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nctivities within business uiiits that present tlie grcatest risk to mectiiig the 

Coiiilintiy's olijectivcs. 

Wlicii wns the EI'U Project revlcwctl by Iiitcmnl Aiidit'l 

Tlic EPIJ Project \VIIS first rcvicwctl by liitcriinl Aiidil il l  2008, including a 

review of the fiiioiiclnl iepotthig of tlie EPU Projcct niitl ciisiiring flint the 

Coiiipniiy's systeiii of iiiteriinl colitid wns iiiipletiictitetl on nii appropriate 

basis. 

Docs Iiitcrmd Aiidlt iiiveuligate ciiiployce nllcgntloiis niitl co~icer~is? 

Yes, liitciiinl Atitlit iiivcstigntes ciiiployee allegntioiis niid cciiceriis reported to 

oiid iimiagciiieiit's responses are inore ftilly detailetl iii Section 1I.B of Exhibit 

JJR- 1. 

Plcnsc tlcscribc liovv the EPIJ Project procures $OOdS niitl seirlcev for the 

EPU Project. 

Tlie EPU Pioject tenm iiicludcs several et~iyloyces froiii llie Jotegrntetl Siipply 

Cliniii Mncingeiiient ("ISC") orgaoizrtioii \vho are dedicated to the FPL 

prociireiiieiit fuiictioii and arc icslmiisiblc for iiiiyleineiiting scverd corporate 

policies govc~i~iiig the prociiretiierit fiinctioii. FPI, proci~remeiit policies COYI' 
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NNP-001”) that itlciitifics which nuclear division policies 81% applicable to tllc 

PTN G & 7 projec(. 111 adtlitioii, the PTN 6 & 7 Project lins begon to tievelop 

its owii set of project iiistriictions kiiowii RS New Nuclear Project Instriictions 

CNNP-PIS”), A coiiipleto clescriytioii of tliese oversiglit .iiicclianisiiis is 

provided iti Section 1V.B ofExliiblt JJR-1. 

Is t1iePTN G & 7 I’rojcct siibjccl to t’evicw by hitonml Audit? 

Yes. In keeping with tho Compaay’s policy OF erisuriiig overlapping control 

iucclisnisiiis, tlic 1’TN G & 7 Project is subject to review by tlie Company’s 

Internal Antiit organization wliich reports directly to thc IIPL Cifooop Cliairiiiaii 

niid CEO tliroiigli a Vice President of hitems1 Aiitlitiiig. 

WIICII wns the I’TN 6 & 7 Project Inst reviewet1 by Intcrml Audlt? 

Tlic PTN G & 7 project WRY last re\4ewed by Intcrnd Awlit in July 2008. 

During tiiis rcvicw, Iiiteriral Audit tested tlic PTN 6 & 7 Project‘s intemal niid 

financial controls to tiicike cerlain IilRI nppopriatc charges were being billed to 

projcct is widergoiiig n siiiiilar nudit in 2009. All 2008 costs not icvietved 

during !lie prior niidit will bc mvicwcd at tlic timc of this review. 

Does tlic PTN G & 7 Project liiniiitniii wily other proecsscs wbicli provldc 

ndditioiinl ovcrsigbt to the PTN 6 & 7 Project? 
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tlic greatest risk to incetiiig the Companyh objcctivcs. 'I'liesc giiidctiries detail Ilow I~iternnl Audit 
plaiis its d i t s ,  how those audits are coaducted, nnd how the psults of tliuse nuilits are reported to 
the respcctlve biisi~icss illlit dlrcctor and tlte FPL Group Cliairmnii and CEO. Tlie guidclitics also 
nrldress die reqoircd training a n d  cotitiiiiiiog eilumlion for iiitetnnl atiditors and sct foxtli a 
inecliaiiisiii for retaining outside cxpcrtisc wlicli such expertise js tiot available iirtcrnnlly. 

11 a n  nt~iiunl basis, inclodiog iii 2009. The oiigoiiig 2009 iwiew iiiciudcs nnp costs not :v\~icwcd during 
1% Intcriial Audit's 2008 rcvicw. 
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In additim to the procedures and overlmpping processes wed to knpleruent the Conipny’s system 
of internal control and ensure proper CXCCU~~OII of the project, the EPU Project t a m  holds v l r i o u s  
periodic meetings to review the status of the projects. The EPU Project tcnm has reported that the 
following meetings occur on a regular basis. 

