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Section I: Introduction 

Q, 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Please state your name and business address. 

My name is John J. Reed. My business address is 293 Boston Post Road West, 

Marlborough, Massachusetts 01 752. 

By whom are you employed and what is your position? 

I am the Chairman and Chief Executive Officer of Concentric Energy Advisors, 

Inc. (“Concentric”). 

Please describe Concentric. 

Concentric is an economic advisory and management consulting firm, 

headquartered in Marlborough, Massachusetts, which provides consulting 

services related to energy industry transactions, energy market analysis, litigation, 

and regulatory support. 

Please describe your educational background and professional experience. 

I have more than 30 years of experience in the energy industry, having served as 

an executive in energy consulting firms, including the position of Co-Chief 

Executive Officer of the largest publicly-traded management consulting firm in 

the United States and as Chief Economist for the largest gas utility in the United 
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States, I have provided expert testimony on a wide variety of economic and 

financial issues related to the energy and udty  industry on numerous occasions 

before administrative agencies, udlity commissions, courts, arbitration panels and 

elected bodies across North America. A summary of my educational bachground 

can be found on Exhibit JJR-1. 

6 Q. Are you sponsoring any exhibits in this case? 

7 A. Yes. I am sponsoring Exhibits JJR-1 through JJR-6, which are attached to my 
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15 Q. 

16 A. 
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direct testimony. 

Exhibit JJR-1 Curriculum Vitae 

Exhibit JJR-2 

Exhibit JJR-3 

Exhibit JJR-4 

Exhibit JJR-5 

Exhibit JJR-6 

Testimony ofJohn J. Reed 1998-2010 

Price of Natural Gas at the Henry Hub 

Total Production Cost of Electricity 

List of EPU Project’s Periodic Meetings 

FTN 6 & 7 Project Organizational Chart 

What is the purpose of your testimony in this proceeding? 

The purpose of my testimony is to review the benefits of nuclear power and the 

appropriate prudence standard to be applied to Florida Power & Light’s (“FPL” 

or the “Company”) decision-making processes in this proceeding. In addition, I 

review the system of internal controls that were being used by FPL to manage 

and implement Extended Power Uprate Projects at FPL’s existing S a h t  Lucie 

Units 1 & 2 (‘TSL”’) and Turkey Point Units 3 & 4 (“PTN” and collectively the 

“EPU Projects”) in 2009. Similarly, I provide a review of the system of internal 

controls used by the Company in 2009 to develop and maintain the option to 
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construct two new nuclear generating units at FPL’s Turkey Point site (‘‘PTN 6 

& 7” and collectively with the EPU Projects the “Projects”)). 

Please describe your experience with nuclear power plants, and 

specifically your experience with major construction programs at these 

plants. 

My consulting experience with nuclear power plants spans more than 25 years. 

My clients have retained me for assignments relating to the construction of 

nuclear plants; the purchase, sale and valuation of nuclear plants, power uprates 

and major capital improvement projects at nuclear plants; and the 

decommissioning of nuclear plants. In addition to my work at FPL‘s plants, I 

have had significant experience with these activities at the following plants: 

Big Rock Point 
Callaway 
DuaneAmold 
Fermi 
Ginna 
Hope Creek 
IndianPoint 
Limerick 
Millstone 
NineMilePoint 

Oyster Creek 
Palisades 
Peach Bottom 

Point Beach 
Salem 
Seabrook 
Vermont Yankee 
Wolf Creek 
Vogtle 

Pilgrim 

I am currently active on behalf of a number of clients in pre-construction 

activities for new nuclear plants across the United States. These activities include 

state and federal regulatory processes, raising debt and equity financing for new 

projects and evaluating the costs schedules and economics of new nuclear 

facilities. These activities have included detailed reviews of cost estimation and 
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1 construction project management activities of other new nuclear project 

2 developers. 

3 Q. Please summarize your testimony. 

4 A. 

5 

6 

The remainder of my testimony covers three main topic areas; (1) the benefits of 

nuclear power to Florida, (2) the prudence standard and (3) Concentric’s review 

of the Projects. Each of these topics is summarized below. 

7 The five existing nuclear reactors in Florida have provided, and continue to 

8 provide, substantial benefits to Florida customexs. These benefits include 

9 virtually no air emissions, increased fuel diversity, reduced exposure to fuel price 

10 volatility, fuel cost savings and efficient land use. Similarly, additional nuclear 

11 capacity is expected to provide more of these same benefits to Florida. These 

12 benefits reinforce why it is prudent for FPL to continue to develop and 

13 implement the Projects. 
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The rule that governs the Commission’s review of FPL’s nuclear projects calls 

for an annual prudence determination. The prudence standard encapsulates 

three main elements. First, prudence relates to decisions and actions and not 

costs incurred by a utility. Second, the prudence standard includes a 

presumption of prudence on the part of the utility. Absent evidence to the 

contrary, a utility is assumed to have acted prudently. Third, the prudence 

standard excludes hindsight. Thus the prudence of a utility‘s actions must be 

evaluated on the basis of information that was known or could have been known 

at the time the decision was made. 
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Finally, Concentric has reviewed the processes and procedures that are used to 

manage and implement the Projects. Our review is premised on a framework 

developed by Concentric when advising potential investors in new nuclear 

development projects and our recent regulatory experience. Based upon our 

review, Concentric believes the Company has acted prudently in 2009, and the 

Company’s actual cost for which it is seeking recovery in this docket are the 

result of those prudent actions. In 2009, these prudent actions included 

managing a substantial management transition within the EPU Projects and 

making significant progress on all four License Amendment Requests (“LAR’’) 

which must be submitted to the NRC including the submittal of one LAR to the 

NRC. These actions have left the EPU Projects better positioned for the 

upcoming implementation of the EPUs in 2010 through 2012. 

Similarly, FPL has continued its stepwise, methodical approach to managing the 

PTN 6 & 7 Project. In 2009, this included responding appropriately to perceived 

shifts in the FTN 6 & 7 Projects’ permitting process which resulted in the 

deferral of certain major contracts and the submittal of the PTN 6 & 7 Projects 

Combined Operating License Application (“COLA’) to the NRC and Site 

Certification Application (“SCA”) to the Florida Department of Environmental 

Protection (“FL DEP”). Concentric’s observations related to our review are 

described throughout the remainder of my testimony. 

21 Q. 

22 A. The remainder of my testimony is organized into seven (7) sections. Section I1 

23 below provides an overview of the potential benefits of nuclear power for FTL‘s 

Please describe how the remainder of your testimony is organized. 
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1 customers, and Section 111 discusses the appropriate prudence standard for 

2 evaluating FPL’s management of the Projects. Section IV describes the 

3 framework that guided Concentxic’s review, and Section V descdbes 

4 Concentric’s review of and observations relating to the EPU Projects. Similarly, 

5 Section VI describes Concentxic’s review of and observations relating to the 

6 F’TN 6 & 7 Project. Finally, Section VI1 presents my conclusions. 
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Section 11: Potential Benefits of Nuclear to Florida 

Q. 

A. 

Has nuclear power benefited FPL customers? 

Yes. Nuclear power has a long and successful history of operation in FPL’s 

power generating fleet. The four reactors at St. Lucie and Turkey Point have 

been generating power for an average of over 33 years. Throughout the last 

three decades, these units have benefited Florida customers by reliably producing 

emissions-free energy, decreasing total fuel costs, enhancing the diversity of fuels 

used to generate power and insulating customers from commod~ty price spikes. 

15 Q. 

16 

17 A. 

18 

19 

20 

21 

22 

23 

Is it prudent to continue the development of additional nuclear capacity in 

Florida? 

Yes. One of the most compelling advantages to additional nuclear power is that 

it emits virtually no carbon dioxide. Whereas the alternative baseload power 

sources in Florida axe highly carbon intensive, nuclear power emits no 

greenhouse gases (“GHG”). Based upon their 2008 generation and the 

Environmental Protection Agency’s eGrid tool, the four nuclear units FPL 

operates in Florida have avoided approximately 12 million tons of CO, emissions 

when compared with an average natural gas-fired, combined cycle generating 
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station. The magnitude of avoided emissions would increase further if compared 

with a coal-fired plant, which is capable of producing the same amount of 

energy, rather than a natural gas-fired power plant. 

It is anticipated that cap and txade legislation or another form of public policy 

regulating GHG emissions wiU be passed in the near term. By attaching a direct 

cost to the emission of carbon dioxide and other GHGs, such legislation would 

have the greatest impact on utilities and their customers that rely predominantly 

on fossil fueled generation, such as coal and natural gas. The emissions-free 

energy generated by nuclear power; however, d help insulate FPL and its 

customers from the cost of complying with new policies. 

Moreover, the diversification of the electric generation mix is an important 

source of benefits to customers. In recent years, Florida has become increasingly 

dependent on natural gas as a fuel source for electric generating facilities. In fact, 

unless the State’s utilities continue to develop alternatively heled facilities, 

Florida’s generation mix is likely to become extraordinarily dependent on natural 

gas-fired generation. As a result, Florida will become even more susceptible to 

natural gas price spikes and acutely vulnerable to natural gas supply disruptions. 

Furthermore, the state would fall short of achieving any meaningful reductions in 

GHG emissions levels. 

20 Q. 

21 natural gas prices? 

22 A. 

23 

How does the current price of natural gas compare with recent trends in 

As demonstrated in Exhibit JJR-3, the wholesale price of natural gas is currently 

below levels that have been observed for the past several years. However, in 
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addition to commodity price, the volatility of the price of natural gas is an 

increasingly important concept to consider when evaluating the benefits of 

resource diversity. Volatility is a measure of the relative change in natural gas 

prices over discreet periods. While the price of natural gas is currently on the 

low end of what we have observed in recent years, the price has also been subject 

to dramatic swings. These swings can have a sudden and dramatic effect on the 

price of electricity, particularly in regons that rely heavily on natural gas-powered 

electricity generation. 

The volatility of natural gas prices is a function of shifts in supply and demand. 

Price fluctuations demonstrate that gas prices are extremely sensitive to discreet 

market events, including weather events (such as the cold snap south Florida 

residents endured at the begmning of 2010) or supply disruptions. The f d  of 

prices between 2008 and today only underscores the volatility of the natural gas 

market. Indeed, similar price declines were experienced in 2001, 2003 and 2006. 

These periods were followed by price spikes in 2003 and 2005 and 2008. In 

order to reduce the susceptibility to these price spikes, it is necessary for FPL to 

move today to preserve the potential benefits of nuclear power for future 

resource needs, including both the EPU Projects and the option to later deploy 

the M'N 6 & 7 Project. 

20 Q. 

21 

How do trends in the production cost of natural gas-fired generation 

compare with trends in the price of nuclear power? 

22 A. 

23 

The cost of nuclear power has been stable due to the fact that fuel represents a 

comparatively small portion of the operating costs of nuclear power facilities. 
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19 Q. 

20 

21 A. 

22 

According to the Nuclear Energy Institute, fuel accounts for approximately 90% 

of the total production cost of energy from natural gas, whereas fuel costs of 

nuclear power are only 25.30% of the total production cost. 

As shown in Exhibit JJR-4, the production cost of energy from nuclear power is 

substantially lower than other sources of baseload energy. The electric bills of 

Florida residents are lower and much less subject to fuel price volatility as a result 

of the lower production costs of nuclear power. 

Is it appropriate for the Commission to continue to allow recovery of 

certain pre-construction costs and construction carrying costs prior to the 

units entering into service? 

Yes. Given the magnitude of the potential benefits of additional nuclear 

capacity, it is absolutely appropriate to allow for cost recovery through the 

annual Nuclear Cost Recovery Clause Process (“NCRC”). The NCRC is 

important for both the Company and its customers. With respect to the 

Company, the NCRC provides FPL’s debt & equity investors with some measure 

of assurance of cost recovery if their investments are used to prudently incur 

costs. In addition, by allowing recovery of carrying costs during construction, 

the NCRC eliminates the effect of compound interest on the total project costs. 

Have other utilities considering nuclear development activities noted the 

necessity of NCRC-like recovery mechanisms? 

Yes. Utilities such as Duke, SCANA, and Ameren have publicly acknowledged 

the benefits and the necessity of cost recovery mechanism like the NCRC. 
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1 Q. Are there other benefits of nuclear power other than those that 
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3 A. 
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7 a generating facility. 

quantitatively affect the price of electricity? 

Yes. The comparatively small footprint of a nuclear powered generating station 

compared to alternative clean, emissions-free technologies is often overlooked. 

By requiring less land, nuclear power plants limit the degree of forest clearing, 

wetlands encroachments, and other environmental impacts associated with siting 
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Section 111: The Prudence Standard 

Q. 

A. 

Please generally describe the prudence standard as you understand it. 

The prudence standard is captured by three key features. First, prudence relates 

to actions and decisions; costs themselves are not prudent or imprudent. It is the 

decision or action that must be reviewed and assessed, not simply whether the 

costs are above or below expectations. The second feature is that the standard 

incorporates a presumption of prudence, which is often referred to as a 

rebuttable presumption. The burden of showing that a decision is outside of the 

reasonable bounds falls, at least initially, on the party challenging the utility’s 

actions. The fmal feature is the total exclusion of hindsight. A utility’s decisions 

must be judged based upon what was known or knowable at the time the 

decision was made by the utility. The prudence of a utility’s decisions cannot be 

judged based upon the result of the decision or information which was not 

available for several weeks, months or even years after the decision was made. 

