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I.I.I.I.    INTRODUCTIONINTRODUCTIONINTRODUCTIONINTRODUCTION    1 

Q.Q.Q.Q.    Would you state your name, occupation and business address?Would you state your name, occupation and business address?Would you state your name, occupation and business address?Would you state your name, occupation and business address?    2 

A. My name is Nancy A. Campbell.  I am employed as a Public Utilities Financial Analyst 3 

by the Minnesota Department of Commerce, Division of Energy Resources (DOC or 4 

Department).  My business address is 85 7th Place East, Suite 500, St. Paul, 5 

Minnesota 55101-2198. 6 

 7 

Q.Q.Q.Q.    Are you the same Nancy A. Campbell who submitted Direct Testimony earlier in this Are you the same Nancy A. Campbell who submitted Direct Testimony earlier in this Are you the same Nancy A. Campbell who submitted Direct Testimony earlier in this Are you the same Nancy A. Campbell who submitted Direct Testimony earlier in this 8 

proceedinproceedinproceedinproceedingggg????    9 

A. Yes. 10 

 11 

II.II.II.II.    PURPOSEPURPOSEPURPOSEPURPOSE    12 

Q.Q.Q.Q.    What is the purpose of your testimony?What is the purpose of your testimony?What is the purpose of your testimony?What is the purpose of your testimony?    13 

A. The purpose of my Surrebuttal Testimony is to respond to other parties’ Rebuttal 14 

Testimony regarding the issues I raised in my Direct Testimony.  Specifically, I 15 

respond to the following Rebuttal Testimony witnesses from Northern States Power, 16 

d/b/a Xcel Energy (Xcel or the Company) and from the Office of Attorney General – 17 

Antitrust and Utilities Division (OAG-AUD): 18 

• David Sparby, Company witness who addressed Monticello Prudency, 19 

Oversight, and Policy; 20 

• Timothy O’Connor, Company witness who addressed Final Program Costs, 21 

Recent Nuclear Regulatory Commission (NRC) Issues, Program 22 

Management, and Separation Analysis between the Life Cycle 23 

Management (LCM) and Extended Power Uprate (EPU);  24 
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• James Alders, Company witness who addressed Resource Planning and 1 

Project Economics; 2 

• Richard J. Sieracki, Company witness who addressed Project Management 3 

Prudence; 4 

• J.A. Stall, Company witness who addressed Project Scope and Design; and, 5 

• John Lindell, OAG-AUD witness who addressed the Monticello LCM & EPU 6 

Projects Overall. 7 

 8 

Q.Q.Q.Q.    How have you organized your Surrebuttal Testimony?How have you organized your Surrebuttal Testimony?How have you organized your Surrebuttal Testimony?How have you organized your Surrebuttal Testimony?    9 

A. I organized my Surrebuttal Testimony by topic and summarized witnesses’ comments 10 

on each topic.  The following are the topics I address: 11 

• Continuing human performances concerns by the NRC at both the 12 

Monticello and Prairie Island (PI) Nuclear Plants; 13 

• Overstatement of Benefits by the Company for Monticello LCM and EPU 14 

Projects; 15 

• Separately filed and approved certificates of need (CNs) with separate 16 

costs estimates for Monticello LCM and Monticello EPU Projects, which 17 

clearly support a need for separate accounting and tracking of the costs 18 

for both Monticello LCM and Monticello EPU Projects; 19 

• Budget problems and cost overrun amounts for Monticello LCM and EPU 20 

Projects; 21 

• Lack of communication by the Company regarding the cost overrun with 22 

the Commission and interested parties;  23 
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• Prudency concerns and forensic accounting analysis; 1 

• Reasonableness of Department’s recommendations; and, 2 

• Summary of Department’s and AUD-OAG’s recommended adjustments. 3 

 4 

III.III.III.III.    CONTINUING HUMAN PERCONTINUING HUMAN PERCONTINUING HUMAN PERCONTINUING HUMAN PERFORMANCE CONCERNS BYFORMANCE CONCERNS BYFORMANCE CONCERNS BYFORMANCE CONCERNS BY    THE NTHE NTHE NTHE NRC RC RC RC     5 

Q.Q.Q.Q.    How dHow dHow dHow did Mr. Sparbyid Mr. Sparbyid Mr. Sparbyid Mr. Sparby    respond to your comments regarding performance concerns respond to your comments regarding performance concerns respond to your comments regarding performance concerns respond to your comments regarding performance concerns 6 

raised by the NRC for the Monticello nuclear plant?raised by the NRC for the Monticello nuclear plant?raised by the NRC for the Monticello nuclear plant?raised by the NRC for the Monticello nuclear plant?    7 

A. First, he indicated that the Company takes NRC concerns very seriously and the safe 8 

operation of the Monticello nuclear plant is the Company’s top priority.  He then 9 

referenced Mr. O’Connor’s Rebuttal Testimony to further explain that these NRC 10 

activities do not reflect poor performance or safety at the Monticello plant.  Mr. 11 

Sparby concluded that the Monticello plant is in a healthy condition and 12 

modifications made during the LCM and EPU projects have positioned the Company 13 

to provide an additional 20 years of service from this plant.  NSP Ex. ___ at 29 14 

(Sparby Rebuttal). 15 

 16 

Q.Q.Q.Q.    What information did Mr. O’Connor providWhat information did Mr. O’Connor providWhat information did Mr. O’Connor providWhat information did Mr. O’Connor provide regarding performance concerns raised e regarding performance concerns raised e regarding performance concerns raised e regarding performance concerns raised 17 

by NRC for the Monticello nuclear plantby NRC for the Monticello nuclear plantby NRC for the Monticello nuclear plantby NRC for the Monticello nuclear plant????    18 

A. Mr. O’Connor addressed the NRC concerns, and reemphasized that none of the 19 

concerns raised by NRC constitute safety violations or create risk to the community.  20 

He also noted that the Company is taking the NRC compliance obligations very 21 

seriously.  Mr. O’Connor addressed the external flood control issue that resulted in a 22 

“yellow” finding from NRC, indicating that the Company has done necessary work to  23 
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 address this flood issue and is awaiting a follow-up NRC inspection to resolve the 1 

issue. NSP Ex. ___ at 33-34 (O’Connor Rebuttal). 2 

 3 

Q.Q.Q.Q.    What other NRC concerns did Mr. What other NRC concerns did Mr. What other NRC concerns did Mr. What other NRC concerns did Mr. O’O’O’O’Connor addressConnor addressConnor addressConnor address????    4 

A. He discussed the weld inspection issue and human performance issues that I noted 5 

in my direct testimony in which the NRC has raised (along with the external flood 6 

control issue) at the March 31, 2014 public meeting.  DOC Ex. ___ at 3-4 (Campbell 7 

Direct).  Regarding the Monticello weld inspection issue, he provided the following 8 

explanation: 9 

Last October, during the spent fuel dry cask loading 10 
campaign, the NRC observed that a cask closure weld 11 
was not properly post-weld dye penetration 12 
inspected/examined.  This brought into question the 13 
adequacy of cask closure and its ability to be 14 
transported off the refueling floor to the on-site storage 15 
facility.  Since that time we have been working with the 16 
designer of the cask and the NRC on alternative 17 
methods to accept the cask closure welds.  An 18 
Engineering Evaluation and weld design margin 19 
calculations were conducted by the vendor that supports 20 
the adequacy of the welds in lieu of post-weld dye 21 
penetration examinations.  The weld design margin 22 
calculation and other evaluations and data were formally 23 
submitted to the NRC, under their Exemption Request 24 
process, on July 16, 2014.  It will take the NRC several 25 
months to review the request and grant the Company 26 
permission to move the cask to the on-site storage 27 
facility.  We are looking at options to conduct physical 28 
repairs should the Exemption Request not be granted.    29 

  NSP Ex. ___ at 35 (O’Connor Rebuttal). 30 

 31 

Q.Q.Q.Q.    What was Mr. O’Connor’s response regarding the human performance issues?What was Mr. O’Connor’s response regarding the human performance issues?What was Mr. O’Connor’s response regarding the human performance issues?What was Mr. O’Connor’s response regarding the human performance issues?    32 

A. He noted that the human performance issues stem from several examples where 33 

human performance contributed to findings of low safety significance identified by  34 
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 the NRC.  However, in aggregate, he acknowledged that the NRC determined that 1 

these issues crossed a threshold for what the NRC calls a Substantive Cross-Cutting 2 

finding in the area of human performance.  He noted that the performance concerns 3 

were determined to be manifested in inadequate procedure and work instructions 4 

preparation and usage, attributed to loss of experience and skills with the Operations 5 

Department.  He also noted interim actions have been put in place by Monticello to 6 

bridge the gaps going forward, such as additional Control Room Oversight and 7 

coaching.  Finally, he noted that contractor procedure usage was another area of 8 

human performance; he indicated that supplemental workers had less experience, 9 

which contributed to issues at the last Monticello EPU refueling outage.  NSP Ex. ___ 10 

at 35-36 (O’Connor Rebuttal). 11 

 12 

Q.Q.Q.Q.    DDDDoes oes oes oes the the the the NRC continue to have ongoing concerns with human performance concerns NRC continue to have ongoing concerns with human performance concerns NRC continue to have ongoing concerns with human performance concerns NRC continue to have ongoing concerns with human performance concerns 13 

at both the Monticello and PI Nuclear Plantsat both the Monticello and PI Nuclear Plantsat both the Monticello and PI Nuclear Plantsat both the Monticello and PI Nuclear Plants????    14 

A. Yes.  While I believe Xcel is attempting to remedy the issues, I note that, as the two 15 

recent NRC letters attached to my surrebuttal testimony indicate, both dated 16 

September 2, 2014, NRC continues to note the ongoing human performance 17 

concerns based on mid-cycle performance review by NRC of PI and Monticello.  DOC 18 

Ex. ___ at NAC-S-1 (Campbell Surrebuttal). 19 

 20 

Q.Q.Q.Q.    What specific concerns has the NRC raised in the September 2, 2014 letter for the What specific concerns has the NRC raised in the September 2, 2014 letter for the What specific concerns has the NRC raised in the September 2, 2014 letter for the What specific concerns has the NRC raised in the September 2, 2014 letter for the 21 

Monticello Nuclear Plant?Monticello Nuclear Plant?Monticello Nuclear Plant?Monticello Nuclear Plant?    22 

A. The NRC again noted the Yellow finding related to the failure to maintain a procedure 23 

addressing all of the effects of an external flood scenario on the plant.  Specifically,  24 
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 NRC identified the failure of the Company to be able to support timely 1 

implementation of flood protection activities within the 12-day timeframe stated in 2 

the safety analysis report.  Specifically, NRC noted the following concerns related to 3 

the Monticello Nuclear Plant: 4 

The NRC identifies substantive cross-cutting issues 5 
(SCCIs) to communicate a concern with the licensee’s 6 
performance in a cross-cutting area and to encourage 7 
the licensee to take appropriate actions before more 8 
significant performance issues emerge.  The NRC 9 
identified a cross-cutting theme in the Human 10 
Performance, Conservative Bias aspect (H.14).  11 
Specifically, five inspection findings for the current 12-12 
month assessment period were a cross-cutting aspect of 13 
H.14, “Individuals use decision-making practices that 14 
emphasize prudent choices over those that are simply 15 
allowable.”  The NRC determined that an SCCI exists 16 
because the NRC has a concern with your staff’s scope 17 
of effort and progress addressing the cross-cutting 18 
theme associated with Human Performance, 19 
Conservative Bias (H.14).  Specifically, the NRC noted 20 
that your staff missed an early opportunity to identify this 21 
SCCI and, therefore failed to recognize that the SCCI 22 
affected overall plant performance.  As a result, 23 
corrective actions to address the SCCI were 24 
unnecessarily delayed resulting in continued, declining 25 
performance in this area. 26 

