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INTRODUCTION

Would you state your name, occupation and business address?

My name is Nancy A. Campbell. | am employed as a Public Utilities Financial Analyst
by the Minnesota Department of Commerce, Division of Energy Resources (DOC or
Department). My business address is 85 7th Place East, Suite 500, St. Paul,

Minnesota 55101-2198.

Are you the same Nancy A. Campbell who submitted Direct Testimony earlier in this
proceeding?

Yes.

PURPOSE
What is the purpose of your testimony?
The purpose of my Surrebuttal Testimony is to respond to other parties’ Rebuttal
Testimony regarding the issues | raised in my Direct Testimony. Specifically, |
respond to the following Rebuttal Testimony witnesses from Northern States Power,
d/b/a Xcel Energy (Xcel or the Company) and from the Office of Attorney General -
Antitrust and Utilities Division (OAG-AUD):
e David Sparby, Company witness who addressed Monticello Prudency,
Oversight, and Policy;
e Timothy O’Connor, Company witness who addressed Final Program Costs,
Recent Nuclear Regulatory Commission (NRC) Issues, Program
Management, and Separation Analysis between the Life Cycle

Management (LCM) and Extended Power Uprate (EPU);

Campbell Surrebuttal / 1
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A.

James Alders, Company witness who addressed Resource Planning and
Project Economics;

Richard J. Sieracki, Company witness who addressed Project Management
Prudence;

J.A. Stall, Company witness who addressed Project Scope and Design; and,
John Lindell, OAG-AUD witness who addressed the Monticello LCM & EPU

Projects Overall.

How have you organized your Surrebuttal Testimony?

| organized my Surrebuttal Testimony by topic and summarized withesses’ comments

on each topic. The following are the topics | address:

Continuing human performances concerns by the NRC at both the
Monticello and Prairie Island (Pl) Nuclear Plants;

Overstatement of Benefits by the Company for Monticello LCM and EPU
Projects;

Separately filed and approved certificates of need (CNs) with separate
costs estimates for Monticello LCM and Monticello EPU Projects, which
clearly support a need for separate accounting and tracking of the costs
for both Monticello LCM and Monticello EPU Projects;

Budget problems and cost overrun amounts for Monticello LCM and EPU
Projects;

Lack of communication by the Company regarding the cost overrun with

the Commission and interested parties;

Campbell Surrebuttal / 2
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* Prudency concerns and forensic accounting analysis;
®* Reasonableness of Department’s recommendations; and,

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

CONTINUING HUMAN PERFORMANCE CONCERNS BY THE NRC

How did Mr. Sparby respond to your comments regarding performance concerns
raised by the NRC for the Monticello nuclear plant?

First, he indicated that the Company takes NRC concerns very seriously and the safe
operation of the Monticello nuclear plant is the Company’s top priority. He then
referenced Mr. O’Connor’s Rebuttal Testimony to further explain that these NRC
activities do not reflect poor performance or safety at the Monticello plant. Mr.
Sparby concluded that the Monticello plant is in a healthy condition and
modifications made during the LCM and EPU projects have positioned the Company
to provide an additional 20 years of service from this plant. NSPEx. __ at 29

(Sparby Rebuttal).

What information did Mr. O’Connor provide regarding performance concerns raised
by NRC for the Monticello nuclear plant?

Mr. O’Connor addressed the NRC concerns, and reemphasized that none of the
concerns raised by NRC constitute safety violations or create risk to the community.
He also noted that the Company is taking the NRC compliance obligations very
seriously. Mr. O’Connor addressed the external flood control issue that resulted in a

“yellow” finding from NRC, indicating that the Company has done necessary work to

Campbell Surrebuttal / 3



address this flood issue and is awaiting a follow-up NRC inspection to resolve the

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

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

A. He discussed the weld inspection issue and human performance issues that | noted
in my direct testimony in which the NRC has raised (along with the external flood
control issue) at the March 31, 2014 public meeting. DOC Ex. ____ at 3-4 (Campbell

Direct). Regarding the Monticello weld inspection issue, he provided the following
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Q. What was Mr. O’'Connor’s response regarding the human performance issues?

A.

explanation:

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

human performance contributed to findings of low safety significance identified by

Last October, during the spent fuel dry cask loading
campaign, the NRC observed that a cask closure weld
was nhot properly post-weld dye penetration
inspected/examined. This brought into question the
adequacy of cask closure and its ability to be
transported off the refueling floor to the on-site storage
facility. Since that time we have been working with the
designer of the cask and the NRC on alternative
methods to accept the cask closure welds. An
Engineering Evaluation and weld design margin
calculations were conducted by the vendor that supports
the adequacy of the welds in lieu of post-weld dye
penetration examinations. The weld design margin
calculation and other evaluations and data were formally
submitted to the NRC, under their Exemption Request
process, on July 16, 2014. It will take the NRC several
months to review the request and grant the Company
permission to move the cask to the on-site storage
facility. We are looking at options to conduct physical
repairs should the Exemption Request not be granted.
NSP Ex. ___ at 35 (O’Connor Rebuttal).

Campbell Surrebuttal / 4
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the NRC. However, in aggregate, he acknowledged that the NRC determined that
these issues crossed a threshold for what the NRC calls a Substantive Cross-Cutting
finding in the area of human performance. He noted that the performance concerns
were determined to be manifested in inadequate procedure and work instructions
preparation and usage, attributed to loss of experience and skills with the Operations
Department. He also noted interim actions have been put in place by Monticello to
bridge the gaps going forward, such as additional Control Room Oversight and
coaching. Finally, he noted that contractor procedure usage was another area of
human performance; he indicated that supplemental workers had less experience,
which contributed to issues at the last Monticello EPU refueling outage. NSP Ex. ___

at 35-36 (O’Connor Rebuttal).

Does the NRC continue to have ongoing concerns with human performance concerns
at both the Monticello and Pl Nuclear Plants?

Yes. While | believe Xcel is attempting to remedy the issues, | note that, as the two
recent NRC letters attached to my surrebuttal testimony indicate, both dated
September 2, 2014, NRC continues to note the ongoing human performance
concerns based on mid-cycle performance review by NRC of Pl and Monticello. DOC

Ex. __ at NAC-S-1 (Campbell Surrebuttal).

What specific concerns has the NRC raised in the September 2, 2014 letter for the
Monticello Nuclear Plant?
The NRC again noted the Yellow finding related to the failure to maintain a procedure

addressing all of the effects of an external flood scenario on the plant. Specifically,

Campbell Surrebuttal / 5



NRC identified the failure of the Company to be able to support timely
implementation of flood protection activities within the 12-day timeframe stated in
the safety analysis report. Specifically, NRC noted the following concerns related to

the Monticello Nuclear Plant:

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

In October 2013, after an adverse trend was identified in
your corrective action program for three NRC-identified
issues associated with this cross-cutting aspect, your
staff determined that an apparent cause evaluation was
necessary to address this issue. The apparent cause
evaluation was subsequently cancelled and justifications
were determined to be incorrect and delayed full
understanding of the significance of the lack of
conservative bias in decision making until April 2014,
after another three NRC-identified findings with related
H.14 aspects had been identified during the first quarter
2014. In total, six NRC-identified findings with H.14
aspects had been identified between February 2013 and
April 2014. In May 2014, your staff completed a root
cause evaluation which concluded that these issues
reflected current organizational behavior and resulted

Campbell Surrebuttal / 6
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from inadequate decision making and delayed corrective
action from prior, similar issues. In particular, the root
cause evaluation noted that the failure to take corrective
actions in October 2013 was a result of underlying
organizational behaviors. Given these circumstances
and the recency of your additional actions, we cannot
conclude that the corrective actions will be fully effective
in addressing the cross-cutting theme.

This human performance SCCI will remain open until the
number of findings with a cross-cutting aspect of H.14 is
reduced, the corrective actions taken to mitigate the
cross-cutting theme prove effective, and sustained
performance improvement is observed in the H.14
aspect of the human performance area. The NRC will
monitor your staff’s effort and progress in addressing
the SCCI by evaluating your corrective action program,
any root cause evaluations for the SCCI, and
performance improvement initiatives.

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

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

Are you surprised by the ongoing problems the Company continues to have with the
NRC regarding human performances concerns?
Yes. As noted in my Direct Testimony, the Company noted at the March 31, 2014
public meeting and in response to Department information request 116 that these
NRC human performance issues were being addressed. The NRC letter above noted
that Xcel provided information in May, 2014, but the NRC appears far from satisfied
based on the above cited comments from the NRC’s September 2, 2014 letter
regarding Monticello. DOC Ex. ___ at NAC-2 (Campbell Direct) and DOC Ex. ____ at

NAC-S-1 (Campbell Surrebuttal).

Campbell Surrebuttal / 7
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Do the concerns raised by NRC result in increases to overall costs of nuclear costs?
Yes, in my view. Clearly nuclear operations costs will be higher due to increased NRC
review and required responses to NRC, including additional NRC inspections.
Another clear example of higher costs is the weld cask test issue that the Company
and the Company’s vendor did incorrectly as noted in my Direct Testimony in my
Background Section and that Mr. O’Connor discussed above. Certainly, costs related
to the Company having to figure out an alternative method to address the post-weld
issue, plus requesting an exemption from the NRC are increasing nuclear costs.

Another example is the human performance error that contributed to the
NRC’s concerns regarding the EPU power ascension testing, as discussed on pages
51-57 of my Direct Testimony and on pages 46-53 of my Surrebuttal Testimony in the
current Xcel Rate Case in Docket No. EO02/GR-13-868.1 For example, this human
performance wiring error appears to have contributed to the EPU likely not being
available until 2015.

In conclusion, clearly nuclear costs are unnecessarily increased when the
Company has to redo its work, determine alternative ways to address incorrect
welding, and ask for NRC exemptions, rather than performing work correctly the first
time.

The record in this case reflects a theme of Xcel hurrying up to perform tasks
without ensuring that the tasks are performed correctly and, thus, having to correct

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

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

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

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

Q. What are the Company’s statements regarding benefits for the Monticello LCM and
EPU Projects?

A. On pages 4 and 21 of his Rebuttal Testimony, Mr. Sparby stated that the Monticello
LCM and EPU projects provided benefits of 671 MW of generation and 20 years of
carbon-free baseload generation. NSP Ex. ___ at 4, 21 (Sparby Rebuttal).

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

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

not at 671 MW. As | noted in my Opening Hearing Statement on page 3 in the
current Xcel Rate Case (Docket No. E002/GR-13-868), Xcel did not show that the
Monticello EPU (approximately 71 MW) would likely be available in 2014.2 As a
result, the Department recommended a January 2015 assumed in-service date for
purposes of ratemaking, since: 1) the EPU will likely not be available for customers in
2014 and 2) customers are already paying replacement power costs in 2014.

Second, as noted in my Direct Testimony in the current Xcel Rate Case and
attached to my Direct Testimony in this proceeding as Attachment NAC-13

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

2 | 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

Campbell Surrebuttal / 9
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the Monticello Plant is 16.8 years as of January 1, 2014. This fact means that the
Monticello EPU Project (71 MW) will likely only be available for 15.8 years assuming a
January 1, 2015 in-service date for purposes of rates as recommended by the
Department.

Regarding the benefits of carbon-free generation, Mr. Shaw noted in his Direct
Testimony that those benefit were incorporated in the analysis conducted in the
2008 CN by applying a $17 per ton cost of CO2 emissions. DOC Ex. ___ at 5 (Shaw
Direct) Further, while | agree that a nuclear plant provides carbon free benefits, for
the more limited timeframe and MWs as corrected above, | think is important to
remember that nuclear plants creates nuclear spent fuel that the Department of
Energy still is not taking and likely will not take for years to come. As a result, this
nuclear spent fuel will need to remain in interim casks, which clearly has some

environmental impacts.

What other Company witness addressed benefits of Monticello LCM and EPU
Projects?

Mr. O’Connor on page 9 and 10 of his Rebuttal Testimony stated that the NRC
license is only valid until September 2030; | agree. However, he goes on to state that
the NRC and nuclear industry are well underway in developing extended license
policies to ensure that the extended operating plants’ lives beyond 60 years (40
initially and 20 for relicense) is safe, manageable, and economical. He notes that
the NRC refers to this initiative as the “subsequent license renewal” and he attached

a White Paper from the Nuclear Energy Institute (NEI) discussing this initiative as

Campbell Surrebuttal / 10
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Schedule 2 of his Rebuttal Testimony. NSP Ex. __ at 9-10 and Schedule 2

(O’Connor Rebuttal).

Has Xcel shown that it is reasonable in this proceeding for the Commission to
consider benefits beyond the term of the NRC license for Monticello at this time?
No. The question of whether the operating life of Monticello would extend beyond
2030 is far too speculative to give any weight, even with an NEI whitepaper, so the

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

Why do you conclude that the Company is likely overstating its overall benefits for
Monticello LCM and EPU projects?

| believe that the Company is likely overstating its benefits of Monticello LCM and
EPU projects regarding the actual MWs available and the actual time period these
MWs are available because the costs were so high - more than double their actual

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

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

cost-effective than they really are.

