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DIRECTTESTIMONY 

Of 

WILLIAM R JACOBS JR., PbD. 

On Behalf of the Office of public Counsel 

Before the 

Florida Public Service Commission 

Docket NO. O90OW-EI 

I. INTRODUCTION 

PLEASE STATE YOUR NAME, TITLE AND BUSINESS ADDRESS. 

My name is WiUiam R. Jacobs, Jr., PhD. I am a Vice President of GDS Associates, 

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

30067. 

DR JACOBS, PLEASE SUMMARIZE YOUR EDUCATIONAL 

BACKGROUND AND EXPERIENCE. 

I received a Bachelor of Mechanical Engineering in 1968, a Master of Science in 

Nuclear Engineering in 1969 and a F%.D. in Nuclear Engineering in 1971, all h m  

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

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

experience in the electric power industry including more than twelve years of power 

plant construction and start-up experience. I have participated in the mmtrwt~ 'on and 

start-up of power plants in this country and  oversea^ in managem- positios 

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

Nuclear Power operations ("INPO"), I participated in the Construction Project 
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Evaluation Program, performed operating plant evaluations and assisted in 

development of the Outage Management Evaluation Program. Since joining GDS 

Associates, Inc. in 1986, I have participated in rate c ~ s e  and litigation m p p t  

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

evaluated nuclear power plant outages at numerous nuclear plants thmughout the 

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

650 W e  coal firad power plant under construction near Osceola, Arkansas. As a 

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

contractor for this project. M y  resume is included as Exhibit WRT-1. 

WERE YOU ASSISTED BY OTHER GDS PERSONNEL IN THIS EFFORT? 

Yes I was. The GDS team involved in the review and evaluation of the request3 for 

authorization to recover costs consisted of me, Mr. Jmes P. MCGaughy, Jr., a former 

nuclear utility executive with over 37 years or experience and h4r. Cary Cook, a 

Certified F'ublic Account wi& extensive experiem in utility regulation. The resumes 

of MI. McGaughy and Mr. Cook are attached to my testimony related to Progress 

Energy Florida filed in this docket 

WHAT IS THE NATURE OF YOUR BUSINESS? 

GDS Associates, Inc. ("GDS") is an engineering and consulting firm with offices in 

Marietta, Georgia; Austin, Texas; Corpus Chis& Texas; Manchester, New 

H s m p e ,  Madison, Wmnsin, Manchester, Maine: and Auburn, Alabama. GDS 

provides a variety of services to the electric utility industry including power supply 

PI-, generation support services, rates and regulatory  cod^ financial 

analysis, load forecasting and statistical services. Generation support servica 

3 



1 

2 

3 

4 

5 

6 Q- 

7 A. 

8 

9 Q- 

10 A. 

11 

12 

13 

14 

15 

16 
17 

18 

19 Q. 

20 

21 A. 

22 

23 

provided by GDS include fossil and nuclear plant monitorin& plant ownership 

feasib~ty studies, plant management audits, production cost modeling and expat 

testimony on matters relating to plant management, construction, licensing and 

performane issues in technical litigation and regulatory proceedings 

WHOM ARE YOU RF,PRESENHNG IN THlS PROCEEDING? 

I am represenhg the Florida 05ce of Public Counsel. 

WHAT WAS YOUR ASSIGNMENT IN THIS PROCEEDING? 

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

evaluation of requests by Florida Power and Light (FPL) for authority to collect 

historical and projected costs sssociated with extended power uprate (“EPU’’) projects 

being pursued at Turkey Point Units 3 and 4 and St. Lucie Units 1 and 2, and 

historical and projected costs associated with FPL’s Turkey Point Units 6 and 7, 

through the capacity cost recovery clause. 

II. SUMMARY OF REOUESTS FOR AUTHORTZATION TO 

COLLECT COSTS 

PLEASE S U M M A R I Z E  FPL’S REQUJ!ST FOR COST RECOVERY IN TAIS 

DOCKET UNDERTHE NUCLEAR COST RECOVJCRY CLAUSE. 

