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1.0 Executive Summary 

1.1 Purpose and Objectives 

At the request of the Florida Public Service Commission's (Commission or FPSC) Division 
of Economic Regulation, the Office of Auditing and Performance Analysis performed a review 
of the internal controls and management oversight of the nuclear projects underway at Progress 
Energy Florida, Inc. (PEF or the company). This is the third year of a review in an ongoing 
FPSC oversight program to examine the adequacy of project management and internal controls 
employed in the company's Extended Power Uprate of Unit 3 at the Crystal River Energy 
Complex and the construction of Levy Nuclear Plant Unit I and Unit 2. 

The primary objective of this review was to document project key developments and the 
organization, management, internal controls, and oversight that PEF has in place or plans to 
employ for these projects since the last NCRC hearing. Additional historical project detail can 
be referenced in the two previous reviews completed by FPSC audit staff in 2008 and 2009, and 
filed as testimony in Docket No. 080009-EI and 090009-EI, respectively. The information 
provided in this report may be used by Division of Economic Regulation staff to assist in an 
assessment of the reasonableness of the company's cost-recovery requests for the projects. 

1.2 Scope 

The internal controls examined were those related to the following key areas of project 
activity: 

Planning 

Management and Organization 

Cost and Schedule Controls 

Contractor Selection and Management 

Auditing and Quality Assurance 


Internal controls are the vital mechanisms used by the company to stay within budget and 
on schedule. According to the Institute of Internal Auditors' Standards for the Professional 
Practice ofInternal Auditing, appropriate internal controls allow the organization to accomplish 
the following: 

Produce accurate and reliable data 

Comply with applicable laws and regulations 

Safeguard assets 

Employ resources efficiently 

Accomplish goals and objectives 
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Well-con tructed internal controls assist with the challenges of risk management and 
decision-making. Risks must be identified and appropriate protections established to prevent or 
control them. Prudent decision-making results from orderly, well-defined processes that address 
known risks, needs, and capabilities. Adherence to written procedures, effective communication, 
vigilant internal and contractor oversight, and ongoing auditing and quality assurance are 
essential to ensure that project costs are incurred prudently. 

Specifically, according to Internal Control Integrated Framework designed by the 
Committee of Sponsoring Organizations of the Treadway Commission, an internal control 
should consist of five interrelated components. The components are: 

Control environment 
Risk assessment 
Control activities 
lnformation and communication 
Monitoring 

The synergy and linkage among these components forms an integrated system which 
reacts to changing conditions. The internal control system must be intertwined with the entity's 
operating activities. When looking at the effectiveness and efficiency of operations, the 
reliability of financial reporting, and compliance with applicable laws and regulations, all five 
components must be present and function effecti vely to conclude the internal controls over 
op rations are effective. This report will document the existence of each of these five 
components for PEF project management. 

1.3 Methodology 

Planning and research and initial data collection for this review were performed in 
January and February 2010. Additional data collection, site visits, interviews, analysis and 
report writing were conducted between March and May 2010. The information compiled in this 
report was gathered via company responses to staff document requests, visits to the Crystal River 
Energy Complex and interviews with key project personnel. Staff also reviewed testimony, 
discovery and other fil ings in Docket No. 100009-E1. 

A large volume of information was collected and analyzed by staff. Specific information 
collected from PEF included the following categories: 

Policies and procedures 

Organizational structures 

Contract request for proposals 

Contractor bids 

Bid evaluation analyses 

Contracts 

Project scope analysis studies by PEF and consultants 

Internal audit reports and quality assessment reviews 
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I.... Observations 

1.4.1 Levy Nuclear Plant 
During 2009, the company evaluated the future of the Levy Nuclear Project and made a 

decision in 2010 to redirect the project focus from construction to regulatory approval. The 
company has delayed the project by a minimum of 60 months, pushing out the start of 
construction until at least 2015. The current focus is to obtain the Combined Operating License 
(COL) approval from the NRC and then re-evaluate the construction timeline. Because the 
company has an Engineering, Procurement, and Construction (EPC) contract with Westinghouse 
and Shaw, Stone & Webster (the Consortium) to start construction on the Levy project in 2012, 
the decision to shift the schedule required renegotiation of the terms of the contract. 

