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ORDER GRANTING FLORIDA POWER & LIGHT COMPANY'S 
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STAFF'S AUDIT REPORT. EXHIBIT FR-I TO 

THE PRE-FILED JOINT TESTIMONY OF 


LYNN FISHER AND DAVID RICH 

(DOCUMENT NO. 06931-10) 


On July 14,2010, Florida Power & Light Company (FPL) filed a request for confidential 
treatment of staffs audit report on project management (Document No. 05781-10). 
Subsequently, staff filed the audit report as an exhibit to the pre-filed joint testimony of Lynn 
Fisher and David Rich (Document No. 05924-10). On August 2,2010, Order No. PSC-1O-0482
PCO-EI was issued setting a Confidentiality Evidentiary Hearing for August 20, 2010, to 
consider confidentiality requests for all testimony and hearing exhibits that are to be used during 
the Nuclear Cost Recovery Hearing (main hearing). Pursuant to that Order, staff filed its list of 
issues to be considered at the August 20, 2010 Confidentiality Evidentiary Hearing. Included in 
its list of issues for that hearing was FPL's request for confidential treatment of Commission 
staffs audit report. 

At the August 20, 2010 Confidentiality Evidentiary Hearing, FPL withdrew its original 
request for confidential treatment and at the hearing provided a revised redacted version of the 
staff audit report. The staff audit report with the FPL revised redactions is attached to this Order 
and made a part hereof as Attachment A. Pursuant to its statements at the hearing and by filing 
this revised redacted copy, FPL has withdrawn its prior request for confidential classification and 
this new request has superseded FPL's prior request. FPL presented additional testimony and 
legal explanation at the Confidentiality Evidentiary Hearing to support the revised redaction of 
the staff audit report. FPL stated in affidavit and in testimony that the highlighted information is 
proprietary confidential business information within the meaning of Section 366.093(3), Florida 
Statutes (F.S.). 

FPL stated that the highlighted portions of the audit report contain information that is 
intended to be and is treated by the company as private in that the disclosure of the information 
would cause harm to the ratepayers or the company's business operations, and has not been 
publicly disclosed. According to those affidavits the information includes bids or contractual 
data which if disclosed would violate FPL's contracts with its vendors and would work to the 
detriment of FPL's competitive interests, impair the competitive interests of its vendors and/or 
impair FPL's efforts to enter into contracts on commercially favorable terms. Further, FPL 
explained at the hearing that certain information from an external auditor was contracted for by 
internal auditors. Finally, FPL argued that employee and former employee names should be 
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protected because to reveal the names would affect the ability of FPL to hire and retain certain 
highly-skilled employees. Commission staff withdrew its objections to FPL's revelation of the 
names of former employees after FPL stated that it was withdrawing its confidentiality request 
for all of the Commission staff's audit report regarding Project Management Internal Controls 
and the personnel changes within the Extended Power Uprate organization, except employee and 
former employee names.! 

Based on the affidavits, testimony at the hearing, and explanations by FPL legal staff, I 
find that the redacted information in the attached audit report meets the requirements of Section 
366.093(3), F.S. All prior requests for confidentiality of staff's audit report are superseded by 
FPL's filing of Attachment A and are deemed withdrawn. 

Pursuant to Section 366.093(4), F.S., the information for which confidential classification 
is granted herein shall remain protected from disclosure for a period of 18 months from the date 
of issuance of this Order. At the conclusion of the IS-month period, the confidential information 
will no longer be exempt from Section 119.07(1), F.S., unless FPL or another affected person 
shows, and the Commission finds, that the records continue to contain proprietary confidential 
business information. 

Based on the foregoing, it is 

ORDERED by Commissioner Nathan A. Skop, as Prehearing Officer, that Florida Power 
& Light Company's Request for Confidential Classification of Document No. 06931-10, as 
shown in Attachment A to this Order, is granted. It is further 

ORDERED that the information in Document No. 06931-10 for which confidential 
classification has been granted shall remain protected from disclosure for a period of 18 months 
from the date of issuance of this Order. It is further 

ORDERED that this Order shall be the only notification by the Commission to the parties 
of the date ofdeclassification of the materials discussed herein. 

1 Notwithstanding the FPL testimony and my ruling to maintain the confidentiality of FPL employee (and former 
FPL employee) names, the Prehearing Officer questions whether the confidentiality provisions were intended to 
protect the identity of a witness when the veracity of the witness's sworn testimony to the Commission is called into 
question. 
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By ORDER of Commissioner Nathan A. Skop, as Prehearing Officer, this ...2..3.r:.!;L day of 
August 2010 

NATHAN A. SKOP 
Commissioner and Prehearing Officer 

(SEAL) 

LCB 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by Section 120.569(1), Florida 
Statutes, to notify parties of any administrative hearing or judicial review of Commission orders 
that is available under Sections 120.57 or 120.68, Florida Statutes, as well as the procedures and 
time limits that apply. This notice should not be construed to mean all requests for an 
administrative hearing or judicial review will be granted or result in the relief sought. 

Mediation may be available on a case-by-case basis. If mediation is conducted, it does 
not affect a substantially interested person's right to a hearing. 

Any party adversely affected by this order, which is preliminary, procedural or 
intermediate in nature, may request: (1) reconsideration within 10 days pursuant to Rule 25
22.0376, Florida Administrative Code; or (2) judicial review by the Florida Supreme Court, in 
the case of an electric, gas or telephone utility, or the First District Court of Appeal, in the case 
of a water or wastewater utility. A motion for reconsideration shall be filed with the Office of 
Commission Clerk, in the form prescribed by Rule 25-22.0376, Florida Administrative Code. 
Judicial review of a preliminary, procedural or intermediate ruling or order is available ifreview 
of the final action will not provide an adequate remedy. Such review may be requested from the 
appropriate court, as described above, pursuant to Rule 9.100, Florida Rules of Appellate 
Procedure. 
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1.0 Executive Summary 

1.1 I')m'posc ami Objectives 

At the request of the Florida Public Service Commission's Division of Economic 
Regulation,. the Performance Analysis Section of the Office of Auditing and Performance 
Analysis conducted this review. This is the third annual review in an ongoing oversight program 
to examine the adequacy of project management and internal controls employed in the 
company's uprate and new construction efforts. The time frame covered by this report is January 
2009 to June 2010. 

FPSC audit staff's previous reports were published in August 2008 and July 2009, 
entitled RtNiew ofFlorida Power (1Jui Light's Project Management Internal Controls far Nuclear 
Plant Uprate and Construction Projects. Each is available electronically: 

• http://wy;w.floridapsc.com/publicationslpdflelecmcgaslFPLNuclear2008.pdf 
~ j;lttp:/lwww.florid!."!psc.comlpublicationslpdf/electricgaslFPLNuclear2009.pdf. 

The focus of Ibis report is on providing an update of events OCCurrillg in the past year. 
For additional historical information, the reader is referred to the 2008 and 2009 editiol1.'l of this 
report 

FPSC audit staff reexamined the organizations, processes, and controls used by Florida 
Power Light Company ( FPL, the company) to execute the Extended Power Uprates (EPU) of 
St. Lucie Units 1 & 2 and Turkey Point Units 3&4, and the construction of Turkey Point Units 
6&7. 

Every audit or review undeJ.1aken by the Performance Analysis Section has four general 
objecti ves: 

~ 	 Evaluation of company management to determine how efficiently resources are being 
used and that adequate control policies and procedures are in place, 

• 	 Identifying areas to improve managerial or operational practices, 
• 	 Evaluating company performance, and 
~ 	 Enilancing public and Commission understanding and knowledge of company 

operations through reporting accuracy. 

An additional core objective of the 2010 Review ofFlorida Power and Light Compa11)"s 
Project Manogement Internal Controls for Nuclear Plant Uprate and Construction Projects is to 
document key developments and organization changes while reassessing management processes, 
internal controls. and oversight mechanisms currently in place. The information provided in this 
report may be used by the Division of Economic Regulation staff to assist in an assessment of 
the reasonableness of the FPL project cost-recovery requests. 

EXECUTIVE SUMMARY 

http://wy;w.floridapsc.com/publicationslpdflelecmcgaslFPLNuclear2008.pdf
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1.2 Scope 

The internal controls assessed were related to the following key areas ofproject activity: 

<> Planning 

~ Management and Organization 

.. Cost and Schedule Controls 

<I'- Contractor Selection and Management 

• Auditing and Quality Assurance 

Internal controls are the vital mechanisms used by the company to stay within budget and 
on schedule. According to the Institute of Internal Auditors' Standards for the Professional 
Practice ofInternal Auditing, appropriate imemal controls allow the organization to: 

• Produce accurate and reliable data 
• Comply with applicable laws and regulations 

.. Safeguard assets 

.. Employ resources efficiently 

• Accomplish goals and objectives 

Well-constructed internal controls assist with the challenges of risk management and 
decision making. Risks must be identified and appropriate protections established to prevent, 
mitigate, or eliminate them. Prudent decision making results from orderly, well-defined 
processes that address known risks, needs, and capabilities. Adherence to written procedures, 
effective communication, vigilant internal and contractor oversight, as well as ongoing auditing 
and quality assurance efforts are essential to ensure that project costs are prudently incurred. 

Specifically, according to the Internal Control Integrated Framework designed by the 
Committee of Sponsoring Organizations of the Treadway Commission, an internal control 
should consist of five interrelated components. The components are: 

<> Control environmeIrt 
(> Risk assessment 
;) Control activities 
<Co Information and communication 
<> Monitoring 

The synergy and linkage among these components forms an integrated system which 
reacts to changing conditions. The internal control system must be intertwined with the entity's 
operating activities. When looking at the effectiveness and efficiency of operations, the 
reliability of financial reporting and compliance with applicable laws and regulations, all five 
components must be present and fUIlCtion effectively to conclude that internal operational 
controls are effective. This report will assess the adequacy ofeach ofthese five components for 
FPL project management. 

EXECUTIVE SUMMARY 2 
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t.3 Methodolf)g~ ~ 

Plalllling and research for this review were performed in January and February 2010. 
Data collection, site visits and interviews, analysis and repOit writing were conducted in March 
through May 2010. The information compiled in this report was gathered via company 
responses to FPSC audit staff document requests, a visit to the Turkey Point site, and interviews 
with key project personnel. FPSC andit staff also reviewed testimony. discovery and other 
filings in Docket Nos. 090009-EI and 100009-EI. 

A large volume of information was collected and analyzed. Specific information 
collected from FPL included the following categories: 

• Policies and procedures 

" Organizational charts 

'" Requests for proposals 

• Contractor bids and proposals 

.. Bid evaluation analyses 

.. Contracts 

.. Project scope analysis studies by FPL and consultants 

• Internal and extemal audit and investigation reports 

1.4 Conclusions 

1.4.1 Turkey Point 6&7 Project Events and Developments 
FPL remains committed to bringing two new APIOOO nuclear reactor generating plants 

into service. However, since FPSC audit staff's previous report, FPL has made significant 
changes to the estimated in-service dates for Turkey Point 6&7. The original dates were 2018 
and 2020, respectively. FPL now estimates the units will come on line in 2022 and 2023. 

FPL has also significantly changed cost projections, estimating increases of up to $989.6 
million. The company now estimates the total, in-service cost for Turkey Point 6&7 to be in a 
wide range from $12.9 billion to $18.7 billion. 

The company is in the licensing phase and expects licensing efforts to continue as its 
primary focus through 2011. FPL hes chosen to separate the licensing and preparation phases of 
the project. FPL believes current economic and regulatory uncertainties make expenditures 
beyond those associated with completion of licensing to be unwise and premature at this time. 
FPL believes this approach provides the greatest ability to control costs, mitigate risk, and ensure 
the eventual, safe, and successful implementation ofTurkey Point 6&7. 

The company did not apply during the Department of Energy's first wave of solicitations 
for federal loan guarantees. FPL believed the program was insufficiently funded with undefined 
costs, benefits, and responsibilities. FPL is monitoring the program and will consider applying if 
future offerings are made by the. Department ofEnergy. 

3 EXECUTIVE SUMMARY 
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The Combined Operating License Application (COLA) was submitted to the Nuclear 
Regulatory Commission in June 2009, three months later than originally planned. FPL chose to 
delay in order to better prepare the applicatinn. To date. FPL has received only lour Requests for 
Additional Information from the NRC, and has timely responded to each. 

FPL has not signed a comprehensive project construction contract and does not expect to 
revisit negotiations for one until at least December 2011. Since January 2009, the largest ClUTent 
project contract, for licensing and post-application support increased $21.6 million. FPL has 
also extended a resolution of its long lead forging reservation agreement until March 2011. 
Eventual cancellation could cause FPL to lose a portion of its $10.8 million reservation fee. 

1.4.2 Conclusions and Recommendations 
FPSC audit staff concludes that, in the near term.. FPL is primarily focused on obtaining 

necessary licenses and permits at local, slllte, and federal levels and answering requests for 
additional information from various agencies. The company has revised cost and schedule 
estimates, in response to market and regulatory conditiollS. As a significant result, long lead 
forgings and the signing of a major construction contract have been deferred. Though far from 
inactive, the preponderance of Turkey Point 6 & 7 project execution still remains over the 
horizon. 

FPSC audit staff bas no reconunendations at this time for the Turkey Point 6&7 project. 
FPSC audit staff will continue to Closely monitor project progress, costs, and controls. 

1.4.3 Exteoded Power Uprnte Project Events and Developments 
EXHIBIT 1 provides a timeline of significant events and the key developments 

impacting the uprate projects during 2009 and 2010. Most of these events ocC1UTed in 2009, with 
some continuing to impact the project into mid-2010. Each key development and the related 
impact to project schedule and cost is discussed in Section 3.1. 

On May 3, 2010 FPL announced a new EPU project non-binding cost estimate range 
between $2.05 billion and $2.30 billion for the 81. Lucie 1&2 and Turkey Point 3&4 uprate 
projects. The estimate is between $255.5 million (14 percent) and $500.5 million (28 percent) 
greater than the need determination estimate. The increase is based on key events encountered 
during 2009, expected increases in LAR engineering costs, expected increases in Engineering, 
Procurement, and Construction (EPC) vendor costs, weighted estimates of project risks, and 
future unidentified project costs to complete the uprates during 2011 and 2012. 

During 2009, FPL's senior management made the decision to replace the EPU 
Management team, Senior management appears to have believed the management team could 
not provide the necessary control of EPC contractor estimates and that more aggressive act10llS 
were required. FPSC audit staff's opinion is that this change was made in part due to 
perfonnance issues. Though FPL disagrees, an investigative report by Concentric Energy 
Advisors. Inc. (Concentric) appears to confinn FPSC audit staff's opinion. 

