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A.

DIRECT TESTIMONY

of

WILLIaMR, JACOBS JFL, Ph-D.

On Behalf of the Office ofPublic Couusel

Beforethe

rtorida Priblio Service Commission

DocketNo. 110009-EI

I.INTRODUCTION

a. . PLEASE STATE YOURNAIm, TITLE AI\ID BUSINESS ADDRESS,

A. Il[y name is William R. Iacobs, Jn, Ph.D. I am a Vice President of GD$ Associates,

Ino. &[y business addrEss is lB50 Parkway Placg Suite 800, Mmiett4 Georgq

30067.

a. DR JACOBS, PLEASE SUMMARIZE YOUR EDUCATIONAL'

BACKGROTIND AND EXPER]M{OE.

I received a Baohelor of Mechanical Engineering in 196& a Master of Seienoe in

NuclearEngineering in 1969 and a Ph.D. in Nuclear Engineeriag n L971, all fl'om

flre Georgia Institute of Technology. I am a registered professional engineer and a

member of the American Nuclear Sooiety. I have more than flrirly years of

exprienge in the electuis power industry including more thar twelve yeals of 
'power

plant constuction and start-up experience. I have participated in the conshuction and

start-up of seven po\\r€f, i:lants in this oounfuy and overseas in management position"d

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

Nuclear Power Operations ('TNPO'), ! participated in the Conshuction Proje.ci

Evaluation Program, performed operating plant evaluations and assisted in the
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development of the Outage Management Evaluation Prograrn. Since joining GDS

Associates, Inc. in. 1986, I have participated in rate caso and litigation support

activities related to power plant construction, ope.ration and. deconrmissioning. I have

evaluated nuolear power plalt outages at numerous nuclear plairts throughout the

United States. I am cunently on the management committee of Pluur Point Unit 1,.a

650 MWe coal fired power plant under consfuction near Osceol4 Arkamas. As a

mEmber of the management committee, I assist in provid.ing oversigbt of the E?C

. contractor for this project I arn currently tJre._GeorgiaPublic Service Commission's

(GPSC) Independent Construction Monitor for GeorgiaPower Vogtle 3 and.Anuclear

projecL As the Independent Constouction Monitor I assist the GPSC Commissioners

and Staffin providing regulatory oversighf of tho project. My monitoriirg aotivities

include regular meetings with project mauagementpersonnel and regular visits to the

Vogtle plant site to monitor conshuction activities and assess fte project schedule and

budget. My restrme is included as Exhibit WBI-1.

WERE YOU ASSISTED BY OTHER GDS PERSONI\EL IN THIS EFFORT?

Yes, I was. In addition to rnyself, the GDS team involved in the review and

evaluation offlie.requests for authorizationto recover costs consisted. ofMr.Iames P-

McGaughy, Jr., a former nuclear utifity executivo with over 37 years of experience,

and.Mr. Brian Smifl:, an expert in produotion cost modeling and feasibility analyses.

Mr. Smith is sponsoring testinaony on an aspect of our review. His qualifications are

contained in his prefiled testimony. The resume of Mr. McGaughy is attached to this

testimony as Bxhibit WRJ-Z. I have reviewed the work of IvIr- McGaughy, and havE

incorporated and adopted it as my orvn inflris testimony.
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A.

WIIAT IS THE NATURE OF'YOURBUSTNESS?

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

Mariefta, Georgia; Austin, Texas; Manchester, New Hennpshire; Madison, Wisconsin;

and Auburn, Alabama. GDS provides a variety of services to the elecfuic utillty

indushy iuoluding power supply planning generalion suppoT services, rates and

regulatory consulting financial analysis, load forecasting and sfafistical servic.es.

Generation sinpport services provided by GDS include fossil and nuolear plant

ruonitoring, plant ovinership feasibility studies, plant management audits, production

cosl rnsdeling and expert testimony on matfeis relating to plant management,

oonsfuctioh" licensiug and perfornrance issues in technical litigafion and regulatory

proceedings

WEOM ARE YOU REPRESENIING IN THIS PROCEEDING?

I am appearing on behalf of the Florida Offica of Publip Counsel ('OPC"), who

represents the ratepayers of FloridaPorver & Light Company.

WHAT WAS YOIJR AS$IGNMENT IN THIS PROCEEDING?

I was aslced to assht the Florida Office of Public Counsel to conduit a review and

evaluation of requests by Florida Pourer and Lighf Company (FPL) for authority to

collect historioal and projected costs associatedwith'extended power upmte (EPLI)

pmjeca being pursued at the Turkey Point 3 aud 4 and St Luoie I and 2 nuclear

t
plaflts, and historical and projected costs associated withFPL's Turkey Point 6 and 7

nerv nuclear project thlough tlre *pu"ity cost tecovery clause.

a.

A.

a.

A.

a. HAYEYOUPREVT0USLYTESTIFIED BEFORE.TmS COi\OWSSTON?



1 A. Yes. I testified on behalf of the Florida Office of Public Counsel in the previous

, 2 NCRC proceedings in Dockets No. 080009-Et 090009-EI and 100009-EI

3 Q. PLEASE PROVTDE A BRrEF OYERYTEW OF TIIE NATT]RE AND STATUS

4 OF'F'PL'S}UCII,EARPROJECTS.

5 A. FPL cunently has trvo major nuclem pr-ojeofs under way. The most active project at

6 this time is the project to insease the generating capacrty of FPL's existing nuclear

7.' units, Turkey Point 3 and 4 and St. Lucie I and1,by atotal of450 megawatts. This

B ' project is refenqd to as the extended power uprate or EPU project. It is currently.

9' soheduled to bo completed in 2013. FPL has spent approximately $700 mifion of an

10 Estimafed total eost of $2.48 billion on the EPU projeet The second project is fhe

11. development of Tirrkey Point 6 and 7, a nel,lr nurt"tiplant consisting of two

12 .Westiughouse AP1000 reactors. This project is in the licensing stage. It is projected

ig to provide 2,200 megawatts of capacity with on line dates'of 2022 and2023. Atthis

L4 time FPL has spent $129 million of an estimated "overnight cosf' (that excludes

15 . carryingcosts and escalation) of $11.1 billion.

L6
t7 a. PLEASE SUMMARIZE F?i's REQUEST F'OR COST RECOVERY rN THrS

18 DOCKETIIIIDERTHEI{TJCLEARCOSTRECOVERYCLAUSE.

Lg A. FPL is requesting authority to include $196,004p92 of nuclear cost items in the 2012

20 Capacrty CostRecovery factor.

'21

22 II.METEODOLOGY

. 23 a. PLEASE DESCRIBE Tffi METEODOLOGY THAT' YOU USED 
.TO

24 REVIEST AND EV.ALUATE THE REQIjESTS X'OR AUTHORTZATION TO

25 COLLECT COSTS SUBNflTTED BY FPL I]NDER THE NUCLEAR COST

26 RECOVERY CT,AUSE. 
4

tl\./



t A. I fii'st reviewed the Company's filings iu this docket and assisted in the issuance of

2 nulnerous inte;mogatories and requests for production of documents. To evaluate the

3 issues relaled to project schedulq cost and risk managemen! I reviewed many

. 4 interrra[ documents, sbtus reporh and correspofidence with regulatory authorities. I

5 reviewed responses to discovery requests and-issued additional discoveryrequesk as

6 needed. I assisted OPC attorneys with the depositions ofFPL witnesses.

I Q.WHAT rS THE PURPOSE OF'YOUR TESTTMONY?

9 A. In my testimonyo I wlll address tlnee subjects. The first subject is the inappropriate

10 metlrodologythaf FPt employs to assess the longterm feasibility of iis BPU uptafe

11 project. Next I will describe how the deficient feasibility methodology and

12 imprudence on FPL's part in the areas of selecting a "fast hac1C' approach for' flre

13 EPU project, estimating the overall costs ofthe uprate projects ancl managing risk

. 14 during the project havo potentially plaeed the utili$ in the position of ineuning

15 unleasonable oosts that are in excess ofthose assooiatedwith an alternative

16 . generation plan and so should be disallowed from the amounts ttrat FPL is authorized

L7 to collect from customers. Finally, I will address the issue relating to the estimale of

. l8 the capital costs of its EPU project that FPL submitted in prefiled testimony dated.

19 May Lo 2009, and that it decided notto update either priorto or durtng the September

20 2009 hearing inDocketNo. 090009-EI.

21 TTT.SIIMMARY O3'TESTIMOI{T

22 a. PLEASE SIIMI\,TARIZE YOUR CONCLUSIONS WrrH RESPECT TO TIIE

23 METIIODOLOGY TIIAT FPL USES TO PERFORM ITS FEASIBILITY

. 24 ANAIYSESOFTMUPRATEPROJECTS.
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I conclude that FPL's comparisou ofthe cumulative present value of reivenue

requirements of two resource plans-one inoorporating the nuclear uprate projec8 and

anoflier without the nuclear uprates- in which EPL excludes amounts already spent

from the capital costs of tlre '\rith uprate" scenario, is ill-suited to flre circumstance of

FPL's BPU uprale project. This is because FPL had little grasp ofwhat the eapital

costs would be at the beginniTg of fhe projeol *d FPL', estimates of the sost of

oompleting theprojecb ('to-go costd) have increased dranratically fromthe outset

Excluding "suhk costs" is an acceptedwby ofperfo'rming a feasibility study when the

overall prdect eost is known,.stable and welldefined. However, iftho project oosts

are largely unknown and estimates are understated at tho outset, and if as a lesult the

"to go" costs increase nearly as.much as the ailtual "past spent''amount &at is

exoluded from the comparison over tinre, the exercise can cause misleading results:

based only on *to go" cosis, the analysis will likely continue to show feasibilif but

when all costs are considered, the projectmay be uneconomical for customers. If

.there was ever a valid basis for using Xhe comparisou ofrwenue requirements as the

means of bvaluating fhe feasibility ofthe uprate projects, it has eroded in light of

FPL's experience with estimating the costs ofthe project. My GDS colleagug Brian

Smith, will illush'ate the problem and propose a means of compensating for the

distortion produced by FPL's inappropriate methodology pending the adoption of a

- replacement methodology. In that regard, for future feasibility studies t recommenA

that the Commission direct FPL to perfomr a "bteak-evert'' aualysis for the uprate

projects similat to the 'break-eveu-" study rhat it prepares to support the long-tern:.

feasibility of its proposed new nuclear uuits; and to calculate separate zuch

"breakeverf'thresholds fotthe St Lucie andTurkey Point sites.
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A.

PLEASE ST]MMARIZE YOT]R TESTIMOI{g CONCERNING

IIL{NAGEN{EN{T IMPRIIDENCE AND YOUR RECOMMENDAfiON TIIAT

THE COMMISSION DISAT,LOW COSTS F'OR THE EPU PROJSCT THAT

ARE GREATER TEAN TEE BREAI{EYEN COSTS.

FPLns uprate projects began with what FPL styles an iuitial "scoping" studn followed

by an "indicalive" bid frorn Bechtel, its EPC conhactor. As FPL's witoiess Jones

acknowledges, an uprate td an existing nuclear unit is a hugely complex underaking.

At the beginning it is imbued with euormous uncertainties. This type ofproject is

uniquely unsuitable for tlre fast track approach, in which an organization commits to a

project and spends large suurs beforc it has any idea ofthe ultimate cost. Not only.

did FPL not have a reasonable idea of the final cost of the pr.olec! FPl.exacetbated

tho situation by failing to quantiS the "breakeven" pofuit (that is,the maximum cost

'per install'dd kW ofuprato capaeity that would be as cost-effEctive or more cost-

effeotive tlran the alternalivo to the uprate). Sueh a "breakeverr-'analysis is betier

zuited to a project that is characteriz€d by substantial unoertainty than is the

comparison of revenue requirements that FPL adopted. as its long tenn feasibility

methodology for its uprate projecb. Bven todag FPL does lot have a good handle on

the ultimafe cost ofthe uprates, and it does uot incorporate a contingency factor that

is adequate for the cfueurnstances. Furlher, FPL was slow to recognize and take into

account early indioations that its initial estimates werti inadequate. These missteps

constituto irnprudence thathas exposed customers to the real likelihood that costs of a

plan with the uprate projects will be higher than corresponding costs of a resource

plan that does not include thq projects. In fact, OPC witness and fello'w GDS

consultant Brian Smith will demonshate tlia! at this stage of the projects, FPL's own

data indicate that customers will seenet costs, not net benefits, tom the uprate
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a.

projects, This is the case even though the biggest expenditures are yet'to come. To

protect tho customers from having to beal unreasonable costs occasioned by EPL's

imprudence, I recommend thatflle Commission should disallorv all costs gteater than

the breakeven cost fi'om the amounttJral FPL seeks to collectthrough the NCRC.

Because estimated capital bosts riud yeais of operations remainiug prior to the

expirafion ofoperating licenses differ materially between the St Lucie and Tbrkey

Point uprate activities, I finther recommend that the Commission direct EPL to

perfrrm abreakeven analysis for each EPU project, so thatthe economic feasibility

antt ihe justiflcation for the oontinuation ofthe extended uprate project at each plant

site caa be evaluaterl individually raflrer than being lumped togettrer.

PLEASE SUMI\{ARIZE YOI]R CONCLUSIONS AND

RECOIT{MENDAIIONS WIIH RESPECTTO fiIE ISSUE OX'WHETHER

rTL STTOUT,D HAVE AMEIqDED rIS TESTIMOFIY CONCERNING TTS

.oF,capfrAl cosTs AssocaTED wTrH Trrtr IIPRATE

PROJECTS DURTNG TIm SEPTEMBER,2009 EVTDEiVTTARY mARING

Based on my review of information provided in disoovery, I.conclude the information

regmding the cost of the EPU projects that FPL inoluded in prefiled testimony in May'

2009 was not the most cunent view of the utilrty, as the estimate in the May prefiIed

te$imony had been effectively superseded by rcr'ised esfimates as of the Executive

Steering Commiffee meeting.of July 25, 2009. At that timen managers of the uprate

projects increased the estimate cohtained in May 2009 prefiled testimony by some

$300 million, representin ga2lo/ojictease abbve the estimate coritainsd in tho

prefiled testimony. FPL's upmte maragers adjusted their estimates of capital costs

again in August2009, whenthey increased estimated. capital costs by another $144.5

A.
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A.

rnillion,.or atotal of $443.6 million more than the amountFPl had been usingas its

estimate since 2007. FPL should have apprised tLe Commission ofthese

developmenti no later thau tho tinre when its witnss testified in the evidentiary

heartng conduited on September 8, 2009, Futher, because the capital cost estimate is

akey component ofthe utility's long-temr feasibility study.whiohthe Commission's

rule requires HPL to present annually,3?L also should have revised its feasibility

calculations to reflect fte inoeased oapital cost estimafe and tho correspondingly

lower bEnefits associated with the increase during the samo hearing. I am informeil

-by OPC's counsel that OPC regards these ftilures as a violafion of the rule goveming

the nuclear cosf recovery olauso.

ry. FFL'S INA?}ROPRIATEMETHODOLOGYFORMEASUNNVC

LONG TERM FEASIBILffY OF' TJPRATES

PLEASE SUMiT{ARIZE Tfo iITNTSODOLOGY THAT F'PL EMPLOYS IN

ITS AI{ALYSI"S OF' THR LONG TERVf FEASIBIIXTY Oi M, UPUTT

?RO.ItrCTS.

FPL uses a methodology called the Current Present Value of Revenue Requiremenb

(CPVRR). Usingthis methodology, the Company conipares the revenue

requiremeuts flowing from a generation portfolio containing the EPU projects to a

generation portfolio without the EPU projects for the entire lift of the projects. The

revenue requirements include fuel costs, capital costs, operating costs and all other

eosts related to.opemtion ofthe plaub. FPL calculates.'the present value ofthesd

costs ald compares the sum ofthe.revetrue requiiements for each generation

portrolio. The generation porlfolio with the lorver CPYRR is considered to be the

morb economical portfolio. FPL exoludes expendifures incurred prior to the analysis,



1

2

and includes only the remaining costs to complete the unit as capital costs, on the

basis that the expeilses incuned in prior periods ale 'osunk costs."

I}ID YOU ADDRESS THIS CHOICE OFSIETHODOLOGIES IN THE

TESTIMONY THAT YOU SI]BPtrI]TED IN I}OCI{ET NO. 1(}OOO9' PRTOR

TO THE DECISION TO DEFER FPI-RET.ATED ISSIIES TO THIS

ITEARINGCYCI,E?

Yes, I discussed my view ofthe shortcoryIngs of tho mcthodology as it is applied to

tho EPU uprate projects in the prefiled testimony that I presented in Docket No.

100009-EI. The commEnts that I made in that testimony remain valid

.

PLAAS"E.TELL THE COMMISSIONERS WHT VOU BELIEVED THEN,

AND CONTINUE TO BELIEVE NOW, rgar FPL',s METHODOLOGY, AS

rI rs APPLIED TO Tm EPUTIFRATE PROtrECTS,IS D. EFICTENT,

The CPVRRmeflrod utilizing only costto complete is apptopriatefor evaluating a'

project with known and sfabls iost. As I explained in my testimony in Docket No.

100009-EI, this method is not appropriate for evaluatingthe economics of a project

for which ths final estimated cost is rapidly increasing. Ifthe estimated totil cost is

increasing at a rate that apptoximates flre expenditures on the project, the cost to

complete will be unchanged while tle total project cost is mpidly increasing. This

masks the tuo pieture of 'rhether the project is economioally feasible.

A. ARE THERE INDTCATTONS TIIAT TrIn SHORTCOMING THAT YOU

DESCRIBE IS AFF'ECTING THE VALIDITY OF THE RESULTS OF THE

ANNUAL ANALY$S THAT F"L CONDUCTS?

J
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t)
I . A. Yes. As discussed further in thetestimony of OPC witness Brian Srnith, it appears

2 that the EPU piojects provide net co$ts, not net benefits, to customers whentotal costs

3 of the project are considerred and compared to the altemative geueration portfolio.

4 YeL FPL's feasibility analyses, which ignore past e:rpenditures, 
"ontinuo 

to show that

5 fte EPU pmjects have economio benefit"

7 A. HO\ry DOES TFfn METHODOLOGY THAT BPL EIIRLOYS TO MEASURE

8 LONG TSRMSEASIBILITY O3'ITS E.PUI]PRATE PROJECTS COMPARE

9 TO ITIATWHICflITUSES TO ASSESS THEEEASIBILTTY OF'ITS

10 PROPOSED NETS TURI(EY POINT ITUCLEAR IINITS?

LL A. FPL uses a o'breakeven" methodology to assess the feasibility ofthe uew Turkey

72 loint 6 and.7 unib. Inthe breakeven methodolory, FPL calculates the tohl capital

13 cost at which the CPYRR of a generation portfolio including the new nuclear units

14 equals the CPVRR of the altematE generation portfolio. Ifthe cost ofthe new nuclear

15 units exceeds the breakeven cost, the units aro uot economically feasible. Ifthe cost

16 is less than the brealceven cost they are economically feasible.

t7

18 a. WHATII{FORMA*TIONDOES ABREAKEVENANALYSTSPROVIDE,AND

L9 IN WFAT CIRCIIMSTANCES IS THIS INF'ORMATION USEF"UT,?

2A A. A breakeven analydis piovides the project total cost that the project must come in af

2I or below for the projectto be beneficial to ratepayers. This informaJion is very usefirl

22 for project managers to monitor the ultimate feasibiliiy ofthe project as the project

23 proceeds. Ifproject cost estimates are rapidly increasing, the breakeven analysis

24 provides an early warning to project managers that the project may no longer be

' 25 feasible"

11
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I

z a" HAs FpL C0NDUCTED ABREAT(EVEN.ANALVSIS FORITS UPRATE

3 PROJECTS rsAr N SIMILAR To Tr:IlE ONE IT PERFOBI{S FOR fls

. PROPOSED NEW NUCI,EAR UNITS?

5 A. No. InresponsetoOPCInterrogatoryNo. 35 (includedasExhibitWRJ-3),which

6 asks FPL to explain why a breakeven oost analysis was conducted for Tl.rrkey Poinf 6

7 
.and 

TbutnotfortheEPUproject,FPLstates:

I It is not necesbary to perform a breakeven cost analysis in
9 orderto evaluateapotential generatingunitoption.

10
11 This response firtler sbtes:
L2

13' InitsneedfilingfslthsTurkeyPoint6and7project,IFf-
14 choso to infroduce anew breakeven cost calculation
15 approach for that speoifio projecl This approach was
16 developed ancl utilized because ofthe more numerous ateas

L7 ofuncertainty thalrvould aftctthe analysis of amuch
18 longer-termproject.
19

20 Intestimony (Sinlvlay 2,20LI page 10, lines L2- 14, FPL assertsthatthe

2l comparison ofthe cumulativenetpresentvalue ofrevenue requireqnents is the

22 approprtate methcid to uso for the uprate projects. FPL offers no explanation for this

23 position.

24

2s Q.DO YOU AGRES WTrH IPL ON Tflrft POINT?

26 A. No. I believe the breakeven analysis is more appropriate than the CPVRR

27 "methodology for the uprate projects, just as it is the melhodology of choice for the

. 28 proposednewuuits.

.29

. 30 a. TNREspoNsEToOPCINTERROGATORYS5F"LDISCUSSESITSUSE

31 OF'A CPVRRANATYff$ TO EVALUATE THE WESI'COUNTY ENERGY

TZ
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2

CEI{TERUMTS, DO YOUAGREE THAT troS TS AN'APPROPRTATE

ANALOGY?

Nq I do not. The use of a CPVRR evaluation is appropriate for the Wbsf County

Energy CenterUnits. These are gas fired, combined oycle units ofwhich hundreds

have been constructed around the counhy. FPL has extensive experiencg including

rscent experience, in constructing this type of unit For a unit with Ngh cost

certainty, such as a combined cycle unit a CPVRR evaluation is appropriata This is

clearly not the oase for the EPU projects.

WHAT SNM"A.NTTIES ENST BETWEEN TTIE'. PROJECT TO BIJILD NEW

TJNITS AND THE UPRATE PROJECTS TE{TI,EAD YOU TO STATE THE

SAME TYPE OI'FEASIBILITY ASSESSMEiYT SHOI]TD BE PERFORMED

FOREACE?

Because ofthe complexity ofthe projeot and FPL's decision to *fast traclC' its

constructiou prior to the oompletion ofthe engineering design irctivities ftat are '

necessaryto quantify costso the costs ofthe BPU uprate projects are as highly

uncextain, if not more so, &an the costs ofthe new Turkey Point units. (I will

develop tho level of uncertainty that supports this observation more fully in a later

seotion of ny testimony) Accordingly, everything that FPL said about the suitability

ofthe breakeven analysis to flre proposed new nucleax units is frrlly applicable to the

EPU uprate projects. As the uprate projeots progress., it is important for project

managers to rtcognize when the project cost forecast is approaching the point at

which the project is not economically feasible. Reliance on only a CPYRR

methodology can result in the continuation of a project when it is no longer

economically Gasible and rvhen it is too late to make necessary changes.
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WEAT ACTION DO YOURECOMME}ID TO THE COMMISSTONON THrS

SUBJECT?