During the company' s reevaluation of the project schedule, it considered several 
scenarios ranging from a 24-month delay to full cancellation of the project. In the end, the 
company decided to shift the end of the partial suspension date to withinllll days after the 
issuance of the COL, which is currently anticipated for late 2012 or early 2013. The company 
believes this will result in a shift in the in-service dates to 2021 and 2022 for the two units. 

The company was successful in negotiating an amendment to its EPC contract with the 
Consortium . . this new schedule timeline. In doing so, PEF was able to _ 

. The will mai~ 
. In addition the 

company was able to maintain the -. 
As a result of the schedule shift, the company has worked with the Consortium to address 

the outstanding contract purchase orders for its long-lead items. These purchase orders are for 
• major components at a total cost of approximately _. The company anticipates it 
will cost an additional to finalize the disposition of these purchase orders. This cost 
is directly related to the shift in schedule. 

PEF estimates that there will be an increase in total project costs as a result of the shift in 
schedule. In 2008, the company estimated the total project cost, excluding AFUDC, at .. 
_. The 2010 estimate, using the 2021 /2022 in-service dates as its 
cost at This represents an approximate increase of 

'ects the total 

Audit staff recognizes that several internal and external factors influenced the company's 
decision to shift its construction schedule for the Levy project. This was based on several key 
assumptions by PEF. First, the company's internal assessment that the project is still a viable 
and feasible option and that there is a standing determination of need issued by the Commission. 
Second, the delay in Westinghouse receiving NRC approval of its final design certification. 
Third, the economic downturn and recent lower capacity demand within the State. Last, the 
uncertainty in the proposed Federal carbon legislation. 
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Given the uncertainties facing the company, audit staff recognizes that keeping the 
project progressing, without further substan tial investment of cost, is a reasonable 
approach by PEF at this point in time. 

1.4.2 Crystal River 3 Extended Power Uprate Project 
Overall, the company anticipates the total EPU project cost to be $479.4 million 

(excluding AFUDC and joint owner commitments). This represents a 12 percent increase from 
the original $426.6 million estimates. Through its Integrated Project Plan process, the company 
has documented the additional costs and received senior management approval to increase these 
expenditures over time. The company believes that this increase is within an acceptable range 
for a project of this size and complexity. 

In 2009, PEF completed Phase 11 of the Extended Power Uprate project at the Crystal 
River Unit 3 during its scheduled refueling outage. The company states that all work was 
compi ted as scheduled and within the allotted budget. During the outage, the project team 
monitored the work performed for each major component and tracked variances and delays in the 
schedule. Audit staff reviewed these management reports and verified that the project remained 
on schedule with minor variances and no major issues were identified during the work. 

During the same refueling outage, the company discovered a delamination within the 
wall of the unit' s containment vessel. This was identified during the work to replace the unit ' s 
steam generators-a separate and independent project from the EPU. The delamination repair 
has extended the original outage through at least falI 2010. This extended outage will impact the 
EPU' s Phase III schedule. Originally, the company planned to finish the EPU work scope during 
the next refueling outage, scheduled for fall 2011. However, PEF has shifted the outage to at 
least spring 2012. 

Audit staff recommends the Commission monitor the EPU project for potential cost 
impacts resulting from scheduling delays caused by the delamination issue. 

