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FPL’s Responses to Staff‘s 6th Set of Interrogatories, Nos. 20-38 

Forward 

Please find attached FPL’s responses to Staffs 6th Set of Interrogatories, Nos. 20-38, 
addressing M r . m F e b r u a r y  19,2010 letter to FPL, the Concentric Energy Advisors 
(“Concentric”) investigation into the issues raised by Mr. and FPL’s response to 
Concentric’s recommendations. 

As part of FPL’s regular practices for evaluating and improving internal controls, and for 
providing a work environment in which employees may raise matters of concern in 
confidence, FPL’s Internal Audit department ordinarily would have been asked to 
investigate and prepare an internal audit investigation report with respect to the 
allegations raised by Mr. w However, due to the complex subject matter with 
which Concentric was already familiar from other independent review work, Concentric 
was selected to perform an investigation for the purpose of determining whether any of 
M r . m a l l e g a t i o n s  or “concerns” (as they are referenced by Staff throughout these 
interrogatories) reflected legitimate issues. 

Additionally, by way of background, in order to help ensure that Mr. m o u l d  be 
certain that his concerns were received and being addressed, Mr. Jones met with Mr. 
-and shared with him copies of the actual senior management presentations that 
had been made to FPL’s Executive Steering Committee (“ESC”) and which were also 
provided to Commission Staff in response to document requests, to demonstrate to Mr. 
-that in fact the appropriate information was being presented to FPL’s ESC and the 
Staff of the FPSC. Mr. Jones also shared with Mr. - a general overview of the 
information that FPL provided to the FPSC Staff auditors during their site visit. Mr. 
-aid that he appreciated the sharing of the information and to whom it was being 
provided, as he was not aware that that information had been cominunicated to the ESC 
or FPSC Staff. 

By responding to the following interrogatories, FPL is not conceding the legitimacy of 
the issues raised by Mr.- This forward is incorporated by reference into each 
response to Interrogatories No. 20-38. Accordingly, to the extent any of FPL’s responses 
are entered into the record, this forward should be included as well. 
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Q. 
\ In reference to the concerns discussed by-m his February 19, 2010 complaint letter, 
2 provide the chronology of when each FPL manager became aware of the items of concern 
3 dkcussed in the-omplaint 1etter:Include with the chronology the name o f  each manager, 
4 his management position, and what contribution, if any, each manager had in preparing FPL's 
5 prefiled testimony in Docket Numbers 080009-EI, 090009-E1, and 100009-El; 

A. I 3 2 
I c I 

Contribution, If Any, to testimony 
No contribution to 080009-E1 or 090009-E1 
testimony; directly contributed to and sponsored EPU I testimony in 100009-E1 
No contribution to 080009 '-E1 01' 090009-Ec 

I reviewed and commented on Terry Jones testimony 

on Steve Scroggs, W i d e  
Powers, Steve Sim, and Johi Reed testimony in 

t I 080009-E1 and 090009-EI; reviewed and commented 
I on Term Jones and John Reed testimony in 

LAIt information in Raj Kundalkar testimony in 
090009-EI; Reviewed Terry Jones testimony in 

I testimony; Reviewed Raj Kundalkar testimony in 

r $ . . - v  

and commented on Raj Kundalkar and John Reed 
May and rebuttal testimony in 090009-EC reviewed I 
ancfcommented on Terry jones and John Reed I testimonv and reviewed Winnie Powers, Nils Diaz 

. . . .. . . .  .. .. . .. 
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3 
No contribution to 080009-E1 or 090009-E1 
testimony; reviewed and commented on Terry Jones 
testimony in 100009-E1 
None 

None 

None 

None 

None 

None 

None 

None 
~ 

None 

No conkibution to 0900009 or 100009 testimony; 
directly contributed to and sponsored EPU testimony 
in 080009-E1 

Chronolow 

FPL BPU management was aware that FPL's feasibility study did not encompass all potential 
3 j project scope, that BPU project scope was changing and would continue to change, and that these 
3 2 facts could affect the total project cost, prior to February 19,2010. 

aware of the other concerns in -etter 
letter on February 19, 2010, in late February or early 

2 
.. 

RPT. 1537'5R :. 
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were made aware of the issues 

throughout the project. ietter on 

The remainder of the employees listed above (which consists of current EPU Managers and EPU 
Directors, in addition to the current and foimer EPU vice presidents) were unaware of the other 
concerns expressed by prior to being contacted for the purpose of responding to this 
discovery request. accurred between August 2,2010 and August 13,2010. 

.. . .. .. 

. ... 
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his February 19, 2010 complaint letter, 
sponsored witnesses in Docket Numbers 

Q. 
I In reference to the concerns discussed b 
2 provide the chronology of when, if at 
3 080009-E1, 090OO!?-EI, and 100009-E1 first became aware of any of the items of concern 

discussed b y w i n  his complaint letter. In responding to the is interrogatory, include a 
description of the nature of the communication ,md each witness’s responsibility within PPL to 

& address the items of concern discussed b- 
%- 

A. 

1 Wituvs Name, 
2 

?ature of Cornmimication 

Discussion for purpose of responding 
to this discovery request 
Discussion for purpose of responding 
to this discovery request 
Discussion for purpose of responding 
to this discoverirequest 
[nterfaced with 

leiter&en contacted by Concentric in 
connection with its investigation on 
April 13,2010 
Discussion for purpose of responding 
to this discovery request 

Briefed on topic by the Law 
Department in late May, 2010 

Contacted by FPL to conduct 
investigation and was provided letter 
onMarch 10,2010 

Reviewed draft testimony of John 
Reed, which mentions investigation 
andreport, in late April, 2010 

J 
Iesnonsibilitv to Address - 
:%ems of Concern 
None 

None 

Please see below 

Please see below 

None 

None 

None 

None 

4 
. . FP.Ll53760 
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d 
Notified of Ietter fn late February or 
early March, 2010 
Discussion for purpose of responding 
to this discovery request 
Discussion for purpose of responding 
to this discovery request 

.$ 
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3 
Please see below 

""'I 
7 FF'L BPU management was aware that FPL's feasibility study did not encompass all potential 

project scope, that EPU:project scope was changing and would continue to change, and that these 
facts could affect the total project cost, prior to February .v., 19,2010. 

became aware of the othcr concerns shortly afler FY1,'s receipt o letter, in 
or early March, 2010, and currently has  overall responsibility 

I 2 Mr. Reed was aware of the items discussed by -pori being contaoted by FPL for the 
13 purpose of conducting an investigation and developing aYeport, on March IO, 2010. 

a7 August 13,2010. 

t 

5 
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Q. 
[ In reference to the concerns discussed b y w n  his February 19, 2010.~0mplaint letter, if 

FPL management was not aware of any of the concerns discussed in the letter 
prior to February 19,2010, please explain why. Include in your response whe er FF'L'bdieves 
its managers should have been aware prior to February 19,2010 and FPL's basis for its position. 

A. 5 FPL EPU management was aware that FF'L's feasibility study did not encompass 21 potential 
prcject scope, that EPU project scope was changing and would continue to change, and that 
these facts could affect the total project cost, prior to February 19, 2010. FPL executive 
management was also aware of these facts prior to February 19, 2010, as they were 
communicated by EPU management through the regular Executive Steering Committee ineetings 
an<presentations. 

,y ~ 

figures had been-fixther re&ei and challenged, 
management. A s  discussed in the response letters of - 

Repoi?, the cost estimates 

(7 FPL EPU and executive management viewed (and still views) the above process as the normal 
18 progres$on of scope identification and cost projection development that is inherent in a Iar e, 
19 complex project such as the EPU. ExeCutive management WBS not aware o h  
a o n c e r n s  until receipt of his letter on February 19,2010. 

. .  . .  ... 
~ .. . 

FPL 153762 
NCR-10 
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Did FPL disclose a copy of the 
during the first three months 

3 the nature and circumstance of the communication, the date, and to whom FPL first provided a + copy o f t h m o m p l a i n t  letter. 

complaint letter to the PSC or any of the PSC's audit staff 
If not, explain why not. If disclosure was.made, describe 

A. 
3 FPL disclosed the existence of the letter and the f act thaf an investigation had been initiated in 
b the fourth month of 2010. A brief chronology of events is below. 

e Toward the end February 2010, FPL received the letter and determined that it should 1 consider conducting an investigation into the i s s u e s w d .  .. . 

In March 2010, it was determ ined that Con centric Energy Advisors should conduct a 
separate investigation to examine the issues aised. PPI, provided the letter to 

I f  Concentric Energy Advisors for the such an investigation. 

On April 30,2010, FPL inform ed audit staff th at an employee letter had been received 
and that an investigationhad been initiated, which would culminate in a report. This was . . 
corntunicat+ verbally during am eeting at FPW Juuo Beach office during wliichtim e .. 
FPL allowed audit staff to review its testimony iliadvance of the May 3,201 0 filing date, 
at audit staffs request. The existence of the employee letter was also disclosed in the 
May 3,2010 written testim ony of John Reed, whio 11 staff reviewed at that April 30th 
meeting, and which states that Concentric was conducting an investigation of the 
concerns in the leffer, and that Concentric would develop a report. W hen Concentric 
completed its investigation and finalized its report, FPL provided a d i t  staff with a copy ' 
of the report (on June 22,20 lo), which include 
attachment. 

d a copy 0-etter as an 

. . .  .~ ~ 

. .. . . .. 
-. . 

PPL 153763 
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A. 
.Yes. The lettel; \ins provltlcd to 1110 CflrIloii Fields Inw firij 011 Febrticlry 26, 2010 niid $vas 
provldctl fo Coiiceiitric Ener Advkocs 60 Mnrch 10, 2glO for tile p~Ii.posc O~tleteriniIli~lg 811 
tlppropriete iiiyestignti.oi) o!lcerlp. .. - 

FPL 353764 
NClbIO 
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Q. 
Regarding FPL’s internal responses to the concerns discussed in the -mpiaint letter, 
provide a chronological summary listitig FPL management actions and responses to each of the 
concerns dlscussed in the -complaint letter. Inolude in your response all closed 
actionslreviews, all open actionslreviews, and all pending actionsheviews and the estiniated 
number of months to close each open or pending actiodreview and list all impacted dockets. 

A. 
To determine whether any of - concerns were valid, FPL responded by fvst 
determining that an investigation should be initiated and the appropriate entity to conduct such 
an investigation. On March 10, 2010, FPL contacted Conce;lfricBnergy Advisors to discuss 
perfoiming an investigation &d subsequently retained Concentric to perform the investigation. 

1 ! Concentric’s workwas not complete until the issuance of its final report on June 21,2010. 

I ( FPL responded to the recommendations provided by Concentric in its reports. All but two o f  
I 2 Concenbic’s recommendations, which are discussed firther below, have been implemented and 
f 3 a r e  closed. Those recommendations are as follows: 

Recommendations for Imnrovements Related to the NCRC 

1. Concentric seconnnends that the process be changed in osder to provide timely and ongoing 
infomiafion within the NCRC docket team throughout each NCRC review cycle. This will 
ensure that any updated infomation is fill& dscirssed within the NCRC docket teain and 
preventfitwe concerns related tojlow of infomiation to the FL PSC. Concenbic has been 
injornied that this change has alsea4 been implenienfed. 

2. Siniilas to the reconrniendation above, FPL and the FL PSC staff should revisit the isme of 
intsdinter-cycle document production. The ongoing psoduction of a limited number of key 
psoject docimients could enhance the FL PSC staffs understanding of the projects and how 
they ase developing on an on-going basis. 

3. The NCRC docket team has included and continues to inciude a mrnbes off ist  time wifness 
or witnesses with limited experience sewing in this sole. As a result, it is vitally inportant 
that FPL’s Lm? and Regulatoiy Affairs Departkent continue to provide explicit instsuction 
and guidance to these individuals. It is ow understanding that the importance of updating 
one’s pre-filed testimony and exhibits is an explicit part of the wifness training program, 
which we believe should be conveyed through wsiften instsuctions. 

. 
.. 

pPL153769 
NCR-Ill 
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4. Aspart of our investigation Concenhic reviewed the list of invitees to the B‘cpresentations. 
Noticeably absent from these lists of invitees in 2009 was a representative from FPL’S 
Regulatoiy Affairs and Law Deparhnents. Given the importance and scale of the EPU 
Projects, and the alternative cost recovery treatment being afforded to these projects, a 
relatively senior member of Regulato?y Aflairs Department should anend each future ESC 
presentation. It is our understanding.that this change has recently been implemented 

Reconimendations for Itnvrovements Related to FPL’s Internal Distribution of Cost Estimates: 

I .  To ensure that FPL andthe EPUProject team should establish and iinpleineni explicit report 
owners (by report). In addition, FPL and the EPU Project team should establish and 
implenient 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 repoif sign-offand dissentprocess should include a link to u company program 
for anonyntowly noti@ng superiors hi the event of a concern withproject reporting. 

2. To the extent that apezformance indicator (e&, green, yellow, red) relies upon a cdcdation 
in order to produce uparticular indicator, the result of the underlying calculation should be 
reported along with the pefoimmce indicaipr (e.& budget or forecast performance). By 
providing the result of the underlying calculation, a reportpreparer or reviewer can quickly 
indent13 any discrepancy between the performance indicator and the calculation that 
produced the indicator. 

3. FPL should consider changing the reporting relationship of the EPU Project Controls 
Director. while the change in rc?portingfrom the EPU Project Director to the Vice 
President of Power Uprate 2009 was a positive development, the reporting relationship of 
the EPU Project Controls Director may be inproved by including either a solid or dofted 
line outside of the EPU Projects, This could inprove the independence of the Project 
Controls Director and his sta8 Coneentric notes that future; large scale projects could 
benejt jPom an independent project controls organization that incorporate best practices 
Ji.oiri across the organization. 

4. FPL’S current approach to establishing the EPU‘s contingency (Scope Not Defined) uses the 
contingency as the balancing variable to maintain the projects within their cost estimates. 
Thfs is nof consistent with FPL’S EPPI-300 01‘ with sound project management practices. 
The contingency should be based on the level of uncertain@ in the project, which is best 
cqtured through aprobabtlistic analysis of the cost estimate. Reductions in the contingency 
shoiild not typically be used to fund scope changes, and the contingency should only be 
released if the uncertainty associated with the project has decIined. Concenfric notes that 
the appropriate level of the contingency Is an issue that is being addressed by High Bridge in 
its current independent review of the project cost estimate, In addition, the EPUProject has 
established a revised cost estimate range which was used in the Conlpany’S feasibiliv 
analysis andprovided to the FL PSC on May I ,  2010. The EPUProjects should establish a 
jbrmal intembl process to approve and communicate EPU budge6 forecast or estimate 
changes on a totalproject basis each month (Le., not annual). This process should include a 
disfribution checklist to make certain all reports are updated consistently once a new budget, IO 

FPL 153766 .. .. . 
. . . . 
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forecast or estimate is approved. Concenhic notes that EPPI-300 has been sevised twice 
since July 2009. r f  itnplemented thoroughly, these ckmges should address this 
recommendation. 

5. To the extent CRs are utilized to documenf potential budget OS cost estimak challenge4 the 
CR closure psocess should be sevised toprevent closure of a CRpsios to the completion of a 
risk mitigation plan. In the altesnative, risk mitigation plans can be tracked sepasately, brit 
must not be closed nnfil each of the action itenis llsted on the risk mitigation plan are 
completed. Additionally, the coinplefion of all action times must be documented and those 
doctanents should be preserved in a centsal location. Concentric notes that the EPU 
inmageinent team is alreadyplanning to aakkess this change within the EPU action item list. 

6. FPL should continue to maintain EPUPsoject s f d n g  as highprioi-iiy. A suicient number 
of staff mneinbers ase Tequised to maintain adequate psoject confsol, including the upahting 
andpsoduction of project seports. Throughout our investigation it  vas noted to Concentric 
that niany within the organization wese oveiwhelnted with the amouni ofwosk thai wiist be 
accomplished given the ‘Ifost-hacked” 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 ESCpresentation attendee and 
maintain this list of aftendees with the ESC Presentations. This will increase the overall 
transparency into the EPU Psojects and document that the proper level of ovessight is being 
psovided to the EPUPsojects. 

8. The results of this investigation should be provfded to the Corporate Responsibilify Oflcer 
for use in improving einployee confidence throughout the organization. Our fimited sample 
of interviews indicates that these are, or hnve been, wncerm about the unifrrn adherence to 
the non-retaliationpsovision of the Code of Conduct. 

9. Concentvic suggests FPL instihite a procedure for conducting orgunizutional ivadiness 
assessments prior to commencing n e ~ v  complex, large-scale 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 
performance reporting and measurement are communicated throughout the project teams. 
In addition, these assessments should include a detailed review of executive management’s 
expectations segasding the development and upahting of the project schedule, cost estimate, 
budgets and reports. 

IO. Concenh-ic and the EPU Project management team should conduct an investtgation 
close-out meeting at the end of this investigation. This meeting will review Concentric’s 
Jtndngs in this investigation, addsess management’s response to those jndings and dkcuss 
ways in which processes or procedures could be improved to psevent similar project 
challenges. 

The two open actions are for FPL and the PL PSC Staff to revisit the issue of intrdinter-cycle 
document production and for FPL to consider an adjustment to the reporting relationship of the 

FPL 153767 II I 
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EPU Project Controls Director. FPL is open to exploring the topic of intrdinter-cycle document 
production with Commission staff and other parties and is cuirently considering whether the 
reporting relationship of the EPU Project Controls Director should be further changed. 

All of FPL's dockets that are set for hearing now and in the hture will be affected by 
impleinentation of the recommendation to provide witnesses with written instructions on 
ensuring the accuracy of pre-filed testimony at the time of a hearing. (Such instructions were 
previously provided verbally 01' in writing.) The remainder of the recommendations only affect 
the nuclear cost recovefy docket on a going forward basis. 

DPL 19768 
. -" -. NCR-10 
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Q. 
I Regarding FPL's internal responses to the concerns discussed in the h complaint letter, 
2 identie each FPL management actionheview and response to each of t  e concerns discussed in 

complaint letter fliat impacted FPL's responses to PSC audit staff? data requests 
num eis EPU 12b, h; 1.3a; IAb,c,f; 1.15a,b; and 1.16a,b in Docket Number 100009-EI. Include 

open and pending FPL actionsheviews identified in response to 

A. 
7 With respect to FPL's internal responses and whether those responses are closed, open, or 8 pendiig, please see FPL's response to No. 25. 

9 FPL responded to the above-identified data requests on the following dates: 

IO 12b- January 11,2010 
If 1.2h-January29,2010 
I 2 1.3a-February 1,2010 

1.4b, c, f- January 29,2010 
1.15% b - January 11,2010 
1.16a, b-February 1,2010 

IG Because each of FPL's responses were provided before receiving th on Februaiy 
/ 7 19,2010, and before responding with an investigation and the implementa on of Concentric's 
I 4 recommendations, none of FPL's data request responses were affected by the 

the EPU project team, who had access to all relevant project information, including the 
21 information referenced by-n his letter, at the time the responses were provided to 
Ja audit staff. 

19 FPL's response to the letter. Moreover, these data requests were responded 

FPL 153769 
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Q. 
/ Did PPL provide a copy of or disclose the existence of a draft or final copy of t h e w  
2 Investigation Report to the PSC or any of the PSC's audit staff during the first six months of . 
S 20107 If $ot, explain why not. If disclosure was made, describe the nature and circumstance of 4 the communication, the date, and to whom FPL first provided a copy of the-Investigation 
5 Report. 

Yes. On April 30,2010, FPL informed audit staff that an empIoyee letter had been received and 
that an investigation had been initiated, which would culminate in a report. This was 
communicated verbally during a meeting at FPL's Juno Beach office during which time FPL 8 allowed audit staff to review its testimony in advance of the May 3, 2010 filing date, at audit 

10 staffs request, It was also disclosed in the May 3,2010 writtell testimony of John Reed, which 
/ 1 staff reviewed at that meeting, and which states that Concenirio was conducting an investigation, 
2 and that Concentric would develop a report. When Concentric completed its investigation and 

I 3 fmalized its report, FPL provided audit staffwith a copy of the report (on June 22,2010), which 
I 4 included a copy 0 f l l l ) I e t t e r  as an attachment. 

15 On May 7,2010, audit staff issued data request No. 8.3, which requested a copy of the- 
/ Q Investigation Report. FPL resppnded, stating that it would provide a copy of the report when it 
/ 7 was completed. The final-vestigation Report was provided upon completion, on June 

22,2010, as a supplemental response to data request No. 8.3. PPL also informed Staff that JoIm 
Reed was available for further discussion on the topic of the Concentric investigation and his 
report. 

. . . . . 
~ 

~- 
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Nature of Conimunicatiou 

.. 

Responsibility in 
DeveIopmenf and/or 
Editing and Scope of 

. .  

Discussion for purpose of 
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Contrfbntions 
None 
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request 
Discusion forpurpose of 

Q. 
f Please provide the chronology of when, if at all, any FPL sponsored witnesses in Docket 
2 Numbers 080009-BI, 090009-EI, and 100009-E1, if any, first became aware of any development 

of the -Investigation Report or of all or any portion of the contents of the- ' 

Investigat:on Report. Include in your response a description ofthe nature of the communic$ion, 
any witness's responsibility in the development and/or editing of drafts of the ,- 

Investigation Report, and identify the scope o f  any witness's contributions to the developinent 
and editing of any drafts of thell)Investigation Report. 

None 

Docket 

A. 

request ~ 

Discussion for purpose of 
responding to this discovery 
request 
Became aware of the ' 

development of the report 
when contacted by Concentric 
in connection with its its 
investigation on April 13,2010 
Discussion for purpose of 
responding to this discovery 
request 

Briefed on topic by the Law 
Department in late May, 2010 

s3 100009-E1 -I-- ohn Reed, 

None 

None 

None 

None 

Contacted by FPL to conduct Primary responsibility for 

PPL 153772 
:NCR-10 , -. 
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investigation on March 10, 
2010; conducted investigation 
and drafted report with 
assistance fiom other 

development, drafting, and 
editing 

CONFIDENTIAL 

-I 

I a 
3 

’ 
.Florida Power 4 LfgIit Cumpsny 
Docket No. 100009-E1 
Staffs Seventh SetoPInterrogatodes - Interrogatory No. 29 

080009-EI, 
O~OOO~-EI,  
100009-E1 

John Reed, which menti& 
investigation and report, in late 
April, 2010 I 
Notified shortly after FPL 
retained Concentric to conduct 
the investigation and prepare a 
repoyt, inMarch, 2010 

Concentric personnel 
Reviewed draft testimony of 1 None 

None. Provided 
commnits/suggestions 
(Concentric retained 
discretion to accept or 
reject) and provided a 
management response that 

1 is attached to the report 
1 None Discussion for ourpose of 

responding to this hiscovery 
re -.;- Discussion uest for purpose of 

responding to this discovery 
I uest 

! 

M, Reed was aware of the development of the report upon being retained by FPL for the . 
purpose of conducting an investigation and developing a report. Mr. Reed had primary 
draftiig.iesponsibility for the report, with assistance from other Concentrio personnel. 

became aware of the development of the report shortly after FPL retained 

comments and suggestions on the report, but Concentric ultimately, had the sole discretion 
whether to accept orreject such comments and suggestions. 

interview in connection with the investigation. 

conduct the investigation and prepare a report, in March, 2010. He provided 

the development of the report in April, 2010 when he was 

ecane aware of the development of the report in late April, 2010, by reviewing 

was briefed on the topic in late May, 2010. The remainder of PPL’s witnesses were unaware 
of the development of the report prior to being contacted for the purpose of responding to 
this discovery request. Such discussions occurred hetweeri August 2,2010 and August 13, 

testimony, which discusses the investigation and the report. - 
9’ 2010 time w e .  3 7  
2g No witnesses had any responsibility in the development and/or editin of the repoit or any 
#j drifts, which were prepared independently by Concenfric. g o v i d e d  coinments 
30 and suggestions that were either accepted or rejected by Concentric, at Concentric’s sole 
31 discretion. 

FPL 153773 
. NCR-10 

17 
... 



Florida Power & Light Company 
Docket No. ~0000S-EI 
Sfaffs Seventh Set of Interrogatories 
interrogatoty No. 30 
Page 1 of 1 

Q. 
/ PIease provide the chronology of dl drafts of the-Investigation Repolt. Include in your 8 response the name of each contributing editor and his or her position withim3FPL management, if 
3 any, and the scope of their work-production for each draft of the-Investigation Report. 

Please see the below list of drafts. Please see also FPL’s response to audit staffs data request 5 ** 10.7a (attached) for a chronology of Concentric’s investigation, which includes a chronology of 
drafts provided to FPL. FPL notes that not every draft listed below was provided to FPL; rather, 
most are internal Concentrio drafts. As noted on the attached chronology, drafts were provided 
to FPL oii April 22,2010; May 4,2010; May 10,2010; andMay 12,2010. 

There were no contributing editors ftom FPL. A few FPL employees provided conunents and or 
suggestions on the report, which were either accepted or rejected by Concentric. The acceptance 

? 

! 
3 1 [ or rejection of comments was solely within the discretion of Mr, Reed. 

&The below document identifiers represent dates, though the fwst document appears to contain a 
3typographical error (byreferencing2009): 

j *  v4122009doc 
15 vO413201Odoo 
/(+, v04142010doc 
( 7  v04152010doo 

v0420201’Odoc 
~04212010 JJR 
v04212010doc e I v04222010doc 

4.22 
report ~04222010 

2c v0’54201001ean 
vO54201OredIine ob a? v0542010doc 
v05052010redline 3 v05102010olean 

0 1  v05 102OlOredline $7 D l U F T v  report V5122010 
2 7 ~ 0 5 1 2 2 0  cean 
~~vO51220lOredl i ie  to 05102010 

... , 

FPL 153774 
’ N&-10 

.. . 
. . . 
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b letter filed In Docket No. 080677-El). 

.. 
CONFIDENTIAL 

+ 
Confidential 

3/4/2010 

116114 . 
ConndentIal FPL:@775 

NCR-10 . . .. . -. EPU ICDRZO 
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EPU DR 10-7 a 
Confidential 

Descrlution 
6/8/2010 
6/10/2010 
6/15/2010 

6/21/2010 ' conference call to discuss draft report; Final report provlded to 

FPL meeting to discuss draft report 
FPL meetlng to dlscuss draft report 
FPL meeting to discuss draft report 
FPL meeting to discuss drsft report; FPL and Concentric 

ConRdential EPUlCDR10 . 
.. _ .  

- 

... * .  

i15116 
PPL 153717. 
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CONFIDENTIAL 

FlotJda Power & Light Company 

Staffs Seventh Set of lnterrogatorles 
Docket No. 100009-El 

Interrogatory No. 31 
Page 1 of 1 

Q. 

discussed in the 

I Please provide the management considered supplementing the 

Mer  and the-nvestigation Report. 
that participated in that consideration, 

Include in your response all 
substantive information 

date o f  the 2009 Docket 

to address the concerns that were eventually 2 May 1, 2009, testimony of 

NO 090009-E1 hearing. 

The May 1, 2009 testimony of states “As would be expected, the Company 

I I through September 2009, and continues to this date. However, as explained in the management 
I 2responses to the Concentric-bvestigation Report, given the amount of activity occurring 

alternatives, and present the results to senior management for approval, the cost estitnate 

communicate outside the company. FPL aoknowledges that I&. Reed’s report reaches a 
different conclusion. 

to evaluate the costs project.” Indeed, this evaluation conthued 

during the balance of 2009 ( i d  beyond) to review and challenge the cost estimate, consider 

(forecasts), mainly involving the fatter part of the project, were not sufficiently firm to 

18 As explained in the management response letters 0-ud -to the Concentric 
I 9 Report, FPL had been provided cost estimates from its EPC vendor that had hot been fully vetted 

or challenged. As late BS July 25,2009, the vendor had agreed that there were opportunities to 
Zzadjust their estimates downward and would strive to do so. Additionally, FPL was considering 

2 2  alternatives to the EPC vendor which would have the potential to significantly change the cost 
23 estimates that had been provided. Given the amount of activity occurring in May through 
Z$December 2009 (and beyond) to review and challenge the cost estimates and consider 
zJ(alternatives, the cost estimates in FPL’s possession were not accepted by senior management and 
-& not sufficiently fum for reporting outside ofthe company. 

30 

2 l F P L  is committed to providing current and accurate information to the Commission and its Staff, 
so that the Commission can fulfill its jurisdictional responsibilities. As discussed in PPL’s 

2! 2 response to Interrogatory No. 25, FPL has implemented all but two of ConcentriO’s 3 recommendations to date. 

FPL 153778 
NCR-IO 
.. 



~ CONPIDENTIAL 

Florlda Power 8, Light Company 
Docket No. 100009-€1 
Staff’s Seventh Set of lnterrogatorles 
interrogatory No. 32 
Page 1 of I 

Q. 
If FPL management did not consider supplementing the May 1, 2009 testimony of I 

to address the concerns &om the February 19, 2010 letter aud the 
Report, explain why. Include in your response a ata or analyses that PPL 

available and all other substantive information that FPL did not have or 

‘z 
3 
$ could not have reasoiably known prior to the date of the 2009 
b DocketNo. 090009-BI hearing. 

A. 7 Please see FPL’s response to No. 31, 

pPL153179 
NCR-10 . - -  

23 
.~ .. 
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Florida Power & Light Company 
Docket No. 10M)OQ-El 
Staff's Seventh Set of Interrogatories 
iiiterrogatory No. 33 
Page 2 of I 

Q. 
Please describe any efforts FPL made during the timeframe May through September 2009 to 
reassess the estimated cost and budget for the EPU projects at St. Lucie and T.urke.y Point. 

A. 
During the timefiame of May through December 2009, and continuing today, the EPU Project 
Team took exteusive inea~uiw to reassess the scope and the estimated cost and budgets for the 
EPU project, also taking into account a projected higher level of output. Although design 
engineering was in the early stages and the project was still identifying new scope, the team 
assessed the fullher potential scope growth, risks and contracts. The project team assessed 
alternative execution approaches fiom changing the EPC vendor to self- performing or 
acceleratjng design engineering. FPL reassessed original and new project scope through a 
detailed lineby-line review and evahated the potential downstream effects on resetting the LAR 
review clock. It also evaluated the implementation outage sequencing and scope optimization 
which would ultimately minimize outage overlaps. 



Florlda Power & Llght Company 

Staffs Seventh Set of Interrogatories 
Interrogatory No. 34 
Page 1 of 1 

Docket NO. taaoa9.Ei 

Q. 
Please provide a chronology of all FPL management actions, if auy, prior to the date of the 2009 
Dooket No. 090009-E1 hearing specifically directed at ensuring the PSC was provided with the 
best available EPUproject cost estimates and related information 
Iuclude in your response the name of the manager invoked, his or her position, and that person‘s 
contribution to PPL management‘s effort in providing the information. If there w a s  no 
management review process of the testimony and evidence provided to the PSC, explain why 
not. 

A. 
All testimony that is developed and sponsored with respect to a witness is thoroughly reviewed 
and factchecked within therelevant business unit. Witnesses are ultimately resyonsible for the 
content of their testimony. Additionally, all witnesses are requested to review their testimony 
prior to the date of tee hearing so that FPL can provide parties with advance notice of any 
corrections to testimony by filing errata sheets. This process helps ensure the.accuracy of FPL’s 
testimony prior to hearing. Errata for several witnesses, includin-, mere provided 
in the 090009-EI dooket. 

With respect to the EPU testimony, the EPU team utilizes a “Blue Sheet’ sign off process to 
ensure appropriate management personnel have reviewed and approved the information being 
provided to the Commission. The %Blue Sheet” is typically signed hy at least four project 
personnel cognizant of the information being provided, including the designated FPL Witness. 
This process is modeled after the “Blue Sheet” prohess FPL uses for submittals to the Nuclear 
Regulatory Commission. This process was employed in Docket No.’090009-EI and Docket NO. 

I 

100009-EI.’ 

PPL 153781 
’. NCR-IO 



FIorlda Power & Llufit Company 
Docket No. f00009-EI 
Staffs Seventh Set of Interrogatories 
lnterrogatoly No. 36 
Page 1 of 1 

v Q. 
In the normal course ofbusiness, does PPL prepare EPU project budgets and estimates that FPL 
management does not consider appropriate to include in its testimony in the Nuclear Cost 
Recovery Clause?If so, explain why FPL feels it is not appropriate to include ~ I I  testimony. 

A. 
Yes. The EPU budget is approved once a year, but actual expenses and updated estimates are 
prepared monthly aud reported on monthly cash flow charts. It would be unwieldy to include 
exery iteration (Le., every month) of the project cost estimates in testimony. Business 
documents reflecting cost estimate variations over the course of the year, such as executive 
management pmentations and monthly cash flow charts, are provided in discovery (see, e.g., 
FPL’s response to OPC’s First Requst for Production of Documents No. 17 in Docket No. 
100009-321). 

. 



Florida Power & Llght Company 
Docket No. 'lOOOO9-EI 
Siaff's Seventh Set of Interrogatories 
Interrogafory No. 36 
Page 1 of 1 

Q. 
In the iiormal course of business, does FPL prepare Turkey Point 6 and 7 project budgets and 
estimates that FPL management does not consider appropriate to include in its testimony in the 
Nuclear Cost Recovery Clause? If so, explain why FF'L feels it is not appropriate to include in 
testimony. 

k 
Yes. FPL routindy monitors future activities associated with the Turkey Point 6 & 7 project and 
would revise the forward estimate as necessary if actual expenditures are expected to depart *om 
the budget, It would be unwieldy to include every iteration of the project cost estimates in 
testimony. Business documents reflectingthe cost variations over the course of the year, such as 
executive management presentations and monthly cash flow reports, are provided in discovery 
(see, e.g., FPL's response to OPC's First Request for Production of Documents No. 4). 

.. . .. . -. 
. .. 

. .  . .  .. 
FPL 153783 
-NCR-10 

... .. , . . ~  
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Florlda Power & Llght Company 
Docket No. 10DDOQ-El 
Sfaff% Seventh Set of lnterrogatorles 
Interrogatory No. 37 
Page 1 of 1 

Q. 
At the September 9, 2009 meeting anlongst FPL senior management regarding the EPU costs, 
describe the nature of the meethg and include the nature bf any new project estimates or budgets 
that were adopted or approved and how these estimates or budgets were intended to be used. 

A. 
The September 9, 2009 meeting was a regularly scheduled Executive Steering Committee 
meeting for the EPU project, which typically occurs every month. The meeting provided the 
status of license amendment engineering analysis, design engineering status, status of scope 
review, EPC alternatives, and challenges associafed miflithe project. There were no new project 
estimates or budgets adopted or approved at that meeting. 

EPL I53184 
' NCR-10 



Florlda Power & Llght Company 
Docket No. 100008.EI 

. Staffs Seventh Set of lnfermgaforles 
Interrogatory No. 38 
Page 1 of 1 

Q. 
Explain the timing of the Se te ber 9 2009 meeting and action in relation to the September 8, 

\ 2009 presentation b y e  f testimony at the FPSC NCRC hearing. Include in your 
explanation whether the September 9, 2009 meeting was a regularly-held or periodic meeting, 
whether the meeting was a special meeting to review the EPU budget costs, and list the dafes and 
times of other similar meetings of this type held during 2009. 

A. 
The September 9,2009 meeting was a regularly held, monthlyExecutive Steering Committee 
meeting to discuss the status of the EPU project and any emerging issues. Costs and budgets me 
routinely addressed in these meetings. 

The dates of the Executive Steering Committee meetings in 2009 were: 

January 21,2009 June 23,2009 November 12,2009 
Febmary24,2009 July25,2009 December 28,2009 
March 27,2009 September 9,2009 
April 24,2009 September 28,2009 
May 9,2009 October 23,2009 

, .  

The new EPU management team was assigned effective August 1,2010. As a result, the 
regularly scheduled August meeting was held in early September to facilitate the management 
transition. 

. .  . .  . . . .. . 
. .  ... . 

FPL 153785 
. -. . . -. NCR-10 ~ ~~ 
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Florida Power& Light Company 
Docket No. 100009-El 
Staff'e Seventh Set of interrogatorles 
Interrogatory No. 44 
Page 1 of 1 

Q. 
The following interrogatories 39- 44 are in reference to Pressure Discrepancies discussed on 
page 34 of Commission'staffs R d e w  of FPL 's Project Management Internal Controls for 
Nuclear Plant Uprate and Constiuction Piojects, dated July 2010. 

What was the cost of the turbine upgrade contract prior to the contract change? 

A. 
The cost of the Turkey Point turbine upgrade contract is 
Schedule &7A filed on May 3,2010. The PTN turbine upgrade contract price has not changed. 
The redacted amount is confidential and will be made available by FPL for'xeview and 
inspection by Staff st PPL' s Tallahassee Office at 215 South Monroe Street, Suite 810, 
Tallahassee, Florida, during regular business hours, 8 a.m. to 5 pm., Monday through Friday, 
upon reasonable notice to FPL's counsel. 

provided on line 20 of 

. .  
. -.. 
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SubJea: FYI; Per our dlxusslon 
Datal 
Attnchnientr; 7 

TO: lQw&xl 

Vlednerday, t.larch IO, 2010 10:01:07 AM 

Snmriel G. E~ton 
Project Mnnnger 
Conccirtric Energy Advisors 

.. , , .,(ti ?:.!, !, !;:I:! 
................. >.. .., .. 
'Q.ONC:ENTpIG' .................. 

. .  
293 Boston Post Road \Vest, Suite 500 
bInrlbotougli, MA 01152 
lkcct: (508)263-6233 
blobilc: (6 I7)970-2383 
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PPI, Oroiip Cllnlriiinn Rnd CBO 
700 Unlvoiso Dlvd. 

Venr Mr. M y :  

I 1f11a wrlllng lo you wllh n conovriisabixitoost pcrforniniiw IiiNuolcorPrr~Jeols nnd Extended 
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I< ~oi i l l i ly  VnrlniiceRoiiortor n SlloPfoJoct SlnlusRopoil fvrNuolenrl'ioJwls. PWIU ~ProJwt 
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17 \vom nrkiill oPn PmJoot Coiilrols sliorlcoiiiliig. IJoi0l'v\vorU~r~to, my ProJool Coiihvls Toaiii 
if dovolop4 oxle~islvo j i ~ J w l  l i rd loahr~ lii Pcbninty of7AO9 nnd pnllenied then1 nRcr lliooe used lo 
1'1 support 1110 "Rlg Dlg" Roslon Ar(0iy. 17iw fndlmlvn Jnvliidod DRmed Ynliio Moklca, Tlioeo 
'w liidlonloia wvwviipprovod by ilie I'cgleol Tonin niid prwoiilcd 10-h Mnmli 2009. Tlio 
ZI or l~ i~n l /~~Olo l tb i~~~wkl l l l  ou ItoBPU ShnroRoln~~~absllofyoa lovlow, Tliv Issiios eMOlliig 
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CU N IIIDENI’IAL 

Mnroh 15,2010 

John Reed 
Cliief Exwutlve Offiwr 
Conwnlrlo Energy Advisors 
293 Bostoi~ Post Road Wesl 
Sidle 500 
Mrrlborougli, MA 01752 

Re: Ititlopondent bnestlgntion of Febrciaiy 19, 2010 Cur~s~~o~i t lc i~cc  to Mr. Lewis Hay, PPL 
Grnup Chfllrnian olld CBO 

Dens Mr. Reed: 

Tlio purpose of tlils lctter is to request that your coinpany conducl on Iiidepondent factual 
iavesligntion rvltli respect to the stnfenionts nnd subjcct mattor contninetl i n  tlie referencctl 
correspondonce, n copy of wlilci~ Is nltrched, with the exceptlon of ninlters po~lnining to Ilic cniployoe 
perforinonce review or the nutiior of the ooi~espondence. 

The engngetncnl should be Iiandied subjeot lo the terms nnd contlilloiis of tile consultliig services 
agreenieiit amendment that nppiles to your cornpnny’s work for FPL through Deconibcr 3 I ,  2010, rnd 
billed to PPLseparotely froln ether work 1)erfpnned nnder thnt nniesdmont. 

Plense direct any roquosts for support or infoolmation reqsitod to support your work lo 11% 811d 
report the resalts ofyour invastignlion to me, Twould rppreclate it if you would sigo nntl return n copy of 
~ i i i s  lettor to me aoknowletlging agreement to parforin the abovereferenced scope of work subject to tim 

Enolosuro 

ACCEPJXD AS OP ,2010 

Concentrlc Energy Advisors, 1110. 

By: 

FPL 152889 
NCR-10 
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Florida Power 8 Light Company 
Docket No. 100WS.El 
Staffs Fourth Request for Production of Documents 
Request No. 22 
Page I of 1 

Q. 
Please provide copies of all written conimunicatiou described in response to Interrogatory 23. 

A. 
Please see pages 19-21 ofthe May, 3,2010 testimony of John Reed filed in this docket. 





Florida Power 8 Light Company 
Docket No. IOOOOB-El 
Staffs Fourth Request for Production of Documents 
Request No. 23 
Page 1 of 1 

Q. 
Please provide copies of all written coinmunication described in response to Interrogatory 24. 

A. 
Please see FPL' s coin mnnications with Concentr ic Energy Advisors provided in response to 
Staffs Fourth Request for Production of Documents Nos. 21 and 27, as well as the attached. 

FPL 153786 
NCR-10 
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CONFIDENTIAL 

sent: 
To: 

For DR 10-7.a tlmellne. 
~ 

~ __.._CI._.._____ ~ _____._._.._._..L__.....,.. ~ _..I_.__.-.. ~ 

Froin; Ianno, Jr., Ioseph [mallto:Jlanno@carltonflelds.~tt~l 
Sent: Wednesday, July 07,2010 10:33 AM 
To: - 
Cc: Calll, Paul A. 
Subject: RE: 

1-I- 

I We recelved the letter by etnail on February 26,2010. m a s  intervlewed by Paul Calli and 
Adam Schwartz on March 4, 2010 at 1O:OO a.m. 

Please let me know If yo11 need anything fiilther. 

Joe 

C A R L ' J ' O N  F I B L D S  

-. 

A I T O R N I I Y S  A T  L A W  

Joseph Xanno, Jr. 
Attorney At Law 

Cltyl~lvcc Tower 
525 Okcechobee Boulevard, Sulk 1200 
West Ikdm Ueach, Florlda 33401-6350 

cllrcct 561.650.8008 
fax 561.659.7368 
J- 
lYW,.@lltOnneldS.FOm 
Lle 
Y€ar4 

Confldontlal: Thls e-mall conlalns a conimunlcatlon protected by the attorney-cllent prlvllege or 
constitutes work product. If you do not expect such a communlcatlon please delete thls message wlthout 
readlng It or any attachment and then notlfy the sender OF thls Inadvertent dellvery. 

ICDR 10.7 EPU 

1 

CONFIDENTIAL 023809 
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. ~ .E~- - . . . . l - - . - - I ___ - I I_  ~ " . _ _  
F ~ ~ i t i ~ [ ~ i a l l t ~ ~ ~ ~ l . ~ o " i ]  
Sent: Tuesday, July 06,ZOiO 5:27 PM 
To: Iaiiito, Jr., Joseph 
Subject: 

Joe - hope all Is  well. 

a Cali you tell iiie the date tha t  your firin received 111- allegatioil le t ter  dated Felxtiary 19, 203.0 aiirl 
the date of your f lm 's  iiitervlew wkh Iilni? 7'iianks. 

3- 
Vice Presldciit & General Counsel - Nuclear 
Florlda Power & Llglit Company 

Jlino Beacli, Florlcla 33408 
Telephone 561-631-7126 
Facslinllo 561-631-7135 

700 uilivcrse nivd. 

~. - 
c) 
5- 

Thls lrai~sinlrslon Is Intended to be delivered only lo lhenamcd addrerscc(r) and m a y  conlaln Informallon (hat Is conlldenllal andfor leeally 
prluilcgcd. I f  thlrlnlorniatlonlr recelved byaiiyaiiaollicrlliaiilhenaiiiedaddressee[r), thereclplentshouldlmmedlatclynolllylhe~ender~ye- 
nialloiid bytelephoneat561-691-712Gaiirl pcrn~nncl i l ly i le letel l~ecr l~lr~sla~id anycopy, Iilcludlaganyprln~out oflhc Iliformallon. Inno event . 
shal l  thk rnaterlal be read, used, copled, icproducod,ilored, or retalned by anyone other t h a n  the nanied addrorrae(s). CKCept\YIlII the express 
consent of lfie render. 

ICDR 10.7 EPU 
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Florida Power & Light Company 
Docket No. 100009-El 
Staffs Fourth Request for Production of Documents 
Request No. 24 
Page 1 of 1 

Q. 
Provide copies of all written actions or reviews or minutes of meetings described in response to 
Iiiterrogatory 25. 

A. 
A copy of the written actions are provided in the final Concentric Investigatioii Report, provided 
in response to Staffs 4th Request for Production of Documents Nos. 25 and 29, as well as in 
FPL's response to Interrogatoiy No. 25. 

FPL 152849 
NCR-10 





Florida Power 8, Light Company 
Docket No. 100008-El 
Staffs Fourlh Reauest for Production of Documents 
Request No. 26 
Page 1 of I 

Q. 
Please provide copies of all written coinmutiication described in response to interrogatory 27. 

A. 
Please see pages 19-21 of the May, 3, 2010 testimony of John Reed filed in this docket. Please 
see also FPL's responses to audit data request 8-3 and 8-3 supplemental, attached. 
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Florida Power & Light Company 
Docket No. 100ODS-Ei 
Stafl's lnteriial Controls EPU 
Request No. 8.3 EPU 
Page 1 of 1 

Q. 
Please provide a copy of the Concentric iiivestigatioo of EPU; to be completed in May 20 IO, 
when it is available. 

A. 
The report will be provided as sooii as completed. 
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Florlda Power & Light Company 
Docket No. 100009.EI 
Staff's Internal Controls EPU 
Request No. 0.3 Supplemental 
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Q. 
Please provide a copy of Ihe Concentric investigation of EPU, to be completed in May 2010, 
when it is available. 

A. 
Please see attached. 
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CONPIDENI’WL 

Execiitive Siimmety 

1 This rcporr is the result ofnn npproiinately hvo tnonth long hivcstigauon undertaken by Concenkic 
2 Eiiergy Advisors at Ilia request of Norida Power K. Light’s Law D 
7 triggered by a letter that \vas sent to 1VL Group’s CEO frotii a 

witliin the nuclear division of 1VL. This letter made sew 
5 mntiagcmenh pcrforniancc rcgardiug the cost estimation nnd project conuols futictioiis of the 
(. Coiiipnng’s Extended Power Uprate projects, a n d  raised concerns about die tunctiness and reliability 
7 of 1VL’s interrial mid extcuial xepwliiig of RPU-related inforinntioti. 

Our iiivestigntion has fociised on two scpamte sets of issues stemtiuiig from the letler and oiir 

siibseqiient inforniauon gathering process: 1) wlietlier FPL’s decision to continiie pursuing tlie 
W U  Project in 2009 was prudent, and wlietlier the costs tlint have been incurred for this project 
were all priidciitly incurred, and 2) what policies, procedures or practices within FP1:s EPU Project 
may nccd to be revised or feiofozced to address the coiiccrns raised in this letter. 

C)or invcstigatioii has iilcluded 13 interviews and the review, or re-xeview, of thoosands of pages of 
documentation prodoced by tlic IlPIJ Project in 2008,2009, and 2010. We have concluded that: 

5. 

FPL’s decision to continue piirsuing tlie fiPU Project in 2009 w a s  priidcnt and \ws expected 
to be bciicficial to WL’s ciistoiiiersi PPI. p ~ ~ p e r l y  coiisidered an updated cost estimate In  its 
updated feasibility analysis io Jnly 2009, wliicli reinforced the conclusion that significant 
benefits were expected from the PKO~CC~. 
AU of FPL’s expendihires on tlieEPU Project Iiavc been prudently incurrcd. 
Certaiti information pro.ovidct1 by FPL in tlie 2009 NCllC was oiit-of-date niid did iiot 
represent die best information available at that the ;  FPI. is cwrently taking steps that 
Concentric believes will address this concerli for the filhxe. 
The Bl’U Project nianngcnient did not consistently follow certaiii procedures that \\wc 
intended to govern this projcct in 2009; in addition, thc Project’s senior management in tlic 
first IialF of 2003 \vas slow to Lvspond to concerns that werc raised regarding the Project’s 
cost estinintes; tlicse issiies are curreiitlg beliig addressed by the seoior maaagcment team 
that \VIIS iiistnlled in the second half of 2009. 
FPI. should consider taking certain actions that are discussed in tlic body of this report to 
strengthen the l’iwject Controls orgaiiizntion and to bcttcr ensure cotnpliancc with existing 
pr0ccd11rcs. 
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Iiitroduction 

irman and Chief Executive Officu of FI’L Group, 

5‘ Power Upt;lte io 2009” and allcgations rclatcd to tlic ieporting of this performance to WL’s 
6 cxccntive management and die Florida Public Scmice Coriunission (TL I’SC’) 

7 Concentric Enerw Advisors, Iric (‘Concentric’’) was provicled aii electronic copy of this letter by 
8 FPL’s Law a n d  Regulatory hffaks Departnicnts on Alarcli 10, 2010. A copy of tlie letter is attached 
9 as Exhibit 1. Follo\i<ng initial discussions behvcen Concentric and FPL, Cancentric was retained by 
IJFPL’s Law Denartmcnt on AhrcIi 15. 2010 to conduct an indeimident ifivestieation of the claims u 

I1 and niattcrs sc; forth in t h e m  Lcttcr? A copy of Conccntrk engagement letter is included as 
ft Exlubit 2. Pursuant to Concemic’s 
(?’Law Department, and spccifinlly to 
ly All data requests \xrc  sent directly 
f( Conceiitric’s ruldiiigs and rcconiiiicn 

I1 Conccntric’s investigatioii ol the allegations mised h tlie -1Etter explicitly excluded matters 
I 7 related to tlie perforniancc rc\hv 0- and all other human resources rclatcd matters. 
[( Concentric undexstnnds that tliese niattms are being and will continue to be lrandlcd interiially by 
f q  FI’L’s Hiinian Resources Department. 

-tu‘ Thc reinaiuder of oiir report is organizcd into eight sections. Section II presents a siimmary of 
%I Concentric’s work plan tliat \\pas used to perform this investigation. Section I11 includes a suniinar-). 
2% response to the =Letter, inclodiiig refereoce to an  intertinented copy of tlic =Letter. 
23 Scction IV pxcsciits a chronology of kcy events related to the P L e t t c r  occurring bchveen 
Vf Januatp 2008 and hlairh 2010. Section 1 7  reviews Conceiitric’s fiii fogs rclatcd to FPL’s decision to 
~{procced wi th  the Estcnded Power Uprate I’rojccts at the Company’s St. Lucie (TSL”) and Turkey 

Point (“P’IW’’) Nuclear Po\vcr plants C‘EPU Projccts”), A s  discussed furtlicr in this section, 
23 Concentric lias focused its attention in this matter on tlic nuclear units i n  Florida diie to tlie state 
<r regulatory StIuchlrC. Section VI reviews tlic ”nplicntions of tlic = Letter and Coiicentric’s 
7 4  iiivestigation of FPCs activities io the Nuclear Cost Rccovery Clause C‘NCIK’’) dockets in 2008 and 
‘30 2009.‘ A rcview of Conccntric’s findings rdatcd to tlie tlo\v of infoiiiiation from PI’L to the FL 
3 I I’SC and its staff (“FL PSC Staft”) can bc found in Section VU. Siiiilarly, a re&.\\, of tlie flow of 
32 information \vithin IVL can be found in Section VIII. Finally, a review of Concentric’s findings and 
?+ specific recoinincudations can be found in Scction IX. These recommendations should be rend in 

conjunction \\it11 tlie Iirc-filnl direct testinioiiy of Mr. John J. Reed, fded with the Florida Public 
4 Service Comnussion on Alarcli 1” and May 3’” in Docket 100009-EI. 
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11. Coiiceiitric Overview ntid Workplan 

Concenaic is a management and economic consulting firm based in h.[;lrlborougli, MA. Coiiceouic 
has previously been rctained by FPL to p r o d e  regdatoiy support on R vaxiety of matters incliiding 
testinioiiy before the FJ. PSC. A list of Conccnaic’s prior work for FPL is provided in Exlubit 3. 
Concentric’s work plau for tliis investigation is provided below. 

A. Oseiview of Scop e 

1 Concetitric’s scope of \vork regnrding tlie investigntioli of allegations contained iii tlie =letter 
2 included a factual review of the events behvcal August 2007 nod A,latcli 31, 2010. Concentric thcli 

ctcriidnc how tliis set of evelits supported ot cnntixlicted the allegations contained in ! ;cw ctterand affected the distribution of infomiation witliin WL and to the FL I’SC. Finally 
f wc have provided our recommendations for iolprovements tlia t will help prevent similar issucs Tram 
6 occurring in tlie fiihire . 
‘7 11s outlined below, the asser~ions outtinct1 in t~ic- Letter iargely fa11 within two categories: I) 
g tile prudence oCFPL’s actions niid the distribution of inforination to tlic FL PSC and; 2) the iiitcriial 
9 diswibution of EPU Pmject-related inforination. 

B. sources of infornintioq 

. 10 Conccntric‘s iovestigation into this mattcr relied npon hvo ptimaiy patlnvays for ilifo~matiotl. First, 
umentatioii to 1’PL in order to deepen 011r Ip14pt 1.cttcr and to indcpcndciitly coiifirm dctails 

’I Concentric sitbiiiitted n number of requests 
I2 knowledge of the allegations set forth i n  tbe 
f j  provided to us in the inteivicws described below. A log of Conccnaic’s document rcqtlesls can be 
1’1  found iti Exhibit 4. 

({ Concciitnc also quested md conducted 13 scpatntc intci&\vs. Eight of Concentric’s ititelvicwvs 
1‘ were conducted in  person at tlie offices of FPL 01’ n t  a n  off-site location, depeltdilig 011 thclocntion 
17 of tlic inteiviewce. AU of 
fb‘ Concentric’s intclviews occurrcd behvcen the weeks of A,Inrcli 1.5 and lipril 12. 
(7 specific individuals to be inteivicwed based upon thc allcgations contained io die 
luprior iiitcivicws, and Concenttic’s understanding of the EPU Project org& 
2( considers the nalnes of tlie iodividunls we interviewed to be confidential. Prior to beginning ench 
21 inteivicw, Concentric rcvicwcd tlic FPJ. Code of Dusinrss Cotlcluct and Etldcs (tlie Tode”) w i t h  
L’) cadi intenkwvce. ’Ibis review inclialed n specific discussion of each employee’s “xespoiisibilir). to 
ZI/report any actual OP suspected violatioli o f n  law or regillation, nny achid OE siispected frntal, niid any 
2f otlrcr violation or susprcted violatioil of tliis Code,”‘ Similarly, Concentric reitented the Collrpaoy’s 
a6 lion-retaliation conmlitnient oiitliiicd io thc Codc? At the conclusion of each inteiview, the 
L? intei+.icwces were given nn opportunity to raise any additional conccrns they mag haw had. 

‘lg The information Concentric relied upon in this investigation \vas supplciiieiitcd by Concentric’s 
2‘1 existing knowlcdge of tlie D1’U Projccts’ otgaiiimtion and activities. 

The tenmining five interviews \\we cotiductcd via telephone. 

PYL 152902 
NCR-10 
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C. h k p e  ndencc 

1 'I'tirougIiout Concentric's investigation into the allegations conmined wit~liii the =Letter, 
'2 Conccatric niaintaincd our indcpeiidence from FPL's Law atid Regulatoiy Affairs Dclmtments. 

Letter and tlie allegations contained therein is oiir own, 3 0111 apptoaci to investigating the 
and not tlic result of specific direc ions toin FPL, its employees, or contractors. To this elid, IWL 

5 did not place nny constraints on Concentric's RCCCSS to current and foriner employees. Lastly, 
Concentric was not constrained by budgct or schedule expectations on the part of FPL. 

Conceiitric's findiiigs in this inatter arc based upon oiir review of nrigiiral soiirces. rancentric did 
not rely solely upon statements b FPL employees or contractors. -Instead, Concentric reviewed nnd 

Letter niid Concentric's inteivie\vs with conteinporaneous 4 verified assertions iiiadc in thc) 
IO docuinents produced by the EPU PEoject team whencvcr possiblc. 'I'lie documents relied upon as 
I I part of this investigation are preseiiled in Exhibit 5. 

R 

a 
. .  . .  D. 

IZ  Concentric's report is divided into two majot categories. First OW report addresses those items 
ff wliich are directly related to tlic IIL 1'SC and lmidcncc of FPL's decisions nnd actions. Second, 
ly Concentric has reviewed and addressed tlic developiiimt niid distributioii of information withill 
(< WL. Concentric iiotes this division is iieccssar). to differentiate those matters which may affect 
Ib FPL's recovery of costs mid intcrnction with the FL PSC, from those matters which represent best 
11 prncticcs in tlie development atid disbi4ution of iofonnation within FPL. 

Iy  Sections 111 and 1x7 oC the report provide fachinl backgrounds for both categories of this report. 
14 Sections V throitgli VIII nddrcss the innttcrs related ta the FL PSC and tlie prudence of FPL's 
ZU decisions and actions. Filially, Sections IX and X address lVL's dcvdopment a n d  internnl 
LI distribution ofiiiforniatioii relating to the E1'U I'roject forecast. 

E. ICev ciiiesliPus 

Za Concentric's review of thc allegations rniscd in the Letter and oiir interview, identified three 

W to dctennim wliether any itnpiudent costs  were passed onto Fl'L's customers, or if IWL did provide 
Zg &\.ant iiiformntion from the FL PSC. 

2G 
'&=I 
% 

31) imprudent decision-making? 

21 key questions whicli air  relaled to the prudence o fm s actions. 'I'hesc key questions are inieuded 

1. Did FPL make the correct decision to pr~cced with the EPU Projects in 2009 ia light of the 
best hilorinntion available at the time decision was made? 'I'lus qiicstion is a tlxesbold issue 
for assuringpmdeiit conduct on the part of FPL. 

2. Were mg costs incorrccl thnt should not be passed on to FPL's custoiiiers on tlie grouiids of 

3. \Vas tlie information provided to the FL I'SC and tlic inteivencrs i n  each of the NCllC 
dockcts acciiinte, consistent, timely and reliable? 

7i 
92 

31 Concentric also identified two key qiicstions which relate to the internnl development and 
$4 disuibutioii of EPU Project-related inforination. 'I'liese kcy qiicstions are intended to deterniine if 
%- FPL's cxcciitive niaiingenient were itiformed as to the clircction of the EPU Project. 

@ Page 3 of 23 
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1. \Vas tlie information flowing from die EPU Projects to FPL‘s executive management 
accurate, timely, consistent, and reliable? 

2. \Viat polices, processes, and procedures, if any, need to be reviewed as a result of 
Coticentiic’s findings? 

I III. Response t o m L e t t e r  

‘z- 

7 
’f 

Exlliit 6 preseiits a copy of t h e m  Letter to which Concentric lias added its suinniaiylevel 
obsenwioos tliat resulted fioni onr investigation of tlie allegations contained tlierein. In addition, 
nch obsenwion contains a citation to this report. 

ctter were shown to A s  can be seen in &hibit 6, niost of the factual assertions raised iti the 
be accurate. Specifically, Concentric Iias noted docomentation w i ~ c  1 confirms - 
stnteiiients related to tlie tinuiig of the initial scoping studies by Slinw am1 tlie ongoing changes in 
the overall project scope. However, Concentric believes die evolving scope of tlie EPlJ Ptwjects to 
liave been the predictable result of tlie rcgiilatory and engincuing factors wliicli are inlierent in any 

rl b 
7 
C 
7 
13 complex tiuclear retrofit proiect. 

/I 
12 
(7 

j t: Along these same lines, Concentric has rc\~iewved certain reports relied upon by 
support his assertion tliat as of November 2009, the EPU Projects were continuing to incnsnre t le11 
cost perforniance relative to tlic original 2007 cost eshiiates. These reports, tlie November PTN 

assertion. However, all of tlie Executive Steering Coinunittee (‘73s”’) presentations since 
Cash Flow Report‘ and die PSI, Annual Project Cash Flow Kcport‘, confirined 

/b July 25,2009, and specifically in November 2009, used tlie updated cost forecast.‘ 

11 foiind evidence wliich indicates the and tlic 
lli 
IY Slinilar oviiorninities were noted tlirougliont tlie second linlf of 2008, and specifically in December, 

were alerted to the potential for 
.I - 

7U 2008 xvlien these individuals were presented with a prelinuna~g revised forecast for PSL. This 
2( followed the award of an engineering, procurement and constmction (“EPC”) contract for the EPU 
2r Projects to Becbtel Coipointion (Teclitel”). At this tinie, the 1’SL Project Team w a s  told to 
13 continue iefining their forecast until February 2009 \\.lien it \vas reviewed a p i n  by the EIJU scnior 
W management. A s  noted in Section IV, the folecast presented in Febrwai). 2009 \vas sigiificandy 
Z f  higher tlmi tlie 2008 forecast. 

Tlie basis of this findingioclurles Cvncentric’s 
chose to on a noli-anonyiiioiis 

Moreover, Concentric 

21 overall, concentiic foimd-to 
ZI intelview witl-tlie fact that 

is a capable project controls employee wit11 a sttong backgtound within l i s  
employment history includes the previous positions noted in the = 29 believes 

?I Letter“ and many years of prior project controls emplogmcnt RS a contixtor at Fl’L‘s PIN site, as 
72 well as other nuclear facilities in the US. FPL had enough confidence in -capabilities to 

8.11443, ,\&I 3, ZOOS. 
Lstter, p. 2. f - l  
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for iiniltiple major projects and a staff of approdniatelg 100 people.” While 
of all of tlic devdopnients and documents relating to tlic prepamtion and 

of cost estimates and his knowledge of tlie informtion f l ~ ~  for the EPU Projccts 
’1 ccascd \vIien lie left the Project in July, 2009, his letter is largely fachially accuatc!2 

1V. Cliroiiology of Events 

h chronology of tlie EPU Projects is pxesented in Exliibit 8. A summary of the cliro~iology, 
including the tnnjor events ielemnt to Concenmic’s xcvicw arc liigliliglitcd below. This chronology 
wns used to more fully understand tlie ongoing dynamics of the EPU Projccts nnd tlic precise titiling 
of certain EPU Project activities. n i e  siininiary preseoted bclow should not be used as a substitutc 

cj for a review of the entire chronology presented in Exliibit 8. 

A. Chronology 

1s The EPU Projects began i n  2007, at\vliicli tiinc XWL undertook an  hiitial scopiiig studg to determine 
I f  fi rough ordcr of magnitucle (YiOhP) cost estimate based up011 a prdiii4naq ussessIneIit of the 
12. components wliicli woiild require replnccment to opelxte PSL and PTN at tlic uprated conditions.” 
(f Concentric understands, ns originally proposed, dic EPU Projects were expected to coniinence 
Iq opetations post-2012, but tlie sdiedule w a s  advanced following the FLl’SCs rcjection of tlic Glades 
(<Power l’nrk Dctcriiunation of Nced in 2007.‘‘ FFL filed for n Deternunation of Need for the l3PU 
I6 Projects on Septaiibcr 17,2007.“ 

17 In tlic winter of 2007 nnd ZOOS, FPI. retained Sliaw to revicw 1VL’s initial scoping shidy and to 
I\  confirm or reject the results of diis analysis. Concentric understands from our ititelviews that these 
lq studies genetnlly confitmed thc IVL scopiog rndysis, but some discrepancies related to the 
1J replaccoient OL reCiirl~islimeot of certain components existed for Turkey Point. ‘lh initial cost 

estimate hcludcd a contiagency allocation of npprosimately 45%.’6 

ZZIn April 2008, tlie EPU Project team assigned to PSL (the “PSL Project ‘l’cnoi”) idcntificd the 
t? potential to CKCCCCI tlic originnl FPL & Shnw scoping estimates. At  this lime, tlie PSI, Project Team 
‘ly initiated Condition Report 2008-11443 (the “Cl<”) wliicli stated tlie “H’U Project Feasibility Study 
15 may not Iinve captured the full spcctmin of modifications necessary” for the upratc.” In response 
‘1b to his CR, tlie EPU Project team developed a “High ltisk Mtigarion l’lan” wvllicli was attaclicd to 
21 tlic ClL” ’1:hc High Risk Mitigrtion Plan inclnded a list of actions which were reqiiired to be 
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I coiiipleted by the EPU Project team including prcparatioo and subiiussion of a revised cost estimate 
2 to the -, amon otlier items. ’I’lic High Risk Mitigalion Plan was signed by the 
I lid the - but iiot tlic -1 Concentric docs 

not believe that this I-ligi Risk Mitigation Plsn was ever coiiipleted. Cohcentric also requested a 
Y copy of the revised cost estiiiate desciibed LI thc High Risk A4itigrtion Pian, biit was told that this 
b document could not be located, nor could its existence be corlfiilncd.“ 

7 ’I’hroiiglioot the pcriod from Aogiist 2008 to Novcmbcr 2008, tlie PSL trcnd register indicated a 
poteiitinl for undercstirnation of the EI’C costs for the 1’SLBPU. On Novenlbcr 7,2008 tlie EPU 

‘r Projects’ EPC vendor snbiiitted a tevised forecast of $2621\ttvl for the PTN EPU? ’1% compares 
19 to tlie scoplng analysis assiimption of 5225bIM.2’ 

( I  Iti December 2008, the 1’SL I’toject Team again ideiiufied the potenual to exceed the origitial 
17. forecast following tlie erccotioti of tlie EPC agreementwid1 Bcchtcl. A preliinhary, revised forecast 
1.I fox PSL \VIIS prepared and provided to the EPU Project management at that liiiie. E1’U Project 
9, niaiingeineiit, however, requested that the PSL Project Controls group fiirtlier refitie and develop 
I$  tlic revised fotecast. 

fb C11-2008.37753 w a s  written by the PSL Ptoject’I’eaIn iii Deceliiber 2008 nnd noted the EPU Project 
17 is a major change for PSL Raid should liave a cliaiige Iiiauagenient plan in place. In addition, C11- 

2008-37753 goes 011 to state that CR-2QO8-ll443 was closed with several fuhire actions colitained 
19 within a risk initigation plan slid tracked sepamtelg within the 1IPU Itislc Mitigation Program. CR- 
‘W 2008-37753 coiicluded that there was a “nussed opporhliiity” to trent Clt-2008.11443 as a change 
7.1 niaiiageineut plan.” 

ZL 11 secoiid meeting to revicw the revised PSL forecnst occurred in Febilmly 2009. This meeting was 
who was y attended by the RPU Project manazemcnt tcam atid reportedly included 

l y  appointed h e  
Lf this time EPU Senior IvIavintiagcnieot WRS prcsmtcd with a forecast of approsimatel)’ $785 hbf for 
U PSL, an increase o udget.“ It was reported to 

2) Concentric that tli csponclcd with a numnbes of 
t< questions related recas t and requested additional retitienlent of the 
tcl forccnst. 

s of Januaiy 2009, and tlic 

30 A similar exercise was undertaken for 1”I’N in h*Izrcli 2009, nod PTN bcgan to report its 
ii r .is& forecast. Howcver, the PTN Project Teaiii \vas instructed by 

1L th o revisc tlie iiiitial reports, to nieasurc cost performance relative 
11 to ise the tevised estiinate s~ill had to be “validated:’ atid because 

begin to evaluate Ll’TN’s] estimated cost to complete for the 
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i On May I, 2009 tli 
I befow the FL PSC. 

stibinittcd pre-filed, direct testimony h Docket 090009-E1 
stated “I‘lic EPU Projects am In this tcswnony, tlie 

filed direct testililov stated 

$ At tlie end of A*lay 2009, tlic EL’U Project management team reported to the FSC that the Beditel 
y IIPC estimates liad increased to a level in excess of 13cclitcl’s indicative bid? The ESC is cliarged 
lu with corporatc governance of the EPU Project, nnd includes PPI,% President, Chief Nuclear Officcr, 
/I Chief Piiiancial Officer, 1VL Group’s President, and several otliws. ‘Illis increase w a s  reported to 
It be tlic result of higher tliaii expected projections of field noli-maniial and niant~nl labor hours.” 
(3 Sinulnrly, the ciirrent EPU estimates wete repotted to iticltide redundant project nianagenient and 
[y oversiglit costs whicli tlie EPU Pto’cct management team believed may be ablr to be eliminated to 
l<reducc the EPC vendor’s forecast?’ Finally, it \vas repopolted that the El’U scope liad grown Inrgcr 
I(, tlinn the indicative bid ptcsentcd ui Novelnbet 2008. ‘lbe EPU Project nianagenient t e m  noted 
17 that the current estinintes were based on preliniinnry desigri infortnatioll. and that die project was i n  
It the process of refining ne\v “level 1” estiniates.” A target co~npletion date of Jiine 30, 2009 for tlic 
(5 new “level 1” estiinateswvas ~maented to the FSC at this n~eeting?~ 

TZU Follo\\ing the May 2009 ESC presentation, tlic E1)U I’toject n\anagemcnt team undertook an  El’U 
‘Ll Modification Scope Review for both PTN and PSI..” *l’11e tesults of these revle\vs wcre reported on 
2lJoiie 16, 2009 and recommended tlic elinunation of a substantial Iiunilxr of modifications as not 
13neeessary to operate in an upmted conditioii.” 

‘ y  The subsequent ESC nieetieg was held on June 28, 2009?* In his presentation, tlie EPU senior 
t( niatiageiiient tencn noted that the 111% Projects were completing “level 2’ estimates and reiterated 
‘t6 tlic concerns related to tlie EPC estimates siiicc Beclitel’s indicntivc bid hi November 2O0S.J6 ‘l’liis 
27 presentation \vas relatively short nnd precipitated a nucli inore detailed cost review inJuly 2009. 

‘i!g l h i n g  tlie ilitelvenlng period between the June alld July 2009 ESC presentations, the HPU l’roject 
25 team expended considerable effort to produce a detniled, “line-by-line” cost mcview for both the PSL 
% and TUN ptoject. Concurrently, n decision to replace tlic EPU senior maiiagement team \vas made. 

‘$I As a result FPL’s cxccutive teain reauitcd four employees for the EPU Project team including a new 
nd the 1 
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I - ’Jhcsc iiidividiials were selected and recruited fiom within FPL 
2 between the end ofJiiae 20W nnd July 25,2009. 

7 At the July 25,2009 ESC prescntation, tlie new EPU scnior nianagement teain was introduced and 
7 tlie ESC \vas briefed in detail on dic revised cost forecast. At this &ne, the forecast for 1’TN was 
5 revised upwad by approsiniatcly $161 inillion from 9749 inillion to $910 million?’ Sinularly, tlie 
b PSL forecast was rcviscd upward by appivsimately $140 niillioii fruni $G5G nillion to $796 million?‘ 
7 The slides which prcscntcd this information to tlie ESC nored that tlic “current budget” was being 

increnscd to llie “current forecast?” Simoltaiieonsly. tlic ESC \\,as adviscd that the Mag 1, 2009 
4 NCRC feasibility filing had been based on iiidudcd tile original 2008 cost forecast, and revised 
Iu feasibility scenal.ios were presented based upon the current forccast RS of July 25, 2009!O These 
II rcvised feasibility scenarios confinned tile continued cost effectiveness of h e  EPU Pcojects. ITL 

has tcported hiat tlic ESC nssigncd additioiial action items related to the reviscd forecast to the EPU 
‘1 Project h,laiingenieiit Tcnin. These nction items iiiclnded continued negotiations to reduce Hechtel’s 
’’1 msts. 

15 FoUowing the July 25, 2009 ESC mccting,=cft the EPU Pxojcct and ieturned to FI’L’s 
/b Niiclear Projects Department.” 

17 No OSC meetingwas held in August 2009, but both EPU Projects prodiiccd a cnsli flow report. In 
If the case of PTN, the Total PEoject Cash Flow report \vas not tipdated to reflect the revised forecast 
I? that Iiad been prcsentcd to cxcuuvc inanageinent on July 25, 2003.1’ In contrast, file I’SL Annual 
2u Project Cash Plow report \vas reviewed, the budget perfomatice indicator was changcd to red, atid 
21 the total projcct cost summaly prcscnted on this report continued to be shown ns “iindu review.”” 

NCRC hearings in ’I’nUaliassee began. During tlicse heatings tlic 
(cstificd thnt shoiild lie be nskcd tlie same questions contained witllin his 
is atwvers would renmin the ~ m ~ e . l ~  

’I( On September 9,2009, tlic IlsC \vas presented with n newly revised forecast that furtlicr illcreased 
9 the cost the EL’U Projects by npproximntely $104 h3M total for both sites.” ’lliis prescntafion stated 
27 that approximately 30% of tlie total project costs have “high ccrtninty.”“ 

‘221 At the October 22, 2009 ESC meeting, the ESC \vas ndvised tliat h e  cnrrcnt forccast for tlic 
2’1 projects \vas niicliangcd, biit tliat the contingency had decrcnsed by npproxitnntely $12 iiillioii~’ In 
10 addition, the AFUDC estiniate \vas decreascd by npproximntely $150 million to $200  nill lion? A 
71 footnote in tlic presentation indicates the AFUDC was rednccd to reflect FPL’s pro-mtn sliare of 

72 37 Exieiidcd l’owr Upmter, Project Updak,Twkccg Point, JuIy25,2OW, p. 5. 
S j  9 Extcndcd Powu Upntcr, Projojco Updite, Snitit Locie, July 25, 2009, p. 8. 

- 
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I PSL Unit 2.'9 'Ilie reriiaiilirig valiies sliown in this presctitation are dcpictcd as tiic full cost of tlie 
Z E1W Projects regaidless of ownership. 

Also in October, PSL. prodiiced two different AnniiaI Project Cash l7low Reports with clifferent 
y Vlget perfunnnnce indicators and different total project cust sumtnaries. 'Ilie first of these rcports 
$ IS dated October 1, 2009?O 'l'liis rcport includes a red petfurmatice indicator and tlie total project G cost suminaiy is Listed as "under review". The second rcport is dated October 2009. The budgct 
1 I'erforinnnceiiidicato~i~i this repoxt is Listed as yellow and tlic total project cost siiltuiiary is cliangcd 

to $651 ndlion?' No otic with wliom Concentric spoke codd explain the difference 02 the reason 8 for tlie two rcports. 

B. 4 ,Conclusions 

(d Concentric lias developed tbc following conclusiotis wliich arc mlcvnnt to the tlircc kcy questions 
(( noted in Sectioii 11 LO be relevattt to the pnidence oflVL's mnnagerncnt dccido~is mid the hvo key 
(Z questions relatcd to the iiifonnatioii development nnd distribution within I;pL: 

17 o 'L'hc original FPL n o d  Sliarv scoping shldics ptovidcd die basis for FPL's dcdsion to proceed 
with the EPU Projects io 2007. 

I1 a 'l'he EPU senior project maoageincut \vas alerted to tlic potetitinl for the forccnst to incrcasc as 
II, early as April 2008 through CR-2008-tl4.13. 
/I o 'l*lie EPU senior project liiatiagenicnt reviewed a pxclinunai)', revised forccnst for PSL as early as 
Cy Deccnibcr 2008 and a morc refiiied version of this analysis in lielmia~y 2009. 
(f The El'U senior iiianagaiieiit prepared llic July 25, 2009 ESC pxesentntions w i t h  the iiitelit of 
7~ providing a detailed, liiic-by-liue review of tlic cliaiiges to the forecast. 
1.f As ofJuly 25, 2009, 1VL believed the EPU Projects contiaucd to be ccono~nic based 011 the 
'21 revised forecast and xo'ectcd inctementnl outpnt. 
23 . The- w s  a\varc of and had assisted in tlic presentation of n tevisecl cost 
ZJ estitnate to s exeaiuvc matizgers on July 25,2000. 

'r: 

V. 

Z< In determining wlietlier El'U Project costs \vcrc prudcntly incuacd, tlic FL PSC \vi11 bc concerned 
U wvitii hvo items. Pkst is whether tlic decision to procecd with the project was piudctit based on the 
z.1 esixctcd ccuiioiiiic a i d  otlier Imiefits to I'PL's custonicrs. That question is addressed below. 
i f  Second, tlie PL PSC dl be concerned d t l i  wvliether tlic EPU Project's costs wcrc pnidently 
Zq incurred. This question is nddrcssed in Scctioii VI. 

FPL's Decision to Proceed with tlie EPUs 
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necessarily the case, this ,\vork was complctcd absent any dctailed design work. 71ic information 
presented in this study \vas usui as one component of a feasibilify analysis wliidi coinpared tlie 
operating cost of FPL’s portfolio of generating resources with and wvithout the BPU Projects?’ In 
addition to tlic cstiniated cost to complete the H1’U Pzojects, this nmlysis relied upon the pxojccted 
lcvcl of increnuitnl output, the commercial opemtions dates of thc EPU Projccts a n d  the dumtion 
of tlic outages. To the exteiit tlic rcsourcc portfolio that includcd tlie EPU Projects was projected 
to be dieaper to operate than  the geucrating portlolio nbsent tlic EPU Projects, it \vas deemed tlie 
EPU Projccts werc i i i  thc best iiitercst of FPL and its customers. Thus the qucstioti beconics would 
xeporting of tlie revised forccast to FPCs Excciitive h,lanageinent liavc niaterially affected the 
fcasibilily analysis and influenced PPL’s executive nianagenient’s decision to proceed with the EPU 
Ptojects in 2008 or again in 20091 

It would not be appropriate to assunie FPJ.:s executive management sliould have become awarc of 
die rcvised cost cstiinate in Dccetnber 2008. ‘l’lie estimate that \vas prcpared at this time was 
prclinlinsry i n  nature and warranted additional review by thc EPU Project teain to furthcr aligti it to 
the EPU senior nianngcment’s objectives for the EPU Projects. VirhiaUy all inteivicwvecs agreed wit11 
this coilclusioii. 

It is Concentric’s concliision that, at-best, awareness ofa revised forecast could liavc bccn improved 
by five inontlis. Concentric believes tlie five modi  &nefmine is nppropunte given the Ikbruary 
2009 meeting bchveni the EI’U senior maeagenient and thc PSL project tenni. As notcd above, this 
meeting foUowed an initial review of thc PSL cost estiinntc in December 7.008. Pollowing a 
conclusion as to how niiicli a\varencss of tlic rcviscd forecast could liavc improved in the “best case 
sccnario,” ConccntAc evaluated wlictlicr his would haw nffected IiFI.’s decision to proceed with 
thc m u  Projects. In this regard, it is inipomnt Lo notc flint rouglily coiitcnipoiwieous with tlie 
revision to the cost cstiinate, FPL also Icarned thnt a liiglicr lcvcl of incremental outpiit may be 
produced by tlie EPU Ptojccts. This additional output \\’as the result of more detailed eiieinceting 
which had been conipleted since tlic original scoping shidics in 2007:’ 

As noted above, FPL’s decision IO proccod with thc EPU Projccts wns bn.sed on RII economic 
fcasibility analysis wllich relied upon tlie expected incrcnicntal outpiit of dic facilities as well as the 
expected cost, ainong otliet itcnis. Due to the increase in tlic projected outpiit of thc UPU l’rojects, 
the cconoiiuc fensibilit). aiinlysis \vas not siibstnntinlly affected by tlic revised cost,esfiniatc. Indeed 
tlm]uly 25, 2009 ESC prcscntation for PSL indicates that, when liotli tlic liiglier costs and grcater 
output arc considered, the EI’U Projects contiriued to be economic, altlioirgli approximately 14-59% 
less so, as comparcd to the iiiformatiou submitted on May I, 2009 to the FL PSC?’ Advanced 
a\~arciics~ of the inucased cost eslininte in the best case sccnario would not havc nltcrcd FPJ?s 
decision to proceed witb tlic J3NJ Projects. Purlher, Concentric notcs that pnideiice is dekincd by a 
mngc of reasonable actions, not by perfect or wcn sigiiificniitly nliovc nvcixgc perforinmiice. Thus, 
EPU Seiiior AJwmgciiient did not nct inipr~~dcntly by prcscnhg the revised forecast to the ESC in 
July 2009 ixther tliaii February 2009. 

’1 Florida Power R Light Company’s Pctilion lo Dcreriilinc Nccd lor Rspanrion of 13lecliicnl Powcr Piants and lor 
Jhniyiion from Rulc 25-22.082, P A C ,  Docket No. 070602-111, Septcmbcr I?. 2007. 

sd Exicaderl Powr Uprntcs. I’rojcei Updrtc,’liukey Point, July 25,2039 nxdEsiendcd Power Upmtes. l’mject Updatc. 
Saint hc ie ,  July 25,2009. ’( Hxtendcd Po\ver Upmtcs, Project Update. Saint Lttcic, July 25,2009, Pg. 50. 
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VI. The Review R I I ~  Approvnl of EPU Costs i l l  the NCRC 

I Concentric's review of the Letter has illustrated the distinctioli behveeli the cost estimation 
2 oroccss and !lie costs. 'llie former is the nroiection of futucc costs \vitliout 

. I  

7 kie actual espciiditure of com&ny or customer dollars. The latter is morc critical to the PI. 1'SC's 
review aud insolves the actual espetiditure of company and customcr dollars or thc coninutment to 
do s o  at a later date. 

oncerns we specific to the cost estinintion process within 
reporting of rcviscd cost estimates IO FPL's esecutive 

d&s nut ideiitify auy costs wliicli arc tlie resuit of 
tliis understanding of the =.etter during 

I 1  Similarly, Coocentric found no indications of costs that wexe die result of iniprndent decisions or 
"l actions on the part of WL's management. This conclusion \vas reinfolced by all inter\' .ie\vees. 

f any costs tliat should not be passed along, the uoanhious 
ackoo\vlcdgcd during our intcivicw that "the costs will Ix 

PSC. AS a tesiilt, Conccntiic bclieves there ale 110 costs which should be subject to disnllowance by 
to \vliat jriformntion wonld be presented to the lJL 

17 the PLPSC on tlie basis ofinipnident decision-making. 

VII. 

A. 

The No\\, of Information to the FL PSC 

I%' The chronology of cvcnts presented iu Section N of this report led Concentric to fociis on the 2M)9 
(7 NCRC proceediiigs" in older to assess whether tlic infotination presented by FPL in those 
Iv procccdiugs relating to tlic DPU cost estimates, scliedule, and cost-effcctivcncss \vas accmtc nnd 
'4 consistent \villi tlic slnndards expected fot testiniony before, and submissions made to, a regulatoiy 
21 agency, This includes ensuring that nppro\~ed clinnges 10 the piwject foremst were clearly 
Vj conuiiunicatecl to the FL PSC io a timely niaiiner. 

Z'f There were tliivc separate scts uf activities in the 2009 NCRC proceedings in which infomialioti 
about the status of the E1"u was prescnted: I) pre-filing of testiniony, 1)otli ditect and rebuttal, 2) 

71 procluction of documents and answering of interrogatories in thc cliscovcry proccsscs, nnd 3) 
c-1 testimony at the ficarings. 111 tlie 2009 NCRC [Jroceedings, pm-liled testitnot). 011 these 1IiRttePs \vas 
Lr sobniitted on May 1, 2009 (direct) and August 10, 2009 (telcl,uttnl); documnts weie provided and 

interrogatories were responded to from Jnniiary, 2009 throngli tlic Iieariog; the licnriags on tliesc 
10 issnes were held on Septenibcr 8, 2009." Since an iniportant clenicnt of this investigation has been 
?I about tlic tinieliness of internal nnd esteriial inforinatioii flow, w e  liave clioseii to exstnine FPL's 

actions in tlic thrcc scpatatc timeframes discussed above. 
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, .  u. 
I FI'L presented four witnesses in tlic 2009 NCRC proceedings on issiies relntitig to tlic El'U: 

Thcissucs within the scopeof this lmestigation, ;.r., the to'ectcd cost to completioii, schedule, and 
cost-effectivcncss of the EPUs, \\sere presented in diect testiiiioiiy", and the 
exbiMts spoiisorcd by Iiun, and tlirt informntioii was used iii-cost-cffectircliess nnnlpses." 

4 W. ~ e e i ~ s  testimony related to tiriclcnr projcct coiittoIs, poccdures, policies, nnd pmctices, nnd tIie 
(0 pnidciicc of FPL's costs. He offered 110 cstiiiintc of the pfojectcd costs to completion or opinions 
i I on t ~ i e  cost effcctiveiiess of the EPUS. I testimony rc~nted to die nccoiinliiig lor P P J ~ S  
11 incurred costs niid the 2009-2010 pmiccted costs!' She did not offer niig cstiiiintc of tlic projected 
i f  costs to completion or opi 
14 foci~sed on the testimony o 

effcctiveiiess of the EPUs. Therefore, our review has 
ani[, to n lesser extent, = 

15 The pre-filed Direct Tcstinio~iy fded by -on May 1, 2009 includcd the following 

2 Y  I, Direct T c a h u y  o-Dodet No. 090009-EI, hlay 1.2001 

Direct Tesmnon). o m  Docket No. 090009-E1, hhy I, 2009. 

Dkcct'l'estinony o 
Dimt Tcrfimony o 
DkcctTeshnony o 
Direct 'I'crdmony o 
Dirrct Tcsriinony o 
Ibid , pp. 2-3. 

iti]uIy, 2009, mid le na,y, 2010. 

No. 090009-BI, hlny 1.2OW. 
cket No. WOOW-El, A k y  1.2009. 
Docket No. 090o(M-BI, hlny 1,2009. 
No. 090009-R1, Ahy I, 2009. 
Lkct No. 090009-El. hlay I ,  2009. 
Docket No. (M0009-EI, hhy I, 2009, 
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on8iiiaI Carl ts/;iJia!t*. The TOR rdrdiihs piwide fh Iwrt iifiriiinlioii rii invi~ omikibh@r thr 
roo4 trcaw~p~rhd thtvigh 2010. ”’ 

I The TOR Iiw-Up to Oiigiiial) schedules include Schedule TOR-7, whicli \vns sponsored by 
i ! d i i d  wliich continued to rely on tlie cost estimate submitted in Docket 080009-E1, alorig 
7 with a restatement of tlie caveat that the Conipany continued to evaluate tlie costs of the project.‘’ 

As of May 1,2009 (tlie date the prefiled tcstiniony quoted above was filed), the followving evenls had 
transpired: 

A Condition Report (CR-2008.11443) dated 4/3/08 raised concems about the 

nnd that 

concerns nbout substniitinl underestimation of tlie PSL pfoject costs” 
On Novcinbcr 7,2008, Bechtel inrotincd FPI. that its estimate of costs for the P‘I’N 
RPUs had incieased by 937 iidlion; this higlicr value was used in the Heclitel 
coiltract 
In early December, 2008 the DPU’s Piwject Controls Group identified lliat the M a y  
2008 cost estimatewas likely to be too low given thc Bcclitel contlilct and cost 
A Condition Report dated 12/10/08 concluded that the resolution of the 4/3/08 
Condition Report was R “missed opportuoity”” 

the EPU cost estimate that was used io Docket 070602-E169 

for August 2008 tllrou& November 2008 had raised 
continued to use io May 2009” 

011  February-17, 2009, S presented with an analysis prepared by 
Project Controls and the SI e ia ieir forecast for PSLwas $129 ~nillioti nbovc 
diei\.Iay, 2008 esti~iiate” 
By h,larch 26, 2009 the PTN site teml had also concluded Illat the cost estimate 
shonld be raised nbovc tlie Map 2008 estimate; a decision \vns made to I I O ~  use the 

i t  Was consickred r~p~elilnilinrg”‘I 
developing a presentation in late April/early halay 2009 

informing the ESC tliat while Beclitel had cstiniatcd higher costs, the forecasts for 
1’SL nud-PTN \vere unclianged fiom tlie May 2008 estimates; the l’rojccts’ cost 
status is slio\\-n ns "green.'"' 

e8 As sho\vn by this cliroiiology, the EPU’s cost estiniatcs were clcaily in a stntc of iqid flux by h4ay I, 
2-1 2009. \Y‘hilc tlimc was niouufhig evidence to indicate that a n  upvard revision to the cost estimate 
39 \vas likely, as of May 1,2009-ind not reported such an  increase to the EX IIOK bad 
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lad reported to the ESC wns consistent w i t h  what m!! . Additionally, Schedule Toll-7 appropriately 
an  increase bceu approved. \Miat 
his Direct Testiinony reported to tie 

1 

3 indicated the Company continued to evalunte the costs of the EPU I'rojecrs. 

C. v e s  , $  and1 'reduction ofnoci imenta 

Concenttic requested, rcceived and reviewed all documents produced nnd interrogatory responses < submitted by FPL I n  Docket 090009-E1 and pertaining to the EPU budget, schedule and cost 
6 effectiveness. Our review led LIS to follow tip 011 o m  interrogatoly response, subitted in rcsponse 
'1 to Staff's Fifth Set, No. 53, for Turfher This inlerroppoiy response, which is attached as 
S Ilxliibit 9, sought a listing of each analysis that FPL was offering tu sntisCy the requirements of 
9 Section 366.93(5) FS,, wliich reqnires an  annual comparison of the budgeted and actual costs as 
10 compared to the estiniatcd in-seivice cost of nuclear projects. Tlic rcsponse, wvliicli \vns subrnitted 
I1 on August 17, 2009, refers to SclicduleTOR-7 which contains the Company's annual comparison of 
It budgeted and actual cost. Schedule 'l'OR-7 was subniltted on hlny 1, 7.009, and is described as n 
13 "snnpshot" of a continuous process?' 

I ' f  Between May 1, 2009 slid August 17, 2009, major C I I ~ I I ~ C S  were made to the forecast for the El'U 
I Y Projccts, On May 31, 2009, the P'IW lWU budget indicator \WJ shown as red, indienting a scrioi1s 
II, challenge to meeting thc existing bodget?' On June 3, 2009, Bechtel submitted a "1'50" (mean 
17 value) r PTN tlint wns $108 million nbove the May, ZOO8 estimate." 00 June 23, 

dvised the ESC of the Bcchtel esthnte", nird the LSC instructed llim to 
at tlie ncst ESC meeting. 

I& 2009,- 

by sevcinl staff reportedly 
C nt nu all-dny, Sahirday 

PI prepare a " 'ne- y- ne' lipdated forecast for the project 
til This updated csti~natc was prcpzred at tlie direction of 
-I,( working sc\wi dnys a week for a month nnd was  pres 

\vas reassigncd to n position outside of tlic EPU, altliougli he actively 
the week leading lip to flint meeting, the EPU Icndcrship team \vas 

presentation. l'hat presentntiolr established new cost estimates for 
21% higher than the hfay 7.008 cstiinates." niexefore, 

% SchedolcMR-7, which is referred to but not attached to the response to Staff 5-53, w a s  out of datc 
U by August 17,2009. 

'2s Howc\~cr, the interrogator), only nsked for a iisthg of the responsive analyses, not Tor FPL's current 
%q or updated analyses. Conccntric views the response to Staff 5-53 as being sccuratc, rclinblr7 and 
9u responsive, even though the docunient referred to \vas out-of-date. Thc tespondent nnswetcd the 
51 qiicstioii in a forlliriglit Cnsliion based on all of tlie infornxdon kno\vn to this person at thc time. 

011414 



CONFIDENTIAL 

D. Tcstimonw* at rieatiUg 

CONFIDZNI’LAL 

I AS stated c a r l i c r , n d ~ p p m r e < ~  at I- .‘rigs on Septeinbcr 8,2009. 
2 At tlic Itcariog, tlic o owlug excliniige took place bchvcei and counsel for wJ?’: 

9 The exchange with couusel Iiad 

/ I  September 8, 2009. flus followc 

13 w i t h  IVL. 

all of the statements iii the pre-filed 
reinained truthtill nnd accurate ns of 

several corrections to errata in liis 
his new title and responsibilities 

testimony, atid the exbibits 

N As of September 8, 2009 -liad pntticipated in the dwelopineut of highly detailed cost 
l <  projcctioiis for the EPU Projects, and had presented these new estimates to several scoior 1;PL a ~ l d  
f ( r  contiilctor persoiiucl a i J i i I y  25, 2009!’ The new estimates for 1’SL were cavcnted as still being “at 
I? the conceptual levei8t” (as were tlic May, 2008 estimates’? and the coinnieut was mndc that the full 
cy scopc was still not known. Howvcver, the new values were clearly labeled as thc “Curmnt Forecast,” 
17 and the stntetiiciit WRS clearly tnade that the “Curreut Budgct” (the AmIay, 2008 values) was being 
q.0 increased to tlic ‘%ureiit Forecast.”“ The July 25, 2009 ptcseiitntioii olfers RII extensive 
‘L( pecspective on tlie shortcomings of tlic May, 2008 esiiiiintes and the lessous that should be learned 
22 fian this esperience!’ Concentric also iiotes that the ESC wvns esplicitly ndvisrd that tlie new cost 
23 estimates wexe inconsistent with the May, 2008 and May, 2009 data that had been presented to the 
2.I FL PSC niid that several ncw ccononuc feasibility nrialyses had been perfomicd, which updated 
15 thosc aualyses that had been subinitted to the 12L 1’SC cleveu weeks earlier.” The new feaslbility 
U aaalyses coiitiiiucd to show that the projects were Lciieficial to custonleis, although less so thao in 
27 the Mag 1,2009 filing!’ 

ook the stand on September 8, 2009, tlic iiilociiiatioii xeseoted on Schedule ’IO 
7 t  Based on the information piesented nbovc, Couceutiic has concluded that by the tune 

to it, was out-of-date. By this tiiiic, &ai, presented revised 

... 
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i cost esfiniateu to the ESC, and the EPU Project maimgemelit team had begun relying on the revioed 
1 cost estiniates. Our opinion io tliis regard is also supported by tlie smtenients of nearly all of tlic 

EPU Project personnel we interrhved (other than thc hvo EPU Project personncl that partiupnted 
111 the decision to not update the testimony). 

5 In oiir htctviewv with h i m , m e f e n d e d  the Sytcmbcr 8,2009 reaffirination of liis prc- 

4 .  . .  

testimony on the grounds that thc July 25, 2009 cost estimates were prepared assuniing tlie 
of many unapproved scope cliangcs atid manpower estimates, and tliat tliey were no better 
r‘gi~ess’’ with littlc support. I-IC also inclIcateil that he does not recall any discussion wvitli 

y regard to whether the updated estimatc should be presented to the FL PSC. 

IU Coneenwic agrees tliat the new cost estimates were based on only partially conipieted engineering 
1 1  and design inforniation, and that they were still siibject to revision as new information became 

nvailablc. IIowvever, flint is always the case with a consttuction program such as tlie RPU I’coject, 
aiid continues to be tlic case today. These facts do not siipport the continued itse of information 

ly tliat was based on cveii earlie conceptual dcslgns and out-of-date matipower and niaterial estimates 
15 a ~ i r l  wliich did not take into nccuiint executed major contracts. Tlic new estimates were die piudiict 
Ib of inore than a d o m i  people working extended Iioois for n nionrli and h a d  been reviewed by every 
(1 level of managenient in the EPU ol.ganizntion. ’Ihey reflectcd far more knowledge nbout the scope 
[y, of the EPU I’rojccts t l i w  liad Iieen used it1 tlic 2007-2008 Sliaw scoping analysis, materials cost 
fl estimates that were based on morc recent data and manpower estiniatcs that reflected the revised 

2d scope and lontling estimates pxepared by Beditel. Most iinportnntly, they wcrc presented to the 
I/( executives of WL in cliarge of EPU goveriiniicc (niid who were responsible for approving budget 
‘Cl chnnges for the projects) as tlie bcst “line-by-line” estimates avnilnble nt tlie tune, were niaterially 
7) different from tlic 2008 cslimatcs, and hnve continued to senre as the reference point for nll 
t subsequent revisions to the cost estimates, indudiiig tliose that \vel.e subniittcd to tlie FJ. 1’SC in 

’’-b they irpresented tlie bcst infonuation available at  that time, were relied npon by FPL, and were 
21 niore advanced flint tlic 2007/2008 cost projections. 

L 1 hIap 2010. In short, wliile the July 25,2009 and sobsequent cost forecasts are and \vcre prelimninaiy, 

‘Q The docunients \vc liavc revicwcd, and our iiitcrviews, indicate that there w a s  consideiable 
“4 iiacertaint). among tlic project staff in Scpteniber 2009 as to whether the 11ew c o s t  estimates were 
?U nppcovcd or not, and internal reports wvere inconsistent in their use or non-use of the lipdated 
91 forecast (scc Section VI11 for ndditional details). The EPU staff had experienced significant 
I?. hirno\~cL’ and was also undergohie a major reorganization at that time, which appears to have 
?$ coiltribt,utecl to tlie lack of clarity on tliis point. 

‘1’1 Conccntric’s discussions with Conipany personncl have also indicated that the fact flint the updatcd 
3f feasibility analyses presented to tlic ESC on ]uIy 25, 2009 confirined that tlic pmjects still offaed 
3b significant value to custoniers may also have been a consideration iii the dccision to not u p c l a t c ~  
31 -cstiinony. \ W I e  Concentric agrecs that the new analyses confirmed the conclusions in 
3% estimoiiy, we bclicvc that a 8300 nillion, or 27%, increase i n  the projected cost of 
Jq !!!!@!lioiild have been &cussed i n  tlie live testimony on September 8,2009. 

W Concentric found no evidence to suggest t l i n t m  FPL’S witness on the cost effectiveness of 
[ ( I  tlie EPU Projects, had atiy hiowleclge that updated cost estiinates were presented to the FSC. It is 
qL oin iindmtandin that he ielied on the cost estiinatcs provided on Sclicdulc TOR-7, as sponsored 
yf b)-ndmvns not in the RPU oreaniaation or the Nuclear Division of WL. 
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VIII. Recommeridatlons for Improvements Related to the NCRC 

Coiiceotcic’s itivcstigation into this matter has prodiiccd tlic below reconimcndatioii for process 
iniprovement. T h e  recoiiimcudatioiis are intended to improve the distribution of information 
within WL, the NClLC docket tcani and todie a PSC. 

1.  Concentric ~ecommends that the process be cliaiigcd in OLKICC to providc timely and ongoing 
information \vithiii the NCKC dockct team throiighout each NCkC review cyclc. This will 
help to ensure that any npdated information is KiHy disciisscd within the NClK dockct team 
aiid prcvcnt fiiturc concerns related to flow of information to the FL 1’SC. Coiiccntiic has 
been iiiformcd that this cliniigc has already been implemented. 

Similar to tlie reconiinendation above, Pl’L and the 17L l’.X staff shoold revisit the issue of 
iiitra/iiiter-cyde documcnt production. The ongoing production of a limited number of key 
project documcnts could ciihaiice the FL PSC staff‘s understaiidiiig of the projccts and how 
they are developing on a n  on-going basis. 

The NCIK doclcct tcain has included and continues to include a iiiimbw of first time 
witncsscs or witnesses with limitcd cltpwicncc sendiig in this rolc. As a resnlt, it is vitally 
importatit that FPL’s Law and Rcgiilatoiy Affairs Departmcnts continue to provicle explicit 
instriictioii a n d  guidance to thcsc iiidividnals. It is onr understanding that thc importaucc of 
updating oiic’s prc-fied tcsllnony aiid exhibits is an  explicit part of the witness training 
program, which we believe should bc convcycd tliroiigli writtcn itistriictions. 

2. 

3. 

4. As part of oiir iiivcstigatioii Concentric rcvie~vcd the list of ilivitees to the ESC 
presentations. Noticeably absuit from these lists of invitccs in 2009 w a s  a rcpxcsentntive 
fmm FPL’s Regulatory Affairs and Law Departments. Given the iiiiportancc ntid scde of 
the EI’U l’rojccts, and the alternative cost rccoveiy treatment being afforded to these 
projects, a relatively senior meiiibcr of Regulatory Affairs Depallment shonld attctid each 
fiihire ESC presentation. It is our iioderstanding that this changc has icccndy bccn 
iinplemetitcd. 

IX. IiiCoriiiatiori Developmelit 2nd Dlstribiition within FPL 

The below discnssion relates specifically lo PPL’s intcriial distribution of EPU l’iojcct-related 
information aiid forecast. In Concentric’s view, the below discussion shoold not be riusconstriicd to 
determine the piwicocc of l7l’L‘s decisioii iiiakiiig processes atid therefore should not inipact tlie 
recovery of costs through tlie NCRC. 

As described iu Scctioii lV, the initial EPU Project bodget was eslab)islied by the FPI, atid Shaw 
scoping studies In 2007 and cwly 2008. The EPU Projects also established a \-ariety of project 
instrnctions which idciitificd thc piwccss for addrcssing changes or risk to this initial forec.ecnst. These 
Extmded Powver Uprate Project Itistructiotis (931TIs’’) wcrc Tist dcvclopcd in spring 2008 niid 
wwc updrtcd at various points in the project, iiicluditig following the itittoduction of a new senior 
inawgement team in Jnly 2009. Concentric’s review of the EPPI’s have identified three which arc 
relevant to the rcportitig of rcvisions to tlie cost estiiiiatcs within FPL: 1) EPPJ-300, EPU Project 
Cliaiige Control; 2) EPPI-320, Cost Ilstiiiiating; 3) EPPI-340, EPU Project Risk Management 
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i Program. For purposes of orir rcvicw of these iostroctlo~is. Concentric has se@iicntcd oiir rcvicw 
into the period p~eccdiiig July 25,2009 atid that afterJuly 25, 2009. 

A. 7 - .  
3 As cnrly as April 2008, the EPU iiiaungemcirt teiun \vas iiiade awnre of coliceriis about the adequacy 

of tlie Sha\s scoping analysis and nssocinted budget. These concerns re-surfaced after the Beclitel 
7 contract was awarded in November 2008 and were brouglit to tlic attention of the EL’U senior 
/ riianagcrnent in December 2008 and Febiiiaty 2009. By Fcbrunry 2009 the EPU Project Coiltrols 
7 employees had developed a rcvised cost estimate, nlkit hi prelinliiuy form, that projected a $129 

iililtioii cost Increase for 1’SL. The mvised estlfiiiate was within 2% of tho valucs presented to the 

( v w s  dirccted to discoiitinne use of this estiiiiate until nianagement had rcvinved it further. 
II Throughout late 2008 n n d  tlm fimt six months of 2009, Bechnl siibiilitted several revisions to its 

1% cost cstiniates, all of wllicli wcrc substantially higher than its indicative bid and higher tliaa tlie 
p, cstiiuatc devclopcd as part of the Sbaw scoping aiialysis. 

ly Tbesc events CoUowed the publicntion of EPPI-300 on March 4, 2008. Tlus project inswnction 
I< establjslied a formal process for identifying and tracking potential cliniigcs to tlie initial projcct 
Ib bodget. EWI-300 deswibrs the purpose of the trend program as follo\vs: 

!Is C in July 2009. Similar estimates liad been developed for PTN by h.iarch 2009. but the EPU staff 

t7 “’l’liis dociiment slinll be used for scope changes to Capital and O&M siibprojccts 
11 wvitliiti the RPU Project. Cliaiiges to tlic approved budget will be made using die 

approved Scope Cbniige/Treiid Notice form (SCN/TN) wlrich shall becamc part of 
7U tlic budgct rccorils.“’m 

21 These potmitin1 clianges wcre divided into scope changes (Le,, additional plant modifications) or 
7.1 trends &e., iiicrcascd costs of coinpleting approwxl scopc). In order to nddrcss a tread, 1sl’l’I-300 
13 dictates that tlic trend should be idciitificd on a foruinl ‘‘Trend Register” and a SCN/’I’N sliori 
ZY coin leted to request changes to tlie project fotccast. The SCN/Th’ \vas then routed to the 
K h f o r  approval. The process for addressing scopc changes is siniilar, but requires Rdditioiia 
~ t e v i e w  of thc potential scope change to ensute it is nccessnry for the EI’U l’rojccts. Oocc an 

SCN/TN is itiitiated, EPPI-300 rcquircs tlie EPU Pxojcct Cost Engineer to eslablisli a tracking 
q number and tlie potentinl budget impact of the SCN/TN. The Project Scheduler is rcsponsible for 
Zq iitdicating tlie potential scliediilc impact. Once this inforination Is added to the SCN/’rN, it is 
W rontcd to the El’U Project tcain member with tlic appiqiriatc approval autlroxit). for the potential 
31 cost iinpact. Upon approval, the SCN/TN is supposed to be incorporated into the project budget 
1Laiid all future project reports?’ 

?{ Conwntric requested h e  EI’U Projects’ l’rend I<cgisters and all SCN/TNs siiicc Jniliiaty 1, 2008 
I f  and received inany, but iiot all, of the SCN/’I’Ns prior to issiiiiig our report. Bltscd on otic revie\\, of 
I< the Treud Registec usd SCN/TNs bcnvcen J a i l ~ a i ~  1, 2008 aid July 25, 2009 it would appe’l’ear that 
91 the EPU Projects only partially complied \vih this BPPI-300. For PSI, a detailed and 
11 consdentious~y maintnined ?‘rend Register \vas maiotaioed behveell slinillier 2008 and at least Jnne 
1‘6 2009. Horvcvcr, it appears that the ptocess for I-cviewiiig niid approving treiids was not 

iepc 
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1 appropriately i~nple~ilemented at PSL. Many of the sattie creiids were identified mcli month witliout 
1. resolutioa OK iiicwporation hito the budget. As an esaniple, i n  nearly every month behveen August 
4 2008 nnd June 2009 a tread was notcd with regad to the EPC budget. These trciid impacts ranged 
V between $10 riiillioii and $140 ndlioo. Tlic EPC budget was only inucased by $20 inillion diuing 

this pcriod. Similarly, die PSL Project Team did not prepare SCN/’I’N forms for trends hat were ? iiidirdcd 011 tlie trend register. For PTN, it would a p p e a ~  tliat the trerid register \vas kept up to date 
7 durltig this period nnd soiiie of tlie treiids or scope changes wee  outstanding for scvcral months. 

f Finally, ninny  potential scope cliangcs or trends appear to linvc bccn captured on tlie Risk Register, 
4 wltich, as discussed below was not syiichroiiiaed with thc project Forecnst, mther tlian the Trend 
lu Register. l7or cxnmplc, the CR disciissed iii Sectioii IV above, resiilted in a “High ltisk Mitigation” 
! I  vlan, Init does not nvvcar LO liave been included on the trend cegister, Thus potcutin1 scopc changes . .  

\vitliia the forecast. Concentric also noted tliat pdor to Jiilg 
/) 25, 2009, tli to idciitib n source of the funds on tlie SCN/TNs for 
/’/ nearly every form. 

fr E1’1’I-320 provides the project instruction for cost estiinnting, including llie development and 
11, inclusion of contingencies atid the estimates to be used on the SCN/TNs described above. This  
1 1  insuuctioii \vas csmblislied in March 2008 and remains in effcct today. Siiecifically, tliis instruction 
16 states that “estiniates slioiild include project risks, uncertninties, and contingeticy. These should bc 
lv documented along with the methods for detcriniiiiog the percentage of risk and the anioutit of 
W money associated wi t11  tlie contingency.“ EPPJ-320 also indicates that it is siipplemeotal to the 
ZI Niidear Projects Departinent Instruction - 304 (“NPDI-304”). 

27 PPL has dclined the contingency as “an amount added to an estimntc to nllow for additional costs 
‘lj that experierice sliows wi l l  likely be required. This may be dmivcd either tlwoiigli statistical anniysis 
W of past project costs, or by applying experience grined 011 siinilar projects.’”’ NPDI-304 provides 

2/, 4.7.6. 11s a geiieml mlc, couceptiial cstiniatcs should linve a 25.30% contingency, 
L’) Level 1 01‘ ptelimiiialy estimates should have 15.25% cotidagency and Level 2 ot 
‘lt definitive csthnates a 5.10% contingency. TIlc exact pcrcctitage is determioed on n 
tc l  cnse by case basis. 

ndditionnl guidance on tlie development of contingencies and states: 

?U ‘ ~ ~ i c  IPU l’KOjeCtS’ cost estimates fit the criteria for a colicephial esthiiate ia 2008 and appear to 
71 liave acldeved L e d  1 statos by the end of 2009. FPJls practice prior to July 25, 2009 \vas to label 
?t the contingency as “Scope Not Dcfincd“, OK “Scope Not Estimated.” ‘I%k lilie item, altlioiigli it 
1’3 refe~eiiced the EPU Projects’ risk matrices, \VAS then used as A balancing variable to show a flat 
3Y ovemll forecast trcnd and \vas not based upon project risk. A s  a result, the contingency was 
31 dcplctcd month-by-illoath, tlie Risk Register w a s  nc~cr  synchronized witli the project forecast nnd 
?b tlie EL’U Projects no loiiger maintained n Icvcl of contiiigency that is coiisistcrit with 1VL’s 
31 guidelines. In other wolds, tbc Dl’U senior mnnagemciit used the initial contingeiicg as a n  
% “allownncc” tlint \vas to be used to meet illcreases in scope or cost rntlier than a value wliicli reflects 
74 tlic risk reinaiiiiiig in tlic project, including those identified by tlic Risk Registers. This pc t i ce  was 
Y‘J ackno\vlcdgcd in thc lessons learned sections of the July 25, 2009 ESC prcscutntioiis by the 
*I)  stateinelits that “.. .uiidcfined scope depletion not dealt with in a timely iasluon.. .undefined scopc 
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allowance used in establishing base c o n ~ ~ c t s  and woi-k left little for cinergent items or increased 
scope.. .niust include undefined scope allowRncc based on levcl of risk/progress on project.” 

EPPI-340 was fust itiitiated in Februaiy 2008 and cstnblislirs a process to ensure that each 
“identified risk is recordcd in a risk ma&, and evaluated for probabilify, coiiscqueiice, cost, 
sclierlule and project impact.” The process set forth witluii El’I’I-340 does not iiiclude a clear link 
to the EPU Projects’ forecasls, I’ut d i e r  is an cvaluation tool for determining thc levcl of 
uiicertninf)’ reiiiaioingiii the projcct. Indeed, tlic Jiily 25,2009 PSLESC presentation states “current 
undefiiied scope allownace is not aligned to the risk mnttis.. .looked at the project only from a lugli 
levcl risk.” Because tlie EPU senior management used the contiiigeocy ns a balniicing variable to 
depict a flat forecast trend, tlic llisk h~faoagciiient Proginin was iieyer iised as prescribed by EPPI- 
340. At  best, by early 2009, the risk registers became little morc than a repository for projcct risks 
and with littlc or no connectioii to the EPIJ Projects’ fotccast. 

\Vitli regard to the risk managcmeiit ~KOCCSS,  the EPU’s assessnient of its owi perforinance during 
Illis period, as presented to tlic ESC on July 25,2009, was that: 

It “underestininted the risk and costs associated with tlic fast track project:’ 
It “did not assess [tlic] capacit). of [tlic] organization atid costs:’ and 
“Early \vnrniiig on cost over~iins and undefined scope deplction were not dealt \villi In  a 
timely inailtier.” 

* 
e 

Concentric COIICU~P with tliese assessiiients, and iiotes that iiiaiiy of tliesc issites have bceii remedied 
through cliaiiges in procedures and the organizational stLlichlre since July 25,2009.” 

B. Fort -1ulv . 25.2009 I i i f o r n i a a  I \. 

As part of its transition, the new El’U senior niaoagc~nent tcam has undertaken a process to revise 
inany of the l%l’l’ls to address niatiy oZ tlie lessons lenrned that wccc identified in tlie July 25, 2009 
ESC presentations. As described l>elo\v, this process has  lncliided extensive revisions to El’PIs-300 
nnd 340. 

\With regard to EN”-300, this iostmction lins undcrgonc nt least four revisions since July 2009 and 
Iias becii updnted to include niure rigorous @air1 identificntioti, to more clearly define the roles of 
each person involved with the trend pmgixm and to define the timcfinnies for review and approval 
of tliese forins. These revisions included n revision to the SCN/TN form. This revision changed 
tlie tiaine of tlic form to explicitly include forecast vnriations. Similarly, tlie SCN/TN ~OKIIIS being 
issued by the Project today dictatc tlie smivcc of the Cuds for each scope change or forecast 
varixncc. The optioiis for tliesc funds include: 1) No clinngc to project budget; 2) Contingciicy; 3) 
Variance to approved budget; 4) Otlier. Nonetlieless, tlie ZI’U Project continues to use die 
contingency nllowvance to hind scope cliangcs, raher t l m i  msintninhig tlie contingency at a level that 
appropriately reflects tlie risk to tlie cost forecast. Coticentric bclicves scope clinngcs should be 
funded throiigli a forecast variance to eliminate tlie use of contingency as a forecast balancing 
vatiable. ‘I‘his is consistent with NPUI-304 which states the following: 
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‘ I  Contingency usually does iiot include cliaiigcs in scope, schedule or unforeseeii 
major weots sucli as strikes, tsunamis, hurricanes or earlhquakes.” 

Lastly, the we of the trend proginin is improving with greater a!igntnent between tlic ltisk ltegister 
and tlic Trend Register. 

Concentric notes that issues of the project contingencies, risk register, ni id  tl~c relationship of cnch 
to the cost projections are being addressed Iiy tlie work soon to be completed by Iligli Bridge. 
hrthuniore, on Asfay 1, 2010 IVL fi[ed an updated cost estitnnte raiige nnd feasibilit). analysis wit11 
tlie PL PSC. This updated cost estimate rangc included increased allowvatices for undefined scope 
atid risk. It is our iinderstanding that EPU maungctnait cotisiders its current ali1ironch to bc an 
interiin solulion until tlic High Bridgc resuits have been received and rcvie\ved, and that the Hiell 
Bridge results will Ix used to coinpare against WL’s ciirrciit cost cstiinatc innge. 

C. Conchisions R e l a t c d t ~  . ,  ’ ’ II within PPI, 

Concenvic lias concluded flint the EPU l’rojcct team did iiot adequately comply with its aiid FI’L’s 
published pmccduirs for developing, estiniating, approving, and tncking revisions to the cost 
estimates and/or budget prior to July 20#. It is dear that tlie process rcquired for releasing funds 
from the contingency was iiot foUo\vcd, aiid that all revisions to tlic cost csti~nntcs have not been 
tracked through tlie trend prograin. ’111csc bcts liave resulted in widesliread confusion witllio tlie 
organization regarding wvlint tlie ciirreiit approved budget or cost forecast is at any point io time, 
wvho lias to n p p v e  changes to that budget or cost forecast, whetlier tliwe is a meaaingful difference 
behveeii the terins budget, cost estitiiatc and cost forecast (nu of which ate used in dillcrcut standard 
reports), and how to measure and report variances froin the biidget/estimate/forecast. h.lntiy of 
tliue same points were adtnowvledged by EPU manageinetit in tlic lessons learned sections of tlic 
July 25, 2009 ESC presentations. Hcre the coinmeiits were made that “lodividnal Mo~lificntion 
Rudgets and Sitc Department budgets [were] not cstnblishcd.. .did not iise formal process soch as 
Plant Revicw Board to npprose scope growth during clcsign process prior to 01/01/03 ... no forinal 
cost benefit was petformed on desigii cliangcs.’”’ 

Finall): due in large part to the confiision discussed above, oiir review of the EPU’s standard reports 
a1111 pxeseiitatioiis bas I U R ~ C  us aware of several reports that were issued with some incorrect or out- 
of-date ioforinatioii. Tlicsc problcius persisted after Jiily 25, 2009 in  the A4ontlily 0pei;ltiag 
Reports (ivIOl’lts), inontlily cash flow reports, and XSC presentatioiis. However, post-Jiilp 25, 2009, 
the correct at id  iipdatcd information \vas nvailable in tlie BPU l’loject’s preseiitnlions to the ESC. 
\Ve also received reports froin indi\~iidunls witlun WL tlint docuiiients they were responsible for 
pteliaring xvere cllariged, after tlic originator lind issued them, by soineoiie else in the orgnnimtion 
and often with no explniintion as to wliy tlie changes were made. In other instaiices, individuals 
were told to make changes by sorneoiie else vitliiii WL. Tiiese accouiits are difficult to verify, bot 
they do not represent a single ncmi i i i t  or example. 111 addition, Concentric has received sonic 
docun~e~i~ation to corroborntc these accounts. Some of these actions ace attributed to managers that 
nre no longer in the EPU orgaoirntion, but they demonstmte the need for niorc dcfinitive document 
control and owviicrship proccduces. 

91 Ibid. 
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Recomiiieiidntioiis for Improvements Related to FPL’s Ititetnal Disttibutlon of Cost 

Concentric’s investigatioii into FPL’s intemal distribution of El’U Project-related Iiifonnatioii 
produced the below list of reco~iuiieldatio~is for process improvements. Many of these 
recommendations are intended to improve thc distribution of inforlnation witliin FPL, and tlie 
NCRC docket team. In certain of the rrconiiiieodntioris listed below, Conceulric IIRS noted that 
changes lo the EPU Projects since July 2009 may have ahendg addressed tliese recommendations. 
In those instiuiccs, we are shtlng the reconimeiidation to demonsti-tc that all of the issues raised in 
this report are beiilg, or have bcen, adequately addressed. 

1. 

2. 

4. 

To ensure that FPL alid tlie EPU Project t a m  should establish and inii~lenient explicit 
report o\vners (by report). In addition, FPL and the ZPU Project tan1 should estaWisli and 
iniplenient ai l  explicit rcport sign off or dissent procedure that is aiialogous to the “blue 
sheet” sign-off procedure used for infornialion sourced froin outside die business unit. In 
addition, the report sign-off and dissent process slioold include a link to a coinpuny progmm 
for anonymonsly notifying superiors in the emit of a concern with project reportiiig, 

To tlie extent tlint a perfo~n~ancc indicntor (e.g., green, yeilow, red) relies iipoii a calculation 
in order to produce n parlictdar indicator, the rcsuh of the underlying cnlcuhion should bc 
reported alone with the perforinatice indicator (e.g., biidgct or forecast performance). Hy 
providing the result of the underlying calculntioii, a report preparet or revie\ver mi qiiickly 
identi$ any discrepancy behveell the performance indicator and the calculation tliat 
produced that indicator. 

FPL slioiild consider chatiging the reporting relntionsliip of the EPU Project Controls 
Director. \Vhile the change in reporting from the EPU Project Director to the Vice 
Prcsidcnt of Po\verUpratc io 2009 was a positive developinent, the reporting rclationship of 
the EPU Project CoiItrols Director may be improved by itidtiding either a solid or dotted 
line outside of tlie EPU Projects. ‘riiis could hiprove tlic indcpcndencc of the Project 
Conkols Director and his staff. Concentric notes that future, large scnle projects could 
benefit lionom no indepcndcnt project controls organization that incorporate best practices 
from across the orgauizntion. 

FPJ.:s ciirreiit approach to establisliing tlieEPU’s contingency (Scope Not Defined) uses tlie 
contingency as the bnlaiicing variable to niaintaiti tlie projects wvitliiii tlieir cost estimates. 
Tliis is not consistent with FI’L’s EWI’I-300 or dt l i  sounrl project maiiageiiieiit practiccs. 
The contingency should be based on the level of uncertainty in tlie project, which is best 
captured througii a probabilistic anaiysis of the cust estimate. Wediictions in the contingeiicy 
should not t)1kally be used to Cund scopc changes, and tlic cuiitingcnc)~ slinuld nnly be 
relcnsed if the itncertainty sssociatedwitli the project lias declined. Concentcic notes that tlie 
nppropdnte level of h e  contingeitcy is nn issuc that is being addrcsscd by High Bridge i t i  its 
current indcpcndcnt review of tlie project cost estinintc. In ndditioii, the EPU Project has 
established a revised cost cstimntc tange which was used io the Company’s feasibility analysis 
and provided to the FLPSC on Moy 1, 2010. The EPU Projects should establish a foimal 
iiiteninl process to approve and coriitniitiicate EPU biidget, forecast 01‘ estliiiate chatiges oii 
a total project basis each moiith @.e., not annual). This process shoiild include a distribution 
cliecklist to ninkc certain all reports are updated consistently oncc a ne\v budget, forecast or 
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5. 

6. 

I .  

8. 

9. 

10. 

cstiniate is approved. Concentric notes that EPPI-300 has been revised hvicc since July 
2009. If implemented thoroughly, tlicse changes shoiild address this recon~me~~dation. 

To the e..tcnt Clls are utilizcd to docunient potential budget or cost estimate cliallcngcs, the 
CR closure pmcesses should bc rcvised to prevcnt the closure of a CR prior to the 
completion of a risk mitigation plan. In the alternativc, risk mitigation plans mil be tkncked 
sciiarntely, but inust not be closed until each of the action items listed on the risk mitigation 
plan are completed. Additionally, the completion of all action imns milst be documented 
and those documents should l,e preserved i n  a ccntml location. Concentric notes that the 
OPU tnmnagenieot team is a h d y  platitiing to address this change within the EPU action 
item list. 

FPI, slrould continue to niaiiitain EPU Project staffing as a Iiigli priority. A sufficient 
iiiimbcr of staff Inembexs are tcqukecl to inaintRin ndcquate project control, inclurling thc 
updating and prorluction of projcct reports. Throughout our investigation it was noted to 
Concentric that many within the organization were ovenvlielnied with the anioiitlt of work 
that must be acconiplislied given tlie "Cast-ttncked" status of the project. At times, this may 
have contributed to the inconsistency or inaccuracy of certnin project reports. 

The ElU Project team should docoineiit thc iianies of cadi ESC presentalion nttendee and 
niaititaiti this list of attendces witli tlie DSC Prcscntations. 'l'liis will increase the overall 
transparency into the EPU Projects and document that the proper level of ovcisight is being 

Thc results of this investigation shonld be provided to the Corpolnte Responsibility Officer 
for use in iiiiproving cmployee confidence tlirongllout the organization. Our liniited saniplc 
ofinteivicws indicates that tlicre are, or liave been. concerns about thc uiiiforin adherence to 
the non-retaliation provision of the Code of Conduct. 

Conceiittic suggests FPL institute a procedure for conducting oxganizational readilicss 
assessiiieiits prior to coninicncing new complex, largc-scale projects. l'his procedure should 
include a docunicnted review of tlic Project Plan to ensure hat i t  adequately details how tlie 
project is espcctcd to evol~e over time and ensure proper espectations telatcd to 
perforniance reporting atid ~nca~i~rement are conu~iunicated tlirougliout tlie project teanis. 
In addi~ion, tliese assessnients shoiild include a detailed Ileview of cxecutivc inanagenienl's 
expectations regarding the development and updnting of the project sclicdule, cost cstimatc, 
hidgets and reports. 

Concentric ~ i i d  the EPU Piojcct management team should condnct an investigation close- 
out inccting at the end of this itwestigiltion. This meeting \vi11 rcvicw Coiiceiitdc's findings 
in this invdgation, address nianagcoicn~'~ xcspoase to those findings and discuss wmys in 
which processes or proccdincs could be improvcd to prevent sinlilar project cliallenges. 

provided to the EPU 1 '.o L j ects. 

- 
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Exhibit 2: Engagement  Letter 

Mnrch 15,2010 

Jchu R c d  
Clilof Bxeoutlve Officer 
Concsnhlc Energy Advlsors 
293 Boston POSt Road West 
Suite500 
Marlborough, MA’O1752 

Re: hideyondenl Jnverllgntlon ofFebruaiy 19,2010 Conespondence to MI’. LOWIS Hay, PPL 
aroup Chaimluul and CHO 

Dear MI, Rced: 

Tho purposo of this IeUor 18 to request that yonr company conduct nn illdepcadonl fnclunl 
Invodigatlon with respect to llie st&leinci\vI nnd s\lbJeet mnlter contained 111 the reformed 
wonpspoodenw, n copy of which Is allnolied, with tho exceptloll OF matters pertnilling to  LO employee 
perfomisnee rovlew of the nulllor of the concSpoIldenes. 

The etigayoment should be linndletl subJeot to the lcmls nnd condltlons of the con611ltlng servlces 
ngreement ainondment that appllas’lo your campony’s viork for PPL throagli December 31,2010, nnd 
bllled toFPLsepnrntely from other work Iwrfonned undor that nnwndment. 

Enclosure 

01 FPLGfoup conpony 

Pnge 1 of 1 
CONFIDENTIAL 011426 

,.__,, !CDR.8.3. sUl?p!em.?,~!a!. . ..____ :.”.. ..(____. .._ ... .._____.. . . . ... . ., .... . ._. . ..... .. . , ..... . .. ... . . .. .. .. . ... . . .. .. . ..... ......... .. 



CONFIDENTIAL 

FPJ, h t e  Proceedings 
Support / Reiicliniarkiiig 
FPL Renewvable I’orlfobo 
Standard 

FPL 2000 NEW Niiclear Cost 
Recoucr~~ Clause Filing 

FPI, Secoriliration Testimo~iy 

CONPIDENTIAL 
Exhibit 3 Previous Coticerlttic Ptojecta for FPL 

1 / 22/ 2008 

12/31 /ZOO8 

1/ 1 /ZOO9 

1 / I 5  /ZOO9 

Project List for Florida Power and Light 

START 

FPL hgdatoiy Advisory 

Recovely Clause Fihg 

FP&L 2010 Nndcar Cost I 1/1/20lO 

I Rccowq Clause Filing I 
I I 

ICDR 8.3 Supplemental 

DESCRIPTION 

Witness ilxioiitg to lielp FPL prepare for the 
cross- examination phase of their late case 
Provided Florida Powwr & Light Coinpatiy wvlth 
regiilatoiy support scivices and expert 
testimony associated wit11 its Need Study fikd 
with tlie l’locicln Public Service Coinmission 
and follow-on support us needed at theNRC 
Prepared expert testimony on behalf of FPL to 
support the reasonableness of heir plojcct 
ninnagement, risk management and cost 
estiination pixctices. 
Retained as a consulting expert in anticipation 
of possible future lW.rate proceedinp 
Assisted PPLwitIr a n  assessmetit of various 
meelianistns that hnvc been developed bot11 
iiationallv and inteiciadolmllv to promote . .  
renewablc tccl~~~oloejes 
1’rcDarcd cxDcLt testimotlp 011 belialf of FI’L to 
sn,’,ort tlie icaso~la~enels of tiieirproject 
inaaagcment, risk riiaiingetnent and cost 
esiiiiatioti p~aclices. 
Provided tcstirnolly coinmenting OII state 
issiiaiice of securitization bonds fot new iiuclea 
ylauts. 
Prepared expert tcstiinony on IxhalF of FPL to 
snpport the reasonableness of their pocjct 
managcinelit, risk tnanagemct1t, and ocst 
estiiiiatioii practices. 
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Re liest# R e  iiest ?,- M data rcqucrt rcsponscs or prodoction of 
7 documents iclntcd to the EPU Proiects from 

perlahirig IO the W C S  nuclcar cost recovery 

AN cscciitive managemcnt rcports, briefuigs or 
presentations rclatcd to the EL’U since 
Dcccnibet 28,2009. 

A list of tlic EPUziployeeees or contraclois ni id  

tlic dates of nll trahing on tlic FPL Code of 
Condnct and Eiiiploycc Conccriis Prograin. 
I’lcase i~icliide all inatcrials uscd duriag this 
b i n h g .  
\Would it bc possible to gct a copy of CIL2008- 
114432 This \vas refetenced in CK-2008-37753 
The Inst pagc of this docuincnf includes a 
document cntitlcd “High Risk Aiitigation Plan”. 
That documcat klcluder a list of 6 nuligadon 
~ctions, rcspotisibility for cotnpleling those 
actions and a duc date for cnch nction. Woiild it 
possiblc to Cud each of llic docuinents that \vcw 
dcvcloped ui tcsponse to mitigation actions nnd 
rlctcrniioc wlicii cadi ~i~tippLIon nction \vas 
completed? 
\Wh regard to ihe nttnclicd 2009 DR rcsl)onse, 
\voiild it bepqssible toget the amounts t h t  arc 
redactcd from tlic table on l’g. 2-3 m%lF-- cnlctilntioie for nll i\FUDC nmoiints (i.e., -$%C 
$370. $200 A , N ,  ctc) presented to WI:s 
eseciitive managcmetit bc~wvccn January I“, ZOO! 
nnd today. 

pLmc~cilings. - 
4 

5 IUIBPU HOPRS shlcc 1/1/2010 
6 

7 

8 

9 
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Received 
(26/2010 

/8/2010 
(19/10 
;oiitracIors) 

126/2010 

/I /2010 

/ I  /2010 __ 

.~ 
/30 /2010 

/30/2010 
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fatitid on pngcs 51-52 of the PTN preaei~latio~i 
and pages 38-40 of the PSJ. presentation. This 
written confumntion of m rrqucst piwi t 

Execotive StccGng Coimiittee 
nlccliiig/l,~csciitaLiolL If tLem was, plmse 
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CONFIDENTIAL 
Exlilbit 5: Doeumente Relied Upon 

1. Annual Cash Flow, PSL EPU Project, Aiipst 1,2009 
2. Aiinunl Cash l7lo\v, PSL EPU Project, Octohr 1,2009 
3. Annnal Cnsli Flow, 1’SL EPU Project, October 2009 
4. CR 2008.11443, April 3,2008 
5. CR 2008-37753, December 10,2008 
6. Direct Testimony of Jolin J. Reed, Dockct No. 090009-EI, May 1,2009 

8. Direct Testiinony of w Docket No. 09WO9-EI. May 1,2009 
7. Direct Testinlong o 

9. Ditect Teslimon r o Docket No. 090009-EI, M a y  1,2009 
10. Email from - to anonymous recipient, lrlarcli 26, 2009 

Docket No. 090009.E1, Exhibit I, May 1,2009 

dated Match 19, 2010, to James Pop~>elI, Jolin Reed, Sam Eatoil, re: 

o Samuel Eaton, Project 

Jolio Reed, Re: Independent Investigation nf 
.ewis Hay, 1TL Giuiip Clisinnaii and CEO, 

12. Eninil fioni 
hhiager, dated hhrcli 10,2009. 

13. Engagement Letter ftoni 
Febniaiy 19, 2010 corre 
March 15,2010 

14. EPPI-300, Project Clinnge Control. Rev 00 
15. EPU lessons lenrncd PPL from April 2010 
Id Exteuded Power Uprntcs, Executive Steering Conin~ttee Meeting, Saint Liicie & Turkey - 

Pohf, M a y  1,2009 
17. Extended Power Uprates, Executive Steering Coninlittee hkcting, Saitit Lucic 8: Turkey 

Point, June 23, 2009 

Septeinber 9,2007 

October 22,2009 

November 13,2009 

18. Rstendcd Power Ilprates, Executive Steering ColnnGttec, St. Lucic and Turkey Point 

19. Extended Po\ver Upmtes, Executive Steering Coininittee, St. Lucic and Turkey Point, 

20. Estended Powvet Uprates, Executive Stecring Comslittcc, St. Lucie ntid Turkey Point, 

21. Extended Power Upmtes, Project Update, Saint Locic,July 25,2009 
22, Exteiided Power Uprates, Project Update, Turkey Point, July 25,2009 
23, F1. PSC Docket 080009-l3111r Re: Niicleu Cost Recoveiy Clause 
24.1X PSC Docket 090009-EI, In Re: Nuclear Cost llecovety Clause 
25. FLPSC Docket 100007-E1, FPL Notice of Intent to Retain Pnrty Status, Jniiuaiy 6,2010 
26. Florida Power 6: Light Coinpan),, Code of Business Conduct nnd Etliics, most rccently 

revised October 16,2009 
27. Florida Power & Light Conipany’s Petitioii for Approv~l of Nuclenr Power Plant Cost 

Recovery Amount for the Period January -December 2010, May 1,2009 
28. Florida Power & Light Company’s Pelition to Detcrniiae Need for Expansion OF Electrical 

Power Plans and for Excinytion from Rule 25-22.082, P.A.C., Docket No. 070602-111, 
September 17,2007 

29. Iiloridn Public Seivice Commission, Order No. PSC-08-0021-FOF-EI, January 7,2008 
3 0 m ~ e t t e r  
31. Meeting request for BPU Sahtrday Session, July 25,2009,800 I\hl to 330 Ph.1 
32. NPDI-304, Estimate l’reparation, Rev 0 
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Exliibit 5 Dociiiiiciils Relied Upoii 

I 33. PSL EPU I\.Iodifimtion Scope Review dated June 16,2009 
2 34. PIN EI’U Scope Review dated June 2009 
7 35. Resl>onse to Docket No, 090009-EI, Staff‘s Fifth Sct of Interrogatories, Intcrrogatoiy NO. 