 27 
In October 2013, after an adverse trend was identified in 28 
your corrective action program for three NRC-identified 29 
issues associated with this cross-cutting aspect, your 30 
staff determined that an apparent cause evaluation was 31 
necessary to address this issue.  The apparent cause 32 
evaluation was subsequently cancelled and justifications 33 
were determined to be incorrect and delayed full 34 
understanding of the significance of the lack of 35 
conservative bias in decision making until April 2014, 36 
after another three NRC-identified findings with related 37 
H.14 aspects had been identified during the first quarter 38 
2014.  In total, six NRC-identified findings with H.14 39 
aspects had been identified between February 2013 and 40 
April 2014.  In May 2014, your staff completed a root 41 
cause evaluation which concluded that these issues 42 
reflected current organizational behavior and resulted   43 
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from inadequate decision making and delayed corrective 1 
action from prior, similar issues.  In particular, the root 2 
cause evaluation noted that the failure to take corrective 3 
actions in October 2013 was a result of underlying 4 
organizational behaviors.  Given these circumstances 5 
and the recency of your additional actions, we cannot 6 
conclude that the corrective actions will be fully effective 7 
in addressing the cross-cutting theme. 8 
 9 
This human performance SCCI will remain open until the 10 
number of findings with a cross-cutting aspect of H.14 is 11 
reduced, the corrective actions taken to mitigate the 12 
cross-cutting theme prove effective, and sustained 13 
performance improvement is observed in the H.14 14 
aspect of the human performance area.  The NRC will 15 
monitor your staff’s effort and progress in addressing 16 
the SCCI by evaluating your corrective action program, 17 
any root cause evaluations for the SCCI, and 18 
performance improvement initiatives. 19 

 20 
 The NRC also noted additional inspections by the NRC, beyond Routine inspections, 21 

through December 31, 2015.  DOC Ex. ___ at NAC-S-1 (Campbell Surrebuttal). 22 

 23 

Q.Q.Q.Q.    Are you surprised by the ongoing problems the Company continues to have with the Are you surprised by the ongoing problems the Company continues to have with the Are you surprised by the ongoing problems the Company continues to have with the Are you surprised by the ongoing problems the Company continues to have with the 24 

NRC regarding human NRC regarding human NRC regarding human NRC regarding human performances concerns?performances concerns?performances concerns?performances concerns?    25 

A. Yes.  As noted in my Direct Testimony, the Company noted at the March 31, 2014 26 

public meeting and in response to Department information request 116 that these 27 

NRC human performance issues were being addressed.  The NRC letter above noted 28 

that Xcel provided information in May, 2014, but the NRC appears far from satisfied 29 

based on the above cited comments from the NRC’s September 2, 2014 letter 30 

regarding Monticello.  DOC Ex. ___ at NAC-2 (Campbell Direct) and DOC Ex. ___ at 31 

NAC-S-1 (Campbell Surrebuttal).  32 
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Q.Q.Q.Q.    Do Do Do Do the the the the concerns raised by NRC resultconcerns raised by NRC resultconcerns raised by NRC resultconcerns raised by NRC result    in in in in increaseincreaseincreaseincreases tos tos tos to    overall costs of nuclear costs?overall costs of nuclear costs?overall costs of nuclear costs?overall costs of nuclear costs?    1 

A. Yes, in my view.  Clearly nuclear operations costs will be higher due to increased NRC 2 

review and required responses to NRC, including additional NRC inspections.  3 

Another clear example of higher costs is the weld cask test issue that the Company 4 

and the Company’s vendor did incorrectly as noted in my Direct Testimony in my 5 

Background Section and that Mr. O’Connor discussed above.  Certainly, costs related 6 

to the Company having to figure out an alternative method to address the post-weld 7 

issue, plus requesting an exemption from the NRC are increasing nuclear costs.   8 

  Another example is the human performance error that contributed to the 9 

NRC’s concerns regarding the EPU power ascension testing, as discussed on pages 10 

51-57 of my Direct Testimony and on pages 46-53 of my Surrebuttal Testimony in the 11 

current Xcel Rate Case in Docket No. E002/GR-13-868.1  For example, this human 12 

performance wiring error appears to have contributed to the EPU likely not being 13 

available until 2015.   14 

  In conclusion, clearly nuclear costs are unnecessarily increased when the 15 

Company has to redo its work, determine alternative ways to address incorrect 16 

welding, and ask for NRC exemptions, rather than performing work correctly the first 17 

time.   18 

  The record in this case reflects a theme of Xcel hurrying up to perform tasks 19 

without ensuring that the tasks are performed correctly and, thus, having to correct 20 

mistakes by having to redo work.  Xcel’s actions in this regard clearly contributed to  21 

                                                 
1 A copy of all referenced pages and attachments of my testimony from the current Xcel rate case have been 
attached to this testimony as NAC-S-2. 



 

Campbell Surrebuttal / 9 

 the higher costs, more than double the CN estimated costs, for the Monticello LCM 1 

and EPU projects.  DOC Ex. ___ at NAC-S-2 (Campbell Surrebuttal).    2 

 3 

IV.IV.IV.IV. OVERSTATEMENT OF BENEFITS BY THE COMPANY FOR MONTICELLO LCM AND EPU OVERSTATEMENT OF BENEFITS BY THE COMPANY FOR MONTICELLO LCM AND EPU OVERSTATEMENT OF BENEFITS BY THE COMPANY FOR MONTICELLO LCM AND EPU OVERSTATEMENT OF BENEFITS BY THE COMPANY FOR MONTICELLO LCM AND EPU 4 

PROJECTSPROJECTSPROJECTSPROJECTS    5 

Q.Q.Q.Q.    What are the What are the What are the What are the Company’s Company’s Company’s Company’s statementstatementstatementstatementssss    regarding regarding regarding regarding benefits for the Monticello benefits for the Monticello benefits for the Monticello benefits for the Monticello LCM and LCM and LCM and LCM and 6 

EPUEPUEPUEPU    ProjectsProjectsProjectsProjects????    7 

A. On pages 4 and 21 of his Rebuttal Testimony, Mr. Sparby stated that the Monticello 8 

LCM and EPU projects provided benefits of 671 MW of generation and 20 years of 9 

carbon-free baseload generation.  NSP Ex. ___ at 4, 21 (Sparby Rebuttal). 10 

 11 

Q.Q.Q.Q.    Do you haveDo you haveDo you haveDo you have    concerns and corrections regarding these statements?concerns and corrections regarding these statements?concerns and corrections regarding these statements?concerns and corrections regarding these statements?    12 

A. Yes.  First, the Monticello Plant continues to operate at the 600 MW pre-EPU level, 13 

not at 671 MW.  As I noted in my Opening Hearing Statement on page 3 in the 14 

current Xcel Rate Case (Docket No. E002/GR-13-868), Xcel did not show that the 15 

Monticello EPU (approximately 71 MW) would likely be available in 2014.2  As a 16 

result, the Department recommended a January 2015 assumed in-service date for 17 

purposes of ratemaking, since: 1) the EPU will likely not be available for customers in 18 

2014 and 2) customers are already paying replacement power costs in 2014.      19 

  Second, as noted in my Direct Testimony in the current Xcel Rate Case and 20 

attached to my Direct Testimony in this proceeding as Attachment NAC-13 21 

(specifically page marked NAC-9), for purposes of depreciation, the remaining life of  22 

                                                 
2 I note that on September 15, 2014, Xcel filed an event report with the NRC indicating a further reduction in 
power output due to a “trip of the 12 Reactor Recirc Pump.”  See link to NRC for more details:  
http://www.nrc.gov/reading-rm/doc-collections/event-status/event/2014/20140915en.html 
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 the Monticello Plant is 16.8 years as of January 1, 2014.  This fact means that the 1 

Monticello EPU Project (71 MW) will likely only be available for 15.8 years assuming a 2 

January 1, 2015 in-service date for purposes of rates as recommended by the 3 

Department. 4 

  Regarding the benefits of carbon-free generation, Mr. Shaw noted in his Direct 5 

Testimony that those benefit were incorporated in the analysis conducted in the 6 

2008 CN by applying a $17 per ton cost of CO2 emissions.  DOC Ex. ___ at 5 (Shaw 7 

Direct)  Further, while I agree that a nuclear plant provides carbon free benefits, for 8 

the more limited timeframe and MWs as corrected above, I think is important to 9 

remember that nuclear plants creates nuclear spent fuel that the Department of 10 

Energy still is not taking and likely will not take for years to come.  As a result, this 11 

nuclear spent fuel will need to remain in interim casks, which clearly has some 12 

environmental impacts. 13 

 14 

Q.Q.Q.Q.    What other Company witness addressed benefits of MonWhat other Company witness addressed benefits of MonWhat other Company witness addressed benefits of MonWhat other Company witness addressed benefits of Montitititicello LCM and EPU cello LCM and EPU cello LCM and EPU cello LCM and EPU 15 

Projects?Projects?Projects?Projects?    16 

A. Mr. O’Connor on page 9 and 10 of his Rebuttal Testimony stated that the NRC 17 

license is only valid until September 2030; I agree.  However, he goes on to state that 18 

the NRC and nuclear industry are well underway in developing extended license 19 

policies to ensure that the extended operating plants’ lives beyond 60 years (40 20 

initially and 20 for relicense) is safe, manageable, and economical.  He notes that 21 

the NRC refers to this initiative as the “subsequent license renewal” and he attached 22 

a White Paper from the Nuclear Energy Institute (NEI) discussing this initiative as  23 
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 Schedule 2 of his Rebuttal Testimony.  NSP Ex. ___ at 9-10 and Schedule 2 1 

(O’Connor Rebuttal).   2 

 3 

Q.Q.Q.Q.    Has Xcel shown Has Xcel shown Has Xcel shown Has Xcel shown that that that that it is reasonable in this proceeding for the Commission to it is reasonable in this proceeding for the Commission to it is reasonable in this proceeding for the Commission to it is reasonable in this proceeding for the Commission to 4 

consider benefits bconsider benefits bconsider benefits bconsider benefits beyond the eyond the eyond the eyond the term of the term of the term of the term of the NRC licenseNRC licenseNRC licenseNRC license    for Monticello for Monticello for Monticello for Monticello at this timeat this timeat this timeat this time????    5 

A. No.  The question of whether the operating life of Monticello would extend beyond 6 

2030 is far too speculative to give any weight, even with an NEI whitepaper, so the 7 

only supportable benefits are those up through 2030, per the current license.  8 

 9 

Q.Q.Q.Q.    Why do you conclude thatWhy do you conclude thatWhy do you conclude thatWhy do you conclude that    the Company the Company the Company the Company is is is is likely overstating its overall benefits for likely overstating its overall benefits for likely overstating its overall benefits for likely overstating its overall benefits for 10 

Monticello LCM and EPU projects?Monticello LCM and EPU projects?Monticello LCM and EPU projects?Monticello LCM and EPU projects?    11 