On a daily basis, the EPU Project team holds a status a l l  to update the U’U Project 
Akinmgement, review the schedule and address cmcrgent issues. These cnlls include the EPU 
Site Duectors, key EPU Project bhnngers, the EPU Director, and the Vice President in 
charge of the EI’U Projcct. 
On a weekly basis, the project manngement and project controls meets to discuss larger 
rtrntcgy ccncerns and to address emerging issues. 
O n  a bi-weekly basis, the EPU Project team produces a technical presentation for the Chief 
Nuclear Operating OffKer. These prescntations focus on the technical hutdks being f a d  

the EPU Project team and provide the team with an opportunity to tevernge this 
executive’s extensive nudear project experience. 
On an approximately monthly basis, the EPU Project Management provides a status u$te 
to the FPL Group’s senior executive team. These presentations focur on the H’U l’rojcct’r 
schedule and budget performmnce and discuss key strategy issues which require this 

On a monthly basis, lTL and its key vendors meet discuss the project schedule 
On a quarterly basis, IVL meets with key vendors to review the project’s management and 
make certaiu project risks nre identified and nddressed. 

0 

0 

Committee’s input. 
0 

In addition, Concentric reviewed the following p e r i d c  reports thmt were being issued by the EPU 
Project: 

On a dnily basis, each of the sites produces n Daily Status Report which identifies dnily 
activities 
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s 0 1 1  a \veeLIy lmis, tlie EPU Project produces a report entitled “Key Project Indicators,” 
wliich is used to monitor trends in tlic project budget and schedule. Tliis report is used to 
inform the entire I V U  Project team of tlie EPU Project’s performance 
On a tnontlily Iiasis, the EPU Project produces a Budget Variaticc Kcport and Project and 
Contract Deviation report. ’llicse reports arc used to monitor longer-term budget and 
scliedule trends. 

e 

Corrrritfcc Ohwiwtioiis 

Internal Audit’s reviscd goidclincs arc a robust set of instructions Cor ensuring that thc Company’s 
various busincss units arc adhering to tlic Company’s system of internal control a n d  implementing 
tlic Company’s policies. Concentric liad previously noted the need to cnsiirc that tlic remedies 
inipleinented to correct the deficiencies idciitificd by Intctnnl Audit \vcrc apIiropriately re-tested to 
make ccrtain that thcsc dcficiencics \VCI‘C addressed on a going forward basis. Sinularly, Concentric 
noted the need to niaiirtain all appropriate documentation with i i i tanal  audit, including 
maiiagenient’s response and corrective actions. I t  wvould appcar that fliese revised guidelines will 
address Concentric’s rcconinicnda tion. 

Concentric also notes the upcoming prudence reviews bcforc the I‘I’SC would be facilitated by the 
use of Y<ey Decision Mcmoixnda” which include a discussion of the information that was known at 
tlic timc of tlie key project decisions (i,e,, wliere the magnitude of the decision is above 1% of the 
project costs), what decision w~ls made and tlie basis for that decision. ‘Iliis proccss would allow the 
EPU Project and third parties to review past decisions Inox  easily and to understand both tlie 
strategy and tradc-offs that werc considered at tlie time of the decision. 

C. Budgeting a n d  Cost Estimating Processes 

The Nuclear Division cost cstimating process is governed by Nuclear Project Departlnelit 
lnstructioii 304. This procedure requires the use of il well-accepted method for developing a cost 
cstimate. Tliis process is known as a parlial take~oft‘ estimate a n d  is bascd 0 1 1  tllc anticipated ~nati- 
Iioiirs required to cornplcte cadi task, as well as the amounts of various commodities and otlicr 
resoiirces rcquircd to complctc thcsc tasks. Prices for these commodities are defined by the 
Coni1miy’s materials management system and by calling vendors for budgetary quotes. Similarly, 
wage r a t e  arc deteriiiiiied by researcliiiig historical coiltracts and seeking quotes whcrc. availablc. 
‘l‘hc estimator then includes art nppropriate contingency factor imscd on the stage of the project. 
Finally, the Cornpany’Y policies require tlic estimator to retain tlic supportiiig documcntntion used to 
develop the cost cstimatc. 

.VI. began tlie cost estimating process for tlic EPU I’rojcct by first completing an iiiitial scoping 
study. ’Illis scopitig shldy \vas thcn rcviewed and confirined b y  Slia\v - Stone & Webstcr, a n  



a i d  CEO. The giidelilics, iiirtlicr nddrcss ti,c ecquircd trniniiie and cofitiniiing cdiica~ioo fsr internal 
auditors'wliile setting fort11 n nieclinlrisin foc petsiniiig oiirsidc cspertisc .\vIicii siicli crimtisc Is blot 
coiltnined in-li.oiisc. 

Ilrc l$fN 6 & 7 p+r \q% fcvhkii by Iiitcriinl t\iidit 11!Ji11y 2008. Ditrihg tbls rWlew, Jntertinl 
Audit ccsrcd the inroicct's iiitcrnnl nlid finnncinl controls to innkc cerlnin tlint oiilv niipro~)~-infc- , ,  , .. . 
ciinrpcn were bciiip i>llled to (lie piojcct niid tlint ~ I I C I C  clinigcs wcic bring n~coi~~itcd loL cu~~cct ly.  

