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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
FLORIDA POWER & LIGHT COMPANY
DIRECT TESTIMONY OF KIM OUSDAHL
DOCKET NO. 080009-EI

May 1, 2008

Please state your name and business address.

My name is Kim Ousdahl. My business address is 700 Universe Boulevard,
Juno Beach, Florida 33408.

By whom are you employed and what is your position?

I am employed by Florida Power & Light Company (FPL or the Company) as
Controller.

Have you previously filed testimony in this docket?

Yes.

What is the purpose of your testimony?

The purpose of my testimony is to provide an overview of FPL’s filing and
demonstrate that the filing complies with Florida Administrative Code Rule
25-6.0423, Nuclear Power Plant Cost Recovery (the Rule). Consistent with ..
the Rule, my testimony requests that the Commission approve a Nuclear;i
Power Plant Cost Recovery (“NPPCR”) amount of $258,979,772 on a{:;ﬁ
jurisdictional adjusted basis to be recovered through the 2009 Capacity Cost *
Recovery Clause (“CCRC”). In conjunction with approval of the NPPCR i,

s
I

amount, FPL requests that the Commission do the following:
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e Review and approve recovery of carrying charges associated with the
2008 Actual/Estimated and 2009 Projected construction costs for the
Uprate Project, as presented in the testimony of FPL witness Stephen
Hale.

e Review and approve recovery of the 2007 Actual, 2008
Actual/Estimated and 2009 Projected pre-construction costs and
associated carrying charges for Turkey Point 6 & 7, as presented in the
testimony of FPL witness Steven Scroggs.

e Determine that FPL’s 2007 pre-construction costs for Turkey Point 6 &
7 were prudently incurred, for the reasons presented in the testimony of
Mr. Scroggs.

o Approve FPL’s proposal to recover FPL's 2006-2007 Site Selection
costs and associated carrying costs through the CCRC effective January
1, 2009 as part of FPL’s NPPCR amount. Consistent with approving
FPL’s proposal, FPL further requests that the Commission determine
FPL’s 2006-2007 Site Selection costs for the Turkey Point 6 & 7
project were prudently incurred, for the reasons presented in Mr.
Scroggs’ testimony.

Have you prepared or caused to be prepared under your direction,
supervision or control any exhibits in this proceeding?
Yes. Iam sponsoring portions of the following exhibits:
STH-2, which consists of Appendix 1 containing the Nuclear Filing

Requirements Schedules (NFRs) for the Uprate Project. Page 2 of Appendix I
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contains a table of contents listing the NFRs that are sponsored by Mr. Hale,
Dr. Sim and me, respectively.

SDS-1, which consists of Appendix II containing the NFRs for Turkey Point 6
& 7 pre-construction costs. Page 2 of Appendix II contains a table of contents
listing the NFRs that are sponsored by Mr. Scroggs, Dr. Sim and me,
respectively.

SDS-2, which consists of Appendix III containing the NFRs for Turkey Point
6 & 7 Site Selection costs. Page 2 of Appendix III contains a table of contents

listing the NFRS that are sponsored by Mr. Scroggs and me, respectively.

NUCLEAR COST RECOVERY RULE

Q.
A,

Please describe the purpose of the Rule.

On March 20, 2007, in Order No. PSC-07-0240-FOF-EI, this Commission
adopted the Rule to implement Section 366.93, Florida Statutes (the Statute),
which was enacted by the Florida Legislature in 2006. The stated purpose of
the Statute is to promote utility investment in nuclear power plants, and it
directed the Commission to establish alternative mechanisms for cost recovery
and step-wise, periodic prudence determinations with respect to costs incurred
to build nuclear power plants. The Rule provides the mechanism and the
annual recovery of these costs through the CCRC. FPL has been working
with Commission Staff, the Office of Public Counsel, Progress Energy Florida

and others to develop a comprehensive set of schedules, Nuclear Filing
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Requirements, setting forth construction and cost information on a nuclear
project.

Have these schedules been formally adopted?

Although the schedules have not been formally adopted by the Commission,
FPL understands that all parties agree to the use of the latest draft of the NFRs
for filing purposes. The Company has been collaborating with Progress
Energy in order to provide as much consistency as possible in the current
draft. However, the forms are still evolving and deviations from specific
details of the forms may be appropriate. The NFRs provide an overview of
the financial and construction aspects of nuclear plant projects, outline the
categories of costs represented and provide a roadmap to the calculation of
detailed project revenue requirements.

Does the Rule describe the annual filing requirements that a utility is to
make in support of a final true-up of prior year costs and a prudence
determination for those costs?

Yes. Subsection (5) (c) of the Rule states:

“ 1. Each year, a utility shall submit, for Commission review and approval, as
part of its Capacity Cost Recovery Clause filings:

a. True-Up for Previous Years. By March 1, a utility shall submit its
final true-up of pre-construction expenditures, based on actual pre-
construction expenditures for the prior year and previously filed expenditures
for such prior year and a description of the pre-construction work actually

performed during such year; or, once construction begins, its final true-up of
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carrying costs on its construction expenditures, based on actual carrying costs
on construction expenditures for the prior year and previously filed carrying
costs on construction expenditures for such prior year and a description of the
construction work actually performed during such year.”
Is FPL complying with these requirements with respect to its 2007 Uprate
and Turkey Point 6 & 7 Project Costs?
Yes. FPL filed the T (Final True-up) Schedules containing the 2007 cost
information for the Uprate Project on March 3, 2008. Because the final order
regarding the need for Turkey Point 6 & 7 was not issued until after the March
3, 2008 filing, FPL has included its 2007 Turkey Point 6 & 7 costs on the A/E
(Actual/ Estimated True-up) of Appendix II to this filing. As this is the first
opportunity to seek recovery under the Rule, FPL believes it is appropriate to
use the final true-up process contemplated by the Rule as the basis for
determining the prudence of its 2007 expenditures.
Does the Rule describe the annual filing requirements that a utility is to
make for the Commission review and approval for the current year
expenditures?
Yes. The Rule states:
“ 1. Each year, a utility shall submit, for Commission review and approval, as
part of its Capacity Cost Recovery Clause filings: ...

b. True-Up and Projections for Current Year. By May 1, a utility shall
submit for Commission review and approval its actual/estimated true-up of

projected pre-construction expenditures based on a comparison of current year
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actual/estimated expenditures and the previously-filed estimated expenditures
for such current year and a description of the pre-construction work projected
to be performed during such year; or, once construction begins, its
actual/estimated true-up of projected carrying costs on construction
expenditures based on a comparison of current year actual/estimated carrying
costs on construction expenditures and the previously filed estimated carrying
costs on construction expenditures for such current year and a description of
the construction work projected to be performed during such year.”

Is FPL complying with these requirements with respect to its 2008
Actual/Estimated Uprate Project and Turkey Point 6 & 7 costs?

