
BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 


In re: Nuclear cost recovery clause. DOCKET NO. 100009-EI 
ORDER NO. PSC-IO-0542-CFO-EI 

--------_______.....u ISSUED: August 23, 2010 

ORDER GRANITING REVISED CONFIDENTIALITY REOUEST 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 regarding that letter filed in Response to Production ofDocument 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 of those responses and 
responsive documents. 

On August 2, 2010, Order No. PSC-l 0-0482-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 FPL employee complaint letter, except for FPL employee 
names and positions. On August 23, 2020, FPL filed with the Commission Clerk the revised 
confidential document with FPL and FPL Group 1 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 the FPL 
employee complaint letter, are intended to be and are kept confidential by FPL. FPL also filed a 
revised redacted version of the FPL employee complaint letter (Document No. 06977-10). A 
copy of the revised redacted FPL employee complaint letter is attached to this Order as 
Attachment A. 

The Prehearing Officer takes exception to FPL's claim of confidentiality regarding the name of a FPL Group 
Corporate Officer as redacted in the FPL employee complaint letter. , , 

I 
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Based on the foregoing, I find that the redacted information in the attached FPL 
employee complaint letter, with the exception noted in Footnote 1 to this Order, meets the 
requirements of Section 366.093(3), F.S. All prior requests for confidentiality of the FPL 
employee complaint letter 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 I8-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 
& Light Company's Request for Confidential Classification of Document No. 06975-10, as 
shown in Attachment A to this Order, is granted except as noted in Footnote 1. 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. SKOP 
Commissioner and Pre hearing 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 fmal 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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B:rcecutive SUmlDlI1Y 

This report is the result of~n apptoximately two month long investigation undertaken by Concentric 
Eneqo' .Ad,1sora lit the request of FloridA PO\\Ie/: 11: Light's Ut\V Our was 
triggered by a letter that was Gent to FPL Group's CEO from 
wid1in the nuclear division of FPI.. This lettet mAde 
management's petfunnance regat:dlng the cost eslimltion and project controls of the 
Company'. Extended Power Uprate projects, and raised concerns about the timclinesl and reJiab!'Jity 
of l?PL's internal and external reporting of BPU-rclated information. 

Ollr investigation hIS focused on two separate sets of issues stemming from the letter And our 
subsequent informAtion gathering process: 1) whether FPL'. decWon to continuc punuing the 
llPU Project in 2009 WilS prudent, and whether the cosls that bll."e been inCll1't'ed for this project 
were IIU prudently incutted, and 2) what policies, procedures or practices within FPL's EPU Project 
may need to be revised or reinforoed to address the concerns raised in this letter. 

Our investigation has included 13 intecvic:\w and the t:eview, or ro-.n:view. of thOl.lsands of pIIgcs of 
docume.otatiol1 produced by the EPU Project in:WOe. 2009, and 2010. We have cOllduded thAt: 

1. 	 FPL's decision to continue purmillg the EPU Project in 2009 ''IIIIS prudent and \'IIIIS expected 

to be bene11dal to FPL's customers; FPI. propetty considerCld an updated COlt estimll.te in ill 

updated feasibility anlllyab in July 2009, which reinforced the conclusion thAt significant 

benefits ,~ expected £rom th, Project. 


2. 	 All ofFPL's expenditures on the EPU Project have been prudently incutred. 
3. 	 CCIrtIIin information provided by FPL in the 2009 NCRC ''II1II out-oF-date and did nol 


represent dte best information IlVlillllblc at that time; FPL is currently taking steps that 

Concentric believes will address this concern Cot the future. 


4. 	 The EPU Project management did bOt consistently follow certain procedures dlat were 

intended to govern this project in 2009; in Rddition. the Project's senior mmagement in the 

ftrSt half of 2009 ''IIIIS slow to respond to concerns that wete raised tegIIrding the Project's 

cost esrimates; these isaues are cutrently being Addressed by the senior management teRm 

that was instaUed in the second half of 2009. 


5. 	 FPL should consider taking certain actions thAt life discussed in the body of this report to 

strengthen the P1'oject Controls organization lind to better ensure compliance witb exiJting 

procedures. 
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I. Introduction 

On 
Inc {"FPL 
milo . 
~tter petfoanaru:c in Nucleu-='Upfllte in 20(19" and aJleptions related to the reporting of this p!!l(foJrnance 

executive management lind the Florida Public Setvice Commission ("FL 

Concenttlc Energy Advisozs, Inc ("Concentric'? Willi provided an electronic copy of thia letter by 
FPUa Law and RegtiliIto!J' Affain Deplltlments an Match 10,2010. A copy of the letter is lIttached 
aa Exhibit I. PoIIowing initial discussions between ColltCl1tric and FPL, Concenttic was retained by 
FPL's Law DepArtment on MIIteh IS, 2010 to conduct an iI1dependent InvutigRtion of the claims 
and matter. set forth in the"'Lettcr.2 A copy of Concentric'. Jet;tcr is included as 

Concentric's invCllbgadon of the a'~~iiiraisiiedt;in ttd Letter esplicitl.y ex.cIuded matters 
related to the performance revi~ and ail otIiU human re\IO~' related matters. 
Concentric llJldctstsnds that these lind wlU continue to be handled internally by 
FPUI Human Resources DepArtment. 

The temainder of our report is organized into eight section.. Section n presents a aununary of 
Concentric's ~tbat "'lIS used to perform this investifPtion. Section m includes. awnmat}' 
fCIIponse to ~Lettcr, including reference to an interiineated copy of the_ Letter. 
Seclion IV p.re8CI'Ilt a chrmlology of key events related to the _Letter oc:cu~ 
January 2008 and Match 2010. Section V reviews Concentric's fin'dliiili'""A\lakd to FPL'. decision to 
proceed with the Iht~d Power Uprste projects It the Company'_ St. Lucie e'PSL; and Turkey 
Point ("PTN" Nucleiit' Powet plants ("EPU Projects;. As discussed further in this aection, 
Concentric 1m focused its attention in thia matter on the nuclear units in FloridA due to the atate 
regulttory si:rUet1.I1'e. Section VI reviews the implications of the_ Letter R1ld Concentric's 
investigation ofFPL', activlties in the Nuclear Cost Recovery Clause~C") dockets ill 2008 lind 
2009.) A l:CView of Concentric's findings related to the flow of infotmlltioll from FPL to the PI. 
PSC Rnd its staff ("PI. PSC Staff'') can be found in Section VII. Similarly, II review of the flow of 
infocmation wldtin PPL can be found in Section VIII. F'mally, It MVlew ofCoocentnc', findings lind 
apedfJc reconlmendations c:an be found in Section IX. 'These recommendations should be read In 
conjunction with the pre-filed direct te6timony of Mr. John J. Reed. filed with the Florida Public 
Service CommilSion 011 March 1" and May 3'" in Docket 100009-EI. 

Bxhibit 2. Punullnt to CQncentaC's 
Law Department. and .peci6C11lly 
AU dAta requests were lent 
Concentric'. findings and l:e(:omltlle:nmltiO>lt8 

don of l'e~ 19, 2010 

Pagel of23 
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II. Concentric Overview lind Wotkpilln 

Concenmc is So management and economic consulting B.rm based in Madborough, M.A. Concentric 
haa pteviously been tefj(lned b)' FPL to provide regula tOl}' sapport on II VlIriety of mattetll including 
testimony bcfote the FL PSc. A list of Concentric's prior work fm FPL is provided in Exhibit 3. 
Concentric's work plan fm this investigation is provided below. 

A. O"eMew pfScope 

Concentric's scope of wod: !egardlng the investigation of aUegations conlllined in the" letter 
included a factual review oftbe evenlll between August '2fXJ7 and Much 31,2010. Concentrk: then 
~detetmine how this set of events supported or contradicted the allegations contained /'1 
th~letter 1I1ld affected the distribution of Informatloll within FPL and to the FL PSC. FlIlllUy 
we have provided our recommendations fm improvements that \\1111 help prevent similar issues from 
cecumng In the furore. 

As outlined below, the assertions outlliled in the_ Lettet Ja.rgely fan within two categories: 1) 
the prudenceofFPL's actioll' lind the distribution ~Otrulltion to the PL PSC and; 2) the internal 
distribution ofEPU PJ:Ojeet-related inform.1tioll. 

B. Sources ofjnformation 

Concentric's investigation into this matter relied upon two printary pathways for Infomllluon. Fttst, 
Concentdc submitted a number of requests 1m ;Eentation to FPL in order to deepen our 
knowledge of the allegations set forth in the tier lind to independently confirm details 
provided to us in the intemews described below. og of Concentric's document requesta can be 
found in Exhibit 4. 

Concentric Also tcquested and conducted 13 separate interviews. Eight of Concentric's interviews 
were conducted in person at dle offices ofFPL m at an off-site location, depending on the loCAtion 
of the interviewee. TIle remaining five interviews were conducted vis telephone. All of 
Concentric'. inten>iews OCCltrted between the weeks of March 15 and April 12. Concentric selected 
specific individuals to be interviewed based upon the allegations contained in tbellll::ettct. our 
prim interviews, and Concentric'. understanding of the EPU Project organizibon. Concentric 
considers the ruunes of the Jndividuals we interviewed to be conridential. Prim to beginning each 
intc:J:view, Concentric teviewed the FPL Code of Business Conduct and Ethics (the "Code'j with 
each interviewee. 'fllls teviC\v included a specific diSCllSllioll of CAm employee's "tespollSibility to 
report lilly actual m suspected violation of a law or regu1ation, any actulll or suspected ftnud, and any 
other viollttion or suspected violation of this Code. »1 Similarly, Concentric ee1tC1'llted the Company's 
non-retaliation commitment outlined in the Code.s At the eonclusion of eam interview, the 
interviewees were given an opportunity to raise any additional concerns the)' may hne had. 

1be infomllition Concentric telied upon in this investigation \ws supplemented by Concentric's 
existing knowledge of the EPU Projects' organization and Activities. 

• FPL Group, Inc, Code ofBUlin... Conduct .nd Bthia, most "",entlr ...me<! Octobu 16, 200!l, p. 2. 

• Ibid. 

Pnge20f23 
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C. 	 Independence 

TItfOlIgboot Concentric's investigation into the aUegations COIlttUncd within the "Letter, 
Concentric maintAined our in~oe from FPL's Law and Regulatory Affitirs Departments. 
Ollr approach to inve!d~ting.the_Letter a~d the allegations contAined therein is our own, 
and not dIe result of specific direc~ FPL, Its employees, or contrActors. To this end, F1'L 
did not place any constNints on Concentric's aecess to current and fonner employees. Lastly, 
Concentric \1/35 not eonstnlincd by budget or schedule expectations on the part ofFPL 

Concentric's findings in this nlRtter are bAsed upon our re\'iew of odgil1al sourc:= Concentric did 
not rely solely upon statements iI!.L employees or COIlttlleton •. Instead, Concentric reviewed and 
verified assertions made In the Letter and COIlcentriC" interviewl with eontempotllneous 
documents produced by the BPU team whenever possible. 'The documents relied upon u 
part of this investigation ate pI'C8Cllted in Exhibit 5. 

D. Report Oqanlzation 

Concentric', report Is divided into two mAjor categories. Fl1'IIt our .report addressea those items 
which lite di~d)" related to the FL PSC and prudence of FPL', cledsiOllS and Actions. Second, 
Concentric haa reviewed and jlddreascd the deveIopmcllt and distribution of information widlin 
FPL. Concentric. notes this division is necessary to differentiate those mattell! wbJch may Affect 
FPL's recovery of costs aDd interaction with the FL PSC, from those matters \vbk:b reptesent best 
ptllCdces in tbe development and disllibudon ofinfonnation within FPL 

Sections III And IV of the report provide factual backgrounds for botb CIItegodes of tbis report. 
Sections V through VIII addrtlS the matters related to the F1. PSC and tbe prudence of FPL's 
decisions and ACtions. Finally, Sectiona IX lind X add.rcss FPL's development and interruol 
distribution of information reIsting to the EPU Ptojeet {OreatS!. 

E. 	 Key qunti9D1t 

COllcenttic'a revie\v of the allegations .taised ill th~ Letter and our interviews, identified three 
key questions which are related to the prudence of~action.. These key questions are intended 
to determine whether any imprudent COIla were passed onto FPL's c:uatomers, or if FPL 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 IlwUabie a[ the time decision wu made? 'l'hb question is II threshold issue 
for assuring prudent conduct on the part of FPI~ 

2. 	 Were fllfJ costs incurred that sbould not be passed on to FPr:.s customers on the pmds of 
imprudent decision-making? 

3. 	 Was the infotnllltioo provided to thc FL PSC and the interveners ill each of the NCRC 
dockets accllLllte, consistent. timely and reliAble? 

Concentric alao identified two key questions which relate to the internal development And 
distribution of EPU PfOject-tclated information. TIlcse key questions ue hltended to determine if 
FPL's executive maruagem.ent \V1:l'e infol1ned as to the direction of the EPU Project. 

Page.3of23 
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1. 	 Was the infOlmation flowing from the EPU Projects to FPL's executive mAnRgelnent 
accumte, timely, consistent, and reliable? 

2. 	 What polices, processes, and procedures. if any, need to be reviewed liS It result of 
Concentric's findings? 

III. Respoll8C to_Letter 

Exhibit 6 presents It copy of thellif Letter to wblch Concentric has added its summaty-Ievcl 
obaervatlona thnt resulted from our in\tcsdgation of the allegations contained therein. In addition, 
each observation con!llins II clration to this report. 

As can be: seen in Edlibit 6, most of the &cr:ual a6setUona wed.in the"'Letter wc:.re,sh.ownlii.t,o 
be accurate. Specifically, Concentric has noted documentation whICh confu:ma • 
•tatenlel'lt. related to the timing of the initial scoping studies by Shaw and the ongoing changes in 
the overall project scope. However. Concentric beUevea the evolving scope of the EPU Projects to 
have been the predictable result of the regulata!)' and engineering factors which are Inherent in any 
complex ItUciCllr retrofit project 

Along dlese SAme Wles, Concentric has reviewed certAin reports rdied upon by i .i to 
support Mas6ertion that as ofNovember 2009, the EPU Projectl \vere continuing to measure their 
cost performllnce reJAti\'e to the original 2007 cost estiolAteS. These reports, the November PTN 
Tollll ~ Cuh Flow Report' and the PSL Annual P.tI:lject Cash Flow Report?, confirm~ 

aasertlon. H~er. an of the Execu1ive Steering Committee ("ESC', presentations IiitcC 
• 	 y , 2009, and specifICally in Novenlber 2009, used the updated cost forecast.' 

Concentric also found evidence wlUch hldlcates the ____and the _ 
___were alerted to the potential fotundcrea~ly as Apdl2008. 
~ties were noted throughout the second h'lfof2008. Rnd apeci6ca11y In Deccnlber, 
2008 wben these IndiY.kkIm were presented witb R prelimlruu:y .revised foteClllt for PSI.. This 

followed the award oflin engineering, pCOC\lrement And conatmction ("EPC,,) cootract for the EPU 

Projects to Bechtel Corporation ("Bechtel"). At this time, the PSL Project Team was told to 

cootlnue refining their forecast until Februrll:Y 2009 when it was reviewed agaiu by the EPU senior 

management. As noted in Section IV, the forecast presented .in Febnwy 2009 Will signifiCllndy 

higher than the 2008 forecast. 


TIle basis of this finding includes Concentric's 

"!::!:::~~!!It~:: tO~end on II uon-allonylTlOlishis.·d dted MoteOYet, Concentric 
apt.ble project controls employee \VI a strouB background with.in his 

employment Justory incl\ldes the previous positlona noted.in the_ 
of prior project controls employment as a contractor at f1'PL's P1N lite, as 

facilities in the Us. FPL had enough confidence inl apllbilities to 

• TOIAI Project C..h flow, Pl'N BPU Project 2009, November 2009. 
1 AnnualCuh~, PSLBPUPIOjoct. Ocblbet2009. 
~ p"""" U!""la, I!xccutive Steering Committee. St. Luci. and Tur1ccy Point Novemba 13, 2009, p. 5. 