This feature would preclude a finding which identifies a decision as potentially 

imprudent dependent upon the future outcome. Such a standard would create 

an unachievable standard for utility managers. 
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Are there historical precedents for the prudence standard? 

Yes. The original standard of prudence was expressed by Supreme Court Justice 

Louis Brandeis in 1923 as a means of guiding regulators conducting reviews of 

utility capital investments. Since that time, substantial jurisprudence has been 

developed to refme the Prudent Investment Test. Much of this was developed in 

the 1980s following the nuclear construction programs of the previous two 

decades. As originally proffered, the test provides a hasis for establishing a 

utility's investment or rate base based on the cost of such investment: 

There should not be excluded from the finding of the base, 
investments which, under ordinary circumstances, would be deemed 
reasonable. The term is applied for the purpose of excluding what 
q h t  be found to be dishonest or obviously wasteful or imprudent 
expenditures. Every investment may be assumed to have been made 
in the exercise of reasonable judgment, unless the contrary is 
shown.. . adoption of the amount prudently invested as the rate base 
and the amount of the capital charge as the measure of the rate of 
return , , . [would provide ] a basis for decision which is certain and 
stable. The rate base would be ascertained as a fact, not determined 
as a matter of opinion.' 

The position of Justice Brandeis was endorsed in 1935 when Supreme Court 

Justice Benjamin N. Cardozo stated: 

Good faith is to be presumed on the part of managers of a 
business. In the absence of a showing of inefficiency or 
improvidence, a court will not substitute its judgment for theirs 
as to the measure of a prudent outlay.2 

The Prudent Investment Test offered by Justice Brandeis was applied sparingly 

for the first four decades following its pronouncement. It was not until the 

nuclear construction projects of the 1970s and 1980s that the Prudent 

Investment Test, at least in name, was applied frequently in various electric utility 

rate cases. 
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Are there various interpretations of the Prudent Investment Test that have 

been proffered in other nuclear construction prudence reviews? 

Yes, three interpretations of the Prudent Investment Test were offered by 

utilities, regulators and indusuy experts during the 1980s. Such interpretations, 

at times, were in violation of the standard espoused by Justice Brandeis. Despite 

this, these interpretations were often used to justify large disallowances, possibly 

as a crude means of miagating the “rate shock” associated with placing into rate 

base a multi-billion dollar investment, which was often equal to or greater than 

the capitalization of the entire sponsoring company 

10 

11 
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14 

15 

16 consistently above-average performance. 

The first interpretation of the Prudent Investment Test developed during this 

time closely follows the traditional standard proffered by Justice Brandeis. 

Under this standard, regulators must utilize a balanced retrospective review based 

upon the information that was known or knowable at the time of the decision. 

In addition, this interpretation of the standard considers a range of reasonable 

behavior given the circumstances, rather than requiring perfection or even 

17 

18 

19 

20 

The National Regulatory Research Institute (“NRRI”) advocated for similar 

principles in a 1984 research paper entitled The Prudent Investment Test in the 

1980s. In this paper the NRRI stated that the prudent investment standard 

should include the following four guidelines: 

21 

22 

23 

“ ... a presumption that the investment decisions of the utilities 

are prudent.. .” 

“...the standard of reasonableness under the circumstances.. .” 

12 
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“ ... a proscription against the use of hindsight in determining 

prudence.. .” 

“...determine prudence in a retrospective, factual inquiry. 

Testimony must present facts, not merely opinion, about the 

elements that did or could have entered into the decision at 

the time.” 

Please describe the two remaining interpretations of the prudence 

standard. 

The two remaining interpretations of the prudence standard require the perfect 

execution of the project in one instance and measure the after the fact economic 

benefits or fair value of a project in the second instance. Both of these 

interpretations of the standard reflect the use of hindsight to second guess utility 

decision-makers based on circumstances that were unknown or unknowable at 

the time the utility was required to make a decision. 

In the first instance, the standard compares the performance of the project to the 

perfect execution of the project. This interpretation focuses solely on the 

mistakes or missed opportunities to lower specific costs of the project. This 

interpretation of the standard fails to understand the inherent trade-offs that 

occur in every large construction project and fails to recognize that prudent 

behavior encompasses a range of reasonable and acceptable conduct. The 

application of the prudence standard must hegin by defming the range of 

acceptable behavior and measuring the actual behavior against this range. 
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The third interpretation of the standard relies upon an economic benefits or fair 

value test used to compare the value of the project to other capacity resources 

that are available at the time of the prudence review, rather than at the time of 

the decision to proceed with construction. In the 1980s, this interpretation of 

the standard almost always resulted in a large disallowance for the utilities 

involved in such a review. As a result, utility managers were often left penalized 

for unforeseen changes in the economic and/or political climate associated with 

constructing a new nuclear facility. 

9 Q. Which interpretation of the Prudence Standard has been adopted by the 

10 Commission? 

11 A. 

12 

13 
14 
15 
16 the decision was made,”’ 

The original interpretation of the Prudent Investment Test appears to be the 

interpretation used by the Commission in several orders: 

Prudence has been defined as “what a reasonable udity manager 
would have done in light of conditions and circumstances which 
were known or reasonably should have been known at the time 

17 
18 
19 
20 
21 

A utility should not be charged with knowledge of facts which 
cannot be foreseen or be expected to comply with future 
regulatory policies. Expectations are not always borne out. The 
prudence of decision making should be viewed from the 
perspective of the decision maker at the time of the decision. 

22 
23 
24 
25 or amended.. . 

Contract administration must be viewed at a point in time which 
takes into consideration the facts which were known or which 
should have been known at the time the contract is entered into 

26 
27 
28 

29 
30 
31 

We have not sought to retroactively apply new policies to Gulfs 
prior actions and we have recognized that a utility cannot foresee 
the future.4 

We must avoid impermissibly applying hindsight review, which is 
the application of facts that are known today to decisions made in 
the past (i.e., Monday morning quarterbacking). As we consider 
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whether PEF acted prudently, we must ask ourselves, did PEF 
know or should PEF have known about a particular set of 
circumstances.’ 

As can be seen from these statements, the Commission has generally prohibited 

the use of hindsight when reviewing utility management decisions. Instead, the 

Commission has chosen to strictly follow the traditional standard by developing 

a range of reasonable behaviors based on the circumstances that were known at 

the time of the decision or action. The Commission’s order in the 2009 Nuclear 

Cost Recovery docket adopted a s d a r  position. Further, the Commission has 

noted a need to apply a consistent standard to reviewing utility decisions. 

11 Q. Have other regulatory bodies adopted prudence standards that are similar 

12 to that which has been used in Florida? 

13 A. Yes. For instance, the Federal Energy Regulatory Commission (‘‘FERC‘? 

14 

15 
16 
17 
18 
19 
20 

21 

22 

23 

24 
25 
26 
27 
28 
29 

offered its view of the Prudent Investment Test in 1984 by stating the following: 

We note that while in hindsight it may be clear that a 
management decision was wrong, our task is to review the 
prudence of the utility’s action and the cost resulting there from 
based on the particular circumstances existing either at the time 
the challenged costs were actually incurred, or the time the utility 
became committed to incur those expenses.‘ 

The New York Public Service Commission shared similar observations when 

reviewing Consolidated Edison Company of New York’s Indian Point 2 nuclear 

plant. 

The Company’s conduct should be judged by asking whether the 
conduct was reasonable at the time, under all the circumstances, 
considering that the company had to solve its problems 
prospectively rather in reliance on hindsight. In effect, our 
responsibility is to determine how reasonable people would have 
performed the tasks that confronted the company.’ 
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Section Iv: Framework of Internal Controls Review 

Q. What is meant by the term “internal control” and what does it intend to 

achieve? 

The Committee of Sponsoring Organizations of the Treadway Commission 

(“COSO”) is a global industry organization that provides guidance as to the 

development, implementation and assessment of systems of internal control. 

COSO has defhed internal control as a system that provides reasonable 

assurance of the effectiveness of operations, reliability of financial reporting and 

compliance with applicable laws and regulations. This definition has been 

further expanded to reflect four critical concepts. First amongst these is that 

internal control is a process. While internal control may be assessed at specific 

moments in time, a system of internal control can only be effective if it responds 

to the dynamic nature of companies and projects over time. Second, internal 

control is created by people and not simply corporate procedures and policies. 

Third, internal control can provide only reasonable assurance. Expectations of 

absolute assurance cannot be achieved. Finally, internal control is specifically 

directed at the achievement of an entity’s goals. Thus, risks which present the 

greatest challenge to the achievement of those objectives must take priority. 

A. 

19 Q. Please describe the framework Concentric used to review the Company’s 

20 system of internal control as implemented by the Projects in 2009. 

21 A. In order to review and assess the Company’s internal controls, Concentric 

22 utilized a similar framework to that which it used in each of the last two years. 

23 That framework is based upon Concentric’s contemporaneous experience 
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advising prospective investors in new nuclear projects and Concentric’s 

regulatory experience. 

In summafy, the framework has focused on six elements of the Company’s 

internal controls, including: 

Defined corporate procedures 

Written project execution plans 

Involvement of key internal stakeholders 

Reporting and oversight requirements 

Corrective action mechanisms 

Reliance on a viable technology 

Each of these elements was reviewed for five processes including: 

Project estimating and budgeting processes 

Project schedule development and management processes 

Contract management and administration processes 

Internal oversight mechanisms 

External oversight mechanisms 

Concentric’s work in 2010 is additive to our work reviewing the projects in 2008 

and 2009. In other words, Concentric’s efforts in 2010 reflect the information 

and understanding of the Projects gained during Concentric’s reviews in each of 

the prior two years. 

21 Q. Please describe how Concentric performed this review. 
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Concentric began by reviewing the Company’s policies, procedures and 

instructions with particular emphasis placed on those policies, procedures or 

instructions which may have been revised since the time of Concentric’s review 

in the spring of 2009. In addition, Concentric reviewed the current project 

organizational structures and key project milestones that were achieved in 2009. 

Concentric then reviewed other documents and conducted numerous in-person 

interviews to make certain these policies, procedures and instructions were 

known by the project teams, were being implemented by the projects and have 

resulted in prudent decisions based on the information that was available at the 

time of each decision. The document review began in December 2009 and 

continued through January 2010, and the in-person interviews occurred between 

January 18 and January 29,2010. 

Concentric’s in person interviews included representatives from each of the 

following functional areas: 

Project Management 

Project Controls 

Integrated Supply Chain Management (“ISC”) 

Marketing & Communications 

Employee Concerns Program 

Quality Assurance/Quality Control (“QA/Q@’) 

Human Resources 

Transmission 

Environmental Services 

18 



10 Q. 

11 

12 A. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

LegalServices 

State Regulatory Affairs 

Nuclear Regulatory Commission (“NRC”) Regulatory Interface 

Finally, Concentric developed representative benchmarks of the PTN 6 & 7 

bu+$ cost estimate that might serve as reference points, but not a 

determination of prudence or imprudence, when reviewing the project. 

Concentric did not attempt a similar endeavor for the EPU Projects since each 

power uprate is unique to the plant in which it is being implemented. Thus, 

substantial variations in scope and cost do occur from project to project. 

Please describe why you believe it is important for FPL to have defined 

corporate procedures in place throughout the development of the Projects. 

Defmed corporate procedures are critical to any project development process as 

they detail the methodology with which the project will be completed and make 

certain that business processes are consistently applied to the each of the 

projects. To be effective, these procedures should be documented with 

sufficient detail to allow the project teams to implement the procedures, and they 

should be clear enough to allow the project teams to easily comprehend the 

procedures. It is also important to assess whether the procedures are !mown by 

the project teams and adopted into the Company’s culture, including a process 

that allows employees to openly challenge and seek to improve the existing 

procedures and to incorporate lessons learned from other projects into the 

Company’s procedures. Within each of the Projects, the Project Controls, and in 

the case of the EPU Projects, Nuclear Business Operations, staff is primarily 
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1 responsible for ensuring the Company's corporate procedures are applied 

2 consistendy by the various FPL and contractor staff members who are working 

3 on the projects. However, it is acknowledged that this is a shared responsibility 

4 held by all project team members, including the project managers. 

5 Q. Please explain the importance of written project execution plans. 

6 A. Written project execution plans are necessary to prudendy develop the project. 

7 These plans layout the resource needs of the project, the scope of the project, 

8 key project milestones or activities and the objectives of the project. These 

9 documents are critical as they provide a "roadmap" for completing the project as 

10 well as a "yardstick" by which overall performance can be monitored and 

11 managed. It is also important for the project sponsor to requite its large-value 

12 contract vendors to provide similar execution plans. Such plans allow the project 

13 sponsor to accurately monitor the performance of these vendors and make 

14 certain at an eady stage of the project that each vendor's approach to achieving 

15 key project milestones is consistent with the project sponsor's needs. These 

16 project plans must be updated to reflect changes to the project scope and 

17 schedule as warranted by project developments. 

18 Q. Why is it important that key internal stakeholders are involved in the 

19 project development process? 

20 A. One of the most challenging aspects of prudendy developing a large project is 

21 the ability to balance the needs of all stakeholders, including various Company 

22 representatives and the Company's customers. This balance is necessary to make 

23 certain that the maximum value of the project is realized. For example, it is 
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7 Q. 