FPL is requesting to recover a net amount of $62,792,990 in 2010. This c o ~ s t s  of 

2010 projected ~ s t s  of $151,610,759 and 2008/2009 over recovery of $88,817,769. 
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IIL METJ3ODOLOGY 

PLEASE DESCRIBE "HF, M E T E O D O ~ Y  THAT YOU USED TO 

REVIEW AND EVALUATE THE REQUESTS FOR AUTEONZu%~ON TO 

COLLECT COSTS SUB-D BY FPL UNDER TIIE NUCLEAR COST 

RECOVERY CLAUSE. 

I first reviewed the Company's Wings in this docket and assisted in the issuance of 

numerous interrogatories aad requests for production of documents. To evaluate the 

contraclhg process employed by the Company, I reviewed requests for pm@ 

issued by the Company, the bid evaluations conducted on proposals received in 

response to the requests for proposals. and the contracts awarded to the winning 

bidders. For single or sole source contracts, I reviewed the single or sole source 

justifications to ensure that they met the wquiremmt~ of the governing company 

PIOcedUres. 

To evaIuate the issues related to project schedule and risk management, I reviewed 

many internal documents, status reports and correspondence with reguIatory 

authorities. 

HOW DID YOU DETERMINE IF TAE COSTS REQUESTED FOR 

RECOVERY BY THE COMPANIES WERE PRUDENT AND 

REASONABLE? 

The Company must employ prudent contract& and project manageemat and risk 

mauagement p d u r e s  and practices to ensure that the costs are prudently incurred. 

The scope of work must be -&le and the Company must ensure that the costs 

are reasonable by means of competitive bidding or other methods, such 

comparisons with similar projects for which the cost is known. I also reviewed the. 
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project management procedures and practices that will be used in an effort to manage 

the projects prudently as they move into the implementation stage. 

In addition to the above reviews, Mr. Cary Cook reviewed the requests to ensure 

proper accomting treatment and amuate calculation of the various amounts 

requested for recovery by the Company. 

PLEASE DESCRIBE YOUR REVIEW OF THE PRO= MANAGEMJ3NT 

PROCEDURES AND PRACTICES UTILIZED BY FPL. 

As the projects move into the implementation phase, prudent project management and 

risk mitigation will be i m p o w  to ensure that projects are completed on schedule 

and within budget. Project management procedm and practices that we reviewed 

include establishment of project budgets, monitoring of budget variance% corrective 

actions for budget variances, establishment of project schedules, and monitoring of 

project schedule variances, and corrective action for schedule variances. 

IV. ISSUES AND CONCERNS 

HAVE YOU IDENTIPIED CONCERNS WITa FPL'S FILING? 

Yes. I have identiiied three concerns with WL's filing. The first is with FPL's 

decision to retain BVZ as the prelimhay engineer and FF'L's plan for a separate 

construction contractor for the Turkey Point 6 and 7 projects. My second concern is 

with the FPL's analysis of the long term feasibility of the Turkey Point 6 and 7 

projwts. My f d  concern is with FPL's refusal to conduct an aualysk to identify 

equipment in the EPU projects that would meet the "separate and apart" criterion. 
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PLEASE EXPLAIN YOUR CONCERN WITH FPL’S RETAINING BVZ AS 

TEE PRELIMINARY ENGWER AND FPL’S PLAN TO UTILIZE A 

SEPARATE CONSTFWCTION CONTRACTOR FOR TURKEY POEW 6 

AND 7. 

FPL has separated the constmction function h m  engineering md procurement in its 

o-on of the Turkey Point 6 and 7 projst. FF’L has retained a consortium of 

Black and Veatch and k h r y  Constructom (BVZ) to provide pre-construction 

enginwing. I believe that the hiring of BVZ and FPL’s plan for a separate 

construction contractor may ultimately result in higher costs for this project This 

approach is referred to as an EP and C approach rather than the Engineer, Pnrmre, 

Construct @PC) approach used by other APlOOO projects, in which a l l  function8 are 

perfomed under one contract. 

Ww ARE YOU RAISING THIS CONCERN AT THIS TIME? 

I raise this issue now so that it is clear that the potentid for increased costs was 

identified without the benefit of hindsight in future prudence determinations. 