, CR 200&-11....3. Apn13, 2008. 
,. ~ttet,p. 2. 

Page 4 of23 


ICDR B.3 Supplemental CONFIDENTIAL 011404 


FPLlSl904 

NCR-IO 


http:noted.in


ORDER NO. PSC-l O-OS42-CFO-EI ATTACHMENT A 
DOCKET NO. 100009-EI 
PAGE 11 

FPL 151905 
CONFIDENTIAL NCR.tO 

CONFIDENTIAL 

,ve him reaponaibs1ity for multiple major projects and a staff of approximately 100 people.II While 

~.$_\vllsfnot a\Vll!~fall ofdtlhil~ devkneiopml ting to the prepamtiolllllld~e::.1A fllndd d~eo~ .tela 
p:eten.......... 0 cost es ........ tes lin s ow e"'ll~ 0 Ie Inlotmatlon tlow foJ: the EPU Projects 
ceased when he left the Project in July. 2009, his letter is lugely factually acc:untc." 

IV. Chmnology ofEventa 

A chronology of die EPU Projects is prescul!:d jll Exhihlt 8. A summa!:)' of the chronology, 
ineluding the major events televant to Concentric's rcriew are highlighted below. 'This chronology 
\vu I.lIcd to more fUlly understand the ongoing dynamics of tbe EPU Projects and the ptcdse timing 
ofcertain EPU Project actMties. The IIU/'1l1llAty presented below should not be used all II substllUl!: 
(or A~ew ofthe entln: dtronology presented ill Exhibit 8. 

A. ChronolQIY 

The EPU Projects began ill '2!i07, at whldl time FIlL undertook An initial scoping study to deteanine 
a rough order of magnitude ("ROM") cost estimate based upon a prelimhwy assessment of the 
components whidl wooId ft!<{ulre replacenleftt to operate PSL lind PTN at the uprated conditions,u 
Concentric understAnds, as origillaUy proposed. dIe EPU Projects wen: expected to COmmence 
opet'IItfons post-2012, but the sdtedule was adv.anccd following the FL PSC's rejection of tbe Glades 
l>OWCJ: Puk Detetm1nation ofNecd in 2007:4 FPL filed for II Determination ofNccd for the EPU 
Projects on September 17, '2!i07." 

In the W1n1!:r of 2007 and 2008, FPL retained SllAW to n:\o:iew F'PL's inJtial scoping study and to 
confltm or reject the results of this analysis. Concentric understands from our inl'elviewa that tbese 
studies genually confinned the Fl'L SCOpIDg Illl:alysia. but stnne discrepancies related to the 
replacement or xefurbishment of cettain components existed for T\trke)' Point 'The.initial cost 
estimate included II contingency allocation of npptoximal!:iy 45%." 

In April 2008, the EPU Project team assigned to PSL (the "PSI. Project Team") identified the 
potential to exceed the odginal FPL & Shaw seoping estimates. At this time, tile PSL Project TeIllll 
initiated Condition Report 2008-11443 (the "CR.") which Stilted the "BPU Project PeasibiliE)' Study 
may not have captured the full spcctmm of modifICations nece&Sjlry" fot the upl.'llte,17 In tesponse 
to this CR, the EPU Project team developed a "High Risk Mitigation Plan" which was attached to 
the CR..'" 'lbe High Risk Mitigation PIAn included a list of actions which wen: required to be 

.. Ibid. 
_rnotii6t:d Coneenuie .nd Pl'L "I. emlil on. 

II ~~~'t.~::;:..'t.:'W..,,:~::i,;. of thio emldl iI attached lIS Exhibit 7. 
Coocentdc n:poru:d chi, cmaD 10 wr:. lAw D"purment. It i, Concentric'. undcao",,,ding tbi. ""oner w.. 
adc!u:ued by m. Pl'1.IJumon RHourt:a ("Hll") Dep.utmcnt. 

II flJo<id,o Power & Lisht Compony'. PcIition 10 Cetamina N.ed tor Bxponaion of Elcetdad Powu Plantl .... d rM 
Exemplion &om Rule 25-22.1l82, F.A.C..Doc:I<etNo.070602·Bl, September!7, 1JJ(}7. 

,. Florida PublieServlceCommiuioII,On!uNo. ~1·FOF·EI.J.nwlty7. 2008. 
IS FIodda Power &: J.4ht Campany'l Peli1ion to Celcm»"" N..:d Cor Expanoion of I!Ieetzictl Powu PL..m ..m for 

EJlelnption &om Rule 25-22.082, P.A.c..Dock.oINo. O'106()2.EI, September 17, '1007. 
"Ibid. 
17 CR.2008-H+l3, "Dcl2.iled CeICriptfon;' Aptil3, 2008, P. l. 
II lbid., p. a. 
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team including prepnntion and subnussion of a reorised cost estimate 

., ,:a~rln1o!rurl!0!ther!!li,te!ms~~.!l'he Risk Plan MIS signed by the 
not Concentric docs 

Risk WIIS ever also requested " 
copy of the reorised cost estimate desc:ribed in the High Risk Mitigation Plan, but \ws told that this 
document could not be located, nor could its c:xisl~ec be confu:med.I' 

Throughout the period from August 2008 to Novcmbct 2008, the PSL trend register indicated II 

potential for underestimation of the EPC costs for the PSI. EPU. On November 7, 2008 the El'U 
Projects' EPC vendor submitted II ccvJaed fon:calt of $262MM for dle PIN EPU.2O This compares 
to the seoping anAlysis IISstlfllption of$225MM.21 

In December 2008, the PSL Project 'ream Again identified the potential to exceed the original 
forecast following the execution of the EPC agreanent with Bechtel. A preUminaty, revised focecalt 
for PSL WII5 prepared and provided to the EPU Project mAnagement at that rime. EPU l'rojeet 
IDanagemC1lt, however, requcsred that the PSI. Project Contl'Ok group fucther refine and develop 
the revised forecast. 

CR-2008-37753 was writral by tbe PSI. Project Team in Decembct 2008 and noted dle EPU Project 
is a major change for PSt. lind should have II change mAnagement plan in place. In additioll, CR
2008-37753 goes Oil to stille that Clt-2008-11443 \VIIS closed with sevctlll future actions contained 
within a risk mitigation plan IUld InIcked septU1llely within the EPU lUsk Mitigation Progum. CR
2008-37753 concluded that there was a "missed opportunity" to t_1 CR-2008-11443 as a cIlsnge 
management plllll.:n 

A second meeting to .review the revised PSL forecast occurred in Febnwy 2009, This meeting W1I$ 

attended by the BPU team and reportedly included I . • who was 
appointed ofJanwiJ.y 2009, and dle PSL Project Team. At 
this time with II forecast of I\PPIOximate1y $185 MM for 
PSI., tUl budgcr.21 It WlS reported to 
Concentric tMI \vitb a number of 
questions rclated to the re6nC1llC1l1 of the 
fOCCC1lst. 

A similar exercise was undertaken foc 1>'IN in March 2009, IUld PTN began to report its 
relAtive to tide revised forecast. Howevct. the PTN Project Team WIIS in,tructed by 

•••••••••torevise tbe initial reports. to measure cost performance relative 
the revised estimAte stillluld to be ",'alidated," lind because 

lin "elttensive (wIIs] about to begin to evaluate lPTN'sJ estinlated cost to complete for the 
P1N EPU Project.":11 

I. 'IheJUDe 8, 2008lUtk Reailter indudHan i«m, which is &Imilat 10 the Hish Hi.1t Mitigation Plan, but the documents 
requiced 10 doso OIIt IW Hi&h Riak Miligation Pis.. could \"lOt be locale<!. 

.. Extended p.,.."t Upz:aIH, Project Updlote. TlJfkcy Point.JuIy 25, 2009, pp. 25·26. 

.. Ibid. 

.. CR 2008-37153, "AddirionallnlOnnollon," Oca:mbu 10. 2008, p, t. 
n Summary Cub Plow EPU ToIlIl 090217 Rcv.iewcd.lIls, "PSI. E1"U Project'l'oIIlI, " Feb<ua,y 17. 2009. 
.. Email of o._,_.recipient. doted l.Joto:h 26, 200!1. 
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On May 1, 2009 in Docket 090009-EI 
before the FL PSC. the EPU Projects are 
progressing on schedule and within budget" Additionally, pre-filed direct testimony slJIted 
'':There ate no changes at this time to the total non-binding cost estimAte provided in Mo}' 

OBOO09-El!,26 At the same time, FPL submitted tile direct testimonies 

At the end of May 2000, the EPU Project management team reported to the ESC that the Bechtel 
EPC estimates had increased to a level in excess of Bechtel's indicative bid,2& TIle ESC is charged 
with cO!pOrate govertlllnce of the EPU Project, Bnd includes FPL's President, Chief Nuclear Officer, 
Chief FinAncial Officer, FPL Group's President, and several others. TIlis increase was reported to 
be the result of higher than expected projections of field non-manual and manll1ll labor hours." 
Similarly, the CUrJ:etlt EPU estimates wete reported to include redundant project management lind 
oversight coStl! which the EPU Pr~t mnnagement team believed may be able to be eliminated to 
reduce the EPe vendor's forecast, Finllll),. it was reported that the UPU scope had grown larger 
thlln the indicative bid presented in November 2008. '111e EPU Project management team noted 
that the current cstirnittes were based on preliminary design infolnlation, lind thllt the project \VIIS in 
tbe process of refining new "le\'e! 1" estimates." A target completion date ofJune 30, 2009 for the 
new "level 1" estinllltes was presented to dle ESC at dris meeting..u 

Following the May 2009 ESC p1'eSentation, the BPU Project management tCllm undertook an BPU 
Modification Scope Revie\v for both PTN and PSL.lJ The relIults of these revicI\'II were reported on 
June 16. 2009 lind recommended the elimination of a substantial number of modifications 1111 not 
necessary to OpeIllte in 1111 uprated condition.'" 

'Ille subsequent ESC meeting wss held on June 23, 2009.JS In this p.tesentation, the EPU senior 
management tell1n noted that the BPU Projects were completing "level 2" estimates and reiterated 
the concerns relAted to the EPC estimates since Bechtel's indiclltiv1: bid in November 2008. l4 nls 
presentAtion \Vas relatively short and precipitated a much more detailed cost review inJuly 2009. 

Duri.ng the illtetvening period between the June and July 2009 ESC presentations, the EPU Project 
team e:!tpc:nded considerable effort to produce a detailed, "line-by-line" cost .tC\o:!ew fnt both the PSL 
lind PTN FOicct. Concurrently, 1\ decision to replace tile EPU senior mallllgelnent team '\\'\lB. made. 
.A,. II result FPL's executive learn recruited four 10 ees for the EPU Pro'ect team indudin II new 

•• Direct T••timcmy"l>f ,Docket No. 090009.E1, l\fay 1,200\1. 

.. Ibid. .. t pp. 2-3. 

21 lIIodda I>owe.: &. I.ight C0Il1fW1Y'. Petition fot App.t'O",u of Nncl..r Pow"" PJonr Cost Rcco"".!:)' Amou.)! £or the 


PeriodJIImWY - Dccentbet 2010. M .. y 1, 200!>. 
.. J!.:ctendod Power Updltes, &"cutive Steering Collllnittee Updatc, Saint Lucie & "l\ltke)' Point,lIIay 200!> p. 3. 
.. Ibid, p.i". 
II) ibid. 

~I Ibid., p. 1S. 

.. Ibid, P. 18. 

l) PIN EPU Scope Review d"tedJunc 2009, PSL EPU J!,{ocIifiootion Scope Review dated June 16.2000. 

'" Ibid. . 

n Extended p"""", Updllc., :a""""tive Steering Committee Meeting. Sldn! Lucie &. "ur1tey Point,]un<! 23, 2009. 

l4 Ibid., p. 12. . 


ICDR 8,3 Supplemental CONFIDENTIAL 011407 

NCR·tO 

http:090009.E1


... 
~I 

ORDER NO. PSC-10-0542-CFO-EI ATTACHMENT A 
DOCKET NO. 100009-EI 
PAGE 14 

FPL t529f18 
CONFIDENTIAL NCR-to 

CONFIDENTIAL'••'.~II••• The.e iJ1dividuals wen: selected and tecrllited from \vitbin FPL 
and July 25, 2009. 

At the July 25, 2009 ESC presentation, the new EPU senior management team WIIS introduced lind 

the ESC was briefed in detllU on the .revised cost foreCIISt At this til11e, the foreCRSt fO! PTN was 

revised upward by approximately $1(i1 million from $749 million to $910 million.)1 Similarly. the 

PSL forecast WIIsrev1!ied upwud by approximately $140 mi11ion from $656 million to $796 million." 

The slide. which presented this information to the ESC noted that the "current budget" WIll being 

increased to the "current forecast.'''''' Slmultllneously, the: ESC _ Advised that the Miay 1, 2009 

NCRC feasibility filing had been based on included the originAl 2008 cost fOrecASt, lind revised 

fensibility scenacdos wen: presented based upon the current fureCIIst III ofJuly 25, 2009.010 These 

.tc:vised fcuibiUty SCCIwios c:onfarmed the continued cost eft'ectivencas of the EPU Projects. FPL 

bas repo.tted that the ESC "wgned additional action items remted to the revised forecast to the EPU 

Project Milnagement Team. These Action Items Included continued negotiatin.tll to reduce Bechtel's 

costs. 


Following the July 25, 2009 ESC meeting, ••••left the EPU Project Rnd fetumed to FPL's 

Nuclear Projects Department. ~I 


No ESC meeting WIll held in Augult 2009, but both EPU Projectl!l produced a CIIIIh flow report. In 

the case of PTN. the Total Project Cash Flow report was not updAted to reflect the reviled forecast 

that hAd been presented to executive man-sement on July 25. 2OO9.u In contrast, the PSL AnnUAl 

Project Cash Flow report WIll reviewed, the budget perfomlmce indicator WIllI chAnged to red, and 

the total project cost tUlnlnlll}' presented on this report cOntinued to be shown as ''wl.der review.'oIl 


NCRC hearitlgS in TallAhassee begAn. During these hearings the_ 
that should he be asked the same questions contained withiii"l:'""" 

IInSW'Ct'l would remain dle 1IIIlnC.U 

On September 9, 2009, the ESC Will presented with a newly .tc:vised forecAst that fu.ttber increased 

the coat the BPU Projects by approxlrnately $104 MM total for both sites.~s 'This presentation Btated 

that approxintAtely 30% of the total project costs have "high certainty.'''' 


At the October 22, 2009 ESC meeting, the ESC \vas advised that the current forecAst for the 
projects WIle unl;:hanged, but that the c:onringency bltd deCLoased by IIpproxhtlAte1y $12 million ..•1 In 
addidon. tlte AFUDC estimate WIIS decreased by approximately $150 mit1ion to $200 tol.I/JOI1." A 
fuotnote in the presentation indicates the AFUDC WIll .reduced to reflect FPL's pro-tata Plan! of 

n &tcnded Power UpalleS, Project Updaw,. 'lUrker Point,July 25. 2009. P. 5
,. Extended Powe< Upaillel, Project Update. Saint Ll1Ce. J'''1 25, 2009. p. 8. 

11 illNIl"..x1Cn<lcd Power Up.mkl, Project Update, Turkey Point, July 25, 20()1), p. 8 • 

.. 1'1_, PlN BPU Project 2009, Augwtt 2009. 

~I Annual Flow, PSL BPU 

.. Tnnocdpt ofDired ~tIoo 8, 2009, pp. 2OIJ.209. 

•• Extended P......,. UpaI"'", I!!xecuciYC St. Lucie twd Turkey Point, SepIembeJ: 9, 2009. 

.. Ibid., p. 9. 

" &teoded l'owet' Upra"'I,l!!xecutl"o Sb:'ering Committee, St. Ludc and Turkey I'cis", Ocmber 22, 2009. 

