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PUBLIC VERSION “**|Jl}:*” DESIGNATES
CONFIDENTIAL INFORMATION HAS BEEN REMOVED

DIRECT TESTIMONY OF
DR. KRIS R. NIELSEN

ON BEHALF OF KANSAS CITY POWER & LIGHT (KCP&L) IN THE MATTER OF

APPLICATION OF KCP&L TO MODIFY ITS TARIFFS TO CONTINUE THE
IMPLEMENTATION OF ITS REGULATORY PLAN

DOCKET NO. 09-KCPE-246-RTS

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Dr. Kris R. Nielsen. My business address is 1750 Emerick Road, Cle Elum,
Washington 98922.

WHAT IS YOUR OCCUPATION?

I am the President and Chairman of Pegasus Global Holdings, Inc. (Pegasus-Global), a
management consulting firm that provides services to the utility industry and other

industries. I am the Director of this engagement for Pegasus-Global.
WHAT IS THE PURPOSE OF YOUR TESTIMONY?

Kansas City Power & Light (KCP&L) asked Pegasus-Global to perform an independent
and objective evaluation of the effectiveness of KCP&L management regarding the Iatan
Unit 1 and the prudence of the decisions made by the Project Leadership Team. In

developing the study scope, the following objectives were established:

e Assessment of the management processes used by KCP&L to plan, execute and

control functional activities.
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e Identification of management strengths and positive actions which may have had

an impact on cost and/or schedule.

e Identification of any management shortcomings which may have had an impact

on cost and/or schedule.

e Determination of the effectiveness of overall Design, Procurement and
Construction Management practices and the extent to which these practices

avoided, mitigated or resulted in cost and/or schedule impacts.

In addition, Pegasus-Global was requested to read, evaluate and critique the Vantage
report prepared for the Kansas Corporation Commission (K.C.C.) Staff. I, Dr. Kris
Nielsen, am the “sponsor” of the Pegasus-Global analysis. [ directed and actively

participated in the evaluations and preparation of this testimony.

PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND
PROFESSIONAL EXPERIENCE.

I have earned a doctorate in Infrastructure Systems (Civil) Engineering from Kochi
University of Technology in Kochi, Japan in 2005, a Doctorate of Jurisprudence from
George Washington University Law School in Washington D.C. in 1970, and a Bachelor
of Mechanical Engineering degree from Princeton University in 1967. 1 have over 40
years of experience, including 27 as a management consultant in utility prudence and
management reviews, evaluations and audits. I have authored over 100 papers and
publications including the area of prudence and utility management. My power plant
experience includes nearly 90 power plants. I have testified 90 times of which over 40 of

those testimonies involved power plant projects.

[ have performed extensive work on behalf of both public and private sector clients, on a
wide-range of complex, global engagements involving the construction, engineering, and
procurement of large projects with long-lead times. I have an extensive background in

engineering, construction and project management, including controls and scheduling. |
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have also presented expert witness testimony in legal proceedings around the world
including numerous Commission dockets regarding the prudence of multiple power
plants. As a senior Pegasus-Global leader or member on risk management or strategic
consulting engagements, and I have undertaken and led performance and prudence audits,

evaluations and assessments of project-specific and corporate risk.

I have been involved with pre-design, engineering, procurement, construction, and
commissioning work for mega and large projects like the development of Iatan Unit 1,
which includes significant experience in bidding and bid solicitation for such projects,
procurement, constructability reviews, schedule resource loading and activity evaluation,
code and permitting processes, due diligence studies, overhead calculations, quality
assurance and control, startup and operations, commissioning, testing and maintenance. |

have worked on engineering and construction projects in over 60 countries.

I have performed prudence audits, management and performance audits, and technical
analyses and provided expert testimony before regulatory bodies, in court and in

arbitration hearings in the following areas:
e Utility Management Prudence
e Corporate/Utility Management
¢ Economics of the Construction and Utility Industries
e Project Controls
¢ Engineering/Procurement Management
¢ Project/Construction Management
e Nuclear/Fossil Licensing/QA/QC

e (Cost Engineering/CPM Scheduling
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e Construction Law/Disputes Analysis

My work experience and publications, including management and prudence audits is
described in my curriculum vita, which I have attached as Exhibit 1 (KRN-1). My nuclear
power plant experience is attached as Exhibit 2 (KRN-2). My non-nuclear power plant
experience is attached as Exhibit 3 (KRN-3). My prior testimony is attached as Exhibit 4
(KRN-4).

HAVE YOU PREVIOUSLY TESTIFIED IN ANY REGULATORY
PROCEEDINGS REGARDING UTILITY PRUDENCE PRIOR TO THIS KCP&L
CASE?

Yes, I have testified on the following utility power projects for the party indicated:

¢ Vogtle Nuclear Power Plant, Units 3 &4, Georgia Public Service Commission, for

the Georgia Power Company

o Connecticut Yankee Nuclear Power Plant, Federal Energy Regulatory

Commission, for the Northeast Utilities Company

e South Texas Nuclear Plant, Public Utility Commission of Texas, for Central

Power & Light Company

e Trojan Nuclear Power Project, Oregon Public Utility Commission, for the

Portland General Electric Company

e Comanche Peak Nuclear Power Plant, Public Utility Commission of Texas, for

the staff of the Texas Public Utilities Commission

¢ Pilgrim Nuclear Power Plant, Massachusetts Department of Utilities, for the

Boston Edison Company
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Waterford 3 Nuclear Power Plant, City of New Orleans, for the staff of the City of
New Orleans City Council, the utility regulatory body within the corporate limits
of the City of New Orleans.

Vogtle Nuclear Power Plant, Units 1 & 2, Georgia Public Utility Commission, for

the Georgia Power Company

Perry Nuclear Power Plant, Public Utilities Commission of Ohio, for the staff of

the Public Utilities Commission of Ohio

Perry Nuclear Power Plant, Pennsylvania Public Utility Commission, for the staff

of the Pennsylvania Public Utility Commission

Scherer Fossil Power Plant, Georgia Public Utilities Commission, for the Georgia

Power Company

Millstone Nuclear Power Plant, Unit 3, Connecticut Department of Public
Utilities Control, as the management prudence auditor for the Department of

Public Utility Control.

Millstone Nuclear Power Plant, Unit 3, Vermont Public Service Board, for

Central Vermont Public Service Company

Clinton Nuclear Power Station, IHlinois Commerce Commission, for the staff of

the Illinois Commerce Commission

Seabrook Nuclear Station Unit 2, Massachusetts Department of Ultilities, for the

Massachusetts Attorney General

Seabrook Nuclear Station Unit 1, New Hampshire Public Utilities Commission,

for the staff of the New Hampshire Public Utilities Commission
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HAVE YOU BEEN INVOLVED IN OTHER UTILITY POWER PROJECTS
THAT INVOLVED THE REVIEW OF PRUDENCE?

Yes, with respect to power projects involving prudence investigations in which I have

either provided testimony in a forum other than regulatory hearings and/or the parties

involved entered into a settlement agreement, thus eliminating the need for a public

hearing include the following along with the respective client:

2003 Energy Black-Out in the Northeastern U.S. and Canada, U.S Federal District
Court, Ohio, for First Energy

Indian Point Nuclear Power Plant, Unit 3, State Court, New York, for

Consolidated Edison

Peach Bottom Atomic Generating Station, U.S Federal District Court, for Public

Service Electric & Gas

Cooper Nuclear Station, State Court of Nebraska, for the Nebraska Public Power
District

Millstone Nuclear Power Plant, Unit 3, American Arbitration Association, for

Northeast Utilities

Salem Nuclear Power Plant, U.S. Federal District Court, Philadelphia, for the

Public Service Electric & Gas

Diablo Canyon Nuclear Plant, Units 1 & 2, California Public Utilities

Commission, for the Attorney General of California

Comanche Peak Nuclear Power Plant, U.S Federal District Court, Texas, for

Texas Utilities

Direct Testimony of Dr. Kris R. Nielsen
On Behalf of KCP&L
Docket No.09-KCPE-246-RTS
Page 6 of 79




10

11
12

13
14

15
16

17
18

19
20
21

Maine Yankee Nuclear Plant, for Stone & Webster regarding prudent
management of the decommissioning for utility report to the Maine Public

Utilities Commission

Shoreham Nuclear Power Plant, U.S. Federal Court, New York, for the Counsel
for Suffolk County, the primary intervenor before the New York Public Service

Commission
Wolf Creek Nuclear Power Plant, State Court, for Bechtel Corporation

Calvert Cliffs Nuclear Plant, Maryland Public Service Commission, for Baltimore
Gas & Electric

Turkey Point Nuclear Power Station, Unites 3 & 4, for Florida Power & Light

Palo Verde Nuclear Power Plant, State Court, Arizona, for Combustion

Engineering, the Nuclear Steam Supply System vendor

Palo Verde Nuclear Power Plant, State Court, Colorado, for Ernst & Young, the

Prudence Auditor for the Arizona Corporation Commission

Pleasant Prairie Nuclear Generating Station Unit 2, U.S Federal District Court,

Wisconsin, General Contractor for the plant

Reid Gardner Coal-Fired Generating Station, Unit 4, for the California

Department of Water Resources

WHO WERE THE OTHER PEGASUS-GLOBAL TEAM MEMBERS WHO
ASSISTED YOU IN YOUR REVIEW OF THE VANTAGE REPORT AND
EVALUATION OF PRUDENCE ON THE IATAN UNIT 1 PROJECT?
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Under my direction, the following Pegasus-Global principal consultants assisted me in

the prudence evaluation on the Iatan Unit 1 Project and review of the Vantage Consulting

report:

Dr. Patricia D. Galloway, Chief Executive Officer, Pegasus-Global
John L. Owen, Specialist Consultant, Pegasus-Global

Gerald W. Tucker, Specialist Consultant, Pegasus-Global

DR. NIELSEN, WILL YOU DESCRIBE THE GENERAL QUALIFICATIONS OF
THESE PRINCIPAL CONSULTANTS?

