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DIRECT TESTIMONY
Oof
WILLIAM R. JACOBS JR., Ph.D.
On Behalf of the Office of Public Counsel
Before the
Florida Public Service Commission

Docket No. 090009-El

1. INTRODUCTION

PLEASE STATE YOUR NAME, TITLE AND BUSINESS ADDRESS.
My name is William R. Jacobs, Jr., Ph.D. [ am a Vice President of GDS Associates,

Inc. My business address is 1850 Parkway Place, Suite 800, Marietta, Georgia,

30067.

DR. JACOBS, PLEASE SUMMARIZE YOUR EDUCATIONAL
BACKGROUND AND EXPERIENCE.

I received a Bachelor of Mechanical Engineering in 1968, a Master of Science in
Nuclear Engineering in 1969 and a Ph.D. in Nuclear Engineering in 1971, all from
the Georgia Institute of Technology. I am a registered professional engineer and a
member of the American Nuclear Society. | have more than thirty years of
experience in the electric power industry including more than twelve years of power
plant construction and start-up experience. I have participated in the construction and
start-up of seven power plants in this country and overseas in management positions
including start-up manager and site manager. As a loaned employee at the Institute of
Nuclear Power Operations (“INPO”), 1 participated 1ré t‘hg"(‘:;orﬁrmgqn Praject
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Evaluation Program, performed operating plant evaluations and assisted in
development of the Outage Management Evaluation Program. Since joining GDS
Associates, Inc. in 1986, I have participated in rate case and litigation support
activities related to power plant construction, operation and decommissioning. 1 have
evaluated nuclear power plant outages at numerous nuclear plants throughout the
United States. 1 am currently on the management committee of Plum Point Unit 1, a
650 MWe coal fired power plant under construction near Osceola, Arkansas. As a
member of the management committee, I assist in providing oversight of the EPC

contractor for this project. My resume is included as Exhibit WRJI(PEF)-1.

WERE YOU ASSISTED BY OTHER GDS PERSONNEL IN THIS EFFORT?

Yes I was. The GDS team involved in the review and evaluation of the requests for
authorization to recover costs consisted of me, Mr. James P. McGaughy, Jr., a former
nuclear utility executive with over 37 years or experience and Mr. Cary Cook, a
Certified Public Account with extensive experience in utility regulation. The resumes

of Mr. McGaughy and Mr. Cook are attached to this testimony.

WHAT IS THE NATURE OF YOUR BUSINESS?

GDS Associates, Inc. (“GDS™) is an engineering and consulting firm with offices in
Marietta, Georgia, Austin, Texas; Corpus Christi, Texas; Manchester, New
Hampshire; Madison, Wisconsin, Manchester, Maine; and Auburn, Alabama. GDS
provides a variety of services 10 the electric utility industry including power supply
planning, generation support services, rates and regulatory consulting, financial
analysis, load forecasting and statistical services. Generation support services
provided by GDS include fossil and nuclear plant monitoring, plant ownership

2
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feasibility studies, plant management audits, production cost modeling and expert
testimony on matters relating to plant management, construction, licensing and

performance issues in technical litigation and regulatory proceedings.

WHOM ARE YOU REPRESENTING IN THIS PROCEEDING?

I am representing the Florida Office of Public Counsel.

WHAT WAS YOUR ASSIGNMENT IN THIS PROCEEDING?

1 was asked to assist the Florida Office of Public Counsel to conduct a review and
evaluation of requests by Progress Energy Florida (PEF) for authority to collect
historical and projected costs associated with extended power uprate (“EPU”) project
being pursued at Crystal River Unit 3, and historical and projected costs associated
with PEF’s Levy County Units 1 and 2 project (“LNP”) through the capacity cost

recovery clause.

II. SUMMARY OF AUTHORIZATION TO COLLECT COSTS

REQUESTS FOR

PLEASE SUMMARIZE PEF’S REQUEST FOR COST RECOVERY IN THIS
DOCKET UNDER THE NUCLEAR COST RECOVERY CLAUSE.

PEF is requesting in its original filing recovery of $446.3 million in 2010. This
includes projected total revenue requirements of $142.2 million for calendar year
2010 and recovery of the actual/estimated under recovery from 2009 of $303.8
million. In addition, PEF has stated its willingness to amortize the year end under-
recovery balance for 2009 over a 5 year period. This would reduce PEF’s revenue

requirements for 2010 from $446.3 million to $236.4 million.
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III. METHODOLOGY

PLEASE DESCRIBE THE METHODOLOGY THAT YOU USED TO
REVIEW AND EVALUATE THE REQUESTS FOR AUTHORIZATION TO
COLLECT COSTS SUBMITTED BY PEF UNDER THE NUCLEAR COST
RECOVERY CLAUSE.

I first reviewed the Company’s filings in this docket and assisted in the issuance of
numerous interrogatories and requests for production of documents. To evaluate the
contracting process employed by the Company, 1 reviewed requests for proposals
issued by the Company, the bid evaluations conducted on proposals received in
response to the requests for proposals and the contracts awarded to the winning
bidders. For single or sole source contracts, I reviewed the single or sole source
justifications to ensure that they met the requirements of the governing company
procedures.

To evaluate the issues related to project schedule and risk management, I reviewed
many internal documents, status reports and correspondence with regulatory
authorities.

Following my review of the documents produced by PEF, 1 assisted Office of Public

Counsel attorneys in deposing PEF witnesses to further explore areas of interest.

HOW DID YOU DETERMINE IF THE COSTS REQUESTED FOR
RECOVERY BY THE COMPANIES WERE PRUDENT AND
REASONABLE?

The Company must employ prudent contracting and project management and risk
management procedures and practices to ensure that the costs are prudently incurred.

The scope of work must be reasonable and the Company must ensure that the costs

4
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are reasonable by means of competitive bidding or other methods such as
comparisons with similar projects for which the cost is known. I also reviewed the
project management procedures and practices that will be used in an effort to

prudently manage the projects as they move into the implementation stage.

In addition to the above reviews, Mr. Cary Cook reviewed the requests to ensure
proper accounting treatment and accurate calculation of the various amounts

requested for recovery by the Company.

PLEASE DESCRIBE YOUR REVIEW OF THE PROJECT MANAGEMENT
PROCEDURES AND PRACTICES UTILIZED BY PEF.

As the projects move into the implementation phase, prudent project management and
risk mitigation will be important to ensure that projects are completed on schedule
and within budget. Project management procedures and practices reviewed include
establishment of project budgets, monitoring of budget variances, corrective actions
for budget variances, establishment of project schedules, and monitoring of project

schedule variances and corrective action for schedule variances.

IV. ISSUES AND CONCERNS

PLEASE DESCRIBE THE ISSUES AND CONCERNS THAT YOU
IDENTIFIED FROM YOUR REVIEW OF PEF’S REQUEST

I have identified issues and concerns in both the LNP and the EPU projects that raise
questions concerning the sufficiency of PEF’s demonstration that its risk-related
decision making was adequate under the circumstances. While the Company has

identified numerous risks with both projects, it is not clear that the Company has met
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its burden to demonstrate that these risks have been adequately considered when

making critical project decistons.

PLEASE DESCRIBE EXAMPLES YOU HAVE IDENTIFIED WHERE PEF
HAS FAILED TO DEMONSTRATE THAT IT HAS APPROPRIATELY
MANAGED RISK RELATED TO THE LEVY NUCLEAR PROJECT.

Examples of where PEF has failed to demonstrate adequate risk management that |
have identified at this time include the signing of the EPC contract with many known
risks and the failure to perform an adequate feasibility analysis as required by Rule
25-6.0423(5)(c)S and (8), F.A.C., which is part of the Nuclear Cost Recovery Rule

(L‘NCRR”).

ENGINEERING, PROCUREMENT AND CONSTRUCTION (EPC)

CONTRACT SIGNING

PLEASE DESCRIBE YOUR CONCERNS WITH THE SIGNING OF THE
EPC CONTRACT.

