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PROCEEDI NGS

(Transcript follows in sequence from
Vol une 4.)

CHAI RVAN BRI SE:  Ckay. Next witness.

MR ANDERSON: FPL calls as its next wtness
Terry Jones.

MR MGOTHLIN. M. Chairman, while M. Jones
is settling in, 1'd like sonme clarification from counse
with respect to the procedure to be followed. You'l
recall that at the outset you approved a stipul ation
whereby FPL and OPC agreed to rely on opening statenents
and briefs and wai ve cross.

Wth respect to Doctor Sim | understand that
his testi nony was al ways going to be subject to cross
because of SACE s position on it. On the other hand,

M. Jones' testinony has al ready been noved into the
record. And based upon the stipulation, which was

al ways subject to the prerogative of the Conm ssioners
to ask whatever questions they want, but it seens to ne
that fairness would indicate that there would be no
summaries, particularly of the rebuttal testinony, under
t hese circunst ances.

CHAI RVAN BRI SE:  Sure. To ne that sounds
fair. | think there are questions that Comm ssioners

have, and | think we'll get right into the questions

FLORI DA PUBLI C SERVI CE COVWM SSI ON
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because they are arising fromthe testinony that is
prefiled. Ckay.

MR ANDERSON: As we said earlier, it's the
Commi ssion's hearing. | would note that he has got a
terrific three-m nute sunmary that catches you up on
conpletion of the project. And | agree with
M. MGAothlin, we agree there is no need to do the
rebuttal, but it really is a nice focuser, if you want
it. But we respect however you want to go.

CHAI RVAN BRI SE:  Understood. But you all have
an agreenent, and we agreed to the agreenent, and so we
wi |l stand by the agreenent.

MR McGOTHLIN. Thank you, sir.

MR. ANDERSON. May we proceed?

CHAI RVAN BRI SE: G ve me one second just to
make sure that everyone is here.

MR ANDERSON:  Ckay.

(Pause.)

MR ANDERSON: It really was ny favorite

sunmary.
(Audi ence | aughter.)
CHAI RMAN BRI SE: | believe you
MR MOYLE: | have a lot of cross on that
sunmary.

(Audi ence | aughter.)

FLORI DA PUBLI C SERVI CE COVWM SSI ON
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000835
CHAI RVAN BRI SE:  |' msure you do.

Al right. M. Anderson

MR. ANDERSON. Thank you, Chairnman Bri sé.

FPL has called as its witness Terry Jones.

TERRY JONES
was called as a wtness on behalf of Florida Power and
Li ght, and having been duly sworn, testified as foll ows:
DI RECT EXAM NATI ON

BY MR ANDERSON:

Q And you have been sworn already, is that
right?

A That's correct.

Q Did you file prefiled testinony in this case?

A That is correct.

Q In March you filed 43 pages, and on May 1 you
filed 23 pages?

A Yes.

Q You had a nunber of exhibits, |abeled TQJ-1
through 26, is that right?

A That's correct.

MR ANDERSON: Chairnman Brisé, these are
reflected as Exhibits 13 through 38 in Staff's
Consol i dat ed Exhi bit List.

BY MR ANDERSON:

Q Did you al so have sone errata that were filed

FLORI DA PUBLI C SERVI CE COVWM SSI ON
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on July 3rd?

A That is correct.

Q And you had sone revised rebuttal testinony,

11 pages, dated July 26, is that right?
A That is also correct.

MR. ANDERSON: FPL requests that all the
referenced testinony be entered into the record as
t hough read.

CHAI RVAN BRI SE: Ckay. W will enter al

testinony into the record as though read.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
FLORIDA POWER & LIGHT COMPANY
DIRECT TESTIMONY OF TERRY O. JONES
DOCKET NO. 130009-EI

MARCH 1, 2013

Please state your name and business address.

My name is Terry O. Jones, and my business address is 700 Universe Boulevard,
Juno Beach, FL 33408.

By whom are you employed and what is your position?

[ am employed by Florida Power & Light Company (FPL) as Vice President,
Nuclear Power Uprate.

Please describe your duties and responsibilities in that position.

In my current role, | report directly to the Chief Nuclear Officer. I am responsible
for the management and execution of the Extended Power Uprate (“EPU” or
“Uprate”) Project.

Please describe your educational background and professional experience.

[ was appointed Vice President, Nuclear Power Uprate on August 1, 2009. In my
current position [ provide executive leadership, governance, and oversight to
ensure the safe and reliable implementation of the EPU Project for the four FPL

nuclear units.

NOCHMINT KHIMODE
Wl .

1 01108 MR-l 2
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I joined FPL in 1987 in the Nuclear Operations Department at Turkey Point. Since
then, my positions at FPL have included Vice President, Operations, Midwest
Region; Vice President, Nuclear Plant Support; Vice President, Special Projects;
Vice President, Turkéy Point Nuclear Power Plant; Plant General Manager;
Maintenance Manager; Operations Manager and Operations Supervisor. Prior to
my employment at FPL, I worked for the Tennessee Valley Authority at the
Browns Ferry Nuclear Plant and served in the US Nuclear Navy. I hold a
Bachelors of Science degree and an MBA from the University of Miami.

What is the purpose of your testimony?

The purpose of my testimony is to present and explain the EPU project, key
management decisions and project activities, and costs incurred in 2012. I also
describe the procedures, processes, and controls that ensure FPL’s EPU
expenditures are reasonable and the result of prudent decision making, and the
careful engineering based process employed by FPL to ensure that it is including in
its Nuclear Cost Recovery request only nuclear Uprate costs that are “separate and
apart” from other costs, such as those for base rate nuclear operations and
maintenance or capital projects that are unrelated to the nuclear Uprate project.
Please summarize your testimony.

FPL is successfully completing the EPU project that was approved in 2007 to meet
customer needs for additional generation in the 2012-2013 timeframe. FPL was
commissioned to deliver 399 MWe (net of co-owners’ shares) by the end of the

project, and it has already met that goal. In fact, approximately 400 MWe of the

more than 500 MWe that FPL expects the project to provide is already serving
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customers. The uprate work at St. Lucie Units 1 and 2 and at Turkey Point Unit 3,
which work FPL completed in 2012, resulted in 34% more power than FPL
initially projected those units would deliver in its need filing, and as of year end
2012, was saving customers approximately $90 million in fuel costs on an
annualized basis. And the work at the fourth and final unit, Turkey Point Unit 4,
was nearing completion. This enormous effort required the employment of
thousands of workers. In 2012, an average of 3,500 personnel were employed to
work on the EPU project every day, and at its peak in 2012, 4,000 additional
workers were employed by the EPU project. In total, the 2012 EPU work required
over 12 million man hours of effort — over half of the approximately 22.4 million

man hours estimated for the entire EPU Project.

To put the total amount of human eftfort committed to FPL’s Florida EPU project
into perspective, the project’s 22.4 million man hours of effort is about the same
amount of labor as was recently employed to construct Dubai’s Khalifa Tower,
which at 2,722 feet is the tallest building in the world and took about six years and
22 million man hours to construct. What should also not be lost is that the EPU
project is far more complex than even such a major building project, since the EPU
project’s construction work was all performed on and at operating nuclear power

plants.

The additional nuclear generation from the EPU project is providing significant and

quantifiable benefits for customers without expanding the footprint of FPL’s



10

11

12

13

14

15

16

17

18

19

20

21

22

000840

existing nuclear power plant sites and without burning natural gas or foreign oil or
emitting greenhouse gasses. FPL’s investment in Florida’s energy infrastructure
and economy has been made possible by the legislature’s policy to support
investment in nuclear projects, set forth in the Nuclear Cost Recovery (NCR)
statute, and the Commission’s careful implementation of that policy through the
NCR Rule - all of which permits recovery of only a small fraction of FPL’s
investment that is prudently incurred (i.e., only carrying costs, recoverable O&M,
and partial-year in service revenue requirements) through FPL’s Capacity Cost
Recovery clause. The vast majority — FPL’s capital investment — is recovered over
the lives of the uprated units, as they are producing power for customers. TOJ-2
depicts, as of December 31, 2012, the FPL investment of approximately $2.9
billion as compared to its Capacity Cost Recovery clause recovery of
approximately $320 million, as well as the 2012 workforce summary for the

project.

FPL successfully managed the most intensive year of EPU project implementation
work in 2012, which included the following:
o Implementation and completion of major modifications during the St.
Lucie Unit 1 EPU outage and a brief (6-day) License Amendment Request
(LAR) outage, completing the uprate of that unit;
e Implementation and completion of major modifications during the Turkey

Point Unit 3 EPU outage, completing the uprate of that unit;
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e Implementation and completion of major modifications during the St.
Lucie Unit 2 EPU outage, completing the uprate of that unit; and

e Initiation and implementation of major modifications during the Turkey

Point Unit 4 EPU outage, which is scheduled to be complete in early 2013.

This implementation work required substantial and iterative engineering design

and construction planning, as well as continuous forward-looking project

management that resulted in adjustments to outage dates and outage durations,

revisions to implementation plans, and intensive contractor oversight and

management. Additionally, FPL received all required Nuclear Regulatory

Commission (NRC) LAR approvals.

FPL prudently incurred approximately $1,429 million of EPU costs during 2012.
Challenges were experienced in the planning and execution of major modifications
of “first time evolution™ at the first unit at each site — St. Lucie Unit 1 and Turkey
Point Unit 3. By “first time evolution” I mean that these modifications were of a
high complexity and had not been performed before. As a result, engineering and
implementation took more people and more time at the first unit at each site. The
project team incorporated modification design changes and lessons learned in the
planning and execution of the EPU work at the second unit at each site — St. Lucie
Unit 2 and Turkey Point Unit 4. Ultimately, all of the work scheduled to occur in
2012 was performed and resulted in accomplishment of the project MWe goal,
while completion of Turkey Point Unit 4 in 2013 will push the output even higher

to a project total of over 500 MWe.
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Q. Areyou sponsoring any exhibits in this proceeding?

A. Yes, I am sponsoring or co-sponsoring the following exhibits which are

incorporated herein by reference:

Exhibit TOJ-1, T-Schedules, 2012 EPU Construction Costs, containing
schedules T-1 through T-7B. Exhibit TOJ-1 contains a table of contents
listing the schedules that are sponsored and co-sponsored by FPL Witness
Powers and myself.

Exhibit TOJ-2, EPU Workforce Investment and Cost Recovery Summary
Exhibit TOJ-3, St. Lucie and Turkey Point Plant Photographs

Exhibit TOJ-4, Illustration of Modifications by Unit

Exhibit TOJ-5, EPU Project Electrical Output Status

Exhibit TOJ-6, EPU Project Schedule Overview as of December 31, 2012
Exhibit TOJ-7, 2012 EPU Cost Variance Drivers

Exhibit TOJ-8, EPU Work Activities List as of December 31, 2012
Exhibit TOJ-9, EPU Equipment Placed In Service in 2012

Exhibit TOJ-10, EPU Project Instructions (EPPI) Index as of December
31,2012

Exhibit TOJ-11, EPU Project Reports 2012

Exhibit TOJ-12, Summary of 2012 EPU Construction Costs

Q. Please describe how the remainder of your testimony is organized.

A. My testimony includes the following sections:

1.

2.

Project Summary

2012 Project Activities and Results



10

11

12

13

14

15

16

17

18

19

20

21

22

23

000843

3. Project Management Internal Controls
4. Procurement Processes and Controls
5. Internal/External Audits and Reviews
6. “Separate and Apart” Considerations

7. 2012 Construction Costs

PROJECT SUMMARY

What is the EPU Project?

The EPU project is increasing FPL’s nuclear generating capacity from its four
existing nuclear units by fitting the units with higher capacity and more efficient
turbines and other necessary equipment to accommodate increased steam flow that
will result from increased reactor power. This involves the modification or
outright replacement of a large number of components and support structures
within FPL’s operating nuclear power plants. Photographs of examples of some of
this EPU work are attached as Exhibit TOJ-3, and an illustration of the component
replacements and modifications at each unit are attached as TOJ-4. Each
replacement/modification is considered a project in and of itself which is then
integrated into the planned implementation work scope. In the case of some major
modifications, some permanent plant equipment has to be removed in order to have
the necessary access to perform Uprate modifications and then reinstalled as part of

the construction process.
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Because the project is modifying FPL’s operating nuclear plants, it is a much
different construction project than constructing a new combined cycle generating
unit at a greenfield site or a modernization project in which the existing generating
unit is removed from the site before the new generating unit is installed. In
addition to being much more technically difficult, FPL has experienced far greater
engineering, construction, and cost uncertainties since FPL is performing the EPU
project on existing operating nuclear units. FPL has performed almost all of the
modifications during the units’ pre-planned refueling outages. Performing the
uprate work during the refueling outages minimized the amount of time that these
low fuel-cost generators were off line.

How are customers benefiting from the EPU project?

During 2012, completed outages resulted in an increase of approximately 400
MWe output for FPL’s customers. Upon completion in 2013, FPL expects the
EPU project to produce in excess of 500 MWe for FPL’s customers. Among other
benefits, this increase in nuclear power output will: (i) enhance system reliability
and integrity by diversifying FPL’s fuel mix; (ii) provide energy and baseload
capacity to FPL’s customers with zero greenhouse gas emissions; (iii) provide
significant fuel cost and environmental compliance cost savings; and (iv) due to the
increased capacity at the Turkey Point site, will help maintain balance between
generation and load in Southeastern Florida.

When did customers begin receiving the additional output from FPL’s nuclear

units?
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Customers began benefitting from an additional 31 MWe from St. Lucie Unit 2 in
2011, by virtue of the installation of a more efficient low pressure turbine generator
rotor. Most of the additional output from the EPU project, about 369 MWe, was
realized as each of three units returned to service in 2012, resulting in
approximately 400 MWe being provided by the end of 2012. At the completion of
the final Turkey Point Unit 4 outage, the EPU project electrical output will be in
excess of 500 MWe. Exhibit TOJ-5, EPU Project Electrical Output Status,
demonstrates the timing of the additional output that has been or will be realized.
As of December 31, 2012, what was the overall EPU project schedule?

Exhibit TOJ-6, EPU Project Schedule Overview as of December 31, 2012,
illustrates at a high level the tens of thousands of integrated activities that have
been accomplished during the project and especially during 2012.

Does FPL include industry best practices into the work being performed for
the EPU project?

Yes. For example, the FPL project team members participate in nuclear industry
working groups organized by the Institute of Nuclear Power Operations and the
Nuclear Energy Institute and benefit from lessons learned at other plants. This is
supplemented with direct engagement with our industry peers through
benchmarking trips to other nuclear sites which have performed similar scopes of
work to incorporate best practices. These sources help ensure project decisions are
supported by the best information currently available. Additionally, the project

benefits from the experience of previous unit outages where other project work was
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performed and lessons learned for future Uprate modification implementation

activities.

2012 PROJECT ACTIVITIES

What key activities occurred in 2012 in execution of the EPU project?
Key activities that occurred in 2012 included:

e Final responses to NRC Request for Additional Information (RAIs) and
NRC approval of all EPU LARs -

o Turkey Point Units 3 & 4 EPU LAR - approved June 15, 2012,
o St. Lucie Unit 1 EPU LAR - approved July 9, 2012, and
o St. Lucie Unit 2 EPU LAR - approved September 24, 2012;

o Extensive modification engineering for the 2012 EPU outages, including
completion of approximately 220 plant design modification packages;

e Continued scheduling and planning for implementation of the
modifications in proper sequence, including detailed constructability
reviews, and forward-looking project management resulting in
adjustments to outage dates, durations and project plans;

e The successful completion of four outages: two at St. Lucie Unit 1, one at
Turkey Point Unit 3, and one at St. Lucie Unit 2. The second outage at St.
Lucie Unit 1 was a short, six-day outage (“LAR outage”) where

instrumentation changes and procedure updates were needed to support

10
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the uprate conditions. These outages resulted in an increased electrical
output of approximately 400 MWe for FPL’s customers;
e The start of the final Turkey Point Unit 4 outage in November of 2012;
and
e Continuous intensive management of major vendors, including the EPC
vendor Bechtel.
LICENSING
Please describe the license amendment support activities in 2012.
The NRC completed its reviews of FPL’s EPU LARs in 2012. FPL management
and its licensing management regularly met with the NRC management and lead
EPU reviewers to ensure all needed responses to NRC RAIs were expeditiously
completed and thoroughly explained to NRC reviewers. The NRC review and
approval time for each EPU LAR was originally estimated to be approximately 14
months following submittal to the NRC; however, actual review and approval
times were significantly longer primarily due to NRC resource constraints and
industry events. The St. Lucie Unit 1 EPU LAR took approximately 20 months,
the St. Lucie Unit 2 LAR took 19 months, and the Turkey Point EPU LAR took

approximately 20 months for the NRC to review and approve.