’ Plnnt. Balance of Plant. Rxtended Powu ‘t 36. Sliaw Stoiic PC \Vcbster, Inc., Sf. Lucir Nudeni 
53 

-, Fcbcbruaiy 2008 
f Plant. Ilxtciidecl Powa 1 37. Shaw Stone & \Vcbstcr, Iuc., Turkc). Point Nuclear PlmtJlalance o 

i 
ir -s, > Felxoary 2008 
4 38. Soiniiiarv Cash Flow EPU Total 090217 Revicwed.rls, “PSI. EPU Project Tohl,” Pcbiuar), 

2 -  

lb  17.2004 
I! 39. Total Proiect Cash Flow, PTN EI’U Pxoject 2009, M a y  31,2009 
(140. Total Project Cash l-lo\\,. PTN EI’U l’iojccr 2009, Augosl2009 
(1 41. Toral Project Cadi flow, PTN F.PU I’io’cct 2009 Novciiiber 2009 
1y.12. Tiniiscripr of Diiect Exniniiiatioii o -eptcmbci 8,2009 
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2 Fcbiiiniy 19,2010 

Mr. Lewis Huy 
Floiidn Power nnd Light 
FPL Group Cliairiimii and CEO 
700 Universe Blvd. r Juno Bencli, 1'L 33408 

$j Dear MI'. Hny: 

9 I nni writing to you with my COIICCI~S nbout cost perforonnonce i n  Nuclenr Projects nnd Extended 
10 Power Upnte (ElW) io 2009. Will  tho exodus oftlie alliie SK. EPU Pxoject Mnnageilient Tcnni, J 
1 1  nni being cited ns one ofmniiy targets in Illc fnilure ofOPU in2009. 

$7 
?$' 
W 
Y J  

!-I) 

i Mny 2008 by= 
for EPU wns rclen!d. I wns cold by llie 

voiild Iinvc to nssiiiuc the PPU ies onsibility ns well 
otli positions I cpoiting lo V Iiad over 

ib 100 people (contmaois niid FrL) rcpoiiing to iiie nt five sites nild n Corpointc Project Co~itiols 
illy 2009, wliich i s  wlieii 1 Icn RPU, until Novcinber 2009,l reportecl ngnin to 

unibcr oftinies lie tliought I was 
IO took me to diiuicr niid cxprcsscd 

liilc rcpoiiiiig to - 11 
Dur:iig lhe tii i ie 1 worked foi 

1Jliir nppircintion for iny support while working forllial. 

'2.1 In my ievicw I nni nccused of not providiiig adeqilnte infoiiiiation or forecnsting for both Ilia EPU 
TZ Project nnd Niiclcni Projects iii 2009. 

Concentric's 

anding that FPL has indepondenfly Inilialed correctlva 

2 7  'Ib my kiiouk-dgo (liere !vas tiever n Iiiajor issue with n Monl l~ly Vnriniice Report or n Sile Piojecl 
'Lt Slnhis Reporl for Nuclear Projects. Fioiii n Project slnndpoiiit, nll projecls wcre on lnrgel or 
W explained io vnrinnccs. I do 1101 kl ievc niiy cited issucs were n result oCn Projcct Coiitrols 
'h, sltoikomiiig, For Puivcr Upintc, iiiy Project Coiiliols 'Tcnin developed exteiisivcproject 
71 iiidicnrors iii Pebnlniy of 2009 niid piittcrncd tlieiii nncr tlioso used to support tho "Uig Dig" 
71 Ijoston htery. Tlicso indicnlors iiicluded Earned Vnlae Metric% These indicnlors \vue nppioved 
73 by llic Piojecl 'l'cnrriniidp~csciilcd 10-11 Mnrcli 2009. The origiiinl indicntois a m  sl i l l  
~g on the EPU SliniePoiiit wchite for you lo view. The issues eflecliiig projecl pcrforiilnilce for 
3 )  EPU were tlie foct tlint tlic UPU Projccl Tcnias could 1101 stippoit opdntc of the iiidicalois due lo 
7b ColilinllinQ bnselinc rcvjcws nivl scouc nddilions Ilia1 wero iiul liicrioiisly idcntilinl. 

~ ~ 

Concentric generally concuis wilh lhese asserilons: wlllle we ralse concerns regarding 
cetteln procedures wifhln lhe Projecl Coi~lrols group, we do no1 believe fhal lhe EPu's 
pmlect Conlrols personnel or work product 1s or has been def/cient. Concenlrlc agrees 
that prior lo July, 2009 the ongoing boseflne reviews and scope addlllons were fhe 
ptfnc/pa/ drivers of cod uncerfalnly. See Saclion /V of /he report 
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y 
G 
7 

2. My Projecl Coiilrols group prepared detailed reviews that were presented to Mr. Jiin Rob0 late in 
7 July 2009 oil the poor coiidllioti of EPU. 

The July 25, 2009 ESC presentations presented detailed cost reviews. Concen ic’s 
ir~lewlews confirmed the allendance of 

and representatives from Bechfel, amongsf 
ofhars. See Sactlon IV ofthe repoit. 

irn Rob0 ih 

4 
(7 
cb 
19 

tl 

1 AI h e  lime, llic cost oveiview for PSL wnn: Origiiinl Dudgcl S656MM, Curreill Forecast 

Yo L>irreiit Forccnri S909h4M with n iiegalive variance of (SlhOMM). 
S795MM sliowiiig a tiegative vnriniicc of (S139MM). For PTN: Origiiinl Docl~ct was S749MM. 

Concenlrlc’s scope of work focused on the Florida EPU projects, not Point Beach in 
Wisconsin. Foilowlng the July 25, 2009 ESC presenlallons, the EPU project teein 
has reported addifional cos1 escalation at PTN & PSL in ESC pmsenlatlons. The 
forecast as of Daceniber 2009 was $831 MM for PSL and $1012 MM for PTN. The 
currenl forecast for bolh PTN & PSL rarnaln under review pending 8 fhlrd patiy cost 
enalysls for PTN U3. See Report Section Vlli. 

FPL 152934 
NCR-IO 

LZ I nli i  coiicerned nbout how TPL will ieiioit these liiidiiigs at I l i e  iipcoiiiing PSC Iicnritigs. h i y  
z j  iiiforiiintioii fioni EPll ollier llinii which \vas Iiiesciiled lo  Mai~ngciiiciil Ins1 siiiiui~cr will bc n 
Zy inniiiyiilalion of tlie lnit l i . Clirrciil rcpoiliiy fur PTN nnd PSI, does not coiilniii infonilation 
’LC showiiig IIiere is sciious lroiiblc with Iliesc Projecls. The Iioihle wns eiioogli Io rei)lncc llie ciilirc 

SI. l’iojccr Tcniii. 
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CONPIDENTIAL 
I Exhibit 1: m e r ,  Intcrllriented 

110s determined lhal he is correct lhaf lhey inwrrsctly relied upon Via original need 
determination cosl estimates. Tiiese inacctiracies were corrected on a golng forward 
basis prior to Illis investigation coininencing. -Id no/ seem aware of /he 
post-July 2009 ESC presenlalions or lhe revised cosl forecast presented therein. 
Concentric has confirnted that the correct informelion about lhe post-July 2 
slafus of the cost eslimates, lnclfrdlng lhe July ESC presentelions allached by 

2010 NCRC. See Section iV 0f1l10 reporl. 
m o  / I / S  /etfer, was provldad by FPL to the PSC staff as pad ofik review for ~ t e  

% For PBN, llie estimate wns slnled ill Deceinber 2009 as being SS52MM and ciirretitly I believe it 
17 is over $6OOh4I. Tlial's nliiiost 2 times the original Slinw biidget cslimnle. 

l'( My teain delivered the correcl iiiessnge to Sr. Mnnngciiieot. Sr. Atarmgenmtt did not \wit to 
1'1 nccept llic messape. My Fiiinl Bvnliiatioii for 2009 is the only poor cvnhialioii I've ever 11nd in 
i p  my entire carecr hnving worked in Project Co~itrols for soiiie 30 yenis. My foriiier positions 
21 before coming to FPL were with ARES Co~poratioii, Burliiiguiiie, CA wvliere I was Project 
'kControls Coiisultant/MRtinger for NASA in 1Ioustou working with the Pxogrniil MaiiageinCiit 

Division of the Iiiternationnl Spnce Stnlioa. Also \villi ARES, I \\'as n Pfoject Collsultonl for tlie 
f l  DAKHT Project (Dual Axis RndiograpliicHydrotest Facility) at Los Alainos Nnlioiinl Labornlory 
X where I was part of R Pmjecl Team that enmed tlie DOH Brcollciicc award for Dcfeiisc Syslcms. 

told the tnilh obout the EPU fionncial coiiditionniid tlint Iruth did not 

Pinnlly, I kiow tliis letter conies at n time wliei~ FPL lius ordercd llie investigation of caiployee 
COIICC~IIS stemming fioiii the Jnn. 2OIh aiid Feb. 4Ih letters. I niiiiii no wny associated widi those 

kl lctters, I only seek to express my coticerii about iipconiiig PSC lienriiigs and niy riiijiislified 
$1 negative cniployec review. I liave copied iiy siipeivisor mid Iiiiiima resot~rcs. 

72 ~ ~ i s i ~ k y o i i  for Inking tlie tiine IO read tliis ~etlcr. 
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CUNFIDENTIAL 
CONPIDENTIAL 
Exh ib i t  7: March 1 3 , 2 0 1 0 ~ B m a i l  

Sam Eaton 

i From: 
1 Sant: 

SohJect: 

6 importance: HI@ 

In my opinion, myrelatlonslilp with-Is becamlng Increasingly strained. I don’t feel I have a success path 
to developlng a professlonal relationship with hlm that can benefit FPL. Hc has been cordial In public but in the one-on- 

11 performance. He has not put me on a formal &PIP t h a t  I’m aware of (as I discussed wlth you) however, he has given me 
12. exercises (with changlngverbal ex ectations) that makes me suspect he thlnks he’s established me In the program. I 
(9 feel, especlaily with 
ry organizatlon. He told me In private t at he does not Intend being flred as hls predecessors for poor performance and he 
[( will inot let a few “stupid” people affect his management effectiveness. 

one closed door “touch base” sesslon we  Itad yesterday he continued to tell m e  how dissatisfled he Is with my 

early departure yesterday, that I am the next target for ellmination from- h 
4 I feel it‘s tlme for me to develop an exi t  strategy from FPL. I need to dlscuss thls with you a t  our next nleetlngslnce I still 
I I have financial commitmentsfrom when I was liked. I need to nlinlmlzemyflnancial exposure inleavingthe company. 
L’a Also, as a part of my own professlonalattltude, I want to makesure there is an adequate turnover for someone chosen 
f 7 t o  be my successor. 

70 Thank you in advance for your help wlth thls and I look for t o  speaking wlth you soon. Hopefuilywe can have ti l ls 
dlsciission early next week. 
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CONFIDENTIAI. 

FOKCCd’. 
11/7/08 7/25/01) FS#-Briefillg, pm, p, 26 

2010; Inteivicws; EI’U-A*fovenient O u t  
--- 11/22/08 1 

leases project. 

1’SLproject conttols idestifies potelitid cost o w -  

niii follo\viiig awacd of Beclitel EPC agreemetit. 
heliiiiiisiy forecast provklcd to EPU sciiior projcct 
inaaagcnient. ___ 

OF W I J  SinceJuly 200R.XS - 

12/1/08 
Iimtview 

54 

9L 12/10/08 
71 

53 
3.i 

FPL 152937 
NCR-IO 

C112008-37753 initiated: I’SLEPU should h e  
Climge A~laimgemciit l’lro developed nnd 
docilrmcnted; CR 2008-11443 raised issue bot \vas 
closed with no ndditiolial activity tmced; “iiiissed 

CR 2008-37753 

CONFIDENTIAL 
?I Exhibit 8: Cliroiiokw 

YO 

% 
ssiimes ndditioiinl role of I t4i  T -- 

2010; Iiitewiews 
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FPL 152938 
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M v J  134MM above sco in estimate. .. . ....... ~ 

resigns for Intewieiewv; EPU-A,Joveinen t of oiit EPU 
Project Since July 2009.XLS ,---- 2/28'09 per ortilance s tic . 

PSL EPC trend \voold increasc biidcet for EPC 

.--. CONFIDENTIAL 

.. 
/ 3  
/ '( 
I f  

Eoni 595 h.h.1 to $235 hlkl with nok "Forccnst 
based tipon iiiost recent data received from Dcclitcl. 
Ueclitel to povjdc total project fokmst by 

3/2009 

... 
ked to remove prcliliutia~y forecast 
Site A.loi~thly Cost 1Ieport and to 

on forecast uiilil the prehii 
I is more certain. Iiiteiviews iiidicate 
\vas not satisfied with this outcome. 

Idst dntcof docmiiciits typicnlly provided to PL t 7  
PSC IiiteriinI coiitrois auditors. 

2s' PSL EPCueaci woiilii increase EPC bidget from 
W $95 A&l to $235 A.U.1 w i t h  note "Forecast based 
37 5f09 npon alldatn receivccl from Jkclitel to date- 
2.I Additional efforts uiidc~~vay to reduce Forecast." 
Z'/ IISC advised tliat BecIitcl estimate is greater than 
30 Lid; cost forecasts fox PSL (F682Mhq n i d  PIN 
9 1 5 f09 ($770ALhQ miinin unchniiged; cost indicatoix for 

7.2 PSL nre nU erccii: cost iiiilicntors for PTN arc nliscd 

replace tlic yrcliiiiiiiary forccast with thc originai 
. rpy 

w - "'30/09 

.- 

I 

clalification will lollow with agrcenients on target 

1'Sl.Ixeiid Register 

- 

Iiituvicws; Einail kom 
dated Mfircli 26.2009. 

._ 
Inten.iew __ 
PSLTxcnd Register 

5 f09 ESC Uriefiiig, pp. 3,4,27,28 

&I  z'i"uy IDraCt nnnlvsis iridicateskSL cost cstiinatcis $785 1090217 lU3VIE\VED.X.S 
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lrPL 152939 
NCR-10 

of Concentlic. .... 
PSL ~ i a n u i ~  CMII FIOW Gjiort includes ereen 
perforinaiice indicator for budget forecast. Notes: 
"Cost s h h s  is Iiased on the cutreelit approved 
Project fiiiicIiog. I>etnil forecast at Completion is 
undeiway." Total Project Cost Siiiiunaty listed as 

1'TN 'Yoral Projcct Cadi Flow Repott illeludes red 
perforinance iiidicntor for budget forecast. Notcs: 
"Cost stahis is based on tlie ciirreiit approved 
Project fimdiiig. Shhls wvili be reset upoli approval 
of additioiinl fiiiid as applicable." Total Piwject Cos 

\Voik on tevisedl'TN P; PSL cost forecast begins 
Late lvlay 09 hllowviog 2-3 weeks of intensive xeviewv ofl'BN 

5/1'09 

uiider review. - 

5'31109 

Sulllma~y listed ns $747 MhL .- 

CONPIDENTIAL 
I a 7 Bxbibir 8: Clrro~rology 

I 
2 

3 
Y r 
b 
7 
& 
9 
kJ 
I f  
Q 
'7 

Uf 
'41 
4? 
[I<\ 

5/1/03 

steam gencmtor I" replaceiiient, replacement of 
No.1-4 fecdwater henters, rcplaceiiient of 1 SPl' 
l a ,  esciter teelvinds, nrid SDV ceplnceaient from 
EPIJ scope. Dowsized 'I nc\v SIT I K  

6/09 

Docket 080009-01. " Spo&ors Schedulel'Oll-7 
whicli includes $1.4 B project costs 01' $1.7 B in- 
seivice costs. States this irpreseiits tlie ciirrciit 

- 
forecast niid re-estjniation. ___ 
PSJ,EPC wend. \Vodd increase biidgct for EI'C 

71 h.001$95 m r  to $235 h*hlwith aotc "Forecast 
based upon nil data received fmn Beditel to Date- 
Addiiiorinl Efforts Undenvny to Reduce lzorecast." 

3r :!+- PIN pcrfonnaiice Total Pfoject indicator Cash for Flow budget Report forecast. includes Notes: Ked 

% 
37 
3% 

-~ 

"Cost stahis is based 011 the curmlt npproved 
Project fiindiiig. stahis will be reset llpoll npproYaI 
of additioiiaf hiid as aiit>licable. Total l'loiect Cost 

~- 

SLAiiid Cash Flow Report, 5/1/2009 

'IN Totnl Pxojcct Cash Flo\v Report, 
/31/2009 

I SLTrmd Regis ter 

'TN Total Project Cash Flow lkport, 
12009 

'TN EPU Scope Revie\v,,Juiie 2009 I 
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1’SL Annual Cnsli Plow Report, 6/1/2009 

1 . . . .. .. . . I ... .. ~~~ . . . . . .. , . . . , . . . . 
I’SL BPU A,lodificadon Scope Review. 
l~ccomme~idetl deletiiicr UI exciter mwjnd. No. 5 

I 
- 

16/17/09 PSL J3PU Modification Scope fcedwater heater, repvcrhg coirdciisatc pump C, 
1% ‘I I GI17109 I wrcliase of one ~Lculatinrrwatw imnpxotatiliz - , 

/L 
17 indicative bid, but that PSLnnd 1TN cost estimates 

remain uncliatiped at S682A.M and $770A*IM; SNE 
(co~itingency) has dcchied fmln $182h.h1 to 
814A*IhI fot PSI. and from $204hmti to $ZShUrf for 

6/23,09 J3sc nrictillg, 3, ‘Y 
‘9 6/23/09 

PIN’I‘otal Project Cash Flowllcport, 

Bcclitcl submits revised P50 cost fnrccas 

underway.“ Total Project Cost Summaiy listed as 

C Brieiing. PTN, 1). 2G 

1/25/09 ESC Lldciing, I’SL, p.8 hat PSL EPU cost forecast is tiow 
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?I 
21 
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w 
%9 

I 

estimate, aiid cari& EV of $1~7SA~UvI. 
PlN Total Project Cnsh Plow lkport includes @?en 

"Cost status is based 011 the ciirrciit approscd PTNTotnl Project Cash Flow Report, 
l'lojcct huidiiig, Status will be reset upon uppcoval S/ZOO9 
of additioiial Iiitids as applicaWc." Total Project 
Cost Suiiimary cliatiged to $750hlivI. 
1'SLhiiiiuaI Project Cneh Ho\v Repoit includes xed 
perbuinncc indicator fox Inidget focccast. Notes: 
"Cost stahis is based on current apixoved project 

8/1/09 hitiding. Detail Forccnst at Coii\plelion is 8/1/2009 
utiduway." Total Project Cost Suiniiiaiy remains 

petfouiiance indicator for budget forecast. Notes: 

8/2009 

PSLhnnual Project Cash Ho\v Report, 

I to SdieduleTOR-7. States "the cost to complete I each project is subject to constant considcrntion and . 

CONPIDGNTIAL 

2 

. .  
teporting oldigatioiis described above, Fl'L takes a 
"simpshot" of this contiiiuoiis process at a particolar 
point i n  time." 
1'TN Total Project Cash Flow Rcport incliides 
yellow petfmmnrwe indicn to2 for bnclget foxernst. 
Notes: "Cost status is based 011 the current 
approved Project fwdiiig. Stahis w i l l  be reset iipon 
approval of ndditional hiiids as appficnblc." Total 
Project Cost Suliuiirly xemahs $750A'IAl. 

CONFIDENTIAL 
3 Exhibit 8: Clironolo 

.- 

PTN Total Project Cadi Plow Report, 
9/2009 

7/25/09 ESC Briefing, PSI,, pp. 44,50 

7/25 /09 ESC Uricfiiig, PTN, p. 3 

EI'U liave kiwcased by 21.4% from S749.2h431 to j25 jo9 ~ s c  Bricfiilg, l,TN, p, 
$909.7hfi.k risk rqister not sgnclicoiiized \villi cost I '' 7/25/09 I ki. 

_ .  
cevisioii, and will be subject to coirtiiiuous naalysis 
uiitil each project is Idacedin sewice. For the 

Stnff Iotcrrogatoiy 3-53. " 1  8/17/09 I 
77 
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CONPIDENTIAL 

Cost Siunnraiy rcmaios SISOAfi,I. - 
DSC ndviscd dint cost forecast is uiicliaiigcd at 
$1.843B; ~ ~ n d i t g m q  @daticit&g vndabk) hns 
decreased by $12h*I; AFUUC cstimntc lins bccn 
rcviscd downvrrds by $ZOOhn.l, and now rcflects 
only WL sliarc (all ot~lcr costs prcseiiied arc cull 
plant cost); totalE1’U cost estiinnte at $2.07811, with 
ttnirsinission nnd AFUDC; cost per k\Y is roughly 
snine as iiceds filiw. 

.Lo,22jo9 I), 10’22’09 
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CONFIDENTIAL 
3 Exhibit 6 Chconolog 

Project Cost Sotiiiiiaries are the orighl5/08 Need 

roject cost showvnis 5/08 estliiate, not 11/13/09 ESC Briefing, pp. 4 4 4 1 ;  

Total l'mjcct Cnsli Flow and PSL 

Project SiiiceJuly 2009.sLs 
7J 
7 

28 
v, 
3U 

71 

+I 
Zr 
71 
17 
% 
74 

Y 

93 
Y? 

7 
33 

qd 

w 
(d 

High Bridge Associates retained to provide 3rd party n'L l,urcl,nse Order oo12,777, 12/08/c 

ESC provided with tables for PSL and lTN where 
project cost siiiiiiiiary sliows 5/06 estluntcs, not 
curimt estimates, and budget forecast indicator is 
nistakenly shown as yellow, not red. However, in 
balance of tlic rcport, the ciirrciit cost forecnst is 

eliminated niid "scope not deGoed" C'SND'') has 
been rc-estnl)lished; SND lins decreased by $4.6mr; 
Support of Poiiit Ueacli is plnciiig ndditioml stixui 
on PSL niid PTN resoutces; LAR analysis is driviiig 
scopa/cost increases. -. 
~\onual cadi flow slides for ESC presentation 
niodified to clearly stnte\vhat relates to the total 
projccl Cotccnstnnd the niiiiual forecast. .. . 

ltisk register for PTN incrcnsed by $9,5A,n*I. wvitli 314,1,,, cl,nl,ges 

Risk register forl'TN iocressed by $lO.lh*m,f, with p T .  risk rcgistcr, 314110, cl,nnges 

'2/8/0' estimate O C P T ~ \ ~ U ~ .  

12/28/09 ESCDriefiiig, pp. 2,5,8,13, 
12/26/09 s1.843B; cost contingency catcgoIy has been 18,19 

1/15/10 1/15/10 ESC B d h g  

pTN risk 
..... 1/21/10 equnl rediictio!!~~~~ontillRenEg. -. .......... 

2/8"o equal reduction i i i  contiiigeocy. 

................ 
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be uiidcndiied. PSL aoluiual budgct perfononlice 
iialicator changed to geUow. 
Additional S14.lb4lfndded t i  1TN risk summay 
(weighted). $13.8&4l,I relates to additional U \ Y ’  

_____ 

diic to ~irevioiis S/G tuliclcaks. Note that 
this is in additioii to $11.2 &rid already in budget. 

pdnte indicates LAll rcevaliiation niay 
rcqitirc nddition of check valoc to initigatc PTN 

77 inaiii stcnin presniire dcop. Cost increase is listed as 
‘IF ‘1/8/f $5h,I&l. Kiskregistcris updnted with $19;ih~IIvI of 
PI wvcighted risk costs include $5bEvf for innin steam 
%I check valve. 
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NCR-IO 

CONFIDENTIAL 
Exliiblt 9: Respossc to Staff DR 5-53 

Florlda Power 8. Llght Company 
DOCket NO. 0QOOOB.EI 
StsfP's Fillh Sel  of lnterrogatorles 
liilorrogatoly No. 63 
Pnge I of I 

Q. 
Section 366.93(5) F.S., slates: The utilily sliall report lo thc conullissiou niiiiiinlly the budgeted 
aiid nchlal cosls ns coliipaiecl to the esliinalecl insewice cost of the noclear or inlegt'ualcd 
gasification coiiibiiied cycle powcr plaet provided by the utility puisuant to s. 403.519(4), ontil 
the coiaiiiercinl opernlion of the iiiiclear or integmted gasification combined cycle power plant. 
The utility slinll provide such inform;ilioii 011 aii alulual basis following the fi11~1 order by the 
coiiunissioii approving the detemlioation of need for the imclonr or intcgrnted gasification 
combined cycle power plant, with the uiiderstai1ding that soillo costs may bc higlier than 
estiiiiatetl and other costs may be lo\ver. 

Please piavide 8 listing of cncli nnalysis yoii believe is coiiler~~plsled by Seclion 366.93(5) F.S. 
aiid sliould be iiicloded in a utility's aiuiual NCRC filings. laclude in your response estimates of 
the cost and time required to prepare each listccl analysis. 

A. 
Seclioo 366.83(5) requires (lie aiuwal repoitiiig n f  the act1181 nud birdgeted costs lo coiiiplelc llie 
project RS coiiiyared to the esliilinted in scrvicc cost provided pwsumt to 403.519(4), F.S. FPL 
piovides tliis inforiiialioii iu Page 464 of the niuiual FERC ForIn 1 filing. It is FPL's 
understandiiig tlirt the FPSC developed Page 464 (contained millhl the FPSC section of FERC 
Foriii 1) to satisfy the requirement of this slatute. Additionally, FPL iiicludes this iiiforiiiatiou as 
pnit of ils Nuclear Cost Recoveiy filing as TOR-7. These filings sntisfy the reqnircirieiit of 
Section 366.93(5). 

The cost to coinplote each project is subject to constant coiisitlwation sild revision, niid will be 
subject lo conliiiuous analysis until each project is placed i n  seivice. For the reporliog 
obligatioiis described ~bovc, FPL tnkes n "sliapshot" of this contintlaus proccss at R particular 
poilit i n  the .  ,This is a dola gallleritlg exercise wliicll utillzcs tho oulpot of exisling processes 
tliat would be performed regardless of this reporting rcquireuncnt. It takes professionals 
througlloiit the FPL orgnnizatioii several weeks ofwork to gnther ~ i i d  preparc this iiifommtion. 
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June 21,2010 

PPL 152946 
NCR-IO 

nvestigatlon 
e wilh many 

I have completed a review of the report entltled 
Report" prepared by Concentric Energy Advisors (CEA). W 
of the recommendations, there Is one area ofthe report In particular that I believe 
warrants clarification: the assertion In section D that "a 300M, or27Y0 Increase in 
the projected cost of the (Extended Power Uprate] project should have been 
discussed in the live teslimony of Sept. 8, 2008." On the surface, the timeiine 
presented seems to support this as a reasonable conciuslon. However, the 
investigative report does not reflect Ihe series of discussions that occurred 
between various members of executlve management between the time of the 
award of the Engineering, Procurement, and Construction (EPC) contract to 
Bechtel Power Corporation (Bechtel) and the Florida Pubilo Service Commlssion 
(FPSC) hearing on EPU project cost recovery In September 2009. 

In summaly, it was well known that Bechtel has a reputation for taklng 
narrow views of contracts, excluding iegltlmate scope, and generally being 
dlfflcult to work with after having won a bld as the low cost bidder. indeed, FPL 
Group had previous experience wilh thls type of business practice on the Marcus 
Hook proJecl several years before awardlng the EPU EPC contract to Bechlel. 
Prlor to awarding the EPU EPC contract, senior FPL management had extenalve 
dlscusslons on thls point, and were prepared to "push back" If and when we 
observed the pattern. Not surprisingly, fallowing the contract award Bechtel In 
late 2008 and through the winter of 2009, FPL began to receive forecaats for 
both Turkey Point and St. Lucle that reflected slgnlncant Increases In costs for 
the projects. While there was acknowledgement that as detailed engineering 
proceeded, there would be addlllonal scope, and therefore cost, there were also 
indlcatlons that there were opportunltles to elimlnate scope and reduce costs as 
well, that simply were not being acted upon. The inleractions between FPL and 
the major vendors on the EPU project continued during the first half on 2009 with 
little progress made on reducing costs, with the ma]orfocus belng on Beohtel. 

Thls culminated in the July 26,2009 meeting discussed In the CEA report. 
During that meeting, whlch included FPL executive management (Including 
myself) and Bechtel executive management, along with staff from both 
organlzatlons, there was a princlpai focus on cost. Durlng the rneetlny, there was 
an acknowledgement that there were, In fact, opportunltles to eliminate costs that 
had not been acted upon, and some anecdotal examples were dlscussed. In 
summary, the meetlng ended with Bechtel agreelng a1 FPCs request to dedlcate 
resources in conjunctron wilh FPL to identify and ellminate unnecessary costs, 
including duplioatlve overhead. It was agreed that the team would report Its 
results followlng completion to FPL EPU management, whlch In turn would be 
provided to FPL executive management. 

I 
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Jiine 2 1,20 IO 

I I have reviewed t l i ~ I n v v e s t i g a t i o n  Report prepared by Concentric Eneigy 
2 Advlsors (CEA). In my view, the CBA Repoil providcs only a limited perspective from a 
7 project controls standpoint. The 
Y in eispective as the incoming 

,b pespective. 

111 the siimnier of 2009, I had conceriis about the total EPU project cost forecast. 

o First, the scope of the ptoject was contiiiuiog to cliange based on llio progress of 
the engineering aiialysls required to si~pport. the Nuclear Regnlatory Commission 
(NRC) licensc aniendment requests (LAR) aiid the dcsigli ciigineering that wns 
just beginning. As n point of comparison, at this time (one year later), vnly one 
LAR for one of the four FPL units has been subniitted to NRC and design 
engineering is only ap~noxiniatcly 13 percent complete. 

e Second, the more significant driver causing the project controls organization to 
forecast a liiglier cost to EPIJ senior nmnngernent was infotiiiation provided by 
Bcchtel Power Corporation (Bechfel) 111 mgnrds to their forecast of llie ~icemsary 
reSources to staff, manage, and implement the uprates. At this time, senior PPL 
inanagcmcnt had significant concerns abont llie accuracy of the Bechtel forecast. 

The EPU senior management teain reported to the Executive Steering Conitnittee 
(ESC) Illat it had evaluated what it would cost to self-perform the uprate for R given site 
and conipared !lis estin1ate to the Beditel forecasf. The EPU scnior management team 
detennincd thnl the Bechtel estirnatc WHS signifioaiitly higher in comparison. Tliis 
posltlon taken by the EPU nianageinenl team was the catalyst for tho detailed review 
conducted and presented lo the ESC on July 25.2009. During that meeting it was evidcnt 
that Bcclitel senior manageinent and EPU senior maaagemeiit were very far apatt 011 tlic 
resources required based on the current scope, to engineer, procure, and im~~lemcnl tlic 
EPU projects. Senior managemeiit considered the Beciitcl position to be a “no risk” 
ptoposition for Bechtel slid, accordingly, believed the Bechtel estimate to be 
nureasonabiy conservative. As a result, senior inaiingement did not accept Bechtel’s 
position and tlie hlgher forecast. 

FPL senior management then directed the EPU managenient leain to takc a 
number of actions, including potential removnl of Beclitel from all or a portion of the 
projec(; cciisideration of other engineering, prcciirenient, and construction (EPC) vendom 
to perform ~ l l  or pail of tlie work; and pursuit of a strategy lo resolve the delta between 
PPL and Bechtel. FPL senior nianagement also reeinpliasized its expectation that the 
EPU tenin was to continue to challenge the scope of the project. 

During August-Scpteinbcr 2009, tlm BPU mmagenient leatn’s priorities were to 
reorganize the EPU prcject team. and structine, conduct an orderly trnnsition, and 

rage 1 of 2 @ 53 
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evalriate options to leverage the Company’s posltion relative to Beclitel. During this linie, 
my direct reports and I initiated a nuinber of activities. Ono initiative was tlie engageinelit 
of URSIWasbington Group (URS) as to their availability and capability in regerds to 
EPUs. URS wanted to know if FPL intended to lerniinate Beclitel’s role in the project. 
Tile RPU management tenln loll URS thnt although FPL was riot happy with Bechtel, no 
co~iciusions Iiad been reached with regnrd to staylng wltb Beclifel, switchi~~g to self- 
perform all or part of the work, or switclilng to a different EPC contractor in whole or In 
part. 

I requested and reccivcd a proposal froin URS as to the scope and cost for ail 
independent estimate for the EPU ~mject.  At llils senie time the EPU senior tenni 
reviewed the capability of  a nuinber of Indc~iondent organizations that oouki provide a 
“bottom up” cost eslimatc‘and risk alialysis for major projecls. The purpose was to brlng 
a irciige to the project estimate, quantify the risk, and validate and 01’ levcraga the Bechtel 
input into the total project estimate. 111 parallel with the aforenientloned activities, the 
EPU nianagcn~ent teain was working witb Beclitel to cliniinate ally mdut~dency and 
identify opportunities to stieamline the project to reduce the Beclitel estltnate. Ultiniately, 
tile oplion of CIIRllgillg vcndo~s was eliiiiinated due to a nunher of factors (c.g., 
deinobilimtlon and start-up costs, scliedule impacts, organizational distractions). 

Given this f8ctuaI backdrop, wlien reading tlie CER report it should bo considered 
that (hiring Scple~i~bex and October 2009, there was aotivitg ongoing to rcview, challenge, 
and consider altert~atives to Beclitel’s project cost forecast, and to develop alternatives to 
Bechtel as the EPC coiitractor. 

ICDR 8.3 Supplemental 
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Florida Power & Llght Company 

OPC's Thlrd Request for Production of Doouments 
Jnterrogatory No. 35 
Page 1 of 1 

Docket NO. 100009-El 

Q. 
If not previously provided, provide a copy of all tniclear cost recovety related internal and 
external audits and reviews, including all work papers, compIeted in 2009 and 2010 during this 
proceeding. 

A, 
Nuclear cost recoveiy related internal and external audits and reviews completed in 2009 and 
2010 we as follows: 

e 

e 

e 

e 

Internal Ad i t s  of 2008 costs completed in 2009 - See FPL's response to OPC's Production of 
Documents Request No. 8 
Ititernal Audits of 2009 costs completed in 2010 - The clocuments provided in response to 
this request are confidential and will be made available for inspection at FPL' s Tallahassee 
Office ai 215 Soulh Monroe Streei, Suite 810, Tallahassee, Florida, during regular business 
hours, 8 a.m. io 5 p.m., Monday through Friday, upon reasonable itotice to FPL's counsel. 
Florida Public Service Commission staff audits - See FPL's responses to OPC's Production of 
Documents Request No. 42 and No. 45, 
Concentric 2008 and 2009 reviews - See FPL's response to OPC's 2nd Production of 
Documents Request No. 28, as well as FPL's responses to OPC's 3rd Production of 
Documents Request No. 40 and No. 41. Workpapers for Concentric's work in 2010 are 
attached. 
Concentric also conducted a separate investigation at the request of FPL. Concentric's repoit 
and work papers associated with this investigation are confidential and will be made 
available for inspection at FPL' s Tallahassee Office at 215 South Monroe Street, Suite 810, 
Tallahassee, Florida, during regular business hourss, 8 a.m. to 5 pm., Moilday through Friday, 
npon reasonable notice to FPL's counsel. Please note that Concentric has not provided FPL 
with any documents from its interviews into this matter which would allow individual 
employees to be identified. Concentric considers the identity of those it~dlvidaals to be 
confidentid and believes it is necessary to take appropriate steps lo protect the identity of 
those individuals. 



Cano, Jessica 

From: 
Sent: 
To: 
Cc: 
Sublect: 

Jamb Whltiock I]whitiook@enviroattorney.com] 
Wednesday, August 11,2010413 PM 
Gano, Jessica 
Qacobs6O@comoasLnet 
RE: Docket 100009-El 

Jesslca: 

Per our phone conversation this a.m., Mr. Leon Jacobs will come In the morning, around 9:OO am., to look a t  documents 
that FPL has provided in discovery. 

SACE appreciates the courtesy. 

Let me know i f  you have artyquestlons/concerns. 

Thanks, 

Jamie 

James S. Whltiock 
Gary A. Davis &Associates 
61 North Andrews Avenue 
PO Box 649 
Hot Springs, NC 28743 
P: (828) 622-0044 
F: (828) 622-7610 
wy.enviroattornev.com 

The information contained In thls electronic transmisslon Is privileged and confidential infoorrnatlon intended only for the use of the 
individual or entity named above. if the reader of this message is not the intended recipient, you are hereby notlfied that any 
dissemliiation, distribution or copying of this comniunlcatloii i s  strlctiy prohibited. i f  you have received this transmission in error, do 
not read it. Please immedlately notify the sender that you have received this communicalion in error and then destroy the 
documents. 

. . . . .. . . . .. .. .. . . . 
From: Cano, Jessica [mailto:3essica.Cano@fpi.coml 
Sent: Wednesday, August 11, 2010 1O:Ol AM 
To: lamie Whltiock 
Subject: RE: Docket 100009-EI 

Jamie, 

. . . . . . . . . 

Ptirsuant to the Florida Rules of Civil Procedure, ail parties must be served with responses to interrogatory requests 
from any party (Rule 1.340). That is wliy ai1 partles are copled on FPL's responses to interrogatories. 

1 



SPL 1ms1 
NCR-10 

However, the same Is not true for requests for production of documents. FPL is only required to provide responses to 
requests for PODS to the requesting party (Rule 1.350) and t o  the Commission Staff (per Order No. PSC-10-0115-PCO- 
El). If partywishes to review a document provided in response to another party‘s POD request (Le., If SACE wants to 
revlew a document FPL produced to OPC), that party must issue a request for production of that document. This 
process is consistently adhered to in all FPL matters before the Comnhion. 

The only documents SAC€ has issued discovery for are the following: 

1 ,  All documents ideafified/prodiicetl by PPL as responsive to StafPs 1st Request for Pioduction of Dooiiinents (Nos. 1-7) 
to FPL. 

2. All documents ideiitifiedlprodiiced by FPL AS responsive to Staff‘s 2nd Request for Production of Docuiiieiits (Nos. 8- 
1 I) to FPL. 

3. AI1 documents idel,tified/l)rotlliced by PPL as responsive to the Office of Public 
Counsel’s 1st Requesl for Produotioil of Docurnenls (Nos. 1-20) to FPL. 

4. All docuineitts idetitifictilpt’oduced by FPL as resporlsive lo 1110 Office of Public 
Counsel’s 2nd Requesl for Production of Documents (Nos. 2 1-32) to PPL. 

Accordingly, SACE will have access to these documents through the end of tomorrow, which is the discovery cut-off date 
pursuant to Order No. PSC-10-0115-PCO-El. These documents are available for you to review today or tomorrow, 
should you wish to do so. 

Sincerely, 

Jessica A. Cano 
Principal Attorney 

F lo r ida  Power & Light Company 
700 Universe Boulevard 
Juno Reach, FL 33408 
(561) 304-5226 

From: Jamie Whitlock [mailto:jwhitlock@enviroattorney.coml 
Sent: Tuesday, August 10,2010 6:16 PM 
To: Cano, Iesslca 
Cc: ijacobd0@comcast.net 
subject: Docket 100009-E1 

Jessica: 

SACE would like to review documents that FPL has produced in discovery in the above referenced docket. 

Please advise on times acceptable to FPLfor this to happen. Obviously, it needs to be the end of this week or flrst thing 
next week with the hearing so close. 

Thanks. 

Jamie 

2 
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James S. Whltlock 
Gary A. Ravls & Associates 
61 North Andrews Avenue 
PO 8ox 649 
Hpt Springs, NC 28743 
P (828) 622-0044 
F: (828) 622-7610 
www.enviroattoriiev.com 

The information contained in this electronic transmission is prlvlleged and confidential lnfornlatlon Intended'only for the use of the 
lndlviduai or entity named above. If the reader of thls message Is not the intended recipient, you are hereby notified that any 
dissemination, distribution or copying of this cornmunlcatlon is strlctiy prohibited. i f  you have recelvod this transmission In error, do 
not read It. Please Immediately notify the sender that you have received this cornmunlcatlon in error and then destroy the 
documents. 

& 7lilnkGrtenl ~ l ~ o ~ c d o n ~ l p r l ~ ~ r t l i l ~ ~ ~ ~ ~ l l  vnlerrnerersory 

No virus found In this incoming message. 
Checked by AVG - w . a v q . c o m  
Version: 9.0.861 / Virus Database: 271.1.1/3063 - Release Date: OW1 1/10 02:3400 
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Mnroh 15,2010 

John Reed 
CliiefExecutive Officer 
Concentric Eiierw Advisors 
293 Boston Post Rond West 
soitc 500 
Marlborough, MA 01752 

Re: liidepoiidcnt liivestlgation o f  Februaiy 19,2010 Ccrrespo~icicnce to Mr. Lewis Hny, WL 
Group Chnirniaii aiid CEO 

Dear Mr. Reed: 

The piirpose of this lottor Is to request that your coinpaiiy contliict nil iiidelioiidoiit fnctual 
invosfigntlon with respect lo tlic statements mid subject matter costsinctl In llic rofcroaced 
co~rcspondcnce, n copy of which Is ntkclied, with tile exception of inattors peitniiiiiig to the ciiip1oyee 
~ierforiiinnoe review oPthe nethor of the correspondelice. 

Tho engngeineiit should bo linndled subject to the term nnd condltlons of tlie consulling sorvices 
agrecnieiit nineiidinent that npplles to your company's work for FPL through December 31, 2010, nnd 
bllled to VPL separately from otlier work performed under tlint nnwidmcnt. 

Plense direct any requests for support or infamation reqoiiwl to snpport yorir work to nit, rind 
rwort tho resnits ofvoar investinntion to iiio. I would nppreciale it if yon would sign ~ i i t l  return R OOPY of 
this lettor to me scopeof work sebJect to  fho 
terms stnted Iiorcin. 

ACCEPIXDASOF . , 2010 

Coiiconlrlc Energy Advisors, hlc. 

(111 TPL Giaiip coinlimy 
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Fronll sllnmQu 
To: zeluuwd 
SubJoa: FM Per wr d l ~ u ~ s b n  
Dato: 
Attachmenu: 7 

Wednesday, March 10,2010 10:03:07 AI4 

l___l-".*l.---- "71..--11.-- 

Samuel G. Eatoil 
Project Mflnnger 
Concentric Enctw r\dvisorr 

bIndborougli, MA 01752 
Mreck (508)263-6233 
Mobile: (617)970-2383 .. . Dinail: r*,colll . ,qo. 

... . . 
From: Cofien, Tiffany Cordes [n~~ifto:TIFFANY.COHEN@fpl.coml 
Sent: Wednesday, March 10,2010 957 AM 
To: Sam Eatoll 
sublea: Per our discussloll 

FPL 152957 
NCR-IO 
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Florida Power & Ught Company 
Docket No. 100009-El 
Staffs Fourth Request for Productlon of Documents 
Request No. 28 
Page I of 1 

Q. 
Please provide copies of all drafts of the Martill Illvestigation Report that were prepared or 
edited by any FPL sponsored witness in  the Nuclear Cost Recovery dockets as described in 
FPL's response Lo interrogatory 29. 

A. 
FPL liss 110 such drafts. 

FPL 153787 
NCIt-10 
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I. Introduction 

On Pebiuaty 19, 2010 A l l .  Lewis Hay, tlie Chairman and Chief Executive Officu of FPL Group, 
I Inc (“FTL Group”) received a lettcr from Lettu”), an 
? em lo ec witliin the-o Florida Power & Light Company PPL’’).’ “lie 
’3 d L e t t e r  included concerns about the “-!nd Extendcd 

Power Uprate in 2009” and allegations related to tlie reporting of this pcrforinancc to FPL’s 
erccutive inanagenicnt and the Florida Public Seivice Cointnission (“FL PSC”) 

Concentric Energy Advisors, Inc (Toncentric”) was provided an electronic copy of this letter by 
Fl’L’s 1.egal and Kegulatov Affairs departnicnts on March 10, 20102. 11 copy of tlic letter is 
attached as Erliibit 1. Following initial discussions between Concentric and FPL, Concentric \vas 
retaincd by WL’s Lcgal department on March 15, 2010 to conduct an independent investigation of 
tlic claims and matters sct forth in t l i e m L e t t e r ’ .  A copy of Concentric’s engagemncnt letter is 
included as Exhibit 2. Pursuant to Concentric’s engagemait by FPL, Concetttric is reporting directly 4 to ~ L ’ s  Legal dcpnranent, and specifically to 

6 U All data requests wtil‘c sent directly to -or Ius 
Concentric’s finclings and recommendations in tlus matter ace being provided diectly to 

V Concentric’s investigation of the allegations mised in tIic=Lettcr explicitly excluded niatters 
9 related to tlie performance rcview of -and all other human resource rclated niatters, 

including the performance of spccific individuals within FTI.. Concentric understands that these 
matters arc being and will continue to be handled internally by FPL’s I-Iunian Kesources department. 

I O  It should be noted that, following our intendew with -on March 17, 2010,- 
notified Concentric and Fl’L via elnail on I\.Iarch 19, 2010 of potential retaliation b y  liis supervisor‘. 

/ /  Specifically,- noted “that I ani the next target for elimination from [natnc withheld for 
coiifidentiality]’~ organization. He told nic in private that lie docs not intend [sic] being fued as his 
prcdecessors for poor performance and he will not let a fcw ‘stupid’ people affect liis management 
effectiveness.” A copy of this email is attached as Exhibit 3. Conccntric reported this eniad to 
1’PL’s Lcgal departnient. It is Concentric’s understanding this matter is being addressed by the F1’L 
Human Resources department. 

’flie remainder of our report is organized into eight sections. Section I1 presents a sunima~y of 
Concenuic’s work plan that mas used to pcrform this investigation. Section 111 includcs a summary 

/t response to t h e m  Irttcr, including reference to an interhneated copy of tlie =Letter. 
(’1 Section Ill presents a chronology of key events related to the-etter occurring behveell 

Jznuaiy 2008 and AfarcIi 2010. Scction 71 reviews Conccntric’s findings relatcd to WL’s decision to 
proceed with tlic Extended Power Uprate Projects at  tlie Company’s Saint Lucie (TSL”) and 

Concentric’s receipt of the letter on bIarcli IO, 2010. 
Engqpnent Letter from - to John Reed, Kc: Independent Invcsti~ation of February 19, 2010 
eorrerpondcncc io hlr. Lewis Ha); FPL Gmup Chairman 2nd CEO, blnrch IS, 2010. 
E m d  from-dated March 19, 2010, to James Poppell, John lbxd, Sam Eaton, IC: Far p u r  consideration. 

/(, 1 

lq 
Pagc 1 of 23 
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Turkey Point (‘TTN”) Nuclcar Power plants (“EPU projects”). As discussed furtlm in this section, 
Concentric has focused its attention in this matter on tlic nuclear units in Florida due to the state 
regulatoiy structure. Scction VI reviews the iinplications of the =Letter and Concentric’s 
investigation on the Nuclear Cost Recovq  Clause YNCRC’’) dockets in 2009 PC 2010’. A review 
of Conccntric’s findings rclated to the flow of infortnation from FPL to tlic FL PSC and its staff 
rFL PSC Staff’) can bc found in Section VII. Similarly, a review of thc flow of information within 
FPL can be found in Section VIII. Finally, a review of Conccntric’s findings and specific 
recoininendations can bc found in Scction TX. 

11. Concentric Overview and Workplan 

Concentric is a third-party, management and economic consulting firm based in IvIarlborough, MA. 
Concentric has previously been retained by FPL to provide regulatoq support 011 a variety of 
matters including testimony before the 1TL PSC. A list of Concentric’s prior work for FPL is 
provided in Exhibit 4. Concenwic’s work plan for this invcsdgation is provided below. 

A. 

J Concenuic’s scopc of work regarding the investigation of allegations contained in the-letter 
included a fachis1 review of the events between August 2007 and December 31, 2009. Concentric 
then sought to deteunine how this set of cvcnts supported or contlndicted tlie allegations contained 3 in the=letteu and impacted the flow of information within 1TL and to the FL PSC. I’lnally we 
have provided our reconunendations for improvcments that will help ptcvent futurc, similar 
occurrcnces. 

B. Sources of infoimatiQn 

Concentric’s investigation into this matter relied upon nvo patliwys for infomation. First, 
Concentric subniittcd a number of requests for documentation to FPI. in order to deepen our 9 knowledge of the allegntions set forth in tlm-Letter and to independently confwni details 
providcd to us ia the inten4ews described below. A log of Concentric’s docuinent requcsts can bc 
found in Exhibit 5. 

Concentric also rcquested and conductcd 13 separnte inteivicws. Eight of Concentric’s interviews 
were conducted in pcrson at tlic offices of ITL OK a t  an off-site location, depending on the location 
of the intciviewee. All of 
Concentric’s intciviews occurred bchveen die weeks of March 15“‘ end A p d  12“. Concentric 
elected specific individuals to be interviewed based upon the allegations contained in the - 5 Letter, our prior interviews, and Conccntric’s understanding of the EPU projects orgmization. 

“lie rcmaining five intewicws were conducted via telephone. 

Concentric considers tlie iianies of the individuals we intcwiewved to be confidential. 

Prior to beginning each intelview, Concentric rcviewed the ITL  Code of Business Conduct and 
Ethics (the “Code”) with each intei-&vee. This review included a specific discussion of each 
employee’s “responsibility to rcport ~ n y  actual or suspccted violation of a law OK regulation, any 

5 FL I W  Dockets 080009-E1 & 09000%E1, In Re: Nuckar Cast Re~ir’cr). Clause. 

Page 2 of 23 
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actual or suspected fraud, and any other violation or suspected violatiou of this Codc.”‘ Similarly, 
Concentric reiterated the Company’s non-retaliation commitment outlined in the Code’. At the 
conclusion of each intciview, the inteivinvees were given a n  opportunity to review any additional 
concerns they may have had. 

The information Concenwic rclicd upon in tlus investigation was supplemented by Concentric’s 
existing knowledge of the EPU projects organhation. 

C. Itidependcncc 

I ’Ilirougliout Concentric’s investigation into tlie allegations contained within the = Lettcr, 
Concentric maintained our independence from FPJls Legal and Regulatory Affairs departments. 

2 Oiir appmach to investigating t h r  Letter and the allegations contained therein is our o\vii, 
and not the result of specific directions from FPL, its employees or contmctors. To this cnd, FPJ.. 
clid not place any constmints on Conccntric’s access to current and former employees. Lastly, 
Conccntric \vas not materially constrained by budget 01 schedule expectations on the p a t  of FPL. 

Concentric’s findings in this matter are bascd upon our KCV~C\V of original sources. Concentric did 
not rcly solely upon statements b r FPL enililoyecs or contmetors. Instead, Concenttic rcviewed and 

Sverified assertions made in t h e b L e t t e r  and Concentric’s intemicws with contempoimeous 
documents produced by the EPU pivjcct team wlienevcr possible. The documents relied upon as 
part of tlus investig.?tion are prescnted in Exhibit 6. 

u. 1- 

y Concentric’s review of the allegations laiscd in the m e t t e r  and our intcn~iews, identified five 
key questions which needed to be answcrcd by our review. These key qucstions are intended to 
determine whether any imprudcnt costs were passed onto FPL’s customers or if Pl’L intentionally 
withheld information from the FL I’SC. 

Forcmost amongst Concentric’s key questions is whether FPL lias made the correct decision to 
proceed with the EPU projects in light of the best information available a t  the time decision was 
made. This question is a tlwAiold issue for assuring pivdent conduct on the part of FI’L. 
Secondly, Concenttic noted il nccd to determine if “9 costs werc incutred that should not be passed 
on to FPL’s customers on the grounds of hiprudent dccision-making. ’Ihird, we examined whether 
the information provided to the FT 1JSC and the intcrr~ciiers in eacli of the NCRC dockcts was 
accuratc, consistent, timely and reliable. If not, Concentric souglit to determine what nllowed this to 
occur and wliy. Siinilarly, Concentric sought to dcterimine if the information flowing from the EPU 
projects to FPL’s executive managcment was acciiratc, timely, consistent and reliable, and if not, 
what allowvcd this to occuc and wliy. l h l l y ,  Concentric souglit to dctcrinine wvliich polices, 
processes, and procedures nccd to be addressed as a result of thcse fuidings. 

Florida Power & Light Company, Codc of Uusiiiers Cotiducr and Etllics, most recently revised October 16, 2009, 

Ibid. 
p. 2. 

Page 3 of 23 
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1 111. Summary Level Response to =Letter 

its suinmaiy-lev 2 Exhibit 7 ixesents a COPY of the = Letter to which Concentxic has a I 
observations that resulted from our invcstigation of the allegations contained therein. In addition, 
each observation contains a citation to this report in order to provide a "roadmap" to a reviewer of 

3 the =Letter and Concentric's report. 

~~ I, 

\-I A s  can be seen in Exhibit 7, a number of the allegations raised in the =Letter werc shown to 
s' be accurate. Specifically, Concentric has noted documentation which confirms - 

statements related to the timing of the initial scoping studies by Sliaw and tkc rcpeated changes in 
the oveinll project scope. However, Concenwic believes the shifting scope of the EPU projects to 
have been tlic predictable result of the evolving design wluch is inherent in any complex project. 

Along these same lines, Conccntric has reviewed certain reports relied upon by -to 
support his assertion that as of Nownber  2009, tlic UPU projects wcre continuing to measure their 
cost performance relative to the original 2007 cost estimates. These reports, the November PTN 

Concenwic did note, howevet, that the November Executive Stecnng 
'7 Tom1 Project Cash 1 ~ 1 0 ~  Report' and the PSL Antnial Project Cash Flow Report', confirmed 
r m  assertion. 

Coininittee rESC") presentntioii provided tlic updated cost forecast"'. 

Also notnvottliy are Concentric's Gndinns related to the evolution of cost estimates ot forecasts for 
the P'I'N R: PSL EPU ra'ccts. As shown oii P . 3 of Exhibit 7, Conccnuic has found cvidence 

vcrc ileited IO the potential "1 which i n i h t e s  th *-and thc f 
for cost ovcr-runs at PSL as early as April 2008." A sinular opportunity was notcd in Deceinbcr, 
2008 when t h e  individuals were prcscnted with a prehunaiy reviscd forecast for E L .  This 
followed the award of an enginccring, procurement and constniction ("EI"') contract for the EPU 
projects to Bechtel Corporation ("Bechtel"). At this time, the PSL Project 'l'carn was told to 
continue refining their forecast until Febmaiy 2009 when it was reviewcd again by the EPU senior 
management. As noted in Section IV, die preliniinaiy forecast in lkbniary 2009 was within 
approdniately $1 1 million, or 2%': of die forecast ultitnatcly providcd to FPJ,'s management in July 
2009". 

L 0 Overall, Concentiic bas found 
f ( Concentric's itittlview w i d ~  

to be credible. Tlic basis of this finding indudcs 
chosc to send this lctter on a non- 

anoiiymous basis, and the supporting docunicntation pro uce or cited by - Moreover, 
t i e  fact that -- - 

L ' L  Concentric believes- is a capable project controls cmployee &tb a strong background 
I 3  within his function. f employment histoty includes thc previous positions noted in thc 
ty-Letter" and many years o prior projcct conttols cmploginent as a continctor at WL's PTN 

we, as well as other nuclear facilities in the US. It is important to note that FPL had enough 
15-confidcnce in- to give hiin responsibility for inultiplc major projects and il staff of 

Total Prajcct Cash flow, PTN EPU l'rojcct 2009, Novcmbcr 2009. 
Annual Cedi Flow, PSL EPU Project, October 2009. 

'0 Extended Power Upmtes, Executive Steefhg Committee, St. Lucic atid Turkey I'oiif hbvcmhec 13, 2lW9, p. 5. 
CR 2008- 11443, April 3,2008. 
Summnrp Cadi Flow EPU Total 090217 Rcvicwd.xlr, 'TSL EI'U I'mject Total," Fcbmnv 17,2009. 
Extended Power Upmtes, Project Updnte, Snht Lmie,July 25,2009,p. 8. 

JLp =Letter,p.2. 
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\ approximately 100 people”. \Vldc it may be fair to say that- not always aware of 
evcry aspect of the EPU projects, it would not be fair to charactaize -s under- or poorly 
qualified for Ids position. 

IV. Chronology of Events 

A chronology of tlie EPU projects is presented in Eshibit 8. A suminaiy of tlic chronology, 
including tlie major cvcnts relevant to Concentric’s review are highlighted below. Tliis chronology 
was used to more fully understand the ongoing dyiiamnics of the EPU Projects and the precisc timing 
of certain EPU project activities. Tlus chronology should not be viewed as a compreliensive histoiy 
of the EPU projects. 

A. Chroaoloe\. 

Thc EPU pivjects began in 2007, at wvlucli time FPL undertook an Llitinl scoping study to detwnine 
a rough order of magnitude (“ROAP’) cost estimntc based upon B ~~rcliminaiy assessment of the 
components which would require rcplacement to opemte PSL and PTN at tlic uprated conditions“. 
Conccntric understands, as originally proposed, the EPU projects were expected to commence 
operations post-2012, but wcre advanced following the FL PSC’s rejection of the Glades Power 
Park Determination of Need in 200717. FPL filed for a Determination of Need for the EPU 
projects on September 11,2007.“ 

In the winter of 2007 and 2008, FTL rctained Shaw to review FPL‘s initial scoping study and to 
confum or reject the results of this analysis. Concentric understands from out inteivicws that these 
studies generally did confinli the FPL scoping analysis, but some discrepancies related to tlic 
replacement or refurbishment of certain components csisted for Turkey Point. n i e  initial cost 
estimate included a contingency allocation of approsimately 45%’’. 

In April 2008, soon after the completion of the SIinw scoping studies, the EI’U project team 
assigned to PSI. (the “PSL Project Team”) identified the potential to exceed the original FPL B: 
Shaw scoping estimates. At this time, the PSL Project Teain initiated Condition Report 2008-11443 
(the “CR”) which stated tlie “EPU Project Feasibility Study may not have captured the hull spectrum 
of modifications necessaty,” for the upratem. In reqwnse to this CR, tlie EPU project team 
developed a Wigli Risk Mitigation Plan” wliich was attached to tlie CR2’. ’Ihe High Risk Mitigation 
Plan includcd corrective actions wlucli were reauircd to be comoleted bv the EPU vroiect tcam 

. I  

3 including preparation and submission of a revised cost estimate to the among 
and the 

ut not t l i c l ~  Coiicentcic w a s  unablc to independently deterinhe 
if this High Risk Acfitigation Plan w.?s ever completed. Concentiic also rcqucsted a copy of tlic 

qothcr items. nie High Risk AIiti ation Plan was executed by tli 

f-b 

‘ 5  ]bid, 
‘6 Florida l’ower & Light Compnly’s Petition to Deterrniric Need far Expinsion of Electricnl Power Plans and for 

Escniption fmm Rulc 25-22.082, F.A.C., Dockct No. 070602-El. September 17,2007. 
‘7 Florida Public Service Commission, Order No. PSC-08-002 I-FOF-33, January 1,2008. 
‘8 Florida Pawcr & Jight Compny’s Petition to Determine Nccd for Espanriun of Elccaical Power Plans and for 

Eseiiiprion Goum Kulc 25-22.082, F.A.C., Docket No. 070602.E1, September 17,2007. 
‘9 bid. 
20 CK 2008-1 1443, “Detailed Description,’’ April 3, 2008, p. 1. 

Ibid., 1’. 8. 
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reviscd cost estimate described in the High Risk Mitigation Plan, but was told that tlus document 
could not be located, nor could its cxistence be confumed.” 

On  November 7,2008 the EPU projects’ EPC vendor submitted a revised forecast of $262MM for 
the PTN EPU”. This comparcs to a scoping analysis assumption of $225hm1’. 

In December 2008, the PSL Project Team tcam again identitied the potential to csceed the original 
forccast followving tlie cscctition of the EPC agreemcnt with Bechtel. A prelinknv, rcvised forecast 
for PSI, was prepared and provided to the EPU projcct management at that time. ’Ihc EPU project 
management, however, requested that tlie PSL Project Controls group further refine and develop 
the revised forccast. 

CR-2008-37753 \vas written by thc 1’s Project Team in Decenibcr 2008 and noted the EPU projcct 
is a major changc for PSI. and should have a change nianngemcnt plan in place. In addition, CR- 
2008-37753 goes on to state that CR-2008-11443 was closed with several fiiturc actions contained 
within a risk nlitigation plan and tracked separately within the EPU Risk Mitigation l’rogmm. CR- 
2008-37753 concludes that there w a s  a “missed opporniniy” to scrccn CR-2008-11443 as a change 
tnanagement pan.” 

A second meeting to review the reviscd 1’SL forecast occurred in Fcbnary 2009. This meeting mas 
attended by the DPU project managemetit team and reportedly included - who was 

as of Januaiy 2009, and the PSL Project Team. At 
this time the DPU Senior Managetncnt was presented with a forecast of approsirnately $785 bfM for 
PSL. an increase of approsiniately $129 million over the tlien currcnt budget2‘. This was 

I 
3 appointed the 

_ -  - 
approximately $11 million or 2% below what was uldniatcl presented to the ESC in July 2009”. It 

land t h c d r e s p o n d c d  
with a number of questions relnted to the basis for tlie revised forecast an rcqueste additional 

3 was reported to Concentric that th 

refincmcnt of the estimate. 

A similar exercise was undertaken for P1T.I in A1arch 2009, and PTN bcgan to report its 
performance relative to this rcvised forecast. However, tlic 1”IW Project Team was requcstcd by tlie 

L(l-to revise the initial reports, to measure cost perforniancc relative to 
the original project baseline because the revised cstimate stil l  had to be “validatcd,” and because and 
I‘ cxtcnsive effort [vvas] about to begin to evaluatc [PTN’s] estimated cost to complete for [sic] the 

s PTN EIJU project.”” Concentric was told that the-was not satisfied with these 
instructions, but chose to comply with thc instlvctions from his superiors itonetheless. 

In April 2009, the EPU projcct inanagement began a dctdcd cost review of tlie unrcgulatcd Point 
Beach EPU projcct. This review included the sequestration of thc El’U project management tcani 

& at  Point Beach for a period of hvo to tlircc weeks in April. Upon their return, tlie - 
22 ‘l’he J w c  8, 2008 Ri& Kcgister includes 311 item wllicli is allnilar to the High Riqk Alitigrtioii Plan, but the documents 

required tu close ont this High RirkN.itigatian Plan coiild nut be Iocnted. 
Ertriidcd Priwri Upmtes, Prajcct Update, Ttwkey Point, July 25,2009,pp. 25-26 

2a Ibid. 
23 CR 200837753, “r\dditional Infortnation,” Drccmbcr 10,2008, p. I .  
26 summary Cash Flow EPU ’I‘otnl 090217 Revieu*rd.sls. “PSL m l w  Project Total,” Fel,nmry 17. 2009. 
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I m r e s i g i e d  from his position, and it is re oited that a similar detailed cost review was begun 
d for tlie PSL and PTN EPU projects. T h e p w a s  replaced on May 1,2009. 

3 
Y 

O n  May 1,2009 the-ubmitted i e  tiled, diiect testimonyin Docket 090009-E1 
before the FI. PSC”. In this testimony, tlie p stated T h e  EPU projects are 
pingtessing on sdicdule and within budget.” AdditioiiaUy, this pre-filed direct testimony stated 
‘Tliere are no changes at this time to the total non-binding cost estiinate provided in May 2008 in 
Docket 080009-EL”” A t  tlic mine trnie, FPL submitted ilic prc-filed, tliect resiimonies of 

S 
b , 1-1 nnd 1 1 ~ .  John J. llccd, Chairman and CEO of ConccnVic ” 

At the end of May 2009, the EPU project management team reported to the ESC that the Hechtcl 
EPC estirnates l i d  increased to a level in csccss of Bechtel’s indicative bidj2. Ilus increase was 
reported to be the result of Iuglier than expected projcctions of field non-manual and inanuril labor 
houis”. Sitnilarly, the current El’U estimates were reported to include redundant project 
management and owrsiglit costs which tlie El’U project management team bchevcd could to be 
eliminated to iediicc the EPC vendor’s forccastY. Finally, it was reported that thc EPU scope had 
grown to be larger than tlie indicative bid presented in Novenibcr 2008. n i e  EPU project 
management tcam noted that the current estimates were based on prelitiiuaiy design information, 
and that the project \vas in tlie process of refiling new “level 1” estitnates”. A target coinpledon 
date ofJune 30,2009 for the ticw “level 1” estimates w a s  prescntecl to the ESC at this meeting”. 

Following the May 2009 ESC presentation, tlie ElW project management team undertook a n  EPU 
Modificatioti Scope Review for both PTN and PSI.”. Tlie results of these reviews wete reported on 
lune 16, 2009 and recommended tlie elinination of a substantial number of iiiodifications as not 
~ t ~ e c e s s a ~  to operate in an  uprated condition.’* 

The subsequent ESC meeting was held on June 23, 200g3’. In this presentation, the EPU senior 
management team noted that the EPU projects were completing “level 2” cstitnates and reiterated 
the concerns related to the EPC estimates since Bechtel’s indicative bid in November 2008“. This 
preseritation \VIIS relatively short and predpiMted the inore detailed cost review in July 2009. 

During the intmwiing period behvccn the June and July 2009 ESC prescntations, die EPU project 
team expended considerable effort to produce a detailed, “line-by-line” cost review for both the PSL 
and PTN project. Concurrently, a decision to replace the EPU senior tnatiagemcnt teain was made. 
11s a result FPL‘s executivc team recruited tliree new cmnployces for the EPU project team including 

7 Direct Testimony of-, Docket No. 090009-DI, Ma). I, 2009. 

Florida Power & Light Cornpony’s Petitiuii for Approval of Nudmtr Porver Plnnr Cost Hecovrr). .9omont fiz the 
Pciord January - Decemhet 2010, hlay 1.2009. 
Estcndcd I’owr Upmtrr, Exccotive Steering Committee Update, Saint Lucie N Turkey Print, Nay 2009 p.3. 
Ibid., p. 14, 

’4 lhid. 
35 Ibid., p. 15. 
’‘ Ihid., p. 18. 
37 S’I’N EPU Scope Re+.ic\v dated June 2009, PSL EPU hlodifrcntion Scope Review datcd June 16,2009. 

PTN EPU Scope R w i w  dated J u w  2009, PSL EI’U blodificntion Scopr Re\iew datcd Junc 16,2009. 
llrtcrided Powcr Upmtrs, Executive Steering Cornmittec Necting, Saint 1.ucie N Torkey P&u, Junc 23, 2009. 

’O Ibid at pp. 2-3. 
’I 

40 Ibid., p. 12. 
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\ a nev- an-and tlie - 
These individuals were selected and recruited from within FPL between the end ofJune 2009 and 
July 25,2009. 

At the July 25,2009 ESC presentation, tlic ncw EPU senior management team \vas introduced and 
the ESC w~ls briefed in detail on tlie revised cost forecast. At this time, the forecast fos PTN was 
revised upward by approxiniately $161 million from $749 million to $910 million“. Similarly, tlie 
PSL forecast was reviscd upward by approximately $140 ndlion from $656 inillion to $796 inillion‘*. 
The slides which presented this infosniation to the ESC noted that  the %itcent budgcc” was being 
increased to thc “current forecast””. Sunultaneously, tlie ESC was advised dint tlic current 2009 
NCRC feasibility analysis included the original cost forccast, and revised feasibility scenarios were 
presented based upon tlie cwrcnt forecast as ofJuly 25, 2009u. Ihese revised feasibility scenarios 
did confuni tlic continued cost effectivcncss of the EPU projects. 

No ESC meeting was held in August. Nonetheless, both EPU projects did produce a cash flow 
report. In tlie case of PTN, tlie Total Project Cash Flow report w a s  not updated to reflect the 
revised forecast that had been presented to executive management on J d y  25, 2009”. In contrast, 
tlie PSL Annual Project Cash I’low report w a s  reviewed, the budget performance indicator was 
dinngcd to Red, and the total project cost summary presented 011 this rcport continued to be shown 
as “under review”“. 

2 On Septeinber 8, 2009 the NCRC hcarings in Tallahassee began. During dicsc hearings the 
3 took tlie stand and indicated tlint should he be asked the same qucstiozis 

contnined within his pre-filed, direct testimony his answers would reinah the same”, 

The following day, September: 9, 2009, the ESC was presented with a newly revised forccast that 
further incimsed the cost the ElW projects by approximately $104 hLh.1 total for both sites‘*. This 
presentation stated that approximately 30% of the total project costs have “high ccrtainty””. 

A t  the October 22, 2009 ESC mecting, the ESC \VRS advised that thc cwtent forecast for the project 
WRS unchanged, but the contingency liad decrcascd by approximately $12 inillionso. In addition, the 
AFUDC estimatc was decreased by approxiiiiatcly $150 inillion to 5200 millions’. A footnorc in the 
presentation indicates the AFUDC was reduced to reflect FPL’s pro-rata share of PSL Unit 2”. 
Concentric notes that tlie remaining values shown in this presentation are depicted as the full cost of 
tlie EPU projects rcgardless of ownership. 

4 1  Extended Pwvcr Upmter, Pcojcct Updntc, Turkey P&t, July 25,2009,p. 5. 
42 Extended Power Upmter, Project Updnte, Ssiiit Lucie, ]I$ 25,2009, p. 8 

Ibld., p. 1 t mdExtcndcd I’o\ver Upmtes, Pnrjrct Update, ‘lidq Point, July 25, 2009, p. 8. 
Ibid. p 50. 
Tutnl Proicct Cash I;low. PTN EPU I’roicct 2009. ,\ueurt 2009. 

4’’ Ibid., p. 9. 
so Extended Powr Upmtcs, Executive Steering Commitlee, SI. 1.ucie and Turkey I’uint, Octobrr 22, 2009. 
5’ Ibid., p. 6. 
$2 Ibid.. pp. 6, 18. 
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Also in October, I'SL produced hvo Annual Project Cash Flow Reports with different budget 
performance indicators and differcnt total project cost summaries. The first of these reports is 
datcd October 1,2009". This report includes a red performance iildicator and the total project cost 
sumniaiy is listcd as "under review". The second report is dated October 2009. The budget 
perforniancc indicator in this report is listed as yellow and the total project cost summary is changed 
to $651 millionS4. N o  one \vkh whom Conccnvic spoke could explain the difference or the reason 
for the hvo reports. 

Concentric has developed the following conclusions which are relevant to the five key questions 
noted in Section II: 

'111~ original FPL and Shaw scoping snidies provided the basis for FPL's decision to proceed 
with the EI'U projccts in 2007. 
'Ilic EPU senior project management was alerted to tlic potcntial for costs to exceed as early as 
April 2008 through C1<-2008- 11443. 
The EPU senior projcct nianagetnent reviewed a preliniinaly, revised cost cstimatc for I'SL as 
early as December 2008 and a more refined version of this analysis in February 2009. 
The EPU senior management prepared the July 25, 2009 ESC presentations wit11 dic intent of 
providing a detailed, line-by-line review of the changes to the cost estimate. 
As of July 25, 2009, FPL bclicvcd the EI'U projects continued to be economic based on the 
rcvised cost estiinates and proiected incremental output. 

was aware of and assisted in thc presentation of a revised cost estimate 
of September 8, 2010, the date on which lic prcsented l is  &ect - 

testimony in a heating bcfore the Florida Public Service Comnussion. 

V. FPL's Decision to Proceed with the EPUs 

In determining whether EPU project costs were pi~icla~dy iucurred, the FL PSC is concerned with 
hvo items, First is whether the decision to proceed w i t h  the projcct was prudent based on the 
expected economic and other benefits to FPL's customers. 'Iliat qucstion is described below. 
Sccond, the FL PSC will be concerned with vvhcthcr tlie EPU project's costs were prudently 
incurred. That is to say, are tlie costs for which WL sought and is seeking recoverp in dockets 
090009-E1 and 10000%E15' the result of prudent decisions by FIX'S managcmcnt? This question is 
addrcssed in Section VI. 

The initial dccision to proceed with the EPU projects was madc in August 2007 on the basis of 
FPL's prelinlinaiy scoping analysis which predicted, at a high level, which plant coniponcnts would 
require replacement or ~nodification to support the increased output of the pla~its.~' As was 

53 Annual Cash Flow, l?SLEPIJ Project, October 1, 2009. 
54 Annual Cash Flow, PSL EI'U Project, October 2009. 
j j  FL PSC Docket 100009-EI, FPL Notice of Intent to Retain l'arty Snnis, Jamiarp 6 ,  2010 
54 Shnw S t o w  a \Vebebster, Inc., Uv Point Niiclrar Plant. RaIznce of Pl;mt -, 

F e b m a ~  2008 md Shaw Stme \Vebster, lnc., Rdala"CC 

Fcbrusrg 2008. 
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necessarily the case, this work was completed abswit any detailed design work. The hiforination 
presented in this study was used as one coniponent of a feasibility analysis which compared thc 
operating cost of FPIls portfolio of generating resources with and without the EPU projects57. This 
analysis relicd upon the projected level of incremental output, the commercial operations dates of 
the EPU projects and the duration of thc outages, hi addition to the estimated cost to complete the 
EPU piojects. To the extcnt the resource portfolio that itiduded thc 1?PU projects was projected to 
be cheaper to opemtc than the generating portfolio absent the EPU projects, it \ a s  deemed thc 
W U  projects were in the best interest of FPL and its customers. Thus the question becomes would 
“perfect” rcporting of the revised cost estimates have materially affected the feasibility analysis and 
influenced FPL’s cxecutive management’s decision to procccd with the EPU projects in 2008 or 
again in 20091 

It is Concenttic’s conclusion that, at-best, a~vaccncss of a rcvised forecast could have been improved 
by five months. Couceiitric believes the five month timckmie is approptinte given thc lkbmay  
2009 meeting behveen the EPU senior management and the PSL project team. As noted above, this 
incctiug followed an initial review of the PSL cost estimate i n  Decenibcr 2008 and presented a 
revised cnst estimate that was within $11 million or approxiinatcly 2 percent of the PSL cost 
estimate that was provided to I’L’Vs executive management on July 25,2009”. 

It would not be appinpriate to assume FPIls executivc nianagcinent should have become aware of 
the revised cost estimate in Dcccinber 2008. The estimate that was prepared at this time was 
reported to be preliminary in nature and wnrmtitcd additional review by the EPU project team to 
&?her align it to thc 131’U senior management’s objectives for thc EPU projects. Nonetheless, the 
EPU senior management could have taken this opportunity to noti6 WL’s executive management 
of the potential to revise the forecast in 2009. Vittuallp all of tlie intcwicwees agreed with tliis 
conclusion. 

Following a conclusion as to how much awareness of the revised cost cstiinatc could have 
improved, Concenbic evaluated whether this would have affected FPUs decision to profeed with 
the EPU projects. In this rcgard, it is important to note that contemporaneous with the revision to 
the cost cstiniate, Fl’L also learned that a higher level of incremental output may bc produced by the 
EPU projects. ’lllis additional output was the result of niorc detailed engineering which bad bccn 
completed since the original scoping studies in 2007”. 

As noted above, 1‘1’L’s decision to proceed with thc 13PU projects was based on a n  economic 
feasibility analysis which rclicd upon the espected increniental outpiit of the facilities as well as the 
expected cost, among othcr itcins. Due to the increase in the projcctcd output of the EPU projects, 
the econonlic feasibility analysis \vas not substantially affcctcd by the revised cost estirnatc. Indeed 
the July 25, 2009 DSC presentation for PSI2 indicatcs the EPU projects contiuued to be ccononlic, 
although approximately 14-59% Icss so, at tlie higher cost estimate presentcd during that meeting.a 
‘Ilius, advanced awareness of thc incrcased cost estimate would not havc altered FPL’s decision to 
proceed with the EPU projects. 

11 Florida Pomrr & Light Company’s Petitioii to Uelennine Need for Expansion of Electrical Power Plans ncid for 
Exemption from Rule 25-22.082, F A G . ,  Docket No. 070602.E1, Seprembcr 17,2007. 

58 Stanmar). Cnrh Flow EPU Total 090217 Revioved.xls, “PSL EPU Project Total:’ kbnmr). 17.2009. 
57 Extended Po\wr Upntcs, Project Update, Turkey Poult,]oly 25, 2009 mdEstended Power Upmtcs, Project Update, 

Saint Inicie, July 25,2009. 
Estcndcd Power Upmres, Pnijecr Update, Saint Lucie, July 25,2009, Pg. 50. 
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VI. 

Concentric’s rcview of t l i e m . e t t e r  h n s  illustrated the distinction behveen thc cost estimation 
process and the incurrence of specific costs. v i e  formcr is the projection of future costs without 
the actual expenditure of company or customer dollars. The later is more critical to the FL PSC‘s 
tcvicwv and involved the actual expendihire of company and customer dollars OK the commitmcnt to 
do so a t  a later date. 

nie-J,etter indicates-concerns xte specific to the cost estimation proccss within 
the EPU projects and more specifically tlie reporting of revised cost estimates to FPL’s executive 

3 tnanagemctit and the FL PSC. Tlic-Letter does not identify any costs wvlich are the result of 
q an impiudent action by FPL. Concentxic confumcd this understanding of the-Letter during 

The  Pass-Throngh of EPU Costs in the NCRC 

1 

2 

5- our intewieiew with- 

Similarly, Concentl-ic has not found itidications of costs that were the result of i t n ~ ~ i u d c ~ ~ t  decisions 
or actions on the part of IVL‘s management. This conclusion was reinforced by eveq inten.icwee 
with whoin Concentric spoke. Wlien asked wlietller they were aware of any costs that should not be 

Indeed, - acknowvledged during our 
intcn.iew that “the costs d l  be what they [are]” and liis COIICCX~S are related to what inform a ti on 
would be presented to the 1;L I’SC. As a resolt, Concentric belicvcs there are no costs which should 
be subject to disallowance by the FL PSC on tlie basis of imprudent decision-making. 

Conccntric has, however, found evidence that suggests concerns with tlie approval reporting of 
revisions of the cost estimate. These documcnh and the concerns are described within Sections VI1 
and VI11 below. 

6 passed along, the unanimous answer was “no”. 

VII. T h e  Flow of Information to the FPSC and Other NCRC Parties 

A. Scone of Inouii7: 

Tile chronology of events presented in Section IV of this report led Concentric to focus on the 2009 
NCKC proceedings“ in ordcr to assess whether tlie information presented by FPL in tliosc 
proceedings relating to the EPU cost csbnates, schedule, and cost-effcctivcncss \vas accurate and 
consistent with the standards expected for testimony beforc, and submissions made to, a regulatory 
agency. This includes ensuing tliat approved changes to tlic project estimate were clearly 
coimnuilicated to the FI. PSC ui a timely manner. 

“licrc were three sepalate scts of activities in the 2009 NCRC proceeduigs in which information 
about tlie status of the EI’U was presented: 1) pre-filing of testimony, both direct and rebuttal, 2) 
production of documents and answering of interrogatories in the discoT-eq processes, and 3) 
testimony a t  the hearings. In the 2009 NCKC proceeduigs, pre-filed testimony on these matters was 
submitted on May 1, 2009 (dixect) and August 10, 2009 (rebuttal); documents were providcd and 
interrogniltories were responded to from January, 2009 througli tbc hearing; the hearings on tlicsc 
issues were lield 011 September 8, 2009.” Sitice an important element of this investigation has been 

W S C  Docket No. 090009-E1 
62 FPSC Docket No. 090009-EI. Pre-fdcd tcstinioiiy was also Elcd on hlnrch 2, 2009. T h a t  testimony relates to 2008 

costs. Giveti Coticcn~tic’s conclusions LI Section VI, the testimony is tint addressed i: this section. 
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about the timeliness of internal and external infomiation flow,, we havc chosen to examine WL's 
actions in the three separate timcfixmcs discussed above. 

R. Pre -filed Tcsdmony 

P1'L presented four witnesses in thc 2009 NCRC proceedings on issues relating to the El'U: 

1 
2 

3 

FI'L" 
l'I'LW 

Mr. ]oh 1. lbxd, Chatrman and CEO of Concentric", and 
J, . (S  

The issues within the scope of this investigation, ;.e., the 310 ected cost to completion, schedule and 
cost-effcctivencss of the EPUS, were prescatcd in duect testimony"', and the 
exhibits sponsored by him, and that information was used in- cost-effectiveness analyses . 
A,k. Reed's testimony related to nuclear project controls, procedures, policics and practices, and the 
prudence of FPL's costs. He offcrcd no esljmate of the projected costs to colnpletion or opinions 
011 the cost cffcctiveness of the EPUs. -testimony related to the accounting for WL's 
incurred costs and the 2009-2010 projected She did not offcr any cstimate of the projected 
costs to completion or opinions 011 the cost effectiveness of the EFUs. Therefore, our rcvicw has 
focuscd on the testimony of - and, to a lesser extent- 

The pre-filcd Direct Testimol~y filed by -on Map 1, 2009 included the following 
statements: 

'-j 
5' B 

6 

'7 

'The EPU pigecfs mr pivgiussiig oit sh'iile mid tuifhiii hiidgef, /a defiwr the s ~ ~ 6 s f ~ ~ i ~ t i ~ l  beiiflfs 
ofndditiaiid iiiicltorgeiierzfiig rnpni@ to ciistoiiimJhii/ Fl'L's e.x-is/iir,g Sf.  hirie (PSI>) mifs I 
eY 2 mid Tiirkg h i i f  Q'Tn!, Uiiifs 3 & 4 iiiiclefl~poiuerplfliifs. '"O 

'Their mr ita chniges n/ this fiiiie to thr tofa/ ~~oa-hi~tdiig 
7 Docket 080009-€31. A i d ,  as deiiioiirfin/ed b~ P I A  

mst &iw whtii m q m d  to the nddi/ioii 

iii 1\4g 2008 iii 

'Xppeiidis 1 itiihfcs the TOR sclmfidts fhd mii@mr fhe riimiit pyecfioiis to Fl'L 'r oiigiiiob 
j h d  Sf. hih fitid Tiirky Poiiif costs , . . At this hit!, Fl'L hm tiof ideiitfltd my iiepd to iuvise 
the totd iioii-iiitidiig rasi esfiiiinte pmided lmr A4g iii Dorkrr 080009-EI. As imild he 
t.vpeded, fh Coiiipiy ivtifiiiiies fa  eii~iliinte the costs nssotided wfh thisprnjerf. /is mfiiifies s l i d  

os j i i d  eigiiieeriir,g min!vses mid des@, nrsoridcd ARC rtqiiiiuiiriits mid iwieius, mid 
miisfrii'.fjoiiplfliiiiiig on iiioir r/emh d$iied, /he Coqbiiiy will mtke my iierrsmy i w i h i s  f a  /he 

Docket No. 090009-RI, Nay I,  2009. k Doc et No, 090009-El. Nay 1,2009, 
Dircct TcslLnony o 
Direct Tertinlonr o 

Direct Testimony o 
Direct Testimony of;-, Docket No. 090009.E1, blay I, 2009. 
Dkcct Testimony o- Docket No. 090009-171. May 1,2009. 
Direct Tcsdmon]. crf- Docket No. 090009-EI;Ahy 1,2009. 
Direct Testimony of-, Docket No. 090009-01, May 1,2009, p. 2. 

' 0 ', 
' I w  

i? '6 

13 61 

I', 6s 
IS 69 

'5 

16 70 

n Ibid., pp. 2-3. 
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oigi,,nl tvst r.stiimte. U x  TOR .rt+ei/ii/ts pivii~/e the but iidorwolioii riii~l))pii/~ omiloble j r  fhe 
rosl irrowgperiod t h i g h  2010. ”” 

I The TOR Che-Up to Original) schedules include Schedule ’1’OK-7, which was sponsored by m 
2 0 and wvluch conhilied to rely on the cost estimate subnitted in Docket 080009-EI, along 

with a restataiicnt of the caveat that tlie Company continued to evaluatc the costs of the project”. 

tis of May 1, 7,009 (the date the prcfiled testimony quoted above was filed), the following events had 
wanspkcd: 

A Condition Report (CR-2008-11443) dated 4/3/08 iaiscd concerns about the 
validity and reliability of the EPU cost estimate that was uscd in Docket 070602-E17‘ 

On Novcinber 7, 2008, Bechtel infonned Fl’L that its estimate of costs for the PIN 
EPUs had increased by $37 ndlioti; this luglier value is used in tlie Bechtel contract 
In early Deceinbcr, 2008 tbe EPU’s Project Controls Group identified that the May 
2008 cost cstiiiiate was likely to be too low given the Bcditcl contmct and cost 
A Condition Repoif datcd 12/10/08 concludes that the resolution of tlie 4/3/08 
Condition Report was a “missed oppormnity”” 
On Februaiy 17, 2009-was presented with an analysis prepared by 
Project Controls and the PSI. site that thcir current cost estimate for PSL is $129 
miIlion above the hhy, 2008 estliiate7’ 
By Alarch 26, 2009 tlie PTN site team had also concluded that the cost estimate 
should be twised above tlie May 2008 estimate; P decision is made to not use the 
higher cost estimate because it \vas considered “prelinunaiy”” 

-participated in dcvcloping B presentation in late April/early May 2009 
inforidng the ESC that while Bechtel had estimated l&$x costs, lis cost esdmatcs 
for PSL and PTN mere iinclianged from the May 2008 cstimatcs; the Projects’ cost 
status is shown as ‘‘green:”’ 

. 3 and that m c o n t i i i u c d  to usc in Aslay 2009” 

5 

A s  showvn by this chronology, the EPU’s cost estimates were clearly in a state of rapid flux by May 1, 
2009. \YWe there was mounting evidence to indicate that an upward revision to the cost estimate 

b was likcly, as of Achy 1, 2009-had not reported such an increase to the ESC nor had 
7 an increase been approved. \Vbat- reported to the ESC was consistent with what his 

Direct Testimony reports to FI. I’SC. Additionally, Schedule TOR-7 appropriately indicated tlic 
Company continued to evaluate the costs of tlic EPU projects. 

72 Ibid., p. 24. 
7’ Direct Testimony of -1 Docket No. 090009.R1, Exhibit I ,  h l q  I,  2009, p. 104. 
74 Florida Power & right Compnny’s Petition to Dctcmncnc Need for Expansion of Elecrricrl Power Plans and for 

Ikseinption from Rule 25-22.082, F.A.C., Docket No. 070602-E1, September 17,2007. 
’ 5  Extended Power Uprates, Pmject Update, Turkey l’oiiit, Joly 25,2009 aridFktended Power Uprates, Project Update, 

Saint Lucic, July 25, 2009. ’‘ CR 2008.37753, “Additional Iiiform;ltion:’ Deccnihcr IO. ZOOS. ”.I .  

-~ 
Estciided Power Uprate,, Executive Steering Coiiiiilittcc hicclitig, Saint Luck & Turkey Point, May I,  2009, p. 8. 
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C. 

Concentric requested, received and reviewed all of the productions of documents and ititerrogatoq 
responses submitted by FPL in Docket 090009-E1 and pertaining to the EPU budget, schedule or 
cost cffcctivencss. Our review led us to follow up 011 one interrogatory tesponse, submitted in 
response to Staffs fifth Set, No. 53, for further analysissD. This interrogatory response, which is 
attached as Exhibit 9, sought a listing of each analysis that FPL w a s  offering to satisfy tlic 
requirements of Section 366.93(5) F.S., wliicl~ required an animal comparison of tlic budgctcd and 
actual costs as coinparcd to the estimated in-semice cost of nuclear projects. Tlie response, which 
was submitted on August 17,2009, refers to Schedule TOR-7 which contains the Company’s annual 
coinparison of budgeted and achial cost. Schcdulc 1‘012-7 was submitted on May 1, 2009, and 
describes that it is P “snapsliot” of a continuous process.*’ 

Between May 1,2009 and August 17, 2009, major dianges had becn made to the cost estimates for 
the EPU projects. On May 31,2009, the PTN EPU budget indicator is shown 2s red, indicating a 
serious challenge to meeting the esisting budgetE2. On June 3, 2009, Bechtel submitted a T50” 
(tnean value) cost eshiate for PTN that was $108 inillion above the May,  2008 es~imatc~’. On June 
23, 2009,-advised the ESC of tlie Hechtel estimate”, and tlie ESC instructed him to 
prepare a “hie-by-line” updated cost estimate for the projects to be reviewed at the next ESC 

2 mccdng. ‘Ibis updatcd cstiniatc was prepared at the direction of -y several people 
reportedly working seven days a week for a month and was prcscntcd to the ESC at  an all-day, 
Saturday meeting on July 25,2009. In the week leading up to that meeting, the EPU leadership team 

3 was replaced, and-was reassigned to a position outside of the EPU, although he 
actively participated in the July 25, 2009 presentation. That prcscntation cstablishcd new cost 
estimates for tlie EPU projects which were approximately 21% higher than thc hfay 2008 
estimates”. Therefore, Schedulc TOR-7, whidi is refexred to but not attached to the response to 
Staff 5-53, was out of date by August 17,2009. 

However, the interrogatoiy only asked for a /isfig of tlic ~~spons ivc  analyses, not for FPL’s current 
or updated analyses. Concentric views tlic rcsponsc to Staff 5-53 as being accurate, reliable and 
responsive, even though the document referred to was out-of-date. The respondent answered tlie 
question in a forthright fashion based 011 all of the inforniation known to this person at the time. 

D. T e s t L n o n \ . i g  

InterrogatoiTz Resoonses and Production of Documents 

I 

‘/ As stated earlier,- and-appearcd at the NCl2C hcahgs on Septcinbcr 8, 2009. 
At tlie heating, the following exchange took place between-and counsel for WL“: 5’ 

So Response to Docket No. 090009-I?T, StnfPs Fifth Set OF lntmogxtocies, Interrogatory No. 53. 
81 Ibid. 
g2 Total Pmjcct Cashflow, PTN EPU Project 2009, hhy 31,2009. 
SJ Exrcndcd l’ou~r Upmtes, Projcct Update, Turkcy Point, July 25,2009, pp. 25-26. 
a Extruded Pcnvrr Upmtes, Esecuuve Steering Coiiunittcc hlcetiag, Saint Lucic & Turkey Point, June 23, 2009,p. 12. 
65 Extciidcd lburr Upmtes, l’mjcct Update. Turkey Point, July 25, 2009 rr,irlExtended Power Uprates, Pmjrcf Update, 

Saint Luck, July 25.2009. 
(p 8‘ Transcript ofnirect Examination 01 September 8,2009, pp. 208-209. 
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Q. 
aiiriurix h /he sam? 

A. Yes, fhty imidd h. - FPL os& that 
/hO@ IWd 

I/ I uskrdjaii Ihc sainr qii~sfioiis roiitoiiird iii j o i w  pi@/rd dim? /u/iiiioiy, imii/djoiir 

pnfiir[i diwt tes/iiiioiy bt iiisrrtcd iu/o tht rrmrd cis a 
The exchange with coutisel liad the effect of asserting that all of the statements in tlie pxe-fded 

remained truthfd and accurate as of 
several corrections to errata in his 

pre-filed testimony, and updating his prefiled testimony to reflect his new title and rcsponsibitics 
with FPL. 

” (Also relevant is that as of September 8; 2009-had participated in the development of 
luglily detailed cost projections for the EPU projects, and had presented these new estimates to 
several senior FPL and contractor persotinel on July 25, 20098’. “lie new estimates for PSL were 
caveated as still being “at the conceptual level”’ (as \vcrc tlic May, 2008 cstiinatcs*? and die 
coinment was made that the full scope was still not known. However, tlie new values were clearly 
labeled as tlie “Current Forecast,” and the statement was clearly made that the “Current Budget” 
(tlie May, 2008 values) was being increased to the “Current Forecast.”” ’lhe July 25, 2009 
presentation offers an extensive perspective on the shortconlings of tlie May, 2008 cstitnates and die 
Iessoi~s that should be Icarncd from this experience”. Concentric also notes that the ESC was 
explicitly advised that thc iicw cost cstiiiiatcs wcre inconsistent with the May, 2008 and May, 2009 
data that had been presented to the FJ. PSC, and that several new economic feasibility analyses had 
bcai performed, which updated those analyses that had been submitted to the FL PSC eleven weeks 
earlier,7* The new feasibility analyses continued to show that tlic projects were beneficial to 
custoniexs, although less so than in the May 1, 2009 filing? 

Based on tlie inforniation presented above, Concentcic has concludcd that by the nine 

3 tcstirnotiy, and the exhibits 
I y Scptctnber 8, 2009. Tlus followed 

7 - took the stand on September 8, 2009, the inforniation prcscntcd on Schedule TOR-7, 
% uid the testimony rclatcd to it, was out-of-date. By this t i m e , a d  presented revised 

cost estimates to tlic ESC. Our opinion in this regwd is also supported by the statements of nearly 
all of tlie EPU project persotinel we ititelviewed (other than the hvo individuals that participated in 
the decision to not update the testimony), and is stcongly held by many of those we intetviewed. 

‘ 

87 hleetiog rcquuest for EPU Snhtrdny Session, July 25,2009, 890 Ah1 to 3:30 PAL 
sB Esteridcd Power Upmter, Project Update, Saint I.ocie, July 25,2009. 
67 Florida Pmwr PC Light Company’s Petition to Determi~ie Need for Espauuon of Electrical Power Plans and for 

I3xmuption from Rule 25-22.082, F.A.C., Docket No. 070602-EI, September 17,2007. 
M Extendcd Power Upra~es, Projcci Update, Turkey Point, July 25,2009 ~tndExtended Power Upmtes, Project Update, 

Saint Luck, July 25,2009. 
hid., pp. 38-40 and p p  51-52, rrspccrivcly. 
Extended Puwer Upmtes, Project Update. Saint Lucic, July 25.2009, pp. 44-49. 

93 Ibid., p. 50. 
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In our interview with h i m h e f e n d e d  the September 8, 2009 reaffxmation of his pre- 
filed testimony on the gounds that the July 25, 2009 cost cstiinatcs werc prepared assuming the 
validity of ninny unapproved scope changes and manpower estimates, and that they wcrc a no bctter 
than a “guess” with littlc support. He also indicated that he does not recall any discussion with 
regad to wvhethcr the updated estimate should be presented to the FL PSC. 

Concentric agrces that the new cost estimates were based on only partially conipletcd cnginccring 
and design inforination, and that they were still subject to revision as new inforniation became 
available. However, that is always the CPSC with a fast-tracked construction program and continues 
to be the case today. These facts do not support the continued use of information that was based 
on cven earlier conceptual designs and out-of-date nianpowcr and inatcrial estimates. “lie new 
estiinatcs wcrc the product of more than a dozen people working extended hours for a month and 
had been reviewed by cvciy lcvcl of management in the EPU organhation. They reflected far more 
knowledge about the scopc of thc EPU projects than had been used in the 2007-2008 Shaw scoping 
analysis, rnatcrinls cost estimates that wvae based on far more recent data and tnanpower cstimnatcs 
that reflcctcd tlic revised scope and loading estimates prepared by Hechtel. Most importantly, they 
wcrc presented to the executives of FPI. in charge of EPU govcrnancc (and \vlio,wcre responsible 
for approving budget dianges for the projects) as the best ‘linc-by-linc” estimates available at the 
time, were rnatcrially diffaent from the 2008 estimates, and have continued to sewe as the rcfcrcncc 
point for all subsequent revisions to tlic cost csha tcs ,  including those that are being submitted to 
the Fl’SC in May 2010. 

Concentric has found no evidence to suggest that = 1WL‘s wvitness on the cost effectiveness 
of the EPU projects, had any knowledge that updated cost estimates had been prescntcd to thc ESC. 
It is our understanding tliat he relied on the cost estimates provided on Schedulc ’IOli-7, as 
sponsored by-, a n m \ m s  not in tlic Ul’U organization or the nuclear division 

a 

3 ofl7PL. 

Conccntric also did not find evidence to demonstrate that tlicrc was R widespread plan to 
intcntionally keep updated infoniiation from being provided to tlic NCliC p;u.tics. The documents 
we have reviewcd, and our uitemiewvs, indicate that tlierc was considerable uncertainty within thc 
project staff in September 2009 as to wvhcther the new cost estimates were “official” or not, and 
intcrnal reports were inconsistent in their use or non-use of the updated forccast (scc Section VI11 
for additional details). ’Ihe EPU staff had experienced significant turnover and was also undergoing 
a major reorganization a t  that time, wliich appears to ham contributed to the lack of clarity on this 
point. 

VIII. Information Plow within PPL 

As described in Section 1x7, tlic initial EPU project budget \VIIS estaldislied by the FFL and Shaw 
scoping shidics in 2007 and early 2008. The EPU projects also established a variety of project 
insuuctions which identified the process for addressing changes or risk to this initial forccast. ’l‘hese 
Extended Power Uprate Project Instructions (“El’l’Is”) were fust developed iu spring 2008 and 
were updated at  various points in thc projcct, including following the introduction of a new senior 
management team in July 2009. Concentric’s review of thc El’l’I’s ham idcntified three which are 
relevant to thc flow of inforination related to cost estimates within FPL: 1) EPPI-300, EPU Project 
Change Control; 2) EPPI-320, Cost Estimating, 3) EPPI-340, EPU Project Risk kIanageinent 
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Program. For purposes of our review of these instiuctions, Concentric has segmented our review 
into the period precediiggJuly 25,2009 and that after July 25,2009. 

rm i FI 

As early as April 2008, tlic EPU inanagement team wvas made aware of concerns about the adequacy 
of the Shaw scoping analysis and associated budget. ’lliese concerns re-surfaced after the Beditel 
contract was awarded in November 2008 and were brought to the attention of the EPU senior 
rnanageinent in December 2008 and Iiebiiiaiy 2009. By Fcbruary 2009 the El’U Project Controls 
employees had devcloped a rcvised cost estimate, albeit in prelirniiiary farm, that projected a $129 
million cost increase for PSL. The revised estimate was witlia 2% of the values presented to the 
ESC in July 2009. Similar estimates had been dwclopcd for PTN by March 2009, but the EPU staff 
was diiected to discontinue use of this estimate until management had revicwcd it further. 
Tlirougliout late 2008 and the Fist six months of 2009, Beditel submitted several revisions to its 
cost estimates, all of which were substantially higher than its indicative bid and liglier than tlie 
estimate developed as part of the Shaw scoping analysis. 

These events followcd thc publication of EPPI-300 on Allarch 4, 2008. This project instiucdon 
estnblislicd a forinal process for identifying and tracking potential changes to the initial project 
budget. UPl’I-300 describes the purpose of the trend program as follows: 

‘This document shall be used for scope changes to Capital and 0B;IvI sub-projects 
within the EPU project. Changes to the approved budget will be made using the 
approved Scope Change/’l’rcnd Noticc form (SCN/TN) wlich shall become part of 
the budget records.”” 

These potential changes were dividcd into scope changes (ix., additional plant modifications) or 
trends (i.c., increased costs of completing approved scope). In order to address a trend, EP’I-300 
dictates that the trend should be identified on a formal “Trend Register” and a SCN/TN should be 
completed to request changes to the project forccast. The SCN/TN wvas then routed to the- 
=for approval. The process for addressing scope changes is similar, but rcquiies additional 
review of tlic potential scope change to ensure it is necessaly for the EPU projects. Once an 
SCN/TN is initiated, EPPI-300 requites the -1 to establish a tmcking 
number and the potential budget impact of the SCN/lN. l l ~ c  .s responsible for 
indicating tlic potential schedule impact. Once this information is added to the SCN/TN, it is 
routed to the EPU project team yember witti the appropriate approval authority for the potentinl 
cost impact. Upon approval, the SCN/TN is supposed to be incorporated into tlie project budget 
and all fuhire project reports”’. 

Concentric requested the EPU projects’ l‘rend Rcgisters and all SCN/TNs since January ‘I, 2008 
and received maiiy, but not all, of die SCN/’I’Ns prior to issuing our report. Based on our review 
of the Trend Kcgister and SCN/TNs behveen January 1, 2008 and July 25,2009 it would appear that 
tlie EPU projects only .partially complied with this EPPI-300. For PSL, a detailed and 
conscientiously maintained Trend Registcr was maintained behvcen summer 2008 and at least June 
2009. I.Iowever, it appears that the proccss for reviewing and approling txends was not 

I 
a 
‘3 
L/ 

93 EPPI.300, Project Cliarigc Control. Pg 3, Rcv 00 
95 Ibidnt 4 ~ 6  
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appropriately implemented at PSL AaIany of the same trends were identified each month without 
resolution or incorporation into the budget. As an example, in nearly every month between August 
2008 and June 2009 a trend was noted with regard to tbe EPC budget. These trends ranged 
between $10 million and $140 million. The EPC budget wvas only increased by $20 million during 
this period. For PTN, it would appear that the trend register was not as conscientiously mainbined 
duiing this period and some of tlic trends or scope changes were outstanding for several months. 

Finally, many potential scope changes or trends appear to hare been captured on tlie Risk Register, 
which, as discussed below was not synclxoiuzed with the project forccast, lather than the Trend 
Register, For example, the CR discussed in Section lV above, resulted in a “Higb ltisk AIitigxtion” 
plan, but docs not appear to have been included on die trcnd rcgister. Tlins potential scope changes - -  
or trends were not ade uatel I reflected within the forecast. Concentric also noted that prior to July 
25, 2009, t h e m f a i l e d  to identify a source of tlie funds on the SCN/TNs for 
nearly every form. 

I 

EPPI-320 provides the project instruction for cost estimating, including the development and 
inclusion of contingencies and the estimates to be used on the SCN/TNs described above. ’llhis 
instiuctioti \vas established in A*Iarch 2008 and remains in effect today. Specifically, this instruction 
states that “estimates should include project risks, uncertainties, and contingency. These should be 
documented along with the methods for determining the percentage of risk and the amount of 
money associated with the contingency.” EPPI-320 also indicates that it is suppletnental to the 
Nuclear Projects Department Iiistcuction - 304 (“NPDI-30P). 

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

4.7.6. As a general rule, concephlal estimates should have a 25.30% contingency, 
Level 1 or preliminary estimates should have 15-25% contingency and Level 2 OK 
definitive estimates a 5-10% contingency. The exact percentage is determined on a 
case by case basis. 

The EPU projects’ cost estimates fit the criteria for a conceptual estimate in 2008 and appear to 
have achieved L e d  1 stahis by the end of 2009. FPL’s practice prior to July 25, 2009 wvas to labcl 
the contingency as “Scopc Not Defuied”, or “Scope Not Estimated.” This line item, although it 
referenced tlie EPU projects’ risk matrices, was then used as a balancing variable to show a flat 
overall forecast trend and was not based upon project risk. As a result, tlie contingency was 
depleted montli-by-~-montli, die Risk Registcr was iicver syiichronizcd with tlie project forecast and 
thc l iPU projects no longer maintaincd a level of contingency that is consistent with FPL’s 
guidelines. In other words, the EPU senior management viewed the initial contingency as a static 
“allowance” that was to be used to meet increases in scope or cost rather than a dynamic value 
wvliich reflects the risk remahing in the project, including those identified by the ltisk Rcgistcrs. 
Thus practice wvas acknowlcdgcd in tlic lcssons Icarncd scctions of the July 25, 2009 ESC 
presentations by the statements that “...undefined scope depletion not dealt with in a timely 
fashion.. .undefined scope allowance used in establishing base contracts and work left little for 

96 NPDI-304, Estimate Prepsmtian, Pg 9, Rev 0 
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emergent items or increased scope.. .must include undefined scope allowance based on level of 
iisk/pmgess on project.” 

EPPI-340 was first initiated in Feblualy 2008 and establishes a process to ensure that cach 
“identified risk is recorded in a risk matrix, and evaluated for probabilit)., consequence, cost, 
schedule and project impact.” The process set forth nithin EPPI-340 does not include a clear link 
to the EPU projects’ forecasts, but rather is an evaluation tool for deterininitig the level of 
uncertainty remaining in the project. Indeed, the July 25,2009 PSL ESC presentation states “current 
undefmed scope allowance is not aligned to the risk matrix.. .looked at the project only from a high 
level risk.” Because the E N  senior management used the contingency as a balancing variable to 
depict a flat forecast trend, the Risk Management Program was never used in this manner. At best, 
by early 2009, the risk registers bccame little more than a repository for project risks and with little 
or 110 connection to the EPU projects’ forecast. 

\YJith regard to the risk managcinetit process, the El’U’s assessment of its own performance during 
this period, as presented to the ESC on July 25,2009, was that: 

0 

It “underestimated the risk and costs associatedwitli the fast track project,” 
It “did not assess [the] capacity of [tlie] organization and costs,” and 
“Early warning on cost overruns and undefined scope deplctioti wcrc not dealt with in a 
timely manner.” 

Coticentric concurs with these assessments, and notes that many of thcsc issues have been retiiedicd 
though changes in procedures and tlie organizational structure since J d y  25, 2009”. 

B. Post-lulv 25.2009 Information l’low 

As part of its transition, the new DPU senior managemait team has undertaken a process to revise 
many of the EPPIs to address many of tlic lcssons learned that were ideleiitificd in the July 25, 2009 
ESC presentations. As described below, this pimess has included extensive revisions to EPPIs-300 
and 340. 

\Vitli rcgard to EI’I’I-300, this itistiucdon has undergone a t  least four revisions since July 2009 and 
has bccn updated to include more rigorous trend identification, to more clearly define tlie roles of 
each person iuvolved with the trend program and to define the timcfranics for vicw and approval of 
these forms. These revisions included a revision to the SCN/TN forms. This revision changed the 
name of tlie form to explicitly inchide forecast variations. Similarly, the SCN/TN forms being 
issued by the Project today dictate the sourcc of the funds for each scope change or forccast 
variance. The options for these funds include: 1) No chatige to project budget; 2) Contingencl-, 3) 
Variance to approved budget; 4) Other. Nonetheless, the EPU project continues to use thc 
contingency allow;lncc for scope changes. \Vhile tlus is not prohibited by the current revision of 
ElJl’I-300, Coiicentric bclicvcs scope changes should be funded through a forecast variance to 
elimitiate tlie use of contingency as a forccast balancing variable. Tlus is consistent witli Nl’DI-304 
which states the following: 

97 EPU lerrons lenrried PPL from April 2010. 

Page 19 of 23 

a\ 



CONFIDENTIAL FPL 152983 
NCR-10 

CONPIDENTIAT.. 

“Contingency usually does not include changes in scope, schedule or unforeseen 
major events such as strikes, tsunamis, hurricanes or earthquakes.” 

Lastly, the use of tlie trend prograin is impmving with greater alignment behveen the Risk Register 
and the Trend Register. 

The EPU senior management team docs still have opportunities for improvement. Specifically, tlie 
current EPU management team has explicitly linked tlie risk registers to the cost estimate through 
the line item of “risk”, but the link behveen the level of risk remaining in the project and 
contingency or scope not detined has yet to be established. The ncw EI’U tnanagcmcnt team is 
addressing this issue througli the retention of I-Iigli Bridge Assodates to perform a third-party 
review of tlie cost estimates, and to develop a probabilistically-deterlilied contingency. That work is 
not yct comnpktc, and the contingency continues to be tlie balancing variable in the EPU cost 
estimate as of March 2010. This has led to the contingency being at  a n  unduly low lcvcl. 

C. Li 

Concentric has concluded that thc EPU project did not fiilly comply with its and FP1,’s published 
procedures for developing, estimating, approving, and tracking revisions to the cost estimates 
and/or budget prior to July 2009, and has yet to achieve wvidesprcad compliance today. It is clear 
that the process required for releasing fimds from the coiitingcnq has not been followed, and that 
all revisions to the cost estimates have not been trncked through the trend progain. These facts 
hare resulted in widespread confusion within the orgal l idon regarding what the current approvcd 
budget and cost forecast is at any point in time, who has to approve changes to that budget or cost 
forecast, whether there is a nieaningful difference beheen the terms budget, cost estimate and cost 
forecast (all of which are used in different stsndnrd reports), and how to measure and rcport 
variances from the budgct/cstiinatc/forccast. Many of these same points were acknowledged by 
EPU mntiagement in the lessons learned sections of theJuly 25, 2009 ESC presentations. Here the 
conuncnts were made that “Individual Modification Budgets and Site Department budgets [were] 
not established ... did not iisc formal ptocess such as Plant Review Hoard to approve scope growth 
during design process prioiol to 01/01/09 ... no formal cost benefit was performed on design 
changes.”q8 

Finally, due in largc 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 incomect, misleading 
or out-of-date information. These problems persist iti 2010 in dic Monthly Operating Repotts 
(MOPRs), monthly cash flow reports, and ESC presentations. Even more troubling are reports we 
have received from individuals within FPL that  documents they were responsible for preparing werc 
changed, after the originator had issued them, by someone else in the organization and often with 
no explanation as to why the changes were made. In other instances, individuals wcrc told to make 
changes by someone else within FPI.. While these accounts are vel7 difficult to verify, they do not 
represent a singlc account or example, and some corroborating documentation has been provided to 
us. Some of these actions are attributed to managers that are no longer in the EPU orgatuzation, 
but they demonstrate the need for more definitive document control and ownership procedures. 

lbid. 
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IX. Preliminary Recommendations for Improvements 

Concenttic’s investigation into this matter has produced a list of recommendations for process 
improveineiits and corrective actions. These recommendations are presented below. bhny of these 
recommendations are intended to improve the distribution of information within FPL, the NCRC 
docket team and to the FL PSC. In certain of the recommendations listed bclow, Concentric has 
noted that changes to the EPU projects’ since July 2009 may have already addressed these 
recomrncndations. No~ietheless, we believe the iinportance of these changes should continue to be 
stressed by the EPU project team. 

1. Conccnt~ic’s invcstigation into this matter identified the flow of documentation and 
information from the business units to the other members of the docket team including 
regulatory affairs and other witnesses as an area of COIICC~II. Concent~ic rccoiiimcnds that 
this process be chatigcd in order to provide timely and ongoing information within the 
NCRC docket team throughout each NCRC review cycle. This will help to eiislsure that any 
updated information is fully discussed within the NCRC docket tcam and prcvcnt futurc 
concerns related to flow of information to the FL 1’SC. 

Sirnilar to recommendation one above, F1’L and the 1’L 1JSC staff should revisit the issue of 
int~a/inter-cycle document production. The ongoing production of a limited number of key 
project documents would enhance the FL PSC staff’s understanding of the projects and how 
they have developed up to that point. It would also help to ensure adequate inforniation is 
distributed to the FL PSC on a timely basis. 

2. 

3. The NCRC docket team has included and cotiti~iucs to indude a number of fust t h e  
witnesses or witnesses with hnited cxperience seiving in this role. 11s a result, it is vitally 
important that FpI.‘s 1,egal and Regulatory Affairs departments continue to provide explicit 
instruction and guidance to these individuals. 1’1’L‘s Legal and Kcgolato~y Affairs 
departments should assume these itidividuals may not haw a full undcrstanding of thc 
regulatoq process and the implications of their testimony. The importance of updating 
one’s pre-filed testimony and eshibits should be an esplicit part of the witness training 
program, along with an explanation of the meaning of the standard questions asked by FPL’s 
legal counsel. \Y’it’itnesses should also be made aware of the hct  that they are providing 
testimony within a certain expertise or subject matter on behalf of the Company and not as 
individuals. This may come with an obligation or duty to educate oneself on matters related 
to this subject matter or expertise regardless of whether this falls withiti one’s day-to-day 
responsibilities. 

As part of our iiivestigation Concenttic reviewed the list of invitees to the ESC 
prcsentations. Noticcably abscnt from these lists of itivitees is a represetitit‘ , w e  from FFCs  
Regulator). Affairs department. Given the importance and scalc of the D1’U projccts, and 
the alternative cost recovery treatment being afforded to these projects, a rclativcly scnior 
member of Regulatoiy Affairs department should attend each fuhm ESC presentation. 

4. 

5. One of the more significant concerns identified by Concentric’s investigation is the 
ownership and consistent updating of EPU project reports. Often in latc 2009 these reports 
wcrc inco~isistcnt and did not necessarily reflect the most current or accurate information 
available. FPL and the EPU project team should establish and i~nplemel~t explicit report 
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6. 

7. 

8. 

9. 

owners (by report). In addition, FlJL and the EPU projcct team should establish and 
implement an explicit report sign off or dissent procedure. This proccdurc could be 
modeled off of the current Invoice Review/Approval checklist form. In addition, the report 
sign-off and dissent proccss should include a link to the ECP or other siinilar program for 
anonymously notifying superiors in the event of a concern with project reporting. 

To  tlic extent that a performance uidicator relies upon a calculation in order to produce a 
particular indicator, the result of the underlying calculation should be reported along with 
the performance indicator @.e., budget or forecast paforniancc). By providing the result of 
the underlying calculation, a report preparcr or revicwcr can quicMy identify any discrepancy 
between the performance indicator and the calculation that produced that indicator. 
Concentric’s interviews also noted that individuals within the EPU project team were 
uncertain as to what was reprcsentcd by each performance indicator. Providing the 
uciderlying calculation used develop that pcrformancc indicator w v i l  help clarify the purpose 
of thc performance indicator. 

FPL should consider changing the reporting rdationship of the EI’U Project Controls 
Director. \Ude the change in reporting from the EPU Project Director to the Vice 
President of l’owcr Uprate is a positive development, the reporting relationship of the EPU 
Project Controls Director should include either a solid or dotted line outside of the EPU 
l’rojects. This will help prevent any undue influence on the Project Controls Director and 
his staff. As an altcrnative, 1VL could consider forming a separate Project Controls 
department, siniilar to the Integrated Supply Chain department. This scparatc Project 
Controls department would establish its own set of department processes, procedures and 
instructions which would then be applied consistently across the FPI, Group. Concentric 
notes that future, large scale projects could benefit from a set of uniform aud consistent 
project controls that incorporate best practices from across the organization. 

FPL’s current approach to establishing the EPU’s contingency (Scope Not Defincd) uses the 
contitigency as the balancing variable to maintain the projects within their cost estiniatcs. 
This is not consistent with 171’L’s EPPI-300 or with sound project nianageinent practices. 
Tlie contingency should be based on the level of uncertainty io tlic project, which is best 
captored through a probabilistic analysis of the cost estimate. Reductions in the contingency 
should not typically bc used to fund scope changes, and the contingency should only be 
released if the uncertainty associated with the project has declined. Conccntric notes that the 
appropriate level of the contingency is an  issue that has been assigncd to High Bridge in its 
current indepcndcnt xcvicw of the project cost estimate. The EPU projects should establish 
a formal iutcrnal proccss to approve and conununicate EPU budget, forecast or estimate 
changes on a total project basis each nionth(i.c., not annual). This process should be used 
for both scope additions or deletions and changes in the expected cost of appromd projcct 
scope as a result of material OK component cost escalation, increased manpower 
requirements or other factors. ’Ilus proccss should include a report checklist to make certain 
all reports are updated consistently once a new budget, forccast or estimate is approved. 
Concentric notes that EPPI-300 has been rcviscd hdcc sincc July 2009. If implemented 
thoroughly, thcsc changes should address this cecomnendation. 

To the estent condition reports are being utilizcd to docunicnt potential budget or cost 
estimate challctigcs, thc CR closure processes’should be revised to prevent the closure of a 
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10. 

11. 

12. 

I 13. 

14. 

15. 

2 
3 

CR prior to die completion of a risk mitigation plan. In the alternative, risk mitigation phis  
can be tracked separately, but must not be closed until cadi  of the action 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 a cenuvll location for the 
remainder of the UPU projects. Concentric notes that this change may already bc 
implemented within the current EPU action item list. 

High Bridge Associates, or another independent third party, should be retained to complete 
an engineering-based cost cstirnatc of I’TN Unit 4 and both PSL utlits as soon as possible. 
This estimate is needed to re-bascline the project forecasts and to enhance the certainty of 
future forecasts. 

WI, should continue to maintain EPU project staffing as a high priority. A sufficient 
number of staff members are required to maintain adeqiiatc project cont101, including the 
updating and production of project reports. Throughout our investigation it was noted to 
Concenttic that many xvitliin the organization were ovenvlielmed with the amount of work 
that must be accomplislicd given the “fast-tracked” status of the project. At times, this may 
havc contributed to die inconsistency or innccoracy of certain project reports. 

The EPU project team should documcnt the names of each ESC presentation attendee and 
maintain tlis list of attendees with the ESC Presentations. This will increase tlie ovei;lll 
uvlnsparency into the DPU projects and document that the proper level of oversight is being 
provided to the EPU projects. 

to be aware of and understand the current fear of retaliation and nusuust that exists at lowcr 
levels of tlie organizadon. 

Concentric suggests FPL institute a procedure for conducting organizational readiness 
assessments prior to comnicncing complex, large-scale projects. This procedure should 
include a documented review of tlic Project Plan to enswe that it adequately details how the 
project is erpectcd to evolve over time and ensure proper expectations related to 
perforinatice rcporting and nieasureinent are communicated throughout die project teams. 
In addition, these assessments should include a detailed review of executive management’s 
expectations regarding the development and updating of thc project scliedulc, cost estimate, 
budgets and rrcports. 

concentric and the EPU project managemetit team should conduct an  investigation close- 
out meeting at  the end of tllis invesligation. This meeting will review Concentric’s findings 
in tlus investigation, obtain management’s response to those findings and discuss ways ui 
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Executive Summary 

This report is the result of an approximately hvo month long investigation undertaken by Concentric 
Enerev Advisors at  the request of Florida Power & Lielit‘s Law Department. Our invcstimtion was .,, I I 

I triggered by a letter that was sent to FPL Group’s CEO froin a 
within the nudear division of FPL. This letter made severa allegations relating to senior 
tnanagement’s perforinance regarding the cost estimation and project controls functions of the 
Company’s Extcndcd Po~vcr Uprate projects, and raised concerns about the timeliness and reliability 
of FTI,’s internal and external reporting of EPU-related inforination. 

Our investigation has focused on h o  separate sets of issues stemming from the letter and our 
subsequent information gathexing process: 1) wvlicther FPL‘s decision to continue pursuing the 
EPU Project in 2009 was prudent, and whether tlie costs that Iiave been incurred for this project 
were all prudently incurred, 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. 

Om hivcstigntion 1m included 13 inter\yiews and the review, or re-review, of thousands of pages of 
docurnentation produced by the EPU Project in 2008,2009, and 2010. We have concluded that: 

1. FPL’s decision to continue pursuing the EPU Project in 2009 was prudent and was expected 
to be beneficial to Fl’L’s customers; FPL properly considered aii npdated cost estimate in its 
updated feasibility analysis in July 2009, wliich reinforced the conclusion that significant 
benefits were expected from the Project. 

2. All of FlJL’s cxpendihircs on the UPU Project have been ptudently incurred. 
3. Certain information provided by FPI. in the 2009 NCRC mas out-of-date and did not 

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

4. The EPU Project management did not consistently follow certain ptocedures that were 
intended to goverii this project in 2009; in addition, the Project’s senior management in the 
first half of 2009 was slow to respond to concerns that were raised regarding the Project’s 
cost estimates; these issues are currently being addrcsscd by tlic su ior  inanagctncnt team 
that was installed in the second half of 2009. 

5. 1VL should consider takitig certain actions that are discussed in the body of this report to 
strengthen the Project Controls organization and to better cnsurc colnpliance wit11 cdsting 
procedures. 
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I. Introduction 

On Febiuary 19, 2010 Mr. Lewis Hay, the Chairman and Chief Executive Officer of FPL Group, 
Inc (“WL Group”) received a letter Eoin-I.etter”), a n  
employee witliiu tlic iYuclc3r l’roiects Division of Florida Power 8: Lalit Company [“FPL‘).l The 

I 

- - . .  
2 m e t t e r  includcd concuns‘about the “cost performance in Nuclear Projects and Extended 

Power Uprate in 2009’’ and allegations rclated to thc reporting of this performance to FPL’s 
executive management and the Florida Public Service Commission (“FL PSC”) 

Concentric Energy Advisors, Inc (‘Concentric’’) was provided an electronic copy of tlus letter by 
FPCs Law and Regulatoiy Affairs Departments on March IO, 2010. h copy of the lcttcr is attached 
as Exhibit 1. Following initial discussions behveeli Concentric and FPI,  Concentric was retained by 
FPL’s Law Departtnciit on Marcli 15, 2010 to conduct a n  independent investigation of the d a h s  

3 and matters set forth in the- Letter.? A copy of Concentric’s cngagcmcnt letter is included as 
Exhibit 2. Pursuant to Concentric’s engagement by FPL, Concentric is reporting directly to Fl’L’s 

Concentric’s findings and recommendations in this matter axe being provided chectly to- 

6 Concentric’s investigation of the allcgations raiscd in tlic - Letter explicitly excluded matters 
7 related to the performance review of - and all other human resourccs rclated matters. 

Concentric understands that these matters are being and w i l l  continue to be handled internally by 
FPL’s Human Resources Department. 

The remainder of our report is organized into eight sections. Section I1 presents a summary of 
Concentric’s work plan that was used to perform this investigation. Scction 111 includes a summary 

9 rcspotisc to tlie -Letter, including reference to an  interlineated copy of the = Letter. 
7 Section IV presents a chronology of key cvcnts related to t 1 i e m L e t t e r  occurring between 

Januai). 2008 and March 2010. Scction V rcviews Conccntric’s fuidings related to FPL’s decision to 
proceed with tlie Extended Power Uprate Projects at the Company’s St. Lucic (YSL”) and Turkey 
Point (“PTN‘’) Nuclear Power plants (“EPU Projects”). As discussed further io this section, 
Concentric has focused its attention in  this xiutter on tlic nuclear units in Flotida due to the state 
regulatory structure. Sectiou VI reviews the implications of the m L c t t c r  and Conccntric’s 
investigation of FPL’s activities in the Nuclear Cost Recovay Clause (“NCRC”) dockets i n  2008 and 
2009.’ A review of Concentric’s fiiiditigs rclatcd to tlic flow of infoxiniltion from FPL to the FL 
PSC and its staff (“FL PSC Staff’) can be found in Section VII. Similarly, a rcview of thc flow of 
information within FPL can be found in Section VIII. Finally, a review of Concentric’s findings and 
spccific rccomnicndations can be found in Section IX. 

11. Conccntric Overview and Workplan 

Concentric is a management and economic consulting firm based in  htarlborough, MA. Conccntric 
has prcviously been retained by FPL to provide regulatory support on a variety of niatten including 

1 

‘ ’ 
1%. 2 Enmaemnit Lcner Lorn 

I -ddc as of the dare of rbc Lc11er is- 
IO John Reed, Re: Indepcndcnr lnvcstigarion of FC~I-LMV 19, 2010 

cor&pondence io hlr. Lewis lm,: FPJ. Group Chnirman and CEO, himh 15,2010 
FL I’SC Dockets OBOO(M-EI P; 090009-EI, In Re: Niiclcar Cost Rccovcry Clmisc. 3 
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testimony bcfore the FL PSC. A list of Concenttic’s prior work for FPL is provided in Exhibit 3. 
Concenttic’s work plan for tlus investigation is provided below. 

A. O v c n h v  of S.w.pc 

Concentric’s scope of work regarding the investigation of allegations contdiied in the -letter 
included a factual reviav of the events behveeii August 2007 and March 31, 2010. Concentric then 
sought to deteriiiine how this set of events supported or contradicted tlic allegations contained in 

‘2 the-letter and affected the distribution of information within FPI. and to the FL 1’SC. Finally 
we have providcd our recommendations for imnprovcincnts that will help prevent similar issucs froni 
occurring in the future . 

I 

3 As outlined below, the assections outlined in dic-Lettcr largely fall within two catcgorics: 1) 
the prudence of WL’s actions and the distribution of information to the FL PSC and; 2) the internal 
distribution of EPU Project-rclatcd informiation. 

B. SQUS es of infotinadox 

concentric’s investigation into this matter relied upon two primary pathways for information, First, 
Concentric submitted a number of requests for documentation to 1VL in order to deepen our 

’-I knowlcdge of the allegations set forth in tlie =Letter and to indcpe~idcntly confirin details 
provided to us in the interviews described below. A log of Concentric’s document rcqucsts can be 
found in Exbibit 4. 

Coucenuic also requested and conducted 13 separate interviews. Eight of Concenttic’s inteiviews 
were conducted in pcrson at  the offices of FPL ox at an  off-sitc location, depeuding on the location 
of tlie interviewee. All of 
Concentric’s iiiten~iews occurred behveeti the weeks of March 15 and April 12. Concentric selected 

s specific individuals to bc inteivieweed based upon the allegations containcd in t h e m  Letter, our 
prior intenTieiews, and Concentric’s understandiig of the EPU Project organization. Concentric 
considers the names of the individuals we inten4ewcd to be confidential. Prior to beginning cach 
interview, Concentric reviewed the FPL Code of Business Conduct and Ethics (the “Code”) with 
each interviewee. TIUS rcvimv included a specific discussion of each cmployee’s “responsibility to 
report any actual 01‘ suspected violation of a law or regulation, any actual or suspccted fraud, and any 
other violatiou or suspected violation of this Code.”‘ Similarly, Concehtric reiterated the Company’s 
noti-retaliation coinnuttncnt outlined in the Code.’ At the conclusion of each interview, the 
inteivicwees were given an opporhmity to iaisc any additional concerns they mag have Imd. 

The information Couccntric relied upon in this investigation was suppleinented by Concentric’s 
cdsting knowledge of the EPU Projects’ orgaiuzation and activities. 

c. Indenendec nc 

The remaining 6ve interviews were conducted via tclcphone. 

6 Throughout Concentric’s iuvestigation into the allegations contained within the = Letter, 
Concentric maintnhed our independence froni FPL’s Law and Regulatoq Affairs Departments. 

4 

5 Ibid. 
FFI, Group, Inc, Code of Biisincsr Conduct and Ethics, most recently revised October 16,2009, p. 2. 
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Letter and the allegations contained therein is our own, Our approach to invcstigating the 
and not the result of specific dircctlons rom FPL, its employees, or contractors. 'l'o tllis end, FTL 
did not place airy constraints on Concentric's access to curxent and former employecs. Lastly, 
Concentric w a s  not constrained by budgct or schedule expectations on the part of Fl'L. 

Concentric's findings in this matter are based upon our review of original sources. Concentric did 
not rely solely upon statements by FPL employees or contractors. Instead, Concentric reviewed and 

a verified asscrtions made in the = Lcttcr and Concentric's inteiviews with contemporaneous 
documents produccd by the EPU Project team wvhencvcr possible. The documents relied upon as 
part of this investigation arc presented in Exhibit 5. 

n. RePo rt OrylizntiPIl 

Conccntric's report is divided into hvo major categories. First our report addresses those items 
which ate dircctly related to the F'L PSC and prudence of FPL's decisions and actions. Second, 
Concentric has revicwed and addressed the development and distribution of information within 
FPL. Coucentiic notes this division is necessai7 to differentiate those niattcrs which may affect 
FPL's rccovery of costs and interactiou with the FL PSC, from those matters nhich rcpresent best 
practices in the development and distribution of information within FPL. 

Sections 111 and IV of the report provide fachial backgrounds for both categories of tlus report. 
Sections 1 7  through VIII address the matters relntcd to thc FL PSC and the prudence of FI'L's 
decisions and actions. Finally, Sections IX and X address FPL's dcvclopinetit and internal 
distribution of information relating to thc EPU Project forecast. 

U. Kcy questions 

Concentric's mview of the allegations raised i n  the -Lcttcr and our intewiews, identified threc 
key questions wlkh  are related to the prudence of FPL's actions. These key questions are ititended 
to determine whcther any imprudent costs wcrc passed onto FPL's customers, or if FPL did provide 
I.elevant information from the FL PSC. 

T 1 

3 

1. Did FPL make the correct decision to procccd with the EPU Projects in 2009 in light of the 
best infotination available a t  the time decision was made? 'l'his question is a threshold issue 
for assuring prudent conduct on the part of FPL. 

2. \Vwc q s  costs incurred that should not be passed on to F'P1,'s customers on the grounds of 
impmdcnt decision-making? 

3. \Vas the infoxmation provided to the FI. PSC and thc intcmeners in each of the NCRC 
dockets accurate, consistent, timely and reliable? 

Concentl.ic also identified hvo key questions which rclatc to the interiial development and 
diswibution of EPU Projcct-rclated information. These key questions arc intended to determine if 
FPL's exccutive management werc informed as to the direction of the EPU Project. 

1. Was the information flowing from the EDU Projccts to FPL's executive management 
accurate, timely, consistcnt, and reliable? 

2. \\/hat polices, proccsscs, and procedures, if any, need to bc revicwed as a result of 
Conccntric's findings? 
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presentation of cost estimates and his hiowledge of the information flow for the EPU Projects 
ceased when he left the Project i I~July,  2009, his letter is largely factuall), accurate:* 

IV. Chronology of Events 

11 clmnology of the EPU Projects is ptesented hi Exhibit 8. A summaq’ of the chro~~ology, 
including the niajor evcnts relevant to Concentric’s review are lligllliglited below. This chronology 
was used to inom fully understand the ongoing dynalnics of the HPU Projects and the predse t i r h g  
of certain EPU Project activities. The sununary presented below should not be used as a substitute 
for a review of the entire chronology prcsented in Exhibit 8. 

A. CbnolQGp 

The EPU Projccts began in 2007, at which time I’PL undextook an initial scoping study to determine 
a rough order of magnihidc C‘ROhI‘’) cost estimate based upon R pr&ninarp assessment of the 
components which would require rcplaccnmlt to operate PSI. and PTN at the upratcd conditions.” 
Concentric understands, as originally proposed, the EPU Projects were expected to coninicnce 
opeiations post-2012, but the schedule was advanced following the 1;L I’SC’s rejection of the Glades 
Power Park Deternlination of Need in 2007.“ FPL filed for a Determination of Nccd for the EPU 
Projects on Septunber 17, 2007.15 

In the winter of 2007 and 2008, FPL retaincd Shaw to review FPL’s initial scoping study and to 
confxm or reject the results of this analysis. Conccntric understands from our intemiews that these 
studies generally confitrned the FPL scoping analysis, but some discrepancies related to the 
replacement or refurbishment of certain colnponents existed for Turkey Point. The initial cost 
estimate itidudcd a contingency atlocatjon of approxiniateIy 45O/0.~‘ 

In April 2008, the EPU Project team assigned to PSL (the “PSL Project Tcam”) identified the 
potential to evcccd the original FPL & Shaw scoping cstimates. At this time, the PSL Project Team 
initiated Condition Report 2008-11443 (the “CR”) which stated the “EPU Project Feasibility Study 
niny not have captured the full spectrum of modifications necessaty” for the upratc.” In response 
to this CR, the EPU Project team developed a “High Risk Mitigation Plan” which was attached to 
the CR.“ The High ltisk Mitigation Plan included a list of actions which were required to bc 
comdeted b~ the EPU Proicct team includina DreDaration and submission of a revised cost estimnte . . . . . ... . - 

Risk h.lltigation Plan was signcd by the 
Coilcentric docs 

f to t i  
.a and the 

3 I 2  FolIowing ow ititeniew with - on hlarcli 17, 2010, - nodtied Concentric and FPL via cmnil on 
hlarch 19, 2010 of potential retaliation against Ilirn by Iris rupendsor. A copy of this emdl is attnched as Erltibit 7. 
Concentric reported tltis miail to FPI.’. Lmv Ucpartmcnt. It is Concentric’s understanding tlua matter v a 5  

addrcsscd by the FPI. Ilumnn lkesotrces (“HR”) Dcpartmcnt. 
Florida Porver & Light Compmfs Petition to Detcnnine Need for Expnnsion of Electrical Power Plants and for 
Exemption from Rule 25-22.082, PAC, ,  Docker No. 070602-m1, Septembcr 17,2007. 
liloridr Public Sewice Coimnirdon, Orrlex No. PSC-08-0021-FOF-EI, January 7,2008. 
Florida l’ower & Light Company’s Petition to Determine Need for Expansion of Electrical Power Plants nnd for 
Exemption from Rule 25-22082, F.A.C.. Docket No. 070602-EI, September 17, ZOO?. 
bid.  
C R  2008-11.143, “Detziled Dcrcription:’ April 3,2008,~. I. 
Ibid., p. 8. 
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not believe that this High Risk Mitigation Plan \vas ever completed. Concenwic also requested a 
copy of the revised cost e s h a t e  described in the I-Iigli Risk Mitigation Plan, but was told that this 
dociiinent could not be located, nor could its existence be conftrmed.” 