As part of FPL's efforts to identifY potential efficiencies and improvements in project 
work scope and schedule, a mid-course review was completed, resulting in significant scope 

EXECUTIVE SUMMARY 4 



ORDER NO. PSC-10-0S40-CFO-EI 
DOCKET NO. 100009-EI 
PAGE 12 ATTACHMENT A 

revision and increased project scope changes. An outage optimization review conducted in mid
2009 aligned outage and licensing schedules, eliminating overlapping activities, and 
rescheduling much of the upmte work to longer outages later in the project. 

Signiticant EPU scope, schedule, and budget changes required contract renegotiations to 
reflect new project scope, reducing contract costs by FPL made additional revision to 
its scheduled submission of St. Lucie Unit 2 License Amendment Request from first quarter 
2010 to year end 2010 due to plant technical issues, and could incur million in additional 
costs to submit and support the License Amendment Requests. 

FPL also initiated a third party assessment and budget estimate by High Bridge 
Associates, Inc. (High Bridge), costing for Turkey Point Unit 3 to validate necessary 
work scope, detailed modification estimates, implementation strategies, and provide a close 
range ofcosts. 

lAA Conclusions and Recommendations 
Based on the events and developments described above, FPSC audit staff concludes that 

EPU management was replaced in part due to performance issues. Therefore, FPSC audit staff 
recommends the Commission closely examine associated project costs in a future proceeding. 

EXECUTIVE SUMMARY 
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2.0 New Construction of Turkey Point 6&7 

2.1 Turkey Point 6&7 Key Pmject Developments 

2.1.1 Significant Events 

In-Service Date Delav 
FPL has chosen to d~ter the in-service dates for Turkey Point 6&7. From the original 

projection of 2018 and 2020, respectively, the on line dates have been delayed to 2022 and 2023 
(EXHmIT2). 

TUI"key Point 6&7 
Project Milestones 

l'h:ISI: Ori~in.ll HI:\iscd 
Lleensm 2007 2007 

, Q)mlll~ f-· 2012 2013 
Site Preparation Start 2010 2014 

Complete 2012 2016 
Related Facilities Start 2010 2014 

Q)mplete 20lS/2020 2022/2023 
.Plant Start 2013i'2ois 2016 

Q)mplete 2018/2020 "2022/2023 
Transmission Facilities StBrt : 

Complete I 

2010 
2014 

2014 
2023 

I 

! 

EXHmIT2 Source: Schedule TOR-7, May 1.2010 TestimQ"Y 

In the near term, FPL's concentration on securing necessary licenses or regulatory 
approvals will remain the focus for the remainder of2010 and 2011. FPL denies that schedule 
changes are in any way a result ofFPSC rate case decisions. 

FPL attributes the multi-year delay decision for both reactors to revised expectations 
regarding the licensing process and their impaet on moving ahead with long lead procurement 
and core contracts. In addition, the company believes that insufficient schedule clarity currently 
exists to set a clear path toward major construction activities. 

In·service deferral is not uniform for the two units. Turkey Point 6 is deferred four years 
(2022) and Turkey Point 7 is delayed three years (2023). FPL slates that original in-service 
dates were conservatively framed, assuming two years between units. Company expectations 
now indicate the time between units can be reduced to one year. 

FPL believes in-service deferral comes at a cost. In the company's current estimates, 
final cost is projected to increase as much as $989.6 million (5.8 percent) beyond the original 
need detennination tiling estimate. 

7 NEW CONSTRUCTUTJON 
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Licensing and Preparation Phase Separation 
The original project plan divided the Turkey Point 6&7 project into four phases 

exploratory, licensing, preparation, and construction. Some preparation activities were to 
overlap with the licensing phase. FPL has now decided to distinctly separate the two phases and 
is now focused strictly on licensing efforts. 

The FPL internal project review led to a dedsion to separate the phases. Expenditures 
initiating preparation phase activities were deemed premature. Over $58 million, earmarked for 
Engineering Design and Procurement, that would have been part of an EP or EPC contract, "''lIS 
deferred beyond 20 II. An indication of the cost impact can be seen in the actuallestimated 20 I 0 
spend rate of $5,068,289 and the projected 2011 rate of $4,720,004. Initiation of Preparation 
phase activities is now projected for late 2013 or early 2014. 

COLA Submission 
FPL submitted its Combined Operating License Application, or COLA, to the Nuclear 

Regulatory Commission on June 30, 2009. This date represented a three-month delay over the 
original target date. 

The company chose to delay its COLA submission in order to further refme content, 
stating the decision to delay was based on adherence to its deliberate, stepwise approach to 
project management. Specifically, the slippage was the result of a change in scope, leading to 
inclusion of site-specific geotechnical information for Turkey Point 6&7 that addressed concerns 
similar to those the NRC identified in the Progress Energy Levy COLA review. 

According to FPL managers, the delay helped make the COLA submission more 
comprehensive and, in their opinion, reduced the number, scope, and severity of subsequent 
NRC Requests for Additiollal Information (RAI). To date, FPL has received four RAJ's, an 
exceptionally low number compared to industry norms that often number in the hundreds. FPL 
responded to each RAt FPL states that schedule impact from its decision to delay COLA 
submittal cannot be determined but may reduce the overall schedule because of fewer RAJ's, 

The COLA was docketed by the Nuclear Regulatory Commission on November II, 
2009. The Nuclear Regulatory Commission issued the FPL COLA review schedule in late May 
2010. This schedule proposes issuance of a final Environmental Impact Statement in October 
2012 and a Final Safety Evaluation Report in December 2012. 

The CU1Tent estimate for completion by the Nuclear Regulatory Commission is 
approximately 30 months. Another 12 months are allocated for mandatory fmal hearings. That 
brings the total review to an estimated 42 months, slightly longer than the current industry 
average of 41 months. Adhering to the estimate, FPL's COLA review for Turkey Point 6&7 
should be completed in either the late 2013 or early 2014. 

FPL recognizes that there may be further delays in the COLA process because the NRC 
is currently reviewing several other applications. Seven of those currently under review are also 
based on the AP 1000 design. Four have in-service dates prior to FPL. 

NF:W CONSTRUCTION 8 
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Expenditures increased approximately $5 million for COLA preparation in 2010, a direct 
result of FPL choosing to address issues cited by the NRC in other applications rather than wait 
to do so through the RAI process. Bechtel COLA-prep contract change orders drove 2010 
spending beyond original estimates. According to FPL, this is essentially money moved forward 
from future projections and is not expected to have any impact on overall project cost. 

Construction Contract Deferred 
FPL has not reached a decision on v.ilether to contract with only an Engineering, 

Procurement and Construction contract or with separate contractors for the EP and C portions of 
the project. The company states that it feels no pressure to enter into either type of mega
contract given the recently adjusted in-service dates for Turkey Point 6&7. 

FPL recognizes the uncertainty associated with signing either type of contract later rather 
than sooner. Costs for materials and capital are known today but diffieult to predict in the future. 
Demand for skilled manpower may be high when FPL is ready to sign a contract. For now, FPL 
believes a wait-and-see posture best serves company interests and does not expect to revisit 
negotiations for a contract until at least the end of20ll. 

FPL does not believe there are negative schedule or cost impacts from deferring a 
decision on selection of a contract type (EPC or EP & C). The deferred in-service dates allow 
FPL to study which type win be a better fit, provide more benefit, contain less risk, control costs, 
and offer the greatest value fbr expenditures. 

Withdrawal of the Limited Work Authorization (LWA) 
FPL included a Limited Work Authorization application with its June 2009 COLA. An 

approved LWA would have allowed certain preparatory construction activities in advance of 
approval and issuance of the combined operating license for full construction and operation. 

However, factors caused FPL to ehange its mind about the value ofan LWA. First. the 
NRC informed petitioners that it could not review L WA and COLA requests concurrently. FPL 
analyses also revealed n smaller window of opportunity than had previously been wlticipnted 
regarding completion of L W A construction activities. As a result, FPL management no longer 
believed an L WA retained sufficient value or leveraged enough schedule advantage to proceed. 
FPL also did not want to accept risk of possible COLA review delays caused by a separate LW A 
approval process. In a November 2009 white paper entitled "Decision to Withdraw Limited 
Work Authorization Request," FPL memorialized its rationale for terminating the LWA. It was 
withdrawn later that month. 

Obtaining Other Regulatory ApprovlJls 
.FPL is seeking an Environmental Resource Permit from the Army Corps of Engineers 

(ACOE). The ACOE is the federal agency with jurisdiction over wetlands likely impacted by 
Turkey Point 6&7 construction and supporting infrastmcture. The Army Corps ofEngineers will 
utilize the Environmental Impact Statement developed by the NRC in the COLA process as its 
record of decision. Therefore, the timeline for review and approval of an Environmental 
Resource Permit is estimated to follow issuance of the final Environmental Impact Statement by 
about 6 months. 

9 NEW CONSTRUCTUTrON 
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FPL proposes using some existing transmission right-of-way witlrin Miami-Dade County. 
Two areas represent potential challenges. FPL wants to swap right-of-way owned in the western 
part of the county for lam! east of Everglades National Park.. Although Federal legislation in 
2009 directed the exchange, required reviews are currently um!erway. FPL expects to complete 
this swap sometime before the end of2010. Environmental issues and the interests of multiple 
federal and state agencies will affect the ultimate approval of this segment. 

At the state level, FPL continues work 011 its Site Certification Application. Submitted in 
June 2009, the Florida Electrical Power Plant Siting Aet establishes a 15-month period for a 
decision. Interest by multiple state agency stakeholders resulted in a large number of inquiries. 
FPL is continuing to respond to questions from the Florida Department of Environmental 
Pro'tection to support a determination of completeness. Such a determination culminates in the 
Project Analysis Report and scheduling of land use hearings, anticipated in early 2011. 

Land use hearings lead into the Site Certification Application Hearing expected in 
June/July 2011. FPL believes its application to be complete and comprehensive, that it will 
move through the review without major delay. A decision by the Florida Power Plant Siting 
Board is expected in late 2011. 

Included in FPL's June 2009 SCA submission were provisions for new transmission lines 
to in'terconnect and integrate Turkey Point 6&1 into FPL's system and the bulk electric system. 
FPL states that it cannot meet the FPSC need determination to reliably interconnect or comply 
with mandatory reliability standards without approval for each of these lines: 

9 	 Two 500kV lines between the proposed Clear Sky substation on the Turkey Point site 
and the existing Levee site substation in northwest Miami-Dade County. 

• 	 A 230kV line between the proposed Clear Sky substation and the existing Penosuco 
substation in northern Miami-Dade county, 

.. A 230kV line between the proposed Clear Sky substation and the eKisting Turkey 
Point substation (all within FPL property), am! 

.. 	 A 230kV line cO.lUlecting the proposed Clear Sky substation to the existing Davis 
substation in southeast Miami·Dade County and the existing substation in downtown 
Miami. 

Une routing bas been investigated for the past two years, with input from local 
governments and agencies as well as FPL customers and non-customern located along the routes. 
A key FPL proposal before the Mlami...Dade County Board of County Commissioners was 
adopted in late April 2010. This proposal supports temporary infrastructure (roadway) 
improvements, some using existing transmission corridors. 

Also at the local level, FPL is focusing efforts on cooling water, transmission rights-of
way. and infrastructure issues. FPL's current cooling water plan relies on reclaimed wastewater 
from Miami-Dade County as the primary source. An agreement 011 reclaimed water must be 
reached with the county for implementation. Radial collector wells at the site would provide a 
secondary source, drawing from Biscayne Bay. The backup supply does not require II similar 
agreement but does require approval within the Site Certification Application process. 
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Potential challenges exist for the water sources. Commercial and environmental 
permitting issues remain for reclaimed water and its pre-treatment. Use of this water may lead to 
regional usage concerns and questions about contaminants. Radial well technology is relatively 
new and expected to generate close scrutiny. And the considerable interest for all water-related 
issues in South Florida may lead to more extensive regulatory review and/or modeling studies. 

Schedule turbulence in 2010 and 2011 is possible at all levels requiring regulatory 
approval, but largely outside FPL control. To preclude delays, the company states that it is 
closely coordinating with nil agencies, communicating regularly, timely responding to Requests 
for Additional Information, and making applications complete. 

Long Lead Equipment Forging Reservation Agreement Deferred 
A Forging Reservation Agreement between FPL and Westinghouse Corporation was 

signed in 2008. 11ris agreement reserved manufacturing capacity for specialized, ultra-heavy 
forgings required by the AP1000. The original agreement between the companies included a 
reservation fee of$10.8 million from FPL and had an expiration date in December 2009. 

Before the original expiration date, the parties agreed 10 a six-month extension without 
changes or costs. Changing the tennination date from December 2009 to June 2010 allowed 
FPL to complete project schedule reviews in early 201O. 

An FPL white paper written in March 2010 I stated the project schedule reviews provided 
clarity of two factors influencing long lead forgings. First, FPL decided not to initiate a 
construction contract in the near term. Further, changing conditions have reduced worldVli.de 
rnro:ket demand for such specialized manufacturing capability. 

Given those considerations, FPL and Westinghouse agreed to another extension of the 
long lead fbrging reservation agreement. The latest change preserves the original terms and 
specifications, but extends expiration to March 201 L 

FPL recognizes that keeping the agreement intact is in its best interest, preserving 
flexibility and cost while holding the FPL place in line. It also recognizes risk tbat at some point 
the reservation agreement may be dissolved instead of extended. Terms specify a refund of the 
reservation fee, less 15 percent for administrative costs, if Westinghouse can remarket the 
manufacturing slot. The amount if Westinghouse is unable to remarket the slot is not specified. 
In that case, FPL could lose a greater portion of its reservation fee. 

DOE Loan GU3rl1ntee Application Deferred 
FPL states that the company had two reasons not to submit Ii Department of Energy 

(WE) Loan Guarantee Program application during the first solicitation. Initially, the federal 
government allocated II, relatively small amount ($18 billion) for what FPL believed might be a 
large number of applicants. FPL also considered the Loan Guarantee program largely undefIned 
regarding participants' co~t. benefits derived, or loan structure. FPL states that the application 
deadline may have required the company to rush through its technology selection process. 

I ~Decisi{)n to Wend Forging Reservallon Agreemertt". exhibit 805-16, May 3, 2010 lestimOQY. 
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Still. FPL is monitoring the first wave of DOE loan guarantees. The company believes 
this will result in more clarity about costs, benefits, and structure. Should additional fbnds be 
made available !lnd another solicitation occurs, the company wiU consider application. 