As a result of the extended review schedule caused primarily by NRC resource

constraints and industry events, FPL was required to continue to retain the services

of its LAR engineering analysis vendors for a longer duration than anticipated.

11
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The extended review time also increased the fees FPL was required to pay to the
NRC.
Did FPL make adjustments to outage modification assignments and outage
dates in 2012?
Yes. There was substantial NRC schedule uncertainty with respect to the issuance
of the EPU LARs. Because FPL was concerned about completing an outage prior
to receipt of the necessary EPU LAR, FPL implemented a decision in 2012 to
move outage dates out to provide added certainty that the NRC would complete
their reviews and approve the EPU LARs prior to a unit being ready to return to
service at the uprated power level. This move in outage dates also added time for
additional design engineering, which supported more planning, readiness for the
outages, and more outage schedule certainty. However, the movement of the
outage start dates required FPL to maintain personnel at the units longer, adding to
project costs in 2012. The NRC regulatory delays also required FPL to move a few
Uprate modifications out of the St. Lucie Unit 1 2012 outage and into the
additional, short duration St. Lucie Unit 1 EPU LAR outage, which included
instrumentation modifications, along with set point changes and procedure updates
to permit operation in the uprate condition.

LONG LEAD PROCUREMENT
Please describe activities related to the Long Lead Procurement phase in 2012.
In 2012, FPL essentially completed the Long Lead procurement phase. Most long
lead procurement items were received, inspected, and stored or prepared for

installation at the St. Lucie and Turkey Point plants. These items included the

12
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massive components necessary to generate more electricity at each unit, including
steam turbine rotors, generator rotors, moisture separator reheaters, feedwater
heaters, and main feedwater pumps. Many of these items are depicted in Exhibit
TOJ-3.
ENGINEERING DESIGN MODIFICATION

Please describe the activities related to the Engineering Design Modification
phase in 2012,

The engineering design modification process is the process by which the detailed
modification packages are prepared. Calculations are performed, construction
drawings are issued, general installation instructions are provided, and high level
testing requirements are identified. “Design Evolution” or “scope growth” in this
context refers to the iterative engineering process needed to address issues
discovered during engineering design, such as the need for structural upgrades
caused by the ultimate weight and dynamic loading of new equipment, or the need
to design modifications for other plant systems that are discovered to be impacted
by a planned modification. During the EPU engineering efforts, every system in
the secondary side of the St. Lucie and Turkey Point plants was impacted, and in

some instances multiple times, as a result of required modifications.

Due to design evolution and complexity of construction, modification engineering
and work package preparation took longer than anticipated in 2012. Accordingly,
FPL directed Bechtel to subcontract some of the engineering design scope,

prioritized design and planning work based on implementation schedules to

13
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minimize any impacts to outages, developed and began implementing a plan to
streamline the number of Bechtel work packages based on lessons learned, and
instituted regular Daily Issue Meetings and senior executive oversight meetings to
enhance FPL’s management and oversight of Bechtel’s engineering design work.
IMPLEMENTATION
Please discuss the magnitude of on-line and outage EPU work that was
successfully completed or initiated in 2012.
Including the engineering design process described above, the EPU work required:
e An augmented staff of approximately 4,000 additional people at its peak;
e Over 58,000 individually planned, scheduled, and monitored activities
supporting approximately 10,600 work packages; and
e Over 12 million man hours of work.
It also involved 4,541 large bore pipe welds, 7,846 small bore pipe welds, 33,791
feet of electric wiring conduit, 250,542 feet of electrical cable, and 29,980
electrical terminations.
Please describe the outage preparation work that occured during non-outage
periods.
In addition to the substantial modification engineering described above that was
performed for upcoming outages, extensive construction planning and logistical
work is also performed. And just as additional scope was identified during the

engineering design modification phase, additional scope was identified during the

construction planning and detailed constructability reviews.
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In 2012, FPL and its vendors performed walkdowns and developed subcontractor
estimates, labor estimates, security plans, commodities, logistics, and the oversight
structure needed to support the implementation activities. Often, new construction
“scope” was revealed that could not have been known prior to detailed construction
planning, and the time and number of personnel needed to plan for and execute the
construction activities safely for a particular modification must be increased. This
was especially true at Turkey Point. In addition to the need for more workers, the
footprint of the plant is very compact, further increasing the complexity to change
out equipment and safely perform modifications. More interferences exist,
requiring in many cases extensive efforts to remove them and provide access to the
equipment. Examples of design, implementation, and constructability complexities
faced in 2012 and an explanation of the major drivers of the cost variance in 2012
are provided in Exhibit TOJ-7.

Please describe the St. Lucie Unit 1 EPU implementation outages that were
completed in 2012.

St. Lucie Unit 1 completed its second EPU outage in April, with the exception of
the LAR outage activities. The EPU outage required replacement or modification
of all major equipment required for operation in the uprate condition. This work is
detailed in Exhibit TOJ-8, EPU Work Activities List as of December 31, 2012.
The unit was initially returned to service at the pre-uprate condition power levels.
The NRC then approved the St. Lucie Unit 1 EPU LAR July 9, 2012. Because of
extensive preparation and planning, FPL successfully executed the brief LAR

outage before the end of July to upgrade instrumentation, set-points, logic, and

15
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procedures for operation in the uprate condition. Extensive plant testing was
conducted following the return to service with the final 100% power uprate
condition providing an additional 148 MWe for FPL’s customers. Exhibit TOJ-9
details the equipment placed in service in 2012 at each of the units, including St.
Lucie Unit 1. Exhibit TOJ-3, pages 1 to 3, includes photographs of the St. Lucie
plant, worker parking, and equipment which increased the complexity and logistics
of the project, and examples of the large pieces of equipment that are required to
support the increased power production. In total, the work for the St. Lucie Unit 1
outages required the following:

e Augmented staff of 1,847 additional people at its peak;

e Approximately 12,000 individually planned, scheduled, and monitored

activities supporting 2,782 work packages; and

e Approximately 1,832,000 man hours of work.
Did FPL experience engineering design scope growth and constructability
complexities associated with the EPU work on St. Lucie Unit 1?
Yes. The majority of the EPU modifications performed during the St. Lucie Unit 1
outage were “first time evolution” major modifications which affected many large
pieces of equipment and components, where interferences had to be removed to
provide access. During component removal, discovery required more engineering
design, scheduling and planning, constructability reviews and ultimately more time
than planned to perform the required modifications. Performing these EPU
modifications on a licensed plant required added care and safety considerations to

ensure nuclear regulatory requirements were satisfied. These factors added to the
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complexity of performing the modifications which were contributors to a longer

duration of the first St. Lucie Unit 1 outage than planned.

Following the implementation of the modifications, in early 2012, a systematic
turnover to operations was required to ensure the systems would perform their
functions reliably after implementing the EPU modifications. This plant
commissioning required engineers, technicians, and craft support to test the
various system controls, logic functions, and verify and validate system
operability. In the first part of 2012, the commissioning of systems at St. Lucie
Unit 1 proved to be more difficult than expected, in large part due to the
complexities of so much new equipment and material installed at the site. As a
result, engineers and craft personnel were needed to remain at that site longer than
planned to ensure appropriate unit startup, contributing to 2012 cost increases.
This complexity is described in Exhibit TOJ-7.
Please describe the St. Lucie Unit 2 EPU implementation outage that was
completed in 2012.
St. Lucie Unit 2 completed its final EPU outage in November. St. Lucie Unit 2
returned to service with the final 100% power uprate condition providing a total
increase of 132 MWe for FPL’s customers. In total, the work for the St. Lucie Unit
2 outage required the following:

e Augmented staff of 1,561 additional people at its peak;

e Approximately 9,200 individually planned, scheduled, and monitored

activities supporting 1,494 work packages; and
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e Approximately 1,279,000 man hours of work.
Did FPL experience engineering design scope growth and construction
complexities associated with the EPU work on St. Lucie Unit 2?
Yes, but not nearly to the extent experienced at St. Lucie Unit 1. FPL was able to
utilize the experience gained at St. Lucie Unit 1 to enhance the St. Lucie Unit 2
outage and on-line engineering designs, work packages, and planning and
scheduling. FPL and its vendors performed this work to implement lessons learned
in advance of the St. Lucie Unit 2 outage, thus requiring more staffing than planned
during that pre-outage period. As a result, the St. Lucie Unit 2 EPU
implementation outage was completed in less time and at a lower cost than the St.
Lucie Unit 1 EPU implementation outage: the St. Lucie Unit 2 EPU outage was
completed 25% faster and at an 18% lower cost than the Unit 1 outage.
Please explain some of the lessons learned that improved cost and schedule
performance at St. Lucie Unit 2.
FPL and Bechtel] made significant work package enhancements based on
difficulties experienced in the implementation of similar modifications at St. Lucie
Unit 1 by incorporating changes into the modification designs. Additionally, FPL
and Bechtel improved the “field change process,” whereby the need for an
engineered solution is discovered in the field and incorporated into the
modification designs. The improved, streamlined process reduced the number of
reviews and approvals required for field engineering. FPL also created a dedicated

Instrumentation & Control (I&C) team to manage trouble shooting activities that
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are discovered during unit start up, rather than relying on the plant I&C team, for
whom work assignments can change daily.
Please describe the Turkey Point Unit 3 EPU implementation outage that was
completed in 2012,
Turkey Point Unit 3 completed its final EPU outage in September. The unit
returned to service with the final 100% power uprate condition providing
approximately 116 MWe for FPL’s customers. Included in Exhibit TOJ-3, pages 4
to 49, are photographs showing the site and the worker parking, portable and
permanent cranes needed to support the project, the minimal lay down areas which
increased the complexity and logistics of the project, and examples of the large
pieces of equipment and cranes that are required to support the increased power
production. In total, the work for the Turkey Point Unit 3 outage required the
following:

¢ Augmented staff of 3,480 additional people at its peak;

e Approximately 19,000 individually planned, scheduled, and monitored

activities supporting 2,900 work packages; and

e Approximately 4,458,130 man hours of work.
Did FPL experience engineering design scope growth and construction
complexities associated with the EPU work on Turkey Point Unit 3?
Yes. As was the case with the St. Lucie Unit 1 outage, the Turkey Point Unit 3
EPU modifications were “first time evolution” major modifications, requiring the
removal of interferences, at an operating nuclear power plant with even less space

(than St. Lucie) in which to do the work. During component removal, discovery
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required more engineering design, scheduling and planning, constructability
reviews, and ultimately more time than planned to perform the required
modifications. FPL also worked to ensure nuclear regulatory requirements,
including safety considerations, were satisfied. Two examples of modifications
that encountered these types of complexities — the Control Room Emergency
Ventilation System (CREVS) and the Control Room Emergency Filtration System

(CREFS) modification and the main condenser replacement — are described below.

CREVS/CREFS: The NRC-mandated modifications to the CREVS/CREFS became
very complex. This involved the installation of a hurricane-proof, tornado-proof,
earthquake-proof, hardened ventilation and filtration system in an area of the plant
not originally designed to meet those specifications. The purpose of the
CREVS/CREFS, along with the Control Room Boundary and Control Room
Envelope is to provide an acceptable environment for control room personnel and
equipment such that the reactor can be safely controlled under normal conditions
and maintained in a safe condition following a radiological event, hazardous
chemical release, or a smoke challenge. There were several engineering design
evolutions during the constructability and planning portion of the modification.
For example, the modification required the replacement and redesign of structural
supports associated with the CREVS/CREFS fans and relocation of existing
outside air intakes. Relocation of existing air intakes then required additional
seismic and missile protection design to meet safety related design requirements.

Additionally, special seismic structures and heavy wall piping were used to move
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air from the units to the control room. But the added seismic piping supports and
seismic structures that hold the ventilation fans and dampers and the filtration
portion of the systems required additional planning and manpower to implement
the modification. The project team had previously estimated that this NRC-
required safety modification would require 11,200 man hours of engineering and
72,066 man hours of field implementation. It actually required 15,502 man hours

of engineering and 218,173 man hours of field implementation.

Replacement of the Main Condenser: The main condenser is the component that
condenses the 6.4 million pound mass per hour steam flow of the turbine. The
condenser has approximately 55,000 tubes for cooling that is supplied by roughly
700,000 gallons of water per minute. Replacing the main condenser required far
more engineering design hours, implementation time, implementation manpower,
and raw materials than FPL estimated, as a result of location congestion and
conditions that could not be discovered until the implementation of the

modification began.

Initially, FPL planned to use portable cranes to move the old condenser out and the
new condenser into place. However, it was later determined that there was simply
not enough land to stage a portable crane of sufficient capacity or maneuver the
crane’s loads. Accordingly, a specialty track crane was designed. This required
the installation of micro piles for one rail, and the use of one of the turbine building

crane rails for the other. The scheduling of crane use was critical to ensuring
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worker safety, as both the turbine building crane and the condenser crane could not

be used at the same time.

Additionally, the foundation of the condenser could not be assessed until the old
condenser was removed. Upon removal, it was determined that it was necessary to
upgrade the foundation steel and concrete for the new condenser, which required
additional time for engineering design, planning, and scheduling, as well as
additional commodities. The discovery of the need to upgrade spargers that
distribute steam as it enters the condenser also required more engineering design,
materials, planning, and implementation, all of which added to the complexity of
the condenser work. The estimated engineering and field implementation was
215,900 man hours. The condenser replacement including the temporary specialty
crane took a total of approximately 368,090 man hours of engineering and field
implementation. Additional examples of complexity at Turkey Point Unit 3 are
included in Exhibit TOJ-7.

Please describe the final EPU implementation outage, at Turkey Point Unit 4,
which FPL began at the end of 2012.

The Turkey Point Unit 4 final EPU outage began in November 2012 and is
scheduled to complete in the first quarter of 2013. Turkey Point Unit 4 will return
to service with the final 100% power uprate condition providing approximately 116
MWe for FPL’s customers. Through the end of 2012, the work for the Turkey
Point Unit 4 outage had required the following:

o Augmented staff of 3,984 additional people at its 2012 peak;
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e Approximately 15,010 individually planned, scheduled, and monitored
activities supporting 3,400 work packages; and
e Approximately 1,710,000 man hours of work as of December 31, 2012
(out of an expected more than 2,000,000 man hours).

Did FPL experience engineering design scope growth and construction
complexities associated with the EPU work on Turkey Point Unit 4 in 2012?
Yes. However, not nearly to the extent experienced at Unit 3. FPL utilized the
experience gained at Turkey Point Unit 3 to enhance the Turkey Point Unit 4
outage engineering designs, work packages, and planning and scheduling. This
work was performed in advance of the Turkey Point Unit 4 outage, thus requiring
more staffing than planned during that pre-outage period. As of December 31,
2012, 56 days into the ongoing Turkey Point Unit 4 outage, the forecast duration of
the Unit 4 Ioutage was 33% better than the Turkey Point Unit 3 outage, and the
forecast cost was 20% better than the cost of the Unit 3 outage.
Please explain some of the lessons learned that improved cost and schedule
performance at Turkey Point Unit 4.
FPL incorporated design changes discovered to be needed during the Unit 3
implementation into the modification designs and work packages for Unit 4.
Additionally, FPL assigned a logistics manager to consolidate facilities and
warehouses used to handle the large quantities of materials housed on site for the
project, reduce support staff, and reorganize the manner in which the EPU

materials are laid out based on lessons learned at Unit 3. Finally, FPL decided to
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redistribute a portion of the EPC work scope among four major vendors, as
described in more detail below.

Did FPL begin performing EPU project close out activities in 2012?

Yes. Some of the activities included in the project closeout are engineering change
package closeout, final safety analysis and design basis document updates, closeout
of EPU work packages, evaluation of preventive maintenance requirements for new
and modified components and development of preventive maintenance work orders,
procedure revisions, identification and purchase of spare parts, completion and
testing of the control room simulator changes, closeout related purchase orders and
contracts, demobilization, and restoration of site facilities and asset recovery.

