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BY THE COMMISSION:

On March 1, 2011, Florida Power & nglu Company (FPLY} and Progress Energy Flovida,
Inc., (PEF) filed petltmm seeking: prudence review and final true-up of the 2009 and 2010 costs
for cerlain nuclear power plint projects pursuant i Rule 25-5.0423, Flosidn Administrative Code
(F.AC.), and Section 366,93, Florida Statutes.(F.5). On May 2, 2011, FPL and FEF fied
petilions seeking approval fo recover estimated 2011 costs and m;c::lnl 2012 costs, Both
companics requosied recovery of thess cosmts through the Copacity Cost Recovery Clause
{CCRC}.

FPL’s petitions addressed Iwo nuclear projects. The first FPL praject is composed of
exiended power uprete sefivifies 2l its existing nuclear generating plants, Turkey Point Units 3-&
4 and 51 Lucie Units | & 2 (EPL). FPLohaimdanﬂﬁnnnﬂvemdelmimﬁun for fts
extended power upiate prgject by Order No, PSC-08-0021-FOF-EL' The iccond FPL project is
the construction of éwo new nuolear genmlmg units, Turkey Point Units 6 & 7 (TP67). FPL

' Onter No. PSC-08.0021- I, lsted Juymry 7. 2008, in Ovckar No. 010602, Mm
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obiained an sffirmative need determination for the two new nicledr gonerating units by Ovder
No. PSC-D8-0237-FOF-EL?

PEF's petitions also addressed two nuclear projects. The first PEF project is & multi-
phased upraie of it existing nuclear generming plant, Crystal River Uinit 3 (CR) Uprate). FEF
obiuined an affirmative need detenmination for the CR3 Uprale by Qrder No. PSC-07-0119-FOF-
E1.* The second PEF project is the construction of iwn now nuciear genemting units, Lovy Units
1 &2 IIELN‘I'} FI:Z.F obiained an affirmative need determination for the LNP by Order No. PSC-
08-0518-FOF-EL

Treditionally, all eligible power plant construction projects have been afforded the some
regulaiory accounting and ralomaking trearmens. ‘That s, ance the need for & project has been
determined, the utility books all expenditures sssociated with the project inlo sccount 107
Construgtion Work in Progress (CWIP) for that particular project. A wwnthly. allowance-for-
Funds-used-during-construction (AFUDC) mis is applicd to the avernge balance of this spoount
and the resulting dollur amwunt ia then added to the accounl balaer, This process continues
until the completion of the project.

Omce the plast i placed in commercinl servics, the CWIP account balance 15 iransltrred
ta the appropriste plant.in-servico socount wwd becomen pert of the uillity's rme base, The
impacts of including the towl project costd in a wility's raie base, ss well as the impacts of
additionsl plant eperations. expenses, anc addressed during & subsequent proceeding wherein it is
defermined whether customer base rate charges should be cheanged in onder to provide the
opporiunity 1o recover thess costs.

In 2006, the Florida Legislature enacted Section 366.93, F.S., creating an ellemative cost
recovery mechenism, il order lo encourage utitity investment in nueledr eleciric gencmtion in
Ftorida. Section 36693, F.5., mnhorized us 1o allow investor-owned electriv utilities to recover
certain eonstruction cosly in o menner thit teduces the overall nanclal tisk aszocinted with
building & nutlear power plant. In 2007, Seciion 366.93, F.5. was amended to include
integrated gasification combined cycle planis, and in 2008, the statute wes amended to include
now, expended, or refocated transmission lines and facilities necessary for the new power plant,
The statute required the adoption of rules that provide for cost recovery far nuclear plant
‘congtraction toough the existing capntity cost recovery clmme. Rule 25-5.0423, FAC., Wiy
rdopicd ta implemem Section 366,93, F.S.

¥ Ordor Mo, PSC-08-0237-FOF-EI, ifsoed Agril 11, 2008, in Docket No. 070650-E1, In ve: Petltlon 1w desrmios

Jhnf WL tl LR U N i B “1." AL Tl 1' ] R
Grder No. PSCAT-01 1I9-FOINEL, issucd Fobrusry R 2007, in Dochat No. 0B0642-El, In_re: Putition for
Loty for wowsion of Covstnl River 3 nuclear power B sxysmoction from Bid Rile 25-
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Pursuant 1o Rules 25-6.0423(4) and (5%, F.A.C., once a utility obtains sn affirmative need
determinalion for & power plant euvered by Section 366,93, F.5., the utility may petition for cost
récovesy using the sieemative mechanism. Thice types of prodenily incurred costs pre described
in the rule: '

- Site selection costs e cosis incurred prior to the seloction of a site. A site is
decmed selected upen the Hilng for o determinetion of nesd. (Rule 25-
6.0423(2)c) and (F). F.A.C.)

» Preconstruclion costs are those costs incurred sfter o site is selected through the
date sile clearing work is comvpleted. - (Rule 25.8.0423(2)Xg), F.A.C)

’ Construction cosis are coms. thst ere expended W construcl the power plamt
including, bul not Hmited to, the costs ol constricting power planl buildings and
g}l aspocinted peroanent stroctures, equipment and systems. (Rule 25-
8.042303%1), FALC)

in Omder No, PSC-08.0749-FOF-ElL, we approved stipulalions among the pasties 1o
Docket Neo. GEUUM-EI; finding that shie selection coxts shall be treaied in the snme manrer as
pre-construction costs,” Pursulust (0 Sechion 366.93(2)(x), F.5., ant! Rule 25-6.0423(5), F.AC.,
all prodently incumved preconstruction costs, as well a5 the cuwrying charges on prodemly
incurred construction costs, are to be recovered directly through the OCRC.

 Rule 25-5.0423(5), F.A.C., sets fomth the process by which we condust our annusl
hearing lo determine the recoverable amount that will be included in the CCRC pursusnt i
Section 366,93, F.5. This. is the fourth year of the nuclear cost recovéry clsuse roll-over docket
(NCRC).

Intrvention in the 2011 NCRC proceeding wis grented to the following parties: the
Office of Public Counzel (OPC}, Florkda Industsial Power Users Group (FIPUG), Whits Springs
Agrienliural Chemicals Inc. diva PCS Phosphate ~ White Springs (PCS Phoaphate). Southern
Alliance for Clean Enorgy (SACE), and the Federal Executive Agencies (FEA). Testimany sind
associated exhibits were Mled by FPL, PEF, OPC and our staff,

The evidentiary hearing for the FPL portion: of the 2011 NCRC was held on August 10-
11.2011. The PEF portior of the evidentinry hearing was held on August 16-17, 2011,

On July 1, 2011, PEF Bled a motion requesting us 10 defer our review of the long-term
fensibility of completing the CRY Uprate and our determination of the ressonsbleness of PEF's
2011 and 2012 CR3 Uprate expenditures and essociated carrying costs until the 2012 NCRC
procecdings.  PEF revised westimony and positions reflecting the exchision of any CRI
Uprate costs that mey be incurred during 2017 and 2012, PEF's motien was mnopposed and
approved by us ms & preliminary matler al the hearing on August 10, 2011, Consequenily,

* In Docker No. D30009-81, sved Novamber 12, 2008, Tn re: Nuglear ooyt resovery ol
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resolaiion of TR 3 Uprate subject maiter it deferrod and the amouniz shown in PEF's revised
pasitions wore approved. [See Attachment A)

On July 21, 2031, FPL filed a motion 1o strike certain portions of OPC wilness Janobs's
iestimony and certain propozsed subjest arcaz, On Augus 10, 2011, we heard oral argumenis and
denied FPL's mation. lo strike testimony. We determined that several OPC proposed subjeet
areas were subsumed in other subject arens.

On August 16, 2011, dwring the PEF postion of the bearing, PEF, OPC, FIPUG, PCS
Phosphate, SACE, end FEA offered a stipulation to resolve the romeining disputed CRI Upraie
marters. {Ses Altachment B) Wo approved the stipulation and the propesed resolution of the
issuty,

All partizs, excluding FEA. filed post-hearing briefs on Septamber £, 2011, addressing

the temaining unrosolved ssues. We have Jurisdiation over these matters pursuant 1 Section
384.93, F.8., and ather provigions ol Chapier 3646, F.5.

g ACTOTYINS AN

TAFUDC Allowance for funds used during construction
cC Nawural gas-fired combined cyele plunt
CCRC | Capacity Cost Recavery Claise

 COL, Combined opetating loense

COLA Combined operating license application (NRC filing)

Commission | Florida Public Service Commission

Concenitic Conceutric Enesgy Advisors

CPYRR Conmulative pregent vallue revemue requirement
| CR3 Uprste | Multi-phased upiete project at PEF's Crystal River Unit 3
CWIP Construction work in progress
€Oy |Corbondioxide
COD | Commescial operation date
EP Engineering and procurement, a type of contract
L EFL | Enginecring, procurerremt aml comitruction; » type of cantract ) ,
EPU Exiended Powor Uprate of Si. Lucie Unils 182 snd Turkey Pi. Units 384
| ESC Executive Steering Committce
F.ALC. Florida Administrative Code
FIPUG | TFlorida [ndustrial Power Users Group
FPL_______ | Fiofids Power & Light Compeny
F.S. Florids Statutos
Lrp Integrated project plan_
| ewh | Kilowalt-hour {1,000 wati-hours)
{ LAR License amentdment 1 NRC Fling)

LNP Levy Unita 1 & 2 projeci
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NCRC
| NRC Nuclear Reguiatory Commission
NGy Nitrogen Oxidies
| Q&M Operations and maintenance
1 OPC Offies of Public Counsel
[PEF______ | Progross Encrgy Florids, Inc. , —
{ PCS Phosphate | White Speings Agricultural Chemicals Inc. d/b/a PCS Pha
RMP | Rawmawopementplon
SACE Southem Alliance for Clean Encrgy
SEC Security Exchurge Commission
SMC Senior Managemeni Commiites
SNF Spent nuclear fuc
TPG7 | Turkey Point Units 6&7

This issus addresses whelber any of FPL's costs for preparing. filing and otherwise
presenting its 2010 NCRC case should be dissllowed from recovary, This issue was Framed
during, the 2010 NCRC Prebeacing Conference® Pursuani to our approved stfpulstion in Order
Ne. PSC-11-0095-FOF-El, ot page 7, the resolution of this izaie was deferred to this vear's
NCRC proceeding,’

FIPUG's position to. disallow zll rate cave type expenses is not explained in itx brlef,
OPC asgerted resolution of this issue was related to malters. oncompassed in whether FPL
willfully withheld information we needed to make en informed decision. SACE supported
OPC's position and offered no Rether argument in #s brief. FPL mamtited thet no mte cass
type expenses such as document shipping costs and copying coats are included In its NCRC
amounl, and thus no disallowance shauld be ardered,

We noie that the record demonstrated thet FPL included & perceninge of the costs for
witness iestimony, emrate, and hearing appearnnces in {18 NCRC recovery amount.  However,
FPL's expenses for mailings of discovery and lestimony, sirfure, hoiels, car remtals, and
duplication were nol allocated 1o the NCRC. Thus, we agres with FPL's position thet no costs
mre recovered through the NCRC except axpensts for witness testimony end sssociated support.

4 Docket No. 100000-E} prehoarivy transeript, Documeni, number 06750-10, snges 1222,
*m Mo FSC-11-0095-FOF-EJ, lagued Februney 2, 2011, In Docket Mo, 100009-E1, In e Nogker gost mcovery
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FPL's estimated 2010 NCRC regulatory expenses and rocovery mechanisms for the costs are
piesorited in the following 1shie.

Y% NCRC Base

Description
210 Testimony
Wilnesses & Support  $695,049 4908 5341015 354934
Dockel Expenses § 6,439 s 5 0 § 6439
2010 Ermata
Wilnesses & Supponn  § 18,067 37.0% § 6685 0§ 11,382
Docket Expenzes $ 1,072 00% S 0 5 107
2010 Hearing
Witnesses & Suppont. 251,060 55.0% $135083 S 12977
: Docke! Expenses  § 110,000 0.0% § ¢ S10000
Tuotal
Witnesses & Support  § 965,076 503% 5485783  §479.293
Docket Exponses £ 117,511 00% 3 o su7sn

When FPL wimess Powers was questioned regarding FPL's 2010 rale-cese Iype
expenses, she affirmed thal 4 portion of expenses for wimnesses and support were recovered
through the NCRC. Conceming the 2010 errata expeonses, witiess Powers opined, and we agree,
that FPL was réquired {o file ermsta fty correct errors it detected so that the testimony and exhibits
WIS A0CHUIRLS.

‘We do ool Gnd that FPL improperly incumsd any of its 2010 NCRC rate case type
expenses: Thus, ne 2010 Nuclear Comt Recovery Clause mie-case type éxpense shail be
dizsallowed from recovery,

Section 366.93, F.5,, provides for advanted cost recovery Tor tilities angaged in the
siting, design, licensing, and construction of muclesr power plants,  In Order No. PSC-1 1-0005-
FOP-ET, we ruled on this identicel issu concersifing PEF; we intarpreted this situtery provision
o include the building of new nuclesr power piants end the miadification of uxisting ntolear
power plants." The main question in enalyzing this issve, 83 discussed in Order Mo. PSC-1]-

¥ Drder No, PSC-11-0095-FOF-E, issued on February 2, 2001, in Docket Mo, [00005-E1, Inre: Nueknr cout

EE0YeSY clause.
See plag Ondor No. PSC-OR-0749-FOF.EY, issncd on November 12, 2008, tn Docket Ni. 080009-EL, In r: Nuciesr
ind Ovder Nox. PSC-09-G783-FOF-EL bsued on Nowember 11, 2009, in Docker No.,

11N,
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0095-FOF-EL, is whether & wilily must engage in the siting, design, licensing, and consruction
of nuslear power plant activities simulisneously in order 1o mewt the siatutory requiremenis of
Section 36693, F S,

FIPUG and SACE contended thet FPL's actions do nat compart with the purpose of the
statute, which is o promale investment in puclear onergy through the siting and ultimate
consiruction of nuclear power plants, They argued thal FPL's decision to “creste an option™ to
consiruct or not constroct TPE7 s direct ¢vidence thal FPL has failed to demonsirate ity
contnued intent to build the wuclear power plants as contempinted by Order No. PSC-11-0095-
FOF-E1 and S¢etion 366.93(1){f), F.8. FIPUG and SACE comended that FPL's own isstimony
dernionstrated that actual construction of the TPH7 project is feniative snd upceriam st best: thus,
FPL hag (siled 1o meet the requirements of Section 366.93( X1, F.S. They ssseried that FPL's
witness Scroggs admitted »x mruch when he testified that the “decision [whether or not o
construc] is going to be based on the economics ard the events as they unfold over e next
several years,™ as well as the fact thal the projects are ot “early uncertain pesiods.” FIPUG and
SACE also cited 1o FPL's witnesa Olivera’s testimony in support ol their postrion:

Our intantions are 1o go through the leensing procesy, When {we) have the COLA
epplicaion approved, 1 think we will look at, you know, what [y happening, what
do we think ix the most likely demand outlook for the state. Vou know, docs this
projéet— ighe project needed?

"Thus, tey argue that FPL's activities relating to TP57 do nol meet the intenl. requirement set oul
by our Order in Grder Na, PSC-| |-{X95-FOF-EI,

FTPUG and SACE abso contended thet FPL's aclions 46 not demonsteate the intem o
ectually construct the nuclear power plani as required by Order No. PRC-11-0095-FOF-EL
FIPUG and SACE agsert that FPL's declsion to cance] andfor Selay all construction activitics for
the TPG7 project, failuore to enter inte sn Engincering Procurcment {EP) or Engineering,
Procurenent and Construction (EPC) conteact, oxtension of its forging reservation ngreement
four Umes, failure to procure Jomg-lewd materials, and wilhdrowal of ils Limited Work
Autthorizntion from the Nuclear Regulstory Commisgion (NRC), demonstrsie o Tsck of nient to
nactuglly construct the natlesr powor plants,

FPL argued that {t demonstrated the inienl to actually construct ‘TP&7 consisteni with
Order No, PSC-11-0095-FOF-El. FPL contended that in 2009 snd 2010, it worked to achicve or
support the continuing review of the licenses and other spprovals needed to construcl the TPEY
projecl.  FPL wilness Scroggs assoried that FPL continucd negotistions for s Jand exchange
agrocment with the Everplades Nutioma! Park snd upproval of & Comprehsnsive Developrent
Master Plan amendmenil for roadway improvements needed for construction sciivities. Also
during that time, FPL sought apgroval mnd execulion of a Joint Pamicipation Agreement for
reciaiined water from Miemi-Dude County for the: TP67 project’s cooling water needs, T,
FPL satigfies. the intent requirement of Onler No, PSC-11-0095-FOF-El, and any costs FPL
incurred during 2010 associnted with the aforemientioned activities are progonstruction costs,
which ar recoverable pursusnt 10 Scotions 366.93(1 XI) and (2X(a), F.5.
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Also, FPL contended that it imends to pursue completion of TP67 project by obtaining
the licenses and approvaly pecezsary to construct and operate the plant, FPL's witness Dr. Diaz,
fotmer chairmun of the NRC and FPL NRC consuliant, testified thet “the primary focus of the
curront stage of the project should be to obtain the necessary fodoral, stale, and locai approvals
for construction and aperstion of the Turkey Point 6 & 7 project.” FPL nsserted that this is »
deliberato, stepwise approach that strikes a balunce betwoen maintaining progress of the praject
and managing the risk by maneging commitments, Moreover, fis risk-mitigating actions should
be commended, not used in an altempi to cast doubt on its commitment to 1he project.  FPL
‘esseried thet execuiing an EP or EPC comtroct was not necessary al this ifme fo muainbain the
curient projoet schedule.  FPL's wilness Seroggs explained that FPL need non inftinte long lead
procurement untii 2015 to maindsin the currenl schedule.  FPL contended that if it wers 10
procesd with the aliernative, s sdvecated by SACE and FIPUG, and entered into an EP or EPC
contract snd/or sccured long head matorial, it would have to commit substantial sums of wmoney
that are nat necessary al this tme to lock down constroction plans now, despite the rogulstory,
commercial, economic, and slher uncestuinty surrounding the projecl

Based opon our anslysis of the applicable statute, our prioy Orders, and prior Florida case
law, we do not find that = wility must engage in the yiting, design, licensing, ad construction of
nuclear power plant activitica simuoltincously In order 1o meet 1he siatuiory requirements of
Section 366.93, F.8. 'We nole our decision in Ordor No. PSC-1 1-0095-FOF-EL where we found
that & uiility must continue 1o demansirate its intent %o build the muclear power plant for which it
secks ndvance recovery of costs to be in compliance with Section 36693, F.S. As discuised in
that Order, we find that there are varidus phases of constructing & nuclear power plant, including
the siting, design, Hoensing, and building of the plant. These phases generily cannot oocur
similtanocualy.  As sisted 15y Orider No. PSC-11-0095-FOF-El, Section 366.93(IXD, F.5.
contemplates they there are various phases of consiructing a nuclesr power plant by explicilly
establishing demarcations of what is preconstruction eind whsd is constriction of n nuclear power
plant. For exnmple, Section 386.93(1)(f), F.S., defines the word “preconstruction.” Under the
stEite:

Preconstruction is that period of time after 4 site, including any related electrical
ransmizzion lines or fecilitics, dan been selecled irough and incfuding the dete
ihe uilily complotes site clearing work, Preconstruction costs shall be afforded
deferred sccounting treatment and shall aserue & carrying ohmge equal to the
ulility"s allowance for fands during consiructive (AFUDC) rete umi] recovened in

Furthermore, Section 366.93(2)(s), F.8., provides thal cocovery of any preconstruction costs will
accur through the Copacity Cost Recovery Clause. Rule 25-6.0423(2%R), F.AC., which
ninploments Section 366.93(1 X1, F.S., provides:

Sive selection costs and pre-consiruttion costs include, bul ere not limited 102 any
e vl Gosly associaied with preparing, reviewing and defending a Combined
Operating License (COLY application for & aucloar power plant; cosis exsocinied
wilh site and techmology stlection; costs of engineering, designing, and perminting
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be muciosr or integraizd gmsification -combined cycle pewer plami; couts of
clearing, grading. and excavation; and eosis of on-site construction facititles (f.9.,
conatruction effices, warehouses, ¢ie.).

We find that FPL's comts related to its activities for the TPS? project qualily as.
recaverable proconstruztion costs as defined in Scction 366.93¢1XD, F.S.. and us intempreted by
Rute 25-6.0423(2)(h), F.A.C. Similor to our deermination that PEFs costs for the Levy projects’
qualified ax preconstruction gosts under Section 366.93(1X5, F.5.. we find thar FPL's costs for
the TP6T projoet also qualily as preconstruction costs under Section 3659319, F3.° FPL
incurred costs associnled with its contioued pursuit of the licenses mnd approvals necessary 1o
censtruct and operale a nuclcar power plant from both stete and Federal governments, [n 2009
and 2010, FPL cominued negotistions for a land exchanye pgrecment with the Everglades
National Park and approval of o Comprehepsive Development Master Plan amendment for
rosdway improvements aecded for construction activities, Also during (hat time, FPL sought
approval and execulion of & Joini Participstion Agreement for reclaimed water from Miseii-Deade
County for the TP67 project’s cooling water needs. Thus, any costs FPL incurred during 2010
sssocinted with 1he aforementioned -activities are proconstruction costs, which ame recoverable
pursnil 10 Sections 366.93(IXT) and (2)a), F.5. Therefore, u sirict interprelation of Section
36693, F8,, 1o require a uiility to engage in the siting, dexign, licensing, and construction of
nuelear power plant activities simultaneously, would be an incorrect interpretation of the statuee,
and inconsisient with our precsdent.

We note that we have previowsly sllowed nuclear cost rocovery since the incoption of the
NCRC withow requiring the si design, licensing, and constraction of nucksar power plant
activities 1o cocur simultaneoiady.'® We allowed FPL 10 recover cosls mssocinted with the
lisensing setlvities for the TP67 project after finding those cokts reasonable and prudent, FPL
did not have an engincering, procurement, or constriction contract for TP67, and did not intend
o enter imic such a contract until some point in the fulwre.  Alse, we approved PEF's
preconstruction costs fist year without roquirtng the siting, design, licensing, and coristruction nf
nuclear power plant activities to ocour simuliancously, Tn Order Ne. PSC-11-0095-FOF-EL we
staied that o allity must continue to demansirae its intenl to build the plant for which it secks
adviince recovery of costs. Order No. PSC-11-0095-FOF-EI, al 6.

Wo acknowledge FIPUG's and SACE”s concems that FPL's "cresie an option™ approach
-and FPL's primucy focus on purtuing a combined operating licenge (COL)Y from the NRC before
woving forward with other phases of the praieet, could be interpreied ss FPL not intending to
sttually construct TPEY. 'We also recognize the potentin] pitfalls that might vesult from FPL's.
“option creation” epproack. However, we find that FPL coutinucs to demonstrate its intent to
build the TP§7 nuclesr power plant. As stated sbowve, FPL continues to pursie licenses and the

* Qrder No. PBC-11-D0935-FOF-EL, issicd on Pebruary 2, 2011, In Docket Mo, 100005-EL In_tes Nudlesr vost

E’Drﬂnr o, PA0-11-0095-FOF-E], lssued b Febeuary 2, 2011, in Docket Mo. 100009-El, in_n; Nockur wom
Be 7 Order No. PEC-020745-FOF-ET, laaned on Movember (2, 2008, iy Docket Wo. DEODIREL Iy m:
Xy Chrs; snd qmrn. PSCAR-OTAI-FOF-EI, lstued ot Movomber 11, 2000, in Doclat o,

¥
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approvals necessary o consiruct end oporste TP67 from both state and federal govermments,
FPL has maintained iis reservations with the manufncivrers of long-lewd maierial by nogofiating
several extensions. In 2009 and 2010, FPL continued ncgotistions for a land exchange
agreemem with the Everglades National Perk and for approval of & Comprehensive Development
Mester Plan amendment for roadway Improvements needed for constraction activitics. Also
during that lime, FPL sought approval epd execution of a Joim Participation Agreement for
reclaimed water fom Mismi-Dade Coumty for the TPS7 project's cooling water needs.
Thereforo, we find that FPL has demonstrated jis intent to build the TPS7 nuclear power plant
through 2010, FPL's activities relsiod to TP67 gqualify ms siting, design, Teensing, and
tonsunction of s miclear pawer plant &s contempiated by Seation 366,91, F.S.

Turkey Point & & 7 Projoct

This issuc addresses review end approval of FPL's detaited long-term Feasibility nnalysis
of continuing construciion and completing the TPS7 prifect as required by Rule 25-6.0423,
F.A.C., and Order Me. PSC-08-0237-FOF-EI.

[n an effort to mitigate the cconomic risks associnted with the long lead-time and kigh
capital costs associated with nuclesr power plams, the Florida Legislanure enacted Sections
366.93 and 403.519(1), F.3., during the 2006 legislative session. Section 366.93(2), F.S.
requires us o asteblizh, by rulz, altemaiive cost recavery mechanisms for the recovery of cosix
incurred in thie siting, design, licensing, and consiroction ol a suclear power plant. We adopled
Ruk 25-6.0423, F.AC., 10 zafisly the requirements ol Section 3566.83(2%, F.5. Rule 25-
5.0423(5¥c)3, F.A.C., sistes;

By May | of cach year, along with the Elings required by tlis paragraph, a utility
shall submit for Commission review and approval 2 detailed enalysis of the jong
teyrn foasibility of completing the power plant.

In Onker No. PEC-08-0237-FOF-El, we provided specific guidimce regarding the
requiremients necessary for FPL to satisfy Ruale 25-6.0423(5)c)3, F.ALC. The Order reads as
. Tollows:

FPL shall provide » long-term Feasibifity onalysis sy part of iis somual cost
weovery process which, in this case, shall also include updated fhel forpcasts,
enviranmentn] forecasis, broakeven costs, and ¢apital cost estimates. [n addition,
FPL shauld aceaunt for sunk costs. Providing thiz information om an annua! basis
will allow & to monitor the feasibility regarding the continved construction of
Turkey Point 6 and 7.'!

'We find that FPL satisfied the requirements of Order Mo, PSC-08:0237-FOF-El through
various meany, FPL's leasibility smalysis for completion of TPS7 project remained consistent
with the methodology it used in the need doterminstion and each subsequent NCRC proceeding,

** Order Mo, PSC-O8-0237-FQF-FI, Issued April 11, 2008, it Dockes No. 070830-E1, [
peed fiov Turkey Point Misckesr Ugits § fnid 7 sheeiricy) poyrer pinnl, &y Forids Power & L

u;_Pelition io d
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Stated most simply, FPL compared competing resource plans, one with the nuclesr resource
opticn ond one with a non-nuelear resource option. The competing, non-auclear resaurce option
ia & new highly luel-efficient combined cyele (CC) generating unit of the type FFL ix
constructing al its Cape Cansveral and Riviers plant sites. In evalunting these options, FPL
cansidered numerous quantitative and quslitstive factors. Among the quantitative factory that
FPL examined wore fuel and environmental price foreeasts, project costs, and cost-cilectivencss
using multiple sensitvities for fuel amd envirommental costs.  Qualitalive factors considersd
included vepulatory fensibility, techmionl feasibility, funding feasibility, and joint cwnership. We
ﬂllﬂiil!bd each of these fiétofs o dewrmine the acoeptability of FPL's Jong-term {easibility
analysix,

We find that ihe forccasts, oost estimeates, aud cosi-effootiveness analyses are necessary
Filing requirements to assess FPL's 2011 TPS7 peoject feasibility analveis. [n addition, we
reviewed regulntory and technical aspects of the project. These elements provide a holistic
perspective for our review and spproval regarding the acceptability of FPL's detatied long-term
feaxibility analysis.
s B ic Fensibill

L. Upxlsted Fus) Forsisi

The updated fisel price forecasis submitied by FPL were developed from the ssme
industry-gecepted sources FPL has used since the need determination procecding. Therefore, we
find 1het it is reasonablz to aceept FPL s updated fuel cost dats in this proceeding.  The 1able
below depitis the price forecarts for the mediuim range of natoral gas vsed from the 2009 NCRC

proceeding through this year's filing to support FPL's feasibility unalysis. 'We nate that the
increases in natural gas price forecasts are irending slighily dovnward each yoar,

Forecasted Natural Gas Prices — Mediem Puei Forecast (WMMEBTL)
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While noie of the pasties cominsted the accuracy or credibility of FPL™s foel forecast,
SACE contended that FPL failed to ke into account the declining naluml gns costs, smang
other lactors, in performing its feasibility aonlysis. SACE discounted the crodibility of FPL's
feasibitity analysis siating that, although natorsl gas prices arc trending downward for a period of
&l least 30 yeurs, FPL's analysis “still purports to show TPS7 as cost-clfoctive.” Absent #n
SACE's argument, however, is any evidence to suggest declining fuel prices meke the TP57
project net cost-effective, SACE, instead, siwempied W suggest the project shoulil be abandoned
and cost recovery sejoctod, ot because the project was nat wost-effociive, but broause ihe project
was nof 4 cost-cffcctive as when foe! costs were higher,

SACE also highlighied the $20 billion eeduction In fuel savings since the 2010 NCRC
proceeding. FPL Witness Sim explained thst the shvings reduction was the impect of lower gas
caits over the 40-yesr life of TPGY, He noted that FPL customers would still benefit from $75
billion in fizel savings over he life of e new nuclear plants. Witness Sim conclided (his
portion of his cross-examinstion by testifying, “The projoct was projected to be sofidly cost-
effective luxt year, it is also projected to be solidly cosi-effective this year despite he drop in
those fuel costs.”

Wi reject SACE’s conterition thiwt FPL failed fo consider the deciine in forecasted prs
prices. FPL's analysiz shows that both the ol cost difference between the competing plans &md
breakeven costs have declined due, in part, to e Jower forccasied ges prices, [n addition,
SACE"s acimivwledgement that FPL has shown s decline in savings over the life of the project
damonsirates that FPL hes net failed to take into necount the declining natural gas costs. Other
intervenors did nat comest FPL's fue! forecasts,

The updated anvironmental cost forecests FPL submiitod weve developed from the same
indusiry-accepted sources FPL has uscd since the need determination proceeding. The table
below dopicts the price forecasts: for the medium range of cnvironmental costs used From the
2009 NCRC proceeding through this yoar's filing to yupport FPL's feasibility analysis. W nale
thal the price forecast for sulfur dioxide (S0,) and nitrous oxides (NOx) dropped drimatically in
2011. FPL witness Sim testified thai these reductions wers dve to utilities, in response to
Environmental Protection Agency rules, adding control devices for these emissions. Thig, in
furm, produces more” emission allowances on the market in faure years, (hereby reducing the
vatue of the ellowsnces. Nowie of the Intervenors contested FPL's updated envirommental
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Forecaited Enviranmental Complianive Soxm ($on)
= it Yenrty Forogssted CO,

EXH 0D

We nmone that FPL's feasibility (cost-effectiveness) analysis demonstrares chenges in 1he
forecasied eost of emissions were considered. We accept FPL's updated environmental crst data
in this proceading.

3. Updated Project Cost Estimate.

FPL's current non-binding estimated range of capitnl cost is $3.483 to $5.063 per
kitowatl in ovemnight costs. Adding camrying costs of $2.3 billion to $3.4-billion, and sunk costs.
$0.1 billign, yields a total cost range of $12.8 billion to $18.7 billion. The estimeted capital cost
range represents an 115 parcent incredse from FPL™s estimated minximum eost in the 2007 pecd
determination procerding and a 12,1 percent increage in the minimum cost. The history of cost
estimares is shown below,

Renge of Non-Bindleg Caplint Gost Eslimates (S/WY

Moo-Eoalag, Capital Cont Entimuies SAW)

g 222z 22 ¥
§.§§§§§§§

anar o 0 k{7

No party coniested FPL'x estimaied cost. FPL wscd its updated project cosi estimate in
sonducting its cost-offectiveness analysis below. We find that FPL's cost estimafe is reasonable.
Rewulis of the analysis demonstrate that the cost-e[fectiveness of the project has declined in
comparison wilh the competing plan without nuclear geniemtion,
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4, Proiect Cosi-Effectiveness

FPL"s analysis of the cost-efTeollveness af eompleting the TP57 project onec ngain relisd
on the seme breakeven snalysis I has used since the need determination. FPL compared o
present valuz revenue stream Bssuming bo capital easts for the miclcer unils to & iredltional
present value revenue strearn which includes capital and system fuel costs for 1 CC unit as 2
replacement for the nuclear uits, The results of this analysis show the highest capital costs ot
whith suclesr generation would still be com-efTective compared to the CC aliermnlive,

FPL performed its analysis wrder » wide range of weenarios which combined varying foel
Tovecasis {low, medivm, snd high) and environmenial complisnee cost prajeciions, , ENV 1111
ENV | represented a tow complisnce cost scemario, while ENV I representzd s higher
camplisnee eost scenarto.  Seven different firel/environmental cost scenarins were analyzed for
each alierative to TPE7, The projecied present value savings over the sindy period or cach
scengrio wiak them used o colenlate a bircakeven caplial cost estimate of what the nuclear units
could cost and still produce ool savings over the study pericd when compared 1o the CC units.
Each breskeven valne was then compared 1o the capit) cost mange of $3,883kw-55,063/kw 1o
determine the likellhood of the nuclear profect producing a net savings over the study period. T
the breakeven values sre higher than the current capital cost-cstimstes, then the nuclear plants
would provide net savings over the life of the units eampored 1o alterntive baseload units. We
Art that FPL's approzch In performing this snalysis is st reasonnble.

2011 Fessitsility Analyscs Resulis lor TPSY
Total Coix, Total Cost Tiferentinls, wmil Dreakeven Costs for AR

Fued woid Environmen il Complinnce Cosl-Seenaris in 20015
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U i3 {0 £} A1) LY
= (3)- {41
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The results of the breakeven analysls, shawn in the table sbove, demonstrate thar the
TPG7 project remins costeffective compared 10 the altemative CC anit. The resulls in 6 of the
7 seenarios shaw breakeven nuclesr capital costs mre above FPL's estimated range of costs,
which demonsirates a high likelihood for cost-cffectiveness.  We note that the low fuellow
envirenmenial cost scennrio breokeven nuclear capits] cost, $4.907 million, Is within FPL's
cilimated mnge of cosis, $3.483 million to 53,063 millinn, This indicates & possibility that ihe
nuelear praject may not be cost-effective il the eapital sosts appraach the upper linis of the range
wd loitg-term Tuel and environmenta! cosis remain relatively low for the durtion of the analysis
(52 yenrs).

We note that FPL's breakeven analyses for 2011 compared 1o 2010, In the table above,
demonstrates thal the magnitude and range of the breakeven nuniear eaplial costs have declined.
In addition, the 2010 analysis showed the praject was cost-effective im 7 of the 7 seenariox. The
2011 snnlysis shows the project is cost-effective in only 6 of 7 scenarios.

The fable belew portrays the migration of the breskeven cosis and the csiimate project
costs, I the esiimated capital cost range increases into the mnge of the breskeven costs, the
project becomes less cost-effective. [n 2000, the uppet limit of breakeven cost was 38 pereent
greater and the lower fimit wes 10 percent greater than the highest estimated capilal corts. In
201 1, the upper limit of breakeven costs was 71 percent grester and thie lower limit was 7 pervent
below the highset eslimated capital costs. This indicated thet the mnge and magnitude of
breakeven costs have decreased since 2010, The lowest 2011 breakeven cost now being within
the mnge of the estimaled costs, ax mentianed above, suggested thar the project may not be cost-
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effective if lang-term fuel and cnvironmental costs remain low. We note, however, that 2011 is
not the first year the Jowest breakeven cost hus been within the mnge of estimnted costs, As the
table below shows, the same situation was reported in both the 2008 need determination apd
2009 NURC orders,

X008 - Z01Y Breakeven and Extimaled Capiinl Cost Range Comperiana
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SACE srgued thal FPL improperly skewed the results of the cost-effectiveness analysis
by omitting sunk costs, Howtver. we find that FPL wilness Sim more convincingly exphnimed
that including sunk cosis in 2 cost-cffectiveness analysis of whether 1o go Forward with a project
would violale 8 well-accopied cconomic anatysis principle of Rule 25-8.0423(5)c)5, F.A.C., and
Order Mo, PSC-03-0237-FOF-EL.  Witness Sim estimated that by hypathetically vidlating thal
guidance end adding sunk cost to the cost-effectiveness analysis, the TPA? preject would appear
less cost-effective, but would still be cost-effective nonctheless. In addition, FPL reported that
sunk codts for 2011 were $129 million. We note that the reporded sunk costs were 1.0 to 0.7
percent of the total estimated eost range in 2011, $12.8 billion o $18.7 biliion, respactivety,

In addition, QPC witness Smith testified, “If previous costs were prudently incurred and
tre allowed to be included in nte buse, then exclixling them in current and future feasibility
nrialyses is sppropriate.” We have previonsly found FPL's NCRC costs have been prudenzly
imcurmed,

We find that RACE's negument unpersnasive. Rule 25-6.0423(5X)5. F.A.C., tequines 2
"detalied nnalysis of the long wem feasibility of completing the power plant.™ In Order No, PSC-
08-0237.FOF-EL we required information about “the continned construction of Turkey Paint 6
and 7.° In determiiing the cost of going from “A" to “B”™ for two cempeting projects, it would
be iflogical to consider any costs prior o “A," i.e. sunk costs. Including costs prior 1o *A™ wold
constitute 4 hindsight review which s not the purpose of & feasibility muelysis that sxamines the
wisdotn of continuing a preject from its current position forward to completion, Qther parties 1o
1he proceeding did not contest FPL's cost-effectiveness analysiz methadology or results,
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We abserved that FPL's consideration of lower forecasied prices for ratml gas and
emissions have reducod the cost-eMectiveriess of the TPS7 prvject; however, completing the
project remains cost-effective at this time. We shall sccept FPL’s cost-efTociiveness anniysis.

B. Bepuimory Feaxibifity

SACE asseried that FPL's feasibility unalysis shauld be rejecied and cost recovery be
denied because FPL friled 10 conduct n *detailcd enalysis* of the shility 1o obiain all spprovals,
the ability to obin fnancing, and supportive state and Federal encrgy policy. SACE attempled
o paint a picture of insurmounmble regulstory uncortainty, 1o the pofnt SACE clsimed, "FBL's
feasibility analyses (or 2010 and 2011 fail 16 demonstrale thel completion of TPS? remains
feasible in the long-term, s the anslyses simply Fil to properly and fally acoount for all of the
unceriain [sict and risk eufrontly surrounding new nuclesr genaration {n the Uniled States.”

