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CONFIDENTIAL

FPL’s Responses to Staff’s 6th Set of Interrogatories, Nos, 20-38
Forward

Please find attached FPL’s responses to Staff’s 6th Set of Interrogatories, Nos. 20-38,
addressing Mr.- February 19, 2010 letter to FPL, the Concentric Energy Advisors
(“Concentric”) investigation into the issues raised by Mr. {iJJif} and FPL’s response to
Concentric’s recommendations.

As part of FPL’s regular practices for evaluating and improving internal controls, and for
providing a work environment in which employees may raise matters of concern in
confidence, FPL's Internal Audit department ordinarily would have been asked to
investigate and prepare an internal audit investigation report with respect to the
allegations raised by Mr. S iiowever, due to the complex subject matter with
which Concentric was already familiar from other independent review work, Concentric
was selected to perform an investigation for the purpose of determining whether any of
Mr. Y- lcgations or “concerns” (as they are referenced by Staff throughout these
interrogatories) reflected legitimate issues.

Additionally, by way of background, in order to help ensure that Mr. (ililrcould be
certain that his concerns were received and being addressed, Mr. Jones met with Mr.
B 2nd shared with him copies of the actual senjor management presentations that
had been made to FPL’s Executive Steering Committee (“ESC™) and which were also
provided to Commission Staff in response to document requests, to demonstrate to Mr.

that in fact the appropriate information was being presented to FPL’s ESC and the
Staff of the FPSC. Mr. Jones also shared with Mr. (Il a general overview of the
information that FPL provided to the FPSC Staff auditors during their site visit. Mr.
s:id that he appreciated the sharing of the information and to whom it was being
provided, as he was not aware that that information had been communicated to the ESC
or FPSC Staff.

By responding to the following interrogatories, FPL is not conceding the legitimacy of
the issues raised by Mr.- This forward is incorporated by reference into each
response to Interrogatories No. 20-38. Accordingly, to the extent any of FPL’s responses
are entered into the record, this forward should be included as well.
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Q.

CONFIDENTIAL Docket No. 100002-Ei

Florida Power & Light Gompany

Steffs Seventh Set of Interrogalorias

Interrogatory No. 20
Page10of3

| In reference to the concerns discussed by SJjf#in his February 19, 2010 complaint lettex,
Z provide the chronolpgy of when each FPL manager became aware of the items of concem
omplaint lefter. Include with the chronology the name of each manager,
L} his management position, and what contribution, if any, each manager had in preparing FPL's
5 prefiled testimony in Docket Numbers 080009-EI, 090009-El, and 100009-EL.

B discussed in the

A, l

2

3

Position

Contribution, If Any, to testimony

No contribution to 080009-EI or 030009-EL
testimony; directly contributed to and sponsored EPU
testimony in 100009-El

S hani)

Bt R 3R

No contribution to 080009-EI or 090009—EI;
reviewed and commented on Terry Jones testimony
in 100009-EI

Reviewed and commented on Steve Scroggs, Winnie
Powers, Steve Sim, and John Reed testimony in
080009-EI and 090009-EI; reviewed and commenied
on Terry Jones and John Reed testimony in
100009-EL )

-

O-LAR~E

ybb-

|

No contribution to 080009-E! testimony; Reviewed
LAR information in Raj Kundalkar testimony in
090009-EI; Reviewed Terry Jones testimony in
100009-EI

No contribution to 080009-EI or 100009-EI
testimony; Reviewed Raj Kundalkar testimony in
090009-EI

No contribution to 080009-EI testimony; reviewed
and commented on Raj Kundalkar and John Reed
May and rebutial testimony in 090009-EI; reviewed
and commented on Terry Jones and John Reed
testimony and reviewed Winnie Powers, Nils Diaz
and Steve Sim testimony in 100009-El

Reviewed and commented on Steve Hale and Bill
Labbe testimony in 080009-Ei; reviewed and
commented on Raj Kiindalkar testimony in

] Q?OOOQ—EI and Ter;y Jones testimony in IQODOQ-EI

|
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Florida Power & 1.ight Company
CONFIDENTIAL Docket No. 100009-E]
3 . Slaff's Sevanth Set of Interrogatorfes
Inferrogatory No. 20°
Page 2 of 3

2 2

No contribution to 080009-EI or 090009-EL
testimony; reviewed and commented on Terry Jones
testimony in 100009-EL

\
o
m‘ S , | None

None

None

L’. '“ | None

l‘ ‘
1S P | None
l |

None

None

None

)| No contribution to 0900009 or 100009 testimony;
) | directly contributed to and sponsored EPU testimony
in 080009-El

Chronology

30 FPL EPU management was aware that FPL’s feasibility study did not encompass all potential
3] project scope, that EPU project scope was changing and would continve to change, and that these

2 2 facts could affect the total project cost, prior to Pebruary 19, 2010,

334l i ad became aware of the other concerns in (i NNNERPictter
3L shorily after 8 receipt of letter on February 19, 2010, in late February or catly
2%, March 2010, : :
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Florida Power & Light Company
CONFIDENTIAL Docket No, 100009-Ef
o 5 Staff's Seventh.Set of Interrogaieries
Interrogatory No. 20
Pags 3 of 3

& mnd GRS v <:c made aware of the issues when they were interviewed by

oncenftio in connection with Concentric’s investigation in early April. y interfaced

with qthxoughout the project. (j=became aware of letter on
April 13, 2010,

5 Concentric’s investigation. (IR docs not share

{ The remainder of the employees listed above (which consists of current HPU Managers and EPU
Directors, in addition to the eurrent and former EPU vice presidents) were unaware of the other

concemns expressed by Fpﬂox to being contacted for the purpose of responding to this
discovery request. Such discussions occurred between August 2, 2010 and August 13, 2010.

when he was contacted by Concentric for an interview in connéction withr

3
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CONFIDENTIAL

Tlorida Power & Light Company
Docket No. 100009-EX

Stafi’s Seventh Set of Interrogatories
Tnterrogatory Neo. 21

Page 10f2

l In reference to the concerns discussed b%n his Pebruary 19, 2010 complaint Ietter,

provxde the chronology of when, if at all, any

sponsored witnesses in Docket Numbers

080009-EL, 090009—]31 and 100009-BI first became aware of any of the items of concern
g discussed by in his complaint letter. In responding to the is inferrogatory, include a
description of the nature of the communication and each witness's tesponsibility within FPL to
(o> address the items of concern discussed b

A,
| 2 3
Witness Name, {Nature of Communication Responsibility fo Address
Daocket. [tems of Concern
1 4 Discussion for purpose of responding | None
% RADG9:EL. . | to this discovery request
b | Discussion for purpose of responding | None
1O 08000%ERE = to this discovery request
({ N )| Discussion for purpose of responding | Please see below
| 2. [08Q009:EE. " | to this discovery request
| ) Interfaced Withﬁeguiarly Please see below
{ 4~ 1090009-E1 throughout 2009; became aware of
letter when contacted by Congentric in
cennection with its investigation on
April 13, 2010
{ Discussion for purpose of responding | None
\ (o [080 to this discovery request
[ 71 [090009-E],
1 § [100009-BI
19 Briefed on topic by the Law None
Department in late May, 2010
Contacted by FPL to conduct None
é?t/, 0BG009-ET, investigatior: and was provided lefter
_5 090009-E}, on March 10, 2010 .
2 151100009-EI
Reviewed draft testimony of John None
Reed, which mentions investigation
and report, in late April, 2010 l'L

- . FRL 153760
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- Florida Power & Light Company
CONFIDENTIAL Docket No. 100009-EX
Staff's Seventh Set of Intexvogatories
Interrogatory No. 21
Page2 of 2

> >

Notified of letfer in late February or Please see below
early March, 2010
Discussion for purpose of responding | None

to this discovery request '
Discussion for purpose of responding | None
to this discovery request

Chrenolo g &

7 FPL EPU management was aware that FPL’s feasibility study did not encompass all potential
project scope, that RPU“project scope was changing and would continue to change, and that these
facts could affect the total projeot cost, prior to February 19, 2010.

1O became aware of the other concerns shortly after FPL’s receipt om letter, in
| { Tate February or early March, 2010, and currently has overall responsibility for the oject.

| 2 Mr. Reed was aware of the items discussed by pon being contacted by FPL for the
} & purpose of conductmg an investigation and developing &'report, on March 10, 2010,

) as mtervmwcd by Concentric on April 9,

2010, so was aware of the items of concern to

15 the ektént disclosed through that interview. interfaced withﬂuoughout
became aware o p letter on April 13, 2010, When he was
g contacted by Brcentl ‘in connection with 1ts “mvestigation. pimilarly interfaced
regilarly with pbut became aware o%leﬂez ont August 12, 2010 when
contacted for thé'purposé of responding to this discovery requ Thesg are the only witnesses that

S0 would have had any responsibility regarding the concerns raised b ’ However, by the
S tim tter was received by FPL,

i ' Phad left FPL, atid" retired
S, shortly: théidafter but before-ubmltte "his lette:

*{as aware of the issues, in. late April 2010, cnly to the extent they are discussed in M.
Ried’s May 3, 2010 testimony. P was briefed on the topic in late May, 2010, The
remainder of FPL’s witnesses were unawaie of the concerns prior to being contacted for the purpose
Q-(p of responding to this discovery request. Such discussions occurred between August 2, 2010 and
&' Avgust 13, 2010.

<

EPL 153761
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Florlda Power & Light Company
Docket No. 100009-EI

Staffi's Seventh Set of Inferrogatories
Interrogatoty No. 22

Page 1 of 1
Q.
[ In reference to the concerns discussed by‘n his February 19, 2010 complaint letter, if
FPL management was not aware of any of the concerns discussed in the omplaint letter

prior to Pebruary 19,2010, please explain why. Include in your response whether FPL belicves
its managers should have been aware prior to February 19, 2010 and FPL's basis for its position.

A. :
FPI, EPU management was awato that FPL’s feasibility study did not encompass all potential

project scope, that BPU project scope was changing and would continue fo change, and that

@7 these facts could affect the total project cost, prior to February 19, 2010. FPL executive
management was also aware of these facts prior to February 19, 2010, as they were
% communicated by EPU management through the regular Executive Steering Committee meetings

- {0 andpresentations.

A

{{ The prior W@n«i other EPU management continued to’
{2 work with various coét figures and estim roughout 2009 as part of the project management
and cost estimation progess. When preliminaty figures had been finther refined and challenged,
Mﬁthe were discussed with executive management. As discussed in the response letters of -

d ttached to the Concentric vestigation Report, the cost estimaies

15 . X
A had not yet Séen tully validated as of September 8, 2010,

{7 FPL EPU and executive management viewed (and still views) the above process as the normal

{4 progression of scope identification and cost projection development that is inherent in a large,
( § complex project such as the EPU. Exetutive management was not aware ofi

{concerns until receipt of his letter on February 19, 2010,

FPL 153762
NCR-10 @
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Florida Power & Light Company
Docket No. 100008-El

Staff's Seventh Set of Inferrogatories
Interrogatory No, 23

Page 1 of 1

D1d FPL disclose a copy of the complaint letter to the PSC or any of the PSC's audit staff
during the first three months of 20 I 07 If not, explain why not. If disclosure was.made, describe
the nature and circumstance of the communication, the date, and to whom FPL first pravided a

2
- copy of thc-:omplamt letter.
5

FPL disclosed the existence of the letfer and the f act that an investigation had been initfated in
{p the fourth month of 2010. A brief chronology of events is below.

Toward the end February 2010, FPL received the letter apd defermined that it should

[
2 consider conducting an investigation into the issues-.vraised.

gg*.‘%;; o """‘f

In March 2010, it was determ  ined that Con centric Energy Advisors should conduct a

separate investigation to examine the 1ssucsmalsed FPL provided the letter to
Concentric Energy Advisors for the purpose of cofidicting such an investigation.

Oh April 30, 2010, FPL inform ed audit staff th at an em ployee leiter had been received
and that an investigation had been initiated, which would culminate in a report, Thiswas . |
communicated verbally during a m eeting at FPIiks Juno Beach office during whichtim e~
FPL allowed audit staffio review its testimony it advance of the May 3, 2010 filing date,
at andit staffs request, The existence of the employee letter was also disclosed in the
May 3, 2010 written testim ony of Johin Reed, whic h staff reviewed at that Aprii 30th
meeting, and which states that Concentric was conducting an investigation of the
concerns in the lefter, and that Concentric  would develop a report. W hen Concentric.
completed its investigation and finalized its report, FPL provided audit staff with a copy

of the report (on June 22, 2010), which include  d a copy oi—_lettex as an
attachment,

FPL 153763
NCGR-16 To-
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Flotice Powar&;nght Gompany

Doc % 400009-E)

Staff's Seva Wh 8ot of Interropatorés
!nlorrogatory No 24

Paga 10f1

Q.

bid FPL disclosé a copy of th eoinplaint letter to anyone outside of FPL management
pr ior to 1eleasmg, a copy to e PSC? IF disclosure ywas made, describe (he natire and
circumstaice; of !he communication, the date, and each persoivenlily to whom FPL proyided a
ﬁ- copy of th mplaint letter pnm to providing a copy ta the PSC. -

A,

5 Yes, The létter was provided to lht‘s Carlion Flelds laiv firin on Febiiary 26, 2010 and was
o piovidccl fo Concentric Engray Advisors on Mareh 10, 2010 for the puipose of deteri mining an
7 appropr iate investigation into '

o

FPL 153764
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. Flortda Power & Light Company
CONFIDENTIAL Docket No. 100009-E1

Staff's Seventh Set of Interrogatories
Interrogatory No. 25
Page1of4
Q. .
[ Regarding FPL's internal responses to the concerns discussed in the mpiaint letter,
provide a chronological summary listihg FPL management actions and responses to each of the
concerns discussed in the complaint letter, Include in your response all closed

actionslreviews, all open actionslreviews, and all pending actions/reviews and tho estimated
_5‘ number of months to close each open or pending action/review and list all impacted dockets.

A,
To determine whether any of (P concerns were valid, FPL responded by first
~7 determining that an investigation should be initiated and the appropriate entity to conduct such
an investigation. On March 10, 2010, FPL contasted Concentric Energy Advisors to discuss
i performing an investigation and subsequently retained Coneentric to perform the investigation.
| & Congentric’s work was not complete until the issuance of its final report on June 21, 2010.

l{ PFPL responded to the recommendations provided by Concentric in its reports. All but two of
| Z. Concentric’s recommendations, which are discussed further below, have been implemented and
| & are closed. Those 1ccommcndations are as follows:

Recommendations for Improvements Related fo the NCRC:

1. Concentric recommends that the process be changed in order to provide timely and ongoing
information within the NCRC docket team throughout each NCRC review cycle. This will
ensure that any updated information is fully discussed within the NCRC docket team and
prevent future concerns related to flow of information to the FL PSC. Concentric has been
informed that this change has already been implemented.

2. Similar to the recommendation above, FPL and the FIL PSC staff should revisit the issue of
intrafinter-cycle document production. The ongoing production of a limited number of key
project documents could enhance the FL PSC staff’s understanding of the prafects and how
they are developing on an on-going basis.

3. The NCRC docket team has included and continues to include a mumber of first time witness
or witnesses with limited experience serving in this role. As a result, it is vitally important
that EPL’s Law and Regulatory Affairs Department continue to provide explicit instruction
and guidance fo these individuals. It Is our understanding that the importance of updating
one’s pre-filed testimony and exhibits is an explicit part of the witness training program,
which we believe should be conveyed through written instructions,

EPL, 153765
- ‘ '_ - NCR-10 - - ‘ . )




= ] . Florida Power & Light Company
CONFIDENTIAL Docliet No, 100009-EX
Staff's Seventh Set of Interrogatorles
Interrogatory No. 25
Page 2 of 4

4. As part of our investigation Concentric reviewed the list of invitees to the ESC presentations.
Noticeably absent fiom these lists of invitees in 2009 was a representative fiom FPL’s
Regulatory Affairs and Law Depariments. Given the importance and scale of the EPU
Projects, and the alternative cost recovery ireatment being afforded to these projects, a
relatively senior member of Regulatory Affairs Department should attend each future ESC
presentation, It is our understanding that this change has recently been implemented

13

Recommendations for Improvements Related to FPL’s Infernal Disiribution of Cost Bstimates:

1. To ensure that FPI and the EPU Profect team should establish and implement explicit report
owners (by report). In addition, FPL and the EPU Project team should establish and
implement an explicit report sign off or dissent procedure that is analogous to the “blue
sheet” sign-off procedure used for information sourced from oulside the business unit, In
addition, the report sign-off and dissent process should include a link to a company program
Jor anonymously notifying superiors in the event of a concern with project reporting.

2. 1o the extent that a performance indicator (e.g., green, yellow, red) relies ypon a coleulation
in order to produce a particular indicator, the result of the underlying calculation should be
reported along with the performance indicator (e.g. budget or forecast performance). By
providing the vesult of the underlying calculation, a report preparer or reviewer can quickly
indentify any discrepancy between the performance indicator and the calculation that
produced the indicator.

3. FPIL should consider changing the reporting relationship of the EPU Project Controls
Director. While the change in véporting from the EPU Project Director to the Vice
President of Power Uprate 2009 was a positive development, the reporting velationship of
the EPU Project Controls Director may be improved by including either a solid or dotted
line outside of the EPU Projects. This could improve the independence of the Project
Controls Director and his staff. Contentric noles that future; large scale projects could
benefit from an independent profect conirols organization that incorporate best practices
from across the organization,

4. FPL’s current approach to establishing the EPU’s contingency (Scope Not Defined) uses the
contingency as the balancing variable to maintain the profects within their cost estimates.
This is not consistent with FPL's EPPI-300 or with scund profect management praciices.
The contingency should be based on the level of uncertainty in the project, which is best
captured through a probabilistic analysis of the cost estimate. Reductions in the contingency
should not typically be used to fund scope changes, and the contingency should only be
released if the uncerlainty associated with the project has declined. Concentric noles that
the appropriate level of the contingency is an issue that is being addressed by High Bridge in
its current independent review of the project cost estimate. In addition, the EPU Projfect has
established a revised cost estimate range which was used in the Company’s feasibility
analysis and provided to the FL PSC on May 1, 2010. The EPU Projects should establish a
formal internal process to approve and communicate EPU budget, forecast or estimate
changes on a tolal project basis each month (i.e., not annual). This process should include a
distribution checklist to make certain all veports are updated consistently once a new budget, / D

FPL 153766
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. Florida Power & Light Company
CONFIDENTIAL Docket No, 100009-E1
Stafl's Seventh Set of Interrogatories
Intexrogatory No. 25
Page 3 of 4

Jorecast or estimate is approved. Concentric notes that EPPI-300 has been revised twice
since July 2009. If implenented thovoughly, these changes should address this
recommendation.

5. To the extent CRs are utilized to document potential budget or cost estimate challenges, the
CR closure process should be revised to prevent closure of a CR prior to the completion of a
risk mitigation plan. In the alternative, risk mitigation plans can be tracked separately, but
must not be closed until each of the action items listed on the risk mitigation plan are
completed. Additlonally, the completion of all action times must be documented and those
documents should be preserved in a central location. Concentric notes that the EPU
management team Is already planning to address this change within the EPU action item list,

6. FPI should continue to maintain EPU Project staffing as high priovity. A sufficient number
of staff members are required to maintain adeguate project control, including the updating
and production of project reports. Throughout our investigation it was noted to Concentric
that many within the organization were averwhelmed with the amount of work that must be
accomplished given the “fast-tracked” status of the project. At times, this may have
contributed to the inconsistency or inaccuracy of certain profect reporis.

7. The EPU Project team should document the names of each ESC presentation attendee and
maintain this list of attendees with the ESC Presentations. This will increase the overail
transparency into the EPU Projects and document that the proper level of oversight is being
provided to the EPU Projects.

8. The results of this investigation should be provided to the Corporate Responsibility Officer
for use in improving employee confidence throughout the organization. Our limited sample
of interviews indicates that there are, or have been, coricerns about the uniform adherence lo
the non-retaliation provision of the Code of Conduct.

9, Concentric suggests FPL institute a procedure for conducting organizational readiness
assessments prior to commencing new complex, large-scale projects. This procedure should
include a documented review of the Profect Plan to ensure that it adequately details how the
project is expected to evolve over time and ensure proper expectations related fo
performance reporting and measurement are communicated throughout the project teams.
In addition, these assessments should include a detailed review of executive managenient’s
expectations regarding the development and updating of the profect schedule, cost estimate,
budgets and reports.

10. Conceniric and the EPU Praject management team should conduct an investigation
close-out meeting at the end of this investigation. This meeting will review Concentric’s
Sindings in this investigation, address management’s response to those findings and discuss
ways in which processes or procedures could be improved to prevent similar project
challenges.

The two open actions are for FPL and the FL PSC Staff to revisit the issue of intrafinter-cycle
document production and for FPL to consider an adjustment to the reporting relationship of the

/.
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. Florlde Power & Light Company -
CONFIDENTIAL Docket No, 100609-EX
Staff's Seventh Set of Interrogatories
Interrogafory No. 25
Paged of 4

EPU Project Controls Director. FPL is open to exploring the topic of intra/inter-cycle document
production with Commission staff and other parties and is cuirently considering whether the
reporting refationship of the EPU Project Contfrols Director should be further changed.

All of FPL’s dockets that are set for hearing now and in the future will be affected by
implementation of the recommendation to provide witnesses with written instructions on
ensuring the aceuracy of pre-filed testimony at the time of a hearing. (Such instructions were
previously provided verbally or in writing.) The remainder of the recommendations only affect
the nuclear cost recovery docket on a going forward basis.

FPL 153768
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Florida Power & Light Company
Dockef No. 100003-El

Staff's Seventh Set of Interrogatories
Interrogatory No. 28

Page 1 of 1

Q.

| Regarding FPL's infernal responses to the concemns discussed in theP complaint letter,

2 identify each FPL management action/review and response to each of the concems discussed in
the complaint letter that impacted FPL's responses fo PSC audit staff dafa requests
numbers EPU 1.2b, h; 1.32; 14b,6,f; 1.15a,b; and 1.16a,b in Docket Number 100009-EI. Include

in your response all closed, open and pending FPL actions/reviews identified in response to

[

Interrogatory 25 above.
A,
With vespect to FPL’s internal responses and whether those responses are closed, open, or
pending, please see FPL's response to No, 25.

9 FPL responded to the above-identified data requests on the following dates:

[O 1.2b— January 11, 2010

il 1.2k — January 29, 2010
(2 1.3a —February 1, 2010

{ 1.4b, o, f— January 29, 2010
! 1.15a, b — January 11,2010

i 5 1.16a, b —February 1, 2010

J¢» Because each of FP1.’s responses wete provided before receiving th letter on February
/7 19, 2010, and before responding with an investigation and the implementation of Concentric’s
{ § recomniendations, none of FPL’s data request responses were affected by thaFetter or
FPL's response to the letter. Morcover, these data requests were responded to by members of
the BRU project team, who had access to all relevant project information, including the

%OI information referenced by (JEEPIn his Ietter, at the time the responses wete provided to

2 audit staff,

_ FPL153769
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Florlda Power & Light Company
Docket No. 100009-El

Statf's Seventh Set of Inferrogatories
Inferrogatory No. 27

Page 1 0f1

Q.
Did FPL provide a copy of or disclose the existence of a draft or final copy of the

Investigation Report to the PSC or any of the PSC's audit staff during the first six months of .

20107 If not, explain why not. If disclosure was made, describe the nature and circumstance of
the communication, the date, and to whom FPL first provided a copy of the- Investigation

Report.

A,
Yes. On April 30, 2010, FPL informed audit staff that an employee letter had been received and

that an investigation had been inifiated, which would culminate in a report. This was
communicated verbally during a meeting at FPL’s Juno Beach office during which time FPL
allowed audit staff to review its testimony in advance of the May 3, 2010 filing date, at audit
staff’s request, Tt was also disclosed in the May 3, 2010 waitten testimony of John Reed, which
staff reviewed at that meeting, and which states that Concentric was conducting an investigation,
and that Concentric would develop a report. When Concentric completed its investigation and
finalized its report, FPL provided audit staff with a copy of the report (on June 22, 2010), which

inchuded a copy of-Ietﬁer as an gttachment.

{5 On May 7, 2010, audit staff issued data request No. 8.3, which requested a copy of the

e

17

I
l

Tnvestigation Report. FPL responded, stating that it would provide a copy of the report when it
was completed. The final vestigation Report was provided upon completion, on June
22, 2010, as a supplemental response to data request No, 8.3, FPL also informed Staff that John
Reed was available for further discussion on the topic of the Concentric iuvestigation and his

S0 report. '

FPL 153770 :
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| Did BPL piovids 4 copy
_outsida of FPL il

166 fm Clean Euengy (made availaf)le il vesponse
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Q.

Please provide the chronology of when, if at all, any FPL sponsored witnesses i Docket
Numbers 080009-EI, 090009-BI, and 100009-EL if any, first became aware of any development

CONFIDENTIAL

‘Florida Power & Light Company

Docket No, 100009-E1
Staff’s Seventh Set of Interrogatories

Interrogatory No, 29
Page 1 of 2

[nvestigation Report or of all or any portion of the confenis of the

any wifness's responsibifity in the development andfor editing of drafts of the

Investigation Report, and identify the scope of any witness's contributions to the development

{

2

of the _

Investigation Report. Include in your response & description of the nature of the communication,
and editing of any drafts of the

A, |

Investigation Repott.

)

3

Nature of Communication

Witness Name, Respousibility in
Docket Development and/or
Lditing and Scope of
Contributions
' . Discussion for purpose of None
% 0609-EX responding to this discovery
' request
0 N Discussion for purpose of | None
I( 1080009-EI responding to this discovery
: request
12 . Discussion for purpose of None
} 2 (080 09-EI responding to this discovery
‘ request
[ J,L . Became aware of the None
} 5 {090009-EI development of the report
when contacted by Concentric
in connection with its its
investigation on April 13, 2010
| QD P Discussion for purpose of None
{ 80009-E1, responding to this discovery
{ 090009-EIL, request
| 100609-EI
Briefed on topic by the Law None

\>,
O

fal} 09-B1, Department in late May, 2010
29 090009-E,
23 [100009-E1
~ FOhn Reed, Contacted by FPL to conduct | Primary responsibility for
EPL 153772
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CONFIDENTTAL

Docket No, 100009-EX
Staff's Seventh Set of Inferrogatories
’ Interrogatory No. 29
2 Page 2 of 2
l 080009-EJ, investigation on March 10, development, drafting, and
2  [090009-EI, 2010; conducted investigation | editing
5 100009-EI and drafted report with
assistance from other
Concentric personnel
Reviewed draft testimony of | None
-HI, | John Reed, which mentions
100009-EX investigation and report, in late
April, 2010,
Notified shortly after FPL None. Provided '
100009-EL refained Conceniric to conduct { comments/suggestions
the investigation and prepare a | (Concentric retained
repogt, in March, 2010 discretion to accept or
reject) and provided a
management response that
is attached to the report
Q) [NilsDiaz, Discussion for purpose of None
| (O [100009-EL responding to this discovery
request
) ( Discussion for purpose of None
{2 [100009-EI responding to this discovery
request

Mr. Reed was aware of the development of the report upon being retained by FPI for the -

purpose of conducting an investigation and developing a report. M. Reed had primary
| drafting responsibility for the report, with assistance from other Concentric personnel.

Fbecame aware of the development of the report shoitly after FPL retained
onceritric to conduct the investigation and prepare a report, in March, 2010. He provided
comments and suggestions on the report, but Concenttic ultimately had the sole discretion
ﬁ whether to accept or reject such comments and suggestions. qecame aware of
the development of the report in April, 2010 when he was contacted by Concentric for an

' interview in connection with the investigation.

2} ecame aware of the development of the report in late April, 2010, by reviewing
ced’s draft testlmony, which discusses the investigation and the report.
2 was briefed on the topic in late May, 2010. The remainder of FPL’s witnesses were unaware
2 of the development of the report prior to being contacted for the purpose of responding to
alk this discovery request. Such discussions occurred hetweed August 2, 2010 and August 13,
q 2010 time frame,
8 No witnesses had any responsibility in the development and/or editing of the report or any
& drafts, which were prepared independently by Concentric. iovided comments
30 and suggestions that were either accepted or rejected by Concentric, at Concentric’s sole

2( discretion.

¥PL 153773
" NCR-10 S
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CONFIDENTIAY,

Florida Power & Llght Cormpany
Docket No. 160009-El

Staff's Seventh Set of Interrogatories
Interrogatory No. 30

Pagae 1 of 1

Q. .

| Please provide the chronology of all drafts of the @i Investigation Report. Include in your

2. response the name of each contributing editor and his or her position within FPL management, if

2 any, and the scope of their work-production for sach draft of the {jJJJ#Tnvestigation Report.

A '

% Please see the below list of drafts. Please see aiso FPL’s response to audit staff’s data request

10.7a (attached) for a chronology of Concentric’s investigation, which includes a chronology of

drafis provided to FPL, FPL notes that not every draft listed below was provided to PPL; rather,
most are internal Concentric drafts. As nofed on the attached chironclogy, drafts were provided
to EPL on Aptil 22, 2010; May 4, 2010; May 10, 2010; and May 12, 2010.