Please describe FPL’s efforts to manage vendor costs in 2012.

FPL diligently managed its major vendors, including Bechtel, its EPC vendor, to
ensure the costs expended for the assigned scopes of work were reasonable and
appropriate. For example, FPL conducted senior-level management meetings in
Frederick, Maryland at Bechtel’s headquarters to address then-current trends and
metrics. FPL also required that its vendors provide detailed schedules and detailed
metrics for productivity and commodities, and diligently monitored compliance
with those metrics. Feedback was provided through daily focus meetings during
outages with major contractors to evaluate earned value and cost performance,
daily work plans, and any impacts to schedule and cost. Additionally, FPL held
project integration meetings with major contractors generally weekly to discuss
schedule compliance of work activities, organization and management issues, and

safety issues. FPL leveraged performance in each of these areas to negotiate
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concessions from Bechtel and other major vendors, resulting in a total reduction in

EPU costs in 2012 of $63 million.

At St. Lucie, FPL awarded certain scopes of EPC work to Shaw, which is an
experienced nuclear industry construction and engineering firm that has a proven
track record on FPL projects. At Turkey Point, given the complexity and
magnitude of the work scope and lessons learned from the Turkey Point Unit 3
outage, FPL considered and analyzed a redistribution of a portion of the EPC work
scope for the Turkey Point Unit 4 outage. The effort included soliciting
competitive bids for the Unit 4 spent fuel pool cooling work and for specific
turbine building piping and instrumentation, reviewing technical and commercial
terms, negotiating cost and schedule details of work scopes inside the Unit 4
reactor containment building, and comparing commercial proposals with the
associated Unit 3 actual costs. As a result, the project execution plan for the Unit 4
EPU outage was restructured and work scope was redistributed among four
vendors, including the original EPC contractor. This change allowed the EPC
contractor to focus on execution of the remaining EPU Modifications while
specialty contractors focused on specific scopes of work in a specific region of the
plant. Bechtel retained the EPC implementation scope on the secondary side of the
plant, while Shaw’s scope within the radiological control area was expanded.
Weldtech’s scope was expanded during the Unit 3 outage, and it was expanded
further for Unit 4. Additionally, PCI - a vendor with a proven track record on FPL

radiological scopes of work — was hired to perform a limited scope of work within
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the Unit 4 radiological control area. These work assignments were made as part of
FPL’s continuing efforts to control costs and ensure the successful completion of

the fourth and final EPU outage.

PROJECT MANAGEMENT INTERNAL CONTROLS

How was the vast amount of project planning, execution, and contractor
oversight described above managed by FPL?

FPL had robust project planning, management, and execution processes in place.
These efforts were spearheaded by personnel with significant experience in project
management within the nuclear industry. Additionally, the EPU project used
guidelines and Project Instructions to assist project personnel in the performance of
their assigned duties. Exhibit TOJ-10, EPU Project Instructions (EPPI) Index as of
December 31, 2012, is provided to illustrate the types of instructions that were
used.

Please describe the EPU project management organization during 2012.

FPL had a dedicated Nuclear Power Uprate team within the nuclear fleet that was
responsible for monitoring and managing the Uprate Project, schedule, and costs.
In addition to centralized project oversight, there was an EPU Site Implementation
Owner, EPU Site Director, and an EPU organization at each site responsible for the
efficient and effective engineering and implementation of the EPU project
modifications. This decentralized management structure was appropriate as the

EPU Project carried out the implementation phase at each of the sites to better
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integrate EPU activities with plant operating and outage activities. Each site
organization’s manpower size was adjusted as the execution, power ascension

testing, and turnover to operations completed and project close out began.

There was also a separate Nuclear Business Operations (NBO) group that provided
accounting and regulatory oversight for the EPU Project. This organization is
independent of the EPU Project team and reports to the Vice President Nuclear
Finance.

Please describe the role of the NBO group in more detail.

As described in project instruction EPPI-150, EPU Project — Nuclear Business Ops
Interface, NBO provided accounting and regulatory oversight for the EPU Project.
It was independent of the EPU Project team and reported to the Vice President
Nuclear Finance. NBO’s primary responsibilities included:

e Review, approval, and recording of monthly accruals prepared by the Site
Cost Engineers;

e Conducting monthly detail transaction reviews to ensure that labor costs
recorded to the EPU Project are only for those FPL personnel authorized
to charge time to the EPU Project;

¢ Conducting on-going analysis to evaluate project costs to ensure they are
“separate and apart”;

e Creating monthly variance reports that include cost figures used in the

EPU Monthly Operating Performance Report;
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e Performing analyses of the costs being incurred by the project to ensure
that those costs are appropriately allocated to the correct Internal Order
established for each nuclear unit’s outages;

e Assisting in the classification of Property Retirement Units;

e Setting up and maintaining the EPU Project account coding structure;

¢ Providing accounting guidance and training to the EPU Team;

o Working closely with FPL’s various corporate accounting departments to
determine which costs related to the EPU Project are capital and which are
O&M;

e Managing internal and external financial audif requests and ensuring that
findings and recommendations are dispositioned, as appropriate; and

e Providing oversight and guidance to the EPU Project Team in developing
and maintaining accounting-related project instructions to ensure
compliance with corporate policies and procedures, and Sarbanes Oxley
processes.

What other schedule and cost monitoring controls were in place during 2012?

FPL utilized a variety of mutually reinforcing schedule and cost controls and drew
upon the expertise provided by employees within the project team, employees
within the separate NBO group, and senior nuclear management. Within the
organization of the Vice President, Nuclear Power Uprate existed a Controls
Group. The Controls Director provided functional leadership, governance, and
oversight. Each site had a dedicated EPU Project Controls group lead by a Project

Controls Supervisor. The site Project Controls group provided cost and schedule
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analysis and associated performance indicators on a routine and forward-looking
basis thus allowing Project Management to make informed decisions. Exhibit
TOJ-11, EPU Project Reports 2012, lists many of the reports that were a direct

result of the information the Controls group provided, analyzed and produced.

FPL’s efforts to meet the desired completion date of each uprate was tracked
through the use of Primavera P-6 scheduling software, enabling FPL to track the
schedule daily and update the schedule weekly. This allowed Project Management
to monitor and report schedule status on a periodic basis. Updates to the schedule
and scope of the project were made as such changes were approved by
management. FPL’s use of this scheduling software system allowed management
to examine the project status at any time as well as request the development and
generation of specialized reports to facilitate informed decision making. When
FPL identified a scheduled milestone date that may have a high probability of
being missed, a mitigation plan was prepared, reviewed, approved, and
implemented with increased management attention to restore the scheduled

milestone date or mitigate any impact of missing the scheduled date.

As part of the site Project Controls group, there were several highly experienced
Cost Engineers assigned to monitor, analyze, and report project costs associated
with the Uprate Project. Governed by well established procedures and work
instructions, the Cost Engineer received contractor invoices and forwarded them to

technical representatives to ensure the scope of work had been completed and the
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deliverables had been accepted. For fixed-price contracts, the Cost Engineer
matched the invoice amount to the contract amount and the deliverable work
received from the subject matter expert, which was then sent to the appropriate
personnel for approval and payment. The Cost Engineer also prepared accruals
and reviewed variance reports monthly for each of the sites, to monitor and
document expenditures and commitments to the approved budget. The Project
Controls group operated in a transparent manner and its accountability was clear in
providing sound analysis based on all available cost and schedule information at
their disposal.

What periodic reviews were conducted in 2012 to ensure that the project and
key decisions were appropriately analyzed, reviewed and approved at the
appropriate management levels?

Regularly scheduled meetings were held to help effectively manage the Uprate
project and communicate the performance of the project in terms of quality,
schedule and costs. These included the following:

e Daily meetings to mutually share lessons learned information from each of
the projects and to coordinate project activities;

e Weekly project management, project controls, and risk meetings to review
the status of the schedules and project costs, and to identify areas needing
attention;

e Monthly meetings with the Chief Nuclear Officer; Vice President, Power

Uprate; Implementation Owners; and other project leaders to review
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project progress and work through any identified risks to schedules or
costs;
e Quarterly FPL Executive Steering Committee presentations on the status
of the project;
e Routine Project Meetings involving FPL and individual major vendors to
discuss project schedules and challenges; and
* Quarterly Project Meetings involving FPL and its major vendors to discuss
strategies to help improve management of risk areas.
The EPU Project also produced several reports. Exhibit TOJ-11, EPU Project
Reports 2012, is a listing of reports generated by the project during 2012 with a
brief description, the periodicity, and the intended audience of each report.
Generally, the project reports provided a status of the project, scope changes,
schedule and cost adherence/variance, safety, quality, risks, risk mitigation, and a
path forward as appropriate. The information provided by these reports assisted in
the overall management of the EPU project.
Please describe the risk management process for the EPU project.
FPL’s risk management process was governed by project instruction EPPI-340,
EPU Project Risk Management Program. FPL’s risk management process was
used to identify and manage potential risks associated with the Uprate. A Project
Risk Committee, consisting of site project directors and subject matter experts,
reviewed and evaluated initial cost and schedule projections and any potential
significant variances. This committee enabled senior managers to critically assess

and discuss risks faced by the EPU project from different departmental
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perspectives. The committee also ensured that actions were taken to mitigate or
eliminate identified risks. When an identified risk was evaluated as high, a risk
mitigation action plan was prepared, approved, and executed. The high risk item
was monitored through this process until it was reduced or eliminated.
Additionally, an EPU Project Risk Management report was presented at meetings
with senior management, identifying potential risks by site, unit, priority,
probability, cost impact, and the unit or persons responsible for mitigating or
eliminating the risk. These steps ensured continuous, vigilant identification of and
response to potential project risks that could pose an adverse impact on the cost or
schedule performance of the project.

Please describe the risk management process as it applied to operational risk.
EPU project work was performed during normal plant operations and during
planned refueling outages that were adjusted and extended in duration in order to
permit uprate work to be performed. The amount of work that could be safely
performed during these plant conditions was dependent upon the minimum
required systems or components needed to support the plant operating condition.
Extreme care in the planning, scheduling, and execution of the work activities was
required to ensure the plant was operated in accordance with applicable NRC
regulatory and plant technical specification requirements. This required proper
sequencing of work activities that could be safely performed during normal plant
operations or those that needed to be performed during planned refueling outages,
including work activities that could be safely performed in parallel and those that

needed to be performed in series. This operational risk management accomplished
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two major objectives: first was to ensure the equipment was in a state that makes it
safe for workers to perform the work, and second was to ensure that the plant
systems and components were properly maintained as required for public health
and safety. This operational risk management through the careful planning,
scheduling, and execution of work activities added to the complexity of the

implementation phase of the EPU project.

PROCUREMENT PROCESSES AND CONTROLS

Please describe the contractor selection and contractor management
procedures that applied to the EPU project in 2012.

The contractor selection procedures that applied to the Uprate project are found in
NEE-PRO-1460, Purchasing Goods and Services-Policy and Definitions and its
series of procurement procedures and Nuclear Fleet Guideline BO-AA-102-1008,
Procurement Control. Additionally, the EPU project had previously developed an
EPPI, and as explained in the EPPI procedure, the standard approach for the EPU
project in the procurement of materials or services with a value in excess of
$25,000 was to use competitive bidding. However, the use of single source, sole
source, and Original Equipment Manufacturer providers was also necessary in
certain situations. It is logical that the use of single and sole source procurements
increased as the project entered the final implementation stages. For example,
many of the contracts that were competitively bid and awarded were given work

scope additions through the single source procurement process. Typically, it was
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not in the best business interest of FPL to contract with another vendor when
security screening, site specific training, and training in policies, programs,
procedures, and work processes were already established for vendors with rates
that had previously been determined to be competitive and reasonable. The
benefits of this included cost savings in mobilization, security screening, site
specific training, site familiarity, and the important aspects of FPL’s expectations
for a safety conscious work environment. FPL’s policies required proper
documentation of justifications and senior-level management approval of single or

sole source procurements.

FPL maintained its focus on the process of documenting and approving single and
sole source procurements, to ensure compliance with BO-AA-102-1008, EPPIs and
to facilitate review by third parties who are not directly involved in the nuclear
procurement process. The single source justification (SSJ) expectations were
included in appropriate project instructions, and all new applicable personnel
assigned to the EPU Project were required to review and understand the SSJ

expectations.

With respect to vendor management, the EPU Project Directors at each site ensured
vendor oversight was provided by the experienced Project Managers, the Site
Technical Representative, and Contract Coordinators. Together, these
representatives provided management direction and coordinated vendor activity

reviews while the vendors were on site. The Contract Coordinators verified the

34



10

11

12

13

14

15

16

17

18

19

20

21

22

23

000871

vendor had met all obligations and determined whether any outstanding deliverable
issues existed using a Contract Compliance Matrix. In addition to assisting with
the development and administration of contracts, Nuclear Sourcing and Integrated
Supply Chain groups completed updates as necessary to a Project Contract Log and
reported the status of contracts to Project Management. EPU management also
held routine meetings with vendors’ senior management as previously discussed.
What was FPL’s approach to contracting for the EPU project?

FPL structured its contracts and purchase orders to include specific scope,
deliverables, completion dates, terms of payment, commercial terms and conditions,
reports from the vendor, and work quality specifications. Project Management had
several types of contracts available depending on how well the scope of work and
the risk associated with the work scope could be defined. Fixed price or lump sum
contracts were used where project work scope was well-defined and risk was
limited. Project Management used time and material contracts where project work
scope was not well-defined and where there was greater risk to completing the work
scope. These and other contract provisions helped to ensure that the contractors
performed the right work at the right time for the right price, which ultimately

benefits FPL’s customers.

Additionally, as described above, FPL made decisions in 2012 to redistribute EPC

scope to obtain greater cost and schedule certainty. This is reflective of the type of

careful and strategic vendor management that FPL employed.
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INTERNAL/EXTERNAL AUDITS AND REVIEWS

Are FPL’s financial controls and management controls audited?

Yes. Several audits have been conducted to ensure compliance with applicable
project controls.

What external audits or reviews have been conducted to ensure the project
controls are adequate and costs are reasonable?

FPSC staff is conducting two audits related to 2012 — a financial audit and an
internal controls audit. The 2012 FPSC staff financial and internal controls audits

will be provided to the Commission when completed.

Additionally, FPL retained Concentric Energy Advisors, Inc. to conduct a review
of the 2012 EPU project management controls. The results of this review are
presented through the testimony of Mr. John Reed, the Chief Executive Officer of
Concentric Energy Advisors. Burns and Roe Enterprises, Inc. (BREI) was also
engaged to review the prudence of FPL’s management of the EPU project activities
in 2012, The results of this review are presented through the testimony of Mr.
Albert Ferrer, Vice President of BREI

Does Internal Audit conduct an annual review to ensure the project controls
are adequate and costs are reasonable?

Yes. Experis, formerly Jefferson Wells, is performing an audit of 2012 expenses at
Internal Audit’s direction. Specifically, the Experis audit focuses on ensuring that

costs charged to the EPU project are for the EPU project and are recorded in
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accordance with FPSC Rule 25-6.0423, and includes independent testing of
expenses charged to the EPU project for the period January 1, 2012, to December
31, 2012. FPL expects this audit to be completed in the second quarter of 2013, at
which time the results will be available to the Commission, Commission staff, and

other parties.

“SEPARATE AND APART” CONSIDERATIONS

Would any of the EPU costs included in FPL’s filing have been incurred if the
FPL nuclear generating units were not being uprated?

No. The construction costs, associated carrying charges and recoverable O&M
expenses for which FPL is requesting recovery through the NCRC process were
caused only by activities necessary for the Uprate project, and would not have
otherwise been incurred. I note that, as explained in FPL Witness Powers’
testimony and schedules, only carrying costs, recoverable O&M expenses, and
partial-year revenue requirements for items placed in service are requested for
recovery for the EPU Project, consistent with the Commission’s NCRC rule.
Please explain the processes utilized by FPL to ensure that only those costs
necessary for the implementation of the Uprate are included for NCRC
purposes.

Consistent with project instruction EPPI-180, EPU Nuclear Cost Recovery, FPL
conducted engineering analyses to identify major components that must be

modified or replaced in order to enable the units to function safely and reliably in
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the uprated condition. However, as inspections, LAR engineering analyses, and
design engineering modifications were performed, the need for additional
modifications or replacements necessary for the Uprate project was identified.
FPL’s 2012 EPU activities, and their associated costs, were “separate and apart” as

required by the Nuclear Cost Recovery process.

