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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Nuclear Power Plant ) 
~C=o=st~R=e=c=o~ve=r~v~C=l=au=s=e __________ ) 

Docket No. 1 30009-EI 
Filed: October 14, 2013 

FLORIDA POWER & LIGHT COMPANY'S 
FIRST REQUEST FOR EXTENSION OF CONFIDENTIAL CLASSIFICATION 

OF THE TESTIMONY AND EXHIBITS OF WILLIAM JACOBS 

Pursuant to Section 366.093, Florida Statutes, and Rule 25-22.006, Florida 

Administrative Code, Florida Power & Light Company ("FPL") requests continued confidential 

classification of certain information included in the testimony and exhibits of the Office of 

Public Counsel ' s witness William Jacobs fi led in Docket No. I 1 0009-EI. In support of its 

request, FPL states as follows: 

I. On July 29, 20 11 FPL filed a Request Confidential Classification of Or. Jacobs ' s 

testimony and exhibits. FPL's request was granted by Order No. PSC-12-0198-CFO-EI, issued 

April 13 , 201 I. Document No. 05328-11 , which is the copy of the confidential documents 

attached to FPL' s Request for Confidential Classification, has been returned to FPL. However, 

Document Nos. 04 716-11 and 04 719-11 , which are the copies of the same confidential 

documents attached to FPL' s Notice of Intent to Request Confidential Classification of this 

maleriaJ (which proceeded its July 29, 2011 request), remain in the Commission ' s possession. 

FPL has determined that some of the information contained in Dr. Jacobs 's testimony and 

exhibi ts remains confidential. Accordingly, FPL is fi ling this First Extension Request. 

2. The fo llowing exhibits are included with and made a part of this request: 

a. Revised Exhibit A includes a copy of the confidential testimony and 

exhibits, on which all informat ion that is entitled to confidential treatment under Florida 

Jaw has been highlighted. 



b. Revised Exhibit B consists of a copy of the confidential testimony and 

exhibits, on which all information that is entitled to confidential treatment has been 

redacted. 

c. Revised Exhibit C is a table containing the specific li ne and page 

references to the confidential information, and references to the specific statutory basis or 

bases for the claim of confidentiality and to the affidavit in support of the requested 

confidential classification. 

d. Revised Exhibit D includes the affidavit of Bruce Beisler in support of this 

request. 

3. FPL submits that the highlighted information in Exhibit A is proprietary 

contidential business information within the meaning of Section 366.093(3), Florida Statutes. 

This information is intended to be and is treated by FPL as private in that the disclosure of the 

information would cause harm to customers or FP L's business operations, and its confidentiality 

has been maintained. Pursuant to Section 366.093, such information is entitled to confidential 

treatment and it is exempt from the disclosure provisions of the public records law. Thus, once 

the Commission determines that the information in question is proprietary confidential business 

information, the Commission is not required to engage in any further analysis or review such as 

weighing the harm of disclosure against the public interest in access to the information. 

4. As the affidavit included in Exhibit 0 indicates, some of information 111 the 

testimony and exhibits of Will iam Jacobs is proprietary, confidential business information. This 

includes infmmation related to bids or contractual data, such as pricing or other contractual 

terms, the public disclosure of which would violate nondisclosure provisions of FPL's contracts 

with certain vendors and impair FPL's ability to contract for goods or services on favorable 
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terms m the future. Such information is protected from public disclosure by Section 

366.093(3)(d), Florida Statutes. The testimony and exhibits also include competitively sensitive 

information which, if disclosed, could impair the competitive interests of the provider of the 

information. Such information is protected by Section 366.093(3)(e), Florida Statutes. 

5. Nothing has changed since the issuance of Order No. PSC-12-0198-CFO-EI to 

render this confidential infotmation stale or public, such that continued confidential treatment 

would not be appropriate. Upon a finding by the Commission that the information highlighted in 

Revised Exhibit A, and referenced in Revised Exhibit C, is proprietary confidential business 

information, the information should not be declassified for a period of at least eighteen (18) 

months and should be returned to FPL as soon as the information is no longer necessary for the 

Commission to conduct its business. See§ 366.093(4), Fla. Stat. 

WHEREFORE, for the above and foregoing reasons, as more fu ll y set forth in the 

supporting materials and affidavit included herewith, Florida Power & Light Company 

respectfully requests that its Request for Confidential Classification be granted 

Respectfully submitted, 

Jessica A. Cano 

Jessica A. Cano 
Fla. Bar No. 0037372 
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CERTIFICATE OF SERVICE 
DOCKET N0. 130009-EI 

I HEREBY CERTIFY that a true and correct copy of FPL's Request for Confidential 
Classification (without exhibits) was served via hand delivery* or U.S. mail this 14th day of 
October, 2013 to the following: 

Michael Lawson, Esq.* 
Division of Legal Services 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee, Florida 32399-0850 
MLA WSON@PSC.ST ATE. FL. US 

J. Michael Walls, Esq. 
Blaise N. Gamba, Esq. 
Carlton Fields Law Firm 
P.O. Box 3239 
Tampa, Florida 33601-3239 
mwalls(a),carltonfields.com 
bgamba(@.carltonfields.com 
Attorneys for Duke 

Matthew Bernier, Esq. 
Duke Energy Florida, Inc. 
106 E. College A venue, Suite 800 
Tallahassee, Florida 32301 
Matthew. bern ier@du ke-energy.com 
Attorney for Duke 

Jon C. Moyle, Jr. , Esq. 
Moyle Law Firm 
118 North Gadsden Street 
Tallahassee, Florida 32301 
jmoyle@moylelaw.com 
Attorneys for FIPUG 
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J. R. Kelly, Esq. 
Charles Rehwinkel, Esq. 
Joseph McGlothl in, Esq. 
Erik L. Sayler, Esq. 
Office of Public Counsel 
c/o The Florida Legislature 
111 West Madison Street, Room 812 
Tallahassee, Florida 32399 
Kelly. jr@leg.state. fl.us 
Rehwinkel.Charles@leg.state.tl.us 
mcglothlin.joseph@leg.state.fl.us 
Sayler.Erik@leg.state.fl.us 

John T. Burnett, Esq. 
Dianne M. Triplett, Esq. 
Duke Energy Florida, Inc. 
P.O. Box 14042 
St. Petersburg, Florida 33733-4042 
john. bumett@pgnmail.com 
dianne.triplett@pgnmail.com 
Attorneys for Duke 

Mr. Paul Lewis, Jr. 
106 East College Ave., Suite 800 
Tallahassee, Florida 32301-7740 
pauLlewisjr@duke-energv.com 

James W. Brew, Esq. 
F. Alvin Taylor, Esq. 
Brickfield, Burchette, Ritts & Stone, P.C. 
I 025 Thomas Jefferson Street, NW 
Eighth Floor, West Tower 
Washington, DC 20007-5201 
jbrew@bbrslaw.com 
ataylor@bbrslaw.com 
Attorneys for PCS Phosphate 



George Cavros, Esq. 
120 E. Oakland Park Blvd, Ste. I 05 
Fort Lauderdale, FL 33334 
george@cavros-law.com 
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Robert Scheffel Wright, Esq. 
John T. La Via, III, Esq. 
Gardner, Bist, Wadsworth, et al. 
1300 Thomaswood Drive 
Tallahassee, FL 32308 
Schef@gbwlegal .com 
Jlavia@gbwlegal .com 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Nuclear Power Plant Cost 
Recovery Clause 

STATE OF FLORIDA 

PALM BEACH COUNTY 

) 
) 

) 
) 
) 

DOCKET NO. 130009-El 

AFFIDAVIT OF BRUCE BEISLER 

BEFORE ME, the undersigned authority, personally appeared Bruce Beisler who, being first 
duly sworn, deposes and says: 

1. My name is Bruce Beisler. I am currently employed by Florida Power & Light Company 
("FPL") as Project Manager, Nuclear. I have personal knowledge of the matters stated in this affidavit. 

2. 1 have reviewed Exhibit C and the documents that are included in FPL's First Request 
for Extension of Confidential Classification of the Testimony and Exhibits of William Jacobs, for which 
I am identified on Revised Exhibit Cas the affiant. The documents and materials that I have reviewed 
contain proprietary confidential business information, including information concerning bids or 
contractual data and competitively sensitive data. Disclosure of this information would violate FPL's 
contracts with its vendors, work to the detriment of FPL's competitive interests, impair the compet itive 
interests of its vendors and/or impair FPL's efforts to enter into contracts on commercially favorable 
terms. To the best of my knowledge, FPL has maintained the confidentiality ofthis information. 

3. No significant changes have occurred since the issuance of Order No. PSC-12-0198-
CFO-El to render the information identified in Revised Exhibit C stale or public such that continued 
confidential treatment would not be appropriate. Accordingly, this information should continue to be 
maintained as confidential for an additional period of not less than eighteen months. These materials 
should be returned to FPL as soon as the information is no longer necessary for the Commission to 
conduct its business so that FPL can continue to maintain the confidentiality of these documents. 

4. Affiant says nothing further. 

SWORN TO AND SUBSCRIBED before me this /~ day of ~ber 2013, by Bruce 
Beisler, who is J2_ersonally known to me or who has produced /14 (type of 
identification) as identification and who d id take an oath. 

My Commission Expires: 
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DIRECT TESTll\:IONY 

Of 

WlLLIAMR. JACOBS JR., Ph.D. 

On Behalfofthe Office ofPublic Counsel 

Before the 

Florida Pliblic Service Commission 

Docket No. 110009-El 

l.lNTRODUCTION 

. PLEASE STATE YOUR NAME, TITLE AND BUSINESS ADDRESS. 

My name is William R. Jacobs, Jr., Ph.D. I am a Vice President of GDS Associates, 

Inc. My business address is 1850 Parkway Place, Suite 800, Marietta, Georgia, 

30067. 

DR. JACOBS, PLEASE SUMMARIZE YOUR E DUCATIONAL . 

BACKGROUND AND EXPERIENCE. 

1 received a Bachelor of Mechanical Engi.neel'iug in 1968, a Master of Science in 

Nuclear Engineedng in 1969 and a Ph.D. in N11clear Engineering h1 1971, all from 

the Georgia Institute of Technology. I am a registered professional engineer and a 

member of the American Nuclear Society. I have more than thirty years of 

experience in 1he electric power industry including more than twelve years of power 

plant construction and start-up experieuce. I have participated in the construction and 

start-up of seven power plants in this couutry and overseas in management positions 

including start-up manager and site manager. As a loaned employee at the Institute of 

Nuclear Power Operations ("11\IPO"), I participated in 1he Construction Project 

Evaluation Program, performed operating p1ant evaluations and assisted in 1l1e 
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Q. 

A. 

development of the Outage ~anagement Evaluation Program. Since joining GbS 

Associates, Inc. in 1986, I have participated in rate case and litigation suppott 

activities related to power plant construction, operation and decommissioning. T have 

evaluated nuclear power plant outages at numerous m1clear plants tluoughout the 

United States. I am currently on the management committee of Plum Point Unit 1, a 

650 MWe coal fired power plant under construction llear Osceola, Arkansas. As a 

member of the management comn1illee, I assist in providing oversight of the EPC 

contractor for this project. I am currently the Georgia Public Service Commission's 

(GPSC) Independent Construction Monitor for Georgia Power Vogtle 3 and 4 nuclear 

project. As the Independent Construction Monitor I a-;sist the GPSC Commissioners 

and Staff in providing regulatory oversight of the project. My monitoring activities 

include regular meetings with project management personnel and regular visits to the 

Vogtle plant site to monitor construction activities and assess the project schedule and 

budget. My resume is included as Exhibit WRJ-1. 

WERE YOU ASSISTED BY OT.I:f ER GDS PERSONNEL IN THIS EFFORT? 

Yes, I was. In addition to myself, the GDS team involved in the review and 

cvaluatiou of the requests for authorization to recover costs consisted of Mr. James P. 

McGaughy, Jr., a former nuclear utility executive with over 37 years of experience, 

and Mr. Brian Smith, an expe1t in production cost modeling and feasibility analyses. 

Mr. Smith is SJlOnsoriog testimony on an aspect of our review. His qualifications are 

contained in his prefiled te.stimony. The resume of Mr. McGaughy is attached to this 

testimony as Exhibit WRJ-2. I have reviewed the work of Mr. McGaughy, and bave 

incorporated and adopted it as my own in this testimony. 
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Q. WHAT IS THE NATURE OF YOUR BUSINESS? 

2 A GDS Associates, Inc. ("GDS") is an engineering and consulting fi rm with offices in 

3 Marietta, Georgia; Austin, Texas; Manchester, New Hampshire; Madison, Wisconsin; 

4 and Auburn, Alabama. GDS provides a variety of services to the elec~i.c utility 

5 industry including power supply planning, generation support services, rates and 

6 regulatory consulting, financial analysis, Joad forecasting and statistical services. 

7 Generation support services provided by GDS include 1ossil and mrclear plant 

8 monitoring, plant ownership feasibility studies, planl mauagerneot audits, production 

9 cosl modeling and expert testimony on matters relating to plant management, 

10 construction, licensing and performance issues in technical litigation and regulatory 

11 proceedings. 

12 

13 Q. WIIOM ARE YOU REPRESENTING IN THIS PROCEEDING? 

l4 A. I am appealing on behalf of the Florida Office of Public Counsel ("OPC"), who 

15 represents the ratepayers of Florida Power & Light Company. 

16 

17 Q. \VI-lA T WAS YOUR ASSIGNMENT IN THIS PROCEEDING? 

18 A. I was asked to assist the Florida Office of Public Counsel to conduct a review and 

19 evaluation of requests by Florida Power and Light Company (FPL) for autholity to 

20 coHect historical and projected costs associated with·cxtcnded power uprate ("EPU") 

21 projects being pursued at the Turkey Point 3 and 4 and St. Lucie 1 and 2 nuclear 

' 22 plants, and historical and projected costs associated with FPL's Turkey Poii:t 6 and 7 

23 new nuclear project through tht; capacity cost recovery clause. 

24 

25 Q. lJA VE YOU PREVIOUSLY TESTTh"'lED BEFORE-THIS COMMISSION? 

3 



A. Yes. I testified on behalf of the Florida Office of Public Counsel in the p::evious 

2 NCRC proceedings in Dockets No. 080009-EJ, 090009-Ef and 100009-EI. 

3 Q. PLEASE PROVIDE A BRIEF OVERVlEW OF THE NATURE AND STATUS 

4 OF FPL'S NUCLEAR PROJECTS. 

5 A. .FPL currently has t\vo major nuclear projects under way. The mosl active project at 

6 this time is the project to increase the generating capacity of FPL's existing nuclear 

T units, Turkey Point 3 and 4 and St. Lucie 1 and 2, by <L total of 450 megawatts. This 

8 project is refetTed to as the extended power upratc or EPU project. It is currently. 

9 scheduled to be completed in 2013. FPL has spent approximately $700 million of an 

10 estimated total cost of $2.48 billion on the liPU project. The second project is the 

n development of Turkey Point 6 and 7, a new nuclear plant consisting of t\vo 

12 Westingl10use APlOOO reactors. TJus project is in the licensing stage. It is projected 

13 to provide 2,200 megawatts of capacity with on line dates of 2022 and 2023. At this 

14 time FPL has spent $129 million of an estimated "overnight cost" (that excludes 

15 carrying costs and escalation) of $11.1 billion. 

16 
17 Q. PLEASE SUM!VlARIZE FPL's REQUEST FOR COST RECOVb"'RY IN THIS 

18 DOCKET UNDER THE NUCLEAR C OST RUCOVERY C LAUSE. 

19 A. FPL is requesting authority to include $196,004,292 ofn~clear cost items in the 2012 

20 Capacity Cost Recovery factor. 

2 1 

22 ll.METHODOLOGY 

23 Q. PLEASE DESCRIBE THE MEmODOLOGY THAT YOU USED TO 

24 REVIEW Ai~D EVALUATE THE REQUESTS FOR AUTHORIZATION TO 

25 COLLECT COSTS SUBMITTED BY FPL UNDER THE l.\'1JCLEAR COST 

26 RECOVERY CLAUSE. 
4 



1 A. I first .reviewed the Company's filings in this docket and assisted in the issuance of 

2 numerous interrogaturi~s and requests for production of documents. To evaluate the 

3 issues related to project schedule, cost and risk management,. I reviewed many 

4 internal documents, status reports and correspoiideuce with regulatory authorities. I 

5 reviewed Jesponses to discovery requests and issued additional discovery requests as 

6 needed. I assisted OPC attorneys with the depositions ofFPL witnesses. 

7 

8 Q.WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

9 A. In my testimony, I wiU address three subjects. The first subject is the inappropriate 

10 methodology that FPL employs to assess the long -term feasibility of its EPU uprate 

11 project. Next, I will describe bow the deficient feasibility methodology and 

l 2 imprudence on FPL' s part in the areas of selecting a "fast track" approach for the 

13 EPU project, estimating the overall costs of the uprate projects and managing risk 

14 dming the project have potentially placed the utility in the position of incurring 

15 unreasonable costs that are in excess of those associated w.ith an alternative 

16 generation plan and so should be disallowed from the amounts that FPL is authorized 

17 to co fleet fi·om customers. Finally, I will address the issue relating to the esti.rnate of 

18 the capital costs of its EPU project that FPL submitted in. prefiled testimony dated 

19 May 1, 2009, and that it decided not to update either prior to. or during the September 

20 2009 heruing in Docket No. 090009-EL 

21 

22 Q. 

23 

24 

llLSUM.iVIARY 013' TESTIMONY 

PLEASE SUMMARIZE YOUR CONCLUSIONS WITH RESPECT TO THE 

.METHODOLOGY TaA T FPL USES TO PERFORM ITS FEASIBILITY 

ANALYSES OF THE UPRATE PROJECTS. 
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A. I conclude that FPL's comparison of the cumulative present value of revenue 

requirements of two resource plans--one incorporating tbe nuclear 11prate projects and 

another witho·ut the nuclear uprates-- in which FPL excludes arnounts already spent 

from the capital costs of the "with uprate" scenario, is ill-suited to the circumstance of 

FPL's EPU uprate project. Tbis is because FPL had liltle grasp of what the capital 

costs would be at the beginning ofthe project, and FPL's estimates ofthe cost of 

completing the projects ("to-go costs") have increased dramatically from the outset. 

