BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Nuclear cost recovery clause. DOCKET NO. 100009-EI
ORDER NO. PSC-10-0542-CFO-EI

ISSUED: August 23, 2010

ORDER GRANITING REVISED CONFIDENTIALITY REQUEST BY
FLORIDA POWER & LIGHT COMPANY (DOCUMENT NO. 06975-10)

On August 17, 2010, Florida Power & Light Company (FPL) filed responses to staff’s
Seventh Set of Interrogatories (Document No. 06789-10) and Staff’s Fourth Request for
Production of Documents (Document No. 06790-10). Included in those responses were an
employee complaint letter filed in response to Production of Document Request Number 21 and
an investigative report regarding that letter filed in Response to Production of Document Request
Number 25. Discussion of the letter and report were contained in Commission staff’s audit
report attached as Exhibit FR-1 to the pre-filed joint testimony of Commission staff witnesses
Lynn Fisher and David Rich. At the time of filing those responses to staff’s discovery, FPL filed
its Notice of Intent to Claim Confidential classification of portions of those responses and
responsive documents.

On August 2, 2010, Order No. PSC-10-0482-PCO-EI was issued setting a Confidentiality
Evidentiary Hearing for August 20, 2010, to consider confidentiality requests for all testimony
and hearing exhibits that are to be used during the Nuclear Cost Recovery Hearing (main
hearing). Pursuant to that Order, staff filed its list of issues to be considered at the August 20,
2010 Confidentiality Evidentiary Hearing. Included in its list of issues for that hearing was
FPL’s response to staff’s discovery and to the Concentric Report.

During the Confidentiality Evidentiary Hearing, FPL stated that it withdrew its request
for the confidential treatment of the FPL employee complaint letter, except for FPL employee
names and positions. On August 23, 2020, FPL filed with the Commission Clerk the revised
confidential document with FPL and FPL Group' employee names and titles highlighted to
remain confidential (Document No. 06975-10). FPL asserted that the highlighted information is
proprietary confidential business information within the meaning of Section 366.093(3), Florida
Statutes (F.S.). FPL argued at the Confidentiality Evidentiary Hearing that the FPL employee
names and positions should be kept confidential to protect FPL’s competitive interests, since
revealing names of FPL employees would impair FPL’s ability to hire and retain certain highly-
skilled individuals. FPL stated that FPL employee names and titles as they appear in the FPL
employee complaint letter, are intended to be and are kept confidential by FPL. FPL also filed a
revised redacted version of the FPL employee complaint letter (Document No. 06977-10). A
copy of the revised redacted FPL employee complaint letter is attached to this Order as
Attachment A.

! The Prehearing Officer takes exception to FPL’s claim of confidentiality regarding the name of a FPL Group
Corporate Officer as redacted in the FPL employee complaint letter.




ORDER NO. PSC-10-0542-CF0-EI
DOCKET NO. 100009-EI
PAGE 2

Based on the foregoing, I find that the redacted information in the attached FPL
employee complaint letter, with the exception noted in Footnote 1 to this Order, meets the
requirements of Section 366.093(3), F.S. All prior requests for confidentiality of the FPL
employee complaint letter are superseded by FPL’s filing of Attachment A and are deemed
withdrawn.

Pursuant to Section 366.093(4), F.S., the information for which confidential classification
is granted herein shall remain protected from disclosure for a period of 18 months from the date
of issuance of this Order. At the conclusion of the 18-month period, the confidential information
will no longer be exempt from Section 119.07(1), F.S., unless FPL or another affected person
shows, and the Commission finds, that the records continue to contain proprietary confidential
business information.

Based on the foregoing, it is

ORDERED by Commissioner Nathan A. Skop, as Prehearing Officer, that Florida Power
& Light Company’s Request for Confidential Classification of Document No. 06975-10, as
shown in Attachment A to this Order, is granted except as noted in Footnote 1. It is further

ORDERED that the information in Document No. 06975-10 for which confidential
classification has been granted shall remain protected from disclosure for a period of 18 months
from the date of issuance of this Order. It is further

ORDERED that this Order shall be the only notification by the Commission to the parties
of the date of declassification of the materials discussed herein.

By ORDER of Commissioner Nathan A. Skop, as Prehearing Officer, this 23rd day of
August , 2010

NP _O. W
NATHAN A. SKOPN
Commissioner and Prehearing Officer

(SEAL)

LCB
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW

The Florida Public Service Commission is required by Section 120.569(1), Florida
Statutes, to notify parties of any administrative hearing or judicial review of Commission orders
that is available under Sections 120.57 or 120.68, Florida Statutes, as well as the procedures and
time limits that apply. This notice should not be construed to mean all requests for an
administrative hearing or judicial review will be granted or result in the relief sought.

Mediation may be available on a case-by-case basis. If mediation is conducted, it does
not affect a substantially interested person's right to a hearing.

Any party adversely affected by this order, which is preliminary, procedural or
intermediate in nature, may request: (1) reconsideration within 10 days pursuant to Rule 25-
22.0376, Florida Administrative Code; or (2) judicial review by the Florida Supreme Court, in
the case of an electric, gas or telephone utility, or the First District Court of Appeal, in the case
of a water or wastewater utility. A motion for reconsideration shall be filed with the Office of
Commission Clerk, in the form prescribed by Rule 25-22.0376, Florida Administrative Code.
Judicial review of a preliminary, procedural or intermediate ruling or order is available if review
of the final action will not provide an adequate remedy. Such review may be requested from the
appropriate court, as described above, pursuant to Rule 9.100, Florida Rules of Appellate
Procedure.
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Executive Summary

This report is the result of an approximately two month long investigation undertaken by Concentric
Energy Advisors at the request of Florida Power & Light's Law Depattment. Our investigation was
triggered by a letter that was sent to FPL Group’s CEO from

within the nuclear division of FPL. This letter made sever oS g to senior
mansgement’s pecformance regarding the cost estimation and project controls functions of the
Company’s Extcended Power Uprate projects, and raised concerns about the timeliness and refiability
of VPL’s internal and external reporting of EPU-related information,

Our investigation has focused on two separste sets of issues stemming from the letter and our
subsequent information gathering process: 1) whether FPL's decision to continue pursuing che
EPU Project in 2009 was prudent, and whether the costs that bave been incurred for this project
were gll prudently incutred, and 2) what policies, procedures or practices within FPL’s EPU Project
may need to be revised or reinforced to address the concerns raised in this letter.

Onur investigation has included 13 intervicws and the review, ot re-review, of thousands of pages of
documentation produced by the EPU Project in 2008, 2009, and 2010, We have concluded that:

1. FPL’s decision to continuc pursuing the EPU Project in 2009 was prudent and was expected
to be beneficial to FPL’s customers; FPL properdy considered an updated cost estimate in its
updated feasibility analysis in July 2009, which reinforced the conclusion that significant
benefits were expected frons the Project.

2. All of FPL'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 avuilable ar that time; FPL is currently taking steps that
Concentric believes will address this concem for the future,

4. The EPU Project management did not consistently follow certain procedures that were
intended to govern this project in 2009; in addition, the Project’s senior management in the
first half of 2009 was slow to respond to cancerns that were mised regarding the Project’s
cost estimates; these issues ate currently being addressed by the senior management team
that was installed in the second half of 2009.

5. FPL should consider taking certain actions that are discussed in the body of this report to
strengthen the Project Controls organization and to better ensure compliance with existing

procedures,

ICDR 8.3 Supplemental CONFIDENTIAL 011400
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I Introduction

. ‘ Letter ’), an

: - ' pany ( FPL7).!

“cost Imfocmanon in Nuclear Projects and thmded

'ower Uprate in 2009” and allegntions related to the seporting of this performance to FPL’s
executive management and the Florida Public Setvice Commission (“FL PSC™)

emplo

Concentric Energy Advisors, Inc (“Concentric”) was provided an eectronic copy of this letter by
FPL’s Law and Regulatory Affaits Departments on Match 10, 2020. A copy of the letter is attached
a8 Bxhibit 1. Following initial discussions between Concentric and FPL, Concentric was retained by
FPL's Law Department on March 15, 2010 to conduct an independent fnvestigation of the clzims
and mattees set forth in the Latter? A copy of Concmtxu:’s mgagement letter is included as
Exhibit 2. Pugsusnt to Concentric’s engagement b Conceatdc is g dire )

Law Department, and specifically td
All data requests were sent directly to
Concentric's findings and recommendations in

Concentric’s investigation of the allegations taised In Letter explicitly excluded matters
related to the performance review q and all other human resousces related matters.
Concentric understands that these matters are being and will continue to be handled internally by
FPL’s Hurman Resources Depactment.

The remainder of our report is organized into cight sections. Section II presents 2 summary of
Concentric’s wotk that was used to perform this investigation. Section I11 includes a summary
tesponse to Letter, including reference to an intedineated copy of thcq::vt::;
Section TV presents a chronology of key events related to the Letter occui

Janusry 2008 and March 2010. Section V reviews Concentric’s fin related to FPLs decision to
proceed with the Extended Power Uprate Projects at the Company’s St. Lucie ("PSL”} and Turkey
Point {“PTN") Nuclear Power plants {BPU Projects”). As discussed Rurther in this section,
Concentric has focused its attention in this matter on the nuclear units in Florida due to the state
regulatory structure.  Section VI reviews the implications of the Letter and Concentric’s
ifrvestigation of FPL's activitles in the Nuclear Cost Recovery Clause C") dockets in 2008 and
20092 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 found in Section VIL. Similacly, # review of the flow of
information within FPL can be found in Section VIII. Finally, & review of Concentric’s findings and
specific recommendations can be found in Scction IX. These recommendations should be read in
conjunction with the pre-filed direct testimony of Mt. John J. Reed, filed with the Florida Public
Service Commission on March 1* and May 3% in Docket 100009-EL

! titde ax of the is
2 Letter from to John tion of Februzsy 19, 2010
cosrespondence to Mr. Chaimmsn and CIIO, March 15, 2010,
3 nmmmm&m&,hk NuclenCastRewmy
Page1of 23
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IL Concentric Overview and Workplan

Concentric is & management and economic consulting firm based in Matlborough, MA. Concentric
has previously been retained by FPL to provide reglatory support on a variety of matters including
testimony before the FL PSC. A list of Concentric’s prior wotk fot FPL is provided in Exhibit 3.
Concentric’s work plan for this investigation is provided below.

A. QOverview of Scope

Concentric’s scope of work regarding the investigation of allegations contained in thc- lettes
included z factual review of the events between August 2007 and March 31, 2010, Concentric then

¢ to determine how this set of events supported or contradicted the allegations contined in
thefiig letter and affected the distribution of information within FPL and to the FL PSC. Finally
we have provided our recommendations for improvements that will help prevent similar issues from
occuring in the future .

As outlined below, the assertions outlined in the Letter largely fall within two categoties: 1)
the prudence of FPL's actions and the distribution of information to the PL PSC and; 2) the interual
distribution of EPU Project-related information.

B. Souzces of information

Concentric’s investigation into this matter relied upon two primary pathways for information. First,
Concentric submitted a number of requests for documentstion to FPL in order to deepen our
knowledge of the allegations set forth in meq:ttet and to independently confirm details
provided to us in the interviews described below. A log of Concentric’s document requests can be

found in Exhibit 4.

Concentric also requested and conducted 13 separate interviews. Eight of Concentric’s interviews
were conducted in person at the offices of FPL o at an off-site location, depending on the location
of the interviewee. The remaining five interviews were conducted via telephone. Al of
Concentric’s interviews occurred between the weeks of Maech 15 and April 12, Concentric selected
specific individuals to be interviewed based upon the allegations contained in the tter, our
prior interviews, and Concentric’s understanding of the EPU Project organization. Concentric
considers the names of the individuals we interviewed to be confidential. Prior to beginning each
interview, Concentric reviewed the FPL Code of Business Conduct and Hthics (the “Code’) with
each interviewee. This review included a specific discussion of each employee’s “responsibility to
report any actual or suspected violation of & law or regulation, any actual or suspected fmud, and any
other violation or suspected violation of this Code”* Similarly, Concentric eeitemted the Company’s
non-retaliation commitment outlined in the Code® At the conclusion of cach interview, the
interviewees were given an opportunity to raise any additional concems they may have had.

The information Concentric relied upon in this investigation was supplemented by Concentric’s
existing knowledge of the EPU Projects” organization and activites.

4 FPL Group, Inc, Code of Business Conduct and Ethics, most recently revised October 16, 2009, p. 2.
5 Ibid

Page20f 23
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C. Independence

Theoughout Concentric’s investigation into the allegations contained within the I Letter,
Concentric maintained our independsnce from FPL’s Lew and Regulatory Affairs Departments.
Our approach to investigating the Letter and the allegations contained therein is our own,
and not the result of specific directions FPL, its employees, or contractors. To this end, L
did not place any constraints on Concentric’s accesa to cutrent and former employees. Lastly,
Concenttic was not constrrined by budget or schedule expectations on the part of FPL.

Concentric’s findings in this sontter are based upon our review of original sources. Concentric did
not rely solely upon statements by FPL employees or contmctors. - Instead, Concentric reviewed snd

verified assertions made in the Letter and Concentric's interviews with contemporaneous
documents produced by the EPU team whenever possible. The documents relied upon as
part of this investigation are presented in Exhibit 5.

D. Report Organization

Concentric’s repart is divided into two major categories. First our report addresses those items
which ate divectly related to the FL PSC and prudence of FPL’s dedisions and actions. Second,
Concentric has reviewed and addressed the development and distribution of information within
FPL. Concentric notes this division is necessaty to differentiate those matters which may affect
FPL’s recovery of costs and interaction with the FL PSC, from those matters which represent best
practices in the development and distribution of information within FPL.

Sections IIl and IV of the report provide factual backgrounds for both categories of this teport.
Sections V through VIH addreas the matters related to the FL PSC and the prudence of FPL’s

decisions and actions, Finally, Sections IX and X address FPL's development and internsl
distribution of information relating to the EPU Project forecast.

E. Key questions

Concentric’s review of the allegations raised in th Letter and our interviews, identified three
key questions which are related to the prudence of s actions. These key questions are intended
to determine whether any imprudent costs were passed onto FPL’s customers, or if FPL did provide
relevant information from the FL PSC.

