
BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 


In re: Nuclear cost recovery clause. DOCKET NO. 100009-EI 
ORDER NO. PSC-10-0541-CFO-EI 

_______________....u ISSUED: August 23, 2010 

ORDER GRANTING REVISED CONFIDENTIALITY REQUEST BY 

FLORIDA POWER & LIGHT COMPANY (DOCUMENT NO. 06975-10) 


On August 17, 2010, Florida Power & Light Company (FPL) filed responses to staffs 
Seventh Set of Interrogatories (Document No. 06789-10) and Staffs Fourth Request for 
Production of Documents (Document No. 06790-10). Included in those responses were an 
employee complaint letter filed in response to Production of Document Request Number 21 and 
an investigative report (Concentric Report) regarding that letter filed in Response to Production 
of Document Request Number 25. Discussion of the letter and report were contained in 
Commission staffs audit report attached as Exhibit FR-l to the pre-filed joint testimony of 
Commission staff witnesses Lynn Fisher and David Rich. At the time of filing those responses 
to staffs discovery, FPL filed its Notice of Intent to Claim Confidential classification of portions 
ofthose responses and responsive documents. 

On August 2, 2010, Order No. PSC-1O-0482-PCO-EI was issued setting a Confidentiality 
Evidentiary Hearing for August 20, 2010, to consider confidentiality requests for all testimony 
and hearing exhibits that are to be used during the Nuclear Cost Recovery Hearing (main 
hearing). Pursuant to that Order, staff filed its list of issues to be considered at the August 20, 
2010 Confidentiality Evidentiary Hearing. Included in its list of issues for that hearing was 
FPL's response to staffs discovery and to the Concentric Report. 

During the Confidentiality Evidentiary Hearing, FPL stated that it withdrew its request 
for the confidential treatment of the Concentric Report, except for employee names and 
positions. On August 23, 2010, FPL filed with the Commission Clerk the revised confidential 
document with FPL employee names and titles highlighted to remain confidential (Document 
No. 06975-10). FPL asserted that the highlighted information is proprietary confidential 
business information within the meaning of Section 366.093(3), Florida Statutes (F.S.). FPL 
argued at the Confidentiality Evidentiary Hearing that the FPL employee names and positions 
should be kept confidential to protect FPL's competitive interests, since revealing names ofFPL 
employees would impair FPL's ability to hire and retain certain highly-skilled individuals. FPL 
stated that FPL employee names and titles as they appear in a report such as the Concentric 
Report, are intended to be and are kept confidential by FPL. FPL also filed a revised redacted 
version of the Concentric Report (Document No. 06977-10). A copy of the revised redacted 
Concentric Report is attached to this Order as Attachment A. 

Based on the foregoing, I find that the redacted information in the attached Concentric 
Report meets the requirements of Section 366.093(3), F.S. All prior requests for confidentiality 
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of the Concentric Report are superseded by FPL's filing of Attachment A and are deemed 
withdrawn. 

Pursuant to Section 366.093(4), F.S., the information for which confidential classification 
is granted herein shall remain protected from disclosure for a period of 18 months from the date 
of issuance of this Order. At the conclusion of the 18-month period, the confidential information 
will no longer be exempt from Section 119.07(1), F.S., unless FPL or another affected person 
shows, and the Commission finds, that the records continue to contain proprietary confidential 
business information. 

Based on the foregoing, it is 

ORDERED by Commissioner Nathan A. Skop, as Prehearing Officer, that Florida Power 
and Light Company's Request for Confidential Classification of Document No. 06975-10, as 
shown in Attachment A to this Order, is granted. It is further 

ORDERED that the information in Document No. 06975-10 for which confidential 
classification has been granted shall remain protected from disclosure for a period of 18 months 
from the date of issuance of this Order. It is further 

ORDERED that this Order shall be the only notification by the Commission to the parties 
of the date of declassification of the materials discussed herein. 

By ORDER of Commissioner Nathan A. Skop, as Prehearing Officer, this 23rd day of 
August 2010 

NATHAN A. SKO 
Commissioner and Prehearing Officer 

(SEAL) 

LCB 
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by Section 120.569(1), Florida 
Statutes, to notify parties of any administrative hearing or judicial review of Commission orders 
that is available under Sections 120.57 or 120.68, Florida Statutes, as well as the procedures and 
time limits that apply. This notice should not be construed to mean all requests for an 
administrative hearing or judicial review will be granted or result in the relief sought. 

Mediation may be available on a case-by-case basis. If mediation is conducted, it does 
not affect a substantially interested person's right to a hearing. 

Any party adversely affected by this order, which is preliminary, procedural or 
intermediate in nature, may request: (1) reconsideration within 10 days pursuant to Rule 25
22.0376, Florida Administrative Code; or (2) judicial review by the Florida Supreme Court, in 
the case of an electric, gas or telephone utility, or the First District Court of Appeal, in the case 
of a water or wastewater utility. A motion for reconsideration shall be filed with the Office of 
Commission Clerk, in the form prescribed by Rule 25-22.0376, Florida Administrative Code. 
Judicial review of a preliminary, procedural or intermediate ruling or order is available if review 
of the final action will not provide an adequate remedy. Such review may be requested from the 
appropriate court, as described above, pursuant to Rule 9.100, Florida Rules of Appellate 
Procedure. 
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ElI:ecutive Summary 

nus report is the result of an approximately two month long investi81ltion undertaken by Concentric 
Enezgy Advisors at the request of Florida Power & Ught's Law Our investigation was 
triggered by a letter that \ws sent to FPL Group's CEO from 
witbin Ihe nuclear division of FPL. This letter mAde 

management's pcr£ollnllnce re8'lrding the cost estimation and project contro1s functions of the 
Company's Extended Power Uprate projectll. IIlld raiJed concerns about the timcliness and reliability 
on~pvs internal and external reporting of EPU-relatcd informAtion. 

Our investigation has focused on two sepllrate lets of issues stemming from the letter IIlld our 
subsequent informAtion gathering process: 1) whether FPL's decil!lOll to continue punuing the 
l!PU Project in 2009 \WI prudent. and whether the costs that have been incurred for this projeet 
were aD prudently incutred. and 2) what policies. procedures or prltctices within FPL's EPU Project 
may need to be revi.ed or reinforced to address the concerns raised in this letter. 

Our investi81ltion haa included 13 in.terviews and the revic:w, or re-revlew, of thousands of pages of 
documentation prodllced by tbe EPU Project in 2008,2009, lind 2010. \Ve have concluded thllt: 

1. 	 FPL's decision to continue pUCS\:ling the EPU Project in 2009 was prudent and was expected 

to be beneftdal to FPL's custOlners; FPL propedy considered An updated cost estimate in its 

updated feasibility lInalysis in July 2009, which reinforced tbe conclusion that significant 

benefits \ft1'e expected £rom the Ptojeet. 


2. 	 All of FPL's expenditures on the EPU Project have been prudently incurred. 
3. 	 Certain information ptovided by FPL in the 2009 NCRC was out-of-date and did not 


represent the best informatioll available lit that time; FPL B currendy taking steps thllt 

Concentric believes will address this concern for the future. 


4. 	 The EPU Project manAgement did not consistently folow c:ermin procedures dlllt wcrl! 

intended to govern this project in 2009: in Ilddition, the Ptojeds senior mllMgelnent in dle 

flCSt half of 2009 \VIlS slow to reII}lond to concems that were raised regarding the Project's 

cost estimates; these Blue. IU."e currendy being addressed by the senior I~ement team 

that was instAUed in the second balfof 2009. 


5. 	 FPL should consider taking certain Actions thllt are discussed in the body of this report to 

strengthen the Project Controls organizAtion lind to better CIlSUl:e compliance with existing 

procedures. 
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I. Introduction 

On FebnlUY 19, 2010 Mr. Lewis Ha)', the Chairman"~Ji.iii.i 
Inc ("FPL Group" received a lettcr II!! 111_._ 

Lettcr perfotmancc in Nuclear 
imPlorc \vidtin ~mp:ry"'FPI 

",ver Uprate in 2009" and R1legations rclated to the reporting of this oetformance to FPL's 
executive management And thc Florida Public Sc:tvice Commission ("FL PSCj 

Concentric Enetgy Advisors, Inc C'Concentric'~ was provided an c1cctronic copy of this letter by 
FPL's LAw and Regulatory Affairs Departments on March 10,2010. A copy of the letter is attached 
as Exhibit 1. Following initial discussions between Concentric and FPL, Concentric was retained by 
FPL's LAw DepArtmellt on Msuch 15, 2010 to conduct An independent investigation of the claims 
and matters set forth in the"'Letter.2 A copy of Concentric's letter is included AS 

Concentric's investigation of the allegations raised in th~Letter explicitly excluded mattets 
related to the performance review of and a~humAn resou.rces related mattea. 
Concentric uudctshlnds thAI these lnattCIS are being nnd will continue to be handled internally b). 
FPL's HUmAn Resources Department. 

The rermindcr of our report is organized into eight sections. Section II presents a summary of 
Concentric's wot~that WAS used to petform this investigation. Section III includes II semmar)' 
response to th~Lettcr, including reference to an interlincated copy of the_Letter. 
Section IV presents A chronolog)' of key evenll related to the _Letter occumng tween 
January 2008 and March 2010. Section V =>:iews Concentric's fin~lated to FPL's dcclsion to 
proceed with the Extended Power Upl'llte Projects at the Company's St. Lucie {"PSL', and Turkey 
Point C'l>'IN', Nuclear Power plants C'EPU Projects". As discussed further in this 6ection, 
Concentric has focused its attentioo in this matter on the nuclear units in floridA due 10 the atate 
regulAtory structure. Section VI reviews the inlplicatiOns of the _ Lettet ADd Concentric's 
investigation ofFPL's Activities in the Nuclear Cost Recovery Clause~" dockets ill 2008 lind 
2009.' A review of Concentric's findings related to the flow of information from FPL to the FL 
PSC and its shiff ("FL PSC Staff', can be found in Section VIL Similarly, A review of the flow of 
infotlIllltion within I'PL can be found in Section VIII. Fmally, a 1evlew ofConcentric's fll1dings and 
apeclfic recommendations can be found In Section IX. Theae recommendations should be read io 
conjunction with the pre-filed direct te6tl!nony of Mr. John J. Reed, filed with the floridA Public 
Service Commi.sion on March I" and Ma)' 3td in Docket 100009-£1. 

Exhibit 2. Pursuant to ConcenmC's 
Law Department, and spcdli.cnUly 
All dahl requests were sent 
Concelltric's findings and rcc:on:mumdlltiC>l18 

I _tide"Ofth~eriC 
.~~. - ~:~ . .Letter &am to Jolm a!ion of Februasy 19, 2OtO 

conupondoac. to Mr. ,1OUpChairman and cno,l!Ifarch 15,2010. 
l FL I'SC Dodcett 080009-EI &: 090009·EI, In Rt: Nuc:t.u Cost RtCOYC<)' Clause. 

Page 1 of23 
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II. Concentric Overview and Wotkplan 

Concentrlc is 1\ management and economic consulting fum based in Madborough, MA. Concentric 
has previously been rewned b)' FPL to provide regulatoJ:y support on a variety of matters including 
testimony befote the Fr. psc. A list of Concentric's prior work for FPL is provided in Exhibit 3. 
Concentric's work plan for this investigation is provided below. 

A. Ovmiew ofScgpe 

Concentric's scope of work regarding the investigation of aIleglllions contained in the_letter 
included I fAcr:ua1 review of the C\'ents between August '1IXJ7 and March 31, 2010. Concentric then 
sou.todeten:ni.ue how this set of events supportc;d or conlJ:ltd1cted the lIlIegations contained in 
th _.. letter and affected the distribution of information withln FPL and to the PL PSC. FinaUy 
we have provided our recommendRtions for improvements that will help ptevent similar issues froln 
occurring in the future. 

As outlined below, the Assertions outlined in the_ Letter Iugely fall within two CAtegories: 1) 
the prudence ofFPL'SIlCtiOIlS And the di8trib\ltio~ortnlltion to the PL PSC and; 2) the lntental 
distribution of EPU Project-related information. 

B. Sources ofinformation 

Concentric's investigation into this matter relied upon two prirnaJ:y pathways for Info£tDation. First, 
Concentrlc submitted " number of requests for documentation to FPL in order to deepen our 
knowledge of the A1legatioll$ set forth in the ~er lind to independently confirm details 
provided to us in the interviews described bel~g of Concentric's document requests can be 
found in Exhibit 4. 

Conoentrlc also requested and conducted 13 sepante interviews.. Bight of Concentrlc's interviews 
were collducted in persall at dle offtcel ofFPL or at an off-lite location, depending o:tl the location 
of the interviewee. TIle remaining fIVe interviews were conducted viII telephone. An of 
Concentric's interviews occurred between tile weeks of Marcb 15 and Aprl112. Conoentrlc selected 
specific individuals to be interviewed based upon the allegations conlalned in the~tter, our 
prior lnterv.icwa, lind Concentric'. undentanding of the EPU Project o.cganizauon. Concentric 
considers the nalnes of the individuals we interviewed to be conftdentiaL Prior to beginning each 
interview, Concentric rt:Viewed the FPL Code of Businels Conduct and Ethics (the "Code") with 
each interviewee. 'Thb revlew included R specific: dIscussioll of ellch employee's "responsibility to 
report IIny actual or su~pected violation of II law or regulation, Any actual or suspected fmud, lind tilly 
other violation or suspected violation of this Code. .. • Similllrly, Concentric reitel.'llted the COlnpany's 
lion-retaliation commitment outlined in the Code.s At the conclusion of each interview, the 
imervicwees we.te given an oppoctun.ity to ral.e any additional eoneemlJ they may have hiW. 

TIle informl\tion COllcentrie relied upon in IIlis investigation \'III1S supplemented by Concentric's 
cxistit~g knowledge of the EPU Projects' otgani:mtion lind activities. 

• FPL Gmup, Inc, Code ofBusi ..... Conduct.nd Btbia, most rc:cenllr ~ Oc:tobcr 16, 2009, po 2. 

• Ibid. 

PAge 2 of23 


ICDR 8.3 Supplemental CONFIDENTIAL 011402 


http:Conduct.nd
http:deten:ni.ue


ORDER NO. PSC-IO-0541-CFO-EI 	 ATTACHMENT A 

DOCKET NO. l00009-EI 
PAGE 9 

FPL 152903 
CONFIDENTIAL NCR-tO 

CONFIDENTIAL 

C. 	 Independence 

TIuoughout Concentric's investigation into the allegations contained within the "Letter, 
Concentric maintained our indet>e.!!dence from FPL's Law and Regulatory Affairs Deparbncnts. 
Our Rpproach to investigating the_ Letter and the allegations controned therein is our own, 
and not tile result of specific directions from FPL, its employees, or contractors. To this end, FI'L 
did not place any constrAints on Concentric's access to current and former employees. Lastly, 
Concentric was not constrAined by budget or schedule expectations on the part ofFPL 

Concentric's findings in this Illatter are based upon our review of original SOllrcea. Concentric: did 
not rely solely upon statements bI FPt employees or contractol,... Instead, Concentric reviewed and 
verified asserdom made in the Letter and Concentric's interviews with contemporaneous 
docwnents produced by tlle EPU Pro/ect team ,vhcnever possible. The documents relied upon as 
part of this investigation Are presen ted in Exhibit 5. 

D. Report Otgani?41tinn 

Concentric's report is divided into two major categories. First our report addressea those items 
which are dil"C:crly related to die FL PSC and prudence of FPL's decisions Rlld actions. Second, 
Concentric has reviewed and addressed the development and distribution of information witllin 
FPL Concentric notes this division is necessary to differendate those matters which may affect 
FPL's recovery of cosb and interaction with the FL PSC, from those IIlAtters '"hich represent best 
practices in the de\relopment and distribution of information within FPL 

SectiollS III and IV of the report provide factual backgrounds for both categories of tbis report. 
Sections V through VIII address the matters related to the FL PSC and the prudence of FPL's 
decisions and actions. Finally, Sections IX and X address FPL's development and internal 
distribution ofinformAtion reLlting to the EPU Project forecast. 

E. 	Kc:,y qnestions 

Concentric'. revie\v of the aUegation! raised ill th~Letter Alld our interviews, identified three 
kc)' questions which are related to the prudence of~actions. These key questions are intended 
to detennlne whether any imptudent costs were passed onto FPL's customers, or jfFPL did provide 
relevant information from the FL PSC. 

1. 	 Did FPL make the correct decision to proceed with the EPU Projects in 2009 in light of the 
best information AvRilabie At the time decision was made? This question is II thresbold issue 
for aS8Uring prudent conduct on the part of FPIft 

2. 	 Were tillY costs incurred that should not be passed on to FPL's customers on the grounds of 
imprudent decision-making? 

3. 	 Was the information provided to the FL PSC and the intecveners ill each of the NCRC 
doclccts accurate, cons.istent, timely and reliable? 