Excluding "sunk costs" is an accepted way of performing a feasibility study when the 

overall project cost is known, stable and well defined. However, if the project costs 

are largely unlmown and estimates are lmderstaled at the outset, and if as a result the 

"to go" costs increase nearly as much as the rumual "past spent" amount that is 

excluded from the con:pru-ison over time, the exercise can cause misleading results: 

based only on "to go" coste;, the analysis will likely continue to show feasibility, but 

when all costs are considered, the project may be uneconomical for customers. If 

there was ever a valid basis for using the comparison of revenue requirements as the 

means of evaluating the feas ibility of the uprate projects, it bas eroded in light of 

PPL's expexience with estimating the costs of1he project. My GDS colleague, Brian 

Smith, will illusu:ate the problem and propose a means of compensating foT the 

distortion produced by FPL's inappropriate methodology pending the adoption of a 

. replacement methodology. In t11at regard, for future feasibility studies I recommend 

that the Commission direct FPL to perform a "break-even" analysis for the uprate 

projects similar to the "break-even" shtdy tl1at it prepares to s\1pportthe long-tenn 

feasibility of its proposed new ~uclear units, and to calculate separate such 

"br~keven" thresholds for the St. Lucie nnd Turkey Point sites. 
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A. 

PLEASE SUMMARIZE YOUR TESTIMONY CONCERNING 

MAl"'llAGEMENT IMPRUDENCE AND YOUR RECOMME:WA TTON THAT 

THE COMMISSION DISALLOW COSTS FOR THE EPU PROJECT THAT 

ARE GREATER THAN THE .BREAKEVEN COSTS. 

FPL's uprate projects began with what Fl'L styles an initial "scoping" study, followed 

by an " indicative" bid from Bechtel, its EPC contractor. As FPL's witness Jones 

acknowledges, an uprate to an existing nuclear unit is a hugely complex undertaking. 

At the beginning, it is imbued. witll enormous uncertainties. This type of project is 

uniquely unsuitable for the fast track approach, in which an organi2.ation commits to a 

project and spends large sums before it has any idea of the ultimate cost. Not only 

did FI?L not have a reasonable idea of the final cost of the proj ect, FPL exacerbated 

the situation by faiJing to quantify the "breakcven" point (that is, the maximum cost 

per installed kW ofuprate capacity that would be as cost-effective or more cost­

effective than the aJternative to the uprate). Such a ''breakeven" analysis is better 

suited to a project that is characterized by substantial uncertainty than is the 

comparison of revenue requirements that FPL adopted as hs long tenn feasibility 

1ncthodology for its uprate projects. Even today, FPL does not have a good handle on 

the ultimate cost of the uprates, and it docs not incoJporate a contingency factor that 

is adequate for the circumstances. Further, FPL was slow to recognize and take into 

account early indications that its injtial estimates wer6 inadequate. These missteps 

constitute imprudence that has exposed customers to the real likelihood that costs of a 

plan with the uprate projects will be higher than con·esponding costs of a resource 

plan that does not include the projects. In fact, OPC witness ru1d fellow GDS 

vonsult;mt Brian Smith will demonstrate that, at1his stage of the projects, FPL's own 

data indicate that customers will see net costs, not net benefits, fi·om the uprate 
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A. 

projects. Tbis is the case even though the biggest expenditures are yet' to come. To 

protect the customers from I1aviug to bear unreasonable costs occasioned by FPL 's 

impmdence, I recouuuend that the Commission should disallow all costs greater than 

the brcakeven cost fi·om the amount that FPL seeks to collect through the NCRC. 

Because estimated capital costs and years of operations remaining prior to ilie 

expiration of operating licenses differ materially betv,·een lhe St. Lucie and Turkey 

Point uprate activities, 1 further recommend tl1at the Commission dircctFPL to 

perform a breakeven analysis for eacu EPU project, so that the economic feasibility 

and the justification for the continuation of tho extended uprate project at each plant 

site c11n be evaluated individually rather than being lumjled together. 

'PLEASE SUMMARIZE YOUR CONCLUSIONS AND 

RECOiVIMENDATIONS WITH RESPECf T O THE ISSUE OF WHETHER 

FPL SHOULD HAVE Al'VIENDED ITS TESTIMONY CONCERNING ITS 

ESTIMATE .OF CAPITAL COSTS ASSOCIATED 'WITH THE UPRATE 

PROJECTS DURING TilE SEPTEMBER, 2009 EVIDRNTIARY liEAIUNG. 

Based on my review of informntion provided in discovery, I COJlclude the information 

regarding the cost of the EPU projects that PPL included in pre.filed testimony iu May-

2009 was not the most current view of the mility, as the estimate in the May prefiled 

testimony had been effectively superseded by revised estimates as of the Executive 

Steering Committee meeting of July 25, 2009. At that time, managers of the uprate 

projects increased the estimate contained in May 2009 prefiled testimony by some 

$300 millim1, representing a 21 %_increase above the estimate contained in the 

prefiled testimony. FPL's uprate managers adjusted their estimates of capital costs 

again iu August 2009, when they increased estimated capital costs by another $144.5 
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A. 

million, or a total of$443.6 million more than the amountFPL had been using as its 

estimate since 2007. FPL should have apprised the Commission of these 

developments no later than lhe time wl1eo its witness testified in the evidentiary 

hearing conducted on September 8, 2009. Further, because tlu! capital cost estimate is 

.a key compm1ent of the t1tility's long-term feasibility study which the Commission's 

rule requires FPL to present annually, FPL also should have revised its feasibility 

calculations to reflect tho increased capital cost estimate and 1J1e correspondingly 

lower benefits associated with the increase during the same hcarfng. I am informed 

by OPC's counsel that OPC regards these failures as a violation of the rule governing 

the nuclear cost recovery clause. 

IV. FPL'S INAPPROPRIATE MEmODOLOGY FOR MEAS{JIUNG 

LONG T.ER.l'\1 FEASIBILITY OF UPRA TES 

PLEASE SUMMARIZE THE METHODOLOGY THAT FPL EMPLOYS IN 

ITS ANALYSIS OF THE LONG TERM FEASffill,ITY OF THE UPRATE 

PRO.JECTS. 

FPL uses a methodology called the Cun-cnt Present Value of Revenue Requirements 

(CPVRR). Using this methodology, the Company compares the revenue 

requh'ements flowing from a generation pot1folio containing theEPU projects to a 

generation portfolio without the EPU projects for tJ1c entire l~fe of the projects. The 

revenue requirements include fuel costs, capital costs, opel'ating costs and all other 

costs related to operation oftlte plants. FPL calculates the present value ofthese 

costs a~d compares the sum oflhe revenue rcqltirements for each generation 

portfolio. TI1e generation portfolio with tile lower CPVRR is considered to be the 

more economical portfolio. FPL excludes expenditures incurred prior to the analysis, 
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A. 

Q. 

A. 

Q. 

and iucludes only the remaining costs to complete the unit as capital costs, on the 

basis that tho expenses incurred in prior periods are "sunk costs." 

DID YOU ADDRESS THIS CHOIC.ll: OF METHODOLOGIES IN THE 

TESTiMONY Tl:IAT YOU SUBMI1TED JN DOCKET NO. 100009, PRIOR 

TO THE DECISION TO DEFER FPL-RELATED ISSUES TO TillS 

lffiARlNG CYCLE? 

Yes, I discussed my view of the shortcot~1 ings ofthe methodology as it is applied to 

the EPU !Jprate projects in the prefiled testimony that I pre~ented in Docket No. 

l00009-EI. The comments tl1at I made in that testimony remain valid. 

PLEASE. TELL THE COMMISSIONERS WHY YOU BELIEVED THEN, 

A!~D CONTINUE TO BELIEVE NOW, THAT FPL'S METHODOLOGY, AS 

IT IS APPLIED TO THE EPU UPRATE PROJECTS, IS DEFICIENT. 

The CPVRR m~thod utilizing only cost to complete is appropriate for evaluating a· 

project with known and st;:~ble cost. As 1 explained in my testimony in Docket No. 

100009-EI, this method is not appropriate for evaluating the economics of a project 

for which the final estimated cost js rapidly increasing. Iftltc estimated total cost is 

increasing at a rate that approximates the expenditures on the project, the cost to 

complete wiU be unchanged while the total project cost is rapidly increasing. Tllis 

masks the true picture of whether the project is economically feasible. 

ARE THERE INDICATIONS THAT THE SHORTCOMJNG THAT YOU 

DESCRIBE IS AFF.ECTll~G THE VALIDITY OF THE RF.SUL TS OF THE 

ANNUAL ANALYSIS THAT FPL CONDUCTS? 
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A. 
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A. 

Yes. As discussed further in the testimony ofOPC witness Brian Smith, it appears 

that tl1e EPU projects provide net costs, not net benefits, to customers when total costs 

of the project are considered and compared to the alternative generation portfolio. 

Yet, FPL's feas ibility analyses, which ignore pa<tt expend itures, continue to show that 

the BPU projects have economic benefit. 

ROW DOES THE METHODOLOGY 'TI!AT FPL EMPLOYS TO l\.1EASURE 

LONG TERM FEASIBILITY OF ITS EPU UP RATE PROJECTS COMPARE 

TO THAT WlllCH IT USES TO ASSESS THE FEASIBILITY OF ITS 

PROPOSED 1\"EW TURKEY POil'iT NUCLEAR UNITS? 

FPL uses a "breakeven" methodology to assess the feasibility of the new Turkey 

Point 6 and 7 uruts. In the breakeven methodology, FPL calculates the total capital 

cost at which the CPVRR of a generation portfolio including the new nuclear units 

equals the CPVRR of the alternate generation portfolio. If the cost ofthe new nuclear 

units exceeds the breakeven cost, the units are uot economically feasible . If the cost 

is less than the breakeven cost, they arc economically feasible. 

'VIIA T INFORMATION DOES A DREAKEVEN ANALYSTS PROVIDE, AND 

Dr WHAT CffiCUl\llSTANCES IS T.Hl'S l NFORMATION USEFUL? 

A breakeven analysis provides the projecllotal cosl lhal the project must come in at 

or below for the project to be beneficial to ratepayers. lbis information is very useful 

for project managers to monitor the uliimate feasibility of the project as the project 

proceeds. Jf project cost estimates are rapidly increasing, the breakeven analysis 

provides an early warning to project managers that the project may no longer be 

feasible. 

ll 



2 Q. HAS FPL CONDUCTED A BREAKEVEN A. 'l"AL YSIS FOR ITS UPRATE 

3 PROJECTS THAT IS SIMILAR TO TilE ONE IT PERFORMS FOR ITS 

4 PROPOSEDNEWNUCLEAR UNlTS? 

5 A. No. In response to OPC Tnterrogatory No. 85 (included as Exhibit WRJ-3), which 

6 asks FPL to explain why a breakevcn cost analysis was conducted for Turkey Point 6 

7 and 7 but not fox the EPU project, FPL states: 

8 It is not necessary to pe1fo1m a breakeven cost analysis in 
9 order to evaluate a potential generating unit option. 

10 
11 This response further states: 
12 
13 · In its need filing for the Turkey Point 6 and 7 project, FPL 
14 chose to introduce a new break.even co~t calculation 
15 approach for that specific project. This approach was 
16 developed and .utilized because offue more numerous areas 
17 of uncertainty that would affect the analysis of a much 
18 longer-term project. 
19 
20 In testimony (Sim May 2, 2011 page 10, lines 12 - 17), FPL asserts that the 

21 comparison of the cumulative net present value of revenue requireJ.nents is the 

22 appropriate method to use for I he up rate projects. FPL offers no explanation for this 

23 position. 

24 

25 Q.DO YOU AGREE '\VITH FPL ON TIDS POINT? 

26 A. No. I believe the breakeven analysis is more appropriate than the CPVRR 

27 .methodology for the uprate projects, just as it is the methodology of cl10ice for the 

28 proposed new units. 

29 

30 Q. IN RESPONSE TO OPC INTERROGATORY 85 FPL DISCUSSES ITS USE 

31 OF A CPVRR A.l'iALYSIS TO EVALUATE THE WEST COUNTY ENERGY 

12 



1 CENTER UNITS. DO YOU AGREE TIIAT TffiS JS AN.APPROPRIA TE 

2 ANALOGY? 

"' A. :J No, I do not. The use of a CPVRR evaluation is appl'Opriatc for the Wes:t County 

4 Energy Center Units. These are gas fu·ed, combined cycle units of which lnmdreds 

5 have been constructed around the country. FPL has extensive expcdence, including 

6 recent experience, in constructing this type ofuuit. For a unit with high cost 

7 cert.:'linly, such as a combined cycle unit, a CPVRR cvalualion is appropJiate. This is 

8 cleady not the case for the EPU projects. 

9. 

10 Q. WHAT S.ll\1ILARITIES EXIST BETWEEN TilE l?RO.n:cr TO BUJLD NEW 

11 UNITS AND THE UPRATE PROJECTS THAT LEAD YOU TO STATE THE 

12 SAME TYPE OF FEASffiiLITY ASSESSMENT SHOULD BE PERFORMED 

13 FOR EACH? 

14 A. Because of the complexity of U1e project and FPL's decision to "fast track'' its 

15 construction prior to the completion of the engineering design activities that are· 

16 necessary to quantify cosf.s, the costs of the BPU uprate projects are as highly 

17 unce1iain, if not more so, than the costs of the new 1\.trkey Point units. (I will 

18 develop the level of uncertainty that supports this observation more fuJJy in a later 

19 section of my testimony.) Accordingly, everything that FPL said about the suitability 

20 of the breakeven analysis to t11e proposed uew nuclear units is fully applicable to the 

21 EPU uprate projects. As the uprate projects progress, it is important for project 

22 managers to recogni;le when the project cost forecac;t is approaching the point at 

23 which 6e project is not economically feasib le. Reliance on only a CPVRR 

24 methodology can result in the continuation of a project when it is no longer 

25 economically feasible and when it is too late to make necessary changes. 
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2 Q. 

3 

4 A. 

5 

6 

7 

8 

9 

10 

11 

12 

13 v. 

14 
15 Q. 

16 

17 A. 

18 

19 Q. 

20 

21 A. 

22 

23 

24 
25 
26 
27 
28 

\VRA T ACr!ON DO YOU RECOMME'ND TO TilE CO.l\IIMISSION ON THIS 

SUBJECT? 

I recommend that the Commtssion find the long term feasibility methodology that 

FPL applies to its uprate projects is inapjJropriate and should not be accepted. I 

recommend that the Commission find that the results ofthe feas ibility analysis 

sponsored by FPL ill this case are misleading, in that tlleymnslc what can be 

described a "shortfall iu cost-effectiveness" of the upratc projects that I attribute to 

management imprudence. Finally, PPL should be directed to perform a breakeven 

analysis for its uprate projects similar to that which it prepares annually"fol' its 

proposed new units. 

OORUDENCE OF FPVS lVIANAGEMENT OF TIIE EPU PROJECT~ 

IIOW IS FPL APPROACHING THE PLANNING AND CONSTRUCTION OF 

THE EPU UPRATE PROJECTS? 

FPL is employing wi1at is called a "fast track" approach. 

YVIIAT IS A ''FAST TRACK" METHOD OF CONSTRUCTING A PROJECT, 

AND HOW DOES THAT DIFFER FROM A NORMAL APPRO A CIT? 

FPL witness Jones, in hls May 2, 201 1 testimony, at page 17, quotes the Project 

Management Institute's "A Guide to the Project Management Body ofKnowledge", 

third edition, l will quote from tJ1e same book, page 146: 

Fast Tracking. A schedule compression technique in which phases or 
activities that norma11y would be done in sequence are performed in parallel. 
An example would be to construct the foundation for a building before all the 
architecture drawings are complete. Fl'lst tracking can result in rework aud 
increased. risk. This approach can require work to be performed without 

14 



1 
2 
3 
4 
5 Q. 

6 

7 

8 A. 
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23 Q. 

24 

25 A. 

26 

27 

complete detailed iufommtion, such as engineering drawings. It results in 
u·ading cost for time. and increases the risk of achieving tl1e shot1ened project 
schedule - (emphasis added) 

WliAT ARE THE ARCHITECTURE AND ENGlNEEI.UNG DRAWINGS, 

AND WHY WOULD PROCEEDING WITHOUT COMPLETE DRA WlNGS 

RESULT IN L."l'CREASE COST FOR TJJE PROJECT? 

The architecture and engineering drawings provide tho fUlal engineering design ofthe 

project. . "Final engineering design" refers to the full specifications (size, materials, 

configuration, etc.) of the physical components to be installed. Proceeding without 

complete drawings and engineering can result in increased project costs in several 

ways. First, as described above, rework may be required if the final design is 

different fi·om a preliminary design that is implemented on tbe project. In addition, 

until the final design is complete, the true scope of the project is not known and the 

final cost is impossible to estimate with any degree of accuracy. Thus, the actual 

fmal cost may be significantly more than the original estimate because the scope of 

work included in the original estimate was incomplete. Finally, an engineering and 

cons1ruction contractor will not be able to provide a firm bid on a project based only 

<?n preliminary engineering. Since the scope is not l<no\VlJ, the risk is too great. 

Therefore, to protect itself, an engineering and construction contractor will only 

provide a bid on a "time and materials~' basis. This results in a high likelihood of 

increased costs. 

DOES FPL PLAN TO PERFORM WORK WITUOUT COMPLETE DESIGN 

DRAWINGS? 