1. Did FPL make the cotrect decision to proceed with the EPU Projects in 2009 in light of the
best information available at the time decision was made? This question is a threshold issue
for sasuring pradent conduct on the part of FPL.

2. Were aygy 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 in each of the NCRC
dockets accurate, consistent, timely and reliable?

Concentric also identified two key questions which relate to the internal development and
distribution of BEPU Project-tefated information. These key questions are Intended to determine if
FPL's executive management were Informed as to the direction of the EPU Project.

Page 3 of 23
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1. Was the informstion flowing from the EPU Projects to FPLs executive management
accuate, timely, consistent, and reliablep

2. What polices, processes, and procedures, if any, need to be rcviewed as a result of
Concentric’s findings?

IIL.  Response toli} Letter

Exhibit 6 presents a copy of the- Letter to which Concentric has added its summary-level
observations that resulted from our investigation of the allegations contained therein. In addition,

cach observation contnins a citation to this report.

As can be seen in Exhibit 6, most of the factusl assertions raised in the [ Letter were shown to
be accuratc. Specifically, Concentric has noted docurnentation which confirms

statements related to the timing of the initial scoping studics by Shaw and the ongolng changes in
the overall project scope. However, Concentric believes the evolving scope of the BPU Projects to
tave been the predictable result of the regulatory and englneering factors which are inhetent in any
complex nuclear retrofit project.

Along these same lines, Concentric has teviewed certain reports relied upon by- to
support his assertion that as of November 2009, the EPU Projects were continuing to reasure their
cost performance relative to the original 2007 cost estimates. These reports, the November PTN
‘Total Project Cash Flow Report® and the PSL Annual Project Cash Flow Report’, confiem
assection. Howevet, all of the Executive Steering Committee ("BSC™) presentations since
Y 23, 2009, and specifically in November 2009, used the updated cost forecast.?

Concentric also found evidence which indicates the * and the [
were alerted to the potential for underestimated costs at as eatly as April 2008,

r nitics weee noted throughout the second half of 2008, and specifically in Decembet,
2008 when these individosls wete presented with a preliminaty revised forecust for PSL. This
followed the award of an engineering, procurement and construction "EPC*) contract for the EPU
Projects to Bechtel Corporation ("Bechtel”). At this time, the PSL Project Team was told to
continue refining their forecast until February 2009 when it was reviewed again by the EPU scnior
management. As noted in Section 1V, the forecast presented in February 2009 was significandy

highet than the 2008 forecast.

Ovenll, Concentric found be credible. The basis of this finding includes Concentric’s
interview with ose to send his letter on a uon-anonymous
basis, and the i ced or cited Moreover, Concentric

believes is & capable project controls employee with a steong background within his
function. employment history includes the previous positions noted in the

Letter™ and meany yesss of prior project controls employment as a conteactor at FPL’s PTN site, as
well as other nuclear facilities in the US. FPL had enougli confidence in pabilities to

Totel Project Cash flow, FIN EPU Project 2009, November 2009,
Annual Cash Flow, PSL EPU Project, October 2009,
Bxtended Power Uprotes, Bxccutive Steering Committee, St. Lucie and Tutkey Point November 13, 2009, p. 5.
CR 2008-11443, Apnil 3, 2008,
tter, p. 2.

L Y

Page 4 of 23
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ive him tesponsibility for multiple major projects and a staff of approximately 100 people.” While

was ot aware of all of the developments and documents relating to the preparation and

" presentation of cost estimates and his knowledge of the information flow for the EPU Projects
ceased when he left the Project in July, 2009, his letter is Iargely factoally accurate.?

IV.  Chronalogy of Events

A chronology of the EPU Projects is presented in Exhibit 8, A summary of the chronology,
including the major events selevant to Concentric’s revicw are highlighted below. This chronology
was used to more fully understand the ongoing dynamics of the EPU Projects and the predse timing
of certuin EPU Project activities. The summary presented below should not be used as a substitute
for & review of the entire chronology presented in Exhibit 8.

A, Chronology

The BPU Projects began in 2007, at which time FPL undertook an Initial scoping stmdy to deteemine
a tough order of magnitude (“ROM") cost estimate based upon # preliminary sssessment of the
components which would require replacement to opemte PSL and PTN at the uprated condidons.”
Concentric undesstands, 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, FPL filed for 1 Determination of Need for the EPU
Projects on September 17, 2007.”

In the winter of 2007 and 2008, FPL retsined Shaw to review FPL’s Initial scoping study and to
confitm or reject the results of this analysis. Concentric understands from our interviews that these
studies generally confinned the I'PL scoping analysis, but some discespancies related to the
replacement or refurbishment of certain components existed for Turkey Point. The initial cost
estimate included a contingency allocation of approximately 45%.%

In Apsil 2008, the EPU Project team sassigned to PSL (the “PSL Project Team™) idendfied the
potential to exceed the otipinal FPL & Shaw scoping estimatcs. At this time, the PSL Project Team
initiated Condition Report 2008-11443 (the “CR™) which stated the “EPU Project Peasibility Study
may not have captured the full spectrurn of modifications necessary” for the upmte.)’  In response
to this CR, the EPU Project team developed a “High Risk Mitigation Plan™ which was attached to
the CR." The High Risk Mitigation Plan included a list of actions which were required to be

i

% Ihid,

# Following our inteeview with [ o Masch 17, 2010, notified Concentric and FPL via emall on
March 19, 2010 of patentisl retatiation against him by his .8 copy of this email ix attached as Euchibit 7.
Concentde reported this crmil to FPL's Taw Deg It is C Ae’s und ding this matter was
sldressed by the FPJ, Human R (“HRE™ Dep

. 1 Ploride Power & Light Company’s Petition to Ix ine Mead for Bxpansion of Bl & Power Plants and far

Exemption from Rule 25-22.082, F.A C., Docket No. 070602-E1, September 17, 2007,
#  Florida Public Service Commission, Order No. PSC-08-0G21-FOR-EL Januacy 7,
¥ Flodda Powesr & Light Company’s Pelition 10 D ine Need for Expamnsion of Blectrical Powes Plants and for
Exemption from Rule 25-22.082, F.AC., Dockat No. 070602-El, September 17, 2007.
Thid.

7 CR2008-11443, "Deailed Description.” April 3, 2008, p. 1.
¥ Tbid,p. &

Page 5 of 23
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completed by the EPU Project team including preparation and submission of a revised cost estimate
among other items. The High Risk Mitigation Plan was signed by the
an, rhmhut not tth Concentric does

Risk Mitigation Plan was ever t centtic also requested a4
copy of the revised cost estimate described in the High Risk Mitigation Plan, but was told that this
document could not be located, nor could its existence be confirmed.?

Throughout the period from Angust 2008 to November 2008, the PSL trend register indicated =
potential for underestimation of the EPC costs for the PSL EPU. On November 7, 2008 the EPU
Projects’ EPC vendor submitted a revised forccast of $262MM for the PTN EPU.® 'This compares
to the scoping analysis assumption of $225MM."!

In December 2008, the PSL Project Team again identified the potential to exceed the original
forecast following the exccution of the EPC agreement with Bechtel. A preliminary, revised forecast
for PSL was prepared and provided to the EPU Project management at that fime. EPU Project
management, however, requested that the PSL Project Controls group further refine and develop
the revised forecast.

CR-2008-37753 was written by the PSL Project Team in Decernber 2008 and noted the EPU Project
is a major change for PSL and should bave a change management plan in place. In addition, CR-
2008-37753 goes on to state that CR-2008-11443 was closed with several futute actions contained
within & tisk mitigation plan and tracked separately within the EPU Risk Mitigation Progmm. CR-
2008-37753 concluded that thers was a “missed opportunity” to treat CR-2008-11443 as a change

management plan”
A sccond meeting to review the revised PSL forecast occusred in February 2009, This seeting was
attended by the EPU Project management team and reportedly included 'who was

appointed th of Januaty 2009, and the PSL Project Team. At
this time EPU benior Marisgement was presefited with a forecast of approximately $785 MM for

PSL, an increase of g imately $129 milk the then current budget® It was reported to
Concentric that thel ded with & number of
questions related to the basis for the revised forecast and requested additional refincment of the

forccast.

A similar excrcise was undertaken for PIN in March 2009, and PTN began to report its
performance gelative to this rovised forecast, However, the PTN Project Team was instructed by
the to revise the initlal reports, to measurc cost performance relative
10 the original project & use the revised estimate still had to be “validated,” and because
an “extensive effurt fwas] about to begin to evaluate [PTN's] estimated cost to complete for the
PTN EPU Project”™

# “Ihe June B, 2008 Risk Register includes an itens which is similar 10 the High Risk Mitigation Plen, but the documents
sequiced to close cut this High Risk Mitigation Plan could not bs located.

Batended Power Upeates, Project Update, Tuskey Point, July 25, 2009, pp. 25-26.

Thid.

CR 2008-37753, “Additiona) Informstion,” Decembes 10, 2008, p. 1.

Sumnuty Cash Flow EPU Towl 090217 Reviewedals, “PSL ZPU Project Total,” Rebruacy 17. 2009,

Bmnail of-o snonymous recipient, dated Macch 26, 2009.

Page 6 of 23
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On May 1, 2009 thcmm j c-filed, direct testimony in Docket G90009-E1
before the FL PSC. is testimony, the stated “The EPU Projects are

progressing on achedule and within budget.” Additionally, this pre-filed direct testimony stated
“There arc no changes at this time to the total non-binding cost estimate provided in May 2008 in

Docket 080009-B1"* At the same time, FPL submitted the re-filed, ditect testimonies oi=
_and Mr. John J. Reed, Chairmap and Concentric.

At the end of May 2009, the EPU Project management team reported to the BSC that the Bechtel
EPC estimates had increased to a level in excess of Bechtel's indicative bid®™ The ESC is charged
with cotporate governance of the EPU Project, and includes FPL's President, Chief Nucdleac Officer,
Chief Financisl Officer, FPL Group’s President, and severat others. This incresse was reported to
be the result of higher than expected projections of field non-manual and manusl labat hours.”
Similatly, the curcent EPU estimates wete 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 BFC veador’s forecast.™ Finally, it was reported that the EPU scope had grown larges
than the indicative bid preseated in November 2008. 'Ihe EPU Project management team noted
that the current estimates were based on preliminary design information, and that the project was in
the process of refining new “level 17 estimates A target completion date of June 30, 2009 for the
new “level 17 estimates was presented to the ESC at this meeting,?

Pollowing the May 2009 ESC presenttion, the BPU Project management temm undertook an EPU
Modification Scope Review for both PTN and PSL.® The results of these reviews were reported on
June 16, 2009 and recommended the elimination of a substantial pumber of modifications as not
necessary to operate in an uprated condition.™

The subsequent ESC meeting was held on June 23, 2009 In this presentation, the EPU senior
management team noted that the EPU Projects wese completing “level 27 estimates and reiterated
the concerns related to the EPC estimates since Bechtel's indicative bid in November 2008 This
presentation was telntively short and precipitated a much more detailed cost review in July 2009.

During the intervening period between the June and July 2009 ESC preseatations, the BPU Project
team expended considemble effort to produce a detailed, “line-by-line” cost review far both the PSL
and PTN project. Concurrently, & decision to replace the BPU senior management team was made.

As a result FPL's exccutive team recruited four ﬁixoim for the BPU Proi'cct team includini a new

Direct Testimony 36 NI, ©ocicst No. 090009-E1, May 1, 2009,

Ibid, at pp. 2-3.
Flarida Powes 8 Light Company’s Petition for Approval of Nuclear Power Plant Cost Recovery Amount for the

Period Janusry — December 2010, May 1, 2000,

Haxtended Power Uprstes, Exeentive Steering Conunittee Update, Saint Lucie & Tutkey Polns, May 2009 p. 3.
Ibid, p. 14.

ibid.

Ibid,, p. 15.

Ibid, p. I8.

3 PTN EPU Scope Review dated June 2009, PSL EPU Modification Scope Review dated June 16, 2000,

¥ ibid. ‘

3 Butended Power Upmtes, Exccutive Stearing Committee Meeting, Saint Lucie 8 Turkey Point, June 23, 2000,
% Ibid, p.12.

Hae

I - ]

“
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” These individuals were selected and recruited from within FPL
between the end of June and July 25, 2009.

At the July 25, 2009 ESC presentation, the new EPU senior management team was introduced and
the ESC was briefed in detail on the sevised cost forecast. At this time, the forecast for PTN was
revised upward by approximately $161 million from §749 million to $910 million.”” Similady, the
PSL forecast was revited upward by approximately $140 million from $656 million to 796 million.®
The slides which presented this information to the ESC noted that the “current budget” was being
increased to the “current forecast”™  Simultaneously, the ESC was advised that the May 1, 2009
NCRC feasibility fling had been based on included the otiginal 2008 cost forecast, and revised
fenxibility scenarios were peesented based upon the current forccast as of July 25, 2009%  These
zevised feasibility scenarios confirmed the continued cost effectiveness of the EPU Projects. FPL
has reported that the ESC assigned additiona! action items related to the revised forecast to the BPU
Project Management Team. These action Items included continued negotiations to reduce Bechtel’s

COs{s.

Following the July 25, 2009 ESC meeting, [Nl 1<t the EPU Project and returned to FPL’s
Nuclear Projects Deparment. ™!

No ESC meeting was held in Aogust 2009, but both EPU Projects produced a cash flow report. In
the case of PTN, the Total Project Cash Flow report was not updated to reflect the revised forecast
that had been presented to executive management on July 25, 2009.% In contrast, the PSL Annua]
Project Cash Flow report was reviewed, the budget pecformance indicator was changed to red, and
the total project cost summary presented on this report continued to be shown ss “under review.”?

