project work prior to March 11, 2008.

Q. Does this conclude your testimony?

A. Yes, it does.

131597711
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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

SUPPLEMENTAL DIRECT TESTIMONY OF DANIEL L. RODERICK

135021992

IN SUPPORT OF SITE SELECTION COSTS,
ACTUAL/ESTIMATED AND PROJECTED COSTS

I. INTRODUCTION AND SCOPE OF TESTIMONY

Please state your name.

My name is Daniel L. Roderick.

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

nuclear generation portions of the Levy new 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. Rather than filing two sets of supplemental testimonies, this one
testimony will supplement both of my testimonies filed May 1. Because

my May 1 actual/estimated and projected testimony provided information
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regarding the Company’s nuclear generation contracts, I will not be
including information as to the contracts in this testimony. I will also
provide supplemental testimony regarding PEF’s reasonable and prudent
project management policies and procedures, designed to manage nuclear

generation project costs and maintain the project schedule.

I1. SITE SELECTION COSTS INCURRED PRIOR TO

MARCH 11, 2008 FOR LEVY NUCLEAR PLANT

Has the Company incurred nuclear generation-related site selection
costs for the Levy Nuclear Plant?

Yes, PEF incurred site selection costs for generation, reflected in the
NFR’s, for 2006, 2007, and 2008. As reflected in Schedule SS-6 of Ms.
Cross’ Exhibits LC-3, LC-4 and LC-5, PEF incurred $2.8 million in 2006,
$20.5 million in 2007 and $8.3 million in 2008 in License Application

costs.

For the License Application costs you identified, please describe what
these costs are and explain why the Company had to incur them.
These costs include detailed on-site characterization for
geotechnical/geological and environmental analysis. These analyses were
necessary to support the Company’s submission of the combined

operating license application ("COLA™) to the Nuclear Regulatory
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Commission (“NRC”) and the site certification application (“SCA™) to the
Florida Department of Environmental Protection (“DEP”). To support
these applications, the Company must demonstrate that the Levy site has
certain geotechnical features that will support nuclear generation. PEF
therefore conducted detailed, comprehensive on-site testing and
evaluations of the property consistent with industry and NRC regulatory
guidance and regulations. The detailed analyses included months of on-
site geotechnical analysis that included more than 80 borings, geophysical
logging, and detailed examination of soil/rock core samples. In addition,
other costs for License Application included the completion of other
detailed assessments of the site, including environmental assessments,
such as for threatened and endangered species, and archeological/cultural
resources.

These License Application costs were incurred 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 submitted the SCA to DEP on
June 2, 2008, and it plans to submit the COLA to the NRC by the end of
the year. The Company had to incur these costs at this time to ensure that
these applications were completed timely and the schedule maintained so
that the construction activities can begin in time to meet the expected

commercial in-service dates for Levy Units 1 and 2.

GENERATION PRE-CONSTRUCTION ACTIVITIES
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What costs has PEF included in this filing for nuclear generation pre-
construction costs?

PEF has 2008 actual/estimated and 2009 projected Pre-Construction costs for
generation for the Levy Nuclear Plant. Schedule AE-6 of Exhibit LC-1 shows
generation pre-construction costs for 2008 actual/estimates in the following
categories: License Application development costs of $29.2 million;
Engineering, Design & Procurement costs (which are confidential); and On-
Site Construction Facilities costs of $3.8 million. Schedule P-6 of Exhibit L.C-
2 breaks down the 2009 projected generation pre-construction costs into the
following categories: License Application costs of $20.4 million; Engineering,
Design & Procurement costs of $16.4 million; Clearing, Grading and

Excavation costs of $47.2 million; and On-Site Construction Facilities costs of

$2.0 million.

Please describe what the License Application costs are, and why the
Company has to incur them.