PLEASE EXPLAIN THE BASIS FOR YOUR CONCERNS WITEI FPL’S 

APPROACH TO CONTRACTING FOR THE TURKEY POINT 6 AND 7 

m. 
The Turkey Point 6 and 7 project is a very large and complex project. The nuclear 

steam supply system (NSSS) supplier and designer, the secondary plant supplier and 

&signer and the wnshuctor must interface with each other fkquently. The 

extremely complex work activities and intrrfaces between contmtors could result in 
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numerous disputes between contractofi. The use of separate contrsctas results in 

higher risk to the FPL and the potential for numemm scope disputes. The modular 

consbudon planaed for Tp 6 & 7, with over 250 separate moddw, 

extremely close cooperation between the designer and w d o n  contractor from a 

very early stage in the project. An EPC-type contract utilizing a turn-key approach 

with a single entity clearly reduces the risk for FPL. ' Ihis type of contract places the 

burden and risk on the wnsortium (Wcstiughouse and Shaw Stone & Webster) to 

manage the interfkce between the engineerinp, procurement and constmction areas. 

The consorlimn would be fuuy accountable for any delays resulting from these 

interfaces. In addition, under the EPC approach each member of the c m r t i u m  

could, in most &wmstan ces, be jointly and severally liable for the actions of the 

others, thus reducii the risic to PL. if one entity fails to perform. Finally, the 

Westinghouse / Shaw comrtium will have gained significant experience !?om earlier 

AP IO00 projects and will inwrporate the lessons lamed iuto the TP 6&7 project. 

The use of a construction contractor without familisrity with the AelOOO design and 

without the benefit of the earlier APlOOO projects will likely result in a repeat of the 

lcsson~ lcan~ed on the earlier APlOOO projects and additional costs to the project 

DOES BVZ FIT TR[Is DESCRIPTION? 

Yes, they do. FPL's Single Source Justification for hiring BVZ contains a rather 

remadcablc statement Note: this is not a typo. 
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(Emphasis added). (FF’L Response to OPCPOD 16 at FPLoo6691, 
Exhibit W(FF’L)-2.) 

HAVE ANY OTHER UTILITIES CHOSEN TO USE THE EP AND C 

CONTRACTING APPROACH SELECTED BY FTL? 

No, they have not All other U.S. utilities that have signed a contnrct for com4mction 

of a new nuclear power plant have chosen the EPC approach. 

PLEASE EXPLAIN THE CONCERN YOU HAVE WITH FTL’S 

FEASlBIJ.,lTY ANALYSIS OF THE TURKEY POINT 6 AND 7 UNITS 

PROVIDED IN THIS FILING. 

The detailed analysis of the long term feasibility of the Turkey Point 6 and 7 project 

is provided in the testimony of Dr. Steven Sim. h. Sim calculated the breakeven 

overnight capital cost for the new nuclear units based on five forecasts of key 

Bssumptiolls: (1) forecasted summer peak I& (2) forecasted natulal gas costs, (3) 

forecasted oil costs, (4) foiecasted uranium costs, and (5) forecasted environmental 

compliance costs for carbon dioxide. Dr. Sim then compared the calculated break 

exen cost for 9 merent scenarios to FF’L’s non-bindiag estimeted range of capital 

costs for the new nuclear units in 2007s of $3,108h to $4,54o/kw and concluded 

that the Turkey Point 6 and 7 project is still projected to be a solidly cost-effective 

addition for FPL’s customff. My concern is that Dr. Sim only did half of the job. 

W e  he updated the break even cost based on updated asamptiom and fomxsts, he 

did not update the estimated cost of the nuclear units. Without an updated cost of the 

nuclear units, the comparison is of little value to this Commission in dctemmm . ‘ gthe 

long tenn feasibility of the units. 
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PLEASE EXPLAIN TfIE CONCERNS THAT YOU HAVE WITH FPL'S 

FILING RELATED TO THE SEPARATE AND APART ISSUE. 

A stipulation between OPC and FPL related to the separate and apart issue is shown 

on page 29 of the Final Order in Docket No. 080009-EL This stipulation states: 

OPC and FPL stipulate that as it applies to nuelear uprate 
projects, the NCRC should be limited to those costs that are 
separate and apart fium nuclear costs that would have been 
necessary to provide safe and reliable service had there been no 
uprate project. 