SEPARATELY FILED AND APPROVED CNs WITH SEPARATE COSTS ESTIMATES FOR

MONTICELLO LCM AND MONTICELLO EPU PROJECTS, CLEARLY SUPPORTS A NEED

FOR SEPARATE ACCOUNTING AND TRACKING OF THE COSTS FOR BOTH MONTICELLO

LCM AND MONTICELLO EPU PROJECTS
On pages 19, 20 and 22 of your Direct Testimony, what reasons did you give for why

it doesn’t make sense for Xcel to have tracked the LCM and EPU in one work order?

Campbell Surrebuttal / 11
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First, | noted that Xcel treated Monticello LCM and EPU projects as two separate
projects for purposes of review and approval of the projects in CN proceedings before
the Commission. Thus, it is not reasonable for Xcel to have tracked these costs for
purposes of accounting and regulatory compliance as if they were one project.

Second, Xcel’s decision to include all of the costs of the Monticello LCM and
EPU projects estimated at $346 million in a single work order is not reasonable since
doing so guarantees that the costs are not transparent.

Third, | noted that Xcel’'s choice in tracking these costs resulted in nheedlessly
higher costs for this prudency review since it was necessary for the Department to
hire a consultant to split apart what Xcel never should have put together.

Fourth, the Company’s choice not to track costs separately for the Monticello
LCM and EPU projects indicated the Company did not think it was important to track
the costs approved by the Commission in the two separate CNs.

Fifth, the Company’s child orders for modification are labeled as being EPU,
yet the Company claims in this proceeding that most of the costs are for the LCM.
Ratepayers are entitled to the benefit of any doubt as to Xcel's proposed showing of
reasonableness and, thus, it is important to note that Xcel’s selection of a non-
transparent method of tracking costs appears to create significant doubt as to Xcel's
claims regarding costs being attributable to one project rather than the other. DOC

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

Does Mr. Sparby agree with these reasons?

No, Mr. Sparby disagreed and provided the following reasons for his disagreement:

Campbell Surrebuttal / 12
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First, he noted that the Company accounted for the Program (Monticello
LCM and EPU projects) as an integrated initiative based on the Company’s
conscious decision to implement the Program in the same manner.
Second, he noted that the premise of an integrated program was to
replace older with newer equipment necessary to support the 20-year life
extension as well as the uprate. Thus, he indicated that the modeling for
the CN included total cost with a portion assigned to the EPU.

Third, he stated that he does not see how the Company could have
implemented the Program without combining the LCM and EPU together
without substantially expanding the cost of the Program.

Finally, Mr. Sparby concluded that it would not be appropriate to
implement EPU and LCM projects separately solely to make the
accounting for the incurred costs separate or easier. NSP Ex. ___ at 30-31

(Sparby Rebuttal).

How do you respond to Mr. Sparby’s reasons for why the Company doesn’t believe
they needed to separate the cost of the Monticello EPU and LCM?

First, | find it hard to believe that, despite the Company filing two separate CNs with
two separate estimates for costs for the Monticello LCM and EPU projects that were
approved by the Commission, the Company now claims that they did not have any
obligation to track their costs and support their costs the way these costs were
initially approved, separately. | think the Commission should be very concerned with

the Company’s position on this issue, and not only for purposes of this proceeding.
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Second, his argument about the modeling in the CNs is not consistent with
the facts that were in the two CNs. Mr. Shaw addresses this issue.

Third, | don’t agree nor has he provided support for his conclusions that
because the Company was implementing the LCM and EPU together this fact
somehow means that the Company can’t track the costs separately. The Company
performs plant outages all the time for nuclear, coal and gas plants, where there are
several projects done at the same time during the plant outage and are tracked in
separate work orders, so | respectfully disagree with these unsupported conclusions.
| have attached Department information request no. 196 in Docket No. EO02/GR-12-
961 as an example of the Company tracking costs for several projects in different
work orders related to a spring 2012 outage for Xcel’'s King Plant. DOC Ex. ____ at
NAC-S-3 (Campbell Surrebuttal).

Finally, | note that the statement in his rebuttal testimony is misleading since
it implies that there was only one and not two separate CNs:

The premise of an integrated Program was to replace old
equipment that needed to be replaced with newer
equipment necessary to support the 20-year license
extension as well as the uprate. Thus, our modeling for
the Certificate of Need included the total cost with a
portion assigned to the EPU. | do not see how we could
have implemented the Program otherwise without

substantially expanding the cost of the Program.
Xcel Ex. ____ at 31 (Sparby Rebuttal)

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

separately if the Company had started with one combined CN for the LCM and EPU,
with one cost estimate, and then later needed to separate the costs. In fact, that is
the point | made above and in my direct testimony, that Xcel’s choice to track these

costs as they did resulted in needlessly higher costs for this prudency review since it
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was necessary for the Department to hire a consultant to split apart what Xcel never
should have put together. However, Xcel’s implication that there was only one CN

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

Does any other witness address the separation of the LCM and EPU projects for
purposes of accounting and regulatory purposes?

Yes. Mr. Alders responded to my Direct Testimony where | indicated that the
Company treated Monticello LCM and EPU projects as two separate projects for
purposes of review and approval of the projects in CN proceedings before the
Commission. He then responded by saying that from a resource planning
perspective, it would have been highly inefficient and inconsistent with the
Company’s twin goals of preserving and increasing this generation resource for
customers to pursue the LCM and EPU uprates separately. Mr. Alders also stated
that much of the equipment being replaced for the LCM purposes also need to be
modified for the EPU, so planning for these needs concurrently maximized use of the

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

How do you respond to Mr. Alders comments that from a resources planning
prospective it was inefficient and inconsistent to not plan these projects
concurrently?

First, | note that my comments in Direct Testimony were about my disagreement with
the Company’s arguments that they didn’t or couldn’t track the costs of the LCM and

EPU projects, when clearly the Company had filed for two separate CN with two
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separate costs estimates, so of course the Company should have expected to be held
accountable to the cost overruns in the same manner, as separate projects.

Second, | don’t agree that it would have been inefficient and inconsistent to
implement the LCM without the EPU if the EPU was not cost effective. Mr. Shaw
addresses the cost effectiveness of the EPU. The Company certainly should know
that they need to balance reasonable costs and benefits in a determination to
acquire new resources and implement projects. Clearly, approval of the EPU did not
provide the Company with a blank check to recover any cost they incurred despite
poor planning, poor oversight of vendors, start and stop problems with vendors, etc.,
as addressed by the Department’s consultants Mr. Crisp and Mr. Jacobs, and the
human performance problems as | discuss above.

If the Company really believed they should still go ahead with the EPU project
despite the cost increases they saw, then as soon as they were aware of the higher
costs, and certainly in the NOCC in 2011 the Company should have notified the
Commission and interested parties in that proceeding about expected significantly
higher costs and done a rerun of their model to see if it was still cost-effective to
proceed, rather than asking for recovery of all of the costs at the end of this

implementation.

Does Mr. O’Connor also address the use of a single work order and the Company’s
integrated implementation of the Commission’s two separate CNs?

Yes. On page 11 of his Rebuttal Testimony, Mr. O’Connor noted that Company
witness Mr. Weatherby in his Direct Testimony described that all the costs were

initially accounted for in a single common work order. Mr. O’Connor also noted that
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the Governance Council/Financial Council approved the Monticello relicensing as an
integrated initiative in a July 2003 presentation and additional information in August
2006 attached as Schedules 4 and 5. NSP Ex. ___ at 11 and Schedules 4-5

(O’Connor Rebuttal).

How do you respond to Mr. O’Connor’s comments that all the costs were accounted
for in a single work order and the Governance Council/Finance Council approved the
Monticello LCM and EPU projects as an integrated initiative?

Similar to comments above, | am very concerned that, despite the fact that the
Company received approval for the EPU and LCM projects in separate CNs and with
separate estimates, Xcel maintains that they didn’t have an obligation to track these
costs separately.

Additionally, internal decisions made by Company via the Governance
Council/Financial Council to handle the Monticello LCM and EPU projects as
integrated projects should not in my view overrule the Commission’s approved CNs
that had separate cost estimates. | also don’t agree that the Company couldn’t have
tracked separately for the LCM and EPU projects, and in light of approved separate

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

BUDGET PROBLEMS AND COST OVERRUN AMOUNTS FOR MONTICELLO LCM AND
EPU PROJECTS
What does Mr. O’Connor say regarding your concern with the Company’s initial cost

estimate of $346 million?
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First, | note that Mr. O’Connor’s question does not accurately reflect the concern |
discussed in direct testimony, DOC Ex. ___ at 22-27 (Campbell Direct). Specifically,
the premise in Mr. O’Connor’s question was:

The Department, through Ms. Campbell, criticizes the

Company for its initial cost estimate of $346 million

used in the certificate of need application for this

initiative [footnote: Campbell Direct at 22-27]. Do you

agree that this was an unreasonable certificate of need-

level estimate?
Xcel Ex. __ at 43 (0’Connor Rebuttal)

However, that premise mischaracterizes my testimony since the focus of my cited
testimony was on cost overruns, not the level of the initial cost estimates. | note that
DOC Witness Mr. Crisp discusses Xcel’s initial cost estimates for the two projects in
his surrebuttal testimony.

Nonetheless, Mr. O’'Connor indicated that based on the information the
Company had at the time and the need to move promptly to capture the benefits for
customers the $346 million estimate was reasonable. He does go on to say that the
Company could have spent more time upfront and perhaps developed a better

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

How do you respond to Mr. O’Connor’s comments regarding the initial cost estimate
of $346 million?
First, | note that Mr. Shaw addresses in his surrebuttal testimony what Xcel was
required to do in the 2004 resource plan.

Second, | note that DOC Witness Mr. Crisp discussed in his Direct Testimony
(DOC Ex. ____ at 28-29 and elsewhere, Crisp Public Direct) how moving promptly (“fast

track”) has not worked out very well for the Company or ratepayers, since the hurry-
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up approach involving planning and design work as construction progressed (as
noted by DOC’s consultants) resulted in the Monticello LCM and EPU projects being
significantly higher costs (specifically a 116% cost overrun).

Third, | am concerned that in past Commission proceedings the Company
indicated that the Monticello plant was in good shape, as indicated in their low $345
million initial cost estimate, so that limited equipment would need replacement,
resulting in initial cost estimates that did not adequately represent the costs of the
projects. Yet in the current proceeding Mr. Sparby now claims that the capital
investment was extensive: “We essentially rebuilt an almost-new power plant around

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

Does Mr. O’Connor appear to agree with your statement that total costs amounted to
$748.1 million for the Monticello LCM and EPU projects?

Yes. | appreciate that he accurately summarized this aspect of my testimony on
pages 10 and 11 of his Rebuttal Testimony. Specifically, my Direct Testimony
referenced DOC information request 88, Attachment A which shows total costs of
$752.6 million less a net reduction ($4.5 million) in estimated final costs in 2014
offset by expected vendor credits, resulting in the final total cost for Monticello LCM
and EPU projects of $748.1 million on a total company basis. | also noted that the
$748.1 million is comprised of $635.3 million for construction work in progress
(CWIP), $28.0 million for retirement work in progress (RWIP)/removal costs, and
$84.8 million for AFUDC, all on a total company basis. NSP Ex. ___at 10-11

(O’Connor Rebutttal) and DOC Ex. ___ at 13-14 and NAC-8 (Campbell Direct).
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Did Mr. O’Connor respond to your request that the Company file an update on the
final costs for the Monticello LCM and EPU projects?

Yes. Mr. O’Connor agreed to provide an update on the final costs including an
explanation of any differences between the $748.1 million as of March 31, 2014
and the final costs provided in the Company’s Surrebuttal Testimony, as | requested.

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

Did the Company include examples of nuclear LCM and EPU projects that other
companies have undertaken, including the ratio of final to initial costs?
Yes. Mr. O’Connor provided in his Table 3 what | expect are selected nuclear projects

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

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

| note that some of the cost overruns for three of the plants were relatively modest
and had initial-to-final cost ratios of 1.22, 1.33 and 1.35, reflecting cost overruns of
22% to 35%. | note that another four plants had initial-to-final cost ratios of 1.6 to
1.7, reflecting cost overruns of 60% to 70%. Finally, | noticed that the two highest
cost projects in his Table 3 were the Turkey Point/St. Lucie at a 2.2 ratio or a cost-
overrun of 120%. By comparison, according to Table 3, Monticello was at a 2.1 ratio
indicating a 110% cost overrun. Updating Monticello to reflect the AFUDC costs as of
March, 2014 for a total cost of $748.1 million moves that ratio to 2.16 or a cost

overrun of 116%. NSP Ex. ___ at 38 (O’Connor Rebuttal).
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VII.

Are you concerned that Monticello appears to be tied with the Florida nuclear
projects (Turkey Point and St. Lucie) for the highest cost nuclear plant (LCM and EPU
projects) in the nation?

