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PROCEEDINGS

(Transcript follows in sequence from
Volume 2.)

CHAIRMAN CARTER: We are on the record. We'll
call this hearing to order, and we'll start at the
beginning. We've already had the staff read the notice,
and you read the notice for both cases when you did
that; correct?

MS. BENNETT: Yes, Chairman.

CHAIRMAN CARTER: And we've completed phase 1,
so as we go to part 2 of our case -- let me get my notes
here. We'll begin -- I think we've done everything up
to the opening statements for this case; is that
correct?

MS. BENNETT: That's correct. We would be
hearing opening statements from FPL and the other
parties.

CHAIRMAN CARTER: Okay. Well, let's get
going.

Mr. Anderson, you're recognized, sir.

MR. ANDERSON: Before we begin, we have two
more witnesses who could be sworn if you want to do
that, if that streamlines things.

CHAIRMAN CARTER: Brilliant. Outstanding.

Will the witnesses please stand.

FLORIDA PUBLIC SERVICE COMMISSION
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I only see one.

MR. ANDERSON: Okay. Did everybody else --

CHAIRMAN CARTER: Have we lost one?

MR. ANDERSON: We're good.

(Witness sworn.)

CHAIRMAN CARTER: Mr. Anderson, you're
recognized.

MR. ANDERSON: Thank you, Chairman Carter.

Good afternoon, Chairman and Commissioners.
FPL appreciates the opportunity to appear before you
today in this first nuclear cost recovery rule
proceeding for FPL's Turkey Point 6 and 7 and nuclear
uprate projects.

Let's recall the scope and expected benefits
of those projects for FPL's customers. FPL's Turkey
Point 6 and 7 project is expected to provide two new
nuclear generating units on existing company property.
These units will provide large amounts of base load
generation with zero greenhouse gas emissions without
using fossil fuel. FPL expects that the project will
save customers more than $1 billion per year in fuel
costs when the units are in operation.

FPL's updated feasibility analyses, which are
before you today -- Dr. Sim will tell you about those --

confirm these or even greater economic benefits for
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FPL's customers, and improved benefits for from the
uprates as well. FPL's director of this project, Steve
Scroggs, is here today, and he's here to answer your
questions about any aspect of the Turkey Point 6 and 7
project.

Let's think about the uprate projects for a
moment. Those projects will add more than 400 megawatts
of new nuclear capacity to existing units. They'll come
online in 2011 and 2012. They're going to deliver
round-the-clock, zero-emission capacity and energy,
again without using fossil fuel. These uprates will
also provide major fuel cost savings for customers, and
the updated economics show at least another $100 million
cumulative present value revenue requirement benefit to
customers in the update before you today. We have the
director of FPL's uprate projects, Bill Labbe, here to
answer any questions you have about the project.

With the projects in mind, let's focus on the
issues before us for consideration. These projects are
structured like other clause proceedings, in the sense
that prior year actuals get filed in March, current year
actual/estimated and projected costs in May.

For Turkey Point 6 and 7, of course, all of us
were working together on the need determination case,

and the order didn't come out until March. That's why
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the first Turkey Point 6 and 7 filings were in May and
why we're really in the position of reasonableness
determinations for the new nuclear plants, which is
different than uprates, because you approved those last
December. The order came out in January. You've got
the March filing with 2007 actuals. You've got the
2008-2009 projections of things. So this case is ripe
for a prudence determination for the 2007 uprate costs.

I would like to call the Commission's
attention to a recent change to our 2008
actual/estimated costs. 1It's set forth in the revised
prehearing order now. It will be explained by FPL's
director of the Turkey Point 6 and 7 project,

Mr. Scroggs, also mentioned by our controller, Kim
Ousdahl.

FPL follows a very deliberate, step-by-step
approach to project development and risk management.
The company recently determined that at this time, it's
not necessary to incur certain long lead procurement
costs during the fourth quarter of 2008. FPL has
therefore reduced its 2008 actual/estimated costs and
decreased by 14 percent the total amount sought by FPL
for 2009 recovery. This amounts to a 35 million nominal
reduction. When carrying costs are added in, it reduces

the amount requested from about 258 million to about
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221 million.

Turning to the uprate projects, in this case,
FPL is seeking a prudence determination concerning its
approximate $8.6 million in 2007 actual costs. About
8.2 million of that is FPSC jurisdictional. We're also
seeking reasonableness determinations for '08 and '09
costs for this, and the new nuclear plants, of course,
as well.