These costs include the NRC and DEP fees that accompany the Company’s
COLA and SCA filings. Also included in this category are the costs needed to
prepare the application submittals themselves and legal support costs. Each
application involves thousands of pages of documents and detailed information
regarding various aspects of the project. After the submittal of these
applications, the Company will incur costs to constantly monitor and support

the technical review of these applications by the regulatory agencies. In
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addition, PEF is considering stationing an employee near the NRC to provide
constant oversight of the Company’s COLA as it works its way through the
regulatory process. The regulatory process is a fluid and interactive one, in
which the Company will be expected to work with the NRC and DEP to
provide additional information and perform analyses.

These License Application costs are necessary to ensure the timely
submittal and approval of the Company’s COLA and SCA filings. PEF expects
the DEP approval process to take approximately 12-15 months and the NRC
license approval process to take approximately 42 months. Obtaining key
regulatory approvals on a timely basis will be critical to maintaining the
construction schedule, meeting budgets, and moving forward with the project to
meet the expected commercial in-service dates for the Levy units.

PEF developed these preconstruction License Application cost estimates
on a reasonable engineering basis, using the best available information,
consistent with utility industry and PEF practice. PEF included the estimated
application/review fees for the COLA and SCA that it anticipates incurring
upon/following submittal. For the costs associated with the COLA review,
PEF also used the terms of its COLA contract to estimate the costs it will incur
for the technical support necessary for the NRC review. In addition, PEF based
its projections on known project milestones necessary to obtain the requisite
NRC and DEP licenses. Because PEF is using actual or expected contract
costs, its own experience and relevant utility industry insight, PEF’s cost

estimates for the preconstruction License Application work are reasonable.

262



10

11

12

13

14

15

16

17

18

19

20

21

22

23

13502199.2

Please describe what the Engineering, Design & Procurement costs are,
and explain why the Company has to incur them.

These costs include the engineering and design associated with the site layout,
power blocks, and non-power block support facilities. Also included are
payments which will be made pursuant to a Letter of Intent (“L.OI”) with the
reactor vendor, Westinghouse and its joint venture partner Shaw Stone &
Webster (collectively referred to as the “Consortium™). Under the terms of the
LOI, PEF must make payments so that the Consortium can order certain long-
lead equipment (such as large vessel forgings) necessary for the Levy project.

PEF must incur these Engineering, Design & Procurements costs to
support the timely submission of the COLA and SCA applications and the
planned in-service dates. In addition, the costs are necessary to ensure that,
while PEF continues to negotiate the Engineering, Procurement & Construction
(“EPC™) contract with the Consortium, the project can continue to stay on
schedule and the required equipment can be timely ordered. These projected
costs are needed so that the planned in-service dates for Levy Units 1 and 2 are
met.

PEF developed these preconstruction Engineering, Design & Procurement
cost estimates on a reasonable engineering basis, using the best available
information, consistent with utility industry and PEF practice. To develop the
costs, PEF utilized actual cost information from the LOI it signed with the

Consortium. PEF developed the other projected costs based on the detailed
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project schedules which set forth the necessary milestones to maintain the
expected in-service date. Because PEF is using actual or expected contract
costs, its own experience and utility industry practice, PEF’s cost estimates for
the preconstruction Engineering, Design & Procurement work are reasonable.
PEF notes, however, that it is currently negotiating with the Consortium to
execute the EPC contract. Because these cost estimates were developed based
upon the cost and project schedule information that was available from the
negotiations at the time PEF made these estimates, these estimates will likely

change once the Company finalizes and executes the EPC contract.

Please describe what the Clearing, Grading & Excavation costs are, and
explain why the Company has to incur them.

These costs include technical planning and execution of grubbing, clearing,
grading, excavation, backfill, onsite disposal, drainage and erosion control at
the Levy site. PEF has also included costs for the construction of parking lots,
lay-down areas, and construction access roads into and at the site.