FF'L has steadfasty refused to conduct the necessBfy analysis to confirm that the 

uprate costs for which it is questing recovery are sepamle and apart h m  nuclm 

costs that would have been necessary to provide safe and reliable service had there. 

been no uprate. project. FPL addresses the separate and apart issue in the March 2, 

2009 testimony of Mr. Rajiv Kundalkar. In his testimony, Mr. Kundallrar rejects 

OPC's request that FPL conduct a study to identify each component that may need to 

be replaced during the 20 years of extended opedon. MI. Kundalkar states: 

This approach however, is inherently inconsistent with the true 

constant and real-time monitoring. surveillance, and 
maintenance decisions - and it was dete.rmined that such a study 
would not yield meaningful or useful results. 

. . .  
manner in which nuclear plants m ed-whichrequires 

I agree that nuclear plant maintenan ce involves real time monitoring and maintenauce 

decisions. However, in addition to day-today maintenance, nuclear utilities conduct 

long term capital spending studies to identify large capital expenditures many years in 

advance. These W e s  identify equipment that m y  need to be replaced many years 

in the fuhrre for reasons of economics, obsolescence or other factors. I do not agree 

that this type of study would not yield meanin@l results related to the separate and 

apaa issue. In my opinion, FPL has been uncooperative in resolving this issue and 

31 has not acted in the spirit of the stipulation in Docket No. OSOOO9-EI. 
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V. CONCLUSIONS AND RECOMMENDATIONS 

WHAT ARE YOUR CONCLUSIONS CONCERNING FPL’S FILING IN THIS 

DOCKET? 

1. FPL’s decision to use a contracting method that separates 

engineering and pcuranent from construction may d t  in 

sigdicant additional costs. 

2. 

not include a necessary update of the estimate cost of the project. 

2. FPL did not conduct the “separate and ap& d y s k  

envisioned by the settlement in Docket No. 080009-EI. 

FF’L‘s feasibility analysis of the Turkey Point 6 and 7 project did 

WEAT ARE YOUR RECOMMENDATIONS CONCERNING FPL’S FILING 

IFTHISDOCKET? 

I recommend the following concerning FPL’s filing in this docket: 

1. The Commission should take notice that additional costs may 

d t  h m  FPL’s decision to retain BVZ and organize the 

project with a constNction contract that is separate from the 

engineering and plocurement contract, and inform FPL that FPL 

will be required to demonstrate that the project contrachg and 

BVZ decision do not result in additional costs to the project 

The Commission should order FF’L to prepare a revised estimate 

of the cast of the Turkey Point 6 and 7 project and hWrpoIate 

the updated cost in a renewed analysis of the long term 

feasibility of the project. 

2. 

11 
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The Commission should order FPL to wnduct the “separate and 

apart” analysis that was requested by O X  and envisioned in the 

Stipulation in Docket No. 08OOO9-EI. 
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EDUCATION F'h.D., Nuclear Engineaing, Gcorgia Tech 1971 
MS, Nuclear Engineerin& Georgia Teoh 1969 
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A list of Dr. Jacobs' teslimony is available upon request. 

1986-Reseat GDSkssOciateghe. 

As Vi-Redent, Dr. Jacobs directs GDS' nuclear plant monitoring adivities and 
has assisted elimts in evaluation ofmanagemat and technical iswes rdatedto 
power plant constmaion, opaation and desigu He has evahmted and tcabified on 
combustion turbine pmjeets in cutification bearings and has assisted the Georgia 



connacticut Yankee - Gmndalt Yankee m c  Power co. 
Callaway Unit I - Union Electric Co. 
surry unit I - virgiqia Pow€? co. 
Ft Calhoun - Omaha Public Power District 
h e r  ValkyUnit 1 - D q k n e  Light Co. 