2012 CONSTRUCTION COSTS

What type of costs did FPL incur for the Uprate project in 20127

As indicated in Exhibit TOJ-1, Schedule T-6 and T-4, and summarized on Exhibit
TOJ-12, Summary of 2012 EPU Construction Costs, costs were incurred in the
following categories: License Application; Engineering and Design; Permitting;
Project Management; Power Block Engineering, Procurement, etc.; Non-Power
Block Engineering, Procurement, etc.; and Recoverable O&M. These costs were
the direct result of the prudent project management, decision making, and actions
described previously. Each category reflects some variance against what was
estimated earlier in 2012.

Please describe the costs incurred in the License Application category and the

variance, if any, from the 2012 actual/estimated costs in this caiegory.

Licensing Costs in 2012 consisted primarily of charges for contractor services
rendered in supporting preparation, review, and NRC approval of the EPU LARs
and fees paid to the NRC for their review. The primary contractors were

Westinghouse, Areva, and Shaw Stone & Webster. FPL incurred $50.5 million in
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this category in 2012, which was $24.5 million more than the actual/estimated
amount. This variance was primarily attributable to (i) additional NRC-required
engineering analyses and evaluations, such as those due to industry bulletins on
accelerated steam generator tube wear, the Westinghouse fuel model, other balance
of plant modifications, and setpoint changes; (ii) increased fees paid to the NRC
due to its extended review time; (iii) increased vendor costs due to the NRC’s
extended review time; and (iv) the reclassification of costs for the “umbrella
modifications™ (the engineering change modification at each unit that implements
the NRC approved License Amendment) from the Power Block Engineering,
Procurement, etc. category to the License Application category.

Please describe the costs incurred in the Engineering and Design category and
the variance, if any, from the actual/estimated costs in this category.
Engineering and Design Costs consist primarily of costs for FPL personnel in the
FPL engineering organizations at both sites and in the central organization. Some
of these personnel provide management, oversight, and review of the LAR
activities, while others are oriented towards management, oversight, and review of
the detail design activities being performed by the EPC contractor and other
contractors. FPL incurred $30.5 million in this category in 2012, which is $5.8
million more than the actual/estimated amount. This was primarily attributable to
the need to manage and oversee engineering design scope growth and the EPC and
other contractors’ engineering and implementation efforts for the St. Lucie and

Turkey Point outages.
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Please describe the costs incurred in the Permitting category and the variance,
if any, from the actual/estimated costs in this category.

All permits applicable to the EPU Project were approved in 2011. Accordingly,
there were no costs incurred by the EPU Project in the Permitting category in 2012.
Please describe the costs incurred in the Project Management category and
the variance, if any, from the actual/estimated costs in this category.

Project Management Costs relate to overall project oversight including project and
construction management, and project controls and non-NRC regulatory
compliance. These oversight activities are performed by personnel located at both
sites, by the EPU central organization, and by non-EPU organizations such as
NBO, New Nuclear Accounting and Regulatory Affairs. FPL incurred $57.1
million in this category in 2012 which was $4.8 million more than the
actual/estimated amount. This was primarily attributable to an increase in FPL
project and construction management oversight of the EPC and other vendors
caused by scope growth, causing increased engineering design and implementation
work, examples of which are provided above in the explanation of the various 2012
outages.

Please describe the costs incurred in the Power Block Engineering,
Procurement, etc. category and the variance, if any, from the actual/estimated
costs in this category.

The majority of the costs in this category reflect payments to the EPC vendor and

other vendors for engineering, procurement, and construction resources that

supported the successful completion of the EPU outages at St. Lucie Units 1 and 2,
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Turkey Point Unit 3, and the first two months of the Turkey Point Unit 4 outage;
the continued engineering efforts to prepare for the EPU implementation outages;
payments to Siemens for turbines and generator rotors; and payments to Thermal
Engineering International for feedwater heaters and moisture separator reheaters,
main condensers, and increased capacity heat exchangers and pumps and valves

required to support the uprate conditions.

FPL incurred $1,252 million in this category in 2012, which is $296.7 million more
than the actual/estimated amount. The cost variance is the result of implementing
first time evolution modifications, described in more detail above and in my
Exhibit TOJ-7, which resulted in more design engineering, more implementation
work scope requiring more craft labor and field non-manual support, longer than
estimated installation durations which included planning, scheduling, and
execution of the modification activities, and more commodities than previously
estimated.

Please describe the costs incurred in the Non-Power Block Engineering,
Procurement, etc. category and the variance, if any, from the actual/estimated
costs in this category.

Non-Power Block Engineering Costs consist primarily of costs for facilities for
engineering and project staff at site loéations and simulator upgrades required to

reflect the uprate conditions. FPL incurred $1.7 million in this category in 2012.

This represents $0.6 million more than the actual/estimated amount. The variance
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is primarily attributable to additional work scope that was determined to be
necessary to complete the simulator upgrades.

Please describe the costs incurred as EPU Recoverable O&M.

Recoverable O&M expenses in 2012 were $7.8 million. This represents a variance
of $7.5 million less than the actual/estimated amount. Consistent with FPL’s
capitalization policy, the commodities that make up these expenditures consist of
non-capitalizable computer hardware and software and office furniture and fixtures
needed for new project-bound hires, all of which are segregated for EPU Project
personnel use only, as well as incremental staff and augmented contract staff.
Additionally, modifications that did not meet the capitalization criteria were
included in this category along with O&M EPU equipment inspections and
obsolete inventory write-offs. The variance is primarily attributable to fewer

obsolete inventory write-offs than estimated for 2012.

Q. Please describe the costs incurred in the Transmission category.

A.

Transmission Costs were $29.7 million in 2012, which is $2.3 million more than
the actual/estimated amount. The expenditures in the Transmission category
include plant engineering, line engineering, substation engineering, and line
construction. This variance is a result of the installation of the new main
transformer at St. Lucie Unit 2 taking longer than estimated. However, FPL was
able to obtain cost savings on the bidding and purchase of major substation
material and substation construction labor contracts, minimizing the variance in
this category.

Were FPL’s 2012 EPU expenditures prudently incurred?
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Yes. FPL incurred costs of approximately $1,429 million in 2012. FPL’s actual
2012 costs were greater than its previous estimate for the reasons described above,
and are primarily attributable to the human capital necessary to design and
implement the required modifications needed to support the EPU; increased
engineering analysis vendor costs and NRC costs due to the extended NRC reviews
of the license amendment requests; increased work scope for design modification
engineering; and increased modification implementation time due to increased

work scope and constructability complexities.

All of FPL’s expenditures were necessary so that the uprate work could be
performed during the planned outages. Through well-qualified, experienced
personnel’s application of the robust internal schedule and cost controls, careful
vendor oversight, and the ability to continuously adjust based on lessons learned
and the project’s evolving needs, FPL is confident that its 2012 EPU management
decisions were well-founded and prudent. All costs incurred in 2012 were the
product of such decisions, were prudently incurred, and should be approved.

Does this conclude your direct testimony?

Yes.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
FLORIDA POWER & LIGHT COMPANY
DIRECT TESTIMONY OF TERRY O. JONES
DOCKET NO. 130009-EI

May 1, 2013

Please state your name and business address.
My name is Terry O. Jones, and my business address is 700 Universe
Boulevard, Juno Beach, FL 33408.
By whom are you employed and what is your position?
I am employed with Florida Power & Light Company (FPL) as Vice
President, Nuclear Power Uprates.
Have you previously filed testimony in this docket?
Yes. 1 filed testimony on March 1, 2013, discussing the Extended Power
Uprate (EPU or Uprate) project activities and costs in 2012. The purpose of
this testimony is to provide information on FPL’s EPU project activities and
costs in 2013. There will be no EPU costs in 2014.
What is the current status of the EPU project?
The status of the EPU project can be summarized as follows:

e The uprates of the reactors are complete;

e The project is in the close-out phase; and

e The project met its goal of providing about 400 megawatts (MWe) of

fuel diverse generation for FPL’s customers by 2012, and is exceeding

1
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the goal by providing a total of at least 512 MWe in 2013. This is
shown on Exhibit TOJ-14.
Has the EPU project been recognized for its performance?
Yes. On March 21, 2013, the Nuclear Energy Institute (NEI) notified NextEra
Energy, Inc. that the Nuclear Fleet EPU Project Team will receive a 2013 Top
Industry Practice (TIP) Award. This is a considerable honor for the thousands
of people who have worked hard on the project here in Florida, because the
TIP Awards Program recognizes the very best and most innovative work in
the nuclear industry. Project aspects evaluated for the TIP award include
nuclear safety, cost saving impact, innovation, productivity, and transferability

of these various processes to other projects.

The NEI is the policy organization of the nuclear energy and technologies
industry. The NEI fosters and encourages the continued safe utilization and
development of nuclear energy to meet the nation’s energy, environmental,
and economic goals and supports the nuclear energy industry in both national
and global policy-making processes. NextEra Energy, Inc. is one of 350

members in 15 countries.
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PROJECT OVERVIEW

How is the EPU project benefiting customers?

The EPU project substantially improves FPL’s electric system fuel diversity,

electric reliability and environmental footprint, while saving billions of dollars

in fossil fuel costs. The EPU project:

Provides estimated fossil fuel cost savings for FPL’s customers of
more than $100 million in the first full year of operation;

Provides estimated fossil fuel cost savings for FPL’s customers of
about $3.4 billion over the life of the plants;

Increases FPL’s nuclear generating capacity by about 17%;

Reduces FPL’s reliance on natural gas by more than 4% beginning in
the first full year of operation, providing an important hedge against
volatile natural gas prices;

Adds to Florida’s energy security because it does not depend on fuel
delivery through Florida’s only two natural gas pipelines;

Provides a total amount of energy that is equivalent to the usage of
approximately 326,000 residential customer households each year;
Reduces annual fossil fuel usage by the equivalent of almost 7 million
barrels of oil or 43 million mmBTU of natural gas annually;

Reduces CO; emissions generated in making electricity to serve FPL’s

customers by 33 million tons over the life of the plants; and
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o Enhances grid stability and electric service reliability by making more
electricity close to where more electricity is used — in Southeast
Florida.

The quantifications of these benefits are set forth in FPL Witness Dr. Sim’s
testimony and Exhibit SRS-9. These benefits are also presented in my Exhibit
TOJ-16.

Please expand on the final benefit you listed, the enhancement of grid
stability and electric service reliability.

The EPU project will contribute to grid stability by producing power where it
is consumed. Growth in electrical load in the Southeast area within FPL’s
service area means that FPL must either add new generation to that area or
rely on transmission lines to import the needed energy. All else equal, adding
locally-sited generation contributes to grid stability and is more reliable than
relying on transmission lines that cover long distances and are susceptible to
interferences from storms or other issues beyond FPL’s control that could
result in outages. When generation is sited closer to where it is consumed,
fewer people will be affected when storms take out transmission lines.
Additionally, increasing generation at the Turkey Point site reduces system
transmission line losses, meaning more power is available for customers to
use. The EPU project’s impact on the Southeastern area is presented in
Exhibit TOJ-17.

Are there additional benefits being provided by the EPU project?
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Yes. FPL’s long-term investment in the EPU project has been implemented
by employing thousands of people at a time when jobs matter a great deal. As
summarized in Exhibit TOJ-18, EPU project staffing ramped up beginning in
2008 and reached a peak in 2012. Project staffing is now ramping down
through 2013 and project completion. This extensive workforce included
thousands of professional, technical, and administrative workers, of which
approximately 50% were Floridians. Employment of these workers
represented a large portion of FPL’s total actual investment in 2012 and 2013.
How is the EPU project delivering economic value for FPL’s customers?

The EPU project provides customers with exceptional value. Even at this
time of historically low natural gas and environmental cost forecasts our
current economic snapshot shows the EPU project is expected to save
customers billions of dollars in fuel costs over decades. If natural gas and
environmental costs increase more than projected over the next 20 years,
customers would save even more money due to the EPU project. The EPU
project provides a valuable hedge against future natural gas and environmental
cost increases as part of FPL’s overall portfolio of resources used to provide

economical and reliable electricity for customers.

The EPU project’s benefits have been achieved consistent with the Florida
Legislature’s intentions in encouraging investment in additional nuclear
power, pursuant to the Nuclear Cost Recovery law passed in 2006. In fact, all
these benefits would not have been possible without the Nuclear Cost

5
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Recovery law and rule. Exhibit TOJ-19 shows the policy considerations that
drove the Nuclear Cost Recovery law and the delivery of the EPU nuclear
MWe, consistent with those policy considerations, just six years later.

Please describe the level of effort that the EPU project required.

The EPU project and the effort that it required were enormous. FPL and its
contractors employed thousands of qualified people to complete the largest
U.S. nuclear project since new plants were constructed decades ago. Including
the engineering design process, the EPU work required an augmented staff of
approximately 4,000 additional people at its peak and over 58,000
individually planned, scheduled, and monitored activities supporting
approximately 10,600 work packages. The EPU project also required more
than 15,500 pipe welds, 38,000 feet of electric wiring conduit, 288,500 feet of
electrical cable, and 34,500 electrical terminations.

Did FPL encounter challenges on the project?

Yes. The EPU project posed extraordinary managerial and technical
challenges. FPL’s EPU project represents one of the largest and most
complex nuclear design, engineering, and construction projects undertaken in
the nuclear industry since the construction of the previous generation of U.S.
nuclear plants. All of the EPU work was conducted on four operating nuclear
units with live steam, electrical, and nuclear fuel equipment and systems. FPL
efficiently managed all of this work in a way that maximized the benefits of
the EPU project for FPL’s customers and in a manner that maintained nuclear

and industrial safety.
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Each of the four major EPU outages completed successfully in 2012 and 2013
experienced engineering design scope growth and construction complexities,
mainly due to the fact that many of the activities performed were first time
implementation evolutions. Examples of the scope growth and complexities
encountered were detailed in my Exhibit TOJ-7, attached to my March 1,
2013 testimony. However, the experience and knowledge gained from the St.
Lucie Unit 1 EPU outage was applied to the St. Lucie Unit 2 EPU outage,
which resulted in the Unit 2 outage being completed 25% faster and at an 18%
lower cost than the Unit 1 outage. Similarly, the experience and knowledge
gained from the Turkey Point Unit 3 EPU outage was applied to the Turkey
Point Unit 4 EPU outage which resulted in the Unit 4 outage being completed
15% faster and at a 21% lower cost than the Unit 3 outage. Such reductions in
time and money, which were achieved at both FPL nuclear plants during the
EPU project, are clear demonstrations of FPL’s ability to capture and
implement opportunities for improvement, an ability which is also considered
by energy and construction industry professionals to be a hallmark of strong
project management.

Please describe the nuclear and industrial safety performance of the EPU
project.

Nuclear and industrial safety is central to everything we have done on the
EPU project. Nuclear safety was successfully ensured at every step. With the
project now in its wrap-up phase, FPL is able to provide overall project safety

7
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information, which is shown in Exhibit TOJ-20. FPL, its workers and
contractors do not take for granted that FPL’s safety record on the EPU
project each year and in total was far better than both the 2011 utility industry
average and the 2011 construction industry average (the most recent year for
which this industry data is available). Excellent project safety is another
factor considered by utility and construction industry professionals to be a

hallmark of strong project management.

2013 PROJECT ACTIVITES

Please discuss the completion of the Turkey Point Unit 4 EPU outage in
2013.
The final EPU outage at Turkey Point Unit 4 was successfully completed in
April, 2013 with an increased capacity of approximately 116 MWe of
additional nuclear power for FPL’s customers. In total, the Turkey Point Unit
4 outage required the following:

e Augmented staff of 2,854 at its peak;

e Approximately 15,000 individually planned, scheduled, and monitored

activities supporting 3,400 work packages; and

e Over 3 million man-hours of work.

A diagram of this outage work is attached as Exhibit TOJ-21.

Are EPU systems going into service in 2013?
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Yes. Exhibit TOJ-22 lists the EPU project systems and components that have

been or will be placed into service in 2013.

What types of activities remain in 2013?