Yes. In Exhibit 5 are the’detailed resumes of Dr. Galloway, Mr. Owen and Mr. Tucker. In

a summary manner, however, the following information is provided regarding their broad

and applicable experience:

A.

Dr. Patricia D. Galloway is a licensed professional engineer in fourteen U.S.
States (Including Kansas), Canada and Australia, a certified project management
professional, and a certified forensic claims consultant. Dr. Galloway is known
for her experience and expertise in global engineering and construction. Her
industry experience spans over 30 years and includes powecr, oil and gas,
transportation, infrastructure, process and specialty structures. She is a globally
recognized expert in risk management, project management, project controls, and
management issues. She has conducted prudence audits on over 25 different
power plants and has testified extensively in public rate hearings on her work, on
behalf of both public utility commissions and regulated public utilities. She has
served as an arbitrator and is a prolific author and presenter of technical papers on
prudence, project management, project controls, and related topics. She is an
elected member of the National Academy of Construction and the Pan American

Academy of Engineering. She is currently the Vice Chair of the National Science
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Foundation and Past President of the American Society of Civil Engineers. She
holds a PhD in Infrastructure Systems Engineering from the Kochi University of
Technology in Japan, an MBA from the NY Institute of Technology and a B.S. in
Civil Engineering, specializing in structural design and construction management

from Purdue University.

. Patricia Galloway Testimony List:

Sound Transit Light Rail System, Washington

Sacramento Municipal Utility District Cosumnes Combined Cycle Power Plant,
California

BHPB Minerva Project, Australia

New Jersey Transit - Light Rail System, New Jersey

Covert Combined Cycle Power Plant, Michigan

Fresno Airport, California

Grizzly Stadium, California

Alameda Hospital, California

Sludge Drying Facility, New Jersey

Alameda Hospital, California

POSVEN Hot Briquette Iron Project, Puerto Ordaz, Venezuela

PET Production Plants - Argentina, Holland, Spain

Anaconda Nickel Cobalt Mine, Western Australia

Regents Resort Hotel & Spa, Las Vegas, Nevada

Cooper Nuclear Plant, Lincoln, Nebraska

Anaconda Cobalt/Nickel Mine, Western Australia

Casecnan Multi-Purpose Project, Philippines

Upgrade of Telecommunications - Black & Veatch v. AT&T / Motorola, Midwest
Pharmaceutical Plant, Singapore

Demineralization Plant, Mexico

Regents Resort Hotel & Spa, Las Vegas, Nevada

Idaho National Laboratory TSA-Retrieval Project, Caddell Construction
(LMITCO)

Idaho National Laboratory TSA Retrieval Project Atlas Construction (LMITCO)
Millstone Nuclear Plant 3, Connecticut

Millstone Nuclear Plant 3, Connecticut

Tsing Ma Bridge, Hong Kong

Process Plant, New Jersey

Baytown Bridge, Houston, Texas

Power Plant Demolition, Marshall Islands
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Cooper Nuclear Plant, Lincoln, Nebraska

Casecnan Multi-Purpose Project, Philippines

US Route 290, Texas

Republic Engineered Steel Caster Building Project, Canton, Ohio
Cooper Nuclear Plant, Nebraska

IPSCO Steel Mill, lowa

INCO Recompression Platforms

Baytown Bridge, Houston, Texas

Highway, West Virginia

Big Timber Creek Interceptor, New Jersey
Interchange of 1-635 and I-35 Overland Park, Kansas
South Texas Nuclear Plant, Texas

Blue Route, Pennsylvania

Kuwait Oil Depot, Kuwait

Shoreham Nuclear Power Plant, New York

New Smyrna Beach Bridge, Florida

Veteran's Expressway, Tampa, Florida

Nairn Avenue Bridge, Winnipeg, Canada

State Route 21, Florida

Seabrook Nuclear Plant, New Hampshire

South Texas Nuclear Plant, Texas

Vogtle Nuclear Power Plant

Perry Nuclear Power Plant, Ohio

Millstone Point I1I, Nuclear Power Plant, Connecticut
Clinton Nuclear Power Station, Illinois

University Medical Center, Louisiana

American Standard Insurance Headquarters, Oklahoma
Worcester Civic Center, Massachusetts

. Mr. John Owen is a recognized expert in project and operations management,

forensic engineering and operational facility performance. As an electrical
engineer, he has led the engineering and design efforts on more than 10 power
plant prudence audits in the United States as well as conducting performance
audit reviews in the UK and Canada. Mr. Owen has presented testimony before
public utility commissions regarding all types of management (project,

engineering, commissioning, and operations), scheduling (delay, disruption, etc.),
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cost damages and other issues. He holds a H.N.C in Electrical Engineering,
Salford Technical College, Salford, England. Prior to joining Pegasus-Global, Mr.
Owen had 30 years of experience in the engineering, procurement and
construction of electrical power facilities. This experience includes five nuclear
power plants in North America, South America, Asia and the United Kingdom.
His experience also includes coal, oil and hydroelectric power plants and
transmission facilities. Other experience includes power system planning and

feasibility studies.

John Owen Testimony List:

Nikiski Cogeneration Facility, Nikiski, Alaska

AMOC Lube Oil Expansion

Santa Rita Power Plant, Philippines

Trojan Nuclear Plant, Oregon

Green River Community College

Duke Fluor Daniel vs. Dearborn Industrial Generation, Michigan
Olmstead Waste-to-Energy Plant

Imperial Valley Waste to Energy Plant, California

Washington State Convention and Trade Center

Power Plant, SMUD v. Campbell Soup

Rabigh Power Plant, Saudi Arabia

Plant Vogtle, Units 1 & 2, Georgia

Plant Vogtle, Units 3 & 4, Georgia

National Energy Production Corporation v. Imperial Resource Recovery
Associates, L.P., et al.

Cadereyata Refinery/Pipeline

Comanche Peak Texas Ultilities

Pilgrim Nuclear Power Plant, Massachusetts

Fossil Power Plant, Scherer, Georgia

South Texas Nuclear Plant, Texas

PP9 Power Plant, Saudi Arabia

Clinton Nuclear Power Station, Illinois Commerce Commission

C. Mr. Gerald Tucker has over 40 years of utility experience and has provided

assistance in the development of rate filings on behalf of electric and gas utilities

for over 30 years. He previously was employed by Southwestern Electric Power
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filings in four jurisdictions and as Controller and Chief Accounting Officer for
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As Controller he was responsible for all accounting functions of a major electric
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testified on behalf of municipal clients in Texas, in exercising their original

jurisdiction over electric and gas rates within incorporated areas. Mr. Tucker has

also been involved with numerous prudence audits.

Gerald Tucker Testimony List:

Duke Fluor Daniel vs. Dearborn Industrial Generation, Michigan
Shoreham Nuclear Power Plant, New York

Power Authority vs. U.S. Navy — Served as Arbitrator

Cooper Nuclear Power Plant, Nebraska

Casecnan Multi-Purpose Project, Phillipines

US Route 290, Texas (Deposition)

Public Utility Commission of Texas (PUCT) Docket No. 3716, Southwestern

Electric Power Company

Louisiana Public Service Commission (LPSC) Docket No. U-14250,
Southwestern Electric Power Company

Naim Avenue Bridge, Winnipeg, Canada

Arkansas Public Service Commission (APSC) Docket No. U-3136,
Southwestern Electric Power Company

PUCT Docket No. 4628, Southwestern Electric Power Company
LPSC Docket No. U-15180, Southwestern Electric Power Company
APSC Docket No. 83-064-U, Southwestern Electric Power Company
PUCT Docket Nos. 5301,5369,Southwestern Electric Power Company
Federal Energy Regulatory Commission (FERC) Docket No. ER83-609,
Southwestern Electric Power Company

LPSC Docket No. U-15753, Southwestern Electric Power Company
APSC Docket No. 84-175-U, Southwestern Electric Power Company
FERC Docket No. ER85-194, Southwestern Electric Power Company
FERC Docket No. ER85-424, Southwestern Electric Power Company
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APSC Docket No. 85-231-U, Southwestern Electric Power Company

PUCT Docket No 7560, Central Power and Light Company

PUCT Docket No. 8646, Central Power and Light Company

Georgia Public Service Commission Docket No. 14311-U, Atlanta Gas Light
Company

¢ Railroad Commission of Texas (RRC) Docket No. 9400, Allied Coalition of
Cities

PUCT Docket No. 28840, Cities

Oklahoma Corporation Commission (OCC) Docket No. 200400187,
CenterPoint Energy Arkla

PUCT Docket No. 28813, Cap Rock Electric Corporation

RRC Docket No. 9533, CenterPoint Energy Entex — South Texas Division
RRC Docket No. 9534, CenterPoint Energy Entex — East Texas Division
OCC Docket No. 200400187, CenterPoint Energy Arkla Rebuttal

APSC Docket No. 04-121-U, CenterPoint Energy Arkla

PUCT Docket No. 28813, Cap Rock Electric Corporation Rate Case Expense
PUCT Docket No. 30706, CenterPoint Energy Houston Electric, Inc.

RRC Docket Nos. 9598, 9599, 9603, Atmos Cities Steering Committee
RRC, CenterPoint Energy Entex — East Texas Division

RRC Docket No. 9625, CenterPoint Energy Entex — South Texas Division
RRC Docket 9635, CenterPoint Energy Entex — Tyler

PUCT Docket No. 32758, AEP Texas Central Company

RRC Docket No. 9670, Atmos Cities Steering Committee

City of Port Arthur vs. Entergy et al

Saquib Ejaz, et al, vs. Texas A & M University, et al

PUCT Docket No. 33309, Cities

PUCT Docket No. 33310, Cities

DO THE PEGASUS-GLOBAL TEAM MEMBERS WHO ASSISTED YOU HAVE
ANY PRIOR EXPERIENCE TESTIFYING AND/OR EVALUATING PRUDENCE
OF MANAGEMENT DECISIONS ON POWER PLANTS ON WHICH YOU
HAVE ALSO TESTIFIED OR EVALUATED?