1979-1985 WestinghouscElcckic Corporstion 

As site managa at Philiwine Nuclear Power Plant Unit No. 1, a 655 MWc PWR 
located inBataan, m c s ,  Dr. Jacobswasrespollsileford Sitaactivitiesduring 
-pletiOn phase of the project He had overall managanent responsibility for 
sbrtup,sitea@nedng, andplantcompletiondqmtments. Hcmanagedumkfom 
of Bpprmimatcly 50 cxpatria and 1700 subcontrador pa-aomd. Dr. Jacobs 
provided day-tpdaydirectirm of d site activities to easun establishment of ODIICct 
WOrL priorities, prompt rcsohrtion of teohnical problans and on schedule plant 
compictiaa 

As 8tBrtupmansgcr at the KRSKOWeur Power Plant, a 632 MWE PWRnear 
*, Yugosl+ Dr. Jaoobs' duties included d e v e l w  and review of startup 

test result3 end customer assistance with rcgalstary questions. He had overaIl 
- P n = d = = % P l a & -  . 'on of dl stsrtup test adivitica, evaluation of 



As Startup and Opaations and Maintensna Advisor to Korea Electric Canpgny 
during stamp and ammedal opaation of KO-Ri Unit 1, a 595 MWE PWR near 
Pnsan, South Korea, h. Jambs advised KE!m on all phasg of startup testing and 
p l ~ ~ ~ a n d - ~ ~ ~ ~ ~ e ~ ~ o f ~ ~ ~ ~  HC 
asisted in CStabIis~ellt of admin&& 'VC proccdurcs tix plsnt opaatioa 
As Shift Test Director at crystal River Unit 3,an 825 MWE PWR, Dr. Jacobs 
diredcd andpeformcd many systems and intcpted plant tesb during rffartup of 
Crystal River Unit 3. He acted as data analysis eagineex and&i&tcstdircctorduriag 
core losding low power physics testing and mer escalation program. 

1971 - 1973 S~~thmNUclear Engincaing. I~c. 
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Citv of Houston - condocted NalUation of a lengthy NRC + shutdown of the South T- 
Project Nuclear Generating Station 

NewJasevRateCo~m& - Review of Public S a v i a  Electric & Gas Company nuclear and fossil 
capital additions in P S m G  (pnaal rate case. 

C o m ~ E l C c b i  0- ' d M  Iowa P O M Z E l d C -  've - DiIlxt3 an opwtional 

opaating owners. 
monitoring program of the Duane Amold Energy ccnter (565 Mwe BWR) on behalf of the non- 

Qties of Cdvert and Kossc - Evaluated and submitted tcStimony of outage3 of the Bed 
NUd~ar Statim - PUCT Docket NO. 10894. 



- prepared testimony related to Georpia Public servl 'ce commuis loll/Hlcks. Mal oof & camw 
Vogtle and Hat& plant dcoomrmssl . 'oning Copts in 1991 GaagisPowaratecasc -DocketNo. 4007- 
U. 

CitvofElPase-Testidedbdorrthc~blicUtiiityComrmssl ' 'mofTorasrrgardingPaloVadcUnit 

. .  

3 construction pdam - Docket No. 9945. 

Citv of Howlon - Testified before T- Public Utility cornmission regding South Tcxas h joc t  
nudear plant outagcs - D o h  No. 9850. 

WCOR Steel 
Light nuclear pow- fucilitics - SCPSC Docket No. W E .  

- Evaluated and subrmaed . testimony on outages of Carolina Power and 

4 . .  i oof & u - AsaiskdOaorgiaPublic service 
Commission staff aad attorneys in many aspcdp of Georgia Pow- Compnfs 1989 rstc case 
includingmclearopaaiion Imd~cecosk ,nudcarpaformanai~~~~t ivep lenf~rGaorg ia  
and pruvided expert testimony on constmction prudence of Vogtle Unit 2 and d s c o ~ ~ ~ g  
costs of Vogtlc aad Hatch nnclear units - Doclict No. 384.04. 

Mohawk - Provided tsdmical litigation support to Swidla & Baiin in law swidler & &rkaMlaesra 
suit concerning cmshdion mismmagcmmt of the Niie Mile 2 Nuclear Plant. 

. .  

Mand Liehtinn Co m ea & God4 - ,b&d in pccparatiotr of apat tcstimonyon 
nuclear plant coasttucti OIL 

Noah Car0 lina Electric Meanbashi0 Caa, lafion-prcparad testimony cwceming prudmce of 
construction ofCarolinaPower & Light Companfs Shearon H d s  Station-NCUC Dodrct NO. E-2. 
Sub537. 

Citv of Austin. Tcxas - Prepad estimates of& final cost and Bchcdule of the South Texas Rojcct 
in support of litigation. 
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