Concentric also identified two Iccy questions which relate to the internal development and 
distribution of RPU Project-related Inforlllation. nlese key questions are hltended to detetmine if 
FPL's executive management were infonned as to the direction of the EPU Project. 

Page 3 of23 
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1. 	 WIIS the infOlIllIItion flowing from the EPU Projects to FPL's executive mIUlllgement 
IIccumte, timely, consistent, and reliable? 

2. 	 What polices, ptocesses, lind proce~ jf any, need to be reviewed Q5 II result of 
Concentric's findings? 

III. RespolllC to_Letter 

Exhibit 6 pte5entll a copy of Ih~ Letter to which Concentt:ic has added its summary-level 
obsetVllUona thAt resulted from our investigation of the allegations comained therein. In addition, 
each observation contllins a cltation to this report. 

As can be seen in Exhibit 6, most of thc &ctual a6&ettions raised in the_Letter were showl!. to 
be IIccurltc. Specifically, C~eenttic haa noted documentation whiCh eonftttm ..... 
•tatements related to the timing of the initial seoping studies by Shaw and the ongoing ehanges in 
the ovetalJ project scope. However, Concentric believes dlc evolvlng 8COpe of the EPU Projects to 
hllve been the predictable RfIUlt of the regulatory and engineeclng r.ctors wlticlllll'C inhetent in Rny 
complex nuel"r retrofit project. 

Atong these same lines, Concenttic hu reviewed certain reports relied upon by . j to 
support his aaaettion that liS ofNovember 2009, the EPU Projects \VetC continuing to measure their 
cost petfOl:tnllnce relative to the original 2fXf1 cost estimates. These reportJ. the November PIN 
Total P~ect Cuh F10w Report' md the PSL AllIlUJ.l Project Cuh F10\V Report" confirm~ 

_ assertion. However, IIU of the Executive Steering Committee ("ESC, presentations dncc 
~2009, and specifically in November 2009, used the updated cost furecut! 

Concentric .lso found evidence which indicates the ___and the_ 
..--werealerted to the potential forundetell~lyasAp~ 
~ were noted throughout the KCOnd half of2008, and .pecificall)' in December, 
2008 \vben theae individuals were presented with II preliminA!:)' teViaed foteCllat for PSI.. nus 
followed tho BWlltd ofan engineedng. procurement and constmctian ("E.PC") conl:l:llct for the EPU 
Projects to Bechtel Corpomtian C"'Bechtel',. At this time, the l>5L Project Team WIIS told to 
continue refining theU: forecast until February 2009 when it WitS revic::wcd again by the EPU sc:rUor 
lnallllgement. A. noted in Section IV, the forecast presented in FebtulU)' 2009 \Vas si8l'iflCllndy 
higher than tiu, 2008 forecast. 

::!::~:~b~e!cr!edlble.!I!·fIbe::buis of this finding includes Concelltric'sto~etld on a IlOIl.ananyl1lO1.ia~ cited Moreovet, Concentric 
CIIp&bIe project controls employee WI «It:rong background within his 

employment history includes the previous positions noted in the_ 
LetterlO of prior project controls employment lUI .. contractor lit PIN sne, as 
well as othet nucleu &cilities in the us. FPL had enough confidence to 

TOI1II 'Projet:t Cub n-, I"JN BPU Projccr2009. NoYmIber 2009. 

AmtuaI Cub ~, PSI.. EPUP=lcct, October 200!). 


• ~ JIowerUpoola. n-:ulino ~ Cotnmittee. St. Wcie nnd Turkey Paint N....,mber 13,2009. p. S. 
• CR 2008-11....3. ApdI3. 200IL 
.. ~.p.2. 
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fit birojPonSibility for multiplc major projects and a ataff of approximtltdy 100 people. II While 
was not aWlire of all of the development. and documents !elating to the prepuation and 

presentation of cost esthmte5 lind his knowledge of the information flow for the EPU Projects 
ceased when he left the Project in July. 2009, his letter is lugdy factnall), accuntte." 

IV. Chronology of Eventll 

A chronology of the EPU Project. is presented in Exhibit 8. A summary of the chronology. 
including the major e\'ents relevAnt to Coneentric's rcvie\v are highlighted below. 'This ehr()!\ology 
was used to more fully understand the ongoing dynamics of dIe EPU Projects and the precise timing 
ofcertain EPU Project activities. The SUlltnllU:Y presented bdow should 110t be used as a substitute 
for II revie\v of the entire duonology presented in Exhibit 8. 

A. Cbronolgg)' 

The EPU Projects began il12007, at which time FPL undertook an initial scoping stndy to determine 
a rough o.rder of magnitude (",ROM") cost estimate based UpOll 11. ptelimi1llUY _:;smcnt of the 
components which would ttquirc repl*cement to opemte PSL and PIN .t tbe upmted conditionsP 
Com:entric: understands, as originally proposed. dlC EPU Projects were expected tn commence 
opetatlons post-2012, but the schedule WAS advanced following the FL PSG's rejection of the Glades 
Power PAIk Determination ofNced in 2007.1~ FPL filed for B Detel:rrlitWion ofNced for the EPU 
P.tojects on September 17, '1JJ07.1! 

In the winter of 2007 and 2008, FPL retAIned Shaw to .te\'iew FPL's lnidlll scoping study 2nd to 
confJ.tlll or reject the lCSults of this analysis. Concentric IIllrle.!ltllnds from our interviews (hat these 
lItudiea generaUy confirmed the l1'pL acoping lIllalysie. but some d1screpanc:les related to the 
tepIlcement or refurbishment of certain components existed for Tuikcy Point. The initial cost 
estimate included II contil)gency aI.Ioc:ation of apprOll:imtltely 45%." 

In April 2008, the EPU Project team assigned to PSL (the "PSL Project 'fearn" identified the 
potential to exceed the original FPL & Shaw scoping e.stimlltes. At this time, the PSI. Project Team 
initiated Condition Report 2008-11443 (dte "CR.', which stated the "EPU Project Feasibility Study 
mtI)' not have ClIptured the fuIllpcctr:um of modificatlonsnecesw:y" fot the uPl'JlteP In response 
to this en, the EPU Project team developed II "High rusk Mitigation Plan" which was attached to 
the CR.'" The High Risk Mitigation Plan included 1\ lilt of ACtions which were required to be 

1\ Ibid. 
.'OOIiilied eo..c"ntde .nd l'PL vi.......il 01\" ~~~~'f.~:~;::"~:;RtmJ.:!~.;Jiu. of tbiJ emoUl is ItIIChed lIS Exhibit 1. 

Concentric reported this .",.;1 h> I'PL'. r_ Dcputmel\t. It i. eo"""ntdc". "..d4.co"'nding lhio malter _ 
~ by lb. !'Pr.Humsn Rcooun:a ("Hll'") Department. 

1.1 llIodd. Power &< Light Compony'l Petition 10 DetumiM Need ,&.t a.p-lon of EIectdcaI Power Piantl and Cor 
:Bxemption. from RuI" 25-22.082, F.A.c., DocbtNo.07QG02·m, September 17, 2fJI1l. 

H I'Iorida Public: SuYice Commission. On!crNo.l'SC()&.OO21-POp..m,]1Im.1Il:)' 7,2008. 
IS FIodda Po.ou &< Light Company. PcIition to D.tenui.... Need Cor Bsp....ion of I!Iect:dcal Power Planb and Cat 

&emption Iicm Rule 25-22.082, I'.A.C., DocIrcI No. 0706(I2.Bl, Seplember 17. '1fI11. 
,. Ibid. 
IT CB.2008-U443,"Dellailed DCJCriprion.H ApriU. 2008, po 1. 
.. lbid.,p.a 
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team including prepru:arion and submission of a revised cost estimate 

:~111!0!t!hu!li~temsr:~':111e High Risk Mitigation Plan was signed by the 
not the Concentric docs 

W1IS ever completed. Concentric also requested 11 

copy of the revised cost estimate described in the High rusk l\iitigation Plan, but WllS told that this 
document could not be located, no! could its existence be confianed." 

Throughout the period from Allgust 2008 to November 2008, the PSL trend register indicated ... 
potential for underestimation of the EPC costs for the PSL EPU. On November 7, 2008 the EPU 
Projects' EPC vendor submitted A ~ised forecast of $262MM for the PTN EPU." This compares 
to the seoplng anAlysis Assumption of$225MM!' 

In December 2008, the PSL Project Team again identified the potential to exceed the original 
forecast foHowing the execution of the EPC agreement widl Bechtel. A preliminary. revised forecast 
for PSL WIIS prepared and provided to the EPU Project management at that rime. EPU Project 
management. however. requested that the PSL Project Controls group further refine md develop 
the revised forceut. 

CR-2OO8-37753 \ws Wt1tten by the PSI. Project Team in December 2008 and noted tlle EPU Project 
is a major change for PSL and should bave a ehange management plan in place. In IIddition, CR. 
2008-37753 goes on to state that CR·2008·1'1443 was closed with several future RctiOllS contained 
within Arisk mitigation pIlUl and tmcked seParAtely within the EPU Risk Mitigation Program. CR
2008-37753 concluded dlat there W8$ 1\ "missed opportunity" to treat CR.·2008-11443 lIS a change 
management plal1.2l 

A second meeting to review the rcvised PSI. forecast occurred in February:iil This meeting 'VIIS 

attended by the BPU tearn and reportedly included ... _ who WIIS 

appointed ofJanuary 2009, and the PSL Project Team. At 
this time with R foreast of approximately $785 MM for 
PSL, lin budgct.2J. It 'VIIS repo!:ted to 
Coneenme that with a number of 
questions related to refinement of the 
foreeut. 

A similar exer:dse \WS undertaken for PTN in Ma.rch 2009. and PTN began to tepo.tt its 

~:;ii'iiiiiii.rcv.lsediiiilt;fOrecut. However, the PTN Project Team WIlli inStI\1(:ted by
tl revise the initial reports, to measure cost performance relative 
to dle revised estimate stiU bad to be "validated," md beesuse 
an [was] about to begin to evaluate ll7JN's] estimated cost to complete for the 
PIN EPU l)roject.'~ 

,. 'Ihe) .. ""8, 2D08 Rilk ReaiOlet indudH on itenl which Is aimlIar to the Higl> R.i.k Mitigation Plan, but lhe documentl 
required to closa out lhia H.if.h W.k l>lirigation Plln could not be !oared. 

.. Extended PO\ftr UpralH. ProJect Up...-. Tutk<:)' Point,July 25, 2OO\l, pp. 25·26• 
•, Ibid. 

090217 R":!V;"wcd.,,bJ, "PSL EPU Project1'otal,M ~b"",ry 17. 2009 • 
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On May 1, 2009 in Dockct 090009-El 
bcfol'c the FL PSC. thc "nlC EPU Projects arc 
progressing on achedule and within budget." pre-filed direct testimony stilted 
"I'1u:re are no changes at dlis time to the total non-binding cost estimatc provided in Mil)' 

Docket 080009-El.,,%tI At dIe same time, FPL submitted dlC direct testimonies 

At me end of Mft)' 2009, me EPU Projcct management team reported to the ESC that the Bechtel 
BPC estimates hRd increased to a level in excess of Bechtel's indicath·e bid?' 111c ESC is charged 
with cO!pOmte goVenllIllCe of the EPU Project, and includes FPVs Prcsident, Chief NuciclI! Officer, 
alief Financial Officer, FPL Group's President, and severnl otbers. This increase WIIS reported to 
be the result of hlgher than expected projections of field nOll-lllIUlusl and manual labor hours." 
Similadr, the current EPU estimates. were reported to include redundant project mRnagernellt and 
O\"etslght costs which tbe EPU P~cct management team believed may be able to be eliminated to 
redncc the EPC vendor's forecast. Finally, it WIll .reported mat the EPU scope had grown larger 
thRn me indicative bid presented hl NoveRlbec 2008. '111C EPU Project Inauagcment team noted 
that the cuttent cstimates were based on preliminary design information, and that the project was ill 
the process of refining new "level t" estimates.J1 A target completion date ofJune 30, 2009 fot the 
lIew "level 1" estimRtes WIIS presented to the ESC at this meeting.~2 

Following the May 2009 ESC pl-esentation, the EPU Project manllgCment tClun undertook an EPU 
Modification Scope Revie\v fOJ: both PlN and psL.lI The results of the$e tevicv.'S were reported on 
June 16,2009 and recommended the elimination of it substantinlnumber of modifications as not 
lleccss~11 to opemte Juan uprated condition.'" 

The subsequent ESC meeting \Vas held on June 2.~, 2009.'5 In this presentation, tbe EPU senior 
management team noted that me EPU Pfojects were completing "level 2" estilllRtcs and reiterated 
thc concerns relAted to the EPe estimates since Bechtel's indk:ative bid in November 2OOS}' This 
presentation was relatively shott and precipitated a much more detailed costreview inJuly 2009. 

During the inten'ening period between the June and July 2009 ESC presentations, the EPU Project 
team expended consioo'llble effort to produce a dct:illcd, "line-by-line" cost .rcview for both the PSL 
and PIN p.tojcct. Concucrently, It decision to replace tllC EPU seroo! management team WIlS made. 
Ali! IIresultFPVs executive team reauited four em 10 ees for the EPU Pfo'ect team lllcludin a new 

21 Direct T ••cimony'9t tDoeket No. 090009-1H,Ahy 1.2OO!l. 

,. Ibid. at pp. 2-3. 

rt P1orid. Power & J.ight Corup.ny'. Petition fD< App..."'" ofNuclcAr P""",. PlIInt Cost Reco\'e1)' Amount fOJ: the 


l'exiodJlUlu8I)'- Dece ... ber 2010, Ma)' 1,2009. 
21 R:mnded POWl'c lJpnt.."s. Executive Stusing Co.mmittu Update, Saint Lucio &. 1'm:ke)' Point. MAy 2009 p. 3. 
H Ibid.. p. 14. 
)0 Ibid. 
!I Ibld., p. 15. 
12 lbid~ P. 18.. 
II !'TN EPU Scope Rev;"w datedJulte 2OO!l, PSL EPU ModjfJCllrion Seopes R.!vicw dated June 16, 2009. 
,. Ibid. 
.. :a:xt.endcd Powcr Up"'!,,'. H .. oclttivc Steering Committee Meeting. Saint Lucie &. 1\trbyPoint.]une 23, 2009. 
!<I Ibid., p. 12. 
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These individuals \\Jete selected lind recruited from within FPL 
July 25, 2009. 

At the July 25, 2009 ESC presentation, the new EPU senior mllmlgetnent team WI1S introduced lind 

the ESC was briefed in det.a on the revised cost forecast. At this time, the forecast for PTN \VIIS 


tevised upward by approximately $161 million from $749 mi1Iion to $910 millionY Similarly. the 

PSI. foreem was revised upward by approximately $140 million from $656 million to $796 milIion,

The alides whic11 pmscnted this information to the ESC noted that the "CUttent budget" WIIS bc1ng 

increased to the "cutrent forecast.'''' Simultaneously, the ESC was advised that the May I, 2009 

NCRC feaJl'bility filing had been baaed on included the odginlll 2008 con forecast, lind revised 

fenllibility scenarios wac ptclented based upon the current rorecu.t liS ofJuly 25, 2009."'" 111_ 

Imsed fc:uibiUIy sCClllldos confumed the continued cost effectiveness of the EPU Projects. FPL 

bas reported that the ESC assigned additional actiotl itema relnted to the revised forecast to the EPU 

Project MlInagemcllt Team. These Action items included continued negotiation. to reduce Bechtel's 

C08tJ. 

Follo\ving the July 25, 2009 ESC meeting, •••IJeft the EPU Project gnd returned to FPL'$ 

Nuclear projects Department}1 


No ESC meeting was held in August 2009, but both EPU Projects produced a cash flow report. In 
the cue of PTN. the Total Project Cash How report was not updated to reJleet the revised fo.r:ecast 
tblIt had been presented to executive mIIllIIgeme.nt on July 25, 2009.n In contrast. the PSI. Annual 
Project Ush How report WlI$ reviewed, the budget perfomlAnce indicator was changed to red. lIIld 
the total project cost 3Umnw:y presented on this ttport continued to be shown u ''under review,'''' 

i!i!!i!~~N~CR~C hearings in TallAhaSlcc began. Dttting these hearings dle_
that should he be uked the SlIme question, contained withb~ 

IIIlI\VCrs would remain the same:" 

On September 9, 2009, the ESC 'was presented with a newly revised forecast that further increased 
the cost the EPU Projects by approxlmately $104 MM totlll for both sires.n 'Thi, presentation stated 
that approximately 30";' of the total project costs hAve "high cenalnty,'''' 

At the October 22, 2009 ESC meeting. the ESC WIlt advised that the eutreslt forecut fot the 
projects \Ya3 unchanged, but ht the contingency had decreased by apptoldmately $12 millioll." In 

4Iaddition. the AFUDC estimate \VIIS decreased by approximately $150 mi1Iion to $200 mllIiO.ll. A 
footnote in the presentation iudicates the AFUDC _ reduced to teflect FPL', pro-tAtII share of 

J1 B:mnckd Powet upratca, I'mjectUpdm, lurker Point,July 25, 200!1, p. 5. 
,. IhlImdcd Power Upmttt..l'mItct Updll~ s.intLucie, July 25. 2009, P. 8 . 
., 11 "".IP..xtended Power Up.oote., Pcojc~t Update, Turlcey Point,July 2S, 2009, p. 8 • .. .. 
<1 

<) I\llllUti ......1n ..,OW, 

.. Tl1WCtipt ofDi"ct ExatnWdo.. 8,2009, PI'- 208-209. 