A. I believe that the Company is likely overstating its benefits of Monticello LCM and 12 

EPU projects regarding the actual MWs available and the actual time period these 13 

MWs are available because the costs were so high – more than double their actual 14 

CN estimates.  I conclude that the Company is attempting to find additional 15 

overstated benefits to make the Monticello LCM and EPU projects appear to be more 16 

cost-effective than they really are.   17 

 18 

V.V.V.V. SEPARATELY FILED AND APPROVED CNs WITH SEPARATE COSTS ESTIMATSEPARATELY FILED AND APPROVED CNs WITH SEPARATE COSTS ESTIMATSEPARATELY FILED AND APPROVED CNs WITH SEPARATE COSTS ESTIMATSEPARATELY FILED AND APPROVED CNs WITH SEPARATE COSTS ESTIMATES FOR ES FOR ES FOR ES FOR 19 

MONTICELLO LCM AND MONTICELLO EPU PROJECTS, CLEARLY SUPPORTS A NEED MONTICELLO LCM AND MONTICELLO EPU PROJECTS, CLEARLY SUPPORTS A NEED MONTICELLO LCM AND MONTICELLO EPU PROJECTS, CLEARLY SUPPORTS A NEED MONTICELLO LCM AND MONTICELLO EPU PROJECTS, CLEARLY SUPPORTS A NEED 20 

FOR SEPARATE ACCOUNTING AND TRACKING OF THE COSTS FOR BOTH MONTICELLO FOR SEPARATE ACCOUNTING AND TRACKING OF THE COSTS FOR BOTH MONTICELLO FOR SEPARATE ACCOUNTING AND TRACKING OF THE COSTS FOR BOTH MONTICELLO FOR SEPARATE ACCOUNTING AND TRACKING OF THE COSTS FOR BOTH MONTICELLO 21 

LCM AND MONTICELLO EPU PROJECTSLCM AND MONTICELLO EPU PROJECTSLCM AND MONTICELLO EPU PROJECTSLCM AND MONTICELLO EPU PROJECTS    22 

Q.Q.Q.Q.    On pages 19, On pages 19, On pages 19, On pages 19, 20 20 20 20 and 22 and 22 and 22 and 22 of your Direct Testimony, what reasons did you give fof your Direct Testimony, what reasons did you give fof your Direct Testimony, what reasons did you give fof your Direct Testimony, what reasons did you give for why or why or why or why 23 

it doesn’t make sense for Xcel to have tracked the LCM and EPU in one work order?it doesn’t make sense for Xcel to have tracked the LCM and EPU in one work order?it doesn’t make sense for Xcel to have tracked the LCM and EPU in one work order?it doesn’t make sense for Xcel to have tracked the LCM and EPU in one work order? 24 
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A. First, I noted that Xcel treated Monticello LCM and EPU projects as two separate 1 

projects for purposes of review and approval of the projects in CN proceedings before 2 

the Commission.  Thus, it is not reasonable for Xcel to have tracked these costs for 3 

purposes of accounting and regulatory compliance as if they were one project. 4 

  Second, Xcel’s decision to include all of the costs of the Monticello LCM and 5 

EPU projects estimated at $346 million in a single work order is not reasonable since 6 

doing so guarantees that the costs are not transparent. 7 

  Third, I noted that Xcel’s choice in tracking these costs resulted in needlessly 8 

higher costs for this prudency review since it was necessary for the Department to 9 

hire a consultant to split apart what Xcel never should have put together. 10 

  Fourth, the Company’s choice not to track costs separately for the Monticello 11 

LCM and EPU projects indicated the Company did not think it was important to track 12 

the costs approved by the Commission in the two separate CNs. 13 

  Fifth, the Company’s child orders for modification are labeled as being EPU, 14 

yet the Company claims in this proceeding that most of the costs are for the LCM.  15 

Ratepayers are entitled to the benefit of any doubt as to Xcel’s proposed showing of 16 

reasonableness and, thus, it is important to note that Xcel’s selection of a non-17 

transparent method of tracking costs appears to create significant doubt as to Xcel’s 18 

claims regarding costs being attributable to one project rather than the other.  DOC 19 

Ex. ___ at 19-20, 22 (Campbell Direct). 20 

 21 

Q.Q.Q.Q.    Does Mr. Does Mr. Does Mr. Does Mr. Sparby agreeSparby agreeSparby agreeSparby agree    with these reasons?with these reasons?with these reasons?with these reasons?    22 

A. No, Mr. Sparby disagreed and provided the following reasons for his disagreement: 23 
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• First, he noted that the Company accounted for the Program (Monticello 1 

LCM and EPU projects) as an integrated initiative based on the Company’s 2 

conscious decision to implement the Program in the same manner.   3 

• Second, he noted that the premise of an integrated program was to 4 

replace older with newer equipment necessary to support the 20-year life 5 

extension as well as the uprate.  Thus, he indicated that the modeling for 6 

the CN included total cost with a portion assigned to the EPU. 7 

• Third, he stated that he does not see how the Company could have 8 

implemented the Program without combining the LCM and EPU together 9 

without substantially expanding the cost of the Program.   10 

• Finally, Mr. Sparby concluded that it would not be appropriate to 11 

implement EPU and LCM projects separately solely to make the 12 

accounting for the incurred costs separate or easier.  NSP Ex. ___ at 30-31 13 

(Sparby Rebuttal). 14 

 15 

Q.Q.Q.Q.    How do you respond to Mr. Sparby’s reasons for why the Company doesn’t believe How do you respond to Mr. Sparby’s reasons for why the Company doesn’t believe How do you respond to Mr. Sparby’s reasons for why the Company doesn’t believe How do you respond to Mr. Sparby’s reasons for why the Company doesn’t believe 16 

they needed to separate the cost of the they needed to separate the cost of the they needed to separate the cost of the they needed to separate the cost of the Monticello EPU and LCM?Monticello EPU and LCM?Monticello EPU and LCM?Monticello EPU and LCM?    17 

A. First, I find it hard to believe that, despite the Company filing two separate CNs with 18 

two separate estimates for costs for the Monticello LCM and EPU projects that were 19 

approved by the Commission, the Company now claims that they did not have any 20 

obligation to track their costs and support their costs the way these costs were 21 

initially approved, separately.  I think the Commission should be very concerned with 22 

the Company’s position on this issue, and not only for purposes of this proceeding. 23 
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  Second, his argument about the modeling in the CNs is not consistent with 1 

the facts that were in the two CNs.  Mr. Shaw addresses this issue.  2 

  Third, I don’t agree nor has he provided support for his conclusions that 3 

because the Company was implementing the LCM and EPU together this fact 4 

somehow means that the Company can’t track the costs separately.  The Company 5 

performs plant outages all the time for nuclear, coal and gas plants, where there are 6 

several projects done at the same time during the plant outage and are tracked in 7 

separate work orders, so I respectfully disagree with these unsupported conclusions.  8 

I have attached Department information request no. 196 in Docket No. E002/GR-12-9 

961 as an example of the Company tracking costs for several projects in different 10 

work orders related to a spring 2012 outage for Xcel’s King Plant.  DOC Ex. ___ at 11 

NAC-S-3 (Campbell Surrebuttal).   12 

  Finally, I note that the statement in his rebuttal testimony is misleading since 13 

it implies that there was only one and not two separate CNs: 14 

The premise of an integrated Program was to replace old 15 
equipment that needed to be replaced with newer 16 
equipment necessary to support the 20-year license 17 
extension as well as the uprate.  Thus, our modeling for 18 
the Certificate of Need included the total cost with a 19 
portion assigned to the EPU.  I do not see how we could 20 
have implemented the Program otherwise without 21 
substantially expanding the cost of the Program. 22 
Xcel Ex. ___ at 31 (Sparby Rebuttal) 23 

 I might believe his concern about the higher costs of tracking the two projects 24 

separately if the Company had started with one combined CN for the LCM and EPU, 25 

with one cost estimate, and then later needed to separate the costs.  In fact, that is 26 

the point I made above and in my direct testimony, that Xcel’s choice to track these 27 

costs as they did resulted in needlessly higher costs for this prudency review since it  28 
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 was necessary for the Department to hire a consultant to split apart what Xcel never 1 

should have put together.  However, Xcel’s implication that there was only one CN 2 

was certainly not the case, as Mr. Shaw describes in his surrebuttal testimony. 3 

 4 

Q.Q.Q.Q.    Does any other witness address the separation of the LCM and EPU projects for Does any other witness address the separation of the LCM and EPU projects for Does any other witness address the separation of the LCM and EPU projects for Does any other witness address the separation of the LCM and EPU projects for 5 

ppppurposes of accounting and regulatory purposes?urposes of accounting and regulatory purposes?urposes of accounting and regulatory purposes?urposes of accounting and regulatory purposes?    6 

A. Yes.  Mr. Alders responded to my Direct Testimony where I indicated that the 7 

Company treated Monticello LCM and EPU projects as two separate projects for 8 

purposes of review and approval of the projects in CN proceedings before the 9 

Commission.  He then responded by saying that from a resource planning 10 

perspective, it would have been highly inefficient and inconsistent with the 11 

Company’s twin goals of preserving and increasing this generation resource for 12 

customers to pursue the LCM and EPU uprates separately.  Mr. Alders also stated 13 

that much of the equipment being replaced for the LCM purposes also need to be 14 

modified for the EPU, so planning for these needs concurrently maximized use of the 15 

Company’s resources.  NSP Ex. ___ at 9-10 (Alders Rebuttal). 16 

    17 

Q.Q.Q.Q.    How do you respond to Mr. Alders comments that from a resources planning How do you respond to Mr. Alders comments that from a resources planning How do you respond to Mr. Alders comments that from a resources planning How do you respond to Mr. Alders comments that from a resources planning 18 

prospective it was inefficient and inconsistent to not plan these projects prospective it was inefficient and inconsistent to not plan these projects prospective it was inefficient and inconsistent to not plan these projects prospective it was inefficient and inconsistent to not plan these projects 19 

concurrently?concurrently?concurrently?concurrently?    20 

A. First, I note that my comments in Direct Testimony were about my disagreement with 21 

the Company’s arguments that they didn’t or couldn’t track the costs of the LCM and 22 

EPU projects, when clearly the Company had filed for two separate CN with two  23 
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 separate costs estimates, so of course the Company should have expected to be held 1 

accountable to the cost overruns in the same manner, as separate projects.   2 

  Second, I don’t agree that it would have been inefficient and inconsistent to 3 

implement the LCM without the EPU if the EPU was not cost effective.  Mr. Shaw 4 

addresses the cost effectiveness of the EPU.  The Company certainly should know 5 

that they need to balance reasonable costs and benefits in a determination to 6 

acquire new resources and implement projects.  Clearly, approval of the EPU did not 7 

provide the Company with a blank check to recover any cost they incurred despite 8 

poor planning, poor oversight of vendors, start and stop problems with vendors, etc., 9 

as addressed by the Department’s consultants Mr. Crisp and Mr. Jacobs, and the 10 

human performance problems as I discuss above.   11 

  If the Company really believed they should still go ahead with the EPU project 12 

despite the cost increases they saw, then as soon as they were aware of the higher 13 

costs, and certainly in the NOCC in 2011 the Company should have notified the 14 

Commission and interested parties in that proceeding about expected significantly 15 

higher costs and done a rerun of their model to see if it was still cost-effective to 16 

proceed, rather than asking for recovery of all of the costs at the end of this 17 

implementation.   18 

 19 

Q.Q.Q.Q.    Does Mr. O’Connor also address the use of a single work order and the Company’s Does Mr. O’Connor also address the use of a single work order and the Company’s Does Mr. O’Connor also address the use of a single work order and the Company’s Does Mr. O’Connor also address the use of a single work order and the Company’s 20 

integrated integrated integrated integrated implementation of the Commission’s two separate CNsimplementation of the Commission’s two separate CNsimplementation of the Commission’s two separate CNsimplementation of the Commission’s two separate CNs????    21 