Apparently, FPL is considering this option. The pace of the completion of design 

engineering drawings l1as been far ·slower thall that which would be needed to support 

FPL's implementation schedule. I will develop this point in greater detail later in my 
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1 testimony. For my immediate pui·poses, I have attache<) as Exhibit WRJ-4 a graph 

2 that FPL uprate managers presented to FPL 's Executive Steering Committee for lhe 

3 meeting of October 27,2010. The graph depicts the actual amOLmt of design 

4 engineering for the St. Lucie uprate project 1hal has been completed over time, and 

5 shows the status (as of the October 20 10 meeUng) of the design engineering work 

6 relative to the stated target date of July 2011 for 90% completion of tlte work. To 

7 gain an appreciation for tl1e degree to which lhe rate of completed design eugineering 

8 would have to acceler-ate in order for FPL to achieve its current schedule tor 

9 accomp) ishing design work, I bave added a data point reflecting the status of 

10 engineering as of April 2011 -- the most recent date for which l have FPL data -- and 

11 then drawn a dotted line to connect that date to the target dale. The steep dashed line 

12 shows that for FPL to adhere to its schedule for placing the additional megawatts of 

13 capacity associated with the uprate projectc;. into service, either tl1e speed with which 

14 FPL and Bechtel are perfonning design engineering would have to increase 

15 dramatically- at a rate which experience to date suggests would be highly unlikely-

16 or PPL would have to perform construction without having completed design work, 

17 which would mean the ultimate costs would be even more uncettain. Of course, the 

18 altemative would be to slip the schedule. However, that would also have 

19 cousequences in the form of increased costs and a smaller amount of time within 

20 which to generate fuel savings sufficient to offset the capital costs of the uprate 

21 addirions before the nuclear units' opetating licenses expire-all of which bas 

22 implication;> for the projects' economic feasibility. To date, FPL's position has been 

23 that it intends to adhere to the existing schedule, now.'ithstanding the large amountof 

24 design engineering that remains to be done. That plan necessarily entails the type of 

25 cost risk to which the publication refers. fPL witness Jones, in his deposition, stated 
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A. 

that if portions of the design engineering arc not ready in time to support the 

implementation schedule, it would be possible to undertake construction "at risk" in 

advance of the completion of design work (Jones deposition transcript, Jtme 22, 2011, 

at pages 23 - 24). This, as his term "at risk" implies, is very risky :fi·om a cost, 

schedule and NRC point of view. 

IS FAST TRACKING APPROPRIATE FOR PROJECTS SUCH AS THE FPL 

EPU PROJECTS? 

In my OJ?inion, it is not. I agree wholeheartedly with FPL witness Jones when· he says 

"The EPU project is of extraordinary managerial and teclmical difr1culty. FPL 's EPU 

pr9ject represents one of the largest and most complex nuclear design, engineering 

and construction projects undertaken in the nuclear industry since the construction of 

the last generation ofU.S. nuclear plants." (Jones May 2, 2011 testimony, page 4, 

Jines 16- 19) However, this has be·en true of the projects ti·om the outset. These 

projects represent a combined 450MWe of nuclear capacity, which is larger than 

some existing nuclear plants. Practically all of the last generation of nuclear projects 

to which Mr. Jones refers were built 'vith variations of fast track, time-and-material 

coutxacts with disash·ous results fTom a cost and scheduling standpoint. The utility 

industry said "never again." For the:: current generation of new nuclear units, utilities 

have chosen to negotiate contracts that have fixed scope and fixed price features to 

control cost and provide some degree of cost certainty to ratepayers, stockholders 

and regulators. This is the approach wisely taken by FPL and PEP in approaching the 

Turkey Point 6&7 and Levy .1&2 projects. Nevertheless, FPL has chosen to approach 

the EPU projects in the same, high risk mmmer in which the last_gcneration of nuclear 

tmits were built 

17 
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2 Q. DOESFPLACKNOWLEDGETIL\TTimFAST-TRACKI'ROCESSHAS 

3 CAUSED PROBLEMS? 

4 A. 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 Q. 

21 

22 A. 

23 

24 

25 

Yes. Ou July 25, 2009, the EPU project management gave a presentation to the 

Executive Steering Committee (ESC) revealing significant project cost increases. 

Part of the presentation consisted of project manage1:nent executives di.scussing the 

"lessons leamed" so far in the project. Conceming the fast-track process, the 

following bullets were included: 

o U11derestimated the risk and costs associated with the fast track project 
. . 

concept (Turkey Point 7/25/2009 update page 39-Bates 000094) 

o Fast Track Modification Control(l'urkey Point 7/25/2009 update page 40-

Bates 000095) 

o Looked at the project only fi·om a high. level risk assessment 

o Should have don( c) a more detailed risk assessment when establishing 

the budget 

o Did not assess the quality of original site staffing due to fast tracking 

These comments are from the Turkey Point presentation. Those fi·om the St. Lucie 

presentation are essentially the same. (Bates number 000474 and 000475) 

DID THE PROJECTS START OUT AS FAST TRACI~ 

PROJECTS? 

No. Based on infonnation that OPC acquired fi·om FPL's former Vice President-

Uprates during discovery, it is my w1derstanding that FPL contemplated proceeding 

with the uprate activities using FPL 's normal prqjcct management process befme 

senior management directed project managers to use the "fast track" approach to 
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L attempt to place the additional megawatts on line by 2012. See Exhibit WlU-11. 

2 Pages TR-25-28. 

3 
4 Q. IS THE STATUS OF PROJECT DESIGN COl\1PLETION AN 

5 IMPORTANT FACTOR 1N THE SUCCESS OF A PROJECT? 

6 A. Tnmy opinion, it is extremely important. Completing the design is lhe key to 

7 !mowing the cost and schedule. Prior to tlte design reaching a relatively high state 

8 of completion a significant amount of uncertainty exists in the key drivers of 

9 project cost and schedule includi11g: 

10 • Number of modifications to be installed; 

11 o Estimated craft maohours; 

J2 o Estimated engineering costs; 

13 o Estimated equipment costs; 

14 • Estimated material costs; 

15 • Licensing requirements; 

16 " Project critical path. 

17 As a result, cost and schedule estimates for a fast truck project are highly 

18 uncCitain: Actual projects costs arc likely to exceed initial estimates as the design 

19 of the project is completed and the scope of the projecL js identified. Initiating a 

20 very large and complex project with a high level of cost and schedule uncettainty 

21 can lead to an unsuccessful project that does not provide lhe hopeJ for benefits. 

22 
23 Q. DOES COST CERTAINTY INCREASE' AS DESIGN ENGINEElUNG 

2'~ ADVA.l~CES TOWARD COMPLETION? 
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t1 
5 
6 

7 

8 
9 

10 
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14 Q. 

15 

16 A. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Yes, and FPL agrees. Page 10 of tl1e September 9, 2009 presentation to the .FPL 

Executive Steering Committee (ESC) states: 

Engineering and Desigu will complele in December 201 0 
improving cost certainty. 

(As of Aprill8, 2011 , only 31% of the engineering design projects, called 

modifications or "mods," have been c<>mpleted.) 

Page 7 oftbe March 8, 2010 presentation (a little over a year ::1go) to the ESC states: 

The project is at the very early stages of desigo. Cost 
certainty will improve as design is completed. 

THESE QUOTATIONS ABOVE REFER TO THE "DESIGN". 'VHAT ~S 

MEANT BY THAT? 

These statements are refening to design engineering. The project record is full of 

references to cost uucettainty usually associated with the status of the design 

engineering ofprojectmodifications. Desig~1 engineering on 1his project is divided 

into disct'cte packages that are associated with a particular project or mo~ification. · 

Examples are Turkey Point Unit 3 Main Feed Pump Replaceme~1t, Condensate Pump 

and Motor Replacement and Containment Cooling Modifications. The total EPU 

projects cutTently consist of209 Mods, in~luding 95 at St. Lucie and 114 at Turkey 

J>oint. Over the past year, the projects l1avc grown ti·om 191 to 209 Mods, and the[·c 

lik~ly will be more. 

26 Q.WHAT IS TI-IE STATUS OF DESIGN ENGJNEERJNG AT THIS TIME? 

27 A. As I said eru·.lier, the latest information that I have is as of April 201 1. It was supplied 

28 by the Company in its response to OPC Interrogatory 50. It sUites that 31% or 65 of 

29 the 209 Mods have completed design engineering allowing some cost certainty for 

30 tlioseMods. From Jantlaly 2010 until the latest data provided by FPL in April20l l, 
20 



a period ofl5 months, the FPL EPU organization has completed the design of65 

2 Mods (31 %) or a little over 4 per month. They nre scheduled to complete all209 

3 Mods by th~ end of201 1, or 144 over 8 months, or about 18 per n~onth, requiring a 

4 signjficant increase.in the completion rate achieved to date. WRJ-4, to which r 

5 · referred earlier, is a graph from the October 27, 2010, meeting showing the schedule 

6 for Design Modification completion. Tlle dotted line indicating lhe slow pace of the 

7 progress during the six months prior to April 18,2011 and the additional line 

8 indicating the steep rate of acceleration that would be needed to enable FPL to remain 

9 "on course," provide a dramatic visual of the lack of engineering progress. 

10. 

11 Q.COULD IT BE THAT A NUMBER OF MODS ARE ALMOST COMPLETE? 

12 A. According to the data, !here are 23 Mods that are between 90% and 100% complete 

13 and 37 that are between 30% and 90% complete. There are 67 that are between 0% 

14 and 30% complete and 17 that have not been started. I do not find these figures 

15 encouraging. 

16 

17 Q.IS THE COMPANY CONCERNED ABOUT TIDS SITUATION? 

18 A. 
19 
20 
21 
22 
23 
24 
25 

Yes, lhey are. In the March 23,2011, ESC presentation (Exhibit WRJ-5) on page 21, 
FPL states that: 

Bechtel (the HPC contra~tor) has struggled with meeting 
pre-outage milestones for t.lcsigu modi11cations 
requiring increased focus and management at1en tion. 

It also states that recovery plans have been established. FPL wi1ness Jones stated in 

26 his deposition of June22, 2011 that he has started contracting out some ofthe work to 

27 other engineering firms. (Jones deposition transcript, June 22,2011, page 42, liues 22 

28 - 24) With an outage starting in fiye months, this may be too little, too late. I have 

29 noted in the c .ompany's response to OPC Interrogatory No. 56, which asks for the 
21 
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outage schedule, that every outage date is prefaced with the tentative "currently 

scheduled." 

liAS LATE ENGINEERING ALREADY CAUSED DELAYS IN 

COMPLETING THE EPU PROJECTS? 

Yes. The outage for completion of implementation of the first EPU project, St. Lucie 

I , has slipped three months from August30, 20 II, to November 26, 20 11. The other 

outages have slipped some also. The ESC was told at its March 23, 2011, meeting 

(ESC s lides, page 36) (Exhibit WRJ(FPL)-6) 

Moved outage start dates to provide additional time for 
engineering and planning, bringing more certainty with 
execution. 

WHAT IS THE CURRENT OVERALL STATUS OF THE PROJECTS? 

As witness Jones indicates in his testimony, the projects are still in the early 

stages. Engineering is on ly 50% complete on a manhour basis and only 31% of 

the known project modification designs are complete. At this point, according to 

Dr. Sim, FPL has spent only $700 million out of$2.48 billion total. The first 

major EPU implementation and completion outage is coming up at St. Lucie 1, 

only some 4 Y2 months away, and 1 would point out that for that outage only 15 of 

45 currently identified Mods have completed engineering. FPL has hired an 

outside estimating firm to help cost out the completion on over l 00 Mods for 

Turkey Point, indicating that they are a long way from having costs nai led down 

on construction at Turkey Point. (FPL Response to OPC Interrogatory No. 83) 

Because this Turkey Point estimating work is in the early stages, I expect that the 

estimating for construction at St. Lucie is also very early in its development. FPL 

has to spend almost $2 billion (according to their soft numbers) over the next 18 
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months for work that is, as oftoday's date, unplanned and unpriced . Based on 

what they know now, the almost $2 billion can only be an uneducated guess. 

ARE THERE OTHER ISSUES THAT ARE OJ.!' CONCERN FOR THE EPU 

COST AND SCHEDULE? 

Yes. Witness .Jones identifies a number of add itional}lroblems beside the design 

in his May2, 201 1, testimony: (Jones May 2, 201i, testimony, pages 35 -38) 

o Structural Integrity-This factor deals with the abil ity of existing buildings, 

floors, waUs, etc. to suppmt new; heavier equipment in place and also as the 

equipment is· transported to its proper position in the plant. This engineering 

and planning work has not been accomplished and will cause additional 

engineering as well as construction. 

o Limited Work and Staging Space- Because o( the numerous mods to be 

accomplished at the same time, the plruming and scheduling of simultaneous 

projects in the same work spaces are very difficult. This ~'Vi II cause additional 

engineering and labor costs. 

o Rigging ofEquipmeut-Mr. Jones states that some oft he equipment to be 

replace or modified weigh up to 185 lons. Some of it is in places that are 

difficult to access. The additional costs are associated with engineering aud 

implementation of this unplanned for ..;'Vork. 

o Operating Plant Environment-! discussed this eru·Jier. This means that every 

action taken inside a licensed nuclear power plant must take into account' the 

plants NRC technical specifications. For example, there will some equipment 

that cannot be taken out of service unless a backup is in operation. Physical 

security, health })hysics, and radiation protection specifications must be 
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strictly adhered to. fitness for duty requirements must be applied to all plant 

aud contractor personnel. 

o Work Order Planning and Integration with Routine Outage Activities- Work 

in operating nuclear facilities must be detailed with strict, speci fie procedures 

that must be developed before work begins. Also, during a refueling outage at 

a nuclear power plant, there is a beehive of aclivily thal will be taking place 

normally without the installation ofthc 209 mods. Coordination of the.se 

efforts will increase cost and lengthen schedules. 

Witness Jones indicates in his response to OPC INT 80 th::~t: 

.. . the extent and impact of these complicating factors cruu1ot be fully 
detennined until the associated engineering and construction planning 
activities are completed. 

WHAT DO YOU CONCLliD"E CONCERNING TEE MANAGEMENT OF 

THE FPL EPU PROJECTS? 

I conclude that that the decision lo fasl track these projects and to pursue them 

without pclforming a breakeven analysis was an imprudent decision on the part of 

FPL ma.uagement. I expect significant increases in project cost and more project 

delays in the coming two years. Project cost will not be known imtil l'he project is 

complete, rendering FPL's feasibility analyses of relatively little usc. This fast 

track decision will likely resuJt in costs that will significantly exceed the cost of 

the studied alternative. 

UOW WOULD YOU DESCRlBE T£:l'E NATURE OF FPL'S EPU 

PROJECTS, 1N TER1\1S OF TIIE DEGREE OF UNCERTAINTY Al'\IJ) 

COMPLEXITY? 

As witness Jones states in bis testimony and I have discussed above, tbc EPU 

projects are the largest and most complex since the last generation on U.S. nuclear 



1 plants. I would maintain that it is even more complex, because it must be 

2 accomplished within existing, operational nuclear plants, creating all the 

3 expensive complications that witness Jones discusses so well. I would add, 

4 however, that witness Jones' points regarding con1plexily have been known from 

.5 tlw beginuings of the project, and demonstrate wliy the decision to "fast track" the 

6 uprate projects was so risky. 

7 

8 Q. IN YOUR OPINION, DO FPL'S ESTIMATED COSTS CONTAlN 

9 ENOUGH CONTINGENCY AT TillS TIME GIVEN TliE PRESENT 

10 STATUSOFTHEEPUPRO.JECTS? 

11 A. No, they do not. In its answer to OPC Interrogatory 77, .FPL states that its 

12 contingency in its current number is from 0 to 7%, which seems quite small 

13 considering that the engineering is only 50% complete and the major construction 

14 has not yet been estimated to the level of detail necessary to set up conslmction 

15 contracts (See response to OPC Interrogatory 83.) In my opinion, a higher 

16 contingency commensurate with the cmrent design and construction status would 

17 be appropriate. 

18 

19 Q. FPL'S PAST AND CURRENT FEASIBILITY ANALYSll'.S INDICATE 

20 TilE EPU UPRATE PROJECI HAVE BEEN AND ARE CURRENTLY 

2 1 COST~EFFECTIVE TO CUSTOMERS. DOES THAT AlLAY YOUR 

22 CONCERNS REGARDING THE SIGNIFICANT INCREASES IN TIIE 

23 CAPITAL COSTS THAT FPL HAS ESTllVIA T.liD IT WILL JNCUR TO 

24 COMPLETE THE PROJECTS? 
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No, it does not. As I discussed above, the capital costs are still uncertain at1bis 

point. As OPC Witness Brian Smith points out, the EPU projects are not feasible 

under the base ease assumptions when costs spent to date are included. FPL has 

not calculated a brenk-even cost and therefore docs not know how much the 

ratepayers can affm:d for them to spend on the projects. T rccommentl that the 

Commission order FPL to immediately submit a breakcvcn analysis for the EPU 

projects. Th<? St. Lucie and Turkey Point projects should be looked at separately 

in the analysis, with a break-even cost identified for each project. 

WHY DO YOU RECOMMEl'.'D SE'PARATE ANALYSES FOR EACH 

PROJECT? 

At current estimates, the Turkey Point project's estimated cost is approximately 

$250 million more than the estimate for St. Lucie. It is my understanding that the 

capacity increase for the Turkey Point EPU project is Jess than that for St. Lucie. 

In addition, the operating licenses for Turkey Point expire in 2032 and 2033, 

while St. Lucie's operating licenses expire in 2036 and 2043, giving St. Lucie 14 

more unit-years of operation. Bear i.u miuclthat tl11:: e<.:onomic f~asibility of an 

uprate project dep.ends on the ability ofthe udcl itional megawatts of nuclear 

capacity to generate fheJ savings over time that will more thn11 offset the "price 

tag" of capitill investment. The higher capital costs, lower increments of 

addilional nuclear generating capacity, and shorter periods of service present a 

greater "hurdle" that the Turkey Point upratc activities must overcome to 

demonstrate economic feasibility. These differences between the two plants may 

possibly show that the St Lucie EPU has been "carrying" the 1\lrkey Point EPU. 
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Q. 

A. 

In any event, the differences wan·ant separate analyses for the plant sites, and 

separate decisions with respect to whether each should continue. 

TO BE CLEAR, HOW BAS MANAGElVI.ENT IMPRUDENCE IN 

M ANAGING THE EPU UPRATE PROJECTS, fN YOUR OPINION, 

COJ\"TRJBUTED TO THE SITUATION IN WIIICH, WITH RESPECT TO 

WHETHER CUSTOMERS WILL REALIZE NET .BENEFITS OR N.ET 

ADDITIONAL COSTS, 1'BE ECONOMIC FEASIBILITY OF THE 

PROJECT IS QUESTIONABLE? 

