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Dear Ms. Cole: 

Enclosed for filing on behalf of Florida Power & Light Company ("FPL") is a 

Request for Confidential Classification of Staff's 2012 "Review of Florida Power & 

Light Company's Project Management Internal Controls for Nuclear Plant Uprate and 

Construction Projects". Seven copies of FPL's request, including Exhibits C and Dare 

included. Also included is one copy of Exhibit A and two copies of Exhibit B. 


Exhibit A consists of the confidential document, and all information that FPL 

asserts is entitled to confidential treatment has been highlighted . Exhibit B is an edited 

version of Exhibit A, in which the information FPL asserts is confidential has been 

redacted. Exhibit C consists of FPL' s justification table supporting its Request for 

Confidential Classification. Exhibit D contains three affidavits in support of FPL's 

Request for Confidential Classification. Also included in this filing is a compact disc 

containing FPL' s Request for Confidential Classification and Exhibit C only in Microsoft 

Word format. 


Please contact me if you or your Staff has any questions regarding this filing. 

Sincerely, 

Je~o WA/t<Y 

Enclosures 
cc: Parties of Record (w/out enc.) 

1 1.. . ). l ' 4 i " ., " - ~ 

Florida Power & Light Company ~j 3 9 3:f JUN 15 ~ 
700 Universe Boulevard , Juno Beach, FL 33408 

FfSC -C- ,11" ~IO H CLE rH{ 



-


BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 


Docket No. 120009-EIIn re: Nuclear Power Plant ) 
Filed: June 15,2012~C~o~s~t~R~e~co~v~e~r~y~C~I~a~u~se~__________) 

FLORIDA POWER & LIGHT COMPANY'S 

REQUEST FOR CONFIDENTIAL CLASSIFICATION OF 


INTERNAL CONTROLS AUDIT REPORT 


Pursuant to Section 366.093, Florida Statutes, and Rule 25-22.006, Florida 

Administrative Code, Florida Power & Light Company ("FPL") requests confidential 

classification of celtain information included in the "Review of Florida Power & Light 

Company's Project Management Internal Controls for Nuclear Plant Uprate and Construction 

Projects" 2012 audit repOli ("Audit Report") prepared by the Florida Public Service Commission 

Office of Auditing and Performance Analysis. In support of its request, FPL states as follows: 

1. During its review of FPL's internal controls, Staff was provided with various 

confidential documents and confidential information. By letter dated May 30, 2012, Staff 

conducted a preliminary exit conference for the Audit Report, which includes confidential 

information provided by FPL. FPL agreed to file a formal request for confidential classification 

with respect to the Audit Report by June 15, 2012. Accordingly, FPL is filing this Request for 

Confidential Classification to maintain continued confidential handling of the information 

contained in the Audit Report. 

2. The following exhibits are included with and made a part of this request: 

a. Exhibit A includes a copy the confidential Audit Report, on which all 

information that is entitled to confidential treatment under Florida law has been 

highlighted. 

b. Exhibit B consists of a copy of the confidential Audit Report, on which all 

information that is entitled to confidential treatment has been redacted. 
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c. Exhibit C is a table containing the specific line, column and page 

references to the confidential information, and references to the specific statutory basis or 

bases for the claim of confidentiality and to the affidavit in support of the requested 

confidential classification. 

d. Exhibit 0 includes the affidavits of Bruce Beisler, Antonio Maceo and 

Wi lliam Maher in support of FPL' s request. 

3. FPL submits that the highlighted information in Exhibit A is proprietary 

confidential business information within the meaning of Section 366.093(3), Florida Statutes. 

This information is intended to be and is treated by FPL as private in that the disclosure of the 

information would cause harm to customers or FPL' s business operations, and its confidentiality 

has been maintained. Pursuant to Section 366.093, such information is entitled to confidential 

treatment and it is exempt from the disclosure provisions of the public records law. Thus, once 

the Commission determines that the information in question is proprietary confidential business 

information, the Commission is not required to engage in any further analysis or review such as 

weighing the harm of disclosure against the public interest in access to the information. 

