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Executive Summary 

TIus report is the result ofan approximately two month long investigation undertaken by Concentric 
Energy Ad"isors at the request of Horida Power & Light's Law Department. Our investigation ,\,as 
triggered by a letter that was sent to PPL Group's CEO from 
within the nuclear division of FPL. 'Th.is Jetter made 
management's perfonnance regarding the cost estimation and project controls functions of the 
Company's Extended Power Uprate projects, lind raised concerns about the timeliness and reliability 
ofFPVs internal and external reporting of EPU-related information. 

Our investigation has focused 011 two separate sets of issues stemming fl'Om the letter and our 
subsequent information gathering process: 1) whether FPVs decision to continue pursuing the 
EPU Project in 2009 was pntdent, and whether the costs that have been incurred for this project 
were all pntdcntly incurred, and 2) what policies, procedures or practices within FPVs EPU Pl'Oject 
may need to be revised or reinforced to address the concerns raised in tIus letter. 

Our itwestigation has included 13 interviews and the review, or re-review, of thousands of pages of 
documentation produced by the EPU Project in 2008, 2009, and 2010. We have concluded that: 

1. 	 FPVs decision to continue pursuing the EPU Project in 2009 was prudent and was expected 
to be beneficial to FPVs customers; FPI. properly considered an updated cost estimate in its 
updated feasibility analysis in Jul}' 2009, which reinforced the conclusion that significant 
benefits were expected from the Project. 

2. 	 All ofFPL's expenditures on the EPU Project have been prudently incurred 
3. 	 Certain information provided by FPL in the 2009 NCRC was out-of-date and did not 

represent the best information available at that time; FPL is cucl'cntly taking steps that 
Concentric believes will address this concern for the future. 

4. 	 The EPU Project management did not consistently follow certain procedures tllat were 
intended to govern this project in 2009; in addition, tile Project's senior nlanagement in the 
rust half of 2009 was slow to respond to concerns that were raised regarding the Project's 
cost estimates; these issues are currently being addressed by the senior management team 
that was installed in the second half of2009. 

5. 	 FPL should consider taking certain actions that arc discussed in the body of this report to 
strengthen the Project Contl'Ols organization and to better ensure compliance with existing 
procedures. 
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I. Introduction 

On Febnlluy 19, 2010 .Mr. Lewis Hay, the Chairman and Chief J!.XectUlV'e 

_ 

Inc (~(FPL received a letter 
~ee within ... '').1 'llle 

Letter concerns performance in Nuclear Projects and Extended 
Power Uprate 1n 2009" and allegations related to the reporting of this performance to FPVs 
executive management and the Flotida Public Setvice Commission C'FL PSC'') 

Concentric Energy Advisors, Inc CConcentric'') was provided an electronic copy of this letter by 
FPVs Law and Regulatol'Y Affairs Depattme.!lts on Match 101 2010. A copy of the letter is attached 
as Exhibit t. Following initial discussions between Cotlcentric and FPL, Concentric was retained by 
FPVs Law Department 011 March 15,2010 to conduct an independent investigation of the claims 
and matters set forth in dle_Letter.2 A copy of Concentric's engagement letter is included as 
Exhibit 2. Pursuant to ConcenttIC's Concentdc is '$ 

Law Department, and specifically 
AU data requests were sent rli1'<prtlv 

Concentdc's ftndings and rec:otlltncnldatiol~lS 

Concentric's investigation of the allegations lmsed 1n th~Letter explicitly excluded matters 
related to the performance review o~ and a~human resources related matters. 
Concentric understands that these ma~ng and \vill continue to be handled internaUy b)' 
FPVs HUlnan Resources Department. 

The remainder of our report is organized into eight sections. Section II presents a summary of 
Concentric's w_that was used to perform tillS investigation. Section III includes It summary 
response to th Letter, including reference to an interlineated copy of the _ Letter. 
Section IV presents a chrollolog)l of key events related to the _Letter occt~etween 
January 2008 and Match 2010. Section V reviews Concentric's ftn~elated to FPVs decision to 
proceed with the Ex.tended Power Upl-ate Projects at the Company's St. Lucie ("PSL") and Turkey 
Point (<<PIN', Nuclear Power plants (,'EPU Projects"). As discussed further in this section, 
Conce.!ltdc has focllsed its attention in tillS matter 011 tlle nuclear units in Florida due to the state 
regulatory structure. Section VI reviews the inlplications of the _ Letter and Concentric's 
investigation ofFPL's activities in the Nuclear Cost Recovery Claus~C'') dockets in 2008 and 
2009.) A review of Concentric's findings related to the flow of information from FPL to the FL 
PSC and its staff ("FL PSC Staff'') can be fOUild in Section VII. Similarly, a review of the flow of 
information within FPL can be found in Sectioll VIII. Finally, a review of Concentric's findings and 
specific recommendations can be found in Section IX. TIlese reconltncndations should be read in 
conjunction with the pre-filed direct testimony of Mr. John J. Reed, filed Witl1 the Florida Public 
Sel-.;rice Commission on March r t and May 3rd in Docket l00009-EI. 

is 
-----~-~.~--

"Ii ••pe ugation of February 19, 2010 
Chamnan and CEO, :March 15,2010. 

Nuclear Cost Recover}' Clause. 
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II. Concentric Overview and WorkpIan 

Concentric is a management and economic consulting firm based in Marlborough, MA. Concentric 
has previousl)' been retained br FPL to provide regulatory support on a variety of matters including 
testimony before the FT.. psc. A list of Concentric's prior work for FPL is provided in Exhibit 3. 
Concentric's work plan for this investigation is provided below. 

A. Overview of Scope 

Concentlic's scope of work regarding the investigation of allegations contained in the_letter 
included a factual review of the events between August 2007 and March 31,2010. Concentric then 
sOl~determine how this set of events suppotted or contradicted the allegations contained in 
the_letter and affected the distribution of information within FI'L and to the FL PSc. Finally 
we ha,;eprovided our recommendations for improvements that will help prevent similar issues from 
occurring in the future. 

As outlined below, the assertions outlined in the. Letter largel}. fall within two categories: 1) 
the prudence of FPL's actions and the distribution ofwormation to the FL PSC and; 2) the internal 
distribution of EPU Project-related information. 

B. Sources ofinformatiQll 

Concentric's investigation into this matter relied upon two primal,}' pathways for illformation. First, 
Concentric submitted a number of requests for documentation to FPL in order to deepen our 
knowledge of the allegations set forth in the _Jetter and to independentl}' confirm details 
provided to us in the intel'Views described belo~g of Concentric's document requests can be 
found in Exhibit 4. 

Concentric also requested and conducted 13 separate interviews. Eight of Concentric's inten,iews 
were conducted in person at the offices ofFPL or at an off-site location, depending on the location 
of the intenriewee. TIIC remaining five intelyiews were conducted via telephone. All of 
Concentric's inten,iews occurred between the weeks of March 15 and April 12. Concentric selected 
specific individuals to be intel'Viewed based upon the allegations contained in the~tter, our 
prior interviews, and Concentric's understanding of the EPU Project organizatton. Concentric 
considers the names of the individuals we intel'Viewed to be confidential. Prior to beginning each 
interview, Concentric reviewed the FPJ.. Code of Business Conduct and Ethics (the "Code'') with 
each interviewee. '111is review included n specific discussion of each employee's "responsibility to 
report any actual or suspected violation of a law or regulation, any actual or suspected fraud, and any 
other violation or suspected "iolatiol1 of this Code."~ Similarly, Concentric reiterated the COlllpal1}"s 
non-retaliation commitment outlined in thc Code.5 At the conclusion of each inten,iew, the 
intenTiewees were given an opportunity to raise any additional concerns they may have had. 

TIle information Concentric relied upon in this investigation was supplemellted by Concentric's 
existing knowledge of the EPU Projects' organization and activities. 

FPL Group, Inc, Code of Business Conduct and Ethics, most recently re,.jsed October 16, 2009, p. 2. 
S Ibid. 
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C. 	 Independence 

Throughout Concentric's investig1ltion into the allegations contained within the _Letter, 
Concentric maintained our independence from FPL's Law and Regulatol,), Affairs Departments. 
Our approach to investigating the_ Letter and the allegations contained therein is our O\V'tl, 
and not the result of specific directions from FPL, its employees, or contractors. To this end, FPL 
did not place any constraints on Concentric's access to current and former employees. Lastly. 
Concentric was not constrained by budget or schedule expectations on the part of FPL. 

Concentric's findings in this matter are based upon our review of original sources. Concentric did 
not rely solely upon statements ~employees or contractors.. Instead. Concentric reviewed and 
verified assertions made in the~ Letter and Concentric's interviews with contemporaneous 
documents produced by the EPU Project team whenever possible. The documents relied upon as 
part of tlus investigation are presented in Exhibit 5. 

D. 	Report Organization 

Concentric's report is divided mto two major categories. First Ollr repolt addl'esses those items 
which are directly related to the FL PSC and prudence of FPL's decisions and actions. Second, 
Concentric has reviewed and addt-essed the development and distribution of information within 
FPL. Concentric notes this division is necessary to differentiate those matters which may affect 
FPL's recove.ty of costs and interaction with the FL PSC, from those matters which represent best 
practices in the development and distribution ofinformation within FPL. 

Sections III and IV of the report provide factual backgrounds for both categories of this report. 
Sections V through VIII address the matters related to the FL PSC and the prudence of FPL's 
decisions and actions. Finally. Sections IX and X address FI'L's development and internal 
distribution ofinformation rdatmg to the EPU Project forecast. 

E. 	Ke)r questions 

Concentric's review of the allegations l'llised in thelllll Letter and our interviews, identified three 
ke}t questions which are related to the prudence of~actions. These key questions are mte1lded 
to determine whether any imprudent costs were passed onto FPL's customers, or if WL did provide 
relevant information from the FL PSC. 

1. 	 Did FPL make the correct decision to proceed with the EPU Projects in 2009 in light of the 
best information available at the time decision was made? 'Ilus question is II threshold issue 
for assuring prudent conduct on the part of FPL. 

2. 	 Were Ol!) costs incurred that should not be passed on to FPL's customers on the grounds of 
imprudent decision.making? 

3. 	 Was the information provided to the FL PSC and the interveners itl each of the NCRC 
dockets accurate, c01lsistent, timely and reliable? 

Concentric also identified two key questions which relate to the internal development and 
distribution of EPU Project-related information. These ke}1 questions are intended to determine jf 
FPL's executive management were informed as to the direction of the EPU Project. 
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1, 	 Was the information flowing from the EPU Projects to FPL's executive management 
accurate, timely. consistent. and reliable? 

2. 	 What polices, processes, and procedures, jf any, need to be reviewed as a result of 
Concentric's findings? 

III. Response to_Letter 

Exhibit 6 presents a copy of the_ Letter to which Concentric has added its summary-level 
obsel"Vations that resulted from our investigation of the allegations contained therein. In addition. 
each obse.tvation contains a citation to this l'eport. 

As can be seen in Exhibit 6, most of the factual assertions raised i11 the_Letter were shOWll to 
be accurate. Specifically, Concentric has noted documentation which· confirms _ 
statetl1ents related to the timing of the initial scoping studies by Shaw and the ongoing changes in 
the overall project scope. However, Concentric believes the evolving scope of the EPU Projects to 
have been the predictable result of the regulato!'y and engineering factors which are inherent in any 
complex nudear retrofit project, 

Along these same lines, Concentric has reviewed ceJ.'tain reports relied upon by_ to 
support his assertion that as of November 2009, the EPU Projects were continuing to measure their 
cost performance relative to the original 2007 cost estimates. These reports, the November PTN 
Total Project Cash Flow Report6 and the PSI. Atmual Project Cash Flow Repore, confirme _ 

_ assertion. However, all of the Executive Steering Committee C'ESC") presentations since 
~2009, and specifically in Novenlber 2009, used the updated cost forecast." 

found evidence which .indicates the _ 	 and the"'" 
were alerted to the potential for undetesti~rly as April 2008. 

. were noted throughout the second half of 2008, and specifically in December, 
2008 when these indi,·iduals were presented with a preliminary .revised forecast for PSL. TIlis 
followed the award of an engineering, procurement and construction ("EPC") contract for the EPU 
Projects to Bechtel Cot-poration C'Bechtel"). At this time, the PSL P.roject Team was told to 
continue refining their forecast until February 2009 when it was reviewed again b). the EPU senior 
lnanagement. As noted in Section IV, the fOl'ecast presented in February 2009 was significandy 
higher than the 2008 forecast. 

Letter10 many years of prior project controls employment as a contractor at FIlL's PTN SIte, as 
well as other nuclear facilities in the US. FPL had enough confidence in~pabilities to 

, Toral Project Cash flow, PTN EPU Project 2009. November 2009. 

7 Annual Cash Flow, PSL EPU Project, October 2009. 

8 Extended Power UP1'lltes, Exec:util'e Steering Committee, Sr. Lucie nod Turkey Point November 13, 2009, p. 5. 

9 CR 2008·11443, April 3, 2008. 

10 ....ettet. p. 2. 


Overall, Concentric found be credible. The basis of this finding includes Concentric's 
to _endbis let r on a non-Allonymous 

documentation or cited b Moreover, Concenttic 
is capable project controls employee WIt 1 a strong background within his 

employment bistor). includes dle previous positions noted in the_ 
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~sponsibility for multiple major projects and a staff of approximatel}' 100 people. I! While 
..... was not aware of all of the developments and documents relating to the preparation and 
presentation of cost estimates and his knowledge of the infotmation flow for the EPU Projects 
ceased when he left the Project in July, 2009, his letter is largely factuall}' accurateP 

IV. Cbronology ofEvents 

A chronology of the EPU Projects is presented in Exhibit 8. A summary of the chronology. 
including the major ~'ents rel~rant to Concentric's rcvi~v are highlighted bdow. TIUs chronology 
was used to more fully understand the ongoing dynamics of the EPU Projects and the precise tin1ing 
ofcertain EPU Project activities. TIle summary presented bdow should not be used as a substitute 
for II revi~v of dle entire chronology presented in Exhibit 8. 

A. Chronolog}' 

TIle EPU Projects began in 2007, at which time FPL undertook an initial scoping study to determine 
a rough order of magnitude ("ROM") cost estimate based upon a prdiminru:y assessment of the 
components which would require replacement to operate PSL and PTN at the uprated conditions.u 
Concentric understands, as originally proposed, the EPU Projects were expected to commence 
operations post-2012, but the schedule was advanced following the FL PSC's rejection of the Glades 
Power Park Determination of Need in 2007.14 FPL filed for a Determination of Need for dle EPU 
Projects 011 September 17, 2007. IS 

In the winter of 2007 and 2008, FPL retained Shaw to review FPL's initial scoping study and to 
confirm or reject the rcsults of this analysis. Concentric understands from our intervie\\>5 that these 
studies generally conflnned the FI'L scoping analysis, but some discrepancies related to the 
replacement or refurbishment of certain components existed for Turkey Point. 'I11C initial cost 
estimate included a contingency allocation of approximately 45%,16 

In April 2008, the EPU Project team assigned to PSL (the "PSL Project Team") identified the 
potential to exceed the original FPL & Shaw scoping estimates. At this time. the PSL Project Team 
initiated Condition Report 2008-11443 (dle "CR") which stated the ''EPU Project Feasibility Stud), 
may not have captured the full spcctrum of modifications necessary" for the uptate.17 In response 
to this CR. the EPU Project team devdoped a "High Risk :tvIitigation Plan" which was attached to 
d1e CR. IS The High Risk Mitigation Plan included a list of actions which were required to be 

II 	 Ibid. 
12 	 Following our inten.jew with_on MAtch 17, 201O___notified Concentric and FPL via email on 

lIJAfch 19, 2010 of potential retaliation against him by his su~copy of this email is attached ItS Exhibit 7. 
Concentt:ic reported tIus email toFPL.sJAwDepartment.Itis Concentric's unde!standlng tlus matter was 
addressed by the FPI., Human Resources ("HR") Deputmcnt. 