I recommend that the Commission find the long term feasibility methodology that

FPL applies to its uprate projects is inapfiropriate and should notbe accepted. I

reconnmend that the Commission find tbat tho results of the feasibility analysis

sponsored by EPL in this oase are misleading in that they mask what can be

desuibed a"shorffall in oost-effectiveness" of the uprate projects that I attribute to

nanageme.nt imprudence. Finally, FPL should be directed to perform a breakeven

analysis for its uprate projecb sirnilar to that whish it pnepares annuallyfor its

proposed new units.

NryNUPPT.ICE Otr'T?L'S I}TANAGEMENI OF'THE EPU PROJECTS

HOW TS F"L APPROACHING THE PI,ANNING AND CONSTRUCTION OF'

rm riru upnarr PROJECTS?

FPL is employing what is called a "fast traolC' approach.

WHAT rS A (TAST TRACT(" METIIOD OF CONSTRUCTING APROJECT,

Ah[D HOW DOES IEAT DIF'FER FB'OM A NORMAL ASPROACIT?

FPL wifiress Jones, in his May 2, 2011 testimouy, aJ Paee 17, quotes the Project

Manage.rnentlnstitute's "AGuide to theProjeetManagementBody of Knowledge",

third edition. I will quote from tle same booh paga 146:

Fast Tracking" A schedule compression technique in which phases or
activities that normally would be done iu sequerce are performed in palallel"
An example would be to consf,'uct the foundation for a building before all the
architecfure drarvings are conrplete. Fast hacking can result in rework and

inereased dsk. This approach can require workto be performedwithout

L4
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complete detailed infonnation, such as engineering drawings. lt results in
frading cost for time, and inereases the dsl{ of achieving the shortened project
schedule - (emphasis added)

WIIAT ARE TIIE ARCHIIECTURE A}ID ENGINEERING DRAWINGS,

AND WIfg WOI]LD PROCEEDING WflHOUT COMPLETE DRAWINGS

TF.SUT,T 
IN INCREASE COST FOR TIIE PROJECT?

The architecture and engineering drawings provide the final engineering design of the

project. . "Finai engineeriug desigd' refers to the full qpecifications (size, materials,

configuration, eto.) of tho physical components to be installed. Proceeding without

complete drarvings andengineering can rezult in increasedproject costs in sevem.l

ways. Firs! as described above, rervork may be required ifthe final design is

different from apreliminary design fhat is implemented oothe project kr addition,

until the finail design is complelo, the t'ue scope ofthe project is not known and the

final cost is irnpossible to estimate with any degree of accumcy. Thus, ttreactual

final cost may be significantly mor'e than the original estimate because the scope of

work included in the original esrimate was incornplete. Finally, an engineering and

consfruction contuactot will not be able to provide a firu bid on a project based only

o.n preliminary engineering. Since the soope is not knowno dre risk is too grcat-

Thereforq to protect itsel4 an engheering and conshrctionpontractor will only

provide a bid on a "time and materialsl'basis. This results in a.high likelihood of

increased cosb. .

DOES FPL PLAN TO PERX'ORMWORKWIIHOUT COMPT,ETE DESIGN

DRAWINGS?

Appatently, FPL is consideringthis option. The pace ofthecompletion of design

engineering drawings has been far slorver than that which would be needed to support

FPL's implemehtafion sohedule. I will develop this point in greater detail later in ny

15

a.

o



t

2..

J

AT

5

6

7

I

9

10

1L

L2

13

14

15

16

t7

18

19

zo

2t

22

23

24

25

testimony. F<i1my immediate pulposes, I have aftached as Bxhibit WRi4 a graph

fhat FPL uprato managers presented to EPL's Exeeutive Steering Committee for the

neeting of October2 7,20L0. The.graph depiotsthe actual amountof design

engineering for the St- Lucie uprzte project that has been completed over tirne, and

shows the status (as of the October 2010 meeting) of the design engineering rvork

relalive to the stated target date of July 2011 for g[Yocompletion oftlie work. To

gain an appreciation for the degree to which tho rate of completed design engineerlng

would have to accelemto in order for FPL to achieve its current schedule for

accomplishing design worlq I have addedadatapoint reflecting the sfatus of

engineering as of April 2011 -- the most recent date for which I have FPL clafa - and

then drawn a dotted lino to connect that date to the target date. The steep dashed line

shows that for FPL to adhere to ifs schedule for placing fhe additional megawatfs of

capacity associated with the uprnte projr"tt.iot? servicg either the speed with whioh

FPL and Bechtel are perfurming design engineering would. have to increase

dramatically-at a rato which experience to tlate suggests would be highly unlikety--

or EPL u,ould have to perform conshuction withouf liaving completed design work,

whichwould mean the ultimate costs would be even more uncertain. Of coursq the

altemative would be to slip the schedule. Howv"r, thaf would also have

consequenoss in the form of increased cosb and a smaller amount oftime within

whichto generate firel savings suflicient to offsetthe capital costs oftn, uprutu

additions before lhe nuolear units' operating licenses expile-all ofwhich has

implications for the projects' economic feasibility. To date, FPL's position has been

that it intends to adhere to the existing schedulg notwithstanding the large amount of

design engineering that remains to be done, Tlrat plan necessarily entails the type.of

cost risk to which the publication tefers. FPL witness Jones, in his deposition, stated

16
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that ifportions ofthe design engineerlrg are not ready in time to supportthe

implementation schedule, it rvould be possible to undertake conshuction 'oat risk" in

advance of the completion of design rvork (Jones deposition transcript \no22,20l1,

at pages 23 -24)- This, as his term 'oat risk" implies, is very risky from a cost,

schedule and NRC poini of vielv

IS X'AST TRACKING APPROPRIAIE FOR PROJECTS SUCE AS THE F"L

F;PUPROJECTS?

In my opinion, it is not. I agree wholehealtedly with FPL witness. Jones when'he says

"Tho EPU project is of extraordinary managedal and technical difficulty. FPL's EPU

project represen8 one of the largest and most oomplex nuclear design, engineering

and conshuctionprojects undertaken in the nucleal industry sincethe construction of

thelastgenerationofU.S.nuclearplanb-" (Joneslvlay2,20l1.testinon5pago4,

lines 16 - 19) Flowever, this has been trre of the projects fiom the outset These

projects represent a combined 450MWe of nuclear capacity, which is larger than

some existing nuclear plants. Practieally all of the last generation of nuolear projects

to which Mr. Jones refers were buifi witfr variations of frst track, time-and-materiatr

conhacts with disash'ous results from a cost and soheduling standpoinl The utility

industy said "never again." For the current generatiotr ofnew nuclear units, utilities

have chosen to.negotiate conhacts that have fixed scope ar:d fixed price features to

conaol oost and provide some degree of oosf certainty to ratepayers, stockholders

and regulators, This is the approach wisely taken by FPL and PEF in approaohiug tho

TurkbyPoint 6&7 andl-evy.l&2 projects" Nevertheless, FPL haq chosentci approach

the EPU projects in the samq high risk manner in which the last.gendration of nuclear'

units rvere buill

o
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a. DoEs FPL ACKNOWLEDG& THAT THE FAST-TRACKPROCESS HAS

CAUSED PROBLEI\4S?

Yes. On July 25,2019,the EPU project management gave a presentation to ttre

Executive Steering Committee @SC) revealing significant project cost increases.

Part ofthe presenktion consisted ofproject management executives discussing the

o'lsssons leamed' so far inthe projecL Concerning the frst-tack process, the

following bullets were included:

o Underestimated the risk and costs associated wift the fast track project

concept (Turkey Point 7 125 l2X0d up-date page 39-B ates 000094)

a Fast Track Modification Contro l(Turkey P oint 7 f25 /2009 update page 40-

Bates 000095)

Looked atthe project only fionr a high.level risk assessment

Should have don(e) a more detailed risk assessment whbn establishing

flro budget

Did not assess the quality of original site staffing due to fast tuacking

These comments are from the Turkey Point presentation. Those from fte St' Lucie

presentafion are essentially fhe same. (Bates nunrber 000474 and 000475)

DID THF'. FNO.TN TS START OI]T AS FAST TRACK

PROJECTS?

No- Based on infonnation that OPC acquired frorn FPL's former Vice President-

Uprates during discovery, it is rrry understanding that FPL contemplated proceeding

withthe uprate activities using FPL's normal project nanagement pr:ocess befor,e

senior management ditected project managers to use flre "fast track" approach to
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atempj to place the additional megawatts on line by 2012. See Bxhibit WRI-I1.

Pages TR-25-28.

IS THE STATUS OFPROJECT DESIGN COMPLETTON AI{

IMPORTANT FACTOR IN THE SUCCESS OF A PROJECT?

In my opinion, it is exlrenely imporfant. Completing tle design is the key to

knowing the cost and schedule. Prior to the design reaching a relatively higlr state

of completion a significant amount of uncertainty exists in the key drivers of

project cost and schedule including:

o Number ofmodificationstobe insta[ed;

Estimated craft manhours;

Estimated en gineering cosb;

Estimated equipment costs;

Estirnated m aterial costs;

Licensing requirements;

Project uiticalpafh.

As a result, eost and schedule estimaJes for a fast tack project are highly

uncerbin: Actual projeots cosb are likely to exceed initial estirnates as the design

of the proj.ect is completed and the scope ofthe project is identified. Initiating a

very large and complex project with a high level ofcost and schEdule uncertainty

can lead to an unsuccessfirl project that does not provide the hoped for benefits.

poEs cosT cERTA[{'fr INCREAS'E'AS DESIGN ENGINEERING

ADVANCES TOWARD C OMPLETION?

15
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1A" Yes, and FPL agrees. Page 10 ofthe September 9, 2009 presentation to the FPL

Exeeutive Steering Committee @SC) staies:

Engineering and Designwill couiplete in December 2010

improving cost certainty.

(As of April 18, 201 1, anly 31% of the engineering design projects, called

modifications or'lnods," have been completed-)

Page7 of the March S, 2010 presentation (a lifrle over ayear ago) to flre ESC states:

The project is atthe very early stages of design. Cost
certaintywill improve as desigu is completed.

THESE QUOTATTONS ABOVE REF'ER TO TITN q}ESIGN'" WHA:[ IS

MEANT BY THAT?

T'hese statemenb are refening to design engineering. The project record is ftll of

refercnces to coSuucertainty uzually associated with the status ofthe desigu

enginoering ofproject modifications. Design engineering on this project is divided.

into disuete packages that are associaled with a particular projeet or modification.

Examples are Turkey Point Uuit 3 Main Feed Pump Replacement Condensate Punrp

and Motor Replacement and Containment Q6eling Modifications. Thetotal EPU

projects cunent$ cousist of 209 Mods, including 95 at St. Lucie and 114 at Turtey

Point. Over the past year, fhe projects have grown from 191 to 209 Mods, and there

likelywillbe more.
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Q.WEAT r$l THE STATUS OF DESTGN ENGTNEERING AT THIS TrME?

A. As I said eariier, the lafest information that I have is as of April 201 1 . It was supplieil

by the Company in its responseto OPC Interrogatory 50. It states tbat3l%or 65 of

the 209 Mods have completed desigir engineering allowing some cost certainty for

. thoseMods. FromJanuary20i0uutilthelatestdataprovidedbyFPLiuApril20ll,
20
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apedod of 15 moufhs, the FPL EPU organization has completedthe design of 65

Motls (31%d or a little over 4 per month. They are seheduled to oompleto all209

Mod.s by. tJre end of 201 1, or 144 over B months, or about 18 per rnonth, requiring a

significaut increase.in the completion rate aohieved to date. WRf-4, to which l
' refsn'ed earlier, is a graph from the October 27 ,zlll,meeting showing the sehedule

for Design Modificafion completion. The dbtted the indicating the slow pace ofthe

progrcss during the sk months prior to April 18,2011 andthe additional line

indicatingthe steep rate of acceleration that would be needed to enable FPL to rennain

o'on courso," provide a dnamatic visual of the lack of engineering progress.

Q.COUII} II BE THAT A }\{UMBER OF MODS ARN ALMOST COMPI,ETE?

A" According to tho data, there are 23 Mods that are between 90% and 100% complete

and 37 that are between 30% and9[% complete. Thero arc 67 that are between 09/o

and S}Yocomplete and 17 that have uot been startd. I do not fmd these figures

encouagmg.

Q-rsrm coprpANy coNcERNED ASorIT Tms sfFuATIoN?

A" Yes, they are. In the March Z3,10LL,ESC presentation (Exhibit WRI-S) on page 21,
FPL states that:

' Bechtel (the EPC oontragtor) has struggled with meeting
preoubge milestones for rlesign modiffcations '

requiring fucreased focus and management aftention"

It also states that recovery plans have been estabiished. FPL wituiess lones stated in

his deposition of June 220 2011 that he has started conftacting out sorne oftle work to

other engineering frms. (Jones deposition transmipt, June 22,2}'l,1,page A2,lines 22

-24) With an outage starting in fiye months, this may be too Iittle too late. I have

noted in tlr" Comp*y's response to OPC Interogatory No. 56, whioh asks for the
2L
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1 outage schedule, that every outage date IS prefaced with the tentative "cuirently 

2 scheduled..?' 

3 

4 Q. HAS LATE ENGINEERING ALREADY CAUSED DELAYS IN 

5 COMPLETING THE EPU PROJECTS? , 

6 A. Yes., The outage for.completion ofimplementation6fthe firstEPU project, St. Lucie 

1 1, has slipped three months The other 

8 outages have slipped some also. The ESC was, told at its Mal.'ch 23-, 2011, meeting 

9 (ESC slides. page 36) (Exhibit WR1(FPLJ-6) 

10 Moved outage startdates to provide additional time,for 
11 engineering and plapning" bringing more certainty with 
,12 execution. ' 
13' 

14 Q. WHAT IS l'HE ClJRR,ENT oVERALL STATUS. OF TB:.E PROJECTS? 

15 A. As witness Jones indicates in: liis testimony, th~,projecU! are still iittbe'ell;Ily 

16 ~~es. Engineermg is, oJ;liy 50~ complete oli a marihQurbasjs and only 31%of 

17 th~ known project modificatiotl d,esigD$ are co1l1plete, At th1.~ pqint, ~ccordjng to 

18 Dr. Sim, FPL hil$ spent QPJy $700 million out of $2.48 billion tPtal. The first 

'19. major EPU implementation and~otjlpl¢tion outage is coming up at St. Lucie I, 

20 only some 4 ~ months away, and I WQuid pornt out that {OJ; that'out\'lge only 15 of 

21 45cijITently identified Mods bl:J,ve cQmpleted engi\1eedng. FPL has hitedall 
, . 

22 outsi<le; estimating firm tp help costQQt the completion 011 over 100 Mods for 

23 Turkey Pohn, inPicating tb",t they ill" a lortg way from luwtng (:(),sts pailec!: down. 

24 on construction at Turkey Point. (FPL Respqhse to ope Interrogatory Nt;>, S3) 

25 Because tliis Turkey Ppint estimating work is in the early stages, I expectthat the 

26 eSthnati.n~ for consnuction 'at St. tU<1ii~ is also very. e~ly fn, its development. FPL 

27 has to. spehQ almoSt $2 bjllion (according tp their soft numbers) over the next 1~ 
22 
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months for work that is, as oftoday's date, unplar:ned and unprioed. Based on

what they know now, the almost $2 billion oan only be an uneduoated guess.

ARE THERE OTHER ISSI]ES TTIAT ARE OF' CONCERN FOR TEE EPU

COST AND SCMDULE?

Yes. Witress .fones identifies a number of additional problems beside the design

in lris May 2, 2011, testimony: (Iones N{ay 2,20li,testimony, pages 35 - 38)

. Stuctural Integdty-Tllis factor deals with the ability of existing buildiogs,

floors, walls, etc. to support nerv,heavier eEripment in place and also as the

equipment is tanspofed to its proper position in the plaut. This engineering

and planning work has not been accomplished and will cause additional

engineering as rvell as consftuction

n Limited Work and Staging Space-Because ofthe numerous mods to be

accomplished at the same timg the. plaming and seheduling of simultaneous

projects intle samework spaces are very difficult. This will cause additional

engineering and labor eosts

" Rigging ofEquipment-Ivlr. Jones states that somo ofthe equipment to be

replace or modified weigh up to 185 tons. Sonre of it is in plaoes thatma

difficult to acsess. The additional costs are associated with ongineering and

implementation of this unplanned for work.

' OperatiugPlantBnvhor:ment-f discussed this oarlier. This means that every

action takeu inside a licensed nuclear poyer plant must take into accounf the

plants NRC technical qpecifications. For examplg there will sone equipment

that cannot be taken out of seruice unless a backup is in operafion. Plrysical

security, health plrysics, and radiatitin protection specifications must be
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strictly adhered to. Fib:ess for duty requirements must be applied to all plant

and sonh'actor p ersonnel"

' Worlc O{der Plannixg gn4Integration with Routine Outige Activities-Work

in operating nuclear facilities must be detailed rvith shicf specific procedures

thatmust be developedbefore workbegins. Alro, during arefteling outage at

a nuclear power plant, there is a beehive ofactivity that will be taking place

norrnally without the inibllation ofthe 209 mods. Coordination ofthese

efforts wi[ increase cost and lengthen sohedules.

Witoiess Jones indicates in his response to OPC INT 80 that:

.. .the extent and impact ofthese complicafing factors cannot be firlly
deternhred until the associated engineering and sonstouction planning
activities are completed,

a. wrIAT DO yOU CONCLUDE CONCERNING THE MANAGEMENT OF'

THE FPL EPU PROJECTS?

A. I conolude that that the deoisiou to t?st track theso projects and to pursue them

without performing a breakeven analysis was an imprudent deoision on the part of

FPt management. I expect significant increases inproject cost and more project

delays iu the coming two years. kojeot cost will not be knon'n until tte project is

complete, renderingFPL's ieasibility analyses ofrelatively littleuse. This fast

toack decision will likely result in costs that will significantly exceed the cost of

the studied alternative.

a. How woul,D You DESCRTBE THE NATURE OF F?L'S EPU

PRoJECTS, rN TBRM$ O3'Tffi DEGTREE OF LNCERTATNTY AND

A. As witness Jones states in his testimony and I have discussed above, the EPU

projects are the largest ald most complex since the last generation on U.S. nuclear

24
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2

plants. I would maintain that it is even more complex, because it must be

accomplished within existing operational nuclear plants' c.reating all the

expensive complications that wihress Jones discusses so well. I would add,

howevero flrat witness Jones' poinb regarding complexity have been known fi'om

the beginnings oftho projecl and demonshate why the decision to 'ofast traclC' the

uprate projects rvas so rislry-

rN YOUR OPTDIION, DO FPL',S ESTIII{ATED COSTS CO}IIAn\

ENOUGH.CONTINGENCJf AT THIS TIME GIYIf,'I TIM PRESEFIT

STATUS OF' THE EPU PROJECTS?

Nq they do not. In its answer to OPC Interro gaxory 7'1 , FPL states that its

contingeucy in its cunent nrunber is from 0 to 7%, which seeru quite small

considering that the engineering is only 50 % complete and the major construction

has not yet been ostimated to the level of detail necessary to set up consfuuction

contracts (See responseto OPC Inten'ogatory 83) In nry opinion, ahigher

contingency commensurate with the current design aud construotion stafus would

be appropridte

a. F?L'S'PAST AND CURREIIT FEASTBILITS ATAI,YSES INDICATE

, THE E"U UPRATE PROJECT IIAVE BEEN AND ARE CURRENTLY

COST-EFT'ECTTI4E TO CUSTOMERS. DOF.S TH{f ATI"AY YOUR

CONCERNS REGARDING THE SIGNTFTCANT INCREASgS IN TIIE

CAPITAL COSTS THAT F?L EAS ESTTI\{ATEP IT WILL INCURTO

COI\{PLETE TIIE PROJECTS?
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A. Nq it does nof. As I discussed above, the capital cosfs are still uncertain at this

point. As OPC Wifiress Brian Smith points out the EPU projects are not feasible

uuderthe base case assumptions when costs spent to date are included. FPL has

not calculate.d a break-even cost and therefore does not knorv how much the

ratepaylrs can aff:ord for thgm to spend on the projects. I recommeud thatihe

Commission order EPL to immediately submit a breakeveu analysis for the EPU

projects. fh*g St Lucie and Tirkey Point projects should be looked at separately

inthe analysls, with a break-even cbst identified for each pmject

WEY DO YOU NNCOTTMMNP SEPARATE ANALYSES FOR EACH

PRO.IECT?

At current estimates, the Ttnkey Point projecf s estimated cost is approximately

$250 million more than the estimaJe for St Luoie. It is my understandiug fhat the

capacity increase for the Turkey Point EPU project is less than that for St. Lucie.

In addition, the operating licenses for Turkey Point expire u.2[3zand 2033,

'srhile St. Lucie's operating licenses expire in 2036 and 2043, giving SL Lucie 14

more unit-years of operation. Bear in mind that tha economio feasiliility of an

uprafe project depends onthe ability ofthe additional megawatts of nuclear

oapacity to generafe fuel saviugs over timothatwi[ more than offset the "price

tagi' of capital invesMent. The higher capital costs" Iower increments of

additional nuclear generating capacity, and shorter periods ofserviee present a

greater "hurdle" that the Tbrkey Point uprate aotivities rnust overcome to

demoustrate economic feasibility. These differences between the two plants may

possibly show that the SL Lucie EPU has been '"carrying" the Ttrkey Point EPU.

a,

o
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In any event dre differences warrant separate analyses for the plant sites, aud

separab deeisions with respect to whether each should continue.

TO BE CI;EAR, HOWHA"S MANAGEMEi\rI TMPRUDENCEIN

MANAGING rm epU UPRATE PROJECTS, TNYOUR OPTNTON,

coi\TRIBTtTED TO TrrR STTUATION IN WHICH, 1YITH RESPECT TO

WEETTTRR CUSTOIVIER,S 1VILL REALTZE NETBENEF'ITS OR}IET

ADDruONAL COSTS, Tm ECONOI\fiIC FEASTBTLITT OF THE

PROJECT IS QUESTIONABLE ?