.. Ibid., p. 4. 
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PSL Unit 2." The remaining vJllues shown in dus presentation are depicted as the full cost of the 
EPU Projects regardless ofownership. 

Also in October, PSL produced two different Annual Project Cash Illow Reports with different 
budget performance indicators and different total project cost summaries. 'fbe 6[$t of thcse rt:porlS 
is dated October 1,2009.50 This report includes II red performtlnce indicator and the total project 
cost summaty is listed as "under ceview". The aecond report i. dated October 2009. nle budget 
perfot11l1Ulce indicato.r in this report ill listed lS yellmv and the total project cost 8UIl'lttlIU:Y is cbanged 
10 $651 million.!1 No one with whom Concentric spoke could explain the difference or the reason 
Cor the twQ reports. . 

B. Kc:r Condpms from CbrpnplQg)' 

Concentric blls developed the following conclusions which are relevant 10 the three key questions 
nOled in Section Illo be relevant 10 the prudence of Pl'L'. rnanftgement decisions and tbe twQ key 
questions related to the in£ormlltion development IUId distribution within FPI.: 

• 	 'lbe originsl FPL lind Shawscoping studies provided the basis for FPL's decision to proceed 
with the EPU Pmjecta in 'l!X1T. 

• 	 Tbe EPU senior project management was aletted to the potential for dle forecast to increase aa 
early as April 2008 through CR-2008-1l443. 

• 	 'The EPU senior project management reviewed II preJiminllty. revised forecast for PSL u early as 
December 2008 and a mort: refined vCl'Sion of thls analysis in FebrWlty 2009. 

• 	 The EPU senior management prepared till! July 25, 2009 ESC presentations \vith the intent of 
providing a detftiled, Jlne..by-line review of tile changes to the forecut. 

• 	 As ofJuly 25, 2009, FPL belic:ved the EPU FlOjecla continued to be economic based on the 
revised forecast md projected incremental output. 

• 	 The a'lVSre of and had osisted in the pr:esenllldon of • revised cost 
managers on July 25, 2009. 

V. FPVII Deciaion to Proceed with the BPU. 

In determining wbedler EPU Project costs wcte prudently ioaUted, the PI. PSC \vill be concerned 
with two items. Fit'St is whether the decision to proceed with the project was prudent based on the 
expected economic and other benefita to F'PL's customers. ThAt question is addressed belmv. 
Second, the PI. PSC will be concerned widl whcther the EPU Project's costs were prudently 
incurred. 'l1Us qucstion is .ddtcssed in Section VI. 

The initial decision to proceed ,vith the EPU Projects WIIS made in August 2JX)7 on the basis of 
FPL's preliminary scapiog analysis which predicted, at a high level, which plant components would 
teqWre replacement or modification to support the increased output of the plal1t11.s• As w:as 

" Ibid., pp.1S, 18. 

.. Antl.m Cub Flow,l'SL EPU Ptojecr. Oc:tol>e.r I, 2009. 

So AnllWll Ollis Flow, PSL HPU Project, Octobet2009. 

P 	 Slunv Stone & wcb.rer. Int.. Tur\;cr Not Nudcn Plut BtlpqAA gfPkor:, Bxtcodcrd Pczwt;r tlpratc SsoPna Stud)! 

Febnwy 2008 _Shaw SIOIIC lit \Vebo(v, Inc., St. Lucie NJH:ku Plant Belena ofPlant, Bsh:ndcd P_! lpal!! 
Sc;gplas &u<ll: l'ebtuoty 2008. 
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ncctl6nrily the cue, this wotk was completed absent any deblilcd design work. The infoltnation 
presented in this atudy Will Uled 115 one component of a fCASibility anaIysls wbich compared tbe 
opmting COSt of FPL's portfolio of geneatting .resources with md without the EPU Pro;ects..I.I In 
addition to the estimated cost to complete the EPU Proj~llI. this _~'1is relied upon the projected 
level of incremental output, the commerciRI operations dates of the EPU P.r:ojects Rnd the durRtion 
of the 01\tages. To the extent the resource portfolio that included the EPU Projects was projected 
to be cheaper to opemte than the gener..ting pottfolio absent the EPU Projects, it wu deemed the 
EPU Projects wue in the belt interest ofFPL Ind its CUltomel1l. ThUll the question becomes would 
reporting of the revised fotcalSt to FPL'. Executive Man&gement have materially affected the 
feasibility lIllalysia And influenced PPL's executive management's decision to proceed wid) the EPU 
Projects in 2008 or again in 2009? 

It would not be appropriate to lI88ume FPL's executive managemmt should have become IlWIlJ1! of 
the .revised cost estimate in December 2008. 'The estimate that ,_ prepared at this time WIIS 

pm.imiwlq in nature and warmnted additional rariew by the EPU Project team to further align it to 
the EPU seniot management's objectives for the EPU Projects. Virtusllly all interviewees agreed with 
this conclusion. 

It is Concentric's conclusion that, at-best, AWAreness of a revised forecast could have been unproved 
by live months. Concentric believes the five month timeframe is appropdate given the .£Iebm'II:}' 
2009 meeting between the BPU senior management and thePSL project resm. As noted above, this 
meeting followed an initial review of dIe PSL cost estimate in Decetllhcr 2008. Following II 

conclusion 115 to bow much awareness of dIe .revised forecast could bavc improved in the "best cue 
scenario," Concentric: evaluated \vbether this would have affected FPL's dedalon to proceed ,vim 
the EPU ProjeCtS. In this tegIUd. it Is important to note dlat rou&hly contemporaneotlil with the 
revision to the cost estimate, FP1* alao learned that II higher 1eveI of incremental output may be 
produced by dle EPU Projcc:t&. This additional output WIIS the result of more detailed engineering 
which had been conlpleted since the original scopIng studies in 2007.54 

.As noted abm'C, FPL'J decision to proceed with the EPU Projects WIlS bAsed on an economic 
feallibJlity analysis which relied upon the expected incremental output of the facilities as well as the 
expe\:ted cost, IImollg other items. Due to thc inCreAse in the projected output of the EPU Projects, 
the ecollomic feasibility analylli.s Will not S\lbstantlally affected by the revJsed cost, estimate. Indeed 
the July 25, 2009 ESC presentation for PSL Indicates that, when both the higher costs and g;rellter 
output ~re considered, the EPU Projects conthlued to be economic, although approximately 14-59% 
less so, a5 compared to the information submitted on May I, 2009 to the FL psc.5J, Advanced 
a\\llltellClS of the increased cost estimate in the best Ollie scenario would not hllVC altered FPL's 
decision to proceed with the EPU Projects. Further, Concentric notes that prudence is derlfll:!d by It 
range of rcaaonahle action., not by perfect or even signitlcmtly above Itvemge performance. ThUl, 
EPU SenIor Management did not act imp1't.dently by presenting the revised fo.recnst to the ESC in 
July 2009 rather than Februlll)' 2009. 

» Flori<;Ia Power & Liahr eon.p.ny" Pcdcion 10 Petennlne N ... d for P..xpanaion of Rlects:i.caI Power Pllnts .. nd !be 
1!:semprlan fmm Rule 2>22.082. F.A.c., Docltct No. O'70602-Rl, Scptcmbu 17,2007. 

.. &tende<l1'owr:r Upnt'U, P1'Ojec:t Updt.tc, T ...key Paint.July 25, 2009 tUt<ln-nd.ed Power Upntu. Pmject U~. 
Soint Lucie,JuIy 2S, 2009. 

~ ~P_ Upmt'I, Pmject Update, Saini Lucie.July:!S, 2009, PI. so. 
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VI. The Review Md Apptoval ofEPU Coab! In the NCRC 

Concentric', teview of ch~Lettct has illustnlted the distinction between the cost estimAtion 
ptocess and che inr::ut:rence of spec:lflC costs. The fofm4t: ill the projection of future costs without 
the actuRl expenditure of complllly or culltomer dollars. The latter is more critial to the FL PSC', 
[C'Nicw and invoIveII the ~ctl1al expenditure of company and CIJItomer dollars or the commitment to 
do '0 at aillter date. 

n1e_ Letter indicateS C concerns Are specific to the cost estimAtion proceas within 
the BPU Projects Ilnd more .peclaa.uy the .reporting of revised cost est.im2tes to FPL'. exer::utive 
management and the FL PSC. Th Let'tel' does not identify aD)' costs which are the result of 

an i~~t a~tio.nlby.FPiiiiLilConcenttic confirmed Ihis understanding of the~ettct during 
our tntetv1CW WIth. • 

Similarly, Concentric found no indications of costs chat were the result of imprudent decisions or 
actions on the part of FPI:. management. 'I'hiB conclusion Will reinforced by .U intuvieweea. 
When IISkcd wbether they were .WIlIi! of Rny COIU that sbould 110t be paned along. the unanimous 
answer Will "no", Indeed, acknowledged dudng our inrerviC\v that "'the costs will be 
whAt Ibey [are)" and his concerns are related to what infotmlltion would be presented to the FL 
PSC. As II tesult, Concentric believes there lite no costa which should be subject to disallmwnce by 
the PL PSC on the basis of imprudent decision-making. 

VII. The Plow of Information to the PL PSC 

A. Scope of InqulQ" 

111e chronology ofevents presented ill Section IV of th.ia Rport led Concentric: to focull on the 2009 
NCRC proceedings" ill order to IISSesS whether the inConnation precented by FPL in those 
proceedings relating to the BPU cost estimates, schedule. and cost-effc.c:tive.ness was accurate lind 
consistent with the lI!1lnwllds expected for tCitimony before, and &ubmiuions mAde to, • regulatory 
Agency. This includes ensuring that appz:oved cllllllges to the project foreCIISt were clcady 
communiClited to the PI. PSC in a timely manner. 

There were thfee separate sets of activities in the 2009 NCRC proceedings in which information 
about the status of the EPU \VIIlI presented: 1) pte-filing of teatilnony, both direct and rebuttsl. 2) 
production of documenta and .nawering of interrogatodes in the discovl!!:)' processes, lind 3) 
testimony At the hearings, In the 2009 NCRC proceedings. pre-filed testimony on these lnatter. \ws 
submitted 011 May 1, 2009 (direct) and August 10. 2009 (rebuttsl); documents \vel'C provided and 
intettogstories wcte responded to from JanUllry, 2009 tluough the bearing; the beatings on these 
issues were held on September 8, 2009,$7 Since lin imPOrtAllt dement of this investigstion has been 
about the timeliness of intcm>\ll1nd externAl infonnation flo\v. we have chosen to eXllmine FPL's 
IIctions in the dlfee sepa.rate timeframes diSCllSsed above. 

'" ilL PSC Doclc<:t No. ()9(l(I09.E1. 

51 Ibid. P_llIed alimony WII' .1&0 !lied on March 2, 2009. 'IbAt tutimony ... Wed to 2008 oom. Giv... Conc_ric', 


conel...ion, in SectIon VI. the tuIimonr is not oddrened in this _lion. 
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B. Pre-filed Testimolij' 


FPL presented four witnesses in the 2009 NCRC proceedll1g.l on issues relating to the EPU: 


'nle issues within the scope of dus investigation, iI., the to completion. schedule, lind 
cost-effectivencss of the EPUs, were presented in direct testimon~, and the 
exhibit8 spol1llOred by him, lind that infom1ation was Illllllysea.tU 
Mr. Reed's teslimony related to nuclenr project procedures, policies, and practices, and the 
prudence of FPL's costs. He offered projected costs to completion at opinions 
on the cost effectiveness of the EPUs. related to the accounting for FPJ}s 
lncutred costs and the 2009-2010 pJ:Oj~ CO$t8. She did not offer any cstimate of the projected 
costs to completion or opinions ot1 the cost effectivenes8 of tbC:iBP.UiisiI'iTh•.erefore, our .teVicw has 
focused 011 the testimon), 6£ and, to a lesser extent~ 

The pre-filed Direct TestilllOny filed 11)'•••••• 011 May 1, 2009 included the following 
sbltcnlCnts: 

'TiJI BPU Projlfll on protpSiilll 011 Irhldllll 0/111 wit/Jill bllt!fll. " "lilllr Ib, IllUJlolllini bllltjitr 
ojlfddiliollolilltdtor,'lIIra/illg rttpmity 10 tIIlltmIm1m/II FPLt t.'<iIBIIi Sf. utit (pSIJ IIlIifl f 
& 2 olld TlIr.iuy PO!III (PIN) UIIIII J &'4 N"fllorj>tnvIrplontr. .~I 

'Thm 011 I/() roilltgti 01 flJlslillll10 Ih, 10101 1I1111./niwl. mllSlNNtlltpmllidtd ill MrtJ 2008 ill 
DDtktl 080009-EL And. til d'lIf()utllt7led l!)' FPL willllSi. lla II}mh projld rl)llfilllll1 10 bI 
rI)J/ dfidillt Wlall ro!lljJt1nd 10 1111 IIddititlN ~(){/HrlI"fmlioli tllllrntllillts. 'u 

'~pptlltlix f iudndts fhl! TOR JrlHdllks Ilxtl rI)!IIpon /111 tllmllfpr(!fediotlS to FPL~ qlil,illo/fJ 
jiflllSI. Ltd, IIlId n/~ Poilll ro,fls ••• Af lhis linlt, FPL !JI.1I1I01 MIII/lftld III!)' Iw'lo mm 
Iht ItllAl 1I01t-/Jim/lng (I1sl fllUIMII j»vPld,d /asl M'!J in DtJlJul 08()()(J9-EL At JIIO/I/J IH 
e.'¢lfltd, Ib, CimtpPI!1 rl)lIfillJHI 10 "!(Thlnl, ,''' mls IISnJcinlttllllilb Ihisproftrt. As ntlifnl/It mrh 
lIS jillol lligii/wing OIlO!Jftl and dl1ign. IISIflfittf'" NRC nQlll1'111111111 I/"d IPIliIfllJI, mId 
rl)llIlrllrlioll pUlIlIIing on 11111" dtitrfy "villld, liJI 0nujk71!J 1/JiU/l/lIkI til!] Il«fSsrny m/,fifJIII 10 Ih, 

••••~loI£i: the EPU Projec.1 

,. 090009-El, MlIY 1, 2009. 
.. Direct T ..,t/""",,· ,,,f 090009-EI, :May 1,2009. 
<, Direct !:'!'y<.,."."... 090009-m, May 1,2009. 
OJ Dira:tT""rim<", .. ,cd 09000!l.81, May 1,2009. 
.. Ou,,<;t TestimonJ 090009,·1l1, M.l' 1, 2009. 
$0 DiRet'testimony 'Do.htNo. May 1, 2009. 
<s DiRe! Teslimony No. 090009-HI, May 1,2009, P. 2. 
" Ibid., pp. 2-3. 
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DrWlh1/ tW ,dilillll#. Tin TOR s,hltiNIu /NOJl/tk lIN WSI iJlfof'mlftitm mnJnlg IJlItliltlblt for IIJI 
(fsJ rt(f/JIty/JIrlH Ilmull,h 2010•••, 

11-.1e.TiiloiRifriuc-Up to Original) ,chedules include Sdledule TOR-?, which was sponsored by.
•	 'lind which contiuued to mlyon the cost estimate submitted in Docket 0800()9..BI, along 

with. restatement of the caveat that the Company continued to evaluate the costs of the ptoject." 