: September 8, 2009 the NCRC hearings in Tallahassee began. During these hearings the [l
%&dﬁcﬂ that should he be asked the same questions conmined within bis
pre-filed, direct testimony his answess would remain the same.*

On September 9, 2009, the ESC was presented with a newly revised forecast that further increased
the cost the EPU Projects by approximately $104 MM total for both sites.?® This presentation stated
that approximately 30% of the total project costs have “high certainty.™

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

57 Extended Power Uprates, Project Update, Tuskey Point, July 25, 2009, p. 5.

#  Rxrended Powee Uprates, Project Update, Saint Lucie, July 25, 2009, p. 8.

»  Ibid, p. 11 and Bxtended Power Uprates, Project Update, Turkey Point, July 25, 2009, p. 8.
T

a2
2

otal Project Cash Flovy, PYN EPU Project 2009, August 2009,

4 Annusl Cash Flow, PSL BPU Project, A

4 Transeript of Ditect Exsminatioa ol September 8, 2009, pp. 208-209.

4% Extended Pawer Uptates, Executive § Cosnimsttee, St. Lucic and Turkey Point, Septembez 9, 2009,
“ Thid,p.9. ,

7 Exteaded Power Uprares, Executive Steering C ttee, St. Lucie and Turkey Paint, October 22, 2009,

4 Thid, p. 6.
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PSL Unit 2 'The rernaining values shown in this presentation are depicted as the full cost of the
EPU Projects regardless of ownership.

Abso in Octobes, PSL produced two different Annual Project Cash Fow Reports with different
budget performance indicators and different total project cost summaries. "The Brst of these reports
is dated October 1, 2009.% This report includes a red pecformance indicator and the total project
cost summary is listed as “under review”. The second rcport is dated October 2009. ‘The budget
performaance indicatoe in this report is listed a3 yellow and the total project cost summary is changed
to $651 million.”) No one with whom Concentric spoke could explain the difference or the reason

for the two teports.
B. Koy Conclusions from Chionology
Concentric has developed the following conclusions which are relevant to the three key questions

noted in Section H to be relevant to the prudence of FPL's management decisions and the two key
questions related to the information development and distribution within FPL:

¢ ‘lhe orginal FPL and Shaw scoping studies provided the basis for FPL's decision 1o proceed
with the EPU Projects in 2007,

* The EPU senior project management was aletted to the potential for the forecast to increase as
eirly as April 2008 through CR-2008-11443.

& ‘The EPU senior project managetnent reviewed a preliminary, revised forecast for PSL as early as
December 2008 and a more refined version of this analysis in February 2009.

s The BPU senior management prepared the July 25, 2009 ESC presentations with the intent of
providing a detailed, line-by-line review of the changes to the forecast.

» As of July 25, 2009, FPL belicved 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
cstimate 1o (k= managers on July 25, 2009.

V. FPL's Decision to Proceed with the EPUs

in determining whethet EPU Project costs were prudently incusred, the FL PSC will be concerned
with two jtems. 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 concemned with whether the EPU Project’s costs were prudenty
incurred. This question {s addressed in Section V1.

The initial decision to proceed with the BPU Projects was made in August 2007 on the basis of
FPLs preliminary scoping anslysis which predicted, at & high level, which plant components would
require replacement or modification fo support the increased output of the plants.®  As was

9 Thid, pp. 6, 18.
% Annosl Cash Flow, PSL EPU Project, October 1, 2009,
3 Aoousl Cash Flow, PSL BPU Project, October 2009,
2 Shw Stone & Webster, Inc., Turkey Point Nucless P
Pebruaty 2008 and Shaw Stone & Webster, Inc., 5i

Scoglog Study, Pebruary 2008,
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necessarily the case, this work wes completed absent any detiled design work. The information
presented in this study was vsed as one component of & feasibility analysls which compared the
operating cost of FPL's portfolio of generating resources with and without the EPU Projects.®® In
addition to the estimated cost 10 complete the EPU Projects, this analysis relicd upon the projected
level of incremental output, the commexcial operations dates of the EPU Projects and the dutation
of the outages. To the extent the resource portfolic that included the EPU Projects was projected
to be cheaper to openate than the generating portfolio absent the EPU Projects, it was deemed the
EPU Projects weze in the best interest of FPL and its customers. Thus the question becomes would
reporting of the revised forecast o FPL's Executive Management have materially affected the
feasibility analysis and influenced FPL’s executive management’s decision to proceed with the EPU
Projecta in 2008 or again in 20097

It would not be appropriste to assume FPL's executive management should have become aware of
the revised cost estimate in Docember 2008. The 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 mansgement’s objectives for the EPU Projects. Virtually all interviewees agreed with
this conclusion.

It is Concentric’s conclusion that, at-best, awarencss of a revised forecast could have been improved
by five months. Concentric believes the five month timeframe is appropriate given the February
2009 meeting between the EPU senior management and the PSL project team. As noted above, this
mesting followed an initial review of the PSL cost estimate in December 2008, Following 2
conchasion as to how much awareness of the revised forecast could have improved in the “best case
scenario,” Concentric evaluated whether this would have affected FPL's decision to proceed with
the EPU Projects. In this regard, it Is important to note that roughly contemparaneons with the
revision to the cost estimate, FPI. also learncd that a higher level of incremental output may be
produced by the EPU Projects. This additional output was the result of more detailed engineering
which had been completed since the original scoping studies in 20073

As noted above, FPL’s decision to proceed with 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 fenaibility analysis was not substandally affected by the revised cost estimate. Indeed
the July 25, 2009 ESC presentation for PSL indicates that, when both the higher costs and greater
output aze considered, the EPU Projects continued to be economic, although approximately 14-59%
less so, a5 compared to the information submitted on May 1, 2009 to the FL PSC® Advanced
awnreness of the Increased cost estimate in the best case scenario would not have altered FPL's
decision to proceed with the EPU Projects. Further, Concentric notes that prudence is defined by 2
range of reasonsble actions, not by perfect or even significantly above average petformance. Thus,
EPU Senior Management did not act iraprudently by presenting the revised forecast to the ESC in
July 2009 sather than Febroary 2009,

M Jlorida Power & Light Company’s Petition to D ine Need for Expansion of Rlectrical Power Plants aod for
Bxemption from Rule 25-22.082, F.A.C., Docket No, 070602-B1, Scptember 17, 2007.

3 Extended Power Upestes, Project Update, Taskey Poine, July 25, 2009 asd Extended Power Uprates, Project Updare,
Saint Lucic, July 25, 2009.

8 Extended Power Upsates, Project Update, Salnt Ludie, July 25, 2009, Pg. 50.
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VL.  The Review and Apptoval of EPU Costs in the NCRC

Concentric’s review of the Letter has illustated the distinction between the cost estimation
process and the incurrence of specific costs. ‘Ihe former is the projection of future costs without
the actusl expenditure of company or customer dollars. The latter is more critical to the FL PSC's
review and involves the actusl expendinire of company and customer dollars or the commiement to
do so at & Iater date.

The [ Letter indicates concemns are specific to the cost estimation process within
the EPU Projects rnd mose specifically the reporting of revised cost estimates to FPL’s executive
menagemnent and the FL PSC. Th: Letter dozs not identify any costs which are the result of
an imprudent action by FPL.Concentric confirmed this understanding of the [JJJJJJiif-ctter during
our interview with

Similarly, Concentric found no indications of costs that were the result of imprudent decisions or
actions on the part of FPL’ mansgement, This conclusion was reinforced by all interviewees.
When asked whether they were sware of any costs that should not he passed slong, the unanimous
answer was “no”. Inde acknowledged dutlng our interview that “the costs will be
what they {are]” and his concemns are related to what 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 imprudent decision-making,

VIL.  ‘The Flow of Information to the PL PSC

A, Scope of Tnquity

The chronology of events presented in Section IV of this report led Concentric to focus on the 2009
NCRC proceedings® in order to assess whether the information presented by FPL in those
proceedings relating to the EPU cost estimates, schedule, and cost-cffectiveness was accurate and
consistent with the siandards expected for testimony before, and submissions made to, a regulatory
sgency. ‘This includes ensuring that epproved changes to the project forecast were clearly
communicated to the FL PSC in & timely manner.

‘There were three separate sets of activities in the 2009 NCRC proceedings in which infotmation
about the stams of the EPLJ was presented: 1) pre-filing of testinony, both direct and reburtal, 2
production of documents and answering of interrogatories in the discovery processes, and 3)
testimony at the hearings. In the 2009 NCRC proceedings, pre-filed testimony on these imatters 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 B, 2009”7 Since an important clement of this investigation has been
about the timeliness of internal and external information flow, we have chasen to examine FPL's
actions in the three scparate timeframes discussed above.

% RL PSC Docker No. 000009-EL
57 [bid. Pre-filed testimony was sleo Sled on March 2, 2009, ‘That testimony related to 2008 costs. Given Concentric’s
Jusions in S V1, the testimony is not sddi d in this secti
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B, -filed Testimony
FPL presented four witnesses in the 2009 NCRC proceedings on issues relating to the EPU:

Mr..|olml. |CbairmmandCEOOfConcmtﬁ and J’

‘The issues within the scope of this investigation, s, the proj cost to completion, schedule, and
cost-effectiveness of the EPUs, wete presented in *d&mt testimony®™, and the
exhibits sponsored by him, and that information was used it cost-cffectiveness analyses.®
Mr. Reed’s testimony related to nuclear project controls, procedutes, policies, and practices, and the

prudence of FPL’s costs. He offered no estimate of the projected costs to completion ot opinions
on the cost effectiveness of the EPUs, “ﬁcxtﬁnony 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 BPUs. Thercfore, our review has
focused on the testimony o and, to a lesser exten

The pre-filed Direct Testimony filed by [N on May 1, 2009 included the following
strtemients:

“Ths EPU Projects are progressing o scindule and within budgst, fo deliver the sibstantial benmfits
of additional muclear generating capacity to vistomers from FPL s excisting 81, Lucie (PSL) units 1
&» 2 and Tardesy Point (PTN) Units 3 & 4 nushar pover plants. ”*

“There are o chauges at 1his fiwe 1o the sotal non-binding cost estimate prosided in May 2008 in
Docket 080009-EL And, as demonstrared by FPL witwess [ the uprate project continmes to be
cost gffective when corapared fo ths addition of other gensration alternatives.’™

“Appendix 1 iuclndes the TOR. schednies that compare the current projections to FPL's ariginally
Jfited St. Lacie and Tiurkgy Point costs ... At this time, FPL. bas ot identified any need 1o revise
the total mou-binding cost estimaie provided losi May in Dockst 080009-EL.  As sowld be
expeeted, the Company contimees fo enaluase the rosts associoted with this project. As actinities sucly
as final supinesring anabes and design, ossociated NRC reguirsments aud reviews, and
constrmdion planning are more dearly defimed, the Campeny will ipake any necessary revisions fo 1he

®  Direct Testimony m Docket No. 090009-E1, My 1, 2009, {JEJERe: che EPU Peoject
in July, 2009, aad Jef i January, 2010.

Docket No 090009-E1, May 1, 2009,

Dacket No. 090009-E, May 1, 2009,

Docket No. 090009-EJ, May 1, 2009.

Docket No. 090009-EI, May 1, 2009.

No. 0950009-11, May 1, 2009,

Docket No. 090009-El, May 1, 2009.

Docket No. 090009-EL, May 1, 2009, p. 2

3]
62

¢ Direct Testimony of
% 1bid, pp. 2-3.

Page 12 of 23

ICDR 8.3 Supplemental CONFIDENTIAL 011412



http:09000!l.81
http:Illllllysea.tU

ORDER NO. PSC-10-0542-CFO-EI
DOCKET NO. 100009-EI

PAGE 19

As of May 1, 2009 (the date the prefiled testimony quoted sbove was filed), the following events had

CONFIDENTIAL

CONFIDVEINTIAL

original cost estimats. ' The TOR sehedules provide the best information carreutly availabie for 1he
1051 recovery pevied through 20104

The TOR (True-Up to Original) schedules include Schedule TOR-7, which was sponsored by JIll}
and which continued to rely an the coat estimate submitted in Docket 080009-EJ, along
with a restatement of the cavest that the Company continued to evaluate the costs of the project®

transpired

As shown by this chronology, the EPU’s cost estimates wese clearly in a state of rapid flux by May 1,
2000. While there was mounting evidence to indicate that an upward revision to the cost estimate

was likely, 2s of May 1, 2009 ad not reported such an increase to the ESC nor had

» A Condition Report (CR-2008-11443) dated 4/3/08 mised concerns about the

validity and relial of the EPU cost estimate that was used in Docket 070602-E1*
and tha continued to use in May 2009™

The P5L BPU trend reports for August 2008 thiough November 2008 had saised
concems about substantial underestimation of the PSL project costs™

On November 7, 2008, Bechtel informed FPL that its estimate of costs for the PTN
EPUs had increased by $37 million; this higher value was used in the Bechtel
contenct

In 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 cont

A Condition Repott dated 12/10/08 concluded that the resolution of the 4/3/08
Condition Report was a “missed opportunity””

On February 17, 2009, was presented with an analysis prepared by
Project Controls and the PSL site that their forecast for PSL was $129 million above
the May, 2008 estimate™

By March 26, 2009 the PIN site team had also concluded that the cost estimate
should be mised above the May 2008 estimate; a decision was made to not use the
higher cost estimate because it was considered ‘pxchmnmy””
b participated in developing a presentation in late April/ecarly May 2009
informing the ESC that while Beclhitel had estimated higher costs, the forecasts for
PSL and PIN were unchanged from the May 2008 estimates; the Projects’ cost
status is shown as “green.”™

$82

]

Kz

k1

Florida Power & Light

Ibid., p. 24.

Direct Testimony of Docket Mo, 090009-EL, Exhibit 1, May 1, 2009, p. 104.
etltion to Determine Need for Expansion of Electries] Powes Plants and for
Bxemption from Rule 25-22.082, F.A.C Dacket No. 070602-EJ, Sepeesmiber 17, 2007,
Exteavded Powes Uprates, Project Update, Tudkey Point, July 25, 2000 ad Extended Power Upsates, Project Updnte,
Swint Lucle, July 25, 2009
PSL Tread Register

CR 200837753, “Addimndlnﬁommn. December 10, 2008, p.1.

Sumtrry 090217 Reviewedxhs, “PSL EPU Project Toml," Februacy 17, 2000,

Emall from, ﬁm;mmamamhhmhza,m

Extended Power Upostes, tive Steering Committee Meetng, Saint Lacie & Tudkey Point, May 1, 2009, p. 8.
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an increase been approved. \Vhat—had reported to the ESC was consistent with what
his Direct Testimony reported to the FL PSC. Additionally, Schedule TOR.7 appropriately
indicated the Company continued to evaluate the costs of the EPU Projects.