-IS Bxt..nded Powe.< Upata, Bxccutift Luc:ic 'ODd Turkey Point, $cpIemI>u 9,2009• 

.. Ibid,po9• 

.., Blttmdod Power Upata. &"""11,,, Steerins Committee. St. Lucie: and 'l\:u:kq' Paint, O.mber 22, 2009. 

.. Ibid., 1" 6. 
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PSL Unit 2.4• 'nlC remaining valucs shown in tlus prcscntation arc depicted as the full cost of thc 
EPU Projects regardless of ownership. 

Also in October, PSL produced two different Annual Project Cash Flow Reports with different 
budget performance indicators And different total projcct cost summaries. 'fllc first of tllcse report! 
is dated October 1, 2009.50 This report includes a red performance indicator and the total project 
cost summary is listed as "wlder review". The second report is dated October 2009. 11le budget 
perfotmance indicato.t in tbis report is listed as yellO\v And tile total project cost summa!}' is changed 
to $651 million.51 No one with whom Concentric spoke could explain the difference or the reason 
for the two reports. 

B. Key COlldu.jons from Chmoology 

Concentric bas developed the following conclusions which are relevant to the three key questions 
noted in Section II to be relevant to the prudence of FPL's management decisions and the two key 
questions related to tlte infonnation devclopment and distribution within FPL: 

• 	 'lbe original FPL and ShAW scoping studies provided the basis for FPL's decision to proceed 
with the EPU Projects in '1JJfJ1, 

• 	 11le EPU senior project management was alerted to the potential for the forecast to increase as 
early as April 2008 th.tough CR-2008-t144~. 

• 	 The EPU senior project management reviewed II preliminary, revised forecast for PSL AS early IlS 

December 2008 and A more refined veraion of this analysie in February 2009. 
• 	 11le EPU senior lIWlagement prepared the July 25, 2009 ESC presentations with the intent of 

providing a detlIiled, lIne-by-line review of tile changes to the forceut. 
• 	 As ofJuly 25, 2009, FPL believed the I!PU Projects colltinllcd to be economic based on the 

revised focecast IIIld projected incremental OUtpllt. 
• 	 The . aware of and had assisted in the presentation of a revised cost 

managers on July 25,2009. 

V. FPL'. Decision to Proceed with the EPU. 

In determining whether EPU Project costs were prudently incurred, the PL PSC ,viII be concerned 
,vith two items. Ylnt i. whether the decision to proceed with thc project was prudent based on the 
expected economic and other benefits to FPL's customers. That question is addressed below. 
Second, the FL PSC will be concerned with whether the EPU Project's costs were prudently 
incurred 11Us qllestion is addressed iu Section VI. 

The initial decision to proceed with the EPU Projects WIIS made in August 21XJ7 on the basis of 
FPL's preliminary seopiog analysis whicll predicted, at a high level, which plant components would 
require replacement or modification to support thc increased output of the plants.51 As WIIS 

It Ibid., PI'- 6, 18. 

'" AnnlJlliCuh Flow, PSLBPU Project. Octobu J, 2009. 

.. AnnWil C ..h Flaw, PSL HPU Project, October 200!1. 

~ Simv Stone: &: \Vcbstcr. Inc ... TlIrkq Pgint NOOne Pilot BaJaqAA Or JlIant Extended Pmycr I1pratc Sc;0J»aa Stud,). 

Febrwory 2008 "'"Shaw SIOJIC & Webster, Inc., 51 Illde Nude" Plant Bmng: of Plant &h:m1ed P!!WICr IPI!!! 
Soopiaa Stud)' PebNlt)' 2008. 
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necesS1lrily the case, thls work was completed absent any detailed design work. TIle infomlation 
presented in this study was used as one component of a feasibility IInRlysls which compared the 
operating cost of FPL's portfolio of generating resources with and widlout the EPU Projects.55 In 
addition to the estimated cost to complete dle EPU Projects, this ana~'Sis relied upon the projected 
level of incremental output, the commerciRl operations dates of the EPU Projects And the duration 
of the outages. To the extent tbe lCSource portfolio dlat included the EPU Projects was projected 
to be cheaper to operate than the generating portfolio absent the EPU Project., it was deemed the 
EPU Projects were in the best interest of FPL and its customers. TI1US the question becomes would 
reporting of the revised forecast to FPL's Executive ManRgeffient have materially affected the 
feasibility .nRlysis and influenced FPL's executh'C management's decision to proeeed with the EPU 
Projects in 2008 or again in 2OO9? 

It would not be appropriate to assume FPL's executive management should have become aware of 
the revised cost estimate in December 2008. 'l1le estimate that \VIIS prepared at this time WIIS 

preliminal}' in nature and warranted additional rC\>iew by the EPU Project team to further align it to 
the EPU senior I1UInagcrnent's objectives for the EPU Projects. VirtuaUy 1111 interviC\vees agreed with 
thls conclusion. 

It is Concentric's conclusion dlat, lit-best, awareness of a revised forecast could have been improved 
by five months. Concentric believes the five Inondl timefume is appropriate given the Fcbnlary 
2009 meeting between the EPU senior !IllIIJagement and the PSL project team. As noted above, this 
meeting followed an initial review of dle PSL cost estimate in December 2008. Following a 
conclusion as to how much awareness of dle revised forecast could have improved in the "best case 
scenario," Concentric evaluated whether thls would have affected FPL's decision to proceed with 
dIe EPU Projects. In this regard, it is important to note dlat roughly contetllporaneoua ,vidl the 
revision to the cost estinlate, FPI. also learned that a higher level of incrementRl output may be 
produced by dle EPU Projects. 1bi:s additioNI output WIIS the result of more detailed engineering 
which had been completed since the original scoplng studies In 2007,'" 

As noted above, FPL's decision to proceed with the EPU Projects WIIS based on an economic 
feasibility analysis which relied upon the cxpected incremental output of the facilities as well as the 
expected cost, among other items. Due to the increase in dle projected output of the EPU Projects, 
the economic feasibility analysis was not substanthllly affected by the leV/sed cost estimate. Indeed 
the July 25, 2009 ESC presentation for PSL indicates that, when bodl dIe hlgher' costs and greater 
output lire considered, the EPU Projects continued to be economic, although approximately 14-59% 
less so, AS compared to the information submitted on May I, 2009 to the FL l'SC.55 Advanced 
aWllnness of the increascd cost estil1Ultc ill the best casc scenario would not have altered FPl.'s 
decision to proceed with the El)U Projects. Further, Concentric notes dUlt prudence is defined by a 
range of reasonable actioos, lIot by perfect or even sigllificantly above average perfom18nce. Thus, 
EPU Senior M~nagcment did not Rct imprudendy by presenting the revised forecast to the ESC In 
July 2009 %lither than Fcbruaty 2009. 

5$ J1\erida p",_ &: Ush! Company's Pelilion 10 Detet1niae Need for "..lplnsion of RIectricoI POW<>l PIon,s ond rot 
Exemption &om Rule 2>22.082, P.A.C., Docket No. 070602-I!1, September 17, '1JXJ7. 

.. Extended Power Upat.eo, Project Update, 'rut""" Point, July 25, 200!> .".,Ext....ded Power Uprateo, Project Update, 
Soin. Lucie,JuIy 25, 200!1. 

15 I!xtended Power Upattes, Pmject Update, SAinI Lucie, July 25, 2009, Pg. so. 
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VI. The Review and Approval ofEPU Costs in the NCRC 

Concentric's review of th~Lettcr has illustrated the distinction between the cost estimation 

process and the incurrence of specific costs. The former is tbe projection of future costs without 

the actu~1 expenditure of company or customer dollllrs. The latter is more critiClI to tbe FL PSC', 

review and involves the ~ctual expenditure of company and customer dollars or the commitment to 

do so at II later date. 


TIle. Letter indicates C concerns are specific to tbe cost estimation process within 

tbe EPU Projects and more apecificsilly the tcporUng of tc"jsed cost estimates to FPL'. executive 

management and the FL PSC. Th Letter does not identify An}' costs which are the result of 

an imprudent action by FPL. Concentric con finned this understanding of the_Letter during 

our interview widl•••••, 


Similarly, Concentric found no indications of costs that were the result of imprudent decisions or 

actions on the part of JlPL's management. This conclusion WAS reinforced by all interviewees. 

When asked whether tbey were aW\IJ:e of any costs that should not be passed along. the unanimous 

answer was "no". Indeed acknowledged durlng our interview dlat "the costs will be 

wlllIt dley [areJI> And bis concerns Are related to \vhat infOrmAtion would be presented to the FL 

PSC. As II result, Concentric believes there are no costs which should be subject to dislIlIO\wnce by 

the PL PSC on the basis of imprudent decision-makiJlg. 


VII. The Flow oflnformatlon to the PL PSC 

A. Scope ofInqnicy 

TIle chronology of events presented in Section IV of this report led Concentric to focus on the 2009 
NCRC proceedings5G ill order to assess wbether the infonnation presented by FPL in those 
proceedings relating to the EPU cost estimates, schedule, and cost-effccth'Cness was Accurate and 
consistent with the slllndltrds expected for testimon}' before. and submissions made to, A regulnto.ty 
llgency. This includes ensuring that approved changes to the project fotecast were clearly 
communicated to the F1. PSC in II timely manner. 

TIlere were three separate sets of activities in dle 2009 NCRC proceedings in which information 
about the status of dlc EPU \VAS prcaented: 1) pre-filing of testimony, both direct and rebuttal. 2) 
production of documents and answering of interrogatories in the discovery processes, and 3) 
testimony SIt tbe hearings. In the 2009 NCRC proceedings, pre-filed testimony on these matters \VAS 

submitted on Ma}' 1, 2009 (direct) and August 10,2009 (rebuttal); documents were provided and 
interrogatories were responded to from January, 2009 through. the hearing; the hearings on these 
issues were held on September 8, 2009.n Since an important element of this investigation has been 
about the timeliness of internal And external infonnation flow, we have chosen to examine FPL's 
actions in die dlrec separate timefrrunes discussed above • 

.. l'LPSCDocloetNo. 090009-El. 
" Ibid. 1'.... liIed testimony .... 01&0 fiI.d on Much 2, 2009. That I.alimony reI.,ed to 2008 colto. Given Concentric's 

concluaion. in Section "Y, the tntimony is nor oddreued in thia lection. 
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B. Pre-filed, Testimon)' 


FPL presented four wimesses ill the 2009 NCRC proceedings on issues relating to the EPU: 


'The issues within the scope of this investigation, Lt., tIle completion, schedule, ll.tld 
cost-effeclivclless of the EPUs, were presented in testimony'l, and the 
exhibits spon80ted by him. and that information was IIlll\lylles!l 
Mr. Reed's testimony related to nuclear project policies, and practices, Rnd the 
p.rudence of FPL's costs. He offcted costs to colnpietion or opinions 
on the cost effectiveneas of the EPUs. related to the accountiog for FPVs 
incurred costs lind the 2009-2010 projected costs. She did not offet IIny estimate of dlC projected 
costs to completion or opinions OIl the cost effectiveness of thC.iEP.U.s..Th,erefore, our teview bas 
focused Oil the testimony ot and, to a lesset: extent~ 

The pre-fIled Direct Testimony filed by••••••on May 1, 2009 included the following 
silltoments: 

'Thi BPV PIlI~/" nrt pro,vruillg ollldNdll1l nlld witlJiIl blldgel, /J} tltliwr IllImb/lnlllinl bllltjilJ 
oj((ntliliollrll J/J/(/tnrg'Hlrnlillg rrtpnrity 10 (1111011111'1fllllll FPL:r IXillll1l SI. Ln~" (pSL) l(IIill 1 
& 2 aod Turhy Point (PIN) Vllilr 3 & 4 IlI/fHor pawtr pltrnf.r. "f] 

'TIJm: tlrf 110 dUlIIglI nlllHI tiI", 1111/14 10Ia/lI01I.oilufiNg trill lII;'o(/lt proPid,d ill M'!} 2008 ill 
DOt!:,,080009.EI. And, (lJ tl',Nollllmled I!J FPL IIII"tlttU. lIN IIpmhprojM tOlI/iIlU'1 to hi 
trill './fodiI1lIP/JlJi tOlHjxlIYdIII tiN Ddtlilioll ofolhirglJlfrnliM h/lltnnliJil'/.";« 

':Alfnntlix 1 ll1e/lfd,. 11M TOR Idllfl"kl Ilml tplllpnrt I/JI t1Inl1nlplojedHms /J) FPL'.r qrigitltfl!1 
jiMSI. LIdf und T"rAlu Poinl (11111 ••• AI lllis liJln, FPL IJIZI 1101 in",liji,d (J'!J I/I,d 10 mir, 
IhI tOMI /lfIll-hilldigg IlIII IImIlP/e prowd,d /Ad M~ in Dodul 08000'f}·Bl. As JIlIJIIIJ h, 
expte"d. tIM Ctmtpnt!l (11NUJlIIU to 1/1(/1110" 1/)1 trills a.r.rodnhd /J/I'lb tIJilprop. AIm:tillitkr 11K" 
as ji/IIN lI'l1illlrigg t/JlO!Jn1 ond dulgll, assofiolltl NRC mJliirllllllltT (/Ild "JJi6I1JS, I1IId 
tOlI/lnld;OIlp/nllmgg an IIIOIY ,1,or!J d'./ill/d. IIJ, o,mpm!lIPiIlIIt(JM n'!J IIImrmy misiolll 10 I/;' 

••••"ee&& tbe BPU Project 

.. ", rDocketNo. 090009·£1, MAy 1, 2009. 

090009-EI, Mayl, 2009 • 


O. <mlOQ9-m, May 1, 2009. 

61 No. 090009·EI, Mar I, 2009• 
... 
'" 

OIlO009·1l:l. lola)' 1, 2009. 

090009-BI,lI!.y I, 2009. 


'I No. 09()()09..EI, ?lay t, 2009, p. 2. 


" 
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fJri!i1lD1 mt 'SlimtdI. TI;, TOR s(btdillu PI'fJIIi,J, fIN btll lllfol'1lJ(flitJII mmlllIJ Hlltlilnbkfor Ibt 

1:111/ tWfJNIJ'ptriqtllhlTJl'l/J 2010.·n 


The TOR (True-Up to Original) schedules include Schedule TOR-7, which was sponsored by_ 
••••and which continued to cd), on the cost estimRte submitted in Docket 080009-ET, along 

with a .r;esbltetncnt of the ca\'ClIt that the Company continued to evalUAte the costs of dIe project.'" 

As of: May 1; 2009 (the date the ps:efded testimollY quoted abo"e WIIS filed). the following events had 

traDspic:ed: 


(CR-2008-11443) dated 4/3/08 mised roncems about the 
of: the EPU cost estimate that wu moo in Docket 070602-EId9 

••co:mtlnu<ld. to use in May 2009'10 
• 	 The PSL EPU ttend reports for August 2008 through November 2008 had cited 


concems About substantial u.ndes:estimation of the PSL project costs'l 

• 	 On Novem~ 7, 2008, Bechtel informed J1PL dlln its estimate of costs for the Pl'N 


EPUs had incs:eased by $37 million; this higher value WIIS used in the Bec:htd 

contract 


• 	 In early December, 2008 the EPU's Project Controls Group idendfted that the Ma)' 

2008 cost estimate \VIIS likely to be too lowgiven the Bechtel rontmct and cost 


• 	 A Condition Report dated 12/10/08 concluded that the s:esolution of the 4/3/08 

Condition Report "''/Ill a ''missed iitunil)'''72 


• 	 On Febtuary 17, 2009, was presented with an analysis prepared by 

1'ro;cct COlltrol& and the PSL site tbat their fos:ecast for PSL was $129 mlWon above 

the ).!ay. 2008 estUDAte7.l 


• 	 Bl' MAtCh 26, 2009 the PlN site team had also concluded that the cost estimate 

should be mised above the May 2008 estimate; a decision was made to not use the

higbee coat es tinlate because it 'IVIlI considered ''prelimhlllry''l~


.• 	I participated in dC\'e1oping a presentation in late April/early May 2009 

infottning the ESC that while Bechtcl had estimated higher costs, the forecasts for 

l'SL and P1N were unchanged from the 1:Iiay 2008 estimates; the Projects' cost 

status is shown as "gn:en."n 


As shown by this chronology, the EPU's CQst estinllltes were clearly in II state of.tapid flux b)' May 1, 
2009. \rue t1lCt'C Will moun, evidence to indicate thllt jln up'vud revision to the cost eswnatc 
'IVIla likely. '/Ill of May 1. 2009 had not reported such an increase to the ESC nor hjld 

71.. 
u 
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an incmlse been approved. What 1had reported to the ESC was consistent widl what 
his Direct Testimony rtported to the FL PSC. Additionally, Schedule TOR· 7 appropriately 
indicated the Company continued to C'I'lIluate the costs of the EPU Projects. 