FPL's imprudent decision to fast track the EPU projects has led to a situation in 

which FPL is spending substantial sums of money very quickly while not 

knowing what the fwal bill is going to be. As FPL has acknowledged, it is 

impossible to know what the projects will cost until the designs are complete. 

The final designs were only 31% complete as of Aprill8, 2011. By using 

inaccurate, understated estimates of project costs and ignoring money already 

spent, the projects will always look feas ible even though they may ultimately cost 

the rato payer more than the alternative generation po1ifolio. 

EVEN IF FPL'S EPU UPRATE PROJECTS TURN OUT TO BE NOT 

COST-EFFECTIVE, ISN'T 'fHA T OF FSET BY TllE PROJECT'S FUEL 

SAVINGS, FuEL DIVERSITY AND LOWER EMISSIONS OF 

GREENI:IOUSE GASES? 

Project fuel costs are 111e majority of costs that are included in the CPVRR or 

breakeven analyses. Thus, these savings are already cons:dered. The cost of 

greenhouse gases is also taken into accotmt in CPVRR and breakeven a11alyses. 
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The value offhel djversity has not been quantified, and should be a matter of 

Commission policy; however, 1he fuel diversity benefits cannot be evaluated in 

isolation from a realistic appraisal of economic feasibility, and would not be 

worth pursuing at some level of co!."t. 

W.JlATDOYOUROBSERVATIONSREGARDJNGMANAGEMENT 

IMPRUDENCE INDICATE WlTH RESPECT TO THE AMOlJNTS 

COLLECTED FROM CUSTOMERS IN 2009,2010,2011, AND THE 

A.\10UNTTHATFPL WISHES TO COLLECTIN2012? 

I recommend that the Commission require the Company to determine a breakeven 

co~t for each project. The Company should be allowed 1o collect futu re amounts 

up to the breakeven costs. Amounts for 2009, 2010, 201 1 and 2012 could be 

collected as long as the breakeven values have not been exceeded. The amount of 

the hreakeven cost could be reviewed and trued up each year. 

BASED ON YOUR TESTIMONY ON 1m SUBJECT OF PRUDENCE, 

WHAT ACTION DO YOU RECOIV.IMEND TO TilE COMMISSION/ 

I recommend that the Commission t::~ke the following actions: 

I. Order FPL to submit a breakeven analysis for each EPU project, St. Lucie 

and Turkey Point. 

2. Based on these analyses, determine jfTurkey Point EPU should be 

continued. 

3. Limit future recovery ofEPU capital cost to the amounts determined in the 

final breakeven analyses as filed by FPL at the conclusion of'the project 

and reviewed arid approved by ibe Comn1ission. 
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VI.TBE 2009 ESTL.\1ATES OF UPRATE-RELATED CAPITAL COSTS 

HOW DID YOU CONDUCT YOUR REVIEW OF THE 2009 ESTIMATES OF 

UP RATE-RELATED CAPITAL COSTS TO ASCERTAIN vVHETHER THE 

MAY 2009 ESTIMATES REPORTED IN FPL's PREFILED TESTIMONY 

$HOULD HAVE BEEN UPDATED PRlOR TO OR DURING THE 

SEPTEMBER 2009 EVIDENTIARY BEAlUNG? 

As the Commission learned last year, in February 2010 FPL engaged Concentric 

.Energy Advisors to investigate an employee complaint letter. In the letter the a·uthor 

expressed bis concern about (among other things) the disregard with which managers 

of the uprate projectq treated indications that tl1e costs ofthe p.rojects were rapidly 

increasing beyond the initial estimates, and the manner in whichFPL would report 

those increases in the costs of the up rate projects to the Commission. In June 2010, 

John Reed, President of Concentric Energy Advisors, submit'ted to FPL a report in 

which Mr. Reed concluded that the May 2009 estimates contained in FPL's prefiled 

testimony were not the best information knowri by FPL at the time of the September 

2009 hea~g, and thai .FPL's witness should have revised the estimate to reflect the 

utility's then current view of the costs. As the Commission is also aware, :FPL took 

issue with its consultant's finding in this regard prior to the time that the Commission 

deferred FPL-re!ated issues to the 2011 hearing cy~le. In this docket, l\lfr. ~eed has 

reiterated his conclusion that FPL should have revised its estimate of capital c?sts 

upward prior to or during the September 2009 hearing, while FPL witnesses Art Stall 

and Armando Olivera contend that, because the updated cost information was subject 

to further review and eff01is to control, FPL had no basis on which to revise its May 

2009 prefiled testimony at the tinie of the September hearing. OPC asked me to 

perform an independent review of the facts and circumstances thaf gave rise to these 
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differing assertions, and form my own conclusion regarding whether FPL should have 

updated its May 2009 testimony to reflect higher projected capital costs at tJ1e time of 

the September 2009 hearing. 

WHAT 1NFORMA TION DID YOU RF.v1EW IN FORMULATJNG YOIJR 

OPINION? 

The documents and materials that OPC requested in discovery and that I reviewed for 

this purpose include the bulk of the materials that Mr. Reed listed in his June, 2010 

rep Ott. In addition to· these materials, 1 reviewed Fl'I. 's answers to OPC's · 

interrogatories, FPL's prefiled testimony in this docket and the transcripts of the 

depositions of Art Stall, John Reed, and Terry Jones. Dy telephone, I monitored tl:e 

deposition of former FPL Vice President-Uprafes Raj iv Kundalkar, who sponsored 

the May 2009 prefi!ed testimony on the subject of capital cost estimates during the 

September 2009 bearing. 

PLEASE DESCRIBE THE FACTS ON WHICH YOU BASE YOUR 

CONCLUSION THAT .FPL DID NOT PR€SENT Tim BEST AVAILABLE 

INFORMATION REGARDING lTS ESTIMATE OF THE COSTS OF 

COMPLETING THE TJPRATE PROJECTS DURING THE SEPTEMBER 2009 

EVIDENTIARY HEARING. 

The original estimate for the EPU projects was based on conceptual scoping studies 

and indicative bids from the EPC contractor. Detailed engineering was essentially at 

zero percent, and there was a hjgh degree of unce1tainty in the project estimate. 

During 2009, EPU project management made monthly presentations on the EPU 

project, including cost estimates, to FPL's Executive Steering Committee (ESC). In 
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the May 2009 presentation to lhe ESC, the total cost forecast for both St. Lucie and 

Turkey Point remained the same as the original estimate. (OPCPOD 1, No. 9, 

FPLOOO l03 - 0001 32) (Exhibit WRJ-7) However, a closer examination of the May 

2009 forecasts shows that the total of costs ior engineering, materials and 

implementation had increased fi·om the original estimate by over 25% for St. Lucie 

from ($475 m i Ilion to $595 million) ~d over 27% for Turkey Poi11t ti·om ($546 

million to $696 million). 

PLEASE EXPLAI.t'f HOW THESE CATEGORIES COULD HAVE 

INCREASED ;IF THE OVERALL ESTIMATE DID NOT CHANGE. 

At the outset of the project, the uprate .managers included a component in the estimate 

that they labeled "Scope not estimated." Thereafter, each increase in costs that the 

managers identified was assumed to reduce the "Scope not estimated» by the same 

amount. 

DO YOU AGREE WITH THE M ANNER IN WIUCll .FPL USED "SCOPE 

NOT ESTIMATED" TO MAINTAIN A CONSTANT PROJECT ESTIMATE? 

No. Necessarily, the premise for U1e practice is that FPL J1ad accw-ately quantified, 

to the dollar, the ultimate cost oft he project, when in fact FPL, because of its decision 

to «fast track" the decision, J1ad little grasp on the costs tba.t would be incuned. FPL 

had no basis for using the 'Scope not estimated" as a "balancing adjustment.» In his 

report, John Reed of Concentric Energy Advisors also criticized tllis practic-e. 

PLEASE CONTINUE. 
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The Cost and Budget Summary maintained a constant Total project cost by reducing 

the cost allocation fat: "Scope not estimated" from Sl82 million to $69 million for St. 

Lucie and from $204 million to $50 million for Turkey Point. As of May 2009 there 

was clearly upward pressure on the estimated cost of the project. Iuthe June 2009 

ESC presentat ion. the Total cost estimate for St. Lucie and 1\nkcy remained the same 

but the "Scope not estimated" component had dwindled to $14 million for St. Lucie, a 

92% decrease from the original $182 million and to $28 rnil1iot1 for Turkey Point, an 

86% decreas~ from the miginal S204 milliou. (OPCPODl, No. 11, FPL000191-

000219) Projects costs had 1~ot stabilized and were continuing lo increase. At 1he 

July 2009 ESC meeting, the cun-ent forecast for St. Lucie was shown to have 

increased by $139.6 million above the original estimate and the current estimate for 

Tt1rkey Point was S160.6 million above the original estimate. (OPCPODl, No.5, 

FPL000056- 000095 and OPCPODI, No. 12, FPL000424- 000475) (ExJ1ibit WRJ-

. 8 and Exhibit WRJ-9) In June 2009, the allowance for "Scope not estimated" had 

been exhausted, and FPL had to fully recognize the increase in project cost in the July 

E SC meeting. The July 2009 ESC presentations included a detailed, line-by-line 

presentation of costs a.S FPL management attempted to identify and understand !he 

reasons for the cost increases. 

ARE THERE OTBERASPECIS OFTHR .TIJLY 2009 PRESENTATION TO 

TilE ESC THAT ARE SIGNIFICANT? 

Yrs. The July 2009 ESC presetltation also reflected the results of the recent effor..s 

by the EPU management team to rein in Bechtel's increasing cost estimates. The July 

2009 ESC presentation also contains an. updated feasibi lity analysis conducted by an 

FPI, analyst (not Dr. Sim) to examine whether the EPU projects remained 
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economically feasible (using FPL's methodology) at the new higher cost estimates. 

The feasibility analysis in the July 2009 ESC presentation used a combined EPU total 

cost of$1.706 billion, compared to tlle $1.407 billion u sed in the origiual 

Detenninatio~1 of Need filing and in FPL's 2008 and 2009 NCRC testimony. See 

page 50 of Exhibit WRJ-9. 

\VRAT HAPPENED AFTER JULY 2009? 

Upward cost pressures continued, as the August 2009 cost estimate shown in the 

September 2009 ESC presentation increased again from $1.706 billion to $1.850 

billion. From the above presentation demonstrati11g continued increasing costs 

throughout the spring and summer of2009 and the use of the increased cost estimates 

in the updated feasibility analysis, I conclude that the cost estimate submitted in 

FPL's prefiled testimony in May 2009 was clearly stale and should have been 

updated prior to or during the bearing in September 2009. In addition, FPL should 

have updated the feasibility analysis that it presented at the September 2009 headng 

to refl~t the increased estimates of capital costs. 

HOW WOULD YOU COMPARE YOUR CONCLUSlON WITH THAT OF 

CONCENTRIC ENERG.Y ADVISORS, AS EXPRESSED IN ITS JUNE 21, 

2010, INVESTIGATION REPORT? 

I reached the same conclusion as .Mr. Reed with respect to whether the capital cost 

estimate shm1ld have been updated, with one difference. Mr. Reed approached his 

tnsk from the standpoint of whether FPL adhered to its own intemal policies 

regarding, among other things, communications to the Commission. My approach is 

to assess whether FPL met Commission requirements for submissions in the nuclear 

cost rec.overy clause, including the requ[rement of Rule 25-6.0423 that it provide an 
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analysis of the long term feasibility ofthe uprate project annually. Regardless of the 

methodology that is used, a proper analysis of the long tenn feasibility of the uprate 

project requires that the best ava{lab!e infom1ation regarding the capital costs of the 

project be used as an input to the analysis. This was not done in the September 2009 

hearing. 

FPL HAS ASSERTED THAT FPLUAD NO O.OLIGATION TO UPDATE T.BE 

TESTIMONY ON CAPITAL COSTS BECAUSE DESIGN ENGINEERING 

· BAD NOT BEEN COl\IIPLETED FOR TBE PROJECTS. DO YOU FIND 

TillS PERSUASIVE? 

~o, I do not. Design engineering for the project will not be complete until shortly 

before tbe proje.ct itself is complete. For example, as ofAprill8, 2011 design 

engineering has been completed for only 31% ofthe Plant Change Modifications. 

(Response to OPC Interrogatory 50) TI1e logical extension of FPL's assertion is that 

FPL would need to update its initial estimate of capita 1 costs (formed when little 

engineering had beeJ~ done) and adjust the capital cost input to its ongoing econornic 

feasibility analyses only when the project is virtuallY complete. This approach would 

trustrato the ability of the Commission to monitor the fe.:'ISibility of the project over 

time. Further. when FPL updated capital costs in May 20!0, dcsjgn engineering was 

on ly 10% complete. 

FPL HAS ALSO CONTEN"DED THAT AT THE Tll\I.IE OF THE JULY 2009 

PRESEI'l"TATION TO THE ESC THERE EXISTED Ol?PORTUNITillS TO 

REMOVE SCOPE FROM 'TliE PROJECTS, AND THEREFORE THE 
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:NUMBERS WERE PREI,TMINARY AND NOT YET READY TO REPORT 

TO THE COMMISSION. HOW DO YOU RESPOND? 

I respond in two ways. First, the July 2009 cost estimates were the result of eJ-..iensive 

line by line analyses of the capital costs which included identification and 

quantification of all known reductions in scope. The reductions in scope were 

quantified and reflected in the revised estimate of capital costs. See page 9 of Exhibit 

WRJ-9. It is doubtful that ~dditional reductions in scope would be identified at a later 

date that would have a significant impact on the July_ 2009 estllnate. This is borne out 

by the fact that FPL increased its estimate of capital costs materially above the July 

2009 estimate in the following montb. Secondly, FPL could have provided the latest 

cost estimates and informed the C01mnission oftheir preliminary nature with a 

promise to provide the· Commission with the latest update when it became more tirm. 

PPL should l1ave informed the Commission ofth.is latest cost estimate. 

FPL SAYS THAT IT DlRECTED ITS UPRATE MANAGERS TO REDUCE 

COSTS BY "PUSIDNG BACK" AGAINST BECHTEL. IT SAYS THAT 

BECAUSE IT HAS NOT ACCEPTED BECHTEL'S ESTIMATE, IT WAS 

UNDER NO OBLIGATION TO REGARD THE JULY 25 ESTINlATES AS · 

HAVING SUPERSEDED UTE MAY TESTil\1.0NY. WHAT IS YOliR 

RESPONSE? 

Again, the July 2009 cost estimates include the results ofFPL 's initiatives to push 

·back against Bechtel. Iu the May 2009 and June 2009 presentations, uprate managers 

laid out a program of steps through which they intended to resolve their challenges to 

Bechtel's new, higher estimates. The program contempla(ecl a flurry of measures 

designed to bring closure to the challenges within a 30 day time frame ending i.u late 
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June 2009. A table in the implementation section oft he July 2009 report for both St. 

Lucie and Turkey Point presents the results of extensive negotiations with Bechtel 

that are incorporated in the July 2009 cost estimate. '!hesc tables entitled "Bechtel 

proposal Estimate Changes" show the following cost cl1anges resulting from the 

negotiatio~1s with Bechtel:: 

o Original P50 Submittal; 

• Most Likely P50; 

a Most Likely P50 Rev 1; 

" Reduced Scope Hours; 

o Consolidated Procurement; 

o Re<Iuced Engineering manhours and Construction. 

Page 28 of 52 of Exhibit WRJ-9 is a bar graph_ that was part ofthe presentation to t11e 

ESC during the J¥Jy 2009 meeting. It indicates that FPL 's program of challenging 

Bechtel's numbers resulted iu a decrease in Bechtel's estimate ofEPC-related co~ts 

from the contained in Bechtel'!! May 12 preSentation to- by 

the time the package for the July meeting was prepared. In short, negotiations with 

Bechtel were far along at the time the July 2009 estimAte was developed and 

Jttcaningfu 1 reductidns in Bechte11 s cost estimate were clearly identified. 

FPL HAS ALSO MAThiTAINED THAT BECAUSE IT WAS CONSIDERING 

EITHER SELF--PERFORMANCE OR REPLACING BECHTEL WITH A 

DIFFEREl'lT EPC CONTRACTOR, THE JULY 2009 PRESENTATION WAS 

TOO PRELIMINARY TO HAVE THE EFFECT OF SUPPLANTING THE 

MAY 2009 TESTIMONY. DOES THIS CONTENTION PERSUADE YOU 
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1 

2 

3 A. 

THAT FPL HAD NO OBLIGATION TO UPDATE ITS TESTIMONY BY THE 

TIME OF THE SEPTEMBER 2009 llEARING? 

No, it docs not. In July 2009, Bechtel was the primary EPC contractor and any steps 

4 to self-perform _or replace Bechtel were very preliminary. FPL could have qualified 

5 their July 2009 estimate by stating that they were evah1ating \'! se lf~performing option 

G or replacing BechteL Tn any event, FPL should have notified the Commission of the 

7 July 2009 estimate with whatevct· qualifiers were needed. 

8 

9 Q. WOULD REPORTING A ffiGRER ESTIMATE OF CAPITAL COSTS HAVE 

10 UNDERMJNED FPL'S ABILITY TO NEGOTIATE WITH BECHTEL FOR 

11 THE BENEFIT OF CUSTOMERS? 

12 A. No. Aside fi:om the fuct that the negotiations had borne fhtit by July 25,2009, it is 

13 itppotiant to remember that the EPC contract with Bechtel is essen_tially an agreement 

14 to compensate Bechtel for "time and materials" associated with its services. At issue 

15 at the time was Bechtel's estimates oflabor U1at would be required. While of course 

16 FPL's oqjectivc properly was and is to require accurate and reasonable estimates, 

17 ~·cporting a higher estimate to the Commission would not jeopardize FPL's ability to 

18 hold Bechtel to only the levels o.f staffing that would be required to actually perform 

19 the project as it progressed by supervising Bechtel and reviewing invoices so as to 

20 g11ard against paying for inefficieucies. 