During the remainder of 2013:

Final adjustments to components and systems will be completed.
These activities include but are not limited to adjustments to process
instrumentation loops to optimize performance, enhancements to the
spent fuel pool handling machines, and ensuring necessary spare parts
are available for the newly installed EPU components;

Engineering design documents will be updated in accordance with
regulatory requirements and modification packages will be closed;
EPU will remove project support structures and facilities and restore
site conditions. This includes the removal from the site of temporary
structures used by the EPU project, restoration of permanent structures
modified for EPU project use, and removal of fabrication workshops
used for the EPU project;

Salvage recovery will be completed;

Vendors will be demobilized;

EPU project contracts will be closed; and

The project will be de-staffed in accordance with the project close-out

plans.

Exhibit TOJ-23 is a list of EPU project work activities.
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Please describe the cost recovery process with respect to FPL’s 2013 EPU
project costs.

FPL expects its total 2013 EPU costs to be about $243 million. This
investment will be recovered through base rates over the decades that the
Uprate project will provide service. In comparison, consistent with the
Nuclear Cost Recovery statute and rule, FPL is requesting only the recovery
of 2013 carrying charges, O&M expenses, and partial-year revenue
requirements of approximately $11 million for the EPU project through the
Nuclear Cost Recovery Clause (NCRC) in 2014.

How do FPL’s 2013 EPU costs contribute to FPL’s NCRC request for
20132

The total Company request of approximately $28 million in 2014 includes
both EPU cost recovery and Turkey Point 6 & 7 cost recovery, as described
by FPL Witness Powers. This equates to a residential customer monthly bill
impact of $0.30 per 1,000 kWh. This is a reduction of more than 80% of
FPL’s currently authorized nuclear cost recovery amount, and lower by $1.35
per 1,000 kWh. Exhibit TOJ-24 shows FPL’s total investment versus the
clause recovery amount and Exhibit TOJ-25 shows how small the NCRC

component is of a typical residential customer’s overall bill.

10
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TRUE-UP TO ORIGINAL COST AND
UPDATED COST ESTIMATE RANGE

Did FPL prepare a true-up of the total project costs through the current
reporting period?

Yes. Exhibit TOJ-13 includes the True-up to Original (TOR) Schedules that
compare the current actual/estimates to FPL’s originally filed project costs.
The TOR Schedules provide information on the project costs through the end
of 2013.

Has FPL updated its total non-binding cost estimate for the project?

Yes. Consistent with the Florida Public Service Commission’s (FPSC’s)
direction in Order No. PSC-09-0783-FOF-EI, FPL has revised its non-binding
cost estimate for the EPU project. The 2013 non-binding cost estimate is
$3,398 million, including transmission and carrying costs, as shown on the
Nuclear Filing Requirement (NFR) Schedules included in Exhibit TOJ-13. As
in prior years, FPL’s non-binding cost estimate includes an estimate for the
net book value (NBV) of plant that will be retired due to the EPU project.
There are no NCRC charges associated with this NBV of retirements estimate.
FPL’s non-binding cost estimate reflects the increased scope that was
necessary to support Nuclear Regulatory Commission (NRC) requirements,
design evolution, and construction and implementation logistics which were
encountered in 2012 and discussed in detail in my March 1, 2013 testimony
and Exhibit TOJ-7.

Please describe the process of revising FPL’s non-binding cost estimate.
11
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The process to revise FPL’s non-binding cost estimate began with an
accounting of actual project costs as of the end of February 2013. Then, a
forecast of costs needed to complete the Turkey Point Unit 4 EPU outage and
2013 close-out activities was developed in March and April 2013. These
forecasted close-out costs were based on the experience already gained
through St. Lucie close-out activities that are ongoing.

Does the revised non-binding cost estimate reflect any concessions from
vendors?

Yes. The 2012 price reductions and concessions from FPL’s major EPU
vendors amounted to $63 million, and were discussed in my March 1, 2013
testimony. The price reductions and concessions from the project’s major
suppliers provided additional offsets as work scope increased in 2012 and
2013, for a total reduction of approximately $77 million.

Why is the EPU non-binding cost estimate higher than last year’s non-
binding cost estimate?

This estimate reflects the increased scope that was necessary to support NRC
regulatory requirements, design evolution, construction, and implementation
logistics which were required in 2012 and discussed in detail in my March 1,
2013 testimony and Exhibit TOJ-7. Additionally, the estimate reflects some
variances to FPL’s projected 2013 costs for which FPL is providing
actual/estimated information at this time. FPL’s projected 2013 costs were
developed in early 2012, and accordingly, did not reflect the vast amount of
information and lessons learned in the execution of the uprate work during

12
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2012. Ultimately it is the human effort required to complete the project and
the number of people that are required to be employed for that effort that
drives the project cost. The EPU project required many more activities, which

required more people, and a larger organization to manage all the work.

PROJECT MANAGEMENT INTERNAL CONTROLS

Please describe the project management internal controls that FPL has in
place to ensure that the project is effectively managed.

As described in detail in my March 1, 2013 testimony, FPL has robust project
planning, management, and execution processes in place. FPL utilizes a
variety of mutually reinforcing schedules and cost controls, and draws upon
the expertise provided by employees within the project team, employees
within the separate Nuclear Business Operations group, and executive

management. Those controls continue to be utilized in 2013.

One of the key project management tools utilized by the EPU team is the
project Risk Register. Risk matrices, such as EPU’s Risk Register, are a
common project management tool. The Risk Register allows for identified
risks — including potential increases to scope — to be logged and assessed in
terms of cost and probability. Resolutions are also tracked in the Risk
Register, which may include avoidance or mitigation of the identified risk, or
incorporation of the particular item within the project scope. Periodic

13
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1 presentations are made to executive management where risks, costs, and
2 schedules are discussed.
3 Q. Have there been any changes in the project management system FPL is
4 using to ensure that the 2013 actual/estimated costs are reasonable?
5 A. Yes. The EPU project management processes are regularly adjusted to
6 implement and use industry best practices through self-assessment, peer
7 reviews, independent third party reviews, internal and external audits, and
8 executive oversight and direction.  Additionally, FPL uses change
9 management plans to move the project into the project close-out. This change
10 management plan provides the guidance and reporting requirements to close
11 out the EPU project documents, contracts, asset management and appropriate
12 turnover to station management.
13
14 2013 ACTUAL/ESTIMATED CONSTRUCTION
15 ACTIVITIES AND COSTS
16
17 Q. Please summarize the activities for which FPL is incurring costs in 2013.
18 A. In 2013, FPL completed the second major EPU outage at Turkey Point Unit 4,
19 adding approximately 116 MWe for a total EPU project electrical output
20 increase of at least 512 MWe. During the remainder of 2013, FPL will be
21 closing out the EPU project. These activities include ensuring equipment and
22 systems are operating efficiently and as designed, updating the design
23 calculations and documents and closing the engineering design packages,

14
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stocking spare parts for the newly installed equipment, and completion of the
salvage recovery portion of the project, and contract close-out.

Is FPL projecting any 2014 EPU costs?

No. The EPU project will be complete in 2013.

Please describe how FPL developed its 2013 actual/estimated costs.

Actual 2013 costs come from a monthly download of project charges from the
FPL accounting system. These charges are for materials and services from
multiple vendors and are applied to the total project cost on an ongoing basis.
Each charge is applied using a coding structure which defines which of the
units the charges apply to. For project management purposes, the charges are
subsequently broken down by major vendor or appropriate cost control
grouping which ultimately supports project management analysis and

forecasting.

The estimated project costs were developed from Project Controls forecasts
derived from the best available information for all known project activities in
2013. Each major labor-related services vendor forecast is based upon the
original awarded value and all approved changes. Added to this, where
applicable, would be an estimate of any known pending changes to arrive at a
best forecast at completion for each vendor. Owner engineering and project
management support forecasts were derived from approved detailed staffing
plans. Cash flows were developed for each approved position based on the
expected assignment duration. The large construction related vendor forecasts

15
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were based upon previous experience, known scope(s) of work, productivity
factors, and prevailing pertinent wage rates. Cash flow projections for items
identified in the Risk Register were based upon anticipated engineering,
material procurement, and outage implementation time horizons.

Did FPL make any adjustments to its Actual/Estimated (AE) NFRs?

Yes. As mentioned in my August 1, 2012 supplemental testimony filed in last
year’s docket; the company initiated an investigation into certain vendor costs.
As a result of the investigation that occurred in 2012, approximately $1.5
million was reversed and an adjustment was reflected in FPL’s March 1, 2013
Nuclear Cost Recovery filing for the EPU project. FPL has continued its
investigation in 2013. As a result, FPL has reversed an additional
approximately $0.9 million and an adjustment is reflected in the May 1, 2013
Nuclear Cost Recovery filing.

What types of costs does FPL plan to incur for the Uprate project in
20137

As indicated in Exhibit TOJ-13, Schedules AE-4 and AE-6, and summarized
in Exhibit TOJ-26, costs are being incurred in the following categories:
Licensing; Engineering & Design; Project Management; Power Block
Engineering, Procurement, Etc.; Non-Power Block Engineering, Procurement,
Etc.; EPU Recoverable O&M; and Transmission Capital. There are no
Permitting costs in 2013. Please note that the dollar values in my testimony

are the estimated EPU resource requirements, and do not include certain

16



10

11

12

13

14

15

16

17

18

19

20

21

22

23

000896

accounting adjustments made by FPL Witness Powers, unless noted
otherwise.

Please describe the 2013 activities in the License Application category.

For the period ending December 31, 2013, License Application costs are
estimated to be ($126,960), due to the partial reversal of an accrual posted in
2012.

Please describe the 2013 activities in the Engineering and Design
category.

For the period ending December 31, 2013, Engineering and Design costs are
estimated to be approximately $10.6 million. This amount consists primarily
of FPL’s engineering and design work in support of review and approval of
the engineered design modification packages prepared for the Turkey Point
Unit 4 EPU outage by Bechtel and other vendors for the EPU Project. This is
approximately $4.6 million more than projected due to increased scope and
design complexities.

Please describe the 2013 activities in the Project Management category
and how those activities help ensure that the Uprate project will be
completed on a reasonable schedule and at a reasonable cost.

For the period ending December 31, 2013, Project Management costs are
estimated to be approximately $19.6 million. This category includes FPL and
contractor management personnel at each of the sites and those in the Juno
Beach Office. This work and the associated costs are required to ensure the
Uprate project is managed in an efficient and cost-effective manner. This is

17
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approximately $3.8 million more than projected due to the increase in project
management and oversight of the EPC and other vendors due to scope growth
and the additional resources needed to complete the project.

Please describe the 2013 activities in the Power Block Engineering,
Procurement, Etc. category.

For the period ending December 31, 2013, Power Block Engineering and
Procurement costs are estimated to be approximately $202.3 million. This is
approximately $27.8 million more than projected. The primary drivers
include completing long lead equipment payments that were deferred from
20'12 into 2013, increased contractor labor and management costs to complete
the Turkey Point Unit 4 work and increased infrastructure, and close out
activities anticipated for 2012 that continued into 2013. As discussed above,
these EPU activities were much more complex and required more resources
than were anticipated when 2013 costs were projected in early 2012.

Please describe the 2013 activities in the Non-Power Block Engineering,
Procurement, Etc. category.

For the period ending December 31, 2013, Non-Power Block Engineering
costs are estimated to be $350,646. This is $350,646 more than projected due
to simulator work planned for 2012 but completed in 2013, and the restoration
of site conditions.

Please describe the 2013 actual/estimated recoverable O&M costs.
Actual/estimated recoverable O&M costs for the EPU project in 2013 are
approximately $9.8 million. Recoverable O&M primarily consists of costs for
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performing work activities that do not meet FPL’s capitalization criteria and
an estimate of obsolete materials that will be expensed as a result of
modifications completed in 2013. This is approximately $4.6 million more
than projected due to non-capitalization of system and component inspections
and modifications.

Please describe the 2013 activities in the Transmission category.

For the period ending December 31, 2013, Transmission costs are estimated to
be $74,376. This amount is primarily related to costs associated with the
upgrades to the main transformers and plant yard electrical components. This
is $175,624 less than projected due to better-than-planned equipment
availability and clearances.

Are the 2013 actual/estimated costs presented in your testimony
“separate and apart” from other nuclear plant expenditures?

Yes, the 2013 actual/estimated costs presented are “separate and apart” from
other nuclear plant expenditures. The construction costs and associated
carrying charges and recoverable O&M expenses for which FPL is requesting
recovery through this proceeding were caused only by activities necessary for
the EPU, and would not have been incurred otherwise. As explained in my
testimony submitted in this docket on March 1, 2013, through engineering
analyses FPL identified the major components and systems that must be
modified or replaced to safely uprate the units and only those modifications

were included in the EPU project. FPL has continued to carefully follow all
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of the safeguards in this respect, which the FPSC has previously reviewed and

found to be reasonable and appropriate.

Are FPL’s actual/estimated 2013 EPU costs reasonable?

Yes. FPL’s 2013 expenditures are for successfully completing the final EPU

outage at Turkey Point Unit 4 and for EPU project close-out activities.

Careful vendor oversight, continued use of sub-contracting and competitive

bidding when appropriate, and the application of the robust internal schedule

and cost controls and internal management processes all support a finding that

FPL’s actual/estimated 2013 expenditures are reasonable.

Please list the exhibits you are submitting with this testimony.

I am sponsoring or co-sponsoring the following exhibits:

e Exhibit TOJ-13 consists of NFR Schedules, including 2013 AE Schedules,
2014 Projection Schedules and TOR Schedules. These NFR Schedules
contain a table of contents listing the schedules that are sponsored and co-
sponsored by FPL Witness Powers and me, respectively.

e TOJ-14, EPU MWe

e TOI-15, Top Industry Practice Award

e TOJ-16, 2013 EPU Project Benefits

e TOIJ-17, Southeast Florida Reliability Impact

o TOIJ-18, Workforce Summary

e TOJ-19, EPU Timeline

e TOJ-20, EPU Project Safety Performance

e TOIJ-21, Turkey Point Unit 4 EPU Scope
20
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e TOJ-22, EPU Equipment Placed in Service in 2013

e TOJ-23, EPU Project Work Activities List

e TOJ-24, FPL Investment versus Clause Recovery

e TOJ-25, Nuclear Cost Recovery Bill Impact

e TOJ-26, Summary of 2013 Extended Power Uprate Construction Costs

Does this conclude your testimony?

Yes.
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BEFORE THE
FLORIDA PUBLIC SERVICE COMMISSION

In re: Nuclear Cost )
Recovery Clause )

DOCKET NO. 130009-EI
FILED: July 3, 2013

ERRATA SHEET

EXHIBITS OF TERRY O. JONES, MARCH 1, 2013

EXHIBIT PAGE# LINE

TOJ-1, 21 of 193 15, Column (A)
Schedule 15, Column (C)
T-6B 16, Column (A)

16, Column (C)
17, Column (A)
17, Column (C)
21, Column (A)
21, Column (C)
23, Column (A)
23, Column (C)
24, Column (A)
24, Column (C)

TOJ-12 1ofl

ERRATA

Change $23,573 to $340,950
Change $23,573 to $340,950
Change $8,094,706 to $9,902,752
Change $94,706 to $1,902,752
Change $19,460,842 to $21,586,265
Change $305,877 to $2,431,300
Change $1,266,602 to $949,225
Change $503,313 to $185,936
Change $5,580,806 to $3,772,760
Change ($671,396) to ($2,479,442)
Change $6,874,408 to $4,721,985
Change ($408,083) to ($2,533,506)

See revised Exhibit, attached.

DIRECT TESTIMONY OF TERRY O. JONES, MAY 1, 2013

PAGE LINE
10 6-9

ERRATA

Change “FPL is requesting only the recovery of 2013 carrying

charges, O&M expenses, and partial-year revenue requirements
of approximately $11 million for the EPU project through the
Nuclear Cost Recovery Clause (NCRC) in 2014.” to “FPL is
requesting only the recovery of 2013 carrying charges, O&M

expenses,

partial-year revenue requirements, revenue

requirements associated with the true-up of Incremental 2012
EPU Plant Placed into Service, and the Actual/Estimated Net
Book Value of Retirements, Removal Cost and Salvage of
approximately $28 million for the EPU project through the
Nuclear Cost Recovery Clause (NCRC) in 2014.”




