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I.  INTRODUCTION

Q. PLEASE STATE YOUR NAME, TITLE AND BUSINESS ADDRESS.

A.
My name is Jeffrey A. Burleson.  I am the Director of Resource Policy and Planning for 
Georgia Power Company (“Georgia Power” or “Company”).  My business address is 241 
Ralph McGill Boulevard, N.E., Atlanta, Georgia 30308.
Q.
MR. BURLESON, PLEASE SUMMARIZE YOUR EDUCATION AND 
PROFESSIONAL EXPERIENCE.

A. I began my career with Alabama Power Company (“Alabama Power”) in 1980 as a cooperative education student. I graduated from the University of Alabama at Birmingham in 1984 with a Bachelor of Science degree in Electrical Engineering.  From 1984 to 1991, I held various staff and managerial positions in the Technical Services and Power Quality Departments at Alabama Power.  During this period, I attended Auburn University and earned a Master of Science degree in Electrical Engineering in 1987.


In 1991, I transferred to Southern Company Services where I held various management positions and served as Assistant to the Vice President of Marketing and New Business Development.  In 1999, I transferred to Georgia Power as Manager of Market Planning, where my responsibilities included the load and revenue forecasts, and economic evaluation.  In 2005, I was appointed Director of Resource Policy and Planning for Georgia Power.  My current responsibilities include integrated resource planning and procurement, generation development, and contract administration.  During the past several years, I have also been heavily involved in negotiations with the Co-Owners of Plant Vogtle to enable the option for development of two additional nuclear generating units and in negotiation of the Vogtle Engineering, Procurement and Construction (“EPC”) Agreement.  I led the development of the Company’s Certification request for Vogtle Units 3 and 4 and continue to be involved in the implementation of the EPC and development of the Vogtle additional units.  I have been a member of the IEEE-USA Energy Policy Committee since 1998.    
Q. MR. BURLESON HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE COMMISSION? 

A. 
Yes, I have previously testified before the Georgia Public Service Commission (“Commission”) in various resource planning and certification dockets. 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY?

A.
The purpose of my testimony is to support the Company’s August 2009 First Semi-Annual Vogtle Construction Monitoring Report and to provide the Company’s justification of why the Commission should verify and approve the actual expenditures through June 30, 2009 as made pursuant to the Certificate.
Q. PLEASE SUMMARIZE YOUR TESTIMONY.

A.
My testimony is fairly straight forward.  I am pleased to report that the Project is on schedule and on budget and cost pressures are being actively and prudently managed.  All of the costs that have been incurred as of June 30, 2009 were made pursuant to the terms and conditions of the EPC Agreement or otherwise as necessary to complete the Co-Owners scope of work as prudently required to satisfy the Certificate as issued. 
Q.
PLEASE DESCRIBE THE SEMI-ANNUAL REPORT FILING.

A.
As required by the underlying Certificate, on August 31, 2009 Georgia Power filed with the Commission its first semi-annual construction monitoring report (the “First Semi-Annual Report”).  The First Semi-Annual Report is incorporated into this testimony by reference as corrected by the errata filed on October 20, 2009.  The First Semi-Annual Report identified construction costs spent to date with certain changes to cost categories within the overall construction cost estimate.  It shows that actual expenses to date are lower than the originally projected spending curve.  It explains the changes in the cost estimates of high level categories.  The overall project budget (exclusive of financing costs now governed by the Georgia Nuclear Energy Financing Act, O.C.G.A. § 46-2-25(c.1) (“SB 31”) remains the same as was certified.
Q.
WHAT PERIOD DOES THE FIRST SEMI-ANNUAL REPORT COVER?  

A.
This First Semi-Annual Report presents actual costs incurred during the preceding January through June. The Company does not propose any revisions to the construction schedule, project configuration, or the overall capital cost estimates (other than for financing costs that are now governed by SB 31).
Q.
IS THE FILING OF THIS FIRST SEMI-ANNUAL REPORT THE ONLY REPORTING THE COMPANY HAS DONE FOR THE COMMISSION ON THE PROJECT SINCE THE CERTIFICATE FOR THE PROJECT WAS RECEIVED IN MARCH?  