FPL's imprudent decision to fast hack the EPU projects has led to a situation in

which EPL is spending substantial suls of money very quickly whils not .

knowing whal the final bill is going to be. As FPL has acknowledged, it is

impossible to know whatthe projects will cost rmtil the dosigns are complete"

The final designs were only 3 1% complete as ofApril t ti, 201 1. By using

inaccuratq understafed estimates'ofpoject costs and ignoring money already

EpeJTt, the pro3ects will always look feasibls even though they may ultimately cost

the rate payer more than flre alternative genemtion porffolio.

EVEN IF'F?L,S EPU I]PRATE PROJECTS TT]RN OUT TO BE NOT

C()ST-EFT'ECTfVE, rSN'T THAT OXT',SET BY Tm, PROJECT',S tr',UEL

sAvrNGs,'F UEL DTVERSrIY .&IlD LOWER EMTSSIONS OF

GREENEOUSE GASES?

A. Project fuel oosts aro the majority ofcosts that are included in the CPVRR or

breakeven analyses. Thus, theso savings are already.considered" The cost of

geenhouse gases is also taken into account in CPVRR and breakeven analyses.

a"
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The value of fuel diversity has not been quantified, and should be a matter of

Commission policy; however, the filel diversity benefits caanot be evaluafed in

isolation from a realistic appraisal of economic feasibility, and would not be

rvofh pursuing at sorne level of cost

WIIA:I DO YOUR OBSERVATIONS REGARDING MANAGEI\,IET\iT

III{PRIIDENCE, INDICATE WTrfl RESPECT TO THE AMOU'ITIS

C0LLECTED FROM CUSTOMERS rN 2A0L,2A'i0,2A11, AltD THR

AMOT]NT THAT FPL WISIMS TO COLLECT IN 2012?

I reconmend tlat the Commission require the Company to detemine a breakeven

cost for eachproject. The Company should be allowed to collect fiture amounts

upto the breakeven cosls. Amounts for 2009, 2010,2011 md,Zll2could be

collected as long as the breakeven values have not been sxceeded. The amount of

the breakeven cost could be reviewed and fuedup each year.

BASED ON YOT'R TESTIMONT ON THE SUBJEC1T OF' PRI]DE[{CE,

WHA]T ACTION DO YOU RECOMI\{END TO THE COMS{ISSIOM

I rEoommend that the Commission take the following actions:

l. Orde.r FPL to submit a breakeven analysis for eac.h'EPU projec! St. Lucie

andTurkeyPoinl

2. Based on tlrese analyses, determine if Tukey Point EPU should be

continued.

3. Limit future recovery ofEPU capital eostto the amounts determined in the

fibal breakeven'analyses as filed by FPL at the conclusion ofhre pro.lect

andrevierved arid approve.d bythe Commission
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VI.THE 2OO9 ESTNTA.TES OF' UPRATE-REI"ATED CAPTTAI, COSTS

HOW DID YOU COI{DUCT YOIJR REVIEW OF' THE 2OO9 ESTIII{ATES OF

UPRATE-RELATED CAPITAL COSTS TO ASCERTAIN WHETHER THE

i\{AY 2009 ESTII\{ATES REPORTED IN F?L's PREF.ItED TESTIMOFIY

SHOT]I,D EAYE BEEN UPDATED PRIOR TO ORI}I'RING THE

SEPT]OMBER 2OO9 EVIDENTIARY HEARING?

As fhe Comrnission leamed last year, in February 2010 FPL engaged Concentuic

.Energy Advisors to investigate an employee complaint lefter. In the letter fhe author

expressed his concern about Gmong other things) the disiegard with which managers

ofthe uprato Fojects beated indioafions that the ebsts oftle plojects were rapidly

increasing beyond the initial estimates, and tho manner in which EPL would report

those increases inthe costs oftho uprate pnrjeots to the Commission. In June 2010,

John Ree{ President of Coucentric Energy Advisors, submitted to FPL a report in

which Nh. Reed concluded that the May 2009 estimates contained in FPL's prefiled

testimony were not the best information knowri by FPL atthe time ofthe S.eptember

2009 hearing, and tlat EPL's witness should have revised the estimate to reflect the

utility's then current view of tho costs. As the Commission is also aware, FPL took

issue with its consultant's finding in this regard prior to the time that the Commission

defeued FPl-related issues to the 201 I hearing oyple. In this dockef Mr. Reed has

reiferated. his conclusion flrat FPL should have {evised ib estirnate of capitai costs

upward prior to or during the Septmber 2009 hearing while FFL witnesses Art Sta"ll

and Armando Olivera sontend that because the updated cost information was zubject

to fiufier revierv and efforts to conhol, FPt had no basis on which to revise its May

2009 prefiled testimony at the time of the September hearing. OPC asked me to

perforrr an independent review ofthe facts and circumstanoes thaf gave rise to tlrese

F

U,:l
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A.

diftering assertions,. and form my own conclusion regarding whether FPL should have

updated its May 2009 testimony to reflect higlrer projected capital cosb at the time of

the September 2009 hearing.

WHA1T INFORMATTON DID YOU REVIEW IN 3'ORMI]LATING YOIIR

OPIMON?

The documents and materials that OPC requestcd in discovery and that I reviewed for

this puqpose include the bullc of fhe materials that Mr. Reed tisted in his June, 2010

report.. In addition tothese materials, I reviewed EPL's answers to OPC's

intenogatories, FPL's prefiled testimony in this docket and the tuansuipts of the

depositionsofArtstall, JohnReed, andTerryJones. Bytelephonq Imonitoredthe

deposition of fornerFPl Vice Prcsident-Uprates RajivKundalkar, who spoosored

the May 2009 prefiled testimony on the subject of capital cost estimales during the

September 20 09 hearing.

PLEASE DESCRIBE Tffi FACTS ON InIHICH YOU BASE

CONCLUSION TEATF'PL DID NOT PRTSENT THE BEST AYAILA3LE

INF'ORMATION REGARDING TIs ESTIMATE OF' T}{R COSTS OB'

COMPI,ETING THE UFRATE PROJECTS OUNtr.{C THE S:EPTEI\{BER 2O(}9

UVIDENTIARYffiARD{G.

The original estimate for the EPU projecb was based otr conceptual scoping studies

and indicative bids from the EPC conbactor. Detailed engineering was essentially at

zero percent, and there was a'high degree of uncertainty in the project estimate-

During 2009, EPU project management ntado monthly presentations on the EPU

project, including eostestimates, to FPL's Exeeutive Steering Commiftee (ESq. Irt

a.

A.
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the May 2009 presentation'to the ESC, the total cost forecast for both St. Lucie and

TurkeyPointremainedthe siure as the original estimate. (OPCPODI, No. %

FPL000103 - 000132) (Exhibit S/RI-7) However, a closer examination of the May

2009 forecasts shows rhat the total of costs for engineering maferials and 
.

implemontafion had increased from the original estimafe by over 25Yo for St Lucie

from ($al5 rnillion to $595 nillion) and over 27% for Turkey Point from ($546

million to $696 million)

PLEASE EI(PLUN HOW TEESE CAT'EG0RIES COULD HAVE

INCREASED IF TTTE OVERALL ESTIII{ATE DrD NOT CHANGE.

Atthe outret ofthe project the uprate managers incluiled a component in the estimate

that they labeled "Scope not estimated." Thereafter, each inrease in cosfs thal the

managers identified was assumed to reduce the "Scope not estimated" by tho same

amount

DO YOU AGREE WTIH THE, MAI{NER IN WHICE XPL USED (SCOPE

NOT ESTIMATED' TO MAINTAIN A CONSTANT PROJECT ESTIMATE?

No. Necessmily, the premise forthe practice is that FPL had accurately quantified

to the dollar, the ultimate cost ofthe project when in fact FPI because of its decision

io "fast tark" the decision, had Litfle grasp on the oosts that would be inourred. FPL

had no basis for using the 'Soopo not estimated' as a 'balancing adjushnent." In his

report, John Reed of Conoenhic Energy Advisors also criticized this practice.

a.

f;

H,

$1.

Er

a.

A.

PI,EASE CONTINT]B.
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The Cost and Budget Summary maintained a constant Total project cost by reducing

the oost allocation for "Scope not estinrated" from $182 million to $69 million for Sl

Lucie and from $204 million to $50 million forTurkey Point As ofMay 2009 $ere

was clearlyuprvardpressure on the estimated cost offteproject, lrthe June 2009

ESC presentationthe Total cost estimate ior St. Lucie and Ttrkey remained the same

but the "Scope not estimated" component had dwindled to $14 million ior St. Lucie, a

92Vo decrease from the original $182 million and to $28 mitlion for Turkey Point, aa

86% decreas? froru the original $204 million. (OPCODI, No. I 1, FPL000 19I - .

000219) Projects costs had not stabilized and were continuing to inctease, At the

Iuly 2009 ESC meeting, the current forecast for St. Luoie was shown to have

increased by $139.6 million above the original estimate md the current estimate for

Turkey Point was $160.6 million above the original estimate. (OPCPODI, No. 5,

FPL000056 - 000095 and OPCPODI, No. 12, FPL000424 - 000475) (Exhibit WRI-

' I and Exhibit VdRI-9) In June 2009, the allowance for "Scope not estimated" had

been oxhaustd and FPL had to fully recognize the incrcase in project cost in the July

ESC meeting. The July 2009 ESC presentations included a detailed, line-byJine

presentation of costs as FPL management attempted to identi$ and understaud the

reasons forthe cosf increases.

ARE THERE OTEEh.ASPECTS OF THR JTTLY2O{)g PRESENTAIIONTO

THE ESC TEATARE SIGNTFICANT?

Yes. Tha July 2009 ESC preseritation also reflected the results ofthe recent efforts

by theEPU managementteamto rein in Bechtel's fircreasing cost estimates. The July

2009 ESC presentation also contains an updated feasibilif analysis c6nducted by aa

FPL analyst (not Dr. Sim) to examine rvhether flre BPU projects remained

32



\J

a.

A.

a.

A.

1

2

J

4

5

.6

7

I

I

10

1t

12

13

14

15

16

L7

18

19

20

2L

u
23

24

25

esoromically feasible (using FPL's methodology) at the new higher cost estimates.

The feasibility analysis in the luly 2009 ESC presentation used a combined EPUtotal

cost of $1.706 billion, compared to the $1.407 billion used in the original

Determination of Need filing and in FPL's 2008 and 2009 NCRC testimony. See

page 50 of ExhibitWRI-9.

WHAT HAPPENED AN'TER JULY 2OB9?.

Upward cost pressures contiuued, as the AugusflO0g cost estimate shown in the

September 2009 ESC presentation increased again from $1.706 billion to $1.850

billion. From the above presentalion demonstoating continued iuoreasing costs 
.

throughout the spring and suurmer of 2009 and the use ofthe inoreased'cost estimates

in the updated feasibility analysrs, I conolude dratths cost estimate submitted in

FPLos prefiled testimony in \day 2009 was clearly stale and should have been

updated prior to or during the hearing in September 2009. Irt addition, FPL should

have updated the feasibiliry analysis tlaf it prosented at the September 2009 hearing.

to reflectthe increased estimates ofcapital cosis.

HOW WOUI-D YOU COMPARE YOI]R CONCLUSION WTTH THAT ON'

coNcENTRIC ENERGyADYTSORS,AS EXPRESSED rNITS JUNE 21,

2010, TNVESTIGATION REPORT?

I reached the same conclusion as Mr. Reed with respect to rvhether the capitai cost

estimate should have beon updated, with one difference. Mr. Reed approached his

bsk from the stalilpoint ofwhether FPL adhered to its own intemal policies

regarding among other things, cornmunications to the Commission. My approach is

'to 
assess whether FPL met Comrnissrbn requiremenb for submissions in the nuclem

cost recovery clausq including the rcquirement of Rule 25-6.0423 that it provide an

33



\/
analysis of the long term feasibility ofthe uprate project annually. Regardless of the

methodology tlat is usedn a proper analysis ofthe long term feasibiiity of fle upmte

project requires that the best available infonnation regardirig the capital costs ofthe

project be used as an iriput to tho analysis. This was not done in flre Sepiemb er 2A09

hearing.

rPL HAS ASSERIED TIIAT F?L HAD NO OBLIGATION TO UPDATE THE

TESTIMObIY ON CAPrfAI COSTS BECAUSE DESIGN ENGINEERING

HAD NOT BEE,NI COMPLETED F'OR THE PROJECTS. DO YOI' FII{D

THITIPERSUASTYE?

A. No, I do noi. Design engineering for the project will not be complete until shortly.

before the project itself is eomplete. For examplg as of April 18, 2011 design

engineering has been completed for ont1r 317." ofthe Plant Change Modifioations.

. (Response to OPC Inienogatory 50) The logical extension of FPL's assertion is that

FPL would needto update its initial estimate of capital costs (formedwhen little

engineering had bee4 done) and adjust the capital cost input to its ongoing econornic

feasibility analyses only when the project is virtually complete. This approach would

frushate the ability ofttre Commission to monitor the feasibility ofthe project over

time. 'Further, when EPL updated capital costs inMay 201Q design engineering was

only 10%complete.

3FL HAS .{I,SO CONTENDED TEAT AT THE TIME OF TTIE JULY 2{|O9

PRESENTATION TO TIIE ESC THERE E)ilSTEI} OPPORTT]NITIES TO

REMOVE SCOPE FR.OM TITE PROJECTS, AND THEREFORX THE
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A.

NUMBERS WERE PRELIMINARY AND NOT YET READY TO REPORT

TO THE COIUMTSSION. HOWDO VOUnE$POND?

I respond in two ways. First the July 2009 cost estimates were the result of extensive

Iine by line analyses oftle capital costs which inclutled identification and

quantification of all known reductions in scope. The reductions in scope were

quantified and reflected in the revised estimate ofcapital cosb.. See page 9 of Exhibit

WRJ.9. It is doubtful flrat additioniil rEductions in scope would be identified at alatst

date thatlvould have a significant impaot on the Juty.2009 estimate. This is borhe out

by the fact that FPL inoreased its estimats of capital costs materially above the July

2009 estimate in fte following month" Seoondly, FPL could have provided the latest

cost estimates and informed tho Commission of thoir preliminary nafure with a

promise to providetheCommissionwith the lafestupdate when itbecamemore fin:r.

FPt should have'informed the Commission ofthis latest oost estimato.

FPL SAYS TIIAT TTDIRECTED MS IIPRATE MANAGERS TO REDUCS

CO$TS BY '?USHINGBACT('AGAINST BECtrfEL. IT SAYS fifAT

BECAIISE ff HAS NCIT ACCE?TEI BECIilTEL'S ESTuvrA.*TE,IT WAS

I]NDER NO OBLIGATION TO REGARD THE JULY 25 ESTIMATES A.S '

HAYING SIIPERSEDED TTTR IUAY TESTIMOITTY. WHATIS YOIJR

RESPONSE?

Again, the July 2009 cost estimates include the results ofEPL's initiatives to push

.back.against Bechtel. In the May 2009 and luue 2009 presentations, uprate manage$i

Iaid out a program of steps through which they intended to resolve their challenges to

Bechtel's new, higher estimates. The pro$am contemplated a flurry of measures

designed to bring olosure to the challenges within a 30 day time frame ending in late

35
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JUne 2009! A table iJ.1 th~ implementation section ofthe July 2009 report for both Sf.. 

2, Luc.ie 811d Turkey Point presents the results. of extensive negotiations with Bechtel 

3 

1 

tbat aren,.corpol'ated in the July 2009 cost estimate. !hese tables entitled "Bechtel 

4 proposa1 Estimate ChangesS1 show the following. cost changes resulting from the 

5 liegotiatiQllS with Bechtel:.: 

6 Original P50 Submittai; 6 

7 Most LikelyP50;110 

8 Most Likely P50 Rev.1;Q 

9 o ReduPed Scope Hours; 

10 <:0 Consolidated Procurement; 

11 Re4qcedEngineeringiil~purs and COD$'Uction.Q 

12. Page 28 of52 QfExhibitWRI-9 is a: bar graph: that was part ofthepreSeilfatlQJ;l to 1;he 
/"""' 

13 ESC during the JWY 2009 m~ting. rffudicates tbl.j.t FPL's prograiq ofch!lllengit)g 

f4 . Bechtel's iiqmb~s resulte4 ip: a: qectease i:rt Bechtel's estit:nate of&C-reJated CO'!!ts 

15 

16 the tillie the pa..ckage fOl' tl;ie ,July meeting wa,s prepared. In shon, n,egotiatiQl1S with 

17 Bechtel were fur along at the 'time the July 2Q09 estii;n.ate W8!! developed and ' 

18 meaningful reductions in Bechtel; s cost es.t4nato were cleai-Iy identified. 
. . 

19 

20 Q. FPL HAS ALSO MAINTAINED THAT BECAUSE IT WAS CONSIDERING 

21 EITHER SELF-·PERFORMANCE OR REPLACING BECHTEL WITH A 

22 DIFFERENT EPC CONTRACTOR, THE JULy 2009. :PRESENTATION WAS 

23 TOO PRELIMINARY TO HAVE TBE.EFFECT OF Sl.JFPL.ANTING THE 

24 MAY 2009 TESTIMONY. DOES THIS CONTENTION PERSUADE YOU 

36 



I

2

3A.

4

5

6

I

eQ.
l0

Jr. I

LZ A.

l3

14

1s

T6

17

1B

19

20

2L

22 a.

23

24

25

THAT X'PL EAD NO OBLTGATION TO UPDATE fTS TESTIMODIY BY THE

TIME OF TEE SEPIEIVIBER.z{IOg EEARING?

No, it does not. In July 2009, Bechtel was the primary EPC conhactor and any steps

to self-perform or replace Bechtel wde very preliminary. FPL could have qualified

their July 2009 estimate by stating thattheywere evaluating 4 self-performing option

or reptacing Bechtel. Iu any event, FPL should have notified the Commission of the

July2009 estirnate with whatever qualifiers were needed.

WOT]LD REPORTING A}ITGHER ESTTMATE OX'CAPITAL COSTS TIAVE

UNDERMINED FPL'S ASILITY TO NEGOIITATE WITH BECTTTEL FOR

THE BENEFIT OF' CUSTOMERS?.

No. Aside &ornthefactthatthenegotiationshadbomefi'uitby 1u|y25,2009, itis

important to rememberthatflre EPC conhactwith Beohtel is essentially an agleement

to compensate Bechtel for 'time and m.ateriats'j associated with its services. At iszue

at the time w.as Bechtel's estimates of labor that would be required. While of course

FPLos objective properly yas and is to require accuate and reasonablo estimates,

geporting ahigh6.r estimato to the Commissionwould notjeopmdizeFPl's ability to

hotd Beohtel to only the levels of staffing that would be required to actually perform

the projeot as it progrcssed by supervising Bechtel and revierving invoices so as to

guard against paying for inefficiencies"

BPL POINTS TO TMFACT THAT rIS PROCESS.F'OR EVALUATING

CAPITAL COSTS WAS NOT FIMSIIED UNfIL SIIORTLV PRIORTO THE

MAY 2O1O FILING FOR THE FOLLO1VING YEAR, AT 1VHICH TIME IT

PRESEF{TED ITS F'IRST REVISTONTO THE ORIGII{AL EST"IMATE OF'
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2

CAPNAL COSTS. DOES THIS SUPPORT F?L'S CONTENTION THAT

THERE WAS NO NEED TO REYISE THE MAY 2O(}9 E$TII\{ATES DIIRING

THE SEPTEMBER 2OO9 TTEARING?

No. FPL has argued that a levision could uot be made until design engineering had

been completed. At the time of the May 2010 testimony, iu which EPL provided a

revised estimate that increased the original estimate Uy tetra,,een $252 million and

$502 rnillion, by its own acoount only 10% ofthe design engineefing ofthe project

had been completed. (Testimony ofTerry lones dated May 3, 2010 pago 5, lines 8-9

and 15 andpage 36; line 12)

\YHAT IS THE SIGNIFICANCE OF THE TJPDATED FEASTBILrIY STUDY

THAT I\IA.NAGERS TNCLUDED IN THE JULY 2009 PRESEIYTATION, Ar[D

TO WHICEMR JOHI{REED REFERRBD IN CONCEISTRTC ENERGY

AI}VISORS' JUFIE 2O1O INVESTIGATION RE,PORI?

The fact that the managers of the uprato project asked for and obtained a revised

feasibility study taking iuto account both anticipated capacrty increasEs and inffeaseal

capital costs reinfoross my conclusion that FPL had moved beyond the May 2009

information.

rN RESPONSES TO OPC DISCOyERY RE'QIIESTS, Fi:PL CONTENDS TEAT

tM PONTTOS OF THE JI]LY 2OO9 PRESEITTATTON TO THE ESC THA'i'

IS CAPTIONED AS A ..HEASIBII,ITY ANALYS$" WAS INSTEAD A

(SENSITTWTY STIUDY'' OF THE ORIGINAL X'EASIBILITY ANALYS$,

PERN'ORMED TO MEAST]RE THE SEI\SITTVITY OF'THE ORTGINAL TO

CHANGES IN CAPITAL COSTS A}[D iVIEGAWATT INCITEASES. DOES

J
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2

TEIS CIIARACTERIZATION LF,SSEN TIIE SIGNIF'ICANCE OT' THE

EXERCISB, IN YOIIR OPINION?

No, It merely means that FPL held constant all of tle variables except those for

wliich ik most recent infoimation exhibited material chauges. That is exacfly what I

wouldexpectFPL to dowithnew information regardinghigher capital costs andor

increased capacity- It does not matfer whether the calculations are labele.d an updated

feasibiliff analysis or a sensitivity sfirdy-the significance is the same under either

designation.

IN YOITR OPIMON, SHOIILD T"L HAYE PROVIDED THIS RE\it"SgD

FEASIBII,ITT IFIB'ORIT{ATTON TO THE COMMISSION DURING THE

SEPTEMBEi, 2OO9 MARING IN ADDMON TO THE REVISM ESTNT{A^TE.

oF CAPTTAL COSTS, EVEN rF THE RESULTS CONTTNTIED TO

INDICAT]O THE PROJECTS WERE COST-EFFECTIYE UDIDERF?L'S

METEODOLOGY?'

Yes. FPL has au obligation to keep the Commission fully infomed with tho Iatest

available information as the EPU project progresses- This includes material changes

in schedule, bo"t und/or overall feasibilif that occw following the regulm submission

date. kr addition to a snap shot in time thatthese data provide, they also allow the

Commission to develop atrend over time which is important in determining the

ultimate success ofthe projeot

TTAVE YOU SEEN ANY INDICATTONS THAT FPL'S }4IANAGERS

CONTEMPI,ATED I]PDATING THE MAY 2(}O9 TESTIMOI{g AT ANT

POINT PRTOR TO Tffi SEPTEMBF,R2OO9 IIEARING?
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A. BaSed on my review" I believe it is olearthai as of the August-September 2009 time

frame, EPL's Vice President-Uprates and FPL's senior management had

.'
pommunicafed on the subjec! and had adopted the position that updating the capifal

costs tvas not oalled for. I did review one document that indicates to me the witness

was considering updating his testimony earlier in the pmcess.