In mid-2009, PEF made the decision to defer the installation of its two low pressure 
turbines from Phase n to Phase III work scope. This decision required the company to spend 

restructuring its Phase II w rk scope to accommodate this change. Two factors 
in fluenced this decision: the turbines failing a req uired quality assessment test and the ability to 
adequately insure thi s turbine model. The company is currently negotiating a resolution with 
Siemens, the turbine manufacturer, to resolve the outstanding issues. Also, the company is 
considering the following options for the turbine issue: continue operating CR3 with its current 
Aist m turbines, install the 18 square meter Siemens turbines during Phase III as originally 
designed, install the 18 square meter Siemens turbines during Phase III with the LO blades 
removed, or install smaller] 3.9 square m ter Siemens turbines in 2013. 

Audit staff recommends that the Commission monitor the results of the Siemens turbine 
negotiations to ensure that the company recovers aU the appropriate costs, and excludes 
any costs resulting from a possible vendor error. 
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Additionally, if the company chooses not to move forward with its current Siemens low 
pressure turbine selection, there will be a decrease in the final MWe output for the project. If 
this occurs, an evaluation may be necessary to assess the appropriate handling of the reduction in 
planned versus achieved MWe output. In effect, the uprate would then have cost more per 
additional MWe added, and cost recovery adjustments may be warranted. The low pressure 
turbine issue is discussed further in Chapter 3.1 . 

Audit staff recommends that the Commission monitor this issue to determine if it may be 
necessary to assess the appropriate handling of the reduction in planned versus achieved 
MWe output resulting from any changes to the original turbine design option. 

Prior to the company implementing the EPU changes, PEF must receive approval from 
the NRC to operate at the higher MWe output. This is achieved through an amendment to the 
company ' s current operating license. The company initiated its License Amendment Request 
application in 2007 . In June 2009 PEF commissioned an "Expert Panel" to review its Final 
Draft-CR3 EPU Licensing Report. The panel determined that the application would not receive 
NRC approval as written, requiring the company to expend resources to strengthen the submittal. 
The company ' s internal findings clearly identify poor management oversight and lack of the very 
specific type of expertise to perform the task as the critical reasons for the deficient draft 
application. In total , the company contracted with AREVA for to 
complete the required work. This is discussed in greater detail in section 3.1.1 and 3.1.2. 

Audit staff recommends that the Commission consider whether the 
for the LAR restructuring/rewrite and additional engineering scope by AREV A resulted 
from inadequate management oversight. 

5 EXECUTrvE SUMMARY 
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2.0 Levy Nuclear Project 

2.1 Levy Key Project Developments 

Progress Energy Florida shifted its efforts on the Levy Nuclear project from both 
component construction planning and licensing approval to focus largely on licensing work. 
Specifically, the company made the decision to shift its construction schedule by a minimum of 
60 months and delay all construction initiatives until the issuance of the Combined Operating 
License (COL) in late 2012 or early 2013. The company anticipates the new in-service dates for 
Units 1 and 2 to be 2021 and 2022, respectively. PEF states that there are several factors that 
influenced this decision, including delays in the COL application review process at the NRC, 
delays with the design certification for Westinghouse's AP1000, current economic conditions, 
and both federal and state regulatory uncertainties. 

2.1.1 Significant Events 

EPC Contract 
In April 2009, the company announced that there would be a minimum 20-month shift in 

the construction schedule for its Levy nuclear project. This resulted from NRC's decision 
concerning the company's limited work authorization application. As a result of this decision, 
the milestone dates established in the EPC contract signed in December 2008 were no longer 
feasible. The company spent most of 2009 and first-quarter 2010 assessing its long-term 
schedule options. As a result of the company's decision to delay the project, an amendment was 
added to the contract allowing for a shift in the project milestone dates. 

Project chcdulc Evaluation 
On April 30, 2009, the company notified the Consortium that it was enacting the partial 

suspension clause of the EPC contract for a period of at least 20 months. This partial suspension 
covered the period originally intended to complete the pre-construction work as outlined in its 
Limited Work Authorization application. During this same period, PEF started evaluating the 
impact of this delay on the overall EPC contract schedule. The company requested that the 
Consortium evaluate the cost and schedule impact of six different schedule-shift scenarios. 
Three scenarios considered a 24-month shift in Unit 1 combined with an 18, 36, and 60 month 
shift in Unit 2. The other three considered a 36-month shift in Unit 1 with a similar 18, 36, and 
60 month shift in Unit 2. 