H

There were no contributing edifors from FPL. A few FPL employees provided comments and or
suggestions on the report, which were either accepted or rejected by Concentric. The acceptance
or rejection of comments was solely within the discretion of Mr, Reed.

| 2 The below document identifiers represent dates, though the first document appears to contain a
| 5 typographical error (by referencing 2009):

14 v4122009d0c

is v04132010doc

[(p v04142010doc

v04152010doc

v04202010doc

v(4212010 JIR

2 v(4212010doc

21 v04222010dcc o

22 westigation Report REDLINED 4.22

2 oﬁcéﬂtric&nvestigation DRAFT report v04222010
v04282010doc
v0542010clean

v0542010redline

v03542010doc

v0505201 0redline

v05102010clean

& v05102010redline

{ DRAFT vestigation report V5122010

2 v05122010clean
g& v05122010redline to 05102010

| * 18
0 ' FPI1, 153774
' S o o “NCR-10




Florida Power &

Light Company

P oo T Docket Na, 100009-E1 -~
CONFIDENTIAL Staff's Seventh Sef of Interrogatorles

EPUDR10-72 Tnterrogatory No. 30
Confidentlal l 9 Aftachment 1
Fagalofd
Date | Description
p—— . Lewi
2/19/2010 Iatier Sent to Mr. Lewis Hay, Chafrman & CEO of FPL ,Z
Group. .
_etter sent to— | 3
AETE ) ——
2/26/2010 etermine If allegations re;lateci to separate Investigation being
conducted b anuary 4, 2010 anonymous
atter filed In Docket No. 080677-El). 2
_ FPLwas |7
3/4/2010 notifle & allegations were not
within the scope of the separate investigation,
3/10/2010 FP1 called Concentric to dtsthter. 10
3/10/2010 Cali with FPL & Concentric to discuss scope of wark and letter. | | !
3/15/2010 Concentric Energy Advisors retained b_FPL to )
Investigate allegations In thﬂr. {
3/17/2010 Concentric Interviews of"ll , 4—-
3/18/2010__|Concentric meeting with EEammit 1S
3/25/2010 Tet set of Concentric Data Requests sent ta FPL. ]
3/26{/2010 Responses to Concentric Data Requests 1, 3 received. |
3/29/2010 Ind set of Concentric Data Requests sent to FPL. l
3/30/2010 3rd set of Concentric Data Requests sent to FPL. i ‘}
3/30/2010 Responses to Concentric Data Requests 7, 8 recelved. 20
3/31/2010 4th set of Concentrlc Data Requests sent to FPL. ol
3/31f2010 Response to Concentric Data Request 9 recelved. o
4/1/2010 Responses to Concentrlc Data Requests 4, 5 recelved, e
trl i thb &
4/1/2010 Concentrlc interviews wi __' ] 3%
4/2/2010 Concentric Interviews wlth- and- 2
- Call with Concentrlc & FPL to discuss Concentricinterviews 7,7
4/5/2018
and progress to date. 28
4/5/2010 Sth set of Concentrlc Data Requests sent to FPL. 2
4/6/2010 6th set of Concentric Data Requests sentto EPL. 2
4/6/2010 Responses to Concentric Data Reguests 12, 13 received. N
4/7/2010 Response to Concentric Data Request 7 recelved.
4/8/2010 Response ta Concentric Data Request 2 received. 2
4/9/2010 Concentric phone interviews wlt_ and- g ‘é—
4/9/2010 cfncentrlc discussion witH{ P e: s conversation |3 ©
with 37 ! q
Confldantial 5114 -
: FPL 153775
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Florlda Power & Light Company
Docket No. 100008-E1°

CONFIDENTIAL Staffs Seventh S

et of Inferragatories
EPUDR10-72 Tnlerrogatory No, 30
Confidential 672 Attachment 1
Pagelof3
te 1 '
4/12/2010 Concentric phone interview with {
4/13/2010 __[Concentilc phone Inteyview with 2
4/14/2010 7th set of concentric Data Requests sent to FPL.
4/16§2010 Response to Concentric Data Request 14 recelved.
4/19/2010 Supplemental response o Concenteic Data Request 2 5
recelved. (p
4/19/2010 Responses to Concentric Data Requests 15, 16 recelved. ‘7
4/22/2010 ll?:)';ift of Copcentrlcihvestig?tlnn Report provided to g
4/27/2010 Meeting with Concentric & EPL to discuss draft Concentric 10
_ Investigation Reportk. 'y
4/28/2010 Call with Concentric & FPLto discuss draft Concentric 12
_ Investigation Report and Mr. Reed's May 3rd Testimony. [3
5/3/2010 Required submittal date for Mr, Reed's May 3rd Testimony. u{—
Meeting with Concentrlc & PP to discuss draft Concentric : ‘a'-
5/3/2010 ’ -
vestigation Report. il
§/4/2010 Df@ft- of Comvestigatton Report provided te |/ 7
fpL . T4
5/4/2010 Meeting with Concentric & FPL to discuss draft Concentric lﬁ
nwestigation Report. 20
Draft of Concentrlcﬁnvestlgatlon Report providedto (2]
0 _
5/10/2010 EPL. 272
5/11/2010 FPL meeting to discuss draft report 723
5/12/2010 Draft of Concentmstigatlon Report provided to 2 lﬂ/
FPL. 25
Call with FPL & Concentric to discuss report status. Conceptric Z_lp
told repart was being reviewed by FPL's executive . K 2.7
5/13/2010 . T
management and decislon regarding management responses YA
would be forthcoming. 7
5/14/2010 __|FPL discusston of draft report i 20
5/15/2010 Target date to submit Concentr[c-nvestigat[on Report. | A |
FPL call to Concentric to note FPL had prepared management Z
5262010 .
responses to Concentrla-nvestlgatlon Report. 3
5/27/2010 FPL provided management response authored by-to 3
Concentric, A
6/2/2010 FPL provided management response authored lgy- 3
to Concentric. A
A ot
6/3/2010 tall with FPL & Concentric to discuss FPL's management %
FESPONSEes.
6/8/2010 Call wuhmncentric to discuss Concentrl- LH :
Investigation Report. O? O
Confidentlal

EPUICDR 10

16116
FEL 153776
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Florida Power & Light Company
Docket No. 100009-EL

EPU DR 10-7 2 CONFIDENTIAL Staff's Seventh Set of Inferrogatories
Interrogatory No. 34
Confidential Aftachment 1
Page3of3
Date Descriptio
6/8/2010 FPL meeting to discuss draft report
§/10/2010 £PL meeting to discuss draft report
6/15/2010 FPL meeting to dlscuss draft report
FPL mesting to discuss draft report; FPL and Concentric
6/21/2010 conference call to discuss draft report; Final report provided to
FPL
Ful
. W .
~ 21
EPUICDR 10 Confidentlal 115116
L. . - FPL 153777
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CONFIDENTIAL

Florida Power 8 Light Company
Docket No. 100008-El

Staff's Saventh Set of Interrogatories
Inferrogatory No. 31

Page 1 of 1

Q.
| Please provide the chronology of when, if at all, FPL management considered supplementing the
Z May 1, 2009, testimony of ta address the concerns that were eventually
i discussed in the February 19, 20101 Rcomplaint [etter and the{iPluvestigation Report.
Include in your response a listing of all FPL management that participated in that consideration,
and explain why FPL did not supplement the May 2009 testimony. Include in your response all
data or analyses that FPL considered hot timely available and all other substantive information
that EPL did not have or could not have reasonably known prior to the date of the 2009 Docket
% No 090009-EI hearing.

A.
The May 1, 2009 testimony of ? states “As would be expected, the Company
{0 continues to evaluate the costs associated with this project.” ITndeed, this evaluation continued

[{ through September 2009, and continues fo this date, However, as explained in the management
responses fo the Concentric -Investigation Report, given the amount of activity ocourring
during the balance of 2009 (and béyond) to review and challenge the cost estimate, consider
alternatives, and present the results to senior management for approval, the cost estimste
(Forecasts), mainly involving the latter patt of the project, were not sufficiently firm to
communicate outside the company. FPL acknowledges that Mr. Reed’s report reaches a

} 7 different conclusion.

| § As explained in the management response letters of Qi JJJJieod GHEMENNP to the Concentric

[ Report, FPL had been provided cost estimates from its EPC vendor that had not been fully vefted

or chailenged. As Jate as July 25, 2009, the vendor had agreed that there were opportunities to

adjust their estimates downward and would strive to do so. Additionally, FPL was considering

2 alternatives to the EPC vendor which would have the potential to significantly change the cost

estimates that had been provided. Given the amount of activity occurring in May through

=2 December 2009 (and beyond) to review and challenge the cost estimates and consider

25' alternatives, the cost estimates in EPL’s possession were not accepted by senior management and
2L, Dot snfficiently firm for reporting outside of the company.

27 BPL is committed to providing current and accurate information to the Commission and its Staff,
'25 so that the Commission can fulfill its jurisdictional responsibilities. As discussed in FPL’s
24 response to Interrogatory No. 25, FPL has implemented all but two of Concentric’s
Z recommendations to date.

22

FrlL 153778
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" CONFIDENTIAL

Florlda Power & Light Company
Docket No. 100008-El

8taff's Savertth Set of Interrogatories
Interrogatory No, 32

Page 1 of 1

lZ If FPL management did not consider supplementing the May 1, 2009 testimony of

to address the concerns from the February 19, 2010m;omplamt letter and the
vestigation Report, explain why. Include in your response all data or analyses that FPL

3
% considered not timely available and all other substantive information that ¥PL did not have or
could not have reasonably known prior fo the date of the 2009
{o DocketNo. 090009-EI hearing,

A.
7 Please see FPL’s response to No. 31.

FPL 153779
NCR-10

23




Florlda Power & Light Company
Docket No, 100008-El

Stafi's Soventh Set of Interrogatoeries
nterrogatory No, 33

Page 1 of 1

Q.
Please describe any efforts FPL made during the timeframe May through September 2009 to

reassess the estimated cost and budget for the BPU projects at St. Lucie and Turkey Point.

A.
During the timeframe of May through December 2009, and confinuing today, the BPU Project

Team took extensive measures to reassess the scope and the estimated cost and budgets for the
BPU pro_;ect also taking into account a projected higher level of output. Although design
engineering was in the early stages and the project was still identifying new scope, the team
assessed the further potential scope growth, risks and contracts. The project team assessed
alternative execution approaches from changing the EPC vendor to self performing or
accelerating design engineering. FPL reassessed original and new project scope through a
detailed line-by-line review and evaluated the potential downstream effects on resetting the LAR
review clock. It also evaluated the implementation outage sequencing and scope optimization
which would ultimately minimize outage overlaps,

FPL 153780
NCR-10 T R
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Florlda Power & Light Company
Dacket No. 100008-E1

Staif's Seventh Set of interrogatories
Interrogatory No. 34

Page 1 of ¥

Q.
Please provide a chronology of all FPL management actions, if any, prior to the date of the 2009

Docket No. 090009-EI hearing specifically directed at ensuring the PSC was provided with the
best available BP'U project cost estimates and related information,

Include in your response the name of the manager imvolved, his or her position, and that person's
contribution to FPL management's effort in providing the information. If there was no
management review pracess of the testimony and evidence provided to the PSC, explain why

not,

A,
All testimony that is developed and sponsored with respect to a witness is thoroughly reviewed

and fact-checked within the relevant business unit. Witnesses are ultimately responsible for the
content of their testimony. Additionally, all witnesses are requested to review their testimony
prior to the date of the hearing so that FPL can provide parties with advance nofice of any
corrections to testimony by filing errata sheets. This process helps ensure the accuracy of FPL’s
testimony prior to hearing. Errata for several witnesses, includin B, were provided

in the 090009-FI docket.

With respect to the BPU testimony, the EPU team utilizes 2 “Blue Sheet” sign off process to
ensure appropriate management personnel have reviewed and approved the information being
provided to the Commission. The “Blue Sheet” is typically signed by at least four project
personnel cognizant of the information being provided, including the designated FPL Witness.
This process is modeled afier the “Blue Sheet” process FPL uses for submitfals to the Nuclear
Regulatory Commission. This process was employed in Docket No. 090009-EI and Docket No.

160009-EL.

FPL 153781
NCR-10

A5




)
L

Florlda Power & Light Company
Docket No. 100003-E(

Staff's Seventh Sef of Inferrogatories
Interrogatory No. 35 .

Page 1 of 1

Q. ki
In the normal course of business, does FPL prepare EPU project budgets and estimates that FPL
management does not consider appropriate o include in its testimony ini the Nuclear Cost

Recovery Clause? If so, explain why FPL feels it is not appropriate to include in testimony.

A.
Yes. The EPU budget is approved once a year, but actual expenses and updated estimates are

prepared monthly and reported on monthly cash flow charts. It would be unwieldy to include
every iteration (i.e., every month) of the project cost estimates in testimony. Business
documents reflecting cost estimate variations over the course of the year, such as executive
management presentations and monthly cash flow charts, are provided in discovery (see, e.g.,
FPL’s response to OPC’s First Request for Production of Documents No. 17 in Docket No.

100009-EI).

FPY, 153782
— . o - -- NCR-10




Florida Power & Light Company
Docket No. 100009-E[

S1aff's Seventh Set of Inferrogatories
interrogatory No, 36

Page 1 of 1

Ql

In the normal course of business, does FPL prepare Turkey Point 6 and 7 project budgets and
estimates that RPL management does not consider appropriate to include in its testimony in the
Nuclear Cost Recovery Clause? If so, explain why FPL feels it is not appropriate to include in

testimony.

A,

Yes. FPL, routinely monitors future activities associated with the Turkey Point 6 & 7 project and
would revise the forward estimate as necessary if actual expenditures are expected to depart from
the budget. It would be unwicldy to include every iteration of the project cost estimates in
testimony. Business documents reflecting the cost variations over the course of the year, such as
executive management presentations and monthly cash flow reports, are provided in discovery
(see, e.g., FPL’s responsé to OPC’s First Request for Production of Documents No. 4).

FPL 153783
R CNCR10 -
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Florlda Power & Light Company

Docket No, 100009-El

Staff’s Savanth Set of Interrogatorles
Interrogatory No. 37

Page 1of1 T

Q.
At the September 9, 2009 meeting amongst FPL senior management regarding the EPU costs,
describe the nature of the meeting and include the nature of any new project estimates or budgets

that were adopted or approved and how these estimates or budgets were intended to he used.

A.
The September 9, 2009 meeting was a regularly scheduled Executive Steering Committee
meeting for the EPU praject, which typically occurs every month. The meeting provided the
status of license amendment engineering analysis, design engineering status, status of scope
review, BPC alternatives, and challenges associated with the project. There were no new project
cstimates or budgets adopted or approved at that meeting.

FPL 153784
" o i "NGR-10
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Florida Power & Light Company
Docket No. 100008-El

- Btaff's Saventh Set of Infervogatfories
Interregatory No, 38
Page 1of 1

Q.

Bxplain the timing of the September 9, 2009 meeting and action in relation to the September 8,
2009 presentation by f testimony at the FPSC NCRC hearing, Include in your
explanation whether the Septerber 9, 2009 meeting was a regularly-held or periodic meeting,
whether the meeting was a special meeting ta review the EPU budget costs, and list the dates and
times of other similar meetings of this type held during 2009,

Al
The September 9, 2009 meeting was a regularly held, monthly Bxecutive Steering Committee

meeting to discuss the status of the BPU project and any emerging issues, Costs and budgets are
routinely addvessed in these meetings.

" The dates of the Executive Steering Committee meetings in 2009 were;

January 27, 2009 June 23, 2009 November 12, 2009
February 24, 2009 July 25, 2009 December 28, 2009
March 27, 2009 September 9, 2009 ) .
April 24,2009 September 28, 2009

May 9, 2009 Qctober 23, 2009

‘The new EPU management team was assigned effective August 1, 2010. Asaresulf, the
regularly scheduled August meeting was held in early September to facilitate the management

transition.

¥PL 153785
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Florida Power & Light Company
Docket No. 100002-El

Staff"'s Seventh Set of Interrogaftories
Interrogatory No. 44

Page 1 of

Q.
The following interrogatories 39 44 are in reference to Pressure Discrepancies discussed on
page 34 of Commission 'staffs Review of FPL 's Project Management Internal Controls for

Nuclear Plant Uprate and Construction Projects, dated July 2010.

What was the cost of the turbine upgrade contract prior to the contract change?

A,

The cost of the Turkey Point turbine upgrade confract is _s provided on line 20 of
Schedule AE-7A. filed on May 3, 2010, The PTN turbine upgrade contract price has not changed.
The redacted amount is confidential and will be made available by FPL for review and
inspection by Staff at FPL' s Tallahassee Office at 215 South Monroe Strect, Suite 810,
Tallahassee, Florida, during regular business hours, 8 a.um. to 5 p.m., Monday through Friday,
upon reasonable notice to FPL’s counsel.
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CONFIDENTIAL

From! Sam Eaton

Tot

Subject: Y Per our discusslon

Datos Wednesday, March 10, 2010 10:03:07 Ab
Attachments; |

Samuel G, Baton

Project Mannget

Concentric Enetgy Advisors
293 Boston Post Road West, Suite 500
Marborough, MA 01752

Direct: (508)263-6233

Mobite: (617)970-2383

Email: SEatonfCEAdvizom.com

The contents of this message, ogether with any alfachwents, are inlended only for the st of the individual or entity to
which they are addivssed and sy contain information that is kgally privileged, ronfidential and exempd fronr disclosinse.
If you are wot the interided reclpient, you ave berely wolified that any dissemsivation, dishiibution, or copying of this
wiessage, or any affachwent, is stricily probibited. If you bavs wecvived thir message in ervor, please nolify the origiunl
sender lwimediately by lelephone or by retwin email and defele this message, along with any attachoeents, from yowr

TOMDAIEL,

Frams Colien, Tiffany Cordes [mallto: TIFFANY,COHEN@ipl.com]
Sant: Wednesday, March 10, 2010 9:57 AM

To: Sam Eaton

Subject: Per our discussion

0
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CONFIDENTIAL

Pebruary 19, 2010

Mr, Lotvla Hay

Tlorldn Power md Light

BPL Qroup Clialryan and CBQ
700 Univorso Blvd,

Juno Beach, BT, 33408

Dear Mr, Hay:

I Tamwelting fo you with mg concoritg ahout cost performanes in Nuoleae Projeols and Bxtended
2 Power Uprato (EPU) In 2009, With the exodus of he entlve Se, BYU Profeet Munngontent Team,
3 Tam hoing licd as ona afmany tacgels Iu the Rilure of BPY fa 2009,

¢ Aga bileflisto ,msmm«mn May 2008 byl
In Doogmber o my colniorpart i sed, Lwas tolid by the

Twould ave 10 assume 1he PU responsibliity as woll

~7 aamy eurront roll. Tn Yaumary 2009 I Milisd both posiilons veprorifng Jnd over

% 100 people (coniractors and IFPLY roporthig to mo at five stles wid a _

G groud. Iom July 2009, which Is when 1joft EFU, undil Inte Novembor 2008, X reported again fo
/0 h Whito roporting to R tis toldmo o sminber of fines he thought ¥ was
i1 dolng a good Joln Durhig the tie 1 worked fo ho took me fo dlnnerand expressed
X his apprecintion for niy support shilfo workdig for hilth,

3 Inmy roview T am aoensed of not providing adoquate Tiformation or forooasting for both the BPYY
M Trojoot aud Nuoloar Profeats It 2000, T my knowledge there sas never o mafor leswo with ¢

15 Monthly Varlance Report or a lte Project Status Roport for Nuolear I'rojecta, From a Projoot

1t standpolnt, all profeots were on lasget or oxplalned i varlances, Tdo not belluve any olted Jssuos

11 were nrssult of o Projoot Coufrols shottcoming. For Powver Uprate, my Frojest Controls Toam

IV dovaloped extensive profeot fudleaturd In Pebriary 0P 2009 and pattered them after those used o
{7 support o “Blg Dig" Boston Artaty. These Indleators Ingluded Drtned Valuo Metelos, Theso
20 tudionfors wore upprovod by the Projeot Team and prosonted to MR 1y Mareh 2009, The
21 odginal ldtontors are stk on the EPU SharsRolnt webslio for you fo viow, The lsanos effoting
22 profeot porformnnco for B woro the ek that the 81 Profoot Teams eonlil nol support updnle
23 ofilio indieafors due to contluuing basellne reviows and svope additions that wore riof proviously

gf klontifled, The sauplng sl te3 wero gomploted by tho Shaw Compiaay and
2 were coiunlssionad by th vl conpisted before lllolnc«d the Projeot, These
26 ostlmates wero not adequale and Sr, Matungenont continued shanglug phllosojhy an whatwas to

27 be inofuded and not fuohuded I theso esthnstes, As rrosalt thoro wag no Proleot bageline
2y eslablished mnd overall Projeot porformatice was vory pooy, Th
2 complaln about having poor porformance Indlentors howover a

3¢ deliver a poslilve message 1 thero was noye to deliver, The alfuntlon conbi
3¢ through the epring of 2009, Prajest Manngors and Buginaess were n d tho
72 St. Monngors would not acoop t iho poor porformniics niessagoes, The
33 told in lato 2008 before ¥ was asslgnoed to RPO that the profosts were in trouble, oAl
f contlnued 1o dollver this messnge along with pooy weokly porformance tovlews. Finally In Jufy

2;’ of 2009, 8r, Managantent deolded it yas thne to Inform Bxeontive Manngars of the poor
36 condition of BPU whioh irealplla_lod tho replacement of tho entlro IPU Projeot Sk, Management

T

37 Tesm. M group prepared delalled rovisws hat wore prosontad to M Jim Robn
38 Inlo In July:2000 on the poor sondition of BPY,

®
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CONFIDENTIAL

1 At {lis thno, the cost overview for P8I wags; Orlglual Budget 3636, Curednd Poreoast
"2 $795MM showing 2 negatlve varfance of ($139MM), For PTN: Origlial Budgss was $740MM,

% Cursont Foreanst $909MM with a nogatlve varkmes of ($160MM). W
4y , Theso

S numbors olontly shiow (he geavity of RPU tiogativo pacforiance. To my kuowledgo, those
numbers linve conthnied to worsen with the new Prelect Team to-where for PTN dud P8I, the

Ti'oam does notIiavo s olear Jden of what the final costs witi b,

& X am oonderned abouk ow P witl roport Hioso Mndings at fhe upeoming PSC hepcligs, Any

4 dnformation from BEU olher than whioh wag presonted to Maungement inst sumumer wiil bo s

¢ Omanipitailon of the tth, Cuigrent teporting for FTH and PSL doos not contabi nformation

1 shovring there Js serlous irotiblo with these Proleets. The troublo was erouph to replace the entlre

{28, Profeol Toam,

13 Enolased with this Jottor ave tita proseuintlons glven to Mr. Robo Jast July, Ifyou fuvestigato
19 eurrent esthnatos for BTN and PIL, thoy were stated {n Novenbor 2002 as bolog the orlginal

15 Shoye estimatos, Curreutly fio numbersa are n veviow,
"That*y alwest 2

L
11 times tho ovlginal Shavy budget ostimats, ©
f;omunt. 8r. Manngoment dld not wantfo-

[¥ My leam dolivered the corteot messago to 9. Mann,
g the only poor ovaluatlon T've ever hiad In

19 accopt ho mossage, My Final Byaluailon for 2009
¢ ny onths oareer havlag worked I Projest Conirola for some 30 yaars, My former poslilons

o4 beforo coming o BEL woio with ARRS Corporatlon, Barlingame, CA whore 1 was Projeot
“LL Controls Consulinutfviansger for NASA. fn Houston working wltfl the Program Manngoentent
L% Division of tho Internationnl Spage Statlon, Also with ARES, I was a Prajest Consultant for the
24 DARBT Brojeol (Dunl Axls Radlograpfie Hydrotost Faollity) at Los Alninos Natlonat Eabomtory
2 wwhove Twas part of e Projoet Team that oarned the DOB Exeollonoo asward for Dofongo Systoms,
2 Rov tho resord, my teant fold the trath about the BPU ffnanclal condition and that truth did not

27 meet PPL, oxpesiations.

s hitatly, X know thls lotlox comos at a timo when FPL has ordorey 1ho investigation of employeo
4 gonportis stowmmlsig from the Jan, 20 and Fob, 4" fefters, Tam In no way assoglated with those
90 Joltors. [only seok to express my voroorn about upcoming PSC bensings and my nnjustifled
I nopative smployee voview,  have copled my supervisor and fuman rosourcys,

32 Thankyou for faking the time (o voad this lelter,

©),

YPL 152888
NCR-10
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CONFIDENTIAL

Flarlla Power & Light Company, P, 0, Box 14000, Juno Beach, FL 32408-0420
Laiw Dopartnont

March 15,2010

John Reed .
Chief Exeoutive Officor

Concentrle Energy Advisots

293 Boston Post Road West

Sulte 500

Marlborough, MA 01752

Re:  Independent Investigation of February 19, 2010 Correspondence to Mr, Lewis Hay, FPL
Group Chalrman and CEO

Dear Mr, Reed:

The purpose of this letter s fo request that your company conduct an independent factual
investigation with respect fo the statomonts and subjeot matter contained in the roforenced
correspondence, a copy of which Is attached, with the exceptlon of matters pestaining to the employoe
performance review of the author of the corespondence,

The engagemont should be handled subject to the terms and conditlons of the consul{ing services
agresment amendment that applies to your company’s work for FPL through December 31, 2010, and
billed to FPL separately from other work performed under that amendinent,

Please direct amy requests for support or information required to support your work to me, and
report the results of your hivestigation to me. Twould appreciate it if you would sign and vetuin a copy of
{his letter to me acknowledging agreement to perform the above-referenced scope of work subject to the
terms stated herein,

b

Enclosyre
ACCEPTED ASOP ____ , 2010
Congentric Bnergy Advisors, Ino,

By:

Its: _

W

an FPL Growp comprany
I'PL. 152889
NCR-10
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CONFIDENTIAL

I Atthe (lmo, the cost overview for PSL was: Orlglual Budget $656MM, Cureént Foreoast

"2 $795MM showing a negatlve vatiancs of ($130MM), Por PTN: Oxiglnal Budgot was $749MM,

% Curront Poreonst $209MM with a nogative varlanoo of (§160MM). For PBN: Orlginal Budget

Y wag $3570, Curront Foroonst $497MM with & nogative vavlanes of ($140MM), These

S munbers olondy show (e gravlty of BPU uopative porformance. To my knowloedgo, these
numbers have cortinued fo worsen with the new Projeot Tonm towhere for PTN «ud PSE, the

7 ‘Poam dass not have a olear iden of what the finnl costs wi) bo,

§ Xaw congerted about how TP will roport these Mndlngs at the upcoming PSC honrings, Any

4 information from BPU ofhor than whioh wag presonted to Managomont fask summor will bo 8
(ommipifation of the luth, Curcontreporting for PTN and PSL does not contnln information

W showlng there fs serlous troublo witl those Projeels. ‘flie trouble was ciongh to veplace the entlre

L 8r, Projeot Tentn,

13 Tinolosed whi this Jeter aro the presentations glvon to Mr. Robo Inst July, IF you lnvostigate
< arcont ostimatos for DT and PSL, they were stated In November 2002 as bolng the arlglaal
IS Shaw esthnates, Currently tho numbaors are fn veviow, For PBN, tho osifmato was sinfed in

{t Decembor 2000 as belng $552MM and ouwontly 1 bofleve It Is ovor $600MM. Thal’s nlmost 2

117 thuey tha oviglnel Shnw budget estimats, *

1§ My team delivere:! the correot messago to Sr. Manngomont. Sr, Manngomont did not want to.
{9 accopt thoe mossage, My Final Ryaluation For 2009 Is the only poor ovaluntion I've ever hiad in
J niy onitiro carcer having worked th Projeot Conrols for some 30 yoars., My formot poshilons

| befora gomiug lo TPL were with ARRS Corporatlon, Bur!!ngamo{ CA whoro 1 was Projeot

L Conteols Consultnnt/Manager for NASA. In Houston working with the Program Manngement
LB Diylsion of the International Space Statlon, Also with ARES, I was g Projeot Consultant for tlie
U DARHY Projeel {Inal Axls Raitlographie Hydrotost Faolllty) ot Los Alaios Natlonal Labuiatory
2< whoro Twis part of a Projeot Team it oatndd the DOB Bxoollones awacd for Defunso Systome,
s Vor lho record, my Toant fold the fruth about the BPU fnanolal conditon and that truth did not

27 meot FIPL cxpestations,

% Fhatly, L kaow (s lotor comos b a tme when FRT. hins oxdered the Investigatlon of cmployoe
44 gongorns stoenunlug from (he Jan, 20™ and Fob, 4% leiters, Tam In 1o way assoolated with (lioso
R [ottors, [ onfy seok fo oxpross ny canoorn about upcomlng PSC hionrlugs mid miy uduatifted

51 negativo omployee rovlow. 1 have copled my supocvisor and humen resoivous,

3R Thaulcyou for taking the thite (o road this letier.

kL

o

1)
% Co

37 Cot
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Florida Power & Light Company

Docket No. 160009-Ei

Staff's Fourth Request for Production of Documents
Renuest No. 22

Page 1 of 1

Q.