C.  Interrogatory Responses and Production of Documents

Concentric requested, received and reviewed all documents produced snd interrogatory responses
submitted by FPL in Docket 090009-E1 and pertaining to the EPU budget, schedule and cost
effectivencss. Qur review led us to follow up on one interrogatory response, submitted in response
to StafPs Fifth Set, No. 53, for further analysis.™ This interrogatory response, which s attached as
Exhibit 9, sought = listing of each analysis that FPL was offering to satsfy the requirements of
Section 366.93(5) F.S., which requires an antual comparison of the budgeted and actual costs s
compared to the estimated in-secvice cost of nucleat projects. The response, which was submitted
on August 17, 2009, refers to Schedule TOR-7 which contmins the Company’s annual comparison of
budgeted and acnual cost. Schedule TOR-7 was submitted on May 1, 2009, and js described as a
“snapshot”” of ¢ continuous process.”

Between May 1, 2009 and August 17, 2009, major changes wete made to the forecast for the EPU
Projects. On May 31, 2009, the PTN EPU budget indicator was shown as red, indicating a sexous
challenge to meeting the existing budget. On June 3, 2009, Bechtel submitted a “P50” {mesn
value) cost estimate for PTN that was $108 million above the May, 2008 estimate.” On June 23,
2009, advised the ESC of the Bechitel estimate®, and the BSC instructed him to
prepare a “line-by-line” updated forecast for the projects to be reviewed at the next ESC meeting.
This updated estimate was prepared at the direction of| several staff reportedly
working seven days 2 week for a month and was presented to the ESC at an all-day, Satoeday
meeting on July 25, 2009. In the week leading up to that meeting, the EPU leadership tenm was
replaced, and was reassigned to 2 position outside of the EPU, although he actively
participated in the July 25, 2009 presentation. That presentation established new cost cstimates for
the EPU Projects which were approximately 21% higher than the May 2008 estimates.” Therefore,
Schedute TOR-7, which is referred to but not attached to the response to Staff 5-53, was out of date

by Aupust 17, 2009,

However, the interrogatory only asked for a fisting of the responsive analyses, not for FPL's curtent
or updated analyses. Concentsic 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 this person at the time.

% Responae to Docket No. 090009-EI, Stif's Fifth Set of Interrogatories, Interrogatory No. 53,

T Ihid

" “Total Project Cashflow, PIN EPU Project 2009, May 31, 2009

7 Extended Power Uprates, Project Update, Turkey Puint, July 25, 2009, pp. 25-26.

50 Butended Power Uprates, Executive Steering C ittee Meeting, Saint Lucie & Turkey Point, June 23, 2009, p. 12,

% Extended Powet Uprates, Project Update, Turkey Point, July 25, 2009 e Extended Power Upsates, Project Update,
Saint FLacie, Joly 25, 2009,

Page 14 of 23

ICDR 8.3 Supplemental CONFIDENTIAL 011414



http:090Q09.BI
http:leadcnh.ip

ORDER NO. PSC-10-0542-CFO-EI ATTACHMENT A
DOCKET NO. 100009-EI
PAGE 21

FPL 152915
CONFIDENTIAL NCR-10

CONFIDENTIAL

D.  Testimony at Headng
Av stated easlir, JNNIE: oo +ppcated o the NCRC heatings on September 8, 2009,
At the hearing, the following exchange took place bctwecn—md counsel for FPLY,

BY MR. ANDERSON:

£ I 1 asked yon the saowr guiestions contained in your prefiled direct testimony, wonld yowr

answers be the same?

A Yo, they wonid be.

A;};b A::(?ERJOM FPL asks that the prefiled direet testimony be iustried into the ricerd as

p/

that all of the statements in the pre-filed
remained truthful and accatate as of
introducing several comrections to etrata in his
testimony to reflect his new tide and responaibilities

The exchange with counsel had the effect of ass
testimony, and the exhibits sponsored
September B, 2009. This followed
pre-filed testimony, and updating
with FPL.

As of September 8, Mhad patticipated in the development of highly detailed cost
projections for the EPU Projects, 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 “at
the conceptua! level™ (a8 were the May, 2008 estimates'™) and the comment was made that the full
scope was still not known. However, the new values were clearly labeled as the “Current Forecast,”
and the statement was cleatly made that the “Current Budget” (the May, 2008 values) was being
increased to the “Current Forecast™ The July 25, 2009 presentation offers an extensive
perspective on the shortcomings of the May, 2008 estimates and the lessons that should be learned
from this experience.” Concentric also notes that the ESC was explicitly 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 cconomic feasibility analyses had been performed, which updated
those aualyses that had been submitted to the FL PSC eleven weeks carlier.® ‘The new feasibility
analyses continued to show that the projects were beneficial to customers, although Jess so than in

the May 1, 2009 filing.*

pe

Based on_the information presented nbove, Concentric has concluded that by the time
took the stand on September 8, 2009, the information ﬁ ted on Schedule TOR-7,

and the tegtimony related to it, was out-of-date. By this time, had presented revised
u T ipt of Direct Bxamination of September 8, 2008, pp. 208-209,

8 Meeting request for EPU Saturday , , 2009, 0D AM to 3:30 PM.

& Pxtended Power Upestes, Project Upcdate, Salnt Lucis, July 25, 2009,

% HRloride Power & Light Company’s Petition 1o 1 ine Need for Expansion of Blectrical Power Plants 4nd for

Exemption from Rule 25-22.082, F.A.C,, Docket No. 070602-El, September 17, 2007.
% Extended Power Uprates, Project Update, Turkey Point, July 25, 2009 amf Bxtended Power Upeates, Project Update,
Saint Lucie, July 25, 2009,
Ibid, pp. 38-40 and pp. 51-52, respectively,
Extended Power Upiates, Project Update, Saiot Lucle, July 25, 2009, pp, 44.49.
Ibid, p. 50.
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cost estimates to the ESC, and the EPU Project management team had begun relying on the revised
cost estimates, Qur opinfon in this regard is also supported by the statements of nearly all of the
EPU Project pexsonnel we interviewed (other than the two EPU Project personnel that participated
in the decision to not update the testimony).

In our interview with him, efended the Scptember 8, 2009 reaffirmation of his pre-
filed testimony on the grounds that the July 25, 2009 cost estimates wete prepared assuming the
validity of many unapproved scope changes and manpower estimates, and that they wete no better
than a “guess” with little support. He also indicated that he does not recall any discussion with
tegard to whether the updated estimate should be presented to the FL PSC.

Concentric agrees that the new cost estitnates were based o only partially completed engineering
and desipn information, and that they were still subject to revision as new information became
available. However, that is shways the case with s construction program such as the EPU Project,
and continues to be the case today. These facts do not support the continued use of information
that was based on even catlier conceptusl designs and out-of-date manpower and material estimates
and which did not take into account executed major contracts. The new estimates were the product
of more than a dozen people working extended hours for 2 month and had been reviewed by every
level of management in the EPU organization. They reflected far more knowledge about the scope
of the EPU Projects than had been used in the 2007-2008 Shaw scoping analysis, materials cost
estimates that were based on tnore recent data and manpower estimates that reflected the revised
scope and loading estimates prepated by Bechtel. Most importantly, they were presented to the
executives of FPL in charge of EPU governance (and who were tesponsible for approving budget
changes for the projects) as the beat “line-by-line” estimates available at the time, were matetially
different from the 2008 estimates, and have continued to serve as the reférence point for all
subsequent tevisions to the cost estimates, including those that were submitted to the FL PSC in
May 2010. In shott, while the July 25, 2009 and subsequent cost forecasts are and were preliminary,
they represented the best information available at that time, were relicd upon by FPL, and wete
mote advanced that the 2007/2008 cost projections.

The documents we have reviewed, and our interviews, indicate that there was considesable
uncertinty nmong the project staff in September 2009 as to whethet the new coat extimates 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 significant
tuznover and was also undergoing 2 major reorganization ar that time, which appears to have
contributed to the lack of dlarity on this point,

Concenttic’s discussions with Company personnd have also indicated that the fact that the updated
feaalbility analyses presented to the ESC on July 25, 2009 confitmed that the projects still offered
ignificant value to costomers may also have been a consideration in the decision to not update
testimony. While Concentric agrees that the new analyses confirmed the conclusions in
testimony, we believe that a $300 million, or 27%, increase in the projected cost of
the EPU Project should have been discussed in the live testimony on September 8, 2009.

Concentric found no evidence to suggest thatm the cost effectiveness of
the BPU Projects, had any knowledge that updated cost estimates weee presented to the ESC. Tt is
out undesstanding that he relied on the cost estimates provided on Schedule TOR-7, as sponsored
by and [ s not in the EPU organization or the Nuclear Division of FFL.
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VIII, Recommendations for Improvements Related to the NCRC

Concentric’s investigation into this matter has produced the below recommendation for process
improvement. These recommendations are intended to improve the distrdbution of information
within FPL, the NCRC docket teatn and to the FL PSC.

1. Concentric recommends that the process be changed in order to provide timely and ongoing
information within the NCRC docket team throughout esch NCRC review cycle. This will
help to ensure that any updated information is Rully discussed within the NCRC docket team
and prevent fi concerns related to flow of information w the FL PSC, Concentric has

been inforraed that this change hns alteady been implemented.

2. Similar to the recommendation above, FPL and the FL PSC staff should revisit the issue of
intes finter-cycle document production. The ongoing ptoduction of & limited number of key
project documents could enbance the FL PSC staff's understanding of the projects and how
they are developing on an on-going basis.

3 The NCRC docket team has included and continues to include a number of first time
witnesses or witnesses with limnited experience serving in this role. As a result, it Is vitally
impottant that FPL's Law and Regulatory Affairs Departments contimie to provide explicit
instruction and guidance to these individuals. It is our understanding that the importance of
updating one’s pre-filed testimony and exhibits is an explicit part of the witness training
program, which we believe should be conveyed through written instroctions.

4, As part of our investigation Concentric reviewed the list of invitces to the ESC
presentations. Noticeably absent from these lists of invitees in 2009 was a representative
from RPL’s Regulatory Affairs and Law Departinents. Given the importance and scale of
the BPU Projects, and the alternative cost recovery treatment being afforded to these
projects, a relatively senior member of Regulatory Affairs Department should attend each
futore BSC presentation. It is our understanding that this change has recently been
implemented,

IX. Information Development and Distributlon within FPL

The below discussion relates specifically to FPL’s internal distdbution of EPU Project-related
information and forecast. In Concentric’s view, the below discussion should not be misconstrued to
determine the prudence of FPL's decision nmking processes and thesefore should not impact the
recovery of costs through the NCRC.

As described in Section 1V, the initial EPU Project budget was established by 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 this initial forecast. These
Extended Power Uprate Project Instructions (“EPPIs”) were first developed in spring 2008 and
were updated at vatious points in the project, including following the introduction of a new senior
management team in July 2009. Concentric’s review of the EPPI’s have identified three which aze
selevant 1o the reporting of revisions to the cost estimates within FPL: 1) EPPI-300, EPU Project
Change Contral; 2) EPPI-320, Cost Dstimating; 3) EPPI-340, EPU Project Risk Management
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Progmm. For putposes of our review of these instructions, Concentric has segmented our review
iuto the period preceding July 25, 2009 and that after July 25, 2009.

A Preguly 25,2009 Infonnation Flow

As carly as Aprl 2008, the EPU mansgement team was made aware of concerns 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 Februaty 2009, By February 2009 the EPU Project Controls
employees had developed a revised cost estimate, albeit in preliminary form, that projected a $129
million cost increase for PSL. The revised estinmte was within 2% of the valuss presented to the
ESC in July 2009. Similar estimates had been developed for PTN by March 2009, but the EPU staff
was directed to discontinue use of this cstimate until management had reviewed it further.
Throughout late 2008 and the first six months of 2009, Bechtel submitted several revisions to its
cost estimates, all of which wete substantinlly higher than its indicative bid and higher than the
estimate developed as part of the Shaw scoping analysis.

These events followed the publicaton of EPPI-300 on Macch 4, 2008. ‘This project instruction
eatablished 8 formal process for identifying and tmacking potential changes to the initial project
budget. EPPI-300 describes the putpose of the trend program as follows:

“Thiz document shall be used for scope changes to Capital and O&M sub-projects
within the EPU Project. Changes to the approved budget will be made using the
apptoved Scope Change/Trend Notice form (SCN/TN) which shall become part of
the budget records.™

These potential changes were divided into scope changes (i.e., additional plant modifications) or
trends (.., increased costs of completing approved scope). In order to address a wend, EPPI-300
dictates that the trend should be identified on a formal “Trend Register” and a SCN/TN should be
ted to request changes to the project forecast. The SCN/TN was then routed to the
approval. The process for addressing scope changes is similar, but requires addition:
review of the potential scope change to ensurc it is necessaty for the EPU Projects. Once an
SCN/TN is iniated, EPPI-300 requires the EPU Project Cost Engineer to establish a tracking
number and the potential budget impact of the SCN/TN. The Project Scheduler is responsible for
indicating the potential schedule impact. Once this information is added to the SCN/TN, it is
souted to the EPU Project tcam member with the appropriate approval authority for the potential
cost impact. Upon spprova, the SCN/TN is supposed to be Incorporated into the project budget
and all future project reports.™

Concentric requested the EPU Projects’ Trend Registers and all SCN/TNs since Jaunuaty 1, 2008
and received many, but not all, of the SCN/TNs prior to issuing our teport. 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 partially complied with this EPPI-300. For PSL, a detailed and
conscientiously maintained Trend Register was maintained between summer 2008 and at least June
2009, Howtver, it appears that the process for reviewing and approving trends was not

2 EPPL-300, Projoct Change Coatrol, Pg 3, Rev 00,
» Toid at4-6.
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sppropriately implemented at PSL. Many of the same trends were identified each month without
tesolution ot incotporation 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. These trend impacts manged
between $10 million and $140 million. The EPC budget was only increased by $20 million during
this pericd.  Similarly, the PSL Project Team did not prepare SCN/TN forms for trends that were
included on the wend register. For PTN, it would appear that the trend register was kept up to date
during this period and some of the trends or scope changes were outstanding for several months.