PEF executed the EPC contract with the consortium of Westinghouse Electric
Company / Shaw, Stone, Webster (WEC/SSW) on December 31, 2008. In the
months immediately preceding the time of EPC contract execution, PEF had
identified many significant risks to the LNP project. Signing such a huge contract
with so many risky issues remaining unresolved or the outcomes not fully understood
can lead to renegotiation that can make the overall project cost more expensive. This
has now happened less than four months after the signing. These unresolved risky

issues include:
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PEF had not received a schedule from the NRC for the NRC’s review and
approval of a requested Limited Work Authorization (LWA). The approval of
the LWA was needed to construct the project on the schedule included in the
EPC contract and upon which the contract pricing was based. This occurred
despite the fact that the NRC had expressed scrious doubt about the schedule
on October 6, 2008. (NRC Letter Brian Anderson to James Scarola dated
October 6, 2008, 09NC-OPCPOD3-64-000011; Exhibit WRI(PEF)-3, Pages
1-10 of 233) Additionally, the NRC’s decision was nearly 2 months past the
expected 30 day traditional milestone letter delivery date. This alone should
have raised concerns.

Although PEF had repeatedly identified that commitments from Joint Owners
were critical to the success of the LNP and had linked their achievement to
execution of the EPC contract, at the time of execution of the EPC contract,
and in fact even today no joint owners were or are committed to the LNP.
High level management reports repeatedly and consistently stated during the
final months of 2008 that “JO work and EPC are closely tied”. (Weekly
reports to LINC of 9/22, 9/29, 10/6, 10/13, 10/22, 10/27, 11/3, 10/10, 10/17,
10/24, 12/01, 12/08, 12/15, 12/22, 12/29, Exhibit WRI(PEF)-3, Pages 11-25
of 233.)

Receipt from the NRC of a Combined License (COL) to support the schedule
was a risk given the status of design certification of the AP 1000 nuclear plant
and the NRC’s indication that it was unlikely that the NRC would be able to
meet PEF’s requested schedule.

Deterioration in the capital markets, broad economic weakness and legislative

uncertainty were also identified by PEF as concerns.
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PLEASE DESCRIBE THE IMPACT OF THE COMPANY’S FAILURE TO
RECEIVE THE LWA ON THE DESIRED SCHEDULE IN MORE DETAIL.
On July 28, 2008 PEF submitted its Combined License Application (COLA) for the
LNP project to the Nuclear Regulatory Commission. In its application, PEF
requested the following schedule for three of the major approvals from the technical
staff review of their COLA:
. Final Environmental Impact Statement (EIS) issued June 2010
° Limited Work Authorization (LWA) issued September 2010
] Combined License (COL) issued January 2012
An October 6, 2008 letter from the NRC accepted the LNP’s COLA for docketing but
identified concerns related to the LNP site. The NRC’s response stated:

Although our acceptance review determined that the LNP

COLA is complete and technically sufficient, the complex

geotechnical characteristics of the Levy County site require

additional information in order to develop a completed and

integrated review schedule.

(NRC Letter Brian Anderson to James Scarola dated October 6, 2008, 09NC-
OPCPOD3-64-000011, Exhibit WRI(PEF)-3, Pages 1-10 of 233)

Concerning the requested schedule, the NRC specifically states:

Because of the complexity of the site characteristics and the

need for additional information, it is unlikely that the LNP

COLA review can be completed in accordance with this

requested {by PEF] timeline
(Explanation added.) (Ibid.)
In this letter, the NRC is clearly informing PEF that it was unlikely that the requested
timeline could be met due to the complex geotechnical characteristics of the LNP site.
It is not reasonable to assume that given the fact that the NRC made an effort to

specifically mention the complexity of the site that it was only suggesting a brief
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delay in the schedule. This is true when contrasted with the extensive effort PEF
made to impress upon senior NRC staff of the need to meet its “aggressive” schedule.
On December 31, 2008, PEF executed the EPC contract, which was based, in part, on
the assumption that the requested LWA would be issued. Three weeks later dﬁring a
January 23, 2009, conference call the NRC informed PEF that the “LWA as requested
and COLA geotechnical scope require the same critical path duration” and “they do
not have the resources to process an LWA.” (Levy COL Schedule Jan 232009 NRC
Telecon Preliminary Analysis, Jan 25, 2009 09NC-OPCPOD3-62-000003, Exhibit
WRI(PEF)-3, Pages 26-33 of 233.) As a result, PEF ultimately withdrew its request
for an LWA in a May 1, 2009 letter where PEF informed the NRC that Company had
decided to no longer pursue an LWA and notified the NRC that they were
withdrawing their request. (PEF letter to NRC NPD-NRC-2009-061 dated May 1,
2009 09NC-OPCPOD3-64-000001. Exhibit WRI(PEF)-3, Pages 34-36 of 233)
Shortly thereafter they precipitously changed the project schedule by 20 to 36 months
only three months after signing the largest contract in the Company’s history and
perhaps even the largest construction contract in Florida history.

On April 30, 2009, four months after contract execution, PEF issued a letter to Dr.
Shawn Hughes, the consortium project director, requesting a partial suspension of
work for the Levy Nuclear Project. (PEF letter from Jeff Lyash to Shawn Hughes
dated April 30, 2009, 09NC-OPCPOD3-60-000089 Exhibit WRI(PEF)-3, Pages 37-
39 of 233.) This placed the company in the posture of renegotiating the EPC contract

from a very weak position.
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HAVE ANY OTHER UTILITY COLA FILINGS FOR A NEW NUCLEAR
PLANT INCLUDED A REQUEST FOR AN LWA IN THEIR COLA
APPLICATION?

No they have not. The most somewhat similar filing is Georgia Power’s request for
an LWA in their Early Site Permit application for Vogtle Units 3 and 4. However,
the Vogtle site is an existing riuclear plant site with well known geology and the
geology at the Vogtle site is much less complex than the geology at the LLNP site. It
really holds little analogous value for the LNP site. PEF effectively had no precedent
upon which ‘to assume that the NRC would not take a conservative position regarding
the review of the requested LWA especially in light of all the factors surrounding the

October 6, 2008 letter.

DID THE PEF CONTRACTOR RESPONSIBLE FOR THE GEOTECHNICAL
INVESTIGATIONS AT THE LEVY SITE HAVE QUALITY ASSURANCE
PROBLEMS?

Yes they did. PEF’s subcontractor, CHZMHILL experienced numerous quality
assurance breakdowns that required PEF to issue a stop work order until the
deficiencies were corrected. In addition, there were other delays in completing the
geotechnical work upon which the LWA and safety-related COLA determinations
were jointly based. Although not known at this time, these quality assurance
concerns and delays possibly could have impacted the NRC staff’s willingness to
accept the data to meet the very aggressive schedule for a unique and complex site. At
a minimum the mere possibility of NRC concems should have alerted PEF to proceed

conservatively in its risk mitigation actions.
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IN YOUR OPINION WAS IT REASONABLE FOR PEF TO HAVE
EXECUTED THE EPC CONTRACT WITHOUT KNOWING THAT THE
NRC WOULD ISSUE THE LWA ON THE REQUESTED TIMELINE GIVEN
THE NRC’S STATEMENT THAT IT WAS “UNLIKELY” THAT THE
REQUESTED TIMELINE COULD BE MET?

In my opinion it was not reasonable. PEF signed what is likely the largest contract in
the history of the State of Florida without any assurance that the LWA would be
issued. Receipt of the LWA within the requested timeframe was a requirement for
implementation of the contract on the schedule contained in the EPC contract. Not
only did PEF not have any assurance that the LWA would be issued, the NRC
specifically told them in the October 6, 2008 letter that it was unlikely that the
requested timeline would be met. Under the totality of the circumstances, PEF should
have assumed that an LWA review schedule different than the overall COLA review
schedule would not have been adopted by the NRC. To assume otherwise and sign

the EPC contract with this cloud hanging over this critical date was not reasonable.