On August 13, 2009 the Consortium responded to PEF's request with a detailed analysis 
and assessment of each scenario. The Consortium determined that the two scenarios for a 60­
month spread between Unit 1 and Unit 2 were not viable options. The 60-month spread would 
eliminate the cost and labor benefits of dual construction; essentially creating two separate build 
projects with separate resource deployments. 

When considering the remaining four criteria, the Consortium took a "bookend" 
approach-analyzing the least-impact scenario and the greatest-impact scenario. With this 
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approach, the Consortitun performed the requested cost and schedule impact analysis on two 
options: a 24 month shift in Unit 1 with an 18 month shift in Unit two and a 36 month shift in 
Unit 1 with a 36 month shift in Unit 2 option. PEF agreed with this approach, and the 
Consortium developed a cost for the two schedule shift . The Consortium 
estimated a cost impact of 

This estimate is based on the original 2007 contract dollars and include only EPC 
related costs. 

The company presented its assessment and the Consortium's analysis results to its Senior 
Management Committee on October 15, 2009. The committee expressed concern that these shift 
scenarios may not provide the best long-term option given the current economic conditions 
within the state. The project team was asked to reevaluate the schedule with additional longer­
term suspension options. Specifically, the committee requested that the team evaluate the 
following options: 

Cancel the Levy Project; 

Cancel the ex isting EPC contract with the Cons0l1ium while continuing the 
COL application; 

Cancel the current EPC Purchase Orders, and suspend the EPC contract 
while maintaining all beneficial Terms and Conditions while the company 
continues to work to obtain the COL; 

Continue as planned with the 3611 8 schedule shift. ' 

and Consortium 
company signed the 

On February 15, 20 10, the project team presented the Senior Management Committee its 
assessment of the three options discussed in October, and recommended that the Levy project 
move forward under a long-ternl schedule-shift while preserving the Terms and Conditions of 
th EPC contract (bullet 3 above). With this shift, the focus of the project would become the 
COL approval. TIle Senior Management Committee approved this proposal and the company 
continued its negotiations with the Consortium t amend the EPC contract. 

In March 201 0, the company and onsortium agreed to shift the ate 
to accommodate the company' s Board of Directors meeting scheduled for March 17, 2010. At 
this meeting, the Chairman of Progress Energy presented to the company's Directors a plan to 
move forward with the long-term schedule shift option and amend the EPC to preserve its 

1 PEF Response to taff Data Request 3.2. 
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current terms and conditions. On March 26, 20 I 0 the parties signed Amendment 3 of the EPC 
contract to resolve the impact of the schedule shift. 

Contract Eden ion 
Amendment 3 to the EPC 

will initiate the negotiation process once the 

The amendment allowed the company to maintain 

The amendment maintains this 

Consortium and the overall . ect through the licensing process. 
for canceling the contract 

_ through 
currently projected to be late 2012 to early 2013. Audit staff notes that while the company states 
it is committed to moving the project forward, this amendment allows the company additional 
time to monitor the project's feasibility and the practicality of cancellation without exposing the 
ratepayer to additional risk. 

Long-Lead Material Purcbase Order 
In addition to negotiating a viable amendment to the EPC contract, the company is also in 

negotiations to resolve the outstanding Purchase Orders for the project. After the signing of the 
Letter of Intent in March 2008 and later incorporated into the EPC contract in December 2008, 
the Consortium initiated Purchase Orders for the necessary long-lead materials and equipment. 
With the minimum 60-month shift in schedule, the company requested the Consortium to 
evaluate and propose disposition options for these purchase orders. 