Please provide copies of all written communication described in response to Interrogatory 23,

Ao "
Please see pages 19-21 of the May, 3, 2010 testimony of John Reed filed in this docket.
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Florida Power & Light Company

Dockat No. 100008-El

Staff's Fourth Request for Production of Documents
Request No. 23

Page 1 of 1

Q.

Please provide copies of all written communication described in response to Inferrogatory 24.
A,

Please see FPL' s com munications with Concentr ic Energy Advisors provided in response to
Staff's Fourth Request for Production of Documents Nos. 21 and 27, as well as the attached.

©

FPL 153786
NCR-10
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Frony:
Sent:
To:
Subject:

For DR 10-7.a timeline,

i it e pe—] s - [ ———

From: lanno, Ir., Joseph [mailto:flanno@carltonflelds.com]
Sent: Wednesday, July 07, 2010 10:33 AM

Tor

Cei Calff, Paul A,

Subject: RE:

Hi

We recelved the letter by emall on February 26, 2010, -Nas interviewed by Paul Calli and
Adam Schwartz on March 4, 2010 at 10:00 a.m. -

Pleass let me know If you need anything further,

Joe

CARLTON FIELDS

ATTORKEYS AT LAW

Josaph lanno, Jr.
Attorney At Law

CityPlace Tower
525 Okeechobee Boulevard, Sulte 1200
West Palm Beach, Florlda 33401-6350

direct 561.650,B008

;ax 561.659,7368
lanno@cailtonfeids.com

Wwwy.caritonfelds com

blo

yeard

Confidentlal: This e-mall contalns a communication protected by the attorney-cilent privilege or
constitutes work product. If you do net expect such a communication please delete this message without
reading 1t or any attachment and then notify the sender of thls Inadvertent delivery.

[COR 10.7 EPU CONFIDENTIAL 023809
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{ From_v{matlto*fpl.com]m

Sent: Tuesday, July 06, 2010 5:27 PM
Te: fanno, Jr., Joseph
Subjects

loe - hope all Is well,

& Canyou tell me the date that your firm received th «fi il allegation letter dated February 19, 2010 and
the date of your fimt's interview with him? Thanks.

ey

Vice Presldent & General Counsel - Nuclear
Florlda Power & Light Company

700 Unlverse Blvd.

luno Beach, Florida 33408

Telephone 561-691-7126

Facsimile 561-651-7135

1
This transmission Is Intended to be deliyered snly to the named addressee(s) znd may cantain Information that 1s confidential andfor legally
privileged. 1f this Information Is recelved by anyona other than the named addressee(s), the reclpient should Immeadiaicly notify Lhe sender by e-

mall and by telephone at 561-691-7126 and permanently delete the ofginel and any copy, including any printoot of the Information. In na event
shall this matesal be read, used, capled, reproducad, slored, of retalned by anyone other than the named addressee(s), except with the express

consent of the sender.

5

ICDR 10.7 EPU CONFIDENTIAL 023810
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Florida Power & Light Company

Docket No. 100009-El

Staff's Fourth Request for Production of Documents
Request No. 24

Page 1 of 1

Provide copies of all written actions or reviews or minutes of meetings described in response to
Interrogatory 25.

A,

A copy of the written actions are provided in the final Concentric Investigation Report, provided
in response to Staff's 4th Request for Production of Documents Nos. 25 and 29, as well as in
FPL.'s response to Interrogatory No. 25.

FPL 152843
NCR-10




pOD AS

Pob 2y
15 2546~ 2448



Florida Power & Light Company

Docket No. 100009-El

Staff's Fourth Request for Production of Documents
Request No. 28

Page 1 of 1

Q.

Please provide copies of all written communication described in response to interrogatory 27.

A.
Please see pages 19-21 of the May, 3, 2010 testimony of John Reed filed in this docket. Please

sce also FPL's responses to audit data request 8-3 and 8-3 supplemental, attached,




FPL 152896
CONFIDENTIAL NCR-10

Florida Power & Light Company
Docket Ne. 100009-El

Staff's Internal Controls EPU
Request No, 8.3 EPU

Page 1 o0f1

Q.
Please provide a copy of the Concentric investigation of EPU, to be completed in May 2010,
when it is available.

A,
The report will be provided as soon as completed.

i{CDR 8.3 EPU 010479
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Flerida Power & Light Company
Docket No. 100009-E} '
Staff's Internal Controls EPU
Request No. 8.3 Supplemental
Page 1 of 1

Q.

Please provide a copy of the Concentric investigation of EPU, to be completed in May 2010,
when it is available.

A.
Please see attached.

G

ICDR 8.3 Supplemental CONFIDENTIAL 011449
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@‘-?CONCENTRIC |

‘ -Invcstigation Reposit

Prepated for

Flogida Powes & Light Company

Tune 21, 2010

9,

iCDR 8.3 Supplemental CONFIDENTIAL 011398
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[ I1F, Summ:\ryLe\relRc'sponse tcu,ettel

1V,  Chronology of Events..,

CONTFIDENTIAL
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3 Exhibit2:  Concentric’s Engagetment Letter

¥ Exhibit 3 Concentric’s Project List for FPL
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Exhibit 7 -Enmii of March 19, 2010
Iixhibit 8  Chronology

[6) Exhibit9:  StafPs 5 Intetrogatoty No. 53

O

ICDR 8.3 Supplemental CONFIDENTIAL 011389




CONFIDENTIAL

CONFIDENTIAL

Executive Summary

' This report is the result of an approximately two month fong investigation undertaken by Concentric

3 wiiggered by a letter that was sent to I'PL Group’s CEO from a

FPL 152900
NCR-10

2 Fnergy Advisors at the tequest of Ilosida Power & Light's Law Deiaruncnt. Ourinvesliiation was

% within the nuclear division of FPL. This letter made several allegations relating to senlor
¢ management’s pecformance regarding the cost estimation and project controls functions of the
{ Company’s Extended Power Uprate projects, and raised conceens about the timeliness and reliability
7 of FPL's internal and external reporting of EPU-related informntion.

Our investigation has focused on two separate sets of jssues stemming from the letter and our
subsequent Jnformation gathering process: 1) whether FPL's decision to continue pugsuing the
BPU Project in 2009 was prudent, and whether the costs that have been incurred for this project
were all prudendy incarred, and 2) what policies, procedures or practicés within FPL’s EPU Project
may need to be tevised or reinforced to address the concerns aised in this letter.

Our jnvestigation has inctuded 13 interviews and the review, or re-review, of thousands of pages of
documentation produced by the EPU Project in 2008, 2009, and 2010, We have concluded that:

1,

bl

FPL's decision to continue pursuing the BPU Project ix 2002 was prudent and was expected
to be beneficial to FPL’s customers; FPI, propetly considered an updated cost estimate In its
updated fensibility analysis in July 2009, which reinforced the conclusion that significant
beuefits wete expected from the Project.

All of FPLs expenditures on the BPU Project have been prudently incurred,

Cetiain information provided by FPL in the 2009 NCRC was ouwt-of-date and did nat
represent the best information available at that time; FPL is currently taking steps that
Concentric believes will address this cancern for the future.

The BPU Project management ditl not consistently follow certain procedures that were
Intended to govern this project in 2009; in addition, the Project’s senior management in the
first half of 2002 was slow to respond to concetns that were raised regarding the Project’s
cost estimates; these issues are currently being addeessed by the sentor management team
that was instatled in the second half of 2009,

FPI. should consider taking cettain actions that are discussed in the body of this report to
sttengthen the Project Controls organization and to better ensure compliance with existing
procedutes,

ICDR 8.3 Supplemental CONFIDENTIAL 011400
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I Introduction

t On Februacy 19, 2010 My. Lewis [ay, the Chaitman and Chief Executive Officer of FPL Group,
L Inc (“FPL Group™) teccived a letter from Letter™), an
3 ree within th o 3 ght Company 12! The
f Letter included concerns about the cost performance in Nuclear Projects and Lixtended
§ Power Uprate in 2009 and allegations related to the reporting of this performance to FPL’s
b exceutive management and the Florida Public Service Commission (“FL PSC™)

Concentric Bnetgy Advisors, Inc (“Concenttic”) was provided an electronic copy of this Jetter by
§ FPL's Law and Regulatory Affairs Depactments on March 10, 2010. A copy of the letter is attached
g as Exhibit 1. Following initial discussions between Concentric and FPL, Coneentric was retained by
{VFPL’s Law Depattment on March 15, 2010 to conduct an independent investigation of the claims
11 and matters sct forth in the] ] Letter? A copy of Concentric’s engagement lettet is included as
{1 BExhibit 2. Putsvant to Concentric’s engagement by FPL, Concentric is reporting directly to FPL’s
(3 Law Department, and specifically to
If All data requests were seat directly to or his designee, INNININNJIE Sivilady.
t§ Concentric’s findings and recommendations (n this matter are being provided ditectly to-

/L Concentric’s investigation of the allegations raised in the [ I.ctter explicitly excluded matters
1 7 related to the performance review of_ and all other humian resources related matters,
{¢ Concenttic understands that these matters are being and will continue to be handled internally by
{4 FPL’s Human Resources Depattment.

"¢ The remainder of our report is organized into eight sections. Section I presents a summaty of
1l Concentric’s work plan that was used to perform this investigation. Section IIT includes a susamaty
2% response to the [l Leticr, incloding reference to an intedineated copy of the -Lcttcf.
L3 Section IV presents a chronology of key events related to the Letter occutting between
24 Januaty 2008 and March 2010, Section V reviews Concentric’s findings related to FPL's decision to
24 proceed with the Extended Power Uprate Projects at the Company’s St. Lucie (“PSL”) and Tutkey
72 Point (“PTN") Nuclear Power plants (“EPU Projects”). As discussed further in this section,
71 Coticentric has focused its attention in this matter on the nuclear units in Flotida due to the state
1§ regulatoty structure.  Section VI teviews the implications of thc-Lettet- and Concenfiic’s
W investigation of FPL’s actyitics iu the Nuclear Cost Recovery Clavse (“INCRC”)} dockets in 2008 and
3 2009 A review of Concentric’s findings related to the flow of information from FPL to the FL
2t PSC and its staff (“FL PSC Staff") can be found in Section VIL Similarly, a review of the flow of
92 information within I'PL can be found in Section VIIL Finally, a review of Concenttic's findings and
34 specific recommendations can be found in Scction IX. These recommendations should be tead in

conjunclion with the pre-filed divect testimony of Mt. John J. Reed, filed with the Florida Public
(L Service Commission on March 1 and May 3" in Docket 100009-EL

o _mlcasofshcuuums_
36 * Lingagement Letier from 1o John Reed, Re: Independent Investipation of February 19, 2010

1] correspondence to Mr, Lewis Hay, FPL Group Chairmaa and CEO, March 15, 2010.
;g 3 FL PSC Dockets 0580009-E1 & 090009-E], In Re: Nuclear Cost Recovery Clavse,

Page 1 of 23 @ @
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IL Concenttic Overview and Workplan

Concentric is a management and economic consulting firm based in Marlborough, MA. Concentric
has previously been retained by FPI ta provide regulatory support on 4 variety of matters including
testimony before the FL PSC. A list of Concentric’s prior work for FPL is provided in Exhibit 3.
Concentric’s work plan for this investigation is provided below.

A, Overview of Scope

| Concentric’s scope of wotk regarding the investigation of allegations contained it the -lctter
T included a factual review of the events between August 2007 and March 31, 2010. Concentric then
7 sou ctermine how this sct of events supported or contrrdicted the atlegations contained in
¥ tthctterand affected the distribution of information within FPL and to the FL PSC. Finally
3 we have provided our recommendations for improvements that will help prevent similar issues from
b occurting in the futare .

7 As outlined below, the assertions outlined in the I Leteer Javgely fall within two categories: 1)
§ the prudence of FPL’s actions and the distribution of information to the FL PSC and; 2) the internal
4 distribution of EPU Project-related information.

B. Scuices of infornation

{0 Concentrle’s investigation into this matter relied uwpon two primaty pathways for Information. First,
Il Concentric submitted f numbet of requests wumcmaliol: to VPL in order to deepen out
(2 knowledge of the allepations set forth in the Tetter and to independently confirm details
13 provided to us in the interviews described below. A log of Concentric’s document requests can be

I found it Exhibit 4,

{5’ Concenttic also requested and conducted 13 sepatate interviews. Eight of Coneentric’s interviews
{6 wete conducted in person at the offices of FPL ot at an off-site location, depending on the location
{7 of the interviewee. The remaining five interviews were conducted via telephone, All of
{¥ Concentric’s Interviews occurred between the weeks of Match 15 and April 12, ic selected
f3 specific individuals to be interviewed based upon the allegations contained in the Letter, out
W prior intetviews, and Concentric’s undesstanding of the BPU Project organizatioh. Concentric
1 considers the names of the individuals we interviewed to be confidential. Prior to beginning each
L interview, Concenttic teviewed the FPL Code of Business Conduct and Ethics (the “Code”) with
L% each luterviewee. ‘This review included a specific diseussion of each employee’s “responsibility to
24 report any actual ox suspected violation of a law ot regulation, any actual or suspected fraud, and any
4§ othet violation or suspected violation of this Code”* Similatly, Concentric reiterated the Company’s
2 non-retaliation commitment outlined in the Code’ At the conclusion of each interview, the
U7 interviewees were given an opportunity to raise any additional concerns they may have had.

1¥ The information Concentric relied upon in this investigation was supplemented by Concenttic’s
24 existing knowledge of the EPU Projects’ organization and activities.

B9 1 FPL Group, Inc, Code of Business Conduct and Ethics, most recently revised October 16, 2009, p. 2.

y1 5 lhid,
Page 2 of 23 .
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C. Independence

Throughout Concentric’s investigation into the allegations contained within the -Lctter
Concentric maintained out independence from FPL’s Law and Regulatory Affaits Departments.
Out approach to investigating the- Letter and the allegations contained therein is our own,
atd not the gesult of specific diveciions trom EPL, its employees, or contractors. To this end, FPL
did not place any consteaints on Concenttic’s access to current and former employees. Lastly,
Concentric was not constrained by budget ot schedule expectations on the part of FPL.

Concentric’s findings in this matter ate based upon out review of original sources. Concentric did
not rely solely upon statements by FPL employees or contractoss. - Instead, Concentric reviewed and
verified assertions made in thc'_ Letter and Concentric’s interviews with contemnporaneous
documents produced by the EPU Project team whenever possible. ‘Fhe documents relied upon as
part of this investigation are presented in Exhibit 5.

D. Report Organization

17 Concentric’s repott is divided Into two major categories. Fivst our report addresses those items

r@ which ace directly related to the 'L PSC and prudence of FPL's decisions and actions. Second,

Cancenttic has teviewed and addressed the development and distiibution of information within

K BPL. Concentric notes this division is necessary to differentiate those matters which may affect

' FPLs tecovery of costs and interaction with the FL PSC, from those matters which represent best
'l practices in the development and distrtbution of information within FPL.

=~ ey v--m-c-.nri—

—

{¢ Sections III and 1V of the teport provide factual backgrounds for both catepories of this report.
I Sections V through VIII address the matters related to the FL PSC and the prudence of FPIL’s
10 decisions and actions,  Finally, Sections 1¥ and X address 1¥PL’s development and internai
Li distribution of information relating to the EPU Project forecast.

E. Key questions

71 Concenttic’s review of the allepations raised in thelFLetter and our interviews, identified three
2] key questions which ave related to the prudence of 1'PL’s actions. “I'hese key questions are intended
W to determine whether any imprudent costs were passed onto FI’L’s customers, or if I'TL did provide
1y relevant information from the FL PSC,

W 1. Did FPL make the coriect decislon to proceed with the BPU Projects in 2009 in light of the

£ best information avaitable at the time decision was made? “L'his question is a threshold issue
i’ for assuting prudent conduct on the part of FPL.
A 2. "Were any costs incurred that should not be passed on to FPL’s customers on the grounds of
W imprudent decision-making?
N 3. Was the information ptovided to the FL PSC and the interveners in each of the NCRC
32 dockets accuiate, consistent, timely and reliable?

37 Concentric also Identified two key questions which relate to the internal development and
M distibution of EPU Project-related information. These key questions are jntended to determine if
% FPL’s exceutive management were informed as to the direction of the BPU Project.

Page 3 of 23 (fl )
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1. Was the information flowing from the EPU Projects to FPL's cxecutive management
accurate, timely, consistent, and reliable?

2. What polices, processes, and procedures, if any, need to be reviewed as n result of
Concentric’s findings? :

II1,  Response tu-Lettet

Exhibit 6 presents a copy of rhe- Yetter to which Concentric has added its summary-level
observalions that resulted from our investigation of the allegations contained therein. In addition,
cach observation contains a citation to this report.

As can be seen in Exhibit 6, most of the factual assettions raised in them_ctter were shown to
be accurate. Specifically, Concentric has noted documentation which confirms

statements related to the timing of the initial scoping studies by Shaw and the engoing changes in
the overall project scope. However, Concentric believes the evolving scope of the EPU Projects to
have been the predictable result of the regulatory and engincering factors which are inherent in any
complex nucleat retrofit profect.

i Along these same lines, Concentric has reviewed certain reports relied upon by_ to
17 support his assertion that as of November 2009, the EPU Projects were continuing to measute theik
3 cost performance relative to the original 2007 cost estimates. These repotts, the November PTN

Soemyew W

o 2oject Cash Flow Report® and the PSL Annual Project Cash Flow Report’, confiemed
5 assettion. However, all of the Executive Steering Committee (“ESC”) presentations since

fo  July 25, 2009, and specifically in November 2009, used the updated cost forecast.”

17 vl found evidence which indicates the “ and the M
I Wwem alerted to the potental for underestiinated cosls at as eatly as Apri B
14 Similar opportunities were noted throughout the second half of 2008, and specifically in December,
1¢ 2008 when these individuals were presented with a preliminaty revised forecast for PSL. This
U followed the awatd of an engineering, procurement and construction (“EPC”) contract for the EPU
2L Projects to Bechtel Corpomation (“Bechte). At this time, the PSL Project Teatn was told to
13 continue tefining their forecast until February 2009 when it was reviewed again by the EPU senior
24 management. As noted in Section IV, the forecast presented in February 2009 was significantly
€ higher than the 2008 forecast.

2 Overall, Concenttic E'cmnd_to “I'he basis of this finding includes Concenlric’s
21 interview witl_the fact that chose to i - Ot 4 NON-ANONYMIOUS
AV basis, and the supporting documentation produced or cited b;M Moreover, Concentric
29 believes is a capable project controls employee with a strong background within his
32 function. employment history includes the previous positions noted in the

A1 Letter' and many years of prior preject contrals employment as a contractor at FPL’s PTN site, as
72 1ell as other nuclear facilities in the US, FPL had enough confidence in | cp:bilitics o

Total Project Cash flow, PI'N EPU Project 2009, November 2009
Annual Cash Flow, PSL EPU Project, October 2009,
Extended Power Upzates, Bxccutive Steering Comimittee, St. Lucie and ‘Turkey Pojnl November 13, 2009, p. 5.

w?
3 9-11443, April 3, 2008,
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ponsibility for mmltiple major projects and & staff of approximately 100 people,”" While
vas not aware of all of the developments and documents relating to the preparation and

of cost estimates and his knowledge of the information flow for the EPU Projects
Y ceased when he left the Project in July, 2009, his letter is largely factually accutate.'?

1V.  Clronology of Events

S A chronology of the BPU Projects is presented in Exhibit 8. A summary of the chronology,
P including the major events relevant to Concentric’s review are highlighted below. This ehronology
% was used to more fully understand the ongolng dynatnics of the EPU Projects and the precise timing

of certain EPU Project activities. The summaty presented below should not be used as a substitute
€ for a review of the entire chronology presented in Exhibit 8.

A.  Chronology

{0 'The EPU Projects began in 2007, at which time FPL undertook an initial scoping study to determine
I} a rough otder of magnitude (“ROM”) cost estimate based upon a preliminary asscssment of the
1L components which would requite replacement to operate PSL and PTN at the uptated conditions.”
ff Concentric understands, as originally proposed, the IIPU Projects were expected to commence
|4 opctations post-2012, but the schedule was advanced following the 1L PSC’s rejection of the Gladles
(S Power Park Determination of Need in 2007, FPL [iled for a Determination of Need for the EPU
{6 Projects on September 17, 2007."

{1 In the winter of 2007 and 2008, FPL retained Shaw to review IFPL%s initial scoping study and to
(% confitm ot reject the tesults of this analysis. Concentric understands from our jnterviews that these
{9 studies genemlly confinmed the I'PL scoping analysis, but some discrepancies related to the
19 replacement ot refurbishment of certain components existed for ‘l'urkey Point. The initial cost
2{ estimate included a contingency allocation of approximately 45%.'¢

28 In April 2008, the EPU Project team sssigned to PSL (the “PSL Project L'eam®) identified the
1} potential to exceed the original FPL, & Shaw scoping estimates. At this time, the PSL Project Team
1Y initiated Condition Report 2008-11443 (the “CR”) which stated the “EPU Project Peasibility Study
1§ may not have captured the full spectrum of modifications necessary™ for the uptate”  In tesponse
U to this CR, the EPU Project team developed a “High Risk Mitigation Plan” which was attached to
1 the CR'* “The High Risk Mitigation Plan included a list of actions which wete required to be

T v abid
4 52 Tollowing our intewview \'vitl— on March 17, 2010- notificd Conceatrle and IPL via email on
30 Barch 19, 2010 of potentint retalition against him by his supervisor. A copy of this email is attached as Exhibit 7.
i Concentric reported this email to BPI2s Faw Department. It is Concentric’s understanding this matter was
k74 addressed by the FPJ, TTuman Resources ("HR") Department.
% 15 Flotida Power & Lipht Company’s Petition to Determine Need for Expansion of Elecirical Power Plants and for
L‘[ Rxemption from Rule 25-22.082, F.A.C., Docket No. 070602-E1, September 17, 2007,
; 14 Florida Public Setvice Comumission, Qrder Mo, PSC-08-0021-FOF-EL, Januaty 7, 2008.
3 " Flotids Power & Light Company's Petition to Determine Need for Bxpansion of Hlecirical Power Plants and for
% Hyxemption from Rule 25-22.082, F.A.C,, Docket No, 070602-EI, Septemnbee 17, 2007,
16 Ibid.
9a 17 CR 2008-11443, “Deniled Description,” April 3, 2008, p. 1.

YJ 8 Ihid, p. 8.
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| completed by the EPU Project team including preparation and submission of a revised cost cstimatc
T to the INNENGEEGEE, o other items, ‘The High Risk Mitigation Plan was signed by the

3 ' nd thelll but not the [INNNGNGEGEEER Concentric does

Y “not believe that this High Risk Mitigation Plan was ever completed. Concentric also requested a
$ copy of the revised cost estimate described in the High Risk Mitigation Plan, but was told that this
b document could not be located, nor could its existence be confirmed."

7 ‘throughout the period from August 2008 to November 2008, the PSL trend register indicated a
¥ potential for undetestimation of the EPC costs for the PSL EPU. On November 7, 2008 the EPU
4 Projects’ IPC vendor subimitted 2 revised forecast of $262MM for the PTN EPU.? "This compares
' to the scoplng analysis assumption of $225MM

{l In December 2008, the PSL Project ‘Veam again identified the potential to exceed the original
(1 forecast following the exccution of the BPC agreement with Bechtel. A preliminary, revised forecast
i3 for PSL was prepared and provided to the EPU Project management at that lime. EPU Project

management, howevet, requested that the PSL Project Controls group further refine and develop
1S the revised forecast.

fi CR-2008-37753 was written by the PSL Project Team in December 2008 and noted the EPU Project
17 is a major change for PSL and should have a change management plan in place. In addition, CR-
iy 2008-37753 goes on to state that CR-2008-11443 was closed with several future actions contained
f4 within a risk mitigation plan and tracked sepatately within the EPU Risk Mitigation Program. CR-
W 2008-37753 concluded that there was 1 “missed oppottunity” to treat CR-2008-11443 as a change
U management plan.”

71 A sccond meeting to review the revised PSL forecast occurted in Februaty 2009. This meeting was

13 attended by the EPU Project management team and reportedly included mvho was
*s of January 2009, and the P roject Leamn. At

Iy appointed the
this time EPU Senior Management was presented with a forecast of approsimately $785 MM for

]

U PSL, an increase of approximately 129 million o Ve udget® It was reported to
11 Concentric that the and th responded with a number of
1€ questions related to the basis for the revised forecast and requested additional refinement of the

% forecast.

20 A similac exercise was undertaken for PIN in March 2009, and PTN began to repott its

g clat s revised forecast. Howevet, the PTN Project Team was instructed by
o revise the initial repotts, to measute cost performance relative
17 to 1se the revised estimate still had to be “validated,” and because
3‘{ an “extensive effort [wvas] about to begin to evaluate [PTIN's] estimated cost to complete for the
N PN RPU Project.”””

% 1 “I'he]junc B, 2008 Risk Register includes nn item which is similat to the High Risk hlitigation Man, but the documents
7! requited (o close out this High Risk Mitigation Plan could not be located.
"_1; #  Hxtended Power Uprates, Project Update, Turkey Poiut, July 25, 2009, pp. 25-26.
] 2t Jbid
Yy 22 CR 2008-37753, “Additional Information,” December 10, 2008, p. 1.
tl # Summargy Cash Flow TPU "Total (90217 Reviewed xls, “PSL BPU Project ‘Total,” February 17. 2009
41 ¥ Buowil o_o anonymous recipient, dated Macch 26, 2009,

Page 6 of 23

FPL 152%06
NCR-i0

ICDR 8.3 Supplemental CONFIDENTIAL 0114086




CONFIDENTIAL

CONFIDENTIAL

t On May 1, 2009 the_ submitted pre-filed, direct testimony in Docket 090009-11
U before the FL PSC.* In this testimony, thcm stated “The BPU Projects aie
7 progressing on schedule and within budget.” Addiltionally, this pre-filed divect testimony stated
'} “Thete ate no changes at this time to the total non-binding cost estimate provided in May 2008 in
9.317% At the same time, FPL submitted the pre-filed, direct testimonies of

7 nd Mr. John J. Reed, Chalrman and CEO of Coneentric.

§ At the end of May 2009, the EPU Project management teamn reported to the ESC that the Bechtel
4 BPC estimates had increased to a Jevel in cxcess of Bechtel's indicative bid® The ESC is charged
fy with cotpotate governance of the EPU Project, and includes FPL’s President, Chief Nuclear Officer,
/) Chicf Financial Officer, FPL Group’s President, and sevetal others. This incrcase was repotted to
i1 be the result of higher than expected projections of field non-manual and manuat labor hours”
{} Similatly, the current EPU estimates were repotted to include redundant project management and
fy oversight costs which the EPU PtoJcct management team believed may be able to be eliminated to
1§ reduce the EPC vendot's forecast.” Finally, it was repotted that the BPU scope had grown larger
f than the indicative bid presented in November 2008. The EPU Project management team noted
17 that the current cstimates wete based on preliminaty design information, and that the project was in
18 the process of refining new “level 17 estitnates.® A target completion date of June 30, 2009 for the
(4 new “level 17 estimates was presented to the ESC at this meeting.

¢ Following the May 2009 ESC presentation, the EPU Project mhanagement team undertook an EPU
2| Modification Scope Review for both PTN and PSL.> “T'he results of these reviews wete reported on
T1June 16, 2009 and recommended the elimination of a substantial number of moedifications as not
13 hecessaty to operate in an uprated condition.™

U The subsequent ESC mecting was held on June 23, 2009 Tn this presentation, the EPU senior
1{ management team noted that the BPU Projects were completing “level 2” estimates and reiterated
W the concerns telated to the EPG estimates since Bechtel’s indicative bid in November 2008 This
19 presentation was relatively short and precipitated a much more detailed cost seview in july 2009.

7§ During the intervening petiod between the June and July 2009 ESC presentations, the EI'U Project
14 team expencled considerable effort to produce a detailed, “line-by-line" cost review fot both the PSL
% and PIN project. Concurrently, a decision to replace the EPU senior management team was made.
%1 As a result FPL's executive team recruited four employees for the EPU Project team jncluding a new
2 A

31 % Divcct Testimony oI 2 ocket No. 090009-E1, May 1, 2009.
M % 1kl wpp. 2-3.
% 21 Florida Power & Light Company’s Petition for Approval of Nuclear Power Plant Cost Recovery Amount for the
3 Period January — Decermber 2010, May 1, 2009,
3 Hxiended Power Uprates, Executive Steering Commiteee Update, Saint Lucie & Turkey Point, May 2002 1. 3.
AT » Ihid,p. L4
1y ¥ 1bid,
a4 3% Jbid,p. 15.
49 3t 1bid, p. 18.
::"L” TN EPU Scope Review dated June 2009, PSL EPD Modification Scope Review dated June 16, 2009.
M Ibid,
U? 5 mrended Power Uprates, Hxecutive Steering Comtuittee Mecting, Saint Lucie & Turkey Point, June 23, 2000
U 1bid, p. 12.
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| ‘These individuals were selected and recruited from within FPL
T between the end of June 2009 and July 25, 2009.