Yes, | am very concerned, especially in light of all the problems and concerns the
Department identified in our review of Monticello which have certainly contributed to
the unnecessary higher cost of Monticello LCM and EPU projects. Overall, Table 3
and the Department’s analysis all confirm that Xcel should have done better; there is

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

Mr. Stall noted that the Florida Public Service Commission approved full cost
recovery of the 120% cost overrun for Turkey Point; do you think that means the
Commission should grant full recovery on the Monticello LCM and EPU projects 116%
cost overrun?

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

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

LACK OF COMMUNICATION BY THE COMPANY REGARDING THE COST OVERRUN WITH
THE COMMISSION AND INTERESTED PARTIES

Does Mr. Sparby agree with your statement that the Company did not communicate
adequately with the Commission, Department and Interest Parties about the higher
costs of the Monticello LCM and EPU projects and especially the increased costs for
the EPU?

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

unfair. He stated that the Company’s “cost increases and Program implementation
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difficulties were not an unknown fact between 2011 and the present.” Xcel Ex. ___
at 29-30 (Sparby Rebuttal). He indicated that the Company’s 2011 rate case
(Docket No. EO02/GR-10-971) “prominently featured discussion of this point, even
affecting the procedural schedule after the evidentiary proceeding.” He indicated
that the Company provided additional rate case updates in 2012 and 2013 and
committed to the current prudency review in the 2012 rate case. He stated that “we
thought that made it clear that we intended to be transparent about the costs and
difficulties we were facing.” Id. at 30. Finally, he stated his belief that the
communication concern by the Department does not impact whether the costs were

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

Does Mr. Alders also address this communication concern raised by the
Department?

Yes. First, Mr. Alders noted that the Company did comply with the rules regarding
changed circumstances in a CN, and references his Schedule 1. He also noted that
in late 2011, the Company filed a Notice of Change Circumstances with the focus of
this filing being the delay in implementing the Monticello LCM and EPU projects until
the 2013 outage. Second, he noted that the Company provided updates in several
Resource Plan proceedings (2004 and 2007 IRPs). Third, Mr. Alders noted that the
Company did not provide the cost information in the 2011 Notice of Change
Circumstances (NOCC) because they had provided the cost information in the
Company’s rate cases. Fourth, he stated that the NOCC process “is not designed to
address cost increase issues for ongoing projects.” Xcel Ex. ___ at 15-17 (Alders

Rebuttal).
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How do you respond to Mr. Sparby’s and Mr. Alders’ comments regarding your
concern with not communicating higher costs of the Monticello LCM and EPU
projects?
First, the Company lists the 2010 rate case, 2012 rate case, the 2004 and 2007
CNs and 2011 NOCC where the Company communicated changes about Monticello
LCM and EPU projects. However, my communication concern, as correctly noted by
Mr. Sparby, focused on the lack of meaningful communication of higher costs of the
Monticello LCM and EPU projects (not just general communications), and especially
the expected higher costs of the EPU that resulted in the project not being cost
effective.3

Second, as | noted in my Direct Testimony, it wasn’t until the 2010 Rate Case
(Docket No. EO02/GR-10-971) in the post hearing supplemental testimony of Mr.
Kohl on August 25, 2011 on page 7 that the Company indicated the Monticello LCM
and EPU costs could exceed $500 million. Since this communication of higher costs
didn’t take place in the rate case until after the evidentiary hearing and the results
reduced Xcel’'s proposed recovery from ratepayers in that rate case, of course the
Department had a very limited opportunity to review these higher Monticello LCM and
EPU costs in the 2010 rate case, and we were not that concerned because the net
effect was a reduction to rates in the rate case.

Third, the most important and appropriate place would have been for the
Company to have provided the higher cost in the NOCC in 2011, since that is when
the Company decided the Monticello LCM and EPU projects would be delayed until

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

3See DOC Ex. ___at 6 and 11 (Campbell Direct).
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VIII.

NOCC in 2011 because they had already provided those costs in the rate cases.
However, it wasn’t until the 2013 rate case that Xcel first requested recovery of the
cost overruns and by then Xcel had already mostly spent the money. Given the
Company’s choices regarding the LCM and EPU projects, it should not be a surprise
that it was necessary for the Commission to initiate this special proceeding to assess
whether Xcel has met its burden of proof to show as reasonable the amount the

Company proposes for ratepayers to pay.

PRUDENCY CONCERNS AND FORENSIC ACCOUNTING ANALYSIS

What concern does Mr. Sparby raise about the Department’s prudency adjustment
recommendation?

Mr. Sparby stated that although the Department Consultants’ Direct Testimony
discussed cost increases and was critical of Xcel’s performance in certain respects,
they do not draw any conclusions whether such cost increases were ultimately
necessary or appropriate. As such, he stated that the Consultants did not directly tie
any particular action or decision by the Company to a measure of damages. NSP Ex.

__at 6 (Sparby Direct).

What other concern has Mr. Sparby raised regarding the Department’s
recommended adjustment for Monticello EPU?

Mr. Sparby noted that a cap of costs or of the return on these costs based on
Certificate of Need-level information would represent a fundamental shift in the
regulatory framework that has guided traditional prudence review under the prudent

investment standard. NSP Ex. ___ at 6 (Sparby Rebuttal).
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How do you respond to Mr. Sparby’s comments regarding lack of support for the
Department’s prudency adjustment?

First, Xcel bears the burden of demonstrating that the costs it incurred and seeks to
recover from ratepayers is reasonable. Based on the entirety of the Department’s
analysis, the Department concludes that Xcel failed to do so. Thus, the Department
certainly could have recommended that the Commission deny any recovery of the
costs of the overruns, or any rate of return (either on equity or overall). The fact that
the Department explored an alternative to Xcel receiving no recovery of Monticello
cost overruns is just that, and alternative to Xcel receiving no recovery.

Second, | note that the Department has provided in our Direct and Surrebuttal
Testimonies many reasons for the basis of our conclusion that Xcel did not show
recovery of the cost overruns to be reasonable, including;:

e lack of upfront planning as addressed by Mr. Crisp;

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

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

Jacobs;

e insufficient oversight of contractors and the entire process as addressed

by Mr. Crisp;

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

e poor project management as addressed by Mr. Crisp;

* ineffective use of contingencies as addressed by Mr. Crisp;

® |ack of cost controls and tracking concerns as addressed by Ms. Campbell;

e human performance errors raised by NRC as addressed by Ms. Campbell;
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* |ow cost estimates and inadequate information in initial CNs and in this
case regarding necessary capital costs as addressed by Ms. Campbell and
Mr. Shaw;

e Jack of communication by Xcel with Commission and interested parties
regarding cost overruns as addressed by Ms. Campbell;

* |ack of showing that it is reasonable to allow recovery from ratepayers of
the amount of EPU project that is not cost effective as addressed by Mr.

Shaw.

Is it feasible to show, item-by-item, how Xcel’s decisions increased the costs of the
LCM and EPU from the levels that Xcel represented to the Commission in prior
proceedings?

No, for several reasons. First, general errors such an inadequate planning affect
numerous items, not just one. Second, Xcel's accounting for the costs is highly
problematic, as discussed above. Third, even if Xcel had tracked costs and
information appropriately, even forensic accounting will never uncover an invoice
stating that, due to insufficient oversight of contractors, lack of planning, human
performance errors, etc. an extra $10 million was incurred, for example. The
Department did however, identify several problem areas and gave examples where
the Company’s actions, which Xcel did not show to be reasonable, clearly lead to
higher costs resulting in the Company’s 116% cost overrun for the Monticello LCM

and EPU projects.
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Mr. Sparby claims that a cap or no return on costs based on certificate of need
amounts is inconsistent with past precedent; do you agree?

No. On pages 22 to 27 of my Direct Testimony, | provided in detail several cases that
resulted in caps of costs, no return above the CN estimated amount, or denial of
unsupported costs related to generation. So, Xcel has not demonstrated that the
Department’s proposed partial cost recovery by way of a cap or no return is either
unreasonable, outside of Commission authority or would be a change in past
precedent. Mr. Sparby also failed to acknowledge that this Monticello case is unique,
due to the extent of cost overruns and the lack of transparency regarding the
Company’s decisions to continue with the projects despite their greatly escalating

costs.

What concerns did Mr. Lindell raise about the Department’s recommendation for a
cost disallowance and the prudency review performed?
Mr. Lindell raised the following concerns:

e First, that the Department’s recommendation for cost disallowance was not
based on whether costs were prudent or reasonable but on a comparative
cost allocation analysis.

e Second, that the Department did not conduct any analysis or investigation on
whether the cost overruns were prudent or reasonable.

¢ Third, Department’s recommendation to disallow cost overruns that are not
cost effective compared to other alternatives is not a prudency review and
limits the ability of consumers to enjoy the benefits of “a properly

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

First, | understand some of Mr. Lindell’s’ concerns and agree that the burden of proof
is on Xcel to show why the Company should be allowed to recover costs above the
levels indicated in the Company’s CN proceedings. However, as | discussed in my
direct testimony, the Department is taking a balanced approach to help ensure that
Xcel is able to operate Monticello in a safe, effective manner.

Second, as discussed above it is not feasible to conduct, item-by-item, the
exact dollar measurement for cost overruns pertaining to specific decisions by the
Company regarding the LCM and EPU. Instead, the Department identified several
problem areas and gave examples that showed the Company’s actions clearly lead to
higher costs resulting in the Company’s 116% cost overrun for the Monticello LCM
and EPU projects.

Third, his statement that the Department did not conduct any analysis or
investigation on whether the cost overruns were prudent or reasonable is not
supported. The testimony of Department witnesses Dr. Jacobs, Mr. Crisp, Mr. Shaw
and myself, collectively, show that based on information Xcel knew or reasonably
should have known at the time of its decisions, Xcel did not demonstrate that its
actions and decisions with respect to the Monticello projects were reasonable. This
fact means, of course, that Xcel did not show that its costs were prudently incurred.
Moreover, the Department and Department’s consultants issued over 100
information requests, did a site visit, did invoice testing, and evaluated the
Company’s model used in the 2007 IRP and 2008 CN process to determine if the
Company showed that its decisions were prudent and cost-effective. So | respectfully

disagree with Mr. Lindell's statement.
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| also don’t agree that no return on cost overrun amounts, caps on cost
recovery, comparison to other projects to determine reasonable costs, or
disallowance based on not being cost effective, are not reasonable
recommendations and adjustments when there are problems with prudency of costs
that are not easily measured. In fact, the Commission has approved no return on
cost overrun for Nobles Wind, capped cost recovery in riders, and made reductions in
costs in Whispering Willow - East based on market price comparison of other wind
projects. | noted that | have discussed these cases in detail in my Direct Testimony

on pages 22 to 27. DOC Ex. ____at 22-27 (Campbell Direct).

Mr. Lindell compared the Nobles Wind Farm with the Monticello LCM and EPU
projects, and concluded that the Department’s proposal in this case deviates
significantly from the Nobles Wind Farm case. How do you respond?

| note that the facts of these two cases are different. Nobles Wind Farm was a
competitively bid project, so the Department concluded that any costs over the bid
amount should not be recovered from ratepayers. The ALJ did agree with the
Department in this argument; however, the Commission instead approved a
disallowance based on no return on the amount over the competitive bid. AUD-OAG

Ex. __ at 9-10 (Lindell Rebuttal).

Mr. Lindell noted that you are not a nuclear engineer and have no experience
working with the nuclear industry. How do you respond?
| agree that | am not a nuclear engineer, nor have | ever suggested that | am.

However, | have worked in energy regulation for 25 years, with over eight years with
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the Federal Energy Regulatory Commission and close to 17 years with the
Department. My working experience in energy regulation has included auditing of
nuclear plant capital costs, auditing of operating and maintenance costs, and review
of nuclear depreciation and decommission studies. AUD-OAG Ex. ___at 10-11

(Lindell Rebuttal).

Mr. Lindell stated that in the event that the Commission believes more analysis is
required to determine which additional cost overruns were caused by NSP’s poor
management; he would recommend a forensic accounting analysis, as discussed by
Mr. Crisp. How do you respond?

First, | note that neither Mr. Crisp nor other Department witnesses recommended a
forensic accounting analysis in their Direct Testimony.

Second, given my discussion above regarding the difficulty of finding an
invoice showing how much a poor decision increased a particular cost, | do not
believe such as approach would be helpful in this case. As a result, | cannot
conclude that it would be a reasonable use of resources to pursue such an
investigation, since | believe the Department has already provided a well-supported
record for our recommended adjustments. Moreover, | note that Mr. Lindell’s

recommendation is also in the record.