4. A majority of the Audit Report is not asserted to be confidential. However, as the 

affidavits included in Exhibit 0 indicate, some of information in the Audit Report is proprietary, 

confidential business information. Certain information contained in the Audit Report is 

information related to reports of internal auditors. This information is protected by Section 

366.093(3)(b), Florida Statutes. The Audit Report also contains information related to bids or 

contractual data, such as pricing or other terms, the public disclosure of which would violate 

nondisclosure provisions of FPL's contracts with certain vendors and impair FPL's ability to 

contract for goods or services on favorable terms in the future. Such information is protected 
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from public disclosure by Section 366.093(3)(d), Florida Statutes. The Audit Report also 

includes competitively sensitive information which, if disclosed, could impair the competitive 

interests of the provider of the information. Such information is protected from public disclosure 

by Section 366.093(3)(e) , Florida Statutes. 

5. Upon a finding by the Commission that the information highlighted in Exhibit A, 

and referenced in Exhibit C, is proprietary confidential business information, the information 

should not be declassified for a period of at least eighteen (18) months and should be returned to 

FPL as soon as the information is no longer necessary for the Commission to conduct its 

business. See § 366.093(4) , Fla. Stat. 

WHEREFORE, for the above and foregoing reasons, as more fully set forth in the 

supporting materials and affidavits included herewith, Florida Power & Light Company 

respectfully requests that its Request for Confidential Classification be granted 

Respectfully submitted, 

Jessica A. Cano 
Principal Attorney 
Florida Power & Light Company 
700 Universe Boulevard 
Juno Beach, FL 33408 
Telephone: (561) 304-5226 
Facsimile: (561) 691-7135 

By: ~lA~~ ~tr 
Je sIca A. Cano 
Fla. Bar No. 0037372 
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CERTIFICATE OF SERVICE 

DOCKET NO. 120009-EI 


I HEREBY CERTIFY that a true and correct copy of FPL's Request for Confidential 
Classification of Internal Controls Audit Report* was served via hand delivery** or U.S. mail 
this 15th day of June, 2012 to the following: 

Keino Young, Esq.** 
Michael Lawson, Esq. 
Division of Legal Services 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee, Florida 32399-0850 
KYOUNG@PSC.STATE.FL.US 
MLAWSON@PSC.STATE.FL.US 

J. Michael Walls, Esq . 
Blaise N. Gamba, Esq. 
Carlton Fields Law Firm 
P.O. Box 3239 
Tampa, Florida 33601-3239 
mwalls@carltonfields.com 
bgamba@carltonfields.com 
Attorneys for Progress 

Matthew Bernier, Esq. 
Carlton Fields Law Firm 
215 S. Moruoe Street, Ste. 500 
Tallahassee, Florida 32301 
mbernier@carltonfie1ds.com 

Jon C. Moyle, Jr., Esq. 
Vicki Gordon Kaufman, Esq. 
Keefe Anchors Gordon & Moyle, P A 
118 North Gadsden Street 
Tallahassee, Florida 32301 
jmoyle(aJ,moylelaw.com 
vkaufman@moylelaw.com 
Attorneys for FIPUG 

J. R. Kelly, Esq. 

Charles Rehwinkel, Esq. 

Joseph McGlothlin, Esq. 

Erik L. Sayler, Esq . 

Office of Public Counsel 

c/o The Florida Legislature 

111 West Madison Street, Room 812 

Tallahassee, Florida 32399 

Kelly.jrcmleg.state.fl .us 

Rehwinkel.Charles@leg.state.fl .us 

mcglothlin. j oseph@leg.state.fl.us 

Sayler.Erik@leg.state.fl.us 


R. Alexander Glenn, Esq. 

John T. Burnett, Esq . 

Dianne M. Triplett, Esq . 

Progress Energy Service Company, LLC 

P.O. Box 14042 

St. Petersburg, Florida 33733-4042 

john.burnett@pgnmail.com 

alex.glenn@pgnmail.com 

dianne. triplett@pgnmail.com 

Attorneys for Progress 


Mr. Paul Lewis, J r. 
106 East College Ave., Suite 800 
Tallahassee, Florida 32301-7740 
paul.lewisjr@pgnmail.com 

James W. Brew, Esq. 
F . Alvin Taylor, Esq. 
Brickfield, Burchette, Ritts & Stone, P.C. 
1025 Thomas Jefferson Street, NW 
Eighth Floor, West Tower 
Washington, DC 20007-5201 
jbrew@,bbrslaw.com 
ataylor@bbrslaw.com 
Attorneys for PCS Phosphate 
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Randy B. Miller 
White Springs Agricultural Chemicals, Inc. 
Post Office Box 300 
15843 Southeast 78th Street 
White Springs, Florida 32096 
RMiller@pcsphosphate.com 