21 

22 Q. FPL POINTS TO THE FAC':(' TIIA'l' rrs .PROCESS FOR EVALUATING 

23 CA PITAL COSTS WAS NOT FINJSHED UNTIL SHORTLY PRIOR TO THE 

24 MAY 2010 FILING FO~ TilE F OLLOWING YEAR, AT WHICH TIME IT 

25 PRESENrfED ITS FIRST REVISION TO THE ORIGINAL ESTIMATE OF 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A. 

Q. 

A. 

Q. 

CAPITAL COSTS. DOES THTS SUPPORT FPL'S CONTENTION THAT 

TDERE WAS NO NEED TO REVISE Tlill MAY 2009 ESTIMATES DURING 

TilE SEPTEMBER 2009 HEARING? 

No. FPL has argued that a revision could not be made until design engineering had 

been completed. At the time of the May 2010 testimony, iu which FPL provided a 

revised estimate (hat increased the original estimate by between $252 million and 

$502 million, by its own account only 10% of the design engineering of the project 

had been completed. (Testimony ofTcny Jones dated May 3, 2010 page 6, lines 8-9 

and 15 and page 36~ line 12) 

WHAT IS THE SIGNJFICANCE OF THE lJPDATED FEASIBILITY STUDY 

THAT MANAGERS JNCLUDED IN THE JULY 2009 PRESENTATION, AND 

TO WHICH MR. JOHN REED REFERRED lN CONCE~'TRlC ENERGY 

ADVISORS' JUNE 2010 INVESTIGATION REPORT? 

The fact that the managers of the upratc project asked for and obtained a revised 

feasibility study taking into accOtmt both anticipated capacity increases and increased 

capitC~l costs reinforces my conclusion that FPL had m oved beyond the May 2009 

information. 

IN RESPONSES TO OPC DISCOVERY REQUESTS, FPL CONTENDS THAT 

TJJ.E ronTION OF IRE JULY 2009 PRESENTATION TO TllE ESC THAT 

TS CAPTIONED AS A "FEASIBILITY ANALYSIS" WAS INSTEAD A 

"SENSITIVITY STUDY" OF TUE ORIGINAL F EASffiiLlTY ANALYSIS, 

PERFORMED TO MEASURE THE SENSITIVITY OF THE ORIGINAL TO 

CHANGES IN CAPITAL COSTS AND MEGA WAIT INCREASES. DOES 
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3 A. 

4 

5 

6 

7 

8 

9 

10 Q. 

tl 

12 

13 

14 

· 15 

.16 A. 

17 

18 

19 

20 

2 1 

22 

23 Q. 

24 

25 

TillS CHARACTERIZATION LESSEN THE SIGN.LFICANCE OF TH:E 

EXERCISE) IN YOUR OPTh"'ON? 

No. It merely means that FPL held constant all of the variables except those for 

which its most recent information exhibited material cl1anges. That is exactly what I 

would expect FPL to do with new information regarding higher capital costs ancllox 

increased capacity. It does not malter whether the calculations are labeled an updated 

feasibility analysis or a sensitivity stucly~the significance is the same under either 

designation. 

IN YOUR OP.l.l~ON) SHOULD FPL HAVE PROVIDED TillS REVISED 

FEASIBILITY :INFORMATION TO IDE COMMISSION DURING THE 

SEPTEMBER 2009 HEARING IN ADDITION TO THE REVISED ESTINIATE 

OF CAPITAL COSTS, EVEN IF THE R;ESULTS CO~TINUED TO 

INDICATE THE PROJECTS WERE COST-EliFECTIVE UNDERFPVS 

METHODOLOGY? . 

Yes. FPL has an obligation to keep the Commission fully informed with the latest 

available information as the BPU project progresses. Tbis includes material chaoges 
. . 

in schedule, cost and/or overall feasibility that occur Lbl lowing the regular submission 

date. In addition to a snap shot in tit11e that these data provide, 1J1ey also allow the 

Commission to develop a trend over time which is important in determining the 

ultimate success ofthe project. 

HAVE YOU SEEN ANY INDICATIONS THAT FPL'S MAl'l'AGERS 

CONTEMPLATED UPDATING THE MAY 2009 TESTIMONY AT ANY 

POINT PRIOR TO THE SEPTEMBER 2009lillARING? 
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7 Q. 

8 A. 

9 

10 

l1 
12 

13 

14 

15 

16 "Q. 

1'7 A. 

18 

19 

20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 

Based on my review, I be.lieve it is clear that, ~s oftl1e August-September 2009 time 

frame, FPL's Vice President-Uprates and FPL's senior management bad 

communicated on ~1e subject, and had adopted the position that updating the capital 

costs was not called for. I did review one document that indicates to me the witness 

was considering updating his testimony earlier in the process. 

PLEAS.l!: CONTINUE. 

In discovety, OPC obtained, ru1d 1 reviewed, an eroai I that Rajiv Kundalkar, the FPL 

witness who sponsored the 2009 cost estimate, wrote to PPL' s ChiefN uclear Officer 

on May 30, 2009. I am attaching it as Exhibit WRJ-10. 

The memorandum indicates to me that Mr. Kundalkar was considering updating his 

testimony once the pending challenges to Bechtel's estimates were resolved at the 

time. he wrote it. 

PLEASE EXPLAIN. 

In this email, after first alluding to the fact that tho Commission Staff had requested 

copies of all presentations on lhe upratcs to the ESC and the Chief Nuclear Officer, 

Mt:. Kundalkar stated: 

In previous planning discussions w:ith Armando and the 
legal staff we bad made them aware of the expected SS 
estimated could be higher than the $750 million for PTN 
and the $650 million for PSL based on Bechtel's recent 
view. Therefore, in the .May testimony we indicated that 
FPL will update this related .information as soon as final 
analysis and designs are completed. Armando's advise 
(sic) at the time was to introduce the topic and 
collect/finalize the facts and scope for further submittal at 
appropriate time. 

Therefore, tl1e timing of getting the scope firmly defined 
and validation of estimates becomes very important. We 
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12 

13 

14 

15 

16 

17 Q. 

18 A. 

19· 

20 

21 

22 

23 

24 

25 

26 

27 

have laid out a schedule that Bechtel and the PTN/PSL/JW 
teams are worki11g to be ready for FPL-Bechtel meeting 
scheduled for 6/12/09. Also, we will need the same 
information for your review and Jim Robo meeting in mid­
lateJune. 

I believe the document shows that ~ir. Kundalkar was concerned at the time that the 

PSC Staff would observe the disparity between the estimates he htcluded in his May 

2009 prefiled testimony and the higher estimates that were contained in presentations 

to.senior management tha.t Staff had requested. It appears to me that at the time he 

was writ~ng he regarded the conclusion of the period in which managers were 

al~empting to bring closure to the Bechtel-related challenges-scheduled to end in 

late June-as the point at which pending issues of scope and estimates could be 

clarified and the disparity between his testimony and presentations to management 

could be addressed. 

WHAT DID MR. KUNDALKAR SAY ABOUT THE ;DOCUMENT? 

DuriJ1g his deposition, Mr. Kunda.Ikar denied that the memorandum is related to the 

subject of updating the May testimony. He maintained that the higher Bechtel 

estimates were ~'unvetted'' and referred to the status of design engineering. I am 

attaching the pertinent portion of the transcript of!\1.r. Kllndalkar's deposition as 

Exhibit WRJ-1 1 (see pages TR-56-76). However, even if the witness either had no 

intention of updating testimony at the time or changed his mind after he wrote the 

memorandum, based ot1 the other matters l l1ave described my opinion is that FPL 

shollld have updated the testimony on estimated ca1)ital costs no later than the 

September 2009 hearing. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

DOES THE FACT TIIAT DURING TilE SEPTEMBER 2009 HEARJNG 

WITNESSES KUNDALKAR AND SIM WERE AV AlLA:BLE ON THE STAND 

TO ANSWER ANY QUESTIONS REGARDING J>OSSIBLE INCREASES 

ALTER YOUR CONCLUSION'! 

No. 

WHY NOT? 

In the first place, I believe FPL bad a responsibility to be forthcoming with the 

1nfonnution. In addition, neither witness was in a position to provide full information 

in response to questions. This is because FPL did not share t11e fact of a revised 

feasibility study containing higher (by $300 million) July estimates of capital costs, 

much less the eveu hlgher (by $144 million) August estimate, with Dr. Sim, who 

sponsored the feasibility study t11al was based on the May 2009 estimate. FUiiher, 

PPL did not inform Mr. Ktmdalkar, who helped present the July data to the ESC 

shortly before he was assigned to a different position, that the uprate managers had 

increased the estimate of capital costs again (by approximately $144 million) in 

August 2009 before he test.ified in September 2009. See Exhibits WRJ-12, WRJ-13, 

and WRJ-11, at pages TR-131-134. 

BASED ONYOURREVIEW AND ANALYSIS, WliA.TDO YOU 

RECOMMEND TllAT THE COMMISSION FIND? 

1 recommer~d that the Commission fmd thntFPL failed to provide the ~est, most 

cunent infmmation regarding its estimate of capital costs during the September 2009 

hearing when it elected to not update and revise the May 2009 prefiled testimony with 

infonnation that was developed between the May fiUng date and the July 25, 2009 
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1 meeting of the ESC. Fllliher, because the capital cost estimate is a key input to the 

2 feasibility analysis required by Rule 2.'5-6.0423, F.A.C., to satisfy that requirement 

3 FPL should have updated the feasibility analysis to incorporate the more recent 

4 estimate. 

5 

6 Vll.TURKEY POINT UNITS 6 AND 7 

7 Q. · HAVE YOU REVIEWED THE STATUS. OF TURKEY POINT 6 AND 7 Al~D 

8 TilE FPL'S MAi"lAGEMENT OJ!' TIDS PROJECT? . . 

9 A. Yes, I have. I am not taking issue with FPL's approach to the Turkey Point 6 and 7 

10 project at this time. 

11 

12 Q. DOES THAT CONCLUDE YOUR TESTIMONY? 

13 A. Y cs, it does. 
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NCR-11 

CONFIDEl\'TIAL .. -...., 

Executive SummarSf 

PSL/PTN Executive Summa[)! 

Issues Impact I Plan 
1 Nuclear Cost - Over 200 lnterrogatories and data requests responded to on time 

Recovery - FPSC Audit of Proj~ct Controls Completed - Sat 
-Final Testimony Completed- 511/09 

: Page 20 
2 PTN lSFSI -FDEP Approved Site Certification 

- Miami-Dade zoning restriction - resolution still open 
- Need to agree upon scope and start construction by Ju[y 1, 2009 

Page 22 
3 lAR Final . Plans PSL 1 EPU Submittal: September 2009 

PSL2 EPU Submittal: January 2010 
PTN AST Submittal: June 2009 
PTN EPU Submittal:. June 2010 

.., 

~ 
Page 12~ 

4 Scope Performing Scope Validation for Separate & Apart ~ 

Page 21 
5 Bechtel Staffing Bechtel preliminary estimate greater than indicative bid; refining estimates 

and developing Level 1 (Best Case, Worst Case, and P50) 

r.-.nn "h ."l! ~PH _nn-!1= 
Page 14 
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CONFIDEl'fflAL . .-..., 

Cost and Budget S'lnninary · 

4 

···---=1--· ·----- . Cost Categ ory Proforma r-----··-·------·- -·-··· .. -· ;Budget$MM !-'-.,---· -- _., _ _ ___ 

Engineering , $100 
-----~----·- _ .. . . ___ , __ , ... -
Nh:iterials $269 - __ ... ____ ., .. ___ . ...,_ ~ ... . -. . . . . . . . . .. ... _. 
Implementation $106 

Salnt Lucie 

. 411/2009 __ -r-:.· __ }~1,2~-9~- A~ 
_forecast $MM Fore~st-~~-~J 

Source of Cost Estim-~~ 

$108 $108 ! . . ---_ .. _.________ . -- -1 00% Contracts and Staff ! ___ .:;__ "·---i 
$257. $257 _ _._ .. _______ ._._ .... -----· . ......... 77% Contracts ~ 

88% Contracts, Vendo·r~ 
Estimate I $230 $230 

;subtotal 
. 

=:~~=~~~--
. --

.Scope not estnnated $182 

$595 ~ $595 f --· .. -·-~·--f-

~-·---f 
~~% Co!ltr__.ac_t_s _____ -4 

. ' 

$75 *---$69··· ....... "f' Ref R1sk Matrix 

I 

' .• .· 
··-:· - I $657 · $670 · $664 f Total ____ ...__......._,. ____ j~--~~--·.~~=~=-~ -----===-=:-=~t ----~ 

T&D 8:.--timate $25 [ $12 $18 I 

____ _,:_ 

FJ5I"Es-tiri1ate , 

Total $682 1 $682 * 1 $682 .l ---- --·.-.......... --·-··- -- --------·~-._,. .. , ... ... 
---· -~~·_____] ___ ... , ... -- -·-~- · , __ L . 

Notes: 

L ', 
-----··----.. --.. ·- · ···~--.. ·--·--

.. 
' 

!CDR 1.6b-3 EPU 001161 

?r.oprietaJY and Confidential 
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FPL 000108 
NCR-11 . ..--... CONFID,.E.tiTL.t\L 

.., 
Cost and Budget Summary 

Turkey !?pint 

::::::;~ .• -;]~~~;~~~ 
__ ,____ ·---,. -·r; 

4/1/2009 5/1/2009 
Forecast'$MM - ·--Forecast $MM 

$115 
- $115_ ... __ ., 

:Materials $257 $243 ~$243-· 
.. ... ' 

Source of Cost Estimate 

1'66% Contracts and Sta·if-
7so/rcontracts 

-·-----~---~ .. ·- - ·$·1so·~ .... ·-·~ -- - ·-$339- .,._, .. . 
'imp1ementation · $339 

71 %··eontra-c-=-ts ______ ,. .... 
~ 

;Subtotal $546 . ~ $696 $696 -----· ---· ----·---· .. ., ...... . , .. 
~Scope not estimated -·-$264:··-· $54 ~50 

... __,.,~. ··-

..,.---...,..-·----.. ·· 
77% Contracts 

RefRisk· Matrix .. 
$750 $750 $.746 ·Tota l 

"-'- --·-----;-.-·-·---·-=- .. _ .. ______ ___ , ______ _ 
! - -- -----
: t :T&D Estimate ; $20 $20 $24 

FP'L Estimate 

\Total t $770 t $770 sno 
: 

.... .... ___ -. f -·-· ... .J ____ ._I_ 

I ... ··--
-----•- ·-· ·---------i .; Notes: 

--·-·---·-·····-~------- .. .. ,., ___ ,, _____ _ 
!CDR 1.6b-3 EF'U 001163 
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ProJect Dashboard .. PSL 

3 

Schedule 

Contracts 

StafTing & Vendor 
Support 

Other Issues or 
Challenges 

~. 

Costs 
ICDR 1.8b-3EPU 

LAR Submittals 

Staggered submittals v.rm 
allow better resource 
allocation for FPL. W, 

SHAW, and Plant 

(PSL-2 12 months float) 

Mod Packages 
(9 month milestone) 

MaJor Contracts issued for Contracts Issued for Mod 
LAR support Engineering 

Vv and Shaw resources 
Jess challenged with 

revised submittal plan 

Bi-weekly report provided 
byVVECPM; wm continue 

to monitor 

Quality Issues with • 
Bechtel providec Design 

Packages 

1. Rod Control Phase 2 -4 
8 Potential mods resultlng will be evaluated post 

from LAR ~nalysis spring Outage 

-Added 1 due to Unit 2 
S1eam bypass capacity 2. Vafidating scope for 

Sepe1rate & Apart and 
process improvements 

$54.5MM 
$ 21.1 MM 
$17.4 MM 

Proprietary and Confidentia[ 

Preps & Plans 
(includes long l ead rl!ate!lal 

d&l!Very) 

Wor'.< Order Planning 
behind due to Mod 

Engineering approvals for 
Spring 2010 

Execution 

No Negative F!oa1 
U-1 Spring 201 0 

Proform<~-55 days 

Contract issue<! io Bechtel Contract issued to Bechtel 

Core team Identified; staffing 
after OUtage 

Implementation team on 
site and planning 
milestones me~ 

CP: 
(Outage duratJon -66 days) 
7.7 cays best case 
savings identified 

Generat:>r Hotspots could 
extend Outage 
(5-7 days) 

--~----~-----------------------·---------
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Project Dashboard- PTN 

9 

ScheduJe 

Contracts 

Staffing & Vendor 
Support 

Other Issues or 
Challenges 

Costs 

JCDR 1.6b·3 EPU 

LAR Submittals 

AST Station review 

NRC w!Jf accept EPU LAR 
after AST LAR Approval 

Major Contracts issued for 
LARsupport 

wend Shaw resources still 
challenged; so~ relief 

from EPU submittal 
schedule change 

Monthly report provided by 
Shaw PM; \viii continue to 

monitor 

4 Potential mods resulting 
from IAR'analys!s 

Mod Packages 
(9 Month Milestone) 

No nega1ive Float to 
Station Milestone 

Contracts issued for Mod 
Engineering 

Need FPL Design 
Engineering Manager 

Other staffing levels under 
review 

Options review of BOP 
Cond/Fifl/ plans 

2009 Budget for Engineering & Staff: $ 56,6 
2009 YTD Budget f-or Eng. & Staff: $ 19.3 MM 
2009 YTD Actual for Eng. & Staff: $ 14.4 MM 

Proprietary and Confidential 

Preps & Plans 
(includes long lead M<~~ria! 

delivery) 

No Negative float 

..--.... 

Execution 

No Negative Fioat 
U-3 Fall 201 0 

ProfOI'ma - 55 days 

Contract issued to Bechtel Contract issued to Bechtel 

Site Interlace Model 
Complete. Reviewwith 
Sfatlcn L~der.ship post 

RFO. 

Potential Site Capacity 
Challenge due to: EPU, 

! 

Implementation team on 
site and planning 
milestones mef 

CP: Condenser & F.JV 
Heaters 

{Outage d!.ln:!tion ·70 days) 

Implementation: $ MM 
2009 YTD dgetfor MtJs & lrhp: $ 40.9 !viM 
2009 YTD Actual for WJtls & Imp: $ 07.7 MM 

001'!66 

Fl?L. 