DO YOU HAVE ANY REASON TO BELIEVE THAT PEF WOULD HAVE
EXECUTED THE EPC CONTRACT AS IT EXISTS TODAY IF IT HAD
KNOWN THAT THE LWA WOULD NOT BE ISSUED?
No. This question was posed to Mr. Garry Miller during his deposition. The question
and his response follow:
Q If you had gotter the letter that you got on
February 18th, if you had gotten that same letter on
December 1st, would you have signed the EPC?
A In the form that it was signed, no. We would have had

to modify the EPC agreement for that shift in dates.
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CONFIDENTIAL

(Miller Deposition Transcript, Volume 1, page 43, lines 10-14, Exhibit WRJ(PEF)-3,
Pages 40-41 of 233.)

The EPC contract would have required extensive revisions to the cost and schedule if
the Company had known that the LWA would not be issued. It would have also not

placed them in the weak renegotiating position in which they now find themselves.

THE COMPANY APPEARS TO BLAME THE SUSPENSION OF THE
PROJECT TOTALLY ON NOT RECEIVING THE LWA. DID YOU FIND
EVIDENCE THAT THERE WERE OTHER REASONS FOR THE
SUSPENSION?

Yes. PEF was clearly concerned about their capital plan for new nuclear units given
the known risks.

In an April 15, 2009 letter to the Progress Energy Board of Directors, William D.

Johnson, Progress Energy Chairman, President and Chief Executive Officer states:

{Emphasis Added]. (William D. Johnson letter to Progress Energy Board of
Directors dated April 15, 2009 09NC-OPCPOD3-61-000049 Exhibit
WRIJ(PEF)-3, Pages 42-62 of 223.)

It is clear from this letter to the PGN Board and the Levy Nuclear Project Update
dated April 17, 2009 (and attached to that letter) that many other factors contributed

to the need to adjust the capital plan for new nuclear units.
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WHAT ARE THE “LANDSCAPE CHANGES” THAT ARE IDENTIFIED IN
THE APRIL 17, 2009 BOARD PRESENfA’]FION?
The April 17, 2009 presentation to the Progress Energy Board of Directors identifies
the following “Landscape Changes” that have potential to impact the Levy project.

e Capital Market Deterioration
o Share price near or below book value
o Our sector no longer holding up
o Debt market concemns (unsecured)
¢ Federal Energy Policy Landscape
o Climate change
o Nuclear/coal policies
o Renewables
o Environmental regulation
e Broad economic indicators continue to show weakness
o Prospects for late 2009 / early 2010 recovery uncertain
o Impact on load/energy
o Customer ability to pay

e Florida regulatory / legislative climate
o Price Impact
o Potential legislation
These landscape changes reveal a large number of concemns held by Progress Energy
executive management. These concerns were evident even before the EPC contract
was signed. Some of these concerns were evident as far back as September 2008

when a schedule contingency strategy was being discussed, continuing up through the

2009 EPC cost spending caps irposed in the fourth quarter of 2008.

WHAT CONDITIONS ARE IDENTIFIED TO PROCEED WITH THE LEVY
PROJECT?
The April 17 Board presentation identifies the following conditions to proceed with

the Levy project:
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CONFIDENTIAL

DOES THE APRIL 17 BOARD PRESENTATION IDENTIFY BENEFITS OF
THE PROPOSED SCHEDULE DELAY FOR LNP?
Yes it does. The presentation identifies the benefits of delaying the LNP schedule
including providing additional time for and certainty on:

Obama Administration nuclear position
Financial market and economic rebound
Customer/policy maker support

PEF rate case, first NCRC prudence hearing
Federal policies on carbon, renewables and coal
JO participation

NRC COLA process

Commodity/labor stabilization

e & o ¢ ¢ o o o

WHAT IS THE RELEVANCE OF THE ABOVE FACTORS TO THE
COMPANY’S DECISION TO EXECUTE THE EPC CONTRACT?

These concerns are not new. They were all known well before (and on) December
31, 2008 when PEF executed the EPC contract. A more reasonable, cautions
approach given the uncertainty in the LWA schedule and the list of concerns
identified above would have been to continue to support development of the COLA
while delaying signing of the EPC contract until the issuance of the LWA was known
and the above concerns are resclved. Although the incremental impact of the signing

of the EPC contract may not bz known at this time, the Company believes that it is

14



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

likely that the overall cost of the project will increase. At this time the Commission
does not likely have sufficient information to determine the short or long-term

impacts of the premature signing of the EPC contract.

PLEASE DISCUSS THE COMPANY’S FAILURE TO HAVE FIRM
COMMITMENTS FROM JOINT OWNERS AT THE TIME OF THE
SIGNING AND THE IMPACT OF THIS FAILURE.

Many project documents indicate that acquiring joint owner partners is a critical
factor in the success of the project and that a strong tie existed between having joint
owners committed to the project and execution of the EPC contract. The October
2008 and December 2008 Nuclear Plant Development Performance reports identify
“Finalizing Joint Ownership decisions” and “Joint Ownership Discussions™ as Key
Issues. (Progress Energy Nuclear Plant Development Performance Report October
2008, page 5, 09NC-OPCPOD1-47-019364 and Progress Energy Nuclear Plant
Development Performance Report December 2008, page 5, 09NC-OPCPOD1-47-
013518, Exhibit WRJ (PEF)-3, Pages 63-109 of 233). The April 17, 2009 Board
presentation discussed above identifies “Sufficient co-ownership” as a necessary
condition to proceed with the project. As I discussed above, the Levy Integrated
Nuclear Committee was told repeatedly that the joint owner negotiation and the
signing of the EPC contact were closely tied. (See, Exhibit WRJ(PEF)-3, Pages 12-25
of 233.)

Inexplicably, despite these factors, PEF signed the EPC contract with no joint owner

commitments.
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DID YOU FIND EVIDENCE THAT THESE RISKS WERE
APPROPRIATELY ANALYZED AND THE INFORMATION WAS
TRANSMITTED TO THE BOD?

No I did not. The December 10, 2008 Chairman’s Report describes Mr. Johnson’s
discussion of the Levy Project with the Board. The report states that Mr. Johnson
reviewed the conditions to proceed with the Project including an appropriate level of
joint ownership. He also reviewed the status of co-ownef negotiations. From this
summary of the December 10 Board meeting, it is not evident that Mr. Johnson
informed the Board of the lack ¢f an LWA or the possible impact on the project of the
failure to receive an LWA on the schedule requested by PEF. It is also not apparent
that the Board was informed that no co-owners were likely to have committed to the
project at the time the EPC contract would be signed. (Minutes of Regular Board of
Directors Meeting, December 10, 2008, Chairman’s Report 09NCOINC-OPCPOD?7-

89-000038, Exhibit WRJ(PEF)-3, Pages 110-111 of 233.)

COULD THE COMPANY HAVE WAITED UNTIL THE NRC’S DECISION
ON THE LWA WAS KNOWN AND JOINT OWNERS COMMITTED
BEFORE SIGNING THE EPC CONTRACT?

Yes. The Company could have continued to support necessary activities such as
support of the COLA and site characterization under existing agreements with the
project contractors until the LWA schedule and joint owner participation was known.
In addition, this would have allowed for additional clarity related to other concerns
identified by the Company including the capital market deterioration, the indications

of broad economic weakness and the legislative and regulatory climate.
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WHAT IS THE POTENTIAL IMPACT OF THE COMPANY SIGNING THE
EPC CONTRACT WITH THE KNOWN OUTSTANDING RISKS?

The economic impact of PEF’s execution of the EPC contract is unknown at this
time. The Company is currently attempting to renegotiate the EPC contract with the
consortium. From an overall project cost standpoint they are clearly in a weaker

position to renegotiate the signed contract than if they had delayed signing until the

LWA schedule and other risks were known or clarified. - -( _i
g g4 34 g g g
—. As a minimum the Company will incur additional carrying costs

due to spending money under the EPC agreement earlier than would have been
required if they had not signed. The answer to this question will become clearer once

the EPC contract has been renegotiated.