In ¢ontresi, FPL witness Scoggs testifisd about FPL's continuing review of numerous
regulniory issuex, such a2 the NRC combined liconse schedule, the Fiorida Site Certiflemion
process, end negotistions for land, roadway improvements, snd water supply. Witness Scogg
presented numercus pages in his prefiled testimony discussing the many activities al local, state,
national, and international levels that FPL falfows closely, and the intensive roview procsss sed
to identify polertial impacts on the TPE7 project.

Bath SACE and FIPUG argued that ihe regultory impacis of the Japansse Fukushima
Dhiichi nuclenr plant disaster will likely introduce regulatory uncertaintios and time delnys ns the
WRC implements interim actions while final rufemaking is in progress. Both intervenors also
placed considerable weight on FPL witness Scrogg's testimony ebout the events in Japan.
Wilness Scroggs best summarized the regulatory feaibility during cross-examination:

But, you know, the recent indidations are that things remain on tmack, The
Nuclesr Regulsiory Commission in the past week hiave contimued the process for
npproving the APIO00 by issuing a final safety evaluation report, and similarly
issued e finsl safety svaluntion repon for the Vaoglle projects In Georgia, which
are the reference COLA for this projecl.

We find that FPL has an effective process in place o provide its management with an
ongoing, dotailed analysis of the uncertainties and risks thm could impact jts Heensing, appraval,
ardd certifientions necessary for praject succoss.

C. Techpical Feasibili

Closely related 1o rogulniory issues ere some tochnical issues with the Westinglouse
AP100¢ muclear power units. plarmed for the TP67 praject, First is the NRC certification of the
latest deasign change o the APICO0. This process most be campleted prier 10 n Combined
Operating License baing issued. While Westinghouse reccived & Final Dexign Cenification for
the AT1000 in 2005, the Intesi design change Is In the process of certification. FHowever, several
Burdles in the process have been completed. The NRC siff issued ity Advanced Final Safety
Evaluation, the Advisory Commiltee on Renctor Safeguards acospled the AP 1000 design us safe
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W build and cperate, and the NRC published for comment the proposed rule that would smend
Weslinghouse™s centified AF1000 reacior design for use in the Uinited Staies, The current NRC
published schedule expects the API00D Design Change rulemaking to be issved by
epproximeisly Sepiember 2011,

A second isspe is. slorage of spent nuclear fuel (SNF1. The U.S. Diepartment of Energy
has terminated work toward establishing a SNF storags site in Yucca Mountain, Nevada, and
requested withdrawal of its Tieensing application from the NRC, Thercfors, it appesrs there will
be no cenmral worage location for such highly mdioaciive malerials for some time. FPL wilniesy
Disz cxplaincd (hat the NRC issued a revised Waste Conlidento.rule in December 2010, The
new rule found, smang athey (Nings, “reasonable assurance thal, if necessary, SNF can be stored
salely and without significant environmenta! impacts at reactor sites for st Tenst- 50 years beyond
the licensed life for operation of that reactor,™ Witwss Disz further testified,

In my view, the revised Wasie Confidence rule will enhance the viability of the
liconsing, construction, and operation of the Turkey Point & & 7 Project by
medi:fﬂ titipation of SNF issues In the licensing procesding For Turkey Point
Urnits Sand 7.

Finally, iniervenors expressed skepticism that FPL's now nuclear units would remain sife
after such evems as the Japanese Fukushima Dalichi nuclesr plant disaster. To thal concern, FPL
wilness Diaz testified,

The coremt generation of nuclear power plamt designs that are the subject of
COLAS, such as the Westinghouse AP1000 design that Is referenced in the
Turkey Point Units'§ & 7 COLA, are more robust than the existing pisnts in the
wreas shown tor be compromised by the éarthguaketsunami combination in Japan,

Based on the evidence in the record, we find thiat the TP67 project is sdll wechnically
feasible,

In nddition to slevwenis of cconomic feasibility, we nd that the avaiisbility of finding
for the project shall also be considered. FPL wilness Scoggs testified, "Recenl activity on
predecessor projects shows & strong interest in tha investment community 1o participate in new
wuclesr fimancing.” He provided examples af a succeasful bond solicitation for a pertion of the
Vogtle Projert in Georgin st rates under 5 percent. MNowe of the intervenors contosted FPL's
nbitity 10 obiain funding for the project.

W find thee FPL's cusront acoess 1o capilal markets as confirmation of continved fimding
feasibility.
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The parties did not sugges: thar the TPS7 project is loss viable for lack of exisiing or
potential joint swners. FPL witness Scoggs discussed the periodic mectings b had with oter
utilities from Floride sbout the status of e project and, most recently, sbout the cvents at
Fukushime. Witness Scoggs expluined that, because of where FPL cumently is in the projeet, il
would not be an appropriste time fo enter into-w joint ownership agreement. The abssnce of zny
comment about joidt ownership of TPS? in FIPUG s post-herring twiel suggests FIPUG did not
see this a8 a concern for the FPL project. No other intervenors coniesicd FPL's considemtion of
joint ovmership.

We agree with Witness Scoggs. Tho projoct is otill in it carly stages with many
uncertaintics, asyocieted risks; and pending NRC licensing. Given Lhe current stalus of the
preject, we find that the leck of jolnt ownershipp shall not B¢ deemed & Futal Aaw io project
feasibility ot this time.

We find that based on the preponderascs of the cvidence, FPL has filly considered the
economic, regulsiory, technical, funding, and joint ownership considerations impuciing the

feesibility of the project. While continulng uncertainty cxists in virmally a1l these ereas, we find
that ike TPET project continngs 1o eppear feasible at this time,

We nexl address the reasonsblensss of FPL's decision 1o comtinue pursuing x COL forthe
TP67 project. We note that sequiring 3 COL is 3 prerequisite for the safety-relsted construction
and operation of = nucléer power plant.”’ Reference to COL sctivities therefore serves to show
the TP67 project status ns progressing towands commercial aperation e opposed o groject
cancellation,

SACE"s position in this issur is based oo ity view that completing the project Is not
feasible. Both SACE and FIFUG argued in their briefs 1hat FPL's iment Is fo create én option.
FPL wilness Scroggs provided testimény thet FPL'4 efforis were to creste of develop the option
for new nuclear genersiion. FIPLIG argued that FPL's wonding created uncertninty aboul the
staluy of the project a8 un attompt fo keep the muclear eption open rather than committing 1o
moving forwand with the TPST7 préject. In support of their position, both FIPUG mnd SACE
noted thet FPL hied not entered into an EPC type of agreement, Howeves, we note thal ihere was
no fecard evidence Uhat it would have been reasanable or pradent for FPL to enter inlo &n EPC
typo of agroeement =t his stage in the TP67 project. Similarly, there is no recond evidence that
FPL could complete the TPS7 projeot without the prerequisite COL approvel Gom the NRC.

T 1 CFR § $0.10{c} mad 10 CFR § 32.107(x)
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FPL witness Seroggs stated thet the primery focus of the current phase of the project has
beza, and romainy obtnining. the necessary federal, siate and Incal npprovals that will define the
project and ensble construction and operation of the TPS7 project.  Witness Scroggs presents
three current significant licensing activities that began in 2008: Fiorida Site Certification, U.S.
Army Corps. OF Engineers Environments} Permits, and NRC Combined License. He also listed
& total of 45 requined foderal, siate and local authorizations. We note that no party raised
eoncemns with 45 of the 48 permitting ectivities that show progress towands commercial
operation ns oppesed 10 project sancellation. These other activitics are &lso prevoquisites for the
construciton and epermicn of o nuclesr powes plant,

FPL wilness Scroggs explxined thai the project was being developed, munaged, snd
controlled 1w create the option for more melisble, cost-effective and fuel diverse nuclear
generabion o bevefit FFL's cusiomers under the carliest practical deployment schedule. He
explained that the option it About when FPL excrcises its intent fo construct.  'We nole that
proceeding with the COL activities at this time = consistent with FPL's asserted goal of earliest
practical deployment schedule because the various liconses, once received, will help define the
scope af the TPG? projeci earlier than o delay or suspension in COL activifics would.

Wiiness Scroggs addressed various altemative project peths and FPL's reasoning for its
decigion to maintaln pregress on licenses and permits.  Andit s witnesses Fisher and Rich,
Joinily, roviewed FPL's project management controls and offered no specific recommendations
other than continoed monitoring. OPC witness Jacobs reviewed the staius of the TRE7 project
end FPL's proje¢t menagement, and did not taking issue with FPL's approach. FPL wilness
Reed also reviewed FPL's mianagement of the TP67 project.and opimed that FPL acted properly
i reaction to protracied Heensing and permitiing processes, as well as uncortainty related to

Wz addrezsed a similar issue for PEF in the 2010 NRC procesding concerning PEF's
LNP activities.” Our decision conceming PEF's pursuit of # COL in Order No. PSC-11.0095-
FOF-El stated:

Notwithatanding, PEF asserted that its decigion 1o continue the LNP was
reasonabic.and is nol rendered unrcasonable simply beesuse intervencrs prefer o
different or a conditiondl decision. The fundamental question is what encrgy
policy the State of Florida wants to-support. PEF believes thet nuclear continues
te be an important part of the long-term energy mix and that to walk sway from
this project would be & misiake, PEF witness Lyash. characterized his feeling
abaul the project as ", . . not bullish, but cyes wide open 1o batls the coats end the
benefits.” These are the same benefits thet the Florida Legislature recognized in
thz 2006 lagisiation and we recagnized in granting the need deterinination for the
LNFP. These beneftis nelude Toel diversity, corbon free penecation, reduced
refiance on fossil Fuels, and an estimated $100 billion in fue! savings to ustomers
over the 40 years of operation.

" PSC-10-0558-PHO-E1, baved Avgvm 20, 2070, 1h Bockel Mo, 100005-EL [p
page 28,
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Therefore, we find thet PEF hes offered a fully vetted, transparent, and
convincing discussion of the rensenableness of continuing (he LNP compared 1o
cancellation st this ime. We find thm PEF's decision 10 conlims pursuing a COL
for the LNP reasonable. We do not find that the record supports adoption of the
risk sharing mechanion as proposed by OFC. Our findings affords PEF the
apportunity (s cominue forward with the LNP in an effort (o secure the expected
lang-term. benefits end also allows the opportunity (o asscss the appropristeness of
any LNP specific risk sharing mechanizm in s subssyuent procesding.

We drew guidance from this Order, and besed on & prepondernce of the record, find that FPL
hes demonstrated iy consideration of the risks and benefits in deckling to continue Forward with
the TPGT praject compared to canceilation al this time. Thirefore, we find thel FPLs confined
pursult of the TP67 COL wes reasonable beocausce it affords FPL the opportunity o continue
forward with the TPS7 profect, which is consistent with our finding shove.

FIPUG took the position that FPL™s cost extimute was "subject to continued escalation
and Lhe aclusl price is not known.” Mo evidence was offered to demonstrate that actusl prices
should be known at this tme.

FPL's cument non-binding estimated range of capital cost iz 331483 w $5,063 per
Kilowstt in overnight costs. This reprosents an 11.5 peroomt increase from FPL's estimated

maximum cost in the 2007 need determinumion proceeding and a 12,1 percest increase in the
minimum cost. Thie history of cost estimales {s shown in the table below.

Rauge of Nap-Bindiog Capital Coat Estimntes (3/%W)

for

As dizcussed above; other intervenors did not contest FPL's estimaved cost. No evidence
‘was presenied to refule or chunge FPL's.estimete. FPL used its updated project cost estimate in
conducting ils cost-effectivencss analysix above. Remills of the gnalysis demonstrate thet the
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cost-sffectivaness of the projoct bus dealined in comparison with the compeling plan without
mcledr geverstion. We find that FPL's cost cstimate is reasonabls.

FIPUQ argued that FPL's emimated commercial operaticns dates were subject ta revision
and are uncertain.  However, FIPUG offered no evidence with which to suppor! itg argument.
Other intervenors did not dispute FEL's estimsted commervial aperations datss.

FPL witness Scroggs testified that an early 2010 review of the projoct schedule indicated
that pre-construction activity and licensing activity should not un in parallel.  FFL then
rescheduled pre-comstruction sctivity to ocewr sRer licensing, which shifled commercial
operations dates to 2022 and 2023 for TPS7, respectively.

We noie that FPL has used the 2022/2023 dates in its annue] feasibility analyses for 2010
und 2011, as previously discussad above, Therefore, we find that FPL's estimated commercial
operations dates are 2022 and 2023 for TP & and 7, respectively,

This issue addrésses project nimagenent, contracting, sccounting and oversighl controls
ersployed by FPL during 2009 snd Z010 for the TPSY project. Examples of project management
oversight controls re: heving staled corporste policics for developing project schedules,
developing annual budgets, tracking waziances, traming on these policies, and verifying hat the
tcam members adhere to corperste policles,

No specific concerns or deflciencies were fdentified by the parties or awdit sl
witnesses.  Audit slafl witness Welch identified that recovery of 2010 lobbyist registration
experiges was boing requested through the NCRC, and questioned the appeopriafeness of
recovery, The exclusion of lobbyist registration expenses from the NCRC wauld reduce FPL's
incurred jurisdictional amounts and WCRC recovery mmowils by $3,389 and 31,807, for TP 6
and 7 vespectively, a5 diseassed below. SACE's position an (his izsue 10 find FPL's project
menagerment imprudent. refied an arguments it riised above roganding FPL's intert to complete
the praject and the Teasibility of completing the TP67 project.

F002010 TPST Proicct Management and Related Controls

in 2009, FPL. management deforved the EPC contract and long kead manerial procurement.
FPL's 2009 activities focused on FAnelizing Hoenses and peemit applications. FPL management
made the following key decisions during 2010: 3) revised the project schedule 1o decouple
licensing and proconstruction sctivities which resulted in now in-service detes of 2022 and 2023;
2) vevigwed the project cost estimale range to determing if the range remained scliovable: 3}
cxtended the Forging Resorvation Apgreement inte March of 2011; 4) executad the Joint
Participation for reclaimed waicr; and 5) conlinued pursnil of a radial collector weil System es &
backup cooling witer supply For the project. FPL wilness Scropgs opined that the mex
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important near term sctivily is obimining the licenses and approvals necessary to construet and
operate TP67. He apined that bassd on FPL'5 review, key projoct issues had not malured 1o the
stage that warranted pursuing pre-construction attivities in paraliel with licensing artivities.

When questioned by FIPUG regarding whether FPL infended 1o construct the TPST unils,
FPL witness Scroggs sald yes. He explained that FPL would not be engaged in the licensing
process if FPL did not intend to construct the units. He further cxplained that it is a question
sbout the appropriate time to iniGalo construetion. SACE inguired whether FPL had made a fina)
decision to comstrwet the units, and FPL witess Scroggs affirmed that FPL had not. He
explained that the decision is going 1o be bused om the economics and events as they unfold over
the next scveral years,

FPL retained Concentric Energy Advisors (Concentric) wo review FPL's sysiem of
internel controls to develop and meintain the option to construct TPET, Testimony regarding
Concentric's reviow wes prasonied by FPL wilness Reéed, the Chainnan and Chiel Executive
Officer of Concentric,.  Conceniric reviewed the project organizational structures. project
milestones, and oihér documents, and conducted several interviows. Witness Reed asserted that
these offorts were 1o meke eortain FPL's TP6T policies, procedures and instructions ware kvown
by the prgject team, were being Implemanted, and resulted in pradent decisions based on the
information that was. available st the 1ime of each detision,

Based on the review performed, FPL witness Reed opined that FPL hid ciearly sistad
corporate policies for developing project sehedules and had complied with those procedurss.
Wikwss Reed concluded that FPL's. TP67 project management practices and procedurss were
reasonable and met industry norms, He exprexsed agreoment with FPL's revised Tn-service dates
o 20222023, in part, because of protracted licensing and permiting schedules. Regarding
FPL's udgets, FPL wilness Reed concluded that FPL adhered o its corporme procedures.
Concentric found that FPL's TPST project team acted prudenty when developing the annual
budget and tracking budget performance. He swied that there wers no project mansgement
deficiencics thet led w imprudently incurred costs during the roview periods,

FPL retained witness Diaz with NDZ Group, s consulting {irm, to provide s summary of
the NRC's rels in licensing FPL's TPS7 project, and to discuss FPL's licensing decisions. He
presemted an overview of the NRC's rele and responsibilities, and un, overview of 10 CFR Pant
52, that #els forth the new reactor licensing framework. He described the siztus of NRC*s review
of FPL's 'TP&7 COL application a3 ongoing with expected completion in 2013, He epined thar
the 1992 Encrgy Policy Act implied throe strategics to minimize financial and regulatory dk: 1)
licensing decisions would be finatized before major construction begins; 2) ulilitics would order
assols aflor roguletory/financial risks are mitigated by satisfeciory COL progress; and 3) linsired
site work tould begin prisr 1o COL isyuanco. Witness Diaz went on io say he believed FPL's
project mansgerent docisions hivo been consisient with these strategles. He concluded tha
FFL's approach to managing the project i= prudent and reasonable.

OPC wimess Jacobs reviewed the status of the TPE7 project and FPL's project
management. He stated e was not “miking issie with FPPL'z approsch 1o the Turkey Point € and
¥ projects’at this time.™



ORDER NO. PSC-11-0547-FOF-El
DOCKET NO, 110009-E}
PAGE 25

Audit siolf wimesscs Fisher and Rich roviewed FPL's 2009 and 20010 project
meEnngemant ¢ontrols,. The primary objective of their annual mview was 0 document project
key developments, along with the organization, management, inlernal conteols, and oversight
that FPL had in place. The intemal conirols examined were refated ta planning, menagemen
tnd argenization, costs and schedule, cantractor selection rnd management, auditing. and quality
masurance. Witnesses Fisher and Rich made no specific recommendations. They belicve that we
should continue 1o elosely monilor ail new nuclesr project controls, costs, sctivities, and
schedule as the TPS7 project transitions from licensing 1o sile preparation snd constrestion,

FPL’s TPST accounting and relsied controls were generally described by FPL withosy
Powers. Witnees Powsia asacricd ihint FPL's conirols were documenied, assessed, audited, snd
tesled an & going forward basis hy bath FPL's imemal and exienal auditors, g well ss our audb
aaff, Witness Powers sisted that the 2009 and 2010 costs and controis: will have: been sudited
priar o the siant of the hearing. Regarding internal audits, FPL witness Reed stated “{ijn 2010,
FTN 6 & 7 received an godit rating of “Good,” the highest ruting used by Inicrnal Audit™ The
2009 and 2010 inlemal andits were presented ta the TPS? project feam in Movember 2009 and
May 2010, rspectively. Witness Powurs asserted these audits will contimee to provide assumnce
that the internal controls surrouniding tranxactions and processss srs well-catablished, mainmined
and communicaied o emplayees, and provide additions] astwrance that the Emancial and
openating informnation generated within FPL is aceurate and relinhle,

Audit sull withess Welch rested FPL's accounting and related controls. 'Witncss Welch
presemied one finding relnted 1o Iobbying expenser. She stmed:

It has becn: Commission practice to disallow cost For direct lobbying or in support
of direct lobbying sctivities. This Cammission has maintained that costs of such
activilies should be bome by ithe slockholder sinco thero i5 no evidence that the
ratepayars receive any benefits fron thess expenditures.

Roparding these lobbying expenzses, FPL witnoss Powers responded;

The County Ethics Ordinance defines lobbying very broadly to include “all
persons . . . who seeka (o encourage the passage . . . of . . . any action, decision,
recofmmendation of the County Menager or any County board or commitice . . , or
recommendation of County pessonnel during the time period of the entire
decision-making process . . .". There rre n number of project tesm memnvbers that
mnsz| foutinely meet with personnel of Miami-Dado Cotnty reganding the project.
As sush, it would be impossible for these projact icam members ta interne! with
County sthff on the project without potentially implicating this broad definition of
"lobbrying™.

While FPL does not believe these registration fees are lobbying costs, FPL

removed the costs froms the Twkey Point 6 & 7 project in May 2011. The
sccounting entry 1o reflect this adjustment was provided ta the Audit StafT,
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Cur siendard for determnining prudence is weif dosumented In our pest Oeders. That
standand is . . . whet & reasanable utility manager would have dene, in light of the conditions
and circumstances which were known, vr should been known, at the time the decision was
made.” (Urder No. PSC-02-0749-FOF-EL, p. 28) We reaffirmed this prudence standard in Order
Ne., PSC-09-0783-FOF-El:

The applicable =tanderd for determining prudence Is consideation of vhal a
reasoneble utility minager would hove done in light of conditions and
circumsiances which were known or magonably should have been known af the
time decisions were made.

‘Based op the faregoing, we Jind thar FPLs TPE7 project managsment and sccounting
and relatcd conmrols were subjected 10 8 reasorable level of review sufficient to dstermine
prudence. We fnd that there i no record evidence idemtifyling any FPL TPS7 project
mahigement decisions or accounting ax onneeded or unreasondhi=s. We also note that, st this
time, ne party identified vnressonable or imprudent TPE7 project management actions. We note
tmt the anly program mansgement-related activities disputed as recoversble were lobbyin
registralion feen that FPL subscquently agreed to romove from the NCRC. Consequently, we
Find that the project nanagement, contracting, accounting and cost oversight ¢ontrofs employed

ng. ,
by FPL during 2009 sad 2010 for the TPH7 project were reasonsble snd prudent.

This issue addresses FPL's request concaming the prodence of jits 2009 and 2010 TPET
incurred costs and the final trus-up of kmoums for 2009 and 2010. SACE's urged s 1o deny
recovery Based on its angusents sisted above regerding FPL s intent o complets the peojest and
the feasibility of completing the TP67 project which we have already nddressed. Consizient with
our findings above, we made adjustments (0 exchinde lobbying expenses.  No other concerns

FFL witness Powers provided support for the 2009 and 2010 TP67 project costs and
methods used to determine the requested final true-up recovery amount. FPL wilness Scrogps
provided descriptions of the 2009 and 2610 TPS7 project activities, coats, and varinnces,

Witnzsses Powers and Scropgs idemtified that the 2009 TP67 preconsiruction capial
cosls were $37,731,525 {$37,.599,045 jurisdictiona!). They aiso indicaled thet canying costs
neurred during 2002 were $857,693. Bolh witncasos Powers and Scroggs identified additions
camying -costs of $373,162 for silc selection costs. FPL requested that we review and approve
ﬂw.; amounis as prudent and recoverable, In suppont af FPL's request, FPL witness Scropge
siatext:
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During 2009, the project compleled the sidies and analyses supporting
applications to federal, atale and local entities for required licenses, certilieations
and permits 1o construct and operate the praject, These applications describe the
praject’s kechnical 2nd envirormental aspects ind are now the focus of extensive
agency review and deliberation that will continue through the nex1 several years,

deditionally, 2009 was a yesr of negotiation, analysis and review 1o determine
how and when to take additional sieps beyond he licensing activity in presaration
for profeet codsttiction.

~ FPL's year-ending 2009 invurred costs were $7,909,137 less than lis May 2009 estimate
ol $37, 731,525, FPL spent §5,164,519 less Tor licensing cosls, primsrily because of lower-than-
planted NRC lees, Bechiel COLA contract support, transmission line permitting, and unused
conlingency. Projecl permitting cosls were $960,060 lower than estimaled due in part io a
charge in the applicaion lling dates shifing planned support costs into 2010, reclassification of
cortairs 2008 and 2009 logal expenses;, and umised contingerioy. Engineering and design cosis
were $1,786.327 lower than planned due in part 1o déferals, reduzed constructon ieam, and
redused scope of 2009 contrcted eotivities, FPL incurred an unfavorshle variance of $1,769 in
legal suppon costs far irs reclaimed water netivities,

Witness Fowers explained ihat the year-ending 2009 project cosis were compared to our
prior approved and recavered amounts o determing the net final troe-up amount for 2008 of
negative $10,648.277. The. requested 2009 net final rue-up smount includes the following
items: over-prajecied capltal cosis in the amowtt of $7,845,4923 and $2,802.854 in over-projecied
earrying costs.  FPL did not request that these amounts be wsed in determining the 2012 1otal
NCRE recovery amounl becaise the smounts were already incloded in FPL's 2011 CCRC,

Witnzsses Powers and Scroggs indiesied that the 2010 incured coms for TP67 project
capital costs were $25,593,577 ($25.201,109 jurisdictional). They also indicated that carrying
costs Jncureed during. 2010 were nogative 55,849,900, Witnesses Powers and Scroggs identifed
additional carrying costs en site selection of $145955. FPL reguesied that we review and
approve these emounts ax prudent and recovemble, In support of {té reques:, FPL wilness
Serogps stated.

Peimarily, FPL madmisined progress on Lhe review of loense and permit
spplications and ofther activities inftisted in 2009, The poject completzed
combined schedule md cost extimate reviow 6f the project in the exrly part of the
year resulting in & change 1o the estimated operational dates for the project.

FPL’s year-ending 2010 incyurred costs were $17.036.078 less than jis May 2010 estimate
of $42,629,655. FPL spent $11,148,208 less in Heensing costs primarily because of hywor then
planned NRC feos, Bochtel COLA contrac! support, project siaffing, Environments! Scrvices
supporl, exiermal legal acyvices, and unused comtingsncy. FProjeet permitiing costs wore
52004977 lower then extimatd due to rmsduced comvwmications oxpenses and unused
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contingency. Engineering and design costs wore $3,882,893 lower than planned dim in pant o
delny in starting an éxplartory well,

Witness Powers explained thel Ihese 2010 project costs were compared to the prior
estimale For 2010 to determine the net fisal true-up amount for 2010 of negative $17,949,858.
The requested 2010 net finsl troc-up amount includes the foliowing itess: over-projected capital
costs of §16,834,744 and over-projected carrying costs of’ $5,115,115. FPL is requesting that
these smounts be used in devermining the 2012 fotal NCRC recovery amount, We nots that
witness Powers did not comest thiz caléulation of adjustments identified by our audit staff witness
Welch,

As previously discusied above, the standard for determining prudence is eonsiderstion of
what a reasonable utility mansger would have dome, in light of the-condilions and circumstances
whith were known, or should been known, ot the e the decision wis made. (Order Nao. PSC-
08-0749-FOF-E, p. 28) Wo note that beyond the lobbyist registmiion expense lem discussed
above, no other concems were identified regarding the reasonabieness or prudence of FPL's
2009 and 2010 incurred cosis.

As noted above, audit sinff witness Welch mised & concem rogarding the potential
recovery of lobbying oxpensms fncurred in 2010, Witness Welch testifled:

It bus boen: Commission practice (o disaliow cost for direet lobbying or in support
of divep) fobbying aativities. This Commission has mwintsined it costs of such
tetivitics should be bome. by the stockholder since there is no evidence that the
ratepayers receive any benefits from thess expenditires,

Drring the tesiing of Pre-construction rxpenditures, we found two entrics for
lobbyist registration fecy. for seven Company employees totaling $3,430 ($490 per
lobbyist x 7 Company employees). The invoices ate tithed “Miami-Dade County
2010 Lobbyist Registratfon.™ IF ths Commizsion disallpws the cost stved shove,
Pre-Construclion cost, Carrying Cost on Pre-Constrogtion Cost, and Deferred
Carrying Cost would be reduced by $3,189, 5292, and 126, raspectively.

Regarding the identified expenses, FPL rebuttal witness Pawers stated:

FPL thercfore determined that it would be pradent 1o register these individuals 1o
easure complisnce with the local crdimmce md o protect against 2 claim of
*lobbying™ without registmmtion.

While FPL does not believe Ihese regiviration lecs are Inbbying costs, FPL
romoved the costs from the Tutkey Point 6 & 7 projecl in May 2011, The
sccounting eniry 1o reflect this adjustment was provided to the Audit Staff,
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The Company recomimends thint the adjustment should be reflected in FPL's 201 |
Preconstruction Tre-up Nuclear Filing Requirement (NFR) schedule which will
be fled Merch 1, 2012,

We find thal FPL's May 2011 actions to remeve the exponse were consistont with sur
practice of dissHowing recovery of lobbyist registration expenses.  Consequently, there is no
need for us o deéterming the prudence of lobbying registration costs identified by witnoas Welch,
and the 2010 pradently incurred amounts shall sxclude the amounts identificd by witncss Welch,
The adjustments fo FPL's 2010 cxpenditures wen $3,430 (53,389 Jurisdictional) and $418 in
associnted carrying costs ($292 + 5126 = S418). These adjusimenis reduce FPL's 2010 incurred
costs ax follows: xysiem capital costs in the smount of 525,590,147 (325,593,577 - 53,430 =
525,550,147}, jurisdictional capiial costs of $25,287,720 (525,291,109 - 33,389 = $25.287.720),
and carrying of negative $1,115533 (81,115,115 -3418 ~ §1,115533), These
adjustments shall change FPL’s net Aol troc-up emount Tor 2010 io negative $17,951.665
(517,949,858 - 53,389 . 3418 =-517,953,655 ),

We hote that beyond the lobbyist regisition expense ilem, no other concerns were
identified regarding the reasonableness or pridence of FPL's 2009 and 2010 incurred vasts.,
Conslstent with our firdings above, eur verification of FPL'x calculstions and true-up amount,
awd n preponderance of the cvidence In the record, we find thal FPL has demonsirated the
prudence of 13 requested 2009 and 2010 incurred costs and finsl true-up amounts for the TP67
project, net of the 2010 lobbyist reglstration expenses. Thercfore, we approve as prudently
incurred TPS7 project Capital Costs of $37,731,525 (837,599,045 jurisdictionnl). The final 2009
NCRC true-up amount, niet of prior récoveries, is negaiive- $10,648,277 and will bo fully
refunded during 2011, No funther action ia required yegarding FPL's 2009 incurred costs. For
2010, we approve as-predently incarred TPS7 project Capital Costs of 525,590, 147 ($25,287,720
jurizdictional). The fipal 2010 WCRC troe-up amount, net of prior recoveries, iy nogative
517,953,655 and shall be used in delesmining ihe 2012 NCRC recovery smount.

Thiz issue sddresses: FPL's request coneerning the reasomableness of its 2011 TP6?
estimated cosis and the estimated tue-up amount for 2081, SACE's again wged us to deny ali
recovery stoms from Arguments it rised regarding FPL's intent io complete the project and the
fensibility of completing the TPG7 project. Mo testimony by panties or the staft audit witneases
proposed sdjusiments to FPL's 2011 estimmtes. 'Wo noie that resolution of this issnc must be
consistznt with the resolution of forward-locking fasucy addressing project feasibility mmd alse
praspective implesnentation of uny prudence determinations.

FPL witness Povwers provided support for the 2011 TPSE7 projset costs and methods used
to detcrmine the reguesicd estimaled Ine-up recovery amount. FPL witness Scroggs provided
descriptions of the- 2011 TPS7 project activities, costs, and varisnces.
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Witnezses Pawers md Scroggs identified 2611 TPS7 preconstruction capilal costs of
$37.955536 ($37,506,97) jurisdictionsl}, They aiso indicaed that the estimated 2011
preconsiruction carrying costs weto negative 3212581, Wimessex Powers ond Scroggs
identified additional carrying costs on shie sclection costs of $171,852 due t tex effects on FPL's
previvusly recovened site seletlion costs. In support of FPL's request, FPL, witness Scroggs
staied:

The primezy focus of the current phase of the project has been, und remains,
obuaining thé necessary federal, siate snd local approvals that will defne the
praject and enable constroction: and operailon of the Turkey Poimt 6 & 7 project.
I deing 30 FPL iz oreating & vajunhle option that can be exercised sl the most
oppertune ime for the benefit of FPL costomers,

Witness Scroggs slso presented o graphic of the current deplovment schedule for varinus phesss
of the TPET project from 2005 through 2023, The graphic showed that during 2011, FPL was
cognged in the licenwing phase, and site-specific canstrugtion may begin in 2016,

FPL's estimale of yesr-ending 2011 jocurred costs was $37,955,535. The 2011 cos
cstimate included amounts For licensing of $28,769.986, permitting of 52416877, and
chgincering end design of 56,743,673, The estimaled 2011 coms for lomg-lead procurement,
power block engineering and procueement, md rensmission notivities were zom,

The estimated 2011 cosiy’ gre $8,486,061 greater than FPL's May 2010 projection of jis
2011 costs. FPL miributed the increase 1o shifts Tn ihe timing of activities. Licensing costs
increased by 56,416,607, permitling cogls increazed by $40,785, and engineering and design
coms increased by 52,028,669. No pasty identified any specific amount of FPL's 2011 TPST
project com estimates o3 unreasonable or unnecessary to complete tdwe TP67 project.

Witness Powers expluined that the estimated 2011 project costs: were then Sompired to
Ihe projection of 2011 costs to determine the estlimated true-up amount for 2011 of $5,363,897.
The requested 2011 trug-up wmount includes under-projected preconstruction capilel costs of
38,385,772 and » 53,001,875 over-projection of preconstruction csrying costs, No additional
site selection costs will be incurved in the fimue and there is 1o refated truc-up of 2011 site
selection costs to be included in the net total NCRC recovery amotmt, These 2011 estimated
true-up amounts were included in FPL s nol total NCRC recovery request of $196,092,631.

Aa noted above, audit staff wilness Welch raised a concern regarding recovery ot fobbyist
registration expenses Incurred in 2010, Coensistenl with our findings sbove, we find that FPL
shall remove sny 2011 lobbyist reglstration fees from NCRC meoovery emounts, 'We pole
FPL's eatimated 2017 expentes cannot be audited at this tme.  Additionally, the adjustment
recommended by witndss Welch, snd unoppesed by FPL, only addresies the 2010 period and did
net lnclude ongeing truc-up impacts through 2011. As previously addressed above, FPL has
made sccounting entries that will wlimately refund amounts FPL alresdy collected on o
prajected basis. FPL shall ineur carying charges until the full @mount is refunded. The camrying
charge rate is 7.42 percetl on w pre-tax basis. We nate the adjustment is swall ond recognition of
that amount in settiog the 2042 CCRC faciors is not expetied 10 decherse costomer bills.
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Therefore, we find thal allowing FPL to reflect the effeat of the 2010 adjustment on FPL's
estimated 2011 true-up amounts in s 2012 filings is reasonable and efficient. '

We note thol beyond the lobbyist registration expense flem, no other concems were
identified that weuld impect FPL's estimatod 2011 incurred costs snd estimated trus-up amounts
for the TPS7 project. Consistent with our findings above, owr verification of FPL's caleuintions
and tres-up amount, and a preponderance of the avidence in the record, we find thet FPL has
demorsiraied the reasoosbleness of its requested estimste of 2011 incurred costs and true-up
rmaunis for the TPS7 project. Therefare, we approve as reasonable estimnted 2011 TPE7 project
Capital Costs of $37,955,536 (317,506,573 jurisdictional). The estimaied 2011 trve-up acnount
of $5383.397, net of prior recoveries, shall be used in determining the net total 2012 NCRC
recovery amount.

Thir izsue sddvesses FPL's Tequest concerning the reasonablenvss of its 2012 TPST
projecied costz and the projected MCRC recovery amount. SACE's ssseried that no costs shonld
be recovered based on ils arguments reganding FPL's fmtent 1o complete the project and the
feasibility of completing the TPG7 project.  No lestimony by pacies or audil stalT wi :
proposed adjustments. We nole that resolulion of this issue must be consistent with the
resolution of forwsnd-fooking ismues discussed abuve, project fessibility, and also prospoctive
implementation of any prudence determinations,

FPL witneas Powers peovided suppon for the 2012 TP67 project costs and imethods used
to defermine 1he requested recovery amount.  FPL witness Scroggs provided descriptions of the
2012 TPS7 project activities and cosla.

Witnesses Powers find Scroggs identified the 2012 TP67 preconstruction capital coste of
$31,391.088 (531,022,080 jurisdictional). They aiso indicated that the projocted 2012
preconstruction carrying cogts were 35,620,298, Witnesses Powers and Scrougs idemtified
additional carrying costs on site selection costs of 3180883 due ta fax offects on FPL's
previously recovered sile solection costs. In suppont of FPL's request, FPL witness Scroggs
stated:

Procureiment activities in 2011 and 2012 genesally focus on the Heensing ad
pormitting process required to support snd advanee the federal, niste and Joca)
approval processes,  Professional sorvices will 1e required from technical and
environmente! consultants, legal service fiins end subject maiter xperis o
respond 1o the inguiries of the public and the reviewing agencies during the
application review process or the subsequent heerings. Additionally, the current
project schidule calls for Prepamation phase activities, such ss clearing and
groding at the sie, in mid-2013. In onder 1o prepare for those activities FPL
would need to hire-additional staff for its Congtruclion team, conduct engineering
seviews and planning, and develop bid packages for the wark ir 2012, FPL has
not included thest cosis in the projected 2012 request based on the need to
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observe significant events in 2011 and carly 2012 prior to silhordzing such
expenditures. Az more informetion is developed in 2011 and 2012, FPL will
meke a deeision to move forward oo (he current schedule or meke appropriate
revisions.

~ Witnesy Scroggs also prezented a graphic of the current deployment schedule lor various
phases of the TPST project from 2005 through 2023. The graphic showed that during 2012, FPL
plans 10 bo engaged in the licensing phase, and site specific construction may begin in 2016.

FPL's projected 2012 costs total 531,393,088, The 2012 cost projection included
amounts for licensing of $27,362,894, permitting of $2,420,144, and engincering and design of
$1.610,050. The projecied 2012 comts for long-lead procurement, power bloek enginesring and
procurement. and transmission activitles were 2ero. No party identified sny amount of FPL’s
2012 TP67 project cost sstimates ax unreasoriable or unnecessary to complete the TP4Y project.

FPL's. requested WORC amount for 2012 TPE7 project costs was $36,823 261, This
amount includes the fallowing temns that have been previously discussed sbove: pre-consiruction
cepital costs in the amount of $31,022,080, msotisted camrying charges of $5,620,298, and
5180243 in carrying charges on prior years’ unrecovered site selection costs, FPL included
these 2012 amounts in ilz net total NCRC recovery request of $196,092.611.