Throughout the period from August 2008 to November 2008, the PSL wend register indicated a 
potential for underestiniation of the EPC costs for the PSL EPU. On November 7, 2008 the EPU 
Projects’ EPC vendor submitted a revised forecast of $262~tIvI for tlie PTN EPU?” ’l’his coinpares 
to dic scophg analysis assumption of $225A,u~l.*’ 

In December 2008, the PSL Project Team again identified the potential to exceed tlie original 
fo rms t  following the execution of thc EPC agreement with Beditel. A preliininaiy, revised forecast 
for PSL w a s  prepared and provided to the EPU Project niaiiageiiient at that time. EPU Projcct 
management, however, requested that the PSL Project Controls group further refine and develop 
the revised forecast. 

CR-2008-37753 WLLS written by the PSL Project Team in December 2008 and noted the EPU Project 
is a tnajor change for PSI> and should have a change management plan in plnce. In addition, CR- 
2008-37753 goes on to state that CX-2008-11443 was closed with several future actions contained 
within a risk mitigation plan and tracked separately within the EPU Risk Mitigation Program. CK- 
2008-37753 concluded that there was a “missed opportunity’’ to treat C11-2008-11443 as a diange 
management plan?’ 

A second meetinrr to review tbr revised PSL forecast occurred in Febrnaiv 2009. ‘ h i s  meetin@ was 

t k s  time EPU Senior ZvIana!zcmcnt was &senteed &I, a forecast of approximatel; $785 Mh4 for .. 
PSL, an increase of a loxiinatel 3 $129 imllion over the then current budgcr.” I t  \vas reported to 
Concentric rhat the ,&and the -rcspondcd \;ih a nunibcr of 
questions related to the basis for the revised forecast and requestcd additional refinement of the 
forecast. 

A si~nilar exercise WBS undertaken for PTN in h4arch 2009, and P’I’N began to report its 
performance relative to this revised forecast. However, the PTN Project Team was instructed by 
the,- to revise the initial rcports, to nieasure cost performance relative 
to the original project baseline because the revised estimate still had to be “validated,” and because 
an “cxtcnsive effort [was] about to begin to evalunte [PTN’s] estimated cost to complete for the 
PTN EPU Project.”“ 

On May 1,2009 tlie’-l subnutted pre-filed. direct testinioiiy io llockct 090009-EI 
before thc I’L 1’sc ’j stated “The I<PU Projects arc In this testimony, the 

19 The June 8, 2008 Risk Regirtcr includes an item which is rindsr to the Higli Risk Mitigation Plan, liut the documcnn 
required to close out r l k  High Risk hlitigadon Plan could not be located. 

20 Extended Power Upraf~s, P~oj-ojecr Update, Turkey Point, J d y  25,2009, pp. 25-26. 
2‘ Ibid. 
22 CR 2008-37753. “Additional Informadon,” Uccembcr 10,2008, p. I .  
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progressing on schedule and within budget.“ Additionally, this pre-filed direct testimony stated 
‘Therc arc no changes at this time to the total non-binding cost estimate provided in May 2008 in 

I Docket 080009-Iil.;;” At the same time, FPI. submitted &e pre-fdcd, d&ct testimonies of = 
2 
3 1- and h.k.Jolin J .  Reed, Choirman and CEO of Conccntric2’ 

A t  tbc cnd of Mar, 2009. the EPU Proiect manaecnicnt tcam reuorted to the ESC that the Rechtcl -~~, ‘, ~.. ~~~~~ ~~ 

EPC estimates bad increased to a level in excess of Bechtel’s hdicativc bid?’ The ESC is charged 
with corporate Rovemancc of the EPU Project, and includes 

FPL Group’s I’rcsidcnt, and s e i m d  others. This increase was reported to 
1 ~~ ~~~ 

be tlie result of higher than expected projections of field non-manual and manual labor hours.21 
Similarly, the current EPU estimates were reported to include redundant projccr managemnent and 
oversight costs \vhich the EPU Project management team believed may be able to be eliminated to 
reduce the EPC vendor’s forccast.” Rnally, it was reported that the EPU scope had grown larger 
than the indicative bid presented in Novwnbcr 2008. ’Ihc EI’U 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 1” csthnatcs.” A target completion date of June 30,2009 for the 
new “ l e d  1” estimates was presented to the ESC at this 

l~ollowing the May 2009 ESC presentation, the EPU Project management team undertook an El’U 
Modification Scopc Review for both PTN and PSL.” The results of thcsc reviews were reported on 
lune 16, 2009 and recommcndcd the ehnination of a substantial number of niodifications as not 
necessav to operate in a n  uprated conditioti.” 

The subsequent ESC nieeting was held on June 23, 2009? In this presentation, the EPU scnior 
rnanagcmcnt team noted that the EPU Projects were coniplcting ‘‘level 2” estimates and reiterated 
the conccrns related to the EPC estimates since Bechtel’s indicative bid in November 2008.” This 
presentation was relatidy short and precipitated a much more detailed cost rcvicw inJuly 2009. 

During the intcn-cling period behveen the June and July 2009 ESC prcscntations, the EPU Project 
team expended considcrablc effort to produce R detailed, “line-by-line” cost rcvicw for both the PSL 
and l’TN project. Concurrently, a decision to rcplacc the El’U senior management team \vas madc. 
A s  a result WL‘s executive team recruited four employees for tlie E1W Project team uiduding a new 

5 an an and the 
6 These individuals ~ e r c  selected and recruited from within FI’L 

behveen the end ofJune 2009 and July 25, 2009, 

26 Ibid. nt pp. 2-3. 
2) %rich Power & Light Comnpmy’s Petition for Approwl of Nuclear Power Plant Cost Kecove.er). Amount for the 

Period January - December 2010, May I, 2009. 
28 Extended Potver Upmtes, EXCC~I~VC Stccring Committee Update, Saint Luck PC TtlrX-e). Point, blny 2009 p. 3. 
29 Ibid., p. 14. 
30 Ibid. 
JI Ibid., p. IS. 
J2 Ibid., p. 18. 
13 PTN EPU Scope Rcxiew dated June 2009, PSLEPU bladification Scope Review dnnd June 16.2009. 
JI IMd. 
35 Extended Powcr Upcltes, Fxecurive Steering Comrilittee hleetkg, Saint Lucie & Turkcy Paint. June 23, 2009. 
J6 Ibid.. p. 12. 
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At the July 25, 2009 ESC presentation, the new EPU senior inanagement team was introduced and 
the ESC was briefed in detail on the revised cost forecast. At this time, the forcwst for PTN was 
revised upward by approximately $lGl million from $749 million to $920 million.” Similarly, the 
PSL forecast was revised upward by approximately $140 nullion from $656 millio~i to $796 million. 
The slides which presented this information to the ESC noted that the “current budget” was bcing 
increased to tlie “current forecast.”” Sirnultaueously, the ESC was advised that the May 1, 2009 
NCRC feasibility filing had been based on included the original 2008 cost forecast, aiid revised 
feasibility scenarios were presented based upon the current forecast as of July 25, 2009.’” These 
revised feasibility scenarios confirmed the continued cost effectiveness of the EPU Projects. FPL 
has reported that the ESC assigned additional action items related to the revised forecast to the EPU 
Project hIanagement Team. ’Ihcse action items included continued negotiations to reduce Bechtel‘s 
costs. 

Follo\ving the July 25, 2009 ESC rneeting,-lcft thc EPU Project and returned to FPL’s 
Nuclear Projects Department?' 

No ESC meeting was held in August 2009, but both EPU Projccts produced a cash flow report. In 
die case of PTN, the Total Project Cash Flow report was not updated to reflcct the revised forecast 
that had been presented to esecutive managcmcnt on July 25, 2009.“ In contrast, the PSL Annual 
Project Cash Flow report was reviewed, tlie budget performance indicator was dianged to red, and 
the total project cost surnniaiy presentcd 011 this report continued to be shown as “under review.”” 

38 

I 

‘2 On September 8, 2009 dic NCRC lieariiigs in Tallahassee began. During these hearings t h e m  
testified that should he be asked the sanie questions containcd withiti his 

pre-tlled, dlrect tcsttmony u s  answers would remain thc same.‘‘ 

On Septcmber 9,2009, the ESC was prcscnted wid1 a newly revised forecast that further increased 
the cost the EPU Projects by approximately $104 bIA1 total for both sites.”’ This presentation stated 
that approximately 30% of the.total project costs have “high certainty.”“ 

At the October 22, 2009 ESC meeting, thc ESC was advised that the current forecast for the 
projects was unchanged, but that tlie contingency had decreased by approximately $12 inillion.’” In 
addition, the AFUDC estimate was dccreased by approximately $150 nullion to $200 million.‘“ A 
footnote in the presentation indicates the AIWDC \vas reduced to reflect FPT.’s pro-rata share of 

3 

37 Extended Powcr Upmtes, Project Update, Turkey Point, July 25,2009,p 5. 
3s Extended Power Upmtes, Project Update, Saint Lucie, July 25,2009, p. 8. 
39 Ibid., p. I1 ~,nlE~tended Power Upmtcr, Project Update, Turkey Point, Jnly 25,2009, p. 8. 
‘0 Ibid. . 50. 

Le1ter. 
l’ 42 dmjm Cash Flow, 1’1N EPU Plolect 2009, A,,~,St 2009. 

43 Annual Cash Flow, PSI- EPU l’rojec 

Extendcd Powcr Upmtes, Esecudve Steering Committee, St. Jxcie and Turkey Point, September 9,2009. 
1‘ Ibid., p. 9. 
47 Extended Power Uprater, E x c c u ~ ~ ~  Skccing Committee, St. Lwie and liirkey Point, October 22,2009. 
48 Ibid., p. 6.  

u nit 1 2009. 
S 48 Tmnsctipt of Direct Exainhition o - Scptembet 8,2009. pp, 208-209. 
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PSL Unit 2? The reniaining values shown in this presentation are depicted as the full cost of the 
EPU Projects regardless of ownership. 

Also in October, PSL produced hvo different Annual Project Cash Flow Kcports with different 
budget performance indicators and different total project cost summaries. The first of diese reports 
is dated October 1, 2009.” This report includes a red performance indicator and the total project 
cost sumnaiy js listed ils “under rcview”. The second report is dated October 2009. Thc budget 
performance indicator in this report is listed as yellow and the total project cost summary is changed 
to $651 million?‘ N o  one wttli whom Concentric spoke could explain thc diffcrencc or the reason 
for the hvo reports. . 
B. Ke! Conclusions from ChronologJl 

Concentric has developed the follmvuig conclusions which are rdcvant to the three key qncstions 
noted in Section I1 to be relevant to the prudence of FPL‘s nianagelncnt decisions and tlie hvo kcy 
questions related to the information development and distribution within FPL 

e ’Ihc original F”1. and Shaw scoping studies provided tlie basis for F’PL’s decision to proceed 
with the E1’U Projects in 2007. 
Tlic EPU senior project management \vas alerted to tlie potential for the forecast to increase as 
early as April 2008 through CR-2008-11443. 
The IiPU senior project management reviewed a p r e l i n h q ,  revised forecast for PSL as early as 
December 2008 and a more refined version of this analysis in Februaty 2009. 
The EPU senior management prepared tlie July 25, 2009 ESC presentations with the intent of 
providing B detailed, hie-by-line review of die changes to the forecast. 
As of July 25, 2009, FPL believed tlic E1’U Projects continued to be economic based on the 
rcviscd forecast and projected incremental output. 
The-was aware of and had assisted in die precscntation of a revised cost 
estimate to Fl’L’s executive managers on July 25,2009. 

0 

rn 

I 

V. 

In determining \diether EPU Project costs were prudently incurred, tlie FI. PSC will be concerned 
wit11 hvo items. First is whether thc decision to proceed with die project was prudent based on tlie 
expected economic and odiw benefits to Fl’L’s customers. That qiicstion is addressed below. 
Second, the FL PSC will bc concerned wit11 whethm the EPU Project’s costs wcrc prudently 
incurred. This question is addresscd in Section VI. 

FPL’s Decision to Proceed with the EPUs 

The initial decision to proceed with the EPU Pmjects was made in Augiist 2007 on the basis of 
FPI.‘s prehninaiy scoping analysis which predicted, at a high level, which plant components woiild 
require replaceiiient or modification to support the increascd output of the plants?’ As was 

‘9 Ibid., pp. 6, 18. 
50 Annual Cash Flow, PSL EPU Project. October I ,  2009. 

Annud Cash Fbn: PSLEPU Project, Octobcr 2009. 
5l Shnv Stonc Pr \Vebster, Iac., Xuclcev Point Nuclear P c of Pln tit. Extended Po\ -, 9 

ScoolnpStud\., February 2008 
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necessarily the case, this work was completed abscnt any detailed design work. The information 
presented in this study was used as one component of a feasibiliv analysis which compared the 
op,mting cost of FPI.’s portfolio of generating resources with and without the EPU 1~rojccts.i’ In 
addition to tlie estimated cost to complete the EPU Projects, this analysis relied up011 the projected 
level of iiicrementnl output, the coniinercial operations dates of the EPU Projects and the duration 
of the outages. To the extent tlie resource portfolio that included the EPU Projects was projected 
to be cheaper to operate than tlie generating portfolio absmt the El’U Projects, it was deemed the 
D1’U Projects were in tlie best interest of FPL and its customers. Thus the qucstioti becomes would 
reporting of the revised forecast to FPL’s Executive Ahagenxnt  have materially affcctcd the 
feasibility analysis and influenced FpL’s executive mauagcmcnt’s decision to proceed with the EPU 
Projects in 2008 or again in 2009? 

It would not bc appropriate to assume FPL’s exccutivc management should have become aware of 
tlie revised cost cstiinate in December 2008. Tlic cstiinate that was prepared at this titile was 
prehninary in nature and warranted additional review by tlie EPU Projcct team to fiirtlier align it to 
tlic EPU senior manage~nent’s objectivcs for the EPU Projects. \k’hinlly all intelviavccs agreed with 
this conclusion. 

It is Conccntdc’s conclusion that, at-best, awvarcness of a revised forecast could have bccn improved 
by five months. Concentric believes the five ntontli timefmine is appropriate given the Febluay 
2009 meeting between the El’U senior manageiiient and the PSI> projcct team. As noted above, this 
meeting followed an initial review of the PSL cost estimate in December 2008. Following a 
conclusion as to how much awareness of the revised forecast could have improved in the “best case 
scenario,” Concentric evaluated wlictlicr this would have affected Fl’L’s decision to proceed with 
the D1’U Projects. In this regard, it is important to note that roughly contemnpo1mcous with the 
revision to the cost estimate, FPL also learned that a higher level of incremental output may be 
produced by the EPU Projects, TIUS additional output was the rcsult of more detailed engineering 
which had bcen completed since the original scoping studies in 2007.’‘ 

As noted above, FPCs decision to proceed with the EPU Projects was based on an economic 
feasibility analysis which relied upon the cxpccted incremental output of tlie hcilities as well as the 
espected cost, among other items. Due to the increase in the projected output of the EPU Projects, 
the economic feasibility analysis was not substantially affected by the revised cost estinlate. Indeed 
theJuly 25, 2.009 ESC presentation for PSL indicates that, when both the higher costs and gcatcr 
output are considered, the EPU Projects continued to be economic, although approximately 14-59% 
less so, as compared to the information submitted on Ahy 1, 2009 to the Fl PSC? Advanced 
awareness of the increased cost estimate in the best case scenario would not have altered FPL‘s 
decision to proceed with tlie EPU Projects. Ibrtlier, Concentric notes that pmdencc is dcfiiicd by a 
range of reasonable actions, not by perfect or  even significantly above average performange. TINS, 
EPU Senior Management did not act impnidently by presenting thc revised forecast to the ESC in 
July 2009 rather than Februaty 2009. 

53 Florida Powcr & Light Company’s Pctitiori to IJeterm&ie Need for Expansion of Elcctricnl Power Plnnts arid fot 
Exemption from Rule 25-22.082, F.A.C., Dockct No. 070602-EI, September 17,2007. 

Y Extended Power Upmtes, Project Updntc,’Jlukey I’ojnt,Joly 25,2009 nndFxteodcd Power Uprater, Project Update, 
Saint Luck, July 25,2009. 

a Extended Powr Uprates, Project Update, S&t Luck, July 25, 2009, Pg. 50. 
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VI. T h e  Review and Approval of EPU Costs in the NCRC 

Letter has illustrated the distinction behveen the cost estiniation 

‘L I’SC‘S the actual expenditure of company or customer dollars. The later is more critical to tlic 1’ 
review and involves the actual expenditure of company and customer dollars OK the conunitnient to 
do so a t  a later date. 

Th- Letter indicates- concerns are specific to the cost csdmation process within 
the EPU Projects and more specificall tlie repotting of revised cost estimates to 1’1’L‘s executive 

x inanaeeinent and the FL PSC. Tli e h  Letter does not idcntifv anv costs which are the result of 

L Concentric’s review of the 
process and the costs. The former is the projection of future costs without 

’2 

- I .  D - 
4. 
5 our inteivicicw with - an impiudent action by FPL. Conccntcic confvmed this understanding of the-Letter during 

Similarly, Concentric found 110 indications of costs that were tlic rcsdt of imnpmdent decisions or 
actions on thc part of FpL’s management. ‘I’his conclusion was reinforced by all intenriewvecs. 
\Vhen asked whether thcy wcrc aware of any costs that should not be passed along, the unanimous 
answer was ‘(no’’. Indeed,. acknowledged during our interview that “the costs d l  be 
what thcy [are]’’ and his concerns arc d a t e d  to what infomiation 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 impmdent dccisioii-making. 

VII. 

A. SmDe of Iixpiiy 

The chronology of events presented in Section lV of this rcport led Concentric to focus on the 2009 
NCRC proceediigs” in order to assess whether the inforination prcsented by FPL in those 
proceedings relating to the EPU cost estimates, schedule, and cost-effectiveness w a s  accurate and 
consistent with tlie standards expected for testimony before, and submissions made to, a replatoty 
agency. ’flus includes ensuring that approved changes to the projcct forecast were clearly 
coinmunicated to thc FL PSC in a tinielg manner. 

There were three sepaiate sets of activitics in the 2009 NCRC proceedings in xvluch information 
about thc status of the EPU \vas presented: 1) pre-filing of testimony, both direct and rebuttal, 2) 
production of docutnents and answering of intcrrogatoiies in tlie discovery proccsscs, and 3) 
testimony at  the hearings. In the 2009 NCRC proceedings, ptc-fded testimony on these matters was 
subtiuttcd on May 1, 2009 (direct) and August 10, 2009 (rebuttal); documents were provided and 
interrogatories \VCPC responded to from January, 2009 tlxough the hearing; the hearings on these 
issues were held on Scptctnbcr 8, 2009?7 Since an important element of this investigation has been 
about tlie timeliness of iiiternal and external information flow, wc have chosen to examine FPL’s 
actioiis in the three separate timeframes discussed above. 

4 

T h e  Plow of Information to the PL PSC 

FL I’SC Docket No. 09OOOY-EI. 
57 Ibid. Prc-Gled testimony WAS also Gled on i\hrch 2, 2009. That testimony relatcd to 2008 COSIS. Given Concentric‘s 

conclusions in Section VI, the testimony is not addressed in this section. 
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FPL presented four wimesscs in the 2009 NCRC proceedings on issues relating to the EPU 

1 FPL" 

Mr. John 1. Reed, Chairinan and CEO of Concentric", and 
2 rnIL59 

3 FPL."' 

'l'lic issues within the scope of this investigation, ;.e., the rojcctcd cost to completion, schedule, and 
Y. cost-effectiveness of the EPUs, were ptesented in p direct tcstirnony", and the 
5 exhibits sponsored by liiii, and that infortnation was used in - cost-effectiveness andyscs."' 

h4r. Reed's testiniony related to nuclear ptoject controls, procedures, policies, and practices, and the 
prudence of Pl'L's costs. IIe offeted no estimate of the projected costs to completion or opinions 
on the cost effectiveness of the El'Us. -testimony related to the accounting for FPL's 
incurred costs and the 2009-2010 projected costs.G( Shc did not offer any estimate of the projected 
costs to coniplction or opi~uons on the cost effectiveness of the EPUs. Thcrcforc, our review has 

q focused 011 the tcstirnony 0- and, to a lesser extent, - 
g 'lhe pre-fded Direct T e s h o n y  filed by - on Map 1, 2009 included the following 

statements: 

'The EPU Pi+s mr pivgiwiig oii schediile mid withiii bii&tf, fo detiiw the s116stoiitiot hie@ 

dndditioiinl iiiicltorgeiieintiig copmi9 to u/sfo/iiersJvlii ITL'S dstiig SI. L n r i e  (PSL) iiiiifi 1 
e9 2 mid Eirky Patiit (Pmv Uiiifs 3 e* 4 /i//~rtflrpoii~rpffl/ifs. "j 

'Theit oi'1 iio choiges ot this tiinc to lhe f o f d  tioii-biitdiig msf tstiii/~~tcproi~~ie~i iii M y  2008 iii 
Dorkef 080009-El. A i d ,  os dei/Ioiisttnttd lg FPL i v ; f i i t s sm the i!bin/epivjed miif;iiiies fa h 
cost @ctim iuheii roqboied to the nddi/iow of othergeiieiotioii dteriio/iiies. '" 

'Yppriidi.y 1 brhides /be TOR a/Jed!des tho/ cojqbore /he c/iirw/piujpl./ioiis to Fl'L's orfgiiio@ 
Jled St. h i e  mid Tiirky Poiiif t'osts . . . Af this t h e ,  FPL hm not ideiitped my iited to iwisr 
the loto/ iioii-hiiidiig mst esfiim/e pioiiided /os/ M y  iii Dockc/ 080009-EL As ivorrld be 
e.Ypecte4 the Gqbfliy mii/iiiiies to mihiafe the rosfs msorfofed wifh thispiujpcf. As ocfiuitits slich 
os j m d  tigiiireifig oii+es wid dts@ moriofcd NRC ivqiiirwiiciifs mid iwieivs, mid 
roiist~l/rt;oiip/fliiii;i~ nre l i m y  .'em4 d$iied, /he Coybq  iidl  mike [iitJI iiewssngl rwisioin f a  fhc 

9 

Direct Testimony o-~, Docket No. O!X7oW9-El, hlny 1,2OW. 
in July, 2009, nrid left PPL m anuary, 2010. 
Dircct Testimony of  1 Docket No. O!lOWO-EI, Alas 1,2009. 
Direct'restimony ofJohn J. Reed, Docket No. 090009-EI, M a y  I, 2009. 

Direct Tcsdmony of  - Docket hTo. WOOW-EI, Alas 1,2009. 
Direct Tertiimony o 

D k c r  Ter&uouony of- Docket No. 090009-EI, hlay 1,2009. 
Dircct Testimony of- Docket No. 090009-EI, hhy 1,2009, 
Direct Testimons of 
Ibid., pp. 2-3. 

Docket No. 09000%EI, hlay 1,2009. 

. r, Docket No. 09OOW-EI, hlny 1,2009, p 

hlr. Kundalkilr left thc EPU Project 

.2. 
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oii@uil cos/ akiimit. T h  TOR sthtdiilts )rntiidc the bmi iifowiaiioii riiiwiif!r aidahfr for fh 
MSI rzcow-jpe~od t h i g h  2OW.I.’” 

I The TOR (Ih~e-Up to Original) schedules include Schcdulc TOR-7, which w a s  spotisorcd by = 
and wvl~ich continued to rely on the cost estimate subnutted in Docket 080009-EI, along 

with a restatement of the caveat that tlie Company continued to evaluate the costs of the project?’ 

As of A4ay 1,2009 (tlie date tlieprefded testimony quoted above was filed), the followving events had 
transpired: 

‘2 

. 
3 . 

. 
s *  

11 Condition Report (CK-2008-11443) dated 4/3/08 inised concerns about the 
validity and reliability of the EPU cost estimate that was used in Docket 070602-EI” 
and that-lcontinued to use in May 200970 
The PSL EPU trend reports for August 2008 through November 2008 had mised 
concerns about substantial underestimation of tlie PSL project costs7’ 
On November 7,2008, Bechtel informed FPL that its estiinate of costs for the PTN 
EPUs liad increased by $37 inillion; this lighcr value \vas used in the Bechtcl 
contract 
In early December, 2008 the EI’U’s Project Controls Group identificd that the May 
2008 cost estimate was likely to be too low given the Rechtel contract and cost 
11 Condition Report dated 12/10/08 concluded that the rcsolution of thc 4/3/08 
Condition Report \vas a “missed opportu~lity’”~ 
On February 17, 2009, -\vas presented with an analysis prepared by 
Project Controls and die 1’SL site that their forecast for PSL was $129 million above 
the May, 2008 estimate” 
By h.Iarch 26, 2009 thc 1’YN site team had also concluded that the cost estimate 
should be raised above the May 2008 estimate; a decision \vas made to not use the 
higher cost estimate because it was considered ‘preliminary”7‘ 
-participated in developing a presentation in late llpril/early May 2009 
infornling the ESC that while Beditel liad estimated higher costs, the forecasts for 
PSI. and PTN wcre unchanged from the May 2008 cstirnatcs; thc Projects’ cost 
status is shown as “green.””’ 

As shown by this chronology, the EPU’s cost cstitnatcs were clearly in a state of rapid flux by May 1, 
2009. \Wile there was niountin evidence to indicate that an upward revision to the cost estimate 

1 6 was likcly, as of hIay 1,2009 &had not reported such a n  increase to the ESC nor had 

67 Ibid., p. 24. 
7 6% DL-ect Tcsumony of-, Docket No. 090009-E1, Exhibit 1, May I, 2009, p. 104. 

69 Florida Power RL Light Compny’s Petition to Determine Nced for Expnnsion of I?lcctiicnl Powcr Plnnts and for 
Escmption from Ruk 25-22.082, F.A.C., Docket No. 070102-EI, September 17, 2007. 

70 Extended Po\wr Upmtes, Project Update, Turkey Point, July 25,2009 mdExtended Power Upmtes, Project Update, 
Saint Luck, July 25,2009. 

7’ PSLTxend Register 
72 CK 2008-37753, “Additional Infornlation,” Dcccmbcr IO, 2008, p.1. 
7J  summa^ Cash Flow EPU ’Ibtll090217 Reviewd.ds, “PSL EI’U I’rojecr Ibtal,” P e b m q  17.2009. 
’4 E m d  from- to anonymoos recipient, March 26,2009. 
73 Extended Power Upmtes, Executi\.e Steering Committee hleedng, Saint Luck Pr Turkey Point, hlay I ,  2009, p. 8. 
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I an increase been approved. \%at -had reported to tlie ESC \vas consistent with what 
his Direct ‘l’estimony reported to FL PSC. Additionally, Schedule TOR-7 appropriately indicated 
the Compny continued to evaluate the costs of the EPU Pmjects. 

c. Ln tClIOF&!&)&SResoOl ises and Produc- 

Concentric requested, received and reviewed all documcnts produced and interrogatoiy responses 
submitted by FPL in Docket 090009-E1 and pertaiming to tlie EPU budget, schedule and cost 
effectiveness. OUK review led us to follow up on one ititertwgato7 respotise, submitted in response 
to Staff‘s Fifth Set, No. 53, for furtlier analysis.” This interrogator). response, which is attached as 
Exhibit 9, sought a listing of each analysis that FPL was offering to satis6 the tequkcments of 
Section 366.93(5) F.S., which requires an annual co~nparison of the budgeted and achial costs as 
compared to the estimated in-semice cost of nuclear projects. The response, which \vas submitted 
on August 17,2009, refers to Schedule TOR-7 which contains the Conipaoy’s annual comparison of 
budgeted and achial cost. Schedule TOR-7 was submitted on May 1, 2009, and is described as a 
“snapshot” of a continuous process.” 

Behveen May 1, 2009 and August 17, 2009, major changes were made to the forecast for the EPU 
Projects. On May 31, 2009, tlie I’TN EPU budget indicator was shown as red, indicating a sexious 
challenge to meeting the existing budget.” On June 3, 2009, Beclitd submitted a ‘T50” (mean 
value) cost estiniatc for PTN that was $108 inillion above the May, 2008 On June 23, 

-7 2009, - advised the ESC of the Bechtel estimate", and the ESC insuucted him to 
prepare a “hie-by-line” updated forecast for the projects to be reviewed a t  die next ESC meeting. 

3 This updated estimate was prepared at the direction 0- by several staff reportedly 
 ork king seven days a meek for a inonth and was presented to the DSC at an &day, Saturday 
meeting on Jul 25 2009. In the week leading up to that meeting, the EPU leadership team was 

7 replgced, and -\vas reassigned to a position outside of the EPU, although he actively 
partmpated in the July 25, 2009 presentation. That presentation established new cost estimates for 
the EPU Projects which were approshately 21% higher than the May 2008 estimates!’ Therefore, 
Schedule TOR-7, which is refmred to but not attached to the response to Staff 5-53, was out of date 
by August 17,2009. 

However, the interrogatory oidy asked for a lisiiig of the responsive analyses, not for FPL’s current 
or updated analyses. Concenuic views the response to Staff 5-53 as being accurate, reliable, and 
responsivc, even though the docuincnt refetred 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  die time. 

76 nEsponre to Dockt  No. 090009-E1, Staft’s Fifth Sct of Intenogatorics, Interrogatoq No. 53. 
77 Ibid. 
78 Totnl Project Cashflow, PIN EPU Project 2009, May 31,2009. 
79 Fstcnded I’owei Upratcs, Project Update, Turkey Point, July 25,2009, pp. 25-26. 
60 Estcnded Power Upracer, E ~ e c u u v e  Stcering Committee Rleeting, S a d  Luck & T~rliey Poitit, June 23,2039, p. 12. 
81 Extended Porvcr Upratcs, Project Update, Turkey Pouit, July 25,2M)9 0,nlEstendcd I’o\ver Uprater, Proiect Update, 

Snint Luck, July 25,2009. 
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@I As stated earlier, v a n d = a p p c a r e d  at the NCRC hearings on Septcinbcr 8,2009. 
Q A t  the headrig, the o owng excliangc took place behveeo -nd coiinsel for FPIb’: 

3 

Q. 
IIIISUWX he the s m e ?  

A. Yes, thy woi~ld I,. - FPL nsju that thcprgteri diwt tcstiiiiojg he iiisertwl into the mord uf 
th01gh lurid 

!f I nskfdn’~.o~{ the snim qimfioiis miitniiicd in Joiw p~.fil.n diud fulinioig, uwidd~oi~r 

LI 

’l’hc mcliauge with counsel had the effect of asscrting that all of the statements in the pre-filed 
testimony, and the exhibits sponsored by -remained tnithfiil and accurate as of 
September 8, 2009. This followed- introducing several corrections to errata in l& 
pre-fded tcstlnony, and updating his ptefiled testimony to reflect his new title and responsibilities 
with FPI... 

As of September 8, 2009 -had participated in the dcvdopment of highly detailed cost 
projections for the EPU Projects, and had presented these new estimates to several senior 1TL and 
contractor personnel on July 25, 2009.8’ ’Ihc 11cw estitnates for PSL were caveated as still being “at 
the conceptual I c ~ e l ~ ”  (as were the May, 2008 estimates’j and t11c cormnent was made that the full 
scope was still not luiowii. However, the new values w a c  clcarly labeled as the “Current Forecast,” 
and the statement was clearly made that the “Current Budget” (the May, 2008 values) was being 
incleascd to the “Current Forecast.”“ ?be July 25. 2009 presentation offers an extensive 
perspective on thc shortcomings of the May, 2008 estiniates and the lessons that should be learned 
from this experience.” Concentxic also notes that the ESC was explicitly advised that the new cost 
estiniatcs wcre inconsistent with the May, 2008 and May, 2009 data that had been presented to the 

PSC and that scvcral new economic feasibility analyses had been performcd, wlicb updated 
those analyses that had been subtnittcd to the FL PSC eleven weeks earlier!’ The new feasibility 
analyscs continued to show that the projects were beneficial to customers, although less so than in 
the htay 1,2009 ffii1g.b’ 

5 

7 

5‘ Based on the information prescntcd above, Concentric has concluded that by the time 1 
resented on Schedule TOR-7, 

lo and the testimony rclatcd to it, was out-of-date. By this time P i a d  presenteci revised 
- took the stand on September 8, 2009, tlic inforinktion 

8.2 Transcript of Direct Exmnination of-, Septcmbcr 8,2009. pp .  208-209. 
“3 hkeiing request for EPU Saturday Session, July 25,2009,800 Ah1 to 330 PAL 
a Extended Powcr Upratcs, Project Update, %Lit Luck, July 25,2009. 
85 Florida Power PC Light Company’s Petition to Determine Need for Expansion of Electrical Power Plants and for 

Exemption from Rule 25-22.082, PAC., Docket No. 070602-E1, September 17,2007. 
Extended Power Uprater, Project Update, Turkey Point, July 25, 2009 niidE~tendcd Power Uprates, Project Update, 
Saint Imie, July 25,2009. 

9’ Ibid., pp. 38-40 and pp. 51-52, respectively. 
Extended Power Uprntes, Pmject Up&te, Saint Luck, July 25,2009, pp. W49. 

80 Ibid., p. SO. 
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cost estimates to the ESC, and the EPU I’rojcct management team had begun relying on the revised 
cost estimates. Our opinion in this regard is also supported by the statements of nearly all of the 
EPU Project personnel we interviewed (other than the two individuals that participated in the 
decision to not update tlie testimony). 

defended thc Scptember 8,2009 reaffumation of his pre- In  OUT interview with him 
Gled testimony 011 the grounds t iat the July 25, 2009 cost estiiiiatcs were prepared assiunkig the 
validity of many unapptoved scope changes and manpower estimates, and that they were a no bcttcr 
than a “guess” with little support. He also indicated that he does not recall any discussion with 
regard to whether the updated estimate should be prcscntcd to the FL PSC. 

Concentric agrees that the new cost estimates were based on only partially completed engineering 
and design information, and that they wcrc still subjcct to revision as new infortnation became 
available. However, that is always the case with a construction program such as the EPU Project, 
and continues to be thc CIISC today. These facts do not support the continued use of information 
that was based on even earlier conceptual designs and out-of-date manpower and material estitnatcs 
and wvluch did not take into account execiited major contracts. The new estimates were the product 
of more than a dozen people working extended hours for a month and had bccn rcviewcd by ever). 
level of management in thc EPU organization. They reflected far more knowledge about the scopc 
of the EPU Projects than had been used in the 2007-2008 Shaw scoping analysis, materials cost 
estimates that wcrc based on more recent data and nianpowex estimates that rcflcctcd thc rcvised 
scope and loading estimates prepared by Bechtel. Most importantly, they were presented to the 
executives of FPL in charge of EPU governance (and \vho wcrc responsible for approving budget 
changes for the projects) as the best “tine-by-line” estimates available at the t h e ,  werc materially 
different from the 2008 estimates, and have continued to senre as the refcrence point for all 
subsequent revisions to the cost estimatcs, including those that were submitted to the FL PSC in 
May 2010. In short, wvhile the July 25, 2009 and subsequent cost forccasts are and were preliminary, 
they represented the best infortnation available at that time, were relied up011 by FPL, and wcrc 
more advanced that the 2007/2008 cost projections. Concentric’s discussions with Company 
personnel have indicated that the fact that the updated feasibiliv analyses prcsentcd to the ESC on 
July 25, 2009 confirmed that the projects stiU offered si ficant value to customers may also have 

testimony. \Y%ile Concentric 
3 agrees that the new analyses confirmed the conclustons - in testimony, we believe 

been an consideration in the decision to not update 

that a $300 million, or 27%, increase in the projected cost of the EPU Project should havc been 
discussed in the live testimony on Scpteinbcr 8,2009. 

The documents wc have reviewed, and our inteiviewvs, also indicatc that thcrc \vas considcrable 
uncertainty among the project staff in September 2009 as to whether the new cost estimates wcrc 
approved or not, and internal Keports wccc inconsistcut in their use OK noli-use of the updated 
forecast (scc Section VTII for additional details). The EPU staff had expelienced significant 
turnover and was also undergoing a majot reorganization at that time, which appears to have 
contributed to the lack of clariv on tlus point. 

I I 

2 

‘i( Concentric has found no evidence to suggest that- FPL’s witncss on the cost cffcctivcness 
of the EPU Projects, had any knowledge that updated cost estimates had been presented to thc 
ESC. It is out understanding that he relied on the cost estimates provided on Schedule TOR-7, as 

S sponsored byi-; aiid-ivas not in the EPU orgnnization or the Nuclear Division 
of FPL. 
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VIII. 

Concentric’s investigation into this matter has produced the below recommendation for process 
improvement. These recoinmetidations are intended to improve the distribution of information 
within lVL, the NCRC docket team and to the FT. PSC. 

Recommendations for Improvements Related to the NCRC 

1. 

2. 

3. 

4. 

IX. 

Concentric recommends that thc process be changed in order to provide timely and ongoing 
information within thc NCRC docket team throughout each NCRC review cycle. This will 
help to ensure that any updated information is fully discussed within the NCRC docket team 
and prevent future concerns related to flow of information to the FL PSC. Concentric has 
been informcd that this change has already been implemented. 

Similar to the recommendation above, FPL and the IiL PSC staff should revisit the issue of 
intra/intwc).cle don~inetit production. The ongoing production of a limitcd number of key 
project documents could enhance the FL PSC staff’s understanding of the projects and how 
they are developing on an 011-going basis. 

The NCRC docket team has included and continues to indude a number of first tinie 
witnesses or witnesses with limited experience senkg in this role. As a result, it is vitally 
important that FPL’s Law and Regulatoty Affairs Departments continue to provide explicit 
instruction and guidance to these individuals. It is our understanding that the importance of 
updating one’s pre-filed testimony and cxhibits is an explicit part of the witness training 
program, which we believe should be conveyed through written instructions. 

As part of our investigation Conceiitric rcvimved the list of invitees to the ESC 
presentations. Noticeably absent from these lists of invitees in 2009 was a rcpresentative 
from FPI.’s Regulatoiy Affairs Department. Given the importance and scale of the EPU 
Projects, and the alternative cost recoveiy treatment being afforded to these projects, a 
relatively scnior mnnber of Regulatoiy Affairs Departnient should attend each future DSC 
presentation. It is our understanding that this change has recently been implernented. 

Information Development and Distribution within FPL 

The below discussion relates specifically to IiPL’s intcrnal distribution of EPU Project-related 
inforination and forecast. In Concentric’s view, the bclow discussion should not be misconstrued to 
dctennine die prudence of FPL’s decision making processes and thcrcforc should not impact the 
recoveiy of costs through thc NCRC. 

As described in Section IV, the initial El’U Project budget \vas established by the FPL and Shaw 
scoping shldics in 2007 and early 2008. The EPU Projects also established a varict). of project 
instructions which identified the proccss for addressing changes or risk to this initial forecast. Thcsc 
Extended Power Uprate Project Instructions (Y3TIs”) were fwst developed in spring 2008 and 
\vert updated at  various points in the project, including following the introduction of a tiew senior 
management team in July 2009. Concentric’s review of the EPl’I’s have identified thee  wvludi are 
relevant to the reporting of revisions to the cost estimates within FPL 1) EPPI-300, EPU Project 
Change Control; 2) EPPI-320, Cost Ustitiiatitig; 3) EPPI-340, EPU Project Risk Management 
l’rogain. For puiposes of our review of these instnictions, Concentric has segmented our review 
into the period preceding July 25,2009 and that afterJuly 25,2009. 

Page 17 of 23 



CONFIDENTIAL 
W L  153007 

NCR-IO 

CONFIDENTIAL 

A. 

As early as April 2008, tlic El’U managctncnt tcam was made aware of concems about the adequacy 
of the Shaw scoping analysis arid associated budget. These concerns re-surfaced after the Rechtel 
contract was awarded in November 2008 and were brought to tlie attention of the EPU senior 
management in December 2008 and February 2009. By February 2009 tlie EPU Project Controls 
employees bad developed a revised cost estimate, albeit in preliminary forin, that projected a $129 
million cost increase for IJSL. ’Ihc revised estimate was within 2% of the values prcscntcd to tlic 
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 estimate until management had reviewed it fwther. 
‘lliroughoiit late 2008 and the first six months of 2009, Bcditcl submitted scvcral revisions to its 
cost estimates, all of which wcre substantially higlier than its indicative bid and higher than die 
estimate developed as part of the Shaw scoping analysis. 

These events followed the publication of EPPI-300 on March 4, 2008. This project instruction 
establislied R formal process for identifying atid tracking potential changes to tlie initial project 
budget. EPPI-300 describes the puipose of the trend program as follows: 

Pre-lulv 25.2009 I nformat ion Flow 

“This document shall be used for scope changes to Capital and O&iU sub-projects 
within the EPU Project. Changes to the approved budget Will be made using tlie 
approvcd Scope CIiangc/Trcnd Notice forni (SCN/TN) wvliich shall bccoinc part of 
the budget records.”” 

These potential changes wue  divided into scope changes (i.e., additional plant modifications) or 
trends ( i q  increased costs of completing approved scope). In order to address a trend, EPPI-300 
dictates that the trend should be identified on a fornml ‘Trend Register” and B SCN/TN should be 
coinpleted to request changes to the project forecast. The SCN/TN was then routed to the EPU 
Director for approval. The process for addressing scope changes is similar, but requires additional 
review of the potential scope cliange to ensure it is necessary for the EPU Projects. Once an 
SCN/TN is initiated, El’l’I-300 rcquircs tlic El’U l’rojcct Cost linginccr to cstablisli a trackig 
nuniber atid the potential budget impact of tlie SCN/TN. The Project Scheduler is responsible for 
indicating the potential schedule inipact. Once this inforinatiou is added to the SCN/TN, it is 
routcd to the EPU Projcct team incinbcr with tlic appiwpriatc approval authority €or tlic potentid 
cost impact. Upon approval, the SCN/TN is supposed to be incotporated into the project budget 
and all future project reports.” 

Concentric requested the EPU Projects’ Trend Registers and all SCN/TNs since Januaiy 1, 2008 
and received many, but not all, of the SCN/TNs prior to issuing our report. Based on our review of 
the Trend Register and SCN/TNs between January 1, 2008 and July 25, 2009 it would appear that 
the EI’U Projects only partially complied with this EPPI-300. For FSL, a detailed and 
conscientiously maintained Trend Register was maintained between sunmier 2008 and at least Junc 
2009. However, it appears that the process for reviewing aud approving trends was not 
appropriately implemented at PSL. Many of the same trends were identified each month without 
rcsolution or incoiporation into the budgct. As R I ~  cxamnplc, in ncarly cvcry month bchvccn August 
2008 andlune 2009 a trend was noted with regard to tlie EPC budget. These trend inipacts ranged 

10 EPPIJOO, Project Chnngc Control, Pg 3, Rev 00. 
91 Ihid at 4-6. 
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between $10 million and $140 million. The EPC budget w a s  only increased by $20 tnillion during 
this period. Similarly, the PSL Project Team did not prepare SCN/TN fornis for trends that were 
includcd on the trend register. For PTN, it would appear that the trend register was kept up to date 
during this period w d  some of the trends or scope changes were outstanding for several months. 

Finally, many potential scope changes or trends appear to have been captured on the Risk Register, 
which, as discussed below was not synchimized with the project forecast, rather than the Trend 
Rcgistcr. l’or csample, tlie CR discussed in Section IV above, resulted in a “High Risk Mitigation” 
plan, but does not ai>pcar to haw bccu includcd on the trcnd rcgistcr. ’ l h s  potcntial scopc changcs . -  _ _  - - 
or trends were not ade uatel I reflected within the forecast. Concentric also noted that prior to July 

failed to identify a source of the funds on the SCN/TNs for 
nearly evciy orm. f I 25, 2009, tli 

EPPI-320 provides the project instruction for cost estimating, including the development and 
inclusion of contingencies and the estimates to be used on thc SCN/TNs dcscribcd above. This 
insuiiction was established in A,Iarardi 2008 and remains in effcct today).. Specifically, this instruction 
states that “estimates should include project risks, uncertainties, and contingency, These should be 
documented along with the methods for determining the percentage of risk and the amount of 
money associated with tlic contingency.” EI’I’I-320 also indcatcs that it is supplcmcntal to the 
Nuclear Projects Department Instiiictiou - 304 YNPDI-304”). 

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

4.7.6. As a gciicral rule, coiiccptual cstiinatcs should have a 25-30% cotitingcncy, 
Level I or prelitninaiy estimates should have 15-25% contingency and 1.evel 2 or 
definitive estimates a 5-10% contingency. The exact percentage is determined on a 
casc by case basis. 

The EPU Projects’ cost estimates fit the criteria for a conceptual estimate in 2008 and appear to 
havc achicvcd Lcvcl 1 status by tlie end of 2009. FPL’s practice prior to July 25, 2009 was to label 
the contingency as “Scope Not Defined”, or “Scope Not Estimated.” This line item, although it 
referenced the EPU Projects’ risk matrices, was then used as a balancing variable to show a flat 
overall forecast trcnd and w a s  not based upon project risk. As a result, the contingency was 
depleted inontli-b~-iiiontli, the Risk Register was never syuchronized with tlie projcct forccast and 
the EPU Projects no longer maintained R level of contingency that is consistent with FPL’s 
guidelines. In other words, the EPU senior management used the initial contingency as an 
“allownncc” that was to be used to meet increases in scope or cost rather than a value wluch reflects 
the risk remaining in the projcct, including tliosc idcntificd by tlic Risk Rcgistcrs. This pixcticc was 
acknowledged in the lessons learned sections of the July 25, 2009 ESC presentations by thc 
statements that “...undefined scope depletion not dealt with in a timely fashion.. .undefined scope 
allowvancc used in establishing base contracts and work left little for emergent items or increased 
scope.. must include undefincd scope allowance bascd on lcvcl of risk/progress on projcct.” 

92 NPDI-304, Estimate l’repamtion, Pg 9, Rev 0. 
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EPPI-340 was fwst initiated in Febivaiy 2008 and establishes a process to ensure that each 
‘TdcntiJied risk is recorded in a risk matrix, and evaluated for ptobability, consequence, cost, 
schedule and project impact.’’ The process set forth within EPPI-340 does not include a clcar link 
to the EPU Projccts’ foreasts, but rather is an evaluation tool for determining tlic lcvcl of 
uncertainty remaining in tlie project. Indeed, the July 25,2009 PSL ESC presentation states “current 
mdefuied scope allowance is not aligned to tlic risk matrix.. .looked at  the project only from a high 
lcvcl risk.” Because the EPU senior management used the contingcncy as a balancing variable to 
depict a flat forecast tucnd, the Risk h*Ianagement Program was never used as prcscribed by EPPI- 
340. At best, by early 2009, tlic risk registers became little more than a repositoq for project risks 
and with little or no connection to tlie EPU Projccts’ forccast. 

\Vith regard to the risk managenient process, the EPU’s assessment of  its omn performance during 
this period, as presented to the ESC on July 25,2009, was that: 

e 
0 

0 

It “underestimated the risk aud costs associated with the fast trnck project,” 
It “did not assess [tlic] capacity of [the] organization and costs,” and 
“Early warning on cost overmns and undefined scope depletion wcre not dealt with in a 
timely manner.” 

Concentric concurs with these asscssmcnts, and notes that many of these issues have been remedied 
tlxougli changes in procedures and the orgntlizational st~ucturc since July 25,2009?’ 

B. pQst-!uly 25- 

As part of its tmnsition, tlic ncw EPU senior managenient team has undertaken a process to revise 
many of the EPPIs to address inany of the lessons learned that were identified in the July 25, 2009 
ESC presentations. As described below, this proccss has included extensive revisions to EPPIs-300 
and 340. 

\Vith regard to EPPI-300, this instiucuon has undcrgonc at  lcast four revisions since July 2009 and 
has been updated to biclude inore rigorous trend identification, to more clcarly define tlic rolcs of 
each person involved with tlic trend program and to d e f i e  the theframes for review and approval 
of tliesc fornis. These revisions included a revision to tlic SCN/TN forms. “Ius revision changed 
the name of tlic form to explicitly include forecast variations. Similarly, the SCN/’IW forms being 
issued by the Project today dictatc the source of the funds for each scope change or forecast 
variance. The options for these fiinds include: 1) No cliangc to project budget; 2) Contingency; 3) 
Variance to approved budget; 4) Other. Noticthclcss, thc EPU Project continues to use the 
contingency allowvancc to fund scope changes, rather than maintainuig tlic contingcncy at a level that 
appropriately reflects the risk to the cost forecast. Concentric believes scope clianges should bc 
ftinded tlirougli a forecast variance to chiuiiate the use of contingency as a forecast balancing 
mriablc. ’Illis is consistent with NPDI-304 which states tlic following: 

“Contingency usually docs not uiclude changes in scope, schedule or unforeseen 
major events sudi as strikes, tsunamis, Iiurricancs or earthquakes.” 

93 EPU lcrronr learned 1’PL froin April 2010. 
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Lastly, the use of the trend program is improving with greater alignment between the Risk Register 
and the Trend Register. 

Concentric notes that issues of the project contingencies, risk register, and the relationship of each 
to thc cost projections are being addressed by the work soon to be complctcd by High Bridge. 
Purtliermore, on May 1, 2010 PI, filed an updated cost estimatc rangc and feasibility analysis with 
the FL PSC. ’llus updated cost estimate range included increased allowances for undefined scopc 
and risk. It is OUK understanding that EPU tnanageinent considers its current approach to be an 
interim solution until the High Bridge results have bceii received and reviewed, and that the High 
Bridgc results will be used to compare against FPCs current cost cstiniate range. 

c. CQKl p l l &  I 

Concentric has concluded that the EPU Ptoject team did not adequately conq~ly 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 thc proccss requiied for releasing funds 
from tlie contingcncg was not followed, and that all revisions to the cost estimates h a w  not bccn 
trecked though the trctid progmin. These facts have resulted in widespread confusion within thc 
organization regarding what the curmit approved budget or cost forecast is at any point in time, 
who bas to approve changes to that budget or cost forecast, whetlicr tlierc is a incaningful cliffcrence 
between tlie terms budget, cost estimate and cost forecast (all of whicli are used in different standard 
reports), and how to measiirc and report variances from die budget/esutnate/forecast. Many of 
these same points were acknowledged by EPU management in the lessons lcnrncd scctions of the 
July 25, 2009 ESC prcsctitations. Here the comments were made that “Individual Modification 
Budgets and Site Department budgets [were] not established ... did not use formal process such as 
Plant Review Board to approve scope growth during design process prior to 01/01/09.. .no formal 
cost benefit was pcrforined on design  change^."^' 

Finally, due in large part to the confusion discussed above, our rcvicw of the EPU’s standard reports 
and presentations has made us aware of several reports that were issued with sonie incorrect or out- 
of-date information. These problems pcrsistcd aftcr July 25, 2009 in tlie Monthly Operating 
Reports (MOl’l<s), monthly cash flow reports, and ESC prescntatioiis. Howcvcr, post-July 25,2009, 
the correct and iipdatcd information w a s  available in the EPU Project’s presentations to tlie ESC. 
We also received reports from individuals within 1TL tlint documents they were responsible for 
preparing wcrc changed, after the originator had issued them, by someonc clsc in the organization 
and often with no explanation as to why the changes were made. In other instances, individuals 
were told to make changcs by someone else wvitl~i FPL. These accounts are difficult to verify, but 
they do not represent a single account or cxample. In addition, Concentric has teceived some 
documcntation to corroborate these accounts. Some of thcsc actions are attributed to managers that 
are no longer in thc EPU organiaation, but they demonstrate the need for more definitive document 
control and ownership proccdurcs. 

91 Ibid. 
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Coiicentric’s investigation into FPL‘s internal distribution of EPU Project-related Information 
produced the below list of recommendations for proccss iniprovements. Many of these 
recoinmelidations are intended to improve tlie distsibution of inlormation within FPL, the NCRC 
docket team. In certain of the rccommcndations listed beloxv, Concentric lias noted tliat changes to 
the EPU Projects since July 2009 may havc already addressed these recommendations. In those 
instances, we are stating the recommendation to demonstrate that all of the issues raised in this 
report are being, or have been, adequately addressed. 

1.  

Recommendatioiis for Im~iroveinents Related to FPL’s Iiitetnal Distribution of Cost 

To erisuce that FPI, and the EPU Project team should establish and implement explicit 
report owners (by report). In addition, FPL and the EPU Project team should estalilish a n d  
impleiiient an explicit report sign off or disscnr proc~durc that is analogous to tlic “blue 
sheet” sigi-off procedure used for infot~nation sourced from outside the business unit. In 
addition, the report sigii-off and dissent process should iiiclude a link to a conipanp progixm 
for anonymously notifying superiors in the event of a concern with project reporting. 

To the estent tliat a performance indicator (eg. green, yellow, red) relies upoii a calculation 
in order to produce a particular indicator, the result of the unclerlying calculation should be 
reported along with tlie performaiicc indicator (e.g., budgct or forecast pcrformance). By 
providing tlie result of the underlying calculation, a report preparer or reviewer can quickly 
idcatify any discrepancy between the performance indicator a n d  the calculation that 
produced that indicator. 

r:;PL should considcr changing the reporting relationship of the El’u l’rojccr controls 
‘2 Director. IVliile tlie change in reportiiig from the EPU Project Director to the Vice 
,? President of Power Uprate iii 2009 \vas a positive developmetit, tlie reportiiig relationship of 
y tlie El’U Project Controls Ukector may be improved by including either a solid or dotted 
5 line outside of the EPU Projects. Xiis could impxove the indepaidencc of the Project 
6 Controls Director and his staff. Concentric notes tliat future, large scale projects could 

benefit from an indcpendent project controls orgaiuzation that incorporate best practices 
from ~ C K O S S  the organization. 

IVL,‘s current approacli to estalAsliiiig the EPU’s contingency (Scope Not Defuieci) iiscs tlie 
contingency as tlic balancing variable to maintain tlie projects within the& cost estimates. 
This is not consisteiit with FPI.:s EPPI-300 or with sound project management practices. 
Xie contingency should be based 011 tlie level of uncertnitity in the project, \vhicIi is best 
captured through a probatitistic analysis of tlie cost estimate. Reductions in tlie contingency 
should not qpically be uscd to fund scope cliangcs, a n d  tlie condngcncg should ody lic 
released if tlie uncertainty associated wit11 tlie project lias declined. Concentric notes that the 
appropriate level of the contingency is a n  issue that is being addressed by High Bridge in its 
current independent review of  the project cost estimate. In addition, the EPU I’roject h a s  
estitblislied a reviscd cost estimate range which \vas uscd in the Company’s feasibility analysis 
nnd provided to the FL PSC on h,Iay 1, 2010. The F,PU Projects should establish a formal 
internal process to approve and communicate EPU budget, forecast or estimate changes on 
a total project basis each month (is., not annual). ’l‘liis proccss should includc a distribution 
checklist to makc certain ail reports arc updnted consistciitly oncc a ncm budget, forecast or 

2. 

3. I 

4. 
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estimate is approved. 
2009. If implemented thoroughly, these changes should address this recommendation. 

To the extent CRs are utilized to document potential budget or cost estimate challenges, the 
CR closure processes should be revised to prevent the closure of a CR prior to the 
completion of a risk mitigation plan. In the alternative, risk mitigation plans can be tracked 
separately, but must not be closed u n d  each of the action items listed on the rislr mitigation 
plan are completed. Additionally, the completion of all action items must be documented 
and those documents should be preserved in a central location. Concentric notes that the 
EPU management team is already planning to address this change within the EPU action 
item list. 

Concentric notes that EPPI-300 has been revised twice since July 

5 .  

6. High Bridge Associates, or another independent third party, should be retained to complete 
nil  engineering-based cost estimate of PTN Unit 4 and both PSL units as soon as possible. 
This estimate is needed to re-baseline the project forecasts and to enhance the certainty of 
future forecasts. 

FPL should continue to maintain EPU Project staffing as a high priority. 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 withiii the organization were overwhelmed with tlie 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 .  

8. The EPU Project team should document the names of each ESC presentation attendee and 
maintain this list of attendees with tlie ESC Presentations. This will increase the overall 
transpareiicy into the EPU Projects and document that the proper level of oversight is being 
provided to the EPU Projects. 

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

Concentric suggests FPL institute a procedure for conducting organizational readiness 
assessments prior to commencing iiew complex, large-scale 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 t h e  and ensure proper expectations related to 
performance reporting aud measurement are communicated throughout the project teams. 
In addition, these assessments should include a detailed review of  executive management’s 
expectations regarding the development aiid updating of the project schedule, cost estimate, 
budgets and reports. 

Concentric and the EPU Project management team should conduct an investigation close- 
out meeting at tlie end of this investigation. This meeting dl review Concentric’s findings 
in this investigation, address management’s response to those findings and discuss ways in 
which processes or procedures could be improved to prevent s i idar  project challenges. 

I 9. 

10. 

11. 
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Febiiiaiy 19,2010 

Mr. tetvls Hny 
Florida Powor ond Llght 
FPL Group Chnlrirnn niKJ C50 
700 Unlveise Blvd. 
Juno Beach, VL331OB 

Dear Mr. Hny: 

Inin~vrlt~gtoyoriwlthn~oouceri~snboutoostperformnnco [IlNiiolmr PfojectsnndBxtended 
Power Wprate (BPU) In 2009. Witlitheexodus ofthe entlra Sr, HPUProJwt Mnnngoment Teain, 
I om heliigoltd ns o m  ofinaiiyfnrgetsln tho fnilureoPRPW in 2009. 

’ 
hoi; July2009, wvblch ~~wvhoo I I& 5PU, unlll Ido Novcmbor 2009, I refortad ag~lri to AI’oup W l i i l e r c p o r t l u g t o ~  ho to ld inu~numbocoft l~n~s l~o  thought I w n s  

doing n good Job. Darliig tho lhno I cvorkcd fo- ho took me lo d h o r  and expiussed 
his appi~ntloii  for my suppoitnhile workliig G7liK 

hi niy toview I om nooilsed of notprovldlug ndcqunte information or foramsling for both the BPI1 
Piojoct twd Nuolmr ProJecta hi 2009, To my hiowledge them WRS nevm n inlljor issue With a 
MonthIyVRr1niicsRel)ortor n Slto Project StatiisRepottfor N~iollorewl’rojecls. Vroiu a Projwt 
standpollit, all projwts wore on tarbet or oxplntncd in vnrlanw. I do not bdleve any oltd Issues 
\yon, n rkssnlt of n Pmjoct Conlrols shortcoming. Por Power Upmfe, my Projcot Contmls Tosiri 
dOVdOped emiislve proJect iudlo~tor6 In Febninry of 2009 nnd pntterried them after those used to 

nlue Metrfw. These 
In Madl  2009. Tho Ir~dloatois were npproved by the 

support the “Hlg Dlg“ Bostos 

origlnal hidimtors are ctill on ths BPU The Issues OIfecrlIlg 
projeot perfoimnca for EPUwere tlie fmt tbnl tlie!3PUProjeotTenms meld iiot sli[rpoit updnto 
of the Indlcatoi% due to contluulng bnsellnemvleW and scopa nddltlow flint worn iiot prevlously 
idouliRccd, ‘€110 sooping stud and bud t ostlmates wvemcomploted by tho Sbnw Company nnd 

’ wvem ooiutnlasioned by the Y n n d  coiiiploted before 1 jolucd tho Project, Thoso 
ostimatw WOIO not ndoqusto and SI’, Manngoiiient conhued changhg phllosopliy on wlvl,oturns to 
bo Inohided nndnotinolirdcd hi thoro osfhf~atas. As a msulttficmnns 110 PmJeot bnselho 
established niid ovorall Projeot pcrfomiancc WRS vory pool: lYio’-woiild 
wmplaln &out hnvliig poor porbriannocr indicatom howvow UII DroJeol Col~trols, wo could not 
dellver a positive mossngo Ifthem wns nono to deliver. Tho sihinlion contiilud to worsen 

SI: Moungors would uot nwpt  the poor perfoimnsw tiiessnges. The 
told h i l n ~ c ~ 0 0 8 ~ f o m ~ ~ ~ o s s l g n c d  to~~tl iatf l~eproJecfs~vereln~ubte.  MyTmrr 
wnthied to deliver this iuessflgc nloiig with poor wvwkly perforniniice rsvlews. Pliinlly I n  July 
of2003, Si,, Mniingemeiit deoidod It wns thio IO lrifonn ~xcoiillvo Mniiagors oftlie poor 
coitdltioii of BPU wl~loh precipllatcd tho iuplncomont of tho ouUroBPUProJoct Sr, Mruiagcinetlt 
Tefm. My ProJffit Coiltmls group prepomd dolnilod mvlowvs lhnt wvoro i m w n k d  to Mr. Jlni Robo 
late h July 2009 011 Lhe poor condltlon of EPU. 

, 

ti1l.ough the sprliig of 2009, Yr0J-t M ~ ~ g c i . 8  and Bnglnoers were 

1 
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At the tlma the cost overvlew for PSL wns: Orlgiiinl Biidget $656MM, Girritiil Forecasl- 

numika oimiy #how ihe gravlty of BPUoogntlve perforruauco. To myknowledgo, these 
numbers have conthlued to woiscn wltii tho new ProJeot Tenm to vhretbr PTN and PSL, llie 
Tenm does nothave n olear Idea ofwhntthe final costs wllt bo, 

Ian cdtlcertied nboutl~ow PPLwIll imp011 fhosaridings nt IfienpcomiupPSC hosrlngs. Any 
informatlou fiou~BPU othcr tbnii whioh WRB piuseiitd to Mnnagemeut lnst summer will bo R 
innulpiulatloii of the tmth. Current reportlug for PTN and PSL does not wntalii liifornifltloii 
showbig thwe 1s serious (rouble wllh these ProJects. Tlie trovble \vas enough lo i’eploce the ontlro 
Sr. PiuJwt Team& 

~ ic loscc l  wl~li tiiis letter nre the presentatlous given to Mr.Robo lnst July. If you Juvmtignto 
oiirmnt estimates for PTN nnd PSL, they were sfnted iu November 2009 88 bohg the orlgliinl 
Slrnw asthntes. Currently tho numbers nre 111 review. ,..1-..----IP 

tfinos the origliiai Shawrbiidget asthnnte. ’ 

My leani d e l i v d  the coneot rnessageto SI: Mnnngeme~it. Sr. M a e ~ o ~ r ~ ~ L ~ r I n o t w R l , t  to 
ampt  tho message, My Phnl Evnluatlou for 2009 is the only poor evaluntiol) I’ve BVCI’ had III 
my entire caw havlug worked la ProJect Coiitrols for some 30 years, My former posltlons 
before comliig to PJ?L wverewvlth ARBS Corpomtlo~~, Bi~riinga~ue, CA whore I was Project 
Controls ~nsullant/M~nnger for NASA 111 Horisloa workhg whh the Program Mnnngenrent 
Dlvision ofthe IntemRtiollnI Spnw stntlon. Also wlth ARBS, I was II Projwt Consultanrfor the 
DAKHT Projeol (Dim1 AXIS Ratiioginpliio Hydmtosl~aolllty) nCLos Alnmos NaHonol h b o i n l o ~  
wIiemI~~ns~~itofaPmject  TearulbstcarAed 1~oDOBBxcollenoen~~~rdforDePense Systarns. 
For !ha record, niy Teairi told the truth about the BPU finonoial condllion nnd that trull~ did not 
iiieet PPL expeclntloiis. 

Plnnlly, I know this lolter comes nt R time when FPL Los ordered ihe invostigatlon of employce 
conoeriis stenuningfiom the Snn. 20’ end Feb. 4’ letters. 1 ani In 110 way associated vith those 
letters. I only seek to exprsss mywncm nbout npcoming PSC hearings uud my u~lJustified 
negative employeu review, 1 hove copied my supelvisor and h111an res0ui’cus. 

Thnnkyon fortaklng tire tliiie to read this letter. 

7.IInl’s alluost 2 

I 
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FloridaPav~ar& LighlCompsny, P.O.Box14QOD. Juno Beach.FLJJKWX2JJ 

March 15,2010 

John R d  
Chief Bxcoutive Ofic81 
ConcenfticEnergy Advisors 
293 Boston Post Road West 
suite 500 
Marlboivugh, h'i.4'01752 

Ro: Independent Investigatio~ial of February 19,2010 Conespondence to Mr. Lewis Hay, FPL 
Ciroup Chairman and CBD 

Dear Mr. Reed: 

The purpose of this letter Is to request that your company conduct ami independent fachlal 
investigation with respeat to the statements and subject matter contained in the referenced 
oompondence, a copy of which is atmohed, with the weplion OF matters pertaining to the employee 
performance review ofthe author of the oorre$pondenw. 

The engagement should be handled subject to the terms and cbnditlons of the consulting s6rviices 
agrement amendment that applles'to your company's work for FPL through DeGwnber 31,2010, and 
billed to FPLs8pwately tlon other work porformed under that amendment. 

Please dim my .requests for support or information required to support your work to me, and 
report the results of your investigation to me. I would a p p i a t e  It if you would si84 and return a copy of 
this letter to me acknowledging ageamant to perform the above-referenced scope of work subject to fhe 
terms stated herein. 

Enclosurc 

ACCEPTED AS OR /b&! 15,2010 

Its: . '  

an FPL8roap company 

Pagc 1 of 1 
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2 From: 
Sent: 

3 To: 

SubJect: For your consideratlon 

Importance: High 

y cc: .. . 

b In niy opinion, my relatlonshlp with-Is oecoming Increasingly strained. I don't feel I have a success path 
to  aeveloplnga professional relatlonshlp with hlm that can benefit FPL. he  has been cordial in public but In the one-on- 
one closed door "touch base" session we had yesterday he contlnued to  tell me how dissatlsfled he 1s wlth my 
performance. He has not put me on a formal A-PIP that I'm aware of (as. discussed with you) however, he has given me 
exercises (with changing verbal expectations) that makes me suspect he thinks he's ertab ished me in the program. I 7 feel, especially wit-early departure yesterday, that I am the next target for el'mination from = 
organization. He told me In private that he does not intend being flrea as hls predecessors for poor performance and he 
will not l e t  a few "stupid" people affect hls management effect:veness. 

I feel it's time for me t o  develop an ex't strategy from FPL. I need t o  d:scuss th's w' th Y O J  a t  our next meeting since i sti.1 
have financial commltments from when i was hired. I need to mlnlmize my financial exposure in leaving the company. 
Also, as a part of my own professional attitude, I want t o  make sure there Is an adequate tJrnover for someone chosen 
to  be my successor. 

Thank you in advance for your help wlth thls and I look for to  speaking with you soon. HOpefJlly we can have this 
d:scussion early next week. 

1 
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FPL Renewable Portfolio 
Standard 

FPL 2009 New Nuclear Cost 
Recovery Clause F ~ i g  

FTL Securitization Tesdmony 

FPPCL 2010 Nuclear Cost 
Kccovciy Clause Filing 

FPL 153017 
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~. 
of possible future FPL late proceedinEs 
Assisted FPL wit11 an  assessment ofvarious 
tnechanisms that have been deveIoped both 
nationally and internationally to promote 
reiicwablc technologies 
Prepared expert testimony on behalf ofFPL to 
support tlie reasonableness of their project 
management, risk management and cost 
estimation practices. 
Provided testimony commenting 011 state 
issuance of securitization bonds for new nudea 
plants. 
Prepared expert t e s h o n y  on behalFof FPL to 
support the reasonableness of their poejct 
management, risk management, and ocst 
estimation practices. 

12/31/2008 

1/1/2009 

1/15/2009 

1/1/2010 

CONFIDENTIAL 
Exhibit 4 Previous Concentric Projects for FPL 

Project List for Florida Power and Light 

I DATE 
FPL Regulatory Advisory I 4/1/2005 1 Witness training to help FPLprepare for the 

regiilatoiy support services and expert 
testimony associated with its Need Study filed 
with tlie Florida Public Seiwice Commission 

] and follow-on support as nccded at thc NRC 
FPL New Nuclear Cost 1 4/12/2008 I Prepared expert testimony on behalf of FPL to 

support tlie reasonableness of their project 
managemcnt, risk lnanagenicnt and cost I Recovery Clause Filitig I I estimation practices. 

FPL llrtc Proceedinfcs I 4/22/2008 1 Retained as a consulting expert in andupation 
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Request # Request 
1 A U  data request responses or production of 

documenn related to the EPU Projects from 
Docket 030009-EI, including those related to thc 
testinionies of- 
A list of all FTL cmployccs or conuactors 2 

shodd indudc the masons for tlic Uivolnntai~ 

Any cinploycc COIICC~IIS or condition reports 
issued behvcenJuly 2008 and today, and related 
to thc EPU cost estimate or schcclule, and all 
employee letters to Fl’L employees or Board 
members expressing concans or allegations 
pertaining to tlie FTCS nnclcar cost rccovci). 

M executive management reports, hnchgs or 
prcscntations rclatcd to tlic EPU since 

, ternination 0- 

3 

p10cccdiis. 
4 

16 

4/6/2010 

. .  
working on the EPU or related projects ~110 

were involuntarily terminated, reassigned or 
uxusferred between July 2008 nnd today, 
including a list of the reasons for each 
employee’s or contractor’s involuntary 
tetmination, reassignment or transfu.. Tlis list 

A list of the EPU employees or contractors and I 
tlic dates of all u-ainjng on the IipL Code of 
Conduct nnd Einplo].ce Concerns Plugram. 
Please include all materials used during this 
training. 
\Vonld it be possible to get a copy of CK-2008- 
11443? Tlus w a s  ~xferenccd in CR-2008-37753 
The last page of this docuinent includes n 
docunicnt cntitlcd “High Risk Mitigation Plan”. 
That document includes a list of 6 mitigation 
actions, responsibility for completing those 
actions a due date for eadi action. Would it 
possible to find cad1 of thc documcnts tliatmcrc 
developed in response to mitigation actions and 
determine when each tnitigation action was 
completed? 
\%th regard to the attached 2009 DR response, 
would it be possible to get the amounts that are 
redacted from the table on Pg. 2-3 
calculations for all AFUDC amounts (i.e., -5350, 
$370, $200 MM, etc) presented to FPL’s 
esccutive management benvecn Januaq l“, 2009 

Received 
3/26/2010 

4/8/2010 
4/19/10 
(COllttTlCtorS) 

3/26/2010 

4/1/2010 

Decanbcr 28,2009. 
5 1\11 EPU IvIOPRs since 1/1/2010 I4/1/2010 

3/30/2010 

3/30/2010 

3/31/2010 

Page 1 of 2 
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Request # 
1/6/2010 

~ 

z/2010 

I 

Request Received 
the lesions Icarncd documented h tlic July 25, 
2009 Executive Steering Conunittee 
presentations. These lessons learned can be 
found on pages 51-52 of the PTN prcscntatioti 
and pages 38-40 of the 1'SL presentation. n u s  is 
writtcn confinnation of a request given to= 
orally. 
Please confum whether there was an August 
Executive Steeing Coinnittee 
niFcting/prcsentation. If thcrc was, plcase 
provide a copy of tlic presentation or report used 
duiGig the meeting. 