Yes. FPL has included the AE (Actual/ Estimated True-up) Schedules in
Appendix I for the Uprate Project and Appendix II for Turkey Point 6 & 7 of
this filing. Although there were no previous projections to “true-up” and
compare to the 2008 actual/estimated expenditures, FPL believes it is
appropriate to use the actual/estimated true-up process contemplated by the
Rule as the basis for determining the reasonableness of its 2008 actual
expenditures and projections in its initial filing.

Does the Rule describe the annual filing requirements that a utility is to
make for the Commission review and approval for the projected year
expenditures?

Yes. The Rule states:

“ 1. Each year, a utility shall submit, for Commission review and approval, as

part of its Capacity Cost Recovery Clause filings: ...
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c. Projected Costs for Subsequent Years. By May 1, a utility shall
submit, for Commission review and approval, its projected pre-construction
expenditures for the subsequent year and a description of the pre-construction
work projected to be performed during such year; or, once construction
begins, its projected construction expenditures for the subsequent year and a
description of the construction work projected to be performed during such
year.”

Is FPL complying with these requirements with respect to its 2009
projected Uprate Project and Turkey Point 6 & 7 Project costs?

Yes. FPL has included the P (Projection) Schedules in Appendix I for the
Uprate Project and Appendix II for Turkey Point 6 & 7 of this filing. As
contemplated by the Rule, these P schedules provide the basis for determining
the reasonableness of FPL’s 2009 projections.

How is FPL providing an update to the original Uprate Project and
Turkey Point Unit 6 & 7 Project costs, respectively?

FPL has included the TOR (True up to Original) Schedules in Appendix I for
the Uprate Project and Appendix II for Turkey Point 6 & 7 of this filing. As
this is the first filing of projections under the Rule, the TOR schedules cannot
provide a comparison to originally filed project costs, but are necessary in
order to summarize the revenue requirements for the first recovery period
beginning 2009.

Please delineate the Nuclear Project Costs for which FPL is requesting a

prudence determination under the Rule.
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A.

FPL is requesting that the Commission determine that FPL’s actual 2006 and
2007 expenditures for the Uprate construction costs and Turkey Point 6&7

Site Selection and pre-construction costs were prudently incurred.

COST RECOVERY FOR THE UPRATE PROJECT

Q.

What are FPL’s actual/estimated Uprate Project costs for the period
January 2008 through December 2009 for which FPL is requesting
recovery?

FPL is requesting recovery of $20,494,432 in carrying charges for
construction costs for the Uprate project through the CCRC in 2009. This
amount is made up of carrying charges of $3,746,283 for the 2008

actual/estimated period and $16,748,149 projected for 2009.

As presented in Mr. Hale’s testimony and provided on Schedule AE-6 of
Appendix I, FPL’s actual/estimated Uprate Project expenditures for the period
January 2008 through December 2008 are $79,030,565. Schedule AE-6 of
Appendix I deducts the projected portion of this total for which the St. Lucie
Unit 2 participants may be responsible and then applies the retail jurisdictional
factor to the remainder. Although the St. Lucie participants are entitled to
elect participation in the uprate project as provided in the participation
agreement, that election has not yet been formally made. Should the
participants decline participation in the Uprate Project benefits, the Company

will reflect these changes in a later true-up filing. For actuals, adjustments
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are made to present the costs on a cash basis (i.e., excluding accruals and
pension and welfare benefit credits) for the calculation of carrying costs. This
adjustment is necessary in order to comply with the Commission’s current
practice regarding AFUDC accruals. After making these adjustments, the net
2008 uprate expenditures are $74,566,687. The calculation of the carrying

charges for these expenditures is provided on schedules AE-3.

Additionally, as presented in Mr. Hale’s testimony and provided on Schedule
P-6 of Appendix I, FPL’s projected Uprate Project expenditures for the period
January 2009 through December 2009 are $240,845,910. Schedule P-6 of
Appendix I deducts the portion of this total for which the St. Lucie Unit 2
participants may be responsible and then applies the retail jurisdictional factor
to the remainder. FPL did not project future noncash accruals. The amounts
of any such accruals are impractical to project accurately and will be trued-up,
with interest. After making those two adjustments, the net 2009 uprate
expenditures are $233,294,413. The calculation of the carrying charges for

these expenditures is provided on schedules P-3.

For the reasons stated in Mr. Hale’s testimony, FPL respectfully requests that
the Commission approve FPL’s projected 2009 Uprate Project expenditures as
reasonable for cost recovery consistent with the Rule beginning in January

2009.
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COST RECOVERY FOR TURKEY POINT 6 & 7

Q.

What are FPL’s Turkey Point 6 & 7 expenditures for 2006 and 2007 for
which FPL is requesting a determination of prudence?

As presented in Mr. Scroggs’ testimony and provided on Schedule AE-1 of
Appendix II, FPL’s actual pre-construction costs and associated carrying
charges are $2,543,239 for 2007. FPL is making adjustments to actuals to
present the costs on a cash basis (i.e., excluding accruals and pension and
welfare benefit credits) for the calculation of carrying costs.

For the reasons stated in Mr. Scroggs’ testimony, FPL respectfully requests
that the Commission approve these pre-construction costs and associated
carrying costs as prudent consistent with the Rule.

What are FPL’s actual/estimated Turkey Point 6 & 7 pre-construction
costs and associated carrying costs for the period January 2008 through
December 2009 for which FPL is requesting recovery?

FPL is requesting recovery of $228,137,689 in pre-construction costs and
associated carrying charges for Turkey Point 6 & 7 through the CCRC in
2009. This amount is made up of pre-construction costs of $104,561,783 and
carrying charges of $3,879,731 for the 2008 actual/estimated period and pre-
construction costs of $109,540,915 and carrying charges of $10,155,260

projected for 2009.

As presented in Mr. Scroggs’ testimony and provided on Schedule AE-6 of

Appendix II, FPL’s actual/estimated Turkey Point 6 & 7 pre-construction

10
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costs for the period January 2008 through December 2008 are $105,000,000.
The calculation of the carrying charges for these expenditures is provided on

schedules AE-2.

Additionally, as presented in Mr. Scroggs’ testimony and provided on
Schedule P-6 of Appendix II, FPL’s projected Turkey Point 6 & 7
expenditures for the period January 2009 through December 2009 are
$110,000,000. (The expenditures presented in the testimony of Steven
Scroggs found on AE-6 and P-6, are total project expenditures, which differ
from jurisdictional recoverable amounts described further herein.) The
calculation of the carrying charges for these expenditures is provided on

schedules P-2.

For the reasons stated in Mr. Scroggs’ testimony, FPL respectfully requests
that the Commission approve these expenditures as reasonable for cost

recovery consistent with the Rule.

PROPOSED COST RECOVERY APPROACH FOR SITE SELECTION

COSTS

Q.
A.

Does the Rule address recovery of Site Selection Costs?
Yes, section (4) states:
“Site Selection Costs. After the Commission has issued a final order granting

a determination of need for a power plant pursuant to Section 403.519, F.S., a

11
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utility may file a petition for a separate proceeding, to recover prudently

incurred site selection costs. This separate proceeding will be limited to only

those issues necessary for the determination of prudence and alternative
method for recovery of site selection costs of a power plant.”