As noled above, sudit staff witness Welch ruized & concemn regnrding recovery of lobbyist
registyation sxperses inewrred n 2010, Consistenl with our findings ebove reparding FPL's
estimated 201{ recovery amounts, we find thet FPL shall remove any 2012 lobbyist registration
fees from NCRC recovery amournts. We note that FPL s projected 2012 expinses canol be
oidited at this time. Addifonally, the wdjusiment recommended by witness Welch and
unopposed by FPL anly sddressed the 2010 pertod and did not include ongoing true-up itnpacts
through 2012, As addressed above, FPL has agreed to remove the charges xnz refund amounis
FPL atready collocted on 3 projected basis. FPL shall incur carrying charges until the full
emound is rofunded. The crrrying charge mte is 7.42 percent ont & pre-tax basls. 'We note (he
adjustment is small and recagnition of that amount in seiting the 2012 CCRC factors iz not
expocted 1o decrease customer bills. Therefore, we find thet allowing FPL to veflect the effect of
the 2010 adjustment In its 2012 Alings is renscmable and ¢Mficiem.

We note that other tham the lobbyist registrtion expense itlem, no other concemy were
identified thet would impact FPL's projected 2012 TP67 projeci costs. Consisteni with our
findings sbove, our verificalion of FPL's caliulaiions, and a preponderince of the evidence in
the record, we find thet FPL has demonstrated the ressonablensss of its requested projection of
2012 incwred costs end recovery amounis for the TPE7 project.  Therefore, we approve as
reasomable projected 2012 TP67 project Capital Costs of $31,393,088 (331,022,080
Jjurisdietional). The projected 2012 amount of $36,323,26] shall be used in determining the net

NCRC recovery amount.
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This issue adidresses review and approval of FPL's detailed long-term feasibility analysis
of continuing construction and completing the EPU project ss requived by Rule 25-6,0423,
FAC, Additionally, this issue also addresses concems raised by OPC and supported by SACE
end FIPUG, relating 1o increased capital cost eatimates, the remiment of sunk cosis, the nted 1o
perform o breakeven analysis, znd the need For sepatate cconomic snalyses of the St. Lucie and
Turkey Paint plants.

In an eifort 1o mitigate the coonomic risks associated with the fong lead-time wd high
capital costs -ussociated with muclear power plants, the Florida Legisinture enncted Seclions
366,93 and 403.51%4), F.8., during the 2006 legislative session. Section 366.93(2), F.5..
requires us to establish, by rae, siternative comt recovery mechanizms lor the recovery of costs
ineurred in the siting, design, licensing, and comstruction of a nuclesr power planl. We adopted
Rule 25-6.0423, F.A.C., fo satisly the requirements of Section 366.23(2), F.5. Rule 25-
0423 (5)<)S, F.AC,, stales;

By May | of esch year, along with the flings required by this paragraph, = wtility
shal! subimit for Commission review and approval » detafled nnalysis of the long
term feasibility of completing the power plant.

The annual feasibility roview gives us an apporiunity to consider FPL's wends for the EPU
projiect and evaluate whether the EPU projest is feasible 1 continue,

ong-Ten Feagibifite Analvsis of e EPU Proiest

FPL wilncws Sim prescmicd the jong-tonn feasibility annlysis, The mnalysis included
updaied forecasls for fogl costs, environmental compliance coxts, customer load, and capital
cosis. Each of these components will be discussed below. From these forecasts, an economic
ennlysis was performed. We also analyzed regulatory and fechnical factors thel may influcnee
the feaxibility of project completion.

The cost-elfectiveness analysis prescried bere is the sum of all the assumptions utiiized
by FPL in producing i Jong-torm foasibilty, end represents FPL's quaniilitive assessmont that
continuation of the EPU project is economically feasible. FPL witness Sim performed a cosi-
cffeotivoneds analysis based on Cumulstive Prezent Velue Revemue Requirements (CPVRR),
which ¢compared a resource plan featuring the EPU projeet with an alternate fesource plan that
did not feature the ruclear uprates. Witness Sim described the undertaking of developing the
CPVRR of cach rexource plan:

The analysis of cach resowrce plan iy a complex undertaking, For cach resouvee
plan, annunl projections of system luzl costs and emission profiles, for each
scenario of fuel costferwironmemtal compliance cost, ‘are developed using -2



ORDER NQ. PSC-11-054T-FOF-EI
DOCKET NO. 110009-Et
PAGE 34

sophisticaled production cosfing model. This model, the P-MArea inodel,
shinulates the FPL system and disparches all of the generating units on an howr-
by-hour basis for =ach year in the anslysis. The resulling fuel cost aned emission
profile infornvaviain is then conbined with projected annue! capital, operation xrd
maintenance (O&M), e, costs for cech rescurce plan, In this way, a
comprehensive . set of projected annual costs, for cach year of the nmalysis, is
devisloped for ench resouree plan.

Azx noted above, sensitivities on funl cosis and envirommental compliance costs were
conducied, resulting ultimatsly in seven combined scenerios evatuated for cost-cfTeetiveness: In
all of these zconarios, the EPU peoject is muore cost-effestive than the altermative genamting
portioho. The remlts of the CPYRR Analysis sre shown below for each of the seven
sensitivitiey, wnd sro compered to the 2010 feasibillty analysis, Oweral], thers has been a
significanl decline in the cosi-offectivencas in pll scenerios when compared 1o the 2010
feasibility analysis, as detsiled below.

CFVRR Anniynls Remshis - Estimated NPV of Total Sxvings from EFLU Projest

Toda] Savings wf Nucsear Up

{E12010 Seumsiditiny Anaiysis W 201 P Pesalbliey Anelors |

The CPVRR anatysis performed for the 2011 lang-term Feasibility analysis was similer-to
the methodology employed for the EPU project parformed for the 2007 Detérmination of Need
filing, and the 2008, 2009, and 2010 NCRC filings. FPL witness Sim iestified that all the major
assumplions were updulnd in this moxt recent estimate of cost-affectiveness for the EFU project.
These include fuel, environmental, load, exf capital cosl forecasts, These forecests are discussed
in more detzil below,

The CPYRR anelysis excloded proviously spent capital vosts, also \ermed sunk casts.
OPC, supporied by SACE and FIPUG, ruised concerns sbotit the sxclusion of sunk cosiz and its
potentiel w skew & CPVRR eralysis of com-effactivencss.  Further, OPC, supported by SACE
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and FIPU(, recommend usage of an alternste economic analysis, a broakeven caloulation, These
concerns are discessed in detail below.

FPL submitted updated foel cost and environmemal compliance cost forecasts as pant of
its long-term feasibility analysis far the EPU project. FPL witness Sitn noted thet these forecasts
are jdentical for the EPU project and the TPS7 analysis. As discussed nbove, FPL wilness
Scroggs atwted thet netural gag prices and tw cost of carbon were inliuentisl drivers to the overall
post-effectiventss, snd tha there was curvently no price on carbon.

FPL submitted updated load forecasts mnd o resource plan for rescrve morgin
rquirements as part of its Jong-term Feasibility analysis for the EPU project. FPL’s npdated load
forecast projected thal FPL would teiain a sulficlent reserve mavgin without the EPU projost
until 2016, FPL’s updated resotirca plan with the EPU and ihe altemate resource plan fnclude s
greenficld 3x1 combined eycle unil in 2006, While the EPU project was shown (o have no elfect
on Aocelemting the meed for the next avoidable unil, the alternate msource plan requires
construction of a second greenfield 3x1 combined cyele 16 be acceleted by two yers, resaliing
in 0 2018 in-sezvice dale, campared 1o the reacurce plan with the EPU project

1, Updated Capjial Costs

FPL witness Sim provided updaled non-binding capital cost figures, including previcusly
spent capital costs and “going forwand™ capital costs, Orverall, the 1otal zost of the Project has
increased to §2.43 billion in the 2011 feasibility anslysis, up from 52.30 billion from the 2010
feasibility analysix. Thes: non-binding capital costs estimales, ps well 15 the pirtions proviously
spant of remsaining (o be spenl, arc detalled below, along with the extimated incremental capacity
to be added by the EPU projeci.
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Estimaivd NPV of Cepdinl Costs of Nuclear Uprates Projects
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Concams were raised by OPC mnd FIPUG that thore wes wunceriainty in the capital costs
2f the EPU project, and ihat capital cost increages may be hidden by exponditaces. Bolh OPC
witmessés Smith and Jacobs noted ihet the tote! capiral cost estimates have increased during each
feasibility analysis. 'We agree thal on » year-to-year basie, the project hag increased its total
cepital cosi, but nale that the estimated capacity output of the EPU project has nalzo increased
since 2009, ns detailed above,

OPC arguad that if FPL had used & more “malistic ¢stimate of capital costs™ in its original
analysis, the EFL! project might have beer ahown to be prohibitively expansive. OPC withess
Jaceh Turther suggested thet thwe estimate for gong-forward capital couts “can only be an
uneducaied gusss™ as engineering work had not been fully completed,

FPL wiiness fones disagreed with OPC witness Jacob's ssseriion, and stared that FPL's
current eapital cost estitate wis mare defined than in previous. years® Teasibility anstysis, and
refers [0 it 8 “highly informed.” FPL witness Sim noted that within = year, two of (he uprsie
projects Wwill heve beem completed, mnd the third near completion. A timeline of the
implementation outages is provided below. [t should be siofed that & pertin! wprite hos alrendy
l;zlen completed on SE, Lucie Unit 2, resulting In 29 MW of the toia] capacity increase listed

ow,
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EPU Project Dutage Schedsle
o I R .
ek " "k mﬁubur-tm Copueity Incresss
T ] B
%, Lok Unit | November 26, 301 1 118 122
S Laele Unis 2 Jure 37,3012 95 1o
“Turdeey Poin Link 3 February 6, 2012 120 ToA
Turkioy Point Unid 4 Oriober 1, 2012 120 1oe

Doe to the year-to-yeir incroase in iotal capiiel costs for the EPL project, OPC and
FIPUG raised concerns that the impect of higher capital costs waz belng masked by FPL's
weatment. of sunk costs, and that en shternate economic wnalysis methodology is required.
Further, they suggested thet the individunt plunt sites for the EPU project (St Lucle and Turkey
Point) should be evaluzted separately for economic benefits. These topics are discussed below.

In Order 08-0237-FOF-El, we required ny part of FPL'S Iotig-torm: feasibilily filings that
*... FPL should socourt for simk costs.” FPL has provided these previpusly spent costs as part
of ils filing. These funds are excluded in the CPVRR analysis described above, We nota that
sunk costs have increased 100 percent, from $358 million in 2010 to $700 millton in 2011, By
c@milrm project coat inereased only 7.8 percent, from $2.3 hitlion in 2010 1o $2.48
billion in 2011,

Both OPC end FIPUG mised concerns that by pol including these coms, the cam-
effectivanesy snalysis was skewed in favor of the EPU project in the evem of capinil cost
inceeases. FPL witnoases Sim and Feed and OPC witnesses Jacobs and Smith agreed that
exclicling sunk cosis ix widely secepled in evalurtions of project cost-elfectiveness, However,
witnesses Jacobs wad Smith sisted that the increased capimi costy associmted with the EPU
projeci made it inappropriste for the EPU project. OPC withess Jecobs stated that;

I£ the estimuted total cost is increased at a rate that approximates the expenditures
on the project, the cost to complete will be unchanged while the total project cost
iz rapidly increasing. ‘This masks the' tme picture of whether Uie project ix
oconomically feasible.

QPC wiitess Smith suggested that sunk costs may not be fully recoversble in e
altzmative portfolic. Witness Smith forther proposed an aliemative cconomic analysis, in which
sunk costs wene sdded 1o the EPU resource portiolio in the CPVRR analysis, bul not the aliemste
non-EPU resource portfolio. Thir resulted in a net reduction of the CPVRR benefits by Ihe
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AU nfm!nk costs. Witness Smith asseried thai in some fus! agd environmental scenarios that
tlj_;e EF_U praject shaowed negative cost-cffectivencss, FIPUG egreed, and stated that this form of
aslysis showed 1he EPU projeot represented anel cost I custoniors.

__ Beih FPL _witnesses Reed end Sim maserted that inclusion of sunk costs violaied
traditional economic principles. _FPL wilness-Sim stated that the exclusion of sunk cests should
not be I:med on any condition, incliding poventhal changes in capital coms.  FPL witness Rood
asserted thixt OPC withess Snifth's wrinlysis method was faully, snd thal sunk costy, if incloded,
wnfihnqunl in both resource phans and rezult in & net 2000 impact. We agrec. Sunk costs, by
definition, would exist regardless of the eontinuntion or cancellation of the EPU project. In
adding sunk ensis fo only one side of & CPVRR analysis; witthess Smith engaged inn hindeight
review, Weo note that the Feasibility amalysis is meant 1o determine whether the EPLI projecis
should be ontinoed or canceled. The feasthility nralysis does not address the issuc of whetker
or not & different. path, starting at soms point in the pest, would have resulied in n betier outcome.
Withoul the ability to make changes to the peat, such analysis is not fmitful and does nos provide
s with informetion 10 address our chasge of determining whether the EPU project should be
continued.

FPL wiiniess Reed furlher noted that we. siready decided on the prdence of expenditures
for 2007 and 2008, We note thet the prudence of cxpenditures for 2009 and 2010 is addressed
below,

Both FPL witpesses Reed and Sins emphasized that the long-erm feasibility analysis was
focused on the completion of the EPLI projeet, not its total costs. Botk witmesses referred 1o Rutle
25-6.0423(5)c)S, F.AC., which siatas:

By May | of each year, along with the filings required by thix pacagraph, = utility
ghall submit for Commission review and approval a detailed analysis of the Jong-
erm feasibility of completing the power pluit.

FPL. witness Reed asserled that the long-term feasibility analysis should be used 10
detormine whether to continue or cancel a project, based on forward-looking analysis, FPL
witniess Bim used an snalogy of the choice betwesn remodeling & hame versus selocting 1o
purchase a4 new home. In this analogy, the homeowner is faced with incressed costs mRer
selecting romodel, wd must now zelect between continuing to remodel [t added EXponEe) or
purchest a new home. Wilness Sim suggested thal considering sunk eosts wonld fead o an
improper decision, as the homeowner only has inlluence over 10-go costs (lo either remaded or
purchese a new home). OPC atguod (hal shauld the homeowsner be ficed with sdded expenses
each year, iz so long as those added expenses are Tess thas the cost of the new home, it could
lead to a significemtly higher 1otal cost ie 8w homcowner. This argument also relalas 10 the
discussion of polential increrses in capitl costs, discussed above. We agree with FPL that the
fong-torm feasibility is primarily mesnt Wb analyze the “going forward” costs of the EPU profect,
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As nated above, the economic enalysis of e long-lenm Fessibility of the EPU project
way conducied with a CPVRR analysis, in which two resource portfolios are compared, &
vesource portfolio with the EPU peoject, and an altemate portfolio without nuclear upestes, OPC
end FIPUG raised comcerns that this method of analysis, due to the increased capital costs and
treatmenit of sunk costs previously discuszed, may be insulficiem w provide us with a proper
view of the lohg-ierm feasibility of (he projoct. OPC witnoss Jacobs dexcribed the CPVRR
analysiz performed by FPL as‘ili-suiied, due to uncemairties of capiisl costs al the beginning of
the project. Witness Jacobs firther opined that CPVRR was appropriate only for svalualing
projects with known and stable costs,. Witness Incobs suggested thay CPVRR was approprinte
for projecis such ns the West Connty Energy Center units, which ar naturs] gas-fired combined
aytle unils, ax they have more clearly defined costs than nuclear units.

As an ghiernative, OPC end FIPUG suggested that we roject the CPVRR analysis, and
require FFL 10 fle a breakeven economic snnlysis for the EPU project. A brenkevin analysis
would consiét of ¢ CPVRR analyiis in which the capital cozts for the EPU project are sot 1o zemo.
The resulting difference between resaurce portfolios is then used 1o determine the total cost that
can be spent on the project, wnd expressed in wemy of dotlers per kilowatt installed capacity.
OPC withczs Jacabis noted that this form of analyyix was performed by FPL for it proposed
TP67,

In addition to its usago for detormining whether the long-term feasibility analysia
supports or-opposes the continuation of the project; OPC witness Jacohs supporied the uso of &
breakeven analysis io detzrmine the ameunt of costs 1o be allowed for the EPU project. This
suggestion is discussed in more detail below,

FPL witness Sim agreed with OPC wilness Jacobs (i there was: loss certainty for the
EPU projeet when compared to- & contbined cycle, but winess Sim suggesied that the uncerisinty
was sinificanily Jeas than rew nuclear goneration snd that » CPVRR. anslysis is appropriale.
FPL witness Sim characierized the roquirement of performing a hreakeven analysis as ‘changing
the rules” and desoribod tho EPU project as biing in the fourth quarter.

FPL wimess Reed asveried that & CPVRR analysis and a breakeven analysis uss the same
approach, which is the difference botween two resource plans, and would producs the same
recommendation.  Both FPL witnssses: Reed and Sim noted that a CPYRR analysis was
perfomred in the 2007 Determination of Need, and the NCRC filings for 2008, 2009, and 2010,

OPC argued that the sppropriste methodology for economic analysis is nol fivmited 1o the
method utilized in earlier procoedings, such as the determination of need. FIPUG argocd that we
need not limit ourself 10 the anelysis profered by a utility. FPL winess Desson winted ths
“Commigsion should svail fisolf of the 16als that it ihinks are spproprinste.” We find that we kne
not limited to a.speeific form of economic analysis, breakeven or otherwise,. We may
any form of enalysis we belleve would provide insight imo the long-term feasibility of
campleting the EPU project. 'We have previously addressed this {fssue. with respect to PEF's
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Lovy project. In Order No. PSC-09-0783.FOF-El, we stoled thet an ccomomic analysis is
required and that Rule 25-6.0423, F,A.C., does nof provids a prescriptive list of requivements.

However, we do nol find that a breakeven analysis is nectssary at this time Fer ihe EPU
project. As noled sbove, the EPU project is scheduled 1o have completed or begun afl Tour of the
upcate cutages by the end 6f 2012. We find that the capital cost estimates provided by FPL are
sdequate. A breskewven analysis would not provide additional, dispositive information beyond
that which is provided in the CPYRR to determine the cost-effectiveness of the project.

Hath OFC and FIPUG asserted that & ssparale sconomic cost-cilectivoness analysis
should be dae for the St Lucie and Turkey Point plants. OPC witness Jaoabe suggesied that the
EPU project should be broken up inlo iwa separate analyses due bo (e higher catimated capital
ﬁm_‘ﬂﬁh@d\:&\zkﬁy Foint plant portion of the EPU project, and the Tuckey Point's eardier license
expiration dates,

FPL contended that the EPU project was ponceived as a single project thet encompessed
the capacity of all four units, and that fer consistency, should continue being analyzed ex  single
project. FPL witness Reed characterized bresking up the EPU profect intoe two snalyses &9 «
Fundarnonial change, nnd the it could have a negative impact upon financing.

Further, several FPL witnesses. suggesied that requiring. seperate feasibility analyses by
pliant site weald be difficull, FPL witness Sim noted thal while separate conteacls were acquined
for the piant sites, eontracts were negotiated based on 2n uprate. of &l four nuclenr units, nnd
therefore they could not be vsed to determine costs for o single site withowt sormehow excluding
this benefit. FPL wilness Jones noted thet a ximilar advanings was gained by purchaging
mulliples of cquipment, resulting in cost savings. Witness Joney suggested thal by doing
ruliple units fn pavalled allowed additionat hemefits from sharing resources and the ability 1o
apply lessoms leamed o luler units,

We ngree with FPL that & separte cconomic analysis for each of the EPU project plant is
urmiecessary, and would be difficult © calculale, While & mathematical wverage of the benefils
derivod from leasons fesrned and equipment bulk orders can be developed, it is nat known if
these would have materialized if anly onz plani was upgraded. Thercfore, completing separate
analyzes would incarrectly atiribute 1o the individual plants the bencefits gained from perfotming
uprates at both plents sfmiskanecusly.

B.Congjugion

Therefore, we spprove whal FPL has submitied for its 2010 and 201 | long-term
feasibility analyses of completing the EPU pruject, as sutisfictory for complience with Rule 25-

" oz Order No, PSC-D8-0783-FOF-RY, lssued November {9, 2009, in Ducket No. 09060584, |n.ro: Nugher Cosl
Becovery Cleuve, psge 32.
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60423, F.A.C. The EPU project iy projected to save an estimated $155 million to $1.508 miflion
aver the life of the generating units.

This issuc wddresses project managoment, contracting. acrounting and oversight controis
employed by FPL during 2000 end 2010 for the EPU project. Conterns reganding FPL's 2009
chenges 1o the EFLI management team and 2010 work stoppage costs were raised by sudit staff,
Additionally, pussiamt to our decision a1 the beginning of the hearing, this issuc olso addresses
cancerns raised by OPC and supporied by FIPUG and SACE regarding the prudence of FPL's
fanst track spproach and the need for » breakeven anetysis 1o determine the spproprinte amount of
EPU imvesiment that should be. dlfowed in rate base for rate making purposes. No additional
FPL EPU project management concerns or deficiencies were identified by the parties or the andht
stall witnesses.

FPL witncss Jones presented » summary of FPL's 2009-2010 EPU project managemem
and related controls, The EPU project i3 being implemented in four overlapping phases:
Enginsering Analysis, Leng Lead Equipmen! Procurement, Engineering Design Modification,
and Implementation.

The Engineering Analysis Phase provides supporting anafyses for the. NRC License
Amondment Request (LAR) filings, incivding the development and submittal of e LARs,
identification and confirmuifon of mejor modifications, and refinement of the concepiusl scope.
The Lang Lead Equipment Procurement Phase involves developrent of purchase specifications,
vender ovaluation amd review, selection of contractors, and refinement of the cost-of long fead
equipment. The detailed modification packages are prepeved diving the Bnginceting Design
Modification Phase. These sctivities provide the busis for further detaifsd cost and: schedule
¢stimales during the Implementation Phase, During Ihe Implemeniation Phase, the design
prackages are sonweried into detniled work orders for actual construction through verification of
construcinbility and scheduling. The Implementation Phase also includes executian of the
physical work, testing, and transition to normal operations.

Throughout 2009, FPL wis in the Enginecring Analysis Phase, approximately midway
through the Long Lead Procurcment phase; and in the carly stages of the Engincering Design
Modification and implemenisfion phiséi. FPL witness Jones naserfed that, in 2009, the praject
scope was nol Tully defined and definitive cost estimates. were mot completed md wore not
expecied o be completed, During 2010, FPL was nearing complction of the Enginsering
Anslysis Phinge and progressing it the othor phases, Wilness Jones paseried thal FPL's 2010
non-binding cost estimates’ reflected the uncertainties of the early stage of the project. FPL
quantified the mesociated project risks based on known Information.

Witness Jones mssericd that FPL had robust project planning, management, and sxecution
processes in place. He forther teslified that FFL's personnel were experienced and FPL uzed
gwidelines and insiructions 1o assist project persorsiel in shedr respective duties,
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FPL retained Concentrie 1o eviluate FPL's 2009 system of internal controls used for the
EPU project. Concentriz's review was presented by FPL wilness Resd. The review sddressed
FPL'3 estimating and budgeting processes, project schedule development and mansgement,
contric! mansgement and adwinistration, and inlemal and extormal oversipht mechanisms.
Concentric’s work was additive to its prior 2008 and 2009 work. Concentrie reviewed FPL's
policies, procedures and insiructions with emphasis on vovisions simce the prior review.
Concentric’s review included organizational struciure, key project milestanes, other documents,
and in=person interviows, o verify thet EPU pmject policies, procedures and instructions were
koown and implemented by the project 1eams, PPL witnesy Resd prosented various cheervations
end recommendstions dirceted at improving FPL's processes. He concluded ihat FTT, met major
2009 milestones, inoluding reorganizing project mansgement, changing management personnel,
planning outages, executing a pround water moniloring agreement, end progressing on LARs.
Other 2009 changes 1o e EPU project management were lo decentratize: minngement, appoint
Mr. Terry Jones a8 Vice Prasident of Muchr Power Uprates, sliminate the position of Direclor
of EPU projecls, creste the position of Implemenation Owner - South, and change the roporting
siructure &f Project Canirols to the direclor level. Winess Recd sinted that since July 2009,
nesrty all of Concentric™s recommendsaiions had been xidrossed.  Witnezs Reed seseried that
FPL's decision to continue mmwing the EPU project in 2009 was prudent end FPL's 2009
expenditures were prudently incammed.

Concentric was also retsined to perform an investigation pursusnt lo an smployee
concern. Cencenlric's investigation report, deted June 2010, cpined thar in 2000, FPL
undarestimmicd the risk and costs essociated with the fast track project, FPL had not aysessad the
capacity of the organization end costs, and ewrly wamning of cosl overruns and undefined scape
depletion were not deall with in o timely menner, Eowever, FPL wilnoss Recd notsd that these
were lessons learned that FPL discovered as of July 2009, and not concluriony thet he generated.
He supporied FPL's self-critical organization, Based om his review, he did not-believe FPL's
lessone leamed were ovidence of imprnudence, Winess Reed opined that FPL wes am
organization that seeks ta learn and impeove its processes,

FPL retained witness Deryickson, president of WPD Assaciaies, (o opine on the pridence
of FPL's 2010 EPU project management. WPL Associates is a conslting company specializing
in project munagerment, Witness Derrickson reviewed EPL project instraction procedires that
he considartd most impoctint to project managemens, as weil 43, dosuments required by FPL's
procedures, irsining records, stimates, schedules, presenintions to the FPL execulive steoring
commities, and Bachiel molric reports.  He also reviewed resurmcs of senior management
perserme! and interviewed nine senlor management personiel.

Witness Devickson defined prudence as scting remsanably based upon informstion
available at the lime decistons were made and actions 1aken. He encmerated 12 “ingredients” e
believed reflected industry-ziandard projoct menagemont principles and indicated that & project
was being prodently mnd rossonsbly pianaged. He found FPL emploved 11 of the 12
“ingredienis™ (1) managerment commitment, (2) financis} resources, (3) realistic and fim
sehodules, {4) clexr decision-malking authority, (5) flexible projoet control taols, {6) Insmwork-
individua! commitment, (7) engintering ehesd of construction, (8} early star-wp, (%)
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organizational fexibility, {10) ongoing project crifique, and (117 owner leadership. The one
“ingredient™ FPL did not use was the establishment of & \emporary office near the NRC's offices
to facilitaie NRC/FPL dislog, He believid thiy “ingredient™ was not applicable o the EPU
prajeet angd would not have the same benefits ag it would heve had in 1981 dus to the Internet
end current abilitics 1o electronically tmnsiir files.

FPL. retained witness: Dinz with the ND2 Group; & consulting frm, to review FPL s 2010
SL Luclz Unit | EPU LAR sctivities including FPL's withdrmwal and subsequent respplication
of it LAR. He noved that the NRC technical reviewrrs had wnexpectad questions exploring
suppan information that wes beyond the vriginsl design basis for the plant. FPL had no reason,
based on prior NRC staff guidance or reviews, to anticipate that annlyses on these topics would
be requested. He opined thel the noed 1o withdesw sid resubmit a2 LAR was driven by ovalving
NRC expectations and was riot evidence of imprudence,

Audit staff witnegses Fishes sind Rich also reviewed FPL's project management sontrols.
Their emuna! reviews addressid both the TPS7 end EPU projects. The andit staff wilnesses noted
that diring 2009, FPL's senior mansgemcni . . . made the decision to replace the EPU
Managemeni cam.™ They epined that:

Senior mankgement sppears to have believed the munagement tenm could not
provide the necessary control ef ERC coniractor setimetes and that more
nggressive actions were required. FPSC awdit siafls opinion is thai this change
way made in pant due to performance lsswes. Though FPL dissgress, an
investigation report by Concentric Encrgy Advisors, Inc. (Conceniric) appenrs to
confirm FPSC audh staffs opinion.

As part of FPL's efforts ta idemify potential afficiencies and impeovements in
project work scope and schedule, 8 mid-course review wits complited, resulting in
significant scope revision snd inceeased project soope changes.  An outape
optimizetion cendueted in mid-2009 eligned oolage and Jicensing schedules,
eliminating overlapping activities, and pescheduling much of the aprate work 1o
longer outages later in the project.

Based on the evens and dovelopments described above, FPSC mudit staff
concludes thas EFU mansgement was replaced in pan due to performance {snues,
Therefore, FPSC sudit sisfl vecontvends the Commission closely examine
associetcd project costs in a fultume preceeding,

On tross-examination regarding the replacement of the EPU management team, audit
staff withesses Fisher and Rich-clarified that their 2009 report oxpressad 5 belief that al least two
of the vice presidents were replaced due to Indications that FPL senfor management was ™. . . not
tonally happy . . " with the leve] of guestioning and push back on the engincering, procurement
and construction vemdor.  Audit sinff’ performed a followeup review and Tound no direct or
compelling evidence of ynmecessary wark or rework, overpayments, or overcharging by vendors
tue to any mizmanagement on the part of the former EPU manzgement leam, The sudit staff
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wiinesses further clarified that FPL senior executives were queded on the changeover process
ard they alpo reviewed personne! records for both the incoming and cutgoing personned
fnvolved. They opined that there was no evidenee that changing of vice presidents on the EPLY
team by senior FPL execulives was due 10 disserisfaction with the previous management of the
EPU projecl. The changeaver appesred 1o be a malter of normel progression and tramsition
within the company to get the right people in the right jobs at the right time,

Audit staff witnoses Fisher and Rich’s roport on FFL's 2010 EPU projezt mansgeoent
mnd refated conlrols inchided m discussion of additions] metlers such as, the potential, bui
vnknown ipact, on project costs and schedule doe to work stoppages and NRC's response 1o
Jopan’s Fukushims event. They expressed the following concerns regurding impacis on project
costs and schedule:

Stall is concerned that sddilional delay: during the longer snd more
complex oulnges remakning in 2011 and 2012, or increased scope from LAR
licensing, may extend project completion further, inlo late 2013 or bayand. The
schedule could also be extended If the NRC fails to approve any of the LARs
within the timeframe currenily amicipated,

During 201% and early in 2011, FPL cxporicrced several wark sloppages
end siand down cventa that created project delays and incressed costs,  Stall
believes ihal the Siemens S1. Lucie 2 wark stoppage represents an aveidable event
with significam cost impacl. FPL claime that the costs are charged back io the
résponsible contractor to the extent permitied under the coniract, et under current
rules may submit thoso not recovered by warrinty, liability insurance, or legal
remedy through the NCRC recovery process, Saff believes thal costs not
recaptured by contracwal remedies, §f submitted for recovery, including the
[redacted] in the current FPL request, should be olascly examined for suitabilily
under the elaugs,

FPL witness Dericksons rebutied audit stall's work sioppage lestimony.  He reviewed
cach work stoppage and believed FPL had the appropriste contractors to do the necessary work
and thet FPL had provided sdoquate training and oversighl. Witness Demricksor opined that FPL
menagemet perfarmed well by stopping work 1o protect humen life or plant cquipment and
detrmine the root camse of the problem. He asseried that thorough analyses were done
identifying root-cause problems and produced action plans lo remedy each situation as well s
prevent future occurrenoes, He adsorood work stoppages were nol only appropriste, bul necesasry
to ensure safety and resmphiasize roining, and not oot of ihe ordinary. He belisved FPL asted
prudenily in each af the work sioppages,

With respect 1o 2 work sioppege involving Siemens, FPL witness Jones expiained that a
portion of the risk was on Siemnens,-and & portion on FPL. He apined thet there were imits of
linbility on all these contracty end major contzaet vendors because FPL could not passibly accept
the 112l risk of lost gencralion or generation replacement as it would put them out of business.
He muintained that the portion ther FPL was able hold Stemens lable for, Siemens is abligited
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1o pay,.ond the batance is part of project risk and project expense, and therefore viewed by FPL
s recoverable. FPL is curvenily negotisding with Siemens over the cleim.

We find that the recoverability of the work stoppage related costs concern raised by our
audit saff wimesses hinges on wheihier FPL was prudont in trailing snd oversight prior 1o work
stoppsges and iis esponse to the fecls sunounding the work stoppage. We oote thet our sudit
stufT's testimony identifies no enror or defiviency in FPL's procedurcs, policies, or other
managetient related cantrals. As noted above, wimess Derricksan attested 1o reviewing FPL's
response to each work stoppage and he found no evidence of imprudence. Neverthieless, we find
that ongoing monitoring of FPL*s efforw to recover ell work stoppage coxis ressonably possible
from thind pacties and insurance policies is spproprinte,

3. FPL "¢ 2009-2010 EPU Accourting and Relaied Contrel

FPL's EPLI sccounting and velaied controls were generally described by FPL wiltess
Fowers. Wilness Powers asseried that FPL's controls were documented, pssessed end andited
and tested en a going forward besis by both FPL's intemal and externst auditors.  Witness
Powers stated that the 2009 and 2010 conts and comrols will have been audited prior (o the stant
af the hearing. Wimess Powers asserted these audits will continue to provide assurance that the
internal conirols surrounding trimsactions and processés sre well psiablighed, maimained, and
communicated 1o emplovees, in order 1o provide addilional rssurance thal the financial snd
operating information generated within FPL iz accurate and reliabls,

DOPC, supported by FIPUG and SACE, argied FPL way imprudent in 1t decision 10 “fast
track” the EPL project.  SACE pravided no posi-hearing disoussion. FIFUG provided no post-
hoaring discussion addressing Hs position that *. . . mmny standardized procedures. thwt would
hawe contained costs were omitied.”

We nolz thal OPC witness Iscobs used the reme “fast track™ to destiibe FPL's EPU
projest wanagement gpproach, Varioos FPL wilnesses instend used the term “expedited.” We
netz it both OPC and FPL witnesses mferenced FPL's EPU msnagement approach thel targets
Z012-2013 imeservice dates arsocisted with the 2007 need determination, Consegoently, the use
of different terms reflect a difference withowt » distinction for purposes of resolving this issue,
because megardless of the terminology used, ali partier refer 1o the same EPU project
mapagement actions diveciod to achieve n 2012-2013 target in-service date. Thus, tse of the
term *Tast rack™ throughoot this analysis is a matter of editorinl convenience,

FPL's witrossos asseried that FFL'$ longstanding approsch to the EPU project is rot new
informaiion or & disclosare of information pot previously presented to us. Consequently, OPC
witness Jacobs® quesiioning of FPL's [ast track EPL! mansgemeni was viewed by FPL as a
challenge to all pest decisions and actions thet lead to (he currew Status of the EPU project. FPL
rebutial witness Deason provided a histarical overview, In 2004, we raised lack of fuel diversity
cancerns. FPL Rled & feasibility study in 2005 on coal-fired altermntives. In 2006, we stated ihat
utilities should not assome the sutomatie spproval of natursl gas-fired plants. In 2007, FPI.
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proposed the coal-fired Flotids Glades Power Park project (Glades), with 2013 and 2014 in.
service dates.'® We did not spprove the need,”® Witnese Desson opined that FPL was then left
willi'2 need for capacity that reliably and cost effectively provided greater fuel divorsity and
minimized greenhouse gas emissions. FPL proposed the EPU project to meet those nzeds.
There were no intervenors. We determined thal there was & need for the EPU project.”” Witness
Derzon noted thal:

FPL"s decision o pursue the EPU project on an expedited basis way clearly
disclosed in the need devermination proceeding. The anticipated in-service dates
of the uprales were part of FPL's filing and 1he cost-effeciiveness caloulaions
were consistenl with the aggreasive time frames. FPL'y petition referred fo the
sagressive-schedule of the upeates and FPL's Witness uzed ternis such as “eariicst
feasible point in time™ and “expedited basis™ in referring to the EPU project's
constroction time frame and the ensuing benefiis being achisved for customers. I
there were concems that the decision 0 expedite the process was an imprudent
one, the issue should have been raised a1 that time and it was not.

Wiiness Deason asseried thal we-alrendy determisied FPL'"s approach was appropeiaie. We agree.
To dute, we have issued five orders addressing various aspects of the EPU préject, mnging from
the initlal need determination in 2007, a 2088 NCRC order, & 2009 NCRC order, and two hase
réle incresse orders sddressing plant components thal wenl into commetcial service, '

" Order No. PSC-07-0537-POF-EI, tasmed July 7, 2007, Doct
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Nonethtless, OPC witness Jacobs ssseried that FPL failed to perdform o breakeven
walygis, did not hive & good bandle on the uliimale costs, and was slow to recognize andl take
into account early indications that iis initial cstimates were inadequate. He believed these
deficiencics constitute imprudence. He generatly ascribed the impnylence to FPL employing a
fast track approach.

In suppor of his views, witness Jacobs stared that the EPU project is sill in the carly
#teges. He pointed out that FPL has spent only $700 miltion of en catimated $2.48 billion 1ol
In his opinion, “FPL hes to sperwd almost $2 billion (sccording 1o their sofl numbers) over the
next (8 months of works thal is, as of today's date, unplasmed and wpriced™ He further
asserted “[bjesed on what they know now, the almost $2 billion can only be an uneducaied
Buess.™ He explsined how, in general, fast tesck may resull In difforences from a traditionst
approach, He conterids that *. . . vntil the final design iz complete the true seope of the project is
net known and final cost is impossible to estimnte with any degree of accuracy.” He further
axsarted that since the seope §s amknown, an engineering end construction contrector wil) only
provide & bid on & “time and materinls® basis. He noted thet FPL's pace of completing design
engineering drewings bns been * . , . Fur slower then 1het which would be needed to SUpmot
FPL's implememtation schedale.” He expressed concem thal FPL may undenake constriction at
risk in mivance of the completion of design werk, which he. believed implied risks to coats,
schodule, and NRC review. He concluded “, . . that the decision 1o fast track these projects and
purste them withoul performing & breakeven analveis was an imprudent deeizion on the part of
FPL management.” He also expects significant incresses in project cost and mars project delays
in the coming two years.

FPL wiiness Jones provided vebuttal in response 1o the above criticiams of the sistus of
the EFL! project. Regarding time and materinl-based contrecting, witness Jones notsd 1hst #t
provided FPL the greatost control of vendor cost and work scape. As the LAR engincering and
design enginecring peogressed, the work scope bocame better defined. FPL ihen negotiated &
targat price with the EPC vendor for St. Lucie. FPL plany to do the same for ke Turkey Point
EPC contracl,

FPL witness Derrickson opined thal procoeding with the fast track option does nat forego
the price assuwance dspects of B contract based upen full specificaiions. He gave the example
that if & bigger moisture separwor reheater was desived then a vendor would lock itself into a
prico-certain contsast for the work. He also opined that it is not uncommon on nucless projects
to be required To order material before the project oven starts. Hie asserted thint it is done sl the
time. If a shortened schedule is desired. then the risk must be taken and the equipment ondered
before the jobs starts, He clarified that the risk & with respect 1o not proceading with the project.