The company has. long-lead Purchase Orders valued at . Exhibit 1 lists 
the original purchase orders and their full contract amount. Management is considering several 
options for the disposition of these orders, including full cancellation of a purchase order, 

9 LEVY NUCLEAR PROJECT 
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completing the work as contracted and storing the quipment, storing component in its current 
state for future completion, or selling completed productfindividual components. 

EXHIBIT J Source: P£F Response to Staff Request 5. 1 

The company authorized in its 2010 IPP for the disposition of these orders. 
While PEF estimates the total cost at to complete this process, this may still be the 
most cost-effective resolution. The company and the Consortium must negotiate each Purchase 
Order with each vendor. As of '1 20 1 the decided to continue with the 

Project management is currently in negotiations to resolve the 
remaining purchase orders. The company anticipates that these efforts will continue through 
2010. 

Combined Operating License Application 
During 2009, several events impacted the schedule of the company's Combined 

Operating License appl ication (COLA) review timeline. When the NRC docketed PEF' s COLA 
in 2008, the schedule estimated a COL issuance in late 2011. However, the schedule has shifted 
to 2012, with the possibi lity that it may extend into 2013 . There are several factors that 
contributed to this shift, including the company's response time to the more complex and 
intricate RAJ requests, the complexity of the Levy geotechnical analysis, the NRC's review 
timeline, and the granting of a contested hearing. Additionally, independent of any Levy­
specific factors, delays in the revised AP 1 000 design certification by the NRC may impact the 
overall COL approval timeline. 

LEVY NUCLEAR PROJECT 10 
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Schedule 
In September 2009, the NRC notified PEF that its review process and the issuance of its 

Final Safety Evaluation Report (FSER) would take approximately two and a half months longer 
than originally scheduled. The NRC states that its original review schedule was established with 
the assumption that the company would respond to RAIs within 30 days of issuance. However, 
in a September 15, 2009 letter to PEF, the NRC states that: 

our schedule assumes that RAI responses will be submitted within 
30 days of receipt ... Although some of [PEF's] responses to 
geotechnical and structural engineering RAIs have been received 
within 30 days, many responses have been submitted later than the 
assumed 30 day time period. The revised safety review schedule 
in this letter accounts for the actual submittal dates of [PEF' s] RAI 

2responses.

The new schedule shifts the FSER issuance from estimated April 2011 to July 2011. 

On January 20, 2010 the NRC notified PEF that the review process and issuance of its 
Final Environmental Impact Statement (FEIS) would be delayed by approximately nine months. 
The original review schedule projected the FEIS issuance in September 2010, while the new 
estimate is July 2011 . The NRC referenced the complexity evaluating the groundwater 
modeling, floodplains compensation, and the Least Environmentally Damaging Practicable 
Alternative (LEOPA) summary. The company states the NRC submitted original and 
subsequent RAIs on the groundwater and LEOPA summary, requiring additional time for the 
company to collect, and the NRC to review, the necessary information. The company identified 
this risk in its Risk Matrix schedule, although it was not ranked as a significant risk. 

RAl Timetines 
The NRC references the company's response time to its RAIs as one reason for extending 

the COLA review timeline. The company defends its response time, stating that given the 
complexity of the environmental and geotechnical aspects of the Levy site, the established 30­
day turnaround was not achievable. The company states that the Joint Venture Team-the 
contractors responsible for the COLA submittal--did what was necessary to compile, analyze, 
and respond to each RAI in a timely manner. 

PEF states that it received a total of 731 RAIs through March 2010. Of these, 148 
involved environmental issues and 583 were safety-related issues. The company states that of 
the environmental RAIs having specified due dates, the company met the date 99 percent of the 
time. For the safety-related RAIs that included a specified response date, the company states it 
met the established due date 70 percent of the time. 