WHAT IS YOUR CONCLUSION REGARDING PEF’S EXECUTION OF THE
EPC CONTRACT ON DECEMBER 31, 2008?

In my opinion, the Company’s decision to sign the EPC contract on December 31,
2008 given the uncertainty that existed with the LWA, the lack of committed joint
owners and the myriad of other uncertainties including the deteriorating economy, the
chaos in the financial markets and the uncertain federal and state regulatory climate
was not reasonable. I do not believe the company has met its burden of demonstrating
that this action was reasonable or prudent. This decision may result in significant
extra cost to the project that could have been avoided with a more cautious approach
given the known risks and uncertainties at the time of signing. At the very least, the
Commission does not have sufficient information to determine whether 2009 and

2010 EPC contract related costs are reasonable.
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INADEQUATE FEASITILITY STUDY

Q.

DID THE COMPANY CONDUCT AN ADEQUATE FEASIBILITY STUDY AS
REQUIRED BY THE NUCLEAR COST RECOVERY RULES?

No, they did not.

WHAT ARE THE RELEVANT REQUIREMENTS OF THE RULES?
Rule25-6.0423(5)(c)5, F.A.C., provides that:

By May 1 of each year, along with the filings required by this paragraph, a utility
shall submit for Commission review and approval a detailed analysis of the long-term
feasibility of the project.

Rule 25-6.0423(8), F.A.C., provides that,

A utility shall, contemporaneously with the filings required by paragraph (5)(c)
above, file a detailed statement of project cost sufficient to support a Commission
determination of prudence...

PLEASE DESCRIBE YOUR CONCERNS WITH THE COMPANY’S
FEASIBILITY STUDY IN MORE DETAIL.

Mr. Miller in his testimony and in his deposition of July 2, 2009 stated that the project
is feasible. He offers general statements concerning similar projects in China, project
success in schedule, less greenhouse gases, energy diversity, less vulnerability to
supply disruptions and foreign government influences and other favorable attributes.
He offers no detailed costs as required by the rule except for an update of the fuel and
emission costs with no discussion of the effects of such updates on overall feasibility.
The Company simply did not conduct a detailed analysis of the long term feasibility
of the project as required by the Rule.

WHAT DOES PEF CLAIM TO CONSIDER IN ITS FEASIBILITY
CONSIDERATIONS?

In Mr. Miller’s deposition, he states:
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CONFIDENTIAL

When we consider feasible, we consider is it technically
feasible? Is the AP1000 design as deployed at this site, the Levy
site, are there any technical issues that suggest that will not
work? We also consider regulatory feasibility or, if you will, the
legal feasibility. Can you secure all of the permits, approvals,
authorizations, licenses, like zoning permits and comprehensive
-- comprehensive land use amendment, things like that? And in
those cases and for both the technical and, as I described, this
regulatory feasibility, the project still is feasible. Now we also
consider cost, and so as we go forward, as we said earlier, on an
ongoing basis, we will always consider the total project cost and
make informed decisions of moving the project forward.

(Miller deposition 7/2/2009, Volume I, page 82, Exhibit WRJ(PEF)-3, Pages
112-114 of 233))

IS MR. MILLER CORRECT IN HIS ASSESSMENT OF THE LONG TERM
FEASIBILITY OF THE PROJECT?

There is not enough informatior: provided for Mr. Miller or the Commission to reach
such a conclusion. He states that there are three areas of consideration by PEF:
technical feasibility, regulatory feasibility and cost feasibility. There are major

questions in each area.

PLEASE EXPLAIN THESE MAJOR QUESTIONS.

I will address each area separately:

° Technical feasibility. In the EPC contractor’s report of May2009, the

—l

from Shawn Hughes, Westinghouse-Shaw, to Jeff Lyash, May 11,

2009, page 6 of 52 of attachment. Exhibit WRJI(PEF)-3, Pages 115-

168 of 233.)

19




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

. Regulatory Feasibility. The site problem discussed above is also a

regulatory problem. Additionally, Mr. William D. Johnson, Chairman,
President and CEQ of Progress Energy told his Board of “Landscape
Changes” affecting the project. These changes include federal energy
policy landscape and Florida regulatory/legislative climate. (Letter
from William D. Johnson to PEF Board, April 15, 2009, page 4 of
attachment. Exhibit WRI(PEF)-3, Pages 42-43 of 233.)

. Cost Feasibility. Mr. Miller states that they are sticking with their last

year’s (2008) cost estimate because they won’t have an updated cost
estimate that until after the EPC contract is renegotiated. The truth is
that PEF does nct currently have an accurate cost estimate. Among
other things, to have such a plant cost estimate PEF will have to have a
project schedule and a renegotiated EPC contract, and they have
neither. Additionally, Mr. Johnson pointed out to his Board that in the
document discussed above that there are other “Landscape Change”
that are affecting cost feasibility. These include financial partner
negotiations (nc joint owner’s as of yet) and capital market

deterioration.

IS MR. MILLER TELLING THE COMMISSION THE SAME THING THAT
MR. JOHNSON IS TELLING HIS BOARD?

It appears not. Mr. Miller in his May 1 testimony states that “...the essential reasons
the Company selected the LNP to meet customer needs for future generation capacity
have not fundamentally changed.” (Miller testimony, May 2, 2009, page 26, lines 5-7.
Exhibit WRJ(PEF)-3, Pages 169-170 of 233.) A few days earlier, Mr. Johnson was
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telling his Board that there are now conditions for PEF to consider in deciding
whether and when to proceed with the Levy project. Among these conditions are a
renegotiated EPC agreement, sufficient co-ownership, credible financing plan and
continued regulatory support. He points out “landscape changes™ and that a 20 or 36
month schedule change will allow “additional time for certainty” on a number of
issues including Obama administration nuclear position, joint owner participation,
and financial markets. A project is not feasible in just a theoretical sense; instead,
Levy must be feasible to the Florida ratepayers and to PEF. Mr. Johnson pointed out
to his board a number of reasons why the project may not feasible for PEF and PEF
has apparently made a decision to take a 20 or 24-36 month hiatus to allow further

clarity on a number of key issues.

IN HIS RESPONSE TO OPC’S INTERROGATORY 47, MR. MILLER
CLAIMS THAT “THE COST OF A PROJECT IS NOT PER SE
DETERMINATIVE OF PROJECT FEASIBILITY.” DO YOU AGREE?

No. While project cost is not the sole factor in determining if a project is feasible, if
the cost of a project is high enough, the cost may, in fact, determine the feasibility of

the project. Cost cannot be ignored in the Commission’s determination of feasibility.

WHAT DO YOU CONCLUDE ABOUT PEF’S ANALYSIS OF PROJECT
FEASIBILITY?
My conclusions are as follows:
. The requirements of the NCRR have not been met. At this time,
there is no accurate plant cost data and no detailed analysis as
required by the Nuclear Cost Recovery Rule.
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. The feasibility of the project cannot be determined without an
estimate of the project cost.
o Serious questions concerning plant technical feasibility exist.
. Mr. Johnson has raised other serious feasibility questions with
his Board that Mr. Miller has not discussed with this
Commission.
The Commission should either: (1) enter a finding rejecting the Company’s
claim of feasibility, (2) spin the issue off for a feasibility determination based
on a more detailed inquiry or (3) defer its determination of this issue until next
year.

CRYSTAL RIVER 3 EPU PROJECT

PLEASE BRIEFLY DESCRIBE THE CRYSTAL RIVER UNIT 3 EXTENDED
POWER UPRATE PROJECT.