The decision not to join the first wave of applicants had no impact on the original FPL 
timetable and did not contribute to the deferral of in-service dates. There will be a fee due to the 
federal government for guaranteeing any loan. This fee should be offset by lower interest rates 
and costs offered by lenders who helieve a government guarantee lowers their risk. 

Organizational Changes 
Overall, project organization remains unchanged. There are two principal organizations, 

Project Development and New Nuclear Projects, each led by a vice-president. They are jointly 
responsible for coordinated, integrated project execution. The Vice-President, New Nuclear, is 
responsible for NRC licensing, project engineering, and construction. The Vice-President, 
Project Development, is responsible for all other aspects of project development, iocluding site 
certification, local zoning, public relations, and FPSC regulatory issues. 

Some key personnel changes hnve occurred, however. The vice-president of New 
Nuclear Projects retired early in the second quarter of 2010. Leveraging expertise, project 
familiarity and experience with the Bechtel contract, the Director of Nuclenr Licensing assumed 
the responsibilities of the vice-president, New Nuclear Projects. Some New Nuclear personnel 
have also temporarily been reassigned to the uprate project as a result of the schedule shift. 
According to FPL, this will help control New Nuclear project costs. FPL plans to bring these 
personnel back to the New Nuclear Project when the project transitions to construction. 

2.1.2 Turkey Point 6&7 Project Cost Estimates 
It is important to revisit how FPL arrived at current project cost estimates. The original 

FPL detexmination of need cited a cost range from S12.1 billion to S17.8 billion. This total is 
divided into four categories .. site selection, pre-construction, construction, and Allowance for 
Funds Used During Construction (AFUDC). Original FPL estimates are shown in EXHIBIT 3: 

Turkey Point (l&7 
20U7 Determination of :\'c('d Cost ~~stimates 

l.HCl.:'ll) Lm\ IIlgh 

'-Prc-cQns;;:.::.7=tru?:=CI=i()::!n'-
Con&tnIction 

____--l_____--;;i;$4';65.ooo
$ 149 000000 

,000~f__---

AFUDC 53461,000 000 $5,160 000 000 
TOTAL SI2,O&3,000,000 $17757000000 

EXlUBIT3 TOR-!. Section 81]). Mtry J. 2010 T~sll"'ony 

Current FPL project cost estimates appear below, in EXHmIT 4. The all-in cost of 
bringing Turkey Point 6&7 online is now predicted to be $12.9 billion to $18.7 billion, with the 
likelihood that it will be in the upper end of the range. 
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Turkey Point 6&7 

Currcnt Total III-Sen ice Cost Estimates 


( al~~{l!'\ ttl" lIi~h 

$2)7,331,895 
$8,98&,395 000 
$3,641,949,106 

SJ2,854,294,.I!>6 
EXHIBIT 4 TOR-2. Secti"" 8(/), May 3, 2010 Testimm,y 

Turkey Point 6&7 site selection is complete. Actual expenditures were 24 percent lower 
than originally predicted. 

Current low and high end estimates for pre-construction are 53.2 pel'Cent and 47.3 
percent lower than the estimates contained in the original FPL need determination. Most is not 
actual savings, however. The lIUIjority of costs are simply deterred from pre-construction to 
construction due to the separation of the project's licensing and preparation phases. 

Moving pre-const:ruction costs to construction resulted in that phase having the largest 
change in estimated cost, from nearly $840 million more on the low end, to as much as $1.04 
billion in additional costs fur the high end estimate. The low and high are up 10.3 percent and 
8.6 percent respectively from the original filing. 

In the company's most recent estimate, project flllfli cost is expected to increase $771.3 
million (6.4 percent higher than the low end estimate) to as much as $989.6 minion (5.6 percem, 
higher than the high end estimate) compared to the original need detennination filing. 

2.1.3 Project Feasibility Analysis 
Project feasibility analysis is conducted annually for the Turkey Point 6&7 project and 

results are presented to FPL executive management. The analysis consists of multiple scenarios, 
varying conditions and asswnplions to determine feasibility white providing an additional 
element of accountability control and project oversight Each annual study uses updated fuel 
cost forecasts, envirollDlental forecasts, capital cost estimates, and sunk costs. 

FPL states that the analytical methodologies and approaches used in the 2010 leasibility 
study are nearly identical to those of the 2007 need determination and in the 2008 and 2009 
analyses. However, some assumptions used in the 2010 analysis changed from previous years, 
including 

~ Changes to the Turkey Point Unit 6&7 in-service dates, 

'" A prediction of lower future natural gas prices, and 

.. Less consumer demand beginning in 2015 and extending through 2040. 


The company states that regardless of the changes to critical assumptions, the 2010 
feasibility analysis predicts the project remalns cost effective in each of seven base case 
scenarios for fuel and environmental compliance costs. The company states that this year's 
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study supports continuation of PTN 6&7 project, and that the project remains feasible, viable, 
and oOers substantial benefit over any non-nuclear alternatives. 

2.2 TllrI"c) Point 6&7 .·rojcct Controls and 0\ crsight 

FPL believes that Turkey Point 6&7 controls and oversight are adequate and responsive 
for moving the project forward. Subject matter expertise is in place. providing information, 
project oversight and fISCal accountability. 

The company states that the project controls and oversight staff observed in prior years 
remain in place with subject matter experts and team members focused on moving Turkey Point 
6&7 forward. FPL managers state thai the primary project controls are: 

.. Budgeting and reporting process, 
• Schedule and activity reporting processes, 

<> Contract management process, and 

" Internal and external oversight processes. 


The internal and external oversight processes consist of: 

• Executive management, 

'" Subordinate managers, 

~ Subject matter experts (SME), 

-.> Mutually reinforcing schedules and cost controls, and 

• Regular updates on risk, cost, and schedule. 

Project Controls group provides management with regular reports detailing schedule, 
budget, costs, vendor performance and risks. Primavera 3 remains the principal scheduling 
software, capable ofmonitoring and updating functions. 11 can sort data and produce customized 
management and status reports. 

Project Managers, Technical Representatives, and Quality Assurance personnel monitor 
vendor pertormance, ensuring task completion is timely and within budget. FPL Integrated 
Supply Chain (ISC) sourcing specialists and contract managers closely monitor contract changes 
and contractor performance. Schedule and cost anomalies are reported to management These 
reports assist management to identify and prioritize risks, develop remedies, and to implement 
solutions. 

2.2.1 Changes to Project Controls 
FPL made some changes to project controls since the 2009 FPSC staff audit report. 

Among these are development and use of new tools to record and assess risk, or to document 
important project decisions. In an acknowledgment by FPL of the value offered by outside 
assessment, several newly developed tools resulted directly from recommendations contained in 
a project management review conducted by Concentric Energy Advisors. 
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FPL now uses memoranda or "white papers" to memorialize and explain key decisions 
for the Turkey Point 6&7 project. FPL believes memoranda convey important control 
characteristics to the project going forward. Each memorandum is a record of the current 
thought processcs and decision architecture at the time ofdecision. Each provides a significantly 
higher level of real-time and historical documentation for decisions. And, management states 
that these documents furnish higher transparency regarding project management. 

2.2.2 Cbanges to Risk Management 
FPL developed a High Level Risk Summary in 2009 to record an assessment of project 

risks over time. The report is used to provide detail on the probability of OCC1IJ'reIlce for each 
risk and a separate analysis of the impact to project implementation. cost, and schedule. FPL 
believes that this report establishes ownership, provides greater detail, and is reviewed mOTe 
frequently than previous risk summaries. 

2.2.3 Changes to Management Oversight 
The company states that it engaged in a diverse effort during the past year to improve 

management oversight processes. These actions included: 

.. Updating of Process Control Guidelines, 
• Mandatory training on expense reporting, local disbursement, and payroll practices, 
4l> Improving the Monthly Cost Report and Management Meeting processes, and 
• Thorough review of team reports and updating of team instructions/forms. 

2.2.4 Audits 
There are no internal or external audits in progress at this time. FPL has none planned for 

the balance of2010. A schedule for 2011 bas yet to be developed. However, FPL states that it 
believes auditing and quality assessment play an integral role in keeping projects on time, costs 
on target, and management attuned to project tempo. The company states that it uses a 
comprehensive set of audit activities to monitor, assess, and dOCUlllent Pl.'Oject activities and that 
such internal control reviews and financial audits support prudency determination. 

'Three audits or reviews conducted during the past year are ofspecial interest: 

.. A sub-tier audit of Bechtel Power Company, 
• An audit ofproject expenditures by Jefferson Wells International. Inc, and 
• A process and controls review by Concentric Energy Advisors, Inc. 

'The Bechtel audit began in February 2009, with audit :fmdings issued in June 2009. The 
audit examined sub-tier vendors whose expenditures exceeded $100,000. The period covered 

discovered . 

•Jefferson Wells Audit 
The Jefferson Wells audit focused on the propriety of project expenditures from January 

through December 2009. The purpose was to detemrine if expenditures were project related, had 
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been charged properly, and in accordance with existing controls. 
employee expense reporls and third 

onthc 

Concentric: Project Controls Review 
The review by Concetrtric Energy Advisors provided FPL with feedback on company 

efforts to develop the new deployment schedule, FPL's process to evaluate and revise project 
cost eStimates, benchmarking cost estimates against those of similar new U.S. construction, and 
an assessment of the feasibility analysis. Concentric concluded that processes to revise project 
schedule and cost estimates are reasonable and produce appropriate results. Con1rols remain 
effective and largely unchanged. Concentric also concluded that FPL's feasibility analysis is a 
reasonable approaeh to evaluating project costs. 

At the conclusion of the review, Concentric made t2. specific observations addressing 
possible changes or improvements. Concetrtric _tes that FPL adequately responded to each 
observation, adopting four and keeping three more 1JI'lder consideration for implementation. 
Changes adopted by FPL include using memoranda to memorialize key decisions, establishing 
witness points for manufacturing 1ICtivities, creating spreadsheets to track pending invoice 
credits, and improving the transparency of invoice review and approval processes. 

FPL believes three others are adequately addressed by existing company practices or 
procedures. A recommendation for updating Project Instructions annually was adopted, but 
modified to bienniall:y. Finally, FPL considers the recommendation to develop a workforce 
contingency protocol a matte.- for future planning. when the project pace increases and moves 
nearer to actual construction. 

One Concentric recommendation not adopted by FPL is noteworthy, that of an annual 
review to ensure Bechtel is billing in accordance with the terms and conditions of the contract. 
Concentric believed this to be particulBrly important regarding Bechtel subcontractors. FPSC 
audit ~ agrees that accumte, concise, and timely billing is particularly key regarding 
subcontractors. This is an issue that FPSC audit staff believes should be reconsidered for 
implementation as the project moves to the construction phase, with significant acceletated pace 
and scope. 

FPL does not believe an annual Bechtel review is necessary but retains the option to 
conduct one if future conditiom warrant. The company is confident that existing contract 
management and controls personnel are already providing a sufficiently high level of scrutiny 10 
contracts, contractors, their subcontractors, and every invoice received for payment. FPSC audit 
staff agrees that, at the present state of the project, biennial reviews are sufficient. However, 
FPSC audit staff believes that an annual review of Bechtel and subcontractor billing bas merit 
and should be reconsidered for implementation by FPL as the project moves to construction. 
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2.2.5 Quality Assurance 
The organization and goals remain unchanged. Quality Assurance (QA) and it's 

fundamental operating refurence. the Quality Assurance Oversight Plan, exist to hold vendors 
accountable for process and product quality. QA is budgeted and directed by New Nuclear 
Projects, with procedures IIlld process control exercised by Nuclear Assurance. Independence is 
maintained by the QA program manager reporting directly to the Director ofNuclear Assurance. 

FPL project management is aware of the importance of such assessments and as a result 
focuses attention on it. Initiatives since April 2009 include: 

• 	 Oversight ofvendors' on-site activities 
+ 	 Contractor procedure review 
• 	 Development of new QA programs 
• 	 Reviewing NNP project procedures 

During oversight observations of vendor activity, QA aSliessed vendor compliance with 
contract terms and conditions as well as with FPL procedures. No areas of non-oompliaru:e were 
discovered. 

QA also undertook a self-assessment to insure compliance with NRC regulations and to 
determine whether FPL bad vulnerabilities simiJar to those the NRC identified during audits of 
other utilities' new nuclear applications.2 This FPL QA review concluded that some 
vulnerability existed. Violations from other nuclear projects seen by FPL as potentially relevant 
to the Turkey Point 6&1 project included: 

• 	 Failure to control and identifY procedures developed and impJemented under the QA 
Program for the COLA, (FPL believed this partially applicable), 

• 	 Failure to include instructions for notifying appropriate levels of management if a 
condition adverse to quality is identified, (partiaDyapplicable), and 

+ 	 Procedures did not include.records retention requirements (applicable). 

As a result. QA Program plan QI-2-NNP-Ol - "Quality ASS'IR'lUICe during lire Pre
Construetion Phase of the PTN 6&7 Nrrw Nuclear Project" - was revised, staffed. and 
distributed. A need to improve training regarding 10CFR21 was also identified. This ttaining 
has been developed, scheduled, and is ongoing. 

2 NRC Inspection 0:5.200012/2009201 .t. 0'20001312009201 filml tIIc South Te:KlIS Project, Mmh 2, 2009; NRC 
Inspection 052000251200~20! It. 0520002612009-201 from 1he Southern N\relear Operating Co.• April 16. 2009. 
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1.3 Tllri-;.c) Point 6&; Contmct (hcr,it!ht allli .'\lanaU;CIlll'1l1 

There have been no revisions to the New Nuclear Projects contractor oversight and 
IIlIIIl&gement plan since April 2009. However, there were changes to existing contracts as well 
as new contracts signed during the last year. These arc discussed in more detail below. 
However, the key story during the last year is deferment of contracts originally expected to be 
either already in place by now or to be exercised in the near future. 

Delays anticipated for in-service dates for Turkey Point 6&7 have created a significant 
shift in changes to existing conuacts or the signing of new ones. In 2009, FPL decided that 
expendit:ures toward the preliminary design, procurement, and construction plahning steps 
coD.'UIined significant risk of being inefficient or premature. The company decided to defer such 
activities until the licensing process is further along and believes this strategy provides additional 
risk: control. 

••FP.L.lwi.,madeiiione warranty claim against the contractor, .~.~~ 
• for nonconformance and in December 2009 
that hundteds of pages of the were missing from the _ 
FPL began an investigll1i,on to detennme the circumstances. Subsequently, FPL iss~ a=m claim agai&t _ in January 2010. In accordance with contract provisions for 
_ _ _ warranted that its work would meet high standan:ls of care, skill, 
and diligenee, in keepinf with industry standards and expected levels of professional 
competence. FPL expects to absorb all costs and expenses associated with preparation 
and filing ofthe correction. FPL allowed _ to continue work because a full resolution is 
expected by mid-20l O. 