7 At the July 25, 2009 ESC presentation, the new EPU senior management team was introduced and
4 the ESC was briefed in detail on the revised cost forecast. At this time, the forecast for PTN was
¥ tevised upward by approximately $161 smillion from $749 million to $910 million."’ Similady, the
" PSL forecast was revised upward by approximately $140 million from $656 million to §796 million*
7 ‘The slides which presented this information to the ESC noted that the “current budget” was being
% increased to the “current forecast™  Simultaucously, the BSC was advised that the May 1, 2009
Y NCRC feasibility filing had been based on included the original 2008 cost forecast, and revised
1V feasibility scenarios were presented based upon the cutrent forecast as of July 25, 2009.°  These
I} revised feasibility scenatios confitmed the continued cost effectivencss of the EPU Projects. FPL
1L has reported that the ESC assigned additional action items related to the revised forecast to the EPU
‘Zi Project Management Team. These action items included continued negotiations to reduce Bechtel’s
™ costs.

Is Following the July 25, 2009 ESC mccting,-cft the EPU Project and returned to FPL’s
I Nuclear Projects Department.*!

7 No ESC meeting was held in August 2009, but both EPU Projects produced a cash flow report. In
iy the case of PTN, the Total Project Cash Flow repott was not updated to reftect the revised forecast
1y that had been presented to cxecutive management on July 25, 2009." In contrast, the PSL Aanual
W Project Cash Flow teport was reviewed, the budget perforinance jndicator was changed to red, and
U the total project cost summary presented on this report continued to be shown as “under review.”?

L - 82009 (he NCRC hearings it ‘Tallahnssee began, Duting these headngs the -
1 teslified that should he be asked the same questions contained within his
Y pre-filed, direct testimony his answers would remain the same.*

1§ On September 9, 2009, the ESC was presented with a newly revised forecast that further increased
the cost the EI'U Projects by approximately $104 MM total for both sites.® “T'his presentation stated
27 that approximately 30% of the total project costs have “high cettainty,”*

1% At the October 22, 2009 1SC meeting, the ESC was advised that the current forecast for the
1% projects was unchanged, but that the contingency had decreased by approximately $12 million.” Tn
39 addition, the AFUDC estitmate was decreased by approximately $150 million to $200 inilion® A
7t footnote in the presentation indicates the AFUDC was reduced ta teflect FPL’s pro-rata share of

T2 ¥ Extended Power Ubratcs, Project Update, Tuckey Polat, July 25, 2009, p. 5.
%} Dstended Power Uprates, Project Update, Saint Lucie, July 25, 2009, p. 8. _
» #  lbid, p. 11 avd Bxtended Power Uprates, Project Update, Turkey Point, July 25, 2009, 1. 8.
»$ o dhbid g 50.
4 Letter,
17 ¥ "Tatal Project Cash Flow, IPI'N EPU Project 2009, Aupust 2009,
3% 4 Anoual Cash Flow, P8I, RPU Project, August 1, 2009,
%4 H Franscript of Dicect Bxamination of| September B, 2009, pp. 208208,
q' U+ Bxtended Power Uprates, Exceutive Steering Comimtfee, St. Lucie and Turkey Point, September 9, 2000.
ok Tbid, . 9.
L7 Batenced Power Uprates, Bxecurive Steering Conunittee, St. Lucic and ‘Turkey Point, Qerober 22, 2609,

Y3 Ihid,p. 6.
Page 8 of 23 @

FPL 152908
NCR-10

ICDR 8.3 Supplemental CONFIDENTIAL 011408




{
7

3

]
b

?
J

(%
i
(T

1
ﬁf

y
i
11
ty
(g
W
1
Tt
A
2

rXq

(2]
1y
14

3
H
3

i
bl
Ay
b

7]
»

CONFIDENTIAL

CONFIDENTIAL

PSL Unit 2 ‘The remaining values shown in this presentation ate depictedl as the full cost of the
EPU Projects segardiess of ownership.

Also in October, PSL produced two different Annual Project Cash 1tdow Reposts with different
budget pecformance indicators and different total project cost suminaries. "Lhe first of these reports
is dated October 1, 2009.° This report inclades a red performance indicator and the total project
cost summary is listed as “under review”. The second report is dated October 2009. The budgel
performance indicator in this veport is listed as yellow and the total project cost summary is changed
to $651 million.”! No one with whom Concenttic spoke could explain the diffesence or the reason
for the two reporis. '

B, ; Jugio: Chy ’

Concentric has developed the following conclusions which are relevant to the three key questions
noted in Section 11 (o be gelevant to the pradence of PL’s management decisions and the two key
questions related to the information development and distribution within FPL:

e ‘'T'he otginal FPL and Shaw scoping studies provided the basis for FPL's decision to proceed
with the EPU Projects in 2007,

* T'he EPU seniot ptoject management was aletted to the potential for the forecnst to increasc as
eatly as April 2008 through CR-2008-11443.

e ‘The EPU senior ptoject inanagement reviewed a preliminary, vevised forecast for PSL as eatly as
December 2008 and = mote refined version of this analysis in February 2009.

8 The EPU senior management prepared the July 25, 2009 ESC presentations with the intent of
providing a detailed, line-by-line review of the changes to the forecast.

e As of July 25, 2009, I'PL believed the EPU Projects continued to be economic based on the

revised forecast and projected incremental cutput.
e The was aware of and had assisted in the presentation of a revised cost
estimate to 1'PL's executive maniagers on July 25, 2009,

V. FPL’s Decision to Proceed with the EPUs

In determining whether EPU Project costs were pruclently incurred, the FL PSC will be concerned
with two items. Tirst is whether the decision to proceed with the project was piudent based on the
expected cconomic and other benefits to FPL's customers. That question is addeessed below.
Second, the FL PSC will be concerned with whether the EPU Project’s costs were prudently
incurred. This question is addressed in Section VL

The initlal decision to proceed with the BPU Projects was made in August 2007 on the basis of
FPL’s preliminaty scoping analysis which predicted, at a high level, which plant components would
requite teplacement or modification to support the increased output of the plants.?  As was

7 Ibid,, pp. 6, 18.
3 Annual Cash Flow, PSL EPU Project, October 1, 2009,
3 Anonal Cash Flow, PSL EPU Project, October 2009,

% Shaw Stone & Webster, Inc,, Turkey Polot Nuclear Plant, Balance of Plant, Extended Power Uprate Scopiag Soudy,
February 2008 aud Shaw Stone & Webster, Ine., § te MNuclear P Man : Up
Scoping Srudy, Februacy 2008.
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necessatily the case, this work was completed absent any detailed design work. 'The information
presented in this study was used a3 one component of a feasibility analysis which compared the
operating cost of FPL's postfolio of generating resources with and without the EPU Projects.” In
addition to the estimated cast to complete the HPL Projects, this analysis relied upon the projected
level of incremental output, the conunercial operations dates of the EPU Projects and the duration
of the outages. 'I'o the extent the resaurce porifolio that includéd the EPU Projects was projected
to be cheaper to operate than the generaling portfolio absent the EPU Projects, it was deemed the
BPU Projects werc in the best interest of FPL and its customers. Thus the question becomes would
repotting of the revised forecast to FPL's Exccntive Management have materially affected the
Feasibility analysis and influenced FPL’s executive managetment’s decision to proceed with the EPU
Projeets in 2008 or again in 20007

It would net be approptiate to assume FPL’s exccutive management should have become aware of
the revised cost estimate in December 2008. The estimate that was prepared at this time was
preliminaty in nature and warranted additional review by the EPU Project teamn to further align it to
the EPU senior management's objectives for the EPU Projects. Virtually all interviewees agreed with
this conclusion.

1t is Concentiic’s conclusion that, at-best, mvareness of a revised forecast could have been improved
by five months. Concentric believes the five month timeframe is appropriate given the lebiuaty
2009 meeting between the EPU senior management and the PSL project team. As noted above, this
meeting followed an initial review of the PSL cost estimate in December 2008. [ollowing a
conclusion as (o how much awateness of the revised forecast could have improved it the “best case
scenario,” Concentric evalvated whether this would have affected FPL's decision to proceed with
the EPU Projects. In this regard, it is important to note that roughly contemporaneous with the
tevision to the cost cstimate, FPL also learned that a higher level of incremental output may be
produced by the EPU Projects. This additional output was the vesult of more detailed engincering
which had been completed since the ariginal scoping studics in 2007.°*

As noted above, FPT’s decition to proceed withi the EPU Projects was based on an economic
feasibility analysis which rclied upon the expected incremental output of the facilities as well as the
expected cost, among othet iteins. Due to the increase in the projected output of the EPU Projects,
the economic feasibility analysis was not substantially affected by the revised cost estimate. Indeed
the July 25, 2009 ESC presentation for PSL indicates that, when both the higher costs and greater
output ate considered, the EPU Projects continued to be economic, although approximately 14-59%
less so, as compated to the information submitted on May 1, 2009 to the FL PSCH  Advanced
awareness of the inceeased cost estimate in the best case scenatio would not have altered FPL’s
decision to proceed with the EPU Projects.  Pusther, Concentric notes that prudence is defined by a
range of reasonable actions, not by perfect or even significantly above average performance. Thus,
EPU Senior Management did not act imprudently by presenting the revised foreeast to the ESC in
July 2009 rather than Febiruaty 2009.

5 Florida Power & Light Company's Petition to Determine Need for Expansion of Electrical Power Plants and for
Hxemption from Rule 25-22.082, F.A.C., Docket No. 070602-E1, September 17, 2007,

#  Extended Power Uprates, Project Update, Turkey Point, July 25, 2009 asd Extended Power Uprates, Project Update,
Saint Lucie, July 25, 2009,

5% Fxtended Powet Upntes, Project Update, Saint Lucle, July 25, 2009, Pg. 50.
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VI,  'The Review and Approval of EPU Costs in the NCRC

| Concentric's review of the Letter has filustrated the distinction between the cost estimation

L process and the incurtence of specific costs. “Ihe Former is the projection of future costs without

7 the actual expenditure of company or customer dollats. The latter is mote ctitical to the FL PSC’s
review and involves the actual expenditure of company and customer dollars or the commitment to
do so at a later date.

F Thclm.l_ettcr indicates monccms are specific to the cost estimation process within
the rojects and more specilicaliy the reporting of revised cost estimates to FPL's executive
management and the FL PSC. The sttt does not identify any costs which are the result of

an improdent action bi- FPL. Concentric confirmed this understanding of the [ tter during

our fiiterview with

U Similarly, Concentric found no indications of costs that were the result of imprudent decisions or
L actions on the past of 1L’ management. This conclusion was teinfotced by all intetviewees.
3 When asked whether they wer e of any costs that should not be passed along, the unanimous

Y answer was “no”. Indeed, acknowledged doting our interview that “the costs will e
15 what they [arc]” and his conceins are related to what jnformation would be presented to the IL
b PSC. As a tesult, Concentric believes there ate no costs which should be subject to disallowance by
I7 the FL PSC on the basis of imprudent declsion-making.

VII, 'The Flow of Infotmation to the BL PSC
A, Scope of Inguiry

(¥ The chronology of events presented in Section IV of this teport led Concentric to focus on the 2009
(9 NCRC proceedings™ in ordee to assess whether the information presented by FPL in those
{v procecdings telating to the EPU cost estimates, schedule, and cost-effectivencss was accurate and
U consistent with the standards expected for: testimony befote, and subtnissions made to, a regulatory
T agency. ‘This includes ensuring that approved changes to the project forecast wete cleatly
V3 communicated to the FL PSC in a timely manner,

2y There were thiee separate scts of activities in the 2009 NCRC proceedings in which information
1Y about the statas of the EPU was presented: 1) pre-filing of testimony, both direct and rebuttal, 2)
Y, production of documents and answeting of interrogatories in the discovery processes, and 3)
{1 testimony at the hearings. In the 2009 NCRC proceedings, pre-filed testimony on these matters was
1y submitted on May 1, 2009 (ditect) and August 10, 2009 (rebuttal); documents wete provided and
4% interrogatories were tesponded to from Januaty, 2009 through (he heating; the heatings on these
3 issues were held on September 8, 2009.° Since an important clement of this investigation has been
%| about the tineliness of internal and external inforination fow, we have chosen to examine FPL's
32 actions in the three sepatate imeframes discussed above,

33 % BLYSC Docket No. 090009-EL
P 51 1hid Pre-filed testimony was also filed on March 2, 2009, That testimony related to 2008 costs, Given Concentric’s
a5 conclusions in Section VI, the testimaony s not addressed in this section.
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B. Prefiled Testimony

[ FPL presented fonr witnesses in the 2009 NCRC proceedings on issues relating to the EPU:

< M. Iolm | Recdl Chairtman and CEQ of Concentric |an

g The issues within the scope of this lwvestigation, Ze., t
cost-effectiveness of the EPUs, were presented in
¥ exhibits sponsored by him, and that information was used in [ MM cost-cffectiveness analyses.
7 M. Reed’s testimony related to nuclear project controls, proceduses, policies, and practices, and the
fo prudence of FPL’s costs. He offeted no estimate of the projected costs to completion or opinions
I on the cost effectiveness of the EPUs, NI tcstimony related to the accounting for FPL’s
(1 incutred costs and the 2009-2010 projected costs.®" She did not offer any estimate of the projected

1} costs to completion or opini cffectiveness of the EPUs. Therefore, aur review has
i focused on the testimony o and, to a lesser extent, -

t§ The pre-filed Direct V'estimony filed by _0:1 May 1, 2009 included the following
fh statements: '

he projected cost to completion, schedule, and
h_ direct testimony™, and the

(3]

17 “T'he EPU Projects are progressing on schedule and within biudger, to deliver the substantial benefits
(Y of additional nuclear gewerating sapacily to cnstoprers from FLL's existing St. Lacie (PSL) nmits 1
(9 &2 and Tirkey Point (PTN) Units 3 & 4 auiitear power plants. "™

W “Uhere ane no changes al this tiwe to the tofal non-binding rosi esiinate provided in May 2008 in
Z1 Dacket 080009-E1. And, as demousteated by FPL witnesSbe nprate project continnes o by
UL rosf effective when compared fo the additlon of other generation aliernatives.”™

TR “Uppendix 1 incledes the TOR scheduks that compare the currenf projections to FPL's originally
2 filed St. Lucic and Turkey Poiut cosis ... At 1his tivee, FPL. bas niot identified any need to revise
A the total won-binding cost estimale provided last May in Docket 080009-EL  As nould be
U expeeted, the Company comtinues to vwarliale Hie rosts associated with this project, As activities smh
Ul a5 final eugineering analyses and design, assoviated NRC requirements and reviews;, and
1K vonsiruction planning are nrore dearly defined, the Company will matke any necessary vevisions fo fhe

w

% Dircct 'Testimony o NN 0 ockct No. 090009-EIL May 1, 2009. | [ReIT-

29

o in July, 2009, and le i wary, 2010,

21 5 Digect Testimony ow Docket No. 090009-E1, May §, 2009,

3L @ irect Testimony of Joha J. Reed, Docket No, 090009-EI, MMay 1, 2009,

34 ¢ Dicect Testimony o cket No. 090009-I1, May 1, 2009,

3 €@ Direct Testimony o Dacket No. 090009-BI, May 1, 2009.

% 6 Direct Testimony o Na, 690009-181, May 1, 2009,

7L 4 Direct ‘T'estimony o cket No. 090002-B1, May |, 2009,

77 ¢ Direct Testimony o Docket No. 090009-E1, May 1, 2009, p. 2.

39 @ Ibid, pp. 2-3.
Page 12 of 23

ICDR 8.3 Supplemental CONFIDENTIAL 011412

-

-~




FPL 152913
CONTIDENTIAL - NCR-10

CONFIDENTIAL

original cost estimate, The TOR schedules provide the best information enrvently available for ihe
cost recoreyy period fthrongh 2010,

| The TOR (I'me-Up to Original) schedules include Schedule TOR-7, which was sponsored by
A dnd which continued to rely on the cost estimate submitted in Docket 080009-E1, along
3 with a restatement of the caveat that the Company continued to evaluate the costs of the project.

As of May 1, 2009 (the date the prefiled testimony quoted above was filed), the following events had
transpiced:

£ e« A Condition Report (CR-2008-11443) dated 4/3/08 raisedd conceins about the

7 validity and reliability of the BPU cost estimate that was used in Docket 070602-E1”

g and that ‘conﬁlmcd to use in May 2009™

G o 'The PSL IPPU trend reports for August 2008 through November 2008 had raised
| concerns about substantial underestimation of the PSL project costs”

1] o OnNovember 7, 2008, Bechtel informed FPL that its estimate of costs for the PIN
(S BPUs had incteased by $37 million; this higher value was usect in the Bechtel
1% contract

1Y o In early December, 2008 the EPU’s Project Controls Group identified that the May
{5 2008 cost estimate was likely to be too low given the Bechtel contract and cost
{6 e A Condition Report dated 12/10/08 concluded that the resolution of the 4/3/08
Y Condition Report was a “missed opportunity™”

1§ o On February 17, 2009, m\vas presented with an analysis prepared by
[y Project Controls and the site that theit forecast for PSL was $129 million above
o the May, 2008 estimate™

a( e By March 26, 2009 the PIN site teatn had also concluded that the cost estimate

1 should be raised above the May 2008 estitate; a decision was made to not use the
13 hiphet cost estimate because it was consiclered “preliminavy”™
1Y e _pnuicip:\tcd in developing a presentation in Jate April/early May 2009
(A9 infortsing the ESC that while Bechtel had estimated higher coits, the forecasts for
2% PSL and PTN were unchanged fiom the May 2008 estimates; the Projects’ cost
21 status is shown as “green.”™

25  As shown by this chronolopy, the EPU’s cost estimates wete cleatly in a state of rapid flux by May 1,
2% 2009. While there was mounting evidence to indicate that an upward revision to the cost estimate
30 was likely, as of May 1, 2009 | R - | not reported such an increase to the ESC not had

1 hid, p, 24,
32 @ Dircct Testimony afm)ockct No. 090009-E1, Bxhibit 1, May 1, 2009, p. 104,
33  Florida Power & Light Company’s bettion to Determine Need for Expansion of Electrical Power Plants aad foz
39 Exemption from Rule 25-22.082, F.A.C., Docket No. 070602-El, Scptember 17, 2007.
Z§ ™ Hxtended Power Uprates, Project Update, Tutkey Poin, July 25, 2009 and Bxtended Power Uprates, Project Update,
3 Saint Lucie, July 25, 2009.
%7 " PSLTrend Reglster
35 72 CR2008-37753, “Addittonal Information,” December 10, 2008, p.t.
24 M Summary Cash Flow EPU ‘I'otal 090217 Reviewed.xis, “PSL EPU Project Totaly" Febmagy 17. 2009,

Y¢ ¥ Frwil from Hto anionymous recipient, March 26, 2009,
Y] % Hstended Power Uprates, Executive Steering Committee Meeting, Seint Lucie & Turkey Point, May 1, 2009, p. 8.
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an increase been approved, \\"lmtmmd reported to the ESC was consistent with what
his Direct Testimony reported to the . Additionally, Schedule TOR-7 appropriately

indicated the Company continued to evaluate the costs of the EPU Projects.

A

C. v r Res Producti 1mnet

Concentric requested, received and reviewed all documents produced and interropatory responses
submitted by FPL in Docket 090009-EI and pettaining to the EPU budget, schedule and cost
effectiveness. Our teview led us to follow up on one interrogatory response, submitted in response
to Staffs Fifth Set, No. 53, for further analysis.”® This interrogatoty response, which is attached as
Exhibit 9, sought a listing of each analysis that FPL was offesing to satisfy the requirements of
Section 366.93(5) F.S., which requites an annual compatison of the budgeted and actual costs as
(v compared to the estimmted in-service cost of nuclear projects. The tesponse, which was submitted
It on August 17, 2009, refers to Schedule TOR-7 which contains the Company’s annual comparison of
M. budgeted and actual cost. Schedule 'TOR-7 was submitted on May 1, 2009, and is described as a

(¥ “snapshot” of a continuous process.”

a3 T AT

1 Benween May 1, 2009 and August 17, 2009, major changes were made to the forecast for the EPU
5 Projects. On May 31, 2009, the PIN EPU budget indicator was shown as red, indicating a scrious
U challenge to meeting the existing budget™ On June 3, 2009, Bechtel submitted a “P50” (mean
i7 value) i r PTN that was $108 million above the May, 2008 estimate.” On June 23,
i 2009, md\dsed the HSC of the Bechtel estimate®™, and the YISC instructed him to
I4 prepare a “line-by-line” updated forecast for the project

siewed at the next ESC meeting,
1¢ This updated estimate was prepared at the divection ofmy several siaff repottedly
2{ working seven days a week for a month and was pres C at an all-day, Saturday
11 meeting on July 25, 2009. In the week leading up to that meeting, the EPU leadecship team was
£} replaced, andm“ms reassigned to a position outside of the EPU, although he actively
Ly participated in the July 25, 2009 presentation. That presentation established new cost estimates for
1< the EPU Projects which were approximately 21% higher than the May 2008 estimates.” Therefore,

% Schedule TOR-7, which is referred to but not attached to the response to Staff 5-53, was out of date
17 by August 17, 2009,

2§ However, the interrogatory only asked for a fisting of the responsive analyses, not for FPL’s custent
24 or updated analyses. Concenttic views the tesponse to Staff 5-53 as being accurate, reliable, and
M responsive, even though the document refetred to was out-of-date. The respondent answered the
%) question in a forthright fashion based on all of the information known to this person at the time.

72 Response to Docket No, 090009-El, Staffs Fifth Sex of Interrogatories, Intercopatory No. 53.

3 7 Ibd

e ‘Total Project Cashilow, PYN EPU Project 2009, day 31, 2009,

4y 1 Ruxtended Power Uprates, Project Update, Turkey Paint, July 25, 2009, pp. 25-26.

Al 5 Extended Power Uprates, Exccutive Steering Committee Meeting, Saint Lucie & Turkey Polnt, June 23, 2009, p. 12.
33 5 Hxtended Power Uptates, Project Update, Tutkey Point, July 25, 2009 and Extended Power Upnates, Project Update,

Saint Lucie, July 25, 2009.
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D. Teslimony i

{ Asstated carlier,_nd-appmted akt dngs on September 8, 2009,
7 At the hearing, the toliowing exchange took place betwees and counsel for FPT.™

3 o
. IF T asked you the sawe questions contained in_your prefilid divect festimeny, montd your
! J q S ) J
v answers be the sonn?
[ A Yes, they wontd be.

? F FPL asks that the prefied direct testimony be inserted inte the record s
foAeh 1vad.

G The exchange with coutsel had the effect of assertin

{3 testimony, and the exhibits sponsored by remained truthful and accurate as of
ft September 8, 2009. This followe ntroducing several corrections to ereata in his

f;l'. pre-filed testimony, and updating his prefiled testimony to seflect his new title and tesponsibilities
% with FPL.

that all of the statements in the pre-filed

M As of Septemnber 8, 2009 [ patticipated in the development of highly detailed cost
{§ projections for the EPU Projects, and had presented these new estimates to several senior FPL and
16 contractor personnet on July 25, 2009.% The new estitates for PSL, were caveated as still being “at
17 the conceptual level™ (as were the May, 2008 estimates®) and the comment was made that the full
1§ scopc was still not known. However, the new values were clearly labeled as the “Current Forecast,”
{4 and the statement was clearly made that the “Current Budget™ (the May, 2008 values) was being
24 increased to the “Current Forecast”™ The July 25, 2009 prescutation offcrs an extensive
2 perspective on the shottcomings of the May, 2008 estimates and the Jessons that should be leatned
T from this experience.” Concenttic also notes that the ESC was explicitly advised that the new cost
1} estimates were inconsistent with the May, 2008 and May, 2009 data that had been presented to the
24 FI, PSC and that several new cconomic feasibility analyses had been pexformed, which updated
5 those avalyses that had been submitted to the FL PSC eleven weeks eatfier.” The new feasibility
2 analyses continued to show that the projects were beneficial to customers, although less so thao in
77 the May 1, 2009 filing.*

'23: Based on the information presented above, Concentric has concluded that by the timc!
19 FOOk the stand on September 8, 2009, the information presented on Schedule TOR-7,
3y and e testimony related to it, was out-of-date. By this time, _ad presented revised

P 82 Transceipt of Direct Examination om&ptcmber 8, 2009, pp. 208-209.
37 ® Mecting request for EPU Saturday Sesston, July 23, 2009, 8:00 AM to 330 PAL
%} 8 Extended Power Uprates, Project Update, Snint Lucie, July 25, 2009,
9Y &5 Hlorida Power & Light Company’s Petition to Determine Need fox Expansion of Electrical Power Plants and for
.22- Exemption from Rule 25-22.082, FA.C., Tocket No. 070602-El, Scptember 17, 2007,
©  Bxtended Power Uprates, Project Update, Tuckey Point, July 25, 2009 and Bxtended Power Upiates, Project Update,
%1 Saint Lucie, July 25, 2000,
3y &1 Tbid, pp. 38-40 and pp. 51-52, kespectively.
1% & Rxtended Power Uprates, Project Update, Salnt Lucie, July 25, 2009, pp. 44-49.
4o ¢ 1hid, p. 50.
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cost estimates to the ESC, and the EPU Project management team had begun relying on the revised
cost estimates. Our opinion in this regard is also supported by the statements of nearly all of the
EPU Project personnel we interviewed (othet than the two EPU Project personnel that participated
in the decision to not update the testimony).

In our interview with him,_lcfcndcd the September 8, 2009 reaffirmation of his pre-
filed testimony on the grounds that the July 25, 2009 cost cstimates were prepared assuming the
validity of many unapproved scope changes and manpawer estimates, and that they were no better
than a “guess” with little support. He also indicated that he does not tecall any discussion with
regard to whether the updated estitnate should be presented to the FL PSC.

D I ..c:-\ar-‘ -

[V Concentiic agrees that the new cost estimates were based on only partially completed engineering
11 and design information, and that they weve still subject to tevislon as new information became
(2. available. However, that is always the case with a constiuction program suéh as the EPU Project,
1} and contitues to be the case today. These facts do not support the continued use of information
I that was based on even carlier conceplual dcslgns and out-of-date manpower and material estimates
15 and which did not take into account executed major contracts, The new estimates were the product
(b of mote than a dozen people working extended houes for a month and had been reviewed by every
{1 level of management in the EPU ogganization, ‘Lhey reflected far more knowledge about the scope
(% of the EPU Projects than had heen used in the 2007-2008 Shaw scoping analysis, materials cost
(] estimates that were based on more recent data and manpower estitnates that reflected the revised

W scope and loading estimates prepated by Bechtel. Most impottantly, they were presented to the
A executives of FPPL in charge of EPU governance (and who wete responsible for approving budget
12 changes for the projects) as the best “line-by-line” estimates available at the time, were materially
7% diffecent from the 2008 estimates, and have continued to serve as the reference point for all
L\z subsequent revisions to the cost cstiumtc_s, including those that were submitted to the Fl, PSC in
May 2010, In shott, while the July 25, 2009 and subsequent cost Forecasts are and were preliminacy,

U they represented the best information avaifable at that time, wete relied upon by FPL, and were

17 more advanced that the 2007/2008 cost projections.

7 The documents we have reviewed, and our inletviews, indicate that there was considerable
1’1 uncettainty anong the project staff In Scptember 2009 as to whether the new cost estimates were

3 approved or not, and internal reports were inconsistent in their use or non-usc of the updated
% forceast (sce Section VIII for additional details). The EPU staff had experienced significant
32 turnover and was also undetpoing a major reorpanization at that time, which appears to have
93 contributed to the lack of clarity on this point.

W Concentric’s discussions with Company petsonnel have also indicated that the fact that the updated
s feasibility analyses presented to the ESC on July 25, 2009 confitned that the projects stilt offered

b significant value to customets may also have been a consideration in the decision to not updatc-

Y] I s iony. While Concentiic agrees that the new qnal)'ses confirmed the conclusions in
b estimony, we believe that a $300 millioh, or 27%, inctease in the projected cost of
4 the EPU Project should have been discussed in the live testimony on September 8, 2009.

Y Concentric found no evidence to suggest tlmt- FPL’s witness on the cost effectiveness of
£{j the EPU Projects, had any knowledge that updated cost estimates were presented to the ESC. Tt is
4L our undesstanding that he relied on the cost estimates provided on Schedule TOR-7, as sponsored
93 by‘and -was not in the EPU organization oz the Nuclear Division of IIPL.,
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VIII. Recommendations for Improvements Related to the NCRC

Concentiics investigation into this matter has produced the below recommendation fot plocess
improvement. These recommendations ate intended to imptove the distribution of information
within FPL, the NCRC docket team and to'the FL PSC.