REASONABLENESS OF DEPARTMENT’S RECOMMENDATIONS

What were the recommendations in your Direct Testimony, based on the

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

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

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

e Based on my concerns noted above regarding transparency,
| conclude that the Company did not monitor its costs for
Monticello LCM and EPU projects approved in the CN

compared to actual costs being incurred. | have concerns
with inconsistencies in how the Company tracked costs for
accounting purposes compared to CN/IRP purposes that did
not tie together or make sense. Additionally, | conclude that
the Company should have filed a NOCC as soon as they
were aware that the Monticello LCM and EPU project costs
were expected to be significantly higher than the amount
approved by the Commission in the original CNs, with an
evaluation as to whether the Monticello LCM and Monticello

EPU projects continued to be cost effective.

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

Direct).

e As noted above, the Department has challenged rate
recovery of amounts that have exceeded CN approved
amounts, competitive bids, and other amount approved by
the Commission. However, the Department has limited its
recommended adjustment in this proceeding to the amount

of the Monticello EPU that is not cost effective.

¢ The Department recommends that the Commission disallow
$71.42 million on a Minnesota jurisdictional basis with
AFUDC costs, for the portion of the Monticello EPU that was

not cost-effective due to cost overruns,

approximately a $10.713 million revenue requirement
reduction.  This disallowance would continue for the
remaining life of the plant, stepping down each year due to
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e accumulated depreciation. DOC Ex. __  at NAC-12
(Campbell Direct).

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

Since providing the estimated $10.713 million revenue requirement reduction for
2015, with ongoing disallowance for the remaining life of the plant which steps down
each year due to accumulated depreciation, have you determined a more exact
adjustment?

Yes. As noted in my Surrebuttal Testimony in the current Xcel rate case the Company
provided the detailed calculations for the Department’s Monticello prudency
adjustment of $10.237 million for 2015 on a Minnesota Jurisdictional basis, as
shown on Attachment A, column (e) in the Company’s response to Department
information request no. 2148. DOC Ex. ___ at 32 (Campbell Surrebuttal in Docket

No. E002/GR-13-868).

Does Mr. Sparby agree with the Department’s recommendation for a prudency
adjustment of $71.42 million reduction to the capital costs of the Monticello EPU
resulting in a $10.237 million revenue requirement downward adjustment for 2015
on a Minnesota Jurisdictional basis, and ongoing adjustment for the life of the plant
stepped down for accumulated depreciation?

No. Mr. Sparby noted that he does not believe it is appropriate for Xcel to have any
“material” disallowance of its cost overruns, despite more than doubling the level of

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

recommends.

Does it make sense that Xcel’s ratepayers should bear the entire burden of the cost
overruns for the Monticello LCM and EPU?

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

What justification did Mr. Sparby offer for his conclusion that all of the cost overruns
should be paid for by Xcel’s ratepayers?

Mr. Sparby claims that the Department’s approach involved “hindsight” and instead
should have focused on whether the Company’s decisions were reasonable based on
the facts that were known or reasonably knowable at the time of Xcel’s decisions.
Xcel Ex. __ at 34-35 and elsewhere (Sparby Rebuttal). DOC Witnesses Mr. Shaw
and Mr. Crisp explain in their surrebuttal testimonies that the Department did exactly
that analysis. Mr. Sparby also stated that the Department did not consider the
Company’s contemporaneous good faith estimate of a reasonable LCM/EPU split, but
instead applied and after-the-fact hindsight to re-characterize the split. Dr. Jacobs
discusses in his surrebuttal testimony how that split needs to reflect how Xcel’'s

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

What were Mr. Sparby’s concerns with the magnitude of the Department’s proposed
disallowance?
First, he noted that the impact of the Department’s proposal was a concern for the

financial health of the utility, particularly in light of the current record. He stated that
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a significant disallowance without specific facts supporting imprudence or harm
could send a signal to investors that our nuclear programs do not have strong
regulatory support in Minnesota. He stated his concern that the Department’s
proposal sighals a lack of full appreciation for the complexity of these programs, and
for the degree of resources necessary to ensure the integrity and safety of nuclear
facilities. He also noted that the Department makes no mention of the issues faced
by other utilities and the fact that other regulatory, such as the Florida commission,
allowed 100 percent recovery of the similar cost increases. NSPEx. _ at 33

(Sparby Rebuttal).

According to Mr. Sparby how would a disallowance of the type suggested by the
Department impact the Company?

Mr. Sparby indicated that a direct disallowance may have a compounding effect on
the Company. He noted the Company’s past under recovery of Monticello LCM and
EPU projects capital costs in past rate cases and in the current case where the
Department has recommended a 2015 in-service date instead of a 2014 in-service
date for the Monticello EPU because the 71 MW related to the EPU is not yet up and
running. He indicated that a straight disallowance would exacerbate the fact that the
Company has not been kept whole for rate recovery for Monticello LCM and EPU. Mr.
Sparby attached as Schedule 1 to his Rebuttal Testimony, a spreadsheet prepared by
the Company’s revenue requirement area that provided the Company estimated level

of potential under-recovery. NSP Ex. ___ at 33-34 (Sparby Rebuttal).
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How do your respond to the concerns raised by Mr. Sparby regarding the
Department’s disallowance?
| have several responses. First, the Department asked Xcel to “provide copies of all
reports available to Xcel regarding the effects of the Department’s recommendation
on the financial health of Xcel.” Rather than providing those reports, Xcel merely
stated:

Mr. Sparby’s testimony is based on an overall concern

that a material disallowance may result in an adverse

financial impact on the Company over the long term. In

making this statement, Mr. Sparby was not relying on

any specific report or investor comment.

Rather, Mr. Sparby was the Chief Financial Officer of Xcel

Energy Inc. from 2009-11 and has experience in the

types of issues that concern the capital markets. He

recognizes that while difficult, the Company could

absorb the direct financial impact of a disallowance in

the amount recommended by the Department in this

proceeding.
DOC Ex. ____ at NAC-S-5 IR 135 (Campbell Surrebuttal)

Mr. Sparby’s response then reiterates the concerns in his rebuttal testimony, which
states, essentially, that it would not be fair to hold Xcel accountable to its

representations regarding costs of projects.

What other responses do you have to Mr. Sparby’s concerns about the Department’s
recommended disallowance of recovery of a portion of the cost overruns?

Regarding his discussion of “under recovery” of Monticello costs in past rate cases, |
note that prior to the EO02/GR-12-961, no rate recovery was denied to Xcel.

Additionally, the fact that the Monticello EPU was not up and running in the last rate
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case (12-961) and continues not to be up and running in the current rate proceeding
(13-868) means that these Monticello costs are not eligible for cost recovery.
Moreover, the Department’s adjustment recommended in Direct Testimony in
this proceeding recommends denial of rate recovery only for the not cost effective
portion (i.e. ratepayers would have better off if the Company built a gas plant) of the
Monticello EPU. This recommendation was reasonable, if not generous, considering
all of the concerns the Department identified in this case and the fact that the
Company seems to be changing its story from what was said in past Commission

proceedings compared to what is being said in this proceeding.

Does AUD-OAG witness Lindell agree with your estimated final cost amount of
$748.1 million for the Monticello LCM and EPU projects?

Yes. On pages 2-3 of his Rebuttal Testimony, Mr. Lindell used the $748.1 million
amount to calculate his cost overrun amount. AUD-OAG Ex. ____ at 2-3 (Lindell

Rebuttal).

Mr. Lindell calculated that the cost overrun on Monticello LCM and EPU projects is
$428.1 million; do you agree with his calculation?

Almost; Mr. Lindell used a $320 million for the total of the two CNs initial cost
amounts for the LCM and EPU, however, the Company included in CNs an additional
amount for the steam dryer which was required for the project, bring the total CNs
estimates to $346 million for the Monticello LCM and EPU projects when escalated
to current (2014) dollars. As a result, | noted the cost overrun to be slightly lower at

$402.1 million, rather than the $428.1 million calculated by Mr. Lindell.

Campbell Surrebuttal / 36



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

AUD-OAG Ex. ___ at 2-3 (Lindell Rebuttal) and DOC Ex. ____ at 18-19 (Campbell

Direct).

SUMMARY OF DEPARTMENT AND OTHER PARTY ADJUSTMENTS

What is your understanding of the AUD-OAG recommended adjustment for Monticello
LCM and EPU projects?

Mr. Lindell indicated that the cost overrun amount is $428.1 million, for which he
recommended 75 percent or $321 million cost disallowance and 25% or $107.1
million to receive no return. | note that using a rough estimate, | believe this
recommendation amounts to approximately a downward revenue requirement
adjustment of $58 million for 2015 and stepping down for accumulated depreciation

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

What are other possible adjustments the Commission could consider?
| believe the Commission could also consider no return on the $402.1 million cost
overrun (as calculated by the Department) which would result in a downward revenue
requirement adjustment of $25.796 million for 2015 on a Minnesota Jurisdictional
basis (and then stepped down every year due to accumulated depreciation for the life
of plant as shown on Attachment A to Department information request no. 127).
Additionally, | believe the Commission could consider allowing Xcel to earn
only a weighted short-term and long-term debt return (no equity) of the $402.1
million (consistent with the Department’s recommendation in the current rate case
for PI EPU that was abandoned). The effect of this adjustment would be a downward

revenue requirement adjustment of $20.507 million of 2015 on a Minnesota
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Jurisdictional basis (and then stepped down every year due to accumulated
depreciation for the life of plant as shown on Attachment B to Department

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

In response to Department information request no. 127 the Company provided
information that indicates they do not agree with the $402.1 million, but instead
believe that difference should be $305 million, since AFUDC should not be included.
How do you respond?

First, | don’t believe the Company raised this issue in its Rebuttal Testimony, which
would have been a more appropriate place to raise this issue. Second, | don’t agree
that the AFUDC cost should be excluded. As noted in my Direct Testimony, AFUDC is
a cost of the plant in-service amount for which the Company is requesting rate
recovery. My understanding is for purposes of CNs/IRPs all cost should be included
in the model, including AFUDC costs. Finally, if the Commission denied cost recovery
of Monticello LCM and EPU projects, then of course the AFUDC related to those cost

must also be denied.

What would be the basis for the Commission to consider either “no return” on the
$402.1 million cost overrun or weighted short-term and long-term debt on the
$402.1 million?

During our review of Monticello LCM and EPU projects, the Department and the
Department’s consultants found numerous concerns which clearly increased costs
and thereby decreased benefits to ratepayers. Additionally, it is extremely concerning

that the Monticello EPU additional 71 MW is not up and running yet, likely won’t be

Campbell Surrebuttal / 38



10

11

12

13

14

15

16

17

18

19

until 2015, and at this point | would think the Commission and interested parties
would want to see Monticello EPU project up and running soon. The Monticello LCM
and EPU were supposed to have been in-service in 2011, then in 2013 (which is
when the LCM was put in-service) and then the EPU was supposed to have been in-
service in 2014 and is now expected to be in-service in 2015. Having a fully

functional plant is an important consideration.

Does the Department continue to recommend the prudency adjustment
recommended in your Direct Testimony of $71.42 million reduction to the capital
costs of the Monticello EPU resulting in a $10.237 million revenue requirement
downward adjustment for 2015 on a Minnesota Jurisdictional basis, and ongoing
adjustment for the life of the plant stepped down for accumulated depreciation?
Yes. However, | continue to note the Department’s concerns listed in my testimony
above and ongoing concerns with Monticello EPU not being up and running. | note
that this record could also support higher disallowances, even though the

Department is not making such a recommendation at this time.

Does this conclude your Surrebuttal Testimony?

Yes.
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UNITED STATES

NUCLEAR REGULATORY COMMISSION
REGION Iil
2443 WARRENVILLE RD. SUITE 210
LISLE, IL 60532-4352

September 2, 2014

Ms. Karen Fili

Site Vice President

Monticello Nuclear Generating Plant
Northern States Power Company, Minnesota
2807 West County Road 75

Monticello, MN 55362-9637

SUBJECT: MID-CYCLE ASSESSMENT LETTER FOR MONTICELLO NUCLEAR
GENERATING PLANT

Dear Ms. Fili:

On August 6, 2014, the U.S. Nuclear Regulatory Commission (NRC) completed its mid-cycle
performance review of Monticello Nuclear Generating Plant. The NRC reviewed the most
recent quarterly performance indicators (PIs) in addition to inspection results and enforcement
actions from July 1, 2013 through June 30, 2014. This letter informs you of the NRC’s
assessment of your facility during this period and its plans for future inspections at your facility.

The NRC determined the performance at Monticello Nuclear Generating Plant during the most
recent quarter was within the Degraded Cornerstone Column of the NRC’s Reactor Oversight
Process (ROP) Action Matrix because of one Yellow finding, with substantial safety significance,
in the Mitigating Systems Cornerstone. The finding involved the failure to maintain a procedure
addressing all of the effects of an external flooding scenario on the plant

As described in our Assessment Followup-Letter issued on August 28, 2013 (ADAMS
Accession No. ML 13240A435), Monticello Nuclear Generating Plant transitioned from the
Licensee Response column to the Degraded Cornerstone Column of the ROP Action Matrix in
the second quarter of 2013 due to the Yellow finding related to the failure to maintain a
procedure addressing all of the effects of an external flooding scenario on the plant. This failure
resulted in the site not being able to support the timely implementation of flood protection
activities within the 12-day timeframe credited in the design basis as stated in the updated
safety analysis report. This finding will remain open until the successful completion of
Inspection Procedure 95002, “Supplemental Inspection for One Degraded Cornerstone or Any
Three White Inputs in a Strategic Performance Area.”

