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STATEMENT OF BASIC POSITION 

Rule 25-6.0423, F.A.C. explicitly and unequivocally requires FPL and PEF to submit for 

Commission review and approval a detailed analysis demonstrating the long-term feasibility of 

completing the project at issue, in this case, the Turkey Point 6 & 7 project and the Levy Units 1 

& 2 project (“projects”).’ As evidenced by the prefiled testimony of witnesses for FPL and PEF, 

as well as discovery conducted in this matter, both FPL and PEF have failed to meet their burden 

to demonstrate the long-term feasibility of these projects. 

FPL, because it is unsure of the updated estimated cost of the Turkey Point 6 & 7 project, 

attempts to demonstrate long-term feasibility through the creation of a new methodology, which, 

amongst other problems, impermissibly limits the scope of review to a question of whether or not 

to build nuclear reactors, and in so doing excludes other reasonable alternatives which may be 

less costly. PEF, in contrast, has failed to even attempt to demonstrate long-term feasibility, and 

instead relies on statements of its witnesses that they are considering issues relevant to long-term 

~ ~ ~ 

The Rule further requires that a utility file a “detailed statement of project cost” which is sufficient to support a I 

Commission finding of prudence. Rule 25-6.0423(8). Neither utility has done so in this matter. 
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feasibility, Ultimately, both FPL and PEF have failed to take into account dramatically changed 

circumstances as well as other uncertainties which have made completion of these projects 

infeasible. 

It is the responsibility of the Commission to fix “fair, just and reasonable” rates for 

Florida ratepayers. Fla. Stat. 5 366.06. In this docket, because FPL and PEF have failed to 

demonstrate the long-term feasibility of completing these projects, the utilities have as a result 

failed to demonstrate that the costs for which they seek recovery for 2009 and 2010 are prudent. 

As a result, the Commission should deny both FPL and PEF’s requested cost recovery for 2009 

and 2010, as is it would he imprudent for the Commission to allow the utilities to incur further 

expenses or recover those expenses from Florida ratepayers. 

STATEMENT OF ISSUES AND POSITIONS 

Legal and Policv Matters 

ISSUE I: Should over or under collections in the Capacity Cost Recovery Clause he 
included in the calculation of recoverable costs in the NCRC? 

SACE Position: No position at  this time. 

ISSUE 2: When a utility elects to defer recovery of some or all of the costs that the 
Commission approves for recovery through the Capacity Cost Recovery Clause, 
what carrying charge should accrue on the deferred balance? 

SACE Position: No position at this time. 

ISSUE 3: Should FPL and PEF he permitted to record in rate base the incremental 
difference between Allowance for Funds Used During Construction (AFUDC) 
permitted by Section 366.93, F.S. and their respective most currently approved 
AFUDC, for recovery when the nuclear plant enter commercial operation? 

SACE Position: No position at this time. 
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FPL Proiect Management and Oversight 

ISSUE 4: Should the Commission find that for the years 2006 and 2007, FPL’s accounting 
and costs oversight controls were reasonable and prudent for Turkey Point Units 6 
& 7 project? 

SACE Position: No position at this time. 

ISSUE 5: Should the Commission find that for the years 2006 and 2007, FPL‘s project 
management, contracting, and oversight controls were reasonable and prudent for 
Turkey Point Units 6 & 7 project? 

SACE Position: No position at this time. 

ISSUE 6: Should the Commission find that for the year 2008, FPL‘s accounting and costs 
oversight controls were reasonable and prudent for Turkey Point Units 6 & 7 
project and the Extended Power Uprate project? 

SACE Position: No position at this time. 

ISSUE 7: Should the Commission find that for the year 2008, FPL’s project management, 
contracting, and oversight controls were reasonable and prudent for Turkey Point 
Units 6 & 7 project and the Extended Power Uprate project? 

SACE Position: No position at this time. 

ISSUE 7A: Is FPL’s decision in 2008 to pursue an alternative to an Engineering Procurement 
Construction (EPC) contract for the Turkey Point 6 & 7 project prudent atid 
reasonable? 