1. Concentric recommends that the process be changed in order to provide timely and ongoing
information within the NCRC docket temn thronghout each NCRC review cycle. This will
help to ensure that any updated information Is fully discussed within the NCRC docket team
and prevent future concerns related to flow of information to the EL PSC. Concentric has
been informed that this change has already been jmplemented.

2, Similar to the recommendation above, IiIPL and the FL PSC staff should revisit the issue of
intra/inter-eycle document production. The ongoing production of a limited number of key
project documents could enhance the FL PSC stafPs understanding of the projects and how
they are developing on an on-going basis.

3 The NCRC docket teamn has included and continues to inchude a number of first time
witnesses or witnesses with limited expericnce serving in this role, As a result, it is vitally
impottant that FPLs Law and Regulatory Affaies Departments continue to provide explicit
instruction and guidance to these individuals. It is our understanding that the importance of
updating one’s pre-filed testimony and exhibits is an explicit part of the witness teaining
program, which we believe should be conveyed through written instrictions.

4. As part of our investigation Concentric reviewed the list of invitees to the ESC
presentations. Noticeably absent from these lists of invitees in 2009 was a representative
from FPL's Regulatory Affairs and Law Depactments. Given the iniportance and seale of
the EPU Projects, and the alternative cost recovery treatment being afforded to these
projects, a relatively senior member of Repulatory Affaics Department should attend each
futare ESC presentation. It is our understanding that this change has recently been
implemented.

X, Information Development and Distribution within FPL

The below discussion telates specifically to FPL’s internal distribution of BPU Project-related
information and forecast. In Concentric’s view, the below discussion should not be misconstiued to
deterinine the prudence of FPL's decision making processes and therefore should not impact the
recovery of costs through the NCRC.

As described in Section 1V, the initial EPU Project budget was established by the FPL and Shaw
scoping studies in 2007 and catly 2008. The EPU Projects also established a variety of project
instructions which identified the pracess for addressing changes or risk to this initial forecast. ‘These
Estended Power Uptate Project Instiuctions ("EPPIs”) were first developed in spring 2008 and
were updated at various points in the project, including following the introduction of a new senior
management team in Juty 2009, Concentiic’s review of the TPPI's have identified three which are
selevant to the reporting of revisions to the cost estimates within FPL: 1) EPPI-300, EPU Project
Change Control; 2) EPFI-320, Cost Estimating; 3) EPPI-340, EPU Project Risk Management
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| Program. Por putposes of our review of these jnstructions, Concentric has segmented our teview

L into the perdod preceding July 25, 2009 and that after July 25, 2009,
A, PreJuly 25, 2009 Tnformation Flow

3 As cardy as Apuil 2008, the EPU management team was made awate of concerns about the adequacy
of the Shaw scoping analysis and associated budget. These concerns re-surfaced after the Bechtel
§ contract was awarded in November 2008 and were brought to the attention of the EPU seniox
fa manzgement in December 2008 and Februaty 2009. By February 2009 the EPU Project Controls
7 employees had developed a revised cost estimate, albeit in preliminacy form, that projected a $129
§ million cost increase for PSL. The revised cstdmate was within 2% of the values presented to the
{ BESC in July 2609. Similar estimates had been developed for PTN by March 2009, but the ZPU staff
fuwas ditected 1o discontinue use of this estimate vntll management had reviewed it further.
il Throughout late 2008 and the first six months of 2009, Bechtel submitted sevetal revisions to its
{1 cost estimates, all of which were substantlzlly higher than its Indicative bid and higher than the
3 cstimate developed as part of the Shaw scoping analysis.

i These events followed the publication of EPPI-300 on March 4, 2008. This project instruction
14 established a formal process for identifying and tracking potential changes to the initial project
(bbudget. EPPI-300 describes the putpose of the trend program as follows:

F7 “Ihis document shall be used for seope changes to Capital and O&M sub-projects
{y within the BPU Project. Changes to the approved budget will be made using the
(5 approved Scope Change/Trend Notice form (SCN/TN) which shall become pact of
% the budget records.”™

2{ These potential changes were divided into scope changes (j.e.,, additional plant modifications) or
11 wends (i.c, Increased costs of completing approved scopc). In order to addess a trend, EPPI-300
13 dictates that the trend should be identified on a fonmal *“I'rend Register” and a SCN/TN shou

B completed to request chianges to the project forecast. The SCN/TN was then touted to the ﬁ
W for approval. The process for addressing scope changes is similat, but tequites additiona
1, review of the potential scope change to ensute it is nccessary for the EPU Projects. Once an
11 SCN/TN is initiated, EPPI-300 requires the EPU Project Cost Engincer to establish a tracking
2§ number and the potential budget impact of the SCN/TN. The Project Scheduler is responsible for
19 indicating the potential schedule impact. Once this infoimation is added to the SCN/TN, it is
W romted to the EPU Project teun member with the appropriate approval authority for the potential
% costimpact, Upon approval, the SCN/TN is supposed to be incotpotated into the project budget
12 and all future project reports.”’

3} Concentiic requested the EPU Projects’ “U'rend Registers and all SCN/TNs since Januaty 1, 2008
H and cceived many, but not all, of the SCN/T'Ns prior to issuing our report. Based on our review of
N the Trend Register and SCN/TNs between Januacy 1, 2008 and July 25, 2009 it would appear that
W the BPU Projects only partially complied with this BPPI-300. For PSL, a detailed and
71 conscientiously maintsined Trend Register was maintained between summer 2008 and at least June
¥ 2009. However, it appears that the process for reviewing and approving trends was not

34 % YPPI-300, Project Change Control, Pg 3, Rev 00,
Yo *' Ibidat4-6.
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| appropriately implemented at PSL. Many of the same trends were identified each month without
1 tesolition or incotporation into the budger. As an example, in neatly every month between August
3 2008 and June 2009 a trend was noted with regard to the EPC budget. These trend impacts ranged
Y between $10 million and $140 million. The EPC budget was only increased by $20 million during

j this petiod.  Similatly, the PSL Project Team did not prepare SCN/I'N forms for trends that were
z included on the trend register. For PTN, it would appear that the trend register was kept up to date
4] dutlng this period and some of the trends ot scope changes were outstanding for several months,

¥ Finally, many potential scope changes ot trends appeatr to have been captured on the Risk Register,
¢ which, as discussed below was hot synchronized with the project forecast, rather than the Trend
{y Register. Tor example, the CR discussed in Section IV above, resulted in a “High Risk Mitigation®”
i plan, but does not appeat o have been included on the trend registet, Thus potential scope changes
- o1 trends wey ’ withits the forecast, Concentrlc also noted that prior to July
f} 25, 2009, thmgilcd to identify a source of the funds on the SCN/TNs for

I neatly every form.

(¥ EPPI-320 provides the project insteuction for cost estimating, including the development and
{1 inclusion of contingencies and the estimates to be used on the SCN/TNs described above. This
17 instraction was established in March 2008 and remalns in effect today. Specilically, this instruction
1 states that “estimates should include project tisks, uncertainties, and contingency. These should be
! documented along with the methods for determining the percentage of risk and the amount of
1v money associated with the contingency.” EPPI-320 also indicates that it is supplemental to the
U Nucleat Projects Depactiment Instruction — 304 (“NPDI-304™).

1 TPL ls defined the contingency as “an amount added to an estimate to allow for additional costs
13 that experience shows will likely be required. This may be derived cither through statistical analysis
¥ of past project costs, or by applying expetience pained on sitnilar projects.*” NPDI-304 provides
1Y additional guidance on the development of contingencies and states:

% 4.7.6. As a general rule, conceptual estimates should have a 25-30% contingency,
L) Level 1 or preliminary estimates should have 15-25% contingency and Level 2 or
1} definitive estimates a 5-10% contingency. The exact percentage is cletermined on a
14 case by case basis.

W The BPU Projects’ cost estimates fit the critetia for a conceptual estimate in 2008 and appear to
J Peoj ptusl Lapp
M have achieved Level 1 statas by the end of 2009. FPL’s practice prior to July 25, 2009 was to label
¥ E ce § Y a2, & Bt
L the contingency 2s “Scope Not Defined”, or “Scope Not Estimated.” This Jive jtem, although it
1% referenced the EPU Projects’ tisk matrices, was then used as a balancing variable to show a flat
B overall forecast trend and was not based upon project tisk. As a result, the contingency was
f depleted month-by-month, the Risk Register was never synchronized with the project fotecast and
W the EPU Projects no longer maintained a level of contingency that is consistent with FPL’s
%7 guidelines. In other words, the EPU senior management used the initial contingency as an
¥ “Gllowance” that was to be used to meet increases in scope or cost rather than a value which reflects
- - * * * P . - - »
3 the risk remaining in the pro ect, including those identified by the Risk Registers. This practice was
8 pro) g U by B p
4V acknowledged in the lessons leatned sections of the July 25, 2009 ESC prescntations by the
L) statements that *...undefined scope depletion not dealt with in a timely fashion.. undefined scope
pe dep ¥ P

(ﬂ, %t NPDI-304, Estimate Prepamtion, T'g 9, Rev 0.
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allowance used in establishing base contracts and work left little for emergent items or increased
gcope...must include undefined scope allowance based on level of risk/progress on project.”

BPPL-340 was first initated in Febivary 2008 and establishes a process to ensure that each
“identified visk is recorded in a risk matix, and evaluated for probability, consequence, cost,
schedule and project impact”” The process set forth within EPPI-340 does not include a dlear link
to the EPU Projects’ forecasts, but rather is an cvaluation tool for determining the level of
uticertainty temaining in the project. Indeed, the July 25, 2009 PSL ESC presentation states “entrent
undefined scope atlowance Is not aligned to the risk matrix.. Jooked at the project only from a high
level tisk.” Because the BEPU senior management used the contingency as a balancing vatiable to
depict n flat forecast trend, the Risk Management Progeam was never used as prescribed by EPPL
340. At best, by early 2009, the risk repisters became little more than a repository for projeet tisks
and with little or no connection to the EPU Projects’ forecast.

With regard to the risk management process, the EPU’s assessment of its own performanee during
this petiod, as presenled to the BSC on July 25, 2009, was that:

o Tt “underestimated the risk and costs associated with the fast teack project,”

¢ Tt “did not assess [the] capacity of {the} organization and costs,” and
“Batly wathing on cost overruns and undefined scope depletion were not dealt with in a
timely mannes.”

Concenttic concurs with these assessments, and notes that many of these issues have been remedied
tirough changes in procedures and the organizational structure since July 25, 2009.”

B. -Tuly 25 Information Flow

As part of its transition, the new EPU senior management team has undettaken a process to revise
many of the EPPIs to address many of the lessons leatned that were identified in the July 25, 2009
ESC presentations. As desctibed below, this process has included extensive revisions to BPPls-300
and 340.

With gepard to BPPI-300, this instruction has undetgone nt least four revisions since July 2009 and
has been updated to include mote rigorous trend identification, to mote cleatly define the roles of
each person involved with the trend program and to define the imefiames for review and approval
of these forms. ‘These revisions included a revision to the SCN/TN forms. This revision changed
the name of the form to explicitly include forecast vatiations. Similatly, the SCN/TN forms being
issued by the Project today dictate the source of the funds for each scope change or forecast
vatisnce. The options for these funds include: 1) No change to project budget; 2) Contingency; 3)
Variance to approved budget; 4) Other. Nonctheless, the EPU Project continues to use the
contingency allowance to fund scope changes, tather than maintaining the contingency at a level that
appropriately reflects the tisk to the cost forecast. Concentric belicves scope changes should be
funded through a forecast variance to eliminate the use of continpency as a forecast balancing
vatiable. "This is consistent with NPPI-304 which states the following:

9 LRPU lessons leaned PPL from Apail 2010,
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“Contingency usually does not include changes in scope, schedule or unforeseen
raajor events such as strikes, tsunamis, hurticanes ot earthquakes.”

Lastly, the use of the trend program is improving with greater alignment between the Risk Register
and the Trend Register,

Concentric notes that issues of the project contingencies, risk register, and the relationship of each
to the cost projections are being addressed by the wotk soon to be completed by High Bridge.
Furthermote, on May 1, 2010 FPL filed an updated cost estimate range and Ffeasibility analysis with
the FL PSC. This updated cost estimate range ineluded incteased allowances for undefined scope
and risk. It is our understanding that EPU management considets its current approach ta be an
interitn solution until the High Bridge results have been received and roviewed, and that the High
Bridge results will be used to compare against FPL’s cutrent cost estimate range.

C. Conglusions Re lovw ihration within FP

Concentric has concluded that the EPU Project teain did niot adequately comply with its and FPE’s
published procedures for developing, cstitmating, approving, and tracking revisions to the cost
estimates and/or budget prior to July 2009, It is clear that the process requited for releasing funds
from the contingency was not followed, and that all revisions to the cost estimates have not been
teacked through the trend program. “Fhese facts have resulted in widespread confusion within the
organization regaeding what the current approved budget or cost forecast is at any point in time,
who has to approve changes to that budgpet ok cost forecast, whether there is a meaningful difference
between the terms budget, cost estimate and cost forecast (all of which are vsed in different standard
reports), and how to measure and seport variances from the budget/estimate/forecast. Many of
these same points were acknowledged by EPU management in the lessons learned sections of the
July 25, 2009 ESC presentations, Here the comments were made that “Tndividual Modification
Budgets and Site Depactinent budgets [were] not established...did not use formal process such as
Plant Review Board to approve scope growth during design process prior to 01/01/09...no formal
cost benefit was performed on design changes.”

Finally, due in latge patt to the confusion discussed above, our review of the EPW's standard reports
ancl presentations has made us aware of severnl reports that were issued with some incorrect or out-
of-date information. These problems peisisted after July 25, 2009 in the Monthly Operating
Reports (MOPRs), monthly cash flow reports, and 118C presentations. However, post-July 25, 2009,
the correct and updated information was available in the EPU Project’s presentations to the ESC,
We also received reports from individuals within FPL that documents they were responsible for
preparcing were changed, after the originator had issued them, by someone else in the organization
and often with ne explanation as to why the changes were made. In other instances, individuals
wete told to make changes by sonicone else within IIPL. These accounts ate difficult to verify, but
they do not represcnt a sinple account or example. In addition, Concentric has received some
documentation to cotroborate these nccounts, Some of these actions are attributed to managets that
ave no longer in the BPU organization, but they demonstiate the need for more definitive docament
control and ownership proceduces,

# 1bid.
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X. Recommendations for Improvements Related to FPL’s Internal Distribution of Cost
Hstimates

Concentric’s investigation into FPL's internal disttibution of EPU Project-related Information
produced the below list of recommendations for process improvements. Many of these
recommendations are intended to improve the distribution of Information within FPL, and the
NCRC docket team. In certain of the recommendations listed helow, Concentric has noted that
changes to the EPU Projects since July 2009 may have already addressed these recommendations.
In those instances, we are stating the tecotnmendation to demonstrate that ali of the issues raised in
this repott are being, or have been, adequately addressed,

1. To ensure that FPL and the EPU Project team should establish and implement explicit
teport owners (by repott). In addition, FPL and the EPU Project team should establish and
implement an explicit report sign off or dissent procedure that is analogous to the *blue
sheet™ sign-off procedure vsed for inforimation sourced from outside the business unit, In
adldition, the report sign-off and dissent process should include a link to 2 company program
for anonymously notifying superiots in the event.of a concern with project repotting,

2, To the extent that a performance indicator (e.g., preen, yellow, red) relies upon a calculation
in ordet to produce a pasticular indicator, the result of the underlying calculation should be
reported along with the performance indicator (e.g., budget or forecast performance). By
providing the result of the undetlying calculation, a report prepater or reviewer cfin quickly
identify any disctepancy between the performance indicator and the calculation that
produced that indicator.

3 FPL should consider changing the reporting relationship of the EPU Project Controls
Director. While the change in reporting from the EPU Project Ditector to the Vice
President of Power Uptrate in 2009 was a positive development, the reporting relationship of
the EPU Project Controls Director may be improved by including either a solid or dotted
line outside of the BPU Projects. ‘I'his could impeove the independence of the Project
Controls Director and his staff. Concentric notes that future, large scale projects could
benefit from an independent project controls arganization that incorporate best practices
from across the organization,

4, FPL’s current approach to establishing the EPU’s contingency (Scope Not Defined) uses the
contingency as the balancing variable to maintain the projects within thelr cost estimates.
"I'his is not consistent with FPL’s EPPI-300 or with sound project managément practices.
The contingency should be based on the level of uncettainty in the project, which is best
captured through a probabilistic analysis of the cost estimate. Reductions in the contingency
should not typically be used to fund scope changes, and the contingency should only be
released if the uncertainty assoclated with the project has declined, Concentric notes that the
appropriate level of the contingency is an issue that Is being addressed by HHigh Bridge In its
current independent review of the project cost estimate. In addition, the EPU Project has
established a revised cost estimate range which was used in the Company’s féasibility analysis
and provided to the FL PSC on May 1, 2010. The EPU Projects should establish a formal
internal process to approve and communicate EPU budget, forecast or estimate changes on
a total project basis each month (i.e., not annual). ‘This process should include a distribution
checklist to make certaln all reports are updated consistently once a new budget, forecast or
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estimate is approved. Concentric notes that EPPI-300 has been revised twice since July
2009. Ifimplemented thorougbly, these changes should address this recommendation.

5. To the extent CRs are tilized to document potential budget or cast estimate challenges, the
CR closure processes should be revised to prevent the closure of a CR prior to the
completion of a tisk mitigation plan. In the altetnative, risk mitigation plans can be tracked
separately, but must not be closed until each of the action items listed on the tisk mitigation
plan ate completed. Additionally, the completion of all action items must be documented
and those documents should be preserved in a central location. Concentiic notes that the
LPU management team is already planning to address this change within the EPU action
item list.

6. FPL should continue to maintain EPU Project staffing as a high priority, A sufficient
nuinber of staff members are required to maintain adequate project control, including the
updating and production of project repotts. Throughout out investigation it was noted to
Concentric that many within the otganization were overwhelmed with the amount of work
that must be accomplished given the “fust-tracked” status of the projecl. At times, this may
have contributed to the jnconsistency or inaccuracy of certain project reports.

7. The TPU Project team should document the names of each ESC presentation attendee and
maintain this list of attendees with the ESC Presentations. ‘This will increase the overall
transpatency into the EPU Projects and document that the proper level of ovetsight is being
provided to the EPU Projects.

8 'The results of this investigation should be provided to the Corporate Responsibility Officer
for use in improving employee confidence throughout the organization. Our limited sample
of Interviews indicates that thete ave, or have been, concerns about the uniform adherence to
the non-retaliation provision of the Code of Conduct.

9. Concentric suggests FPL instilute & procedute for conducting otpanizational readiness
assessmetits priot to commencing new complex, large-scale projects. This procedute should
include a docwmented review of the Project Plan to ensute that it adequately details how the
project is expected to evolve over time and ensuwte proper expectations related to
petformance reporting and measurement are communicated throughout the project teains.
In addition, these assesstuents should Include a detailed review of exccutive management’s
expectations regarding the development and updating of the project schedule, cost estimate,
budgets and repotts,

10.  Concentric and the EPU Project management team should conduct an jnvestigation close-
out mecting at the end of this investigation, This meeting will review Concentric’s findings

in this investipation, addtess management’s response to those findings and discuss ways in
which processes ot procedures could be improved to prevent similax project challenges.

e,
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Exhibit 2: Engagement Letter

Flosida Power B Light Company, P, 0. Box 14000, Juno Beach, F1. 33¢08-0420

; *Lew Dogartmant
L 3
===
March 15, 2010
John Recd Y
Chlof Bxeoutive Officer

Concenirle Buergy Advisors
293 Boston Post Road West
Sulte 500

Muarlborough, MA ™ 01752

Re:  Independent Investigation of Febroay 19, 2010 Correspondence to Mr. Lewls Hay, FPL
Group Chairman and CEO

Denr Mr. Reed:

The purpose of this loter Is to request that yowr compaty conduct an indepondont factual
investigation with respect to Ihe statements and subject malter oontained in tho foforenced
correspondence, a copy of which i3 atinched, with the oxception of matlers pettaining to the employse
performanoe revlew of the author of the correépondence.

The engagement should be handled subjeot to the terms and condittons of the consulling services
agresment amendment that applies’fo your company’s work for BPL through December 31, 2010, and
bilted to FPL separately from otlier work performed under that amendinent,

Please direot any requests for support or information reguired 1o sapport your work to me, and
roport tho resulls of your Investigation to me. ¥ would approclate it if youwould sign and returm a sopy of
tlls lotter to me acknowledging agreoment to perform the above-referenced scope of work subject to the
ferms stated herein.

4

Enclosure

- ACCEPTED AS ovﬂbﬂ_d\ 15 2010

on FPL Group company
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Exhibit 3: Previous Concenttic Projects for FPL
Project List for Flotida Power and Light
NAME START DESCRIPTION
DATE

FPL Regulatory Advisory 4/1/2005 Witness training to help FPL prepate for the
cross- examination phase of their rate case

FPL New Nuclear Filings 7/25/2007 | Provided Florida Power & Light Company with
regulatory support seevices and expert
testimony associated with its Necd Study filed
with the Florida Public Service Commission
and Follow-on support as needed at the NRC

FIPL New Nuclear Cost 4/12/2008 | Prepared expert testimony on behalf of FPL to

Recovery Clause Filing support the reasonableness of their project
management, risk management and cost
eslimation practices,

FPI. Rate Proceedings 472272008 | Retained as a consulting expert in anticipation

Support/Benchmarking of possible future I'PL rate proceedings

FPL Rencwable Portfolio 12/31/2008 | Assisted FPL with an asscssment of vatious

Standard mechanisms that have been developed both
nationally and internationally to promote
renewable technologies

FPL 2009 New Nuclear Cost 1/1/2009 Prepated expett testimony on behalf of FI'L to

Reeovery Clause Filing suppott the teasohableness of their project
management, risk management and cost
estimation praclices.

FPI, Secutitization Testimony 1/15/2009 | Provided testimony cominenting on state
issuance of securitization bonds fot new nuclear
plants.

FP&L, 2010 Nuclear Cost 1/1/2010 Prepaced expett testimony on behalf of FPL to

Recovery Clause Filing suppott the teasonablencss of their pocjet
management, tisk management, and ocst
estimation practices.

Page 1ofl
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Exhibit 4 - Concenttic Data Requests

Request #

Request

Received

i

All data request sesponses or production of
docuntents related to the EPU Projects from
Docket 090002.EL 1 se related to the
testimonies of| &

3/26/2010

A list of all FPL employees or contractors
warking on the BPU or telated projects who
were involuntarily terminated, reassigned of
wansfletred between July 2008 and today,
including » list of the reasons for each
employce’s or contractor’s involuatary
termination, reassignment ot transfer. ‘Uhis list
should include the reasons [or the involuntary

(Yltermination of

4/8/2010
4/19/10
(Contractors)

Any employee concerns or condition reports
issucd between July 2008 and today, and related
to the EPU cost estimate o schedule, and all
emplayee lettess to TPL employees or Board
membets expressing concerns or allegations
petiaining to the FPCS nuclear cost cecovery
proceedings.

3/26/2010

Al exccutive management zepotts, briefings ox
presentations related to the EPU since
Deceinber 28, 2009,

4/1/2010

AH BPU MOPRs since 1/1/2010

4/1/2010

A list of the EPUI employees ot contractors and
the dates of all training on the FPL Code of
Conduct and Einployee Conceris Progtam.
Tlease inclucle all materials used during this
training.

Would it be posstble to get a copy of CR-2008-
114437 This was referenced in CR-2008-37753

3/30/2010

The last page of this document includes a
document entitled “High Risk Mitigation Plan®,
‘I'hat document includes a list of 6 mitigation
rctions, responsibility for completing those
actions and 4 due date for each action. Would it
possible to find each of the documents that wete
developed in tesponse to mitigation actions and
detesinine when each mitigation action was
completed?

3/30/2010

9

With regard to the atached 2009 DR response,
would it be possible to get the amounts that are
redacted from the table on Pg. 2-3

3/31/2010

4/6/2010

calculations for alt AFUDC smounts (i.e., ~$350,
$370, $200 M, ctc) presented to FP1.’s

executive management between Januacy 1%, 2009

and today.
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Exhibit 4 - Concenteic Data Requests

Request #

Recelved

4/6/2010 |

;
4
5

Request

the lessons learned documented in the July 25,
2009 Executive Steering Committee
presentations. These lessons learned can be
found on pages 51-52 of the PTN prescntation
and pages 38-40 of the PSL presentation, This js
written confirmation of a xequest given t

orally.

4/7/2010

1/6/2010 &

Please confirm whether there was an August

ZExecnﬁve Steering Commitice

!i wovide a copy of the presentation or report used

meeting/prescntation. I there was, please

hing the meeting,

4/6/2010

4/6/2010 'PSL BPU itivinr Analysis from Febuourry,
|2(-2009 from

4/6/2010
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Exhibit 5: Documents Relied Upon

1. Annual Cash Flow, PST, EPU Project, August 1, 2009

2. Annval Cash Flow, PSL EPU Project, October 1, 2009

3. Aonual Cash Flow, PSL EPU Project, October 2009

4, CR 2008-11443, April 3, 2008

5. GCR 2008-37753, December 10, 2008

6. Direct Testimony of John J. Reed, Docket No. 090009-EI, May 1, 2009

7. Ditect Testimony OFDocket No. 090009-E1, Ex111b1t1 May 1, 2009
8. Direct Testimony of i Docket No. 090009-EI, May 1, 2009

9. Direct Testimony o Docket No. 090009-El, May 1, 2009
7 to anonymous recipient, March 26, 2009:

10. Email feom

11, Email from dated Match 19, 2010, to James Poppell, John Reed, Sam Eaton, re:
For your cot '
12, Email from o Samuel Eaton, Project

Manager, dated March 10, 2009.

13, Engagement Letter from M John Reed, Re: Independent Tnvestigation of
Februaty 19, 2010 coriespoiiden al. Lewis Hay, FPL Group Chairman and CLLO,
March 15, 2010

14, BEPPI-300, Project Change Control, Rev 00

15. BPU lessons leated PPL from April 2010

16, Extenced Power Uprates, Executive Steering Committee Meeting, Saint Lucie & Turkey
Point, May 1, 2009 '

17. Bxiended Power Uprates, Executive Steeting Committee Mecting, Saint Lucie 8 Turkey
Point, June 23, 2009

18. Extended Power Uprates, Executive Steering Comnmittee, St. Lucic and Turkey Point
September 9, 2009

19, Bxtended Power Uprates, Executive Steering Commmiitee, St. Lucie 1nd Tutkey Point,
October 22, 2009

20. Bxtended Power Upiates, Exccutive Stecring Committee, St. Lucie and Turkey Point,
Noverber 13, 2009

21. Yixtended Power Uprates, Project Update, Saint Lucie, July 25, 2009

22, Extended Power Uprates, Project Update, Turkey Point, July 25, 2009

23. FI, PSC Dacket 080009-13T Tns Re: Nugclear Cost Recovery Clause

24, FL PSC Dacket D90009-El, Int Re: Nuclear Cost Recovery Clanse

25. FL PSC Docket 100009-1L1, FPL Notice of Intent to Retain Pacty Status, January 6, 2010

26, Florida Power & Light Company, Code of Business Conduct and Eihics, most recently
revised October 16, 2009

27, Flotida Power & Light Company’s Petition for Approval of Nuclear Power Plant Cost
Recovery Amount for the Petiod Januaty — December 2010, May 1, 2009

28, Flotlda Power & Light Company's Petition to Determitie Need fox Expaasion of Electeieal
Power Plans and for Exemption from Rule 25-22.082, 11A.C,, Docket No. 070602-1%1,
September 17, 2007

29. Flotida Public Service Commission, Order No. PSC-08-0021-FOF-EJ, January 7, 2008

30 Lo ter

31. Meeting request For EPU Saturday Session, July 26, 2009, 8:00 AM to 3:30 PM

32, NPDI-304, Estimate Preparation, Rey 0
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Exhibit 5: Documents Relied Upon

| 33, PSL EPU Modification Scope Review dated June 16, 2009
‘L 34. P'IN EPU Scope Review dated June 2009

3 35. Response to Docket No, 090009-El, StafPs Fifth Set of Intetrogatoties, Interrogatory No.

53
36. Shaw Stone & Webster, Inc,, St, Luci - Plant, Batance of Plan
£ i /) Fcbmary 2008
7 37. Shaw Stonc&\\’cbstcl, Ine, Point Nuctear P
& y, Februaty 2008

9 38, Sunimaty Cnsh Flow BPU Total 090217 R:vscwed xls, “PSIL BPU Project

(v 17.2009
t) 39. Total Project Cash Flow, PTN EPU Praject 2009, May 31, 2009
{1.40. ‘Total Project Cash Flow, PTN EPU Projeet 2009, August 2009

(] 41. Total Project Cash flow, PTN EPU Project 2009, November 2009
{442, Transcript of Direct Examination O_Scptcmbm 8,2009

®)3
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} Exhibit 6: -Lcttet, Inteclineated

7 Februmy 19,2010

Mr, Lewis Hay
Florida Power and Light

‘(' FPL Growp Chairman and CEO
700 Universe Blvd.