PEF has to incur these Clearing, Grading & Excavation costs to ensure
that the site will be prepared for the start of construction once the regulatory
approvals are obtained. The site land must be prepared for the actual
construction of the nuclear plants. In addition, the site must be equipped with
proper facilities to support construction once it begins. These costs must be

incurred during this time period so that the expected commercial in-service date

of Levy 1 can be met.
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PEF developed these preconstruction Clearing, Grading & Excavation cost
estimates on a reasonable engineering basts, using the best available
information, consistent with utility industry and PEF practice. Based on PEF’s
experience with other construction projects, which involve similar types of
activities that are necessary before construction can commence, PEF developed
reasonable estimates for the Clearing, Grading & Excavation costs for the Levy
project. These cost projections also use the preliminary generation construction
project schedules to determine when the Clearing, Grading & Excavation work
will be done to achieve the necessary project milestones to maintain the
expected in-service dates for the Levy Units. Because PEF is using its own
experience and utility industry practice, PEF’s cost estimates for the
preconstruction Clearing, Grading & Excavation work are reasonable. PEF
notes, however, that it is currently negotiating with the Consortium to execute
the EPC contract. Because these cost estimates were developed based upon the
cost and project schedule information that was available from the negotiations
at the time PEF made these estimates, these estimates will likely change once

the Company finalizes and executes the EPC contract.

Please describe what the On-Site Construction Facilities costs are, and
explain why the Company has to incur them.
These costs include the installation of warehouses necessary during

construction, including an electrical shop, carpenter shops, and the like. In
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addition, the costs to develop and install temporary construction power and
lighting are included in this category.

PEF must incur these On-Site Construction Facilities costs to ensure that
the site will be prepared for the start of construction once the regulatory
approvals are obtained. The site must be equipped with proper facilities to
support construction once it begins. These costs must be incurred during this
time period so that the expected commercial in-service date of Levy 1 and Levy
2 can be met.

PEF developed these preconstruction On-Site Construction Facilities cost
estimates on a reasonable engineering basis, using the best available
information, consistent with utility industry and PEF practice. Based on PEF’s
experience with other construction projects, which involve similar types of
activities that are necessary before construction can commence, PEF developed
reasonable estimates for the On-Site Construction Facilities costs for the Levy
project. These cost projections also use the preliminary generation construction
project schedules to determine when the On-Site Construction Facilities work
will be done to achieve the necessary project milestones to maintain the
expected in-service dates for the Levy Units. Because PEF is using its own
experience and utility industry practice, PEF’s cost estimates for the
preconstruction On-Site Construction Facilities work are reasonable. PEF
notes, however, that it is currently negotiating with the Consortium to execute
the EPC contract. Because these cost estimates were developed based upon the

cost and project schedule information that was available from the negotiations
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at the time PEF made these estimates, these estimates will likely change once

the Company finalizes and executes the EPC contract.

IV. GENERATION CONSTRUCTION ACTIVITIES
What costs has PEF included in this filing for generation construction
costs?
PEF has 2008 actual/estimated and 2009 projected Construction costs for
nuclear generation for the Levy Nuclear Plant. Schedule AE-6 of Exhibit LC-1
shows generation construction costs for 2008 actual/estimates in the following
categories: Real Estate Acquisition costs of $5.0 million and Permanent
Staft/Training costs of $0.6 million. Schedule P-6 of Exhibit LC-2 breaks
down the 2009 projected generation construction costs into the following
categories: Permanent Staff/Training costs of $1.8 million; Site Preparation
costs of $14.2 million; On-Site Construction Facilities costs of $1.0 million;
Power Block Engineering and Procurement costs (which are confidential); and

Non-Power Block Engineering and Procurement costs of $56.8 million.

Please describe what the Real Estate Acquisitions costs are, and explain
why the Company has to incur them.

These costs primarily include payments associated with right-of-way
acquisition for a rail spur line to the nearest active railroad. PEF needs to incur
these Real Estate Acquisition costs so that the site will have access to a railroad

for the delivery of construction supplies, during construction, and eventually

I
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fuel and other supplies, once the units go on-line. PEF also needs access to and
ownership of this right of way so that it can obtain the necessary regulatory
approvals to begin construction of the rail spur. These costs are necessary to
meet the expected commercial in-service date of 2016 for Levy Unit 1 and
2017 for Levy Unit 2.