Gary A. Davis, Esq. 
James S. Whitlock, Esq. 
Davis & Whitlock, P.C. 
P.O. Box 649 
Hot Springs, NC 28743 
gadavis@enviroattorney.com 
j whi tlock@enviroattorney.com 

Robert Scheffel Wright 
John T. LaVia, III 
Gardner, Bist, Wiener, Wadsworth, Bowden, 
Bush, Dee, LaVia & Wright, P.A. 
1300 Thomaswood Drive 
Tallahassee, FL 32308 
schef@gbwlegal.com 
jlavia@gbwlegal.com 
Attorneys for the Florida Retail Federation 

Captain Samuel Miller 
USAFIAFLOA/JACLIULFSC 
139 Barnes Drive, Suite I 
Tyndall AFB, FL 32403-5319 
Samuel.Miller@Tyndall.af.mil 

By: ~t?/j-1LM UtwY 
Je sIca A. Cano 

Fla. Bar No. 0037372 


* Exhibits to this Request are not included with the service copies, but copies of Exhibits B, C, and 
D are available upon request. 
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EXHIBIT A 


CONFIDENTIAL 


FILED UNDER SEPARATE COVER 




EXHIBITB 


REDACTED COPIES 




EXHIBITC 


JUSTIFICATION TABLE 




Exhibit C 

Florida Power and Light Company 


Review of FPL's Project Management Internal Controls for 

Nuclear Plant Uprate and Construction Projects (Audit Report) 


Docket No. 120009-EI 


Document Description No. of 
Pages 

Conf. 
YIN 

Line No./Col. 
No. 

Florida 
Statute 

366.093 (3) 
Subsection 

Affiant 

Report Internal Control 
Report for EPU & 

PTN 

54 N Cover Pages 1-3, 
i-ii , 1-18, 23-26, 
31-33,36, 45-49 

Y Page 19 Lines 1-8 

Page 20 Lines 1-5 

Page 21 Column 
A 

Page 22 Line 1 
and Column A 

Page 27 Lines 1-2 

Page 28 Line 1 
Columns A-B, 

Lines 2-5 Column 
C 

Page 29 Lines 1­
11 

Page 30 Lines 1-7 

Page 34 Line 1 

Page 35 Lines 1-3 

Page 37 Lines 1-6 
Column A, Lines 

2, 5,7-11 Column 
B, Lines 12-29 

(b) 

(b) 

(d), (e) 

(d), (e) 

(e) 

(e) 

(d) , (e) 

(d), (e) 

(d), (e) 

(d), (e) 

(b) 

Antonio 
Maceo 

Antonio 
Maceo 

William 
Maher 

William 
Maher 

Bruce 
Beisler 

Bruce 
Beisler 

Bruce 
Beisler 

Bruce 
Beisler 

Bruce 
Beisler 

Bruce 
Beisler 

Antonio 
Maceo 
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Document Description No. of 
Pages 

Conf. 
YIN 

Line No.lCol. 
No. 

Florida 
Statute 

366.093 (3) 
Subsection 

Affiant 

Page 38 Lines 1­ (b) Antonio 
14 Maceo 

Page 39 Lines 1-6 (b) Antonio 
Column A, Lines Maceo 

2-3 and 5-11 
Column B, Lines 

12-31 

Page 40 Lines 1-4 (b) Antonio 
Maceo 

Page 41 Lines 1­ (e) Bruce 
13 Beisler 

Page 42 Lines 1-5 (e) Bruce 
Beisler 

Page 43 Column (d), (e) Bruce 
A Beisler 

Page 44 Lines 1-2 (d), (e) Bruce 
Beisler 
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EXHIBITD 


AFFIDAVITS 




BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Nuclear Power Plant Cost ) 

~R~e~c~o~ve~r~y~C~la~u~s~e__________________) DOCKET NO. 120009-El 


STATE OF FLORlDA 
AFFIDAVIT OF ANTONIO MACEO 

MIAMI-DADE COUNTY 

BEFORE ME, the undersigned authority, personally appeared Antonio Maceo who, being first 
duly sworn, deposes and says : 

I . My name is Antonio Maceo. I am currently employed by Florida Power & Light 
Company ("FPL") as Manager of Auditing. I have personal knowledge of the matters stated in this 
affidavit. 