Regarding the pace of completing engineering, FPL witness Jones noted tha engineering
had nol progressed we criginally planned beesusy more ongincering had been needed.  Fe
asserted that FPL will adjust its EPLT project schedule and outage schedules from iime to Hme as
cireumstances warraml. Witness Jones noted that FPL is currently on track for the -successhial
completion. of this project, and bascd on all the information known toduy, cusiomers were
already benefitling and were expested o bencfit subsientially tn the future from ihe EPU project.
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In response to DPC witmess Jacob®s view that FPL"s cstimate of the ultimate EPL project
tof is an uneducated guess, FPL wilngss Jonex countersd:

FPL's current non-binding cost estimede is move defined now than it has been in
Previons yoars. Tlﬁsdeﬁrﬁunnmﬁmnlhummﬂ:ﬁmnf!h:m
engineering, the completion of sbowt 70% of the desipn enpinecring, and the
information leamed from the early stages of implementation. FPL’s non-binding
cosl estiimate is therefore highly informed. It refieols thoee years of project
experience e advancereemt, as well ss the input from sn independent projee
cstimeting expert, Highbridge Associntes (as described in my March 1, 2011
testimony addressing (he EPU project in 2010, p. 27), and a new target price
conirsel with one of FPL's primary vendors (as described in my May 2, 2011
testimony, p. 7). Nonctheless, the non-binding cost estimaie =1ill accounts for the
Fact that mome design engineering needs 1o be accomplished.

FPL winess Jones nowed that the year-to-year trends in the increases in the non-binding: enst
estimntes have trended in the right direction, from 28 percent down to 8 percenl.  Rogerding
nzcessary-suppest to compleis EPLY work duzing plant sutages, he nated that the plant change
madification packages required for support af St. Lucic Linit 1"s Fall 2001 EPU sanage were 50
percend complete or greater. He was confident that the required suppon will be. completed for
the EPL outages. FPL witness Sim opined (hat by a year from today, 2 of the nuclear upeate
projects will be completed, approximately 3 or 4 months Iater in 2012 the third, and in March
2013 the fourth will be completed.

When OPC withess Jacobs was. asked if be found any evidence of imprudent actions
taken by FPL in 2009 and 2010, he replied;

No, No, | didn't. They were, thoy were committed (o o fast irack npproach, The
results of thet commitment wene the costs were increasing and the scope of the
project was incréasing bayond what they had originally estimated it 1o be. But by
the 2009/2010 time frame they were commiited to that approach, and | believe
they were addressing those jssucs prudenily ul that point in time,

OPC witness Jacobs later reaffirmed this assesasmem dueing subsequent guestioning, 'We note
lhntwimmhmbﬁdiﬂmﬂenﬁ&myuﬂhezmmiﬂcmimmh:nmmmuﬁm
mzknmmchuummuhhnrwwhnphmmﬂwEPankﬂ Hnd sthere been
evidencs thal the costs were unnagessary of ol neoded to pursie the project, then those costs
should nok be recovered.

Ln its brief, FIPUG srgucd that FPL edmitied Iket it undercstimated the risks nnd costs for
fut (recking and referenced Concentric™s invesﬁgnmru teparl.  Howsver, ns we noted, FPL
witness Reed, who. sponsored the Concsntric investigation report, did not believe FPL's selfe
critical yeview was & demonstration that improdence had sccurred.
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In its brief, OPC argued FPL's impradonce manifested itsolf iy the form of & 700 million
increase i the project estimaie. During his deposition, OPC witneas Jacobs explnined thut his
concem with FFL's fast track approach is not that FPL may incur higher EPU project cdets, but
that FPL continues to pursue the EFU project that he believes is not economically leasible.

Q. Okay. So your concern with the fast-track is that FPL may be incurring
higher casistruction costs rather than if FPL had not proceeded with the fest-
track of the uprate project?

A. Well, vot exactly. Wt's more thal n deciding on the fast-track they were
essentially commitied 1o the project with very litle to no design engineering
completed snd really not & good understanding or osiimate of the final cost of
the projects, or what the finml cost needed to be. And yel they commiited 1o 8
multi-billion dollar project with really no understamding what tse costs would
E;Etuh:urmmmﬂsmdadmb:fmﬂwpmjmmhemmiédb

ible,

So if thoy tiad used & more traditional appronch where they compieted the
design engincering whishs would then allow them a much better idea of the
tolel Scope of the project mnd likely be sble 1o get firmer bids Trom
comractors, because the scope would be more well-defined, that would have
gllowed them lo do m bettzr — make & miore informed decision about wheiher
to. go forwand with the project.

Q. $o if FPL had not proceeded with the fust-track, Doctor Jacobs, would you
:l;;:liu be advocating a break-gven analysis that compares wuclear to noc-nuciear

pritins?

A. Yes, Let me clarify thet, | would say initinliy » break-oven analysis wauld
huve been more appropriate. As the design became finslized and the fnnl cost
became cerinin, then at that point perhaps they could have used the CPVRR
type anafysis;

Q. Would you sgvee, Doclor Jacobs, that one way to assess the cffects of the fasi-
ireck- project managament decigion 15 10 compare e nonfasi-track to the fasl-
treck option for the xame technology choice?

A, No; becsust my conwern i it if they hud used o wraditions) management
approsch and determined early on what the scope and the cost of the project
waulil have been, i might have led theim to concluds that this project was nol
Feasible ut wn carly point in time where 1 lot of money had not been tpent. 1
Mﬂwwqﬂmmmmwmmmhﬂ:

Wa find that the above testimony suggests-that witness Jacob views the cost increases relative to
the original project estimate would have likely ocourred even without a fiit rack approach. In
its brief, FP'L argued thal there is no basis for OPC witness Jacohs® claim thet project costs wers
higher due to FPL's EPL approach, 'We agree,



ORDER NO. PSC-11-0547-FOF-EI
DOCKET NO. 110009-E1
PAGE 50

Dhwring oral srgument regarding FPL's request to strike testimony sponsored by OPC,
OPC counsel argued thal it wes asking this Commizsion * . | . 10 peuge the prudence of FPL
bosed an what was the information that it had at the Hme it mide the decision to fast rack ™ We
nale-that the information OPC wilness Jacohs relied on was FPL's filings in this docket and
FPL's responses to dlscovery. Mis understanding was thet FPL originally contzmplated
procoeding using & traditionsl approach, The evidence his filed testimeny identified was s
deposition teanscript of Mr. Rundalkar, n retired FPL employee. The deposition transeript of Mr.
Kundalkar shows discussion regarding the timing of FPL"s faxt treck decision accumred twice.

Q. I think we will gét to that. There's another colemn called: Scope not
eattmiated, What doces that lorm mean?

A. Mr. McGlothlin, this was a fast-track projecl, s0 when we onderiook this
prajecl, we were doing n number of these functions in pamilel. And normaliy
when we ex#euls Lhese large complex projects, we do initial scoping study,
then do detailed engiieering malysis, and then we do detailed enpincering
design. And once those drawings ere evailable, then we do comstruction
planuzing, ten do construction estimate, and at thet ime establish contingency
for the implemenistion of thay job and ther: implement.

That pracess, in the Snitia) plaming stage, would have:teken us many years
past the year in which thers was seed for elocaricity for Florida's customers.
Originally, this project was going to be completed much Iuter. So when we - -
so when we extablished there was a need for electricity of 2 ceriain magnitude
in 2012 anud we wire asked if wo wiore Lo do this &5 & fast-track project, can we
implemeni that, #nd in doing se what are the uriknowns?

And one of the unkivwny, or one of the tkings, risk factors we need to
necount for is identify wnd allocate that thare may be certnin scope activities
not identified es part of the scoping study and they eauld be discouraged. So
flocate appropriate amount af money for scope nol identified, witich vill be
identificd as pant of the detailed analysis, part of the detailed design. Thai's
part of discovery.

Therefore, & large pereeniage of amount wes: placed in that bucket, which
is hare described-as scope not cstimated. As | recul} it mey kave been in the
range of foriy-five or fifty percent, roughly lks that. So, that's what thit

Q. 1will zy. Inen earlier answer you said: We were asked wbout the fast-irsek
possibility aller FPL had originally planned to construet ihe uprates in the
mare typical [shion and hive fi placed in service ot n much ister date; When
you say: We were asked sbout the fast-rack, who would have been posing
that question to you?

A W wonild be senior gxecutive menagement, and as. 1 recall it was a - - aboul the
time when the Glades conl-fired plant was not approved for construction or
implemenintion by PSE [sic], so it may have been earlicr part of 2007,
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However, FPL witness Stall rebutied that OPC witiess Jacobs misrend the deposition
passage. FPL witess Stall way Chief Muclear Officer at the me of FPL'y EPU project necd
determination. FFL had proviows preliminary enginecring information regrding he feasibility
of uprating the nuclear units but had not made plans to execute the projecl That occurred when
we denied FPL's petition for the Glades projest. 11 wes then that FPL scnior management
decided to pursue the EPU project sa'quickly as reasonably possible. He further assered (hat
there was never any plan to pursne the EPU project in a sequertial manner. FPL witness Stall
moted that he had also béen deposed on this samie meiter o June |, 204,

We note that the deposition transcipt thal OPC witness Jacobs rolicd on to assert FPL
originally contamplated a iditionsl approach is similer (o the vebuital festimony of wittess Stall
in that the timing of FPL's fast-tracX decision wis in response b an identifisd 2012 need and
afier wo denied the Olades project. Witness Jucobs' exhibit alsg clensly stated that the ERU
project was undertaken as a fast track peoject. Consequenily, we do not find any inconsl
between the informalion OPC witness Jacob's netied on in exhibit snd the festimony of FPL
witness. Siall.

We have reviewed the testimony of withess Jacobs for additions analysis addressing the
reasonnienesy of o tradiliona! appronch In meeting the 2012 need mnd fouwwd none. Therefore,
OPC witness Jacobs simply asseried 1hat implomentation of a tadiitonal spprosch wonld have
resulted in a different cutcame. We note that FPL does not dispute the consequence of the given
premise. FPL witness Jones asserted that if FPL had chosen to sequentially implement the EFU
project, the project wonld have taken eleven and o half years, or six yews longer. He also
belicves that the total projeet costs would have been significanlly grester, The cethnited fuel
savings would have bean ot fonst 5340 milfion loss,

In light of the above, we find thet the question arises whether s traditional spprosch was a
rensonable option for the EPU project 1o achieva the targot 2012-2013 in-service dates. As noted
above, the projest would heve taken Ionger and resulied in less fue] savings, Witness Olivers
tatod:

To be véry clear, nbaent the assurances requesied by FPL and provided by the
Commission in its EFU project need detesmingtion order that the muclear cost
recovery regulstory fronework would be applied to the EPU project, FPL would
nol have underisken the EPU projee! an an expediled hasin and would have
curatructed nattral grs fired gonestion.

Therefore, based on the record evidence, we ams hesilant to place any weight on ibe
agsumplion thal & traditional approach was o rensonable option when considering nfi refevant
facts and circumsionces surrounding FPL's docision, becnuse there is no dispute thit o traditions]
eppronch to the EPU project would not have met the farget 2012-2013 need requirements and
would have resulted in less customer fuel sevings, We find that the record demonstrates that
FPL's decision to implement the EPU project using a fast track spproach wae dependent on the
outcome of its EPL need petition.
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We nete that FPL's EPU need petition filing requircments are described in Section
403.519(4), F.5. The statuie requires the petition 1p canlain & nonbinding estimie:

A description of and # nonbinding estimate of ihe cosl of the nuclear or inlegrated
gasification combined cycle power plani, including any costs associnted with new,
expanded, or relocsted electrical minsmission lines or facilitics of any size that
Bre necessary to serve the nuclenr power pland.

(403, 519{4)(u)3.. F.5.}

OPC argues . . . thal far more informatian is available now s compamd (o the time of
the 2007 nesd docket.™ We sgree. We find that the new informetion exists becsise of the
following FPL actions. In 2009, FPL undenoak a mid-eourse mview fo reassess the scope,
schedule, nnd eoxix for the EPU project. The mid-course review resulted in significant revision
and increased project scope. In August 2009, FPL undertook an outage optimization review.
FPL also initiated a thisd-party assessment and independont budger estimate for uprate activilies
at Torkey Point Lnit 3 to validate necessary work scape, madificstions, implementation strategy.
and range of coste, FPL déveloped an updated non-binding cost forecast range for the EPU
project refiecting increased scope. The updated cost range is $2,323,713,700 to $2,479,030,970
including transmizsion costs and camrying costs. As previausly noted, OPC witness Jucobe did
not find evidence of imprudence concerning FPL's 2009 and 2010 activitles.

OPC argued thal recent incresses in cstimates of capital costs. were changed
cicumstanoes and justify wimess Jacobs' mecommondation that break even amalyzis® was
required.  'We nole ihat lo the oxient new information changed circumstgnoes, then thet
information is considered in the review of the feayibility of completing the project. There is no
record evidence demonsinsting FPL could have or should have known of these increases prior to
the rovicws il performed during 2009-2010.  Thus, we find that tie appearance of the new
information, ahsent hindsight review, does nol demonstrate impradence rogarding FPL's fasl
ek decigion.

As proviously noled, OPC's position is supported by SACE and FIPUG, SACE provided
no post-hoering discussion. FIPUG argucd that FPL failed to provide a breakoven analysis and
fadled 10 include sunk costs in its ovaluation of the cost-clfectiventsy of e EPU project.

OFPC argued that *[JJust as one canmot reconstruct the costs thal FPL would have incurred
had # nol el tracked the EPU, onc cannot review the prudence of individue! costs or lasks in
isolation of e oversll approgch 1o the assassment of the Inpact of FPL's deision to fast ek,
Themiore, OPC argues, il is desitible wo develop the best possible proxy for that nformation.
OPC wrgued that we should diree? FPL to caloulate the musimum aomount thet it can invest in the
EPU project and remain cosi-effective ising & breakeven caleulation.
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Wre disagroc becanse, as discumied abeve. the EPU project would not have been
underiaken but for FPL's fast track approach because of the tergel 2012-2013 in-service dates
and fucl savings. Consequently, rssuming that FPL was imprudent to fast track the GPLU project,
then, comsistent with the lestimony of wilmesses Jacobs, Jones, Sim, Stall, Derrickson, and
Olivera, the EPU project would not be » reasonable or pradent projeet in ite entinty. The only
visble alternative would be the consiruction of a natural gas combined tycle faciliy. A betier
proxy of FPL's costs under the non-fast irack scenario may be those FPL has fucomed for »
recent ¢ombined cycle project.  Neverheless, as discorsed more fully below, OPC's witnesses
maintained thai we should axsexs how much FPL should be auihorized ta spend on the project.

DOPC witnesses Jacobe and Smith seek n beckstop that would Hmit FPL's sbilliy e
recorver all costy associnted with the EPLT project. OPC witnesses’ proposed use of 5 breskeven
anafysis, similar to FPL's TPSY project Teasibility broskeven analysis with inclusion of all dollers
spent beginning in 2009. OPC witnexs Smith expluined that he first selected one of FPL's
curment resource expension plan comparisons - FPL's medium fusl snd medium environmentsl
anafysis. He then subtracted the amounts previously spent an the project. He asseried that
the purpose {x “[i}o gauge whether customers are recéiving a net benefil or net cost from an
overall perspective .. . " He saserted that If the result is positive, then the EPL project is cost-
effective. He opined that the rexultant breakeven amount should be the maximum EPU project
amount allowed to b included in mais hass, He concluded *. . . thal the Commission should
adopi a method of viewing the project that will enable It 1o identify and disallow costs that
exceed the maximum amoum that would be cost-effective for customers.” Witness Smith
believed “[tThis would protect FPL's rate payers from costs (associaied with the pian tha FPL
has identified sz its loast post choles) that exceed those sssociated with what i has identified as
its second best choica.”

OPC wilness Jacobs also suppotied use of » breskeven analysis:

» - - Ihe main berelil of that is it provides a specific number that you con eisily
relste 1o the project costs. In the CPYRR analysis, it provides a renge of xavings
compered 10 the alt=maive generstion portfolio, bul i°s not easy o relote that
number (o the gvojeel cost. 17 you have a bresk-even type analysis, you can may
that abnve this.specific sumber ihe project is no Jonger econente, 3o it makes il
easy to delerming whether or not the project is cconomic, especially on & projext
where the cox and the price conthes o escalste. It ki of gives you e line in
the sand, und you can say, well, it we go above that number, it is no longer
Economic.

We note that OPC witness Jacobs' prefiled tesiiwiony presented, smong other things, &
recommendation that FPL perform a breakeven analysix every year and the nnaual vetab)
smount be: trued-up based on the then most reoent breakeven analysis. His breakeven testimony
gave rise to rebuttal lestimony filed July 25, 2011, by FPL wilnesses Derrickson, Olivers,
Deason, Reed, Jones, Stall, and Sim. Subsequent to FPL fiing its rebultal testimony, during a
deposition on August-2, 2011, OPC witiess Jacobs revised hix recommendation Io requirs enly
ont breakeven analysis, which would be performed when the EPU project is completed. Hg
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sppeared to support his deposition testimony during hix summary of his prefiled testimony by
mefetring to the fimal breskeven anslysis, Consequently, our anniysis does not nddress FFL's
witnesses' rebuital lestimony regarding true-up aspects nssocimad with OPC witness Jacobs*
original recommendation thal he no longer supported during live 1estimeny.

OPC argued thal assessing the impact of the decision to fusi track can only be determined
by compuaring actual costs 10 lhe coxts thar would have been incurred bad FPL not fast iracked.
Accordingly, & proxy calculalion ix needed. As previously noted, the proposed proxy OPC's
wities$es selecied was FPL's medivm foel and medium environmental analysis. FPL witness
Sim acseried thal the selection of & single scensrio and group of sssumptions has the appssmnce
of s arbitrary stendard. We believe that & projoct feasibility analysis should consider varicus
factors, including long-term fuel and anvironmentsl forecasts. Included in 1hese snalyses are &
myrind of assumptians, Tew of which are 100 percent ceriain, As sddressed above, we have
considered 1he unceriainty of the long-term future in our review ol the fessibility of completing
projeet.” This has been socomplished by reviewing s renge of possible future scenevios. FPL
witness Deason stated thet the breakeven analysis was oever intended to be & tool 1o deny the:
recoverability of otherwise prudently incursed costs. Consequently, OPC whness Jacobs' desire
to have a “jinc in the sand™ uxing & single long-term expanxion plin breakeven catimute may not
be an eppropriate se of & long-lerm generation exprausion ploming tool,

FPL wilrwess Reed did not support OPC witness Jacol's recommendation because be
msserted it puls FPL in the position where recovery of EPU project costs ate nol determined by
FPL's sctions, but rather by factors that ere owtside of its comtral, He provided the Tollowing
example:

IF the forscasied price of natural gas (or eny other forecasted input st may affiect
the resource plan that excludez the EPU Priject 1o a grester exient than the
resoirce plan thet includes the EPU Pmject) drops precipitously in any given
year, Witneas Jacobs® [xic] breskeven amoumi could theprelically drop below
amaunt FFL has already spent on the EPU projéct iliat the Commission has
determined 1o have been prudently incurred. This scentrio would pul the
Commission in the position of disallowing previously approved, priglently
incurred costs.  In addition, the reason for the diszllowance would not be any
action or inaction on the part of FPL, but rather it would be due to something
completely out of FFL's contnol.

CPC wilness Jacobs alfirmed that funure foel prices were among the factors bevond the wtility's
comrol thet were included in the breskeven mmalysis, Hawever, weo note thwt Section
403.519¢4)(e), F.S., sintes in part that “[Ymprudence shall not include any cost increases due Io
events beyord the utility®s control.” Witness Jacobs believed FPL mccepted ihe rsk of foture

" Order Mo, PSC-00-D783-FOF-EL nt pages 13 theough 16, iddresses & nings of Fatecasted el snd snvironmental
costy. sasoctaned with ihe TRET projscl. Piged 33 thiough 34 similaly sddrevies Bie anma subjeet matisr roganding
PEF's Levy project. Order Mo, PSC-11-00%5-FOF-EL pagan 19-37, s n roview of PEF's 2018 NCRC feasfbifiey
smalynls fioe the Lévy project snd the TR Unente that includes mnges of forecusted Tog) and environmental oois.
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changes in gas prices snd other parameters. Other than his staled opinions, we Tound no other
evidence supporting his views concerning factors beyond FPL's control,

Iz a fooinole on page 33 of its brief, OPC sitempled 1o propose a further refinement of fts
witnesses” recommendation intended 1o address factors boyond a utility*s controls:

The argument has been made thar the el breakeven sonlysis may be affecied by
such factors & swings in foel cosis that are beyond the utllity*s control. Them
would be nothing to prévent FPL from preparing the analysis asing mare than one
fuel cosl soomario to accoumt for sy such developmenl. However, the txcess
invextment sbove the breskeven mmount would serve as.a basis Tor quantilying
dissllowance of imprudént con, sheent & showing by FPL thm ather faciors
should cffset or dirinish the differential,

We note that OPC’s glucidation does not detret from the fundamenial characicristic thet long-
torm. expansion plan wnalysis is intended to reflect the. impact of factors beyond the utility’s
control on a given lang-term pian. Scenaric analysis is for the purpost of testing whethar the
Ferward-loaking plan i robust through wse of mnges in the factors that are beyond utility
mansgemeant contral. Thus, while OPC's txpended view may allow FPL more latitwde as to
which bretkeven analysis it may chose to.defend, we find that the change does not alleviate
tension between the proposal and Section 403.519{4)(¢], F.8. OFC further argued that we should
interpret what constitiites “certain costi™ in Section 903.519(4), F.S,, as being the difference
between the sctual costs and the final breskeven values. However, as we addressed below, the
breukeven anslysis suggesied by OPC refies on hindsight and- dies not distinguish between
prudent and impudent FPL mansgement actions and resuliant costs, Conssquently, OPC's
suggestion i interpret or define what constitutes “certain cowts™ in Scetion 403.51%4), F.5.,
implemonts hindsight review and does not comsider specific management actians or resutant
costs,

FPL rebntial witness Denson opined that DPC’s proposal counld preclude FPL from
otherwise recovering prudently incrrred cosis. This s because the lmitation i on » total
investment basis and does ol distinguish prodently incuned costs. from imprudently incurred
costs, Wiiness Deasan noted that “[{Jhere is nothing magical aboul the bresk-even peist that
makes cost become unressonnble of imiprudent, as Witnesses Jacobs end Srith imply.” It i the
poture of cost themmlves and whether the dost have been prodently incitrred and well managed
that determines their recaverability. FHe opined that spplying the breakeven nliernative
introduces n standard based on 3 backward-looking detcrmination of costs eligible for recovery,
He also stated “[(Jhe use of 20-20 hindsight to conclude a decizion was imprudent & Improper.”
FPL wiiness Deason staled that:

Sitling here today, we don’t know what the rolatinship is poing tw be with a
breakeven anafysis st the fime that thiese, this EPU project is completed. It could
be belaw that, it could be sbove. But the fact that it is abavo docs not mean that
there hes been one dime: of cost incved imprudently, and that"s how it violutes
the policy that hes been extublished by the Legislatore and thiz Commission,
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Witness Deason furthar asseried thal we could use a breakeven unalysis 1o determine the
continued viability of the project. However, he belicved ita proposed use 1o limit recovery of
<osts 1hm would otherwise have been detenmined to be prident is inappropriste.  FPL witness
Read similarly opined thet OFC witness Jacobs® proposed approach 1o walk vntif the end of the
project to determine what portion of the project costs s irwinded in rates is bad regulsiory
constroet and conflicts with the intent of the statte in providing assurances thet prodently
incurred costs can be repoversd.

During his deposition, OPC witiess Jacobs was questioned tegarding the witimene
economic Feasibility of the EPU project and the ireatment af cosis that have previcusly been
deemied to be prudently incaered:

Q. Have you dane the amalysis 10 which you are referring $o on page 28, lincs 11
through 147

A. No. I have not specifically ealeninted those break-sven costs.

Q. Okay. So let me ask you this. Are you recommonding that the Commission
true-up amounts thal were recovered to the new bréak-even wrount énnually?

A, No. 1 think that could be done at the end of the project when the fina! cost is
known. The concem here ix that the amounts collecied in *09, *10, *11, the
earlier yeats, and thoze 1hat have elmady boem desined 1o be pridom wouldn't
then be subject of a.disallowsnce, That would ocour et the end of the project.

Q. When you say the samomis to be coliecied, fust for clerification, &re you
talking aborit AFLIDC o sre you talking about the rme when it goes into the
base rate accoimt, base rates, excuse me?

A, 1 hadn™t reénily thought about that, 1 guess really since the amounts collacted
are only For carrying costs during the comstruction period, so really this is
refirring Lo T would say both,

While it appears that OPC witness Jacoba believos thot prudently incurred costs will not
be subject to dizallowance, he nonetheless proposed that the final breakeven anelysis include
sunk costs. OPC argued that we should disallow as.impradest the dilference betweon the actual
EPU project costi and the final breakeven vatue, Cenwequently, we are confised reganding haw
OPC’s propoast provides for recovery of costs. previously found pridenily incumed because the
proposal requires inclusion of all costs, even those previously deemed prodent, to determine the
exienl of FPL's improdently inourred coats.

We note that OPC witness Smith intended to “ftio gauge whether cuugtomars are receiving
& net benefit or not coxt from an overall perspeciive . . " He also recommonded thal the
breakeven analysis include-all costs spent boginning In 2009. W find that this means the stated
intent of his analyxis is 10 zpply hindsighl and campare the toial completed EPU project costs
Together wilh & Lhen-current expansion plan against an afl-nalural gas- expansion plas from 2009
forward. Thus, hix proposal appears 1 vequize ‘s comparison that includes all sunk costs, even
those ihat have already been included in base rales. As we previously noted, FPL haz petitioned
for and received two baze mate increasex for EFU project components, 1L would appear that these
amoumts would again be subject 1o review and adjustment nsing OPC’s proposal. Ye1, witess
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Smith assertz that costs inclided In base vaves should be exchuded. Consequently, we find that
wiiness Smith's testiniony reganding sunk cosis Appenrs incondisent, sspocially concerning those
portionz of the EFU praject costs (hal were phased into base rates.

OPC argued “, . . there is an overrlding public inlerest of ensuring that FPL's customers
are not saddled with ¢ither an uprate ‘project that no longer is economically foasible or with
excessive costs grawing out ol imprudent decisions,” We agree that FPL should only recover
prodently incurred costs: We note that the cost escatation concom was an argumient previcusly
presented by inlervenors in support of a risk sharing mechanism,® We determined that we do
nat have the authorily to * . » Tequire & uiility to implement a nsl: sharing miechanism that would
preciude a utility Eom rnwwm. sil prudently fncred costs,™

Based on the ebove analysis, we find (bat, a5 eyacrted by varlous FPL rebuilal witnesses,
the methodology recommended by OPC witneszes Jacobs and Smith may result in hindsight
review of prodence by use of foture facts and assumplions (o determine the extent of current or
past prudently incurred costs, Moreover, the evolving nature of OPC's proposal, the possibitiy
of inapproprisic use of longderm planning, and the pessibility of limiing FPL' ability 1o
recover costs previously deemed to be prodemly incurned, are aspects that lead us o question the
sdequacy of tecoed evidence in support of ndopting the proposal.  Accordingly, we reject the
proposzl of the OPC witnesses,

We find that the approprinie guidance for determining prudence Is found in owr price
Orders. Order Nos. PSC-08-0749-FOF-EI and PSC-09.07B3-FOF-EI st forth o view of
prudence: . , . the standerd for determining prudence is consideralion of what a feasonable
ubility mmm:r would have donwe, in light of the conditions and circuinstimees which were
known, or should been known, at the tiime the decizion waa made,” (Order No, PSC-08-0749-
FOF-E, p. 28; Order No, PSC-090783-FOF-EL p. 26) Section 403,519(4)¢), F.5., provides.the
fallowing:

Adter a petltion for detcrmination of need for a miclear or intograted gasification
combincd cytle power plant has beeny granted, the right of a utifiy to recover any
costs incyrred prior (o commencial operation, including. but not limited 1o, costs
-szsociated with the siting, design, licensing, or construction of the plart e mew,
expanded, or relocated electrical transmission lines or facilities of any size that
are necessary 1o serve the muclear power plant, shsll not be sulbject to challengo
unhamﬂmlymﬁwmtmtﬂmmmmim finds, bamimnpwpandmur
the evidence adduced ar & besring before the commission onder 5. 120,57, that
cerinin costs were imprudently incirred. Procesding with the construction of the
nuclest or infegraied gasification combined cycle power plant fidlowing ai order

" Mr‘hﬁu l‘gﬂ-llm}l-'ﬁl-‘-ﬂ fased Februsry 2, 2011, Dockat No, 100005-E7, 1n_re: Nuckeir cost regvery
W pags
Orderr M. PSC-1 1-0093-FOF-EL, lasued February 2, 2001, Bocket Ho. 100D09-ET, |8 re: Nuslenr oot recovery
ik, at page V.
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by the commission approving the need for the nuclesr or inlegrated gesifcation
combined cycle power plant umder this act shall not constiiule or be evidence of
imprudence, Impeudence shsll not include any comt iocreases due 10 evenis
beyond the utility’s control. Further, a wility's right to recover costs associnted
with & nuclear or integrated gasification combined cyole power plant may not be
rised in: any cther forum or in the review of proceedings In.such other forum.
Costs incurred prior to commorcial operation shall be recovered pursusnt to
'Bhlphr 36‘6;

As discussed above, concerns regarding fast track projec: mesagement decisions were
reised by ihe inlervemors, The evidence supperting the intervenors’ assevied impradenes rolicd
on speculation that hed FPL not pursued fast track implememtation, FPL might have identified
potential eost increages early on and then decided not to complete the project. The evidence
supporiing. this nsserted imprudence, soch s increased non-binding FPU project cost estimaws,
aloo-retied on hindsight. We find that speculation and hindsight review is not consistent with the
prudence standard recognized by us and shall be rejocted ax a bazis for finding improdence. We
nole that FPL's 2009 and 2010 costs are, in part, the yesull of our prior decisions, and were
subjeet 1o review in various proceedings. In this proceeding, there was no recond evidence
concerning FPL.'s fast track approach that would provide causs to revisit our prior decisions.

Based on the forsgoing, we find that FPL's 2009-2010 EFU project munsgersent and
accounting with selated controls were subjecied 1o & rezzonable fevel af review and examinaion
sufficient 1o delcyming prudence. We find that there §$ no record evidenes Wentifying any FPL
2009 or 2010 EPU project management decisions or accounting as vnnesded or unreasonahle,
Baséd on & prepondersnce of the record evidence, we find that FPL'y fast track mansgement
decisions were pnudent and OPC’s recommierzlation to require a breakeven analysis to 561 mic
base reeovery limils shall be réjectod.

Therefore, we find (it praject romwgensent, coniracting, accounting and cost oversight

controls empinyed by FPL during 2009 and 2010 for the EPU project were reasonable 2nd
pradent. We also find thet FPL's fast ivack management decisions went prodant,

This issue sddresses FPL's request conceming the prudence of its 2009 and 2010 EPU
incurred costs and the final true-up of recovered amounts for 2009 and. 2010. No festimony by
partics or mudit stall’ wilnesses proposed sdjustments 1o FPL's requested smaunls, We nole that
our findings in this malier must be comsistent with the resolotion of FPL'y EPU misnagemont
prudence detorminations discussed above. OPC, FIPUG and SACE ook positions consistent
with their arguments regarding -fast track project management that is eddressed sbove. Aside
feom these matiors, to-additional conterns were ruised regarding the disposition of FPL's 2009
and 2010 EPU project costs.
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FPL wilncss Powers provided support for the 2009 and 2010 EPU project coxts and
methods used to determine the requested final true-up recovéry amounts. FPL witness Jones
provided descriptions of the 2009 and 2010 EPU project activities, cosiy, and varitnoes,

Witneases Powers and Jones jdentified 2009 EPU consiruction capital costs of
$237,677,629 ($216,605,950 jurisdictiona! net of Joint vwners and other sdjustments), They also
indicated the associsted carrying cosis incurred during 2009 were 516,459,883, and operstions
and maintonence (O&M) cosis wore $498,077 (5480.934 jurisdictional net of joinl owners), FPL
requested that we review and approve these amounts as prudently incurred. n support of the
request, FPL wliness Jones stiated:

Significam progress was made in 2009, incloding comtinwed enginecring
eveluation and anslyses in suppant of EPLI License Amendment Request (LAR)
submittals in the Niclear Regulatory Commission (INRC), the submiital of the
PTN Altermstive Source Term (AST) LAR to the NRC, sciivities and quatily
inspections relaled 10 the manusctirs of long jesd equipment, the managonent
and implemenintion of the Engincering Procuremenl and. Construction (EPC)
conteacl, and detailed reviews of the modification installation planning ad EPUI
ouinge schedules.  Also, FPL made adjusiments w the projzel organlzaiional
sruciure reflecting a shifl of responsibilitics to (he individual &ivss, revised several
project inxtroations, and contimed with project staffing,

Witness Junes also provided a listing of equipment modifications or replacements, ns of
Degember 2009, that included & description addressing why the actions are needed. He alzo
presented a project schedule as of December 2009, indicating the varfous overlapping activities
from 8 2007 project incoption date through 2013,

FPL's year-ending 2009 Incurred comis were $21,319,066 less than its May 2008
estimate. FPL spent 57,927,904 more in Jicenging costs duc 1o the preparstion of more analyses
than cstimated and  fonger period of conienctor mobilization than tstimawed.®  Project
permiiting costs were $410.295 more than estimated due to-increased scope of the Turkey Point
Cooling Canal monitoring program required by the Compliance of Cenification of the Shie
Certification Application. Engfneeting and design costs were $1,903,374 more than planned duc
to LAR scope growth and management of the EPC contracior engineering efforts. FPL fiwured
$4,703,290 less than estimatzd In project managenvent costs dur to the shift of more of the figkd
mansgement responsibilitics lo e EPC vendor and cutage staffing rovisions. Power block
engineering and procurement costs were $26,572,9562 less than estimaled due to less than
expecied EPC coniracior usage, deferra! of some milesione payments, and resoheduling of
certain plant modifications.  FPL also incurred 5445101 more than estimated for [ON-PoWeT
block engincering, and procurement due primarily to simulator modifications incurred earller
than planned. Transmissian-relsted expenses were 3559,565 less than planned, primadly due to

A Comracior mabilixation consists of preparstory work thal Ecludes moverment of personnel, equipmient, ind
supplics to the projoct alie
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& revised schedule of planned sctivitics, O&M was- less than estimated by 369923, The
variance was attributed to the nature of experses included in the O&M calsgory such es the
expensing of obsolete inventory. Mo parly or audit staff witness identificd any specific amount
of FPL's 2009 EPU project cosis as impradently incurred.

Wilaess Powers explained that the year-ending 2009 project costs were compared to our
prior approved and recovered kmounts 10 determine (he net Gnal trué-up smount for 2009 of
nogative $3.971,698. The requested 2009 net final truc-up xmount includes the following items:
over-projecied carrying covts of $3,817,507, over-projected O&M costs of 363,533 including
imerest, and overestimmed base ralé mvenue requirements of §$70,658, FPL is not mequesting
that these amounts be used 1o determing e 2012 total NCRC recovery amount because the
amounts were siready fncluded in FPLs 2011 CCRC.

Witnesses Powers and Jones identified 2010 EPU corstruction capiial costs of
$309,582.999 ($289,147,514 jurisdictional net of Joint awmers wnd other adjustivents). They also
indicated the associated cmrying edsis incurred during 2010 were $41,558,087, and O&M costs
were $7.176,395 (57,067,402 jurisdictional net of joint owners). W note it FPL included w
35983 tmevup inlerest emount in ifs calculition of the jurisdictional O&M amount, FPL
requested that we review and spprove these amounts as prodenily incurred. In support of the
mquest, FPL witnics Jones stated:

Several key. activities occurred In 2010, including: (i) submittal of the St Lucie
Unit 1 EPU LAR, the Turkey Point Units 3 and 4 EPU LAR, and the Turkey
Point Spent Puel Criticality LAR to thoe NRC for review and spproval, and
continued engineering anslyses in support of subminiing 1he S1. Lucie Unit 2 EPU
LAR; {ii) the execution of the vindot contracts for long lead procurement
cquipment, a5 well ns quality inspection, veceipt, and ‘siorage of Jong Toad
procurement items; (§if) modification enginecring for the SL Lucie and Turkey
Foint Unils mnd continued manmgemenmt of the EPC vesdor: (iv) receipl of
independent third pesty estimate of implementation man-power requirements and
costs; (v} preparation for, and succcssiil execution of, implereniation activitias
during the St. Lucie Unit 1 spring 2010 cutage and the Tirkey Poini Unit 3 fall
2010 cutage; and {vi} ndoption of revisians ta the plarmed futare outage durations.

FFL's year-ending 2010 incurred costs were 34,219,700 leas than its May 2010 astimate,
FPL zpemt §3,143,847 loss in liconsing cosiz duc o less than expected NRC seview wosts,
Project permifting costs wore $98,818 more than estimased due 1o environmental work in the
preparstion of an application o the Flarida Department of Environmental Proteetion addressing
discharge temperature for the 5. Lucie Plent. Engincering and design costs were $7.794,121
more than planned due ta LAR scope growth and management of the EPC contractor engineering
and impiementation efforts during the 2010 outages, FPL, incurred 52,568,397 more them
estimated in project manapement costs dve 10 increased FPL project and construction
mansgement oversight of the EPC vendor. Power block engincering and procurement couts were
$19.384,902 less than estimated, prinwstly due 1 shifts in the schéduling of modifications o
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different outages and deferrals to & later year. FPL siso incurred 51,974,228 l2ex than estimated
for non-power block engineering and procurement, due primarily to simulstor modifications
being rescheduled.  Transmission-relsied expenses were $5,858.469 more than planned,
primarily due to feclassification of plart engineering for procurement and inswaliation of & main
transformer.  FPL experienced an O&M varisnce of n 53,954,070 increase. The variance was
stiributed 1o the neture of experiscs included in the O&M category such as contract staff, No
perty or simil wimesa identified any specific amount of FPL's 2010 BEPU pmjest costs a3
imprudestly incurred.