10 12 Change $28 to $45
10 15 Change $0.30 to $0.48 and 80% to 70%

10 16 Change $1.35 to $1.17

EXHIBITS OF TERRY O. JONES, MAY 1, 2013

EXHIBIT PAGE # ERRATA

TOJ-13,

Schedule 254 & 255 Replace Pages 254 and 255 (attached)
P-8

TOJ-25 1 See revised Exhibit, attached.
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Please state your name and business address.
My name is Terry Jones and my business address is 700 Universe Boulevard, Juno
Beach, FL 33408. I am employed by Florida Power & Light Company (“FPL” or “the
Company”) as Vice President, Nuclear Power Uprate.

Q. Have you previously provided testimony in this docket?

A. Yes.

Q. What is the purpose of your rebuttal testimony?

A. My rebuttal testimony addresses the direct testimony provided by the Office of Public
Counsel’s (OPC’s) Witness William Jacobs.

Q. Please summarize your rebuttal testimony.
The Extended Power Uprate (EPU) project has been a large and complex project,
involving millions of pages of data, spreadsheets, engineering drawings, schedules, work
orders, and other project information. The project is coming to a successful close,
presently delivering 522 megawatts electric (MWe) of incremental nuclear capacity and

:rij;; Lnergy to FPL’s customers. In the course of the project and the Nuclear Cost Recovery

APA _| i ' . .
22 ';{‘@:.} ’ (NCR) proceeding, FPL has made all of this information available to the parties, Florida

23

ENG | : . - .. .. .
" ——Public Service Commission (Commission) staff, and Commissioners, and has done so in

GCcL _|
el i—uzr forthright and transparent manner.
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Witness Jacobs’s arguments stem from his repeated (and repeatedly rejected) attempt to
split the EPU project into two pieces — one at St. Lucie and one at Turkey Point — when it
was proposed, approved, and pursued as one project. In fact, FPL could not have
delivered the over 400 MWe it was commissioned to provide by performing only half the

project.

Once again, Witness Jacobs has not identified a single imprudent management action or
decision in the year subject to review that caused the project costs to increase. It is clear
that OPC Witness Jacobs’s requested “remedy” should be rejected by the Commission.
Does the Nuclear Cost Recovery process anticipate a lapse in time between the
utility’s pre-filed current year estimates and the hearing?

Yes. The Nuclear Cost Recovery Rule, Rule 25-6.0423, requires the utility to file prior-
year costs by March 1%, current and subsequent year costs by May 1*, and requires the
Commission to conduct a hearing and make its determinations by October 1% of each
year. Obviously the utility’s current and subsequent year projections reflect a snapshot in
time that is clearly identified as such and then moved into the record at the time of the
hearing. This is also true in the other clause dockets. OPC’s witness should be familiar
with the clause true-up process and appears to be blaming FPL for not perfectly
predicting its costs. Of course, if any utility could do that, there would be no need for the
true-up process that occurs in the following year in every clause.

Please describe FPL’s overall approach with respect to providing information to the

Commission and to NCR parties.
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The EPU project has always been an open book, transparent to the Commission and the
parties of the NCR process. Each year FPL has provided copies of cost forecasts,
monthly cost reports, monthly operating performance reports, contracts, invoices,
correspondence, and many other documents requested by the parties. In 2012, FPL
produced 63,906 pages of information to Commission Audit staff and 35,581 pages of
information to parties in discovery. Additionally, EPU personnel including me are
interviewed by Audit Staff each year. 1 have also been available for deposition each year.
These, in addition to my testimony each year, are the numerous avenues by which the
Company provides information to the Commission and parties concerning the EPU

project.

Witness Jacobs’s Incorrect Attempt to Evaluate Turkey Point in Isolation (Again)

Witness Jacobs begins by attempting to quantify the cost of the Turkey Point
portion of the EPU project and points to the differences between the Turkey Point
and the St. Lucie plants. Please respond.
For three years now, OPC has attempted to examine the Turkey Point portion of the EPU
project in isolation. For three years, I and other FPL witnesses have explained why such
an exercise is inappropriate. To summarize:

e 1In 2007, FPL proposed and the Commission approved the EPU project as a single

project to meet the need for 400 MWe by 2012.
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e The objective of the project was to produce an additional 400 MWe using nuclear
fuel that required four reactors to be uprated at two sites, as it could not have been
done with only two reactors at one site.

e Efficiencies and cost savings have been realized in contract negotiations and
through resource sharing by working the uprate of all four units as a single
project.

e Since the beginning, FPL has acknowledged the differences between the Turkey
Point and St. Lucie portions of the EPU project. FPL has never claimed each site
would represent 50% of the project cost.

e The feasibility of the EPU project has always been based on the total cost and
total benefits of the project, and not on just a portion of the project.

Dr. Sim responds to Witness Jacobs’s faulty claim that the cost of the Turkey Point
portion, when viewed in isolation, is “uneconomic.”

Has such an attempt to split the EPU project into two pieces been rejected in the
past?

Yes. In 2011, Witness Jacobs recommended, “[t]he St. Lucie and Turkey Point projects
should be looked at separately in the analysis, with a break-even cost identified for each
project.” (2011 NCR Hearing Transcript p. 1031) His reasoning, as summarized by the
Commission, was that “the project should be broken up into two separate analyses due to
the higher estimated capital costs of the Turkey Point plant portion of the uprate project”
(Order No. PSC-11-0547-FOF-EI, p. 40) — the same reasoning Witness Jacobs presents
this year. In 2012, Witness Jacobs recommended, “[t]he Commission should revisit the

decision to permit FPL to continue to treat the economics of the EPU projects on a
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consolidated basis[.]” (2012 NCR Hearing Transcript, p. 1296-1297) In both cases the

Commission rejected Witness Jacobs’s recommendations.

Did the Commission’s order explain why it rejected Witness Jacobs’s

recommendations?

Yes. In 2011, the Commission concluded:
“We agree with FPL that a separate economic analysis for each of the EPU
project plant is unnecessary, and would be difficult to calculate. While a
mathematical average of the benefits derived from lessons learned and equipment
bulk orders can be developed, it is not known if these would have materialized if
only one plant was upgraded. Therefore, completing separate analyses would
incorrectly attribute to the individual plants the benefits gained from performing
uprates at both plants simultaneously.” (Order No. PSC-11-0547-FOF-EI, p. 40)

In 2012, the Commission rejected Witness Jacobs’s attempt to split the project into two

pieces for similar reasons, quoting its 2011 order. (Order No. PSC-12-0650-FOF-EI, p.

66)

Because the Commission repeatedly rejected the premise for separately analyzing the
Turkey Point costs, it is wrong for Witness Jacobs to assert that knowledge of higher
Turkey Point costs in 2012 would have somehow supported a different Commission
conclusion on this point.

Are there benefits unique to the Turkey Point portion of the EPU project ignored by

Witness Jacobs?
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Yes, the 242 additional MWe that are being provided by the Turkey Point portion of the
EPU are most valuable since they are generated very near where FPL’s customers have
the highest demand for electricity in FPL’s service territory as indicated in Exhibit TOJ-
17. In addition, the Turkey Point portion of the EPU project has significantly improved

FPL’s grid stability and reliability, thereby further benefitting FPL’s customers.

Witness Jacobs’s Incorrect Criticisms Regarding Prior Testimony

On page 19, Witness Jacobs criticizes your 2011 characterization of FPL’s 2011
non-binding cost-estimate as “highly informed.” Please respond.

In my July 25, 2011 rebuttal testimony, I characterized the 2011 non-binding cost
estimate as “highly informed.” However, Witness Jacobs has taken my statement out of
context. The full context of my statement was that the 2011 non-binding cost estimate
was highly informed relative to the non-binding cost estimates of previous years. (2011
NCR Hearing Transcript, p. 1208-1209) This was the case because FPL had achieved the
completion of LAR engineering, achieved the completion of about 70% of the design
engineering, and had information learned from the early stages of implementation. In
April 2011, we knew what modifications needed to be implemented to accomplish the
EPU project. Accordingly, 1 stand by my statement that the 2011 non-binding cost
estimate range was “highly informed” in comparison to the previous years’ non-binding

cost estimate.
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Exhibit TOJ-7 provides a detailed description of the complexities and discovery
encountered during the 2012 EPU implementation outages.

Please respond to the claim that your detailed descriptions and justifications of
scope increases (and resulting cost increases) demonstrate imprudence of “failing
to... accomplish advanced engineering at the outset” or incorporate an adequate
contingency, at page 20.

These two theories were raised by Witness Jacobs in the 2011 and 2012 NCR dockets,
respectively, and rejected by the Commission. As I have indicated previously on
numerous occasions, the EPU project was initiated and approved to deliver
approximately 400 MWe by 2012. Therefore, it was necessary to perform the project in
four overlapping phases. Had the four phases been performed in series, the project would
have taken much longer thus delaying the benefits to customers, and the total cost to
customers would have been greater. Therefore, it was entirely prudent to complete the
project in four overlapping phases and deliver the megawatts to our customers as
planned.

Did FPL include an adequate contingency during the course of the EPU project?
Yes. Throughout the EPU project, FPL has maintained a goal to provide a reasonable
amount of contingency in order to control project costs. FPL believes that if a very large
contingency is established, such as the level of contingency that a contractor would
include in a fixed price proposal for a scope of work with many uncertainties, then the
ability to control project costs would be diminished. In April 2012, FPL established a

reasonable contingency of $100 million ($90 million for PTN and $10 million for PSL)
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with a to-go estimate of $978 million ($743 million at PTN and $235 million at PSL).
Thus the total contingency was approximately 10% of the to-go estimate.
Turning to 2012, Witness Jacobs states that FPL estimated it would spend $688
million on the Turkey Point portion of the EPU project in 2012, when it actually
spent $975 million on the Turkey Point portion of the EPU project in 2012. Please
explain the vintage of and basis for FPL’s $688 million estimate.
My testimony filed on April 27, 2012 included Actual Estimated (AE) 2012 costs which
were based on actual costs through February 2012 and estimated costs for March through
December 2012. As I explained in my April 27, 2012 testimony, these costs were based
on a number of forecasts. Specifically, I testified as follows:
“The estimated project costs were developed from Project Controls forecasts
derived from the best available information for all known project activities in
2012. Included in the forecasts are the vendor long lead material contracts that
have scheduled milestone payments in 2012. Cash flows are based upon the latest
fabrication and delivery schedule information. Each major labor related services
vendor forecast is based upon the original awarded value and all approved
changes. Added to this, where applicable, would be an estimate of any known
pending changes to arrive at a best forecast at completion for each vendor. Owner
engineering and project management support forecasts are derived from approved
detailed staffing plans. Cash flows are developed for each approved position
based on the expected assignment duration and expected overtime, where
applicable. The large construction related vendor forecasts are based upon

previous experience, known scope(s) of work, productivity factors related to
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outage conditions and prevailing pertinent wage rates. Cash flow projections for
items identified in the Risk Register are based upon anticipated engineering,
material procurement, and outage implementation time horizons.” (2012 NCR
Hearing Transcript, p. 1059)
FPL recognizes, with the benefit of hindsight, that it underestimated its 2012 EPU costs,
including those it estimated for Turkey Point. Contrary to Witness Jacobs’s claim (at
page 20) that I have not “justified the discrepancy” between estimated and actual 2012
costs, the reasons for the variance are fully explained in my March 1, 2013 testimony,
particularly Exhibit TOJ-7, which details the numerous complexities and discovery issues
encountered during EPU implementation after preparation of the April 27, 2012 filing.
Additionally, approximately $75 million of the 2012 PTN EPU cost was not an increase
in total project cost and was due to two accelerated vendor payments which were moved

from 2013 to 2012 and were not included in the April 27, 2012 estimate of 2012 costs.

It is also important to recognize that both the $688 million figure and the $975 million
figure cited by Witness Jacobs exclude removal costs, EPU recoverable O&M costs,
transmission capital costs, and transmission recoverable O&M costs.

When you testified at the Nuclear Cost Recovery hearing in September of 2012, did
you indicate that the $688 million estimate included in your prefiled testimony was
FPL’s current or final estimate of Turkey Point costs?

No. To the contrary, I was very clear in indicating that total project costs — which
included 2013 Turkey Point estimates — remained subject to change. Specifically, I

testified as follows:
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“As I have stated before, this [non-binding cost estimate] range is subject to
change, especially as we incorporate our lessons learned from the recently
completed Unit 3 construction effort and finalize our plan for our fourth and final
reactor. 1 expect to complete that effort by the end of October[.]” (2012 NCR
Hearing Transcript, p. 1078)
During cross examination, OPC specifically asked me whether the total project cost
increase presented in 2012 was the “final refinement” of project costs, and I answered
that it was not. (2012 NCR Hearing Transcript, p. 1351) These statements were made to
communicate that project costs could increase and I believe OPC took them as such.
What was the status of FPL’s total project cost forecast compared to its non-binding
cost estimate as of September 2012?
As of September 2012, FPL’s total EPU project cost forecast had been increasing and
remained within the non-binding cost estimate range filed on April 27, 2012. For that
reason, I made it clear during the 2012 hearing that FPL’s non-binding cost estimate was

still subject to change, as discussed earlier in this testimony.

Additionally, during the 2012 hearing, I testified that I expected the total installed cost
per kilowatt, upon completion of the EPU project, to be about the same as that reflected
in the company’s 2012 filing. Now that implementation work is complete, I can report
that the total installed cost per kilowatt is in fact about the same as it was estimated to be
last year. Using the upper end of last year’s non-binding cost estimate range, the cost per
kilowatt was estimated to be $6,429. Using the mid-point of the range (the cost assumed

for feasibility purposes), the cost per kilowatt was estimated to be $6,224. This year, the

10
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installed cost per kilowatt is estimated to be $6,510 which is only about 1.3% higher than
last year’s estimate using the high end of that range, and about 4.6% higher than last
year’s estimate using the mid-point of that range.

What is the total MWe output of the EPU project reflected in this installed cost per
kilowatt calculation?

The EPU project is now providing 522 MWe to FPL’s customers, based on recently
completed testing. This reflects an additional 10 MWe as compared to my May 1, 2013,
testimony, all of which has been obtained from Turkey Point Unit 4.

Does Witness Jacobs identify any imprudent project management actions or
decisions in 2012 that caused the EPU project cost to increase?

No. Witness Jacobs has not identified a single imprudent management action or decision
in 2012, nor does he claim the disallowance he recommends was caused by any
imprudent action or decision in 2012.

Does this conclude your rebuttal testimony?

Yes.

11
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MR ANDERSON:  You have asked us not to do
sunmaries. That's fine. Wth that, | think we are
ready for cross-exam nation or Conm ssi oner questions.

CHAI RVAN BRI SE:  Sure.

MR ANDERSON: And | did nention the rebuttal ?
Ckay. W' re good.

CHAI RVAN BRISE: Al right. Conmi ssioners,
the floor is yours.

Ckay. Comm ssi oner Bal bi s.

COW SSI ONER BALBI'S:  Thank you, M. Chairnan.
And | normally use the tinme when a witness is conducting
their summary to really focus in, so |l may be alittle
| ess organized than I normally am

CHAI RVAN BRI SE:  That's fine.

COW SSI ONER BALBI'S:  But, basically, | wanted
to discuss with you -- there were several cost overruns
i n nunerous categories for the EPU projects, and so |'d
i ke to go through those, a brief discussion on those,
and allow you to el aborate on them Because | found
that sonme of your testinony did not have the | evel of
detail that | would Iike, especially when dealing with
t hese significant overruns.

So if you start on Page 38 of your testinony,
and this was brought up previously with another w tness

on the increase in license application costs, but there

FLORI DA PUBLI C SERVI CE COVWM SSI ON
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appears to be a 50 percent increase in that item

THE WTNESS: Are you referring to the March 1
testinony or the May testinony?

COW SSIONER BALBIS:  Yes. |I'msorry, it is
t he March.

THE WTNESS: WMarch 1. Comm ssioner, if |
could, before we go line itemby line itemon this --

COW SSI ONER BALBI'S:  There is not that many
lines, | assure you. But, go ahead.

THE WTNESS: If | could give you a quick
summary of the total variance for 2012.

COW SSI ONER BALBIS: My entire line of
questioning are on the variances, so | think that would
be hel pful for ne.

THE WTNESS: kay. So there are a nunber of
TQJ exhibits in here that you can conpare one year to
the next for total construction cost. And then there
are the AEs and the P schedules and the TOR schedules in
here. And it requires an appropriate and thorough
review of the details behind those to understand what is
in those and what is not in those. And it's not ny
intent to get into those. However, the TQJ-7 exhibits
don't include AFUDC, carrying costs, net book val ue of
retirenments, salvage costs. And ny only point is

that -- and it al so does not account for changes in cash

FLORI DA PUBLI C SERVI CE COVWM SSI ON
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fl ow.