I want to talk a little bit about where that
uprate work went and what those dollars were spent for
in looking forward to providing service to our
customers. In 2007, FPL focused on nuclear engineering
and design that must be performed in order to submit
these projects on schedule to the Nuclear Regulatory
Commission. They have to do their safety review. They
have to do their license amendments of our plant
licenses, and meeting this NRC filing is essential for
the company to be able to complete the uprates during
scheduled refueling outages. Those are the slots we're
looking at down the road to do the work, not special
outages, regular scheduled outages at FPL's nuclear
stations during 2011 and 2012.

You'll hear that the evidence in this case
shows that FPL hired uniquely qualified vendors for this

limited scope of engineering and design work in 2007.
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OPC has submitted some criticisms that FPL entered into
these contracts without competitive bidding.

To be clear, single and sole source contracts
are an important and useful tool for nuclear projects
and are expressly provided for under FPL's procurement
procedures. For nuclear plant work, there are few
qualified vendors generally, sometimes only one
qualified vendor at all. This is because not just any
company is qualified to do work on a nuclear plant.
It's especially true when we're speaking of nuclear
safety related work, such as fuel design, safety
analyses for reactor internals, that type of thing, all
of which was done during 2007 by these vendors.

That said, FPL competitively bids work
wherever it reasonably can. For the uprate projects,
the large majority of costs ultimately are expected to
be competitively bid, probably more than a billion
dollars of those costs.

For the essential uprate nuclear steam supply
engineering and design work during 2007, you'll be
hearing about work done by Westinghouse Electric Company
and the Areva company. These are some of the contracts
criticized by OPC. You'll hear that these companies
were uniquely qualified to do this work. Concerning

design information, it's design information which only
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they own. Only they have the right to use the design
information. It's work they've successfully performed
before for FPL and others in the nuclear industry.

By the same example, FPL's use of Shaw Stone &
Webster makes perfect sense as a good use of single or
sole source contracting. Shaw Stone & Webster has
performed engineering and design and other work on 46
prior nuclear uprate projects in the United States,
including at FPL's plants. This is a vendor we know
very well. TIt's the right vendor selection at the right
price. Our witnesses, Mr. Labbe and Mr. Reed, will
speak to these points.

In addition, there are similar solid business
reasons for where we used single and sole source
contracting for Turkey Point 6 and 7. Our witnesses,
Mr. Scroggs and Mr. Reed, will speak to those points.

It's worth remembering that your Commission
staff spent a great deal of effort this year performing
detailed management audits which reviewed FPL's
management and accounting practices in place for Turkey
Point 6 and 7 and the uprate projects. Among many other
positive findings, the staff audit found that FPL's
practices and procedures are reasonable and confirmed
that these practices were followed for the single and

sole source procurements.
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This proceeding provides the Commission, the
parties, and the public a window into FPL's uprate and
new nuclear projects. It's a different way of doing
regulation a little bit. A great deal of information
has been provided to staff and the parties. FPL looks
forward to further enhancing public understanding and
Commission understanding and that of the parties about
these important projects. Our goal is that the
Commission, the parties, and our customers have comfort
and confidence that these major projects undertaken to
provide clean, zero-emitting base load electric
generation for FPL customers are being managed in a
cost-effective and safe way.

In conclusion, FPL requests that the
Commission's order in this proceeding enter prudence and
reasonableness findings, as stated in FPL's positions in
the prehearing order, and approve FPL's requested 2009
nuclear cost recovery.

Thank you.

CHAIRMAN CARTER: Thank you, Mr. Anderson.
Mr. McWhirter?

MR. McWHIRTER: No comments, sir.

CHAIRMAN CARTER: Mr. Twomey.

MR. TWOMEY: No, sir.

CHAIRMAN CARTER: Mr. McGlothlin.
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MR. McGLOTHLIN: Joe McGlothlin for the Office
of Public Counsel.

Commissioners, as I was thinking about what
the Commission and the parties are about today, it
occurred to me that this proceeding probably satisfies
the definition of test case better than any other
proceeding in recent memory. Consider that, like many
other cases that come before you, this case involves
requests by utilities for authority to collect hundreds
of millions of dollars from customers, and you certainly
have the traditional role of reviewing those requests
and making a decision.

But this is also an instance in which we are
implementing the nuclear cost recovery rule for the
first time. It's a proceeding in which the so-called
Nuclear Filing Requirements, the NFRs, are being tested
for adequacy for the first time. And another novel
feature of this proceeding, soon to be no longer novel,
but it is in this case, is that you're called on to
review the beginnings of a nuclear project as opposed to
being called on to review a plant that's about to enter
commercial service. All these aspects make this case
very different from most that come before you.