A. Yes.  On page 11 of his Rebuttal Testimony, Mr. O’Connor noted that Company 22 

witness Mr. Weatherby in his Direct Testimony described that all the costs were 23 

initially accounted for in a single common work order.  Mr. O’Connor also noted that  24 
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 the Governance Council/Financial Council approved the Monticello relicensing as an 1 

integrated initiative in a July 2003 presentation and additional information in August 2 

2006 attached as Schedules 4 and 5.  NSP Ex. ___ at 11 and Schedules 4-5 3 

(O’Connor Rebuttal).      4 

 5 

Q.Q.Q.Q.    How do you respond to Mr. O’Connor’s comments that all the costs were accounted How do you respond to Mr. O’Connor’s comments that all the costs were accounted How do you respond to Mr. O’Connor’s comments that all the costs were accounted How do you respond to Mr. O’Connor’s comments that all the costs were accounted 6 

for in a single work order and the Governance Council/Finance Council approved the for in a single work order and the Governance Council/Finance Council approved the for in a single work order and the Governance Council/Finance Council approved the for in a single work order and the Governance Council/Finance Council approved the 7 

Monticello LCM and EPU projects as an integrated Monticello LCM and EPU projects as an integrated Monticello LCM and EPU projects as an integrated Monticello LCM and EPU projects as an integrated initiative?initiative?initiative?initiative? 8 

A. Similar to comments above, I am very concerned that, despite the fact that the 9 

Company received approval for the EPU and LCM projects in separate CNs and with 10 

separate estimates, Xcel maintains that they didn’t have an obligation to track these 11 

costs separately.   12 

  Additionally, internal decisions made by Company via the Governance 13 

Council/Financial Council to handle the Monticello LCM and EPU projects as 14 

integrated projects should not in my view overrule the Commission’s approved CNs 15 

that had separate cost estimates.  I also don’t agree that the Company couldn’t have 16 

tracked separately for the LCM and EPU projects, and in light of approved separate 17 

costs estimates, I believe that the Company had a regulatory obligation to do so.  18 

 19 

VI.VI.VI.VI. BUDGET PROBLEMS AND BUDGET PROBLEMS AND BUDGET PROBLEMS AND BUDGET PROBLEMS AND COST OVERRUN AMOUNTS FOR MONTICCOST OVERRUN AMOUNTS FOR MONTICCOST OVERRUN AMOUNTS FOR MONTICCOST OVERRUN AMOUNTS FOR MONTICELLO LCM AND ELLO LCM AND ELLO LCM AND ELLO LCM AND 20 

EPU PROJECTSEPU PROJECTSEPU PROJECTSEPU PROJECTS    21 

Q.Q.Q.Q.    What does Mr. O’Connor say regarding your concern with the Company’s initial cost What does Mr. O’Connor say regarding your concern with the Company’s initial cost What does Mr. O’Connor say regarding your concern with the Company’s initial cost What does Mr. O’Connor say regarding your concern with the Company’s initial cost 22 

estimate of $346 million?estimate of $346 million?estimate of $346 million?estimate of $346 million?     23 
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A. First, I note that Mr. O’Connor’s question does not accurately reflect the concern I 1 

discussed in direct testimony, DOC Ex. ___ at 22-27 (Campbell Direct).  Specifically, 2 

the premise in Mr. O’Connor’s question was: 3 

The Department, through Ms. Campbell, criticizes the 4 
Company for its initial cost estimate of $346 million 5 
used in the certificate of need application for this 6 
initiative [footnote:  Campbell Direct at 22-27].  Do you 7 
agree that this was an unreasonable certificate of need-8 
level estimate? 9 
Xcel Ex. ___ at 43 (O’Connor Rebuttal) 10 

 However, that premise mischaracterizes my testimony since the focus of my cited 11 

testimony was on cost overruns, not the level of the initial cost estimates.  I note that 12 

DOC Witness Mr. Crisp discusses Xcel’s initial cost estimates for the two projects in 13 

his surrebuttal testimony. 14 

  Nonetheless, Mr. O’Connor indicated that based on the information the 15 

Company had at the time and the need to move promptly to capture the benefits for 16 

customers the $346 million estimate was reasonable.  He does go on to say that the 17 

Company could have spent more time upfront and perhaps developed a better 18 

budget.  NSP Ex. ___ at 43-44 (O’Connor Rebuttal). 19 

 20 

Q.Q.Q.Q.    How do you respond to Mr. O’Connor’s comments regarding the initial cost estimate How do you respond to Mr. O’Connor’s comments regarding the initial cost estimate How do you respond to Mr. O’Connor’s comments regarding the initial cost estimate How do you respond to Mr. O’Connor’s comments regarding the initial cost estimate 21 

of $346 million?of $346 million?of $346 million?of $346 million?    22 

A. First, I note that Mr. Shaw addresses in his surrebuttal testimony what Xcel was 23 

required to do in the 2004 resource plan.   24 

  Second, I note that DOC Witness Mr. Crisp discussed in his Direct Testimony 25 

(DOC Ex. ___ at 28-29 and elsewhere, Crisp Public Direct) how moving promptly (“fast 26 

track”) has not worked out very well for the Company or ratepayers, since the hurry- 27 
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 up approach involving planning and design work as construction progressed (as 1 

noted by DOC’s consultants) resulted in the Monticello LCM and EPU projects being 2 

significantly higher costs (specifically a 116% cost overrun).   3 

  Third, I am concerned that in past Commission proceedings the Company 4 

indicated that the Monticello plant was in good shape, as indicated in their low $345 5 

million initial cost estimate, so that limited equipment would need replacement, 6 

resulting in initial cost estimates that did not adequately represent the costs of the 7 

projects.  Yet in the current proceeding Mr. Sparby now claims that the capital 8 

investment was extensive:  “We essentially rebuilt an almost-new power plant around 9 

an existing core and reactor . . . “.  NSP Ex. ___ at 4 (Sparby Rebuttal). 10 

 11 

Q.Q.Q.Q.    Does Mr. O’Connor appear to agree with your Does Mr. O’Connor appear to agree with your Does Mr. O’Connor appear to agree with your Does Mr. O’Connor appear to agree with your statement that statement that statement that statement that total costs amounttotal costs amounttotal costs amounttotal costs amounted toed toed toed to    12 

$748.1 million for the Monticello LCM and EPU projects?$748.1 million for the Monticello LCM and EPU projects?$748.1 million for the Monticello LCM and EPU projects?$748.1 million for the Monticello LCM and EPU projects?    13 

A. Yes.  I appreciate that he accurately summarized this aspect of my testimony on 14 

pages 10 and 11 of his Rebuttal Testimony.  Specifically, my Direct Testimony 15 

referenced DOC information request 88, Attachment A which shows total costs of 16 

$752.6 million less a net reduction ($4.5 million) in estimated final costs in 2014 17 

offset by expected vendor credits, resulting in the final total cost for Monticello LCM 18 

and EPU projects of $748.1 million on a total company basis.  I also noted that the 19 

$748.1 million is comprised of $635.3 million for construction work in progress 20 

(CWIP), $28.0 million for retirement work in progress (RWIP)/removal costs, and 21 

$84.8 million for AFUDC, all on a total company basis.  NSP Ex. ___ at 10-11 22 

(O’Connor Rebutttal) and DOC Ex. ___ at 13-14 and NAC-8 (Campbell Direct). 23 
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Q.Q.Q.Q.    Did Mr. O’Connor respond to your request that the Company file an update on the Did Mr. O’Connor respond to your request that the Company file an update on the Did Mr. O’Connor respond to your request that the Company file an update on the Did Mr. O’Connor respond to your request that the Company file an update on the 1 

final costs for the Monticello LCM and EPU projects?final costs for the Monticello LCM and EPU projects?final costs for the Monticello LCM and EPU projects?final costs for the Monticello LCM and EPU projects?    2 

A.A.A.A.    Yes.  Mr. O’Connor agreed to provide an update on the final costs including an 3 

explanation of any differences between the $748.1 million as of March 31, 2014 4 

and the final costs provided in the Company’s Surrebuttal Testimony, as I requested.   5 

DOC Ex. ___ at 15 (Campbell Direct) and NSP Ex. ___ at 11 (O’Connor Rebuttal).   6 

 7 

Q.Q.Q.Q.    Did the Company include examples of nuclear LCM and EPU projects that other Did the Company include examples of nuclear LCM and EPU projects that other Did the Company include examples of nuclear LCM and EPU projects that other Did the Company include examples of nuclear LCM and EPU projects that other 8 

companies have companies have companies have companies have undertaken,undertaken,undertaken,undertaken,    including the ratio of final to initial costincluding the ratio of final to initial costincluding the ratio of final to initial costincluding the ratio of final to initial costssss????    9 

A. Yes.  Mr. O’Connor provided in his Table 3 what I expect are selected nuclear projects 10 

that had cost overruns.  NSP Ex. ___ at 38 (O’Connor Rebuttal). 11 

 12 

Q.Q.Q.Q.    What What What What do do do do you note based on your review of Table 3?you note based on your review of Table 3?you note based on your review of Table 3?you note based on your review of Table 3?    13 

A. I note that some of the cost overruns for three of the plants were relatively modest 14 

and had initial-to-final cost ratios of 1.22, 1.33 and 1.35, reflecting cost overruns of 15 

22% to 35%.  I note that another four plants had initial-to-final cost ratios of 1.6 to 16 

1.7, reflecting cost overruns of 60% to 70%.  Finally, I noticed that the two highest 17 

cost projects in his Table 3 were the Turkey Point/St. Lucie at a 2.2 ratio or a cost-18 

overrun of 120%.  By comparison, according to Table 3, Monticello was at a 2.1 ratio 19 

indicating a 110% cost overrun.  Updating Monticello to reflect the AFUDC costs as of 20 

March, 2014 for a total cost of $748.1 million moves that ratio to 2.16 or a cost 21 

overrun of 116%. NSP Ex. ___ at 38 (O’Connor Rebuttal).    22 
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Q.Q.Q.Q.    Are you concerned that Monticello appears to be tied with the Florida nuclear Are you concerned that Monticello appears to be tied with the Florida nuclear Are you concerned that Monticello appears to be tied with the Florida nuclear Are you concerned that Monticello appears to be tied with the Florida nuclear 1 

projects (Turkey Point and St. Lucie) for the highest cost nuclear plant projects (Turkey Point and St. Lucie) for the highest cost nuclear plant projects (Turkey Point and St. Lucie) for the highest cost nuclear plant projects (Turkey Point and St. Lucie) for the highest cost nuclear plant (LCM and EPU (LCM and EPU (LCM and EPU (LCM and EPU 2 

projects) projects) projects) projects) in the nation?in the nation?in the nation?in the nation?    3 