Yes, | have been working with Dr. Galloway, Mr. Owen and Mr. Tucker for over 20
years evaluating prudent management of power plant projects. I have worked on 19

power plants prudence evaluations with Dr. Galloway, 10 power plant prudence
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evaluations with Mr. Owen and 5 power plant prudence evaluations with Mr. Tucker.

Attached as Exhibit 6 is a prudence engagement matrix.

HAVE YOU SPOKEN OR WRITTEN ON THE SUBJECT OF UTILITY
PRUDENCE AND/OR PROJECT MANAGEMENT (INCLUDING
ENGINEERING, CONSTRUCTION, PROCUREMENT, ETC.)?

Yes. In Exhibits 1 and 5 to this testimony are complete lists of papers and articles and
lectures on prudence and other matters for the four of us. With respect to prudence, the
following articles that have been authored/co-authored by Dr. Galloway and Dr. Nielsen

are noted:

e “Design-Build/EPC Contractor’s Heightened Risk-Changes in a Changing World”,
P. Galloway, Journal of Legal Affairs and Dispute Resolution in Engineering and

Construction, American Society of Civil Engineers, Volume 1, February 2009

e “A Management System for Infrastructure Construction, Meeting the Needs of the
Next Two Decades,” K. Nielsen, International Symposium on Social Management
Systems, Annual Conference for the Society of Social Management Systems, Kochi,
Japan, March 5-8, 2009

e “The Multi-Billion Dollar Issue Facing the Nuclear Power Industry:
Decommissioning Versus Life Extension,” K. Nielsen, The Future of the U.S. and

International Environmental Industry, Washington, D.C., November 10 - 12, 1997

e “Multiple Jeopardies,” Cogeneration & Resource Recovery, Volume 8§, No. 3,
April 1990

e “Combining PURPA, Prudence and Avoided Cost Rate Design; A New Cost
Engineering Environment,” co-authored with P. Galloway, AACEI Professional
Practice Guidelines, No. 7, bl Edition, 2007, American Association of Cost

Engineers 9th Annual Mid-Winter Symposium Transactions, San Francisco,
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California, February 1987; Reprinted, Cost Engineering, Volume 31, No. 1, p. 16,
January 1989

“Outages Different Regulatory Technical Standards,” K. Nielsen, American
Association of Cost Engineers, 10th Annual Mid Winter Symposium Transactions,

Phoenix, Arizona, February 1988

“Effect of Current State Regulatory Environment on Outage Management,” K.
Nielsen, 6th Annual Project /2 Outage Symposium, Cambridge, Massachusetts,
June 29 July 1, 1987

“The 5-Year Living Schedule,” P. Galloway, co-authored with R. Cochran, A4CEI
Professional Practice Guidelines, No. 7, 2™ Edition, 2007, American Association

of Cost Engineers Annual Convention, Atlanta, Georgia, June 1987

“Preparing for the Ultilities’ Future-Managing the Prudence Issues,” co authored

with P. Galloway, Electric Potential, Volume 2, No. 4, July-August 1986

Interview with Kris R. Nielsen, President, The Nielsen Wurster Group, Inc., The
Advisory, July 3, 1986

“Utilities Forced Delays-Controllable or Uncontrollable,” co-authored with P.
Galloway, AACEI Professional Practice Guidelines, No. 7, 2 Edition, 2007,
American Association of Cost Engineers Annual Convention Proceedings,

Chicago, Illinois, June 1986

“Preparing for the Utilities’ Future An ‘Attack Plan’ for Minimizing Disallowable
Costs In Outage and Future Capital Construction,” co-authored with P. Galloway,
American Association of Cost Engineers, 8th Annual Mid Winter Symposium
Transactions, New Orleans, Louisiana, February 1986; Project 2, 5th Annual

Outage Symposium Proceedings, Cambridge, Massachusetts, May 1986
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“New Directions in Project Control for the Utility / Construction Industries,” K.
Nielsen, 8th Annual Mid Winter Symposium Proceedings, New Orleans, Louisiana,
February 13 -14, 1986

“Preparing for Utilities Future An ‘Attack Plan’ for Minimizing Disallowable
Costs in Outage and Future Capital Construction,” co-authored with P. Galloway,
American Association of Cost Engineers Utility Conference Proceedings, New

Orleans, Louisiana, February 1986

“Second Guessing the Engineer,” co-authored with P. Galloway, Civil

Engineering, American Society of Civil Engineers, November 1985

“Calculating Utility Prudence Issue Costs,” K. Nielsen, AACEI Professional
Practice Guidelines, No. 7, 2™ Edition, 2007, 1985 American Association of Cost

Engineers Annual Convention Transactions, Denver, Colorado, July 1985

“Utility Prudence Time Impact Evaluation,” P. Galloway, AACEI Professional
Practice Guidelines, No. 7, 2" Edition, 2007, American Association of Cost

Engineers Annual Convention Transactions, Denver, Colorado, July 1985

“The Prudence Management Audit: A New Challenge For the Civil Engineer,” co-
authored with P. Galloway, American Society of Civil Engineers Spring

Convention Proceedings, Denver, Colorado, April 1985

“Performance Audits,” P. Galloway, co-authored with D.Law, Proceedings,

Project Management Institute Symposium, Toronto, Ontario, Canada, October
1982

WHAT STANDARDS OF ANALYSIS DID YOU EMPLOY IN PERFORMING
THE EVALUTION?
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In evaluating Iatan Unit 1, Pegasus-Global employed a prudence definition consistent
with that applied in Kansas and most other jurisdictions. The prudence concept, which
has been published in numerous publications as noted previously and under which I have

testified in multiple cases is best articulated as follows:

Decisions are prudent if made in a reasonable manner in light of conditions and
circumstances which were known or reasonably should have been known when

the decision was made.

Prudence cannot be judged from a hindsight perspective. The substantive decision
quality is only an element to be considered. The issue is whether the decision was
reasonable when made, not that the result of that decision is less desirable than other

results. Thus, there is a zone of reasonableness, as prudence is not a test of optimality.

The evaluation focus is initially on the decision-making process and the decision
implementation to determine whether or not the decision was reasonable. The prudence

evaluation process typically includes:

Data Development-What information was available; were the management
systems and procedures organized and implemented to produce information to
enable analysis; was the data reliable; what was the timeliness of the data to the

decision?

Information Flow-To whom and when was data transmitted; what available data

was communicated; in what format was the information made available?

Analysis-What does the information mean; what alternatives were identified or
where possible; what benefits and impacts are projected; how does the decision

mesh with project and corporate needs?

Direct Testimony of Dr. Kris R. Nielsen
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Decision-What decision was made; when was the decision made; how was the
decision made; was the decision reviewed as assumptions and circumstances

changed?

Thus, Pegasus-Global has applied a definition and approach widely recognized. Prudence
is not merely the application of a test that accepts just any rational basis for acceptability
of a decision but rather rigorous evaluation of concurrent context, process, and
performance. In fact, Pegasus-Global uses generally as a guide the Government Auditing
Standards issued by the U.S. General Accounting Office (GAO) as appropriate to
prudence audits, especially with respect to capital projects (see Government Auditing
Standards, United States General Accounting Office, GAO-03-673G, June 2003 — the so-
called “Yellow Book” standards). With respect to auditing, the GAO has issued the
following guidance:
Performance audits provide an independent assessment of the performance and
management of government programs against objective criteria or an assessment
of best practices and other information. Performance audits provide information
to improve program operations, facilitate decision making by parties with
responsibility to oversee or initiate corrective action, and contribute to public
accountability. The term performance audit is used generically to include work
classified by some audit organizations as program evaluations, program
effectiveness and results audits, economy and efficiency audits, operational

audits, and value-for-money audits.

Pegasus-Global conducts audits internationally and one of the primary elements adopted

by Pegasus-Global from the GAO standards is that of the auditor’s responsibilities:

Auditors should act in a way that will serve the public interest, honor the public
trust, and uphold their professionalism. A distinguishing mark of a profession is
acceptance of its responsibilities to the public. This responsibility is critical when

auditing in the government environment.
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Prudence is not synonymous with efficiency and does not require that decisions be made
and executed in the most efficient manner. While Pegasus-Global had found that
KCP&L actions generally fell within a zone of reasonableness, and are therefore prudent,
Pegasus-Global has drawn no conclusion either as to whether KCP&L fulfilled all of its
obligations to the other latan Unit 1 Owners, or whether another reasonable course of
conduct would have resulted in different consequences or costs. An auditor/reviewer, and
especially a prudency auditor/reviewer, should never substitute their judgment for that of

the organization it is auditing/reviewing.

Prudence also recognizes and relies on the concept of forseeability in two ways: First, an
action or lack of action of a utility manager is not unreasonable or imprudent if it
involves or is affected by events which were unforeseen and unforeseeable at the time;
and second, the cost calculations for any imprudence found properly reflect only the

foreseeable consequences of the imprudent decision-making processes or performance.

ARE THESE STANDARDS CONSISTENT WITH PRIOR STANDARDS USED IN
KANSAS?

Yes. The standards I have referred to above are consistent not only with Kansas law but
are also consistent with the laws of most other jurisdictions. We have reviewed those
standards in a number of articles that we have published and in presentations we have
made. For examples see “Preparing for the Utilities Future”, Electrical Potential, Vol. 2,
No. 4, July-August 1986, which I co-authored with Dr. Galloway and, more recently a
peer-reviewed article, “Design-Build/EPC Contractors Heightened Risk — Changes in a
Changing World,” published in the “Journal of Legal Affairs and Dispute Resolution in
Engineering and Construction,” American Society of Civil Engineers, Vol. 1, Feb 2009,

authored by Dr. Galloway.

In trying to assure that we were using standards consistent with Kansas law I reviewed

the testimony and Exhibit WPD-1 filed by Walter P. Drabinski of Vantage Consulting,
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Inc. (Vantage), on behalf of the K.C.C. staff relating to the prudence standards he
employed in his analysis, the Kansas statutory prudence standards which he referenced,
particularly K.S.A. 66-128g which sets forth the nonexclusive prudence factors which the
Commission shall consider in evaluating prudence, the Commission’s Wolf Creek
decision in Dockets 120,924-U and 142,098-U and the Kansas Supreme Court Wolf
Creek decision, 239 Kan. 483, 720 P 2d 1063 (1986). Like Mr. Drabinski, I also

consulted with experienced regulatory legal counsel.