Bechtel bas the primary contract for COLA and Site Certification Application preparation 
and $UppOrt while specialty contrlK:t engineering companies support the Anny Corps of 
Engineers permit and othel: permit applications. WestinghouselShaw win provide support to 
FPL IIlld Bechtel in review ofthe COLA. 

2.3.1 Contracts Exeeuted or Modified 
From January 2009 through April 20 I 0, FPL initiated 65 new contracts or change orders. 

Most arc relatively low in value. particularly when compared to the overall project cost 
estimates. Combined. these contracts and change orders represent less than 1 percent of the 
estimated total project expendit:ures. 

Forty-six (71 percent) of the contracts are valued below $500,000. Twelve change orders 
(IS percent) had no monetary value at all, either COlTecting administrative errors or adjusting 
terms and conditions oforiginal contracts or an earlier change order. 

FPL executed 11 contracts or change orders greater than $250,000 (EXIDBIT 5). Four 
have Val~S - 'BVZ Power Partners than $1 million Bechtel Power I 
Nuclear Go1de.r Associates and Environmental Consulting and 
Tecboology Totals reflect the original contIact plus all subsequent change order 
increases. 
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The Bechtel contract is cmrently the largest by a wide margin. The Bechtel contract Is 
nearly __ than the sum ofall other contracts greater than $250,000 
to ___Competitively bid and signed in 2007, the original Bechtel contract now has 
20 change orders. All change orders are documented by single or predetermined source 
justifications. Change orders from January 2009 through April 2010 added and, 
without further extension. the contract will expire in late 2011. Three of the change orders are 
valued at mote than 51 million (EXHIBIT 6). 

FPSC audit staff reviewed all change orders for adherence to FPL internal controls, 
processes, and content. Particular scrutiny was given to those change orders valued over $1 
million. FPSC audit staff found no anomalies and is satisfic:d that all change orders were 
necessary for COLA and SCA preparation and support, and -that they do not result from poor 
performance or errors by either party. FPSC audit staffbases this on the close inspection ofthe 
change orders as well as the extremely low number ofRequests for Additional Information FPL 
has received from the NRC. 

19 NEW CONSTRUCTUTION 



ORDER NO. PSC-l 0-0540-CFO-EI 
DOCKET NO.1 00009-EI 
PAGE2? ATTACHMENT A 

2.3.2 Changes to Contract Management 
Changes to FPL contract managemem in 2009 were evolutionary. FPL refined existing 

controls and procedures rather than creating new ones. Contract managers assert t.bat any 
invoicing anomalies are quickly discerned under the present system of review. Every invoice is 
scrutinized by at least two reviewers u it moves through the payment processing system. 
Monthly. every invoice received during the month is reviewed against prevailing labor rates, 
hours are tallied by sub-job, and all travel expenses are reviewed for cost appropriateness, project 
applicability, and required justifications. FPL &tates it retains the option of a wholesale audit of 
Bechtel in the future, auditing as needed instead of according to a specified time interval. 
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3.0 Extended Power Uprate 

J.I E:xtellded Power l:prate KI.·~ Project Dc\CilllJlllcnh 

FPL characterizes the status of the Extended Power Uprate (EPU) projects as in the early 
stages of the Engineering Design Modification Phase, with the License Amendment Request 
(LAR) analyses nearing completion. Most long lead equipment is ordered and expected to be 
delivered to support the Implementation Phase, with the exception of possible scope changes. 
FPL is currently refining the project scope and budget, as significant events during 2009 have 
modified the project implementation activities. 

In early 2009, Bechtel had begun staffing for engineering, procurement, and construction 
activities. Bechtel began completing the Project Integration Plan and engineering design 
modification work packages necessary to implement the St. Lucie and Turkey Point uprates. 
Bechtel also began developing procedures to guide the engineering, procurement, and 
construction activities ofthe uprate. 

In April 2009, FPL encountered plant-related technical issues impacting its LAR 
schedule, causing EPU management to extend the submittals to the second quarter 2010. Later 
in 2009, FPL revised the expected submittal date to fourth quarter 2010. This cbange resulted 
from the need for additional engineering and analysis to meet NRC requirements within the LAR 
submittal. 

In May 2009, Bechtel submitted its estimated project man-hour forc:cast to FPL for the 
uprate projects. Bechtel furecast man~hours to complete the project compared to a 
previous estimate of man-hours. As a result of the large difference in estimates from 
Bechtel, EPU Management asked Becbtel to provide additional estimates in June 2009, 
including a best-caselworse-case estimate, and including revised outa~ windows with possible 
scope reductions. 

These events led original EPU Management to begin a mid-course review of the project 
work scope, design modifications, and estimated schedule and costs. As FPL continued detailed 
LAR engineering, it became apparent that FPL should re-evaluate the scheduling of its planned 
outages, project scope, resources, and budget. 

In early July 2009, FPL Group senior management made a decision to replace the 
original EPU project senior management. FPL Group senior management wanted new EPU 
senior management to reassess the project scope. challenge the EPC contractor estimates, 
consider alternative EPC vendors for at least a portion of the work, and engage third party 
support to assist in advancing the completion of project cost estimates. FPL's Chief Nuclear 
Officer announced the EPU senior management change on July 15. 2009, along with other 
nuclear fleet organizational changes. The new EPU senior mllllllgement team began in August 
2009, and soon thereafter. an EPU organizational structure change was announced. 
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All a result of the events described above, FPL modified its EPU outage schedules to 
reflect necessary changes in the License Amendment Request schedule, address project technical 
challenges, and minimize the oV1:l'iap of scheduled unit outages under the previous schedule. 
Eight Key Project Developments impacted the Sf. Lucie and Turkey Point EPU projects during 
2009 into 2010. These Key Project Developments discussed below include: 

• New uprate project nonbinding cost range estimate 
• Replacement ofEPU management and re.structure 
• Mid-course review 
• Outage optimization review 
• Scope changes and contract renegotiations 
• Schedule changes to the License Amendment Request 
• Third party assessment and Turkey Point budget estimate 
• Three new significant risks identified in 2010 

3.1.1 New Uprate Projeet Non-binding Cost Estimate 
FPL states 1hat the completion of the St. Lucie Unit 1 LAR, and the work being done on 

the remaining LAR submittals in 2010, allowed FPL to identify project modifications necessary 
for the project and to quantify known project risks. FPL considers the project to be in the early 
stoge of design engineering, and notes that an uncertainty of project scope and total costs 
remains. As FPL continues to complete fmal design engineering, regulatoxy licensing reviews, 
and constroct1on planning, the company will receive additional certainty to more accurately 
forecast total EPU project costs. 

FPL now believes that a range of costs, rather than a single cost estimate, is the best way 
to forecast the project costs. The original non-binding cost estimate provided in FPL's need 
determination filing in September 2007 was $1,798 million. This figure was based on 
preliminary reasibility and scoping studies performed by FPL during that time frame. 

EXHIBIT 7 shows the estimated Construction and AFUDC & Carrying Charges from 
the September 2007 need determination filing. Generally, uprate projects have no site selection 
and pre-construction costs included because the wol'k is completed on existing plant facllities at 
existing company locations. 
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TOTAL $1 79 000,000 

EXHIBIT 7 TOR-1. SltC110'J 8(/), Wit"".. .It'"""'. MayJ.20/O Testimony 

The 2010 fPL estimated range of costs for the St. Lucie and Turkey Point uprates is 
shown in EXHIBIT 8. FPL suggests that this range of costs is now a better method to examine 
the estimated project costs due to the cum:nt uncertainties cOnWned in the project scope, budget, 
and schedule. 
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Based on the current estimate nmge, the low total cost estimate is $255.5 million (14 
percent) greater than the need detennination estimate. The high total cost estimate is $500.5 
million (28 percent) greater than the need detennination filing estimate. 

FPL attributes the differences in the original project need estimate and the current 
forecast range to increased costs for expected LAR submittal and defense, as well as increased 
EPC vendor costs expected due to scope additions identified through the review of 
implemerrtation modifications. 

FPL believes additional EPC costs are expected due to the complexity of completing the 
modification implementation work for the uprates. These costs will be necessary to support 
work to secoodary plant floor elevations and existing plant structures, necessary to carry the 
heavier equipment and modifieations installed during the EPU. 

FPL explained that limited work space and equipment staging costs will increase, in 
conjunction with the plant refueling activities during the outage, and the complexity of 
modifying numerous pieces of equipment. Ufting and moving replacement equipment to be 
installed takes a rigging plan., equipment staging, and heavy lift devices, to accomplish the 
scheduled work. These project costs also increase as new scope and activities are added to the 
project. 

The company stated that performing work safely in an operating plant requires that 
federal, state, and loca1 regulations are followed. Schedule integmtion, directing when and 
where heavy eqUipment cranes and other devices will be used, and where equipment will be 
staged to support work activities are important costly activities. Costs associated with training, 
instructing, monitoring and overseeing work forees alSo figure into project cost increases when 
plant change modification scope is increased. 

FPL believes these and other project activities not yet identified will further increase the 
range of costs to complete the uprates by year end 2012. Currently, FPL estimates the high end 
ofthe cost range to be $2,300 million. 

In May 2010. FPL witness Jones anoounced in his testimony that FPL will produce 
betvreen 399MW and 463MW from the St. Lucie and Turkey Point uprates. FPL's current 
estimate is that a total of 450MW will be produced by the uprated units. The original FPL 
estimate provided during the need detennination proceeding was for a total of 208MW from 
Turkey Point Units 3&4 and 206MW from St. Lucie Units 1&2, for a total of414MW from the 
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uprates. The newly estimated difference in generation represents an additional 36MW, of 
generation, or 8.7 percent more MW than initially specified in the need hearing. 

FPL also completed its annual EPU project feasibility analysis. Using the new 450MW 
production level, rather than the best case production level of 463MW, and the high end of the 
new non-binding projcct cost range ($2,300 million) FPL concluded that the EPU project 
continues to remain cost-effective. FPL projected the EPU nuclear uprates to be cost-effective in 
all 7 of7 base case scenarios used to assess the project feasibility. 

3.1.2 EPU Management RepJacement and Restructure 
In 2009, FPL changed EPU project management teams and re-structured the EPU projecf 

organization. The new EPU project management team was tasked with more aggressive 
management of the EPC Contractor, and the new EPU project organization was structured to de
centralize much of the project support responsibilities to the on-site EPU teams. 

Rem~val of EPU Senior Management Team 
In July 2009, FPL senior management changed EPU project management teams. The 

significance of this event is that FPL senior management believed the original team was not 
petfol1Uing as expected. Senior management believed that a change in EPU management was 
necessary to ensure the project quality and forecasted costs were not compromised. FPL senior 
management noted J; 

Both previously assigned VP level managers were no longel' involved in the EPU 
project because FPL Group senior management decided that changes to these 
leadership positions would enhance FPL's ability to bring the EPU projects to 
successful completion, promote effective succession planning and talent 
utilization, and improve the quality and timeliness offorecasted project costs. 

According to FPL, the original management team had not been aggressive in keeping cost 
estimates from the EPC Contractor under conn'oJ. FPL senior management stated that the 
original £PU project team was not able to accomplish this. FPL senior management further 
noted: 

One of the biggest drivers of the decision was FPL Group senior management's 
identification during the second quarter of 2009 of the need to more aggressively 
explore and implement ways to test, validate and report cost estimate infonnation 
such as that which the company had been receiving from its Engineering, 
Procurement and Construction ("EPC") contractor for the uprates project, Bechtel 
Power Corporation. PPL Group senior management believed that the newly 
assigned EPU senior management team was bettcr suited to carry out this task. 

FPL senior management stated that Bechtel's estimates for additional staffing to 
complete scheduled outage work had not been challenged aggressively enough by the original 

J FPi.. reipollse to staffdalarequest DR-S.9. 
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EPU management tearn during late 2008 and continuing into 2009. FPL senior management 
stated: 

One of the specific business challenges was that during late 2008 and continuing 
into 2009, FPL had been receiving Bechtel submissions that proposed 
substantially more staffing to perform the uprate work than Bechtel had 
previously estimated. The company wanted more aggressive actions taken to 
robustly challenge Bechtel's proposals, and to detennine whether Bechtel's 
proposed staffmg and resuhing costs were reasonable. 

Examples of the types of actions that FPL Group senior management wanted new 
EPU senior project management to implement included: reassessing project 
scope, challenging Bechtel's estimates, considering alternative EPC vendors for at 
least a portion of the work, and engaging third party support to assist the new 
management team in advancing the project cost estimates. 

The FPL senior management statements above indicate that EPU management 
performance was questioned during the period from late 2008, when the EPC Contractor was 
approved, through the removal of the original EPU management team in July 2009. During this 
time frame, Bechtel had mobilized staffing to the project and was in the process of completing 
initial deliverables of the St. Lucie and Turkey Point EPC contracts. 

In lhe period January through May, Bechtel began conceptual engineering of plant 
modification packages for the St. Lucie and Turkey Point initial outages. In May 2009, Bechtel 
submitted a man-hour estimate for the projects to EPU management. lbis estimate was 700,000 
man-hours greater than expected by FPL and the company began examining reasons for the 
estimated increases, as well as potential strategies for attacking the increases. EPU management 
asked Bechtel to reconsider the estimate, identifY potential efficiencies to reduce costs, and 
submit a new estimate in June 2009. 

FPSC audit staff believes that FPL senior management identified performance issues 
within the EPU management team that may have allowed Bechtel-related costs to rise 
unnecessarily. The fhllure of EPU management to adequately question and manage those costs 
was cited as one of the reasons FPL senior management changed the EPU management team in 
July 2009. Since May 2009 the following key EPU management changes were made: 

• Vice President Power Upr<rtes transferred to Nuclear Projects and later retired 
~ Vice President EPU-lmplementatton resigned for performance issues 
.. TUTkey Point Site Director was terminated fOT performance issues 
~ Director of EPU Projects resigned 
;I> EPU Project Control Supervisor transferred to Nuclear Projects and later resigned 

FPL later completed efforts including the mid-course review, outage optimization, 
renegotirnion of contracts" changing of LAR submittal dates, and hiring a third-party consultant 
to evaluate the Turkey Point Unit 3 project and develop a detailed cost estimate with 
recommended modifications. FPSC audit staff believes that some portion of these efforts to 
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correct the St Lucie and Turkey Point upmte project schedule and budget were the resu.lts of the 
EPU management poor performance. 