As of May 1~ 2009 (the date the prefded testimony quoted .baI'e WIll fiIed), the following events hAd 
ttIInSpired: 

(CR-2008-t1443) dated 4/3/08 raised concerns about the 
of the BPU cou estimate that \VIIS used ill Docket O?0602-Bt' 

Rnd to use in May 20[)9111 

• 	 TIle PSL tr:end .reports for August 2008 through November 2008 bad raised 
cona:tns llbout substantiAl underestimatlon of the PSL project costa?1 

• 	 On November 7, 2008, Bechtel informed FPL thllt ita estimate of costa for the PTN 
EPUs nRd increased by $37 million; this higher vAlue was nsed in the Bechtel 
contmct 

• 	 In early December, 2008 the EPU's Ptoject Controls Group identifled thllt the May 
2008 cost l!ltimAte WIll likely to be toO low ';'vcn the Bechtel contrAct t.nd coat 

• 	 J\ Condition Report dated 12/10/08 concluded thllt the ~olution of the 4/3/08 

Condition Report WIll.. II ''tniJsed ogpotrunity"n 


• 	 On February 17, 2009, _ was presented with lin IInalysis prepa.ted by 

Project C01ltrola And the PSL site thAt thdr foreeast for PSL was $129 million above 

the Mily, 2008 eswmte7J 


• 	 B)' Much 26, 2009 the PTN site team hAd Also concluded thllt the cost estimate 

should be taised above the Mlly 2008 e$timate; A decilion WIIS made to not use the 

higba: coat l!ltimate ~canse it WIIS considered "prelim/IlI":Y"'"


•• 	 II partidpated in developing A prcsentlltion in late April/early May ~ 

informing the ESC that while Bechtel had estinlsted higher costs. the foreeasta for 

l)SL and PIN were unchAnged fWIll the May 2008 estimates; the Projects' coat 

status is shown al "greeno"'/; 


As shown by thi8 chronology, the EPU's cost esWUlltes Wll[e dearly in a state of rapid flux by May t, 
2009. While there WIll .!llOm).tine ev.ldenceto indicate tlilt an upwud revision to the cost esWllIltc 
Wll' likdy, lIS or MAy 1, 2009 had not reported such 11ft jncrease to the ESC nor had 
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an inctease been approved. What I had reported to (he ESC: was consistent widl what 
his Dh:ect Testimony repotted to the FL PSC. Additionally, Schedule TOR·7 appropriately 
indicated the Company continued to evaluate the coatll of the EPU l>rojects. 

C. Intcrmgatoty Responses and PtoductiOD ofPocumcnts 

Concentric requested, received and reviewed aU documents produ~ and inreuogaloty responses 
submitted b)' FPL in Docket 090()()9..EI and pertaining to the EPU budget, schedule lind cost 
effectlvencss. Our review led us to follow up on one interrogatory response, submittcd in rcspoDIIe 
to StaEr. Fifth Set, No. 53, for further anal}'llis.'Hi nu. interrogatory msponsc, whidl is attached lUI 

Exhibit 9, sought II listing of each anlllysis thllt FPL wa, offedng to satisfy the requiretoeDb of 
Section 366.93(5) F.s., which rcquirea lID annual comparison of the btJdgeted IlDd ACtual COSb lIS 

compared to the estimared in-ae£Vice cost of nuelcat projects. The responae. which \_ submitted 
on August 17,2009. tefetl to Schedule TOR-7 which contsins the Company's annulI comparison of 
budgeted IlI1d Actual cost. Schedule 1"OR·7 was lIUbmltted on May 1,2009, and is described as a 
"snapSllOt'" of II continUOll$ process.n 

:Between May 1,2009 lind August 17, 2009, major changes \\'ete mllde to the forecast for the EPU 
Pmjeelll. On May 31, 2009, the P1'N EPU budget indicator WAS shown liS red, indicating a serious 
challenge to meeting dll: existing budget.f • On JUDe 3, 2009, Bechtel submitted a "PSO" (mest11 
value) for PTN that was $108 million Above the May, 2008 estimate. 'It On June 23, 
2009, advised the ESC of the Bedltel estimate", and the ESC inltmcted him to 
prepare a updated fOJ'eCIISt for the proiect! I be reviewed at the next ESC: meeting. 
This updated WIll prepared at the dh'ection of . 'y_I staff reportedly 
wmkIng seven days II _ek for a month and \VIIS presented to the liSC lit an aU-day, Saturday 
meeting on J!!Il25, 2009. In the week leading up to that meeting, the BPU leadcnh.ip tcIUrI was 
replaced.all~£ I was teusigned to It position outside of the EPU, although he actively 
partidpated 10 the July 25, 2009 presentation. Thllt p.telICI1tAtion established new cost estimates for 
the EPU Projects whlch were approximlltdy 21% higher than the May 2008 eatinlateLII 'Therefore,. 
Schedule TOR-7, which is refetred to but not Attached to the respome to swr5-53, was out ofdate 
by August 17, 2009. 

However, the interrog;atory only asked for a listing of the responsive analyses, not fot FPL's current 
or updated Analyses. Concentric views the response to Staff 5-53 as beiog IICcumte, reliable, and 
Iesponsive, even though the document refecred to was ollt·oC-date. The respondent answered the 
question jn II fordll:ight fuhion bllsed on RU of the infotmlltlon known to this person at the time. 

16 Rt:aponae Ie Docht No. 090Q09.BI, Sblfl'. fIiftb Sot ofllltW:ogatode .. Interrogatory No. 53. 

11 Ibid. 

,. To,.1 Project C..hllow, VlN BPU PlOject 2OO\l, Moy 31, ZOO\). 

" Extended Power Upnte., Ploject Updote, Turk.,. Point,JuIy 25, 2009, pp. 25-26. 

I. 	Bxtended Power Uprote., Exccurift SteeringCommlIt"" ...·1udns. S:Unt Lucie & 'l\u:kqPaIn!'J""" 23, 2009, P. 12
"' 	 Bxtended P....ver Upn..... Pn>ject Updau; ThrIcey Point, July 25.2009 ..... Extended Power UpnI!U, Project. Updatt; 

Saint J..uc:ie, JaIy 25,2009. 
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D. Tutisnan1 at Hearing 

A. atated earlier, and appeared at the NCRC ltearinaa on September 8, 2009. 
At tbe heating. the foRowing achange took place ~, and counsel for FPL~ 

BYMR. ANDERSON: 

Q. Tf1 tlJluJ.JIlI fhl IIJIIII tJlltlfiflfl talllmnitl iiiJfUlr prtJilttl moo klfl,,,,,'!}. _II/t1 ftN1' 

fll1l111m '" 1m _t 

A. Yis, Imy 1IUIJ lit. 

MR. ANDERSON: FPL fIW IIJtJI 1mJ#dilttl tIimf ltIfi11Jf'IJ hi i/ntrid illk! tIM I'IfImI tIJ 

IllMgIJ 1WIII. 

111e exc:lwl~ with counsel had the effect of all of the statements in the pre-filed 
testimony. and the exhibits Iponaored U:1'"""'D.l truth fill Md Rccutllte as of 
September 8, 2009. This fol1O'M!dI•• inlll'OduciJtg corrections to ctrlta in bis 
pre-filed testimony, aIld updllting teillimlony his Del.V title lind responsibilities 
withPPL. 

As ?f ~Pte~~th8,E.P200U9~ g 5hidd par:tiCled'pa~~ in the d~e1opment of_~~y ~IIiIedFP'Lcosdt 
proJed:lona WIC e 4 '~r-I....... ~I present u"",e new esllmAtes to lev""", seruor an 
conttl'lctor pel:1lOllnel on July 25, 2009.&5 The new estimates for PSL were CI\'C\ted III still being "lit 
the Cooceptw11l.evelu" (lIS ,vtte the May, 2008 estima:teS'~ and tbe COIllmeut WIllI made that IhI: fuJl 
scope WlS stiU not known. HOWt!VCf, the new values were dearly lAbeled AS the "Cutrellt Forecast:' 
lind the stRtemcnt was deady made that the "Current Budget" (the May, 2008 V'IIlucs) wu being 
in_ed to the "Current Forecast.·.. The July 25, 2009 ptcscntlltion offen an extenllive 
perspective on the shortcomings oC the May, 2008 estimates and die! lessons dl~t .ho\1ld be learned 
&om this experience.1f Concenrric also notes tIltt the ESC WIS explicidyadvised thaI the new cost 
estimates were inconsistent with the May, 2008 and MAy, 2009 _ that had been presented to the 
FL PSC lind th~t several new economic feasibility 1U1111yaea had been perfo.tmed. whlch updAted 
those IInalyses thllt bad been submitted to rhe FL PSC eleven weeks earlier." TIle new feasibility 
analyses continued to show dlllt the projects were bene6cill\ to C\1Stomers, although IeSl so than in 
dIe May I, 2009 ffiing." 

Based on the infottnation presented Rbove, Concentric hi. concluded that by the MIt. 
took the stand on September 8, 2009, the inConnation rnted on Schedule TOR-7. 

lind the teati.motlY related to it, was out·of-dAte. By this time _ had presented revised 

'" 'fNnlctipt "CDirect Bxarni...bco 8, 200!1, pp. 208·209. 

II Meeting tI:qUOIt for: EPU 3:30 PM. 

.. B1cttmded Puwu Upt'ltel, PRIfec:t Updm, _,t 1.<,";'" 


H Plarida Power &: 1Jsbt COJIIPIU'If' Pedli<>o 10 lOr Expansion of Blecrrico.l Powu: l'lams tnd foe 

Exemption Crom llllle z.22.lI112, l'.A.C., Dod<et No.. O1OcSIl2-EI, Septembu .7, 2IJ07. 

.. .&Icnded Power Upnltel, p.tUpdate, Ttvl;ey Pllint. July 25, 2009 NNf Ihtcnded Powu Upnltes, l'tojecl Updal1>, 
s.iot Lucie,July 2S, 2009• 

.. lbid.,pp.l(I.40andpp. 51-52,tcapeellvel)'. 

.. Extended l"l:N.oc.r Upnotel, Pmjc<;t Updlte, SAlot LI>cle.Julr 25, 200!1. PI'. ""·49. 

.. Ibid., P. SO. 
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cost estimates to the ESC, and the BPU Project mAnagement teAm had begun relying 011 dIe revised 
cost estimates. Our opinion in thia regard is also supported by the statement!! of nearly all of the 
EPU Project pe.t'4011nel we interviewed (odler than the t\Vo EPU Project personnel that participated 
in the dedsion to not update the testimony). 

In our interview with lilin, defended the September 8, 2009 .teaffinnalion of his pte
filed testimony on the Founds that the July 25, 2OO!l cost estimates were prepared assuming the 
VIIlidity of mlilly ullllpproved scope changes and mallpowct estimates, and that they were no better 
thall a "guess" with little support. He also indicated that he does 110t recall allY diSQIBSiOllWidl 
teglU'd to whether the updated esdlnate should be presented to the FL PSC. 

Concentric Igtees that du: new cost eatimates ,vue based all only partially completed engineering 
and design infonnation. and tItat they were still subject to revision liS new .information became 
available. However. that is a1wIYS the case with a consttuetion progwn sucb liS the BPU Project. 
and continues to be the case today. These facts do not support the continued use aC information 
that \VIIS hued on even earlier conceptuti designs and out-aC-date manpower a~ material estimates 
and which did not talu: into IlCCQUl1t executed majoc cont.mcta. The new estimates were the product 
of more than II dozen people working extended boua Cot a month lind hlld been reviewed by every 
level of nlllDAgement in the EPU organization. nley reflected &1' more knowledge about the scope 
of the EPU Projcct8 than had been used in the 2007-2008 Shaw scoping analysis, materials co.t 
estimates that were bAsed on more recent data and manpower esWnttell that reflected the revised 
scope and loading estimates prepared by Bechtel. Most importantly, tltey were presented to the 
executives of FPL in clllu:ge of BPU governance (and who were responsible for Approving budget 
dlangetl Cot the projects) lIS the beat "line-by-Iine" estimates llvallable It the wne, were mateLially 
different from the 2008 estlmatca, and have continued to serve as the reference point for an 
subsequent ttvIsions to the cost estllnatCl. ineluding those thllt were submitted to the FL PSC in 
MIlY 2010. In shott. while the July 25, 2OO!l and subsequent cast forecasts are and were preliminllry. 
they represented the best info.nnation available lit that time, were relied upon. by FPL, and were 
more IIdvanced that the 2007/2008 cost projections. 

The dOctunents we have reviewed, and our interyiews, indicate that there WIIS considemble 
uncetlDinty among the project staff in September 2009 lIS to ,vhethet the ncw coat estiulatea were 
IIpproved or not. lind intetlllli reports were inconsistent in their use or non-use of dIe updated 
fo.recaat (see Section vm Cot addiliolllli details). The EPU staff had c:xperlcnccd significant 
turnover and \VIIS also undetgoing II major reorganization at that time, which appears to have 
contributed to the lack ofciRrity on this point. 

Concentric's discussions with Company persotUlel have also Indicated thAt me fact that the updated 
feulbllity analyses presented to the ESC on July 25, 2009 confltmed dIRt the projects still offered · iflatnt Vlllue to customers may also have been II consideration in the decision to not update. 

testimony. \Vhile Concentric agrees thAt the new alllllyses confltmed the conclusions in 
testimollY. we belieYe tllAt II $300 million. or 27"1.. increAse in the projected cost of 

the EPU Project should llRVC been discussed in the live testimony on September 8, 2009. 
iiiii 

Concentric found no evidence to suggest the cost effectiveness ac 
the EPU Projects, had lin)" knowledge that Prese11ted to the ESC. It is 
our underslllndillf that he relied on the cost estimates provided on Schedule TOR-1, as sponrored 
by J 100_ _ not in dIe EPU organi.tion or the Nuclear Division ofFPL. 
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VIII. Recommendationa fot Improvementl Related to the NCRC 

Conccnhic's investigation inlo this matter has produced the below m:onunendation for process 
improvClllenl. These .recommendations Are intended to improve dlC disll'ibution of information 
within FPL, tbe NCRC doc::ket tearn and to the FL PSC. 

1. Concenhic recommends that the process be changed in order to provide timely lind ongoing 
inCotmation within the NCRC dockel team throughout e.ch NCRC review cycle. nus WIll 
help to ensure that IIny updated information is fully diacUllsed within the NCRC docket team 
lind prevent futute concerns zelAled to flow of infotmlltion to the FL PSC. Concentric has 
been informed that tbit change hils already been implemented. 

2. Simllat to the recommendation Above, FPL and the FL PSC staff should revisit the issue of 
intrA/inlet-cycle document production. The ongoing production of a limited number ofkey 
project doeumentl could enhance the FL PSC staff's understanding of the projects and how 
they lit!: developing on an on-golng basia. 

3. The NCRC docket ICI1m has included And continues to include A nUlllbet of firat time 
witnenes or witnesses ,vith limited experience SCtving ill lbit mle. As a tesult. it is vitally 
important that FPL's Law and Regulatory Affairs Departments continue to provide explldt 
instruction and guidance to these individuals. It is our undentRilding that the importance of 
updating one'. pte-filed testimony aDd exhibits is an explicit part of the wime •• training 
p~lll.which we believe should be con'Vlry'Cd through written instrllCtionl. 

4. As put of our investigation Concenhic reviewed the list of invitees to the ESC 
pt!:BCnlAUoM. Noticeably Absent £rom these liste of invitees in 2009 \VIIS a tep1uenllltive 
from FPI1s Rqulatol)' AffAirs and Law Deparunents. Given the itnportance and acale of 
the EPU Projectl, and the Alternative cost recovery Ire!Itment being afforded to these 
pcojeco, II relatiftly senior member of Regulatory Affairs Dcpartml:l1t should Attend each 
future ESC presentstion. It is our understanding that this change hu recently been 
implemetlted. 

IX. Inf'otmlltlon Development and Dilltributlon within FPL 

The below discussion relates $ped6caUy to FPL's internal distribution of EPtJ }',roject-related 
infortnation lind foreaI.tt. In Concenhic'. view, the below discllssion should not be misconstrued to 
determine the pt:udcnce of FPL's decision lllAking processes and therefore should not impact the 
recovery ofcoats through the NCRC. 