What site selection costs were expended in 2006 and 2007?

As described in Mr. Scroggs' testimony, Schedule AE-6 of Appendix III

provides the 2006 and 2007 actual site selection costs of $6,424,121 million.

How does FPL propose to recover the site selection costs for the Turkey

Point 6 & 7 Project?

FPL proposes to recover the Turkey Point 6 & 7 site selection costs through

the 2009 CCRC as part of FPL’s approved NPPCR amount. FPL believes the

Turkey Point 6 & 7 site selection costs should be reviewed in this docket and

approved for recovery as part of the NPPCR amount that is to be included in

the CCRC for 2009 for the following reasons:

e The early stage of the project has involved both site selection and pre-
construction costs which have been managed consistently within the same
overall project development process. Therefore, although the Commission
rules afford the opportunity for a separate review and alternative methods
of recovery for site selection costs as opposed to preconstruction and
construction, this separation is arbitrary from the standpoint of project
development, project cost planning and controls and ultimately the
determination of prudence. Separation of the review of cost flows and

activities with two separate proceedings would only serve to impede and

12
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obscure comprehensive review of the early stage project activities and
costs.

This docket affords the earliest opportunity for review and approval of the
Turkey Point 6 & 7 site selection costs. Prompt review and approval of
the site selection costs is in FPL’s and its customers’ interests. It will
reduce the period of regulatory uncertainty as to recovery of those costs,
which is important as FPL embarks upon this lengthy, complex and costly
project. It will also minimize the period over which carrying charges will
accumulate on the site selection costs, resulting in a lower overall amount
to be recovered from customers than would be the case if recovery of the
costs were deferred to a later proceeding.

The NPPCR is the most appropriate vehicle for recovery of the Turkey
Point 6 & 7 site selection costs. Site selection is an integral part of that
project, and the NPPCR is the recognized mechanism for recovery of
nuclear project costs. If the site selection costs are included in the amount
that the Commission approves for recovery under the NPPCR, there will
be a well-defined mechanism for implementing that recovery (i.e., through
the CCRC). Otherwise, the Commission will have to address separately
the issue of how to implement recovery of the site selection costs, which
would result in duplication of effort and a potentially inconsistent recovery

approach.

13
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Consistent with accounting practices in the Commission’s existing adjustment
clause proceedings and with the treatment of pre-construction costs in
subsection (5)(a) of the Rule, FPL proposes to accrue and recover carrying
charges on the unrecovered balance of site selection costs until they are fully

recovered through the CCRC at the end of 2009.

ACCOUNTING CONTROLS

Q.

Please describe the accounting controls that FPL has in place to ensure

proper cost capture and reporting for the duration of these projects.

The Company relies on its comprehensive and overlapping controls for

incurring costs and recording transactions associated with any of its capital

projects including that of nuclear uprates and Turkey Point 6&7. These

comprehensive and overlapping controls include:

o FPL’s Accounting Policies and Procedures

¢ Financial systems and related controls including its general ledger and
construction asset tracking system (CATS)

o Sarbanes-Oxley processes and testing

* Annual budgeting and planning process and reporting and monitoring of
plan costs to actual costs incurred as discussed in the testimony of Steven
Scroggs and Stephen Hale.

Are these controls documented, assessed and audited and/or tested on an

ongoing basis?

14
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Yes. The FPL accounting policies and procedures are documented and
published on the Company’s internal web site, INFPL. In addition,
accounting management provides formal representation as to the continued
compliance with those policies and procedures each year. The Company’s
external auditors, Deloitte & Touche LLP conduct an annual assessment of the
Company’s internal controls over financial reporting.  Sarbanes-Oxley
processes are identified, documented, tested and maintained, including
specific processes for planning and executing capital work orders and
acquiring and developing fixed assets. Certain of those key financial
processes are tested during the Company’s annual test cycle. In addition,
Deloitte & Touche LLP, as a part of its annual external audit, will assess the
Company’s internal controls over financial reporting and express an opinion
as to the effectiveness of those controls. The audit procedures performed by
Deloitte & Touche LLP include tests of general computer controls and of
those policies and procedures that pertain to the maintenance of records that,
in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the Company.

Are there any additional controls being implemented and relied on for
this particular project and the related reporting?

Yes. First, the Company has issued specific guidelines for charging costs to
the project work orders. Those guidelines describe the need for particular care
in charging only incremental labor to these particular projects due to the

CCRC recovery approach and are intended to ensure careful attention to the

15
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incremental recovery guidelines during the duration of these projects. The
need for this care is most acute in the initial stages of the project as existing
resources are typically utilized until such time that the project requires a
greater complement of personnel resources specifically devoted to the project.
Secondly, the Company has initiated specific project related internal audits.
The initial review being performed is related to the Uprate Project. The
objective of this audit is to test the process of recording and capturing costs
related to the Uprate project in the pre established work orders to ensure
compliance with the Commission’s Rule. That audit has just begun and a
final audit report is expected in June, 2008. The audit of the Turkey Point

6&7 project will commence this summer and a final report is expected in fall

2008.

SUMMARY

Q. What is the total amount of nuclear project costs that FPL is requesting
to recover through the 2009 CCRC?

A. FPL is requesting to recover a total of $258,979,772 through the CCRC in

2009 for the Uprate Project and Turkey Point 6&7. This is made up of:
e For Turkey Point 6&7 $9,082,737 for 2006-2007 actual jurisdictional
costs ($6,397,310 for site selection, $2,522,692 for pre-construction
and $142,188 in carrying costs for site selection and $20,547 in

carrying costs for pre-construction for Turkey Point 6&7).

16
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$112,917,360 for 2008 actual/estimated jurisdictional costs
(5104,561,783 for pre-construction costs and $729,563 in carrying
costs for site selection and $3,879,731 in carrying costs for Turkey
Point 6&7, plus $3,746,283 in carrying costs for the Uprate Project).

$136,979,675 for 2009 projected jurisdictional costs ($109,540,915 for
pre-construction costs and $10,155,260 in carrying costs for pre-
construction and $535,351 of site selection carrying costs for Turkey

Point 6&7 plus $16,748,149 in carrying costs for the Uprate Project.

Does this conclude your testimony?

Yes.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

FLORIDA POWER & LIGHT COMPANY
DIRECT TESTIMONY OF STEPHEN T. HALE
DOCKET NO. 080009-EI

May 1, 2008

Please state your name and business address.

My name is Stephen T. Hale, and my business address is 700 Universe

Boulevard, Juno Beach, FL 33408.

By whom are you employed and what position do you hold?

I am employed by Florida Power & Light Company (FPL) as Engineering

Director in the Nuclear Division.

Have you previously filed testimony in this docket?

Yes.

Have you prepared or caused to be prepared under your direction,

supervision or control an exhibit in this preceding?

Yes, I am sponsoring the following exhibits:

STH-2, which consists of Appendix 1 containing the Nuclear Filing

Requirements Schedules (NFRs) for FPL’s power uprate project at the ‘

(.

