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NEw NU.BLEAR, FRtr..I.ecI (HNF}, Tunrc* PtriNT 6&7
o Cost eslimate range is olightly lqwer this year- $12.67 billion to S18.49 billion. Unit 6 and Unit 7 coristruction completion dates are unchanged: 202'l and1}2?o Commercialoperation dates are unchanged: 2022and2Q23

FPL annual analyses conqlude lhe project remains eost-effective in 5 of 7 scenarios
NRC disputed some FPL COLA analyses in2012; halted parts of the COLA review
A revlsed NRC COIA Review Schedule is expe0ted in June 2013
Draft Environmental lmpact Statementfor land exchange expected in June 2013
Site Certificatlon heafings scheduled for July - August 2Ot g
Long lead forging agreement expires in October 2013; FPL expects to renew
No Turkey Point 6&7 construction contraot yet Target for signing is late-2014

EX.TENDED PnwER }|$?FLATE PRtr.reeT (EPUI
. NRC approves all License Amendment Requests (LAR) in 2012

AII outages have been successfully complgted
St. Lucie (PSL) units I & 2 and Turkey Point (PTN).units 3 & 4 are on line
End-of-project cost estimate dses to $3.398 billion
ProJect close out target date revised to December 2013

7 tzrT PUR-FIISE AND ElBuEcrlvE
The Ofiice of Auditing and Performance Analysis performed the sixth annual review of

interna! controls and management oversight of nuclear proiects underway at Florida Power &
t-ibni Ccmpany (FPL or the company). This review _qxamines thq adequacy of project
management and intiernal controls for FPLrs New Nuclear Project (NNP) and Eitended Power
Uprate (EPU) organizations.

The primary objective is to provide an independent account of project activities and to
evaluate intemal controls used on ihese proJects. lnformation in this report may be used by the
Gommission to assess the reasonableness of FPL cost-recovery requests.

FPSG audit staff published previous reports in 2008 through2O12, each entitfed Review
o.f Florida Power & f,ght's Praiect Management lnterna! Controls for Nuclear Plant Uprate and
Construction Projects. These reportb are available electronically at:
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1,2,2 gtrsFE
The period of this annual review is January 2A12 to May 2013. Slaff examin€d the

adgquacy of FFL project management and internal controls for uprate and new nuclear
construction proiec{s. The intemal controls assessed were related to tlie following key areas of
project acil'vi$:

Planning
Management and organization
Cost and schedule controls
Contractor selection and management
Auditing and quality assurance

Well-conceived, comprehensive controls cannot eist in a vacuum. Ineffective unless
emphasized and embraced in an organization, internal controls leverage the chaltenges of dsk
management and decision making.

Risks must also be quickly and accurately identified, with safeguards devised to prevent,
mitigaie, or eliminate them. Prudent decision making results from well-defined processes
addressing risks, needs, and capabilities. Adherence to clear written procedures, effective
communication, and vigilant oversight, combined with auditing and quality assurance, are
essentialto ensure thai prdect decisioris and actibns are prudent.

This Commission audit staff review places primary importance on internal controls as
expresse-d in the Institute of IntemalAuditors Slandards forthe Professionail Pnctice of lntemal
Auditing a'nd in lhe Intemal Control - lntegrated Framework developed by the Commiftee of
Sponsoring Organizations (QOSO) of the Treadway Gommission. According to COSO, an
inlemal controlshould consist of five interrelated components:

o Control environment
+ Risk assessment
o Controlaclivities
+ lnformation and communlcation
o Monitoring

When looking at ihe effectiveness and efiiciency oT operations, the reliabiti$ of financial
reporting, and complianee with applicable laws and regulations; all five components must be
present and functioning well to conclude that intemal controls are effective. This report will
document the existence of each of these five components for FPL project management.

1.2T8. METHEDTTLEI]Y
The initial planning, research, and data collection for the ahnual internal controls review

o0cuned in January through March 2013. A staff visit to the St. Lucie and Turkey Point nuclear
plants took place in January 2013. Interviews with new nuclear and uprate leadership at the
FPL corporate offices in Juno Beach occuned in April 2013.

Staff conducted additiohal data collection, sampling, anatysis, and production of a draft
report fiom January to late May 2013. Audit staff also reviqwed testimony, discovery, and other
filiigs in this and related dockets,

A large volume of informalion wag collected and analyzed. fnformation collected from
FPL included the following categories:
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Policies and procedures
Organizational charts
Project timelines
Vendor and contract updates
Vendor invoices
Scope analysis studies by FPL and consultants
lntemal and extemal audit reports
Quality control reviews

I.A,l NEw Nu.trLEAts FnFue'er
FPL states that the company remains committed to pursuing tha option to build two new

AP1000 nuclear reactors, designated Turkey Point Units 6&7. FPL descdbes it's planning and
preparation process as a deliberate and incremental project management approach.

Proiect timeline endpoints remain unchanged fiom a year ago and FPL believes that
compfetion of Unit 6 in 2021 and Unit 7 in 2O22 is achievable with the existing schedule. The
sta( up for each unit follows a year later, in 2022 and 2023 respectively.

The current FPL foc,us and the projectlr criticaf pgth lQ licensing. The FPL near term
focus is achieving NRC approval of the COLA. Under the cunent project schedule, FPL
anticipates receiving COLA approval in late 2014. Exhibit I shows the cunent project timeline.

&urce: Document Request 1.32EXHIEIIT I
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The Turkey Point 6&7 project cpst estimate range is slightly lower than last yedr, in a
range fforn $12,67 billion to $18.49 billion. Feasibility is unchafrled from a year ago, the FPL
analyses showing the project as cost effective iq five of seven sqenarioq. B(hibit 2 shows the
project cost estimates over time, from 2007 to daie.

EXHIE IT U Sour@: D@.frnentReguest t 34

The FPL annual project cost estimate for ,2012 was $34.9 million. However, actual
bxpenditures only totaled $29.6 million, $5.3 million below the FPL Nuclear Cost Recovery fiiing.
The variahce is largely due to a shift of Land Use and SCA hearings from 2012to2013.

Due to budget constraint pressues and possible reguldtory changes idsulting from the
?Q11 Fukushima incident, the NRC is reevaluating its COI-A Review Schedule. Release of a
revlsed schedule is expected this summer. FPL will conduct a review oJ the new NRG'COLA
Review Schedule and, if necessary, fevlsa the Turkey Point 6&7 project schedule. FPL has not
set a target date for completing its review and publication of any nepessartr project schedulp
r€visions. Staff believes both actions will be completed this year and that changes to the NRG
COLA Review Schedule could delay the Turkey Polnt 6&7 prpject.

ln May'2A12. the NRC ldentified two signlficant lssqes lmpacting its ability, to complete
the COLA safety and environmental ieviews. The agency disputed FPL analyses for (1)
geology, seismology, and geotechnical engineering and (2) altqmatlve sites. The NRC qeased
review of those areas but proceeded with all others.. FPL was directed !o conducl an internal
quality assurance audit The co-mpany hhed a third party contractor with subject mafter
dxpertise tq assist. FPL shared the audit findings and conective actlon plans with the NRC.
The incofiplete or llawed analyses were conecied, with all actions conipleted by the end of
2012. Potentlal impacts to project schedule and cost are curently unknolrn.

fn June 2012, the NRC was ordergd by the US Court of Appeals to complete an
eiivlibnmental impact statement (ElS) and revised ivaste qonfidence decision and rule on the
temporary storage of spent nuclear fuel. The NRC acknowledged this as an agency priority and

directed its slaff to complete thls work within 24 months. ln August 2012, the NRC halted
issuing licenses for new reactors untilwaste confidence issues are resolved. Staff believes that

$2O.0Ellllon

$i5.0 Bllilon
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ldck of resolution by the mid-2014 deadline could delay approval of the FPL COIA. Contents of
the EIS and/or revisions to existing NRG waste storage rules coutd also negatively impact the
Turkey Point 6&7 project schedule.

At the federal level during 2012, FPL continued to respond to NRC requests for
additional information and updated its COIA wtth Revision 4 in December. A Revision S is
being prepared and the company has set a late-2013 target date forsubniission to the NRC.

At the state level, the Site Certification Application (SCA) process continued through
2012 and to date in 2O13. Favorable Plant Agency and Land Use Determination reports have
been received- Following receipt of final Miami-Dade County approvals and reports in 2013, the
cunent FPL focus centers on SCA headng preparation. SCA hearings are scheduled to begin
in July. HowdVer, uncertaintl/ oVer the timing of approvals still exists and staff believes it
possible that additional schedule shift may occur:

FPL is still without a construction contract but believ.es that schedule and licensing
uncertainty make continued delay of a contract decision the best cOurse of action. Whether FPL
will choose a single engineering, procurement, and construction (EPC) contract or separate EP
and C contracts remains undecided. Cunent project schedule targets awarding an EP contract
by-the end of September'z0l4 ahd the C portion by April 2015. tf FPL decides to use an EPC
eonbagt, the company states that it intends it to be in place by September 2A14. FPL also
states that preliminary discussions have been conducted with potential prime contractors but
that no substantive talks have occuned. Staff believes thd windo. w of opportunity for a contract
is still refatively distant but cannot be delayed beyond lale 2014 Without negative project
sQhedule impact.