SACE Position: No position at this time. 

FPL’s Proiect Feasibility 

ISSUE 8: Should the Commission approve what FPL has submitted as its annual detailed 
analyses of the long-term feasibility of completing the Turkey Point 6 & 7 project, 
as provided for in Rule 25-6.0423, F.A.C? 

SACE Position: No. The “breakeven” analysis proffered by FPL in an attempt to 
demonstrate long-term feasibility was created because FPL is unsure 
of the updated estimated cost of the Turkey Point 6 & 7 reactors. 
Rule 25-6.0423(8) F.A.C, explicitly requires that FPL submit a 
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detailed statement of project cost. This omission makes FPL’s 
“breakeven” analysis of little import to the Commission in 
determining the long-term feasibility of the Turkey Point 6 & 7 units. 

Furthermore, FPL’s “breakeven” analysis improperly narrows the 
scope of review of any prudent feasibility analysis, as it simply asks 
the question of whether or not to build nuclear reactors. It does not 
ask whether other alternatives would be less costly. 

Finally, the “breakeven” framework created by FPL is flawed because 
it makes crucial assumptions about escalation and excess capacity 
which are incorrect, thus distorting the true picture of long-term 
feasibility to the Commission. 

ISSUE 8A: If the Commission does not approve FPL’s long term feasibility analyses of 
Turkey Point 6 & 7, what further action, if any, should the Commission take? 

SACE Position: The commission should deny cost recovery for FPL’s 2009 and 2010 
costs. 

ISSUE 9: Should the Commission approve what FPL has submitted as its annual detailed 
analyses of the long-term feasibility of completing the EPU project, as provided 
for in Rule 25-6.0423, F.A.C? 

SACE Position: 

FPL’s Extended Power Uurate Project 

ISSUE 10: 

No position at this time. 

What system and jurisdictional amounts should the Commission approve as FPL’s 
final 2008 prudently incurred costs for the Extended Power Uprate project? 

SACE Position: 

ISSUE 11: 

No position at this time. 

Are FPL’s 2008 actual, 2009 actualhstimated and 2010 projected EPU project 
costs separate and apart from the nuclear costs that would have been necessary to 
provide safe and reliable service had there been no EPU project? 

SACE Position: 

ISSUE 12: 

No position at this time. 

What system and jurisdictional amounts should the Commission approve as FPL’s 
reasonable actualiestimated 2009 costs for the Extended Power Uprate project? 

SACE Position: No position at this time. 
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ISSUE 13: What system and jurisdictional amounts should the Commission approve as FPL’s 
reasonably projected 2010 costs for the Extended Power Uprate project? 

SACE Position: 

FPL’s Turkey Point 6 & Proiect 

No position at this time. 

ISSUE 14: What system and jurisdictional amounts should the Commission approve as FPL’s 
final 2006 and 2007 prudently incurred costs for the Turkey Point Units 6 & 7 
project? 

SACE Position: No position at this time. 

ISSUE 15: What system and jurisdictional amounts should the Commission approve as FPL’s 
final 2008 prudently incurred costs for the Turkey Point Units 6 & 7 project? 

SACE Position: No position a t  this time. 

ISSUE 16: What system and jurisdictional amounts should the Commission approve as 
reasonably estimated 2009 costs for FPL’s Turkey Point Units 6 & 7 project? 

SACE Position: None. FPL has not demonstrated long-term feasibility as required by 
Rule 25-6.0423(5)(~)5, F.A.C, therefore no such cost could he 
reasonably and prudently estimated and/or incurred. 

ISSUE 17: What system and jurisdictional amounts should the Commission approve as 
reasonably projected 2010 costs for FPL’s Turkey Point Units 6 & 7 project? 

SACE Position: None. FPL has not demonstrated long-term feasibility as required by 
Rule 25-6.0423(5)(~)5, F.A.C, therefore no such cost could be 
reasonably and prudently projected and/or incurred. 