A.
No.  Since receiving certification for the Project, the Company has been filing monthly status reports (“Monthly Status Reports”) with the Commission.  The Monthly Status Reports provide monthly detail on the capital expenditures, status of construction, and Project schedule.  To date the Company has filed seven (7) such reports with the Commission covering March through September 2009. 


As the Commission is well aware, the construction of the Project is being done pursuant to an EPC Agreement. In addition to the Monthly Status Reports the Company files each month, the Commission Staff has been provided with the monthly status reports the Company receives from Westinghouse Electric Company LLC (“Westinghouse”) and Shaw, Stone & Webster (the “EPC Status Report”).  The EPC Status Reports, provided by the contractor, describe in detail the status of the Project, including information on various areas such as safety, quality, licensing, engineering, procurement, construction, major accomplishments, Project schedule and budget.

Q.
WHAT OTHER STEPS HAS THE COMPANY TAKEN TO KEEP THE COMMISSION STAFF INFORMED AS TO THE STATUS OF CONSTRUCTION OF THE PROJECT?  

A.
The Company meets regularly with the Staff and the Construction Monitor to discuss the status of the Project.  In addition, the Company has responded to numerous formal and informal data requests.  Site visits have also been coordinated with the Commission Staff and the Construction Monitor since the Project was certified.  
II.
THE STATUS OF THE PROJECT
Q.
WHAT IS THE CURRENT STATUS OF THE PROJECT?  

A.
As reported in the First Semi-Annual Report, the Project is on schedule and on budget and cost pressures are being actively and prudently managed. 

Q.
PLEASE DESCRIBE THE CURRENT PROJECT MANAGEMENT 
STRUCTURE.

A. The Company has adopted a streamlined and effective project management structure that includes the creation of an Executive Vice President of Nuclear Development position that reports directly to the CEOs of Georgia Power and Southern Nuclear.  The Vogtle Project Management Board was established to act as the highly integrated senior management oversight board.  Senior executive representatives from the Company and Oglethorpe Power Corporation, Municipal Electric Authority of Georgia and the City of Dalton (the “Co-Owners”) attend these meetings.  In addition, a Vogtle Expansion Oversight Committee was created, which draws together senior Southern Company executives.  

Q.
WHAT NOTABLE ACTIVITIES TOOK PLACE DURING THE REPORTING PERIOD?

A.
During the first reporting period, the Company, together with the Co-Owners, Westinghouse and Stone & Webster, Inc. (the “Consortium”) continued to finalize the Design Control Document (“DCD”) at the Nuclear Regulatory Commission (“NRC”) and the combined construction and operating license (“COL”) application remains on schedule. The Consortium has responded to over 1,600 requests for additional information (“RAI’s”) from the NRC and continues to work within that process.  The Company has responded to approximately 650 RAIs from the Early Site Permit (“ESP”) and COL process.
Overall, engineering continues to be on schedule and on budget.  While some engineering items are behind schedule, none affect the critical path, and recovery plans are in place for those items.  The turbine building is being extended as compared to the original design to allow for increased space for turbine maintenance activities.  Design finalization is expected to be essentially complete in April 2011.

Construction activities continue to be on schedule and on budget. Top soil removal began June 22, 2009.  Installation of heave and settlement monitoring equipment, which is required prior to commencing excavation, was being installed for Unit 3 as of June 30th, with installation of Unit 4 equipment commencing in July.  
Q.
HAVE ANY SIGNIFICANT EVENTS OCCURRED SINCE THE REPORTING PERIOD?  