As described in Scetion IV, the initial EPU Project budget was eSllIblisbed by the FPL and Shaw 
.coping studies III 2007 ADd early 2008. The EPU Projects Also established a variety of project 
instructions ,vbich identified the process for Adwessing dlRnges or riIIk to this initial forecast. These 
Extended Power Upmte Project Instructions ("EPPIs'') were Unt developed in spring 2008 lind 
were updated at various points in the project, indoding following the introduction of a Ilew senior 
management team in July 2009. Concentric's review of the EPPI's bAve identified three which lit!: 

relevant to the reponing of revisio.ns to the cost estimates ,vithin FPI.: 1) EPPJ-300, EPU Project 
Change Control; 2) EPPI-320, Cost l1.st:imllting: 3} EPPI-340. EPU Project Risk Mltllagement 
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Program. Por purposes of our review of these inslIUCttons, Concentric las segmented our review 
illto the period preeedingJuly 25, 2009 and dlilt afterJuIy 25, 2009. 

A. Pre:-July 25, 2009 Infonnation Flow 

As carly as April 2008, the EPU management team WIIS made IIWRre of conct:m$ about the adequacy 
of the Shaw lCOping analyaia and a810dated budget. Theae concerns te-mtfaced after the Bechtd 
contract _ awarded in November 2008 and weI.'e brought to the attention o( the EPU senior 
management in December 2008 and Febmaty 2009. By Februaty 200!) the EPU Project Controls 
employees had developed a rcvUed cost estimate, albeit in prelhninaty form, that projected a $129 
million COIIt increase for PSI,. The revised estimate was widtin 2"10 of the values presented to the 
ESC in July 200!). Similat estimates had been devdoped fot P1N by Much 2009, but the EPU staff 
WIIS directed to discontinue use of this estimate until manllgemcnt had :~rjewed it further. 
Throughout lAte :2008 and the lirtt !tDe months of:2009, Bechtd lIubmitted several teVisions to i~ 
cost estin1ltes, aU of wh.lch \vete lIubstRnlially higher than ita indicative bid lind higher than dle 
estimAte developed liS pRrt of the Shaw .coplng analysis. 

These events followed the pUbliCAtion of EPPI-300 on Match 4, 2008. This project instruction 
established a formal procClS for idcntiIying and tracking potential changes to the initial project 
budget. EPPI-300 describes the purpose of tlte trend progmn all follOW!l: 

'~Thls document sball be used for scope changes to Capital and O&M sub-projects 
within tile EPU p.t. Changes to tbe approved budget wiD be made using the 
approved Scope Change/Ttend Notice (orm (SCN/TN) which shall beconle po.rt of 
the budget records.

These potentiAl changes were divided into scope changes (i.e., additiorW plant modifiaItions) 0: 
b:ends (i.e., increased costs of cOll1llledng approved scope). In order to IIddress a ltlllld. BPPJ-300 
dietlltes that the trend should be identified on II formal "Trend Reglater" and a SCN/TN should be 
:t.ted to request changes to the project forecast. The SCN!IN W1I8 then routed to the_ 
._••~Ot approval The process for addressing scope changes 15 similar, but .requires addillOOr 

ft!V:IeW of the potential scope change to ensun: it is necessary (0: the BPU Projects. Once an 
SCN/TN is initialed, EPPI-300 requ.ites the ElJU Project Cost Engineet to eatabUsh Il tracking 
number lIJld the potential budget impact of the SCN(I'N. The Project Scheduler is tespOl1Slble for 
indicadng the potential schedule.impact. Once this information i. added. to the SCN/fN, it is 
lOuted to tile BPU Project team mClnbe: with the appropriate approval authority for the potential 
cost inlpact. Upon ltppfOVlll. the SCN(I'N is supposed to be Incorporated Into the project budget 
Rnd AD future project reports." 

Concentric requested the EPU PlOjectS' Trend Registers and AU SCN/TNs since Januaty 1, 2008 
lind rec::eh-cd many, but not all, of the SCN/TNs prior to issuing our report. Sucd on OUt review of 
the Trend Register lind SCN/IN. between JAnuaty 1, 2008 lind July 25, 2009 it would IIppeM that 
the EPU Projects only partially complied with tJlis EPPI-300. For PSL, II detailed and 
conscientiously maintAined Trend Register was maintained between summer 2008 and at least June 
:2009. However, it appears that the process for reviewing and approving ttends 'Wae 110t 

.. EPPI-300, Project Chan&c Control, Pg 3, Rc:1.- 00. 


.. lbi,ht.j·6. 
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appropriately implemented at PSI.. Many of the same trends were identified each month without 
resolution or incotpo!l.lion into the budget. As an eXllmple. in nearly eve!:)' month between August 
2008 and June 2009 II trend was noted \vith regard to the BPC budget. These trend impacts .tIInged 
between $10 milUon and $140 million. The EPC budget was only increased by $20 million during 
this period. Similarly, the PSI. Project Team dld not prepare SCN/TN forms for trends that \vete 
included on the trend register. For PTN, it would appear that dlC trend register _s kept up to date 
during thb period and some of the trends or scope changes were outstanding for .cvemI months. 

FinIUy, many potential &cope cbanges Of trends appear to have beetl captured on the Risk Register, 
which, as discussed below was not synchronized with the project forecast, .tIItber than the Trend 
Register. For example, the CR discussed in Section IV aboYe. resulted in a "High Risk Mitigation" 
plan, but does not appear to have been included on the trend register. Thus potentialacope changes 
or trends were .not ad,UlItdy reflected within the forecast. Concentric also noted that prior to July 
25, 2009, the. 'ailed to identify a source of the funds on the SCN/TNs for 
nearly every form. 

EPPI-320 provides the project instruction Cm: cost estimating, including the development and 
inclusion oC contingencies and tbe estimates to be used on the SCN/TNs deseribed above. This 
instruction 'VIIS established in Much 2008 And remains in effect today. Specifically, this instruction 
states that "estimates should include project risks, ullcertainties. and contingency_ These should be 
docwneoted along with the methods Cor determining the petcenlllge of risk lIl1d the amount of 
money associated with the contingency." EPPI-320 also hlClicates that it is supplemental to the 
Nuclear Projects Department Instruction - 304 ("NPDI.304',. 

FPL has defined the contiogency AS "an amount added to 1111 estimate to allow for additional costs 
dlllt experience shows will1ikely be required. This 11111)' be derived either through lItatittical analysis 
of past project costs, or by applying experieoce gained on similar projects."" NPDI-304 provides 
additional guidAnce on the development of contingencles and SlRtes: 

4.7.6. As a general rule, conceptual estimates should have a 25-30010 contingency, 
Level 1 or preliminary estimates should have 15-25% contingency and Level 2 or 
dellnitive estimates a 5-10% contingency. 'I11e exact percentage is detetrnined on a 
case by case basis. 

'1"he EPU Projects' cost estimates fit dle criteria for 1\ conceptuRI estimate in 2008 and appear to 
have achieved Level 1SIRtus b]' the end oC 2009. FPL's p.tllctice prior to July 25, 2009 was to label 
the contingency as "Scope Not Defined", or "Scope Not Estimated." This line item, although it 
reCerenced the EPU Projects' risk matrices, was then used as a balancing variable to show a flat 
overau forecast trend and was not based upon project risk. As. result, the contingency _5 
depleted month-by-month, d1e Risk Register \VIIS OO\'er sYllcllronized widl dle project forecast and 
d'e EPU Projects 110 longer maintained a levcl of contingency that is consistent with FPL's 
guidelines. In other words, d,e EPU senior management used the initial contingency as an 
"allowance" that was to be used to meet increases in scope m: cost lather than II wlue which l'efleclS 
the risk remaining ill the project, including those identified b)' the rusk Registers. This practice '111'15 

acknowledged in the lessons learned sections of dle July 25, 2009 ESC presentations by the 
stAletnents that .....undefined scope depletion not dealt widl ill II timely IiIsbion ...llndefined scope 

.. NPDI-304. l!stimAte P"'pol'Olion. 1'& 9, Rev n. 
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.Uowance used in eslftblishing base conttacts altd work left little for emergent items Or inc_ed 
scope.•.must indude undefined scope allo_lcc based on level o(risk/progress on project." 

BPPI-340 WIIS fitst initiAted in Feb1'll1U}' 2008 and establishes a process to ensure that each 
"identified risk is reco1'ded in a risk tllI1trix, lind evaluated (or probAbillt)" consequence, cost, 
schedule and project imptlct." The process set Corth within EPPI-340 does not indude a dCllt link 
to the EPU Projects' Coreasta, but nlher is an evaluation tool (or determining the level o( 
unceminty remaining in the project. Indeed, the July 25, 2009 PSL ESC presentation states "cutrent 
undefined scope allowance is not aligned to tbe risk mattb;, .. looked at the project only (rom • high 
level risk." BeCAuse the BPU senior I11IInagetnent used the contingency as a balanclng VlUiable to 
depict A flat (orccut ttend, the Risk Management PtogtIIm was never used as prescri.bed by EPPI
340. At best, by cady 2009, the mk registers beclline little more th.n a repositoI)' for project risks 
and witb little Ot no cOlmection to the EPU Pl.'Ojects' (orecast. 

\Vith regard to the risk management procetlll. the EPU's assessment oC its own perf011mlnce during 
this period, llS presented to the ESC on July 25, 2009, was th.t: 

• 	 It "underestimated the risk lind costs Associated with the fut trade project," 
• 	 It "did not aRes. [the] capacity oC [the] organintion and coats," IDd 
• 	 "Early wa.tning on coat ovemms lind undefined scope depletion were not dealt with in II 

timely manner." 

Concentric conCtln witb dle8C nsesaments, And notes that mID)' o( these issues have been remedied 
through dlanges in procedures IDd the organintional structure since July 25, 2009.'1 

B. Post-Julf 25, 2D02 Informatipn Flow 

As part o( its If_tion, the ne'lv EPU senior management team hAs undertaken a process to uvise 
many of the EPPIs to address many o( the lessons lea.tned that were identified in the July 25, 2009 
ESC p.r:esentations. As desa:lbcd below, this process hilS included Clttensive revisions to EPPIs-300 
and 340. 

\Vith regard to BPPI-300, tbis instruction bu undergone lit least (our revisions since Jllly 2009 and 
has been updated to include more rigorous trend idcntificalion, to more dearly deJ'jne the roles of 
eadl person involved with the trend program and to define the timefmnea Cot review and approval 
of these forms. These revisions induded a teYi.ion to the SCN/TN fomls. This re¥ision changed 
tbe name of tbe form to eXplicitly include (o=st valialions. Similarly, the SCNjTN forms being 
issued by dIe Project today diClftte the source o( the funds (or each scope dlange or (orecast 
wriance. The option. (Ot tbese funds include: 1) No chllnge to project budget; 2) Contingency; 3) 
VtU:illnce to approved budget; 4) Othel:. Nonethekss, the EPU Project continues to use the 
contingency allmwnce to fund scope changes, rather thin maintAining the contingency at a levd tllat 
appmptiately reflects tI.e risk to the cost (orecast, Concentric believes .cope cllangea should be 
funded through a forecast variIIAce to eliminllte tlle use of contingency as a fOl:eCAst balancing 
VAriable. 'l'hls is consistent with NPDI-304 which states tbe Collowing: 

.. lWU Ie.."ns Igmed Pl'L from April 2010. 
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"Contingency usually docs not inclade changes in scope, sclledule or unforeseen 

m1Ijor events sucl, liS strikes, tsunamis. hurricanes or t'IU'I:hquakes." 


Lastly, the usc of the trend program is improving with greater alignment between the Risk Register 

and the Trend Register. 


Concentric notes that issues of tlte project contingencies. risk register, md the .relationship o( each 

to the cost projections arc being addressed b)' the work loon to be completed by High Bridge. 

Furthennorc, on May 1, 2010 FPL rued Illl updated cost estimllte l\lnge and feasibility malysis with 

the FL psc. This upd4Ited coat eltimate range induded inctca!lCd allowances for undefined 8COpe 


and risk. It is OUt understanding that EPU management conaiders its current approach to be an 

interim solution until the High Brldp rcsuIts have been received and l:eYlewcd, and that the High 

Bridge .results will be used to compare against PPL's CUttent cost estimate range. 


C. Conduaiogl Related to Flow ofInform8tionwitbin FPL 

Concentric has concluded that dIe BPU Project team did not adequately cOmply with its and FPL's 
published procedures (or developJng, eslimatlq. approving,. and tracking :revisions to the cost 
estimates and/or budget prior to Jnly 2009. It is dear that tbe process required for releasing (unds 
from the contingency was not followed, and thAt aU revisJon. to the cost estimates have not been 
ttaclced through the trend program. TItesc faets have resulted in widespread confusion witltio the 
organiution regarding what the current approved budget or cost forecast is at IIny point in lime, 
who has to apptCJ\1'e cblll1ges to tha t budget OJ: COlt forecast, whether there ill II meaningful difference 
between the terms budget, cost estimate and cost fo.rccut (all ofwhich lite used in different standard 
reports), and bow to measure and report vuiances from the budget/estimate/forecast. Many of 
these same points ,,_ acknowledged by EPU management ill the lessons leatned scctiQllS of tbe 
July 25, 2009 ESC presentations. Here the con:unenb were made that "Individual ModificAtion 
Budgets and Slte Deputment budgets [were) nor established ...did not use fotmal process such liS 
Plant Review Board to approve scope growth during design process prior to 01/01/0? ..no fomlal 
cost benefit W1lB performed on design changes."'~ 

Finally, due in lArge part to me confusion discussed above, our review of the EPU's standard tcports 
lind presentations has made us aware oC several reports that"VCEC issued with some incorrect or Ollt
otclate infottllation. These problema penisted after July 25, 2009 in the Monthly Operating 
Reports (MOPRs), monthly cash flow reports. and ESC present.tiOllS. However, post-july 25, 2009, 
dIe correct and updated infotmltuon WIll available in the EPU Project's ptesentatiolll to the ESC. 
We abo received reports from individuals widtin FPL that documents they were responsible for 
preparing were changed, after the orlginator had issued them, by someone else in the organization 
and often with no explanation as to why tbe changes were mllde. In other instances, individUAls 
were told to make chAnges by 8omeone else within FPLThese IICcounts are difficult to verify, bnt 
they do not represent A slJlgle account or example. In addltJon, Concen tt'ic has reeelved some 
documenbltion to corrobOt!lite mcse accounts. Some of these actions arc attributed to mallagers thllt 
lite no longer in the EPU organiation, but they demonstrate tbe need (or more definitive document 
control and owaershlp procedures. 

.. Ibid. 
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X. Recommeftdariona Cot Improvemenm Related to FPV. Internal DI.ulbution oi Coat 
B.tImatee 

Conce.ntric's investigation into FPL's inletnal distribution of EPU Project-tdatcd Information 
produced the below list of recommendations for process improvements. Many of these 
recommendations ate intended to improve the distribution of information within FPL, and tbe 
NCRC docket team. In certain of the recominendations listed bclo\v, Conce.ntric hu noted that 
changes 10 the EPU Projects since July 2009 may have already addressed these recommcndadons. 
In tbose instances, we are smting the recommendation to dcmonstftte that aU of the issues raised in 
tllil report arc being, or have been, adequately addressed. 

1. 	 To ensure tbat FPL and tbe EPU Project team should ealllbllsh and impletnent explicit 
%C!port (IWflCl'll (by report). III addition, FPL and the EPU Project team should establish and 
implemellt an explicit report sign off or dillent procedure that is analogous to the "blue 
sheet" sign-off procedw:e used fQt inf'ormlltion sowced from outside the business unit. In 
addition, the report sign-off lind dinent proccaa should indude II link to a compan}' program 
fot' tII10l1ymously notifying superiors in the event of II concern witb project reporting. 

2. 	 To the extent thllt R l'crfQtmance indicator (e.g., green, yeUow. red) relies upon a Cakub.tiOll 
in order to produce II particular indicator, the result of the underlying calculation should he 
reported along with tbe performance indicator (e.g" budget or foreast performance). By 
providing the result of the underlying calculation, II report preparcr 01' revicwt:r an qulcIdy 
identify lilly dise.teparlc:y bet\veen the performance indicator lind the Cakub.UOIl dlat 
produced that indicator. 