A. Yes, I am very concerned, especially in light of all the problems and concerns the 4 

Department identified in our review of Monticello which have certainly contributed to 5 

the unnecessary higher cost of Monticello LCM and EPU projects.  Overall, Table 3 6 

and the Department’s analysis all confirm that Xcel should have done better; there is 7 

no bragging right in being tied with the worst cost overruns. 8 

 9 

Q.Q.Q.Q.    Mr. Stall noted that the Florida Public Service Commission approved full cost Mr. Stall noted that the Florida Public Service Commission approved full cost Mr. Stall noted that the Florida Public Service Commission approved full cost Mr. Stall noted that the Florida Public Service Commission approved full cost 10 

recovery of the 120% cost overrun for recovery of the 120% cost overrun for recovery of the 120% cost overrun for recovery of the 120% cost overrun for Turkey Point;Turkey Point;Turkey Point;Turkey Point;    do you think that means the do you think that means the do you think that means the do you think that means the 11 

Commission shouCommission shouCommission shouCommission should grant full recovery on the Monticello LCM and EPU projects 116% ld grant full recovery on the Monticello LCM and EPU projects 116% ld grant full recovery on the Monticello LCM and EPU projects 116% ld grant full recovery on the Monticello LCM and EPU projects 116% 12 

cost overrun?cost overrun?cost overrun?cost overrun?    13 

A. No.  The Commission should base rate recovery of Monticello LCM and EPU projects 14 

based on the facts in this and other related Minnesota proceedings. 15 

 16 

VII.VII.VII.VII.    LACK OF LACK OF LACK OF LACK OF COMMUNICATION BY THE COMPANY REGARDING THE COST OVERRUN WITH COMMUNICATION BY THE COMPANY REGARDING THE COST OVERRUN WITH COMMUNICATION BY THE COMPANY REGARDING THE COST OVERRUN WITH COMMUNICATION BY THE COMPANY REGARDING THE COST OVERRUN WITH 17 

THE COMMISSION AND INTERESTED PARTIESTHE COMMISSION AND INTERESTED PARTIESTHE COMMISSION AND INTERESTED PARTIESTHE COMMISSION AND INTERESTED PARTIES    18 

Q.Q.Q.Q.    Does Mr. Does Mr. Does Mr. Does Mr. Sparby agreeSparby agreeSparby agreeSparby agree    with your statement that the Company did not communicate with your statement that the Company did not communicate with your statement that the Company did not communicate with your statement that the Company did not communicate 19 

adequately with the Commission, Department and Interest Parties about the hadequately with the Commission, Department and Interest Parties about the hadequately with the Commission, Department and Interest Parties about the hadequately with the Commission, Department and Interest Parties about the higher igher igher igher 20 

costs of the Monticello LCM and EPU costs of the Monticello LCM and EPU costs of the Monticello LCM and EPU costs of the Monticello LCM and EPU projectsprojectsprojectsprojects    and especially the increased costs for and especially the increased costs for and especially the increased costs for and especially the increased costs for 21 

the EPU?the EPU?the EPU?the EPU?    22 

A. He stated that in some respects the criticism is fair, but in some respects it is a bit 23 

unfair.  He stated that the Company’s “cost increases and Program implementation  24 
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 difficulties were not an unknown fact between 2011 and the present.”  Xcel Ex. ___ 1 

at 29-30 (Sparby Rebuttal).  He indicated that the Company’s 2011 rate case 2 

(Docket No. E002/GR-10-971) “prominently featured discussion of this point, even 3 

affecting the procedural schedule after the evidentiary proceeding.”  He indicated 4 

that the Company provided additional rate case updates in 2012 and 2013 and 5 

committed to the current prudency review in the 2012 rate case.  He stated that “we 6 

thought that made it clear that we intended to be transparent about the costs and 7 

difficulties we were facing.”  Id. at 30.  Finally, he stated his belief that the 8 

communication concern by the Department does not impact whether the costs were 9 

appropriate or should result in a material asset impairment.  Id. 10 

 11 

Q.Q.Q.Q.    Does Mr. Alders also address this communication concern raised by the Does Mr. Alders also address this communication concern raised by the Does Mr. Alders also address this communication concern raised by the Does Mr. Alders also address this communication concern raised by the 12 

Department?Department?Department?Department?    13 

A. Yes.  First, Mr. Alders noted that the Company did comply with the rules regarding 14 

changed circumstances in a CN, and references his Schedule 1.  He also noted that 15 

in late 2011, the Company filed a Notice of Change Circumstances with the focus of 16 

this filing being the delay in implementing the Monticello LCM and EPU projects until 17 

the 2013 outage.  Second, he noted that the Company provided updates in several 18 

Resource Plan proceedings (2004 and 2007 IRPs).  Third, Mr. Alders noted that the 19 

Company did not provide the cost information in the 2011 Notice of Change 20 

Circumstances (NOCC) because they had provided the cost information in the 21 

Company’s rate cases.  Fourth, he stated that the NOCC process “is not designed to 22 

address cost increase issues for ongoing projects.”  Xcel Ex. ___ at 15-17 (Alders 23 

Rebuttal).  24 
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Q.Q.Q.Q.    How do you respond to Mr. SparbyHow do you respond to Mr. SparbyHow do you respond to Mr. SparbyHow do you respond to Mr. Sparby’s’s’s’s    and Mr. Aldersand Mr. Aldersand Mr. Aldersand Mr. Alders’’’’    comments regarding your comments regarding your comments regarding your comments regarding your 1 

concern with not communicating higher costs of the Monticello LCM and EPU concern with not communicating higher costs of the Monticello LCM and EPU concern with not communicating higher costs of the Monticello LCM and EPU concern with not communicating higher costs of the Monticello LCM and EPU 2 

projects?projects?projects?projects?    3 

A. First, the Company lists the 2010 rate case, 2012 rate case, the 2004 and 2007 4 

CNs and 2011 NOCC where the Company communicated changes about Monticello 5 

LCM and EPU projects.  However, my communication concern, as correctly noted by 6 

Mr. Sparby, focused on the lack of meaningful communication of higher costs of the 7 

Monticello LCM and EPU projects (not just general communications), and especially 8 

the expected higher costs of the EPU that resulted in the project not being cost 9 

effective.3   10 

  Second, as I noted in my Direct Testimony, it wasn’t until the 2010 Rate Case 11 

(Docket No. E002/GR-10-971) in the post hearing supplemental testimony of Mr. 12 

Kohl on August 25, 2011 on page 7 that the Company indicated the Monticello LCM 13 

and EPU costs could exceed $500 million.  Since this communication of higher costs 14 

didn’t take place in the rate case until after the evidentiary hearing and the results 15 

reduced Xcel’s proposed recovery from ratepayers in that rate case, of course the 16 

Department had a very limited opportunity to review these higher Monticello LCM and 17 

EPU costs in the 2010 rate case, and we were not that concerned because the net 18 

effect was a reduction to rates in the rate case.  19 

  Third, the most important and appropriate place would have been for the 20 

Company to have provided the higher cost in the NOCC in 2011, since that is when 21 

the Company decided the Monticello LCM and EPU projects would be delayed until 22 

2013.  Unfortunately, the Company states that it didn’t provide its higher costs in the  23 

                                                 
3 See DOC Ex. ___ at 6 and 11 (Campbell Direct). 
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 NOCC in 2011 because they had already provided those costs in the rate cases.  1 

However, it wasn’t until the 2013 rate case that Xcel first requested recovery of the 2 

cost overruns and by then Xcel had already mostly spent the money.  Given the 3 

Company’s choices regarding the LCM and EPU projects, it should not be a surprise 4 

that it was necessary for the Commission to initiate this special proceeding to assess 5 

whether Xcel has met its burden of proof to show as reasonable the amount the 6 

Company proposes for ratepayers to pay.    7 

 8 

VIII.VIII.VIII.VIII.    PRUDENCY CONCERNSPRUDENCY CONCERNSPRUDENCY CONCERNSPRUDENCY CONCERNS    AND AND AND AND FORENSIC ACCOUNTING FORENSIC ACCOUNTING FORENSIC ACCOUNTING FORENSIC ACCOUNTING ANALYSISANALYSISANALYSISANALYSIS    9 

Q.Q.Q.Q.    What concern does Mr. Sparby raise about the Department’s prudency adjustment What concern does Mr. Sparby raise about the Department’s prudency adjustment What concern does Mr. Sparby raise about the Department’s prudency adjustment What concern does Mr. Sparby raise about the Department’s prudency adjustment 10 

recommendrecommendrecommendrecommendation?ation?ation?ation?    11 

A. Mr. Sparby stated that although the Department Consultants’ Direct Testimony 12 

discussed cost increases and was critical of Xcel’s performance in certain respects, 13 

they do not draw any conclusions whether such cost increases were ultimately 14 

necessary or appropriate.  As such, he stated that the Consultants did not directly tie 15 

any particular action or decision by the Company to a measure of damages.  NSP Ex. 16 

___ at 6 (Sparby Direct). 17 

 18 

Q.Q.Q.Q.    What other concern has Mr. Sparby raised regarding the Department’s What other concern has Mr. Sparby raised regarding the Department’s What other concern has Mr. Sparby raised regarding the Department’s What other concern has Mr. Sparby raised regarding the Department’s 19 

recommended adjustment for Monticello EPU?recommended adjustment for Monticello EPU?recommended adjustment for Monticello EPU?recommended adjustment for Monticello EPU?    20 

A. Mr. Sparby noted that a cap of costs or of the return on these costs based on 21 

Certificate of Need-level information would represent a fundamental shift in the 22 

regulatory framework that has guided traditional prudence review under the prudent 23 

investment standard.  NSP Ex. ___ at 6 (Sparby Rebuttal).     24 
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Q.Q.Q.Q.    How do you respond to Mr. Sparby’s comments regarding lacHow do you respond to Mr. Sparby’s comments regarding lacHow do you respond to Mr. Sparby’s comments regarding lacHow do you respond to Mr. Sparby’s comments regarding lack of support for the k of support for the k of support for the k of support for the 1 

Department’s prudency adjustment? Department’s prudency adjustment? Department’s prudency adjustment? Department’s prudency adjustment?     2 