U 	 Florida Power & Light Company's Petition to Determine Need for Expansion of Electrical Power Plants and fOf 
Exemption from Rule 25-22.082, F.A.C., Docket No. 070602.EI, September 17, 2007. 

14 Florida Public SeIVice Commission, Ordet No. PSC-OB-OO21-FOF.EI,]lIflual:}' 7,2008. 
t5 Florida Power &: Light Compan}"'s Petition to Determhle Need for Ex.pansion of Electrical Power Plants and fox 

Exelnption from Rule 25-22.082, F.A.C., Docket No. 070602-El, September 17, 2007. 
16 Ibid. 
17 CR2008-1l443, "Detailed Description," April 3, 2008, p. 1. 
18 Ibid., p. 8. 
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team including preparation and submission of a revised cost estimate 
among other items. 'ine High Risk ~1itigation Pian was signed by the 
th~but not the~ Concentric does 

Risk ~n was ever ~c also requested a 
copy of the revised cost estimate described in the High Risk :Mitigation Plan, but was told that tlus 
document could not be located, nor could its existence be conftrmed.'9 

Throughout the period from August 2008 to November 2008, the PSL trend register indicated a 
potential for underestimation of the EPC costs for the PSL EpU. On November 7, 2008 the EPU 
Projects' EPC vendor submitted a revised forecast of $262M}..I for the pTN EPU.20 'TIus compares 
to the scoping analysis assumption of $2251vIM.21 

In December 2008, the PSL Project Team again identified the potential to exceed the original 
forecast following the execution of the EPC agreement with Bechtel. A preliminary, revised forecast 
for PSL was prepared and provided to the EPU Project management at that time. EPU Project 
management, howevel', requested that the pSL Project Controls group further refine and dC\Telop 
the revised forecast. 

CR-2008-37753 was written by the PSL Project Team in December 2008 and noted the EPU Project 
is a major change for pSL and should have a change management plan in place. In addition, CR­
2008-37753 goes on to state that CR-2008-U443 was closed with se\'eral future actions contained 
within a risk mitigation plan and tracked separately within the EPU Risk Mitigation Program. CR­
2008-37753 concluded that there was a "missed opportunity" to treat CR-2008-11443 as a change 
management plall.22 

A second meeting to re\·iC\v the revised PSL forecast occurred in Februaty 2009. 111is meeting was 
attended by the EpU Project management team and reportedly included _ who was 
appointed of January 2009, and the PSL Project Team. At 
tIus time with a forecast of approximately $785 1\'11\1 for 
pSL, an increase of budget.21 It was reported to 
Concentric that with a number of 
questions related to the basis fo.r the revised forecast and rcques additional refinement of the 
forecast. 

A sintilar exercise was undertaken for PTN in March 2009, and pTN began to report its 
performance relative to this revised forecast. However, the PIN Project Team was lnstJ.ucted by 

revise the initial reports, to measure cost performance relati\'e 
to project the rC\·ised estimate still had to be "validated," and because 
an "extensive effort [w~s] about to begin to evaluate lPlN's] estimated cost to complete for the 
PlN EpU Project."ll 

19 'Ihe June 8, 2008 Risk Register includes an item which is similar to the High Risk Mitigation Plan, but the documents 
required to close out this High Risk hIitigation Plan could not be located. 

20 Extended Power Uprates, Project Update, Turke), Point,Jul), 25, 2009, Pl" 25-26. 
21 Ibid. 
22 CR 2008·37753, "Additional Infonnation," DecembeJ: 10, 2008, p. 1. 
23 SmnnlllJ:)' Cash Flow EPU Total 090217 Reviewed.xls, "PSL EPU Project Total," FebnIRJ:)' 17. 2009. 
2~ Email o~o anonymous recipient, dated Match 26, 2009. 
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On May 1, 2009 the .........Sl1bIl~
.. ·tt re-ftled direct testimony in Docket 090009-EI 
before the FL PSC.~, the_stated "111e EPU Projects are 
progressing on schedule and within budget." Additionally, this pre-ftled direct testimony stated 
flI11ere are 110 changes at this time to the totaillon-binding cost estimate provided in May 
Docket 080009-ELn26 At the same FPL submitted the direct testimonies 

At the end of lvfay 2009, the EPU Project management team reported to the ESC that the Bechtel 
EPC estimates had increased to a level in excess of Bechtel's indicative bid.2 

& The ESC is charged 
with corporate governance of the EPU Project, and includes FPI:s President, Chief Nudear Officer, 
Chief Financial Officer, FPL Group's President, and several others. 111is increase was reported to 
be the result of higher than expccted projections of field non-manual and manual labor hours.29 

Similarly, the current EPU estimates were reported to include redundant project management and 
oversight costs which the EPU Project management team believed may be able to be eliminated to 
reduce the EPe vendor's forecast.10 Finally, it was reported that the EPU scope had grown largcr 
than the indicative bid presented in Novelnber 2008. '111{~ EPU Project managcmcnt team noted 
that the current estimates were based 011 preliminary design information, and that the project was in 
the process of refining new "level 1" estimates.31 A target completion date ofJune 30, 2009 for the 
new "level 1» estimates "ras presented to the ESC at this meeting.32 

Following the ~I'fa}r 2009 ESC presentation, the EPU Project management te:un undertook an EPU 
:Modification Scope Review for both PTN and PSL.3J The results of these reviews were reported on 
June 16, 2009 and recommended the elimination of a substanti'llnumber of modifications as not 
necessary to operate in an uprated conditioll.34 

The subsequent ESC meeting was held on June 23, 2009.3S In this presentation. the EPU senior 
management team noted that the EPU P.rojects were completing "level 2" estimates and reiterated 
the concerns related to the EPC estimates since Bechtel's indicative bid in November 2008.36 This 
presentation was relatively short and precipitated a much more detailed cost review itl July 2009. 

During the intervening period between the June and Jul)' 2009 ESC presentations. the EPU Project 
team expended considel"ablc effort to produce a detailed, "line-by-Jinc>' cost review for both the PSL 
and PTN project. Concurrently, a decision to replace tlle EPU senior management team was made. 

a result FPL's executive team rectuited four for the EPU team ' .. "'U>U.LUi> 

H Direct Docket No. 090009.EI,l\IlIY 1,2009. 

26 Ibid. at pp. 2·3. 

27 Florida Power &. Light Company's Petition for Approval of Nuclear Power Plant Cost Recovcl'}' Amount fOJ: the 


Period January - December 2010, .May 1, 2009. 
28 Extended Power Uprates, Executive Steering Committee Update, Saint Lucie & Tmkey P01nt,l\'!ay 2009 p. 3. 
29 Ibid., p. 14. 
30 Ibid. 
II Ibid.,p.15. 
32 Ibid., p. lB. 
33 P1N EPU Scope Review dated June 2009, PSLEPU 1\[odification Scope Review dated June 16,2009. 
3~ Ibid. 
3S Extended Power Uprates, Executive Steering Committee Meeting, Saint Lucie &. Turkey P01nt,]une 23, 2009. 
16 Ibid., p. 12. 
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These individuals were selected and recruited from within FPL 
andJuly 25, 2009. 

At the July 25, 2009 ESC presentation, the llew EPU senior management team was introduced and 
the ESC was briefed in detail on the revised cost forecast. At this time, the forecast for PTN was 
revised upward by approximately $161 million from $749 million to $910 millioll.37 Similacly, the 
PSL foreOlst was revised upward by approximately $140 million from $656 million to $796 million.3S 

The slides which presented tlus information to the ESC noted that the "current budget" was being 
increased to the "current forecast.,,)9 Simultaneously, the ESC was advised that the May 1, 2009 
NCRC feasibility filing had been based on included the original 2008 cost forecast, and revised 
feasibility scenarios were presented based upon the current forecast as ofJuly 25, 2009.40 111ese 
revised feasibility scenarios confirmed the continued cost effectiveness of the EPU Projects. FPL 
has reported that the ESC assigned additional action items related to the revised forecast to tile EPU 
Project Management Team. l1lese action items included continued negotiations to reduce Bechtel's 
costs. 

Following the July 25, 2009 ESC meeting, _left the EPU Project and r~turned to FPL's 
Nuclear Projects Depattnlellt.41 

No ESC meeting was held in August 2009, but both EPU Projects produced a cash flow report. In 
the case of PTN. the Total Project Cash Aow report was not updated to reflect the revised forecast 
that had been presented to executive managClllent on July 25. 2009.42 In contrast, the PSL AnnuIII 
Project Cash Aow report was reviewed, the budget performance indicator was changed to red, and 
the total project cost summary presented on this report continued to be shown as "under review.'041 

2009 the NCRC hearings in TaUahassee began. Dllring these hearings the_ 
rt..."HH~'ri that should he be asked the same questions contained withi~ 

answers would remain the samc.44 

On September 9, 2009, the ESC was presented with a newly revised forecast that further increased 
the cost the EPU Projects by approximately $1041\11\1 total for botll sites.45 'This presentation stated 
that approximately 300/0 of the total project costs have "Iugh certai.l1ly!J4G 

At the October 22, 2009 ESC meeting, the ESC was advised that the current forecast for the 
projects was unchanged, but that the contingency had decreased by approximately $12 milliol1.~7 In 
addition. the AFUDC estimate was decreased by approximately $150 million to $200 million.4B A 
footnote in the presentation indicates the AFUDC was reduced to reflect FPL's pro-rata share of 

37 Extended Power Upeates, Project Update, Turkey Point,Jul)' 25,2009, p. 5. 

311 Extended Power Uptfttes, Project Update, Saint L\lcie,]ul), 25,2009, p. 8. 

19 Ibid., p. 11 DIu/Extended Power Upmtcs, Project Update, Turkey Point, July 25, 2009, p. 8. 


~O~. 
41 

41 10 :reject Cash FIO\v, PTN EPU Project 2009, August 2009. 

41 Annual Cash Flow, PSL EPU Projec~ 


~ Transcript ofDirect Examination of___September 8,2009, pp. 208-209. 

4} Extended Powee Upeates, Executive Steering Comm1ttee, St. Lucie and Turkey Point, September 9, 2009. 

46 Ibid., p. 9. 

~7 E.'l.tended Power Uprates, Executive Steering Comn\ittee, St. Lucie and Turkel' Point, October 22,2009. 

48 Ibid., p. G. 
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PSL Unit 2.49 Tbe remaining values shown in dus presentation are depicted as the full cost of the 
EPU Projects regardless of ownership. 

Also in October, PSL produced two different Annual Project Cash Flow Reports with different 
budget performance indicators and different total project cost summaries. 'The first of these reports 
is dated October 1, 2009.50 This report includes a red performance indicator and the total project 
cost summary is listed as "under review". TIle second report is dated October 2009. The budget 
performance indiC1ltoJ: in this report is listed as yellow and the total project cost summar}' is changed 
to $651 million.51 No one with whom Concentric spoke could explain the difference or the reason 
for the two reports. 

B. Kef Conclusions from Chronology 

Concentric has developed the following conclusions which are relevant to the tluee key questions 
noted in Section II to be relevant to the prudence of FPL's management decisiol1S and the two key 
questions related to the information deyelopment and distribution within FPL: 

• 	 'lbe original FPL and Shaw scoping studies provided dIe basis for FPL's decision to proceed 
with the EPU Projects in 2007. 

• 	 11Ic EPU senior project management was alerted to the potential for the forecast to increase as 
early as April 2008 through CR-2008-11443. 

• 	 'fhe EPU senior project management reviewed a pt-elinlinary, revised foreC1lst for PSL as early as 
December 2008 and a more refined version of tIus analysis in February 2009. 

• 	 TIle EPU senior management prepared the July 25,2009 ESC presentations with the intent of 
providing It detailed, line-br-line review of the changes to the forecast. 

• 	 As ofJuly 25, 2009, FPL believed the EPU Projects continued to be economic based on the 
revised forecast and projected incremental output. 

• 	 The ~s aware of and had assisted in the presentation of a revised cost 
estim~ managers on July 25,2009. 

V. FPVs Decision to Proceed with the EPUs 

In determining whether EPU Project costs were prudently incurred, the FL PSC w:ill be concerned 
with two items. First is whether the decision to proceed with the project was prudent based on the 
expected economic and other benefits to FPL's customers. That question is addressed below. 
Second, the FL PSC will be concelned with whether the EPU Project's costs were prudently 
incurred. TIus question is addressed in Section VI. 

The initial decision to ptoceed with the EPU Projects was made in August 2007 011 the basis of 
FPL's preliminary scoping analysis which predicted, at It high level, wluch plant components would 
require replacement or modification to support the increased output of the plants.s2 As was 

., Ibid.• 1>p, 6, 18. 

so AnnuI11 Cash Flow, PSL EPU Project. October I, 2009. 

SI Annual CAsh Flow, PSL EPU Project, Octobe~ 2OO!l. 

$2 Shaw Stone & Webster, Inc., Turkey Point Nuclear Plant, Balance pfplant, Extended ProW! Upmte ScQplng Stud)'. 


Febnla!)' 2008 (1fJd Shaw Stone & W/ebsttt, Inc., St Lucie Nudcu Plant, Balance of Plant, &rendcd Power Upute 
S_ng Study. February 2008. 
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necessarily the case, this work was completed absent any detailed design work. TIle infomlatioll 
presented ill this study was used as one component of a feasibility analysis which compared the 
operating cost of FPL's portfolio of generating resources with and without the EPU Projects.5! In 
addition to the estimated cost to complete the EPU Projects, this analysis relied upon the projected 
level of incremental output, the commercial operations dates of the EPU Projects nnd the duration 
of the outages. To the extent the resource portfolio that included the EPU Projects was projected 
to be cheaper to operate than the generating portfolio absent the EPU Projects, it was deemed the 
EPU Projects were in the best interest of FPL and its customers. Thus the question becomes would 
reporting of the revised forecast to FPL's Executive Management have materially affected the 
feasibility analysis and influenced Fl)L's executive management's decision to proceed with the EPU 
Projects in 2008 or again ill 2009? 

It would not be appropriate to assume FPL's executive management should have become aware of 
the revised cost estimate in December 2008. '111C estimate that was prepared at this time was 
preliminary in nature and warranted additional review by the EPU Project team to further align it to 
the EPU senior management's objectives for the EPU Projects. Virtually all interviewees agreed with 
tlus conclusion. 