On July 18, 2014, your staff notified the NRC of your readiness for it to conduct a supplemental
inspection to review the actions taken to address the performance issues. Therefore, in addition
to ROP baseline inspections, the NRC plans to conduct a supplemental inspection in
accordance with Inspection Procedure 95002, *Supplemental Inspection for One Degraded
Cornerstone or Any Three White Inputs in a Strategic Performance Area,” to review the actions
taken to address the performance issues. The NRC has not yet scheduled this inspection.
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The NRC identifies substantive cross-cutting issues (SCCls) to communicate a concern with
the licensee’s performance in a cross-cutting area and to encourage the licensee to take
appropriate actions before more significant performance issues emerge. The NRC identified
a cross-cutting theme in the Human Performance, Conservative Bias aspect (H.14).
Specifically, five inspection findings for the current 12-month assessment period were

a cross-cutting aspect of H.14, “Individuals use decision-making practices that emphasize
prudent choices over those that are simply allowable.” The NRC determined that an SCCI
exists because the NRC has a concern with your staff’s scope of effort and progress
addressing the cross-cutting theme associated with Human Performance, Conservative Bias
(H.14). Specifically, the NRC noted that your staff missed an early opportunity to identify-this
SCCI and, therefore failed to recognize that the SCCI affected overall plant performance. As a
result, corrective actions to address the SCCI were unnecessarily delayed resulting in
continued, declining performance in this area.

In October 2013, after an adverse trend was identified in your corrective action program for
three NRC-identified issues associated with this cross-cutting aspect, your staff determined that
an apparent cause evaluation was necessary to address this issue. The apparent cause
evaluation was subsequently cancelled and justifications were determined to be incorrect and
delayed full understanding of the significance of the lack of conservative bias in decision making
until April 2014, after another three NRC-identified findings with related H.14 aspects had been
identified during the first quarter 2014. In total, six NRC-identified findings with H.14 aspects
had been identified between February 2013 and April 2014. In May 2014, your staff completed
a root cause evaluation which concluded that these issues reflected current organizational
behavior and resulted from inadequate decision making and delayed corrective action from
prior, similar issues. In particular, the root cause evaluation noted that the failure to take
corrective actions in October 2013 was a result of underlying organizational behaviors. Given
these circumstances and the recency of your additional actions, we cannot conclude that the
corrective actions will be fully effective in addressing the cross-cutting theme.

This human performance SCCI will remain open until the number of findings with a cross-cutting
aspect of H.14 is reduced, the corrective actions taken to mitigate the cross-cutting theme prove
effective, and sustained performance improvement is observed in the H.14 aspect of the human
performance area. The NRC will monitor your staff’s effort and progress in addressing the SCCI
by evaluating your corrective action program, any root cause evaluations for the SCCI, and
performance improvement initiatives.

In its assessment letter dated March 4, 2014 (ML14063A307), the NRC opened an SCCl in
human performance with the aspect of H.7, “the organization creates and maintains complete,
accurate and up-to-date documentation” (formally referred to as H.2(c)). As stated in the letter,
this SCCI will remain open until the number of findings with a cross-cutting theme in H.7 is
reduced, the corrective actions taken to mitigate the cross-cutting theme prove effective, and
sustained performance improvement is observed in the H.7 aspect of the human performance
area.

To address the SCCI in H.7, your staff performed an apparent cause evaluation in July 2013
and a root cause evaluation in February 2014. These evaluations identified weaknesses in site
leadership not enforcing quality work documents for procedures that are being approved for use
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in the plant. In response, your staff developed performance improvement plans for each
department, improved supervisory field oversight, and implemented additional training for
supervisors. The NRC noted that that the number of findings with a cross-cutting aspect of H.7
remains above the threshold for assigning a cross-cutting aspect and that those corrective
actions taken have not yet proven effective in substantially mitigating the cross-cutting theme
even though a reasonable duration of time has passed. Therefore, this SCCI will remain open
until the closure criteria stated above are met. Because this letter is the second consecutive
assessment letter documenting an SCCI with the same cross-cutting aspect, the NRC requests
your staff to provide a written response documenting your planned actions to address this SCCI.
The NRC will continue to monitor your staff's effort and progress in addressing the SCCI by
evaluating your corrective action program, any evaluations for the SCCI, and performance
improvement initiatives. '

As a result of the Safety Culture Common Language Initiative, the terminology and coding of
cross-cutting aspects were revised. All cross-cutting aspects identified during inspections
conducted in calendar year 2014 reflect this revision to Inspection Manual Chapter (IMC) 0310.
Cross-cutting aspects identified in 2013 using the 2013 terminology were converted to the latest
revision in accordance with the cross-reference in IMC 0310 during the mid-cycle assessment
review and evaluated for cross-cutting themes and potential substantive cross-cutting issues in
accordance with IMC 0305.

The enclosed inspection plan lists the inspections scheduled through December 31, 2015.
Routine inspections performed by resident inspectors are not included in the inspection plan.
The inspections listed during the last 9-months of the inspection plan are tentative and may be
revised at the end-of-cycle performance review. The NRC provides the inspection plan to allow
for the resolution of any scheduling conflicts and personnel availability issues. The NRC will
contact you as soon as possible to discuss changes to the inspection plan should
circumstances warrant any changes. This inspection plan does not include security related
inspections, which will be sent via separate, non-publicly available correspondence.

In response to the accident at Fukushima, the Commission issued Order EA-12-049,

“Order Modifying Licenses with Regard to Requirements for Mitigation Strategies for
Beyond-Design-Basis External Events,” which requires licensees to develop, implement, and
maintain guidance and strategies to maintain or restore core cooling, containment, and spent
fuel pool cooling capabilities following a beyond-design-basis external event. Additionally, the
Commission issued Order EA-12-051, “Order Modifying Licenses with Regard to Reliable Spent
Fuel Pool Instrumentation,” which requires licensees to have a reliable means of remotely
monitoring wide-range Spent Fuel Pool levels to support effective prioritization of event
mitigation and recovery actions in the event of a beyond-design-basis external event. The NRC
is conducting audits of licensee efforts towards compliance with these Orders. This audit
includes an onsite component in order for the NRC to evaluate licensee plans for complying with
the Orders, as described in site-specific submittals, and to receive and review information
relative to associated open items. This onsite activity will occur in the months prior to a
declaration of compliance for the first unit at each site, and will aid staff in development of an
ultimate Safety Evaluation for the site. The date for the onsite component at your site is being
coordinated with your staff. A site-specific audit plan for the visit will be provided in advance to
allow sufficient time for preparations.
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In accordance with Title 10 of the Code of Federal Regulations 2.390, “Public Inspections,
Exemptions, Requests for Withholding,” of the NRC's "Rules of Practice," a copy of this letter,
its enclosure, and your response (if any) will be available electronically for public inspection in
the NRC Public Document Room or from the Publicly Available Records System (PARS)
component of NRC's Agencywide Documents Access and Management System (ADAMS).
ADAMS is accessible from the NRC Web site at http://www.nrc.gov/reading-rm/adams.html (the
Public Electronic Reading Room). '

Please contact Kenneth Riemer at 630-829-9628 with any questions you have regarding this
letter.

Sincerely,
/RA/

Cynthia D. Pederson
Regional Administrator

Docket Nos. 50-263
License Nos. DPR-22

Enclosure:
Monticello Nuclear Generating Plant
Inspection/Activity Plan

cc w/encl: Distribution via LISTSERV®
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UNITED STATES

NUCLEAR REGULATORY COMMISSION
REGION it
2443 WARRENVILLE RD. SUITE 210
LISLE, IL 60532-4352

September 2, 2014

Mr. Kevin Davison

Site Vice President

Prairie Island Nuclear Generating Plant
Northern States Power Company, Minnesota
1717 Wakonade Drive East

Welch, MN 55089

SUBJECT: MID-CYCLE ASSESSMENT LETTER FOR PRAIRIE ISLAND NUCLEAR
GENERATING PLANT, UNITS 1 AND 2

Dear Mr. Davison:

On August 8, 2014, the U.S. Nuclear Regulatory Commission (NRC) completed its mid-cycle
performance review of Prairie Island Nuclear Generating Plant, Units 1 and 2. The NRC
reviewed the most recent quarterly performance indicators (Pls) in addition to inspection resuits
and enforcement actions from July 1, 2013 through June 30, 2014. This letter informs you of
the NRC’s assessment of your facility during this period and its plans for future inspections at
your facility.

The NRC determined that overall, Prairie I1sland Nuclear Generating Plant, Unit 1 operated in a
manner that preserved public health and safety and met all cornerstone objectives. The NRC
determined the performance at Prairie Island Nuclear Generating Plant, Unit 1 during the most
recent quarter was within the Licensee Response Column of the NRC’s Reactor Oversight
Process (ROP) Action Matrix because all inspection findings had very low (i.e., green) safety
significance, and all Pls indicated that your performance was within the nominal, expected
range (i.e., green). Therefore, the NRC plans to conduct ROP baseline inspections at your
facility. :

The NRC determined the performance at Prairie Island Nuclear Generating Plant, Unit 2 during
the most recent quarter was within the Regulatory Response Column of the NRC’s ROP Action
Matrix because of one low-to-moderate safety significant (White) Pl for Emergency Alternating
Current Power Systems in the Mitigating Systems Performance Index.

On April 24, 2014, your staff notified the NRC of your readiness for it to conduct a supplemental
inspection to review the actions taken to address the performance issues. Therefore, in addition
to ROP baseline inspections, the NRC commenced a supplemental inspection in accordance
with Inspection Procedure 95001, *Supplemental Inspection for One or Two White Inputs in a
Strategic Performance Area,” on August 25, 2014. The NRC also plans to conduct Temporary
Inspection Procedure 2515—189 “Inspection to Determine Compliance of Dynamic Restraint
(Snubber) Program with 10 CFR 50.55a.”

"The NRC identifies substantive cross-cutting issues (SCCls) to communicate a concern with
the licensee’s performance in a cross-cutting area and to encourage the licensee to take
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appropriate actions before more significant performance issues emerge. The NRC identified a
cross-cutting theme in the Human Performance, Documentation aspect (H.7). Specifically, four
inspection findings for the current 12-month assessment period were assigned a cross-cutting
aspect of H.7, “the organization creates and maintains complete, accurate and up-to-date
documentation.” The NRC determined that an SCC! exists because the NRC has a concern
with your staff's scope of effort and progress in addressing the cross-cutting theme associated
with H.7.

To address the SCCls, your staff initiated a corrective action document in July 18, 2014, with an
assignment to perform an evaluation of the issue by the end of August 2014. Although each
specific issue was addressed, there were no interim corrective actions taken to address this
trend. The NRC is concerned that the apparent lack of urgency to address this SCCI was
symptomatic of the overall weakness in your corrective action program. Specifically, NRC
inspections of the corrective action program conducted in 2012 and 2014 (ML12269A253 and
ML14218A268) identified numerous challenges to its efficacy, resulting a significant backlog of
issues that remained uncorrected. The NRC also noted that minimal corrective actions had
been taken to address these challenges between the 2012 and 2014 inspections. Therefore,
the NRC was not confident that your staff would effectively address the SCCI prior to the end of
the current assessment period, given the lack of any specific interim actions and the overall
poor performance of the corrective action program.

This human performance SCCI will remain open until the number of findings with a cross-cutting
aspect of H.7 is reduced, the corrective actions taken to mitigate the cross-cutting theme prove
effective, and sustained performance improvement is observed in the H.7 aspect of the human
performance area. The NRC will monitor your staff’s effort and progress in addressing the SCCI
by evaluating your corrective action program, any evaluations for the SCCI, and performance
improvement initiatives.

As a result of the Safety Culture Common Language Initiative, the terminology and coding of
cross-cutting aspects were revised. All cross-cutting aspects identified during inspections
conducted in calendar year 2014 reflect this revision to Inspection Manual Chapter (IMC) 0310.
Cross-cutting aspects identified in 2013 using the 2013 terminology were converted to the latest
revision in accordance with the cross-reference in IMC 0310 during the mid-cycle assessment
review and evaluated for cross-cutting themes and potential substantive cross-cutting issues in
accordance with IMC 0305.

The enclosed inspection plan lists the inspections scheduled through December 31, 2015.
Routine inspections performed by resident inspectors are not included in the inspection plan.
The inspections listed during the last nine months of the inspection plan are tentative and may
be revised at the end-of-cycle performance review. The NRC provides the inspection plan to
allow for the resolution of any scheduling conflicts and personnel availability issues. The NRC
will contact you as soon as possible to discuss changes to the inspection plan should
circumstances warrant any changes. This inspection plan does not include security related
inspections, which will be sent via separate, non-publicly available correspondence. .