é Junop Beach, FL 33408

¥ Dear Mr. Hay:
9 1am writing to you with my concerns about cost performance in Nuclear Projects and Extended

12 Power Uprate (EPU) in 2609, With the exodus of thie entire St. BPU Project Management Team, 3
I} am being cited as one of many targets in the failure of BPU in 2009,

y, T was hiired asm) May 2008 by Il
I December of 2008 my counterpart for was released, Twas told by the
vould have to assume the BFU responsibility as well
I s my ourcenlroli. it fanuary ] oth positions reporiing to *I had over
{100 peaple (confraciors and FPL) seporting to e at five sites and a Cotporate Project Controls
(r i July 2009, which is when I left EPU, until November 2000, I reported again to
i hite repouting to NN hemumber of times he thought I was
i§ domg a good job. During the time I worked for! re took me to dinner and cxpressed

vhis appreciation for my suppott while working for rim,

U In my review T am accused of not providing adequate information or forecasting for both the EPU
T Project and Nuclear Projects in 2009.

FPL 152932
NCR-10

2% | Concentric has found no reason to dispute any of the assertfons above. Concenirfc's
24| scope of work doss not include any lssues relaled to the employee’s performance

15 | appralsal. It Is anding that FPL has independently illaled corrective
26 | action regarding review. See Seclion | of the repont.

27 To my kitawledge there was never a major issue with a Monthly Variance Report or a Site Project
2% Status Report for Nucleat Projects. From a Project standpoint, all projects were on targel or
24 explained in variances. 1 do not believe any cited issues wers a result of n Project Controls
Y sharteoting. For Power Uprate, 1y Project Confrols Team developed extensive project
%1 indicators in February of 2009 and patterned them afler those used to support the "Big Dig"
W2 Boston Artery. These indicators included Eacned Value Melvics, These indicatoss were approved
%3 by the Project Team and presented to n March 2009, The original indicators ave stifl
44 on the EPU SharePoint website for you to view, The issues effecting project performance for
25 BPU were the fact that the BPU Project Teams could not suppoit uptate of the indicators due to
3b continuing baseline reviews and scope additions that wers not previously identified.

%1 | Concentric generally concurs with these assertlons; while we refse concermns regarding
3 ¢ | certaln procedures within the Project Conirols group, we <o nol belisve fhat the EPU's
341+ Projact Conlrols personnel or work product is or has beon deffcfent. Concentric agrees
YV | that prior to July, 2009 the ongoing baselfine reviews and scape additfons were the
LY prinelpal drivers of eost uncertainly. See Saction IV of the rapott,

(o
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I Exhibit 6 -Letter, Intetlineated

1 The scoping study and budget estimates were completed by the Shaw Company and were
% commissioned by the VP of Powes Uprate and completed before I joined the Project.

Y | Concentric nofe; Shaw's scoping estimates were completed in February 2008. IR
S | ERjoined FPL in May 2008 and the EPU Project in January 2009.

{' These estimates were nol adequate and Sy, Management continved changing philosoplyy on what
7 was fo be included and not included in these estimates, As a result there was 1o Project baseline
¥ established and overall Project performance was very poor. The |G o

& complain about having poor performance indicators however as Project Controls, we could not
1 deliver a positive message if there was none to deliver, The situation continued to worsen

i} through the spring of 2009, Project Managers and Engineers were niot cerresting issties and the
1L Sr, Mansgers would not accept the poor performance messages.

13 | With the benefit of hindsight, it Is clear that the Shaw analysls did not include all of
IM| the scope required for the tprates; however, Concenlric has not developed an
(5] opinion as to whether if was rellable or adequate when it was prepared, Concentric
16} did find evidence of concerns with the study's completeness shortly after it was
17 prepared (soe Reporl Section V) and of frequent scope changes throughout the
1§] history of the EPU project. We viaw these scope changes as the predictable rasult
1§} of more detaifed englneering analyses, which were the principal cause of the poor
U} performance indicators.

U | Our interviews provided credible evidence that prior to July, 2008 EPU senfor project
T management was slow to respond when presenfed with revised cost forecasts and
V3| concemns about the reliabliity of the Shaw sfudy. See Report Section VIIL.

29 Thmvas told in late 2008 before I was assigned to EPU ihat {he projects
2% were In roudIe.

o

Concentric was able fo confirm through the course of ils inferviews, thal the
f‘ﬂ was alerfed lo the potential for increased cost estimates at
Ly | PTN in lale 2008. in addition, Concentric hoted and reviewed two PSL Condillon
41 Reporis from 2008 which Indicated the polentlal for additional scope and cost
| challenges. See Seclion IV of the repon.

9 My Teamn continued to deliver this message along with poor weekly performance reviciws.

72 Finally, in July of 2009, Sr. Management decided it was time to inform Execulive Managers of
42 the poor condition of EPU which precipitated the replacement of the entire EPU Project Sr.

34 Management Tean.

% | Concentric has confirmed that the Projsct Controls group continued fo present EPU
WY senior management with dociimented concerns about the project’s cost forecast in
Y the first few months of 2009 (see Seclion IV of the reporl) This information, affer
A\ belng briefly raised in the June, 2009 ESC meeling, was presenlad in detall to the
A} ESC In July, 2008, it [s also Goncentric's underslanding that during the time period
‘i between June and Jufy 2009, exectlive management made the decislon to change
UH much of the EPU senfor project management.

Page2of4 7,f€
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| Exhibit G-ettcr, Interlincated

T My Project Controls group prepared detailed reviews that were presented to Mu. Jim Robo late in
% Iuly 2009 on the poor condition of EPU.

1

The July 28, 2009 ESC presentations presented defailed cost reviews. Conceplric’s

ferviews confinmed the altendance of] i Roboh
and representalives from Bechiel, amongst
7| othars. See Seetion IV of the report.

Y At thetime, the cost overview for PSL was: Original Budget $656MM, Current Farecast
$795MM showing a negative variance of ($139MM). For PTN: Original Budget was $749MM,
v Current Forecast $909MM with a negative vavlance of ($160MM).

|

Concentric has confirmed these values. See Seclion IV of the report,

{1 St otnkisty i ekl
] (Simiiniaply. These numbers cleaily show the gravity of EPU negative performance, To my

If  knowledge, these numbers have continued to worsen with the new Project Team to where for

(Y P'TN and PSL, the Team docs not have g clear idea of whal the final costs will be.

& | Concentric's scope of work focused an the Florida EPU projects, not Point Beach in
7] Wisconsin. Following the July 25, 2009 ESG presentations, the EPU project team
5| has reported additional cost escafation af FTN & PSL in ESC prosentations. The
41 forecast as of December 2009 was $831 MM for PSL and $1012 MM for PTN, The
W| current forecast for both PTN & PSL remaln under review pending a third party cost
U] analysls for PTN U3, See Repoit Section Vill.

22 1 am concerned about how FPL will report these findings at the upcoming PSC hearings, Any

23 information from EPU other than which was presented 1o Management last sunumer will be a

24 manipulation of the truth, Current reporting for PTN and PSL does nat contain information

W showing thers is serious trouble wilh these Projects, The trouble was enough to replace the entire
Y, Sr, Project Team.

@)
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I Exhibit 6: -.ctter, Intertineated

Enclosed with (his letter are the presentations given 1o Mr. Robo last July, If you investigate
current estimates for PTN and PSL, they were stated in November 2009 as being the original
Shaw cstimates. Currently the nuimbers are in yeview:,

mtafed that his concerns about reporting to the PSC were generated by
f the Novermbaer PSL Annual Project Cash Flow and PTN Total Profect
Cash Flow reports. Concentric has reviewed the raports clted by_ana’
has delermined that he is correct that they incorrectly refied upon the original nesd
defermination cost estimates. These Inaccuraclas were corrected on a going forward
haslis prior to this Invesligation commencing. i nol seem aware of the
post-July 2009 ESC presentations or the revised cost forecast presented thersin.
Concenlric has canfirmed that the correct information about the post-July 2
{{ stalus of the cost estimates, including the July ESC presentations allached by

'e = S et W gy ~

by

ko 1is letter, was provided by FPL fo the PSG staff as part of its review for the
(§| 2070 NCRC. See Section iV of the report. :

f For TBN, the estimalo was slated in December 2009 as being $552MM and currently I believe it
{7 is aver $600MM. That's almost 2 times the original Shaw budget cstimnte,

{§ My team defivered the correct message to Sr. Management, Sr. Management did not want to

1y nccept the message. My Final Bvaluation for 2009 is the only poor evaluation T've ever had in

1) my entire carcer having worked in Project Controls for some 30 years. My former positions

U before coming to FPL were with ARES Corporation, Burlingame, CA where I was Project

L Controls Consultant/Manager for NASA. in Houston working with the Program Management

13, Division of the International Spnce Station, Also willh ARES, Twas a Project Consultant for the

| DARHT Project (Dual Axis Radiogeaphic Hydrotest Facility) at Los Alamos National Laboratory

% where 1 was part of a Project Team that earned the DOE Excellence award for Defense Systems,
For the record, my Team told the truth about the EPU financial condition and that fruth did not

1 meet FPL expectations.

Y Finally, I know this letter comes al a lime when FPL has ordered the investigation of employee
Y concems stemming from (he Jan, 20" aud Feb, 4™ fetters. I am in no way associated with those
Iciters. I only seek to express my concern about upcoming PSC hearings and my unjustified

4 negative employee review. I have copied my supervisor and human resources.

32 Thank you for taking the time to read this letier,

Page 4 of 4
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Exbibit 7: Match 19, 2010 - Email
Sam Eaton
! From: I —
1 sent: 9. 2010 8:21 AM
To:
a‘,Gc: . Il John Read; Sam Eaton:
Suhject: For yout consgideration =
b Importance: High

7

9 Inmy opirion, my relationship with _is becoming increasingly strained. | don't feel T have a success path
i to developing a professional relationship with him that can benefit FPL, He has been cordial in public but in the one-on-
v

one dosed door“touch base” session we had yesterday he continued to telt me how dissatisfled he Is with my
t| performance. He has not put me on a formal A-PIP that i'm aware of fas | discussed with you) howsever, he has given me
{1 exercises (with changing verhal expectations) that makes me suspect he thinks he's established me in the progran. |
1 feel, especially with early departure yesterday, that 1 am the next target for ellmination from N
1Y organization. He told me In private that he does not intend belng fired as his predecessors for poor performance and he
i will not let a few "stupld” people affect his management effectiveness,

(L I feel it's Ume for me to develop an exit strategy from FPL. | need to discuss this with you at our next meeting since | still
17 have financial commitments froni when | was hired. 1 need to minlmize my financlal exposure In leaving the campany.
{¥ Also, as a part of my own professlonal attitude, | want to make sure there is an adequate turnover for someone chosen

{9 to be my successor.

¢ Thank you in advance for your help with this and 1 look for to speaking with you scen. Hopefully we can have this
discussion early next week,

{2

1
Pag_'e‘ iofl
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' Sha\v BOP Scoplng Studies for PTN &
PSL, 2/2008
T 4/3/08 CR 2008-11443 initiated: "RBPU Project Feasibility
3 Study may not have captured the full spectrum of
Y modifications necessary ..."* CR 2008-11443
5 notified; High Risk Mitigation Phan developed; no
b follow-up seports found in file.
Z 5/08 lired as etter dated Februaty 19,
I e 3 THELYIEWS .
% 5/15/08 |BPC costs for PTN EPU estimated to be
10 $225 200, based on Shaw estimates; included in 7/25/0% BSC Bricfing, PIN, p. 20
fi |scoping analysis. _
[ird 3/08 ST, BPC trend would increase budget for EPC
3 from $74 MM to $84 MM with the note "Potential |- .., .
Y sighificant overrun-detaited proposal evaluation PSI Trend Register
ghitlcant ox alicd prop
i35 tequited.” o
16 a9/08 PSLL EPC trend would incrense budget for BPC
{7 m?ﬁ MM with the note PST. Trend Register
iy orecast based upon current
{4 rategy.”
W 10/08 PSI, RI’C trend would Incresse buclget for EPC
?:L‘ 39 MM with the note PSL Trend Register
7 n
2% | 10/15/08 |EPC cosls for PTN EPU estimated to be ,
24 $212.9MM, based on Beehtel indicative staffing 7/25/09 TESC Briefing, PIN, p. 26
2 11/08 PSL EPC ttend would increase budget from $74
U MM to $138 MM with the note 'ﬁ BSL Trend Register
21 Forecast",
] 11/7/08 |EPC costs for PIN EPU now forecast to be .
Z?’-{ 2620M vs. $225MM in scoping analysis, 1/25/09 ESC Bricfing, TN, p. 26
] 11/22/08 Ictter dated Februaey 19,
31 leaves project. 2010; Interviews; EPU_MovementOut
OF EPU Since July 2008.X1L8
32| 12/1/08 |PSL project controls identifies potential cost over-
3% run following award of Bechtel EPC agreement. |, o
E3) Preliminaty forecast provided to EPU senfor project flerview
3 management.
96| 12/10/08 |CR 2008-37753 initiated: PSL EPU should have
37 Change Management Plan developed and
k2 documented; CR 2008-11443 raised issue butwas  [CR 2008-37753
17 closed with no additional activity traced; "missed
“y opporunity”.

ICDR 8.3 Supplemental

ssumes additional role of t___mcr dated February 19,
2010; Interviews '

(@

Pagelof 8
CONFIDENTIAL

011437




FPL 152938

CONFIDENTIAL NCR-10
CONFIDENTIAL
l A 3 LExhibit 8: Chronclogy

TDATE EVENT. SOURCE,

I PSL EPC trend would increase budget from $95 |]

T MM to $234 MM with note "Forecast based upon ¢l

3 2/09 data received From Bechiel to date-additional PSL Trend Register

Y cladfcatlon will follow with agteements on target

'y puces.” .

2/17/09 ﬁo scuss ctianges to the orecast. SUMMARY CASHFLOW EPU TOTAL

§ Draft analysis indicates PSL cost esthmate js $785 090217 REVIEWED.XLS

7| MM, $134MM above scoping estimate,

0 2Mcsigns for Interview; EPU_Movement of out EPU
H pettormance 15sucs. Project Since July 2009.XLS

fird PSL EPC trend would increase budpet for EPC

{3 from $95 MM to $235 MM with note "Forecast

N 3/2009 based upon most recest data received from Bechitel, [PSIL T'rend Repister
;’ ¥ Bechtel to provide total project forecast by

H g n

7 sked to remove preliminaty forecast

ly Lo Site Monthly Cost Report and to

I replace the preliminaty forecast with the original - - _
(& 3/26/09  |need determinatioh forecast until the prc]im? Ly by it (e

Y tis more certain, Interviews indicate SRR D 2 A

T was fot satisfied with this outcome,

j Last date of documents typically provided to FL R

24 e PSC Internal Controls mtt)d[;lors.y Tnterview

2] PSL EPC wend would increase EPC budget from

2 $95 MM to $235 MM with note "Forecast based . .

27 24 upon all data received from Bechtel to date- PSL Tread Register
U Additionat efforts underway to teduce forecast."

(A ESC advised that Bechtel estimate is greater than

2 bid; cost forecasts for PSL, ($682MM) and PTN

3 5/00 {($770MM) yernain unchanged; cost indicators for  |5/09 ESC Briefing, pp. 3, 4, 27, 28

1 PSL ate alt precit; cost indicators fox PTIN are mixed

3 red and preen,

yal W—_msigns Interview; EPU_Movement Out of EPU
%5 oM project, Since July 2009.XL5

H

Page 20f 8
ICDR 8.3 Supplemental CONFIDENTIAL 011438




CONFIDENTIAL

A

FPL 152939
NCR-10

CONFRIDENTIAL
Exhibit 8; Chronology

IVEN

| -filed dirvect testimony submitted to
z s "The EPU projects are progressing
%3 on schedule and within budget" and "At this lime,
Y FPL has not identified any need to revise the total
-3 non-binding cost estitnate provided last May in
b Trocket 080009-EL * Sponsors Schedule T'OR-7
7 5/1/09 which includes $1.4 B project costs ot $1.7 B in- AL irect Testimony o*
& sepvice costs. States this represents the current M{; 2, Appendix I, Pg,
9 estimated in-service coste. FPT, also subinitted the
‘;‘-’) pre-filed, direct testimony ol
R
{3 and My. John J. Reed, Chiivman and CEO
14 of Concentric,
iy PSL Annual Cash Flow Repott includes preen
lo performance indicator for budget forecast. Notes:
1 5/1/09 "Cost stalus is hased on the current approved PST. Annual Cash Flow Report, 5/1/2009
fy Project funding. Detail forecast at Completion is
fy underway." Total Project Cost Sumimary Jisted a8
(2 under review.
2 PTN Lotal Project Cash Flow Report includes red
q'# petformance indicator for budget forecast. Notes:
za‘ 5/31/09 "Cost status is based on the current approved PIN Total Project Cash Flow Repot,
QZ_ Project funding, Status will be ceset upon approval |5/31/2009
$ of additiona! fond s applicable.” Total Project Costy
% __|Summaiy listed as 747 MM, _
bag] Work on revised P'IN & PSI, cost forecast begins
ty| Late May 09 |following 2-3 weeks of intensive review of PBN Interview
24 forecast and re-estimation,
£ PSL BPC trend. Would increase budget for EPC
gl from $95 MM to $235 MM with note "Forecast
73- 6/09 based upon all data received from Bechtel to Date- |PSL Trend Register
33 Additional Efforts Undetway to Reduce Foreeast.”
Al PI'N Total Project Cash Flow Report includes red
k1 performance indicator for budget forecast. Notes:
% "Cost status is based on the cusrent approved PTN Total Project Cash Flow Repott,
37 6/09 Project funding, Status will be teset upon approval {6/2009
E)) of additional fund as applicable. Total Project Cost
24 Summary listed as $745MM,
Y PTN EPU Scope Review. Recommended deleling
uf steam generatox P replacement, replacement of
K 6/09 No.1-4 [eedwater hentess, replacement of 1 SIP PTN EPU Scope Review, June 2009
L HIX, excitet rewinds, and SV replacement from
iy REPU scope. Downsized 1 new SFP X,
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THDATEY EYENT i
{ PSL Anntaal Cash Flow Report includes yellow
?3- petformance indicator for budpget forecast. Notes:
"Cost status is based on the current approved ]
l”{ 6/1/09 Project funding, Detail forecast at Completion is PSL Antual Cash Flow Report, 6/1/2009
5 undetway." Total Project Cost Summary listed as
b "In Review". )
7 Bechtel subimits 150 forecast for FIN EPC costs at
& 6/3/09  |$333.6MM vs. §225.2MM in 5/08 scoping analysis, [7/25/09 ESC Bricfing, PTN, p. 26
plog analy B p
i " |PSL BPU Modlification Scope Review, T
;'? Recommendert deleting U1 exciter rewind, No. 5
feedwater heates, tepowering condensate pump C, 6/17/09 PSL BPU Modification Scope
1 6/17/09  lpuschase of one civculating water pump totating 1o .
{7 assembling and refurbishment of others, and DEH even
’i constant pressure pumps from EPU scope. Limiled
) phenmatic controls replacement.
s FSC advised that Bechtel estimate is greater than
] indicative bid, but that PSL and PTH cost estimates
ly remain unchanged at $682MM and §770MM; SNE \
{ 4 6/23/09 (conlingency) has declined from 182NN to 6/23/09 BSC Bricfing, pp. 3, 4
o $14MM for PSL and from §204MM to $2BMM for
s PIN.
22 Pi'N Total Project Cash Flow Repott inclucles red
3 performance indicatot: for budpet forecast. Notes:
i /09 "Cost status is based on the enrrent approved P'I'N l'otal Project Cash Flow Report,
U Project funding. Status will be reset upon approval [7/2009
2% of additional fund as applicable. Total Project Cost
* Summary listed as $745MM.
14 Bechtel submits revised P50 cost forecast for TN
uy 7/1/09  |at $337.30M vs, $225.2MA in 5/08 scoping 7/25/09 BESC Briefing, PTN, p. 26
W _lanalysis, ~
MM PSL Annual Cash Flow Report includes yellow
11 performance indicator for budgel lorecast. Notes:
73 "Cost status is based on the current approved
2 e Project funding. Detail forecast at Completion is Al Cerib o Reperty 72
Ay underway." Total Project Cost Summary listed as
b ___|"In Review",
57 Bechtel recduces P50 cost forecast for PTN to .
7 SR 3277.5MM as result of scope reductions. 7/25/09 BSC Briefing, PIN, p. 26
A% _ _ tier dated Febroacy 19,
| 7/20/09 tratsferred back 1o Nuclear Projects Orpanization. 2010

1 7/20/09 ninounced (Interviews;
for: BPU Project.
BSC advised that PSL EPU cost forecast is now

$796.0MM, up 21.3% froin 5/08 otiginal estimate.

D
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“DATE

EVENT

SOURCE

}2 ESC advised that Needs fiting is based on §651MM
< PSL cost estimate vs. cartent estimate of $790MM; g
F| 7/25/09 ESC also informed that CVPRR is still highly 7/25/09 BISC Biefing, PSI,, pp. 44, 50
Y positive.
b4 ESC bricfed that PTN 3&4 uprates are now targeted
b to have LAR submittals delayed by 10 months,
'g, outage dutations targeted have increased by 112 to
160 days, and in-service dates have slipped by 1 : . .
T e month)(U—S) and 2 months (U-4); whiI:E ouméc /R0 G Bl B 22
il durations are to be approved by longer
f durations lave been included in business model.
1 ESC briefed that current cost estimates for PTN
[ EPU have incteased by 21.4% from §749.2MM to - R
J?'f 7/25/09 £909. 7NN risk 1'egistztr not synchronized with cost 7/25/09 BSC Bricling, PTN, p. 5
(‘)J estimate, and carties BV of §147. 1 MM,
A PIM L'otal Project Cash Ilow Report includes green
H petformance indicator for budget forecast. Notes:
31— 72009 "Cost status is based on the current approved PTIN Total Project Cash Flow Kepoxt,
14 Project fanding. Status will be reset upon approval [8/2009
Y, of additional funds as applicable." “T'otal Project
2 Cost Surmmnary changed to $750MNL
3 PSL Annual Project Cash Flow Repott inctudes red
(1 peiformance indicator for budget forecast. MNotes:
(z 8/1/09 "Cost status is based on curvent approved project  {PSL Annual Project Cash Flow Report,
i funding. Detail Forecast at Completion is 8/1/2009
% underway.” Total Project Cost Suinmary remiains
47 "under review",
T FPL answers Staff Intertogatory 3-53 with reference
b7 to Schedule TOR-7. States "the cost ta complete
E each project is subject to constant consideration and
) ‘ revision, and will be subject to continuous analysis 5 i
% S until each project is placed in service. For the Stulfsi i ey S0,
73 repotting obligations desciibed above, I'PL takes a
34 "snapshot” of this continuous process at a pacticulas
S poiat in time."
s TN Totat Project Cash Flow Report includes
37 yellow petformance indicator For budget forecast.
%% 9/2009 Notes: "Cost status is based on the current TN Total Project Cash Tlow Report,
ki approved Project funding. Status will be reset upon |9/2009
o approval of additional funds as applicable,” Total
“H Project Cost Summary remains $750MM,
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t PSL Anmnl 1 Loject Cash Flo\v Repou includes red

7 petformance indicator for budget forecast. Notes:

3 9/1/09 "Cost status is based on curtent approved project  |PSL Total Project Cash Flow Report,
1 funding. Detail Forecast at Completion is 9/2009

)] underway." Total Project Cost Snummary remains

b "under review".
7 FL-PPSC Heatings in Tallabassee, FL. m

¥ confirms that the same answers conta e . S

:/;) 9/8/09 Sf‘cs 1;:1;(: (cllitl:;:i::it:mny .wcmld be given today ifhe g’;;g%;fgfﬁg;;l‘%t;g;eﬂung in Dacket

i juestions.
it BSC advised that cost estimate has increased by
{1 $144DIM (51.85B vs. $1.71B) since last ESC briefing

6 weeks eatlier; PSL is now at $831.2MM and PTN
is at $1019MD; sisk and contingency components

‘ 9/9/09 9/9,/09 ESC Bricfing, p. +, 9
Iy B P

(5 have supplanted scope not defined as budget
b category.
] There are two PSL October 2009 Annual Project
fy Cash Flow Repoits with diffecent budget
Iy perfotmance indicators. PSL Annual Project Cash
2] Flow Report includes red pe}.formaucc indicator for
2 budget forecast.” Notes: "Cost status is based on
(L current :\ppmved project funding. Detait Forecast at
] Completion is uudcnvn) * Total Pw;ect Cost PSI. Ammal Project Cash Flow Report,
24 10/1/09  [Summaty temains "under review". The second PSL {10/1/2009, TSI, Annuat Project Cash
g Annual Project Cash Flow Repott includes yellow  |Flow Report, 10/2009
A performance indicator in one and red in another.
[ Notes: "Preliminary engineering analyses ate
Zf identifying additional project scope. Engineering is
/

evaluating options and budget impacts.” Total

kS Project Summary is changed to $651MML

kLl PTN Total Praject Cash Flow Report includes

el - yellow P::rfurlln'a:uc.c111(,{(5:&01: ‘[or budgell forecast. PTN Total Pecject Cost Summaty,
%3 10/09 Notes: "Preliminary engineering analysis are 10/2009

M indentifying additions project scop e." Total Project '

%y  |Cost Summaty remains §750MM.

% BSC adviscd that cost foiecast is unchanged at

34 $1.843B; contingency (balancing variable} lias

2% decreased by $12MM; AFUDC estimate has been

revised downwards by $200MM, and now reflects
only Y'PL share (all other costs presented are full

L‘i plant cost); total EPU cost estimate at $2.078D, with
i transmission and AFUDC; cost per KW is toughly

Sy same as needs filing.
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3

'DATE:

~BVEN
ESC given tables for PSL and PTN where
Project Cost Summaty" nses original 5/08 cost

"T'otal

YSOURCE

10/22/09 BSC Bricfing, pp. 30, 31;

}

A

3 10/22/09 |estimates not cuirent estitmates; indlcator for budget]. .

. interview notes
is yellow, but should have been sed per report

Y owner,

{ PTN Total Project Cash Flow and PSL Annual

7 ‘C.as.h Flow Repouts include yellow per[orn??:nce PTN Total Project Cash Flow and PSL

§1 11/2009 |[indicator for budget performance and the Total Annual Cash Flow Reports, 11/2009

q Project Cost Summaties are the original 5/08 Need - ! *

v Determination values, o

] BSC ndvised that cost forecast remalns unchanged

'(? 11/13/09 lat $1.843B; contingency has been reduced by 11/13/09 TSC Briefing, p. 3

-3 §7.7MM.

04 ESC prescnted with tables for PSL and PIN where

iy total project cost shown is 5/08 estimate, not e . ..
6 11/13/09  |cutrent estimate; budget forecast indicator is shown ilnlti.:-\?i{:(\)x?li?ei Dricfing, pp. 40, 41;
7 as yellow, but should have been red per report ‘

¥ owhet,
14 PTN Total Project Cash Flow and PSL Annual

Y 12/09 Cash Illow Reports include red performance PTN Total Project Cash Flow and PSL
Y indicatot for budget performance and the Total Annual Cash Flow Reports, 12/2009
L Project Cost Summaries are listed as undler review.
17 forme. o ' "
?{ 12/5/09  jresigns as a result of performance issues. i:::;i‘ c‘:g“’lffﬁﬁ‘;g\é;l;ﬁ of aut EPU
H 1ars/09 2‘{;‘?:;3:‘{')%“;;:"5’;“” setained to provide 3id PRty pychase Order 00127777, 12/08/09
2y ESC provided with tables for PSL and PTN where
Pr] project cost summaty shows 5/08 estimates, not

g cuttent estimates, and budget forecast indicator is
ki mistakenly shown as yellow, not red. However, in
kiR balance of the repott, the current cost forecast is : .
'55 12/28/09 |$1.843B; cost conlingency category has been 12/?3/09 ESC Briefing, pp- 2,5, 8,13,
2 eliminated and “scope not defined” ("SND") has '
%y been re-cstablished; SND has decreased by $+4.8MM;
£l Support of Point Beach is placing additional steain
7 on PSL and PTN resoutces; LAR analysis is driving

T scope/cost increases, B _
79 Aunnual cagh flow slides for BSC presentation

yAd 1715710 |modified to cleady state what relates to the total 1/15/10 ESC Brieling

Y projeci lorecast and the annual forecast.

) Risk repister for PTN increased by $9.5MM, with \ . ’

“‘ff; . 1/2 1/10 equat rsductioq‘i_n contingency. ) — PTN sisk seglster, 3/4/10, change:t;- o
g 2/8/10 Risk register for PTN increased by $10.1MM, with PTN risk registes, 3/4/10, changes tab

equal reduction in contingency,
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B

=DATE

VENL
Pebivaty 2010 BSC Presentation presents a white
annual budget indicatoy for PSL and a green annual
hudget indicator for PTN. “T'otal project cost ate
listed as undeszesi

2/15/10

SOURCE”

2/15/10 ESC Bdefing

2/19/10  iLettexsentb o Lewis Hay,

-F:tlet dated Febimary 19,

defing Indicates (hree PTN U3 fall outage
modification shave the potential to exceed the 35
days allotted to this outage.