BASED ON THAT REVIEW, DO YOU AGREE WITH THE VANTAGE
DESCRIPTION OF WHAT THEY CONSIDER TO BE THE PROPER
PRUDENCE STANDARD TO APPLY IN THIS CASE?

Only in part. It may be helpful if I was clear about points of agreement and points of

disagreement.

First, Vantage equates Wolf Creek with Iatan 1 and states that the K.C.C. should treat
them the same because they are “large, high-cost power plant construction projects”. |
disagree that these two projects are the same and that they require identical treatment. As
the K.C.C. and Kansas Supreme Court decisions both point out, Wolf Creek was a
massive project that had the potential for massive rate increases creating huge economic
and political implications for the state of Kansas. Both the timing and the content of the
statutory factors to be considered by the Commission indicate that this legislative
enactment was designed to address a very specific problem — Wolf Creek. In fact, as was
pointed out by Chief Justice Schroeder in dissent, this legislation was referred to
specifically by Robert Vancrum as the “Wolf Creek Excess Cost — Excess Capacity Bill”
in 33 Kan. L.R. 475 (1985), 239 Kan at 518. latan 1 has no such economic or political
impact and there has been no special legislative action directed at Iatan. To the contrary,
Tatan 1 is a clean air project approved as part of a negotiated and agreed-to

Comprehensive Energy Plan.
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Second, Vantage rightfully acknowledges the special “Wolf Creek Nuclear” nature of the
statute in selecting 5 of the 12 legislative factors that it suggests be applied to latan, while
ignoring other factors, most of which we agree are Wolf Creek specific and not
applicable here. However, Vantage goes too far and ignores too much in failing to
consider two factors which are applicable and which should be considered by the

Commission in this case. These two factors are:

(3) a comparison of the final cost of the facility under consideration to the final
cost of other facilities constructed within a reasonable time before or after

construction of the facility under consideration, K.S.A.66-128g(3)

(6) a comparison of any overruns in the construction cost of the facility under
consideration with any cost overruns of any other electric generating facility
constructed within a reasonable time before or after construction of the facility

under consideration, K.S.A.66-128g(6)

The Vantage prudence formulation — “whether a knowledgeable person in the industry
would have made the same or similar decisions with the information and resources
available at the time (Drabinski, page 7, line 12-14) is very similar to the standards I
articulated above — “decisions are prudent if made in a reasonable manner in light of
conditions and circumstances which were known or reasonably should have been
known...” (Nielsen, page 17, line 5-7). Under both or either of these standards you have
to do a comparison with similar projects being completed within the same time period for
two reasons: First, the mean of the universe of the other project managers provides a base
for determining what the standard is for “the knowledgeable person in the industry”, and,
second, identification of issues and solutions to problems on other projects allows you to
determine what was “known or should have been known™ and to evaluate actions taken in
response. These comparisons are an important part of a prudence review, as recognized
by the Kansas legislature and other jurisdictions, should have been included in the

Vantage review and is included in the Pegasus-Global analysis below.
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WOULD YOU DESCRIBE THE APPROACH YOU UTILIZED IN
CONDUCTING THIS REVIEW?

The approach we utilized in the review of Tatan Unit 1 was consistent with that adopted in
each of the previous reviews conducted by our team. We conducted a qualitative review
which focused on the management processes employed by KCP&L and supplemented
this with a quantitative review of the cost and schedule impacts of certain events. Within
this overall approach we requested, obtained and reviewed substantial amounts of project
documentation. This information was not meant to be exhaustive, but would be sufficient
to reasonably assure that we could derive supportable conclusions there from.
Documentation consisted of reports, correspondence, meeting minutes, presentations and
other written material and data related to project events, decisions, responses and actions.
The documents that provide the primary support for the conclusion of Pegasus-Global are

listed throughout this testimony as well as listed in Exhibit 7.

Our review, for instance, included the review of various independent third party audit
reports that were prepared over the course of the Iatan Unit 1 project. It is Pegasus-
Global’s experience that owners regularly retain outside consultants to review, audit and
make recommendations relative to findings and facts at the time within the scope of the
audit review. We find that the conducting, use, and review of findings of audits to be
prudent management practice. The fact KCP&L extensively employed and used audits
on the latan Unit 1 project represents prudent management. That being said, audit
findings contained within audit reports are not necessarily conclusive of prudent actions.
Audits are conducted for many purposes. The purposes can be as diverse as providing
“reasonable assurance” of: accounting practices, financial reporting, engineering quality
practices, construction execution such as for welds, potential risks, and project
management performance. And, in the context of regulated utilities, prudence audits
which provide reasonable assurance that a utility management was prudent in their
decision making regarding capital expenditures. Audit reports are specifically designed to

look at potential management issues or problems and/or to confirm the reasonableness of
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approaches. Audit recommendations typically are designed to improve performance and
execution in the future. But audits are merely one of a selection of sources of

information that a utility should and does take into account in making decisions.

Let me illustrate with a discussion of how audit reports are one documentary source
which we consider in judging the prudence of management decision making. Review of
audit reports must begin with an understanding of the audit purpose and scope, and how
the audit was performed. Especially important is an understanding of the timeframe of
data that was used in performing the audit. Great Plains Energy (GPE) formed a CEP
Oversight Committee in October 2006 upon the recommendation of GPE’s CEO, M.
Chesser, and GPE’s internal audit department. The CEP Oversight Committee was
formed to provide program management assurance to minimize the risk of program
failures. The responsibilities, structure and attributes were established at that time for the
Comprehensive Energy Plan (CEP) Oversight Committee by Mr. Chesser in an
attachment to his communication to KCP&L CEQO, Bill Downey:
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Oversight Committee

Committee Structure and Responsibilities

* Be chaired by the Chief Executive of Utility.

* Be comprised of a selection of executives of the organization who are
affected by the change or have responsibility for its outcome.

+ Confirms the project in terms of strategic alignment, overall costs,
benefits, deliverables and scope.

* Work closely with the Project Executive to ensure that the project’s
progress is on schedule.

« Objectively review the direction and progress of the project at key
intervals to ensure that the aims of the project are being met and that the
Benefits Plan is on schedule to realize expected benefits.

* Make decisions pertaining to the project’s external influences.

* Assess resource requirements and team’s performance throughout the
course of the project.

¢ Constantly review and evaluate the Project as it may become necessary to
re-direct or stop the project (mid-stream) if it becomes clear that it is no
longer relevant to the company objectives or is unlikely to deliver the
expected benefits.

* Ensure that the project follows the corporate policies and procedures of
the organization.

* Ensure the project complies with the performance criteria defined in the
Project Business Case.

* Monitor the decision making process.

* Designate an individual to organize the Oversight Committee meetings,
take notes and distribute minutes and action items.

Attributes

* Be accountable for achieving planned benefits within budget, on schedule
and within scope.

* Exercise organizational leadership with regard to the project and all
parties involved.

= Contribute to finding solutions if access to resources falters.

* Manage all internal and external business issues related to the project.

(CEP Oversight Committee 10-26-06)

Direct Testimony of Dr. Kris R. Nielsen
On Behalf of KCP&L
Docket No.09-KCPE-246-RTS
Page 24 of 79




NN U B W N

oc

10
11

12
13
14
15
16
17
18
19
20

21

22

23

24

The CEP Oversight Committee started functioning in October 2006 and was formally
approved at the beginning of February 2007. The oversight committee arranged with the
GPE Internal auditor and Ernst & Young (E&Y) to provide one source of input to allow
KCP&L executive management to monitor project decision making to assist in the
normal conflicts of competing stakeholders, including external influences and project
management executives. The proposal of the audits was proactive on the part of KCP&L

management and indicative of good, prudent management process.

*
H*
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In addition, the CEP Oversight Committee, reviewed reports from Schiff Hardin, who
provided KCP&L with outside expertise with respect to the CEP program and specific
projects. Schiff Hardin reports provided even more detailed, operating level
recommendations with respect to specific project management, such as, for Iatan Unit 1.
Again, this is a process of decision making that we look for — the seeking out of potential
risks and possible solutions regularly from outside sources which exemplifies good and

prudent management.

Consideration must also be given to the particular point in the execution period. For
example, KCP&L was delayed from their 2004 plans by the need to obtain permits from
various jurisdictions agencies and by the regulatory process leading to formal approval of

the CEP. Once the overall CEP program was approved, KCP&L found themselves faced
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with a considerably different construction market. Today, KCP&L is faced with
construction market conditions that were unforeseeable just six months ago. I point this
out because circumstances and conditions seldom remain the same over the extended
durations of major capital construction. When judging the prudency of decision making,
we place decision making in the factual context of what could reasonably be known at the
time. Once the decision is made, there also must be recognition of the time to implement
or respond to the decision, during which circumstances and conditions are not static.
From the end of 2005 to today the shifting issues and resulting circumstances have gone
through many changes. For that reason we place the decision making process into time

context or continuum that existed at the time the decision was made.

In addition to the review of documentation, we also identified and interviewed a number
of project personnel, including key latan Unit 1 project team members and executives
charged with direct oversight of the project. The interviews were conducted to establish
the basis or underlying explanation for decision making. In our opinion, the conduct of

these interviews is a necessary element of a comprehensive review to provide the

rationale or justification not otherwise determinable solely from review of documentation.

Interviewees consisted of:

¢ Carl Churchman — Vice President - Construction

¢ Terry Bassham — Chief Financial Officer & Oversight Committee Member
e Brent Davis — Project Director

e Steve Jones — Senior Procurement Director

e Terry Foster - Director of Project Controls

Likewise, Pegasus-Global also toured the Iatan 1 site as further input for our evaluations.