Finally, many potential scope changes or trends appeat to have been captured on the Risk Register,
which, as discussed below was not synchronized with the project forecust, rather than the Trend
Register. For sxample, the CR discussed in Section IV above, resulted in « “High Rish Mitigation”
plan, but does not appear to have been included on the trend register. Thus potential scope changes
ot trends were not adequatcly reflected within the forecast. Concentric also noted that prior to July
25, 2009, ﬂm*faﬂcd to identify a source of the funds on the SCN/TNs for
nearly every form.

EPPI-320 ptovides the project instruction for cost estimating, including the development and
inclosion of contingencies and the estimates to be used on the SCN/TNs described above. This
instruction wes established in March 2008 and remains in effect today. Specifically, this instruction
states that “estimates should include project risks, uncecminties, and contingency. These should be
docamented along with the methods for determining the petcentage of risk and the amount of
money associated with the contingency” EPPI-320 also indicates that it iz supplemental to the
Nuclear Projects Department Instruction — 304 ('NPDI-304%).

FPL has defined the contingency as “an amount added to an estimate to allow for additional costs
that esperience shows will likely be required, This may be derived either through statistical analysis
of past project costs, or by applying experience gained on similar projects”™ NPDI-304 provides
additional guidance on the development of contingencies and states:

4.7.6. As a general wle, conceptual estimates should have 2 25-30% contingency,
Level 1 or preliminacy estimates should have 15-25% contingency and Level 2 or
definitve estimates a 5-10% contingency. The exact percentage is determined on 2
case by case basis.

‘The EPU Projects’ cost estimates fit the criteria for & conceptual estimate in 2008 and appear to
have achieved 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 BEPU 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 ws
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 initisl contingency as an
“allowance” that was to be used to mieet increnses in scope or cost rather than a value which teflects
the risk remaining in the project, including those identified by the Risk Registers. This practice was
acknowledged in the lessons leamed sections of the July 25, 2009 ESC presentations by the
statements that .. .undefined scope depletion not dealt with in 2 timely fashion...undefined scope

33 NPDI-304, Estimate Preparation, Pg 9, Rev 0.
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allowance used in establishing base contmcts and work left litde for emergent items or increased
scope...must incude undefined scope allowance based on level of tisk/progress on project.”

BPPI-340 was Ffirst inidated in February 2008 and establishes a process to ensure that each
“identified risk is recorded In a risk mattdx, 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 rather is an evaluation tool for determining the level of
uncertainty remmining in the project. Indeed, the July 25, 2009 PSL ESC presentation states “cutrent
undefined scope allowance is not aligned to the risk matrix...looked at the project only from 2 high
level risk.” Becnuse the BEPU senior management used the contingency as a balancing vadable to
depiet a flat forecast trend, the Risk Management Progtam wes never used as prescribed by EPPI-
340, At best, by carly 2009, the risk registers becamne little more than a repository for project risks
and with litde or no connection to the EPU Projects’ forecast.

With regard to the risk management process, the EPL’s assessment of its own performance during
this period, as presented to the ESC on July 25, 2009, was thet:

It “underestimated the risk and costs associated with the fast track project,”
Tt “did not assess [the] capacity of fthe] organization and costs,” and

s “Early warning on cost overruns and undefined scope depletion were not dealt with in a
timely manner.”

Concentric concurs with these assessments, and niotes that many of these issues have been remedied
through changes in procedures and the organizational structure since July 25, 2009

B.  PostJuly 25,2009 Inforpation Flow

Ag part of its transition, the new EPU senior management team has undertaken a process to revise
many of the EPPIs to address many of the lessons learned that were identified in the July 25, 2009
ESC presentations. As described below, this process has included extensive revisions to EPPI:-300
and 340,

With regard to BEPPI-300, this instruction has undergone at least four revisions since July 2009 and
has been updated to include more rigorous trend identification, to more cleatly define the roles of
each person involved with the rend program and to define the timeframes for review and approval
of these forms, These revisions included a revision to the SCN/TN forms, This revision changed
the name of the form to explicitly indude forecast vadations. Similarly, the SCN/TN forms being
issued by the Project today dictate the source of the funds for cach scope change or forecast
variance. The options for these funds include: 1) Nio change to project budget; 2) Contingency; 3)
Vadance to approved budget; 4) Other. Wonetheless, the BPU Project continues to unse the
contingency allowance to fund scope changes, rather than maintrining the contingency at a level that
approptiately reflects the risk to the cost forecast, Concentric believes acope changes should be
funded through a forecast variance fo eliminate the use of contingency as a forecast balencing
variable. This is consistent with NPDI-304 which states the following:

» EPU lessons leamed PPL from Apsil 2010.
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“Contingency usually docs not inclode changes in scope, schedule or unforeseen
major events such as strikes, tsunamis, hurticanes or eacthquakes.”

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

Concentric notes that issucs of the project contingencics, sisk register, and the relationship of each
1o the cost projections are being addressed by the work soon to be completed by High Bridge.
Furthermore, on May 1, 2010 FPL filed an updated cost estimate range and feasibility analysis with
the FL PSC. This updated cost estimate range induded incrensed allowsnces for undefined scope
and tisk. It is our understanding that EPU management 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 of Information within FPL

Concentric has concluded that the BEPU 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 the process required for releasing funds
from the contingency wus not followed, and that all revisions to the cost estimates have not been
tracked through the trend program. Thesc facts bave resulted in widespread confusion within the
organization regarding what the cusrent approved budget or cost forecast is at any point in time,
who has to approve changes to that budget or cost forecast, whether there is « mesningful difference
between the texms budget, cost estimate and cost forecast (all of which are used in different standard
repotts), and how to measure and report variances from the budget/estimate/forecast. Many of
these same points were acknowledged by BPU management in the lessons leatned sections of the
July 25, 2009 ESC presentations. Here the comments were made that “Individual Modification
Budgets and Site Departinent budgets fivere] not established. ,.did not use formal process such as
Plant Review Board to spprove scope growth during design process prior to 01/01/09...no formal
cost benefit was performed on design changes.™

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 that were issued with some incorrect or out-
of-date information, These problems persisted aftec July 25, 2009 in the Monthly Operating
Reports (MOPRs), monthly cash flow reports, and ESC presentations. However, post-July 25, 2009,
the correct and updated information was available in the EPU Project’s presentations to the ESC.
We salso received reports from individuals within FPL that documents they were responsible for
prepating were changed, after the otiginator htad issued them, by someone else in the organization
and often with no explanation as to why the changes were made. In other instances, individuals
wete told to make changes by someone else within FPL. These accounts ate difficult to verify, but
they do not represent a single account or example. In addition, Concentric has received some
documentation to corrobatate these accounts. Some of these actions are attributed to managers that
arc 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 Intesnal Disteibution 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 distibution of information within FPL, and the
NCRC docket team. In certain of the recommendations lsted below, Concentric has noted that
changes to the EPU Projects since July 2009 may have already addressed these recommendations.
In thosc 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 ¢nsure that FPL and the EPU Project team should establish and impletnent explicit
roport owners (by report). In addition, FPL and the EPU Project team should esmblish and
implement an explicit report sign off or dissent procedure that is analogous to the “blue
sheet” sign-off procedure used for information sourced from outside the business unit. In
addition, the report sign-off and dissent process should indlude a link to a company program
for anonymously notifying superiors in the event of 2 concern with project reporting.

2 To the extent that & performance indicator {e.g., green, yellow, red) relies upon a calculation
in order to produce a particular indicator, the result of the undetlying calculation should be
teported along with the performance indicator (e.g., budget or forecast petformance). By
providing the result of the undetlying calculation, a report preparer ot seviewer 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 Controls
Director. While the change in reporting from the EPU Project Ditector 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. This could improve the independence of the Project
Controls Ditector and his staff, Concentric notes that future, large scale projects could
benefit from an independent project controls otganization that incorporate best practices
from across the organization.

4. FPL's current approach to establishing the EPL's contingency (Scope Not Defined) uses the
contingency as the balancing variahle to maintain the projects within their cost estimates.
"This is not consistent with FPL’s EPPI-300 or with sound project management ptactices.
The 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
teleased if the uncestainty assodated with the project has declined. Concentric notes that the
approptiate level of the contingency is an issne that is being addressed by High Bridge in its
current independent review of the project cost estimate. In addition, the EPU Project has
established a revised cost estimate mange 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
# total project basis each month (i.e., not annual). This process should include a distribution
checklist to meke certain all reports are updated consistently once 2 new budget, forecast ox
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estimate is approved. Concentric notes that EPPE-300 has been revised twice since July
2009. If implemented thoroughly, these chanpes should address this recommendation.

5. To the extent CRs are utilized to document potential budget or cost estiate challenges, the
CR cdlosure processes should be revised to prevent the closure of a CR prior to the
completion of a risk mitigation plan. In the slternative, tisk mitigation plans can be tacked
separately, but must not be closed until each of the sction items listed on the risk mitigation
plan are completed. Additionally, the completion of all action items must be documented
and those documents should be preserved in 4 centeal location, Concentric notes that the
EPU management team is already planning to address this change within the EPU action
itern list,

4. FPL should continue to mainmin EPU Project staffing as a high pdority. A sufficient
number of staff members are required to maintain adequate project control, including the
updating and production of project reports. Throughout our investigation it was noted to
Concentric that many within the organization were overwhelmed with the amount 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
maintein this list of attendees with the ESC Presentations. This will increase the overall
transparency into the EPU Projects and documnent that the proper level of aversight is being
provided to the EPU Projects.

8. 'The results of this Investigation should be provided to the Corporate Responsibility Officer
for use in improving ciployee confidence throughout the organization. Our limited sanple
of interviews indicates that there are, or have been, concetns about the uniform adherence to
the non-retaliation provision of the Code of Conduct.

9. Concentric suggests FPL institute a procedure for conducting organizationsl readiness
assessments prior to commencing new complex, large-seale projects. This procedure should
include a documented review of the Project Plan to ensure that it adequately details how the
project is expected to evolve over time and ensure proper expectations related to
petformance teporting and measurement sre communicated throughout the project teams.
In addition, these assessments should include a detniled review of executive management’s
expectations regatding the development and updating of the project schedule, cost cstimate,

budgets and reports.

10.  Concentric and the EPU Project management team should conduct an investigation close-
ont meeting at the end of this investigation. This meeting will review Concentric’s findings
in this investigation, address management’s response to thosc findings and discuss ways in
whichs processes or procedures could be improved to prevent similar project challenges.
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vondition of BFU which preciplisied tho replscomeiit of the satlrs BPU Projeot Sr. M

‘Tsam. My Projeot Controls group prcpmd dotallod rovisws that woro presenied
Inte i July 2009 on the poor condition of BFU,
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At tho tlme, tho cost overview Rur PSL was: Orlginal Brget $656MM, Currént Foresast
$795MM showing 8 nogativo vurlanca of ($139MM), For PTN: Original Buiget was $745MM,

Cutront Forocast $I09MM with a pogaiive varlenco of (8160MM).
numbers oleatly show the of BPU negntive 00, To my kno theso
Ao FTN sud PSL, the

numbscs bave contioued Fo worsen with the now Projeot Tonm 1o whero
Toan doss ot have n olear Jden of what the final costs will ba,

T am ovsicerned sbout Row FPL will theso findings st Ghe upeoming PSC hearfngs, An
information fiom BPU ofher than whish wae to Managament last summor will be ay

maniphiation of the truth, Currentreporting for PTN and PSL does not contaln lnformation
thoro Ju satious trouble with these Proleots, The trouble was enongh to repleco the eatice

8r. Project Team,

Buclosad with this Juiter are the presentations glven nst July. Ifyou jnvest

qurrent es{imatos for PTN sud PSL, thoy wore stated in or 2009 as the |

satlinates, tho numbers 2ré In review, )

That'salmost 2

timos the original Shaw bodget extimate, *

My team delivered tho correof message to Sr. Marmgement. Sr. Mumgemant did not want fo.

avospt tho My Fioal Byshuation for 2009 s the only poor svahuation I've ever had In

my esitire oareer worked In Project Conirols for some 30 years, My former positions

boforo coming 1o RPL weeo with ARRS Corporation, Burlingame, CA whare X was Frojest
j for NABA In Houston worklng with the Program Manegereat

Contvols Conmillst/Manngs

Division of the Internationsl Spaco Station. Also with ARES, I was a Project Consultant for the
DARHT Projeot {Dual Axls Radlogmplis Eydrotest Facliity) at Los Alemos Natlonal Liborstory
syhovo T wes part of & Projeot Tean thmt enrped the DOR Brsollonco award for Dafease Systoma.
For the record, my Tesm told the truth sbout the BPU flnenclal condition and that truth did not

meat FPL oxpootations,

Pinaily,  know this bitor comes at u tirno whon FIL has ordered 1ho {nvestigatlon of employes )
conwatny from the Jan., 20% end Feb, 4® letters. L am in no way sssoslated with those
lottern, [ only seck to expross my concon about npcaming FSC bearingy and my unjustiffod
negstive smployes review. 1have copled my supervisor and human rosourcss,

Thank yon for teking the fln o read this lofter. ;

O .
Co! i
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' \ Floride Power & Light Compacy, P. 0, Bex 160, Juse Beach, . 0085020
% wwu‘“

FPL m!&!tv”l” G’Wﬂi

Macch 15, 2010

Re: hdmﬁ«uhwsﬂwimoﬂ’ebmuyl% 2010 Correspondence to Mr. Lewls Hay, FFL
Group Chalrman and CRO

Drar Mr. Reed:

The purposs of this leiter is to request that your campeny comduot #n independem faotual
invastigation with respect o the ststsments and subjeot matter contalned in the roftrenced
correspondence, & copy of which Is atinohed, with the exception of matiers pestaining to the employes
proxmemlwd&eauﬁwofmmmdcm

. The sugsgement shonkd be handled subjeot to the terms and condltions of the consulting services
Wmmmmwmmsmwmmbmm. 2010, end
FPL soparately from other work performed under that amendment.