4/7/2010 

~~~~~ ~ ~~ ~ ~ ~ ~~ -~ ~~~~ 

4/6/2010 

a 
1/6/2010 Analysis from Febmaiy, 

2009 fro1 

FPL 153019 
NCII-IO 

CONFIDENTIAL 
Exhibit 5 - Concentric Data Requests 

I I i 

4/6/2010 

Page 2 of 2 
5 8  



CONFI UENTIA L 
FPI. 153020 

NCR-10 

CONFIDENTIAL 
Exhibit 6: Dociiments Relied Upon 

1. 
2. 
3. 
4. 
5. 
6. 

I 7. 
2 8. 
!3 9. 

Annual Cash Flow, PSL EPU Projcct, August 1,2009 
Annual Cash Flow, PSL EPU Project, October 1,2009 
Annunl Cash Plow, PSI> EPU Project, Octobcr 2009 
CR 2008-11443, April 3,2008 
CR 2008-37753. Dccember 10.2008 I~ ~~ ~~~~~~ ~~ ~~~ 

Direct Testimony of No. 090009-EI, May 1,2009 

090009.E1, May 1,2009 
Docket No. 090009-EI, Uxlubit 1, May 1,2009 Direct Testimony of 

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

to anonymous recipient, hlarch 26,2009: 
dated March 19, 2010, to- John Reed, - re: 

LI 10. Email from A h .  
3 11. Email from Mr. 

For your considevation 
- 

’7 dated March 10,2009. 
8 13. Ei~gageinent Letter from - to John Reed, Re: Independent Investigatiou of 

Februry 19, 2010 correspo~~dcncc to bh. Lewis Hay, FPL Group Chairman and CEO, 
March 15,2010 

14. EPPI-300, Project Change Control, Rev 00 
15. EPU lessons learned PPL from April 2010 
16. Extended Power Uprates, Executive Stccring Coimnittcc Meeting, Saint Lucie & Turkey 

17. Extended Power Upratcs, Ilxccutive Steering Committee Meeting, Saint Luck & Turkey 

18. Extended Power Uprates, Executive Steering Committee, St. J.ucie and Turkey Point 

19. I3xtcnded Power Uprates, Executive Steering Committee, St. Lucic and ’l‘urkcy Point, 

Point, May 1, 2W9 

Point, June 23,2009 

September 9,2009 

October 22,2009 
20. Extended Power Upratcs, Executive Steering Committee, St. Luck and Turkey Point, - 

November 13,2009 
21. Extended Power Uprates, Project Update, Saint I.ucie, July 25,2009 
22. Extended Power Upratcs, Project Update, Turkey Poiut,July 25,2009 
23. FL PSC Docket 080009-E1 In Re: Nudear Cost Recovcly Clausc 
24. FL PSC Docket 090009-E1, In Re: Nuclear Cost Recovely Clause 
25. FLPSC Docket 100009.E1, IVL Notice of Intent to Retain Party Status, January 6,2010 
26. Florida Power & Light Company, Code of Business Conduct and Etlucs, most recently 

teviscd October 16,2009 
27. Florida Power K .  Light Company’s Petition for Approval of Nuclear Powcr l’lant Cost 

Recoveiy Amount for the Pexiod January -December 2010, May 1,2009 
28. Florida Power & Light Comnpany’s I’cution to Determine Need for Expansion of Electrical 

Power Plans and for Exemption from Rule 25-22.082, I;.A.C., Docket No. 070602-EI, 
Septembcr 17,2007 

29. Florida Public Sewicc Commission, Order No. PSC-08-002t-FOF-EI,Sanuat~, 7,2008 
9 3 0 . m L e t t e r  

31. Meeting rcqucst for EPU Saturday Session, J d y  25,2009,800 AM to 3:30 I’M 
32. NPDI-304, Estimate Prepamtion, Rev 0 
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Exhibit 6: Documents Relied Upon 

33. PSL EPU Modification Scope Review dated June 1G,2009 
34. PTN EPU Scope Review dated June 2009 
35.  Response to Docket No. 090009-E1, Staffs Fifth Set of Interrogatones, Interrogatory No. 

3G. Shaw Stone & Webster, Inc., St. Lude Nuclear Plant. Balance of Plant Extended Power 

37. Shaw Stone & Websier, Inc., Turkey Point Nuclear Plant. Balance of Plant. Extended Power 

38. Summary Cash Flow EPU Total 090217 Remewed.xls, 'TSL EPU Project Total," February 

39. Total Project Cash Flow, PTN EPU Project 2009, May 31,2009 
40. Total Project Cash Flow, PTN EPU Project 2009, August 2009 
41. Total Project Cash flow, PTN EPU 
42. Transcript of Direct Examinanon o 

53 

Uprate Scoping Study, February 2008 

uprate S C O D ~ ~ ~  Study, February 2008 

17.2009 

I 
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PPL 153022 
NCII-IO 

Concentric has found no reason to dispute any of the assertions above. Concentric's 
scope of work does not include any issues re/eted to the employee's pefformance 
appraisal. It is our understanding that FPL has independently initiated corrective 
action regarding-s review. See Section l ofthe report. 

CONFIDENTIAL 
1 Exhibit 6 =Letter, Interlineatcd 

Febniary 19,2010 

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

Dear Mr. Hay: 

I am writing to you with my concerns about cost performance in Niiclcar Projccts and Exlcndcd 
Powvcr Upratc (EPU) in 2009. With the exodus of the entire SI'. EPU Pxoject Management Team, 1 
am bcing citcd as one of many targets in the failure of EPU in 2009. 

Concentric generally concurs with these assertions; while we raise concerns regarding 
certain procedures within !he Project Controls group, we do not believe that the €PUS 
Project Controk personnel or work product is or has been deficient. Concentric agrees 
that prior fo Ju/y, 2009 the ongoing baseline reviews and scope additions were the 
prlncipal drivers of cost uncertalnty. See Section lV of the report. 

Page 1 of 4 

(6' 



CONFIDENTIAL 

3 
y 

FPI. 153023 
NCR-IO 

Concentric note: Shaw's scoping estimates were completed in February 2008. 
-ned FPL in May 2008 and the EPU Project in January 2009. 

I 

Y 
4 

CONFIDENTIAL 
Exhibit 6: =Letter, Interlineated 

-as alerted to the potential for cost over-runs at PSL & PTN in w a e 
Concentric was able to confirm through the course of its intewiews, that the 

2008. In addition, concentric noted and reviewed two PSL Condition Reports from 
2008 which indicated the potential for additional scope and cost challenges. See 
Section lV of the report. 

The scoping stndy and bud et estimates weie completed by the Sliaw Company and were 
commissioned by the 1-1 and conipleted before 1 joined the Project. 2 

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

Our interviews provided credible evidence that prior to Ju/y, 2009 EPU senior project 
management was slow to respond when presented with revised cost forecasts and 
concerns about the reliability of the Shaw study. See Report Section V/ll. 

6 Thc-was told in latc 2008 bcforc I was assigned to EPU that tlie projects 
wcrc in troublc. 

My Team continued to deliver this message along with poor weekly performance revicws. 
Finally, in July of 2009, SI. Management decided it was time to infomi Executive Managers of 
the poor condition of EPU which precipitated the replacement of Ihe entire EPU Project Sr. 
Management Team. 

Concentric has confirmed that the Project Controls group continued to present EPU 
senior management with documented concerns about the project's cost forecast in 
the first few months of 2009 (see Section lV of the report) This information, after 
being briefiy raised in the June, 2009 ESC meeting, was presented in detail to the 
ESC in July, 2009. It is also Concentric's understanding that during the time period 
between June and July 2009, executive management made the decision to change 
much of the EPU senior project management. 

@a 
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CONFIDENTIAL 
1 Exhibit 6: m t t e r ,  Interlineated 

My Project Controls gronp prepared detailed reviews that were presented to Mr. Jim Robo late in 
July 2009 on the poor condition of D U .  

I 

and representatives from Bechtel, amongst I others. See Section IV of the report. 

At tlie time, tlie cost overview for PSL was: Original Budget $G56MM, Cniient Forecast 
$795MM showing a negative variance of ($139MM). For PTN: Original Budget \vas $749MM, 
Cumnt Forecnst $909Mh4 with a negative variance of ($lGOMM). 

~ 

Concentric has confirmed these values. See Section IV of the report. 

-). These nunibers clearly show the gravity of EPU negative perforniance. To my 
knowledge, these numbers have continued to worsen with tlie new Project Team to wherc for 
PTN and PSL, tlie Team does not have a clear idea of what the fuial costs will be. 

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

I ani concerned about how FPL will i-eporl these finduigs at the upconling PSC hearings. Any 
infoimation from EPU otber than which \vas presented to Manageinent last sununer will be a 
nianipulation of the tiutli. Cui-rent reporting for PTN and PSL does not contain infomiation 
showing there is serious trouble with these Projects. The trouble was enongli to replace the entire 
Sr. Project Tcain. 

Page 3 of 4 
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CONFIDENTIAL ' Exhibit 6: =Letter, Interlineated 

Eoclosed with this letter are tlie presentalioiis given to h4r. Rob0 last July. If you investigate 
current estiiiiates for PTN and PSL, they were stated in November 2009 as being the original 
Sliaw estimates. Currently the nuiiibers are i l i  review. 

stated that his concerns about reporting to the PSC were generated by 
his review of the November PSL Annual Project Cash Flow and PJN Total Project 
Cash Flow reports. Concentric has reviewed the reports cited by - and 
has determined that he is correct that they incorrectly relied upon the original need 
determination cost estimates, These inaccuracies were corrected on a going fonvard 
basis prior to this investigation commencing. -did not seem aware of the 
post-July 2009 ESC presentations or the revised cost forecast presented therein. 
Concentric has confirmed that the correct information about the post-July 2009 
status of the cost estimates, including the July ESC presentations attached by = to his letter, was provided by FPL to the PSC staff as part of its review for the 
2010 NCRC. See Section IV of the repoi? 

. 

M y  team delivered the coil-ect rnessage to Sr. Management. Sr. hlaiiageinent did not want to 
accept the message. M y  Final Evaluation for 2009 is rhc only poor evaluation I've ever had io 
iiiy entire career having worked in Project Controls for some 30 years. My fomier posiliolis 
before coming lo FPL were \villi ARES Corporation, Burlingan1c, CA ivliere 1 was Project 
Controls Consultantii\4anager for NASA in Houstoii working wit11 the Program h4anageme1il 
Division of tlie hitemational Space Station. 41so u4th ARES, I was a Project Consultant for tllc 
DARHT Project (Dual Axis Radiographic Hydrolest Facility) at Los Alainos National Laboratoiy 
where I was part ofa Project Team rliat eanied the DOE Excelleiice award for Defense Systems. 
For the record, my Teain told tlie truth aboui the EPU financial condition and that tmtli did not 
meet FPL expectations. 

Finally, I hiow this letter conies at a tinie when FPL has ordered tlie investigation of employee 
coricei-ns stemming froin the Jan. 20Lh and Feb. 4'h letters. I alii in 110 way associated n,itli those 
letters. I only seek to express iiiy concern about upcoming PSC hearings and my uiijustified 
negative emplopee review. I liaw copied in), supervisor and human resources. 

Thank you for takiiig the tiiiie to read this letter. 

Page 4 of 4 
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9/08 IPSI, EPC wend would increase budget for EPC 

FPL 153026 
NCR-IO 

CONFIDENTIAL 
Exhibit 8: Chronology 

~, ~~ 

10/08 

___- 
10/15/08 

I 

- 
from $74 AslM to cl38 h!N with the note 

cotihilct scoplng sti'ategy." 
PSL EPC trend wvould increase budget for EPC 
froin $74 bI31 to $139 A.n\.I with the note 
-forecast". 
EPC costs for PTN EPU estimated to be 
$212.9A,Ihl, based on Bechtel iedicauve staffitlg. 

PSL Trend Rcgistcr 
forecast based upon current - 

PSL.'l*rend Register 

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

2 
3 

mutiagcmcnt. I 

Y 

Changc Managcment Plan developed and 
documented; CR 2008-11443 raised issue but was 
closed with no additional activity uxed; "missed 

I " 

1 

CR 2008-37753 

SOURCE 

modifications necessaiy ...'I CR 2008-11443 

ssumcs a d d i t i o i i a i -  

I scopitig analysis. 
IPSL EPC trend would increase budget for EPC 8/08 

ettcr dated Fcbniary 19, 
2010; Inteivicwvs 

from $74 A,IM to $84 A,lAl with the note "Potential psL Trend Register 
significant overnin-detailed proposal evaluation 

11/7/08 

11/22/08 

12/1/08 

IForccast". 
(EPC costs for 1JTN EPU nowv forecast to be 

leaves project. 

~PSL project coutlols idcutifics potcutial cost ovcr- 

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

2010; Intcmicwvs; EPU-Movemcnt 
Of El'U Shcc Jd 7 2008.XLS 

iuii Prehniniuy following - .  forccnst awvard providcd of Bcchtel to E1'C El'U agrccmcnt. senior project t Inteiview I 

Pxge 1 of 8 
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NCR-IO 

CONFIDENTIAL 

PSL EPC trend would increase budget from $95 
IvEvI to $234 MIvIwitli note "Forccast based upon all 
data received from Bechtcl to date-ackliuonal 
clarification will follow wit11 agrccments on target 

Meeting o 

PSL'l'rend Register 

prices." 

to cliscuss changes to the 1'SL forecast. SUMMARY CASHFLOW EPU To 
2/17/09 (Draltnalysis Uidicatcs PSL cost estimate is $785 090217 REVIE\VED.XLS 

$95 lvI3.I to $235 Ivth4 with note "Forecast based 
upon all data received from Becbtcl to date  PSL Trcnd Rcgistcr 5/09 1 

4/30/09 

-was not satisfied with this outcome. 

Last dnte of documents typically provided to FL 
PSC Inteinal contmls auditom 
PSL EPC trend would increase EPC budget from 

Intcivicw 

Page 2 of 8 
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5/09 

.____ 

'/'/09 

Additional efforts uiidenvay to seduce forecast." .. 
ESC advised that Bechtel estimate is greater than 
bid; cost forecasts for PSL ($682Iv) aud 1'TN 
(S77OTvlM) remain uncl~atiged, cost indicators for 
PSI. are all green; cost hd~cators for PTN arc mixed 

5/09 ESC Briefing, pp. 3,4,27,28 

red - and ~ green. - 
rcsigns Intenriew; EPU-h,Iovement Out of1 

from EPU project. SinceJuly 2009.XLS 



CONFIDENlIAL 

"lie IZPU projects are progressing 

FPL has not identified any need to revise the total 
non-bhdu~g cost estimate provided last A,hy in 
Docket 080009-EI. " Spotisoix Schcdulc TOlL-7 

$1.4 B project costs or $1.7 B iii- 

tliis represents tlrc cuwcnt 
cstimatcd in-sewice costs. FIX also submitted the 

FPL 153028 
wn-io 

CONFIDENTIAL 

I're-Filed Direct'restimony o m  - Pg 2, Appendix I, Pg. 104 

5/1/09 

5/31/09 

____- ~ 

of Concentric. 
PSL Annual Cash Flow Rcport includcs gtccn 
perforinatice indicator for budget  forecast^ Notes: 
"Cost stahis is based on the current approvcd 
Project funding. Detail forecnst at Coniplcdoti is 
undeiway." Total Project Cost Sununagr listcd as 

PTN Total Project Cash Flon. Report hidudes red 
perfofinxiice indicator for budget forecast. Notes: 
"Cost status is based on the current approved 
Project futiding. Status will be reset upon approval 5/31/2009 
of additional fiind as at>t>licable." Total Pioiect Cost 

PSI, Annual Cash Flow Report, 5/1/21 

under review. ~ ~- 
~ 

PTN Total Project Cash Flow Report, 

.. 
/Summary listed as $747 A1M. 
Ihork on revised PTN 8: PSL cost forecast begins I ~ 

following 2-3 weeks of intensive review of PBN 
forecast and re-estimation. 
PSI. EPC mnd.  Would increase budget for EPC 
from $95 ?VIM to $235 MkI with note "Forecast 
based upon all data received from Bechtel to Date- 
Additional Efforts Underway to Reduce Forecast." 

F1N 'I'otnl Project Cash Flow Report includes red 
performance indicator for budget forecast. Notes: 
"Cost status is based on the current approved 
Project funding. Status will be reset upon approval 
of additionnl fund as almlicable. TotnlProiect Cost 

Inten4ew 
~ 

PSL Trend Registet 

PTN Total Project Cash Flow Report, 
6/2009 _ _  

S u m m q  listed as S745IvUvI. 

\ 
.L 

6/09 

Page 3 of 8 

b9 

steam genelator FP replacctncnt, replacement of 
No.1-4 feedwntex heaters, replacenient of 1 SFl' 
HX, exciter rewinds, and SDV replaccmcnt from 
DPU scope. Downsized 1 new SF1' HX 

PTN E1'U Scope Revicw, June 2009 
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PSL Anniial Cash Flow Rcport includes yellow 
perfmmance indicator for budget forecast. Notes: 
"Cost stiltus is based on the current approved 
Project funding. Detail forecast at Completion is 
undenvav." Total Proiect Cost Summan. listed as 

PSL Annual Cash Flow Report, 6/1/200' 

. 

6/3/09 6333.6MM vs. S225.2A4Id in 5/08 scoping analysis. 

PSL EPU A4odifimtion Scope Review. 
Recommended deleting U1 exciter rewind, No. 5 

7/25/09 FSC Briefing, PIN, p. 26 

I "In Review". 
IBcchtcl submits 1'50 forecast for 1'TN EPC costs a t  1 

6/17/09 
6/11/09 PSL EPU ~~Iodification Scope 
Review 

feedwvxter heater, repowering condensate pninp C, 
purchase of one citculating water pump rotating 
asseinbling and refurljshinent of others, and DEH 

G'23/09 

7/09 

- 
coiistaiit pressure pumps from EPU scope. Jimited 
pneumatic controls replaceme~it. 
ESC advised that Bechtel estimate is greater than 
indicative bid, but that PSL and PIN cost estimates 
remain unchanged at SG82A~IM and S770klM; SNE 6/23/09 ESC B1.iefing, pp, 3, ,, 
(contingciicp) has declined from $1 82~.1h1 to 
S14MM for PSL and from $204hIhl to S28kIhl for 
PTN. 
PTN Total l'rojcct Cash Flow lkport includes red 
performance indimtot for budget forccast. Notes: 
"Cost status is based on the current approved 1'TN Toni Project Cash Flow Report, 
Project fnading. Status will be rcset upon approval 7/2009 
of additional fund as applicable. Total Project Cost 

_ _ _ ~  

7/1/09 

Sunimaiy listed as S74&fiI. 
Bechtel subnits revised P50 cost forecast for PTN 
at 8337.3h,IhI vs. F225.2ivUvt in 5/08 scopuig 1/25/09 ESC Bricfing, PTN, p. 26 

P50 cost fore, 

7/1'09 

- analysis. 
PSL Annual Cash Flow Report iricliides yellow 
performance indicntor for budget forecast. Notes: 
"Cost statiis is based on the cwrent approved 
Project funding. Detail forecast at  Completion is 
undeivav." Total Proiect Cost Suimnarr. listed as 

PSL Aiiiiaal Cash F~DW Report, 7/1/200 

-3 1/20/09 I 

7/14/09 

7/20/09 

I 

.iounced /Intewiews; 

"In Review". 
Bechtel reduces cast for lTN to 
$277.5h~IM as re 

7/25/09 B C  Briefing, PTN, p. 26 

,,.n, 

7'25/09 

Page 4 of 8 
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for EPU Project. .. ~. 

7/25/09 ESC Briefuig, PSL, p.8 ESC advised that PSL EPU cost forecast is now 
S79G.OivIh1, tip 21.3% from 5/08 ol.igitlal estimate. 
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7/25/09 

FYL 153030 
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posi tive. 
ESC briefed that PTN 3&4 uprates are now talgeted 
to have LAR submittals delayed by 10 months, 
outage durations targeted have increased by 112 to 
160 days, and in-service dates have slipped 1 
month 01-3) and 2 months (U-4);1vldc outage 
durations are to be approved by CNO, longer 
durations have been included in business model. 

7/25/09 ESC Briefing, lTN, p. 3 

Exhibit 8: Chronology 

8/2009 

8/1/09 

DATE EVENT SOURCE 
[ESC advised that Needs W i r u  is based on $651hOI 1 

- 
estimate, and cariies E\' of ~ i47 . im1 .  
PTN Total Project Cash Flow Report includes green 
performance indicator for budget forecast. Notes: 
"Cost status is based on the current approved PTN Total Project Cash Flow Report, 
Project fiinaing. stahis will be reset upon approlT~l 8/2009 
of additional funds as applicable." Total l'roject 
Cost Summnaiy changed to $750bl31. 
PSL Annual Project Cash Flow Report includes red 
performance indicator for budget forecast. Notes: 
"Cost status is based on current approved project 
funding. Detail Forecast at Completion is 
undenwy." Total Project Cost Summary remains 
"under review". 
FPL answers Staff Interrogatoq 3-53 with reference 
to Schedule TOR-7. States "the cost to complete 
each project is subject to constant consideration and 

PSI- Annual Project Cash Flow Report, 
8/1/2009 

- 
7/25/09 ESC Briefing, E L ,  pp. 44,50 PSL cost estitnate 17s. current estimate of 8796h.LEvI; 

ESC also infomied that CWRRis still luglily 

reportiug obligations described above, FDJ. takes a 
"snapshot" of this continuous process at a particular 
point in time." 
PTN Total Project Cash Flow Report includes 
yellow performance indicator for budget forecast. 
Notes: "Cost status is based on the current 
approved Project fuiding. stahts will be reset upon 
approval of additional firods as applicable." Total 
Project Cost Sntntna~y remains $750MA% 

9/2009 
PTN Total Project Cash Flow Report, 
9/2009 

ESC briefed that mrci i t  cost estimates for P M  / 
EIJU have iucreased by 21.4% from S749.2MkI to 
$909.7h,m#I; risk register not synchronized with cost 

7/25/09 ESC Briefing, p, 7/25/09 1 

. .  
revision, and will be subject to continuous analysis 
until each project is placed in s e n k  For the 

Staff Interrogator). 3-53, 8/17/09 1 

Page 5 of 8 
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9/1/09 

FPL 153031 

PSL Anuual Project Cash Flow Report includcs red 
performance indicator for budget forecast. Notes: 
"Cost status is based on current approved project 
funding. Detail Forecast at Completion is 
underway." Total Project Cost Summary remains 

NCIZ-10 
CONFIDENTIAL. 

9/8/09 

_ _ -  

9/9/09 

1 
coiihins that the same answers contained within his 
prcfilcd direct testimony would be given today if lie 
was asked the sanie questions. 

ESC advised that cost estimate has increased by 
$144A*lA4 (S1.85B v s .  $1.71B) since last ESC briefuig 
6 weeks earlier; I'SL is now at $831.2AdI!.[ and PTN 
is at $1019AIAf; risk and contingency components 
haw supplanted scope not defined as budget 

10/1/09 

.~ 

10/09 

10/22/09 

under review". 
FL PSC Headtigs in Tdaliass- 

Casli Flow Reports with different budget 
perfomiance indicators. PSI2 Annual Project Cash 
Flow Report includes red perfor~nauce indicator for 
budget forecast. Notes: "Cost stahis is bascd 011 

currelit approved project funding. Detail Forccast a 
Coniplction is iuidcnvay." Total Project Cost 
Summary rctnains "under review". "lie second PSL 
Annual l'lojcct Cash Flow Report includes yellow 
pcrforinancc indicator in one and red in another. 
Notes: "Prehninaly engineering analyses are 
identifying additional project scope. Engineering is 
evaluating options and budget itiipacts." Total 
Project Sununary is clianged to S65lbUvI. 

lTN Total Project Cash Flow Report includes 
yellow performance indicator for budget forecast. 
Notes: "PrelitihwT engineeung analysis are 
indentif@g additional project scope." Total Project 
Cost Suinniary reinailis S75Oh.Uvl. 
ESC adviscd that cost forecast is unchanged a t  
$1.843B; contingency (balandng variable) has 
decreased by $12bIA,I; AFUDC estimate has been 
revised downwards by $2OOh.lbI, and now reflects 
only FPI, shwe (all other costs presented are fidl 
plant cost); total EPU cost estiniate a t  $2.078B, wit1 
transmission and APUDC; cost pcr k\V is roughly 
same as needs filing. 

~ 

Icatepry. 
]There are two PSL October 2009 Annual Project 

Exhibit 8: Chrt 

,OURCE 

'SL Total Project Cash Flow Repc 
'/2009 

!lectronic uxnscript of hearing in i 
190009-EI, Vol2, Pg 209 

1/9/09 ESC Briefing, p. 4,9 

'SL Annual Project Cash Flow Re 
0/1/2009, PSL Annual Project C: 
'low Report, 10/2009 

?TN Total Project Cost Sumniaiy, 
L0/2009. 

10/22/09 ESC Brichig, p. 3 

Page 6 of 8 
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12/8/09 

12/28/09 

FPL 153032 
NCR-IO 

CONFIDENTIAL 
Exhibit 8: Cluoriology 

High Btidge Associates retained to provide 3rd part 
estimate o f P m  ~ 3 .  
ESC provided with tables for PSL and FIN where 
project cost sununaiy shows 5/08 estimates, not 
c w e u t  estimates, and budget forecast indicator is 
mistakenly shown as yellow, not red. IIowever, in 
balance of the report, the current cost forecast is 
$1.843B; cost coutingency categoiy has been 
elitihated and "scope not defined" ("SND'') has 
been re-established; SND has decreased by S4.8hlkl 
Support of Poiut Beach is placing additional strain 
011 PSL and PTN resoiirces; W R  analysis is driving 

DATE EVENT 

1 / L 1 /  1u 

2/8/10 

ESC given tables for PSL and PTN where "Total 
Project Cost Siiuunar)." uses original 5/08 cost 

is yellow, but should have been red per report 
indicator for budget 

-. 

. 
equal reduction UI contingency. 
Risk register for PTN uicreased by SlO.lIvI?vI, witc 
equal reduction in contingency. 

lDeteimination values. 
IFSC achkxl that cost fore:& remains uticlianEed 

I 

total project cost showii is 5/08 estimate, not 

as yellow, but should havc been rcd per report 

PTN Total Project Cash Flow and PSL llnliual 
Cash Mo\v Reports include fed perforniauce 

I scope/cost increases. 
IAtmual cash flow slides for ESC presentation 

1/15/10 Imodified to clearly state what relates to the total 
- . !project foreypst ;ihd the aiinual .... .. forecast. 
. ,-, , . ~  ltisk register for PTN increased by S9.5hfh1, w r  

iOURCE 

.0/22/09 ESC Briefing, pp. 30,31; 
nteiview uotes 

'TN Total Project Cash Flow and PSL 
innual Cash Flow Reports, 11/2009 

11/13/09 ESC Briefing, p. 3 

11/13/09 ESC Brichtig, pp. 40,41; 
nteiview notes. 

T N  Total Project Cash Flow and 1'SL 
iiinual Cash Flow Reports, 12/2009 

:ntci&icw; EPU-Movement of out BPU 
rojcct Sitice July 2009.XLS 

T L  Purchase Order 00127777, 12/08/0 

L2/28/09 DSC Biiefing, pp. 2, 5 , 4 1 3 ,  
18, 19 

1/15/10 ESC Briefing 

ITN risk register, 3/4/10, changes tab 

I'TN risk register, 3/4/10, changes tab 

Pagc 7 of 8 
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2 Exhibit 8: Chronolog). 
- \  

SOURCE 
IFebruaq 2010 ESC Presentadon presents a &ire ~ 

7/15/10 ESC Blkfuig  annual budget indicator for PSL and a green annual 

I 
DATE EVENT 

2/15/10 ibudaet llidicaror forlTN. Total project cost are 1- 
~ 

! -  ,listed as under reriew. 

-Bdin$!!!!!!rie PTN U 3  fall outage 
/modification share the potential to esceed die 35 

7/19/10 'Letter sent b to Le\+ Hay. -Letter dated Februaq' 19, 

2/23/10 2/23/10=Cl,dare, p. 15 
~ ~---..iA 'da -s allotted to dus outape. 1 -  

-Briefing srates no "significanr change in total ! 7/23/10=L'pdare, pp. 19-22 
j\wighted risk cost." - 
IPTN main steam pressure drop concerii identified I -  7/23/10 PTN Main Steam Pressure Drop 
,to= No recoreq cost provided. 

I- ~ 

~ n n d  Reduce Turbine Inlet Pi-essurr 
Ipresciitation 

3 / 1 / 1 0 m U p d a t e ,  pp. 19-22 

3/23/10 

2/23/10 

--j-d:te 3/1/10 
states "no significant change in toral 

iwerghted nsk cost." 
!Risk register for PTN increased 11)- $42.7Nlf, diie 
ipriniarill- to potential for increased staffuig; equal 
ireduction in contingency. Project is workng to 
/complete 29 pre-outage modiGcatiolis to expedite 

~ / A , / I o  I'TN risk register, 3/4/10. cllanges tab 

/\rorl;load. I 

1 Alarch 2010 ESC briefkg cancelled. 

- Concentric's receipt of letter dated ? E  . ' to Samuel 
Eaton dated hlarch 10, 2010 
3/iG/to ESC briefing 

I 
6 3/10/10 FebruarT 10,2010. - 

-Updates indicated S30.2hlhl added to 1-isk 
register for PTN main steani pressurc loss recoreq'. 
Additional $28An\I 8; S 9 h N  added to Ssli register 
for additional PTN Field Non htanual ("mh'f") 
support and startup and testing. Update later 
indicates High Bridge Associates believes FNAl m a r  
be under\-alucd. PSL annual budget pcrfoonnailce 
indicator changcd to yello\v. 
IXdditional $l-t.lhIAi added to PTN risk suiimaq 
(weighted). $13.Shlhf relates to additional LL'W 

ltlus is in addition to S11.2 hIhl alrrady u1 budget. 

3/22,,10mUpdate, 3, 13-14, 32 3/22/10 

I .  

& p o d  due to prei-ious S/G nibe leaks. Note that Update, 11. 19 3/29/10 
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Exhibit 9: Response to Staff DR 5-53 

Florida Power & Llght Company 
Docket No. 090009-El 
Staff's FiRh Set of Interrogatories 
lnterrogatoty No. 63 
Page 1 of 1 

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

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

A. 
Section 366.93(5) requires the annual reporting of the actual and budgeted costs to complete the 
project as coiiipared to the estiiiiated in service cost provided pursuant to 403.519(4), F.S. FPL 
provides this information in Page 464 of the annual FERC Form I filing. It is FPL's 
understanding that the FPSC developed Page 464 (contained within the FPSC section of FERC 
Foim 1) to satisfy the requirement of this statute. Additionally, FPL includes this information as 
pait of its Nuclear Cost Recoveiy 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 is placed in service. For the reporting 
obligations described above, FPL takes a "snapshot" of tlus coiitiiiuous process at a particular 
point in time. This is a data gathering exercise which utilizes the output of existing processes 
that would be performed regardless of this reporting requirement. It takes professionals 
throiighout the FPL organization several weeks of work to gather and prepare this information. 

Page 1 of 1 
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I. Introduction 

On February 19, 2010 Mr. I.ewis Hay, the Chairman and Chief Executixre Officer of FPI. Group, 
Letter”), an 
PL”).’ The rppipi Letter included concerns about the “cost performance in Nuclear Projects and Extended 

Power Uprate in 2009” and allegations related to the reporting of this performance to FPL’s 
executive management and tlie Florida Public Service Conmussion (“FL PSC”) 

Concentric Energy Advisors, Inc (Toncentric”) was provided an electronic copy of this letter by 
FpL’s Law and Regulatory Affairs Departments on March 10, 2010.’ A copy of the letter is 
attached as Exhibit 1. Following hitid discussions between Concentric and FPL, Concentric was 
retained by FI’L‘s Law Department on &larch 15, 2010 to conduct an independent investigation of 

2 tlie claims and matters set forth in t h e m  Letter.’ A copy of Concentric’s engagement letter is 

I Inc TFPL Group”) received a letter from Mr 
Tee withiti the Nuclear Projects Division ot Nofida Power & L@t Company 

z 

_ _ _ _ _ ~ ~  ., 
included as Eslubit 2. Pursuant to Concentric’s enpgement by FPL, Concentric is reporung direct1 I 

CI IO VI’L‘s Lnw Dcpartmcnt, and specifically to 
S - 1\11 data rcqucsts were sent direcrly to m or liis dcsigiee, :- 

Sunilarly, Concentric’s fuiduxs and recommendations in this matter are being provided directly to 

6 -  
7 Concentric’s investigation of the allegations raised in t h e m  Letter explicitly excluded matters 
g related to the performance review of - and all other human resources related mattcrs. 

Concentric understands that these mattms arc being and will continue to be handled internally by 
FpL’s Human Resources Department. 

The remainder of our report is organized into eight sections. Section I1 presents a summary of 
Concentric’s work plan that was used to perform this investigation. Section 111 includes a summary 

9 response to tlie =Letter, including reference to an uiterlineated copy of the= Letter. 
70 Section I S  presents a chronology of key events related to the-Letter occurring between 

Januaiy 2008 and hktrch 2010. Section V reviews Concentric’s findings related to FPL’s decision to 
proceed with the Extended Power Upratc l’rojccts at the Companfs St. Lucic (“PSL”) and Turkcy 
Point CTTN’.) Nuclear Power plants (YPU Projects”). As discussed further in this section, 
Concentric has focused its attention in this matter on the nuclear iuuts in Florida due to tlie state 

I 1 regutlatoiy struchire, Section T ~ I  reviews tlie implications of the m ~ e t t e r  and coiicentiic’s 
investigation of FPL’s activities in the Nudear Cost Rccovciy Clausc (“NCRC”) dockets in 2008 and 
2009.’ A review of Concentric’s findings related to the flow of information from FPL to the FI. 
PSC and its staff (“FL PSC Staff’) can be found in Section VII. Similarly, a review of the flow of 
information \&liin FPL can be found in Section VIII. Ilhi~lly, a review of Concentric’s findings and 
specific recommendations can be found in Section IX. 

Concentric‘s rcceipr of the letter on \larch IO, 2010. 
Eqsgcixcnr Letter from - IO 1 0 1 ~ 1  Rccd, Re: Indcpcrdcnt Inscsrlgalion of Febiunty 19, 2010 
coitcspondcnce IO >k, Lewis flay, PPL Group Clnirman and CEO, .Ilsrrli I5,2010. 
FL PSC Dockets 080009-El & 090009.L?I, I n  Re. Nuclmr Cost Ikcorer). Claurr. 

1‘1’ 
8 

Page 1 of 23 
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m based in Concentric is a inanaeenient and economic consultine - - rlborough, MA. Concentric 
has previously been rctaincd by FPL to provide regulatory support on a variety of matters including 
testimony before tlie FL PSC. A list of Concentric’s prior work for FPL is provided in Exhibit 3. 
Concentric’s work plan for this invcstigation is provided bclow. 

A. Oven4cw of ScoDe 

I Concentric‘s scope of work regarding tlie investigation of allcgntions contained in the =letter 
included a fachid review of the events between f h g u s t  2007 and h3arch 31, 2010. Concentric tlicn 
sou lit to dctcinunc liow this set of events supported or contradicted the allegations contained in 

z the g l e t t e r  and affected thc flow of hiforination within FPL and to tlie FL PSC. Finally we 
have provided our cecornmendations for improvements that will help prcvalt similar issues from 
occurring in the future . 

B. -ofinformatian 

Concentric’s investigation into this matter relied upon hvo pathways for uiforuxition. First, 
Conccntcic submitted a number of requests for documentation to F’PL in order to deepen our 

3 knowledge of the allegations sct forth in tlie =Letter and to independently confvin details 
provided to us in the intci+ws dcscribcd bclow. A log of Concentric’s document requests can be 
found in Ediibit 4. 

Concentric also requested and conducted 13 separate intenkvs.  Bgbt of Concentric’s intemiews 
were conducted in person at the offices of FPL or at an off-site location, depending on the location 
of the intewiovec. All of 
Concenttic’s intenkwvs occurred between tlie wecks of March 15 and April 12. Concctitric sclccted 

Lj specific individusls to be interviewed based upon the allegations contained in the =Letter, out 
prior interviews, and Concentric’s undcrstandmg of tlie EPU Projects organization. Concentric 
considers tlie iiarnes of tlie individuals we iriterviewed to be confidcntial. 

Prior to beginning each inteivicw, Coiiccntric reviewed the FPL Code of Business Conduct and 
Ethics (the “Code’? with each intemiewee. This review includcd a spcdGc discussion of each 
employee’s “responsibility to report any actual or suspected violation of a law or regulation, any 
actual or suspected fraud, aud any other violation or suspected violation of this Code.”’ Similarly, 
Concentric reiterated die Conipatifs noli-ictaliation commitment outlined in tlie Code.‘ At the 
conclusion of each interview, the interviewees were given an opportunity to raisc auy additional 
conccnis tlicy may have had. 

The information Concentric relied upon in tllis investigation was supplctnentcd by Concentric’s 
existing knowledge of the EPU Projects’ Organization and activities. 

’llie rcmauung five intewiews were conducted via telephone. 

5 

‘ Ibid. 

Florida Powcr & liglit Comp~oy, Code of Business Conduct and Ethics, inost ueccndy rcviscd October 16, 2009, 
p. 2. 
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C. h d q e n d e  nce 

Letter, Throughout Concentric’s investigation into the allegations contained within the 
Concentric maintaincd our independence from FPL’s Legal and Regulatory Affairs cparttnents. 
Our approach to investigating the - Letter and the allegations contained therein is our own, 
and not the lrsult of specific dircctions from FPL, its employees, or contractors. To this end, FPL 
did not place any constraints on Concentric’s acccss to current and former employees. Lastly, 
Concentric \vas not materially constrained by budget or schedule cxpectations on the part of FPL. 

Concentric’s findings in this tnattcr arc based upon our review of original sources. Concentiic did 
not rely solely upon statements by FPL employecs or contractors. Instead, Concentric reviewed and 

.3 verified assmtions made UI the = Letter and Concentric’s intcrvicws with contemporaneous 
documents produced by thc EI’U Project team whenever possible. The documents relied upon as 
part of this investigation are presented in Exhibit 5. 

D ’ 

D. i 11 

Concentric’s review of the allegations raised in t h e m  Letter and our intciviews, idcntified five 
key questions which needed to be answvmed by our review. These key questions are iiitendcd to 
determine whether any impnident costs wcre passed onto FPL‘s customers or if FTI, intentionally 
withhcld information from the FL PSC. 

1. Foremost amongst Concentric’s key questions is whether FPL has made the correct decision 
to procecd with the EPU Projects in light of the best information available a t  the tune 
decision was made. This question is a threshold issue for assuring pmdent conduct on the 
part of FPL. 

2. Concentric notcd a need to determine if n / p  costs were incurred that should not be passed 
on to FPL’s customers on the grounds of imprudent decisionmaking. 

3. We examined whether the information provided to the FL PSC and the interveners in each 
of the NCRC dockets \vas accurate, consistent, timely and reliable. If not, Conccntric sought 
to determine what allowed this to occur and why. 
Concentric sought to determinc if thc information flowing from the EPU Projects to FPYs 
executive management was accuiate, timely, consistent, and reliable, and if not, what allowed 
this to occur and why. 

5. Finally, Concentric sought to detcrminc which polices, processes, and procedures need to bc 
addressed as a result of these findings. 

4. 

111. 

Exhibit 6 pxesents a copy of the - Letter to which Coiiceutric has added its summaiylevel 
observations that resulted from our investigation of the allegatious contained therein. In addition, 
each observation contains a citation to tlus report in order to provide a “roadmap” to a rcvicwer of 

Stimrnaiy Level Response to Martin Letter 

5- 

6 t h m t t e r  and Concentric’s report. 

7 As can be seen in Exhibit 6, a number of the factual assertions raised in the Letter were 
shown to be accumtc. Spcdfically, Concentric lias noted documentation wvhich confwms = 

9 -,statements related to the t h i n g  of the initial scoping studies by Sham and the repeated 
changes in the ovwall project scope. However, Concentric belicves the shifting scope of the EPU 

Page 3 of 23 
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Projects to have been the predictable result of the evolviug design which is inherent in any complex 
project. 

I Along these same lines, Concentric has reviewed certain reports relied upon by 
support his assertion that as of November 2009, the EPU Projects wcrc 
to measure their cost performance relative to the origiual 2007 cost estimates. These reports, the 
November PTN Total Project Cash Flow Report' and the PSL Annual Projcct Cash Flow Report*, 

Concentric did note, however, that the Executive Steering 
Coinnittee ("ESC") presentations since July 25, 2009, in November 2009 and after 2009 all did use 
tlic updated cost forecast.' 

Also noteworthy are Concentric's findings rclated to the evolution of cost estimates or forecasts for 
tlic 1TN & PSL EPU Projects. A s  shown on Pg. 3 of Exhibit 6,  Concentric has found evidence 
which indicates tlie VP of Power Uprate and the VI' of Implementation wcre alcrtcd to the potential 
underestimated costs at PSL as early as A p d  2008.'" Similar opportunities were noted throughout 
the second half of 2008, and spccifically in Dcccmber, 2008 when these individuals were presented 
with a prcIiminary ievjsed forecast for PSI.. This followed tlic award of an engineering, 
procurement and consumctioti (''EPC") contract for the EPU Projects tu Bechtcl Corporation 
(Y3editeY). At this time, die PSL Project Tcam was told to continue refming their forecast until 
Febriiaq 2009 when it was reviewed again by tlie EPU senior managcmcnt. As noted in Section IS, 
the forecast presented in I'cbruary 2009 \vas sigidGcantly higher than the 2008 forecast, and was 
n i t l ~ j ~ i  approxinistely $11 million, or 2%", of tlie forecast ultimately provided to FTL's management 
in July 2009.12 

2 confirmed- assertion. 

2 Ovcrall, Coilcentric has found - to be credible. 'Ihc basis of t l h  finding includes 
y Concentric's interview with-, the fact that -chose to send this lcttcr on a non- 
5 anonynious basis, and the supporting documentation produced or cited by - Moreover, 
8 Conceiitric believes - is a capable projcct controls employee wit11 a strong background 
7 within his function. - employment history iucludes the prcvious positions noted in tlie 
k=Letter" and many years of prior project controls employ1nent as a contractor at FPL's Fl'N 

site, as well as other nuclear facilities in the US. It is important to note that FPL had enough 
confidence in- to give him responsibility for multiple major projects and a staff of 

/o approximately 100 people." \YWc-was not aware of all of the developments relating to 
the preparation of cost estimates and his knowledge of tlic information flow for the EPU Projects 
ceased when lie left the Project in July, 2009, his lettcr is essentially fachially accnrate. 

( 1  It should be noted that, following our interview w i t l i ~ o i i  March 17, 2010, - 
notified Concentric and FPJ. via eniail 011 March 19, 2010 of potential retaliation against him by his 
supei-&or.'..'j A copy of this email is attached as Exhibit 7. Concentric reported this email to FTL's 

' Total Project Cash flow, MN EPU Project 2009, November 2009. 
8 Annual Cash Flow, PSL EPU Project, October 2009. 
9 Extended Power Upmtes, Executim Stccdng Committee, St. Luck and Turkey Point November 13.2009, p. 5 
'0 CR 2008.1 1443, April 3,2008. 
' 1  S w n m q  Cash filow EPU Tom1 090217 Rcviewed.xls, "PSJ. EPU Project Total," Febnmq 17,2009. 

Extended Power Upmtes, Project Update, SGnt Lucie, July 25,2009, p. 8. 
'J A l a &  Lcttq p. 2. 
11 Ibid. 

1 Z. Email f r o n m a t c d  AIarch 19,2010, t-ohn Reed,- re: Por ymic consideratioo. 
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Law Department, 
Huinan Resources (“HK”) Department. 

It is Concentric’s understanding this matter is being addressed by the F”L 

IV. Chronology of Events 

A chronology of the EPU Projects is presented in Exhibit 8. A summaly of the chinnolog): 
including the major events relevant to Concentric’s review are Iriglilighted bclow. ’llus chronology 
\vas used to more fully undelrstand the ongoing dynamics of the EPU Projccts and the precise timing 
of certain EPU Project activities. The siumnary presented below should not be used as a substitute 
for n review of tlie entire chronology presented in Exhibit 8. 

A. Chroiiolw 

The EPU l’rojccts b e e n  in 2007, at which time FPL undertook an initial scoping study to determine 
a rough order of magnitude (“ROAV) cost estimate based upon a prelinunaly assessment of the 
components wvhich would require replacemcnt to operate 1’SL and PTN at the uprated conditions.“ 
Concentric understands, as originally proposed, the EPU Projects \vcrc expected to commence 
operations post-2012, but the schcdulc was advanced following the FL PSC‘s rejection of thc Glades 
Poww Park Deterininadon of Need in 2007.17 ITL fdcd for a Determination of Need for the EPU 
Projects on September 17,2007.” 

In the wvintcr of 2007 and 2008, FTL retained Shaw to revicw 1’1’L‘s initial scoping study and to 
confum or reject the results of this analysis. Concenaic understands from our interviews that these 
studies generally confirmcd the FPL scoping analysis, but some discrepancies related to the 
rcplaccinent or refurbishment of certain components esisted for Turkey Point. The initial cost 
estimate includcd a contingency allocation of approximately 45%.” 

In April 2008, soon after the completion of the Shaw scoping studies, the EPU Project team 
assigned to PSL (the ‘TSL Project Teain”) identified the potential to cxcced the original FPL & 
Shaw scoping estimates. At this time, tlie 1’SL Project Team initiated Condition Report 2008-11443 
(the “CR’’) which stated the T P U  Project Feasibility Study may not have captured the full spectrum 
of modifications neccssq” for the tiprate.” In response to this CR, thc El’U Project team 
developed a “High Rkk Mitigation Plan” wvhich was attached to the CR.” ‘Ilie High Risk Mitigation 
Plan included corrective actions which wcrc required to be completed by the EPU Project team 

I including preparation and submission of a revised cost estimate to the b among 
‘7- other items. The High Risk Mitigntion Plan was signed by the 
3 - but not the - Concentric does not believe that this High Risk 

hfitigattoii Plan was ever completed. Concentric also requcsted a copy of the revised cost estimate 

and t h e m  

16 Florida Power & Light Conipany’r Petition to Determine Nccd for tixpmsion of Electrical Powcr Plants and for 
Exemption From Rule 25-22.082, F.A.C., Docket No. 070602-EI. Septctiiber 17,2007. 

17 F l o d a  Public Senke Commission, Order No. l’SC-08-0021-FOF-E1, Jatiuaiy I ,  2008. 
18 Florida Power & Light Coniparry’s Petition to Detcrmine Need for Expansion of tilectricnl I’ower Plants and for 

Exemption from Rule 25-22.082, F.A.C., Docket No. 070602-EI, Septctnbcr 17,2007. 
I* hid.  
20 CR 20081 1443, “Detailed Uerccipuon,” A p d  3,2008, p. 1. 
2‘ hid., p. 8. 
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described in the High Risk Mitigation Plan, but w a s  told that this document could not be located, 
nor could its existence be confirtiied.22 

Throughout the period from August 2008 to November 2008, the PSL trend register indicated a 
potential for significant underestiination of thc EPC costs for tlie PSL EPU. On November 7,2008 
the EPU Projects’ EPC vendor submittcd a revised forecast of $2GZMA4 for the PTN EPU.” This 
compares to the scoping analysis assumption of $225AfAL2’ 

In December 2008, the 1’SL Project Team again identified the potential to significantly exceed tlic 
original forecast following the execution of the UPC agrccnient with Bechtel. A prehninary, revised 
foremst for PSL \vas prepared and provided to the EPU Project management at that time. EPU 
Project managemait, however, requested that the PSL Project Controls group further refine and 
develop the revised forecast. 

CR-2008-37753 \vas written by the PSL Project Team in December 2008 and noted the EPU Projcct 
is a major change for PSL and should have a changc management plan in place. In addition, CR- 
2008-37753 goes on to state that CR-2008-11443 \vas closed with scvcral future actions contained 
\vithin a risk mitigation plat1 and tracked separately within the EI’U Risk Mitigadon Progelin. CR- 
2008-37753 concluded that there was a “missed opporhlnity” to treat CR-2008-11443 as a chnogc 
nianageinent plan.’’ 

h second meeting to revicw the revised PSL forecast occinred in February 2009. Tlus meeting was 
attended by the EPU Project management team and reportcdly indudcd - who was 

as of January 2009, and the PSL Project Team. At 
this time EPU Senior Management was presented with a forecast of approximately 8785 MA1 for 
PSL, an increase of apprositnately $129 million over the then curzcnt budgct?‘ This \vas 
approximately $11 million or 2% below what was ultimately presented to tlie ESC it1 ul 

3 \vas reported to Concentric that the\- and tlie .Jz;de: 
with a number of questions relatcd to the basis for thc rcviscd foreast and requested additional 
rctincmcnt of the forecast. 

I 
2 appointed the 

A sirnilar exercise was undertaken for PTN in March 2009, and PTN began to report its 
perforinance rclativc to this revised forecast. However, the PTN Project Team \vas instructed by 

y t~ie-: to revise the initial reports, to measure cost perforinance relative 
to the original project baseline because the revised csthnatc still had to be “validated,” and because 
an “exteusivc effort [\vas] about to begin to evaluate [DTN’s] estimated cost to comnpletc for the 

EPU Project.”” Conccntric \vas told that the PTN Site Director was not satisfied with these 
instnuctions, but chose to coniply with the instructions from his superiors nonetheless. 

22 Z1eJune 8,2008 Risk Register includes fin item u4Ucli is sirnilnr to thc High Risk hlitigntion Plan, but the document6 
requiid to close ont this Iligh Risk hlitigauon Plan could not be located. 

21 Extended l’o\w Upmtcs, Project Update, Turkey Point, July 25,2009, pp. 25-26. 
24 h i d .  
z j  CK 2008-37753, “Additional InCorn~adon.” December 10, ZOOS, p. 1. 
26 Summary Cash Plow EPU Ton1 090217 Rcvicwed.ds, ‘TSL EPU Project Total,” February 17. 2009. 

Pmjcct Update, Saint Lucic July 25 2009, p. 8. 
to nnonymous recipient, dated hluch 26,2009. 
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In April 2009, the EPU Project management team bcgan a detailed cost review of NextEra’s Point 
Beach EPU Ptoject. ’115s review included the sequestration of tlie EPU l’rojcct management team 
at Point Beach for a period of hvo to three weeks in April. Upon their return, the EPU I’LajCCt 
Director resigned from his position, and it is reported that a similar detailed cost review \vas begun 
for the PSL and PTN EPU Projects. The EPU Project Director was replaced on May 1,2009. 

a 
2 

On May ‘I, 2009 the-submitted refiled &ect testimony in Docket 090009-E1 
before the FL PSC.” In this testimony, tlie stated “The EPU Projccts are 
progressing on schedule and within budget.” Additionally, tlus pre-filed direct testimony stated 
‘There are no changes at this time to the total non-binding cost estimate provided in May 2008 in 
Docket 080009-EI.”30 At the same time, FPL submitted the pre-filed, dircct tcsthonies of 

3 
c/ -J; and Mr. Joliii J. Reed, Chairman and CEO of Conceatric.” 

At die end of May 2009, the EPU Project management team reported to the ESC that the Beclitel 
EPC estimates had increased to a level significantly in excess of Bechtel’s indicative bid.” This 
increase was rcportcd to be the result of higher than expected projections of field lion-tnanual and 
manual labor hours?’ Sindarly, the current EPU estimates were reported to include rcdundant 
projcct management and oversight costs wvludi tlic EPU Project management team believed may be 
able to be eliminated to reduce the EPC vendor’s focecest.” Finally, it was rcported that the EPU 
scope had grown to be larger than tlic indicative bid presented in November 2008. ‘lhe EPU 
Project managenient team noted that the current cstimates were based on preliminn137 design 
information, and that tlic project \vas in the process of refining new “level 1” cstimates.” A target 
completion date of June 30, 2009 for tlic new ‘‘level 1” estimates was presented to tlie ESC at this 
meeting.” 

FoUowing the hfky 2009 ESC prcscntation, the EPU Project management team undcrtook an EPU 
Modification Scope Review for both PTN and PSL?’ The results of these reviews were reported on 
Julie 16, 2009 and rccominended the elimination of a substantial number of modificetions as not 
necessary to operate in a n  upratcd c~ndition.’~ 

The subsequent ESC mccthg w a s  held on June 23, 2009.’g In this prcscntation, tlie EPU senior 
management team noted that the 01W IJmjccts were completing ‘7evel 2” estimates acid icitcratcd 
the coiiccms related to the EPC estimates since Bcchtcl’s inclicauve bid in November 2008.40 This 
presentation \vas relativcly short and precipitated a n i d i  inore detailed cost rcvicw in July 2009. 

Direct Testimony 0- Dockct No. 090009-EI, hlay I, 2009. 
Ibid. at pp. 2-3. 
bloridn Power R: Light Company’s Petition faor Approval of Nudear Power. Plntult Cost Recovet). Amount for the 
Period January - December 2010, Alny 1,2009. 
Extended Powcr Uprates, Executive Steering Conunittee Uphttc, Saint Lucie & Turkq Point, May 2009 p. 3. 
Ibid., p. 14. 
Ibid. 
Ibkl., p. 15. 
Ibid.,p. 18. 
PIN EPU Scope Review dated June 2009, I’SL EPU bIodiGcstion Scope Review dnredJune 16,2009 
IMd. 
Extended Power Uprares, Executive Steering Cornnuttee hleeting, Saint Lucie PC T d e y  Point, J m c  23,2009 
Ibid., p. 12. 
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During the intervening period bchvcen the June and July 2009 ESC presentations, the EPU Project 
team expended considerable effort to produce a detailed, “line-by-line” cost rcview for both thc PSL 
and 1TN project. Concurrently, a decision to replace the EPU senior management team was made. 
As a rcsult WL’s executive team recruited four new employees for the EPU Project team including a 

I new-an an-, and 
Z the -1. These individuals were sclccted and recruited from within FPL 

behveen the end of June 2009 and July 25,2009. 

At the July 25,2009 DSC presentation, the new EPU senior management team was introduced and 
the ESC was briefed in detail on the revised cost forccast. At this lime, the forecast for I’TN was 
revised upward by approximately $1 61 million from $749 million to $910 ndlion.“ Similarly, thc 
PSL forecast \VIIS revised upwad by approximately $140 million from $656 million to $796 million.” 
The slides which presentcd this information to tlic DSC noted that the “current budget” was being 
increased to the “current forecast.”” Siniultancously, thc ESC was advised that the &.lay 1, 2009 
NCRC feasibility filing had been based on included the original 2008 cost forccast, and reviscd 
feasibility sccnarios wcre presented based upoii the current forecast as of July 25, 2009.‘1 These 
revised feasibility scenarios confirmed tlic continucd cost cffcctivcness of tlie EPU Projects. 

3 Following the July 25, 2009 ESC meeting, =left the EPU Project and returned to FPL’s 
Nudear Projects Department.’’ 

No ESC meeting was held in August 2009. Nonetheless, both EPU Projects produced a cash flow 
report. In the case of PTN, the Total Project Cash Flow report was not updated to rcflcct thc 
revised forccast that had been presented to executive management on July 25, 2009.’“ In contrast, 
the PSL Annual Project Cash Flow report \vas rcvicwcd, the budget performance indicator was 
chpged to Red, and the total project cost suinniaiy presented on this report continued to be shown 
as “under review.”” 

y On September 8, 2009 the NCRC hearings in Tallahassee began. During thcsc hearings the - 
testified that should he be asked the same questions contained within his 

pre-filed, direct testimony his ans\vcrs would remain the same.‘a 

The following day, September 9, 2009, the ESC \vas presented with a newly revised forecast that 
further increased the cost the EPU Pmjects by appmxiniatcly $104 A4bl  total for both sites.” This 
presentation stated that approximately 30% of the total project costs havc “high c~rtainty.”~’ 

At the October 22, 2009 ESC mccting, tlic DSC was advised that tlie current forecast for the 
projects was unchanged, but that the contingency had decreased by approhiatcly $12 million.” In 

S 

$1 Extcndsd Po\ver Upntes, Project Update, Turkey Point, July 25,2009, p. 5 .  
a Extendcd Pouw Upratcs, Projcct Updrtc, S i n t  Luck, July 25,2009, p. 8. 
‘1 Ibid., p. I 1  nmfExtended Power Uprates, Project Updatc.Turkcy Point, J~1$25,2009, p. 8. 
‘4 Ibid. p. 50. 
45 hlnrtin Letter. 

50 Ibid., p. 9. 
5‘ Extended Po\vcr Upnter, Execuuue Steering Conu>littcc, St. Lueic and T d e y  Point, October 22,2009. 
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addition, the AEUDC estimate was decreased by approsinxxtely $150 miUion to $200 milli~n.’~ A 
footnote in the presentation indicates the AFUDC was reduced to reflect FPL‘s pro-rata share of 
PSI* Unit 2.1’ Concentric notes that the remailling values shown in this presentation are depicted as 
the full cost of the El’U Projects regardless of ownership. 

Also in October, PSI, produced hvo different Annual Project Cash Flow Reports with different 
budget performance indicators and different total project cost sumniarics. Tlie fust of these reports 
is dated Octobcr 1, 2009.5’ This report indudes a red performance indicator and the total project 
cost summaiy is listed as “undcr rcvicwv”. The second report is dated October 2009. Tlie budget 
performance indicator in this report is listed as yellow and the total project cost summary is changed 
to $651 milli011.~’ No one with whom Concentric spoke could explain the diffcrcnce or the reason 
for the hvo reports. 

B. I<ev Conclusions f r a -  

Concentric has developed the following conclusions which are relevant to the five key questions 
noted in Section 1I: 

0 The original PI’L and Shaw scoping studies provided the basis for FPL‘s decision to proceed 
with the EPU Projects in 2007. 
The EPU senior project management was alerted to the potential for the forecast to increase as 
eat$? as April 2008 through CR-2008-11443. 
The EPU senior project management reviewed a prehinaly, revised forecast for PSL as early as 
December 2008 and a more refined version of this analysis in Februaiy 2009. 
The EPU 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 believed the EPU Projects continued to be econoinic based on the 
revised forecast and projected incremental output. 
The-lwas aware of and had assistcd in the presentation of a revised cost 
estimate to FPL’s executive managers on July 25,2009. 

0 

I 

V. 

In determining whether Ul’U Project costs were prudently incurted, the FL I’SC will be concerned 
with two items. First is whether the decision to proceed with the project was prudent based on the 
cxpccted economic and other benefits to FP1.3 customcrs. ’Ihat question is described below. 
Second, the FL 13s~ will be concerned with whether the EPU Project’s costs wcrc prudently 
incurred. That is to say, are the costs for ~vluch FPL sought and is seeking review and approval in 
dockets 090009-E1 and 100009-ET’6 the result of prudent decisions by FPL’s management? This 
question is addrcssed in Section VI. 

PPL’s Decision to Procccd with the EPUs 

5z hid., p. 6. 
5J Ibid., p p  6, 18. 
Y Annual Cash Flow, PSI. EPU Project, October I,  2009. 
55 Annual Cash Flow, PSL EPU Project, October 2009. 

FL PSC Docket 100009-E1, Fl’L Notice of Intent to Rctain Party Slams. Jatmaq’ 6,2010 
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The initial decision to proceed with the EI’U l’rojects was made in August 2007 on the basis of 
WL’s prcliminaty scoping analysis which predicted, at a high level, which plant cornponcnts would 
require replacement or modification to support the increased output of the plants.” As was 
necessarily the msc, this work was completed absent any detailed design work. The inforniation 
presented in this study w a s  uscd as one component of a fcasibiIity analysis which compared the 
operaung cost of FPL‘s portfolio of generating resources with and without the EPU Projects?’ This 
analysis relied upon the projected level of incremental output, the cotnlncrdal operations dates of 
tlie EPU Projects and the dnration of the outages, in addition to the estimated cost to complete the 
EPU Projects. To the extent thc rcsourcc portfolio that included tlie EPU Projects was projected to 
be cheaper to operate than the g e n e d n g  portfolio absent the EI’U Projects, it was deemed the 
EPU Projects were in the best interest of FPL and its customers. Thus the qilestion becotncs would 
rcporting of the revised forecast to FPL‘s Executive Ivfatiagement havc matcrially affcctcd the 
feasibility analysis and influenced PPL’s executive management's decision to proceed with the E P U  
Projects in 2008 or again in 20091 

It is Concentric’s conclusion that, at-bcst, awareness of a revised forecast could have been improved 
by five months. Concentric believes the five nionth timeframe is appropriate given the February 
2009 nieetifig bchvcen the EPU senior management and the PSL project team. As noted abovc, this 
meeting followed an initial rcviav of tlic PSL‘ cost estimate in December 2008 and presented a 
reviscd cost estitnate that was within 511 niillion or approximatcly 2’pcrccnt of the PSL cost 
estimate that was provided to FPL’s executive management on July 25,2009?’ 

It would not be appropriate to assume FPL’s execuure nianagement should havc become aware of 
the revised cost estimetc in December 2008. The estimate that was prepared at  this time was 
reported to be preliminq in nature and warranted additional review by the EPU Project team to 
further align it to the EPU senior tnanagement’s objectives for thc GPU Projects. Nonetheless, tlie 
EPU seniot managelnetit could have taken this opportunity to notify FPL’s executive managcinent 
of the potential to revise the forecast in 2009. Virtually all ititerviewvees agreed with this conclusion. 

Following a conclusion as to how much awareness of the revised forecast could have improved, 
Concentric evaluated whether this would havc affcctcd FI’L’s decision to proceed with the EPU 
Projects. In t lus regard, it is impottant to note that contemporaneous w i t h  thc revision to the cost 
estimate, FPL also learned that a higher level of icicremenml output may be produced by the El’U 
Projects. This additional output was thc rcsult of niorz detailed engineering which had been 
completed since the original scoping studies in 2007.m 

AS noted abovc, 1’1’L’s decision to proceed Wjtli the EPU Projects was Lased on an  economic 
feasibility analysis which relied upon the cxpcctcd incrcnic~ital output of the facilities as well as the 
cxpectcd cost, among other items. Due to the increase in the projcetcd output of the EPU Projects, 
the econornic fcnsibility analysis was not substantially affected by the revised cost estiniatc. Indeed 
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the July 25, 2009 ESC prcscntation for PSL indicates that, when both the higher costs and greater 
output are considered, the EPU Projects continued to be economic, although appioxhatdy 1459% 
less so, as compared to the information submitted on May 1,2009 to the FL PSC:’ Thus, advanced 
awareness of the increased cost estimate would not have altered FPIls decision to proceed with tlie 
EPU Projects. 

VI. 

Concentric’s review of the-Letter bas illustinted the distinction between the cost estimation 
process and the incurrence of specific costs. The former is the projection of future costs without 
the actual expe~~diture of company or customer dollars. ’l’he later is more critical to tlie FL PSC‘s 
review and involves the actual espenditure of company and mstoliier dollars or the commitment to 
do so a t  a later date. 

2’ The- Letter indicates- concerns are specific to the cost estimation process within 
tile EPU Projects and more specifically the reporting of revised cost estimates to FPL’s executive 

3 management and the FL 1’SC. ’Ilic - Lctter docs not idcnhfy any costs wlucli we tlic result of 
L, aii imprudent action by FPL. Concentric confirmed this understanding of the Letter during 
5- ow intesview with - 

The Review and Approval of EPU Costs in the NCRC 

I 

Similarly, Concentric has not found indications of costs that were the rcsult of imprudcnt decisions 
or actions on the part of FPL‘s management. This conclusion was reinforced by all inten4ewvees. 
When asked whetlicr tlicy were aware of any costs that should not be passed along, the unanimous 

6 answes was “no”. Indeed, - acknowledged during our interview that “the costs will be 
what t h y  [are]” and his concerns are related to what information would be presented to tlie FI, 
PSC. As a result, Concentric bclicves tllcrc arc no costs wvluch should be subject to disallowance by 
the FL PSC on the basis of inipnident decision-making. 

VII. The Flow of Information to the FL PSC and Other NCRC Parties 

A. .&QgeofI.u&i ., 

The chronology of events plresented in Section IV of this report led Concentric to focus on thc 2009 
NCRC proceedings“ in order to assess whether tlre inforination presented by FPI. in those 
proceedings relating to tlic E1’U cost estimates, schedule, nnd cost-effectiveness was accumte and 
consistent witli tlic standards expected for testimony before, and submissions made to, a regulatory 
agency. This includes ensuring that approved changes to the project cstimatc wcrc clcarly 
conunutlicated to the FL PSC in a timely manner. 

There were three separatc scts of activitics in the 2009 NCKC procecdings in ~vlucli information 
about the status of the EPU was presented: 1) pre-fitillg of testitnony, both dlect and rcbuttal, 2) 
production of documents and answering of interrogatories in the discovery processes, and 3) 
testimnony at the hearings. In tlie 2009 NCRC proceedings, pre-fled testimoiiy on these matters was 
submitted on MaIay 1, 2009 (direct) and August 10, 2009 (rcbuttal); dociinicnts were providcd and 

’1 

62 FL 1’SCDockcr No. 09CO09-EI. 
Exrmdcd Power U p h s ,  Projcct Updatc, Sakt Lucic,JnIy 25,2009, l’g. 50. 

Pagc 11 of 23 

8@ 



CONFIDENTIAL FPL 153048 
NCR-IO 

CONFIDENTIAL 

interrogatories were responded to from January, 2009 through the hearing; tlie hearings on these 
issues were held on September 8,2009." Since an important element of this investigation has been 
about the timeliness of internal and external information flow, we have chosen to examine Fl'L's 
actions in the three separate timcfrntncs discussed above. 

B. P-y 

FPL presented four witnesses in the 2009 NCllC proceedings on issues relating to the EI'U: 

\ J?' 
L P -  -, FIX6' - -  I - 

Mr. lolin I .  Reed, Chairman and CEO of Concciituc", and 
FI'L." 3 

The issues within the scope of this investigation, de., the ro'ected cost to completion, scIicdulc, and 
c\ cost-effectiveness of the EPUs, were presented in -direct testimonyb8, and tlie 

69 s exhibits sponsored by him, and that info-rmation was used in - cost-effectiveness analyses. 
Mr. Reed's testimony related to nudear project controls, procedures, policies, and practices, and the 
prudence of FPL's costs. He offered no estimate of the projected costs to completion or opinions 

6 on the cost effectiveness of tlie EPUs. - testimony related to the accounting for FPI:s 
incurred costs and the 2009-2010 projected  cost^.'^ She did not offer any estimate of the projected 
costs to coinpletion or opinions on the cost effectiveness of the EPUs. Therefore, OUK review has 

.7focuscd 011 the testimony of -1 and, to a lesser extent, m 
Y T h e  pre-filed Direct Testimony filed by- on M R ~  1, 2009 included the following 

statements: 

6) Ibid. Prc-Glcd tcstirnonv \vas also filed on hlareh 2,2009. 'IlW tcstimon)' relater to 2008 costs. Givcn Concentric's 
cooclorionr in Sccrioii \'I the testinion is not rddrcrscd in this sccuon. 

10 LI Dirccr Tcrtlmony "fly, Dockecr No. 090009-El, X h y  1,2009. -Id[ thc EI'U Project 

I 1  

I f  
t6 

in July, 2009, atid left WLin Jannq,  2010. 
$5 Direct Tcstiniony 0- Docket No. 09000%EI, hlay I,  2009. 

/L 67 DirectTcstimonyof 
13 6% DkectTesdmonyo 
/'I 69 Dil-cct Testimony o 

Docket No. 090009-El, hlay I, 2009. 
,Docket No. 090009-E1, May 1,2009. 

-70 Dkcct Testimony of Docket No. (MOOW-EI, May 1, 2009. 
71 

7* Ibid., pp. 2-3. 
Direct Testimony of-1 Docket No. 090W9-EI, btay I,  2009, p. 2. 
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the tofu1 iioii-biiidtig cost estiiiide pivtiihd lasf rliq iii Docket 080009-El. As ~uoiild be 
e.\pcr/d, /ht Coiifluiy 1,oitfiiiiies lo etmhiafe the rosfs asrociuted tuith fhirptyk/. /is aduifies s i i d  
as ~giiteiiig aiiabres atid der&/, associafed AXC rsqiiiiwiieiifr mid i ~ iews ,  aid 
roits/riic/ioiipl~iiiiii~ ai3 m i ) !   clear^ dfliied, the Coi#paiy will i)iaka aiy iieoway ~uviriorts lo  the 
oogiital rost criiinafe. The TOR scherl~tlt~ ptvt~ide /he Iiuf iiforiMioit i.iiiwtif4 maihtbh for fhc 
rosf ~ucow?)pe~od fhtwgh 2010.’’’’ 

II I The TOR (True-Up to Original) schedules indude Schedule TOR-7, wluch \vas spousored b) 
2 - and which continued to rely on the cost estimate submitted in Docket 080009.E1, a ong 

wit11 a restatenient of the caveat that the Company continued to evaluate the costs of the project.” 

As of May 1,2009 (the datc the prefiled testimony quoted above was filed), tlie folloiving events had 
wanspi~cd: 

0 

3 . 

. 

. 
‘I 

. 

A Condition Report (CR-2008-11443) dated 4/3/08 raised concerns about the 
validity and rehab& of the D1’U cost estimate that was used in Docket 070602-EI” 
and that t ) c o n t i n u e d  to use in May 2009’‘ 
The PSL EPU trend reports for August 2008 through November 2008 had raised 
concerns about substantial underestimation of the PSL projcct casts?7 
On November 7, 2008, Bcditel informed FPI, that its estimate of costs far die PTN 
EPUs had increased by $37 millio~q tlus higher value \vas used in the Bcclitcl 
contract 
In early December, 2008 the El’lJ’s Projcct Controls Group identified that thc May 
2008 cost cstimatc was likely to be too low given the Beclitel contract and cost 
A Condition Report dated 12/10/08 concluded that tlie resolution of thc 4/3/08 
Condition ltcport was a “missed o 0rtuni1)””~ 
On February 17, 2009, d w a s  presented with an analysis prcpared by 
Project Controls and the PSI. site that their forecast for 1’SL was $129 inillion above 
tIieLIay, 2008 estimate79 
By March 26, 2009 the PTN site team had also concludcd that the cost estimate 
should be raised above the May 2008 estimate; a decision was made to not use the 
higher cost estiniatc bccause it \vas consider& ‘preliminaq~”80 
-participated in developing a presentation in late April/early May 2009 
informing the ESC that while Bechtel had estimated luglier costs, the forecasts for 

7’ lbid., p. 2.1. 

75 Florida Power Rc Light Company’s Pcution to Detcrmhc Need for Expiinsion of Electrical Powcr Plants and for 
Exemption from Rule 25-22.082, F.A.C., Docket No. 070602-EI, September 17,2007. ’‘ Extended Power Upmter, Project Update. Turkey Point, July 25,2009 mtriExtended l’ower Upmtes, Project Update, 
Saint Luck, July 25,2009. 

’7 PSL Trend Rcgister 
“J CR2008-37753, ‘‘Additional Information:’ December 10,2008, p.1. 
79 Summary Cash Flow EPU Total 090217 Keuiewedd-ls, ‘1’SL EPU Project Totd,” February 17. 2009. 

Email from- to anonymous recipient, hlairh 26,2009. 

6 ’4 Direct Testimony of Docket No. 090009-EI, Exhibit 1, hlay 1,2009, p., 104. 
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PSL and PTN were unchanged from the hlay 2008 estimates; the Projccts’ cost 
status is shown as “green.”” 

As shomi by this chronology, the EPU’s cost estimates wcrc dearly in a state of rapid flux by May 1, 
2009. Wile there was mounting evidence to indicate that an upward revision to the cost estimate 

I was likely, as of May 1, 2009-had not reported such an increase to the ESC nor had 
2 an increase been approved. IVliat-had reported to the ESC was consistent with what 

lis Direct Testimonj~ reported to FL PSC. Additionally, Schedule TOR-7 appropriately indicated 
the Company continucd to cvaluatc the costs of the EPU Projccts. 

C. Interromtorv Resaonses a d  -s I ent 

Concentric requested, received and revicwed all documents produced and intmrogatoiy responscs 
submitted by FPL in Docket 090009-E1 and pHraining to the EPU budget, schedule and cost 
cffcctivcncss. Our rcvicw led US to follow up on one interrogatoq response, submitted in response 
to Staffs Fifth Set, No. 53, for further analysis.82 This interrogatoq response, which is attached as 
Exhibit 9, sought a listing of each analysis that FPL was of fehg  to satis@ the requirements of 
Section 366.93(5) F.S., which requires an annual comparison of the budgeted and actual costs as 
compared to the estimated in-seivicc cost of nuclcar projccts. I l l c  response, wlGch was submitted 
on August 17, 2009, refers to Schedule TOR-7 which contains die Conipaay’s anaual comparison of 
budgeted and actual cost. Schedule TOR-7 was submitted on May 1, 2009, and is described as a 
“stiapsIiot” of a continuous process.” 

Bctweeii May 1, 2009 and August 17, 2009, major changes were made to the forecast for the EPU 
Projects. On  May 31, 2009, the PTN EPU budget indicator was show1 as red, indicating a serious 
chdetige to meeting the existing budget.“ On June 3, 2009, Bechtel submitted a “50” (mean 
d u e )  cost estimate for I T N  that wvas $108 million above the May, 2008 estimate.” On June 23, 

3 2009, - advised the ESC of the Bechtel estinute“, and the ESC insttiicted him to 
prepare R “line-by-line” updated forecast for the projects to be reviewed at the next ESC meeting. 

4 This updated estimate wvas prepared at  the diection of I b y  several staff reportedly 
working seven days a week for a month and was presented to thc ESC at an all-day, Saturday 
meeting on July 25, 2009. In the week leading up to that meeting, the EPU leadership team was 

f replaced, stid-was reassigned to a position outside of the EPU, although he actively 
participated in the July 25, 2009 presentation. That presentation cstablishcd ncw cost cstiniatcs for 
the EPU Projects which were approximately 21% liiglier than the May 2008 estimates.” Therefore, 
Schcdulc ’XOlZ-7, which is referred to but not attached to the response to Staff 5-53, was out of date 
by August 17,2009. 

IIowvever, the interrogatory only asked for a listing of the responsive analyses, not for FPIls current 
or updated analyses. Concenttic views the response to Staff 5-53 as being accurate, reliable, and 

81 Estcnded Power Upmtcs. Exccoin-c Steeling Committee hleeting, Saint Lucilcie & ‘lilrkey l’oint, May 1,2007, p. 8. 
82 Response to Docket No. 09000Q-EI, StafPs Fifth Set oflnterogatotieies, Intemogatoq No. 53. 
83 lbid. 

Total Pioject Cnshflow, PlN EPU Project 2009, Alas 31,2009. 
85 Extended l’ower Uprater, Project Updatc, Tuxkcy Poht, J d y  25,2009, pp. 25-26. 
66 Extended Power Uprates, Executive Steering Committee AIeeung, Shot Luck & ’liirkey l’okt, June 23,2009, p. 12. 
67 Extended Po\vcr Upratco, Project Update, Turkey Point, July 25, 2009 niid Extended Power Uprates, Project Update, 

SnintLwe,Jdy 25,2009. 
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responsive, even though the document referred to was out-of-date. The respondent answered tlic 
questioii in a forthright fashion based 011 aU of the iiifonnation known to tlus person at  tlie time. 

D. l b h . m y a t H  eat- ’ 

1 As stated earlier- a n d m a p p e a r e d  at the NCRC hentings on September 8,2009 
2.. A t  the Iicartng, the following exchange took placc bchveen -and counsel for l~l’L‘*: 

Q. 
ntiswrr bc the sniiie? 

A. Yes> llg miild be. - Fl’L nsks Ihd the p@d dim? tt?stjitio~i~ be iiiserted into f h  tmid ns 

IJ I askedjuit /he mine qwesfioiis toitfah~d iit y t r  pi yfilrd diili,ucf lrsfiiiiaty, ~voitld~ulitr 

’ 9 
thotgh IPlId. 

Tlie exchange with counsel had die effect of assertin that all of tlic statements in the pre-filed 
S testimony, and the exhibits sponsored by remained uuthfbl and accurate as of 
& September 8, 2009. This followe IB ‘ntrodudng several corrections to errata in his 

prc-fied testimony, aiid updating his prtfded testimony to reflect his new title and responsibilities 
with FPL. 

7 As of Septeniber 8,2009 - had participated in the developtnuit of luglily detded cost 
projections for the EPU Projects, and had presented these new estimates to several senior FPL and 
conttxtor personnel on JuIy 25, 2009.” The new estimates for I’SL were cnveated as still behg “at 
the conceptual level9’” (as were tlie May, 2008 estimates9’) and the comnient was made that the full 
scope was st i l l  not known. However, the new values were clearly labeled as tlic “Current Forecast,” 
and the stateinelit was clearly made that tlie “Current Budget” (the May, 2008 values) was being 
increased to the “Current Forecast.”” The July 25, 2009 preswitation offers an estensive 
perspective on the shortcomings of the May, 2008 estimates and the lessons that should be learned 
from tliis experience!’ Concentric also notes that the ESC w a s  explicitly advised that the new cost 
estimates were inconsistent with the May, 2008 and A h y ,  2009 data that had been presented to the 
FL PSC and that several new economic feasibility analyses had been performed, wl~ich updated 
those analyses that had been siibnitted to the FL PSC elcvcn weeks earlier.” The new feasibilit). 
analyses continued to show that the projects were beneficial to custoiners, although less so than in 
the May 1,2009 filing.95 

Trnnscript of Direct Examination of- Scprenibcr 8,2009, pp. 208-209. 
89 AIeeting request for EPU Saturday Session, July 25,2009, 8:W Ah1 to 330 PAL 

Extended Power Upmtcs, Project Update, Saint Inicie, July 25,2009. 
91 Florida Powcr & Light Company’s Petition to Dcnrmine Nccd for Expansion of Electricsl Power Plnnts and for 

Exemption Goin Rule 25-22.082, F.A.C., Docket No. 070602.E1, September 17.2007. 
92 Estcndcd Power Upmtes, Project Update, Turkey Point, July 25,2009 aNnEstended Ponou Upsatcs, Project Updnte, 

Srint Lock, July 25,2009. 
9’ Ibid., pp. 38-40 and pp, 51-52, rcspcctirdg. 

Extended Power Upmtcs, Project Update, Saint Ltilcic, July 25,2009, pp. .W-49. 
Ibid., p. 50. 
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1 
took the stand on September 8, 2009, the inforination iesented on Schedule TOR-7, 

3 zw a n  t e testimony related to it, was out-of-date. By this time, p had presented and 
relied on revised cost estimates to the ESC. Our opinion in this regard is also supported by tlie 
statements of nearly all of tlie EPU Project personnel we interviewed (other than the two individuals 
that participated in the decision to not update the testimony), and is strongly held by ninny of those 
we interviewed. 

Based on the information presented above, Concentric has concluded that by tlic time w 

L[ In our interview with him,- defended the September 8, 2009 reaffumation of his pre- 
Bled testimony on the gmunds that the July 25, 2009 cost estimates were prepared assuming tlie 
validity of many unapproved scope changes and manpower estimatcs, and that they were a no betta 
than a “guess” with little support. He also indicated that he does not recall any discussion with 
regard to whether the updated estimate should be presented to the FL PSC. 

Concentric agrees that the new cost estimates were based on only partially completed engineering 
and design information, and that they were still subject to revision as new hforination became 
available. However, that is always the case with a fast-tracked construction program and continues 
to be tlie case today. ’l’liese facts do not support the continucd usc of information that was based 
on even earlier conceptual designs and out-of-date manpower and material estimates. The new 
estirnates were the product of more than a dozen pcoplc working extended hours for a month and 
had been reviewed by cvcry level of management in the EPU organization. They reflected far morc 
knowledge about the scope of the ElW Projects than had been used in the 2007-2008 Shaw scophg 
analysis, materids cost estimates that were based on far inmc recent data and tnanpower estimates 
that reflected the rexrised scopc and loading estimates prepared by Beclitcl. Most importantly, they 
wvac presented to the exccutivcs of FPL in charge of EPU governance (and who were responsible 
for approving budget changes for the projects) as tlic best “line-by-line” estimates available at  the 
time, were materially different from the 2008 estimates, and have continued to serve as the reference 
point for all subsequent rerisions to the cost estimates, including those that were submitted to the 
FL PSC in May 2010. In short, while the July 25, 2009 and snbsequent cost forecasts are and were 
preliminai): they reprcsented the best information available at that time, were relied upon by FPL, 
and were substantially more advanccd that the 2007/2008 cost projections. It is also worth noting 
that all of the post-July 25,2009 cost forecast revisions hare been increases that were built upon the 
July 25,20909 forecast. 

Concentric has found no evidence to suggest that - FPL’s witness on the cost effectiveness 
of tlie EPU Projects, had any knowledge that updated cost estimates had been presented to the 
ESC. It is our understandin that he relied on  tlie cost estimates provided on Schedule TOR-7, as 

6 sponsored by R a t i d  E w n s  not in the EPU organization or the nucIear division 
of FPL. 

Concentric’s discussions with Company personnel have indicated that tlic fact that the updated 
feasibility analyses presented to the ESC on J d y  25, 2009 confirmed that the projects still offered 

ificantvaluc to customers may also have been a n  consideration in the decision to not updetc 
testimony. \Wde Concentric agrees that the new analyses confumed the conclusions in 

testimony, we believe that R $300 million, of 27%, increasc in the projected cost of 
the projects warranted disclosurc. ’llie documents we have reviewed, and our uitei-vie\vs, also 
indicate that there was considerable uncertaint). among the project staff in September 2009 as to 
whether the new cost cstimatcs were “ofticia?‘ or not, and internal reports were inconsistent in their 

5 

7 si 
9- a 
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use or noii-use of the updated forecast (sce Scction VI11 for additional details). The EPU staff had 
expericnced significant tuiiover and was also undergoing a niajor reorganization at that h e ,  which 
appears to have contributed to the lack of clarity on this point. 

VIII. Information Flow within FPL 

As dcscribcd in Section IV, the initial EPU Project budget was cstablished by the FPL and Shaw 
scoping studies in 2007 and early 2008. The EPU Projects also established a variety of project 
instructions wludi identified the process for addressing changes or risk to this initial forecast. Tliese 
Extended Power Upratc Projcct Instiuctions (“EPPIs”) were first developed in spiing 2008 and 
were updated at various points in the project, including following the introduction of a new senior 
nianagenicnt team in July 2009. Concentric’s review of die EPIJI’s have identified three wluch are 
relevant to the flow of information related to cost estimates within FPL: 1) EPPI-300, EPU Project 
Change Control; 2) EPPI-320, Cost Estimating; 3) EPPI-340, EPU Project Risk Ma~iagement 
Program. For puiposes of our review of these instructions, Conccnblc has segmented our review 
into the period preceding July 25,2009 and that after July 25, 2009. 

A. - . Q  

As early as April 2008, the EPU tnanagement team was made aware of concerns about the adequacy 
of the Shaw scoping analysis and associated budget. These concerns re-surfaced after die Beditel 
contract was awarded in November 2008 and were brought to the attention of thc EPU senior 
management in December 2008 and Febmaq 2009. By February 2009 the EPU Project Controls 
employees had developed a revised cost estimate, albeit in prcliminaq form, that projected a 8129 
million cost increase for PSL. The revised estimate w a s  within 2% of the values preseuted to the 
ESC in July 2009. Similar estimates had been developed for PTN by March m09, but the EPU staff 
was directed to discontinue use of this estimate until management had reviewed it further. 
Throughout late 2008 and the h s t  six months of 2009, Bechtel submitted several revisions to its 
cost estimates, all of which wcrc substantially higher tlian its indicative bid and higliet. t l ~ m  the 
cstiinatc devcloped as part of the Shaw scoying analysis. 

These events followed the publication of El’PI-300 011 March 4, 2008. This project instruction 
established a formal process for identi+ing and tracking potcntial dianges to the initial project 
budget. EPPI-300 dcscribcs the purpose of the trend progimi as follows: 

“llus document shall be used for scope changes to Capital and O&hI sub-projects 
witliiii the U1’U l’toject. Changes to the approved budget will he madc using the 
approved Scope Changc/’lircnd Notice form (SCN/TN) which shall become part of 
the budget records.”9‘ 

These potential changes wcrc divided into scope changes (i.e., additional plant ~nodifications) or 
trends (i.e., increased costs of coniplcting approved scope). In order to address a trend, EPPI-300 
dictates that the trend should be identified on a forliial“’~rciid llcgistcr” and a SCN/TN should be 
completcd to request changes to the project forecast. ‘Ihc SCN/TN was then routed to the EPU 
Director for approval. The process for addressing scope changes is siinilar, hut rcquires additional 
review of the potential scope change to ensure it is necessary for the EPU Projects. Once an 

1(. EPPI-300, Proiccr Change Control, Pg 3, Rev 00. 
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indicating tlie potential schedule impact. Once this information is added to the SCN/TN, it is 
routed to the EPU Project team member with tlie appropriate approval authority for tlie potential 
cost impact. Upon approval, tlie SCN/TN is supposed to be incorporated into tlie project budget 
and all future project reports.” 

Concentric requested tlie EPU Projects’ Trend Registers and all SCN/TNs since January 1, 2008 
and rcccived many, but not all, of the SCN/”Js prior to issuiiig our report. Based on our review of 
the Trend Register and SCN/TNs bchvcen Ianuaiy 1, 2008 aud J d y  25, 2009 it would appear that 
tlie EPU Projects only partially complied with this EPPI-300. For I’SL, a detaailcd nod 
conscieutiously maintained Trend Register was maintained behveen summer 2008 and a t  least June 
2009. However, it appears that tlie process for revie&ig and approvkig trends was not 
appropriately itnplementcd at 1’SL. Many of the same trends were identified each month without 
resolution or incorporation iuto the budget. As an example, in nearly evciy month behveen August 
2008 andJune 2009 a trend was noted with regard to the EPC budget. These trend impacts ranged 
between $10 million and $140 inillion. ’I‘he EPC budget was only increased by $20 ndlion during 
this period. For PTN, it would appear that tlie trerxd registet was not as consde~itioi~sly maintained 
during this period and some of tlie trends or scope changes were outstanding for several months. 

Finally, many potential scope changes or trends appear to have been captured on the Risk Register, 
wvliich, as discussed below was not synclxotlized with the project forecast, rather than tlie Trend 
Register, For example, the CR discussed in Section IV above, resulted ki a “High Risk Mitigation” 
plan, but does not appeax to have been induded on the trend register. Thus potential scope changes 
or trends were not adequately reflected within the forecast. Concentric also noted that prior to July 
25, 2009, the-Failed to identify a source of tlie funds on tlie SCN/TNs for 
nearly every form. 

EPPI-320 provides tlie project insuiiction for cost cstiniatiug, including the development and 
inclusion of contingencies and the estimates to be used on the SCN/TNs desciibed above. Tlus 
instruction was cstablislicd in Mardi 2008 and remains in effect today. Specifically, this instruction 
states that “estimates sliould include project risks, uncertainties, and contingency. ’Ilicse should be 
documented along with tlie methods for determining the percentage of risk and tlie amount of 
money associated with the contingency.” EPPI-320 also indicates that it is supplemental to tlie 
Nuclear Projects Departmetit Instruction - 304 (“NPDI-304”). 

FPL has defined the contingency as “an amount added to an estimate to allow for additional costs 
that expcrience show will likely be required. This may be derived either tlitougll statisfical analysis 
of past project costs, or by npplying cxpe&icc gained on similar projccts.”” NPDI-304 provides 
additional guidmce on tlie development of contitigeucies and states: 

‘3 

4.7.6. As a gciieral d e ,  conceptual estiinates should have a 25-30% contingency, 
Level 1 or preliniinary estimates should havc 15-25% contingency and Lcvcl 2 ox 
defmitive estimates a 5.10% contingency, The exact percentage is deternuiled on a 
case by cmse basis. 

97 Ibid at 4-6. 
98 NPDI-304, Estiniatc Prepmuon, Pg 9, Rev 0. 
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The EPU Projects’ cost estimatcs fit tlie critcria for a concephlal 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 N o t  Estimated.” This line item, although it 
referenced the EPU Projects’ risk matrices, was then used as a balancing variable to show a flat 
overall forecast trend and was not based upon ptoject risk. As a result, the contingency was 
depleted month-by-month, the Risk Register was ncvcr synchronized with the project forecast and 
the EPU Projects no longer maintained a l e d  of contingency that is consistent with Fl’L’s 
guidelines. In other words, the EPU senior management used the initial contingency as an 
“allowance” that was to be used to meet i n c r ~ s e s  in scope or cost rather than a value which reflects 
the risk remaining in the project, including those identified by the Risk Registers. This piactice was 
acknowledged in the lessons learned sections of the July 25, 2009 ESC presentations by the 
statements that “...undefined scope depletion not dealt with in a timely fashion.. .undefined scopc 
allowance used in establishing base contracts and work left little for emergent items or increased 
scope.. .niust include undefined scope allowvancc bascd on lcvcl of risk/progress on project.” 

ElJl’I-340 was first initiated in February 2008 and establishes a process to ensure that each 
“identified risk is recorded in a risk matrix, and cvaluatcd for probability, consequence, cost, 
schedule and project impact.” The process set forth within EPPI-340 does not include a clear liuk 
to the EIW Projects’ forecasts, but rather is a n  evaluation tool for determining the level of 
uncertainty remaining in tlie project. Indeed, the July 25, 2009 PSL ESC prcsentation states “current 
undefmed scope allowance is not aligned to the risk matrix. ..looked at the project only from a high 
level risk.” Because the EPU senior inanagemcnt used the contingency as a balancing variable to 
depict a flat forecast trend, the Risk Akmagement Program was never used as prescribed by EPPI- 
340. At best, by early 2009, the risk registers became little more than a rcpositoi7 for project risks 
and with little or no connection to the EPU Projects’ forecast. 

With regard to the risk management process, tlie EPU’s assessment of its own performance during 
this period, as prcscntcd to thc E X  on July 25,2009, was that: 

It “underestiniatcd thc risk and costs associated with the fast track project,” 
It “did not assess [the] capacity of [the] organization and costs,” and 
“Early warning on cost overruns and undefined scope depletion were not dealt with i n  a 
timely manner.” 

Concentric concurs with these assessments, and notes that many of these issues have been remedied 
through changes in procedures and thc organizational stmctwe since July 25, 2009.’7 

B. Post-1Q -dormation Flow 

As 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 thcJu1y 25, 2009 
ESC prcsentations. As described below, this process has included extensive revisions to EPPIs-300 
and 340. 

With regard to EPPI-300, this instruction has undergone at least four revisions since July 2009 and 
has been updated to include more rigorous trend identitication, to more clearly define the roles of 

11 EPU lessons learned I’PL from ApLd 2010. 
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each person involved with the trend program and to define the timeframes for rcvicw 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 include forecast variations. Similarly, the SCN/TN forms being 
issued by the Project today dictate the source of the funds for each scope change or forecast 
variance. The options for these Eunds include: 1) No change to project budget; 2) Conthgency; 3) 
Variance to approved budget; 4) Other. Nonetheless, the EPU Project contin~ies to use the 
contingency allowance to futid scope changes, rather than maintaining the contingency at  a level that 
appropriately reflects the risk to die cost forecast. Concentric believes scope changes should be 
funded through B forccast vmiance to eliminate the use of condtigency as a forecast balancing 
variable. This is consistent with NPDI-304 which states the following: 

“Contingcncy usually docs not include changes in scope, schedule or unforeseen 
major events such as strikes, tsunanus, hurricanes or earthquakes.” 

Lastly, thc usc of the hcnd program is improving with greater alignment between the Risk Register 
and the Trend Kcgistcr. 

Concentric also notes that issues of the project contingencies, risk register, and the relationship of 
each to the cost projections ace being addrcsscd by the work soon to be completed by High Bridge. 
It is our understanding that EPU management considers its current approach to be an interim one 
until thc High Bddgc results have been received and reviewed. 

C. Conclusions Related to Flow of Information within FPL 

Concentric has concluded that the EPU Project team did not adequately comply with its and 1’1%’~ 
published procedures for developing, estimating, approving, and tracking revisions to tlie cost 
estimates and/or budget prior to July 2009. It is clear that the process required for releasing funds 
from the contingency was not followed, and that all revisions to tlie cost estimates have not Lcm 
hacked through the trend program. These facts have resulted in widespread confusion within the 
organization regarding what tlie ciment approved budget or cost forecast is at any point in time, 
who has to approve changes to that budget or cost forccast, wlictlicr tliere is a meaningful diffcmice 
between the terms budget, cost estimate and cost forecast (all of \vhich are used in different standard 
rcports), and how to nicasiue and report variances from tlie budget/estiinate/forecast. Many of 
these same points were acknowledged by EPU matiagemcnt in the lcssons learned sections of the 
July 25, 2009 ESC presentations. IIere the comments were made that “Indix~idual Modification 
Biidgcts and Sitc Dcpartmcnt budgets [were] not established. ..did not use forlnal process such as 
Plant Review Board to approve scope growth during design proccss prior to 01/01/09.. .no formal 
cost benefit was performed on design changes.”’nD 

Finally, due in large part to the confusion discusscd above, our review of the EPU’s standard reports 
and presentations has made us aware of several rcports that were issued with incorrect, misleading 
or out-of-date information. These problems persisted after July 25, 2009 in the Monthly Opctating 
Reports (MOPRs), monthly cash flow reports, and ESC presentations. Even more troubling are 
reports \ire have rcccivcd from individuals witliin FPL that documents they were responsible for 
preparing were changed, after the originator had issued thcm, by somcoiie else in the orga~uzation 
and often with 110 explanation as to why the changes were made. In other instances, individuals 

IW lbid 
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were told to make changes by someone else xvitl~i FPL. IY‘Iile these accounts are very difficult to 
veri+, they do  not represent a single account or example, and some corroborating documentation 
has been pmvided to us. Some of these actions are attributed to managers that are n o  longer in the 
EPU organization, but they demonstrate the need for more definitive document control and 
owvnerslup procedures. 

IX. Preliminaty Recommendations for Improvements 

Concentric’s investigation into this matter bas produced a list of recommendations for process 
improvements and corrective actions. These recommendations are presented below. Many of these 
rccomne~rdations are intended to improve the distribution of infornution within FPL, the NCRC 
docket team and to the FL PSC. In certain of the recommendations listed below, Concentric has 
noted that clxuiges to the EPU Projects since July 2009 may have already addressed these 
recomnendations. In those instances, we are stating thc recommendation to demonstrate that all of 
the issues raised in this report are, or have been, adequately addressed. 

1. Concenttic’s investigation into tlJs matter identified the flow of documentation and 
information from the business units to the other members of the NCRC team, including 
regulatoiy affairs and other witnesses, as an area of concem. Concentric recommends that 
tlris process be changed in order to provide timely and ongoing information within the 
NCRC docket team throughout each NCRC review cycle. ’IIUs will help to ensure that any 
updated infoimation is fully discussed within the NCRC docket team and prevent future 
concerns related to flow of information to the FL PSC. Concentric has been iuformed that 
this change has already been imnpletner~ted. 

2. Similar to thc recommendation above, FPL and the 1’L PSC staff should revisit the issue of 
intra/inter-cpcle document production. The ongoing production of a limited number of key 
project documents could enhance the FL PSC staff’s understanding of the projects and how 
they are developing on an oil-going basis. 

The NCRC docket team has included and continues to include a number of first time 
witnesses or witnesses with limited experience seiT4ng in this role. As a result, it is vitally 
important that FPL’s Legal and Regulatoq Affairs Depwtments continue to provide cxplidt 
instruction and guidance to these individuals. It is our understanding that the importance of 
updating one’s pre-fded testimony and exhibits is an explicit part of the \vitiiess training 
program, wlicb me believe should be conveyed through written instluctio~is. 

As part of our investigation Concentric reviewed the list of invitees to the ESC 
presentations. Noticeably abscnt from thcsc lists of invitecs in 2009 was a representative 
from WL’s Regulatoq Affairs Department. Give11 the importance and scale of the EPU 
Projects, and the alternative cost recovery treatment being nfforded to these projects, a 
xdatively senior member of Regulatory Affairs Department should attend each future FSC 
presentation. It is our understanding that tllis change has recently been implemented. 

One of the more significant concerns identified by Concentric’s investigation is t l ~ c  
ownership and consistent updating of EPU Project reports. Often in late 2009 these reports 
were inconsistent and did not necessarily reflect the most currcnt or accuratc information 
available. W L  and the EPU Project team should establish and implement explicit report 

3. 

4. 

5. 
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owners (by report). In addition, FPL and the EPU Project team should establish and 
implement an explicit report sign off or dissent procedure that is analogous to the “blue 
sheet‘‘ sign-off procedure used for information sourced from outside the business unit. In 
addition, the report sign-off and disseiit process should include a link to the ECP or othm 
similar program for anonpously notifying superiors in the event of a concern with project 
reporting. 

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

6. 

e reporting relatio 
eporting from the 
\vas a positive development, the reporting relationship of 

‘-1 the -may be improved hy including either a solid or dotted 
9 line outside of the EPU Projects. This could improve the independence of the 
[b -acid bis staff. Concentric notes that future, large scale projects could 

benefit froin an independent project contcols organization that incorporate best practices 
from across the organkation. 

8. F’PL’s current approach to establishing the EPU’s contingency (Scope Not Defined) uses the 
contingency as the balancing variable to maintain the projects within their cost estimates. 
This is not consistent with FPL‘s ElTI-3M) or with sound project managgenietit pmctices. 
The contingency should be based on the lcvel of uncertainty in the project, which is best 
captured through a probabilistic analysis of the cost estimate. Reductions in the contingency 
should not typically be used to fund scope changes, and the contingency should only be 
released if the uncertainty associated with the project has declined. Concentric notes that the 
appropriate level of the contingency is an  issue that is being addressed by High Bridge in its 
cutrcnt indcpcndmt review of the project cost estimate. ‘111~ EPU Projects should establish 
a formal internal process to approve and commi~nicate EPU budget, forecast or estimate 
changes on a total project basis each month (i.e., not annual). This process should include a 
distribution checklist to make certain all reports are updated consistently once a new budget, 
forecast or estimate is approved. Concentric notes that EPIJI-300 has bccn revised hvice 
since July 2009. If implemented thoroughly, these changes should address this 
recommendation. 

To the extent condition reports are being utilized to docunient potential budget or cost 
estimate challenges, the CR closure processes should he revised to prevent the closure of a 
CR prior to the completion of a risk mitigation plan. In the alternative, risk mitigation plans 
can he tracked separately, but must not he closed until cach of thc action itcms listed on the 
risk mitigation plan are completed. Additionally, the conipledon of all action items niust be 
documented and those documents should be preseived in a central location. Concentric 
notes that the EPU management team is already planning to address this change within the 
El’U action item list. 

9. 
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IO. High Bridge Associates, or another independent third party, should be retained to complete 
an cngineering-based cost estimate of FIN Unit 4 and both PSL units as soon as possible. 
This estimate is needed to re-baseline the project forecasts and to enhance the certainty of 
fuhire forecasts. 

FPL should continue to inaintain EPU Project staffing as a high piiority. A sufficient 
iiurnber of staff members are required to maintain adequate project control, including the 
updating and production of project reports. 'l'lirougliout our investigation it was noted to 
Concentric that many within thc organization were oveidielmed 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 inaccwscy of certain project reports. 

11. 

12. The EPU Project t a n i  should document die names of each ESC presentation attendee and 
mainmin this list of attendees with the ESC Presentations. 'l'liis \dl increase the over;\ll 
uinsparency into the EPU Projects and document that the proper level of oversight is being 
provided to the EPU Projects. 

'Ihe results of this investigation should be provided to the Corporate Xesponsibifity Officer 
for use in improviig employee confidence tluoughout the organization. O>II limitcd samplc 
of inten%ws indicates that there are, or have been, concerns about the uniform adherence to 
the lion-retaliation provision of the Code of Conduct. 

13. 

14. Concentric suggests Fl'L institute a procedwe for conducting organizational readiness 
assessments prior to commencing new complex, large-scale projects. This procedure should 
include a documentcd review of the Project Plan to ensure that it adequately dctails how the 
project is expected to evolve over time and ensure proper expectations related to 
performance reporting and measuremcnt are communicated throughout the project teams. 
In addition, thesc assessments should include a detailed review of executi~.e managemetlt's 
expectations regarding the development and updating of the project schedule, cost estimate, 
budgets and reports. 

15. Conccntric and the EPU Project management team should conduct an investigation close- 
out meeting at  the end of this investigation. This inccting Will review Concentric's findings 
in this investigation, addrcss management's response to those finduigs and discuss \mys in 
which proccsses or procedures could be improved to prevent similar project cliallenges. 
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Executive Sulnznary 

This report is the rcsult of an approximatcly two  non nth long investigation undertaken by Concentk 
Energy Advisors at the request of Florida Powcr & Light‘s Law Department. Our investigation \vas 
triggered by a letter that was sent to FI’L Group’s CEO from a senior project controls manager 
within the nuclear division of WL. ’Illis letter made seveial allegations relating to senior 
management‘s perfolmance regalding the cost estimation and project controls fiinctions of the 
Company’s Hxtended Power Uprate projects, and raised concam about the tinxhess and reliability 
of FPL’s internal and external reporu’ng of Wt1-related information. 

Our investigation has focused on hvo sepamte sets of issues stemtning from the letter and out 
subsequent information gathering process: 1) whether FPL’s decision to continue pursuing the 
EPU Projcct in 2009 was prudent, and whether the costs that havc been incurred for tliis projoject 
were all prudently incuued, and 2) what policies, proceduces or practices within FPL’s EPU Project 
map need to he revised or reinforced to address the concerns raised in this letter. 

Our investigation has induded 13 intei&svs and the review, or re-review, of thousands of pages of 
documentatioii produced hy the E1W Project in 2008,2009, and 2010. \‘?e havc concluded that: 

I. Pl’L’s decision to continue pursuing the EPU Project in 2009 \vas prudent and \vas expected 
to be bendlcial to FPL’s customers; FPL propaly considered an updated cost csuinatc in its 
updated feasibility analysis in July 2009, which reinforced the conclusion that significant 
benclits wcrc cxpcctcd from tlic Project. 

2. ALL of PPL’s expenditures on the EPU Project havc been prudently incwrcd. 
3. Cctlniii information provided by FPL in the 2009 NCRC was out-of-date and did not 

repiesent the best infornmtion available at that h e ;  PPL is currently taking steps that 
Concentric believes will address tlis concern for tlie future. 

4. The EPU Project mnnngement did not coidstently follow certain procedures that were 
intended to govern this project in 2009; in addition, tlie Project’s senior management in the 
first half of 2009 was slow to respond to concerns that were raised regarding the Project’s 
cost estimates; these issues a m  cntrcntly being addressed by the senior management team 
that mas installed in the second half of 2009. 

5. FPL should consider taking certain actions that arc discussed in the body of this rqort  to 
strengthen the Project Controls orgmi2ation and to better ensure compliance with existing 
procedures. 
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I. Iiitrocluction 

* ,  
em lo e within thc Nuclcar Piujccts Division oIFlorida &vet& Light Company (“PPL‘?.’ ‘The 

2 D L e t t c r  included concerns about the “cost performance in Nuclear Projccts and Extcodcd 
Powver Uprate in 2009” and allegations related to the reporting of this performance to WL’s 
executive management and the Florida Public Scn4cc Coinmission (“FL PSC”) 

Concentric Hiiergy Advisors, Tnc (‘Concentric’’) was provided an electronic copy of this letter by 
PPL’s Law and Regulatoiy Affairs Dcpartments on hlarch 10,2010. A copy of the letter is attached 
as Exhibit 1. Follouhg initial discussions bchvccn Conccntric and FPL, Concentric was rctaincd by 
I1PL’s Law Department on March 15,2010 to conduct an independent investigation of the d i m s  

‘? and tnatms sct forth in the-Letter.? A copy of Concentric’s cngqpicntletter is included as - 
Hxliibit 2. Piiisunnt to Conccntric’s engagenienLLy PPL, Concentric is repotting dirccdy to WL‘s 
Law Depnitmeiit, and spccifimlly to 

5 All data requesfs were sent dircctly to or Ius designee, Sinlilady, C Concentric’s finduigs arid recotnulendations In this inattcr ate being I;;o.iacd!i 
Concentric’s investigation of the allcgntions raised in the - Letter explicitly excluded matters 
related to the performance rcview of-and all other liuman resources related mattem. 
Concentric understands that thcsc matkrs are being and will continue to be handled internally by 
FPL’s Humnn Rcsoul.ces Dcpamncnt. 

The remainder of our rcport is organized into eight sections. Section I1 presents a SutmnaLy of 
Concentric’s w o k  an that \vas used to pcrform this investigation. Section 111 includes a summary 

Lettw. 9 ‘response to tlic ol Lcttcr, including reference to an interlincatcd copy of the 
)bSection IV presents a chronology of key events related to the - J,ettcr occurr~ng chvccn 

January 2008 a i d  March 2010. Section V reviews Concentric’s findings related to FPL’s decision to 
proceed with the Extended Poww Upmte Projccts a t  thc Cotnpnng’s St. Lucie (“PSL”) and Turkey 
Point (TTN”) Nuclear Power plants (“EPU Projccts”). As discussed hrrther in this scction, 

I Concentric has focused its attention in this matter on the nuclear units in Floxidn due to the slate 
tegulatoiy stincture. Section VI reviews the itnplicatioiis of the - Irttcr and Concentric’s 
investigation of FIX’S activities in the Nuclear Cost Recovcty Clause (“NCRC“) dockets in 2008 and 
2009.’ A rcvicw of Concentric’s fmdings related to the flow of infomiation from PPL to the FL 
PSC and its staff (“IT. PSC Staff’’) can be found In Section VII. Similarly, a review of the flow of 
information within FPL can be found in Section T‘III. Finally, a review of Concentric’s findings and 
specific recommendations clln be found in Section IX. These recommendations should be read in 
conjunction with the pre-filed direct tcsthnony of A4c. John J. Rccd, lilcd with thc Florida Public 
Senrice Conunissiori on Maudi 1“ and May 3” in Dockct 100009-EI. 

v 

I& 1 - titic the dnte or the Lciiwis- 
1 3  2 Engagcrncni LEttcr from 4 to John Reed, Re: Tndcpcndcnr Invcstigalion of Fcbrunr). 19, 2010 

coimspondcocc to hlr. Ixwlls Hay, PI% Gmup ChnLman and CEO, hlarch 15,2010. 
FLPSC Dockets 080009-131 Rr 09W09-EI, In Re: Nuclear Cost Rccovcv Clause. 3 

FPL 153063 
NCR-IO 

! 

i 

~ 

~ i 

! 

~ 

~ 

! 



CONFIDENTIAL 

CONFIDENT1 AL 

FPL 153065 
NCR-10 

11. Concenttlc Overview and Workplan 

Concentric is a management and economic consulting fum based in hlndborougli, MA. Concentric 
has previously been whined by FTL to pmvide regulntoly support on a variety of matters including 
testiniony before the FL PSC. A list of Concenttic’s prior work for FPL is provided in Exhibit 3. 
Concentric’s work plan for this investigation is provided below. 

A. QwxkwofSc o e  p 

Concentric’s scope of work regarding the invcstigation of allegations contained in the = letter 
included a fnchlal review of the events between August 2007 and A~Iarclr 31, 2010. Concentric then 
sou lit to detclmine how tllis set of events supportcd or contradicted the allegations contained in 

‘2 the g Icttci, and affected the dilstrlbution of information Within FPL and to tlic FL PSC. Finally 
xvc have provided our recommendations for improvements that will help prevent simjlar issues [tom 
occurring in the fiihit‘c . 

3 As outlined below, the assertions outlined in th. Letter largely fall within LWO categories: 1) 
the prudence of HPL’s actions and the distribution ofinformation to the HL PSC and; 2) tlie internal 
distribution of EPU Project-related information. 

B. Sourccs of inforniatbn 

Concentric’s investigation into this matter d i e d  upon hvo primary patlnvays fox information. First, 
Concentric submitted a niiinber of q u e s t s  for documentation to FPL in orde-der to dccpen our 

L/ knowledge of the allcgations set forth in the = Letter and to independently confirm details 
provided to us in tlie intciviews described below. A log of Concentric’s document requests can be 
found in Exhibit 4. 

Concentric also itquested and conducted 13 sepatnte intclviews. Eight of Concentric’s inkt4ews 
were conducted in person at the off~ccs ofFPL or at an off-site location, depending on the location 
of the interviewee. M of 
Concentric’s intetviews occurred betwccn the weeks of March 15 and April 12. ConcentLic selected 
specific individuals to be inten4ewed based upon the allegations contained in the- Lettcr, our 
prior interviews, and Concentric’s undeistnnding of tlie EPU Project organization. Concentric 
considers the names of the individuals we inteiviewed to be confidentinl. Prior to beginning each 
intetview, Concenkic reviewed the Pl’L Code of Business Conduct and Ethics (the “Code”) with 
each intervie\vee. l’his review included a specific discussion of cacli eniployee’s "responsibility to 
report any actual OK suspected violation of a law or regulation, any R e h i d  or suspected fraud, and any 
other violation or suspected violation of this Code.“’ Similarly, Concentric reiterated the Company’s 
non-retaliation commitment outlined in the Code.’ At die conclusion of each interview, tlrc 
intetviewccs werc given a n  oppochinity to tnise any nddltional concerns thcy may have had. 

Thc information Concentric relied upon in this investigation was supplcnicntcd by Concentk’s 
existing knowledge of the El’U Projects’ orpiization nnd activitics. 

S i c  remaining tivc interviews wew. conducted via telephone. 

4 

5 Ibid. 
FPL Gmup, Inc, Code ofHariners Conduct nnd Rtliics, most rcccnlly rcvircd Ocmber 16,2009, p. 2. 
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1 Throughout Concenttic’s investigation into the allegations contained within the Letter, 
Concentric niaintained our independence from FPL’s Law and Regiilatoiy Affairs Departments. 

2 Our approach to investigating the =Letter and the degations contained therein is our  own, 
and not tlie result of specific dtections from FPL, its employees, or contractors. To this end, ITPI, 
did not place any constraints 011 Concentsic’s access to current and former e~nployecs. Lastly, 
Concentric was not constrained by budget or schedule expectations on the part of FPL 

Concentric’s findings in this inatter are based upon 0111‘ review of original sources. Concentric did 
not rely solely iipon statements by FPL employees ox contructou. Instead, Concentiic rcvicwcd and 

‘3 verified assertions made in the =Letter and Concentric’s inteiviews with conteniporaneous 
documents produced by the EPU Project tenin whenever possible. The documents relied upon as 
pnrt of this investigation arc presented inExlibit 5. 

D. l<eport ot_rmIY maon 

Concentric’s report is dividcd into hvo major categories. First our report addrcsses those itcms 
wlucli are directly xelatcd to the FL PSC and prudc~ice of PPL’s decisions and aciiolis. Second, 
Concentric has reviewed and addressed the development and distribution of information within 
FPL. Concentric notes this division is necessary to diffcwtitinte those niattess wilicli may affect 
FPL’s recovciy of cos& and inteclction with the FI. PSC, from those 1na:ters wldcli reptesent best 
practiccs io the development and distlibutioii of information \pithin FPL. 

Sections I11 and IV of tlie report provide factual backgrounds for both categories of this report. 
Sections V through VI11 address the matters relnted to the FL PSC and the prudence of ITL’s 
decisions and nctions. Finally, Sections IX and X address FPL’s deseloptnent and internal 
distribution ofinforinntion relating to the E1’U Project foremst. 

E. KCY questions 

Concentsic’s review of tlie allegations mised in t h e m t t e r  and our intchricws, identified three 
key questions which are related to tlie pmdence of FI’L’s actions. ‘I’hese key questions are intended 
to determine whether any imprudent costs were passed onto FPL’s customers, 01’ if FPL did provide 
relevantinformation from the PI, I’SC. 

, .  

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

2. \Vmc mig costs uicurred that should not be passed on to FPL’s custotnel-s on the gxounds of 
iuiprud;nt decision-making? 

3. Was the information provided to the FL PSC and the interveners in each of the NCRC 

- 

dockets nccumtc, consistent, timely and reliable? 

Concentric also identified hvo key qucstions which relTtc to the i n t e n d  dcvclopiiient and 
disttibution of El’U l’rojcct-rdated information. These key questions are intended to detcrinine if 
FPL’s executive managementwere infotined as to the direction of the EPU Project. 
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1. \Vas the information flowing from the EPU Projects to FPL’s executive management 
accurnte, timely, consistent, and reliable? 

2. \%‘hat polices, pxocesses, and procedures, if any, need to be reviewed as a result of 
Concentric’s Endings? 

1 111. Rcsponsc t- Letter 

2 Exhibit 6 presents a copy of thc- Letter to wllich Concenttic has added its sutninaty-led 
observations that resulted from our investigation OF the aUegalions contained therein. In addition, 
each obseivntion contains a citation to this rcport. 

A s  can be seen in €Jxhibit 6, most of the factual assertions mised in the Zctter were showvn to 
be nceurate. SpecificaUy, Concentric has noted dociiincntation wldch confinis - 
stntements related to the timing of the initial scoping studies by Slinw and the ongoing changes in 
the ovemll project scope. However, Concenttic believes the evolving scopc of the EPU Projects to 
have been the predictable result of the tegulatoly and cngincering Factors which arc inherent in any 
complex nuclear retrofit pxoject. 

5 Along these same lines, Concenwic has reviewed certain reports d i e d  upon by - to 
support Ius assertion that as of November 2009, the EPU Projects werc continiiiug to measure their 
cost pcrfonnance relative to the original 2007 cost estimates. These reports, the November P 

7 -assertion. I.Iowever, aU of the Executive Stcering Colnlnittee (“ESC”) presentations since 

3 

6 Totnl Project Cash Flow Report6 and the PSI. Annual Project Cash Flow Repod, confirmed pii 
Iuly 25,2009, and specifically in November 2009, used the updated cost forecast! 

$? Concenttic also found evidence which indicates the -!and the 
L/ -were Awed to the potential For underestimated costs at 1’SL as early as April 2008? 

Similar opportunities were noted tluoughoitt the second half OF 2008, and specifically in December, 
2008 when these individuals werc presentcd wit11 a prelitninaq revised forecast For PSL. This 
followed the awairl of an  enginewing, procurement and construction (“SW’) contract for the EPU 
Projects to Bechtel Corpoporauon ~Bechtcl”). At this time, the PSL l’mject Team was told to 
continue refining their forecast until Fcbruaty 2009 when it was reviewed again by the EPU senior 
manageiiicnt. As noted in Scction IV, the forecast presented in February 2009 was signilicanlly 
higher than the 2008 forecast. 

0 Overall, Concenttic found - to be credible. The basis of this Ending includes Concentric’s 
I \ interview with-, the fnct that - chose to send Ius letter on a non-anonymous 

a capable project controls cmplopee w i t h  a strong background within his 
1 ”( function. cmploynient lustoiy includes tlic prcvious positions iiotcd in the = 13 believes 

Letter” and many years of ptior project controls emploplent as a contixctor at FPL’s PTN site, as 
I ~ ’ w . U  as other nuclear facilities in the US. FPL hnd enough confidence in -capabilities to 

documentntioii ptoduccd or cited by- Moreove~, Concentlic 

Total Project Cnsii flaw, PTNEPUPmjcct 2009, NovcmberU)09. 
7 Annunl Casli Floiv, PSLBPIJProject, October 2009. 
a Exicntled l’owcr Upmrca, Exmttive Stcedng Committee, St. Luck nnd Tukcy Point Novembcr 13.2009, p. 5 
9 CR 2008-11443, Apd 3,2008. 

b ‘0 -Letter, p. 2. 
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ivc him responsibility for multiple major projccts and a staff of appro.xitnately 100 people.” While 
I b wils not nwre  of all of the devdopmcnts and documents xelating to the prcparation and 

presentation of cost estimates nnd his knowledge of the information flow for the EPU Projects 
ccased when hc left the Project in July, 2009, Ius letter is largely hctually accurate.” 

IV. Clironology of Events 

A chtonology of the EPU Projects is ptescnted in Exhibit 8. A siiinniary of the chronology, 
including the major e ~ ~ t s  relevant to Concentric’s review are highlighted below. ‘l’his chronology 
\vas used to inore fully understand the ongoing dynamics of tlieEPU Projects and the precise timing 
of certnin EPU Project activities. The suminaty presented below should not he used as a substitute 
for a review of the entire chronology presented in Exhibit 8. 

A. chrollolsg)! 

The EPU Projccts began in 2007, at which time H’L undertook an initial scoping shidy to determine 
a rough order of niagnihide (“l<O&l”) cost estimate based upon a preliminary assessment of the 
compoiients which would requiire replacement to opei;lte PSL and PTN at  the upmtcd conditions.“ 
Concentric understands, ns originally proposed, the EPU Projects were expected to ~ ~ m t i i e n ~ e  
operRtions post-2012, but the schedule was advanced following the FL PSC‘s rejection of the Glndcs 
Paver Park Determination of Need in 2007.’’ PI’L fded for a Determination of Need for the IZPU 
Projects on September 17,2007.” 

In the winter of 2007 and 2008, FPL retained Shnw to review FP’s  initial scoping study and to 
confirm or reject the results of this analysis. Concentric undwstands from our intctviewvs that these 
studies g e n d y  confirmed the FPL scoping analysis, but sonic discrepancies related to the 
repl~cement or refuibisliiiieiit of certain components existed for Tiirkcy Point. The initial cost 
es!ltnateincludcd a contingency allocation of approxiinately 45%.16 

In Ap14 2008, the EPU Project team nssigned to PSL (the “PSL Project Team’) identiGed the 
potential to exceed the original FPI. PC Shaw scoping estimates. At tlus time, the PSL Project Team 
initiated Condition Report 2008-11443 (the “CR”) which stated the “EPU Project Feasibilitl. Study 
may not have captured the full spectrum of modifications necessaty’’ for the uprate,” In response 
to tllis CR, the EPU Project team developed a “High Risk Mitigation Plan” which \vas attached to 
the CR.” The I-Iigh Risk Mitigation Plan included a list of actions which were required to be 

‘I Ibid. a j2 FoUom4ng ow imwiew with- on hbrcli 17, 2 0 1 0 , ~ n o t i f i c d  Conccnuic nnd WL din endl  an 
bfardi 19,2010 of potential maliarion aginst him 1)y his supcrviror. A copy of IMS em21 in auaehed RP &hibit 7. 
Concenuic reported t l h  enmil to FPL’s Law Department. It is Conccnuic’s understanding this matte< war 
~ddrerscd by lhc ITLHumnn Hesouices C‘HR’’) Dcpmmcnt. 

’3 Florida Power & Light Compmy’r l’ctition to Dctcolinc Need for Bxpausion of Elecuical Power Plants and for 
Bxcmption from Rulc 2532.082, FJLC., Docket No. 070602-EI, September 17,2007. 

14 Florida I’ublic Senice Commission, Odcr No. I?SC-O8-002i-FOP-E~, January 7,2008. 
Is Florida Power k Ligltt Company’s Pctition to Dctemllne Need for Rxpniaioii of Rlectiicnl Power Plants and for 

Exemption From Rule 25-22.082, F.A.C., Docket No. 070602-PL, Scptcrnbcr I?, 2007. 
16 Ibid. 
I7 C8 2008-1 1443, “Detailed Description,” A p d  3,2008, p. I .  
‘8 Ibid..p. 8. 
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completed by the RPU Project team including prepintion and submission of a revised cost estimate 
to the EPU Project Director, amon othw items Thc High Risk Miti tion Plan \vas signed by the 

I -and the e but not the-, Concentric does 
not believe that this High Risk Mitigation Plan \vas ever completed. Concenttic also requested a 
copy of the revised cost estimate described in the High a s k  Mitigation Plnn, but was told that this 
document could not bc located, nor could its existence be cunfinned.’9 

Throughout the period from August 2008 to November 2008, the PSL trend register indicated a 
potential for underestimation of the EPC costs for the PSL EPU. On Novcinber 7, 2008 the EPU 
Projects’ EPC vendor submitted a revised faecast of 9262Mh3 for the PTN EIW20 This conipares 
to the scopjng analysis assumption of $225lvlht?’ 

In December 2008, the PSL Project Team again identified the potential to exceed the original 
forecast following the execution of the EPC agreement with Dechtel. A prelinlinaiy, revised forecast 
for PSL \vns prepared and provided to the EPU Project tnansgeiiient at that tinie. EPU Project 
nianagernent, however, requested that the PSL Project Controls group further refine and develop 
the revised forecast. 

CR-200837753 w a s  wtitten by the PSL Project Team in December 2008 arid noted tile EPU Project 
is a tnajor change for PSL and should have a change inanageinent plan in place. In addition, CR- 
2008-37753 goes on to state that CR-2008-1243 \vas dosed with severd future actions conmined 
within R risk mitigation plan and ttncked separately within the EPU Risk ivIitigntioa Program. CR- 
2008-37753 concluded that thete was a “missed opportunity” to treat CR-2008-11443 as n change 
manegeiiient plan?’ 

11 second meeting to review the xevised 1’SL forecast occurred in Februaiy 2009. ‘l’his meeting was 
2 attended by the EPU Project tnanagetnent team and reportedly included -, who was 
3 appoiiited t h c v - & a s  of Jaooaty 2009, and the PSL Project Team. At 

this time EPU Senior A*Iunngeinent was presented w i t h  a forecast of approxiniately $785 MM for 
PSL, ail increase of R ioxunntel $129 &Kon over the then current dudget.” It ;vas reported to 

‘-i Concentric that the - Y  and die- responded with a number of 
’ questions related to the basis for the revised forecast and reque&d ndd&ional iefinemnent of the 

forecast. 

A sltnilar exercise \vas undertaken for PTN in ~ , I R K c ~  2009, and PIN bcgaii to repoxt its 
performnncc r c l ~ t i ~  to tlds revised forecast. However, the PTN Project Team was instnicted by 
the .-. to revise the initinl reports, to inensure cost performance relative 
to the original project baseline because the revised eshnate s t i l l  had to be “validatcd,” and because 
an “extensive effort [\vas] about to begin to evaluate [PTN’Sl cstiinated cost to cotnplete Tor the 
FI‘N EPU Project.”*’ 

5 

‘The June 8,2008 Kirk Reginter hcludcs nn Item wliicli in sirnilnc to llie High Rirk Aliljgrlian Plan, bur the docvmcolp 
rcquircd to dose out this tlich Risk hlidgaiion Plan codd noi be locaed. * Tlxlrndcd Power Upmics, I’rojeccr Update, ‘ I h k e y  l’oint, July 25,2009. pp. 25-26 
IKd. 

2 CX 2008.37753, “Additional Information:’ Dcccnibct 10.2008, p. 1. 
S!mm%y Cnsh Flow EI’U Total 010217 Redcwed.xlr, “PSLEPU Pmicct’l’aml.” Pcbmarv 17.2009. , 

b Emdo-tomonpour recipient, dntcd hlarch 26, 203<. 
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‘ On May 1,2009 th- s u b t m  . _  ’ ’ estimonp in Docket 090009-HI 
stated ‘The EPU Projects are 

progressing on schedule and within budget.” Additionally, this pre-tiled direct testimony stated 
‘There are no changes at tlis time to the total non-binding cost estimate provided in May 2008 in 
Dodret 080009-~I.‘’’6 At the same t h e ,  FPL subinitted the pre-fied, direct testinionies of 

2. before the FL I’SC?’ In this testimony, the 

3 FPL; 
L, . and wr.  Jollt~ J. Keed, Lhatrman and CEO of Concentric.” 

At the end of May 2009, the EPU Project managcinent tcam reported to die ESC that the Bechtel 
EPC estimates had inctcascd to a level in cxcess of Bechtel’s indi 

5 with corporate govci-nance of the EPU Project, and includes FPL’s 6 -FPL Gioup’s President, and seveirrl otheis. This increase \vas reported to 
bc tlic result of higher than expected projections of field noli-manual and manual labor hours.n 
Siiidarly, the current EPU estimates were reported to include redundant project management and 
oversight cosk which the EPU Pio’ect management team believed may be able to be eliminated to 
reduce the EPC vendor’s forecast; Finally, it \vas rcportcd that the EPU scope had grown largcr 
than the indicative bid presented in November 2038. The EPU Project management team rioted 
tliat the curimt estimates were based on preliininary design itiforniatioll, mid that the project was in 
the process of refining ncw “level 1” estimates.)‘ A targct completion date of June 30,2009 for thc 
iicw ‘Ievcl 1” estimates was presented to theBSC at  this mneeung.” 

Following the May 2001 ESC presentation, the EPU Project management tcam undertook an EPU 
Modification Scope Review for both PTN and PSL.” ’l’he results of these reviews were reported on 
June 16, 2009 and Yecorninelided the elin~nation of a substantial number of modifications as not 
necessary to opwatcin a n  upirrtcd condition?‘ 

The subsequent ESC meeting was held on June 23, 2009.” In tllis presentation, the HPU senior 
mnnagetnent team noted tliat the EPU Projects were cotnpletirig ‘‘level 2” estiniates and reiterated 
thc concerns related to the EPC estimates since Beclitel’s indicative bid in November 2008.” This 
presentation was relau\:ely short nnd precipitated a much more detailed cost review in July 2009. 

During the intcweniiig period behveen the June and July 2009 ESC ptesentations, the EPU Project 
tenm expended considerable effort to produce a detailed, “line-by-lioc” cost review for both the PSL 
and PTN Droiect. Concurrentlv. a decision to redace the EI’U senior inanaeeinent team was made. 

I ,  , I  0 

As a result FPL’s executive tenm recruited four cniployees for tlie BPU Pioject team including a ncw 
9 -, 811 . , an I--, atid thc 

6 Dltcct Teslimoiiy 01, Dmkct No. 090009-El. May 1,2000. 
zs hid. (It pp. 2-3. 
27 Florida Powcr & Light Company’s Pelifion for Approval of Nuclear Power Plant Cost Rccovcq Amount for Le 

PcriodJmunr).- Deccmbu 2010, .\lay 1,2009. 
3 Exltndrd Power Upnns, l3xccutivc Steering Conmiltee Update, Saint Lucis &Turkey Point, May 2009 p. 3. 

Ibid., p. 14. 
Ibid. 

’1 Ibid., p. 15. 
32 lbid., p. 18. 
’J P’PN EPU Scopc Rcvicw dated Junc 2009. PSLEPU AIorliGcation Scope Rcvicw dnted June 16.2W9. 
31 Ibid. 
’ 5  Extended Po\w Uptcs ,  Excciilive Stccring Cornniltee hleeiing, Sniot IAicie Rc’liukcy Point, June 23,2009. 

Ibid., p. 12. 
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I - Tlicsc individuals were selected and recruited from within FPL 
behveen the end of June 2009 and July 25,2009. 

At the Judy 25,2009 ESC presentation, the ncw EPU senior manngcment teniii was introduced nnd 
the ESC \vas briefed in detnil on the rcvised cost forecast. At this tine, the forecast for PlN was 
revised upwaid by approximately $161 million from $749 million to $910 d o n ? ’  Similarly, the 
1’s forecast was revised up\vard by nppro-ximately $140 million from $656 million to $796 nfioti.” 
The slides which prescnted this informnbn to the ESC noted that the “current budget” WRS being 
increased to the “curtent forecast.”” Sim ultaoeously, the ESC was advised that the IvIny 1, 2009 
NCRC fensibility r i n g  had been based on included die original 2008 cost forecast, and rcvised 
feasibility scenarios were presented based upon the current forecast as of July 25, 2009,’O Tiiese 
rcvised feasibility scenarios conflrnied the continued cost effectiveness of the EPU Projects. FPL 
lins reportcd that the RSC assigned additional nctioii itcins telnted to the revised forecast to the EPU 
Project Management’l‘enm. ’I‘hesc action items included continued negotiations to reduce Beclitcl‘s 
costs. 

7 Following the July 25, 2009 ESC meeting,-eft the EPU Pioject nnd rctutncd to FPL’s 
Niiclmr Projects Department.“ 

No ESC meeting \vas held in August 2009, but both EPU Projects pmduccd a cash flow report. In 
the case of PTN, the Total Project Cash Flow report \vns not updated to reflect tlic rcviscd forccast 
that had been pmented to executive management oti July 25,2009:* In contrast, the PSL Annual 
Pioject Cash Flow rcport was reviewed, the budget performance iudicator was changed to red, arid 
the total project cost suinmaiy presctitcd on this report continued to be shown as “under revie\v.“” 

3 NCRC hcaiings in ‘I’aUnIinsscc bcgan. D u h e  thcsc henlings the 
tcslificd thnt should Iic be askcd the same questions contnioed witiun his ‘ pre-filed, direct testimony his answers would rcniain the same.U 

On September 9,2009, the ESC was presented with a newly revised forecast thRt fiirthct increased 
the cost the EPU Projects by approxiinntcly $104MM tohll foor both sites.” This presentntion stated 
that approximately 30% of the totnl project costs have “high cettainty.”a 

At the October 22, 2009 ESC ineeting, the ESC was advised that the curtent forecast for the 
piojccts \vas unchanged, but that the contingency had decreased by npproxlrnRtely $12 million.” I n  
addition, the M U D C  estimate WRS decreased by appioximntely $150 ndlion to $200 nlillion.’ A 
footnote in the presentation indicates tlic AFUDC \vas reduced to reflect FPL’s pro-rnta share of 

37 Extended l’mw Uprales, Project Uiidalc, ‘liitkcy Point, p l y  25,2009, p. 5. 
J8 &tended Power Upmlei, Project Updnlc, SnLt Lucic, July 25,2009, p. 8. 

Ibid., p. 11 nrrdEsrended Power Upmtes, Project Updnm,’lirrkcy Point, July 25,2009, p. 8. 
‘0 Ibid. u. 50. 5 4’ d L C 1 t e r .  
42 Total I’roiect Cash Plow, PI’N BI’U Proicct 2009, Aupust 2W9. 
I’ Annual Cmh Plow, PSL nPU Ptojecl AU ai 1 2009- b 4’ Transcript of Uiect  Exanunauon d-1, Srptcmbci 8.2009, pp. 208.209. 

hiended l’owcr Upmlcs, Oxcctii\~c Steering Coriimillee, SL Lucie nnd Turkey I’uint, Scptcmbcr 9.2007 
4‘ Ibld.. I,. 9. 
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1’SL Unit 2.“ The remaining values showvn in tlus presentation ate depicted as the fuU cost of the 
EPU Projects regardless of ownership. 

Also in Octobcr, PSL produced hvo diffment Annual Project Cash Flow Reports with different 
budget performance indicators and different total project cost sumiiaries. The first of these reports 
is dated October 1, 2009.a This repmt includes a red performance indicator and the total project 
cost sunimaiy is listed as .‘under review”. The second report is dated October 7.009. The budget 
perforniancc indicator in this report is listed as yellow and the total project cost sunimary is dianged 
to $651 adlion.”’ No one with whom Concentl-ic spoke could explain the diffetence or tlie reason 
for the two reports. 

B. i<ey Conclusions from Chroiiolo@ 

Concentric has developed the following conclusions which are relevant to the tliree key questions 
noted in Section I1 to be relevant to the prudence of FPL’s management dedsions and the hvo key 
questions related to the information development and distribution within FPL 

Tlic original FPL and Shaw scoping stiidics provided the basis for FPL’s decision to proceed 
with the EPU Projects in 2007. 
The EPU seilior project management was alerted to the potential for the forecast to increase as 
early as Apia 2008 through CR-2008-11443. 
The EPU senior project management reviewed a prelimina~y, revised forecast for PSL as early as 
December 2008 and a more refined version of tius analysis in Ikbruniy 2009. 
The EPU senior managanent prepared the July 25,2009 ESC presentations w i t h  the intent of 
providing R detailed, line-by-line review of the changes to the foremst. 

* ’  As of July 25, 2009, ITL believed tlie EPU Projects continued to be economic based on the 
incremental output. 

\vns a w e  of and had assistcd in tlic presentation of a revised cost 
estimate to FPL’s executivemanagers on July 25,2009. 

V. 

In  determining wlietlier EPU Project costs wcrc prudendy incurred, h e  FL PSC wviU be concerncd 
with hvo items. First is whether tlie decision to proceed w i t h  tlic projcct was prudent based on the 
expected economic and other bcnefits to FPL’s customers. That question is nddressed below. 
Second, the FI. PSC wiU bc concerned with wliether the E1’U Project’s costs werc priidently 
incurred. This question is addressed in Section VI. 

The initial decision to proceed with the EPU Projects was made in August 2007 on the bnsis of 
PPL’s pxclimitiahy scoping andysis wvluch prcdictcd, at a high level, wlich plant components would 
require replacement or modification to support tlie increased output of the plants?’ As \vas 

FI’L’s Decision to Proceed with the EPUs 

49 Ibid., pp. 6, 18. 
d,~ualC~rhPlow,PSLBPUI’roject, Octobcr1,2009. 

51 Annual Cash Plow, PSI, BI’U I’cojcct, October 2009. 
leal Plant. Bnlance of Plant. !&e 

tended Power Uorixt$ 
52 Shaw Stone & \Velxter, Inc., %skey Point Nuc 

Fcbmary 2008 aid S h w  Stone & \Vebrter, Inc., ikh&3kk Plant. BR- 
Scepioe Shzdx, Febebrurry 2008. . Page 9 of 23 
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ncccsMidy the case, this work \vas cotnplctcd absclit any detailed design work. The information 
prcsented in this study was used as onc componcnt of a fmsibiliy analysis wvhich comparcd the 
operating cost of PpL’s portfolio of gcncmting resources with and without tlie EPU Projects.” In 
addition to tlie estimated cost to complete the EPU Projects, this analysis relied upon tlic ptojccted 
level of incremental output, the commercial opexations dates of the EPU Projects and the dumtion 
of the outages. To the estcnt the resourcc portfolio that included the EPU Projects was projected 
to be cheaper to operate than the generating portfolio absent the EPU Projects, it \vas deemed the 
EPU Pmjects were in the b a t  interest oEFL and its customers. Thus the question bccoincs would 
reporting of the revised forecast to FPL’s HxeciitiTFc Management hnse materially affcctcd the 
fersibility analysis and influcnced WL’s csecutive management’s dccision to proceed with thc EPU 
Projects in 2008 or again in 2009? 

It would not bc apptoptiatc to assutnc FPL’s csccutive nianagerncnt should liavc become aware of 
the tevised cost estimate in December 2008. ’Jhc estimalc that \vas prcpared at this hie was 
preliminary in nature and warranted additional review by the EPU Pxojcct team to further align it to 
the ElW senior management‘s objectives for the Hl’U Piojects. Vittridy all inteivie\vces agrccd with 
tllis conclusion. 

It is Concentric‘s conclusion that, at-best, awareness ofa revised forecast could have been improvcd 
by five months. Concentric believes the Live month timeframe is appropriate given the FebmalT 
2009 meeting between the El’U senior management and the PSL project team. A s  noted above, this 
meeting followed 811 initial review of the PSL cost estiniate in December 2008. Following a 
conclusion as to how niuch awareness of the revised forecast could have improved in the “best case 
scenniio,” Concentric cvaliiatcd whcthcr this would have nlfected FPL’s decision to proceed with 
thc I’,FU Projects. In this regaid, it is important to note that toughly contemporaneous with thc 
revision to the cost estimate, FPL also learned that a higher Icvcl of incrcmcntd output may be 
produced by the HPU l’rojecb. Tiis additional output was the tcsult of more dctailcd cnginccring 
which had been completed since the original scoping studics in 2007.” 

As noted abovc, FPL’s dccision to procecd with tlie B1’U Projects was based on an econonlic 
feasibility analysis which telicd upon thc expected incremental output of the facilities as wed as the 
espected cost, among otlictitems. Due to the incrcascin tlic piojcctcd output of the EPU Ptojects, 
the ccononlic feasibility analysis was not substantially nffccted by the rcviscd cost estimate. Indeed 
the July 25, 2009 ESC prcsenlation for PSL indicatcs that, when both the higher costs and greater 
output arc considacd, the EPU Projects continued to be economic, although npprosiinatcly 1469% 
less so, as compared to the information subnlitted on May 1, 2009 to tlie FL PSC.” Advanced 
awareness of the increased cost estimate in the best case scennrio would not h a w  altered FPL’s 
decision to proceed with the EPU l’rojects. Further, Concentric notes that prudence is dcfined by a 
mnge of reasonable actions, not by perfect or even significantly above average performance. Thus, 
EPU S d o r  MmagemenL did not act imprudently by presenting the tevised forecast to the ESC in 
July 2009 ixthex than Februniy 2009. 

5)  Plodda Pa\\.cr dr Light Cornpiny’s Pctition to Dctcrminc Nced for Expnnsion of F.ectrical Power Piants nnd f a  
Z~ernptim fmm Rdc ZS-ZZ.OBZ, F.A.C., Docket iio. 070602-El, Scpicnibcr 17,2007. 

Y Extcndcd Powci Upntes, Pmjnt Updntc,’l‘urko)@ Point, July 25,2009 nmfnstcnded l’owcr Upcaies, Project Updntc, 
Saint Lucic, July 25, 2W9. 

55 Extended Po\\cr Upratenter, Piojcct Update. Saint Luck, July 25,2009, Pg. 50. 
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VI. 

Concentric’s rcvicw of the =Letter has illustrated the distinction behveen the cost estimation 
piocess and the inciiruence of specific costs. The former is the projection of future costs without 
the actual expenditure of company OL customer dollars. The latter is more critical to the PL I’SC’s 
rcvicw and involvcs the actual cxpendihw of company and customer dollars or the cotnnutmcnt to 
do so a t  a later dnte. 

2 T l i d l l l  Letter indicatcs- concerns are specific to the cost estimation process within 
the EPU Projects and more specifically the reporting of revised cost estimates to FPL’s executive 

3 manageinent and the PI. PSC. The = Letter does not identify any costs the result of 
9 an imprudent action b r PPI, Concentric contitmed this understnnding of the Letter duung 

The Revlew and Apptoval of EPU Costs I n  the NCRC 

I 

5 our inteivicw with h 
Similarly, Concentric found no indications of costs that were the result of imprudent decisions or 
actions on the part of PPL’s management. This conclusion \vas reinforced hy all inter’ ‘lewees. 
\Vlien asked \vhetIiw they were aware of any costs that slioiould not be passed along, the unanimous 6 answer was “I~o”. Indeed,- ncknowledged during our intciview that “the costs wviU bc 
\vhnt they [are])’ atid his concerns are idated to what inforinntion would be presented to the FL 
PSC. J ~ S  a result, Concenttic believes tilere nre no costs wllich should be subject to disallowance by 
tlie FL PSC on the basis of imprudent decisionmaking. 

VII. 

A. Scove of Inaiiiy 

The chronology of events presented in Scction IV of this report led Concenuic to focus on the 2009 
NCRC proceedings“ in ordw to assess wliethcr the infomiation presented by FPL in thosc 
proceedings relating to the DPU cost estimates, schedule, and cost-effmtivemss was accumtc and 
consistent with tlie standards expected for testimony before, and submissions mnde to, a regulatory 
agency. Tllis includes cnsuring that approved changes to the project forecast were cleady 
communicated to the FL PSC in a timely inantier. 

There were three sepaixte sets of activities in the 2009 NCRC proceedings in which information 
about the stahis of the EPU was presented: 1) pre-filing of testimony, both dicect and rebuttal, 2) 
production of docunients and nnswering of interrogatories in the discoveiy processes, and 3) 
testimonyat the hearings. In the 2009 NCRC proccedings, prc-fkd tcstiniony on thcsc niattcrs was 
subinitted on May ‘I, 20.09 (diced) and August 10, 2009 (txbuttal); documents wae provided and 
interrogatories were responded to fivm Jaiiunty, 2001) thtough the hearing; the hearings on these 
issues were held on Septetnbcr 8,2009.” Since an important element of this investigation has been 
about the timeliness of intcrnnl and extand information flow, we have chosen to examine FPL’s 
actions in tlic three scparntc dtncfrnmcs discusscd above. 

The Flow of Inforindoti to tlie FL PSC 

sb FL PSC Docket No. 090009-EI. 
5’ bid.  l’ie-filed terrimony was dio Wcd on March 2,2009. n i n t  testimony relnted to 2008 costs. Given Conscntric’s 

caneiiirions in Scction VI, tlic tcstimonyis not nddresoedin tllis section. 
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B. Pre-fikd Tcstimoi~ 

FPL presented four whnesses in the 2009 NCRC proceedings on issues relaling to thc EPU 

Mr. lohn I. Reed, CliaLmnti&id Ce6 of Concetitiica, and 
’I’L.“ 3 

Tlic issues within the scopc of this investigation, i.e., the no ected cost to completion, schedule, nntl 4 cost-effectiveness of ttic F.PU~, were presented in h direct testiinony“, and the 
S exhibits sponsored by him, and that information was used in - cost-effectiveness nnnlyscs.6’ 

Mr. Reed’s testimony related to nudenr project controls, pcocedures, policies, and practices, and the 
pnidence of FPL’s costs. He offered no estimate of the projected costs to completion or opinions 6 on thc cost cffectiveness of the WUs. W t e s t i r f l o n y  ylnted to the accounting for Fl’L’s 
incurfed costs and the 2009-2010 projected costs. She did not offer any estimate of the projected 

hwcforc, our tcricwv has costs to completion OK opinions on the cost cffcctivcncss of thc 
focused on the testitnony o f m a t i d ,  to alesscr extent, 

The profiled Direct Testimony filed by - on M a y  1, 2009 included tile following 
statuncnts: 

7w 7 

‘ThEPU l’yects nt#pvgi~.tsiig 011 scheditfe mid wifhiii h & e G  lo defiiw the siihtmtfiflf 6eti@f~ 
fitddiliotiaf itiicfr#rgeiieinri,rR mp& Io ciisfo?ncrs@om WL’J exisfitg St. L ~ i c i e  (PSL) i&s I 
e9 2 atid TtirAv Poitti (PIN) Uttifs 3 e9 4 ttiickflrpoi~rptaiifs. ”* 
‘Wet8 ala no chfltges nl Ibis liine lo Ih8 lolaf iton-biitdtig cor1 esliti~nfeptniided in Alg 2008 in 
Dockel 080009-EL Atid fls &iiioiisfinfed 5 FPL w i f t t e s a  1/11 ipnlept@d coiifiiiuu lo he 
m s ~  a@~iw when tvinpmd io the adiitioti of of herpiemtion nfiewofiii.u I“ 

‘MNettdx I iiichtdts ihe TOR schedifts that mti@mu fhe wwfpt+ecfioiis 10 FPL’r ot@id& 
J%d Sf. b i i e  mid Titrkg Poitit rods . . . A1 fhis h e ,  m?L hns uof idet@eiI atg ited 10 twise 
1he told itoit-biit&ig mst tsfbmle piorhied lmf Mq in Docket 080009-EL A s  tvotttd be 
ex$& Ihe Coii~@tg coiifiuti~s lo etwhinfe fhe mfs nssoriflftd iuifh fhispttjecf. As udidlik siich 
as J i t d  eigiiteeritg mio& nttd des&, morialed NRC nqiiitwieitfs mtd touhv.f, ntid 
,vit~friirfioitpfaiiiiiig niv  NIP ckm8 dgtied th6 Coqbniy tvift umke my tie emit^* n i o m  lo the 

lo 

I I $9 Direct Teshony 01, Docket No. 090009-Et. M a y  I. 2009. 

Direct l’erhony of-, Docket No, 090009-E1, hlay 1,2009. -eft the RPU Project 
In July, 2009, nndlcft FPL in Jnnuaq, 2010. 

VJ Direct Testimony ofJohn J. h c d ,  Docket No. 090009-EI, bky 1,2009. 
I 61 Direct l’wtimony 01, Docker NO. 090009-nr, bray I,  2009. 
I 3 bz Direct Testimony of-, Docket No. 090009-S1, Hay 1,2009. 
I 763 Direct Twlitiiony o m ,  Docket No. 090009-EI, hhy 1,2009. 
1S-U Direct Tesuniony 01, Docket No. 090009-EI, Nny 1,2009. 
I 6 6 3  Direct Testimony of Y L r ,  Docket No. 090009-BI, N a y  1,2009, p. 2. 

Ibid., pp. 2-3. 
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oiigiiid Ear/ ehiafe. The TOR schedill/aspivuidc fhe brsf iiiJkmfioii uiiwitfb aidable/or lhe 
mr/ i v m ~ ? y p o ~ o ~ : o t i v i ~ ~ ~ ~ l ~ . ’ w  

\ ’llie ‘IYIR (True-Up to Original) schedules include Schedule TOR-7, which was sponsored by 1 
%-- and which continued to rely on the cost estimate submitted inDockct 080009-EI, along 

with a restatanent of the caveat that the Company continued to evaluate the costs of the project.* 

As of May 1,2009 (the date the prcfded testimony quoted above was filed), the followiug events had 
transpired: 

A Condition Report (CR-2008.11443) dated 4/3/08 rnised co~icmiis about the 
validity and reliabili 9 of tlie EPU cost estimate that w a s  used in Docket 070602-~1” 
nnd tha &continued to use in itlay 2009’0 
The PSL EPU trcnd rcpotts for August 2008 througii November 2008 had mised 
eonccrns about substnntid undwestirnation of the PSLproject costs’’ 
OnNovenibu. 7,2008, Beclitel informed FPI, that its estimate of costs for tlie PlN 
EPUs lind increased by $37 million; this higher value was used in the Bechtel 
COIltmet 
In early December, 2008 the El’U’s Project Conttols Group identified that the May 
2008 cost estimntewns likely to be too low given the Bechtd contixt and cost 
A Condition Report dated 12/10/08 concluded that the resolution of the 4/3/08 
Condition Report was a “missed opporh~niiy”” 
On FebruaiT 17, 2009,- \vas pesented with an  analysis prepared by 
Project Controls and tlie PSL site diat tliek forecast for PSI.wns 8129 inillion above 
tlic Mny, 2008 estimate73 
By March 26, 2009 the PTN site teain had also concluded that thc cost estimate 
should be laised above tlie May 2008 estimate; a decision was made to not use the 

participated in dewloping a presentation in Iate April/eady Mny 2009 
informing the ESC that d f l e  Beclitel had estimated lliglier costs, tlie forecasts for 
PSL and PTN were unchanged from the May 2008 estimates; the Projects’ cost 
stntus is shown ns "green.'" 

‘3 
e 

e 

“( 

e 

because it was consideled “preliminai,.ln4 

As shown by this chronology, the EPU’s cost esdtnntcs were clearly io a state of rapid flux by h4ny 1, 
2009. \Y‘hile there wns nioualiti evidence to indicnte that an upwntd revision to die cost estimate 6 was likely, as of May I, 2 0 0 9 h  had not reported such nii increase to the ESC not had 

67 Ibid., p. 2.1. 
7 6.3 DiceectTeariniony 0-, Dockct No. OPOM9-81, Exltibit I ,  May 1,2009, p. 104. 

m Florida Powvci & Ught Company‘s Petition to Dctcrnline Need for Expandon of Electrical l b w r  I’lnnrr and for 
Exemption from Xiilo 25.22.082, FAC., Docket No. 070GOZ-E1, September 17,2007. 
Evtcndcd Powr Upmtcs, Project Updatc,’l\tckey Point, July 25.2009 andErlendcd Power Upmtes. l’mjcct Updnte, 
Salnt Lucic, July 25,2009. 

Page 13 of 23 

[Pt 



CONFIDENTIAL 

CONFIDENrIAL 

1 an incrcasc been approved. \Vliat-liadreported to the ESC was consistent with what 
his Direct Tcstiinony reported to the FL PSC. Additionally, Schedule TOR-7 appropriately 
indicated Uic Company continued to evaluate tlic costs of the ElW Projects. 

C. 

Concenuic requested, received and reviewed aU documents produced and iriterrogatoiy responses 
subinittcd by PI, in Docket 090009-E1 and pertaining to the EPU budget, schedule and cost 
cffcctiveuess. Our review led us to follow up on one intcrrogatoiy response, submitted in response 
to Staff’s Fifth Set, No. 53, for furthm nnalysis.“ This interrogatoiy response, ~vluch is attached as 
Exliibit 9, sought a listing of en& nnalysis thnt FPL was offcring to satisfy the reqiimnents of 
Secdon 366.93(5) F.S., wvludi requires an annual comparison of the budgeted and actual costs as 
compared to the estimated in-seivice cost of nuclear projects. The response, wlucli w a s  submitted 
on August 17,2009, refers to Schcdulc TOR-7 which contains the Coinpany’s annual coinparison of 
budgeted and actual cost. Schedule TOR-7 was submitted on Ma), 1, 2009, and is described as a 
<, snapshot” of a continuous process.” 

Betwccn hhy 1,2009 atid August 17,2009, major changes were inride to the forecast for the EPU 
Projects. On A h y  31,2009, the PTN ElW budget indicator \VIIS shown PS red, indicating a serious 
challenge to meeting the csistiiig On June 3, 2009, Bechtel submitted a “D50” (mean 
value cost estimate for PTN thnt was $108 inillion above the May, 2008 esiimate.” On June 23, 

2 2009- advised the ESC of tlic Bechtel estimatew, and the ESC instructed him to 
preparc a “line-by-line” updated forecast for the projccts to be reviewed at the nest ESC mccting. 

3 Tlds updated estimate \vas prepared at the direction of - by several staff reportcdly 
working seven dnys a wcck for a month and was presented to the ESC at nn all-dRy, Sahirday 
meeting on July 25, 2009. In the week leading up to that mecting, the EPU lcadwsliip team was 

L( replaced, and -\vas reassigned to a position outside of the EPU, although lie actively 
participated in tlic July 25, 2009 presentation. That presentation established ncw cost estimates for 
the EPU Projects wldch were approximately 21% higher than the May 2008 estimates.“ Tliexefore, 
Schedule TOR-7, wliicli is referred to hut not attached to the response to Shff 5-53, was out of date 
by August 17,2009. 

However, the interrogator). only asked for a list& of thc responsive afi~lyses, not for FPL’s current 
01’ updated analyses. Concentric vie\vs the response to Staff 5-53 as being accurate, reliable, and 
rcsponsive, even though the document referred to was out-of-date. Tlic respondent atiswered the 
question in a forthright fashion based on all of the infomation known to rlus person at the time. 

and PI oduction of Documents 

76 Rerponrs to Dockct No. 090W9-EI, States Fifth Sot of Intcrmgntorics, Inlcirogatoq No. 53. 
7’ Ibid. 
’8 Told Project Cnshflowv,PTNEPU Projcct2009, M?.y 31,2009. 
79 Exlmdcd Power Upmtcs, Projcct Updatc,’lbrkcy Point, July 25,2009, pp. 25-26. 
W Exttndcd Powcr Upmtcs, Evccwivc Steciing Committee hleeling, Saint Luck & ‘liwkey Poinr, ]uno 23.2W9, p. 12. 
8’ Extended Powcr Upmtcs, Pmjcct Updntc, ’lbrkcy Point, July 25.2009 fliidExknded Power Upmlcs, l’mjcct Update. 

Saint Luck, July 25, 2009. 
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D. Yesurnon! f a t  Hearing 

As stated earlier-and- appeared at the NCRC hearings on September 8,2009. 1 
,l At the hearing, the following exchange took phce behVeWI -rind counsel for FPL": 

3 BY -. 

Q. 
aiiwers Go lh4 saiiie? 

A. Ye& lhp i~ i i l i l  h. - FIX, n s k ~  //a[ l / , c p i $ ~  dim/ tertiiiioiy be iiiserlmt iii/o the twwd 0s 
rhoi@ i d  

Jf I arkedjoii the rnim qiiml~oirr miikziiid iii jour pi@d &iwI lotiinoiy, iuoiild~oiir. 

y? 

The exchange with counsel had the effect of asserting that all of the statements in the pre-fded 
testimony, and the eshibits sponsored by -1 remained truthful and acciirnte as of 

6 September 8, 2009. Tlus followed- introducing seveml corrections to errata in his 
pre-fded testimony, and updating his pxefded teshnony to reflect his new title and mponsibilitics 
mith FPL. 

.I 

7 As of Septembe 8,2009-had participated in the development of highly detailed cost 
projections for the HlW Projects, and bad presented these new estimates to seveid senior FPL and 
contractor pesonnd on July 25,2009." The new estimates for PSL were caveated as still being "at 
the concephia~ level8'" (as were the MayaY, 2008 esthnates") and the comment \vas inade tliat the full 
scope \vas still not known. However, the new d u e s  were dearly labeled as the "Current Forecast:' 
and the statement \vas clearly 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 estiniates arid the lessons that should be learned 
ftotn this experience:' Concentric also notes that the M C  \vas explicitly advised that the new cost 
estimates were inconsistent with the May, 2008 and May, 2009 dnta that had been presented to the 
FL PSC and that seveml new cconornic fensibllity annlyses had been perbrined, which updated 
those analyses that had been submitted to the FL PSC eleven weeks The new feasibility 
analyses continued to show that the projects were beneficial to customers, although less so tlian in 
the May 1,2009 fangw 
Bnsed on the inforination presented above, Concentric has concluded that by the lime 

-took the stand on September 8, 2009, the information )resented on Schedule TOR-7, 
/o and the testimony related to it, ivas out-of-date. By this time, A a d  presented rmised 

,September 8,2009, pp. 208-209. 
hIcctingiequert lor EPU Saturdlny Srrslon, m II y 9,800 Ah1 to 330 1'M 
'I'ranscupt ofDiicct &amination o 

Bstended Power Upratrs, Project Upd~tc, Snint Lucic, July 25,2009. 
Norids Powci & Light Company's lktition to Dctcrmlnc Need lot Expapanalon of Miectricnl Power Plants 
U~~en~pllon rroni Ituk 25-22.OSg F.A.C., Docket No. 070602-EI. Scptcmbcc 17.2007. 
Extcndcd Power Upra~es, Project Upd~~, ' l~"~~=yI~"i"t ,  July 25,2009 md Extended Power Upmlcs, l k j cc t  
Siint Lucic, Jdy25,2W9. 
Ibid., pp. 3840 nod pp. 51-52, respectidy. 
Exkdcd Power Upmks, Pmject Update. Saintlmsic, July 25,2007, pp. 44-49. 
IM.. p. 50. 
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cost esumates to tlie E X ,  and tlie EPU Pioject management team had begun relyhg on the revised 
cost e s h t c s .  Our opinion in this regard is also supported by the statements of nearly all of the 
EPU l’roject personnel we interviewed (other than the two EPU Project personnel that patticipated 
in the decision to not update the testimony). 

\ In our intewiewwitli him,-defended the Septemba 8,2009 redfitnation of his pre- 
filed testimony on the grounds that the July 25, 2009 cost estimates were prepared assuming the 
validity of many unapproved scope changes and tnanpowu estimates, and that they were no better 
than a c‘guess” With little support. He also indicated that lie does not recall any discussion with 
regard to whether the updated estimate should be presented to the FL PSC. 

Conccntiic agrees that the new cost cslitnates were hased on only partially completed engineering 
and design inforinntion, and tlial they were still subject to revision as new information became 
available. I.Iowcver, that is always the case \vith a construction progem such as the EPU l’ioject, 
and continues to be the case today. These facts do not suppoxt the continued use of information 
that \vas bascd on even earliet conceptual designs and out-of-date manpower and material estimates 
and wvllidi did not take into account executed major contfacts. The new estimates were the product 
of more than a dozen people working extended hours for a uionth and l i d  been reviewed hy eveq 
level of nmnagemcnt in the DPU 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 wexe bnsed on more recent data and manpower estimates that reflected the revised 
scope and loading estimates prepared by Bcchtel. Amfost importantly, they were presented to the 
executives of FPL in charge of EPU govunancc (and who were responsible for approving budget 
changes for the projects) as tlie best “line-by-line” estimates available at the time, were lnatcrially 
different from thc 2008 estimates, and have continued to senre as the reference point for all 
subsequent revisions to the cost estimates, including those that \VCLT subnutted to the FL I’SC in 
hlay 2010. In short, wllile the July 25,2009 and subsequent cost forecasts are and were preliminary, 
they represented the best information available at that time, were relied upon by FPL, and n w e  
more advanced that the 2007/2008 cost piojections. 

The documents we have reviewed, and our intuviews, indicate that thcrc \vas considerable 
uncertainty among tlie project staff in Septembet 2009 as to \vlietlier the new cost estimates were 
approved ot not, and internal reports weie inconsistent in their use 01’ non-use of the updated 
forecast (see Section VIII for additional details). The EPU staff had experienced signiticant 
turnovm and \vas also undergoing a major reorgarlixation at that time, wllich appears to lrave 
contributed to the lack of clarity on this point. 

Concentric’s discussions with Company personnel have also indicated that the fact that the updated 
fensibility analyses presented to the BSC on July 25, 2009 confirmed that the projects still offered 
si niticnnt vdue to ci~stoiners m y  also haw been a considuxtion in the decision to not update= 

‘2 P testimony. \\/liile Concentric agrees that the ncw analyses conrimed the conclusions in 
3 - testimony, we believe that a $300 million, or 27%, increase in the projectcd cost of 

I./ Concentric found no evidence to suggest that- PPL’s witness on thc cost effectiveness of 
the BL’U Projects, had any knowledge that updated cost estimates were presented to the ESC. It is 
our undustandin illat he relied on the cost estimates provided on Schedule TOR-7, as sponsored s br R a n d -  \vas not in the EPU orgailizatiorr or the Nuclear Division of FPL. 

the EPU Project should haw been discussed in the live tesbkiony on September 8,2009. 
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VIII. Recommendations for Iinprovements Related to the NCRC 

Concentric’s investigatioti into this matter has produccd the bdmv reconunendation for proccss 
improvement. These recommendations are intended IO imnpmvc the distiibution of information 
within FPL, the NCKC docket team and to the PI. PSC. 

1. 

2. 

3. 

4. 

IX. 

Concentric recommends that the process he changed in order to provide timely and ongoing 
information within the NCKC docket team throughout endl NCRC review cycle. This Wjll 
help to ensure thnt nny updated information is fully discussed within the NCRC docket team 
and prevent future concerns related to flow of information to the FL PSC. Concentric has 
been informed thnt this change has already bccn imnplemented. 

Similar to tlie recotnmcndation abovc, FPJ, and the FL PSC staff should rcvisit tllc issue of 
intm/inter-cycle docuincnt production. The ongoing production of a limited number of key 
project documents could enhance tlie PL PSC stnfPs understanding of the projects and how 
they are dcvcloping on an on-going basis. 

The NCRC docket tcam has included and continues to include a nunhcr of fist  &ne 
witnesses or witnesses with limited expezience sewing in this role. As a result, it is vitally 
itnportnnt that FPL’s Law and h g u l a t o i ~  Affairs Departments continue to provide explicit 
instruction and guidance to these individuals. It is our undcntanding that the inrportance of 
updating one’s pre-Wed testimony and exlibits is an explicit part of the witness training 
pmgram, which we believe should be conveyed tluoiigh witten instructions. 

As part of our investigation Concentric reviewed the list of inviiccs to the ESC 
presentations. Noticeably absent from tliese lists of invitces in 2009 was a representative 
from FX’s Kegulatoiy Affairs and hw Dcpattmuits. Given the importance and scale of 
the EPU Projects, and the alteniative cost recovuy treatrnent being afforded to these 
projects, a relatively senior mcmber of Regulatory Affairs Department should attend each 
future ESC presentation. It is our ~inderstandiiig that this change has recently bccn 
implemented. 

Infortnatloii Development and Distrlbutlon wltbln FPL 

The below discussion relates specifically to IrpL’s internal distdbution of EPU Project-relnted 
information and forecast. In Coiicenuic’s view, the below discussion should not be misconstrued to 
determine the piiidcncc of FPL’s decision inaking processes and therefore should not inpact the 
recoveiy of costs tllrougli the NCRC. 

As dcscdxd in Section IV, the initial EPU Piujcct budget w a s  established by the FI’L and Shaw 
scoping studies in 2007 m d  early 2008. The EPU Plojects also established a xwiet). of project 
instriictions which identified the process for addressing changes OK risk to tllis initial forecast. These 
Extended Power Upmte Project Instrucdons ~EPPIs’’) were fust dedoped in spdng 2008 and 
were updated at various points in the projcct, including following the intrduction of a new senior 
managetncnt team in July 2009. Concenttic’s review of the EPPI’s have identified tlirec which are 
rclcvant to the rcporting of revisions to tlie cost estimates within FPL 1) EPPI-300, EPU Project 
Change Control; 2) EPI’I-320, Cost Eshnnting; 3) EN”-340, EPU Project Risk h,Ianngement 

FPL 153079 
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Progixm. For purposes of our review of these insttuctions, Concentric has segmented our review 
into the pcliod prcceding July 25,2009 and that after July 25,2009. 

A. Pie-Tulv 25.2009-rm ation Flow 

As enrly as April 2008, the EPU management team was made awate of concerns nbout the adequacy 
of tlie Shaw scoping aiialysis and assoeiatcd budget. These concerns re-surfaced after the Bcchtcl 
contmct \vas awaided in Novcmbcr 2008 and werc brought to the attenuon of the EPU senior 
management in December 2008 and Febiuary 2009. By February 2009 the EPU Project Controls 
unployccs had developed a revised cost estimate, albeit in prelLninary form, that projected a $129 
inillion cost increase for PSL. ‘l‘he revised estimate was within 2% of the values presented to the 
ESC in July 2009. Similar estimates had been developed For PTN by hfarch 2009, but the EPU staff 
was diiected to discontinue use of this estimate until management had reviewed it further. 
Throughout late 2008 and the first six months of 2009, Bcchtel submitted sevenl revisions to its 
cost estimntes, all of wllich were substantially higher than its indicative hid and Iliglier than the 
estimate developed 89 part of the Shawscoping annlysis. 

These events followed the publication of Ell’l’I-300 on March 4, 2008. This project instruction 
established n formal ptocess for identifying aud tucking potential changes to the initial ptoject 
budget. EPPI-300 describes the purpose of the trend prognm as follows: 

“This document shall be used for scope changes to Capital and 0&M sub-projects 
within the EPU Project. Changes to the approved budgct will be made using the 
approved Scope Change/Trend Notice form (SCN/TN) which sl id become part of 
the budgct records.”” 

These potential changes were divided into scope changes (Le,, additional plant modifications) or 
trends (i.e., increased costs of completiug approved scope). In order to address a trend, EPl’I-300 
dictates that the trend should bc identified on a formal “Trcnd Registel” and a SCN/TN should be 
completed to request changes to the pmject forecast. The SCN/TN \vas then routcd to thc EPU 
Director for approval. The process for addtessing scope chnnges is siinilar, but requires additional 
review of the potential scope change to ensure it is necessnrg for the EI’U Projects. Once an 
SCN/’I’N is initiated, EPPI-300 requires the EPU Project Cost Engineer to establish R tracking 
number and the potential budget impnct of the SCN/’lN. ’Ihe Project Sclieduler is responsible for 
indicating the poteiidal schedule impact. Once this information is added to the SCN/TN, it is 
routed to the EI’U Prnject team member with tlie appropriate approval authority for the potential 
cost impact. Upon approval, the SCN/TN is supposed to be incorporated into the project budget 
and d future project reports?’ 

Concentric rcqucstcd the EI’U Projects’ Trend Registers and RU SCN/TNs since JanuaiT 1, 2008 
anrl received many, but not all, of thc SCN/TNs ~ I ~ O K  to issuing our report. Dascd on our revlnv of 
the Trend Register and SCN/TNs bchveen January 1,2008 and July 25, 2009 it would appear that 
the EPU Projects only partially complied with this EPPI-300. For PSL, a detailcd and 
conscientiously maintained Trend Register was maintained behveen sunuiier 2008 and at  least June 
2009. Howvet, it appeal3 that the process for reviewing and npproving trends was not 

” BFP1-300, l’rojcct Chnngc Cankol, l’g 3, RN 00. 
91 Ibidrt4-6. 
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alipivpriately implemented at PSL. Many of the same trends were identified each month without 
resolution or incorpoistion into the budgct. As an example, in nearly eveiy month between August 
2008 arid June 2009 a trend was noted with regard to the EPC budget. These wend impacts imngd 
bchvecn $10 million and $140 million. The EPC budget was only increased by $20 i d o n  during 
this period. Similarly, the PSL Project Team did not prcpnre SCN/TN forms for trends that were 
included 011 the wend register. For PIN, it would appear that the trend register was kept up to datc 
during this period and some of tlie trends or scope changes were outstanding for severnl months. 

Finally, many potential scope changes or trends appear to have been captured on the Risk Register, 
which, as discussed below vas not synchronired with the projcct forecast, rather than the Trend 
Register. For example, tlie CR discussed in Section IV abouc, resultcd in a “I-Iigh Risk Mitigation” 
plan, bot does not appear to liavc becn included on the trend register. Thus potential scope changes 
or trcnds were not adequately reflected within the forecast. Concentric also rioted that piior to July 

failed to identify a source of tlic funds on thc SCN/TNs for 
neirrly every form. 

\ 25, 2009, th 

EPPI-320 provides the project instruction for cost estimating, including the development and 
inclusion of contingencies arid the cstirnates to be used on the SCN/TNs described nbovc. This 
instcuction was cstablished in March 2008 and remains in effect today. Specifically, this instruction 
states that “estirmtes should include project risks, uncertainties, arid contingency. These should be 
documcntcd along with the methods for determining thc peizuitagc of risk and the amount of 
money associated with the contingency.” OPPI-320 also indkatcs that it is supplemental to the 
Nudcnr Projects Deparmient Instivctiori - 304 (WPDI-304”). 

FPL lias defined the contingency as “an amount added to an e s h t e  to dow for additional costs 
that experklice shows will likely be required. This may be ddved either tluough statistical analysis 
of past project costs, or by Rpplyiug expcficnce gained on sinlilar  project^."^' Nl’DI-304 provides 
additional giiklance on the devclopment of contingencies and states: 

4.7.6. As a geneml nile, conceptual estimates should have a 25-30% contingency, 
Level 1 or preliminatg estimates should bave 1525% contingency and Trevcl 2 or 
definitive estimates a 5-10% contingency. The exact percentage is determined on a 
case by case basis. 

The EPU I’tojects’ cost estimates fit the ctilcria for a conccphia~ estitnatc in 2008 and nppear to 
have acilieved Lcvcl 1 status by,the end of 2009. FPL’s piwtice prior to July 25, 2009 was to labcl 
the contingency as “Scope Not Defined‘: or “Scope Not Estimated.” This line item, although it 
rcfcrcnced the BPU Projects’ risk matiices, was then used as a balancing variable to show a flat 
oveixll forecast trend and was not based upon project risk. As a result, tlie contingency was 
depleted month-by-month. the Risk Rcgistu was nexm synchronized with the project forecast and 
the EPU Ptojects no loiigu maintained a level of contingency that is consistent with FPI:s 
guidelines. In other words, tlie BPU senior management used the initial contingency as an 
allowance” that was to be used to meet increases in scopc or cost rdier than a value wlilch reflects 

the risk remniidng in the project, including those identified by the Risk Registers. This practice was 
acknowledged in the lessons lenrned sections of the July 25, 2009 ESC presentdoris by the 
statements that “...undefined scope depletion not dealt with in a timely fashion.. .undefined scope 

,‘ 

92 NPDI-304, Erdnlnlc I’rcpnmtion, Pg 9, Rev 0. 
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allownncc used in establishing base contixcts and work left little for emergent items or increased 
scopc. ..must include undefined scope allowance based on level of risk/progress on project.” 

EPPI-340 was first initiated in Pebruaiy 2008 and establishes a process to ensure that endl 
“identified risk is recorded in a risk matrix, and cvaluatcd for probability, consequence, cost, 
schedule and project impact.” The process set forth within EPPI-340 does not include a clcar link 
to the EPU Projects’ forecasts, but ixther is an evaluation tool for determining the level of 
uncertainty uunaining in the project. Indeed, the Jidg 25,2009 PSL ESC presentation states “current 
undefined scope allowance is not aligned to the tisk matdx., .looked at the project only froni a high 
level risk.” Becnuse tlie EPU senlor management used the contingency as a balancing variable to 
depict a flat forecast trend, the fisk Alanagemetit Program w a s  never used as prescribed by EPPI- 
340. At best, by early 2009, the risk registers becainc little more than a repositoty for project risks 
and with little or no connection to the EI’U Projects’ forecast. 

\Y”th reprd to the isk inanagement process, the EPUb assessment of its own performance during 
tlus period, ns presented to the ESC on July 25,2009, was that: 

It “underertitnatcd the risk and costs associated wvlth the fast track project,” 
It “did not assess [tlie] capacity of [the] organhation and costs,” and 
“Eady warning on cost overtuns and undefined scope depletion were not dealt with in a 
timely manner.” 

Concentllc concurs with thesc assessments, and uons that many of these issues have been remedied 
tllrougli changes in proccdoizs and the organizntional slruclure since July 25,2009.” 

B. 

As p u t  of its tmnsilion, the new EPU seniot managcincnt team has undertaken a piocess to revise 
inany of the EPPIs to address many of the lessons lcarned that were identified in thc July 25, 2009 
ESC prescntations. As described below, this proccss has included extensive revisions to EPPIs-300 
and 340. 

\Vith regard to EPPI-300, this instruction has undergonc at least four revisions since July 2009 and 
has been updated to include lnorc rigorous tteiid identification. to niore clearly define the roks of 
each person involved With die trend program and to define the tiinefraincs for review and approval 
of these forms. These revisions inclutled a revision to the SCN/TN forms. This revision changed 
the name of the form to explicitly include forecast variations. Similarly, the SCN/TN forins being 
issued by the Project todny dictate tbe sourcc of the funds for each scope change or forecast 
variance. ‘I’fie options for these funds include: I) No change to project budget; 2) Contingency; 3) 
Variance to approved budget; 4) Other. Nonetheless, the E1W Project continucs tu me the 
contingency allowance to fund scope changes, rather than maintaining the contingency at a level that 
appmpriately reflects the risk to the cost forecast. Concentric believes scope changes should be 
funded tlirough a foremst variancc to elinunnte the use of contingency ns a forecast bdnncing 
xmiable. This is consistent with NPDI-304mhich states the following: 

post-Iuh 25. 2009 hifoornlation Flowy 

93 EPU lessom lamed PPL Fmn April 2010. 
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“Contingency usually does not include changes in scope, schedule or unfoxescen 
major events such as strikes, tsunamis, hurricanes or earthquakes.” 

Lastly, thc use of the trend progmtn is improving with gcester nligiinient betwcen the Risk Register 
and tlieTrend Register. 

Concentric notes that issues of tlie project contingencies, risk register, and the relationship of each 
to the cost pimjectioiis are being addressed by the work soon to be completed by High Bridge. 
Fwthermorc, on May 1,2010 FPL. fded an updated cost estimate range and fcssibility analysis with 
the PI- PSC. This updated cost estimate range included iricrensed allowances for undefined scope 
and risk. It is our understanding that EPU inanagctncnt considws its currcnt approach to be an 
interim solution until the High Bridge results have been received and reviewed, and that the High 
Bridge mults will be used to compare against FPL’s current cost estimate range. 

C. 

Concentric has concluded that tlie EPU Project team did not adequately comply with its and PPL’s 
published piocedures for developing, esriinntiiig, appfoving, and tincking revisions to the cost 
estimates and/or budgct prior to July 2009. It is clear that the process required for releasing funds 
from the contingency WRS riot followed, and that all revisions to the cost estimates have not been 
tracked through the trend pmginm. These facts have resulted in widespread coiiEUsion within the 
organization icgaiding what the current approved budget or cost forecast is at any point in dine, 
who has to approve chnngcs to that budget or cost forecast, whethex there is a meaninghl difTerencc 
behvecn the teuns budget, cost estimatennd cost forecast (d ofwhich are used in diffeimt standard 
reports), and Iio\v to measure ana report vnriances from the budgetlcs~natelforecast. Many of 
these same points were acknowledged by EPU management in the lessons learned sections of the 
July 25, 2009 ESC presentations. Here the comments were nude that “Individual Modification 
Budgets and Site Department budgets [were] not established. ..did not use formal pmcess such as 
Plant Review Bead to appiove scope growth during design process prior to 01/01/09 ... no formal 
cost benefit was performed on design  change^?'^' 

Finally, due in large part to the confusion discussed above, our review of the EPU’s standaid reports 
and presentations has made us aware of several repork that were issued with some incorrect or out- 
of-date information. These problems persisted after July 25, 2009 in the Montldy Opeixting 
Kepotts (MOPRs), monthly cash flow reports, and HSC presentations. Howcver, post-July 25,2009, 
the correct and updnted information WRS avniltble in tlie EPU Project’s presentations to [he IISC. 
We also received reports from individuals within FPL that docurnerlts they were responsible for 
preparing were changed, after the origmator had issued them, by someone else in the organization 
and often with no explanation as to why the changes were made. In othw instances, individuals 
were told to make changes by someone else within FPL. These accounts are difficult to verifl*, but 
thcy do uot rcpresent a single account or cxamplc. In addition, Concentric has received some 
documcntation to corroborate these accounts. Some of thesc actions arc attributed to inaimgets that 
are 110 longer in the EPU organization, but they demonswate the need for more definitive document 
contiol and owneeship procedures. 

Conclusions Rebted to Flow of Infoimation within PI, 

a Ibid. 
_.~ 
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X. 
Estlmates 

Concentric’s investigtion into FPL’s internal distribution of EPU Project-related Information 
produced the below list of recommendations for process iniprovemcnts. Afany of these 
rccoinniendations are intended to improve the distribution of infortnation w i t l h  WL, and the 
NCRC docket team. In certain of tlie recommendations listed below, Concentric has noted that 
changes to the E1’U Projects since July 2009 may have already addressed tliesc reconunendations. 
In those instances, we are statkig thc recoinmendation to dcmonstmte that aU of tlie issues raised in 
tliis repoft aie being, or have been, adequately addressed. 

1. 

Hecotnrnendationa for Improvements Related to FPL’a Intetlial Disttibution of Cost 

To ensure that PPI, and tlie EI’U Project team should establish and implement cxplicit 
report ownas (by report), In addition, FPL and the EPU Project team should establish and 
irnplenient an explicit report sign off or dissent procedure that is analogous to tlic “blue 
sheet? sign-off proccdurc used for infoemadon sourced ftom outside tlie business unit. In 
addition, the report sign-off and dissent process sliould include a link to a company progtam 
for anonymously notifying superiors in the cvent of a concern with project reporting. 

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

2. 

uld consider cliariging the ieporting relatio 
WVMe tlic change in reporting fuoin the 

s a positive development, the reporting relationship of 
[nay be improved by including either a solid or dotted 

3 line outside of the EPU Projeck. ‘I’lis could impraw tlie iridependencc of tlie 
6-arid Ius shFf. Concentric notes dint future, large scale projccls w u  

3. Lirlia 
3 
L\ the 

L1 
benefit from an independent project contmls olgarkadon that incorporate best practices 
from acmss tlie orgnniaation. 

FPL’s current approach to cstahlislirig tlie EPU’s contingency (Scope Not Defined) uses tlie 
contingency as the balancing vaeiable to maintnin tlie projects within their cost estimatcs. 
This is not consistent with Fl’L’s EPPI-300 or with sound project management pmctices. 
The contingency sliould be based on the levcl of uncertaint)’ in tlic project, which is best 
captured through a probabilistic analysis of the cost estimate. Rcdticdous in tlie contingcncg 
should not typically be used to fund scopc changes, and thc contingency should only be 
ideased i f  the uncertainty associated with the project has declincd. Concentric notcs that the 
appropriate lcvel of thc contingency is an issue that is being addressed by I-ligli Bridge in its 
current independent review of the pmject cost estimate. In addition, the EPU Project has 
establislied a revised cost estimatc ixnge wllich was used in the Company’s feasibility analysis 
and provided to the FL PSC on May 1,2010. Tlic EPU Projects sliould cstnblisli a fornial 
internal process to approve and coinniunicate EPU budget, forecast or estimate changes on 
a total project basis each month (Le., not annual). Tlus process shoiild include a distribution 
cliecklist to make certain all reports are updated consistently once a new budget, forecast or 

4. 
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5. 

6. 

I .  

8. 

9. 

10. 

estimate is approved. Conccntrk notes that EPPI-300 has been revised hvice since July 
2009. If impluncnted thoroughly, these changes should address this rccotnmendation. 

To the extent CRs  at^ utilized to document potential hudgct or cost cstimtc challenges, the 
CR closure. processes should bc revised to prevent the dosure of a CR p ~ o r  to the 
completion of a risk mitigation plan. In the alternative, risk mitigation plans can be tracked 
sepamtely, but must not be dosed until each of the action items listed on the risk mitigation 
plan are conipleted. Additionally, the completion of all action items must be documented 
and those documents should be presewed in R cenfral location. Concentric notes tlist the 
EPU management team is dready planning to address this change witllin the EPU action 
itemlist. 

FPL should continuc to maintain EPU Project staffing as a high priority. A sufficient 
number of staff mcmbes are required to maintain ndeqiiate projcct control, including tlie 
updating and production of project rcports. Throughout our investigation it was rioted to 
Concentric that many within the organization WCKC oveixhchned with the amount of work 
tliat must be accoinplished given thc “fast-kackcd” status of the project. At times, tlis may 
haw contiibutcd to the inconsistency 01’ haccumcy of certain projcct rcports. 

Tlic EPU Project team should document tlic nanics of cach ESC presentation attendee and 
inalntain this list of attendees with the BSC Presentations. This will increase the orcrall 
hrnnspnrency into the E1’U Projects and document that the pmpcr level of owrsight is being 
provided to the EPU Projccts. 

The results of this iimestigation should be provided to the Corporate Responsibility Officer 
for use in imn1xoving einployce confidence throughout the otgankation. Our hnited sample 
of inteiviews indicates that there are, 01‘ have been, concerns about the uniform adherence to 
the noli-rctaliation provision of tlie Code of Conduct. 

Concentric suggests PPI. institute a procedure for con&cting organizational readiness 
assessments pior to commencing new complex, lege-scale projects. Tllis procedure should 
include a docuinented revicw of tliePsoject Plan to ensun tliatit adequately details how the 
project is expected to evolve over time and ensure proper expectations related to 
pcrfoxmance reporting and measurement are communicated throughout the project teflnis. 
In addition, these assessments should includc a detnilcd twicw of executive managenlent‘s 
expectations tcgatding tlic dcvelopnicnt and updating of thc projcct schedule, cost estimate, 
budgets and reports. 

Concentric and the EPU Project management team should conduct a n  iiivestigatioii closc- 
out inccting at the end of this investigation. Tlds meeting v4l review Concenttic‘s flndings 
in this iwesfigation, address management’s response to those findings and discuss ways i n  
wluch processes or ptocedures could be Improved to prevent similar projcct challcnges. 
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CONFIDENTIAL 

Febniary 19,2010 

Mr. Letvls Thy 
Florlda Power wd Llglit 
PPL Omup CIw.iniian R N ~  CEO 
700 Uiilveiso Blvd, 
Jiino Bcsoh, FL 33408 

Dear Mr. HRY: 

I mnwrlllnglo you ~ l ~ m y c o n c e m s a b o u t c o s t p s r f o ~ a n ~  I~iNuol~irProJeclo RndExfended 
Power Uprete (EPU) In 2009. Witlitheexodits of rhe e n t h  Sr, BPU Projeot Mnnngenient Teain, 
Ialu~~iagoitcdrrsoueofm~r~ytargc~ln thefailutooPRPU ln2009. 

be hioluded and iict incliidcd h i  these esdmrrta, As R result ffi 
10 ostabUsLed m d  ovor~ll Pro!ect nctforiitanco V(BS vcrywoi: TI\ 
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CONPIDENTIAL NCR-10 
/ Exhibit 1: -Letter 

Pfnnlly, X know tlils lottor wmo$ nt n llmowhon PI% lins ordarod iho lnvostigallon ofom loyo0 

lottvrs. I onb seuk to express myconom nbout npcoruf~~~ PSC hanrlnl sod myardirstlfled 
aogatlvo oiiiployporvvlmv, I h v v  CO~JICII my supovvlsor nnd IIIIIIIIU ~ ~ S O I I I W E ,  

ooiioeriiesteiniiililgfroni thoYnn, 20Lhaiid Fob. @ Idlw. I nin In iiowqv nssoolnled wll I: thoso 

z 
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FPL 

John Reed 
Cl~lsf Bxecutlve OEmr 
ConmnhloEaergy ArivisorS 
293 Bostoti Post Road West 
Sulk 500 
Mnrlborough, MA.01752 

CONFIDENTIAL 
CONFIDENTIAL 
Exhibit 2 Engagciliait Letter 

Mamh IS, 2010 

Re: Independent Untestlgatlon ofPebniary 19,2010 Correspondence to Mk h w i s  Hay, FPL 
Group Chairman. nnd CEO 

Dew Mr. Reek 

The purpose of thls letfar is to request that your company conduct nn Independent faolual 
invwtlgatlon wlth reapwt to the smternenls and sabjcot mntW wntdned In tho I.efmonced 
wrcmpooJenw, a oqty of whloh Is atlsohcd, with the cxooptlon oPtnaUerS penahling to the elnployte 
perfomnnea nvlew ofthe author of the wne4pondenos. 

The engagement should be linndlstl subjeot io the bnns and cmdltlons of tho oon$\iltlng se~vlocs 
agrcoment amcndment that applles'to your company's Vjork for PPL thmqh Deoembor 31,2010, md 
Wlled to PPL sepruatdy h m  other work porfomed under thnt nmendmwnt. 

Please dirwt nny.reques(e for support or lnfomatlon required to support your work lo me, and 
report tho resiills ofymir lnvostlg#tlon fo nto, 1 would nypreoInte It lfyou would elgn end mtm a ooyy of 
lhis ietlq to tne acknowledghg agreement to perform tho above-rofcru~tced mope of work sulrjoot to the 
tenns slalcd horoln. R 

FPL 153088 
NCR-10 

j 

Pago 1 of 1 

.~ .. . . ~  .:.. ...... :.. .. .. - .....,_ ~ 1.39 ............. . ._ __... , .., .. .... ... . . .. ., . . 

Enolosure 

. ACCGPTED AS OF ~\S,ZOIO 

Its: 2 

snFPL(IiPup company 
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CONPIDENTIAI. 
Exhibit 3: Previous Coiiccritric Pfojects for PPL 

Project List for Florida Power and Light 

tcsihnony nssodated withits 
with the FloriJa Public Servi 

FPL 153089 
NCR-10 
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CONPIUENTIAL 

Request ## R e p s t  
7 Would it be possible to get a copy of CR-2008- 

11443? This was referenced in CR-2008.37753 

FPL 153091 
NCR-10 

CONFIDENTIAL 
Exhibit 4 - Concentric Data Requests 

Received 
3/30/2010 

8 

9 

__  
10 

11 I 

2. 

12 

The lnst page of this doctiinent includes a 
docuinent entitled “1.Iigli Risk rvlitigntion Plan”. 
lhnt document includes n list of I5 inltigation 
actions, responsibility for coniplethig those 
actions nnd R clue dntc for endl action. \Vould it 
possible to fmd ench of the docuinents tlintwere 
developed in response to niitigntion nctions and 
determine when e d i  mitigation action was 
completed? 

\Vith reg&; to thc attuched 2009 DR response, 
would it be possible to get tlic amounts that are 
rrdacted from the table on Pg. 2-3 

Please provide tlic utideriying AFUDC 
calculations for all AFUDC amoiinb (I.c., -8350, 
$370, $200 MM, ctc) presented to WL’s 
esecutive management between Janulu). 1‘: 2009 
end today. 
 case provide 4/7/2010 
the lessons learned documeiitd in the July 25, 
2009 Executive Steering Committcc 
presentations. These lessons lenmed cnn be 
fond on pages 51-52 of tiicPTN presentation 
and pagcs 38-40 of the PSL presentation. Tlus is 
wit te l l  confwtnation o f n  iquest $veri to ‘m 
ornlly. 

3/30/2010 

- 
3/31/2010 

Plensc con&inwliether diere wns a n  August 
Esecutivc Steering Coinmiltee 
meeting/prcscntstion. If there was, please 
provide a copy of the presentation or report used 
during the meeting. 

4/G/2010 

13 

14 

thePLE1’U Projects sincc 1/1/2008 

IRCV. 5 is the currcntrevisions 
11111 trend registers tor (lie FL EPU Projects since 14/19/2010 115 

Page 2 of 2 
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1. 
2. 
3. 
4. 
5. 
6. 

'I  7. 
2. 8. 

CONFIDENTIAL 
Exhibit 9: Docunients Relied Upon 

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, April 3,2008 
CR 2008-37753, December 10,2008 
Dhect Testimony ofjohn J. Reed, Docket No. 090009-€31, M a y  1,2009 
Direct Testimony o 
Direct Testimony o 

, Dockct No. 090009-EI, Exhibit 1, May 1,2009 
No. 090009-EI, M a y  1,2009 

3 9. Direct Tcstitnoiig o a ) o c k c t  No. 090009-EI, May 1,2009 
to anonymous rcci icnt Ahtch 26 2009 

ated March 19,2010, to - o h  Reed, Sam Enton, re: 
L( 10. E?md ftom 
c 11. Hind ftom .. ~ .d 

For your considemdon 
L 12. Email from Eaton, Piojcct 
r 

Manager, dated March 10, 
7 13. Engagement Letter froin to John Reed, Re: Independent Invcstigadon of 

FebNaN 19. 2010 correspondence to A'Ir. Lewis Hag, FPL Group Chairman and CEO, 
March k, 2010 

. 

14. EPPI-300, Project Change Control, Rev 00 
15. EPU lessons learned 1'PL from A p d  2010 
16. Extended Power Uprates, Executive Steering Committee Meeting, Saint Lucie & n~rkey  

17. Extended Powcr Upmtcs, Executive Steering Committee bleeting, Saiiit Luck & 'lbrkey 

18. Extended Power Upmtcs, Executive Steering Committee, St. Luck and Turkey Point 

19. Extended l'owr Upi%tcs, Executive Steering ConuiCttce, St. Lucie and Turkey Point, 

20. Extended Power Upatcs, Fxecutive Steering Conunittee, St. Imie and Turkey Point, 

21. Extended Powvcr Uprates, Project Update, Saint Lucie, July 25,2009 
22. Extended Power Uprates, Project Update, Turkey Point, July 25,2009 
23. FL PSC Dockct 080009-E1 In Re: Nudear Cost Kecoveiy Clause 
2.1. FLPSC Dncket 090009-HI. In Re: Nuclear Cost Rccovag Clause 
25. FL PSC Dockct 100009-EI, FPLNotice of Intent to Retain Party Statvs,JanuaKy 6,2010 
26. Floiida Power & Light Compnny, Code of Busincss Conduct and Ethics, most xeccudy 

itvised October 16,2009 
27. Florida Power & Light Company's Petition for Approval of Nudenr POWCL Plant Cost 

Recovecy Amount for the Pedod Janiiaty- December 2010, A.lay 1,2009 
28. Florida Po\vex & Light Compan).'s Petition to Determine Need for Expansion OF Electricnl 

Power Plans and for Exemption from Rule 25-22.082, F.A.C., Docket No, 070602-EI, 
Semember 17,2007 

Point, May 1,2009 

Point, June 23,2009 

Septernbr 9,2009 

October 22,2009 

November 13,2009 

Pubiic Scivice Commission, Order No. PSC-08-0021-llOF-XI, Jauuaiy 7,2008 

31. lfceune. request for EPU Saturday Session,Julg 25,2009,8:00AM to 330 PA4 

PPL 153092 
NCR-IO 

32. NPDI-~O4,-Eshate Prepamdon; Rev 0 
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CONFIDENTIAL 
Exhibit 5: Documents Relied Upon 

33. PSL EPU Modification Scope Review dated June 16,2009 
34. PTN EPU Scope R e ~ m  dated June 2009 
35. Response to Docket No. 090009-EI, Staft’s Fifth Set of Interrogatories, Interrogatory No. 

36. Shaw Stone & Webster, Inc., 2 
37. Shaw Stone & \Vebster, Inc., 

38. Sumnary Cash Flow EPU Total 090217 Reviewed.&, “PSL EPU Project Total,” Febiuaj. 

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

53 

W y ,  Pebruaq 2008 

u ~ r a t e  Sc-tudy, Februmy 2008 

17.2009 

41. Total Project Cash flow,-PTN EPU 
I 42. Transcript of Direct Examination of ’, September 8,2009 

FPL 153093 
NCR-IO 
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CONFIDENTIAL 

Concentric has found no reason to dispute any of fhe assetflons above. Concentric's 
scope of work does nd include any issues related to the employee's performance 
appraisal. It is our understanding fhat FPL has independently inifiated corrective 

CONFIDENTIAL 
/ Bxhiblt I: =Letter, Iiiterlltieated 

February 19,2010 

Mr. Lewis Hay 
Floridn Power and Light 
IrpL Group Clialiuian and CEO 
700 Universe Blvd. 
Juno Beach, PL 33408 

Dear Mr. Hay: 

I ani writing to you with my concenls about cost perforluance in Nuclear Projects and Extended 
Power Uprate @PU) in 2009. Witli the exodns of the entiis Sr. EPU Project Managenient Teani, I 
am being ciIed as onc ofinany targets in the failure of EPU in 2009. 

Page 1 of 4 I 33 
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& 

FPL 153095 
NCR-10 

Concentric note: Shaw's scoping estimates were completed In February 2008. 
-joined FPL in May 2008 and the EPU Project in January 2009. 

These estiinates were not adequate and Sr. Maiiageineiit continued changing pliilosopliy oii what . -. 
\vas lo bo iiicliided niid no1 included ill these estiihes. As a I . ' ci baseliiie 4 eftobiislied and overnll Project perforinance was very poor. T i m  VOllld 

-/ complain nbost linviiig poor perforinance indicators Iioowvever as Project Controls, we cwld uot 
deliver a positive iiiessage if tlieit. was none to delivcr. The siluntioii conliiiued to \vorseii 
through tho spring of 2009. Project Managers aud Eugiiicers were not correctitig issues and tlie 
Sr. Managcrs would not accept the poor perforniauce messages. 

With the benefit of hindsight, it is clear that the Shaw analysis did not include a// of 
the scope required for the irpretes; however, Concentrh has not developed en 
opinlon as to whether lt was reliable or adequate when it was prepared. Concenlric 
did find evldence of concerns with the study's completeness shorfiy after It was 
prepared (see Report Seclion lv) end of frequent scope changes throughout the 
history of the EPU projeot. We view these scope changes as the predictable result 
of more detalied engineering analyses, whlcli were fhe prlncipal cause of the poor 
performance indicetors. 

Our intervlewsprovided credlble evidence that prior to July, 2009 EPU senior project 
management was slow to respond when presented with revlsed cost forecasts and 
concerns about the reliabilily of the Shaw study. See Report Section Vi//. 

TIi- told in lnte 2008 before I was assigued to EPU that tlie projects 
were u roii e. 

PTN In late 2008. In addition, Concentric noted and reviewed two PSL Condilion 
Reporfs from 2008 which Indicated the potenllal for addMona/ scope and cost 
challenges. See Section IV of the reporf. 

My Teain cantiiiiied to deliver this inessnge along with poor weekly yerforiiiaiice reviews, 
FiiiaUy, hi Jiily of 2009, Sr. Manageinent decided it !vas t h e  to illforin Excculive Malingers of 
the poor condition of EPU which precigitatcd the replacetnciit of the entire EPU Project Sr. 
Manngcnlelit Teain. 

Concentric has conflrmed that the Project Controls group conlintred to present EPU 
sen& management wlth documented concerns about the project's cost forecast in 
the fi-st few months of 2009 (see Section IV of the repcrf) This informatlon. alter 
belng briefly mlsed ifi the June, 2009 ESC mealing, was presented in detail to the 
ESC in July, 2009. It Is also Concentric's understanding that during the t h e  period 
between June and July 2009, executive management made the decision to ciiangge 
mtrch of the EPU senior prolect management. 

Page 2 of 4 I ?4 
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CONFIDENTIAL 1 Exhiblt G:=Letter, Ititerheated 

My Project Controls group prepared detailed reviews that were presented to = lale in 
July 2009 on the poor condition ofEPU. 

I I others. See Section IV of fhe report. I 
AI the lime, the cost overview for PSL WRS: Ol-lgiiial Budget $GSGMM, Ciirretit Porecnsl 
S795MM showing a negative variance of (S139MM). For PTN Original Budgel was $749MM, 
Current Forecast SBO9MMwitli rt iiegrttive variance of (SIGOMM). 

I Concentrlc has confirnied these values. See Sectlon lVof the report. I 
For PEN: Originnl Budget was $357MM, L\iriuni Forccnst S497MM with H iiegative vatiniice of 
(S140MM). These nuinbeis clearly show tlie giavity of EPU negative poifoininiice. To my 
knowledge, tliese nlunbers liave coiitiiiiied to \voiscii with Ilie new Project Teain lo wliete for 
PTN atid PSL, the Teasi docs not have a clear idea of whnt tlie fiiinl costs will bo. 

Concenltic's scope of work focused on the Florida EPU projects, not Poht Beach in 
Wlsconsln. Following the July 25, 2009 ESC presentations, the EPU project team 
has raporfed additional cost escalation at PTN & PSL h ESC presentatlons. The 
forecast 8s of December 2009 was $831 MM for PSL and $1012 MM for PTN. The 
current forecast for both PTN & PSL remain under revlew pending a third party cost 
analysis for PTN U3. See Report Secflon Viii. 

I ani concerned aboiit how PPL will reporl tliese f-uidings at the upcoming PSC hearings. Any 
informalion from EPU other than whioli was prcswted lo Maiiageinenl lust stinimer will be II 
iiianipiilatioii of the triitb. airreut reporting for PTN and PSL does not contain infornirttioii 
showing there is serious trouble with these Projects. The trouble was eiioiigli to nlhct: the entire 
Sr. Project Team. 

Page 3 of 4 1 3 5  
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stated that his concerns about reporting lo the PSC were generated by 
his review of the November PSL Annual Project Cash Flow and PTN Total Project {. Cash Flow reports, Concenfric has reviewed the reports cifed by -, and 
has delermined that he Is correct that they incorrectly relied upon the original need 
determination cost estimates. These inaccumcles were corrected on a going forward 
basis prior fo fhis Invesllgallon commencing. -did no1 seem eware of the 
post-July 2009 ESC presentetlons or the ravlsed cost forecast presented therein. 
Concentric has confirmed that Ihe correct information about the post-July 2000 
status of the cost estimates, including the July ESC presentations aftached by 

to his letter, was provided by Pi. to fhe PSC staff as part of its revlew for the 
2010 NCRC. See Section IVof the report. 

3 1  

CONFIDENTIAL 
i Exllibft 6: =Letter, hiterlineated 

For PBN, the estimate was slated in December 2009 as being $552MM and currently I believe it 
is over $6OOMM. That's aIniost 2 tiincs the original Sliaw budget estiiuate. 

My teain delivered the conxct message to Sr. Maiingelnent. Sr. MRn~gelllent did not want to 
accept the message. My Fitid Evaliiation for 2009 is the only poor evaluation I've ever had in 
iny entire career having worked iu Pioject Controls for some 30 years. My former positioiis 
befm coining to FPL were with ARES Coiporalion, Burlingame, CA wl~e~x I !vas Project 
Controls CoilsultantlMai~ag~ for NASA in Houston working with the Proginm Maoageinent 
Division of the htcrnational Space Stntion. Also with ARES, I was a Project Consrillant for the 
DARHT Pmject ( D d  Axis Radiographic Hydrotest Facility) at Los AIamos National Laboratory 
wvherc I was part of n Project Team that einiied the DOE Excellence award for Defense System. 
For the recoid, iny Team told the tnith about the EPU financial condition R I I ~  limt tmth did not 
meet FPL expectations. 

Finally, I know this letter conies RI a lime when FPL has ordeied the investigation of cniploycc 
coiicerus stenuniiig from the Jail. 20h and Peb. 4" letters. I atu in 110 way associated with thoso 
letters. I only seek to express iny conceni nbont q;condng PSC hearings and my unjustified 
negative employee review. I have copied my snpervisor and Innnan resources. 

Thank you for taking the time to read Ibis letler. 
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/ Exhibit 7: March 19,2010 =I 

. ..--,. - -- 
Bryce, Mike 
Pomell. James: John Reed; Sam Eaton 

2 From: 
Sent: 

Subject: F O ~  your wnslderatlon 

Importance: Hlgh 

0- In my oplnlon, myrelatlonshlp wlth-ls becoming increaslnglystrained. I don't feel 1 have a success path 
to developing a professlonal relatbnshlp wlth hlm that can beneflt FPL. He has been cordlal in publlc but In the one.on- 
one closed door "touch base" seoslon we had yesterday he continued to tell me how dlssatlsfled he is wlth my 
performance. He has not put me on a formal A-PIP that i'ni aware of (as I dlscussed wlth you] however, he has glven me 
exercises (wlth changlngverbal expectatlons) that makes me suspect he thinks he's estabilshed me in the program. I 

organlzatlon. He told me In private that lie does not Intend belng flred as hls predecessors for poor performance and he 
will not let a few "stupld" people affect hls management efFectiveness. 

I feel it's tlme for me to develop an exlt strategy from FPL. I need to discuss thls with you at our next meeting slnce I stlll 
have flnanclal cominltments from when I was hlred. I need to minimize myflnanclal exposure In leaving the company. 
Also, as a part of my own professlonal attitude, I want to make sure there Is an adequate turnover for someone chosen 
to be my successor. 

Thank you In advance for your help with thls and I look for to speaklng wlth you soon Hopefully we can have thls 
dlscusslon early next week. 

7 feel, especially wlth- ariydeparture yesterday, that I am the next target for ellmlnatlon from 

1 
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Exliibit 8 CllrOllQlQ 

4/3/08 ICK 2008-11443 initiated: “EPU Project Feasibility 
Study may not have capture of 

notified; High Risk Mitigation P h  developed; no 
1 tnodifications ncccssq  ...‘I CR 2008-11443 

from $74 A*mi tQ $138 Mhln~ith the note 
“Bediem/Byrden focecnst based upon cuneot 

7/25/09 ESC Bxiefin& PTN, 1% 26 

h1mmncnt Out 
U Since .- July . . 2008.XLS 

niana cmcnt. 4 12/10/08 CR 2008-37753 initiated: PSL EPU slionld have 
Change Managemcnt Plan developed and 
documented; CR 2008-11443 raiscdissuc but was 
closed with no additional nctiviw wxed: “nusscd 

CR 2008-37753 
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I 
2 

3 

3/2009 

3. 
5 

- 
from $95 MM to $235 MMwvitIi notc "Porccast 
based upon most recent data received from Bechtcl. PSL'rrend Register 
Beclitel to provide total project fbrccast by 

CONFIDENTIAL 

3/26/09 

+/30/09 

5/09 

5/09 

51"o' 

FPL 153100 
NCR-IO 

CONFIDENTIAL 
Exhibit 8: Chronology 

5/15/200+ 
-asked to minovc prelimhay forecast 
fr0rnPTN EPU SitcMontldy CostReport find to 
rcplace tlie prchninary forecast with tlie oziginal 
need deterinination forecast until the pr&idnaq 
forecast is more ccrtain. Interviews indicate 
-s not sntisfied with this outcomc. 
Imt date of dociiiiicnts typicfilly provided to FL 
PSC Internnl Controls auditors. 
PSL EPC trend would increase E1'C budgct from 
$95 MlvI to $235 MM with note "Forecnst based 
upon all data rcceived fiwriiBeclitel to date- 

ESC advised (bat Beclitel csha te  is greater than 
bid; cost foircasts for PSL ($682hltvl) and PTN 
(S770Mhq remain iiaciianged; cost indicators for 
PSLnre fill p e n ;  cost indicators for PTN ace mixed 

Inteivicws; Email f m n  - 
dated March 26,2009. 

In tuview 

psL ,Ihnd Kegister 

Additional efforts underway to rcduce forccast." __ .. - 

5/09 ESCHriefing, py. 3,4,27,28 

red and green. - 
, irsigns Intcivicw; EPU-Movaiuent Out of EPU 

from EPU proi;ci Since July 2009.XL-S 

clndftcation will follow with a@cunents on target 

W""' &nalvsis indicateskL cost eslimatcis $785 1090217 REVII3\T'EDD.XL-S 

IPro&ct Since July 2009.XL-S 
I PSL EPC trend would increase budget for EPC 

Page 2 of 8 
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5/1/09 

I 

2 
3 
9 
5 

on sdicdolc niid witliiii bu&etiq and "At this time, 
FPL has not identificd any necd to re& the total 
non-binding cost cstiniate provided last Mag in 
Docket 080009-EI. " Sponsocs Scliedule 'I'OR-7 
which inclndes $1.4 U project costs or $1.7 B in- 
semice costs. States this represents tlie ciirrent 
cstirnatcd in-scrvicc costs. FPL also submitted the 

Pre-Filed Direct lbtimony of= 
-Pg 2, Appcndk I, Pg. 104 

a 

_____il__.___. 
PSL A M U ~  Cash Flow Report includes green 
performance indicator for budget forecast. Notes: 
"Cost status is based on the coucnt approved 
Project tiinding. Detail forecast at Completion is 
undcnvay!' 'l'otal Project Cost Siiminaiy listed as 
under review. 
PTN Total Project Cash Flo!v ltepart iiicliides red 
performance indicator for budget forecast. Notes: 
"Cost statiis is based on the current approved 
Project funding. Status d l  be reset upon approval 
ofadditioiial furid as applicable." Total Project Cost 
Sunimaty Listed as $747 Mhf. 
\Vork on revised PTN 8; 1'SL cost forecast beeins 

Late May 09 following 2-3 weeks of intensive review of PBN 
forecast and re-estimation. 
E E P C  trend. Would increase budget for EPC 
from $95 MM to $235 IvUvf with ~iotc "Foremst 
based upon at! data rcccived from Becbtcl to Dnte- 
Additional Efforts Unilenvay to Reduce Foremst." 
PTN Total Project Cnsli Flow Report indudcs ied 
performance indicator for budget forccast. Notes: 
"Cost stahls is based on the current npproved 
Project hindig. Stnhis wit! be reset upon approvnl 
of nrldilional fund as applicablc. TotalPxoject Cost 
Summaty listed ns $745IvmL 
PTN BPU Scope Ilevicwv, Kccoinmended deletiiig 
steam generator FP rcplnceincnt, replncciiient of 
No.1-4 fcedwatcr heaters, replaccnicnt of 1 SFP 
I-IX, mciter rewinds, and SDV xeplaccment from 
EPU scope. Downsived 1 new SFP 1.N. 

5/1/09 

5/31/09 

15/09 

6/09 

6/09 

3 

-.- 

PSL Annual Cash Flow Repocf, 5/1/200 

PlN Total Pmject Cash Maw Report, 
5/31/2009 

Interview 
- .- 

PSL Trend ltegister 

PTN Total Project Cash Flow Xeport, 
G/2009 

1'TN E1'U Scopclte~~icw, June 2009 

FPL 153101 
NCR-10 
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8 Tlie EPU projccts are psogrcsslllg 
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"In Kcvicu,". - ___ 

$333.6MM vs. S225.2MM in 5/08 scoping analysis. 7/25/09 ESC Briefing, PTN, p. 26 Beclitel submits P50 forccas;for 1'TN UllC costs at 

PSL EPU Modification Scope Review. 
Recommended delctLig U1 exciter rewind, No. 5 

.. __I_..- . - 

CONFIDENTIAL I a 3 EXlllbIt 8: Cllrollolo~ 

PSL Annual Cash Flow Report, 6/1/200 "Cost stahis is based on the current approved 

7/09 

7/1/09 

I 

2 
3 

$14A$A,ifor11SL and Goin 8204AIM to 828Mh4 for 
PIN. 
PTN Total Project C ~ s h  Flow Report includes KCCI 
performance indicator for budget forecast. Notes: 
"Cost stahis is based on tlic current appro~ed PIN Total Projcct Cnsli Flow Report, 
Project funding. Status will be reset upon approwl 712009 
of additional hiid as applicable. TotalProject Cost 
Sumnnrg listed as $745AfiI, 
Beclrtel submits revised P50 cost forecast for PTN 
at $337.3MM YS.  $225.2A,llh.I in 5/08 xoping 
analysis. 

PSL Annid Cash l'iow Itcport includcs yeUo\v 
performance indicator fox budgct forecast. Notes: 
"Cost status is based on the current npproved 
Project funding. Detail forecast at Completion is 
undemap." Total Pioject Cost Sunima~y listed nr 

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

- 

1'SLihinual Cash Flo\v Report, 7/1/200 

"In Review". _. 

16/17/09 p x  Epu hlodification scopc feedwater heater, repowering condensate pump C, 
6/17/09 ~iurcliase of one circulatingwater pump rotating ~ ~ ~ ! - ~ ~ ~  

.-. 

remain unchanged at $682h~Mand 8770A.Ih.1; SNE 
(contiiip.cncy) has declined from S182MkI to 

16/23/09 ESC Briefing, pp. 3,4  6/23/09 I 
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pcrforrnancc incticntor for budget forecast. Notes: 
"Cost stahls is based on current approved project 
funding. Detail Forecast at Coniplction is 
undeway," Total Project Cost Summaly remains 

PSL AnnualProject Cash Flow Report, 
8/1/2009 

Exliibit 8 Cliroiiolol 

9/200g 

tliat PTN 3&4 uprates are now targeted 

targeted Iinve increased by 112 to 
in-sewice dates liave slipped by 1 

2 months (L-4); wlde outage 

to have LAR siib~nittals delayed by 10 Inontlis, 

7/25/09 11SCBricfhg, PTN, p. 3 

durations are to be approved by CNO, longer 

yeUo\v performance indicator for budgct forecast. 
Notes: "Cost StahlS is based on the current 
approved Project funding. Skihis wvdl be reset upon 9/2007 
approval of additional hinds as applicable." Total 

PTN Total Project Cash Flow Report, 

io b~isuiess niodel. 
estimates forP1'N 

EPU have increased by 21.4% from 8749.2MM to 7/25109 ESC Bricfuig, y. 
notsynchroni'ml wid1 cost 

'/I/'' 

esrinutc, and ciu.riesEV of S147.1MhI. 
P'1'N Total Project Cash Flom Report iiicliidcs grecn 
perforinatice Indicator for budget forecast. Notes: 
"Cost statusis based on tlie current approved P'I'N Total Project Cash Flow Report, 
Project fiindhie. stahis will be reset upon approval 8/2009 
of additional funds as applicable." Tots1 Project 

8'2*9 

perforinance indicator for budget forecast. Notes: 
"Cost stahis is based on cinimt approved piojcct 
funcfing. Detail Forecast nt Coiiipletion is 
underway." Total Pioject Cost Sutnmaiy remains 
"under rcvicw". 

PSL Total Project Cash Flou, Report, 
9/2009 

ICost Summary changedto $750bRvI. 
IPSLilnnual l'roiect Cash Flow Report includes rcd I 

I "under review". I 
IFPL answers staff Intcrrogatoiy 3-53 with rcfcrcnccl 

I to Scliednlc TOR-7. States "the cost to colnplctc I each project is subject to constant considelntion and 
_ I  

rcvision, and will be subject to continuous analysis 
until each umiect is Idaced iti service. For the 

Staff Interrogatory 3-53. 8/17/09 I 
I 

. *  
reporting obligations described above, FI'L takes a I "snapdiot" of this continuous process at a particular 

__ t p i n  time." __ 
P1'N Total Project Cash Flow Report includes 

IPr&ct Cost Summary remains $75ObIbI. I 
IPSL h i i i n l  Project cash I?lomReport incliidcs rcd I 
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- ,  
linve supplanted scope not defined as budget 
categoiy. 
%re are two PSL Octobw 2009 Annual Project 
Cash Flow Keporta with different budget 
performance indicators. PSL Annual Project Cash 
Flow Report includes red performance iiidicator for 
bnilget foxcast. Notes: "Cost 6latus is based on 
ciirrent approved project funding. Detail Forecast at 
Completion is undemay." Total l'rojcct Cost 
Siiminaiy retnains "uiicler review". Tlic second PSL 
Aniiiinl Project Cash 1 ~ 1 0 ~  Report includes yellow 
performanceindicator in one and red in  another. 
Notes: "Prclininary engineering analyses are 
identi+iog additional projcct scope. Enginewining is 
evduating options and budget impacts." Total 
PLV~CCL Sumniary is cliaiigcd to $651idhI. 
PTN Total Project Cash Flow Report includes 

10/1/09 

FPL 153104 
NCR-IO 

CONFIDENTIAL 
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_..____~__._.....___I. 

PSi~Ann,,alProject Flowne,,ort, 
10/1/2009, PSL Anriual Project C d i  
Flow Repoxt, 10/2009 

I 
. ,  

:... BVqNT. SOUKCB :' ' i .  .: 
lJL PSC 1,learings in'l'allaliassce. 
coiifirins that the same answis i3lcctmtiic uanscript of lieariiig in Dock 

9'8/09 pre-rilcd dicct tesiiiiiony would 90009.~1, VOI 2, pg 209 
\vas asked the same guestions. 
ESC advised that cost estimate hashcrcuscd by 
IS144IMhl fS1.85B vs. 61.71B) since last ESC b&finEl 
G weeks cnrlier; PST. is now i t  S831.2Mh.1 and 1'TN 

9/9/09 I is at 61019A~lbf; risk and contininrtencv comtionents 

P'1N Total Project Cost Sutnmaiy, I . ,. I^^^^ 

yc~ow perforinince indicator for budget forecast. 
Notes: "Prehiuoarv enincerine analysis are 10109 

IU/LUUY. ~- - .  
indentilying additional project scope." Total Project 

remains S75OMM. 
cost forecast is unclianged at 

$l.843J& coiitingency (balancing vnriablc) lins 
deccensed by $12A,lA,I; AFUDC estimate lias been 

llO/ZZ/09 ESC Briefing, p. 3 revised doivnwnls by $ZOOA,IAf, and now reflects 
only FPL share (aU other costs presented we hill 
plant cost); total EPU cost estimate at 82.078B, wit11 
transinksion and AFUDC; cost per k\Vis roughly 

ESC inrtiven tnbles for PSL and PTN where "Total 
- ._ 

I 

Project Cost Sunimaiy" uscs original 5/08 cost 
estimates not current esttiiates: indicutor for Iiudeet . ioI22ln9 110/22/09 . ESC Briefing, pp. 30,31; 

iatcmiew notes l is yellow, but should have been red pcr irport I o\vncL'. 

, ~, - -  ~. 

Page 6 of 8 

I lo 



COh'FIDENTlAL PPL 153105 
NCR-10 

CONPIDENTIAL a Exhibit 8: Chronology 

11/13/09 ESC Briefing, p. 3 

nted with tables for 1% 

11/13/09 USC Briefuie pp. 40,41; total project cost sliowii U 5/08 estimate, not 
curcent estiniatc; budget forecast indicntor is shown mterview . 
as ydlowv, but should have been red pw report 

11/13/09 notes. 

o\vt1cr. 
PTN Total Project Cash Plow%d PSL Anniial 
Cash Iilo\\. Reports include red perforlnance 
indicator for biidgetperforinnnce and tlieTotal 

1'TN Total Project Cash Plow arid PSL 
Annual Cash Plow Reports, 12/2009 

Iale1view; EPUJvIovemcnt of out EPU 
Project Since July 2009.XLS 

FpL Purchnse Order oo127777, 1 2 ~ 0 8 ~ o ~  

12/09 

_____ 

-. 

12/8/09 
High Bridge Associates retained to provide 3rd patty 
estiilan o f p w  ~ 3 .  
WC provided with tables for PSL and PTN where 
ploject cost suminaty shows 5/08 cstilnates, not 
curcent estimates, atid budget forecast indicator is 
mistakelily shown as yeUow, not red. HoIowever, in 
balance of the report, the current cost forecast is 

12/28/09 18, 19 S1.843B. cost contingency categoiy has been 
elink.ted and "scope not defined" f'SND'') has 
been re-established; SND has decreased by S4.8kIM; 
Support of Point Beach is placing additional strain 
on PSL and PTN cesources; IAR analysis is driving 

12/28/09 ESC Brieh5 pp. 2,5,8,13, 

I 
relatcs to the total 1/15/10ESCDriefing 

for ESC preseiitatioll 

project forecast an$-t~e~nnual forecast. 
Risk register for PTN iiicreased by $9.5MM, with 

1/21/10 equal redoction hsntiogcncy. 

2/8/10 
Risk register fox PTN increased by $lO. ' l~ l~I ,  w i t h  
equnl redoction in contingency. 
Pebcbruaiy 2010 I?SC l'resentation presents a \ l i te  
annual budget indicator for PSL nnd n green annual 
budget itldicntor for PTN. Total project cost arc 
listed as under review. 

PTN risk register, 3/4/10, clianges tab 

I,TN risk reeistcr, 314,10, dlanges 
.~ 

2/15/10 I3sC Bricfiog 2/15/10 

2/19/10, , Letter sent b- oLewis Ha . etter dated Fcbniary 19, I 
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days nllotted to this outnge. 
CNO Briefing states no "sigriifiml;F&ngcjn totai 
weighted risk cost." 
l?t'N riiain steam pressure drop concern ideutitied 

2/23/10 CNO Update, pp. 19-22 

2/23/10 PTN A,I& Stcntn Ptcssurc DroJ 
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3/22/10 

- 

3/2y/10 

~ _ _ .  

4'j8/10 

2/23/10 CNO Update, p. 15 

register for 1'TN mniu steam pressure loss recoveiy 
Additiotial Q8MM & $9MM added to tisk registcr 
for additiounl1'TX Field Non Mnnual ("mh,l") 
support nnd stnnrtup and testing. Update later 
indicates High Bridge Associates believes PNM may 
be undeivnlued. I'SL annual budget performance 
iiidicator changed to ycUow. 
Additional $14.1MM added to P I N  risk sumnay 
(weiglited). $13.8MM relates to additional LLW 
disposal due to prcvious S/G hlbe leaks. Notc that 
this is in addition to $11.2 ?VIM nlrendy in budget. 
CNO Updateindicntes LAR I-eevaIiiation may 
rcquire addition of clicckvnlue toiilitigate~l'lN 
iiiain steam pressure dcop. Cost iiicrease is listed ns 
$5h.lh.I. llisk register is updatedwith Q1RlA~RvIof 
weighted tisk costs include $5hliYI for inail1 steam 
check valve. 

3/22j10 cnro Updats pp, 3, 13-1,~, 32 

3/29/10 CNO Update, p. 19 

_..__ 

4/8/10 CNO Update, pp. 3,21 

and RKluce Turbine Inlet Pressure 
pmentation 

3/1/10 CNO Update, pp. 19-22 CNO Update states "no significant change in total 

reduction in contingency. Project is working to 
complete 29 prc-outage modifications to espedite 
workload. 

PIN risk tegistel; 3/4/10, cllangcs lab 

---I- 
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Exhibit 9: Rcsponse to StaffUR 5-53 

Florlds Power B Llght Company 
Oocke1 NO. 090009.EI 
StafP's Fllth Set of Iiilerrogalortes 
lnlerrogalory No. 53 
Page 1 of 1 

Q.  
Section 366.93(5) P.S., stntcs: Tlic utility slid1 report to tlic commlssioa aiinunlly thc budgetcd 
and actual costs as coniparcd to tllc cstimatcd inservice cost of the nuclear or integrated 
gasification combined cycle power plant provided by the utility pursuant to s. 403.519(4), until 
the comniercinl opcration of tho nuclcnr or intcgiatcd gasification colnbined cycle power p h t .  
The utility shall provide sncli inforination on a n  aiuiiial basis followiiig the filial ordcr by tlic 
conmiission appv ing  tlic dcteriuiuatioii of need for the nuclear or intcgratcd gasification 
canibined cycle power plant, with the understnnding flint soiiie costs m y  be higher than 
cstiinated and othcr costs may bo lowcr. 

Please provide a listing of each analysis you believe is contemplated by Section 366.93(5) F.S. 
and should be inchided in a utility's ariuiial NCRC filings. Include in your rosponso cstiniates of 
the cost aut1 time required t o  prcpare each listed analysis. 

A. 
Scctioii 366.93(5) rcquiics the aniiiial rcporliiig of the achial and budgeted cosls to coniplete the 
project as comnparcd to the estimated in seivice cost provitlccl puisuant to 403.519(4), F.S. FPL 
provides this inforination iii Pagc 4G4 of tho nnnual I'ERC k'oini I filing. It is FPL's 
understanding that the FPSC developed Page 464 (contniiied witliiii the FPSC section of FERC 
Form 1) to satisfy ilie iequirciueiit of this statute. htltlilionnlly, FPT, inclutlcs this inforiiinlioii as 
par1 of its Nilclear Cost Rccovciy filing ns 1'011-7. 'I'hese filings satisfy tlic rcqoireinent of 
Seclioii 366.93(5). 

The cost to complete each projcct is subject to constant consitlcratioii and rcvisioii, and will bo 
subject to coiitiiiiioiis nnnlysis until each projcct is ylnccd in  seivice. For tlic repoiling 
obligatious described nbovo, FPL takes a "snnpshot" of this coiitiiiuoiis process at a pailicdar 
point iii time. This is n data gatlicring cxcrcisc wliicli utilizes tlic oritp~~t of existiiig processes 
that would bo pcrforiiicd regoidloss of tliis reporting requircnieiit. I t  tokes profcssionnls 
throughout tho IPL orgniiizatioii scvernl weeks of woi k to gntlicr aiid preparo tliis iiifoiniation. 
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June 21,2010 

1 i have completed a review of the report enlltled =investigation 
Report” prepared by Concentric Energy Advisors (CEA). While I agree with many 
of the recommendatlons, there Is one area of the report In partlcular that I beileve 
warrants clarlflcatlon: the assertlon In sectlon D that “a 300M, or 27% Increase in 
the prolected cost of the [Extended Power Uprate] proled should have been 
discussed In the live testimony of Sept. 8, 2000.1’ On the surface. the tlmellne 
presented seems to support thls as a reasonable conclusion. However, the 
lnvestlgative report does not reflect the serles of dlsousslons that occurred 
between varlous members of executlve management between the time of the 
award of the Englneerlng, Procurement, and Construction (EPC) contract to 
Beohtel Power Corporatlon (Bechtel) and the Florida Publlc Servlce Commlsslcn 
(FPSC) hearing on EPU proJect cost recovery In September 2009. 

In summary, It was well known that Bechtel has a reputetion for taking 
narrow views of contracls, excluding legltlmate scope, and generally being 
dlfflcult to work wlth aHer having won a bid as the low cost bldder. Indeed, FPL 
Group had prevlous experience wllh thls type of buslness practice on the Marcus 
Hook project several years before awarding the EPU EPC contract to Bechtel. 
Prlor to awardlng the EPU EPC conlract, senior FPL management had extensive 
dlscussions on this point, and were prepared to “push back” If and when we 
observed the pattern. Not surprisingly, following the contract award Bechtei In 
late 2008 and through the winter of 2000, FPL began to recelve forecasts for 
both Turkey Point and St. Lucle that reflected slgnlflcant increases in costs for 
the projects. Whlie there was acknowledgement that as detailed engineering 
proceeded, there would be addltlonai scope, and therefore cost, there were also 
indlcatlons that there were opportunitles to ellmlnate scope and reduce costs as 
well, that slmply were not being acted upon. The lnteraotlons between FPL and 
the malor vendors on the EPU project continued durlng the first half on 2009 wlth 
llttle progress made on reducing costs, wlth the major focus belng on Bechtel. 

Thls culminated In the July 26, 2009 meetlng dlscussed In the CEA report. 
Ourlng that meeting, which Included FPL executlve management (including 
myself) and Bechtel executlve management, along wlth staff from both 
organlzatlons, there was a prlnclpal focus on cost. Durlng the meeting, there was 
an acknowledgement that there were, In fact, opportunities to elimlnate costs that 
had not been acted upon, and some anecdotal examples were dlscussed. In 
summary, the meetlng ended wlth Bechtel agreeing at FPL’s requesl to dedicate 
resources In conJunctlon wlth FPL to identtfy and eliminate unnecessary costs, 
Including dupllcatlve overhead. It was agreed that the team would report its 
results followlng completion to FPL EPU management, whlch In turn would be 
provlded to FPL executlve management. 

Page 1 of 2 

IYV 



CONPIDEN71AI. 

The CEA report asserts that the new estimales developed afler the EPC 
contract award to Bechtel were more relleclive of current cost projectlons and 
should have been discussed in Septeniber 2009 at the FPSC hearlngs. While it 
Is true \hat more was known about tiie ultimate scope In September 2009, the 
Bechtel cost projectloiis had not been fully vetted or challenged by FPL, including 
executlve management, at that Ilme, In fact, Bechtel had already agreed during 
the July 25 meeting that opportunilles existed to reduce scope and cost, 
Bechtel’s track record at managin0 cosls was not good and FPL had an 
obllgatlon to fully understand and challenge each and every cost Increase, llne by 
line, before agreelng to the Increased projectlons. This work had not been 
coinpieled as of September 2009. 

From my perspective, as of September 2009, Bechtel proJected costs 
durlng Ihe period of tlme In question were not fully validated, and tiie projections 
were not rlpe for presentatlon to the FPSC knowing Ihat more work remained to 
be compleled. Therefore, I dlsagree wltli tiis assertion in the CEA report that 
FPL should have updated lhe project cost estimate during the September 2009 
hearings before the FPSC. 
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June 21,2010 

I have reviewed the 7 Inveitigation Report prepared by Concenttic Energy 
Advisors (CEA). In my view, t le CBA Report provides only a liinlted perspective from a 
project contiols standpoint. The a my perspective as the incoming 
project, particularly in the July-S 
perspeotive. 

I 

In the sutniner of 2009, I had eo~~cerns about the total EPU project cost forecast. 

First, tile scope of the proJect was coutinuiug to change based on the progiw of 
the eiigineering analysis required to support the Nuclear Regulatory Coinmission 
(NRC) license aniendtnent rquosts (LAR) and the deslgn englneerlng tint was 
just beginning. As a point of coinparison, at this lime (one year later), only one 
LAR for one of the four FPL units has been submitted to NRC and dosign 
engineering i s  only approxiinately 13 percent coniplete. - Second, tlic more signlficwit driver causing ihe project controls organization to 
forecast R higher cost to EPU senioi, tnanageinent was information provided by 
Rechtel Power Cor1)oration (Beclitel) in regards to their foreeast of the necessary 
rmources to staff, manage, and implement tlrc irpintcs. At this time, senior PPL 
management had signlficflnt concerns about the accuacy of the Bechtel forecast. 

The EPU senior mfuiogement team reported to the Executivo Steering Committee 
(ESC) that it had evaluated what it would cost to self-perform the uprate for a given site 
mid compared this estiniate to the Beehtek forecast. The EPU senior nianagenient tertii 
determined tlint tile Beclitel estimate was significantly higher in comparison. This 
position taken by the EPU ~nanagen~e~it teain was the catalyst for the detailed review 
conducted and presented to the ESC on July 25,2009. During that meeting it was evident 
that Bechtei senior maaagement and EPU senior management wcre very f a  apart on the 
resources required based on the current scope, to englneer, procuie, ~d ~niplcn~cnt tho 
EPU projects. Senior managemiit considered the Bechtel position to be R “no risk” 
proposition for Beehfcl and, accordingly, believed the Beehtel estimate to bc 
unreasonably conservative. As a result, senior tna~iagenient did not accept Bechtel’s 
position and tlie higher forecast, 

FPL senior management then directed the EPU rn~ingemeiit team to take a 
nuniber of actions, iiicluding potential removaI of Bechtel from ali or a portion of lhe 
project; consideration of other engineering, procuroment, and const~uction (EPC) vendors 
to perforin all or pait of the work; and pursnit of a strategy to resolve the delta betwcen 
FPL and Bechtel. FPL senlor managetnent also reemphasized its expectation that the 
EPU team was to continue to challenge the scope of the project. 

During August-September 2009, the EPU management team’s priorities were to 
reorganize tlie BPU project team and slnictiue, conduct an orderly transition, and 
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evaluate options to leverage the Company’s position reiatlve to Bechtel. Dnrlng this time, 
my direct repois and I iiiitiatcd anumnber of activities. One initiative was the eiigagenieiit 
of URS/Washiiigton Oiwup (URS) as to their availability aiid capability in regards to 
EPUs. URS wanted to know if FPL intended to terminate Bechtei’s role in tlie project. 
The EPU managemelit team told URS that although FPL was not happy with Bechtel, no 
conclusions had boen reached with regard to staying with Bechtel, switching to self- 
perform all or part of the work, or swilclilng to a different EPC contractor la whole or in 
Qafi. 

I requested aid reccived a proposal froin URS as to the scope and cost for an 
indeimnderit estlinate for the EPU project. At this same time the EPU senior team 
reviewed the capability of a number of independent organizations that could provide a 
“bottom IIJ)” cost estliiiateand risk atialysls for major projects. The purpose was to britlg 
a range to the project estimate, quantify the risk, and validate and or levmge the Bechtel 
input Into tile total project estimate. In parallel with the aforeiiietitioiied nctivlties, the 
EPU innnagciiieiit team was working with Bwhtel to eliminate any redundancy and 
identify opportuiiitles to streaniline the project to reduce the Bcciitel esthiate. Ultimately, 
the option of changing vendors \vas eliminated d w  to a nuniber of factors (e.g., 
demobilization and start-up costs, schedule iinpacts, organizational distractions). 

Given this factual backdrop, when reading the CXA repoit it should bc considered 
that during September and October 2009, theiu was activity ongoing to review, challenge, 
and considcr nltcrmtives to Bechtel’s pijeot cost forecast, and to develop alternatives to 
Rechtd as the EPC contractor. 
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C. lndcoendcllce 

Concentric maintakcd our indepcndencc Gom FPL'r Legal and Rcgulatoq' Affks .. ?!- ... s. ... -[ Deletcdi dwprmnm~ 

1 'Ilroughout Concentric's investigation into the allegations conaincd within the- etter, 

Our nppro;lch to investigating the -1xtter and the allegations contained tltercin is 01v own, 
and not the result of spccific directions ftoin FPL, its employees. or coimactors. To this cnd, FPL 
did not place m y  constraints on Concentric% BCCCSS to current and formu employees. Lady,  
Concentric WOS not materially constmined by budget or schedule expectations on the part of PPI- 

Concentric's findings in this matter ;ue based upon our review of original sourccs. Concentric did 

Lctter xnd Coocentdc's interview with contemporaneous 

1 

not rely solcly upon statcmcnts or contrxtoa. Instead, Concentric re\icwcd and 

dacumcnts produced by the pl'UProlecl t e a i n m l ~ e n ~ ~ p r ~ ~ ~ ~ ~ l ~ . .  .Tl?=.dq.!,m..ni.li~~.n,~~. .... Delated: LIW ~ i m  
part of this invcstigntion are presented in Eshibit&. I 

4 verified assertions made in th 
1 

.............................. 

u. KQs&wLm 

*/Concentric's revimv of the allegations clised in t h y r t t e r  and ow intcrvie\\,s, identified five 
key questions wlirh needed to be anwered by our m . ~ w ,  There key qucruons arc intended to 
dctcrminc whctlicr m y  inipmdciit costs were passed onto FPL's c t ~ s ~ o n ~ ~ c s  or if HPL intentionally 
withhcld information from thc FL I'SC. 

1. Foremost amongst Concentric's key questions is whcther FPJ. has made thc comet decision. - ~ -1 formatted; idem Left: 18 pt 
to proceed with theJL!'U- m - c t s  ...... in ligl?t of ............................. the best information avaihhle ilt the &ne . - ( D e l e t e d : E p ~ , , ~ y ~ ,  
decision WLIS midc. This question is a tllrcsllold isrue for assuring prudent conduct on the 

2. Concentric noted a need to detenninc if OUJ' costs were incurred thst should not be parsed - "  . 
on to Fl'L's cuitomers on the gromds of imprudent decision-making. ................... 

3. \Ve erainincd wvhcthcr the information provided to the FL PSC and the inteivenea in each 
of the NCKC dockets wils accunte, consistent, timely and rcliahlc. If not, Concentric sought 

4. Concentric sought to dctcrmine if the infoormation flowing from thcgPUl':&i~ FPL's - ' 
executive management was sccuratc, timely, conrirtcnt, and reliable, and if not, what allowed . ' - . 

5. Finally, Concentric sought to determine which policcs, processes, and pcocedixcs nced to be 
nddmssed nr a result of these findings. 

Part of FPL. *. . . . . . . . . . . . . . . . . . . . . . . . . .  , ................... 

. 

to iletcrnline w h t  nllowed this to occur and why. , . . . . . . . . . . . . . . . . . . . . . . . . .  = ... 

thirtoocciirand\vlui..~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ................ 
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h j m s  to have been the predictable result of thc evolving design which is inbercnt in any complex 
projcct. 

/Along thesc same lines, Concentric has reviaved certain reports relic 
support his assertion that *s of Nownbcr 2009, the . . - - .[Deleted: U'U pmirri 1 
to mcasorr their cost pczfonnance relmive to the original 2007 cost cstimates. These reports, the 

roject Cash Flow Report' acid the PSL Annual Projcct Cash Plow Report', 
assertion. Concentric did note, however, that the , ! h ~ ~ t ~ t i y ~  Stctrbx- . . .. ~ oeletad:xmc.nsil I 

1 Cormnittee ("ESC') prerentationyilice lol! 25. 2009. in Novemhrr 2RWJ and ;tLtrr 2009 nll did use Deletad: p r d d  

~he..i?d?lt.a.c_olt.fo~c~?s~..'o ~ ~ ~ . . . . : . . . . . .. . , ......._.... ~. ~ . , 
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A similar cxetrirc was undernken for PTN in A I m h  2009, and FIN bcgao t o  report its 
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In April 2009, t l ~ e ~ l , ’ U ~ I j r p ~ ~ ~ e _ c ! ! n ~ n ? g e t i ~ e n t _ ~ b c g ~ ~  a j c ~ a j I ~ d  !?st revity of&&& Point . . - - 
Beach,$.llUj)rpies. , Fi :t\i:y M$id!d tl!c scqncs!pg?? cf g!e &l.’U~&ct, manIagem$n<@iml .’ . - 
at Point Be~cl i  for a period of two to t i m e  weeks in April. Upon thcir rcnun, tire EI’U Project ’ ’-, - . 
Director resigned from Ius position, 2nd it is reported rhxt a sunilar detailed cost review was begun 

/ for the PSL 2nd lrlN&?!’UJ~c$g I. ?V-F :epl?cced pnh!a!_?, ?OQ?.. . . ~ ~. . ~ 

FPL; 

At the end of AIag 2009, the?- p!>!gcy!c”L !:a!! reporteg t9 tllc-l?SC ~@!b!, Bechtel ,, , - -(Deleted: ~ ~ ’ u p i o % r t  

EPC crtimatcs hxd increased to a lcvcl -in excess of Bechtcl‘s indicative bid?’. This 
increnrs was cepocttcd to be the result of hglier tlmi expcctcd projecrionr of ficld non-twnual m d  
manual labor Itours?’ Shdzrly, the current EI’U estimater w c ~ ~  reported to include redundant 
project manngcnient end owrsiglit costs which thc~l~U?’ro iea  t n m a g : m e ~ t ~ ~ ~ i ~  &$cwd& . . - . 
&to be eliminated to ieduce thc EPC vendox’s forecast?’ F h l y ,  it was reported that the EPU ’ ’ . 
scope had grown to be larger than the indicative bid prcsciitcd in  November 2008. The 
Ihjcct mmsgcmcnt team noted that &le ciimcnt estimates wcxc based OLI pxcliminar). design 
infonuation, and that the project was in the process of retinkg iicw “lcvel I” cstimrtes.” h target 
camplction date of June 30, 2009 for the ncw ‘lcvcl 1” cstinmtes rims prescnted to the ESC nf this 

Following the May 2009 E X  prcrentation, thep1~U ,.* ..-. I’roicct ~ .... mmnge_lwit team undcrtook-mEPU- .. . --[Deleted F.rUpmjcci 
AIodifmUon Scope Review for both l l n r  and PSL The results of these reviews nrcrc reported on 
June 16, 2009 and I-ecomnicndcd the elimination of a substantial notnber of modifications 2s not 
necessav to opeme in an upntcd condition.” 

Thc subseouent ESC meetine \vas held on lune 23, 2009.1O I n  tliis presentation, the EPU senior 

1 

.~ 

meeting.” 

1 
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Ducing the intenwing period benveen die June and July 2009 ILSC presentations, the@’U Proi Eu . ~ - - Deleted EYUpr*r 

tcam cxnendcd conoidcrahlc effort to modwe il detailed. “line-by-line” cost review for both the PSL~ 
1 

and PTN project. Concurrently, P decision to rcpl;ce the EI’U sridor mni~agcmcnl # r a m  \vas nmdc. 

betwvccn Ihc end ofJune 2009 and July 25,2009. 

revised forecast that hsd hccn presented to csecutivc maoagc&nr onJuly 25;2009.“ In contmt, 
tho PSL Annml Project Cash Flow ieport uw rcmremd, the budget performance indicator was 
changed to Red, and thc totd project cost s u n ~ n q  presented on tllir report continued to he shown 
as "under mview.”“ 

Pagc 8 of 23 
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addition, the AFUDC estimate was decreased by apprmimntelg Si50 nlillion to $2W nullion?’ A 
footnote in the prcscntation indicates the AFUDC \vas reduced to reflect FPL’s pro-mta sham of 
1’SL Unit 2.- Concenuic notes that the relnnlring \&CI shown in  this presentation are dcpictcd as 

tlic fdl cost of tlieE.pU Pr+t:~-p+l:s~ p f ~ y n e r ~ l j p ~ .  ................... ........ 

Also in October, PSL pradoccd two U~IXILA nnual Project Cash Flow Reports with diffcrent 
budgct pcrfonnance indicators and different total project cost summaries. The h t  of these reports 
is dated Octokr  I, 2W9?’ This report includes a red pcrformancc indicator arid the total project 
cost s u t n m q  is listed as “under review’*. The second report is dated October 2009. The budget 
performance indicator in this report is listed RS ycUmv nnd the total project cost sununal). is changed 
to $65i million.” No one with whom Concentric spoke could explain thhe difference 01 the reason 
for the hvo reports 

B. 

Concentric It31 dewloped the follo&g conclusions which are relewnt to thc five key questions 
noted in Section I 1  

e 

, [Deleted: L I . u ~ ~ ~ ~ ~ ~  1 

&r Conclnsionr Loin Ch ronolog): 

The original FPL and SImv scoping studics provided the hasis for PPL’s dccision to proceed 

nlc F,Pu senior project managcmcnt \vas alcrtcd to the potential for-?, 1 I” in . c r c; -re ...... as 

early ns April 2008 tlirougli CR-2008-11443. 
The EPU senior project monagcment rcviemcd a preliininary, r e v i r c d w - f o r  P S L ? s  ??rly-fl>. , .. - ~ 

Deceiiibcr 2008 aiid il inom refined vcrsian of this malysis in Feblualy 2009. . The EPU senior nianagcment prepared the July 25, 2009 ESC presentations with the intent of 
p m d i n g  a detnilcd, line-by-line revinv of the clianges to them,. , 

* As OfJLIly 25, 2009, FIT b c h d  thc J Z V  .%@W. s . . . . . . . . . . . . . . . . . . . . . . . .  continued to be economic based  on^ tli:. . - - .  

/ The-$ ~\VPIC of and Massi r red  in thc presentation of a revised cost ~ :. 

with tlieJ!I!UPmieEts @.?OO?_ ...... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 

............. 

revised 

estimate to 

piid P ’ E C ~ E ~  &rc.nFnl ouP% . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

s esem -*e r n a n a g c r s ~ . -  ~ . ~ ~ ................. 

V. PPL’s Decisiori to Proceed \vitl> the EPUs 

Page 9 of 23 
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the July 25, 2009 E X  prercntation for PSL indicates f h t .  when l iorl i  the 1- C '  

~ C * J  $0. I civu?redro !Iiqi:+!m?inn -1-W eb.&~L1.2ol?  !o_ !Il_e.!LPk.C ~ ~ . . . . . . . . - ~ 

r i d p r e ~ t h c ~ s ~ c o n u n u e d ~ ? ~ _ e . c ~ ~ ~ m i c ,  although_ qp$ma:ely 1?-59?0- 
S I  t ; 'i . ' n w s  ndxraced 

n w a r c n k f  t i e  increased cost eslimatc would not Iuve altered FPL's decision to proceed with the 

COI, 

I. ~ . . .  ~ ~ ~ ~ ~~ ...... ~~. 

VI. Tw&vc~\.%P..unra . * n A v? c.'. ofEPUCosts ......_... in . . the . .. NCRC . ~ ~ . -  ... . . . . ~ ...... 

/Concentric's review of thc=LEtter has illustrated thc distinction between t lx  cost estimtion 
process and the incurrence of specific cost3. llie former is the projection of Cume costs without 
the aeNd clipendimre of company or C I I J ~ O I ~ C I  doUarr. TIE latcr is mote cr idr~ l  to the PI. PSC's 
rcvicw and involvcr the actual expenditore Of company and customer dollars or the commitment to 
do so at R Inter date. 

concerns ace specific to the cost estimation process within sTlle=Lettcr indicates 
the P,PU. tcoi@-s-aJ:d m??;c-~eci~~n y tl>c f y o ~ h g  cf geviired c ~ s t , , c s $ m ~ ~ c i  to pl'&". cx:cl!t@y. 

3 managcment k d  the I% PSC. The= Later docs not identify any costs wluch nrc the result of 

p intcwiew wit 

n 
qa,, imptudent ilct O ~ C ~ ~ U L C  conhmed this twderstmrhg of  the ~ C I  during 

Sidady,  Concentric has not found indications of costs tlut w u c  the result of iniprodcnt decisions 
or actions on the part of PPVs management. This conclusion was reinrorccd hy &ht-qjev;c_e&. 
\?Awn askcd \vhctlier they any costs that shodd not hc passed along, the unanimous 

& answcc was "no". Indce chowledged dudng ow htcrvjew that "ihc costs dl be 

PSC. A s  1 result, Concentric hclieves there ate no costs which should hc subject to disallownce by 
the FI. PSC on the basis of imprudent decision-making. 

VII. 

a. lit ' 

The chronology of CIICD~S presented i n  Section nr of this repott led Concentric to focus on tlic 2009 
NCRC proceedings" io order to RSSCSS wIxther thc inforinntion prcsentcd by FPL in those 
proceedings relating to the DPU cost cstinmtes, schedule, and cost-effcctiveness IVRS nccucatc and 
consistent with the standards cspccted for tcstimony hefore, and siibmissions nude to, il rcgulrtolT 
agemy. nlis  includcs cnsuring t l u t  nppcoved changer to the project estimate were cleruly 
comtnunicated to the PL PSC in a timely nunncr. 

There wcre three scpamtc sets of activities in the 2009 NCRC procccdiugs in wlucll inforhlatiion 
about the s t a ~ s  of the EPU was presented: 1) p'c-fhg of testimon); both direct 2nd rebuttal, 2) 
production of docuinents and anrwuing of interrogatories in the discoverp poccsscs, nnd 3) 
testimony at tllc hearings. In tlic 2009 NCKC pxocccdings, pre-tiled testimony on tlicse matters \vas 
subnlittcd on hlay 1, 2009 (direct) and August 10, 2M)9 (rebuttd); documents were pro3,idcd and 

wlut they [are]" and lis to what information wvould bc presentcd to the FL 

Tl~e_FI~:v of,ln@m~aJ~o.nto theFPSC ?nd Otlm NCRC Pgtiesss ....-. ~ .... 

Page I1  of  23 
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interrogatoiics were responded to from January, 2007 thcougli tbc hearing; tlic hearings on these 
issuer were held on September 8. 20(M.u Since iln important element of tllis uwesugation has bccn 
a b u t  the timelincsr of internal and extcmd information flow, wc hwc chosen to emmine FPCs 
actions in the tluce sepnmte timetmnier discussed above. 

B, 

I 
FPL prcsentcd four witnesses in the 2009 NCKC piocecduigr on issues rclating to the EPU: 

WLGS 
~ F P "  

f 
a7 

FPL.'I' 

ne issucs within the scope of this i!westigation, Le., th 9 cost-effectiveness of the EPUs, \vcrc presented in l -~  
CexlGbits sponsored by h a ,  and that inforimtion WIS used id 

hIx. Reed's testimony related to iiuclcnu project controls, prm 
pn~dence of FI'L's costs. We offered 1 

@ on tlx cost cffeectivencrr of tlie EPUS. 
Llcurred costs and the 2009-2010 

the projected costs to completion or opinions 
testimony related to the accounting for FPL's 
hc did not offer any cstimatc of the projected 

x t  to con~plctioo, schcdulc. and 
direct tertimony", and thc 
art-cffcctiveness nnalyser.N .. policies, and pncticcs, nnd the 

. .  
costs to completion or opinions on the cost effcctivcncrs of the OUC revieiew ha* 

7 focwcd on the tcatimony 01 and, to B lcsscc extent, 

P a ~ e  12 of 23 
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511 -$trod No, .enibcr 2W8 Itad 
rasied concerns abot 
On No\~embcr 7,2008, Bcchtcl ioronncd WI. that its csriinnn of costs for the P‘Lh~ 
EPUs had increased by $37 nullion; this higher wluc was iircd in the Bcdml  
EO”tl7Ct 
In cirly Dcccnher. 2008 the EI’U’s Project Controls Group identified that the N a y  
2008 colt e r h a t e  was Ucly to bc tm low givcn thc Bccbtd contract and cost 
A Condition Report dated 12/10/08 concluded that the rcsolvtion of dtc 4/3/08 
Condition Report w s  B “missed OppouNnit).”’” 4- O n  Pcblunry 17, 2039,- presented with an analysis prcpnred by 

the May, 2008 Cstitnatc” 
By hhrch 26, 2009 the PTN site tcatii had also concluded t h t  the cost estimate 
should be raised above the May 2008 estinute; a decision WRS mntlc to not USC thc 
highcr cost estimate becausc it \vas conridcrcd “pretimina~~”” 

It S t I b S l a < l ~ & , ~  
I~ 

Pmjrot Controls and the . site t at t cu’ ,, for PSI, \?S $129.nl~lIiol! &oxy 

* 

developing a presentation in late Apd/cady h11p 2009 
Bcchtel hsd estimated Ilighcr costs,JJlrfum,~fo!,. . . .. . . . . - ( ~ d e t e d  ~ , r u r r c ~ & , , r t ~ r  1 

... 
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responsive, even though the document referred to \m out-of-date. ’Ihc respondent answered thc 
question in B forthright fnshiai based on all of the infommtion known to tllis person nt thc time. 

D. .~ 

I ,  . 
the eoncepkl levd9”’ (as were the Affiy, 2008 crtinmtcs9~ and the C O R U I I E ~ ~  madc that thEfull 
scope was still not known. However, the new vnlues \yen: clcarlp labeled as the “Current Forecast,“ 
nnd the statc1mnt w s  cleidy made that the “Current Budget” (the Nay, 2008 values) was being 
increarcd to the “Current Fomc;rst.”” The July 25, 2009 presentation offers an ertcnsiw 
perspective on thc shortconlings of the May, 2008 crrimatccr nnd the lessons that should bc Icxmcd 
from this esperience?‘ Coticcntdc dio notes thnt the 13sC \vas espticitly advised that the new cost 
cstimdcs wen inconsistent \xritIi thc Mag, 2008 and May, 2009 data that had been presented to the 
FL PSC, and that seseml new econot~uc fcnsilliy mdyscs had bccn pcrformcd, which updated 
those ntmlysscs thnt had been subnlitted to the FL PSC clewen weelis endier? l h e  new feasibility 
ilnilyses continued to show that the projects were beneficial to custometi, dthongh lcss so thin in 
the hhy 1,2W filing?‘ 
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the information presented above, Concentric I~RS concluded tbnt by tbe time 
t w k  the stand on September 8, 2009, tbe informati 

3 and the testimony related to it, wu out-of-date. By this time, 
Schedule TOR-7, 

had presented and 
*revised cost esrimitcs to the EX. Otu opinion in this rega 1s a IO supported by the 
statements of nearly all of tlie,F!P-U proia  pcr>oc?c! . , ~ l c t c ~ ~ ~ ~ , ! ~ ~ ~ ~ ~ h ~ r  + y J ~ ~ p \ ~ ~ @ $ y ~ d & m d s -  .. - -.-(meted: ELIU~,~LCI 

that participrtcd in the decision to not update the tcatimony), and is strongly held by many of tlrose 

rn 
/ a 

1 

In our intenicw with him,-defended the September 8,2009 rcnftlmation of his  pre- 
fled tesrlnony on the grounds that die July 25, 2009 cost estimates were prepucd assuming tbc 
vdidity of many unapproved scape chnnges and manpower estimates, nod that they \\ere il no bctter 
than a ‘‘guess’’ with little support. Hc also indicated tlint be doer not recall any discussion with 
regard to whetber the updated estimate should be pzsented to the FI. PSC. 

Concentric ngrecr that the new cost crriinater were baaed on only partially completed enginceting 
nnd design inforimtion, and dmt they w m  still subject to rwirion as new information bccnnie 
wailable. IIowcvcr, that is rl\vayr tlic case with il fast-tracked construction progmm and continues 
to bc thc case today. Thcrc facts do not support the continued use of information that was based 
on even earlier concepnial designs and out-of-date tnanpmver and mnterinl estimates. ’Ihe new 
estimates were the product of more than a dozen peoplc working extended hours for a month and 
had heen rcvicwd by cvcry Icvcl of inanagcmcnt in tbc EPU organization. Thy reflected fw more 
linowvlcdge a lmi t  tbe scope of tbe$PU I’roiects than l5d bFent!s!d i t? tl1c,2007-2008 Sl!a>y s_cpl‘big~ . . - ‘[Deleted: ~ ~ ~ p ~ ~ i ~ ~ t  
nndysir, inatedals cost estkmtes that mere based on far inore recent data nnd manpower estlmtcr 
that reflected the revised scope and loading estimntes prepared by Becbtel. hlost importantly, they 
w e x  presented to the executives of FI’L in chxge of EI’U goveuance (and wvbo were responsible 
for approving budget changes for the projects) PI the best “line-by-line” estimates available at the 
time. were mnntednlly different from the 2008 estinntes, and have continued to sen.= as the reference 
point for all snbseqoent revisions to the cost errlrutes, bclufing thosc that- submitted to  the 
FPSC in hlay 2010. I n  short. mbile thclul? 25. 2W9 and suhscquent cost forecmtr are and were 

1 

.~ - [ DelEted:.wbrQ I 
. .  . ,  a r r lmman . r r en r r r en ted  . .  the best in- 1. ’ unon b, TPL. 

aud w e ~ c  s u i x t f i ~  2 n n 7 1 ~ 1 f i  co 

. .  

~ a l l o f s t - ~ o l ~  2S 2nO9 co st forecast revisions have lieen ilicreascs tliilt wece built ~ m o n  d i e  
Jolr 25.20909 forecast. 
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use or non-use of the updated forecast (see Section VI11 for additional details). The EPU stnff had 
experienced significant turnover and WAS also undergoing a major rcorganizltion at t lm time, wlicl~ 
appears to lmve contrihntcd to the lack of clarity on this point. 
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VIII. Information Flow within FPL 

As &scribed in Scction n: the i n i t i d & l ~ U j ~ m ~ .  +Jgct ”s c?tn+bcd by +e_FPLand_S!>!y- ._ - .  
scoping sNdics in 2007 and cady 2008. The -5 ~ ~ t s o ~ c s ~ a b ~ ~ l ~ c ~ ~ . ~ ~  y$ue.ty Pf P~oject~ .. -. - 
instructions which identified the procenr for addressing changer or risk to tlus initial forecast. There 
Extended Power Uprntc Project Inrtmctions (“EPPls”) \yere first devclopcd in spring 2008 and 
were updated xt vaiiour points in the project, indudiing foUo&ig the introduction of il new senior 
management tcam in July 2009. Concentric’s review of the EPPI’s have identified tlucc wvluch are 
rclcvant to the flow of infomation related to cost esthnter within FPL 1) EPPI-300, EPU Project 
Change Conuol; 2) EPI’I-320, Cost Ertilnathg; 3) EPPI-340, EPU Projcct Risk hlanagcment 
Program. For putpores of our revinv of thcre hrtructionr, Concentric lias segmented our review 
h t o  t lx  period preceding July 25,2009 and that afterJuly 25,2009. 

A. fie-lulr 25.2009 Infomatio*, Flav 
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indicating tlic potentid schedule impact. Oncc thi~ infonnation is added to the SCN/TN, it is 
routed to the.EPU,Pr?icct, tcat”-mespb!r-y$l! Il!e-a.pp&I= q p r ~ ~ d u ~ l ~ o r i ~ :  f ~ r t h c  ~ ~ m k ~  . - - ~(Deleted: IYU pcorrt 
cost impact. Upon approd ,  the SCN/TN is supposed to be incorporated into the project budget 
and all future project reports?’ 

Concentric requested the fiPU ,I)pi$c!p :I+d, 1t:g4ft~? -zI!I~.~U-SCN!TN~ bin:! J!t!ey- !,-2ODE. . . - 4 Deleted: w u P m j m  
and received many, but not aU, of thc SCN/TNs prior to isruing our report. Bared on o m  review 
of the Trend Register and SCN/’l’Ns lienveen January 1,2W8 and July 25.2009 it would appear that 

conscientiously maintained Trend Register war maintained bchvecn mnmec 2008 and at least Junc 
2009. Ho~vcvcr, it appcam tliat the proccrr for rwicwing and approving trends w a s  not 
appropciprintcly implemented at 1’SL. Alnny of the sanic trends \\,ere identified each month without 
resolution or incorporation into tlic budget. A s  an examplc, nearly cmry month bchveen August 
2008 aod June 2009 a trend was noted with regard to the EPC budget. Thcsc trendhpqG”&c!gc?- ~~. ~ .[ Deleted: I 

benvecn $10 million nnd $140 million. TIE EPC budgct WAS only incrcnred by $20 nlillion during 
this period. For I T N ,  it wodd appear that the trend registcrwas not as conscientiously maintained 
during this pcriod nnd some of the trends or scope chnnges were outstanding for scvcral months. 

Finally, many potcntial scopc changcs or trends appeir to h a w  bccn capnwed on the KLk Register, 
which, as disliscussed below w a s  not synclirodzed with the project forecast, rather than the Trend 
Register. For cxamplc, the CR discurscd in Section n’ nbovc. rerultcd in il “High KLk hlitigntion” 
plnn, Init docs not rppenr to I w e  been included on tlic trcnd rcgist;irter. Thus potcntid scope changcs 

1 

1 

the _pcoicslS- 9!lb- p ~ U ~ ~ y  _ C ~ ~ p ~ ~ ~ ? e d _ y ~ t ~  etjs- ~ E ~ ~ I ~ 3 0 ~ L  ~ -&r- psk dstfikd -%L&. . ~ 1 W E M ;  EPUprojm I 

1 

BPPI-320 p m d e s  the project instnlction for cost estimating, including the development mid 
inclusion of contingencicr nnd the cstiniitcr to be urcd on the SCN/’INs dcscribcd above. This 
inrtlllction was established in ALarch 2008 nnd remains in cffcct today. SpcciGcaUy, this instniction 
stntes that “cstimiltm sliould includc projcct risks, mccrainties, and contingency. These should be 
documented along with the methods for determining the percentage of risk and thc Rmount of 
money associated w i t h  the contingency.” EPPI-320 also indicntcr thnt it is supplcmcntal to thc 
Nuclear Projects Department Jnstiuction - 304 C‘NPDI-304“). 

FPL liar dcfincd the contingency as “an amount addcd to PII estimate to nllow for Rdditional costs 
that c~pcpcricncc shows wdl likely be required. This m a y  be dcrivcd citlicr through statistical analysis 
of past project costs, or by applying cspcdence gained on siniiar projects.”” NPDI-304 pzovididcr 
additions1 guidance on the dndopmeot of contingencies and states: 

4.7.6. A s  B general nile, conceptml ediiixtes should have I 25.30% contingency, 
Levcl 1 or preliminary cstimatcs should have 15.25% contingency and Lcvcl 2 01‘ 
detinitive cstinmcs a 5.10% contingmcy. nx exact pelrentage is determined on a 
CPSC by case basis. 
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the contingency as “Scope Not Defined”, OL‘ “Scope Not Estimated.” 1% line item, althougli it 
rcfcrcnced the p-p? -Pr+$’ 
oxwall forecast vcnd and was not bared upon project dsk. As a rerolt, the contingency \;,as 
depleted moiith-by-month, the Risk Kegister \vas never sgnchronizcd with the project forecast and 

P.U_U_EiE.- P I no ~. . . longer . .. . maintained ~. . . , . .. a ....... I c d  of ~ contingency -... ..~. tliat . .. is ,:?!+?ten< >\?I)- FPF>_ .~ - 
guidellm. In othcr words, the EPU senior management ,p&hch$i!! _coIcnRcnc). as .an . . 
: . aUo \~~n~e“ t ! l a t . ,~~s~~b~~~s~~  fo.meet,incyascs. iF>:?p!._?r.cos! m$c: tli.na p l u e  yI.i+ :e f le~~s. .  . . . 
tlic iisk remnining in the project, including those identified hy the Risk Registas. nds pmctice wm ’’ ’ . . 
ach,owlcdged in die lessom learncd sections of tlic July 25, 2007 ESC presentations by the 
statements that "...undefined scopc depletion not dealt with in n timely fashion ... undefined scope 
allownnce used in cstnbhhhg bnr~ contixcts and work left little for cnmgent items or increased 
tcope. ..mmt inclodc undefined scopc allowance lmed on l e d  of risk/pmgrm on pcojcct.” 

p ! r i c q y a s .  the? y c d  a? a b&lyi$i?gv+& !o_ +!.a. aat~ .. . , .{Deleted: E Y L ‘ ~ ~ + C  3 

EPPI-340 was fsrt  initiated in F c b i u a ~ ~  2008 and crtabliilics a process IO cnsocc thzt e d i  
‘Fdcntificd risk is rccordcd in a risk mrtrir, and evaluated for prohbiJiy, conreqoeoce, cost, 
schedule and project impact:’ The p~o-ocess set fotth \ d i n  El’l’l-340 does not include n clrsr Link 
to die gcL! .Pr.&& for:ca>ts, biit +her is. .M .c.al>&.~ twl-fo: ~dctcrnuning the .Icy! .qf,. .~ ~ ~ -[Deleted: eru pruird 
uncect&q reitmining in the project. Indeed, the July 25,2007 PSI, FSC presentation stxtcs ‘current 
undchincd scope aUomnnce is not aligncd to the risk mntrk ... looked at the proiect only from R high 
Icsel risk.” Because the EPU scNor management used the contingency as a balancing variable to 
depict il flat forecnrt trend, the Risk A[amgcmmt Propmm was never usedps mescribcd ..._-..- b v  ~ l W 1 -  ..... 

and with little or no connection to th=ppU.~~~~~~,t,l,fo~eorecnst. ~ ~ ~ ~ ~ ~ ~ ~ ~ . . . . . . . . . . . , , 

\VitIi regnrd to  tlic risk managcment process, tlie EI’U’s ilssCsment of its own performance during 
t l k  period, as presented to tlic ESC on July 25,2007, WAS that: 

I 

-.[ De1eted:hchunmw 

N. At bcst, by carlg 2009, the risk registem bccnmc little nmrc than a repoii;ov for project risks , [ Deleted: EYUer+.jrn i 

. It “underestimated the risk and costs associated with the fast track project,” 
It “did not asscss [the] capacity of [tlie] organization and costs,II and 
“Early warning on cost ovcnuns and undchncd scope depletion were not dealt with in 3 
timely manner.” 

Concentric conciirs with tlierc mscssnicnts, and notes that m a n y  of there ismes have l i c ~ n  remedied 
throitgh changes in praccdul.es 2nd the organizational stnlchlrc since July 25, 2007.‘N 

H. 

As pnrt of its tctnrition, the new EPU senior management team has undertaken I ~LDCCSS to revisirc 
many of the EPPIs to address many of the lessons learned that \vccc idcntiticd in thc)uly 25, 2009 
EX presentations. Ai dcsc ikd  hlow, tlis prccesz Ins included cstenriw rwisions to I3PPIr-300 
and 340. 

\Wth regard to EPPPI-300, tlis Listtuction lirs undergone at least four revisions since July 2009 and 
has been updatcd to include mom rigouoos trend identification, to more clearly defrne the roles of 

I3.q -1ulr 25 2007 I n f o r i n n t i  , ,  

Pngc I7 of 23 
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each person involved with the trendprognm and to dcGnc the timeframcs for review and approval 
of thcsc forms. 'll~cse revisions included B revision to the SCNf'lN forms. This revision changed 
the name of thc form to explicitly include forecast v&tions. Similarly, the SCNf'IN forms being 
issncd by the Project today dictate the souccc of the hinds for each scope change or forecast 
variance. The options for there funds include: 1) No change to project budget; 2) Contingency; 3) 
Varinncc to approved budget; 4) Other. Nonctheless, the @:U,.P'?i?cg .cpn~nucs_tp_us_e_l,~- 
ContinPC). nuo\vance &&dsc?Pe ! ! ? W S . . P . W .  i t  . 
h t  aonromiatcly reflects tlic LI 'sk to the cost forecast. Concentric believes scope changes should be 
funded through a forecast variance to eliminate the use of contingency as a fomwrt balancing 
vainble. This is consistent with NPDI-304 which states &e following: 

. . .  

"Contingency usually docs not include changes in scope, schcdde or unforeseen 
major events such as suikcs, tsunamis, hurricanes ox eartlquakcs." 

Lastly, the ~ i s e  of the trend program is improving with greater alignnienr benveen the Risk Rcgistu 
and the Trend Register. 

July 25, 2009 ESC presentations. IIere the comments \vccc inide that "Individual AIodification 
Budgets and Site Dcpartrnent I~udgcts [wrc] not established ... did not tisc formal process such as 
Plant Rcvicw Board to appppmvc scope growth during design procerr prior to 01/01/ @?...no formal 
cost benefit was pwformed on design clclngc~."'~' 

Findy, due in large pact to the confusion rlircursed almore, oiir tcvicw of the EPU's rtsndaxd reports 
and presentations has made IS aware of sevecd reports that were issued with incorrect, inislending 
or out-of-date information. 'llicse problems j-lolri"-$$ Alo-n~l~y -Oj?+g- 
Reports (AlVPRs), monthly car11 flow reports, and ESC prcscntations. Even niom troubling are 
repotts we liave xcceived from Lidividunls within FPL that docomcnts thcy were responsilile for 
preparing were changed, after the origimtor had issued them, by ~otiieone else in the orgatizstion 
and often with no esplsnntion as to why the changes wcrc mndc. In other instances, individuals 

Pngc 20 of 23 
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x'crc told to makc changer by someone else within FPI, \YMe these accounts arc v c q ~  difficult to 
verify, they do not rcpiescnt a sin& ilccount or exnmple, and some corrobanting documcntation 
has been provided to us. Some of these acitons arc nttdbutcd to managers that me no longer in the 
EI'U organization, but they dcmonsuatc the need for more definitive dowment control nnd 
owncislup procedures. 

1X. Preliminary Recommendations for Improve111enr8 

Concentric's investigation into this mattcr liar produced n list of recommendntions for piocero 
improvements and corrective actions. These recommendations *re presented below. hlany of these 
rccommcndations arc intended to irnorove the distribution of infomation within FPL. thc NCRC 

1. 

2. 

3. 

4. 

5. 

- 
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o-ers (by report). 
implement an explicit report s i p  off or dissent procedure that is analoco us to the 

In addition, FPL and the P U .  P+cr-te--._hp_.1_4h>$d- establi>h -%$_ -. - { Deleted: EPU pmirci 1 
eet ,, sm-off  OTO cedure used f o r n  sourced from o utside the busin 

addition,"the re,ort sign-off and dissent process should include a link to  the 
similar p~ograrn for anonymously nohfying superiors in the went of a concern with project 
repolting. 

6.  To the extent that a performance indicator fp. meen. relloxv. red) relies upon a calculation 
in order to produce a partlcvlar indicator, the result of the underilying calculation should he 
reported along with the performance indicator (e.g., budget or forecast performance). By 
providing the result of the underlykg calculation, a report preparer OT I 
idenhfy any discrepancy between the performance indicator and the 
produced that indicator. c.. . . . . ~ ~ ~. . . . . . ~ ~ -. . . . . . . ~. . . . . . . . ~. . . . . . . ~ ~ -, 

7. / F P L  should consider changhg the reportkg reladonship of the EPU Project Conrrols 
Wlde the change in xpordng from the EPU Project Director to the Vice SDirec tor .  

5 President of Power Uprate in 2009 \vaga_ p ~ i @ e ~ 4 e y ~ l ~ p p 1 ~ ~  Ibe-repo 
q t h e  EPU Project Conu-ols Director upoved>p-i&+~ 6th~ 

QConuols Director and his staff. Conc~.t.i.n>~~s_th.t~f.t...,larges_c . .  
benefit from 
&om across the organization. 

FPL's current approach to establishing the EPU's contingency (Scope Not De 
contingency as the balancing variable to  maintain the projects within their 
This is not consistent with FPLk EPPI-300 or with sound project manage 
The contingency should be based on the level of uncertainty in the projec 
captured through a probabilistic analysis of the cost esdmate. Reductions in the contkgenq 
should not typically be used to  fund scope changes, and the conthgency should only be 
released if the uncertainty associated with the project has declined. Concentric notes that the 
appropiate l e d  of the condngency is an issue d.atisP_e;l~.~~~e~S_ePPP_ Ikgh_B:i$ge.ge_injp-. . 
current independent review of the project cost esdmate. The~.PUPro~eEtishould_ejt_ablish~. . 
a formal internal process to approre and communicate EPU b u d g q  forecast or estimate 
changer on a total project basis each month @.e., not annual). T&sxrEe>j q&!d -. 

stnbuaon checust  to d e  certain all relooilsare_ spda;td-co-ns&%h piLe-a.gty &&e!,- 
forecast 01 esdmate is approved. Concentric notes that EPPI-300 has been revised twice ' j j  

since July 2009. 
recommendation. 

outside of the E P u  Projects. * eu!d :FP I -0-. "e .&: _UldeD_e?den 

indeoendent o+_cI F~+$K pi~agz!pol &s! -inc-o-q 

', 
', 

. .  . 

........................... 

If implemented thoroughly, these changes should address tl& 

8. 

9. To the extent condition reports are being utliized to document potential budget or cost 
estimate challenges, the CR closure processes should be revised to prevent the closure of a 
CR prior to the completion of a risk mitigation plan. In the alternative, dsk mitigadon plans 
can be tracked separately, but must not be dosed until each of the action items listed on the 
risk midgation plan are completed. Add i t iody ,  the completion of all action items must be 
documented and those documents should be preserved in a central locadoq. _'&nc??@_c_ - - 
notes that the EPU manamment team is siread!, planning to address this change-&-& the- 
El?! ?c++=F!S:.~. . . . . ~ ~ ~ ~. . . . . ~ ~ ~. . . . . . ~ ~ ~. . . . . ~ ~ ~. . . . ~ ~ ~. -. . . . . . 1 

Page 22 of 23 



CONFIDENTIAL 

CONFIDENTL4L 

FPL 153137 
NCR-IO 

10. 

11. 

12. 

13. 

14. 

15. 

High Bridge Associates, ox another independent third p q ,  should be retained to complete 
an engine+-based cost estimate of PTN Unit I and both PSL units as soon as possible. 
Tnis esdmate is needed to re-baseline the project forecasts and to enhance the ceaaintg of 
fume forecasts. 

FPL should continue to main& -r gafkg-as-;!  -@gh- p&&yy .  -&_%u-ffi5ie_lt_. - - {Deleted: ~rupoicn  
number of staff members are required to maintain adequate project control, including the 
updating and production of project repom. Throughout our investigation it 1 ~ s  noted to 
Concentric that many within the organization were ovenvhelmed with the amount of wok 
that must be accomplished given tbe "fast-tracked" rtatns of tbe project. A t  h e r ,  th~s may 
have conmbuted to the inconsistency or inaccumcy of ceaain project reports. 

I 

The results of t h i s  investigation sbould he provided to the Corporate Responsibility Officer 

of intervie% indicates that there are. or have been. concerns about the uniform adherence to of md vndcntlnd rhr ament far of 
rr&tion rnd mirvvil t i v r  .&rr It IOWCI 

for use in improving employee confidence throughout the organization. 

the non-re th t io  n nrovirion . of the Code of Cond UCt. 

Concentric suggests FPL institute a procedure for conducting orgailizational readiness 
assessments prior to commencing =complex, htge-scale projects. This procedure should 
include a documented review of the Project Plan to  ensure d m  it adequately details how the 
project is expected to  evolve ova rime and ensure proper expectations rekted to 
performance r e p o i h g  and measurement are communicated throughout tbe project teams. 
In additioq these assessments should include a detailed review of executive management's 
expectations xegarduy the development and updating of t b e  project schedule, cost erdmate, 
budgets and reports. 

Concenmc and the j?PU-Prpiesc infl~gqn?e_ny !e+- Kh-o-dd cqqd?Ft_ @~v&&n _clone-- 
out meeting at the end of this investigation. This meeting will review Concentric's &dings 
in tbir investigation, h % g q e n f s _  ~ e _ s p q l ~ ~ _ r _ . ~ ~ . ~ e ~ h * ~ g s ~ a ~ ~ ~ ~ ~ c ~ ~ s ~ ~ ~ s ~ ~ _  - ~ 

which processes 01 procedures could he improved to prevent s h u l a r  project challenges. I.. . . . .. 

- - 4 Deleted: mu pmjcn I 

Page 23 of 23 





CONFIDENTIAL 

CONFIDENTIAL - DRAFT 

May XY, 2010 

FPL 153138 
NCRlO 



CONPlDENTIhL FYL 153139 
KCR-IO 

CONFIDENTIAL 

I. 
11. 

/ 111. 

I\’. 

1’. 

1’1. 

\‘]I. 

\‘Ill 

IS. 

TABLE OF CONTENTS 

Introduction .......... ............................................... 
Concentric \Vork Plan ............... ................................................... 
A. Overricw of Scope ............................................... 
B. Sources of inforinnlion ................................................. 

............................................ 
D. Key questions ....... ................................................ 
Sumtnary Lewl Rerpomc to .............................. 

A. Cluonalogy ............................................ ................................................ 

PPL’r Decision to Proceed wid> rhe EI’Ua ............... I ....... 

The PIOW of Infoonnation to the FPSC and Orher NCRC I’nrtier 
A. Scope of Inquiry ............................... ............................... 
B. Pxe-Sled Tescrtinioriy ...... 

D. Tcrtimony at Hearuig.. .................................. 

1 
Cbronolog)? of Events ....... 

B. Icf,. Conclusions from Chronology .............................................. 
...................................... 9 

................................. 

1 
1 

B. Port-July 25, 2009 Infornutinn Flow ........................................ 

Prehlinnqr Rccommeodnlians for 1n1pxo”~”rments .................................. 



CONFIDENTIAL 

CONFIDENTIAL 

1. Introduction 

Os February 19. 2010 Ak. Lcwir Has, tlic Cliair~na~~ and Chief Esecutive Officer of FPL Group, 
/ Inc (“bTL Group’) received r letter from 1- Letter"), an 

Letter included concuns about the “cost pcrfncmancc in Nuclear Projects 2nd Eytcndcd 
Power Upmte in 2009” stid allegations rclitcd to the reporting of this perfoormancc to FPL‘s 
crccutiw mmagcnicnt nnd tlic Floridrr Public Sen.ice Cotnnlission (“FL PSC”) 

Conccntxic Energy hdvkors, lric (“Concentric”) was provided an elccuonic copy of this letter by 
FPL’swmd~+phory Aff+Pq+~~~!t~ p!i>I~rch 10,.20!0.! A ppy-of-<>c Icttec js~a-t&=d_ 
2s Exhibit 1.  Followvhg initial discussions benvccn Conccntdc and FI’L, Concentric was retained by 

within the Nuclear Projects Division of Florida Power & light Company (“)? The 

. . -  

_ -  
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C. bdcocn dcoce 

/lIvaughout Concentric’s investigation into the rllegations contained within die = Lcttcr, 

3 Our approach to iiivertigating thf LCtter X I ~  thc &?ions conhhcd therein is-our own, 
amd nor the result of speciGc dkccuonr corn FPL, Its unplqces, or contractors. To tlir end, FPL 
did not place any constnintr on Concentric’s IICCW to cumnt 2nd former employees. Lady, 
Conccntdc war not mnteriallg constraincd by budget oc rchcdrde e.pectationr on the psrt of FPL. 

Concentric’s findings in t l i s  matter arc bnscd upon OIU mvhv of original SOUKCS. Concentric did 
not rely solely upon stlltenients h 7 FPL cniployees or contractors. Instead, Concentric reviewed and 

Letter and Concentric‘s interviews \\.id, conrctuponncour 
documents produced by t h e J 2 U  P..~E[-t_..m~~l~c!l_.1.crpastibl~.~ ~~xdocu”1_c?t~>cl icd~ upma:-, ~ -. 

Cancentdc rnaintnincd our indepcndence from FPL’r Legal and Rcgulatorj, A f f k  @n~rtr!vorf. .  ... ,[- 

3 verified arrcrtionr amdc in the 

port of this inucrugation are presentedin Exhibit&. . 
~ , ~ ~ ~ ~ ~ . . ~. . ~ ~ ~ , ....... 

D. Kev auestianr 

4 Conccntric’r reviciv of the allegauonr mired in th m h t t ~ r  and our intewiews, idcntihcd five 
kcy questions which nccded to hc answered by our smmv. There hey qucstionr are intended to 
dcternlinc wlmhcr any inyudent costs were pasrcd onto FPL’r cnstonms or i t  FPL i n t m t i o n d y  
withheld infoonnation Iron, the FJ. PSC 

1. Fomnort anionpt Concentric’s key qiicstions is whcther FPLliar nude thc comcct decision. - . ~ w l n d e o t  Len; 0.25. 1 
to proceed with the ,EPU . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  l’roiccts in light of the hwt infonnntion available at the t h e ,  . . - .[l)eleted:mvy+,u 
dccirion WAS made. Tllir question is s tlueshold irsuc for assuring prudent conduct on the 

I 
prrrof FI’L. ...................................................... 

an to FPL’s customers on tlic grounds OfinlpNdCnt dccirion-id4ng. , .................. 
3. \Ve exarnincd whcther rhc itxfonnation provided to the FL PSC and tlic intcwencrs in n c h  ... 

of the NCRC dockctr was  accurate, consirtent, t k c l y  and reliable. If not, Concentric sought 
to determine what alloucd this to OCCIIC and \vhy. .............................. 

4. Concentric sought to determine it the infornution f lo~ing  from the@UI++cts to I;PLLs-, -. 
csecutive managcmmt W B  acwmte, timely, consistent. and reliable, and if not, what sllowed ... 
tllis to occur and why. ....... 

2. Conccntric noted B need to determine if ,q costs v e t c  incurrcd that should not hc passed 

...................................... 
5. Finally, Conccntric sought to dctcrtnine which polices. procerscs. and procedures need to bc 

addressed as a result oi these Sndhgr 

As can he seen in Exhibit 6.5 !i~u!i?er of th!.$&!&gg&&re? j” chc-&tt$r-w?re , . - 
showvn to bc accurate. 

changer in tlic ovcrall project scope. JIo\r.evcr, Concentdc bclievcs the shifting scope of d l c w -  ,’ 

SpcciGcaUy, Conccntzic 113s noted documentation wluch confums Alr. 
g = statcmentr related to the timing of the initial scoping rtudicr by Shav and the repeated 

%e 3 OfL%. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  



CONPIDENTIAL 

CONFIDENTIAL 

FPL 153143 
NCR-IO 

.- 

.,. - . .. 

~. . 

_ _  .- 

1 



I , w  Dctwrtmcnt. 
l luman Rcsourccs f''HR'?DcnartmcnL 

IV. Chronology of Events 

It is Conccnvic's un 
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iddrcrrcd In. the FPJ, 

I n  the tvhler of 2007 and 2008, FPL rct&cd Shaw to rcvicw FPL's initial scoping shtdy nnd to 
confirin or reject the results of rhir nonlysir. Concentric undcrrtands from our intewicws that thcre 
smdicr gcnedg  ,c_o+na the- 
replaccment or tefurhishment of ccrtaiti componcnts existed for Turkcp Point. The initial cost 
cstimnte included a contingency nllocatian of npproxhiinlatcly 4S0hX 

In April 2008, soon after thc coinplction of the Shnw scoping studies, the @'U- F~~iec_tt_t~aI!l . . -~[Deleted: ~I*Llp+ct 

assigncd to PSI, (the "PSL Project Tad')  identified the potential to excecd thc original FPL PC 
Slxw rcoping estimates. At this time, tlic PSL Project Tam initintcd Condition Repozt 20081 1443 
(the "CR'? wldcl~ rtitcd the "EPU Project Pcnsibilit). Smdq may not have captured the full spcchutn 
of modifications ncccssa1y:- h t I i ~ ~ " p ~ q t _ e ~ - .  JF-:espo 
developed B "High Risk Mitigation Plan" which was attach 
Plan included corrective actions wliich were rcqtled to b 

!cc+g nnalysjs, . ~ ~ t _ ~ " ! i ~ c -  .diicrcpanci~s. +tcd ~0 di? ~ ~ ,.(Deleted ad 1 

1 

but not the !Iln! qui Higl? Ksh- . ~. 
il copy of the reviscd cost cstinutc 
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Duriig the intmnwling pciiod bchvcm the June and July 2009 ESC prescntauons, the r w -  -. ~ -[ Dakted: EPL'pmWt 

team esocudcd cmsidcmhk effort to tlroducc a detailed, "Linc-by-line" cost review for both the PSL 
1 
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the July 25, 2009 ESC presentation for PSL indicrtcs rhat. \vhcn hoth the h i d w  costs and ~ r e a t e r  

, Deleted: 14 1 
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intcnogntoricr were responded to from Janunr)., 2009 through thc hcuing; the hearing. on thcsc 
issuer were hcld on Scptembbcr 8,2009." Since fin important clerncnt of this invesugauon has becn 
about the timcllms of internal and crtcrnal informntion ffow, we have cliosen to cmninc PPL's 
actions in thc three rcprnrc timcframes discussed above. 

B. P r c - f i l e d ~  

PPL prcrcnted four wimcsrcs in the 2009 NCRC proceedings on issues relating to the El'U 

pmdcnce of fiPI:s costs. Hc offered ,tc ofthc p r o p e d  costs to comnpletion or opinions 
, . 

&?on the cost effccti,~cncss of thc EPUS ertmiony rdated to the sccountiig far FPL's 
incurred costs and thc 2009-2010 nroiected coats? She did not offer any erumnte of thc pmjcctcd 

Deleted: 91 1 
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As of Ah), I ,  2009 (the dnte the preGled testimony quoted above was fdcd), the following events had 
transpired 

A Condition Report (CR-2008-11.143) dated 4/3/08 raised concerns about the 
validit). and celhbilit). of thc EPU cost estinmte that w a s  used in  Docket 070602-EI" a"dtbamF! Tine PS wen re II. oris for Aur.ust 2008 rhrood~  Nosemher 2008 had 
clsierl coneems about siibsrantial undercstimariun of the PSL uroiecl cosls?: 
On November 7, 2008, Bcclitel infornlcd FPI. that its es&mtc of costs for the PIN 
EPUs had increased by $37 ndhon; this higher value w s  used in dic Bechtcl 
contract 
In cnrlg Dccernbcc, 2008 the EPU's Project Controls Group idcnlificd that the May 
2008 cost cstiinate was likely to bc too low given the Bcchtcl contract and cost 
A Condition Report dated I2/10/08 concluded that thc resolution of the 4/1/08 
Cornlition ~ e p o r t  was R ''missed ~ p p ~ ~ i ~ n i t y " ~  4. O n  IIebnwy 17, 2009,-wir presented with an nnalysis prepared by 
Project Controls and tlieFSL site tlnt t he i r&q$  f?<PSL yds $!~9-t~+Iion-~bw~ 
the hlay. 2008 ertlnat8' 
By hiarch 26, 2009 tlic PlN site team had nlro concluded thnt 1 1 ~ ~  cost cstinlatc 
should bc mired sborc the hlay 2048 estimate; a decision w a s  made to not use the 

continued to use in hhy 2009~' 

. . -. 
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responsive, even though the document rcferrcd to urns ont-of.datc. The respondent anr\.ered the 
qucstion in il forthright farhion hascd on dl of thc information hown to this person at the titile. 

D. Tytinmi!. at Hcprioo 

The cschange with counrcl had 

pre-&led testimony. and 

all of the sti\tenicnts in the pre-filcd 
rcmaincd mthhd nitd accwtc as of 

several corrections to ernta in Ius 
his nay tirlc and rcsponsibiliticr 

,c testimony, and the cshibits 
b Scptcmbcr 8, 2009. 

with FIX 
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Bared on the infoormrtion presented above. Concentric has concludcd tlmt by thc time 5 
ook thc stand o; Srptcmher 8, 2009, tlic ~n~ormaoan rcacnted on Schedule Tom T!!!!!!! nmony r c l ~ l r d  to 11, w a s  owor-datc Ry dur oincf)I,rd pccrcnted d 

w e  interviewed. 

f In ouc in!cn.iewwith him,-dcfmded the Scptendxr 8, 2009 reafftrmation of Ilia prc- 
filed tcrwnony on the grounds that dle July 25, 2009 cost crtimnatcs were prepnred assuming the 
didi ty  of m m y  unalqxovcd scopc changes nnd msnpowr cslimrtcs, and that they WCIC a no bcttcr 
than n "gucsr" \vi& little support. H e  also indicated that he docs not reed any discussion with 

to whether rhe updntcd estiInste should Ix prcscntcd to thc FL PSC. 

Concentric agrees thst tlw ~imv cost cstiimtes \vcre based on only paxtially conipletcd engineering 
nnd design informntion, and that they were still suhject to revkion as n e w  information became 
avnihblc. Hovevcr, that is slwz~yr thc case with B fast-trackcd constnictioii program atid continucs 
to be the case today. There facts do not support the continued USE of information that v a s  barcd 
on even earlier concepmd designs and out-of-date manpo\vcr and riisterinl cstiunates. The new 
estiinatcs were thlc product of mom than a dozen pcople working estcndcd houm for a month and 
had been reviewed by every lexd of mnnnsgcnxcnt in die RPU organization. They reflected far more 
k,-no\vledgc about tlie scope of tliep'U, ~ ~ o j & ! s , t l ~ ~ n  !?ad ~:cn.~!sed in-flic 2007-2aOR Sl?a>:!cpping 
analysis, matcrids cost cstiniatcr that wetc bared on far more cmcot data and mnnponer ertinatcs 
that d c c t c d  the revised scopc 2nd loading estimates prepared by Bccbtcl. hlort importantly, thcy 
mere presented to the csecutiver of FPL in charge of EPU govcrnance (and \vho were rcsponsiblc 
for approving budget clinnges for tlie projects) as the bcst "hdyl ine" estinmtes available at the 
time, WEIC inatcdnlly diffcrcnt from die 2008 esthatcs, and have continued IO SCLW as the refexencc 
point for all subscqucnt revisions to the cost esti~nater, including those that are being submitted to 
the FPSC in M a y  2010. IN slioif. d i d e  the Tuh- 25.2009 and subsequent cost foorecaur arc and iwre 
~~~ 