PEF developed these construction Real Estate Acquisition cost estimates
on a reasonable engineering basis, using the best available information,
consistent with utility industry and PEF practice. These cost projections were
based on actual contracts executed with the sellers of other property in the area
of the right of way to be acquired. Because PEF is using actual or expected
comparable contract costs, PEF’s cost estimates for the construction Real

Estate Acquisition work are reasonable

Please describe what the Permanent Staff/Training costs are, and explain
why the Company has to incur them.

These costs include obtaining and training qualified staff to operate and work at
Levy Units 1 and 2 by the date on which the nuclear fuel is loaded. Pursuant to
NRC regulations, before the fuel can be loaded into the reactor, the Company
must be able to prove that a certain number of NRC-licensed staff are available
and capable of operating the nuclear plant. Every nuclear plant is different, and
operators must be trained to operate a specific nuclear reactor. The required

training is significant and takes up to 18 to 24 months to complete. Given the
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increase in planned nuclear plants around the country, PEF must act quickly to
attract these highly qualified staff members.

These Permanent Staff/Training costs are necessary to ensure that the
required staff will be trained and ready when the fuel is loaded into the reactor.
PEF needs highly skilled staft to operate the Levy units, and this training takes
months to complete. These costs include the development of the training
program. Without an adequate number of trained and licensed staff, the
Company will not be able to load the nuclear fuel and the project will
necessarily be delayed. These costs are thus necessary to meet the expected
commercial in-service date of 2016 for Levy Unit 1.

PEF developed these Permanent Staff/Training construction cost estimates
on a reasonable engineering basis, using the best available information,
consistent with utility industry and PEF practice. These cost projections use
the preliminary construction project schedules to determine when the
Permanent Staff/Training work will be done to achieve the necessary project
milestones to maintain the expected in-service dates for the Levy Units. PEF
was also able to use the knowledge gained from operating and training
operators for its Crystal River 3 (“CR3”) nuclear unit to develop these cost
estimates. Because PEF is using its own experience and utility industry
practice, PEF’s cost estimates for the construction Permanent Staff/Training

work are reasonable.
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Please describe what the Site Preparation costs are, and explain why the
Company has to incur them.

These costs include the engineering, design, and planning of site preparations

to support fabrication and construction. Specifically, the Company must
perform remedial work of the geotechnical substrate to facilitate construction of
the nuclear plant foundation. These Site Preparation costs are necessary to
support the timely construction of Levy Units 1 and 2. If this site preparation
work is not done during the 2009 time period, the project schedule will not be
maintained. These costs are thus necessary to meet the expected commercial
in-service date of 2016 for Levy Unit 1 and 2017 for Levy Unit 2.

PEF developed these Site Preparation construction cost estimates on a
reasonable engineering basis, using the best available information, consistent
with utility industry and PEF practice. These cost projections use the
preliminary construction project schedules to determine when the Site
Preparation work will be done to achieve the necessary project milestones to
maintain the expected in-service dates for the Levy Units. Based on PEF’s
experience with other construction projects, PEF developed reasonable
estimates for the Levy project. Because PEF is using its own experience and
utility industry practice, PEF’s cost estimates for the construction Site
Preparation work are reasonable. PEF notes, however, that it is currently
negotiating with the Consortium to execute the EPC contract. Because these
cost estimates were developed based upon the cost and project schedule

information that was available from the negotiations at the time PEF made
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these estimates, these estimates will likely change once the Company finalizes

and executes the EPC contract.

Please describe what the On-Site Construction Facilities costs are, and
explain why the Company has to incur them.

These costs include the design and installation of warehouses and other
permanent construction support facilities necessary during construction,
including an electrical shop, carpenter shops, and the like. In addition, the
costs to develop and install permanent construction power and lighting are

included in this category.

PEF must incur these On-Site Construction Facilities to ensure that the site
will be prepared for the start of construction once the regulatory approvals are
obtained. The site must be equipped with proper facilities to support
construction once it begins. These costs must be incurred during this time
period so that the expected commercial in-service date of Levy Units 1 and 2
can be met.