So the actual variance year over year of 2012
is $206 mllion. And the way you get there is you
conpare the TOR-2 fromthe May 12th filing from May 2012
to the TOR-2 filing of May 2013, and the details that
roll up to that.

Now, in regards to the licensing, if you
pl ease, and I'd like to address the cost increases
associated wth licensing. And so in the category of
licensing, that cost category includes all engineering
costs associated with responding to NRC RAl's, the
engi neering analysis that is done by our major vendors,
and as |'ve testified in previous hearings, there were
del ays in reviews, additional questions that had to be
answered, and as a result it even resulted in delaying
the EPU inplenentation for St. Lucie Unit 1, and we had
to do what we call a md-cycle shutdown to inplenent.
So those are direct charges by the engineers that are
respondi ng to those questions by the regul atory agency.

COW SSI ONER BALBI'S: Ckay. And I'mgoing to
get into nore of the reasoning behind that with staff
wi t nesses or staff auditors on your managenent plan.

But in your position as overseeing this work, do you
feel that as far as the additional work that was

requi red by your contractors, your engineers, et cetera,

FLORI DA PUBLI C SERVI CE COVWM SSI ON
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was it sonething that was because of their error, just
additional increase in scope; was there something that
FPL did to control those costs, mnimze those costs;
and are all of those costs warranted?

THE WTNESS: Yes. The short answer is yes.
Not as a result of errors. There obviously was issues
that had occurred at other nuclear plants that had
i cense anendnment requests unreviewed that called into
guestion certain -- for one exanple, nodeling of peak
fuel clad tenperature for conbusti on engi neering
supplied fuel, and that cascaded into additional
guestions for us that we had to answer.

Al so, as you are very nuch aware, we had to
expend an extraordinary anmount of additional effort as a
result of the San Onofre units and the steam generators
that failed on-line because St. Lucie Unit 2 had
repl acenent steam generators fromthe sane supplier, but
different vintage, a different design, but still those
saf ety questions arose late in the gane and had to be
addr essed.

As far as our overview, is we have daily -- we
have detail ed schedul es for the vendors deliverables.
We nonitor their actual hours worked. They have to
provi de detailed reports on what their engineers are

spending their tine doing. W audit those. W visit
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their office to verify those costs are appropriate for
the products that we're getting.

COW SSI ONER BALBI'S:  Gkay. Then noving on to
your TQJ-7, Page 5 of 19. And, you know, | just want to
hit on a few of the high dollar variances. And that
| ast row deals with your contractor, and it | ooks to be
about a 70 percent variance fromestimted costs to
actual costs. And | know that in |ast year's proceeding
there was sone di scussi on about performance of your
contractor in your testinony and ot her testinonies that
you al l ocated that work to other contractors in order to
deal with potential performance issues.

THE WTNESS:. Yes. Let nme clarify that. 1In
regards to the performance, the performance of this EPC
contractor is very good. What we have is that given the
magni tude of the scope of growth and di scovery, | guess
maybe it's not the best analogy that | can think of, if
you think of running the 100 neter dash, you hire Usain
Bolt to run it for you. But at the point that it
expands to 400 neters, even though he's a strong
performer, you don't expect himto run the 400 neters by
hi nsel f, and you get three people and you turn it into a
relay. And that's the best analogy | can give for that.

Now, part of this variance to cost is not that

the total project cost increased at all. Part of that
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is an accel erated paynent nmade to our vendors. In fact,
we had accel erated paynents to the tune of $75 mllion,
and so it's inportant to | ook year-over-year and not
just on a line-by-line basis.

COW SSI ONER BALBI'S:  Ckay. Then just getting
back to the allocating additional work to other
contractors and with your analogy on the race. 1In ny
experi ence that when you have a change, and to keep your
race anal ogy, a change in horses, if you wll, there are
sonme prem umcosts that are associated with it. You pay
the contractor, you know, the prelimnary work to get up
to speed on the project, et cetera. Those are just sone
exanpl es that | have seen in ny experience that increase
the costs. Wre there any prem um costs or additiona
costs to the project because of the reallocation of the
wor k?

THE WTNESS: No, Conm ssioner. |In fact, it
was part of our strategy, and | tried to explain that
back in 2011, that one of the other major EPCs for
nuclear in the United States is Shaw, and they are now
known as CBI, Chicago Bridge and Iron. And they have
been on the property since day one, and they do a
certain amount of work for us already. Also, we enploy
a nunber of engineering firns. So Bechtel never had

100 percent of the work. And so the infrastructure of
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the other EPCs that we engaged and the other contractors

t hat we engaged, such as Westinghouse, already had a
presence on-site, already had sone scope of work.

And what we did is as we -- it's akin to this.
As the scope increases, you are now starting to really
tax the best perfornmers of a given EPC organi zation, and
you have another EPC right there that has a nunber of
A-team pl ayers that they can depl oy and pick up the
work. And what we do is we use a change nmanagenent pl an
for the transition of that work, and we get agreenent
bet ween the EPCs what can be reasonably transferred from
one to the other wi thout incurring any additional cost.

COW SSI ONER BALBI'S: Ckay. So then to
summari ze, of that variance that's listed in your TQJ-7,
and I know it may be an acceleration, it may not be a
true variance, but it doesn't include any prem um costs
that are associated with, or additional costs that are
associated with the reallocation of the work.

THE WTNESS: That is correct. The
real |l ocation of work actually wi nds up in cost avoi dance
because as evidenced by the results of the second St.
Luci e outage, and the results of the second Turkey Point
out age, on average they were done 20 percent faster and
for | ower cost.

COW SSI ONER BALBI'S:  Ckay. Moving on to Page
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14 of 19 of TQJ-7. You have another |arge increase for
your EPC contractor of around 50 percent. In reading
the variance explanation, there's discussion of the
CREVs and the CREFs project, and so the same question as
the previous itemwhere was that a reallocation of work
and are there any premuns? And then what caused that
addi ti onal scope of work, the additional ventilation
systemto be added to the project, and why was that not
anti ci pated when the project was started?

THE WTNESS: Wen that project was started,
that was visualized as a relatively sinple relocation of

the air intake for the control room And | think a

picture is worth a thousand words here. |If | could, and
you should have -- these are all exhibits within part of
TQJ-3, but if | could call your attention to -- it's

going to be towards the back. Let's see here.
COW SSI ONER BALBI' S:  Page 44, around that
area?
THE WTNESS: R ght, Page 44. Al that
bright -- this was not what was envisioned at the
begi nning of the project. Wat was envisioned at the
begi nning of the project was to relocate the air intakes
for the control building. The control building, the
south wall is actually that white wall with the orange

stripe there, and there's just two sinple danpers there.
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And as we got further into the regulatory and design
requi renents, we were required to -- even though the
exi sting systemwas to the original |icensing basis, we
were required to apply a standard for a newer reference
pl an, whi ch neant the tornado protection and hurricane
protection had to be substantially nore. So that super
steel structure that you see there is sonething that is
built one stick at a time, one weld at a tinme. And as
you turn to Page 45 of 49, you can see the mssile
grating that gets install ed.

And then on Page 46 of 49, when we tal k about
pi pe supports, | don't want anyone to confuse, you know,
when you have those braces in your closet that are
hol ding up the shelf in a closet, you know, that's the
function of a pipe hanger. In the nuclear world, that
pi pe that you see right there is duct work. That's
Schedul e 40 stainless steel pipe. So air conditioning
duct work that you are used to in your home does not cut
it for a control roomintake, and each one of these
pi pes supports then, these blue structures are al
individually stick built.

Now, the problemis if you turn to Page 47, we
asked one of the fire watches to stand next to one to
gi ve you a sense of the scope and the scale of this, is

that you can't go to Hangers R Us and buy these things.
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You engi neer themone at a tinme, you build themone at a

time. And as you try and install them again, this
concrete was put in place 40 years ago and we run into
steel inserts, rebar, and once you relocate one then it
has a cascading effect. And so we basically took that
control intake and took it fromthe control building all
the way to the far western side of the plant, and that's
not what we had originally envisioned for this project.
And so that the additional cost is just associated with
the sheer human capital necessary to conplete that work.

COW SSI ONER BALBI'S: Ckay. And then the
first part of ny question then, there was no prem um
costs associated with adding that scope of work,
correct? Premumcosts being costs that are in addition
toif it was normally anticipated in devel oping the
scope?

THE WTNESS: No, that's correct.

COW SSI ONER BALBIS: Ckay. | think | only
have one nore question. Bear with ne. And this is the
part where | woul d have gotten organi zed in your
sunmary.

You had indicated sonewhere in your testinony
that there were $63 mllion worth of concessions. D d
| --

THE WTNESS: Yes, that's correct. That was
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in March 1. As we did a true-up for the May 1 filing,

we revised that figure, and it really worked out to be
to the tune of 79 mllion, and that was concessions from
our major suppliers. oviously as the scope increased,
that's nore work for the major suppliers that are

i nvol ved on the project, and so we went back to them --
because they are only paid for the actual hours they
work and for products that they actually deliver.

And so the opportunity for reduction is either
through efficiency or for reduced rates. So we went
back to our major suppliers and negoti ated reduced rates
given that their volunme of work had increased.

COW SSI ONER BALBI'S: (Ckay. And those -- you
know, and | guess in your testinmony you didn't identify
any additional costs because of this change of scope.

So if you would have, | would have asked you, that is
$79 mllion in concessions. | nean, does that cover any
additional costs that were incurred?

THE WTNESS: Yes. As the scope grows and we
are putting nore people on the job, and they are worKking
nore hours to acconplish the total scope of the EPU,
right, that TQJ-7 is -- granted, it's 19 pages, but it
is still a high |evel summary of those additional man
hours worked. That is your increased scope. And to

of fset that, we negotiated |ower rates for the people
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provi ding that manpower to the tune of $79 mllion.

COW SSI ONER BALBI S:  Ckay. Thank you.

That's all | had. Those nunbers really junped out at
nme, and | wanted to get further scrutiny of these costs.

CHAIRVAN BRISE: Al right. Thank you
Conmi ssi oner Bal bi s.

Any further questions, Comm ssioners?

Al right. Seeing none, | suppose there is no
redirect. And is there anything el se that we have to do
with this witness in terns of exhibits or anything of
the sort? | think we entered themearlier.

MR. ANDERSON: W just need to offer Exhibits
13 t hrough 38.

CHAI RMAN BRI SE: 13 t hrough 38.

MR ANDERSON: There is another one listed for
him W are not offering it because of the stipulation.

CHAI RVAN BRI SE: Okay. So we will enter
Exhi bits 13 through 38.

Are there any objections? 1'mnot seeing any,
so we will enter 13 through 38 into the record at this
time.

(Exhi bit Nunbers 13 through 38 entered into
the record.)

CHAI RVAN BRI SE: Ckay. Wth that, | think M.

Jones can be excused. Thank you very mnuch for your
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partici pation today.

THE WTNESS: Thank you.

CHAI RMAN BRI SE:  kay. | believe now staff
wll call the next w tness.

MR LAWSON. Yes. At this tine we would |ike
to call Wtnesses Fisher and Rch to the stand, please.

(Pause.)

CHAI RVAN BRI SE: M. Lawson.

MR, LAWSON. Yes. Thank you, M. Chairnan.

I"d just like to rem nd the Conmm ssioners we
have distributed the confidential version of their
nmeasurenent report. Please renenber that when we are
finished we will need to return those to Theresa at the
end so she can account for them Al so, we have
di stributed them wi thout knowi ng whet her or not they
will be used or not at this tine.

CHAI RVAN BRI SE:  Sure.

MR LAWSON: So, if you will, we will have to
take a nonment to get this entered into the record at the
end of it. Wth that, we wll go ahead and begin.

LYNN FI SHER and DAVID RI CH
were called as wtnesses on behalf of the Florida Public
Servi ce Comm ssion Staff, and having been previously
sworn to tell the truth, testified as foll ows:

DI RECT EXAM NATI ON
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BY MR LAWSON:

Q Cood eveni ng, gentlenen. Having been sworn
woul d you each state your nane and address for the
record, please.

A (By Wtness Fisher) Yes, we have been sworn.
My nanme is Lynn Fisher, and I work with the Public
Servi ce Conm ssion as a Managenent Analyst |1 here at
2540 Shumard QGak Boul evard.

A (By Wtness Rich) M nane is David Rich.
work in the Ofice of Auditing and Performance Anal ysis
as a Public Wility Analyst 1V, 2540 Shumard QCak,

Tal | ahassee, Fl ori da.

Q And | believe you have jointly prefiled
testinmony consisting of 40 pages in this case as it
relates to Florida Power and Light?

A Yes, we did.

Q And if | were to ask you the sanme questions in
your prefiled testinony today, would your answers be the
sane?

A Yes, they woul d.

A (By Wtness Fisher) Yes.

MR LAWON. M. Chairman, at this tinme we
woul d ask that the Joint Prefiled Testinony of M. Lynn
Fi sher and M. David Rich be entered into the record as

t hough read.
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W |

CHAIRVAN BRISE: Al right. At this time we

enter the testinony of M. Fisher and M. Rich into

the record as though read.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
COMMISSION STAFF
DIRECT JOINT TESTIMONY OF
LYNN FISHER AND DAVID RICH
DOCKET NO. 130009-E1

JUNE 20, 2013

Q. Mr. Fisher, please state your name and business address.

A. My name is Lynn Fisher. My business address is 2540 Shumard Oak Boulevard,
Tallahassee, Florida 32399-0850.

Q. By whom are you employed?

A. I am employed as a Government Analyst II by the Florida Public Service Commission
in the Office of Auditing and Performance Analysis.

Q. What are your current duties and responsibilities?

A. I perform audits and investigations of Commission-regulated utilities, focusing on the
effectiveness of management and company practices, adherence to company procedures, and
the adequacy of internal controls. Mr. Rich and I jointly conducted the 2013 audit of Florida
Power & Light Company’s (FPL) project management internal controls for the nuclear plant
uprates and new construction projects at the St. Lucie and Turkey Point sites.

Q. Please describe your educational and relevant experience.

A. In 1972, I graduated from Florida State University with a Bachelor of Science degree in
Marketing. My relevant background includes over twenty years with the Florida Public
Service Commission in management auditing, performance analysis, process audits, and
complaint investigation. Since joining the Commission, I have participated in numerous

reviews of utility operations, systems, and controls, culminated in a written audit report
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similar to the one attached as an exhibit to this testimony. I also participated in the 2008
through 2012 reviews of FPL’s project management controls for FPL’s nuclear plant uprate
and new construction projects and filed those audit reports in the respective dockets.

Q. Have you filed testimony in any other dockets before the Commission?

A. Yes. I filed similar testimony in Docket No. 080009-EI, 090009-EI, 100009-EI,
110009-EI, and 120009-EI. In addition to these, I previously filed testimony during 2005 in
Docket No. 050045-EI. This testimony addressed an audit of diswibution electric service
quality for Florida Power & Light Company’s Vegetation Management, Lightning Protection,
and Pole Inspection processes.

Q. Mr. Rich, please state your name and business address.

A. My name is David Rich. My business address is 2540 Shumard Oak Boulevard,
Tallahassee, Florida 32399-0850.

Q. By whom are you employed?

A. I am employed as a Public Utility Analyst IV by the Florida Public Service
Commission in the Office of Auditing and Performance Analysis.

Q. What are your current duties and responsibilities?

A. I perform audits and investigations of Commission-regulated utilities, focusing on the
effectiveness of management and company practices, adherence to company procedures and
the adequacy of internal controls. Mr. Fisher and I jointly conducted the 2013 audit of Florida
Power & Light Company’s project management internal controls for uprate and new
construction projects at the St. Lucie and Turkey Point sites. I also participated in similar
audits of FPL project management controls for uprate and new construction projects during
2009 through 2012 and filed those reports as testimony in the appropriate dockets.

Q. Please describe your educational and relevant experience.

A. In 1978, I graduated from the United States Military Academy at West Point with a
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Bachelor of Science degree and a concentration in Engineering. A Masters of Arts degree in
National Security Affairs from the Naval Postgraduate School followed in 1987. I am a also
graduate of the United States Army Command and General Staff College and the Republic of
Korea Army Command and General Staff College. My relevant work experience includes ten
years with the Florida Public Service Commfssion in management auditing, utility
performance analysis, process reviews, and trend analysis. Since joining the Comrhission, I
have participated in numerous audits of utility operations, processes, systems, and conwols
which culminated in a written audit report similar to the one attached as an exhibit to this
testimony.