hmadcr scale, the documents \I'C Aavt rwicwcd, and our intcn~ims, indicate that tliere ~ I W S  

considerable uncertainty among the project staff in Septendcr 2009 BI to whctlmr thc new cost 
cstimater \wcc "officinl" or not, and internal reports were inconsistent in their usc ox "on-usc of thc 
updated forecasr (aec Scction T'III for *d&tional detds). 'Jlie EI'U staff had experienced sigtuficmt 
turnover and was nlro undergoing il nmjor reorganization at that rime, w l d t  appears to Iiavc 
canuibuted to the lack of c l d y  on this point. 
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VIII. Infonaation Plow~itltin PPL 

As described in Section It‘, the initial J~l~l~1!..i..t.b~dg~t y ? ~  c!t!bli>&d- bx andS!i+y_. ~. - -[Deleted: FIpL‘p+cL 

scoping studies in 2007 and cnrly 2008. n i c  gI!U fioisst: , Ip-es~a~~$~c$.a. ~_tiif). pfp:?ject~ . . . -[ mieted: FPU,,+~, 
inrtructioni which idcntified thc process for addressing chnngcs or risk to this initial forccnst. n c r c  
Extended Power Upmtc Project Jnstnlctjons (“WPIs”) were Grsr developed in spring 2WR and 
were updated at vnrionr points in thc pMjcct, induding folowing the introduction of a new re&or 
mmagcment team in July 2009. Concentric's review of the EPPI’r have identified three which axe 
re lamt  to tlw flow of infornution related to cost cstin~nte~ within FPL I) EPPIJOO, EPU Projcet 
Change Conuol; 2) BPPI-320, Cost Estiniating; 3) EPPI-340, EPU Projcct Risk hhnagcinent 
Pmgnm. For purpoics of ow rcvierv of there instructions, Concentric has scgrncnted our revicw 
into the period preceding July 25,2009 and t h ~ t  after July 25, 2W9. 

1 

A. 

Ar carlg as April 2008, tlx EI’U nmagemcnt team was nude a\%we of concerns about thc adequacy 
of the Sh.w scopkg mdysis and associated hdget.  There concern x-sucfnced after the Bechtcl 
contmt w a s  warded iu No\.eiubcr 2008 and were brought to thc attention of tlic EPU senior 
managcmcnt in December 2008 and Februdty 2W9. Ry Fcbnirry 2009 thc EPU Projcet Controls 
employees had devclopcd 2 ieviscd cast cstimatc, albeit in prelininacy form, that projected a $129 
irlillion cost increase for PSL. Tllc revised cstinatc W&I witllL, 2% of the valuer prcscntcd to tlic 
ESC in July 2009. Similar cstinrntcs had been developed for PTN by h l d i  2009, but the EI’U staff 
w a s  directed to dircoontinuc use of this crliinnte until management had rcviewcd it curt he^. 
nmmgltout late 2008 and the frst sh months of 2009, Beclrtel ;ubmittcd several rmisions to its 
cost estinmtcs. all of whicli were sulstantially lughcr than its indicruve bid and Irigher t l i a t ~  the 
estimate developed as part of the Slmv scoping nndysis. 

PIC -1u$25. 2009 Informstioa Flow 

nlcsc w m s  followed the publication of EPPIJOO on hlarch 4. 2008. This project instiuction 
establiirhcd a foortnal process for identifying and tmclilig potential changes to the initial project 
btidget. EPPIJOO dcscribcr thc piirporc of the trend pcogram as follows: 

--nG documcnt shall bc used for scone chmecr to G v i t d  and O&M sulwroicctr 
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cost impact. Upon approtd, the SCN/n! is aupposed to he incorporated into the project hudgct 
and all future project reports?a 

Conccnvic requested the JlPU-Prqic~Is: T~~nd. I 4 9 i s t c . . . a ” d p l . ~ N ~ ~ ~  six! Jt“u3y- !, 2008- ,, ~ . -[Dclctcd 1m2 pc4m 
atid recdrrd my, hut not aU, of the SCN/lNs piior to issuing our report. Bared on OUI review 
of thc Trend Rcgister and SCN/?h’r beheen January 1,2008 and July 25.2009 it would appear that 
the EIyU ,I!yicas- p$- p+$~ p?np!i~d~\vi&-$lj5- - ~ ~ P I z ? P p I  -cor- psh -2- d+$ .a>? . ~ ~ -[Deleted EWr+t 
collsdentioudgmiirttained Trend Kegister w a s  maintained benvem summcr 2008 and at lerrt June 
2009. Howcver, it appcarr that the process for reviewing and approving trcndr \ws not 
appropriately Lnplcmented at PSL. irlany of the smu trends were identitied cacli montl, witbout 
resolution or incorpmtion into the hudgct. As an eratuple, in ncarlg every month hhvecn August 
2008 and J u m  2009 a trend \was noted with q w d  to the RPC budget. ”here trcndr mgcd 
bmccn $10 million and $140 million. Thc EPC budget was only iocrcatcd by $20 million during 
tl& pcriod. For PM,  i t  would appcor that the trend register \ w s  not as conscicnrioualy maintained 
during tl& pcriod and s ~ m c  ofthc trcndr or scope changer were outstanding for sewral months., 

Pii.aIly, tmny potential scope changes oc trends appear to hnrc bcen enpturcd on thc Risk Kcgirtcr, 
\vlidl, p i  discussed helow WIS not synchronimd with the project foecart, rathcr thnr, t lx  Trend 
Register. For eratnplc, the CR discussed in Sccuon nr abnvc, icsultcd in R “High Rkk Alitigation” 
plnn, bot does not appear to 1ni.e been included on tbc trend register. Thus potcntial scope changer 
or trends w r e  not adequately rehcted within tlie farccrrt. Conccnuic also notcd that prior to July 

] 25, ZOW, the-1 failed to identi6 B IOIICCCC of thc funds on the SCN/’\‘s for 
nearly every form. 

EpPI.320 providcs die project inrmtction for cost crtimnting. including the dcvelopiiicnt and 
inclusion of contingcncics and the estimates IO he usd on the SCXVjTh’s described above. This 
instruction war crtablislied in hlarcb 2008 and rcmins in effect today. SpccifmUy, thin Lirtluction 
states that “ c s h n t c s  should include project risks, unccrtnintics, and contingency. Tl>cre should be 
documenred along with the nicthodr for dctcriAling tlie percentage of risk and d>c amount of 
moncy associated with the contingency.” EPPI-320 also iiidicatcr that it is supplemental to thc 
Nuclear Projects Dcpxttucnt Jnruuction - 304 (“NPDI-304”). 

FPL Im deftncd tlic condngcncp as “an atnount added to an cstknatc to nUam for additional costs 
thnt cxpericnce showr will iikcly be rcqulcd. 1% may bc derived cithcr tluougli statistical analysis 
of past project costs, or by applying cspcrience goincd on sinular projects.”” NPDI-304 provides 
addidonal guidance on ~ h c  dcvelopmcnt of condngencies and states: 

I 
7 

4.7.6. As a gcnernl d e ,  co~ccptud ertinmter should hasc R 25-30°h conungcocy. 
L ; r d  1 or prclhinrry estimates shoi~ld have 1525% contingency and h v c l  2 or 
dcfinihve crtimxtcr a 5-10% contingency. Thc exact percentage is dctcnruncd on a 
case by GISE basis. 

n i e  )<i:U P+m’-co>t ++cs.fit~ t h ~ - c r i ~ ~ t ~ a - ~ o ~  ?, .pl,~._F~tu?I..s~~,~t~-i~.Zoo8 3.d y p ~ a ~ t ? ,  . ~  deletad: tad: w v p m i e a  
haw rchicvcd Lvel  1 stMtis by the end of 2009. FPCs practice prior to July 25, 2009 \vas to Inbcl 
thc contingency AI ‘Scope Not Defined”, ot ”Scopc Not Bs&nated.” n ~ i r  line item, altlmugli it 

I 
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referenced thc , W L I  Proiccrs’ risk mauiccs, ~~ .... \vas ~ thcn urcd as a balancing variable to show a flat ~ - -[Deleted: F~rv pmim 

overall forecast wend and w a s  not based upon project risk. As a result, the contingency was 
depletcd month-by-month, thc Xirk Register war ncvcr synchronized with the project forecast and 
the p U _  P!?iecE _”o !~n$=r_ m;?j”m*ed .i) !ey& 4f ,c~&g!g.mc): h;?t ir .co&tF!; ><tit. ~ P ~ , ” ~  ~. - -[ Ddated: wL‘ P N ~ C L  

gnidelincs. lo other words, the EPU senior manngcmcnt vicwd the initial contingency as il static 
"allowance" that was to be used to meet incrcnscs in icopc or cost rather thnn a dynamic valuc 
wvlich reflects the risk rcnlnining in the projcct, including diose identitied br thc Risk Registers. 
This practice wss ackmwlcdgcd in the Icssonr lcarned sections of the July 25, 2009 PSC 
prcsentationr by tlic stateinenti that “...undefined scope depletion not dealt with in a timely 
fnshion ... undefined scopc dlowmce urcd in unbl i s lhg  base contracts 2nd work left tit& for 
emcrgmt itenis or increased scopc . .must uicludc undc6ned scope allowance bmcd on level of 
risWprogrcss on project.” 

EPPI-340 was first initiated hi February 2008 2nd est3bIi&s B process to ensure that eicli 
“idcntificd risk is recorded in a dsk ma&, and c\.aluated for pzobability, conscquence, cost, 
schedule and project impact.” The process set forth wi t lh  EPl’l-340 does not include a clcnr link 
to tIic FTJ~ j+pst>’, f ~ r < ~ ~ s ! r ,  hut >!t!wr it ?? -e~~~~~y~t_io_n_ tm- Eo!,, dc+-+i!,g ~!t! ?!ye! -+ . . - .[Deleted: ~ ~ v p r n i m  
unccrtniwj rcmainiiig in rlie project. Indml, thc July 25,2W9 PSJ- ESC pcesenmtion stater “cucrcnt 
undefined scopc allo\vance is not aligned to the risk inatir.. .looked st tlie pmjcct only froin P high 
Icxd risk.” Because the EPU senior mnnngcmcnt used the contingency BI il balancing m.nridA,lc to  
depict a flit forecast trend, the Kirk Manngcment Program was (ICXCL used in this manncl: At kst ,  
by carly 2009, the risk registers bccene little morc tlmn a rcpsitory f a  project risks and with little 
or no connection to theJ3’U ~ Proiects’ ~ ~... forecast. . ~ ~ ~ ~ ~ ~ ~ . 

\Vith regard to the risk nmnagement proccsr, the EPU’s iliscssinent of its o\yn pcrfoanmcc dilring 
this pedod, IS presented to the ESC onJuly 25,2009, \vas thak 

I 

I 

I 

[ neicted: E I I L T ~ ~ ~ ~ ,  1 

It “undercstimmd the risk and costs nsrociatcd with the fast tnck pcoject:’ 
It “did not BIICS [the] cnpaciy of [the] organization and costs,” 2nd 
“ E d g  \vmdng on cost o v c ~ r u n ~  and undcfiocd scope depletion were not dcnlt wit11 in a 
timely m a n n c ~ ~ ’  

Concenuic concurs \tritIidl thcsc asiesuicnts, and n o m  tlmt many of thcse irruci h a w  been remedied 
througl~ changes in procediim 2nd the organizational smtcture since July 25,2009.’” 

B. 

As p r t  of in  uansition, tbe new El’Ll senior manngcment tcam has undcrtakcn a process to rciire 
many of tlic EPl’Is to address inany of the lcrrons lcarncd that WI‘C identified in  the July 25, 2009 
E X  prcscntationionr. As dcruibed bclows, rlur process has indudcd cxtcnrivc rcvlionr to EPPIs-300 
and 340. 

\Y4th mpcd to EPPJ-3DD. tl& instruction has nadcrgone nt least fonr revisions since July 2009 and 
has hcen updatcd to inclrtdc iiiore d p o u s  ucnd identification, to mare clearly definc the rolcs of 
each pcrsoii involvcdu~ith tlie trend program md to define the timcGamcs for rcvicw 2nd appmvov”1 
of tbcac fornrr. n x s c  revisions includcd a revision to the SCN/TN fonns. n i r  revision dunged 

Posr - Id” . 25Jc4ZJllf amliltion Plox 
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the naiilc of tllc form to csplicitly include fomsst variations. . W ~ l y ,  the SCN/l‘N farm Ling 
isrued by the l’xojcct today dictate the SOUICC of the funds for cach scope change or forecast 
viciance. The options for therc funds include: 1) No change to pmject budget; 2) Contingency; 3) 
Vatiancc to approvcd budget; 4) Odm. 
contingency allowance for scopc changcr. Wdc tlir is not pmlhited by dic currcnt rcvision of 
EPPI-300, Concentric belicws scopc dinnges should be funded thmugh a forecast lariame to 
ctirninatc the use of contingency nr L foxcart bdmcuig vndablc. This is consirtcnt with NPDI-304 

Nonethdcrs, the &l!~-P~oiie~~ ?p”!i?”c?. t?-us_e- the_ . - - -1 Deleted: E P L ~ P W ~ ~ C I  I 

wllich states the EoUming: 

“Conthgencg usually docs not include changes in scope, schedule nr unforeseen 
major events such 21 suikcs, trunmrir, hurricanes or cnrthquaker.” 

Lnrtlg, thc YIC of the trend program is impro&g witli grerter digntnent Letwen the Risk Kcgiatcr 
and the Trcnd K c ~ s t c r .  

The EPU scnior manngemcnt t c a m  docs s t i l l  have opportunitics for improvcxncnt. SpcciticaUy, the 
currciit EPU mmsgement team hnr csplicidy linked the risk registers to the cost estiinatc through 
thc line itcm of %k”, but tlw link bcnwcn the level of risk xemiining in the project and 
contingency or scope not defined has gct to be cswblirbed. The new M U  tnnnngwnent team is 
addressing thii issue throngh the retention of High Rridgc Associates to perform P rid-party 
rc\.iw of thc cost estinates, and to develop (L proh.bilisdcnUg-det~~,,~”~d contingcncy. That work is 
not yct canipletc, and tlic mntingenq contliues to be the balancing vnriable in the EPU cost 
crtitnace as of March 2010. ‘Ilur liis Icd to die contingency being at an unduly low Ind 

c. G - W o n  Mo 0 v itliin FPL 

Concenuic liar coiicludcd that the GPLpL! r+cJ-tEn>. did ,?o~-f$ly :?np!y\<+ i t r ~  ct!d- aL’_ - - .[- 
puhlisbcd prmedurcs for dclerclopiog, esrilmmhg, approving, and t m c b g  revisions to the cost 
estLnatcs and/or budgct prior to July 2009, end has yct to acbicrcu<dcrpmd cai~phncc todq. It 
is clear dint the procc~s reqilired for releasing finds Gam the contingency has not been followd, 
and that dl rwisions to the cost estimates have not bccn tracked through the trend program There 
facts Imve rcsultcd in widcrpread confusion witlrLt tlie organimtion mgardhg \&t the current 
approred budgct and cost forccast is at  any paint in tinic, who Ius to approve changes to that 
budgct or cost forccart, d,ctbcr tlicre is a meaningfvl diffmnce bctwccn thc ternis budgct, cost 
cstitnate and cost forecast (all ofwhich arc used in diffcrent rtandatrl reports), and bow to masure 
and rcport vnriances froin tbc hudget/ei~,,~tc/forccunt. hinny of these Saint points were 
dtnowlcdgcd hy DPU mnnageincnt in the Itssons learned rcctionr of the July 25, 2009 ESC 
pmserr~~tionr. J~Iererc the cmnnxnts were nndc that “Indiridunl IIodiGcntion Budgets and Sitc 
Dqnrunmt bndgcts [ W C ~  not eseblished.. .did not L I S ~  fomd lxocess such as Plant Re\.ic\v Board 
to approve rcopc growth during design proccrs pdm to 01/01/09 ... no formal cost benefit was 
pcrformcd mi dcsign chmgcr.’”’ 

Fi’innUg, due in large p a t  to the cothrion discussed nbovc, our review of the EPU’s standard rcportr 
and prercntntians bas made IIS awnre of aeurrd =ports &at wcce isrucd with incorccct. misleading 
or out-of-datc information. These p~oblunr pcrsirt in 2010 in tlie Monthly Opemting Repor-ts 
(AlOPRs), monthly cnsb flow repom, and PSC presentations. Evcn mom troubling arc rcportr \ye 

w Ibid. 

P a s  20 o f 2 1  .~ ~. . ~ . . . . . ~. . . . . . . . . 
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have rcccived fcom individuals withiin FPL that docuincnts tbcy were rcsponsiblc for preparing were 
chsnged, nftcr the originator had isruul thcm, by somcon~ else in the orgnnization and often with 
no cxplnnation as to why the changer WCIC made. 1'1 other instances, individuals wcrc told to in& 
changer by sonieone clrc within FPL. KJhilc these accounts are vcty difficult to  verify, tbey do  not 
ceptesent a single account or cxaniple, and some carrobrating doculncntation has hccn pmvidcd to 
US. Some of rhcsc actions are attributed to mmigcrs that me no longcr in the EPU organization, 
but thcy demonstrate the need for more dchitive docuucnt control and owmcrrhip pmcedurcs. 

IX. Preliminary Recoinnreridations for Improvemcnrs 

Concentric's investigation into this mnttcr has produced a list of recomnendntions for pcocess 
inipovunents and coircctiw actions. Tl>cse recorlunendations PTC presented below. hlany of thcre 
rcconmicndarions arc intended to unprow the distribution of infol-mrtion within FPL, tlm NCRC 
docket tenin m d  to the PL PSC. In ccrtain of the recommendatiom listed bdow, Cancenuic has 
natcd t lm  diangcs to the g'g- _Pf+ri -s+lt<y, ?OO? I y  I,??! .alre!dy. ?ddr$ss$d J!!S:. . . 
recommendztions. Nonetlieless, \ye bclieve tlic importance of these changes should condnue to he 

. . . , ' strcwd b' tl,eE?! ?r+%!=a!u,. . ~ ~ . . . -. . . . . . . . . . . ~. . . . . . . . . . . ~ . . . , . 

1. Concentric's inwrtigation into this iiiiltrer identified the flow of documentation atid 
infoonnation froni the businrrr units to tlic othci members of tlic docker tcam includhg 
regulatory aff& and other witnesses as iln arm of conccm. Concentric rccoiiinicnds that 
this process he changed in ocdw to provide timel>s and ongoing infomiation withh the 

updatcd information is fully discussed within the NCRC docket teain and prcvcnt future 
concerns related to flow of infomution to the FL PSC. 

Similar to recornmendation one nbovc, PPI, and the Fl, PSC staff slmuld revisit tlte issue of 
inua/inter-cplc documcnt production. Thc ongoing pmduction of a h u t c d  nurnbcr of kcy 
project documents would cnhmc:e the FL PSC rtnfPs ondenteiding of the projects nnd how 
they have developed up to that point. It would also lielp to ensure ndequntc infornmtion is 
distributed to tltc FL PSC on a timcly basis. 

NCRC docket t E R m  tixotghout WI, NCRC review C ~ C I C .  nil U ~ I I  IICIP to C M C ~  that ROY 

2. 
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5. One of the mort significant concerns identified by Conceninc's investigation is the 
ownership and consistent updating ofE.PLT.piecr~~porr~.-O~t~~ 
were inconsistent and did not necessarily reflect the most CurIent or accurate information 
available. FPL and the ,EPU-P~oiccr f5z-m- ih!~+Id .it=bli~h~..dll..p!.m..t"d~~~!~~m=n~oxp~ut~fepol-t_ ~. - 
owners (by report). In addition, FPL and thc ,ET! P;oic~t~t~-~s_hqu!d- _es-t&li$-a&. -. 
implement an explicit report sign off 01 dissent procedure. This procedure could be 
modeled on the current Invoice Rcview/Approd chcc!dirt form. In addition, the report 
sign-off and dissent process should include a link to the ECP or other similar program for 
anonymoudp notifying superiors in die event of a concern with project reporting. 

To the extcnt that a performance indicator relies upon a calculation in oider to produce a 
particular indicator, thc result o f  the underlying calculation should bc reported along with 
the performance indicator (e.g., budget or forecast performance). By providing thc rcsult of 
the undelrlying calculation, a report preparer or reviewer can qnickly identify any discrepancy 
between the performance indicator and the calculation that produced that indicator. 
Concentric's intemiews also noted that individuals w i t h  the ,ET- PLoim_tearyycrc_ -. --(Deleted: EPCproircc 

uncerthln as to what mas represented by each performance indicator. Providing the 
underlying calculation used to develop that performance indicator d hclp clarify the 
purposc of the performance indicator. 

!~tc~O~?th!~~f~pp_s~ ~ ~ - -( Deleted: E P L ' P ~ ~ C C C  1 

6. 

1 

7. 'FPL should consider changing the reporting relationship of the EPU Project Controls 
While the change in reporting from the EPU Project Director to the Vice 

3 President of Pomcr Upratc is a positive development, the reporting relationship of the EPU 
.(( Project Controls Director should include either a solid or dotted line outside of the EPU 
<Projects. This will help prevent any undue influence 011 the Project Controls Director and 

As an alternative, FPL could consider forming a separate Project Controls 

dDi rec to r .  

his staff. 
coaruncnc ~ ~ ~ ~ ~ ~ ~ . . . ~ ~ . ~ ~ ~ ~ ~ ~ ~  similar to the Integrated ..~.. Suppl~ _Chin-_p:";?.~~~tL p i s .  ?ep_a?a!: P+Lt- : ~ - 

%~trols pepngi:e?! pl9uld csttb&h it! p m s e f  ~f d ~ p a ~ & n ~  p_.~=.is~r,~e.p~:.d..-esand_ . - 
instructions which would then be applied consistently across the FPL Group. Concentric - - -  
notes that fumc, large scale projects could benefit from a set of uniform and consistent 
project controls that incorporate bcrt pz~cticcs from across the organization. 

FPL'r axrent approach to establishing the EPLJ's contingency (Scope Not Defined) uses the 
contingency as the bakncing variable to main& the projects mitlun thdr cost cstimstes. 
"his is not consistent with FPL's EPPI-300 or with sound project management practices. 
?he contingency should bc hascd on the level of uncertninty in the project, which is best 
captured through a probabhrtic analysis of the cost estimate. Reductions in the contingency 
should not typically bc uscd to fund scope changes, and the contingency should only be 
released if the uncer&ty associated with the project has declined. Concentric notes that the 
appropiiate level of the contingency is an issue that has been assigned to High Bridgc in its 
curxnt  independent review of the project cost estimate. The,EPU Proiects should establish . - - - (Deleted:  EI'L'pmjrct 

a formal internal pxocess to approve and communicate EPU budge4 forecast or estimate 
changes on a total project basis each month (i..., not annual). This process should be used 
for both scope additions or deletions and changes in the cxpipccted cost of approved project 

8. 

1 

,' Deleted: ?I 1 
' P W  22 of2% ~ ~ ~ ~ ~ ~ ~ ~ ~ ~~ ~ ~ ~ ~~ ~ ~. ~ ~. . . . . . . . , '  
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9. 

10. 

11. 

12. 

13. 

14. 

15. 

scope as a result of mat& or component cost escalation, incrcased manpower 
requirements or other factors. Tnis process should include a report c h c a s t  to  make certain 
all reports are updated consistently once B new budgct, forecast or esdmate L approved. 
Concentic notcs tlxt EPPI-300 has bccn revised twicc since July 2009. If implenientcd 
thoroughly, thesc changes should address tliL recommendation, 

To the rxtcnt condidon repoas arc bdng u&ed to document p o t e n d  budget 01 cost 
esrimatc challenger, the CR closure processes should be revised to prevent rhc closurc of a 
CR prior to the complction of 2 risk mitigation pkn.  In  tbc altcmative, risk mitigation plans 
can be tracked rcpmtdy, but must not bc dosed u n d  each of  the action items listed on the 
lisk mitigation plan are completed. Additionally, the completion of all action items must be 
documented and thorc documents should be preserrcd in a central location for die 
remainder of the 
implemcntcd within the c u r r a t  EPU action item Est. 

Htgh Bridge Associates, or another independent d ~ d  party, should be retained to complcte 
an engmcerhgbased cost esdmate of PTN Unit 4 and both PSL units as soon as possible. 
?his  estimate is nceded to re-basehe the project forecasts and to enhance the c e r h i y  of 
future forecasts. 

~ -I&n:&c _?sty- -+at- +is- ~b%e- p a p  -ah:!df be- 

FPL should continue to mainralli E<! -<mitt- gta[&ng-as- a !I& p ~ i o ~ t y ,  _ .~~sUfficie_?r~.  -{Deleted: EPL'~*CCC 

number of staff members are required to  maintain adequate project control, including t he  
updating and production of project 1-eports. Throughout our investigation it was noted to 
Concentdc that nxny within the orgmrzation were ovcwhelmed with t b e  amount of work 
that must bc accomplishcd given the "fast-tracked" sta tus  of the project. A%t times, tlis nuy 
have contributed to the inconsistency ox inaccuracy of ceaain project reports. 

1 
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in this investigation, o h t l n  management's rcsponrc to thorc hdings  and discuss u.ays in 
which processes or procedures could bc improved to prevent similar project challenges. 

/ Concentric mould antidpate that the current \rice President of Power Uprate, t he  
S? Implementation Owner - South, the Projcct Controls Director, each Site DLector and the 
3 Site Project Controls Supcivlror would he invited to attend this meeting. 
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. .  FPL Invccsugmcn 

I. Introduction (1-1.5 pp) 

O n  February 19, 201 
I Inc r F P L  Group”) 
Cnnploycc within the 

Conccntzic Enncrer Advisors. Inc Woncentric’? \vas orovided an electronic COPT of this letter hr I, . .  .. 
FPL’r Lcgd and Repulntor). Aftzirs departments on M a d  10, 2010‘. Follo~ving initid discussions 
behvecll Conccnuic 2nd EPL, Concent& WRS rctaincd by WI.% Leg31 Dcpartmcnt on A,Iarch 15, 

S Concentric’s investigation of the ~Ucgationr &ed in the ttcr cuplicitly orcluded mattes 
9 rclatcd to the perforniancc review of the author of th m ctter and all o t lw  liumnn rcsourcc 

related matters including tb& perfonllance of rpcciGc individuals within FPL. Concentric 
understmdr that these matters are bcing and will continuc to be ltaodlcd intcrnallp by FPL’s Inuimn 
Rcsoiircen dqmtmcnt. 

Thc reniaindcr of our rcport is organized into eight sections. Section I1 presents a sur~un*cg of 
Conccntric’s work an wllich w a s  used to rcvicw this matter. Section I11 ineludcs a sunmnry 

Letter including reference to an interliaeatcd copy of dic-letter. 
letter and occurring bchveen 

Januaiy 2008 nnd hlarcli 2010. Section V revinvs Concui& I m mgr related to FPL’s dccision to 
pcocecd with die Extended Powcr Upmtc Pxojcjectr nt the Company’s Saint Lude (“PSL”) and 
Turkcp Point (“PIN”) Nudmr Powcr plants (“U Projects”). As dircurrcd further in t h i s  section, 

 florid^ duc to the SWC rpyyp Letter m d  Concentric’s 
Concentric has focused its attention in this matkr an thc nuclear 

I e y l ~ t o r y  mucture. Scction VI rcriews tlic hiplicitions of thc 
inwstigition on thc Nuclear Cost Recovcry Clause dockets in 20ffl 8c 2010’. A rwicw of 
Concentric’s Grtdings relatcd to die flow information from FPL to thc Florida Public Senice 
Conunisrion (“PL PSC”) and its staff (‘TL PSC Staff’) can be round in Section P I I .  Shdarly, a 
rcviuv of thc flow information within FPL can he found in Section \‘Ill. F i d y ,  a re~iew of 
Cooccntric’r findings niid spcciGc rccommcndations can be found in Scction IS. 

rn 10 rcsponse to tbc dh 1) Section 111 presents a chronology of went6 related to the 

ir. Concentric work PIW (2 pp) 
A. Soumes of inforination 

FPL 1531GJ 
NCR-IO 
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Concentric’s investigation i n  to this matter rclicd npon nvo critical psthwtys for information. First 
Conccnuie rvbmittcd a number of rcqueats documentation to FPL, in ocdcr to dccpcn our 
howledge of tlx nllcgationr ret forth in the iih Letter and to indepcndcntly contkm dctailr 
provided to U?L in mtcmem dcrc&d belour A log of Concentric’s document request can bc 

found in Exhibi d h  

Lctter, our pciar intcwicws, and Conccntric’simdersta“d”,g of thc EPU nnd Nuclcar P mjccts 

Concentric also requcstcd and cauductcd 13 scparnte intcn4cwvs. Eight of Conctntcic’s intcnkws 
were conducted in person at the offices of FPL or at an off-ritc location depending on die Iontian 
of the inten.ieuce. AU of  
Conccntric’s interviews occurrcd hchveen the weeks of Bfarch 15* 2nd A p d  12*. Concentric 

T h e  rcnmining live intcwiicws werc conducted via teleplmnc 

2 sclcctcd apcciftc individuals to be intcnkw h s e d  i p n  the allegations cantdncd with die 

organizations. 

Prior to beginning crch intemieww, Concentric rcvimvcd thc FPL Code of Business Conduct and 
Ethics (the “Code”) with cad, interviewe. Xis revicw iticludcd n rpcciGc discussion of cach 
emplqee’s “responsibility to report any actual 01 sispectcd violation of 2 l a w  or regulation, any 
actual or surpectcd Gmd, and any other violation or suspect violation of this Code.”’ Sindarly, 
Concentric rcitcrnted tlic Compsny’r non-rctahtion comruiunent outlined in tlie Code‘. At the 
conclusion o l  each intcwiw, thc intemiiewes were giveti an oppominity to rei.ieur nay additional 
MI1CCIIIS. 

n i c  infoornmtion Concentric relied upnn in this investigation was supplemented by Conccntric’s 
existing I;nowwledgc of thc EIJU Projects organization. This howwledgc was gaincd through three 
ycarr of revicrving the project inanagemerit pmccsscr of die EPU Projects for PPJ. nr part o f  dle 
n n n d  NUCIW Copt nccovcT C ~ S C  flings. 

R. Indcpcndcncc 
3 Thtoughout Conccntl-ic’s investigation into the allcgationr contained within tlie Lcttcc, 

Concede mintztincd inde Gam FPL’s Ixgd rnd Regulrtoty Affairs dcpnmlrcnts. Our 
ncr and the allcgations containcd thcrcin in our own, and not 

tlic rcsult of spcciftc directions * on, FPL, its crnployces or contractors. To this end, FPL did mot 
y approad> to investigating th 

plnce any constraints on Concenttic’s access to information or current or formcr c~nploycer. Lastly, 
Concentric was not constrained by budgct or rcliedulc crpcctations on the part of FPL. 

Concentric received the full support and cooperation of FPL’ tocs and certain 
(forner emnplayceer. Concentric would like to specificnlly thank mm@ and her staff for 

their nsristaancc in locnting documents, and scheduling intavicws with FPL‘s employees and 
CO”trRCt0IS. 

Finally, Concenuic’s finding. in  this tnatter nre bared upon our rcricw of ndgiml SOUTCCS- 

Concentric did not rdy solely upon stitcmmts by FPL eniployccs or contractors. Instead, 
6 Concentric rcviewcd and vcriGcd assertions made in t h e m L t t c r  and Concentric’s intmicws 

’ PloridaPawci & Light Company, Code orRurincrr Conduct and Ethier, Most recently revised Octobcr 16.2009, 
Pg. 2. 
‘ lbidnt2 
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with contcnyonneous daciunenu produced by tlx EPU Project tcam. The documents reviewed or 
reliedupon ai part of this invcstigatian arc presentcd in Eshibi- 

FPL 15.3166 
MCILIO 

I 

2 
3 

Letter and OUT interviews, idcntificd 5 key Concentric’s review of the allcgauonr niscd in the 
questions which must bc anrwcrcd by our review The oiUnost amongst there questions rdntcs to 
wvl,ctltcr PPL h r  continuoush. rmdc the corcect decision to nroceed with the EPU Proicctr in Liebt 

7.  
C. Key qucrtions 

I 

of thc hert infornution avdable at tlm time decision \vas mndc. Sccondly, Concentric notcd a nccd 
to determine if my costs iycre incurred that should not be parsed on to DPL’r custonx~s on the 
grounds of imprudciit decision making. Thiidly, Concentric notcd B need to determine if the 
inforinntion provided to the IiL I’SC and intcn.encrs in cach of the NCKC dockets \MI accurate, 
consistent, timely and reliable. If not, Concentric notcd n nced to detearlinc wlut aUowcd this to 
occw and d i y .  Sinddp, Concentric notcd nccd to dctcrmine if the infoortantion flowing from the 
PPU Projects to FPL’s crccutivc management vas accurate, unuly, consistent and rcliablc, nnd if 
not, what allowed this to occur and \dip. Finally, Conccntric notcd that if any of the nborc 
questions WCIC proven accurate, a need existed to determine which polices, prcKerses, and 
proccdiuer nccd to be addressed as a result of diesc findings. This rcviewinduded any pcrfonnance 
issues. 

obremtions have been Litcdincatcd into tlx lcttcr so 8s to providc P rcrponsc to cadi allcgation 
lettcc. In aaition, each obren%ion contains a citation to this rcport in 

order to providt amadmap’ to a reriewet a l  th-tter nnd Concmuic’s report. 
4 raircd ukhin the 

6 As can bc seen in Exhibit SS, P nutnbci of thc aUcgntions mired in th ttcr \\err born out 

7 confmis -tetcmcnt‘s related to tlic tinling of tlie initial acoping rnidics by Shnw znd tlie 
rcpcatcd cliangci in rbe overall project scopc. However, Concentric believes thc shifting scopiog OF 
the EPU Pzojtcts to be the pccdictablc rcrult of evolving design ceraintp which is iiilteccnt in any 
coniplex project. 

Along these samc lines, Concentdc I u s  xeviewed certain reports rclicd upon by 

by Concentric’s rcvkw of these mtters. Spccifuallp, Concentric 

support his nssertion that as of Novcmbcr 2009, thc EI’U Ptojccn werc continuing 
pccfo~~mnce relative to t h  odginil hiag 2008 crtimrter. T I K S ~  rep~rt~, tilt FIU  TO^ 

Plov report and the PSL Annual Pxooject Cnsh Flow Rcpart, clearly iUurtmte 

updated cost forecnst and tlicse reports were corrected on a going fonwrd hmis after 
assumption. Noiietlrclcrs. Concentric did not thnt tlic Novunbcr ESC presentations 

Dcccmbcr 2009. 
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Projects to Rcclitcl. At this h e ,  the PSI. Project Tcnm w a s  told to continue refining tlicir forccart 
until Pebrunry 2009 wvlien it WAS reviewed ngain by thc EI’U senior mnnagenlcnt. A s  noted below, 
this prelitllinq forecart in Fcbmary 2009 WAS within approxinmely $10 i d o n  of the forccnsr 
dtinmteh oroxsided to FPJlr mnnawncnt in llllv 20G9. , . ~~ 

~~ 

\ O v d l ,  Concentric has found 
;I tinding includes Concentric’s in 
9 tliis k t e r  on a “on-anonyntou 

lettcr. nlrt is to ”a). 

as~esstnent in 2 W  and his deteriorating idationship uith lur 

ntric’s conclusion that 
ncgntive pdoC”1ance 

to his relationship with his curmiit and pccviour oupcn.isors. T 
6thc motivation for writing this letter comcs primarily from 

Noreor.er, Concentric bclierrr to he capable project controls employce with n strong 

lcttcr 2nd as wvcllns prior project controls ernployment 3s a contractor nt FIX’S PTN 
history includes the prwiour positions noted in 

site as wcll RS otbcr nodcar f d i t i e s  in the US. 

/(1 Conccntric tinds it important to note that following our interview with 
/ I  2010- notified Concentric and FPL of ii potential ret&tion 

n March 17, 

(22010. S p c c i t i c a l l y , ~ n o t e d “ t h a t  1 nin thc next target for clitnination from [nnmewid~hcld 
foor cod~dentinlir).] orgmizntion. Hc told me in primre that hc doer not intend being Grcd as his 
predcccrrors for poor perfoormmnce nnd hc mill not Ict a few ‘r id‘ peoplc affect Irk management 
effecti\rcncrs.” A cops)? of illis cind is atrachcd as E r l i l i b i r h  Upon rccci t of tllis cmail, 

19 Concentric reported the cniail to WL’s legal deparuneor and s~cifrcallp p It is 
Coeccntric’s understanding this tnattcc is being addressed ha), PPL haman resources dcparuncnt. 

11’. 

,\ hU chronology of t h  RPU Projutr is prcermtcd in Exlibit XK. A sumtnary of the chronology, 
including the major ewnts ceI.elCvmt to Concentric’s rcvicw are highligl,ted below. Tlur chronology 
\vas used to pin h U c r  underatnnd of the ongoing dynmlics of thc EPU Projccts and the precise 
timing of cccrain EPU-relntcd activities. 1% chronology should not be view PI a comprehensive 
history of the EPU Projects. 

C b r o n o l o ~  of Evcntr (3 pp plus exhibit) 

FZOIII our intcnicws, Concentric undcntands, AS origindy proposed. the EPU Projects wen: 
expected to conic online port-2012, hut w m  advanced following the FL I’SC’s rcjection of the 
Glades Power Park DctcrnCnrtion of Meed in 2007. The EPU Projects began in 2007, at wliich 
time FI’L usdcrtook an initial scoping or fecasibilir). to dctcnninc n rough order of mognitudc 
(WOW) cost estimate bnrcd ripon a prelininuinnry asxssnient  of the components ~vl~clch would 
require rcplacaucnt to opcrnte at the upnted conrlitionr. In the wintcr of 2007 and 2008, FPL 
retained Shaw to review FPCs initial scoping study atid confvin or reject tlte rcruln of t l ir  nnalysis. 
Concmtric undcrstnndr fmm OUI intcmicws tlwt tlicsc studies gcncrdly did conhm the FPL 
scoping analysis, but some discrepancies rclatcd to dtc replncemcnt or refuurhislmcnt of certniii 
components did czirtr at Turkey Point. At this time cost forccnst included a contingency rllscntion 
of approriimtcly 45%. 
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Soon niter the coniplction of the Shiw .coping shldirr in Febnnv 2008, the PSL EPU project team 
idcntifed thc potential to cvceed the o<iginnl K'L & Shaw scopitig csdmatcs. At this lime, PSL 
initintcd Condition Report 2008-11443 which stated '%PU Project Fcasibiliy Shidy may not have 
captured the full spectrum of tnodifications neccsmy," for the upraa. In respmsc to tlis Clt, die 
EPU Project Team developed a high risk mitigation plan wlich was attached to the condition 
rcport. The High Risk Alitigntion Plan indrided corrective nctionr wvI<cb w c x  required to be 

and submission ofa rc\.ircd cost estiimte 

requested n copy of tl,s ~evised cost estimate proscribed in the High Risk &litigation Plant, but \v3s 

told that rllis dacwncnt could not bc located, nor could it e?iirtencc be conGincd 

L t e r  "I 2008, the PSJ, Project Chtrolr team again identified the potential to escecd the original 
forecast following the ezccridon of the HI'C agreement with Hechtcl. A preliminary, revised foorecnst 
was pcparcd and proiridcd to the EPU Projcct A,hnagcrs at this time. The EPU Projcct hlnnagcrs, 
I ~ o ~ ~ ~ c v ~ c ,  requested die PSL Project Control* group hmber r c h c  and devclop tlic reviscd faxcast. 

who was appointed die 
EPU Project Controls Alsnngcr as ofJnnmr). 2009, and the PSL Project Team. At tlus tunc the 
BPU Sc&r hbnsnemcnt was prcsentcd wid? il forccnst of appro&nstcl) 5785 h N  for PSL or 

A rccond mcctiiig to regarding tliir forecast occurred in mcethg was nncndcd 
3 by tlx EPU Project hfan~gcmcnt Tcnni reportedly including 

~ I .. 
.~pmxitnatcly SI0 million hlow what was ulthatcly presented to the ESC in July 

to Concentric thnt the EPU Pmject hlwngcnrcnt, more rpecifrcally thc 
rerpondcdwitli I\ numhec of questions related to the bnris for thc revised 

uonal rehnc1ncnt. 

revised fmccarr and began to report its perfmtnancc relarive to tlar fomcnit Iiowcrer, the PlN 
to revise ilic iniiiil and any htute 6 Project Tnm was rcquestcd by d x  

3' Email 0-10- in regards to Rcrixd Forceart, dnbd Mnrcli 26,2009 
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1 EL And, as drmonrtratcd by FPL witncrr the upntc project contimes to be cost effective 
d e n  compared to the addition of other genera a on altcrnatlvcs.” ” 
At thc end of Ala). 2009, tbc EPU Project hlanngcmcnt Team reported to the cuecuri\.c stecdng 
committee (“ESC”) that the Beclitel EPC ertiinates had incceascd to a lcml in EXCESS of Aeditd’s 
indicative bid. ’llis increase repoacd to he die result of high dun cxpcctcd pmjections of field non- 
manual stid innnual labor hours. Similarly, the torrent EPU estimates wcrc reported to include 
redundant project managcment and oiwsiglit costs \r.hich could bc eliminated to reduce the EPC 
vcndor’r forecast. Finally, it WI’RP rcporrcd that he EPU scope had grown to be larger than the 
indicsuvc bid prcsmted in hTovcnLxc 2008. Thc EPU Projcct Alnnagcment Team also noted that 
the current crtimstes w r c  based on preliminq design information, and that the project \I*S in the 
process of rclfning ncw “level 1” ertimntes. A target completion date ofJunc 30,2009 for thc new 
“lcvcl1” cstimntcs presented to the ESC. 

Following thc Alas 2009 ESC presentation, the EPU Project Tcmn undertook an EPU AlodiGcadon 
Scapc Rcviicw for both PTN and I’SL. The results of these rcxinvs were presented to =on 
June 16, 2009 rnd reconmended tltc elinination of P siihrtantial scope of motlificrtions nr either 
uiuelatcd to tlic EPUs or not necessary to opemte io an uprntcd condition! 

The subsequent ESC prcscotation was hdd on June 23, 2009. In diis presentation, rhc EPU senior 
mansgemcnt tcam notes that the EPU Projects R ~ C  cornplcting”lcr~cl 2” estimates and ceitemtes the 
conc‘ems related to the EPC rrthxer  since Beclitel’s indicative bid in November 2008. Rased upon 
out inten*iewr, it is OLU nndcrrtvnding that this pxscmtion was rchtirdy short and precipitated the 
more detailed cost review in July. 