Pleaso direct any requests for support or information "?f your work 1o me, snd
report the results of your Inveatigation to me. I would appreciate it If: sign and roburn 8 copy of
this tmwmmlmwmmmommdmkmmwﬂu

terms etated herein,

Enclosure

on FPL Grovp company
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Project List for Florida Power and Light

NAME START DESCRIPTION
DATE
FPL Regulatory Advisory 4/1/2005 | Witness training to help FPL prepare for the
cross- exarmination phase of their mte case
FPL New Nuclear Filings 7/25/2007 | Provided Florids Power & Light Company with

regulatory support services and expert
testimony associated with jts Need Study filed
with the Flotida Public Service Commission
and follow-on support a8 needed at the NRC

FPL New Nuclear Cost 4/12/2008 | Prepared expert testimony on behalf of FPL to

Recovery Clause Filing suppott the reasonablencss of their project
management, risk management and cost
estimation practices.

FPL Rate Proceedings 4/22/2008 | Retained s a consulting expert in anticipation

Support/Benchmarking of possible future FPL rate proceedings

FPL Renewable Portfolio 12/31/2008 | Assisted FPL with an assessment of variovs

Standard mechanisms that have been developed both
nationally and intemationally to promote
renewable technologies

FPL 2009 New Nuclear Cost 1/1/2009 | Prepared expert testimony on behalf of FPL to

Hecovery Clause Filing suppart the reasonableness of theit project
management, risk management and cost
estimation practices.

FPL Secutitization Testimony 1/15/2009 | Provided testimony commenting on state
issuance of secutrltization bonds for new nuclear

plants,
FP&L 2010 Nuclear Cost 1/1/2010 Prepared expert testimony on behalf of FPL to
Recovery Clause Filing support the reasonablencss of their poejct

management, tisk management, and ocst
estimation practices,
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Request # Request Received
1 ANl dsia request responses or prodaction of 3/26/2010

documents related to the BPU Projects from
Docket 090009-E1, including those selated to the
testimonies

2 A list of 211 I'PL employees of contractors 4/8/2010
working on the EPU ot related projects who 4/19/10
'were involuntarily terminated, reassigned or (Contractors)
toansferred between July 2008 and today,
including a list of the reasons for each
employee’s or contmetor’s involuntary
termination, reassipnment or transfer. This list
should include the reasons for the involnntaey
termination of] )

3 Any emplovee concerns or condition reports  [3/26/2010
issued between July 2008 and today, snd related
to the EPU coat estimate or schedule, and all
employee letters to FPL employees or Board
mambers expressing concerns or allegations
pestaining 1o the FPCS nuclesr cost tecovery

proccedings.
4 All excentive management reports, briefings or  14/1/2010
presentations related to the BPU since
December 28, 2009,
5 Al EPU MOPRs since 1/1/2010 4/1/2010
6 A liat of the EPU employees or coatractons and

the dates of all training on the FPL Code of
Conduct snd Employee Concetns Program.
Please include all rosterials used during this

training.

7 Would it be possible to get a copy of CR-2008-  13/30/2010
134437 This was referenced in CR-2008-37753

8 Thie Iast page of this document inclodes g 3/30/2010

document entitled “High Risk Mitigation Plan”.
'That document inclodes 2 list of & mitigation
actions, responsibility for completing those
actions snd & due date for each action. Would it
possible to find each of the documents that weee
developed in responsc to mitigation actions and
determine when each mitigation sction was

i+

] With regard to the attachied 2009 DR response, 3/31/2010
‘would it be possible to get the amounts that are
redacted from the table on Pg. 2-3

4/6/2010  eakeulstions for all AFUDC amounts {ie., ~3350,
$370, $200 MM, etc) presented to FPLs
executive management between January 1%, 2009
and today.
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Request # Request ; Recelved
4/6/2010  |the lessons lesrned documented in the July 25, |4/7/2010

2009 Executive Steering Committes
presentations. These lessons leamed can be
found on pages 51-52 of the PTN presentation
and pages 38-40 of the PSL presentation. This is
weitten confirmation of s requeat given oI

orally.
Plense confirm whether therc was an August 47672010

4/6/2010
Executive Steering Committee
meeting/presentation. If there was, please
provide a copy of the presentation or repart used
during the meeting.

4/6/2010

2009 from

PSLEPU &mw ity Anslysis from Debraary, | |4/67 2010
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Annual Cash Flow, PSL EPU Project, August 1, 2009

Annual Cash Flow, PSL EPU Project, October 1, 2009

Annual Cash Flow, PSL EPU Project, October 2009

CR 2008-11443, Apail 3, 2008

CR 2008-37753, December 10, 2008

Direct Testimony of Jobhn J. Reed, Docket No. 090009-E1, May 1, 2009

Direct Testimony o Docket No. 090009-E1, Exhibit 1, May 1, 2009
Direct Testimony o Docket No. 090009-El, May 1, 2009

Docket No. 090009-EI, May 1, 2009

to snonymous recipient, March 26, 2009:
March 19, 2010, John Reed, Sam Eaton, re:

o Samue! Haton, Project

b AR A R R

11. Ernuil £
For your

12. Email feom
Manager, dated ) 10, ),

13. Engagenmwnt Letter from
Februaty 19, 2010 correspondence to
March 15, 2010

14, BPPI-300, Project Change Control, Rev 00

15, EPU lessons learned PPL from April 2010

16. Bxtended Power Uprates, Executive Steeting Committee Meeting, Saint Lucie & Turkey
Point, May 1, 2009

17. Bxtended Power Upmates, Executive Steering Committee Meeting, Saint Lude & Tuorkey
Point, June 23, 2009

18. Extended Power Uprates, Executive Steering Committee, St. Lucie and Turkey Paint
Seprember 9, 2009

19, Bxtended Power Uprates, Executive Steering Committee, St. Lucie and Turkey Paint,
October 22, 2009

20. Extended Power Uprates, Executive Steering Committee, St. Lucie and Tutkey Point,
November 13, 2009

21. Ixtended Power Uprates, Project Update, Saint Lucie, July 25, 2009

22, Extended Power Uprates, Project Update, Turkey Point, July 25, 2009

23. FL PSC Docket 080009-EI In Re: Nuclear Cost Recovery Clause

24. FL PSC Docket 090009-El, In Re: Nuclear Cost Recovery Clause

25. FL PSC Docket 100009-I, FPL Notice of Intent to Retain Party Status, Januaty 6, 2010

26. Florida Power & Light Company, Code of Business Condunct and Ethics, inost recently
srevised October 16, 2009

27. Flotida Powet & Light Company’s Petition for Approval of Nuclcar Power Plant Cost
Recovery Amount for the Period January — December 2010, May 1, 2009

28. Flotids Powes & Light Company’s Petition to Determine Need for Expansion of Electrical
Power Plans and for Exemption from Rule 25-22.082, F.A.C., Docket No. 070602-1,
September 17, 2007

29. Florida Public Service Commission, Osder No. PSC-08-0021-FOF-E, January 7, 2008

30 tet

3. g request for EPU Saturday Session, July 25, 2009, 8:00 AM to 3:30 PM

32. NPDI-304, Estimate Preparation, Rev 0

o John Reed, Re: Independent Investigation of
. Lewis Hay, FPL Group Chairman and CEQO,
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33. PSL EPU Modification Scope Review dated June 16, 2009

34. PIN EPU Scope Review dated June 2009

35, Response to Docket No. 090009-E1 Staff’s Fifth Set of Intetrogatories, Interrogatory No.
53

36. Shaw Stone & Webster, Inc, St Lucie Nuclear Plant. Balaonce of Plant. Extended Power
Uprate Scoping Study, February 2008

37. Shaw Stons & Webster, Inc., 1 ¢ Po

i February 200 :

38. Summaty Cash Flow EPU Total 090217 Reviewedxls, “PSL EPU Project "Total,” February
17. 2009

39. Total Project Cash Flow, PTN EPU Project 2009, May 31, 2009

40, ‘Total Project Cash Flow, PIN EPU Project 2009, August 2009

41. Total Project Cash flow, PIN EPU Project 2009, November 2009
42. Transcript of Dicect Examination o September 8, 2009
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February 19, 2010

Mr. Lewis Hay

Florida Power and Light

FPI. Group Chaieman and CEO
700 Universe Blvd.

Juno Beach, FL. 33408

Dear Mr. Hay:

I am writing to you with my concerns about cost performance in Nuclear Projects and Extended
Power Uprate (EPU) inx 2009, With the exodus of the entire St. EPU Project Management Team, 1
am being cited a5 one of many targets in the failure of EPU in 2009,

N—— . B
my ¢o or was . was told by the

T would have to assame the EPU ibility as well
a8 my currentyoll. In Jamuery Tied both positions reporting 1 had over
100 people (contractors and FPL) reporting to me at five sites and a Corporate Project Controls
. From July 2009, which is when I feft BPU, until November 2009, 1 reported agpin to
‘While reporting t ho told me & number of times he thought I was
g e good job. During the time for he took me to dinner and expressed
his apprecintion for my support while working for him.

In my review T am accused of not providing adequate information or forecasting for both the EPU
Project and Nuclear Projects in 2009,

Concentric has found no reason to disputa any of the assertions above. Concentric’s
scope of work does not Include any Issues releled to the empioyse’s performance
appralsal, It is our understanding that FPL has Independently inltlated corrective
actlion regarding raview. Ses Section 7 of the report.

To my knowledge there was never s 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 ot
explained in variances. I do not believe any cited issues were a result of a Project Controls
shortcoming. For Power Uprate, my Project Controls Team developed extensive project
indicators in February of 2009 and patterned them after those used to support the *Big Dig"
Boston Artery. Thess indicators included Eamed Value Metrics. These indicators were approved
by the Project Team and prezented to) in March 2009, The original indicators are still
on the EPU SharePoint website for you to view, The issues effecting project performance for
EPU were the fact that the EPU Project Teams could not support update of the indicators due to
continning baseline reviews and scope additions that were not previously identificd.

Concentric generally concurs with thess assertions; while we ralse concerns regarding
cartaln procedures within the Projact Controls group, we do not bellave thet the EPU's
Project Controls personnsl or work product Is or has been deficlent. Concentric agress
that prior to July, 2009 the ongoing baselline reviews and scope additions were the
principal drivers of cost uncertainty. See Saction IV of the report.
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estimates were completed by the Shaw Company and were

The scoping study and
cotnpleted before I joined the Project,

commissioned by tha

Concentric noto: Shaw's scoping estimates were completed In Fabruary 2008. .
I joinsd FPL in May 2008 and the EPU Project in January 2009.

Thess estimates were not adequate and Sr. Management continued changing philosophy on what
was to be included and not included in these estimates. As a result there was no Project baseline
established and overall Project performance was very poor. The would
complain about having poor performance indicators however as Project Controls, we could not
deliver n positive mexsage if thore was none 1o deliver, The situation continued to worsen
throngh the spring of 2009, Project Managers and Engineers were not correcting issues and the
8r, Managers would not accept thie poor performance messages.

With the benaelfit of hindsight, it Is clear thet the Shaw analysis did not include alf of
the scope required for the uprates; however, Concentric has not developed an
opinfon: as to whether It was reflable or adequate when & was prepared. Concentric
did find evidence of concems with the study's completeness shortly after It was
prepared (see Report Sectlon V) and of frequent scope changes throughout the
history of the EPU project. We view these scope changes as the predictable result
of more delafled engineering analyses, which ware the principei cause of the poor
performance indicalors.

Cur interviews provided credible evidence thet prior to July, 2009 EPU sanior project
management was slow to respond when presented with revised cost forecasts and
concerns about the rellabllity of the Shaw study. See Report Section VI,

The SENEEENIND 25 told in late 2008 before [ was assigned to EPU that the projects
wers in trouble,

Concentric was eble to confirm through the course of its interviews, that the I}

was alerted to the potentlal for increassd cost estimates at PSL &
PTN in late 2008. In addltion, Concentric noted and reviewed two P51 Condition
Reports from 2008 which Indicated the potentia! for additional scops end cost
challenges. Sea Section IV of the report.

My Team continued to deliver this message along with poor weekly performance reviews,
Finally, in Joly of 2009, Sr. Management decided it was time to inform Executive Managers of
thie poor condition of EPU which precipitated the replacement of the entire EPU Project Sr,
Menagement Team.

Concentric has conflrmed that the Projsct Controls group continued fo present EPU
senlor menagement with documented concems about the project’s cost forecast In
the first few months of 2009 (see Section IV of the report) This information, after
being briefly ralsed in the June, 2009 ESC mesting, was presented In detail to the
ES8C In July, 2009. it Is also Concentric’s understanding that during the time perfod
between June and July 2009, execullve menagement made the decision to change
much of the EPU senfor project managsment.
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My Project Controls group prepared detailed reviews that were presented 1o RN =t i»
July 2009 on the poor condition of EPU.

The July 26, 2009 ESC presentations presenled detalled cost reviews. Concentric’s
Interviews confirmed the atlendance
and reprosenta from Bechlel, amongst

others. See Section IV of tha report,

At the time, the cost overview for PSL was: Originsl Budget $656MM, Current Forecast
$795MM showing a negaiive variance of ($139MM), For PTN: Original Budget was $749MM,
Current Forecast $909MM with a negative variance of ($160MM).

 Concentric has confimed thess values. Ses Section IV of the report.

For PBN: Original Budget was $357MM, Current Forecast $497MM with a negative vatiance of
($140MM). These mumbers clearty show the gravity of EPU negative performance. To my
knowledge, these numbers have continued to worsen with the new Project Te=am to where for
PTN and PSL, the Team does not have a ¢lear idea of what the final costs will be.

Concentric’s scope of work focused on the Fioride EPU projscts, not Point Beach in
Wisconsin. Following the July 25, 2009 ESC presentations, the EPU project team
has reported additiona! cost escalation 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 remuin under review pending a third perty cost
analysis for PTN U3, Sse Report Section VIII.