C. Intt:rrQl"tpty RespQnses and P19duction QCpocllmcnts 

Concentric requested, received and reviewed aU documents produced and interrogatory retponscs 
submitted by FPL in Docket 090Q09·EI and pertaining to the EPU budget, schedule lind cost 
effectivenClI. Our review led us to follow up 011 one interrogatory .responae, submitted in response 
10 Sttft'a Fifth Sct, No. 53, for further analysis." Tb.it interrogatory .response, which is attached as 
Exhibit 9, sought II Bsting of each analysis that FPL waa offering to 8lItit(y the requirements of 
Section 366.93(5) F.s., which requires an ant\lllll conlpariaon of the budgeted aDd actual costs 11$ 

compared to the estinlated in-tentiee cost of nuclear ptojeets. The.tetpol1Se, which was submitted 
on August 17, 2009, te(Cl'5 to 5c1u:dule TOR.7 which contains the Comptlny's annual comparison ot 
budgeted and actual cost. Schedule 1'OR.7 WII$ aublnitted on May 1,2009, and is described as a 
"snllps!tot" ofa continuoul process!' 

Between May 1,2009 And Auguat 17, 2009, major cbanges wcte made to the forecast for the EPU 
Projects. On May 31, 2009, the PIN ill'll bUdget indicator WM shown as .red, indiating II .e1'ious 
challenge to meeting dlC existing budget," On June 3, 2009, Bechtel submitted II "P50" (mean 
value) (0' P1N Ibllt was $108 miI1ion above the May, 2008 estinlate.1t On June 23, 
2009, 
prepare a 

Advised the ESC of the Bechtel estlmate", and the ESC inatcucted him to 
updated forecast for the projects to t reviewed at the next ESC meeting. 

This updated WIIS prepared at the direction ofyseveral stat! .reportedly 
worklng seven days II week for a month lUld was presented to the ~C lit an aU-day, &lturct.y 
meeting on july 25, 2009. In the week ICRding up to thAt meeting, the EPU leadeahlp team was 
replaced, lind WIS teIIlIsigned to II pos.Ition outside of the EPU, although he actively 
participated in the July 25, 2009 presentation. That presentation eltabliahed new cost cstbnftta for 
the EPU Projecll which were IIpproxitMtely 21% highes: than the May 2008 esti.nlltes.." Therefore. 
Schedule TOll-7, whidl is tefened to but not attached to the response to Staff 5·53, "IllS out ofdate 
by August 17, 2009. 

H~vevcr, the intertoglltory o.nIy asked far II li.rlillt, of the ,esponsive analyses, not for FPL'. current 
at updated analyses. Concentric vieWli the tetponse to Staff 5-53 as being accurate, reHable, lind 
responsive, even though the document referred to was out·of-date. The respondent answered the 
question in a forthright fashion bAsed on all of the information Icn~vn to this person at the time. 

... Rnponse to Docloct No. 090009·EI', Stall', Flfl:h Set of[1I!Ierl'op1od... l ntu.rogato<y No. 53. 
" Ibid. 
,. Total P.coject Cuhllow, Pl.'N BPU Pmject 20051, Ar"T :U, 200!). 

" BxtemW Power Upram, ProJect Update, T"tkcr Poinr,Jrdr 25,200!), pp. 25-26. 
.. ~ed p......". V1""'tet, Bxe<3llift s-rin& Committ... Meed".. SiintLIIcl. '" 'l\uIcer Paint,J""" 23, 20051. p. 12
'1 Extmdod Powct: UI""tea, Ptoject Updlre, Thrkey Point. juJr 23. 2009 _Bxtcndod Powa: Upome.., Prof<:c:t Update, 

Saint ~JaIy 25, 2009. 
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D. Testimony It Hearing 

As stated earlier. and appeued III the NCRC hearings on Seplember 8. 2009. 

At the hearing, the following exchange look place between and counsel fot FPL12: 


BYMR. ANDERSON: 

Q. If I I11IuJ)V1I Ihl J_I '1I/IJlHIIIJ IfIllIAiNM iN )Vllr pnjlttl tUM /lJlillNlNy. ",,"MJ""r 

t1RJlJltI1 IH IhI JIIH/(? 


A. Y.u, fhly Hnitl /)I. 

MIt ANDERSON: FPL /lW ""'I tbtptrJiIttI dim! IlSIillllny bt innrlttl illlo IIJI nfMi as 
Ihtmgh wmI. 

The exchange with COUIl$CI had the effeet of all of the slAtemetlts in the pre-£i1ed 
testimony, and the exhibits sponsote<t XCll~IIIl":U truthful and accutllte 111 of 
September 8, 2009. Tbb foll,owedJI•• inllroollcUlg ao!Veral corrections to enAIII in bia 
pte-filed testimony, And updAting teSltimlOtlY hl$ new tide lind tespOllll.lbilities 
withFPL 

stAs ?~~Pte~berh8'EPmu!)Proj d R~d pattitedd~~~n dle d~lopment of_~fuy ?er.dledLcond· 
ptOJeo.;uuns lot I e eels, an h"... p.resen u...,... new esllmates to sev"",- Seruo1' FP A 

conrtactor pcuolUld on July 25, 2009.11 The new estimates for PSI. were CIIYCIIted II' still bc:ing "at 
the conceptual level"" (liS \vere the May, 2008 estimates', and the comment WIllI made that the fun 
scope was still not known. Howevct. the new values were dearly lAbeled AS the "Cuaent FoteCASI," 
and the slIItement was clearly made Ihllt the "Cuaent Budget" (the May. 2008 VIllnes) was being 
inctCllled to the "Cuuent Fotceast.- nle July 25. 2009 presenlAtion offen lIh extensive 
perspective on the shortcomings of the Moy, 2008 estimates and dIe lessons that ahonld be lCAl'tled 
from this experience.11 Conc:entric also note, that the ESC was explicitly IIdvised that the neW' cost 
estimates were mconsistent with the May. 2008 lind May. 2009 datil that had been presented to the 
FL PSC lind that several new economic feasibility RnalTles had been perfotmed, which updated 
those analyses thRt had been submitted to the FL PSC eleven weeks earlier.II TIle new feasibility 
analyses continued to show thAt the projeets were benefidalto custOlJlClS, although less so thAn in 
the May 1,2009 filing." 

BAsed on the infonDation presented above. Concentric has concluded that by the time. 
took the stand on September 8, 2009. the information fteSented on Schedule TOR-1. 

and the testimony related to it, wall out· or-date. By this time, hlId presented tcvi,ed 
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cost e3timates to the ESC, and the BPU Project management teAm hlld begun relying on the revised 

cost estimates. Our opinion in this regard is Also supported by the slIItementf of n!!ally all of Ihe 

EPU Projecl personnel we interviewed (otller dIan dIe two EPU Project personnel thllt pamcipated 

in ilie decidon to not update the testimony). 


In our inteJ:View wiili him, nd 2d,efended the Septem?er S, 2009 .MII~on of I~is prthe

£Ied testimony on tlIe grou s that the Ju y 25, 2OO9 CO!t cstunates were pt~r--~- assumlllg e 

VlIlidity of mAIl)' UIUlpproved scope changes and manpower estimates, lind that dley wete no better 

thtUl a "guess" widl little support. He also indicated that he does not recall any discussion with 

regard to wbether the updAted estimate should be presented to the FL PSC. 


Concentric agrees that tile tlCW CO$t estimates were based 011 only partially completed ensinecring 

lind design information, And that they were still subject to teYision III new information became 

aV1lilabie. HOWC\'CI', that is always the elISe with a construction program such as the BPU Project, 

And continues to be tile cue today. These facts do not support the continued use of information 

that \V\l5 hired OIl even carlier conceptull design! and out-of-date manpower and material estimates 

and which did not take into account executed major contracts. The new estimates were tile product 

of more than 1\ d02lClt people working extended h!XltlI for a montb alld had been reviewed by every 

level of nlAnRgement In dIe EPU organization. TIley reflected IiIr more knowledge llbo!.lt the scope 

of the EPU Project. thAn had been used in the 2007-2008 Shaw scoping antdysill, materials COJt 

estimates that were hued on more recent data and manpower esUllllltes that reflected the revised 

scope lind loadiftg estimates prepared by Bechtel. Most importantly, tbey were presented to the 

executives of FPL in chtuge of BPU governllnce (and who were responsible for approving budget 

cilrwges for the projects) • die best "line-by-Iine" estimates Available at the tilne, were JIHtcrially 

different from the 2008 estimates, and have continued to serve as the reference point for an 

subsequent revisions to the CO$t estimates, lnduding those that were mbmitred to the FL PSC in 

MAy 2010. In shott, wh.ile dte July 25, 2009 and subsequent cost forecasts SIre lind were preliminary. 

they represented the best infomlation lIvl1ilSlble at dlat time, were relied upon by FPL, lind were 

more adnnced thRt the 2O(J7/2008 cost pcojectiona. 

The documents we have reviewed, and our inteJ:Viavt, indicate thllt there \VIIS considel'Slb{e 

unc:ertllinty lImong the project slllff in September 2009 as to \vheilier the ncw cost estinllltes were 

approved or not, lind intel:'Ml reports were inconsistent in their ule or non-ute of the updated 

forec:aat (see Section vru for additionlll details). The BPU staff had experienced significant 

tumove.r IIIld \VIIS alllO undergoing a major reorganizlltion at that time, which appcan; to bave 

cOiltribl1red to the lade: ofclarity 011 thls point. 


Concentric's discussions with Company penionllei have also indicated thRt the fact that the updated 

feasibility anllly!es presented to ilie ESC on July 25, 2009 confirmed thAt the projects still offem:l 


. 'fic:ant VIlIue to custonlcts lnay abo hove ~en a consideration in the decision to not update_ 


~tca!!monr. While Concentric agrees that the new allalyaes confwned the conchlSions in 

testimony, _ be!iel'e dUlt II $300 million. or 270/., increAse in the projected cost of 


the BPU Project should have been discussed in the live testimony on September 8, 2009. 

Concentric found no evidence to suggest the cost effectiveness of 

the EPU Projeclll, hRd IIny knowledge that presellted to the ESC. It is 


dlRt he telic:d Oil the cost estimates provided on Schedule TOR-7, as IpoIl80.rcd
and_\_ not in ilie BPU otganization or the Nuclnr Division of FPL. 
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VIII. Recommendations for Improvement. Related to the NCR.C 

Concentric's invesligation inlo Ihls matter he produced the below recom.mend.tiotl for process 
improvement. These tteommendations are intended to improve d,e distribution of information 
within FPL, the NCRC docket team 2nd to !he FL PSC. 

1. Concentric recommends !hat the process be ch2ngcd in order to provide timely and ongoing 
info£m1l.uon wld,in the NCRC dOcket team throughout each NCRC review cycle. This will 
help to enllUre thllt any updated informatioll is fully diaClDsed within the NCRC docket team 
and prevent future concerns related to flow of Informatioll to the FL PSC. Concentric bns 
been infonned that thia change has already been implemented. 

2 Simiblr to the recommendation above, FPL and tbe FL PSC stllff mould revisit the issue of 
intra/lntCI-G)'de document produc:uon. The ongoing produc:tion of Illimited number ofkey 
project documentll could enbttnce the FL PSC stAffs understllnding of the projeetll and how 
they Are developing on lin on-going basit. 

3. n,e NCRC dOcket team bas included and continues to include a number of fit'8t time 
witnesses or witnesses with limited experienc:e serving In tbis role. As I result. it is vitali)· 
important that FPVs Law and Regulatory Affairs Departments continue to provide explicit 
Instruction and guidance to these Individuals. It is our understAnding thllt tbe impottance: of 
updating one', p",,"filed testimony lind exhibits is An explicit part of the witne.. training 
progt'llm, which we believe sboukl be cortveycd through written instruc:tions. 

4. As part of Our Investigation Concentric reviewed the list of invitees to the ESC 
presentations. Noticeably absent from these lists of invitees In 2009 WIIS A tep1'eSenllltive 
from PPL's Rcgulatoty Affll.irs and Law Departments. Given the importance and scale of 
the &PU Projects, and the alte.mllllh·e cost recovery treatment being .£fo.rdcd to these 
projects, II relatively senior member of RegullltOty AffAirs DepArtnlent mould attend each 
future ESC presentation. It is our understanding dlllt this ch2nge bas recently been 
implemented. 

IX. Informadon Development and Distribution within FPL 

The below disclDsion relates specifically to FPL's internal distribution or EPU Project.related 
inforDllltion and forep\&t. In Concentric'. view, dIe below diSCllssion should not be miscon.trued to 
detcnnine the ptudence of FPL's decision nl2ki!lg processes aod therefore should not impact the 
reco\'Cty ofCOlts through the NCRC. 

As desC£lbed in Section IV, the initial EPU Project budget w•• established by the FPL and Shaw 
seoping studies in '1IJ07 IWd early 2008. The EPU Projects also established a variety of project 
instruction. which identified the process for addressing changes or risk to dlis initial fOteClllt. Theae 
Extended Power Upmte Project Instructions ("EPPIs") were first developed In spring 2008 and 
were updated at various points In the project, including fol1owing the introduction of a Ilew senior 
llWUIgCmel1t team In July 2009. Concentric's review of tbe BPPl's have identified three which are 
rel_nt ro the reporting of revisions to the cost estimates \9ithin FPL: 1) BPPI·300, EPU Project 
ChAnge Control; 2) EPPI·.320, Cost Estimatin8> 3) EPPI.34(). BPU Project rusk MIInil3elnel1t 
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Program. For purposes of our review of these instructions, Concentric has segmented our reviC\v 
into the period preceding July 25, 200Sland that aftcrJuIy 25. 2009. 

A. PtIleJtlly 25 2009 Infonnation Flow 

As eady lIS April 2008. the EPU management tetUn WIIS made aware of concenu about the adequacy 
of dle Shaw lcoping anal)'li8 lind Associated budget. These concerm re-BUrfaced after the Bechtel 
contract \V1I8 ...varded in November 2008 and '\'ft:fI: brought to the attention of the EPU senior 
management in Decentber 2008 lIIld February 2009. By February 2009 die EPU Project Conttols 
employees had developed a teVised COlt estimAte, albeit in preliminary form, that projected 1\ $t29 
million cost increase for PSI... '!he .revised estimate was widtln 2"10 of the values pmseoted to the 
ESC in July 2009. Similllr estimates had been developed for PTN by March 2009, but the EPU staff 
WIIS directed to discontinue llIie of dlis estimate until management h.d reviewed it further. 
Throughout late 2008 and the fint six mOllths of 2009, Bechtel submitted several revisions to its 
cost CStimlltCS. aU of which \9\lIC substantially bigher than ita indiclltlve bid and higher tltan dle 
estimate developed lIS part oE the Shaw acoping allalp.is. 

These events followed the publication of BPl'I-300 on M2.cch 4. 2008. This project instruction 
established a forlnal procel8 for identifying iUld traddng potential mangea to the initial projeet 
budget. EPPI-300 describes the putpose of the trend program liS follows: 

"lhls document sltall be used for scope changes to Capital and O&M BUb-projeCti 

within dle EPU Project. Changes to tbe approved budget win be made using the 

approved Scope Change/Trend Notice form (SCN/TN) whkh slWl become part of 

the budget records."'" 