Q. Have you filed testimony in any other dockets before the Commission?

A. Yes. I have previously filed testimony in Docket No. 090009-EI, 100009-EI, 110009-
El, and 120009-EI.

Q. Please describe the purpose of your testimony in this docket.

A. Our testimony presents the attached confidential audit report entitled Review of Florida
Power & Light Company’s — Project Management Internal Controls for Nuclear Plant Uprate
and Construction Projects (Exhibit FR-1). This audit was completed to assist with the
evaluations of nuclear cost recovery filings. The report describes key project events and
contract activities completed from January 2012 through May 2013 for the uprate projects at
St. Lucie Units 1 & 2 and Turkey Point Units 3 & 4, and the new construction project for
Turkey Point Units 6 & 7.

Q. Please summarize the areas examined by your review of controls.

A. The Office of Auditing and Performance Analysis conducted an audit of the internal
controls and management oversight of the nuclear projects underway at FPL. We examined
the organizations, processes, and controls being used by the company to execute the Extended

Power Uprates of St. Lucie Units 1 & 2 and Turkey Point Units 3 & 4 and the construction of
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the new Units 6 & 7 at Turkey Point. This is the sixth annual audit of the company’s controls
for its nuclear uprate and construction projects. The previous reviews were filed annually,
since 2008, in the Nuclear Cost Recovery Clause dockets before the Commission.

The primary objective of this audit is to assess and evaluate project key developments,
along with the organization, management, internal controls, and oversight that FPL has in
place or plans to employ for these projects. The internal controls examined annually are
related to the following areas of project activity: planning, management and organization, cost
and schedule controls, contractor selection and management, auditing, and quality assurance.
Q. Are you sponsoring any exhibits?

A. Yes, our completed audit report is attached as Exhibit Number FR-1. The audit
report’s observations are summarized in the Executive Summary chapter for both the
Extended Power Uprate projects and the Turkey Point 6&7 new construction project.

Q. Does this conclude your testimony?

A. Yes.
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BY MR LAWSON:
Q And | believe you have an exhibit attached to
your testinmony as it relates to Progress Energy Florida?

A (By Wtness Rich) No, we don't.

Q |"msorry, Florida Power and Light.

A Yes, we do.

Q Do you have any changes or corrections to that
exhi bit?

A No, we don't.
A (By Wtness Fisher) No.

MR LAWSON: M. Chairman, at this tine |
woul d ask that Exhibit FR-1, which is marked as Exhibit
Nunber 68 on the Conprehensive Exhibit List, be
identified as such, and entered into the record.

CHAl RVAN BRI SE:  Ckay. W will enter Exhibit,
| guess, what, 68 identified here as FR-1 into the
record. Are there any objections? GCkay. |'m not
seei ng any.

(Exhi bit Nunber 68 marked for identification
and entered into the record.)

MR LAWSON: Since the witnesses are here
primarily for Conm ssioner questions, | don't believe
that the summary woul d be necessary, but | woul d just
like to check with the Comm ssioners to see if they have

any desire to hear that first.
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CHAI RVAN BRI SE:  Conmi ssi oner Bal bi s.

COW SSIONER BALBIS: M. Chairnman, if it
woul d pl ease the majority of the Comnm ssion, | would
like to hear a summary of their audit.

CHAI RVAN BRI SE:  Ckay. Now, | don't think
that the Conm ssion, per se, is a party to the --

MR. LAWSON: No, the staff is not a party to
this, so the giving of their summary is discretionary.
It's just since we know they are here for Conm ssioner
qguestions, we asked the question.

CHAIRVAN BRISE: Sure. And it nmay speed up
the process, so we wll go ahead and hear the sunmary.

WTNESS RICH Very wel |

Good evening, M. Chairman and Conm ssioners.
Qur testinony presents a nanagenent audit revi ew of
proj ect managenent internal controls that Florida Power
and Li ght Conpany uses in managing its nuclear uprates
and construction of new nuclear units. The Ofice of
Audi ting and Performance Anal ysis has annual ly conducted
an i ndependent review of internal controls used by FPL
for its project managenent mnet hodol ogi es.

The primary focus of our review remains the
sanme as in previous annual reviews, to docunent and
assess key devel opnents for both projects. W exam ne

conpany project controls in project planning, nmanagenent
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and organi zati on, cost and scheduling, contractor

sel ection and oversight, internal and external auditing,
and quality assurance.

Qur team conducted interviews with key FPL
managenment personnel fromthe uprate and new
construction projects. |In addition, we issued extensive
docunent and data requests related to project nmanagemnent
oversi ght, devel opnent and inplenmentation. Itens are
team revi ewed and eval uated, including nmanagenent
reports, contracts, vendor eval uations, invoices,
qual ity assurance reports, and audits.

These docunents and interview responses form
the foundation of our overall assessnent of the status
and effectiveness of project managenment controls FPL
enpl oys for the uprate and new construction projects.
Audit staff believes that the FPL system of interna
controls, risk evaluation, managenent oversight, and
reporting requirenents adequately addressed schedul e,
budget, costs, performance, and risks for the extended
power uprates in Turkey Point 6 and 7 projects in 2012.

From t he observations on Pages 7 and 8 of our
report, staff has identified two itens for additiona
followup. Item Nunber 1, Turkey Point 6 and 7, as the
project grows rapidly in the transition fromlicensing

to construction, staff believes that FPL shoul d
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reeval uate the adequacy of its project nmanagenent,
internal controls, and oversight protocols. And,
Nunber 2, for extended power uprate, that unresol ved
warranty clains should be reviewed in the next NCRC
cycl e.

We wel cone your questions of our efforts,
Commi ssioners, and this concludes the summary of our
t esti nony.

CHAI RMAN BRI SE:  Thank you very much.

Conmi ssi oners?

Al right. Conm ssioner Bal bis.

COW SSI ONER BALBI'S:  Thank you, M. Chairnan.

And as |'msure you recall that during | ast

year's proceedi ng there were sone di scussions during our

del i berati ons about managenent activities fromFlorida
Power and Light, and | believe M. Breman during that

neeting indicated that staff was going to watch this,

and that the audit for next year's proceedi ng was goi ng

to focus on those activities to make sure that we
provi de the proper anount of scrutiny.
So ny first question to staff is this is, |
bel i eve, the sixth annual audit, is that correct?
WTNESS RICH:  Yes, Conm ssioner, the sixth.
COW SSI ONER BALBI'S: Ckay. And in |ight of

t he di scussion | ast year, what additional scrutiny did
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you provide, or did you focus on anything in nore detai
during this audit, this year's audit? Either one of
you.

WTNESS FISHER. I'msorry, |I'mnot sure
under stood the question. D d you say --

COW SSI ONER BALBI'S:  Sure. This has been an
annual audit of Florida Power and Light's activities,
but | ast year we had a discussion that audit staff was
going to continue to watch FPL's nmanagenent of its
contractors and other activities. D d you provide any
addi tional scrutiny or performany additional analysis
of Florida Power and Light as a result of those
di scussions? |If so, what were they?

W TNESS FI SHER® W' ve conducted the audit in
a simlar manner the entire period. W |ook at
managenent reports, we | ook at managenent deci sions, al
the things that M. Rich just nentioned in the preview.
So we in the past have | ooked at simlar things. Your
question, | guess, is what did we |ook at differently
this year?

COW SSI ONER BALBI'S:  Yes.

WTNESS RRCH M. Comm ssioner, | would add
that FPL has inserted additional |ayers of reporting for
vendors, which we also | ooked at this year.

COW SSI ONER BALBI' S:  Ckay. Specifically
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concerning FPL's managenent and proj ect nmanagenent
controls for its contractor, did you provide any
additional level of scrutiny, or did you feel that your
audit that you perforned and your review of their
practices was adequate to determne if they have
adequate systens in place?

WTNESS RRCH Sir, | don't believe we
guantitatively added | ayers and | ayers of additiona
scrutiny. | believe the scrutiny that we applied is
conprehensive in its nature and afforded us the ability
to make sound deci sions about the prudency of their
managenent internal controls.

COW SSI ONER BALBIS: Ckay. And | want to
make sure that | cite the redacted portion of your
report, but you indicated that what is sumarized in
this report is actually nultiple audits, and in your
report it lists, | believe, six, was it six audits. |Is
that correct or no? On, | believe, Page 27.

WTNESS RICH  One nonent. Are you speaki ng,
Conmi ssi oner, about 3.2.3 at the bottom of the page?

COW SSI ONER BALBI'S:  Correct.

W TNESS FI SHER: That's FPL's internal audits.

COW SSI ONER BALBI'S:  Correct.

WTNESS RICH These are not our audits.

COW SSI ONER BALBI'S:  And your report, though,
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000939
sumari zes the results of those audits, correct?

W TNESS RICH. They take theminto
consi deration, yes, and they are included in our
results.

COW SSI ONER BALBI'S: Ckay. And as a result
of those audits, FPL found sone inprovenents that could
be made and nmade additional -- nmade some reductions to
the recovery without listing the anmount, is that
correct?

W TNESS FI SHER. Yes, they did. On Page 28,
the next to the |ast paragraph, it gives an anount that
was reversed from charges by the conpany.

COW SSI ONER BALBI'S:  Yes, and | noticed it is
not highlighted, so | can say it, but it states that FPL
reversed $2.4 mllion of charges, and they did that on
their own volition as a result and review of their own
internal audits, correct?

W TNESS FI SHER That is correct, yes, sir

COW SSI ONER BALBI'S:  And do you feel that
that reversal of charges was adequate to deal with any
i ssues identified?

W TNESS FI SHER: Yes. They actually did a
series of audits to look at per diem and the series
added up to be this total of 2.14. They went back and

| ooked at different contractors that had been paid per
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diem and identified that there were sone
irregularities. And this was, again, their interna
audit people that had conducted these audits, and then
they made the changes to the anount that they filed for
recovery.

COW SSI ONER BALBI'S:  Ckay. And then
believe this is ny last question, and | nmay have --

WTNESS RRCH. M. Chairman, | might add to
M. Fisher's comments that |looking at it from an
internal controls perspective, we found that in this
case specifically that FPL's internal controls
identified the problem quantified it, and applied a
solution in a conprehensive fashion.

COW SSI ONER BALBI'S:  Okay. And then ny | ast
guestion, and | probably started with this question, but
"Il ask it again. You know, again, we identified
sonet hing | ast year that staff was going to watch, and
as aresult of that we had this audit prepared. And so,
in your opinion, do you feel that FPL's managenent of
their contractors, they have adequate controls in place
to effectively nmanage the project?

WTNESS RRCH: Yes, sir, | think that's our
conclusion. W found no evidence of inprudence in their
internal controls, their policies, procedures, or

practi ces.
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000941
COW SSI ONER BALBI'S:  Ckay. Thank you.

And noting that at |east half of these
projects are conpleted, the uprate projects, this was
our last opportunity to look at it. And | wanted to
make sure this didn't slip through the cracks, because
it was a point last year, and I'mglad to see that staff
followed up on it.

COW SSI ONER BALBI' S:  Thank you, Comm ssi oner
Bal bi s.

Commi ssi oners, any further questions?

Al right. Staff, redirect.

MR YOUNG Just to foll ow up one question

REDI RECT EXAM NATI ON

BY MR YOUNG

Q Conmmi ssi oner Bal bi s asked you what additiona
| ayers of scrutiny did you apply to this year's audit
based on M. Breman's comments at |ast year's agenda
dealing with the NCRC. Do you renenber that |ine of
guesti oni ng?

A (By Wtness Rich) Yes.

Q Do you have the unredacted copy of the audit
report with you?

A Yes, we do.

Q Can you | ook at Page 117

A I"msorry, the page?
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000942
Q Page 11 of the unredacted copy, and Page 31.

A Stand by. Ckay.

Q At the top of Page 11, do you see the red --
it'"s not inyellow, so | can repeat it. The federa
problems with the COLA, FSAR 2.57

A Yes.

Q Can you explain to the Conm ssion what
addi tional -- what your review of that problem was?
What anal ysis did you performin your managenent audit
as relates to that issue?

A We | ooked at the communications both fromthe
NRC and that flowed upwards from FPL in response to the
probl ens that the NRC had with FSAR 2. 5.

Q And | ooki ng at Page 31, | think you touched
on -- you touched on it wth Comm ssioner Bal bis, the
Bechtel performance, did you | ook at that?

A Yes.

Q Can you explain to the Conm ssion what
additional review that you performed there?

A (By Wtness Fisher) Yes. | think the concern
here was Bechtel's past performance and their on-going
performance in 2012. Staff had some concern wth
Bechtel's inability to conpl ete engi neering
nodi fi cati ons as schedul ed mlestones called for. Due

to this potential inpact on the project in terns of
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scheduling costs, we |ooked at it nore closely.
However, EPU project managenment continued to pressure
Bechtel in 2012 to inprove and al so involved their
executive | evel nmanagenent with Bechtel's executive

| evel managenent .

There were changes nade to the project
managenent team for Bechtel to inprove the process, the
wor k that was being done, and FPL continued to keep that
pressure on Bechtel. So we feel that EPU nanagenent and
Bechtel resolved the problens that they incurred in
2012, and FPL managenent continued to watch over them
during the year

MR. YOUNG No further questions.

CHAI RVAN BRI SE:  Thank you. Any exhibits?

MR YOUNG W already noved the one exhi bit
for M. Rich and M. Fisher.

CHAI RMAN BRI SE:  kay. M. Fisher and M.

Ri ch, thank you for your work, and thank you for your
t esti nony here today.

W TNESS RICH  Thank you, M. Chairman
Conmi ssi oner s.

MR YOUNG Two things. One, can the
W t nesses be excused?

CHAI RVAN BRI SE: Yes. W are going to excuse

themat this point. So, M. Fisher and M. Rich, you
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are wel cone to be excused. You are also welcone to stay
if you would IiKke.

WTNESS RICH: W're done.

MR YOUNG | don't know if Conm ssioner
Bal bi s asked any confidential information, so | don't
think we actually need this docunent to be entered into
t he record.

CHAI RVAN BRI SE:  No, Conmi ssioner Bal bis used
t he redacted version.

MR YOUNG  Yes.

MR LAWSON: Comm ssioners, at this time if
everyone could return their copies of the confidential
file to Theresa, she will cone around to pick them up.

CHAI RVAN BRI SE:  Sure.

Al right. Are there any other matters that
need to be addressed?

MR MOYLE: | just have one on this
confidential information. FIPUG signed a
confidentiality agreenent and, you know, we are not
going to do anything with it, but in terns of having the
docunent for preparation for next year and stuff, | can
work with staff, or work with the parties, or do
what ever, but we'd |like to have access to it as we nove
forward

CHAI RVAN BRI SE:  Mary Anne.

FLORI DA PUBLI C SERVI CE COVWM SSI ON

000944




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

M5. HELTON: | think that's sonmething that M.
Moyl e and Fl ori da Power and Light need to attenpt to
work out. That is certainly what our rule directs
parties to do with respect to confidential information.

MR MOYLE: We will work it out. Thanks.

CHAIRVAN BRISE: Al right. Thank you. Ckay.
Are there any other matters, M. Lawson, that we need to
have addressed at this tine?

MR LAWSON: Just one minor rem nder. W have
not hing el se, but just a remnder. Sone critical dates:
Hearing transcripts will be released on the 14th of this
nmont h, August 14th; briefs will be due August 19th; the
staff recomendation will be com ng on Septenber 19t h;
and, of course, we are scheduled for a special agenda on
this matter in this docket on Cctober 1st, 2013.

Anyt hing el se, gentlenen? And | believe that
is all staff has.

CHAl RVAN BRI SE:  Ckay. Thank you very mnuch
I think we have conme to the conclusion of this hearing.
We thank everyone for their participation in ensuring
that this was an efficient process today, and we | ook
forward to continuing to work with you on this and many
ot her dockets. Wth that, we stand adj our ned.

MR, ANDERSON: Thank you, Chairnman and

Conmi ssi oners.
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CHAI RVAN BRI SE:  Thank you.

(The hearing concluded at 5:47 p.m)
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