In response to the accident at Fukushima, the Commission issued Order EA-12-049,
“Order Modifying Licenses with Regard to Requirements for Mitigation Strategies for
Beyond-Design-Basis External Events,” which requires licensees to develop, implement, and
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maintain guidance and strategies to maintain or restore core cooling, containment, and spent
fuel pool cooling capabilities following a beyond-design-basis external event. Additionally, the
Commission issued Order EA-12-051, “Order Modifying Licenses with Regard to Reliable Spent
Fuel Pool Instrumentation,” which requires licensees to have a reliable means of remotely
monitoring wide-range Spent Fuel Pool levels to support effective prioritization of event
mitigation and recovery actions in the event of a beyond-design-basis external event. The NRC
is conducting audits of licensee efforts towards compliance with these Orders. This audit
includes an onsite component in order for the NRC to evaluate licensee plans for complying with
the Orders, as described in site-specific submittals, and to receive and review information
relative to associated open items. This onsite activity will occur in the months prior to a
declaration of compliance for the first unit at each site, and will aid staff in development of an
ultimate Safety Evaluation for the site. The date for the onsite component at your site is being
coordinated with your staff. A site-specific audit plan for the visit will be provided in-advance to
allow sufficient time for preparations.

In accordance with Title 10 of the Code of Federal Regulations 2.390, “Public [nspections,
Exemptions, Requests for Withholding,” of the NRC's "Rules of Practice," a copy of this letter,
its enclosure, and your response (if any) will be available electronically for public inspection in
the NRC Public Document Room or from the Publicly Available Records System (PARS)
component of NRC's Agencywide Documents Access and Management System (ADAMS).
ADAMS is accessible from the NRC Web site at http://www.nrc.gov/reading-rm/adams.html (the
Public Electronic Reading Room).

Please contact Kenneth Riemer at 630-829-9628 with any questions you have regarding this
letter.

Sincerely,
/RA/

Anne T. Bolénd, Division Director
Division of Reactor Projects

Docket Nos. 50-282, 50-306 and 72-010
License Nos. DPR—42, DPR-60 and SNM—-2506

Enclosure:
Prairie Island Nuclear Generating Plant
Inspection/Activity Plan

cc w/encl: Distribution via LISTSERV®
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Docket No. EQ02/CI-13-754
DOC Ex. ___ NAC-S-2

According to Ms. Perkett, was the plant addition of $167.4 million for Monticello
LCM/EPU placed in service in January 2014 reflected in the 2014 revenue

requirements?
Ms. Perkett provided the following response on page 22 of her Direct Testimony:

Yes. This change was not included in the 2014 budget
and, therefore, Ms. Heuer, in her Direct Testimony,
includes an adjustment to reflect this change to the
2014 test year revenue requirement. A schedule
showing the total Company calculation is provided
as Exhibit__ (LHP-1), Schedule 5.

NSP Ex. ___ at 22 (Perkett Direct).

In the above questions and answers the Company estimated in-service date of
January 2014; however, is the Monticello LCM/ EPU project operating at its full 671
MW level (speci_fically the 71 MW related to the EPU) at this time?

No. As a result, the Department asked Xcel in the Monticello Cl docket to identify the
steps that are necessary before Monticello operates at its full 671 MW level and to
indicate the expected dates for each step. The Company provided the following
response to DOC information request no. 115 in Docket No. EO02/CI-13-754:

Monticello has specific license requirements that must
be met and verified during power ascension testing. The

_testing will take the station from its previous licensed
output of 1775 MWt (approximately 609 MWe) to our
new approved output of 2004 MWt (approximately 671
MWe).

The process is such that the Company increases power
in small increments and collects data for verification
against licensed parameters. When the station reaches
predefined power levels the data is collected and sent to
the NRC for review. The station will not move up in
power without NRC concurrence. NRC review times vary
based on the data being evaluated and how close it
correlates to the values submitted during the licensing
process.

Campbell PUBLIC Direct/ 51
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Testing to Date:

After receiving the EPU license on December 9, 2013,
the Company began its ascension plan. Power was
increased in December and testing began. We moved
through the first two power ascension set points in
December and January. Then on March 11, 2014, the
unit reached the first required data collection plateau,
which was 1864 MWt (approximately 640 MWe). The
data collection is required as part of the Power Uprate
License and is intended to provide verification that the
steam dryer is not reasonably likely to be damaged as a
result of uprated conditions as occurred at Quad Cities.
The data was collected and sent to the vendor for review
and their concurrence. During that review, the vendor
discovered that the stresses were running lower than
expected, consistently across the entire data collection
range, by a factor of 2. As a result, to comply with our
license, we returned the plant to the previously known
safe power level of 1775MWt (approximately 609 MWe).

The vendor reviewed the data and determined that a
programming error was made during the initial setup for
data collection. The program was initially changed to
accommodate reactor vessel pressure testing, which is
required by technical specifications to restart the
reactor, but was not reset properly to capture steam
loads; thus, creating the error. This data anomaly was
easily reconciled and the offset was dispositioned by the
vendor. However, as part of the normal process of
conducting additional extent of condition review of the
entire data provided, we discovered a configuration
issue associated with the wiring to the strain gauges on
one of the main steam lines (located in the Drywell). The
upper and lower wires were mislabeled and thus lead us
to connect them incorrectly at the data Collection Panel
located outside of the Drywell. The physical distances
are different between the upper and lower collection
points and this requires the vendor to re-run their stress
model with the correct configurations. Following the
completion of their data set runs, Xcel Energy will review
the results and submit them to the NRC as required by
the license. Once the NRC completes their review we
will resume power ascension testing.

Steps Going Forward:

We expect our reanalysis and re-verification of the model
and the inputs and outputs to be completed by the end
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of June and we expect NRC review will take
approximately one month, so we expect to re-enter
power ascension in August, assuming no additional
licensing activities are required. The Company believes
that we will be able to achieve full power of 2004 MWt
(approximately 671 MWe) by the end of 2014 based on
the following ascension plan, which contains the same
steps as our pre-data issue plan but with different dates:

e August- Raise power to 1819 MWt (approximately
624 MWe) for Steam Dryer Data only.

s Farly September- Raise power to 1864 MWt (105% or
approximately 640 MWe) for Steam Dryer only (This is
the power level that we need to submit Dryer Data to
NRC)

= Submit the data to the NRC for their review
and concurrence.

e Late September- Raise Power to 1908 MWt
(approximately 658 MWe) and commence Dynamic
Testing.

¢ QOctober- Transition to M+ Operating Domain, as
required by the license. This transition will result in a
power reduction to 1686 MWt (approximately 580
MWe), which is the starting verification point on the
operators Power to Flow Map.

e QOctober- Raise power to M+ 1775 MWt
(approximately 609 MWe)

¢ Mid-November- Raise power to M+ 1864 MWt (105%
or approximately 640 MWe)

s Mid-November- Raise power to M+ 1908 MWt
(approximately 658 MWe).

o End of November- Raise Power to EPU 1953 MWt
(approximately 664 MWe)

=  Submit the data to the NRC for their review
and concurrence.

e December- Raise Power to EPU 2004 MWt
(approximately 671 MWe) output. The 2004 MWt
power level correlates to the new power level of
671MWe and will end the testing window pending
NRC concurrence. The time line provided is based
on timely reviews by the vendors and the NRC.
Should the data render unexpected results, the
review times could be impacted.

DOC Ex. ___ at NAC-8 (Campbell Direct).
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What does this response mean as to when the Company now believes the EPU will be
in service?

The Company’s response above means that the Company is now estimating that the
plant will be operating at 640 MW in August 2014, meaning 40 MW of the EPU will
be in service by that time. Then, in December 2014 the Company estimates that the

full Monticello EPU with approximately 671 MW will be available to serve ratepayers.

Does the Company’s response suggest there may be uncertainties in this timeline?
Yes, there are a number of assumptions in the Company’s response that may or may
not actually happen in the manner or estimated timeline that could affect how much
of the EPU is available to serve customers at which times. Of course, safety and
compliance with NRC standards are important factors. Thus, it is hoped that 40 MW
will be available by the time of the evidentiary hearing in this matter and that the
remaining 31 MW would be available by the end of 2014, but those dates are not

guaranteed at this time.

Do you have concerns about this delay regarding the remaining life of the Monticello
LCM/EPU project for ratemaking purposes?

Yes. For non-nuclear generation plants the in-service date is determined and the
useful life of 20 or 30 years (whatever is appropriate) then begins, so delays of in-
service won't likely shorten the life of the blant. However, the lives of nuclear
generation plants are tied to an NRC operational license of 20 years. So delays of
getting the EPU portion of the Monticello plant up and running are shortening the

useful life of the EPU since the remaining life of the NRC license was at 16.8 years as
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of January 1, 2014, as shown in the Company’s 2014 remaining life depreciation
study dated February 28, 2014 in Docket No. G,E002/D-14-181, Attachment A page
3 0of 9, DOC Ex. ___at NAC-9 (Campbell Direct).

What that means for ratemaking purposes is that, if the in-service on the
Monticello EPU doesn’t happen until January 2015, then the remaining useful life
(due to NRC license) will be reduced to only 15.8 years that this plant will be able to

serve ratepayers.

Although the Department will be discussing the total costs of Monticello LCM/EPU in
the Monticello Cl docket, is there any preliminary information about the expected
final cost of the Monticello LCM/EPU?
Yes. In response to DOC information request no. 88 Attachment A in Docket No.
E002/Cl-13-754, the Company provided its expected final cost of the Monticello
LCM/EPU project {actual costs through March 31, 2014 and remaining forecasted
cost and vendor credits) as follows:

¢ Construction Work in Progress (CWIP) only $635,340,310

¢ Allowance for Funds Used During Construction (AFUDC) $ 84,751,230

¢ Retirement Work In Progress (Removal Costs/RWIP) $ 28,039,015

Total Costs of Monticello LCM/EPU $748,130,555

DOC Ex. ___ at NAC-10 (Campbell Direct).

Campbell PUBLIC Direct / 55



10

11

12

13

14

15

16

17

18

19

20

21

22

23

Is there preliminary information about the costs Xcel estimated in their petitions for
certificates of need?
Yes. In response to DOC information request no. 94 in Docket No. E002/CI-13-754,
the Company provided the following information (as summarized by the Department)
regarding its CN estimated for Monticello LCM/EPU Docket No. E0O02/CN-08-185:
¢ Monticello LCM was estimated at $135 million (in 2004 $);
* Monticello EPU was estimated at $104, which increases $29 million to
$133 million (in 2004 $) when the steam generator is included;
¢ Monticello LCM/EPU total estimated cost is $320 to $346 million when
escalated to current (2014) dollars. DOC Ex. ___ at NAC-11 (Campbell

Direct).

While the Department will address these issues further in the concurrent
investigation proceeding, what do you note at this time about the costs, in response
to Mr. O’Connor’s testimony about the cost overruns?

| note that the final costs of the Monticello LCM/EPU project are more than double
the costs of the initial CN estimate, even when inflation is included. More importahtly
for this rate proceeding, | note that Xcel has indicated that the full amount (71 MW)

of the EPU will not be available to serve ratepayers for most if not all of 2014.
Based on your review of the Monticello LCM/EPU projects for the 2014 test year,

(subject to further review in the Monticello Cl docket) what do you recommend at this

time?
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Since the Monticello EPU project (71 additional MW) will not be available for most if
not all of the 2014 test year, it is necessary to adjust Xcel's revenue requirement
since their assumption that the EPU would have been in-service as of January 1,
2014 clearly did not occur. Since the EPU is not in place, it is not reasonable for
ratepayers to pay for the Monticello EPU in 2014 rates. Thus, for 2014, | recommend
that the Commission deny recovery of depreciation expense and return for the 2014
test year for the Monticello EPU project (estimated as 41.6% of the Monticello
LCM/EPU project and subject to review in the Monticello Cl docket). However, if the
EPU is partially in service by the time of the evidentiary hearing, | may be willing to
consider amending this adjustment.

Nonetheless, | have concerns about significant costs overruns and the delays
that continue to reduce the useful life of the Monticello EPU project, which will likely
only be available to ratepayers for 15.8 years (assuming a January 2015 in-service
date) instead of 20 years initial planned via the NRC license. These issues will be
addressed further in the investigation docket.

As noted earlier, the Department in its Rebuttal Testimony of this rate case
will bring forward the Department’s recommendations regarding the prudency of
Monticello LCM and EPU projects, using the Department’s recommendations in our
Direct Testimony in Monticello Cl docket. Based on this information the Department
intends to recommend in our Rebuttal Testimony of this rate case any resulting
adjustments for rate recovery for the Moﬁticello LCM & EPU. Additionally, in light of
the concerns regarding the Monticello actual in-service date, it may be appropriate to
require some compliance filing prior to including the Monticello EPU in 2015 rates, to

ensure that the Monticello EPU actual goes in-service.
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continue to disagree with Ms. Perkett that the entire plant is ready for use for
ratemaking purposes, as is demonstrated by the Company’s own testimony. As a
fundamental ratemaking principle the EPU has not yet been shown to be used and

useful.