8 

9 A. 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

important that an extended power uprate project be successfully implemented in 

an efficient manner to avoid unnecessarily interfering with each plant’s 

operations. Similarly, modifications to an existing nuclear plant can have 

unwanted or unexpected impacts on the day-to-day operations of the facility. By 

includmg these stakeholders in a transparent project development process, the 

project sponsor will be better positioned to deliver on these high-value projects. 

Why is it important to have established reporting and oversight 

requirements? 

By having an established reporting structure and periodic reporting requirements, 

the project sponsor’s senior management will be well informed on the status of 

the project’s various activities. Reporting requirements give senior management 

the information it needs to leverage their background and previous experience to 

prudently dlrect the many facets of the project. Secondly, established reporting 

requirements ensure that senior management is fully aware of the activities of the 

respective project teams so management can effectively control the overall 

project risks. This level of project administration by senior management is 

prudent considering the large expenditures that will be required to complete the 

Projects and the potential impact of these Projects on the Company overall. 

In order to be considered robust, these reporting requirements should be 

frequent and periodic (i.e., established daily, weekly and monthly reporting 

requirements) and should include varying levels of detail based on the frequency 

of the report. For instance, a daily status report may not need as much detail as 

it will soon be reviewed by a project manager who is able to quickly address 
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14 
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22 Q. 

23 

24 A. 

25 

issues and concerns. In contrast, a monthly status report will require sigtllficantly 

more detail to discuss the status of the Projects, as well as plans for near-term 

activities. The need for timely and effective project reporting is well recognized 

in the industry, as demonstrated by the following statement: 

“Cost and time control information must be timely with little 
delay between field work and management review of 
performance. This timely information gives the project manager 
a chance to evaluate alternatives and take corrective action while 
an opportunity still exists to rectify the problem areas.” 

What is the purpose of corrective action mechanisms and why are they 

important to ensure the Company is prudently incurring costs? 

A corrective action mechanism is a defined process whereby a learning culture is 

implemented and nurtured throughout an organization to help eliminate 

concerns that can interfere with the successful completion of the project. 

Corrective action mechanisms help identify the root cause of issues, such as an 

activity that is trending behind schedule, and provides the opportunity to adopt 

mechanisms that mitigate and correct the negative impact from these issues. A 

robust corrective action mechanism assigns responsibility for implementing the 

corrective actions and a means by which these activities are managed. In 

addition, a corrective action mechanism educates the project team in such a 

manner as to ensure project risks are prudently managed in the future. 

Are there any other elements of the Company’s internal controls included 

in your review? 

No. There were no other elements of the Company’s internal controls included 

in my review. 
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Section V EPU Project Internal Controls Review for 2009 Project Exuenditures 

Q. 

A. 

Q. 

A. 

Q, 

A. 

Please provide a brief introduction to FPL's EPU Projects. 

FPL is implementing an EPU at PSL and PTN. An EPU is the process of 

modifymg and upgrading specific components at a nuclear power plant to 

increase the maximum power level at which the power plant may operate. Once 

completed, the EPU Projects are expected to increase the nuclear generating 

capacity of PSL and PTN by at least 414 M W .  The final increase in capacity will 

not be known until all design engineering is complete. 

How is the EPU Project structured? 

The EPU project consists of four 0;erlapping phases: (i) the Engineering 

Analysis Phase; (ii) the Long Lead Equipment Procurement Phase; (E) the 

Engineering Deslgn Modification Phase; and (iv) the Implementation Phase. 

The first three phases are already underway, and the first steps have been made 

in the Implementation Phase. The EPU project is scheduled for completion in 

2012, after the last of the outages required for finislung the Implementation 

Phase at both PSL and PTN. The activities undertaken in each of the four 

phases presented above are further described in the testimony of F'PL Witness 

Jones. 

Please describe the general progress of the EPU Project as it pertains to 

the phases you have identified above. 

The Engineering Analysis and Long Lead Procurement Phases are in progress. 

One LAR submittal was completed in 2009 and three LAR submittals are 

planned for 2010. Regarding Long Lead Procurement, most of the long lead 
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6 QG 
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8 A. 
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10 

11 

12 

13 

14 
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contracts have been awarded and the equipment is being fabricated. The 

Enpeering Design Modification Phase is also underway, but only 2 percent of 

the design modifications have been issued. Finally, the Implementation Phase is 

in its nascent stage, with the ovenvhelming majority of the construction work to 

be performed during the outages scheduled in 2010 through 2012. 

Given that all phases of the project are underway, what is the timeline for 

the implementation of the EPU Project? 

The current project schedule as of December 31. 2009 includes approximately 

185 EPU modifications at the St. Lucie and Turkey Point nuclear sites. These 

modifications are expected to be performed in successive outages for each of the 

nuclear units, the last of which is scheduled for eemphxm initiation in the fall 

of 2012. The licensing schedule for NRC approval is to support the 

implementation schedules for the physical modifications to each unit. The EPU 

Projects management team continues to make the necessary adjustments to the 

project to meet schedules, control costs and contain additional project scope. 

16 Q. How were the EPU Projects organized in 2009? 

17 A. 

18 

19 

20 

21 

Prior to 2009, the EPU Projects were centrally managed to streamline oversight 

and procurement functions. As the projects have moved from the analysis and 

planning phases to include the Implementation Phase, Fl'L made the appropriate 

decision to disawegate its management structure and has moved a significant 

portion of the project management responsibility to the sites. 

22 Q. Please describe the reorganization of the project management in 2009. 
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FPL determined that the reorganization of project management was necessary as 

the EPU Projects moved from the Engineering Analysis and Long Lead 

Equipment Procurement Phases to the Implementation Phase, Previously 

consisting of a centralized management team, the restructuring allowed for 

business unit management teams and staff at each site to report to a small core 

leadership group at F'PL headquarters. This new structure will allow dixector- 

level control over the operations and staff at each site. Its creation acknowledges 

the different operating and staffing conditions between the EPU sites. 

What centralized oversight remains for the EPU Project? 

FPL has maintained a core project management team to provide centralized 

oversight for the EPU Projects at PSL and PTN. The primary centralized 

positions that provide this project management include: the Nuclear Power 

Uprate Vice President, responsible for all aspects of the project execution, 

including licensing, design, engineering, cost, implementation and regulatory; the 

EPU Implementation Owner - South, who provides oversight and governance 

for the respective site EPU project; a Technical Director, providing management 

and technical support; the Controls Director, who provides dxection, oversight 

and governance to the Project Control Supervisor at each site and holds overall 

responsibility for the EPU Project control functions including cost control, 

estimating, scheduling and support activities; the EPU Licensing and Regulatory 

Interface Director, who is responsible for the oversight, coordination, 

production and technical quality of the licensing engineering and analysis related 

to the LARS and other regulatory submittals; and the EPU Nuclear Cost 
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1 

2 

Recovery interface manager, responsible for the overall coordination of the 

project with the FPSC and FPL Regulatory Affairs. 

3 Q. 

4 positions? 

5 A. Yes. The EPU Project Team includes a Quality Assurance manager at the 

6 Company’s headquarters. Described in greater detail later on in this section of 

7 my testimony, this function necessarily acts separately from the functions 

8 described above as it seeks to maintain independence when assessing the EPU 

9 Project. 

Does the EPU Project Team consist of any other centralized management 

10 Q. 

11 A. 

12 

13 

14 

15 

16 

17 

18 

19 

Please briefly describe each project site’s management team in 2009. 

Since the project management function has been decentralized, each EPU site 

now has its own management team o r w e d  under a Site Project Director. This 

position serves as the senior EPU/Project Management individual on site and 

has overall responsibility for all aspects of the EPU Project at the assigned Site. 

Reporting directly to the Site Project Director are the Site Project Manager, Site 

EPU Contracts Manager, and the Site EPU Modification Enpeering Manager. 

Additionally, there are Site Managers in place for Project Controls, and for EPU 

LAR, who report to the Controls Director and the Director of EPU Licensing 

and Regulatory Interface, respectively. 

20 Q. 

21 or instruction? 

22 A. Yes. Initially this management structure was outlined in the EPU Change 

23 Management Plan. Extended Power Uprate Project Instruction (“EPPI’3-140: 

Is the management structure explicitly defined in a Company procedure 
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9 Q. 

10 

11 A. 

12 

13 

14 

15 

16 

17 

Roles and Responsibilities, was later revised to incorporate this management 

structure. 

What major milestones were met on the EPU project in 2009? 

The EPU Projects achieved several major accomplishments in 2009, including 

the reorganization of the project management, the change in management 

personnel and organization, further outage planning, the execution of a 

groundwater monitoring agreement for Turkey Point, submittal of the first LAR 

for Turkey Point, and progress on the remaining LARS. 

Please describe the other changes in management for the EPU Project 

that occurred in 2009. 

In addition to decentralizing the project management, there were several changes 

of EPU management personnel during 2009. These included the appointment of 

Mr. Terry Jones as the Vice President of Nuclear Power Updates, the elimination 

of the position of Director of EPU Projects, creation of the position of 

Implementation Owner - South and the changed reporting structure of Project 

Controls to the hector  level. A copy of the EPU Project Organizational Chart 

can be found in the testimony of FPL Witness Jones as Exhibit TOJ-2. 

Please describe the Groundwater Monitoring Agreement for Turkey Point. 

In October 2009, the South Florida Water Management District (“SFWMD’’) 

governing board adopted the Fifth Supplemental Agreement between SFWMD 

and FPL concerning the operation and monitoring of the Turkey Point Cooling 

Canal System. This agreement provides for two years of groundwater 

monitoring prior to operating the PTN facility at increased power levels and two 
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years following the EPU Projects. The adoption of this agreement closed the 

remaining Condition of Certification for the PTN EPU Project. 

Please describe the EPU Project's regulatory progress in 2009. 

FPL submitted the Alternative Source Term CAST") LAR for PTN Units 3 and 

4 in late June 2009. The AST LAR, which included preliminary EPU 

information required for approval before the submittal of the EPU LAR to the 

NRC, was accepted by the NRC on September 25, 2009. The company also 

continued to make progress on the two EPU LARS for PSL (one for each unit), 

and the one EPU LAR for PTN during 2009. These f h g s  are scheduled for 

submission to the NRC in 2010. The NRC review and approval is expected to 

take approximately fourteen (14) months for each EPU LAR, during which time 

the NRC may require additional modifications. 

Please describe the mechanisms that are utilized to track the Projects' 

2009 budgets. 

Several budget reporting mechanisms have been established to ensure that key 

decisions related to the EPU Project are prudent and made at the appropriate 

level of FPL's management structure. This allowed the Company to leverage the 

experience of its executive team and to address budgetary concerns at an early 

stage. These reporting mechanisms included presentations and status calls as 

well as periodic reports. A list of the EPU Project's periodic meetings can be 

found in Exhibit JJR-5 and Exhibit TOJ-4. 

22 Q. How was undefined scope accounted for in the EPU Projects' budgets? 
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1 A. 
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4 

Undefined scope was accounted for by a specific line denoted as scope not 

estimated within the EPU Projects’ budgets. W e  on the low end of the range, 

the amounts included for undefined scope are generally consistent with industry 

expectations for an estimate of this type. 

5 Q. 

6 

7 A. 

8 

9 

10 

11 

12 

13 

14 

15 Q. 

16 

17 A. 

18 

19 

20 

21 Q. 

22 A. 

23 

How are project controls executed by the site teams and the overall project 

management team to track the EPU Projects’ 2009 budget? 

The site team utilized multiple reports and reviews to track the EPU Projects’ 

2009 budget including those which are listed on FPL Witness Jones’ Exhibit 

TOJ-4. These reports include the Monthly Operating Performance Report 

which categorizes the overall performance of the EPU Projects as either on 

budget, budget-challenged, or out of budget. Each site also produces monthly 

cash flow reports, which contain monthly actual and forecast capital expendimes 

as compared to the budget. These reports are reviewed and discussed during 

formal project management meetings. 

What mechanisms existed in 2009 to track changes in the EPU Projects’ 

budgets? 

The EPU Project included a rigorous internal mechanism for documenting 

changes in cost. When a condition that could potentially impact project costs 

arose, it was recorded on the Trend Register, and resides there to be tracked until 

it can be evaluated and resolved. 

How was the Project Trend Register monitored in 2009? 

The EPU Site Project Controls Supervisor was responsible for keeping the 

Trend Register up-to-date and maintaining its accuracy. The Implementation 
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Owner was responsible for arranging the regular review of Project Trend 

Registers in meetings with Senior Management. 

What occurred when items tracked on the Trend Register could not be 

resolved without impact to the budget? 

If the Company, after evaluating a given item on the Trend Register, deemed the 

cost variation unavoidable, a Scope Change or Forecast Variation (“SC/FV”) 

was processed using a SC/W form. The SC/FV process began with the Site 

Engineering Manager, who was required to provide written justification for 

scope changes and develop Nuclear Cost Recovery Clause (‘WCRC”) 

justification forms. The Site Project Cost Analyst/Engineer then completed the 

cost and cash flow section of the SC/FV Form and compiled all the documents 

required as part of the SC/FV package, including the cost estimate, Enpeering 

Justification Form, NCRC Justification Form, and Purchase Requisition or 

Blanket Purchase Order authorization form. The Site Project Controls 

Supenisor made certain that the basis of and justification for the change was 

properly documented on the SC/FV form before it was reviewed and approved 

by that Site’s Director. Finally, the Director of Project Controls received all 

SC/FV forms and was responsible for coordinating other necessary reviews and 

approvals. 