It is Concentries conclusion that, at-best, awareness of a l'evised forecast could have been improved 
by five months. Concentric believes the five month timeframe is appropriate giyen the Februal')' 
2009 meeting between the EPU senior management and the PSL project team. As noted above. this 
meeting followed an itutial review of dle PSL cost estimate in December 2008. Following a 
conclusion as to how much awareness of the revised forecast could have improved in the l'best case 
scenario." Concentric evaluated whether this would have affected FPVs decision to proceed with 
tile EPU Projects. In this regard, it 1s important to note tliat roughly contemporaneous witll the 
revision to the cost estimate, FPL also learned that a higher level of incremental output may be 
produced by the EPU Projects. TIus additional output was the result of more detailed engineering 
whleh had been completed since the original scoping studies in 2007.5~ 

As noted above, FPJ}s decisioll to proceed witll the EPU Projects was based on an economic 
feasibility analysis which relied upon the expected incremental output of the facilities as well as the 
expected cost, among other items. Due to the increase in the projected output of the EPU Projects, 
the economic feasibilit}. analysis was not substantially affected by the tevjsed cost estimate. Indeed 
the July 25, 2009 ESC presentation for PSL indicates that, when both the higher· costs and greater 
output are considered. the EPU Projects continued to be economic. although approximately 14-590/0 
less so, as compared to the information submitted on May 1. 2009 to the FL PSc.S5 Advanced 
awareness of the increased cost estimate ill the best case scen~uio would not have altered FPL's 
decision to proceed witb tile El>U Projects. Further, Concentric notes that prudence is defIned by a 
range of reasonable actions, not b)' perfect or even sigtuficantly above average perfomlance. l1ms, 
EPU Senior Management did not act impl'lldently by presenting the revised forecast to the ESC itl 
Jul}, 2009 rather than February 2009. 

s' 	 Florida Power & Light Company's Petition to Determine Need for a..:pansion of ElectricRI Power Plants and for 
Exemption from Rule 25-22.082, F.A.C., Docket No. 070602-EI, September 17, 2007. 

}.I E.'(tended Power Uprate5, Project Update. 'l'urkey Point,]ul)' 25,2009 t1l11fExtetlded Power Uprates, Project Update, 
SPint Lucie,July 25, 2009. 

55 Extended Power Uprates. Project Update, Saint Lucie,July 25, 2009, Pg. 50. 
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VI. The Review and Approval ofEPU Costs in the NCRC 

Concentric's review of th~Letter has illustrated the distinction between the cost estimation 
process and the incurrence of specific costs. The former is the projection of future costs without 
the actual expenditure of company or customer dollars. The latter is more critical to the FL PSG's 
review and involves the acntal expenditure of company and customer dollars or the commitment to 
do so at It later date. 

The_ Letter indicates_ concerns are specific to the cost estimation process within 
the EPU Projects and more specif~e reporting of revised cost estimates to FPL's executive 
management and the FL PSC. Th~Letter does not identify any costs which are the result of 
an imprudent acti~CO!1centric confirmed this understanding of the~~etter during 
our interview with-.r 

Similarly, Concentric found no indications of costs that were the result of imprudent decisions or 
actions 011 the part of FPL's management. This conclusion was reinforced by all interviewees. 
When asked whether they were aware of any costs that should 110t be passed along, the unanimous 
answer was "no". Indeed_acknowledged during our interview dlat «the costs will be 
what d1ey [are]" and his concerns are related to \vhat information would be presented to the FL 
PSC. As a result, Concentric believes there are no costs which should be subject to disallowance by 
the FL PSC on the basis of impnldent decision-making. 

VII. The Flow of Information to the FL PSC 

A. Scope of Inquicy 

TIle chronology of C'\r ellts presented in Section IV of this report led Concentric to focus on the 2009 
NCRC proceedingsSG ill order to assess whether the information presented by FPL in those 
proceedings relating to the EPU cost estimates, schedule, and cost-effecthreness was accurate and 
consistent widl dlt'! standards expected for testimony before, and submissions made to, a regulatory 
agency. This includes ensuring that approved changes to dle project forecast were c1ead}' 
communicated to the FL PSC in a timely manner. 

TIlete were three separate sets of activities in dle 2009 NCRC proceedings in which information 
about the stattls of the EPU was presented: 1) pre-filing of testitnony, both direct and rebuttal. 2) 
production of documents and answering of interrogatories ill dle discovery processes, nnd 3) 
testimony at the hearings. In the 2009 NCRC proceedings, pre-fded testimon)' on these matters was 
submitted on May 1, 2009 (direct) and August 10, 2009 (rebuttal); documents were provided and 
interrogatories were responded to from January, 2009 through the hearing; the hearings on these 
issues were held on September 8, 2009.$7 Since an important clement of this .investigation has bee11 
abol1t the timeliness of internal and external infonnation flow, we have chosen to examine FPL's 
actions ill the dlree separate timefrnmes discussed above. 

S6 FL PSC Docket No. 090009-EI. 
57 Ibid. Pce-filed testimony was also filed on l\Jarch 2, 2009. That testimon)' related to 2008 costs. Given Concentric's 

conclusions in Section VT, the testimony is not lIdd.t:essed in this section. 
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B. Pre-filed Testimony 


FPL presented four witnesses in the 2009 NCRC proceedings on issues relating to the EPU: 


'I11e issues within the scope of this investigation, i.e., the cost to completion, schedule, and 
cost-effectiveness of the EPUs, were presented in direct testimony62, and the 
exhibits sponsored by him, and that information was us effectiveness analyses.G

) 

1'1'&. Reed's testimony related to nuclear project c011trols, procedures, policies, and practices, and the 
pl1Jdence of FPL's costs. He offered no the projected costs to completion or opinions 
011 the cost effectiveness of the EPUs. related to the accounting for FPL's 
incurred costs and the 2009-2010 projected costs. She did not offer any estimate of the projected 
costs to completion or opinions on the cost effectiveness of the EPUs. Therefore, our review has 
focllsed 011 the testimony and, to a lesser extent_ 

The pre-filed Direct 1'cstimony filed on May t, 2009 included the following 
sta temon ts: 

<The EPU Projetti tIIfprolJ1ssilJ!, 011 sthsdllk alld witbill bill/gel, to deliwr Ihe SIIbslalllia/ bmejits 
qfadditioJ/al III1c1eargf.lleraulIg Mparity 10 tl,stOllltll'S]i'011l FPL ~ {lXislillg SI. Vide (pSI,J III/iti 1 
& 2 cllld TIII-k~)' Poillt (PThT) Ullits 3 & 4 IIl1ckal'powerpltlltts. ,~j 

<There are 110 dJllIIges at this lillie 10 tbe 10ta/lloll.billdiJ'!, cosl IS/Hlltllf proJtided ill Mqy 2008 iiI 
Dockel 080009·EI. AI/d, as dWtollstmled I!)' F1'L Jpjtmss. Ibe IIprale proje~1 rOllthlllU to he 
cosl dflclblt whell rOl/pared to Ibe addilioll ofolflcrglllertlliOli a/tel7lalilJes. ",6 

<!Appmdb( 1 hldlldes Ibe TOR srbedflles tool t'lmpare Ihe Cllrl'l!llt projediolls to FPL1 oligil/al& 
flkd St. Vlcie tllldT1I1'k!J1 Poil/t cosls .•• At Ihis tillllJ FPL bas /lot idel/tifted til!)' /leed to l'd/lise 
the lotal lIoll-hilldhJg cosl estimale pr0l4ded last Mf!)' ill Docket 080009-EI. As JlJollid be 
expecled, tbe Comptll!J colltiltlles to clJ(1lJ1ate tbe costs associated with Ihis projecl. As aeliltities SIICO 

as jillal dl'!,limliltg al/aIY/f.s mid de.siglll auotintcd NRC mpJirelJleJIls tIIld mtillJI'SI (1I1d 
rOlls/nlt/iollPUI/lllit'!, art. mare t!tlt1JIJ' dtfillcd, the COl/pOI!)' JJ411111ake til!)' I/e(,fssao' nll/siollS to 'be 

58 	 Di.ccct Testimony , Docket No. 090009-ET, z..rar 1,2009. _eft the EPU Project 
juJul)" 2009, and 

.9 	 Direct Testimony 
60 	 Direct Testimony No. 090009-EI, May 1, 2009. 
~1 	 Dicect Testimony No. 090009-EI, May 1,2009. 
62 	 Direct Testimony Docket No. 090009·EI, May 1,2009. 
6) 	 Dicect Testimony No. 090009-EI, :May 1,2009. 
G4 	 Direct'restimony No. 090009-El, May 1,2009. 
65 	 Direct Testimony Docket No. 090009-EI, Ma)' 1,2009, p. 2. 
66 	 Ibid., pp. 2-3. 
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ori,gilJ(f1 cost min/till. Th, TOR schtdlll~.r pr(JPide Ihl best iJ!fOrnJ(lliolJ CJJmlll!J olJail"bllJ for the 
((}SII"if.'Ot'dI)' ptriqdthroll,gb 2010. 1~7 

The TOR (1'11.1C-Up to Origin.al) schedules include Schedule TOR-7. which was sponsored by. 
_ and which continued to rel}' on the cost estimate submitted in Docket 080009-EI. along 

with a restatement of the ca.Yeat that the Company continued to evaluate the costs of the project. 66 

As of May 1; 2009 (the date the premed testimony quoted ab0\1e was f.tled), the following eYents had 
transpired: 

• 	 A Condition Report (CR-2008-11443) dated 4/3/08 raised concerns about the 
vRlidity ~ the EPU cost estimate that was used ill Docket 070602-EI69 

and that__continued to llse in May 200910 

• 	 TIle PSL EPU trend .reports for August 2008 through November 2008 had raised 
concerns about substantial underestinlation of the PSL project costs7l 

• 	 011 NO\Tcmbcr 7, 2008, Bechtel informed FPL that its estimate of costs for the PTN 
EPUs had increased by $37 million; tlus higher value was used in the Bechtel 
contract 

• 	 III early December, 2008 the EPU's Project Controls Group identified that the May 

2008 cost estimate was likely to be too low given the Bechtel contract and cost 


• 	 A Condition Report dated 12/10/08 c011cluded that the resolution of the 4/3/08 

Condition Report was a~tunity..n 


• 	 On February 17, 2009,~ was presented with an anal}'sis prepared by 

Project Controls and the PSL site that their forecast for PSL was $129 million abmTe 

the May, 2008 estimltte1J 


• 	 Bl' March 26, 2009 the PTN site team had also concluded that the cost estimate 

should be raised abO\Tc the May 2008 estimate; a decision was made to 110t use the 

~t1late because it was considered "preliminary,,74 


• 	 ___participated in developing a presentation in late April/eatly May 2009 

informing the ESC that while Bechtel had estinlated lugher costs, the forecasts fot 

l'SL and PTN were unchanged from the :May 2008 estimates; the Projects' cost 

status is shown as Ugreell."1~ 


As shown b}' this chronology, the EPU's cost estimates were clearly in a state ofrapid flux b}' May 1. 
2009. \Vhllc there was moU1~o indicate that an upward revision to the cost estimate 
was likel}', as ofMa}' 1, 2009____had not reported such an increase to the ESC nor had 

d1 Ibid., p. 24. 

M Direct Testitnon)' of-...Docket No. 090009-EI. Exhibit 1, :Mlt)' 1,2009, p. 104. 

t.') F)oricla Power &. Ligh~tion to Determine Need for Expansion of Electrical Power Plants lind for 

Exemption from Rule 25-22.082, F.A.C., Docket No. 070602-EI, September 17,2007. . 
70 Extended POWCl: Upratcs, Project Update, nuke)? Point, July 25,2009 olltl Extended Power Up1'1ltes, Project Updll.tc, 

Sain~Lucie,]\lly 25, 2009. 
71 PSL Ttend Register 
72 CR 2008-37753, "Additiolllu Infonnation," December 10, 2008, p.l. 
7J Summaty C~l' 090217 Reviewed.xIs, "PSL EPU Project Total," Februll.ty 17.2009. 
74 Email from to 1U1Ot1yt11O\1S tecipient,IHru:ch 26, 2009. 
73 Extended PO'\\'U Uptates, xeClttl\"C Steering Committee 1\Jeeting, Saint Lucie & Tutke)· Point, Mlty 1,2009, p. 8. 
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an increase been approved. \'(!hat had reported to the ESC was consistent with what 
his Direct Testimony reported to Additionally, Schedule TOR-7 appropriately 
indicated the Company continued to evaluate the costs of the EPU Projects. 

C. lorerro.gntoty Responses and Production ofDocumcnts 

Concentric requested, received and reviewed all documents produced and interrogatory responses 
submitted by FPL in Docket 09OO09-E1 and pertaining to the EPU budget, schedule and cost 
effectiveness. OUf review led us to foUow up on one interrogatory response, submitted in response 
to Stafes Fifth Set, No. 53, for further analysis.76 TIus interrogatory response, which is attached as 
ExWbit 9, sought a listing of each analysis that FPL was offering to satisfy the requirements of 
Section 366.93(5) F.S., wluch requires an annual comparison of the budgeted and actual costs as 
compared to the estimated in-service cost of nuclear projects. The response, which was submitted 
on August 17, 2009, refers to Schedule TOR-7 wluch contains the Company's annual comparison of 
budgeted and actual cost. Schedule TOR-7 was submitted 011 Ma}. 1, 2009, and is described as a 
"snapshot" ofa continuous process.l1 

Between May 1,2009 and August "17, 2009, major changes were made to the forecast for the EPU 
Projects. On May 31,2009, the P1N El'U budget indicator was shown as red, indicating a serious 
challenge to meeting the existing budget.78 On June 3, 2009, Bechtel submitted a "P50" (mean 
value) for PTN that was $108 UUIliOll above the May, 2008 estimate.7~ On June 23, 
2009, advised the ESC of the Bechtel estimateSO

, and the ESC instructed him to 
··mle-IDV~J1tl~e·· updated forecast for the . at the next ESC meeting. 

Tlus updated was prepared at the direction several staff reportedly 
working seven days a week for a month and was presented to at an all-day, Saturday 
meeting on J~n the week leading up to that meeting, the EPU leadership team was 
replaced, ~lIld____was reassigned to a position outside of the EPU. although he activel}, 
participated in the July 25, 2009 presentation. TIlat presentation established new cost estimates for 
the EPU Projects which were approxi.rMte1y 21% higher than the May 2008 estinlates.81 Tllerefore. 
Schedule TOR-7, which is referred to but not attached to the respol1se to Staff 5-53, was out of date 
h}' August 17,2009. 

However, the interrogatory only asked for a lis/il'!, of the responsive analyses, not for FPL's current 
or updated analyses. Concentric views the response to Staff 5-53 as being accurate, reliable, and 
responsive, even though the document referred to was out-of-date. The respondent answered the 
question in a forthright fashion based on all of the information known to tIlls person at the time. 

i6 Resl,onse to Docket No. 090009·EI, StlIff's Fifth Set oflnterrogatories, Interrogatoty No. 53. 
i1 Ibid. 
" Toml Project ClIshflow, P1N EPU Project 2009, May 31, 2009. 

1~ Extended Power Upl'l1tes, Project Update, Turkey Point,july 25, 2009, pp. 25·26. 

&0 E..vended Power Upmtes, Executive SteeringCom.nUuee Meeting, Saint Lucie & Ttu:ke}' Point,june 23, 2009, p. 12. 

al Extended Power Uptates, Project Update, Turkey Point,july 25,2009 tUldExtended Power Upmtes, Project Update, 


Saint T.ucie.jul}' 25, 2009. 
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D. Testimony at Hearing 

As stated earlier, an~ appeared at the NCRC hearings on September 8, 2009. 
At the hearing, the following exchange took place betwee~and counsel for FPL82: 

BYAiR ANDERSON: 

Q. if I asktd)'011 Ihe Itllllt (jill/liONS ('fJlllPimd ill )'OUI' p,!plld direr.! t;lti/llol!J~ lII(J11id)'0111' 

allIwerl be th, sam,? 

A. Yes, Ibv III(}lIid hr. 

MR. ANDERSON: FPL flsks Ihot the pnflkd dkld lestill/0'!J lJf, illletild int.(J Ihe nCOI'd tiS 

tbollgb rtttd. 