These potentW manges were divided into scope changes (I.e., idditionaJ plant modifications) or 
trends (i,e., increased costa of completing apptovcd acope). In order to address A trend, EPPI-300 
dictates that the trend should be identi6ed 011 A fortnlll "'Trend Register" iUld A SCN/TN should be 
C01l!lpk:ted to lequeat changes to the project fOrecASt. The SCN/TN was then routed to the_ 

Appro""t 'The process for addressing acope changes Is similar, but :e<JUUes addi=:r' 
the potential scope mange to et\SUre it is necessaty for the BPU Projcctl. Once an 

SCN/TN is initiated. EPPI-300 :e<JUUes the El'U Project Cost &gineer to establish a tracking 
number IIlld the potential budget impact of Ule SCN/IN. TIle Project Sclteduler is responsible for 
indicIIting the potential seltedule impact. Once this inEortnlItion II added to the SCN/lN, it is 
routed to dle EPU Project team Incmber with the appropriate IIpptovtl authority for the potential 
COIIt Impact. Upon approwl, tbe SCN/IN is supposed to be Incorpomted into the project budget 
and all future project reports. tl 

Concentric requested the EPU Projects' Trend RIlgistcrs and an SCN/TN, sli1ce JAlluary 1, 2008 
and reech-ed m:\ny. but not an. of the SCN/'INs prio~ to issuing our teport. Based on our tevlew of 
the 'Trend Register lind SCN/TNs between January t. 2008 And July 25, 2009 it would appear that 
the EPU Projects only partially complied with this EPPI-300. For PSI.. a deWled IUld 
conscientiously maintllined 'Trend Register 'was maintAined between aummer 2008 Alld at least JUlle 
2009. However, it appean that the process for reviewing and Ilpproving trends was not 

.. BPPI.300. Project Chanp Corumr, Pg ',lle1r 00. 

.. tbid at".6. 
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appropriately implemented at PSL. Many of the same trends were identified each month without 
resolution or jnco.tpomtion into the budget. As an el!IImple. in nenrly every month between August 
2008 and June 2009 1\ trend WllS noted \vith regard to dIe EPC budget. These trend imPActs mnged 
between $10 million and $140 million. TIle EPC budget was only increased by $20 million during 
this period. SimilArl)" dIe PSL Project Team did not prepAre SCN/TN fonna foe t:.rends thllt \Vete 

included on the trend register. For PlN. it would appear that the trend register was.kept up to date 
during this pcdod and some of the treods or scope changes were outstanding for sevCflI months. 

Finan)" many potential 6COlle changes or trends appear to have been eaptured on the Risk Register. 
wblch, as discussed below was not S)'lchronized with the project forecast, mther than the Trend 
RcglstcJ:. For example, the CR discussed in Section IV above, resulted in II "High Risk Mitigation" 
plan, but does Dot appeAr to have been included on the trend register. Thus potelltialseope changes 
or trends were not lId:T:tdy reflected within the forecast. Concentric also noted that prior to July 
25,2009, the _ tailed to identify n 10UlCe of tbe funds on the SCN/TNs for 
Ileatly every form. 

EPPI-320 provides the proj<:ct instruction for cost estimating, including dIe development and 
inclusion of contingencies and the estimates to be used on the SCN/TNs described above. This 
instrucdon \VIIS csblbHshed in MRl'ch 2008 and remains in effect today. Specifically, this instruction 
states thllt "e6tinmtes should indude project lisks, uneert:linlies, IIlld contingency. These should be 
OOcllmCllted Aiollg with the methods for determining the percenblge of risk and the IImount of 
money associated with the contingency." EPPI-32O also indicates tlmt it is supplenlenbll to the 
Nuclear Projects Department Instruction-3M C'NPDI-304", 

FPL has deBned the contingency AS "lin amount added to an estimate to Allen.., for additional costs 
that experience shows wiD likely be required. ThIs may be derived either through sbltiatbl analysis 
of past project costs, or by applying experience gained on similar proj<:cts.'oQ NPDI-3M p.fO\oides 
addition.J guidance on the deveinpment ofcontingencies and stRtes: 

4.7.6. As A general rule, concepl:U1ll estimates should have II 25-300/. contingency, 
Lcvd 1 or pl-elimiruuy estimates should have 15-25% contingency and Level 2 or 
definitive estimlltes a 5-100/. contingency. 'I'he exact percentage is detelmined on II 
clISe by case basis. 

'.1'he El'U Projects' cost estimates fit the criteria for a conceptual estinlllte in 2008 and IIppear to 
have achieved Lavd t status by the end of 2009. FPL's practice prior to July 25, 2009 was to label 
the contingency as "Scope Not Defined", or "Scope Not Estimated:' TItis line item, Aithollih It 
referenced the EPU Projects' risk matrlces, \VIIS then used 115 a balRncing variable to show A flllt 
overdl fOEecast trend Rnd \VIIS not based upon project risk. As a result, the contingency \VIIS 

depleted month-by-month, the Risk Register WIIS never synchronized with tile project forecast And 
die EPU Projects no longer maintAined II level of contingency that ;s consistent with FPL's 
guidelines. In Otlll:t words, the Bl){J senior management used the initial contingency as liD 

"a1lowftnce" that \VIIS to be used to meet increases in scope or cost lIIther than a val\le which reflects 
the risk remaining in the project, including those identified by the Risk Registers. ThIs practice \VIIS 

acknowledged in the lessons lnmed sections of the July 25, 2009 ESC presentations by the 
statements that .....undefined scope depletlon not dealt with in a timely Fallhinn..•\1lldefined scope 

OJ NPDI-304. I1.stimate. Ptq)Ilration, Pg 9, Rt:v Q. 
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allowance used in establishing bose contracts 1I11d work left little fot emergent items or increased 
scope•..must include undefined scope .1I0wance based on level of risk/progress on projcct." 

BPPI·340 WIlS first initiated in FeblUlU')' 2008 and establilhes a process to ensure that each 
"identified risk il rCC01-ded in I risk matrix, lind evaluated for probability. con5e'lucoce. cost. 
tchedule and project impact." The process set forth witMl BPPI-340 does not include a dClU' link 
to the EPU Projects' forecasts. but nthcr is lin evaluation tool for determining the level of 
uncert2inty remaining in the lnoject. Indeed, the July 25, 2009 PSL ESC presentation states "current 
undefined scope aUO\vance i. not Aligned to the risk matrix •. .looked at the project only from a high 
level risko" BeCIIUSC the EPU senior I11IInagement used the contingency 11$ a balancing variable to 
depict II flllt forecast trend, the Risk Management Progtam \V118 never used liS presccibed by BPPI
340. At best, by early 2009, the risk registers became little more than II tepository for project risks 
and with little or no connection to the RPU Projects' forecast. 

\Vith regard to the risk mluUlgcment process, the BPU'. assessment of its own performance during 
this period, AS presented to the ESC onJuly 25,2009, W88 thllt: 

• 	 It "underestimated the risk and CMts A$8oclated with the fnst track project," 
• 	 It "did not assess [the] capacity of [the] organlution and costs," and 
• 	 "Barly warning on cost ovet.mn& and undefined scope depletion were not dealt with in II 

timely manner." 

Concentric concul:S with dlesc lIlIsessmetlts, and notel that many of these issues have been remedied 
through changes in procedutes II1ld the organbnti0ll81 structure since July 25, 2009!l 

B. lmt-Tuly 25. 2009 Information Flow 

A.part of its trlUlSitiOll, the new EPU senior management team has undertaken a proccas to revise 
many of dle BPPIs to addJ:'Cil' mnny of the letsoos I~ that WctC identified in the July 25, 2009 
ESC presentations. As described below, dli. process has included elttensi\'e revisions to BPPIs·300 
9nd340. 

With rep to BPPI-300, this matruction lUIS undergone at least four revisions since July 2009 And 
he been updltted to include more rigorous trend identification, to more dearly define the rolea of 
each person involved with the trend progwn and to define the tirneCrames fot review and approval 
or theae Corms. These -mona induded a revision to the SCN/1N ComlS. This rcvialon changed 
the name of the form to explicitly Include forecast variAtions. Similuly. the SCN/TN forma being 
issued by dIe Project today dictate the source of the funds for each scope change or forecast 
Vlll'iance. The options for these funds include: 1) No change to project budget; 2) Contingency; 3) 
Varillnce to approved budget; 4) Other. Nonetheless, the EPU Project continues to use the 
contingency allowance to fund tcope changes, rather tiUln mainwning the contingency at II level tllst 
appropriately teflects the risk to the cost foteCMt. Concentric believes scope changes should be 
funded through 11 forecast varia.w:e to eliminate the use of contingency CIII a forecast balancing 
variable. 'ntis il consistent with NPDI-304 which Itates the following: 

to EPU Ieuona lHnm! PPL r.o.n April 2010. 
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"Contingency usually doet not include changes in scope, schedule or unforeseeu 
fIl1Ijor cvenl8 such III stdkea, I8U1l2mis, hurricanes or earthquakes." 

Lastly, the use of the trend program. is improving with gmtter aUgnment between the Risk Register 
lind the Trend Registtt. 

Concentric notes that i.Nca of the project contingencies, risk register, lind the relationship of etch 
to the coat projections a.te being addresaed b)· the wolk 800n to be completed by High Bddge. 
FurthennOLe, on MA}' 1,2010 FPL f.tled an updated COlt eslimate 1'IIuge and feasibility iUI.l~i5 with 
dlC~ FL psc. This updated cost estima.te range included incr:et~ alJowmces for undefined scope 
and risk. It is our understanding that EPU management totudders its current approach to he an 
interim. IIOIution until the High Bridge results have been received lind reviewed, and thllt the High 
Bridge resull8 will be used to compare against FPl!s cwrent COlIt estimate range. 

C. Condusions Related to Flow ofInfonnation within fPL 

Concentric bas concluded thAt dl.e EPU l'tOjc:ct tetm did not adequately COLnply with iI8 and FPL's 
publithed procedurca for developing. estimaililg. approving. and tracking revisions to the cost 
esthnates and/or budget prior to July 2009. It is clellr that d,e process required for releasing funds 
from the contingency was not followed, aoo that all reviaiona to the cost estimates have nor been 
tracked through tbe trend prog1'IIID. These facts bf.ve resulted in wideaptelld confusion wirbin tile 
organizstlon regarding what the current lIpptOved budget or cost forecast is at any point in time, 
who has to approve changes to that budget OJ: cost forecast, whether dlere illll ~gful difference 
between the terms budget, cost estimate and cost foreca.st (all ofwhicll are used in different stanclud 
reports), Il1d bow to m.easOLe lind repOLt vadances from the budget/estimllte/foreast. Many of 
these same points were acknowledged by EPU lllllllIIgeI1Ient in the 1asoru teamed tect:lons of the 
July as, 2009 ESC presentations. Here the commentl were made that "Individual Modification 
Budgets and Site Depatttnent budgets [were) not established ...did not use fotmlll process such as 
Plant Review Board to spptOVe lICope growth during design ptOCeslprior to 01/01/09...no fomw 
cost benefit was performed on design changes.'~ 

Flnal.Iy, due in Iarge pa.tt to the confusion discussed above, our review of the EPU's standard reports 
lind presentations has mllde us II\VIIte o£ several reports tillt we!C issued with some incorrect or out
o£-dare infortolltion. TIlese problema persisted after July 25, 2009 in tile Monthly Operating 
RepOLtS (MOPRs), monthly CRlh flow reports, and HSC preset1tAtions. However, post-July25, 2009, 
the cotrect and updated infocmlltion was anilable in the EPU Project's preaenllltions to the ESC. 
We also received reports from individuals within FPL that documents they were zesponsible for 
preparing were chlInged, after rile orJginator had inued them, by someone else in Ihe otgllnizlltion 
and often with no expllllllltion III to why the changes were made. In other instanccs. individUAls 
,vue told to make chllnges by someone else within FPL. These lICCOunts are difficult to vcd£y, bllt 
they do not represent" alngle IIccount or example. In addition, Concentric has received some 
docwnentation to corroborate these accounts. Some of these actions are attributed to l1lIIlUIgeti that 
are no longer in the BPU organiZlltion, bllt they demonstrate the need for more definilive document 
control and ownersh.ip procedures • 

.. Ibid. 
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x. Recommeftdariona Cor ImptoVementB Related to FPVe Internal Distribution of COBt 
BatlmateB 

Conceutric's investigAtion into FPL's intemsl distribution of EPU Project-ttlated Information 
produced the below list of recommendations for process improvemenrs. Ml>.ny of these 
recommendations are intended to improve the distribution of information within FPL, and the 
NCRC do<:ker team. In cermin of the recommendation. listed belO\v. Concentric h •• noted that 
changes to the EPU Projects since July 2009 may have alteady addressed these recommendations. 
In dlose iJulllnCeS, we are stating the rec:onunendation to demonstrate that 1111 of the issues raised in 
tbis report are being. or ha"e been, adequately addressed. 

1. 	 To ensute that FPL IUld dle EPU Project tealll should establiah and implement explicit 
ECport owners (by report). III addition, FPL and the EPU Project team should establish and 
implement an e.:plicit report sign off or dissent procedure thAt is 1ll\1I1ogouS to the "blue 
sbeer" sign-ofT proc:edure used for infomllltion sourced fronl outside the business unit. In 
addition, the report sign-offand dissent process should inelude 1\ link to a company progntm 
for lUlonymously notifying superiors ill the event of. conc:em widl project reporting. 

2. 	 To the extent that al'erformance indiClitor (e.g., green. yellow, ted) relies upon 1\ cakubtion 
in order to produce " partieular indiClltor, the remit of the nodedy.ing c:alcultation should be 
reported along with the ,perfom1anc:e indicator (e.g.. budget or forecast perfonna.tlc:e). By 
providing the result of the underlying calculation, a report prepa=- or reviewer can quickly 
identifY any diaaepMCY between the performlU1Ce indicator and the calculation dlllt 
produced tbat indiClltor. 

3. 	 FPL should consider changing the reporting relationshlp of dle EPU Project Controls 
Director. Wbile the change In reporting from the EPU Project Director to dle VICe 
Prcsldent ofPower Upratc in 2009 \Vas II positive development, the reporting re1ationship of 
the BPU Project Controlt D.irector rnay be inlproved by including either a aoJid or dotted 
line outside of the BPU Projects. 11lis could improve the Independence of the Project 
Controls Director and hi. staff. Concentric notes dlllt future, Iat:ge scale projects could 
benefit fi:orn an independent projed controls organization thet incorporate best prsctic:ea 
fcolll across the organization. 

~. FPL'. current approa.c:i1 to establishing the EPU'a contingency (Scope Not Defmed) uses the 
contingency as the babltlc:ing vadable to maintain the projects within dteir cost estimates. 
This is Jlot coruisrent with FPl1s EPPI-300 or with sound project mIlllIgernentpracticea. 
The CODtingency should be based on the level of wn::ettainty ill the project, whlch is be.t 
ClIpturcd through 1\ probabilistic Ill\alyaia of the cost eslimate. Reductions in tbe contingency 
should not typically be used to fund scope changes, and the contingency should only be 
released if tbe uncertainty associated with the project has declined. Concentric notes tbllt the 
appropriate level of the contingency is an issue that is being addressed by High Bridge in ita 
c:urrent independent review of the project COlt estimate. In addition, the EPU Project has 
established a revised cost estirrulte range which \VIIS used in the Company's feaa.lbility analysis 
and pt'Ollided to the FL PSC on Mil)' t. 2010. The EPU Projects.hould establlah a fatm.r 
intemsd process to lIPJ?IIOVe aud communicate EPU budget, foreca.t or estimate changes on 
a total pmjcct bRsia cach month (i.e., not Mnlllll). This pro<:CSII should inelude a disttlbution 
c:i1eddiat to make CXlI:ta.in all reports are updated conaisrendy once a new budget, forecast or 
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estimllte is approved. Concenttic notes that EPPI-300 has been revised twice since July 
2009. If implemented thoroughly, these changes should address this recommendation. 

S. 	 To the extent CRs are utilizcd to document potentild budget or cost estimate challengt:5. the 
CR closure processes should be revised to prevent the closure of a CR prior to the 
completion of a risk mitigation plan. In the alternative, risk mitigation plans can be ttIICked 
separately, but must not be closed until each of the action items listed 011 !he risk Iniligadon 
plan arc completed. AdditionalJ.l'. the completion of all action items must be documented 
and those documents sboule! be preserved in a centtal IoclItion. Concentrie notes that the 
EPU management team is already planning to address this cllange ,vithill the EPU action 
item list. 

6. 	 FPI. should contimlC to tnaintain EPU Project staffing as a high priority. A sufficient 
number of staff members arc required to mainlllin adequate project control, including the 
updatlo.g and production of project reports. 11lroughout our inveati,ption it was noted to 
Concentric that many widlill !he organization were o\'erwbclmed with the amount of wo.dc 
that Inust be acco.lnp1iahed given the "fast-tracked'" status of the project. At times, this may 
have contributed to dIe inconsistency or inACCUraC)' of certain project reports. 

7. 	 The EPU Project team should document the names of cadI ESC presentation attendee and 
ma.intain this list of IIttendccs with the ESC Prctcntations. 1111s wiII increase the o"e1'IIIl 
tranaparcncy into the EPU Projects lind document thllt the proper level of OYeraight is being 
provided to the EPU Projects. 