During the intervening period between the June and July 2009 ESC presentations, the EPU Projcct 
Team erpcndcd considctnhlc effort to produce a dctailed, “linc-byline” cost rwiew for both the 
PSL 2nd FIN projcct. A decision to replace the EPU scNor inanngemcnt tcam was also rnadc at 

e x c a t i w  tenin rectuitcd lure nciv members for the E1’U ro‘cct tenin this tinu. A s  I) 
‘2 includin a new 
9 4 I ’ h c s ~ ~ k J L  between the end ofJune 

and the 

2009 and J d y  23,2009. 

At thc July 23, 2009 ESC prcsenmtion, the new EPU senior management team \vcrc introduced and 
the ESC was briefed in demil on the revised m r t  forecast. At this t h e ,  the forecast for PIX was 
zeviscd upward by appraxiaatel~ FIG1 million from 5749 million to 5910 nlillion. Shdady, the PSL 
forecast WIS revised upward by approximately $140 million from $656 million to 5796 ruillion. Tlie 
slides which pmcnted this infornmtioo to the PSC noted that the “current hudgct” \ vs  incrcnred to 
the ’current farecart”. SLnulmneourll; tlrc ESC was advised that tlic current 2009 NCRC feasibilkj 
analysis indudcd the original May 2008 cost forecast, and revircd fccnsibiliry scenador were presented 
based upon the current forecast IS ofJuly 25.2009. 

N o  ESC nxeting WAS held in August. Nonetheless, both EPU projects did produce a montly cash 
flow report. In the case of P M  the Total Project Cash F h v  report was not updated to rcflect the 
rcvircd forecast prcscnted to csccurive inanagcment on July 25, 2009. In conuart, the PSL A n n d  

LiPL 153169 
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Project Cash Flow report W A S  reviewed and the total pr-ojcct cost sunimrq reported on [Ius report 
was clmnged to “under rcvicw“. 

3Thc following dag on September 9, 2009, and wlvlljlc the-ook tlic stand to 
present tcbuttal tcstimon)., the ESC wds presented v i t h  a ncwlp rtviscd forecast that further 
Licrearcd the cost thc EPU Projects by fippm.Gnrtcly $1DJ foz both sitcs. This prcscnntion 
further stated that the approximatclg 30% of the total project costs have “lugli cerlahry”. 

The Octobcr 2009 ESC prercnration occurred on October 22”’ during dlis mecting, the I S C  wms 
ndvised that thc curretit foccmt for tlic projcct is  unchmgd, bur the contingenc)~ had decreased by 
appprosinatelp $12 million. In addition, thc AFUDC estimate WI &creased to npprosimatcly by 
approrimatcly 5 I50 million to $200 nrilliot~ A footrmte in tlic presentation indicalcs the APUDC 
w a s  reduced to reflcct WL‘s pro-rats sham of I’SL Unit 2. Concentric notes that die reminder of 
tlrc values shmw in  this prcrentation arc depicted as tlie full COS[ of the EPU Pmjccts regardless of 
0,vnersbip. 

Also in October, PSL produced LWO Annual Project Cash Flow Ihports with different hudgct 
performance indicators and diffmcnt tot4 project summrics. The first of dmc reports is drtcd 
Octobcr I, 2009. This report includes B red pcrfornlance indicator and tlic total projcct cost 
S U I I I I I I P ~ ~  is listed BI “under rcvicw”. The budget 
pcrforrimncc indicator in this report is lirtcd as ycllom nnd tlic total project COIL summary is clclogcd 
to $651 million. N o  one n d t  whom Conccnwic spokc could explain the diffcrcncc or tllc reason 

The second r c p s  is dnted October 2009. 

for the two reports. 

T’. 

In detcmlining rvlrcthcr EPU I*zoject costs wcre prudently incurred tlx IT. I’SC will bc canccrned 
with hvo itcnrs. First, is whetlier tlx dccirioo to proceed with the project is prudent hscd on the 
crpcctcd economic and other beneGts to curtomcn? That qucstion is described in this section. 
Sccond, die FL PSC dl bc concerned with \dietlier the projcct pmdmtly or impmdcntlp incrmed 
costs. That h to sa): me the costs for ud,ich PPL is seeking rccovcry in this docket the result of 
prudcnt OK ituprudcnt decisions by FPL’r and tlic EPU Projects' maoagcioent. This qucsrion is 
Iddresred in Scction T’f bdow. 

Q1: Decision to Proceed (1.5 to 2pp) 
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The initial decision to pmcecd with the EPU Projects mas made in 2008 on the basis of WL’r and 
S h d s  prclirnitiacy rcoping analysis which projected, st a high Icrd, wluch plant components would 
require zcplaccmmt or modiGcation to support the inuesocd output of thc plants. As was 
necessirily the rasc, this work was completed absent any dctailcd design work Thc information 
prcrcntcd in thu study w s  urcd a6 one component of a fcaribilir). analysis which compared FPL’s 
portfolio of generating resources with and without the EPU l’mjwts. To the a t cn t  the rcsourrc 
portfolio that included the EPU Projects projected to bc cheaper to operate than thc gcncrating 
portfolio ahrent thc EPU Projcctr, it  uws dcemcd thc EPU Projects w e e  in the bcrt interest of FPL 
and its msmmcrs, ’flnu thc qucstion becomes would "perfect" mporting of tlx redred cost 
cstimnter hnve inklucnccd FPL’s executive managemcot’r decision to pmcccd with the EPU Projects 
in 2008 or agdin in 2009) 

It would not he appropdatc to ass~imc FPL’s csccutive manngcinent should lmve bccomc aware of 
the rwiscd cost cstinmtc in Octobcr 2C€18. The crumatc that war pmpaced at this time V-LI reportcd 
to bc prcliminaq in nature and warmntcd rdditiond review by the EPU projcct tcttn. Noncthcless, 
the EPU scnior mmngement could I ~ T  taken this oppor’unity to notify FPL’r executive 
tiianagcmcnt of die potcntinl to reyi-rc the foxcast in 2009. \’Ltually all of the intrwiiewcs agrccd 
with tlis conclusion. 

It is Concenuic’s conclusion that “at-best”, amarcness of a rcvircd forecast could h a w  bccri 
improved by six nionths. Conccntdc believes the s h  month time fnme is nppropriate given the 
Febmary 2009 meeting bcwccn the EPU senior nmngm.cnt nnd the PSL project tcaiii- As noted 
abovc, this mccting this nrccting followcd an initial reviav of tlu PSL cost cstiunte in Octobcr 2008 
nnd prcsentcd a retired cost estimate t h n t  wils within $10 million ar lcss thm 2 percent of the cost 
estimate that was provided to FPL’s esccuti\.e managcment on July 25,2009’. 

Following a conclusion IS to when P I W C C ~ ~ S S  of tlic revised cost esdinatc could h i v e  iniproved, 
Concentric evaluated whcther this likely to impact WL*s decision to procccd ~ 4 t h  the EPU 

to thc cost 
cstimrtc, FPL also learned that additional output may Lc produced by the EPU Projccb. I . 
Management's decision to proceed with the EPIJ Projccrs war bared on an Cconomic faribiliq 
analysis which ielics upon the cost estimatc as wcll as thc cxpcctcd incrctnental output of the 
fnncilitics, and the coilvllcrcinl opcrntionr date of the EI’U Projects amongst otlicr items. ’l’lus, 
advanced ~~vmcness of thc inclrascd cost estimate would not h a w  hnpactcd thc projected 
incrcincntrl output or the projectcd conunercial opcrntionr date of tlic EPU I’xojccts. ‘Thus, due to 
increase in the project output of the EPU Projects, the economic feasibility mdy’ >IS ,WE not 
suhsrmtizlly inpprctcd by the rcvired cost ertimntc. Indeed t h e  July 25,2009 ESC prcrentaiion for 
PSL indicates the EPU Projects continued to bc ~cononlic ilt thc higher cost estimate prcscntcd 
during tlint mccting.’ 

Prajccts. In this regard, it is important to notc that &.ntcmporancous \vi& the re\’ 1510” . 

VI. (22: NCRC l’nss Through of Expspcndihwucr (I to I .5 pp) 



CONFIDENTL4L 

CONFIDENTIAL 

Lctter has illustrated the distinction between the cost csdmadon 
procws and the inamace * o specific costs. The formcr is the projection of & m e  costs without 
the actual eppcndituc of company OI customer dolkrs. The later is morc critical to the PSC‘s 
review and involvcd the actual crpendituc of company and customer dollus or the convlliimcnt to 
d o  so st a lam date. 

t t a  raises concms with regards to  the cost c s h t c  process 
4th the EPU Projects Am specifically the rcpozting of t l m a t r  or rcvkions to  cost csdmater 
to FPL’r executive m a n a g a u n t  and thc FL PSC. As a result Concentric has not found indications 
of costs that wczc the result of Mpmdcnt decisions or actions on the part of FPL’s m a g c m c n t  
Fuahcr this conclusion w a s  reinforced by .i.t@ intervicurec with whom Concenuic spoke. 
Indccd, Concentlic explicitly asked t h i s  qucstibn of every interaiewce and the rcsponrc mas 
unaninlously “no”. 

I conccnt ic  review of th 

LConcentic’s rcoiem of th 

FPL 153172 
NCR-10 

Page 9 of 14 



CONFIDENTIAL 

CONFIDENTIAL 

FPL 153173 
NCR-IO 

A. PII .  

13. , ,  
The Flow of Infomiition to the FPSC and Other NCRC Partics 

A. 'l'he chronology of events presented in Section IV of this report led Conccorric to 
focus on the 2009 NCRC ptoccedzngs (WSC Docket No. 090009-El) in ordcr to RSSCSS 

wlicthcr thc information presented by FPL in thorc proceedin@ relating to the EPU cost 
crtlnrter, schedule, and cost-cffeectivmcrr was consistcnt with the sbnddtrdr cspccttd for 
tes&nolony before, a d  suhiiiissions madc, to a rcgulatq agcncy. 

B. There  ere three sepamte S C ~ S  of acti\ritics in the 2009 NCRC promdings in which 
informdon nbout the status of the DPU was prwntcd. Tlmc rets of activities are thc 1) 
pcc-fdi~lg of testimony, bad, direct sed rebuttal, 2) production of docununtr nnd answering 
of intercopto& in the discover). processes, nnd 3) res&nony at  the hearings. In the 2009 
NCRC pmccedings, pre-fied testimony on these tnntters was rubmittcd on Ala). 1, 2009 
(dicect) m d  August IO, 2009 (rchttd); documents were pmvidcd 2nd intcrmgstoricr w r c  
msponded to from January, 2009 dwough the hearing hi; thc hrarbg son these Lsucr \WIG 

held on Septcnihcr 8,2009. Since an important element of tl"s invertigMbn has been ahout 
thc tiimelincss of internal nnd erternnl Liformntion flow, we have chorcn to cxmiiiic WL's 
actions in thc thrcc sepamtc timc frames discurrcd nbovc. 

C. Pre-fid Tcsti llronp 

FPL prcsented four \vitnesscr in the 2OG9 NCKC proccedings on krues dating to thc EPU. 

I 1. 

z 2. 

3. h k  John J. Kccd, Chairman and CEO of Concentric, and 

'3 4. 

The irstics rvitliin the x o p c  of this invcrtigntion, i.c., the projected cost to completion. 
L-f schcdule and cost-effectiveness of thc EPUr, vere presented in 
5 tertinroq, and sponsorcd by Iim. and that information was used in 

cffcctiveiiess analyses. Ah. Reed's testimony relatcd to nuclenr 
policies and pr.*cliccr, and on the pnidencc of ET'L's costs. Hc oitcrered no errinme of tlu 

costs to coinplction o r  opinioiis on the cost cffectivenerr of the EPUr. = 
estitnonr rclnted to the accounting for FPL's incurred costs nod thc 20011-2010 
costs. 

r c v k v  has focused on thc 
Six did not offer any estiimtc of the plajccted costs to cotnplplction or 

g'tcrtimony of 

q - prc-filed Direct Testimoy comains thc following statements 

and, to a lesser fixtent 

'The EPU p:nj?df mz pmjm~~i,g on dxdult and r</hi,i In&, lo  ddhw 1/11 r,ilxImilid bt:rq;lI a/ 
d&lioi id ,rr~~ltmgtr~azliig mp& lo mIo,worpw,v FPrr ~ s ; h g  SI. Lmie  (PSL) mih 1 6- 2 mid 
lhkee~ Pain'/ (PIA) Unilr 3 & 4 , ~ : ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ p f ~ , : l s . "  ( P q 2  2) 
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tlw costs of rlrcproject. 

As of May 1, 2009 (the date the pretilcd testimony quoted abosc was filed), the following 
w m t s  lmd transplcd: 

A Condition Rcpmt dated 4/3/00 raised concerns about the 
7 EPU cost estinmtc that war used in Docket 080009-El and thr 

use in Aha);  2009 
ontinued to 

On Novetnbcr 7, 2008. Bcchtcl informed FPL that its estimate of costs for the FIN EPUs 
hid risen by $37 illillion; this highcr \due is used in the Bcchtel contract 

In emiy December, 2008 Ihc EPU’s Project Controls Group identified that thn Ala): 2008 
cost ernmate \\*as likely to be too low given the Bcchtel convact and cost 

A Condition Report datcd 12/10/08 condudcr that thc xerolution of the 4/3/08 Condition 
Rcport war “missed opportunity~ nnd that die cost criinrating should ham had R Change 
hlanagmirnt Ixogmm crtablirhcd 

On Pcbroaq 17, 2009,- was yresentcd with an analysis prepared by Project 
Controls nnd tlic PSJ. site that tb& cn~rent <oft crtjliiate for PSL if SI29 million above the 
Nny, 2008 csdtllnte 

By hIvcli 26,2009 the PTS sitc team had also condudcd that the cost estimate should bc 
mired significantly rborc tlic May, 2008 cstumtc; B decision is madc to not use the higlicr 
cart estin1ate 

y 

parucipated in developing a prcscntatioti in late Apd/cady hlay 2009 
e SC tbst mhilc Bcd,tel liar estimated hiebcr costs. hir cost ertiinates Tor PSL m onium “~ ~ ~~ - 

and lTN x c  unchanged from thc May, 2008 cstimnter; the l’rojccts’ cost status is shown as 
"‘green." 

FPL 153174 
KClLlO 
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As S h M n  by this chronology, the EPU‘s cost estimates \vccc dcatly in a state of rapid flux 
by N a g  1,2009. W d c  thcre w a s  rnountin evidence to indicate tlut an upward icvision to 
the cost crtinmte would he needed, orted to tlic ESC that an 
incrcasc w i s  nefdcd. On thc con[- reported to the ESC w s  
consistent with what lis Direct Testimony rcports. \vhic it ir inhcrcntly il mattcr of 

W in statcments to xcgulatoi). agencies, 
lay 1.2009 Dircct’rcrtinronywai outside 

judgment as to what constimte 
3 Concent& docs not believe that 

the bounds ofacccptablc 

D. M t  on. h o o n s e r  and I’mductl ‘on ofDocui& 

Concentric ques ted ,  rcceircd and reviewed all of the productions of dacuincnrs and 
interrogntocy responses suhinittcd hy FPL in Docket 09WO9-EI permining to die EPU 
budgcr, aclicdulc and cost effectiveness. Our review Ird us to follow up OD only one 
interrogrtor). rerponie, subnutted in response to Staffs Fifth Set, No. 53, for hutl~cr 
andyysis. This interrogatoq response, which is ntaclicd 2s Exhibit XX, sought a listing of 
each nnalysis that FPL \vas offeering to satisfy tlic requirenients of Section 366.93(5) F.S., 
wlkh rcqutied RII annunl comparison of the budgeted and a c t d  costs as compared to the 
esthntcd in sccvicc cost of nuclear projects. The response, which WAS submitted on August 
17, 2W9, refers to Schedule ‘KJR-7, d u c b  had been submitted on hhay 1, 2009, arrd 
describrr that it is a “snsprhot” of R continuous process. 

Bcnvccn Ala7 1, 2009 and August 17, 2009, major chnnges lind been made to the cost 
estimates for die EI’U projccts. On May 31,2009, die PIN EPU budgct indicator had been 
clianged lo red, indicnung il serious prohlem meeting the existing budget. OnJune 3,2009, 
Bcchtel submitted a ‘T50” (inem value) cost estimate for PIN that was $108 inillion above 
the Ahy,  2008 erhuatc. OnJunc 23,2009, 7 the FAC of the Bcchtcl 
estimate. and tlic E X  instrvctcd him to prcpxre n ‘‘ ‘nt-by-line” updated cost estimate for 

>e next ESC meeting. This vpdited crtinntc \vas preprred st 
hy sweral peoplc reportedly working scvm days R wcck for ah a month, and presented to the ESC at an all-day Saturday meeting on July 25, 2009. I 6 weck Icarling up to that niccting, the EPU leadership tcatn was rmmipcd, and 

-vas reassigned to a porition outside of thc EPU, rlthough he actively participxted 
in theJuly 25,2009 prcwntntion. T h a t  presentation established new cost crtinmtes for thc 
EPU projects \vhich vere approninirtcly 21% Iiglm than the Ah),, 2008 estimates. 

Thrcfore, Scl~~duleTO11-7 ,~~l~ch  is referred to but not attnchcd to dic respanre to SMfE 5- 
53, m s  out of date by August 17, 2009. Howcvcr, thc intcrrogatoy only askcd for a fisliq 
of the responsive analyscs, not foc PPL’r cturent or updated ~ n a l y s ~ s .  In addition, the 
respondcnt to the intcrrogrtor)., a Rcgulatoy Affairs staff member, had no hiowledge of the 
ncw EPU cost cstimatcs, nor of any sourcc dab  or documents relating to this issue that \vcrc 
created after May 1, 2009. WL’s approach to coinplying with the Section 3GG.93(5) 
mequiicnxnts t tm IO perform il “simpshot” analysis as of lntc April and to includc that 
information in the Nay I filings. Neither the Reguhtoy AffaLs staff nor the legal staff, nor 
FPL’s other wimcrres, saw any post-Alay 1,2009 I O U ~ C C  dociimcntr unt3 prcpamtionr bc@n 
in Dccanbcr, 2009 for tlic 2010 NCRC proceedings. 
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Concentric viavs the response to Staff 5-53 as bcing accurate, reliable and rcsponrive, even 
though tlic document rcfcrrcd towas out-of-date. The rcspoodcnt answcrcd the question in 
il forthright fashion based on all of the information hiown to her at the time. 

E, ‘ye& nonv at Henflqg 

FPL 15317G 
KCR-IO 

U of die statemcnts in 
6 the prc-lillcd tcstinony, and thc cslihik sponsored by remaincd wthful and 

7 A s  vf  September 8, 2009, -had participated in the dcvelopincnt of highly 
dctmled cost projcctionr for the EPU projects, and had presented these nay estimates to 
dozens of senior FPL and contmcto~ perronncl on July 25, 2009. Xlie ncu, estimates were 
caveated as still being “at the conceptual Ic\.cl” (as wccc the Nay. 2008 estimates) and thc 
comnent was made that tlic full scope war still not ham. Howcvcr, the new valucs xwce 
c l d y  Iahhelcd as the “Current Forecast:’ and the mtcment war clcul)~ made that the 
“Current Budgct” (the May, 2008 values) \vas bcing increnscd to thc “Current Forecaat.“ 
TheJuly 25, 2W9 prercntation oflcrs an extensive paspecti- on  the shortconungs of thc 
May, 2008 ertlmtcr and the lessons that should be learned from this crpericnce. Concentric 
dso notes that the ESC \vas explicitly advised dmt the new cost cstiiiutes were inconsirtcnt 
with thc May, 2008 2nd hlqc, 2009 data that had bern prcrcntcd to the FPSC, and that 
sevcnl new economic feasibility analyses had been performed, which updated thaw which 
hid bcen submitted to die PPSC elmen wcks carlicr. l l ie IICW fcaribilit). analyses 
continued to show flint the projects tcrc bencftcinl to customers, although lcss IO than in 
the May 1, 2009 Gling. 

accurate PS of Septctnbcr 8,2009. 

Page 13 of 14 



CONPIDENTIAL 

FPL 153177 
KCR-IO 

I 
partially complrted cnpnecr.ng and derian inlonnnuon, and thar iltcy were sull suh~cct to 
icvision 5s niw infor&on b&mc avacablc. Howcvcr, that is alw& the case with'* fast- 
trackcd construction program. and continues to bc die ERIC today. Thrsc facts do not 
support tlic continued use of information that um bnsed on even earlier conceptual designs 
and out-of-date manpowcr and material csticnates. '11~ new estinlates were tlic product of 
more than a dozen people working catcndcd hours Cor a month, and had bccn reviewd by 
CVCL). I c d  of management in the EPU organization. nlcy reflected far more knowledge 
about the scope of tlic EPU projects t l m  lind bccn used in the 2007-2008 Sbaw scoping 
analysis. marcrials cost estimates that \WIG based OIL far more recent datn, and manpowcr 
cstinmtcr that reflected tlic revised scopc and loading cstimtcs prcpved hy Rechtcl. Mort 
importantly, theywxc prescnad to the csccutiver of FPL h dmgc of EPU governance as 
tlrc best "line-by-line" ertiinatcs availnble at the time, materially different from thc 2006 

tlic cost ertinlateer, including those that m e  being submitted to t l~c  FPSC in May. 2010. 
crtiuatcs, ani1 h v c  continued to seiw as the rcfcrcnce point for nll subrcqucnt IC\' '1SLO"S ' to 

7Lonccntric has conclud~d that  by the tinie- took the stand, the informtion 
pmrented on Schedule TOR-7. and the tcstinony wlmd to it, was out-of-date. nis 
opinion is supported by the stntements of ncarly rU of the EPU pcojcct pcrsonncl wc 
intervicwcd (othcr than tl~c two individuals that pnrticipated in tlic decision to not u p d m  
the teshony), and is strongly bcld by some of thcm. 

Coxyntric his found no evidence to ruggcst tlmt - WL's witness 011 the cost 
cffecuvcmerr of the EPU moiccts. had anr knowlednc of the undated cost ertiniatcs. It is 

rlic ncw cost cstia?tcs WCLC "official" oc eat, and internal reports ume inconsistent in t h c u  
use or non-lire of the updrtcd forecnrt (see Seaion VI11 for additional details). The EPU 
staff hnd cspcrienccd signifmnt hlcnoler and w a s  also undergoing a ~ i i+x  reorganization at 
d m  time, which nppurs to havc contribrrted to tlie lackofclndty on tlris pant. 
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FPL INYESTIGATTION 

1. Intmducdon (1-1.5 pp) 

On Pcbruam 19. 2010 hlr. Lewis Hw. thc Chairman and Chief Exccutivc Officer of FPL Group, 

PPL’s Legal and Kcgulator). Affairs dcpamnciits on March 10, 2010‘. Pollowing initial discussions 
benvccn Conceotcic and PPL, Concentric was retained hy FPL‘s Legal depamncnt on  A,Iaxli 15, 

or his dcrignce, 

YConcentricP investigation of tlw aUeg&nu rniscd in die Letter explicitly cscluded matterr 

including tlic perfonnancc of specific individuals within FPL. Concentric undcrstandr tlmt t h s c  
matters nrc being and wi!J continue to bc Ixmdled internally by R’Cs Hnmsn Resources department. 

The remnindcr of ow report is organized into eight sections. Section I1 prcsenrs R suumtnar). of 
Concentric’s work plnn which \vas used to rcyicw this matter. Section 111 includes R summnry 

letter. 9 responic to the h L t t e r  including I-efc‘ercncc to an intcdincatcd copy of tlie 
/OScction 111 Ixesuzts a c ronology of key events relnted to tl, 

J a n u q  2008 and hlnrch 2010. Sccuon V rcvicwr 
proceed with rhc Extended Power Upmc Projects at the Company’s S&t Lucic (TSL*’) and 
Turkey Point C‘PT”’) Nuclear Pouw plants (“EPU Projects”). Ar discussed further in this section, 
Conccentcic has focuscd its attention in this matter on thc nuclca~ units in Florida due to &e state 

/ /  regulatory stmcturc. Section \‘I rcvicw the implicntions of the =Lett- and Concentric‘s 
iwestigation on tlic Nuclcar Cost RCCOIT~). Clause (‘NCRC’) dockets in 2009 & 2010’. A r c v h  
of Canccnwic’s findings related to thc flow information from PPL to the Florida Public Scwicc 
Commission (“FL I”’) and its staff (“FI, PSC StafP‘) can be found h Section 5‘11. Similarly, a 
rcvieiv of the flow information wirldn Pl’L cnn be found in Section \TIL Finally, a review of 
Concentric’s Godings and apcciGc recommendations can be fowd in Section IX. 
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C O N F I D E N W  

II. 

A. Sourc n 

Concentric‘s invcstigzdon into tl& matt- relied upon two &tical pathways for information. First 

ttcr and to indcpcndmdy c o n b  de& 

Conccniric Work Plan (2 pp) 

Concentric submitted a number of scqucsu 

pra4dc.d to us j, thc intCrvim dcsclibed 

to FPL, in order. to deepen our 

document =quest can be 
/ knomledgc of the aIlcgations set folTll in the 

found in Exhibit XX 

Conccntdc &o requcrtcd and conducted 13 separate inremiem. &ght of Concmuic’s in tehws  
wmc conducted in pcrson at the officcs of FPL or at an off-dtc location dependkg on the location 
of the intcrriemte. M of 
Concentric’s intcivims occurred between the  week of A h &  IS’ and h p d  12”. Conccnhic 

Thhc r&g five int&cws wmc conducted ria trlcphonc. 

4 selected spcafic indix4duals to  bc intenicwcd based upon dx allegations contained with 
Lettcr, ow pdor interviews, and Conccntdc understands that the EPU Projccrs 
Conccntdc is not  provi+ a list of thc names of tbc indimduls we interviewed in ordcr to protect 
thc confidcntialig of tliorc individuals. 

Prior to beginning tach interxicw, Conccnuic reviewcd tlic FPL Code of Business Conduct and 
Ethics (the “Code”) uith each inttivkurec. TlG rcvinv included a spcuGc discussion of each 
cmployec’s ”rcsponribdity to report any actual or ruspc tcd  tiolauon of a law or regulation, an9 
achlal or suspected firud, and any other mobtion 01 suspect violna‘on of this Code.”’ S d d y ,  
Conccnuic rdtcratcd chc Company’s non-rctdktian coznmihncnt outlined iU the Code’. At the 
conclusion of each intcmicw, t i l e  int&wecs wex  given an opportunitg to reriew xny addiuond 
CODCCIN they may hart h d .  

T h e  information Conccnmc relied upon in this hvcstigation was supplemented by Concenuic’s 
&sting h o d e d g e  of t lx EPU Projects erg--ation. Tlur linorvledge m s  gained througb dvce  
ycars of r&m&g die projtct management processes of t h e  EPU Projests for FPL as part of the 
aanual Nudear Cost Rccavciy Clause hlings. 

B. bdcoendcncc 

allegations contained within rlu-ttu; 
Legal uld Rcguktorp Af&-r dep-xcnts. 

its emplopccs or conil’actors. To diL en4 FI’L did not 

Our 
tter m d  the dlcgations contained t h e m  is our own, and not 

phcc  any constraints on Conccntdc’s access to infomiation oc c w a t  and former employees. 
Lastly, Concentric mas not conril’aincd by bndgct or schedulc cqectations on the part of FPL. 

Finally, Conccntdc’s h d k z s  h dGs ~nztter are bascd upon ow review of ongind souz~es. 
Concentric did not rely solcly upon statcmcnts by FPL cmplo>~tcs or contl-actors. Instcad, 

“the result of spccific 
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1 Concenuic retiewed and vcrificd assertions made in the-Letter and Concentric’s interviews 
with contenipomneous documents produced by the EI’U PmjmiKt team. whvhcnever possible. The 

2 documents rclicd ripon R6 part of tlur investigation arc prcscnted in E x h i h i m  

c. &QwaQm 

3 Concentric’s rwicw of thc allcgdtions rained in th-Letter and our intcminvs, idcntificd 5 key 
questions which must be answered by our review. Thew h e y  questions nit directly aimed at 
dctcnnining whether any imprudent costs \ICIC yxsrcd onto FPL’s cuitonxrs or FPL htcnrled to 
intcntionally withhold information from the EL PSC. 

Foremost aniongst Conccntric’r kcys qucsuom is whcthcr FPL liar continuously made rhc corrcct 
decision to proceed wit11 thc EPU Projccta in light of the hcst information wailnble at thc time 
decision \vas madc. Secondly, Concentric notcd a need to determine if mg costs were incured t l w  
should not bc passcd on to FPL’s customers on the gmunds of imprudent dccirion miking. Third, 
was the infomiation provided to the PL I’SC and the intenwen in each of the NCRC dockcts 
accurate, consistent, timdy and rclinble? If not, Conccntric sought to detcmhc what nUowed tllir to 
o c c u ~  and w v h y .  Similarly, Conccntric sought to deterrniric if thc information flowing from the EPU 
Projccrs to FIX’S executive manngcmcnt wm accurate, timely, consistent and rclinhle, and if not, 
\vhat allowcd this to OECIIL and why. Finally, Concentric notcd that if any of thc abovc questions 
WCIC pmvm accurate. a need existed to detcrininc which policcs, proccsacr, and proccdurc. need to 
be nddrcsscd as a result of there findings. 

./ 111. Summary Lcvcl Response t-htter (2 pp plus exhibit) 

.s--Ezlibit~rerentr n copy of &c=Jrtter. To thc original letter, Concentric has added its 
ohner\.&mr that result from ouc invstigntion of thc nllegntions contained thcrein. T h s c  
obremdons h a w  bccn interlincitcd into the letter IO BE to provide n response to each relntcd 

@allegation mired within tIx=Lettu. In addition, csck obscn-ntian contains a citation to this 
7 report in ordu to providc a “roadmap” to a xviewer of th -Lcttcr and Concentric’s rcport. 

Lcttcr \WIG shown to 
Specifically, Concentric has notcd documentntion 17, uc 1 confunir 

As can be seen in Exhibit XX, a number of the allegations raiscd in thc 

statement’s related to thc tinling of the initial scoping rrudicr hy Shaw 2nd thc repent= c >an@ In 
thc ovcrau projcct scopc. Fiowmer, Concenuic bclievcr die shifting scope of the EPU Projects to 
be dtc predictable msdt of cvolVing design certainty which is inlxrent in any complex pmjcct. 

e accurate. rcF & 
/&Jong tlicsc same lines, Concentric has rcrieved cert& reports relied tipon hy- to 

support his arrertion that as of November 2009, thc EPU Projects wcre continuing to n,casure their 
cost performance relative to the o$ind 2007 cost wtitnatcs. Thcrc reports, the Novcmbu PTN 
Tots1 Project Cirh Plow Kcport‘ and thc PSI, Annual Project Cash Flaw Report’, clearly illustmtc 
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assemon. Concentric did note that the November ESC prescntations prosided the 

Also notcworthy arc Concentric‘s findings related to the evolution of cost crtimater or forccirts for 
the PTN & PSL EPU Projects. AI shown on Pg. 3 of Exhibit Xi, Concentric liar found evidence 
which indicates th v a e  alerted to the potential 
for cost over tun^ nt  PSL as e d y  as April 2008. A simhr opportunity \VIIS noted in Dcccmber 2009 
whcn ilierc individuals \vcce pccrcnted with a pdinliwuy reviscd forccnrt for PSL. T l i r  followcd 
thc awrd of nn engineering, pmcummnt and constmction (“C’.) conuxt  for the EPU Projccts 
to Bcchtcl. At h i s  time, the PSL Project Team \vas told to conhue refuhg their forcast until 
Februnly 2W9 when it was revicwed ngin  by the EPU scnior manigemcm As noted below, this 
prelituhiry forecast in Fcbruaq 2009 was within apptosimitcty SI1 million, or Z%9, of the forecast 
ultimstelg provided io FPL’s mnnagemcnt in July 2OC9‘”. 

” 
&’posit& notcd i n  the=Ltter“ and pcior project ~onuolr employmcnt as a contractor at 

FPL’s PTN rite. 11s \vcU as other nuclcnr facilities in the US. It IS importmt to note t lm Fl’L had 

,” .. 
/ /  eve? aspect Lf the OPU P&tr, it\vould not b e  fair to characterize-as undcr- or poorly 

/sconccntric’s intcmicw of- illurmt c d the motiv~tion for V . ] e ! t :  That is to 
wi\s not motivated by R desire to  seck vengeance from us sqxno~s Instead,- 

qualified for Itis position 

sinccrdy concerned with the ~ccurncy and relibility of informkdon 
nunxgcmcnt and tlic 1;L PSC. It would bc fait to say that while 

upset a i th  what hc \*icwcd as his unfair tceatnunt in his perfonnancc asrcrmnunt, 
motivation for corrcsponding with hL. Hay. 

He told m c  in printc that hc docs not intend being fired RS his predecessors for poor pcrformnncc 
and he dl not lct a few ‘stupid‘ people afFect his tnnn;lgcmcnt cffectirencrs.” h copy of this e l i d  
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Concentric rcportcd thc emzil to FPL's Legal dcpartmcnt and spc&caU~ 
It is Conccnmc'r undcntandmg tbis matter is h d n g  addrerscd by the FPL Human 

IV. 

A chronology of the EPU Projects is pxesented in Eabibit X X  A summaq of thc chronology, 
indudmg thc majiir cvents relevaat to Concentric's rmicw a c  highlighted hclom. ?his dvonology 
mas uicd to more Lhlly understand the owing dplamics of the EPU Projects and thc preasc timing 
of ccrt& EPU Projects acdoidu. This chronology should not bc vkwd BE a comprebcnr;lvc 
history of the EPU Projects. 

The EPU Projccts began in 2007, at which tkx FPL undcaook an initial scoping study to dttcnuinc 
a rough ordcr of magnitude ("ROAP) cost e s h h  based upon a p r & i O y  assessment of hc 
components which mould require rcplacmcnt to o p m t c  at  rhc upratcd conditioar". Concentdc 
undmtands, as o+y proposcd, tlic EPU Pmjccts wmc rrpccttd to cornmcncc opcradons post- 
2012, but mcrc advanced followkg the FL PSC's rejection of the Gladu P o w c r P u l i D d & t b n  
of N e d  in 2007". 

In thc aintcr of 2007 and 2008, FPL rerained Sham to review FPL'r initial scoping study and to 
confinn or rcjcct the  results of this analysis. Concentsic undcrrtrnds &.om o w  intciTinvs rhat dlcsc 
studiu gcncrally did conhrm tbc FPL scopkg d y s i s ,  but some discrepandcs related to thc 

crdmate included a contingency allocation of appro-tcly 45%16. 

Soon aftcr the completion of the Shw scoping studies in Fcbmay 2008, the PSL EPU project team 
idcntiticd rhc poten& to exceed thc FPL & Sham scoping csdmata. At thL time, PSL 
iaitiatcd Condition Rcpoa 2008-11M3 ahkli stated 'ZPU Projcct Feasibility Study may not ham 
caprurcd thc full spectrum of modi6cationr necessary,'' for the upetc". In responsc to tbis CR, the 
EPU Projcct T- developed a Risk hGt+tion Pkn" which mas attached to the condition 
report". The €5gh RLk hlitigation PLn included corrective actions wvhich -c rcqvLcd to bc 
comolcted bv the EPU Proica tcarnindudiaemeearation and submission o f a  rcvised cost c s h t e  

Chronology of Evcnts (5 pp plus cxhibir) 

rcpkccmcnt or r-cfusbirhmcnt of ~ ~ ~ t a i n  componcnts did &tr at TU+ Point The initial cost 

-~ 
requested a co& of ile'rcviicd cost esdmatc &oscnbcd h-dx High Risk hfit&tion Plant, but w a s  
told tlmt dCs doc-cnt could not bc located, nor could its czistcnce bc c o n h c d .  
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Latcr in Dcccnrbcr 2008, the PSL Project Controls teain agah identified the potential to exceed die 
original forecast following the execution of the EPC agreement witlith Beehtel. A preliminarp, revised 
forecast for PSL was prcpared nod provided to the EPU Project hlanagemcnt at this &nc. The 
EPU Project Management, hm~wx~cr, requested the PSL Project Conuolr group further r e h e  and 
develop the rcvircd forccast. 

In April 2009, tlie EPU Project blaiiageinent began I demhd cost r c v i w  of tlie unregulated Point 
13cnch El’U l’roiect. Tllir ievicw included the aeouestntion of tlic EPU Proiect Manwecmcnt Team 

. I  - 
‘Thcrc arc no chmges at this time to the total non-binding cost crtinmte proviclcd in  Nay 2008 in 
Docket 080009-El.”2 

At thc end of hlap 2009, the EPU Project hlanagement Team reportcd to the Executive Stccring 
Coomittcc ~ESC’’) thilt the Bcchtel EPC crtluates had increased to B level in EXCCII of Bcchtcl’s 
indicativc bid”. nii increase was rfported to be the result of higher than cspectcd projections of 
field noli-mnnual nnd manual labor houdi. Sh~dacly, the curcent EPU crthates were reportcd to 

19 Citr k b  2009 VSL Andysk 

’circ j d y  Z S , ~ O O ~ P S L  ~sc1hrcntaion 
/g 13 Bmril of-, in wgardr to Rcriscd I’orccnrr.d.atrd hlircli 26.2009. 

CituRSK I’rr-6lcd ccstin~ony. 

=lbiil I, ?? 

24 Cite h h y  2M9 PSC rrcmfation 

25 Ibid at ?? 
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inatcd to reducc the 
EPC vendor’s for&?. Fkalli, it mas r cpoaedhn t  thc EPU scope had grown to be lvgcr than 
t l x  indicative bid prcscnted in Novclnbcr 2008. Tbc EPU Projcct hlanagcmcnt Tam noted that 
the current tstimattr rnue bascd on prclinlinarg dcsign information, and that the project mas in the 
process of rcfining new ’level 1” cstha.tcs”. A tatget completion date of June 30,2009 for the new 
“ l c ~ c l  1” csiimatc; ma5 prcscntd to thc ESC in this prcsenation=. 

, FoUouhg the May 2009 ESC prcscntahon, the EPU Projcd T a n  undmook  an EPU hlodification 
Scope F&cw for both PTN and PSL”. ‘fie rcruls of thcsc rcmcws wcrc presented to WHOM on 
June 16,2009 md rccornmcndcd thc elimination of a substantGI nmnbcr of modifications as either 
unda ted  to rhc EPUr ornot ncccssary to opuxte in an uprated condition.w 

The subsequent ESC prcsenration was hcld on June 23, 200931. In t l i s  presentation, t h e  EPU scnior 
mailagcmmt tcun notes that the EPU Projects arc complccing ‘Icvcl2” crr;natcr and zeitcrates rht 
mnc- related to the EPC c s h t c s  since Bcchtcl’s iodicativc bid in Novembcu 2008”. This 
prcsrnhdon W E  datively short and preupitatcd dit more dcrailcd cost rcoica, in July. 

Duing the intcrnning period bchvccn thc June and July 2009 ESC prercntations, die EPU Project 
Tcam cmcndcd conridcablc cffort to produce a dctailed. ‘line-bv-hc” cost rcvicw for both t he  

At the July 23,2009 ESC p~esentatioq rhc new EPU senior inanagcinent t a n  w a s  introduced and 
t h e  ESC was bricfcd in detail on tbc rrriscd cost forecast. At & ’&e, tbe forecast for PTN w a s  
revised upward by approxknahly $161 million from $749 million to $910 nullion”. S k d d y ,  the 
PSL forccart was rcviscd upward by approxkatcly $14C million from $656 d o n  to $796 million”. 
The slider which prcscntcd th is  information to rhc ESC noted that tbc “nurent budge? was 
incrmscd to the “current forccasi”’. SLnduitancouly, thc  ESC mas adriscd &st the current 2009 
NCRC fcaribility mdysis h d u d c d  die cost forecast, and revised feasibility scenarios were 
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presented based upon the current forecast as of July 25, 2009x. 
did confirm the continued cost cffecctiveners of the EI'U Projcctr. 

No ESC meeting \vas held h Auprt. Nonethelcrr, both EPU projjectr did produce il monthly cash 
flow repart. In thc c a ~ c  of PTN the Total Pcojcct Cash Flow report w a s  uot updatcd to reflect the 
cwised forecast prcscntcd to crccutive management on July 25, 2009". In contrast, the PSI. Annual 
Pmjcct Cash Flow rcport wns rcviewcd, t l x  budget performance indicator was changed to Red, and 
the total prajcct cost sommary presented on tllir rcport continucd to bcen shown as "undcr 
r c v i n P .  

These revised feasibility rccnador 
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n ~ c  following day on Scptcinhcr 9,2009, the ESC w m  prcrcnted w i t h  a newly revircd forecast that 
further increased thc cost dic EPU Projects by approsimntclg $104 hlhl for bod, sites*'. 'lhis 
presentation stated that approximately 30% of the ton1 project costs have 'high c~rtaLLy'"'. 

The October 2009 FSC presentation occurred on October 2Td druing tlur mceting. the EX was 
advised that the camexit forecart for the project ir undmngcd. but the contingency had dcecreascd by 
approuimntcly $12 millioti". lo addition, the AFUDC catirunte war decreased by npproiiimntely 
$150 million to $200 million". A footnote it, the ptercntntion indicates thc AFUDC WIS rcduccd to 
reflect WL's pro-rata share of PSL Unit ZY Concentric notcs that the reinaining d u c s  shown in  
this presentnuon arc depicted as the full cost of the EPU Projects regardless of owncrslup. 

Also h Octobcr, PSL pioduccd hvo Annual Project Cash Flo\v Reposts with different budget 
pcrformnnce indicators and different total project cost mtntimics. The Iirst of tlicsc reports is 
dated October 1, ZOCO". This report includes a red performance indicator and the total project cost 
sumnraiy is listed as "undcr rcvicd'. The second report is dated October 2009. The budget 
pcrfomxmce indicntoi in this report i r  listed as ycllo~ and thc total project cost surnn?ry is changed 
to S651 million*. No one with wvhom Conecntric spoke could explain the differcncc or the reason 
for the hvo reports. 
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V. 

In  deternlining wvhethcr BPU Project costa w m  prudently incurred tlrc FL PSC will bc concerned 
with turn items. Fmt, is whether tlic decision to proceed uidi the project is prndedent bascd on tlic 
expected econonlic and other benetits to curtomcn? That question is described below. Sccond, the 
Fl. PSC will bc conccrncd with wvhedxr the project pmdmtly or unpmdently inourrcd costs. That is 
to say. are the costs for which FPL is seeking rccovcr). in tbis docket the result of piudent or 
irnpidcnt decisions by FPL‘s and the EI’U Projects’ management. l l l i r  question is addressed in 
Section V I  hclow. 

’Il~c initial decision to proceed with the EPU Projects um nindc in 2008 on the basis of FPJ:s and 
Shaw’s prcliminac). scoping nnzlysl wlkh prcdicted, at a Iugh Icvel, which plant componcntr would 
require replacement or modiftcatim to support the increased output of the plants. As \vas 
neccssdy t lx  a r c ,  this work was complctcd absent m y  detailed design work The information 
pmscntcd in this study WM urcd 1% onc component of a feasibility nnalyris wvliicli comparcd thc 
opcrnting cost of WL’r portfolio Of gcnelating resources with and without the EPU Projects". This 
nnalysis relied upon the projectcd level of incrmentnl output, thc coiiuneccial opeiatianr datcr of 
thc EI’U I’rojects nnd the duration of thc outages, in addition, to  the cstinmted cost to con>plete the 
EPU Projects. To the cstcnt the resonrce portfolio that included the EPU Projects was projected to 
bc chcapper to operate than thc gcncmting portfolio ahrcnt the Hl’U l’rojccts, it \vas dceincd the 
EPU Projcctr were in the best interest of FPL and its customers. Thus the question bccomcs would 
“perfect” reporting of the revised cost estiiates lram Imtednlly nffefected the feasibility analysis sod 
influenced FPL’s excecutivc manngemcnt’s dccision to proceed with tbc EPU Pmjccts in 2008 or 
spin in 2009? 

It would not bc approprintc to assumc FpL’s executive managcment should havc become aware of 
the rcvircd cost estinmte in Dmcmbcr 2008. l l ~  cstLnate that was prepared nt this time wits 

reported to bc prccllnimr). in nature and utanantcd additional review by the EPU project team. 
Noncthclcss, the EPU senior managcmcnt could hwc hkcn tllir opporhuuty to notify FPL’s 
executive nmnmgement of the potcntial to rcvisc the forecast in 2009. Virtually all of thc 
intexviewwcr agrccd with dur conclusion. 

It is Canccntric’s conclusion that, at-best, mwcncss of il revised forenst could have been improved 
by six months. Concentric believes the s h  month &iic h c  is appropdate giwn the Pebnmry 2009 
meeting bchvccn the BPU senior lnnnagCInent stid the PSJ, project team. As noted above, this 
meeting followed nn initial rcricw of the PSI. cost cstinme in Dccembebcr 2008 and prcrcntcd i\ 

revised cost cstinmtc that WRS witllin $11 nlillion 01 npp,proxhatcly 2 pcrcent of the PSL cost 
estimatc dint \vas provided to FPCs executive iunnagciucnt on July 25, 200943. 

QI: Dccirion to Proceed (1.5 to 2 pp) 
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FoUo\viig a conclusion as to how mucli awrcness of the revised cost cstimate could have 
improved, ConcenLdc cmluatcd diether this \vas likely to knpnct FPL’s decision to proceed with 

to 
the cost es&mte, FPL ilso lcirncd that additional output may be produced by the EPU Projects. 
T h i s  additioiid output \vas the result OF mocc detailcd engineering which h;ld bccn completed since 

thc EPU Projects. Io this regard, it is kuportnnt to note that contemporaneous with the cet’ .,ston ’ 

the O<&d ScOpUIg ShldiCS in 2007”. 

As noted rbaw, FPL’S decision to pcocccd with the EPU Projects was bared on an ccononlic 
feasibility analysis which relies u p ”  the expected incrcmcntal output of thc facilities as well as the 
espcct cost, amongst other item. Due to the incrcnsc in the projected output of the EPU I’mjectr. 
thc cconottlic fmnribility analysis WRS not  ruhstnndally unpactcd by thc tcviired cost estimate. Indeed 
the July 25, 2009 ESC presentation for PSI. indicates the EPU Projects continued to he econonuc, 
although apprarimatclg 14.59% less so, a t  thc llighcr cost ertinlate presented during that meeting.” 
’Ilws, advanced aumcencrr of die increnscd cost estimate would not have iinpnctcd the projected 
incremental output or the p~ojcctcdconu,,ercial opemoos dnte of the EPU Projects. 

VI. Q2: NCRC Pass Through of Expenditiircs (1 to 1.5 pp) 

/ Conceouic’s review of d>e=Lctter has illustmtcd the distinction between tlic cost csdiiistioii 
pmccss and the incurrence of spcciGc costs. Tlx fotrncr is the projection of fLxture costs without 
the nchtnl cxpcncliturc of company or customer dollnrs. T h e  Inter is inme criticnl to rhe HL 1’SC’s 
rcvicw and involrcd the actual crpcnditurc of corupmy and customer dollars or the coiiimitnient to 
do so at a later dntc. 

C O I K ~ ~ S  are specific to thc cost estimate proccss within 2 ni-tter indicate 
thc DPU Projects and more r p x i  ica y the reporting of threats or revisions to cost cstininter to 

5 WL’s executive manwenmiit and the liL PSC. The-ttcr docs not idmtifv any costs which 
* 

~ , .  - 
arc tlic rcault of nn Lnpmdcnt d o n  by FPI,. Concentric confrmed tllis understanding of tllc 

-1rttcr during our intcivicw 0- 

S- 

Concentric has, howewr, found cvidcoce that suggests problems with the reporting of threats to 
and rcvirionr of tlie cost ertim.-.tc. These docuiucnts and the ~oi i~enis  are dcrcribcd withhi section 
\‘It nndVI1I below. 
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VII. 

A. Scoot of InsuiqI 

"he chronology of events presented in Section IV of this report Icd Concentric to focus on thc 2009 
NCRC proceedings (FI'SC Docket No. 090009-EI) in order to R O S ~ S S  whcthcr the information 
prcscntcd by FPJ- in thorc proccedinga relating to the EPU cost ertlnatcr, scl~edulc, and cost- 
cffcctiwness m s  consistent with the stilndards expected for rertimony hforc, and submissions 
inadc, to a regulatoq agency. 

There \wrc thrcc scpmte scts of activities in the 2W9 NCKC pmccedmgr in which information 
about thc ItaNs of thc EPU w a s  presented. These sets ofactivities are thc 1) prc-fthlg of tcrtlnony, 
both d k c t  and reburtal, 2) production of docunicntr and answering of interrogatoricr in tlic 
discove~  processes, and 3) tcrtiniony st thc hcrrings. In tlic 2009 NCRC proceedings. pre-filed 
testimony on these m m m  was ruhnuttcd on M a y  I ,  2009 (dicct) and August IO, 2009 (rebuttal); 
docunicnts \\we providcd and interrogatoiicr were respondcd to from Januaq, 2009 through the 
hcaring in; the hearings on thcrc issuer mcrc held on Septenber 8, 20W. Sum an important 
elmicnt of this investigation has been about the tlnelinesr of internal and rxtcmal inforination flow, 
w e  have chosen to csaiuinc IIPL's actions in thc three separate tunc frames discussed above. 

B. I'm-filcd Tcrtimon): 

FPL prcrcnted four witnerser it, the 2W9 NCRC pmcccdings on issuer relating to the EI'U: 

The Plow of Information to  the FPSC and Other NCRC Parlies 

cost-cffectivencss of the EPUs, 

testimony related to nuclcar project contmls, procedures, policics and practices, and on thc 
prudence of Fl'L"S costs. He offered no crthatc of t lx  projccted costs to conipledon or opinions 

& on tltc Cost cfrmi\ ,cms of t11c EPUS. m t c s t i i n o n y  related to the accounting for PPL's 
incurred costs and the 2009-2010 projected costs . Shc did not ofkc ang estiinnte of the projected 

f l y  him, and tliat information was used in 
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h Condition Report dated 4/3/08 raised C O ~ ~ C C ~ S  about the validity 
( p  the EPU cost csrinirte tlmt WRE used in Docket 080009-EL and that 

conrinucd to usc in hhy, 2009 . On Novcnibcr 7, 2008, Rcdttel idortned FPI. that its estimate of costs for the I’TN 
EPlJs had increased hy $37 ndlion; this Iughrr rduc ir used in tlie Bed3tcl contract 
In n d y  December, 2008 the EPU’s Project Conuals Group identified that tlic May, 
2008 cost estimate w n i  likely to he too lmv giYcn thc Bcchtel contmct and cost 
A Condition Report dated 12/10/08 concluder dint the resolution of tlx 4/3/08 
Condition Rcport w a s  il “missed opporninit);” ilnd that thc cost estiinating should 
ILWC had a Change hInnagcnient p~ogmm established 
On February 17. 2009,-war prcscntcd with an  analysis prepared hy 
Project Controls m d  tlie PSI: site that their current cost estimate for PSL is $129 
nillion nlrovc thc May. 2008 estimate 

% 

3 Cite TOR 7 
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By March 26, 2009 the P‘IN site t a m  had also concluded dm tlic cost cstknate 
should be raised significantly ibovc the Map, 2008 cstimatc; a decision is madc to not 

particip.tcd in dcvcloping II prcscntltiin in late Apd/eady N a y  2W9 

Cor PSL and PTN are unchanged from dx May, 2008 estimatcs; the Pmjccrs’ cos1 
StilNI is rliown SI “green.” 

Rechtel has cstirnatcd highcr costs, his cost estinmes 

As shown bv this dironolom~. the EPU’s cost estimates wcrc clcailv in a state of raoid flux bv hlav 1. 

icpoiu. \wllilc it is inhcrcntly n matter of ludgmcnt IS to wbat constitutes “tlw u.hole truth” in 
st;ltemytr !o rcgulatozy agencies, Concentric docs not believe that-Map I, 2009 
Direct I’crtumng war outsidc the bounds of icccptnblc conduct. 

c. 1 “ l C m m l m ~  

Conccnair: requested, received and reviewed nU of the prodnctiionr of docutnetits and interrogatory 
rcsponrer submitted by FPL in Dockct 090009-E1 pertaining to thc EPU budgct, schcdulc and cost 
effectiveness. Our Icvicw Icd u s  to fallow up on one intwrogatoq response. subnuttcd in response 
to Staffs Fifth Sct, No. 53, for further malys is~ .  This intcmgatoq rcrponre, wllich is nttaclicd as 
Exhibit SS, sought a listing of cach analysis that FPL w a s  offering to satisfy tlie rcquirciiients of 
Section 366.93(5) P.S., which required RLI annual coinpariron of tlic budgeted and actual costs as 
cornpaced to the estimated in scmice cost of noclear projects. Tbc response, which was submitted 
on August 17, 2009, refers to Scliedule TOR-7, which had been submitted on Hag I. 2009, and 
derciibcr tliat it is a “mnpshot” of a continuous process. 

Bcnvcen hIay 1. 2009 2nd August 17. 2009, major clinnges had bccn inadc to the cost estimates for 
the EPU pmjcctr. On Alas 31, 2009, thc PTN EPU budgct indicator had heen changed to red, 
indicating o serious challcnge to meeting the csisting budgetm. On June 3,2009, Beditel subntittcd a 

S-Onjunc 23.2009, advised the ESC of thc Bcchrd cstinmrc”, and the ESC instructed 

b meeting. This updated cstiinatc w a s  prepared at thc rlircction of- by several people 
reportedly working SCVCELI da)x 1 wcek for a month, and prcrcnted to tlie ESC a t  an all-dag Snmrdsy 
meeting on Jul, 25 2009. In the week lending up to that meeting, the EPU leadclersllip team \vas 

for PTN that \vas $108 million shove the Uxy, 2008 cstimd’’. 

cost ~6tLnatc for t l ~ c  projccu to bc rcvicwcd at the next ESC 

re,.nn,pcd, a , l d b  ,,as reasrigncd ta poririon outside or tile mu, nltllougl> he activclg -3 
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participated in the July 25, 2009 prcscnntion. That prcrcntntion cstablishcd ney  cost ertinmcs for 
the EI’U projects which were appmsitnatclg 21% higher than the Alay, 2008 er!inatmb? 

Therefore, Schcdule TOR-7, which ir refcrrcd to but #not attachcd to the rcsponre to Staff 5-53, \ w s  
out of date by August 17,2009. Iiowcvcr, the intcrrogatoq only asked for II tistilg of the rerponsivc 
analyses, not for FPL’s curccnt or updatcd nnalyscs. In addition, the mpondcnt to thc 
interrogatory, B Regulator). Affairs staff mcmber, had no knowledge of the new EPU cost estimates, 
nor of any SMWC data or documents relating to this irme that wcm created nftcr Ab), I ,  2009. 
FPIls approach to complying with thc Section 366.93(5) requircmcntr wm to pcrform il “snapshot” 
analysis ils oflatc April and to include that information in the hlag I filings. Neither the Regulator). 
Affairs smff nor the Legal staff, nor FPL’s other wirneses, SRW any post-hlny I, 2009 s o m e  
documents und prepimtionr bcgnii in Dccenibcr, 2009 for thc 2010 NCRC pxocecllings. 

Concentric v iwr  tlic response to Stiff 5-53 as being accuratc, reliablc and responsive, cwcn though 
the document referred to was out-of-dntc. The respondent nnswcrcd the question in n focthright 
faahion bared on all of the information known to hcr at thc tine. 

D. Tcsumonv at Hcaring 

-is follo\~,~d-introducirig scweral corrcctions to umta in Ilia prc-Glcd testhiany, and 
updating his prefdcd testimony to rctlcct his IICW tide and rcrponsibiLtiiticr with FPL. Thc exchange 
with cannrcl had the effect of asserting that all of thc statements in the prc-filed testimony, and the 

bcrhibits sponsored bj- reninincd truthful nnd accurate as of September 8,2009. 

 AS pf S,cptetuber 8 , 2 0 0 9 ~  participated in the dcvclopment of higldy detailed cost 
projccuons for the EPU projects, an ~ n d  prcscnted these new estimates to dozens of sciiior FPL 
and conmctor pcrronncl on July 25, 2009. The new crtiinatei mere caveated as still k ing  “at the 
conceptual level‘’” (as were the Alay, 2008 csthates? and die comuent w t s  made that the full 
scapc w x  still not known. Howcvu, thc n c w  MIUCS \vmc clcdg labclcd as the “Current Forccpst,” 
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and the statement w a s  clearly made that thc “Current Buidgct” (the hIny, 2008 values) was being 
increased to the “Current F’orecnrt.”” The July 25, 2009 presentation offers at, cstensivc 
pcrspcctivc on the shortcomings of tltc XI~, 2008 crtimntes and the lcrsonr that should be learned 
from thio experience”? Concentric also notes that the ESC wax explicitly ndvkcd that the new cost 
ertiniter were inconsisrcnt with the May, 2008 and Ahy, 2009 data tliat had been prcscnted to the 
FPSC, and that several nnv  ccononuc fcasibilir). nnalyscs lmd hccn perforind, which updated tliore 
d ~ c b  had been submitted to the FPSC clcvcn u~eclis mrlilier. The nnv fcasibiliv analyses continued 
to show that the pmjcctr were bcnctidd to customers, although lcrr so t h o  in the bray 1, 20LM 

/-has dcfcnded his Scptcndxr 8,2009 reaf&nr&n of Ius pre-tiled tcsrlnony on the 
grounds that the July 25, 2009 cost cstiniitcr w c m  prepared nssunung tlac validity of many scope 
changrs and mnanpowcr estimates, and thnt they were a no better than a “pUcss” with little support. 
I-IC indintcd that hc docs not recall any discussion with regard to urhetber the updated ertlnnte 
should bc pmcnted to the ITPSC. Concentric agrees that thc new cost cstitnatcs were based on only 
partially cotnplcted engineering and design infonuation, and thnt they wcrc still subject to rcvision i ls  
ncwinformation bccmie n\.ailabI,le. However, that is nlwxyr thc cmc with a fast-tmckcd constmction 
propin ,  and continues to be the ERIC today. Tltcse facts do not aup1wl.t the continued use of 
infarination that w s  based on even crrlicr conceprud designs m d  out-of-date msnpowcr and 
mstcrinl estinmtcr. The new ertiinntcr WCK the product of more than a dozen pcoplc worl;ing 
crtcnded hours for B month, and had bcen reviewed by CVCI). level of tnanagetncnt in thc EPU 
organization. They reflcctcd far more knowledge about the rcopc of the EPU projects than had 
been used in tl,c 2007-2008 Shaw scoping analpis, materials cost ~~t in ia tcs  that w x e  bnscd on far 
more =cent data 2nd mmpowcr estimates that reflcctcd the revircd scopc nnd loading csha tes  
prepared by Bechtel. hlost itiipoamtly, rhcy were prcrcnted to tbc cxccntivcs of I7pL in chargc of 
EPU govcrnancc (and who muc responsible for approving budgct cbmgcs for the projects) as thc 
best “line-by-line” crtlmtcs amilnblc nt die time, wete materially diffcrent from the 2008 esha tes ,  
and hive continued to serve 2s the reference paint for nll subsequent rcvirhns to the cost esdmanr, 
including tborc tliat arc bcing subinitnd to thc FPSC in May, 2010. 

d Conccntric hnr concludcd that by the umc-took the stand, tbc infomdon presented 
on Schedule ’I’OR-7, and the testlnony relatcd to it, was out-of-date. This opinion is supportcd by 
the st‘ateinmti of nenrly nll of the EPU project pcrsomel we intuvicwed (other than the nvo 
individuals that pcticipated in the decision to not update the tcrtimony), 2nd is strongly held by 
~onie of them. 

fding? 

FPL’s w+tirncsr on thc cost effcctirecness 
of tllc EPU projects, bad any howvledgc thnt update cost cmimtcs had bcctl prcrcnted to thc ESC. 
It is ow understzndin that he rdicd on the cost estinlatcs pmvidcd on Scbcdulc TOR-7, RS 

4./ sponsored by g 2nd- was not in the EI’U o r ~ ~ u z ~ t i o n  or the nuclmr division 
of FPJ.. 

F. 3 Concenuic has found no rvidcncc to suggest tbnt 
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An issue that  contriburcd ro thc dclay in bdcfing die ESC on the &ely cost increases was the EPU’s 
mauiimt of thc cost cs&mtc contingency and the rynchmnizadon of tlic risk register. 
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M. , Preliminary Recommendations for Improvements and Conecfive Actions (4 pp)  

Concentric invcstigadon into this ma& has produced a number of retommadations for process 
improvements and concctivc actions. Thcsc rccommcndations arc presented daw. Each of d u s c  

/ recommendations is bdng made to prcvcnt the t p e s  of concerns n L c d  by th hmr. 
1. One of the ksucs idcntificd by Concentric’s investigation into tbis matter k thc flow of 

donunentation and infomation from the business UaitS to t he  o 2 tcam including rrp.1.tnry and other witnesses and hk. Rccd 
Concentric recommends that this process bc changed in 
o w i n g  informationmi& the NCRC docket team. 

?he i m p o r m c e  of updadng on& pre-acd terdmony and &bits should bc an crpliut part 
of the witness mining program, along witb an -planation of the meaning of the standvd 
quest ions .  As FPL is awace, part and present NCRC mitncsscr have limited prior experience 
as a witnms bcforc the FL PSC. As a rcsult, these individuals may not have fd 
u n d m s t a n d q  of thc regulatory process and thc implications of their testimony. Thus 
u<tncrr training should include an crplici< d c d c d  discussion of the importancc of updating 
one testimony and meaning of counscl’s standard questions for c v q  witness. 

FPL and die FL PSC staff should revisit issue of intra/intcrqcG document production, 

One of tlic biggcst concmns iden&cd by Concentric’s investigation is tbc ownership and 
consistent updating of EPU Projcct reports. Often in late 2009 tberc reports were 
inconsistent and did not n e c c s s q  reflect the most cmmt i n f o m t i o n  or accmate 
information available. FPL and die EPU Project Team should establish and implement 
erplicit report o m c ~  (by position). In addition, thc FPL and the EPU Project team should 
establish and implement an cxplicit report s i g n  off or &rent procedure. ThL procedure 
could bc moddcd off of t l ~ e  current Invoice Rcviem/Approval, checklist foun. In addition, 
the report sign-off and dissent process should includc a lhk to tbe ECP or otba simikr 
program for anonymously n o e i n g  superiors in the cvcnt of a concern wid, project 

2. 

3. 

4. 

reporting. 

5. A s  part of our investigation Concent& icriewed list of insteer to die ESC presentations. I t  
w a s  rcportcd that no list of thc ancndecs to tach mccdng is malitaincd. Noticeably absent 
fiom thcsc list of invitecs is a rcprcsmtati~c from regulatory affairs. Given the importance 
and scale of tbc EPU Projects, and the spccial & s t  rccovery treatment bckg afforded to 
thcse projects, concentric bdieTes it is necesrvy to malie c& that a rchtiTely senior 
membcr of regulatory affaLs attend each of &cse meetings. In addtion, the EPU Project 
Team should document mmeS of cadi attendee. 

Concentric also believes FPL should rcvisit the merit icpordng rdationrhip of the EPU 
Project Controls Director. While thc clxngc to  repoiring to the Vice President of Power 

TJpratc is seen as positivc dcrdopnxnt,  the rcpoaing relationship of tbe EPU Project 
?Controls DLcct should indudc smnc f o m  of either a solid or d m c d  line outridc of d ~ c  
EPU Projects. As an alternative, FPL could also considcr fanning a scparate Project 
Controls departmen< similar to Integrated Supply Chain dcpartmcnt. ‘ I b i s  scparatc Project 
Controls dcpirhmcnt would cstablwh its own set of dcputment procedures and instructions 
mlich would tbcn bc applied consistently P C ~ O S P  thc FPL Group. 

> .  
6. 
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7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

Concentric’s review Project statur/probabllistic based conhngency should be developed and 
used as supplement to or repkccment for current balancing variable approach. 

A form1 internal process should be used to approve and communkate EPU budget, 
forccast or estimate changes on total projcct basis @.e., not annual). This process should 
indude a report c h e c k t  to make certain dl rcports are updated consistently once a ncw 
budget, forecast 01 estimate is approved 

CR dorure processes should be reviewed to follow up on adequacy and &&ness of 
corrcction/mitigation activities. aohn, you d know bcttcr than I, but I believe this would 
have far reaching implications and the program is probably opcradng consistent with other 
nuclear planu. I bdievc the real problem may be with thc h d h g  and clorurc of dsk 
mitigation pkns which are produced Goni CRs. The project now has an action item list that 
ncedr to include these risk mitigation pkns and the steps for closure. Perhaps this should be 
updatcd and revicwcd weekly, along with deadlines for drk mitigation pkns.) 

Polides should bc used to dehnc key terms and bares for project indicators, as well as 
document pulposcr of standard reports and the report ownus (by position). 

Use of indepcndeot sourcc for cost estknate revlev should be expanded to PSL, and 
cspanded or rvirapolated to all units 

Fully s t a f h g  EPU positions and reducing employee tll~norer need to continue to be lug11 
piioritier 

The results of this investigation should be provided to the Corporate Responsibility Officer 
for use in improving eniployce confidence throughout the organization. Management needs 
to  be aware of and understand tlic current fear of retaliation and m l t m s t  which exist5 at 
lower levels of the organization. 

.I report review/lessons-learncd scssion should be held ulth EPU nlanagement after tlus 
investigation is closed. 

Organizational readinerr assessments should be undeitaken pdor to commencing complex, 
largc-scale projects. This should indudc a detailed review of the Project Pian to ensure it 
clearly specifies how the project team will evolve and managemcnt’s esppectations regiu-dmg 
the development and updating of the projcct schedule, cost estimate, budgets and repolts. 
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3 2010 to conduct an indcpcndcnt 
Letter'. Purruznt m Concentdc's 

9 :dated to the paformancc revicw 
mcludmg the per€o-ce of spcci t& FPL. Concentric ucdcrstands that thcsc 
matters arc being and will continue to bc handled Aternally by FPL's Human Resources department. 

Thc remainder of ouz rcpozt is organized in to eight sections. Section I1 presents a mmmaq of 
which was used to pcrfonn tlG matter. Section 111 includes a s u m m a y  

of the Ala& Lctter. 
Lctter occurdng between 

to FPL's dcdsion to 
proceed with the Ertcndcd Power Upratc Projects st the Company's Saint Luck ('TSL") and 
Turlicy Point CTTN'? Nudcar Power plants (TPU P1-ojccts"). As discussed M c r  in this section, 
Concmtric has focused its aamtion in this matter on thc nudcac unit Flodda due to the statc 

m e r  and Concentric's 

of Concentric's b & g r  related to the flom of infoxmation from FPL to the Florida Public Scmicc 
Commission PSC') and its staff CFL PSC Staff') can bc found in Section VII. Similady, a 
rcvicw of the flow ipfonnation FPL can bc found in Section \TI. Finally, a x&ew of 
Concentric's &&gs and spccitic rcco-endations can be found in Scction 

bcr including rcfcrcace to zn 10 rtrponrc to th 
of key events rdated to th 

Jmmy 2006 and March 2010. Section V revicm 

/ &&tory smctuce. Secdon VI rcviem thc implications of the 
iavcstigation on tLc Nudear Cost Recovcly Claurc ("NCRC') do e- m 2009 & 2010'. A rcvicw 



CONFIDENTIAL 

CONFIDENTIAL 

11. Concentric \Vork Plan 

A. Souccs of inf ornlattog 

Concentric’s investigation into tl”s imtter relied upon hvo &tical pd~wnys  for information. Furl 
Concentric suhnuttcd a nuinber of requests for documenmion to ITL, in ordcr to dccpcn our 
knowlcdgc of the allcgntionr S C ~  forth in t 1 , a L t t u  and to independently confirm dctdr 
provided to us in the intenicws described helow. A log of Concentric’s docwncnt request can bc 

3 found in E s l s h i h i ~ .  

Concentric nlso requested and conducted 13 separate interviews. Eight of Concenuic’r intenkws 
were conducted in pcrson at the officer of FPJ. or at an off-site location depending on the location 
of tlx intcwicwc. Thc rrrnnining h e  interviews were conducted vir telephone. AU ol 
Concentric’s htcwiews occurred bcnwcn thc wecks of March 15‘ and Apnl 12’. Concentric 
selected specific indit,iduals to hc intcwiicwcd bmcd upon the sllcgatiionr contained witb the hlnrtin 
Letter, ow pdor ioten&ws, and Conmenuic’r undcrstnnding of dic EPU Projects organization. 
Concentric considers the names of the individuals UT intcwiiewed to be contidentid 

Prior IO beginning each inrcnkv, Conccntdc revinred the FPL Code of Busincsr Conduct and 
Ethics (the “Code’) with each intedenw. This rcviem included a specific discussion of tach 
cmploycee’r “rcsponsibilitp IO report any achlal or suspcctcd tiolarion of a I w  01 regulation, m y  
acnial or suspected €mud, and m y  other violation or suspect violation of this Codc.”’ Su~ddy,  
Concentric rcitcntcd the Company’r non-retaliation cor-tmmt outlined in the Codc‘. At the 
conclusion of cach intcmicm, the intcrvicwees \\-ere given an opportunity to rcvicw any additional 
concerns they rniy 1m.e had. 

The inforimtion Concentric rclicd upon in this invcrtigation w a s  supplcincnted hy Concentric’s 
existing lino\vlledglge of thc EPU Projcctr organization. This knowkdgc WIS gained tlirough three 
ycars of reviewing ihe project management processes of the EPU Projms for FPL a6 part of the 
mnual Nuclcnr Colt Kccover). Clsure filLlgs. 

B. Indcoendcncc 

3 ’llwoughout Concentric’s inwrtigation into the allegations contained within t h c m t q  
Conccntric maine&wd indcpcndcnce from FP1.k I.cgd and Regulator]. Affaus dcparmmits. Our 
appmxclr to invertignting tlw V L e t t c i  :nd thc allcgnuons conmincd tbcreio is oiir own, and not ‘ tlw result of spcciGe dircctions roin FPI, its cmplopc~s or cofmactoIs. To this end, t;pL did not 
place m y  constraints on Concentric’a ZLCCCSI to infomiation 01 curcnt and former cn~plopecs. 
Lastly, Conccntric w a s  not conruaincd by budget or schedule cxpcctationr on the part of FPI.. 

Conccntric’s tindings in this inrttcr arc based upon OUT revim of original SOUIC~S. Concentric did 
not rcly solely upon stiltcinetits L FPL ctnployees or contmctan. Instead, Concentric rcviavcd 2nd 

?verified nrseruons inadc in t h b  lxtter and Conccntric’s iotcrvicw with contcmporaocous 
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documents produced by the EPU Project tram, whcncva possible. The documcnk m k d  upon as 
pat of T&s invcs%tion nre presented in Erhibit X X  

C. Kev oucstiont 

b conccnaic’s review of 

. 

Letts and OUT int&ems, identified fine aB These key qucstions arc directly &cd at  
+dons xis& in th 

key questions dech needed to bc answcred by OUT 

dctcrminiag wl~vthcr any imprnddcnt costs wcrc passed onto FPL‘r customus or if FPL intendonally 
mihheid information from the EL PSC. 

Foremost vnongst Concmt ic ’~  keys questions is mhcther FPL has made the corrcct decision to  
procecd with dz EPU Projects in kght of thc bcrt i n fomuon  a d b l c  at  the t ime dcdsion was 
made. Secondly, Conccntic notcd a need to determine if a y  costs mere kcun-cd that should not be 
parsed on  to  FPCs custorncxs on the grounds of imprudent dcciiion riding. Tlicd, we d c d  
whedicc the information provided to the FL PSC and thc interveners in each of thc NCRC dockets. 
mas accuuatc, consistcnf h d y  and 1eli2ble. I F  no5 Conccnldc sougbt to determint  what allowed 
ihis to o c w  and why. S k d a d y ,  ConccntcG songlit to dctruninc if thc information flowing from 
tbc EPU Projccts to FPL‘r crcmtinc managemmt w a s  accurate, timely, consistmt and reliable, and 
if no^ what allowed d& to o c a  a n d d ~ y .  Finally, Coz~cenhic sought to  dctcm?inc which polices, 
processes, and procedures need to bc addxcssed as a result of tlicsc findings. 

$ 111. bummary Level Response t-1 . -. . . . -. . . . . -. 

3 Exbibit prescne a copy of thc tter. To the od+d lettcc, Concentric has addcd its 

In ad&uon, each obs-tion conLains a citation to t h i s  report in order to  provide a “roadmap” to a 
smmuy-levd obswititionr that OUI investigation of the allegations contained thcrcin. 

4 remewci of the A h &  Lcttcr and Concentric's report. 

5 A s  can bc s ~ c n  in &Libit 322 a numbcr of the dcgmtions raked in th RCT wu-e shown to 
, be accurate. S~ccificdv, Conccnldc has notcd documentation - 

I- - statcnxnfs rclattd to the &&% of tlx initiai scopiq studies by Slaw and die repcatid clungcs Ui 
the o v c d  project scope. Howevcr; Concentdc beliwes die shifting scopc of the EPU Projects to 
ham: be- tLc prdctable rcsult of die evolving design which is inhercnt in any co~nplea pmject. 

‘7 -Along thcse same lines, Conccntdc har reviewed ccrain re&& relied upon b o  to 
support bis assstion that aS of Nommbcr 7.009, die EPU Projects were condnuing to measure rheu 
cost performance dclatirc to  the oi igbl  2007 Cost c s b t e 5 .  nxsc  reports, the Novcmber 

ject Cash Row Report' and &e PSL b u d  Project Cash Flow Repod,  conhmc 
sation. Concentric did note, homener, that the Novunbcr Erccuuve S t c c k g  
(TSC”) presmixtion pravided tbe updated cost forecastg. 

Also n o t c w o d q  L ~ C  Conccnmc’s hndhgs iclatcd to d h  evolution of cost estimates oi forecasts far 
the PTN & PSL EPU Pro’ectr. As shown on P . 3 of E = b i t  Conccntic has found e+idence 
W l i C l l  indicates til ]d die- ~ C T C  dcrtcd to t l ~  potentid io 
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for cost ovcc-runs at PSL as early BS April 2008. A similar opportunity war notcd in Dccctnber, 
2008 \vhm thcsc individuals wcxc presented d h  II prcliminal7 revised forecast for I’SL. ’Illis 
followed the award of am cnginccring, procurcment and construction (“EPC”) contract for the EPU 
Projects to Rechtcl. At this timc, the PSI. Project Tennr was told to condnuc rcGning their forecast 
until Februar). 2W9 whcn it war reviwcd again by tlic EPU swior mamgement. As notcd bclow, 
the prelitiunnry forcast in Fcbrunry 2009 \vas within npproxiinatcly S l l  million, or 2%‘: of the 
forecast ultinntelg provided to FPL’r tnanngcnient u> July 2009”. 

/Or.erall. Concentric hns found and Ius allegations to bc aediblc. Thc basis of this 
afinding includes Concentric’s intcnicw wi 1 -, tl le fact t l , a ~ c l i o r e  fo rend tlus 

ctnplogmcnt Iurtory includes thc prcviour 

contractor at FPL’s FIN rite, as w d  as othcr nuclcnr facilities in thc US. It is important to note 2 that l T L  had ctiough confidence it -to give him rcsponsibiliv for mululdc m i o t  projects 

awwe er-er~ aspect of the EPU Projects, it would not bc fair to as under- or 
and a staff of approsimatcly 100 people . \Wdc it ( m y  he fsk to ray that 

pomly qtulificd for his position 

i) non-anonymour basis, docuinenauon pro uccd oc cited by 
capable project conmlr employee n.jth 2 A.Ioreote.cr, Concentric believe 

within his function. 
tlic-and many years of prior project controls cmplogtncnt RS a 

10 Pollowine our intcrviicw witli-on Alarch 17, 2010,- notiticcl Concenuic and 
SpeciticnUy,-notcd 

“that I mi the next target for ctimination from [name withhdd for contidcntirlit+ organization. 
Ilc told nic in private that he doer not intend [sic] being Grcd 2s I& predeccrrori for poor 

mil on hiarch 19, 2010”. . 

perfoonnance and hc will not Ict a affcct his mnn;lgemcnt cffectiwners.” A copy 
cniail to Fl’L’s Legal department. 

by thc FPL Human Rcsoruces 
departinem. 

IV. Chmnology of Evcnts 

h chronology of tlic EPU Projccu is prescntcd in Exhibit SS. A summar). of the cllronolog); 
including thc mior cveiits relevant to Concentric’s review are Itighlighted below. n u s  chronalogy 
waz used to mom fully understnnd tl ic ongoing dpnanucs of the EPU Projccts and thc prccisc timing 
of certain EI’U Project activities. T h i o  chconology should not be vicwed as a cotnprelmnsivc history 
of the EPU Projects. 

The EPU Projects bcgnn in 2007, at wluch tLnc PPL undertook a n  initial scoping study to dctcrmine 
B rough order of inagnimde (TOW) cost estimate based upon B preliminary asscwnent of the 
coznpancntr wlucl~ would require rcplacemcnt to operate at tlic upmtcd conditions”. Concentric 
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understands, as o+y proposed, the EPU Projects mcrc urpcctcd to wmmcncc opcntions post- 
2012, but wcrc advanced following thc FL PSC’s rejection of the Gkdcs Power Puk Dcte&ztion 
of Need in 2007’. 

In thc winter of 2007 and ZDOB, FPL retained Sham to review FPL’s initial smpi, study and to 
c o n h  or rcjcct the results of this d y s k  Conccntdc undcrstaods from OUT int&cw that these 
shldicr genually did c o b  the F’PL scopbg analysis, but some discrcpanaes related to tbc 
rcplacuncnt or refurbishment of certain wmponmts &tcd for Turkq Point The initial cost 
esrimatc induded a condngmcy docation of approrLnatdg 45%”. 

Soon after ~ h c  completion of the sham scopiag studies in ~pril2008, the PSL EPU project team 
idrntified tbe potential to uceed  the o u p d  FPL & Sham sooping cstimatcs. At this time, PSL 
.initiated Condition Report 2008-11443 (the “CR”) which stated the  ‘ZPU Project Feasibility Study 
may not Lave capbucd the full 5 p c c t b  of modificatios neccssaq,” for tbc upratc’. In rcsponse 
t0 this CR thc EPU Project Tcam developed a ‘%gh Risk hZltigadon Plan” which was attached to 
the  CR”. The High Risk hiidgation Pkn includcd concctivc actions which wcrc required to be 
completed b’  ‘&cPU. Projcct team including preparation and submission of a revised cost cstimatc 

Conccniric 

Conccntic rcquestcd a wpy of tbc revised cost crrimate prosmibed in the High Risk hfitigation 
Plant, but m a s  told that this domncnt could not be located, nor could its existence be confirmed. 

On No-bcr 7,2008 the EPU Projects’ EPC vendor submitted a revised forecast fox PTN of $262 
h a 1  for the PTN EPU“. Tnis compares a scopiag analysis assumption of $225hI”. 

h tcr  in Dccunber 2008, the PSL Project Controls tean1.p.i. idendiicd’tbe potential to cacccd the 
o& forecast folloaring the execution of the EPC agrccmcnt with Bcchtel A pr-aq, rcvistd 
forccart for PSL m a s  prepared and providcd to the EPU Piajcct hhnaguncnt  at that h e .  Thc 
EPU Project Mamgemcnt, however, rcqucsted that tbc PSL Projcct Controls group fuahcr r r h e  
and dcvdop the  revised forecast 

CR-2008-37753 noted that the EPU proj&t is a major change for PSL and‘should have a change 
managemcot pkn in pkcc. In addition, CR-2008-37753 goes on to 5tatc that CR-2008-11513 w a s  
dosed Gth scvcral fumc actions wntained within a dsk 16tigatioq plan and tracked scpaately 
within t$c EPU F&k hlidgation Plan. CR-2008.37753 concludes that thcrc w a s  a “‘missed 
oppomxJty” to SCICCP CR-2008-11443 as a CLangc tnanaguuent planz 

among othq ituns. T h e  High i to 
ut not rh 

2 was t h c w a n d  ~~ ~ - . ~ ~  ~-~ pcn mtly d c t c m F  th- ’’ ’ h Risk A 

- 

A second meting to review tbe reviscd PSL forecast occurred in Fcbiuary 
3 attended by the EPU Project hlanagcmcnt Team and rcportcdly include 

16 noddr Public Sm- C O m m L ~ o s  Ordu No. PSC484021-FOF-E1, Jam- 7,2008. 
17 Flodda P o m u  & Light Coqmy’r Pctirion to Dcnrininc Nccd for Expnrion of Elcctdvl P o w  Pknr nod far 

Exemption fmmm Rule 25-22082, F A G  Docket No. 070601.E1, Scptmbcr 17,2007. 
16 CR2008-11443, “Dcwilcd Dcscdpdon,” Apdl3,20OB, p. 1. 
19 Ibid., p. 8. 

21 CITE SCOPING ANALSSIS 
1, ADD CITE TO CR-2005-37753 

20 trre JULS 25, 2009 PTN ESC PRESENTATION 
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A rimikr urcr&,c arasunderralicn for PIN in Mvch 21309 and PTN bcgan to rcport ik pcrformancc 

c 
tbe rcvircd csdmatc s t i l l  had to bc " d d a t c C  and because and 

Homvcr, thc PTN Projcct Team mas requested by 
to revise the iaitial reports, to mcaswc cost puformance rdatim to 

m- r I 

"ertcnsire effort [mas] about to bcgin to evaluate pT?I's cstimapd~ 5ost to complete for [sic] the 
not satirficd wi& thcrc 

mstmcbons, but chose to comply with tbc hstmctionr 1 is nonetbdcss. 

In A p d  2009, the EPU Project hlanagemcnt began a dctdcd cost review of the unregulated Point 
Bcach EPU Project TXs rcvlmindudcd Chc scqucstradon of the EPU Project h h g e m c n t  T- 
at Point Bcach for a. pcdod of two to three mcclis in A p d  Upon tbCir rctum, the EPU Project 
Director m+cd &om his p SLaikr und&g was begun for tbc 6 PSL and l'TI-4 EPU Projccrr. replaced on hiay 1,2009. 

7 Also on hlay 1, 2009 the 8 090009-E1 before the F'L P 

P T N  EPU Project"? Conccntdc was told that th 

&act tesdruony in Dodiet 
tated 'The EPU projcctn are 

direct teshony statcd progrcsring on schcdulc and w i t h  budget." 

At d e  end of May 2009, the EPU Projcct Management Tcam reported to the ESC that the Bechtd 
EPC estimates had increased to a lwel in cxccss of Bcchtel's indicative bid". This increase was 
rcported to be thc mult of biglier than urpcctcd projections of field non-manual and m u d  labor 
110urs30. Similarly, the current EPU c s k t c s  WCIC reported to indude redundant projyt 
mvlagcmcnt and oversight cosk wkch may bc able to be eliminated to reduce the EPC vendor's 
forecast". Finally, it w a s  reported that tbc EPU scope had grom to be Iargct than the in$cahvc bid 
presented in November 2008. The EPU Project hhagcment Team notcd that die cuumt 
estimates N C ~ C  based on prdiminary design informadon, and tbat the projKt w a s  in the process of 
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refinrpg ncw ‘lcvcl 1” ~ s k t c s ~ .  A k q c t  complct+n date of Jmc 30,2009 for tbhc new ’ l e d  1” 
C r b t c s  was pracnted  to the ESC at tLL race&$. 

~ o l l ~ o ~ i n g  the &y 21109 ESC prcscnration, the EPU Project T- d c a o o k  an EPU ~o-tion 
Scope Review for both PTN l a d  PSLs. 121c results of these rcvLrw wcrc presented to WHOM on 
Jwe 16. u)O9 and rrcommended thc elimination of a s u b s b t k l  n u m b u  of modifications as not 
n.-sarg to opcratc in ap upratcd conditiod’ 

The subscqucnt ESC mcetiOg mas bcld on Jmc 23, u)09’6. In this prcscntation, the EPU &r 
nt team noted that the E P U  Projccts wcrc completing ‘Zvcl 2’ crhatcs  and rutmted 

rhr C O ~ C C P ~ S  rda ted  to thc EPC ~ 6 t i m a t c ~  since Bcdtd‘s indktivc bid in Novcmbcr ZOO@’. niir 
prtsmtation was r.datmcly short and p redpk tcd  thc more det l ied cost rcvicw in Jdy 2009. 

During the intwCning puiod b&em die Junc andJuly 2009 ESC prerm+ations. tbc EPU Project 
Tam upcnded c o & b l  effort to produce a dctded, ‘linc-by-line” cost rcvirm for both the 
PSL aad  PTN project. Concuncntlv, a dcdsion to rcpkce tbc EPU senior manwant team wzs 

At the July 23, 2009 ESC prescntatbR tlic ncm EPU senior managunmt t e r n  was introduced and 
the l?$C mar briefed in detail on thc revised cost forccvt At this time, thc forcurt for PTN - 
i+ed upward by approaimatdy $161 million fmm $719 r d h n  to $910 d o n ” .  S W y ,  the 
PSL forecast w a s  revised upwaxd by a p p r o h t c l y  $140 mill$n from $656 d o n  to $796 miUinn3’. 
The slLlcr wl;l+ prcscnted d& infoation to tbc E X  noted that &e ‘hirrent budgcf’ w a s  bJng 
inCi.t+sed to dic “current forecast‘”. Simultancouzly, tbc ESC was a d h t d  that the current 2,009 
NCRC frasibility analysis included the  o w  cost forecast, m d  revised feasibdiy scenados were 
prcscntcd bared upon tbc current forecast as of July 25,2009“. These rcvired fcaribiliy sccnados 
did co& tbc continued c o s t  cffectivmcss of rhc EFU Projects. 

No ESC meciing v a s  bcld in August Nonctldcss, both EPU projects did producc a monddy cuh 
flow report In t h e  case of PTN tbe Total Project Cash Flow report m a s  not updatcd to rcflcct the 
rcvircd foiccast dmt bad been prezcntcd to r~ccutivc managcmcnt on July 25,2009”. In contrast, 
b PSL h u a l  Projcct Cash Flow rcpolt w a s  icvicwed, the budget perfaunancc indicator nras 

’ 
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changed to Red, and the total project cost suinnmy presented on dlir rcport continued to be shown 
as "under review"". 

NCKC heirLigr in Tallzhhnrrec began. During these hearings t i l a  
took the stand and indicated tlut should hc he nrked the same questions 

dircct tertiiuony his R ~ S W C T S  would rcmam the same". 

The following day, Scpteniber 9. 2009, the PSC \vas prescnted with a newly revised forecast that 
fundm increased the cost the EPU Projects hp appmsi~in~ately $104 AL\t for both sites". This 
presentation stated that npproxiniatcly 30% of the total pmjcct costs liwe "high certainty"'. 

At thc October 22,2009 ESC meeting, the ESC \VAS ndl&ed that tlic current forccart for theproject 
w s  unchanged, but the contingency had decrcnred by nppzoximatcly $12 idllion''. In addition, thc 
AFUDC crtimntc w a s  dccrrised by nppmximatelg $ I  50 nrillion to $200 nillion4'. A footnote in the 
presentation indicates the APUDC w a s  reduced to rctlcct FPL's pro-nta $,arc of PSL Unit 2". 
Concentric notes tlmt tlic rcinaiaing values shown in this presentation are depicted as the fid cost of 
the EPU Projccts regardless of oumerrlup. 

Also in October, PSJ, produced two Annual Project C h h  Flow Kcports with different budget 
perfonnaocc indicators and diffcrcnt total project cost aummarics. The first of these reports ir 
dated O c i o h  1, 2009". This report includes 2 red performnnce indicator and the tutal projcct cost 
summaq- is listed as "under reiinv". The second rcport is datcd October 20ffl. The hudgct 
pcrfonnnnce iiidicator in thir report is listed as ycllow and the total project cost suiimnry is cliangcd 
to $651 nilliod'. No one with whom Concentric spoke could csp1aL1 thc diffcccncc or thc ce;lson 
for thc nvo reports. 

A. p z  

Concentric lms dwcloped the bclow conclusions which nrc rclcvmt to the five key questions noted 
in Section 1 1  

0 Tlx original FPL snd Shaw scophg smdier provided thc basis for FPIlr decision to procccd 
with the EPU Projects in 2007. 
The EPU senior project managemcot \vas alcrted to the potentin1 for costs to crcced 2s early as 
Apd 2008 through CR-2008-11443. 
The EPU senior project nlnnngein~nr rcvinvcd a prellidnnt)., revised cost cstinistc for PSI. as 
early RS Dcceinbcr 2008 and a inore refined vcrsion oftliis anrlysir in Fcbnwt). 2008. 'fie EI'U 
senior mmagemcnt pccpared the July 25.20ffl ESC prcrentationr with the intent of providing a 
detailcd, line-hy-line review of the chmger to the cost c r h a t e  
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As of July 25, 2009, PPJ, believed the EPU Projects continued to bc cconomic based on the 
revised cost estinmtcs and projected incrcrncntal output. / na-,,aS aware of and misted in the presentation of a revised cost cstiniate 
to FPL’s executive inanagcrs as of thc Septembcr 8, 2010, thc dntc on which hc prercntcd his 
directed tcstiniony in a lieiring before the Florida Public Scnicc ComNrsion. 

V. 

In determining whcthcr EPU Project costs were pmdendg incurred the FT. PSC will hc concerned 
with two items. First, is whether the dccirion to procccd with the project \\as pntdcnt b i d  on the 
expccted economic and other benefits to PPL’s curtomcd That question is dcsctibcd bclow. 
Second, the FL 1’SC w i l l  bc concerned with whether the p~oject’a costs wecc prudently incurred. 
n m t  is to say, arc t l~e costs for which PPL sought end is rccking m o v e ~ y  in dockets 090009-ET and 
100009-EIv the rcsult of pmdcnt dccirions by FPI.’s and the EPU Projects’ managetnent. nus 
question is sddrerrcd in Scctioa VI bclow. 

The initid decision to proceed with the HPU Pmjmiectr um riiadc in 2008 on the basis o f  FPL‘s and 
Shnw’s pmIiminsi7 scoping nndyrir which pxcdicted, at a higli Icvcl, u.luch plant components would 
rcquk rcpla~~iiicnt or modification to support t l ~ c  increased output of thc plants. As war 
nccessarilg thc case, that work uus coniplchd absent nng dctrilcd design work. The information 
pmmted in this study was urcd as one component of a fcrsibilit). analysis \%hicIi cornparcd die 
opcmting cost of ITL’s portfolio of gclicntiig resources with and without the EPU Projccd’. ’L‘lun 
analysis relied upon the projcctcd levcl of increnxntal output, die comnicrdal operations datcs of 
the EI’U Projects nnd thc duration of thc outages, in sddition, to thc estimated c o s t  to complete thc 
EPU Projects. To the ertent the mource portfolio that included tlic EPU Projects \vas projected to 
be cheapcr to opente than the generating portfolio absent the EPU Projects. it w s  dccrrrcd the 
EPU Projcctr WCIC in thc best interest of FPL and its cuitomccs. Tlus  thc question becomes would 
“pcrfcct” reporting of the rorircd cost cstLiirtcs have materially affcctcd the fcasildiv analysis and 
iiifluenccd PPL’s cxccuuw nmnagement’s decision to proceed w i t h  dic EPU Projccts in 2008 or 
again in 2009) 

It uould not bc appropriate to assumc FPL’r exc-ccutiw nianigcmcnt should have beconic m w e  of 
the revised cost crtinatc in December 2008. The estimate that w s  prepnrcd Pt tlus &ne was 
ieportcd to bc preliminat). in  n a m e  and warranted additionnl reviicw by the EPU project team. 
Nancthclcsr, the EPU senior mnnagemcnt could have tahn fl& opporlucdy m riotify PPL’r 
csccutive nmmgetuent of the potential to revise the forecast in 2009. Virtually all of thc 
htcrviewces agrced with this conclusion. 

It is Concentric’s condosion that, at-best, warmess of a revised forccast could hnve been unproved 
by six months. Concentric bclievcr tlic six month time fmmc ir appropriate given the Fcbnmy 2009 
meeting bchvcen tbc EPU senior innnsgenicnt 2nd the PSL project tcaiu. As notcd above, this 
inccting followd an initial cevicw of thc PSL cost cstiinatc in December 2008 and presented a 

FPL’s Decision to Proceed with the EPUs 
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revised cost cstLiiatc that \vas within $11 inillion or npprorunntcly 2 percent of rlic PSL cost 
c s h a t c  that was provided to Fl’L’s txecutivc innnagcincnt on July 25, 2OKJy. 

Following a conclusion 21 to how much nwarcncrs of thc rcviscd cost crtiniite could have 
improved, Concentric cvaluatcd whether t l i i  would h a w  been likely to affect lTI,’s decision to 
proceed with the EPU Projects. I n  this rcgad, it is important to note that contccnporancom with 
the rcvision to tlic cost cstiznate, PPL also Icamed that il Iugligllcr L i d  of incrcmcnml output may bc 
produccd by the EPU Projects. TlGs additionnl output was thc result of more dcniled E I I + C C ~ L I ~  
whicli had been compktcd since tlw original sccoping s m d i m  in 2CQ7’? 

As noted above, FP1,’s dccision to procecd with the EPU Projects was based on an economic 
fcaribility analysis wluch mlied upon tlic cspcctcd incremcnrd o~uput  of die facilities 2s WCU as the 
rqmt  cost, among other items. Due to the increase in the projcctcd output ofthe EPU Projects, 
tlic cconoinic fenribility aiialysir WOS not subrtantinlly affected by the revised cost estimnte. Indeed 
the July 25, 2009 ESC prsentation for PSI. indicates the HIW Pcojcctr cotitinuctl to be economic, 
although approxinntcly 14-58% leas so, at the Iiig1,er cost estimate presented during that mceung? 
Thus, advanced n ~ ~ m e n c s s  of thc increased cost estimate would not have nltcrcd EPL’s dccision to 
pmcccd wvitli tlw EPU Projects. 

VI. Tlic Pass-Tlirougli of EPU Costs in tlic NCRC 

/Concentcic’s rcvicw of the=Lettcr liar Illusmted the distinction bcwccn tlie cost cstiinauon 
process and the iriciurence of specific costs. ‘The fornicr is the projection of humre costs without 
the acmnl cxpendihue of conipany or custonicr dollars. The Inter is mare criticill to the IiL PSC’s 
rrvi.icm and i n d v c d  the ncrual expeadimre of company nnd customer dollars or the corniniuuent to 
do so nt a Inter date. 

3 Th-Lcttcr indicntcr-concerns are specific to the cost crtizmtc process witbin 
thc EPU Projects and niom speciftcnlly tlic rcxlrtin of revirions to cost crthatcs to FPIlr 

3 esccntir~e managenlent and the ELI’SC. Tlx-docs not idoitify any costs \x~hillich PCC thc 
result of an impncdcot d o n  by FPL Concentric confirmed tl<o understanding of t h e m  

Sidzt ly ,  Concentric bas not fowd m y  indications of cosk that WCLC the m u l t  of knpmdcnt 
decisions OT actions on tlic part of lTL% management. This cnnclmion was reinforced by evcely 
intcrvicwte with whom Concentric spoke. \ Y k n  nrkcd wvlmhcr they wcre awmc of any coots thar 6 should not be passed along, tlic unanimous ans\vcr was ‘ho”. hdced, -ackiowlcdgcd 
during out interview that “he costs d l  be \vh.hat they [amy and llir C O ~ C C ~ S  am rclated to flow of 
infomiation to EL PSC. As a result, Concentric bclicvcs thcrc MC no costs which should be suhject 
to dirallowance by thc FL PSC. 

S-Lct te r  during our inteivicw witl- 
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Concentric Ins, howevec, bund evidence that suggests conccms with the ccporting of revisions of 
the cost cstiiintc. Therc documents and thc concerns am dcrcribcd within Sections VI1 nnd W I I  
below. 

\TI. 

A. o f l n q u k  

nie  chronology ofcventr prercntcd in Section I\' of t h i s  rcport led Concentric to focus on dw 2009 
NCRC proceedings" in order to assess w b c t k r  the infortmuon presented by FPL in thore 
procecdings relating to the DPU cost errinmtcr, schcdulc, and cost-effectiveness um consistent with 
the rrandnrdr erpccted for testimony bcforc, and submissions made, to a regulator). ngcncy. 

There weie tlxcc separate sets of activities in thc 20ffl NCRC proceedings in wliich inforinndon 
about tllc  tatu us of the EPU WRI presented. Thcrc of activities arc the 1) p c - f h g  of testimony, 
both direct and rebuttal, 2) pmduction of documents and nnrwchg of jntcrrogatoricr in the 
dircovcry pmccsscs, nod 3) tcrumony RI the hearings. In the 2009 NCRC proceedings, prc-fdcd 
testimony on these niattcrs was submitted on hIay I, 2009 (direct) and August IO,  2009 (rcbuttal); 
documents iverc provided and interrogatories wcrc respondcd to from January, 2009 through the 
heXing; the IicarL~gs on thcsc issues were held on Scptcinber 8,2009." Sin- an ilnportanr eleinenl 
of tllis invesugation has becii about the timclinrss of intcmal 2nd cstcrnal information flow, w e  haw 
charen to ciatnine FPL's actions in the three separate timefrsmcs discussed above. 

Thc Plow of Information to the FPSC and Other NCRC Parties 

B. pic -filed Tistinion): 

W L  presented form witnesses in the 2009 NCRC prOceCtlingS on issucs rdntkg to thc EI'U 

'lhc issues \ d u n  the rcopc of schcdulc rind 
direct testimonyu, and rponsmed </ cort.effcctivcncrs uf Ihc EPUr. 

c h y  him, and that inform.&on W A S  used in analyses". if,. Rccd's - 
tcsuxnony related to nuclear project controls, proccdul.er, policies and practices, and thc prudence of 
PPL's costs. He offered 110 crtimatc of the projectcd costs to colnpletion or opinions on I ~ C  cost 

(f effectivmesr of the EPUs. - testimony rclatcd to tlic accounting for FPCs incurred 

~- 
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COS- and the 2009-2010 oroiectcd costss. Shc did not otlcr nny ~stimate of tlic woiccted costs to ~I , _ .  ~~~~~~ ~~ 

completion or opinions on the cost eflectivcncrr of tlic EPUs. Therefore, our zevieicw hnr focused 
1 on tlic t e r t i m o n r o m  and, to a Icsscrcxtent,= 
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On Fehmnq- 17, 2009,-war prcscntcd with nn analysis preparcd by 
Project Conuolr and d ~ c  PSL site that their current cost cstinmc for PSL is $129 
million shove the May, 2008 cstlmte” 
By hlnrcb 26, 2009 the PTN site train had also concluded that tlic cost crtimate 
sliould be raised above the &lay, 2008 estimate; a decision is made to not use thc 
lliglier cart crti~natc” 

8 -participated in devdoping il prcscntition in late April/carly blay 2009 
informing the ESC thnt while Rcchtcl had estimated higher costs, his cost estiniatcs 
for PSL 2nd PTN w c ~ e  tmclmgcd from the Mag, 2008 errinmtcs; thc Projects’ cost 
status is shown as “green.’”‘ 

As sBown by thin c~~ronology, the EPU‘s cost csdnmtcr were dearly in P stateofzapid flux by May 1, 

had not reported to the ESC that an increase wns nccdcd. On the 
cvididcnce to indicntc that an op\vard revirion to thc cost estimate 

LJ contraty, W I I ~  

s reports. 

?!!!!%!;I.teit\\lrd. 

reported to thc ESC was conristcnt with what his Dircct Tcstiinon 
\Vlik it is inherently a matter of judgment. Concentric does not believe that 

8 lay 1,2009 Direct’restimony \\.an outside the bounds of ncceptablc conduct as of thc 

C. 

Concentric rcquested, mccivcd and reviewed all of the productions of documents and interroptoiy 
respanscs subinitred by P P I .  in Docket 090009-El pertaining to the EPU budget, schedule nnd cost 
cflectivmcrr. Our rcview led us to follow up on one interrogator). response, submitted in ccsponre 
to Snft‘r Fifth Set, No. 53, for further m~d)5is’~. This interrogatoiy response, which is attached as 
Exhibit SX’, sought il listing of each nnalyslr that FPL w.zs offering to satisfy thc iequirwicnts of 
Section 366.93(5) PS., which requkecl an annual comparison of the budgeted and acmd costs as 
comparcd to the cstimatcd in service cost of iiuclear projects. The r q ~ o n s e ,  which \vas submitted 
on August 17, 2009, refers to Schedule 1uR-7, which had been submitted on bhy 1, 2009, and 
dcrcribcs d m  it is a “snapshot” of a continuous proccsr?‘ 

Rehvecn hley I, 2009 and August 17, 2009, major changes had bccn made to the cost estimates for 
the EPU proiccts. On bhy 31, 2009, the I n ‘  I3PU budgct indicntor is slimvn as red, indicating n 
serious cliallcnge to nieeting the e.xk&g budget”. On June 3, 2009, Rcclitd subnutted P ‘TSO” 
(incnn value) cost estimate far Pm tlint was $108 inillion above the May, 2008 c~timate’~. On Jime 

jntcrrosatom Kcroonrcs and Producti . o f D o  
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23, 200,-advircd the ESC of the Bechtcl c r t i ~ m t ~ ’ ,  and the PSC instructed him to 
pmpsre il “line-by-line” updated ~ 0 6 1  c s h r t e  for the projccts to bc rr\kvcd at tile ncxt ESC 

2 meeting. T h i s  updated estimate w a s  pccpared at the direction of- by several people 
reportedly working seven days a wcck for a month, and prcscnted to the ESC at an ilU-dey Saturday 
mccting on Jul- 25 2009. In the weck leading up to that mccting, the EPU Icadecdlip team was 

uar reassigned to a position outride of the EI’U, although he ilctivcly 
participated in the July 25. 2009 presentstion. That presentation established new cost estimates for 
thc EPU projccn wlucl i  were approxhrtcly 21% higher tlmn the hlag, 2WB eslinmtcs? 

Thercforc, Schedule TOR-7. which is rcfcrced to but not attached to the response to Staff 5-53, v a s  
out of date by August 17, 2009. Hawcvcr, the interrogator). only asked for il kliq of t he  responsive 
malpscs, not for PPL’r c w m t  or updated analyscr. 1x1 addition, tlic rerpndcnt to tlic 
intcrmgatoor)., 1 Rcgulatoiy Affairs stnff t i i cnhq  had no Lnowlcdge of tllc new EPU cost estimatcr, 
nor of any source data or documents relnting to th is  issue thst were crcatcd after A l l y  1, 2009. 
PPI,% approach to complying wkli the Section 366.93(5) ceqtiremcnn was to perforru a “snapshot” 
mnlyrir RS of late A p d  rod to include tlmt information in the May 1 Ghgs. Ncitlicr the Ikgulatory 
Affairs staff nor thc Legal st%ff, nor PPL’s other \vitncsscs, saw any post-bhy 1, 2009 SOULKC 

documents until preparations hegan in December, 2009 for the 2010NCRC proceedhgs. 

Concentric ricms the rcrponsc to Stnff 5-53 as being acmmte, reliable 2nd responrix-e, even diough 
tllc documcnt referred to w n s  out-of-dnte. The respondent answered tbc question in a forthright 
fashion bared on sll of the information known to this person at thc time. 

D. T A n y a r J J e a  ring 

3 reduced, and 
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P T l i r  f o l l o w e d  intxoducing screral eorrcctiom to crcata in h i s  pre-filed tcslimany, and 
updntiog h i s  pmfilcd testimony to retlcct h i s  new title snd rcrpomihilitici with FPL. The ercbingc 
witli counsel had the effect of asserting tlint PU of the st~tanents in the pre-filed testinmny, 2nd rhc 9 exhibits sponsored by-rcmaiacd tmthful nndrccumte RS of September 8,2009. 
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1 As of Scptcmbcr 8,2009, a6 had participatcd in the dcrclopnmit ofhighly detailed cost 
piojections for the EPU prolects, nn ad prcsentcd these new estimates to dozens of senior FPL 
and contractor perronncl on July 25,2009”. Thc ncw estimates for PSL uwrc cavcntcd i1s still bcing 
“nt the conccphml Icvcl”” (as were the Ahy, 2008 ertiwtcs’Y) and the cotnment \VM made that tbc 
full rcopc \VIIS still not known. Howecver, the new vllucs were clurly lsbclcd as the “Current 
Forecast,” and the statetnent was clcarly made that the “Current Budget” (tbc Xay, 2008 %dues) v a s  
bcing increased to the “Current Forecnst.”” Thc July 25, 2009 presenmtion offcrs an ertcnsivc 
pecrpectiw on the shortcomings of tlic Ma),, 2008 estiniatcs and the lessons that should be learned 
from this e+pcricnce”l. Concentric also notes that the ESC was explicitly advised that the ncw cost 
estimates were inconsistcnt with the May, 2008 and &In): 20D9 data thst iud bccri prcsmtcd to the 
FI?X, and tbnt scvcral new econonic feasibility nnalyscs h a d  been pcrfonncd, which updated thore 
which had k e n  rubanitred to the FPSC eleveen weeks earlier.” The new feasibility malyres 
coiitiiiuCd to show that the projects were bmeficial to C U S ~ O ~ C I S ,  although less so than in the blay 1. 
2009 fig*’. 

c? In OUT intemicw with him-defended his September 8,20W rcaffirnration of his p‘e- 
fdcd tcrtimony on tbe grormds that thc July 25, 2009 cost estimates were prepnred asrunlLlg tllc 
validity of mrny scupc changes nnd nmnpower estimates, and that they WCTC P no better than R 

“guess” with little support. Ire indicntcd that he docs not r c c d  any discussion with regard to 
whctlm thc updatcd estimate rhould be prcrcntcd to tlie FPSC. Conocntlic agrccs that thc new cost 
crtimatcs WCTC based on only pnrtially completed cnginccring and design information, and that they 

FPL 153211 
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indiividunlr dm pnrticipated in die decision to not update the terhmnony), and is strongly l d d  hy 
many of those w e  intcnkved. 

1 Concentric liar found no cvidcnce to suggest that F F P L ' S  witncss on the cost effcctivcnenerr 
of tbc EPU projects, had any knowledge tlm update cost crtmates had been presented to the ESC. 
It is our understanding that IIC relied on die cost estimates pravidcd on Schedulc TOR-7, ill 2 sponsored b>- and=was not in the EPU organization or thc nuclear division 
of FPL. 

Concentric has found no cvidencc to demonrtnte that tlierc w a s  n bvididcrpread plan k?-p~~~&t!Uy 
kcep updated information from being provided to the NCRC parties. 'Ihc documents we have 
revicued, and our intcwicw, indicate thnt thcre was considemblc vnccrtainty ~itllin the project rmff 
in Scptembu, 2009 PI to wvhetbcr the new cost estiniatcr were "official" or not, and internal reports 
mccc inconrirtcnt in tlicir use or non-ust of tbc updatcd forecast (see Section \'I11 for additional 
derails). nic  EPU staff had cxpepcricnccd significant tuinovcr and was also undcrgoing P major 
reoTmi;ration at tlmt &ne, w1,ich appears to 1m.e conrribotcd to die lack of clarity on tlur point. 

VIII. Information Flon*witI~in FPL 

Tlic dtroiiology thxt Conccnuic lias devclopcd J u s  miiscd sevcrnl issues w+h regard to the 
informntioa flow withiii the EPU pmicct tenm and to hmader audiences within FPI.. For t l x  
purpose of reviewing tliere issocs, we have sepxntcd  the chronology into the period preceding July 
25, 2009 and that after it. 

A. -nation Flow 

Concentric has rcvicwved docunients whicl~ indicate that the EPU mmagcmcnt team WAS niadc 
nxwe of staff C O ~ C ~ C L I J  ahout the ndequncy of the Shaw scoping analysis and associated cost 
cstimnte as early RS April, ZOOS. A detdcd risk nitigdon plan was dcvclopcd to address tlis issue, 
but not complctcd. Tlicsc conccms re-surfaced after tlic Rcchtcl contract was awnrdcd in 
Nownbcr, 2008, and \vue brougllt to die attention of EPU iiianageiiient in December, 2008 and 
Fcbmuy, 2009. Ry [icbruaiy, 2009 the EPU Project Controls group members had developed B 

revised cost estimate, albeit in prclininaiy form, that proiectcd B $129 million cost increase for PSI., 
which is quite close to the rrnlues prcsentcd to the ESC in July, 2009. % d a u  estinmter had heen 
dcdoped for PRJ  by hlwch, 2009, but the EPU staff WAS dircctcd to disconlinuc use of t h i s  
estimate until ~nnngemcnt hid rcricwcd it further. Throughout late 2008 and the first six months 
of 2W!, ncclttel submitted sevc1~1 revisions IO its cost crtinmes, all of wlucli wcre subsmatially 
higher thsn its indicative bid and Iiighcr than tlic estimate developed 1s part of thc Simv scoping 
analysis. 

The EPlJ's a~se61mnt ofits OWLI perfoormancc during tlcr period, as presented to the ESC on July 
25,2009, was that: - 

- It "rmdexrhsated the risk and costs asrocixted with tlw fast track project," 
It "did not BSICIS [the] capacity of [the] o p n i i a t i o n  and costs," 2nd 
"Early warning on cost ov~rruns and undefined scopc dcplction ~ c r c  not dealt with in B 

rin,cly I11B""CC." 
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Concentric concuts with thcse asicsmcnts, 2nd notes that many of thesc issues have been rcnxdicd 
through changes in proccdurcs and the organizational S t N C h K C  sincc July 25, 2009s9. 

An issue that conbibutcd to thc delay in bricfing the ESC on the likely cost increnrca \vas the EPU'r 
trentmcnt of the cost cstitnrte contingency and the synchronization of the risk register. 
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IX. Prcliminary Rcconimendations for Lnprovcmcnts 

Concentric’s inrestiption hito tlis iuattcr has produced a nutnbcr of rccormucndntionr for procers 
improvements and corrective actions. Tlicsc recommenditions are presented hclow. Many of diere 
recommcndntions intcnd to improve t h ~  distribution of information &hin FPL the NCRC docket 
team and to thc PL PSC. In certain of tlic rccomtnmdatiom listed below, Concentric liar noted that 
changer to the EPU Projects’ since July 2009 niay hnre nddrerscd there rccommendations. 
Nonethclcsr, we hdicvc the irnportancc of there clinogcs mast continue to he messed the EPU 
Pmjcjcct Team. 

1. Concuitric’r Livcstigarion into d i r  matter identified tlic flow of documentation and 
infomdon hm die business units to the other numbers of flie dockct team including 

and Mr. Reed, as an m a  of concccn. regulator). aff& and other witnesses includin 
Concentric rccoinnicndr that this process be c angcd in order to provide timely and 
ongoing infonnntion within die NCRC docket teain throughout C R C ~  NCRC review cyclc. 
This wJI help to c ~ ~ ~ r e  dm any updated informnuon i s  fuUy dilircusscd within the NCRC 
docket team and prevent future concerns rclatcd to flow of information to the Fl. PSC. 

Siinilar to rccorruncndation onc nbow, FPL and thc FL PSC staff should revisit issuc of 
intra /inter-cycle document production. The ongoing production of a limited number of key 
project docutnetits would cnhnnce tlic FL I’SC staft‘s undershnding of the projects and Low 
they b r e  dcveloped up to that paint. I t  would also help to ctmrc adequate uifoorriiation is 
distributed to the FLPSC. 

el. 

!. 
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I. TIE NCRC docket team liar included 2nd coiitinues to include a numhcr of h t  time 
wimcsrer or \vimcrrer vith Iinitcd experiencc sening in this role. As il rcsdt, it i s  vitally 
iniportaiit diet PPL’s Legal and Regulator). Aff& depnrtmcutr continuc to provide csplicit 
inrwctian and guidmcc to thesc individuals. IrPL’r Legal and Rcgulatoq’ Affairs 
depmhxnts should ~ S S I U ~ I I C  there individuals may not have P full undcrrtmding of the 
regulntq proccrs 2nd the implications of thek testinlomy. The unplportance of updating 
on& prc-filed tes~nooony and cahibitr should bc an explicit part of the witness uainhg 
program. dong with an cxplanation of the incaning of the staudard questions asked hy FPL’s 
Icgd counsel. \Vitnerres should also hc niadc R W ~ C  of the fnct tbrt thcq are providing 
testimony within a certain erpertisc or subjcct iniltter on behalf of the Company and not as 
individuals. ‘Illis m i y  comc with ohligation or duty to cducntion oncadfon matte1 rrlated to 
this snbject matter or cspertirc. 

A s  part of DELI kvertigdon Conccntdc twiewcd thc list of inviver to thc ESC 
prcscntations. Itnms reported that the IrPL doer iiot maintain a List of thc nttendces to each 
meeting. Noticeably absent from these list of invitecs is a represcxmtivc from PPL’s 
Ibgulntoq Affairs dcpnrtmcnt. Give,, tlic importance and scnlc of thc PPU Projects. and 
the altcmatiw cost rccovcty tratnicnt being afforded to these projects, Conccntdc hcliever 
it is necessary to make certain that R rclitir.ely senior iiiemhcr of Regulator). Affaks 
dcpnrunent attend each future ESC prescnwtion. 

I. 
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5. One of thc mom sigNGcant conccrni identified by Concentric’s investigation is thc 
owncrrlip and consistent updating of EPU Project rcports. Often in late 2009 thcse reports 
WTTC inconsistent nod did not ncccrsady reflect the most current or accumtc infonmtion 
nvdnblc. PPL and the EPU Projcct Team should establish and irnplcment explicit report 
mvncrs (by position). In addition, the FPL and the EPU Projcct tcnni should establish and 
Lnplment an explicit report sign off or dissent procedure. This procedure could he 
modclcd off of the currcnr Invoicc Rcview/hpproval cbccWist form I o  addition, die reppart 
sigci-off 2nd dissent process should indude 2 link to the ECP or other similar p~ogmm for 
anonymously noti&ying superiors in the event of a concern with project repxting. 

To tlw extent tint a performance indicator cclier upon $1 calculation in order to producc P 
particular indicator, the result of the undcrlying calcuhtim should hc reported dong w& 
t h c  pcrfminatim kidicntor @.e., budgct ox foxcart performance). By providing the result of 
rhe undcdying calculation, 1 report prcparcr or rexiewer cnii q.icMr idtoti@ any discrepancy 
bchveen the performance indicator and the celcuhtian that prodoccd lhat indicator. 
Concentric's intenicws nlso notcd t lm individllilli witl,in the EPU Projcct T c m  were 
uncerraiii as to what was represented by e d l  peiformancc indicator. Proding t he  
iundcrlging cilcuhtion used dcvclop that pcrforranncc indicator will help clarify tlic pucposc 
of the performance indicator. ’ FPL should ccvisit the reporting rchtionship of tltc EPU Project Coonols Ihrcccor Wile a the ehnnge in reporting Cram the EPU Project Director to the r i c e  President of Pou~r 
Uppmtc is SCCII is a positive dcvelopmcnt, thc rcporting relationship of the EPU Projcct 

4 7  Controls Direct should include ionic Corm of either a solid 01 dotted line outside of t lx  

6.  

7. 

s%PU Projects. This will help prcvcnt m y  undue influence on the 
and his staff, As an  nlternntive, FPL could consider forming a 
dcparuncnt, rbnikr to the Intcgmted Supply Chain dcpartmcnt. This separate Project 
Controlr depr rnxnt  would ~stahlirli its own rct of department procerser, pruccdurcr and 
inswctionr wvlicb would tlicn bc nppticd consistently BCXOSS the FPL Group. Conccnnic 
notes that fumre, large scale projects could benetit &bm a set of urufortn and consistent 
project coiitrols that incorpomte best pmctices from KIOSS the organization. 

ponccntric’s re\.ie\v Project status/pmhabitishc bawd coiitingencg should be dedopcd  and 
used a *upplcment ro or rcplnccnlent for current balancing sariable approacli. I 

8. 

,&xn n x k  I t  ,llirnnd I am (m, n“* t 

9. Thc EPU Projcctr should ertnblirh a formal internal proccsr to appror~  and communicate 
EPU bndgct, foxorecsit or cstinxtk clungcr on n total project bnrir (k., not nnnual). TI% 
proccss sllodd be used for both scope additions or delctioos 2nd changcs in tbe cspectcd 
cost of approvcd project scope as a result of inaterial oc coniponent cost escalation, 
increased manpo\vcc requiretncots or other factors. This process should include a report 
c11ccl;iirt to runkc ccrtaiii all rcpotts ilcc updatcd consistcntly once B n c w  budget, forecast oc 
estimate is appromd. Concentric notes that EI’PI-300 has been revised hvice since July 
2009. If Lnplemcnted thorouglily, thcrc changer should address this recominendatiol. 
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10. To thc cxtcnt condition repom arc being m7ized to dociuncnt potenuzl hudget or c o s t  
erdmte  challenger, the CR closure processcs should bc revised to prevcnt the closurc of a 
CR prior to the completion of a risk ~niuiligntion plan. In the altcmatiw, risk mitigation plans 
ciln be mckd sepmtclq, hut must not bc closed und e x h  of the d o n  items listed on the 
risk mitigation plan ace coinpleted. Additionally, the completion of aU action items m u ~ t  be 
documented and those docunicnts should be presemed L1 a central location for the 
runainder of the EPU Projects. Cotxccntdc’s notes that this change may nlrcady bc 
iniplcineiitcd within thc cumiit EPU action item list. Its importance, Imowei~er, must 
continuc to be strcrscd to thc EPU Project Tcnm. 

High Bridge Associates, or another independent third part)’ should bc rctained to coniplete 
an engineering b a d  cost cstiinatc of PTN Unit 4 and hoth PSL units as smn as possiblc. 
’lllis cstiniate is needed to re-brrelinc the prujccr forccnrtr and to enhance the c e & q  of 
Fvturc forecasts. 

M L  should continuc to maintain EPU Project staffing 1s P high priody. A zufficicnt 
nuniber of m f f  mcnxhcrr ace rcquired to maintain adcqvatc project conrrol, incluchg die 
updating m d  production of piojcct repottr. Tliroughoot OUT invcstignuon it mar noted to 
Conccntric that many within the orgaoizntioo were ovcnvheluecl mith thc sniount of work 
that must be arconiplirhcd givm tlic “fast-tmclied” stihls of the pioject. At times, this may 
hmre coiitributed to the inconsirtcncy or inaccrirncy of ccrtnin project rcpottz. 

’h EPU Projcct’l’ceam should docrmicnt t he  nilnxs ofcnch ESC presentation attcndee and 
m i n t a h  th is  list of attendees with 1hc ESC Presentations. This will increase the overall 
omsp;lrmcyho thcEPU Projcrin and docummt that the p r o p  Icvel of oversight L bring 
provided to the EPU Projects. 

14. / Thc rcsultr of this investigation should bc provided to the Corporate Rcrponribiliy O&a 
for usc in improving employee confidence thmughout the organization. bhlanagcment needs 
to bc aware of and un&crstand thc current fmx of retdatiion and ritistrust &at exists at loivcr 
lcvds of thc orgmhation. 

Concentric suggests FPL institute a procedure for coiiducting organi7ationol readiness 
R I I E S ~ ~ ~ C ~ C S  prior to coiiiniendng cornplrx, large-scale projcctr. This procedure should 
include B docuinentcd review of thc Project Plan to ensure that it adcqustclp dctails how thc 
projcct is expected to evolve ovcr &IX and cmuzc proper expectations related to 
p c r f o ~ ~ m n ~ e  reporting and measwenimt ace coniniunicatrd throughout die projcct tcains. 
In addition, these assczsincnts should indudc a detailed review executix-e management’s 
cxpectations regarding the dcidopmeot nnd updating of thc project scl~edulc, cost crilnate, 
budgets and reports. 

Concentdc 2nd thc EPU Projcct Mannggcmcnt Tarn should conduct an investigation close- 
out meeting st the end of this inw.csugation. This inecting will levicw Concenttic’s Litidingr 
in this investigation. obtain snnnagcment’s response to those findings and discuss wags i n  
which proccroc~ OL‘ procedures could bc improrcd to prcvcnt siinilar projcc 

LnpIcmaxtacion Owner - S xh, thhe Pmjcct Coritroln Directoc, each Site Director and the 

11.  

12. 

13. 

15. 

16. 

2 Conccnoic would anticipate that the curcat Vice President of P a ~ a  
3 + Sire Pxojcct ~onrro~~  ~ u p c m  or would be invited to nitend this mccting. 
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I. himduction 

I _  

mttcrs IYC bcing and will mn&w to bc b a n d l e d h t e r d y  by FTL's Human Resouc~r  depactmcnt 

Tnc rcmaindcr of our rcpoit is organized in to  ckht setionr. Scction II prcrmts a s u m m q  of 
di was used to  pcrform rLir, mtter. 

olog of key cvcnts 
J&q 2008 and March 2010. Section V rcvkws 

Section III 
including refmcnnc to an 

procred with the Estmdcd Pomcr UpntC Projects a t  the Company's S a h t  Ludc ("PSI?) and 
T d C y  Point CTTN") N& Powu pknts C'EPU Projects"). As dircu~rcd fiuthcr in this scction, 
:on-mc k focused is attention in this matt= on the nuclear units is Florida due to t h e  state 

md Conccntdc's 
mwdp.tion on &e Nudcar Cost Rccnvcry Clausc CNCRC;? dockets Gi 2009 & 2010'. h reviw 

of Concmbc's fkws d a t e d  to thc flow of kfmmstion from FPL to thc Flodda Public Service 
Commission ("FL PSC') and its staff (TL PSC Staff? can bc found in Sccfion VII. S&y, a 
revicm of the flow informarion wi& FPL can be found in Scctipn WI .  F S y ,  a rcvkv of 
Con-tic's &ndings and speddc  rccommendatiom can be found in Section IX 

/3 ' igdatoq ~.tmciucc. Section VI reoicea &e implications of h-Lcttcr . , ~ ~ ~ - ~ . - ~ ~  

Imager. dated h k c h  10, 
n+t of rbc letter aod 

n af Fcb- 1% 2010 
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11. Concenttic Work Plan 

A. Sourccs of inforimtion 

Conccnlric's investigation into this matter d i e d  upon hvo criuol prthu.q's for information. First 
Concentric submitted il nuinbcr of rcqvcsts for documentation to WL, in order to dcepcn our 

/ knowvledge of the a k g a b n s  sct hi11  in t h a I I t t c r  and to independently c o n h n  details 
providcd to us in the interviews dcscribed below. A log of Concentric's document rcqucst can bc 
found B Eslubit 2. 

Concentric also requested and conductcd 13 scparatc intenkvs. Eight of Concentric's intcivinvs 
u w e  conducted in pcnon at the oftices of ITL or at an off-& lociltion depcndig on the location 
of the intcminvce. AI1 of 
Conccntric'r intewicws occvricd benvcen the weeks of Marc11 IS" and A p d  lZh. Concentric 
rclcctcd specific individuals to bc intcwicwcd based upon thc allegations contained with the Martin 
Letter, our prior interviews, nod Concentric's undustanding of the EPU Projccts organiention. 
Concentric conriders tl,c nmics of thc hxli&luals \ye intcwiiewed to be confidential. 

Prior to beginning each Litcnk, ,  Concentric rcvicwcd the FPL Code of Burincss Condnct and 
Ethics (the T o d d )  with each inten.icwec. This review included a specific discussion of each 
cn~ployce's "responsibiLty to report an)' nchld or surpccted \ialntian of a la\\, 01 rcgu~ntion, any 
actual or suspected Gaud, and any other violation 01 suspect violation of this Code."' Sinilwly, 
Concentric rcitcmtcd the Company's non-retnhtioo coiiinitincnt outlined in the Code6. At the 
conclusion of each Litemicw, tlic hten4cwces wwc givm an opporhmit). to rcvicw any additional 
concerns the). t n ~ y  haw had. 

'h hiformation Concentric rclicd upon in this inrcstigation w a s  supplemented h y  Conccntic's 
existing knowledge of the EI'U Projects organizntion. 'Illis howledge \ms gaincd through tlircc 
years of rcvicwing the pioject managcmcnt procerrcr of the EPU Projects for FPL as part of the 
annual Nuclear Cost Rccovcry Clause Glings. 

T h e  mmining Gvc intunicw WCTC conductcd via tclcphonc. 

B. Indcoendcllcc 
7 Throughout Conccntric'r investigation into the degations contained within the Letter, 

Concentric inlintaincd hdcpmdcncc from PPL'r Legal and Rcgdntlstot). Affairs dcprrttncnts. Our 
3appronch to inwstigrting thc-Lcttcr and the allegations containcd therein is ow own, and not 

the result of spccitic dircctionr from FPL, its cmployces or contractom To this end, lVL did not 
phcc m y  conitmints on Concentric's access to inforruntion or current and farmer employeee~. 
Lady, Concentric w a s  not constrained by budget or schedule crpcctabns on the part of PPL. 

Concentric's findings in this matter x e  bared upon our review of original SOU~CCEI. Concentric did 
not rely solely upon stateinem by FPL employees or contlxtos.  Instcad. Concentric revicwcd and 

y verified assertions made in thc-Lctter and Concentric's intenkwr with contcmporancour 
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documents pmduccd by thc EPU Project tmn, whcnevcc possible. ?he documcnts relied upon as 
part of this investigation arc presented in Exhibit 3. 

c. &Lqu&m 

/ Concentric’s review of the nUcgatiuns raised in t h m t t e r  and our Litcn*icws, idcntificd five 
key qwstionn which needed to be answxcd by our review. There key questions arc d k c t l y  
uitcndcd to determining whether m y  iniprudcnt costs were passed onto WL’s customas 01 if PPI. 
intentionally withhcld information froin the FLPSC. 

Foremost anangst Concentric’s ! q s  questions ir whether FPL has made the correct decision to 
proceed with the EPU Projcctr in light of the bcrt informitian available at thc time decision w a s  
made. Secondly, Conccntl-ic noted P need to detenniie if oy costs \WFC incurred that should not bc 
passed on to FPL’s cwtoniws on the grounds of impudent decision making. Thiid, wc examined 
whctlm the information provided to thc PL PSC and the intcmencrs in ea& of the NCKC dockets 
was accurate, consistent, fimcly and reliible. If not, Concmuic sought to dctcrtninc what allowed 
this to  OCCUT 2nd why. Simihdy, Concentric sought to dctcmminc if thc information flowing from 
thc EPU Projects to FPL’s cxccutivc mstmgcmcnt was accurate, iinlely, consistent and rclinblc, and 
if not, what allomrcd this to OCCIIC and why. Finally, Concentric sought to dcternlinc which polices, 
processes, and procedurcs occd to be addressed as II result of thesc findings. 

nddw brludcjlihc.tioi&nnurdll 
~ ~ ~ ~ ~ . i ~ ~ ~ k * ~ ~ ; , ~ ~ , ~ ~ , ~ .  7 111. I S u ~ m a v ~ ~ ~ c l ~ s p o n s e  to-erl.. . . . . . . .. . .. ~~. ~ . . . . . . . .. . 

3 Exhibit 4 prescnts a copy of t l i e m t t c r .  To the original letter, Concentric liar addcd its 
sumti~ar).-level obseiviltions that resulted Goin our uxcstigation of the allegations contailled therein. 
Inaddition, each observation contains P citation to this report in order to provide a “roadmnp’’ to a 

-/ rcvimver of the m k t t c r i n d  Concentric’s report. 

9 As can bc seen in Exhibit 4, a nurnbcr of the dcgxlions raised in t h e m  Letter wcre S ~ M W  to 
G h e  accurate. Specifically, Concentric liar noted docrunentation which conGmr 

the o v c d  project scope. However, Corxcenaic bclievcs the shifting scope of the EPU Projcctr to 
have been the predictable ~csult of the evolving design which is inlierent in any complcx project. 

7 h l o n g  these same lincr, Concentric has revicwed ccrhh reports rclicd upon b y m t o  
support I ~ s  nrrertion that as of Nowmbcr 2009, thc EPU Projects were continuing to measure cu 

Total Project Cnrli Flow Report’ and the PSL Annual Project Cash Flow Kcport‘, contumcr:  
Concentric did notc, however, that the Nommbcr Executive Steering 

statctncnt’s relitcd to the timing of the initial scoping studies by Shnw 2nd the 

COIC pdon>lancc at it.^ to the original 2w7 C o d  c&mter. Thw reports, the Nownbcr PIN 

nrwrtion. 
(“EX’) prercntiltion provided the updntcd cost forccast9. 

Also noteworthy arc Concentric’s fmdinpc related to thc wolution of cost estiniatcs or forecasts for 
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for cost ovcr-mns at PSL a5 early 81 April 2008. A similar opportunity was noted in Dcccnihcr, 
2008 when these individuals were pmscntcd with il prelimimr). rcvisised forecast for PSL This 
followed the awnrd of PI, engineerbig, procureincnt and conrtmuction (TPC’) Contmct for thc EPU 
Projects to Dcchtcl. At this time, the PSI. Project Teain \vas told to continue refining their forecast 
until Februarp 2009 wlicn it  was reviewcd *gain by thc EPU senior mnnagcment. As noted below. 
the prellninav forecnst in Fcbruarp 2W9 was within apptoxlnatcly $11 tnillion. or 2%“. of the ‘ 
forecast d u n l a d y  provided to WL‘s inanagcmcnt Li July 2009“. 

I Overnll, Concentric liar found-and Ids nllcgations to bc credible. The basis of tldr 

prior project controls cmplo)mcnt as a 
contri\ctor at FPL’s pR.I site, as well as other nuclc~ar facilitics hi die US. It is Lnportant to note 

g and a smff of approximntcly 100 
5 mv.~c every nspcct of the W U  

7 that PPL had enough confidence it 

poocly qualified for 1;s position. 

to Following our intcmiav with- ?larch 17,,2010,-. notified Cot>wmic and 
f f  FPL via email on hlatrh 19, 20 0 of potential retabaUon by Ius supen~tsoc“. 

organization. H c  told m e  in private that bc does not intend [sic] being fircd as his predecessors for 
poor pcrfomwncc and he idl not let n few ‘impid’ pcople affcct his mumgctnent effccuvcnesr:’ A 
copy of thin emnil is nttachcd IS Exhibit 5. Concentric reported this email to FPL’s Legal 
dcpartmcnt. It is Concentric’s uttderrtanding tlis matter is bcing addrcrrcd by thc FPL Human 
Rcsourcer dcpactment. 

1V. Chranolog). of Events 

A chronology of tlie EPU Projects is prcscnad in Exhibit 6. A runmary of the clrronology, 
imludiig die major events rclevant to Concentric’s rericn. are Iiighlighted hclmv. ‘lhis chronology 
was uscd to inore fully undcrsnnd the ongoing dynatnics of the EPU Projects and the precisc timing 
of certain EPU Project activities. Tldr chronology should not hc viewed as 2 comprehensive history 
of the EPU Projccts. 

SpeuficaUy 
fP=notcd ‘‘that I ani the ncst tnrgct for cliinination from [name withbcld for 

Thc EPU Projccts bcgm in 2007, atwhich dnic FPLtmdcrtookrn Llitial rcoping rhidy to dcterrnine 
a mugli order of nragnihtdc (YUXI’’) cost crtluatc bascd upon a prelindnnq assessment of the 
conqmnmti \vhich u.ould mquk replnceincnt to operate at the upntcd conditions”. Concentric 
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undcrstnndr, as originally proposed, the EPU Projects vere expected to commence opecations port- 
2012, but wecc ndxmnced following the FI. PSC’r rejection of the Glidcs Power I ’ d  Determination 
of Need in 2007“. FPL fded for a Dctenninauon of Nced for tlic EPU Projects on Scptcmbcr 17, 
2007.“ 

In the winter of 2007 and 2008, FPL retained Slim to review FPL’s initid rcoping study and to 
confirm or reject thc results of this analysis. Conccntlic underrtandr from our intcmiew that tllese 
studies genernlly did confirm the F’PL scoping analysis, but some discrepancies related to the 
replacenrent 01 refurhirhment of certain components cristcd for Turkey Point. Tlw initid cost 
estiinitc ineludcd a contingency dlocntioti of approoslmtely 45%’’. 