A. First, Xcel bears the burden of demonstrating that the costs it incurred and seeks to 3 

recover from ratepayers is reasonable.  Based on the entirety of the Department’s 4 

analysis, the Department concludes that Xcel failed to do so.  Thus, the Department 5 

certainly could have recommended that the Commission deny any recovery of the 6 

costs of the overruns, or any rate of return (either on equity or overall).  The fact that 7 

the Department explored an alternative to Xcel receiving no recovery of Monticello 8 

cost overruns is just that, and alternative to Xcel receiving no recovery.   9 

  Second, I note that the Department has provided in our Direct and Surrebuttal 10 

Testimonies many reasons for the basis of our conclusion that Xcel did not show 11 

recovery of the cost overruns to be reasonable, including: 12 

• lack of upfront planning as addressed by Mr. Crisp; 13 

• effects of the “fast-track” approach as addressed by Mr. Crisp; 14 

• inadequate understanding of the true scope of work as addressed by Mr. 15 

Jacobs; 16 

• insufficient oversight of contractors and the entire process as addressed 17 

by Mr. Crisp; 18 

• start and stop process of contractors addressed by Mr. Crisp; 19 

• poor project management as addressed by Mr. Crisp; 20 

• ineffective use of contingencies as addressed by Mr. Crisp; 21 

• lack of cost controls and tracking concerns as addressed by Ms. Campbell; 22 

• human performance errors raised by NRC as addressed by Ms. Campbell; 23 
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• low cost estimates and inadequate information in initial CNs and in this 1 

case regarding necessary capital costs as addressed by Ms. Campbell and 2 

Mr. Shaw; 3 

• lack of communication by Xcel with Commission and interested parties 4 

regarding cost overruns as addressed by Ms. Campbell; 5 

• lack of showing that it is reasonable to allow recovery from ratepayers of 6 

the amount of EPU project that is not cost effective as addressed by Mr. 7 

Shaw. 8 

 9 

Q.Q.Q.Q.    Is it feasible to show, itemIs it feasible to show, itemIs it feasible to show, itemIs it feasible to show, item----bybybyby----item, how Xcel’s decisions increased the costs of the item, how Xcel’s decisions increased the costs of the item, how Xcel’s decisions increased the costs of the item, how Xcel’s decisions increased the costs of the 10 

LCM and EPU LCM and EPU LCM and EPU LCM and EPU from the levels that Xcel represented to the Commission in prior from the levels that Xcel represented to the Commission in prior from the levels that Xcel represented to the Commission in prior from the levels that Xcel represented to the Commission in prior 11 

proceedings?proceedings?proceedings?proceedings?    12 

A.    No, for several reasons.  First, general errors such an inadequate planning affect 13 

numerous items, not just one.  Second, Xcel’s accounting for the costs is highly 14 

problematic, as discussed above.  Third, even if Xcel had tracked costs and 15 

information appropriately, even forensic accounting will never uncover an invoice 16 

stating that, due to insufficient oversight of contractors, lack of planning, human 17 

performance errors, etc. an extra $10 million was incurred, for example.  The 18 

Department did however, identify several problem areas and gave examples where 19 

the Company’s actions, which Xcel did not show to be reasonable, clearly lead to 20 

higher costs resulting in the Company’s 116% cost overrun for the Monticello LCM 21 

and EPU projects.     22 
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Q.Q.Q.Q.    Mr. Sparby claims that a cap or no return on costs based on certificate of need Mr. Sparby claims that a cap or no return on costs based on certificate of need Mr. Sparby claims that a cap or no return on costs based on certificate of need Mr. Sparby claims that a cap or no return on costs based on certificate of need 1 

amounts is inconsistent with past precedentamounts is inconsistent with past precedentamounts is inconsistent with past precedentamounts is inconsistent with past precedent;;;;    do you agree?do you agree?do you agree?do you agree?    2 

A. No.  On pages 22 to 27 of my Direct Testimony, I provided in detail several cases that 3 

resulted in caps of costs, no return above the CN estimated amount, or denial of 4 

unsupported costs related to generation.  So, Xcel has not demonstrated that the 5 

Department’s proposed partial cost recovery by way of a cap or no return is either 6 

unreasonable, outside of Commission authority or would be a change in past 7 

precedent.  Mr. Sparby also failed to acknowledge that this Monticello case is unique, 8 

due to the extent of cost overruns and the lack of transparency regarding the 9 

Company’s decisions to continue with the projects despite their greatly escalating 10 

costs.   11 

 12 

Q.Q.Q.Q.    What concerns What concerns What concerns What concerns did did did did Mr. Lindell raise about the Department’s recommendation for a Mr. Lindell raise about the Department’s recommendation for a Mr. Lindell raise about the Department’s recommendation for a Mr. Lindell raise about the Department’s recommendation for a 13 

cost disallowance and the prudency recost disallowance and the prudency recost disallowance and the prudency recost disallowance and the prudency review performed?view performed?view performed?view performed?    14 

A. Mr. Lindell raised the following concerns: 15 

• First, that the Department’s recommendation for cost disallowance was not 16 

based on whether costs were prudent or reasonable but on a comparative 17 

cost allocation analysis.      18 

• Second, that the Department did not conduct any analysis or investigation on 19 

whether the cost overruns were prudent or reasonable.    20 

• Third, Department’s recommendation to disallow cost overruns that are not 21 

cost effective compared to other alternatives is not a prudency review and 22 

limits the ability of consumers to enjoy the benefits of “a properly 23 

management Monticello project.”  AUD-OAG Ex. ___ at 5-9 (Lindell Rebuttal). 24 
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Q.Q.Q.Q.    How do you respond to Mr. Lindell’s concerns?How do you respond to Mr. Lindell’s concerns?How do you respond to Mr. Lindell’s concerns?How do you respond to Mr. Lindell’s concerns?    1 

A. First, I understand some of Mr. Lindell’s’ concerns and agree that the burden of proof 2 

is on Xcel to show why the Company should be allowed to recover costs above the 3 

levels indicated in the Company’s CN proceedings.  However, as I discussed in my 4 

direct testimony, the Department is taking a balanced approach to help ensure that 5 

Xcel is able to operate Monticello in a safe, effective manner.   6 

  Second, as discussed above it is not feasible to conduct, item-by-item, the 7 

exact dollar measurement for cost overruns pertaining to specific decisions by the 8 

Company regarding the LCM and EPU.  Instead, the Department identified several 9 

problem areas and gave examples that showed the Company’s actions clearly lead to 10 

higher costs resulting in the Company’s 116% cost overrun for the Monticello LCM 11 

and EPU projects. 12 

  Third, his statement that the Department did not conduct any analysis or 13 

investigation on whether the cost overruns were prudent or reasonable is not 14 

supported.  The testimony of Department witnesses Dr. Jacobs, Mr. Crisp, Mr. Shaw 15 

and myself, collectively, show that based on information Xcel knew or reasonably 16 

should have known at the time of its decisions, Xcel did not demonstrate that its 17 

actions and decisions with respect to the Monticello projects were reasonable.  This 18 

fact means, of course, that Xcel did not show that its costs were prudently incurred.  19 

Moreover, the Department and Department’s consultants issued over 100 20 

information requests, did a site visit, did invoice testing, and evaluated the 21 

Company’s model used in the 2007 IRP and 2008 CN process to determine if the 22 

Company showed that its decisions were prudent and cost-effective.  So I respectfully 23 

disagree with Mr. Lindell’s statement.  24 
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  I also don’t agree that no return on cost overrun amounts, caps on cost 1 

recovery, comparison to other projects to determine reasonable costs, or 2 

disallowance based on not being cost effective, are not reasonable 3 

recommendations and adjustments when there are problems with prudency of costs 4 

that are not easily measured.  In fact, the Commission has approved no return on 5 

cost overrun for Nobles Wind, capped cost recovery in riders, and made reductions in 6 

costs in Whispering Willow – East based on market price comparison of other wind 7 

projects.  I noted that I have discussed these cases in detail in my Direct Testimony 8 

on pages 22 to 27.  DOC Ex. ___ at 22-27 (Campbell Direct).    9 

 10 

Q.Q.Q.Q.    Mr. Lindell compareMr. Lindell compareMr. Lindell compareMr. Lindell comparedddd    the Nobles Wind Farm with the Monticello LCM and EPU the Nobles Wind Farm with the Monticello LCM and EPU the Nobles Wind Farm with the Monticello LCM and EPU the Nobles Wind Farm with the Monticello LCM and EPU 11 

projects, and concluded that projects, and concluded that projects, and concluded that projects, and concluded that the the the the Department’s proposal in this case deviates Department’s proposal in this case deviates Department’s proposal in this case deviates Department’s proposal in this case deviates 12 

significantsignificantsignificantsignificantly fromly fromly fromly from    the Nobles Wind Farm case.  How do you respond?the Nobles Wind Farm case.  How do you respond?the Nobles Wind Farm case.  How do you respond?the Nobles Wind Farm case.  How do you respond?    13 

A. I note that the facts of these two cases are different.  Nobles Wind Farm was a 14 

competitively bid project, so the Department concluded that any costs over the bid 15 

amount should not be recovered from ratepayers.  The ALJ did agree with the 16 

Department in this argument; however, the Commission instead approved a 17 

disallowance based on no return on the amount over the competitive bid.  AUD-OAG 18 

Ex. ___ at 9-10 (Lindell Rebuttal). 19 

 20 

Q.Q.Q.Q.    Mr. LiMr. LiMr. LiMr. Lindell noted thandell noted thandell noted thandell noted that you are not a nuclear engineer and havet you are not a nuclear engineer and havet you are not a nuclear engineer and havet you are not a nuclear engineer and have    no experience no experience no experience no experience 21 

working with the nuclear industry.  How do you respond?working with the nuclear industry.  How do you respond?working with the nuclear industry.  How do you respond?working with the nuclear industry.  How do you respond?    22 

A. I agree that I am not a nuclear engineer, nor have I ever suggested that I am.  23 

However, I have worked in energy regulation for 25 years, with over eight years with  24 
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 the Federal Energy Regulatory Commission and close to 17 years with the 1 

Department.  My working experience in energy regulation has included auditing of 2 

nuclear plant capital costs, auditing of operating and maintenance costs, and review 3 

of nuclear depreciation and decommission studies.  AUD-OAG Ex. ___ at 10-11 4 

(Lindell Rebuttal). 5 

 6 

Q.Q.Q.Q.    Mr. Lindell statMr. Lindell statMr. Lindell statMr. Lindell stated that in the event that the Commission believeed that in the event that the Commission believeed that in the event that the Commission believeed that in the event that the Commission believessss    more analysis is more analysis is more analysis is more analysis is 7 

required to determine which additionarequired to determine which additionarequired to determine which additionarequired to determine which additional cost overruns were caused by NSP’s poor l cost overruns were caused by NSP’s poor l cost overruns were caused by NSP’s poor l cost overruns were caused by NSP’s poor 8 

management;management;management;management;    he would recommend a forensic accounting analysis, as discussed by he would recommend a forensic accounting analysis, as discussed by he would recommend a forensic accounting analysis, as discussed by he would recommend a forensic accounting analysis, as discussed by 9 

Mr. Crisp.  How do you respond?Mr. Crisp.  How do you respond?Mr. Crisp.  How do you respond?Mr. Crisp.  How do you respond?    10 

A. First, I note that neither Mr. Crisp nor other Department witnesses recommended a 11 

forensic accounting analysis in their Direct Testimony.   12 

 Second, given my discussion above regarding the difficulty of finding an 13 

invoice showing how much a poor decision increased a particular cost, I do not 14 

believe such as approach would be helpful in this case.  As a result, I cannot 15 

conclude that it would be a reasonable use of resources to pursue such an 16 

investigation, since I believe the Department has already provided a well-supported 17 

record for our recommended adjustments.  Moreover, I note that Mr. Lindell’s 18 

recommendation is also in the record. 19 

 20 

IX.IX.IX.IX.    REASONABLENESS REASONABLENESS REASONABLENESS REASONABLENESS OF DEPARTMENT’S RECOMMENDATIONSOF DEPARTMENT’S RECOMMENDATIONSOF DEPARTMENT’S RECOMMENDATIONSOF DEPARTMENT’S RECOMMENDATIONS    21 

Q.Q.Q.Q.    What were What were What were What were thethethethe    recommendations in your Direct Testimony, based on the recommendations in your Direct Testimony, based on the recommendations in your Direct Testimony, based on the recommendations in your Direct Testimony, based on the 22 