In finalizing decisions on prudence, Pegasus-Global looks at the decision-making process
and the decisions from the perspective levels of management, taking into account each of
the documents and interviews. The prudence of decisions is not made with the advantage

of 20-20 hindsight. Thus, we judge prudence from the position of utility management and
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based upon the varying sources of input that they had or reasonably could have had at the
time of making a decision. Never does management have the time or luxury of having all
information that they desire. The very essence of management is making decisions on
less than perfect information, and then putting in place techniques and systems to monitor
performance and use that information to continue to improve performance. Nowhere is
this truer than in major capital construction projects and especially for capital

construction programs, such as, KCP&L’s CEP program.

The final approach step is to relate causally to the specific actions, if any, that Pegasus-
Global finds imprudent and quantify the cost of such imprudence. This step is as
important as the prior steps. Often times where we find imprudent decision making, it has
no or minimal impact or the impact is “cut off” by subsequent decisions that were

prudent. Quantification must be tied to a real cause for which the utility has culpability.

ARE POTENTIAL OR ACTUAL CONSTRUCTION CLAIMS A PROPER
MEASURE OF PRUDENCE?

No, they are not. Contracts are the foundation of claims, that is, the parties measure their
obligations through their contract, especially so in relation to the large number of
documents which are used in construction. That document can be the payment by one
party for meeting the promised delivery by the other party. In engineering, procurement
and/or construction contracts, the performing party (the contractor) commits to the owner
to engineer, or manufacture, or construct the facility according to parameters that are
established in the contract. These parameters are embodied in requirements or
specifications. In the case of power plants these requirements and/or specifications can be
quite detailed. But even in spite of the detail, the parties can reasonably disagree whether
the required engineering, manufacture or construction is included within their contract
obligations. Whether the contract is services, delivery or construction, it is the actual
result judged with the measure of hindsight that is used. You must look to the contract

documents to determine the obligation. You examine that obligation in light of actual
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performance and determine whether the party performed. The proper measure or damage
is to place the injured party (the party asserting the claim) in the position that it would
have been if the other parties performance had been as required. What makes
construction claims so difficult is complexity, duration, number of parties, the number of
conditions defined in an equally large number of documents, and changing circumstances
over the engineering-construction execution duration. Construction is one of the most
party and document intensive commercial transactions that can be undertaken. And the
execution duration adds a complexity seldom found in other types of commercial claims.

I can truly say that no power plant has ever been constructed exactly as planned at first.

Construction claims arise from many issues. For example, an engineer may omit a
portion of the project, commit errors, or have to meet changing design requirements. In
that instance, the vendors and contractors must be paid for the resulting changes. A
vendor or contractor may err in the equipment or construction from that was specified.
They would not be entitled to additional compensation for such error. Likewise, an owner
can change their requirements, and both the engineering and the vendor or contractor
would be entitled to more compensation. That appears easy to ascertain, but it is not.
Despite the detail in purchase orders and contracts for power plant construction, issues
such as these arise, and disputes or the interpretation are very complex and difficult to

resolve.

From a management perspective, you can undertake many actions which are appropriate
at the time and under the circumstances. But circumstances and party actions may make
such decisions inappropriate later on. Construction claims cannot be prevented.
Ultimately, parties may seek to settle their differences through some form of
contractually agreed dispute resolution, or ultimately parties can turn to the courts to
resolve differences. But under the conditions and circumstances of construction, one
result is the longer claims and disputes take to resolve, the more costly they become, even
if one party is ultimately found to be correct. I would like to say, in my experience over

the last 40 years, seldom is a construction claim or dispute “clear cut.” Thus, the potential
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of expending more money to resolve claims and disputes and the potential to divert
management from other issues lead to many “commercial” settlements of their

differences.

As a result of all of these factors, merely relying on claims and allegations is not
appropriate to make prudency judgments because they are primarily “after the fact” type
of issues, such as, delay and/or cost issues. In addition, even the validity of a claim may

have been corrected in the context of the whole project or program, not just one party.

PLEASE DESCRIBE THE SCOPE OF YOUR REVIEW OF THE
REASONABLENESS AND PRUDENCY OF THE KCP&L MANAGEMENT
WITH RESPECT TO THE IATAN UNIT 1?

Pegasus-Global’s review is to present its independent evaluation of the conclusions
expressed regarding the prudence of KCP&L’s management of latan Unit 1 as presented

in the testimony and report of Mr. Drabinski of Vantage filed February 3, 2008 on behalf

of the Staff of the Kansas Corporation Commission. **—

In its efforts to find the facts related to these three areas, Pegasus-Global has examined
thousands of pages of project records which were available to Vantage or were requested
by the K.C.C. staff. The function of this assessment was to gather the facts as objectively
as possible, to gauge those facts against a zone of reasonableness and prudent decision

making, and to quantify the costs resulting from any imprudence.
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The study focused on latan Unit 1 and on actions of the KCP&L Board of Directors,
Executive Management and Project Management and encompassed the functional areas
of Design, Procurement, and Construction. Our opinions are in respect to the
performance of KCP&L in executing its management responsibilities over the duration of
the project. The review scope in each of these areas was comprehensive and reflects the
experience of the study team in the conduct of similar reviews. In its Iatan Unit 1 review
of the critical decisions affecting all aspects of the project, Pegasus-Global reviewed the

following areas:
e Project approach, including contracting methodology and its evolution

e Corporate Management and Project Management organization, staffing and

evolution

e [atan Unit 1 Project Management of the engineering, vendors and contractors and

its evolution

e Specific Iatan Unit 1 Contract Administration decision making, including Project

Budget, Schedule and Change Management, and its evolution
e Project Monitoring (cost and schedule) and its evolution

Within each of these areas, an evaluation was conducted with respect to the following

subjects:
¢ Management concept
¢ Roles and responsibilities
e Organization and staffing

e Procedures
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¢ Control Systems and processes
e Execution

These subjects thus relate to the development of a management framework for
implementation on the latan Unit 1 project and performance execution within that
framework by KCP&L and its contractors which encompasses the three areas found
imprudent by Vantage. The conduct of this review addressed each of the above subjects
and provides adequate breadth and depth of review to support the presentation of an

objective and independent evaluation of each functional area.

FROM YOUR REVIEWS, WHAT AREAS HAVE YOU DETERMINED WERE
CRITICAL TO THE ENGINEERING AND CONSTRUCTION OF IATAN UNIT I?

Pegasus-Global found key decision making involving issues in the following areas which

were criticized in the three Vantage general management areas:
¢ Management and Contracting Approach

® Project Management Organization and Staffing

e Selection and Management of the Owner’s Engineer

¢ Project Controls (Monitoring and Controls)

* Project Time Management (Schedule)

e Project Cost Management

Project Scope and Change Management

WHAT DID YOU CONCLUDE WITH RESEPCT TO KCP&L’S IATAN UNIT 1
MANAGEMENT AND CONTRACTING APPROACH?
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Pegasus-Global concluded that KCP&L management showed a good understanding of
the initial conditions and circumstances, and the management effort required in regards to
Iatan Unit 1, made appropriate adjustments to the decisions as the project unfolded, and

found KCP&L’s management to be prudent and reasonable.

In discussing Iatan Unit 1, it is important to understand the evolution of KCP&L’s
planning and the relationship of Iatan Unit 1 project decisions to the permitting process.

Thus, to evaluate KCP&L’s decisions with respect to Iatan Unit 1, it is first necessary to

understand its relationship with latan Unit 2. **

*
*

In early 2004 a Project Definition Report (PDR) was commissioned and completed in

August 2004 that focused solely on latan Unit 2. (latan 2 Project Definition Report).
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This Report provided a defined plant configuration to support initial cost estimating and
permitting. During the process of developing this report the decision was made to change
the design of latan Unit 2 to maximize the value of a two unit site with common facilities
and remove the expectation of independent operation of the new plant. As a result of
these changes it became evident that environmental permitting of Iatan Unit 2 would

potentially impact both units.

In developing the Environmental Assessment for Iatan Unit 2 for submission to the U.S
Army Corp of Engineers, KCP&L determined that the most effective method to complete
the permitting process, with the least impact on schedule, would be to net emission levels
of the two units. This netting of emission levels (SOx, NOx, PM 10 and Hg) from Iatan
Unit 1 and Iatan Unit 2 would be at or below the existing emission levels for just Iatan
Unit 1. KCP&L then prepared and submitted a revised Environmental Report
incorporating the netting concept. A consequence was that the resulting permit
requirements were more stringent on both latan Unit 1 and the overall site operation than
had been initially anticipated. These more stringent requirements required changes to the
current latan Unit 1 operations as well as the need to modify the scope of the emissions
control equipment. These changes were necessary to ensure long term compliance once

the permit took full effect for each of the Iatan units.

The environmental permitting and other required state regulatory permitting for Iatan
Unit 1 occurred in the latter half of 2005, and the project began in November 2005. In the
last quarter 2005 KCP&L reviewed various delivery methods and contracting options in
light of the then current economic conditions. KCP&L engaged Schiff Hardin (with
engineering and construction expertise) to advise on steps that could be taken in order to
ramp up to handle the CEP program of which latan Unit 1 was a part. KCP&L
recognized that their internal resources were being stretched. For that reason they
engaged consultants, including Schiff Hardin and others, and sought continual input used

to develop an initial strategy. As part of that strategy KCP&L determined that they would
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seek and obtain early bids on major equipment (discussed more extensively below
regarding the Owner’s Engineer). In reviewing project delivery options, KCP&L found
that demand for engineering and construction services had risen from what had existed in
early 2004, forcing them to include a variety of options in their review. Strategically,
KCP&L had a range of delivery method options, ranging from EPC (single source
responsibility for engineering and construction) to separate contracts for engineering and
various contracts for vendors and contractors (typically called a multi-contract approach).
In analyzing this overall strategy KCP&L management determined that the recently
approved CEP program (by the Kansas and Missouri Commissions in mid 2005) would

require enhanced project management personnel and staff (explained in more detail

below).