PI,EASE CONTI}IIIE.

In discovery, OPC obtained, and I reviowed, an email that Rajiv Kuudalkar', the FPt

witress who sponsored the 2009 cosi estimat% wrote to FPL's ChiefNuolear Officer

on May 30, 2009. I.am attaching it as Exhibit WRI- 10.

The memorandum indicates to me that Mr. Kundalkar was considering updating his

testimony onw the pending challenges to Bechtel's estimates were resolved at fho

time.hewrote it

PI;EASEEFLAIi{.

In this email, after first alluding to the faot that the Comnrission Staffhad requested

copies of all presentations on the uprates'to the ESC and the ChiefNuclear Officer,

Mr'. Kundalkar stated:

I.r previous planning discussions withArmando and the

legal staffwe had madethem aware ofthe expected $$
estimated could be higher than the $750 miilion for PTN
and the $650 million for PSL based on Bechtel's reoent

view. Therefore, in the May testimonywe indicated that
FPL will update this related information as soon as final
analysis and designs are cornpleted- Armando's advise
(sic) atthe time was to int'6duee the topic and

collecf/finalizo flie facts and scope for' firrther submittal at

appropriato time.

Therefore, fte timing of getting the scope firmly defined

and validation of estimates becomes very impofant We

4A

0.

A.
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20.
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have laid out a schedule that Bechtel and tho PTN/}SLIJW
teams are working to be ready for FPl-Bechtel meeting
scheduled for 6/QlAg, Alsoo we will need the same

information for your review and Jim Robo meeting in mid-
late June.

I believe the documEnt shows that Mr. Kundalkar rvas concemed at the time that the

PSC Staffwould observe the disparity between the estimales he included in his May

2009 prefiled testimony and the higher estimates thatwere contained in presentations

to.senior management that Staffhad requested. It appeals to me.that at the time he

vas writing he regarded the conclusion of the period il which managers were

attempting to bring closure to the Bechtel-related challenges-scheduled to end in

Iate June-asthe point af which pending issues of scope and estimates could be

clarified and the disparify between his testimony and. presentations to managenent 
'

could be addressed.

TVHAT DID MR KUNDALI<AR SAY ABOUT THE DOCUME. }rI?

During his deposition, Mr. Kundalka,r denied that the msmorandum is related to tho

subjeot of updating the ivlay testimony. He maintained that the higher Bechtel

estimates q'ere "unveffed'and referredto thestafus of design engineering. 
.I 

am

atbching the pertinent portion ofthe transcript of Mr. Kundalkar's deposition as

Exhibit WRI-ll (seo pages TR-56:76).However, even ifthe wituess either had no

intention of updating testimony atfte time or changed his mind after he rvrote the

memorandunL based ori the other matters I have described my opinion is that FPL

should have updated the testimony on estimated capital oosts no later than ihe

September 2009 hearing.

o
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22

23

24
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a. DOES TIIE FACT THAT DI]RING THE SEPTEMBER2OOg HEARING

WMNESSES KUNDALKAR AND $IM \VERE AVAIT,ASLE ON TM STAND

TO AI{SWSR ANy QTIESTIONS RSGARDTNG POSSTBLE TNCREASES

ALTER YOI]R CONCLUSION?

A. No.

WIilTNOT?

kr the first plaoe, I believe FPL had a responsibiliiy to be foithooming with the

information. In addition, neither witqess was in a position to provide full infoimation

in response to questions" This is because FPL did not share the fact of a revised

feasibility study containing higher (by $300 millio4) July estimates ofcapital costs,

much less the even higher (by $14+ mittion) August estimate, with Dr. Sim, who

sponsored &e feasibility study thatwas based on fhe May 2009 estimafe. Further,

FPL diil not inform ltdr. Kundalkar, who helped present the fu'ty auA to ttte ESC

shortly beforo he was assigued to a different position, that the uprate managers had

increased the estimate of capital msb again (by approximately $tA+ million) in

August 2009 before he testified in september 2009. see Exhibits wR[-12, wRI-13,

and WRI-I 1, af pages TR-L37-L3 4 
"

BASED ON YOrIR REVTEW AND ANALYSIS, WIIA',T DO YOU

RECOMNMND THAT THE COMMISSION FI[[D?

A. I reconrmend that the Commission find that FPL lhiled to provide the besl nrost

ounent informatibn regarding its estimate of capital costs during the Septenrber 2049

hearing rvhen it elected to not update and revise the May 2009 prefiled testiurony with

information thaf rvas developed betweeu the May filir:g date and the Iuly 25,20A9

a.

A.

a.

,n
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meeting ofthe ESC. Further, becausethe eapital cost estimate is a koy input to the

feasibility analysis required by Rule 25-6.0423, F.A.C., to satis$ thal requirement

FPL should have updated the feasibility analysis.to incorporate the more recent

estimate.

VII.TURKEY POINT UNITS 6 AND 7

' HAVE YOU RNYIEWED THE STATUS'OF' TURKEY POINT 6 AFID 7 AND

TH[.. FPL'S MANAGENAENT OF THIS PROJECT?

Yas, J have. I am not taking iszue with FPL's approachto tho Turkey Point 6 and 7

project at this time.

DOES TIIAT CONCLUDE YOTIR TESTIMOI$Y?

Yes, it does.

a.

A.

43
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EDUCATION: Ph.D., Nuclear Engineering, Georgia Techt9TI
MS, Nuclear Engineering, Georgia Tech 1969

BS, Mechanical Engineering, Georgia Tech 1968

EI{GINEERIING REGISTRATION: Registered Professional Engineer

FROFESSTOFIAXMEMBERSHIP: AMETiCANNUCIEATSOCiEtY

EXPERIEF{CE:

Dr. Jacobs has over thirty-five years of e4perience in a wide range of activities in the electic
power generation industry. Ae has extensive e4perience in the construction, startup and

operation of nuclear po*"i plants. While at the Institute of Nuclear Power Operation (INPO),

Dr. Jacobs assisted in devefopment of INPO's outage management evaluation goup. He has

provided expert testimony rrLt"d to nuclear plant operation and outages in Texas, Louisian4

South Carolina, Florid4 Wisconsin, Indianq Georgia and A;drzona. He currently provides

nuclear plant operational monitoring services for GDS clients. Dr. Jacobs was a witness in
nuclear pt*t 

""ttincation 
hearings in Georgia for the Plant Vogtle 3 and 4 project on behalf of

the Georgia Public Service Com-ission and in South Carolina for the V.C. Summer 2 and 3

projects on behalf of the South Carolina Office of Regulatory Staff. His areas of expertise

include evaluation of reactor technolory, EPC contracting, risk management and mitigation,

project cost and schedule. He is assisting the Florida OfFrce of Public Counsel in monitoring the
-development 

of fow new nuclear units in the State of Florida Levy County Units 1 and 2 atd
Turkey Poiqt Units 6 and 7. Hehas been selected by the Georgia Public Service Commission as

the Independent Constuuction Monitor for Georgia Power Company's new AP1000 nuclear

power fants, Plant Vogtle Units 3 and 4. He has assisted the Georgia Publio Service

bommission staffin development of energy policy issues related to supply-side resources and in
evaluation of application ior certification of power generation projects and assists the staff in

monitoring the-construction of these projects. He has also assisted in providing regulatory

oversight r"lutrd to an electic utility's evaluation of responses to an RFP for a supply-side

resource and subsequent negotiations with short-listed bidders. He has provided techdcal

litigation support and expert testimony support in several complex law suits involving power

generation fulititi"r. HJ monitorr po**t-plant operations for GDS clients and has provided

testimony on power plant operations and dicommissi6ning in several jurisdictions. Dr" Jacobs

,"pr"r.oi, u bOS client * tn" management committee of a large coal-fired power plant

cg:nently under eonstruction. Dr. Jacobs has provided testimony before the Georgia Public

Service Commission, the Public Utility Commission of Texas, the.North Carolina Utilities

Commission, the South Carolina Public Service Commission, the Iowa State Utilities Boardr the

Louisiana Public Service Commission, the Florida Pubtc Service Commission, ttre Indiana

GDS Associat"s,Inc.o 1850 Parkway Place, Suite 800, Marietta, GA 30057

(770) 42s-8100

Qlq 42n-$03 -Fax
Bitl.Jacobs@gfu associates.corn
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Regulatory Commission, the Wisconsin Public Service gsmmissioq the Aizona Colporation

Commission and the FERC.

A list of Dr. Jacobso testimony is available uponrequest"

1986-Present GDS Associates, Inc.

As Vice-Presiden! Dr. Jacobs directs GDS' nuclear plant monitoring activities

and has assisted clients in evaluation of management and technical issues related

to power plant constuction, operation and design. He has evaluated and testified

on combustion turbine projects in certification hearings ancl has assisted the

Georgia PSC in monitoring the construction of the combustion trrbine projects.

Dr. Jacobs has evaluated nuclear plant operations and provided testimony in the

areas of nuclear plant operation, ionstruotion prudence and decommissioning in
nine states. He has provided litigation support in complex law suits conceming

the constuuction of nuclear power facilities.

1985-1986 InstituteofNuclearPowerOperations (INPO)

Dr. Jacobs performed evaluations of operating nuclear power plants and nuclear

power plant construction projects. He developed INPO Performance Objectives

una Ctitetia for the INPO Outage Management Deparhnent. Dr. Jacobs

performed Outage Management Evaluations at the following nuclear power

plants:

' Connecticut Yankee - Connecticut Yankee Atomic Power Co.

s Callaway Unit I - Union Electic Co.

' SurI Unit I - Virginia Power Co.
o Ft. Calhoun - Omaha Public Power Dishict

' Beaver Valley Unit 1 - Duquesne Light Co.

During these outage evaluations, he provided recommendations to senior utility management on

tecbniques to improve outage performance and outage management effectiveness.

r979-t98s Westinghouse Electic Corporation

As site manager at Philippine Nuclear Power Plant Unit No. L, a 655 MWe PWR

located in Bataan, Phitippines, Dr. Jacobs was responsible for all site activities

during oompletion phase of the project. He had overall managenrent

responsibiltty fot stariup, site engineeiing and plant completion departments. He

CUS asso"iates, Inc., 1850 ParkwayPlace, Suite 800, Marietta' GA 30067

(770) 42s-8loo

Q7D 426-4303 -Fax
Bill.Jacobs@gdsassociates.com
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managed worlcforce of approximately 50 expatiates ancl 1700 subcontractor
personnel. Dr. Jacobs provided day-to-day direction of all site activities to ensure

establishment of conect work priorities, prompt resolution of technical problems

and on scheduleplant completion.

Prior to being site manager, Dr. Jacobs was startup manager responsible for all
starfup activities including test procedure preparation, test performance and

review and aooeptance of test results. He established the system tumover
program, resulting in a timely turnover of systems for startup testing.

As startup manager atthe KRSKO Nuclear Power Plant, a632 MWE PWR near

Krsko, Yugoslavi4 Dr. Jacobs'duties included development andreview of starfup

test procedures, planning and coordination of all starfup test activities, evaluation

of test results and customer assistance with regulatory questions. He had overall
responsibility for all startup testing from Hot Functional Te'sting tlrough fitll
power operation.

1973 - L979 NUS Corporation

As Starfup and Operations and Maintenance Advisor to Korea Electric Company

during startup and commercial operation of Ko-Ri Unit 1, a 595 MWE PWR near

Pusan, South Kore4 Dr. Jacobs advised KECO on all phases of startup testing and

plant operations and maintenance througb the first year of corirmercial operation.

He assisted in establishment of adminisfrative procedures ftr plant operation.

As Sffi Test Director at Crystal River Unit 3, an 825 M{UE PW& Dr. Jacobs

directed and perforrned many systems and integrated plant tests during starhrp of
Crystal River Unit 3. He acted as data analysis engineer and sffi test director

during core loading, low powet physics testing and power escalation progranr.

As Startup engineer at Kewaunee Nuclear Power Plant and Beaver Valley, Unit 1,

Dr. Jacobs developed and performed preoperational tests and surveillaice test

procedures.

1971 - 1973 Southern Nuclear Engineering, Inc.

Dr. Jacobs peformed engineering studies inclucling analysis of the emergency

core cooling system for an early PWR, analysis of pressure drop through a
redesigned reactor core support.skucture and developed a computer model to

determine tritium build up tlroughout the operating life of a large PWR.

SIGNIF.ICANT COI\ISI]LTII{G ASSIGNMEFITS:

GDS,Associates,Inc., 1850 Parlnvay Place, Suite 800, Marietta, GA 30067

Q70) 42s-8r00
(770) 426-0303 - Fax

Bill.Jacobs@gdsasso ciates.co m
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Georgia Public Service Commission - Selected as the Independent Construction Monitor to

assist the GPSC stuf io monitoring all aspects of the desigo, licensing and construction of Plant

Vogtle Units 3 and 4, two AP1000 nuclear power plants.

Georgia Public Service Commission - Assisted the Georgia Public Service Commission Staff

*d pr""id"d t*dax*y tetut"a to the evaluation of Georgia Power Company's request for

certification to conskuct two AP1000 nuclear power plants at the Plant Vogtle site.

South Carolina Office of Reeulatory Staff - Assisted the South Carolina Office of Regulatory

Statr in evaluation of South Carolina Elechic and Gas' request for certifi.cation of two AP1000

nuclear power plants at the V.C. Summer site.

Florida Office of Public Counsel - Assists the Florida Office of Public Counsel in monitoring the

d"r"1"p*."1 
"f 

f"* new nuclear power plants in Florida including providing testimony on the

prudence of e4penditures.

East Texas Elechic Cooperative - Represents ETEC on the rnanagement cornmittee of the Plum

Point Unit 1 a 650 Mw coal-fued plant under construction in Osceol4 Arkansas and represents

ETEC on the management committee of the Ha:rison County Power Project a 525 NIvr

combined cycle power plant located near Marshall, Texas.

Arizona Corporation Commission - Evaluated operation of the Palo Verde Nuclear Generating

St"tt"" d*l"g th" y"* 2005. Included evaluation of 11 outages and providing witten and oral

testimony before the Arizona Corporation Commission.

Citizens Utility Board of Wisconsin - Evaluated Spring 2005 outage at the Kewaunee Nuclear

P"*"r Plr"t *d pr*iara ai6ct and surrebuttal testimony before the Wisconsin Public Service

Commi55i611.

Georgia public Service Commission - Assisted the Georgia pSC siaff in evaluation of Integrated

R"r"*"" Pt"* pt"*"l"d by two investor owned utilities. Review included analysis of pwchase

power agreements, analysis of supply-side resouce mix and review of a proposed green power

plogram.

State of Hawaii. Departnent of Business, Economic Development and Tourism - Assisted the

State of Hawaii in d'evelopment and analysis of a Renewable Porfficlio Standard to inmease the

amount of renewable energy resources developed to meet growing electicity demand. Presented

the results of this work in testimony before the State of Hawaii, House of Representatives.

CpS associateso fne, 1850 ParkraayPlace, Suite 800, Marietta, GA 30067

Q7q42s-8100. g7q 426-0303-Fax
Bill. Jacobs@gdsassociates, com
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Georgia Public Service Commission - Assisted the Georgia PSC staff in providing oversight to
the bid evaluation process concenring an electic utility's evaluation of responses to a Request
for Proposals for supply-side rssources. Projects evaluated include simFle cycle combustion
furbine projects, combined cycle combustion turbine projects and co-generation projects.

Mllstone 3 Nuclear Plant Non-operatins Owners - Evaluated the lengthy outage at Millstone 3
and provided analysis of outage schedule and cost on behalf of the non-operating owners of
Millstone 3. Direct testimony provided an analysis of additional post-outage O&M costs that
wor:ld result due to the outage. Rebuttal testimony dealt with analysis of the outage schedule.

H.C. Frice Company - Evajuated projeot management of the Healy Clean Coal Project on behalf
of the General Contractor, H.C. Price Company. The Healy Clean Coal Project is a 50 megawatt
coal buming power plant funded in part by the DOE to demonshate advanced clean coal
tecbnologies. This project involved analysis ofthe project schedule and evaluation oftle impact
of the o\ mer's project managementperformance on costs incurredby our client.

Steel Dynamics. Inc. - Evaluated a lengthy outage at the D.C. Cook nuclear plant and presented

testimony to the Indiana Utility Regulatory Commissien in a fuel factor adjustuent case Docket
No. 38702-FAC40-S1.

Florida Office of Public Counsel - Evaluated lengthy outage at Crystal River Unit 3 Nuclear
Plant. Submitted expert testimony to the Florida Public Service Q6mmission in Docket No.
97026L-Er.

United States Trade and Development Agency - Assisted the government of the Republic of
Mawitius in development of a Request for Proposal for a 30 MW power plant to be built on a
Buil{ Ovm, Operate (BOO) basis and assisted in evaluation of Bids"

Louisiana Public Service Commission Staff- Evaluated management and operation of the River
Berid Nuclear Plant. Submitted e4pert testimony before the LPSC in Docket No. U-19904"

U.S. Department of Justice - Provided e4pert testimony conceming the in-service date of the
Harris Nuclear Plant onbehalf of the Departurent of Justice U.S. Distict Court. 

:

City of Houston - Conducted evaluation of a lengthyNRC required shutdown of the South Texas

Proj ect Nuclear Generating Station.

Georgia Public Service Commission Staff- Evaluated and provided testimony on Georgia Power
Company's application for certification of the Intercession City Combustion Turbine Project -

Docket No. 4895-U.

GDS Associates, Inc,, 1850 Parlnuay Place, Suite 8000 Marietta' GA 30067

(770) 425-8100
(110) 42G0303 - Fax

Dill Jacobs@gdsassociates. co m
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Seminole Electric Cooperative. Inc. - Evaluated and provided testimony on nuclear
decommissioning and fossil plant dismantlement costs ' FERC Docket Nos. ER93-465-000, et
al..

Georeia Public Service Commission Staff- Evaluated and prepared testim.ony on application for
certification of the Robins Combustion Trnbine Project by Georgia Power Company - Docket
No.4311-U. 

.

North Carolina Electic Membership Corporation - Conducted a detailed evaluation of Duke
Power Companls plans and cost estimate for replacement of the Catawba Unit 1 Steam

Generators.

Georgia Public Service Commission Staff- Evaluated and prepared testimony on application for
certification of the Mclntosh Combustion Turbine Project by Georgia Power Company and
Savannah Electric Power Company - DocketNo. 4133-U and 4136-U.

New Jersey Rate Counsel - Review of Public Service Electuic & Gas Company nuclear and fossil
capital additions in PSE&G general rate case.

Com Belt Electric Cooperative/Cental Iowa Power Electric Cooffrrative - Directs an operational
monitoring progmm of the Duane Arnold Energy Center (565 Mwe BWR) on behalf of the non-
operating owners.

Cities of Calvert and Kosse - Evaluated and submitted testimony of outages of the River Bend
Nuclear Station - PUCT DocketNo. 10894.

Iowa Office of Consumer Advocate - Evaluated and submitted testimony on the estimated
decomrrrissioning costs for the Cooper Nuclear Station - IUB Docket No .RPU-92-2..

Georgia Fublic Service Commission/Ilicls. Maloof & Campbell - Frepared testimony related to
Vogfle and Hatch plant decommissioning costs in 1991 Georgia Power rate case - Docket No.
4007-u.

City of El Paso - Testified before the Public Utility Cornmission of Texas regarding Palo Verde
Unit 3 construction prudence - DocketNa.9945.

City of Houston - Testified before Texas Public Utility Comrnission regarding South Texas

Project nuclear plant outages - DocketNo. 9850.

GDS Associates, Inc, 1850 ParkwayPlace, Suite 800, Mariettu, GA 30067
(170)42s-8fi4

Q70) 426-0s03 -Fax
Bill.Jacobs@gds associates.com
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NUCOR Steel Company - Evaluated and submitted testimony on outages of Carolina Power and
Light nuclear power facilities - SCPSC DocketNo.904-F,.

Georgia Public Service CommissionftIicks. Maloof & Campbell - Assisted Georgia Pub1ic
Service Commission staff and attomeys in many aspects of Georgia Power Company's 1989 rate
case including nuclear operation and maintenrmce costs, nuclear performance incentive plan for
Georyia and provided expert testimony on construction prudence of Voglle Unit 2 and
decommissioning costs of Vogfl e and Hatch nuclear units - Docket No. 3 840-U.

Swidler & BerlinA{iaeara Mohavft - Provided tecbnical litigation support to Swidler & Berlin in
law suit coi"cerning construction mismanagement of the Nine Mle 2 Nuclear Plant.

Long Island Ligbting Company/Shea & Gould - Assisted in preparation of expert testimony on
nuclear plant construction.

North Carolina Elecfuic Ivlembership Corporation - Prepared testimony concenring prudence of
construction of Carolina Powei &Lidht Comlrany's Shearon Ha:ris Station - NCUC Docket No"
E-2, Sub537.

Citv of Austin, Texas - Prepared estimates of the final cost and schedule of the South Texas
Project in zupport of litigation.

Tex-La Electuic Cooperative/Brazos Electric Cooperative - Participated in performance of a
construction and operational monitoring program for minority owners of Comanche Peak
Nuclear Station.

Tex-La Elechic Coopgrative/Brazos Electric Cooperative/Texas Municipal Power Authoritv
(Attornevs - Bwchette & Associates, Spieeel'& McDiarmid. and Fulbright & Jaworski) -
Assisted GDS personnel as consrilting experts and litigation managers in all aspects of the
lawzuit brought by Texas Utilities against the minslity owners of Comanche Peak Nuclear
Station.

GDS Associates, fnc., 1850 Parkrpay Plaee, Suite 800, Marietta, GA 30067
(770) 42s-8100

(170) 426-0s03 - Fax
Eill. Jacobs@gdsassociates.com
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EDUC,{TTON: M.S., Mechanical Engineering, Stanford University, 1969

U.S. Navy Nuclear Power Training Program, 1964-65

B,S., Electuical Engineerin g, IvilT, L9 64

ENGINEERII{G REGISTRATION: Registered Professional Engineer, Retired

L&. McGaughy and five others founded GDS Associates, Inc. in 1986. Mr. McGaughy

retired from GDS as an officer, board megrber and stockholder in May 2006. Since that

time he has worked for GDS on various generation related consulting assignments on a
part time basis.