DepartmentDepartmentDepartmentDepartment’s’s’s’s    review of the Monticello LCM and EPU projects?review of the Monticello LCM and EPU projects?review of the Monticello LCM and EPU projects?review of the Monticello LCM and EPU projects?     23 
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A. The following were the recommendations in my Direct Testimony based on the 1 

Department’s review of the Monticello LCM and EPU projects: 2 

• The Monticello plant has issues, including the NRC status of 3 
degraded cornerstone, along inadequate planning and 4 
management for the Monticello LCM and EPU projects. 5 

• The DOC consultants (Mark Crisp and William Jacobs) raised 6 
significant issues in their Direct Testimony about inadequate 7 
upfront planning and insufficient understanding about the 8 
true scope of the work, along with inadequate oversight of 9 
contractors that likely resulted in higher costs of Monticello 10 
LCM and EPU projects. 11 

• Based on my concerns noted above regarding transparency, 12 
I conclude that the Company did not monitor its costs for 13 
Monticello LCM and EPU projects approved in the CN 14 
compared to actual costs being incurred.  I have concerns 15 
with inconsistencies in how the Company tracked costs for 16 
accounting purposes compared to CN/IRP purposes that did 17 
not tie together or make sense.  Additionally, I conclude that 18 
the Company should have filed a NOCC as soon as they 19 
were aware that the Monticello LCM and EPU project costs 20 
were expected to be significantly higher than the amount 21 
approved by the Commission in the original CNs, with an 22 
evaluation as to whether the Monticello LCM and Monticello 23 
EPU projects continued to be cost effective. 24 

• Based on my review, I conclude that estimated final costs 25 
for Monticello LCM and EPU projects are $748.1 million on 26 
a total company basis, using actual information through 27 
March 31, 2014 and estimated vendor credits.  The $748.1 28 
million on a total company basis is comprised of $635.3 29 
million for CWIP, $28.0 million for RWIP/removal costs, and 30 
$84.8 million for AFUDC.  DOC Ex. ___ at NAC-8 (Campbell 31 
Direct). 32 

• As noted above, the Department has challenged rate 33 
recovery of amounts that have exceeded CN approved 34 
amounts, competitive bids, and other amount approved by 35 
the Commission.  However, the Department has limited its 36 
recommended adjustment in this proceeding to the amount 37 
of the Monticello EPU that is not cost effective. 38 

• The Department recommends that the Commission disallow 39 
$71.42 million on a Minnesota jurisdictional basis with 40 
AFUDC costs, for the portion of the Monticello EPU that was 41 
not cost-effective due to cost overruns, which is 42 
approximately a $10.713 million revenue requirement 43 
reduction.  This disallowance would continue for the 44 
remaining life of the plant, stepping down each year due to   45 
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• accumulated depreciation. DOC Ex. ___ at NAC-12 1 
(Campbell Direct). 2 

• The Department recommends that this adjustment be made 3 
in 2015. 4 
DOC Ex. ___ at 34-35 (Campbell Direct). 5 

 6 

Q.Q.Q.Q.    Since providing the Since providing the Since providing the Since providing the estimated estimated estimated estimated $10.713 million revenue requirement reduction $10.713 million revenue requirement reduction $10.713 million revenue requirement reduction $10.713 million revenue requirement reduction for for for for 7 

2015, with ongoing disallowance for the remaining life of the plant which steps down 2015, with ongoing disallowance for the remaining life of the plant which steps down 2015, with ongoing disallowance for the remaining life of the plant which steps down 2015, with ongoing disallowance for the remaining life of the plant which steps down 8 

each year due to accumulated depreciatioeach year due to accumulated depreciatioeach year due to accumulated depreciatioeach year due to accumulated depreciation, have you determined a more exact n, have you determined a more exact n, have you determined a more exact n, have you determined a more exact 9 

adjustment?adjustment?adjustment?adjustment?    10 

A. Yes.  As noted in my Surrebuttal Testimony in the current Xcel rate case the Company 11 

provided the detailed calculations for the Department’s Monticello prudency 12 

adjustment of $10.237 million for 2015 on a Minnesota Jurisdictional basis, as 13 

shown on Attachment A, column (e) in the Company’s response to Department 14 

information request no. 2148.  DOC Ex. ___ at 32 (Campbell Surrebuttal in Docket 15 

No. E002/GR-13-868). 16 

 17 

Q.Q.Q.Q.    Does Mr. Sparby agree with the DepartmentDoes Mr. Sparby agree with the DepartmentDoes Mr. Sparby agree with the DepartmentDoes Mr. Sparby agree with the Department’s recommendation for a prudency ’s recommendation for a prudency ’s recommendation for a prudency ’s recommendation for a prudency 18 

adjustment of $71.42 million reduction to the capital costs of the Monticello EPU adjustment of $71.42 million reduction to the capital costs of the Monticello EPU adjustment of $71.42 million reduction to the capital costs of the Monticello EPU adjustment of $71.42 million reduction to the capital costs of the Monticello EPU 19 

resulting in a $10.237 million revenue requirement downward adjustment for 2015resulting in a $10.237 million revenue requirement downward adjustment for 2015resulting in a $10.237 million revenue requirement downward adjustment for 2015resulting in a $10.237 million revenue requirement downward adjustment for 2015    20 

on a Minnesota Jurisdictional basison a Minnesota Jurisdictional basison a Minnesota Jurisdictional basison a Minnesota Jurisdictional basis, and ongoing adjustment f, and ongoing adjustment f, and ongoing adjustment f, and ongoing adjustment for the life of the plant or the life of the plant or the life of the plant or the life of the plant 21 

stepped dostepped dostepped dostepped down for accumulated depreciation?wn for accumulated depreciation?wn for accumulated depreciation?wn for accumulated depreciation?    22 

A. No.   Mr. Sparby noted that he does not believe it is appropriate for Xcel to have any 23 

“material” disallowance of its cost overruns, despite more than doubling the level of 24 

costs that Xcel represented for the LCM and EPU.  Xcel Ex. ___ at 34 (Sparby  25 
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 Rebuttal).  He offered no alternative disallowance to the level the Department 1 

recommends. 2 

 3 

Q.Q.Q.Q.    Does iDoes iDoes iDoes it make sense that Xcel’s ratepayers should bear the entire burden of the cost t make sense that Xcel’s ratepayers should bear the entire burden of the cost t make sense that Xcel’s ratepayers should bear the entire burden of the cost t make sense that Xcel’s ratepayers should bear the entire burden of the cost 4 

overruns for the Monticello LCM and EPU?overruns for the Monticello LCM and EPU?overruns for the Monticello LCM and EPU?overruns for the Monticello LCM and EPU?    5 

A. No.  Xcel has not shown this proposal to be reasonable. 6 

 7 

Q.Q.Q.Q.    What justification What justification What justification What justification diddiddiddid    Mr. Sparby offer for his conclusion that all of the cost overruns Mr. Sparby offer for his conclusion that all of the cost overruns Mr. Sparby offer for his conclusion that all of the cost overruns Mr. Sparby offer for his conclusion that all of the cost overruns 8 

should be paid for by Xcel’s ratepayers?should be paid for by Xcel’s ratepayers?should be paid for by Xcel’s ratepayers?should be paid for by Xcel’s ratepayers?    9 

A. Mr. Sparby claims that the Department’s approach involved “hindsight” and instead 10 

should have focused on whether the Company’s decisions were reasonable based on 11 

the facts that were known or reasonably knowable at the time of Xcel’s decisions.  12 

Xcel Ex. ___ at 34-35 and elsewhere (Sparby Rebuttal).  DOC Witnesses Mr. Shaw 13 

and Mr. Crisp explain in their surrebuttal testimonies that the Department did exactly 14 

that analysis.  Mr. Sparby also stated that the Department did not consider the 15 

Company’s contemporaneous good faith estimate of a reasonable LCM/EPU split, but 16 

instead applied and after-the-fact hindsight to re-characterize the split.  Dr. Jacobs 17 

discusses in his surrebuttal testimony how that split needs to reflect how Xcel’s 18 

decisions affected the actual costs of the LCM and EPU projects differently. 19 

 20 

Q.Q.Q.Q.    What What What What were were were were Mr. Sparby’s concerns with the magnitude of the Department’s proposed Mr. Sparby’s concerns with the magnitude of the Department’s proposed Mr. Sparby’s concerns with the magnitude of the Department’s proposed Mr. Sparby’s concerns with the magnitude of the Department’s proposed 21 

disallowancdisallowancdisallowancdisallowance?e?e?e?    22 

A. First, he noted that the impact of the Department’s proposal was a concern for the 23 

financial health of the utility, particularly in light of the current record.  He stated that  24 
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 a significant disallowance without specific facts supporting imprudence or harm 1 

could send a signal to investors that our nuclear programs do not have strong 2 

regulatory support in Minnesota.  He stated his concern that the Department’s 3 

proposal signals a lack of full appreciation for the complexity of these programs, and 4 

for the degree of resources necessary to ensure the integrity and safety of nuclear 5 

facilities.  He also noted that the Department makes no mention of the issues faced 6 

by other utilities and the fact that other regulatory, such as the Florida commission, 7 

allowed 100 percent recovery of the similar cost increases.  NSP Ex. ___ at 33 8 

(Sparby Rebuttal). 9 

 10 

Q.Q.Q.Q.    According to Mr. Sparby how According to Mr. Sparby how According to Mr. Sparby how According to Mr. Sparby how would would would would a disallowance of the type suggested by the a disallowance of the type suggested by the a disallowance of the type suggested by the a disallowance of the type suggested by the 11 

DepartmentDepartmentDepartmentDepartment    impact the Company?impact the Company?impact the Company?impact the Company?    12 

A. Mr. Sparby indicated that a direct disallowance may have a compounding effect on 13 

the Company.  He noted the Company’s past under recovery of Monticello LCM and 14 

EPU projects capital costs in past rate cases and in the current case where the 15 

Department has recommended a 2015 in-service date instead of a 2014 in-service 16 

date for the Monticello EPU because the 71 MW related to the EPU is not yet up and 17 

running.  He indicated that a straight disallowance would exacerbate the fact that the 18 

Company has not been kept whole for rate recovery for Monticello LCM and EPU.  Mr. 19 

Sparby attached as Schedule 1 to his Rebuttal Testimony, a spreadsheet prepared by 20 

the Company’s revenue requirement area that provided the Company estimated level 21 

of potential under-recovery.  NSP Ex. ___ at 33-34 (Sparby Rebuttal).   22 
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Q.Q.Q.Q.    How do your respond to the concerns raised by Mr. Sparby regarding the How do your respond to the concerns raised by Mr. Sparby regarding the How do your respond to the concerns raised by Mr. Sparby regarding the How do your respond to the concerns raised by Mr. Sparby regarding the 1 

Department’s disallowance?Department’s disallowance?Department’s disallowance?Department’s disallowance?    2 