** These results
indicate that these companies were making decisions based on their own particular
circumstances, including their evaluation of competitive options, and that there is no
single “prudent” choice for project construction during this time period. (B-McD survey
of coal plants 090207)

Pegasus-Global found that KCP&L not only solicited expert advice but also took this
advice into account in evaluating project delivery options. KCP&L concluded that project
completion could be accomplished within the approved CEP program schedule by
engaging in a combination of EPC and multi contract delivery methods for Iatan Unit 1.
KCP&L further recognized that such a strategy necessitated enhancing their project

management staff and organization to assume the owner's role during the execution of
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this strategy. KCP&L acted appropriately at initiation of the project and the CEP program
and established appropriate cost and schedule metrics for measuring their performance
and the success of initial program objectives. These early KCP&L decisions and the
decision making process exhibited good management and fell within a zone of
reasonableness. Pegasus-Global concludes these decisions and decision making processes

were prudent.

YOU DESCRIBED THE INITIAL DECISIONS REGARDING KCP&L. DID
KCP&L EVOLVE AND ALTER THIS MANAGEMENT AND CONTRACT
APPROACH DURING IATAN UNIT 1 EXECUTION?

-

I -

As I pointed out earlier, KCP&L. formed the CEP Oversight Committee in October 2006
so that every one of the CEP Projects in the program was strategically aligned in terms of
scope, quality, cost and schedule. The Oversight Committee met, received reports, and
made corporate level decisions approximately every 2 to 3 weeks and the Iatan Unit 1

Project was addressed at every single meeting.

For example, the CEP Oversight Committee was very involved in interface and claims
issues that arose between B&McD and Alstom, and various adjustments that were made

to attempt to get both firms to live up to their obligations. The failure of a contractor to
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perform at the expected level is, in and of itself, not evidence of imprudence. At this
stage of a project a proper prudence review looks at the facts and circumstances known to
management at the time (such as stage of the project, causes for non-performance, other
commercial options available, budget impact, connective action plan, etc.) to determine
whether the response to non-performance was appropriate and prudent. Here, when
project management determined at the beginning of 2006 that the strategic plan
requirement of a schedule driven project would be enhanced by limiting the multi
contract approach to equipment procurement only, the CEP Oversight Committee
concurred. Kiewit was engaged under a Limited Notice to Proceed (LNTP) to serve in
this role while Kiewit and the Project Management staff work out details of Kiewit’s

contract to handle all field construction required for the Balance of Plant (BOP) work and

outage work required. **

—2

The evolution of project strategy structure and organization and the constant follow up
that Pegasus-Global observed is evidence of management attention and action. Decisions
by KCP&L were timely and based upon timely information. New decisions cannot be
implemented immediately, but the project documents show steady improvement and

further refinement as more information was received. One of the decisions that stand out
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is the decision to use Kiewit under a LNTP while the parties took the time necessary to
appropriately establish definitions and scope to enable a contract. Pegasus-Global finds
the evolution of the latan Unit 1 management and contract approach and the decision
making process reflected appropriate management practices that fell within a zone of

reasonableness. Pegasus-Global concludes these decisions and decision making processes

MANAGEMENT ORGANIZATION AND STAFFING?

The early decisions regarding organization and staffing reflected the fact that KCP&L
had a limited construction program for almost 20 years. In fact, KCP&L had shifted their
corporate strategy early in this decade from growth through unregulated subsidiaries to a
future where the dominant business model was the vertically integrated state regulated
electric utility. KCP&L recognized that the change in corporate strategy brought with it
the certainty of rate cases and the expectation of broad public review of decisions that

such rate cases meant.

*
|
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Pegasus-Global concludes that KCP&L identified timely that the project management

all KCP&L staff. KCP&L decided appropriately to enhance their project management
staff and organization with experienced consultants while the KCP&L PMT was fully

developed. These decisions seem reasonable, appropriate and prudent.

DID KCP&L CONTINUE TO MONITOR AND ADJUST THE PMT AND
PROJECT MANAGEMENT PROCESS AS THE NEEDS OF THE TIATAN UNIT 1
PROJECT GREW AND THE PROJECT PROGRESSED?
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Yes they did. The PMT and KCP&L CEP program management recognized and received
from various sources information identifying potential risks with respect to the project
opportunities to further improve effectiveness. The latan Unit 1 organization and staffing
progressed in a manner that Pegasus-Global has observed on other major capital projects,
leading us to conclude that this type of organization development is normal and to be
expected as a project progresses. The PMT was effective and identified a number of
contract compliance issues that are typical on any project. After identifying these issues,
the PMT explored various options, again, as we would expect. Once an option was
chosen, the PMT implemented solutions and monitored further developments. If the

desired result were not achieved, the PMT made adjustments.

Pegasus-Global concludes that KCP&L continued project management organization and
staffing decisions and decision making processes exhibited good management and fell
within a zone of reasonableness. Pegasus-Global concludes these decisions and decision-

making processes were prudent.

DO YOU AGREE THAT KCP&L IATAN UNIT 1 INITIAL DECISIONS WERE
IMPRUDENT AND CAUSED INCREASES IN PROJECT COSTS?

I do not agree with Vantage for reasons I present above.

WHAT DID YOU CONCLUDE WITH RESPECT TO IATAN UNIT 1
SELECTION AND MANAGEMENT OF THE OWNER’S ENGINEER?

KCP&L utilized Burns & McDonald (B&McD) to perform Owners Engineer (OE)
services for the latan project early in the evolution of the project. In this early period
B&McD worked under a “General Services Agreement”, which is common practice in
the industry. However, as would be expected the B&McD duties evolved over time. This
is normal and appropriate with a project of the size and complexity of Iatan Unit 1. As

early as 2004 KCP&L had B&McD develop the Project Definition Report for Iatan II.
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Specifically with respect to latan Unit 1, KCP&L released B&McD to proceed with the
engineering for Unit 1 AQCS in December 2005.

In late 2005 KCP&L decided to formalize a commercial relationship with an OE and to
evaluate OE options. It then requested proposals from both B&McD and Black & Veatch,

another qualified power plant engineer.

KCP&L announced the selection of B&McD in November 2005 and KCP&L finalized
negotiations with B&McD on a new contract in February 2007. This period of
negotiations allowed for both parties to develop specifics on scope, which included
design engineering services, staff augmentation and OE services, obligations and
performance factors and risk incentives. During negotiation of the contract B&McD

continued to provide Unit 1 design services under a “general services” agreement.

KCP&L’s use of B&McD early in the project under a “general services” contract was
appropriate and is normal in the industry and provided KCP&L the services of a qualified
power plant engineering organization for the continued Unit 1 design evolution,
preparation of equipment and construction specifications and detailed designs. This
arrangement provided KCP&L flexibility, from both a scope and schedule perspective,
until the project definition and contracting approach were finalized. The start of the
AQCS engineering in late 2005, many months prior to completion of the air and site
permitting, reduced the risk of having to delay the Unit 1 completion date and minimize
cost risk that would have been incurred in delaying until completion of the permitting

process.

B&McD has continued to provide the OE services for latan Unit 1. Therefore the project
has benefited from the continuity of a single engineering firm. Pegasus-Global concludes
that KCP&L decisions and decision making process exhibited good management and fell
within a zone of reasonableness. Pegasus-Global concludes these decisions and decision

making processes were prudent.
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PLEASE DISCUSS THE PROJECT CONTROLS IN EFFECT FOR THE TATAN
PROJECT.

The project control systems used to manage the Iatan project in the initial stages were
existing KCP&L systems and internal controls. Where it was determined that existing
systems and internal controls had to be improved to reduce potential risk for specific
projects, KCP&L enhanced those systems and internal controls to function appropriately
for the latan Unit 1 project as needed. Project controls consists of three major
components, cost controls, scheduling, and reporting. The purpose of cost controls is to
identify, trend, analyze, and report the status of project costs in a timely manner to

support corrective actions by management as appropriate. The purpose of the scheduling
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function is to prepare a schedule showing the major sequence of activities required to
complete the project, assure adequate planning and execution of the project by the

contractors and assure coordination of the project by all vendors. In addition the

necessary to create various documents to effectively manage the project.
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appropriate management attention to changing conditions. Pegasus-Global finds the
evolution of the Iatan Unit 1 project controls decisions and the decision making process
fell within a zone of reasonableness. Pegasus-Global concludes these decisions and

decision making processes were prudent.

*

*
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WHAT DID YOU CONCLUDE WITH RESPECT TO JATAN UNIT 1 PROJECT
TIME MANAGEMENT (SCHEDULE)?

Pegasus-Global’s review of KCP&IL latan Unit 1 project scheduling illustrates the
process and reporting were appropriate and evolved with the evolution of the project and

project management needs.

KCP&L utilized Primavera (P3) scheduling software, which is widely used in the

industry, to plan and manage Iatan Unit 1 design, procurement and construction.

In the initial phase of the project KCP&L relied upon B&McD to develop an latan Unit 1

master schedule. This master schedule included engineering specifications for the major

equipment, site preparation, construction activities and outage start. Thus KCP&L had a
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detailed master schedule on which to plan and manage the project many months prior to

the start of major construction activity.

As the project evolved KCP&L integrated contractor’s schedules, including B&McD and
vendors, into the master schedule. Overall, KCP&L ultimately issued level 1, 2 and 3
schedules for management of latan Unit 1 construction, which integrated up to 25
separate detailed schedules. (CEP OC Presentation 2007-05-23 Level 1 Schedules)

An example of early identification of potential latan Unit 1 schedule issues and the
options available to KCP&L is the chimney foundation, a critical path activity. Use of the
project schedule facilitated KCP&L decision without compromising the overall project

schedule.

It was use of the integrated schedule that was the basis of KCP&L’s negotiations with
Alstom which resulted in obtaining Alstom’s commitment to support the Revised Iatan

Unit 1 schedule and the Final Iatan Unit 1 schedule.

KCP&L’s schedule management concept was to set contractor and project milestones
based on the CP schedule early dates, thereby ensuring the float in the schedule was
available as a contingency for the inevitable issues that arise on complex projects. As the
project progressed KCP&L initiated daily critical path meetings where schedule issues
were reviewed and actions promulgated with contractors and other parties. Throughout
the project schedule status reports were issued to construction and senior management

were informed on timing of important project events and milestones.