;·. 

" .~·. 
·-:· 

;. 
::. 
r 

f.. 

' 
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10 

In Service Date 

Notes 

Saint Lucie 

June 
2012 

All Outage durations to be reviewed & approved by CNO upon completion of scope definition 
1 Outage durations driven by Generator rewind currently in the approved Outage schedule 

· , 2 Outage duration driven by Alloy 600 cold leg nozzle repair 

3 Outage duration driven by HP & LP Turbine and MSR Replacements 
4 Target goal for Six Sigma Team rewind outage durations 

lCDR 1.6b-3 EPLO MWe based on Siemens heat balance (contract target)- designs not final 

Longer duration Outages have been included in the business model 

Proprietary and Confidential 

001167 
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Turkey Point 

Notes 

AI! Outage durations to be reviewed & approved by CNO upon completion of Scope definition 
1 Outage durations driven by Generator rewind currently in the approved Outage schedule 
2 Outage duration driven by HP Turbi:1e and MSR replacements 
3 Target goal for Six Sigma Team rewind outage durations 
4 MWe based on S iemens heat balance (contract target)- designs not final 

!CDR 1.6b-3 EPU 5 AST LAR must be approved prior to submittal of EPU LAR 

Longer duration Outages have been included in the business model 

Proprietary and Confidential 

001168 
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FPL 000114 
NCR-11 -- CONFIDENTIAJ..~ 

EPU lAR - PSL· 

Technica~ ChaUenges 
.. MSSV lifting during Normal Plant Trips 

-- Options for Unit 1 include increased Steam Bypass to Condenser (SBCS) 
capacity and valve speed 

- Unit 2 challenging due to low operating margin 

. .-...,. 

- Tcofd reduction not recommended due to adverse impact on generation 
- increased Steam bypass to condenser capacity and valve speed, add relief 

valves downstream of MSIVs, and add turbine trip time delay 

.. Unit 1 and 2 CCW Piping 
-- Selected portions of piping exceed stress analysis temperatures at EPU 

conditions, anaiyses undervvay to minimize impact 

.. Unit 1 PRA ~=valuation 

' '· 

-- Issue involves current PORV sizing and ability to accommodate once-throuoh 
cooling · ..., 

-- Alternate options under evafuatior 

o Unit 1 LBLOCA - maximum Containment Spray flov11 
1coR 1.sb.s !:AREVA working LBLOCA runs- challengfng schedule to complet®9 

Proprietary and Confidential 
12 
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EPU lAR-PTN 

o Containment Analysis 

Acceptable containment peak pressure/temperature results 

Current Component Cool,ing Water System temperature limfts will be 
exceeded 

-- Evaluating Modification Options 

--Evaluating Hot Leg Injection flovv path for long term cooHng and 
preclude boric acid precipitation 

o Steam Line Break Core Analysis 
Initial results did. not meet acceptance criteria 

Acceptable results achieved by adding lead/lag module·to SAIS low 
steam pressure input 

Also reduces limiting peak containment pressure for SLB 

o DNB Parameters (OTLiT, OPL).T Trips) 

- '·, Initial PZR. Pressure margin to trip too close to normal operating 
pressure considering instrum~nt uncertanities 

ICOR1.~Iacing PZR. Pressure gauges with digital to gain operaoo§ margin 

Proprietary and Confidential 
13 
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NCR-11 .- CONFID~TIAL 

Bechtellni:egrafiOn ~ 

EPC Estimates· 

o Estimates have increased over the h1,dicat8ve bids 
FNM and Manual Labor hours higher 

·- FPL validating process and accuracy 

Home Off1ce and JW support costs appear to be redundant 
-- Will1ninimize/eliminate Bechtel JW 

Larger scope than in indicative bids (both new scope and trends) 

Challenge Items Plan for Resolution 
Sharing resouices between sites 

- Work scope 

Assumptions used - work hours, overheads} etc. 
- ·Outage duration assumptions 

- Optimize manpower by eliminating Outage overlap 
ICOR 1.6b-3 E?U 

Proprietary and Confidential 
14 

5/27/09 
5/29/09 

I 6/05/09 
6/26/09 

6/26/09 
001171 
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NCR-11 .- . CONFIDE1\TTIAL 

Bechtel Integration " 

Bechtel EPC Es·(imates 

e Estimat_es are based .on preliminary design 
More deta~l in· scope as modification process proceeds 
Some unde·fined scope is novv identified 

-. 

Some items as a result of on-going LAR & Engineering Analyses 

Q ~n the process of refining estimates (i.e,. from Shaw 
prelimnnanJ scoping estimates to level1 estimates) 

Q The improved estimate process includes developing Best 
Case$ Worst Case and P-50 view points , 
- ,Target date for completion 6/30/09 .. 

!CDR 1.6b·3 EPU 

Proprietary and Confidential 
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NCR-11 

CONFIDENTIAL 

Bechte~ Integration ' 

Bechtel EPC Estimates 

cc Bechtel and Sites performing Best Case,. Worst Case and 
P/50 Project cost reviews 

P/50 - ·is the most Hkely case ·with a 50/50 probability of executing the 
project plan and scope. This results in the most probable (50/50) project 
costs and schedule 

Best Ca$e- Results in the lowest total project cost if the implementation 
went better than planned (scope simplified: beat schedule, no emergent 
items~ no re"vorkf no quality issues) · 

- Worst case- results in the highest total project cost, if impfementation 
went worse than planned (scope increases, schedule slips, emergent 

. items, reworks quality issue). Assign cost and probability of occurrence 
·'to specific high risk mods. 

I CDR 1 ,6'o .. 3 EPU 

Proprietary and Confidential 
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FPL 000119 
NCR-11 

Bechte~ ~ntegration " 

CONFIJ?ENTIAL 

Example Criteria 
P..SO Best 

Management Mgmt Service S!<~ff 1 0/si~e Mgmt Se;vice staff 8/si1a 
20% tum::wer in personnel 10% tumover in personnel 
work hours 5-8's 'Nith occasional OT work h0t1rs 5-8's with occasional OT 
JW staff at 9 .:;eople JW staff at 3 people 
ODC and OHO limits ODC and OHO fmitS 

~~.,t:r~l~~~;z~p,;~l!..@ :tq.JPf<;~B~~~~..'fd:':~~·J'!.;;.u\·r:· r;~~lU11wr~ ~~~~a4~:i'k~:'~~;g~~~~::':}::.~:~.; 

Project work 6-1 O's, Project ;vork 6-1 O's, 
Construction 2 shifts during Outage, no double time 2 shifts durlng Outage, no double time 

FNM at full staff 30 days prior to Outage FNM atfull stsff 2 weel<s !Jrior to Outaoe-
Craft at full staff 1 week prior to Outage Craft ~..-t full staff 1 week prior io Outag_e 
Foreman/GF raiio- identifY for each project Foreman!GF raf10- identify for each oro;ect 

Outage Schedule ~ 10% Improvement 

Outa~e-Schedufe per pian 
per station plan, pe• Outage (and 
corresponding Job hour saving) 

Most station milestones are mot Most staiion milestones are met 
Training I in processing- 5 days (40 hrs) Train In!:!/ in procossing ~ 3 days (24 hrs) 

~t:;~~~q~~~~;.':/~~ ·;~t~'i;:,:~b;£~~~~~~}~.:r.-s.~~~ I~W~~:r...r~~~'*-~-il:~~~·;?;~?.>? 

Project Scope. is the worl< list as :approved Define savings in rasourcP..s 
Enginearin~ by FPL in April (e.g., car, the Sec Lead do Eieo and l&C) 

Levellzed and optimized T-9 with some 
mods moved to other Outages. 

Optimize Frederic!</HO scope split Some milestones -toT-S 
Most milestones met (SMo criteria) Most Engineering in H.O. as appropriate 

~i?t~A~~~£~§~"'{[~ ~i.~~~tff.·~~~~tY .. ~~t;~~~/.:.'1:~~ ~~~>:;Q~~~~~~51:$~.,?;';;~.:o 
Just in 1!me material deliveries save 

Materials and Subs Award an 3 sr.es ~o s::me subcontractor wa:-ehouse costs and multiple handling 

' Bulk b!JY$ as much as possible · Minlmal stock ma1er1al remaining 

Ensure BOM Is notfactx>red by Engineering 
BechteiiFPL optimize purchasinq effort and aqain bY F[eld Engr. 

ICDR 1,6b-3 [ ltlelders ~ use "golden ann" Use welders from "hall" for all weldlng 
subcontr.lctors for critical welds ''no contlact welders) 

Po rieta on· fi e -ry o Con d ntial T p 
17 

------------------
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Worst 
Mgmt Service Staff 25/site 
50% turnover In personnel 
worn hours 6-'IO's 
JW staff at 9 people 
ODC and OHO Emits 

P.!:: ... ~~~~B:-J~~~~~~~~~.il'~~~~%~~~:.:\·. 
CP on 7-12's, Double time OT on 7th day. 
Assign cost and probabilit<J of occurrence to 
specific ~p and near CP hlgh risk mods 
FNM at full staff 4 weeks pr1orto Outage 
Craft at full staff'! week prior to Oulage 
Foreman/GF rntio - ldentifvfor each p_rojact 

Outage Schedulo- 20% push to Outage per 
siation olan, per Outage 
Most station milestones are r.1et 
Training I in process· net- 5 da>;s {40 hrs) 
:t.~"'::~~~-JW~iK~~~~?'~~"!i~~~~\1,:~~ 

Using T-12 approach resulting in huge 
ramp-up of enqinee.ring staff to perform work 

Risk items occur- define- most probable 
An Engineering at site 
All milestones met (12 mo criteria) 
U!,r.;;r;;;t=~~~e:,t~~A~:'.i~"G~~??., 

3 separate subcontracts and 3 s:!es 
Weide~ - ~se ''golden arm" subconTc~ctors 
PLUS 10% \veld repair rework 

More Subcontractors and less "Direct Perform 
Craft 

001174 
Significant s-.and-a'one purchases l\-,-

Risk itemo occur- define probable ri~~ 
·~ . 

FPL. 
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FPL 000120 
NCR-11 ,_ 

Bechtel lntegr~tion " 

Project Overlap 

o EPC Scope overlaps FPL in some areas 

G Reviewing the foHowing functional areas to elimfi·nate 
overlap 

Project Management 
Project Support 
Project ·Engineering 

o WiH have betcer view when June 30th Bechtel data is 
availab~e . 

!CDR 1.6b-3 E?U 

Proprietary and Confidential 
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NCR-11 

Heat Baiance 

19 

Potential MWe Gain 
" Preliminary design heat balance indicate more MWe likely 
o Will be performing additional testing to maximize MWe output 
o Fina~ design numbers will not be available until.after testing and 

secondary pump and heater options are final_ized {see page 21) 

St. Lucie: 
Siemens 

Winter Planning Summer Planning Unit Needs Contract Max Min Filling (MWe) 
(MVVe) (MNe) 

Unit 1 103 02 

Unit 2 103 123 

A 
Turkey Point: 

Siemens Winter Planning Summer Planning Unit Needs Contract 
Max Min Filling (MWe) 

(MWe) (MWe) 

Unrr3 104 121 

Elililit 4 104 121 

2- • Proprietary and Confidential 
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FPL 000122 
NCR-11 

CONFIDENTIAL -.. 

Reguiatory- Cost Recovery 

20 

; : ' '· 

--,·.:.:."\' 
I"· t. 
,•\ .. 

Nuclear Cost Recovert 
-

FPSC Internal Controls Audit begins 
. . 

1!22109 {a) . ·' 

... · 
2008 True-up and testimony filing 3/2/09 (a) 

Discovery begins 3/3/09 (a) 
2009-10 Projections and Testimony filed 5/110.9 (a) 

lntervener Testimony 7/14/09 (e) 

Staff Testimony 7/28/09 (e) 

~ebuttal Testimony 8/2i/09 (e) 
Discovery Completed 8/28/09 
Hearings I 8131/09, 9/2/09-9!4{09 
Staff Recommendations 

Issue Order 

o Over 200 Interrogatories and Data Requests responded to on time 

"Testimony~ complete 

o fPSC audit of Project Controls - complete 

Nates: 

(e)=Estimated date. 
lCM i .6b-3EPU 001177 

Focus- SSJ's, Cornpeiltive bidding, "Separate and Apart• 

Proprieta1y and Confidential 
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FPL000123 CONFIDENTIAL NCR-11 

Scope Validation 

Evaluating Proj~~t Margins and Scope · 

0 ~nitnated a validation of identified modification margins. 
Condensate I Feedwater Pumps 
Feedwater Heater Scop·e 

Exciters 

0 ·Evaluating Margins & LAR inputs 
- Safety Analysis 

- Trip Transient 
- Design and Operating Margins 

o Technical Challenge Board to review results and plan 
going fot1ftlard . 

I CDR 1.6b-3 EPU 

Proprietary and Confidential 
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NCR-11 

CONFIDENTIAL ----.. 

PTN ISFS! 

Confirmation/ Approval for iSFSl Location 

o Recon1mendation is for EPU Craft facility inside PA and relocate ~SFSI 
Pad outside PA 
- Revisiting Facility needs 

o FDEP Aporoved Amendment Request to the Site Certification for IS.FS~ 
Location outside PA. Agencies and third parties have about 30 days 
to appeal. 

o Plan to Resolve Zoning Issue for ISFSI Location is in Process 
Plan !~ .. to confirm zoning approval through County Building Department 
perm1ttmg process 
Requirement and related P.rocess for revision of the Conceptual Site plan is still 
under discussi_on with the County 

- Uncertainly exists on ISFSI zoning approval for location outside PA. Any 
construction of EPU facility on initrallSFSJ location .should await better 
understanding of zoning status 

o Based on time needed for Engineering and Construction1 need to start 
EPU Craft Facility by July 1 and ISFSI construction is August 3, 2009 

ICDR 1.6b-3 EPU 

Proprietary and Confidential 
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Project Risks - PSl 

! 
iR.....W a! PS and ?SL<11«<:op 
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NCR-11 

Project Risks - .PSl 

24 

Weiqhted High Risk items total­
I CDR 1 .6b-3l:PU 

Proprietary and Confidential 
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NCR~ll 

..- . 

Project Risks 

25 

Th«o is pae:rS:>Iti¢ '"­
A.-.:h-sis Ott l.i=se ba$($ iosues U 
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NCR-11 CONFID~TIAL ,-... 

~. 

Project Risks - PTN 

f, 

ICDR 1.6b-3 EPU 001153 

Weighted High Risk items tots! 
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NCR-11 

Performance indicators 

.-
COI\TFIDEI\ ""TIAL 

Pertormance Indicators ... PSL 

Schedule U2R19- Fa.t Jff.O 

?r.ied N.a.~e.-nent U2R19- Fall2010 
RP~ Rl>-1 a;., 
' t. ,"..\...UC:- P<:1?.,.,..,.,.,o:vts-s 
--t!O;o~ ":':l1~32 T~~P'f_,~ . • : •• J 

~ f{.a'.a."iar Ma:torial tJ2R1S - Fa!l2010 
IRF-I IRI'·l Cl 

'"" 13~< 

PlaM ing U"":R23 -S~g 2010 

·~ €4 

I CDR ~ .Sb-3 EFU G01f84 

27 
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FPL 000130 
NCR-11 .---... CONFIDENTIAL 

Performance ~ndicators 

Performance Indicators ... IPTN 

Schedule U4R2S - Spring 201i 
RP~ RP·1 CR.!> = 1 St:lL'Oo0"-"90MlO$!otlO.S::.ttr. 

!CDR 1.6b-3 EPU 001185 
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Supplemental 

Saint lucoe Cash Flow 
--------------------------------------------------------------------

..I\ 
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Supplementai 
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NCR-11 .~. CONFID.,ENTL~ 

Extended Power Uprates 
Project Update 
Turkey Point 

IC:R 1.6'>3 EPU 

Draft- Proprietary & Confrdantia! Business lnfonnation 
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FPL 000057 
KCR-11 

2 

0 

e 

ICCR 1.6b-3 EPU 

Agenda 

Overview 

A~ea Summary & Line by Line 

l 'mp~ementation 

Risk and Mitigation 

NRC Schedule 

Lessons learned 

Draft- f:'roJ;rietary & Confidential Business Information 

00'24! 



FPL OOOO_So.._ _________ _ 
COl\TFIDE~TTIAL NCR-11 

3 

.- . 

Current Plans and Targets 

Notes 

All Outage durations to be reviewed & approved by CNO upon completion of Scope definition 
1 Outage durations driven by Generator rewind currently in the approved Outage schedule 
2 Outage duration driven by HP Turbine and MSR replacements 
3 Target goal for Six Sigma Team rewind outage durations 
4 MWe based on Siemens heat balance (contract target) 
5 AST LP.R must be approved prior to submittal of EPU LAR 

ICDR i.Sb-
3 

EPU Longer duration Outages have been included in the business model 

Draft - Proprietary & Confidential Business Informat ion 
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:"l'CR-11 

I. Overview 

Turkey Point Timeline 

NRC Tim~ line 

·. 

EP.J Time Une 

[CD~ 1.60-3 E PU 

4 Draft - Proprietary & Confidential Business Information 
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MATERJALS 

TOTAL 

ICDR Ub-3 E?lJ 

CONFIDE;NTIAL 

Cost Overview 

OR£GINA.L CURRENT 
ESTIMATE ESTIMATE 

181 i 10 

5 Draft-Prop:letary & Cohf1dential Business Information 
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600 

4JO 

CONFIDENTIAL 

Forecast Overview Waik-Thru 

•Total Project i=orecas! SS33M 

f].1 c g> 

------------------------'~------~~---------------------------------' ___________ f_____ 1 i 
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ICOR 1.6b;3 EPU 

CONFIDENTIAL 

It Area Summary 
and line by line 

Draft - Proprietary & Confidential Business lnfonnation 

.--..._ 

C1l1246 



'· 
.. 