PEF developed these construction On-Site Construction Facilities cost
estimates on a reasonable engineering basis, using the best available
information, consistent with utility industry and PEF practice. Based on PEF’s
experience with other construction projects, PEF developed reasonable
estimates for the On-Site Construction Facilities costs for the Levy project.
These cost projections also use the preliminary generation construction project

schedules to determine when the On-Site Construction Facilities work will be
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done to achieve the necessary project milestones to maintain the expected in-
service dates for the Levy Units. Because PEF is using its own experience and
utility industry practice, PEF’s cost estimates for the construction On-Site
Construction Facilities work are reasonable. PEF notes, however, that it is
currently negotiating with the Consortium to execute the EPC contract.
Because these cost estimates were developed based upon the cost and project
schedule information that was available from the negotiations at the time PEF
made these estimates, these estimates will likely change once the Company

finalizes and executes the EPC contract.

Please describe what the Power Block Engineering, Procurement, etc. costs
are, and explain why the Company has to incur them.

These costs include the initial fabrication/construction of the nuclear power
block, including major equipment/components such as the reactor vessel, steam
generators, pressurizer, containment vessel, and the like. These costs include
work to be performed under the EPC contract, which is currently being
negotiated with the Consortium.

The Power Block Engineering, Procurement, etc. costs are necessary to
ensure that the engineering and planning for the actual construction of the
nuclear units can timely commence pursuant to the project schedule. These
costs are also necessary to ensure PEF’s place in line in front of other utilities
wanting to build nuclear. This project schedule must be maintained for timely

commercial in-service date ot 2016 for Levy Unit 1 and 2017 for Levy Unit 2.
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PEF developed these projected Power Block Engineering, Procurement,
etc. costs based on the detailed project schedules which set forth the necessary
milestones to maintain the expected in-service date. PEF also developed the
costs using the detailed library of pricing information obtained from the
Consortium in the course of its negotiation for the EPC contract. These cost
projections also use the preliminary generation construction project schedules
to determine when the Power Block Engineering, Procurement, etc. work will
be done to achieve the necessary project milestones to maintain the expected
in-service dates for the Levy Units. Because PEF is using actual or expected
contract costs, PEF’s cost estimates for the preconstruction Power Block
Engineering, Procurement, etc. work are reasonable. PEF notes, however, that
it is currently negotiating with the Consortium to execute the EPC contract.
Because these cost estimates were developed based upon the cost and project
schedule information that was available from the negotiations at the time PEF
made these estimates, these estimates will likely change once the Company

finalizes and executes the EPC contract.

Please describe what the Non-Power Block Engineering, Procurement, etc.
costs are, and explain why the Company has to incur them.

These costs include the construction of site permanent structures and associated
facilities outside the power block that support the AP1000 power blocks,
including: (1) structural; (2) electrical; (3) mechanical, (4) civil; and (5)

security items. Examples of such structures include the cooling tower make-up
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intake structure, administration building, training center, security towers,
transmission switchyard, roads, railroad, and barge facility.

The Non-Power Block Engineering, Procurement, etc. costs are necessary
to ensure that support buildings needed to support the nuclear units can timely
commence pursuant to the project schedule. For example, the training center
must be fully operational by the time nuclear construction commences, to allow
adequate time for the rigorous training of control room operators that the NRC
requires. The costs are thus necessary to maintain the project schedule for
timely commercial in-service date of 2016 for Levy Unit 1 and 2017 for Levy
Unit 2.