FPL’s Cauacitv Cost Recovew Clause Amount 

ISSUE 18: What is the total jurisdictional amount to be included in establishing FPL’s 2010 
Capacity Cost Recovery Clause factor? 

SACE Position: 

PEF Proiect Management and Oversight 

No position at this time. 

ISSUE 19: Should the Commission find that for the years 2006 and 2007, PEF’s accounting 
and costs oversight controls were reasonable and prudent for Levy Units 1 & 2 
project? 

SACE Position: No position at this time. 
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ISSUE 20: Should the Commission find that for the years 2006 and 2007, PEF’s project 
management, contracting, and oversight controls were reasonable and prudent for 
Levy Units 1 & 2 project? 

SRCE Position: No position a t  this time. 

ISSUE21: Should the Commission find that for the year 2008, PEF’s project management, 
contracting, and oversight controls were reasonable and prudent for Levy Units 1 
& 2 project and the Crystal River Unit 3 Uprate project? 

SACE Position: No. In regard to the Levy Units 1 & 2 project, PEF unreasonably and 
imprudently relied upon the assumption that the NRC would grant 
PEF a LWA as requested in its COLA, and made fundamental 
contracting, scheduling, and cost assumptions based on this 
assumption. Now that the LWA request has been withdrawn due to 
NRC concerns with the request, the schedule for the Levy Units 1 & 2 
project has been significantly delayed which will result in increased 
costs. 

ISSUE 21A: Was it reasonable and prudent for PEF to execute its EPC contract at the end of 
2008? If the commission finds that this action was not reasonable and prudept, 
what actions, if any, should the Commission take? 

SACE Position: No. PEF unreasonably and imprudently relied upon the assumption 
that the NRC would grant PEF a LWA as requested in its COLA, and 
made fundamental contracting, scheduling, and cost assumptions 
based on this assumption. Now that the LWA request has been 
withdrawn due to NRC concerns about the request, the schedule for 
the Levy Units 1 & 2 project has been significantly delayed which will 
result in increased costs. 

SACE believes that the Commission should deny cost recovery for 
PEF’s 2009 and 2010 costs. 

ISSUE 22: Should the Commission find that for the year 2008, PEF’s accounting and costs 
oversight controls were reasonable and prudent for Levy Units 1 & 2 project and 
the Crystal River Unit 3 Uprate project? 

SACE Position: No position at this time. 
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PEF’s Proiect Feasibility 

ISSUE 23: Should the Commission approve what PEF has submitted as its annual detailed 
analysis of the long-term feasibility of continuing construction and completing the 
Levy Units 1 & 2 project, as provided for in Rule 25-6.0423, F.A.C., and Order 
No. PSC-08-05 18-FOF-E1 (Determination of Need Order)? 

SACE Position: No. PEF has simply not submitted any analysis regarding the long- 
term feasibility of continuing construction and completing the Levy 
Units 1 & 2 project as required by Rule 25-6.0423 or Order No. PSC- 
08-0518-FOF-EL 

The testimony filed by PEF to date presents little tangible evidence 
that it is conducting any ongoing analysis in regards to feasibility. 
Rather, PEF seeks to rely on statements of its witnesses that PEF is 
considering the feasibility issue and its components, which certainly 
does not meet its burden under the Rule or the Order. 

ISSUE 23A: If the Commission does not approve PEF’s long term feasibility analysis of Levy 
Units 1 & 2, what further action, if any, should the Commission take? 

SACE Position: The commission should deny cost recovery for PEF’s 2009 and 2010 
costs. 

ISSUE 23B: What further steps, if any, should the Commission require PEF to take regarding 
the Levy Units 1 & 2? 

SACE Position: At a minimum, PEF should have to demonstrate that Levy Units 1 & 
2 are the least-cost alternative of supplying power when the project is 
reasonably expected to come online. 

ISSUE 24: Should the Commission approve what PEF has submitted as its annual detailed 
analysis of the long-term feasibility of completing the Crystal River Unit 3 Uprate 
project, as provided for in Rule 25-6.0423, F.A.C? 

SACE Position: No position a t  this time. 