However, FPSC audit staff believes some of FPL's efforts could have been part of the 
iterative process of project evaluation, due to the natural progression of designing and 
implementing a complex project such as the four uprates. Based on the events and developments 
described above, FPSC audit staff concludes that EPU management was replaced in part due to 
performance issues. Therefore, FPSC audit staff recommends the Commission closely examine 
associated project costs in a future proceeding. 

Actions orN_ EPU Senior Management Team 
AJ; discussed above, FPL senior management identified specific types of actions it 

expected from EPU project management. FPL Group senior management expected EPU project 
management to reassess project scope, challenge Bechtel estimates, consider alternative EPC 
vendOIli for a portion of the worlc, and engage third party support to assist in adv!lllCing project 
cost estimates. 

In August 2009, the new EPU senior management team began operation and soon 
announced a new organizational structure for the EPU project. The new team later completed 
the outage optimization review, modified the licensing submittal schedule. and hired a third· 
party consultant to evaluate the project scope and budget for Turlcey Point Unit 3 in December. 
These efforts are discussed further in sections 3.1.3 through 3.1.8. 

A new BPU organizational structure implemented in August 2009 further moved 
resporun"bllities for project implementation to each of the sites. The EPU organization continues 
to be headed by the VP Nuclear Power Uprates. The Controls Director, Implementation Owner· 
South. Nuclear Cost Recovery Interface Manager, Licensing and Regulatory Interface, and 
Implementation Owner-Midwest report directly to the VP Nuclear Power Uprates. The Quality 
AssUI!lllCe function reports on a dotted line basis to the VP Nuclear Power Uprates. 

The new Implementation Owner-South position provides direction to the Turkey Point 
and St. Lucie EPU Site Directors. 11le EPU Director position at Juno Beach was no longer 
required, and those responsibilities were transferred to the Implementation Owners. The EPU 
Modification Director position at Juno Beach was also no longer required, and th().~ 
responsibilities were tnmsferred to the individual EPU Site Directors, who have a modification 
Engineering Manager and organization reporting to them. 

A dedicated Project Controls organization established at each site reports directly to the 
Controls Di:cector at Juno Beach, and has dotted line responsibility to the Site Director. Day-to
day implementation of EPU project controls activities occurs at the individual site. level, with 
consolidated monthly reporting and oversight being completed at the Juno Beach level. The 
current EPU organizational structure reduced the size of the core team at the Juno Beach 
corporate offices, while the majority of the EPU Project organization is now functioning at the 
respective sites. 
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3.1.3 Mid-Course Review 
In mid 2009, FPL lIDdertook a mid-course review to reassess the scope, schedule, and 

costs for the EPU projects. EPU management stated that the mid-course review reduced or 
eliminated significant work scope and identified additional cases where increased scope changes 
were necessuy. A sUIIllIIal'y of some items considered, and scope changes made at each plant 
site, as a result ofthe mid-course review are discussed below. 

Turkey Point 3&4 
The mid-course review tested the information previously received through scoping 

reviews, engineering studies, and system assessments conducted i~ the 2007-200l! time frame. 
FPL began to look at possible ways to reduce project costs and implement efficiencies when the 
EPC Contractor costs were forecast beyond the milestone amounts stipulated in the contract, and 
numerous other technical challenges arose within the project. 

Examples of the Turkey Point 3&4 scope changes due to the mid-course review include 
decisions regarding the condensate pump and steam generator feedwater pump. Original EPU 
scope included replacing the condensate pumps and motors, and maintaining an installed spare 
condensate pump selection. The original scope also included the replacement of the steam 
generator feedwater pumps. The mid-course review examined four options, and recommended 
installing three new condensate pumps and using the existing stearn generator feedwater pumps. 

The original EPU scoping study called for the replacement of all feedwater heaters (1-6) 
at each unit. During the mid-course review, the decision was re-evaluated and FPL determined 
there was no need to replace feedwater heaters 1-4. Therefore, only the number 5 and number 6 
feedwater heaters were scheduled to be replaced. 

Revised recommendations were made to retain the four feedwater heaters, develop and 
perform pre-EPU inspections to confirm the material condition of feedwater heaters, and confirm 
that no modifications are required prior to the EPU. In addition, the recommendation included 
developing post-EPU inspection plans for each feedwater heater, developing trend data, and 
implementing digital upgrades to the entire feedwater heater level control system. 

The initial EPU scope fur spent fuel pool cooling was to install a temporary cooliog 
system for each unit during the installation of new heat exchangers for both units. The mid
course review and evaluation identified that smaller supplemental heat exchangers could be 
installed without interrupting the normal cooling system operation. FPL will retain the current 
spent fuel pool heat exchanger and install a small supplemental heat exchanger, eliminating the 
need for the temporary cooling system additions. 

Other mndifications removed from the Turkey Point EPU scope, as a result of the mid
course review, are the main generator exciter rewind being done as a risk management issue and 
recommended to be deleted from EPU scope, and the stearn dump to condenser valves 
recommendation to retain the existing condenser steam dump valves. 

The removal of these scope items from the Turkey Point EPU project significantly 
reduced some costs. However, during the mid-course review perind other modifications and 
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scope changes were identified that offset some or all of the savings from the changes described 
above. EPU management states that as the modification work packages are completed, in late 
2011 the project's final scope, budget,. and schedule will be further refined. However, based on 
the changes identified to date, the anticipated project risks, and the remaining work to be 
completed, FPL has established a new uprate project non-binding cost estimate range for the 
total EPU project, approximately 14 percent to 28 percent higher than the original need 
determination estimate for the project. 

St. Lucie 1&2 
As with Turkey Point Units 3&4, major scope elements of St. Lucie Units 1 &2 were 

evaluated during the mid-course review. Several key seeping changes were identified including 
an exciter refurbish/rewind in the original EPU scope review. During the mid-course review, 
FPL determined through closer evaluation that the exciter it,self does not require modification to 
handle increased excitation at uprate conditions. Therefore, the exciter was deleted from the 
EPUscope. 

The original EPU scoping study for the number 5 feedwater heaters at SI. Lucie 
recommended replacing the feedwater heaters including the relief valves and vent stacks. The 
original scoping study concluded that under EPU operating conditions the heaters would not 
provide the recommended ten percent margin above the design pressure. Replacement feedwater 
heaters would be designed to EPU conditions to provide the required margin. The EPU scoping 
study recommended a detailed review of the feedwater heaters at EPU conditions by the FPL 
vendor contracted for the review of the St Lucie Unit 1&2 number 5 feedwater heaters at EPU 
conditions. The recommendation of the study was to modify certain equipment rather than 
replacing the feedwater heaters as originally planned. 

FPL's plan to replace all existing pneumatic level control systems with a digital level 
control system at the SI. Lucie Units was reconsidered during the mid-course review. As a 
result, FPL deteonined that the modification of all pneumatic controls was not required to 
support EPU operating conditions. Therefore, the accepted recommendation was to limit EPU 
scope to those controls associated with a heater or moisture separator rcheater being replaced, 
rather than replacing all existing pneumatic level control systems. 

During the mid-course review FPL also re-evaluated the original decision to install a new 
section to the existing switchgear and rewind or replace the condensate pump motor. FPL 
detennined that the pump re-powering is not required for EPU. FPL concluded that the 
modification corrects an llXisting design deficiency and removed the modification from the EPU 
scope. The pump re-powering 'work will be completed under plant maintenance. 

Additional modifications removed from the St. Lucie EPU scope as a result of the mid
course review included the circulating water pump refurbishment which was determined to be a 
maintenance item, condenser material upgrades and repairs were removed from EPU and placed 
into plant budget, and the condensate pump rotating element replacement for Unit 1 was 
determined to be acceptable for EPU operation. 
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The removal of these scope items from the St Lucie EPU project significantly reduced 
some costs. However, dUring the mid-course review period other modifications and scope 
changes were identified that will ofli;et some of the savings from the changes described above. 

3.1.4 Outage Optimization Review 
In early August 2009, FPL directed Bechtel to provide a preliminary scope list of Project 

Change Modifications for the first outage of Turkey Point Unit 3. Bechtel was requested to 
develop a resource-loaded engineering schedule and estimated cost for each of the 18 listed 
modifications for the outage, FPL EPU management also directed Bechtel to revise the project 
work plan to reflect a new outage optimization scenario of short and long outages (35 days and 
88 days) to level engineering activities and modify the existing outage schedule. 

FPL explained that the purpose of the outage optimization scenario was to better align the 
outage schedule with anticipated changes in the LAR licensing schedule, and to reduce potential 
oulllge overlaps hetween the St Lucie and Tmkey Point schedules. FPL noted that the existing 
evenly-staged 55-day to 65-day outage events included overlapping work activities for some of 
the )'lCheduled outages. This presented engineering, manpower, and other challenges, FPL 
realized that the existing outage schedule would need to be replaced with one including shorter 
initial outages followed by longer subsequent outages. FPL states that the outage optimization 
review eliminated overlaps of the previous schedule, allowed some work planned for the first 
outage to be moved to the second. and will allow FPL to complete EPU projects within the 
original established schedule time frame of2012. 

In the event that work or equipment delays are experienced with either short or long 
ontages, FPL could move fina1 work into a third outage ifnecessazy. Although the potential risk 
ofa third outage existed even with the original outage schedule, such action would delay the full 
benefits of the uprate until at least the next outage cycle in 2013 or 2014, If EPU work is 
extended to a third outage. FPSe audit staff believes project costs will certainly increase. 

3.1.5 Scope Changes and Contract Renegotiations 
During 2009. the need for more detailed LAR engineering, the mid-course review. and 

the outage optimization review helped FPL further revise and refine the uprate project scope. 
schedule, and budget. These efforts also necessitated that FPL renegotiate certain contracts with 
vendors due to scope reductions, modifications, and additions, 

During the period May 2009 through February 2010, FPI. made between 250 to 300 
contract revisions to 80 existing contracts' scopes, terms and deliverables. FPL's EPU Contracts 
Group stated that the vast majority of these changes reflected FPL scope refinements. 

FPL states that the greatest impact to long-lead equipment contracts was caused by the 
mid-course review and outage optimi:mtion activities. FPL estimates that the net impact: of the 
renegotiated contracts between May 2009 and February 20 I0 decreased the total amount of EPU 
contracts by approxinunely $893,000. According to FPL, the net 'change to the Turkey Point 
EPU contracts increased approximately $3.2 million, while the net change to the St. Lucie EPU 
contracts decreased by approximately $4.1 miUion. FPL noted that the changes in the contracts 
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for Turkey Point Units 3&4 were as a result of the Mid-course Evaluation and the Outage 
Optimization efforts during 2009. 

3.1.6 License Amendment Request Scbedule Change 
In April 2009, EPU management adjusted its expected License Amendment Request 

submittal dates for the four units to late 2009 through the second quarter 20IO. FPL explained 
that the reason for extending the Turkey Point Units 3&4 dates into 2010 was a 2008 NRC 
policy clumge. which constrained electric utilities from filing more than one application at a time 
with the Commission. FPL noted that this "de-linking" decision required the Alternate Source 
Term LAR submittal to be filed and reviewed independently of the EPU LAR, effectively 
lengthening time frames fur completing the NRC license approval process. An Alternate Source 
Term LAR addresses the licensing basis by adopting an alternative source term radiological 
analysis methodology for a potential Loss ofCoolant Accident as allowed in Title 10 ofthe Code 
ofFederal Regulations. Part SO, Section 50.67. 

As shown in EmmIT 9, FPL planned to file four independent LARs with the NRC 
during the 2009-2010 time frame. The St. Luc.ie Unit 1 EPU LAR was initially scheduled for the 
fourth quarter 2009, followed by Unit 2 in the first quarter of 20IO. FPL had intended to submit 
an Alternate &Jurce Term LAR for Tmkey Point Units 3&4 in the second quarter of 2009, 
followed by an. EPU LAR for both units in the second quarter 2010. As scheduled, FPL filed the 
Tutkey Point Alternate Source Term LAR for Units 3&4 in June 2009. 

Turkey Foint 3&4 
Severai notable events delayed the Turkey Point EPU LAR submittals during 2009, 

requiring a LAR Recovery Plan. In each case" FPL and its contractors identified corrective 
actions necessary to improve results, and recover to meet the established project schedule. 

Weslillgh_ Recm>ery Plan 
The first event involved the Westinghouse containment analysis and long term cooling 

analysis needed to support the EPU LAR for Turkey Point Units 3&4. FPL reports that this 
effort took significantly longer to address than was originally forecast. FPL took steps to 
identify how to reach acceptable results for the EPU LAR over a number of months, using 
tevised inputs and analyses to guide the resolution effort. A Westinghouse Recovery Plan was 
designed, to reforecast the completion of necessary calculations and LAR report sections tmder 
their scope, and FPL updated the project schedule accordingly. The Recovery Plan was followed 
and Westinghouse returned to the new LAR target scl:Iedule. 
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LAR Recoyery Plan 
Later in 2009, a seC{)nd event impacted the LAR schedule for Turkey Point 3&4. In 

some cases, FPL found there was insufficient detailed design information to base an evaluation 
of acceptability under EPU conditions for a nwnber of areas. FPL stated that the nwnber of 
issues requiring management action exceeded the capability of the site team. FPL then assigned 
critical technical leadership staff to the effort and developed action plans for each technical issue. 
These action plans were added to the project schedule, and FPL believes the submittal date for 
the Turkey Point Units 3&4 EPU LAR will be in early to mid July 2010. 

FPL notes that the Turkey Point liccllSing schedule is likely to extend if the NRC does 
not allow FPL to submit the EPU LAR, targeted for June 2010, prior to the NRC approval of the 
Turkey Point Alternate Source Term submittal. FPL would be forced to wait until after the NRC 
rules on the approval for the Alternate Source Term LAR, currently estimated to be completed 
in June. Ifthe NRC delays the approval of the Alternate Source Term LAR, and does not allow 
FPL to submit the EPU LAR as scheduled, the EPU LAR for Turkey Point could be delayed. 

SjR Certllie.atioo Application Condition of C"rtill..tlon 
The third event impacting the Turkey Point 3&4 EPU project was related to conditional 

certification activities for the Site Certification Application. On October 14,2009, the South 
Florida Water Management District adopted the Fifth Supplemental Agreement. III1d closed the 
remaining open C{)ndition of site certification. The agreement includes a requirement for 
additional monitoring wells and a monitoring p1lll1 to begin two yeaIlI prior to III1d after the 
completion of the Unit 3&4 uprales. FPL is currently proceeding with the implementation of the 
groundwater monitoring program and development of the monitoring plan. 