FPL again extended its long lead forging agreemerit with Westinghouse. The cunent
extehsion expires at the end qf October 2013 and FPL will seet a further extension. Forfeiture
by FPL could Gost the company up to $10.8 million in lost reservation fees. Staff believes that,
absent changeg to the cunent project schedule, FPL must negotiate a binding agreement no
later than 2015 to avoid in-service date slippage.

' The bulk of project exdcution, construction, a4d expenditures lie beyond 2014. Overall
proi,ect schedule rentains un-chapged, wjth the Turkey Point 6&7 commercial operation dates
stiff targeted for 2022 and 2023, respectively.

Staff Glieves that FPL employs intemal contlols, risk evafuation, management
oversight, and regular repcirting requiremdnts that adequately address project schedule, budget,
costs, vendor performance, and risks. All cpntrols will likely need to evolve as the prqject
mafures, moves into a robust construction phase, and requirements change.

I.ts,.U EXrEi{DED tlctWER UFFIATE FRrfot.EtrT
In January 2O12, EPU project management implemented schedule revisions for the

PSL€ and PTN-3 final outages,

The EPU project teem contlnued to receive flnal NRC EPU-LAR approvals, and
cOmplete EPU project outage construction for the remaining four outages. FPL experienced
:additional LAR licenSe engineering and support costs, from changing NRC requirementg and
the project design modifications required by them. Consbuction and implementation coFts also
increased, as final designs were implemented and outages were begun. The timeline for the
EPU pioject is shown in Exhibit 3.

EXEtrUTIVE: EI.IMMARY
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fn May 2O12, FPL revised the non-binding cost gstimate upqrard to a iaflge between

92.95 billion and $3.15 billion. The estimate incieased further in May 2013, to ah estimdted final
project cost of $3.39 billion. Exhihlt 4 shows the estimated costs fqr the EPU project from 2007
to the present.

EXHf EIT 4 souce:Documentr{eguest

PSL-I and PTN-3 outages extended beyond the planned outage schedule. PSL-I was
extended 19 days longer than expected, and PTN-3 was extended 32 days beyond the
gxpected completion date, causing additiqnal project costs,

FPL continued to use stand downs during the outages to ensure safe project work
conditions and qualfi work. Siand downg 6re generally short in nature, reinforcing certain
aspecls of work safety, FPL noted that it had n6 work stoppages of slgnificant delay to the
projecl during 2012.
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Project scope increased, design engineering remained behind scheduie, estimated
prbject completlon costs increased. and NRG licensing delays occured. The iast scheduled
outagefortheEPUprojectwascompletedinApril2013. FPLhasestimatedatolalof5l2MWe
increase has been achieved over the four unlts uprated.

FPL ieversed $2.4 million in per diem payments aftributable to companies Whose
workers were ineligible. FPL will make further adjustmenls as needed.

Additional resources had to be used to keep the PTN-3 and PTN-4 outages on schedule.
This wds at least partly due to the inabillity of the lead contractor (Bechtel) to complete
modification packages and perform nece,ssary work on time. EPU management decided that
Bechtelneeddd h6lp to lnsure project schedule was met.

Bechtel was behind schedule for PTN. Additionat csntractor support was engAged to
keepthe PTN-3 and PTN4 outages on schedule.

The results of FPSC staffs review of EPU invoicing showed that FPLIs handling of EPU
cqntract invoices for the project followed established project practices and procedures.

Overall. thd EPU proJect has in place and employs an adequate system of EPU projeet
controls, dsk evaluatiofl; aftd management oversight.

1!4;1 TURkEY FsaHT 6'.&7

+ Project systems fqr intemal @ntrols, risk evahrFtion, and management oversight
are adequate and responslve to cunent pioject requirements.

+ Project invoicing policies and irocedures have funclioned appropriately, are weit
informed, and adhere to established practices, procedures, and protocols.

+ A revised NRC COLA review schedule will be released thls summer. Changes to
the NRC scheduie are likely to impact project schedule. Delays are possible.

e As the project grows exponentially from licensing to construction, FPL should
continue to reevaluate the adequacy of internal conirols and oversight protocols,

+ Failure to sign a construciion contract by the target date may delay the project
and commercial operation dates.

,7 EXECIJTIVE TUMMARY



7.4,2 EXTEHbEI) FlEwtsR IJFRATE

+ Although the final cost ($3.398 billion) exceeded original project estimates, the
four extended power uprates are complete, adding 512 MWe of generating
capacity.

+ The project has adequate internal controls, risk evaluation and management
oversight..

a Invoicing controls function well, follow established practices and procedures, and
include proper approvals. Invoices are fully documented and challenged when
appropriate.

+ Current unresolved wananty claims should be reviewed in the next NCRC cycle.

ExE,cUTrvE 
=IUMMAR'V



Z.A NEw E[xNsTRuETIctN . TURKEY F|ETNT 6&,7

2.1 .7 S|IBNIFItrANT EVENTS
Throughout 2012 and to date, the Turkey Point 6&7 project remained focused on federal

and state licensing and permitting processes. Below is a list of milestones achieved in 2012
and io date, atong with others anticlpated through ihe end of 2013.

Milestones 2012 and to date:

COntinued to respond to NRG Requests forAdditional lnformation (Ml)
Underground Injection Conlrol exploratory well completed (9/12)
Ownership Participation Memorandum of Understanding signed (9/12)
Miami-Dade Countf (M DC) approved additional prirject zoning (0 1 /1 3)
MDC submitted an aflirmative Land Use consistency determination (01/13)

Anticipated.$lilestones tp end-201 3:

Respond !o RAl
Reviewthe revised NRC COI-A Review Schedule
Proceed to public comment on a draft NR$ Safety Evaluation Repori (SER)
NRC (draft) Environmental lmpact Statement (summer, 2013)
State Site Certificatibn (SGA) hearings (07/13)
Extend Forging Reservation Agreement (expires 10/13)
State Siting Board hearing on Site Certification (12/13))

iErare - strE BEdTrFitrATiEri.t AtlFLttrAtitrN (gitrAl HEARtNsg
The SCA process continued through 2012 and into 2013. HearlJrgs are scheduled to

.begin in July and include two public- input opportunities. FPL has scheduled over 40 witnesses
to date and reports that discovery fot the Site Certificaiion hearings has been twice that of a
typicalrate case-

Areas of contention between FPL and olher stakeholders still exist. FPL states its intent
iq to atiempt resolutlon of as many as possible before the SCA hearings. Some municipalities
are iikely to oppose the FPL application, probably on the siting plans and aesthetic qualities of
proposed transmission corridors and lines. D_espite the challpnges, FPL believes the project is
in a strong position for the hearings and the company states that it expects to obtain approval.

The proposed transrnission corridors must be certified by the Power Flant Siting Act
process" Cunently underway, the expecled completion date of the process is in late 2013.
Once FPL has a c6rtified conidor, necessary conidor land rights (fee or easement) for rights-of-
way can be identified and acquired.

LAND EWAF AND TRANFMISEI.ET.T
Negotiations are ongoing for the Everglades National Park land exchange. A key

process component, the draft Environmenlal lmpact Statement (ElS), is delayed- Originally
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e$ected in 2012, expectation is noW July or August of this year, followed by a record of
decision in early 2014, and completion of the exchange by mid-2014.

Th-e FPL prefdn6d eaStem corridor is almost entirely tocated within existing FPL owhed
or public transportation rights-of-way. The cbnditions under which the company would be
allowed to use the public rights-of-way will be established during the ceitification proceeding.

The FPL preferred wegtem corridor would use the congressionally authorized land
exchange conidor in Evqrglqdes National Park. Delay of the required EIS puts completion of
lhe land exchange after state certification. lf an alternate western conidor is selected, FPL
would need to acquire additiopal land use rights, likely at significant additional cost to
customers. lt is also uncertain whether FPL could secure all necessary lafld use rights.

FEDtslrAL - trEILA REvIEw REMAINS THE trRITItrAL F.ATH
The COLA review schedule remains the project critical path for the Turkey Point 6&7

prsjeat. A revised COLA Review Schedule is expected from the NRC this summer.

The NR0 lS expected to makq gha8ges to ihe current review schedule, perhaps delaying
the,FPL COIA review process and flnai approval. FPL statris thdt it cannot prcdict whether or
to wha! exteni delays are possible until the ievised revierrrr schedule is published and it conducts
a thorqugh project revlgw. The review Will allow FPL to quantify impac{ to the cunent PTN 6&7
project tirheline.

The NRC has previously made changes to the COLA revr'ew scheduie but FPL was able
to absorb them with schedule margin in the original project plan, That margin is gone. Further
NRQ changes are likely to result in prqJect schedule delays and potential cost increases.