A. I have several responses.  First, the Department asked Xcel to “provide copies of all 3 

reports available to Xcel regarding the effects of the Department’s recommendation 4 

on the financial health of Xcel.”  Rather than providing those reports, Xcel merely 5 

stated: 6 

Mr. Sparby’s testimony is based on an overall concern 7 
that a material disallowance may result in an adverse 8 
financial impact on the Company over the long term. In 9 
making this statement, Mr. Sparby was not relying on 10 
any specific report or investor comment. 11 
 12 
Rather, Mr. Sparby was the Chief Financial Officer of Xcel 13 
Energy Inc. from 2009-11 and has experience in the 14 
types of issues that concern the capital markets.  He 15 
recognizes that while difficult, the Company could 16 
absorb the direct financial impact of a disallowance in 17 
the amount recommended by the Department in this 18 
proceeding. 19 
DOC Ex. ___ at NAC-S-5 IR 135 (Campbell Surrebuttal) 20 

 Mr. Sparby’s response then reiterates the concerns in his rebuttal testimony, which 21 

states, essentially, that it would not be fair to hold Xcel accountable to its 22 

representations regarding costs of projects.   23 

 24 

Q.Q.Q.Q.    What other responses do you haveWhat other responses do you haveWhat other responses do you haveWhat other responses do you have    to Mr. Sparby’s concerns about the Department’s to Mr. Sparby’s concerns about the Department’s to Mr. Sparby’s concerns about the Department’s to Mr. Sparby’s concerns about the Department’s 25 

recommended disallowance of recovery of a portion of the cost overrunsrecommended disallowance of recovery of a portion of the cost overrunsrecommended disallowance of recovery of a portion of the cost overrunsrecommended disallowance of recovery of a portion of the cost overruns????    26 

A. Regarding his discussion of “under recovery” of Monticello costs in past rate cases, I 27 

note that prior to the E002/GR-12-961, no rate recovery was denied to Xcel.  28 

Additionally, the fact that the Monticello EPU was not up and running in the last rate  29 
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 case (12-961) and continues not to be up and running in the current rate proceeding 1 

(13-868) means that these Monticello costs are not eligible for cost recovery.   2 

  Moreover, the Department’s adjustment recommended in Direct Testimony in 3 

this proceeding recommends denial of rate recovery only for the not cost effective 4 

portion (i.e. ratepayers would have better off if the Company built a gas plant) of the 5 

Monticello EPU.  This recommendation was reasonable, if not generous, considering 6 

all of the concerns the Department identified in this case and the fact that the 7 

Company seems to be changing its story from what was said in past Commission 8 

proceedings compared to what is being said in this proceeding.   9 

 10 

Q.Q.Q.Q.    Does AUDDoes AUDDoes AUDDoes AUD----OAG witness Lindell agree with youOAG witness Lindell agree with youOAG witness Lindell agree with youOAG witness Lindell agree with your estimatedr estimatedr estimatedr estimated    final cost amount of final cost amount of final cost amount of final cost amount of 11 

$748.1 million for the Monticello LCM and EPU projects?$748.1 million for the Monticello LCM and EPU projects?$748.1 million for the Monticello LCM and EPU projects?$748.1 million for the Monticello LCM and EPU projects?    12 

A. Yes.  On pages 2-3 of his Rebuttal Testimony, Mr. Lindell used the $748.1 million 13 

amount to calculate his cost overrun amount.  AUD-OAG Ex. ___ at 2-3 (Lindell 14 

Rebuttal). 15 

 16 

Q.Q.Q.Q.    Mr. Lindell calculated that the cost overrun on Monticello LCM and EPU projects is Mr. Lindell calculated that the cost overrun on Monticello LCM and EPU projects is Mr. Lindell calculated that the cost overrun on Monticello LCM and EPU projects is Mr. Lindell calculated that the cost overrun on Monticello LCM and EPU projects is 17 

$42$42$42$428.1 8.1 8.1 8.1 million;million;million;million;    do you agree with his calculation?do you agree with his calculation?do you agree with his calculation?do you agree with his calculation?    18 

A. Almost; Mr. Lindell used a $320 million for the total of the two CNs initial cost 19 

amounts for the LCM and EPU, however, the Company included in CNs an additional 20 

amount for the steam dryer which was required for the project, bring the total CNs 21 

estimates to $346 million for the Monticello LCM and EPU projects when escalated 22 

to current (2014) dollars.  As a result, I noted the cost overrun to be slightly lower at 23 

$402.1 million, rather than the $428.1 million calculated by Mr. Lindell. 24 
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 AUD-OAG Ex. ___ at 2-3 (Lindell Rebuttal) and DOC Ex. ___ at 18-19 (Campbell 1 

Direct). 2 

 3 

X.X.X.X.    SUMMARY OF DEPARTMENT AND OTHER PARTY ADJUSTMENTS SUMMARY OF DEPARTMENT AND OTHER PARTY ADJUSTMENTS SUMMARY OF DEPARTMENT AND OTHER PARTY ADJUSTMENTS SUMMARY OF DEPARTMENT AND OTHER PARTY ADJUSTMENTS     4 

Q.Q.Q.Q.    What is your understandWhat is your understandWhat is your understandWhat is your understandinginginging    of the AUDof the AUDof the AUDof the AUD----OAG recommended adjustment for Monticello OAG recommended adjustment for Monticello OAG recommended adjustment for Monticello OAG recommended adjustment for Monticello 5 

LCM and EPU projects?LCM and EPU projects?LCM and EPU projects?LCM and EPU projects?    6 

A. Mr. Lindell indicated that the cost overrun amount is $428.1 million, for which he 7 

recommended 75 percent or $321 million cost disallowance and 25% or $107.1 8 

million to receive no return.  I note that using a rough estimate, I believe this 9 

recommendation amounts to approximately a downward revenue requirement 10 

adjustment of $58 million for 2015 and stepping down for accumulated depreciation 11 

over the life of the plant.  AUD-OAG Ex. ___ 29-30 (Lindell Rebuttal). 12 

 13 

Q.Q.Q.Q.    What are other possible adjustments the Commission could consider?What are other possible adjustments the Commission could consider?What are other possible adjustments the Commission could consider?What are other possible adjustments the Commission could consider?    14 

A. I believe the Commission could also consider no return on the $402.1 million cost 15 

overrun (as calculated by the Department) which would result in a downward revenue 16 

requirement adjustment of $25.796 million for 2015 on a Minnesota Jurisdictional 17 

basis (and then stepped down every year due to accumulated depreciation for the life 18 

of plant as shown on Attachment A to Department information request no. 127).   19 

  Additionally, I believe the Commission could consider allowing Xcel to earn 20 

only a weighted short-term and long-term debt return (no equity) of the $402.1 21 

million (consistent with the Department’s recommendation in the current rate case 22 

for PI EPU that was abandoned).  The effect of this adjustment would be a downward 23 

revenue requirement adjustment of $20.507 million of 2015 on a Minnesota  24 
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 Jurisdictional basis (and then stepped down every year due to accumulated 1 

depreciation for the life of plant as shown on Attachment B to Department 2 

information request no. 127).  DOC Ex. ___ at NAC-S-4 (Campbell Surrebuttal).  3 

 4 

Q.Q.Q.Q.    In response to Department information requestIn response to Department information requestIn response to Department information requestIn response to Department information request    no. 127 the Company provided no. 127 the Company provided no. 127 the Company provided no. 127 the Company provided 5 

information that indicates they do not agree with the $402.1 million, but instead information that indicates they do not agree with the $402.1 million, but instead information that indicates they do not agree with the $402.1 million, but instead information that indicates they do not agree with the $402.1 million, but instead 6 

believe that difference should be $305 million, since AFUDC should not be included.  believe that difference should be $305 million, since AFUDC should not be included.  believe that difference should be $305 million, since AFUDC should not be included.  believe that difference should be $305 million, since AFUDC should not be included.  7 

How do you respond?How do you respond?How do you respond?How do you respond?    8 

A. First, I don’t believe the Company raised this issue in its Rebuttal Testimony, which 9 

would have been a more appropriate place to raise this issue.  Second, I don’t agree 10 

that the AFUDC cost should be excluded.  As noted in my Direct Testimony, AFUDC is 11 

a cost of the plant in-service amount for which the Company is requesting rate 12 

recovery.  My understanding is for purposes of CNs/IRPs all cost should be included 13 

in the model, including AFUDC costs.  Finally, if the Commission denied cost recovery 14 

of Monticello LCM and EPU projects, then of course the AFUDC related to those cost 15 

must also be denied. 16 

 17 

Q.Q.Q.Q.    What would be the basis forWhat would be the basis forWhat would be the basis forWhat would be the basis for    the Commission the Commission the Commission the Commission to to to to consider either “no return” on the consider either “no return” on the consider either “no return” on the consider either “no return” on the 18 

$402.1 million cost overrun or weighted short$402.1 million cost overrun or weighted short$402.1 million cost overrun or weighted short$402.1 million cost overrun or weighted short----term and longterm and longterm and longterm and long----term debt on the term debt on the term debt on the term debt on the 19 

$402.1 million?$402.1 million?$402.1 million?$402.1 million?    20 

A. During our review of Monticello LCM and EPU projects, the Department and the 21 

Department’s consultants found numerous concerns which clearly increased costs 22 

and thereby decreased benefits to ratepayers.  Additionally, it is extremely concerning 23 

that the Monticello EPU additional 71 MW is not up and running yet, likely won’t be  24 
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 until 2015, and at this point I would think the Commission and interested parties 1 

would want to see Monticello EPU project up and running soon.  The Monticello LCM 2 

and EPU were supposed to have been in-service in 2011, then in 2013 (which is 3 

when the LCM was put in-service) and then the EPU was supposed to have been in-4 

service in 2014 and is now expected to be in-service in 2015.  Having a fully 5 

functional plant is an important consideration. 6 

 7 

Q.Q.Q.Q.    Does the Department continue to recommend the prudency adjustment Does the Department continue to recommend the prudency adjustment Does the Department continue to recommend the prudency adjustment Does the Department continue to recommend the prudency adjustment 8 

recommended in your Direct Testimony of recommended in your Direct Testimony of recommended in your Direct Testimony of recommended in your Direct Testimony of $71.42 million reduction to the capital $71.42 million reduction to the capital $71.42 million reduction to the capital $71.42 million reduction to the capital 9 

costs of the Monticello EPU resulting in a $10.237 million revenue requirement costs of the Monticello EPU resulting in a $10.237 million revenue requirement costs of the Monticello EPU resulting in a $10.237 million revenue requirement costs of the Monticello EPU resulting in a $10.237 million revenue requirement 10 

downward adjustment for 2015 ondownward adjustment for 2015 ondownward adjustment for 2015 ondownward adjustment for 2015 on    a Minnesota Jurisdictional basis, and ongoing a Minnesota Jurisdictional basis, and ongoing a Minnesota Jurisdictional basis, and ongoing a Minnesota Jurisdictional basis, and ongoing 11 

adjustment for the life of the plant stepped down for accumulated depreciation?adjustment for the life of the plant stepped down for accumulated depreciation?adjustment for the life of the plant stepped down for accumulated depreciation?adjustment for the life of the plant stepped down for accumulated depreciation?    12 

A. Yes.  However, I continue to note the Department’s concerns listed in my testimony 13 

above and ongoing concerns with Monticello EPU not being up and running.  I note 14 

that this record could also support higher disallowances, even though the 15 

Department is not making such a recommendation at this time.   16 

 17 

Q.Q.Q.Q.    Does this conclude your Does this conclude your Does this conclude your Does this conclude your SurrebuttalSurrebuttalSurrebuttalSurrebuttal    TestimonyTestimonyTestimonyTestimony????    18 

A. Yes. 19 








































































