3. 	 FPL should consider changing the reporting rdatiooship of the BPU Ploject COIltrols 
Director. \VbHc the chRnge in reporting from the EPU Project Director to the VICe 
President of Power Upratc in 2009 VJIIS a positive development, the reporting telationship of 
the BPU Project Controls Director may he Improved by induding eilber II soUd Of dotted 
line OIll'llide of the EPU Projects. 'Ibis could improve the independence of the Project 
Controls Director md hi. staff. Conce.ntric notes that nlttm:. large satIe projects could 
benefit from an independent project controls organization that incorporate best practicea 
froal across the organiZAtion. 

4. 	 FPL'a cwrent IIpproach to establishing the EPU'. contingency (Scope Not Defllled) uses the 
cOlltingcncy as the balancing VlIriablc to maintain the projects within dlcir cost estinultes. 
'This is not consistent with FPl1s EPPI-300 or with sound project management pI'IIctices. 
nil, contiugcncy should be based on the level of uncertainty in the project, which is best 
captured through II probabilistic analysis of the cost estinulre. lU:ductions in the contingency 
should not typically be used to fund 8cope changes, and the contingency should only he 
released if the ullcerblinty associated with the project has declined. Concentric notes thAt tile 
appropriate level of the contingency is an lssue that is being addressed by Hiah Bridge in its 
c:w:reI\t independent review of the project cost estimllte. In addition, tbeBPU Project has 
established a revised cost estimate range which WIllI used in the Company's feasibility aDIIlysls 
lind provided to the FL PSC on May 1. 20lO. The EPU Projects should establish It form.r 
intcmcd process to Approve Rnd communicate EPU bu<lget, l'o.re<:A.t or estimAte changes on 
II total project bnsis each month Q.e., flot 1Innual}. This proccaa should include 11 distribution 
checldlst to make certain all.rcports arc updated consistently once a new budget, forecast or 
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esdmAte is approved. Concentric notes that EPPI-300 has been revised I'll/ice since July 
2009. ICimplemented thoroughly, these changes should IIddress this recommendation. 

5. 	 To the extent CRs are uti1l:zed to document potential budget or cost estimate chAllenges, the 
CR closure processes mould be revised to prevent the closure of a CR prior to the 
completion of a risk mitigation pian. In the IIltemativc; risk mitigslion plans ClUl be trAcked 
separately, but must Itot be closed until eacll of the action items listed on the risk Illitigation 
plan are comp!eted. Additionall}', the completion of aU action items must be documented 
lind tltose documents should be preserved in a central location. ConeetltJ:ic notes that the 
EPU management teAm is already planning to address this change witWn the EPU action 
item list. 

6. 	 FPI. should continue to maintain EPU Project staffing as a high priority. A sufficient 
number of staff membeta are rcqlliwl to maintain adequate project control, including the 
updating IUld production of project teports. 'nllOughout Out investigation it was noted to 
Concentric that many within the organiZAtion were O\'el:Wbclmed with the amount of work 
that must be accomplished given the "Cast-trAcked" status of the project. At times, this may 
have cOlltributed to dIe ineonsistency or inaecutllcy of certain project reports. 

7. 	 The EPU Project team should document the names of 001 ESC presentation Attendee and 
maintain this list of IIttendecs with the ESC Presentations. This will inC1'C25e the ovet'ldl 
U'Anspatenq into the EPU Projects and document that the proper level of oversight is being 
provided to the BPU Projects. 

8. 	 '[he resulm of this investigation should be provided to the Corporate Responsibility OfflCCr 
for ule in improving employee confidence throughout the organization. Our llillited SIImple 
ofinterviews indicates that there are, or have been, concerns about the unifoon adherence to 
the non-retaliation prmision of the Code of Conduct. 

9. 	 Concentric suggests FPL institute a procedure fat conducdng orgaruzlltional teIIdlness 
tISIesstnCllts prior to commencing ne\v complex, large-scale projects. 'l1li8 procedure should 
include a documented review of the Project Plan to ensure that it adequately detailll bow the 
project is expected to evolve over time and ensure proper expectations related to 
performance reporting 1md measurement are communicated dlroUghout the project t6m!. 
In addition, these assessments sbould include a detailed review of executive management's 
cxpecllltions reptding the development lIIld updAting of the project schedule, cost estimate, 
budgetll and reports. 

10. 	 Concentric and the EPU Project management team should COIlduct an investigation close
Ollt meeting at the end oC this il'lvestigation. 'nlis meeting will review Concentric's fmdings 
in !.his investlgatioll, address management's response to those findings and discun ways in 
which proceSSell or procedutes could be inlproved to prevent aimllar project challcuges. 
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Exhibit 1 Letter 

Fobm8l')' 19,2010 

Mr. LeWJa Hay 
Florida Pcmw IIIld LIght 
Pl'L Oroup CfIaImlen and COO 
700 Unll"Oll8 Blvd. 
1uno Dtaoh, PL 33408 

Doar Mr. Hay: 

I am wrilIDS fo yO\l willH:q COIIOtmt aboDl ooatJltl'lbrmanco IIlNuoloar ProJOIIb aad.Bxlendtd 
PowerUptIto (BPtI) In 2G09. WIth...CIXOCiIlt orlhe mtlnISr. BPU Projoot MIIII8IJOIIIOIIt 'l'eall\ 
I BillbeIDS oiled • OlIO ofmlb1lltl'fl/*10 ifill falluro otJIPU III 2009. 

PIlgeloC2 
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n.m dOllS notll'YeIl olear Idea Qfwbltlhe fllIal 
-bO(I Iaavoeootlmled »\YCIIIeII wllh Iho I\OW~~=~~~~:=~~~~ 

11m 00Ild1!l'flOcl about /lowPPL win AlpOIt tfIeJo Wleatlll:die uJIOOIII1113PSC hoerillp. A1I1 
lnfomletloo ftoom BPU 0''''dian whlob 'WIlt IJI'NOIIftd to Mallaaemelll Iitt IMIIlUI1Dt wlb be • 
II1IIIIIpiIlNIonotlM tnIlJ1. ~tttpett""iltPTH IIIICI PSI. doea lIotCOIIIIIfn hllbrmllllon 
mowms~"Jedou.lroIIblo wltlttbNo Prq!ooIe, TIt, trouble WIll OlIO. to fllPIIcolMOIltko 
8r. PndIlOt'l'eam. 

MJ·1oIIm dell""'" thooomotlllOSllllPfoSr.M~ Sr. W.~c1/dJlOtWllnJto. 
aooopttIIo ......M'.Y PID.I SWluasIoa tor 200911 the 0IIl1 poor 0IIII1uatioII PY.eIYII' had in 
IIl1C111IIN_haYlIIsworbdfAProlootOoalrolltWaomo30,...,... Mfilmnrpotlfiont 
bttcn~toJ:IPL~.ARB8CoJporaIlon. DudInpmo, CA ~lwaPnieat 
Conmil~tor'NA8A III Rouelon lI'Oddnawkk f/I.Pro,anun MIIlI\pl1lllllt 
D"lIll1Aofth rntenlfttlonlll Bptoo _OIl, AIIo wllhA1l.BS, Iwu.ProJeot ConIu/lallrftlrlhe 
DAP.BT"'(DaalAxIlRlMf/o&mllltf9~l,",IHt>III:IM~NatlonII~w_r".ptttofaPrqfeotTllaDllfHltoamod 1110 DOB~aWMd"Do"" 8ytIIDmt. 
Jlor dID t'OOOId, 1111 T~told Il1o tnltll abollttbo BPU ftlllllOlal OOIIdlllolllllld IMe IndII did not 
meat FPL OIIpootatlon.. 

Plnally,llcnowtllllloUweoDl4lt at II tltuw"'" Pl'Llw ordertd 1110 InYfetIplIoI oftmplCl)'Of 
OOI'IOOI'IIf aIomtl1Ins1torn the Jan.. ').(/If 8I\d Feb. 4*ltllel't. hm In 110 way __ladwith thO" 
IIIIt\InI. roaIy mit to ....myconootn Ilbo11t'1IJ!C'DIIIIPJPSC bllllrinp and llI1l1111111t1tW 
IIOptIYII omplo.l"O rovfew. 1hlwo copJed my ,"perv/1IOl' old Immaa moufOOJ. 

1'1l1mk>"ll torf1lfclaa tilt 'Im~ 10 road tllft loIIer. I 

2 
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•I=PL 

Ma~ 15.2010 

lohnltMd 
Chlot~OfBoor 
eon-tdoBIJqyAdYilon 

293 BOIIIcitI Post R.OtId W.. 

81111.500 

~MA'O]7S1 

I.e: 	 JudopendW JmrcstIptIcII ofFobnINy 19. 2010 CorrNpOIlI.Ienoo lD Mr. :r.-ft Hay, Pl'L 

Choap CIiaItmaIlllld COO 


Dlllll'Mr. Reed: 

The purposo of this IeUer I. lD l1IIqUeIt that )'Oll/' 00IIIJIIIIl)' eoaduct an Indepelldtat fiIotuel 

fnvaeti&atIon with ",pIlOt lD III. IIfIfeIIlIDta IIIld .~oot matter 00IltIbI0d In tho ~ 

correspcocteeo&, a copy of 'Willell II atIIIOIied. 'WIdt the euepdon of II\IIttIm pmaJllfnS to Ibe omployeo 

~nwlew ollhe authoroflkeotmpondenot. 


. 	 The ~ thoDId '" hmdJod IIIbJoot to tho __and oondIIIOJII of tho 00IJIII1dPa""'0III 
q.reenttnt ...... !hit 1fIPIHie'to )0lIl' OOIIJINIIIY. Work I'br PPL t1Imqb Deoember 31, 201O,IDII 
Wed to m.~tom othorwork peribrmed IIIIdIrtbat JIIIOIICboat. 

PIeuo direct l1li)'JCqIlOIII fbr IIIpport or III1bmuICiGA roqulred to .uppoIt ,our lYIIIk to IIIIt aacI 

repo4 tile mulls of)'OlIJ'mv.tlpfJoa to me. Jwould IIppI\IIIIIIIeitItyou"WOUld sJattlDll reDIm • copy of 

chi. 1-.. to .. aabowlodglns qreemoIIt f4l pedbnn the ~ toOJIO of wodI: IIIbjeotto IbIr 

formIlIIIIIOcI hnfa. 


BlIcIoslml 

'ACCSPTBDASOP!tlwL 15.2010 

~~ 
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Exhibit 3: PtevioU8 Concenttlc Project8 fur PPL 

Project List for Florida Power and Light 

S'l'ART DESCRIPTION 

DATE 


FPL Regulatoty Advisoty 


NAME 

4/1/2005 Witness mining to help FPL prqwe for the 

cross- CXlImina tion phase of their mte "Ie 


PPL New Nuclear Filings 
 Provided Florida Power & Light Company with 
reguilltoty support semces lind el:pert 
testimony associated with its Need Study filed 
with the Flotida P\lblic Setvice COllU'I'Iiasion 
lind follow..on support lIS needed lit the NRC 

FPL Ne'IY Nuclear Cost 

1/25/zm 

4/12/2008 Ptepared expert teatlmony on behalf ofFPL to 
Re<:OVel:Y o.use Filing support the tCA$onableness of their project 

tnlll1agement, risk management lind cost 
estimation ptactices. 

FPL RIIte Proceedinga 4/22/2008 Retained liB a cOl1lrulting expert in anticipation 

Su "" lunarkinJt 
 ofPOStible futwe FPL rate 

FPL Renewable PorriolJo 
 12/31/2008 Aaaisted FPL with lID IUISCWDent ofwrious 

Smndard 
 mechanisms that have been developed both 

nationally and intematiolltlly to promote 
renewable technologies 

FPL 200!ll New Nuclear Cost t/l/11XJ9 Prepared expert testimony on behalf ofFPL to 
Recoveq' Clause Fding support the reasonableness of their project 

management, risk management and cost 
estimation pw:ticcr. 

FPJ. Secutidution Testinlony Ptov:ided testimony commenting on Jtate 
issuance of securitization bonds for new nuelear 

I plantll. 
FP&L 2010 Nuclcu COlt 

1/15/11XJ9 

Prepared expert tcstinlonyon behalfof FPL to 
RccoyCty Clause Fding 

1/1/2010 
support the .teRsollllbleQCSI of their poejct 

L management, risk management, IIIld ocet 
estilnadoll practices. 
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or contrllCtor£ 
or IeiatM pro;ect. who 

iftv,oIurllll1ily teuninllled. reASsigned or 
July 2008 and today. 

of the -.011$ fat each 

a 
IdOcumentcntitled "High RiO: Miligation Plall". 

document lncIudcs A Ust of IS mitigation 
mj:1OIII~bW~ for completing those 

a due date fat etll:h Rl:tion. Would it 
find CIICb of the documents that wenl 

Idcnldoped in _POOle to mitisation AcIions .nd 
Idelermlinewi>OIl9d, mitigation Ktion wa~ 
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13. Engagement Letter &:~!!!I!I!~~ John Reed, Roe: Independent Investigation of 
PebrUllq 19, 2010 C( Lewis Hay, FPL Group Chairrrum and CEO. 
lvLlreh 15, lOt a 

14. BPPI·300. Project Change Control, Rev 00 
15. EPU lessons leamed WL from Apcil2OtO 
16. Extended Power Uprates, Executive Steering Committee Meeting. Saint Lucie & Tutk:ey 

Point, May 1, 2009 
17. Extended Power UPllltcs, Executive Steeting Committee Meeting. SaInt Lucie lie Turkey 

Point, June 23, 2009 
18. Extended 	Power Uptates. Executive Steering Committee, St. Lucie and Turkey Paint 

September 9, 2009 
19. Bxtended Power Upratcs, Executive Steering Committee, St. Lucie and Turkey Paint, 

October 22, 2009 
20. Extended Power Uprntes, Bxecutive Steeting Committee, St. Lucie: and Turkey Point, 

November 13, 2009 
21. &tended Power UP1'lltes, Project Uptkte, Saint Lucie. July 25, 2009 
22. Extended Power Uprates, Project Update, Turkey Polnt, July 25. 2009 
23. FL PSC Docket 080009·EI fn Re: Nuclear Cost Recovery Clause 
24. FL PSC Docker 0900()9·EI, In Re: NuclCllr Cost Recovery Clause 
25. FL PSC Docker l00009-ill. FPL Notice ofIntent to Retain Patty Status,JanulllY 6,2010 
26. FloridA Power lie Light Compan)', Code of hlness Conducr llI1d Ethic" loost recent!)' 

teVised October 16,2000 
27. FIodda Pmv/:t &: Light Company's Petition for Approvol of Nuclear Power Plant COBt 

Recove:ty Amount for tbe PetiodJanuat}' - Decembet 2010, May 1, 2009 
28. Plorida Power &: Light Company's Petition to Determine Need for ExplUlaioll of FJeetrical 

Power PlIlns and for Exemption from Rule 25-22.082, F.A.C., Docket No. 070602-El, 

Service Commission, O~-der No. PSC-08-0021-FOF-BI, January 7, 2008 

for BPU Satw:day Session,July 25, 2009, &00 AM to 3:30 PM 
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No. 090009-EI, May 1.2009 
_iiiliiii-':~='~:;:'"_= No. 000009-EI, Exhfbit 1. May 1, 2009 

No. 090009·EI. May 1, 2009 
Docket No. 090009-EI, May 1,2000 

r~tfMuI:h 26. 2009: 
Miu:ch 19. 20tO,« I John RectI, Sam Eaton, re: 

•••••••••••~o Samuel Eaton, Project 
Manager, 

AnnUIIl Cub Flow, PSLEPU Project,Auguat 1,2009 
AnnUIII Cash Flow, PSL EPU Project, OelObc.t: 1,2009 
Annual Cash Flow, PSL EPU Project. Octobet 2009 
CR 2008.11443. Apl:l13. 2008 
CR 2008·37753, Decembet 10, 2008 
Direct Testimony 
Direct Testimony 
Direct Teltimony 
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33. PSL BPU Modification Scope Review dated June 16, 2009 
34. P'l'N BPU Scope Review dated June 2009 
35. Raponse to Docket No. 090009.EI. StaEr. Fnth Set of Inten:ogatoria. Interrogatory No. 