FEFERAL - cctt-A RE\rIE|I]NT'4 r'.ND, 5
FPL submitted Revision 4 to its CoLA to the NRC in December 2012. Revisien 4

incorpgrated changes .derived from the pSoject plan and actions taken in response to NRC
requests for,additional informatiqn. FPL is cunenlly preparing a Revision 5 and targets
submission of the revision io the NRC tate this ydar. The contpany stateS that these revisioris
do not affect prdect critical path.

FeE e:tsAt- - tr,Bla TAFtrET D4re 13 E.uEEfi.Etl4er-d
FPL believes thal receiving its COI-A by Seplember 2Q14 is a challenge because qf

pogsib-le federal budget and wasie conlidence issues.

In June 2012, the NRG was ordered by the U. S. District Court of Appeals to prepare an
eriVirohmental impact statement and revise the waste cqnfidence decision and spent nuclear
fuel tefnporAry storage rule. The NRC acknowledged this as an agency pdofity and directed its
staff to complete this work ririfthin lwo ye?rs. In August 2012, the NRG halted COI.A approrrals
until thdse issues were resolved. An NRC failure to complete the court ordered requlrements on
time could delay approval of the FPL COLA and negatively impact PTN 6&7 project schedule.

The effects of NRC budget reductions may also impact the resources available for COIA
review, causing a sfowdolvn in approvals. FPL states that the NRC must successfully address
waste confidenc€ while simultaneously continuing its COIA process in orderto meet the cunent
project schedule.

NEw EtrNsTRUtrTIEN 1tr



FEDERA-L - PFI]ELEMS tN trEL.A Fs;A$a 9.5
In mid-May 2012, lhe NRC identified issues in the Final Safety Analysis Repoft (FSAR),

Section 2.5. disputing FPL analyses for geology, seismology, geotechnical engineering, and
alternative sites. The disputed areas impacted the COI-A safety and environmental reviews.

The NRC cited original FFL analyses as unclear, incomplete, Or unsupported by
references.l Due to the significance of the issues involved, the NRG halted COlAiafety ilni
environmental revie$s until deJiqiencies tryere conected, but continued reviewing olher seqtlons
of the FPL COLA. The NRC also directed FPL to conduct an internal audit of quality assurance
measures related lo preparation of these analyses, infonning the NRC of findings and proposed
conective.actions.

ln response to NRG concems, FPL hired AMEC to help address identified probtem
areas. AMEC has previously performed FSAR 2-5 specific work, is familiar with NRC review
processes, and knowledgeable of unique Florida geology and seismic characteristics. FPL and
AMEC conducted an examination of FSAR 2.5 RAI responses and FPL directed the lead COL
contractor (Bechtel) to perform a_technical review of its subcontractors working on FSAR 2.5.

As a result of the review and audits, FPL put into place new and more thorough RAI
processes. FPL directed Bechtel to add an independent technical inspector to the review and
comment process. FPL also initiated a double review process to further insure that producb
from Bechtelwere of the level of technicaldetail needed forNRC review FPL shared all review
findings and observaiibns with the NRC. As of the end December 20t2 the additional analyses
were submitted to the NRC. All conective actions related to the intemal audit were completed
by the end.ofJanuary 2013.

FHL Inmaeo warranry earmslagarnsr rlecnrer anq vwrnnerq paymem penorng't
resolution. Parties later agreed th"t a p@I was not associatEd with wananty work Z
and paymentwas issued. The balancefiwas withheld from Bechtel. FPSC audit staff I
believes this,adequately resolved the issue.

FEDTRAL: RETFETNDINE' Tg NRE RENqESTS FT]R IN,rETRMATTIIN
At the federal level, FPL continUes responding to safety and environmental requests for

additional information and ahtibipates completion of all outstanding RAls by midyear. To date,
FPL has rec.eivqd slightly over six hundred separaie RAls for thb Turkey Point 6&7 project,
about equally divtded between gafety (including secudty and emergency preparedness) and
environmental issues.

FPL has received 622 RAls since submission of its COLA. Of those, 79 were received
in2012 and six in 2013. Of these 85, sjx remain outsianding. None are cunently overdue.

PRETJEtrT - iN SenvttrE DATEEI UNtrHANEETI
Ths in-service target dates are unchanged. Exhibit 5 shows the schedule ove-r time.

I NRc tetter to FPL, May 4, 2012. Subjec[ TufteyFoint 6 and 7 Combined Llcense Applicaiion Review Schedirle. pg. 1.

II New cicuernustlgtl



EXHIEIT 5 $ource: Documenl Request t.Sz

FPL mairrtainit that Unit 6&7 in-service target dates remain valid but notes that it is
experiencing some regulatory 6chedute varian@ and minor scheduling detays. The company
undertook a complete qchbdule review in 2O12 to determine if current timeline and lnternal
milestones needed adjustment. By elirninating schedule margin, FPL determined that although
sor!.e Inten.nediate dates may shifti the overall schedule q4d commercibl operation dates for
both units remain viable under present conditions.

FPL management recognizes that schedule turbulence is possible at all regulatory levels
and slates that the company attempts to minimize it. Tqward that goal, FPL states that it
maintains close coordination with regulatory approval qgencies, holding regular meetings with
them and oth€r intercsted paities.

.FqTTJFCT . 2B1Z' FXPENDITURES' LtilY,IE.R THAN EXPEETED
FPL new nuclear project expenditures during 2012 weie lower than anticipated. Tlie

orlginal bu-dget estimate was $34.9 million but expenditures only totaled $29.6 million.

Actual expenditures lor 2}12were $5.3 million below the FPL Nuclear Cost Recovery
filing. Licensing and Permittirig activities had lower than expected costs. There wele rio
expeqditures for construstign, transmission, long lead procurement, or power block engiheering
an-d procurement. The $5.3 million variance was largely caused by changes in the pa-ce of
regulatory and licensing. revlews.. The largest portion of the variance was realized from shifting

the Land Use and SCA hearings from 2D12to2013.

Licensing costs tgtaled $22.57 million colnpated with the earlier company estimate for
the year of 927.81 million. Variance ($5,24 million) iesulted priinarily from lower than
anticipated SGA expenses, project team costs (payroll, expenses, and faqilities), outside
support for environmental services, and legal expenses.

Permtfting expenditures toi 2012 were lower than anticipated. Originally estimated at
$1.46 million, the project actually spent $1.00 miltion. The Variance ($0.a0 million) was realized
in lower than expected project communication support costs and legalfees.

An area that experienced higher than ant'rcipated eXpenditures was Engineering and
besign, Wilh an original projection of $5.64 million, actual engineering expenditures totaled

$5.99 million. The vadance resulted from modifications required in the drilling and testing plans
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for the underground injection well and t!," f fee assoclated with r4embership in the 1
Electric Power Research Institute (EPRI).Z

PEFdEtrT - CiENSTRUqT|EIN EENTFAII.T TAngErgP FET ZEI 1 4
FPL is stili without a construction cohtracl believing that schedule and lic€nsing

uncbrtainty continue to make it advantageous to defer, Additionally, no decision has been made
whether: an EPC or an EP&C contract would be more advantageous.3

Although FPL recognizes that there may be crafr availability and cost risks from delaying
the s'tgning of a contract, it.believes this couise of action best serves company interests. The
current project schedule targets awarding an EP contract by the end of September 30, 2014 and
the C portion by April 1,2015.4 lf an EPC contlact is chosen; FPL statds that it would be done
by the EP contract milestone of September 30, 2014, FPL does not believe defening a major,
construction contract negatively impacts the overall project cost or schedule.

FPL states that preliminary diseussions have been conducted but no Sqbstantive talks
h-ave been initiated with any potential prime co4tractors.

FRF.TTEET - l,:.trNq !-Eno FErh-crNE REEFtsv.Arttrii
The Forging Reservation Agreement was originally signed by FPL and Westinghouse in

2008- This reserved manufacturlng capacity for specialized, ultra-heavy forgingS. The original
agreement included a reservation fee of $10.8 million and expired in December 2009.

S-everal extensions of the original expiration date have been negotiated, the latest
extending it through October 2013 and preseMng originalterms and conditions. Negotiations
are ongoing to further extend the expiration date.

FPL belleves that continuing to extend the original contract meets its interests. The
€Drnpany believes it reduces cunent costs and preserv. es sehedule fle.xibility while still
preseMng the uitical manufacturing slot. Extensions defer manufacturing and storage cosls
and minimizes cunent exposure if FPL should opt to significantly defer or cancel the prqiec{:

FPL acknowledges risk if the agreement is dissolved lnstead of ext6nded, resulting in a
partial refund, minus 15 percent for administration, if Westinghouse is able to remarket the slot.
lf remarketing the slot fails, FPL could iose the entire $10.8 rriillion reservation fee.