Witness Powers axplained that the year-snding 2010 project costs were compared fe ihe
prior estimaie for 2010 10 desermine the net final true-up amount for 2010 of $1,531.532. The
requested 2010 net final true-up amount includes the following items: overestimated carrying
coste of $784,235, undoreitimated O&M costs of $3,926433 including interest, ind
ovarcstimeied buse rate revenve requirements of $1.610.665, including carvying charges,

We note that OPC"s position on this ssue would require us to find FPL imprudemly
ingurred some portion of the 2009 and 2010 EPU project costs and carrying charges, bu
withheld any disatlowance for thal improdence until some: Fiture analysls is performed. Thus, if
we were 10 agrée with OPC, SACE and FIPUG conceming FPL's imprudence to Tasr track the
EPFU project -and thal a breskeven analysis is necessary, then there is no adjustment 1o FPL's
2009 and 2010 amaounts st this tine; instead, we should find FPL's 2009 and 2010 EPL amounts
to be subject 1o refund and/or dissllowence pending review of an ultimate filune breakeven
enalysis. Howover, as sddressed above. we reject the stguments of OPC, SACE and FIFUG.

As discussed above, the standard for determining prudence iz consideration of whal a
ressenable utility mansger would have done, in light of ihe conditions and dincumsianees whick
were known, or should been known, ol the time the decision was made. We note thet- OPC
wilness Iacobs” concetrs reparding FPL's fasi rack project management approach were the enty
reasonableness or prodence: concerns raized. 'When asked by us if he-found any evidence of gny
action taken by FPL in'2009 and 2010 that was improdent, OPC witness Jacobs replisd “no.” No
addditionsl concerns were mised. No party-or nudit staff witnesses identifled itoms, sctivities, o
costs incfuded in FPL's 2009-2010 EPU project filings sy unnecessary 1 complete the EPU
profect.

Consistent with our findings. above, our verification of FPL's caleulstions and truc-up
armaynis, and & preponderanoe of the evidence in the record, we find that FPL hay demonsirated
he prudence of its 2009 ard 2010 incurred costs and approprisicly delermined the respective
NCRC final true-up amousts for the EPU project.

Mm ' §i

Thiercfore, for 2009, we approve os prudontly incurred EPU praject capital cosis of
5237,677,629 ($226,605,950 jurisdictional net of joint cwners and other pdjustroems) snd O&M
costs of $498,077 ($480,934 jurisdiciional net of joint owners). The final 2009 srue-up amount,
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nel of prior recoveries, is nagative $3,971,698, and will be filly refunded during 2011. Neo
farther sction shall be required reganding FPL's 2009 incurred ¢osis.

For 2010, we spprove as pradently incurred EPLF project capital costs of $109,982.960
($289,147,514 jurisdictionsl net of jaint owners and other adjustments) and O&M costs of
$7.170,412 {$7,067,402 furisdictional net of joint owners). The final 2010 true-up smount, net
of prior recoveries, is $1.531,532, and shall be used in determining the net toial 2012 NORC
recovery amount,

This issue addresses FPL*s roqoest conceming the ressonablenese of it 2011 EPU
ingnrred costs and the estimated true-up amount for 2011, No (estitony by partics or audit stafl
wiinesses proposed adjustments to FPL's iequesied amounts. The only coneem ratsed was
FPL'$ fast track approach which was addressed above.

FPL witness Powers provided support for the 2011 EPU project costs and methads used
to-determine the requested estimaled troc-up recovery amount. FPL witness Jones provided
deseriptions of the 2011 EPU project activities, costz, and variances,

Winess Powers sutamitted an corats that identificd changes Io her prefited lestimony snd
exhibite, While thent was no disputn regarding the ematn, we note that the eraln did not
reference Exhibit 70, hor was Exhibit 70 corrected to reflect the same errats where applicable.
Wie verified thet, had the schedules been updated, the summary amounts in Exhibit 70 would be
consistent with FPL's eresta.  Therefore, for purposes of our roview, we meference to Exhibit 70
iy a8 revised consistent with FPL's ermratx

FPL wilnesses Powers-and Jones identified the estimaled 2011 EPU construction capital
casts of $587.845,338 ($558,520431 jurisdictional net of joini owner and .ofher adjustments),
and O&M costs of §12,721405 (512,249,329 jurisdictions] net of joinl owner and other
scjustments). We note that FPL's umount includes & 19,488 interest troe-up in its calculstion of
the jurizdictional O&M amount. They aliso identified the estirated 2011 construction carrying
costs as $70,287,307. Additionally, they presented the calculation of an estimaied base ate
revenue requirement of $15,585,797 for plisses of the EPU project that are expected to go imo
commercial service in 201 1. [n support of these smounts, FPL witness Janes stated:

In 2011, FPL expects 1 complote the Engineering Analysis Phase, FPL wil] alag
comtinue the. Long Lead Procurement, Engincering Diesign Modifications, and
Implementation phases of the project to support the planned unit cutages in 201 |
eed 2012, FPL is committed o approximately 95% of its long fead procurement
iternz for the St, Luciz units and approximately 0% of its long léad procurement
items for the Turkey Point units. FPL 13 curmently performing the Enginecting
Design Modificatian Phase. and has successfully completed (wo of sight planned
EPLI outages in the Implementation Phase. FPL has also amended iis contract
with Bechtel, the Engincering, Procurement & Construction (EPC) vendor, for the
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St. Lunie scope of work to include a mrget price, better aligning FPL's and
Bechtels’ project goals.

FPL witness Jones listed various activitics planncd for ench of the 201§ outages. 'Witiess
Jomes also presenied a graphic of the current deployment schedule for various phesas of the EPU
project from 2008 through 2013, The gmphic shows that a1 this time, FPL s ongaged in the
LAR phasc, the engineering nod dosipn phase, as well as the implemenintion: phass.  Witness
Jones, in supplememial testimony, explained that FPL recently adjusted the plamned outage
durations botween 10 and 40 duys, Additionally, witness Jones stated that *. . . the start dstes of
the remaining St. Lucic Unit 2 and Turkey Point Unit 4 outages have been pushed back slightly,
while. the stan. date for Terkey Point Unit 3 outage has advanced slightly,” He asseried the
outage slt datcs were adjusied 1o minimize the overlep of nuclear and non-nuclear generation
unit outages. Wiiness Jones elso ssserted that, afer completing preliminery feating an St Lucie
2, there is an increase of approximite 34 MW (29 MW alter acoounting for co-owners” share)
due to & more cificient low pressure hrbine rofor, pot 200 MW (17 MW after sccounting for co-
vwners' share) B8 previously anticipsted.

FPL's ¢stimate of year-onding 2011 gencration constryerion costs wis §569,779.321.
The 2011 construction cost estimate included amounts for license application of §19,797.804,
engincering and design of $20,251,942, permitiing of $45,451, pmjeet managernent of
£33.835,035, power block enginesring and procurement of $489.873,573, and non-power block
engineering and procurcment of 55,975,515, Transmission expenses of $18,066:007 worc
estimiated for activities related 1o main tansfonmer, tansformer cooler, and plam clecichcal yard
upgrades. The 2011 estimated O&M sxpenses inchuded $12.706.916 for focdiwnter hentar
inspection costs, for expensing obsolete materinls, and for costs thal do not meet FEL's
capitalization policy. The esthnated flems going niv service during 2011 include feedwater
drin values, main generalors, isophase bus duét modifications, and main transformer and
tsansformer cooler upgrades. FPL's ostimatcd base rate revenue requirement assndated with
completing these aclivities was $16,585,797.

A FPL's estimale of 2001 experses for goneration constnktion sclivities incroased by
$29,861,426 melallve to its Misy 2010 projections. Witness Jones aaseriad the incrense was due in
part o FPL's 2010 outage management roview that moved a significant amownt of work from
2010 to 2011, The largest increases by activity are $9,361,837 in licensing offorts, $10,970,418
for ‘edditioni! resources to support design engincering, nd $5.931,219 for additional outage
implemenlation support. FPL's estimate of 2011 tranwmission related expendes rwreased
relative 1o iis May 2010 projections by $10.227,007. The variance was due primadly to
purchasing transformers. and shifts in schedules, FPL's estimate of its O&M EXpenses increased
by §4,558,723 from it May 2010 projections. FPL atiributed the varianoe io increascd scope of
equipment Inspections,

Wilness Poweors explained that the estimaied 2071 praject costs were compared iy the
May 2010 projeciion of 2011 recovery amounts o determine the cxtimaled triue-up ameunt for
2011 of $17.387,377. The requesied 2011 truc-up amount includes the following items: under-
projecied construction camrying costs of $21,157,568, under-projocted O&M cosis of $8,346.616
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inciuding inlerest, and over-prajected base rate revenue requiremicats of $12,115,506 including
carrying charges. These 201 | estimated true-up amounts were included in FFL'tnet 101al NCRC
recovery request of $196,092,631.

As discussed sbove, OPC argucd that we sheuld find FPL was imprdent 1o tmplenent &
fast tick spprosch and thal & breakeven enalysis is required 10 sasess the dissllowance amount,
Thus, il we agree with OPC, 1ben we should not meke a finding of reasonublencss, because some
portion of FPL's 2011 EPU project casts and carrying charges may be determined 1o be
imprudenily incurred; therefore, the amounts subject to refund andfor dissllowsnee will be
determined m » future review wsing w breakeven analysis upon FPL completing te EPU projest.
However, as addressed shove, we rejeet the argumenis af OFC, SACE and FIPLX.

No party or audit sl witnesses identified ltems, activities, or costs fnchuded in FPL's
2011 projeet filings as unneceszary to complete the EPU project, Consistent with our findings
above, our verificstion of FPL's calculstions and estimated true-up amount, and = preponderarice
of the evidence in the rocond, we find that FPL has damoosteated the rensonablencss of iw
requested 2011 incurred cosis snd approprimely determined the estimated NCRC true-up
BMOUNRE,

Therefore, we spprave as reasonable the =stimates of 2011 costs of $587,84%,328
($558,520,431 jurisdictional) for EFU project Capital Coats, and $12,721,405 {$12.263.818
Jurisdictions] net of joint ovmer and other edjustments) for ORM Costs. The estimated 2011
true-up emount of $17,387.377 shall be used in determining the net total 2012 NCRC recovery
ampunt,

This issue sddresses FPL.'s request conceming the reasonableness of itz 2012 EPU coms
and the projected NURC recovery smount. No testimony by parties or audit stalf witnesses
proposed any adjistments. We note that cosolution of this issue must be consistent with the
resolution of forward-loaking issics addressing project [easibility and also prospective
implementalion of any prodence and rexsonableness determinativns. The only concern raized
wat FPL's fast rack spproach, which we discussed above.

FFL witness Powers provided support for the 2012 EPU project costs and miethods used
to determing the requested astimmted truéap recovery Emount, FPL wilness Jones provided
descriptions of the 2012 EPU project sctlvities and costs,

Wiiness Fowers provided an errala that identified changes to her prefiled resimony and
exhibits. While there was no dispule regarding the ermata, we nole thet the enata &id not
refierence Exhibit 70, nor was Exhitiit 70 corecied to meflect the same errita where applicable,
Our maff verified that, had the schedules been updated, the summery amounts in Exhibit 70
would br consistont with FPL's crmuin.  Thorefore, for purposcs of this Order, we find thai
referonce Lo Exhibil 70 5 &y revised consistent with FPL's crraia.



ORDER NO. F5C-11-0547-FOF-R
DOCKET NO. 110009-E1
PAGE 65

Witnesscy Powers und Jones identified extimated 2012 EPU construction capitsl costs of
$736,198.427 (§701,013,819 jurisdictional net of foint owner and othier adjusimenis), and O&M
costs of 55,626,844 (35,461,197 jurisdictionsd net of joint owner and other sdjustments). They
also indicated that 2012 construction camying costs are $67,264,453. Additionally, they present
the calculation of an estimated base raie revenue requirement of $80,190,773 for phases of the
EPU project that are expected to go into commercial service in 2012, In support of these
nmounts, FPL witness Innes stated:

T 2012, for the EPU LAR Engincering Annlysis phese, FPL will contintie 0
zupport the NRC review process, including msponding 10 NRC RAls and
interfecing with the NRC mafl. The Long Lead Equipmen! Procurmeni Phase
will be campleied, inchuding equipmont for the modifications {n the 2012 outages.
The Engineering Design Modification Phase will contifne with modification
package preparation for the final EPU outages in 2012, Implementation will be
worked for each of tho three outeges in 2012: the FIN Unit 3 and PSL Uit 2
spring owages, and the PTN Unit 4 fall outage. Each ovlage reqisires long Jead
squipment, planming, scheduls integration, and the sciual exseution of the
physical work in the plants, incloding extensive testing and systemstic tumover to
opéralions.

Witness Jones listed various activities planned fer the each of the 2012 comges. Witness
Joncs lsa presented a graphic of the curment deployment schedule for various phases of the EPU
project from 2008 through 2013, FPL's projection of year-ending 2012 construction costs 'was
5708,960,295. The 2012 generation construction cos! projection inclnded amounts for license
application of §5,212,846, enginesring mnd design of $11,091,593, permitiing of $0, project
menagemenl of $26,330,854, power block enginesring and procurement of $5665,777.875, and
non-power block engineering and procuremant of $447,127. The 2012 tranamission construction
casts are projected to be $27,218,i32. The tansmissivn cosis are for replacement of
transformers, transformer cooler upgrades, switchyard breaker upgrades, and line and bresker
monitoring equipment. The Q&M projection of $5,626,844 represemis: costs for performing
cquipment inspections, expensing obsolete muierials, and rxpensing commodities and
sonsumables that do not meet FPL's capiialization policy. The ftems projectzd 10 go in service
during 2012 include transmiission upgrdes, mein gancealor rolors, high pressue turbine rotors,
main ransformer and cooler modifications, feedwater hemtors, condensats pumps, ond main
condenters. FPL's projected buse mie revenus requirement assoclated with completing these
activities is $80, 100,773,

The requested NCRC amount for 2012 EPU project costs is $152,916,422. The projected
‘emount consigts of currying cherges of $67,264,453, O&M cosis of $5,461.197 (pet of
participants credity and including imerest), and a base mie revenue requirement of 530,190,773
for plant projected to be placed into service in 2012, These 2012 projected amounty were
included in FPL’s net toml NCRC recovery request of $196,092.631.



ORDER NO. PSC-11-0547-FOF-El
DOCKET NO. | 10009-El
PAGE 66

We note that OPC's position on this issue is intended 10 be consistent with iis position
discussed sbove. As staled, OPC argued that we should find FPL was imprudent to implement a
fast track approach, and that -2 breakeven anaiysis is required to assess the disallowance amount.
Thus, if we agree with OPC, then we should not make a finding of reasontbloness, because some
pattion of FPL's 2012 EPU project costs and carrying cherges moy be determined to be
imprudenily incurred; herefors, the mmounts subject to tefund and/or disallowance should be
determined in a fingre review using & breakeven analysis upon FPL completing the EPU project,
However, s nddressed above, we reject the arguments of OPC, SACE and FIPLUIG,

No ather contemnsy, were raised iy this maiter, No party or audit stafT witnesses identitied
liems, activities, or costs included in FPL'3 2012 EPU project filings 25 unnecessary 1o complete
the EPU project. Consistent with our findings aliove, our verification ol FPL's calculstions and
rue-up amount, and a preponderance of the evidence in the mcond, we find that FPL has
demonstratad the reasonablenass of ils-requested projection of 2012 incurred costs and NCRC
recavery amount for the EPU projecl.  Thercfore, we approve ag recsonably the projected 2012
costs -of 5736,198,427 (3701,018,839 jurisdictional) for EPL project Capitel Costs, mnd
$5,626,844 (35,461,197 jurisdictions] net of joint owner and other adinateents) for O&M Costs,
The projected 2012 emount of 5152,916,422 shail be ussd in determining the pet totad 2072
NCRC recovery emount.

In February 2010, an FPL employee sent & letier to the Chairman and Chief Executive
Officer of FPL Group, in which certain concerns were raised obout the cost performance of
FPL's EPU project. This loner nlso expressed concems as 1o the reponing of EPU cost
performance (o v and to FPL execitive matagement. In March 2010, FPL retained Concenlrlc
10 conduct an independent investigation of the claims mised in this employee leiter. The Chiel
Executive Officer of Concentric, John Reed, spansored the report containing Concentric’s
Gindings, which way compleled in June 2010, The impetos for tld isswe is based on Concentric
moting “. . . an insiance where the information provided by FPL to the FPST did not reflect the
moss up-to-date information s of the time it was provided 1o the FPSC in September 2009 .., .~
during the 2009 NCRC hearings.

Bascd lergely om the Concentric report and s review of many documents enumernted in
an appendix to thiz repart, OPC witness Jacabs concluded that FPL. should Bave updated ita EPU
eost estimate al Jeast by the time il witness tastified ar the NCRU hearings in Saptomber 2008,
He asserted that the coal extimate reflected in the FPL wilness's May 2009 iestimony in the
NCRC proceeding had heen superseded hy the lime of the 2009 hearings. Sinee.a key driver of
FPL's Jong-term fensibility study is the eapital cost estimate of the unil, witness Jacobe nssertid
that, the FPL witness also should have presented revised feasibility results ot the 2009 hearings.
Finally, OPC exgued in its brief thet FPL's failure o updnts the EPU cagita) cost estimaie ot the
Sepiember 200¢ hearings constituicd a violaton of Rule 25-6.0423, F.ALC,, and conclided thist
“"The Commission should find (hat FPL willfully withheld information needed For an sccuate
and meaningul estimafe of capital costs and the related long-temn feasibility anplysis”
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In their briefs, FIPUIG snd SACE sndorsed OPC's arguments and position. FPL
vigorously dizputed DPC"s contentions and offered severa] witnesses in opposition.

OPC witness Jatabx noted tha the original EPLY cost estimate was based on concepiual
scaping studies, As virtually no enginearing had been completed a7 that time, this estimate
necessurily carried ® high degree of uncerninty, The wilness siated that during 2009, EPU
project management made presentalions to FPL's Executive Sieering Committee (ESC) as 1o the
status of the EPL’s cast and schedule. Witness Jacobs observed that at the July 2008 ESC
meeting, revieed EPLI cost estimntes were presented For both S1. Lucie and For Turkey Point; the
5L Lucie estimate increased by $138.6 million over the ariging! estiminte, while the estimate {or
Turkey Point had increased by $160.6 million over the originel estimate. He asserted that the
July 2009 presentation contained 2 detaifad line-by-line cost presentstion and reflecied recent
efforis by FPL “to rein in Bechiel’s increasing cost increases.™

OPC witness Jacobs asserted that the Auguat 2009 EPU cost estimate for both Si. Lucic
and Turkey Point contained in the Septomiber 2009 ESC presentation reflacts & forther increase,
from a total cost of $1.706 billion to §1.850 billon. Consistent with the Finding in the
Concenlric reporl, wiiness Jacobs concluded that . . . the cost estimetz submitted in FPLs
prefiled testimony In May 2009 was cleady xinle and should have been updated prior 1o or during
the hearing in September 2009." He also congluded that FPL should have submitied an updatsd
feasibillty enalysiz that reflected e ncreased capilal cost estimate..

Wiiness Jacobs dizagreed with FPL's conlention that at the time of the July 2009 ESC
preseniation there was still opportiity (o elfminate scope from the EPL) projects, and therefare,
the amaunts in the pressntation, were siill preliminary and thua, it was prensature 1o report hem
to ua. His disagreement with FPL's conlention wax based on two claims. First, he asserted tia
the July 200% smounts were the result of & detailed line-by-line cost analysis, and FPL “, . .
intluded identification and quantification of afl known reductions in scope™ and ™It is doubtid
that additione) redietions in scope would be identified at o later date.” Second, he opined that
FPL <ould have provided the latest. cost extimates to us, stated that they were prelimipary, then
provided subsequent updated estimates a3 they became availeble nnd Gim,

OPC wilness Jacobs noted that FPL hes argued thol since it had directed EPU #tafT to
“push back™ Against Bechiel and had not sccepted Bechtel's updated estimatex, FPL was nol
obligated 10 update its May 2000 testimony 1o incorporate the estimetes frdm the July 2009 ESC
presentation.  'Witwss Jacobs disputed this claim because, in his opinion, "the July 2009 cost
estimales include 1he resulty of FFL's inhiatives to push back against Bechiel” ‘Wiliess Jacols
concluded that by the 1ime the July 200% sstimate wag gensrasied, nogotiations with Bechiel wer
“far alang.”

FPL nsseried et since it was still evaluating whether to self-perform certain finctlons or
io replace Bechiel, in whole or in part, with a different EPC contsactor, the July 2009 estimates
were sGll too preliminary to rely on. In response, OPC wilness Sacobs asseried that FPL
nevertheless shoulkd have reponed the latest numbers, accompanied by whalever caveats were
doemed spproptiete.  Wiiness Jacebs also disputed FPL's claim that seporting the higher cost
estimeates, instesd of relying on the May 2009. testimony, would undermine FPL's ahility to
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negmmlt with Bechtel. Witnezs Jacobs countered that “reporting a higher estimate 1o the
Cornmission would not jeopardize FPL's: ehility to hold Bechiet ke only the levels of staffing thal
wolld be r:qmmﬂ I acihully pert‘:snn the project as it progressed by supetvising Bochiel and
reviewing invoices so as 1o guard against paying for inefficiencies.”

QOPC witness Jacohs noted that an updated EPU Teasibifity study thar incorporared
increases in both the capacity of the mnils and capilal costs was included with the July 2005 ESC
preaentation materials, He asserted that this sobmission “reinfarces my conclusion ihat FPI, had
moved beyond the Msy 2009 information.” Responding to FPL's claim that the rovised
feasibility nformation was more in the nalure of a sensitivity analysis of the prior feasibility
study, witngas Jacobs stated that what the saleulations sre called does not alter their significance
that the now-analysis reflects the impacts of changes in key varisbles. Wilness Jacobs concluded
that FPL's NCRC witness should have updated the EPU cos estimutes and submitted dn updated
fensibility swdy ai the Seplember 2009 hearinga.

OPC witness Iacoba temified thet besed on informmtion be reviewed, FPL xenior
mansgement had decided during the Angust-September 2009 perind thet #i was nol necessary 16
updaie the EPU cost estimates for the Seplember 2009 heatings,  Wilness Jacobs reviowed an
emall from Rajiv Kundalkar, the FPL witnzss who sponsored the testimony conteining the EPU
coat estimate al the 2009 hearings, to FPL's Chiel Nuclear Officer. 'Witness Jacobs believes the
email implies thal the FPL witness was considering updaring hiz testimony. From this, witness
Jacobs acknowledged that during Mr. l{umlnlklr's deposition, Mr. Kundalinr denied thar the
emai] in question relaied to his potentially updating his lextimany, Nevertheleas, witness Jacobs
reitersted his view that FPL should have updsied this testimony to reBect updated EPU capital
casts by G Seprember 2009 benrings.

Witness Jacobs concloded that FPL fafled 1o provide us with the most current inforimation
regarding EPL capital costs during the Scpiember 2009 hearings because it chose not 1o revise
FPL witness Kundalkar's (zsimony incorpumiing newer coxt estimates that became svailalile
between May 2009 and the Brie of the 2009 hearings. Morcover, he contends that since. upilai
costs are & major casl driver in the EPU feasibility analysis, FPL should have updated its
feusibility anslysis o incorporate the more recent cosl estimaie,

FPL offered testimony of three witnessos on this issue: winesses QOlivers, Jones and
Sinll. Witness Olivera was adamant that the company ™. . . did not witkhold informetion that the
Commission nezded to mskp an informed decision dnring the September 2009 hearings in
Docket No. 090009-EL" He asserted that as of Seplember 2009, the mone rscent cost forecast
information had not been thovoughly vetied or nmrmad by company managemenl, and thus was
not ‘sufliciently reliable 1o warment & revision in lhe EPU's estimated tolal in-service costs,
Wimess Olivers stnted that the review efiors 1o support 2 project coft mevislon were pot
campleted until April 2010, far inclusion in FPL's Misy 2000 NCRC filing.

During cross-examinastion, withess Clivers was asked whether FPL had witliheld
information that iL was mqnimd 1t submnii either by statute or rule. e respended in the negative,
explaining that FPL had reccived an esitmate from its contractor thal refiected fncreases in
required work hours for the EPU projects, but FPL had nol compleied its. validetion of the
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colimaies provided by Bechtel. Wilness Olivera stated thal numerous oplions were under
considerntion al the time, including replacing Bechtel as the EPC or bresking the project up
between multiple vendors, Witness Olivera testified: "I think you expoct us when we come in
here that wa present o you a number that Iy fully vetted, that we siand by it, that we have spenl
the time scrubbing,” Witness Olivera acknowledged that he was involved in the decision not to
modify Mr. Kundnikar'y testimony snd he ferther stated that ™, . , and I lo%d them, Took, when we
have — whon we fally vet the infarmation, when we undersiand whether this is sccuraie or

we'll go 16 the Commission,” ‘

~ FPL witness Jones testified that tiroughout 2009, the company was focused on projected
staffing requircments that were provided by the EPU EPC 1o commence with engineering for the
Plant Change Modilications., The EPC's proposed siafTing levels provided 1o FPL. in early 2000
wonkl have resulted in Bn incresse in the costs over origina! estimales. Tn responding to these
catimates, FPL challenged hese projections and fequired Bechte! 1o justify cach requested
position a5 being necessary for that stage of the EPU project.  Approva} was grrited For only
those positions “sporoptiute for thal stege of the project, including EPC management snd
engineering staff"™

FPL wiiness Jones stated that during the second quarter of 2009, the EPU project 1eam
“determined that there was a-noed o more aggressively explore and imploment ways w test,
validate, and roport cost projection information such &s that which the Compeny had bepum to
receive from itn EPC vendor, especially for the out-venrs of the Uprate project.” In addition to
direction from executive management to continue challenging Bechtel's estimaies, the EPU team
was directed (o consider wse of alternative EPC veiidors for part of flie work, end o retain third-
party cstimating support “to esyist in sdvancing the project cost extimate and o us2 ks & tool in
chellenging vendor estimates.” Afer sovernl negotistions with the EPC and chalienges: by the
EPU site management and EFU exeeitive management., the EPC projected staffing levels were

PPL withess Jones testified that fluchsating vendor proposals were reflecied in the EPU
project cost reports and Lhus wra! project comypleted cost varied from month to momth. Witness
Jones farther explains these fluctustions:

The project cost forecasts represent & snapshot of curronl trends but ds not
necessarily représent everything knom sbout the project.  For example, while 4.
particular month’s forecast may have incorporated a rocent EPC vendor staffing
cstimate, it would not have reflopted the faci thet EPU mamsgemeni was
considering EPC vendor alternatives with the potential to reduce. costs. Doe to the
extensive projéct manngement activity in mid-lo-tete 2009, and eonsidertions

thet put both upward and dovwnward pressure on poleyitial tois) project coms, FPL

had wn insufficient basis upon which Lo revise ils non-binding com estimate for the

EPU project.

FPL withees Stall testified that through Septewmber 2009 and into 2010, key factors

alfecting the EFU towal project cost extimate were in flux.  As notad above, FPL had received
coxt estimates from ity EPC vendor lhat were unieceptable to EPU managemenl.  The witness
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roted it FFL was only able (o revise ils non-binding cost estimate afier “significant
challenging, vetting, project scope eefinement, and the consideration of alternatives to FPL's
EFC vendor." Thia revision was completed shortly prior to filing its NCRC testimony on May 3,
2010,

FPL witness Sl disngreed with the finding in the Cancentric repont 1t FPL should
have revised ils testimony 1o incorporste 8 revised EPU cost eitimate by the time of the
Septomber 2009 NCRC hearings. He countored thet FPL's May 2009 testimony was nol
inncciate, and was neither necossary nor approprisie to revise that tostimony, ‘The witness
noted that as of September 2009, the EPU project scope was growing, which wauld result in
increased lotal project cost. However, he asserted that it appesred there were areas where fimther
scope and tosi reductions were possible.

FPL wiltnexs Stall noted that FPL received from iis EPC vendor estimaned lsbor costs tha
vxcoeded the level provided during the emrlier tid process. He contended hat these cost
projections had not been fully vetted or chatlenged by FPL by the time of the 2009 heatings.
Optiony were under considertion, including self-performing some or-ali of the EU work, or
possibly biring an alternstive EPC vendor. Witnoss Stall essorted thet since there was the
patential for both cosi incremses and decresses during the July-September 2009 period, FPL
could rot provids & relisble EPU cost update by the Septomber 2009 hearings.

Witnees Stall opined that differences of opinlon can exist @ to whether e EPU cost
estimate avnilable as of September 2009 wus suitable for public release i that time. He believes,
however, that the existence of disapreement does not “demonstrate any inapproprists action or
intentiorsl withlolding of information by FPL. To ihe contrary, it demonstrates FPL's desire io
provige relisble, flly vetted infonmation 1o this Commizsion.” Moreover, he noted that
Conceniric md FPL are in accord that the decision: to continue with the EPU project was best for
FPL's customers, and that no costs wore improdently incurred.

Duting cross-cxamination witness Stall wis asked what the tenm “fully vetted” means
within FPL's processes. He responded:

- + . W hisve prooess that we follow at the company For major cepila! projects, for
investor informstion relesses, any information thet is going to be used in &
business <ase 10 make financial decisions or be released externally to mxternel
stekeholders, whether ii"s the Public Service Commission In this ease, the Nucteay
Regulalory Commission, or the SEC. And that process is basically one in which
the staff, in this case the engincers on the. project isanEgEmEnt 1eam present in a
seriea of reviews 1o executive mansgement updates a3 you have seen in thess
prasentations.

And we challenge that, and we push back, and we ultimstely come to &
decision point where we spprove whal they are presenting, anel it is formally
rpproved atl the oxcoutive steering committor Jevel, And only then is Ihat
informalion considered approved by the company. It has been fully venied or
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challenged and approved in erder to be released 1o an external stakeholder, i this
case the Public Servics Commission.

FPL witness Swell was subsequently asked if someone from Concentric hed mex with any
members of the ESC, 1o which he responded *no.” He sialed that had this otewred, Concentric
wuuld, first, have gained perspective:zs to how information was Yully vetted before it iz releasod
exiernally; second, ingight would heve been gained regarding prior FPL business intsractions
with Bechiel and personal experiences on olher projects.

In his rebutial testimony, FPL wilness Siall countered OPC wimess Jacobs® assertion thai
FPL's efforts to challenge, vet, undertake project refinement and consider aliemnatives o FPL"s
EPC vendor, had been compleled by Sepember 2009. In February 2009, FPL had concemms over
Bechtel's EPL cost estimates, and direcied its contrels group o have Bechiel reduce these
estimates. Aftor several months whh Timited success, Bechiel executives werc summoned 1 8
meeting in July 2009 at FPL. headquariers. At that tinse, Bechiel reduced its estimates, giving
FPL ths sense thet further progress could be made with Bechiel. 'Witness Siall also noted that the
Seprember 2009 Executive Siecring Committee presentation indicated "that there was only a1
peroent cortaimy around implementation costa.”

FPL witncsz Siall also dispuied OPC witness Jacobs' staiement thal disclosme of
Bechtel's estimates at the Septemiber 2009 hearings would not affect negotimticns between FPL.
and Bechtel, He sssorted ifwi roporting the Bechtel estiimates could be scem a9 tacil approval of
themn, or that FPL afforded them some validity. In addition, witness Sl nrgued that witnoss
Jacobs is incorrect when he clalms that the cost catimales in the July 235, 2000 lorecast reflected
all effortz to “push back™ on Bechtel’s amounts.  Witness Stall sovied that the Fuly 25, 2009
aumbers voly capture Bechtsl's initiel responze to FPL's “push back™ offors. In cur sails
depoyition of OPC wilness Incobs, be exsentially conceded thiz point.

We find that ta resolve this compound issue, (here are three points (o be adidressed:

(1} Did FPL willfully fail t3 provide updeted EPU cost estimates by the time of the
September 2009 NCRC hearings?

{23 Was FPL roquired by Rule 25-5.0423, F.ALC., 1o update iz EPU cost cstimmtes by the
time of the September 2009 NCRC héaringa?

{3)  Did we noed updated EPL) cost information in order to make an informed decizion &t the
Sepiember 2009 NCRC hearings?

We addreus each point individually.

(1)  Wilthully Withholding: As discusscd above, FPL admits it consciously made ihis
decision not to. update the testimony of FPL witness Kaundalkor flsd in May 2009, Because it
hnd not completed “scrubbing™ the numbers. received from Bechtsl, EPU coul estimater during
2009 were in fiuk, and FPL had sol concluded vetting the revized EPU cost forecasts. FPL
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witnesses Olivera and Siall tesiified that it is FPL's practice to perform and compiete this vetting
prior to extermal ralense of such information,

OPC ncknowledges in its position stalement thal FPL consciously decided nol to provide
EPU cost updntes, but apparently proceeds to squsis “consciously withholding™ with “witlflly
withholding." Similarly, in #t8 brief, OPC asserts that “FPL knew, but intentionally withheld,
information demonstrating that the cost of the project had substantially increased.™

We find (et FPL “consciously™ or “intentionally” decided not 1 updme witness
Kundalkar's tostimony. However, for the reasons sinted below, we do not find that FPL willfuliy
withheld information we needed to make xn informed decision.

{2} Required 10 update by Rule 25-6.0423, F.A.C.: FPL acknowledged in ils brief thay this
rule obligates it Io provide information on nuclear project costs In March and May of =ach year,
and to filea feasibility anklysis in May of each year. FPL asserted that it ™. . . fully covplied
with these obligations; presenting the best information it had available =1 the time of these flings

OPC noted that Rule 35-6,0423(EXN), F.A.C., requives a ufility 1o submit snowally an
eslimare of & nuclear piojects In-service capital costs, and thiet Rule 25-6.042%5)4c)5, F.A.C,
requires il submil aomuslly & feasibility analysis, OPC contended that “A rule that o utility can
ignore, or 1o which a wility can respond with ovidaled or soperseded Information, 1= no mule m
nl!ii;d‘; FI’;L ronsciousty end deliberately chose to withhold information necessary to comply
with the rule.™

We respectfully disagree with DPC's conclusion that FPL sonsciously and daliberatoly
chose to withheld information necessary to comply with the rule. The rules cited provide for
sl filings; beyond that, they are silent. In general, we pgree with OPC witness Jacobs’
mssertion during his deposition that ™. . . #t's the inheérent responsibility of the wtility 1o provide
the most recent infurmation 1o the Commission o give the Commission the best information
poasible to muke an informed decision.™ However, witness Jacobs siso agreed thet he hnd not
provided in his testimeny sy guidance to us ar FPL 2x 10 the disclosure of preliminary cost dita.
We find that if reliable vpdated cost date i3 avadlable prior to sn NCRC hearing, itis reasonsble
T2 expect that it will be presenied to us for our consideration. However, we note that while FPL
acknowfedged that cost estimates for aspects of the EPU project had increased during 2009, ihe
company hed nol completed validating and vetting these estirnates, which is standand compeny
practice prior to external relesses of informatfon. Since the information in question (EPL intal
project cost catimate) had not fully compleiod FPL' vetting process ot the tme of the Szplember
2009 hearings, we find thet FPL did not willfully withhold necessary informetion. We note that
utilities are charged with an implickt obligation 1o grosent this Commission as the trier of [ec
wills selinble, vetled informnation necessary for us (o make an informed decision.

{3} Whether we neéded updated information lo mnke an informed decision: FPL mrgued in
its brief that whether or not FPL had updated its tots] project costs, it would hive kad né bearing
on olr determination regarding the prudence of 2008 EPLI costs, or the reasonableness of 2009
and 2010 costs. Al hearing, OPC witness Jacobs. confirmed thet decisions regarding costs
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already incurred were unaffected. The cost estimate that OPC masaried zhould have been updated
perining Lo estimetes of the project’s total completed eosts, but this amount had no bearing on our
decisions regarding costs incurred for 2008, 2009, ar 2010. At hearing the following exchange
occurred between a fellow Commissioner and wilness Jacobs:

Q. Futiure estimated cosis?

A, Future, yes. Tolal, Wolal costs, hotal estimated costs.
Q. Not cosis incamed.

A, That's tight, not ooty incured,

The anly decision thai possibly cowtd have been nffected would have been mregarding (he
feasibility of continuing the EPU project. However, FEL noted in jis brief that:

FPL porformed & sensitivity analysis In July 2000 of potential coxt Increases as
well ms potential unit outpul incresses, and fo determine whether the project
would aill be cosi-effective for customors using (hese assumptions. The
sensitivity ansbysis domonstrated that, even axsuming higher cosls withau! the
potential for incroased outpz, the EPU project sensained solidly cost-effective for
FPL s tusiomers.

OFC wilnesy fncob agreed thee the July 2500 sensifivity ssalysis shows that the EFU project
remained economically feasible oven at the highor cost estimabes.

We find that no necesssy informaion was withheld from us that we nesded to make an
informed decision ot the 1ime of 1he Septzmber 2009 hearlog.

Therefore, we Find that FPL did not witlfilly withhold information concerning the
estimaled capital cosis and its retmed long-term feasibility of the EPU peojoct as required by
Rule 25-6.0423, F.AC., and that o information was withheld 1hat we needed o make an
informed decision ut the time of the September 2009 hearing. However, we find that to the
oxtent thet relisble chianges 1o the estimated tolal project cost are known prior o an NCRC
hearing, it shall be reasonable to expect that this information ‘will be prescnted o us for our
consideration. We find thai FPL shall contivue fo provide to us with validaied, relinble updates
of t5ial project cost estimaica as they are ayailahle,

This issue is & Tall-out issuz (Bat teflecls docisions on all prior issves. Bused upon our decisions
sbove we approve 8 lote! jurisdictional amount of $196,088,824 for ihe net tolal 2012 NCRC
mnw-ﬁimum This amvount shall be ussd in establishing FPL’s 2012 Capacity Cost Recovery
Clausa factor.
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This issue addresser PEFy detsiled long-lerm feasibility emalysis of continuing
consinktion on the LNE as required by Rule 25-6.0421, F.A.C., and Order No, FSC-08-0518-
FOF-El.