FPL determined that the results of the C{)Oling canal system monitoring plll.l1 at Turkey 
Point are related to current operations. Therefore, funding fur the monitoring plllD is separate 
from the EPU budget and handled through the Environmental Cost RCC{)very Clause. FPL 
believes there are no expected challenges to the Turkey Point 3&4 uprate project schedule or 
costs due to C{)Oling water requirements or conditions. However, FPL notes that on December 
10, 2009 Atlantic Civil, Inc. filed an amended petition for formal hearing on the Fifth 
Supplemental Agreement with the South florida Water Management District. The timing and 
outcome of this proposed hearing are not currently known. ACC{)rding to FPL. the full impacts of 
the notable events described are yet to be detennined. 

St. Lude 1&1 
Two notable events were experienced during 2009 that also delayed the LAR efforts for 

St. Lucie Units 1&2. The first event happened as FPL work progressed for the St Lucie EPU 
LAR. A number of technical iasues arose that were not originally envisioned by FPL. FPL 
states that these issues cballenged their ability to obtain successful results for the LAR, on the 
first attempt, in some cases due to expanding regulatory standards. FPL determined that it could 
not continue to support work product reviews and technical resolutions for both St. Lucie Unit 1 
and St. Lucie Unit 2 EPU LAR projects at the same time. Therefore, FPL temporarily placed 
EPU LAR work at St. Lucie Unit 2 on hold to focus on the Unit I LAR activities. FPL began 
actions to define and schedule resolution steps for known technical issues, refine resource 
estimates, and recruit III1d assign additional qualified resources. 
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During this time, the company examined ways of leveling project schedule resource 
demands to match available resources and minimize schedule impacts. As a result of these 
actions, FPL delayed the 8t. Lucie Unit I EPU LAR submittal date to April 16, 2010 and the St. 
Lucie Unit 2 submittal to October 15,2010. 

The second notable event impacting 8t. Lucie EPU LAR efforts involved plant cooling 
water discharge temperature limits. FPL identified that under post-EPU operation, heated water 
exiting the discharge system would exceed operational heat limits prescribed by the Florida 
Department ofEnvironmental Protection during portions of the summer peak use period. 

This condition would require generation curtailment for portions of the summer peak 
period after the EPU was implemented, unless regulatory revisions were approved. FPL applied 
to the Florida Departrnent of Environmental Protection for a revision to the 8t. Lucie discharge 
temperature limits. FPL states that the requested permit revision meets all Florida water quality 
standards, and would ensure plant curtailmenta would be unlikely after the EPU is completed. 

FPL's decision to slow the 81. Lucie Unit 2 LAR analysis and focus on 8t. Lucie Unit I 
carried additional time and expense to the project. The increase in time was necessary to resolve 
technical challenges, and to perfonn additional scope for the technical issues. FPL has estimated 
that the additional costs to tecbnical challenges for the 8t. Lucie Unit 2 LAR engineering 
effort were between dollars. The estimated cost impact for completing 
additional scope necessary Unit I and Unit 2 LAR technical chaUenges is 
expected to reach between doUars. FPL has included a weighted risk value 
of an additional in its matrix in anticipation of potential delays due to 
NRC review could lead to additional analyses, or modifications. 

Potential legal challenges, or negative monitoring results could cause the South Florida 
Water Management District or the Florida Department of Environmental Protection to order 
additional conditional approval requirements. If this occurs, it is possible that the EPU project 
could experience additional project delays and costs. However, FPL believes that the probability 
of the cooling canal system monitoring plan impacting the EPU remains low. 

NRC LAR Approvals 
FPL believes the 14-month NRC approval schedule for EPU LARs will support the 

currently established EPU implementation dates, although significant challenges are being 
addressed by project management. FPL acknowledged that it is attempting to resolve other 
challenges identified during the LAR process including: 

• 	 Initial EPU analyses showed less operating margin than required for regulatory 
approval, 

• Existing design infonnation was insufficient to justify EPU conditions, 
& Regulatory standards pertaining to spent fuel criticality have been expanded, and 
• 	 The lack of available qualified engineering resources could cauSe future project 

delays. 
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FPL pointed out that the NRC License Amendment Request approval process can take 
longer if Requests for Additional Information (RAls) are not answered in a comprehensive and 
timely manner. FPL has only received a small number of RAls for the initial Turkey Point 
Alternate Source Term LAR, in early 2009. FPL notes that it is trying to respond as rapidly as 
possible to the NRC, but that additional RAIs may be following later, and could possibly impact 
the project schedule and costs. Therefore, FPSC audit staff believes some potential exists for 
project schedule delays and increased costs in 2010 and 2011, as a result of the NRC LAR 
reviews and RAt process. 

3.1.7 Third Party High Bridge Assessment of Turkey Point Unit 3 
In December 2009, FPL contracted High Bridge Associates, Inc. to provide a third-party 

bottom-up estimate of the Turkey Point Unit 3 uprate project. FPL chose an outside estimator 
because of an expectation that a third-party estimate would be significantly more detailed than 
one FPL could complete intemally, and provide a more comprehensive range of costs, project 
risks, implementation strategies, and detailed estimat!:s for recommended modifications. FPL 
noted in its selection of High Bridge that the company's extensive experience examining project 
risks, options, scope, strategies and costs, would produce a finished report whose analysis would 
be integral to project management of the Turkey Point Unit 3 project. FPL also believes that 
analysis, insights, and lessons learned from the High Bridge report will be transferrable to the 
remaining upmte projects. 

In early May 2010, High Bridge briefed FPL on the project and provided its initial draft 
report. The draft report consists of four volumes -- executive summary and explanation of 
methodologies employed, along with three notebooks of modification-by-modification analysis. 
High Bridge had no substantial findings in the draft report. 

After reviewing the draft for accuracy, validation of assumptions, and duplications or 
omissions, FPL asked High Bridge to revise certain portions. Revisions included a fuller, more 
simplified explanation of estimating processes, risk methodology, and risk models designed to 
improve understanding of readers who are not professional estimators or familiar with High 
Bridge analytical methods. 

In June 2010, FPL states that it worked with High Bridge to better understand and 
reconcile differences between the estimates and FPL design specifications. This process was 
intended to assess and improve the accuracy of those estimates. 

That same month, FPL again asked High Bridge to revise the draft, focusing specifically 
on the Turkey Point 3 scope ofwork, common modifications between Unit 3 and Unit 4, the Unit 
3 proportionate shaIe of indirect and distributable costs, and the results of risk analyses for each 
modification. FPL requested these changes to better match the draft to specific Unit 3 scope of 
work and to modifications analyzed in detail by High Bridge. 

Also in June 2010, FPL used detailed portions of the High Bridge draft. in a cost 
reconciliation process with Bechtel. FPL indicates that it used information for nine specific Unit 
3 modifications, for which design engineering was 90 percent complete. FPL was able to 
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identify potential cost savings through this process, attainable if Bechtel executed the plans as 
discussed in the reconCl.1iation process. 

The High Bridge assessment provides insight into additional scope changes, 
modifications, risks, and cost estimates associated with the Turkey Point Unit 3 uprate. FPL 
intends to use the detailed review by High Bridge as validation of the revised Bechtel work 
scope, forecasts, and designs, for the Turkey Point Unit 3 uprate project, and to possibly apply 
this or a similar validation approach to remaining unit uprates. FPL notes that all budgeting for 
the EPU project is currently being reviewed to further refine the uprate project costs. FPL 
indicates that it may request High Bridge to estimate costs for the .remaining uprates at Turkey 
Point and St. Lucie, and that the effort may continue into 2011. 

3.1.8 New Significant Risks Identified in 2010 
In March 2010, FPL identified three new significant risks that represent potential 

scbedule and cost impacts to EPU projects. These three significant risks add a 
total weighted risk value of to the project. These and other project risks are 
followed monthly on FPL's for the Turkey Point Project. The monthly Risk 
Registers track the status of these and otber project-related risks, risk mitigation strategies, and 
progress to date in resolving risks. 

Beehter Additional Stafrmg Request 
In March 2010, Bechtel provided FPL with a request for additional staffing to complete 

the Turkey Point EPU projects totaling FPL responded to Bechtel that it needed 
additional information by March 1 S, 2010 to support the increase. 

Since that time, FPL says that it is reviewing Bechtel's recent trends for supplernenta1. 
cOnstruction staffing for upcoming outages and is aligning current staff with the execution 
strategy. In the interim, FPL has approved several additional COtIstruction staff positions 
necessary to prepare for the upcoming Turkey Point Unit 3 outage. FPL notes that it is 
calculating a fo.ra;ast variance and is considering Bechtel's recent trends before making a final 
decision on the Bechtel reque(!t. 

Pressu.. e Disl:J"epllDCies 
FPL bas found discrepancies between the design pressure used for the Siemens Turbine 

Upgralle aetua1. plant parameters, and estimates that costs to resolve this issue will 
reach Currently, several options are being reviewed including. replacin3 the main 
steam internal valve and the main steam control valve, removal of the flow nozzle, and 
increasing the average coolant temperature. FPL is also evaluating the impacts ofeach option. 

Since March 2010, FPL states that engineering review and analysis bas been completed 
by Shaw and FPL to resolve the discrepancies between the Main Steam Pressure design used for 
the Siemens Turbine. FPL decided to modify plant parameters, by replacing the main steam 
isolation and check valves with valves oflower differential pressure. This modification required 
FPL to change the contract. FPL states it is also removing existing main steam flow nozzles and 
relocating the flow measurement device for eac.h.st.eamiil'lenerator. The increase In project costs 
to resolve these differences is estimated to be. • 
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Start-Up and Testing Stafrmg aDd Support Budget Underfundlng 
In March 2010, EPU management told FPL senior management that the start-up and 

testing staffmg and support , for the St. Lucie and Turkey Point uprate projects bad been 
under-funded by approximately dollars. FPL reviewed the start up staffing plan at 
both sites for accuracy and oonsi~y to more accurately compare costs related start-up and 
testing budgets experienced at other sites. 

According to FPL, it transferred the Turkey Point start-up and testing responsibilities 
from the EPC Contractor to FPL's project staff. and completed the staffing plan and budget in 
the first quarter of 2010. Staffing and budget requirements were based on the proposed 
modification scope identified through the fourth quarter of 2009 and reflected the testing 
required to complete those modifications for Turkey pO.in.t.u.m.·.ts.3.&4... The CUII'ent Tmkey Point 
Start-Up and Testing Staffmg budget is approximately. 

The current St. LJlCie budget for Startup and Testing Staffing was developed, and 
approved by EPU senior management, in the second quarter of 2010. The S1. Lucie EPU 
staffing requiIements and budget were developed based on the proposed modification scope 
identified through the first quarter of2010. These included start-up and testing requirements far 
the identified modifications to implement the EPU modifications at S1. Lucie Units 1 & 2. The 
current St. Lucie EFU Startup and Testing Stafl'mg budget is approximately_. 

Further assessments of tbese issues in the future may increase or decrease the estimated 
costs at risk. Each of these risk$ is an ongoing challenge to the project, and will be followed by 
EPU management through FPL's monthly Risk Registers until resolved. 

EPU Project controls and oversight were described in previous armnal FPSC audit staff 
reports entitled Project Management Controls for Nuclear Plant and Construction Projects 
which were filed as testimony in 2008 and 2009. The uprate project uses a myriad of scheduled 
daily, weeldy, monthly. and ad hoc meetings, conference calls, schedules, reports, executive 
presentations, and teclmical challenge boards, to monitor EPU project schedule and costs, and to 
inform and involve FPL executive IIllIDagement. 

EPU project controls also inelude the Extended Power Uprate Project Instructions 
(EPPIs), as methods and procedures gUidelines for project specific activities. The Nuclear Work 
Process Procedures (NWPPs) are maintoined by Bechtel as engineering, procurement, and 
construction contractor. FPL also maintains an EPU Governance and Oversight Protocol that 
describes the project purpose, scope, direction and management expectations. This document 
was revised in May 2009. 

3.2.1 Cbanges To Controls and Oversight 
FPL made modifications to its EPU project controls and oversight during 2009, to 

improve existing procc::dures and implement new procedures where needed. Some control 
changes were recommended by Concentric Energy Advisors, as a result of its EPU project 
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controls review. The control and oversight modifications completed in 2009, and those currently 
planned for 20 I 0 are discussed below. 

Cbanges to Projeet Controb 
EPU ~ eliminated Weekly VP Conference calls, implemented site specific 

project management controls, made revisions to EPU Project Instructions (EPPIs), and 
implemented the Bechtel EPC Nuclear Work Process Procedures (NWPPs) during 2009. FPL 
explained that the call was redundant to the increased number of ChiefNuclear Officer briefings, 
and was eliminated. In addition, FPL continued to modify its Project Management controls 
during 2009. EXHIBIT 10 shows FPL site level project management controls implemented for 
the St. Lucie and Turkey Point projects. 

1.\.tenti('(ll'm\l'r IJpr;llc 
I'rnjcet \1:t1l.l~(,IlIl'lIt (ol1ll')(~ 

1h:-.,u-tpt!!!l1 t flt..lOllq 
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IJ 

12 

Both 

2 

3 
4 
S 

6 

St. Lucie 

Both 
Both 

Both 

Both 
7 Both .. 
1\ Both 
9 Both 

EXlfiBIT 11 lists the newly added, revised, and deleted EPPls during 2009. As shown 
in the exhibit, four newEPPIs were completed, 11 were revised, and $ix were deleted. 

In addition, Bechtel has an established set ofpolicies and procedures that guide it througb 
the project. These Nuclear Work Process Procedures are required to conform to FPL'1l policies 
and procedun::s, as well as all regulatory requirements for nuclear construction and operation. 
The EPC conlraet specifies that a Project Implementation Plan be developed and presented to 
FPL. Part of the Project Implementation Plan is the establishment of Nuclear Work Process 
Procedures. Be1:mleD July and December 2009, Bechtel and FPL EPU management completed 
the documentation and confonnance of Bechtel NWPPs for the EPU projects. 
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3.2.2 Project Risk 
In September 2009, the EPU Risk Malrix WlIs renamed the EPU Risk Register. 

SisnHicant EPU project risks are identified and added to the project Risk Registers, and reported 
monthly with other monthly monitored project activities and events. The Risk Registers provide 
a summary view of major project risks which are lISsigned potential costs and levels of 
probab11ity. By estimating the weighted costs and the probability of the risk FPL arrives at the 
weighted value of each risk. Mitigation activities and strategies are also developed to resolve the 
risk. As these project risks are mitigated, the overall weighted costs are to be reviewed and 
updated. Once the risk is satisfactorily dealt with it is removed from the Risk Registers. 