The company corltinuqs to acknowledge that tong lead forging manufacturing must
begin no later than 2015 in order to meet cunent ih-seryice dates;

P'nplilecr - .t ol r.t'f E wN.ERFH I p' Dleicr.re gi Eru g
FPL management mainlalns that the cgmpany needs 100 percent of Trlrkey Point g&7

capaciti for its own custoniers. HoWev€r, FPL hab executed an option agreement witll OUC for
100MW if FPL rbqeives a COL 6y 20.22, demonstrating broader support fbr the project.5

FPL is compliant With the Commission order to maihtain r€gular dibcussions
pr,q$pective joint owners, coJrducting annual meetings and providing the Commission

I Ogc*et No. 130$9€1, WRness Scroggs festimony, pg: b7. fines 12-14,filedMarch 1, 2013.
' EPC - Engineedng, Procurement, and Conslrucl'on by one vendor; EP&C - a slngle vendor for Engineedng and Procurement,

and a second vendot for Gonshudion.
'Document Recuest 1.3
3 Docirmint Reiiuest 2.1 PoverPoint presentalion 'Neri, NirclEar Update -Aprii 2013'

with
with
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required status reports. The Annual rneeting is scheduled for May 2013. Participants include
the Florida Municipal EnergV Association, Florida Municipal Power Agency, Orlando Utilities
Commission (OUC), Jacksonville Energy Associatiqn (JEA), Seminole Electric Qooperative,
Ocala Electric, and LakelAnd Electric.

h.t.'Z rfuRKEy FtrrN:r 6&? PRrl.reer tro'Bf ESTIMATEB
The original Determination oJ Need in 2007 outlined a Turkey Point 6&7 project cost

estimate ranging from $12.08 billion to $17.76 billion. The totql was divided into four categories:
site selection, pre-construetion, construction, and Allowance ior Funds Used During
Construc'tion (AFUDC). See Exhibit 6.

Estimated final cgs! of the prpject is in a range from $12.67 billion to $18.49 b-illion,B

down slightly ftom $12.81 bjllion to $18.69 billion a year ago. FPL updates this estimate
anngally to reflect actual costs for the year just past, actuaUestimated costs for the cunent year
and prgjected qosts for the sulsequeht y9at. This has generally resulted in defemng some
costs to future years with two efiectb on total prol'ect cost flPC), Deferring cqsts ocposes them
to escalation that usually increases TPC bqt avoidg intqrest charges thaf tend to decrease it
FPL states that the lattEr facior dominates; causing the slight net reduction. See Exhibit 7.

EXH I E lT 7 Sourcs Doc&el Na 130009-El, l/[r&rss Scrbqgs, ertbfl SDS-7, *hedula TOR-Z; May 2013 Teslinqr!

6 Docket No. 130O0SE|. TOR-2 (frue-Up to OriginaD. pg. 1 ofl. May 1. 2013

ld&less Sqoggg Exnibrl S.DS.7. Schedule TOR-Z Ma. y 2013 TesHnory
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Z.I;g FPL FRO.JEb? FEAgISILiTY ANALY'EIEE|
FPL pbrforms annual feasibility analyses to determine pioject feasibility and the

company belieyes these prclide an additional layer of accountability and management
oversighl The analySes gonsidermultiple scenarios under varying conditions and assumptions,
using fuel and environmentalforecasts, capital cgst estimateq and sunk cost data.

FPL States lhat the analytjcal rhethodologies and approaches used in the current
feasibility study are Very similar to those used in the 2007 Need Determination filing and in
annual analyses 2008 thiough 2012.

FPL states that its most recent feasibility analysis shows the project to be cost-effective
in five of sglen scenarios, the same outcome as last yearrs fea.sibility study. FPL believqs that
its anhual anal!'ses strongly support continuation of the Turkey Point 6&7 project, that the
projegt.remains feasible, viable, and ofiers substantial benefit to consumers compared to any
non-nuclear alternative.

2.2.1 PRETJE|rT CII'NTREILTI
Project cpntrols exist in FPL's financial and accounting systems, department procedures,

and desktop instruotions. FPSC audit stafi believes the controls are adequate, sufficiently
compphensive, qnd responsive to the needs of the project at its cunent stage.

ln 2O12, FPL created several new proJe0t iristructions and ievised others alieady in
existence. See Exhibit I below. Staff believes the new !'eferenceg and prgcedqrqs brought on
line In thd past year a're a response to project maturation, not conective actions due to control
defrclencies, No inJemal auditsl qualify assuirance reviews, or extemal audits reviewed by staff
citbd any weaknesses in prpjEpt instructiohs.

Source:, Doc umena Re We st 1.25

Raquest for infprmandn (RR) and RFi nesponse NNP;Pl4t 10t04112 Revised

GOLA Configuratlon Control and Besponses lo Requesh forAdditional
lrrlnrmation fnr Prolect Aoollcaliohs NNP-PI-04 07t20112 Revised

NNP NRC Conegpondence NNP-PI.O6 1U15tl2 Revised

NNPDeparlmentTraining NNP-PI-07 o2ngt12 New

NNP COIA Revibw & Approval Ptooess NNP.PI-08 07120112 Revised

Exploratory and Dual Zone Monitoring Well Projecl lncldent Response
lirqlhr*inns NNP-PI-15 07to3t12 New

Payroll Dlstribullon Revlew Process nla 06t11t12 New

Monthly Cpst Beporl Process nla 06t11t12 N.ew

lnvolce Review nla osnq12 New

Expelse Repod Review nla 07t24t12 New

TXHIEIT B
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Four project instructions w.ere revlsed in 2D12, including NNPPI-O4 which improved
existing RAl response controls and NNP-P|-06 which governs corespondence with the NRC,

The use of \vhite papers" Qontinue as a means for project leadersh.ip to memorialize
key decisions. Management Uses white papers to capture process and rationale, preserving
important details and chain of event data fof future review, recall, or regulatory oversighl.
Project managernent believes white papers to be an integral part of project transparency.

The primary project control and internal / external processes for Turkey Point 6&7
remain unchanged. For project control these inqlude:

+ Budgeting and reporting process,
t Schedule and actiVity reporting processes,
+ Contract management process, and
f Intemal and extemal overslght processes:

And, for intemal and/or external oversight

a Executivemanagement,(} Subordinatemana$ers,
t FPL subject matter experts (SME) and team members,
. Ttrkd parly experts
o Mutually reinforcing schedulds and cost cgntrols, and
+ Regular updates/reports fbr risk, cost, and schedqle,

The FPL ProJect Gontrols group provldes management with routine, regular,reports on
schedule, budget, costs, vendorperformance, and risk. Primavera€ remains as the scheduling
softwaie, capable of realtime updating, actiye monitoring, tailored date sorting, and as an aid to
producing customized, detailed status repo rts.

it has been nearly two y€ars since the PTN 6&7 project accounting and financial system
mig.rated to the SAP software system. FPL states SAP is more user friendly than its legacy
system, with improved leporting and uploading capabilities. No problems have been reported.
SAP is the only system used to initiate and record management approval for commitrirent of
Tqrkey Point 6&7 project funds.

2.2.2 RIEK MANAEIEMENT REFtrRTINg
Formal risk management is focused in two specific reponq. Monthly, a project specific

dashboard tracks key project aspects that const'rtute major risk areas. Quarterly, a broader
review is conducted to determine and refine significant risks and associated trends. These fead
to a Quarterly RiskAssessment.

On a monthly basis the NeW Nuilear organization reports prgject status to the executive
team through meetings and formal presentations. lf particular sltUations or decisions wanant,
Tuftey Point 6&7 prgject leadership has the option of presenting the information to and
obtaining the advice of the FPL Risk Cornmittee. No prese.ntations Were made to the FPL Risk
Committee in20l2orto date in 2013.

Mcinthly dashboard ieiiorts mesh with and contribute to the Quarterly Risk Analysis.
Staff requested and revle-vrred all Turkey Point 6&7 monthly dashboard reports for 2012 and
through the first quarter of 2013. Monthly reports provide more clarity and detail, probability qf
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occurrcnce for each risk, and analysis of potential project impact, qost, and schedule. Areas
assessed are unchanged this year and include:

NRC Licensing
US Army Gorps of Engineers Permitting
Site Certifi cation Application
Underground Injection Control well
Miami-Dade County
Development
Project Design
Prq-Conslruction Planning
Budget
Schedule
P.rocurement
Safety

FPSC audit siaff believes the slate of monthly dashboard tqpics is currently gufficient to
infqrm,project leadefshlp. As the projeA moves ffqm licensing to construction, however, staff
belieVeS a reassessment and restructuring of content will be necessary.

VI2j3 MANAFEMENT EVEFlSII3HT
No major personnel changes were made within the project during 2012. None are

currently planned foi 2013.

The proiect is structured within jointly responsible oiganizations - Dgvelopment and New
Nircl6ar Plant. Until March 30, 2013 both reported to the Vice.President for Engineering,
Co-nstruction and Corporate Servlces, with a dashed line reporting refalionship with the Chlef
Nuc{ear Officer (CNO), the executive responsible for interactions with the NRC. Beginnirig that
datg, boih organizations began reporting directly tq the CNO.