2/23/10

2723710 Update, p. 15

. riefing states no "significant change in total
AN weighted risk cost.”

2/23/10 -deatc, pp. 19-22

b in steam pressure <rop concern identified
2/23/10  |to No recovery cost provided.

2/23/10 P'IN Main Steam Pressure Drop
and Reduce Vuebine Inlet Pressure
plesentation

3/1/10

-4-deate states "no significant change in total
weighted risk cost.”

s/1/10[ vpdace, pp. 1922

i
14 Risk register for PTN increased by $42.7MM, due
J primatily to potential for fncreased staffing; equal
f 1 3/4/10 teduction in contingency. Project is working to PI'N risk register, 3/4/10, changes tab
i} complete 29 pre-outage modifications ta espedite
i workload. N i
[ 3/10/10 Concenttic's teceipt of- letter dated |Email from to Sanuel
4 February 10, 2010. Eaton dated March 10, 2010
217 3/18/10 2010 BSC briefing cancelled, 3/19/10 ESC briefing
27 Updates indicated $30.2MM added to risk
2y register for PIN main steam pressure loss recovety.
T Additional $2Z8MM & $IMM added to risk register
o TP for additional PTN TFicld Non Manual ('TNM") »
7 3/22/10 support and stattup and testing, Update Jater 322 l- Update, pp. 3, 13-14, 52
¥ indicates High Bridge Assoclates believes FINM may
Lo be undervalued. PSL annuat budget petformance
W indicator changed to yellow,
Kl Additional $14.1MM added to PTN risk sumimary
11 (weighted). $13.8MM relates to additional LLNY
33 3/29/10 |disposal due to previous $/G Lube leaks. Note that |3/29/ ‘l(. Update, p. 19
In this is in addition (o $11.2 MM already in budget,
y - pdate indicates LAR reevaluation may
£ requite addition of check value to mitigate PTN
%7 main steam pressuce drop. Cost increase is listed as
k] 4/8/10 $5MM. Risk vegister is ul;)dated with $19,1MM of 4/8/1(- Update, pp. 3,21
(el weighted tisk costs include $5MM for main steam
Ho check valve.

@s
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Exhibit 9: Response to Staff DR 5.53

Florlda Powar & Light Company
Docket No. 090008-El

Staff"s Fifth Set of Interrogatories
Inlerrogatory No, 63

Pags 1 of 1

Q.

Section 366.93(5) F.8., states: The utilily shall report to the comumission annually the budgeted
and actual costs a3 compated to the estimated inservice cost of the nuclear or integrated
gasification combined cycle power plant provided by the utility pursuant to's. 403.519(4), until
the conmercial operation of the nuclear or integrated gasification combined cycle power plant,
The utility shall provide such information on an annwal basis following the final order by the
commission approving the determination of need for the nuclear or integrated gasification
combined cycle power plant, with the understanding that some costs may be higher than
estimated and other costs tay be lower.

Please provide a listing of cach analysis you believe is contemplaled by Section 366,93(5) F.S,
and should be included in a utility’s annual NCRC filings. Include in your response estimates of
the cost and time required to prepare each listed analysis.

A,

Section 366.93(5) requires the annwual reporting of the actual and budgeted costs to complele the
project as compared to the estimated in scrvice cost provided pursuant to 403.519(4), F.S. FPL
provides this information in Page 464 of the annual FERC Foun 1 filing, It is FPL's
understanding that the FPSC developed Page 464 (contained within the FPSC section of FERC
Form 1) 1o satisfy the requirement of this statute, Additionally, FPL includes this information as
part of its Nuclear Cost Recovery filing as TOR-7. These filings satisfy the requirement of
Section 366,93(5).

The cost to complete cach project is subject to constant consideration and revision, and wilt be
subject to continuous analysis until cach project is placed in service. For the reporiing
obligations described above, FPL takes a “snapshot” of this continuous process at a particular
point in time. This is a data gathering exercise which utilizes the oulput of exisling processes
that would be performed regardiess of this reporting requirement. It takes professionals
throughout the FPL organization several weeks of work to gather and prepare this information,

@s
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June 21, 2010

| | have completed a review of the report entitled anesﬂgation
Report" prepared by Concentric Energy Advisors (CEA). W e with many

of the recommendatlons, there Is one area of tha report In particular that | beileve
warranis clarification; the assertion In section D that "a 300M, or 27% increase in
the projected cost of the [Extended Power Uprale] project should have been
discussed In the live testimony of Sept. 8, 2009." On the surface, the timeline
presented seems to support this as a reasonable conciusion. However, the
investigative report does not reflect the series of disoussions that occurred
betwaen varlous members of executive management between the time of the
award of the Englneering, Proourement, and Construction {(EPC) contract to
Bachtel Power Corporation (Bsechtel) and the Florida Public Service Commission
(FPSC) hearing on EPU project cost recovery in September 2009.

In summary, it was well known that Bachtef has a reputation for taking
narrow views of contracls, excluding legitimate scope, and generally being
difficult to work with after having won a bid as the low cost bidder, Indeed, FPL
Graup had previous experlence with this type of business prastica on the Marcus
Hook project several years before awarding the EPU EPC contract to Bechlel.
Priar to awarding the EPU EPC contract, senior FPL management had extensive
discussions on this point, and were prepared to “push back” if and when we
observed the patlern, Not surprisingly, following the contract award Bechtel in
late 2008 and through the winter of 2008, FPL began to receive forecasts for
both Turkey Point and St. Lucle that reflected significant Increases In costs for
the projects. While there was acknowledgement that as detailed englneering
proceeded, there would be addillonal scope, and therefore cost, there were also
{ndications that there were opportunities to eliminate scope and reduce cosis as
well, that simply were not belng acted upon. The interactions between FPL and
the major vendors on the EPU project continued during the first half on 2009 with
little progress made on raducing costs, with the major focus being on Beohtel.

This culminated in the July 26, 20090 meeting discussed in the CEA report,
During that meeting, which Included FPL executive management (including
myself) and Bechtel executive management, aleng with staff from both
organizations, there was a principal focus on cost. During the mesting, there was
an acknowledgement that there were, In fact, opportunities to eliminate costs that
had not bean acted upon, and some anecdotal examples were discussed. In
summary, the mesfing ended with Bechtel agreelng at FPL's request to dedicate
resources in conjunction with FPL to identify and eliminale unnecessary costs,
including duplicative overhead. it was agresd that the team would report its
resulls following completion to FPL. EPU managsment, which in turn would be

provided to FPL executive management.
@5
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FPL 152947
CONFIBENTIAL NCR-10

June 21, 2010

f I have reviewed th-Iuvestigation Report prepared by Concenttic Bnergy
2 Advisors (CEA). In my view, the CEA Report provides only a limited perspective from a
project controls standpoint. The i

“_my perspective as the incoming
ﬂ particulaly in the July-Sepiember 2009 timeframe. The following provides that
b perspestive.

In the summer of 2009, I had concerns about the total EPU project cost forecast.

o Phst, the scope of the project was continuing to change based on tho progress of
the engineering analysis required to support the Nuclear Regulatory Commission
(NRC) license amendment requesis (LAR) and the deslgn engineering that was
just beginning. As a point of comparison, at this time (one year laier), only one
LAR for one of the fouwr FPL units has been submitted 1o NRC and design
engineering is only approximately 13 percent complete.

s Second, the more significant driver causing the project controls organization to
forecast a higher cost to RPUJ senior management was information provided by
Bechtel Power Corporation (Bechtel) in regards to their forecast of the necessary
resources to staff, manage, and implement the uprates. At this time, senior FPL
management had significant concerns about the accuracy of the Bechtel forecast,

The EPU sentor management tean reported to the Executive Steering Comlilee
(BSC) that it had evaluated what it would cost to self-perform the uprate for a given site
and compared this estimate 1o the Becbiel forecast. The BPU senior management team
determined thei the Bechiel estimale was significantly higher in comparison. This
position taken by the EPU management team was the catalyst for tho detailed review
conducted and presented to the ESC on July 25, 2009, During that ineeting it was evident
that Bechite! senior management and EPU senior management were very far apait on the
resources required based on the current scope, to engineer, procwre, and implement the
EPU projects, Senior management considered the Bechtel position io be a “no 1isk”
proposition for Bechtel and, accordingly, believed the Bechtel estimate to be
unreasonably conservative. As a result, senior management did not accept Bechiel’s
position and the higher forecast,

FPL senior management (hen directed the BPU management team to lake a
number of actions, including potential removal of Bechtel from all or a portion of the
praject; consideration of other engineering, procurement, and construction (EPC) vendors
to perform all or part of the work; and pursuit of a stiategy to resolve the delta between
FPL and Bechtel. FPL senior management also reemphasized its expectation that the
BPU ten was to continue to challenge the scope of the projesl.

Duwring August-September 2009, the BPYU mansgement team's priorities wete to
reorganize the EPU project teaw: and structure, conduct an orderly iransition, and

Page 1 of 2 @ 93
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evaluate options to leverage the Company’s position xelative to Bechtel. During this time,
my direct reports and [ initiated a number of activilies. One initiative was the engagement
of URS/Washington Group (URS) as to their availability and capability in regavds to
EPUs. URS wanted to know if FPL intended to ferminate Bechiol’s rale in the project.
The BPU management team told URS that alihough FPL was not happy with Bechtel, no
conclusions had beon reached with regard to staying with Bechfel, switching to seli-
perform all or part of the work, or switching to a different BPC contractor in whole or In
patt.

1 requested and reccived a proposal from URS as to the scope and cost for an
independent estimate for the EPU praject, At this same time the EPU senior team
reviewed the capability of a sumber of independent organizations that coukd provide a
“bottom up"” cost eslimate and risk analysis for major projects. The purpose was to bring
arange to (he project estitnate, quantify the risk, and validate and or leverage the Bechtel
input into the total project estimate, Tn parallel with the aforementioned activities, the
EPU management team was working with Bechtel to climinate any redundancy and
1dentify opportunities to streamline the project fo reduce the Bechtel estimate, Ultimately,
the option of changlng vendors was eliminated dve to a number of factors (e.g.,
demobilization and start-up costs, schedule impacts, organizational distractions).

Given this factual backdrop, when reading the CEA seport it should be considered
that during September and October 2009, thers was activity ongoing to reviow, challenge,
and consider alternatives to Bechtel’s project cost forecast, and to develop alternatives to
Bechte! as the EPC contractor. '

N
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Florida Power & Light Company

Docket No, 100009-El

OPC’s Third Request for Production of Dosuments
Inferrogatory No. 356

Page 4 of 1

QI
If not previously provided, provide a copy of all nuclear cost recovery related internal and
external audits and reviews, inciuding all work papers, completed in 2009 and 2010 during this

proceeding,

A,
Nuclear cost recovery related internal and external audits and reviews completed in 2009 and

2010 are as follows:

¢ Inteinal Audits of 2008 costs completed in 2009 - See FPL's response to OPC's Preduction of
Documents Request No, 8§

o [Internal Audits of 2009 costs completed in 2010 - The documents provided in response to
this request are confidential and will be made available for inspection at FPL' s Tallahassee
Office at 215 South Montroe Street, Suite 810, Tallahassee, Florida, during regular business
hours, 8 a.m. 1o 5 p.m,, Monday through Friday, upon reasonable notice to FPL’s counsel,

e Florida Public Service Comimission staff audits - See FPL's responses to OPC's Production of
Documents Request No. 42 and No. 45.

e Concentric 2008 and 2009 reviews - See FPL's response to OPC's 2nd Production of
Documents Reguest No. 28, as well as FPL's responses to OPC's 3rd Production of
Documents Request No, 40 and No, 41. Workpapers for Concentric’s work in 2010 are
attached,

e Conceniric also conducted a separate investigation at the request of FPL, Concentric's report
and work papers associated with this investigation are confidential and will be made
available for inspection at FPL' s Tallahassee Office at 215 South Monroe Street, Suite 810,
Tallahassee, Florida, during regular business hows, 8 am. to 5 p.m., Monday through Friday,
upon reasonable notice to FPL's counsel. Please note that Concentiic has not provided FPL
with any documents from its interviews into this matter which would allow individual
employees fo be identified. Concentric considers the identity of those indlviduals to be
confidential and believes it is necessary to take appropriate steps 1o protect the identity of
those individuals,

0,
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NCR-10
Cano, Jessica
From: Jamle Whitiock [Jwhitlock@envircaftorney.com]
Sent: Wednesday, August 11, 2010 4;13 PM
To: Cano, Jesslca
Cce: llacohs80@comeast.net
Subject: RE: Docket 100008-El
Jesslca:

Per our phone conversation this a.m., Mr. Leon Jacohs will come fn the morning, around 9:00 a.m., to fook at documents
that FPL has provided in discovery.

SACE appreciates the courtesy.
Let me know If you have any questions/concerns.
Thanks,

Jamie

James S, Whitlock

Gary A. Davis & Assoclates
61 North Andrews Avenue
PO Box 649

Hot Springs, NC 28743

P: (828) 622-0044

Fi {828) 622-7610

www.enviroattorney.com

The information contalned in this efectronde transtiisston s privifeged and confidentlal informatlon Intended anly for the use of the
individual or entity named above. If the reader of this message is not the intended reciplent, you are hereby notified that any
dissemination, distribution or copying of this communication is strictly prohibited. If you have recelved this transmission in error, do
not read it, Please Imimedlately notify the sender that you have recelved this communication in error and then destroy the
documents.

é Think Greenl Pieose do nol print this e-nwill uniess necessary

From: Cano, Jessica [mallto;Jessica.Cano@fpl.com]
Sent: Wednesday, August 11, 2010 10:01 AM

To: Jamie Whitlock

Subject: RE; Docket 100009-EI

Jamie,

Pursuani to the Florida Rules of Civil Procedure, all parties must be served with responses to Interrogatory requests
from any party (Rule 1,340}, That is why all partles are copled on FPL's responses to interrogatories.

o
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However, the same isnot true for reguests for production of documents. FPL is only required to provide responses to
requests for PODs to the requesting party {Rule 1.350) and to the Commission Staff {per Order No, PSC-10-0115-PCO-
EN). if party-wishes to review a document providéd in response to another party's POD request {L.e., If SACE wants to
revlew a document FPL produced to OPC}, that party must issue a request for production of that document. This
process is conslstently adhered to in all FPL matters before the Commission,

‘The only documents SACE has issued discovery for are the following:

1. All documents {dentified/producesl by ¥PL as responsive to Staff’s 1st Request for Production of Documents (Nos. 1-7)
to FPL,

2. Al documents identified/produced by FPL as responsive to Staff’s 2nd Request for Production of Documents (Nos. §-
i1)to FPL.

3. All documents identified/produced by FPL as responsive to the Office of Public
Counsel’s [st Request for Production of Documents (Nos. 1-20) to FPL.

4. All documents identified/produced by FPL as responsive to the Office of Public
Counsel’s 2nd Request for Production of Documents (Nos, 21-32) to FPL.

Accordingly, SACE will have access to these documents through the end of tomorrow, which is the discovery cut-off date
pursuant to Order No. P$C-10-0115-PCO-El. These documents are available for you ta review today or tomorrow,
should you wish to do s0.

Sincerely,

Jessica A, Cano
Principal Attorney

Florida Power & Light Company
700 Universe Boulevard

Juno Beach, FL 33408

{561) 304-5226

From: Jamia Whitlock [malito:jwhitiock@enviroattorney.com]
Sent: Tuesday, August 10, 2010 6:16 PM

To: Cano, Jessica

Cc; fjacobsB@comcast.net

Subject: Docket 100009-EI

Jessica:
SACE would like to review documents that FPL has produced In discovery in the above referenced docket.

Please advise on times acceptable to FPL for this to happen. Obviously, it needs to be the end of this week or first thing
next week with the hearing 5o close.

Thanks.
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James S, Whitlock

Gary A, Davls & Assoclates
61 North Andrews Avenue
PO Box 649

Hot Springs, NC 28743
P:(828) 622-0044

F: (828) 622-7610
www.envircattorney,com

The information contained in this electronle transmission Is privifeged and confidential tinformatlon Intended only for the use of the
individual or entity named above. if the reader of this message Is not the Intended recipient, you are hereby notified that any
dissemination, distrlbution or copying of this communication Is strictly prohibited. if you have recelved this transmission In error, do
not read {t. Please immediately notify the sender that you have received this communtcation In error and then destroy the
documents,

ﬁ Think Greeal Please do aat priut this e-mail unless necessory

No virus found In this incoming messags.
Checked by AVG - www.avg.com
Version: 9.0.861 / Virus Database: 271.1.1/3063 - Release Date: 08/11/10 02:34:00
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CONFIDENTIAL

Floridy Power 8 Light Company, P, 0, Box 14000, Juno Beach, ¥t 33406-0420
Law Dppariment

”i

March 15, 2010

John Reed ,
Chief Bxeoulive Officor

Concentric Energy Advisors

293 Boston Post Road Waost

Suite 560

Marlborough, MA 01752

Re:  Indepondent Tnvestigation of February 19, 2010 Correspondence to Mr, Lewis Hay, FPIL
Group Chalrman and CEQ

Dear Mr, Reed:

The purpose of this leticr is fo request that your company conduot an indepondent factual
investigation with respect to the statements and subject matter contalned in the referenced
correspondence, & copy of which Is attached, with the exception of maltors pertaining to the employee
performance review of the author of the correspondence.

The engagement should be handled subject to the terms and conditions of the consulting services
ngreement amendment that appiles fo your company®s work for FPL through December 31, 2010, and
bllfed to FPL separately from other work performed nnder that amendment.

Please direct any requests for support or information required fo support your work fo me, and
report the resnlts of your investigation to me. Twould appreclato it If you would slgn and return a copy of
this lelter to me acknowledging agreement to perform the above-referenced scops of work subject to the
terms stated herein,

Encloswre
ACCEPTEDASOF ___ _ ,2010
Concentric Bnergy Advisors, Ing,

By:

Its: _

an FPL Gronp comjrany

FPL 152953
NCR-19
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CONFIDENTIAL

Tobrunry 19; 2010

Mr, Lewls Hay
Tlorldg Powor g Light
FYL Group Cliateman and CBO
700 Unlyorse Bivd,
_ Juno Boach, FL 33408

Dear Mr, Hay:

b Lam welting fo you with my concorng abou cost performance in Nuoleae Profeots and Bxtended
2 Powor Uprate (BPU) In 2009, With the exodus of tho entle Sr, BYU Projeot Managettent Team,
3 Tam holug oited ny ons of many thegels ln the Rilore of BRY 0 2009,

Ava i, s v oSS 01
_ In Decomber of 2008 niy ¢ountetpatt for wagveleasal, Twag tokd ;]

would hnve (o assume 1he BPU responsibiifty as well
7 sy oitevent roli. Tn January 2000 1 Diiledt both positlons reporing fo o I hind over.
4 100 people (contrastars and FPLY roportlily to me at fivo sltes and ol

g uly 2009, which ts wheu X Joft BPU, untl Jate Novomber 2 galn fo
Whife roporiing tol NEGNGR hWHnm_b erof thines he thought X ivas

AR

I;
i PO Job Durlig tho thne 1 syorked for WM 1o ook me {0 dlntter and expeossed

'L s apprecinilon for my support while working for ilin,

13 1 my rovlew 1am acoused of not providlug adequate formation or foreensiing for bioth the BPIY
1 Profeot and Nueloay Projeets In 2009, To my knowledge there wae nover 8 mnjor Issuo with a
1Y Manthiy Varlanco Repiort or a Sfte Project Salus Roport for Nuolear Projesis, From a Profeot
15 slatsipolnt, all projeots weres on farget or oxplalried it vardences, Tdo not bullovo any olted fssues
1 wore arésult of o Projoot Coutrols shortooning. For Pewer Uprale, my Project Conifrofs Toatt
¥ developed oxtenslve ?rojeﬂ {ndleators In Pebruary £ 2009 and pattorned them after thoso used to
# supjiot thie "Big Dig" Boslen Avkary. Theso indicators Juohided Batied Vatue Melijos. These
20 indloalors were approved by the Project Tenm and prosenied fo Maroh 2009, The
24 ordginal liwdlontors aru st on the EPU SharoRolotwebstio for you toviow, The issneseffecting
21 projook performaneo for BPU were the fhet that ffie BPU Projoot Tonms could wot support update
23 of fio Indlenfors due to oontionlag basollno reviews snd soopoe ndditions thal wors not grovivusly
24 idontified, Thoscoplng sk tes were complated by (o Shaiy Company and
24 worg vonsnissioned by the and comypleted bofore I olned the Project, These
2 ostmalos were not adequalBTIG oty tmmgenent conthined ohanglig phitosopliy on whatsvas to
271 bo neluded and not fueluded I thoso esthnates, As a resaltthers ag no Proleot baseline
2y established and oversil Projoct porformaiee was vory poor, Tite
24 complain sbout having poor porformance Indleators howover anfl
30 deliver apositivo message If thert svas none da dsliver, The situntion contlane
31 through tho spring of 2000, Projeot Manngers and Inginaers were no '
2. Sr, Manngers wonld not acespt thto poor porfornianes messtgos; o HNEGG_G
33, told In ato 2008 befors T was asslgned (o BPU hat the profesis wero In froubls. Mi/ Tonm
5f continued {o doliver this messnge afong with poor weeldy porformance coviews. Flnally In Tuly
4 of 2009, S, Managonient deolded 1t was thue to Inforts Breautlve Matngore of the poor
36 ocondition of BPU which preaipHated tho repincemant of the entlve BPU Projeot 8¢, Managemont
17 Teamr, M) grop proyared dolntied revlews ink were prosontad to My, Jim Robo

39 Into n July 2009 on the poor condition of EPT,

N

FPL §5 2455
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CONFIDENTIAL

§ Atfhe e, the cost overviow for PSL wass Origloal Budget $65GMM, Currnt Foreonst
T $795MM showing a negative varlance of ($1300MM). Por PTN: Origlnal Bua’iet g S740MM,

? Curcont Poreonst $909MM with a nogefive varlmes of ($160MM). For I
Thego

Yy
S mintbors olencly show the gravity of BPU nogative pocforinance, To my knowledgo, these
numbsrs hnye conlinned to worsen with the new Profect Tonm 1o where for FTN aud PSL, the

T toam dass nothave & olear idon of what the flnn] cosis will be,

G Lam equvernied abous tow FPL. will report ose findlogs at the npeoming PSC hearlngs, Any

& fnformation from BPU other than whicl wa prosonfed to Matagoment fast stnmnor wiil boa
Oomanlphlation of (ho fruth, Curcont eporting for PTN and PSL deos not contaln Information

H showlng there Js serlouy froublo with these Projects, The trouble was onough to teplace fho antles

1.8, Projeol Team,

13 Buolaxed whh thls Jetter are tho prosentations glven to M. Robo Jast Tuly, I€yau Invastigale

+9 onment estinates for FTN and PSL, thoy waore sinted I November 2009 ns belng {his origlinl
tlvo numbsra are I roviow. Ior PBN, tho esfimato was sinfed i

15 Shaw esthinatos, Currenﬂg
{t. Dapembor 2009 a5 belng $552MM and currently I bellovo it fa over $600MM. ‘Thal’s alwast 2
{9 Oires tho orfglonl Shaw budgot estimats, *

1§ My team delivered the correot message fo 8x Managoment. Sr, Managemont did not want to-
19 aueept {ho mossage, My Flual Rraturlion for 2009 Is the only poor evaluatlon I've ever liad i
¢ My entirs oxreer havlng worked In Project Conivola for some 30 yoars, My former positlons
LI bofore combng {o BEL wero with ARRS Comporatlon, Buitlugame, CA where I was Prooot

L Controls Consultaut/vianager for NASA, It Houston yworking with the Program Manngement
L% Diviston of iho Intornatlonal Space Stailon, Also with ARES, Iwas a Projeot Consultant for the

LY PARHT Project (Dunl Axls Radlographio Hydrotost Paollity) at Los Alntnos Natlonal Labolory
7€ swhovo Tywas part of 6 Projeot Team that oarned the DOB Exoollonce award for Dofosso Sysloms,
2 Roy iho reeord, ny ‘Toan told tho trath about the EPU finanolal conditfon and thaf truth did not
27 tmeet FPL oxpeciations,

U Vinally, Lnow this lolier comes al a Uno when RPL bns ardored the invostigation of omployes
14 conoerny stenunkig from the Jan, 20 and Rob, 4 Jetters, Tam In 1o way assoelated swith thoso
22 Totters. 1only seok {o express iy canvem about upeoning PSC hearings mud iy wijwstified

31 negative omployeo voview, | have copled my supeevisor mnd hunins rosotress.

73 Theuk you for faklng the tute fo vead this ktter.
kv

W
Ky

gl
L

4
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CONFIDENTIAL

Front Sam £aton

Toi Jofin Reed

Subjoect: F\Y: Per our discussion

Datot \Wednesday, March 10, 2010 10;03:07 Al
Attachments: d

Samuel G, Eaton
Project Munaget
Concentric Energy Advisoss

293 Boston Post Road West, Suite 500
Muadborough, MA 01752

Direct: (508)263-6233

Mobile: (617)570-2383

Lnail: SEatonf@CRAdvisors.com

The contents of this message, fogether with any afiachments, are inlended only for the nse of the individial or enlify o
which they are addressed and sy contain information that is lkgally privieged, confidenitial and exempt from disclossire.
If you are not the iniended recipient, yon are beneby woiified that any dissemination, disiibniion, or wopying of this
wessags, or any aflachwent, it shiclly probibited, If you bave seecived this wrescqge in evvor; please nofify the oviginal
sender imediately by felephone or by reiurn enail and delete this message, aloug with any attachments, front your

compuier,

From: Cohen, Tlfi‘any Cordes [maifto:TIFFANY-.('?GHEN@@—.cém]

Sent: Wednesday, March 10, 2010 9:57 AM
To: Sam Eaton
Subject: Per our discussion

FPL 152957
NCR-10
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 CONFIDENTIAL

Pabruary 19, 2010

iir, Latyls Hay
Tlorida Powor wid Light
BPL QGroyp Chalrman and RO
700 Univeise Blvd,
_ duinio Boach, 1L, 33408

Dear Mr, Hay:
1 Lam writing fo you with fiy concorms ahout cost lfqg'ribr@im!w In Muotear Projeols aid Bxlerided

2 Power Uprale (BPU) In 2009, Wil the exodus o the aitle Sr, VU Projest Managemenit Toany,
3 Tom holng oltod na ons of many targets Iu the filire of BPY fa 2009,

13 Iin of not providlug adoqunie Tformation or foreonsting fior both the BT
I B P T b6 Wns 1igYer B e tha

20 tndlonloss wore npproyad by {
21 orlginal hudiestory ure still on
22 plojeot perforinanco fo
21 oFiho fadleators dio to gof
24 tfontiffed. The soaphig sl
2§ Yrore eonpnlssionad b
24 ostimates were not aded
27 be tnctnded ond jiot Inofuded
2y ealabllshed and overall Frofaot pocf
24 Gominiahwabout having yoor perfor
30 deltvsr o positive iessago IF (lioi
3( thwongh the spring 0£2009, Piojes
e Sr. Monagors would ot
33 told I lpto'2q03{béfor6 1
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Florida Power & Light Company

Packet No, 100009-El

Staff's Fourth Request for Production of Documents
Request No. 28

Page 1 of 1

Q.
Please provide copies of all drafts of the Martin Investigation Repott that were prepared or
edited by any FPL sponsored witness in the Nuclear Cost Recovery dockets as described in

FPL's response to interrogatory 29.

A,
FPL has no such drafls.
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1. Introduction

On February 19, 2010 Mr. Lewis Hay, the Chaitman and Chief Executive Officer of FPL Group,
Inc (“FPL Group™) received a letter fromm Lettet™), an
A emplovee within the I o | Florida Power & Light Company (FPL?).' The
> Letter included concetns about the “cost performance in Nuclear Projects and Extended
Power Uprate in 2009” and allepations related to the reporting of this performance to FPL’s
exccutive management and the Florida Public Service Commission (“FL PSC”)

Concentric Energy Advisors, Inc (“Concentric”) was provided an electronic copy of this letter by
FPL’s Tegal and Regulatory Affairs departments on March 10, 2010 A copy of the letter is
attached as 1ixhibit 1. Following initial discussions between Concentric and FPL, Concentric was
retained by FPL’s Legal department on Match 15, 2010 to conduct an independent investigation of
¢ the claims and matters st forth in the[Jjictter’. A copy of Concentric’s engagement letter is
included as Exhibit 2. Pursuant to Concentric’s engagement by FPL, Concenttic is reparting directly
4 to FPL’s Legal department, and specifically to
O MR Al data requests were sent dircetly to [N or his designee,
Similarly, Concenttic’s findings and recommendations in this mattet are being provided directly to
7

% Concentric’s investigation of the allegations raised in the -Lettcr explicitly excluded matters
G related to the performance teview of [ 2nd all other human resource related matters,
including the performance of specific individuals within FPL. Concentric understands that these
matters arc being and will continue to be handled internally by FPL’s Human Resources department.