PEF developed these Non-Power Block Engineering, Procurement, etc.
construction cost estimates on a reasonable engineering basis, using the best
available information, consistent with utility industry and PEF practice. PEF
used historical Company or utility industry experience to determine what Non-
Power Block Engineering, Procurement, etc. construction costs are necessary
and to estimate them. Based on PEF’s experience with other construction
projects, PEF developed reasonable estimates for the Non-Power Block
Engineering, Procurement, etc. costs for the Levy project. These cost
projections also use the preliminary generation construction project schedules
to determine when the Non-Power Block Engineering, Procurement, etc. work
will be done to achieve the necessary project milestones to maintain the
expected in-service dates for the Levy Units. Because PEF is using its own

experience and utility industry practice, PEF’s cost estimates for the
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construction Non-Power Block Engineering, Procurement, etc. work are
reasonable. PEF notes, however, that it is currently negotiating with the
Consortium to execute the EPC contract. Because these cost estimates were
developed based upon the cost and project schedule information that was
available from the negotiations at the time PEF made these estimates, these

estimates will likely change once the Company finalizes and executes the EPC

contract.

PROJECT MANAGEMENT AND COST CONTROL OVERSIGHT
Has the Company implemented project management and cost control
oversight mechanisms for the Levy project?

Yes. The Company is utilizing several policies and procedures to ensure
that the costs for the Levy project are reasonably and prudently incurred
and that the project remains on schedule. The Levy project is being
undertaken by the Company consistent with its Project Management
Manual, which has been in place at the Company and used to manage
capital projects since early in this decade. A copy of the Company’s
Project Management Manual has been provided in discovery.

The Levy project was approved in accordance with the Company’s
Project Evaluation and Authorization Process. This evaluation and project
authorization process has been in place at the Company for many years.
Finally, the Levy project is subject to the Progress Energy Project

Governance Policy, which also has been in place for many years. Both the
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Project Evaluation and Authorization Process and the Project Governance

Policy have been provided in discovery too.

Can you describe some of the project management and cost control
policies or procedures in the Company’s project management
documents that are being used to manage the Levy project and
control project costs?

Yes. PEF has several control mechanisms in place to manage the Levy
project and the costs incurred on the project. By utilizing these policies,
PEF is able to effectively keep the Levy project on schedule and ensure
that costs incurred are reasonable and prudent.

For example, the Levy project management team has regular,
internal meetings. These regular meetings allow the project management
team to monitor the progress of the project, its costs, and to incorporate
the collective knowledge and experience of the team in addressing the
scope of the work, the cost of the work, engineering and construction
implementation of the work items, and schedule performance. During
these meetings PEF’s project management team reviews team member

roles and responsibilities, tasks are identified, and the necessary steps to

implement the tasks, including incorporating lessons learned, are planned.

Any staffing issues are discussed and addressed. Procurement under
contracts, through the status of requisitions, purchase orders, and invoices

for necessary engineering and material, is addressed as well as the status
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of administration of the contracts with outside vendors. Project training
updates are provided. The status of work on the COLA and SCA
applications is discussed. Risk management is discussed and addressed.
Finally, project management expectations are communicated and
implemented by the Levy project management team.

PEF’s Levy project managers also meet regularly with outside
contract vendors working on the project to review the contract scope of
work, engineering and construction implementation of that work scope,
and the schedule for the work under the vendor contracts. Project
requisitions, purchase orders, and invoices are discussed. Project
management expectations are communicated to the outside vendors. By
maintaining supervision over the project, the project schedule, and the
work performed by outside vendors, PEF is able to anticipate and manage
scope changes, if any, and project expenditures.

There are other regular project reviews too. Levy project
managers prepare monthly Cost Management Reports that include all
contract, labor, equipment, material and other project cost transactions
recorded to the Levy project. Financials included in the report include
comparison of actual costs to budget, with explanations for any variances.
These reports are regularly reviewed by the Levy project management
team.

PEF also has monthly PEF Finance Committee meetings, in which

management reviews the Levy project costs. Prior to these meetings.
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responsible operations managers and Finance Management for the
organization review various monthly cost and variance analysis reports for
the capital budget. Variances from total budget or projections are
reviewed, discrepancies are identified and corrections made as needed.
The specific reports used are the Cost Management Reports produced by
PEF Accounting. All cost reporting for the Levy project is tied back to the
Cost Management Reports which are tied back to the Legal Entity
Financial Statements. In addition to the monthly Finance Committee
meetings, senior management will periodically review the Levy project to
monitor its cost and ensure that it is on schedule. For the Levy project,
there are also monthly meetings with senior management to discuss the
status of the on-going EPC contract negotiations.