A.
Perhaps the most significant recent event is one that occurred after the reporting period for this First Semi-Annual Report closed.  That was the issuance of the ESP and the Limited Work Authorization on August 26, 2009.  This is a significant accomplishment.  However, we continue to review and refine our processes and practices to ensure that the review of our COL application goes just as well.  In addition, upon completion of the installation of the heave and settlement equipment for Unit 3, major excavation has begun. 
Q.
WHAT NOTABLE CHALLENGES HAS THE COMPANY MANAGED DURING THIS FIRST SEMI-ANNUAL REPORTING PERIOD? 

A.
The Company described in the First Semi-Annual Report some of the recent challenges to the budget and schedule of the Project that the Company is now managing. As the Commission is well aware, this is a large, complex project with daily management challenges.  While no EPC change orders have been approved during the reporting period, and while the Project continues to be on schedule and on budget, many issues are being managed and watched, some of which could put pressure on the schedule and budget.  Among those items is timely finalization of the DCD, which requires NRC approval of design changes such as the shield building and long-term regenerative cooling.  Although not currently expected to have an adverse impact on the overall schedule, the finalization of the DCD could impact the progress of the COL application.  REDACTED REDACTED  REDACTED  REDACTED REDACTED  REDACTED REDACTED  REDACTED  REDACTED  REDACTED REDACTED REDACTED.  On September 21, the Company received from the Consortium REDACTED REDACTED REDACTED.  We will manage that request such that it does not harm retail customers.  We are examining the REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED.  REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED.  
While these issues are being actively managed, they are not yet resolved.  The Company will keep the Commission informed of the status of all these issues and others as they develop, through the monthly and semi-annual reports.  

Q. HOW HAS THE COMPANY TREATED ITS PROJECT FINANCING COSTS IN LIGHT OF SB 31?

A.
The Certificate covers design, procurement and construction costs as well as financing costs.  But, with the enactment of SB 31, the First Semi-Annual Report now tracks only capital (non financing) costs.  While correctly reported in the First Semi-Annual Report, the Company has agreed to include financing costs in future reports, commencing with the October Monthly Report. The projected in-service cost of the Units has been changed from $6.4 billion to $4.529 billion.  The change is a result of the impact of placing Construction Work In Progress (“CWIP”) into rate base as authorized by the Commission’s Certificate, as supported by SB 31.  
Q.
DOES SB 31 TREAT THE RECOVERY OF FINANCING COSTS DIFFERENTLY THAN AS REQUESTED IN THE COMPANY’S ORIGINAL APPLICATION?

A.
Yes, to some extent.  Initially, the Company requested that the Commission allow it to place CWIP in rate base beginning on January 1, 2011 and otherwise accrue Allowance for Funds Used During Construction (“AFUDC”) from the time of certification through December 31, 2010.  The accrued AFUDC amount would have been recovered in rates after the Units were in commercial operation.  However, the provisions of SB 31 require the Company to recover the AFUDC accrued through December 31, 2010 in rates over the five (5) year period from 2011 through 2015.  Thus, the accrued AFUDC between certification and December 31, 2010, which was projected to be approximately $REDACTED, will not be included in the capitalized in-service cost as anticipated in the certification proceedings. 
Q.
HOW HAS THE COMPANY TREATED THIS DIFFERENCE FOR REPORTING PURPOSES?

A.
The Company has included an additional contingency of $REDACTED to account for the difference between the methodology under which the financing costs of the Project was approved by the Commission and the way those costs will actually be collected pursuant to SB 31.  During the certification proceeding, the Company promised to lower the in-service cost of the Project from $6.4 billion to $4.529 billion if the Company’s request to include CWIP in rate base was granted.  The Company has kept that commitment in this filing.  However, because SB 31 will collect the 2009 and 2010 financing costs slightly differently than proposed by the Company in its certification request, there is an additional $REDACTED that is now set aside for contingency.  If it is not used, of course, the in-service cost will be even lower than $4.529 billion.
III.
THE COMMISSION SHOULD VERIFY AND APPROVE THE EXPENDITURES 

Q.
WHAT ARE THE CAPITAL EXPENDITURES THAT THE COMPANY SEEKS TO HAVE APPROVED IN THIS FIRST SEMI-ANNUAL REPORTING PERIOD?  
A.
In Table 8.1 on page 10 of the First Semi-Annual Report the Company provides the details on Georgia Power’s portion of the capital expenditures and financing cost of the Project for the reporting period.  For convenience, a copy of Table 8.1 is included below.  
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Q.
WHAT IS INCLUDED IN THESE EXPENDITURES?  