St. Lucie and Turkey Point Nuclear Units (the “Uprate Project”). Page L

2 of Appendix 1 contains a table of contents listing the NFRs that are ,

sponsored by Ms.Qusdahl, Dr. Sim and me, respectively.

13615 KAY-13
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What is the purpose of your testimony?

My testimony presents and explains FPL’s 2008 actual/estimated and 2009
projected power uprate costs for the Turkey Point and St. Lucie nuclear power
plants to be included for recovery in FPL’s Capacity Cost Recovery Factors
for the period January 2009 through December 2009. My testimony also
presents the True-up to Original (TOR) Projections for the uprate project for

the years 2007 through 2012.

2008 ACTUAL/ESTIMATED AND 2009 PROJECTED PERIODS

Q.

What types of costs does FPL project to incur for the Uprate Project in
2008 and 2009?

Schedule AE-6 of Appendix 1 breaks the 2008 actual/estimated costs down
into the following categories: License Application $34,012,730; Engineering
and Design $7,665,628;, Permitting $1,694,907; Project Management
$12,966,855; Power Block Engineering, Procurement, etc. $22,534,388; and

Non-power Block Engineering, Procurement, etc. $156,057.

Schedule P-6 of Appendix 1 breaks the 2009 projected costs down into the
following categories: License Application $37,865,177; Engineering and
Design $9,064,184; Permitting $1,690,981; Project Management $13,164,445;
and Power Block Engineering, Procurement, etc. $179,061,123.

Please describe the activities in the License Application category and the

need for those activities.
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For the period ending December 31, 2008, License Application costs are
projected to be $34,012,730 as shown on Line 3 of Schedule AE-6 of
Appendix 1. For the period ending December 31, 2009, License Application
costs are projected to be $37,865,177 as shown on Line 3 of Schedule P-6 of
Appendix 1. These amounts consist primarily of contracted services used in
preparation of the license application. The contractors will be selected based
on their proven record of success with projects of this magnitude. The work
includes system and component safety analyses and evaluations in support of
the preparation of the License Amendments to be submitted to the Nuclear
Regulatory Commission (NRC). It is important that this work be completed in
2008 and 2009 because it is required to support the NRC licensing and overall
implementation schedule.

Please describe the activities in the Engineering and Design category and
the need for those activities.

The engineering and design activities continue in 2008 and 2009 in order to
support the overall uprate implementation schedule.

For the period ending December 31, 2008, Engineering & Design costs are

projected to be $7,665,628 as shown on Line 4 of Schedule AE-6 of Appendix

1.

For the period ending December 31, 2009, Engineering & Design costs are
projected to be $9,064,184 as shown on Line 4 of Schedule P-6 of Appendix
1. The amounts consist primarily of employee and contractor services for

owner oversight, review and approval of contracted engineering activities.
3
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The personnel will be selected based on their proven record of success with
projects of this magnitude. The amount also includes third party reviews of
key evaluations and decisions.

Please describe the activities in the Permitting category and the need for
those activities.

For the period ending December 31, 2008, Permitting costs are projected to be
$1,694,907 as shown on Line 5 of Schedule AE-6 of Appendix 1. For the
period ending December 31, 2009, Permitting costs are projected to be

$1,690,981 as shown on Line 5 of Schedule P-6 of Appendix 1.

These amounts consist primarily of work to be completed on site certification,
an essential step in the uprate approval process, and hence must be completed
promptly to maintain the overall implementation schedule. The remainder of
the amounts in the Permitting category are allocated to the community
outreach programs.

Please describe the activities in the Project Management category for the
2008 actual/estimated and 2009 projected periods and the need for those
activities to help ensure that the Uprate Project is completed on a
reasonable schedule and at a reasonable cost.

For the period ending December 31, 2008, Project Management costs are
projected to be $12,966,855 as shown on Line 6 of Schedule AE-6 of
Appendix 1. For the period ending December 31, 2009, Project Management

costs are projected to be $13,164,445 as shown on Line 6 of Schedule P-6 of
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Appendix 1. This category includes FPL employee and contractor services
including but not limited to, scope definition, cost estimates, contract
negotiations and project execution. These activities are needed to ensure
effective management of the uprate project consistent with FPL nuclear
project management policies and procedures as discussed earlier. Each of the
mentioned activities is an essential part of FPL’s project management process
that, when executed in accordance with FPL’s project management manual,
provides reasonable assurance on schedule and cost adherence. FPL employee
and contracted personnel involved have a proven record of success with
projects of this magnitude and their labor rates are competitive. Where FPL
has utilized FPL affiliate personnel, it has done so because those personnel
were available with immediately transferable expertise, and they provided an
appropriate interim solution to meet personnel needs.

Please describe the activities in the Power Block Engineering,
Procurement etc. category for the 2008 actual/estimated and 2009
projected periods and the need for those activities.

For the period ending December 31, 2008, Power Block Engineering and
Procurement costs are projected to be $22,534,388 as shown on Line 9 of
Schedule AE-6 of Appendix 1. For the period ending December 31, 2009,
Power Block Engineering and Procurement costs are projected to be
$179,061,123 as shown on Line 9 of Schedule P-6 of Appendix 1. This
amount consists primarily of engineering, material, fabrication, and

installation costs associated with uprate plant modifications.



10

11

12

13

15

16

17

18

19

20

21

22

23

Please describe the activities in the Non-Power Block Engineering,
Procurement etc. category for 2008 and the need for those activities.

For the period ending December 31, 2008, Non-Power Block Engineering and
Procurement costs are projected to be $156,057 as shown on Line 10 of
Schedule AE-6 of Appendix 1. This amount consists primarily of facilities for
engineering and project staff at site locations. There are no Non-Power Block
Engineering and Procurement costs for 2009.

Are the cost projections presented in your testimony reasonable?

Yes, they are. All of the 2008 actual/estimated and 2009 projected costs are
for activities that are necessary to the Uprate Project and are appropriately
undertaken in 2008 and 2009 in order to maintain the Uprate Project's
schedule.

Please describe the project management system FPL has used to ensure
that the 2008 actual/estimated and 2009 projected costs are reasonable.
FPL has continued to utilize the project management system described in my
March 3, 2008 testimony to ensure that the costs projected for those activities
are reasonable and necessary. In addition, the project begins with a budget
development process that collects input from internal and external subject
matter experts and benchmarks those costs to FPL’s experience in other
capital intensive power generation projects. The proposed budget was
independently reviewed by a senior management team from Shaw Stone and
Webster (SSW). SSW provided a summary report to FPL senior management.

In addition, the proposed budget was presented to the FPL corporate executive
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management for critical review prior to approval. Once constructed, the
project budget is continually managed to maintain overall project objectives
and milestones.  Periodic meetings are held with representatives of
contributing business units and principal contractors to identify upcoming
expenditures and ensure budgets are maintained or changes are identified and
approved in advance. Monthly business reports are generated, reviewed and
approved as a part of FPL’s overall project management practices. Variances
are noted and explained in senior level reporting documents. Finally,
Concentric Energy Advisors, Inc. has reviewed and evaluated the project
management and budgeting processes for the Uprate Project. FPL witness
John Reed of Concentric, testifies as an FPL witness concerning the results of

that evaluation.