Additionally, the Company has developed the Levy Integrated
Nuclear Committee (“LINC™), which is comprised of PEF leaders with
organizational accountability for areas that support the Levy nuclear
project. The group helps coordinate activities that cross multiple
organizational areas because of the integrated nature of the Levy project.
LINC schedules meetings at least monthly to review project activities,
evaluate business conditions, address emerging issues, and discuss agenda
items. LINC is intended to serve as the single point for management

oversight of all phases of the project.
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Has the Company developed a separate organization to specifically
oversee and manage the Levy project?

Yes, the Company formed the Nuclear Project & Construction (NPC)
department, which is made up of highly skilled project management
personnel] from inside and outside the nuclear industry. Since the project
will be built under a combined operating and construction license,
stringent nuclear standards will be in place throughout construction. If
and when the need determination is approved, the department will add
several sections to address these Levy responsibilities. The Nuclear Plant
Development (NPD) section is responsible for the NRC and State
licensing activities and site engineering. The Operational readiness
section 1s responsible to develop the operating plant staff, procedures,
training programs, and community emergency preparedness. The
Construction section is responsible for the construction activities of the
EPC contract and of any self-built structures the Company will build. The
Quality section will ensure that all standards are met by contractors and
staff in accordance with NRC rules. The Project Controls section is
responsible for cost transparency, performance monitoring, scheduling,
estimating, risk analysis, and cost engineering functions. The Project
Support section is responsible to audit the supply chain activities, contract
claims resolution, site licensing activities, contractor training and

qualification, in-processing, and security.
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Are employees involved in the Levy Project trained in the Company’s
project management and cost control policies and procedures?

Yes, they are. PEF’s project management team for the Levy project has
been trained in these Company policies. Our employees with
responsibilities for managing capital projects receive training on the
Company’s project management and cost control policies and procedures.
Also, when we decide to commence a major capital project like the Levy
project additional training is provided or available as a reminder of the
Company’s policies and procedures. This training was provided to the
members of the Levy project management team. Also, members of the
Levy project management team have experience implementing these
project management and cost control policies and procedures successfully

on other Progress Energy projects.

You mentioned outside vendors on the Levy project. How does the
Company ensure that its selection and management of outside

vendors is reasonable and prudent?

First, a requisition is created in the Passport Contracts module for the
purchase of services. The requisition is reviewed by the appropriate
Contract Specialist in Corporate Services, or field personnel on the Levy
project, to ensure sufficient data has been provided to process the contract

requisition. The Contract Specialist prepares the appropriate contract
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document from pre-approved contract templates in accordance with the
requirements stated on the contract requisition.

The contract requisition then goes through the bidding or
finalization process. Once the contract is ready to be executed, it is
approved online by the appropriate levels of the approval matrix as per the
Approval Level Policy and a contract is created. Contract invoices are
received by the Levy project managers. The invoices are validated by the
project managers and Payment Authorizations approving payment of the
contract invoices are entered and approved in the Contracts module of the
Passport system.

When selecting vendors for the Levy project, as I indicated, PEF
utilizes bidding procedures through a Request for Proposal (“RFP”’) when
it can for the particular services or material needed to ensure that the
chosen vendors provide the best value for PEF’s customers. When an
RFP cannot be used, PEF ensures that the contracts with the sole source
vendors contain reasonable and prudent contract terms with adequate
pricing provisions (including fixed price and/or firm price, escalated
according to indexes, where possible). When deciding to use a sole source
vendor, PEF provides sole source justifications for not doing an RFP for
the particular work.

In those instances where a sole source vendor must be used, there
is a justification for choosing that vendor which makes it advantageous for

that vendor to accomplish the work. This occurred, for example, with
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PEF’s decision to negotiate for the EPC contract with the Consortium.
PEF selected the AP 1000 as its nuclear reactor technology after
completing a thorough and extensive evaluation of vendor proposal
responses received from three potential vendors. The factors evaluated
included technical and operational requirements for licensing, design,
construction, and capability input by the vendors. After the technology
vendor, Westinghouse and Shaw Stone & Webster, was selected pursuant

to this analysis, there was no need to competitively bid.