The exchange with counsel had the effect of A!':!':t'rtliflO" that all of the statements in the pre-filed 
testimon}', and the exhibits sponsored remained truthful and accurate as of 
September 8, 2009. This sevet'al corrections to errata ill his 
pre-fded testimony, and updating to reflect his new title and responsibilities 
with FPL. 

As of September 8, 2OO~had participated in the development of highly detailed cost 
projections for the EPU ~ad prescnted these new estimates to several senior FPL and 
contractor personnel on July 25,2009,'" The new estimates for PSL were caveated as still being (fat 
the conceptualleveluu (as were the May, 2008 estimates'~ and the COl11mellt waS made that tIl.e full 
scope was still not known. However, the new values were clearly labeled as the f'Current Forecast:' 
and thc smtement was clearly made that the «Current Budget" (the May, 2008 values) was being 
increased to tlle nCurrent Forecast.,,86 The July 25, 2009 presentation offers an extensive 
perspective 011 the shortcomings of the May. 2008 estimates and the lessons that should be learned 
from dUs experience.'1 Concentric also notes dlat the ESC was e.,"plicitly advised that the new cost 
estimates were inconsistent with the May, 2008 and May, 2009 data that had been presented to the 
FL PSC and that several new economic feasibility nnalyses had been performed, whim updated 
those analyses that had been submitted to the FL PSC cleven weeks earHer!& The new feasibility 
analyses continued to show that the projects were beneficial to CLlstomers, although less so than in 
the May 1, 2009 fding.a, 

Based on the information presented above. Concentric has concluded tIlat by the time. 
_took the stand on September 8, 2009, tIle il1form~ on Schedule TOR-7. 
and the testimony related to it, was out-of-date. By tIlis time,---, had presented revised 

a2 TII1nscrlpt ofDirect Examination of.....Scptember 8, 2009, pp, 208·209. 

8~ I\leeting request for EPU Saturdn)' Se~, 8:00 AM to 3:30 PM. 

84 Extended Power Uprates, Project Update, Saint Lucie,July 25, 2009. 

85 Florida Power & Light Company's Petition to Determine Need for Expansion of Electrical Power Plants and fOJ: 


Exemption from Rule 25-22.082, P..A.C., Docket No. 070602-EI, September 17, 2007. 
86 Extended Power Uprates, Project Update, Turkey Point, July 25, 2009 nllff Extended Power UPIl1tes, l'roject Update, 

Saint Lucie,July 25, 2009. 

87 Ibid, pp. 38·40 and pp. 51-52, respectively. 

88 Extended Power Upl'ates, Project Update, Saint Lucie,Jul}' 25,2009, pp, 44·49. 

89 Ibid., p. 50. 
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cost estimates to the ESC, and the EPU Project management team had begun reL}ting on the revised 
cost estimate.s. Our opinion in this regard is also supported by the statements of nearly all of the 
EPU Project pasonnel we inte1viewed (other than the two EPU Project personnel that participated 
in the decision to not update the testimony). 

In 0\11' intel"View with him, the September 8, 2009 reaffIrmation of his pre­
filed testimon}' on dle grounds that the uly 25, 2009 cost estimates were prepared assuming dle 
validity of many unapproved scope changes and manpower estimates, and that dley were no better 
than a «guess" with little support. He also indicated that he does not recall any discussion with 
regard to whether the updated estimate should be presented to the FL PSC. 

Concentric agrees that the new cost estimates were based on only partially completed engineering 
and design information, and that they were still subject to revision liS new information became 
available. However, that is always the case with a constlUctioll program such as the EPU Project, 
and continues to be dIe case toda}', These facts do not support the continued use of information 
that was based 011 even earlier concepn1al designs and out-of-date manpower and material estimates 
and which did 110t take into account executed major contracts. TIle new estimates were the product 
of more than a dozen people working extended hours for a month and had been reviewed by every 
level of management in the EPU organization. TIley l'e£lected far more knowledge about the scope 
of the EPU Projects than had been used in the 2007-2008 Shaw scoping analysis, materials co~t 
estimates that were based on more recent data and manpower estimates that reflected the revised 
scope and loading estimates prepared by Bechtel. Most importantly, they were presented to the 
executives of FPL in charge of EPU go\'ernance (and who were responsible for approving budget 
changes for the projects) as the best "line-b},-line" estimates available at the time, were materiaUy 
different from the 2008 estimates, and have continued to serve as the reference point for all 
subsequent revisions to the cost estimates, including those that were submitted to the FL PSC in 
May 2010. In short, while the July 25,2009 and subsequent cost forecasts are and were preliminary, 
they represented the best information available at that time, were relied upon by FPL, and \vere 
more advanced that the 2007/2008 cost projections. 

The documents we have reviewed, and our intenriews, indicate that there was considerable 
uncertainty among the project staff in September 2009 as to whether Ule fiew cost estimates were 
approved or not, and internal reports were inconsistent in their use or non-usc of the updated 
forecast (see Section VIII for additional details). The EPU staff had experienced sig1lificant 
turnover and was also undergoing a major reorganization at that time, which appears to have 
conttibuted to the lack ofclarity 011 this point. 

Concentric's discussions with Company personnel have also indicated that the fact that the updated 
feasibility analyses presented to the ESC on July 25, 2009 confirmed that the projects still offered 
'"~l''lLJ''''''''' vnlue to customers may also have been a consideration in the decision to not update_ 

\V'hlle Concentric agrees that the new analyses conftrmed the conclusions in 
testimony, we believe that a $300 million, or 27%, increase ill the projected cost of 

!tCS,tllT10fll". 

the EPU Project should have been discussed in the Ihre testimony on September 8, 2009. 

Concenttic found no evidence to suggest that~n the cost effectiveness of 
the EPU Projects, had any knowledge that up~ presellted to the ESC. It is 
ou~ that he relied on the cost estimates provided on Schedule TOR-7, as sponsored 
by.._..and_was not in the EPU organization or the Nuclear Division of FPL. 
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VIII. 	 Recommendations for Improvements Related to the NCRC 

Concentric's investigation into tIus matter has produced the below recommendation for process 
improvement. TIlese recommendations are intended to improve the distribution of infotmarlon 
within FPL, the NCRC docket team and to the FL PSC. 

1. 	 Concentric l"ecommends that the process be changed in order to provide timely and ongoing 
information within the NCRC docket team throughout each NCRC review cycle. TIus will 
help to ensure that any updated information is fully discussed within the NCn.C docket team 
and pre\retlt future concerns related to flow of information to the FL PSc. Concentric has 
been informed that this change has already been implemented. 

2. 	 Similar to the recommendation above, FPL and the FL l)SC staff should revisit the issue of 
intra/inter-cycle dOCWllent production. The ongoing pl"oduction of a limited number ofkey 
project documents could ellhance the FL PSC staffs understanding of the projects and how 
they are de\reloping on all on-going basis. 

3. 	 TIle NCRC docket team has included and continues to include a numbel" of first time 
witnesses or witnesses with limited experience serving in tIus role. As a result, it is vitally 
important that FPVs Law and Regulatot}' Affairs Departments continue to provide explicit 
instruction and guidance to these individuals. It is om: understanding that the importance of 
updating one's pre-ftled testimony and exhibits is an explicit part of the witness training 
prog1'1ltll, which we believe should be conveyed through written instructions. 

4. 	 As part of our investigation Concentric reviewed the list of invitees to the ESC 
presentations. Noticeably absent from these lists of invitees in 2009 was a representative 
from FPL's Regulatory Affairs and Law Departments. Gh'en the importance and scale of 
the EPU Projects, and the alternati\re cost recovery treatment being afforded to these 
projects, a relatively sellior member of Regulatory Affairs Deparbnent should attend each 
future ESC presentation. It is our understanding that tllis change has recently been 
implemented. 

IX. 	 Information Development and Distribution within FPL 

The below discussion relates specifically to FPL's intemal distribution of EPU l)roject-related 
information and forecast. In Concentric's view, the below diSCl1sslon should not be misco1lstrued to 
determine the prudence of FPVs decision 1l1akitlg processes and therefore should not impact the 
recovery of costs through the NCRC. 

As described in Section IV, the initial EPU Project budget was established b)T the FPL and Shaw 
scoping studies in 2007 and early 2008. The EPU Projects also established a variety of project 
instructions which identified the process for addressing changes or risk to tlus initial forecnst. These 
Extended Power Uprate Project Instructions ("EPPls") were first developed in spring 2008 and 
were updated at various points in the project, including following the introduction of a !le\V seluor 
management team in July 2009. Concentric's review of the EPPl's have identified three which al"e 
relevant to the reporting of revisions to the cost estimates within FPL: 1) EPPI-300, EPU Project 
Change Control; 2) EPPI-320, Cost Estimating; 3) EPPI-340, EPU Project Risk Management 
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Program. For purposes of out review of these instructions, Concentric has segmented our review 
into the period preceding July 25, 2009 and that after July 25, 2009. 

A. Pte-Ju~' 25,2009 Infonnation Flow 

As early as April 2008. the EPU management team was made aware of conceJ.ns about the adequacy 
of the Shaw scoping analysis and associated budget. These concerns re-surfaced after the Bechtel 
contract was awarded in November 2008 and were brought to the attention of the EPU senior 
management in December 2008 and February 2009. By Februat}' 2009 the EPU Project Controls 
employees bad developed a revised cost estimate, albeit in preliminary form, that projected a $129 
million cost increase for PSL. 'TIle revised estimate was within 2% of the values presented to the 
ESC inJul)r 2009. Similar estimates had been developed for PlN by March 2009, but the EPU staff 
was directed to discontinue use of this estimate until management had re\riewed it further. 
Throughout late 2008 and the rust six months of 2009, Bechtel submitted several revisions to its 
cost estimates, all of which were substantially higher than its indicative bid and higher than the 
estimate developed as part of the Shaw scoping anal}rsis. 

These events followed the publication of EPPI-300 on :March 4. 2008. This project instruction 
established a formal process for identifying and tracking potential changes to the initial pl'Oject 
budget. EPPI-300 describes the purpose of the trend program as follows: 

"'nus document shall be \lsed for scope changes to Capital and O&M sub-projects 
within the EPU Project. Changes to the approved budget will be made using the 
approved Scope Change/Trend Notice form (SCN/TN) which shall become part of 
the budget records."?O 

TIlese potential changes were divided into scope changes (I.e., additional plant modifications) or 
trends (i.e., increased costs of completing approved scope). In order to ad,b'css a trend, EPPI-300 
dictates that the trend should be identified on a formal "Trend Register" and a SCN/TN should be 
completed to request changes to the project forecast. TIle SCN/TN wns then routed to the_ 
~or approvaL The process for addl'essing scope changes is similar, but requires addi=r' 

revlew of the potential scope change to ensure it is necessary for the EPU Projects. Once an 
SCN/TN is initiated, EPPI-300 requires the EPU Project Cost Engineer to establish a tracking 
number and the potentinl budget impact of the SCN/TN. TIle Project Scheduler.is responsible for 
indicating the potential schedule impact. Once this information is ndded to the SCN/TN, it is 
routed to the EPU Project team. member with the appropriate approval authority for the potential 
cost impact. Upon approval, the SCN/TN is supposed to be incorporated into the project budget 
and all future project reports.91 

Concentric requested the EPU Projects' Trend Registers and all SCN/TNs since January 1, 2008 
and reccived many, but not all, of the SCN/TNs prior to issuing our report. Based on our review of 
the Trend Register and SCN/TNs between January 1, 2008 and July 25, 2009 it would appear that 
the EPU Projects only partiall}' complied with this EPPI-300. For PSL, a detailed and 
conscientiously maintained Trend Register was maintained between summer 2008 and at least June 
2009. However, it appcru.'S that the process for re\Tiewing and approving trends was not 

!XI EPPI-300. Project Change Control, Pg 3, R.e\' 00. 

'1 Ibid at 4-6. 
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appropriately implemented at PSL. Many of the same trends were identified each month without 
resolution or incorporation into the budget. As an example, in nearly every month between August 
2008 and June 2009 a trend was noted with regard to the EPC budget. 11lese trend impacts ranged 
between $10 million and $140 million. 11le EPC budget was onl}' increased by $20 million during 
this period. Similarly, the PSL Project Team did not prepare SCN/1N forms for trends that were 
included on the trend register. For PTN, it would appear that the trend register was kept up to date 
during tIus period and some of the trends or scope changes were outstanding for several months. 

Finany, many potential scope changes or trends appear to have been captured on the Risk Register, 
wluch, as discussed below was not synchronized witll the project forecast, rather than the Trend 
Register. For example, the CR discussed in Section IV above, resulted in a "High Risk :Mitigation" 
plan, but does not appear to have been included on the trend register. 11ms potential scope cllanges 
or trends were not reflected within the forecast. Concentric also noted that prior to July 
25, 2009, the to identify a source of the funds on the SCN/TNs fot 
nearly every form. 

EPPI-320 provides the project instruction for cost estimating, including the development and 
inclusion of contingencies and the estimates to be used 011 the SCN/TNs described above. This 
instruction was established in March 2008 and remains in effect today. Specifically, tIus instruction 
states that "estimates should include project risks, uncertainties, and contingency. These should be 
documented along with the methods for determining the percentage of risk and the amount of 
money associated with the contingency." EPPI-320 also indicates that it is supplemental to the 
Nuclear Projects Department Instruction- 304 (''NPDI-304''). 

FPL has defined the cOlltingellcy as "an amount added to an estimate to allow for additional costs 
that experience shows willlikcly be required. This may be derived either through statistical analysis 
of past project costs, or by applying experience gained on similar projects.,,92 NPDI-304 provides 
additional guidance on the development of contingencies lind states: 

4.7.6. As a general nIle, conceptual estimates should have a 25-30% contingency, 
Level 1 or preliminary estimates should have 15-25% contingency and Le\'el 2 or 
defituthre estimates a 5-10% contingency. TIle exact percentage is determined on a 
case by case basis. 

The EPU Projects' cost estimates fit the criteria for a conceptual estimate in 2008 and appear to 
have adueved Level 1 status by the end of 2009. FPL's practice prior to July 25,2009 was to label 
the contingency as "Scope Not Defined", or "Scope Not Estimated." This line item, although it 
referenced the EPU Projects' risk matrices, was then used as a balancing variable to show a flat 
overall forecast trend and was not based upon project risk. As a result, the contingency was 
depleted month-by-month, the Risk Register was never synchronized with the project forecast and 
the EPU Projects no longer maintained a level of contingency that is consistent with FPL's 
guidelines. In other words, the EPU senior management used the initial contingency as an 
"allowance" that was to be llsed to meet increases in scope or cost rather than a value which reflects 
the risk remaining ill the project, including those identified by the Risk Registers. Tlus practice was 
acknowledged in the lessons leanled sections of the July 25, 2009 ESC presentations by the 
statements that n •••undefined scope depletion not dealt with in a timely fashion ...undefined scope 

n NPDI-304, Estimate Prcpal'Rtion, Pg 9, Rev O. 
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allowance used in establishing base contracts and work left little for emergent items or increased 
scope...must include undefined scope allowance based on Je,Tc1 ofrisk/progress on project!' 

EPPI-340 was first initiated in February 2008 and establishes a process to ensure that each 
"identified risk is recorded in a risk matrix, and evaluated for probability, consequence, cost, 
schedule and project impact" The process set forth within EPPI-340 does not include a clear link 
to the EPU Projects' forecasts, but ratber is an evaluatiol1 tool for determining tlle Je\,el of 
uncertainty remaining in the project. Illdeed, the July 25,2009 PSL ESC presentation states «current 
undefined scope allowance is not aligned to the risk matrix .. .looked at the project only from a high 
level risk." Because tlle EPU senior management used the contingency as a balancing variable to 
depict 11. flat forecast trend, the Risk Management Program was never used as prescdbed by EPPI­
340. At best, by early 2009, the risk registers became little more than a repository for project risks 
and with little or no connection to the EPU Projects' forecast. 

