
























































































































































Based on the current project schedule, FPL believes that a comprehensive construction
contract will be awarded no later than November 2014. Whether it will be an Engineering,
Procurement, and Construction contract with a single vendor, or the Engineering and
Procurement portion with one vendor and the Construction portion of the contract with a
separate vendor is undecided. FPL has not engaged in any preliminary discussions and no
talks are currently scheduled. Staff believes the window of opportunity is still relatively distant
but should be executed by November 2014 to avoid negatively impacting project schedule.

During 2011 and into 2012, FPL extended its long lead forging agreement with
Westinghouse. As each expiration date approached, the companies agreed upon a new
extension with terms and conditions unchanged. The current extension expires in October 2012
and FPL states that it intends to seek another extension. Forfeiture by FPL could cost the
company up to $10.8 million in lost reservation fees. Staff believes that FPL should negotiate a
binding agreement no later than 2015 to avoid in-service date slippage.

The bulk of project execution, construction, and expenditures lie beyond 2014. The
overall project schedule remains unchanged, with the Turkey Point 6&7 in-service dates still
targeted for 2022 and 2023, respectively.

FPL states that to date there has been no regulatory impact from the Fukushima
accident that will affect the pace or schedule of the Turkey Point 6&7 COLA . However, the
company states that it is reasonable to anticipate that additional regulatory and/or safety
requirements may result from lessons learned from Fukushima. Subject matter and potential
impacts on new nuclear schedule or costs cannot be predicted.

Staff believes that FPL employs internal controls, risk evaluation, management
oversight, and regular reporting requirements that adequately address project schedule, budget,
costs, vendor performance, and risks. FPL controls will need to evolve as project requirements
change.

4.2 EXTENDED POWER UPRATES

In 2011, the EPU project team continued to prepare License Amendment Requests
(LARs), and complete engineering modifications. EPU project scope also increased, due to the
completion of more refined engineering design packages and design evolution. Detailed
engineering provided greater certainty to work scope and costs. As project scope was modified,
cost and schedule changes were adjusted.

FPL experienced additional LAR license engineering and support costs, from changing
NRC requirements and the project design modifications required by them. Construction and
implementation costs also increased, as final designs were implemented and outages were
completed.

According to FPL, EPU project management began evaluating whether to reschedule
the remaining outages in March 2011, and finalized a revised schedule by June. FPSC Audit
Staff's July 2011 report expressed concern about potential schedule shift and delays caused by
longer and more complex second outages and added LAR engineering costs. Shortly after
publication of staff's 2011 report, FPL adjusted the remaining outage dates and durations. Due

CoNCLUSION 46



to the adjustments, the uprate project completion was rescheduled from late January to March
2013.

In May 2012, FPL again revised their non-binding cost estimate upward. According to
FPL, the revision was based on more refined data from Bechtel, detailed design engineering,
first outage experience, and greater project certainty. FPL now believes the final EPU cost will
be in a range from $2.95 billion and $3.15 billion. This is an increase of $632 million (27
percent) over the low end and $671 million (27 percent) over the high end of the 2011 estimate
range.

Compared to the initial Need Determination estimate of $1.8 billion, the high end of the
new estimate range is approximately $1.35 billion greater (75 percent). With engineering
modification packages now nearly complete, FPL believes far greater cost certainty exists and
further increases are less likely.

FPL asserts that although project scope increased, design engineering remained behind
schedule, estimated project completion costs increased, and NRC licensing delays occurred,
five of eight outages have been completed to-date and approximately 53 MWe of the total 490
MWe estimated increase has been achieved. The uprate project currently remains on schedule
for completion in 1Q 2013.

FPL's annual feasibility study shows the project is viable in six of seven scenarios. The
seventh scenario assumes that either environmental compliance costs, or both environmental
compliance and natural gas costs, remain low for at least 30 years.

During 2011, FPL also experienced a work stoppage event that created project delays
and increased costs. Staff believes that the February 2011 work stoppage at St. Lucie Unit 2
was caused by known and knowable risks that were not recognized or mitigated by the vendor
or FPL. Staff believes FPL's cost of approximately $3.5 million was avoidable and the result of
control failures, specifically ineffective tool accountability, lack of oversight, and inadequate
training. Audit staff recommends that the Commission disallow FPL cost recovery of $3.5
million.

With the serious exception of the work stoppage at St. Lucie 2, staff believes FPL has in
place and employs an adequate system of EPU project controls, risk evaluation, and
management oversight.
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