Does the Company verify that the Company’s project management
and cost control policies and procedures are followed?

Yes, it does. PEF uses internal audits to verify that its program
management and oversight control are in place and being implemented.
Internal audits are conducted of outside vendors. In addition, internal
auditing completed a review of the COLA Licensing process in December
2007 and has audits planned for the Levy project, including project
management, nuclear cost recovery rule compliance, and the data
repository audits. The Company’s project management policies
themselves, produced in discovery and included in the Company project
management documents that I have described above, also contain their

own mechanisms to ensure that they are followed and effectively

implemented.
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Are the Company’s project management and cost control policies and
procedures on the Levy project reasonable and prudent?

Yes, they are. These project management policies and procedures reflect
the collective experience and knowledge of the Company. As a result,
Company employees have, in preparing the policies and procedures
reflected in the Company’s major capital project management documents
that I have identified above, incorporated their experience and knowledge
of project management policies and procedures that work within the
Company and within the industry. These policies and procedures have
also been tested by the Company on other capital projects. Any lessons
learned from those projects have been incorporated in the current policies
and procedures. We believe, therefore, that our project management
policies and procedures are consistent with best practices for capital

project management in the industry.

Does this conclude your testimony?

Yes, it does.
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BY MS. TRIPLETT:

Q. Do you have a summary of your prefiled
testimonies?
A. Yes. I basically have submitted theses

testimonies, and I'm opening myself up for questions.
MS. TRIPLETT: We tender Mr. Roderick for
cross-examination.
MR. BURGESS: No questions.
CHAIRMAN CARTER: Thank you. Mr. Twomey?
MR. TWOMEY: No, sir.
CHAIRMAN CARTER: Mr. McWhirter?
CROSS ~-EXAMINATION
BY MR. McWHIRTER:

Q. Mr. Roderick, do you project your costs
further into the future than 20097

A, Yes. As part of our project management tools
that we have, we looked at total project costs, which
would go the entire life cycle of the project.

Q. Do you project that the costs in your
pass-through will remain fairly static from this time
forward, or will they fall off?

A. Well, you know, the cash flows right now,
until we have all of our contracts in place, we don't
know exactly for sure. I don't see them falling off in

the next several years. I think that with the way the
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construction schedule is to support the 2016 in-service
date for Unit 1 and 2017 for Unit 2, we will see that
number go up over the next several years over what we're
at right now.

Q. It will be 420 million this year, and will it
be an additional 420-plus next year?

A. Yes. I believe when you look at 2009, it will
be very consistent with this year, in that range.

Q. Does that mean that it will be an additional
420, or will it be a repeat on the same number?

A. No, it will be an additional 420.

Q. So this time next year, we'll be looking at
$800 million a year charges to customers based upon the
nuclear program?

A. No. I think what we're saying is, what we're
filing this year is actuals to date. Once actuals are
spent, you know, they're gone, and then a projection for
next year. What we're saying is, after you pay those,
then you still have new costs coming in, and the new
costs coming in are going to be fairly similar in nature
into next year with what the project demands are.

Q. If I understand you correctly, then it looks
like we're going to have a level 420 million in those
numbers every year until after the plant is completed.

A. No, I didn't say that at all. I said what I
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saw between this year, what we're filing, and what we
have projected for next year, that those two numbers are
about the same.

When you get after this and we get in further
in the licensing process -- and realize, we're very
early in this process for the new nuclear plant. We
have, you know, a site certification that we filed that
we talked about. We have the combined operating license
that we have filed, and all the pre-construction costs
with the site itself are all going to start coming into
the project for us to support the 2016 in-service date.

Q. Okay. I guess I'm still not quite
understanding what you're saying. The charge for
customers this year is going to be 420 million including
income tax, ac<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>