2. 1 have revi ewed Exhibit C and the documents that are included in FPL's Request for 
Confidential Classification concerning information contained in the 2012 Project Management Internal 
Controls audit report, for which 1 am identified on Exhibit C as the affiant. The documents or materials 
that I have reviewed contain information related to reports of internal auditors. Full and frank disclosure 
of information to the Internal Auditing department is essential for the department to fulfill its role, and the 
confidential status of internal auditing process, findings , and reports SUppOlts such disclosure. The 
release of information related to reports of internal auditors would be harmful to FPL and its customers 
because it may affect the effectiveness of the Internal Auditing Department itse lf. To the best of my 
knowledge, FPL has maintain ed the confidentiality of these documents and materials. 

3. Consistent with the provisions of the Florida Administrative Code, such materials should 
remain confidential for a period of not less than 18 months . In addition, they should be returned to FPL 
as soon as the information is no longer necessary for the Commission to conduct its business so that FPL 
can continue to maintain the confidentiality of these documents. ", 

4. Affiant says nothing further. A==I/L/l,J 
I I .L-----­

",/ /) 

Antonio Maceo 

SWORN TO AND SUBSCRIBED before me this ~ day of June 2012, by Antonio Maceo 
who is personally known to me or who has produced (type of identification) as 
identification and who did take an oath. 

Notary Public, State of Florida 

My Commission Expires: 

_-,$~-;~~:·r~>;;... MARIA R. ARRABAL 
f~(A" r~ MY COMMISSION HD~ 976352 
.",~ ..-, EXPIRES. July 4, 2014 
···:f..9{,."f.-~~" Bonded Thru Nola,,! Public Uoderwrilers 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Nuclear Power Plant Cost ) 

~R~e~c~ov~e~ry~C~la~u~s~e__________________) DOCKET NO. 120009-EI 


STATE OF FLORIDA ) 
) AFFIDA VIT OF BRUCE BEISLER 

PALM BEACH COUNTY ) 

BEFORE ME, the undersigned authority, personally appeared Bruce Beisler who, being first 
duly sworn, deposes and says: 

1. My name is Bruce Beisler. I am currently employed by Florida Power & Light Company 
("FPL") as Project Manager - Nuclear. I have personal knowledge of the matters stated in this affidavit. 

2. I have reviewed Exhibit C and the documents that are included in FPL' s Request for 
Confidential Classification concerning information contained in the 2012 Project Management Internal 
Controls audit report, for which I am identified on Exhibit C as the affiant. The documents and materials 
that I have reviewed contain proprietary confidential business information, including information 
concerning bids or contractual data . Disclosure of this information would violate FPL's contracts with its 
vendors, 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. To the best 
of my knowledge, FPL has maintained the confidentiality ofthese documents and materials. 

3. Consistent with the provisions of the Florida Administrative Code, such materials should 
remain confidential for a period of not less than 18 months. In addition, they should be returned to FPL 
as soon as the information is no longer necessary for the Commission to conduct its business so that FPL 
can continue to maintain the confidentiality of these documents . 

4. Affiant says nothing further. 

~~ 
SWORN TO AND SUBSCRIBED before me this day of June 2012, by Bruce Beisler, 11 

who is personally known to 
identification and who did take an oath . 

me or who has produced (type of identification) as 

My Commission Expires: 

~ mt\'I~I"""" ANNEm L. GIVENS~ .t. \ NolIJy Public· SlItt of AoIIdI 

~ {. .: My Comm. e.plru Mar 15. 201 a 


~~:'i ~' Commillion /I DO 170132 
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' 



BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 


In re: Nuclear Power Plant Cost ) 
=R=e=c~ov~e=ry DOCKET NO. 120009-EI+-C~la=u=se~_________________) 

STATE OF FLORIDA ) 
) AFFIDA VIT OF WILLIAM MAHER 

PALM BEACH COUNTY ) 

BEFORE ME, the undersigned authority, personally appeared William Maher who, being first 
duly sworn, deposes and says: 

I . My name is William Maher. I am currently employed by Florida Power & Light 
Company ("FPL") as Director of Project Licensing - Nuclear. I have personal knowledge of the matters 
stated in this affidavit. 