PEF’s Crystal River Unit 3 Unrate Proiect 

ISSUE 25: What system and jurisdictional amounts should the Commission approve as PEF’s 
final 2008 prudently incurred costs for the Crystal River Unit 3 Uprate project? 
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SACE Position: No position at this time. 

ISSUE 26: What system and jurisdictional amounts should the Commission approve as PEF’s 
reasonably estimated 2009 costs for the Crystal River Unit 3 Uprate project? 

SACE Position: 

ISSUE 27: 

No position at this time. 

What system and jurisdictional amounts should the Commission approve as PEF’s 
reasonably projected 2010 costs for the Crystal River Unit 3 Uprate project? 

SACE Position: 

PEF’s Levv Units 1 & 2 Project 

ISSUE 28: 

No position at  this time. 

What system and jurisdictional amounts should the Commission approve as PEF’s 
final 2006 and 2007 prudently incurred costs for the Levy Units 1 & 2 project as 
filed in Docket No. 080009-EI? 

SACE Position: No position at this time. 

ISSUE 29: What system and jurisdictional amounts should the Commission approve as PEF’s 
final 2008 prudently incurred costs for the Levy Units 1 & 2 project? 

SACE Position: No position at  this time. 

ISSUE 30: What system and jurisdictional amounts should the Commission approve as 
reasonably estimated 2009 costs for PEF’s Levy Units 1 & 2 project? 

SACE Position: None. PEF has not demonstrated long-term feasibility as required by 
Rule 25-6.0423(5)(~)5, F.kC. Therefore, no such costs could be 
reasonably estimated and moreover could not be prudently incurred. 

ISSUE 31: What system and jurisdictional amounts should the Commission approve as 
reasonably projected 2010 costs for PEF’s Levy Units 1 & 2 project? 

SACE Position: None. PEF has not demonstrated long-term feasibility as required by 
Rule 25-6.0423(5)(~)5, F.A.C. Therefore no such cost could he 
reasonably projected and moreover could not be prudently incurred. 

PEF’s 20 10 Capacity Cost Recoverv Clause Amount 

ISSUE 32: Should the Commission approve PEF’s alternative cost recovery proposal, as set 
forth in PEF’s Petition and supporting Testimony, as to recovery of NCRC costs? 
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SACE Position: No position at this time. 

ISSUE 32A: If the answer to Issue 32 is yes, what is the total jurisdictional amount to be 
included in establishing PEF’s 2010 Capacity Cost Recovery Clause factor? 

SACE Position: 

ISSUE 32B: 

No position at this time. 

If the answer to Issue 32 is no, what is the total jurisdictional amount to be 
included in establishing PEF’s 2010 Capacity Cost Recovery Clause factor? 

SACE Position: No position at this time. 

STIPULATED ISSUES 

None. 

PENDING MOTIONS/OTHER MATTERS 

SACE intends to file a Motion for Leave to Supplement the prefiled testimony of Arnold 
Gundersen to include information, which has come to light since the filing of Mr. Gundersen’s 
prefiled testimony, which supports opinions previously offered by Mr. Gundersen. 

PENDING REQUESTS OR CLAIMS FOR CONFIDENTIALITY 

SACE has no pending requests or claims for confidentiality. 

OBJECTIONS TO WITNESS’ QUALIFICATIONS AS AN EXPERT 

None at this time. 

COMPLIANCE WITH ORDER ESTABLISHING PROCEDURE 

SACE has complied with all applicable requirements of the Order Establishing Procedure 
in this docket. 
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Dated: August 10,2009 

Respectfully Submitted, 

Is/  James S. Whitlock 
James S. Whitlock, Esq. 
NC Bar No. 34304 
Gary A. Davis & Associates 
61 North Andrews Avenue 
PO Box 649 
Hot Springs, NC 28719 
(828) 622-0044 
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mwalls@carltonfields.com 

Florida Power & Light Company 
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wade-litchfield@fpl.com 

Oftice of Public Counsel 
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Northbrook IL 60062 
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Progress Energy Florida, Inc. 
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