In an effart 1o mitigwte the economic risks associmed with 1he long lead-tme and high
capita] costs essoclaled with nuclesr power plents, the Florida Legisiature enacted Sections
366.93 and 403.515(4), F.S., during the 2006 legislntive seasion. Section 366.93(2) F.S..
requires to us esieblish, by rule, aliemative cosl recovery mechanisms for the recovery of costs
incurred in the siting, design, Beensing, and constroction of & nuclesr pewer plant. We adopted
Rule 25-6.0423, F.A.C,, to satisfy the requirements of Section 366.93{2), F5. Rule 25-
6.0423(5)e)5, F.AC., states:

By May | of each yenr, along with the filings voquired by this paragraph, a utility
shali submit for Commission review and opproval & detailed analysis of the long,
lerm feasibility of completing the power plant.

In Order No. PSC-08-0518-FOF-El, wc provided specific guidance regarding the
requirements necessary for PEF to sabisfy Rule 25-6.0423(5)c)5, E.A.C. The Order reads as
follows:

ORDERED that Progress Energy Florida, Inc. shall pravide o long-term
Yeasibility analysis as part of its snnual cost recovery priscess which, in this case,
shall also include vpdnied fie! forecwsts, environmentl forecasts, non-binding
capital cost extimaies, and infbrmation regarding discuasjons pertaining to joint
vomership.

Addionally, the Coder containg the following language lending insight to our intont regarding
the long-lerm leasibility of PEF's. LNP:

We will review the continued feas{bility of Lavy Linits | and 2 during its annual
anclest cost recavery proceedings; thus, providing the approprigte checks. and
belances to cnaure thal the congtruction of the: nuclear unlis continues Lo be in the
hest interesi of PEF s ratlepayers.

Reguired Eleme

We find that PEF satisfied the submission requirements as omtlingd in Order No. PSC-DB-
0%518-FOF-E], with the information it Jws provided. We End that the forecasts, cast estimates,
and analyses arc necessary filing requirements to aasess PEF’s 2010 LNP feasibility analysis. In
addition, we reviewed regulatory and techmical aspecis-of the project. These alements provide n
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broad perspective for our Nindings reganding the spproval or denial of PEF's detailed fang-term
feasibility anndysis,

PEF's updaied foel price forecat was developed from the ssme industry-accepted
sources PEF bax used since the need determination proceeding. The table below dépicis the

medium range price forecasts of natuml gas used from the 2010 NCRC proceeding and this
year's filing for low, mid-reference, und high ranges used to support PEF*s. feasibility analysis.
Wo note thit the mid-reference nataral gas price forecest iz sliphily leas than the forecast
presented Inst year.

PEF Gas Price Forecasts
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None of the parties contested the accurncy or eredibility of PEP's fiel Torocnst, We nole
thet PEF, as in past years, continued to uso muliiple fuel price forecasis in its saniysis, The
range of forecam prices provides an expectation that sctual prices will be included within the
range, thereby lending eredibility ta PEF's cost-effectivencss smalysis. We find thnt it i3
ressonable to accept PEF's updated firel cost dats in this proceeding.

&—&M—M i - i =

Likewise, the updaied environments} cost forecasts PEF submitied were developed from
the same indusiry-accepbed sources PEF hns used since the need detzrmination proceeding. The
iable below depicts the price forecasts for four of the {ive carbon dioxide (COy) emission
scetiarios usod in PEF's cosi-cffectiveness snalysis. The fiflk scenario used a COs cost of $0.00.
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2011 PEF CO; Cost Forecasis
(S Tan)
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As with the fue! cost forecast, none of the parties camested the accuracy o credibilicy of
the emissions cost foraoasts PEF submitied. Wi alsa note that PEF, as in past years, continued 1o
use multiple price forscasts for CO, emissions In its analysis. The rapge of forechst prices
pravides an expeciation tha acial prices will be included within the mnge, thercby lending
eredibility to PEF's cost-effectiveness analysis. We find it is ressonnble 1o sccepl PEF's updated
fuel cosl data in this proceeding,

PEF estimiites that the cost of the LINP ix $22.3 billion, whick inctudes about $5 biflion in
earrying costs and about 3616 million in sunk costs. This is the same 1ol cost estimate as PEF
previded in the 20610 NCRC proceeding. The table below depicts FEF's cost estimates each year
since the 2007 newd determination proceeding.
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PEF's LNP Cost Estimate
InEliictlng AFUDT sl Sumbk Co

While dome inlervehors 100k exceplion lo PEF's cost estimalz, no evidence was
presenied fo refute or change PEF's estimate. PEF used its current projest cost estimate in
conducling its cost-cifectiveness analysis, Resulis of the analysis demonstrate that the cost-
effectiveness of the project has declined in comparison with the compoting plan withoul muclear
generstion. We find PEF s cost estimanc is reasonable.

4, Project Cox-Effectivencss

The CPVRR economie analysis PEF submified indicates that the LNP s economically
viable and has the potential 1o provide PEF and its customers with Tuel and environmentsl cost
savings over the life of the project. PEF wiiness Elnitsky testified thet the qualitative: fonsibility
nralysis of the enterprise risk fcing 1he LNP veals some changes in the enlorprive risk since
last yesr bt no dramatic increise or decrease in (he uncertainty associated with the risk facing
the project and no fundamental changes in these risks that indicate n need to cither nccelemts or
cance! the LNP at this time. The lable below shaws the resuits of the updated CPYRR analysis.
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PEF Summary CPYRR Review for 2011 NCRC Filing

Ecorfomic Reaufts Summinty Table (NCRC'Y Sindy)

Frpl Sxasitivities CapEr Sonsitlvition
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NEBE A poiive ammirer mdicaine, e LNP ot be. mars comt-TTeutl v tham The me nax e ajcreirve
Cranvrraty, u vegniive nuselier indicaley the |06 would ke v som-eilacsine 1SN the n-wickesr slicramr:

Ax shown in the able, the nnalysts resubie nre the 10 of 15 fuel sensitivity scenarios, st
100 petcent awnership, show savings over (he non-nuelear sltemative. At 80 pereent ownership,
the results are similar, and at 51 percent gwnership, 9 of 15 scennrios show savings, The capital
cost scermrios show similar resulie with oach of the 3 ownership cases showing savings in well
sbove 50 percent of the soenartos:

We note that the CPYRR analysix PEF submitted this yenr shows the LNP is lass cont-
effective than fast yeor's arnlysis: hvwever, the analysis still shows the LNP is cost.effective. h
has gone down due to lower gas costs, bul it is stiH positive.

OPC, joined by PCS Phosphate, argued that we should reject PEF's feasibility analysis
hecauze of the downward trend in the price forecast for netursl zas and the lack of leglatadon on
cirbon dioxide emissions. They ¢laim the downward trend of these risks “are causing ihe Lovy
Project to become less and less cost effective.”

OPC compared PEF's 200 and 2011 cost-cffecrivencss nnalyses 1o demonsteale =
decline. Having made that comparizon, OPC contended:

The anaual CPVRR anelyses perfonmed by PEF are not apples-to-apples.
comparisons of cost effectiveness. Each subsequent CPVRR anslysis doss pot
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allow effective comparison with the 2008 need detesmination CPVRR analyiis
mor allow the. Commission 1o determine whethor the Levy Project is becoming
more or less cosl effective. |

OPC appears 1o negale the value of its own 2010 w0 2011 comparisan. While we agree
wilh OPFC Ihat this year's CPVRR anulysis shows the LNP is less cout-elfective than in previaus
years, we: do not find thal the CFVRR annlysis we have relied upon since the need determination
i$ ineffoctive.

SACE argued that PEF's CPVRR economic snalysis demonstrales the LNP is not
econsmically feasible due to 1bs results of the low fuc] mference scenarinog, However, we note
thal our position, as cstablished last year, was: “We find that the Tow fuel meference scenario
should be discounted because it asstmes natural gas prices (o remain less than $5.00/MMBtu
over the niext 30 years™ The low [nel scenario in the 2011 analysis ilso has prives below
55.00/MMBmw over 30 yerrs. We note that the only sconario not cost-sffective for the mediurn
fuel iz the zoro cost for COy. ‘The project remains cost-effective fu the olher 4 medium fuel
scenarios at 100 percent awnership, While o onecan precissly prediet the future cost of ntueal
gas or COy emission costs, it is clear thet nuelear power will meduce both of these costs from
what they would otherwise have been,

OPC went lo some length in attempiing to demonsteme PEF failed 1o Tully consider the
negalive impagt of lower prices for nature! gas and the lack of any legisiation selling # cost on
cintbon dioxide emissions, SACE, an the ather hand, highlights PEF's carcfu] consideration of
these topics, but disugroes with PEF's conclusions, The énd resuli of the discugsion by several
intervenors is that the pmject is ool cost-affective.

Despite contentions by intervennors that FEF’s cost-efTectiventss analysis is defictent, we
lind ctherwise, Much of whal hrfervenory characterize as lack of vishility is due 1o responses
from PEF witnesses scknowledging an intervenor-proposed hypothetical situntion is possible.
No sttempt was made 1o determine what is probable. We find that the CPVRR snalysis
methodology PEF has consislently used, and which we have consistently acvepied s &
detsorisieation of cost-effectiverivss, is ressonsble.  Therefors, we find that the LNP is
economically femsible,

PEF ecknowledged conlimued uncertainties in the reguiadion of emissions and national
encrgy policy, NRC spproval-of he COL, impacts of the nuclear disasicr in Japan, and merger
approval with Duke Enargy, to nome a few. PEF witness Einitsky discussed these unceriainties
in depth which are summarizod as follows:

Allin dll, lttde has changed in & yenr. There hag besn no dramatic increase in or
decrease in the uncertainty associated with the wultiple fretors that impact the

¥ Onder Np. PSC-H-0095-FOF-E1, issued Fobraary 2, 2011, in Docker 100009, In_te; Muclesr Coyt Recovere
Clawge, . 24,




ORDER NQ, PSC-|1-0547-FOF-El
ROCKET NO. 110009-El
PAGE 30

LNP. ﬂmalsohwcbmmmém!ﬁmdmmmchmmmlhepmm
enterprise risks that either suggest moving forward more quickly with the LNP or
concelling the project at this time.

Severnl intervenors mentioned eoncems ‘about scme ol the regulatory uncertainties. We
find that PEF hac an effective process in phice io provide iis managemenl with an anpoing,
detailed anslysix of the uncertainties and risks that could impsct fis licensing: approval, and
amgimium riccesarry for project success, and that the peofect is feasible from u reguistory
standpoint.

I, Technical Feagibility

Clozsely related to regulnory issues are some technical isstms with the Westinghowse
AP0 technology planned for the LINP, First s the NRC cenification of (he latest design
change, Revision 19, to the AP1000. This process must be completed prior to & Combined
Operting License being {saued. Wineas Elniizky testified tust the approval process for the
design change is progressing well.  In Septembor 2011, the NRC stail made their Fnal
recommendation for approvel of the revision 1o the Al’mﬂﬂ design. The NRC commissioners
aré gxpected io vobe on thal recommendation in November. Assuming the recommendation is
adogeed in November, the nile change wauld becone effective in Febmuary, 2012, In addition,
witness Elnitsky noted that the NRC schedule shonld have no impact on the LN schedule.

The intervenors expressed skepiicism thar PEF's now nuclear unite would remain safe
after such events as the Japancee Fukushima Daiichi nuchear plarit disester. To that concern, PEF
whness Elnftsky explained tha the APIDOO ia u passive dexign thai does not rely on dieas
gencrators for core cooling an the damaged Japanese plants did. He also noted thet the Japanese
units were located in a high seismic risk srea while the LNP will be bullt In s low seismic sk
dren. In summary on this topic, witness Einfisky vestified:

These potential dsks were taken inte necount in our qualitative feasibility analysis
for the LNP. However, there is no reason to believe now thet the regulsory
approvals for the AP1000 and the COLAs will pot be obteined a3 a result of

recenl events in Jepan,

While intérvenars expressed doubi abaul the safery of nuclesr units since the Japantse
disaster, we: Mind thal the evidence supporta the LNP being viewed s technically feasible,
E. Funding Feasibifity

PEF witness Hinitsky testified as fo the autlook for PEF's sccess to capital:

The rating agencizs and equily analysis have generally responded favorably to the
mmnounced merger proposal. Upon announcement of the proposed merger, Fisch
Ratings (“Fitch™} affirmed the ratings of Progress Epergy and the Company and
indicaled the rating outlook was stebie. Moody's Investors Service (“Maody's™)
also affierned the Company®s eredit ratings snd placed them on stable outlook.
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Swndard & Poor's ("BRP7) placed Progress Energy and the Company on
Creditwatch with positive implicetions in responze 10 the announsement of te
praposed merges.  Moody's further commented that the proposed merger bettor
pﬂsitiuqs ihe combinad company fo undertake the construction of new niclear
generation.

The other partics did not conicst -wiiness Elnitsky's testimony.

We find PEFs current scoess to capilal markets serves as confirmation of PEFs
continued funding feasiGility.
E. Jolnt

OPC reised a concern about the current Iack of oy joint owners: “OPC esserts that joim
ownership i and remning & proeminent oritical risk which must be mitigaied . . .* OPC further
observes that the Florida Municipal Power Agency hes-signed a Iester of intett 0 purchase &
share of & nuclesr profect in South Caroline.

FIPUG argued, “Further, FEF has been unsble 1o secure any joint participation i the
praject, another Indication of Inck of vishility &1 this Hme. IL appears that the viability ol this
praject is in grave doobt.™ FIPURG furiher contends that the inck of wny pariners ix one of several
factors meking the projeot not feasible sl ihis point,

in contrast, PEF witness Elnitsky testified that PEF could go forwand with the LNP
wilhout joint ownership. He also pointed out that (e megative side of joint ownership is the Joss
of benefits. t0 PEF ralepaysars. Witnesy Elniisky explained that joint ownership agresments
entered inte by vome mumicipn! wilities reflest thal new puclear goneration witx & prudent
generation option for Florida, However, witness Elnitsky continued, these agreements: nppear (o
be non-binding and not Finn commitments: “Funher, there is tio indication that these municipsl
electric utilities are no kanger interesied In joinl ownership participation in the LNP st this time,"

We find by the prepondersnce of the evidence that joint ownership is not 8 project
feasibility concern wi this time.

. Conclusion

PEF presenied évidence thint examined the economic, regulatory, and I=chnica) factors
impacting the long-term feasthility of the LNP that demonsireted the project rernnins feasible. Tn
addition, FEF previded updated fue), environmental, end projest costs foreensis ag requesied by
us, Themfore, we accept a0 approve FEF's long-lerm feasibility mnalysis of the LNP,

OPC argucd that PEFs cosl estimaie i3 Vinscrneble,” und nol reascnsble. OPC based
these claims en PEF's filings with the Security and Exc Commizsion, which did not
include the current commercial operations date (COD) and PEF planning documents st
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exsinine PEF's opfions, including a later COD. A leter COD, OPC contended, would resull in
imw QO8t.

FIPUG contended a lack of competent, substantinl evidence and the inceriainty
aszocisted with the LNP make PEF's cost estimate unreasonable,

PEF witnczses Elnitsky and Foster tostified (hat the total estimated cost for the LNP,
including AFLIDC, approximately $5 biltion, and sunk costs of $616 million, was approximaly
322.5 hilllon. PEF argued that no evidenoe or cross examinalion questions coniested the
crealion, mmount, or reasonableness of its LNP cost estimale. PEF insisted that the issue should
be based on the mdisputed testimony of PEF witnesses,

We nate that PEF's cost estimate is unchenged sinee the 2010 NCRC proceeding, us
previously mentioned above. 'We find thet neither OPC's nor FIPUG's arguments are persuasive
and accept PEF's cost estimate.

OPC argued that it is ineressingly unlikely that the LNP wil] begin commercial service by
1021/2022, OPC pointed 1o PEF's filings with the Security and Exchenge Commission (SEC)
that did not include the surrent COD and PEF planning documenty that cxamine PEF's options,
meloding s lxter COD, 2 evidence that PEF was actually planning om & COD of 202772029,

FIFUG contended a Jack of compeient, subsiential evidence snd the uncerwinty
assoeinted with the Levy project make PEF's current estimaled COD unreasonable.

PEF wiincss Rinitslcy testified that the current estimated in-service dates For the Levy
units were 2021 and 2022, In addition, both the Mereh 2011 Levy Integraied Progeem Plan {IPP}
and & detailed project schedule for Levy show that PEF plans for the units 1o amter service in
2023 and 2022,

We rejm OFC's argurment, We view the lack of a COD on a SEC filing as speculative in

nalure, I ix well established in the record and (hat PEF publicly stating the 2021 and 2022

CODa belore the NRC and the PSC. Frisifying information in either of these forurns weuld

likely bring significant conssquences, Instead of accepting PEF's stalements of COD in many

ul’ﬂdﬂ documents, OPC speailated thet the omission of s COD In SEC filings was to allow PEF

t plan on v Jaier COD without misieading those who rely on SEC filings for financia!
investments or other purposcs.

Equally unpersunsive was OPC's conlention thet PEF's planning documents diwlicated
planning, mderway for & Iater COD, A company’s review of all availablc options for & long-
erm, complex project is mutine procedure in the business world. Such options might well
include earlier or later extremes of commercial operations date. Dusing cmss examination sboat
a PEF Senlor Management Commitiee {SMC) rotreal to discuss near-term decisions and longer-
term strategies, PEF witness Elnitsky explained, “The purpose of this analysis, again, was lo
stress our thinking ahout how we would regpond to some of these future events if they wore, in
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fact, to oocur and what thet would mwen in terms of our options around resource plansing.”
OPC’s witness Jacobs also testified abowt the management review:

Q: You would egree thist PEF's scnior management reviewed and appraved the
LNP IPP &3 of March 29, 2011, which shows COD 2021 wod 2022, and the
campany’s conmmitment iy fund the Levy nuclear praject several months after
the scenario znalyses were reviewed?

A That's cormect,

Failure by senior managers ta consider ell reasonable possibiliiies likely would be viewed
as irresponsible by both regulators and PEF"s board of direciors. PEF wilness Elnitsky testificd
that PEF's senior mamagers conducted such & review of long-ierm strategic considerations. Only
after that seview was completed and a plan wes approved did senlor managors commit to that
plen. The resulting March 2011 IPE for the LNP tat each SMC member signed commits PEF 10
cammercial operational dates of 2021 and 2022, Likewise, we find FIPUG's contenfion (hat
evidence FEF submitted was neither compotent aor substantial, is net convincing.

Therefore we note thet PFEF has used the 20212022 datex in its annnal feasibility
apalyscs for 2010 and ‘2011, sx previously discussed sbove We nccept PEF's cstimnted
cammercial operations date for Levy Units | & 2 25 2021 and 2022, respectively.

This issue addresses whether PEF's ‘current activities relating to the LNP qualify as
siting, design, licensing and construction of & nuclear power plant as contemplated by Section
364.93, F.5.

In Docket No. [00009-El, we wore presented o similar issue Br consideration. The osly
differenoc between the issue preserited in 100009-E1 and the one identified in the current docket
i1 the inclusion of the wends o date

As stated in Order No, PSC-1 1-0095-FOF-El in Docket Na. 10090%-EL, ¢he intervenors
(OPC, FIPUG, SACE and PCS Phosphate} contended that:

PEF*s actions do not compart with ihe purpose of the statute, which is 1o promote
investmenl in nuclear encrgy through the siting and uldmate construction of
nuclesr power plnts. They argue that PEF has decided to suspend all work end
major capitel expendifures on the LNP except that necessary 1o continue is
attempt at obtaining w COL from the Nuclear Regulatory Commission (NRC).
They furiber argue that the ulility is not engeging in the siting, design, licensing,
and corsnection of & ouclear power plant.  Atso, the Intecvenars assent that no
PEF witness could testify that the LNP project would be buili, thus, there is
uncertyinty whether the nuclear plants would be construcied.  Moreover, the
Intervenors contend that today, the project is on hold lor at least S years and any
safoty reloted construction cennol be undentsken until at least three steps occur
(1) the NRC must issue the COL; {2) The PGN Board must vote to authorize
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management o give notice to the EPC contrector to restart the wark, and (3) the
notice most then be given to the contractor. PEF bes testified thet this process
will not likely take plsce until 2013 a1 the easliest, if at all,

{Order Mo. PSC-11-0095-FOF-EI, pp. 10-11) As resolution of the intervenors’
contentions, we {ound:

In analyzing this issoc, the main question lor us to consider is whether & wility
must engage in the siting, deign, licensing and conmruckion of nuclear power
plent activities simultancously in order lo meet the siatutory requirements under
Section 366.93, F.8.

Besed upon our analysic of the applicable siatte, our prior decisions, and prior
Florida case law, we do not Find that a utility must engage in the siing, design,
licensing, and construction of nuclear power plant activities simultancousty in
onder to meet the statotory requirements under Seetion 356.93, F.5. We [ind that
a utility must sontime o demonslraty ity intont to build the nuclesr power plant
;‘m \;’hiﬁ';l it secks advance wecovery of costs to be in compliance wilh Section
- ﬁﬁ: 3‘| as.

{Order No, PSC-1 1-0095-FOF-EI, p. 9} Additlonally, we foumd:

We find that PEF contimues to demonstrate its intent % build the plamt, PEF
amended [ts engincering, procurement and construction {EPC) contraet to build
the planl. ..... PEF's wilnesses testified that the utility will continue its wetland
activities work with the Florids Departiment of Environmental Proteciion and the
Linited States Ariy Corpy of Eogincers. The witncsses also testified that ihe
utility will manage, supervise, and support long lead material vendor work,
continue AP1000 design sapport and work, and engage in shared construciion
progmm work mkh s modole design and construction  initiatives with
‘Westinghouse end Shaw-Stone & Websicr. Thercfore, we fnd that PEF
coentinues to demonstrate its intent to build the Levy power piant

{Order No. PSC-11-0095-FOF-EL, p. 11}

In prehéaring position stsiemenix, the intervienors’ main focus conceming this issue
revolves aroumd the question of whether PEF's LNP aciivities demonstrate the tequisite intent to
construct the LNP project as contemplated by Order No. PSC-11-0095-FOF-E1.

PEF wilness Elnitsky identifled and described werk on the LNP performed during 2010
and 2811. Witness Elnitaky further identified work which PEF plens to begin or complete durlng
2012. In general, wilmess Elnitsky stated:

All of this work on the LNP s reesonabile end necrssery m 2011 and 2012 fo
move the LNF forward on 8 schedule with the expected in-service dates for Levy
Units | and 2 in 2021 and 2022 respectively, PEF is moving forwand with this
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work on the LN? in 2811 and 2012 with the intemt of meeting Ihe current
estimnted in-service dates for Levy Units | and 2. All of this wkh:lﬂll and
2012 {s renstnable aod nteessary 10 meot that schedule.,

OFC witness Jacobe, in his prefiled testimeny, presented certain factors and observations
he idemifizd a3 support for OPC's position on tis issue. In general, witness Jacobs siated that in
his opinion actions 1o dawe by FEF “demonsteate that PEF™s intemal resalve ro compleie ihe LNP
appears 1o be weskening.” In ity poat-hearing brief, OPC argues that this weakening of Intemnal

resolve shows that PEF has not satisfied its burden of dsmonstrating reasonable iment.

SACE, in its post-hearing briel stated: “PEF’s activities and testimony make it clear that
while PEF muy intend to create the option to build the LNP it has failed to demonsirate that it

infends 1o nclunlly bulld the LNP.™ SACE argues:

isane,

This “option creation™ approach on the pan of both PEF and FPL fuils w
demonstrete the Tequisite intent to actially construct the new muclsar projects,
and, &5 o rosult, the utilities wre ol In complisnce with Section 366.93, F.8. and
thus are mot eligible for any furthér sdvence cost recovery under this stalutory
provision.

The remaining intervenors, FIPUG and PCS Phosphate, adopled OPC’s position on this

In wppum of PEF's demonstration of intent o build, witness Elnitsky provided the
following overview of LNF work performed, being performed in 2011, or which PEF plns o

perform in 2012:

The Company is nlso proceeding with work in 2013 2nd 2012 nocessary (0 mect
the currenl anticipeted In-service dates for Levy Units 1 and 2 in 2021 and 20232,

which is bazed on recetving lse COL by he second quanter of 2012, This work
generally falls within: the following broad task descriptions for the LNP: (1) the
performante of work activities needed W suppon environmenial permitting and
implementation of canditions of centifieation {CoC): (2) the continued disposition
of long lend equipmant (LLE) purchaze orders; (3} the commencemen of work on
en updated tremsmission stody given the corient, anticipated n-service dates for
Lewy Units 1 and 2, the comméncement of an updated Transmission Study, and
any associaed targeted Tand acquisitions; (4) the preparstions for, and the
negoliations of, the EPC Agreement Amendments(s) nocessary 10 cfficiently and
the current parttal suspension of the LNP and continue wit the LNP work on the
current, antitipated LNP schedule; (5} continued participetion in industry groups
to sdvance the AP-H000 design and aperatlon; (6) active involvement in indusiry
groups such as the Nuclesr Energy Institules (NET) New Plant Weeking Group
and Nuclear Plent Oversight Committer in addition w INPO's New Plamt
Deploymeit Exceutive Werking Group 1o engage and suppon indowry peers and
conatroctively inflience NRC senior management in the development of
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regulatory vesponse- i emerging lsmues. and (7) continved joint owner
negolistions,

in support of OPC's assertion that PEF's resolve and commitment to complets the LNP
in 202! snd 2022 is weakening, witness Jacobs offered the following summiry:

PEF's resolve and comminment 1o complete the Levy nuclear projet in 2021 for
Unit | and 2022 for Unit 2 5 clwiy weskening,  Factors: supponting my
conclusion inciude plenning seenarios conducted by the company ond senior
management of the compiny.

Placning Scangrigs: One of the most significant indicetors ix PEF's extensive,
micthodicsl, and senior exooutive lovel analysis of planning scenanios, which
indicate that PEF i3 seriously studying the possibility of further delaying the LNP
and relylng primarily on gay gcrmiﬁan in the curvent planning horizon.

When the 2011

CFVRleyus is sompared wilk e mysis the 2011 CFVRR
analysis dermonstrstos that the project is umfaversbic and not cost-effective. in
iMOng CARES.

5¢ risks. The two enterprise risks identified by the Company
wilh unlhvﬁnhlu 'atnds mre related 1o the lack of carbon Tegisiation and lower
natural gas prices. Both of these risks are Funcamenial drivers in the economie
Feasibility of the LNP.

:k of joint gwmepship. Joint ownership does not appear 1o be any more likely in
1{!1! than in prior years. Circumstances including increased estimated project
costs, schedule delays, and recent statements by PEF thet oo final decision has
besn made to build LNP indicate no foresesable récelpt of joint owners any fine
soon, if sver.

i blic . Fublic support for the NP end new maclear power
nnnsn-untiun mgmrnwmbedeclmingdmiuwmlmmwm
including the Fukushima evenl in Jepan, publicity related to tw CR3, Crysal
River 3 outage, NRC questions on the APE000 design, and r2cent flooding st Fort
Colhiousn Nachesr Plavt that got a lot of publicity.

In hiy ebutial testimony, PEF wilness Elnitsky addressed the concerns vaised by OFC
witness Jaooks:

PEF"s current [PP for the LNP reflects the Company’s commitment 1o the LNP
consistenl with the Company’s declsion in March 2010 to proceed with the LNP
an-& slower bymmmanmmmmﬂmmmmmmm:m
the partial suspension and focusing near-term work on uhuining the Combined
Operating Lizense for the LNP.  This decision is reflected in the April 2010 PP
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approved by SMC ....and sonfirmed its commitment ko the implementation of this
decision far 1he LNP when it [SMC] approved the cumeni LNP TPP in March
2011,

Witness Elnitsky Further stated:

Jacobs cannol and does nol dispute this testimony and evidence of PEF's
commilment to the LNP and its present intent to buld the LNF an the currenl
schedule with in-service dates for Levy Unils | and 2 in 2021 and 2022, Asa
resull, there is oo ressonable basls for Jacobs' “significant doubt,” “concems,”
and opinion Ul PEF's “iniernal rosolve to complete the LNF sppears 1o be
weakering”™ — or however tlze he charscterizes it In his testimony —~ bécause the
Company has cammitied 1o procesd with building Levy Unlts } and 2 with the
approval of the current TPP for the LNF consistent with the April 2010 decision
thal the Commission roled was reasonable. The Company is incurring cost in
2011 and 2012 10 implement that decigion.

We find wiliness Ebrisky’s Rctusl statemerits are comtistent with witness Jacobs

urderstanding of PEF's sqtivities conceming the LNB, When questioned by PEF, wilress Jacobs

Q. You would agres that sz of March 29, 2011, in the LNP integrated projecy plan,
Frogress Energy Florida's senior management approved continued spend and in-
service dates of 2021 and- 2022 for the LNP project; comrect?

A, Thll‘!mln

Q. You woukl ngree this year PEF is implementing the decisian it presenied and the
Commission approved in the 2010 NCRC dacket; correct?

A, Yes

Q. You would agree with we. that PEF's plan for the LNF hes not changed since that
presented In the 2010 NCRL docket; cormeet?

A. | believe there were some minor changes fn the 2011 IPP compared 1o the 2010 IPP,
but the overall plan has not changed,

Q. The pian has not mmesial change ~ Materlally changed in your opinion?

& Thar’s correel. Padicularty in terms of in-servite date,

In its post-hearing beief DPC offered the Followit: argumenl:

While FEF publicly mainising that the “plan of recard”™ (which reflects the IPP) or
POR hus not changed for the Levy Preject, Progress Energy hes been sending a
mixed message about Levy commercial opertions dates. Despite PEF's
protesinifons 1o the contrery, evidence adduced at the heaning contradicts PEF's

agsertlons. Pwowss Ewtigy's sctions (both publicly and as reflected in the
conifidential record in this case) have undarmined confidence in PEF pyblic POR
for the Levy Projéct, These mixed messages include the following: Siatements in
the media by Progress Energy that it has not made a finel decision 1o build the
Levy Pmject; The serious strategic scemarjo plenning exercises undeniaken by
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Progress Brergy”s Seniar Measagerment Commitles [SMC] an the eve of the 2010
NCRC procecding; Material chenges to Progress Energy’s Security Exchange
Commissiom. two most recent 10-Qs, deleting all reference o 4 Levy Project
cammercial operation date; and qualified statements o the NREC md Commission
about the project ‘s commercial operation date.

PEF provided the following srgument conceming its intens:

Intervenors did specufite about different LNP in-sarvice dates based on Progress
BEnergy Ine.'s Secvrides Exchange Commission (SEC) filings that fchaded the
cuzrenl esinblished Levy units' in-service dates and, Inter, did not; and sralegic
planning scenurio analysiz PowerPoint prescniations that included laler in-service
detes. for the LNP in scenarios that do not reflect the expected plan for the LNP
reprasented by the LNP plan of recond in the sobsequently excewted LNP [PP.
This is speculation, not evidence. The evidence demonstrates canelusively. the
SMC-opproved TPP for the in-service detes for Lovy Units 1 and 2 s 2021 and
2022,

In reviawing this isime we look guidance from Onder No. PSC-11-0005-FOF-EL. We
note on pege P of the Order that s wiility nead not engage in the siting, design, licensing, wixd
construction of nuclear power plani activities simultanesusly in order o meet the. stabnory
requirernents under Section 36693, FS. Further, as notcd on page |1, the utifity musi

demonstrate, through its actions, an intent to build the noclear power plant for which it seeks

pdvance recovery of cosis o Be fn compliance with Scction 366.93, F.S.

We find that PEF has- satisficd Section 386,93, F.5., zsince tho LNP sctivitias undertaken
in 2081 snd projected for 2012 clearly il within the sistulory definition of preconatruction or
construction. In addition, PEF's pmjocl plan as identified in the March 2011 TPP basd not
meterially changed from Iast year's pien that was presenied to and approvadb}rmi-n Docket Mo,
100009-EL. We note that the argument offered by the Intervenors in suppart of their position an
meeting (he siatutory requirements is substantially the same as thet offered by thesn in Docket
No. 100309-21, Since this argument was rejected by us in Docket Na. 100009-E£, and given thst
the PEF"s project plan has not materially changed, we find that she Ieiervenor's argoment.- shall
be rgecied in this docket i well.

Addrossing demonitration of intent, we find that the faciors and ohservations identified in
OPC witness Jacobs testimony, taken in part or &:a whole, would nol led one 10 a conclision
cmmingimmu Wa nota that when witness Jacobs wis croys examined as 1o what PEF should
be doleg thet it is not cumently daing 1o exhibit s intenl to build the LNP, wiiness Jacobe
responded that PEF should have submitted swom testimony that il is planning to build the units
in 202} und 2022. We find that PEF witness Einitsky repeated offer just that ststement in his
profiled and Hve teslimony ai hearing, Likewiee, we And that the arguments-offered in OPC'y
brief conceming “mixed messages™ are; &t best, speculstive in characier and therefore ndd Tinde
Suppost 1o conclude that PEF"s intent 1o build iy in question.
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We find that PEF"s ections continoes to demonstiate i3 intext 0 bujld the LNP. The
project has been approved by PEF's Senior Menagemani Commtittee and Board af Directors as.
required By PEFs policy and govemiog procedures, The LNP is an sictive project under existing
NRC licensing spplication and construction contract. The project is controlied according to the
project parameters contained in the March 2011 IPP. One of the parameters in this IPP is an in-
gorvice date for Unit 1 of 202 and 2022 for Unit 2. Thess i-sorvice dates sic supported by a
project schedule. The project nctivition identified by PEF that are planmed, undertaken, or
completed during 2011 nnd 2012 are consistent with this project schiadule.

Given the guldsnce afferded by ue in Owndor No. PSC-11-0095-FOF-El, and 1he
preponderance of the evidence in the rocoed, we find thar PEF hax satisfied the requirement 1o
demonstrate its infent 1o build the auclear power plem for which #t secks recovery of costs.
Thesefore we find Ihet find PEF*s sctivities to date continue lo demonsirate PEF*s indent 1o build
the LNP a5 conlemplated by Section 366.93, F.S.

This issve addresses project management, contracting, accounting and oversight conieols.
employed by PEF during 2010 for the LNP. 'With the exception of FIPUG, no specifie concems
or deficiencics were identifiod by the inlervenors or audit staff witnssses:

PHF wimnesses Garrenl, Franke, Hardizon und Elnitsky provided reviews of PEF’s mmjor
prajecl management Sysiems and identified key dctivities and changes that tock place in these
sysiems during 2080. As stated in wilness Hardison's prefiled testimony, there have been no
substantie] changes to the LNP project management and cost oversipht contvols since she
doscribed them in Docket No, 180009-ET. Witness Hurdison further testified that n both 2009
and 2010, PEF hired independent expert Gary Doughty of fanus Maniagement Assobiates, Ine. o
review the reasonsbleness and prodence of the project manegement and conirol systems that
were fn place lo memage the LNF. She testifiod that Mr. Doughly was not reteined this year to
review the LNP project management and oversight contiols since there has been no subsiantial
change to these sysiems since Lifs roviow in 2010,

This was confirmed by PEF witness Franke who noted ihat, for the LNP, these
management stendards, pollcies and procedures huve been epproved as ressanable and prdent
by us for three conseculive years.

Sinee the LNP iz & mejor project, PEF wimesses Garrelt and Franke both stated that the
project must comply wilh PEF's major capital projects IPP procedures.  According 1o witness
Garoeit, per PEF's policy, all projecty equal 1o or exceeding $50 million require completion of an
{FP which must be approved by & Projest Review Group, the Senior Manspement Commistee,
and the Board of Directors. '

Witness Hardizon svoted that PEF senior management revized the LMNP PP in 2010 i
incorporate PEF’s decision to proceed with the LNP on & slower pace by extending the partial
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suspension of the EPC sgreement and Foousing on near tezm work to obmin the COL for the
LNP.

Witness Elnitsky confirmed this changs in the IPP and described sctions thal PEF ook 1o
implement the Company's decision to continue o pursuc the COL. Witness Elnitsky-stated that
this pmject -approach was found (o Le reasonsble by us in Order No. PSC-11-0095-FOF-£1,
Actions ideniified by witness Elnitsky included: continued work with the NRC on cbtaining the
LWNP COL., work on abtaining or fulfilling other regulatory permit requirements, work on the
disposition of Long Lead Equipment {LLE) purchase orders, end preparations for an updated
trenamsission study.

PEF's LNP accounting wnd relsted conirols were described by withesses Garretl,
Herdigon and Elniteky. Witness Garreit noted In his prefiled testimony that project accounling
md cost overgight controls- uiilized by PEF to ensure the proper accounting treatment for the
LNP and CR3 Uprate projecis have not substantively changed from those found st year by us-
es prudent. However, 2ccerding to witness Hardison:

PEF contirues to review polivies, procodures, and controls on an ongoing basis
erad makes revisions and enbancements bised on changing business conditions,
organizational changes and lessond feamed. This process of continuous review of
our palicics, procoduses, and controls is a besl practice in our industry and is par
of our existing LNP project management and cost conirol aversight,

PEF witnoss Hardison identified that during 2010 PEF revised or enhansed 68 corperate,
nuclear and EPC procedures. [n addition, eight new proceduses were cremted.  Of these sight
new procedures, five were new “Project Management Center of Excellence” procedures which
generally address the management of corractors for the LNP. 'Witness Herdison also noted that,
during 2010, a vendar invoice sudit was completed by Shaw and the Joint Venture Term
(Sargent & Lundy, Worley Parsons, and CH2M EBII). Activitics performed uncler this audit
included & review of vendor time, expense, and subcontract provedures and verification that
invoices wers being bibed according Lo contract terms end conditlons, Coniract langusge was
also sirengihened in all Joint Venture Team COLA contract work authorizations te better define
the change arder process.

Witness Garrett stated 1hal PEF verified that their accounting dnd cost oversight contaly
are offective based on the standards and framework established by the Committee of Sponsoring
Organizations of the Treadway Comemission. This framewark includes reviews by both internal
end exiemnal audil teams. During 2010, PEFs internal suditors determined that PEF maintained
cffective contrals over financial reparting and jdentified no ‘materisl weskmess within the
required Sarbanes-Oxley contrals. FEF's extornal suditor, Deloitte and Touche, also determined
that dyring 2010, PEF mgintained effeciive contmls regarding inaneial reparting,
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In sumininry, witiess Hardison coneluded:

These project mamagement policies aml procedurcs mflect thie colletive
experience and knowiedge of the Company and have been vetted, enhanced, and
rovised over several years to reflect industry leading besl praject management and
cost oversight policies, practices and procedures. We bolieve, terefore; thal our
projoct managernent policies and procedures are consistent with the best practices
for capital project menagement in the indusiry and are reasoouble knd prudent.