With the project scheduled to complete local approvals and state certifications in 2013;

dciions nec€ssary to attain federal (NRC) licensure wil! supplant the cu"nent focus. FPL
determined that it would be beneficial going forward to creite a closer, fiore direct linkage
betWeen New Nuclear and the CNO.

FPL states that the organizational reporting change will form a mote efficient ploject
alignment going forward. The company maintains, hotuuever, that there is no coresponding
iinpact fom nis change to internbl proJecl operaflons, sub.ordinate structure, or bxisting

relationships with conbacto.rs dnd regulators.

ztz;4' AUDITE
During 2O12, the Engineeing & Construction - New Nuclear Proiects - 20i1

Eypenditurei Review wag performeq by Expglq _tf.nder FPL lniernal Audit dlrecti.qn -and
. The audit examined approximatelyl mi!!!on oI
iect exoenditures. Arebi examined ifrEifded I

of the $22.7 millionl
_expendllules. examined

of annual NGRC filings;
were

be

rcsponses
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expenditures, the Englneeing & Construction - New Nuclear Projects - 2012 *pery[ttqres
Revfer'v. Areas to b6 auditei are unchanged from the previous ire"t - I'I1

' 
H'JroH'i:::ffi 

"TK[ 
-"?il!!il1#i i

@rttheauditwasnotyetcompleted.commisslonauditstaffwi||

ln February 2013, InternaiAudii again contracted Experis to conducl an audit of 2012

revlew the audit reportwhen available.

tn 2012, Concentric Energy AdvisorS (Cohcentric) also reviewed project actMties and
controls, as it haS aRnually since 2008. During this latest annual review, Concentricfocused on
Corporate procedures. project plans, involvement of intemal stakeholders, reporling and
oversight, conectiVe actions, and viability of project technology. Concentric concluded ihat FPL
appropriately and prudently managed the proiect in2012.

ZrZ.5 f.'trll Qunl-lTy AgsuRANdt,REvlEvts
QUality Assurance (QA) holds vendors accounlable for process and product quality while

under contract to FPL. Oiersight bf production quality, manufacturing activities, and control
procedures is accomplished through inspeclions at the vendors' headquarters andlor
mdnufacturing sites. ln2012, fPL Quality Assurance assessors noted no areas of vendor non-
compliange related to the Turkey Point 6&7 projecl

FPSC audit staff believes that FPL Turkey Point 6&7 QA oVersight iq adeqqate and
properly focused. The oversight plan ind scliedule is respgnsive to cunent project needs. As
the prolect expands dramatigally ln the transition from licerising to constructlon, scale and tempo
will conespondingly accelerate. At that pelnt, an FPL reessessment of its OA oYe!'sight plan,

sqhedule, lnO structure will be wananted and restructuring may be necessary

fPL manageinent, project leaders, technicaf ieprggentatives, and quality assurance
persOnnel monltor vendor performance on a daily basis. Monitoring at various leVels is intended

to en-s.ure thal ven{of pefgrmance meets cohtract deliverables and cost parameters.

integrated Supply Chain (lSC) souping specialistg and _oonttact managers monitor
ghange oiders and inv-oicing for anomalies. ltems outside established contractual norms are
routinely reportgd up the cfrain of cqmmand. Schedule and cost risks qrg ldentified, prioritizdd,

and quantified. This information is then used to formulate responsive solutions.

fPU believes involce mistahes and vendor overcharges are qillckly discovered ihrough
application of existing and newly created systems, protocols, and processes. Monthly, lnvoicing
siilcjalisb review every inVolC-e receiued ea'Qh month. lndMdual invoices are checked for
accuracy against cunent contract piovisions and prevailing fabor rates. Hours are vetted
against the appropriate sub-job. Travel expense requests are checked for applicability,
authorization, jrlstifications, and contraclual relevanqe.

Z,A,I trI]NTRAtrTEt EXESUTED ER MEDTFIEE,
In 2Q12, the FPL threqhold for expenditUres requlring a competitive bid was raisad

$25,000 to 950,000. $ingle source justification was similarly modified, the criterla rising from

$25;000 to $5d,000, and tne instructions for use of a predetermined source now requires
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approval by an Integrated Supply Chain (lSC) Director or higher. FPSC audit staff believes the
changes are appropriate and respon5iveto thE pioject.

FPL New Nuclear executed seven contracts ih 2012 greater than $100,000. Two were
corhpetitively bid and five were single sourced. Staff verified that required letters of justification
were present and ln compliance with FPL internal policles and procedures. As shown in
Exhiblt 9 beloq none of ihe original contracts is greater than $300,000.

EXHIBIT 9 A Sout6: D:oct)rirenfReguestl.50

Change orders are useful and comrnon components of the change,management
prooess in which chanEes to the scope or tems of the original contract are made and agreed to
by the paltles involved. Cfranges include work, added or deleted, which alters the original
contract amount or completion daie. Fourteen change orders (CO) with valueg over $100,000
were executed with various vendors ln2012. See Exhibit {0.

t Value includes original contra'ct and any subsequent change orders

Bums & McDonnell f)c-cinn nf rarlicl r.nllaclnr well T&M

-

0?J1il12 v?1!12
Layne Ghnlstensen Co, Exoloratorv / UIC well installation T&M

-

03/30112 04/30/13

Curtis Group SGA & Land Use lZonino T&M f, o3EAI1?' o4t30t12'

U:riversityof Miami EiDerlwilness suDDort T&M I 11nst1E' 05/05/13

Schlumbeqer Er<oerl Leoal Servlces T&M I o5/0gt12 06/30/13

TetraTechGeo Collector well modelinq suoport T&M I 08t01t12 03t31t13

PaceAnalytical R6clalmed Watei Analysis Fored f, 1111U12 12131t14
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Atkins North America 2012 3

-
ECT 2012 7 r
ECT 2A12 I I
Layne Christensen Co. 2412. 2 I
GolderAssociates lnc. 2012 7 :
GolderAssociates Inc. 2012 6 I
HDR Englneering 2012 I I
Eco Metrics, lnc. 2412 4

-
Westinghouse Electric Co. 2012 7 I,
GolderAssoclates lnc. 2013 I I
ECT 2013 10 I
Gurtls Group 2013 6 I
Normandeau 2q13 3 I
Ammon 2013 1 I

E)(HIEIT T O fuutrh: Munen .t Request 27
A

_ Open contracts with a value greater than $250,000 appear in Exhibit {1, below,
reflecting the original cohtract amount and subsequent change order increases. Commission
audit staff reviewed all single or predetermined source change orders for required justifications.
No discrepaneies were n-oted, 

'The 
Bebhtel contraci remlins the largesi 

"t 

- 

!
Signed in 2007, the Bechtel contract has 48 change orders witllgqrothei v-luerl-t
ap-proximatetyi"xpected laterin 2013, pushing cdntractvalue to! L

2.9"2 FF.5b AuDrr .5rarF lxveleE Revrew
Audit staff reviewed Turkey Point 6&7 project invoices as an integral part of Commission

oversight of FPL.contract controls and processes. The population set consistqd of invoices fOr
five contractors and representdd seven separate contrac-ts. The sample period was January
through December 2012. Staff reviewed $8.03 million, or 72.1 percent, of the $11.13 million
invoiced in2012 by the five contractors.

StafFs evaluatiqn checked authorizations, approval signatures, and uniform application
of involcing and conirol procedures. FPL challenges and appropriate push back of questionable
charges was also reviewed.

Staffs review reaffirmed that FPL invoicing policies and procedures are welt understood
and that invoicing personnel follow established practices, procedures, and protocols. The
revision of expense r€port review procedures (July 2O12, Exhibit 10) contributed to more
efficidnt and accurate handling of expense reports.

NEw trENSTRuTrTItrN za



fn the invoices reviewed, there were no major amounts disputed. Authorizations and
required signatures were present and totals were properly reconciled. Supporting
documentation and invoiced amounts were challenged appropriately, with payment withheld
until issuBs had been reconciled. Memos thorogghty documented communication with the
contfactor regarding questionable submissions or supporting documentation-

EXHIEIT I I SourD.e: Doc&ef rvo. 1300(BEL l4rrhess Sc.'ogEs, SDS-7, Sciedula AE-?A, May2013
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3.8 EXTENDED FEII,VER LIFRATEE!

. During 2012, the EPU project received final approval of the remaihing l.icense
Amendment Requests (l-AR) from the Nuclear Regulatory Commission (NRC), and completed
three of th€ remaining foUr unit outages. The last EPU outage was Turkey Point (PTN) Unit 4,
completed in April 2013.