TRUE-UP TO ORIGINAL PROJECTIONS

Have you prepared an update to the original uprate project costs?

Yes. Appendix 1 includes the TOR schedules that compare the current
projections to FPL’s originally filed St. Lucie and Turkey Point Project costs.
The TOR schedules provide information on the project costs through the end
of 2009. FPL has revised its non-binding cost estimate for the following: 1) to
remove AFUDC that was originally projected beyond 2009 but is unnecessary
now that FPL has approval to recover the Uprate Project costs through the
NPPCR,; and 2) to reflect reductions primarily related to reimbursement of the

share of costs for which the St. Lucie 2 participants are responsible. (While
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the participants have indicated informally that they intend to take their
respective shares of the Uprate Project output, they have not yet made a final
election. If the participants decide not to take their respective shares, FPL will
adjust these amounts to obtain recovery as part of the true-up including
interest). The Company continues to evaluate the costs associated with this
project. As activities are more clearly defined the Company will make any
necessary revisions to the original cost estimate. The TOR schedules provide
the best information currently available for the cost recovery period through
2009.

Does this conclude your testimony?

Yes, it does.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
FLORIDA POWER & LIGHT COMPANY
DIRECT TESTIMONY OF STEVEN D. SCROGGS
DOCKET NO. 080009-EI

MAY 1, 2008

Please state your name and business address.

My name is Steven D. Scroggs. My business address is 700 Universe
Boulevard, Juno Beach, Florida 33408.

By whom are you employed and what is your position?

I am employed by Florida Power & Light Company (FPL or the Company) as
Senior Director, Project Development. In this position I have responsibility
for the development of power generation projects to meet the needs of FPL’s
customers.

Please describe your duties and responsibilities with regard to the
development of new nuclear generation to meet FPL customer needs.
Commencing in the summer of 2006, I was assigned the responsibility for
leading the investigation into the potential of adding new nuclear generation
to FPL’s system, and the subsequent development of new nuclear generationf—-é

additions to FPL’s power generation fleet. I lead the development and;'i-'

permitting team for FPL’s Turkey Point Nuclear Units 6 and 7 (Turkey Point?._
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6& 7).
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Please describe your education and professional experience.

I graduated from the University of Missouri — Columbia in 1984 with a
Bachelor of Science Degree in Mechanical Engineering. From 1984 until
1994, I served in the United States Navy as a Nuclear Submarine Officer.
From 1994 to 1996, I was a research associate at The Pennsylvania State
University, where I earned a Masters Degree in Mechanical Engineering. I
provided consulting and management services to the power generation
industry through a number of positions until 2003, when I joined FPL as
Manager, Resource Assessment and Planning. In July 2006, I was assigned to
my current role as a Senior Director, Project Development.

What is the purpose of your testimony in this proceeding?

The purpose of my testimony is to provide an understanding of how the
Turkey Point 6 & 7 project is being developed, managed and controlled to
meet the objective of delivering reliable, cost-effective and fuel diverse
generation to FPL customers under the earliest practical deployment schedule.
Several key decisions have been made in recent months, and a number of
critical information gathering activities are planned over the next two years
that will lead to important decisions materially affecting the nature, cost and
pace of the project. My testimony will provide insight into how those
activities are managed and the issues affecting those decisions. I will describe
the projected expenditures for 2008 and 2009 that will allow FPL to produce
applications for the required licenses and permits and otherwise enable steps

necessary to maintain the project schedule.
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Please summarize your testimony.

My testimony begins by describing the progress FPL has made in identifying
the preferred technology. I then describe the approach taken by FPL for
developing the Turkey Point 6 & 7 project and introduce the project controls
and risk management processes for the project. My testimony then describes
the Site Selection costs incurred from April 2006 to October 16, 2007 (the
date of the Need Determination Filing, or “Need Filing”) and Pre-construction
costs that have been or are estimated to be incurred in the period from October
16, 2007 through December 31, 2009. Moreover, I will discuss the rationale
for these costs or projections and how expenditures will be managed going
forward to meet the project objectives.

Have you prepared or caused to be prepared under your direction,
supervision or control any exhibits in this preceding?

Yes, I am sponsoring the following exhibits:

SDS-1, which consists of Appendix II containing the Nuclear Filing
Requirements Schedules (NFRs) for Turkey Point 6 & 7 Pre-Construction
costs. Page 2 of Appendix II contains a table of contents listing the NFRs that
are sponsored by me, Ms. Kim Ousdahl, and Dr. Steve Sim, respectively.
SDS-2, which consists of Appendix III containing the NFRs that provide the
Site Selection costs for Turkey Point 6 & 7 Project. Page 2 of Appendix III
contains a table of contents listing the NFRs that are sponsored by me and Ms.

Kim Ousdahl, respectively.
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SDS-3, which consists of two reports by MPR Associates, Inc. that review and
assess the technology selection process employed by FPL.

SD§-4, which consists of the Engineering Evaluation conducted to evaluate
the technical aspects of candidate nuclear design technologies considered for

Turkey Point 6 & 7.

TECHNOLOGY

What reactor technology/design decisions has FPL made regarding
Turkey Point 6 & 7?

FPL has identified the Westinghouse AP1000 design as our preferred
technology. The AP1000 technology provides for a nominal net output of
1,100 MW for each of the two units planned, resulting in a total project
capacity of 2,200 MW. The AP1000 technology has achieved design
certification from the Nuclear Regulatory Commission (“NRC”) and employs
a proven pressurized water reactor design with an improved passive safety
system.

Why is it important FPL identify a preferred technology at this stage of
the Turkey Point 6 & 7 project?

FPL is currently in the Licensing phase of the project. Applications are being
prepared for submission to state and federal authorities to obtain the approvals
for the project. Those applications require detailed information related to the
specific technology FPL will use for Turkey Point 6 & 7. In order to maintain

the earliest practical deployment schedule, while balancing cost and risk, FPL
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must identify a preferred technology now as a basis for its applications and
licenses.

What was the process by which FPL arrived at its decision?

The process involved a technical evaluation, followed by a review of
commercial and project execution aspects. The Engineering Evaluation,
provided as exhibit SDS-4, was conducted by a team of FPL engineers using
accepted industry practices for the collection, rating and evaluation of
technical design information. The process resulted in a ranking of designs,
where the Westinghouse AP1000 and GE ESBWR technologies were the top
two of five considered. Additionally, FPL’s participation in the NuStart
Consortium (“NuStart””) was also considered. As a member of NuStart, FPL
will have access to information and documentation that will likely reduce the

costs and risks associated with licensing and constructing the AP1000

technology.