In addition to the shift in the FEIS and FSER schedule, the Atomic Safety and Licensing 
Board granted two environmental contentions to the application. This decision will require a 
separate evidentiary hearing to be held in addition to the mandatory hearing required by the COL 
approval process. Because the contentions involve environmental and safety issues, the FEIS 

2 PEF Response to Staff Data Request 4 .1 OA, Bates 000012 
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and the FSER must be issued prior to the start of the contested hearing. The contested hearing 
and the mandatory hearing can occur in parallel but this is not guaranteed. The combination of 
delays in the FEIS timeli ne and the contested hearing has moved the COL issuance to late 2012. 

Along with the Levy-specific COLA delays, Westinghouse has experienced delays in its 
design certification of the APIOOO. In September 2009, the RC notified Westinghouse that it 
would require more information concerning its reactor shield design. This issue, along with the 
remaining design certification revision 16 and 17 issues, has extended the NRCs approval of the 
[mal APIOOO certification. The current schedule anticipates certification to occur prior to the 
Levy COL timeline, however, if additional delays occur in the design certification, the Levy 
COL issuance could be delayed past the late 2012 ti meline. 

Levy Transmission 
In conjunction with the overall project schedule shift, the company has suspended its 

efforts to design and develop the new Levy transmission corridors. Once the company 
implemented the long-term schedule shift, the transmission project team suspended its 
engineering and design work. The company will continue this work once a new project timeline 
is developed. 

The company completed two Levy transmission projects during 2009. The project team 
determined that it was cost-effective to complete this work as planned, rather than delaying it to 
a future date. One project involved offsett ing the cost to upgrade a section of poles being 
in tailed along the planned Levy transmission corridor. While these poles were being installed 
for distribution lines, the company used poles rated to support both distribution and transmission. 
This eliminated the need to install or replace poles at a future date. 

The second proj ct was the installation of three switches at the Crystal River Energy 
Compl x ' s (CREe) switchyard. he Levy plant will connect to the company's existing 
transmission facilities at this site. To complete this connection, three new switches were 
required at the facility. During 2009, the company had a unique opportunity to complete this 
work with minimal impact to the operation of the units at the CREe. Both CREC Unit 3 and 
Unit 5 were offline concurrently during the fall of 2009, allowing this work to be performed with 
minimal interruption to generation. 

2.1.2 Impact on Schedule and Cost 
PEF's decision to focus its efforts solely on regulatory approval will impact the overall 

project timeline and total cost. As of the 2009 NCRC hearing, the company anticipated at least a 
20 month delay to its original in-service date of 20 16. However, the company recognizes that 
th schedule shift wi ll be far greater than the original estimate. PEF states that there are delays 
in the AP IOOO design certification. There have been additional delays in the NRC COLA 
appli cation process and the current depressed national and state economic conditions have not 
significantly improved. These factors influ nced the company' s decision to shift the project 
schedule into the early 2020s. 

LEVY NUCLEAR PROJECT 12 
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chedule 
The company's current timeline for a 2021 Unit 1 in-service date and 2022 for Unit 2 

represents a minimum 60-month shift from its original 2016 and 2017 timeline. PEF notes that 
the 2021 timeline is only an estimate, as specific construction milestone dates will not be 
negotiated with the Consortium until the COLA is further along in the review process. Exhibit 2 
details the 2008 schedule established in the EPC and the company ' s most recent target timeline. 

Unit 2 Testing & SI~r1up 

2008 Estimated Schedule 2010 Estimated Schedule 

EXHIBIT 2 Source' PEF Response to StaffData Request 3. /-2 1 

Cost 
PEF estimates that there will be an increase in project cost as a result of the shift in 

schedule. In 2008, the company estimated the total project cost, excluding AFUDC, at .. 
The 2010 estimate, using the 202112022 in-service date as its . ects the cost at 

This represents an approximate . Exhibit 
3 tracks the company' s estimated total project costs for the years 2008-2010. 