Audit siaff witnesses Coston and Carpemtor reviewed PEF's praject management,
azcounting, and related controls in their 2011 awdit report on CR3 &nd LNP. In thiz neport,
witnerses Coston and Carpeniter stated; “The primary éhjective of thix review was to document
praject key developments, afong with the organtzation, management, internal controls end
oversight that PEF has in place or plans to employ for these projects.™ A review of this repart
revesled no recommendations or issues conceming project managenent of project conbrols.

A review of OPC witness Iacobs’ lestimoity revedled that he did not Focus his efforts on
the sdequacy of PEF's project management and cost control given, in his opinion, the time
comstraints in the docket. 'Witness Jacobs, in his testimomy and in cross-examination, sited thal
e hid nio opindons conceming PEF'y efferts in this sreg during 2010, Witnesa Hardison noted in
her prefiled testimony that witness Jucobs had mvdowed e LNP management and cost contrels
in the 2009 and 2010 NCRC proceedings. and had expressed no apinian eoncemning the prodence
of these systems or offered any recommendalions: conearning PEF's LNP projict management
and cost oversight controls.

In their-post hearing briefs, OPC, PCS Phosphate, and SACE staed nd position on 1his
issse. FIPUG, in fis post-hearing briof, stawed that: “as a condition precedent to finding that
certain 2010 costs were sorsonsble and prudent; the Levy praject must be fomsible” We
disagree, Wo find thai the application of 2 forward Jooking analysis, such sz ihe Feasibility
snalysis, when determining i & pasi cost was prudemtly incurred would be an inappropriate
application of hindsightl review and Inconsistent with our practics in this dockel.

Based on the foregoing: we find thar FEF's 2010 LNP project management, socaunting,
arid related controls were subjected o & reasonable level of review and sxsmination seiTicient to
determine prudence, We find that the leve! of review and examinafion is significant because,
“the standard for deicrmining pradence is consideration of what a reasonable wtility manager
would have done, In Jight of the conditions am circumstaneey which were kiiown, or should
have been kiown, nt the time the decision was made." {Sce Ordor No, PSC-08-0749-FOF-EI, p.
28} We note that we once again allirmed this opinion concerning the prudence standard in Order
Np. PSC-09-0783-FOF-EIL:

The applicable standard for detéermining prudence iz consideration of what a
rensonable wtility mansger would bave dene in light ol conditiens and
circumstances which ware known or should have been know st the time the
decision was.mude,
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We further note that a review of the record produced no evidence that any 2010 LNP
project management decisions or sccounting acilons weme challenged 23 lo their need or
reasonablenesy nor did eny intervenor ideniified that these decisions or actions prodvced an
unreasonable or mprodent resull

Therefore we find thet project nsanagement, contracting, sceounting and cosl oversight
controls employed by PEF for the LNP during 2010 wepe reasonable and pradent,

This issue addresses PEF's request concerning the prudence of 2010 fina! costs and true-
up amounts for the LNP, PEF wiltiess Gureett provided support for e activities and the method
used o devermine the requekied recovery amoumts. PEF wilnesses Handison and Elnitsky
provided deseripiions of the activiliés and projest cost variances sssocialed with the final 2010
costs and truc-up amounts for the LNP.

Witness Garrett stated that the data was takesi lrom PEF's books and records that are kept
in accordance wilh general accepted accounting principles snd practices. provisions of the
Uniform System of Accounts, and other sccounting rules and orders s cstabfishod by this
Cormmission.

Witness Garrett identified the 2010 LNP coms PEF belloves were prudently incureed,
These costs include; Capital Coste in the amount of SRR (579,917,102 hurisdictiona®),
O&M cxpenses of 32,877,079 £52,496,726 jurisdictional), Casrylng Costs of $49,280,391 end
credit to other adjustments in the amount of $5,302. In support of PRs request, witness:
Hardisor: stated-in her prefiled testimony:

These 2010 LNP cosis were incurred in connection with licensing application
aclivities o support the Levy Combined Operating License Application (COLA)
to the Nuclear Regulatory Comnmission (NBC), enginesring snd procumement
activities in support of the COLA, and for contimution of PEF's Engincering,
Procurement and Construction (EPC) contract -and disposttion of Lang Lead
Equipment (LLE) Purchase Orders (PO) for the LNP. In addition, costs were
incired for Levy Tiansmission sirstegle land mequisition acHvifies. PEF took
ndequale Steps to ensure that i 2000 LNP costs were eascnahie and prudent and
thut i of these costs were necessary to the LNP for the completion and operaiion
of Lavy Units § & 2,

PEF witriess Elnitsky provided s detailed review of PEF's efforis dusing 2010 conceming
the disposidon of the LLE purchase orders.
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The final 2010 project cosis wire compared to our prior approved recovered nmounis 1o
determine the net final tire-up amounl for 2010 as n 360,743,434 over-recovery., Wimess
Garrett siales that PEF {s requesting that we spprove, as reasonable, this aver-retovery amouant as
PEF"s 2010 final true-up axl incorporate it in determining the 2012 recovery Factor.

The make-up of the final 2010 LNP true-up is the summation of the following faciors: a
$58,175;233 over-projection of Preconstrustion Costs, a 31,190,702 over-projection of ORM
expenses, & §1,372,188 over-projection of Casrylng Costs, and a 55,302 over-projection af uther
adjusiments,

OPC, PCS Phosphinte, and SACE in their post-hearing briefe did not offer n positian an
thig issue. FIPUG stated In s bricd that, “This i3 & [l our afouni from the subsintive issues.™

Az previoualy discussed shave, the stindird far determining prudencs iy consideration of
what & rexsonable utility maneger would have done, in light of the conditions end circumsiances
which were known, or should have been known, ot the Bme the decision was made. Order No,
PSC-08-0479-FOF-EL p. 28

In reviewing the post-hearing position of the parties, we note that no speeific items were
identified conceming PEF's requested 2010 Incurved costy snd Onel trug-up ainounts for the
LNP. We ngree with PEF witiesa Elnitsky's observation that none of the mudil sl or
intervenor witnesses’ testimony filed in Lhis proceeding dispoled PEF’s testimony and otler
evidence thet the actusl costs for the LNF In 2010 were pradently incurred,  During oross-
examination, OPC witness Jacobs, stated be had no opinion whether 2010 LNP actual costz were
prudemtly incurred. Reviews of audit staff witnesses® sccounting and mnrageiment roview audits
idenilficd no recommendations concerning 2010 LNP costs,

Consistent with our degixion above, our werification of PEF's calculations, trus-up
amounts, and a preponderance of the evidenes in the record, wie find that PEF hee demonsivated
the prudence of its requesied 2010 LNP costs and true-ap amounis, Therefore we aonrove the
following amounts as prudenily incurred 2010 LNP costs: Crpimi Costs of SHNENNN
(379,917,103 jurisdictional), O&M expenses of $2.877,079 ($2,496,726 jurisdictional), Carrying
Cousts of $49,280,391, and & credit to other adjustments in the amount of $5,302. The resulting
final 2040 true-up of negative 360,743 424 shall be used in determining the 2012 NCRC
recovery amount.

Rerenery of SV MO DM Ned Lperaline Licsnse L osis

Thig isnse addresens whether it is reasonable For PEF o ncur any estimated 2011 LNP
costs nol necessary for receipt of the COL.  PEF witnesy Elnitsky ideniifizd LNP actions and
attivities. PEF continued to work on or started during 2011, Witness Einitsky furtter described
the imporience and necessity of the identified 2011 project sotfvities. In general, conceming the
need and reasonableness of these sctivities and costs, witness Elnitzky stated:

ANl of this wirk on the LNF is reasonable and necessary in 2013 and 2012 to
meve the LNP forward on & schedule with the expected [n-service dales for Levy
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Units | and 2 in 2021 nnd 2022 respectively. PEF is moving forward with this
work on the LNP in 2011 and 2012 with the intent of meeting the cument
extimated In-service dutes for Levy Units | and 2. Al of this work in 2611 and
2012 is veavonable and necessary-lo moet thay schedule,

OPC witness Jacobs provided support for OPC's position thet recovery of 2001 LNP
coms should be limited to only those activities necessary %0 obtain receipt of the LNP COL,
Witness Jacobs staied:

While the Cammission may have found PEF meets the minimum fes1 set our {n
the 2010 NCRC order of “demonsirating an intent to build" PEF's sctions
contirue 1o demondtrite doubt ms 16 the: likelibood of completion of the project on
the current schedule ~ i st all, For this resson, customers should not be forced o
begr amy of the costs beyond that needed 16 mest PEF's Commission-endorsod
goal of spending hundreds of mitlions of dollars to receive the COL befors then
dociding where to go next.

FIPUG and SACE's position copceming the recovery of 2011 LNP custs, us reflecied in
their post-hearing: bricfs, is that: “PEF failed 1o demonstrate the requisite intent 1o actually
sonatruct the LNP: therefore, we should niot spprowe recovery of aay estimeted 2013 vosts nal
neccssary for receipt of the COL.» We addressed the issue of intent above,

PCS Phosphate, in its post-hearing bricf, adoprzd the position of OPC. in fig post-hearing
briel OPC recommended that:

[The Commission dizallow s wmreasontble all the yet-to-be-incurred nan-COLA
cosis PEF estimaites 1o fncur in' 2011 and projects 1o incur in 2012, Alematively,
the Commission should find the following ss two wonditions precodent bofore
allowing receipt of mny non-L{LA cosis on a trus-up basis; [) the receipt of 1he
COL; and 2 PEF™s alfinnative md irevdcable decision to lssue the FNTP [Final
Notice to Froceed] and thus proceed with the Levy Project sccording to the
202172022 commenial operations dates.

Az presented In OPC witness Jacobs' testimony in Docket Mo, 100009-El, we have
reviewed and fourd as reasomable PEF's revised LNP approach 1o procesd with the LNP oo »
slower pace by extending the partial Repension of the EPC contisct and focus-hesr-term work
o olvinining the COLY  Dus 10 this chage in approach, wiiness Jacobs opined that we should
only allow actual COLA necessary cosis 10 bo recovered or defer recovery of all non-COLA
tosts 10 b later dete or dolormine that Any non inourred non-COLA éxpenses are unyeasanable s
this time.

We pole that dwing PEF's eross-cxamination of witness Jacobs, he responded 10 the
following LNP questions concerning reasormbility and necessity of 2411 | costs:

* Order No. #SC-) 1-0095-FOF-Ei, p. 25.
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Q. Is it true that it's necessary - - isn’f it truc thar it's necessary for Progress
Emergy Florida to perform preconstruction and construction work for the LNP?

A ¥Yes, Thal's correet.

Q. Mr. Flnilsky, a8 project manager, has testified the in-service dates for the Lavy
nuclear project are 2021 and 2022; isn’t thet correct?

A. He has testified that thoss are the datex included in the plan of record. That's
conecl.

Q. So Mr. Elnitsky has testified that the in-service detes are 2021 and 2022 in
fronl of this Commission?

A. That's carrecl.

Q. And you have no reason to disegree wilh Mr, Einitsky that non-COL related
precemstroction and construction wark would be necessary to meet those in-
sarvice dates; correat?

A, That's comeet,

Q. Nowhere in your 2011 testimany do you state that any of the non-COL
preconstroction or constrction costs ostimmted for 2011 and 2002 ape
unreasonable; right?

A. That's conreet. Only to ihie extent that they are, would be performed prior to
receiving e COL.

Q. You don™t staie anywhere that they’re unreasoneble in amount.

A. No. That's comrest.

Q. You don't stale anywherte that they’re unnecessary for the LNP.

A. That's comect,

Q. You would agree then that your testimony for 2011 includes no opinion that
&ny spocific 2011 ar projested 2012 LNP cost is unreasonable.

A, To'amount, thai™s correct. But not in timing of thoss,; of thase expenses,

Under additional questioning conceming the timing of non-COL activities and expenses
witress Jacobs offered the fallowing clarifying comments:

Q. Mow ! assume that your statement thet orly pursuing sctivities dhwt are
necessary o oblain the COL are what Progress should be doing. And m doing
su, it would not alfect the in-service date of 2021 wnd 2022; comect?

A, Thet's correct,

Q. So | would essume that those sctivities that efc not pan of the COL, (he
transmission work, land punchises, £t cetern, are nat an (he critical path for the

A. That's correct.

Q. And [ looked through: this, the inlegrated project plan. Is that the only
datumant you roviewed? Is there & more detsiled schicdule that clearly shows
whal critical path items are?

A. I'm sure there is. | have nol reviewed - - [ only relied on reviewing the IPF.
But, but L. I'm [emilinr with the schedule voquived (o build an AP1000 due 1o
my work for ihe Vaglle praject. T know thal schedule in deiail, and 1 know the
durations of activities that are required. And there's ¢poughi float in the Levy
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Counly wa:he&iﬂe 1o complete any work ihat's needed, any work that wauld be
delayed.

Q. And just based on the informaton in the integratad project plan mul your
oxperience for the Georgia plam? 1'm just rying to understand. Because
that's a very powerful siasternent that you niade in deferntining what is-on a
critical path end what ix not, and 1 want to undezstand wha you're basing that
on, So if you cen sfaborste on that again,

A. Sure. Weil specificatly we've said the tranymission studigs, | don"t know if
that's what you e refefring 1o, bul there sre severs] yeurs of time fo complele
the transmission studies end any trangrnission work that needs 1o be dons, amnd
that wark conld be accelerated. 1don'i believe that work has 10 be done prior
I reeeivitig the COL. And, again, since the campany hasn't even decided In
build the projoct, it seems fto spend additional money before making thal
decision is not reasonable.

During cvoss-examingtion, PEF witness Elnitsky veoiced disagresment wilh wilness
Jacchs's aszessment concerning the timing of son-COL activities and expemses.  'Witness
Elmitsky tegtifisd:

Q. Would you agree with Mr. Jacobs whon 1 asked him the question ars any of
those {tems (non-O0L)Y on the eritical path and that they would delay the in-
service dme of the projecty, and he indicated that nwone of those frems sre

~ eritical path items; do you agree with that?

A.No,ldonet And the reagin is we have a pretty detailed projec schedule thet
we've provided in production of documents that ¢learly Lays aut critical path
activilies necessary to mainiain the current 2021 service date,

Later, witneax Elnitsky was axked by FIPUG:

Q. Mr. Elnitsky, all of this kind of happened prenty quickiy with this document
(detailed project schedule). [ sppreciate you snswering the questions. | was
interested in mntching the items that you hed on your handwritten piece of
papez lo this, and 1 was hoping | could argue that alf the Hiema that ate on this
handwrittens gt thal don®t fall on eritical path sre nol tdngs we nced 10 be
spending mioney on. Would you kind of agree with that?

A. Mo, | wonld pot.  And, egsin, becsuse if you stop doing some of those
nciivities, thoase activities then become the exfifcal path beeause it disropts the
schedule.

Crur review of the record found no direct challenge 10 the level of what PEF presented 23
its actual or estirmated 2011 costs for the LNP. Nor did we find that eny ol the acrivities which
produced these costs were challenged by the intervenors on the grounds of (heir not being
necessaty for the project.  The information reflected in the exchange betwoen OPC witness
Jacobs amd PEF counstl supports this conclusion by us. Based on revcord evidence, we find that
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PEF has met its requirement (o demonstrale that these cosis nre reasonable in level and necessary
for the LNP.

Given our findings sbove concerning intenl, and the discussions above, the remaining
question to be addressed in this issue i the reasonableness of the timing of nen-COL ralated
expenses, Witness Jacobs opined thal certain non-COL related selivilies can be re-scheduled o
begin after the receipl of the COL. By implementing this change ity schedule, toual prnjml
spending would be reduced in the evermt thal PEF cancels the LNP shortly after COL receipt.
Witnesz Jacobs opined (5al based on his review of the rurrent LNP PP and his knowledge ol the
construction needs for Plamt YVogife [r plam oving the same AP1000 technology], the LNF has
sufficient “flomt™ in the projeet schedule to eccommodate his recommended delny in siarting
eeriain project activities.

. We agree with PEF witness Elnitsicy 1hat the detziled project schedule showing esitical
puths, as compared to the IPP, is & superior document concerning when an activity must be
seheduled to begin or ond 0 &3 to not affect the overs!l project’s COD or "“floal.” Further, while
we do nat dispute OPC witness Jacobs' understanding of the construction needs for the Vogtle
plant, we ot thet beyond building the seme type ut‘tmit.fl!muis no record evidente which
indicates a sirailarity of any other non-AP10D0 projeel requirments (such as transmission)
between the two projects. Given this, we do not find that thers is » basis to ovaluate wheter
thees 15 suflicient “foat” in the LNP schedule 1o sceommodste witness Jacoba' recommended
change in scheduling motivities based on hiz expert knowledge. 'We niote that our review of
revepled Lhat the prepanition for snd indiializetion of a tansmissicn study iz identified as a
critical path itern during the period under review, We find 1hat the information contained on the
dotsil project - schedule supports PEF's comtention that the timing of the non-COL activities is
reasonable.  As clearly displayed In this schedule, work on thess non-COL activities needs fo
begin in 2011 and 2012 1o remin on or within the sritickl path,

cunmlmtwﬂhmﬁndmlbnw and th:prupnndﬂmnu of gvidence i the record, we
find that PEF kas been ceasonable in incurting LNP costs in 2013 ineloding mon-COL related
costs which see ressansbly necessary to mee1 the scheduled 2021 COD date Jor Levy Unit I
Therefore, we find thist It iz ressonable for PEF to incur estimaied 2011 LNP costs which are not
directly necessary for receipt of tho combined opernting license for the Levy project.

This izsue wmidresses PEF's sequeast concomning twe reasobabloness of 201
aotnal/estimated and estimated trus-up amounts for the LNP. PEF witnoss Foswer provided
support for the ¢osis and method of calculntions used to determine thie n TECOVeTY
amount. PEF witnesses Hardisan prul Elnitsky peovided an owerview of activities, project costs
and varjanees associaled with the dciuab/estimated 2011 costs and wue-ug amounis for the LNP,

Witneas Foster staled st 1be schedules provided with kis lestimony were true and
accurate and Filed in accordance with the requiremenis of the NCRC and ather tules and onders
egiablished by us.
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Wilness Foster idemtifiesf 2011 LNP actualfestimaled costs that PEF believes weore
reasonmbly incurred. Thede costs include: Capital Cosg in the amount of STHIIEGEG
($72,747.008 jurisdictional), Q&M expenses af $1,557,76F {51,414, 573 jurisdictional}, and
Carrying Cesis in the amount of $48372 5235, In support of PEF's request, wilness Handison
provided descriptions of the activities associated with Ukse amaunts:

In 2011 and 2012, PEF has incurred and will continne to incur ressoneble costs
for wark on ity Combined Opereting License Application (COLA) 1o the Nuclenr
Regulatory Commiasion (NRC) and work related 10 environmental permiiting. nnd
implementation of the condiions of cenifications for iis Sile Cestification
Application (SCA), which was approved by the CGiovernar and Cabinet sitting as
the Siting Bonrd. This woik is necessary (o obwmin the required licenses and
permits for the LNP.

In addition, under #ts Engineering, Procurerneni, and Construction Agreement
(BPC Agreement) entered inlo with Westinghouse and Shuw, Stons and Wobster
{the Consortium}, PEF incurred &nd will conlinue 1o incur costy for Long Lead
Bquipment (LLE) items, associoted sipport costs, -and purchoze order
wonagement mnd disposition. PEF will zlso prepare for and commence
negountions of necessary smandinents o the EPC Agroemem 1o efficiently end
the current partial suspension of the LNF and continue with the LNP work on the
anticipated LNP schedule as discussed in the westimony of Mr. John Elniixky filed
in this dockel.,

In 2011, PEF will begin work on an updated transmission stuly given the
anlicipated in-service dates for the LNP. In 2012, PEF will commence work
relsted to detailed transmission design packages. In 201) and 2012, PEF will
continue activity associaled with ststegic lamd sequisitions for mmsmission lines.

As demonsirsied in my testimony and the NFR's filed &s exhibily 10 Mr. Foner's
lesiimony, PEF 1ook sdequate sieps to ensmre thal the cosis it incurred wers
reasorsable and prudent. PEF has alse provided reasonable projections for costs 1o
be incurred during the remeinder of 2011 and all of 2012, The cost of this work is
necessary for the LNP and therefore i3 regsonable.

PEF wiiness Elnitsky provided & detailed review of PEF's offorts on and U status of the
LNP during 2011 in his prefiled tstimony,

As testified by PEF witness Foster, a comparison of actun} 2011 LNP cosis to previously
approved projecied 2811 LNP costs results in a 2011 tie-up amount of & $5,775,217 under-
recovery. PEF is requesting thet this true-up amount be used in determining the 2012 NCRC
recovery mmount. The requested 2011 estimated true-up amount includes the following items:
56,190,954 undier-projection of Proconstruction Costs, a 32,409,310 over-projection of Q&M
expenses, and a $1,993,574 under-projection of Carrying Costs,
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SACE’s position concerning the recovery of 2011 LNP cosis is, “PEF has failed io
demonstrate the requisite intent 10 aclually comnstruct the LNP, therelors, the Commission should
ot approve revovery of ay estimaied 2011 costz nol necessary For reeeipt of the COL." As
stated, we addressed the iszue of intent above,

PCS Phosphate, in its post-hearing brief, sdopted the position ol OPC. FIPUCG stnted that
this is & fall out arnount Fom the substantive issucs.

Ins its post-ticaring briel OPC stated:

OPLC comests the stivwmied mom-COLA cosis and requests . that the Commission
finds and disellow the estimuted non-COLA costs o3 unressonable until after the
receipt of the COL mnd PEF's sffivmative and irrevicable decisicn 1o isue the
FNTP and thus proceed with the Levy Prejeci in arder 1o meel Lhe 2021/2022
eornmercial operations detes.  Allematively, defer o finding of neasonableness
until then,

Az we note sbove, none of the intervenors directly challenged the level of sctml and
cstimated LNF 2011 costs or chellenged the necessity of the activities which produced these
costs. In an attempl o identily the non-COL setivitier and associnisd smomnts;, OPC provided
the following mformarion in is post-hearing briel:

OPC urges this Conmission to find as unressoniablie, mmd thus disallow for 2012
recovery @ll not-yet-incurred non-COLA costs.  The non-COLA costs OPC has
identified for 2011 and 2012 are »g follows: $400,000 in transmission study costs
(T. 1359); $xx (confidentinl amount) in transmission engineering procurement
construction request for proposal (EPC RFP) and desalied design cosvs (T. 1860-
1861; Confidextial transmission EPC RFP smount shown in Ex, 250%: $3 million
ndditions! land acquisition costs (T. 1862); and $200.000 in costs 1o rowart
inkernal pre-FNTP negotistions md long-lead equipment (LLE) negotiations. (T,
IB63)

We were unable 1o verify the accurscy of the cost amounts identified iy OPC*s brief for
tha non-COL activities in dispute. Our review of the transcript references offered by OPC and
PEF witness Foster's Exhibit 149, leads v 1o conchude that the refersnced doller atnousits,
represent a mixed bag of activities, ull of which affect the calculations of & recovery amount in
uey ané yesr in different ways. Comsisten) with o findings above, ow verification of PEF's
saleulations amd tru-up anount, and the prepondirance of evidence in the recond, we fid that
PEF has derionsirnied the reasanabloness of ity requested 2011 actval/estimated costs and true-
up ammunis for the LNP, Therefore, we srevove s remsommble the following LNP
actual/estimaled 2011 costs: Capital Contx of SN (572.747.008 jurisdictional), O&M
Costs of $1,557,765 (31,414,573 jurisdictional), and Carrying Costs of $48,372,525. 'We alsg
approve as reasonible an estimated true-up of 2011 LNP costs of & $5,775,217 under-rocovery
for tige in: delermining the 2012 NCRC recovery amanml,
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This issue addresses whether it is reasonable for PEF io incur certain projecied 2012 LNP
costs which are nol necessary for receipt of the COL. PEF witness Elnitsky identified LNP
activities PEF has scheduled to begin or complete in 2002,  Wilness Elnitsky described these
2012 praject activities and why they are importani and necessary to the projecl. n general,
concerning the need amd reasonableness of these 2012 projecied costs, withess Elnitsky stated:

All of this work on the LNP iz reasonable and necessary in 201] and 2012 o
move the LNP forward on a schiedule with the expected in-service dates for Levy
Units 1 and 2 in 2021 and 2022 respectively. PEF is moving forward with thiz
work on the LNP in 2011 and 2012 with the intent of maeting the curent
estimated in-sorvice dates for Lavy Units 1 and 2. ANl af this wiork in 2071 and
2012 is reasonzhle and necessary lo meet that schedule.

OPC wilness Jacobs asserted thet recovery of 2012 LNP costs shauld be Fmited to anly
those activitiss necessary to obtain recoipt of the LNP COL. Witness Jacobs srgued:

While the Commission may have found PEF meets the minkavom test 2t out in
the 2010 NCRC onder of “demonstrating en intent to build” PEF's actions
cantinue 1o demonstrate doubt e 1o the likelihood of completion of the project on
the curremt sthedule - §f at all. Fer thix reason, customers shovld not be Forced to
bear mny of the costs beyond that needed 1o meet PEF's Commission-endarsed
goal of spending hundreds of mitlions of dollars to receive the COL bofore then
deciding where io go aext.

FIPUG s SACE's position Wlmmﬁng the recovery of ceriain projected 2012 LNP
costs, as neflected in their posi-hering briefs ix: “PEF kax fidled o demonsimite the requisiie
inter o actually construct the LNP; therefore, the Cormmission shoald not eppyove recovery of
any projecied 2012 cosly nol necessary for receipt of the COL." The issue of intent to buitd was
addressed abave.

PCS Phosphate, in its post-hearing brief, adopted the position of OPC. In fis post-hearing
beief, OPC stmied jis position that the Commiman should:

disallow as uvnrersorable all the m—tmbe&nwmﬁl non-COLA costs PEF
estimates to incur in 2011 and projects to invur in 2012, Alternatively, the
Commission should find the following =z two conditions precedemt before
alfowing receipl of any non-COLA costs on & true-up basis; 1) the recsipt of the
COL: and 2) PEF's affirmative and irrevocable declzion 1o Issue the FNTP ind
thus procesd with the Levy Project according to the 202172022 commersial

operations datas,
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We note that the concerns and argumients ol the imervenors [n this issue arte cxactly the
same as thuse présonted above for the 2011 pericd. In addition, since prajected 2012 costs nre,
by definition, forwerd-lonking, the reesonablencss of incuring such peojected costs will be
affocied by our decision conceming continuing project feasibility. Project feasibility for ths LNP
was addressed earlier in this Drder.

Consistent with our findings above and the preponderance of evidence in the recond, we
Find thet it is reasonable for PEF 10 incur projected 2012 LNP costs necessary to oblain the LNP
COL and other non-C0L related costz which arc reasonably necessary to meet the scheduled
2021 COD date fir Levy Unfi . Therefore, we fMind twat it is reasonable for PEF to incur
projected 0L LNF costs which are not divecily necessary for receipt of the combined aperning
ficense for the Lovy projecl. '

XX VIL
g e B

This issue addressss PEP's reguiest conceming the reasonsbleness of projected 2012 LNP
casts. PEF wimess Foster provided suppont for the costs and method of valustions used in
determine the requestod recovery amount, PEF witnesses Hardison end Elnitsky provided an
overview of activitiea and praject costs assoclmed with the requested projected 2012 LNP
TECOVETY AMOTMI.

~ 'Witness Foster stated Umt the schedules attached 10 his testiniony ane irue and aecurile
end filed in accordance with the requirements of the MCRC and other nifes and onders
exinblished by us.

Witness Foster identified the projecied 2012 LNP costs that PEF believes are ressonably
forecastod. Thesé costs include: Capital Costs of SINENININE (539,583,853 Jurisdictional),
O&M expenses of $1,545, 380 (81,405,073 jurisdictional) and Carrying Costs of 348,466,132,

PEF requestod that we approve, as reasonable, e recovery of projected 2012 LNF costs
in the smount of $75,324,920. This smount includes 525,453,715 Preconstruction and Sits
Selection costs, $1,405,073 O%M expenaes, and Corrying Costs of $48,466,131, In support of
PEF’s request, witness: Hardison provided descriptions of the activities associated with these
amounis;

In 2011 end 2012, PEF has incurred and will contivoe to ineur rezsonable costs
for work on fis Combined Opemting Licenss Application {COLA) to the Nuclea
Regulatory Commission (MRC) and work relawed to environmenta) permitting and
implementation -of the conditions of cettificalions for fts Site Certification
Application (SCA), which waz approved by the Govemor.and Cabinet sitting as
ihe Siting Bowrd. Thiz work iz nocessary 1 obikin the required licenses and
permits for the LINP.

In nddition, under iis Engineering, Procirement, and Construction Agrectnent
(EPC Agreesmient} evitored into with Westinghouse and Shaw, Stone and Webster
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(the Consortium), FEF incurred and will continue 10 incur costs for Long Lead
Equipmem (LLE) lemy, associmled support costs, and pizchase onder
manzgement and  disposition. PEF wil also prepare for and commence
negotistions of necessary amendments to the EPC Agreement to efficiently end
the current partial suspension of the LNP snd continue with the LNP work on the
enticipated LNP schedule as discussed in the lestimony of M. John Elnitsky filed
in thia docket.

In 2011, FEF will begin work on an updaled transmission study given the
anticipated in-service dates for the LNP. Ie 2012, PEF will commence wark
relaled 1o detadled tronsmission design pagkages. Tn 2011 and 2012, PEF will
continue sctivity nesocizted with strategic land acquisttions for transmission Jines.

As demonsirated In my testimany and the NFR's liled as exhibits to Mr. Foster's
tstimony, PEF ook adéquate steps 1o onsure that the vosts it incurned were
ressonshle and prudent. PEF has also provided reasonable projeciions for costs 1o
bz ivicurred diring the remaimder of 2011 end all of 2012, The cost of this work is
necessary for the LNP and 1herefors ressonakle.

PEF witness Elnitsky provided s review of PEF's cifonis that will be completed or begun
during 2012 on the LNP.

Responding to questions during cross-cxamination conceming the rensonableness and
necessily of LINF estimate or projecied zmmmz cost, OPC witness Jacobs testified:

Q. So you have mopimﬁnlhﬂmlyspedﬁn 2011 or 2012 LNP costs are
imreasonable or imprudent in emournt?

A. Inamounl. That'scorroct.

Q. Nowhere in your 2011 westimony do you sute thm any of the non-COL
precongiroclion of construction costs estimated for 2011 and 2012 are
unreasonabde; right?

A. That's comect. Only 1o Lhe extent that they re, would be performed prior 10
receiving the COL.,

Q. You don't state anywhere that they're unnecessary for the LNI?

A. No. Thet's correct.

Q. You would agree then thal your testimony for 2011 inclodes bo opinion that
any specific 2011 or projected 2012 LNP cost is unreasonable?

A. In amount, that’s correct. Bu? not in timing of those, of those expences.

SACE's position concerning the recovery of 2012 LNP ¢osts is that, “PEF has failed o
demonstrate the requisis intent to actually construct the LNP, therefors. the Commission should
not approve recovery of any projected 2012 costs not neccssary for receipt of the COL." We
addressed the issuc of intent carlicr in this Order.

PCS Phosphate, in its brief, -adopted the position of OPC. OPC's brief on this issuc
iEs:
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OPC contests the estimalsl non<COLA cosis and requests that the Commizsion
linds and diszllow the projected pon-COLA costs as unreasonable until afler the
receipt of the COL snd PEF's affirrmative and irrcvocable decision (o fssue the
FNTP and thus procecd with the Levy Project in onder to meel the 20212022
commercial operations dates, Allermatively, defer a finding of recsonableness
unti then,

FIPUG, in its postehearing brief, noted that this is & Ml oul amoint from the substentive
fExiek,

Wi note that beyond the parties' concemns over project feasibility and the Hmits on the
recovery of torisin costs, no party idenlified any other specific concoms as 10 the
reasonableness of projected 2013 LNP sctivitles or associated projocted costs, Consistent with
our findings above, our vedification of PEF's forecasts and caloulations, and the preponderance
of evidence in the record, we find that PEF his demonstraied the reasonableicss of its
requested projected 2012 costs for the LNP. Therefore, we approve the fHllowing LNP
projected 2012 costs us reasonable: Capital Cost= of ST (539,535,863 jurisdictional),
O&M cxpenses of §1,545,388 ($1,405,073 jurisdictional) end Carrying Costs of $48,466,132.
Further, we approve §75,324,920 as reasonable projected LNP couts for use in determining the
2012 NCRC recovery amount,

This issue addresses what doller amount from the mte management plan (RMP) deferred
balance should be included 1n the 2012 CCRC Raclor.

PEF witnesy Foster identified the mechanics of PEF’s calevlation, snd provided suppors
far PEF's 2011 requesicd amount to be withdrawn from the RMP deferred balance for recovery
in the 2612 CCRC factor. In hix testimony, wilness Foster stated that PEF is pequesling recovery
of approximancly 5115 million from the deferred balance plus $15.1 million in azsociated
cirrying costy. The amount would be meeognized in the 2012 MCRC ammmt for recavery in the
CCRC fuctor. Both PEF witnesses Foster and Elnitsky submittad rebultal testimony responding
to the testimony of OPC withess Jacobs on this issuc.

OPC witness Jacobs testified that OPC objeeted to PEF's request to accelerate recavery
of the RMP remaining deferred balance. ‘Witness Jacobs provided - support for his epinion snd
OPCs pesition on this issue.

In Docket No. 090009-E], PEF proposed that we approva s rale mansgement plan 1o
provids some level of relief to miepayers in 2010. tinder thig plan, PRF would defer recovery of
ceriain approved and prudently incurred costs wnd subsecquently mecover them over a five-yoar
period by applying a fixed recovery amount (approximately S50 million) in each of the following
year's reeovery factors. The proposed deferred smount was approximetely $273 million, which
consisied of certain site selection end preconstruction costs,
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In Order No. PSC-09-0783-FOF-EL we approved a modified version of PEF's proposul,
The modificstion approved by us #liminated the fixed recovery schedule. As outlined on page
3B of the Order, this modification introduced a lavel of recovery fexibility, allowing for more
effective management of rates over time:

We agree that PEF's proposed rate management plan could provide relief to
ralcpayers by decroasing rate impost during 2010 and that PEF shal] be perritted
ta defer recovery of cosis thet have been spproved for recovery through the
NCRC. Howover, while PEF's proposal suggesis recovery of the deformed
balance over a five-year period, we find that greater flexibility to manago mites
ghall be retained and that PEF shafl be permitied 1o annuslly reconsider changes
to the deforred amiount and recovery schedule,

Therolore, we approve a tite mansgement plan whereby PEF will be permitted to
defer recovery af cerisin approved site selsclion and preconsiruction oosts snd
then collect those cost during subseguent years. The deferred costs shall be
treated as a regulsiory msset with carrying charges applied pursusst o Section
366.93( 1)1}, F.5., and Rule 25-6.042{5Xn), F.A.C.

In Order No. PSC-11-0095-FOF-El, p. 46, wo reaffirmed our position conceming the
muechanies of the RMP:

Wo note our pproval of the mte menagement plan in Order No PSC09-0783-
FOP-EI did not set or require & particular-amortization schedule be used for any
reaovery ol the deferred balance,

In eoffect, we through these Orders requirod PEF to annually Rle updated RMP 1estimony
mdmhuﬁuh;tumhlmhthamunhifw*mhmmmmwmw
recopnized for meeovery in an NCRC recovery apnoimt.

PEF requested that approximately $115 million from the deferred balance and mn
additional SiS T million In sssocinted carrying costs be included for recavery in the 2012 CCRC
factor. We note that tbe aciual doiler amount requested 10 be withdrawn From the deferred
balance is $114.968,351. In support of this request witness Foster (estified:

ConsiztonL with this Qider (PSC-09-0783-FOF-E1) PEF has looked at both the
short i and long term Smplications of the amortization schedule. In the shon
lerm, there iz =n opportunity 1o reduce the outstanding belance of -afready

for recovery cosis while still decieasing the oversll NCRC mie from
2“01! o 2012, This has the benefit of reducing the carrying costs 1o our customens
aver the nextseveral years, Looking out into future years, it is apparent that onee
PEF receives the COL und gives Wostinghouse a full natice to procesd, Lhe
estimaled revenus requirernents per year increase significantly,
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DPC iz opposed to what it charscterized as an sccelorated recovery of the remeining
deferred balance. OPC witneas Jacobs argued:

This acoelerated recovary in one year would adversely sffect FEF's customers. In
these trying economvic times for PEF's customers, PEF should not be allowed to
accelemate the recovery of this deferred amount. In addition, PEF's intent o
accelerate recovery of the remaining deferred balance in 2012 may indicnts thal
Progreas Energy may consider cancelling the LNP project unee all the outstanding
montes approved for recovery far the LNP have been recovered from the
cugtomer.

We asnume (hal OPC's characterization of the acceleration of recovery {8 based on an
upderstanding thal we approved PEF 1o recover annually st leasi $60 million from the RMP
deferred balance. OPC witness Tacobs forther teatified:

Given the currenl sconomic situation, the ¢osl imposed on PEF cusiomers far
Crystal River 3 meplagement sicam generators, replacement power ¢osts due 1o the
extended outage a1 Crystal River 3 and costs for the LNP which curmently
contrbule nearly $5 per month 1o the residential bill, T do not belleve it is
mnsonable for customer bills to be any higher than absolutely necessary.

In response to witness Jacobs's statements, PEF witness Elnfisky provided the following
rebutial testhmony:

| wunted to address Jacohs® rank and incerrect speculation that the Company's
proposal {s an indication thét the t‘:umpuny iz not comminied (o the LNP. First,
the exact opposite is trug; the Company's proposal is an indication of the
Campeny's commiiment ta bulld the Lavy Units on the current planned schedule
with an in sarvice dates fic Levy Units 1 end-2 in 2021 and 2022. PEF propokes
ils current aty mansgement plan to meduee the coslomer ate impaet due o e
LNP in 2013 and 2014 when the Company plans io increase spending on the LNP
under the cureent plan 12 meet the 2021 and 2022 schedule in-service dales for
Levy Units | and 2.