The Crystal River 3 extended power uprate project adds a total of 180 MWe to the
existing plant. This is accomplished by increasing reactor power output and thus
steam output, increasing the size and efficiency of the steam turbine and generator
and increasing the accuracy of instrumentation in the plant’s steam system. The
project is being carried out in three phases. The Phase 1 improved the steam plant
measurement accuracy of process parameters and allowed the power output to be
increased by about 12 MWe. These improvements were made in 2007 and were
placed in service on January 31, 2008. Phase 2 of the project will replace large
portions of the steam turbines and the electric generator thus increasing efficiency and
output from the current steam flow while also giving the plant the ability to utilize
more steam. Using the current ability of the reactor to produce steam, phase 2 will

add 28 MWe additional output because of increased efficiency. Phase 2 will be
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completed in 2009. Phase 3 will increase the reactor output of steam by an additional
15.5%. This additional steam will then utilize the increased capacity installed in
phase 2 to provide an additional 140 MWe for a total 1080 MWe and an overall
increase of 180 MWe. (Information from Crystal River Unit 3, Extended Power
Uprate, Integrated Project Plan, 09NC-OPCPOD1-4-000001, Exhibit WRJ(PEF)-3,

Pages 171-197 of 233.)

DID YOU IDENTIFY AREAS RELATED TO THE CR3 EPU THAT YOU
BELIEVE ARE EVIDENCE OF INADEQUATE RISK MANAGEMENT?

Yes. The CR3 reactor is manufactured by Babcock & Wilcox (B&W). CR3 is the
first B&W reactor attempted to be uprated to power levels up to 1080 MWe. The
B&W design incorporates steam generators with significantly less water in the steam
generators than Westinghouse or Combustion Engineering plants and this means that
in some accident analyses there is less capacity for reactor cooling by boiling water
out of the steam generators in an accident scenario. This does not mean that the plant
is unsafe, by any means, but the safety analysis for the CR3 uprate is different for
than for the other pressurized water reactor designs. This size of uprate to a B&W
reactor has never before been reviewed by the NRC. The outcome is not a foregone

conclusion.

ARE YOU QUESTIONING THE ENGINEERING APPROACH PEF IS
UTILIZING INT ITS NRC APPLICATIONS?
No. My point is that PEF cannot say for certain that the NRC will approve its request

to the extent or in the manner requested.
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DOES PEF RECOGNIZE THAT THESE RISKS EXIST?

Yes. In their Integrated Project Plan, PEF lists five NRC licensing related items as
‘Rank 9°, the highest category of risk. These issues must be resolved and the
solutions approved by the NRC before Phase 3 of the uprate can be implemented. If
the resolutions (changes to plant equipment or operating procedures) are not
approved, then the result could be a lower approved uprate level or no allowed uprate
in reactor power. If that occurs, then the money being spent for phase 2 in 2009 and

for phase 3 in 2010 would be largely wasted.

HOW IS PEF DEALING WITH THIS RISK?

PEF is planning to file License Amendment Requests (LAR’s) with the NRC only
after phase 2 is mostly or completely finished. Review and approval of the LAR’s
could take a year or more. If all goes well in the review, the upgrade should proceed

as scheduled.

ARE THERE REASONS TO BE CONCERNED?

Yes. On May 19, 2008 PEF met with the NRC staff to discuss the upgrade project.
At that meeting there were four reactor system issues discussed that would require
filings with the NRC for review. Two filings were promised for August 2008, one for
October 2008 and another for February 2009. Of these four promised dates, only the
February date was achieved as PEF has decided to combine the remaining three
filings with the License Amendment Request to be filed at a later date. (NRC
Summary of meeting, Adams ML081480504, Exhibit WRJ(PEF)-3, Pages 198-203 of
233.) This deferral to the LAR filings possibly indicates that PEF is having difficulty

in meeting NRC requirements. On the original schedule for filing the LAR’s, PEF
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could have had an approval or at least a good indication on likely approval before
spending the money for phase 2. At this point, the money will be spent before PEF
knows if their proposed solutions will be approved. The NRC noted in its meeting
summary that “This project will position Crystal River Unit 3 as the first Babcock &
Wilcox plant to operate at over 3000 MWth (1080 MWe)”, thus recognizing the
unusual nature of the expected request. PEF’s response to OPC Interrogatory 71
states that as of July 8, 2009 the resolutions of these issues are not complete and will
not be filed with the NRC until the fall of 2009. (PEF response to OPC INT Question

71, received 7/8/2009, Exhibit WRI(PEF)-3, Pages 204-205 of 233.)

WHAT ARE THE COSTS ASSOCIATED WITH THE EPU PROJECT?

Costs from a March 2009 management review are as follows:

Year Cost (millions § w/oAFUDC) %of Total
2006 2.3 (actual) 0.5%
2007 38.4 (actual) 9.0%
2008 65.1 (actual) 15.2%
2009 141.4 33.1%
2010 85.5 20.0%
2011 89.2 20.9%
2012 4.6 1.1%
Total 426.6

(Nuclear Project Management Review, March 31, 2009-09NC-OPCPOD1-7-000071, Exhibit
WRIJ(PEF)-3, Pages 206-233 of 233.)

Q.
A.

DID PEF FILE THE REQUIRED FEASIBILTY ANALYSIS?

No. PEF submitted the annual costs.
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HOW MUCH OF THE CR3 EPU BUDGET WILL HAVE BEEN SPENT
BEFORE THE COMPANY KNOWS WHETHER OR NOT THE NRC WILL
ISSUE A LICENSE FOR THE FULL UPRATE REACTOR POWER?

Assuming they will know the results of the NRC review by the end of 2010,
approximately 80% of the money will have been spent before it is known if the NRC

will grant the full requested power uprate.

COULD THE COMPANY HAVE REDUCED THE RISK BY RESOLVING
THE NRC LICENSING ISSUES BEFORE SPENDING THE LARGE SUMS
TO MODIFY THE SECONDARY PLANT?

Yes. As I stated above, if thecy had been able to resolve the high risk issues in

accordance with the schedule given to the NRC on May 19, 2008.

WHAT ARE YOUR CONCLUSIONS CONCERNING THE EPU PROJECT?

Proceeding with phase 2 without completing the NRC review of what PEF
themselves have said are high risk issues i1s comparable to building almost everything
in a nuclear power plant e*cept the reactor before knowing if the NRC will approve
building the reactor. PEF has not carried its burden of showing that it has accurately
assessed the possibility that the NRC will not approve of the full power uprate
requested. A lower risk option would have been to receive reasonable assurance of
NRC approval prior to spending large sums of money in the implementation of the

phase 2 uprate.

V. CONCLUSIONS AND RECOMMENDATIONS

WHAT ARE YOUR CONCLUSIONS CONCERNING PEF’S FILING IN THIS

DOCKET?
26
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Q.

A.

WHAT ARE YOUR RECOMMENDATIONS CONCERNING PEF’S FILING

PEF has not demonstrated that it appropriately considered the
known risks to the project when the EPC contract was signed.
Premature signing of the EPC contract has exposed the
Company to potentially significant additional costs over the life
of the LNP project.

The cost of the work suspension and the costs during the
remainder of 2009 and 2010 are unknown.

Since the impact of the suspension of the EPC contract is not
known, PEF has not met its burden of demonstrating that the
projected costs for 2009 and 2010 are reasonable.

PEF’s analysis of the continued feasibility of the project is
inadequate.

The CR3 EPU project faces significant licensing risks which
may render the project uneconomic if the NRC does not allow
the requested plant modifications to allow the uprate to the full

reactor power requested.

IN THIS DOCKET?

I recommend the following concerning PEF’s filing in this docket:

1.

PEF’s total revenue requirements should be reduced to reflect
elimination of carrying costs related to all estimated EPC costs
in 2009 and 20]0. Once actual costs are known the related
carrying costs can be included in the true up during the next

NCRC proceeding.
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A.

The Commission should consider opening a separate docket to
evaluate the long-term feasibility of the LNP and also
concurrently order PEF to conduct a detailed feasibility analysis
once the EPC contract costs are known.

The Commission should order PEF to determine the additional
costs that have resulted from signing the EPC contract in
December 2008 compared to signing the EPC contract once the
actual project schedule was known.