In the evidence you're about to hear, you will

learn that our office has initiated issues and pursued
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issues that are related to each of those aspects that I
enumerated. With respect to money, we have identified
an issue that pertains to Florida Power & Company which
in our view does warrant consideration of an adjustment
to the company's request. With respect to the
application of the new rule, we initiated and pursued
with parties our view as to the proper limits that
should be imposed on the application of the rule as it
relates to uprate projects so that non-uprate project
costs will not be borne through the cost recovery rule.

With respect to the Nuclear Filing
Requirements, which have been the product of basically
an informal collaboration to this point, we have
recommended an addition to those requirements which will
enable the utilities to understand what's expected of
them next year and will give the Commission and parties
more information up front when we go through this
exercise in the next cycle.

Our witness with respect to all these
contentions is Dr. William Jacobs. As you heard, he
holds a Ph.D. in nuclear engineering and has worked on
projects at numerous nuclear power plants across the
country and across the globe. He will testify on three
issues, and the first is common to both Progress Energy

and Florida Power & Light. And you've heard something
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about it before, but I think I will summarize it very
briefly here.

Dr. Jacobs -- and it's also specific to uprate
projects. Dr. Jacobs will testify that a utility should
be made to perform and show an analysis designed to
differentiate between those costs that are incurred and
are essential to an uprate project on the one hand and
those costs that do not qualify for the clause because
they are in the nature of operation and maintenance
costs that the utility would incur to maintain service
from its unit even in the absence of an uprate project.

As it develops, we have learned that Florida
Power & Light Company and Progress Energy Corporation do
not disagree with our view of the scope of the rule, and
that has led to something of a workout that you've heard
about already with respect to the agreement to develop
an additional Nuclear Filing Requirement specific to the
type of analysis that will be required of the utilities
in the next cycle.

Dr. Jacobs will also testify that while
Florida Power & Light Company's management processes
appropriately stress the desirability of competitive
bidding as the standard for choosing contractors, FPL
too often has awarded contracts without competitive

bidding and without sufficient justification.
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He will testify that FP&L has fallen short of
its own internal requirements that FPL first justify the
decision to forgo competitive bidding, and a related and
equally important requirement that in that instance, FPL
demonstrate that the costs of a contract entered into
without the benefit of competitive bids is reasonable in
amount.

He will show that the justification memoranda
that serve as the basis for the decision to depart from
the otherwise applicable standard of competitive bidding
too often consists of standardized, perfunctory,
conclusory language instead of a rationale or an
analysis that is specific to the contract in question.

He will testify that FPL's practice of
referring to past experience, and in the case of one
major contract, a "back of the envelope" type of
analysis, are insufficient to enable this Commission to
gauge that the costs of the single source and sole
source contracts that have been entered into to this
point are reasonable in amount.

Dr. Jacobs will offer three suggestions, three
alternative regulatory actions designed to communicate
the Commission's insistence that FPL adhere to its own
standard of competitive bidding and demonstrate adequate

justification when it departs from that standard.
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First, he identifies a very large contract
related to one of the uprate projects and suggests that
the Commission use that large contract as a proxy for
the general shortcoming in terms of competitive bidding
and disallow a portion of the return on investment that
FPL is seeking with respect to the investments called
for in that contract.

In order of decreasing severity, recognizing
that this is a test case and we're perhaps all of us
finding our way through this process, he suggests that
the Commission could withhold a portion of the revenue
requirements or carrying charges associated with that
contract and tell FPL that it cannot collect that
portion unless and until it is able to demonstrate the
reasonableness of the decision to enter a single source
contract in the next cycle.

And the final alternative, if the Commission
declines to undertake a financial adjustment, would be,
at a minimum, to admonish Florida Power & Light Company
that the Commission expects the utility to adhere to its
practice of competitive bidding and to be prepared to
fully justify any departure from that standard in the
future.

Thank you.

CHAIRMAN CARTER: Thank you, Mr. McGlothlin.
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Just procedurally, we did it in our other
case, and just to dot the I's and cross the T's, staff's
composite exhibit list is entered into the record
without objections. I believe the other -- 41 and --
wait a minute. Let me see. Forty-one is -- we did 42
in the prior case, but 41, we need to add this to our
list.

MS. BENNETT: We've entered 41 into the record
previously. We entered all of the exhibits, the
comprehensive exhibit list, the composite exhibits, and
FPL's composite exhibits.

CHAIRMAN CARTER: FPL's composite exhibit,
that's 41. And, Mr. Anderson, at the appropriate time,
we can move to enter that into evidence.

MR. TWOMEY: Mr. Chairman.

CHAIRMAN CARTER: Hang on one second. I'll
get right back to you.

MR. TWOMEY: Yes, sir.