Second, PEF ix entitled to recover the costs under the LNP mte management plon
oo matter what decision the Commission makes with respect 1o the Compmny®s
proposel. These prodonl costs do nol represent “dollers remaining 1o be
recirvered™ in the sense that Jacobs epparently uses these words because they are
nol subject o dissllowance no manter what decision the Compeny makex in the
fulure with respact to the LNP. These codts were determined prudeni by the
Commission and, themfore PEF is entitled 1o recover them from customers,
whether or not PEF in the future cancels the LNP or completes the LNP.

In their post-bearing brichs, FIFUG and SACE staled thal they sdepted OPC s position.
In reviewing the evidence, we find that the kstimony and argwmems presented reganding
whether the requested recovery amouns is an accoleraled recovery, or that it provides any insight
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3 1o PEF's intont 1o build the LNP, provides litllc halp 1o us in making & decision on this issue,
As identilied in the above-noted Qrders, we did not epprove or zet any amount thst would be
pericdically mcovered in Mulure periods fom the RMP deferred belance, Similarly, since we
heve previeusly found that the cosis which make up the deferred balance were prodenily
incurred, PEF has the righl Io recaover the entire balance whether it continues to build the LNP or
not. Wo note that OPC witness Jacobs, during cross-exemination, acknowledged this is the caae:

Q. Are you aware thal thix monoy was alresdy delermined prudont in prior
NCRC prococedings and is alreedy approved for recovery, notwithstanding
whin happens with the LNP going forward?

A. That’s camrect.  I'm nol disagrecing with the recovery of this amount,
merely with the Hming and the sccelerstion of these costs,

We find that the stundard we shall spply o making a decision on this issue is not the
standerd of prudence ns applied to many of the other issuex in this docker. Stnce e costs which
comprise the RMF deferred bafance havo previously been determined o be pradently incurred,
we are nol required to make this decision again. Wa find that the proper messure we shall apply
in ihis isaue ia whether or not the requested lovel ef recovery from the RMP deferred balance
reasombly mects the objective of annually managing castomer mie impacts,

We note that sefecting an amount 10 be wilhdrawn from the deferred balanoe in any year
is, far |ack of o better term, 9 balancing act. The smaller an smount recovered in-any pae year
will result in comparstively lower rates in that year but, due to carsying costs and possible
compounding of ulrecovered carrying costs, piace comparatively more stress on rates in future
years. ‘The reverse [n higher current recovery) alse holde true.in this inverse relationship
between current and Tuturs rate impacts,

We nole thal OPC suggestod thet wo limil our approvel of recovery from the RMP
deferred balance in 2012 to no more than 550 million due 1o corenl economic conditions.
m. recovery in 2012 10 $60 million is also supporicd by SACE, FIPUG and PCS
Phospbale.

In response to questions during cross examination, PEF witness Foster agreed that a S50
milllon doilar recovery in 2012 would mesult in a reduction jo & thoweand-kilowatt howy
residential customer bill of $1.75 per monih during 2012 when campered to PEF's requost. 'We
note that the Levy portion of FEF's 2012 reqiest would result in & $4.47 monthly rexidential bill
inspact. Witness Fostor did note that PEFs proposal for 2012 ($4.47) represents a {slightly over
10 percons) reductian in the recovery factor for Lavy &5 compared to the factor eurrently in placs.

W note that OPC's yuggestion would result in a significant reduction ($1.75) n the 2012
CCRL factor compared o PEFs proposel. OPC's suggestion, howover, could (all other things
being equal) result in an ostimated curnulative additional pressure on monthly rates in 2013 and
2014 of approximaely §1.93. According 1o witness Elnitsky, under PEF's curment plan,
spending will increase on the LNP in these years due 10 the issuance of the fill notice 1o procesd
10 constroel the LWP,
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We find that OPLC's suggestion, and PEF's proposal, is not Inconsistem with our original
objective for approving the RMP, that being managing raie um]mm over time. Given this, we
could approve either approach. In general, we.note the primary difference. between the two
proposals is ihat OPC’s position appears to value current reductions over Future rate impscts,
whereas PEF's proposal values reductions jn future rate impacts over surren! reductians.

We find that thal OPC's suggestion of limiting survent recovery from the RMP deferred
balance iz more effective a1 managing near term rate impactz,  Therefore, we approve OPC's
proposal. Thums, we apprOve 8 withdmwal of no more than $60 million from the RMP defered
hnla:lcr.. and 515.1 million in associated carzying com for Inclusion in the 2012 NCRC recovery

This i5 & fall-out issos tha reflecty. our decisions on all prior issues. We note hat PEF's
recoverable amounls for the CRI Uprale projest were stipulaled and we approved the sﬁpuluim
al hearing. Pursuant to the - stipulation, PEF will I'nmgu collection of $300,000 in projeci
menagement costs. The 3500,000 adjustment was & oncstime redugtion to the 2009 capital costs.
The amount, after adjustmenmt due to the uipulstion, is 117,640,493 ($87.028310
jurisdictional). The ¢ffect of ihis rostatement of the 2309 CR3 Uprite CWIP balance will impact
the calculation of carrying costs for 2009, 2010, end 2012, These canying cost impacts,
pursuant 10 live stipulstion, will be refiected a¢ & true-up in PEF"s March 2012 Rlings,

Consistent with cur findingy on the LMP issucs, and our prior actions conceming CRI Uprate
{ssuct, we find that $85,951,036 ($140,919,397- {31 14,968,361 +$50,000.0003) shall be approved
a5 the 2012 NCRC recevery amount. Therefore, we approve s tolal jurisdictional amount of
$£5,951,036 lor the 2012 NCRC recovery amount. This smount shall be used in establishing
PEF's 2012 Capacity Coat Recavery Clause factor.

Based on the foregoing, it is

ORDERED by the Florida Publi¢ Service Commission that the stipulations and findings
sei forth in the body of this Order xre hereby approved. It is funber

ORDERED that all maiters contained in the aitachments appended hereto are
{ncorporated herein by referemce. Ttis farther

ORDERED that Florids Power & Light Company is hereby sulhorized ta inchude the
nuclesr cost recovery amoun of $196,088,824 1o be used in cstablishing its 2011 capacity comt
recovery facior. 1t is furiher

ORDERED thet Progress Encrgy Floride, Inc. is hereby authorized to include the rmclear
Eﬂﬁ mmg amourit of $85,951,038 to be used in ml:l:dﬂng irs 203 | cepacily cost recavery
or. Itis further
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By ORDER, of the Flockds Public Service Commission this 23yd day of Novesnber, 2011,

Clerk

Deputy .
Fluﬂda Public Service Conmmission
2540 Shumard Qak Boulevard
Tallghassee, Florida 32399

{850} 413-6770

veww. floridapse.com

KY

The Florida Public Sérvice Cormmission is required by Section 120.569¢1), Florida
Statuies, lo notify partics of &y sdminisicative Rearing or judicisl seview of Commission onders
that is available under Secticny 120,57 or 120,68, Florida Statures, a5 well ns the procedures and
titie Hmits that spply. This notice should not Do construed io mean all reguests for an
administrative hearing or judicial review will be granted or result in the relief sooght.

Any party ndversely alfected by the Commission's final seifon in this matter may request:

I} recensiderstion of the decision by filing o maotion for reconsideration with the Qffice of
Comuission Clerk, 2540 Shumard Oak Boulevard, Tallihassee, Florids 32399-0850, whhin
fifleen {15} duys of the Ixsuance of this order in the form prescribed by Rule 25.22,060, Fioride
Admindstrative Code; or 2) judicial review by the Florida Sopreme Courl in the ossie of it
clectric, gas or telephone wiility or the First District Court of Appeal in the case of a ‘water and/or
wastewater ptility by filing 2 notice of gppeal with the Office of Commission Clerk; and filing s
copy of the notice of sppeal ad the filing fee with the sppropriste court.  This filing must be
complcted within thirty (30) days after the issuance. of this order, pursuant to Rule 2110, Flovida
Rules of Appellate Procedure. The notice of appeal must be in the Form specified in Rule
9.900(a); Florida Rules of Appellate Proszdure.
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AttschmeptA:

ISSLE: Should the Commission defer its decision regarding the long-lerm feasibitity of

completing the Crystal River Linit 3 (CR3} Extended Power Upeate (EPU) project
and the reasomablencss of PEF's 2011 and 2012 ongeing comstraclion
expenditures, including associated carrying charges?

This jssue is maol bocause on August 10, 2011, the Commiksion voted to approve
PEF’s motion ‘vequesting deferm! of the Commission’s review of the long-lerm
Teasibiiity of completing the CRY Uprate until the 2012 NCRC proceedings. (TR
2]-25)

Shoold the Commission approve whal PEF hax submitied ss its 2001 snnual
deinifed analysis of the long-term feasibility of completing the CRI EPU project,
as provided for in Rule 25-6.0423, F.AC? If not, what action, i arvy, should the
Commission take?

Fesolution of this issue iz deferred bocause on August 10, 2011, the Commission
vored 1o approve PEF s motion requesting deferral of the Commission™s moview of
the long-term feasibility of completing 1he CRY Uprate umtil the 2012 NCRC

What sy=tdm and jurisdictonal smounts should the Commigsion approve as
reasonable actual/estimated 2011 costs and estimated true-up amounts for PEF's

On August 10, 2011, the Commission voted to-approve PEF"s motion roquesting
deferral of the Commistion's review of the reasonableness of PEF's 2011 and
2012 CRY} Uprste expenditures and essocialed carrying cosss untll the 2012
NCRC proceedings. The following position axcludes PEF's estimated 2011 CR3
Uprate expenses and associaled camrying costs. The approved aimounts shown Tor
201 1 are a resuit of the trpe-ap process of costs incurred prine 1o 201 1.

" Position B: Consisent with PEF's motion for deferral Aled July 1, 2017,
whicki used PEFs response te Staff POD | Question 3 us the basis for the revenue
requirement caleulation updated. for changes as identified in the motion: PEF is
nal roquesting s ceview of reasonablencss of eapita} spend o2 this tme.

O&M Costs (System) $0; (Jurdsdistionst, not of joint owners) $75 prior period
;:'rnzcﬂi,.E Cavcying Costh $12,920,730 end v hase reveme requirement evedit of
J78395,

The Commission should alsa approve an estimated 2011 EPU pmoject true-up
over- recovery of 34,127,377 1 be inclwded in setting the allowed 2012 NCRC
regovery. The 204 | vardance s the sum of an O&M over-projection of $423,168,
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plus en under-projéction of carrying charges of 52,896,951 plus an over-
prajection of other adjustments of 36,601,160,
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153UE: What systern and jorisdictional amounts should the Commission approvi as

reasonebly projectéd 2012 costs and for PEF’s CTR3 EFU praject?

On August 10, 2011, the Commission voied to approve PEF's motion neqoesting
deferral of the Commission's review of the reasonableness of PEF's 201 and
2012 CRI Uprate expenditurcs and associaled cmrying costs untl the 2012
NCRC proceedings, (¥R 21-25) The following position éxcludes PEF's projecied
2012 CR3 Upnwie exponses and associmed carrying costs. The approved amounis
shown for 2012 are w remult of the trus-up process of coats incurred prior 10 2011,

PEF Paosition B: Consistent wilh PEF's motion for defermi filed July 1, 2011,
which used PEF's response to Staff POD 1 Question 3 uﬂt&bﬁhfﬁﬂhﬁmiEHw
reguirsment caloulstlon updated for changes as identifiéd In the motion: PEF is
nol mquésting & review of reasonableiess of capiial spend &t this Lime.

O&M Conts {Symiem) $0; (Jurisdictionnal, not of joint owners) $710 prior period
credit. Camying Costs $12,875,746 and a bise vevenue vequirement credit of
53,261,939,
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Attachment B:

. Asacompremise in soitlement, Progress (FEF) agrees to permanenily forgo cellection
of $580,000 in Project Management Costs lo resolve Issue 31, This adjustricnt will be
recugnized in the order issued in Docket 110009-EL, but the lufl revenne requirement
elfest will be reflecied as ntrue-up in the March 2012 NFRa.

2. For 2009 & 2010 CRI EPU project cosis, Lhe parties do not abject te the Commission

a final prudence determination for those costs pursuant 1o Sections 366.93 and

403.519(4), Fla. Stat. in the 2011 NCRC dockel. in 30 agresing, the partivs maintain and
do mot waive, concede, or give up their right 1o o(Ter any testimony i aty other FPSC
docket, nor do they waive, concede, or give up any remedy at law that may exist in any
gther docket.

ISSUE:

For the years 2009 and 2010, should the Comemigsion find PEF reagonahly and
prodently msnaged ity Crystal River Unit 3 Uprate license amendment request? If
nol, whltﬂalllr mlpn:i id these gotivities have on 2009 and 2010 fncurved cogts?

1S8UE:

Pursuand 1o the stpulation emiered August 15, 2011, a2 & compromize in
scitlement, Progress Encrgy Flogkda (PEF) agrees to permenemly (orge collection
ol $500,000 in Project Management Costs to resolve Issue 31, This-ediustiment
will be recognized in the ordur lsaued in Docket 110009-E1, but the Rl revenue
vequivervent effect will be roflecizd wx 8 true-up in the March 2012 NFRs. This
agreement resolves this issioe,

For 2009 & 2010 CRY EPU project costs, ihe pandes dio nol ohject to the
Commission meking a Anel prudence deteomination for those costs pursuant to
Sections 366.93 and 403.51%(4), Fla Stat. in the 2011 NCRC duckel, {n so
agreving (he particy maintain snd do noy waive, concede, or give up their right to
uff:rmymﬁmnnylﬁmymhnﬂsc docket, nor do they waive, concede, or
give up any remedy at liw thal may exist in eny other dockel

Should the Commission find that for 2010, PEF's project managmment,
contracting, accounting and cost aversight controls were reasonable and prudent
for the CRA EPU project? I not, what action, il any, should the Commission
ke?

PEE:

Yes, PEF's project menagement, contracting, accouiting and cost oversipht
pontrols ware feasonsble and pradent for the CR3I Uprate. These procedumes sre
designed fo ensure fimely snd cost-effoctive completion of the pmiject. They
inglude regufar gistus mectings, both inermally and with its vendors, These
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project management amnd aversight controls also include regular sk nssessment,
cvaloation, and menegement, There are also adequale, reasonable policles
mgmding coniracting pmcedm The Cnmmmy alzo hns appropriate, reasonable
project accounting controls, project monilering procedures, disbursement services
controlk, and regulatory accounting cenirols.  Pursuam to these controls, PEF
regularly conducts analyses end reconcilistions 1o ¢nsure tha proper cost
allocations end contract payments bave been made. (Grarroit, Framke).

Pmumt 0 the mpulmm mmd Augu# 15, 2011, no position.
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ISSUE: What sysiem and Jurisdictional amounts should the Commission approve as PEF's

2009 and 2010 prudently imcurred costs for the Crysial River Lnit 1 Uprate
project?
REF;

2009;
Capital Costs (System) $117,640,493; (Jurisdictional, net of joinl owners)
$87.028,310

OSM Costs [Sysiem) $321,773; (lurisdictional, net of joinl owners) $762,529
Carrying Costs $14,351,595 znd a base reverue requirement of $396,018.

The over recovery of $244,745 should be included in selting the aliowed 2011
NCRC recovery. The 2009 varianoe i the sum of an ORM over-projection of
$9.999, under-projection of carrying charges of $122,005 and an over-projection
of adjustments of $356,771. (Garrett, Franke)

Capital Cosia (System) 345.568,492¢ (Jurisdictional, net of Joint owiners)
£40, 179,535

O&M Cosia (Systern) $917,972; {Jurisdictional, met of joint vwners) 3823467
Carrying Costs 510,106,450 and a base revenue roquirsment credit of $2,901,536.

The under recovery of $108.4602 should be included in setting the allowed 2012
NCRC recovery. The 2010 variance is the sum of an O&M over-projoeciion of
386,017, under-prajection ol carrying charges of 52,549,380 and an over-
projection of oiber édjukimenis ol $2,154,760. {Gamrett, Franks),

Pursuant to the stipulaifon entered August 15, 201!, az a compromise in
setijement, Progress Energy Florida (PEF} agrees to permanently forgo collection
of $500,000 in Project Management Costs 1o resolve Issoe 31, This sdjustmen

will be recognized in the order issned in Docker 110009-E1, but the full revenue
requireeent offect will be reflecied as A true-up in the Merch 2052 NFRs.

annmt 1o llua stipulltlnn enlﬂad .A.ugum 15, 2311, the partes do nal object 1o
the Commission making a final pradence determination for 2009 and 2018 CR3
EPU coits pursuent to Ewﬁom 166.93 and 403.519(4), Flz. Stak in the 2011
NCRC docket. [n so ngreeing the partics maintain and do not waive, concede, or
give up their right to offer ey testimony in any other FPSC docket, nor do they
waive, concede, or give up any remedy st law thal mey exist in any other docket,






West’s F.5.A. Const. Art, 25 3

West's Florida Statutes Annotated Currantriess
Flatida CongtRution—1968 Revishon [Refs & Annos)
‘WArtiche [1. General Provisions (Rafs & Annos)

w§ 3. Branches of governmant

The powars of the state govemment shall ba divided into legistative, executive and jud|cat

branches.. No person belonging to one branch shalf exercise any powers appertaining to either of
the othar branches unfess !xprmly pravided heraln,



£y



West's F.5.A, § 366.93

West's Flarida Statutes Annotatad Curentness

Title XXVIL. Raiircads and Other Reguiated Utliitles (Chapters 350-368)

‘SChapter 366. Public Ltities [Refs & Annnos)

w385.93. Cost racovery for the siting, design, licenaing, and construction of nuclear
#nd Integrated gasification combined cycle poawer plarts

(1} As used n this saction, the erm:

{a} “Cost” includes, but Is not limited to, all capital investments, Inciuding rate of retum, any
applicable taxes, and &) expenses, Incliding operation and malnbenanos expanaes, ralated o or
resulting fram the siting, licensing, design, construction, or operation of the nuciear power plant,
including mew, éxpanded, or relocated electrical transmisslon fnas or faciltles of any sizs that
are necassery tharato, oF of the Integrated gasification combined cycle power plant,

{ir) "Blectric utiity™ or "ulility™ has the same meaning as thak provided in 5. 366.8255( 1}(:3.

{c) “Intagrated gasification combined tycle power plaat™ or "plant™ means an elactrical poveer
plant as defined In 5. 203.503(14) that uses synthesls gas produced by integrated gasification
rechrokogy.

(d} "Nuclear pawer plant” ar “plant” means an alactricsl power plant as defined in 5. 403.503{14)
that uses ruclear materials for fuel.

{e} “Power plant” or "plant” rmeans a nuciear power plant or an inveyreted gesfication combined
cycle power plant.

{f) "Preconstruction” iz that period of time after a sita, including any related electricat
transmilssion lines or Facilites, has boen salectad through and including the date the utility
oompletes site clearing work. Preconstruction costs shall be afforded defermed accounting
treatment and shall scorue & carrying charge equal ko the utility’s allowance fiar funds durng
oonstruction (AFUDC) rate until recovered in rakes.

(2} Within & months after the sractment of this act, the commission shail establish, by rile,
albemative cost recovery mechanisms for the recovary of costs incurred In the siting, desin,
licensing, and construction of a nuclear power plant, inttuding new, axpandad, or relocated
elsctrical ransmisston lines and facilities that are necessary thereto, or of an integrabed
gasdlcation combined cycle power plant. Such mechanizms shall be designed to promobe utility
inveskmaent in nuclear or integrabed gasification combined cycle power plants and allow for thve
recovery In rates of 2l prudently Incumed costy afid shafl Include, but not be litatted po:

{a} Recovery through the capacity cost recovery clause of ahy preconstroction costs,

b} Recovery through an incremantal ncresse (n tha utllity’s capacity cost recovary clause rates
of the carrying costs on the utllity's projected construttion cost balance assaclated with the
nuclear or integrated gastfication combined cycls power plant. To encourage investrment and
provide certainty, for nuciear or integrated gasification combined cyde power plank nsed
petitions sutxriftted on oF before Decamber 31, 2010, associated carrying costs shall be squsl to
the phetax AFUDC in alfect upon this act becoming law. For nuclear or integrated gasification
combined cycls power plants for wiich need petitions ans submithed after Decembér 31, 2010,
the blity's existing pretas AFLIDT rate Is prissumed to be appropriate unless determined



otherwise by the commission [n the determination of need for the nuclear or Integrated
gasification combinad cyche power plant.

{3} ARter a petition for determination of need iy granted, a utlity may petition the commission Tar
COSt recovery 38 parmittad by this section and commilssion rules.

(4) When the nuclear or integrated gasification combined cycle power plant 15 placed In
commercial service, the utiiity shall be allowed to increase ibs base rake charges by the projected
BONLIS revinle requinements of thie nuclear or integrated gasification combined cycles power
piant based on the jurisdictional arinual favense requirements of the piant far the first 12
manths of operation. The rate of retum on capltal Investments shall be calculated using the
wkility's rave of retum fast approved by the commission prior to the commendial Imservice date of
the nuclear gr Inbegrated gasification combined tycle power plant, IF any existing ganerating
plant ks retirad as a result of cperation of the nuclear o Integrated gasification combined cyehe
power plant, the exnimission shall blivw for the recovery, through an increase in basa rate
charges, of the net book valua of the retired plant over a period not to exceed 5 years.

{5) The utlity shall repoct bo the commilssion annually the hudgeted and actusl costs as
compared to the estimated Inservice cost of the nudear or Integrated gasification combined cyce
pawer prant provided by the utlity purspand to 5. 403.519(4), until the commerclal operation of
the puciear or integrated gaslcation combined power plant. The ubility shall provide such
infarmation on an armvual basls following the fnal order by the commission spproving the
determination of need for the nuclanr or integrated gasificatisn combined cyche power plart, with
the understanding that seome costs may be higher than estimated and other costs may be lower,

(5} IF the wtifity =lects not to complete or |s precluded from completing construction of the
muciear piwer plant, Including new, expanded, or relocated ehectrical transmission lines or
facllities necessary therets, or of the Inbegrated gasification combined eycle power plant, the
utility shall b ailowed o moover il prudent preconstruction and censtruction costs incurmed
following the commizslon's issuance of a Anal order granting a determination of need for the
nuciesr power plant and electrical transmission lines and faollities necessary thorete or for the
integrated gasification combined cycle power plant. The wtiity shall recover such eosts Ehrough
the capacity cost recovery clause over 3 period equal to the period during which the. costs wars
incurred or § years, whichever is greater. The unrecovers:d balance during the recovery period
will accrue interest at the utlity's welghted average cost of capital as reported [n the
commission's eamings surveitiance reporting requirement for the prior year.






1560423 Nurlear or Inicgrated Guaslfication Combined Cycle Fower Plant Cost Recovery.,

(1) Purpose. The pumpose of thiy rade 15 1 estabiish altermbive sost recovery mechanioms fior the recovery of eosts incarred in
the siting, destgn, leensing, ind constinction of rilear or inegraied gasification combined cycle power plints in order to promole
eleciric whility investment 1o nuclear or inlegraled gasification combined cycle power plants and allow for the recovery in rtes of oll
siach prodently fcnrred costs,

(2 DeFarithorte, As ibed i thils ruibe, the Rllowiniyg defbritions staall spoby

{2) "Nuelear power Flail™ {5 ki eloctrioal foveer plamt thet otilises naclkesr mmteriabe as foel, & defired n Sections 4005031 3)
snd 356.93(1¢e], F.5.

{b} “Indegraied prsification combined cycle power glani” B an electical power plam dun ues synthesis g produced by
infegrated gaciliomion technobogy, ns delined in Sectfons 0L 503¢ [ 3} and 366.93( [ X2), F.5.

{e) “Pawer plant™ or “plo”™ means o nucdaar power plant or an integrared pasification combined cyele power plani.

{d) “Cost™ incindes, bot ts not limlied to, a1l capitel invesiments inchuting mite of retorn, any spplicable texes snd all exponses,
ichuding operstion mnd meiniensme axpensss, robaed o or resulting from Ihe siting. lizensing. design, eonutracibon, or operation of
the nuebeir or Integrated gasification combined cycle power plant zs defined in Sactlon 366.93(1)a). F.5.

tt}“ﬂﬁnul&nﬁm A site will be deemed 10 be telocind upon the [iing of 2 pefiton for n determination of nped for w noclear o
htegraved gasification combired eyclo power plant porsiwoost io Section 403.5 19, F.S.

{1} “Site sedection costs” mre costs that are experided priov ko the selection of a shie.

{2} “Precomtmniction cots™ are cotis that are cxpended alfter & site his been selected in jrepurition {or the constroctken af &
fucion of iuegrated pasification conbined cycle power plant, ibeurved wgy 6o and including the defe I utility compietes site clearing

() Site salection ot aivd pre-constiutiion coats inciode, bid aro ot tmkied 107 any md o)l covis essociated with preparing,
revieuwring ond defending u Consbined Operating Licenve (COL) application for n nuclenr power plam; costs associased with site and
technology selaciion, costs of enginvening, designing, sl permifiing ive nuclesr or integrabed parification cotbined <yl grower
plani: costs of clencing, grading. und excavation: mnd cosis of onzite conciruciben Mcilitdes (e, comstruction offioes, wireinge,
ete).

{1y “Consiriction oods™ ww costs that are cxpended o constrct e nuclear or inbegrated garilication comblned cycle powsr
piant including, But nol limiled to, the cosis af construciing. power plant baildings and ol nssociaed permansnt structures, equipment
and sysiems,

{3} Deferred Accounting Tresimen. Site solection and pre-consmuction comy shall be afforded defermed Accounting trestent
and shall, sxcept Tor projecied costy recoversd on n projocied basls in one annusl cycle, sccrue: & camying charge cqual 1o the uiitity's
aflawsnee for fimds used diring consimetion {AFLIDC) rate until recovered in rates.

. {1} Sitn Sclection Costs. Aftier the Commission hos jssoed w final orier granting a determipation of need Tor a power plant
prsuant o Section 463.519, F.S., 5 otility may fTic » petition for o separate proceeding, 1o rocover prodently incormed shie seloetion
costs. This separsin procecding will be limited to only those issuds pécessary For the dessrminstion of prodence and altemative
fiitthod for recovery of siic seloction costs ol m poswet planL

{5) Pre-Construclion Costs md Carrying Cost on Comiruction Cosi Balanee. After the: Contmission fas lassed 2 fimi order
grtating & detexmination of need for u power pliht pursdnt to Section 403519, F.8., a wiility may petitiny the Cormnitslon for
recovery of pre-construction costs and carrying costs of constructien cost balnnee as Foltows:

() Pre-Cotistroction Costs. A wiility i entithed to retever, shrough ihe Capacity Cost Recovesry Uloass, its schud snd pinjecied
pro-construction costs, The-utility may also recover the relased carrying charge for those costs nit recovered on a projecied bisis,
Such. conts will be recrvered within | year, wiless ihe Commission approves a longer regovery petiod. Any party may, bowever,
propase o longer period of tecovery, mol o ekceed 2 yours,

1. Actual pre-comsrdction cests incurred by & milty wior 10 the Bsvance of & el oider graning & detenination of need
parsuant o Section 403,519, F.5., thall be fncluded in the falthil filing mude by a otllity wider this sibsection for review, spproval,
nrt & finding with respeci (o pradence,

2. The Commdssion shafl inclode pre-construction costi detevmined 1o be rewonable snd prodent in setting the factor In the
wnenf Capacity Comt numcmmmuwnwmw (5Xe)3. of ik nle, Buch soze ahall noé be sublect
tn disallowance or further prudencs roviow,

{b) Carrying Coms on Construction Cost Balence, A uthity b entfiled 1o recover, through the utitiiy's Capacity Cont Recovery
Clure, thy curying nasts oo the otility’s anmisl projected constraction codt halince aianciried with the power plant. The aclun)



camying cosis reogvered throwgh the Capachty Cost Recovery Clmse shall reduce the allowince fir finds used during constroction
{AFUDC) that weuld ntherwise have been recorded 82 5 coxt of construction eligible for fintre resovery 28 plant in service.

[ For powey plam need pefitions submitied on or before Discember 30, 2010, the associaled earrying costs shall be sompated
based on the protoe AFUTC rate In effect on June 12, 2007;

2. For power phant noed petitions submited after Decomber 31, 2010, the wtikfty"s pretas AFUDC raic b effect af the time: the
petiion for dotermination of veed i Sled is presumed. to be spproptiats unbes the. Commission desormrines atherwise iy its need
detentimalion order;

3. The Commivsios shall include carrying coéts on e balinco of conuimiction coss deteained 10 be reasomble or prodesdt in
s&tiing ke fisctor i the annual Cepacity Cost Recovery Clause procoedings, a3 specified in paragraph. (3)e) ol this rule,

(e} Capackly Cost Recovery Clurse lor Nuchear or Integraind Gasi{ieation Condrinad Cycle Power Plani Costa,

(. Ench year, s utility shall subitill, for Cammnission review and spproval, s pan of its Capaciy Cost Recovery Clause filingy:

it. True-Up for Provious Yeaurs. By Muorch |, w ulility shall sobenit its fina) trvse-up of pre-consiroction expendiiores, based on
aetual precomiriciion expenditures for the pirior e ond previcusly Fled wpenditmes for useh prior yanr and » deseription of the
pro-conurustion work sctunlly pedfomied during soch yrar; oy, onee construction beging, its fnsl maeup of comying coste on it
construetion expendiivres, bured of sctual cirrying costs en constroction expenditores for the price yoar and previously  filed
carrying eosts on cansruction expenditires for such prior yenr and 2 desoription nf the constrition work sciosily performed during
such yesr.

b. Froe-Up end Projections for Cwirent Year, By May |, & otility shall submii Iy Commbssion revicw and spproval s
wctonlieatimated: true-up of projected pre-comstvuction expendiiures based oo & cotgiarist of current yexr scnmbfestimated
expenditures mnd the provioesty-filed eximsied cxpenditures. for such corren yar tind 8 destription of the pre-comstroction waork
prajected o be porformed diring sach year; or, once constroction begin, it scnabestingied tre-up of profecied caying cests on
comdrution sxponditures based on. & comparisan of current yesr aciuabestimansd catiying Eosts o comtntion cxpondies mid the
provimsly fiked cptimuied camying cosis on construction expendinmes for such ciarment vear und & description of the Bostruction
work. projecied to be performed during such year,

© & Projected Costs. for Sabscoguent Ve By May |, & oiility shei) submi, for Commission review and approval, iy projected

pre-consirection experudiinres for the subssguont wear pod w0 deseription of the pre-pensivpction work projected o be performed
during such year; or, onca conswruction beging, ity projecied construction sxpenditures: for the subsequent year and a deseription of
the cotistruction work projecied 1o be perfonmed during such year.

2. The Comnssion shall, prioe 1o Getober T of exch yoar, conduct  hearing and derermine the ressonsbleness of projected pro-
consruction expenditures and the prudence of actus! pre-conpmiction expenditures expended by the willty: oF, ice cotetruction
beging, to determing the reasonnhlenesy of projecied eomtroction expendiiorms and the prudence of sctun constraction expendiiures
expended by the aility, and the eiotisied carrying costs: Within £S5 days of te Commission’s vols, e Comrmilasion shell ever s
order. Anmally, the Comirdisdon shull woake » prdeee dovermimetion of ihe priov year's actual constroction costs an aEthcinied
earrying costa, To facilitene this determination, ibe Commission shall conduct o on-going sudiiing and monlioring program of
contiruetion costs amd relied conioet: purssant o Section 166,08, F.5. Tn making ity determimation of reasonsblensss and prodence
the Commission shall apply the siandwed provided porsuand o Section 400.5194)e) F 5.

3. The Commission shall include those costs it detormiives, pursiont 15 this subseetion, b be reasomable or prudent in sotting the
Capackty Cost Recovery Chause factor in the annasl Fue! and Purchased Power Cost Recavery procoedings. Such prior yzar aciul
casls nasovinled with power plast consruction subisct to the ansl proceeding shall not be subject to dizallovsnee or furier
prudenos eview.

4, The final troc-p for the previoss yeur, schiialiestimsted trutup for the current year, and subsequent year's projeeted povwer
phant costs as approved by the Commission pursant to subparagraph {SKc)2, will be fiickuded for cost redovery purposes s o
component of the following year's cupacity cost recoviery fictor in the Fuel and Purchased Power Cost Recovery, Tha wtility must
fle il wecessary mevisions to the fined and pramchased power cosi reoovery filings 5o Inler than Detober 15 of the curnet yer.

3. By Muy | of each yonr, akmyg with the filings required by Wix parsgraph, 5 wility shall subimil for Cormmission roview mnd
Agptuval & detailed analysix of tha long-fevm fessibility of complodng the powsr plamt.

$8) Fulture: 1o’ Exter Commmercin] Sorvice. Following the Commiaion's muanes of & fienl order grmting & delerminstion of need
for the power plant, in the cvent the atility slocty ack o compilete o is praciuded ffom conpléthig consinmtion of the power plant,
toe itility shall be allowed to recover aff pruden: site selection costs, pre-consruction costs, and cormsifuetion cosis.,

{8} The utlfity shull recover such cosi through the Capacity Cont Recovery Clause over & petiod eqimd to ive period dirimg



which the costs were mcurred oc 3 years, whichewver is greater,

(b} The emount recovered under this subsoction will ba the remaming orsecoversd Constroction Wik in Progress (CWIPY
balance #f the time of sbandonment and fisture payment of nll oistending costs and any sther prudent and reasanabie exit costs. The
unrecovened balaneo during the recovery perind wifl soeroe imerest af the atility"s overall protix welghied wverage midpoint cost of
tapital on i Comndasion ndjusicd basis st reporied by tho atility in its Esmings Surveillmee Repoet fiied i December of lhe prior
yeat, oiiliring the midpoint of retn on equity (ROE) mnge or ROE approved for other regulsiory purposes, es applicshie.

(7} Comunervinl Servive. As oporating mits. or systems associsted with the power plant e the power plant el are plased in
o] dervices:

() The uiility shall Gle & potition for Commizsion approval of the base ruic mcrezse purnunt to Seclion 386.93(4), L5,
Septits Frowh ary cost picovery cluose petitions, 1knf fncludes oy knd all coste reflected in wixch Mcorease, whellier of not these cots
Rve been previoasly reviewed by the Commission; provided, however, that any senan] costy previoasby cevievwed ind desemiined o
be prudent ko the Capscity Cost Recovery Cluuse shill nol be suibject 1o dhsllowatics or further priadence rovigw excepl for flaud,
perjury, or flenions] wibholdlg of key Informaiion,

{b} The utilicy shall calculate te inciesse in base ntes resuliing from the fursdicrionsl annusl base rovenuie requisements for the
power pleat in conjuncibon with the Capacity Coxt Recovery Clwse prjeciion MHag for the yoar the power plaml i projected to
achieve commencis] openstion. The increase in basd manes will be bated on the annunlized base revense requirements lor (he power
plant for the first 12 months of operations consistent with the cost projections Fied in conjenction with the Capaclly Cost Reeovery
Elmnmﬁhmiﬂhg

2) Al -such time as the power plant is incloded o base mtes, recovery theough the Cepacity Cost Recovery Clause will gesse,
extepl for the differomee between actual ond projecsed construction costs ws provided in subparagraph (5)eM. above.

{d) The tote of retirn on capital imvdstments shet] be cabtuloned wring the uility's most seéent achoal CommEssion adjmsted besh
overall weighied avermge riile of retam. &5 reported try ihe wtibity In its mosl recent Eamings Surveillance Report prier to the filing of
W petiion s providad in peagraph (F)a). The retorn on equity coil mie ssed shinll b the midpoini of the ias1 Commission pproved
Fangs for rum o equity or the st Commission approved fetion on sguily cost min establisbed for ose Tor ali ottier regrilaiory
purpones, &% appropisie, ,

{€) The jariedhctional net book wilve of sty cxisting geerating pimit thal is fefiied 2s & résult of operation of the power plant
shall be recovened through m fncresse in bise rate charges over a period 501 o giceed 5. vears. Al the end of the recovery period,
Bt raes ghall be reduced by an amount squal io the incresse associsted with the reeovery of the retined genemiting plans,

(8} A wtifity shnll, comtemporanedusly with the Rlngs noqulned by parsgraph (5ic) thove, fike a deteiled strismem of project
m wefTiclent 1o support » cmmmhu determination of prudence, mcluling, bl not limited o, the nformation requind in

prragaphs (SR = (83}, below

{a} Subleci to sulinble mﬂdmh!hr.wm oF, b0 Hhe SN2t necesuary, protective onders issued by the Commuzion, s
aillity will ensure reasonably contemporansous aceess, which mmy include sceess by electronic means, for review by parties of 2l
documents refied on by aiility managemont to spprove sxpendingres for which oosd recovery is sought, AGCess to sy formation that
in “Safeguardy Information™ ax defined in 42U,5.C. 2167 and 10 C.FA. 73.21, incorporaiad by reference inie this Rude, shall onty
be in nocordmmes with applizahl Muclear Regulatery Commixsion requirements,

(t) Regarding iechnology selocied, a utllity skall provide a dessription of the technology sslecied that ineludes, but i not Fimited
to, a review of the techinology and the factors feading th s sclection.

{c) Tho mormml truc-up snd projeetion oast Mings siml| inclode o fist ol contmcls exoentad in axcess of 51 million 1o Inchede the
natire wnd soope of the work, the datiar valios und term of The: ctmtract, the method of vender selectinn, 1he identity and 2iTlimtion of
the vendor, mnd crrend s1ntas of the cortract.

{d) Final true-up filings and actualicstinmted troe-up filings will inclode monthly expenditares incusred during those periods lor
rajor tasks performed within Sive Selection, Preconptmction and Construction cotegories. A mility shull provide annual vartance
explanmiiotis Sompaifivg the corent wd frior period fo the most oot projestions for those periods ficd with the Cormission,

() Projection fMings will include nionthly cxpenditires for major ks perfoomed within -Site Selection, Preconstruction mnd
Comsraction cakegories.

{0 Anncal Reports Required by Hule 25-6.135, F.AC. Oo an aonusl bash following fuue of the Mol order grating &
duermination of need aod umil conmmenciil operation ol die power plon, a uility shall inclede the budgend md setial cons &
compured 1o the estiniated in-sevvice costs of the power plark my provided in the petition for need devambimiion in fis wouat repon
filed pursuant 10 Role 25-8.133, FAC. The estidates provided in the petition for nesd determination e non-binding etiimaes,



Some costs may be highor than estimmed and osher coss mey tie lower, A, ility shall provide such rovised estimpind iv-service costs
s may be nocessary i s annuad repon,
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