\Vith regard to tlle risk management process, the EPU's assessment of its own performance during 
this period, as presented to the ESC on July 25,2009, was that: 

• 	 It "underestimated the risk and costs associated with the fast track project," 
• 	 It «did not assess [the] capacity of [the] organization and costs," and 
• 	 "Early warning on cost overnms and undefined scope depletion were not dealt with in 11. 

timely manner!' 

Concentric concurs with tllese assessments, and notes that many of these issues have been remedied 
through changes in procedures and the organizational structure since July 25, 2009.91 

B. Post-July 25, 2Q09111formatioll Flow 

As part of its transition, the new EPU senior management team has undertaken a process to revise 
many of the EPPls to address many of the lessons learned that were identified in the Ju]y 25, 2009 
ESC presentations. As described below, dus process has included extenshre revisiolls to EPPIs-3oo 
and 340. 

With regard to EPPI-3oo, this instruction has undergone at least four rm'isions since July 2009 and 
has been updated to include more rigorous trend identification, to more clearly define the roles of 
each person involved with the trend program and to define the timeframes for review and approval 
of these forms. These rC\risions included II revision to the SCN/TN forms. TIlis revision changed 
the name of the form to explicitly lllclude forecast variations. Similarly, the SCN/TN forms being 
issued by the Project today dictate the source of the funds for each scope change or forecast 
variance. The options for these funds include: 1) No change to project budget; 2) Contingency; 3) 
Variance to approved budget; 4) Other. Nonetheless, the EPU Project continues to use the 
contingency allowance to fund scope changes, rather than maintaining the contingcncy at a le,'el that 
appropriately reflects the risk to the cost forecast. Concentric believes scope changes should be 
funded through a forecast variance to eliminate the use of contingency as a forecast balancing 
variable. Tlus is consistent with NPDI-304 which states the following: 

93 EPU lessons learned PPL from Apri1201O. 
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"Contingency usually does not include changes in scope, schedule or unforeseen 
major events such as strikes, tsunamis, hurricanes or earthquakes." 

Lastly, thc use of the trend program is improving with greater alignment between the Risk Register 
and the Trend Register. 

Concentric notes that issues of the project contingencies, risk register, ftnd the relationship of each 
to the cost projections are being addressed b}' the work soon to be completed by High Bridge. 
Furthermore, on May 1, 2010 FPL f1led an updated cost estimate range and feasibility analysis with 
dle FL PSC. TIlls updated cost estimate range included increased allowances for undefined scope 
and risk. It is our understanding that EPU mnnagement considers its current approach to be an 
interim solution until the High Bridge results have been received And reviewed, and that the High 
Bridge results will be used to compare against FPL's current cost estimate range. 

C. Conclusions Related to Flow ofInformation within FPL 

Concentric has concluded that dle EPU Project team did not adequately comply with its and FPL's 
published procedures for developing, estimating, approving, and tracking revisions to the cost 
estimates and/or budget prior to July 2009. It is clear that dle process required for releasing funds 
from the contingency was not followed, and that aU revisions to the cost estimates ha\'e not been 
tracked through the trend program. These facts have resulted in widespread confusion within the 
organization regarding what the current approved budget or cost forecast is at any point in time, 
who has to app.'O\Te changes to that budget or cost forecast, whedler there is a meaningful difference 
between the tams budget, cost estimate and cost forecast (all of which are used in differcnt standard 
reports), and how to measure and report variances from dIe budget/estimate/forecast. Many of 
these same points \vere acknowledged by EPU management in the lessons learned sections of the 
July 25) 2009 ESC presentations. Hcre the comments were made that "Individual Modification 
Budgets and Site Department budgets (wet.-e] not established., .did not use formal process such as 
Plant Re\riew Board to approve scope growth during design process prior to 01/01/09., .no fonl1al 
cost benefit was performed on design changes."9~ 

Finally, due in large part to the confusion discussed above, our review of the EPU's standard reports 
and presentations has made us aware of several reports dlat \verc issued with some incorrect or out­
of-date infomlation. These problems persisted after July 25, 2009 in dle Monthly Operating 
Reports (MOPRs). monthly cash flow reports, and ESC presentations. However, post-July 25, 2009, 
the correct and updated infomlation was available in the EPU Project's presentations to the ESC. 
We also received reports from individuals within FPL that documents they were responsible for 
preparing werc changed, after the originator had issued them, by someone else in the orgalllzation 
and often with no explanation as to wh}, the changes were made. In other instances, individuals 
were told to make changes by someone else within FPL. These accounts are difficult to verify, but 
they do not represent a single account or example. In addition, Concentric has received some 
docwnentation to corroborate dlese accounts, Some of dlese actions are attributed to mallagers that 
are no longer in the EPU organization, but they demonstrate the need for more definitive document 
control and ownership procedures. 
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X. Recommendations for Improvements Related to FPL's Internal Distribution of Cost 
Estimates 

Concentric's investigation into FPL's internal distribution of EPU Project-related Information 
produced the below list of recommendations for process improvements. Many of these 
recommendations are intended to improve the distribution of information within FPL, and the 
NCRC docket team. In certain of the recommendati011S listed below, Concentric has noted that 
changes to the EPU Projects since July 2009 may have already addressed these recommendations. 
In those instances, we are stating the recommendation to demonstrate that all of the issues raised in 
this report are being, or have been, adequately addressed. 

1. 	 To ensure that FPL and the EPU Project team should establish and implement el.l'licit 
report owners (by report). In addition, FPL and the El'U Project team should establish and 
implement an explicit report sign off or dissent procedure that is analogous to the "blue 
sheet" sign-off procedure used for infom'lation sourced from outside the business unit. In 
addition, the report sign-off and dissent process should include a link to a company program 
for anonymously notifying superiors in the event of a concern with project reporting. 

2. 	 To the extent that a performance indicator (e.g., green, yellow, red) relies upon a calculation 
in order to produce a particular indicator, tbe result of the underlying calculation should be 
reported along with the performance indicator (e.g., budget or forecast performance). By 
providing the result of the underlying calculation, a report preparer or reviewer can quickly 
identify any discrepancy between the performance .indicator and the calculation that 
produced that indicator. 

3. 	 FPL should consider changing the reporting relationship of the EPU Project COlltrols 
Director. While the change in reporting from the EPU Project Director to the Vice 
President of Power Uprate.in 2009 was a positive development, the reporting relationship of 
the EPU Project Controls Director may be improved by including either a solid or dotted 
line outside of the EPU Projects. Tlus could improve the independence of the Project 
Controls Director and his staff. Concentric notes that fitture, large scale projects could 
benefit from an independent project controls organization that incolporate best practices 
fr0111 across the organization. 

4. 	 FPI.!s current approach to establishing the EPU's contingency (Scope Not Defined) uses the 
contingency as the balancing variable to maintain the projects within their cost estimates. 
Tlus is not consistent with FPVs EPPI-300 or with sound project management practices. 
TIle contingency should be based on the level of uncertainty in the project, which is best 
captured through a probabilistic analysis of the cost estimate. Reductions in the contingency 
should not typically be used to fund scope changes, and the contingency should only be 
released jf the uncertainty associated with the project has declined. Concentric notes that the 
appropriate leyel of the contingency is an issue that is being addressed by High Bridge ill its 
current independent review of the project cost estimate. In addition, the EPU Project has 
established a revised cost estimate nmge which was used in the Company's feasibility analysis 
and provided to the FL PSC on May 1, 2010. The EPU Projects should establish a formal 
internal process to approve and communicate EPU budget, forecast or estimate changes on 
II total project basis each month (i.e., not annuaQ. TIlis process should include a distribution 
cllecklist to make certain all reports are updated consistently once a new budget, forecast or 
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estimate is approved. Concentric notes that EPPI-300 has been revised twice since July 
2009. lfimplemented thoroughly, these changes should address tlus recommendation. 

5. 	 To the extent CRs are utilized to document potential budget or cost estimate challenges, the 
CR closure processes should be re\rised to prevent the closure of a CR prior to the 
completion of a risk mitigation plan. In the alternative, risk mitigation plans can be tracked 
separatel}'. but must 110t be closed until each of the action items listed on the risk llutigation 
plan are completed. Additionally, the completion of all action items must be documented 
and those documents should be preserved in It centrallocatioll. Concentric notes that the 
EPU management team is already planning to address this change witlUll the EPU action 
item list. 

6. 	 FPL should continue to maintain EPU Project staffing as II high priority. A sufficient 
number of staff members are required to maintain adequate project cOlltroJ) including the 
updating and production of project reports. Throughout our investigation it was noted to 
Concentric that many within the orgaluzation were oyer whelmed with the amO\lllt of work 
that must be accomplished given the "fast-tracked" status of the project. At times, this may 
have contributed to the inconsistency or inaccuracy of certain project reports. 

7. 	 The EPU Project team should document the names of each ESC presentation attendee and 
maintain dUs list of attendees with the ESC Presentations. TIds will increase the overall 
trllnsparency into the EPU Projects and document that the proper level of oversight is being 
provided to the EPU Projects. 

8. 	 'TIle results of this investigation should be provided to the Corporate Responsibility Officer 
for use in improving employee confidence throughout the organization. Our !inuted sample 
ofinterviews indicates that there are, or have been, concerns about the unifonn adherence to 
the non-retaliation provision of the Code of Conduct. 

9. 	 Concentric suggests FPL institute a procedure for conducting organizational readiness 
assessments prior to commencing new complex, large-scale projects. TIllS procedure should 
include a documented review of the Project Plan to ensure that it adequately details how the 
projec:t is expected to evolve over time and ensure proper expectations related to 
performance reporting and measurement are communicated throughout the project teams. 
In addition, these assessments should include a detailed review of executive management's 
eA-pcctatiOllS regarding the development and updating of the project schedule, cost estimate, 
budgets and reports. 

10. 	 Concentric and the EPU Project management team should conduct an investigation close­
out meeting at the end of this investigation. TIlis meeting will review Concentric's fIDdings 
in tills investigatio1l. address management's response to those findings and discuss ways in 
which processes or procedures could be improved to prevent similar project challenges. 
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Febl'ual~Y 19,2010 

Mr. LeWJs Hay 
PJoddn Power IUld Light 
FPL Group Chairman ftJ\d CEO 
700 UnIverse Blvd. 
luno Boaob, FL 33408 

DOAr Mr. Hay: 

rain writing to YOII wJth my concerns about cost perfotmanco (n Nuoloot' ProJeots and Bxtended 
Power Uprato (EPU) In 2009. With tho exodus ofthe onth-o Sr. BPU Project Management Team, 
I nUl. belog olted os oue Ofmany I!lrgeml" fho fidluro otHPU In 2009. 

In May 2008 by. 
was Tftlf!II!I~t1_ Jwas toJd by tho 

would havo to assume tho B_Vros onslblllty 8S woll 
both posflloDS ",portlllg to • I hnd over 

100 Iloople (OOJIlraotol'8 reporthls to me (It flvo silos and a Corpom e co eot Controls 
iU • F Jul)' 2009, whloIlla whOll I Joft BPU, untlllafo November 200~ 1roported again to 

'. While roportln$ t~, ho toJdlno a number oftbnes he thought I WRStt.!o g 8 good job. During the II1~tb'-'ho took mo to dlnnor and expressed 
hIs nppreclatloll for my sUppoltwhlle wol'k'ng ~ 

In Illy l'Ovlow I am noo\lsed ofnot providing odequate"Jnformatlon or fOl'OO8sdng for both tho BPU 
Projeot RUd NuolOllr Projects In 2009. T<I my knowledgo tflerowa8 nevor 8mf\lor Issue \vlth a 

. 	 Montbly Vllrlanco Report or a Slto P~ett Status-Roport fot Nuolear l'J(lJeets. Ft'Om a Ptqfoot 
standpoint, All projoots wore on wsot or explained In varloRcos. I do not b"lltwo any olted Issues 
we~ nreslllt ofn ProJeot COlltrols shortcomIng. Fol' Pow~rUpmte, my Project COlltro's Team 
d~veloped omotlslvo proJeoHndleator8 /n Febnuuy of2~09 Rnd pattorned them after thoso used to 
support tho "Bfg DIS" BoslOn ArloI}', The:lo indloators inoluded Metrics. These 
Indloators were approved by the ProJeot Team and prosenfed Maroll 2009, 1110 
original htdloarors lire still on the BPU Shar~Pofntwebslte Tho rUIIOS offeclfng 
projoot potionoance for BPU wero the faot that triO BPU ProJoot Toams could \tot support update 
ofibo IndlCfttoJ'8 dUB to basellno reviews and soap" addUlons dud wore not previously 
Idontiflcd. TIIO wore OODtp/eted "y (hI) Sbaw Company and 
woro comml.sslolled by colUploted beforo tho Projeot. Thoso I 
estimates were Dot ndequalo oontinued ohansl.,g on whatNills to 
be Jllol\1ded and not inoluded bl tb060 esthrllrtes. As a ....crdtf'hMl\ Wll. 

estabUshed and oyorall Prqjoct performllnco WftS vory POOl'. 
complain about havins poor pOlfornltmco Indicators however os 
deliver a positive mossRBo lftbore was nono to deliver. The SllUflUOIl I'""lfi''',,.J1 
tbl'OlIgh tho sprIng of2009. ~'OjectMlUllIgel's find Bnglncora 
81', Managors would not aooopt the poor por.fbrm8nco mosslIges. 
told In Jato 2008 betbro J W/lS assl&nod to BPU Illat tho proJect4 were 
oontinuod to dollver thIs InossRge alollg \VUlt poor W"k1y porRlrmanco reviews. In July 
of2009, Sr. Manngomont decided rt waS time to Inibnn Bxeo\1(fvo Mllllngors otthe poor 
oondltlon ofBPU whlob proelplCeltcd tho l"opJaooment Oftll0 entire BPUProjoot Sr. ~ 
Team. My ProJllOt Contl'Ols group propared detailed rovlews (flat wero pR'sonted t~ 
llltotnll1ly200!> on Iho poorcondifioJI ofBPU. 
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tho cost ovorvt$W for PSL was: Orl&lnftl 
:J'I'J'5MM SIl~OWJI~1l anogativo variance of($1 ~9MM). For
;';;•••;.~Witth varianco 

numbers OiORtly show 1l0aatlvo To my theso 
numb_lmvo couthtuod fo women with tho now ProJe~t TOIUIl10 whero1btPTN snd PSt,1110 
'ream doss not haVOIt olear Jd~1l otwhllttho flnnl oosts wfU be. 

ram COIIC6rned about Jtow FPL wfU report thoso fmdlUg$aUbe upcoming PSC hearings, AllY 
informatioD from BPU olllN' than whloh was plvson1ed to Management last B\lmmOr will bo 1\ 
mftUlpit'alloll oitho trutb. Current teportl_ng £or.PTN' srld PSL do~ not conhlin lnforOlfttion 
showing thero Is BtlriOUIt troublo wlllt tbose Pr~ec1S. The troublo was enough to repJaoo fho onflro 
Sr. ProJ~'l'epln. 