CHAIRMAN CARTER: We did that already? Did we
enter FPL's exhibit already?

MS. BENNETT: We did. At the very beginning
of the proceeding, at the opening of the record, we
entered all of the composites in, a little bit fast.

CHAIRMAN CARTER: Well, let's re-enter, then.

Since we've already entered it, I know there's no
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objection, so let's show it done for Exhibit 41, just to
dot the I's and cross all the T's.

Mr. Twomey.

MR. TWOMEY: Mr. Chairman, thank you. While I
didn't want to make a formal opening statement as I did
in the Progress case, I want to reiterate that AARP is
here supportive fully of the work of the Office of
Public Counsel, and to that end, as reflected in the
prehearing order, we have supported all their positions
on all issues. Thank you.

CHAIRMAN CARTER: Thank you. For the record,
AARP has adopted and supports the positions of OPC in
toto; correct?

MR. TWOMEY: Yes, sir.

CHAIRMAN CARTER: Thank you, sir.

Okay. Now, let's see here. All preliminary
matters taken care of, staff?

MS. BENNETT: All that staff is aware of.

CHAIRMAN CARTER: Any more from the parties
before we begin?

Mr. Anderson, you're recognized, sir.

MR. ANDERSON: Thank you, Chairman Carter.
FPL would call as its first witness its controller, Kim
Ousdahl.

CHAIRMAN CARTER: Kim Ousdahl.
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Thereupon,
KIM OUSDAHL
was called as a witness on behalf of Florida Power &
Light Company and, having been first duly sworn, was
examined and testified as follows:
DIRECT EXAMINATION

BY MR. ANDERSON:

Q. Good afternoon, Ms. Ousdahl.

A. Good afternoon.

Q. Have you been sworn?

A. Yes, I have.

Q. Would you tell us your name and business
address?

A. My name is Kim Ousdahl. My business address

is 700 Universe Boulevard, Juno Beach, Florida.

Q. By whom are you employed, and in what
capacity?

A, By Florida Power & Light Company as
controller.

Q. Have you prepared and caused to be filed seven
pages of prefiled direct testimony in this proceeding on
March 3, 20087

A. I have.

Q. Did you also prepare and cause to be filed 17

files of prefiled direct testimony on May 1, 2008?
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A. I have.

Q. Did you submit an errata, I believe it was
yesterday, in relation to your testimony?

A. I did.

MR. ANDERSON: Chairman Carter, I would note
that the copy of the errata is being distributed. It
basically calls out each figure which would change in
her testimony, principally to implement this $35 million
reduction we've talked about. There has also been one
other small financial adjustment between here and there,
but the main purpose was to implement the reduction that
we talked about. And Ms. Ousdahl, of course, can answer
any --

CHAIRMAN CARTER: Do we need to admit this?
Let's mark it as 43.

MR. ANDERSON: Ms. Ousdahl -- I'm sorry.

CHAIRMAN CARTER: Excuse me, Ms. Ousdahl. One

second here. You want to call it the Ousdahl errata

sheet?
MR. ANDERSON: Yes, sir.
CHAIRMAN CARTER: Sounds nice that way.
(Exhibit Number 43 was marked for
identification.)

CHAIRMAN CARTER: Okay. You may proceed.

BY MR. ANDERSON:
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Q. Other than your errata, do you have any
changes or revisions to your prefiled direct testimony?

A. I do not.

Q. If I asked you the same questions contained in
your prefiled direct testimony with your errata, would
your answers be the same?

A. They would.

MR. ANDERSON: Chairman Carter, FPL asks that
Ms. Ousdahl's prefiled direct testimony be inserted into
the record as though read.

CHAIRMAN CARTER: The prefiled testimony of
the witness will be inserted into the record as though
read.

BY MR. ANDERSON:

Q. Are you co-sponsoring any exhibits to your
direct testimony?

A. I am.

Q. Are those portions of Exhibits STH-1, STH-2,
SDS-1, and SDS-27?

A, They are.

MR. ANDERSON: Mr. Chairman, I would note
these exhibits have been premarked for identification in

staff's list as Numbers 20 through 23.
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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
Power Plant Cost Recovery (“NPPCR”) amount of $258,979,772 on a
jurisdictional adjusted basis to be recovered through the 2009 Capacity Cost
Recovery Clause (“CCRC”). In conjunction with approval of the NPPCR

amount, FPL requests that the Commission do the following:
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* 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.

e 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. I am sponsoring portions of the following exhibits:
STH-2, which consists of Appendix I 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 I1I contains a table of contents

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

NUCLEAR COST RECOVERY RULE

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 aétual/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 20009.

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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