Soon after thc completion of the Shaw rcoping rnidics in April 2008, thc PSL EPU project team 
identified the potetitial to cscced the original PPL & Shaw scoping estinmtes. At this timc, PSL 
iniuatcd Condition Report 2008-11443 (the “CR”) wvhicl> sbted the “EPU Project Feasibility Study 
nny not have capmed the full spectrum of iiiodifwntions ncccrrary: for the upratc”. In response 
to this CR, thc EPU Project Team dcdopcd a “High Risk hlitigation Phd’wvllich \vas attached to 
the CR”’. The High Risk Alitigation Plan included con.cctive actions which were required to bc 

teilin including pl.epamuon and submission of a revised cost esuiiutc 
among othcr items. The High 

determine if  this High Risk 
and the-but not th Concentric 

Concentric ques t ed  a copy of the revised cost crtimnte proscribed in dic High Risk Nitigation 
Phn, but w t s  told that this document could not be located, nor could its existence be confumed?‘ 

O n  Nowtnbcr 7, 2008 the EPU Ihjccts’ EPC vendor submitted a revised forecast for PTN of 
s262bIhI for the PIN P.PUn. This coinprrcs I scoping nndysir assumption of S225MhI”. 

Lqtcr in Dccembcr 2008, the PSL Project Controls team again identified the potential to exceed thc 
original forecast following the csccution of die EPC agcccmcnt with Rechtcl. A p d n h n r y ,  revised 
forecast for I’SL w a s  prcparcd and provided to the EPU Project hhmgemenr at  that time. The 
EPU Projcct hlanagcment, however, requested that the PSL Projcct Controls group further retinc 
and dewlop the revised forecast. 

CR-2008-37753 noted that thc EPU project is B major change for PSL 2nd sbould have a changc 
managctnent plan in place. In addition, CR-2008.37753 goes on to m t e  that CR-2008-11443 w a s  
clorcd with scrcral future actions contnincd within a risk mitigation plan and tmkcd rcpamtely 
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within t lx  EPU Kirk hltdgntbn Prognm. 
opporhmnit)” to screen CR-2008-11443 as z change management plan.” 

A second meeting to rcvicw the revised PSL forfcrrt occurred in Fcbmty 2W9. This mceting w a s  
I attended by thc EPU Pxojtoject hlanzgcmcnt T a n  2nd rcpoitcdly included- who was 

appointed tlic EPU Project Controls hlnnngcl ns of Januar). 2009, and the PSL Projcct Team. At 
this time the EPU Senior hfmagcmcnt uv.s presented with n forecast ofapproximately $785 A I M  for 
PSI. m incrc*sc of auomliimatelv 5131) d o n  ovm tlic t hm current bud&. nus war 

CR-2008-37753 concludes that there um a “nlirred 

~ r r - - ~  , .  ..-, ~~ 

approximately $1 1 million or 2% below what was ultimntel prcrcntcd to the ESC in ul 12009)”. It 
t h c d m p o n d c d  

\mth a numbcr of questions rclatcd to t ,e ~ I I J  or t i c  revised fortcast an rcqucste additional 
4 y s  reportcd to Concenuic that tlic 

reGnemcnt. 

A sltdar cxcrcisc \MS undcrtsken for I’Th’ in rUmA 2009 acid PTN began to report its pcrforniancc 
lelativc to this rcvised forecast. IJo\vevcr, the PTN Project T m n  urns requested by the Vice 
Prcridcnt of Power Upnte to revkc the initial rcports, to meaiiirc cost perfornmncc rclrtive to tlic 
original project bnsdinc bccnusc the rcviscd cstiiimte still had to bc “validated,” and because and 
“extensive effort [was] ahout to hegin to emluate 

instructions, but chose to comply with the 

to complete far [sic] the 
3 PTN EPU Pmjcct.”? Concentric war told that th 

In April 2009, the EI’U Project blnnagenicnt hegan B detailed cost review of the unregulated Point 
Bcacl, EPU Project. Tllir reviav included thc requermtian of the EPU Project h h m  cinent Team 

Acach for a pcriod of nvo to three weeks in April. Upon their return, t h m  
resigned from his position and it is reported that 2 similar undertaking urns hcgun foor the 

PSL and PTN EPU Projcca. The-vas rcplaced on May I ,  2009. 

Also on hhy I,  2009 th 
090009-E1 hcfare the PL 
prwmsinx on schedule 

tared *cllic EPU ptoj~cts we 

_ -  
“&re nre-no chnnecs fit this time to the total non-biindinc cost cs thnte  provided in May 20- 

At tlic end of May 2009, dic EPU Project hhzgement Tcun reported to the ESC that rhc Bcclitcl 
EPC erthntes had increased to a lnd in cxcess of Bechtcl’s iiidicative hid”. This increase war 
reported to be the result of higher than cxpectcd projections of field non-tnanual and manual labor 

Page 6 of 22 



CONI’IDENTIAL 

CONFIDENTIAL 

hours”. Sindarl)~, the cursent EPU estimates u,erc rcported to include redundant project 
ininigenient nnd oversight costs which mq be able to be cliininatcd to reduce the EM3 vendor’s 
forccd’. Find),, it \vas reported that d ~ c  EPU scope had grown to be lnrgcr than the indicativc bid 
presented in Nommber 2008. The EPU I’coject hlmagcment Team noted that the current 
ertiinntcs were brscd on preliminau). design infommndon, and tlxat the project w n s  in the process of 
refining new “lc\.el 1” estimatesY. A nrgct completion date ofJune 30, 2009 for the nc\\’“levcl 1” 
crrimntcr \Val prcrcntcd to the ESC nt tbir *meting=. 

Following tbc hlay 2009 ESC prcscntation, thc EPU Project Team undcrtook an EPU hloditicntion 
Scope Review for both PTN and PSLy, Tile results of these reviews were presented on June 16, 
2009 and xconuncnded thc dimination of a rulrsnntial nunibcr ofmodifications as not necerraq to 
opcratc in an uprated condition?’ 

The subsequent ESC mccthg was held on Junc 23, 2009”. In tlur prescntntion, the EPU scnior 
management team noted that thc EPU Projects wcic completing “lcrd 2“ estiinatcr and reitemtcd 
the conccrtis rchhd to tbe EPC ertiniatcr since Bccbtel’r indicative hid in November 2OO8”. This 
pl.escntitioti w a s  relatively short nnd precipitated thc ~ U I C  dctnilerl cost rcvicw in July 2009. 

During the intcnwhg pcriod ktwecn llic Junc and July 2009 ISC prcesentauonr, tbc EPU Projcct 
Team expended considcmble effort to  producc a detailed, “line-by-line” EOSI rcvicw for both the 
PSL and PTN uroicct. Concurrentlv. R decision to xcolacc tbc EPU senior manieenicnt tcim war 

At the July 23, 2009 ESC presentation. the ne\v EPU senior mnnagcment tenin was introduced and 
the ESC w s  briefed in detail on d,e raised cost forecast. At this time, the forecast for PTN w a s  
revised upvwd by approxinxttdy $161 inillion from $749 million to $910 million*. Sindd)-, the 
PSI, forccnst was revired upwsrd by approdnrately $140 million from $656 inillion to 5796 million4’. 
Tlx slidcr wbich prcsented this inforination to the E C  noted thnt thc “‘current budget” \MI bcing 
increased to the “currcnt forccast”“. Simulnneously, the F3C was advised that thc current 2009 
NCRC feasibility nnalyrir includcd the oiigind cost forecast, and rcviscd fcasilrility sccnatios WCIC 
prcsmted barcd upon tbc cuwnt  forccast as of July 25,2009”. T k r c  rcvircd fearibilit). sccnarior 
did contitrm the continued cost cffccctivcncners of the EPU Projects. 
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No ESC mccting was held in August. Nnnethclcss, both EPU projccrs did produce a monthly cash 
flow report. 10 rhc case of PTN the Total Project Cash P h v  report WAS not updated to reflect the 
rcvircd forecast that lzrd bccn prcscntcd to csecurivc mmagcnient on July 25, 2009#. In contrast, 
the PSI. Annual Project Cnrh Flow report was rcvicivtd, die budget performance indicator war 
changed to Red, and tht total project cost summar). presented on this report continucd to be slmwn 
as "under revied'". 

Thc following day, Scptenibcr 9, 2009. thc ESC war presented with a newly revised foremst that 
further increased the cost the EPU Project8 by appmxinmttly $104 hlhl for both sites". llur 
pre-escntation stated that approxhately 30% of the tots1 project costs l m w  %gh cert&q"", 

At thc Octobcr 22. 2009 ESC meeting, the ESC was advised thet the current forecast foor the project 
was unchanged, but thc contingency had decreased by ;Ipproximatcly $12 nultion". In addition, the 
AFUDC estimate \vas decrcrrcd by appraxhntely $150 nillion to $200 ~uillionm. A footnote in the 
presentation indicntcr thc AFUDC was reduced to rtllcct FPCs pro-rata sliarc of PSL Unit 2". 
Concentric notes that the remaining values rhowvn in this prcrcotation ilre depicted RS thc full cost of 
tlic EPU Projects regmdlerr of owncrslup. 

Also in Octobcc, PSL produced two A n n d  Projcct Cash Plow Reports with diffcrcnt budget 
performance indicators and different total project cost summarics. The Erst of diesc reports is 
dated October 1,2009". Tlds rcportincludcs a redpcrformnncc indicator and tbc totd project cost 
summa~y is lirtcd as "under rcvicw". Thc accond report is k t ed  October 2009. ?he budget 
perfontmnce indicator in this report is listed RI yellow and the total project cost sununary is changed 
to $651 ndion". No one with wvhom Concentric rpoklic could espldn the difference or die mcason 
for the two reports. 

A. p o t k c  , \  five key aucstions 

Conccntdc has developed thc below conclusions which arc releumt to lhc five kcg questions noted 
in Section I 1  

T h e  original FPL and Shaw scoping studies provided the hrsir foor PTL's decision to proceed 
with the EPU Projects in 2007. 
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CONFIDENTJAI, 

CONFIDENTIAL 

* The EPU senior project mnnngcinent w a s  alcrtcd to the potential for costs to cxcccd as early as 
April 2008 though CR-2008-11443. 
llw EPU senior project management reviewed a prcllninnry, revised cost estimatc for PSL as 
early ai December 2008 md a more rcGned version of this analysis in Fcbruar)? 2008. The EPU 
acnior nlamgcrncnt pieparcd the July 25,2009 ESC presentations with the intent of proxiding a 
det~iled,line-by-lin-linerevicw of the changcr to the cost estimate. 
As of July 25, 20m, FPL believed the EPU Projects conhued to be economic bared on the 
revired cost estinutcr snd projected incrcnicntal output. 

was m%tcc of and assisted in the prcrcntition of a revised cost cstirnite 
rs 21 of Scptcmbcr 8,2010, tlic datc on wliicli hc presented his dxect 

testimony B B l~cnriig before thc Floridn Public Scwice Commission, 

V. 

In detcmmhhg w l ~ c t l m  EPU Project costs w r e  prudently incurred the FL PSC mill be concerned 
with LWO itcms. First, is nhcthcr tlic decision to proceed with the project was pindent harcd on tlic 
crpccted economic and othcx bcncfttr to FPL'r curtomcrs? That qucrtion is dcrciibcd bclow. 
Second, tlic FL PSC will be concemcd with whctlicr the project's COILS \vcre prudently incurred. 
'llint is to say, arc the costs for wluch FI'L sought and h rceking recotcry in dockets 090009-E1 and 
100009-~11' the result of prudent decisions by ITL's management? nus qucsuon is nddresscd in 
Scction \'I below. 

Tlic initial rleei~ion to proceed with the EPU Projects \vas inrdc in 2008 on the basis of FPL's and 
Shaw's prclininaty rcoping analysis ~vhic11 predicted, at P high lcvcl, which plant components wonld 
q u i r e  replaccinent or modification to support the increased output of the plants:" As was 
ncccsrarily the case, tllat work w a s  conlpletcd absent m y  dctdcd design work. Thc information 
prcscntcd in this study was used ns onc component of a feasibility analysis \ v l A ~  cotnparcd thc 
opersting cost of FPL's portfolio of generating resources with and without die EPU Projects%. Tlih 
analysis relied upon the projected level of incrcincntal output, the cotntnercial operations dater of 
tlic EPU Projects and the durdon of the ouragcs, in  addition, to the cstiinated cost to conipletc tlic 
EPU Projects. To the extent the tcsour'ce portfolio tlnt included tlic EPU Projects was projected to 
bc chcapcr to operate tlmn the genera* portfolio nbrent thc EPU Projects, it NUS decmed thc 
EPU Projects wen: in the best interest of FPL and its customers. Thus thc question bccomcs would 
"perfect" reporting of the revised cost cstiinatcr l i a ~ c  materially affected the fearibiliy analysis and 
influcnced FPL's evecutim management'r dccirion to procccd with thc RPU Projects in 2006 or 
again in 2009) 

It would not be approprim to assume FPI.3 executive nmn;lgen,eut should h a w  bccoinc ilwwe of 
the revised cost crrLnnte in December 2008. The eslinate that \VAS prcparcd at tlus h c  was 
reported to be prelinlinaty in mtum and wxmntcd additional rcvic\r. by the EPU project team to 

FPL's Decision to Proceed wilh the EPUB 
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furher align it to tlic EPU senior management’s objectives for the EPU Projects. Nonctlielcrs, tlie 
EPU senior tnanagcmeot could have taken this opporninily to notify FPL’s erecutivc management 
of the potential to revise tlie forecast in 2009. Virtually all of the intcrviowes agreed with this 
conclusion. 

It is Concentric’s conclusion that, at-best. auwxencss of a reviscd forecast could hare  been improved 
by five months. Concentric bclieves the five month time frame is appropriate givcn tbc Fcbnlaty 
2009 nieeting bemeen the EPU scnior manngerncnt and d ~ c  PSL project tcam. As noted above, this 
meeting followcd an initial rcviicw of thc PSL cost estimate in Dccctnh 2008 and presentcd a 
rcvised cost eatitnarc that urns within $11 ~niUion 01 approxitnatdy 2 pdcent of thc PSL cost 
cstimate that WAS provided to FPL‘s esccutirv mnnagcmcnt on July 25.2009”. 

Following P conclusion IS to how rnudi aummcss of t1,e rcriscd cost cstimate could have 
improved, Concentric evaluated \vhctlier tllir would have bcen W;ely to affect FPL’s decision to 
proceed with thc EPU Projects. In this regard, it is important to note that conteniporancous with 
tlx revision to the cost cr&mt,nte, FPL nlro lesnied &at i( Iiglicc l m ~ 1  of incmnentd output may lx 
produced by the HPU Projects. This additional output um tlie s e d  of more dctniled cngkcring 
uhicli hrd been completed since the original scoping smdies in 2007’9 

As noted above, W C s  decision to proceed wirh the EI’U Projects was bnscd on an econoinic 
f m d i i t y  nnalysir uhicb relicd upon the cspcctcd increrncntal output of tlie facilities as \vcU as llw 
cspcct cost, nmong otlier items. Due to the increase in the projected output of the EPU Projects, 
tllc economic fearihilitp analysis \vas not substantidy affected by the rcviicd cost cstimfite. Indeed 
t l x  July 25, 2009 HSC presentation for PSL indicates thc EPU Projects continucd to bc economic, 
dthough approiinirtelg 14-59% less so, at the highcr cost estimate prcrcntcd during that meeting..” 
Th, rdvmccd mz~rencsr of the incrcascd cost e h m t e  would not have dtcrcd FPL’r decision to 
proccedwitli thc EPU Projects. 

VI. Tlic Pass-Through oIEPU Costs in the NCRC 

I Conccntric*s review of the -fetter ha; illustntcd the distinction bcnwen tlic m s t  ertimntion 
prnccss and dx incurrence o specific costs The former is the projection of filhm costs utithout 
thc actual expcndimrc of conipnny or custonm dollars. The later is morc criticnl to thc I;L PSC’r 
review and involved the nch~il  expenditure of company m d  custonw dollan or the coininitnicnt to 
dosontalatcrd3tc. 

2 mz-ktter ioaicatcs C O L I C ~ ~ I L  am spPcciGc to tlic cost cr&mte process within 
thc EPU Projccts and 

3 executive management and the 
result of xi> imprudent action 

thc reporting of revisions to cost estimates to FPL’s 
Letter docs not identify any costs which are the 

conticnicd this understilndhg of thc = 
Iz t tc r  during ow intcrviicw \villi 
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Similarly, Concentric liar not found any indications of costs that were tlic rcsult of Lnpnidcnt 
decisions or actions on the p u t  of FPL's managcment. This conclusion was reinforced by c"u)' 
intenricwee with whom Concentric spoke. \Vhen asked wvhetlicr thcy wvcxs awam of any costs that 

Indccd, -achowlcdgcd 
during OUC intctvicw that "the costs will be rvliat dug [my and Ius concerns ace related to \w-hat 
information would be prescntcd to the FL 1'SC. As R result, Concentric bclicvcs thcrc are no costs 
which sbould bc subject to disallo\vancc by the FL PSC. 

Concentric has, l~ou~evc~, found evidence that suggests concerns with the reporting of mviisions of 
the cost crtimnte. Thcrc documents and the concerns are descuibcd within Sections VI1 and VIII  
below 

VI1. 

A. Scooco f lnauirp 

The chronology of cvcntr pmscnted in Section 11' of this rcport led Concentric to focus on the 2W9 
NCRC praceedhgsm in order to assess \vhethcr the information prescnted by FPL B thorc 
pracccdings relating to the EPU cost ertinntcr, sdrcdulc, and cost-effectiveness was consistcot with 
the standards expected for testimony before, and rubniisrions made, to a rcgulntoq agency. 

nwc WK threc separate set% of nctisitico in the 2009 NCRC procecdmgr in wlidi information 
about tlw stshls of tlic EPU \VAS presented. Thwc sets of activities are the 1) prc-tiling of testimony, 
both direct and rcbutral. 2) production of documents and answering of interrogatorics in the 
discover). proccsscs. and 3) tcstlnony at the hearings. In thc 2001 NCRC proceedings, pre-fdcd 
testimony on tlicse matters \-I nibnutted on M a g  I, 2009 (direct) sod August 10, 2009 (rebuttal); 
documents were provided nnd intcrmgmries wcrc respondcd to froni Jmuar)., 2009 tlirougli the 
hmtiig: thc hearings on tlicsc issues were held on September 8, 2009." Sincc nn important element 
of this investigation Im bccn about thc tinclincss of internal and cxtenial information flow, wc h a w  
clioscn to csamnine FPL'r actions in tbc tbrec separate timeframes discussed above. 

B. Pce-filedTcstimony 

I should not be pnssed along, tlic unanimous R L I S W C ~  w a s  "no". 

Tlrc Flow of Information tn the FPSC and Otlicr NCRC Parties 

FPL presented four witnesses in the 2009 I\'CRC praceedingr on issuer relating to the EPU 
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c .Schcdulc TOR-7 (Tme-Up to Oliginal), which was sponsored by 
and wvhicb conhued to rcly on thc cost ertiinatc submitted in Docket 08oW7-E1, a ong 

the cm.eat that thc Coinpnny continued to evfiluxtc the COS~S of the project”. 
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On Novembcr 7, 2008, Rcchtclinfom~ed FPL that its estimate of costs for t lx  FTN 
EPUr had increased by $37 million; this higher ~ l u e  is oscd in the Bcchtd cont~lct 
In early Dccembcr, 2008 the EPU’s Project Controls Group identified &at the bhy, 
2008 cost esriinatc \MI &ely to be too low given the Bechtel contrnct and cost 

A Condition Report dared 12/10/08 concludes that Ole rcsdution of die 4/3/08 
Condition Report was 2 “nurrcd ortunit).’”‘ 
On Fcbmary 17, 2 0 0 9 , d  \MS prcrcntcd with an analysis prepared by 
Project Controls and the PSL site that their current cost crtlnzte for PSL is $129 
million above the My, 2008 ertimnte” 
By blnrch 26, 2009 the P?N sitc team had nlro concluded that the cost estimate 
should be raised above tlrc May, 2008 cstimite; a decision is made to not use the 

pamcipmd in developing 2 prcscnntioii in late Apd//eady blay 2009 

for PSI, and FIN were urichanged froin tlic hlny, 2008 crtimatcs; tlic Pzojccts’ cost 
stmu is ahown as ‘‘gr~cn:~ 

higher EOIt ertinntc‘6 

Bcchtcl llrd er&nated highcr costs, Ius cost estitnntcs 

A s  shown by tlur chronology, the EPU‘s cost cslimatcs wcrc clcarly in il state of rapid tlrc; by h b y  1, 

tlmt an incrcasc WIS necdcd. On Ihc 
Y contrary, wha 

1 *Ahlay 1, 20U9 Direct Testimony WIS outside tbc bounds of wccpnblc conduct as of tlic 

uplpward revision to the cost estimate 

reported to the FSC was consistent with what his Direct Tcstiiuon 
L‘C or . 
dntc it was filed. 

C. 

Concentric rcquestcd, received and reviewed all of the productionr of documents and interrogatory 
rcsponscs submitted br FPL in Docket 0900G9-EI pertaining to die EI’U budget, schedule 2nd cost 
cffccctiveness. Our xwicw led us to follow up on one interrogatory rcsponrc, submittcd in rcsponsc 
to StafPs Fifth Set, No. 53, faor furthcr nnalgsir”. TIiir interrogatory response, \vhich is attached RS 

Exhibit 7, sought 1 listing of each analysis that FPL wns oficring to satisfy the rcquiremcnts of 
Section 366.93(5) F.S., which required an annual coinparison of the hudgetcd and actual cash  XI 
cornpared to the cstinmed in schicc cost of nuclear projects. The rcsponsc, wlid, wm submitted 
on August 17, 2009, refers to Sclicdulc TOR-7, \vlGch had been submitted on Nay 1, 2009. aod 
describes that it is P “snsprhot” of a continnow pmcess.” 

\Vl& it is inherently B rimer of judgmcnt, Concentric docs not believe that  

-and Production of Doc” ments 
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Bchveen AIay 1,2009 and Auugurt 17,2009, major changes hnd hcen made to t lx cost c s h a t e s  for 
the EPU projects. On hhy 31, 2009, thc PTN EPU budget indicator is shown 21 rcd, indicating a 
serious cliallcngc to niccting the ekltiig budgetw. On June 3, 2009, Bcd~nl  submitted n ‘TSO” 
(mean vduc cost csuniatc for PTN that \vas $108 million above the Alas, 2008 crtimatc”. O n  June / 23, 2009-idvised thc ESC of the Bcchtel cstimntc”, and the ESC insmctcd him to 

by seveixl ptople 
preparc a “linc-by-line” updatcd cost estimate for thc projccts 

reportcdlyworkiny! seven dqx a wcck for A month, and presented 
9 meeting. This updatcd estinmte rims prepared at tlic direction of 

. .  _ .  
thc EPU projects which were np~mlirnatcly 21% I&r d im the May, 2008 ertiniatcr”. 

‘Illerefore, Schcdulc TOR-7, which is rcfcrred to but not atuebcd to the wrponsc to Staff 5-53, w..s 
out of date by August 17,2009. Howcvcr, the interrogator). only asked for n hliq of the rerponrivc 
malpcs, not for PI’L‘s cuiient or updatcd analyscr. In  addition, tlic respondent to thc 
intcuogatoxy, a Regulsroq~ Affairs staff mcmbcr, had no knowledge of rhc new EPU cost estimates, 
nor of any source data or documcnts relating to this Lsue that were crcntcd after rVay 1, 2009. 
VPL’s approach to complyingwith thc Scction 366.93(5) rcqwiiccmcnts w a s  to pcrforni il “snspshot” 
andysir ai of late April 2nd to indudc that information in the May I filings. Neither the Regulator). 
Affairs staff nor tlic Lcgal staff, nor FPL’s othcr \rihlerres. saw any port-Alay I, 2009 source 
documcnts until preparations began in December, 2009 for the 2010 NCRC proceedings. 

Concenuic views thc raponre to Staff 5-53 as being accurate, reliable and responsive, even though 
the document rcferird to was out-of-dntc. llie respondent nnrwercd thc question in ii foorduiglit 
foshion bared on sll of tlie infurination known to this perron at the time. 

D. Testinlonv at tlca ring 

./ As stntrd cJrlicr,-ai,d=apprnred 1 1  I IC NCRC Iwaringr on Seprctnbcr 8. 2009 
g- A t  rhe herring, tlic following e d a n g c  took place henvcc 

b 
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’ ‘llis followe-introducing several corrections to crmtp in l i s  pm-fdcd tcstknong, and 
updating I& pmfikd t c s h o n g  to d e c t  his new titlc and responsibilities %vi& FPL. The eschangc 
with counsel hid the cffcct of assertkg that all of thc statcmcnts in the pre-filcd tcstimony, and tlu 

t exhibits sponsored b)- rcinaincd rluthful and accurate RS of Scptenibcr 8,2009. 

9 As of Scptcmbcr 8,2009, had pscticipnted h thc dcvclopmcnt of higldg dctailcd cost 

and contractor pcrronnel on July 25, ZO09’3. The otw earhates for PSL wcrc cnwated RS still being 
“at tlx ConccpNnl lev#“’ (as were the May, 2008 c r h n t c r ~  and dlc comment W E  rnndc that tlx 
full scope w a r  still not knovn. Ho\r.ever, die new values w t c  clclrly labclcd BE the Turrcnt 
Foxcart:’ and the sratetucnt w a s  clcnrly made that thc “Currcnt Budget” (tlic May, 2008 ~ l u c s )  was 
being increased to the “Currcnt Forccast.”M The July 25, 2W9 presentation offers an rytcnrivc 
perspective on the rhortconings of the Mag, 2008 estimatcr and  the lessons that should be lcnrncd 
from this cspcrimcc”. Concen~ic a150 notes that the ESC w a s  cuplicitly advised that tlre new cost 
estimates wcrc inconsistent with the h<q, 2008 nnd Hay, 2009 dnta tliat had bccn presented to thc 
FISC, and that seven1 new cconondc fcasibiity malyscs had bccn pcrfomcd, \ d k h  updated those 
wvhicl~ lind been rubnitred to the FPSC eleven weeks earlier?‘ The new feasibility analyses 
continued to d~ow that the projects \vet.c beneficid to custoincrs, although less IO thxn in tlre bhy I ,  

y In our intewicw with IGn-defended h i s  Septeniber E, 2009 renfhmatbn of his PIC- 

filcd tcstimony on the grounds [lint tlic J d y  25, 2009 cost crtiinnter wctc preparcd assuming the 
validity of nmny rcopc changer and manpowcr estimates, and that they WCIC r no bctter tlian a 
“guess” with little support. H e  indicated dirt he does not recall any discussion \vi& rcgnrd to 
whctbcr thc updated cstiinilte should bc presentcd to thc FPSC. Concentric agrccs that the IICW cost 
estknatcs \vcrc based on only parually conrplctcd engineering and design intotmation, and that they 
\yere still subject to revisioa as new infonnation bccaiiic av.aL&dc. However, that is always the case 
with a fast-tracked construction program, and contin~wr to bc thc casc today. nterc facts do not 
support the continued use of infommtion tltat wes based on CI‘CII carlicr concepninl dcrignr and out- 
of-drte iuanpowcr and material estimntts. n ~ w  cstinmtes were the product of inom than a 
dozen pcople worhig extended hours for a tnontl,, and had been reviewed by CVCL). level of 
management in thc EPU organization. They rcflectcd b r    no re lcno~vllcdge about the scopc of tlic 
EPU pcojojects than had bccn urcd “1 the 2007-2008 Shaw scoping analysis, materials cost cstinntcs 
that were barcd on Car inote recent data 2nd rrrsnpowcr estimates t lm reflected the revised scopc 
a d  loading c rha tc s  prcparcd by Bccbtcl. Most inportanfly, they wcrc picscnted to the esccutivcs 
of FPI, in charge of EPU govemnnce (and wlio were responsible for npproving budget chnnges for 
tlic projects) as the best ‘linc-by-line” csdtmter wailxblc at tlic time, wcm tnntcdaUy different from 

to 
tlic cost cstinmrr, including those that art bcing submitted to the FI’SC in Ala)., 2010. 

8; htWhg ‘c4Yeit roc mu 5mday ~ ~ ~ ~ i ~ ~ .  jmtS 25,2001, Rcm AN 3:Jn 1w. 

projections for the EPU presented there new estimatcs to dozens of senior FPL 

2009 filing”. 

thc 2008 citiiimtes, and have continued to senv PI the refctcncc point for all subsequcnt res’ 1510111 ’ 

85 Ormndcd I’ow-rr Upnres, I’rojecr Update, Sdnk lacic, July 25,2009. 
87 I’lodr I’orcr & light Compmnfr Pctition to Dcmnnioc Nccd lor Rsp.nnsion of I3rclrinl lb \ver  l’hnr m d  loor 

Oscrnplkm fmni llulc 25-22.082. F.z\.C., nockct No. 070602-1?1, SepLembrr 17,2007. 
M l%rendcd I’avcr Upmci. I’miccl Upditc, ’ h k c y  I‘ohr, July 25.2009 mdErtcndcd Puwcr Upraks. Project Updrrc, 

FPI. 153231 
NCR-10 
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I Concentric has concluded that by the tin, 
-totook 

stand, !hcinfymation presented 
on Schcdule TOR-7, and the testimony re B ~ C  to it. was out of date Thu opuuon IS supported by 
tlic statmicnts of nearly all of the EPU project pcrsonnd wve intcrvicwed (othcr tlmn d,e two 
individuals that participated in the decision to not update the testimony), m d  is strongly held by 
ninny of thorc wvc intenkvcd. 

‘z Conceiitdc bar found no evidence to suggest tlin FPL’r witness on tlx cost cffcctivcncrr 
of the EPU projects, bad any knowlcdge that bccn prcrcntcd to the ESC. 

hc e tlm cost estLnntcs provided on Sclicdulc TOR-7, IS 

3 sponsored 1,) 
of FPL. 

FPL 153232 
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Concenuic has found no cvidencc to dfmonsu-ntc that there uns a bvidcsprcad plan ~~-p~l ’p~rc@ly-  . . - Comment 11PBq: s h o u u c r ~ t  
punim ~ ~ i l , r r r , n y ~ ~ , r 4 ” “ , ~ ~  keep updated information from being provided to the NCRC parties. The documcnlr we have l u ~ , p = ~ d r ~ n ,  

111 September, 2009 as to \vherher tlrc new cost estimates were “official” or not, and internal reports 
wccc inconsistent in thcir use or nm-use of the updated forecast (see Scction VI11 for additional 
details). Tlic EPU staff had cspcrienccd signiticnnt tuinovcr and \vas also undergohg a major 
reorganization at tlist time, which appeam to have contributed to the lack of clarity on this point. 

VIII. Information Plow within PPL 

Tlic clirot,ology that Cooccntic liar demlopcd liar rnised several concerns with regard to thc 
information flow within thc EI’U project team nnd to broader nudienccs within FPL. For the 
purpose of reviewing these isucs, wc h n w  segmented thc chranolog). into the period preceding July 
25, 2009 and that after it. 

A. 

Concentric has rcvicwed docunicnts which indicatc that the EPU management team wns made 
a w c e  of staff conccrnr about tlic sdcquacy of thc Shaw scoping analysis and nrsocintcd cost 
cstiiiatc as carlp as April, 2008. A detailed risk mitigation plan \vas devdopcd to addrcsr this issue, 
but not complctcd. Tlmc conccms re-surfaccd nfter the Bechtcl contract was awnrded in 
November, ZOOS, and were brought to the nttention of the EPU senior nianagenicnt in Dcccmbcr, 
2008 and Febmq, 2009. By Fcbmnty, 2009 the MPU Project Controls group incinbca had 
dcvclopcd B revised cost ertluntc, albeit in p r e l h h a t y  form, that projccted n $129 tiillion cost 
increase for PSL, wltich is quite dose to the values presented to tlie EX in July, 2009. Similar 
crtlmter had been developed for PTN by hlardi, 2009, but the EPU rhff  \WE directed to 
discontinuc usc of t l h  estimatc until inanagcmcnt had resic\vcd it further. Tlirougliout h e  2008 
and the fmt  sin months of 2009, Hccbtel subtnitted several revisions to its cost estimatcs, all of 
abich were substantially lliglicr tlinn its indicative bid and Iighcr than the ertimate dcrcloped ar pnrt 
of the Shaw scopiog analysis. 

llx EI’U’s asxswxnt of its own ptrfomancc during this period, ils presented to rbc ESC on July 
25,2009, was that: 

rcvicwcd, and our interview, indicate that there w a s  conridemble uncertainty w i t h  the project staff : 

p, .I&. 25 2009 1, >formation Plow 

It “undcrestimatcd the risk and costs associated with the fast tmck project:’ 
It “did not s s m  [thc] capacity of [the] organimtion and costs,” and 
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%xIy warning on cost ove~runs and undefined scapc depletion were not dealt with in a 
timely manner.” 

Concentric concu~s with these nserrments, and notcs that many of thesc issues have been reinedcd 
through changes in procedures and the organizational smcrure since July 25,2009”’. 

An irruc that contributed to tlrc delay in informing the ESC about the I k l y  cost increaser was rhc 
EPU’s miunent of the cost esdnlate contingency and thc dcvclopment and synchronization of the 
trcnd regirten and rlkregirtcrr. 

FPL has in place hvo sets of insuuctions that address IIOW contingencies arc to bc dcvcloped and 
npplicd in the cost estimation proccss. EPPI-320 is specific to there pmjccts 2nd addresses horn 
cost csuinatcs RTC to bc dcvelopcd, including tlw dcvelopmcnt and inclusion of contingencies. This 
instntction has bccn in plicc since hlarch, 2008, and remains in effect todly [\’EIUF\q. EPPI-320 
states that %timites should include project risks, uncerrGntics, and contingency. These sliould bc 
documented along with tl,c inctliodr for deterniining percentage of risk and the amount of inoiicy 
arsociatcd with the cuntingcncy.” EPPI-320 stilks that it is supplcmcntal to NI’DI-304, wliicli is R 

Nuclear Projects Insmiction which provider specific guidancc on the demlopincnt of contingcrteicr. 
NPDI-304 states that: 

47.6. As a gcncral d e ,  conccptual estimates should have a 25.30% contingency, Level 1 or 
preliminary estiinates should have 15.25% contingency and Lev4 2 or delinitive ertlnater B 
5-10% contingency. The exact perccntagc is detcm~ncd on R case by CPSC basis. 

TLte EL’U pcojccts’ cost estimates fit thc criteria fur P conceptual cstinme in 2008, and appeilr to 
liavc achicved OL‘ at least approached Level 1 ststus by the cad of 2009. FPL’s practicc Iias bcen to 
lrhel the contingency 06 “Scope Not Defined”, or “Scopc Not Eshntcd.” Tl,c EPU has defined 
thc contingency as ‘%ontinggeney is ail ammint added to an estimnte to nllow for additional costs that 
espericncc slvnvs will likely bc required. This may be derived cithcr through rtatLticnl snalyrir of 
past project costs, or hy applying experience galxd on sbidax projects.” (N”I-304, p7) Thc EPU 
instructions also slilte that the contingency should be “hared on the l e id  of unccrtaint). or 
conipkxity of a project.” In addition to the contingency, thc DPU crtitnatcs indudc ~n nllowance 
for the expccted (probabilirtically dctcrtnined) vnluc of spccific modifications or conditions wltich 
I m r r  misen. Xiis vdoe is supposed IO he derived frMn the risk register, which identifies rile issue, its 
cost impact, its prohabitit). of occurrence, and its expected value. Itcins stc supposed to w r u  the 
risk q i s t c r  from the trends rcgirtcr, which is an early-wanring ryrtcm for changing conditions at t l x  
projects which can affect cost or scbcdrdc pcrfarmancc. EPPI-300, another EPU instruction 
relating to changcs in project cost estimates, dcrcribei the purposc of the trend pmgmrn as follow: 

2.1. ..‘Ilie trend ptogogmru fosters vigiligilnncc, a\varcnc~s and nction tlmugh constant pmbing, 
reporting. reviewing, discussing, and analyzing the projects performance against the pmjcct 
plan. The rrend program is a dymmic dccisior1-mnking process, which exposes pendhg 
decisions and thcir relrtcd inpct(s) prior to thc fact. Thclincrr hi identifying and rc-erolving 
trends is a key element in cootrolling project cost and must be mnaoagcd nnd rccordcd to 
maintain current forccastr. 
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bawd on our rcviinv of documents, and as confumed in our intenicw, from hlay 2008 to today, 
the EPU's cost ertimuon process has not complied with thcse instrucuons. The discrepancies 
hctwccn tlu instructions and actual pnctices have been ~ U I I I C ~ O U S ,  but the most signiticnnt include4 

FPL 153234 
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Since the Bcchtcl contract was c x m u t d  in Nowmbcr, 2008, the project has not mainnincd 
a I i n d  of contingency that is consistent with FPL'r guidelincr; the contingcncy has been 
deplctd modi-by-month by scope changer, crcnlation and risk ildjnstmcnti; thc 
contingency has heen treated 11s P halrncing wrinhle with the xdue derived ritnply by taking 
thc total cwxnt  cost cstinntc and subtracting out tlic known scope and risk register 
clcmcnts rstlicr than haruig it on the leml of dcdopmcnt  or uncertsinty associated with thc 
project; c~uremly, the contingency is far below thc stnndardr npplicnble for a Lcwl 1 
cstimatc. This practice was acknowledged in the July 25,2009 Icssonr Icamcd section of the 
Ex presentations hy the conmicnts that "_, .undcfincd scopc depletion not denlt with in n 
tiincly fashion.. .undefined scopc allowance used in establislling base contracts m d  work lcft 
littlc for cmcrgcnt i t em or incrcnscd scopc.. .must indudc undefined scope allowance brsetl 

and l i a ~  not since July 25, 2009, The new EPU msongcmcnt team is nddrerring thcrc issum 
through the retention of High Bridgc to pcrfonn il t l i id-pnq rcviiew of thc cost estimates, 
arid to dewlop a pro~bilistically-dcterlnined contingency, I ~ O W ~ V E T  that work is not yct 
conrplctc, snd the irruc of the dcplctcd contingency rernnins umcsolvcd. 
Thc trcndr registem nnd risk registers IWC not h e n  developed in accordmcc with the 
projccts' instmction set, and tlic risk xgistcr was not directly synclironizcd with the 
contingency or thc cost estiniatc until after July, 200'); Concentric has rcviwcd the trends 
and risk Ifgirterr for the projects PI they existed from January, 2008 to today, and has found 
that ............. Tlii isruc was adinawkdgcd ii the July 25, 2009 ESC brichg by tlx 
conuncnts that "Currcnt undctincd scope allowance is not aligned to the risk 
matrix.. .looked at the project only from a lligll level risk." The cnmnt EPU nmagemeot 
team has explicitly Linked the risk register to the cost crtimnte, hawcvcr, the link benvecn die 
risk wgistcr and the contingency (scope not defined) has apparently not been ernhlirhed, 
and is apparently mailing the receipt of the High Bridge report. 

A second irruc tlint adxwsely affected tlic tindy flow of project cost information wi t lh  PPL rclRtcs 
to the process for dcdoping updntcd projcct cost estimates, securing the approval of tllcsc updates, 
and communicating these updates within the FPI. organization. FPL's EPPI-300 governs the 
process for thcse activities, 2nd crtahlirhes the following procedurcr and rcsponribiliticr: 

. All issues PIC to begin as trends; depending on the nature of &c isruc, considcrntion is to bc 
giwn to a d d q  t l i ~  irruc to the risk tcgistcr, as called for in EPPI-340, which governs the 
iisk managcmcnt progmm. T h e  is rcrponriblc for dtvcloping nnd 
updating the risk register [ADD POSI'IXIN PEKEI'PI 3401 
If an isrue identified in the uends/rirk rnanagment plogtanlr cannot bc rcrolwd 
(nutigated), tlxn P Scope Chnoge/lrorecast \'ariancc Porn, ("SC/FV") is to be prepawd to 

* 
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authoriac a change to the project‘s cost forccnst. SC/FVs arc required to be established 
scpamtcly for each site and for nll project modifications. The SC/I;\’s arc to be signed and 
appmwd by up to ten different positions in tile EPU organization, depending on thc 
magnirudc of the cost change; FPL’s- is rcquired to npprovc all SC/I;\’s in 
CSCESS of $5 d o n .  
The SC/FVr am required to indicate whcrc the additional funding is coining from, \vhich 
can be from B rclcrsc of lundr from thc contingency, or from I change to the approved 
budget. 
All releases of funds from the contingency nccd to be reviewed by the DPU Site Projcct 
Director, and approved through the approval proccss for SC/FI’ forms. 
All SC/FV form ~ c e  to be retained as permanent project records, and their location is to bc 
lil>own Ilt all timer. 

[ 

Concentric rcqucitcd all SC/F\’ forms for the EI’U projoiccts since 1/1/08, 
documents produced in response to this rcqucrt indicated that . . . . . _. . . . . _. . . . . ... 
Concentric has concluded that the EPU’s publirhcd pmccdures for developing, cstiniating. 
approving. wacl;ing, and possibly cetaiiing revisions to the cost estiniatcs w e w  largely ignored 
through July, 2009. and arc still far from achicving widcsprcrd compliance. It is c h r  that ilic 
process requircd for rclcasing funds from the contingcncy has not been followtd, and that rcvisianr 
to ihc Cost crtimstcs hme not _._............ These facts h w  resulted in ddcsprcad confusion 
within the organization regarding what tbc current approved budget is at  m y  point in t ime, who has 
to approve ehmgcs to that budget, whcthct thcrc is B meaningfill difference between thc teoiir 
budgct, cost estimate and cost forecast (all of wluch arc used in different standard repom), and how 
to I I ICPSU~C and report variances from the budget/rstimatc/forccast. hlang of these same points 
were achowkdgc by DPU managcmcnt in thc July 25, 2009 lessons learned scctions of the HSC 
presentations, ~vhcrc the comments were made that “Individual hloditicatian Budgets nnd Sitc 
Department budgets [wm]  not estnhlirl~cd.. .did not ZISC formnl process sucli RI Plant Review Board 
to approve scope growth during design proccsr prior to Ol/Ol/09 ... no fornxd cost benetit was 
p~<forined on design changes.” 

Pindy, due in l q c  put to dic confusion discussed ahove, o w  review of the EPU’s standard reports 
and prcrcnmtjonr b r  made UI aware of swernl reports that wccc issued with incorrect, rnirlcadbg 
or out-of-date information. There problctns pcrsistcd tlxoughout 2009 in the hlontldg Operating 
Kcpolh @IOPKS), monthly cash flow reports, md ESC ptcsentations. Even more troubling are 
reports wc h a w  rcccivcd &om inrtiidualr within FPL that documents they were rcspourible for 
preparing m r c  changed, aftec tlic originator had irsucd thcm, by someone dsc io the orgatiiration, 
often with no crplnnntion as to why tlic clianger were tilade. In other insmncer, indi\+dunls were 
told to inde the chnngcs themsclvc~ by soni~one elrc within PPL. \VI& thcre acco~nts arc rccy 
difficult to verify, t l q  do  not repxesent a single account or cxomple, rind S O ~  corroborating 
docunicntntion has been provided to 11s. There actions appmc to he Inrgely nttrihuted to mangers 
that are no longer in thc EPU organization, but they deinonrlratc the nccd for more dcfnitiw 
docuincnt control and ownc~sllip procedu-cr. 

Our review of the 
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E. Prcliminaty Recommendations for Improvements 

Conccnuic’a investigation into this miltter has produced a numbcr of ce-ecoiimicndatians for proccss 
improvcmcnts nnd corrcctivc actions. There recanunendations arc prcrcntcd below. hinny of thcsc 
rccomncndntions intend to improve the dintributioii of infonndon witbin FPL the NCRC docket 
team and to the FL PSC. In certain of tlx rccomniendations lirtcd below, Concentric l iai  notcd that 
changes to the EPU Projccts’ since July 2009 may liarc addrcrred t lme rcwmmcndntions. 
Nonethhcless, IVC bclicvc tlx importance of tliese changes must continue to bc strcsrcd thc EPU 
Project Team. 

1. Concentric’s hvertiption into this matter idcntificd the flow of documcntntion and 
information from tlic burincrr units to tlic otlier members of the dockct team including 
regulatoly affairs and ot1,er witnesses RS nn area of con~cin. Concentric recommends tbit 
t l k  process bc cbangcd in o rdu  to provide timely and ongoing information within the 
NCRC docket tcam throughout cach NCILC review cycle. Tlir dl liclp to cnsuce that any 
updated informatjon is fully discussed within tlic NCRC docket team and prcvcnt Cuturc 
conccrns related to flow ofinformation to thc FL I’SC. 

Siniilnr to recommendation onc nbovc, FPL nnd tbc FL PSC staff should revisit issue of 
intm/intcr-cyclc document pioduction. Tlic ongoing production of a hnitcd iiuinber of key 
project dacumcnts would enhance the VL PSC st&s understanding of tlic projects and how 
thcy b r c  dcvclopcd up to  that point. It would also hclp to cns~irc ndequatc infornution is 
distributed to tlic FL PSC. 

2. 

3. The NCRC docket teani bas included and continues to include a numbcr of fust ILnc 
witnesses or witnesses with limited cxpcicncc scming in dlir role. As a result, it ir vitally 
important that WL’s Legal and RcgulatoiT Aff& dcpartrncnts continuc to ptwidc explicit 
inswetion m d  guidance to tlierc indiduals. PPL’s LEgnl and Rcgularoty Affairs 
departments rhauld asrume these individuals may not haw a full understanding of the 
rcgulatoly process and the implications of their tertimony. Tlic importance of updating 
O ~ C ’ S  prc-filed testimony and eshibits should be an cxplicit part of the witness tnining 
program, along with an cxplanation of the meaning of thc standxd qusstionr aslied by FI’L’s 
l e g 4  coimd. \Vitnerscs should also bc mndc aware of tlic fact that tlicp arc providing 
testimony within B ccrtin crpcrtise or subject mntter on bcbnlf of tlie Company and not as 
individuals. ?his may come widi obligation or duty to education oneself on matters related 
to this subject matter or exppcrtisc. 

4. As part of our invertigntion Concentric reviewed dw list of invitccr to the ESC 
pmscntations. It \vas reportcd that the FPL does not mint& n list of the attendees to each 
tnceting. Noticeably abrcnt from tliese lists of hwitees is II representative from FPL’s 
Regulatory Affairs dcpartnxnt. Given tbc unportsncc and r n l c  of the EPU Projects, and 
the alternative cost rccovcly txitinent being afforded to thcse projects, it is neccsniy to 
makc certain that i) relntiwlp senior mcmbcr of Rcgulatocy Affairs dcpamncnt nttcnd ench 
futurc ESC presentation. 

5. O n e  of the mom significant conccms idcntificd by Concentric’s investigation is dm 
owncrrhip and consistent updating of EPU l’roject reports. Often in Intc 2M)9 thcse reports 
\vue inconsistent and did not necessarily reflect the most current or accurate kformatian 
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madable. FPL and t he  EPU Project Team should ertablisb and implement expiicit report 
omere  (by position). In  addition, the FPL and the EPU Project team should cstablish and 
implmcnt an explicit report s i g n  off or dissent proccdure. This procedure could be 
modeled off of the current Invoice Review/Approval cbecl;lirt form. In addition, the report 
sign-off and dissent process should include a linlr to the ECP 01 other simikr program for 
anonymously n o t i f p g  superiors in the event of a concern Mtb project reporting. 

To  the extent that a puformance indicator relies upon a calmlation in order to produce a 
particular indicator, the result of the underlying calculation should be reported along with 
the performance indicator @.e., budget 01 forecast performance). By prom- the result of 
the underlying calcukdon, a report prcparcr or revicwe~ can quk!dy identify any discrepancy 
bemeen the performance indicator and the calculation that produced that indicator. 
Concentric's interviews also notcd that individuals wi& the EPU Project Team were 
~ c e a &  as to  Fhat w a r  ~cprewmd b y ~ e a d ~  pcrfo-ace in&ato~. Providing the 
underlying calculation used develop that performance indicator d help &fy the purpose 
of  the performance indicator. 

6.  

7. FPL should revisit die reporting relationship of  thc EPU Project Controls Director. W e  
t h e  change in repo&g from the EPU Project Director to the Vice President of Power 
Uprate is a positive development, the reporting relationship of  the EPU Project Controls 
Direct should include either a solid or dotted line outside of the EPU Projects. This will 
help prcvcnt any undue influence on the Project Controls Director and lis staff. A s  an 
altcmatire, FPL could consider forming a scparate Project Contcolr department, s d a r  to 
the Integrated Supply Chain department. Tbis separate Project Controls department would 
establish its own set of dcpartmcnt processes, procedures and insmctionr wlllcb mould tben 
be applied consistently auoss the FPL Group. Concenuic notes that future, largc scale 
projects could benefit from a set ofuniform and consistent project controls that incorporate 
best practices from PCIOES the organization. 

konccntric'r review Project statusfprobabilistic based contingency should be developed and 
used as supplement to or replacement for current balancing variable approach. [~ ~ ~ . ~ ~ ~. . . 

Tbe EPU Projects should crtabliah a formal intcmal process to approve and coinmunicate 
EPU budget, forecast 01 estimate changes on a total project basis (;.e., not annual). Tbs 
process should he urcd for bod, scope additions or deletions and changes in the espectcd 
cost of approved project scope as a result of material or component cost escalation, 
increased manpower requirements or other factors. This process should include a report 
chcclilirt to make certain all reports are updated consistently once a ncw budge\ forecast or 
estimate is approved. Concentric notes that EPPIJOO has been revised twice r k c c  J d y  
2009. If implemented thoroughly, tbese changes should address this recommendation. 

8. 

9. 

10. To the extent condition reports are bcing uulized to document potential budger or cost 
estimate challenger, tbc CR closure processes should bc reviscd to prevent the closure of a 
CR prior to the completion of a risk nutigation plan. In the alternative, risk mitigation plans 
can be tracked separately, but must not be closed untd tach of t h e  action itcmr listed on the 
risk mitigation plan are completed. Additionally, the completion of all action items must be 
documented and those documents should be preserved a central location for the 
remainder of the EPU Projects. Conccntzic notes that this change map alrcady be 
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impkmentcd within the current EPU action item list. 
continue to be stressed to the EPU Project Team 

%h Bridge Associates, or another independent third party, should bc rctained to complete 
an engineering bared cost esdmatc of PTN Unit 4 and both PSL units as soon as possible. 
ThL c s h t e  is needed to re-bascline the projcct forecasts and to enhance the c&ty of 
f u m e  forecasts. 

FPL should continue to ininrain EPU Project s t a f h g  as a high priority. A sufficient 
number of staff members are required to maintab adequate project conuol, including the 
updating and production of projcct reports. Throughout o u  investigation it w a s  notcd to 
ConcenLnc that many within the organization were ovemhelmed with the amount of work 
that must be accomplished given the “fast-tracked” status of the project At timcs, this may 

Its importance, however, must 

11. 

12. 

havc~cont$butedtr~the incons~tcncyoj & + ~ c v c y  of c c a G  project ~~~~ reports. ~~~~~~~ ~ 

13. The EPU Project Team should document the names of each ESC presentation attendee and 
maintain this list of attcndees with the ESC Presentations. This will increase the ovcrall 
transparency into the EPU Projects and document that the proper level of oversight is bekg 
provided to the EPU Projccts. 

The results of t h i s  investigation should be puovidcd to the Coiporate Responsibiliq Officer 
for use in improving employee contidcnce throughout the organization. Managcrnent nceds 
to  be aware of and understand the curent  fear of retabadon and illlstiust that exists at lower 
levels of the organization. 

Concentric suggests FPL institute a procedure for conducting organizational readiness 
assessments pdor to commencing complex, large-scale projects. This procedure should 
include a documented review of the Project Pkn  to ensue that it adequately details how the 
project is espected to e~o lve  over &e and ensure propu expectations related to 
performance reporting and measucrnent PTC communicated throughout the project tcams. 
In addition, thcsc assessments should indude a derailed review of cxccudve management’s 
expectations regarding the developmcnt and updating of  the project schedule, cost estimate, 
budgets and reports. 

ConcentLic and the EPU Project Management Team should conduct an investigation close- 
out  meeting at the end of thL invesdgation. This mecdng d review Concentric’s hding 
in t l~& investigation, oh& management’s rcsponse to those Gndings and discuss mays in 
w l k h  procenser 01 procedures could be improved to prevent s& project challenges. 
Concentric mould anticipate that the current Vice President of Power Uprate, the 
Implementation Owner - South, the Project Controls Director, each Site DLcctor and the 
Site Project Controls Supemisor would be invited to attend this meeting. 

14. 

15. 

16. 

? 
5 
’ 
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1. Introduction 

Concuituc Enera Advisors, Inc (‘Concentric”) \vas provided an electronic copy of this letter by 
FPL’s Legal and Regulatory Affairs departments on March 10, 2010’. Following initial discussions 
between Concentric and FPL, Conccnkic was rctnincd by FPL’s Legal dcpartment on 

32010 to conduct an indcpcndcnt invcstigation of the claims and matters set forth in the 
Letter’. A copy of Concentric’s cngagcnicnt lcttcr is includcd as Exhibit 1. 

Pursuant to Concentric’s cn 
#department, and specifically 
S-data rcqucsts or rcquests for 

onccntric’s findings aid reconmiendations in this matter are being provided 

&Concentric’s investigation of the allcgations raised in th Letter explicitly excluded matters 
human resource rclated matters, 

1 including the pcxformancc of specific individuals wi th i  FPL. Concentric understands that these 
matters arc bcing and id continue to be handled internally by FPL’s Huinan Resources depnrtnient. 

The remainder of our rcport is organized in to eight sections. Section I1 presents a summa~y of 
Concentric’s w rk WI which \vas uscd to perform this matter. Section 111 includes a sunitnary 

*Letter including rderencc to an intcrline tcd copy of die m t t e r .  a Letter occurring between 
10 response to th 
// Scction I11 prcsents a chronology of key events related to the 

January 2008 and Atareli 2010. Scction Vmviews Concentric’s futldings rdated to FPL’s decision to 
proceed with the Extended Power Uprate Projects a t  tlic Company’s Saint Lucic (“PSL”) and 
‘l’urkcy Point (“Pl’N”) Nuclear Power plants C‘EPU Projects”). As discussed further in this section, 
Conccntric has focuscd its attention in tlus matter on the nuclear Florida due to the state 

/;2 reguIatoxy structure. Section \q reviews the implications of the Lctter and Conccnkic’s 
investigation on the Nuclear Cost Recovery Clause (WCRC”) dockets in 2009 & 2010’. A rcvicw 
of Conccntric’s findings rclated to die flow of information froni FPI, to the Florida Public Seivicc 
Coinmission (“FL PSC”) and its staff (TL PSC Staff‘’) can be found in Section TJIL Sinilarly, il 
review of the flow information within FPL can bc found in Scction VIII. Finally, a rcviciv of 
Conccntric’s findings and specific recommendations can be found in Section IS. 

q’related to the performance review of- and 

ct Manager, dated blzrcli IO, 
2009. Conmmic is una\mrc of and did not investigate what occutrcd bchveen FPI.’s receipt of the letter arid 
Concentric’s receipt oftli 

/ S 3  Hngngenxnt bttcr fron aww to 2010. Jolm Reed, Re: Independent 1nmsdg;ltian of Fcbnmq 19, 2010 
correspondence to hlr. Lcwis Hay, FPL Croup C h ~ m n n  and CEO, AInlcli 15,2010. 
PL PSC Dockets 080009-El 6: 090009-El, In Ilc: Nuclear Cost Recover). Clause. + 
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A. Sources of information 

1 Conccntric’s investigation into this matter relied upon hvo critical pathways for inforinatioii. Fixst 
2 Concenwic submitted a minibet- of requests for documentation to FPL, in order to deepen our 
3 knowledge of die allegations set ford1 iu t h e m L e t t e r  and to independently confirm details 
Y provided to us iii the interviews describcd bclow. h log of Coiiceatric’s document request can be 
S found in Exhibit 2. 

Concentric also requested and conductcd 13 separate intelviews. Eight of Concentric’s intewiews 
were conducted in person at tlic offccs of FPL or at an off-site location depending on tlie location 

8 of thc interviewee. The remaining fire intewiews were conducted via telcphonc. All of 
4 Concentric’s iiiteisiews occurred between the weeks of h4ardi 15”’ and April 12”‘. Conccntric 

(0 selected specific individuals to be iiitetviewd based upo~i the allegations contained with the 
I I Letter, our prior ititenkvs, and Concentric’s undcrstanding of the EPU Projects organization. 
/L Conccntric considers the names of the individuals we ititelviewed to be confidential. 

/3 Prior to beginning each intenview, Concentric reviewcd the ITL Code of Business Conduct and 
I y Ethics (the “Codc”) with each intewiewee. This review included a specific discussion of each 
I r  cmployee’s “responsibiity to report any actual or suspected violation of a law or regulation, any 
(Q actual or suspected fraud, and any other violation or suspected violation of this Code.”’ Similarly, 
/I Concentric reiterated the Company’s noli-retaliation Commitnicnt outlined in tlic Code“. At  the 
ir conclusion of each intcivicw, the iotaviewees were given an opportunity to review any additional 
/ 9  concerns they may have had. 

20 The information Conccntric rclicd upon in this uirestigstion was supplemented by Concentric’s 
U existing knowledge of the EPU Projects organization. ‘lliis hiowledge was gained through three 
Z Z  ycars of rcviewing the project management processes of the EPU Projects for FPL as part of the 
23 Company’s annual Nudcar Cost Recovcly Clause filings. 

B. Indermidcocc 

rn 

t Y  ~nl~ougilout Concentric’s investigation into tiit dcgntioiis contahcd within the Letta, 
2r Concentric niaintaincd indc endence fioin FPL’s Legal and Regulatoty Affairs departments. Our 
2‘4 approach to inrcstigating th Leiter aud tlie allegations contained therein is our own, and not 
21 the result of specific directions from FPI, its employees or contractors. To this end, FPL did not 
a- place any consuaints on Concentric’s access to information or currcnt and former employees. 
.?!q Lastly, Conccnuic was not consuaird by budget or schedule espectations on thc part of FPL 

j0 Concentric’s findings in this matter are based upon our reviav of original sources. Concentric did 
31 not rely solely upon statements or contractors. Instead, Conccntric rcvicwed and 
3 2 verified assertions made hi the Letter and Concentric’s inteiviews with contemporntlcous 

Florida Pawcr & Light Company, Ccidr of  Business Conduct and Ethics, most recently revised October 16, 2009, 
p. 2. 

6 hid.  
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( documciits produced by the EPU Project tenin, whenmer possible. The documcnts rclied upon as 
Z part of this irivestigatioii arc presented in Eslubit 3. 

C. .Kev auestions 

3 Concentric’s review of tlic allcgations raised hi t l i e m L e t t e r  and our interviews, identified five 
7 key questions which needed to be answwcd by our rcvicw. These key questions are directly 

intended to determine whether any imprudent costs were passcd onto 1VL’s custotiiers or if PPL 
intentionally \diheld information from the FL PSC. 

7 Foremost amongst Concentric’s key questions is ~vhcthcr liPL has made the correct decision to 
f proceed with the EPU Projects in light of thc bcst itiforination available at the t h e  decisioti was 
9 made. Secondly, Conccnttic noted a need to deterniine if my costs were incurred that should not be 
1 6  passed on to FPL’5 customers on the grounds of imprudeiit decision-making. Third, we esaniined 
1‘ whether the inforination provided to the FL PSC and tlic intewcners in each of the NCRC dockets 
I2 was accurate, consistent, timely and reliable. If not, Concentric sought to deternunc wvhat nllowed 
I3 this to occur and why. Similarly, Coriccutric sought to determine if the information flowing from 
N the EPU Projects to Fl’L’s csccutivc managenieiit was accurate, timely, consistent and reliable, and 
IT if not, xvbat allowed this to occur and why. Finally, Concentric sought to deternutic which policcs, 
I ( ,  processcs, and procedures need to be addressed as a result of these findings. 

13 111. Siiminaty Level Response t-Lctter 

IP Eshibit 4 prescnts a copy of t h e m L e t t e r .  To the original letter, Concentric has added its 
19 suinuiary-level obsenrations that resulted from our iiii~stigation of the allcgiltions contained thereiti. 
20 In addition, each obsen~ation contains a citation to this report in order to providc a “roadmap” to a 
2f reviewer of tli-cttcr and Coiiceutric’s report. 

ZL As can be sccii in Eslubit 4, a nuniber of the allegations raised in the 
23 be accurate. 
Z q  statements related to the timing of the initial scopiiig studics by Shawv and the rcpeatec ciange 11 

Z T  tlic ovcrall projcct scope. I.lowever, Concentric believes the shifting scope of thc EPU Projccts to 
Zk h a w  bccri thc prcdictablc result of tbe evolving design which is inherent in any complcs projcct. 

%d Along dicsc satnc lines, Concentric has reviewed certain reports relied upon by- to 
Zr support his assertion that as of November 2009, h e  EPU Projects mere continuiig to nlcasure thck 
2 9  cost performance relative to the original 2007 cost estimates. ‘Ihese reports, the November P 

,“I“ 
3d. Coinmittce (TSC’? prcscntation provided the updated cost forecase. 

33 Also notcworthv are Concentric’s findines related to tlic evolution of cost estimates OK Forecasts for 

LCtlCr WCKC ShO!?l t0 r r u u  Specifically, Conccntric has noted documentation IV iic I confirms 

eject Cash Flow Report’ and the PSL hiinual Projcct Cash Flow Report8, confmied & 
assertion. Concentric did note, however, that thc Norctiibcr Esccutir~c Steering 
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for cost over-iuns at PSL as early as April 2008.’’ A similar opportunity was noted in December, 
2008 when these individuals werc presentcd w i t h  a preliminary revised forecast for PSL. This 
followed the award of an engineering, procurement and consuvction (‘El’C‘‘) contract for the EPU 
Projccts to Bcchtel. At this t h e ,  the PSL Project Team was told to continue refining their forecast 
until Fcbiuary 2009 when it w a s  reviewed again by tlie EPU senior management. As notcd below, 
tlie preliminary forecast in Februaq 2009 was within appro.siniately $11 ~id io t i ,  or 2%“, of the 
forecast ultiniately provided to FPL‘s management in July 2009”. 

The basis of tlus 
chose to send this 

8’ Overall, Concentric has found 
4 finding includes concentric’s 

10 letter on a non-anonymous ‘ = h40teover, Concentric believes 
I sttong background within Ius function. 
(9 positions noted in tli- and many years of prior project controls employment as a 
I ’ i  cotitw=tor at FPL’s PTN site, 

IJ- that FPL had enough confidence it 
I4 
r\ 
Ig or poorly qualified for his position. 

iotified Concentric and I ?  Following our interview with 
20 I T L  via cniail on March 19, 
2’ -noted “that I ani the ncxt target for clinunation from [name withheld for confidentiality]’~ 
22 organizauon. I-le told me in private that he does not intend [sic] bcing fired as his prcdecessors for 
z* poor performance atid lie \\ill not let a few ‘stupid’ people affect his matiagcliicnt cffcctiveness? A 
ZY copy of this eninil is attached as Exhibit 5. Conccnkic reported this eniail to FPL’s Legal 
Z T  department. It is Concentric’s understanding this niattcr is being addressed by tlie FPL Human 
z@ Resources departnicnt. 

nuclear facilities in tlic US. It is iniportant to note 

as under- 
and a staff of approximately 100 
aware of every aspect of the EPU Projects, it 

on hlarcli 17, 2010, 
retaliation Specifically, 

IV. Chronology of Events 

Z!q 11 chronology of the EPU Projects is ptescnted in Exhibit 6. A sununary of the chronology, 
2* including the major events rclcvant to Conccnuric’s review are liighlighted below. This chronology 
z* was used to more fully understand the ongoing dynamics of tlic EPU Projccts and tlie precise timing 
So of ccrtain EPU Projcct activities. This chronology should not be viewed as a comprehensive history 
31 of theEPU Projects. 

3 1  ’Xhc ElW Projccts began hi 2007, at which time FPLundertook an initial scoping shidy to detcriiune 
J 3 a rough order of niagnihidc rROM”) cost estimate based upon a preliminary assessment of the 
3 ‘/ components which would requLc rcplaccnient to operate PSL and PTN at the uprated conditions16. 

>r CR ZOOS-11443, April 3,2008. 
3 
39 

11 Sunmimy Cash Flow EPU Total 090217 Rwiiewcd.ds, “PSL EI’U Projcct ‘I‘outal,” February 17. 2009. 
‘ I  Extendcd I’ower Upirter, Project Update, Saint Lucie, July 25 2009, p. 8. 

37 
YO l i   mail from 
‘// 
’/ L 

dated hfnrch 19,2010, t-lolin Reed, Sam Eatan, re: tior your cimsideratirm. 
16 Florida Power & L~gglt Conqmifi Pctition t o  Dctcmninc N e d  for Expansion of Electrical Power Plans nnd for 

Escmpliun from Rule 25-22.062, FAC,, Docket No. 070602-EI, September 17,2007. 
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I Conccntric understands, as originally proposed, the EPU Projects were expected to comincncc 
Z operations post-2012, but were advanced following the FL PSC’s rejection of the Glades Power 
3 Park Detexmnination of Necd in 2007”. FPI, filed for a Deterinitiation of Need for tlie EPU 
‘/ Projects on Scptaiiber 17,2007.‘’ 

f In tlic wintcr of 2007 and 2008, FPL retained Sliaw to review FPL’s initial scoping study and to 
b confirm OK reject the results of this analysis. Concentric understands from our inteiviewvs that these 
fl studies generally did confxni tlic FPL scoping analysis, but sonic discrepancies related to the 
Y rcplaceinent OK refurbisliinent of certain coniponcnts existed for Turkey Point. ’flic initial cost 
4 cstiniatc included a contingency allocation of approximately 45%”. 

t0 Soon after tlic cotnplction of tlie Sliaw scoping studies in A p d  2008, die PSI2 EPU project team 
I t  idcntificd tlic potcntial to exceed the original FPL & Shaw scoping estimates. At diis timc, PSL 
I * initiated Condition Report 2008-11443 (the “CR”) wliich stated the “EPU Projcct Fcasibilit). Study 
15 may not have caphlrcd tlic hill spectivni of modifications ncccssaiy,” for the upi3te‘“. In response 
Iy to this CR, tlic EPU Project Team developed a “Higli Risk Mitigation Plan” which was attaclicd to 
lr thc CR”. The Hinh Risk Milimtion Plan included corrective actions wlucli werc rcaukcd to be ~~~~ . . ~ ~  ~ 

including preparation and subnussion of a revised cost estimate 
Higli Risk htiti ation Plan \vas esecutcd by 

Itisk hli@aon an was ever completed. 
but not tlie jl Concentric IQ tlrc 

Lo Conccntric also rcqncstcd a copy of the revised cost estimate described in the I-Iigli Risk hfitigntion =‘ Plan, but was told that this document could not be located, nor could its edstencc bc confirmed?’ 

ZL On Novcniber 7, 2008 tlie EPU Projects’ EPC vcndor submitted a revised forecast for PTN of 
2) $262hIM for tlie PTN EPU”. TlSs comnparcs a scoping analysis assuniption of $22jhfi12‘. 

ZY In Dcccniber 2008, the PSL Project Cont~ols team again identified the potential to csceed the 
=r original forecast following the execution of the EPC agreement with Beclitel. A prclinunary, revised 
2Cr forecast for PSL was prcparcd and provided to the EPU Project Management a t  that time. Thc 
Z l  EPU Projcct h*hnagcnicnt, Iiowever, requested that the PSL Project Controls group furthcr rcfinc 
2Y and develop tlie revised forecast. 

%’? ClL-2008-37753 notcd i n  December 2008 that the EPU project is a major cliaugc for PSL and 
30 should have a change management plan in placc. In addition, Clt-2008-37753 gocs on to state that 
Or CR-2008-11443 was closed with scxTeral future actions contauicd within a risk mitigation plan and 

17 Florida Public Sclvicc Commission, Order No. PSC-08-0021-FOF-EI, Jatiuary 7.2008. 
18 Florida Power & Light Conipnng’a Petition to  Dcternunc Need far Expansion of Elrcuicnl I’nwer Plans and far 

Dxcmpuon from X d c  25-22.082, PAC., Docker No. 070602-EI, September 17,2007. 
‘9 Ibid. 
2” CR 2008-1 1443, “Lktailcd Dcscriptim~” +id 3,2008, p. 1. 
2’ IbicL, p. 8. 
2: The lune  8,2006 Risk Register includcr an itcm wlicb is similar IO dic JIigh Risk btitigatir,n Plan, bub tlic documents 

required to close out this High Risk Xlitig&m Plnn could not be located. 
Extended Power Upr.~es, Projcct Updntc,‘~~trltey Point, j d y  25,2009, pp. 25-26. 

21 Ibid. 
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tlradied separately within the EPU ltisk Mitigation Program. CR-2008-37753 concludes that there 
2. was a “nussed opportunity” to screen CR-2008-11443 as a change management plan.” 

3 A second nieetinR to revicw the revised PSL forecast occurred in Februaly 2009. This meeting w a s  
Y attcndcd by tlic EPU Project hlanagcnicnt Tcani and rcportcdly includcd - wlii  w a s  
I- a~iliuintcd die as of January 2009, and the PSL Projcct Tcani. At 

this time the EPU Scuior hInnageinent was presented with a forccast of approximately $785 h,fM for 
PSI,. an increase of approximatclv $139 million over tlic then current budge?. This was 4 _ _  
app.oxbnatdy $11 million or 2% bdow what was ultiniatel -presented to the ESC in u1y 2009”. It 

4 was reported to Concentric that tlic t l i e d r e s p o n d e d  
lo  with a number of questions related to ie ass or ic revised forecast and requested additional 
11 refinement. 

12 A sinular cxcrcise was undertaken for PTN in blarcli 2009 and PTN began to report its gerforniance 

7 
I 

13 relative to this revised forecast. Howver, the PTN Project ‘l’cain was requested by the 
I* to rcvisc tlic initial reports, to measure cost performancc rclative to t i e  
lr orioinal uroiect baseline becausc tlic rcvised estimate still had to be “validated.” and because and 

~~0 L I ~ 

IV “extensive effort [was] about to begui to evaluate to coniplete for [sic] the 
17 
I f  instructions, but chose to coniply with tlic iiistnictions from Ins superiors nonetheless. 

/Q In April 2009, the EPU Projcct Management began a detailed cost review of tlic unregulated Point 

z-f a t  Point Beach for a period of two to three weeks in April. Upon their return, the 
2% =resigned from his position, and it is re orted that a similar undertal;ing \vas begun for the 

PSL and l T N  EPU Projects. T h e h v a s  replaced on May 1,2009. 

PTN EPU Project.”P (:oncentric \vas told that the was not satisfied with these 

20 Bcach DPU Project. This review included tlre sequestration of the EPU Project Mana 

ubnutted re-filed, direct testimony in Dockct 090009-E1 
stated “The EPU projects arc 

~q On hlay I ,  2009 tli- 
2.r bcfore the FL PSC- . 
&‘# progressinE on schedulc and within budget.” Additionally, t lis pre-filcd dircct testiniony stated P In this fcstunony, the 

. Y  - - 
V I  ‘ T h e  are no changes at this titile to the total non-binding cost cstinutc provided in  May 2008 in 

3f At the end of May 2009, the EPU Project Managenicnt Tcam repoxted to the ESC that the Bechtcl 
5% EPC estiniates had incrcascd to a level in excess of Rechtel’s indicativc bid? This increase was 

rcported to be the result of liiglicr than expected projections of field non-manual and manual labot J > 

-fq 
.3c 

CR 2008-37753, “llddiuonal Information:’ December 10,2008, p.1. 
26 Sunmnw Cash lilnm EI’U Total 090217 Rcvicwed.ds. “PSL EPU Pmiect Totzl.” Febnmrs 17.2009. 
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/ h011rs’~. Similarly, the cutrcnt EPU estimatcs were reported to include redundant project 
2 management and oversight costs which the El’U Projcct h4anagement Tcaru believed could to be 
3 eliminated to reduce the EPC vendor’s forecast)‘. Finally, it was reported that the EPU scope had 
y grown to be Iarger than the indicative bid presented in November 2008. The EPU Project 
r Alanagcment Team notcd that the current estimates were bascd on pre-eliminaly dcsign information, 
(( and that the project was in the process of refining new ‘levcl 1” estimates35. A target completion 

date of June 30,2009 for the new ‘level 1” cstinmtes was prescntcd to the ESC at this meeting”. 

r Following thc M a y  2009 ESC pesentation, the EPU Project Team undcrtook an E1’U h4odification 
9 Scope Rcview for both PIX and 1’SL’’. The results of thcsc reviews were prcsentcd on June 16, 
IO 2009 and rccoinmendcd the elimination of a substantial number of modifications as not necessary to 
I I  operate in an uprated condition.” 

/% The subsequent DSC meeting was held on June 23, 200939. In this presentation, the EPU scnior 
1 9  management team noted that thc DPU Projects W C ~ C  completing “level 2” estimates and reiterated 
IY the concerns rclated to the EPC cstimates since Bcclitel’s indicative bid in November 2008‘0. This 
l r  presentation was relatively short and precipitated the more detailed cost rcview inJuly 2009. 

111 During the intervening period behveen tlic June and July 2009 ESC presentations, the EPU Project 
I? Team expended considerable effort to produce a dctailed, “line-by-line” cost review for both the 
!Y PSL and P r N  project. Concurrently, a decision to replacc the EPU senior managcment team \vas 

(1 madc. As a te;ultl;PL’s esecutive feam tecruited tl&c ncw employees for thc EPU project team 

These individuals wcrc selected and recruited from witbin l T L  bchveen the end of Junc 

23 At tlic July 23, 2009 ESC presentation, thc new El’U senior management team was introduced and 
M the ESC was briefed in detail on the revised cost forecast. At this t h e ,  the forecast for PIN \vas 
zr reviscd upward by approximately $161 d o n  from $749 million to $910 million . Similarly, the 
fi PSL forecast was revised upward by approximatcly $140 million from $656 million to S79G million? 
Z? Thc slides which prcsented this information to the ESC notcd that the “current budget” was being 
2 y  incxcased to the “cuucnt forecast””. Simultaneously, the ESC was advised that the current 2009 
27 NCRC feasibility analysis included the original cost forecast, and revised feasibility scenarios were 
30 presented based upon the currcnt forecast as of July 25, 2009‘’. Thesc revised feasibility scenarios 
JI  did confirm the continued cost effectivencss of  the EPU Projccts. 

,I 

3) Ibid., p. 14. 
J* Ibld. 
35 h i d ,  p. 15. 
36 Ilicl,, p. 18. 
3’ ITN EPU Scope Review dated Junc 2LM9, PSL EPU hlodrlication Scope Ilevkw datcdJunc 16,2009. 
38 PTN EPU Scope Review dated Junc 2009, PSL El’U hlodification Scope Review dated June 16,2009. 
39 Extended Power Upmes, Executive Steering Conmdttce Meeting. Saint Luck & Turkey Point, June 23,2009. 
40 Ibid., p. 12. 
$ 1  Extcndcd Power Uprates, Project Update, Turkey Point, July 25,2009, p. 5. 
42 Extcndcd Power Upmtcs, Project Update, Snitit Lucie, July 25,2009, p. 8 

Ibid., p. 11 mdExtcrtded Power Uprsnr, Project Update, Turkey PointJuly 25,2009, p. 8. 
4‘ Ibid. p. 50. 
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f No ESC incctiiig was held in August. Nonetheless, both EPU projects did produce a nionthly cash 
& flow report. In the casc of PIN, thc Total Project Cash Flow report was not updated to reflect the 
3 revised forecast that had been presented to cxccutivc inanagemcnt on July 25, 2OO!I". In contrast, 
y the PSL Annual Project Cash Flow report was reviewed, the budget perfortnancc indicator was 

changed to Ked, and the total project cost summary presented on this report continucd to be shown 
4 as "under 

NCRC hcnrings in 'l'allahasscc bcgnn. During rhcsc Iicarings lhc  
tcmk ilir s t a m 1  nml indianttd tl int shoi~ld he be asked thc same questmiis 

duccr rcsiiniony his a n w c i s  would rcinain the same". 

IO The following day, September It, 2009, the ESC was presented with a ncwly rcvised forecast that 
k further inucascd the cost the EPU Projects by approximately $104 A M  for both sites4'. This 

1Z presentation stated that approximately 30% of the total project costs have "high certainty"". 

15 At the Octobcr 22,2009 ESC meeting, the ESC was advised that the current forecast for the projcct 
I '/ was unchanged, but the contingcncy had dccreascd by approximately $12 tnillioiiSD. In addition, the 
/r AFUDC estimate was decreased by apliroxitnatcly $150 nillion to $200 nullionil. A footnotr io thc 
11, presentation indicatcs the AFUDC was reduced to reflect FPL's pro-rata share of PSL Unit 2". 
1') Concentric n o t a  that the remaining values shown in this presentation are depicted as the full cost of 
IY the DPU Projects regardless of ownership. 

fq Also i n  October, PSL produced hvo Annual Project Cash Flow Reports with different budget 
20 perforinauce indicators ilnd different total project cost summarics. The fust of these reports is 
Zf  dated Octobcr 1,2009S3. TlGs report includes a red performance indicator and thc total project cost 

sumnary is listed as "undcr rcvicwv". The budget 
a5 perforinatice indicator in this report is listed as yellow and the total projcct cost sunuiiaq. is changed 
zy to $651 udlionY. No  one with whom Concentric spoke could explain the difference or the reason 
Zr for the hvo reports. 

The second report is dated October 2009. 

A. I L  

2k 
24 noted in Section 11: 

ZV 
&g 

ConcentAc has developed the following conclusions which arc relevant to the five key questions 

'Ilic original FPL and Shaw scoping studies provided the basis for FPL's decision to procecd 
wi th  theEPU Projects in 2007. 

do 
3 I (B AnnunlCash Flow. PSLEI'U Prc,ject,Auwrt 1 2009. 
9 
33 
d 49 Ibid., p. 9. 3r 
3(r Ibid.,p. 6. 
3q 
'%' 
>q 

'j Total Project Cash Ww, PTN EPU Pmjcct 2009, August 2009. 

Tmmuiit of Dircct Esaminrtion o b  Septernbcr 8.2009, pp. 208.209. 
Is Extended Pamcr Upmtes, Executive Strering Comn~ttuc, St. Luck nnd Turkey Point, September 9,2009 

Extendd PUOIYL.~ Upixtcr, Bycecotive Steering Committee, St. Luck and Turkey Point, October 22,2009. 

52 Ibid., pp. 6, 18. 
Annual Cash Mow, PSL EI'U Projcct, Octobcr I ,  ZWL 
Annual Cash Flow, PSL EPU Project, VctobcrZ009. 
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I 
Z April 2008 through CR-2008-11443. 
3 
‘f r 
(I 
9 

4 
I O  
I!  

The EPU senior projcct ~nanagc~ncnt was alerted to the potential for costs to esceed as early as 

The EPU senior projcct tnmiagcincnt reviewed a preliminary, revised cost estimate for PSL as 
early as December 2008 and a mote refined vcrsion of this analysis in February 2008. The EPU 
scnior inmagcmcnt prepared the July 25,2009 ESC presentations wit11 the intent of providing a 
dctailcd, line-by-line review of the changes to the cost estimate. 
As of July 25, 2009, Fl’L believed the EPU Projects continued to be cconoinic based on the 
reviscd cost cstimatcs and projected hcremcntal output. 
TIi-vas awarc of and assisted in the presentation of a revised cost estimate 
to I’PL’s executive ina~iagers as of September 8, 2010, the date 011 wvhich he prcscntcd his dircct 
tcstkiionp in a hearing before the Florida Public Service Commission. 

* 

V. FPL’s Decision to Proceed with the EPUs 

(2 In dctcrnlining whether EPU Project costs were prudently incurred the FL PSC w i l l  bc concuned 
13 with hvo items. First, is whether the decision to proceed with tlic projcct w a s  prudent based on the 
ly expected economic and other benefits to FpL’s customcrs? That qucstion is dcscribed below. 
/r Sccond, the FL PSC will be concerned with whether the EPU project’s costs wcrc prudcntly 
/U incurred. That is to say, are the costs for which FPL sought and is seeking recovey in dockets 
I? 090009-E1 and 100009-EIss the result of prudent decisions by ITL’s managcmcnt? This question is 
/v addressed in Section VI below. 

I Tlie itiitiol decision to proceed with the EPU Projects was made in 2008 on the basis of FPL‘s and 
2” Shaw’s prelinlinaiy scoping analysis which predicted, a t  a high level, which plant componcnts would 
21 require replacement or modification to support thc inucased output of the plants?‘ As \vas 
2 2  necessarily the case, this work was completed abscnt any dctailed design work. The information 
2; presented in this study was used as otic coinponent of R feasibility analysis which compared the 
A7 operating cost of FPL’s portfolio of gcncrating rcsonrces with and without the EPU Projects”. This 
Z T  aiialgsis relied upon the projected level of incremental output, thc com~nercial operations dates of 
2Cr thc DPU Projccts and thc duration of the outages, in addition, to the estimated cost to coniplcte thc 
24 EPU Projects. To the extent tlic resource portfolio that included the EPU Projects was projected to 
ZV be cheaper to operate than the generating portfolio absent thc EPU Projects, it w a s  deemed the 
27 EPU Projccts \VCLC in thc bcst interest of FPLand its custoiiiers. Thus the question becomes would 
30 “pcrfcct” rcportitig of thc rcviscd cost estimates have tnarel.iallp affected the feasibility analysis and 
9 influenced FPL‘s executive managenlent’s decision to procccd with thc EPU Projects in 2008 or 
3,+ again in 2009? 

33 It is Concentric’s conclusion that, at-best, awareness of a rcviscd forecast could have been improved 
J Y  by five months. Concentric believes the five month tinic frame is appropriate given the February 
Jr 2009 niccting behveen the EPU senior management and the PSL project tcam. As notcd above, tlus 

5j  FL PSC Docket 100009-EI, FPL Notice of Intent to Retain Party Status, January 6,2010 

1:ehmar). 2008 rmfSbaw Stme & \Vcbstcr, lnc., 3. I u c i c  Nuclcar Phnt. Balance of Plant. Extccndcd Power Upmk 

17 Florida Power & Light Cnmpany’r Petitiun 10 Dctermine NTeed for Expansion of Electrical Power Plmir and for 
Escmptbn from Rule 25-22.082, F.A.C., Docket No. 070602.E1, Scpteinber 17,2007. 

56 Slmv  Stonc & \Vebrtcr, Inc., limkev Po int Nuclcar Plant. B a W f  1 ’lsnt. Ex- 

P‘cbruary 2008. 
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I meeting followed an initial review of the PSI. cost cstitnatc in December 2008 and presented a 
2 revised cost estiniatc that was withi  $11 inillion or approxiniately 2 pcrceut of die PSL cost 
3 estimate that \vas provided to Iil’L’s csccutivc managanent on July 25,2009”. 

It would not bc appropriate to assume FPL’s executive nianngcnicnt sliould have become aware of 
the reviscd cost estimate in December 2008. The estiniatc that was prepared at this time was 

(p reported to be preliminaq in nahlrc and warranted additional review by the EPU projcct t a m  to 
1 fiutlier align it to the EPU senior nianagcment’s objectives for the EPU Projects. Nonetheless, the 
Y- EPU senior lnanagenient could liave taken this opporhlnity to notify FI’L‘s executive management 
q of die potential to revise the forecast in 2009. \k’hially aU of tlic inten-iewees agreed with this 

10 conclusion. 

11 Followiiig a conclusion as to how much awareness of tlic revised cost estimate could liavc 
/L improved, Concentric cvaluatcd \diether tlus would lime likely affected FPL’s decision to proceed 

13 with the EPU Projects. In this regard, it is iiiiportant to note that contenlpomncous with the 
rl revision to the cost esdmate, FPL also learned that a liighcr Icvd of iucreniental output may be 
if produced by thc EPU Projects. This additional output mas thc rcsult of more detailed engineering 
/ v  wvliich had been completed since tlie original scoping studies in 2007”. 

11 As noted abovc, I’PL‘s decision to proceed wit11 the EPU Ptojccts was based on a11 economic 
I€‘ fcasibfiy andysis which relied upon the expectcd inctcnicntal output of the facilities as well as tlic 
14 capcct cost, among other items. Due to the incrcasc in thc projected output of tlie EPU Projects, 
ZP the economic feasibility analysis was not substantially affected by the rcviscd cost estiniate. Indeed 
Zf the July 25, 2009 ESC presentation for PSL indicates the EPU Projects continued to be cconomnic, 
Zt although approximately 1459% less so, at the liighcr cost cstiniate presented during that meeting.M 
2s Thus, advanced awarcncss of the increased cost estimate would not haw altcrcd FPL‘s decision to 
2 Y  proceed wit11 the EPU Projects. 

VI. The Pass-Through of EPU Costs in the NCRC 

LT Conccntric’s review of t h e m  Iztter has illustmtcd tlie distinction between tlie cost estimation 
24 proccss and tlie incurrence of specific costs. Tlic forrncr is tlic projection of future costs witliout 
&‘l tlie actual expendihire of company or custonier dollars. The later is more critical to thc 17L l?SCs 
Zl review aud involved the actual cxpcndihirc of company and customer dollars or thc coninutnicnt to 
a‘? do so at  a later date. 

30 a le=  Letter indicate- concerns are specific to tile cost estimation proccss wvi~in 
of tevised cost estimates to FPL’s eaeciiuvc 
not idcutify any costs \vlucli are the result of 

=Letter during 
5 2  managcmcnt and thc FL 
33 an imprudent action b understanding of tlic 

31 tlic EPU Projects and more 

W o m  intewiew with Y 

5s ‘ S u m l l M ~  Cadl FIw EIJU ’i‘onl 090217 Xcvir\ved.slr, ‘TSI. EPU P+ct Total,” Fcbmr). 17. 2009. 
57 Extetded P o w r  Upraten, Project Update, Turkey Point, J d y  25,2009 rmd Extended Power Upntea, Project Update, 

Saint Luck, July 25,2009. 
”1 Extcntled Power Upnhs, Project Update, Saint Lude, JoIy25,2009, Pg. 50. 
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( Similarly, Concentric has not Eound any indications of costs that nerc the result of imprudent 
dccisions OK actions on the part of FPL‘s management. This conclusion was reinforced by every 

J intcn.ic\vee with wliom Concentric spoke. When asked whetlier they were aware of any costs that 
q should not be passcd along, the unanimous answer was “no”. Indeed,- acknowledged 
J- during our interview that “the costs will be what they [are]” and l is  conccrns arc related to what 
I, information would be presented to die FL PSC. As a rcsult, Concenttic bclicves there are no costs 
4 which should be subject to disallowance by the FLPSC on the basls of imprudent decision-making. 

Concentric has, however, found evidence that suggcsts concerns with the reporting of revisions of 
the cost estimate. Thesc documents and thc concerns are dcscribed within Sections VI1 and VI11 4 

10 below. 

VII. The Flow of Information to the FPSC atid Other NCRC Parties 

A. Scope of Inquiry 

I f  The chronology of events prcscnted in Section IV of  this report led Concentric to focus on the 2009 
/& NCRC proceedings“ in order to assess wvlietbcr the information presented by FPL. in those 
/?I proceedings relating to the EPU cost estimates, schedule, and cost-cffectiveness was consistcnt \vi& 
/‘/ the standards expectcd for testimony bcfore, and submissions made, to a regulatory agency. 

I (  Tbcrc were three separate sets of activities in tlie 2009 NCRC proceedings in which information 
/ V  about the status of the EPU was presented. These sets of activities arc the 1) pre-fling of testimony, 
/‘l both direct and rebuttal, 2) production of documents and answcring of interrogatorics in the 
12f diicovety processes, and 3) testimony at tlie hearings. In the 2009 NCRC proceedings, prc-filed 
/ r  testimony on tliese matters w a s  subinitted on May 1, 2009 (direct) and August 10, 2009 (rcbuttal); 
t.0 documents were provided and interrogatories wcrc rcsponded to from January, 2009 through the 
Y hearing; the Ilearings on thesc issues were held on September 8, 2009.62 Since an important clement 
6 of this inrcstigation bas bccn about the tinicliness of internal and crternal information flow, me have 
I’ chosen to examine FI’L’s actions in the thrcc separate tiiieframcs discussed abovc. 

R. Prc-ftledJ 

zq 
2s- 

z(r 

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

-- ~~ ~~ 

MI. John J. Rccd, Chairman and CEO of Concentric", and 

61 FPSC Docket No. 090009-El. 
30 G2 FPSC Docket No. 090009-EI. Pre-filed tcstimonv was also fdcs on hhrch 2. 2009. That testinions relrns to 2008 
3 I costs. Given testimony is not addressed in this section. 
JS. ‘3 Direct Testimony of ocket No. 090009-EI, May 1,2009. 

37 65 Dircct Testiniony of olm Rccd, Docket No. 090009-E1, Ala). I ,  2009. 
3 r 68 Dircct Testimony of Docket No. 090009-EI, hlny I,  2009. 

3s ‘4 Direct Tcrtiniony o ?day 1,2009. 
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1 
Z cost-effectiveness of the EPUs, direct testinioiiyb’, and sponsored 

’l tcstiinony related to nuclear project controls, procedures, policies snd practices, and tlic prudence of 
I’PL’s costs. He offered no estimatc of the projected costs to completion OK opinions on the cost 

f/ effectiveness of dic EDUS. -tstimoiiy related to tlic accounting for FPL’s incurred 
4 costs atid tlic 2009-2010 projected COS~S”. She did not offcr auy estimate of the projected costs to 
Y completion or opinions on thc cost effectiveness of the EPUs. Thcrcforc, our review has focused 
7 on the testiniony 0- and, to a lesser extent 

1’ -prc-ftled Direct Testimony contains the following statcnielits 

I1 The EPUpmjet:/r m progrmiig oil rchediile mid withiii hiid& lo drfiixr /he riibr/iuitid hecricJtr 
o/ridditioiml iiiiclenrgeiiern/iig cnpmio io ciirtoiilemjoiii FPLk e.xisfiig ,fl. L m i c  PSI-) units I 
eY2 iiiid Tiirk/lbeJI Point p7NJ Uiiilr 3 e9 4 iiiiclcrr,porvop/N,,tr.~i~erpl~iiilr. ’” 1% 

I3 
1Y ‘Theia ard iio rhnig‘,s nl /his tiiile to the toin1 iioi~-/iiii~fi~g cost rJliunte proded iii A 4 g  2008 in 
l r  Docket 080009-El. A i d ,  0,’ deiiioiirtrnled FPL l u i l i i e s ~ l h c  +iilepivjecl coiitiiiiier lo Le 
iv cost fffcr/iiirr iuhtii r o q p i r d  lo the iiikfi/ion ofofhergciieri/ioil nficrmhv. ”v 

I? ‘Xppeiidix I iiidtider /he TOR sdJediiler tho1 ronpnre the ciiiiaiit pivjeclioiis lo Fl‘Lk origiNnb 
Jled .Tt. l i i i f e  mid ’liirky Poiiil rorts . . . At this Iihe, PPL hnr ilot ideiifged ai9 need lo relire 
the lolnl iion-6iiidiig cor1 erlimle proi’ineil lnd Afcg iii Dorkel 080009-El. As iuoiild be 

I S -  

ezrpcled the Compnig roii/iiiiier lo evnhin/e /he rorfr nrro&fed i#i/h fhisprujert AI nct;ffl/ieJ mfh 
19 
LO 
21 os j i in l  eigiiiegriig oii& mid iftr&ii, nrrorioted N R C  rtqiiirweiilr niid wieiw, amid 
22 ,~iir~riir/ioiipl~iiiiiig iiioiv dem$ d@ed /he Coqbnig will imrke nig ilecersny w i r i o m  lo thc 
23 or&iiiril cost diiiiile. The TOR rrhediiler prouide the 6ts/ iifiriiiiilioii ciimiilb nimihblcfor /he 
2 Y  cost rtroq~period thivigh 2010.’’’ 

’r 
24 v a l i d  which continued to rely on the cost estimate submitted in Docket 080009-EI, along 
21 

ZV As of h4ay 1,2009 (the date die prefiled tesheiony quotcd above was filed), the following events had 
27 transpired 

l h c  issues d l i i n  the scope of this cost to completion, sdicdulc and 

3 by him, and that infonnation was used in analyses“. A3r. Reed’s 

m 

Thc TOR schednles include Sclicdulc TOK-7 prue-Up to Original), which w a s  sponsored by 

wit i a rcstatctiicnt of the caveat that die Conipany continued to evaluate the costs of the project”. 

30 

SA 
3/ 

e A Couditioii Report (C1<-2008-11443) dated 4/3/08 raiscd conccrns about the 
validity and reliabili 7 of the EPU cost estimate that \vas used in Docket 070602-Ef‘ 
and tha h continued to usc in May, 200g7’ 
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On Novembcr 7,2008, Bechtel informed Fl’L that its estimate of costs for the PTN 
EPUs had increased by $37 nillion; this higher value is used in thc Bechtel contract 
In early December, 2008 the EPU’s Project Controls Group identified diat die May, 
2008 cost estimate \vas likely to be too low given the Bcchtcl conkact and cost 
A Condition Rcport dated 12/10/08 concludes that the resolution of the 4/3/08 
Condiuon Reoort was a “nussed o u ~ o r t ~ i i i t v ” ~ ~  

1 ~ -~ 
On Febmaq~‘i7, 2009, was prcsented with an analysis prepared by 

current cost cstiinate for PSL is $129 % Proicct Controls and 
9 n&on above thc May, 2008 esuniate” 

10 By March 26, 2009 the PTN site teani had also concluded that the cost estimate 
I 1  should be raised abovc thc May, 2008 estimate; a decision is madc to not use the 
I L  highcr cost estimate” 
13. -participated in developing a presentation in late April/carly May 2009 
l y  informing thc PSC that wvllile Bechtel had estimated higher costs, his cost estimates 
Ir for PSL and P’lW were unchanged fiom the May, 2008 estimates; the Projects’ cost 
IG stahis is shown as “grecti.”” 

/ 7  As showvn by this chronology, the EIJU’s cost estimates were dcnrly in a state of rapid flux by May 1, 

l q  would be had not reported to thc ESC that an increase was nceded. On the 

fL -May 1,2009 Direct Testiinony was outside thc bounds of acceptable conduct as of the 
23 date it was filed. 

Y 2009. K M c  cvidcncc to indicate that an upward revision to the cost estimate 

w central): wha to the ESC w s  consistent with whst Ius Direct Testinion 
rceorts. While it is inhcrctitly a matter of judgment, Coiiccnkic docs not believe that & 

c . I n t - .  erromtoil’ Rcsiionses and Production of Documents 

Conccntric requested, received and rcvicwcd all of the productions of documents and interrogstory 
responses submitted by FPL in Docket 090009-E1 and pertaining to the EPU budget, schedule or 
cost effectiveness. Our review led us to follow up on onc intcrrogatoiy response, submitted in 
responsc to Staff’s Fifth Set, No. 53, for further analysis’”. This interrogatoq’ response, which is 
attached as Erhibit 7, sought a listing of each analysis that FPL was offering to satisfy the 
requkiiients of Section 366.93(5) F.S., \vhich required an annual coinpatison of the budgeted and 
achlal costs as compared to the estirnatcd in sewice cost of nuclear projects. ’ n e  response, Wvhich 
\vas submitted on August 17,2009, refers to Schedule TOR-7, which had been subuuttcd on May 1, 
2009, and describcs tliat i t  is a “snapshot” of a contl~uousprocess.” 

Between May 1,2009 and August 17, 2009, major changes had been made to thc cost cstimates for 
the F.PU projects. On May 31, 2009, the PrN EPU budget indicator is shown as rcd, indicating a 

3 75 Hxtmded Power Upmtes, Project Updatc, Tttrkc). Point, July 25,2009 nrrrlExtrndcd Po\vcr Uprater, Project Update, 

’I CR 2008-37753, “Additional Infomulion:’ Dcceniber 10,2008,p.l. 
Jb Sint Ixcic, Jnly 25,2009. 

nl090217 Revi.lewcd.xlr, ‘TSL EPU Project Total: Febnmty 17.2009. 
to anonymous recipient, hlarch 26,2009: 

Yo ’9 Extcndc 

YZ- 8‘ lbicl. 

tive Steering Conunittee hlceting, Saint h c i c  &Turkey Puint, hIng I, 2009, p. 8. 
6‘’ Response IO Dockt  No. 090009-El. StafPi Fifth Sct of lotcuogntoder, Intcrruptoty No. 53. 

Page 16 of 22 



PPL 353155 
NCR-IO 

CONFIDENTIAL 

serious challenge to ineetiug the existing budgct”. On June 3, 2009, Bechtel submitted a “PSO” 
2 (mean value cost estimate for PTN that was $108 million above tlie May, 2008 estiniatc”. On  Julie 
5 23, 2009, -srlvised the ESC of the Bechtel estimateM, and the ESC instructed him to 
’/ prepare a “line-by-line” updatcd cost cstinlate for the projects to be reviewed at the nest ESC r nieetitig. This updatcd cstimatc was prepared at the direction o m b y  several people 
Q reportedly workig seven days a week for a month, and presented to the ESC at an all-day, Saturday 
’) meeting on Jul 1 25, 2009. Jn the week leading up to that mccting, the EPU leadership team \vas 

replaced, a n  d-ws reassigned to a position outside of the EPU, althougli he actively 
‘f participated in thc July 25, 2009 presentation. That presentation established new cost estimates for 

/O the EPU projects which mere approximately 21% Iughcr than the May, 2008 estimatesni. 

/I  Thcrcforc, Sclicdulc TOR-7, wlich is referred to but not attached to the response to Staff 5-53, was 
lZ out of date by August 17, 2009. Howcvcr, thc itlterroogStol~,otily asked fora fis/iig of the responsive 
13 analyses, not fox FPL’s currcnt OK updated analyses. In addition, tlie respondent to the 
ly intcrrogatoqr, a Regulatory Affairs staff member, had no knowledge of the new EPU cost estimates, 
lr nor of any sourcc data OK documents relating to this issue that were created after May 2009. FPL’s 
\I( nppxoacli to coniplpjng with the Section 366.93(5) requirements \vas to perform a “snapshot” 

analysis as of late April and to include that iuforniation in the May 1 filings. Neither thc Rcgulatoq 
/r Affairs staff, tlie Legal staff, iior FPL’s odierwitnesses, saw any post-May 1,2009 source documents 
19 until preparations began in December, 2009 for tlic 2010 NCRC procccdings. 

29 Concentric views the response to Staff 5-53 as being accumte, reliable and responsive, even though 
21 the document referred to was out-of-date. The respondcut answcrcd tlic qucstion iu a forthright 
12 fashion bascd 011 all of the information known to this person a t  the time. 

D. Testimonv a t  Heating 

23 
ZV 

A s  statcd ear l ie r , -a i i~apl )carcd  at t 
. i t  tlic hearing, the following cscliange took placc bctwccn 

gs oii September 8, 2009. 
and counsel for ITL? 

2 4  FPL /Air/ //,e prg/ei/ dirdct iu/i i iayI ~rz inie/sd itrlo t / c  rtivrd or 
30 thl& J l d  

3 I ads fouowve introducing several corrections to crrata in Ius prc-filed tcstimony, and 
3& updatlig his to xeflect his new titlc and rcsponsibilitics witli ITL. 711c exchange 
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with counsel had the effect of asserting that all of the statements in the pre-filed testimony, and the 
exhibits sponsored by- remained truthful and accurate as of Septeniber 8,2009. 

As of September 8,2009,-liad participated in the developrnent of highly detailed cost 
Droiections for the EPU Droiects. and had prcscntcd these new estitnates to dozens of senior FPI. 

. I .  

and contractor personnel on July 25,2009”. The new estimates for PSL were caveated as still being 
“at the conceptual Icvel’’’ (as were the May, 2008 estimatesM) and thc colnnicnt was made that the 
full scopc was st i l l  not known. However, the new values were clcady labcled as the “Current 
Forecast,” and the stateinent was clearly inadc that the “Current l3uclget” (the May, 2008 values) was 
being increased to the “Current Forccast.”w Thc July 25, 2009 presentation offeiels an extensive 
perspective on the shortconlings of the May, 2008 estimatcs and thc lcssoiis that should be learned 
from this cspericncc‘”. Concentric also notes that the ESC was explicitly advised that thc ncw cost 
estimates wete inconsistcnt with thc May, 2008 and May, 2009 data that had been presented to the 
FPSC, and that several new economic feasibility analyses had been performed, which updated those 
analyses which had been submitted to the FPSC eleven weeks earlier?* l l i c  new feasibility analyses 
continued to shorn that the piujects were beneficial to custoniers, althougli less so tlian in tlic May 1, 
2009 f&ng9’. 

In our interview with hiin-defended his September 8, 2009 reaffxmation of his pre- 
filed testiniony on the grounds that the July 25, 2009 cost estimates were prepared assunling the 
validity of inany unapproved scope changes and manpower estimatcs, and that they were a no better 
tlian a “guess” nith little support. He also indicated that he does not recall any discussion with 
regard to whether the updated estimate should bc prescntcd to the FPSC. Concentric agrees that 
the new cost cstiniates were based un only partially completed enginccring and design information, 
and that thcy wcrc still snbject to revision as new information became availablc. Howcvcr, that is 
always the case with a fast-tiacked construction program, and continues to be the case today. These 
facts do not support the continued use of information that was based on even earlier conceptual 
desigis and out-of-date manpowr and material estimates. The new estimates were the product of 
more than a dozen people working cxtcndcd hours for a niontli, and liad been reviewed by eveiy 
Icvcl of management in the EPU organization. They reflected far inorc knowledge about the scope 
of the EPU projects than liad been used in the 2007-2008 Shaw scoping analysis, inaterials cost 
estimates that were based on far more rcccnt data and manpower estiliiates that reflected the revised 
scope and loading estimates prepared by Bcchtcl. Most importantly, they were presented to the 
executives of FPL in chargc of EPU governance (and who were responsible for approving budgct 
clianges for the projects) as the bcst “line-by-line” estimates available at the time, were niaterially 
diffcrcnt from the 2008 estimates, and have continued to scwc as the reference point for all 
subscqoctit rcvisions to the cost estimates, including thosc that arc bcing subnutted to the FPSC in 
May, 2010. 

67 AlcctLig request for EPU SnNrday Session, July 25,2009,800 Ah1 til 330 PXI. 
I s  Extended Pnwer Upmtcr, Project Update, Saint J,uucie, July 2S,2W9. 
89 Flarirla Powcr 8: Light Conrpy’s Petition to Drtemdnr Nced for Expansion of Elcetrical Power Plan5 and far 

Exemption from Rule 25-22.082, P.A.C., Docket No. 070602-B1, September 17,2007. 
Extended Power Upmrr, I’rojuct Update,‘Curkey Point, Jul). 25,2009 andExtended Power Upraten, I’miect Update, 
Saint Luck. July 25.2009. 

N Ihid., pp. 38-4Oand pp. 51-52, respectively. 
9’ Ilxtendcd Powr Upmtcs. Project Updatc, Saint Lucic, July 25,2009, pp. 44-49. 
93 l t d ,  11. SO. 
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I Concentric has concluded that by the time-ook the stand, the information presentcd 
2 on Schedule TOR-7, and tlie tcstiniouy rclated to it, w a s  out-of-date. This opinion is supported by 
3 the statements of nearly all of the EPU project personncl we intuvicwed (other than the hvo 
y individuals that participated in the decision to not update the testimony), and is strongly hcld by 
f -  imny of those wc interviewed. 

ITL‘s witness on the cost fP Concentric has also found no evidence to suggest that 
1 cffectiveness of the EPU projects, had any k~iolo\vledgc iat up ated cost estimates had been 
g presented to die E C .  It is our undcrstandin that he relied on the cost estimates provided on 
4 Scliedule TOR-7, as sponsored b) 4 and- not in the EPU organization or 

1 0  the nuclear division of FPL. 

\ I  Concentric has found no evidence to denlotistrate that there was a widespread plan to purposefully 
IL keep updated information from being providcd to the NCRC parties. The documents we have 
1’) reviewed, and our interviews, indicate that there was considerablc unccrtninty withiti tlic project staff 
fq in Septenibcr, 2009 as to whether the new cost estimates werc “official” or not, and internal reports 

I were inconsistcnt in their use or non-use of the updated forecast (see Section VI11 for additional 
lk details). The EPU staff had experienced significant turnovcr and was also undctgoing a major 
I? rcorganization at that time, which appears to have contributed to tlic lack of clarity on this point. 

VIII. Information Flow within FPL 

Tlic cluonology Concentric developed has raised several concerns with regard to the inforinntion 
flow within the EPU project team and to broad- audicnccs within 1TL. For the purpose of 
reviewitig these issues, we liane segmented the chronology into tlic pcriod prcceding July 25, 2009 

rn 

I 
14 
20 
21 and that aftcrit. 

A. 

LL Concentric has reviewed documents wliicli indicate that thc EPU management team was made 
aware of staff concerns about the adequacy of the Shaw scoping analysis nod associated cost 

z y  estimate as early as April, 2008. A dctailed risk nutigation plan was developed to address this issue, zr but appears to bave not bccn coniplctcd. ‘Ilicsc concerns re-surfaced after the Bechtel contract was 
zf, awarded in Novcniber, 2008, and were brought to the attention of the DPU scnior nianagcnmit in 
2’) Dcccnlbcr, 2008 and Febiuary, 2009. By February, 2009 the EPU Project Controls group mcmbcrs 
a y  had developed a revised cost estimate, albeit in prcliniinary form, that projected a $129 million cost 
29 increase for PSL. The revised estimate is quite closc to the values presented to the ESC in July, 2009. 
30 Suidar cstimatcs had been developcd for PTN by March, 2009, but the EPU staff was dircctcd to 
J} discontinue usc of this cstitnatc until management had reviewed it  further. Throughout late 200R 
3A and the first six months of 2009, Bcchtel snbinittcd scvcral revisions to its cost estimates, all of 
3.3 wlucb \vwc substantially higher than its indicative bid and liighcr than the cstiniatc developed RS part 
SY of thc Shaw scoping analysis. 

3 r  The EPU’s assessnient of its own perforrnance during tlus period, as presented to !lie ESC on July 
3U 25, 2009, was that: 

y1 

3 * 

J’re-Iulv 25. 2009 Inforniation Flow 

It “underestimated the risk and costs associatcd with the fast track project,” 
It “did not assess [the] capacity of [tlie] organization and costs,”and 
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“Early wanling on cost overruns and undefined scope deplctioii wcrc not dealt wit11 in a 
timely manner.’’ 

Concentric concurs with these assessments, and notes that many of tlicsc issues have been remedied 
through changes in proccdurcs and the organizational structure since July 25, 200OPI. 

An issue tliat contxibuted to the delay in inforining thc ESC about tlie likely cost increases was tlic 
EPU’s treatment of the cost estimate contingency and the development and syilcluonkation of the 
trend rcgistus and risk registas. 

FPL has in place two sets of instructions that address how contingencies we to be developed and 
applied in thc cost estimation process. EPPT-320 is spccific to these projects and addresses how 
cost estimates are to be developed, including the development and inclusion ncics. This 
instructioii has been in place since March, 2008, and remains in effect today EPPI-320 
statcs that “cstitliates should include project risks, uncertaintics, and contingency. These should be 
documented along with the methods for determining percentage of risk and the amouiit of money 
associated with the contingency.” EPPI-320 states tliat it is supplemental to NPDI-304, which is a 
Nuclear Projccts Instlvction wvhich provides specific guidancc on tlic development of contingencies. 
NPDI-304 states that: 

4.7.6. As a general nile, conceptual estimates should have a 25-3oyo contingency, Level 1 or 
preliminary estimates should have 15-25% cotitingency and Jxvd 2 or defmitivc cstiiiiates a 
5-100/0 contingency. Thc csact percentage is deternuned on a case by case basis. 

“lie EPU projects’ cost estimates fit tlic critcria for a conceptual estimate in 2008, and appear to 
have aclieved or at least approached Lcvd 1 status by the end of 2009. FPJ2s practice has bccn to 
label the contingency as “Scope Not Defined”, or “Scope Not Estimated." Fl’L l i s  defiled the 
contingency as “an amount added to an estimate to allow for additional costs that cxpeiience show 
will  likely be required. This may be derivcd citlicr through statistical analysis oE past project costs, or 
by applying cslmicncc gained on siinilar  project^.)'^^ The EPU instluctiotw also state that the 
contingency should be “based on thc level of uncertainty or complexity of a project." In additioti to 
the contingency, the EPU cstimatcs include an allowance for the espectcd (pobabilistically 
determined) valuc of specific modifications or conditions which haw arisen. Tliis value is supposed 
to be derived from thc risk register, which identifies the issue, its cost impact, its probability of 
occurrcncc, and its espected value. Items are supposed to enter the risk regjster froin the trends 
register, which is an early-warning system for clianging conditions at the projects which can affect 
cost or scliedulc pcrformatice. EPPI-300, another EPU itistructioa rclating to changes in project 
cost estimates, describes tlic purposc OE the trend program as follows: 

2.1 . . .Tlic trcnd program fosters vigilance, awareness atid action tlirougli constant probing, 
reporting, reviewing, discussing, and analyzing tlie pxojects pafounaiicc against the project 
plan. The trend program is a dynamic decision-making process, which exposes pcnding 
decisions and their related impact(s) @or to the fact. Timeliness in identifying and rcsolving 
trends is a kcy element in controlling project cost and must be inanaged atid recorded to 
maintain current forecasts. 

’4 EPU lessons leumed PPL from April 2010. 
’3 NPDI-304, p9. 
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Z 
3 

Based on our review of documents, and as confumcd in our inta-vicwvs, from May 2008 to today, 
the EPU’s cost cstiniation process has not complied with these instructions. Tire most significant 
descrepancies betrveei tlic instructions and actual practices include: 

0 Since the Bcchtcl contmct was executed in Novanber, 2008, the project has not niaintaincd 
a level of contingency that is consistcnt with FPL’s guidelines; the contingency has been 
depleted month-by-month by scope dianges, escalation and risk adjustments; the 
contingency has been treated as a balancing variablc wvitli tlic vahie derived simply by taking 
the total current cost estimate and subtracting out the known scope and risk regjstcr 
elenients ratlicr tliaii basing it on the level of development or uncertainty associated with thc 
project; currently, tlie contingcncg is far below the standatds applicable for a Level 1 
cstiniate. This practice \vas acknowledged in tlic July 25,2009 lcssons learned sectioii of tlie 
ESC prcscntations by die coinments that “. . .undefined scope depiction not dealt wvitli in a 
timely fasliion., .undefined scopc allowvatice used in establishing base contlrtcts and work left 
little for emergent items or increased scope.. .must iiicludc undcfmed scope allowatice based 
on level of risk/progress on project.” The new EPU matiagetncnt team is addressing these 
issues through the retention of High Bridge to perform a tlird-parly review of the cost 
estimates, and to develop a proLabilistically-deterIilitied contingency, however that work is 
not yet coniplctc, and tlie issue of the depleted contingency remains unresolved. 
The trends registers and risk registcrs haw not been developed in accorduice with the 
projccts’ instruction set, and the risk register was not dircctly sy~icl~otihed l i t l i  the 
contingency or the cost estimate until aftcr July, 20051; Concentric has reviewed the trends 
and ti& regi :rs for h e  projects as they cxisted from January, 2008 to today, and has found 
thaa This issuc \vas acknowledged hi the July 25, 2009 ESC briefing by the 
comnien a t  ‘%urrcnt undcfuicd scope allowance is not aligned to the risk 
matrix.. .looked at the project only from a high l a ~ l  risk.” 1lic current EPU management 
team has explicitly linked the risk registet to the cost estimate, however, the link bchccn the 
risk registix and the contiiigcncy (scopc iiot defined) has sppareatly not beeti established, 
atid is apparently awaiting the receipt of the High Bridge report. 

27 
30 
5 1 
33. 

A second issue that adversely affected the tiincly flow of project cost itifonnation within FPL relates 
to die process for developing updated project cost csthiiatcs, securing the approval of these updates, 
and communicating thcsc updates within tlie FPL organization. FPL’s EPPI-300 governs thc 
process for these activities, and cstablishes the following procedures and responsibilities: 

[is 
Potential changes to the cost baselinc or forecast r--- *- L- ---&-*A *‘-*----A- 

program and recorded on the trends register. 
responsible for tlic accuracy and timeliness of the tre 
All issues are to begin as trends; depending on the nature of thc ~SSLIC, consideration is to be 
givcn to adding tlic issue to the iisk register, as called for in EPPI-340, which govcrns the 
risk management program The is responsible for developing and 
updating the risk rcgistcr [ADD POSITION PER EPPI 3401 
If an issue identified in the trends/iisk management programs cannot be zcsolved 
(mitigated), then a Scope Changc/lTorccast Variance Form (5C/FV”) is to be prepared to 
authorize a change to the project’s cost forecast. SC/iWs arc rcquired to be established 
separately for cach site and for all project inodifications. Tlie SC/FVs are to be signcd and 
approved by up to ten different positions in the EPU organhation, depending on thc 

*”-?-ds 

Ire! 

0 
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magnitude of the cost change; y i i s  required to approvc all SC/FVs in 
excess of $5 ndion. 

0 The SC/FVs are required to indicate where the additional fiindiqg is coming from, which 
can hc from a release of funds from die contiiigency, or from a change to the approved 
budgct. 
1" 

m 
e 1  

' ses of funds from the contingency need to be reviewed by the- 
)and approved rlirougli tlie approval proccss for SC/FV forms. 
V forms ate to bc retained as permanent project records, and their location is to be 

known at all times. 

Concentric rcquested all SC/FV forms for tlie EPU projects since 1/1/08. 
documcnts produced in response to this rcquest indicated that 

Conccnuic has concluded that the EPU's published procedures for dcvclophig, estimating, 
approving, tracking, and possibly rctaiikig revisions to the cost estimates \vat largely ignored 
through July, 2009, and are still far from achieving widespread compliance. It is clear that the 
process requited for releasing funds from the contingency has not bccn followed, and that revisions 
to the cost c sha te s  have not Iliese facts have resulted in wvidcsprcnd confusion 
within the organization regardi.., . v h t  thc ,,L;ent approvcd budget is at nny point in time, who has 
to approve changes to that budget, whether thue is a meaningll diffcrcnce between the terms 
budgct, cost estimate and cost forccast (all o€wliicli are used in different standard reports), and how 
to measure and report variances from the budget/cstimatc/forecrst. hfany of these same points 
were acknowledge by EPU nianagement in the July 25, 2009 lcssoils leaned sections of the ESC 
yrcscntations, where the coinmctits wcre made that Yndividual hIodification Budgets and Site 
Department budgets [were] not established., .did not use formal process such as Plant Rcvicw Board 
to approve scope growth during design process prior to 01/01/09 ... no fomal cost benefit was 
perfoancd on design clianges." 

Finally, due in large part to thc confusion discussed above, our rcvicw of the EPU's standard reports 
and preseiitatioiis has made us aware of several reports that were issued with incorrect, inisleaditig 
or out-of-date infobniiatioti. Tliese problem persistcd into 2010 in the Monthly Operating Reports 
(MOPRs), monthly cash flow reports, and ESC presentations. Even inore troubling are reports wc 
have receivcd from individuals wvitliin IVL that documents they were responsiblc for preparing were 
changed, dtcr the originator had issued tlrcm, by someone else in the organization, often with no 
explanation as to why die clianges were made. In othcr instances, individuals were told to make 
cliaiigcs by someone else wit lh  FPL. Wide these accounts are r c ~ y  difficult to vetifp, they do not 
represent a siiigle account or exatiiplc, and sonie corroborating documenta don has becn provided to 
us. These actions appear to be largely attributed to managers that are no longer in the EPU 
organhation, but they dctiionstL2te the need for more definitivc docuinent control and o~viiei.ship 
procedures. 

Our review of the 

- .... ..... 

IX. Prelimiliaty Recommendations for Iniproveinents 

Concentric's invcstigation into this matter has produced a number of recoininendations for process 
iiiiprorcmcuts a n d  corrective actions. These recommendations are presentcd bclow. Many of these 
reconimcndations are intended to inipove the distribution of information within WL, the NCRC 
docket team and to thc 1% PSC. In certain of the recoinmendations listed below, Concentric has 
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noted that changes to tlie EPU Projects’ since July 2009 inay kavc already addressed thcsc 
reconmiendations. Nonetheless, we believe the importance of these changes should con time to be 
strcsscd the EPU Project Team. 

1. 

2. 

3. 

4. 

5. 

Concentric’s investigation into this matter identified the flow of documentation and 
information froin the business units to the other members of the docket team including 
rcgulatory affairs and other witnesses as an area of concern. Concentric reconuneiids that 
tllis process be dianged in order to provide thiiely and ongoing information within the 
NCRC docket team throughout each NCRC review cyde. This d help to ensure that any 
updated information is fully discussed within tlie NCRC docket team and prevent future 
concerns related to flow of information to tlie EL PSC. 

Similar to recommendation one above, FPL and tlic EL PSC staff should revisit issue of 
intra/inte.r-cycle document production. The ongoing production of a limited nuniber of key 
pmjcct documents would enhance the FL PSC staffs undetstanding of the projects and how 
they have developed up to that point. It would also hclp to cnswc adcquatc information is 
distributed to the FI, PSC on a timely basis. 

”lie NCRC docket team has included and continues to include a number of first time 
witnesses or witnesses with limited experience serving in this role. As a result, it is vitally 
important that kl’L*s Lcgal and Regulatory Affairs dcpartments continue to provide explicit 
instiuction and guidance to thesc individuals. FPL’s Legal and Rcgulatoi>T Affairs 
departments should assume these individuals inay not have a full understanding of tlie 
regulatory process and tlie implications of dicit testimony. The importance of updating 
one’s pre-filed testinioiiy and cxhibits should bc an cxplicit part of the witness training 
progiatn, along with ah explanation of the meaning of the standard questions asked by FpL’s 
legal counsel. Witnesses should also be inade aware of tlie fact that they are providitig 
testimony within a certain expertise or subject matter on behalE of die Company and not as 
individuals. This inay come with obligation or duty to education oneself on matters related 
to this subject matter or expertise regardless of whether this falls within one’s day-to-day 
responsibili tics. 

As part of our investigation Concentric reviewed the list of invitees to the ESC 
presentations. Noticeably absent from tlicse lists of hivitecs is a representative from FPL’s 
Itegulatoiy Affairs department. Given the importance and scale of tlie EPU Projects, and 
tlic alternative cost recovery treatment being afforded to these projects, a relatively senior 
member of Kegulatory Affairs department should attend each future ESC presentation. 

One of the more significant concertis identified by Concentric’s investigation is the 
ownerslip and consistent updating of EPU Project reports. Often in late 2009 these reports 
were inconsistent and did not iicccssaiilp rcflcct thc most current or accuiatc information 
available. FPL and die EPU Projcct Tcam should establish and implement explicit report 
owners (by report). Tn addition, the FPL and the EPU Project team should establish and 
hnpleinent an explicit report sign off or dissent procedure. This procedure could Le 
rnoddcd off of tlie current Invoice lZeview/Approval checklist form. In addition, tlie report 
sign-off and dissent process should include a link to tlie ECP 01: othcr similar program for 
anonymously notifying superiors in the event of a concern with project reporting. 
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6. 

8. 

9. 

To the extent r h t  a performance indicator reIies upon a calculation in order to produce a 
particukr indicator, &e scsult of the underlying calculatioli should be reported along with 
the pecformance indicator (i.e., budget or forecast performance). 3y providing the resdt of 
the underlying calculation, a L=port preparer or reviewer can quickly identify any discrepancy 
behveen die performance indicator and the calculation that produced that indicator. 
Conccntric’s intcn7ietvs also notcd that individuals w i t h  the ElW Ptojcct Team were 
uncertain as to what was represented by each pcffomance idcator. Ptovidhig the 
underlying cdculation used develop that performance indicator will help clar% the put-pose 
of the performance indicator. 

I;pL should consider changing tlic reporting rdationslip of the EPU Projcct Controls 
Director. KWe the change In reporting from the EPU Project Director to tlie Vice 
President of POU-W Uprate is a positive development, the reporting relatiomhip of the EPLr 
Project Controls Dkect should iiiclude either a solid or dotted hie outside of the EPU 
Projects. This will help prevefit atiy undue influence on the Project Controls Director and 
his staff. A s  an alternative> FPJ, could consider forming a separate Project Controls 
department, similar to the Intcgratcd Supply Chain depmtment. This scpamtc Pmjcct 
Controls departmat would cstabIish its own set of dcpartincnt proccsscs, proccdurcs and 
instructions which would then be applied consistently across the FPL Group. Concentric 
notes that future, large scale pxojects could benefit fioin a -set of uniform and consistent 
project controls that iticorporate best practiccs from aaoss the orgmGzation. 

FPL’s current approach to est&ishing the EPU’s contingeilcy (Scope Not D&ied) uses the 
contingency as tile balancing variable to maintain the projects within thek cost estimates. 
This is not consistebt with WL’s EPPI-300 or with sound project inanagement practices. 
The contingency should be based oil tlie IeveI of ulcertainty in the project, which is best 
caphued through a probabilistic andpsis of the cost estiniate. Reductions in thc contingency 
should not typically be u s e d  to fund scope changes, and the contingency should only be 
released if the uucatainiy associated with the project has declined. Coiicentiic notes that the 
appropriate level of tlie conthigencp is an issue that has been assigmd to High Bridge in its 
current independent review of the project cost estimate.The EPU Projects should establish a 
formal interm1 process to spprove and cornnmllicate EPU budget, forecast or estimate 
changes 011 a total project basis each month(i,e., not annual). This pocess should be used 
for both scope additions or deletions and changes in the expected cost of approved project 
scope as a result of material or component cost escalation, heeased mat-rpower 
requirements or otlier factors. This pmccss should incltidc a rcport checklist to make ccrtain 
all reports are updated consisteiitly once a 11ew budget, forecast or estimate is appxwed. 
Concentric notes that EPPI-300 Ius been rmised twice since July 2009. If implemented 
tliorouglily, these changes should address this recommend&on. 

To the extent condition reports arc being u&ed to document potenthl budget or cost 
estimate challenges, the CR clasul- processes should be revised to prevent the closure of a 
CR prior to the coiiipletion of a risk mitigation plan. Iii die dternative, risk nlitigation plans 
can be tracked seprately, but must not be closed until each of the actioii items listed on the 
risk mitigation plan are completed. AdditiohaliyJ the completion of all action items must be 
documented afid those documents sliould be preserved in a central location &I- the 
rcinaindcr of the EPU Projects. Concetltric notes t l ~ t  this change may alrcadp be 
iniplemented within thc currcnt EPU action item list. 
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Hgh Bridge Associates, or another independent third party, should be retained to complete 
an engineering based cost estimate of PTN Unit 4 and both PSL units as soon as possible. 
This estimate is needed to re-baseline the project forecasts and to enhance the certainty of 
future forecasts. 

FPL should continue to maintain EPU Project staffing as a high priority. 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 

baTccQnuihutedta theincansist%ncy_ar h a c c u r a q d a x b h  project reports. 

The EPU Project Team should document the names of each ESC presentation attendee and 
maintain this list of attendees with the ESC Presentations. This wilI increase the overall 
transparency into the EPU Projects and document that the proper level of oversight is being 
provided to the EPU Projects. 

The results of this investigation should be provided to the Corporate Responsibility Officer 
for use in improving employee confidence throughout the organization. Management needs 
to be aware of and understand the current fear of retaliation and mistrust that exists at lower 
levels of the organization. 

Concentric suggests FPL institute a procedure for conducting organizational readiness 
assessments prior to commencing complex, large-scale 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 
performance reporting and measurement are communicated throughout the project teams. 
In addition, these assessments should include a detailed review of executive management’s 
expectations regarding the development and updating of the project schedule, cost estimate, 
budgets and reports. 

Concentric and die EPU Project Mafiagement Team should conduct an investigation close- 
out meeting at the end of this investigation. This meeting d review Concentric’s findings 
in this invesagation, obtain management’s response to those findings and discuss ways in 
which processes or procedures could be improved to prevent similar project challenges. 
Concentric would anticipate that the current Vice President of Power Uprate, the 
Implementation Owner - South, the Project Controls Director, each Site Director and the 
Site Project Controls Supenisor would be invited to attend this meeting. 
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*e-*- a d  r h i C  

Letter"), an 
On February 19, 2010 Ah. Lcwk Ha); 
Inc (W‘L GroupD’) received a letter 
eniployee within the Nucleas Projects D 
Concentric Energ). Ad\*isoa, Jnc (“Concentric”) w a s  provided an electronic copy of this Iettcr bjr 
FPL’s Legal and Regulatory Affairs departments on March 10, 20102. Following initial discussions 
between Concentric and FPL, Concentric w a s  retained by FPL’s Legal department on hk 
2010 to conduct an independent ihvesugation of thc claims and matters set forth in the, 1 
Letter’. A copy of Conccntric’s cngagcment letter is includedas Esliibit 1. 

c 

’ r 
FPL’S Lcgnl 
1.111 

Pursuant to Concentric’s c 
department, nnd specifically 
data rcquests p r e  sent diref 
Concentric’s findings and reco1rmienda 

Concentric’s investigation of thc all in th b t t c r  esplicitly escludcd iiiatters 
related to the pcrformnncc rcview and a ot er human resource related matters, 
including the performance of sped thin FPL Concentric understands that these 
matters arc being and will confinuc to be handled internally by FPL’s IJunlan Rcsou~es depmnrielcnt. 

botifted Concentric and . .  FI>L . 2 @ 1 n c i f ~ o t r n t ~ i o n  1 

, cqs.” 
pwariization. He told m c  in D I ~ W I C  that hc docs n- 
poor n c r f o r w c e  a: Id hc will not lct I fcw ‘stunid’ n c o n v  . 
-ncnt. 
Resources dcnartincnt, 

\vi 1 r n I noted “that 1 ani thc ncst tacge 1- 

~oor of tl) is c n d  is a- h t  2: - -c??- -t!u_s- $9- ! tr, _VI, 5 1 4  

. .  
- .  

- 
. i  1 ) .  

J t  IS C- sic’s undcrstmdinp this nuttcr is bckip addrcsscd by the FPL I3ur~an 
_ _ _ _ _ _ _ _ _ _ - _ _ - _ _ - _ _ _ _ _ _ _ _ _  _ - -  - -  

The remainder of our report is orga&;rcd in to eight sections. Section 11 presents a suiunary of 
used to perform this tiiatter. 

response to tlrc Letter including reference to an xtter. 
of keg cvcnts related 

Scctiofi 111 

Januq 2008 and March 2010. Section 1 7  reviews Concentric’s Gndings rclatcd to PPL’s decision to 
proceed with the Extended Power U p r e  Projccts at thc Coti>pany’s Saint 1,ucie CTSL”) and 
‘I’urkey Point (“PTN’’) Nuclear Power plants (“EPU Projects”). As discussed further in tlus section, 
Concentric has focused its attention in this matter on the nuclear u n i t s  in Florida duc to thc state 

lmmmmmm = - -  lam!- -- 
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regulatory structure. Section VI reviews die implications of tli-tter and Conccntric’s 
jnvcstigation on thc Nuclear Cost Recow.cy Clnwc CTJCRC”) dockets in 2003 & Zold. A rcvicw 
of Concentric’s findings d a t e d  to the flow of information from PPI, to the Florida Puhlic S d c e  
Conunirsion (VI.. PSC”) and its staff PSC Staff”) can be tound in Section VII. Similarly, a 
review of the Bow inforination within WL can be found in Section 1’111. Finally, n miew of 
Concentrk’s hndings nnd specific t c m e n d n t i o r u  can be found in Section M. 

11. Concentric Work Plan 

A. 

Concentric’s investigation into this matter rclicd upon hvo ,pa!h\y*djs 
Concentric subnuttcd a nuinbcr of requests for documentation to FPL, in order to deepen our 
knmvlcdge of the allegations set forth in the ]Letter and to indepcdcntly confirm details 
provided to us in tlic intcnkws described b e h  A og of Concentric’s douuncnt requcst can be 

-i_n[carFijI$?q.- -First- ~ . [Delstcd. -_ critkal 

. (Del-: 2 3 
f o l d  in EXlJhit & - - - - - - - - - - - . - . . . . -  

Concentric also requested and conducted 13 separate ititci-vicws. Eight of Concentric’s intenkws 
were conducted in pcnon at the offices of FPL or at an off-site location depending on tlx location 
of die inten<ewec. All of 
Concentric’s intcnkws occurred between the weeks of March 15* and April 12”. Concentric 
selccted specific individuds to be intcrvicwed based upon the allegations contained && 

Concentric considers the nanies of tlic individuals UT inten4cwed to be confidential. 

The remaining five intuvicws XVCKC coiiductcd via tclcphonc. 

Letter, our prior intenicws, and ,~+cr_rg.i_c>. &fs!an&ug of the EPU Projects 

Prior to beginning each interview, Concentric reviewed the FPL Code of Biisin~ss Conduct and 
Ethics (thc  cod^") with each inten.icwvec. ’Iliis review included a specific discussion of cxch 
eniployce’s “responsibility to rcport any actual ot suspected violation of a law OK regulation, any 
actual or suspected fraud, and m y  othcr violation or suspected violation of this Code’” ~ ~ l y ,  
Concentric reitemted the Con.tpany’s non-retaliation coiumitlncnt outlined in the Code’. At the 
conclusion of each interview, the inten<cwees were given an oppqrtunky to rcvicw any additional 
concerns they may have had. 

The infomiation Concentric relied upon in this itiwstigation was supplcnicntcd by Concentric’s 
existing knowledge of die EPU Projects organization. This knowledge wns gained through three 
years of reviewiig tlic pmjcct management processes of the EPU Projects for FPL as part of tlic 
Conipany’s nnnual Nuclear Cost Kecovay Clausc filings. 

R. w e n d e n c e ,  

Throughout Concentric’s investiption into the allcgations contained wvithin t h e / L e t t e r ,  
Concentric maintained indr--A--Ce from FJ?L’s Legal and Regulatory A f h  dc+-..-..d. Our 
approxch to investigating tl and thc allcgations contained therein is our owvn, and not p I 

page 5 o r a - .  - .  . . . -  - _ _ -  . 
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the result of spcciGc directions from FPL, its cinployces or contractom. To this end, FPL did not 

was not &constrainedby budget ot schedule expectations on the pact of FPL 
2 phce any constraints on ConccntticDs t ~ ~ e s s  w - m e y t  d- f q r ~ ~ ~  emp!oyFcs, _ ~ n s t ~ y , _ ~ c n c f ~ ~ ~ + -  - - - -[DektH(: m- OI 1 

Concentric‘s findings in this matter arc based upon our review of odginal sources. Concentric did 
not rely solcly upon statcmcnts b FPL cniployees or contractors. Instcad, Concentric reviewed and 
verified assertions mAde in t h k  Lcttcr and Concentric’s intcnliews with contcinporancous 
documents produced by die EPU Project team, \vhencver possible. 'Nit documents relied upon as 
part of this investigation are presented in Exhibit &- - - - - - - - - - 
C. &v anestiom 

Concentric‘s re&w of the allegdons raised in t h m L e t t e r  and out inten+ws, identified five 
key questions which needed to bc answered by our mwav. fliese key questions are jntcndcd to , - .. -( Ddeted: ~ ~ C C I I ~  

dctcrininc wvhetlwr any itnprudent costs \vue pnssed onto FPL’s customers or if PPL intentionally 
withheld information from the F% PSC. 