What additional reviews and approvals did an S C / W  form require before 

the work it represented was implemented? 

After receipt by the Director of Project Controls at the Company‘s headquarters, 

additional review of SC/FV forms was determifled on a slid% scale of budget 

impact. Issues with projected scope-related cost impacts greater than or equal 
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to $50,000 were reviewed and approved by the Project Review Board which 

consisted of the respective site vice president and other technical experts, per 

EPPI-300 EPU Pmjecf Change Contml and NP-706. SC/FV forms greater than 

$250,000 and less than $1,000,000 were reviewed and approved by the 

Implementation Owner. Those forms valued at between $1,000,000 and 

$5,000,000 were reviewed and approved by the Vice President, Nuclear Power 

Uprate. Any SC/FV form valued at more than $5,000,000 was sent to the 

Company’s Chief Nuclear Officer for review and approval. 

9 Q. Did the Company document this procedure for the EPU Project team? 

10 A. Yes. The Company‘s processes to document cost impacts and initiate project 

11 scope and non-scope changes were included in EPPI-300, EPU Project Change 

12 Control. 

13 Q. 

14 

15 A. 

16 

17 

18 

19 

20 

21 

22 

What internal oversight and review mechanisms were in place to ensure 

the project costs are the result of prudent decision-making? 

The EPU Project was subject to a number of internal oversight and review 

mechanisms that make certain that the costs the Company is seeking to recover 

in this proceeding were prudently incurred. These mechanisms started with a 

series of EPPIs that are used to implement the Company’s general corporate 

policies and procedures. In addition, various reporting mechanisms utilized by 

the EPU Project Team made certain that every level of the FPL management 

smcture was kept up-to-date and involved in key decisions. Finally, the 

Company’s Internal Audit department is currently reviewing the EPU Project on 
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an annual basis to make certain that the EPU Project is complying with the 

Company’s accounting policies and procedures and financial controls. 
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Did anything related to the budgeting and expenditure tracking processes 

occur that would alter the EPU implementation schedule? 

The estimation and tracking of costs at both EPU sites is an ongoing process, 

but, to-date, the company has not recorded any cost challenges that would 

imperil the project. The project is subject to an annual feasibility analysis which 

wdl be presented to the Commission in May 2010. This annual feasibility 

analysis includes a review of the continued cost effectiveness of the EPU 

Projects. 

Did Concentric review the process by which the EPU Project makes 

certain that each plant modification or component replacement is 

necessary for the completion of the EPU Projects? 

Yes, Concentric reviewed the process by which FPL makes certain that the costs 

being charged to the EPU Projects, and for which FPL is seeking recovery in this 

docket, are separate and apart from the normal maintenance & operations of 

PSL & F’TN. This process includes a detailed enpeering analysis to determine 

if the component replacement or plant modification is necessary for plant 

operations under uprated conditions. 

20 Q. Has the Commission previously reviewed and approved this 

21 methodology? 
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Yes. In Commission Order PSC-09-0783-FOF-E1 the Commission determined 

that “FPL‘s separate and apart methodology is reasonable and appropriate for 

identifymg NCRC costs.” 

Did Concentric have any observations related to the EPU Projects 

processes used to track budget performance in 2009? 

Yes, Concentric noted that the process as implemented in 2009 provides a robust 

procedure for developing an initial target budget. However, the initial cost 

estimate used to develop this budget has likely gone stale. This initial scoping 

estimate was completed in 2007 and represented an estimate of the EPU Projects 

scope of plant modifications. Since that time, the magnitude of these changes 

has consistently increased. Thus, it is likely necessary for the Company to revisit 

this cost estimate. 

Concentric has also noted an increasing focus on transparency in reporting both 

within the project team and to the Company’s senior management. Early in 

2009, the impact of project decisions on the EPU Projects’ budgets was not 

clearly defined in the projects’ documented report mechanisms. Since the 

summer of 2009, the quantity and quality of this information has notably 

improved. Concentric believes further effort should be expended to make sure 

project team members clearly communicate throughout the EPU organization. 

This improvement in communication should include the projects’ plans for 

addressing current project challenges such as the availability of vendor and 

Company resources. 
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How did the EPU Projects monitor their schedule performance in 2009? 

The EPU Project Team instituted several periodic reporting mechanisms 

including daily, weekly, bi-weekly and monthly conference calls. In addition, the 

EPU Project Team issued a variety of reports, including a Daily Report. Exhibit 

JJR-5 provides a listing of the meetings used to monitor the EPU Projects’ 

schedule performance. A list of the reports used to monitor the EPU Projects’ 

schedule performance can be found in the testimony of FPL Witness Jones as 

Exhibit TOJ-4. Many of these reports included a discussion of the EPU 

Project’s schedule performance as compared to an initial target schedule. 

10 

11 year? 

12 A. 

13 

14 

15 

16 variances 

Q. Did the EPU project make any changes to these reports during the past 

Yes. In response to Concentric’s recommendations presented to the Company in 

2009, FPL has added additional detail to the variance reports issued by the EPU 

Projects. This additional detail has helped the project team to understand the 

basis for any budget or schedule variance and to help minimize future negative 

17 Q. 

18 performance in 2009? 

19 A. 

20 

21 

22 

23 

Did the EPU project use any other methods to monitor its schedule 

Yes. FPL uses an industry standard software package known as Primavera P6‘ to 

review the project schedule based on approved updates on an almost real-time 

basis. Primavera provides Critical Path Method (“CPM”) Scheduling, which uses 

the activity duration, relationships between activities, and calendars to calculate a 

schedule for the project. CPM identifies the critical path of activities that affect 
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the completion date for the project or an intermediate deadline, and how these 

activity schedules may affect the completion of the project. This software 

package is used by many in the nuclear power industry to schedule refueling 

outages and major capital projects. Changes to the project schedule were made in 

near real time as a result of this software. 

What status reports did the EPU Projects’ key vendors provide to the 

Company? 

In addition to monitoring the EPU Project Team’s efforts, the Company also 

required that status reports be provided by its key vendors. At the beginning of 

each vendor’s scope of work, FPL required the vendors to provide a reasonable 

target schedule from which future progress would be measured. The vendors 

were then responsible for providing monthly progress reports regarding this 

schedule. The Company also received some insight regarding the vendors’ 

progress by monitoring the number of work hours that were included on each 

monthly invoice. This was done by comparing the number of work hours 

expended during the prior month with the target schedule’s projection. 

How did the EPU Project track and identify risks to the project schedule? 

The EPU Project used a Risk Matrix to track threats to the current schedule and 

to provide a brief explanation of the reasons for the threats. The risk 

identification process covered identification, assessment and analysis, handling 

strategy, risk management, categorization, reporting, and mitigation. The 

Company defines risks as issues that affect nuclear quality, environment, project 

cost, schedule, safety, security, legal, plant operations, regulatory, and reputation. 
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1 Q. Is the treatment of the above-mentioned risks separate from the 

2 Company’s cost assessments? 

3 A. 

4 pertains to this process. 

Yes. Risks and costs are related, hut the Company treats them separately as it 

5 Q. What EPPI governs schedule creation and management? 

6 A. 

7 

The processes for schedule creation and management are described in EPPI-310 

Project Instructions - Development, Maintenance and Update of Schedules. 

8 Q. 

9 A. 

What activities occurred in 2009 that altered the project schedule? 

The deadlines for completion of the LARs at both sites were changed to 2010. 

Initially scheduled for completion in the fourth quarter of 2009, the Company 

now expects the PSL Unit 1 LAR to be submitted in the second quarter of 2010, 

the PTN LAR to he submitted in 4efBft$ third quarter of 2010 and the PSL Unit 

2 LAR to he submitted in fourth quarter of 2010. 

10 

11 
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What outstanding challenges to the timely execution of the EPU project 

schedule exist? 

There are unresolved challenges that may change the current EPU project 

schedule. On the regulatory front, progression of the EPU project continues to 

hinge on the timely completion and submission of the LARs to the NRC. The 

LARs remain a potential area for concern both because of staffing and resource 

constraints, as well as the chance that additional areas for modification will be 

discovered during the LAR analysis. Difficulties in meeting staffing requirements 

continue to pose a challenge to the EPU project schedule, as well as to the 

broader nuclear industry in the United States. FPL is continuing to respond to 
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these challenges by allocating additional Company and vendor resources to the 

EPU Projects and reassigning company and vendor resources within the EPU 

Projects, and through continued management vigilance. 

Please describe these broader nuclear industry staffing challenges. 

The nuclear industry is facing a sigtllficant shortage of highly skilled labor, 

primarily due to the amount of time which has elapsed since the United States 

last completed construction of a commercial nuclear power plant, and the lvgh 

skill levels and regulatory criteria required to work w i b  the nuclear power 

industry. Over time, reduced interest amongst students in nuclear science and 

engmeering programs has forced universities to scale hack or even close these 

departments. The impact of these factors is exacerbated by the number of 

existing employees who are expected to be retirement ehgble in the coming 

decade, and by a recent upswing in demand for nuclear workers as more nuclear 

operators consider uprating theit existing units and constructing new nuclear 

power plants. 

16 Q. 

17 

18 A. 

19 

20 

21 

22 coming years. 

Please describe how many nuclear industry employees are expected to be 

retirement eligible in coming years. 

According to the Nuclear Energy Institute’s 2007 nuclear workforce survey, up 

to 39% of nuclear utility maintenance workers, 34% of radiation protection 

workers, and 27% of operations staff may reach retirement ebbility within live 

years. Other functional areas are expected to experience similar losses in the 

37 



1 Q. 

2 

3 A. 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

11 

18 

19 

20 

21 

22 

23 

24 

Please describe Concentric’s observations related to the EPU Projects’ 

schedule development and management in 2009. 

Foremost, Concentric noted that the EPU Projects’ current schedule contains 

approximately i h e ( 4 j  months of additional float before the review and 

approval of the LARs will affect the implementation date of the higher plant 

capacities. The EPU Project Management has stated that in the case of delayed 

NRC approval of a LAR(s), the project will move forward with the physical 

modifications to the plant and return the unit to service at the unit’s then 

currently licensed output. Once the NRC approves the LAR, the Company will 

then he able to increase output to the EPU levels. Concentric believes this 

contingency plan is important since it will provide the EPU Projects with 

additional schedule flexibility. 

Concentric has further noted that the EPU Projects have struggled to obtain the 

resources necessary to complete the LARs during 2009. This has resulted in 

resource sharing between projects and a decision to prioritize certain LARs. This 

concern appears to have affected both the EPU Project staff and the EPU 

Projects’ vendors. Concentric is aware that the availability of capable, qualified 

individuals is a general concern that is facing the entire nuclear industry. In light 

of these constraints, FPL‘s management has responded reasonably to these 

challenges by prioritizing activities and allocating additional resources to the 

project. Concentric believes the EPU Project Team should include additional 

staffing information in their standard reports to FPL’s senior management. This 

information might include further highhghting of a discussion of current staffing 

levels relative to staffing plans. 
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In 2009, what processes were used to ensure the EPU Project is prudently 

managing and administering the Company’s procurement functions? 

Several policies and procedures govern the procurement functions, including 

General Operating Procedure 705 and Nuclear Policy NP-1100, Procurement 

Control. In 2009, these policies were administered through the Integrated Supply 

Chain (“ISC”) organization and include a sipficant breadth and depth of 

procurement processes, including a stated preference for competitive bidding 

wherever possible, the proper means for conducting a comprehensive 

solicitation, initial contract formation, and administration of the contract. 

Were there cases in 2009 when contracts were executed without first 

having gone through a competitive bidding process? 

Yes. Certain situations call for the use of single or sole source procurement 

methods. The reasons for this include the fact that there are very few suppliers 

qualified to handle the vast amount of proprietary technical information relied 

upon when operating or working on a nuclear plant. Additionally, single 

sourcing can be appropriate in certain situations that involve leverapg existing 

knowledge or expertise or otherwise capitalizing on synergies. 

Please describe the procedures involved in the awarding of non- 

competitively bid contracts. 

Single and sole source procurements require documented justification for using 

a single or sole source procurement strategy and senior-level apptoval. The 

recommendation of any vendor for a single or sole sourced contract necessitates 

the completion of Single/Sole Source Justification (“SSJ”) Memorandum. This 
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document must describe the conditions that have given rise to the need to 

procure outside services, a justification for not seeking competitive bids, and an 

explanation of the reasonableness of the vendor’s costs. 

Were any major contracts awarded in 2009 under SSJ conditions? 

Yes, two contracts in excess of $100,000 were single sourced in 2009. One 

contract was for Absolute Consulting and the other for Kigh Bridge Associates. 

These contracts, and theit respective values, are listed on Schedule T-7 of the 

Company’s Nuclear Filing Requirements. 

Did the Commission previously identify concerns with the Company’s 

SSJs? 

Yes. In Docket 080009-EI, the Commission identified a need for the Company 

to improve the level of documentation and transparency provided by the SSJs 

such that a third party could better understand the valid business reason for this 

procurement strategy. 

How did the EPU Project team respond to the Commission’s concerns in 

2009? 

Throughout 2009, the EPU Project Team conducted training for all existing 

project team members and for any new team member who joined the project. 