The master schedule was periodically updated which integrated contractor progress. This
integrated master schedule facilitated overall management of the project, including
development of “work around” plans that inevitably are required on a project of this

complexity.
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In early 2008 KCP&L developed a resource loaded critical path start-up schedule
integrating construction completion with the outage activities, an important tool in the

management of this critical transition period.

*
|

I

Pegasus-Global finds the Iatan Unit 1 schedule management decisions and the decision

making process fell within a zone of reasonableness. Pegasus-Global concludes these

decisions and decision making processes were prudent.

*
|

I

WHAT DID YOU CONCLUDE WITH RESPECT TO IATAN UNIT 1
PROJECT COST MANAGEMENT?

o

Pegasus-Global finds the evolution of the Iatan Unit 1 cost management decisions and the
decision making process fell within a zone of reasonableness. Pegasus-Global concludes
these decisions and decision making processes were prudent for the reasons described

below.

PLEASE DESCRIBE THE DEVELOPMENT OF THE BUDGET FOR IATAN
UNIT 1 OVER THE LIFE OF THE PROJECT.
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The development of the budget for Iatan Unit 1 progressed from an initial high level
estimate in the 2002 time frame to a detailed estimate first developed in spring 2006 and
updated as necessary in following periods. This development is consistent with other
projects I am familiar with and shows that the Company was diligent in updating cost
estimates as the project progressed. It is important to understand the development of the
budget for Iatan Unit 1 in light of the evolution of the permitting events surrounding latan
Unit 2 as I described earlier and in light of economic conditions affecting all utility

projects during this period of time.

PLEASE DESCRIBE THE INITIAL HIGH LEVEL ESTIMATE FOR IATAN
UNIT 1.

The initial high level estimate for Iatan Unit 1 was developed in 2002 and targeted total
project costs (excluding financing costs) of $210.7 million. This high level estimate was
revised in conjunction with the development and negotiation of the CEP program with
the Kansas and Missouri Commissions. This new plan was based on estimates and
schedules that were developed in late 2004 and reflected some of the changes that

occurred in early 2005 to reflect permit application revisions.
WHEN WAS THE FIRST DETAILED ESTIMATE PRODUCED FOR IATAN 1?

The first detailed estimate for latan 1 was provided to management on May 15, 2006.
This detailed estimate reflected significantly more information about the project based on
actual contract values and more information about commodity costs that could not have

been known at the time the high level estimates were prepared.

WHAT WERE THE PERMITTING ISSUES THAT IMPACTED THE COST
ESTIMATE DURING AND AFTER THIS PERIOD?

-

Direct Testimony of Dr. Kris R. Nielsen
On Behalf of KCP&L
Docket No.09-KCPE-246-RTS
Page 49 of 79




W B W N =

o0 N Y

10
11
12
13
14
15

16
17

18
19
20

21
22

23
24
25
26

I - < He emphasized that many of the

changes associated with the permitting process were not known until much later and thus
were not reflected in the initial estimates contained in the CEP. (latan Projects Cost

Estimate and Schedule 07-17-06)

This environmental permitting process implementing emission netting resulted in a
permit, but the permit requirements were more stringent on both Unit 1 and the overall
site operation than had been initially anticipated. These more stringent requirements
required changes to both the current operations as well as the need to modify the scope of
the emissions control equipment. These changes were necessary to ensure long term
compliance once the permit takes full effect for each of the units. Any increases in costs
due to “netting” decisions are not, in and of itself, evidence of imprudent management.
To the contrary, KCP&L management evaluated options and made a decision which
produced more energy and lower emissions. This type of decision by management is well

within the zone of reasonableness.

WHAT WERE THE REASONS FOR THE COST INCREASES FROM THE
HIGH LEVEL ESTIMATES TO THE DETAILED ESTIMATE?

The major changes were caused by increases in escalation resulting from commodity cost
increases, permit limits likely to require additions to Low NOx Burners, and demolition

of the existing electrostatic precipitators.

PLEASE DESCRIBE THE CHANGES IN COMMODITY COSTS THAT
IMPACTED THE DETAILED ESTIMATE.

KCP&L found that there had been a major shift in the market from the preliminary
estimates to the detailed estimate. In 2005 the Environmental Protection Agency (EPA)
issued both the Clean Air Interstate Rule (CAIR) and the Clean Air Mercury Rule
(CAMR) that required all coal fired plants in the Eastern half of the United States to
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install a SCR, Wet Scrubber and a Baghouse by 2009 or buy credits. These new
requirements caused a flurry of projects across the country, all of which are on the same

general timeline. In turn, this increase in demand stressed the material and labor supplies,
thus causing pricing to increase and lead-times to extend. **| NG

HOW DOES IATAN UNIT 1 COST CHANGES COMPARE WITH COST
CHANGES ON OTHER UTILITY PROJECTS BEING COMPLETED DURING
THIS TIME FRAME?

The Iatan Unit 1 budget was affected, in large part, by commercial and economic
conditions that were impacting a wide range of other utility projects that were under

construction during this time frame.

We have reviewed specific industry reports and publications published during this same
time period. For instance, the Edison Foundation commissioned the Brattle Group to
study the costs of building infrastructure in the 2000-2007 timeframe. Chupla, Marc W.
and Basheda, Gregory, Rising Utility Construction Costs, Sources and Impacts, Edison
Foundation, September, 2007. The study authors also published their findings in “Sticker
Shock”, Public Utility Fortnightly, December, 2007, pages 56-61. Among the findings
reported:

o The rapid rise in construction costs was not predicted and not predictable.
The U.S. Energy Information Administration “2007 Annual Energy
Outlook™ contained projected cost assumptions dramatically under actual

costs incurred. (PUF, p. 57)
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. A surge in demand for construction services, coupled with constraints in
component manufacturing capacity, engineering, material procurement

and construction EPC services all “exacerbate cost pressure” (PUF, p. 57)

. Between January 2004 and January 2007 costs for steam generation
equipment, transmission facilities and distribution equipment rose by 23 to

35 percent while inflation rose only 8 percent. (PUF, p. 57)

. For one class of plants, combined cycle, the data shows that average costs
increased gradually from 2000 to 2003, with significant increases in 2004
and a very significant escalation in 2006. (PUF, p. 59)

. Four factors have driven costs for all utility projects. (1) material costs
including both manufactured components and commodities like steel and
cement; (2) limited shop and fabrication capacity; (3) costs for
construction field labor; and (4) a competitive market for large

construction project management and EPC services. (PUF, p. 59)

These common elements were identified in the B&MCD study, the PUF article, and also

identified by Pegasus-Global at other projects where we were engaged.

We believe, as did the Kansas legislature, that these types of comparisons with other
projects are critical in evaluating the prudence of KCP&L management. The fact that
costs increased is not, again, in and of itself, evidence of imprudence. In this situation,
reasonable and prudent managers on scores of projects were making the same or similar
decisions based on the same knowledge, facts and conditions and incurring similar results

— cost escalation that could not be avoided and had to be reflected in revised budgets.

HAVE THERE BEEN REVISIONS TO THE DETAILED ESTIMATE SINCE
THE MAY 2006 PRESENTATION?
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Yes, there have been additional estimates required as a result of ongoing reviews of the
cost to complete the project. This process is evidence of prudent management of the
project to insure that responsible management is aware of the progress of the plant and

can make necessary changes to address changed conditions, such as described above.

WHAT IS THE RELATIONSHIP OF SCHEDULE AND COST IMPACTS
IMPACTING IATAN UNIT 1 WITH ACTIVITIES ON IATAN UNIT 2?

The latan Unit 1 activities are integrated into the Iatan Unit 2 schedule since these
projects are managed in an integrated fashion. However, the only hard constraints on

Iatan Unit 1 completion deal with the tie-in outage and the latan Unit 2 start up activities.

-

*
*
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WHAT DID YOU CONCLUDE WITH RESPECT TO IATAN UNIT 1 PROJECT
SCOPE AND CHANGE MANAGEMENT?

I conclude that the KCP&L management of the cost and scope change process at Iatan
Unit 1 was appropriate in a project of this nature falls squarely within a zone of

reasonableness and thus is prudent.

WHY IS SCOPE AND CHANGE MANAGEMENT AN IMPORTANT PART OF
THE MANAGEMENT OF A PROJECT SUCH AS IATAN?

In any project such as latan Unit 1 it is necessary to provide clarity as to the
responsibilities that each party has to complete the project. As changes in the project are
recognized the identification of the responsibility for implementing the change and
incorporating it into the project schedule and cost is required in order that unnecessary
delays and costs can be avoided. These changes can be the result of scope changes in the
contracting process or in the management of change orders as cost and schedule impacts
are recognized during the construction execution period. If scope changes are not
understood by the appropriate parties, the number and amount of change orders requests
will also be increased. If scope changes and change orders are not proactively managed,
projects experience submission of claims at the end of the project when the chance to

mitigate the impact on project cost is limited.

HAVE YOU INVESTIGATED THE MANAGEMENT OF SCOPE AND CHANGE
PROCESSES ON THE IATAN PROJECT?

Yes, I have. In the review of project documentation | have seen numerous examples of

efforts to identify and respond to scope changes and to deal with change order issues.

* %

*
*
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Another example of management attention to the change order process is found in a
review of Oversight Committee Meeting presentations. In each of the presentations the
Committee was provided a listing of change orders that were under review or had been
resolved. This provided management information about the issues that were being
addressed by the latan Unit 1 PMT and insured that KCP&L Senior Management was
aware of the importance of the change process through the CEP Oversight Committee

presentations.
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N - N U S SO T

WHAT IS THE OVERALL ASSESSMENT OF THE PRUDENCY OF KCP&L’S
MANAGEMENT OF IATAN UNIT 1?