EffiERIENCE:

While Mr. McGaughy'was full time at GDS, he directed the power generation services

firnction at GDS Associates, Inc. He has more than 45 years experience in the power

generation field in the areas of licensing, design, construction, start-up, operation, and

maintenance of nuclear and fossil-fired power plants. Mr. McGaughy has worked with
top utility management to solve problems on a wide mnge of power generation issues. He

has successfully managed exfuemely large and complex generation projects, both nuclear

and fossil, which required the rigorous maintenance of project schedules and quality. He

has performed sfudies conceming cogeneration projects involving unit dispatch and

FERC operating and efficiency standards. Mr. McGaughy has provided testimony before

the Texas Public Utility CommissiorU Public Utility Commission of Ohio,,South Carolina

Public Service Commissirin, Georgia Public Service Commission, Hawaii Public Utilify
Commission, New Jersey Board of Regulatory Commissioners, Michigan Public Utility
Commission, Wisconsin Public Service Commission and FERC. He has performed work
conceming over 30 nuclear units and 24 fossil-fired stearn units as well as nurnerous

combustion turbine and combined cycle units.

Specific Experience Includes :

2006-Present GDS Associates, fnc.

As an Executive
projects.

McGaughy has worked on various power plarrt related

1.986-2A06 GDSAssociates,Inc.

GDS Associates, fnc. o 1850 ParkwayPlace ' Suite 800'MarieE4 GA 30067

7 7 0-.425 -5100' F w< 7 7 0426-0303 " jim.mcgaughy@gdsassociates.com
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As Vice President and Secretary, Mr. McGaughy served as head of the Generation
Services Deparhrent of GDS. GDS has provided conskuction and operations monitoring
program at five nuclear units and six coal-fued units for minoritl owners. GDS has

provided e4pert witness and litigation support in lawsuits involving six nuclear units. iv{r.

McGaughy also has been responsible forprudence, construction monitoring and litigation
support efforts at numerous other nuclear units and for development of a nuclear
performance standard program for the Georgia Public Service Cornmission. He has

testifled on combustion turbine conskuction projects in certification proceedings and has

testified on dispatch, reliability, avoided cost and other issues concerning cogeneration
projects.

L9B4-L986. SouthernEngineering Conrpany

As Director of Generation Services, Mr. McGaughy conducted construction and

operations monitoring for clients at power plants throughout the United States. In
addition, Mr. McGaughy prepared testimony for various rate cases on generation matters
at FERC and state commissions. He provided assistance to clients in all generation
matters including conhact administration and litigation support.

1980-1984 Mississippi Power and Light Company

Mr. McGaughy served as Vice Presiden! Nuclear (1983-84) and Assistant Vice
President, Nuclebr Production (1980-82). He was resjronsible for all aspects of
construction and operation of a multi-billion dollar power generation facility. In this
capactty he hired and hained the nuclear power plant staffof over 500 peoplg including
29 licensed operators and numerous experienced utility managers. Mr. McGaugby also

established a unique desigu engineering group which grew to over 125 people and had
overall responsibility for interface with the Nuclear Regulatory Commission and all
conhactors on the project. During this tenure, cost and schedule performance was better
than at any other similar plant (G.E. Boiling Reactor, BWR-6 design).

I973-L98A Mississippi Power and Light Company

Mr. McGaughy served as Director of Power Production (1978-80). In this capacity he

was responsible for- all power production related activities including construction,
operation, engineering, maintenance, licensing nuc.lear safety, staffing, and haining. He
prepared and administered annual personnel and operating burlgets for 600 people and

GDS Associates, lnc. . 1850 ParlsrayPlace . Suite 800 " Marietta, GA 30067

77 0425-8100 " Fax 7 7 0-426-0303 . jim.mcgaughy@gdsassociates.com
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more tlan $50 millioa and an annual capital budget of $280 million. He also established

a formal sueening pro$am for hiring craft personnel, established a formal prevqntive

maintenance program, and reorganized his deparhnent based on job perfonnance. He

served as project manager for 2-unit, 1,600 MW coal project.

Mississippi Power and Light Company

Mr. McGaughy served as Nuclear Project Manager (L976-78) and Assistant Project

ffianager (1973-75). He was responsible for forming and managing an organtzation to

control the prime conhactor on a $4 billion construction project. He began the formation
of plant staff organization. He was also responsible for relations with the Nuclear

R"egulatory Commissien and the prime conhactor @echtel). The construction permit was

awarded inrecordtime.

L97I-L973 Miitdle South Services, fnc.

Mr. McGaughy served as a nuclear engineer on the holding company staffresponsible for
economic and engineering studies including the feasibitity evaluation for Grand Gulf
Nuclear Station. He performed nuclear fuel and uranium buying functions. He also

perfortned generation-mix studies.

L969 - 197t Arkansas Power and Light Company

Mr. McGaughy was responsible for nuclear fuel procurement and performed the licensing

work including the preparation of the Safety Analysis Report for Arkansas Nuclear One,

UnrL2.

1964-7968 U.S. Navy

Served as an engineering officer on nuclear propulsion power plants aboard navy
submarines.

SIGMF'trC"{NT CONSULTING ASSIGNMENTS:

Georeia Public Service Commission/Georgia Power Co.-Assisting in GDS role as

Independent Conskuction Monitor a Vogtie 3&4, Georgia Power's new nuclear projects.

GDS Associates,Inc. . 1850 Parlaaay Place'Suite 800'Mariett4 GA 30067

77 0425-8100' Fal.77 0426-0303' jim.mcgaughy@gdsassociates.com
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James F. McGaughy, Jr. GDS Associates, Inc.
Pase 4 of8

Public Counsel-State of Florida-Reviewed construction costs on Floricla Power &Ligb;t
and Florida Progress new nuclear plant projects and uprate projects

Pacific Gas & Elechic Company - Performed techxical analyses of two different

cogeneration plants to determine if projects had met FERC and state efficiency and

operating standards.

Niaeaf,a Mohawk Power Coryoration/Swidler & Berlin - Assisting in FERC proceeding

to set new rates for disqualified former QF.

Niagara Mohawk Power Co@ - Prepared extensive technical

analysis for filing in federal court and at FERC conceming effi.ciency and operating

standards of cogeneration facility in support ofmotionto revoke QF certification

Attomey General. State of Michiean - Frepared analysis and testimony concerning power

plant availability and system dispatch relating to the Midland cogeneration project in
Consumers Power fuel plan case.

Attornev General; State of Michigan - Prepared analysis and testimony conceming

purchased powor costs relating to the Midland cogeneration projeet in Consumers Power

fuel reconciliation case.

Attomey General. State of Michigan - Prepared analysis and testimony concerning

avoided costs, PIIRPA rates, reserve margins, plant availability and dispatchability in
MCV cogeneration facility settlement case.

u-10127.

Attomey General. State of Michigan - Analysis and testimony concerning Consumers'

application of requirements of order in Case No. U-L0127 relating to the Midland

cogeneration project.

North Carolina Electric Membership Cooperative - Performed due diligence review of
management for a 3-site, 1,200 MW, peaking project. Reviewed management site

selection, fuel, equipment selection, environmental, contracting and other aspects.

VECO Alaska Inc. - Served as construction project management expert witness for EPC

contractor in lawsuit conceming construction overruns in a hrmkey cogeneration project

in Alaska. Served as witress in successful mediation.

GDS Associates, Inc. " 1850 ParkwayPlace " Suite 800 " Marietta, GA 30067

7 7 0425-8L00' Fax77 0426-0303 " jimjmcgaughy@gtlsassociates.com
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James P. McGaughy, Jr. GDS Associates, Inc
Pos" 5 pf8

H.C. Price Construction Company - Provided detailed analysis and mediation
presentations conceming consfuuction project management in case involving construction
contuactor and owner (State of Alaska) of a coal-fi.red plant in Alaska-

Rusk Countv. Texas Rural Electric Cooperative/Richard Balough - Testified before the
Texas Public Utility Cornmission conceming coal-fired plant station elestric service in
territodal dispute with Texas Utilities.

Sam Rayburn G&T - Ongoing operational monitoring program concerning client's
interest in Nelson 6 Coal Station operated by Gulf States Utilities.

Kamo Electuic Cooperative - Operational monitoring program for clienfs minority
interest in GRDA UnLtz Coal Fired Station.

Northeast Texas Electric Cooperative - Ongoing construction monitoring and operational
monitoring program concerning NTEC's interest in Pirkey CoaI Station operated by
Southwestem Electric Power Company and Dolet Hills Station operated by Central
Louisiana Electric Company.

Sawnee and CowetalFayette Electric Membership Cooperatives - Served as Owner's
project monitor on Sewell Creek Combustion Turbine Plant, Doyle Combustion Twbine
Project, Chattahoochee Combined Cycle Project and Talbot County Combustion Turbine
Project.

Northeast Texas Electtc Cooperative - Served as Owner's representative on Project
Management Cornmittee for design, construction and operation of 500Mw combined
cycle plant.

U.S. Department of Justice - Served as expert witness in two tax cases involving
investment tax credits for nuclear fuel.

Blue Ridge Power Agenoy-Advised management conceming participation in new coal-
fired power plant projects.

Steel Dvnamics. Lrc. - Analysis of imprudence and replacement power costs at D.C.
Cook Plant.

GDS Associateg Inc. " 1850 Parlnvay Place . Suite 800 " Marietta" GA 30067

77 0 -425:8L00 . F ax 7 7 0-426-0303 " jim.mcgaughy@gdsassociates.com
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James F. McGaughy, Jr. GDS Associates, Inc.
PsEe 6 pf8

Com Belt Power Cooperative - Performed review of available options for board of
directors with recommendations for future plan of action.

.East Texas Electric Cooperative - Assisted cooperative in negotiating stenm and eleohic
service conhact with indusfrial customer

Georeia Public Service Commission Staff- Testified before the Georgia Public Service

Commission recommend.ing that anuclear perforrnance standard be implemented in the
State of Georgla Th.e Commission implemented the recommended standard.

Citv of El Paso - Testified before the Public Utility Qsmmission of Texas regarding Palo
Verde operations and maintenance expenses.

Citv of El Paso - Testified before the Public Utility Commission of Texas regarding
valuation of Palo Verde power plant and other merger issues.

Citv of Homestead. Florida/Spieeel & McDiarmid - Assisted Clty in lawsuit regarding
Delaval Diesel-Generators. Prepared expert testimony and gave major deposition on

subj ect before favorable settlement.

El Paso Communitv Colleee/Law offi.ces of Jim Boyle - Prepared testimony concenring
level of Palo Verde Nuclear Station operation and maintenance costs requested by El
Paso Eleohic. Analysis was performed on bases of comparative studies and on qpecifio

analysis of cost filed by El Paso Electric.

Old Dominion Elechic Cooperative - Prepared testimony fi.led at FERC concenring
prudent levels of coal inventory for inclusion Virginia Power working capital.

Lone Island Liehting Company/Shea & Gould - Prepared expert testimony on nuclear
plant construction.

Ohio Public Service Commission - Prepared testimony related to decommissioning costs

of Toledo Edison's Davis-Besse Nuclear Station.

Georgla Public Seryice Commission/Hicls. Maloof & Campbell - Assisted Georgia
Public Service Commission staff and attorneys in many aspects of Georgia Power
Company's 1989 rate case including analysis of service company charges, construction
prudence of Vogtle llntt 2, decommissioning costs of Vogtle and Hatch nuclear units,

GDS Associates, Inc. . i850 Parkway Place ' Suite 800 'Marietta, GA 30067

77 A425-8100' Fax77 A426-0303 " jim.mcgaughy@gdsassociates'com
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James P. McGaughyrJr. GDS Associates, Inc.
Pase 7 of8

prepared e4pert testimony on operation and maintenance costs for Hatch and Vsgtle
nuclear units, prepared expert testimony on Performance Incentive Plan for Georgia
Power nuclear units"

Georgia Public Service Commission/Hicks. Maloof & Campbell - Prepared testimony
related to Voglle and Hatch plant operations and maintenance costs in 1991 Georgia
Power rate case.

Georgia Public Service Commission Staff- Prepared testimony concerning certification
of Mclntosh Units, Warner Robins Units, Intercession City Unit and Florida Power
Corporation Power Purchase (three separate dockets)

Citv of Houston - Testified before Texas Public Utitity Commission regarding South
Texas Project operation and maintenance expenses.

Sam Raybum G&T - Prepared testimony before Texas Public Utility Commission
conceming certi-ficate of convenience and necessity for co-op purchase of 38 mw interest
in an existing coal-fired plant.

Aetna Insurance Company/Diskson. Carlson & Campillo - Assisted attomeys in analysis
of Southem California Edison claim.q of properly damage and replacement power costs.

Prepared uritten analyses used in achieving favorable settlements for clients.

East Texas Electric Cooperative - Performed economic and technical feasibility analyses

on hydro and thermal generation altematives.

Allee&eny Electric Power Cooperative - Assisted co-op in review of various financial
and technical issues of SusquehannaNuclear Station.

Saluda River Elecfric Cooperative - Assisted co-op in review of tecbnical iszues
including decommissiening and minimum net dependable capability ratings for the co-
op's minsliqr interest in Catawba Nuclear Station operated by Duke Power Company.

Citv of Mdland" Mchigan - Assisted clty in tax assessment case concerning Midland
Nuclear Plantwith Consumer's Power Company.

City of Wallingford. Connecticut - Reviewed dssqmmissioning costs of Mllstone
Nuclear Units 1, 2,and 3 in CP&Lrate case at FERC.

GDS Associates,Inc. . 1850 Parkway Place . Suite 800'Marietta" GA 30067
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.fames P, McGaughy, Jr. GDS Associates, Inc.
Dase I of8

Nucor SteeL,lRitts, Brictrfield & Kaufinan - Prepared testimony conceming prudence of
construction of Carolina Power g, LidltCompany's Sheron Harris Station.

Citv of Austin. Texas -Reviewof cost and schedule of South Texas NuclearPlant.

Sam Raybum Municipal Power Authoritv - Performed operational monitoring program
relative to the client's minority interest in Nelson 6 Coal Station operated by Gulf States
Utilities.

Tex-La Elecfuic Cooperative/Brazos Elechic Cooperative - Conducted construction and
operational monitoring program for minority owners of Comanche Peak Nuclear Station.

Tex-La Elecfoic Cociperative/Brazos Electric Cooperativellexas Municipal power
Authoritv (Attomeys - Burchette & Associates. Spieeel & McDiarmid. and Fulbright &
Jaworski) - Assisted attomeys as consulting experts and litigationmrnagers in all aspects
of the lawsuit brought by Texas Utilities against the minority owners of Comanche Peak
Nuclear Station.

New Jersey Rate Counsel - Review of Fublic Service Electio & Gas Company nuclear
and fossil o&M costs and capital additions in PSE&G general rate case.

GDS Associates, Inc. . 1850 ParkwayPlace'Suite 800. Marietta, GA 30067
77 0425-8100 . Fax 77 A-426-0303 . jim.mcgaughy@gdsassociates.com
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Florlda Power & Light Gompany
Docket No. 110009-El
OPG's Efghih Set of Interrogatories
Interrogatory No. 85
Page 1 ofl

Q.
In response to OIC's Interrogatory No. 55, EPL states that it has not perforeed. a breakeven cost
calculation for the EPU project Please explain why FPL has not performed a breakeven cost
calculation for the EPU projeet, including an explanation of wby tbis analysis was conducted for
the Turkey Point 6 & 7 prqectbut not for the EPU project-

Ani

It is not necessary to perform a breakeven cost calculation in order to svaluate a potential.
generating unit option- FPL typically evalilates generating unit options using thu san"
cumulative present value of revenue reguirements (CP\IRR) approach that is being used to
evaluate the EPU project This approaoh has most recently been used by FIL to evaluate the
West County Energy Center units 1-3, the Cape Canaverzl modemization projec! and the
Riviera modemization pmjec! and it is appropriate for the purpose of evaluating the EPU
project

In its need filing for the Turkey point 6 & 7 projec! EpL chose to inhoduce a new breakeven
cost calculation approach for that qpecific project, This approach was developed and utilized
because of the more numerous areas of tlat would affect fhe analysis of a much
longerterrn project For example, at the time of tte need filing, no teehnolory had yef bee,n
selected (and therefore, the corresponding incremenbl capacrty was no{ trownj, tle permitting
time was unoeriain" and the in-service dates were uncertajn. The combination of the long lead
times for the project and the greater number of uncertrainties such as these, led FPL to develop
and utilize a breakeveo cost calculation approach in evatuating tho projeot FPL believes that it
is still appropriate to utilize this approach for evaluafing the long-term Turkey Point 6 & 7
projecl. Howevero as EPL has'stated a number of times in the NCRC dockets, in later years, as
more infomration becomes available the cost and other aspects of the new nuclear
units, anofher analytical approach may emerge as more appropriate.
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NCR-ll 

Project Dashboard.. PSL 

Mod Packages
LAR Submittals (9 month milestone) 

Schedule 

staggered submittals will 
allow better resource 
allocation for FPL, W, 

SHAW, and Plant 

(PSL-2 12 months float) 

Major Contracts issued for IContracts issued for ModContracts LAR support Engineering 

Staffing & Vendor 

Support 


Other Issues or 

Challenges 


"-~ ... 

Costs 
ICOR 1.60-3 EPU 

Wand Shaw resources 
less challenged with 

revised submittal plan 

Si-weekly report provided 
by WEC .pM; will continue 

to monitor 

. 
8 Potential mods res~ltlng 

from tAR analysIs 

- Added 1 due to Uni~ 2 
Steam bypass capacity 

Proprietary and Confidentia[ 
8 

1. Rod Control Phase 2 -4 
will be evaluated post 
spring Outage 

2. Validating scope for 
Separate & Apart and 
process improvements 

2009 Budget for Engineering & Staff: $ 54.5 
2009 YTD BudgetforEng. &Siaff: .$ 21.1 MM 
200S YTlJ Actual for Eng. &staff: $ 17A MM 

Preps & Plans 
Execution(irt(;iudes long lead Material 

delivery) 

Work Order Planning 
behInd due to Mod 

Engineering approvals for 
Spring 2010 

Quality lssues with ' 
Bechtel provided Design 

Packages 

Contract Issued to Bechtel 

Core team identified; staffing 
after Outage 

No Negative Float 

U-1 Spring 2010 


Proforma - 55 days 


I Contract issued to Bechtel 

Implementation team on 
site and planning 
milestones met 

CP: Generator Rewind 
(Outage duration -$6 days) 
7.7 days best case 
savings identified . 

G~merator HotSpots could 
extend Outage 
(5-7 days) 

$88.6 
2009 YTD Budget Mtls & Implementation: $17.7 MM 
2009 YTD Actual for Mtls & fmplementation: $07.5 MM 
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FPL 000111 
NCR-ll 

Project DashlboarCi- PTN 

Schedule 

Contracts 

Staffing & Vendor 

Support 


Other Issues or 
ChaUenges 

-. 
.Costs 

lCDR 1.6b-3 EPU 

LAR Submittals 

AST station review 

NRC wJl[ accept EPU LAR 
after AST LAR Approval 

Major Contracts i~ued for 

LARsupport 


Wand Shaw resources still 
challenged; some rellef 

from EPU submittal 
schedule change 

Monthly report provided by 
Shaw PM; wIll continue to 

monitor 

4 Potential mods resultlng 
from LAR'analysls 

Proprietary and Confidential 
9 

CONFIDENTIAL 


Mod Packages 
(9 Month Milestone) 

No negative Float to 

Station Milestone 


Contracts issued for Mod 

Engineering 


Need FPL Desi9n 

Engineering Manager 


Other staffing levels under 
review 

Options review of BOP 

Cond/FW plans 


2009 Budget for Engineering & Staff: $ 56.5 MM 
2009 YrD Budget for Eng. & Staff: $ 19.3 MM 
2009 YTD Actual for Eng. & Staff: $ 14.4 MM 

..-....,. 

Preps & Plans 
Execution(Includes long lead Material 

delivery) 

No Negative Float 
No Negative float U-3 Fall 201 0 

Proforma - 55 days 

Contract issued to Bechtel (Contract issued to Bechtel 

Site Interlace ModeJ Draft 

Complete. Reviewwith 

Station Leadership post 


RFO. 

Potential Site Capacity 

Challenge due "to: EPU, 


Implementation team on 
site and planning 

. milestones met 

CP; Condenser & FVV 

Heaters 


(Outage dLlration -70 days) 


2009 $792 MM 
2009 YTD Budget for Mtls & Imp: $40.9 MM 
2009 YrD Actual for Mtls & Imp: $ 07.7 MM 
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... 
PRans and Targets 

Saint Lucie ,. 
T 
!. 

I a 
~ I ~ 3 

Lf 
.; 

" 
!~ 

'"t1~I.'":!~t::l 
~ ~ ~ _. c:. 
"$ '<" =. is: ~ 

.Notes o~~e~ 
s.~~...r~AU Outage. durations to be reviewed&' approved by eNO upon completion ofscop~ deiitiitlon ~ b<! :;;t r- .~ 
OCl) .... ;c .... 

C".l ';j ,., :;;1 Outage d~rati.onsdriven .by Generator rewind' currently in the.approvl!!dOutageschedule 
::: '"t1 g..~ 

"... 2 Outage duration driven by Alloy 600 cold leg nozzle repair tI> ~~'" "" 
&.~!;'~ 

3 Outage duration driven by HP & LP Turbine and MSR Replacements rffl . T 

I 
.. ~ :,

4 Target goal for Six Sigma Team rewind outage durations, I'Jl 
001167lCDR 1.151>-3 EPU; MWe based on Siemens heat.balance (contract target) - designs not final 

Longer dur:atlon Outages·have been included in the business model 

Proprietary and Confidential 
10 !!=PL.. 

._...,.- ,," 
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NCR"ll '""'. 

Plans and Targets" 

Turkey 'Point 

.., ~ 

if 
} 

~:(I;!j~~
I» :» ),( t=.:

Notes 
f') 

~ ~ e:-:::: ,::" 
. W 0""1» ...:::o;;s..,.

An. Outage durations to be reViewed & approved by eNO upon completion of Scope definition o~~_z 
............. 0. 

tHl;!j~~;'"

1 Outage durations driven by Generator rewmd currently in the approved Out.7!se schedule <:> en ~':O '"" 
C"'lSg
:>''''CIerc::>2 Outage duration driVen byHP TUrbine and MSR replacements "'t"'.", \.CI 

"~ ;; ....... ~ " 
:! Target goal for Six sigma Team rewind outage durations. :t.~~~::J • , 

(Iq ! 
"d :4MWe based OnSiemens heat balance (contf.acltaT'get) - designs no.tfmal 
~. . 

lCDR 1.6b-~Ef'1)5 PST LAR mtts!: be approved prlorto submittal'ofEPU LA:R Q!J1166 

Longer duration Outages have been included in the btl$lnes.s model 
0. = 

Proprietary and ConfidentiaL' 
11 FPL.. 
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FP.L 000121 ,.- CONFII?,ENTIAL 	 ..........
NCR-ll 

Heat Balance 
.... 