, [D.~u(.I: 3 
- - - - - - - - - - - - - - - - - - - ’ ’ 

I 

3 

13 
(V /r 
llf 
17 
1 e 
19 
20 
21 
2 2  

Foremost amongst Concenhic’s kc)* questions is wvlicthcr PPL has made the correct decision to 
proceed wvith the EPU Projects in light of the best information anilable at the time decision was 
made. Sccondly, Concentric noted a need to detenninc if u ~ y  costs \vere incurrcd that should not be 
passed on to FPL’s custotners on the grounds of imprudent decision-making. Third, we examined 
wvlictlier die inforinntion provided to the FL PSC and the intenwiers it1 each of the NCRC dochts 
was accuratc, consistcnt, timely and reliable. If not, Concentric sought to dctcrminc what allowcd 
this to occur and why, Similarly, Concentric sought to determine if tlic infomution flowing from 
thc EPU Projects to WL’s executive management was accurate, timely, consistent Rnd reliable, and 
if not, wvliat allowed this to occur and why. Finally, Concentric sought to determine which polices, 
processes, and procediues need to be addressed as n result of d i s c  fuxlings. 

u 

III. sununary Level Response t-tter 

Exhibit 4 presents a copy of the-ktter. To tlie original Ictter, Concentric has added its 
sumiiaq4ad otsmtions that resulted from our investigation of the allegations contained therein. 
In addition, each obscndon contains a citation to this report in order to provide a “roadmap” to a 
rcw~icwcr of th *Per and Concentric’s report. 

be accuratc. Specifically, Concentric has noted documentation WIIIW ronfirrns n A s  can be seen in Exhibit 5 a number 0ft-k aUegayjoils-+.sfd & the 

the overaH project scopc. Howevcr, Concentric klicvcs dic shifting scopc of the EPU Projects to 
have been die predictable result of the evolving design which is inherent in any coinplcu project. 

Along these same lines, Concentric has reviewed certain reports relied upon bI-1 to 
lcir 

cost perforinrnce relative to the original 2007 cost estimates. These reports, the November MN 
Total Project Cash blow Report’ and the PSL Annual Project Cash Plow Report’, c o n t i r i n e d m  

- 
~ t t . ~  were sliown to . - -(Deleted84 I 1 

statements related to the thing of the initial scoping studies by Sliaw and die repeatec 1 111 

support his assertion that as of Novembcr 20D9, the W U  Projects wcre continuing 

8 
9 

Total I’rojcct Gsh flow, PTN EPU Project 2009, Novcnibcr 2001). 
Annul Cssh Vitiw, PSL El’U l’mject, October 2On9. Ddetedi 1’1 1 

p a s  6 of&- - - - . - - - . - - - . -. - - - - - - . 
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assertion. Concentric did notc, however, that the November Executive Steering ' n c c  ("EX") presentation plrnided the updated cost forecast". 

I 
L 

Also noteworthy arc Concentric's findings related to the evolution of cost esh~atcs  or forecasts for 
the FlW & PSL E-. As sliown on P& of Exbibit $&pcst_ly+-has found +?e- . - - -[ Ddrtrdr I 

'K nkrtcd to the potential 
for cost over-nin. -G I .- .,. yI.,..,AL~~yy was noted in December, 
2008 when these indniduols wcrc prcscnted with a prclirninary revised forecast for EL. This 
€ollowcd the nmrd of an englxering, procurement and constniction (TPC") contract for the EPU 
Projects to Reclrtel Comorotion I"RrchrcI'~. At this time, die PSL Project Team \vas told to 
continue refinkg their forecast until F e b q  2009 when it \vas reviewed again by the EPU seniOr 
managcment. As noted jn- $+on IV, the preliminary focecast _if! Y c b y i y  2E9 ~p! within 
approsimately $1 1 nlillion, or 2%'; of ihc-f&ecast ultimately providcd to WL's inanagcnient in July 
2009 0. 

2- which indicates d @and the ". a,pril 200t. 

. --[Deleted: bebw 1 

3 Owmll, Concentric has fount 
4 finding iidudes Concc~~tric's i n t k i e w  with 

1-tr-t -I a non-anonymous basis, and +he 

Janci h i  atltztmst;am ' 
The basis of this 
chose to send 

-..b docunienhtic.. ____ ced or citcd by 
Noreover, Concenttic telicvc 

1 under- 
or poorly qualified for his position. 

7 . 

IV. Cluonology of Events 

h chronology of the EPU Projects is presented in Exhibit 6. A sucnniaiy of the chronology, 
including the major evcnts rclcvant to Concentric's review arc Iugblightcd below. This cluoiiology 
was used to iil01c fully understand the ongoing dynamics of the EPU Projects and the precise thing 
of certain EPU Project activities. Thk chronology should not be viewed as a coiuprcehcnsivc history 
of the EPU Projects. 

The EPU Pmjects bcgan in 2007, a t  which time FPL undertook an initial scoping study to deternlinc 
a rough ordcr of nmgnitudc ("ROhl'') cost cstimate based upon a prcli- assessment of the 

lo Extcndcd Puuw Upnles, Executive Secring Commimc, St. 1.ucie m d  Turkey Poiat Novcmbcr 13,2009, p. 5 

)* Surnmarv Cash I+nv BPU Tod 090217 Rc&wcd.xk. "PSI, EIU Prniect Total." Rtruam 17.2009. 
1' CR 2008-1 1443, April 3,2008 

Power Upritcs, Proicct Update, Snint I,ucie, July 25 2009, p. 8. 
Lettcr, p. 2 

I s  Ibd. 
'7 Florida Power 8: light Conipany's I'ctition to Dctcrrnine Need for &pansion of Blcctcical Pou*er Plans nnd h r  

Exmption from Ruk 25-22.082, V.A.C.. Docket No. 07062-)r,l, Scptemlxr 17.2007. , Deleted: 27 -I 
page 7 of 2% - . - - - - - . - - - . 



CONPIDENTIAL 

FPL 153271 
NCR-10 

components which would require replacement to operate PSL and PTN at the uprated conditions”. 
Concentric understands, as originalZy proposed, &e BPU Projects were expected to commence 
opentions post-2012, but were advanced follou4ng die FL PSC’s rejection of the Glades Power 
Park Determination of Nccd in 2007”. FPL filed for a Determination of Nccd for the EPU 
Pzojects on September 17, 2007!9 

In the winter of 2007 and 2008, FPL rctaincd Slraw to review FPL’s initial scoping study and to 
contirni or reject the rcsults of this analpris. Concentric understands Zrom ow intehiew that these 
studies generally did confmn thc FPL scoping analysis, but sonic discrepancies related to the 
teplacetiient os refurbishment of certain components existed for Turkey Point. The initial cost 
estimate included a contingency docation of approxiniatcly 45%=’. 

Soon after the completion of the Shaw scophg studies in April 2058, die P.V. EPU project t a t n  
identified the potential to exceed the original FPL & Shaw scophg es th tes .  At this tkiie, PSL 
initiated Condition Report 2008-11443 (the “CR”) wvhicli stated thc “EPU Project Peasibiiity Smdy 
may not have captured the €ull spectrum of modifications necessary,” for the upmte*’. In response 
to tlyi CR, the EPU Project Yeam developed a “High Risk Mitigation Plan” which w a s  attached to 
the a”. The High Risk Ahtigation Man included corrcctivc actions u.1Jcli wcre required to be 

h- rhc EPU Prrdect team including prcparntion and submission of a revised cost estimate 

the but not the Concentric 
w a s  M deternu igh Risk 1, t-. K completed. 
Concentric also requcstcd B copy of the revised cost csthate described in the High Risk hIitigabn 
Plan, but \vas told that this document could not be located, nor could its csistence be confirmed?’ 

2, On Noveniler 7, 2008 the EPU Projects’ BPC vendor submitted a rcviscd forecast for PTN of 
$212hlhI for the pR\7 EPU“. Thij compares l e a  scoping analysis assumption of $225hnIS. 

In Decenibcr 2008, the PSL Project Controls team again identified the potcntinl to exceed the 
otigifirl forecast following the mecution of the EM: agrccmcnt with Bechtel. A prelindnar); revised 
forecast fot PSL was prepared and provided to the EPU Projcct Management a t  that time. The 
EPU Project A~Ianagemczit, however, requested that the PSL Project CotltrolJ group further refine 
and develop thc revised forecast. 

CR-2008-37753 noted in December 2008 that die EPW project is a major diange for P.SL and 
should have a change managemcnt plan in place. In addition, CR-200857753 goes on to state that 
CR-2006-11443 \vns closed with several future actions contained within a risk mitigation plan and 

LT 

Zq 
W 

30 
st 
9 t 

18 Florida Public Scn-icc Cummission, Order No. YSC-O8-0O21-I;OII, January 7,2008. 
1’ Florida Power Q Light Company’s Petition m Dctcrmine Ned fur l.?xpmrion of Electrical Power Phnr and for 

bkmption fmm Kulc 25-22082> I i A C ,  Dnckt No. 070602-H1, September 17,2007. 
3 Ibid. 
21 CR ‘2008.1 1443, ‘mctailcd lkscripcbn,” April 3, mO8, p. I. 

Ibid.,p, 8. 
Thc Junc 8.2008 fisk kcgistcr inclixlcr an item which i s  sinidar to the High Risk Mitigation Plan. but thc documcntr 
rcquircd to close vut this IIigh Risk Mitigation IJlru could not be located. 
Extended I’nwcc Upntcs, l’rojed Update, Tuckcy Point, July 25,2009, pp. 25-26. 

- a Ibid. Dalatcdr 17  
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CONFl IIENTIAL 

CONFIDENmL 

FPL 153272 
KCR-10 

tracked sepantely within the EPU Risk Mitigation Prograni CR-2003-37753 concludes that there 
\vas a “tnissed opportunity” to screen CR-2008-11443 as a change inanagemcnt plan6 

A second mccting to rc\.icw 

3 

reGnemnent fo thc estimate. 

A shidar exercise wvas undertaken for PTN H March 2003 and PTN began to report its performance 
mecast. Hmvever, the PTN Project Team was requested by the 

to revise the initial rcports, to measure cost performance rclative to the 
otigiuil project baseline !!cause the revised egtininte still had to Lc “ddated,” and because and 
“extensive effort rLwsl about to begin to evaluate [““” * --! e-*-> --- t to conq&te for [sic] the 
l“1N EPU Projcci.”.” Concentric &s told that thc 
instructions, but chose to comply with the instructions from his suwors nonetheless. 

as not satisfied with these 

r 
In April 2009, the EPU Project bhnagenient began a detniled cost review of the unregulated Point 
Bead) EPU Project. This review included the sequestration of the EPU Project Maim 

PSL a n k  EPU Projects. The.. replaced on Lhy 1,2009. 

before the FL PSC . 111 uw K ~ W W W ~ ,  thep-ated “The EPU peojccts are 
progressing on schcdulc and within budget:’ Additionally. thIs pre-filed direct testimony stated 

n-&-* nmm.nt r s U  A &  ,h.. up1 c..h,rripbA ,h,. ,.,*-filed direct ~esr~,la,~es 

paint Reach for a period of two to thrce weeks in April. Upon their return, the! I 
resigned from 1Js position and it is re ited that a similar undertaking \vas begun for the 

On hfay 1,2009 th4- JbInittCd :stho1ly in Dwkct 090009-E1 

‘There ace no changes at tlJs &IC to the total non-binding cost estimate provided in hfay 

B d  Ak. John J. bed, Chairman Rnd CEU of Canccntnc.” 

At the end of May 2009, the EPU Project h1anageinent Teain reported to the ESC that the Bcchtcl 
EPC cstkiutes had increased to a lewd in excess of Rechtel’s indicative hid”. This increase was 
reported to be the mult of higher than expected projections of field non-nmnual and ~i~anual labor 

%6 CK 2008-37753, “Additions1 JnfQm3tim1,” Dcccmbcr IO, 2008, p.1. 
27 S u m m  Cash Flow El’U ’hd 090217 lleric\\cd.ds, ‘TSI. EI’U I’miecl’l’otd,” Februuy 17.2009. 

, Saint J.uckJuly 25 2009. pb. 
In zegards to Rwisnl Forecast, d a ~ d  hlarcli 26,2009. 

y/ I’eiod January - D&embrrZOlO, hlay 1,2009. 
t JJ I!ntenckd I’owcr Uprater, Esccutkr Steering Commirtcc Upditc, Saint Jmie &Turkey h i n t ,  May 2009 p.3. , Dclsted:17 1 
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IIOU~S’+. S&rIy, the current EPU estimates were reported to include redundant project 
managanent and ovasight costs which the EPU Project hIanagement Team believtd codd to be 
eliminated to reduce the EPC vendor’s forecasp. Finally, it \vas reported drat the EPU scope had 
grmvn to be larger than die iiidicative bid presented in Noveniber 2008. ‘1%~ EPU Project 
hlanagement Team noted that thc current csdmatcs WVCKC bascd on preliminary design information, 
and that tlie project was in thc process of nhing  ncw “level 1” estimates%. A target completion 
date of June 30,2009 for the new “level 1” estimates was pasentcd to thc ESC at this meetin$. 

Following the May 2009 ESC presentntion, thc EPU Projcct Tcani undcrtook an EPU hiodification 
Scopc Review for both MN and PSL? I’he results of these reviews w c  pc(zrtcd- on June 16, 
2009 and reconunended die elimination of a substantial number of modifications as not necersaxy to 
operatc in an uprated condition?9 

Tlie subsqucnt W C  meeting \va6 held on June 23, 2009”. In tllis presentation, the EPU senior 
management team noted tliat the EIW Pmjects werc complcting “lcvcl2” estimates and reitecated 
thc concerns related to the EPC estimates since Bechtel’s indicative bid in Novcnhcr 2MIS”. This 
presentation was relatively short and precipitatcd the moic dctailcd cost redcw in July 2009. 

During the intenwling period between thc Junc and July 2009 ESC presentations, the EPU Project 
‘l’eam expended considcrabk effort to produce a detailed, ‘line-by-line” cost review €or both the 
PSI, and PTN project. Concurrently, a decision to replace die EPU senior management team \vas 
made. A s n r  

I twcen the end of June 1 , .[- I 
. . .  

j-.-LJL- g ne\ L *’ I Tliese individuals were selected find rkcdtcd from ?, ‘IVPL Ix 

d9 At July 2& 2pOg ? ? % - p ~ ~ e n ! ? ~ ~ , t - ? d  
>V the ESC \vas briefed in derail on t l ~  k e d  cost EOCC~SC. AI UYL umc, UT mecast €or PTN w u  
L r  revised upward by approxinrately $161 million from $749 mi\tion to $910 nJllian”. Similarly, the 
& PSL forecast was rcvked upward by approsimatdy $140 million from $656 miltion to $796 dlbn”.  
23 Tile slides which presented this inknation to rhc ESC notcd that thc “current budget“ \vas being 
Zy increased to the “cwcnt forecast’*. Simultaneously, the F X  was advised that the current 2009 
29 NCRC feasibility analysis included tlic original Cost forccast, and rcviscd fcasibility scenariios were 
80 presented based upon the current forecast as of July 25,2009”. Thcpc rcvised feasibility scenarios 
31 did confirm tlic continued cost effectiveness of the EPU Projects. 

-[Delated: 5 J 

Y Ibid.. p. 14. 
33 Ibid. 

Ibic1.p. 15. 
37 Ibd., p. 18. 

P1N IPU Scopc Rex* dated June 2009, I’SL EQU hlodifmtion Scope lbxicu~ drtcd June 16,2009. 
39 PTN EPU Scopc R c h p  L t c d  Junc 2009. PSI. KPU Afodification Scopc Herkw datd June 16,2003. 
* Entcndcd Pouw Upntcr, Exccutivc Stcedng Camnriute Meeting. Saint Luck & Tutkey Point, Junc 23,1009. 
+I Ibid., p. 12 
a Ewtendcd Fowcr Upratcs. Pmjcct Updatc, Turkcy Point,Jdy 25,2009, p. 5. 
a Estendcd Ponvr Upratcc,l’rojcrt Update, Saint I,ucie, July U,ZOO!I,p. 8 
4 ’  Ibid.. p. 11 d E x t c n d d  I’uuper Uprate, l’mject Update, Turl;e).l’omt, July 25,2009, p. 8. 
45 Ibid.p.50. , Deletedt17 1 
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No ESC meeang was held in August. Nonetheless, both EPU projects did produce a $mas- flp, - - - {Dabtad: 
report. In the case of PTN, thc Total Project Cpsh Flow report m s  not updated to xctkct the 
rcvised forccast that had been presented to utecutivc inanagement on July 25.2009~. In contrast, 
the PSL Annual Pmject Cash Flow rcport \vas re\iewed, the budget performance indicator w a s  
changed to Red, and the total project cost suinmary presented on this rcport continued to be sliown 
as “under rcvkw““. 

On September 8, 2009 thc NCRC hearings in Tallahassee began. DuJng thcsc hcarings the 

contained within l i s  pm-filed, ditect testinmny his answers would remain thc samea. 

l l i c  follo&g day, September 9, 2009, the EX w a s  prcsentcd with a ncdy revised forecast that 
further increased the cost the EPU Projccts by approximately $104 AIAI for both sites4’. Tlus 
presentation stated that ztpptoximately 30% of the total project costs have ‘‘high 

At tlic October 22,2009 ESC meeting, die EX \vas advised that the current forecast for the project 
was unchanged, hut the contingency had decreased by approximately $12 nJUion”. In addition, thc 
AFUDC esdtnate \vas decreased by apprositautely $150 million to $200 inillion”. A footnote in the 
prescntation indicates the AFUDC was reduced to rcflcct FPL’s pro-rata share of PSL Unit 2”. 
Concentric notes that the ranaining valucs shown in this presentation are depicted as tlie full cost of 
tlic EPU Projects regardless of oumnllip. 

3 

took tlie stand and indicatcd that should he Le asked the same questions 

Also in Octobcr, PSL produced two Annual Project Cash F l o ~  Reports with different hudger - - - 
performance indicators and different tom1 pmjcct cost summaries. The fust of these =ports is 
dated October 1,2009H. This rcport includes a red perfomiance indicator and thc total projcct cost 
summaw is listed as “under reviewP. Tlic sccond rcport is dated October 2009. The budget 

Formatted: N d ,  Nobul*tror nmkm 

2: Lv to $651 iiliu;ons. No one with whom Concentric spoke could csphin thc difference or the reason 
Se for the hvo reports. @e ~M-c!i~~o>> - t .m chronology re!cyyt_tp_tl_le f i y ~  +y-qu:+n!. 

Z(. Conccntric has developed the following conclusions wllich are relevimt to the five key quesrions 
notcd in Scction II: 

0 

performince indimto1 in this rcport is listed as yeUow a i d  the total project ws t  sununary is changcd . 
,(~e~ated: 1 3 

ZY 
2? 
a* 

Thc original FPL and Sliaw scoping studies provided thc basis for FPJ,’s deekion to proceed 
with the EPU Projects in 2007. 
Tlre EPU senior project riunagemcnt \vas alated to tlie potential €or costs to exceed as early as 

31 April 2008 through CR-2008-11443. 

Tohl Pmkt  Cash I*lo\c: 1’IW IP’U I’mjcct 2009, August 2003. 
Annual Cash F h ,  PSL EPU Pmiccr. At*-*** 1 rxrO9. 

F,\hnJcd Po\w Upntcr, Executive w Stc i t ta ,  St. I.ucio and I t & y  l’nin~, September 9,2009 
Tnnscript of D k t  Esarnlnation o 

Ibid., p. 3. 
Estcndcd I’owcr Upntes, Esrculivc Steering Conlmittcc, St hidc and ‘liirkcy hint, October 22,2009. 
Ihd., p. G. 
Ibid., pp. 6, 18. 
Annul Cnsh Flow, PSL J3PU Project. October 1,2009. 
Annual Cash l~luu*, PSL ISPU Project, October 2009. 

Sepenrbcr 8.2009, pp. 208-209. 

, Deleted: 21 1 
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The EPU &or project management zviewcd a prehninarp, revised cost estinrate for PSL as 
early as Dcceniber 2008 and a more refined wwsion of this analysis in February 2008. 
The EPU senior imnagunent prepared the July 25,2003 ESC presentations with the intent of 
prow4ding a detailed, line-by-Lnc review of the changes to the cost estimate. 
As of July 25,20Q9, FPL believed the EPU Pmjccts continued to be econoinic based on die 
revised cost estimates and projected incremental output. 

us aware of and assisted in the presentation of a rewised cost cshnate 
to PEL-s cxccuuvc managcrs LIS of September 8,2010, tlic date on ~vhicli he presented his direct 
testitirony in a heasing bcforc the Florida Public Senice Commission. 

V. PPL’s Decision to Proceed with the EPUs 

In determining whether EPU Project costs were prudently inawed the FL PSC Lfoncerned ?vit!~- : 
two itenis. First, is dictlter die decision to procccd with the project \vas prudent based on the 

- - 
. - 

expected ecanonuc and other benefits to FPL’s customers? That question is described hlowv. 
Sccond, thc FL PSC will be concerned with wvl~ctl~cr the EPU project’s costs wvm prudently 
incurred. That is to say, arc the costs for which FPJ. sought and is seeking reco\.frp in dockets 
090003-E1 and 100009-@’ the result of prudent decisions by FTL’s mnagemmt? This quedoli is 
addressed in Section - 

The initial dccisian to proceed with the EPU Projects w s  made in 2008 on the basis of FPL’s and 
Sliawds preliminmy scoping analysis which predicted, at a high level, which plant componcnts would 
require replacetnent or modification to support the increased output of the plants?’ As was 
necessarily the case, this w d  w a s  coinplctcd absent any demiled design work. Tllc information 
presentcd in this study \vas used as one colnponent of a feasibility analysis which comparcd the 
operating cost of FPL’s portfolio of generating rcsources with and without the EPU Projects? Il‘lris 
analysis relied upon tlie projected INCl of incremental output, the conimercial operations dates of 
the EPU Projects and the duration of tlie outages, in addition, to thc catinrated cost to complete the 

, [wl~t.d. luhu. 1 
. _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ . - -  _._ 

tr EPU Projects. To thc extent the resource por8oUo that included the EPU Projects w a s  projected to 
L1/ bc chcapcr to operate than the generating portfolio absent tlie EPU Projects, it was deetiied the 
2’) EPU Projects \vert in the best interest of FPL and its customers. Thus the question bccoiixs would 
zp “perfect” reporting of the revised cost estiinates haw materially affected the feasibility analysis and 
2 influenced FPL’s csccuuve nrmagement’s decision to proceed with the DPU Projccts in 2008 or 

SI? again in 2009’) 

31 It is Concentric’s conclusion that, at-best, awareness of a revised forecast could have bemi improved 
)C by five months. Conccntdc believes the five month time h m c  is appropriate givcn the Fcbtturry 

3 2009 inccting betwvcen the RPU senior nianage~iient and the PSL project team. As noted above, this s v  meeting followed ~JI initial rexitwv of the PSL cost estiniate in December 2008 and presented a 

51 PI. PSC Docket 1oo003-H1, PIX Nolice of Intent to Rcdn Party Status,Januar)f 6.2010 

Fcbmacy ZOOS und Shaw SIOW tk \Vebrtn, Inc., . ’ C ;I;cbrurry2008. 

57 Shaw SLOW & \K’ebster, Inc., ickar Plint. I~lmnce of I v ,  Iant. * C  . 
Pnlcur Qm& 

k Jight Conqmny’s Petition to Dcterminc Need for Hspnxion of liktdml I’o\wr Plans and for ss 

_ -  Exemption fmni Rulc 25-22.082,V.A.C.. Docket No. 070102-E1, Scptcmbcr 17,2007. ‘ Dalated:27 
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Kcvised cost estimate that was within $11 inillion or approdmatdy 2 percent of tlie PSL cost 
cstimatc that \vas provided to FPL’s executive tnanagement on July 25,2009”. 

Tt would not be appropriate to assume FPL’s executive msnasment should havc bccomc aware of 
the revised cost cs&nate hi December 2008. Thc estimate that was prcpred at this time \vas 
reported to be prelitihar). in nature and nrarranted additional rcdcw bjr the EPU project team to 
further align it to the EYU senior nmiagement’s objeaivcs for thc EPU Projects. Nonethckss, thc 
EPU senior management could have nkcn this opportunity to notify PpL% execudvc managclnent 
of the potential to revise the forecast in 2m. VktuaUy all of the intenkwees a p e d  with this 
conclusion. 

- -3 
Following a conclusion as to limv inuch awareness of dic rcvised cost cstimatc could have 
improved, Concentric cvaluatcd whcthcr this would have pffected FP1.h dccjsion !o pm_cerd yitb- . - - -[*lad Neb 

- __ - - - .- 
__.- 

the EPU Projects. In this regard, it is important to note that contemporaneous with tllc revision to 
tlic cost estimate, JTLslso learned that a higlier lcvd of incrancntnl output may be produced by the 
EPU Projects. This additional output was the result of niwc detailed engineering uGch had bccn 
completed since the original scopbg studies hi 2007@. 

As noted above, FPL’s decision to proceed with tlie EPU Projccts was based on an rconoiiiic 
fertsibiliiy analysis which rclicd upon thc expected incremental output of the facilities as wveU as the 
ucpectd cost, among other items. Due to the increase in thc projcctcd output of the EPU Projects, 
the economic feasibility analysis \vas not substantially affected by the revised cost estitnate. Indeed 
the July 25,2009 ESC presentation for PSL indicates &e EPU Projects continued to be econoiiuc, 
although approxisnately 1453% less so, at the higher cost csdmatc ptcscnted during that meeting?‘ 
’llius, advanced a\varcness of tlic increased cost csthate would not have altered FpL’s decision to 
proceed with the EPU Projects. 

VI. The Pass-Through of EPU Costs in the NCRC 

Concentric’s review of thd I 

9 rttcr has illustrated the dirtincum betuwm thc cost estimation 
process and the incurrcncc oL spcciEic costs. T h e  former is the projection of futuce costs without 
thc actual expenditure of company or customer dollars. The later is more critical to the I% PSC‘S 

%% Z review and involved the actual urpenditure of company and custonier dollam or the conimitment to 
LY do so at a later date. 

2 9  * I k a k t t e r  indicates-concerns are specific to the cost estimation process within 
>e the Epu projects and more apecificd the reporthg of rcvjsed cost estbnatcs to WL’s executive 
31 management and the FL PSC. ‘ll&Lcttcrcloes not identify any costs which are the result of 
JZ an icnpiudcnt action b FPL. Concentric confirmed this understanding of th-er during 
3% our interview with* 

>‘f Similarly, Concentric has not foundjyi!i&?s _.f sos_tf t&a~ yelle_the ~ ~ s ~ t - o f - ~ ~ ~ ~ ~ ~ ~ c ~ s ~ ~ n ~ -  ~ - -@elsted: 1 3 r OK actions on tlic part of FPL.’s management. This conclusion was reinforced cverp inten.ie\oec 
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with wvhom Conccnttic spoke. IY‘llen askcd whcthcr they wcrc amm of any costs that should not be 
passed along, thc unanimous answer w a s  “no”.-.$+d,l 
h t c n k w  that “the costs will be w h t  they [arer and llir concerns .n related to what infofindon 
would be prescntcd to thc FL PSC. A s  a rcsult, Conccnttic believes therc arc no costs which should 
be subject to disallowance by the FL PSC on thc basis of imprudent decLion-mpking. 

~ a ~ ~ - o > y l ~ d g c ~  -du@Fg-?y- - - -Luted: 

Concentric has, however, found evidence that suggests concerns With the reporting of revisions of 
the cost estimate. TIresc documents and the concerns are described within Sections VI1 and 1111 
below. 

1’11. The plow of Information to thc PPSC and Other NCRC Pnrtics 

A. w e o f  I& 

The chronology of cvcnts prescntcd in Section n7 of this rcport led Conccntk to focus on thc 2009 
NCRC proceedings“J?jtl d q r _  ~ ~ ~ e ~ s -  y h e ~ l ~ e ~  ?!le jnfornntion p-r~cpced..by_ FPI, those - -(Deleted 
proceedings relating to thc EPU cost estimatcs, schcdulc, and cost-cffcctivcncss \as consistcnt with 
the standards expected for testimony before, and submissions made, to a regulatory agency. 

Tlrere were three sepnrate sets of activities in the 2009 NCRC proceedings in wvllich inforination 
about tlic status of thc EPU \vas prescntcd. Thcsc scts of nctivitics arc thc 1) prc-filing of  tcshnony. 
Loth direct and rebuttal, 2) production of docunlents and answering of interrogatories in the 
&wvcrp processes, and 3) testimony at the hearings. In the 2003 NCRC proceedings, pre-filed 
testimony on thcsc matters \vas submitted on May I, 2003 (direct) and August 10, 2009 (rebuttal); 
docutnents ivcre provided and interrogatories wvcrc rcspondcd to from January, 2009 through the 
hearing; the hearings on  tlictc issucs wcrc held on Scptcmbcr 8,2009?’ Sincc an importmt clement 
of this jnvestigation has been about thc timeliness of internal and cstcrnd information flow, wvc have 
choscn to csamine FPL’s actions in the three separate timeframes discussed abovc. 

B. pre -filed T- 

PPL prescntcd four witnesses in tlic 2009 NCRC proceedings on issucs relating to the EPU 

1 
Tlic issues within thc scope of this investigation 
cost-effectiveness of the BPUs, wvm presented i 

I 

,,t to ,,...phion, schcdulc and 
h r e c t  testinionf‘, and sponsored 

Q 1;l’S.c Docket No. 09,0009M1. 
6) I’PSC Docket No. 090009-ET. Prc-fikd tcsthoq was also Iiks on hladi 2,2003. ?hat astinmny rrhtcs to 2008 

costs. Given Concentric’s conclusions in Section 1’1, the tcstimony is not addressed in this section 
M Dircct Tcs&nonp o 
6) nirectl’cstimonyo 
ffi Direct‘fcctimony of ’ - &t No. U!WO9-EI, Alry 1.2003. 

6s nirect ’I’crtimony o Docket No. O!X!OM-EI. Ala). 1,2009. 

Dockt No. om9-I31, hIl). 1,2009. 

No. O!XXMJ!l-lCl, May 1,2009. 

m kct NO. MOOO9-EI, 1 5 % ~  I ,  2009. 
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cost-effectiveness anal&'. Mr. Reed's by him, and that information was used in 
testimony related to nucleat project convols, proce ures, policies and practices, and the prudence of 
FPL's costs. He offered no estitnatc of the projected costs to coniplction or opinions on the cost 
effectiveness of die EPUs. ~ b s t h o n y  related to  the rccow~dng for Sl'L's incurred 
costs and the 2009-2010 pIoje costsW.-did not offk any cstirnate of the projected costs to 

our review has focused 
on die tcstknorty o and, to a krru extent, 

d. 
coniplction or opinions on the cost cffectivurrt of thc 

__ 
1-d pre-Bed D k t  Testimony contains thc fotlowhg statanen& 

'Y&%ntiix 1 ioulntiu th TOR ithtitdes tbd contj~to tbt cnmxtptv~~ionr to FPLk on&ht& 
jihd St brio and Titrky &nf msff . . . A Ibis lh.?, W L  bar not iiicnt$ed ay n d  to re& 
fhc foiat non-bindiq mf csfimate pmtitieti tart i\fg ill Dockc! 080009-EI. As wodd b: 
ew+riftd fbe Gvnjwtp continurz to C M ~ I Q I ~  fbe rosts dfiocidttd n ~ f h  thispn$rt. A s  ar/ivies suib 
a$ J n d  q i i i t e t r i ~  aidyu ond tits& fiswiatd NRC nynitvmnts mi ntieiw, ~ n d  
m ~ s t n ~ r t i o o ~ ~ u u i t g  an mojv dmriy &JirHn, tbe Cotnpmy n#lniake n g  ntcessdg ndsions 10 the 
onginal iost tstinmfc. TI! TOR xbetinhs pmvida tbc besf itfitmath iiii.crhJ m7aMefir tbe 
msr miv~~&tiadfhmrgb 2010.'" 

include Schedule TOR-7 FNC-UP to Original), whicli was sponsored by 
and uhicli continued to rely on the cost cstimatc submitted in Docket 080009-EI, a r  ong 

with a restatement of the caveat that the Coinpany continued to caluate thc costs of the project". 

As of shy 1,2009 (the date the prefiled testimony quoted above \vas @led), the following events l i d  
transpired: 

A Condition Report (CR-200811443) dated 4/3/08 raised concerns about thc 
e DPU cost nriawtc that \vas used in Docket 070602-EI" 

ontinued to use in May, 2009" 

FPL 153278 
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On Novcmhr 7,2008, Acchtcl informed FPI, that its d m a t e  of costs for &e P1’N 
EPUs had incrcascd by $37 inillion; tlk higher valuc is used in the Bcditd contract 
In early December, 2008 the EPU’s Project Controls Group identitied that thc hby, 
2008 cost csti~nate -was likely to h too low given the Bechtel contract and cast 
A Condition Report dated 12/10/08 concludes that the resolution of dtc 4/3/08 

s prcscntcd with an analysis prepared by 
their curicnt cast estimate Tor PSI; is $129 

By blnrch 26, 2009 the FlN site team had also concluded that the cost estimate 
should be raised above du Map, 2008 cstimnte; a decision is madc to not use the 

participated in dcvcloping B presentation in late April/cacly Afar 2009 
while Bechtel had esfiniated higher costs, his cost estimates 

for PSL r\nd PlW \vere unchanged t.Om the May, 2008 estimates; the Projects’ cost 
status is shown as gcgrccn.’Dm 

1’) 
l Y  2009. W c  dicr 
49 would he ,cede& 

2 0  contrary, what 

A s  shown by this chronology, the EPU’s cost estimates were clearly in n state of rapid flux by May 1, . :vidence to indicate that an upward revision to thc cost cstimatc 
7 ad not reported to the ESC that an increasewas needed. O n  tlie 
reported to tlie aSC \vas consistent with what his Dkcct Testin 

\ W e  JC IS rmcrcntly a matter of judgnicnt, Concentric does not believe tliatI[YY 
May 1,2009 Dkcct Tcrtimony was outside the bunds  of acceptable conduct as of the 

29 ate it was filed. 

C. l ’mduch of Doculuena 

Concentric requested, received and rcvicwcd all of the productions of documents and interrogator). 
responses submitted by FPL in Docket 090009-ET and pertaining to the EPU budget, schedule or 
cost effectiveness. Our review led us to follow up on one hituMgatory rcspqn~c, submitted in 
response to Staff% Fifth Set, No. 53, €or fiutlilcr This intermgatoty response, which is 
rttachcd as Eshibit 7, sought a listing of each analysis that PPL was of tkhg  to satis6 the 
requirements of Section 366.93(5) F.S., which rcquLcd an annual conipadson of the budgeted and 
actual costs as compared to thc cstiInated in service cost oE nuclear projects. The response, which 
\vas subinittcd on August 17,2009, refers to Schedule TOR-7, which had been submitted on hlny 1, 
2009, and describes that it is a “snapshot” of L continuous ~ L U C C S S . ~  

33 Between May 1,2009 and August 17,2009, major changes had been made to the cost estiniates for 
>y the EPU projects. On hky 31,2009, the M’N EPU budget indicator is shown as rcd, indicating r 5r serious challenge to meeting the existing budgetN. O n  Junc 3,2009, Bcchtcl submitted L ‘TSO” 

FPL 153279 
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(mean \rh . * ,ate for PTN that was $108 million above the May, 2008 esPimate". On June 
advised the ESC of the Bechtel estitnad3, and the ESC insmcted him to 
updated coot cstimatc for the 

reportdy udctq seven days B rvcek for a month, and 

'2. 23,20094 
3 preparea 
y r 
Q i ixxk on J 
7 
k 
9 

meetin$. '1- updated estimate was prepared at the direction o 

In thc wcck k a h  up to that meeting, the EPU krdcnhip tam ma 
replaccd, 4-a was reassigned to a potidon outside of dic DPU, although lx actively 
participated in tlic Jiily 25,2009 presentation. That prescnmhn established new cost estimates for 
the EPU projects which arere nppmsin~tely 21% higher than the May, 2008 

llierefore, Schedule TOR-7, d J c h  is referred to but not attached to the response to Staff 5-53, was 
out of date by August 17,2009. I-Io\vevcr, the intermgatog only askcd €or a krtitg of the responsive 
analyses, not for FPL's current or updated analyses. In addition, the respondent to the 
interrogatory, a Regulatory Affairs staff mctnbcr, had no knowledge of the new EPU cost estimates, 
nor of any SOUKC data 01 documents relating to t lus hsuc that were crcatcd aftcr AIay 2009. FPL% 
approach to coiiplying with the Section 366.93(5) requirements was to puform a "snapshot" 
analysis as of late April and to include that information in die May 1 tilings. Neither the Replabty 
Affairs staff, the k g a l  staff, nor PPL's other witnerses, saw any port-May 1,2009 s w c c  documents 
until preparations began in December, 2009 for the 2010 NCRC proceedings. 

19 
20 
21 

Concentric v iew tlre response to Staff 5-53 as being accurate, reliable and responsbe, even though 
the document referred to was out-of-date. The respondent answered the qttestion in a forthright 
fashion bared on aU oE the information known to this person at the time. 

2 2  As stated e n r l i e L P n d  - appeared at the NCRC herrings on September 8,2009. 
a5 At the herring, the - g exchange took place h c h v e e r a n d  counsel for FPI,'': 

w 
2r 
Lcr 

23 

2-v FPL ads thai tbe p@A durd trsiimtg be imrftd iaio lh rmrd ns 
&Y 

3.0 
3, f 
3 C 
3 2 

llJs follouxd(P.III[Y introducing sewral corrections to cuata in 1% pre-Glcd testimony, and 
updating his prefiled testunony to rcflcct his nav titlc and responsibilities with FPL. The exchange 
with counsel had the effect of usertirlg that all of the statenlents in  tile pre-filed testiniony, and the 
exhibits sponsored by 1 1 mnaincd truthful and accurate ns of September 8,2009. 

aq 
3r 
3p 
39 .SaintI.u&,Jii~y 25,2009. 

.I Iistendd Power Upntrr, Project Updatc,TurkcrPoint, Ju$25,2W, pp. 25-26. 
85 Extended Pou*cr Upntcs, Esccuh-c Srcring Cornnittee hfccting, Saint lucic Ec'Ibrkcy Point, June 23.2009, p. 12. 

Exended Poaw Upntcs. Projcct Updztc, 'Ihckcy Point, July 25,2009 mif Kxtcndrd l'ower Upntts, Projtc~ Update, 
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As of September 8,200 )had paaidpated in the development of &My detailed c o s t  
projections for the EPU projects, and had presented these new estimates to dozens of senior FPL 
and contractor personnel on July 25, 200988. The new estimates for PSL were caveated as still being 
“at the conceptual levelB” (as were the hlay, 2008 estimates? and the comment w a s  made that the 
full scope was still not known. However, the new values were clearly labeled as the “Cutrent 
Forecasf” and the statement was clearly made that the “Cuerent Budget” (the &fay, 2008 values) was 
being increased to the Tunent  F o r e ~ a s t ” ~ ~  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 c9perienceg2. 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 present4 to the 
FPSC, and that several new economic feasibility analyses had been performed, which updated those 
analyses which had been submitted to the FTSC eleven weeks e d e r ? ’  The new feasibility analyses 
continued to show that the projects were benef3cial to customers, although less so than in the hfay 1, 
2009 filingM. 

efended his Septembm 8,2009 reaffirmation of his pre- In our interview with hi.5 
hled testimony on the groi -7 s r b  e July 25, 2009 cost estimates were prepared assuming the 
validity of many unapproved scope es and manpower estimates, and that they mere a no better 

regard to whether die updated estimate should be presented to the FPSC. Concentdc agrees that 
the new cost estimates were based on ody pardally completed engineering and design information, 
and that &cy were st i l l  subject to revision as new information became available. However, that is 
always the case with a fast-tracked construction program, and continues to be the case today. These 
facts do not support the continued use of information that w a s  based on even earlier conceptual 
designs and out-of-date manpower and m a t 4  estimates. The new estimates were the product of 
more than a dozen people worlcing extended hours for a montli, and had been reviewed by evuy 
level of management in die EPU organization. They reflected far more knowledge about the scope 
of the EPU projects than had been used in the 2007-2008 Slxaw scoping analysis, materials cost 
esdmates that were based on far more recent data and manpower estimates that reflected the revised 
scope and Ioadhg estimates prepared by Bechtel. Most importantly, they were presented to the 
executives of FPL in cliarge of EPU govcmance (and who were responsible for approving budget 
changes for the projects) as the best ‘line-by-line” estimates available at the t h e ,  were materially 
different from the 2008 estimates, and have continued to serve as the reference point for all 
subsequent revisions to tlie cost estimates, including those that are bdng submitted to the FPSC in 

Concenttic has concluded that by the t k n m  took die stand, the information presented 
on Schedule TOR-7, and the testimony rela--- __ -~ was out-of-date. This opinion is supported bp 
the statements of nearly all of the EPU project personnel we interviewed (other than the two 

r 
than a “guess” with little support. w also indicated that he does not recall any discussion with 

m y ,  2010. 

*E Meeting request for EPU Saturday Session, July 25,2009,8:00 A M  to 3:30 PhL 
89 Extended Power Uprates, Project Update, Saint Luck, July 25,2009. 

Florida Power 6r Qht Company’s Petition to Detuminc Need for Espansion of Electrical Power Plans and for 
Exemption from Rule 25-22.082. F.A.C., Docket No. 070102-EI, September 17,2307. 

91 Entended Power Uprates, Project Update, Turkey Point, July 25,2009 and Estendcd Power Uprates, Project Updntc, 
Saint Luck. July 25.2009. 

93 Ibid., pp. 38-40 and pp. 51-52, rr%prctidy. 
g3 Estcnded Power Upratcs. Project Update, Saint Luck, July 25,2009, pp. 44-49. 
g4 Tbid., p. 50. Deleted: 27 3 
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f individuals that participated in the decision to not update the testimony), and is strongly held by 
many of those w e  Interviewed. 

Conccntric has also fourtd no evidence to suggest that 
effectiveness oE the €?.l’U plroiects, had any ktlowledgc 

d 
‘I 
$- presented to the ESC. It i s  OUT understaodt e Schedule TOW, RS sponsored 
I 

FPL’s witness on the cost 
d cost estimates had been 

k t  he relied on the cost estknatcs provided on 
n y \ v a s  not in thc EPU organization or 

thc nuclcnr division of FPL. 

Concentric has found no c\idmcc to demonstrate that there was a ddespseed plan to purposefully 
keep updated infommtion &om bcing provided to the NCRC parties. The documents w e  have 
rcvkwcd, and our intcwiews, indicate thnt there \vas considerable uncertainty wvhldn thc project staff 
in Septeinhcr, 2009 as to whetha the ncw cost estimates were “oficial” or not, and internal scports 
wvcre inconsistent in their use or non-use of the updated forecast (see Section VIII for additional 
details). The EPU staff had experienced sigilificant hunovCI and \vas also undergoing I major 
rcorgmhation at that hit, which appears to have contributed to the lack of clarity on this point. 

VIII. Information Plow witliin PPL 

/ d  
t f  

(3 
rY 
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1. Concmtric's investigation into this matter idcntified the €knv of documentation and 
information from the business units to the other membea of the docket warn hc lkhg  

and other wlcncsses as an area of concern. Concentric recommends thrt 
this process be chm@ in order to pmide timely and ongoing information within the 
NCRC dmket team throughout cadi NCRC r This Wriu help to ensure that any 
updated informtion is fully discussed within docket team and prevcnt futurr 
concemL related to flow of information to the PL PSC. 

2. S i  to recornmendation one FPL and die FL PSC stnff should revisit ~ S W  of 
htra/htcr-~ycle docunxnt production. The ongaiag production of a limitcd number of key 
pzojcct documents woukl cnlvrnce the FL PSC stnfPs understandkg of thc projca and how 
&cy haw dc\tcloped up to that point. It would also hdp to ensurc adcquate infortnation is  
distritn~ed to the FL PSC on s timely &lis. 

$7 
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The NCRC docket team has included and continues to include a number of fitst time 
witnesses or witnesses with limited experience serving in this role. As a result, it is vitally 
important that EL'S Legal and Regulatory Affairs departments continue to provide explicit 
instruction and guidance to these individuals. FPL's Legal and Regulatory A f f k  
departments should assume these individuals may not have a full understan- of the 
regulatory process and the implications of their testimony. T h e  importance of updating 
one's pre-fled testimony and exhibits should be an explidt part of the whess traLJng 
p i o m  along with an urplanation of the meaning of the standard questioa asked by FPL's 
legal counsel. Witnesses should also be made aware of the fact that they are providing 
testimony within a c& expertise or subject matter on behalf of the Company and not as 
individuals. This may come with obhgation or duty to education oneself on matters related 
to this subject matter or expertise regardless of whether this fills wi&h one's day-to-day 
responsibilities. 

As part of. our investigation Concentdc reviewed the list of invitees to the ESC 
presentations. Noticeably absent from these lists of invitces is a representative from FpL's 
Regulatory AffaLs department Gven the impoi-tance and scale of the EPU Projects, and 
the alternative cost recovery treatment being afforded to these projects, a relatively s d o r  
member of Regulatory Affaits department should attend each future ESC presentation. 

One of the more significant concerns idenaed by Concenixic's investigation is die 
ownership and consistent updating of EPU Project reports. Often in late 2009 these reports 
were inconsistent and did not necessdy reflect the most w e n t  or accurate information 
available. FPL and the EPU Project Team should establish and implement explicit report 
owners (by report). In addition, the FPL and the EPU Project team should establish and 
implement an expliat report sign off or dissent procedure. This procedure could be 
modeled off of the current Invoice Review/Approval chedclist form. In addition, the report 
sign-off and dissent process should include a link to the ECP or other similar program for 
anonymously n o w g  superiors in the event of a concern with project reporting. 

To the extent that a perfonnance indicator relies upon a calculation in order to produce a 
parti& indicator, the result of the underlying calculation should be reported dong with 
the performance indicator @e., budget or forecast performance). By providmg the result of 
the underlying calculation, a report preparer or r c v i m t  can $cMy identify any discrepancy 
between the performance indicator and the calculation that produced that indicator. 
Concentric's interviews also noted that individuals wit& the EPU Project Team were 
uncertain as to what was represented by each performance indicator. Providing the 
underlying calculation used develop that performance indicator will help dad$ the pucpose 
of the perfonnance indicator. 

FPL should consider changing the reporting relationship of the EPU Project Controls 
Director. While the change in reporting from the EPU Project Director to the Vice 
President of Power Uprate is a positivc development, the reporting relationship of the EPU 
Project Controls Direct should include dther a solid or dotted line outside of the EPU 
Projects. This will help prment any undue influence on the Project Controls Director and 
his staff. As an alternative, FPL could considu: forming a separate Project Controls 
department, similar to the Integrated SuppIy Chain d e p m t  This separate Project 
Controls department would establish its own set of department processes, procedures and , Deleted: 21 I 
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instructions which would then be applied consistently across the PPL Group. Concentric 
notes that bture, large scale projects could beneGt &om a set of uniform and consistent 
project controls that incotpotate best practices from across the organLation. 

WL's current mpproxh to establishing the EPU'r contingency (Scope Not Dehned) uses the 
contingency as the balancing variable to maintain tlic projects within their cost estimates. 
Tlus is not consistent with WL's EPPI-300 or with sound project management practices. 
llue contingency should be h s e d  on the lcvel of uncatainty in tlic project, wvhich k Lcst 
captured through a probabilistic analysis of the cost cstimatc. Reductions in the contingency 
slmuld not typically be. used to hnd scopc changesl and the contingency should only be 
released if the uncertainty associated with the project hns declined. Concentric notes that t l ~ e  
appropriate level of the contingency is an ksue that has been assigned to High Bridge in its 
current independent rcvicw of the project cost cstimate.The EPU Projects should establish a 
formal internal proccss to approve and communicete EPU budget, forecast or estimate 
changes on a ~otal project basis each montlr(i.e., not annual). This process should be used 
for both scope additions or deletions and changes in the expected cost of approved project 
scope as a result of mtcrlal or c m p n c n t  cost escalationl increased manpower 
rcquirctncnts or other factors. This process should include a report checklist to make certain 
all reports are updated consistently once a new budget, forecast or estimate is approved. 
Concentric notes that EPPI-300 has been reviscd twice sincc July 2006. If implemented 
thoroughly, these changes shouM address this recomncndation. 

To tlie extent condition reports are being utilized to document potential budget or cost 
estimate challenges, tlie CR closure processes should be revised to prevent the closure of a 
CR prior to the completion of a risk mitigation plan. In the aitcrnrtive. risk mitigation plans 
can be tracked separately, but must not be closed until each of the action itenls listed on the 
risk initigAon plan ace completed. Additionally. the completion of all action items must be 
documcntcd and those docunients should be ptesuved in a central location for the 
renlainder of the EPU Projects. Concentric notes dint this change may & a d y  ~IC 

implemented within tlie current EPU action item list. 

High Bridge Associates, or another independent tlurd party, should be retained to coniplete 
an engineering based cost estimate of PTN Unit 4 and both PSL units as soon as possible. 
This estitnatc is nccdcd to rc-bascline the project forecasts and to enhance the certainty of 
fuhuc forccasts. 

FPL should continue to maintain EPU Project staffing BS a high priority. A sufficient 
number ol staf€ members are tcquircd to maintain adcqintc projcct control, including the 
updating and production of project reports. Throughout ow investigation it uvs noted to 
Concentric that many withiti the organization were ovenvhdnied with tlie amount of \ark 
that must be accomplished given the "fast-tracked" status of the project. At h e r ,  this may 
have contributed to tlie inconsistency or inaccuracy of certain project ceports. 

The EPU Project Team should document the names of each ESC presentation attendee and 
maintain this list ol nttendees with die ESC Prcsentations. TlJs \dl increase the overall 
transparency into the EPU Projects and document that the proper level of  oversight is being 
provided to the EPU Projects. 

Delet& 27 1 



CONFIDENTIAL 

CONFIDENTIAL 

FPL 153289 
NCR-10 

4 
2 

t lev& of the organization. 

13. The results of this investigation should be provided to the Corporate Responsibility Officer 
for use in improving employee confidence throughout the organization. Management needs 
to be aware of and understand the current fear of retaliation and mistrust that exists at lower 

t 14. 

9 
t 
t 

1 0  
t l  
I L  

Concentric suggests FPL institute a procedure for conductkg organizational readiness 
assessments prior to commencing complex, large-scale projects. This procedure should 
include a documented review of the Project Plan to ensue that it adequately details how the 
project is expected to evolve over time and ensure proper expectations related to 
performance reporting and measurement are communicated throughout the project teams. 
In addition, these assessments should include a detailed review of executive management’s 
expectations regardmg the development and updating of the project schedule, cost estimate, 
budgets and reports. 

/ 3 15. 
I4  1r 
I V  
17 
\* 
‘ 9  

Concentric and the EPU Project Management Team should conduct an investigation close- 
out meeting at the end of this investigation. This meeting d review Concentric’s hdmgs 
in this investigation, obtain management’s response to those findings and discuss ways in 
which processes or procedures could be improved to prevent sirnilat project challenges. 
Concentric would antiapate that the current Vice President of Power Uprate, the 
Implementation Owner - South, the Project Controls Director, each Site Director and the 
Site Project Controls Supervisor would be invited to attend this meeting. 
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The chtonology Concentric developed has taised several concerns with regard 
to the information flow within the EPU project team and to btoadet audiences within 
FPL. For the purpose of reviewing these issues, we have segmented the chronology 
into the period preceding July 25,2009 and that after it. 

I z 
3 
’f 

Pre-July 25,2009 Information Plow 

Concentric has teviewed documents which indicate that tlie EPU 
management team was made aware of staff concetns about the adequacy of the Shaw 
scoping analysis and associated cost estimate as early as April, 2008. A detailed risk 
mitigation plat1 was developed to addtess this issue, but appears to have not been 
completed. These concerns te-surfaced after the Bechtel contract was awatded in 
Novembet, 2008, and were brought to the attention of the EPU senior management 
in December, 2008 and Februaty, 2009. By Febtuaty, 2009 the EPU Project Controls 
gtoup members had developed a tevised cost estimate, albeit in preliminary fofin, 
that projected a $129 million cost increase fot PSL. The revised estimate is quite 
close to the values ptesented to the ESC in J ~ i l ~ ,  2009. Similar estimates had beeti 
developed for PTN by Match, 2009, but the EPU staff was directed to discontinue 
use of this estimate until management had reviewed it further. Throughout late 2008 
and the fitst six months of 2009, Becfitel submitted several revisiom to its cost 
estimates, all of which were substantially lugher than its indicative bid and higher 
than the estimate developed as part of the Shaw scopillg analysis. 

20 
L/ 

The EPU’s assessment of its own performance during this petiod, as 
ptesented to the ESC on July 25,2009, was that: 

22 

23 

It “undetestimated the risk and costs associated with the fast track project,” 

It “did not assess [the] capacity of [the] organization and costs,” and 

JY 
&r 

“Eatly warning on cost ovettiins and undefined scope depletion were not 
dealt w i t h  in a timely manner.” 

Zb 
211 
iW structure since July 25,2009’. 

Coticentric concuts w i t h  these assessments, and notes that many of these 
issues have been temedied thtough changes in procedures and the organizational 

29 
j0 
3f 

An issue that contributed to the delay in informing the ESC about the likely 
cost increases was the EPU’s tteatmcat of the cost estimate contingency and the 
development and synchtonization of the trend registers and tisk tegisters. 

EPU lessons learned PPL from April 2010. 1 
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PPL has in place two sets of insttuctions that addtess how contingencies ate 
to be developed and applied in the cost estimation process. EPPI-320 is specific to 
these projects and addresses how cost estimates ate to be developed, including the 
development and inclusion of contitlgetlcies, This instruction has been in place 
since Match, 2008, and temains in effect today W E R I a  EPPI-320 states that 
“estimates should include project risks, uncettainties, and contingency. These 
should be documented along with the methods for detetmitiing percentage of tisk 
and the amount of money associated with the contingency.” EDPI-320 states that it 
is supplemental to NPDI-304, which is a Nuclear Projects Instruction which 
ptovides specific guidance on the development of contingencies. NPDI-304 states 
that: 

12 
I )  
l Y  
15- 

4.7.6. As a general tule, conceptual estimates should have a 2530% 
contingency, Level 1 ot preliminary estimates should have 1525% contingency and 
Level 2 or definitive estimates a 5-10% contingeiicy. The exact percentage is 
detetiiiined on a case by case basis. 

The EPU projects’ cost estimates fit the ctitetia fot a conceptual estimate in 
2008, and appear to have achieved ot at  least approached Level 1 status by the end of 
2009. PPL’s practice has been to label the contingency as “Scope Not Defined”, ot 
“Scope Not Estimated.” FPL has defined the contingency as “an amount added to 
an estimate to allow fot additional costs that expetieiice shows will likely be requited. 
This may be derived eithet thtougli statistical analysis of past ptoject costs, or by 
applying experience gained on similar projects.”a The EPU insttiictions also state 
that the contingency should be “based on the level of uncertainty ot complexity of a 
project.” In addition to the contingency, the EPU estimates include an allowance fot 
the expected (ptobabilistically detetmined) value of specific modifications ot 
conditions which have arisen. This value is supposed to be derived froin the risk 
register, which identifies the issue, its cost impact, its probability of occurrence, and 
its expected value. Items ate siipposed to enter the tisk tegister from the ttends 
register, which is an early-warning system for changing conditions at the projects 
which can affect cost or schcdde performance. EPPI-300, another EPU instruction 
telating to changes iii ptoject cost estimates, describes the piitpose of the trend 
progtam as follows: 

33 
.3v 
’r 
3b 
31 
3e 
37 forecasts. 

2.1.. .The trend ptogtam fosters vigilance, awateness and action tlitough 
constant probing, reporting, reviewing, discussing, and analyzing the projects 
petfotmance against the project plan. The trend ptogtam is a dynamic decision- 
making process, which exposes pending decisions and their [elated impact(s) prior 
to the fact. Timeliness in identifying and resolving ttends is a key elenleiit in 
conttolling project cost and must be managed and tecorded to maintain cuttcnt 
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Y practices include: 

Based on our review of documents, and as confirmed in our interviews, from 
May 2008. to today, the EPU’s cost estimation process has not complied with these 
instructions. The most significant descrepancies between the instructions and actual 

Since the Bechtel contract was executed in November, 2008, the project has 
not maintained a level of contingency that is consistent with FPL’s guidelines; the 
contingency has been depleted month-by-month by scope changes, escalation and 
risk adjustments; the contingency has been treated as a balancing variable with the 
value derived simply by takhg the total current cost estimate and subtracting out the 
known scope and risk register elements rather than basing it on the level of 
development or uncertainty associated with the project; currently, the contingency is 
far below the standards applicable for a Level 1 estimate. This practice was 
acknowledged in the July 25, 2009 lessons learned section of the ESC presentations 
by the comments that “...undefined scope depletion not dealt with in a timely 
fashion.. .undefined scope allowance used in establishing base contracts and work 
left little for emergent items or increased scope.. .must include undefined scope 
allowance based on level of risk/progress on project.” The new EPU management 
team is addressing these issues through the retention of High Bridge to perfom a 
third-party review of the cost estimates, and to develop a probabilistically- 
determined contingency, however that work is not yet complete, and the issue of the 
depleted contingency remains unresolved. 

The trends registers and risk registers have not been developed in accordance 
with the projects’ instruction set, and the risk register was not directly synchronized 
with the contingency or the cost estimate until after July, 2009; Concentric has 
reviewed the trends and risk registers for the projects as they existed from January, 
2008 to today, and has found that ............. This issue was acknowledged in the July 
25, 2009 ESC briefing by the comments that <‘Current undefined scope allowance is 
not aligned to the risk matt ix... looked at the project only from a high level risk.)’ 
The current EPU management team has explicitly linked the risk register to the cost 
estimate, however, the link between the risk register and the contingency (scope not 
defined) has apparently not been established, and is apparently awaiting the receipt 
of the High Bridge report. 

33 
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A second issue that adversely affected the timely flow of project cost 
information within FPL relates to the process for developing updated project cost 
estimates, securing the approval of these updates, and communicating these updates 
within the FPL organization. FPL’s EPPI-300 governs the process for these 
activities, and establishes the following procedures and responsibilities: 

Potential changes to the cost baseline or forecast are to be captured through 
the trends program and recorded on the trends register. The EPU Site Project 
Controls SupcMsor is responsible for the accuracy and timeliness of the trends 

38- 
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Finally, due in large part to the confusiqn discussed above, our review of the 
EPU’s standard repotts and Presentations has made us aware of several reports that 
were issued with incorrect, misleading ot out-of-date information. These problems 
persisted into 2010 in the Monthly Operating Reports (MOPRs), monthly cash flow 
reports, and ESC presentations. Even more ttoubling ate reports we have received 
from individuals within FPL that documents they wete responsible fot preparing 
were chaiiged, aftet the originator had issued them, by someone else in the 
organization, often with no explaciation as to why the changes mere made. In other 
instances, individuals were told to make changes by someone else within PPL. 
While these accounts are very difficult to verify, they do not tepresent a single 
account or example, and some corroborating docunientation has been provided to 
us. These actions appear to be latgely attributed to nianagets that ate no longer in  
the EPU organization, but they demonstrate the need for mote definitive document 
conttol and ownership procedures. 

333 
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I. Introduction 

O n  Fcbrumv 19. 2010 Mr. Lewis Hw, L e  Ch * 

Tnc r F P L  kro&’) 
employec within the 
Concentric Energy Advisors, mc I -tonccntnc I \vi(s pmvrucu -nu SICCUUIUC copy of rhis lcttcr by 
PPL’s Legal and Kcgidatory Affairs departments on March 10, 2010’. FoUo~Ving initial dircussions 
behveen Concentric and PPL, Conccntric wms retained by WL’s Legal department on March 15 
2010 to conduct an independent investigntion of the claims m d  matters set forth in t h e w  
Lcttcr’. A copy of Concentric’s engagenicnt letter is included as Eshibit 1. 

I 

__ .- 
_- 

Pursuant to Concentric’s enga r?lnent bv FPL. Concentric is LCD”*%R &K& .hmJL’s 
dcpartmcnt, and specificnlty to4 
data requests a E - s c n t  directly 
Concentric’s findings and reconitnend 

Concmtcic’s investigation of the aUcgatio-- -;--.I in thc -Letter esplicitly escluded iimttcts 
telated to the performance r&cw of 111 I and 1 other Iiu111an resourcc rclatccl matters, 
including the perforinance of specific individulir within WL. Concentric understands that these 
matters arc being and will continue to be handled intcrnally by FPL’s IIunian Resources department. 

. r ~ y ,  .. ~ -Feleted: wu-yuw h r ; a t S l -  7 --or ps-a~ap?_ce,- 
1s in this matter are being’proridcd c l k x t l y  to m- 

- - - - - - - _ .  _ ”  - . _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ I _ _  

Wic refiiaindet of our report is organired in to eight sections. Scction I1 presents P summaiy of 
nunaty Concentric’s \\n 

response to tlic 
Scction 111 presents a chronology of key cvcnts tclatcd to tlle-tttr occurring between 
January 2008 and hkrcli 2010. Section V reviews Concentric’s findings related to FpL’s decision to 
procccd with the Estended Power Upratc Projccts at the Company’s Saint Luue (“PSL”) and 
Turkey Point (“PIN”) Nuckar Power plants CSPU Projects”). As discussed further in this section, 
Concentric has fociued its attention in tlis matter on thc nudcac units in Floridz due to the state 

which \vas used to perform this matter. Section I11 ind 
Letter including reference to an intcrhcatcd copy of thQ 

E 
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regulatory structure. Section V I  reviews the implications of the =Letter a d  Concentric’s 
investigation on the Nuclear Cost Recovery Clause (WCRC’’) dockets In 2003 & ZOld. A review 
of Concentric’s Gndings related to the flow of inforimtion from W L  to the Florida Public Scn4cc 
Conunission C‘PL PSC’) and its staff (“f% PSC Staft”) can bc found in Section I’II. Similarly, a 
review of the flow infomiation within FTJ; can be found in Section VIII. Fin&ys n review of 
Concentric’s findings and specific recommendations can be found in Section IS. 

11. Concentric Work Plan 

A. &urccs of informatioq 

Concentric’s investigation into this matter relied upon two p!l~yap -to! -kifo-??$qn.- - !@st 
Concentric sutinitted a number of requests for documentauon to FPL, in order to deepen our 
knowvlcdgc of the n lkpth i r  set forth in tho- Lettcr and to independently confinn detnils 
provided to us in the interviews described helm. A log of Concentric’s document request a n  be 

Concentric also requested and conductcd 13 scpamte n ~ t e i v i e ~ .  Right of Concentric’s intenkws 
were conducted in person at the offices of bTL or at rn off-site location depending on the location 
of the intcnkvee. ru1 of 
Concentric’s intcn.icw occurred between the week- of blnrcli 15” and April 1 1 .  Conccnnic 
selected specific individuals to be interviewed based upon the allegations contained &thF-- . .. . 
Jxtter, our prior intenh~s ,  and 6-g ~f $e- EPU- Project! O:p&a+. _. . . 
Concentric considers the n a m  of thc individuals we inten4ewed to be confidential. 

Prior to beginning each interview, Concenttic rcvicwd the PPL Code of Business Conduct and 
Ethics (the “Code”) with mch inten4ewec. This rcvicw included n specific discussion of each 
employee’s “tesponsibiity to teport any a c b d  or suspected \<dation of a law or regulation, any 
actunl 01 sispectcd fraud, and nny other violation or suspected violation of this Code.“‘ Similarly, 
Concentric reiterated the Coiiipnny’s non-retaliation coinii4tment outlined in the Code’. At thc 

____ ._ 

- [ Odetad: cririnl 1 

@ 
found in Exlubit ,$ . . . _ _ _  

lhe remaking Gvc intcn4ews were conducted via telephone. 

- .  
Ly conclusion of each interview, the intcrviewces wcrc given nn o p p o r d y  to review any additional 
Zr concerns dicy may haw had. 

26 The infomration Concentric rcIicd upon in this investigation \vas supplenxnted by Concentzk’s 
23 existing knowledge of the EPU Projects organization. ‘il& hiowledge \vas gained chrough tlltee 
& ycnrs of icviaving the project management processes of the EPU Projects for FPJ, as part of the 
2!  Coiiipany’s annual Nuclear Cost Recovery Clause hlings. 

B- Icrdencfldencc 
30 Throughout Conccutric’s inwstigation into the allegations contained widin the -Letter, 
31 Concentric nminilncained independence from WL’s Legal and Regulator). Affaks departineiits. Out 
JL appxonch to investigating thc-Jettcr and the akgations contained therein is our own, and not 
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the rcsult of specific directions from FPL, its eniplopees or contracton. To this end, FPL did nor 
~ I X C  any constraints on Concentric’s access wp!_nt *@- .+me! _ey+yecr. hsdy, C+cen%@- - ~ - [meted: m infmwiin or 
was not constrained by budget or schc&k expectations on the part of ITL 

Concentric’s findings in this matter arc bascd upon our review of original sources. Concentric did 
not rely solely upon statenwts by PPL unployees or contsacbrs. Instead, Concentric rcvicwcd and 
verified assertions made in the -Letter and Conccntric’s htcrvicw with contcrnpomneous 

put of this investigation arc prescnted in &.hibit $_ - - - . -. - .. - ,_ - - - . - - - - - - - - - - 

-I 

documents produced by the EPU Project teanh whenever possible. The documents relied upon as ( Debtad: 3 

- -, I‘ 
1 

c. 
Concentric's rcsiewv of the allegations raised in the-Letter and our interviews, identified five - 
key questions wvlucli needcd to bc answvcrcd by our rcvicwv. Thcse key questions are jc?$c&d-to- ~ - . (Deleted: I f i r r c i ~  

determine whether any imnprudent costs wvere passed onto FPL’s customcrs or if PPL intentionally 
wvithheld information kom thc FL PSC. 

Foremost rmongst Conccntric’s lrcy qucstions is whether FPJJ has made the correct decision to 
procccd with thc EPU Projects in light of the best information available at the time deckion was 
made. Secondly, Concentric noted a need to dctmnine if aty costs wvem incurred that should not bc 
passcd on to FPL’s custoniers on the grounds of imprudent decision-niakiiig. Third, we esamined 
whether the information provided to the FL PSC and the intcmners in each of the NCRC dockcts 
w a s  accurate, consistent, timcly and rcliablc. If not, Concentric sought to determine what allowed 
this to occur and why. Similarly, Concentric sought to determine if the information flowing Gom 
the EPU Ptojms to WLs executive management \MS rccumtc, tinicly, consistent and reliable, and 
if not, what aBowved this to occur and why. Finally, Concentric sought to determine wvhicli pokes, 
processes, and procedures need to be addressed as a mutt of these hdbgs. 

1 

324 111. Summary Level Response to= Letter 

2) Exhibit 4 ptescnts a copy of t1i %Letter. ‘1’0 the original letter, Concent& has added its 
rununary-lmel observations that r m  e om OW investigation of the dcgations containcd thcrein. 

tT Jn addition, each observation contains a citation to this =port in order to provide a “road~iap” to a 
29 reviewer of the- Letter m d  Concentric’s report. 

L4 
& be accurate. 
&g 

3( 

AS can be seen in Eshihit 5, n n%bF-+-$f ?ijegtiiqs-t+iscJ +:-mgtE ~ W C  shown to 

statements related to the tinkg of the iiutial scoping studics by Shaw nnd thc rcpcatcd L . - . ~ ~ . ~  .n 
thc owrall projcct scope. Howvever, Concentric believes the shifting scope of the EPU Projects to 
have &en the predictable result of the evolvhg design w h i c h  is inherent in my- conipkx project. 

Specifically, Concentric h s  noted docunienmtion whicli confirms m-g 

32 Along these aanie fines, Concentric has rcvicwcd certain rcpartr r c k d  upon by 

cost performance relative to the original 2007 cost estimates. These reports, the November PTn’ 
3’) support his asscrtion that as of November 2009, the EPU Projects were continuing 

>r ’lbtal Project Cash Flont Report’ and the PSL Annual Project Cash Flow Report’, c o n f m c d m  

1 

8 Tad Projcct (ish flow, PTN Rl’U P+c 2009. Nrivmbcr 2009. 
9 Annu31 Cadi Flow, PSL EPU Project, October 2009. 
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I asscrtion. Concentric did note, however, that thc Novcniler Exccu~vc StecriOg L ~ o m m t t e e  (“ESC‘’) presentation provided the updated cost forecast”. 

. -  r r  
3 Also noteworthy are Concentric’s tindings related to thc evolution of cost estimates OK foreastr for 
y r which indicates d i e l  

the p m  & pSL FJXl I)-;-+. A c  -\own on Bn 1 mf FloKhit C C n “ r ~ t &  has found evidence 
C R  dCKtCd t0 f l lC POtCfltid 
.. - - - - - - - - - - - - - - - - 

and Q 
6 far cost ova-ms at 1)sz ns e d y  as April 2008.” h similar opportunity was noted in December, 
9 2008 when there ind-lr were presented with a prckminaiy revised forecast for PSL. e fotlowed the award of m engineering, procurement and constmction (93PC’’) contract for t l ~ c  BPU 
9 Projects to B e c h t c l ~ ) .  At this time, the PSL Project Team \vas told to 
10 continue tefining thck forccast until Pcbnmty 2009 when it w a s  rcvicwcd again by the EPU senior 
If management. As noted r ,  the pccEnary forccasr -in -FcbEq 2-e- Jyas-$-t&- 
L approsimatcly $11 million, or $h’: oi &-6&ast ultiniately provided to FPL’s nianagcmcnt in July 

(Y Overall, Concentric has foundg-*A hi* -%gations to h- rr*diYe. The basis ol tIUs 
{ r tinding includes Concentric's in tcnkv wit chose to send this 
[Q lettct on 4 non-anonymous basis, and die su h g  documentation produced or cited by m 
f? - -hforeover, Concentric bclievcs 7 l i s  a capnble project controls uaploycc wvitli B 
lk strong background within his function. cmplynent histor). inchtdcs tlic previous 
19 positions noted in t h 0 i l l ) l e t t e r “  m u  many years of pnor project controls employment as a 
20 contractor at WL’s PTN Jtc, as wcn ss other nuckar facilities in the US. It is important to note 

1 that FPL had enough confidence in= to give h h i  responsibility for multiple major projccts 
Lz and a staff of apprositnatelp ID0 pqdc  . wndc it mag be fair to say that 7- not ahvays 
&$ awxc of cvcty arpcct of the EPU Projects, it would not bc hit to characterhe & as under- 
I v  or poorly qualified for his position. 

I>  2009~~. 

, the fact thnt 

a 

e 

IV. Chronology of Events 

ar A chronology of the EPU Projccts is presented in Exhibit 6. A sumnlar). of dic chronology, 
2G inchdi~ig die major cvcnts rclevant to Concentric’s rcvicw arc llighlightcd bclow. T h i s  chronology 
21 was uscd to more fully understand the ongoing dynamics of the EPU ~ j c c t s  and the precise t inkg  
2V of certain EPU Project activities. This chronology should not be dewed as a conlprehcnsive histor). 
29 of the EPU Projects. 

’)o Thc EPU Projccts began in 2007. at which t ime FPL undertook an initial scoping shidg to deternhc 
>I a rough order of magnitude (TKIAP’) cost estimate based upon a preliminary asscssmcnt of the 

(;lkm. !I..- 
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I 
2 
3 
? 
r Projects on September 17,2007.‘’ 

components which \auld require rcplacenient to operate PSL nnd PTN at the uprated conditions”. 
Concentric understands, RS originally proposed, the ElW Projects wcrc expected to commence 
operations post-2012, but wvcrc advanced following the FL PSC‘s rejection oE the Gkidcs Powcr 
Park D c t e r b t i o n  of Need in 2007”. bl% filed for a Dctcrnkmfion of Need for the EPU 

k 
1 
f- 
9 
10 

In the winter of 2007 and 2008, FPL retained Shaw to r e v k ~  WL’s initid scophg study and to 
confirm or rcject the results of this a d ) & .  Concentric understands from our intenbvs that these 
studies generally did confirm the E;pL scoping analysis, but some discrcpancics rchtcd to the 
replacement or refurbishment of certain componcnts existed for Turkey Point. The idlid cost 
estimate included a contingency allocation of approuiniately 4S%rJ. 

Soon after the complction of the Shaw acoping studies in A p d  2008, thc PSL EPU project team 
It identitied the potential to exceed the Ori(linsl FFL eC Sh:w scoping cstinmtes. At this hie,  PSL 
1 )  initiated Condition Repost 2008-11443 (the “CR’’) which stated the ”SPU Projcct DcnsiKfity Study 
fy may not hrve captured the full spectrum of iiiodificauons necessary,” for the upmdl. In responsc 
(r to this CR, tlx EPU Pmject Team developed a ‘‘~Iigh Risk Mitigation Plan’’ which w s  att;~cl~cd to 
/b thc CKs. The High Risk hlitigation Plan included catrecuvc actions which \vete required to be 

Cct tern inctudim~ preparation and submission of a revised cost estimate 
I 

I. . 
among le HBh q l c  Mitbstion Plan was executed by 
and the t not the Ccmcentdc 

..._ -.E completed. lieli Risk A.L ___. c I&- to t i c  
IQ t h e a  

-- r -  ~- -, 0 _-- .- 
21 

2 t 

23 
t Y  

Concentric also requested a copy of the m k c d  cost estinlatc des;ribed h the I-hgh Risk hfi&a&on 
Plan, but w a s  told that this dociunent could not he located, nor could its existence be conEirmed.a 

On November 7, 2008 thc EPU Projects’ EPC vendor subnutted n revised forccast for PTN of 
$262AfhI for thc PTN EPUx. This conipaes ma scophg ~ a l y ~ k  nssumpdon o f  $225Anfs. 

In Dcccmber 2008, the PSL Project Controls tMnl again identiGed the potential to exceed the 
Z(r original forecast following the csecution of thc W C  agreement with Rechtcl. A pretimirsl7; revised 
29 forecast for PSL was prepared and provided EO the EPU Project Managcmcnt at that time. The 
ZL EPU Project hlanagcment, however, requested that thc PSL Project Controls group h & e r  reGne 
27 and develop the teviscd forecast. 

30 CR-2008-37753 noted in Dccembcr 2008 that the EPU project is B major change for PSL and 
9 should havc a change nianagcnunt plan in phcc. In addition, CR-2008-37753 goes on to state that 

3L CR-2008-11443 \vas closed with scvcral €uture actions contained vdtlGn a dsk idtigation Nan nnd 

I* Florida l’ubtic Scn-icc Coninrisliun, Or&r Nn. I’SC-O84OZl-FOF-EC, Jmuy 7,2009. 
(9 I;lnrid3 l’ouw & Light Conlpny’s Pctition to netermine N e d  for Expmnmn of Electrical Powr Plans and for 

Exemptinn fmniltule 25-22.082, F.A.C., Docket No. 070602-1?1. September 17,2007. 
3 Ibd. 
a1 CIL 20081 1443, “Dchilcd Dcutiption,” April 3,2008, p. 1. 

Ibd..p. 8. 
*’ l’hc June 8,2008 Risk Register includco an item which is similar to the High Risk hlitigdon PLn, but Ihc dcamcnts 

required to close out this Iligh Risk hlitigntion l’h could not be hMed- 
3‘ Extended I’oaer Upnccr, Pmjcct Updnte, ’Turkey I’nhr, July 25.2009, pp. 23-26. 
1’ Ibi i .  

P W  8 o f a  - . - . - - - . . . - - . . - - - - - - 
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trackcd separately within the EPU Risk Mitigation Prograni. CR-2008-37753 concludes that there 
\vas a “missed opporhinitf to Screen CR-2008-11443 as a change management plan.% 

A second mectitig to review the revised PSL forecast occurred in February 2009. This meeting was 
attended by thr mDTT D-..~--* XL------& ‘%am nnd reportedly included 

this time the EPU Senior bhnapnent  was presented with a forecast of nppmximatcly $785 AIAI for 
PSL, an increase of appoxkimtcly $13  niinion o y e ~  -<ic thee - 

$+ approxhtcly $11 million or 2?4 below i n t  was b w t e  presented to the 13sc irt ul * 2WS.-ft- 
4 was reported to Concentric that the u / d  t h w  res pondcd 

fa with a nrunkr of questions retated to the basis for the r+sed forecast an requested additional 
‘1 refinetixnt-. 

& 

3 
y 

appoin ted thca I as of January 2o(M, and the 

-b~_Clllc?~. This ws - - {bcklcd: 3 3 

I 
I $  

A similar exercise \vas undcrtakcn for PTN in March 2009 and P M  lxgan to report its perfmt1ce  
relative to illis rcviscd forecast. IIowevcc, the P’lN l’xoject Team \vas Ecquested by the- 

to revise tlie initial reports, to measure cost performance relative to the 
use the revised estimate still had to In: “validated,” and because and 
to hegin to ei.aluatc [PTN’s estimated cost to complete for [sic] die 

VI\S not satisficd with these + I? 
I 

PTN EPU Project.“.“ Conccntric \vas told that the 
instnictions, but chose to coniply with tlrc instructions froni us superiors nonetheless. 

(9  In April 2009, the EPU Project Alanagement bcgnn R detailed cost review of the unregulated Point 
& Beach EPU Project. This review included the sequestration of the EPU Project A.ianrgcmciit Tc.rm 

orted that a similar undertaking w a s  beguti for tlie 
t P Beach for a pcriod of two to time weeks in Apd. Upon thcir return, the- 

reskned from hi positio 
PSL and PTN BDU Projects. Thc fl\vas replnced on May I, 2009. 

2f a 
I testimony in Docket 09O009-EI 

W before the FL PSC”. In tlu tcsttnlony, the 
W On hlay 1,2003 t h c  

2(r 
2*l ‘?hrc arc no changes at this t ihe to the total mn-binding cost estinrate provided in hIay 

stated ‘The EPU pxojects me 
y, this pre-filed direct testimony stxted progressing on schedule and within budget.” Ac 

_. -r L e--.> -s . - _ _  m-3 A:---& ---.L---:-- -I 

and Mr. John . Reed, C h u m  ‘ n and CEO of Concentric.” 

3f At the end of May 2009, the EPU Project Management Team reported to the ESC that the Bcchtel 
>2 EPC estimates had increased to a lcvcl in excess of Bechtel’s hdicativc bid33. This increase was 
3> reported to be the result of higher than cxpccted projections of field non-nlaiiual and manual labor 
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hours”. Sindarly, the current EPU estimates were reported to include redundant projcct 
management and oversight costs which the EPU Project AIanagenient Term believed could to bc 
eliminatcd to reduce the EPC vendor’s forecasts. Fmdy, it was reported that the EPU scope had 
grown to be larger than thc indicative bid presented in November 2008. ’I‘he EPU Project 
Nan;\gcment Team noted that the ct t rmt  estim?tcs were bared on ptcliminaq design information, 
and that the project wms in the process of rcfining ncw “level 1” estimatesN. A target completion 
datc of June 30,2009 for the new “level 1” estimates was prescntcd to thc ESC at this meeting'? 

Following the May 2009 ESC presenhtion, the EPU Proicct T a m  undertook an EPU hloditkition 
Scopc Kcvicw for both TTN and PSL3? The results of these rcviewS wcrc rcported on June 16,. ~ e - [Daleted:~-cn*d 
2009 and reconlmended the chilinorion of a substantial number of modifications as not necessq to 
operate in an uprtltcd condition.‘” 

Thc subseqiwnt ESC meeting w a s  held on June 23, 200p. In tlus presentition, tltc EPU senior 
management team noted that the E1W Projects wvcrc completing “level 2” estimates and reiterated 
thc concans rclatcd to the EPC estimates since Bechtel’s indicative Lid in Novenikr 2008“. This 
presentation was relatively short and prccipitatcd the more dctailed cost review in July 2W. 

During the intervening period behveen the Junc and July 2009 ESC presenbtions, the EPU Project 
Team expended considerablc effort to producc a detailed, “line-by-Xne” cost review for both thc 
PSI, and T’TN projcct. Concurrently, a dccision to rcplace the EPU senior man;i-geincnt ream \vas 

I 

new cmaionecs for die EPU mo*k.ct te 

m m  tvttnfn ri’L bet\ en m e  cnn orjune 

- 

land t h j  

-. . - - - - - _  - -  -, 
, [m 

JI$ 2% 20%’: - - - -. - - - - - - - - - - - - - - - - - - - - - . 

w Zr rcviscd upwud by npproximatelr $161 million from $749 &on to $910 ndli~n~~. Shdatly, the 
29 PSL forecast was xeviscd uprmrd by rpprosimrtely $140 njllion from $656 million to $796 million4’. 
7 9  The slides wvhich presented this information to the ESC noted that thc “current budget‘’ wvus being 
Lt increased to thc “currcnt forecast”u. Simultaneously, the E X  w a s  advised thst the current 2003 
zq NCRC fewsibiliqt andpis included thc original cost forecast, and revised feasibility scenarios were 
30 presented based upon the current forcmst as orJuly 25, 20W’3. Thcse revised fcnsbfitp scenarios 
3 1 did confuiii the continued cost effectiveness ofthe EPU Projccts. 

H Ibid., p. 14. 
33 Ibid. 

lbid., p. 15. 
37 Ibid.,p. IS. 
3i I’IX HPU Scope Review ddtedjunc 2009, PSL EJPU hlodifimtion Scope Rmicwdarcd)une 16, ZIIRV. 
’1 PTN EPU Scopc Rc&u* datcd June 2009, PSI. IIlW &dihtiran Scape Rcvicw datal June I G, 2009. 
n Rstmdcd Power Uprater, Iluccuti~~ Srecdng Committee Akctiiig, Saint h i e  L Turkey Pcsint, June 242w9. 

42 Extcndcd Ponvr Upntcr, Pruiect Update, Turkey E’oint,July 25,200!), p 5. 
4’ fktcndcd I’owcr Upntw. I’nJiect Update, SIIC Lucie, July 25.200s. p. 8 
lbd.. p. I I urrliklcndcd I’owcr Upmtcs,Projcct Updntc.Tuckq Point. July 25.2009, p. S 

t3 1bid.p. 50. Deleted: ?8 

“ xi., 1’. 12. 

-_ 1 
rage 10 of 2.& . . - - - . - - - - - - - - - - 
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No FSC meeting \vas held in August. Nonetheless, both EPU projccts did produce a sash lknv - . 
report. In the case of lW4, the Total Project Cash Flow report \vas not updated to reflect the 
rcviscd forecast that had been presented to esecutive tnanagenient on Jdy 25, 2009&. En cOnhst, 
the PSL Amud Pzoiect Cash Flow repart was rcvicwvcd, the budget performance indicator was 
changed to Red, and the total project cost sunuiiaq presented on this report continued to bc shown 
as "under r~.view\?~*~'. 

( I ) a k t d r  4 3 

NCRC henrings in Tallahassee began. During these hearings the 
ook tlie rhnd -and indicated that should he be asked the smic qiicstions 

v n  his prc-tiled, direct testimony his answers would remain the same". 

The following day, September 9, 2009, the FSC \\*as presented with a newly zevised foremst that 
further increased the cost the EPU Projects by appo"i"'atc1y $104 hfhl for both sites*]. This 
presentation stated that apptohiately 30% of the total project costs have *high cerhintfa. 

At thc October 22,2003 ESC meeting, tlie ESC w a s  advised that the current forecast for the project 
\vas unchanged, but the contingency had decreased by approsimatcly $12 million5'. In addition, the 
AFUDC csttnatc was decreased by approximately $150 nillion to $200 million'*. A footnote in the 
prcscntation indicates the AFUDC was reduced to rctlect PPL's pro-rata share of PSL Uilit 2'. 
Concentric notes that the remaining \diics shown in this presentation arc depicted as thc full cost of 
the EPU Projects regardless of owwenhip. 

Also in October, PSI. produced hvo Annual Project Cash Plow Reports with Siffercnt budget 
aerformance indicators and different total Drokct cost slunmaries. The fmst of these reports k 
bated October 1,2009%. Tlds rcport includldeJ nked performance indicator and the total project cost 
suninlac). is listed 3s ' b d e r  review". The second report is datcd October 2009. The budget 
pcrfomnnce indicator in this report is listed as yellow and the totat project cost summar). is changed 

Ly to $651 mllliona. No one with whoin Concentric spoke could explain the difference or the reason 
2f for the hvo reports. 

tib Concentric has developed the following conclusions wvluch are relevant to tlie h e  key quesMons 
t 3  not& in Section II: 

cv The original PPL and Shawv scophg studics provided the basis for FPI.'s decision to proceed 
with the EPU Projects in 2007. 
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The EPU senior project manRgeitlent was alerted to the potenual €or costs to exceed RS early as 

The EPU senior project managctnent reviewed a prdlninary, revised cost estimate €or PSL as 
early as December 2008 and a w e  refined versiin of this analysis in P c b a r y  2008. 
The EPU senior management prepared the July 25,2003 ESC presentations with the intent of 
providing a detailed, liae-by-line review of the changes to the cost estknatc. 
As of July 25, 2009, FPL believed the EPU Projeck continued to be economic based on the 
revised cost estimates and projected incremental output. 
Tha-mvas aware of and assisted in the ptcsentation of a revised cost  c s h n t e  
to FP- - iapers as of .Septcmbcr 8,2010, the date on wvlJch he presentcd his direct 
tcstiinony in a hearing before the Florida Pubtic Service Conunission. 

April 2008 t b u g h  CR-2008-11443- 

0 

1 

V. 

In detenlJaing whether EPU Project costs wvere prudently incutred the FL 1’SCLfoFCerEJ >$th- ~ ; 
two items. F i t ,  is whethcr the decision to proceed with the project WAS prudent based on the 
expected economic and other benefik to PPL’s customers? That question k desuibed below. 
Second, the PL PSC wviU be concerned with whctlicr the EPU project’s costs were prudently 
incurred. That i s  to sny, arc the costs for wvl&h J?PL sought and is seeking recowry in dockets 
090009-I31 and 1000a9-EI’ the rcsdt of prudent decisions by FPL’s managcnmt? This quesUon b 

FPL’s Decision to Proceed with the EPUs 

n 

, [Dskbd: b r ~ n  
addrcJscd in Section 1’4- - - - - - - - - - - I - ~ . . - - - - - - - - - - - ~ - - . - - .  - - . - . - - - - - -,*’ 

I 

Tlte initial decision to proceed with the EPU Projects was made in 2008 on the basis of FPL’s and 
Sliawv‘s pre&nhary scoping analysis which predicted, at a high level, which plant components would 
require replaceinent or modiGcation to support the incrcascd output of the plants?’ As was 
necessarily the casc, this work \vas completed absent any detailed design work ’flie information 
presentcd in this study w a s  used as one component of a feasibility analysis which compared the 
operating coat of FPL’s portfolio of generating resources with and without the EPU Projects5’. Thk 
analysis r e k d  upon the projected lcvel of incremental output, the commercial opcrntions dates of 
tbc EPU Projects and the duration of the outages, in addition, to the estimated cost to complete the 
EPU Projects. To the extent the resauce portfolio that included the EPU Projects was projected to 
he cheaper to operate than the generating portfolio absent the EPU Projects, it was dcemed the 
EPU Ptojccts were in the best interest of FPL and its cttstomers. Thus the question becomes would 
“perfect” reporting of the revised cost estimates have materially affected the feasibility analysis and 
influenced ITL’s executive management’s decision to proceed w i t h  the EPU Projects in 2008 or 

. again in 20097 

Jt is Concentric’s conclusion that, at-best, a\vakcncss of u revised forecast could have been improved 
by five months. Concentric believcs the Gvc month time frattie is appropriate given the FebNaty 

’ 2009 meeting behvccn the EPU senior management and the PSL project team. As noted above, this 
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I meeting followed an initial review of the PSL cost csrimnte in December 2008 and presented a 
L revised cost estimate that w s  within $11 ndllion or approximately 2 percent of the PSI- cost 
3 cstinlatc that was provided to FPL’s executive management on Jidy 25 ,ZW’ .  

It would not be appropriate to assume FPL’s executive mnmagenicnt should havc Lccomc awacc of 
the revised cost estimate in December 2008. The estimate that was prepared at this &ne was 

6 rcportccl to be preliminary in nahuc and w a n t e d  additional review by the EPU project team to 
7 further align it to tlic EPU senior management’s objectives for the EPU Projects. Nonetheless, the 
p BPU senior nmnagemcnt could have taken this opportunity to noti+ FPL’s cxccutivc management 

of the potcnthl to rcvise the forecast in 2009. %Na$ all of the intetviewces agreed with this 
(0 conclusion. 

/ f  Following a conclusion as to how much awarcncss of flu: rcviscd cost estimate could havc 
/L iniproved, Conccntric cvaluated whether this would have pffected FPL’s decision tc proceed \$@ 
/) the EPU Projects. Tn this regard, it is important to note that contemporancour with the rcvision to 
ly thc cost estimate, FPL also learned that a higher level of incremental output may be produced by the Ir EPU Projects. This additional output \vas the result of more dctailccl mgiiecring which had been 
/@ complcted since the original scoping s t d i e s  in 2007u! 

13 As noted ahove, WL’s decision to proceed dth  the EPU Projects \vas based on an economic 
1 feasibility analpis wliich relied u p  the expected incremental output of thc facilities as \vdl as tbc 
lq expect& cost, niiiong othcr items. Duc to thc increase in the projected output of  the EPU Projects, 
20 the economic feasibility analysis was not substantially affected by tlie revised cost estiixmte. Indeed 
Z l  the July 25, 2003 H C  presenrntion for PSL indicates the EPU Projects continucd to bc economic, 
zt although appro“imate1p 14-59o/a less so, at the higher cost estimate presented during that meeting!‘ 
2) Thus, advanced awareness of the increased cost estinmte would not havc rltercd FPL’s decision to 
Zq proceed with the EPU Projects. 

- - -[Delat.d: f 

VI. The Pnss-Through of EPU Costs in the NCRC 

zr Concentric’s revicw of the l L f t t e r  has illustrated the distinction bchvecn tlie cost esrknidon 
2f@ proccu and the incurrence of specific costs. The former is the projection of futurc costs \vithout 
23 tlie actual expenditure of company or customer dollars. The latcr is niorc critical to the FL PSC’s 

review and involvcd thc actual expenditure of company and customer dollars or the conlmitment to r? do so at a later date. 

30 The-Letter indicates - concerns arc spccific to the cost estimation process within 
$1 the W U  Projects and morc spcciGcdly the reporting of revised cost estimates to FpL’s executive 
32 managcnicnt and the FLPSC. The-ktter does nor identify any costs which MC the result of 
$9 an itnprudent action b FPL. Concur& confirmcd this undcrstandiag of t h i k t t e r  during 
3~ our inten<ew \vifix& 

3’ ‘ Summary Cnsh Flow FPU T u d  090217 Revk*ul-%k, “PSL EPU IJrojcct Toul,” Februq 17.2001). 
Estcndcd Powcr Upmtcs, l’mject U p h e ,  ‘l’wkey Point, July 25,2009 um/E.xtendcd Po\vcr Upratra, Project UpLtc, 
Siint l.ucie, July 25,ZWI. 

6‘ Extcndcd Powcr Upratrs, Project Update, Saint Lucie. July 25.2M19, Pg. SO. Deleted: 111 3 
Page 13 of . - - - - - - - - - - - 
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f Similarly, Concentric has not foundjn&a-+ _o_fcpry e! .l.re-th._~~~t-of-~psr_itnpfUdeR' decisioos- 
or actions on the pact of FPL's mmagernent. "Ilk conclusion \vas reinforced by evety intecvkwee 

costs tlvrt should not be 
Rcknowvkked during our - - ( D d a t d t  

interview that "the costs w i t 1  be d v i t  they elated to what information 
woidd bc presented to the FL PSC. As a result, Concenttic believes there arc no costs \vhi~li SlKwld 
be subject to disallowance by *e FLPSC on the bsis of imprudent decigon-making. 

Cor~ce&c has, howcvcr, found evidence that suggests concerns wi th  the reportbg of revisions of 
the cost cstinute. These documents and the concerns ate described within Sections VII and VI11 

. .[ DeIetab .n). 1 

1 
3 with whom Concentric spoke. When asked wvhcthcr they 

- - - - - - - - - - - - - - - - 

b 
7 

9 
(0 hlow. 

VII. The Flow of Information to the FPSC and Other NCRC Parties 

A. scope of Inaziiq 

I I Tlic chronology of events presented in Section I\' of this rcport led Concentric to focus on the 2009 
42 NCRC procec&gs"-,hi O K ~ C K  to  assess- > ~ h & e ~  
13 proceedings relating to the EPU cost eshmtes, sclxdulc, and cost-effcctivencss was consistent \\.ith 
I y the standards expected for testimony bcfore, and submissions made, to a regulatoq agency. 

If Viere wvcrc threc separitc sets of activities in tlie 2009 NCRC proceedings in WVIUC~ infomiation 
)+ about the status of tlicEPU \vas presented. These sets of activifies arc the 1) prc-fdhg of t c s h n y ,  
17 both direct and rebuttal, 2) production of documents and answveting of inturogatofies in the 
& discovery pzoccsses, and 3) testtnon)' at thc hearings. In the 2009 NCRC procee&gs, pre-filed 
(9  testimony on these matters was submitted on May 1,2003 (direct) and August 10, 2009 (cehuttal); 

documents were provided and interrogatories were responded to from January, 2003 through the 
21 hearing; the hearings on these issues were held on September 8,20096.' Since an importnnt element 
a of this investigation has been B o u t  the timeliness of internal and external information flow, we have 
&> chosen to examine FPL's actions in the three separate timefranies discussed above. 

-ip+-T?$% psFnted-by -EL- $1 . . - .[Dektcd: 1 

B. &-fdeedTestimnn)r 

zy FPL presented four witnesses in the 2009 NCRC proceedings on issues rclathg to the BPU 

I I 

I ! 
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tr The TOR schedules include Schedule TOR-7 (Tue-Up to Original), which \vas sponsored 
Zc1 
24 

zy A s  of May 1,2009 (the date the prefiled testimony quoted above \vas tiled), the following cvcnts had 
27 transpired * 
3) 

hich continued to rely on the cost estimate suhnittcd in Docket 
t of the caveat that the Company continuccl to cx11uatc the costs of the 

A Condition Report (CR-2008-11443) dated 4/3/08 raised concerns about the 
validity and reliabiitpf the EPU cost eshmtc that was used in Docket 070602-E17s 

3L and tlin- ____ &hued to use in Nay, 200976 

lhcket  NO. 090009-EI, May 1,2009. 
Wrn9-E1, hhy 1.2009. 
No. 090009-lC1, May I, 2003. 

, Dockt hb. fl%XlK’-El, I ,  2009, p. 2. 

3 3  a nircct Tcstiinony o 
SY 6’ Direct-rcstimony o >r a Direct Testiinnny a 

71 Dircckl‘cstiinony o 

73 lbid., p. 24. 

7j l;lorida l ’ o ~ e c  L 1.1ght Conlpny’s l’euhn v, Detenilinc Nccd for Expansion of Elcctrhl Powx Plans and for 

lbid.,pp.2-3. 

2; 74 Direct Tcstilnony 0-, Ihckct No. 090009-EI, Exhibit 1. hI3y 1,2009, p. 104. 
yo 

1 @fI+&:2i- __ --  -1 Escniphn from Rulc 25-22.082, V.A.C., Docket No. 070Cii2-El, September 17,2007. 

a Page 15 of2& -. _ _ - -  
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2 
3 
lt 
b 
4 ‘ On February 17,2009,4 ’5F 
9 
1 1  

0 IL a 
t‘f 
tr 
19 

On November 7,2008, Bechtel infomud FPL that its cstimatc of costs for the p?nr 
Opus had increased by $37 million; this higher value is used in the Bechtel contmct 
In carly December, 2008 the EPU’s Project Controls Group identified that the hlay, 
2008 cost cstimatc was likely to bc too low given the Bechtel contract and cost 
h Condition Report dated 12/10/08 concludes that the resolution of the 4/3/08 
Condition Report \w a %&sed opportudty”” 

Iwvas presented with an analysis prepared by 
Project Controls and the r& SUC tmt thck current cost estimate for PSL is $129 
million above thc ~ a y ,  2008 cstimtc’~ 
By March 26, 2009 the T’TN site team had also concluded that thc cost csthnatc 
should bc raised abo;pc the May, 2008 estimate; R decision is made to not use the 

Dprticipated in developing a presentation in latcApd/carly May 2009 
hfornxng rnc ESC that while Bcchtel had estimated Iiighcr costs, his cost csthnatcs 
for PSI, and PTN wcrc rmchangcd froin thc May, 2008 estluates; the Projects’ cost 
S~MUS is shown as “green.”” 

0 

her cost estimateFJ 

* 

(I  
I V  2003. while rhcrc 5 

I ? would be needed. 
20 contrarya what I 

As shown by this chronology, die EPU’s cost estimates were clearly in a state of rapid flux by hhy 1, 
. ; evidence to indicate dirt an up\vlrd revision to the cost estimate 

,had not reported to the ESC that an increlsc was necdcd. On thc 
E p a c t e d  to the ESC \vas consistent with what his Direct Testimony 

While it IS tnnerently a matter of judgment, Concentiic docs not bclicvc that- 
[ May 1,2009 Direct Tcstimony \vas outside the bounds of ~cccptablc conduct n5 of the 

re 

23 date it w a s  filed. 

C. Jnterromtory Rcspon scs and Production of D o  cumcfita 

z y  Concentric requested, received and ieviewed all of thc productions of docunlenk and hterrogatoq 
Zr responses subinitted by FW. in Docket 090003-EI and pertdnhg to the EPU budget, schedule ox 
29 cost cffectivcncss. Our rcvicw k d  us to tollow up on one inturogatay response, suhtnitted in 
2 7  response to Staff’s Fifth Set, No. 53, for further analysis’’. This htcrrog.ltory response, which is 
t f r  attached as Exhibit 7, sought a listing of each an+is that FPL \vas offering to sadsfy the 
t 7  requirements of Section 366.93(5) F.S., which rcqukcd an annual conipdson of the budgctcd and 
30 actual costs w conipared to the estimated in service cost of nuclear projects. The responsc, \vhich 
3f WAS subinittcd on August 17,2009, refers to Schedule TOR-7, which had been submitted on May I, 
3 1 2009, and describes that it is a “snapshot” of P continuous puoccss.” 

3% Bchvccn hhy 1,2009 and August 17,2009, iiiajor changes had been made to the cost estimates for 
the EPU projects. On Nay 31,2009, the FIN EPU budget indicator is showi BS red, indicating a 

9 s‘ 76 Iktcndcd l’owcr Upntcs. Project Updatc. Tuckcy Point, July 25,2009 mdEvtcnded Power Ulintes. Pmjrcc UpLtr, 

3 6 
3 7 58 Sutnmq CJIsh l~lw I Y U  ’L’u~ll090217 ~ v i c ~ ~ ~ s l s ,  “PSI. ICI’U Proicct ’l‘otd,” Fcbmnry 17.2009. 

Sdnt Luck. July 25,2009. 
CR 2008-37753. ”Addiliunal hiformation:’ Dcccnibcr IO, 2008, p.1. 

3 p’ I!niail fmi iiioginnus recipient, hIarch 26,2009 
a* Kxtcndcd-hT Steering Conwittee Meeting, %iir Luck k’furkey l’oinr, A h y  1,2003. p. 8. 
81 Keqwnnc IO DMkct No. O’)(KWMM, SnfFr Rfth kc of Intcrrogatorics. Inrrtoptor). No. 53. - 
‘2 Ibid. , Deletedr2a 

Page 16 of 23, _ _  _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ -  
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I serious challenge to meeting the existing budge?. On June 3, 2009, Bechtel submitted Q “P50” 
t. (incan valu * Ite for lJTN that war $108 mi&m a b v c  thc Nay, 2008 crtimateM. O n  June 
3 23,2009.1 I advised the ESC of the Bechtel estinlat~”~ and the IFiC insttucted him to 
‘f prepare L Tine-fJy-line” updated cost estimate for thc pryectr to be ieviewed at the next ESC 
$- meeting. This updated estimate \vas prepared at die direction 0- by several peopk 

rcportcdy working seven days (L week for a month, and presented to thc ESC at an all-day, Saturday 
1 meeting on July 25,2W. In the week kading up to that meeting, the EPU leadership team was 
V rcplaccd, a n d w w a s  reassigned to a position out& of the EPU, although he actively 
9 participated m the July 25,2009 presentation. That presentation established new cost estinmtes for 
10 the EPU projects wllicli were a p p o . b t c l y  21% highcr than the May, 2008 estimates“. 

t t  Therefore, Scliedule ’1’OR-7, which is rcfcrred to but not attached to the response to Stuff 5-53, was 
(I out of datc by August 17,2009. FTowever, the interrogator). only asked for L ksfiq of thc rcsponsiw*c 
f> analyses, not for FPL% current or updated analysts. In addition, the respondent to the 
& interrogator)., P Rcgulstorg. Affairs staff niember, had no h o d e d g e  o€ the ncw EPU cost cs~mates, 
/r nor of any source data or documcnts rclathg to thk hsuc that were created after &fay 2009. ~ L ’ s  
/u approach to coniplykg with thc Section 36693(5) requirenlents was to perbrm a “snaphot” 
/? annlysis as oflate April and to include that infornution in the May 1 figs. Ncithcr the Regulator). 
/k Affairs staff, the Legal stsff, nor FPL’s othcrwvitncsscs, saw any post-&lay 1,2009 source documents 
1’) until preparations bcgm in December, 2009 for the 2010 NCRC proceedings. 

2 0  Conccntric vicwvs the response to Staff 5-53 as being accurate, reliable and msponsivc, evcn though 
ZI  the document referred to tws out-of-date. The respondent answered the question in a forthright 
2% fashion h s e d  on all of thc information known to this penon at the time. 

D. Tcstinionp at Hcariap 

‘ 

2, AS stated earlier- Rn(l(.llnppenred at the NCRC lreacings on Scptcmbcr 8,2009. 
r y  At the hearing, the foilawing cschangc took place b e t w c c ~ a d  counsel for FPLS7: 

introducing scvcral corrcctions to errata in his pre-filed testhmy, and 
to reflect 16s newv title and rcsponsiLilitics with FPL. The esclrange 

3 f This followvcd 

3 3 8 )  TotalPmjcct C a s h a ~ ~ ,  PlN llPU rm+t 2 0 9 ,  May 31,2009. 
)Y 
3r 
$7 
5 

listcdd Power Upram, I’mject UFdatc, Turkey Point, July 25,2009. pp. 25-21. 
83 Estcnded I’ou*cr Upratcr, E~ccutk-c Steering Committee Meeting, Saint Iuck h Turhy Paint, June 2% 2w9, p. 12. 
s Estcndcd Powr Upntcr, Project Updse, Turkey Puinr, July 25,2009 uHJUstended Power Upmtes, Project Update, 

*’ Trdnscript of Direct E.miwtiun 0- September 8,2009, pp. 208209. 
Saint I-ucicJu~ 25,2009. 

Delated: 18 I 
Page 17 of a _ _ -  
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with counsel had tlie effect of asserting that all of thc statements in the pre-filed testimony, and the !?. cshibits sponsored h, remained truthful and accurate as of September 8,2009. 

3 As of September 8,2009,-vad participated in tlic development of highly dctailcd cost 
‘( projections for the EPU pmjects, nnd had presented thcsc new cstinlatcs to dozens of senior FPL 

and contractor personncl on July 25, 2009wj. The new estimates for PSL were cavcatcd as sti l l  bcing t %t tlie conceptual kvclm” (as were the May, 2008 estimates? and die conlmcnt was madc that the 
fuU scope was still not known. Howcvcr, the new values were clearly labeled as the “Currcnt 
Forccast,” and the stltement was clenrly imde that the ‘Currcnt Budget” (thc May, 2008 VAIU~S) w a s  

4 being increased to thc ‘%urrcnt Forecast.”” The July 25, 2009 presentation offers an cxtcnsivc 
10 pcrspcctivc on the shortcomings of  the Nay, 2008 estimates and thc Icssons that should be learned 
I t from this esperie~ice~~. Conccntric also notcs that the ESC was explicitly advised that the new cost 
IL estitiiatcs wcrc inconsistent with the May, 2008 and May, 2009 data tliat had bccn prescnted to tlie 
/ f FPSC, and that several new ccononuc fensibiity ana lps  had been pcrfomied, which updated those 
ly analyscs which had been submitted to the FPSC elcven wvceks earlier?' Thc ncw feasibility analyses 
Ir continued to show that the projects wcrc bcncftcial to ciistotiurs, although less so than in the May 1, 

2009 filing’? 

( 1  In our interview with 14 !defended his September 8,2009 renfimation of his PIC- 
/e  Glcd testimony on the grounds tlmt-;he July 25, 2009 cost estimates wvcrc prcparcd assunling the 
I ?  wlidity of iiMny unappmvcd scope changes and manpower estimates, and that they tvcrc a no bcttcr 

than a “gucss” w i t h  little support. He also indicated that hc docs not rccdl any discussion with 
21 regard to whether thc updatcd estimate should be presented to the PPSC. Concentric agrecs that 
27. the new cost estimates wcre based on only partially completed engineering and design inbrmxuon, 
8) and that they were still subject to revision as ncw information became available. FTowevcr, that is 
2.9 always the case with a hst-tracked construction progmcn, and continues to be the case today. Thcsc 
tT facts do not support the continued iise of information that \vas based on even earlier conceptual 
t q  designs and out-of-date manpower and matcrial cshates. The new estimates were the product of 
2.q inotc than a dcmn people working extended hours for P month, and had bccn rcvicwcd by every 
2v level of inanagcmcnt in tlie EPU organization. They reflected Lr more knowvlcdgc about the scope 

of tlie EPU projects than had k e n  used in the 2007-2008 Shaw scoping analysk, materials cost 
fio estlniatcs that wcrc bascd on fat more recent data and manpower csthatcs that rcflcctcd tlic revised 
$I scope and loading estinintcs prcparcd by Bcchtel. Most importantly, they were presenred to thc 
jt executives of FPL in charge of EPU governance (and who wcre responsible for approvhg budget 
33 changes for the projects) as the best “hie-by-line” cstimatcs awilablc at the time, were iiiatecirtllp 
37 different from the 2008 cstimatcs, and have continued to setve as the reference point for all )r subsequent revisions to the cost estimates, hiduding tliosc that arc being submitted to the FTSC hi 
39 hhy, 2010. 

b3 hkct ig  rqucrt for HPU Saturky Session, July 25,2009, a00 Ab1 to 330 P N  
b’ Entcndcd Powcr Upmtcs, l’rojecr Update, Saint Luck, July 25,2009. 
* I;lodda Powcr & Light Companp’s Petition to netennine N e d  fnr Expansion of Elccticd Power Pkns and for 

Esernption from Rule 25-22.082, F.A.C., Docket No. 070602-EI. Scptcnibcr 17,2007. 
9’ Iktendecl l’ower Uprates, Pmjcct Updatc, Turkey l’oint,]uly 25,2009 unrl listended h r e r  Upmtes, Project Update, 

Saint Luck, July 25,2009. 
92 Ibid., pp. 3840 and pp. 51-52, respectidy. 
9’ Extendcd Powr Upr.ite$, l’mject Updatc, Saint Luck, July 25,2009. pp. 34-47. 
9’ Ibid, p. 50. 
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Coriccatric has concluded that the the stand, die inforimation prcscnted 
on Schedule TOR-7, rnd thc testimony f-date. This opinian is supported by 
the statements of nearly d of die EPU project personnel we interviewed (other tllan the hvo 
individuals that participatcd in the decision to riot update the testitnony), and is strongly held by 
many of those we interviewed. 

Concentric has also found no evidence to suggest that - FPL’s witness on the cost 
effcctivcncss of the EPU projects, Iiad any knowledge that updated cost estimates had been 
presented to the E.C. It is 0111: understanding that he relied on the cost estimates provided on 
Schedulc TOR-7, as sponsored b a n i  \vas not in the EPu organhtion or 
tlie nuclear divisioa of FPL. 

Concentric has found no evidence to demonstrate that there w a s  a wvidespred plan to pwposcfully 
keep updated information from being pxovided to tlie NCKC parties. The documents we have 
reviewed, and our intenkvs, indicatc dut there was considerable uncettainv within tlie project staff 

le( in Scptckber, 2009 as to whether the new cost estinlatcs wcrc “ofGcial” or not, and internal reports 
lr were inconsistent in their use or non-use of the updated forecast (see Section VI11 for additional 
/! details). The EPU staff had experienced significant turnover and \vas also undcrgoing a nirjor 
/ reorganization rt that time, which appem to haw coiilrjbutcd to thc lack of chit). on this point. 

VIII. Information Plow within FPL 
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IX. J++@i~a--y R-c_comnn~cndatioys for Improvements 2 

Concentric's investigation into this matter has produced P numbcr of rccomniendntions for process 
iniprovenicnts and corrective actions. Thesc reconuncndahns are presented below. Many of these 
rccomncndations arc intended to improve rhe distribution of infortinuon within FPL. the NCRC 
docket team and to the FL PSC. In ccrdn  of the recommenddons listed behv, Concentric has 
noted that changes to the EPU Projects' since July 2009 may have already addrcsscd these 
recommendations. Nonctlrelcss, wc believe the iinportmcc oE these clmngcs should continue to be 
stressed the EPU Project Tern. 

I .  Concentric's invcstigation into this matter identified the flmv OF documentation and 
information from the business units to the odicr n iemks of thc docket team jncluding 
regulatog affairs and other \vitncsscs as an mca of concern. Concentric recomniends that 
tlliz process be changed in order to protide timely and ongoing information within the 
NCRC docket team throughout each NCRC revicw cyde. This will help to ensure that any 
updatcd infomiation is fully discussed within the NCRC docket team and prevent fuuturc 
concerns related to flow of hfornlntion to the FL PSC. 

Sirnilat to reconmxndation onc abovc, FPL and the FL PSC staff should revisit issue of 
intra/inter-cycle dociiniait production. The ongoing production of R limited nunihcr of key 
project documents would enhnce the FL PSC stnff's tmdcrstanding of the projects and Irmv 

. 
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they have developed up to that point. It would also help to ensure adequate information is 
distributed to the FL PSC on a timely basis. 

The NCRC docket team has included and continues to include a number of fitst time 
witnesses or witnesses with limited experience serv ing in this role. As a result, it is <tdj’ 
important that FF’L‘s Lgal and Regulatory A& departments continue to provide explicit 
instruction and guidance to these individuals. FPL’s Legal and Regulatory A f f k  
departments should assume these individuals may not have a full understandrng of the 
regulatory process and the implications of thek testimony. The importance of updatkg 
one’s pre-fled testimony akd exhibits should be an explicit part of the Witness t r d g  
program, along with an explanation of the meaning of the standard questions asked by FPL’s 
legal counsel. Witnesses should also be made aware of the fact that they are providing 
testimony within a certain expertise or subject matter on behalf of the Company and not as 
individuals. This may come with obligation or duty to education oneself on matters related 
to this subject matter or expertise regardless of whether this falls within one’s day-to-day 
responsibilities. 

A s  part of our investigation Concentdc reviewed the list of invitees to the ESC 
presentations. Noticeably absent from these lists of invitees is a representative from FPL’s 
Regulatory Affaits department. Given the importance and scale of the EPU Projects, and 
the alternative cost recovery treatment being afforded to these projects, a relatively senior 
member of Regulatory AffaLs department should attend each future ESC presentation. 

One of the more sigdcant concuns identXed by Concentric’s investigation is the 
ownership and consistent updating of EPU Project reports. Often in late 2009 these reports 
were inconsistent and did not necessarily reflect the most current or accurate information 
available. FPL and the EPU Project Team should establish and implement csphut report 
owners (by report). In addition, the FPL and the EPU Project team should establish and 
implement an explicit report sign off or dissetat procedure. This procedure could be 
modeled off of the current Invoice Review/Approval checklist form. In addition, the report 
sign-off and dissent process should indude a link to the ECP or other similar program for 
anonymously notifgrng supetiors in the event of a concern with project reporting. 

To the tvtent that a performance indicator relies upon a calculation in order to produce a 
particukr indicator, the result of the underlying calculation should be reported along with 
the performance indicator @.e., budget or forecast performance). By providing the result of 
the underlying calculation, a report preparer or reviewex can quickly identi+ any discrepancy 
between the performance indicator and the calculation that produced that indicator. 
Concentric’s interviews also noted that individuals within the EPU Project Team were 
uncertain as to what w a s  represented by each performance indicator. Providing the 
underlying calculation used develop that performance indicator will help rlaafg the purpose 
of the performance indicator. 

FPL should consider changing the reporting relationship of the EPU Project Controls 
Director. While the change in reporting from the EPU Project Director to the Vice 
President of Power Uprate is a positive development, the reporting relationship of the EPU 
Project Controls Direct should indude either a solid or dotted line outside of the EPU 
Projects. This will help prevent any undue influence on the Project Controls Director and ,1 Deleted: 2s 1 
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10. 

11. 

12. 

his staff. As an alternative, FPL could consider forming a separate Pcojcct Controls 
dcpartment, similar to the Integrated Supply Chain depatment. TlJs scparatc Project 
Controls dcpdrtuicnt would establish its own set of department processes, proceduces and 
instsuctions which would then be applied consistently RCKOSS the FPL Group. Conccntric 
notcs that futurc, large scale projects could benefit &om a set of uniform and consistent 
project controls that incorporate best practices from across tlie organitation. 

FPL's current approach to establishing tlic EPU's contingency (Scope Not Defined) uses the 
contingcncy ns dic balancing variable to maintain the pr+cts within thcu cost estinmtes. 
lhis is not consistent with WL's EDPI-300 or with sound project nwnrgement practices. 
The conthgcncy should be based on the level of uncertainty in the project, w l k h  is best 
captured through a probabilistic nnalysis of tltc cost esknatc. RcductiOns in the contingency 
should not typically IC used to fund scope changes, and the contingency slrauld only be 
released if the uncertainty assocbtedwdth the ptojcct has declined. Concentde notcs that thc 
rppropriatc lcvcl of thc contingency is an issue that bas been assigned to High Bddge in its 
current independent K&W of the project cost estimatc.Thc EPU Projccts should cstablish a 
€ornid hternal process to apptovc and communicate EPU budget, forecast or cdmatc 
changes on a total project basis each montli(i.e., not annual). This process should be used 
for both scope additions or deletions and changes in thc expected cost of approvcd project 
scopc as n rcsiilt of material or component cost escalation, increased ~natipower 
requirements or other factors. 'Ihis process should inchdc a report chccklist to malic ccrtain 
nll rcports arc upkited consistently once a new budget, forecast or estimate is approved. 
Conccntrk notcs that EPPI-300 has been revised hvice since July 2009. If impleniented 
thoroughly, these changes sl~ould address this recommcndation. 

To the extent condition reports arc being utilizcd to clocu~ncnt potential budget or cost 
estimate cliaUcnges, the CR closure processes should be revised to prevent the closurc of a 
CR prior to the completion of a risk mitigation plan. In the dternative, risk midgation plans 
can Lc tracked scparatcly, but must not be closed until each of the action items Iisted on the 
risk mitiption plan arc complctcd. Additionally, the con~pletion of all d o n  i t a  must be 
documented and those documents should tc prescrvcd in a central location for the 
remainder of thc I3pU Projccts. Concentric notes that this change may akeady he 
inipleniented within the current EPU action itcm list. 

High Bridge Associates, ot anotlter independent third pasty, should k rctahccl to coniplete 
an engineerimg based cost cstimatc of PTN Unit 4 and both PSI, units as soon as possible. 
This estiniate is needed to re-baseline tlic project forecasts and to cnhancc thc c c d n t y  of 
future forecasts. 

bTL should continue to iiiaintain EPU Project staffing as a h e h  priority. A sufficieiit 
nuinbcr of staff members arc pquired to maintain adequate project control, hdudtng thc 
updating and production of pojcct rcports. Throughout our investigation it was noted to 
Conccnuic that many within the organization were ovenvhelmed with the amount of work 
that inust be accoinplished given the "Lst-ttackcd" status of the projcct. At times, this may 
have contdbuted to the inconsistcncy or inaccuracy of certain project r e p t s .  

Tlie EPU Project Tcam should document the names of each ESC presentation atreiidce and 
iiinintain this list of nttendecs with thc S C  Presentations. This w d  increase the overall r -  -1 
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transparency into the EPU Projects and document that the proper level of oversight is being 
pro-Sded to the EPU Projects. 

3 13. 

c levels of the organization. 

3 14. 

The results of this investigation should be provided to the Corporate Responsibilitg Officer 
for use in improving employee coddence throughout the organization. Management needs 
to be a m e  of and understand the cutrent fear of retaliation and mistrust that &ts at lower 

Y 

Concentric suggests FPL institute a procedure for conducting organizational readiness 
assessments prior to commencing complex, large-scale 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 t h e  and ensure proper expectations related to 
performance reporting and measurement are communicated throughout the project teams. 
In addition, these assessments should include a detailed review of executive management's 
expectations regardrig die development and updating of the project schedule, cost estimate, 

I f 
11 
I2 
I3 

' Y  budgets and reports. 

15' 15. Concentric and the EPU Project Management Team should conduct an investigation closc- 
out meeting at the end of this investigation. ThL meeting will review Concentric's hndtngs 
in this investigation, obtain management's response to those findings and discuss ways in 
which processes or procedures could be improved to prevent similar project challenges. 
Concentric would anticipate that the current \'ice President of Power Uprate, the 
Implementation Owner - South, the Project Controls Director, each Site Director and the 
Site Project Controls Supervisor would be invited to attend this meeting. 

tv n 
lP 
19 
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The chronology Concentric developed has raised several concetns with regard 
to the information flow withiii the EPU project team and to broader audiences within 
FPL. For the purpose of reviewing these issues, we have segmented the chronology 
into the period preceding July 25,2009 and that after it. 

Pre-July 25,2009 Information Flow 

Concentric has reviewed documeiits which indicate that the EPU 
management teain was made aware of staff coiicetns about the adequacy of the Shaw 
scoping analysis and associated cost estimate as early as April, 2008, A detailed risk 
mitigation plan was developed to address this issue, but appears to have not been 
completed. These concerns re-surfaced after the Bechtel contract was awarded in 
November, 2008, and were brought to tlie attention of the EPU senior management 
in December, 2008 and Febtuaty, 2009. By Pebtuaty, 2009 the EPU Project Controls 
group members had developed a revised cost estimate, albeit in preliminary form, 
that projected a $129 million cost increase for PSL. Tlie revised estimate is quite 
close to the values presented to the ESC in July, 2009. Similar estimates Jiad been 
developed for PTN by March, 2009, but the EPU staff was directed to discontinue 
use of this estimate until nianagenient had reviewed it fwther. Throughout late 2008 
and the first six months of 2009, Bechtel submitted several revisions to its cost 
estimates, all of which were substantially higher than its indicative bid and highcr 
than the estimate developed as part of the Shaw scoping analysis. 

The EPU’s assessment of its own performance during this period, as 
presented to the ESC on July 25,2009, was that: 

I t  “undcrestimatcd the risk and costs associated with the fast track project,” 

It “did not assess [the] capacity of [the] organization and costs,” and 

“Early warning 011 cost overruns and undefitled scope depletion were not 
dealt with in a timely manner.” 

Concentric concuts with these assessments, and notes that many of these 
issues have been remedied through changes in procedures and the organizational 
structure siacc July 25,2009’. 

An issue that contributed to the delay in infouning the ESC about the likely 
cost increases was the EPU’s treatment of the cost estimate contingency and the 
development and synchronization of tlie trend registers and risk registers. 

EPU lessons learned PPL from April 2010. 
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FPL has in place two sets of insttuctions that addtess how contingencies ate 
to be developed and applied in the cost cstiniation process. EPPI-320 is specific to 
these projects and addtesses how cost estimates are to be developed, including the 
development aiid inclusion of contingencies. This instruction has bccn in place 
since March, 2008, and remains in effect today [VERIFq EPPI-320 states that 
“estimates should include project risks, uncertainties, aiid contingency. These 
should be documented along with the methods for determining percentage of risk 
and the amount of money associated with the contingency.” EPPI-320 states that it 
is suppleniental to NPDI-304, which is a Nuclear Projects Instruction which 
provides specific guidance on the developmelit of contingencies. NPDI-304 states 
that: 

4.7.6. As a genetal tule, conccptuaI cstimates should have a 2530% 
contingency, Level 1 or preliminary estimates should have 15-25% contingency and 
Level 2 or definitive cstiniates a 510% contingency. The exact percentage is 
determined on a case by case basis. 

Tlie EPU projects’ cost estimates fit the critetia fot a conceptual estiniatc in 
2008, and appear to have achieved or at least approached Level 1 status by the end of 
2009. FPL’s ptactice has been to label the contingericp as “Scope Not Defined”, ot 
“Scope Not Estimated.” FPL has defined the contingency as =an amount added to 
an estimate to allow for additional costs that experience shows mill likely be requited. 
This may be derived either through statistical analysis of past project costs, ot by 
applying experience gained on siinilat projects.”’ The EPU instructions also state 
that the contingency should be “based on the level of uncertainty ot complexity of a 
project.” In addition to the contingciicy, the EPU estimates include an allowance fot 
the expected (ptobabilistically dctetmined) value of specific modifications or 
conditions which have atisen. This value is supposed to be detived ftom the tisk 
register, which identifies the issue, its cost impact, its probability of occurrefice, and 
its expected value. Items are supposed to enter the tisk register ftom the trends 
register, which is an early-wattling system for changing conditions at the projects 
which can affect cost ot schedule performance. EPPI-300, another EPU instruction 
relating to changes in project cost estimates, describes the purpose of the trend 
program as follows: 

2.1.. .The trend program fosters vigilance, awareness and action through 
constant probing, reporting, tcvicwing, discussing, and analyzing the projects 
performance against the project plan. The trend program is a dynamic decision- 
makitig process, which exposes pending decisions and their related impact(s) prior 
to thc fact. Timeliness in identifying and resolving ttends is R key elemctit in 
controlling ptoject cost and iiiust be managed and recorded to maintain current 
forecas rs . 

NPDI-304, p9. 
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Based on our review of documents, and as confirmed in our interviews, from 
May 2008 to today, the EPU’s cost estimation process has not complied with these 
instructions. The most significant desctepancics between the instructions and actual 
practices include: 

Since the Bechtel contract was executed in November, 2008, the project has 
not maintained a level of contingcncy that is consistent wlth FPL’s guidelines; the 
contingency has been depleted month-by-month by scope changes, escalation and 
risk adjustments; the contingency has been treated as a balancing variable with the 
value derived siniply by taking the total cutrent cost estimate and subtracting out the 
known scope and risk register elements rather than basing it on the level of 
development or uncertainty associated with the project; currently, the contingency is 
far below the stmdards applicable for a Level 1 estimate. This practice was 
acknowledged in the July 25, 2009 lessons Ieatned section of the ESC presentations 
by the comments that “...undefined scope depletion not dealt with in a timely 
fashion.. .undefined scope allowance used in establishing base contracts and work 
left little for emergent items or increased scope,. .must include undefined scope 
allowatice based on level of risk/progress on ptoject.” The new EPU management 
team is addressing these issues through the retention of High Bridge to perform a 
third-party review of the cost estimates, atid to develop a probabilistically- 
detetmined contingency, however that work is not yet complete, and the issue of the 
depleted contingency remains unresolved. 

The trends registers and risk registers have not been developed in accordance 
with the projects’ instruction set, and the risk register was not ditectly synchronized 
with the contingency or the Cost estimate until after July, 2009; Concentric has 
reviewed the trends and risk registers for the projects as they existed from January, 
2008 to today, and has found tlia This issue was acknowvlcdged in the July 
25, 2009 ESC briefing by the coniments that “Current undefined scope allowance is 
not aligned to the risk matrix...looked at the project only froni a high level risk.” 
The current EPU management team has explicitly linked the risk register to the cost 
estimate, however, the link betwvecn the risk register and the cotitingeticy (scope not 
defined) has apparently not been established, and is apparently awaiting the receipt 
of the High Btidge report. 

A second issue that adversely affected the timely flow of project cost 
information within PPL relates to the process for developing updated project cost 
estimates, securing the approval of these updates, and communicating these updates 
within the FPL orga~iizatioii. FPL’s EPPI-300 governs the ptocess for these 
activities, and establishes the following procedures and responsibilities: 

Potential changes to the cost baseline or forecast are 
and recorded on the trends register. 
is responsible for the accuracy and timeliness of the ttends 

register. 
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All issues ate to begin as trends; depending on the nature of the issue, 
consideration is to be given to adding the issue to the risk register, as called for in 
EPPI-340, which governs the risk management program. The is 
responsible fot developing and updating the risk tegister [ADD POSITION PER 
EPPI 3401 

If an issue identified in the trends/rislr management programs cannot be 
resolved (mitigated), then a Scope Change/Forecast Variance Fotm (“SC/FV’) is to 
be prepated to authorize a change to the ptoject’s cost forecast. SC/FVs are required 
to be established separately for each site and for all project modifications. The 
SC/FVs are to be signed and approved by up to ten different positionc 
organization, depending on the magnitude of the cost change; FrVQ 
requited to approve all S C / W s  in excess of $5 million. 

The SC/FVs arc required to indicate wvliete the additional funding is comiiig 
from, which can be from B release of funds from the contingency, or from a change to 
the approved budget. 

AI1 teleases of funds from the contingem.y need to be reviewed by the EPU 
Site Project Director, aiid approved through the approval process for SC/Fv forms. 

AI1 S C / W  forms are to be retained as pernianent ptoject records, and theit 
location is to be known at all times. 

Concentric requested all S C / W  forms for the EPU projects since 1/1/08. 
Our review of the documents produced in response to this request indicated that 

Concentric has concluded that the EPU’s published procedures for 
developing, estimating, approving, ttacking, and possibly rctdning revisions to the 
cost estimates were largely ignored through July, 2009, and are still far from 
achieving widespread compliance. I t  is clear that the process requited for releasing 
funds from the co not been followed, and that revisions to the cost 
estimates have not These facts have tesiilted in widespread confusion 
within the organization tegarding what the cutfent approved budget is at any point 
in timc, who has to approve changes to that budget, whether there is a meaningful 
difference between the tetms budget, cost estimate and cost forecast (all ofwhich ate 
used in different standard repotts), and hoy to measute and report variances froin 
the budget/estimatc/forecast, Many of these same points were acknowledge by 
EPU management in the July 25, 2009 lessons learned sections of the ESC 
ptesentations, where the comments were made that “Individual Modification 
Budgets and Site Department budgets [were] not established. ..did not use formal 
process such as Plant Review Board to approve scope growth during desigti process 
prior to 01/01/09.. .no formal cost benefit was petformcd on design changes.” 
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Finally, due in large part to the confusion discussed above, our review of the 
EPU's standard reports and presentations has made us awate of several reports that 
wete issued with incorrect, misleading or out-of-date information. These problems 
persisted into 2010 ia the Monthly Operating Reports (MOPRs), monthly cash flow 
reports, and ESC presentations. Even mote troubling are reports we have received 
from individuals withih FPL that documents they were responsible for preparing 
wete changed, aftet the originator had issued them, by someone else in the 

instances, individuals were told to make changes by someone else withih FPL. 
While these accounts are very difficult to verify, they do not represent a single 
account or example, and some corroborating documentation has been provided to 
us. These actions appeat to be latgely attributed to managers that are no longer in 
the EPU organization, but they demonstrate the need for mote definitive document 
control and owhership procedures. 

organization, often with no explanation as to why the changes were made. In other (+ 
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I. Ilitroduction 

On Februaiy 19, 2010 Ah.  Lewis Hay, the Cb-;---- .,-A ri , i -C ~ i ~ ~ - m * + ; ~ 7 . -  n&-fir 1TL Group, 
Tnc (“FPL Group”) received a letter €roml Lc Letter”), an 
em lo lee within the1 Ompany~FPL”).’ The 

Letter included concertls about the ‘kost performance in Nuclear Projects and Extended Bpli owvcr Uprnte in 2009” and allegations related to the Lcporting of this perforniance to FPL’s 
esecutivc inanageinelit and the Florida Public Seilrice Commission (“J?L PSC”) 

Concentric Energy Advisors, Inc (“Conccntric”) wvas providcd an electronic copy of this letter by 
1;PL’s Legal and Regulatory Affairs departments on March 10, 20102. A copy of the letter is 
attached as Exhibit 1. Followhg initial discussions between Concentric and FPL, Conccntric wvas 
retained by FPL’s Lcgal departtiletit on Ahrch 15,2010 to conduct an independent invcstigation of 
tlic claims and matters set forth in thd- Letter’. A copy of Conccntric’s engagement letter is d 

7 includcd 2s Exhibit 2. Pursuant to ConGcllrttr. 
to FJ?L’s Legal department, and spccifically t d  

“f All data requests were scnt dircc LU or ius deslgne 
findings and recommendations in this matter arc bcing provided dkectlp to 

b I 
1’) Concentric’s investigation of tlie allegations raised in the !Letter explicitly cxcludcd matters 
I related to the performance rc\4cwv 0f-d and anrner  human resource related matters, 
/9 including the performance of specific matvlauars within FPL. Concentric understands that these 

2 0  matteis are being and w i l l  continue to be handled internally by IT‘L’s Human Resources departtnent. 

on Ahrcli 17, 2010, - 21 
22 notificd Conc 
2) Specifically, L &oted %at I a m  tlic ncxt targct for elinination from [name wvithheld for 
L’f confidentialitf]’~ ,anization. He told mc in private that he does not intend [sic] being fired as his 
2r prcdeccssors for poor perforrnance and he will not let a few ‘stupid’ pcoplc affect his tiianagemait 

effectiveness.’’ A copy of this anail is attached as Exhibit 3. Concentric reported this email to 
27 FPL’s Legal department. It is Concentric’s undcrstanding tlus matter is being addressed by the FPL 
2v Iiuniati Rcsourccs department. 

‘ FTL via email on h4arcli Ectaliation by his supemisor‘. 
It should be noted that, following our interview wvith 

29 The vemainder of our report is organizcd into eight scctions. Section I1 presents a summary of 
so Concentric’s wvo+ that w a s  used to pcrforni this invcstigation. Section 111 includes a summary 
9 I response to the1 JLctter, including reference to an interlineated copy of the- Lcttcr. 
)t Section IV prescnts a chronology of key evetits related to the-htter occurring bchvccn 
33 January 2008 and A h &  2010. Section V reviews Concentric’s fmdings rclatcd to FPL’s decision to 
3y proceed tlie Extended Power Uprate Projects at  tlic Companfs Saint Lucie (‘TSL’’) and 

w I 
3Q 2 .-)Mil fiom . to S:imuel Enton, Project hianager, dated hfarch 10, 
31 2009. C o n c w a n d  did not i n ~ a ~ t  tKciured bChVCCn FPL’s receipt of the letter and 
3k Concenaic’s reccipt of 

-title ns o f  tlic ciatc of tiie=Ixtter is -b 

Tnvcstigation of Febniaty 19, 2010 

Rced, Sam Eaton, re! For p u r  consiclention. 
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