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1. Please provide any documentation you / the CEP EOC had/have to support the statement that AEP and PG&E utilized Excel or similar programs to report costs of the project contained in the General Ledger to the project management group (Nielsen rebuttal page 181, lines 1 to 6). Where did KCPL obtain this information about the results of a survey and if from a contractor or consultant, where did the contractor or consultant obtain this information?. 2. Page 186, lines 5 to 8 Nielsen rebuttal - "It is common practice for procurement and construction to be initiated prior to design engineering achieving 30% on fast track mega projects and it is critical that project establish a detailed Control Budget Estimate as soon as significant procurement and construction activity is initiated ." What is the basis and support for this statement? 3. Reference page 186, lines 22 and 23 and page 187, lines 1 through 16 Nielsen rebuttal. Please provide all documentation relied upon as the basis for the statements made in this portion of Nielsen rebuttal testimony. Please also provide how Dr. Nielsen determined that KCPL made this request from Schiff Hardin. 4. Reference page 190, line 17 through line 20 Nielsen rebuttal. What would cause the cable, wire and pulling quantities to trend higher than quantities in the CBE? 5. In Dr. Nielsen’s opinion would it be imprudent for a utility company employee to charge personal expenses to a utility company construction project? In Dr. Nielsen’s opinion would the determination of whether utility company employees charged personal expenses to a utility company construction project constitute a construction audit or a prudence review? 6. In Dr. Nielsen’s opinion would it be imprudent for a utility company employee to charge expenses that are unrelated to a utility company construction project to the cost of the project? In Dr. Nielsen’s opinion would the determination of whether utility company employees charged expenses unrelated to a utility company construction project to a utility company construction project constitute a construction audit or a prudence review? 7. A) Please explain why Pegasus-Global limited its review of the Missouri Staff’s recommended disallowances to those which appeared to flow from the execution of the Iatan Project and not to those which appeared to flow from accounting or financial issues. B) Please list each and every cost type (please identify in detail by description and by WBS) that Pegasus did not review as a part of its Iatan Construction Prudence evaluation or audit.
RESPONSE:

1. Please provide any documentation you / the CEP EOC had/have to support the statement that AEP and PG&E utilized Excel or similar programs to report costs of the project contained in the General Ledger to the project management group (Nielsen rebuttal page 181, lines 1 to 6). Where did KCPL obtain this information about the results of a survey and if from a contractor or consultant, where did the contractor or consultant obtain this information?

Answer:

See Rebuttal Testimony of Dr. Kris R. Nielsen, December 8, 2010, Page 181, Footnote document number 76 “Presentation: Cost Tracking System, Comprehensive Energy Plan Oversight Committee, June 6, 2007”, slide 2 “Cost Portfolio Excel spreadsheet is being used to capture cost data for managing project costs …”; and, slide 6 “Other EEI Companies Cost Tracking.” 

As to who executed the survey, see Slide 4, listing the members of the Cost Tracking improvement team.

2. Page 186, lines 5 to 8 Nielsen rebuttal - "It is common practice for procurement and construction to be initiated prior to design engineering achieving 30% on fast track mega projects and it is critical that project establish a detailed Control Budget Estimate as soon as significant procurement and construction activity is initiated." What is the basis and support for this statement?

Answer:

The combined experience of the Pegasus-Global prudence audit team, including Dr. Kris R. Nielsen, who is a Project Management Professional, a civil and mechanical engineer, and who has been a member of AACEI (American Association for the Advancement of Cost Engineering International), the preeminent authority on project estimating and cost engineering since 1970. Dr. Nielsen also has been recognized with an OPAL Award for Life Time Achievement in Construction in 2011 for his knowledge and contribution to the understanding of mega-projects, power generation projects, among other contributions by the American Society of Civil Engineers. 

3. Reference page 186, lines 22 and 23 and page 187, lines 1 through 16 Nielsen rebuttal. Please provide all documentation relied upon as the basis for the statements made in this portion of Nielsen rebuttal testimony. Please also provide how Dr. Nielsen determined that KCPL made this request from Schiff Hardin.

Answer:

See “Schiff Hardin Status Report on Comprehensive Energy Plan Project, November 14, 2007”. Note this document is Highly Confidential.

4. Reference page 190, line 17 through line 20 Nielsen rebuttal. What would cause the cable, wire and pulling quantities to trend higher than quantities in the CBE?

Answer:

There are a number of factors which would have contributed to the increase in wire and cable quantity growth, among them:

· Cable and wire are “field run” commodities, which are run after the placement and installation of the foundations, steel structures, operating equipment, etc. This is because of all the materials on a major power project wire and cable are the most flexible (adaptable) to actual physical (“as-built”) conditions. In short, the cable and wire “runs” can be adjusted to accommodate conditions which may not be exactly as represented in the designs set for the other equipment and commodities such as steel supports, walls, etc.

· The CBE was completed as of December 2006, at which point in time detailed engineering had not been completed for the primary power block equipment, the ancillary equipment or the operating equipment. Without those final designs it was not possible to design all of the support structures and facilities which would eventually support and house those pieces of equipment. As a result, the cable and wire would have been developed on a general routing and termination plan, which enables the designer to estimate quantities only at a very high level. As the design basis matured, those routing plans would have been adjusted to accommodate the “hard elements” (i.e. steel structures, equipment, walls, floors, etc.) those designs.

· Construction is seldom “exact” to a design, field adjustments made to equipment placement and installation, the movement of a beam, or the addition of a steel member or additional piece of equipment can all impact the actual routing of both wire and cable.

· There are miles of piping installed within a power generation facility, all of which is subject to a certain amount of “field routing” and each time a pipe run is adjusted, there is a real possibility that cable and wire runs will be impacted.

· Cable and wire field conditions often end up requiring such modifications as the addition of “tension loops” or “drip loops”, which add to the quantity of wire or cable, but which, when viewed in situ are necessary to prevent over tensing a particular cable run or to prevent water intrusion problems at splice or termination points.

5. In Dr. Nielsen’s opinion would it be imprudent for a utility company employee to charge personal expenses to a utility company construction project? In Dr. Nielsen’s opinion would the determination of whether utility company employees charged personal expenses to a utility company construction project constitute a construction audit or a prudence review?

Answer:

See response to DR 0625 question 1.c.

The example given would not be a prudence review issue, but possibly a Construction Audit issue if the scope of the audit covered this accounting issue.

6. In Dr. Nielsen’s opinion would it be imprudent for a utility company employee to charge expenses that are unrelated to a utility company construction project to the cost of the project? In Dr. Nielsen’s opinion would the determination of whether utility company employees charged expenses unrelated to a utility company construction project to a utility company construction project constitute a construction audit or a prudence review?

Answer:

If the company employee is management, expenses can charged to his areas of responsibility, but it depends on the company policies. If an auditor finds such charges, the auditor has several options.

See response to DR 0632 question 6.

7. A) Please explain why Pegasus-Global limited its review of the Missouri Staff’s recommended disallowances to those which appeared to flow from the execution of the Iatan Project and not to those which appeared to flow from accounting or financial issues. 
Answer

Pegasus-Global conducted a Prudence Audit/Review, not a Construction (Financial) Audit.

B) Please list each and every cost type (please identify in detail by description and by WBS) that Pegasus did not review as a part of its Iatan Construction Prudence evaluation or audit.

Answer:

Pegasus-Global did not conduct a Construction (Financial) Audit, but rather conduct a Prudence Audit/Review. Therefore, Pegasus-Global did not evaluate costs that were charged (booked) to specific WBS designations. 

See response to DR 0625 question 1.c.
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