Pote'nti'al MWe Gain .. 
~ 	 Pre'liminarydesign heat ba,lance indicate, more MWe likely 
o 	 Win be performing additional testing to maxim,ize MWe output 

" 
" "~ 	 Final des'ign numbers win not be avaUable untH.aftertesting and 
>.secondary pump and heater options are final.ized (see page 21) 
" 

st. Lucie: , 

. Siemens Winter Planning Summer Planning 


Unit Needs Contract Max' Min 
. Filling (MWe) (MWe) 	 (MoNe) 

Unit 1 103 	 102 

Unit 2 103 	 123 

A 	 ~~t:'l~1:I. 
UQ' I>l ,~ =.; :; 
tI> ~ --:=:
,......Ncr.:.,,~Turkey Point: 	 .\0 g::;: 3 ..,. 
'So \0 ~ ~ ~

, 
Siemens 	 t.I l"1 ~. .;Winter Planning' Summer Planning OCIJ'=:~~Unit Needs 'Contract C":l""J"'oMax 	 MinFilling (MVlJe) 	 ~ ~g. g

(WMfe) (MWe) , 	 ~y~ "'P
g: ....t?;<$ 

104 	 121 UQ " 

." i
6 ~ . 
.Q) ('" .
::IlCOR 104 	 121 
S-a- !: 
1:1' " 	 12 

'firoprietary and ,Confiderrtial
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Notes 

All Outage durations to be reviewed & approved by eNO upon completion of Scope definition 

j .outage durations driven by Generator rewind currently in the approved outage schedule 

2 dutage duration driven by HP Turbine'and MSR replacements . 

:! 	 3 Target goal for Six Si gma Team rewind outage durations 

4 MWe based on Siemens heat balance (contract target) 

-S'AST LAR must be approved pnor fo submittal of EPU tAR.< 
" 

001242
- ICDR i .6b-3 EPU LOJ)ger duration,Ot1tages have been,incruded in the ~tisiness model 
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~ 1 :~ ~ ~o Licensing Engineering costs were,higher than planned
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·..... El~v5"!:':'O • . 

.~ § :§~L'i: . <1i DESCRIPTION. . ORlGINAL CURRENT __ I VARIANCE IEXPLANAT10NI NOTES _ _. I 

..:;5 ~ x .::; ~s):!'Analysis andBTgineel'ing ' 
..Q ..... 1':'1 .., . -
:: WEe NSSS and Fuel 'Analysis .$20,000,000 I 
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continued oh next. page 
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, .:' ,~g '0;;:; ......
Z~~N~O .;; ~ :; ~ i ~ _ DES~RJPTION ORIGINAl.. ·CURRl3IfT . I VARIANCE -,EXPLANATION/NOTES 1 
~ ;.:: :c >. ;.., g' BOP AnalysIs and Engineering 
~ ~ ~. ~ @.. ",D Sllaw-SOPAnalyses . $6,000,000 J 
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U. Line by L~ne ~Engineertng 
o 

i ~~~ Thijs tab~e represents the varian~ fin Engnneering costsoetween the origb1a~ 
.~ 1'3- a ,~ budgetarud the current forecast, The significant differences are shown. 
g'3~UJ~ 

,~ ~' ~ ~ ~ SCOPE ORIGINAL ,FORB::ASr' VARIANCE " EXPI..ANATIONSINOT5, 

! • ': j:!:j 0 " '0 ~VffiRiJl\)s " , . 

~~~o~ . 
~8~~~O ~a ~a ~ 

13 Draft - -Proprietary &: Corrfitlentiai Business trnormatIon '~, E=PL. 

~ tt: :a ~ 1a F1 . , . A"""","~h ~r\1"f 't···:~"kl"'lrl l~· n,.ntAl.....n~'I'I <:Iv~101"'I"Ir""nb",pl"'r"lOl"f~ "c:_ ,tnrTr.:IMPO:: 

~:=l'- '~~ I:<J ' :;:: .::I R :; IWDndenser ReplaceT!"entJAT!"ertap $500,000 

A~~~C 

.:i 

continued"on :next page 
:L 2-. 
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, <!)$l 
~,' '" d 
~ ~ ' c>f ~ ~ 
~ .i ~u. ~ 
oo~:(f)~ 
~ ~ !;- ~ ? 0 SCOPE , ORlGlNA.L r-Oru'::CASi' VARIANCE EXPLANAi'/ONSI N'OL~ 
t': '~ 0 'C; ~ UNDERRUNS ~ 
~~~o~~ ,Z ~~ ? ' ' 
~ S · ~...o. >. 'o:::t . # 

~ '" :8 N JIl,~ , Bininaled 'duefoscope,recItJction (1-4feedwaterlleaters no longer
'" a ;a ~ :: ~ Add FWHlr#5 &";/1 6 Digital Le\1el Controls $2,450,000 I 

' 0 '~~ ~ . 

A S!: ~ tE; ,t. ~ ~:gency ~n:~jn~~, R1:~r. Re~val ~~~~,~~~ ~ 

.,. 1 •• _ ..... , ... , ._ ...,......... _ ........__• "_' • 

.:

" 
..; 

::: 

.': 

1"'\"'''''Ir:',,_....~._ .._ ............... 

"'Total§, do not represent all EngineerIng items 
j., 2

Draft,- Proprj~tary.& ConficientialSusiness lnfortnatlon " ,I]!:P["",14 
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'~ en",..:j U ~ Major Sco:pe Reduction item§.
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DESCRIPTION 

EPU 

Draft - Proprietary & Confidential Business Information 
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" Exc1ters are InspeCted en a prevenfi'va
n"""""""",,,,,1'l th& fleet hGis'a 
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U.. Scop'e Additions 
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.~ .=; 
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~=~~~~ 
~a=~~~ 
~~~N~ 
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..' 

MajQr,.SS;QJ!.e Additions & .·jncrease.S; 


DESCRIPTION REQUlRI;:MENT 

Altemate Source Term LAR required 
modifications 

RISK OF NOT D01NG 

plant 
MWLO$S 

WWVLoss 
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Line by Line ... ·Material . 
'1 :§ ~ This table represents the major variance' in material costs 1?etween the original budget 
~: ..:; CI\' ~ 1 and the current forecast. The significant material cost differences, are shown. 
~ i ~ t.l e DESCRIPTION ORIGINAl. I FORECAST I VARIANCE IEXPl..ANA.TlON/NOTES. I 
oo~Cf,ltl.<= ... r::.:. Ilol "" OVER-RUNS ..... "'<.;;,;, .... 
,..- "". ~ @ .5 C::~ndenserRep!acement $ 30,000,000;$ 

~ ~ ~ ~- t:: ~ ~ Turbine-Controls DEl-! fa;::: .$ 4,600,000 S . 
•~ E! :\:: ~ it' ~ ~d FW HTR#S & #S DigifalLe\lel.03ri\rols.$ 459,200 $ 
.- <:<I-,Q N":': '5 e :s b a.. ~d 1)6w:fllSto!osi1g"f'Wlsolatbnwlves. $1,500,000 $ 
~- ~ J.t:I ~ b c'fIN Regulating Varve Trim RepJacerrent • $" 330.000 $ 

..! 
,.. 

. *Total~£o not.r~res·entaI1 Material items 
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;; III. Implementatio,n 
:\ 01) r5 
~ :! ~ 
i-r." ~ 'c 
:rool .; 'T" ~ Il: 
'i:/., r%~u ~ Summa1Y.of an impl(:!l'nentation costs'l5 ~.~ fJJ ~ 
';0 ... e r"'I (j;' 
~m~~",,<:>...... ..., <:>'" '0:1' 

"'" .~~ ~~'a 
't: El :t:: 1.0' li;';:: 
~ ~ :: ,M i!! ,\I) 

:0.> == ..=' b E, bll~",-~,= QI
'>-1 ::;;:. r=:I ..., i:I., FQtecastat Vs. 

.: 
! I. ,CostCenter I B~dgetl J ~~pletion _I 1cu~~t Bu~~~~J b_~~_ . _ .J 
~; 

~ , 
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,1 
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.j 
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J 
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<1 

:~ 
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ICDR 1.60-'3 EPU 00126'0 
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FPL 000078 CONFIDENTIAL ---..NCR-ll 

,I 
Ill. Implementation Lme,'byLine 

,
"1) m 	 , 

C!I:I 
=.a Original implem'entation estimates based on limited field 

'I-t" .~ 	 = 
~~or'~:l: 
~ ar:su 	e information. Costs for EPC contractors are hig,her·than anticipated'.g .g C::"«,1.l Pol 

~ ~ ~~ ~re~~;-----------~~~~MnM:---------------r--~~",,~--r--CMD~~r--r---~~~~-;r--------------;~~~~5N~QT~---------------'r ..., O! g: - ,'<1' Oe;;CRlPTiON ORiGI/ItAl. FORJ::GAS't VARIANCE TIC"'I !;5 
,:0 r:z:l ~ ~ .RUNS 

~ ~:E;:f' $ <"I 	 '''' Increased workscop&deflnitlon: heavy haUl, handllng.lnoraaseci scoPe, 
~.- ,
.i5 e·~ -;.
,~~~"" -" , , 

, 	 Project SUpport· FPi. Pto,ieetManagerrel'lt Sel'llic:s 19;8.24,800 
HPTutbina Siemens Afllanoa - OpenlClose'COs1 ,0 
C.....nerato•• ROtor Rl'!t:llaCl'> 01'>"11 ann (";fru:,.. 	 7,onn.oon 

.~ 

:! 

I: 
',', 
" 	 z 
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,......... CONFIDENTIAL 
 -....NCR~ll 

IU" Impleme.ntation .. Line by Line 
billS 
=~} t S' 

t-f~ 4.1=
i'<l>-)0jI"""
jj., ~,""iC e 
gi~~1). 
Q .., !:!; Iol C' 
~~"":IO\QO 
~ •• &:J:;O·S'" 
~~~~I).~ ...... a .... ..,; 19>-.t 
,,4/ C!I :8 I'! .:.= N.::.::=.- 100" 
•• <$ =- -= >. ~ 00.0> )0( :; !III
-1:1 .... IZl "":I I). 

:j. 
.; 
:-~ 

" 

...tl'hl"o.c£Qnt alllmp(emematfon items' 
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nt impiementation 
o~.. ,-§ 

.' 't: :E 
.~ ~ C!.) = Bechtel Proposa! Estimate,Changes~ ,., '00 "" . ", 
' 1 1 A~ U'l 

~i,..Ju~
<::JoPw{/JPw 

:~ .~ .~ ~ 'Z' 
,-i,.,...,O\s:lO FPL-EPU Turkey Point Project"0"'; r:t. g'o ~ ' . 

Base Scope * Bechtel Contract OrigiriaLP5d MoslLikeily Reduced Consolidated Reduced:1 "'i ....- IndICative Award- SubmitfaJ P50Revi Scope Hours Procurement Eng'g ManHrs 

2-
..Staffinfj Bechtel &

l.P 
1 - .,. Construction ~--3 i 

., ICOR 1.6b-3 EPU 001264 lDEvents 
.. Base scope as defined by Contract 'scope list 

'Z .... ~ N .Pw 0 
.~S ;':: .'<£ ~. 1Il 

..;fa~P-N~~ 
. ~=..=.Q~OJ) 
,:~~~':;t.~ 

,-;' 

~: 
:.' 

..'! 

:;! 

-.; 

::;: 

' ,1 

i: 

Bechtel FO.recast Adjustments 

II 
· I-', " , ',"~, · ··,,,,,oj 
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NCR-Xl 

HI. Implementation 
anI:!=..9 
i.i· 

""" ~ 4ol:::l
rzl'":)Of~G 
~ ... ,......~ :a 
,QJg~o"
ooAofIJ~ 'This timeHne s.hows ori.gi:naJ :Bechtel c,asts 'and theS ;j e.fo:l ~ 
,..'":)-:.c.=o 
~. cr:; 0"0"" 
-e.~~~~'S changes that resulted in a redu:ced' 'EPC ,costs 
.If"- ....E 
.~=.:t=\CG;l~.:c:.- .0 N .:c:
1J.;::::,a>a:....e>0'· ~ '":) ~.I;:I:S-: fo:l =Ie=~~~~~~~~~~--~----~~--~~~~~~~~~~~~~~~;;==========::~====::::~~~~::~~-----------

5/15/200& 

ti,; 

'prior to EPC 

(ShaWEStlmates) 


Wl! o!1ly have 

'dollars, 


:: 

, , BasedtJrf43 EPC 
.:, 

Sase<! 01143 MOOS IMOdlflCatiOnS IMOdiTleationS 
" per llait. Idl!ntlfied In Spec M- Identified In Spec 
J Rel/.:t. 
'/ 

rtrategy. 
,;

;. 
ICDR tSb-3 EPU Od1265 

26 Draft -'Proprietary ~ Conliderttlal BusineSs lrifotmation' " FPt• 
) ) ) 




------------,"._--'--..._----, 
FPL 000082 CONFIDENTIAL -,NCR-l1 .-. 

III,. Line by·Line- T.otal 
bJ)§ . 

i-. ~ ~ g This table represents the total variance between the original budget and 
~ ~ ~~ .~ the current forecast. Further breakdown for LAR,. eng.ineering and 
g~~~~ . 
~ ~ ~~ j' 0 lmpiementation appear on other ~u'"u:;.., , . 
~ czi ~. ~ , [:l .... . DeCRll"TlON. ORlGfNAI... j FOlEA.ST I VARiANCE EXPLANATlOtu NOTES "
;.0 .5 :::; Iff' ~~RlINS 
~ :a' ~. r;:, E ~ . : I· E!alance of Flant material cost, heavy haul. Al'IlllrlBp rep!acell'l!!nt
'A ~ H -a tI;o~enser Rep!<IcerrentlArrerlap$S4,OOO,OOO. 
: j:.iI t-;o RPlirtermds & Rotor/Generator Rewind. RoIor/l-lR..iftValVes ·$1IJO,052,OOO' J 
~ lic.el1SeArrendl'tlllrrt Request '8lglneerlng, Licensllig and Support $28,670,000. 1 
$ 

:' 
;~ 

:. 

:i 

$.850,001} 

.! 

:i, 

ICOR 1.6~ EPU . Continued .on next page 001266 

.' .,
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NCR-ll 

nl.Line b:y liAe- Total 
I.IJI§
,: ' , tis 

!';.1~op~i 
.cf,. .,;:::i :
.g.gj:l.j~f;I., 
0:> .. !!:!,IirilF~ ~ ~ .: ~' 'DESCRIPTION I .ORIGINAL I FORCCAST I V.AA!ANCE EXPLANATION/.NOIES 
-= =.~ ~ i$caI'IHNGREASes " " 

,~ .~ ;§:.i ? ~ 	 I /. I .Material Cost, El!MitedMSRs:- rew~Crossover Apes, drain 'lank 

~=~.;-
~ ,~ '" '"';) "'eclSupport - FPL Project Managerrent ServIoes 	 $'2S,41S,sOO 

$26,0IXI 000 

.. 
;.~ ., 

" 

:s 

f 
'.' 
" 

,; 

., 
~. 
" 

·1 
.~ 
,{ (COR 1.61>-3 EPU 	 001267 
" continued on ·next page 
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'Ut Li'ne by line - Totar 
eJl 
I: 

:;:I.
i-. .. 
~.!;d?:i
C:k ... ""'" aI· 


~ .g ~ ~ ~ . OESCRlt:rrION ORlSlNAL I FORECAST 1 VARIANCE IEXPl.ANA.1lONI NOTES , 

~' ~ ~ ~ :: S"PEDEl.ETIONS 
.... I-) ., ~,. ';;, ~; 

'cl: cz:: ~. ~ ;1 RVessel Upper·Head TetiP Qliwer, $1'4,000;000 I 
~ e:::: \IS "~ IJj place 'llIe lIIIa1r:t Tral1~orrretS $1 8,394.'200 I 
.~ ~,j ';. ~ If. i:!I!ion of Trfm Coolers to 6cci!er $4,500.000 

'O';i; rI 'i3 ~ A amate SFPCooling System $8.000.000 
~ """ ~..., e ... _'-__ ~'Oct"'/l-"- ... <JI.A 1.A'T..;."...r~_""'_:II-\ .... n_ ...~,.,. 

" 
" 

~ 
r 

~ 

, 
~ 

. ~ 
~ 

~ 

~ 

~ 
t 

~ 

~ , ~ 3 
~ 
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Ut Rnsk 'andMitigation 

I)IJ 

:sc 

• <> 
~Io.o.oo~ 
W..., I"" 
id., .,;-~u 
'O,Q .... "".g; 8 ~~ 
..... <IS .... 0\' ........ ~o 

~:o c:: ~ ~. 
?; ... ;:; \CJ~ 
~ s::l . _ N ' 

'~§:§» . 
";5 >. K :; 
~ .... ~ .... 

Gantljl Cmno tr.MI ,,~eed. "",Hoble 
I space; etc. Cmne may be Less than 

IAdecIlIale10 eftielendy Sllpport the EPU ~. 

; 
"'; 

M I Morglnol ·Cost 

ICDR 1.Bb-3EPU 
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eftidenuy rernO\.ll) ~nd repiaea 
need.d lllr poI'I!Or uprate 'Mlhin the 

OUlage'limefrome 

Th. ErTo~(non co"".,..,u",) may slgnifioantly. 
Iredu",,~he Containment P~su:e M3I91n 

Extended Power Upmto 

" 


MeetiI1llS:1Q~rr(elY' being herd Yith station to 

' 
f'lI"l<ttlrI'\o1h~V fire integrated wilh the proJec: 

I
EI'PI-34S new ins1ruction 1l1at de!lnes risk 
iden!i1c3![on and mitigallon utilizing WM'M

m~n2g.ment ....,Jl;iilg YAih Lice11slng \0 
'e· an~eep\:lble proc.edurev.lllen.v';ll 

Imfniriii• . 1ht! Impact \0 EPU 

001269 

FPL. 
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l'il.Rusk and Mitigation 
~ 