FPL 000063 
NCR-11 

~==---------================= 

CONFIDENTIAL 

o The causes for the increase were primarily due to the 
· foHow8ng: · · 

Initial Shaw feasibility estit11ates were based on conceptual 
scope 

Scope Growth_ driven _by- LAR and Design Evolution 

Bechtel Field Non-manual (FNM) and Indirect costs for the 
EPC .contract are higher than expected 

1\ftaterral costs sjgnificantly higher than Shaw original 
estimates · 

"i=excludes scope undefined 

ICOR 1.S'o-3 EF'U 
0()1247 
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NCR-11 CONFIDE.t"'TTAL 

. U .. Area Summary 

9 

LicensDng Cost 

licensing Engineering costs were higher than planned 
by $34mm due to: ·· 

Base contract costs higher· than anticipat~d 

cPU analysis significantly more extensive and intrusive :than 
stretch power uprate like s .eabrook . 
New analysis methodologies required to achieve acceptable 
results · 

NRC regulatory guidance issued expanding scope/ complexity 
ci~R . 

Fast Track schedule caused work to be performed vvith draft 
rnputs and re-worked rater 

Core LAR. staff owner's functions ~argely contracted 

!CDR 1.61>-3 EPU 001?.48 
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FPL 000065 
NCR-11 -. 

H. Line by lone .. ·LAR 

ICOR 1.Sb-3 EPU 
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continued o'n next page 
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n .. LRne By Lone- LAR 

ICOR 1.6b-3 EPU 
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FPL 000067 
NCR-11 CONFIDENTIAL 

H. Area Summary 

12 

Engineering Costs 

~Viodification Engineering costs increased by $49mm . 
due to~ 

Original Shaw Estimates conceptual vs . detail 

N·un1.ber of Modifications increased due.to Scope Grovvth and 
LAR Anafysis 

Bechtel increases in Home Office and Overhead costs 

!CDR 1.Sb-3 E?U 001251 

Draft -Proprietary & Confidential Business Information 



CONFID~ --. 

. ~ 

cont inued-on next page 
j. 2--

j3 Draft- Proprietary & Confidential Business fnformation 



' 
1 
j 
·~ 

.• .. 
'j 
-; 
, 
' 
;· 

' ·' > _.; 

.. 
.. : 

CONFIDENTIAL 

'!4 

*Total~ do not represent all Engineering items 
1- 2-
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FPL ~00070 -

NCR-11 COJ\""FIDENTIAL 

U .. Scope Reductions 

i\llaior Scope Reduction Items 

CESCRIFTlON PROs 

15" Draft - Proprietary & Confidential Business tni'ormatlon 
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FPLfi00071 
~CR-11 COl\lfiDE.NTIAL 

U .. Scope Additions 

Major Scope Additions & Increases 
DESCRIPTION RIS.KOFNOTOOING 

increases 

'tS . Dr~ft-Prop'll'ietaiY & Confidentia[ Business fnformation 
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F.PL 000072 
NCR-11 ............ CONFIDE:{'ITIAL 

H .. Area SummanJ 

Material Costs 

o Major equipment estimates increased by $36.5M due to 
changes in fabricatioc~ costs and scope increases~ 
- Original estimates based on best known price of materials at 

the ti111e. Condenser material cost ..... 75% higher than originaf 
Sha\tV estimate 

Moisture Separator Reheater scope increased due to raising 
eievation and adding condensate drain tanks. Material 
increase ....., 32o/o.-

- Other large components exceeded estimates-Feedwater 
Isolation Valves, lsoPhase Bus, Turbine Digitai Controls, 
Turbine Plant Cooling \Nater Heat Exch_angersy 

- Field procured material costs are higher than assumed in the 
·original estimates 

!CDR L6~EPU 

Draft-Proprietary" & Confidential Business rnformation 
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FPL 000074 
KCR-11 

19 

CONFIDENTIAL ·-

Ill.. Implementation 

£CDR1~3EPU C01258 

Draft - "Proprietary & Confidential Business lnfonnation 
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FPL 000075 
NCR-11 

2D 

CONFIDENTIAL 

Project Implementation 

., Origjnal Project Organization structure contemplated in',. 
2007 was with seconded (contract) staffing overseeing the 
EPU effort 

Originai Structure 
--Self Perform model (FPL +Contractors) 

--Contracted staffif!g was ~pproximately 88+ for PTN 
-- Fast track for large component purchase with [icensin·g and 

design in parallel . 

Farly 2008 Decis'ion to utilize EPC Contractor 
Project Organization structure changed based o"n contract 
award to Bechtel EPC Provider 

-- FPL Management stationed at PTN 01/01/2009 
-:-- Oversight reduc.ed to 52 FTE including Engineering, Project 

Management and Project Controls 

lCDR 1.6b-3 EF'U 001259 
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CONFIDENTIAL 

Summarv_of an implementation costs 

Original To 

ICDR 1.Gb-3 EPU 001260 
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Ut lmp~ementation 

22 

Current forecast to com~lete scop·e i~. 
; 

$439M vs. the current budget of $192M 

Capacity of organization ·does not support self perform. EPC 
construction costs will be higher. Risk· of outage schedule 
impacts are reduced. 

Lack of Constructability reviews of the OrigrnaJ Esti111ates 

Increased Scope iri original modifications 

Increased .number of required modifications 

Bechtel Field Non-manuaf, Ho,me Office and lndirects 

ICDR 1.6b-3 EPU 
001261 
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111. Implementation 
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- Line by Line 
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FPL 000080 
NCR-11 

UB.. Implementation 
CONFIDENTIAL 

Bechtel Proposal Estimate Changes 

J_ Base Scope • Bechtel - rndlcati-.e 

2- Staffing -3 
!COR 1.6"o-3 EPLJ 

" Base scope as defined by Contract scope list 

FPL-EPU Turkey Point Project 
Bechtel Forecast Adjustments 

Contract OrigillCII PSO .. Most Likely 
Award- Submittal PSG Revi 
Bechtel 

lK 
1 i 

~vents 

25 Draft -Proprietary & Confidential Business lnformatron 

Reduced 
Scope Hours .,. 

'•, 

II 

' '· 

consolida1ed Reduced 
'Pro&urement Eng'g M3nHrs 

& 

0.01264 

Cons !ruction -ro 

~ 
F=PL.. 
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HI. Implementation 

26 

This time line shows original Bechtel costs ·and the 
changes that resulted in a reduced EPC costs 

prl~rto E?C 
(Shawe:r.:r.~:rus) 

VIe only haw 
dollars 

~sed on-43 MO!)S" '""""•n_,,,.~n• 
For Unit. 

JCDR 1.6b-3 EPU 

Draft -Proprietary & Confidential Business Information 

sccp-ettv~lon1:. tc 
MOD'$, Rec'u<'Don 

M De:!l£1> &1"" & 
St:lrt upl1f~ and 
n!."TIO'IIil\1" 
MaoagementService reducCcr.s due to 

MOD esllmates 
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UU. Line by -Line ... T.otal 
bll~ 

CONFIDENTIAL 

L .· ] ~ This table repre.sents the total variance between the original budget and 
~ ~ 3-~ E the current forecast. F. urther breakdown for LAR, engineering and 
g-g~~Oo4 
e :;. ~;, im lem · ear on other s l 

~~~0~~~~~~~~~~~~~~~~~~~~~~~~~~~~;;,;;:;~~~~~~~~~ ~c:::~~ 
~~]~ 
~ !.:.'l · - ~ 

-~:::;-s -~~~~~~ ·~ ~ til .:; 

~ 
< 

.. 

!CDR 1.60-S EPU · Continued on next page 001266 

.· 
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ICDR 1.6b-3 EPU 
continued on next page 001257 
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ill. Rtsk and Mitigation 

30 

Gll<¢)• Cnl:let::>-.al"~ .. ~~e 
spa::oe. ~ C;a:• ~ l>e L= Ulan 
tc e'\ic!oY.Iy SI1?P<Xllhe EPU ~ 

~or=-t..~:•n:>K(rrc:ul:£11!1 
~}.lbo-.$!!-
~ :>uch tem$ 3S PORe •t'lows. 

1//0~ . ..tc.marbe 
tlr lhe sial on to £U,ppe~ 

ca:.~'1!-.al L"P't)' An:!lysl$ariJceM<! 
rn:~~·~:~e !!l'.c<l'.ct..tru;~ ~-s'• 

lAR 

ICOR 1-Sb-3 EPU 
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Ill. Risk and Mitigation 

31 

Ao:a.~ 
-NRC.Tecm~=;J F~~ 

-ACilS~ 
-ZllLO~ Co~:macot)l An>fysi$ 

Draft- Proprietary & Confidential Business Information 

~Fl~~f:r~e:.tec! 
J"o>~>'::fV;:<Z:03. 
• c.-de;> E?I'J 5:>1~ :roC lei.<! 

ClOd.,;( 

U.eG!ma EPU$Ubml!ol """ oucbfa 
~.::rull,....,dll!tal 
~<!leVe>3 ancf d'a01lSIC booc-'..s 
~ C".JIIb>lrtei:n U>.R ~ 
•Se:t~=·-l$\l.AR 
s~ 
l!~~ .,.., ll!ldv.-. us!Tg 
ltm..::y <!lid ~:::y ex;>oltt 
~m~\lf'.!l~~l> 
~lbc:ni!tl: 

VP ·'A!:!= POW"..r Upc;~~e mot O.:th NRR 
:-~~ .. ">17/21108 

W.or.lll.'y~s,.·th~ 

CNO rr.~ v.llh EOO a. :!.'23~~• 
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NCR-II CONFIDE~ 

Ul.. Risk and Mitigation 

!COR 1.6l:l-3 EPU 
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FPL 000089 
NCR-Jl - · CONFIDENTIAL 

Ut Rtsk and Mitigation 

Undefined Scope in Formal Analysis 1 

High Rnsks accounts fo 
Exposure · 

o Medium Risks accounts for 
exposure 

I COR 1.6b-S "EPU 

34 Draft- Proprietary & Confidential Business lnfo'mlation 
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of weighted Rusks 2 

of weighted Risk 3 
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35 

------ ~ ------

COi'lTIDE.NTIAL 

IV.. NRC Schedule 

fCDR ~-6'~ EPU 01)1274 
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.)l'CR-11 CONFIDENTIAL 

· ~V. NRC Schedule 
!>Go 
:§~ 
o.J-

2 ~«>~ ~ 
, : A ~~ 
~~~U~"-
oo~tll -
[3g£:!.;:l~ 
.-.-;.,_,.::'\CO 
·o ..; ~ 8 :0 ;:: z- ,. .... - o 
.... S~..ot-10 

•'(,J :-= ~ ~ ~ r') 