I am concerned about how FPL will report these findings st the upcoming PSC bearings. Any
information from EPU other than which wes presented to Management last summer will be &
menipulation of the truth, Cunrrent reparting for TN and PSL does not contain information
showing there is serious trouble with these Projects. The trouble was enough to replace the entirc
St. Project Team.
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Enclosed with this letter are the presentations given to-lm July. If you investigate
current estimates for PTN and PSL, they were stated in November 2009 as being the original
Shaw wﬁm!ﬁ. Currently the numbers are in review.

statad that his concerns about reporting to the PSC were generated by
's review of the November PSL. Annual Profect Cash Flow and PTN Tolal Project
Cash Flow reports. Concentric has reviewed the reports cited by and
has determined that he Is corrsct that they Incomectly rellad upon the otginal need
determination cost estimates. These inaccurscles were comrected on a golng forward
basis prior to this investigation commencing. [ cic not seem aware of the
post-July 2009 ESC presentations or the revised cost forecast presented therein.
Concentric has confimed that the correct information shout the post-July 2008
status of the cost estimates, Including the July ESC presentations attached by iR}
{o his letter, was provided by FPL to the PSC staff as paft of its review for the

2010 NCRC. See Section IV of the report.

For PBN, the estimate way slated in December 2009 as being $552MM and cerrently I believe it
Is over $600MM. That's almost 2 times the original Shaw budget estimate.

My team delivered the correct miessage to Sr. Manegement, St Management did not want to
accept the message. My Final Evaluation for 2009 is the only poor evaluation I've ever had in
1y entire career having worked it Project Controls for some 30 years, My former positions
before coming to FPL were with ARES Corporation, Burlingsme, CA where I was Project
Controls Consultant/Maneger for NASA in Houston working with (he Program Management
Division of the International Space Station. Alzo with ARES, I was a Project Consultant for the
DARHT Project (Dual Axis Radiographic Hydrotest Facility) at Los Alamos Nationat Laboratory
wherc Iwas part of 8 Project Team that earned the DOE BExcellence award for Defense Systems.
For the record, my Team told the truth about the BPU financial condition and that fruih did not
meet FPL expectations.

Finaliy, I know this letter comes at & time when I-‘PL has ordered the investigation of employee
concemns stemming from the Jan, 20® and Peb, 4* letters, T am in no way essociated with those
Ietters. T only seek to express my concern sbout upcoming PSC hesrings and my unjustified
negative employee review. I have copied my supervisor and human resources.

Thank you for taking the time to read this letter.

Cet
Ce:
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Sam Eaton

From:
Sent:
To:

Ce:
Subject:

tmportance: High

In my opinion, my relationship with is becoming Increasingly strained. | don't feel | have a success path
to developing a professional relationship with him that can benefit FPL. He has been cordial In public but in the one-on-
one closed door “touch base™ sessfon we had yesterday he continued to tell me how dissatisfled he Is with my
performance. He has not put me on a formal A-PIP that 'm aware of {as | discussed with you) however, he hag given me
exercises (with ch: verbal expectations) that makes me suspect he thinks he’s established me In the program. |
feel, especially wHaﬂy departure yesterday, that | am the next target for elimination froH
organization. He told me In private that he does not Intend being fired as his predecessors for poor performance and
will not let a few “stupld” people affect his management effectiveness.

{ feel it's time for me to develop an exit strategy from FPL. | need to discuss this with you at our next meeting since f stit}
have financlal commitments from when I was hired. | need to minimize my financial exposure In leaving the company.
Also, as a part of my own professional attitude, | 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 | Jook for to speaking with you soon. Hopefully we can have this
discussion early next week.

1
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2/08 Shaw Scopmg Studies cmnplcted for PTN & Shaw BOP coping
/% PSL, 2/2008
4/3/08 CR 2008-11443 initiated: "BPU Project Feasibility
Study may ot have captuncd the full spectrum of
modifications necessacy .. CR 2008-11443
notified; High Risk Mmgmm Plan developed; no
follow-u found in file.
5/08 hired Letter dated Febroary 19,
: 3 2010; Interviews
5/15/08  [EPC costs for PTN IEPU cstimated to be
$225.2MM, based on Shaw estimates; included in  |7/25/09 ESC Briefing, PIN, p. 26
scoping analysis,
8/08 PSE EPC wend would increase budget for EPC
from $74 MM to $84 MM with the note "Potential " .
significant overrun-detailed proposal evaluntion PSL Teend Register
required.”
9/08  |PSL EPC wrend would increase budpet for EPC
ﬁmnS'MMM to §138 MM with the note .
forecast based upon current PSL Trend Register
contract scoping stratepy.”
16/08  |PSL EPC trend would incresse budget for EPC
from §74 MM to $139 MM with the note PSL Trend Register
forecast".
10/15/08 | EPC costs for PIN BEPU estimated to be .
$212.9MM, based o Bechtel indicative staffing, | /2 ) LoC Briefing, PTN, p. 26
11/08 PSL EPC trend would increase t ftom §74
MM to $138 MM with the note PSL Trend Register
Foreeast”,
11/7/08  |EPC costs for PTN EPU now forecast to be .
$262MM vs. $225MM in scoping analysi 7/25/09 ESC Briefing, PIN, p. 26
11/22/08 tez dated February 19,
eaves project. 2010; Interviews; EPU_Movement Out
OfEPU Since July 2008 X1S
12/1/08 | PSL project conirols identifies potentisl cost over-
run following awsrd of Bechtel EPC agreement. Interview
Preliminacy forecnst provided to EPU sendor project
manag
12/10/08 |CR 2008-37753 initinted: PSL EPU should have
Change Management Plan developed and
docamented; CR 2008-11443 tnised issuz but was  |CR 2008.37753
closed with no additional sctivity traced; "missed
nity".
1/1/09 aasumnes additional role of-——_htte: dated February 19,
2010; Interviews
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PSL EPC trend would increase budget from $95
MM to $234 MM with note "Forecast based upon 4l
2/09 dam received from Bechtel to date-additional PSL Trend Register
clarification will follow with agreements on target
pu'ce:s."

Meeting of
2/17/09 to discuss changes to the PSL forecast, SUMMARY CASHFLOW EPU TOTAL

Draft acalysis indicates PSL cost estimmte is §785  |090217 REVIEWED.XLS

‘ MM, $134MM sbove scoping estimate. . .
2/M resigns for Interview; EPU_Movement of out EPU
) ) Project Since July 2000.X1LS

performance issues.

PSL EPC trend wotld increase budget for EPC
feom $95 MM to $235 MM with note “Forecast
3/2009  bused upon sost recent data received from Bechtol. [PSI, Trend Register
Bechtel to provide total project forecast by
5/1572000."

TEDATE .

_ asked to remove preliminary forecast
fram FIN EPU Site Monthly Cost Report and to
replace the preliminacy forecast with the original _— .

3/26/09  |need determination forecest until the prelimina z::;;m[ " E;:;m;;on;m—
forecast is more certoin. Interviews indicate ’ '
not satisfied with this outcome.

4/30/09 Last date of documents typically provided to FL
PSC Intesnal Controls auditors,

PSL EPC wend wonld increase EPC budget from
$95 MM to $235 MM with note "Forecast based .
upon all datx received from Bechtel to date- PSL Trend Register
Additions! efforts underway to reduce Forecast.”
ESC advised that Bechtel estimate is greater than
bid; cost forecasts for PSL ($682MM) and PTN
5/09 (STIOMM) remain unchanged; cost indieators for 5/09 ESC Briefing, pp. 3, 4, 27, 28
PSL are all green; cost indicators for PIN are mixed

red and
5100 | . , tesigns) Interview; BPU_Movement Out of EPU
from EPU project, Since July 2000.X1S

Interview

5/09
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FL PSC. States "The EPU projects are progressing
on schedule and within budget” and "At this time,
FPL has not identified any need to revise the total
non-binding cost estimate provided last May in
Docket 080009-BL " Sponsors Schedule TOR-7
which includes $1.4 B project costs or $1.7 Bin-

Pre-Filed Direct Testimony of
, Pg 2, Appendix I, Pg. 104

51109 service costs, States this represents the current

and Mz, John J. Reed, Chairman and CEO
of Concentric.

PSL Annual Cash Flow Repott inclndes green
pesformance indicator for budget forecast. Notes:
"Cost status is based on the current approved PSL Annual Cash Flow Report, 5/1/2009
Project funding, Demil forecast at Completion is
underway.” Total Project Cost Summary listed as
under review,

PTN Total Project Cash Flow Report includes red
petformance indicator for budget forecast. Notes:
"Cost status is based on the current approved PTN Total Project Cash Flow Report,
Project funding. Status will be reset upon approval [5/31/2009

of additionsl fund as spplicable.” Total Project Cost]
Summacy listed as $747 MM,

Work on revised PTN & PSL cost forecast begins
Late May 09 |following 2-3 wecks of intensive teview of PEN | Intetview
forecast and re-estimation,

PSL BFC trend, Would increase budget for EPC
from $95 MM to $235 MM with note "Foroeast
6/0% based upon all data received from Bechtel to Date- |PSL Trend Register
Additional Efforts Undenway to Reduce Forecast.®

5/1/09

5/31/09

FIN Total Project Cash Flow Report jacludes red
petfornmance indicator for budget Forecast. Notes:
“Cost status is based on the current spproved PTN Totl Project Cash Flow Report,
Project funding. Status will be reset npon approval (6/2009

of additional fund as applicable. Total Project Cost
Summary listed as $745MM,

PTN EPU Scope Review. Recommended deleting
steatn generator FP replacement, replacement of
6/09 No.1-4 feedhwater heaters, replacementof 1 SFP |PIN EPU Scope Review, June 2009
HX, exciter rewinds, and SDV replicement from
EPU scope. Downsized { new SFP HX,

6/09
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TTDATE.

6/1/09

petformance indicator for budget forecast. Notes:
"Cost status is based on the current approved
Project funding. Detsil forecast at Completion is
underway.” Total Project Cost Summary listed as -
"In Review",

PSL Annual Cash Flow Report, 6/1/2009

6/3/09

Bechtel submits P50 forecast for PIN EPC costs at
$333.6MM vs. $225.2MM in 5/08 scoping analysis.

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

6/17/09

""|PSL EPU Modification Scope Review.

ipneumatic controls replacement,

Recommended deleting U1 exciter rewind, No. 5
feedwater heater, repoweting condensate pump C,
purchase of one circulating water pump rotating
assembling and refurbishment of othexs, and DEH
constant pressure pumps from EPU scope. Limited

6/17/09 PSL EPU Modification Scope
Review

6/23/09

ESC advised that Bechtel estimate is greater than
indicative bid, but that PSL and PTN cost estimates
remain unchanged at $§682MM and §770MM; SNE
(contingency) has declined from $182MM to
$14MM for PSL and from $204MM to $28MM for
PIN

6/23/09 BSC Brefing, pp. 3,4

1709

PIN Toml Project Cash Flow Repott includes ted
performance indicator for budget forecast. Notes:
"Coat status is based on the current approved
Project funding. Status will be reset upon approval
of additional fund s applicable. Total Project Cost
Sutnmaty listed as $745MM. ;

PTN Tots] Project Cash Flow Report,
7/2009

7/1/09

Bechtel submits revised P50 cost forecast for PTN ‘
at $337.3MM vs. §225.2MM in 5/08 scoping
analysis.

7/25/09 BSC Briefing, PTN, p. 26

7/1/09

PSL Annual Cash Flow Report includes yellow
performance indicatar for budget forecast. Notes:
“Cost status is based on the current approved
Project funding. Detall forecast at Completion is
underwsy." Totsl Project Cost Summary listed as
“In Review".

PSL Annusl Cash Flow Report, 7/1/2009

7/14/09

Bechtel reduces P50 cost forecast for PTN to

277.5MM as result of & reductions,

7/20/09

7/20/09

New

teansferred 1o ects tot,

7/25/09 ESC Briefing, PTN, p. 26
Lotter dated February 19,

2010

and
for RPU Project,

ounced

Interviews;

7/25/09

ESC advised that PSL EPU cost forecast is now

$796.0MM, up 21.3% from 5/08 original estimate.

7/25/09 ESC Briefing, PSL, p.8
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ESC advised that Needs filing is based on $651MM |
PSL cost estimate vs. current estimate of $796MM; .
ESC also informed that CVPRR is still highly |7 20/ 07 FSC Briefing, PSL, pp. 44, 50
positive, )
ESC briefed that PTN 334 uprates are now targeted)
to have LAR submittals delayed by 10 months,
outage dutations targeted have increased by 112 to

' 160 days, and in-service dates have slipped by 1 .
7/25/09 month (U-3) and 2 months (U-4); while outage 7/25/09 ESC Bricfing, PTN, p. 3
durations are to be approved by longer
durations have been inchuded in business model,

ESC briefed that current cost estimates for PTN

EPU hsave increased by 21.4% from $749.2MM to , .

$909.7MM; risk register not synchronized with cost |/ 2>/ 09 ESC Bricfing, FTN, p. 5

estitpate, and carries BV of $147.1MM.

PIN Toml Project Cash Flow Report includes green

performance indicator for budget forecast. Notes:

8/2000 “Cost status is based on the cucrent approved PTN Total Project Cash Flow Report,
Project funding. Status will be reset upon approval |8/2009

of additional funds as applicable.” Tot] Project

Cost Summary changed to §750MM.,

PSL Annual Project Cash Flow Report includes red

petformance indicator for budget forecast. Notes:

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

fonding. Detsil Forecast st Completion is 8/1/2009

underway." Total Project Cost Summary semains

*under review”.

FPL answers Stff Interrogatory 3-53 with reference

to Schedule TOR-7. States "the cost to complete

each project is subject to constant consideration and

revision, and will be subject to continuous analysis

until each project is placed in service. For the Staff Intecrogatory 3-53.

reporting obligations described above, FPL takes &

“snapshot” of this continuous process at a particular

pointin time.”

PIN Towl Project Cash Flow Report includes

yellow performance indicator for budget forecast.

9/2009 Notes: "Cost status is based on the current PTN Total Project Cash Flow Report,
approved Project funding. Status will be reset apon [9/2009

approval of additional funds as applicable.” Total

Project Cost Summaty remains $750MM.

7/25/09

8/1/09

8/17/09

Page 5 of 8
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DATE EVEN
PSL Antual Project Cesh Flow Report includes red
performance indicator for budget forecast. Notes:
"Cost status is based on cutrent approved project  |PSL Tonal Project Cash Flow Report,
fonding. Detail Forecast at Completion is 9/2009

underway." Total Project Cost Summary remaios
"under review’.