The Commission should inform PEF that a prudence review of
phase 2 EPU costs will be conducted if the NRC does not grant

a license amendment for the full requested uprated reactor

© power.

DOES THAT CONCLUDE YOUR TESTIMONY?

Yes, it does.

28



CERTIFICATE OF SERVICE
Docket No. 090009-E1

I HEREBY CERTIFY that a true and correct copy of the foregoing of the REDACTED
Direct Testimony of William R. Jacobs Jr., Ph.D has been furnished by U. S. Mail and

*hand delivery to the following parties on this 5th day of August, 2009.

John T. Burnett /Alexander Glenn
Progress Energy Service Company, LLC
P.O. Box 14042

St. Petersburg, FL. 33733-4042

Mr. Paul Lewis, Jr.

Progress Energy Florida, Inc.
106 East College Ave, Suite 800
Tallahassee, FL. 32301-7740

Matthew R. Bernier

Carlton Fields Law Firm

215 South Monroe St., Suite 500
Tallahassee, FL. 32301-1866

Mr. Wade Litchfield

Florida Power & Light Company
215 South Monroe St., Suite 810
Tallahassee, FL 32301-1859

J. Michael Walls/ Diane M. Tripplett
Carlton Fields Law Firm

P.O. Box 3239

Tampa, FL 33601-3239

Bryan J. Anderson/Jessica Cano/ Garson R.

Florida Power and Light Company
700 Universe Blvd
Juno Beach, FL 33418

John McWhirter, Jr.

c/o McWhirter Law Firm

Florida Industrial Power Users Group
PO Box 3350

Tampa, FL 33601

Vicki G. Kaufman/Jon C. Moyle, Jr.
Florida Industrial Power Users Group
118 North Gadsden Street
Tallahassee, FL 32301

Honorable Charles S. Dean
Senate Majority Whip

311 Senate Office Building
404 South Monroe Street
Tallahassee, F1. 32399-1100

Honorable Mike Fasano
8217 Massachusetts Ave
New Port Richey, FL 34653

Southern Alliance for Clean Energy, Inc

E. Leon Jacobs

1720 South Gadsden Street MS 14, Ste 20
Tallahassee, FL 32301

James W. Brew/F. Alvin Taylor

1025 Thomas Jefferson St. NW, 8" Flo,
West Tower

Washington, DC 20007

*Anne Cole

Commission Clerk

Florida Public Service Commission
2540 Shumard Oak Blvd.
Tallahassee, FL. 32399-0850

Thomas Saporito

Saporito Energy Consultants
P.O. Box 8413

Jupiter, FL. 33760

Randy B. Miller

White Springs Agriculture
Chemicals, Inc

P.O. Box 300

White Springs, FL 32096

Shayla L. McNeill, Capt, USAF
Federal Executive Agencies

c/o AFLSA/JACL-ULT

139 Barnes Drive, Suite 1
TYNDALL AFB, FL 32403-
5319

Tamela Ivy Perdue

Associated Industries of Florida
516 North Adams Street
Tallahassee, FL 32301

Gary A. Davis/ James S. Whitlock
Gary A. Davis & Associates

P.O. Box 649

Hot Springs, NC 28743

(e~

Charles J. Rehwinkel
Associate Public Counsel



Docket No. 090009-E1
Resume of William R. Jacobs, Jr.
Exhibit (WRJ)PEF-1

William R. Jacobs, Jr. Page 1 of 6
Vice President - Generation Support Services

EDUCATION: Ph.D., Nuclear Engineering, Georgia Tech 1971
MS, Nuclear Engineering, Georgia Tech 1969
BS, Mechanical Engineering, Georgia Tech 1968

ENGINEERING REGISTRATION: Registered Professional Engineer

PROFESSIONAL MEMBERSHIP: American Nuclear Society

EXPERIENCE:

Dr. Jacobs has over thirty-five years of experience in a wide range of activities in the electric power
generation industry. He has extensive experience in the construction, startup and operation of
nuclear power plants. While at the Institute of Nuclear Power Operation (INPO), Dr. Jacobs assisted
in development of INPO’s outage management evaluation group. He has provided expert testimony
related to nuclear plant operation and outages in Texas, Louisiana, South Carolina, Florida,
Wisconsin, Indiana, Georgia and Arizona. He currently provides nuclear plant operational
monitoring services for GDS clients. He is assisting the Florida Office of Public Counsel in
monitoring the development of four new nuclear units in the State of Florida. He will provide
testimony concerning the prudence of expenditures for these nuclear units. He has assisted the
Georgia Public Service Commission staff in development of energy policy issues related to supply-
side resources and in evaluation of applications for certification of power generation projects and
assists the staff in monitoring the construction of these projects. He has also assisted in providing
regulatory oversight related to an electric utility’s evaluation of responses to an RFP for a supply-side
resource and subsequent negotiations with short-listed bidders. He has provided technical litigation
support and expert testimony support in several complex law suits involving power generation
facilities. He monitors power plant operations for GDS clients and has provided testimony on power
plant operations and decommissioning in several jurisdictions. Dr. Jacobs represents a GDS client
on the management committee of a large coal-fired power plant currently under construction. Dr.
Jacobs has provided testimony before the Georgia Public Service Commission, the Public Utility
Commission of Texas, the North Carolina Utilities Commission, the South Carolina Public Service
Commission, the lowa State Utilities Board, the Louisiana Public Service Commission, the Florida
Public Service Commission, the Indiana Regulatory Commission, the Wisconsin Public Service
Commission, the Arizona Corporation Commission and the FERC.

A list of Dr. Jacobs’ testimony is available upon request.

1986-Present GDS Associates, Inc.
As Vice-President, Dr. Jacobs directs GDS' nuclear plant monitoring activities and
has assisted clients in evaluation of management and technical issues related to

power plant construction, operation and design. He has evaluated and testified on
combustion turbine projects in certification hearings and has assisted the Georgia

GDS Associates, Inc., 1850 Parkway Place, Suite 800, Marietta, GA 30067
(770) 425-8100
(770) 426-0303 — Fax
Bill.Jacobs@gdsassociates.com
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PSC in monitoring the construction of the combustion turbine projects. Dr. Jacobs
has evaluated nuclear plant operations and provided testimony in the areas of nuclear
plant operation, construction prudence and decommissioning in nine states. He has
provided litigation support in complex law suits concerning the construction of
nuclear power facilities.

1985-1986 Institute of Nuclear Power Operations (INPO)

Dr. Jacobs performed evaluations of operating nuclear power plants and nuclear
power plant construction projects. He developed INPO Performance Objectives and
Criteria for the INPO Outage Management Department. Dr. Jacobs performed
Outage Management Evaluations at the following nuclear power plants:

Connecticut Yankee - Connecticut Yankee Atomic Power Co.
Callaway Unit I - Union Electric Co.

Surry Unit I - Virginia Power Co.

Ft. Calhoun - Omaha Public Power District

Beaver Valley Unit 1 - Duquesne Light Co.

During these outage evaluations, he provided recommendations to senior utility management on
techniques to improve outage performance and outage management effectiveness.

1979-1985  Westinghouse Electric Corporation

As site manager at Philippine Nuclear Power Plant Unit No. 1, a 655 MWe PWR
located in Bataan, Philippines, Dr. Jacobs was responsible for all site activities during
completion phase of the project. He had overall management responsibility for
startup, site engineering, and plant completion departments. He managed workforce
of approximately 50 expatriates and 1700 subcontractor personnel. Dr. Jacobs
provided day-to-day direction of all site activities to ensure establishment of correct

. work priorities, prompt resolution of technical problems and on schedule plant
completion.

Prior to being site manager, Dr. Jacobs was startup manager responsible for all
startup activities including test procedure preparation, test performance and review
and acceptance of test results. He established the system turnover program, resulting
in a timely turnover of systems for startup testing.