3.1 .1 Ztr 1'3. FE]5T ESTIMATE trucneage
in earty 2012, FPL wrestled with the Bechtel estimate of costs at project end. EPU

management vetted the Bechtel estimate with FPL executives, and requlred Bechtelto identify
potential changes and efficiencies to reduce EPU estlmated costs, Durlng the Spring of 2O12,
'EPU 

management contirtued to wprk with Bechtel to identify further reduction. In May 2012,
FPL filed a new non-binding project cost estimate range of between $2.956 billion and $3.150
billion to compiete the EPU project.

By the end of 2012, FPL completed the St. Lucie PSL-1r PSL-2, and Turkey Point PTN-3
outages; and the PTN-4 outage had begun. The PTN:4 outige b6gah in November 2012, and
was schedgled to complete In early 2013. EPU management began ramping down personnel
and contractors after the PSL outages cOtnpleted. FPL continued to ramp down personnel and
contiastors atTurkey Point, with the completion of the PTN-3 arid PTN-4 oiiages.

ln May 2013, FPL updated the EPU project estimate to $3.398 billion. The neW project
estlmate includes the completion of PTN-4 and FPL's costs fqr close-out actiVities to be
completed by year end 2013. FPL stated that the closeout in 2013 would result in no FPL
Nucl'ear Gost Retovery Clause prgjFct expenditures ln2D14. The 2019 revised cost estimate
€presehts irn Incrqase of $442 *;1lton (15 percent) over the 2012 low end estimate range and
$248 million (7.9 percent) overthe high dnd of the range.

Exhibit {2 shows newly estimated construction costs, carrying charges, and allowance
foifunds u99d dUring construction (AFUDC) from20Cl7 through the end ot2013.

oocket No. I gNg-E, Wnness Jones, *hlbit TOJ-13, schedule ToR-2, May 201 3
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3. 7,1 lNiineCseir [vlesAWArr Peeri_ucrrl]N AtrHrEvEp
' Based on the completion testing of the four uprates, the project has created an

additiohal 512 MWe of capacity for FPL customers. Thb lncrease ls 22 MWe (4.5 percent)
grpafer than the 490 MWe FPL predicted in March 2012, and 113 MWe (28 perient) greater
than the 399 ]t/We originally expected from the project. Exhiblt 13 provides a. summary of the
estimated and actualoutage completion and capacity increases achieved.

E, 1 i3 NRtr EryE€Ii FtitrAL LtilExblxia AeFnevaLs
A License Amendnent Request is required by ihe Nuclear Regulatory Commission to

receive approval for operating a nuclear unit a[ a higher level of output. The NRC licensing
revi6w requires the utility to provide sufficient information iegarding the unit's operatiorial safety
under the prescribed higher output conditlon to ensure thefe iF no danger to the public. All three
cif FPLs EPU ljRs were submitted to the NRC for review during 201A-2011. The NRC
approved allthree EPU LARs during 2012.

.3.1.4 FTiLiI trIUTAEE TAKES. ILETI$EE TIr ETTMPLETE,

By the end of March 2012, FPL had completed the firct sel of or{tages for all four unitsi
and the second outage fur'PSL.I was alrnost complete. However, during equipment removal,
FPl-experienced additional scope work necessa.r! to ge6lplete certain modifications. The
modificdtion changes required further engineering design, seheduling, planning, and
constructa-bilify reviewg. The added wofk lngfeased the outage complextty and staffing levels
forthe PSL-I outage, aind the oirtage extended 19 days beyond the estimatEd compleJibn.

During power agcension testing, FPL experienced issues with feedwater pump
vibrations, a stealn bypass cohtrol valve in6dvertently opening, and the need to replace
spargers located in the main condenser. The identification of these necessary modifications
required more time and resources to successfully repair.

Bringing condensate and feedwater water chemis!ry into specificatiqn also rEqtlked
rnore time and resources than eXpected. The large number of component replacements duflng
the outage required FPL to take additional steps !o ensure secondary water quality. FPL used a
cledn-up syslem to ensurb there were no foreign material contaminants and water chemistry
met required specifications bbfore beginnihg the steam generator conversion to steam.

EXHIEIIT 13
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EPU management stated that although additional scope extehded the PSL-1 outage
completion, there was no impact to other project outage schedules. FPSC audit staff
underctands that cerlain conditions:are unknown until work actually begins, and believes the
delays experienced during the PSL-1 outage were reasonable extensions of the project original
scope.

3.1.5 FsL. 1 MiE BYELE EuTABE'ig trguplerso Ag EITHEDULED
FPL explained to FPSC audit staff that NRC licensing staff responsible for l-AR reviews,

were involved in the Fukushima revlews, which caused some delay in reviewing the PSL-1 l-AR.
Due to an expected NRC approval delay, FPL planned a shorl mid-cycle outage oJ six to ten
days for late July 2012, The mid-cycle outage was necessary to change instrumentalion set
points, complete minor modifications for operation at the uprate level, and implement new plaht
operations processes and procedures. The oulage was completed as scheduled. Audit staff
believes the qdditional costs of the mid-cycle outage were unavoldable due to delayed.NR0
approval,

3.1.6 FTL.3 EuTAEE EEMP,LETES IN LE55 TIME TH/q.N ExPEtrTED
Although wet weather and Tropical Storm lsaac delayed the PSL-2 outage four dayS

duqing August and September, work was completed ahead of schedule in November 2012, FPL
noted that the use of lessons learned from the PSL-1 outage, and additional staffing resources
:involved with the PSL-I outage, helped complete the PSL-Z outage implementation more
dfficiently. FPL stated that by using the experience and additional staffing resources from PSL-
1, the PSL-2 outage was completed in 25 percent less lime and was 18 percent less costly than
PSL:1.

3.I ..7 FTN-5 EUTAGIE TAKEB LtrNEER TE EI3MFLETE
During the removal of component equipment for PTN.3, FPL discovered additional wcjrk

scope would be necessary. Soqle engineering deslgns required additional modification to
accommodate actual cqnditions found during eomponent remoVal. EPU management stated
tha! the PTN-3 outage defay was eaused by increased modification discoveries, emerging
scope activitles, increased staffing requirements, additional material, and time reEOurce
requjrements. FPL also explained that PTN-3 modifications were first-time evolution lnalor
modifications to plant equipment, which requked additional time and resoqrces !o gomplete

modifications.

FPL ddscribed additional factors that contributed to PTN-3 outage delay including,
undxpected asbestos abatement, wet and inclement weather delays, ind safety stand downs.
Increases in the number of work package planning stafi to complete scope increases and turn-
tlver support also added to projdct costs: lncreased commodities to support the outage
implementation, such as structural steel supports; increasgd large bore supports, small pipe
welds, electilcalwiring conduit, and cable were also required. ', 

,

EPU management used additional conbactoi re,soirrces to a3sist iri completing iimiiad
scope Bechlel woyk, to, mitigate the ippact of increaqe time and reiources necessary for the
outige implementration. The issues identified by FPL during the removal of PTN:3 equipment,
and systematic tumdver of the unit to plant operations extended the outage 32 days beyond the
esiimated completion.

FPSC audit staff understands that certain conditions dre unknown until work actually
begins, and believes the delays experienced dudng the FTN-3 outage contained reasonable
extensions of ihe project original scope. Gefiainty large projects of this nature do experience
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scope increaseg and the need for additional resources, which logically impact schedule and
costs. EPU management appears to have reasoned the dfficulties of this outage and made
appropriate eJfort to manage the increased schedule, €cope, and 6osis identified with the
c-ompletion of PTN-3. FPSC audit staff belieVes the edditional project costs and time to
eomplete the extended outage resulted from feasonable EPU management decisions to use
Fdditional resources and commodities to complete the outage implemenfation.

3.1.EI PTN.4 EIUT.A,EiE EtrMFLETE=I IN LESstTIMETHAN PTN.3
Due to delays experienced in completing the PTN-3 outage, PTN4 pre-outage work fell

behind schedule. EPU management implemented a "bridging strategyr with Bechtel and other
vendors to increase critical r€sources and limit the burden of the PTN-3 ouiage delay. EPU
management. noted that incoiporating les6ons leamed from the PTN-3 outage to each
modification foi the PTN4 outage improved overall results and helped nlitigate the delay. EPU
management also decided to transfei a portion of Bechtel's work scope to other major vendors
and further improve the schedule certainty for PTN4.

According to FPL, some engineering modifioatiOn scope bansferred to the EPU Planning
Group, requiring approximately 30 additional planners be addqd as resources. EPU
management also gave Shaw, Weld Tech, Ames, Siemens, and Williams contractors a portion

of the Bechtel PTN4 work scope for the outage, FPL gtates, that as a result of the bridging
Strategy, additional staffrng resources, apd lessons leamed from PTN-3, the PTN4 ouiage
completed 15 percerit faster and cost 21 pe.rqent less than the PTN-3 outage.