This training was focused upon the level of detail required to adequately 

complete an SSJ and provide sufficient transparency to third parties. Following 

this training, FTL produced two additional SSJs for contracts greater than 

$100,000. Each of these SSJs provided additional details related to the process 

for determining the valid business reason for the procurement strategy and an 
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explicit discussion of the reasonableness of the proposed cost as compared with 

other vendors or previous projects within a similar expertise. 

Please describe the Company’s competitive bidding process in 2009. 

The competitive bidding process begins not with the solicitation of bids, but 

with the creation of a Purchase Requisition. Pursuant to the creation of a 

Purchase Requisition, the department onginating the request, in conjunction 

with the ISC, must develop a scope of work or technical specification and 

develop a timeline to ensure it meets the schedule requirements. Once these 

steps are complete, the originating department head provides the purchase 

requisition to the Nuclear Supply Chain (“NSC”) Sourcing Specialist who is a 

member of the ISC. 

The NSC Sourcing Specialist, with assistance from ongmating department, is 

responsible for the creation and issuance of the request for proposal (“RFP”), 

hut works in concert with the originating department when identifymg potential 

bidders and determining the base commercial terms and conditions to be 

included in the RFP. What follows is the assembly of the RFP package, which 

must incorporate any special terms identified by the ongmating d e p m e n t ,  an 

RFP transmittal letter providing the potential bidders with all specific 

instructions and requirements, and any applicable attachments. 

Upon receipt of proposals, the NSC Sourcing Specialist sorts and distributes all 

submissions to subject matter experts for technical and commercial analysis. If 

questions arise during this review process, written requests for clarification or 

additional information are sent to the bidder for commercial or technical 

clarifications. After this initial phase, the originating department undertakes side- 
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by-side comparison of the bids’ technical information, taking into consideration 

scope requirements, differences in operational impacts, whether or not any 

technical exceptions would be necessary, and the potential for impacts to the 

Scope of Work. At the conclusion of this process, the NSC Sourcing Specialist 

and the originating department together determine the recommended supplier. 

What process was used to make certain that the Company and its 

customers receive the f d  value of the various contracts for services and 

materials? 

FPL utilized an invoice review process to make certain that the Company and its 

customers received the full value of the goods and services being procured for 

the EPU Projects. The process required a review of each invoice by key project 

team members who worked closely with the vendor on the goods and services 

for which payment was requested to make certain that the costs being bded were 

correct and appropriate. Each invoice review required approval by certain senior 

project team members based upon the individuals’ corporate approval authority. 

Did Concentric have any observations related to the processes used to 

manage the EPU Projects’ procurement functions in 2009? 

Yes. Overall, Concentric noted that the EPU Projects’ procurement functions 

performed quite well in 2009. Concentric noted that the ISC personnel have 

responded to Concentric’s 2009 recommendations to make certain that all costs 

are charged to the appropriate EPU Project by vendors who have similar scopes 

of work at both PTN and PSL, and the Company’s affiliated Point Beach 

Nuclear Plant in Two Rivers, Wisconsin. This effort includes reminders of 

proper cost reporting through informal discussions with vendors on a periodic 
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basis and a formal communication in November of each year. As an additional 

review, Nuclear Business Operations performed a separate, independent review 

of the cost being charged to the EPU Projects to help ensure the costs are 

properly charged to the appropriate Company account. 

Concentric believes one further enhancement related to the EPU Projects’ 

procurement procedures could be made in 2010. Concentric believes a need may 

exist for a formal gutdeline related to procurements in excess of $5 d o n .  This 

guideline would state that any bids received in response to an RFP, in excess of 

$5 d o n ,  are reviewed by the ISC roughly contemporaneously and with at least 

two people participating in the review process. Similarly, when a material delay is 

granted to one RFP respondent, all bidders should be notified of an opportunity 

to further revise their hid. Concentric has not observed, and does not believe 

there have been, any instances of impropriety in the EPU Projects’ RFP process 

in 2009 or prior years. This observation is made solely with the intent to 

prevent future challenges or concerns before they occur. 

What mechanisms exist for internal oversight and review of the EPU 

Projects? 

There are three primary mechanisms used to make certain the EPU Projects 

received adequate oversight in 2009. First, the Company’s senior management 

received a briefing of the projects on an approximately monthly schedule. The 

Company’s Chief Nuclear Officer also received a briefing on an approximately 

bi-weekly basis. Secondly, the EPU Projects were subject to an annual review by 

the FPL Internal Audit Division. Lastly, the FPL Quality Assurance/Quality 

43 



1 

2 

3 Q. 

4 

5 

6 A. 

I 

8 

9 

10 

11 

12 Q. 

13 A. 

14 

15 

16 

11 

18 

19 

20 

21 Q. 

Control (“QA/QC”) department was responsible for making certain that the 

FPL quality assurance program was being implemented by the EPU Projects. 

With the EPU Projects’ management effort now decentralized, how was 

information communicated from the site-level to the corporate-level in 

2009? 

The centralized management staff operating from the Company’s headquarters 

includes director positions that axe responsible for each business function. For 

instance, the Director of Project Controls oversees the project controls managers 

at both sites. Communication between overall project management and 

management at the sites is facilitated by a formal reporting structure that 

emphasizes the timely and comprehensive transfer of information. 

Please describe the Internal Audit division and its functions. 

The Internal Audit process is a backstop to make certain the EPU Project is 

complying with the Company’s internal policies and procedures. The Internal 

Audit Division does not report to any of the EPU Project Team members to 

protect the Internal Audit employees’ independence. Instead, Internal Audit 

reports directly to the FPL Group Chairman and CEO. Internal Audit’s 2009 

financial review of the EPU Projects ensured that costs were being appropriately 

charged to the project and that the EPU Project is complying with the 

Company’s accounting policies. 

Did Internal Audit conduct a review of the EPU Projects in 2009? 
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Yes. The EPU Project was reviewed by the Company’s Internal Audit in spring 

2009, and a final report was issued by Internal Audit in June 2009. A similar 

Internal Audit is currently underway. 

Please describe the FPL QA/QC division and its purpose. 

The FPL QA/QC division is responsible for implementing the Company’s 

Quality Assurance Program which is mandated by the NRC in 10 CFR 50, 

Appendix B. The QA/QC division is separate from the EPU Project and 

reports to the Company’s Chief Nuclear Officer through the Director of Nuclear 

Assurance. 10 CFR 50, Appendix B defines eighteen (18) criteria for a NRC 

licensee’s quality assurance program. It is the responsibility of the QA/QC 

division to ensure that FPL’s quality assurance program meets these criteria. 

What quality assurances activities, related to the EPU Project, took place 

in 2009? 

Throughout 2009 the QA/QC department prepared for the implementation 

phase of the EPU Projects. As the EPU Projects commenced the early stages of 

the implementation phase, QA inspectors were assigned to both PTN and PSL. 

The QA/QC division was also responsible for reviewing certain activities by the 

EPU Project’s vendors, both at the EPU Project sites as well as at certain 

vendors’ manufacturing facilities. These activities included multiple in-person 

reviews of the project vendors’ methodologies, qualifications and quality 

assurance programs. Finally, the QA/QC division monitored NRC quality 

assurance activities and suggested changes to the EPU project to respond to the 

NRC’s fmdings at other power uprate projects 
L 

45 - 



1 Q. 

2 

3 A. 

4 

5 

6 

7 

8 

9 

10 

11 

12 Q. 

13 

14 A. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

What practice has the Company implemented in 2009 to help provide the 

EPU Projects with additional internal control and cost management? 

FPL has begun producing Project Whitepapers in response to Concentric’s 

recommendations in 2009. These documents are produced by the project team 

when a significant decision is made that may impact the project. The memoranda 

include a discussion of the information that was known at the time of the 

decision, what decision was made and the basis for that decision. The first of 

these whitepapers was completed in October 2009 and relates to the Company’s 

decision to proceed with the replacement of the condensers at PTN. Concentric 

has been informed by the EPU Project Team that other whitepapers are 

currently being completed. 

Please provide Concentric’s observations related to the internal oversight 

and review mechanisms utilized in 2009. 

Concentric recognizes that in 2009 FpL‘s senior management team has increased 

its oversight of the EPU Projects. This increased oversight includes more 

frequent meetings with certain members of senior management and a greater 

depth of reporting to senior management. In addition, the EPU Projects were 

subject to review by Internal Audit in 2009 to address the EPU Projects’ 

compliance with the Company’s financial and accounting controls. Similarly, 

Concentric noted that the Company’s QA/QC department is actively preparing 

for the implementation of the EPU Projects by conducting surveillance activities 

and preparing its team for upcoming project activities. Nevertheless, Concentric 

noted a potential need to reinforce the QA/QC department with an individual 

with design engineering experience. It is Concentdc’s understanding that the 
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EPU Project Team is currently solely responsible for reviewing design 

enpeering work. It was further noted during our interviews that FpL’s design 

engineering capabilities have not historically encountered significant quality 

deficiencies and thus this control and review process may be adequate. 

However, a lack of expertise within the QA/QC department was identified to 

Concentric by members of the EPU Project Team as an area for potential 

improvement. 

Additionally, Concentric noted that a potential challenge to the EPU Projects 

implementation may exist with the turbine rotors being procured from Siemens. 

The manufacturing process of these turbines is being adequately monitored by 

the Company’s QA/QC depamnent, but additional management oversight may 

be warranted in the future. 

What external oversight mechanisms has the Company utilized in 2009 to 

ensure the EPU Project has adequate internal controls and is prudently 

incurring costs? 

There are several external oversight and review mechanisms in place for the EPU 

Project, including the retention of my firm, Concentric, to assess the EPU 

Project’s internal control mechanisms, the engagement of High Bridge 

Associates to provide third-party cost estimation guidance, ongoing contact with 

the Project’s major vendors’ quaJity oversight functions, and industry contacts. 
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Please expand on Concentric’s role vis-&vis external oversight and 

As has been noted throughout my testimony, Concentric has conducted an 

annual review of the EPU Project, its procedures, and the various mechanisms in 

place to ensure compliance with these procedures. Concentric has focused on 

ensuring that these internal controls have been implemented, and as a result, that 

the EPU Project has prudently incurred costs during 2009. 

8 Q. 

9 Associates. 

Please describe the scope of work being performed by High Bridge 

10 A. 

11 

12 

13 

14 remaining units. 

The Company has engaged High Bridge Associates, a project management and 

consulting services company, to develop a detailed, bottom-up cost estimate for 

the EPU activities taking place at Turkey Point Unit 3. Depending on the results 

of this analysis, FPL may elect to have this analysis performed for each of the 

15 Q. 

16 

17 A. 

18 

19 

20 

21 
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23 

In 2009, did industry contacts provide a form of external oversight and 

review? 

Yes. FPL is a member of industry groups which can provide further gmdance 

about uprate projects. These groups include the Institute of Nuclear Power 

Operations, the World Association of Nuclear Operators, Electric Powex 

Research Institute and the Nuclear Energy Institute, amongst others. Each of 

these groups provided the EPU project team access to a wide breadth and depth 

of information which can be used to enhance the project team’s effectiveness. 

Additionally, EPU Project Team members maintained close relationships with 
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their counterparts at other nuclear power plants around the country. These 

valuable relationships allowed the EPU Project Team to monitor developments 

or challenges at other plants and leverage those experiences at PSL and PTN. 

4 

5 

6 A. 
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8 

Q. Did Concentric have any observations related to external oversight and 

review of the project in 2009? 

During its review, Concentric noted that FPL appears to have taken reasonable 

steps to obtain and implement lessons learned from outside sources in 2009. 

These lessons learned are vital to the successful execution of the projects. 

9 Q. Did Concentric note any other observations related to the EPU Projects 

10 performance in 2009? 

11 A. No,itdidnot. 

12 Section VI: PTN 6 & 7 Internal Controls Review for 2009 Project ExDenditures 

13 Q. Please generally describe the PTN 6 & 7 Project. 

14 A. 

15 

16 

17 

18 

19 

20 

21 

Through the PTN 6 & 7 Project, FPL is seeking to develop the option to deploy 

approximately 2,200 M W s  of additional nuclear capacity for the benefit of its 

customers. These benefits include fuel savings, reliability improvements and 

reduced emissions. The Company’s project management strategy is focused on 

preserving appropriate flexibility and multiple hold points and off-ramps during 

which the PTN 6 & 7 Project’s progress can be delayed for further analysis or 

progressed to meet certain schedule expectations. Currently, the PTN 6 & 7 

Project is focused upon obtaining federal, state and local licenses and approvals 
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that would allow the company to construct a new nuclear facility at FpL‘s Turkey 

Point site. If approved, these permits will not require FPL to immediately begin 

construction of the new nuclear facility. Indeed, FPL will have the option to 

begin construction for a period lasting at least 20 years from the date of issuance. 

5 Q. 

6 A. 
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19 

How was the PTN 6 & 7 Project organized in 2009? 

Since 2008, few changes have occurred in the PTN 6 & 7 Project organization 

depicted in Exhibit JJR-6. The project organizational structure has been 

developed around two separate, but collaborative business units; Project 

Development and New Nuclear Projects. While both organizations ultimately 

report up to FPL Group’s Chief Operating Officer, their objectives are tied to 

each group’s respective capabilities. This approach allowed FPL to ensure the 

“best athlete” or most qualified group is utilized to accomplish the project‘s 

objectives. The first of these organizations was the Project Development 

organization, which was responsible for all aspects of the project which do not 

relate to the NRC. In contrast, the New Nuclear Projects organization was 

responsible for submitting and defending the PTN 6 & 7 Project’s COLA. This 

organzation will also be responsible for the engineering, procurement, 

construction, and subsequent start-up of the project if a decision to proceed is 

made. 