Bnolosed with tllisloitor 81'0 tho presentfttlOlls given 1o-""stJuly. 
()urrentestlmftto8 for PTN and PSL, thoy wore stated ln~or 2009 as 

estiJna(os. the numbers 81'0 ill revIew. !!!!!I••IIi. 

till109 tho original 

My teIlm doJiv,red dl0 correcf messll80 to Sr. Mnnagement. Sr. Manfl8ClmMt cUd not want to· 
nceopt tbl) wessftgo. My FWIII EVAlulltlol1 tor 2009 Is tho only poor ow[uatfOJ) P'Vo ever had in 
nty ellllro OIl!eOr h8Vlng worked In ProJoot Controls for some 30 yotNl. My £Omlor poslClons 
boloro oomfu8 to F.PL \Veto wJla ARBS C'...ol.pornflons Burllngamo, CA wliero 1was PtoJoot 
Contro'. CcmsllltlllltIManflgOl'for NASA In "ollSton workIng wl'h tho Pi'Ogram MftIlRgOnlOnt 
DIvIsIon oftho 'nternatlonal Spaoo Shit/on. Also with ARBS, I was a Project Consullanrtbrthe 
DARHT ProJeot (Dunl Axis RftdlogmpJIir;J Hydrowat Paofllty) atLos A1nml?s National Laboratory 
wltore rW(fS PllrtofaProjeot Team tbat cftfl\od tbo DOB Bxcollonoo Award for Dofunso Systoms. 
For tho record, my Team. told fllO truth about tho BPU flnanolal condUlon find thllt truth did not 
meet PPL oxpectations. 

Plnnll)"l know this Iottor COJnes at R tim!> whon PPL'lftS ordered 1bo lnvost1sallon ofemplo)'oo 
OOnOeI'1l1l8tommblg from the Jan. 20111 and Fob. 4111 lefters. I am In no way assoolated wlCh tflO" 
letters. Ionly seok to ellpms myconcom "boutnpcomfng PBC bearings and my tlRJustitled 
negative ornployoo tovfow. I havo copJed my supervIsor olld human rosoUt"Ces. 

Thllllkyoll for fakillg tho flnto to road tills letter. I 

Co: 
Co: 

2 
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Exhibit 2: Engagement Letter 

(I 	 Rorid. P'ower" Light Compan" P. O. Box 14000. Juno Beaoh. fl. 3S48B-114211 
taw Depll1lllent 	 _ 

P:PL 

March 15. 20] 0 

lohn Reed 
ChlolBxecutive Offioor 
Concentric Energy Advisors 
293 Boston Post Road West 
SultoSOO 
Marlborough. Mk 01752 

Re: 	 Independent Investigation ofPobrulU')' 19.2010 Correspondenoe to Mr. Lewis Hay, FPL 
Group ChaIrman and CEO 

Dear Mr. Reed: 

The purpose ot this I~r Ii to request that your company conduct an Independent tactual 
investigation with respeot to the stalements and subject matrer contained In the roforoncecl 
coI11!$pOJ)dooee, a oopy of whloh Is attached. with the exception of matters ponainlng to the employee 
porfonnanoe review of the author of tbe corteSpondeJ1C&. 

. The engasement should be handJed 8ubJoot to the terms and conditions of the consulting services 
agreement amendment that applies' to your company's work for FPL through Decembor 31,2010, and 
b~lJ$d to FPL "pandol), from other work perl'onned under that amendment. 

Please diroot any.requests for support or information requIred to support your work to me. and 
report tilt results ofyour investigation to me. I would appreciate It I(you 'Would sJgn and return a OOPY of 
thf. fett(!r to mo acknowledging agreement t9 pertonn tho above-referenced 800PO of wode subject to the 
forms stated herein. 

Enclosure 

'ACCBPTEDASOp!&wl,5.201O 

811 fPl Group company 
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Exhibit 3: Previous Concentric Projects for FPL 

Project List for Florida Power and Light 

NAME START 
DATE 

DESCRIPTION 

FPL Regulatory Advisory 4/1/2005 Witness training to help FPL prepare for the 
cross- examination phase of their rate case 

FPL New Nuclear Filings 7/25/2007 Provided Florida Power & light Company with 
tegulato1Y support services and expert 
testimony associated with its Need Study f.tled 
wid} the Florida Public Service Commission 
and follow-on support as needed at the NRC 

FPL New Nuclear Cost 
Recovery Clause Filing 

4/12/2008 Prepared expert testimony on behalfofFPL to 
support the reasonableness of their project 
management, risk management and cost 
estimation practices. 

FPL Rate Proceedillgs 
Support/Benchmarking 

4/22/2008 Retained as a consulting expert in anticipation 
of possible future FPL rate proceedings 

FPL Renewable Portfolio 
Standard 

12/31/2008 Assisted FPL with an assessment ofvarious 
mechanisms that have been developed both 
nationall)' and internationally to promote 
rene\vable technologies 

FPL 2009 New Nuclear Cost 
Recovery Clause Piling 

1/1/2009 Prepared expert testimony on behalf ofFPL to 
support the reasonableness of their project 
management, risk management and cost 
estimation practices. 

FPL Securitizatioll TestimOll}T 1/15/2009 Provided testimony commenting on state 
issuance of securiti7..ation bonds for new nuclear 
plants. 

FP&L 2010 Nuclear Cost 
Recovery Clause Piling 

1/1/2010 Prepared expert tcstimol1}, on behalfof FPL to 
support the 1'eRsonableness of their poejct 
management, risk management, and ocst 
estimation practices. 
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2 emD!o"VeC$ or contractors 
IWO'IJIltI2 on the EPU or related projects who 

involuntarily terminated, reassigned or 
It...."d;p....,·tI between July 2008 nnd today. 
Itnc:ludtng a list of the reasons for each 
employee's or contractor's involuntary 
termination, reassigtmlent or transfer. This list 

include the l'e8sons for the inyoluntaty 

employee concerns or condition reports 
issued between July 2008 and today, and related 
to the EPU cost estimate or scllcdule, and all 

leaIOICt\'ee letters to FPL cmplo)'ees or Board 
Il.nl~mt)en expressing concern6 or allegations 
IpeJ:taiinirlg to the FPCS nuclear cost recovelJ 

management reports, or 
I,u,,.,,,,,,,,tlltin.,,c related to the EPU since 

28,2009. 

(Contractors) 

3/26/2010 

8 

9 

last page of tlus document includes a 
Id01cun~lent entitled "High Risk Mitigation Plan". 

document includes a Jist of 6 mitigation 
actions, responsibility for completing those 
actions and a due date for each action. "'auld it 

IPO:SSlble to find each of the documents that were 
IdevellODc~d in response to lnitigation actions and 
IdetefJtrlll:lewhen each mitigation action was 

regard to the attached 2009 DR response, 
it be possible to get the amounts that arc 

from the table on 2-3 
1\,;it.'\,;UJlau'Jn:; for all AFUDC amounts (i.e., -$350, 

$200 M1\'I, etc) prescnted to FPJ:s 

leXlecllltlVe management bct.ween ]allUltry 1't, 2009 

3/30/2010 

o 

/2010 
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Received 
/2010 

4/6/2010 

# 

4/6/2010 

the lessons learned documcnted in the July 25, 
Executive Steering Committee 

Inr'~;;l't1tlll'lnI1lll. These lessons learned can be 
found on pages 51-52 of the PTN presentation 

pages 38·40 of thc PSL presentation. TIlls is 
conftnllll.tion of a request gi\'en t~ 

corlbrlllwhethcr there was an August 
1.1.>"I;\...."I.l"'" Steering Committee 
Imc:eUlrl~/pr(:serlta[lOn. If there was, please 
Inrt)V1CII' n copy of the presentation or report 

the meeting. 

:leIllSltt'Vlty Analysis from February, 
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1. 	 Annual Cash Flow. PSI. EPU Project, August 1,2009 
2. 	 Annual Cash Flow, PSL EPU Project, October 1,2009 
3. 	 Annual Cash Flow, PSL EPU Project, October 2009 
4. 	 CR 2008-11443, April 3, 2008 
5. 	 CR 2008-37753, December 10, 2008 
6. 	 Direct Testimony of Docket No. 09OO09-EI, May 1,2009 
7. 	 Direct Testimony No. 090oo9-EI, Exhibit 1, May 1, 2009 
B. 	 Direct Testimony No. 090oo9-EI, May 1,2009 
9. 	 Direct Docket No. 090009-EI, Mil)' 1, 2009 
10. Email 	 March 2009: 
11. Email John Reed, Sam Eaton, 1'e: 

Samuel Eaton, Project 
Manager, da 

13. Engagement Letter from 
Febl1lllty 19, 2010 COl'respolldence 

John Reed, Re: Independent Investigation of 
Lewis Hay, FPL Group Chairman and CEO, 

:March 15,2010 
14. EPPI-300, Project Cbange Control, Rev 00 
15. EPU lessons learned PPL from April 2010 
16. Extended Power Uprates, Executive Steering Committee Meeting, Saint Lucie & Turkey 

Point, May 1,2009 
17. Extended Power Uprates, Executive Steering Committee Meeting, Saint Lucie 	& Turkey 

Point, June 23, 2009 
lB. 	Extended Power Uprates, Executive Steering Committee, St. Lucie and Turkey Point 

September 9, 2009 
19. Extended Power: Uprates, Executive Steering Committee, St. Lucie and Turkey Point, 

October 22, 2009 
20. Extended Po\ver Uprates, Executive Steering Committee, St. Lucie and Turkey Point, 

November 13,2009 
21. Extended Power Uprates, Project Update, Saint Lucie, July 25, 2009 
22. Extended Power Uprates, Project Update, Turkey Point, July 25, 2009 
23. FL PSC Docket OB0009-EI Tn Re: Nuclear Cost Recove1'Y Clause 
24. FL PSC Docket 090009-EI, In Re: Nuclear Cost Recovety Clause 
25. FL PSC Docket 10oo09-EI, FPL Notice ofIntent to Retain Patty Status, Janual}' 6, 2010 
26. Florida Power & light Company, Code of Business Conduct and Ethics, most recently 

revised October 16,2009 
27. Florida Power 	& Light Company's Petitioll for Approval of Nuclear Power Plant Cost 

Recovery Amount for the Period January - December 2010, May 1, 2009 
28. Florida Power & Light Company's Petition to Determine Need for Expansion of Electrical 

Power Plans and for R'{emption from Rule 25-22.082, F.A.C., Docket No. 070602-EI, 
September 17,2007 

29. Florida Public Service Commission, Order No. PSC-08-oo21-FOF-EI,January 7,2008 
30~etter 
31.~g request for EPU Saturda}T Session, July 25, 2009, 8:00 AM to 3:30 PM 
32. NPDI-304, Estimate Prepal'atioll, Rev 0 
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Exhibit 5: Documents Relied Upon 

33. PSL EPU Modification Scope Review dated June 16, 2009 
34. PTN EPU Scope Review dated June 2009 
35. Response to Docket No. 090009-EI, Staff's Fifth Set of Interrogatories, Intenogatory No. 

53 
36. Shaw Stone & Webster, Inc., St. Lucie Nuclear Plant,. Balance of Plant. Extended Power 

Upmte Scqpi.ng Study, February 2008 
37. Shaw StOlle & Webstet, Inc., Turkey Point Nuclear Plant. Balance qfPlant, Extended PO\vet 

upmte Scaping Study. February 200S 
3S. Summary Cash Flow EPU Total 090217 Reviewed.xls, uPSL EPU Ptoject Total," February 

17.2009 
39. Total Project Cash Flow, PTN EPU Project 2009, May 31, 2009 
40. Total Project Cash Flow. PlN EPU Project 2009. August 2009 
41. Total Project Cash flow, PlN EPU November 2009 
42. Transcript of Djtect Examination September S, 2009 
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Exhibh 6: ~etter, InterUneated 

February 19. 2010 

Mr. Lewis Hay 
Florida Power and Light 
FPL Group ChaimuUl and CEO 
700 Universe Blvd. 
Juno Beach, FL 33408 

Dear Mr. Hay: 

I am writing to you with my concerns about cost perfonnance in Nuclear Projects and Extended 
Power Upl'ste (BPU) ill 2009. With the exodus ofthe entire Sr. EPU Project Management Team, J 
anl being cited as one ofntallY targets in the failure ofBPU in 2009. 

May 2008 by. 
relc,aS~'d. I was told by the 

I would have to assume the ~ity as well 
as my current alluary both positions reporting t~. I had over 
100 people (contractors and FPL) reporting to me at five sites and a COlporate Project Controls
.From July 2009, which is when I left BPU, until November 2009, [ reported again to 


•While reporting to'" he told me a number of times he thought I was 
oing a good job. During the th~for_ he took me to dinner and expressed 


his appreciation for my support while working for him. 

f!!!
In my review I am accused ofnot providing adequate infonnation or forecasting for both the BPU 
Project and Nuclear Projects ill 2009. 

Concentric has found no reason to dispute any of the assertions above. Concentric's 
scope of work does not Include any issues related to the employee's performance 
appraisal. It is our understanding that FPL has independently initiated corrective 
action regarding_review. See Section I of the report. 

To my knowledge there was never a major issue with a Monthly Variance Report or a Site Project 
Status Report for Nuclear Projects. From a Project standpoint, all projects were on target or 
explained in variances. I do not believe any cited issues were a result ofa Project Controls 
shortcoming. For Power Uprate, my Project Controls Team developed extensive project 
indicators in Febnlary of2009 and patterned them after those used to support the "Big Dig" 
Boston Artery. These indicators included Earned Value Metrics. These indicators were approved 
by the Project Team and presented to_inMarch 2009. The original indicators are still 
on the EPU SharePoint website for you to VIew. The issues effecting project performance for 
BPU were tile fact that the EPU Project Teams could not support update of the indicators due to 
continuing baseline reviews and scope additions that were not previously identified. 

Concentric generally concurs with these assertions; while we raise concerns regarding 
certaIn procedures within the Project Controls group, we do not believe that the EPU's 
Project Controls personnel or work product is or has been deficient. Concentric agrees 
that prior to July, 2009 the ongoing baseline reviews and scope additIons were the 
princIpal drivers of cost uncertainty. See Section IVof the report. 
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The scoping study an~re completed by the Shaw Company and were 
commissioned by the---..r.llld completed before I joined the Project. 

Concentric note: Shaw's scoplng estimates were completed in February 2008 .• 
_Joined FPL in May 2008 and the EPU Project in January 2009. 

These estimates were not adequate and Sr. Management continued changing philosophy on what 
was to be included and not included in these estimates. As a res~ect baseline 
established and overall Project performance was very poor. The.._._would 
complain about having poor performance indicators bowever as Project Controls, we could not 
deliver a positive message ifthere was none to deliver. The situation continued to worsen 
through the spring of2009. Project MSll8gers and Engineers were not cOlTecting issues and the 
Sr. Managers would not accept the poor perfonnance messages. 

With the benefit of hindsight, it is clear that the Shaw analysis did not include all of 
the scope required for the uprates; however, Concentric has not developed an 
opinIon as to whether it was reliable or adequate when it was prepared. Concentric 
did find evidence of concerns with the study's completeness shortly after It was 
prepared (see Report Sect/on IV) and of frequent scope changes throughout the 
history of the EPU project. We view these scope changes as the predictable result 
of more detailed engineering analyses, which were the principal cause of the poor 
performance indicators. 

Our interviews provided credIble evidence that prior to July, 2009 EPU senior project 
management was slow to respond when presented with revIsed cost forecasts and 
concerns about the reliability of the Shaw study. See Report Section VIII. 