How do you respond to Xcel's argument that the fact that the plant is not operating
as the Company proposed in its rate case is similar to any other plant outage?

| do not agree with Mr. Clark that this very capital-intensive project should be treated
like a plant outage. Given that: 1) the NRC has not allowed the plant to operate at
the 671 MWe level, 2) the plant is not operating at the 640 MWe level for the
reasons discussed above, and 3) the plant is operating at 600 MWE, current
operations and non-operations of the plant cannot be considered to be a plant
outage. Instead, the fact remains that the Monticello EPU has not yet been approved
to be fully up and running at the 671 MW level, and may not reach that level for most
or all of 2014 based on the Company’s response to Department information request

115.

What is your overall conclusion about whether Xcel has shown the Monticello EPU to
be used and useful for 2014?

My understanding of Minnesota law, Minn. Stat. § 216B.03, is that the benefit of any
doubt as to reasonableness must go to thé consumer. Thus, for purposes of the
2014 test year, | do not agree that Xcel has shown that it is reasonable to include the
Monticello EPU as being in-service based on the Company’s hope that it may be

approved by the NRC and that it may meet final testing protocols upon the
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resumption of power ascension testing in order to be fully operational by December
2014 (see response to Department information request 115, NAC-8 of my Direct
Testimony). While | remain open to allowing some recovery of the Monticello EPU if
the EPU is in service or partially in service by the time of the evidentiary hearing in
this proceeding, | note that it is Xcel's responsibility (and burden) to show why

ratepayers should pay for costs of the EPU in 2014 (and thereafter).

Q. Do you have any other notes regarding the useful life of the Monticello EPU?

A.  Yes. As | noted in on pages 54 and 55 of my Direct Testimony regarding the fact that
ratepayers will not receive the full benefit of the NRC license life of 20 years, if the in-
service date for the Monticello EPU doesn’t occur until Jahuary 2015, then the
remaining useful life will be reduced to a period of 15.8 years that this plant will be
able to serve ratepayers, which is clearly a significant reduction to ratépayers of 21

percent of actual benefits of the EPU uprate of 71 MW.

Q. According to Mr. O’Connor what are the three key changes for the Monticello LCM/EPU
that are different from when the Commission issued its order in the last Xcel rate case
and did not allow Xcel to recover the costs of the Monticello EPU in rates because it
was not used and useful and/or available for customer use?

A. Mr. O'Connor provided the following three key changes:

Three key items are pertinent to this case and | will
discuss each separately. The first relates to the
approval status of the license amendments, which are
required for the plant to operate at the uprated power
level. The second relates to plant status to date and the

expected timeframe for our completion of the uprate
ascension process to achieve full uprate output levels.
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Finally, | will provide an update to the LCM/EPU split as
proposed by the Company in the Prudence Docket.

Xcel Ex. __ at 4 (O’Connor Rebuttal)

How do you respond to the first and third key changes for the Monticello EPU as
noted by Mr. O’Connor?

Regarding the first key change of the Company obtaining the NRC licenses | have no
reason to disagree that the Company has been issued the NRC licenses. Licensure is
just one of the steps in NRC’s approval process for operation of the Monticello EPU.
Clearly, however, the Company is having trouble getting final sign off from the NRC
during testing and review as it relates to the uprate ascension process of the
Monticello EPU 71 MW. Specific problems appear to be due to human performance

errors as discussed above. As a result, the Monticello EPU has not satisfied NRC’s

testing protocol and has not yet reached the 71 MW level and the EPU is not

available for customer use.

For the third key change regarding the LCM/EPU split, | note that the July 17,
2014 Prehearing Order has determined this issue to be a Monticello Cl issue; the
Department’s consultant Mr. William Jacobs addressed this issue of the LCM/EPU
split through extensive discussion in his Direct Testimony in that proceeding. As a
result, | will not address this issue further in this rate case proceeding. Below, |

address Mr. O’Connor’s second key change for Monticello EPU.

What information has Mr. O’Connor provided to support Xcel's expected timeframe of
NRC approval of the uprate ascension process and the process to achieve full uprate

output levels?
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On pages 6 to 15 of his Rebuttal Testimony Mr. O’Connor provided a section called
“Power Ascension Process” which he believes supports the Company’s claim that the
Monticello EPU will achieve full uprate levels during the test year. First, on page 7 of
his Rebuttal Testimony, Mr. O’Connor noted that the ascension process can take
several months to complete, and final time is hard to estimate at the outset because
it is difficult to predict possible anomalies experienced during the process, which
must be investigated and reported to the NRC. Mr. O’Connor noted that the
ascension process includes not only working with NRC, but also original equipment
manufacturers and other suppliers to ensure that equipment is functioning within
normal parameters and to review the data collected to support the power ascension
monitoring and testing requirements. He also noted that the Company is still
performing the ascension process, which the Company expects to complete later this
year.

Second, he discussed on pages 10 to 12 of his Rebuttal Testimony the
problems the Company experienced to date with the Monticello EPU ascension
process. | note that this information appears to be consistent with the Company’s
response to Department information request no. 115 which | discussed above.

Third, on pages 12 and 13 he discussed the latest ascension plant
milestones.

Fourth, on pages 14 and 15 Mr. O'Connor indicated that since its last rate
case, the Company now has the NRC liceﬁse amendment approved. He noted that
the Monticello plant is achieving over 90 percent of its potential. He also noted that
the Monticello plant has already reached 95 percent of its potential safely, and is

expected to return to that 95 percent level by the end of August.
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Do you agree that Mr. O’Connor has shown that it is reasonable to conclude that the
Monticello EPU will operate at its full uprate output levels within Xcel’s expected
timeframe of the uprate ascension process?
No. Primarily | note that most of Mr. O’Connor’s information is generally not new
information, but simply is explained in more detail than the information Xcel provided
in response to Department information request no. 115, which | addressed on pages
51 to 57 of my Direct Testimony. Based on that information, | concluded that it is
likely that the Monticello EPU will not be available for most if not all of the 2014 test
year.

| also noted that since the EPU is not in-service, it is not reasonable for
ratepayers to pay for the Monticello EPU in 2014 rates. That said, Mr. O’Connor did
change the ascension plant milestones schedule on page 12 and 13 of his Rebuttal
Testimony, when compared to the response the Company provided td Department

information request 115 (DOC 115), which [ discuss next.

What differences has Mr. O’Connor provided on pages 12 and 13 of his Rebuttal
Testimony?

First, on page 2 of its response to DOC information request no. 115, the Company
indicated that it expected the reanalysis and re-verification of the model and the
inputs and outputs to be completed by the end of June, and that it expected the NRC
review and approval to take approximatelg/ one month such that the Company
expected to re-enter ascension in August assuming no additional licensing activities
are required. Now, however, Mr. O’Connor stated in his Rebuttal Testimony on page

12 that the re-analysis of the model and inputs has been submitted to Xcel for their
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internal review and approval - and, as of July 11, 2014, it had not been submitted to
the NRC. Mr. O’Connor noted that Xcel will transmit the data to the NRC for review
and approval in mid-July. He also noted that once the NRC review and concurrence
of the data is complete, the plant will resume power ascension testing scheduled for

August 2014.

What concern do you have regarding this difference in the schedule between DOC
115 and Mr. O’Connor’s Rebuttal Testimony?

Mr. O’Connor appears to assume that the NRC’s approval will occur very soon,
although he provided no specific information to support an August 2014 resumption
of power ascension testing. fhat is, despite the Company’s extension of its own
timeframe for when they planned to send the data to the NRC, initially by the end of
June (in response DOC 115) to now mid-July (Mr. O’Connor’s Rebuttal Testimony on
page 12), the Company still concluded without support that the plant will resume
power ascension testing in August 2014. In addition to its own time extension, past
experience has shown that the NRC schedule tends to take longer than the Company
allows for in its scheduling for the Monticello license amendments.

Further, while the Department is hopeful that Xcel has addressed the NRC's
concerns, the NRC still may find problems with the data and may identify problems
with the power ascension testing once it resumes. Xcel simply has not provided
information from which it is reasonable té conclude that the Monticello EPU is likely

to be approved and in-service in 2014.
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What other differences did you note in the ascension schedule provided in Xcel's
response to DOC IR No. 115 compared to the ascension schedule provided by Mr.
O’Connor in his Rebuttal Testimony?

| performed a side-by-side comparison of Xcel's response to DOC information request
no. 115 and page 13 of Mr. O’Connor’é Rebuttal Testimony. | observed that the new
August 2014 schedule appears to be the same at 1,819 MWt as it is for the Steam
Dryer Data only. However, the two schedules change after August 2014 with the
response to DOC 115 appearing to provide several steps and incremental power
fevel amounts before reaching the full 2,004 MWt or 671 MWe output in December
2014. However, Mr. O’'Connor’s revised schedule in his Rebuttal Testimony does not
include all of the same steps and incremental power level amounts, or new expected
dates, and yet somehow reaches the 2,004 MWt or 671 MWe output level in early

September 2014.

Did Mr. O’Connor provide any support for why the timelines changed?

No. Mr. O'Connor did not provide any specific information to explain why Xcel took
more time to provide data to the NRC or to support the accelerated timeline to power
up the EPU in his Rebuttal Testimony, although he noted generally and without
specifics on page 13 that the timeline provided is based on timely reviews by the
vendors and NRC. He noted that if the data render unexpected results, the review
times could also be impacted. My concer-n is that the Company’s speculation
regarding the accelerated timeline is unsupported by facts. Irrespective of who (Xcel,
Xcel’s vendors, or the NRC) may cause the actual Monticello EPU timeframe to

become fully operational at a time later than Xcel now hopes, the fact remains that
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hope and conjecture are not substitutes for facts upon which reasoned decision-
making is based. The record does not include facts from which it is reasonable to

conclude that Xcel’s accelerated timeframe is likely.

What area of the Monticello EPU 2014 in-service date concern does Ms. Perkett
address?
Ms. Perkett addresses the accounting in-service date for the Monticello EPU and

accounting concerns with various parties’ recommendations for the Monticello EPU.

What information does Ms. Perkett provide regarding the accounting in-service date
for Monticello EPU?
On page 44 of her Rebuttal Testimony, Ms. Perkett noted that the January 2015
Monticello addition of $225.5 million was placed in-service in January 2014 for
accounting purposes. Ms. Perkett noted that consistent with Mr. O’Connor’s Rebuttal
Testimony the EPU license amendment was received by the NRC and Monticello
operated at the uprate levels for more than two months during the testing process
before returning to the 600 MW level to resolve testing issues. Additionally, she
stated that all equipment at Monticello is being used to support ongoing plant
operations.

On page 45 of her Rebuttal Testimony, Ms. Perkett explained that from an
accounting viewpoint, the plant is not req-uired to operate at the 671 MW in order for
the NRC license to be in service, with the typical requirement for generation units

using a 24 hours of continuous operation before placing in service. Ms. Perkett
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X| Public Document :

Xcel Energy

Docket No.: E002/GR-13-868

Response To: Department of Commerce Information Request No. 2148
Requestor: Nancy Campbell, Dale Lusti, Angela Bytne, Chtis Shaw

Date Received:  July 8, 2014

Juestion:

Reference: DOC July 2, 2014 Direct Testlmony of Campbell in Docket No.
E002/CI-13-754.

Please calculate and show all calculations for the rate base, income statement and
overall revenue requirement impacts for the following Monticello EPU prudency
adjustment recommended by the Depattment for 2015:

The Department recommended a disallowance of $71.42 million on a Minnesota
jutisdictional basis (including AFUDC), which is estimated to be less than a $10.713
million annual revenue requirement reduction on a Minnesota jutisdictional basis for
2015 based on out investigation of Monticello LCM and EPU projects. The
Depattment will include the final revenue requirement reduction for Monticello CI
investigation docket in the revenue requirements of DOC witness Dale Lusti in his
Surrebuttal Testimony (Schedules DVL-S-4 and DVL-5-7) in this rate case
proceeding. -

Response:

As described in Docket No. E002/CI-13-754 (Monticello Prudence Docket), in
'Depattment of Commerce witness Ms. Nancy Campbell's Direct Testimony, and based
on Exhibit __ (NAC-1), Schedule 12 in that docket, we created a “DOC Prudence
Adjustmeﬁt” that temoves $93.7 million from Plant In Service on a Total Company
basis, depteciated accordingly over the remaining life of the plant. The corresponding
tax depreciation and deferred taxes ate also provided in the adjustment.