20 Q. 

21 A. 

22 

23 

In 2009 who was responsible for the New Nuclear Projects organization? 

The New Nuclear Projects organization was under the leadership of the Vice 

President of New Nuclear Projects who was supported directly by a Project 

Director, a License Director and a Business Manager. By mid-2009, the Project 

50 



1 

2 

3 

4 

Director was placed on loan to the EPU Projects as discussed above. The 

License Director was supported by multiple License Engineers and Document 

Control personnel. The Business Manager was supported by a Scheduler, an 

Estimator and Budget and Cost Analysts. 

5 Q. 

6 A. 

7 

8 

9 

Who was responsible for the Project Development organization in 2009? 

The Project Development organization was headed by FPL's Chief Development 

Officer who was supported by the Project Director. The Project Director was 

directly supported by a Project Director in charge of communications and 

project coordination and a Project Manager who interfaced with the New 

10 Nuclear Projects orgamzation. 

11 Q. Did either of the organizations receive support from other FPL 

12 departments in 2009? 

13 A. 

14 

15 others. 

Yes, both organizations received support from FPL's Juno Environmental 

Services, Legal Deparhnent, and Integrated Supply Chain Management among 

16 Q. Did Concentric have any observations related to the PTN 6 & 7 

17 organizational structure in 2009? 

18 A. Yes. Concentric believes the organizational structure appropriately assigned 

19 responsibility to those employees best equipped to respond to the project needs. 

20 Similarly, once a change in the FTN 6 & 7 Project's pace of development was 

21 identified, FPL took adequate steps to modify the organizational structure to 

22 respond to these changes. 
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What major milestones were achieved by the PTN 6 & 7 Project in 2009? 

The major achievement of the PTN 6 & 7 Project in 2009 was the submission of 

the COLA and SCA to the NRC and the FL DEP respectively. As the 

Commission is already aware, these applications required thousands of man- 

hours and more than a year to complete. However, as the pace of the Federal 

and State agencies’ reviews of these applications slowed during 2009, the PTN 6 

& 7 Project Team made the appropriate decision to reduce its construction 

related expenditures and commitments. In addition, the PTN 6 & 7 Project 

9 

10 
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15 
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Team successfully negotiated a form of an agreement with Miami-Dade County 

to use reclaimed water at the P r N  6 & 7 Project. In 2009, the PTN 6 & 7 

Project elected not to execute a defmitive engineering and procurement (“EP”) 

or enpeering, procurement, and construction (“EPC”) agreement. This 

decision was made to enhance fume project flexibility. Finally, the PTN 6 & 7 

Project Team completed certain construction planning activities that are 

necessary should it prove advantageous to FPL‘s customers to construct the 

PTN 6 & 7 facility. 

17 Q. 

18 I. 

19 A. 

20 

21 

Please describe how the 2009 project budget was developed for PTN 6 & 

The 2009 PTN 6 & 7 Project budget was developed based on feedback from 

each department supporting the PTN 6 &7 Project. This budget included a 

bottom-up analysis which assessed the resource needs of each department during 

22 

23 

24 

the year, and included an adequate contingency for undehed scope or project 

uncertainties. Typically, this contingency is equal to 15% of the project budget, 

but may be increased or decreased based upon discussions with each business 
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unit lead. In 2009, contingency levels were set at approximately 13% for 

licensing, 20% for engineering and design, 46% for permitting, and 19% for 

power block budget elements. The licensing contingency was reduced in 2009 

due to greater certainty in the scope of the COLA preparations. 

5 Q. 

6 

7 time? 

8 A. 

9 

10 

Was the process used by the PTN 6 & 7 Project to develop its 2009 budget 

consistent with the Company’s policies and procedures that existed at that 

Yes, the process utilized by the PTN 6 & 7 Project to develop its 2009 budget is 

consistent with FPL’s corporate procedures, which outline the process to be 

used by each business unit when developing its annual budgets. 

11 Q. 

12 

13 A. 

14 

15 

16 

17 

18 

Has Concentric attempted to benchmark the 2009 project budget that was 

developed for PTN 6 & 7? 

No, Concentric has not attempted to benchmark the 2009 PTN 6 & 7 budget 

relative to the annual budgets for other new nuclear projects since much of the 

information related to each company’s project spending is a trade secret. 

Concentric is developing a benchmark analysis of the total PTN 6 & 7 cost 

estimate. This analysis will be presented in my May 1, 2010 testimony in this 

docket once the Company has developed an updated total cost estimate. 

19 Q. 

20 budget performance in 2009? 

21 A. 

22 

23 

What mechanisms did the PTN 6 & 7 Project Team use to monitor 

The PTN 6 & 7 Project Team used at least nine (9) different reports to manage 

the PTN 6 & 7 Project’s budget performance. These reports are more fully 

described by FPL Witness Scroggs on Exhibit SDS-5. As an example, these 
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reports included a weekly “Performance Indicator Report” that monitored the 

number of work hours incurred relative to those that were originally forecast. 

On a monthly basis, the PTN 6 & 7 Project Management received several reports 

that detailed budget variances by department and provided explanations of those 

variances. In addition, these reports included a description of all costs expended 

in the current month and quarter as well as year-to-date and total cumulative 

spending. The F’TN 6 & 7 Project Team published quarterly Due Dhgence 

reports for the Company’s senior executives. Further, the Project Management 

periodically, usually monthly, presented a status update to FPL’s senior 

management. These presentations included a description and explanation of any 

budget variances or significant project challenges. 

12 Q. 

13 Execution Plan? 

14 A. 

15 

16 

17 

18 

Are these reporting mechanisms consistent with the PTN 6 & 7 Project 

Yes these reporting mechanisms are consistent with the MT\T 6 & 7 Project 

Execution Plan. However, the initial revision of the Project Execution Plan was 

finalized in September 2006 and is currently bemg revised by the PTN 6 & 7 

Project Team. These reporting mechanisms will need to be reassessed once the 

revised Project Execution Plan is complete. 

19 Q. 

20 and reporting project expenditures? 

21 A. 

22 

23 

Within the PTN 6 & 7 Project Team, who was responsible for tracking 

Responsibility for tracking and reporting project expendimes was held by the 

PTN 6 & 7 Business Manager. This individual worked with his team of Cost and 

Budget Analysts to review and approve sqpficant vendor invoices, and to track 
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the project’s expenditures relative to the PTN 6 & 7 Project’s annual budget. 

The processes for both approving invoices and tracking project expenditures are 

well documented w i t h  the PTni 6 & 7 Project. 

Did Concentric have observations related to the PTN 6 & 7 Project budget 

processes? 

Concentric has found that the PTN 6 & 7 Project Team acted prudently when 

developing its annual budget and in tracking its performance relative to the 

annual budget. The E‘TN 6 & 7 Project Team developed multiple reports that 

track budget performance on a cumulative and periodic basis, along with a 

process for describing variances in actual expendimes relative to the budget. In 

addition, Concentric found that the PTN 6 & 7 Project budget processes include 

multiple overlapping mechanisms that helped ensure that the project’s 

management and the Company’s senior management are well informed of the 

project’s performance. 

Concenuic has noted a need to revisit the PTN 6 & 7 Monthly Dashboard 

Report and specifically the Key Performance Indicators (“KPIs’r) which are 

presented in this report. These KPIs axe mainly focused on metrics that are 

relevant to the engineering, procurement and construction of the proposed PTN 

6 & 7 facility. Thus these KF’Is provide little insight into the current pace and 

performance of the project. The PTN 6 & 7 Project should consider revising 

these KPIs to focus on mecrics which are relevant to the licensing and permitting 

activities. 
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Please describe how the F’TN 6 & 7 Project Team produced and managed 

the PTN 6 & 7 Project schedule in 2009. 

The initial PTN 6 & 7 Project schedule was developed earlier in the PTN 6 & 7 

Project’s life cycle. Nonetheless, this schedule continues to be refined and 

managed using an industry standard software package developed by Primavera 

Systems, Inc. This software package uses the CPM of schedulmg to define 

activity relationships and resource loadings. Within the PTN 6 & 7 Project, the 

Scheduler, who reports to the Business Manager, is responsible for the initial 

development of and updates to the project schedule. 

The schedule that has been developed to date was periodically updated to reflect 

any new information that is received from the PTN 6 & 7 Project’s vendors. 

The method for updating this schedule, including the proper elecuonic format, 

was documented, and was communicated to project vendors to make certain that 

the PTN 6 & 7 Project’s expectations are clear. This process also facilitated the 

process by which FPL incorporates the feedback of project vendors into the 

project schedule. 

17 Q. 

18 

19 A. New Nuclear Project, Project Instruction 100 governs the development, 

20 

What procedures or project instructions existed in 2009 to govern the 

development and refinement of the PTN 6 & 7 Project schedule? 

rehnement and configuration of the project schedule. 

21 Q. 

22 

What mechanisms were in place to ensure that the PTN 6 & 7 Project 

Team is prudently managing its schedule performance? 
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The Pm 6 & 7 Project Team proactively monitored and managed its schedule 

performance on a weekly and monthly basis. A “Six Week Look-Ahead Report” 

was issued on a weekly basis to provide an update on the activities that were 

projected to start during the next six weeks. This report gave the PTN 6 & 7 

Project Team adequate notice of upcoming activities and allowed the team to 

plan their time accordingly. The PTN 6 & 7 Project Team has incorporated 

sirmlar repotting requirements into its contxacts with key vendors such as Bechtel 

and Black & Veatch/Zachry (“BVZ”). As a result, both vendors were required 

to submit monthly progress reports detailing their progress to date, including any 

projected delays. 

Did Concentric have any observations related to how the PTN 6 & 7 

Project Team managed and reported its schedule performance in 2009? 

Yes. Similar to FPL‘s management of the PTN 6 & 7 budget, Concentric 

believes the PTN 6 & 7 Project has taken adequate steps to prudently manage 

and report on its schedule performance. Nonetheless, the same opportunity for 

enhancement exists. The PTN 6 & 7 Project Team should revisit the KPIs 

presented in the Monthly Dashboard Reports and dscussed earlier in this section 

of my testimony to make certain the KPIs remain relevant to the current scope 

of development. 

Did the PTN 6 & 7 Project require the use of outside vendors in 2009? 

Yes, in order to avoid the need to recruit, train and retain the significant number 

of employees required to complete the COLA, SCA and other project activities, 

FPL used, and will continue to use, a number of outside vendors. These vendors 
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were utilized to produce the COLA and SCA amongst other tasks. In addition, a 

limited number of individual contractors were utilized to augment the project 

staff and w1 vacancies where appropriate. FPL‘s use of outside vendors and 

contractors is consistent with general indusuy trends and was clearly anticipated 

by the PTN 6 & 7 Project Execution Plan. 

How did the FTN 6 & 7 Project Team make certain that it is prudently 

managing and administering its procurement processes? 

FPL has a number of General Operating Procedures (“GO?) related to the 

procurement function. In addition, the ISC, which has overall responsibility for 

managing FPL‘s commercial interactions with vendors, produced a desktop 

Procurement Process Manual which provides more detailed insmctions for 

implementing the GOs. The GOs, along with the Procurement Process Manual, 

are sufficiently detailed to ensure that the ISC prudently manages the vast 

number of procurement activities that must take place to support an endeavor 

such as the PTN 6 & 7 Project. Additionally, these procedures clearly state a 

preference for competitive bidding except in instances where no other supplier 

can be identified, in cases of emergencies or when a compelling business reason 

not to seek competitive bids exists. 

19 Q. Did Concentric review examples of how these processes were 

20 implemented throughout 2009? 

21 A. Yes. Concentric reviewed each of the new contracts, purchase orders and 

22 change orders listed on Schedule T-7 of the Company’s Nuclear Filing 

23 Requirements. Relative to 2007 and 2008, the PTN 6 & 7 Project entered into 
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comparatively few new sqpficant contracts. In each instance, the contracts 

executed by the PTN 6 & 7 Project in 2009 related to extensions or expansions 

of scope for the PTN 6 & 7 Project’s existing vendors. Of the twelve contracts 

executed in 2009, the ISC’s Predetermined Sources (“PDS”) list was used four 

times. For the remaining eight (8) contracts FPL udlized single or sole source 

justifications to acquire a specific skill or proprietary technology. 

Has the PTN 6 & 7 Project Team taken steps to further strengthen its 

single and sole source justification memoranda? 

In Docket 080009, the Commission noted that FPL needed to take certain steps 

to further document the Company’s valid business reasons for not seeking 

competitive bids. In order to respond to this concern, the PTN 6 & 7 Project 

Team determined that further changes to the Company’s procedures were not 

required. Instead, the Company noted the need to enhance the training of 

project team members. FPL undertook this training in 2008 and reports that the 

Project Team has continued to address these requirements when completing the 

required documentation. Concentric has reviewed each of the single or sole 

source justification memoranda issued by the PTN 6 & 7 Project Team in 2009 

and noted adequate progress in addressing the Commission’s concerns. 

Specifically, project team members are focused on providing additional details 

related to past experience with the vendor (i.e., prior projects or RFPs) and 

describing how the current proposed rates compare with the rates proposed for 

similar projects. 
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What is a Predetermined Source and how has it been used by the PTN 6 

& 7 Project? 