8. 	 '!be results of tiiis lnvestiglltion should be provided to the Corporate Responsibility Officer 
for ute in improving employee confidence throughout the organization. Our limited sample 
of interviews indicates !hat there are, or have been, concerns about the unlfonn adherence to 
the non-retaliation provision of the Code ofConduct 

9. 	 Concentric suggests FPL institute II. prooedute for conducting OrganizatiOllSl telldiuess 
asaessme1\ts prior to commencing new complex.latge-scale projects. This procedure should 
include II. documented rCl.1ew Qf the Project Plan to ensure that it Adequately details how the 
project is expected to evolve over time and ensure proper el!pec!lltinna rclated to 
perforntance reporting tnd meas~ent are communicated throughout the project telllnS. 
In addition, these usesSl'IlefIt8 should include a detailed .review of executive management's 
expecliltions .r:egatdlng the development and updating of the project schedule, cost estimate, 
budgets Slu:! reports. 

10. 	 Concentric and the EPU Project management teanl should conduct an invead~tion close
out meeting at the end of this investigation. This meeting will review Concentric's findings 
in this Inveatigatiou, address management's response to those findings and discuss ways in 
which prOcesses or procedures could be intproved to prevent simllu project cbAllenses-
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Febl"8/)' 19, 2DIO 

Mr•.LeWl. Hay 
FJorida Powor IIJId Light 
PPL Group Cflalnuan I\IId COO 
70D UnlYOrlO Blvd. 
luno D8801l, IlL 33408 

D88rMr.Hay: 

I IIIn wrltlnS to)'Oll wJIh rq _maabout oortpel'fbtmanco In Nuoloar PtoJeota /IIId Bxtended 
Power Uprato (BPU) In 2IlO9. Wllh tho exodua oftile entl." Sr. BPU Project Manogelllont Team, 
18111 belDs 01I0Il 88 OlIO ormlll)' lareoll In tho AlllII'O otBPU In 2009. 

III my 1'OY1ow I am.oallaed ofllotprovldlns/ldoquale'1n1'or1lllUon or ibtooalldnSlbr botillbo BPTI 
PrqJeol audNuoiOllT PrqJOOIlIn 2009. T<l1'OJ IalOwlccf80 there W8II nmt. m'llor lasue Wllh • 
Montbl,y VlII'lance Reporter 48110 p~SfaflltRoportfotNbolOll' P1o,IOftf. From. Ptq/oot 
IlaDdpoIDt; all~WOIOOD tarpt or explalnod fa wrIl111OO1. I do not ~IDVf any oiled JIIU88 
~ q rillalt ota l'r9joWQouIroIa shortoomlns. Por PowerVpnlte, myProject CoIltl'oJt Team 
60",1011011 oXflolllivo ~lndbllVr8 In PcbnulIY ot200911l'1C1 patl«ned thom after those used to 
IupjlOltthO "Bla DIs" BOIIoA /Ilterf. ThBllO IodlcatOl'8I00Juded~BanleIIlOMetrIoa. These 
Indfoafol'l \vere IPProved lIT the PrqJeot Team and PJ'IIII1tod MaroIl2009. 1110 
orlslnallAdlontv"lnI Idll on tb. BPU 8h.I'llPolntwebtflO ibr)'O'A v tw. Tho IUllOI 
ptqJeot ped'onllAnco rot JWU WOIe the Il101: fbat tllO BPU ProJeotToaml aould not :l1IpJlOrtUpdlllo 
of1bo indicators duo 10 balOl..orm-. anll loopo acldlllOlllIhlll '_, 1KIl1IIM.mIH:Iv 

fdontlffed. were OOIIIp/efIId 
woro oomplelld I
DIIlmatenyero not 

be Jnoludod amd not bl thoto OI1!dIatet. AI. ftIIIIllttll_' 

ullb1lllleci and 0WlII1 PrqJootportbnnanoo WIll 

oomplMllllbout hllvlns poorp~ IndlOlllOJI /t()Waveru 

dllllvet a potlltve meallllJO IItbore wu IlOIlO to doilYIll'. ThII 

throuSh tho aprInlJ ot2009. ~eotManq0l11111C1 BnaIRNI'I 

Sr. MI1JIIgW8 would DOt 60c0pt 11m poor pwJbrlllllnco 

told In late 2008 beIbJe J was eu/snod to BPU ebat !he 

oonttnuod to dollver (his m....so.Ions"lth poor 

ot'2009, Sr. Mlnaaomont doold9d II wu~;t~ru.~,:IO~:~f:::U:.:;{~;oondltJon OfBPUwhloh Ih 
Tellft. 
111111 
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_,*,"VO<lOl)dauedlGwomenwllh~II~";IIOW;!~~~~!I~~
'lWn dOu lIoth.VIII olear...ofwllatlho tlftRI 

I am OOII~ eboutlowPP.L wfIJ RIpOIt these f1ncIfIIp at IlIlIlIpoomlnr PBe heerlap. A'I'I1 
Inlbna6tloo fi'om BPU o_than wIIlohWlt pmon(edto ~0I11 Iatt.llmmot wiD be I 
mlllllpUllllon ollno tNlJI. Cl/mIattopon!ps tbtPTH IUId PStdooIlIotCOIlfIda IDtbrmatton 
~"'uodoll.lroIIbfowith lboloPrqjoofl. TIIolrollbfo WlS OI1OlIgb to I'!IpJIOO IMOlltko 
Sr. Projoot'team.. 

Mylelllll doIlvered tho ~eoC~IGSr, MamjplOl4lllt. Sr. ~dId notWlnf.fo. 
aooopttlio ~ M;y Plblll BYeluIdIoa tor2009 "Ibooalypoor MkIatIon r,._had in 
my OIIffro __"!!¥las wor.., litPJojootCQ!lll'off tor IOIlle go}'Ollnl. My1brmorpoI!Cton. 
boAnoomlGstom..W*\VJIb.AtmS~.BlirJInpm6,CA. ~IWIIPtq)eot 
CoIIIlvII COII~tbr'N'A9A In HouatonworkCnawl1lt IIIoProarem MIIIIPIIl",t 
.Dl,I./OQ ofChoI~ SpIICO SIII'CIoo. AJao wldtARBS, 1 Wlf. Prqjeot ConIuIlIllUbrdl, 
DAlUITPto,IeoI(DPaI Axle Rad/oampl"'~lOfeetJWlkt) atLot AliIIII?' NaIfonII~ 
wIIote r""}IIltof.Pro.I.t 'l'WuIl f&at 0IItiI0d It.DOH DIoocIIIIIIIOO IIW11fd'l'br .DoftIa s,.tomt. 
..dlo tICOltI, 1111 Tom!. told Ibo tnlth about tbo BPU fImmoIal OOIIdIf/on lind that tNdt did not 
tI\lMIt JlPL OIIpootatlont. 

PlMlly. UIIO\VIb/a IolloreGIMI ata Hmowhtn m 11M ordmd1bo InveItfstflon of~ 
00B0erIIJ IIemmIIIJ f\'om tIl.Ian. ~ 8IId Pob. 4* 11IIt\InI. Iam In no l'I'a)' IPoohlocl wICh dio" 
kIItIn. I <Illy _10 elIJ)JUs myOClnOOm flbout lIJ)COI'IJlns PSC IIIariup ItId my ulllUltllllod 
nopIIlIOompro,.lltVfew; 1hll1'O copJed 1111 JllpIlI'¥hor olld bulll1lD l'OIOUl'Oea. 

"l'hIIlk}'Oll tbrfIkIIa tilt limo 10 I"IIIId this 1oIt«. f 
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March 1$,2010 

Re: 	 Independent Jnvostlpdon ofFobNary 19, 2010 Coneapondenooto Mr. LewI. HIY, FPL 
Oroup CbaIrman and CBO 

Dear Mr. Reed: 

Tho purposo or tilt. IoUer I. to reqllOlt 1IIIn )'Our company conduot an IDdepondont fllotuaI 
IJJVlIItipdon v,oItb ,..peat to the aIalenlllllll and .ubJeot matter 00III:Iln$d In tile Jeftnnced 
COi1O$pOOdeaoo, • copy of'Wblcllls atfaohed" with the excaptlon of mattent portafnlng to tho omployt:O 
perfonDllllOt I'OYIew ofllIe author ofthe ~del106. 

. the OJI&II8Oment should be bandied IIIbJoot 10 tile lerma 8IlcI oond1tlona of tho _Itlna aemcos 
epement IIBIIDdmeot dMt Ippll0810 your company'l work fbi' PPL t1uougb Deoembor 31,2010. and 
"!UfCllo PPL~ f\'om othor_k perl'onned under that amendDIent. 

PIeuo dlroot III)' J«IIIeIII fbl'SIIpport or iJJtormatIon reqDIrod to aupport your work to lilt, 8IId 
report !be rauIII of)'Olll' Invoadptloa to me. J would appreoIaIa It Ityou would sI. and nIUm .oopy of 

tormatllled herein. 

I!ftclolure 

.ACCSPTBD AS ovNtwi IS .2010 

~:?? 
Page loU 

.~,.......,...)9.R~..~.'.~.l3':1p,~~m_~.~Ja.l. . ....... ,._........... q9~f!P.~NI!AI,... ......... .......... ' ............Q1J1~§...... 


dd.1ottc!r to mo acknowledging apomoDt f!I perform tho aboYo-relanacod 8OOpO of work aubjeot to the 

~----~-.-----..-.---- ..-------.----~--
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Project List for Florlda Power and Light 

DESCRIPTION 
DA'l'E 

FPL Regulatoq Adviaoty 

STARTNAME 

Witness training to help FPL prepare for the 
cross- examillation "hase of dleir rate ClISe 

FPL New Nuclear Filings 

4/1/2005 

Provided Florida Pmvct & light Company widl 
regulatoty support seMCI!S and expert 
testimony I1l18OCiated widl its Need Study f.ded 
widl the .Florida Public Setvice Commission 
and foUow-on support as needed lit the NRC 

FPL New NuclCllf Cost 

7/25/2iJfJ1 

4/12/2008 Prepared expert testitnony on behalfofFPL to 
Recovety Cilluse Filing suppon the rCllSOlltblenC88 of their project 

management. rlak management and coat 
eatimation P!.'actiCl!S. 

FPJJ Rate Proceedings 4/22/2008 Retained 118 II consulting capen in anticipation 
SU\)pO/.1'/Benchtnukill2 ofooatible future FPL !.'ate Dtoeeedill28 

FPL Renewable POItt'oUo 12/31/2008 Assisted FPL widlanll8sessment ofvarious 
Stllndud mechanisnls that have been developed both 

nationa1l)' tlnd intem~tionany to promote 
renewable 

FPL 2009 New Nucleat Cost 1/1/2009 Prepau:d apen testimony on behaJIofFPL to 
RecovCty Clause Filing support the realonablenes's of their project 

management. risk mllrutgement And cost 
estimation p!.'1lCdccI. 

FPI. SeeuritiZAtion Testimony 1/15/2fX1.) Pro\o:ided testimony contlnenting on state 
issUllnce of securitization bonda for new nuclear 
plants. 

FP&L2010 Nudeu Cost Pl'epa.red expert testimony on behalf of FPL to 

RcCO'l'Cl.')' Clause Filing 
1/1/2010 

support the reasonableness of their pecjcl 
mRn8gentCllt. rlak mmagement, and ocst 
estmllltion tll'1Icticea. 
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1. 	 AnnUAlI Cub Flow, PSI.. BPU Project, August 1.2009 
2. 	 AnnUAl) Cub Flow, PSI.. EPU Project, October t, 2009 
3. 	 Annual Quh Flow, PSI. BPU Ptoject, October 2009 
4. 	 CR 200a.t1443,Aprl)3, 2008 
5. 	 CR 2008-37753, December 10, 2008 

No. 090009-EI, May 1,2009 
--,,,-..I-~No. 090009-EI. Exhibit 1. M.y 1, 2009 

No. 090009-EI, May 1, 2009 
Docket No. 090009-EI, May 1,2009 

recie!eut, Mau:h 26. 2009: 
I John Reed, Sam Eaton, re:

•••••••••••'0 Samuel EAton. Project 

February 19, 2010 C( Lewis Hay, PPL Group ChAittnan and CEO, 
Mareh 15.2010 

14. BPPI-300, Project Change ConttOl. Rev 00 
15. BPU lessonllleaaled FPL from April 2010 
16. Extended Power Uprates, Executive Steering Committee Meetiug. Saint Lucie & Turkey 

Point. May 1,2009 
17. Extended Powet Upmtes. Executive Steering Committee Meeting, Saint Lucie &. Turkey 

Point, June 23. 2009 
18. Extended 	Power Upmtes. Execum-e Steering Committee, St. Lucie sild Turkey Point 

Sepn:mber 9. 2009 
19. Extended Power Up.l'lltes, Executive Steering Committee, St. Lucie alld Turkey Point. 

October 22, 2009 
20. Extended Power Upmtn, Executive Steering Committee, St. Lucie and Turkey Point, 

November 13. 2009 
21. Exte.nded Power Uprate&, Project Update, Saint Lude.July 25, 2009 
22. Exte.nded Power Upntes, Project Update. Turkey Point, JuI). 25, 2009 
23. FL PSC Docket 080009-BI Tn Re: Nuclear Cost Recowry Clause 
24. PI. PSC Docket 090009-EI, In Re: Nuclear Cost Recovery Clause 
25. FL PSCDocket l00009-EI, FPL Nodce ofIntel'lt to htllin Party Status,JanuatJ 6, 2010 
26. Florida 	Power &: LIght Company, Code of hlness Conduct lind Ethics, most recently 

:evised October 16.2009 
27. FloLida 	Power &: Light CompllnY'$ Petition for Approval of Nuclear Power Plant Cost 

Recovery Amount for the PeriodJanwuy - December 2010, May 1, 2009 
28. Florida Power &. IJsht Company's Petition ro Dete.rmine Need for Expansion of Electrical 

Powet Plans and for Exenlpt/on from Rule 25-22.082, F.A.C., Docket No. 07O<102-EI, 
September 17, 2007 

29. FlDrida Public Service Commission, Order No. PSC-08-0021-FOF-EI,January 7, 2008 
30WOMter 
31.~ request for BPU Saturday SeSlllon.]uly 25, 2009, 8:00.AM to 3:30 PM 
32. NPDI-304, Eetimate Prepantioll, Rev 0 
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33. PSL EPU Modification Scope Review datcdJune 16, 2009 
34. PTN EPU Scope Review dated June 2009 
35. Response to Docket No. 090009-EI, Staff'a Fifth Set of Interrogatories. Interrogatory No. 

53 
36. ShAW Stone &: Webster. Inc" St. Lucie Nuclear Plant, Balance of Plant. Extended Power 

J !prate Seo»iaa Stud)!. February 2008 
37. ShIlW Stone &: Webster, Inc., Turkey Point Nuclear Plant. Balance ofPlant Extended POWC( 

I:IPmte S;;gpinr Stuck. Feb.l:UU)' 2008 
38. Summaty Cash Flow RPU Totld 090217 Reviewcd.sl., "PSL BPU Projed Total," February 

17. 2009 
39. Total Project Cuh Plow, P1N EPU Project 2009, May 31,2009 
40. Total Project Cash Plow', P1N EPU l>rojeet 2009. August 2009 
41. Total ProjeetCuh flow, P1N EPU Project.2009, Novc:mher 2009 
42. TtI\I1sc.ript of DiteCt Examination of I tSeptember 8, 2009 
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Februaly 19, 2010 

Mr. LewbHay 
Florida Power and Light 
FPL Oroup Chaimllll\ and CEO 
700 Universe Blvd. 
luno Beaoh, FL 33408 

DCII1Mr.Hay: 

I am wdtlllg to you with my concerns about cost periolll1llllc:O in Nuclear Projccls aDd Bxtcoded 
Power Uprale (BPU) in 2009. Witb the exodus orlbe entire Sr. BPU Project Managenumt Team, ) 
am being cited as one ofmany targeIs in the falJUte ofEPU in2009. 

,y",,,U IJIIIV" to IWQDIe 
led both positiOlll rqKII'ting OYer 

100 people (cootl'8ctOl'8 aDd reporting to me at five lites I\Ild a Controls 
_ rom July 2009, whicb is when.rBPU, unlll November2009, Ireported, apin to 

While reporting to _ he.!2l!!!!!.!.number oftimes bo thought J waa 
I a goOd job. During the time I for _ he took me to dinner and elIpre$Sed 

WI appn:dlltion for my 5UppOrI while working ror him. 

Innty nwisIY ram llCCllaed ornot providing adequate infunnatlon 01' forecasting for both the EPU 
Project and Nuclear Prqect& in 2009. 

Concentric hB8 foUnd no ra8SOl'l to dispute any of the assertions above. COl108ntr1c's 
$Cope of worlc does not Include any 1&sue'S related to the 9t1IpIoyee's psrformance 
t.tppl'8Issl. It III OIJI'understanding that FPL has Independently fnJttated COlTeCIJve 
action regarding review. See S8GIIon I of the raport. 