FL PSC Hearings in Tallahassee, FL.

confirms that the same answers contained within his . . -

9/8/09  |pre-Filed diect testimony would be given today if he m et °2fo';”"°8 in Docket
was asked the same questions. 1, VolZ, Pg

9/1/09

ESC advised that cost extimate has inceeased by
$144MM (51.85B vs. $1.718) sinice last ESC briefing
6 weeks earier; PSL is now at §831.2MM and PIN
is at $1019MM; risk and contingency components
have supplanted scope not defined 28 budget

9/9/09 9/9/09 ESC Briefing, p. 4,9

category.

There are twvo PSL October 2009 Annual Project
Cash Flow Repeuts with different budget
performance indicators. PSL Annual Project Cash
Flow Repost includes red petformance indicator for
budget forecast.” Notes: "Cost status is based on
cutrent approved project funding, Detail Forecast at
Completion is underway.” Total Project Cost PSL Annual Project Cash Flow Report,
10/1/09  |Summary remains "onder teview". The second PSL |10/1/2009, PSL Annual Project Cash
Annusl Project Cash Flow Report includes yellow  |Flow Report, 10/2009

petformance indicator in one and red in another.
Notes: “Preliminary engineeting analyses are
identifying additional project scope, Engineering is
evaluating options and budget impacts.” Total
Project Sunimary is changed to $651MM.

PTN Total Project Cash Flow Report includes
yellow petfotinance indicator for budget forecast. .

10/09  |Notes: "Preliminary engineering analysis are mw Project Cost Swinmary,
indentifying additional project scope.” Total Project :
Cost Summary remains $§750MM.

SC advised that cost forecast is unchanged at
$1.843B; contingency (balancing variable) haa
decreased by $12MM; AFUDC cstimate has been
tevised downwards by $200MM, and now reflects .

only FPL share (all other costs presented are full 10/22/09 ESC Briefing, p. 3
plant cost); total EFU coat estimate at $2.078B, with
transmission and AFUDC; cost per kW is roughly
sxme as needs filing,

10/22/09

Page 6 of 8
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SDATE
ESC given tables for PSL and PTN where “Total
Project Cost Suminary" uses original 5/08 cost .

10/22/09 |estimates niot cutrent estimsmmcum for budget 10/22/09 ESC Briefing, pp. 30, 31;
is yellow, but should have been red per report intecview notes

ownet.

PTN Total Project Cash Flow and PSL Atnusl
Cash Flow Reports indude yellow petformance . ,

11/2009  |indlicatoe for budget pecformance s the Tote T Total Beoject g’;ﬂm;’;‘;@&
Project Cost Summarics are the original 5/08 Need *
Determination values.

BESC advised that cost forecast temains unchanged
11/13/09  [at $1.843B; contingency has been reduced by 11/13/09 ESC Bsiefing, p. 3
$7.7IMM.

ESC presented with tables for PSL and PTN where

total project cost shown is 5/08 estimate, not .
11/13/09  |cument estimate; budget forecast indicator is shown 11/13/09 BSC Briefing, pp. 40, 41;

as yellow, but should have been red per report interview notes.

cwnet,

PTN Total Project Cash Flow and PSL Annual

Cash Plow Reporis include red performance PTN Total Project Cash Flow and PSL

12/09 i dicator for budget performance and the Totsl | Anaual Cash Flow Reports, 12/2009
Project Cost Summaries are listad a8 under review,

former
S— * ’ Interview; EPU_Movement of out EPU
12/5/09  |resigna as a result of performance fssues. {Project Since July 2009.XLS -

12/8/09 H‘g‘i, ' %ﬁ%“l,‘;;;"g;‘“ setained to provide 3rd patty FPL Porchase Order 00127777, 12/08/09)
BSC provided with tables for PSL and PTN where
project cost summary shows 5/0B estimates, not
cutrent estimates, and budget forecast indicator is
mistakenly shown as yellow, not red. However, in
balance of the report, the current cost forecast is .
12/28/09  |$1.843B; cost contingeney category has been :g,/ fg’ 09 ESC Briefing, pp. 2,5, 8, 13,
eliminated and "scope not defined” ("SND") has
been re-established; SNID has decreased by §4.8MM;|
Support of Point Beach is placing additional strain
on PSL and PTN resources; LAR analysis is driving
scope/cost increases.
Annuval eash How slides for BESC presentation
1/15/10  |modified to clearly state what relates to the total  [1/15/10 ESC Briefing
project forecast and the anbual forecast.
’ sk register for PTN increased by $9.5MM, with . .
1/21/10 equal redction in contingency. PTN risk register, 3/4/10, changes tab
ffﬁ;“ﬁ;iﬁi‘mﬁ;f By SICIMMwith o ik register, 3/4/10, changes tab

2/8/10
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2/15/10

February 2010 ESC Presentation presents a white

budget indicator for PTN. Total project cost ate
Ested as undes review,

2/19/10

Letter sent by Lewis Hay,

2/23/10

riefing indicates theee PTN U3 fall cutage

days allotted to this outage.

armust badget indicator for PSL and a green annval 2/15/10 ESC Briefing

N - :cx catcd Fobruary 19,

modification shave the potential to exceed the 35 [2/23/100lF Update, p. 15

2/23/10

weighted risk cost.”

; — :
riefing states no "significant change in total 2/23, /IC-U pdate, pp. 19-22

2/23/10

to - No recovery cost provided.

PTN main steatn pressure drop concern identified  12/23/10 PTN Main Steam Pressure Drop
and Reduce Turbine Inlet Pressure
presentation

3/1/10

weighted rigk cost."

", » kY H
ate states "no significant changein total |,/ N dute. pp. 1922

3/4/10

Risk register for PTN increased by $42.7MM, due
ptimatily to potential for increased staffing; equal
reduction in contlngency. Project is working to
complete 29 pre-outage modifications to expedite
wotkload,

PTN risk tegister, 3/4/10, changes tab

3/10/10

Concentric’s receipt of letter dated

Pebruary 10, 2010,

Email from|
Eaton dated March 10, 2010

to Satuel

3/18/10

March 2010 ESC brefing cancelled.

3/19/10 BSC bricfing

3/22/10

tes indicited $30.2MM added to risk
register for PTN main steam pressure Joss recovery.
| Additions] $28MM & $9MM added to risk register
for additional PTN Field Non Manual ("FNM™)
support and startup and testing. Update Jater
lindicates High Bridge Associates believes FNM may
be undervalued. PSL annual budget performance
indicator changed to yellow,

3/22/ 10 Update, pp. 3, 13-14, 32

3/29/10

Additional $14,1MM added to PTN risk summary
{weighted), $13.8MM relates to additional LI\

this is in addition to $11.2 MM already in budget.

disposal due to previous 5/G tube leaks. Note thae {3/29/10JJJJlf Update, p. 19

4/8/10

Updzte indicates LAR reevaluation may
require addition of check valuc to mitigate PTN
$5MM. Risk regiater is updared with $19.1MM of

weighted risk costs include §5MM for inain steam
check valve.

fain steam pressure drop. Cost increase is listed as 4/8/10-'Updaa=, pp. 3,21
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Florids Powar & Light Company
Dockst No. 690009-E1

8talt™s Fifth Set of Interrogatories
interrogatory Mo, 53

Page 1 011

Q.

Section 366.93(5) F.8,, states: The utility shall report to the commission 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 5. 403.519(4), until
the commercial operation of the miclear or integrated gasification combined cycle power plant,
The utility shall provide such information on an annual basis following the final order by the
commission approving the determination of need for the nuclear or integrated gasification
combined cycle power plant, with the understanding thet 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 annuel NCRC filings. Include in your response estimates of
the cost and time required to prepare erch listed analysis,

A,
Section 366.93(5) requires the annual reporting of the actual and budgeted costs to complete the

project a3 compared to the estimated in service cost provided pursuant to 403.519(4), F.8, FPL
provides this information in Page 464 of the annoual FERC Form 1 filing. It is FPL's
understanding that the FPSC developed Page 464 (contained within the FPSC section of FERC
Form 1) to satisfy the requirement of this statute. Additionally, FPL includes this information as
part 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 constant consideration and revision, and will be
subject to continuous analysis until each project ig placed in service, For the reporting
obligations described above, FPL takes & "snapshot” of this continuous process at a particular
point in time, This is a data gathering excreise which utilizes the output of existing processes
that would be performed regardless of this reporting requireraent. It takes professionals
throughout the FPL organization several weeks of work to gather and prepare this informetion,

Page 1 of1
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June 21, 2010

| have completed a review of the report entitied [P vestigation
Repon™ prepared by Concentric Energy Advisors (CEA). While | agree with many
of the recommendatlons, there is one area of tha report In particular that | belleve
warrante clarification: the assertion In section D that *a 300M, or 27% inorease in
the projected cost of the [Extended Power Uprate] project should have been
discuased In the five testimony of Sept. 8, 2000." On the suiface, the timeline
presanted seems to support this as a reasonable conclusion. Howaver, 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 Construstion (EPC) contmact to
Bachisl Power Corporation (Bechtel) and the Florida Public Service Commission
{FPSC) hearing on EPU project cost recovery in September 2008,

In summary, it was well known that Bechtet has a reputation for taking
natrow views of contracis, exciuding legitimate scope, and generally being
difficult to work with after having won a bid as the Jow cost bidder. indead, FPL
Croup had previous experience with this type of busineas practice on the Marcus
Hook project several years hefore awarding the EPU EPC contract to Bachtel,
Prior to awarding the EPU EPC contract, senlor FFL management had extsnsive
discussions on this point, and were prepared to “push back” if and when we
obeerved the pattarn, Not surprisingly, following the contract award Bechisl in
late 2008 and through the winier of 2008, FPL bagan to recelive forecasts for
both Turkey Point and St. Lucle that reflacted significant increases in costs for
the projects. Whils there was acknowiedgement that as detalied enpinearing
procesded, there would be additional scope, and therefore cost, thers wers also
indications that there wers opporiunities to eliminate scope and reduce costs
well, that simply were not heing acted upon. The interactions between FPL and
the major vandors on the EPU projsct continued during the first half on 2000 with
Jittle progress made on reducing costs, with the major focus being on Bechtet. :

This culminated in the July 25, 2008 meeting discussed 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 princlpal focus on cost. During the meeting, there was
an acknowledgement that there were, in fact, opportunitias 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 idantify and aliminate unnacessary costs,
including duplicative overhead. it was agreed that the team would report H#s
results following completion to FPL EPU management, which in turn would be
provided to FPL executive management.

Pagstof2
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The CEA report asserts that the new estimates developed after the EPC
contract award to Bechtel were more. reflective of current cost projections and
shouid have been discussed in September 2009 at the FPSC hearings, While it
is true that more was known abolit the ultimate scopé in September 2008, the
Bechiel cost projections had not been fully vetted or challenged by FPL, including
executive management, at that time. In fact, Bechiel had already agreed during
the July 25 mesting 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
fine, before agreeing to fhe increased projections. This work had not been
comipleted as of Septemnber 2000,

From my perspective, as of September 2008, Bechtel projecled costs
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, | disagree with the assertion in the CEA report that
FPL should have updated the project cost.estimate during the September 2008
hearings before the FPSC,

-

Page 2 5f2




ORDER NO. PSC-10-0542-CFO-EI ATTACHMENT A
DOCKET NO. 100009-EI
PAGE 54

FPL 152947
CONFIDENTIAL NCR-18

June 21, 2010

I have reviewed the ] investigation Report prepared by Concentric Energy
Advisors (CEA). In my view, the CEA Report provides only & limited perspective froma

project controls standpoint, The CEA R i incomplefe because it does not provide
my perspective ag the i i
i:ﬁculaﬂy in the July- eframe. Tha following that
perspective.
In the summer of 2009, I hud concerns about the total EPU project cost forecast,

» First, the scope of the project was continuing to change based on the progress of
the enpinsering 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 this time (one year later), only one
LAR for one of the four FPL units has been submitted to NRC and design
engineering is only approximalely 13 percent complete.

» Second, the more significant driver causing the project controls organization fo
forecast & higher cost to EPU senlor management wase 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 concerns about the accuracy of the Bechiel forecast.

The EPU senior management team reported to the Excoutlve Steering Commities
{BSC) that it had evaluated what it would cost to self-perforin the uprate for a given site
and compared this estimate to the Bechtel forecast. The BPU senior management team
determined that the Bechtel estimate was significantly higher in comparison. This
position teken by the EPU management team was the catslyst for the detailed review
conducted and presented to the BSC on July 25, 2002, Durinig that meeting it was evident
that Bechtel senior management and BPU senior management were very far apart on the
resources required based on the cuirent scope, to engineer, procure, and implement the
EPU projects. Senior management consldered the Bechtel position to be a “no rsk”
proposition for Bechte! and, sccordingly, believed the Bechtel estimate to be
tnreasonably conservetive, As a result, senior management did not accept Bechtel’s
position and the higher forecast.

FPL senior meanagement then directed the EPU management team to teke a
number of actions, including potential removal of Bechtel from all or a portion of the
project; consideration of other engineoring, procurement, and construction (EPC) vendors
to perform ail or part of the work; and pursuit of a strategy to resolve the delia between
FPL ond Bechtel, FPL senior management also reemphasized its expectation that the
EPU team was to continue fo challenge the scope of the project.

During August-September 2009, the EPU management team’s priorities were to
reorgenize the FPU project team. and structure, conduct an orderly transition, and

Page 1 of2
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eviluate options to leverage the Company’s position relative to Bechtel. During this time,
my direct reports and 1 initiated a number of activities. One initiative was the engagement
of URS/Washington Group (URS) as 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 BPU management team fold 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 BPC contractor in whole or in

part.

I requested and received a proposal from URS as to the scope and ¢ost for an
independent estimate for the EPU project, At this same time the BEPU senior team
reviewed the capabllity 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 range to the project estimate, quantify the risk, and validate and or leverage the Bechtel
input into the total project estimate. In paralle] with the aforementioned activities, the
EPU management tcam was working with Bechtel to eliminate any redundancy and
identify opportunities to streamline the project to reduce the Bechte] estimate. Ultimately,
the option of changlng vendors was eliminated due to a number of factors (e.g.,
demobilization and start-up costs, schedulo impacts, organizational distractions).

Given this factual backdrop, when reading the CEA report it should be considered
that during Soptember end October 2009, there was activity ongoing to review, challenge,
and consider alternatives to Bechtel’s project cost forecast, and to develop altematives to
Bechtel as the BPC contractor.
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