In certain instances, FPL has identified a need to establish consistent and 

preferred vendors for particular goods or services. These vendors have been 

identified through prior competitive bidding or other evaluations of cost 

effectiveness for a narrow and predefined scope of work. Following this 

evaluation ISC permits the use of these vendors for future projects within the 

predetermined scope of work. 

How many PDS were used by the PTN 6 & 7 Project in 2009? 

As it relates to the execution of the PTN 6 & 7 Project, four PTN 6 & 7 vendors 

were authorized under the PDS process. These vendors are a joint venture 

consisting of Black & Veatch and Zachry Construction (“BVZ”), Westinghouse 

Electric Company (“WEC”), Bechtel Corporation (“Bechtel”), and 

Enviromnental Consulting Technology (“ECT”). Further details on each of 

these vendors can be found in the testimony of FPL Witness Scroggs. In 

addition, the PTN 6 & 7 Project utilized the PDS list for certain administrative 

needs such as office supplies. 

Does the PTN 6 & 7 Project Team expect the number of goods and 

services procured on a single or sole source basis to grow or contract in 

the future? 

The PTN 6 & 7 Project anticipates that the number of goods and services 

procured on a single or sole source basis will grow as the PTN 6 & 7 Project 

progresses. This results from the fact that many of the future goods and services 
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that must be procured relate to proprietary design information that is specific to 

a single vendor. Thus, it will often he impossible to locate another vendor that is 

capable of providing these goods or services without re-creating thousands of 

man-hours to replicate the initial plant designs. 

What processes were in place to ensure that the PTN 6 & 7 Project 

received the full value for the goods and services that were procured in 

2009 and that appropriate charges were invoiced to the projects? 

In order to ensure that the Company and its customers received the full value of 

the goods and services that were procured, the PTN 6 & 7 Business Manager and 

his staff were responsible for reviewing each invoice received from the major 

PTN 6 & 7 Project vendors including Bechtel, BVZ, McNabh Hydrogeologic 

Consulting, Inc., Golder Associates and Environmental Consulting & 

Technology, Inc. In aggregate, these contracts represent a majority of the 

support received by the PTN 6 & 7 Project from outside vendors. To perform 

this review, the Business Manager’s staff received the invoices from each vendor. 

Upon receipt, an Invoice Review/Verificadon Form that detailed what technical 

or functional representatives was responsible for reviewing each section of the 

invoice was attached to the invoice. This form and the respective invoice were 

then sent to each reviewer to verify that the appropriate charges were included in 

the invoice and that the work product met the PTN 6 & 7 Project’s needs and 

contractual provisions prior to payment. When discrepancies were identified, 

FPL sought a credit on a future invoice or deducted the amount from the current 

invoice depending on discussions with the vendor. Similar processes are utilized 

by the departments supporting the PTN 6 & 7 Project. 
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Were there instances in 2009 where project vendors were found to be 

including inappropriate charges in their invoices? 

Yes, for example, a vendor was noted to have included a s m a l l  number of 

markups to subcontractor bdlings since 2008. These charges were discovered by 

the invoice review process and by an audit of the vendor’s payments to 

subcontractors in spring 2009. Upon discovery of this item, FPL withheld 

payment of this amount when completing payment of the next monthly invoice. 

From time-to-time, FPL also discovered and challenged minor, inappropriate 

expenses from other vendors. 

Does Concentric have any observations related to FPL’s management of 

the ISC process? 

Yes, Concentric believes that while the ISC and invoice review and approval 

processes functioned appropriately in 2009, opportunities to further strengthen 

these controls for hture procurements may exist. These enhancements could 

include a formal guideline for procurements in excess of $5 million that any such 

bids received in response to an RFP are reviewed by the ISC roughly 

contemporaneously and with at least two people participating in the review 

process. Similarly, when a material delay is granted to one RFF’ respondent, all 

bidders should be notified of an opportunity to further revise their bid. 

Concentric has not observed, and does not believe there have been, any instances 

of impropriety in the PTN 6 & 7 RFP process in 2009 or prior years. This 

observation is made solely with the intent to prevent future challenges or 

concerns before they occux. 
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Concentric has also observed potential enhancements to the invoice review and 

approval process. Agam, Concentric has not observed instances where a 

deficiency exists in the current system, but believes further enhancements are 

warranted to ensure continued adequacy of this control. One manner of 

addressing this observation might include developing a simple spreadsheet to 

track invoice credits which are expected from project vendors. This centraked 

tracking mechanism would allow for a more robust review of potential invoice 

credits and assist the Business Manager’s staff in making certain that these 

invoice credits are received on time and as expected. 

Concentric noted two opportunities to improve the transparency of the Invoice 

Review and Approval process. Examples of how to improve this transparency 

include modifymg the existing Invoice Review/Approval Checklist to include the 

magnitude of each individds approval authority. This will create a more 

transparent audit trail and is consistent with the PTN 6 & 7 Project’s past 

practices. Additionally, FPL could modify the Invoice Review/Approval 

Checklist to eliminate the column whereby the technical representatives check a 

box to concur with the invoice. The review process could then be modified such 

that the persons responsible for the invoice review do not execute the Invoice 

Review/Approval Checklist unless they concur with the invoice. 

20 Q. 

21 

22 decisions? 

What internal reporting mechanisms were used to inform the Company’s 

senior management of the PTN 6 & 7 Project’s status and the key 
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The PTN 6 & 7 Project Team used a number of periodic reports to inform the 

project management team and the Company’s Executive Steering Committee, 

These reports are detailed in the direct testimony of Company Witness Scroggs 

and are used to make certain that the costs the PTN 6 & 7 Project is incurring 

are the result of prudent decision-making processes. These reports included 

both weekly and monthly reports that detailed key budget and schedule 

performance and solicited input for key project decisions. 

8 Q. 

9 

10 A. 

11 

12 

13 

14 

15 

16 

17 

Please describe what key decisions related to the PTN 6 & 7 Project were 

made in 2009. 

Consistent with FPL’s stepwise approach to managing the PTN 6 & 7 Project, a 

number of decision points were addressed in 2009. These decisions include the 

decision to withdraw the PTN 6 & 7 Project’s request for a Limited Work 

Authorization (“LWA”) from the NRC, the decision not to enter into an EPC or 

EP agreement in 2009, and the decision to extend the PTN 6 & 7 Project’s 

reservation agreement with WEC for the forging of certain ultra-heavy forgings 

(“Reservation Agreement”). Each of these decisions is more fully described in 

the testimony of FPL Witness Scroggs. 

18 Q. 

19 A. 

20 

21 

22 

23 

How have these decisions affected the PTN 6 & 7 Project? 

Foremost amongst the impacts of these decisions is the potential impact on the 

overall project schedule. The decision to withdraw the Company’s request for a 

LWA is not likely to impact the overall project schedule as it was unlikely that 

much of this scope of work could be completed in advance of the NRC’s 

issuance of the combined operating license. Similarly, the decision to extend the 
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8 cost for FPL’s customers. 

Reservation Agreement is not likely to impact the project schedule or cost 

estimate. This extension allows FPL to maintain its current position in line for 

these forgings at no additional cost to the company. The decision not to enter 

into an EPC or EP agreement in 2009, however, could lead to changes in the 

current PTN 6 & 7 deployment dates. As discussed by FPL Witness Scroggs, 

this decision results from extensive commercial negotiations, which have not 

produced a commercial agreement that would appropriately manage the risk and 

9 Q. How did the PTN 6 & 7 Project Team solicit FPL’s senior management’s 

10 guidance on each of these decisions? 

11 A. On an approximately monthly basis, the PTN 6 & 7 Project managers provided 

12 either a formal or informal presentation of issues facing the PTN 6 & 7 Project 

13 in 2009. These presentations focused on specific challenges and decision points 

14 such as the decision to execute aa EPC or EP agreement or withdrawal of the 

15 Company’s application for a LWA. In these presentations the PTN 6 & 7 

16 Project Team provided recommendations to FPL’s senior management team and 

17 then solicited senior management’s feedback and approval of this 

18 recommendation. In addition, where significant decisions to take action 

19 occurred (i.e., the withdrawal of the Company’s application for a LWA), the MT\T 

20 6 & 7 Project Team produced a Project Memorandum which explicitly discussed 

21 why this decision was made. This Project Memorandum is in response to 

22 Concentric’s recommendations in 2009. 
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1 Q. 

2 decisions in 2009? 

3 A. Yes I do. These decisions clearly reflect a management philosophy that 

4 maximizes FPL's, and its customers', flexibility in the near term. By accepting 

5 increased risk to the deployment dates, FPL wiU likely receive greater cost 

6 certainty in the future and avoid committing FPL and its customers to major, 

7 long term agreements prematurely. Such a management approach is clearly 

8 prudent in my opinion as it permits FPL to presenre the option to deploy 

9 additional nuclear capacity in the future while minimizing near term expenditures 

Do you believe it was prudent for FPL to make these management 

10 and risk. 

11 Q. 

12 

13 A. 
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22 

What other internal oversight & review mechanisms exist for the PTN 6 & 

I Project? 

The PTN 6 & 7 Project is subject to ETL's corporate GO procedures, but is 

being developed external to the FPL Nuclear Division. Thus, the PTN 6 & 7 

Project is not automatically subject to the Nuclear Division's policies. To 

address this condition, and to remain in compliance with the NRC's quality 

assurance requirements, the Fl'L QA/QC department developed a procedure 

that identifies which FPL Nuclear Division polices are applicable to the PTN 6 

& 7 Project. In response to Concenuic's 2009 recommendation, QA/QC staff 

created an electronic reminder to revise and update this procedure, QI-Z-NNP- 

01, in order to adapt to the dynamic nature of the project. 

Similarly, during 2009, the PTN 6 & 7 Project bas continued to develop its own 

23 set of New Nuclear Project Instructions which relate to the following activities: 
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Project instmction preparation 

Document retention 

NRC Correspondence 

COLA submittal 

Project management briefings 

COLA related document reviews 

Department training requirements 

Project schedule and configuration control 

Additionally, there were two primary active internal oversight and review 

mechanisms for the PTN 6 & &7 project; the FPL Internal Audit Division and 

the FTL QA/QC division. 

Q. 

A. 

Please describe the FPL Internal Audit Division and its function. 

The Internal Audit Division is separate from the PTN 6 & 7 Project Team and 

reports to the FPL Group Chairman and CEO through the Vice President, 

Internal Auditing. In 2009 the FPL Internal Audit Division tested the PTN 6 & 

7 Project's internal and financial controls to make certain that only appropriate 

charges were being billed to the project and that these charges were being 

accounted for correctly. Internal Audit presented its recommendations to the 

F'TN 6 & 7 Project Team in a report that was issued in November 2008 and the 

PTN 6 & 7 Project Team worked to address all of the issues raised in that audit 

through additional training and procedure reviews. A similar internal audit is 

currently underway. 

Q. Please describe the FPL QA/QC division and its putpose. 
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The FPL QA/QC division is responsible for implementing the Company’s 

Q d t y  Assurance Program which is mandated by the NRC in 10 CFR 50, 

Appendix B. The QA/QC division is separate from the PTN 6 & 7 Project and 

reports to the Company’s Chief Nuclear Officer through the Director of Nuclear 

Assurance. 10 CFR 50, Appendix B defines eighteen (18) criteria for a NRC 

licensee’s quality assurance program. It is the responsibility of the QA/QC 

division to ensure that FPL‘s quality assurance program meets these criteria and 

other regulatory guidance. 

What quality assurances activities, related to the PTN 6 & 7 Project, took 

place in 2009? 

In 2009, the QA/QC division was responsible for witnessing certain activities by 

the PTN 6 & 7 Project’s vendors. These surveillance activities included multiple 

in-person reviews of the sufficiency of the project vendors’ analytical techniques, 

qualifications and quality assurance programs. Finally, the QA/QC division 

monitored NRC qualtty assurance activities and suggested changes to the PTN 6 

& 7 Project to respond the NRC‘s findings at other new nuclear projects. This is 

an example of how lessons leamed from other new nuclear developers were 

implemented by the PTN 6 & 7 Project in 2009. 

Does the Company maintain other internal oversight and review 

mechanisms for the PTN 6 & 7 Project? 

Yes. The Company maintains other internal oversight mechanisms that ensure 

that the PTN 6 & 7 Project is prudently incurring costs. The first of these 

mechanisms is a FPL Corporate Risk Committee (“RiskCom”). This committee 
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consists of FPL director-level and other senior employees, and is tasked with 

periodically reviewing the project and its associated risks. The PTN 6 & 7 

Project Team did not go before the RiskCom in 2009, but the FTN 6 & 7 

Project Team reports that it is making arrangements to do so in spring 2010. 
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Did Concentric have any observations related to the PTN 6 & 7 Project’s 

internal oversight mechanisms? 

Yes. Concentric believes it necessary to make certain that the PTN 6 & 7 Project 

is reviewed by the RiskCom no less frequently than annually. If used 

appropriately, this peer review process can provide invaluable guidance from 

FPL’s wide breadth and depth of subject matter experts. In addition, this 

process can assist the PTN 6 & 7 Project management with identifymg potential 

future project risks. 

In addition, Concentric believes it would be useful for each department 

providing support to the PTN 6 & 7 Project to consider maintaining its own list 

of project risks. Concentric understands that the current process calls for each 

supporting department to meet with the PTN 6 & 7 Project management to 

describe and discuss project risk. A consolidated risk tracker is then maintained 

by the PTN 6 & 7 Project management. Concentric believes that by having the 

supporting departments develop and maintain their own risk trackers which 

provide input to the master project risk tracker these supporting departments are 

more likely to maintain a sense of ownership of each risk. 