To my knowledge tbere Will never a major issue with a Monthly VarilUlCO Report or 1\ Site Project 
Status Rtport for Nuclear Project&. From a Project standpoint, all projects \¥tre on larget or 
ClXplailled in variancea. 1do not believe !lny cited inues were a result ofa Project Controls 
sbortCOlll.in& For Power Uprate, my Project ControlaTeam developed cxtcn&ive project 
indicatora in Pebntaty of2009 and pallomed tbem after !bose used to support tho wBig DigH 
Boston Artery. These indicators included Earned Value Molrics. These ludiaItors were approved 
by the Project Team aDd presented to inMareh lOO9. Tho originlll indicatora are still 
011 the BPU SharcPoIut "'IIbsite for you 10 VIew. Tho itsue& effecting project performance for 
BPU were the fact that the BPU Project TeRms could not support update ofthe mcaton due to 
continuing baseline reviews and scope additions that were not pnwiously identified. 

Concentrto genera/Iy COIICUtS with theBe eSSf1ltlonB; while we raise COI'IC8tnS regarding 
certain plDC6dl.ll'8S wlrhln the ProJect Controls f1lDIJP, we do not belJave that the EPU':t 
Project Controfs P9/'BOnnei or worK product Is or lies been deficient. Concentric agt'fHlll 
that prior to July, 2009 the ongoing bBseilns ",vlsws and scops addltfons were the 
princlpel c/rfvefB ofcost uncertainty. See Section IVof the ff1port. 
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The scoping studY:x' TIIIi'imates ~completed by the Shaw Company and wel$ 
commiJaioned by 	 completed befure I joined the Projcet. 

Concentric note: Shaw's scopfng estlmetes were completed In February 2008•• 

_joinedFPL In May 2008 and the EPU Project in January 2009. 


There estimates were not adequato and St. Management continued changing phIloaophy on what 
was to be included and not included in th. estimates. All a baseline 
established and O\'eIlIll Project ped'onnance was wry poor. 
eompIain about having poor performance indicators however as wo eould not 
deBvcr B positive message ifthere was none to deliver. The situation continued to wOJ'Ien 
through tho spring oflOO9. Project Maoagcrs and Bngineers wore not correcting issues and tbe 
Sr. M8I1II8ers would not accept the poor perf'ol1l1lUlllC messages. 

WIth the benefit ofhindsight; It Is cisar that the Shaw ans/yBIs did not Include all of 
the scope required for the uprates; hoWt1ll8l', Co1lC8ntrlc has not developed an 
opinion as to whather it was reliable or adequate when It was prepared. Concentric 
did find evidence of concerns with the study's comp/eteness shortly after It was 
prepered (see Report Section IV) and of frequent scope chenges throtJ(}hout the 
history of the EPU project. We view these scope changes as the predictable result 
of mOlfJ detsll6d englTI&BrIng analySBS. which MIre the principal cause of the poor 
pelfonnancelndlcatOlS. 

Our interviews provided credible evidence that prior to July, 2009 EPU san/or project 
management was slow to respond when presented with revised cost f0ffJC8tJt8 and 
concerns about the rellabINty ofthe Shaw study. SGfI Report SecIIon VIII. 

The was told in lato 2008 before 1\vu assigned to EPU that the projects 
WCfC ill trouble. 

Concentric was able to confiIm through the course of its interviews, thet the_a . 	 was alarted to the potential for IncteBSed cost estimates at PSL & 
PTN In la/e 2008. In addition, Concentric noted and reviewed two PSL CondItIon 
Reports from 2008 which Indicated the potential for trddltlonal scope and cost 
chal16nges. See S9ClIon IV of the report. 

My Team continued to deliver this message along wi1h poor weekly performance reviews. 
Finally, in Julyof2009, Sr. Manasernc:nt dei:ided it was lime to inform Executive Mallllgera of 
tbe poor condition ofEPU which precipitated the replacement of the entire EPU Project Sr. 
Management Team. 

Concentrfc has confirmed that the Project Controls group continued to present EPU 
senior mallBflBment with doctJf118nted concems about the projoot's cost forecast In 
the flrst few months of 2009 (888 Section IV of the report) ThIs Informallon, ailer 
baing brfef1y raised In the June, 2009 ESC meeUng, was presented in detaN to the 
ESC in July, 2009. It Is s/so Concentric's understanding that during the time period 
between June and July 2009, executive management rnad9 thB decl8lon to change 
much ofthe EPU senior proJect management. 
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My Project Controls group prepared delllilcd reviews that werc presented 1.4••••8 (e ill 
luly 2009 on the poor condition ofEPU. 

The Jufy 26, 2009 ESC presentetlon8 Presented~P!!!!!!I!!~!!P~!~COfJf1rrrJ6diiii.ii the ettendence "8 

At the time, the cost overview for PBL WIllI: Original Budget S656MM, Curren! Forecast 
S795MM showing a negative variance of(S139MM). For PI'N: Original Budget was S749MM. 
Current P<m:as! S909MM with a negative variance of(S160MM). 

Concentric has canflrmed thesl1 values. Sefi Section IV01 the report. 

For PBN: Original Budget was S3S1MM, Ctmcnt Forecast $497MM with a negative variance of 
($14OMM). These nwnbcrs cleady show the gravity ofBPU negative performance. To my 
knowledge, these numbers have continued 10 worsen with tho now Project Team to wltere fur 
PTN and PSL, the Team does not have a clear idea of'w!tat the final costa will be. 

Con09ntr1c's soope 01 wortc locused on the Florlde EPU projecls, nol PoInt Beach in 
WIsconsin. Following the July 26, 2009 ESC presentations, the EPU project team 
has reported addItlonBl cost escal.tton at PTN & PSL In ESC pnnsentetfons. The 
foreo8st as 01 December 2009 was $831 MM for PSL and $1012 MM for PTN. The 
current forecast for both PTN &PSL remain under revltJw pending a thlrrl petty cost 
analysis for PTN U3. See Report S9CIJon VIII. 

[ am concerned about bow FPL wili report these findings al the upcoming PSC hearings. Any 
infbrmation ftom EPU other than which WIllI presented 10Management last sumJllOr wiJI be a 
manipulation of the truth, Ctment reporting for PTN and PSL does not contain inf'olll1lltion 
sho~ there Is serious trouble with these PrQiects. Tho trouble WIIS enough to replace the entire 
Sr. Project Team. 
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Bncl05ed with Ihis letter Ire the presentatiOllll given to_lastJuly. Ifyou investigate 
cuaent estimates for PTN and PSL, drey were stated in Novembel' 2009 as being the original 
Shaw estimates. Currently the numbers are in review.

i p'tsted that his concems about reporting to the PSC were generated by 
8 ravlew of the November PSL Annual Project Cash Flow and PTN Total project 

ClIsh Flow reports. Concsntr1c has reviewed the repodB cited by L and 
has determined that he Is correct that they Incol'r9Ctly relied upon the otfQlnafneed 
determlnsUon cost estlmal9s. These IneccuradfJs were correctEKl on a going forward 
basis prior to this investigation commencing. I did not seem eware of the 
post-Ju/y 2009 ESC presents/Ions or the raVlsed cost fOf'SC8$/ presented therein. 
Concentric has confIrm8d that the correct Information about the post.JuIy 2009 
statulf of the cost estlma/es, inclUding the July ESC presen/sUons attached by 
_tohis Ie//er. was provided by FPL /0 the PSC stallsspart of its rBVIew for the 
2(J10 NCRC. See Seclfon IV of the report. 

For PBN, the estilllate WII$ slated in Decel1lber 200911$ being SSS2MM and cum:ntly rbellew it 
Is ova- S6OOMM. That's almost 2 times the Original Sllaw budget estimate. 

My team delivered the correct message to Sr. Management. Sr. Management did not wanl to 
accept the message. My Final EVllluation for 2009 18 the only poor evaJumiOl'lI'w ever had in 
my entire career having worked in Project Controls for some 30 years. My fbmter positillll$ 
before coming 10 FPL were with ARBS COIpOnition, Burlinpme, CA where I WBS p.t 
ControJs ConsuIfftntlManager for NASA in Houston woddng with the Program Management 
Division orthe International Space Station. Also ,vith ARES, I WBSa Project Consultant for the 
DARHT Project (Dual Axis Radiographic Hydrotes! Facility) at Loa Alamos NatlOllllI Laboratory 
wharo I \VIIS part ofa Project Team that CIIID.ed the DOB Excellence award for Defense Systems. 
For the record. my TeallllOld the truth abolll the BPU financial condition and that trutb did not 
lReet FPL expectations. 

Finally. I know this leiter comes lit II time when FPL hOI ordered the investigation ofemployee 
COl\Cl!l'RS S\CIlUn.ing from theJan. 20'" and Feb. 4lhletters• I am In no \VllY associated with tbose 
letters. I only seek to express my concern about upcoming PSC bcaringa and my unjuflti6ed 
ncptive employee feview. Jhave copied my supervisor and .human resources. 

Thankyou for taking the time to read tbis Jelter. 
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Sam Eaton 

From: 

8ent: 

To: 

Cc: 

Subject: 


Importance: High .. 
•n my opInIon, my relatIonship with • 'S beeom1nc Increaslll8lv strained. I don't feel I have a success path 
to developil'll a professional refadoiiShfp With him that can benefit FPL. He has been cordlal'n public bllt In the one-on
one closed door "touch base'" sessIon we had yesterday he contlnued to ten me how dIssatisfied he Is wIth my 
performance. He has not put me on a formal A·PIP that rm aware of (as I dbcussed wIth you) however, he has liven me 
lIlCercises (with Chana.rverbal;ectatlonS) that makes me suspect he thlnb he's established me In the prosram. I 
feel, especllllly with . . early departure yesterday. that I am the next target for elimination from., 
organlDtlon. He toldme In private that he does not Intend belns fired as hls predecessors for poor performance and he 
will not let a few ·stupld" people affect his manasement effectiveness. 

Ifeel It's time for me to develop an lIlCit strategy from FPL I need to discuss this with you at our next meetlrlfl since IstUI 
have flnandlll commitments from when 1_hired. I need to mInimize my financial exposure In leavlns the eompany. 
Also, as a part of my own professional attItude. • want to make sure there Is an adequate turnover for someone chosen 
to be my SUJ;Cl!Ssor. 

Thank you In advcnce for your help With this and I look for to speaking with you soon. Hopefully we can have this 

discussion early next week. 


1 
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Shaw &oping Studilll completed for YIN & PSt. 

Exhibit 8: CbronoioBY 

dated Fcbruuy 19, 

PSL Trend Register 

Pebmuyt9, 
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2/09 

2/17/09 

3/2009 

2/28/09 

3/26/09 

4/30/09 

5/09 

5/09 

5/1/09 

trend would iocreue bud&et from $95 
MM w.itb note "ForeCllst based upon 
ftom Bechtel to date-addiliootl 
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5/1/09 

5/1/09 

5/31/09 

.:l:1e-filed direct testimony submitted 
''The EPU projects life progresaing 

schedule and wirhin budget" lind ftAt this time, 
not identified .ny need to .revise the total 

Inoin-blndllllt cost estimate provided last MJIy in 
080009-BL" SponI0I8 Schedule TOR-7 

includes $1.48 project COlts or$1.7 B m
CO!IIJ. State. tbia rep.resCllts the cuneot 

m-K.n'kc costs. FPLalto 

LaIc MAy O~ l£oJJowiJllII: 

6/rJ) 

6/09 

6/09 

Exhibit 8: Chronology 

Direct Teslimony 04'••• 
•••• Pg 2, Appendix r. Pg. 104 

Ir<>....n.nu."" Cash Plow Report, 

Project Ca.h Plow Report, 

BPU Scope Re\·iew, Junc 2009 
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7/09 

7/1/09 

7/1/09 

7/14/09 

1/20/09 

7/20109 

7/25/09 

CONFIDENTIAL 

lassem~,llng And J:dUrbislunent of oilien, And DEH 
pwnps &om EPU scope. Umited 

Page4oI8 

6/1/09 

6/3/09 

6/17/09 

mow R.t'oc,rt includes yenow 
Ipetfom~al"l(:e indica fot budget forecast. Notes: 

Stitus it based on the current approved 
funding. Detail. forecast at Completion ia 

lun,detl>IIIIV." Tolltl Project Cost SummAry listed at ' 

COSIlI.t 

I~~.:>'OJMM vs. $225.2MM in 5/08 scoping tlnalyIi.. 

In.~eom.mel:lded deleting U1 exciter rewind. No. 5 
heater, tepowedng condensate pump C, 

of one citculating water pump totating 

PSL Annual Cub Flow Repott. 6/1 

~ Briefing. PTN, p. 26 

6/'1.3/09 ~ Briefing. pp. 3,4 

~Briefing. PIN, p. 26 I 

ESC Briefing. PIN. p. 26 

dated Pebnwy 19, 

FSC Briefing. PSI.., p.8 

ICDR 8.3 Supplemental CONFIDENTIAL 

FPL 152940 
NCR-tO 

CONPIDENTIAL 

011440 



ORDER NO. PSC-IO-0541-CFO-EI ATTACHMENT A 
DOCKET NO. 100009-EI 
PAGE 47 

FPL152941 
CONFIDENTIAL NCR·tO 

CONPIDBNTIAL 
Bxhibit 8: ChtoOology 

,,\;1)ATB :;':,::p,\,::;\:;,·:;;::;;.i.i '::~:;:,':;"" ,...,::;;:'\j.j ",,, ,',', ,

lESe adv:iaed that Needs flling.is based on $651MM

,PSI. COlt CJtimllte VII. cuuent alimate of$796MM; 


7/25/09 7/25/09 ESC Briefing, PSI., pp..w. 50 
!ESC also informed that CVPRR ill aUll highly 

iPMitive. 

ESC briefed that PTN 3&4 \'Prates are now IlIrgeted 

to have LAR submittllls delayed by 10 months, 

OUtage durations tRrgeted hlIve illCl'Cllsed by 112 to 


160 dAyI,lInd in-seMcc dates haw. slipped by 1

7/25/09 7/25/09 ESC Briefing. PTN, p. 3

month (U-3) and 2 months (U-"); while outage 

dundon. are to be approved by_longer 

dul:ationt have been included in bolinas model. 


! 

ESC briefed that curtent c:ost eslimalC$ for PTN 

EPU have inaeued by 21.4% from S749.2MM to 


7/25/09 ESC Briefing. PTN, p. 57/25/09 !$909.7MM; rillkqlstet not synchronized with COlt 

!alimate. .nd cames BY ofJ147.1MM. 

Pl'N Tot:ll Project Cub Flow Report includa gn:en 

performance Mator for budget fotec:ast. Notes: 

"Co,t status .is bued OIl the c:ur:rent approved 
 PIN Total Project Cult Flow Repoz:t,8/2009 
l>:oject funding. Status will be reset upon approval 8/2009 

ofadditional fUnds II appliCAble," Total Pro~t 


Cost Summary chanaed' to S75OMM. 

PSLAnnWll PJ:Oject Cash Flow Report inclllda red 

pcrform.nce indiator for budget forecast Notes: 

"Cost status is based on current approved project 
 PSLAnnual Project Cub Flow Report,

S/1/09 
funding. Detail Porecast lit Completion is 8/1/2009 

undeIWllY.· Total Project Cost SlIIl'lIIll\ry remains 

"under te\1ew". 

FPL answers Stllff Interrogatory 3-53 with reference 

to Schedule TOR-7. SllItes "the COlt to complete 

each proJect.is subjec:t to c0Il5tl1nt c0Il5id.eration lind 

revision, and will be subject to continuous anal)'1Iit 


SlIIff InterrogatolY 3-53.8/17/09 until each project .is placed jn ,entice. For the 

teporting obligatioDf described llbove, FPL IlIkes • 

"snap.hotH of thif cootinuou. process at 11 particular

IPoint in time.· 

!PIN Total Project Cub Flow Report includes 

'yellow peU01'mAnee indicator for budget Foree..t. 

NolC$: "Cost atatus is baaed 011 the CULmlt 
 PTN Total Project Cash flow Report.

9/2009 approved Project funding. Status will be nosel llpDO 9/2009 

approval ofadditional funds QS applicable.» Total 

P1'9lect Coat SulllllllU1" mnllins $750MM. 
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l~i:,t~::PA1.B'" ,~,-"... ,",~",,',;: " ••',_, ';,\< ,'.' '.., ,:,',,~ ·::SOUROB"·'·· .... . "C'''·, >i' ''-' ~'" ,', ,,'' ~ ','~['.. ' ~ _ _ ~ ,,,.,, 'f '." 

iPSI..An1lUlll Project Cash Flow Report includes red 

pe::COltDIIllce indicator for budget forecast. Notes: 

"Cost slatus is baed on C\llrent Ipprcwcd project 
 PSI.. Total Project Cash Flow Report,

9/1/09 
! funding. Detail FOI:ecast a t Completion is 9/2009 
!undet:WaJ"" TolIl Project Cost SwnmRo/ remains 

·under review".
I;PSC HeArings in Tallahassee., Fl.. 