The 
were in trouble. 

was told in late 2008 before I was assigned to EPU that the projects 

able to confirm through the course of its interviews, that the_ 
was alerted to the potential for increased cost estimates at PSL & 

PTN in late 2008. In addition, Concentric noted and reviewed two PSL Condition 
Reports from 2008 which Indicated the potential for additional scope and cost 
challenges. See Section IV of the report. 

My Team continued to deliver this message along with poor weekly performance reviews. 
Fiual1y, in July of2009, Sr. Management decided it was time to inform Executive Managers of 
the poor condition ofEPU which precipitated the replacement of the entire EPU Project Sr. 
Management Team. 

Concentric has confirmed that the Project Controls group continued to present EPU 
senior management with documented concerns about the project's cost forecast in 
the first few months of 2009 (see Section IV of the report) This information, after 
being briefly raised in the June, 2009 ESC meeting, was presented in detail to the 
ESC In July, 2009. It is also Concentric's understanding that during the time period 
between June and July 2009, executive management made the decision to change 
much of the EPU senior project management. 
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My Project Controls group prepared detailed reviews that were presented t~ate ill 
July 2009 on the poor condition ofEPU. 

The July 25, 2009 ESC presentations presented detailed cost reviews. Concentric's 
Interviews confirmed the attendance 

~ofthereport. 
.. 

Bechtel, amongst 

At the time, the cost overview for PSL was: Original Budget S656MM, Current Forecast 
$795MM showing a negative variance of ($ 139MM). For PTN: Original Budget was S749MM, 
Current Forecast S909MM \vith a negative variance of(S160MM). 

Concentric has confirmed these values. See Section IVof the report. 

For PBN: Original Budget was S357MM, Current Forecast $497MM with a negative variance of 
(S140MM). These numbers clearly show the gravity ofEPU negative perfonnance. To my 
knowledge, these numbers have continued to worsen with the new Project Team to where for 
PTN and PSL, the Team does not have a clear idea ofwhat the final costs will be. 

Concentric's scope of work focused on the Florida EPU projects. not Point Beach in 
Wisconsin. Following the July 25, 2009 ESC presentations, the EPU project team 
has reported additional cost ascalatlon at PTN & PSL In ESC presentations. The 
forecast as of December 2009 was $831 MM for PSL and $1012 MM for PTN. The 
current forecast for both PTN &PSL remain under review pending a third party cost 
analysis for PTN U3. See Report Section VIII. 

I am concerned about how FPL will report these findings at the upcoming PSC hearings. Auy 
information from EPU other than which was presented to Management last summer wiU be a 
manipulation of the truth, Current reporting for PTN and PSL does not contain infonnation 
sbowiI;lg there is serious trouble with these Projects. The trouble was enough to replace the entire 
Sr. Project Team. 
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Enclosed with this letter are the presentations given to _lastJuly. 1fyo11 investigate 

current estimates for PTN and PSL, they were stated in November 2009 as being the original 

Shaw estimates. Currently the numbers are ill review. 


stated that his concerns about reporting to the PSC were generated by 
review of the November PSL Annual Project Cash Flow and PTN Total Project 

Cash Flow reports. Concentric has reviewed the reports cited by _ and 
has determined that he is correct that they Incorrectly relied upon the orIgInal need 
determination cost estimates. These inaccuracies were corrected on a going forward 
basis prior to this investigation commenclng._ did not seem aware of the 
post..July 2009 ESC presentations or the revised cost forecast presented therein. 
Concentric has confirmed that the correct information about the post..July 2009 
status of the cost estimates, including the July ESC presentations attached 

_ to his letter, was provided by FPL to the PSC staff as part of its review for the 
2010 NCRC. See Section IV of the report. 

For PBN, the estimate was slated in December 2009 as being $552MM and currently I believe it 
is over S600MM. That's almost 2 times the original Shaw budget estimate. 

My team delivered the correct message to Sr. Management. Sr. Management did not want to 
accept the message. My Final Evaluation for 2009 is the only poor evaluation rve ever l1ad ill 
my entire career having worked in Project Controls for some 30 years. My fonner positions 
before coming to FPL were with ARES Corporation, Burlingame, CA where I was Project 
Controls ConsuItantIManager for NASA in Houston working with the Program Management 
Division ofthe International Space Station. Also witb ARES, I was a Project Consultant fOl'the 
DARBT Project (Dual Axis Radiographic Hydratest Facility) at Los Alamos National Laboratory 
where I was part ofa Project Team that earned the DOE Excellence award for Defense Systems. 
For the record, my Team told the tmtll about the EPU financial condition and that tmth did not 
meet FPL expectations. 

Finally. I know this letter comes at a time when FPL has ordered the investigation ofemployee 
concerns stemming from the Jan. 20th and Feb. 4th letters. I am in no way associated with those 
letters. I only seek to express my concern about upcoming PSC hearings and my unjustified 
negative employee review. I have copied my supervisor and human resources. 

Thank you for taking the time to read this letter. 

Cc: 
Cc: 
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Sam Eaton 

From: 

Sent: 

To: 

Cc: 

Subject: 


Importance: High .. 

In my opinion, my relationship wlth'--'s becoming Increasingly strained. I don't feel J have a success path 
to developing a professional relatio~hat can benefit FPL. He has been cordial In public but In the one-on­
one closed door "touch base" session we had yesterday he continued to tell me how dlssatlsfJed he Is with my 
performance. He has not put me on a formal A-PIP that I'm aware of (as I discussed with you) however, he has given me 
exercises (with that makes me suspect he thInks he's established me In the program. I 
feel, especially with departure yesterday, that I am the next target for elimination from_ 
organizatIon. He me In he does not Intend being fIred as his predecessors for poor performance and he 
will not let a few "stupid" people affect his management effectiveness. 

Ifeel It's time for me to develop an exit strategy from FPL I need to discuss this with you at our next meeting since Istill 
have financial commitments from when I was hired. I need to minimize my financial exposure In leavIng the company. 
Also, as a part of my own profeSSional attitude, I want to make sure there is an adequate turnover for someone chosen 
to be my successor. 

Thank you In advance for your help with this and I look for to speaking with you soon. Hopefully we can have this 
discussion early next week. 

1 
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2/08 
IShaw Seoping S~dies complet~d for PTN&PSI..· BOP Seoping Studies for PTN & 

2/2008 
CR 2008·11443 initiated: "EPU Project Feasibility 
Study may not blwe capture~ of 
modifications nccessaJ:}' " ,";_.__ CR 2008-11443 
notified; High Risk Mitigation Plan developed; no 

found in file,
~;;;..:.:....:..:-;::: 

5/08 dated Februaty 19, 

8/08 

9/08 

10/15/08 

11/08 

11/7/08 

!---,--;-:-:-::-=--,
11 

based on Bechtel indicative .u<>rNtlln-

PSL EPC trend \Vo~d increase ~ 
to $138 ~{Mwuh the note ___ 

Forecast", 
costs for PlN EPU now forecast to be 

"1"",,,,,,,,,,,.,""8, $225~ in 

PSL project controls potential cost over· 

7/25/09 ESC Briefing, P1N, p, 26 

Trend Register 

Trend Register 

PSL Trend Register 

7/25/09 ESC Briefing. PlN, p. 26 

Trend Register 

run following aW81u ofBechtel EPC agreement. I ' 
£ 'd d EPU' . ntervlewjPrelifl'lin.aqr orecast pro"l e to seruor project 

CR 2008-37753 initiated: l>sL EPU should have 
Change Management PL'm d~Teloped and 
documented; CR 2008-11443 raised issue but was 
closed with no additional activity traced; "missed 

1/1/09 dated February 19, 
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2/09 

2/17/09 

2/28/09 

3/2009 

3/26/09 

4/30/09 

EPC trend would increase budget from $95 
M:M to $234 :M1vI with note "Forecast based upon al 
data received from Bechtel to date-additional PSL Trend Register 
clat:ification will follow with agreements on target 

II 

-----~ 
j 

asked to remoye preliminary forecast 
from PlN EPU Site Monthly Cost Report and to 

Iret)lac:e the preliminary forecast with the original 
determination forecast until the prelinili.,: 

forecast is more certain. Interviews indicate. 
not satisfied with this outcome. 

t date ofdocuments typically proyided to FL 
Internal Controls auditors. 
EPC trend would increase EPC budget from 

IUV.1YllY'U..u"Y CASHFI...oW EPU TOTAL 

Trend Register 

$95 :M1vI to $235 MlYI with note lIForecast based 
PSL Trend Register5/09 

upon all data recehrcd from Bechtel to date-

Additional efforts to reduce forecast. If 

ESC advised that Bechtel estimate is greater than 

bid; cost forecasts for PSI., ($682MM) and PlN 


5/09 ($770lvIM) remain unchanged; cost indicat01'S for 5/09 ESC Briefing, pp. 3, 4, 27, 28 
are all green; cost indicators for P1N are mixccl 

resigns Interview; EPU_Movement Out of EPU
5/1/09 

Since 2009.X1S 
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5/1/09 

5/1/09 

5/31/09 

Late May 09 

6/09 

6/09 

6/09 

PTN 'fotal Project Cash Flow Report includes red 
perfonnance indicator for budget forecast. Notcs: 
IiCost status 1s based 011 the current approyed 
Project funding. Status will be reset upon apptO'\Tal 
of additional fund as applicable." Total Project Cost 

ISn,mITIAfV listed as $747 1·1M. 
on PlN & PSL cost forecast begins 

..UIlU'......,l., 2-3 weeks of intensive review ofPBN 

upon all data r~ceived from Bechtel to Date­
I.ddltiO'nalEfforts Underway to Reduce Forecast-" 

P'IN Total Project Cash Flow Report includes red 
performance indicator for budget forecast. Notes: 
"Cost status is based on the current approved 
Project funding. Statlls will be reset upon approyal 
ofadditional fund as applicable. Total Project Cost 

1.'H.<IIlIl,Hn·listed as S745MM. 

Pre-Filed Direct Testimony 0_
Pg 2, Appendix T, Pg. 104 

Annual Cash Flow Report, 5/'1 

Total Project Cash Flow Report, 
5/31/2009 

Trend Register 

PTN Total Project Cash Flow Report. 
6/2009 

EPU Scope Review. June 2009 
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Exhibit 8: Chronology 

6/1/09 

6/3/09 

6/17/09 

6/23/09 

7/09 

1/1/09 

Annual Cash Flow Report includes yellow 
IpeJ~lOlma't1Ce ind.i~tor for budget forecast. Notes: 
"Cost status is based on the current approved 

funding. Detail forecast at Completion is 
IUn.oeJ:wav." Total Project Cost Summary listed as 

Bechtel submits P50 forecast for PTN EPC costs at 

PSL Annual Cash Flow Report, 6/1/2009 

$333.6:M:M VS. $225.2IvlM in 5/08 scoping analysis. 7/25/09 ESC Briefing, PTN, p. 26 

EPU Modifi~tion Scope Re\riew. 
Ke1cornm:ellc:ied deleting U1 exciter rewind, No.5 
feedwater heater, repowering condcnsate pump C. 

1/09 PSL EPU :Modification Scope 
purchase ofone circulating water pump rotating Review 
assembling and refurbishment of others, and DEB 
constant pressure pumps from EPU scope. Jjmited 

controls 
advised that Bechtel estimate is greater than 

indicative bid. but that PSL and PTN cost estimates 

remain unchanged at $682MM and $770MM; SNE 6/23/09 ESC B " Ii 3 4 
(contingency) has declined from S182lvlM to .tIe ing. pp. , 

$14:M:M for PSI. and from $2041vIM: to $28M,M for 

Total Project Cash Flow Report includes red 
Ipelrtolma:llce indicator for budget forecnst. Notcs: 

stRnlS is based on the CUttent approycd 
Project funding. Status will be reset upon approval 
ofadditional f\lnd as appli~ble. Total Project Cost 
;"u"m,<I'-" listed as $145MM. 
Bechtel submits 1'50 cost for PTN 

$331.3MM vs. S225.2.MM in 5/08 scoping 

Annual Cash Flow Report includes yellow 
performance indicator for budget forecast. Notes: 
"Cost status is based on the current approved 

fimdillg. Detail forecast at Completion is 
underway." Total Project Cost Summary listed as 
"In Review". 

I .................... reduces P50 cost forecast for PTN to 

estllrulte. 

Total Project Cash Flow Report. 
/2009 

/25/09 ESC Briefing, PTN. p. 26 

PSL Annual Cash Flow Report, 7/1/2009 

dated February 19, 

ESC Briefmg, PSL, p.B 

1/1/09 

1/14/09 

7/20/09 

7/20/09 

7/25/09 
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·····;DATE ····:,·.::.;:;:i:~.·<.:::>·(·,:~;: ;;.;:\/i::.l3;~N1:;~·?<'::.::>... i::;:\ .•'•• 'SOURCE \,.:<> :;:;;:>', :;·;~:;/;:~:';:l;':;:';:'" .. 
ESC advised that Needs filing is based on $651MM 

PSL cost estimate "~So current estimate of$796141vl; 


7/25/09 ESC also infomled that CVPRR is still highly 7/25/09 ESC Briefing, PSL, pp. 44, 50 

Iposithre. 
ESC briefed dlat PIN 3&4 uprates are now targeted 
to hlwe LAR submittals delayed by 10 months, 
outage durations targeted have increased by 112 to 

7/25/09 160 days, and in-scn>1ce dates have slipped b}' 1 7/25/09 ESC Briefing, I)IN, p. 3 
month (U-3) and 2 months (U-4); while outage 

durations are to be approved b},.longer 

durations have been included ill business model. 


ESC briefed that current cost estimates for PIN 

EPU have increased by 21.4% from $749.2h1JM to 


7/25/09 ESC Briefing, PIN, p. 5 7/25/09 
•$909.7M1v!; risk register not synclltOnized widl cost 

. estimate, a1ld carries EV of$147. tMM. 

P1N Total Project Cash Flow Report includes green 

performance indicator for budget forecast. Notes: 

"Cost status is based on the euttent approved 
 PIN Total Project Cash Flow Report,

8/2009 
Project funding. Status will be reset upon approval 8/2009 

ofadditional funds as applicable. II Total Project 

Cost Summary changed to $750lvlM'. 

PSL Annual Project Cash Flow Report includes red 

perfonnance indicator for budget forecast. Notes: 

"Cost status is based on current approved project 
 PSL Annual Project Cash Flow Report,

8/1/09 
funding. Detail Forecast at Completion is 8/1/2009 
utlderway.1i Tot.'ll Project Cost Summary remains 
"under 1·eviewli

•1-----­
FPL answers Staff Jntetl"Ogatory 3-53 with reference 

to Schedule TOR-7. Sta tes "dle cost to complete 

each project is subject to constant consideration and 

revision, and will be subject to continuolls al1alysis 


Staff Interrogato1Y 3-53. 8/17/09 
until each project is placed 1n setVice. For the 
reporting obligations described above, FPL takes a 
"snapshot" of this contintlOUS process at a particular 
point in time." 
PIN Total Project Cash Flow Report includes 
yellow performance indicator for budget forecast. 
Notes: "Cost status is based 011 the current PIN Total Project Cash Flow Report,

9/2009 
appro,red Project funding. Status will be reset upon 9/2009 

appro\ral of additional funds as applicable. II Total 

Project Cost Summal1r .remains $750MM. 
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PSL Annual Project Cash Flow Report includes red 


performance indicator for budget forecast. Notes: 

ttCost status is based 011 current approved project 
 PSL Total Project Cash Flow Report,


9/1/09 
funding. Detail Forecast at Completion is 9/2009 


IUll,de.t:wal'." Total Project Cost Summary remains 

"under ,.""..,,",.' 