As startup manager at the KRSKO Nuclear Power Plant, a 632 MWE PWR near
Krsko, Yugoslavia, Dr. Jacobs' duties included development and review of startup
test procedures, planning and coordination of all startup test activities, evaluation of
test results and customer assistance with regulatory questions. He had overall

GDS Associates, Inc., 1850 Parkway Place, Suite 800, Marietta, GA 30067
(770) 425-8100
(770) 426-0303 - Fax
Bill.Jacobs@gdsassociates.com
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responsibility for all startup testing from Hot Functional Testing through full power

operation.
1973 - 1979 NUS Corporation

As Startup and Operations and Maintenance Advisor to Korea Electric Company
during startup and commercial operation of Ko-Ri Unit 1, a 595 MWE PWR near
Pusan, South Korea, Dr. Jacobs advised KECO on all phases of startup testing and
plant operations and maintenance through the first year of commercial operation. He
assisted in establishment of administrative procedures for plant operation.

As Shift Test Director at Crystal River Unit 3, an 825 MWE PWR, Dr. Jacobs
directed and performed many systems and integrated plant tests during startup of
Crystal River Unit 3. He acted as data analysis engineer and shift test director during
core loading, low power physics testing and power escalation program.

As Startup engineer at Kewaunee Nuclear Power Plant and Beaver Valley, Unit 1,
Dr. Jacobs developed and performed preoperational tests and surveillance test
procedures.

1971 - 1973  Southern Nuclear Engineering, Inc.

Dr. Jacobs performed engineering studies including analysis of the emergency core
cooling system for an early PWR, analysis of pressure drop through a redesigned
reactor core support structure and developed a computer model to determine tritium
build up throughout the operating life of a large PWR.

SIGNIFICANT CONSULTING ASSIGNMENTS:

Georgia Public Service Commission — Assisted the Georgia Public Service Commission Staff and
provided testimony related to the evaluation of Georgia Power Company’s request for certification to
construct two AP1000 nuclear power plants at the Plant Vogtle site.

South Carolina Office of Regulatory Staff-- Assisted the South Carolina Office of Regulatory Staff
in evaluation of South Carolina Electric and Gas’ request for certification of two AP1000 nuclear
power plants at the V.C. Summer site.

Florida Office of Public Counsel — Assists the Florida Office of Public Counsel in monitoring the
development of four new nuclear power plants in Florida including providing testimony on the
prudence of expenditures.

East Texas Electric Cooperative — Represents ETEC on the management committee of the Plum
Point Unit 1 a 650 Mw coal-fired plant under construction in Osceola, Arkansas and represents
ETEC on the management committee of the Harrison County Power Project, a 525 Mw combined
cycle power plant located near Marshall, Texas.

GDS Associates, Inc., 1850 Parkway Place, Suite 800, Marietta, GA 30067
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Arizona Corporation Commission — Evaluated operation of the Palo Verde Nuclear Generating
Station during the year 2005. Included evaluation of 11 outages and providing written and oral
- testimony before the Arizona Corporation Commission.

Citizens Utility Board of Wisconsin — Evaluated Spring 2005 outage at the Kewaunee Nuclear Power
Plant and provided direct and surrebuttal testimony before the Wisconsin Public Service
Commission.

Georgia Public Service Commission - Assisted the Georgia PSC staff in evaluation of Integrated
Resource Plans presented by two investor owned utilities. Review included analysis of purchase
power agreements, analysis of supply-side resource mix and review of a proposed green power
program.

State of Hawaii, Department of Business, Eiconomic Development and Tourism — Assisted the State
of Hawaii in development and analysis of a Renewable Portfolio Standard to increase the amount of
renewable energy resources developed to meet growing electricity demand. Presented the results of
this work in testimony before the State of Hawaii, House of Representatives.

Georgia Public Service Commission - Assisted the Georgia PSC staffin providing oversight to the
bid evaluation process concerning an electric utility’s evaluation of responses to a Request for
Proposals for supply-side resources. Projects evaluated include simple cycle combustion turbine
projects, combined cycle combustion turbine projects and co-generation projects.

Millstone 3 Nuclear Plant Non-operating Owners — Evaluated the lengthy outage at Millstone 3 and
provided analysis of outage schedule and cost on behalf of the non-operating owners of Millstone 3.
Direct testimony provided an analysis of aclditional post-outage O&M costs that would result due to
the outage. Rebuttal testimony dealt with analysis of the outage schedule.

H.C. Price Company — Evaluated project management of the Healy Clean Coal Project on behalf of
the General Contractor, H.C. Price Company. The Healy Clean Coal Project is a 50 megawatt coal
burning power plant funded in part by the DOE to demonstrate advanced clean coal technologies.
This project involved analysis of the project schedule and evaluation of the impact of the owner’s
project management performance on costs incurred by our client.

Steel Dynamics, Inc. — Evaluated a lengthy outage at the D.C. Cook nuclear plant and presented
testimony to the Indiana Utility Regulatory Commission in a fuel factor adjustment case Docket No.
38702-FACA40-S1.

Florida Office of Public Counsel - Evaluated lengthy outage at Crystal River Unit 3 Nuclear Plant.
Submitted expert testimony to the Florida Public Service Commission in Docket No. 970261-EL
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United States Trade and Development Agency - Assisted the government of the Republic of
Mauritius in development of a Request for Proposal for a 30 MW power plant to be built on a Build,
Own, Operate (BOO) basis and assisted in evaluation of Bids.

Louisiana Public Service Commission Staff - Evaluated management and operation of the River
Bend Nuclear Plant. Submitted expert testimony before the LPSC in Docket No. U-19904.

U.S. Department of Justice - Provided expert testimony concerning the in-service date of the Harris
Nuclear Plant on behalf of the Department of Justice U.S. District Court.

City of Houston - Conducted evaluation of a lengthy NRC required shutdown of the South Texas
Project Nuclear Generating Station. '

Georgia Public Service Commission Staff - Evaluated and provided testimony on Georgia Power
Company's application for certification of the Intercession City Combustion Turbine Project - Docket

No. 4895-U.

Seminole Electric Cooperative, Inc. - Evaluated and provided testimony on nuclear decommissioning
and fossil plant dismantlement costs - FERC Docket Nos. ER93-465-000, et al.

Georgia Public Service Commission Staff - Evaluated and prepared testimony on application for
certification of the Robins Combustion Turbine Project by Georgia Power Company - Docket No.

4311-U.

North Carolina Electric Membership Corporation - Conducted a detailed evaluation of Duke Power
Company's plans and cost estimate for replacement of the Catawba Unit 1 Steam Generators.

Georgia Public Service Commission Staff - Evaluated and prepared testimony on application for
certification of the McIntosh Combustion Turbine Project by Georgia Power Company and Savannah
Electric Power Company - Docket No. 4133-U and 4136-U.

New Jersey Rate Counsel - Review of Public Service Electric & Gas Company nuclear and fossil
capital additions in PSE&G general rate case.

Corn Belt Electric Cooperative/Central Iowa Power Electric Cooperative - Directs an operational
monitoring program of the Duane Arnold Energy Center (565 Mwe BWR) on behalf of the non-

operating owners.

Cities of Calvert and Kosse - Evaluated and submitted testimony of outages of the River Bend
Nuclear Station - PUCT Docket No. 10894.

lowa Office of Consumer Advocate - Evaluated and submitted testimony on the estimated
decommissioning costs for the Cooper Nuclear Station - [UB Docket No. RPU-92-2.
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Georgia Public Service Commission/Hicks, Maloof & Campbell - Prepared testimony related to
Vogtle and Hatch plant decommissioning costs in 1991 Georgia Power rate case - Docket No. 4007-
U.

-

City of El Paso - Testified before the Public Utility Commission of Texas regarding Palo Verde Unit
3 construction prudence - Docket No. 9945.

City of Houston - Testified before Texas Public Utility Commission regarding South Texas Project
nuclear plant outages - Docket No. 9850.