. confums that the SAme anawenl contained within his 
Electronic transcript ofhearing in Docket 

9/8/09 ptt-Iiled direct testimony would be given today ifhe 
090009-EI, Vol.2, Pg 209 

ms asked the SAme questions. 

ESC advised that cost estimate has incteaaed by 

SI44MM ($1.85:8 va. $1.7tB) since last ESC bde.6ng 


week! earlier; PSI...Is now at $831.2MM .pd PIN

9/9/09 9/9/09 ESC Briefing. po 4, 9 

at $1019MM; risk:. and contingency components 

live supplAnted scope not defined as budget 

lteaorf· 


11lele are ~ PSI.. October 2009 Annual Project 

Cash Plow Reports with different budget 

performance indicatms. PSI.. Annual Project Cub 

Flow Report includes ted pet:£onnance indkato.t fur 

budget forecast.' Notes: "Cost slatus is based on 

cw:rent approved project funding. Detail Forecast Ii 

COIllpJetion is underway." Totlll Pmject Cost 
 PSI.. Annu.l Project Cash P10w Repott, 

10/1/09 Summary remains ·under review". The second PSI.. 10/1/2009, PSI.. Annual Project Cash 
Annual Project Cash Flow Report includes yellow Flow Repott. 10/2009 
petfonnance indicator In one and ted In another. 
Notes: "Ptdiminaty eagineering maIy.e. ate 

identifYing .dditional project scope. Engil'Ieeripg.ls 
evalu.ting optioll' !tnd budget imp.cts." Total 
Pmject Swnma:y is ch.nged to $651MM. 

PIN Total Project Cash Flow Report Inclndes 

yellow pe.d'onnllnee indicato.t COl budget louealt. 


PTN Tom! Ptojcct CostSwnmary.
Notes: "P.rdiminuy engineering analysia are10/00 10/2009.
Indentifying additional project scope. If Totlll Project 
Coat mnams i7SOMM. 
ESC advised tbllt cost forecast is unclunged u 
$1.843B; contingency (bsdancing wriable) hAl 

decn:ased by $12MM; AFUDC c.timatc has been 
revised downwards by $200MM,1Itld now reSects10/22/09 10/22/09 ESC Bri'.e1ing. p. 3
only FPL sh!\fe <aU other costs presented Are full 
plllnt cOIIt); total BPU cost eatim1tte at $2.078B, with 
transmission Rnd APUDC; coat pet kW 11 rol1ghly 
same a. needs filinp;. 
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":: .. ... 'DA';l'B\\)i!\i;i11"';3:;}:''';.:::·;:Y:''''i.~m2;W;,;::i};?Iii.'~: ;.~;::!.' ~:.;~::{SOUltQB.'2';T!Fi: "~';;\ii.(;;'!,;:.:.:;ii·;(~i:l::t~[I:!~~ 

10/22/fIJ 

ESC given tables fot PSI.. and P1N where "Totlll 
Project Cost Sutnmaty" usn originlll 5/OB cost 

10/22/09 ESC Briefing. pp. 30, 31:
estimatcs not =nt eatimatea; indic:Ator for bud&et 
is ydlow, but mould have been red per report 

• . notes 

owner. 

11/2009 

P1N TotlIl Project Cub Plowll!ld PSI.. Annual 
lAsh F10w Repom include yellow perfOlma!l<:e 

r:!~!Total Project Casb Flow and PSI..lndkator for budget performance and the Total 
ual Ouh Flow Repo.!:b, 11/2009

Project Cost Summaries ate the original 5/OB Need 
:Determination value ... 
ESC Mivised that cost forecsst remaim unchqed 

11/13/09 at $1.843B; coatiugmcy 1m been reduced by 11/13/09 ESC Bdding. p. 3 
$7.7MM. 
ESC pmlCftted with tables for PSI.. and PTN where 

11/13/09 
total project COlt shown is 5/OB estimate, not 
CUttent estimate; budget !ixeCllst indicator is shown 
as yellow, but should Mve been red per report 

11/13/09 ESC Briefing. pp. 40,41; 
interricw !lota 

owner. 
P1N Total Project lAsh Flow and PSI.. Annual 

12/09 
Cash Flow ~ru include .red p~.anance 
indic:Ator for budeet performance and the Tottll 

PTN Total Projcct Cuh Flow Ind PSL 
Annual Cuh Flow Reports,l212009 

PJ:OjCj,:l COlit Sununariel ate listed as UDder J:C'II'iew. 

12/5/09 
,former 

~ as a Rlult oC performance laue•. Interview; BPU..Mavement ofout BPU 
. Project Since July 2OOO.:xI.S . 

,Higil Bridge Associates .retained to provide 3m patty
12/8/fIJ FPL l>U:tehase Ol"Cier 00lZ7777, 12/08/09'estimate ofPIN U3. 

ESC provided witb tltbles for PSI.. and PTN where 
project cost summuy shows 5/08 estimAtes, not 
current escimatea, and budget Carecut inwator is 
miettkenly,hown 8S yellow, not.ted. Ho\ve'I'et, in 
balance of dle report, the current cost forecas t is 

12/28/09 ESC Briefing. pp.. 2, 5, 8, 13,12/28/fh $1.843B; COIIt coatingenc:y categoty has been 
18,19

eliminated and "scope not defined" ("SND', has 
been ~stllbli.shed; SND b•• decrcued by S4.8~ 
Support oEPoint Beach Js placing additional strain 
on PSL and PlN resoun:e.; LAR analysis is driving 
lscop..elcost increases. 
Annual CAsh flow Blides for ESC presentRtion 

1/15/10 modified to clearly stllte what rcJateJ to the total 1/15/10 ESC Briefing 
I>J!Oicct forecast A11d the anll",,1 tOfCalst 
Risk regiater Eor P'IN inaeased by $9.5MM. \Vith

1/21110 PTN lislt register, 3/4/10, cllllnp tabeqllll1 redaction in colltingetlg'.--..,-......--.~ 
RUk ceg.isterfo.t PT.N iocl'CllKd by $10.1l1d2>(;..Jth2/8/10 PTN risk .tegiater, 3/4/10. changes tab equal reduction in contin2el1cv. 
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2/23/10 

2/23/10 

3/1/10 

3/4/10 

3/29/10 

4/8/10 

'.j',,, 

2010 ESC Presentation pn:.ents ft white 
budget indicator fot PSL Ilnd a green 1ItU1ua1 
indiator for PTN. TOIllI project COlt ate 

.indicatl!s LAR reevaluation may 
of chcckvaluc to mitigate PIN 

pR:uure drop. Con increase ill nlted as 
"""",Rgul'c:xis updated with $19.1MM of 
risk COlli include S5MM for main Iteam 
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risk register, 3/4/10, chllnges tab 

t1ti_.TTrvl,.~ p.19 
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ExhibIt 9: Response to 

FlOI'fda Power & UghtCompany 
Docket No. OIlOlJOt.El 
8taf1"'. Fifth Set of tnt.rrogatolfe. 
InlelTOlJlllOry No. 13 
PI. 1 011 

Q. 

FPLl51945 
NCR·to 

SmffDR 5-53 

Section 366.93(S)P.S., states: The utility shall report to the commission annually the budgeted 
arul actual costs as compared to the estimated inscrvice cost of the nuclear or integretcd 
gasification cOlltbincd cycle power plant provided by the utility pursuant to s. 403.:i19(4), until 
the COIIUllC1'Olal operation of the nuclear or integrated gasification combined cycle power plant. 
The utiUly shall provide such information on an aMUII basis fullowjng the fUlllI order by the 
conunlssion approving the determination of need for the nuclear or integrated gasification 
combined cycle power plant, with the understandiug tbat some costs may be higher than 
estimated and other costs may be lower. 

Please provide II listing of each analysis you believe is contemplated by Section 366.93(5) P.s. 
and should be included in a utility'saMual NCRC filings. Include in your response estimates of 
the cost and time required to prepare each listed analysis. 

A. 
Section 366.93(5) requires the annual reporting of the actual and budgeted costs to complete the 
project as compared to the estimated in service cost provided pursuant to 403.519(4), F.S. FPL 
provides ttds information in Page 464 of the annual FBRC Form I filing. It ill FPL's 
understanding that the FPSC developed Page 464 (contained within the FPSC section ofFERC 
Form 1) to satisfy the requirement olthls statute. AdditioI1lllly. FPL includes this information as 
part of its Nuclear Cost Recovery filing as TOR-7. These filings satisfy the requirement of 
Section 366.93(5). 

The cost to complete each project is subject to constant collsideratiOl1 and revision. and will be 
subject to continuous analysis until each project is placed in service. For the reporting 
obligations descn'bed above, FPL takes a "snapshot" of this continuous process at a particular 
point in time••This is a data gathering exercise which utilizes the outp\lt ofexisting processes 
that would be perfurmcd regardlcJls of this reporting requirement It takes professionals 
throughout the FPL organb:ation several weeks of work to gather and prepare this information. 
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June 21 , 2010 

I have completed a J9v1ew of the report entitled nvestlgatJon 
Repolf' prepared by Concentrlo Energy Advisors (CEA). While I agree with many 
of the recommendatlona, theJ9 la one area of the report In particular that I beUeve 
warrants clarification: the assertion In section D that 8 a 300M, or 27% InOJ988e In 
the projected cost of the (Extended Power Uprate] project ahould have been 
dlecuaaed In the live teetJmony of Sept. 8, 2009." On the aurface, the tlmeUne 
presented seem. to support thla as a reasonllble conclusion. However, the 
Investigative report does not reflect the aeries of dl8cusslons that occurred 
between various members or executive management between the time of thB 
award of the engineering, Procurement. and Construction (EPC) contract to 
Bechtel Power Corporatfon (Bechte~ and the Florida Public Service CommIssion 
(FPSC) hearing on EPU project cost recovery In September 2009. 

In summary, It was wall known' that Bechtel has a reputetlon for taking 
narrow views of contraote, excluding legitimate scope, and generally being 
difficult to work with after having won a bid as the low coat bidder. Indeed, FPL 
Group had previous experience with thle type of business practice on the Marcus 
Hook project several yea ... before awarding the EPU EPC contract to Bechtel. 
Prior to awarding the EPU EPC contract, aenIor FPL management had extensive 
dlscuaalons on this point. and were prepaJ9d to "puah back" If and when we 
observed the pattern. Not surprisingly, following the contract award Bechtel In 
late 2008 and through the winter of 2009, FPL began to receive forecaats for 
both Turkey Point and st. LUCie that reflacted elgnlflcant Increa..s In coats for 
the projecla. While there was acknowledgement that as detaHed engineering 
proceeded, there would be addHlonal scope, and therefore cost, there were also 
Indications that there were opportunities to eliminate scope and reduce coats as 
well, that simply were not being acted upon. The Interactions between FPL and 
the major vendors on the EPU project continued during the first half on 2009 with 
little progress made on reducing costs, with the major focus being on Bechtel. 

ThIs culminated In the July 25, 2009 meeting dlsouased In the CEA report. 
Durtng that meeting. which Included FPL executive management (including 
myself) and Bechtel exeoutlve management, along with staff from both 
organizations, there W88 a principal focus on cost. During the meeting. th8J9 was 
an acknowledgement that there were, In fact, opportunities to eliminate costa that 
had not been acted upon, and 80me anecdotal examplea were discussed. In 
summary, the meeting ended with Bechtel agreeing at FPL's request to dedicate 
resource. In conjunction with FPL to Identify and eliminate unnecea.ary coats, 
Including duplicative overhead. It was agreed that the team would report Ita 
results following completIon to FPL EPU management, which In tum would be 
provided to FPL executive management. 
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The CEA report asserts th~tthe new eslimiites deveJopooafter the .EPC 
contract award to Bechtel were more. reflective of current cost prOjections and 
should have- been discUssed in Sept~mbef 2009 al th/lt FPSC hearings. Whjl~ it 
is true that more was known about the ultimate scope in September 2009, the 
Bechtel cost projeciion.shad not been fully vetted or ohallengl;ld by FPL, including 
executive hlanagement, at that time. In fact, Bechfel had. already agreed during 
the July 25 meeting that opportunities existed to reduce scope and cost; 
i3echtel's track reoord at managing costs was not good and FPl had an 
obligation to fully understand and challenge each and every cost increase, line by 
line, before agreeing to the increased projections. This work had not been 
completed 13S of Septl;lmi)?r 2009. 

From my perspective, as of September 2009. Becotel projected coats 
during the period of time in question were not fully validated, and the projections 
were not ripe for presentation to the FPSC knowing thl;lt more work. remained to 
be completed. Therefore, I disagree with the assertion in the CEA report that 
FPL should have updated the project costestimate during the september 2009 
hearings before the FPSC. 
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June 21. 2010 

I have reviewed the_Investigation Report prepared by Concentric Energy 
Advisor, (CBA). In my view, the CBA ~rt a limited perspective from a 
project controls standpoint. The CEA does not 

my IEtive 
lIS the n:::~!I!!rtIoularly in tho 


penpectve. 


In the summer of2009, Jhad concerns about the total BPU project cosl forecast. 

• 	 Fl.J:st, the scope of the project was continuing to cbange based on the progress of 
the engineering analysis required to support the Nuclear Regulatory Commission 
(NRC) license amendment requesls (LAR) and the design engineering that WBIJ 
JUSt beginning. As a point of comparison, at this time (one year later), only one 
LAR for ono of the four FPL unit5 has been submitted to NRC and design 
engineering is only approximately 13 percent complete. 

• 	 Second, the more significant drlver causing the project controls organization to 
forecast a higher cost to BPU senior management was iDtormation provided by 
Bechtel Power CoI:poradon (Bechtel) in regards to their forecast of the necessary 
resoun:e.s to staff, man.. and implement the uprates. At this time. senior FPL 
tItIItlIIgelnef had significant COJlCe1'l18 about the accuracy ofthe Bechtel forecast. 

The EPU senior manaaement team reported to the Bxeoutlve Steering Committee 
(BSC) that it had evaluated what it would cost to self-perform the uprate for a given site 
and compared this estimate to the Bechtel forecast. The BPU senior management team 
determined that the Bechtel estimate was significantly higher in comparieon. ThIs 
position tabo by the eu management team. was the catalyst for the detailed review 
conducted aDd presented to the ESC on 1uly 25, 2009. During that meetiJ1g it W8B evident 
that Bechtel senior mlllllllCD'lCllt and BPU senior management were very far apart on the 
re8Qllrees required based on the current scope., to engineer, procure, and implement the 
BPU projects. Senior management considered the Bechtel position to be a "no risk." 
proposition for Bechtel and, accordingly, believed the Bechtel estimate to be 
unreasonably conservative. As a result, senior lTlIUUIgement did not accept Bechtel's 
position and the higher forecast. 

FPL senior management then directed the BPU management team to tab a 
number of acdons, illCluding potential removal of Bechtel from all or a portion of the 
project; consideration ofother engineerlns. procurement, and construction (EPC) vendors 
to perform aU or part of the worle; and pursuit of a sttategy to resolve 111e delta between 
FPL and BechteL FPL senior management also recm.phaaized it5 expectation that the 
BPU team wu to continue to challenge the scope of the project. 

During August~September 2009, the BPU management team's priorities were to 
reorganize the BPU project team· and sl:rut:ture, conduct an orderly transition, and 
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evaluate options to leverago the Company's position relative to Bechtel. During this time, 
my direct reports and I initiated a nwnber ofactivities. One initiativo was the engagement 
of URSlWashington Group (URS) 88 to their availability and capability In regards to 
BPUs. URS wanted to know if FPL intended to terminate Bechtel's role in the project. 
The BPU management team told URS that although FPL was not happy with Bechtel, 110 

conclusions had been reached with regard to staying with Bechtel, switching to self
perfonn all or part of the work, or switching to a different BPC contractor in whole or in 
part. 

I requested and received a proposal from URS as to the scope and cost for an 
independent estimate for the EPU project. At this same lime the BPU senior team 
reviewed the capability of a number of independent organizations that could provide a 
"bottom up" cost estimate 'and risk analysis for major projects. The purpose was to bring 
a range to the project estimate, quantifY the risk, and validate and or leverage the Bechtel 
Input Into the total project estimate. In parallel with the aforementioned activitJes, tho 
EPU managoment team was working with Bechtel to eliminate any redundanoy and 
Identify opportunities to streamline the project to reduce the Bechtel estimate. Ultimately, 
the option of changing vendors WlIS eliminated due to a number of factors (e.g., 
demobilization and start-up costs, schedule impacts, organizational distractiOll8). 

Given this factual bac1cdrop, when reading the CBA report it should be considered 
that during September and October 2009, there was activity ongoing to review, challenge, 
and consider alternatives to Becbtel's project cost forecast, and to develop alternatives to 
Bechtel 118 the BPC contractor. 
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