Three principal commercial issues were considered in the choice of the
AP1000. The first two issues are the estimated capital cost of the total
construction project and the ability of the vendor to contribute to managing
cost and schedule risk throughout the project. Westinghouse has successfully
achieved design certification and, in partnership with Shaw Group, has been
selected as the technology for many new nuclear projects currently under
consideration in the U.S. These two facts provide an advantage to

Westinghouse/Shaw as they establish the engineering and supply chain
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partners necessary to execute future projects. This position also provides
significant confidence the AP1000 technology offers FPL the opportunity to
leverage information developed by other projects to manage cost and schedule

risk as Turkey Point 6 & 7 proceeds.

The last issue is the execution capability of the Technology Vendor, Engineer
and Constructor team that would be assembled to implement the Turkey Point
6 & 7 project. FPL, in discussions with Westinghouse/Shaw, has developed a
strategy that will result in selection of the most capable provider to conduct
specific portions of the project and to be able to make those selections as the
project proceeds. For example, instead of entering into an all-encompassing
Engineering, Procurement and Construction contract at the beginning of the
project, FPL will work with Westinghouse/Shaw to develop a contract limited
to Engineering and Procurement or “EP.” The EP contract would define the
scope of project management, engineering and procurement services that are
required from an outside vendor to maintain the project schedule, leaving the
contractual arrangements for the construction component to be defined at a
later time. This approach is expected to provide several advantages applicable
to new nuclear construction. By completing the engineering efforts a better
definition of the scope of construction work will be developed, allowing a
more informed bid for construction services. Additionally, the project will
benefit from information and competition that will emerge in the next several

years that can be incorporated into FPL’s approach. FPL views this
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contracting approach as a conservative means to engender competition for
project services and has employed this approach successfully in its
Engineering and Construction program over the past ten years.

Has FPL made an irreversible commitment to the AP1000 technology?
No. However, a change of preferred technologies at this stage would create a
cost and schedule impact to the Turkey Point 6 & 7 project. If FPL were to
recommend a change, it would be based on an assessment that the benefits of
doing so outweigh the incremental costs and schedule delays. Obviously, this
situation could be presented regardless of which technology was chosen. For
the reasons stated above, FPL is confident that the need to change the
preferred technology at some future point is unlikely and is less likely with the
choice of the AP1000 than with other technologies.

What processes were employed by FPL to monitor its decision process
and evaluate the process?

FPL engaged MPR Associates, Inc. (MPR) a well known independent
engineering firm with over 40 years of experience in the commercial nuclear
power industry. MPR was directed to review FPL’s technology selection
process and recommend areas where the process could be made more robust.
Reviews were conducted at interim points throughout the process, allowing
for feedback to be incorporated and the selection process to be improved.
MPR provided two reports documenting its conclusions that are included as
Exhibit SDS-3 to this direct testimony. MPR concluded “the FPL assessments

and considerations are appropriate and support the decisions to date”.
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PROJECT APPROACH

What is FPL’s overall approach to developing Turkey Point 6 & 7?

FPL intends to pursue the timely development of Turkey Point 6 & 7 through
a deliberate, stepwise decision making process. This involves monitoring the
issues affecting the pace and feasibility of the Turkey Point 6 & 7 project. In
the event feasibility is in question, or delays present risk to timely execution,
FPL would have the option of slowing the project down or taking an “off
ramp” where the project expenditures would be halted. In short, FPL will
work to achieve the earliest practical deployment schedule, while monitop’ng
the project feasibility and key decision points.

Please expand on the concept of “off-ramps” and how the pace of the
Turkey Point 6 & 7 project is determined based on the assessment of
risks.

The project team is managing a host of issues at local, state and federal levels
and across technical, commercial and regulatory areas of concern. As these
issues incorporated into the project plan the impact on cost, schedule and
resources will be assessed. If that assessment indicates there will be a
considerable cost or schedule impact, mitigation actions are identified that
may help manage or reduce the impact. If the magnitude of the impact is such
that the cost or schedule impact materially changes the feasibility of the
project or significantly increases risk, a decision could be made. The options

would be to continue with modifying budget and schedule as needed and
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taking available mitigation actions, or halt the project temporarily while the
impact issue is further assessed or resolved. This allows the pace of the
project to be controlled based on the best information available. The option of
slowing or halting the project in response to significant events, although it
would postpone delivery of Turkey Point 6 & 7’s benefits, offers a high level
of exposure control for FPL and its customers. Such decisions would also
need to address how FPL system capacity and reliability needs would be
satisfied if delivery were to be delayed.

How is the management of the Turkey Point 6 & 7 project structured and
how does this structure assist in maintaining a risk management focus?
The management structure relies on a working combination of two key
groups: Project Development and New Nuclear Projects. The organization of
the project into these two key groups helps maintain a consistent management
and reporting structure, while allowing the project the flexibility to grow and
adapt over time. Project Development, which I lead, has the overall
responsibility for the management and organization of the project, utilizing
matrix relationships with key business umits in the company to provide
essential support. For example, legal services and environmental services are
provided by those business units through dedicated personnel. The Project
Development team is focused on overall project management, state regulatory

and all non-NRC licenses and approvals.
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FPL established the New Nuclear Project team within the Engineering,
Construction and Corporate Services group to manage the complex and
specialized nature of the Combined Operating License Application (COLA)
process and the engineering, procurement and construction activities. This
team is managed by Martin Gettler, Vice President of New Nuclear Projects.
The New Nuclear Project team has direct responsibility for the development
of the COLA and manages the engineering, procurement, site preparation and
construction aspects of the project.

How does FPL intend to contract for services associated with the Turkey
Point 6 & 7 project?

FPL utilizes proven corporate processes to solicit, qualify, negotiate, select
and manage service providers for capital projects such as Turkey Point 6 & 7.
Leveraging our many years of successful power project development and
construction, FPL approaches the process with an understanding of the key
players in each specialty field. =~ Where it is appropriate to assign a
comprehensive scope to a specific contractor, FPL clearly specifies the
deliverables, budget and schedule and then monitors the contractors’ progress
closely to obtain compliance. Often it is more efficient to divide the scope
among multiple contractors to obtain an appropriate level of competition and
maintain the “best athlete” approach of assigning appropriate scope to the
most capable provider. In such cases FPL acts as the overall coordinator of

the function to obtain integration of the various sub-portions of the work.

10
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PROCESS AND RISK MANAGEMENT

What process and risk management tools does FPL apply to obtain cost,
risk and schedule objectives?

FPL uses industry accepted project controls, systems and practices to obtain a
high level of fidelity in the expenditures incurred and projected for all
projects. The primary means of control are 1) the project budgeting and
reporting process, 2) project schedule and activity reporting processes, 3) the
contract management process for external service providers, and 4) internal
and external oversight processes.

Please describe the budgeting and reporting processes for the Turkey
Point 6 & 7 project.

The project begins with a budget development process that collects input from
internal and external subject matter experts and benchmarks those costs to
FPL’s experience in other capital intensive power generation projects. Once
constructed, the project budget is managed to maintain overall project
objectives and milestones. Regular meetings are held with representatives of
all contributing business units to identify upcoming expenditures, maintain
budgets and identify changes. Monthly business reports are generated,
reviewed and approved as a part of FPL’s overall project management

practices. Variances are noted and explained.