NUCOR Steel Company - Evaluated and submitted testimony on outages of Carolina Power and
Light nuclear power facilities - SCPSC Docket No. 90-4-E.

Georgia Public Service Commission/Hicks, Maloof & Campbell - Assisted Georgia Public Service
Commission staff and attorneys in many aspects of Georgia Power Company's 1989 rate case
including nuclear operation and maintenance costs, nuclear performance incentive plan for Georgia
and provided expert testimony on construction prudence of Vogtle Unit 2 and decommissioning
costs of Vogtle and Hatch nuclear units - Docket No. 3840-U.

Swidler & Berlin/Niagara Mohawk - Provided technical litigation support to Swidler & Berlin in law
suit concerning construction mismanagement of the Nine Mile 2 Nuclear Plant.

Long Island Ligl_lting‘ Company/Shea & Gould - Assisted in preparation of expert testimony on
nuclear plant construction.

North Carolina Electric Membership Corporation - Prepared testimony concerning prudence of
- construction of Carolina Power & Light Company's Shearon Harris Station - NCUC Docket No. E-2,
Sub537.

City of Austin, Texas - Prepared estimates of the final cost and schedule of the South Texas Project
in support of litigation.

Tex-La Electric Cooperative/Brazos Electric Cooperative - Participated in performance of a
construction and operational monitoring program for minority owners of Comanche Peak Nuclear
Station. ‘

Tex-La Electric Cooperative/Brazos Electric Cooperative/Texas Municipal Power Authority
(Attorneys - Burchette & Associates, Spiegel & McDiarmid, and Fulbright & Jaworski) - Assisted
GDS personnel as consulting experts and litigation managers in all aspects of the lawsuit brought by
Texas Utilities against the minority owners of Comanche Peak Nuclear Station.
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EDUCATION: M.S., Mechanical Engineering, Stanford University, 1969
U.S. Navy Nuclear Power Training Program, 1964-65
B.S., Electrical Engineering, MIT, 1964

ENGINEERING REGISTRATION: Registered Professional Engineer

Mr. MéGaughy and five others founded GDS Associates, Inc. in 1986. Mr. McGaughy retired
from GDS as an officer, board member and stockholder in May 2006. Since that time he has
worked for GDS on various generation related consulting assignments on a part time basis.

EXPERIENCE:

While Mr. McGaughy was full time at GDS, he directed the power generation services function
at GDS Associates, Inc. He has more than 40 years experience in the power generation field in
the areas of licensing, design, construction, start-up, operation, and maintenance of nuclear and
fossil-fired power. plants. Mr. McGaughy has worked with top utility management to solve
problems on a wide range of power generation issues. He has successfully managed extremely
large and complex generation projects, both nuclear and fossil, which required the rigorous
maintenance of project schedules and quality. He has performed studies concerning cogeneration
projects involving unit dispatch and FERC operating and efficiency standards. Mr. McGaughy
has provided testimony before the Texas Public Utility Commission, Public Utility Commission
of Ohio, South Carolina Public Service Commission, Georgia Public Service Commission,
Hawaii Public Utility Commission, New Jersey Board of Regulatory Commissioners, Michigan
Public Utility Commission, Wisconsin Public Service Commission and FERC. He has performed
work concerning over 30 nuclear units and 24 fossil-fired steam umts as well as numerous
combustion turbine and combined cycle units.

Specific Experience Includes:

2006-Present GDS Associates, Inc.
As an Executive Consultant, Mr. McGaughy has worked on various power plant related projects.
1986-2006 GDS Associates, Inc.

As Vice President and Secretary, Mr. McGaughy served as head of the Generation Services
Department of GDS. GDS has provided construction and operations monitoring program at five
nuclear units and six coal-fired units for minority owners. GDS has provided expert witness and
litigation support in lawsuits involving six nuclear units. Mr. McGaughy also has been
responsible for prudence, construction monitoring and litigation support efforts at numerous
other nuclear units and for development of a nuclear performance standard program for the
Georgia Public Service Commission. He has testified on combustion turbine construction
projects in certification proceedings and has testified on dispatch, reliability, avoided cost and
other issues concerning cogeneration projects.
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1984-1986  Southern Engineering Company

As Director of Generation Services, Mr. McGaughy conducted construction and operations
monitoring for clients at power plants throughout the United States. In addition, Mr. McGaughy
prepared testimony for various rate cases on generation matters at FERC and state commissions.
He provided assistance to clients in all generation matters including contract administration and
litigation support.

1980-1984  Mississippi Power and Light Company

Mr. McGaughy served as Vice President, Nuclear (1983-84) and Assistant Vice President,
Nuclear Production (1980-82). He was responsible for all aspects of construction and operation
of a multi-billion dollar power generation facility. In this capacity he hired and trained the
nuclear power plant staff of over 500 people, including 29 licensed operators and numerous
experienced utility managers. Mr. McGaughy also established a unique design engineering group
which grew to over 125 people and had overall responsibility for interface with the Nuclear
Regulatory Commission and all contractors on the project. During this tenure, cost and schedule
performance was better than at any other similar plant (G.E. Boiling Water Reactor, BWR-6

design).

1973-1980  Mississippi Power and Light Company

Mr. McGaughy served as Director of Power Production (1978-80). In this capacity he was
responsible for all power production related activities including construction, operation,
engineering, maintenance, licensing, nuclear safety, staffing, and training. He prepared and
administered annual personnel and operating budgets for 600 people and more than $50 million,
and an annual capital budget of $280 million. He also established a formal screening program for
hiring craft personnel, established a formal preventive maintenance program, and reorganized his
department based on job performance. He served as project manager for 2-unit, 1,600 MW coal

project.
Mississippi Power and Light Company

Mr. McGaughy served as Nuclear Project Manager (1976-78) and Assistant Project Manager
(1973-75). He was responsible for forming and managing an organization to control the prime
contractor on a $4 billion construction project. He began the formation of plant staff
organization. He was also responsible for relations with the Nuclear Regulatory Commission and
the prime contractor (Bechtel). The construction permit was awarded in record time.

1971-1973 Middle South Services, Inc.

Mr. McGaughy served as a nuclear engineer on the holding company staff responsible for
economic and engineering studies including the feasibility evaluation for Grand Gulf Nuclear
Station. He performed nuclear fuel and uranium buying functions. He also performed generation-
mix studies. '
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1969 - 1971 Arkansas Power and Light Company

Mr. McGaughy was responsible for nuclear fuel procurement and performed the Iicehsing work
including the preparation of the Safety Analysis Report for Arkansas Nuclear One, Unit 2.

1964-1968  U.S. Navy
Sérved as an engineering officer on nuclear propulsion power plants aboard navy submarines.

SIGNIFICANT CONSULTING ASSIGNMENTS:

Pacific Gas & Electric Company — Performed technical analyses of two different cogeneration
plants to determine if projects had met FERC and state efficiency and operating standards.

Niagara Mohawk Power Corporation/Swidler & Berlin — Assisting in FERC proceeding to set
new rates for disqualified former QF.

Niagara Mohawk Power Corporation/Swidler & Berlin — Prepared extensive technical analysis
for filing in federal court and at FERC concerning efficiency and operating standards of
cogeneration facility in support of motion to revoke QF certification

Attorney General, State of Michigan — Prepared analysis and testimony concerning power plant
availability and system dispatch relating to the Midland cogeneration project in Consumers

Power fuel plan case.

Attorney General, State of Michigan — Prepared analysis and testimony concerning purchased
power costs relating to the Midland cogeneration project in Consumers Power fuel reconciliation

case.

Attorney General, State of Michigan — Prepared analysis and testimony concerning avoided
costs, PURPA rates, reserve margins, plant availability and dispatchability in MCV cogeneration

facility settlement case.
U-10127.

Attorney General, State of Michigan — Analysis and testimony concerning Consumers'
application of requirements of order in Case No. U-10127 relating to the Midland cogeneration
project.

North _Carolina Electric Membership Cooperative — Performed due diligence review of
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