Pegasus-Global concluded that KCP&L management showed a good understanding of
the initial conditions and circumstances, and the management effort required in regards to
Tatan Unit 1, made appropriate adjustments to the decisions as the project unfolded, and
found KCP&L’s management to be prudent and reasonable. Pegasus-Global has found no

imprudent costs incurred by KCP&L related to the nine issues addressed above.
DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.
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EXHIBIT 2



Nuclear Power Plants Client Service
Cooper Station (1A) Utility MC, RM
Salem 1 & 2 (NJ) Utility MC, RM
Hope Creek (NJ) Utility MC, RM
Connecticut Yankee (CT) Utility MC, RM
Peach Bottom 1 & 2 (PA) Utility DR
Clinton (IL) G°‘(‘jt'"’i‘t’;,‘e"t e
Clinton (separate assignment) Contractor MC
Columbia (Washington Nuclear 2) (WA) Utility MC, RM
Washington Nuclear 1 & 4 (WA) Utility DR
Satsop 3 & 5 (WA) Utility DR
Marble Hill (IN) Utility DR
Kawaunee (WI) NSSS Vendor MC, RM

Government MC
Shoreham (NY) Engineer/Constructor DR
Utility RM
Indian Point 2 and 3 (NY) Utility MC, RM
Millstone 2 (CT) Design/Constructor RM
. Government MC
Millstone 1, 2 and 3 (CT) Utility MC, RM
Nine Mile 2 (NY) Engineer/Constructor DR
Trojan (OR) Utility MC
NSSS Vendor DR
Palo Verde 1, 2, & 3 (AZ) Government Auditor MC
Engineer/Constructor
Bellefonte (TN) Utility RM
NSSS Vendor
Calvert Cliffs 1 & 2 (MD) Utility MC
Turkey Point 3 & 4 (FL) Utility RM
Government MC
Comanche Peak 1 & 2 (TX) Utility DR
South Texas Project 1 & 2 (TX) Utility MC, RM, DR
Waterford 3 (LA) Government MC
Seabrook 1 & 2 (NH) Government MC
Vogtle 1 & 2 (GA) Utility MC
Utili MC
Perry 142 (OH) ContratZtor DR
Diablo Canyon 1 & 2 (CA) Government MC
Wolf Creek (KN) Constructor DR
Pilgrim (MA) Utility MC
Maine Yankee (ME) Utility RM
Vermont Yankee (VT) Government MC
Prairie Island 2 (MN) Constructor DR
Belene 1 (Bulgaria) Government RM
UK Nuclear Decommissioning Agency (UK) Government RM




EXHIBIT 3



The following table reflects representative non-nuclear power plant engagements in
which | have dealt with various generic topics for: O = Owner/Operator; E-C = Engineer-
Constructor; S-V = Subcontractor-Vendor; or F = Financial Institution. Those projects
that had Design-Build/EPC contracting methodology and contracts are indicated as
“Turnkey.” Those that are mega projects ($1 billion or larger) are indicated by an
asterisk.

A. POWER PROJECTS

1. Power — Coal and Petroleum Fueled Plants

project Client | Turnkey | Mgt. | Sched. | Labor | Technical | Quality 'Ic':e:rt'i'r:'g'ﬂ Cost
Red Hills, MS, USA @) ° ° ° ° ° ° ° °
McAdoo, PA, USA E-C ) ) ° ° ° ° ° °
Jiangxi, China S-v ° ° ° °
Paton 7 & 8,| E-C ° ° ° ° ° ° ° °
Indonesia
Spurlock 1, KY,USA | O ° °
Scherer, GA, USA O ° ° ° °
5-CEl Plants, OH,| O ° ° ° °
USA
Jeffery, KN, USA 0] ° °
Rabigh, Saudi | E-C ° ° ° ° ° ° ° °
Arabia
PP9, Saudi Arabia E-C ) ) ) ° ° °

2. Power - Gas Fired and Cogeneration Plants

project Client | Turnkey | Mgt. | Sched | Labor | Technical | Quality | Testing/ | Cost

Comm.

Dearborn, MI, USA E-C ° ° ° ° ° ° ° °
Merilectrica, @) ° ° ° ° ° ° ° °
Columbia
Elsta, Holland @) ° ° ° ° ° ° ° °
ISAB, Italy* E-C ° ° ° ° ° ° ° °
Osborne, Australia @) ° ° °
Conoco SRW, TX,| O ° ° ° ° ° ° ° °
USA
Luannan, China @) ° °
La Paloma, CA, USA | S-V ° ° ° ° ° °
Ave Fenix, Argentina | E-C ) ) ° ° ° ° ° °
Nikiski, AK, USA 0] ° ° ° ° ° ° ° .
Princeton, NJ, USA O ° ° ° °
Crossroads, NJ, USA F ° ° °
Lakewood, NJ, USA E-C ° ° ° ° ° ° °
Consumnes, CA, | O ° ° ° ° ° ° ° °
USA
Covert, MI, USA S-v ° ° ° ° ° ° °




| Wolf Creek, TX, USA | S-V |

3. Power - Geothermal

project Client | Turnkey | Mgt. | Sched. | Labor | Technical | Quality | Testing/ | Cost
Comm.
El Centro, CA, USA | O,E- ° °
C
Wayang Windu,
Indonesia @) ° ° ° ° ° ° ° °
4. Power - Hydroelectric
project Client | Turnkey | Mgt. | Sched. | Labor | Technical | Quality | Testing/ | Cost
Comm.
Xiaolangdi, China* E-C ° ° ° ° ° ° °
Casecnan, o) ° ° ° ° ° ° ° °
Philippines*
Mill & Sulphur, CS,| O ° ° ° °
USA
Cirata ll, Indonesia* E-C ° ° ° ° °
Nepal, Nepal 0 ) ° °
Musi, Indonesia E-C °
Murray, AR, USA E-C ° ° ° ° ° °
Guri, Venezuela* E-C ° ° ° ° ° °
5. Power - Waste-to-Energy
project Client | Turnkey | Mgt. | Sched. | Labor | Technical | Quality | Testing/ | Cost
Comm.
Feather River, CA,| O . ° ° ° °
USA
Chem Recover, ID, E-C ° ° ° ° ° °
USA
Olmstead, MN, USA o) ° ° ° ° ° °
Valorsul, Portugal E-C ° ° ° ° ° ° ° °
B. RESOURCE AND PROCESS
1. Resource and Process — Petrochemical
project Client | Turnkey | Mgt. | Sched. | Labor | Technical | Quality | Testing/ | Cost
Comm.
Yanpet, Saudi E-C ° ° ° ° ° ° °
Arabia*
Seraya, Singapore* E-C ° ° ° ° ° ° ° °
LNG-Dua, Malaysia* | S-V ° ° ° ° ° °
Merek, Indonesia* E-C ° ° ° ° ° ° ° °
Olefins, Thailand E-C ° ° °
PET, Spain, Holland,
Argentina* E-C ° ° ° ° ° ° ° °




2. Resource and Process — Oil & Gas

project Client | Turnkey | Mgt. | Sched. | Labor | Technical | Quality 'Ic':estingl Cost
omm.
Altona, Australia* S-v ° ° ° ° ° ° ° .
INCO-92, O ° ° ° ° ° ° ° °
Venezuela*
Lama, Venezuela* E-C ) ) ) ° ° ° ° °
Ahmadi, Kuwait S-v ° ° ° ° ° °
Mineral Oil, Egypt E-C ° ° ° ° ° ° ° °
Luberef, Saudi E-C ° ° ° ° ° ° ° °
Arabia*
Perez, Venezuela* E-C ° ° ° ° ° ° .
Tupras, Turkey* E-C ° ° ° ° ° ° ° °
Pemex Demin, S-v ° ° ° ° ° ° °
Mexico
Akal, Mexico* E-C ° ° ° ° ° ° ° °
Sakhalin 1, Russia* E-C ° ° ° ° .
3. Resource and Process — Mining and Metals
project Client | Turnkey | Mgt. | Sched. | Labor | Technical | Quality 'Ic':estingl Cost
omm.
Copper Facil.,, UT, | E-C ° ° ° ° ° ° °
USA
NKK, MI, USA E-C ° ° ° ° ° .
IPSCO, IA, USA S-v ° ° ° ° .
IPSCO Blaine, AL, | O, E- ° ° ° ° ° ° °
USA C
Republic, OH, USA | S-V ° ° ° ° ° °
Algoma, oT,| SV ) ) ° ° ° °
Canada*
Murin Murin, WA, | E-C ° ° ° ° ° ° ° °
Aus*.
4. Resource and Process — Pharmaceutical
Project Client | Turnkey | Mgt. | Sched. | Labor | Technical | Quality 'Ic':estingl Cost
omm.
Bulk Pharma, E-C ° ° ° ° ° ° ° °
Singapore
Production Pharma,
Singapore E-C ° ° ° ° °
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EXHIBIT 6






EXHIBIT 7



Appendix of Documents Referenced in Pegasus Report

01 - CEP Risk Assessment Report 3-27-07 (EY Audit)

02 - Iatan Audit Report — Final (7-19-07) (EY Audit)

03 - KCPL Phase I Cost Tracking and Accounting Risk Assessment 4-12-07 — Final
04 - CEP OC Presentation 2007-05-23 Level 1 Schedules

05 - CEP Oversight Committee 10-26-06

06 - CEP OC Presentation 2007-01-17 BMcD Contract Presentation
07 - Iatan Projects Cost Estimate and Schedule 07-17-06

08 - Tatan 2 Project Definition Report

09 - KCPL Operations Review 11-01-05

10 - KCPL Operations Review 02-01-06

11 - KCPL Operations Review 05-02-06

12 - KCPL Operations Review 07-25-06

13 - KCPL Operations Review 10-31-06

14 - KCPL Business Plan 2007-2011 12-05-06

15 - Schiff Hardin Report (5-15-06)

16 - Tatan Construction Project BMcD Vendor Audit Report-FINAL
17 - BM Vendor Audit Follow-up 4-08

18 - 3" Quarter 2007 Cost Audit 10-07

19 - Construction Audit 7-07

20 - Kiewit Audit 9-08

21 — Iatan Construction Project Organization Audit Report — FINAL

22 — B-McD survey of coal plants 10-02-06
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