PEF Estimated Levy Project Cost Over Time 
2008-2010 

EXHIBIT 3 Source. PEF IPP 2008 & 2010 
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The company revised its Integrated Project Plan (IPP) in April 2010 and identified areas 
where increases are expected to occur. These include in reases for both the transmission and 
generation projects. Exhibit 4 details the areas of increase and estimated cost . . As the 
exhibit shows, escalation resulting from the schedule-shift , projected at compnses 
the majority of the increase. 

Other Costs: PGN labor, Spare Parts, Insuranc , Taxes, Temporary facilities, 
COLA, Construction Power, Emergency Preparednes , Environmental .. 
Protection, Other 
Totill 

EXHlBIT4 Source: PEF Response /(I SfCifj Datu Request';.3 

In the near-term, PEF notes that the schedule shift will delay the major construction costs, 
which will defer the cost impact on its rate base duri this period of slow economic growth. 
The April 2010 lPP authorized approximately in spending over the next three years 
for the Lev ' in 2010, the company anticipates expenditures of .. 

for the disposition of the ead items outlined in the 
EPe contract. For 2011 and 2012, the company authorized 
respectively. Exhibit 5 detail s the breakdown of anticipated Levy costs for 2010 through 2012. 

Total 
EXHJBIT5 • Duree.' rEF Re.lpon.H! 10 StaffData Reque.l/ -1.3 
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As noted, PEF evaluated the cost of canceling the project versus the term schedule 
shift. The company states that the estimated cost to cancel the project was while 
the anticipated cost to extend the schedule and renegotiate the contract was 3 If 
the company remains committed to completing the project, the cost differential is necessary. 

Project Organization 
As a result of the schedule shift and the deferral of the construction schedule, the 

company is restructuring its nuclear organization in second quarter 2010. The new organization 
will incorporate the Nuclear Construction group, Non-nuclear Construction, and the Nuclear 
Operational Readiness group. The new organization will be titled New Generation Programs and 
Projects. The group will be managed by the current Vice President of Nuclear Construction. 
The new organization will be responsible for all major construction projects within Progress 
Energy. It will allocate resources to both nuclear and non-nuclear generation projects through 
the company. 

In 2009, the company implemented an Operational Readiness group to plan and prepare 
for the operation of the Levy Nuclear facility. PEF management states that this organization was 
responsible for developing a program to hire and train the specialized work-force necessary to 
operate the plant. Also, this team is involved in the oversight of the required on-site training 
facility. PEF believed that given the complexity of its work scope, it was necessary to initiate 
this organization at the onset of project implementation. 

The company states that when the Operational Readiness organization was formed in 
2009, PEF believed that the schedule shift would be between 20 and 36 months. Management 
believed that with this medium-term shift in the overall project schedule, the Operational 
Readiness team was still necessary and timely. When the company made the decision to enact a 
long-term schedule shift, the role of the Operational Readiness group was seen as less time 
critical. As a result, the team will be incorporated into the newly formed New Generation 
Programs and Projects division, while the Vice President of Operational Readiness plans on 
retiring in 2010. 

Audit staff recognizes the important role the Operational Readiness group will have in 
the successful implementation of the future Levy Nuclear plant. It will take time for the 
company to develop the necessary training regiment and recruit a qualified operating staff for the 
new plant. However, audit staff has concerns about the timing and resources placed on this 
group during 2009, given the schedule flux and the company's consideration to cancel the 
project. 

Audit staff recognizes that 2009 represented a shift in the company's commitment to the 
Levy project. In prior years, the company placed significant resources and management support 
into ensuring a swift development and construction timeline. However, in 2009 the company 
was wavering in its commitment to the project. Cancellation was considered by senior 
management, and it appears that had the company not been able to negotiate the favorable 
outcome with the Consortium, senior management would not have moved forward with the 
current project. Audit staff also notes that the EPC Amendment three places the project in a 

3 April 30, 2010 Testimony of Mr. John Elnitsky, Docket 100009-EI. 
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