To allocate to the Minnesota electtic jurisdiction, we apply the 2015 composite
demand allocator of 73.9969% (Interchange Agreement demand of 84.5641%
multiplied by the Minnesota jurisdictional demand of 87.5039%). We note that the




Company’s methodology for calculating the 2015 jurisdictional allocators results in 2
slightly different jurisdictional demand allocator than the DOC used in its calculation.
As a result, when our 2015 demand allocatort is used, we yield a $69.3 million

reduction to plant balance, on a Minnesota electtic jurisdictional basis, as compated to

the $71.4 million adjustment proposed by Ms. Campbell (see Campbell Direct,
Schedule 12 in Docket No. E002/CI-13-754). While our numbers are different, we
believe the information provided in this response and the attachments is equally
applicable. Attachment A to this response provides this adjustment in Column "e",
DOC Prudence Adjustment. Attachment B provides additional detail for the revenue
requirement calculation. Attachment C provides the monthly detail for the
adjustinent.

Ms. Campbell's Ditect Testimony in the Monticello Prudence Docket states that:
e The Monticello EPU is not expected to be in-setvice in 2014,
e 'The Monticello EPU is expected to be in-service and used and useful in 2015.

e The prudence disallowance should be reflected in 2015 to avoid overlap with
the rate case adjustment for 2014 (not) in-setvice.

Ms. Campbell's Direct Testimony in the Monticello Prudence Docket did not discuss
whether cost recovety for the Monticello EPU should be allowed in the Minnesota
Electric Rate Case 2015 Step. However, the Rebuttal Testimonies of Company
witnesses Mr. Chtistopher B. Clatk and M. Jeffrey C. Robinson in this proceeding
(Docket No. E002/GR-13-868) recommend that if the Commission’s Otdet includes
delayed recovety of the Monticello EPU in 2014, the Commission should then include
in their final Otder recovery of the 2015 revenue requitement in the 2015 Step.

Attachment A to this response therefote out]mes

e TFor 2014
o Company’s 1equest for tecovety of the Monticello LCM/EPU — Column "a
o DOC recommended disallowance of the Monticello EPU in 2014 (tate case
adjustment for in-sesvice) — Column "b"
o Remaining amounts to recover in the 2014 test year assuming DOC
tecommendation — Column "c"

e For 2015:

o Company’s request for recovery of the Monticello EPU, advanced mn time
for 2015 — Column "d"

o DOC recommended disallowance of the Monticello EPU in 2015 (prudence
adjustment for cost-effectiveness) — Column "e"

o Remaining amounts to recover in 2015 assuming DOC recommendation
and 2015 in-setvice of the Monticello EPU — Column "f"

o 2015 Step increment assuming DOC recommendations — Column "g"

" u

2



Details for the resulting 2015 Step adjustment, which should be used as the complete
tepresentation of the Department’s position as relates to the 2015 Step, ate provided
in Attachment D.

Attachments A, B, C and D are provided in live Excel spreadsheet format. -

Witness: Anne E. Heuer

Preparer: * Chatles Burdick
Title: Principal Rate Analyst

Depattment:  Revenue Requirements Notth
Telephone: 612-330-6646
Date: July 21, 2014
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CONTESTED ISSUES

1. Monticello Extended Power Uprate {(EPU} 2014 in-Service Date and 2015 Prudency
Adjustment:

First, as discussed in my Direct and Surrebuttal Testimonies, | continue to
recommend that the 2014 depreciation expense and return on the Monticello EPU
be exciuded from the 2014 test year, resulting in a $31.284 million revenue
requirement reduction, for the following reasons:

s the Monticello EPU project (71 MW) will not be available for mast if not all of the
2014 test year, therefore it is not reasonable for ratepayers to pay for the
Monticello EPU in the 2014 test year;

» the Monticello EPU project has not yet reached the CN-approved increase level 71
MW {671 MWe), nor has it been approved to do so; and

¢ human performance errors appear to have contributed to the NRC's concerns
regarding the EPU power ascension testing., ‘

Second, | recommended that the Monticello EPU plant be placed back into rate base
in 2015 (assuming it will be in-service in 2015 as discussed in more detail below) as
shown on Attachment A, column {(d) in the Company's response to Department
information request no. 2148. In light of the agreement announced at the
evidentiary hearing between the Company and the Department regarding the terms
of the Multi-Year Rate Plan (MYRP), if the Monticello EPU is not approved and does
not operate successfully at the higher 671 MWe level by January 2015, the
Department would support requiring Xcel to refund any amounts collected in rates
through the refund mechanism for the MYRP.

Third, | recommend for 2015 a $10.237 revenue requirement reduction {based on
the assumption that the EPU will be in service in 2015} as the Department’s
recommended Monticello prudency adjustment in Docket No. EO02/Cl-13-754 as
shown on Attachment A, column (e) in the Company's response to Department
information request no. 2148. Mr. Lusti provides the effect of those adjustments in
the Department’s recommended 2015 Step (financial statements of Mr. Lusti) to
reflect the 2015 adjustments shown on the Company response to Department
information request no. 2148 Attachment A. DOC Ex. 435 at NAC-S-1 (Campbell
Public Surrebuttal) and DOC Ex. 442 at. DVL-S4 and DVL-S-7 (Lusti Surrebuttal).

2. Rate Mitigation Plans - Depreciation Reserve and Department of Energy (DOE)
. Payments for 2014 and 2015: )

As noted in my Direct Testimony on page 94, | continue to recommend that the
Commission approve the Department's 50-40-10 percent option for the 2014 to
2016 depreciation reserve give-back plus the excess DOE funds. | also agree that
the correct placeholder for DOE funds is now $25.737 million, since the Company
provided support for the $10.1 million lower DOE payment in the Second v
Supplemental Response to DOC information request no. 1180, as discussed by Xcel
witness Lisa Perkett in her opening statement (this amount will be trued-up to actual
DOE funds, in compliance with Xcel's requirements to return all DOE refunds to




Docket No. EO02/CI-13-754
DOC Ex. ___ NAC-S-3

D Non Public Document — Counauns 1 rauc oscoict arata
[ ] Public Document — Trade Secret Data Excised
X' Public Document

Xcel Energy

Docket No.: E002/GR-12-961

Response To: Department of Commerce Information Request No. 196
Requestor: Nancy Campbell, Dale TLusti & Angela Byrne

Date Received:  January 8, 2013

Question:

Subject: , A.S. King Plant Capital Projects
Reference: Larson Direct Testimony page 19

A. Please identify all capital projects for A.S. King Plant with 2012 and 2013 in-
setvice dates, please include a brief description of each project, support for the
cost of each project, why each project is needed, and support for the in-service
date of each project.

B. Please provide support that capital projects for A.S. King Plant with 2012 and
2013 in-service dates in the 2013 test year have not already been included in the
MERP plan.

C. Since A.S. King Plant was significantly updated in the MERP plan, please
explain why these projects in the 2013 test year were not included in the MERP
plan and ate already required shortly after King in-service date for MERP plan.

Response:

A. Please see Attachment A for the list of capital project for A.S. King Plant. See
the Company’s response to DOC-133 for the impact of additions on
depreciable life. The estimated cost and in-service date of projects are
determined through the project estimating process. The response to DOC-
192, Attachment G includes a summary of the project estimating process along
with a checklist that is used to aid in development of project estimates.

B. The King MERP project was put in-service July 2007. The capital projects that
have been completed since then were not in the scope of the MERP project.
They are cither emergent issues or were budgeted to be done after the MERP

project.



C.

The King MERP project addressed environmental concerns with a new
baghouse and dry scrubber, as well as lower boiler tube replacements. The
plant has many other systems that need to be maintained. If not addressed with
capital projects, the safety and reliability of the plant could be affected. These
projects include the upper boiler area (reheater), demineralizer, fans, controls
and a feedwater heater.

Witness: Kent Larson
‘Preparer: Roger Schluessel
Title: Regional Capital Project Director, NSP

Depattment:  Engineering and Construction
Telephone: 612-330-2939

Date:

January 24, 2013
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Docket No. E002/CI-13-754
DOC Ex. ___ NAC-S-4

[ ] Non Public Document — Contains Trade Secret Data
[ | Public Document — Trade Secret Data Excised
Public Document

Xcel Energy

Docket No.: E002/CI-13-754

Response To: Department of Commerce  Information Request No. 127
Requestot: Nancy Campbell/Chris Shaw

Date Received:  August 29, 2014

Refetence: DOC July 2, 2014 Direct Testimony of Campbell on page 27 in Docket
No. E002/CI-13-754 for the $402.1 million cost overtun

Please calculate and show all calculations for the rate base, income statement and
overall revenue requirement impacts for the following possible Monticello LCM and
EPU projects prudency adjustments:

3)

b)

d)

Calculate the effect of no rate of return on the $402.1 million cost overtun
amount for the Monticello LCM and EPU projects for the 2015 step yeat.

Calculate the effect of no rate of return on the $402.1 million cost overrun
amount for the Monticello LCM and EPU projects for the remarming life of the
project in total, and showing the amounts by year.

Calculate the effect of a weighted short-term and long-term debt return on the
$402.1 million cost overrun amount for the Monticello LCM and EPU projects
(consistent with the calculation for Prairie Island Extended Power Uprate as
discussed on page 6 of Dale Lusti’s Surrebuttal Testimony in Docket No.
E002/GR-13-868) for 2015 step yeat.

Calculate the effect of a weighted short-term and long-term debt return on the

$402.1 million costs overrun for the Monticello LCM and EPU projects
amount (consistent with DOC recommendation for Prairie Island Extended
Power Uprate as discussed on page 6 of Dale Lustt’s Surrebuttal Testimony in
Docket No. E002/GR-13-868) for the remaining life of the project in total, and
showing the amounts by yeat.



Response:

Please see Attachment A to this response for the computation of the revenue
tequitement impact of no return on rate base as requested in parts a) and b) above.

Please see Attachment B to this response for the computation of the revenue
tequitement impact of the Dale Lusti recommended weight debt return (zero cost of
equity) as requested in parts c) and d) above.

It is important to clarify that the Company does not agree that the $402.1 million
figure accurately reflects the difference between the initial estimate and the final total
cost. The DOC calculated $402.1 million by using the difference between the $346
million used in modeling and the final total cost of $748 million, which includes
AFUDC. Rather, the difference should be $748 million minus the sum of $346
million escalated to 2014 (or $397.5 million) and approximately $45.5 million of
AFUDC. That difference is $305 million instead of $402.1 million.

Please note that the Company calculated the impacts 1 this information request based
solely on the $402.1 million figure, as requested and will provide the same calculations
using the $305 million figure upon request.

Preparer: Michael Bliss

Title: Rate Analyst

Department:  Revenue Requirements - North
Telephone: 612-330-6216

Date: - September 11, 2014
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Xcel Energy

Docket No.: FE002/CI-13-754

Résponse To: Depattment of Commerce  Information Request No. 135
Requestor: Nancy Campbell/Chtis Shaw

Date Received:  September 5, 2014

Question:

On page 33 of his rebuttal testimony, Mr. Sparby stated that he is “concetned about
the impact of the Department’s proposal on the financial health of the utility.” Please
provide copies of all repotts available to Xcel regarding the effects of the
Department’s recommendations on the financial health of Xcel.

Response:

Mt. Spatby’s testimony is based on an overall concern that a material disallowance
may result in an advetse financial impact on the Company over the long term. In
making this statement, Mr. Sparby was not relying on any specific teport ot nvestor
comment.

Rather, Mt. Spatby was the Chief Financial Officer of Xcel Energy Inc. from 2009-11
and has expetience in the types of issues that concern the capital markets. He
recognizes that while difficult, the Company could absorb the direct financial impact

- of a disallowance in the amount recommended by the Department in this proceeding.
However, his concern is not limited to the direct financial impact of a material
disallowance or the impaitment of the Monticello asset.

If the Commission adopts the Depattment’s recommendation, it will have two
additional impacts that raise concerns about the financial health of the utility. First, it
would be the first time in Northern States Power Company’s history to suffer such a
material financial impaitment of a major asset and the asset is viewed favorably in
aggregate, so the circumstances surrounding this disallowance of this magnitude is not
of the more traditional situation whete the utility pursues a project that was not
viewed as ptoviding benefits to the State. As a result, he believes that in a period of
significant capital investment, that adoption of the Department’s narrow view of the



EPU costs as a separate project will have an adverse impact on investor petceptions
about the Company and its regulatory climate.

Second, Mr. Sparby is concerned that the investor community will view the
application of “cost-effectiveness” disallowance suggested by the Depattment as a
significant change in the prudent investment standatd applicable to utilities as it
dismisses that the resource in total is cost effective and relies on a new split and the
final cost to determine cost effectiveness. Investors generally rely on the paradigm
whete utilities ate judged on the basis of the prudence of their decisions and actions
of what they knew or should have reasonably known at the time they ate made.
Imposing a disallowance on the basis of an after-the-fact view of the cost-
effectiveness of the ultimate investment would be viewed as a change of precedent
that we are concerned would impact investors’ perceptions.

Preparer: David M. Sparby
Title: Senior Vice President & Group President, Revenue
President & CEQO, NSP - Minnesota '

Department: ~ Northern States Power Company
Telephone: 612-330-7752
Date: September 17, 2014