FPSC pudit staff believes EPU management reasbned the difficUlties of belng behlnd on

ilre-outage Work, but made appropriate effort to manage the schedule and scope identified with
the completicn of PTN4. The additional project cos-ts and resources used lo mitigate the pre-
outage delay for PTN4 resulted from reasonable EPU management decisions to use additional
resources and commodiiles to complet6 the outd$e implementation.

g. 1.9 WER,K ET.$N[] Darryi*ie AND EiTB.FFAEEET lN zf,J'l Z
Stand downs and work stoppages ensurc safe project wo* conditions and dtiality work.

Stand downs are short in duration and reinforce v.vork safety. Work stoppages are longer, used
to make contractors aware 6f problems in Work quality or adherence to procedirres or jlractiOes.

EPU management explains that stand downq are uqed as a means of correcting questionable or
unsafe work behaviors as part of its safety cirlture, to ensirre future safety events are prevented.

During 2012, there were 18'stand downs recoide.d during the PSL and PTN EPU
outages. Bechtel was responsible for 13 (72 percent), Siemens forforjr (22 percent) dnd Shaw
for one (six percent). Eleven stand douvns vvere at PSL (61 percent) and seven at PTN (39
percent). FPL categorized 11 (61 percdnt) stand downs as safety related.

According to FPL none of the stand downs impacted EPU irroject critical path.

A q2! I. GFJANT3Eg: TI3 EI]NTNEL3 ANE' E'vEhEiBHT
.On an gngo[ng basis, FPLs EPU project team makes revisions

lnstruclions to reflect changes within the project procedures and controls.
to its EPU Project
lf necessary, each
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EFU site managgment team has the flexibility to implement additional meetings, procedures.
and controls for their site.

During 2012, [wa new EPU Project Instructions were completed related to Hurnan
Pefiormance (EPPI-190) and the Work Hours Vatidation and Sampling Program (EPPI-235).
Twelve EPU Project lnstructions and the EPU Project Governance and Oversight Protocolwere
'revised during 2O12. Four EPU ProJect lnstructions were deleted from seruice due to no longer
being neoessary. In January 2013 FPL also deleted EPPI-FIO regarding P$L severe weather
preparation, since the units are completed and under plant operation.

According to FPL, two EPU Pioject Instructions are being considered for further revision
during 2013, relaied to Roles and Responsibilitiee (EPPI-140) and PSL EPU project Severe
Weather Preparations (EPPI-810). FPSC audit staff identified no deficiencies in EPU project
procedures and controls during this final phase of the project.

A.2.2 FE.E.IEtrT RtgK MANA.EEMEN?
FPL identifies significant EPU project rigks weekly in the Risk Registers and includes

them In the Monthly Operating Performance Report. The probhbility of each identified risk
occuni.ng and the estimated potential cost lmpact detbnnlne the weighted cost valUe assigned.
Mitigation activities and slrqtegigs are deleloped and assigned to specific prgject team
ihdividuals for risk resolution. When each risk is satisfac'torily mitigated, the risk is closed in the
Risk Registers and removed from the total risk potential estimated forthe project.

Project risks are updated and vetted in periodio Key Supplier Meetings that include
riendor management, FPL executiVe management, and EPU proiect management
representatives. EPU conducts a weekly meeting with the Execr.rtive Mce President Nuclear
Division & Chief Nuclear Officer to update senior level management'of project risks and
mitigation strategies employed. The Vlce Presldent of Uprates also provi{es proJect updates to
the Nuclea.r Board Gommittee pedodically to keep the NextER B.oard of Direqlors apprised of
project stafus, outage preparation. ahd proiect readiness efforts.

'The Executive Mce President & Chief Nuclear Officer also holds daily fleet operations
conference calls with all FPL uprate sites. These daiti calls provide FPL management at the
fleet level the ability to discuss site events, exchange operational best practices, discuss simiiar
operating experiences and solutionsi off€r inslghts to problematic conditions, and brainstorm
common issues, Dudng outage conditions, these daily calls aid EPU management in a similar
way by eonsidering conditions and situations eiperienced in other uprate projects.

3.8.3 I NTERh|AIJEXTERFIA,L AUEIT-T AND I N\,FSTIG,ATIEINsl

ziila.Auor-ra *Ho I

1n2012, sixaudits
audits, five were

of the EPU piojeciwere conducted. Of the six I
self-audit. Three of the live scheduled audits

auditors. The self:audit examined augmented staff timekeepingwere completed by extemal
processes at Turkey Point.

1!9 audll conggcbq_dqring 2012 *"r" 

-i 

I' I.werbl
duringtheaudiiilsrrltlngincqnclusionsTh'aiEFU-pro jecti

'.t
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A subsequent Int6malAudit repdrt was issued in Decer-nber 2Ci'12, aind fu.rthef reviews
occured thiough April 20i3. ln all, FPL reyerced $2.4 mlliion of charggs from December 2O12
through April2013, removing those costs from the project and its NCRC filings. FPSC audit
staff believes that the lsque, to this point, is resqlved.

But the has

Erh|bItl4isasummaryoftheEPU"udit"Econdirctedduring2012. t7
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claimed that, fofi purposes, contractors were being

toa
I

EXTENDED Fov.YER UFRATES



FPL lntemal
Aridit t intemal February

2012

L

I

t

I

t

I

I
I

I
t

Expeiis
2012 annual audit
ofEPU project
avnendillrrr-s

Exlernal May
2012

Reviewed sample transaclions related to

-

(Jonc€nnc
EnerSy
Advisors

Reviewof EPU
proiect contols Extpmql

March 2012
sqbmitted as

laqllmnnu.

R-evieuled EPU system of intemal conlrols in
2911

EIpefs Auditof!
conlrads Extemal 2Q2012 Review ol conlracts for PSL and PTN

FPL lhtemal
Audit

PSL Contract

lritemal &ly
2812 fffin"t-besunin

FPL Intemal
Audit

PSUFTN

fnieina!
Augugt
2012 lltF*"tililt or r

FPL lnternal
Audit

2012 reviewof

fcenr"a
lnvD|ctno

hterha!
September

2012 J contract and lnvoicing processes

FPL lntemal
Audit

PTN Conlractr, Intemal
Seplgmber

2412
Ertension "f-,begqnin2011

EPU steff Sdf Audit lqieniai November
2012

PTN augmented staffing limekeeping
pfocesses

FPL lntemal
Audit

Additional FPLf;p Intemal
December

2012
Additional report of 

-

begun in 2011

EXHIEIT I4 Wrcg: DocunEil ReCuesl 1. 14

2-j

b

7

o
t
z

B

,t

5
6

zo
zl

EPU 2012 project controls are hqth completed by extemal auditing firms-. FPL InternqlAudit will
complete two audits E Exhlblt 15 is a summary of the audits !
Ischeduteffing2013.

Four audits iwere scheduled to be compleled during 2013 for the l1
EPU project. The annUdl audit of project expenditures conducted by Experis and the review of
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2012 EPU intemal conlrols

t
L
3
rl
5
6
,g

1
lo
It

concfuding that the 'EPU project's procurernent funcflons performed quite well ln 2O12,o

Further, eoncenhfc observed ihat "FPL appropdqtely reassessed its contracting structure and
assignment of EPU seope, and continued to apply mbust procedures to its purchasing
actMtles.'

At the tlme of publication the three remaining scheduted audits were not yet completed.
Commission audit staff rivill review theraudit reports when available.

8,2,4, q-uALtTY As€ryn+ttee
FPLs Quality Assurance (QA) group provides oversight of all safety-related EPU Work

and majqr non-safety pr9j9ct9 valged grealer thqn $100,000. Quality Assurance" staff assigned
to each site conducts qualitf surveillances and work ihppections, provide daily qualily
summaries, and prepare safety-related nuclear oversight reports. Other Quality Assurance staff
merhbers are responslble for completing off.sitq vendor dversight, including reviews of
specifications, mdnirfdc'tUrlng pr606sses, and dellvery of sdf€ty:related equipmeht.

Daily Quality Suhimary reports are compieted by AA eValuators at PS.L and PTN.
lssues identifted are discussed in written observations and. provided !o aA management for
trending and further review Each report is rated s-atisfactory or unqatisfactory. lf OA obse.rvers
believe the actions and activities reviewed are safely gnd satisfactorily completed, apd are
compllantwith practices and procedufes the observation is rated satisfactory.

OA issues may range from simple housekeeping conditions at each construction site to
chalienges with equipment manufacturing quality, requiring QA action and oversight with the
manufacturer to remedy conditions. FPL QA is to address all safety-related issues through
additional qversight and conec'tive vendor gooperation. According to FPL Quality Assurance,
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there were no unresolved safety-related quali$ assurance issues impacting the proiects during
2012. Audit staffs review of QA Daily Quality Summary reports showed that these reports are
used to resolve specific problematic plant conditions and document contractor a.nd. v.en_dor
quality issues for ionection. Audit stiff concludes that these reports are a valuable iool to
.document quality issues and assist in documentfng specific actions taken to ensure conditions
irreimproved.