53 
36. Shaw Slone &: Webster, InC., Sf. Lucie Nuclear Plant. Balance of Plaut. Extended Power 

Ilpmtc _ina Stud)!. Pebnwy 2008 
37. Shllw Stone &: Webster, Inc., Thrkcy Point Nuclear Plant Balang: afFIant, Extcndtd POW" 

upmte Scgping Stuck. Pebruary 2008 
38. Summary Cash F10w EPU Total 090217 llevicwed.xls, "PSL EPU Project Total," Pebruary 

17.2009 
39. Tom! Project Cash Flow. YIN EPU Projecl2009, May 31. 2009 
40. TObIl Project Cub FlO\v. PTN EPU Project 2009, August 2009 
41. Total Ptoject ClSh Bow. PIN EPU ~ 2009. NOV'CInber 2009 
42. 'Thutsaipt ofDirw nx.minAtiou 01_ tSeptember 8, 2009 
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FebrulllY 19. 2010 

Mr. LewiJ Hay 

Florida Power and Light 

FPL Oroup CbaitmQl\ and CEO 

700 Universe Blvd. 

Juno Beach, FL 33408 


Dear Mr. Hay: 

I aln WIlting to you with my concerns about cost perfotmanco in NiJCIear Projects and Extended 

Power Uprate (EPU) ill 2009. With the exodus orlhc entire St. BPU Project Managen!.CII.t Team, I 

lint bein8cite<i as one ormany targets in the failure ofEPU in2OO!l. 


iMay2008b_ 
II t. l :. ' I ;.< •iaiiied. I was told by the 

M

would baYe to _me the nmrT _._- well 
botb positions reporting had over 

100 people (contmctors and to IDe at five aites mid ConlrOJs 
FromJuly2009. until again 10 

While reportintJ ;'-:itoJd.-iiiiiia.DUll!ber oftimcs he thoUJltt 1_ 
8'good job. Durin8 the time ~ he took me to dinner md cxpre$Sed 


biB appreciation (or my support whilo wor.king for him. 


In O1y review ram IICCtlsed ofnot providing adequate infimnalion or fOlWlllltmg for both the BPU 
PrQIect and Nuclear Projecta ill 2009. 

Concentric hBs found no reason to dispute any of the aSS6fffOl'l8 Bbove. Conoentrlc's 
scope of work does not Include any IBSU8S relstsd to the employee's petformance 
spprBIssl. It Is that FPL has lndep6ndent/y fnJllatsd corrective 
action See Section I ofthe report. 

To my knowledge tbere WM never a major i.ue with a Monthly Variance Report or 1\ Sile Project 
Status Report for Nuclear Projects. Fl'Ol1l a Project standpoint, all projects \Ye%e on target or 
explained in variances. I do not belleve any cited issues \Ye%e II reauJt 01a PrQIect Controls 
shorlcoming. For PO\ver Uprate, my Project Controls Team developed extensive project 
indicators in Febmary of2009 BIId patterned tbem after those used to support the "Big Dig" 
Boston ArtC!)'. Theso indicators included:Earned Value Metrics. TIII!SC indicators were approved 

::!::~L~ea:o::d~~~ to Jew. ~:.~:=~.:r~::11 
BPU were the fact that the EPU Project Team! could not support update olthe indicators due to 
oontinlling baaeline reviews and scope additions that were not pf\!Yiously identltled. 

Conc&ntrlc generally concurs with thSS8 assertions; willie we raise 00fIC6fTI$ regarding 
csttain fJICICBduras within the Pro/set Controls group, we do not believe that the EPU's 
project Controls personnfll or work product Is or has heM def/ol.ent. Concsntrlo IIlgI'H$ 

that prior to July. 2009 the ongoing bsssline reviews and soope sddltlons WSI& the 
principal drlvers ofcost I.Jf'ICBrtslnty. See Ssctlon IVaf the report. 
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Tho .scoping study and. =estimates were completed by tbe Shaw CompaItY IIIId were 
comrrdssioned by the _ I od completed before Ijoined the Projc:et. 

Concentric note: Shew's scoplng estimates wet8 completed In February 2008•• 

~fned FPL In May 2008 and the EPU Project In January 2009. 


nlCBe 
-> ••••_.,,--

estimates were not adequate IIIId Sr. Management continued changing phil~phy 
Wle to be included and not Included in these estimates. As a 

established and cmrall Projecl perfon:nance was WI}' poor. 

complain about having poor performance indicators bowever at co1l1d nol 

deliver a positive meuage ifthore was none to deliver. The situation continued to wonen 

tbroogh tho spring 012009. Project Managers and Engineers were not correcting issues and die 

Sr. Managers would not accept the poor pcrf'ormanoc messages. 


WIth the benefit of hIndsight It Is cisar that the Shaw ane/yllls did net Include sn of 

the scope fflqulred for the uprates: however, Concentric h. not devt!JIoped an 

opinion .to whether It was reliable or adequate when If was prepared. Concentric 

did find 9tI/denct!I of ooncems with the study's compietenestJ shortJy after It was 

ptepsred (see Rsporl Ssctlon IV) and of fl'flqU8flt scope ch81lfl8$ thl'DUgh.out the 

hl$1ory of the EPU project. We vlWf these scope changes as the predictable result 

of fI'IOI9 detaRed t!IfII{JIn8erfng analyse$, which wam the prfnclp81 cause of the poor 

psrfonnanC6ind7cBtOl$. 


Our Intervlaws provided credible evlcfence that prior to July, 2009 EPU seniorpmJect 

msnsgelTlfmt. was slow to respond when presented with revtsed cost forecs81s end 

CO/'ICt;1n18 about the reHabDIty ofthf1Shaw study. See Report Section VIII. 


The wutoW in late 2008 bcfOle I wu assigned to EPU tJlalthe projects 
were in trouble. 

able to confl1T1l through the course of its fnteNiews, thet the_ 
-- ,,'ItO,. ale/1ed to the potential for fncreftsed cost estimates at PSI.. & 

In fete 2008. In addition, Concentric notad and reviewed two PSL OcrIdIIIon 

Reports from 2008 which IndlcBted the potential for additional scope and cost 

challenges. See Section IV of the report. 


My Team continued 10 dI:llvcr this message along with pOOl weekly pcrfOtllWlCe reviews. 
Ymally, in luly of2009, Sr. Management dedded it was time to infonn Executive Managctl of 
tile poor OOfIdition ofEPUwhich precipiooed the replacement oftbe entire EPU PttIJect Sr. 
Management Team.. 

COIIC6ntl1c has oonflrmed that the Project Controls group continued to prssent EPU 
senior mel'llJ{PlfTl8nt with documented concems about the project's cost forecast In 
the first few months d 2009 (S&8 Section IV of the reporl) ThIs Information, after 
being bdelly relsed In the June, 2009 ESC meeting, was presented In detail to the 
ESC In July, 2009. It Is also Concentric's understanding that dul1ng the time period 
between JUI)e and July 2009, executive menagement made the decision to change 
much of the EPU senior project management. 
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My Project Controls group pn:pared detailed reviews that were presented 14•••••laalte in 
July 2009 on the poor condition ofEPU. 

The July 26. 2009 ESC pr8ssntatlona pr8IJIJ!!nted!!!loos!t!re!vIe~WS!'!Concen!,l!tric'sInteirviBllv8conflrmed the .. 
amongst 

At the titne, the cost overview for PSL was: Original Budget S656MM, Current Forecast 
S795MM showinS a negative VlIriance of(S!39MM). For Pl'N: Orlginal Budget was S749MM. 
Current Forecast S909MM with a neptivo variance of($160MM). 

Concentric has confirmed these V8fU6S. See Section IVofthe report. 
For PBN: Original BOOset waa $357MM, Current Forecast S491MM with a negative vadance of 
(SI4OMM). 'These numbers clearly ,how the prvlty otEro nepttve pcrfimnance. To my 
knowledge, these Illlmbors have continued to WOIIerI with the DOW Project Team to where fur 
PTN and PSL. the Team doca not have a clear idea ofwhat the final costa will be. 

ConofmIrIc's 8CCJP8 of WOlfe IocuSild on the FIoddB EPU proJects. not PoInt 8esch in 
W1sconsm. FolloWing the July 26. 2009 ESC prNent'sUons, the EPU project t8sm 
has reported 8ddItIonet cost eacalatlon at PTN & PSL In ESC pJN6ntatfons. The 
for8cast as of December 2009 WIJ8 $831 MM for PSL and $1012 MM for PTN. The 
current forecast for both PTN & PSL remain under reVIew pending 8 third perty cost 
enalysls for PTN U3. See Report Section VI". 

I am concerned about how FPL will report these findlJl8S at the upcoming PSC hearings. Any 
information from £PU other than which '\VIIS presented to M.anascment la.t summer will be a 
manipulaUon ofthe ttutb, Current reporting for PTN and PSL does not contain information 
sbowiJ.1g there is seriOWl trouble with these Project.. The trouble 'Villi enough to replace the entire 
Sr. Project Team. 
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Enclosed with this 1~lIer are the presentations given to 1utJuly. Tfyou investigate 
cummt estimates for Pm lind PSL. t1wy \Yere stated in November 2009 lIS being the original 
Shaw estimates. Cumntly the numbers are in review. 

7 

For PBN. the estimate 'IV" slated in December 2009 as being $SS2MM IIIId cum:ntly I belleve it 
Is over S6OOMM. That's allllOllt 2 tinles the Original Shaw budget estimate. 

My team delivered the car.rect nle!llllgO to Sr. MIlIIII&cmClllt St. Ma!lBgemenl did not want to 
accept the meuase. My Final E'Ylllualion for 2009 is the (01)' poor eVlllll8lion rve ever IuuI in 
my eulira career bavln& \~ in project Controls for Sonte 30 years. My former posiliOll$ 
before eoming to FPL Wl9 with ARBS Carporation, Burlingame, CA where J was PrC!leet 
Controls ConsultantlManager for NASA In HeustllD wodclng with the Program Management 
Division ofthe Jnterllationai Space Station. Also with ARES. I was II Project Consultant .for die 
DARHT Project (Dual Axis Radiographic Hydrotest Facility) lit Loa Alamos National Laboratory 
where I was pIIIi ofII Project Team 'bat earned tM DOH Bxcelleoee award for Def~Systems. 
For the reeord, my Team told the truth about the BPU finaneja! condition and that truIb did not 
meet FPL expectations. 

Finally. I know thi' letter comes at a time wilen FPL has ordered tI!e investigatioll ofemployee 
toneems stelIlllling from tho. Jan. 20" and Feb. 4!l1lctters. 18111 in no way associated with those 
lettors. I only seek. to express my coneero IlOOut upcoming PSC hearings and my unjustified 
negative employee review. I have cOpied my supervisor and human rcsonrecs. 

Thankyou for taking the time to road this leiter. 

Co: 
Cc: 
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8am Eaton 

From: 

Sent: 

To: 

Co: 

Subject 


Importance: High .. 
: ;~:i=:~a":::::~~ei=!2p 3tt Mm~::c:~::~:~~r:~:~:::~!c;:::~~~~a::t~~=:'::~. 
one closed door -touch base'" sesston we had yesterday he contlnued to teD me how dissatisfied he Is wIth my 
performance. He has not put me on a·formll A.pIP that rm aWlre of (as Idiscussed with you) however, he has Jlven me 
exercises (with Ch:f verb.II.I;ec:tat.Ions) that makes me suspect he thlnks he's established me In the program. I 
reel, especllllly with 2I arlv departure yesterday. that I am the next t'raet for elimInation from 
orpnhatlon. He t me In prl\tate t he does not Intend belna fired as hIs predecessors for poor performance and fie 
will not let a rew "stupl~ people affect his management effectIVeness. 

rfeel It's time for me to develop an exit stretllBV rrom FPt. Ineed to discuss this with you at our next meetlna since 15tH! 
hIVe financial commitments from when Jwas hired. Ineed to minimize my financial exposure In leaving the company. 
Also, as a part of mvown professIonal attItude, I want to make sure there Is an adequate turnover for someone chosen 
to be mysuc:c:essor. 

Thank you In advance for your help with this and Ilook for to speaklll& with you soon. Hopefully we can have this 

dIscussion early next week. 


1 
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role dated Febtl.laq 19, 
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2/09 

2/17/09 

2/2B/09 

3/2009 

3/26/09 

4/30/09 

5/09 

5/09 

5/1/09 

ATTACHMENT A 


m.bI received A:om Bechtel to date-additional 
cJuilication will follow ,\lith agreements on II\J:gI:'t 

" 

FPL 152938 
NCR-JO 

CONFIDENTIAL 
Exhibit 8: Chronology 

011438 

CONFIDENTIAL 

PSL EPC 1n!nd would increase budget from $95 
MM to $234.M:M with note "Pom:1l8t bated upon 111 
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5/1/09 

5/1/09 

5/31/09 

6/09 

6/09 

6/09 

.", :.:.', "j,-' .. 

aR-llled dim:t testimony submitted 
Swea ''The EPU projects are propelling 

on schedule IIlld wIthin budget" 111ld "At thi, time, 
FPL blls not identified IIny need to J'CVise the total 

Inon-blllldlil1.lI: cost estimate pmvkled last May in 
IDcx:kc:t OIIlOOli>9-1!!l. .. Spon'ruII Schedule l'OR-7 

includes $t.4 B project COlts or $1.7 Bm ...it.Direct Tesdmooy oil' ••• 
costs. State. this "presents the ament,. Pg 2, Appendix r, Pg. 104 

ICIIi~mllted in-service COIta. FPL ~ the 

1.r.>iL.. AJOOUal Ca.li Flow Repon, 

EPU Scope Review, June 2009 
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PSLEPU Modilicalion Scope~.. 
IRec:om:ml!ll,ded deleting U1 excitu =vine!, No. 5 

6/1/09 Annual Cuh Flow Repott. 6/ 

6/3/09 

heater, ~eringcondensate pump C, 
6/17/09 ofone cin:ulatiog water pump rotllting 

laSlcmb,llng and tel'utbislunent ofoth_. And DEH 
pumps from EPU scope. Umited 

6/23/09 

7/09 

7/1/09 

7/1/09 

7/14/09 

7/20/09 

7/20/09 

7/25/09 

Annual Cash Flow Report, 7 

Psge40fS 

ICDR 8.3 Supplemental CONFIDENTIAL 

7/25/09 ESC Briefing. Pm, p. 26 

011440 



ORDER NO. PSC-IO-0542-CFO-EI ATTACHMENT A 
DOCKET NO. 100009-EI 
PAGE 47 

FPL 152'.1 
CONFIDENTIAL NCR-to 

CONFIDENTIAL 
B:Jtbiblt 8: ChfOftology 

~;':';'DATB ::':,:::,£,«"",-,:"", ... ,.".i::;;'i;,..:ci::: :",: :.'i,::i'....,. :':::!i: 
:.". 

!ESC at:iTbed that Needs filing i. baaed on $651MM 

PSI.. cost estimAte V$. eunent estimAte of $796MM;


7/25/09 7/25/09 ESC Briefing, PSI., pp. «, 50ESC «!so infmmed that CVPRR is still highly 

lpo.iti've. 

ESC briefed that PlN 3&4 upmtes are no\Vtar:geted 

to have LAR.llubmittals delayed by 10 ltIontlu. 

outage durations targeted have inctellsed by t 12 to 

t60 days, lind in-scmce dates hllVe slipped by t


1/25/09 7/25/09 ESC Brieling. PlN,p. 3
month (U-3) and 2 months (U-4); wbilc outage 

duations att to be approved by_longer 

duation. have been included in bullines. model. 


ESC briefed that cun:ent COit estimates Cot PTN 

BPU have inaeued by 21.4% from $749.2MM In


1/25/09 1/25/09 ESC Briefing, 1"TN. p. 5 ,$909.1MM; risk tegister not synchronized with cost 

!esttmate andcarriel BV of$147.1MM. 