/0 It should be noted that, following our interview with _on March 17, 2010, —
notified Concenttic and FPL via email on March 19, 2010 of potential retaliation by his supervisor”.

I Speciﬁcally,— noted “that I am the next target for climination from [name withheld for
confidentiality]’s organization, He told me in private that he doces not intend [sic] being fired as his
predecessors for poor performance and he will not let a few ‘stupid’ people affect his management
effectiveness.” A copy of this email is attached as Exhibit 3. Concentric reported this email to
FPL’s Legal depactment. It is Concentric’s understanding this matter is being addressed by the FPL
Human Resources department.

'The remainder of our report is organized into eight sections. Section H presents a summary of
Concenttic’s work plan that was used to perform this investigation. Section III includes a summary
[T response to the Letter, including reference to an intetlineated copy of the Letter.
(3 Section IV presents a chronology of key events related to the etter occutring between
January 2008 and March 2010. Section V reviews Concentric’s findings related to FP1L’s decision to
proceed with the Extended Power Uptate Projects at the Company’s Saint Lucie (“PSL”) and

AT title as of the date of the Aactin Letter is Senior Nuclear Project Manaper.
/¢ ¢ Emal from m*dmcd Mazrch 10,
2009. Concentric is unaware of and did not hvestigate what occurred between FPL's receipt of the Jetter and

Concentric’s receipt of the letter on March 10, 2010.

{G * Eongagement Letter from [N o John Reed, Re: Independent Investigation of February 19, 2010
correspondence to Mr. Lewis Hay, FPL Group Chainman and CEQ, Macch 15, 2010,

‘q 1 Email from R d:ted March (9, 2010, to James Poppell, John Reed, Sam Eaton, re: For your consideration.
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"l'utkey Point (“PTN") Nucicar Power plants (“EPU projects”). As discussed furiher in this scction,
Concentric has focused its attention in this matter on the nuclear units in Florida due to the state
regulatory structure. Scction VI reviews the implications of the Letter and Concentric’s
investigation on the Nuclear Cost Recovery Clause (“NCRC”) dockets in 2009 & 2010°. A review
of Concentric’s findings related to the flow of information from FPL to the FL PSC and its staff
(“FL PSC Staff) can be found in Section VII. Similarly, a review of the flow of information within
FPL can be found in Section VIII. Finally, a revicw of Concentric’s findings and specific
recommendations can be found in Section TX.

1L Concenttic Overview and Workplan

Concentric is a third-party, management and economic consulting firm based in Marlborough, MA.
Concentric has previously been retained by FPL to provide regulatory support on a vatiety of
matters including testimony before the L PSC. A list of Concentric’s prior work for FPL is
provided in Exhibit 4. Concentric’s work plan for this investigation is provided below.

A. Overview of Scope

Concenttic’s scope of work regarding the investigation of allegations contained in the A
included a factual review of the events between August 2007 and December 31, 2009, Concentric
then sought to determine how this set of events supported or contradicted the allegations contained
in the [JJJji} tettct and impacted the flow of information within FPL and to the FL PSC. Linally we
have provided our recommendations for improvements that will help prevent future, similar
occutrences. '

B. Soutces of information

Concentric’s investigation into this matter telied upon two pathways for information. First,
Concentric submitted a number of requests for documentation to FPI. in ordet to deepen our
knowledge of the allcgations set forth in the Il Letter and to independently confirm details
provided to us in the interviews described below. A log of Concentric’s document requests can be
found in Exhibit 5.

Concentric also requested and conducted 13 separate interviews, Eight of Concentric’s intetviews
were conducted in person at the offices of FPL or at an off-site location, depending on the location
of the interviewee, The remaining five interviews were conducted via telephone. All of
Concentric’s interviews occutred between the weeks of March 15 and April 12% Concentric

elected specific individuals to be interviewed based upon the allegations contained in the [N
Letter, out prior interviews, and Concentric’s understanding of the EPU projects organization.
Concentiic considers the names of the individuals we interviewed to be confidental,

Prior to beginning each interview, Concentric reviewed the I'PL Code of Business Conduct and
Lthics {the “Code™) with each intervicwee. This review included a specific discussion of each
employee’s “responsibility to report any actual or suspected violation of a law or regulation, any

5 FL PSC Dockets 080009-EI & 090009.E1, In Re: Nuclear Cost Recovery Clause.
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actual or suspected fraud, and any other violation ot suspected violation of this Code.”® Similarly,
Concentsic reiterated the Company’s non-retaliation commitment outlined in the Code’. At the
conclusion of each interview, the interviewees were given an oppottunity to review any additional
concerns they may have had.

The information Concentric telied upon in this investigation was supplemented by Concentric’s
existing knowledge of the EPU projects organization.

C. Independence

‘Ihroughout Concentric’s investigation into the allegations contained within the -,
Concentric maintained our independence from FPI’s Legal and Regulatory Affairs departments.
2 Our approach to investipating thefJJf Letter and the allegations contained thetein is our own,
and not the result of specific directions from FPL, its employees or contractors. To this end, FPL
did not place any constraints on Concentric’s access to current and former employees. Lastly,
Concenttic was not materially constrained by budget or schedule expectations on the part of FPL.

Concentric’s findings in this matter are based upon our review of original sources. Concentric did
not rely solely upon statements by FPL employces or contractors. Instead, Concenttic reviewed and

3, verified assertions made in the Letter and Concentric’s intervicws with contemporaneous
documents produced by the EPU project team whenever possible. The documents relied upon as
patt of this investigation are prescnted in Exhibit 6.

D. Key guestions

{4 Concentric’s review of the allegations raised in the -Lctter and our interviews, identified five
key questions which necded to be answered by our review. These key questions are intended to
determine whether any imprudent costs were passed onto FPL’s customers or if FPL intentionally
withheld information from the FI. PSC. ' :

Foremost amongst Concentric’s key questions is whether FPL has made the cotrect decision to
proceed with the EPU projects in light of the best information available at the time decision was
made. This question is a threshold issuc for assuring prudent conduct on the patt of FPL.
Secondly, Concentric noted a niced to determine if auy costs were incutred that should not be passed
on to FPL’s customers on the grounds of imprndeat decision-making. Third, we examined whether
the information provided to the FL PSC and the interveners in each of the NCRC dockets was
accurate, consistent, imely and reliable. If not, Concentric sought to determine what allowed this to
occui and why, Similarly, Concentric sought to deterinine if the information flowing from the EPU
projects to FPL’s exccutive management was accurate, timely, consistent and reliable, and if not,
what allowed this to occut and why. Finally, Concentric sought to determine which polices,
processes, and procedures niced to be addressed as a result of these findings.

¢ Florida Power & Light Company, Code of Business Conducr and Ethics, most recently revised October 16, 2009,

r 2
7 Ibid.
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L 111, Summary Level Response to-Letter

2 Iixhibit 7 presents a copy of the I Letter to which Concentric has added its summary-level
observations that resulted from our investigation of the allegations contained therein. In addition,
each observation contains a citation to this report in order to provide a “roadmap” to a revicwer of

2 the JJR 1-ctter and Concentric’s report.

1| As can be seen in Exhibit 7, a number of the allegations raised in the Letter were shown to
s be accurate. Specifically, Concentric has noted documentation which confiems
statemnents related to the timing of the initial scoping studies by Shaw and the repeated changes in
the overall project scope. However, Concenttic believes the shifting scope of the EPU projects to
have been the predictable result of the evolving design which is inherent in any complex project.

(¢ Along these same lines, Concentric has reviewed certain repotts relied upon by — to
support his assertion that as of November 2009, the EPU projects were continuing to measure their
cost performance relative to the original 2007 cost estimates. These rcpotts, the November PTN
Total Project Cash Flow Report® and the PSL Annual Project Cash Flow Report’, confirmed

o assertion. Concentric did note, however, that the November BExecutive Steering

Committee (“ESC”) presentation provided the updated cost forecast'.

Also notewotthy are Concentric’s findings related to the evolution of cost estimates or forecasts for
the PTN & PSL EPU projects. As shown on Pg. 3 of Exhibit 7, Coticentric has found evidence
€] which indicates th and the _\vcrc alerted to the potential
far cost over-runs at PSL as early as April 2008." A similar opportunity was noted in December,
2008 when these individuals wete presented with a preliminary revised forecast for PSL. This
followed the award of an engineering, procurement and construction (“EPC”) contract for the EPU
projects to Bechtel Cotporation (“Bechtel”). At this time, the PSL Project T'eam was told to
contitme refining their forecast until February 2009 when it was reviewed again by the EPU senior
management. As noted in Section IV, the preliminary forecast in Ii‘cbruary 2009 was within

approximately §11 million, or 2%, of the forecast ultimately provided to FPL’s management in July
2009". '

L Overall, Concentric has found
it Concentric’s interview with , the fact thatE chose to send this letter on a non-
anonymous basis, and the supporting documentation produced or cited by [N Moveover,

1'%, Concenttic believes [l is 2 capable project controls employee with a strong background
13 within his function. _employment history includes the previous positions noted in the
Ly Letter" and many yeats of prior project controls cmployment as a contractor at I'PL’s PTN
site, as well as other nuclear facilities in the US. It is important to note that FPL had enough
Is~ confidence in to give him responsibility for multiple major projects and a staff of

to be credible. The basis of this finding includes

2 Total Project Cash flow, PYN EPU Project 2009, November 2009,
?  Annuat Cash Flow, PSL EPU Project, October 2009.
™ Extended Power Uprates, Hxecutive Steering Committee, St. Lucic and Tuckey Point November 13, 2009, p. 5.
It R 2008- 11443, April 3, 2008.
12 Sumumary Cash Flow EPU Total 090217 Reviewed xls, “PSL EPU Project Total,” Hebragy 17, 2009,
L Extended Power Uprates, Project Update, Saint Lucie, July 25, 2009, p. 8.
M B ctter, p. 2.
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} approximately 100 people®. While it may be fair to say that|jJJjjjjllves not always aware of
5 every aspect of the EPU projects, it would not be fair to characterize || s vnder- or poorly
qualified for his position.

IV.  Chronology of Events

A chronology of the EPU projects is presented in Exhibit 8. A summary of the chronology,
inclnding the major events relevant to Concentric’s review are highlighted below. This chronology
was used to more fully understand the ongoing dynamics of the EPU Projects and the precise timing
of certain EPU project activities. This chronology should not be viewed as a comprehensive history
of the EPU projects.

A, Chronology

The EPU projects began in 2007, at which time FPL undertook an initial scoping study to determine
a rough order of magnitude (“ROM”) cost estimate based upon a preliminary assessment of the
components which would require replacement to opetate PSL and PTN at the uprated conditions'.
Concentric understands, as originally proposed, the EPU projects were expected to commence
aperations post-2012, but were advanced following the FL PSC's rejection of the Glades Power
Park Determination of Need in 2007"7. FPL filed for a Determination of Need for the EPU
projects on September 17, 2007."°

In the winter of 2007 and 2008, FPL retained Shaw to review FPL’s initial scoping study and to
confirm or reject the results of this analysis, Concentric understands from our interviews that these
studies generally did confitm the FPL scoping analysis, but some discrepancies related to the
replacement ot refurbishment of certain components cxisted for Turkey Point. The initial cost
estimate included a contingency allocation of approximately 45%".

In April 2008, soon after the completion of the Shaw scoping studies, the EPU project teamn
assigned to PSI. (the “PSL Project Team”) identified the potential to exceed the original FPL &
Shaw scoping estimates, At this time, the PSL Project Team initiated Condition Report 2008-11443
(the “CR”) which stated the “EPU Project Feasibility Study may not have captured the full spectrum
of modifications necessaty,” for the uprate®.  In response to this CR, the EPU project team
developed a “High Risk Mitigation Plan” which was attached to the CR™. ‘The High Risk Mitigation
Plan included corrective actions which were required to be completed by the EPU project tcam

2 including prepatation and submission of a revised cost estimate to the among
tather items. The High Risk Mitigation Plan was executed by th and the
but not thch Concentric was unable to independently determine

if this High Risk Mitigation Plan was ever completed. Concentric also requested a copy of the

15 Ibid. '

16 Florida Power & Light Company’s Petition to Determine Need for Expansion of Electrical Power Plans and for
Exemption from Rule 25-22.082, F.A.C., Docket No. 070602-EJ, September 17, 2007,

17 Florda Public Service Commission, Order No. PSC-08-0021-FQF-EL, Januvary 7, 2008.

12 Florda Power & Light Company’s Petition to Determine Need for Expansion of Electrical Power Plans and for
Exemption from Rule 25-22.082, F.A.C,, Docket No, 070602-EJ, September 17, 2007.

19 Ihid.

2 CR 2008-11443, “Detailed Description,” April 3, 2008, p. 1.

21 Ibid, p. 8.
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revised cost estimate described in the High Risk Mitigation Plan, but was told that this document
could not be loeated, nor could its existence be confirmed.”

On November 7, 2008 the EPU projects’ EPC vendor submitted a revised forecast of $262MM for
the PTN 1ZPU2, ‘This compares to 4 scoping analysis assumption of $225MNH,

In December 2008, the PSL Project Team team again identified the potential to exceed the original
forecast following the exccution of the EPC agreement with Bechtel. A preliminary, revised forecast
for PSL was prepared and provided to the EPU project management at that time. The EPU project
management, however, requested that the PSL Project Controls group further refine and develop
the revised forceast.

CR-2008-37753 was written by the PSL Project Team in December 2008 and noted the EPU project
is a major change for PSJ. and should have a change management plan in place. In addition, CR-
2008-37753 goes on to state that CR-2008-11443 was closed with several future actions contained
within a risk mitigation plan and tracked separately within the EPU Risk Mitigation Program. CR-
2008-37753 concludes that thetre was a “missed oppottunity” to screen CR-2008-11443 as a change
management plan.”

A second meeting to review the revised PSL forecast occurred in February 2009. This meeting was

{ attended by the BPU project management team and reportedly included _ who was

& appointed thc*as of January 2009, and the PSL Project Team. At
this time the EPU Senior Management was presented with a forecast of approximately $785 MM for
PSL, an increase of approximately $129 million over the then cutrent budget™. This was
approximately $11 million or 2% below what was ultimately presented to the ESC in July 20097, Tt

3 was reported to Concenttic that thc— and the *respouded
with a number of questions related to the basis for the revised forecast and requested additional
refinement of the estimate.

A similar exercise was undertaken for PTN in March 2009, and PTN began to repott its
performance relative to this revised forecast. However, the PIN Project Team was requested by the
y to tevise the initial teports, to measure cost petformance relative to
the original project baseline because the revised cstimate still had to be “validated,” and because and
“extensive effort [was] about to begin to evaluate [PTIN's] estimated cost to complete for [sic] the
§ PIN EPU project.”® Concentric was told that the/| | M -5 not satisfied with these

instructions, but chose to comply with the instructions from his superiors nonetheless.

Tn Aptil 2009, the EPU project management began a detailed cost review of the uncegulated Point
Beach EPU project. This review included the sequestration of the EPU project management team
(o 2t Point Beach for a period of two to three weeks in April. Upon their return, the [ NNNIINNGD

22 7he June 8, 2008 Risk Register inchudes an item which is similar to the High Risk Mitigation Plan, but the documents
required to close out this High Risk Aitigation Plan could not be located.

3 Extended Puwer Uprates, Project Update, Tuckey Point, uly 25, 2009, pp. 25-26.

2 Ihid.

23 CR 2008-37753, “Additional Information,” December 10, 2008, p.1.

26 Summary Cash Flow EPU Total 090217 Reviewed.xls, “PSL EPU Project Total,” February 17. 2009,

) 21 Extended Power Uprates, Project Update, Saint Lucie July 25 2009, p. 8.
7 2 Ymail of i to anonymous recipient, dated March 26, 2009.
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' T resigned from his position, and it is rciorted that a similar detailed cost review was begun

.2 forthe PSL and PTN EPU projects. The was replaced on May 1, 2009.

3 On May 1, 2009 the ||| ;b itted pre-filed, ditect testimony in Docket 090009-EI
4 before the FI. PSC®. In this testimony, thc_ stated “The EPU piojects are
progressing on schedule and within budget.” Additionally, this pre-filed direct testimony stated
“There ate no changes at this time to the total non-binding cost estimate provided in May 2008 in
Docket 080009-E1.** At the samc time, FPL submitted the pre-filed, direct testimonies of -

Y
I < c Mt John §. Reed, Chaitman and CEO of Concenttic.

At the end of May 2009, the EPU project management team reported to the ESC that the Bechitel
EPC estimates had increased to a level in cxcess of Bechtel’s indicative bid*. ‘Lhis increase was
reported to be the result of higher than expected projections of field non-manual and manual labor
hours®.  Similarly, the current BPU estimates were teported to include redundant project
management and oversight costs which the EPU project management team believed could to be
eliminated to reduce the EPC vendor’s forccast™. Finally, it was reported that the EPU scope had
grown to be larger than the indicative bid presented in November 2008. The EPU project
management team noted that the current estimates were based on preliminary design information,
and that the project was in the process of refining new “level 1” estitnates®”. A target completion
date of June 30, 2009 for the new “level 17 estimates was presented to the ESC at this meeting™.

Tollowing the May 2009 ESC presentation, the EPU project management team undertook an EPU
Modification Scope Review for both PTN and PSI.”. The results of these reviews wete repotted on
June 16, 2009 and recommended the elimination of a substantial number of modifications as not
necessaty to operate in an uprated condition.™

The subsequent ESC meeting was held on June 23, 2009%. In this presentation, the EPU senior
management team noted that the EPU projects were completing “level 2 estimates and reiterated
the concerns rclated to the EPC estimates since Bechtel’s indicative bid in November 2008%. This
presentation was relatively short and precipitated the more detailed cost review in July 2009.

During the intervening petiod between the June and July 2009 ESC presentations, the EPU project
team expended considerable effort to produce a detailed, “line-by-line™ cost review for both the PSL
and PTN project. Concutrently, a decision to replace the EPU senior management team was made.
As a result FPL's executive team recruited three new cmployees for the EPU project team including

M 2 Ditect Testimony of I D ocket No. 090009-E1, May 1, 2009.
30 Ibid at pp- 2-3.
31 Florida Power & Light Company’s Petition for Approval of Nuclear Power Plant Cost Recovery Amount for the
Yeiord January — December 2010, May [, 2009.
32 Extended Power Uprates, Exccutive Steering Committee Update, Saint Lucie & Turkey Point, May 2009 p.3.
3 Ibid, p. 14
M ibid.
3 Ibid, p. 15.
% Tbid., p. 18.
3 PIN EPU Scope Review dated June 2009, PSL EPU Modification Scope Review dated June 16, 2009.
3% PTN EPU Scape Review dated June 2009, PSL EPU Modification Scope Review dated June 16, 2009,
¥ Hxtended Power Uprates, Executive Steering Committee Mecting, Saint Lucie & Turkey Point, June 23, 2009
0 Ihid, p. 12, |
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These individuals were selected and recruited from within FPL between the end of June 2009 and
July 25, 2009.

At the July 25, 2009 ESC presentation, the new EPU senior management team was introduced and
the ESC was bricfed in detail on the revised cost forecast. At this time, the forecast for PTIN was
revised upward by approximately $161 million from $749 million to $910 million™. Similasly, the
PSL forecast was revised npward by approximately $140 million from $656 million to $796 miltion™.
‘The slides which presented this information to the ESC noted that the “cutrent budget” was being
increased to the “current forecast”. Simultaneously, the ESC was advised that the current 2009
NCRC feasibility analysis included the original cost foreeast, and revised feasibility scenarios were
presented based upon the current forecast as of July 25, 2009, "These revised feasibility scenarios
did confirm the continued cost effectiveness of the EPU projects.

No ESC meeting was held in August. Nonetheless, both EPU projects did produce a cash flow
report. In the case of PTN, the Total Project Cash Flow report was not updated to reflect the
revised forecast that had been presented to executive management on July 25, 2009*. In contrast,
the PSL Annual Project Cash lilow report was reviewed, the budget performance indicator was
changed to Red, and the total project cost summary presented on this report continued to be shown
as “under review”".

On September 8, 2009 the NCRC hearings in Tallahassee began. During these hearings the -
took the stand and indicated that should he be asked the same questions
contained within his pre-filed, direct testimony his answers would remain the same™’,

The following day, September 9, 2009, the ESC was presented with a newly revised forecast that
further increased the cost the EPU projects by approximately $104 MM total for both sites™. This
presentation stated that approximately 30% of the total project costs have “high certainty?.

At the October 22, 2009 ESC meeting, the ESC was advised that the current forecast for the project
was unchanged, but the contingency had decreased by approximately $12 million™, In addition, the
AFUDC estimate was decreased by approximately $150 million to $200 million®'. A footnote in the
presentation indicates the AFUDC was reduced to reflect FPL’s pro-rata share of PSL Unit 2%
Concentric notes that the remaining values shown in this presentation are depicted as the full cost of
the EPU projects regardless of ownership.

i Extended Power Uprates, Project Update, Turkey Point, July 25, 2009, p. 5.

42 Extended Powcr Uprates, Project Update, Saint Lucie, July 25, 2009, p. 8

4% Ibid., p. 1! awd Extended Power Uprates, Project Update, Turkey Point, July 25, 2009, p. 8.

H Ibid. p. 50.

4 Total Project Cash Flow, PTN EPU Project 2009, August 2009,

¥ Ammal Cash Flow, PSL EPU Project, August 1, 2009,

7 Transcript of Direct Examination o September 8, 2009, pp. 208-209.

#  Extended Power Uprates, Executive Steening Comnuttee, St. Tucie and Turkey Point, September 9, 2009
2 Ibid, p. 9.

% Estended Powcr Uprates, Executive Steering Committee, St. Lucie and Turkey Point, October 22, 2009.
5 1bid, p. 6.

52 Ibid, pp. 6, 18.
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Also in October, PSL produced two Annual Project Cash Flow Reports with different budget
performance indicators and different total project cost summaties. The fiest of these reports is
dated October 1, 2009*. This report includes a red performance indicator and the total project cost
summary is listed as “under review”. The second report is dated October 2009. The budget
performance indicatot in this report is listed as yellow and the total project cost summary is changed
to $651 million”. No one with whom Concenttic spoke could explain the difference or the reason
for the two repotts.

B. Key Conclusions from Chronology

Concentric has developed the following conclusions which are relevant to the five key questions
noted in Section IT:

¢ ‘Ihe original FPL and Shaw scoping studies provided the basis for FPL’s decision to proceed
with the EPU projects in 2007,

8 ‘The EPU scnior project management was aletted to the potential for costs to exceed as early as
Aptil 2008 through CR-2008-11443.

¢ The EPU seniot project management reviewed a preliminary, revised cost estimate for PSL as
eardy as December 2008 and a mote refined version of this analysis in February 2009.

¢ The EPU senior management prepared the July 25, 2009 ESC presentations with the intent of
providing a detailed, line-by-line review of the changes to the cost estimate.

o As of July 25, 2009, FPL believed the EPU projects continued to be economic based on the
revised cost estimates and projected incremental output.

. rl‘h;_was awate of and assisted in the presentation of a revised cost estimate
to FPL’s executive managers as of September 8, 2010, the date on which he presented his direct

testimony in a heating before the Flotida Public Service Commission.

V. FPL’s Decision to Proceed with the EPUs

In determining whether EPU ptoject costs were prudently incutred, the FL PSC is concerned with
two items. Dirst is whether the decision to proceed with the project was prudent based on the
expected economic and other benefits to FPL’s customers. ‘That question is described below.
Sccond, the FL. PSC will be concerned with whether the EPU project’s costs were prudently
incutred. That is to say, ate the costs fot which IPL sought and is seeking recovery in dockets
090009-EI and 100009-EI* the result of prudent decisions by FPL’s management? This question is
addressed in Section VL

The initdal decision to pmceed with the EPU projects was made in August 2007 on the basis of
FPL’s prelitninary scoping analysis which predicted, at a high level, which plant components would
require replacement or modification to suppost the increased output of the plants.”® As was

53 Annual Cash Flow, P8I, IPU Project, October 1, 2009.
3 Annual Cash Flow, PSL EPU Project, October 2009.
3 FL PSC Docket 100009-EI, FPL Notice Of Intent to Rchm Party Status, ]amm:)' 6, 2010

36 Shaw Stone & Webster, Inc,, ' P i 1 Balance of 7 i '
February 2008 and Shaw Stone & Webster, Inc., ic N B 0 n N q
Scoping Study, February 2008.
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necessarily the case, this work was comnpleted absent any detailed design work. The information
presented in this study was used as one component of a feasibility analysis which compared the
operating cost of FPI’s portfolio of generating resources with and without the EPU projects™. This
analysis relied upon the projected level of incremental output, the commercial operations dates of
the EPU projects and the duration of the outages, in addition to the estimated cost to complete the
EPU projects. To the extent the resource portfolio that included the LPU projects was projected to
be cheaper to operate than the generating portfolio absent the EPU projects, it was deemed the
LEPU projects wete in the best interest of FPL and its customers. Thus the question becomes would
“petfect” reporting of the revised cost estimates have materially affected the feasibility analysis and
influenced FPL’s cxecutive management’s decision to proceed with the EPU projects in 2008 or
again in 2009?

It is Concentric’s conclusion that, at-best, awareness of a revised forecast could have been improved
by five months. Concentric believes the five month timeframe is appropriate given the Iichruary
2009 meeting between the EPU senior management and the PSL project team. As noted above, this
meeting followed an initial review of the PSL cost estimate in December 2008 and presented a
revised cost estimate that was within $11 million or approximatcly 2 percent of the PSI. cost
estimate that was provided to IFPL’s executive management on July 25, 2009,

It would not be appropriate to assume FPL’s executive management should have become aware of
the revised cost estimate in December 2008. The estimate that was prepared at this time was
reposted to be preliminary in nature and warranted additional review by the EPU project team to
fusther align it to the BPU senior management’s objectives for the EPU projects. Nonetheless, the
EPU senior managetment could have taken this opportunity to notify FPL’s executive management
of the potential to revise the forecast in 2009. Virtually all of the intervicwees agreed with this
conclusion.

Following a conclusion as to how much awareness of the revised cost estimate could have
improved, Concentric evaluated whether this would have affected I'PL’s decision to proceed with
the EPU projects. In this rcgard, it is impottant to note that contemporaneous with the revision to
the cost cstimate, FPL also learned that a higher level of incremental output may be produced by the
EPU projects. This additional output was the result of more detailed engineering which had been
completed since the original scoping studies in 2007,

As noted above, I'PL’s decision to proceed with the EPU projects was based on an economic
feasibility analysis which relied upon the expected incremental output of the facilities as well as the
expected cost, among other iterns. Due to the increase in the projected output of the EPU projects,
the economic feasibility analysis was not substantially affected by the revised cost estimate. Indeed
the July 25, 2009 ESC presentation for PSL indicates the BPU projects continued to be cconomic,
although approximately 14-59% less so, at the higher cost estimate presented duting that meeting.”
Thus, advanced awareness of the increased cost estimate would not have altered FPL’s decision to
proceed with the EPU projects.

57 Florida Power & Light Company’s Petition to Determine Need for Expansion of Electrical Power Plans and for
Exemption from Rule 25-22.082, F.A.C,, Docket No. 070602-El, September 17, 2007.

38 Summary Cash Flow EPU Total 090217 Reviewed.xls, “PSL EPU Project Total,” February 17. 2009.

5 Extended Power Uprates, Project Update, Turkey Point, July 25, 2009 avd Fxtended Power Uprates, Project Update,
Saint Lucie, July 25, 2009.

% Extended Power Uprates, Project Update, Saint Lucie, July 25, 2009, Pg. 50.
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VI.  The Pass-Through of EPU Costs in the NCRC

Concentric’s review of rhe-].,etter has iflustrated the distinction between the cost estimation
process and the incurrence of specific costs. The former is the projection of future costs without
the actual expenditure of company or customer dollars. The later is more critical to the FL. PSC’s
review and involved the actual expenditure of company and customer dollars or the commitment to
do so at @ later date.

Thc-I,etter indicates —conccms are specific to the cost estimation process within
the EPU projects and more specifically the reporting of revised cost estimates to FPL’s executive
management and the FL PSC. The ]l Letter does not identify any costs which are the result of
an imptudent action by FPL. Concentyic confirmed this understanding of the [Nl Letter during

our interview with || R

Similarly, Concentric has not found indications of costs that were the result of imprudent decisions
or actions on the part of I'PL’s management. This conclusion was reinforced by every intervicwee
with whom Concentric spoke. When asked whether they were aware of any costs that should not be
passed along, the unanimous answer was “no”. Indeed, I :cknowledged during our
interview that “the costs will be what they [are]” and his concerns are related to what information
would be presented to the FL PSC. As a resuit, Concentric believes thete are no costs which should
be subject to disallowance by the FL PSC on the basis of imprudent decision-making,

Concentr