Project risks are also updated and vetted in Vendor Integration meetings that include 
vendOts, FPL executive management, and EPU project management representatives. In addition 
to these quarterly meetings, FPL also conducts weekly Ex.ecutive Vice President and Chief 
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Nuclear Officer meetings to update FPL executive management of project risks and mitigation 
strategies to be employed. 

Several FPL actions taken in 2009 were aimed at reducing ris.lc:s associated with the EPU 
project. The LAR licensing submittals, mid-course review, outage optimization, and High 
Bridge bottom-up estimate for Turkey Point Unit 3, were FPL effurts to further modify project 
scope, align the outage schedule with resources, and develop a refmed project scope and budget. 
Thcse activities caused FPL to revieW and reassess previously completcd project work, 
detennine where possible work efficiencies were available,. ood examine more closely the scope 
of each planned oulage for risk. 

As a result of these efforts, FPL identified both efficiencies of reduced work scope and 
necessary additional scope modifications, which will modify schedule and increase project costs. 
FPL believes that as the company continues to move closer to EPU construction, additional risks 
may be identified. An example of these is the three significant risks identified by FPL Project 
Management in March 2010, for the Turkey Point project. These three risks represent 
approximately in additional costs to the Turkey Point EPU project. The potential 
ofunidentified risks, and future project scope modifications, could lead to future increases in the 
FPL range ofestimated costs for implementing the Uprate projects. 

Changes 'ro ManAgement Oversight 
The EPU Project Governance IUld Oversight Protocol, Revision I, documents FPL's 

replacement of the EPU Project Steering Committee with the Vendor Integration Committee 
mentioned above. The Vendor Integration Meeting is used by FPL to review vendor status 
related to the project IUld resolve roadblock issues. 

While the EPU Project Steering Committee met every four to six weeks, the Vendor 
Integration Meeting is held quarterly. Although this would seem to lengthen the time frame 
between executive views of key events, the FPL daily, weekly. and monthly meetings and 
monthly project management reports provide executive management with interim views of 
important events and key project risks. 

FPSC audit staff believes the replacement of the EPU Project Steering Committee with 
the Vendor Integration Committee reduces redundant meetings and allows adequate regularly 
scheduled dally, weekly, and monthly reporting to FPL's Project Management IUld executive 
level management. 

With the EPU organizational changes in July of 2009, FPL established a dedicated 
controls organization reporting to the Controls Director at Juno Beach. The Controls Group was 
organized by FPL in this manner to Standardize project govemlUlcc and ovet!light over project 
controls, and to provide independence from the site implementing organizations. A staff of four 
reporting to the Controls Director in luno Beacb is responsible for cost analysis • .scbeduling, 
support services, and key performance indicator measurement and reporting for the EPU project. 

Day-to-day implementation of EPU project controls activities occurs at the individual 
sites. Each site has an Uprate Cost Engineer who reports directly to the Controls Director, and 
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indirectly to the site level Project Manager and the Project Director. The Uprate Cost Engineer 
tracks costs associated with the uprate and provides input from the site level to monthly project 
reports, including the Monthly Operating Performance Report. 

The Controls Group is generally involved with contractor R=very Plans on the front
end of the process by identifying potential delays or cost overruns. When estimated milestones 
or key cost indicators are not on target, the Controls Group becomes aware of a potential 
problem. EPU Site Directors are responsible for oversight regarding the timely completion of 
Recovery Plan actions. This group attends trending meetings, reviews estimates from scope 
change recommendations, assists the Project Manager and Integrated Supply Chain when 
necessary to verify contract deliverables, and monitors invoice discrepancies 

3.2.3 Audits and Investigations 
FPL conducts an armual audit of the EPU project charges and transactions recorded 

throughout the year. This audit reviews sample financial transactions related to expense reports, 
invoices, and payroll made to the project. FPL bas also used Concentric to perform external 
audits and investigations. 

I.ternal Audits 
FPL's Internal Audit group !;Ompleted the annual audit of EPU project transactions 

through year-end 2008, and presented the audit results in May 2009. In 2009, FPL Internal 
Auwt completed an audit ofEPU transactions through July. and contracted with Jefferson Wells 
to complete the remainder of the audit. FPL's contmct with Jefferson Wells is a three-year 
agreement to complete the armual audits fur the EPU project. 

Jefferson Wells is being used because FPL Internal Audit would not normally audit EPU 
every year. FPL Internal Audit explained that, in the past, findings were few, and risks were 
low. FPL internal audit stains genemlly used to audit high and medium risk conditions. and are 
generally limited by staff'resources. Therefore, FPL decided to outsource the IIIlJllla! auWts to 
more efficiently use limited internal audit staff resources. Jeffurson Wells will aL'IO be 
completing the audits for 2010. 

The 2009 EPU Project audit report indicated very few erroneous transactions, and those 
were not considered by the Jefferson Wells audit team to be of significant impact. The audit 
report noted that all error corrections were appropriately completed by the company during the 
audit. No significant issues were identified by the Jefferson Wells during the audit, or by FPSC 
audit staffduring its review of the report. 

Enenlal Audits 
Annual. reviews of the EPU project controls are completed by Concentric Energy 

Advisors, Inc. These reviews provide Concentric's conclUSions on the adequacy ofEPU project 
controls and provide recommendations for improvements. Concentric's review of EPU controls 
for 2009 was completed in January 2010. Concentric noted that the 2010 work is additive to the 
work completed in 2009 and 2008. Concentric's 2009 observations. regarding the EPU project 
internal controls were provided in FPL's May 3, 2010 t~ny and include the following 
topics: 
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• 	 Ensure that EPU fills key positions in a timely manner. 
• 	 Consider develop a workforce contingency plan for labor shortages that may impact 

the BPU project. 
• 	 Create key decision memoranda to document for decisions with a magnitode of 1% or 

gteater. 

~ Provide additiolllll detail on the monthly budget variance reports. 

• 	 Develop a clear process to ensure BPU Project vendors bill the appropriate regulated 

8IId un-regulated plants. 

Concentric's 2010 recommendations for improved EPU controls include; 

• 	 The initial cost estimate used for EPU budgeting bas likely gone stale and FPL should 
revisit its cost estimate. 

• 	 Further e:ffi:u:t to clearly communicate between project telllIl members is necessary. 
• 	 The BPU team should include additional staffing information in reports to senior 

management. 
.. Further enhancement to procurement procedures should be made in 2010. 
• 	 Lack of experience in QAlQC should be improved by adding an individual with 

design engineering experience. 
• 	 Additional management oversight of the turbine rotor manufacturing may be 

warranted in the future. 

_ Letter Investigation 
On March 15. 2010 Concentric Energy Advisors (Concentric) was retained by FPL's 

Law Department to conduct an independent investigation of an FPL employee complaint Jetter. 
The letter was dated February 19,2010 and sent to Mr. Lewis Hay, FPL Group Cbainnan and 
ChiefExecutive Officer. 'The complaint expressed concerns regarding the following; 

• 	 EPU Project teams could not support updated indicators due to continuing 
baseline reviews and scope additions not previously identified. 

• 	 EPU Senior Management changed the plulosophy of what was to be included in 
project estimates, resulting in no project baseline to measure against performance. 

• 	 Project Managets and engineers were alleged to have not corrected project issues, 
and BPU Senior Management would not accept the poor performance messages 
being sent by Project Controls, 

• 	 BPU Senior Management was slow to respond to changes in cost forecasts and 
concerns aboutthe reliability ofscoping studies. 

.. How the company would report budget information to the FPSC in hearings. 

Concentric's investigation established a chronology of events that examined FPL BPU 
senior management actions since the BPU projects began in 2007 and followed events through 
October 2009. Concentric's account of the timeline is as follows; 

• 	 The original FPL and Shaw scoping stodies provided the basis for FPL's 
decision to proceed with the EPU Projects in 2007. 
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• 	 The EPU senior project management was alerted to the potential for the 
forecast to increase as early as April 2008 through [condition report] CR-2008-ll443. 

• 	 The EPU senior project management reviewed a preliminary, revised forecast for 
PSL as early as December 2008 and a more refined version of this analysis in 
February 2009. 

.. 	 The EPU senior management prepared the July 25, 2009 ESC presentations with the 
intent of providing a detailed, line-by-line review of the changes to the forecast. 

+ 	 As of July 25, 2009, FPL believed the EPU Projects continued to be economic based 
on the revised forecast and projected incremental output. 

II> 	 The VP of Power Uprate was aware of and had assisted in the presentation of a 
revised cost estimate to FPL's executive managers on July 25, 2009. 

Concentric conducted a number of employee interviews and reviewed numerous EPU 
documents to test the complaint concerns expressed. The investigation confrrmed many of the 
concerns. On June 21, 2010 Concerttric provided a final report with its conclusions. Concentric 
concluded the following: 

~ 	 FPL's decision to continue pursuing the EPU Project in 2009 was prudent and was 
expected to be beneficial to FPL's customers; FPL properly considered an updated 
cost estimate in its updated feasibility analysis in July 2009, which reinforced the 
conclusion that significant benefits were expected from the Project. 

.. 	 All ofFPL's expenditures 011 the EPU Project have been prudently incurred. 
• 	 Certain information provided by FPL in the 2009 NCRC was out-of-date and did not 

represent the best information available at the time; FPL is currently taking steps that 
Concentric believes will address this concern for the future. 

• 	 EPU Project management did not consistently follow certain procedures that ~-ere 
intended to govem this project in 2009; in addition, the Project's senior 
management in the first half of 2009 was slow to respond to concerns that were 
raised regarding project ecst estimates; these issues are currently being 
addressed by the senior management team installed in the second half of 2009. 

{> 	 FPL shOUld consider taking certain actions that are discussed in the bndy of this 
report to strengthen the Project Controls organization and to better ensure 
compliance with existing procedures. 

The Concentric investigation also examined the 2009 Nuclear Cost Recovery Clause 
proceedings to evaluate whether information provided to the FPSC during the proceedings was 
"accurate and consistent with the standards expected for testimony before, and submissions made 
to, a regulatory agency". Concentric identified that budget estimate information provided by the 
Vice President Uprates in his May 2009 testimony had changed and the change was not 
disenssed in the hearing. Concentric stated in its report that: 

While that the new analyses confirmed the conclusions 
in Mr. testimony, we believe that a $300 million, or 27%, 
increase in projected cost of the EPU Project should have been 
discussed in the live testimony on September 8, 2009. 
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In an interview with Concentric, FPSC audit staff determined tbat FPL witnesses are 
prepared by their attorneys for potential questions that might be asked mthe bearing, as 
most witnesses are. During the interview, Concentric agreed that Mr. bad participated 
in a line-by-line budget discussion with FPL's Executive Steering Committee in July 2009, and 
therefore, understood that the budget information provided in May 2009 was indeed incorrect by 
the time of the hearing on September 8, 2009. Yet, when asked by FPL attorney Anderson, "If I 
asked you the same questions contained in yuur prefiled direct testimony, would your answers be 
the same?" Mr. answered "Yes, they would be"o 

FPSC audit staffand Concentric agree that Mr. knew the budget estimate was 
being reviewed and likely would cbange. In fact, Concentric states in the investigation 
report: 

On September 9, 2009, the ESC was presented with a newly revised 
forecast that further increased the cost [of] the EPU Projects by 
approximately $104 million total for both sites. This presentation stated 
that approximately 30% ofthe total project costs have "bigh certainty". 

Upon completing its investigation, Concentric provided FPL with fOUT recommendations 
intended to "improve the distribution of information within FPL, the NCRC docJret team and to 
the FL PSC". These recommendations are: 

• 	 Concentric recommends that the process be changed in order to provide timely and 
ongoing information within the NCRC docket team throughout each NCRC review 
cycle. This will help to ensnre that any updated information is fully discussed within 
the NCRC docket team and prevent future concerns related to flow of information to 
the FL PSC. Concentric has been informed that this change has already been 
implemented. 

o 	 Similar to the recommendation above, FPL and the FL PSC staff should revisit the 
issue of irrtraIinter-cycle document production. The ongoing production of a limited 
number of key project documents could enhance the FL PSC staff's understanding 
of the projects and how they are developing on an on-going basis. 

• 	 The NCRC docket team has included and continues to include a number of first time 
witnesses or witnesses with limited experience serving in thill role. As a result, it is 
vitally important that FPL's Law and Regulatory Affairs Departments continue to 
provide explicit instruction and guidance to these individuals. It is out understanding 
that the im,portance of updating one's pre-filed testimony and exhibits is an explicit 
part of the witness training program, which we believe should be conveyed through 
written instructions. 

• 	 As part of our investigation Concentric reviewed the list of invitees to the ESC 
presentations. Noticeably absent from these lists of invitees in 2009 was II 

representative from FPL's Regulatory Affairs and Law Departments. Given the 
importance and scale of the EPU Projects, and the alternative cost recovery treatment 
being afforded to these projects, a relatively senior member of Regulatory Affairs 
Department should attend each future ESC presentation. It is our understanding that 
this change has recently been implemented. 
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Concentric noted in its report that some of these recommendations have been addressed 
by changes made to the EPU Projects since July 2009. However, the recommendations are 
addressing issues raised in the repo.rt and Concentric wants to be sure all the recomm.endations 
are adequately addressed. 

A draft report of the _ Investigation was issued to FPL on April 28, 2009. After 
several meetings and caUs to discuss and refme the draft report, FPL management response 
letters were issued by the Vice Presidcnt Upraies and the Vice President Nuclear-Transition, 
previously the President, Nucleer Division during 2009. A fimlI report including those responses 
was submitted by Concentric on June 21, 2010. FPL has disagreed with some of tile Coneenlrlc 
recommendations provided in the report and the company asserts thai recent procedural changes 
have resolved some issues. 

3.2.4 Quality Assurance 
FPL's Quality Assurance group provides oversight of all safety-related work and mflior 

projects valued greater tIum $100,000 including the St Lucie and Turkey Point EPU projects. 
The FPL Quality ASSU1'II1lce Group has a dedicated staff person assigned to each plant. This staff 
conducts on- site quality surveillance reviews, work inspections, daily quality summaries and 
nuclear oversight reports ofsafety-related work activities. 

Two other staff members are responsible for completing off-site vendor Quality 
Assurance oversight work, including quality reviews of vendor specifications, manu1ilcturing, 
and delivery of safety-related equipment for the EPU project. FPL Quality Assumru:e supports 
the EPU project by conducting off-site reviews of safety-related equipment, vendor 
manu1ilcturing processes. vendor quality control, and vendor manufacturing of equipment to 
required specifications. 