I~TNTotal Project CRlh Flow Rq!ort include. green 

pettotmAnce indiatot Cot budget iO:ecast. Notes: 

' "Cost StatU8 is based on the cw::rent approved 
 PINTow Project Cash Flow R.epo.n,

S/2009 
'Project funding. Stahls will be reset upon IIpprovAl S/2JYJ9 

of additional funds .,applicable." Total Project 

Cost Summary cha~ to $75OMM. 

PSLAnnwd Project CRlh Flow Report includes red 

pcrfotmAllce indicates' for budget futecast. Notes: 

"Cost status is based on curttnt approved project 
 PSLAnnual Project Cash Plow Report, 

S/1/09 
.funding. Detail Forecast at Completion is 8/t/2IJ09 

uodctwlty." TollIl Project Cost SummaI)' ttrmins 

"under review". 

FPL IUlswel:ll Staff Interrogatory 3-53 with re£ucnce 

to SclleduleTOR-1. SllItes "dle cost to complete 

each project is subject In constant considenllion Rnd 

revision, lind wilt be subject to continuous anll)'Sis 


StRfflnt=ogatoty 3-53.8/17/09 until each project is placed in service. Far the 

reporting obligatiorta described Rbove. FPL tl\kes a 

"snapshot" of thit continuous p1XlCeSS at a particular 

Ipointin time.' I 

PIN Toral Project Cash Plow Report includes 

yellow perfoanance indieator far budget futec••t. 

Notes: "Cost status ill billed 011 the CUr.r:ellt 
 Pm Toml Project Cub l'low Report,

9/2009 approved Project funding. Sratus will be reset upon 9/2IJ09 
approval of additional funds as applicable.... Total 

PlOiect Colt Sulll1llltt'\" remains $750MM. 
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9/9/09 

10/1/09 

10/09 

10/22/09 

rh ',.>>"~',:_,,. , ~::',i\ ',\,',k '"'''' 
PSI. Annual Project Cub Flow Report includes ted 

pmottnance indiator for budget foreasL Notes: 

"Cost slatus is based on cllttent app1'(M)d project 
 PSI. Total Project Cash Plow Report,

9/1/09 
funding. Detail Fo.rect..t III Completion is 9/2009 

,underw:ar." Tobal PlOjecl Coat Swrunary temains 

"under review". 

PI. PSG HeJldnga in Tallahassee., PI... 

confums thAt the same answets contained within hi. 


Electronic tta'lscripl ofhearing in Docket
p%C-61ed ditect testimony would be given loday ifhe9/S/09 

090009-EI. Vol 2, Pg 209 
WIIa asked the same questions. 

ESC adYisc:d that cost esl:imate bts increased by 

Sl44MM (SUSB n. $1.71») ainee kat ESC bdefing 

6 weeks euIier, PSL is now al J831.2MM and PTN 


9/9/09 ESC Btiefing.p. 4, 9 
is at $101!1MM; tisIr. and contingency components 

have supplanted scope nol defined as budget 

atQory. 


PSLAnnu1\1 Project Cash F10w Report, 
10/1/2009, PSL Annual Project Cuh 
Flow Report, 10/2009 

PIN Total P~oject Coat Swl1llll\t)'.
Notes: "Prdiminary engineering I\Dl\lysia are 

10/2009.indentifying Additional project scope." Total Project 

Coat Summary mwWlI $7SOMM. 


nune lift: two PSI. October 2009 Annual project 
Cash flow Reports with different budget 
peJfocmance indicator •. PSL Annual Project Cub 
Plow Report includes ted perfo.tmlllCe indicator for 
budget forecast: Notes: "Cost status is based on 
cw:tent approved projc<:t fu.bding. Detail Forecast a 
Completion is underway.u Total Project COlt 
Summary temain8 -onder teview". The second PSI. 
Annuli Project Cuh Plow Report indudes yeUow 
petfo.rmancc indIcAtor in one and ted in another. 
Notes: "PreIimlnaty engineering analyses I\te 

identifying addltiontd project scope. Engineeting is 
ev.tUJlW1g options and budget impacts." Total 
Project Suounuy i. chAnged to $651MM. 

PTN Total Project Cash Plow Reportincltldes 
yellow perfOtllllnce indicatOl: for hltdget forecalt. 

ESC advised that cost forecast is unchanged at 
$1.843:8; contingency (balancing V'Iltiable) 1'Ul1 

decreased by $12MM; AFUDC eatirMte has been 
J:CVised downwards by $2OOMM, and now.retlecl8 
only FPL share (an other costs presented lite full 
plant coat); total BPU cost eatim.te Ilt 12.078B, with 
tmltmission lind AFUDQ coat per kW is roughly 
SlIme as needs filing. 

10/22/09 ESC BrieBng. p. 3 
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11/2009 

12/09 

12/5/09 

12/8/09 

1/15/10 

1/21/10 

2/8/10 

cost summary ahO\V1l 5/08 estimates, not 
estimates, and budget (orec\\lt indicator is 

Imilltltlten.iy shown as yellow, not red. However, in 
balance of the report, the current CO$t fOtecAst is 
$1.843B; COlt contin&enC)' category haa been 

lelllnln:ltc<I lind "scope not de/inoo" C'SND') has 
Ibe,en Jl!-eIJblt.us~~ed;SND has decretlloo by K.liLVll\~1 

.is placing additiOlUlI strain 
te1IourceJ; LAR 81ll11ysis is driving 

ExhibIt 8: ChronololD' 

11/13/09 ESC Brlellng. p. 3 

11/13/09 ESC Driefing. pp . .cW, 41; 
lin~.m.:,... notes. 

12/213/09 ESC Drieting. pp. 2, 5, 8., 13, 
18, 19 

risk register, 3/4/10, dulnges tab 

.risk register, '3/4/10, ch.n~ tab 
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Exhibit 8: Chronology 

2/15/10 

2/19/10 

2/23/10 

2/23/10 

2/23/10 

3/1/10 

3/4/10 

3/22/10 

3/29/10 

19, 

to PTN Mw Steam Pressure Drop 
and Reduce Turbine Inlet P-.surc: 

ate 6tatct "no signifbnt change in total 'J/1/10~pdllte, P"_ 19-22 
ted rid: COlt." '-' 

Risk reaittet for PIN inc:teoed by $42.1MM, due 
primarily to potential for ino:eased staffillg; equal 
reduclionin condogency. Project.ia working to PTN risk tcgisl", 3/4/10, changes tab 
complete 29 pre-out~ modi/ications to expedite 
workload. 

letter dated 

Update indicates LAn. reevaluation may 
l:equire lIddition of checkVIIlue to mitigtte PIN 

2010 

3/22/10.Updatt; pp. 3,13-14, 32 

4/8/10 main steam presture drop. Con inaa5e is Ilsled as 4/8/10~-A.. 3 21 
$5MM. Rlek.teris updared with $19.1MM of YUAte, pp. • 
weighted risk COIW include SSMM: for lIlain Itevn 
check VIIlve. 
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Exhibit 9: Response to SraCfDR 5·53 

FloIfcJa Power & Ught CompllftY 
Doc:Ut No. O9OO0t-IJ 
8tal1"1l PIfth Set of III1trrogatorlu 
Interro\latory No. 53 
'8111110f1 

Q. 
Section 366.93(5) F.S., states: The utility shall report to the commission annually the budgeted 
and actual costs as compared to the estimated inservice cost of the nuclear or integrated 
gasification combined cycle power plant provided by the utility pursuant to I. 403.S19(4). until 
the commercial operation of the nuclear or integrated gasification combined cycle power plant. 
The utility shall provide such information on 811 annual basis fOllowing the final order by the 
comm.ission approving the determination of need for the nuclear or integrated gasification 
combined cycle power plant. with the understanding that some costll may be higher than 
estintated and other costs may be lower. 

Please provide 8 listing of each analysis you believe is contemplated by Section 366.93(5) F.S. 
and should be included in a utility's annual NCRC fil~. 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 81Id budgeted costs to complete the 
project as compared to the estimated in service COlt provided pursuant to 403.519(4). F.S. FPL 
provides this infonl1ation in Page 464 of the annual FERC Form 1 filing. Jt is FPL's 
understanding that the FPSC developed Page 464 (contained within the FPSC section ofFERC 
Fonn 1) to satisfy the requi~ ofthis statute. Additionally. FPL includes dUs infbrmation 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 C011Stant consideration and revision, and will be 
subject to continuous analysis until each project is placed in service. For the reporting 
obligations described above, FPL takes a "snapshot" of this continuOl1S process at a particular 
point in time. This is a data gathering exercise which. utilizes the output of existing processes 
that would bel performed regardless of this reporting requirement. It takes professionals 
throughout the FPL orgunization several weeks of work: to gather and prepare this information. 
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June 21, 2010 

I have completed a review of the report entitled nvesllgatlon 
Report- prepared by Concentrio Energy AdvIsors (CEA). While I agree with many 
of the recommendations, ther. 'S one ared of the report In particular that I believe 
warrants clarification: the asaertlon In sectlon 0 that w. 300M, or 27% Inoreue In 
the projected coat of the [Extended Power Uprate] project ehould have been 
dlaculaed In the live teatimony of Sept. 8, 2009." On the surface, the tlmellne 
preaented seem. to support this •• a reasonable conclusion. However, the 
Inveatlgalive report does not reflect the aeries of dl8cu88lona that occulTed 
between varIoue members of executive management between the time of the 
award of the engineering. Procurement, and Construction (EPC) contract to 
Bechtel Power Corporation (Bechtel) and the Florida Public Service Commission 
(FPSC) hearing on EPU project coat recovery In September 2009. 

In summary, It was well known' that Bechtel has a reputation for taking 
narrow vieWs of connote, excludIng legltlmate scope. and generally being 
dlffJcult to work with after having won • bid 81 the low coat bIdder. Indead, FPl 
Group had prevloul experience with thla type of buelneaa practice on the Marcus 
Hook project several yea... before awardll\g the EPU EPC contract to Bechtel. 
PrIor to awarding the EPU EPC contract, senior FPL management had "malve 
dlsouAlona onthl. point. and wera prepared to ''push back" If and when we 
obIerved the pattern. Not surprisingly, following the contract award Bechtel In 
late 2008 and through the winter of 2009, FPL began to recelve forecaaw for 
both Turkey Point and st. Lucie that reflected aIgnIflcant more.... in cosI8 for 
the pmjeGla. Whlle there was acknowledgement that as detailed engineering 
proceeded. there would be addlUonal 8CO.,.. and therefore coat. there were alao 
Indlcattons that there were opportunities to eliminate scope and reduce ooata 88 
welt, thet 81mply 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 mede on reducing coats, wilh the major focus being on Bechtef. 

ThIs culminated in the July 25, 2009 meeting dlscu88ad In the CEA report. 
Durtng that meatfng, which Included FPL executive management (including 
myself) and Bechtel ex8QUf!ve management, along with ataft from both 
organizations, there was a principal focua on coat. DurIng the meeting. there was 
an acknowledgement that there were, In fact, opportunltlas to eliminate coata that 
had not been aoted upon. and aome anoafotal examples were dl8culled. In 
l!Iummary. the meeting ended with Bechtel.agreelng at FPL's request to dedicate 
I1IIsourcea In conjunction with FPL to Identify and eliminate unneOl8••ry co.l., 
Including duplicative overhead. It was agreed that the team would report Its 
rel\lults following completion to FPL EPU management. which In turn would be 
provided to FPL executive management. 
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The. CEA repol1 ~~serl:S thatthe neW estimates develop~after the.EPC 
contract award to Bechtel were more reflective of current cost projections and 
should have been discussed in Sept~mbef 2009 at th¢ FPSC hearings. WhJI~ it 
is true that more was known aboUt the ultimate scope in September 2009, tne 
Becht~ cost projections had not been fully vetted or challenged by FPL, Including 
executive management, at that time. In fact. Bechtel had. already agreed during 
the July 25 meeting that opportunities existed to reduce scope and cost 
I;lechtel's trapk record at managing costs was not good and FPl had ao 
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 as of September 2009. 

From my perspective, as of September 2009. Bechtel p'rojecied costs 
during the period of time in question were not li,tlly validated, and the projections 
were not ripe for presentation to the FPSC knOWing that 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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( have reviewed tbe_Investigation 
Advisors (CBA). In my view. tho CBA Report 
project controls standpoint. The CRA 
my per8-RCCtive as the 
••II>elltioulll1'ly in the 

Juno 21, 2010 

perspective. 

In the summer of2009, I had concema about tho total BPU project cost forecast. 

• 	 First, the scope of the project was continuin& to change bued 011 tho progress of 
tho engineering analysis requited to support the Nuclear Retulatory Commission 
(NRC) license amendment requesls (LAR) and the design engineering that was 
just beginning. A3 a point of comparison, .t thit time (one year later), only one 
LAR for one of the four FPL units has been 8I.1bmttted to NRC and design 
enaineering is only approximately 13 percent complete. 

• 	 Second. the more significlIDt driver causing the project controls organ1zation to 
forecast a higher cost to BPU senior management was iDfotmation provided by 
Bechtel Power Cotporadon ~bto1) in regards to their foreout of tho necessary 
n:sources to staff, man., and Implcmcmt tho upratcs. At this time, SImior FPL 
IlWUIgemeIlt had significant concema about the accuracy of the Bechtel foreoaat. 

The BPU senior management team reported to the Exeoutlve Steering Committee 
(BSC) that It had evaluated what it would cost to self-perfonn tho uprate for a given site 
and compared this estimate to the Bechtel forecast. The BPU senior management team 
determined that the Bech1el estimate was significantly higher in comparison. This 
position takrn by the EPU management team was the Clllalyst for the detailed review 
conducted and presented to the ESC on July 25, 2009. During that meeting it was evident 
that Bechtel senior management and BPU senior management were very far apart on the 
l'eSOurees required based on the current scope. Co engineer. procure, and implement the 
BPU projects. Senior management considered tho Bechtel position to be a "no rlsk" 
proposition for Bechtel and, accordln&1y, believed the Bechtol estimate to be 
unreasonably conservative. As fA result, senior management did not accept Bechtel's 
position and the higher forecast. 

FPL senior management then directed the EPU JIIIIIlagemeD.t team to take a 
numbet' of actions, including potential removal of Bechtel from all or a portion of the 
project; consideration ofother engineering, procurement, and construction (EPC) vendors 
to perform all or part of the work; and pursuit of a strategy to roeolve tho delta botmen 
FPL and Bechtel. FPL senior management also reemphasized its expectation that the 
BPU team WIIS to continue to challenge the scope ofthe project. 

During AUgu8t~September 2009. the BPU ~nt team's priorities were to 
reorganize the EPU project team· lind structuJe, conduet lin orderly transition, and 
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evaluate options to ICNerBgO the Company's positionreJative to Becl!tel. During this time, 
my direct reports and I initiated a number ofactivities. One initiative was the engagement 
of URSIWashington Group (lm.S) as to their availability and capability In regards to 
BPUs. URS wanted to know if FPL intended to tmninate Bechtel's role in the project. 
The BPU management team told URS that although FPL was not happy with Bechtel, no 
conclusions had been reached with regard to staying with Bechtel, switching to self
perform all or part of tlte work, or switching to a different BPC contractor in whole or In 
part. 

I requested and reoelved a proposal from URS as to the scope and Cost for an 
inc!ependeni estimate for the BPU project. At this same time the BPU senior team 
reviewed the capability of a number of Independent organizations that could provide a 
"bouom up" coat estimate"and rlsle 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 activlUes, the 
BPU management team was working with Bechtel to eliminate any redundanoy and 
Identity opportwrltles to streamJillO the project to reduce the Bechtel estimate. Ultimately, 
the option of changing vendors was eliminated due to a number of factors (e.g., 
demobilization and start-up costs, schedule impacts, organizational distractions). 

Given this factual backdrop, when reading tho CBA report It should be considered 
that during September and October 2009, there was activity ongoing to review, challenge, 
and consider alternatives to Bechtel's project cost forecast, and to develop alternatives 10 
Becbtd as the BPC contractor. 
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