I 

3 The 
P r N  6 R: 7 project is uiideigoliig n siniilnr niidit in 2009. 1\11 2008 costs iiqt i c k d  cluiing llic 
2008 nudit will bc irvicwvcd nt the tiinc of this rcvicw. 

Similnrly, the I'PL Corporntc Risk Coinnitkc co!is/sts of FPL directors nnd orlier senior einpioyces, 
ni id  Is Inshed wit11 Iici:odicnllg revie\vilig tlic ptojcct nnd its nssocintcd risks. 'Ilic 1"I'N 6 R: I l'yjccl 
learn wei i l  bcfoie tlic FPL Coipointe IUsk Coinniittce 011 June 25, 2008 to present iiiitinl delnils of 
h e  pmjcct acid to acck gi~iilnricc on ccrtwi rlspccts of tlic pojcct, iiicliiiiiiig potentin1 cooliiig \\'ate: 
soiirccs. l'lic FPJ. Coipoi~te Risk Coinoittce tlirii prcsciitcd irs icc~riiiiiicii,lnlioiis i i i  ilocii!i~cntcd 
iiiccliog riiiiiitcs. 

a 

l'lie I T N  6 & 7 Pmjcct lins nlso cstsblislicd spcciRc xcvlcw comlnittees wiiidi me xcsporisibk fot 
rileking certain (lie L>[oj$ct toinlitiees xvitli ~pplicfible'lnws and regulations diitiiig tlic pctliihthg nnd 
Ucctisiiig pllnsc of tlic' W N  6 & 7 Project. An ennlnple, nf tlils is the Licensiiig Revi.ew Board 
C'LRB") wllicli consists of PTN 6 & 7 l'tojcct tcntn nicii\bcrs mid sciuor representatives fxan 
13eclitel. The LRB is fds'lcecl. witit ccxfictvirig tlie dOLh pior tp its submlssioh t(r the NkC, This 
rcvicwis iloiic to innkc ccrtnih tlic COLA is conslstent with 111eNRC's rcqukmients, ntid tllc icvicw 
<ifqrds the PTN t 9; i IJrojtct tejuij nn o p p o ~ ~ i i y  to cnsota tlic COLA is 6 t h  high qiistity; Tix 
status of this Licensing Rcvicw B.oard's work 1s presented to tlic PTN 6 & 7 Project ~nnnagemtnt 011 

R \vcdkly Itasis, 

Coi i~ i~~r ic  D&ar~~t;oiis 

C.oiiterllfic believes Int&,r!id Aidit's rei-iscd gvldcllocs <vill p~o~ idv  Iotcl'iid Audit \& 4 robust Sct 
of iiistruciioits for ensurbg tliai tlie Conipntiy's virioiis business urilfs are ndbering to .ihc 
Col\ipnii)'IS systcni of'hf'intqfinl colitlrol: @iicWkic hnd,,p&eVbu$y Jioted dig[ the ~o l ,~ ipa \ ly '  ne<$lei! 
to ensiire nny tetnedies. itnplcineiited to cotwct tlic dcflcicncics itlctitificd by Intcriinl Adit  ~ c t e  
,?l'proI>~intel)~~te~tc[l to miikt cettniii thzt these deflcietides were addressed QII n gbitg Foiyi~fcj 
bisis. Sinilady, Coacccitric imtcd tbc iieed io nisintnin all npproprlate doc\ii>wtation \villi ititeliiial 
ntidit, Iiicludiiig nmi~ngcment itspoiisc nird coxrcctivc nctioiis. It woiild nppenr tlint theso rerpiscd 
g~~dcl ip t$  will ndd!css Co'ilceiitW rccomnicli~latioiis. 

Concentric alsb notes tlgt tipconling prudenke ireview? bclote the PPSC \voiild be fqcilitnted by.tlie 
iisc of '%y Q,ccision I\fwiofniidn" to iwiiorlntke critical pr,oject decisioiis (Le., wl~crc tlic 
mngnitudc of the docisloci ir nbovc 1% of tho pojcct costs). Tlicse iiicnioendn ivould include n 
discussion Of tlie iliforiiialioii tliht wws known nt the dine of tlic dkisioii, d i n t  dccls!oii ivns IliilJc 
nnd the bnsis foi tlint clcclsion, nnd woiilct nllow . .  innnageinent mid .third pariies to quickly rcvicw 
prcJous $ccision-oinkiiig pfocc$ies. .'I'hc 1VN 6 pL 7 Project cotnplct@fn siinilar pfocess for cbrt;iiir 
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