Due to the size, complexity, duration and unique nature of the Turkey Point 6

& 7 project, the budget was developed in stages and is refined as additional

11
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information is obtained. The initial project budget, developed in 2006,
focused on project licensing and permitting activities to support the local, state
and federal permit applications through 2012. Costs associated with
engineering, design and long lead procurement were being investigated at that
time. In 2007, FPL completed its non-binding cost estimate range provided in
the Need filing. This estimate provided a cost estimate range for all phases of
the project through completion of construction. In late 2007 and early 2008,
FPL conducted an additional review and refinement of near term cost
estimates in all areas through 2009 in support of this filing. This routine
process of review and refinement will continue throughout the project.

Please describe the project schedule and activity reporting processes for
the Turkey Point 6 & 7 project.

FPL project management teams establish reporting processes, both intemnal
and external to the project team, to track and communicate status. These
processes may be periodic reports or scheduled meetings. Internal reporting
mechanisms focus on work execution, issue identification and resolution. An
example of an internal reporting process is the routine production of a six
week look-ahead schedule monitoring the development of the COLA. This
schedule is used in periodic meetings by the FPL project team and all
contractors to determine work organization and coordination. The process

allows for management of the process and allocation of resources to maintain

schedule.
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Reports external to the project team allow for project activities to be
summarized and communicated. For example, periodic reports are provided
to Miami-Dade County regarding compliance with conditions of approval
associated with site zoning.

Please describe the contract management processes for the Turkey Point
6 & 7 project.

FPL’s Integrated Supply Chain team provides procurement and contract
management support services to the project to apply and monitor corporate
policies. Contractual arrangements are supported by detailed scope of work
descriptions and specific terms and conditions that define the content and
schedule of products and services needed by the project. Daily contract
oversight is provided by the initiating business unit, such as Environmental or
New Nuclear Projects. These managers are responsible to review the
contracted products or services satisfy the agreements and meet FPL’s quality
and documentation requirements. Supporting and executing these project
controls programs are an experienced team of personnel with a record of
success with large licensing and construction projects.

Please describe the internal and external oversight processes for Turkey
Point 6 & 7.

FPL conducts a number of self-auditing functions throughout the course of
each business year. Projects are audited for general financial and accounting
practices, tax related issues and regulatory obligations such as Sarbanes-Oxley

compliance. Additionally, project management may request specific reviews
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by third party subject matter experts to validate FPL processes and obtain
additional perspectives to be applied to critical project decisions. An example
of this is the engagement of MPR to review our technology selection process.
How is the effectiveness of these tools reviewed over time?

Effectiveness measures are included within some mechanisms and provided
by external review processes for all. As an example, the Engineering &
Construction Division Project Dashboard presents issues and the current
trends for those issues. Over time, if a problematic issue continues to trend
down or remains neutral, the effectiveness of the project management controls
are investigated to determine if modifications are needed to affect
improvement. Effectiveness of project control processes is also reviewed as a

part of the higher level organization reviews and audits, described above.

PROJECT SCHEDULE

How does the current project schedule compare to the Milestone
Schedule provided as Exhibit SDS-5 to your testimony in FPL’s Need
Determination Filing?

The current project schedule for Turkey Point 6 & 7 is unchanged from the
Milestone Schedule.

What planning activities were undertaken related to the licensing and
preparation phases of the Turkey Point 6 & 7 project, and what were the

results of those activities?
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One of the first tasks conducted was the development of a comprehensive
COLA schedule. This is the primary driver of the 2008 and early 2009 project
schedule. With the COLA schedule established and underway, the schedule
for development of the other licenses and permits began and are currently
being completed. Likewise, other supporting activities such as conceptual
engineering were defined and are being pursued. Procurement of these

services is currently underway.

SITE SELECTION ACTIVITIES

What costs has FPL incurred for Turkey Point 6 & 7 that would be
classified as Site Selection costs in accordance with the Nuclear Power
Plant Cost Recovery Rule (NPPCR Rule, FAC 25-6.0423)?

Schedule AE-6 of Appendix III provides a summary of Site Selection costs
totaling $6,424,121.

What period of time was covered by the Site Selection costs, and what
major activities were undertaken during that period?

The project accounts were established in April 2006 and the Site Selection
period ended with the submittal of the Need Filing on October 16, 2007.
During the summer of 2006, a core project team was formed and several key
investigations were initiated. Primary among these early studies were the Site
Analysis Study and the Engineering Review of candidate technologies.
Project planning activities also addressed major issues, such as transmission

integration, project organization, project schedule and budget. At the end of
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2006, the Site Analysis Study, combined with site specific investigations,
identified the Turkey Point site as the location for the project. In 2007 the
project team pursued the development and defense of the Public Hearing
Application in Miami-Dade County, continued iﬁvestigations of design
alternatives, project issues and the Need Determination filing.

Please describe the major cost categories for the Site Selection costs.

The major cost categories of Site Selection costs included project Staffing,
Engineering, environmental licensing and legal expenditures. Project Staffing
included project management and controls and support from matrix
organizations such as Environmental, Power Supply, Marketing and
Communications, Nuclear Engineering, and Legal. Engineering was provided
to support technical activities associated with the engineering review of
candidate technologies, site investigations and the establishment of schedule
and processes that would eventually form the current New Nuclear Projects
team. Environmental licensing encompassed the studies, investigations and
preparation of the Public Hearing Application in Miami-Dade County that
resulted in the necessary zoning approvals supporting the project. Legal
services were primarily associated with the development and review of the
Public Hearing Application. The following summarizes the Site Selection

expenditures by major cost category.
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Category Total

Project Staffing $1,068,856
Engineering $3,351,744
Environmental $1,220,290
Legal § 783,231
TOTAL $6,424,121

PRE-CONSTRUCTION ACTIVITIES
What costs has FPL included in this filing for Turkey Point 6&7 Pre-

Construction activities?

FPL has actual 2007, actual/estimated 2008 and projected 2009 Pre-
Construction costs for Turkey Point 6 & 7. Schedule AE-6 of Appendix II
presents the 2007 actual and 2008 actual/estimated costs in the following
categories: Licensing ($48,039,775); Permitting ($2,833,949); Engineering &
Design ($7,910,661); Long Lead Procurement ($45,860,960) and Power

Block Engineering and Procurement ($2,887,920).

Schedule P-6 of Appendix II breaks the 2009 projected costs down into the
following categories: Licensing ($26,668,968); Permitting ($2,422,095),
Engineering & Design ($10,121,791); and Power Block Engineering &

Procurement (370,787,145).
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Please describe the activities for the Licensing category, the need for
those activities and the process used to develop estimates for 2008 and
2009 expenditures.