NRC LAR Schedule 
~~~ :.;~~ ~ 

A~ a.:; s.c: o AST LAR submitted 6/25/09 

·. 
' 

' .·. 

' 

: 
·• 
' 
~ 

' ·: 
·= 

; 

r 
~ . 
; 
~ 

:· 
·: 

g 

36 

Staff acceptance review in progress 
Responding to two requests 
12 month review projected 

EPU LAR Planned submittal in June 2010 
14 month review period projected 

Draft -Proprietary & Confidential Business Information 
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BV .. NRC Schedule 

37 

Turkey Point Timeline 

NRC Tlrneune 

NRC AST l.AR Review (12 mo.) 

I 
' I S 9 10 i112 1 2 3 4 5 e- 6 9 iO 11 12 1 2 3 4 5 6 

E?U Time Line 

Today 

!CDR i.Eib-3 EPU 

6110 
Submit 

EPt.l lAR 

Draft-Proprietary & Confidential Business Information 
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V. Lessons learned 

38 

Scope Control 

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 pe1iormed on design changes. 

-- Changes vvere made ·late in the designs (design evolution) 

Cost Reporting and Early Warning 

No contingency estabHshed ·of emergent items or increased · 
scope 

- fVIust incfude contingency based on level of risk/progress on 
project · 

Key Pertormance Indicators not established early 
Individual Modifications Budgets and Site Department budgets 
not established 

!COR '1.6b-3 EPU 001277 
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V. Lessons learned 

c 

39 

Contingency a·nd Risk Assessment 
Did not assess the licensing risks and establish contingency that was 
aligned to the licensing risk _ 

'· 
Did not look ai in~ividual projects risks early such as Feedwater heater~ 

Need a better way to assess risks to material costs increases 
Under estimated the risk and costs associated \Nith the fast track project 
concept 

Did not assess the regulatory risk of the linked LAR toAST 

NRC L icensing Costs 

!'Jeed a formal licensing risk analysis of the LAR and related 
ISSUeS 

Did not assess the risk of legacy plant issues associated with 
LAR analysis 

Need to follow industry trends for estimating licensing costs and 
factor in plant specific scope considerations 

ICDR 1.6b·3 EPU 001278 
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FPL 000095 
NCR-11 CONFIDENTIAL 

V .. Lessons Learned 

~ · Fast Track Modification Control 
Looked at the project only from a high level risk assessment 
Should have don a more detailed risk assessment when 
establishing the budget 
Did not assess the quality of original site staffing due to fast 
tracking . . _ 

r:;:JR 1.Gb-3 EFU 
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Extended Power Uprates 
Project Update 
Saint Lucie 

July 25 2009 
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Background 

Overview 

Agenda 

c Area Summary & Line by line 

o Implementation 

o Risk and Mitigation 

I) Implementation Options 
NRC Licensing Schedule 

35/85 Option 

FPSC Need~ Filing 

Cost & MWE 

CPVRR Results summary 

o Lessonslearned 

2 Draft- Proprietary & Confidential Business Information 
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CONFIDENTIAL 

o Fast Track schedule working outside the project 
management process resulted in cost uncertainty 

c Schedule plan based on minimizing regulatory risk 
- Activity progressfon different from conventional sequence 

Full scope still not known 

Many costs are still at the conceptual level 

3 Draft -Proprietary & Confidential Business Information 
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Background 

111fi.007 

feb W.=r 
1/1/2Q(Ja 

Feb Mar 
1/112009 

Key Activities and Milestone~ 
Leading to Current Situation 

(2007 -2009) 

Mr May J1rn Jill 

Ap: PleJ Jul 

Aug 

Todav 

Aug 

Project Authoti~on 
to Proceeci 

Sep Oct 

Sep Oct 

4 Draft- Proprietary & Confidential Business Information ., 
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Nov Dec 

Nul' ee.: 

121311'2007 

1213112008 

' · 

FPL 000427 
~CR-11 
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CQNFI-DENTI:AL 

6 

Plans and Targets 
~ PROFORMA ~~~ FORECAST 
~~ U-1 U-2 ¥ . U-1 U-2 
~ ~ 

LAR Submittal r,f 9/01/09 9/01/09 :;;:, 9/30/09 1/31/10 
'~ ·41 

1s' Outage ~4 4/1/2010 11/1/2010 . 
· .. 4/5/2010 11/15/2010 Duration !!·'---· 55 Days 40 Days ~ 66 Days 1 64 Days 

,.-"c ~ 46 Days" 
F*. in 2 n<l Outage r· 10/1/2011 5/1/2012 ·~ 10/1/2011 4/19/2012 Duration .,._.~ 55 Days 55 Days ~: 64 Days ;s 68 Days 1 

~- !{" 46 Days " 
@~ If·~ 

In Service Date 
~~ October April ~ December June ~ 2011 2012 2011 2012 
~ ~ ... ~ 

MWE. ~~ 103 103 ~ 129 :> 136 :> 

Notes 

A ll Outage durations to be reviewed & approved by CNO upon completion of scope definition 
t Outage durations driven by Generator rewind currently in the approved Outage schedule 
J Outage duration driven by HP & l.P Turbine and MSR Replacements 
4 Target goaf for Six Sigma Team rewind outage durations 
5 MWe based on Siemens heat balance (oontract target) 

Longer duration Outages have been included in the business model 

Draft - Proprietary & Confidential Business Information 
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NRC Time Une 

EPU Time line 

Today 

9109 
Submit U1 
EPULAR 

St. Lucie Timeline 

U2 NRC EPU lAR Review (1 4 mo.) 

1 EPU LAR Review (14 mo.} 

1/10 
SubmrtU2 
EPU LAR 

11/10 3111 
NRC Approves NRC Approves 
U I EPU lAR EPU lAR 

I + 20 Mwe - LP Rotor 

7 Draft -Proprietary & Confidential Business Information 

+ 129 Mwe- EPU 
Total= 149MWe 

·. 

+ 116 Mwe- EPU 
Total= 265 MWe 
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Cost Overview 
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ACTUAL/ 
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Forecast Overview Walk-Thru 
Identifies changes from original budget to current forecast 

i ~~:~-~~~~~~~~~~~~~~~~~~~~~~~~~~~~----------------------------------------~~~---
$67 
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CONFIDENTIAL · 

Current Budget of $656M increased . 
... to $136M (Current Forecast) · .. 

The causes is prim~rily due to the budget being based on 
feasibility study I estimates not detailed engineering and 
project planning: 

LAR and initial design evaluations identified additional scope not 
addressed in Feasibility Study. 

Bechtel Field Non-manua.l (FNM) costs for the EPC contract are 
higher than originally expected.. · 

Material costs have increased for ·large components such as 
pumps and. large valves .. 

Capacity of the plant and other support organizations to absorb 
additional work was under estimated 

..:.. Allowance for new scope was un9erestimated 
Base scope contract cost were higher than estimated 

11 Draft- Pt·oprieta,ry & Confidential Business Information 
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Licensing Costs 

-------··------
FPL000435 
NCR-11 

Licensing costs increased by $27M due to higher than . 
budgeted base scope major contract costs 

WEC 
Shavv 
Areva 

12 Dra'ft- Proprietary & Confidential Business Information • FPII.... 
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II. Line by Line - LAR 
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FPL000436 
NCR-11 

Base Scope costs were higher than expected 

Continued o•'l next page 
13 Draft-Proprietary & Confidential Bu.siness Information 1 II= PL. 
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Engineering Costs 

Modification Engineering costs increased by $18M 
.Primarily due to new scope additions and existing design 
issues . 

..... Detailed LAR evaluations identified additional scope and 
. existing design issues not addressed in Feasibiffty .Studies. 

-.. New scope items identified in the Shaw Seeping Study and 
evolution of the LAR. . 

--Lack of margin in secondary systems, structures, and 
. components 

.... Addition of EPC contractor necessitates additional EPU BOP 
Vendor (Shaw) interface 

-- EPC vendqr used for PC/M developn1ent 

FPL000438 
NCR-11 

15 Draft-Proprietary & Confidential Business Information FPL. 



~='----___.;,=----===---------------·--------·---·-

j 

.. 
:~ 

.':. 
•' 

l ., 
., 

II. Line by line .. Engineering 

16 

Modification Engineering costs increase primarily due to new scope additions and 
existing design issues. 

Continued on next page Draft - Proprle1ary & Confidential B.uslness Information 
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It line by Line- Engineering 
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It Scope Reductions 

Scope Reductions 

!<ef.lih-' Q.4~ritiP.~JPJT,:~fJ~rlr61;::t,~~Zf~!1;~'f£~~-f?~~r,f.:~;\k"'.i~;~J.;~~~~~,p~: c:?,rp~:.i~'ti!1r·;.;~?;~'~.~}~t~l1!Jr.t;:l·~'~iiit.~~H~~~1+~5~li'l:01!~~~ ~~~!1~~~:1!'~~f.'l~1;(~~,h:l~·f.i:l~!!r~tr;;lf~~!ir~-Qf~~~~J~~%"~1!·f: 
1 Circulating W aler Pump R&fu lbishmeo1S - relurb Re·estobllshes original baseline of pumps aod Risk for down-powering Units in sum mer months. 

pumps to original design condition lmprovoc ranablllly Cannot be JuallfiOd for EPU 
2 Condensirlo Suction Pipirg U2 -Increase pipe Eliminates source or oxygon {alrnlners) and Does nllt address pump vibretion inucs size reduces pipe llow vslooitlca 
3 Add Dedicated powor Su~ply lor 1 C/2C Eliminate& exist;ng OPS burden Wlt!l transrer Auto-swap very expensive and cannot be jUstl~ed 

Condem;ate Pumps - 1'6place exist 1 Cf2C 4.16 $Witch for EPU . 
k.lf motors, Install G.9kV Switchgear cubicle and 
remove transrer switch 

4 Replace OEH Constant Pressure Pumps - Ellmtnales obsok!te unloading pressure regulators Cannot be justlf.ed lor E P u 
Replace exis t contrirugal pumps wilh conalant and tubing fatigue IUIIet 
pressure 

5 Feeciwater healer digital controls lm proms reliability Does not eliminate obsolescence Issues 
G Main Stea:-n Saloty Valvo! T~llpJpo Mods Not roqulred after onglneer1ng review NIA 
1 Main Steam Salety Vall'e Orifice Change- Not roqutred altar engineering reviaw NJA 
4 Main Steam AOV Trim Chango out · Not required after eng1noonng re'ila'.v NIA 
9 Exciter Upgrade I rewind Not required after Sjemc~s review None 

18 Draft - Propr ietary & Confidential Business lnfonnatlon 

FJ>L 000441 
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H~ISiri)~.:f.rl~··tlt·:fo?f.r. 
Med 

Med 

Low 

LOI'I 

Low 

No no 

None 
No1o 

None 
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it Scope Additions 
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CO:NF.IDENTIAL FPL 000443 
NCR-11 

Material costs increased from -primarily. t 
due to Turbine I Generator cost. Increases from project 
scope estimate to contract establishment. 

o . Transformer and pump material costs escalate at greater 
than assumed rates 

" Added scope for LAR and Design analysis has also 
caused increased material cost for the added items 

20 Draft -Proprietary & Confidential Business lnformatfon · • FPL.: 
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CONFIDENTIAL 

Materia~ costs increas·ed from $221"M to $255M primarily d.ue·to 
Turbine f Generator· cost. · 

FPL000444 
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Ill. Implementation 
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CONFlUE:NTJAJ, 

Project Implementation 
" Orig_inal Project Organization structure envisioned minimal 

staffing supplemenled with competent suppliers 

Original Structure 
. . 

-~ .Self Perform model (FPL + Contractors) using NAP 401 

FPL 000446 
NCR-11 

-- Fast track for large component purchase with licensing and design in parallel 

Project Organization structure chan'ged following performance issues with 
Point BeaCh Fall 2008 Outage 

-- Abandon Self Perform model and use Engineer-Procure-Construct (EPC) 
Ideology 

- EPC structure targeted AlE with ability to proceed independently (Bechtel) 
-- EPU Balance of Plant Vend9r (Shaw) services still required for overall EPU 

assessment 
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Ill. Implementation 

Summary of all Implementation Costs 

Cost Center 

7_ . 3 
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LmQiementation Costs 

o Implementation costs increased from ~120M to $360M. '·, 
- ... initial budget I Feasibility Estimate was based on conceptual . . 
scop1ng 

--·~Scope additions contributed to the cost increase above the 
original budget. Exarnples of scope adds are Rod Control, TCW 
Heat Exchanger, and Turbine Gantry Crane upgrades. 
--lmplementatjon model changed from FPL.self-perform to EPC 

--Plant and other owner support was not fully recognized in 
Feasibility Study. 

• 

F.PL 000448 · 
NCR-11 
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Ill. Implementation - line by Line 
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Original implementation estimates on limited field information I conditions. 
Costs for EPC contractor are higher than expected 
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Ill. lmpleme~tation -Line by line 
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Ill. Dmplementation 

Bechtel Proposal Estimate Changes 

~ # 
tq'l> 
~ 

<-1" 

• Base scops as danned byCon1ruclsoope lis! 

FPL-EPU Project 
St Lucie Project 

Bechtal Fore cast Adjustments 

Events 
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Ill. Implementation 

ITIAL DECifnl. TOTAl 
f ORECAST 

P.SO REV.O ESTIMATE 

P-50 Rtv.l ESllMATE 

P·50 llt:l/.2 ESTVoiATE 

~·5~ REV ..3 ESTIMATE 
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40 

40 

Change Walk- Thru 
B ECHTEL FQRECAS:T TIM.EUNE 

J.\Sro urolol O~IGIN.._l BEtHTU "tllt>tCAllVE STAHillG PLAtlS"' 
J"'oli on H EPC Modtnc-.tlcn< 

IECHTU SUDIIoUT I:H!IAL TOTAl PROJECT U1111!ATE · ol..la .. witi> Sodlle-•nt 
jlland o <:DP~ Growt~ ud ChrlflQU~~l 

)4 ~"· 
U Orlci<\~1 EPC Mail;liaotions PlosJS llut •odll'lc:otlons oUcd to Sp'oc W;·157 

g !lol<ted scapo 

aued 
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UL line by line- Total 
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This table represents the total variance between the original budget and the current 
forecast. Further breakdown for LAR, engineering, materials and implementation 

ear in other slides. 
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Ill. Implementation - line by Line 
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Original implementation estimates on limited field information I conditions. 
Costs for EPC contractor are higher than expected 
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Ill. lmpleme~tation -Line by line 
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Ill. Dmplementation 

Bechtel Proposal Estimate Changes 

~ # 
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~ 
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• Base scops as danned byCon1ruclsoope lis! 

FPL-EPU Project 
St Lucie Project 

Bechtal Fore cast Adjustments 

Events 
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IlL Risk and Mitigation 

1\mer.dment ReQoo$.1 
~.~ R<l'i'- c:.cx.ul !:a d;!a)'ed 
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1/09 

NRC Time Line 

EPU Time line 

Today 

9/09 
SubmitU1 
EPU I.AR 

U2 NRC EPU lAR Review(14mo.) 

1 EPU LAR Revfew (1 4 mo.} 

1110 
SubmitU2 
EPU LAR 

11/10 3/11 
NRC Approves NRC Approves 

U1 EPU I.AR EPU lAR 

I + 20 Mwe - LP Rotor 

Draft- Proprietary & Confidential Business Information 

L_ ___________________________________________________ ___ __ 

+ 129 Mwe- EPU 
Total ~ 149~'1\\'e 

+ 116 Mwe - EPU 
Total= 265 MWe 
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IV. Implementation Options 
PSL and PTN EPU Outage Durations being considered to have 
one short - one long Outage. Advantages appear to be as 
follows: 

Advantages 

-No overlapping Outages 

-Improves certainty in Engineering and Planning 
-AJiows Site teams to develop team work and efficiencies 

-Fewer complex Outages 

-Improve~ leveraging of Fleet and Specialty resources 

40 Draft - Proprielary & Confidential Business Information 
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• Undefined Scope in Formal Analysis 

FPL 000459 
NCR-11 

o Approximate High Risk Weighted Exposure=- ·2 

o Approximate Totcil weighted Risk Exposure;:: 3 
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IV. Implementation Ogtions 
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IV. Implementing Options 

NRC lAR Schedule 

o PSL 1 EPU LAR Planned Submittai ·September 2009 

14 month review period projected 

c PSL2 EPU LAR Planned Submittal January 2010 

- 14 month review period projected 
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1/09 

NRC Time Line 

EPU Time line 

Today 

9/09 
SubmitU1 
EPU I.AR 

U2 NRC EPU lAR Review(14mo.) 

1 EPU LAR Revfew (1 4 mo.} 

1110 
SubmitU2 
EPU LAR 

11/10 3/11 
NRC Approves NRC Approves 

U1 EPU I.AR EPU lAR 

I + 20 Mwe - LP Rotor 

Draft- Proprietary & Confidential Business Information 

L_ ___________________________________________________ ___ __ 

+ 129 Mwe- EPU 
Total ~ 149~'1\\'e 

+ 116 Mwe - EPU 
Total= 265 MWe 
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IV. Implementation Options 
PSL and PTN EPU Outage Durations being considered to have 
one short - one long Outage. Advantages appear to be as 
follows: 

Advantages 

-No overlapping Outages 

-Improves certainty in Engineering and Planning 
-AJiows Site teams to develop team work and efficiencies 

-Fewer complex Outages 

-Improve~ leveraging of Fleet and Specialty resources 
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Proiect. Estimates and Valuation 
o Estimates are conceptual only 

- Formal estimates can not be established unti l designs are complete 
- Current design completion will not occur until 2011. 

- Current Bechtel EPC costs are based on a "load board" concept 

- Significant variability in the cost when compared to original budget 

• Initial licensing and engineering has resulted in increased 
project scope . 

Q Capacity of the organization does not support self 
performance EPC construction costs will be· higher but 
have lower implementing risks 

o Current higher estimates continue to show value to the 
customers without reliance on increased MWe output 
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PSL- Design and Estimating Time line 
Current Plans to not complete estimates until 201 1 

Sep 200) Oc! 2009 
SUIIMrT StJIIllrT 

:ENGR ESi t:O:'IST EST 
. Sl1-2l Sl1-23 

Feb2010 
SUBWT 

ENCREST 
Sl1-2A 

..:.- 2010 
S\ISIMT" 

EMGRI!ST 
Sl2·19 

A1."J'2010 
SIJBLIIT 

CONSTEST 
Sl'l-24 

U:oy2D10' 
SUDMIT 

COH:STEST 
51..2-1~ 

S•;>2.010 
suo.wr 

ENGREST 
S!.2·20 

Lfar 2011 
SUSMJT 

CCNSTEST 
S\2-70 
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PTN • Design and Estimating Time line 
Current Plans to not complete estimates until 2011 

.Apr2l)10 
sue1.11T 

CO~ISiESl' 
ll'3R2S 

klg~;»O 

SU!ltoln 
ENGRo:sT 
u=a 

Apr2010 ll.ay :2010 
SUSWIT S>JBWf 

O«<R EST COIIST~ 
U4R2>5 UO!l2e 

Al.s;l .2011 
SOB 111fT 

OONSI'EST 
U3R27 
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IV. Implementing Estimates 
,FPSC Needs Filling 
St. Lucie !9/17/09) 

-, 
o Perform Major Work for Each Unit During Separate Outages· in 2011 

and 2012 

• Increase in· Gross Power of 11% for Each Unit 

• Net Electrical Increase from 840 MWe to 943 MWe 

• Combined Two Unit Total of 206 MWe 

" Estimated Nominal Cost for PSL are Approximately $651 Million 

o Annualized Base Revenue Requirements for the First 12 Months of 
Operation, PSL 1 - $59.8 Million PSL2 - $61.8 Million 
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FPSC Needs filing 
Turkey Point (9/17/091 

" Perform Major Work for Each Unit Dwring Separate Outages in 
201.1 and 2012 · 

a Increase in Gross Power of 14%> for Each Unit 

o Net Electrical Increase from 700 MWe to 804 MWe 

o Combined Two Unit Total of 208 MWe 

o Estimated Nominal Cost for PTN are Approximately $750 
Million 

" Annualized Base Revenue Requirements for the Frrst 12 
Months of Operation, PTN3 - $76.4 Million "PTN4 - $72.9 
Million 
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FPSC Needs Filing 
St. Lucie & Turl<:ey Point 

Common Elements (9/17/09) 

" Perform Major Worl< for Each Unit During Separate Outages in 2011 and 
2012 . 

o Plan to Submit LAR to NRC in January 2009 

e Expected Approval by NRC but not Assured Spring 2010 

c; Changes to· the Transmission System for All 4 Units is Estimated to be 
$45 Million 

FPL000469 
NCR-11 

o Customer Bill Impact Between 2009 and 2012 is Conservatively Estimated 
Between $0.34 to $1.79 per 1000 kWh 

• Customer Bill Impact in 2013 from all 4 Unrts.is Conservatively Estimated 
to be $0.21 per 1000 I<Wh for the First Full Year of Operation of All the 
Up rates 

" Aggressive Schedule to Complete in 2011 and· 2012. May be Impacted by 
Regulatory Reviews and Procurement and Could .cause Delays in 
Schedule 

o Requested Exemption from the FPSC Bid Rule 
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FPSC Needs Filing 
St. Lucie & Turkey Point 

Common Elements {9/17/09) 
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o Economic Analysis performed on Nine Scenarios of Fuel Costs 
Environmental Compliance Costs 

and 

0 

0 

e 

0 

Uprates have· a lower CPVRR in 8 of 9 Scenarios 

CPVRR Savings in 8 of 9 Scenarios range from $122 Million to$ 863 
Million · 

In 7 of 9 CPVRR Savings is Greater than $200 Million 

In One Case with Low Gas and Minimum Environmental Costs Results 
Indicate a $33 Billion in CPVRR Savings for Our Customers on an FPL 
System Wide Basis Due to the Large Amounts of Natural Gas Used on 
FPL's System . 

• Based on FPL's Analysis 
0 

D 

0 

Likely Net CPVRR for Our Customers 

Non-GHG Emitting Generation for Many Years 

Ultimately a Net Savings, Not a Net Cost, to Customers 
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IV. Implementing Estimates 

48 

LAR 
Submittal 

Nntes 

9/1/2009 i 9/1/2009 9/1/2009 1/3 1/2010 

All Oulage dur.;~ons to be reviewed & approve<! by CNO OJP<)n COfllil[e:tl.on or scope oam!tlon 
1 Outagaduf'illioos drl\<en by Generatm rewind almlll1IY In lhe approved Outaga $chedule 
> Cl'.Qge dUt'i!:lcn driven by~ 600 co'd leg na:zle r!!p3k' 

• Outage durelioo driven by HP & LP Turbine and MSR Rephn:emenls 

+Target goal for S"oc Sf,;rr«l Team I'C:I'Mnd outage tfura:lons 

s fmfe based on Siemens heat balance (conlrad llw'gel) 

L11nger duration Outages llave been included In the business model 

Draft -Proprietary & ConfldenUal Business Inf ormation 
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911/2009 9/1/2009 6/01/10 5 6/01/10 5 

foB Outage du-alii)JlS to be ravil)v-;ed & a.po;rcved by CNO upon complefion ol Sc:o~ definl!lon 

~ Outage "duralions d riven by Gene;a\or rawlnd ctnerrtiy in the approved Outage sc'ledule 

• OUtage du~ driven by H?T urlllne ;mc:l MSR mjl!a:cemCf\\:l 

• Tarset goal for Six SlgtT'a Tea:n rav.tnd out~ dureUor.s 

• M'w\'e based on Siemens heat balar:w (conLou:;t target) 

s A.S1 LAR must be approved p~ lo .s:.rbmillal ofEPU I.AR. 

l onger c!urztioo Outages llave been Included lniho busllless rnodel 
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Feasibility Analyses for EPU Project 

Feasibility Analyses for EPU Proiect 

PSL Cost $M 
PTN Cost$M 
Total Cost $M 

PSL EPU MWe 191 2 

PTN EPU Mwe 208 
Total EPU Mwe 399 

$/kW $3,384 $3 399 $4 276 

$122-$863 3 $346-$1,109 4 $683-$1 ,57 4 5 $282-$1,210 3 

-$350M -$390M 
Notes: 
1. Includes Undefined Scope PSL- $60 M andPTN- $77 M 
2. PSL 2 Participation NlWe removed from calculation 
3. There is a CPVRR savings in 8 of 9 Scenarios analyzed 
4. There is a larger CPVRR savings than the previous year in 8 of 9 scenarios analyzed 
5. There is a larger CPVRR savings than the previous year in all scenarios analyzed 
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$1706 1 

245 2 

236 
481 

$3 547 

$315-$1,350 
-$390M 
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CON.FlDENTIAL 

Lessons Learned 

o Undefined Scope and Risk Assessment 
Need to look at individual project risks early in original seeping-. 

- Neeq a better vyay to assess Engineering and implementation 
cost mcrease nsk amounts 0 ° 

- Underestimated the risk and costs associated with the fast track 
project 

0 

Curr~nt undefined scope allowance is not a!igned to the risk 
matnx 
Did not assess capacity of organization and costs 

., NR9 Licensing 
Need a formal licensing risk analysis of the LAR and related 
rssues 

- Existing plant conditions with low margin were not assessed for 
risk completely 
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o · Fast Track Modification Impacts and Risks 
Looked at the project only from a high level risk 

Should have done a more detailed risk assessment when 
establishing the budget 

' •·. 

Did not address the impact of a fast track project on station staff 

o Cost Reporting and Early Warning 

Early warning on cost overruns and undefined scope depletion 
were not dealt with in a t imely manner 

Undeffned scope allowance used rn establishing base contraots 
and work left little for emergent items or increased scope 

Must fnclude undefined scope allowance based on level of 
risk/progress on project 

KP Is and detailed cost reportJng structures were not established 
early enough in the project 
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