Contract oversight and management re,sponsibilities are shared between the EPU
Contracts Group, ProJect Controls, site technlcal represeitativesi and the Integrated Supply
Chain (lSC). ISC also provides long-lead proquremqnt, contract managemgnt, and
administrative support. Periodic evaluations of major contractors are completed to dgcumept
overall performance. Nuclear Business Operations also provides project assistance with capital
versus O&M and 'separate.and-aparf accounting decisions, as well as scope changes greater
than $250,000, invoice coding, accrualreporting, and budgetvariance reporting.

31.3.'l EtEtrHTEL FERFo'RMANtrE
As a result of FPL. and Bechtel EPC contractual negotiations during 2012, the eontract

no longer required target pricing or annual contractor evaluations. Therefore, a contractor
report card was not prepared as in previous years. FPL also negotiated contractual
concessions wilh Bechtel during 2012, totaling approximately $60 million, which served to
reduce overall project costs, EPU mariagement acknowledges the possibility of additional
smaller concessions before the project is completed in 2013.

EPU Mqnthly Performance Reports show that Bechtel was slow io rleet scheduled
engineering timeframes associated with outage modifications thrOughout 2012. A milestone
reCovery plan was necessa.ry to improve the PTN Unit 4 design, work packagie planning and
pre-outage work. In Septembet 2012, a Pre€utage Mileqtone Completion Plan staled that
EPU management chosa to add additiortal contractor resources to ensure Bechtel completed
the Unit 3 and Unit 4 qqtageg on schedule. While the PSL-I outage was extend.ed, the PSL4
outagE yirs completed In less tirfte and for less cost than PSL-I. The PTN-3 oulage was
extended, and the PTN4 oulage wag compfeted in less time and for less cost than PTN-3.

\A/hile Bechtel had some difficulties during the project, the overall performance was
suceessful. Bechtel completed the impfementation of four uprates in less than five yearsi with
some balancing 0f outage schedules. EPU management also noted that Bechtel is ond of the
elitg contractors in the nuglear industry capable of completing such a projecl as the St. Lupie
and Turkey Point uprates. FPL noted that it would likely use Bechtel in future projects and holds
the company high on the list of world class companies.

3.3i2 EItNBLE/EiqLE siEuRtre..IuarrrtbATrErNE|
FPSG audit staff reviewed EPU single/sole soUrcg justifications completed in 2012 for

the St. Lucie and Turkey Point sites. Based on the justifications reviewed, staff observed that
the overall volume and quality of information supplied in FPL single/sole sourcing justifications
cornply with FPL and FPSC piocedural requiremenls.
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3.3!3 trsr.irriears GiREATERTrrnN $1 Mrur,roN
For the final phase of the PSL and PTN uprates additional new contracts were

necessary. ln2012, FPL reported 197 EPU centracts with valuqs $250,000 or greater. During
the year, 37 contiacts closed, one was cancelled, and 22 were inactive, but remained open.
The EPU project initiated 50 hew contracls in2012, origtnated at $294,Q million. Eighfeen new
contracts in 2012 were valued at greater than one million dollars, and totaled $283.2 million in
planned spending. These eontracts repiesent g6 percent of the total new conlract dollars in
2012. Exhibit 16 provides a listing of new EPU contracts greater than one million doflars for
2A12.

EXHIEIT f €i T-7A,.Marctr

Tdh contractg over oiie tl!!!!gl_dg!!irs_Were single sotrrced ($169 milliOn); ohe Was
original equipment qangfacturer l, lhree were competitive ($16.5 million), three j,
were replacemen!-cqfrtB4q lor others ($1e.S million), and ong was a Predetermined Source ^
r)t"luuttEil ur,rlratrl h

3.,3;4. lNVEltrE EiAi'lFLlNEt
FPSG staff auditors completed a sample of EPU cqntract fnvoices for 2O12, as a means

of examining invoice approvals, reconcillatlon of invoice amounts, EPU challenges of invoice
amounts when necessary, accruals and short payments, and support documentation.

InVoices for tha major Contractore, lon$ lead material, and implementation support
functions were selected. These invoices represented $224 million (49.8 percenl) of the $450
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million invoiced for St. Llcie and $431 million (41.9 percent) of the $1.03 billioii invoiced for
Turkey Point during 2012.

The rcsults of FPSG staffs invoice review showed that FPLs handling of EPU contract
invohes for the project followed established proJect practices and procedures. Proper approval
signafures were present for invoices reviewed, invoice amounts were reconciled, data was
challenged wheie necessary, and questionable amounts were held for paymgnt until
researched. Invoice support documentation sufficiently evidenced the amounts invoiced, and
any amounts under question. Supporting memos documented communications between FPL
and the contractorinvoicing agent regarding questionable submissions and information.

3.s.5 EtrNTRAtrT MpiFrasier'rENT AND lfvE*slsrrr
Contract management responsibilities, processes, and oversight are shared

fesponsibllities.of the EPU Projeet Site Manager and Technical Represenlatives/Contract
Goordinators who administer site services. At the completion of authorized work, the Technical
Representative/Contract Goordinator is responsible for verifying ihat the contractor met all
obligations and determines if any outstanding contract deliverables exist These
representatives determine'whether billed work is completed satisfactotily, make sure thb level of
approval necessary for invoice payment is present, and close out the contract when all work is

completed. lf contract work has not been completed as specified in the contract, the vendor
invoice is denied and the work must be completed before payinent is made-

As the EPU project comes to cQmpletioh, qlosegut activities in 2013 will inctude
resolution of outstanding wananty issues. Exhibit 17 lists unresolved EPU wanan$ claims for
2012 through May 2013. The largest remaining unresolved, wananty claim inrrolves four EPU
contractors totallng $3.1 million. The FPL share of that claim may be as much as $1.1 million,
Audit staff will reviewthe resolution of these warranty claims in the next NCRG cycle.

EXHIBIT 17 Fequest

B

U2 Controt Rooni A/Gdoes not
maintain requhed lemperature

Auto trip due to MSIV- 1B failure
and iapld closqrg

leakage and oil leak fom
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tseChtel lhterfaced with bo$r EPU Project and site management to provide oontracl
ov_ersight during ttre project for its subcontradors. As the EPG contras:tor, Bec-lrtel coordinated
the uvorlt of confadors tovnard the completion of the construction and testlng portion of the EPU
prcied. Bechtel also provided work procedures, performance indieators, end opsite monitodng
of ib subcontradors. FPL stateE that it ensurd Bechtel procedures conformed to FPL
procedures and requires them to be updded when necessary.

FPt arxl Bedrtel are both responslble for rnanaglng the Engineeing, Procurement, and
eonstmctlbn (EPC) conhact ac{ivities forthe duration of the St, Lude and Turkey Point Uprate
Froieds. FPL and Bechtel Pmject DlreEtor/Managers together resohe matters relating to the
EPC conbacts. The Gontrac{ Change Control Process for documenting oontact scope,
SchedulE, and cost changes is doc;umented in eactr site'E EPG conhactwith Bectrtel.

Changes to the EPC conhac't soop€ are handled through projec-t scope change requesb
or negoffated contrad revisions. Change rcquesb Ere submitted to the FPL Site Projed
Managerc by Bechtel. These charge rquests are reviewed and vefted by the site nanagers
and the Site Diredorfor approval or denlal. Approved proJeqt Eoope change rcquests become
part of the increased scope documents for the contracf. Gontrad revisions also revise major
projec't scope. conbacf provislons, and revised oondiHons for the project

Bechtel'e December 20OB EPC contract for St Lricie was
for Turkey Polnt. fie EPG combined contracG for the
I, drt are now estimated to readr approxjmalgb
Combined EPC conbact expendltures rl2012

lncreased pensonnel and commodity resouroes requircd In construc{ion lmplementation.

to FPt a portion tl

EPU Monthly Perforrnarm Reprlrtb.cor-frm that Becfrtet was slow to rnEet sctrpduled
engineedng work timeframes ac$ciated with outage modiflcatlone durirlg tha year. A milestone
recovery plan uras neoessary to lmprove Sre PTN4 design, urork package planning and pr+
outag€ ri,ork. The Apdl and May 2012 Key Project lssues noted that the t€nd for Sre P]N4
pe-outage emained negative dug to Bechtel not meeting fte PIN4 pt+outage milestones.
Bechtel's inability to meet kay milestone proied dates h* impaciled proled outage scope,
lengfi, and schedule.

tn $eptember 2O12, the ouflook for PTN4 irnproved because of the completlon of tlrc
Unit 3 oulage. However, the pre-qrrtage rccovery milestones remalned challenged. Frnally, in
Oc{ober the malofity of the PTN4 pre-outage rlvolk was complele and the final EPU outage was
backon trackfur early 2013 completion.

Delays in NRC ttrR approvals during 2012 added some additional EFC projec't cosb.
Regulatory changes impacted the EPC contractor by adding projec{ scope to meet NRC li,oense
requircments and IAR appmrcl sehedules. Additional modificatione to the uprate scope require
fion englneering and oonstruction resources and further insease EPC time and resoure6
costs.
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