. . i., 
~ 

;~~~ 
~~~u 
g~~~
o~~ 

~~~~ 
~~~~ . 
~~~~ 
~~-N 

~~~~ 
~~~~ 
~~~~ 

'j 

:zI1:zIOB 

.) 

F'PL PM .vpport Is not a:!equale 10 complete:.11 
3".$\ltjes ,\<Athln ~he schedule. . 

Uee~se Amenclment Request NRC RelleVi could 
be delayed due to error.; and omissions ' 
,- NRC Ac:eeptanee 
- NRC Technical Reli .. VI 


- ACRS ROI-i.", 

-SBLOCA COnfirmatory Analysis 


R~,ew Slandsrd 'lOr Ci<!ended 

Pawer Uprnles• 

• Oelelop EPPI f.rformat arid leW 
orciet.~ 

Use Ginna EPUsubmiltal """glider", 
ft>nnat and I~ of d.lan 
Sectvester r"";""" and ehallenge beards 
3N:ertaln' Ilterim tAR ",,'estones 
, SOIf AsMsS1Mn! after 1st tAR 
Section 

Mulli-parly peer rel,\BWS ~slng 


jndu::1ry and regulotory experts 

Ad"""",, me.UngO\wth NRC priorto 

sUbmittal 


; VP Nue!ear Power Upratc me! with NRR 
r.inagel)\ent 7121/08 

to ~end lhG Outnge ckJrntionM, I M9r!iinot 
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HLRrsk and .Mitigation 
c 

O~ 0 

'.C = 
:-. QJ 
:. . ' Q"I 

:r;z ..:; Of' :E 
., ~ .,.". .gs 1l :::" '-' 
:oo-rn 
o '"''''''~ . . . ~ 

.~ ~ ~ 0\ l:r;'~:-:'~~':" ; ~'~I "'.~';: ': a: go".· ". .r,. . 
;0 C!: ;l:··N 

.~ 6 ;::: ...0 1~~"'Ii~lna~~«.cN 

.~:: '-~ 
;{5 ,- ~ = 
l:I .~ '~ ..., 

. . 

.~!::J.~ 

Interim O;>eration E\"IIla!icn (Umbrella., 
OperoliorlElIclu3!lon) 

..... ... 001 • __;......._ . __ ~ •• • •• • 


RUnbock.CI{cliil M01Is for' Condensata, SG 
fee<!waler, and healerOraJlis Pumps 

Wrap Around Mod fer lAR 

Gland Ste:im'plplngto Glant!Stenm COmlen""rl" 
unde:'3ized 

SG Feed",,,ter Pump Reo!rc Unes 

~'.- .. .- ._.... 
CCW Cooling Calr.lcily Undets1:z:.d 

ErnelSehey Contain",,,,,! Fin.r Removal (Abandon 
M I .Marglri31 CostIn place i" budg"'ed) 


Ad<r Fdwtr Htr#l thru#4 Oigit;Jll.eI.P.l Controls 
 M iSigni6C3r.t Cast 
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.; 
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1, Notes 
'::
{ 

i 	 An-Outage durations'to be raviewed.& approved b)l eND upon completion ot-scope definition 

1 outage dUrations driVen by Generator rewind currently In the approved Outage'schedule 

3 Outagedutation driven ~y HP '& 'LP Turbine and MSR Repiacements 

4 Target goal for SixSigma.Team rawlhdoutage durations·. 

S MWe based on Siemens heat balance (contracttai"get) 

Lbnger duration Outage$ 'Mve been included in the business model 
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t~~~~~ 

7j .~ P:.~ ~ CD 
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~ ~ ~. '; ~ 0:: 

[ NRC Time Line U2 NRC EPU LAR Review (14 mo.) 

NRC lit EPU LAR RevIeW (14 mo,) 

~ . .,~ 

9/09 1110. 
Submit U1 Submit U2 

EPU LAR EPU LAR 


11110 3/11 
NRC Approves 'NRC Approves 


U1 EPU LAR EPU'LAR 


1 EPU Til'neLine --I 

+ 129 Mwe· EPU 
Total =149MWe 

+116Mwe-EPU 
Total = 265 MWe 

'
~ :: 

7 Draft - Proprietary & Confidential Business Information &:Pn...." 



D
oc

ke
tN

o.
 1

10
00

9-
E

I
W

ill
ia

m
 R

, 
Ja

co
bs

, 
Jr

.
E

xh
ib

itT
V

R
{F

'P
L)

-9
Ju

ly
 2

4 
20

09
 E

S
D

D
 M

ee
tin

g
(S

L 
Lu

ci
e)

 F
re

se
ut

at
io

n
P

ag
e 

8 
of

52

o o 2, F
iJ H u z F
{ F F r.

e @ -5 ffi
'

g l {8 S
+

.r
*

ttq k g" 4D

{f
- { E

I * f ! a tt o tl {
's

e f, o q (D !r
- u li E
}

(B m a 3 a 3 It
.€

' !'

zf
r

nE
q

H
o

:r
. 

o
na -h

F

€f
fi

r



W
ill

la
m

 R
. 

Ja
co

bs
o 

Jr
.

E
xh

ib
itW

R
{F

P
LF

9
Ju

ty
 2

6,
20

09
 h

S
D

o 
w

le
et

in
g 

'

(S
t 

Lu
ei

e)
 P

re
se

nt
at

io
n

P
ag

e9
 o

f5
2

n a z :*
' v { it- F ts

b 0 "T 6' €

td
Z

1d ot
r{

F
lo

:r
. 
e

tr
R hl

ry
w

r



D
oc

ke
t 

N
o.

 1
10

00
9-

E
I

W
ill

ia
m

 R
, 

Ja
co

bs
'J

n
E

xh
ib

itW
R

{F
P

L)
-9

Ju
Iy

26
, 

20
09

 E
S

D
D

 M
ee

tin
g

(S
t 

Lu
ci

e)
 P

re
se

nt
at

lo
n

. 
P

ag
e 

10
 o

f5
2

o E
]

E
[ !r {r I .E o =
. o € eo C
T o + .t!
.

ID !3 g tr tr U
T =
'

T
D gl ct 5 E
. 3 !l g o :t

ff, g E -l d B $l

24 O
F

H
a

F
:€ -s

*f
fi

r



Ilo
ck

et
 N

o.
 1

10
00

9-
E

I
IA

rt
llt

im
 R

. 
Ja

eo
bs

, 
Jr

.
E

xh
ib

if 
IV

R
J(

F
P

L)
-9

Ju
ly

 2
6,

 2
00

9 
E

S
D

D
 M

ee
tin

g
(S

t 
Lu

ci
e)

 P
re

se
nt

at
io

n
P

ag
e 

11
 o

f5
2

6

o 2 E H F
l

tr
l F

@
l

t F T @ F
il @ ffi 5 J E

€ 5 $l tt E
#

t3 E -{
r

I .It -d ! ([ A
' e F
q o o o. o T sl tr E o I {! q (o 3' u' t E
t 6'

I r
 I

 r
 r

 lE
.ff

i'#

$F
ffi

g$
 E

H
 fi

{ 
$f

fH

g 
A

 **
qr

 *
a 

ilr
 **

g

qt
a+

*i
l *

ef
ig

 il
E

E
g3

fi 
$a

E
E

u 
aa

E
H

aE
 $

 E
 #

 A
f,

st
 ,f

i s
 3

 d
 ft

g
qs

 =
 € 

F
 il

 q
tr

g 
H

*r
ffa

g
$H

F
$g

fl
* 

H
aa

s

rF J F
{r e'
H

zE R
E

{
fr

,=
ra

5
ts

S
r tI

pW



D
oc

ke
tN

o.
 1

10
00

9-
E

I
W

lll
ia

m
 R

. 
Ja

co
bs

' J
r.

E
xh

ib
itS

IR
J(

T
'P

L)
J

o o z tr
t tr
l z F
l F t{

tin
g 4 # b *E o st
.

{n g g H pt F
t q

$ 
gH

g .l !l '+
t

I ! o T s' q F o o o g ttr tr o I o a n .3 q a gt o =

Ju
ty

 2
4 

20
09

E
S

D
D

 
M

ee
(S

t 
Lu

ci
c)

 P
re

se
nt

at
io

n
P

ag
el

2o
f 

52

s

ffi
r-

44
 

E
r

H
fl

tr
'g gE

"
8"

d
tff

l
H

S
{U

 r
+

'|0
rw oE

'
€q

 ff
i

5#
 lf

t
*"

9 
lE

,

X
ef

fi
9t

n 
ln

4N
l 

In
F

l 
t6

1!
F

 
lq

S
R

* 
ls

,
et

G
e)

o
(f

l u
+

"

fir
0 :r -i C
C ""
r

$ r"l c"
+ 5 s0 5 1.

,

I\J

tr
l

G

u'
€ or F
o

.r
. 
e

.(
,J

ur

F
ffi



FPL000436. CONFIDENTIAL 
NCR-ll 

t:>I) It Line by line - LAR 
~ .. r:: 

1-1. Ii!:'"I Q 

~":;""""':;::.;., .;;-A~.s Bas'e Scope costs were higher than expectedooQ,..;i~c 
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.~ II" Area Summary.... 
~ 1:1 ...., s.: 0't::-4 

~""~~1;

g~~@i 

o ""!!:,P-l ~ Engineering Costs 
=~~~~~ " d ~ 0 'Cj' ....Z MOM 0a ... n""",
'lil=:O~;::I.- • Modification Engineering costs increased by $18M~ a ~ ~~ ~ 
oa_~"""+1<1:1 
O~ilIil':;~~ .primarily due to new scope additions· and existing design 

issues. 
..... Detailed LAR evaluations identified additional scope and 

. . existing design issues not addressed in Feasibifity.Studies. 
..... New scope items identified in the Shaw Seoping Study and 

evolution of the LAR. . 
·i ...- Lack of margin in secondary systems, structures, and 

. componentsi 
) 

... Addition of EPC contractor necessitates additional EPU BOP 
Vendor (Shaw) interface 

.- EPe vendqr used for PC/M development 

15 Draft - Proprietary & Confidentlal8usiness Information ..... F=PL. 
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~ II. Line by Line -: Engineerin'g 
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.: 

: 

t 

Modification Engineering costs increase. primarily due to new scope additions and 
existing design issues. 

COntinued on nextpage
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En.gineering 
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FPL 000441CONFlDENTIAL 
NCR-ll 

O~ It Scope Reductions 
:0:: '" 

OJ 

OJ :: 


~":;o,~,g 
I .... ,...!.... c:t d 
g;~,;.lQ1: Scope Reductions 
ooQ....r.f.) tV 

~ ;: B~ ~ 

,;,:~g;C:irl ,


' . 
Z~~~:§'';;
..we::::....?'c.Jco 
~~.QN::-'
~=._>....:l.., 
O:::-::;-=.,.Jb~ 
Qt::t;,j..:;~O: 

,.. 

J.t~r]:~~ ~.~ .~~!RtlP"fi.l~~!r4*St{~~.~~~f:;~H;~-!lTI;t!;ill:!i..%?;~i~!!~3:~~~iIJ.i~ 
Circulating Water Pump Refurbishments - refurb 
pumps to original design condItion 

~:(Q;~);~;{~.~J~2~~~~~~i;~. ~~11~~(J;~;)f~?:;m~1!I!~~hli~~~~~~)t~~~~~~~~mH~~~ 
l~e-e5UlOIl6n~& u"glnallJ"'~"lle '" PUIliP" allu 
Improves reliability 

f?,~tl~~J.~~~~.f~~HI:m!:fl~:~:ir;!~:fS!?J!mHgn~~tf~[f;!~~(m2ill:t~~"aJ~i~8'~s1:{:-
Ri... iUI uuwn-puw"ring units In summer months. 
Cannot be Jusllfierl for EPU 

H.~I.~.~~~\!~~1~ir~j~;H~~1l 
I Med 

2 Condensate Suction Piping U2 - increase pipe 
size 

Eliminates source of oxygon (strainers) and ·
reduces pipe noVi velocities 

'Ooes not address pump vibrntlon 13sues Med 

3 Add Dedicated power Supply for 1C/2C 
Condensate Pumps - replace exist 1C/2C 4.16 
kV motors , install 6.9kV Switchgear cubicle and 
remove transfer switch 

Eliminates existing OPS burden with transfer 
switch 

Auto-swap very expensive and cannot be justified 
for EPU 

Low 

4 IReplace DEH Constant Pressure pumps
Replace exist centrifugal pumps with constant 
pressure 

Eliminales obsolete unloading pressure regulators 
and tubing fatigue Issues 

ICannol be Justified for EPU LolV 

5 IFeedwater heater digital controls 1m proves reJiabiHty 008S not eliminate obsolescence Issues Low 

6 IMain Steam Safety Valvel Tailpipe Mods Not required after engineering review N/A None 

7 IMain Steam Safety Valve Orifice Change- Not required afterenglneering review N/A None 

8 IMain Steam ADV Trim Change out- Not required after engineering reView N/A None 

9 IExciter Upgrade I revlind Not required after SJemens review . None None 

-: 

18 Draft - Proprietary &Confidential Business It,formation ., FII=»I-. 
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<.I <11,0\"1.," 411':':=:a ~- .. 'Material costs increased. from 'primarily.. J
~:lM-...s ~ 
A~r:.1~!'21l': due to Turbine I Generator. c'ost.. Increases . from project 

scope estimate to contract establishment. 

, o ,Transformer and pump material costs es,calate at greater 
;:l , than assumed rates 
j 
~ 

{ 
) 
" • Addedscop'e for LAR and Design analysis has also 
,., " caused. increased m:aterial cost for the· added ite.ms. " 

:1 
1 
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~ 

j 

i: 
:~ 

t.t 
;'~ 

" 
J 
~~. .' 
l 
i 20 Draft- Proprietary &.Confidentlal Business fnfonnatlon' '-t. 

;. 

IJ 


:1, , 
~ 

) ) ) 




....... 


FPL·OOO4#CONFIDENTLU.. 
NCR·l1 

It. li.ne by Line". Material 
; " 

. 

i' 
sn 

g Materla~ costs Increa$ed from $'221~M::to :$255M.:primarily due to. 

1~ ~~% ~ ~ Turbine rGe-neratorcost. . . 
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III. fmplementation ' 
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Summary of an Implementation Costs 
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Email from Kundalkar to Nhzar, May 30r 2009
Page 1 ofl

ffi
f9l Namr, Mano
Eq Kundalkar, Rajlvs
gdntr SatMay 30 09:56:51 2009
subJec*@.Lega|andFLRegAffalrsd|scusslon-CostRecoveryFPScrequafforpa*FreuPresentaHqn5
Mano:

Background: ' .

. FPSC staff { not offlce of Public Councll } has requested that we provtde ALt pr6vious Exec pruentatlons and Bl-weetly

CNO presentatlons to the staff.

I dlscussed the lmplicatlons with Bryan Anderson, Legal Dept and Tiffany Cordes, Beg Affqirs Mgr and polnted out that:

(a) atf flles contain tables showlng potential hlsher MWts outpuh for PSL { X06 pro-forma r,n ll8MW-otpected, per

.unit ), and PTN (104vs10s MW per unlt) ' ,

(b) Also recent presentatlons indicate Bechtel's budget requdsts anil required meu-loadtng to be hlBherJhan thel,r

orislnal indtcagve non.blndlng proposal ln Nov.,/Dec 2008, The slldes'also polnt out the path of respliltion the Project

team ls taklng,to brlne order ln the Bechtelts proposaf that lncludes chaltengln8. assumptlons, ramp ftltes, HQcharges,

^ fleld manual work hourassumptlons etcr)
\Jlnppgylousplannlngdlscusslonswtth.Armandoandttrelegalstaffwe hadmadethemawareoftheexpected$$

sritmates coutd be hlgher than $ZSO Milllon for PTN and $650 Mllllon for PSL based on Bec,htel's recent vlew,

Therefore,ln the May.testirnony we Indfcated that FPL will updatefils retated lnfonnhtion as soon as final analysls

anddesignpar"*ompl'.tud, ArmandobadviseatthattimewastolntroducethetoRig'andcqlfectflnallzethefactsand
scopeforfurther 'suhmittal atapproprtate tlme, ' 

.rt
,r

Therefore, the tlming of gettlng the scope firmly deflned and valldatlon of esiimites becomesrrery Important . lffe

haye lald out a schedule that Bechtet and pffllpSfltW teams are worklngto be,feidy far FPI' Bechtel meetlns

sclieduled far6lL}lag, Afso,wewillneedthJsamelnformatlonforyoufrev${r{andJirnRobomeetlnglnrnld{ateJune''j
Steps between now.andthen are! it

{gechtel ls revislng thelr estimates perourcomment and Input on best, P50 and Worst assumptions for ALL t}e scope

currentlY on the llst !

-Bechtel vrlllpmvlde Best, P50 case, and Worst case estimates nextweek
-ln parallel Engflc Worklng with Shaw and Ptant groups will flrm up must have and nfce to have scope llsts

-N$C steps wlll Involve slte VP brleflne befoie foffnal Tech Steerlng Commlttee revlew per charter of the prolect

-Document the outcoms and results and provlde that Inputto Bechtet forflnal odJustments beforethe 6/x2 meetlnc tf

posslble,
-Thls s-arne processwlll be followed for Polnt Beach as well.

Terry has been brlefed by me. Wlil keep you posted onthe Frogress,

Please let ms know lf you have any thoughts orquestlons on thetoplc'

t'

RaJ
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Excerpts from Kundalkar Dep_ositio n
Page 2 of 30 'Page

I'm sorry -- one hundred and slx mi'Ilion dollars

for implementation for the months of April and

May. 2OOg, an l-ncreased number is shown of two

hundred and thirty milLion dollars, correct?

A. Yes, it is.

A. So while the overall estimate is

constant at this six eighty-two, some of the

colnponents of that have changed over tjme from the

time the indicati.ve bid was subntltted to May'

2049?

A. 
".:. 

I would like to explain lhat' but

go ahead, ask me a questJ-on, I gu€ss.

A. I think we t'ril-l get to that. o

There's another column called: Scope

not estirnated. What does that term mean?

A. Mr. McGlothlin, thls was a fast-track

project, so when we undertook thls project' we

were dolng a number of these functions in

paral-Iel. And norrnalLy when we execute these

large complex. projects, we do initial scoping

st.udy, then do detailed engineering analysis, and

then we do detailed engineeri-ng deslgn. And once

those drawings are availabJ-e, then we do

conslruction planning. and then do construction

estimate, and at that time establ-ish for the

25
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Excerpts from Kun dalka r D ep gsltio_n

PageJ of30 - Bage

contingency or the inplementation of that Job and

then implement.

That process, ln the initial planning

, stage, would have taken us many years past the

year in which there. vas need for electricity for

Florida's customers. Originally' thLs project was

going to be completed much fater. So when vre --

so lihen r,le estabLished there was a need for

electricity of a certain rnagnltude in 2Al2 and we

were asked if we werie to do this as a fast-lrack

project, can we i:nplement that, and in doing so

what are the unknor,.rns

And one of the unknowr,rsr or one of the

things, risk factors we need to account for is

identify and allocate that there may be certain

scope activities not ldentifled as part of the

scoping study and they could be discouraged. So

allocate appropriate amount of money for scope not

j-dentlfied, which wiJ-l be ldentified as part of

the detail"ed analysis, part of the detail-ed

design. Thatrs part of discovery.

Therefore, a large percentage of amount

was placed in that bucket, which is here descrj,bed

as scope nob estimated" As I recal-l it may have

been in the range of forty-five or fifty percent,

26
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Excerph from Kundalkar Deppsitior
Page4 of30 'Page

roughly llke that. So, thatrs what that amount

was.

A. You indicated that at one point the

uprate proJects were contemplated to go into

service at a much l-ater date?

A. Yes.

C. Can you te1l me approximately what time

frame that planning took place?

A. I donrt know. I dontt remember exactJ.y,

but it was many years beyond 2ALZ ls what I

recalI. To go and do these -- all these major

activities I talked about, scoping, eng'ineering

analysls, design and then J.mplementation. in series

would have put us many -- a significant amount of

tine beyond 201-2, and that was not ln the best

i-nterests of customers of Florida because the need

for elecLricity was ln 2A12.

A. You were asked about what would a

fast-track approach accomplish, Who would have

posed that question to you?

A. I dontt understand your question, $o

could you, maybe, clarify what you are trying to

ask me?

A. I will try.

In an earlier answer you said: We were

27
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Excerpts from Kundalkar Depgsi*oon 
"oPage 5 of30

asked about the fast-track possibility after FPL

had orlginally planned to construct the uprates in

the more typical fashion and have it placed ln

service at a much later date-

When you say: We were asked about the

fast-track. who would have been poslng that

queetj-on to you?

A. ft would be senior executive management,

and as I recall it was a -- about the time when

the Glades coal-fired plant was not approved for

construction or implementation by PSE, so lt may

have been earlier part of 2007.

I'm going back on memory here, but that

was about the time.

0. Going back to this

A, Okay.

a. Exhibir 3.

As I understand the math thatrs

presented here, certain components of the overall

total, such as engineerj-ng' and the irnplementation

that I referred you to earlier, increased over

time. And as f understand it, any lncreases in

the total of those other components were matched

by offsetting reduction in the scope not estimated

and that's how the profornia of six eighty-two

scheduler page four.

APEX REPOR'rING cROUp (954) 467-8244
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Page 6 of 30 ! s:'v v v

Bg m.. McGIrOlELfHl

A. Mr. Kundalkar, f have asked you to look

at a document that we have marked as Exhibit 2,

which is the one-page e-mail memo f.rorn you to Mano

Nazar

Am I sayj-ng his narne correctly?

A. Itrs pretty cIose.

A" Who is Mr. Nazar?

XL" $Cr. Nazar was my supervisor, chief

nuclear officer for nuclear division whi-le f was

At FPI

' A. You've had an opportunlty to review this
documenti have you not? o

A" Yeah, you gave it to me, and f had a

minute or two to look at it. yes, sir.

A- As I understand the content, you were

using thrs as a vehicle to inforrn Mr" Nazar that

the PSE staff was collecting copi-es of prevj_ous

presentations made to the chief nuclear officer
and to the Executive Stegring Committee, correct?

A. fhe purpose hras Just to keep h5_ro

informed of where we are in general. That may

have been step number one. He may have been

trave.ling. I may have been traveling. f don't

know my schedule when or where f'was oh Uay 30th,

APEX REpoRTrNc GROUP (954) 461-8204
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Excerpts from Kundalkar Depggitjo;r at
Page 7 of30

buL just brief him on where we are.

A. Yes, sir.

And in terrrns of telling him where you

were at the tinre in this particular briefing, you

were inforrning hlm that the PSE staff had asked

for all. copies of presentations to the chief

nuclear officer and, I imagine, the Steering

Committee, correct?

A. That is correct, sir.

A. You begin by saying that you had

discussed the impllcations with Bryan Anderson of

legal and Tlffany Cordes of regulatory affairs'

correct?

A. Yes.

A. Both wj.th FPL, correet?

.4. That ls correct.

A. And specificallyr Vou pointed out that

the materials reguested by the PSE staff would

show estimates of capital costs hlgher than thpse

contained ln the May prefiled testimony; is that

correct?

A. I think that -- are you referring to

Item B, bravo, there?

A. Yes.

A. So Bechtelrs forecast, or Bechtelts wish

APEX REPORTING GROUP (954) 467*8204
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Excerpts from Kundalkar Deqgqilign 6q
Page8of30 rsYv

llst for the forecast. -- V€sr yes. Lrm conveying

to him that thls info that I received frorn Bechtel

'with respect to their preliminary forecast nurnbers

based on what is being done. and based on the

man-loading that they are assuming is higher than

their original indicated nonbinding proposal.

And then the paths the team was taking

to resolve those Lssues with Bechtel.

I think that is Listed there"

A" Looking at the paragraph that begi.ns

with the words: In previous planning discussions.

Do you see that?

A. o Yes, sir.

A. You report that you had lnformed Armando

Olivera, ls that the Armando?

A" Yes, it is Mr. Armando Olivera.

A. And the Iegal sLaff, that the estjrnates

from Bechtel could be higher than the seven-fifty

for Turkey Point and six-fifty for St. lucie,

corcect? .

Xl. We had informed him of, like the

sentence says: Based on Bechtelrs reeent view,

they could be higher, but we also had po5-nted out

that, we are challenging Bechtelts vLer^r. We d.o not

accept that and there are certain things they can

APEX REPORTTNG GROUP (954) 467-8204
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Excerpfs from Kundalkar Depgsi4oA q q
Fage 9 of30

do to brlng thern to the right scope and -- scope

and estimate assumptions and outage optimizing and

thlngs like that

A. And the seven hundred and fifty nnilllon

dollars for Turkey point and six-fifty million for
St. lucj-e comespond to the tndicative bild values

that you included in your prefited testi-mony,

correct?

e.. I know you refer to that as indicative
bid earlier also. but. T think lhese are the Neecls

filing numbers. Thatrs what they are.

Input f.rom Shaw, Stone scoping studies

and the indicative bids came almost a year later.
So the Needs filings were in late Z1OT, September,

October, 2007. Bechtel j-ndicative blds sarne, I
think, in late 2008.

But, right, they are very, very cLose to
each other. But lfm referr.J-ng to the Needs

filing. That's what Irm referring to.

0. So on the one hand in the Needs filing
and l"n the May, 2009 testimony, you had presented.

testimony reporting that the overall cost estirnate

was unchanged and at the aane tj-me pSE staff had

requested copies' of presentations which would

indicate that from the Bechtel perspectlve those

APEX REPoRTTNG GROUP (954) 467_82Q4
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Excerpts from Kundalkar Depgsition -^Page10of30 Hage bu

costs were increasing, correct?

A. ft was a long questlon you asked, so

please ask me that guestion again because I J.ost

you there in the question.

q. I will take this from the memo that you

have explaining to Mr. Nazar that on the one hand

in the Needs case and in the Nuclear Cost Recovery

case, nost recently in the May, 2AAg testimony,

FPL had presented a cost estimate that had not

changed either from the Needs case or sllghtly
from the indicative bid. And it indicated that

there was no need to modify it at this tJ-me,

correct?

A. Yes, that is correct"

A. And then the additional pieee of

inforrration conveyed to Mr. Nazar was that the pSE

staff had requested- copies of presentations whj-ch

would have reflected the fact that the est.imates

being received fron Bechtel were higher than those

belng report in your testimony?

"4. f donrt think f would -- the purpose of
thls merno was to, well, first of all, make him

aware that there was some conficlential

presentation information belng requested.
'So that I s part one.

APEX REPORTTNG GROUP .(954) 461-82A4
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Excerpts from Kundalkar Deppsition
Page it orlo -Page

Part two'is rnake hirn atrare that our

current status with Bechtel, which is input --

prelimtnary input, unverified, not challenged,

based on preliminary engineering, are higher and

we are in the process of resolving those as they

are discussed in these presentations.

,And so thatrs what -- thatf s al-I Itm

trying to communicate here.

g. As chief nuclear off!-cer, he would have

received the presentation for the May, 2009

Executive Steering Committee, correct?

A. He would have, but I donrt know if he

was here, or if he was traveling, I "Just don't

recall. I just don't recalI,

I just wanted him to be aware that there

are some confldential -- these -- as you saw the

labe1, they are confidential presentation

packages, and f wanted hlm to be aware that

certain information is being reguested and t{e are

going to rnake that available.

And it has the fcillowing thlnfs because

he may be traveling. I just don't know where he

was. I just wanted to rnake hLm aware of that --
what is being communj-cated to the -- and how we

are fulfilling staffrs request.

6L

APEX REPORTTNG GROUP (9s4) 467-82Q4
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a. And in the

you had dLscussed the

staffrs reguest.

- fsn't it true that the implications

include the fact that Fpt's testirnony filed in
May, 20Og contalned one estirnate of overall costs,

whereas the presentations being made to the chief

nuclear officer and the Steering Committee showed

a Lrend of increasing costs above tbat level?

!{R. EEfIr: Object to the form of the

questi_on.

ftrs leading.

You can answer the guestion if you

understand it.
gEE WITNESS: No, f don't understand

the questlon, sir.

Can you break it doron j-nto simpler

questlons for me to understand?