PSC Hearings ill TaUahassee. FL. 

confirms that the same answers contained within his 


HI"rtt'nnir transcript of hearing in Docket 
pre-filed direct testimony would be given today if he lI'\nl'\I'\''''9/8/09 

IV7VV\J7-.L:.1.. Vol 2, l>g 209 
Was asked the same questions. 

ESC advised that cost estimate has increased by 

$1441fM (St.SSB vs. $t.71B) since last ESC briefing 


weeks earlier; PSL is now at $831.2lvnvI and PlN 
 9/9/09 ESC B . fit 4 99/9/09 at $10191vIM; risk and contingency components rte Ig, p. , 
have supplanted scope not defined as budget 

are two PSL October 2009 Annual Project 


Flow Reports with different budget 

Iperfo,nnall(:e indicators. PSL Annual Project Cash 


Report includes red performance indicator for 

forecast: Notes: "Cost status is based on 

current approved project fUl1ding. Detail Forecast 
Completion is underway." Total Project Cost Annual Project Cash Flow Report, 

10/1/09 Summary remains "under review". TIle second PSL /2009, PSI... Ammal Project Cash 

Project Cash Flow Report includes }'ellow Flow Report, 10/2009 


Ipe:rtclmllan,ee indicator in one and red in another. 

Notes: "Preliminal}, engineering analyses ate 

identifying additional project scope. Engineering is 

evaluating options and budget impacts." Total 

Project Summary is changed to $6S11fM. 


Total Project Cash Flow Report includes 

perfonnance indicator for budget forecast. 


Total Project Cost Summary,
10/09 Notes: "PreliminalY engineering analysis are 

10/2009.
indentif}>ing ndditional project scope. II Total Project 

Cost remains $750MlvI. 

ESC advised dlat cost forecast is unchanged at 

$1.843B; contingency (balancing VlIriable) has 

decreased by $1~1; AFUDC estimatc has beCll 


,....,"''';;" dowJlwards by $200:MM, and now reflects
10/22/09 10/22/09 ESC BrieflOg. p. 3 

only FPL share (all other costs presented are full 

plant cost); total EPU cost estimate at $2.078B, with 

transmission and AFUDC; cost per k\"{' is roughly 

same as needs fill 
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10/22/09 

11/2009 

11/13/09 

11/13/09 ESC Briefing. pp. 40, 41; 
-11/13/09 

notes. 

PTN Total Project Cash Flow and PSL
12/09 

nnual Cash Flow Reports, 12/2009 

IIntel,i1if'~"': EPU_Movement ofout EPU 
12/5/09 

. Project Sillce July 2009.XIS . 

FPL Purchase Order 00127777,12/8/09 
estinlate of PTN U3. 

ESC with tables for PSL and where 

project cost summary shows 5/08 estimates, not 

current estu.nates. and budget forecast indicator is 

mistakenly shown as )rellow, not red. However, in 

balance of the report, the current cost forecast is 


given tables for PSL and PTN where "Total 

. eet Cost Smrunaty" ~ses o~~IS/08 cost 10/22/09 ESC Briefin. .30,31; 
cstltrultes not current esumates; mdicator for budget " g pp 
is yellow, but should have been red per report 
owner. 
Pm Project Cash Flow and PSL Annual 
C1'Ish Flow Reports include yellow performance 
11n(l1C~ltor for budget performance and the Total 
IPr,Qiei~t Cost Sununades are the originalS/OB Need 

values. 
ESC advised that cost forecast remruns unchanged 
at $1.843B; cOlltitlgency has beelll'educed by 

7}'{M. 
presented with tables fol' PSL and PTN whel'e 

total project cost shown is 5/08 estimate, not 
current estimate; budget forecast indicator is shown 

yellow, but should have been red per report 

mtervlew notes 

Total Project Cash Flow and PSL 
Cash Flow Reports, 11/2009 

11/13/09 ESC Briefing, p. 3 

rugh Bridge Associates retained to provide 3rd 

12/28/09 ESC Bl1cfing, pp. 2, 5, 8. 13, 
12/28/09 $1.843B; cost contingency category bas been 

18,19
eliminated and "scope not definedll r'SND") has 
been rc-cstabJishedj SND has decreased by 9'T"t.un.n.L,1 

Support ofPoint Beach is placing additional strain 
on PSL and PTN resources; LAR anal),sis is driving 

1/15/10 1/15/10 ESC Briefing 

1/21/10 

1l1Cfeas(~d by $10.1:t.-lli1, with 

risk register. 3/4/10, changes tab 

2/8/10 risk l'egister, 3/4/10. changes tab 

Page 7 oE8 

ICDR 8_3 Supplemental CONFIDENTIAL 011443 

-~- ..... ----- ­



FPL 152944 
CONFIDENTIAL NCR-I0 

CONFIDENTIAL 
Exhibit 8: Chronology 

2/23/10 

2/23/10 

2/23/10 

3/1/10 

3/29/10 

4/8/10 

P1N Main Steam Pressure Drop 
and Reduce Turbine Inlet Pressure 

states "no significant change in total 1/tO~pdate, pp. 19-22 
risk cost" 

r.uu........."" High Bridge Associates believes FNM may 
be undenralued. PSL annual budget performance 
indicator 

indicates LAR reevaluation mRy 
1f'P,'I1I1'.. addition of check value to mitigate PlN 

/t~Update,p.19 

steam pressure drop. Cost increase is listed as /8/10.-vpdate. pp. 3,21 
I.J>J1VJ.j"l. Risk register is updated with $19.1M.M of 
WC11l1lU:U risk costs include $5MM for main steam 

3/4/10 

3/22/10 

rusk register for PIN increased b)' $427~1Nr. due 
primarily to potential for increased staffmg; equal 
reduction in contingency. l)roject is working to P1N risk register, 3/4/10, changes tab 
complete 29 pre-outnge modifications to expedite 

Concentric's receipt o_letter dated 
2010. 

pdates indicated $30.2MlvI added to risk 
1.1."1("><'''''' for P1N main steam pressure Joss recovery. 
IAddlt1C)nal $28lvIM & $91vfM added to risk register 

additionRl P1N Field Non MRtlual ("FNM") to" Update, pp. 3, 13-14, 32 
Isnt>Dortand startup and testing. Update later 
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Florida Power & LIght Company 
Docket No. 090009.£1 
StaW's Fifth Set of InterrogatorIes 
Interrogatory No. 63 
Page 1 of1 

Q. 
Section 366.93(5) F.s., states: The utility shall report to the conunission annually the budgeted 
and actual costs as compared to the estimated inservice cost of the nuclear or integrated 
gasification combined cycle power plant provided by the utility pursuant to s. 403.519(4). until 
the conunercial operation of the nuclear or integrated gasification combined cycle power plant. 
The utility shall provide such information on an annual basis following the final order by the 
cOllunission approving the detelminatioll of need for the nuclear or integrated gasification 
combined cycle power plant, with the understanding that some costs may be higher than 
estimated and other costs may be lower. 

Please provide a listing of each analysis you believe is contemplated by Section 366.93(5) F.S. 
and should be included in a utility'S annual NCRC filings. Include in your response estimates of 
the cost and time required to prepare each listed analysis. 

A. 
Section 366.93(5) requires the aIUmal repol1ing of tile actual and budgeted costs to complete the 
project as compared to the estimated in service cost provided pursuant to 403.519(4), F.S. FPL 
provides this infonnation in Page 464 of the annual FERC Fonn 1 filing. It is FPVs 
ttnderstanding that the FPSC developed Page 464 (co11tained within the FPSC section of FERC 
Fonn 1) to satisfy the requirement of this statute. AdditionalIy, FPL includes this information as 
pa11 of its Nuclear Cost Recovery filing as TOR-7. These filings satisfy the requirement of 
Section 366.93(5). 

The cost to complete each project is subject to COllstmlt consideration and revision, mId will be 
subject to continuous analysis until each project is placed in service. For the reporting 
obligations described above, FPL takes a "snapshot" of this continuous process at a particular 
point in time. This is a data gathering exercise which utilizes the output of existing processes 
that would be performed regardless of this reporting requirement. It takes professionals 
throughout the FPL organization several weeks of work to gather and prepare this information. 
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June 21, 2010 

I have completed a review of the report entitled _nvestigatlon 
Report" prepared by Concentric Energy Advisors (CEA). While I agree with many 
of the recommendations, there Is one area of the report In particular that I believe 
warrants clarification: the assertion In section 0 that "a 300M. or 27% increase in 
the projected cost of the [Extended Power Uprate] project should have been 
discussed In the live testimony of Sept. 8. 2009." On the surface. the timellne 
presented seems to support this as a reasonable conclusion. However. the 
Investigative report does not reflect the series of discussions that occurred 
between various members of executive management between the time of the 
award of the Engineering, Procurement, and Construotlon (EPC) contract to 
Bechtel Power Corporatlon (Bechtel) and the Florida Public Service Commission 
(FPSC) hearing on EPU project cost recovery In September 2009. 

In summary, It was well known' that Bechtel has a reputation for taking 
narrow views of contracts, excluding legitimate scope, and generally being 
difficult to work with after having won a bid as the low cost bidder. Indeed, FPL 
Group had previous experience with this type of business practice on the Marcus 
Hook project several years before awarding the EPU EPC contract to Bechtel. 
Prior to awarding the EPU EPC contract, senior FPL management had extensive 
discussions on this point, and were prepared to "push back" If and when we 
observed the pattern. Not surprisingly, following the contract award Bechtel In 
late 2008 and through the winter of 2009. FPL began to receive forecasts for 
both Turkey Point and St. Lucie that reflected Significant Increases In costs for 
the projects. While there was acknowledgement that as detailed engineering 
proceeded, there would be additional scope, and therefore cost, there were also 
indications that there were opportunities to eliminate scope and reduce costs as 
welf. that simply were not being acted upon. The Interactions between FPL and 
the major vendors on the EPU project continued during the first half on 2009 with 
little progress made on reducing costa, with the major focus being on Bechtel. 

This culminated in the July 25, 2009 meeting dlsoussed In the CEA report. 
During that meeting. which Included FPl executive management (including 
myself) and Bechtel executive management, along with staff from both 
organizations, there was a principal focus on cost. During the meeting. there was 
an acknowledgement that there were, in fact, opportunities to eliminate costs that 
had not been acted upon, and some anecdotal examples were discussed. In 
summary, the meeting ended with Bechtel agreeing at FPl's request to dedicate 
resources in conjunction with FPL to identify and eliminate unnecessary cost., 
Including duplfcatlve overhead. It was agreed that the team would report its 
results following completion to FPL EPU management, which In turn would be 
provided to FPL executive management. 
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The CEA repoIt asserts that the new estimates developed after the .EPC 
contract award to Bechtel were more. reflective of current cost projections and 
should have been discussed in September 2009 at the FPSC hearings. While it 
is true that more was known about the ultimate scope in September 2009, the 
Bechtel cost projections had not been fully vetted or chalfengE3d by FPL, incfuding 
executive management, at that time. In fact, Bechtel had. already agreed during 
the July 25 meeting that opportunities existed to reduce scope and cost. 
Bechtel's track record at managing costs was not good and FPL had an 
obligation to fully understand and challenge each and every cost increase, line by 
line, before agreeing to the increased projections. This work had not been 
completed as of September 2009. 

From my perspective. as of September 2.009, Bechtel projected coats 
during the period of time in question were not fully validated, and the projections 
were not ripe for presentation to the FPSC knowing that more work remained to 
be completed. Therefore, I disagree with the assertion in the CEA report that 
FPL shol,Jfd have updated the project cost estimate during the September 2009 
hearings· before the FPSC. 
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June 21. 2010 

I have reviewed the_Investigation Report prepared by Concentric Energy 
Advisors (eEA). In my view, the CEA Report provides only a limited perspective from a 
project controls standpoint. The CEA is because it does not nrnllT,n.. 

~ctive as the 
_articularly in the Illl'".S,enflp.mlbel' 

perspeotive. 

In the summer of2009, I had concerns about the total BPU project cost forecast. 

• 	 Fu'St. the scope of the project was continuing to change based 011 the progress of 
the engineering analysis required to support the Nuclear Regulatory Commission 
(NRC) license amendment requests (LAR) and the design engineering that was 
just begInning. As a point of comparison~ at tlus time (one year later), only one 
LAR for one of the four FPL units has been submitted to NRC and design 
engineering is only approximately 13 percent complete. 

• 	 Second, the more significant drIver causing the project controls organization to 
forecast a bigher cost to EPU senior management was information provided by 
Bechtel Power Corporation (Bechtel) in regards to their forecast of the necessary 
resources to staff, manage, and implement the uprates. At this time, senior FPL 
management had significant concelnS about the accuracy of the Bechtel forecast. 

The EPU senior management team reported to the Executive Steering Committee 
(ESC) that it had evaluated what it would cost to self~pelfol'ln the uprate for a given site 
and compared this estimate to the Bechtel forecast. The EPU senior management team 
determined that the Bechtel estimate was significantly higher in comparison. This 
position taken by the EPU management team was the catalyst for the detailed review 
cOllducted and presented to the ESC on July 25~ 2009. During that meeting it was evident 
that Bechtel senior management and EPU senior management were very far apart on the 
resources required based on the CUlTent scope, to engineer, procure, and implement the 
EPU projects. Senior management considered the Bechtel position to be a Clno risk" 
proposition for Bechtel and, accordingly. believed the Bechtel estimate to be 
unreasonably conserva.tive. As a result, senior management did not accept Bechtel's 
position and the lUgher forecast. 

FPL senior management then directed the BPU management team to take a 
number of actions, including potential removal of Bechtel from all or a portion of the 
project~ consideration ofother engineering, procurement, and construction (BPC) vendors 
to perform all or part of the work; and pursuit of a strategy to resolve the delta between 
FPL and Bechtel. FPL senior management also reemphasized its expectation that the 
EPU team was to continue to challenge the scope ofthe project. 

During August~September 2009, the EPU management team's priorities were to 
reorganize the EPU project team· and structure, conduct an orderly transition~ and 
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evaluate options to leverage the Company's position relative to Bechtel. During this timet 
my direct reports and I initiated a number of activities. One initiative was the engagement 
of URSlWashington Group (URS) 8S to their availability and capability in regards to 
EPUs. URS wanted to know if FPL intended to terminate Bechtel's role in the project. 
The EPU management team told URS that although FPL was not happy with Bechtel, no 
conclusions had been reached with regard to staying with Bechtel, switching to self­
perform all or part of the work, or switching to a different EPC contractor in whole or in 
part. 

I requested and received a proposal from URS as to the scope and cost for an 
independent estimate for tbe EPU project. At this same time the EPU senior team 
reviewed the capabHity of a number of independent organizations that could provide a 
"bottom up" cost estimate 'and risk analysis for major projects. The purpose was to bring 
a mnge to the project estimate, quantifY the risk, and validate and or leverage the Bechtel 
input into the total project estimate. III parallel with the aforementioned activities, the 
EPU management team was working with Bechtel to eliminate any redundancy and 
identify opportunities to streamline the project to reduce the Bechtel estimate. Ultimately, 
the optlon of changing vendors was eliminated due to a number of factors (e.g., 
demobilization and start-up costs, schedule impacts, organizational distractions). 

Given 1ms factual backdrop, when reading the eEA report it should be considered 
that during September and October 2009. there was activity ongoing to review, challenge) 
and consider alte1'llatives to Bechtel's project cost forecastt and to develop alternatives to 
Bechtel as the BPC contractor. 
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