A.
The capital expenditures include payments made pursuant to the EPC Agreement as well as costs incurred directly by Georgia Power for the Co-Owner’s scope of the work as approved by the Commission in the underlying certification proceeding.  As required by the EPC Agreement, the Co-Owners are paying the EPC Contractors’ invoices pursuant to an agreed schedule for the work that is being performed to complete the Project.  As noted in Table 8.1, REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED.  The Company expects that the REDACTED in the Co-Owner’s scope of the work will REDACTED as the Project proceeds.  

Q.
WERE THESE EXPENDITURES MADE FOR THE PURPOSE OF COMPLETING THE PROJECT AS ANTICIPATED BY THE COMMISSION’S CERTIFICATION ORDER?  

A.
Yes.  All the expenditures identified in the First Semi-Annual Report are necessary for the construction of the Project.  

Q.
PLEASE PROVIDE THE STATUS OF THE BUDGET AS OF JUNE 30, 2009.

A.
The budget was provided in the First Semi-Annual Report as Table 1.1.  On October 20, 2009 the Company filed errata to the First Semi-Annual Report that included a revision to Table 1.1.  The table below reflects the status of the Project’s budget as of June 30th as amended.  
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Q.
WHAT WAS THE PURPOSE OF FILING THE AMENDED BUDGET TABLE?  

A.
In several places the First Semi-Annual Report presented total project budget for certain categories rather than reflecting the Company’s 45.7% ownership share of the Project.  The amended budget now shows the Company’s share only.
Q.
PLEASE EXPLAIN HOW THE INDICES USED IN THE EPC AGREEMENT ARE CURRENTLY TRACKING.
A.
The REDACTED and the REDACTED are currently tracking REDACTED the original estimates, as shown in Tables 3.1 and 3.2. of the First Semi-Annual Report.  The total dollar variance resulting from the difference between the estimated indices and the actual indices REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED. 
Q.
HOW DOES THE COMPANY PROPOSE REDACTED REDACTED REDACTED REDACTED REDACTED?

A.
REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED REDACTED. 

Q.
ASIDE FROM IMPLEMENTATION OF SB 31, HAS THERE BEEN A CHANGE IN THE ESTIMATED CAPITAL COSTS OF THE UNITS SINCE THE CERTIFICATE WAS ISSUED?

A.
No. 

Q.
WHAT ANALYSIS DID THE COMPANY CONDUCT TO CONFIRM THAT THE PROJECT IS STILL COST-EFFECTIVE EVEN AFTER THE REVISION TO THE IN-SERVICE COSTS?  

A.
The economic evaluation for the period ending August 2009 compares the costs to complete, operate, and maintain the Units versus the costs to build, operate, and maintain the alternative gas-fired CC unit or units over the same useful life.  “Sunk costs” (non-refundable costs already incurred or projected to have been incurred as of August 31, 2009) are excluded from this forward-looking analysis.  Our analysis can be found on page 20 and 21 of the First Semi-Annual Report.  The economic analysis performed for this First Semi-Annual Report has relied on the methodologies and assumptions used in the economic evaluations conducted by the Company and reviewed by the Commission Staff in Docket 27800-U.  
Q.
WHAT ARE THE CONCLUSIONS OF THAT ANALYSIS?  
A.
 In Table 14.1 on page 21 of the First Semi-Annual Report, the analysis shows significant savings and benefits to customers across a wide range of possible future fuel prices and carbon costs using this incremental cost to complete perspective.  Our analysis supports the conclusion that the Project remains a cost-effective option for customers.  
Q.
DOES THIS CONCLUDE YOUR TESTIMONY?  

A. Yes.  
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