Finally, Concentric recognizes that the economic and political climate in which 

the project exists continues to evolve in ways that could create unique challenges 
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for FPL. In order to keep the Project’s development on track, continued senior 

management involvement and overslght will be necessary. 

What external review mechanisms were used by the PTN 6 & 7 Project 

Team in 2009 to ensure that the Company is prudently incurring costs? 

The PTN 6 & 7 Project and FPL have been subject to several external reviews. 

These reviews are utilized to make certain industry best practices are 

incorporated into the PTN 6 & 7 Project and to improve overall project and 

senior management performance. These reviews include Concentric’s review of 

the Company’s 2009 expenditures and project controls, and the Florida PSC 

Staffs fmancial and internal controls audits. Additionally, as a publicly traded 

company, FPL Group must undergo an annual company-wide audit of its 

financial and internal controls. As discussed by FPL Witness Powers, these 

reviews were conducted by Deloitte & Touche, LLP in 2009. 

Are there other external information sources relied upon by the PTN 6 & 7 

Project Team? 

Yes. In 2009 FPL maintained membership in several industry groups that relate 

to the development of new nuclear projects. These groups include the NuStart 

Consortium, APOG, Electric Power Research Institute and the Nuclear Energy 

Institute, among others. Each of these groups provides the PTN 6 & 7 Project 

Team with access to a breadth and depth of information that can be used to 

enhance the PTN 6 & 7 Project Team’s effectiveness. For instance, these 

industry groups have been utilized during the preparation of the PTN 6 & 7 

COLA to identify and analyze potential areas of concern by the NRC and the 
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appropriate response to the NRC's Requests for Additional Information. 

Similarly, certain members of the ISC organization that maintain a matrix 

reporting relationship to the FIN 6 & 7 Project are also members of the APOG 
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- Supply Chain Management Working Group. This is a collaborative group that 

is working to enhance the supply chain management for all developers of the AP 

1000 through information sharing and potential joint procurement initiatives. 
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Did Concentric have any observations related to the external oversight 

mechanisms utilized by FPL in 2009? 

Based on Concentric's review to date, Concenmc believes the PTN 6 & 7 

Project Team is proactively seeking to incorporate best practices into the 

management of the PTN 6 & 7 Project. This is being achieved by retaining 

outside experts to review and comment on certain aspects of the project, and by 

soliciting external information sources that can provide useful guidance to the 

project team. 

15 Q. 

16 Project in 2009? 

17 A. No,itdidnot. 

Did Concentric identify any other observations related to the FTN 6 & 7 

18 Section VII: Conclusions 

19 Q. Please summarize your conclusions. 

20 A. 

21 

22 

23 

In 2010, Concentric has conducted a review of the Projects. This review has lead 

Concentric to a number of observations related to the Projects which are detailed 

in sections two through six of my testimony. In addition, it is important to note 

that for over three decades nuclear power has provided a number of substantial 
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benefits to utility customers in Florida. These benefits include electric generation 

with virtually no GHG emissions, fuel cost savings, fuel diversity, reduced 

exposure to fuel price voladty and more efficient land use. As a result, it is 

prudent for FPL to develop additional nuclear capacity for the benefit of its 

customers. In order to do so, FPL is carefully managing the EPU Projects and 

the PTN 6 & 7 Project through capable project managers and directors who are 

guided by detailed company procedures and appropriate management oversight. 

In 2009, these Projects made progress toward receiving their respective federal 

and state licenses necessary for implementation of each project. For the EPU 

Projects, this progress included the submittal of the first LAR for Pm and 

significant progress on the remaining three LARS required to complete the EPU 

Projects. In the case of PTN 6 & 7, this progress included submitting the COLA 

to the NRC and the SCA to the FL DEP. 

Both Projects also appropriately responded to the dynamic nature of their 

respective activities. For instance, the F’TN 6 & 7 perceived a shift in the pace of 

the project licensing and permitting activities and took action to defer long lead 

procurement and construction activities. Similarly, the EPU Projects have 

undergone an appropriate management transition with increased focus on site- 

level staffing. This transition was necessary to complete the implementation of 

the EPU Projects. This management shift included mobilizing the site resources 

that will be responsible for the day-to-day execution of the projects 

Does this conclude your testimony? 

Yes, it does. 
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John J. Reed 
Chairman and Chief Executive Officer 

John J. Reed is a financial and economic consultant with more than 30 years of experience in the energy 
industry. Mr. Reed has also been the CEO of an NASD member securities fm, and Co-CEO of the nation’s 
largest publicly traded management consulting tinn (NYSE: NCI). He has provided advisory services in the 
areas of mergers and acquisitions, asset divestitures and purchases, strategic planning, project finance, 
corporate valuation, energy market analysis, rate and regulatory matters and energy contract negotiations to 
clients across North and Central America. Mr. Reed’s comprehensive experience includes the development 
and implementation of nuclear, fossil, and hydroelectric generation divestiture programs with an aggregate 
valuation in excess of $20 billion. Mr. Reed has also provided expert testimony on financial and economic 
matters on more than 150 occasions before the FERC, Canadian regulatory agencies, state utility regulatory 
agencies, various state and federal courts, and before arbitration panels in the United States and Canada. 
After graduation from the Wharton School of the University of Pennsylvania, Mr. Reed joined Southern 
California Gas Company, where he worked in the regulatory and financial groups, leaving the firm as Chief 
Economist in 1981. He served as executive and consultant with Stone & Webster Management Consulting 
and R.J. Rudden Associates prior to forming REED Consulting Group (RCG) in 1988. RCG was acquired 
by Navigant Consulting in 1997, where Mr. Reed served as an executive until leaving Navigant to join 
Concentric as Chairman and Chief Executive Officer. 

REPRESENTATIVE PROJECT EXPERIENCE 

Executive Management 
As an executive-level consultant, worked with CEOs, CFOs, other senior officers, and Boards of Directors of 
many of North America’s top electric and gas utilities, as well as with senior political leaders of the US.  and 
Canada on numeraus engagements over the past 25 years. Directed merger, acquisition, divestiture, and 
project development engagements for utilities, pipelines and electric generation companies, repositioned 
several electric and gas utilities as pure distributors through a series of regulatory, financial, and legislative 
initiatives, and helped to develop and execute several “roll-up” or market aggregation strateges for companies 
seeking to achieve substantial scale in energy distribution, generation, transmission, and marketing. 

Financial and Economic Advisory Services 
Retained by many of the nation’s leading energy companies and financial institutions for services relating to 
the purchase, sale or development of new enterprises. These projects included major new gas pipeline 
projects, gas storage projects, several non-utility generation projects, the purchase and sale of project 
development and gas marketing firms, and utility acquisitions. Specific services provided include the 
development of corporate expansion plans, review of acquisition candidates, establishment of divestiture 
standards, due dihgence on acquisitions or financing, market entry or expansion stumes, competitive 
assessments, project financing studies, and negotiations relating to these transactions. 

Litigation Support and Expen Testimony 
Provided expert testimony on more than 150 occasions in administrative and civil proceedings on a wide 
range of energy and economic issues. Clients in these matters have included gas distribution utilities, gas 
pipelines, gas producers, oil producers, electric utilities, large energy Consumers, governmental and regulatory 
agencies, trade associations, independent energy project developers, engineering f m s ,  and gas and power 
marketers. Testimony has focused on issues rangmg from broad regulatory and economic policy to virtually 
all elements of the utility ratemaking process. Also frequently testified regarding energy contract 
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interpretation, accepted energy industry practices, horizontal and vertical market power, quantification of 
damages, and management prudence. Have been active in regulatory contract and litigation matters on 
virtually all interstate pipeline systems serving the US.  Northeast, Mid-Atlantic, Midwest, and Pacific regions. 

Also served on FERC Commissioner Terzic’s Task Force on Competition, which conducted an indusuy-wide 
investigation into the levels of and means of encouraging competition in U S .  natural gas markets. 
Represented the interests of the gas distributors (the AGD and UDC) and participated actively in developing 
and presenting position papers on behalf of the LDC community. 

Resource Procurement, Contracting and Analysis 
On behalf of gas distributors, gas pipelines, gas producers, electric utilities, and independent energy project 
developers, personally managed or participated in the negotiation, drafting, and regulatory support of 
hundreds of energy contracts, including the largest gas contracts in North America, electric contracts 
representing billions of dollars, pipeline and storage contracts, and facility leases. 

These efforts have resulted in bringmg large new energy projects to market across North America, the 
creation of hundreds of millions of dollars in savings through contract renegotiation, and the regulatory 
approval of a number of highly contested energy contracts. 

Strategic Planning and Utility Restructuring 
Acted as a leading participant in the restructuring of the natural gas and electric utility industries over the past 
fifteen years, as an adviser to local distribution companies (LDCs), pipelines, electric utilities, and independent 
energy project developers. In the recent past, provided services to many of the top 50 utilities and energy 
marketers across North America. Managed projects that frequently included the redevelopment of strategic 
plans, corporate reorganizations, the development of multi-year regulatory and legislative agendas, merger, 
acquisition and divestiture strategies, and the development of market entry strategies. Developed and 
supported merchant function exit strategies, marketing affiliate saategies, and detailed plans for the functional 
business units of many of North America’s leading utilities. 

PROFESSIONAL HISTORY 

Concentric Energy Advisors, Inc. (2002 - Present) 
Chairman and Chief Executive Officer 

CE Capital Advisors (2004 -Present) 
Chairman, President, and Chief Executive Officer 

Navigant Consulting, Inc. (1997 - 2002) 
President, Navigant Energy Capital (2000 - 2002) 
Executive Director (2000 - 2002) 
Co-Chief Executive Officer, Vice Chairman (1999 - 2000) 
Executive Managing Director (1998 - 1999) 
President, REED Consulting Group, Inc. (1997 - 1998) 

REED Consulting Group (1988 - 1997) 
Chairman, President and Chief Executive Officer 

R.J. Rudden Associates, Inc. (1983 - 1988) 
Vice President 
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Stone & Webster Management Consultants, Inc. (1981 - 1983) 
Senior Consultant 
Consultant 

Southern California Gas Company (1976 - 1981) 
Corporate Economist 
Financial Analyst 
Treasury Analyst 

EDUCATION AND CERTIFICATION 

B.S., Economics and Finance, Wharton School, University of Pennsylvania, 1976 
Licensed Securities Professional: NASD Series 7,63, and 24 Licenses 

BOARDS OF DIRECTORS (FAST AND PRESENT) 

Concentric Energy Advisors, Inc. 
Navigant Consulting, Inc. 
Navigant Energy Capital 
Nukem, Inc. 
New England Gas Association 
R. J. Rudden Associates 
REED Consulting Group 

AFFILIATIONS 

National Association of Business Economists 
International Association of Energy Economists 
American Gas Association 
New England Gas Association 
Society of Gas Lighters 
Guild of Gas Managers 
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Texas Public Utility Commission 
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Company 

Company Regulatory Policy, Rate of 
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Index of EPU Project Meetings 

Meetines 

I. EPU Executive Steering Committee Meeting 

a. Occurs: monthly 

b. Attendees: EPU Executive Steering Committee 

c. Purpose: Overview of major project issues, costs, schedule and budget 

2. Plan of the Day Accountability Meeting 

a. 0ccurs:ddy 

b. Purpose: review and report daily work plans 

3. Change Control Board Review Meeting (PTN) 

a. Occurs: weekly 

b. Attendees: managers 

c. Purpose: Review and approve Change/Trend at site level 

4. Monthly Cost Reviews 

a. Occurs: monthly 

b. Attendees: FPL management and Bechtel 

c. Purpose: review incurred and forecasted project costs 

5. RiskReview 

a. Occurs: weekly 

b. Attendees: managers 

c. Purpose: Review and track identified project risks 

6. Review of Key Performance Indicators 

a. Occurs: weekly 

b. Attendees: managers 

c. Purpose: Review Key Performance Indicators 

7. EPU Leadership Meeting 

a. Occurs: weekly 

b. Attendees: EPL and Bechtel site managers 

c. Purpose: discussion of project strategies and progress 

8. Plant Change Modifications 
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a. Occurs: weekly 

b. Purpose: 8-week look ahead meeting 

9. EPU Alliance 

a. Occurs: biweekly 

10. Bechtel Schedule and Cost Performance meeting 

a. Occurs: weekly 

b. Purpose: Review of Bechtel's CPIs and SPIs 

11. Integrated Supply Chain meeting 

a. Occurs: weekly 

b. Attendees: Senior management 

c. Purpose: 

12. Work Package Development Review meeting (stardflg in 2010) 

a. Occurs: weekly 

13. FPL Senior Management Meeting 

a. Occurs: daily 

b. Purpose: Discussion of progress 

14. Project Station Work Control meeting (F'TN) 

a. Occurs: weekly 

15. Project Challenge Meeting (starting in 2010) 

a. Occurs: weekly 

16. Vendor Integration Meeting 

a. Occurs: Qauterly 

b. Attendees: Vendor Integration Committee and major vendors 

c. Purpose: Review progress and interfacing between vendors 

17. CNO Meeting 

a. Occurs: Biweekly 
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Turkey Point 6 & 7 
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