BY }dR. MeGLQTHLIN:

O. Well, for instance, were you concerned

about the fact that the presentations being made

to the chief nuclear officer and the Steering

Committee contalned lndications of costs higher

than those that were being reported to pSE?

A. Absolutely not. Absolutely not, because

Excerpts from Kundalkar Depqsition
Pagel2 of30 'Page

first paragraph you say tlat
implications of the PSE

APEX REpORTTNG GROUP (954) 467-8204
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Excerpts from Kundalkar Deplrsition
Page 13 of 30 'Page

the same presentations also highlighted, as you

went through that earlier paekage. steps being 
.

taken to reso-lve those dlfferences and address

those coneerns

So abso1utely not.

A. Yes, they indLcated steps were beLng

taken to resolve the differences between FPL and

Bechtel and as one ramification of that, did you

have in rnind when you wrote this mernorandum that

in conjunction with resolving the differences wj-th

Bechtel, you. wouJ-d also take whatever steps would

be appropriate to reconcile, if that's the right

word, the testimony to the estimates being

resolvedT

.It. None of that even crossed ny mind,

This was strictlv to make him aware that

Lhese -- this information is being requested. It

has these discussions. At the sarne tirne therers

higher megawatt output belng produced by the

plant, ma'ke hirn ar+are. of that. The Needs ffting

had different numbers, and this information tsould

be provided to the Comrnission.

rfust make hi:n aware of that.

A. If you wil1, read for me the two

paragraphs tieglnning with the. words: In previous

63

APEX REPORTING cROUp {954) 467-8204
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Excerpts from Kundalkar Deposition
Page14of30 Page

planning discussions.

A. In previous planning discussions with

Armando and the legal staff, we had'rnade them

aware of the expected dollar estimates could be

hi-gher than. seven hundred and fifty million for

Turkey Point and six hundred fifty million for

Port St. Lucie based on BechteLrs recent view.

Therefore, ln May testirnony we indicated

that FPL would update this related information as

soon as final analysis and designs are completed,

Armandors advice at that tLme was to introduce the

topic and collect and finalize the facts and scope

for further submittal at appropriate time.

A. And the next paragraph, please?

&. Therefore, the tjming of getting the

scope firmly defj-ned and validation of estiurates

becomes very important. tr{e have lald out a

schedule that Bechtel and Turkey Point and

.St" Lucj-e and corporate headquarter team are

working to be ready for FPUBechtel meeting

scheduled for .Tune some date. And we will need

the same information for your review and Robo for

meeting in ltay to late June"

g. Do I understand correctly that when you

said the timing of needing the scope firnrly

64

b
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defined and vaU-dation of estimates are becoming

very important" that relates to Lhe fact that the

May testimony maintained the original estimate

with the ,proviso that lt raould be updated at the

appropriate time?

&. No, there was no such tie. It was

striotly: We need to get this scope flrmly

defined and estLmates valldated as soon as

possible because we have a meeting, a new Exec-

Steering Committee meeting, coming up with

Mr. Robo in mid to late June. We need to have

that lnformation. The sooner we resoLve these

differences, we can have a firm picture of where

we stand.

A. When you use the terms geLting the scope

firurly defined and validatlon of estimates, yourre

referrl-ng to the process of resolving your

differences wj-th Eechtel' correct?

A. Yes.

a. And --

.4., Go ahead

A. And that resolution was to take place as

we discussed earlier within ift" tfti*ty-day time

frame from late May to late ,June?

A. As lt was laid out in thaL MaY

APEX REPORTTNG GROUP (9s4) 467-8204
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presentation, y€s, sir.
g" As we discussedn engineering of the

projeit at thls stage was at a very early point.

correct?

A. Very low percentage of engineering, yes.

A. So when you say getting the scope firmly
defined, you donrt meah completion of design

engineering, do you?

e" No, I donrt mean that.

A. And when you say validation.of

estimates, you're not talklng about the final
estlmate that comes out of the detailed

engS.neering, are you? o'

e. No, it is validation of assumpti.ons

Bechtel is making in giving us these prelirn_i-nary

estj$ate numbers because we have serious questlons

and doubts about assumptS.ons they were using and

their man-loading preparation and overly

conservative,

That t s what we mean by validatj_on

A. Then you lay out the steps for that
process and they are the same steps, or

essentially the same steps, that were included in
the power poinb.presentation that you and I
discussed earlier, correct?

APEX REPORTTNG cROUp (954) 467-8204



s
ilw L

2

3

4

5

6

'7

B

v

L0

11

L2

l_3

L4

1q

16

L7

1B

1_9

20

2L

22

23

24

25

@a
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A. Let me look at it and then I --

Yes' that is very similar. f donrt know

rirord-by-word, but I think it captures the chart

adeguately.

A. Looking again at the paragraph that

begins with the words: In previous planning

discussLons,

A. Yes.

A. The last sentence in that paragraph was:

Armando's advice at that tlme was to introduce a

topJ-c and collect, finalize the facts and scope

for theLr submittal at the appropriate time,

correct?

A" Yes.

A. And the first. word in the next paragraph

j-s: Therefore" correct?

A. Yes.

A. $o, doesn't the substance of the

paragraph that begins with the vrord therefore

relabe to the concept of collecting and finalizing

the facts and scope before the subrnittal at the

appropriate ti-Ene?

A. I did not even think about why I wrote

that word therefore. I did not even think about

it then and I cannot even see it now.
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It Just saysr We need to get the scope

' firrnly deflned because we need to have that for

our own planning purposes. for our own executl-ve

presentation. And the sooner we get a good handle

on the scope and the associated costsr.It is best

for the project -- next steps for the project.

A. Below the bullet points this sentence

appears: Temy has been briefed by me.

. A. Yes.

. A. fs that Terry Jones?

4.. It is Terry ,.Tones.

A, What vras his position at the tlme?

4.. Terry ,Jones was the vicei president for

the nridwest region in charge of certain plans, but

he was also the'vice presldent who was responsible

for Techni-cal Review Committee.

ff you recall. you asked me some

questions about what is a Technlcal Review

Committee and who headed that. So, he was the

. independent vice president who worild have seen

some of the scope reduction or addit.ion .items

coming from this committee to let him know that

when these become available, you are not

surprised, so we would like to have a quick

turnaround of their reviews
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Page 19 of30 
-Page

A, You were not aware -- or let rne ask you

this way: Were you aware at the tine that

Mti, ,rones was slated to be the vice'president of

uprates division?

A. Not on May 30th, absolutely not' In

fact, this was strictly for the purpose that I

described. That's why I briefed hjrn' And I kept

hlm briefed on similar activities before and after

this.
g. At the tjme you wrote t'his nemorandum to

Mr" Nazar, did you conslder the point of which

these challenged j-tems with Bechtel would be

resolved as an approprj-ate. time to conside'r

whether your testimony'should have been updated to

reflect the higher estimates?

A. Please ask me the quest'ion again' sir "

When I wroLe this menot what was the

question then?

A- Your memorandum refers both to your

testirrony --

A. Uh-huh -

g. -- and to the concept that it wouLd

be -- that any revisions would be submitted at the

appropriate time-

A. Uh-huh -
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Page20of30 Page 70

g. It also addresses the challenges to

Bechtelts increased estimates and steps being

taken to resolve that.

A. Yes, sir.

A. When you wrote this nemorandum' did you

regard the polnt at which those contentions with

Bechtel woul-d be resolved as the appropriate tirne

to consider whether your testimony should be

updated?

A. Si-r, are You asking me what was mY

thought process to when I would be updating my

testimony based on what -- BechLeI completing

these actLon i.tems?

A. Yes-

e. Bechtel action Ltems were juqt a small

part of the overall scope of the picture of the

project.

This was an J-lrportant part of that' but

there $rere a number of other activiEies, such as

the engineering analysl-s" which were required to

complete the scope definition of the project' or

the licensing analysis' which requi-red -- needed

to be completed.

So, all those thi-ngs needed to be

conpleted, and once we have that complete picture

APEX REPORTTNG GROUP (954) 467-82Q4
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. 
and a corresponding Bechtel esti-mate, that would

be .the'right time to update -- to revise the

estimat,e for total inservice cost of the project'

once you have all those facts in hand.

A. Bear with me. I did not get your fulI

'answer there. I did not, understand everything you

told rne.

A. Break it down.

g. When would be the appropriate time to

reconsider?

A, Once we have engineering designs

completer w€ have a firm understanding of the

scope, and a firm estimate from Bechtel and other

irnplementers, fulIy vetted, challenged, and

accepted by FPT, management, that would be the time

to apprise or revise the Needs filing or -- not

the Needs filing, or the cost of completion of the

proJect in its entirety

Q. When you say design complete, are you

talktng about the ful-l deslgn engineerj-ng

specifieations?

4,. Yes.

g. How long did you t.hink that would take

at the time?

A. It may -- now, this is what I recall

APEX REPORTING GROUP (954} 467.8244
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from memory. I donrt remember. It was in 2010 or

2Tll time frame" ft was noL so.methlng -- I mean"

pJ-eces of it would be comtrlJ-eted in pieces' but

that iricture was somewhere between 20L0 and -1-l-'

if I can subject to cheek. If I can say that-

I think that is roughly mY memory.

g. So based on your answerr do I understand

comectly that from your perspective there would

be only two data points in terms of testimony on

the estimates of the costs? fhere would be the

indicativb bid, which 1s zero to fifty percent, .or

two percent desj-gn engineering. Then there would

be Lhe final full-blown deslgn enqineering process

cornpleted, one hundred percent done, and that

would be the second time vou testified as to an

estimate?

A. I don't know that because I thlnk once a

year we have to look at completed work, as f

recal-I. And once a year review the picture in

March or May, I forget, And my time of making

filing to see what is the new information

available and revise that.

So. if not one hundred percent of scope,

if fifty, sixty percent of the scope was

weLl-understood, defined in 201-0, maybe that nay

APEX REPORTING GROUP (954) 467-9204
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have been the time'

I dontt know the formats of what you're

aSkinq, but I had not thought about them as the

only trrro points. There may have been

opportunities in between based on t'he completed

work, chalJ.enged, vetted, accepted by FPI, and

formation of the vLew of what the total cost of

the project would be.

A. So the components that would go into

consideration of whether to update one's testimony

would include additional information relat,ing both

to the Becht,el work and also relating to the

defined scope of the Project? o

A. That is correct- I mean, in reverse

order. Define scope of the project and then what

is the corresponding Bechtel.

But with that You are assuming that

Bechtel nay do all of the scope- There may be

other parts of it. Like, some of the scope may be

done J-nhouse. Some of the scope may be done pY

others. And once that decisi-on is made and the

picture developed, that lvould be the time'

Itts not like Bechtel would be given all

the scope. FPL had not, as I recall at that t.ime'

made a decision on Bechtel would be given all the

REPORTTNG GROUP (954) 467-8204
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fage Z4 of SO Page 1 4

scope. Maybe parts of it could be implemented

more cost effectively by other means.

Those stePs needed to take Place to

formulate what would. be the total cost of the

project and in May we hadnrt reached that point'

A. After you sent this memorandum Lo

Mr. Nazar, dl-d the meraorandum generate any

additional discussions about the content of the

memo, either with respect to the'testimony' or

with respect to the Bechtel items that were

subject to challenge?

4.. f think itts a broad guestionr so if you

can break it down.

So can You break it down because --

please ask that questi-on a littl-e more so J can

answer it.

So, I wrote the memo to Mr' Nazar and

then your guest5-on is?

A. Did Mr. Nazar respond to you either ln

writing or oralLy on the contents?

A. Verbally he responded by whenever we saw

each other in the next morning, next rreekt

whenever the next time. Yes, I understand: Yest

I understand the steps yoli are taking and that's

the rlght course of action.

APEX REPORTTNG GROUP (954) 467-8204
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Some words to that effect'

A. BY the steps You were taking --

A. With respect to Bechtel in challenging

them, working towards better definition of scope'

getting better handle on what the forecast --

Bechtel forecast should' be.

There were a number of items Bechtel had

not consid.ered. Make them consider those'

There's a line item there in the middle

we did. not get to. Challenging Shaw and' some of

the other groups and to firm up what the scope

needs to be, Nice to have, but it says: Must

h'ave ""ont*o 
arr those steps are the right steps

to reach towards -- what is that a line of. bett'er

challenge and FPL management accepted estirnate'

A. Did Mr. Nazar in his response

communieate anything with respect to the

information that the PSE staff was requesting

presentations that showed Bectrtel's hi'gher

numbers?

e. No, absolutelY not.

Because w-e had committed.to provi'ding

the staff and Commission anythin$ and everythj-ng'

they asked, and this was a step in that direction.
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I was just keeping everyone invoLved

apprised of that.

g- Did anyone else communi-cate with you

with respect to the memo you wrote to Mr. Nazar?

A- I donrt think so.

MR. EErt: Objection. I think the

qugsti-on is confusing because therets no

tj:ne frarne put in it and it could be from

the day it was written until some time in

memoriam.

So, it may have been -- I think that is

one of the reasons he was havj-ng trouhLe

understanding your question. So. . .

THE IilIIIiIESS: Yes, sir-

Bg !{R'. McGLOIHLXN:

A. The memo was wrl-tten May 30th, 2AO9, at

any point from May 30 of 2AA9 to the end of

Septernber, 2009, did anyone correspond or

connnunicate wj-th you about thi-s memorandum?

A" No, I donf t recall anyone coluing back,

talking to mer or writing any e-rrr;lil in response.

f just donrt remember that.

4.. Irm going to provide another document to

the deponent.

This will be Exhibit Number 4.

APEX REPORTING GROUP (954} 467_8204
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revise the prefiled testimony, that was with the

knowledge of senior management?

A. It was. f eould not make that decisLon

just on my or'nn, sir. fhis was a company decision.

I'also believed in their declsion' f

firnly believe in the actj-on plan -- actions that

were laid out. I believe that they needed to be

completed before you could revise that testimony

because also cornpany's position and thatrs what I

shared in that testimony, sl-r.

MR. MeGLOTff,IH: I have one more

document.

(Thereupon, Exhibit Number 6 was Marked

for Identification and is attached

hereto. )

BY ltR.. MeGLOTHI.IN:

A. Number 6 is captioned: Extended Power

Uprates, Executj.ve Steerj-ng Comm:lttee, St. Lucie

and Turkey Point. September 9th, 2CI09,

. Sir,. I will represent to you that this

document was provided to us in response to a

discovery request, and the request was for the

presentations made to the Executive Steering

Committee.

A. Yes, sir.

APEX REPORTTNG GROUP (954) 467-8204
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A. This ls the one prepared for the meeting

Septeraber gth, 2409

Now, at what point did you change

jobs -- job titles?

A. It was changed ln the beginning of

August, sir.

Q. Were you involved in any way i.n the

preparation for the September Executive Steering

Conmittee?

A. I was absolutely not involved in any

aspect of it, other than the work with the

Comnrlssion.

A. So you would not have reviewed or -- o

A. I did not, even know such a document

existed. I did not see it until maybe two or

three days ago. I did not attend this meetingt so

I have no knowledEe of what other detai.ls.

I have seen it sincer so T can relate to

what the information reads.

Q. You probably answered this question 0

already, but look at page nine.

e.. Can I just f1lp through lt, sir?

It is very difficuLt, just, to go to'a

randorn page. in a document that you are not

famillar r,rith. You lose context with what is

APEX REPORTTNG cRoup (954) 467-8204
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belng said here.

A. Take the tinre You need, sir'

A. If m on Page nine.

, A. You will see, and thls Is for Turkey

Point, I think' isn't lt?

Yes. It was both.

iL. I think on the left-hand side it says

PSI'.

4.. 'St. I-,ucie. It shotss both' I had to

take a minute to. orient myseJ-f on it'

Do you see that with respect to the cost

estinates that correspond in format with the ones

you are famiLiar with?

.A. Uh-huh'

A. For St, Lueie, the total esti-rnate

increased from July of '09 from seven hundred and

ninety-five million to elght hundred and

tirtrty-one million dollars-

A- I. see that numbers have changedt but I

don't know the basis for it, slr. I see the

nugbers.

A. .Itm not asklngi you to explain the basis'

rfust --

A. Yes '

A. Please look at the information displayed

APEX REPORTTNG GROUP (9541 467-8204
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A.

a.

estimate

million

'mi111on

A.

a.

at the

A.

such a

of m:lnutes to revlew my notes. I may be

ready to wrap uP.

(fhereupon, a brief break was taken' )

BV UR..McGT,OIEIIN:

A. Mr. Kundalkar, with whom did you speak

J-n preparing for this deposition?

A. I sPoke wj-th mY attorneys

9. Did you speak with anybody from FPL?

A, I have not ha4 any di-rect contact with

FPL regarding this dePosition.

MR. McGLOTIILIII: I have no furLher

guestions.

Excerpts from Kundalkar Dgqi$oq3 4
Page 30 of30

Okay.

For Turkey Point the corresponding cost

lncreased frorn nine hundred and nlne ..

dollars in ,Ju1y to a bitlion nineteen

dollars j-n August.

Do you see that?

Yes, sir.

Etrere you aware of those August estj-rnates

tirne you testified to the commission?

Absolutely not. I did not even know

docunent was being prepared or existed.

MR. MeGLOTHX.ITTI: Let me take a couple

Docket No. 110009-EI
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FPL Response to OPC Interrogatory No. 19

Page I ofl
Florlda Power & Ught Gornpany
DocketNo. {{0009-El
OPSa Fifth $ei of Intenogatorles
lntenogatory No- {9
Page 1 of 1

Q"
Please identiff all persons within FPL to whom the fast of fl.e updated July 2009 feasibility
atralysis and the results of the updated July 2009 feasibifity analysis were communicated

(whether by oral,.written, or elechonic meaas), and sf,ate when the communication(s) took place.

IV'as the witness who qponsored the feasibility analysis for the uprate projects during the

September 2009 hearings informed of the July 2009 feasibility analysis that employed revised

.cosf estim.ates and other inputspriorto thehearing?

A.
Please see FPLrs response to OPCts Fourfr Set of Interrogatories No. 13, explaining that this was

a sensitivity analysis and not an update to FPL's feasibility analysis, and F?L's response to OPC's

Fourth Set of Interrogatories No. 15 for the list of persons and dates of communications. The

witness who sponsored the feasibifity analysis (fileil in May 2009) during the Septembar 2AA9

hearing wa$ not aware of the sensitivity analysis priorto thehearing.

Tbe witress performed the feasibility analysis based on the non'binding cost estir-nate tbat

existed at thetime. His analysis showed thatthe EPU project continued to be cost-effectivs and

provide positivo customer benefits. The sensitivity analysis, on tbe other hand, was performed

by someone else simply to examine a "what if' altenrate oost scenario that was based'on
preliminary vendor estimates that hadnotbeen firlly vetted or accepted-'That sensitivity analysis

also showed that the project would be in customers' best interests, even assuming a higher cost

than the Company's then-existing non-binding cost estimate. '

0
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Florida Power & Light CornpanY

Docket No. 110009-En

OPCrs Eighth Set of Interrogatories
Interrogatory No.82
Pagelof 2

Q"
This intenogatory rcfers to FPL Bates Nos. 000221-000279, of the Power Point slide
presentation for tho September 9,2009 meeting of tle Executive Steering Committee"

a- When were estimates of the overall costs of coapleting the uprafe projeots shown oo Bates

No. 000229, of the Power Point slides prepared, and who prepared fhe,m?

b- Please identify, by name and position title, the FPL enployees ulho participated in the
prcpaxation of the preseutation package; the persons who received the presentation package;

and the date$) on rvhich the prese,ntbtion package was fi:nrished to tleu. Was lv[r. Rajiv
Kundaikhr furnished tre presentafion package or informetl of the estimates of the costs of
completing the uprate projects contained in tbe presentationpackage? If so, when were thqi
provided to himf

c. Please identi$ the persols who atended the September 9,2009 meeiing of fhe Executive
Steering Committeo.

4".

The cost esrimates and forecasts shown on Bates No. 000229 are EPU total prcj*testimates
and forecasts, not overall eosts of contpleting the uprate projects (they are not I'to go" costs).

The "G'iginal" astimates shown on Bates No. 000229 were prepared ia 2007. The uJuly 09
Estimatss" shora,n oo Bates No. 000229 were prepared in July 2009. The "August Forecasts"
shown on Bates No. 000229 were prE)ared in Augustz0}g. The Original estimates were
based on preliminary feasibifity and scoping studies and were prepared by FPL perso:rnel
prior to forming the EPU projoct team in 20A7. Both the July 09 Estimates and the Angust
Forecasts were prepared.by FPL's EPU projoet conhols groups at PSL and PTN,

lAe presenhtionpackage for the September 9,'20A9 Executive Steering Commifiee meetiog
was pre,pared by William Batt - EPU Support Services under the direction of Stove Reuwer -
gp[J TmFlementation Owner Soufh, Don Fleetwood- EPU Controls Director, Liz Abbott-
EPU Licensing and Regulatory Interface Director, Martin Gettler - Vice Preside'rt New
Nuclear Projects, and Terry Jone.s - Vice President Nuclear Power Uprate. lAo persons who
received the presentation are listed below ia response to part (c). Thos'e persolls likely
received the presentation on or slightly before September 9,20A9. Atlditidiralln after the
meeting others within the BPU projeci would have had access to the presentation. To FPL's
knowledge; Mr. Kundalkar was not fimished &e presentation pactrage or infomed of the
cost estimates included in tbe presentation package.

a.

b.
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Tbe following persons wore invitod to a&ead the September 9,20A9 meeting of the Executive
Steering Committee and/or incluiled on the meeting agenda. FPL does notmainfain a reoord
of who actually attended"

JimRobo
IvlanoNazar
Art Stall
klitchDavidson
TeryJones
SteveHale
DonFleetwood
SolStamm
RobertMoC:rafh
Ivlartin Gettler
StevoReuwer
Deb Caplan
DanTomaszewslci
LizAbbott
MikeMoran
BillYeager
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Docket No.11d009-EI
OPCrs Eighth Setof Interogatories
InterrogatoryNo. 82
7tge2 of,2

1.

2.
3.
4.
5.
6.

8.

9.
10.

11.

12.
13.

14"
15.

16.

o

o