During 2009, Bechtel became responsible for safety and non-safety Quality Control 
related work IISsochlled with contractor/subcontractor work activities while on-site. The Project 
Implementation Plan (PIP) documents the FPUBecbtel Division of Responsibilities for Quality 
Assurance on the EPU projects. 

Section nine of the Project Integration Plan documents the Quality Assurance Program 
Design and implementation work on safety-related Structures, Systems, and Components (SSCs) 
for the EPU Project This is to be performed in accordance with the Bechtel Quality Assursnee 
ProgrlllIl that complies with the requirements of Titie 10 ofthe Code ofFederal Regulations., Part 
50, Appendix B. Bechtel's program is subject to approval by FPL's Quality Assurance Group. 

Activities thai affect safety-related SSCs me beyond the scope of the Bechtel Quality 
Assurance Program and must be perfurmed in accordance with the FPL Quality Assurance 
Program. Bechtel must provide written notification and obtain acceptance from the FPL Project 
Manager and Quality Assurance Manager ifBechtel intends to conduct any IOCFR50, Appendix 
B related work. The Quality Assurance Manager is the focal point for Bechtel QA. 
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3.3 Elll, COllinlct (hcrsight ami i\lana!.!clUcnt 

FPL oversight and lllIIIlIlgBment of EPU contracts is shared between the EPU Contracts 
Group. Project Controls, Technical Representatives at the sites, and the Integrated Supply Chain. 
With the cbanges made to the EPU organization in August 2009, more responsibility is given to 
the sites for day-to-day contract administration and scope change control. 

A Bechtel central Procurement Group is structured to support procurement for the EPU 
Projects at Turkey Point and St. Lucie. Bechtel bas a Site Procurement organization at each site 
for day-to-day procurement activities. Major and long-lead item procurement, contract 
management, and administrative support is provided by the FPL Integrated Supply Chain 
organization, EPU Contracts Group, and Project Controls as required. 

3.3.1 Changes To Existing Contracts 
During 2009, the EPU Contracts Group continued to make revisions for many reasons 

including scope changes, modification of technical specifications or delivery dates, changes to 
terms and conditions, and additional funding. These changes were outgrowths of increased 
detailed LAR engineering, the mid-eourse review, and the outage optimization review. 

These efforts also necessitated that FPL renegotiate certain contracts with vendors due to 
scope reductions, modifications, and additions identified. FPL made changes to the equipment 
procurement contracts to better align the deUvery dates and payment milestones with the 
instaHation dates per the outage optimization plan. 

As noted previously. during the period May 2009 through February 2010. FPL made 250 
to 300 contract revisiOllS to 80 existing contracts scope, terms and deliverables. Excluding 
corporate blanket accOlJllts, the net difference to all EPU c.on.trac..tsJtenegotiated, from May 2009• .• 
through February 2010. was a reduction ofapproximate1y. 

Nuclear Filing Requirements Schedule T-7 filed in this docket, shows there were a total 
of 32 existing contracts greater than $250,0000 (opcmed prior to 2009) with 2009 EPU 
expenditures. These contract eXpenditures totaled 5195.5 miUion. representing approximately 
20.8 percent of the total $942.1 million in estimated[mal contract dollars. 

3.3.2 New Contracts 
During 2009, FPL implemented 20 new EPU services and materials contracts greater 

than $250,000. The total estimated final amount of new contracts WlIS $38.9 million. Eleven of 
the 15 (75 percent) greater than 5250,000 were competitively bid, three (15 percent) were single 
sourced, and two (10 percent) were Original Equipment Manufacturer (OEM). FPSC audit staff 
reviewed the three justillcations' prepared for single source contracts and found them sufficient 
for a third-party to understand FPL's reasoning for single sauteing rather than competitively 
bidding the work. 

Of the 20 new contracts approved during 2009, 12 were greater than $1 million. Eleven 
of the 12 contracts greater than $1 million were bid competitiVely. The single source contract 
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was for Procedure Writing and totaled . These contracts greater than $1 million 
represent $34.6 million (89 percent) of the $38.9 million new contract dollars for 2009. 

EXHIBIT 12 lists the new contracts over $1 million for 2009. The contract number, 
work scope, contract amount, and contract type are shown. 

Competitive 

Competitive 

EXHlBlT12 Scu,a: Schedule T·7 

3.3.3 Changes To Contract Management 
FPL's NAP-420 procedure bas provided guidelines for basic nuclear contract 

development, administration, and oversight. This procedure bas been useful to EPU 
procureinent and eontract administration since the project's inception. In October 2009, FPL 
converted this procedure to the standard fleet platform and cancelled NAP-420. This change 
standardized the procedure for fleet application under AD-AA-lOO-1002 and designated NAP
420 as guideline PR-AA-1ooo for fleet use. 

Contract oversight is the shared responsibility of the EPU Project Site Manager and 
Technical Representatives/Contract Coordinators who administer site services. These functions 
coordinate perfonnance reviews for contractors working on the site. Upon completion of the 
authorized work, the Site Technical Representative/Contract Coordinator is responsible for 
verifying that the contractor has met all obligations and will dete1Illine whether any outstanding 
contract de1iverables exist. Technical Representatives/Contract Coordinators are responsible for 
determining whether billed work is completed satisfactorily and determining the level of 
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approval necessary for payment. The site Teclmical Representatives/Contract Coordinators are 
responsible for closing out the contract once all site work has been completed. Bechtel interfaces 
with both Juno EPU Management and EPU site management to provide contract oversight 
during the project. 

As the Upmte EPC contractor, Bechtel coordinates the work of contractors toward the 
completion of the construction and testing portion of the EPU projects. Bechtel provides 
procedures, perfonnance indicators, and monitoring, for on site contractors. These procedures 
and performance indicators were implemented during 2009. 

3.3.4 EPC Contract Oversight 
FPL and Bechtel are joint managers of the Engineering, Procurement, and Construction 

(EPC) contract for the dumtion of the St. Lucie and Turkey Point Upmte Projects. The FPL and 
Bechtel Project DirectorlManagers resolve any matters relating to the EPC Contracts, or their 
interpretations of the contract. Contract administration is perfonned in accordance with the 
requirements of the Contract terms. The Contract Change Control Process for documenting 
contract scope, schedule, and cost changes, is documented within Appendix A of each EPC 
contract. 

The combined value of the Bechtel EPC contmcts for the St. Lucie and 
uprates is appl'oximate\y $421 million. The total of these two contracts 
of the total _ EPU Project contracts value. The 

eixilpen.di.·tures•• for the individual co~:;trac~ts!are~!!!!!!II!!! • Turkey Point Contract, and 
Contract. From Schedule T -7, the contract 

During 2009, the FPL Contracts Group made two modifications/revisions to the Bechtel 
Turkey Point blanket purchase order. Release 2fRevision 1 increased Bechtel funding by • 

in May 2009. This funding allocated previously authorized blanket order funds 
supporting the ongoing project management and engineering activities for Turkey Point Units 
3&4. Release 2IRevision 2 increased Bechtel funding by dollars in July 2009 for the 
same reason. While these two purchase orders were completed during 2009, the total blanket 
amount of the contracts remains the same. 

As discussed earlier, EPC Contract provisions call for a Project Implementation Plan 
(PIP) to provide direction and guidance for completion of the EPU projects. According to FPL 
the original PIP issued January 12, 2009 was subsequently revised on May 15, 2009 and again on 
October 10,2009. The PIP includes information related to the project including: 

• Scope of work to be completed, 
• BechtellFPL project team organizations and responsibilities, 
• Adminlstrative information, 
• ContmctadniWdstrationandchang~ 
• Information Systems and Technology, 
• Project Controls Organization and Reporting, 
• Quality Assurance Program, 
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• Records Management, 
• Project Process Control:!, 
• Radiation Protection, 
• Condition Reporting, 
• Safety and Security, 
• Project ConlllructioD, 
• Start-Up hnplementatioo. and. 
• NDE Organization and Procedores. 

Project scope changes requested by Bechtel are submitted to the FPL Site Project 
Manager, reviewed and vetted by site :managers and. the Site Director. Approved changes are 
submitted through a Potential Scope Change! Delay Notice (PSCD) document to the Controls 
Group. The Controls Group reviews the PSCD and submits it to EPU Project Management and 
FPL executive management, for review and. approval at appropriate levels. Once the PSCD is 
approved, the change is entered into the schedule and the EPU Contracts Group issues a PO to 
perform the added scope ofapproved work. 

Bechtel completes Monthly Reports out1ining project status, scope changes, schedule 
risks, cost increases, key performance indicators. and roadblocks to progress. These monthly 
reports are reviewed by the EPU project management team and FPL executive management. 
The EPU Controls Group completes monthly project reports that present a comprehensive look 
at the project schedule, budget costs, contractor key reporting indicators. and potential project 
risks for FPL's EPU management team and executive management. 

FPL states that the EPU Site Project Manager, and the Bechtel EPC team protect the 
project from substandard contractor work by monitoring contractor perfonnance, scheduling 
delays, and cost performance. FPL's EPU Site Project MlIDager is to coordinate all contractor 
work completed on the Upran: project with Bechtel's EPC team. Together with the EPC team, 
the Site Project Manager is responsible for reporting potential project risks, delays, or work 
stoppage issues, upward to the EPU Site Director. If project scheduling or budgeting are 
seriously jeopardized by contractor non-perfonnance, the EPU Site Director may .request the 
removal of non-performing contractors and. secure other contractors to perform the scope of 
work. Based on the scope of work and potential seriousness of any future contractor non
performance,. FPL senior management may become involved with the non-performing 
contractor's company, or may choose to replace the contractor. 
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4.0 Conclusions 

.... 1 Tud,cy Point 6&7 

4.1.1 Project Events and Developments 
FPL remains committed to bringing two new APIOoo nuclear reactor gl'lDerating plants 

into service. However, since FPSC audit staff's previoW! report, FPL bas made significant 
changes to the estimated in-service dates for Turkey Point 6&7. The original dales were 2018 
and 2020, respectively. FPL now estimates the units will come on tine in 2022 and 2023. 

FPL has also significantly changed cost projections, estimating increases of up to $989.6 
million. The company now estimates the total, in-service cost for Turkey Point 6&7 to be in a 
wide range from $12.9 billion to $18.7 billion. 

The company is in the licensing phase and ex-peets licensing efforts to continue as its 
primary focW! through 201 L FPL has chosen to separate the licensing and preparatlon phases of 
the project FPL believes current economic and regulatory uncertainties make expenditures 
beyond those associated with completion of licensing to be unwise and premature at this time. 
FPL believes this approach provides the greatest ability to control costs, mitigate risk, and ensure 
the eventual, safe, and snccessful implementation ofTurkey Point 6&,1. 

The company did not apply during the Department of Energy's first wave of solicitations 
for federal loan guarantees. FPL believed the program was insufficiently funded with undefined 
costs, benefits, and responsibilities. FPL is monitoring the program and will consider applying if 
future offerings are made by the Department of Energy. 

The Combined Operating License Application (COLA) was submitted to the Naclear 
Regulatory Commission in June 2009, three months later than originally planned. FPL ohose to 
delay in order to better prepare the application. To date. FPL has received only four Requests for 
Additional Information from !he NRC, and has timely responded to each. 

FPL has not signed a comprehensive project construction contract and does not expect to 
revisit negotiations for one until at least December 2011. Since January 2009, the largest CUIrent 
project contract, for licensing and post-application support increased 521.6 million. FPL has 
also extended a resolution of ill> long lead forging reservation agreement until March 20n. 
Eventual cancellation could cause FPL to lose a portion ofits 510.8 million reservation fee. 

4.1.2 Conclusions and Re£ommendations 
P}>SC audit staff concludes that, in the near term, FPL is primarily focused on obtaining 

necessary licenses and permits at local, state, and federal levels and answering requests for 
additional information from various agencies. The company has revised cost and schedule 
estimates, in reSponse to market and regulatory conditions. As a significant result, long lead 
forgings and the signing of a major construction contract have been deferred. Though far from 
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inactive, the preponderance of Turkey Point 6 & 7 project execution rull remains over the 
horizon. 

FPSC audit staff has no recommendations at this time for the Turkey Point 6&7 project. 
FPSC audit staff will continue to closely moniror project progress, costs, and contmls . 

.4.2 Extended Power t I watc 

4.2.1 Project Events and Developments 
On May 3. 2010 FPL llIUlOUnCed a new EPU project non-binding cost estimate range 

between $2.05 billion and $2.30 billion for the St. Lucie 1&2 and Turkey Point 3&4 uprate 
projects. The estimate is between $255.5 million (I4 percent) and $500.5 million (28 percent) 
greater than the need determination estimate. The increase is based on key events encOlmtered 
during 2009, expected increases in LAR engineering costs, expected increases in Engineering, 
Procurement, and Construction (EPC) vendor costs, weighted estimates of project risks, and 
future unidentified project costs to complete the upTates during 2011 and 2012. 

During 2009, FPL's senior management made the decision to replace the EPU 
Management team. Senior management appears to have believed the management team could 
not provide the necessary control of EPC contractor estimates and that more aggressive actions 
were required. FPSC audit staff's opinion is that this change was made in part due to 
performance issues. Though FPL disagrees, an investigative report by Concentric Energy 
Advisors. inc. (Concentric) appears to confum FPSC audit staff's opinion. 

As part of FPL's efforts to identify potential efficiencies and improve.r:nmts in project 
work scope and schedule, a mid-course review was completed, resulting in significant scope 
revision and increased project $Cope changes. An outage optimization review conducted in mid
2009 aligned outage and licensing schedules, eliminating overlapping activities, and 
rescheduling much of the uprate work to longer outages later in the project. 

Significant EPU scope, schedule, and budget ~required contract renegotiations to 
teflect new project scope, reducing contract costs by _ FPL made additional revision 10 
its scheduled submission of St. Lucie Unit 2 License Amendment Wuest from first quarter 
2010 to year end 2010 due 10 plant technical issues, and could incur in additional 
costs to submit and support the License Amendment Requests. 

FPL also initiated a third budget estimate by High Bridge 
Associates, Inc. (High Bridge), Point Unit 3 to validate necessary 
work scope, detailed modification estilmates,. im]plClneJrtation strategies, and provide a close 
range ofcosts. 

4.2.2 Conclusions and Recommendations 
Based on the events and developments described above. FPSC audit staff concludes that 

EPU management was replaced in part due to performance issues. Therefore, FPSC audit staff 
recommends the Commission closely examine associated project costs in a future proceeding. 

CONCLUSIONS 