For the period ended December 31, 2007, Licensing costs are $2,017,181 as
shown on Line 4 of Schedule AE-6 of Appendix II. For the period ending
December 31, 2008, Licensing costs are projected to be $46,022,594 as shown
on Line 3 of Schedule AE-6 of Appendix II. For the period ending December
31, 2009, Licensing costs are projected to be $26,668,968 as shown on Line 3

of Schedule P-6 of Appendix II.

These Licensing costs consist primarily of employee and contractor labor and
consulting services necessary to develop the various license and permit
applications required by the Turkey Point 6 & 7 project. The federal COLA
requires the majority of expenditures, followed by the Site Certification
Application, Army Corps of Engineers permits and delegated programs such
as Air and Underground Injection Control. These permit and license
applications contain project specific information, assessments and studies that
are required by various regulatory authorities to support the reviews leading to
decisions on the technical, environmental and social acceptability of the
project. Some activities are common between applications, and therefore
offer opportunities to coordinate efforts and manage costs. However each
application analyzes each issue from a unique perspective and may reqﬁire

differing levels of detail.
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The COLA development costs were estimated based on the Bechtel proposal,
obtained through a Request for Proposals process. The proposal was reviewed
to verify the scope adequately described the activities necessary and that
reasonable labor rates and resource costs were utilized. Other licensing and
permitting costs were developed in accordance with FPL’s budget and
accounting guidelines and policies. Further, these cost estimates were
compared to FPL’s recent extensive experience with the development and

permitting of new generation projects in Florida and found to be reasonable.

FPL, as a member of the NuStart Consortium, pays annual membership fees
of $1 million. These costs are necessary to obtain the benefits of membership

that are specifically relevant to the Westinghouse AP1000 design.

Please describe the activities in the Permitting category, the need for
those activities and the process used to develop estimates for 2008 and
2009 expenditures.

For the period ending December 31, 2007, Permitting costs are $516,084 as
shown on Line 4 of Schedule AE-6 of Appendix II. For the period ending
December 31, 2008, Permitting costs are projected to be $2,317,865 as shown
on Line 4 of Schedule AE-6 of Appendix II. For the period ending December
31, 2009, Permitting costs are projected to be $2,422,095 as shown on Line 4

of Schedule P-6 of Appendix II.
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Permitting fees consist of expenditures for Project Development management
and public outreach/education. Additionally, there are legal support costs not
specifically associated with the federal or state licensing and permit activities
included in Permitting costs. These costs are necessary for the effective
management and execution of the project. Outreach is a vital process to
inform stakeholders of the project and educate the public with regard to the
many processes where they can be involved. The outreach activity involves
hosting informational events and providing information on the project through
a variety of media platforms. FPL has found that a pro-active outreach
approach facilitates a sharing of concerns and perspectives improving the
overall project. Legal support expenditures are necessary to support the
timely preparation, submission, and review of issues associated with the

project at the local, state and federal agency levels.

The estimates for Permitting costs were completed in accordance with FPL’s
budget and accounting guidelines and policies. The costs were compared to
other costs being incurred by the company for similar activities and found to
be reasonable.

Please describe the activities in the Engineering & Design category, the
need for those activities and the process used to develop estimates for

2008 and 2009 expenditures.
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The Engineering & Design activities performed in 2008 and 2009 are required
to support the overall Turkey Point 6&7 schedule. For the period ending
December 31, 2008, Engineering & Design costs are projected to be
$7,910,661 as shown on Line 5 of Schedule AE-6 of Appendix II. For the
period ending December 31, 2009, Engineering & Design costs are projected
to be $10,121,791 as shown on Line 5 of Schedule P-6 of Appendix II. These
expenditures consist primarily of anticipated payments to qualified
engineering firms supporting preliminary engineering and detailed site
specific design of the project. The contract(s) supporting this scope of work

are currently being developed through a Request for Proposal process.

Conceptual level engineering and design services are necessary to define the
project to the level of detail necessary to support the content requirements of
the license and permit applications. The activities will include site layout,
balance of plant design, and integration with existing site utilities and new
infrastructure services required by the project. These include water supply,
wastewater, transmission and support facilities. Additionally, detailed
engineering and design services will provide the basis for construction

planning and procurement activities that will begin in 2009 and 2010.
The estimates for these costs were completed in accordance with FPL’s

budget and accounting guidelines and policies. The costs were compared to

other costs being incurred by the company in similar activities and found to be
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reasonable. Where contracted, rate sheets are provided by the contractor and
reviewed to verify rates being charged are consistent with FPL experience in
the broader industry.

Please describe the activities in the Long Lead Procurement category for
the 2008 actual/estimated and 2009 projected periods, the need for those
activities and the process used to develop estimates for these
expenditures.

For the period ending December 31, 2008, Long Lead Procurement costs are
projected to be $45,860,960 as shown on Line 6 of Schedule AE-6 of
Appendix II. This amount consists of two components: an estimated
$10,860,960 payment by June 2008 to Westinghouse for a forging reservation
fee and an estimate for three potential long lead procurement payments in
October, November and December of 2008 with a curulative value of $35
million. Costs for long lead procurement items in future years are anticipated
to be a part of the Engineering and Procurement contract payments and are
included as part of the Power Block Engineering and Procurement cost line

item for 2009,

The Reservation Agreement for the $10,860,960 forging reservation fee is
currently under negotiation. The specific terms and payments are expected to
be finalized by June 2008. The fee provides for reservation of the
manufacturing capacity necessary to produce 23 specific forgings for each of

two AP1000 units, or 46 forgings in total. The reservation slots are made
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based on a fabrication schedule that supports Unit 6 commercial operation in
mid-2018 and Unit 7 commercial operation in mid-2020. It is necessary to
secure the manufacturing space for the forgings at this time based on
competition for the limited manufacturing capacity for these forgings and the

pending queue of international heavy industrial projects.

The additional $35 million of funds estimated for long lead procurement in
2008 is based on the anticipated need to respond to dynamic market
conditions that may require early purchase of components or materials that
have supply system constraints or are in high demand. This would include
procurement of Reactor Coolant Pump components and specialty metal such
as containment vessel steel or stainless steel tubing. If it turns out not to be
necessary to procure these materials in 2008, the procurement will be deferred
to 2009 or later, and become a part of the larger Engineering and Procurement

contract being negotiated with Westinghouse/Shaw.

The estimates for these Long Lead Procurement costs were completed in
accordance with FPL’s budget and accounting guidelines and policies. The
estimates rely on information from Westinghouse/Shaw due to the unique
features, limited market and early stage nature of these procurement activities.
The costs have been compared to other costs being incurred by the company

in similar activities and available comparable market information and found to

be reasonable.
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Please describe the activities in the Power Block Engineering and
Procurement category for the 2008 actual/estimated and 2009 projected
periods, the need for those activities and the process used to develop
estimates for these expenditures.

For the period ending December 31, 2008, Power Block Engineering and
Procurement costs are projected to be $2,887,920 as shown on Line 7 of
Schedule AE-6 of Appendix II. This amount consists primarily of anticipated
payments to Westinghouse/Shaw necessary to support the development of site
specific adaptations of the standard AP1000 plant technology needed for the
license and permit applications. Additionall