2. I have reviewed Exhibit C and the documents that are included in FPL's Request for 
Confidential Classification concerning information contained in the 2012 Project Management Internal 
Controls audit report, for which I am identified on Exhibit C as the affiant. The documents and materials 
that I have reviewed contain proprietary confidential business information, including information 
concerning bids or contractual data. Disclosure of this information would violate FPL's contracts with its 
vendors, 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. To the best 
of my knowledge, FPL has maintained the confidentiality of these documents and materials. 

3. Consistent with the provisions of the Florida Administrative Code, such materials should 
remain confidential for a period of not less than 18 months. In addition, they should be returned to FPL 
as soon as the information is no longer necessary for the Commission to conduct its business so that FPL 
can continue to maintain the confidentiality of these documents. 

4. Affiant says nothing further. 

/~~ 
William Maher. 

SWORN TO AND SUBSCRIBED before me this ~ay of June 2012, by William Maher, 
wbo is personally known to me.. or who has produced (type of identification) as 
identification and who did take an oath. 

Notary Public, State of Florida 

~.,.,.~y Notary Public State of FloridllP(,~1'-My Commission Expires: 
Michelle M Kahmann 

~ '- -". ; My Commission EE 105168 
'>0,.,0 Expires 09/1812015 
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1.0 Executive Summary 

At a Glance 

New Nuclear Project (NNP) 
o 	 Cost estimate is unchanged from 2011 , ranging from $12.85 billion to $18.75 billion 
o 	 In-service date estimates remain 2022 and 2023 
o 	 In its May 2012 filing, FPL describes the project as feasible in 5 of 7 scenarios 
o 	 Plant portion of the Site Certification Application determined complete by FDEP 
o 	 No Turkey Point 6&7 construction contract yet 
o 	 Current long lead forging agreement expires in October 2012 
o 	 NRC disputes some FPL analyses; suspends parts of the license review 

Extended Power Uprate Project (EPU) 
o 	 Cost estimate rises over $600 million, to a range of $ 2.95 billion to $3.15 billion 
o 	 In its May 2012 filing, FPL describes the project as feasible in 6 of 7 scenarios 
o 	 Turkey Point Units 3&4 License Amendment Request (LAR) approval expected 

in 20 2012 
o 	 St. Lucie Unit 1 LAR approval expected in 20 2012 
o 	 St. Lucie Unit 2 LAR approval expected in 30 2012 
o 	 Outage completion target date rescheduled from January 2013 to March 2013 
o 	 Project close out scheduled for August 2013 
o 	 Commission Audit Staff recommends disallowance of $3.5 million 

1.1 Purpose and Objectives 

At the request of the Florida Public Service Commission (Commission or FPSC) Division of 
Economic Regulation, the Office of Auditing and Performance Analysis performed the fifth 
annual review of internal controls and management oversight of the nuclear projects underway 
at Florida Power & Light (FPL or the company). This review examines the adequacy of project 
management and internal controls for FPL's New Nuclear Project (NNP) and Extended Power 
Uprate (EPU) organizations. 

The primary objective is to provide an independent account of project activities and to 
evaluate internal controls used on these projects. Information in this report may be used by the 
Division of Economic Regulation to assess the reasonableness of FPL cost-recovery requests. 

FPSC audit staff published previous reports in 2008 through 2011, each entitled Review 
of Florida Power & Light's Project Management Internal Controls for Nuclear Plant Uprate and 
Construction Projects. These reports are available electronically using the following links: 

o 	 http://www.floridapsc.com/publications/pdf/electricgas/FPLNuclear200B.pdf 
o 	 http://www.floridapsc.com/publications/pdf/electricgas/FPLNuclear2009.pdf 
o 	 http://www.floridapsc.com/publications/pdf/efectricgas/FPLNuclear201 O.pdf 
o 	 http://www.floridapsc.com/publications/pdf/efectricgas/FPLNucfear201 1. pdf 

1 	 Executive Summary 
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1.2 Scope 

The time frame covered by the annual review is January 2011 to May 2012. This annual 
review examined the adequacy of project management and internal controls for FPL's uprate 
and new nuclear construction projects. 

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

o Planning 
o Management and organization 
o Cost and schedule controls 
o Contractor selection and management 
o 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 of Internal Auditing, appropriate internal controls allow an organization to: 

o Produce accurate and reliable data 
o Comply with applicable laws and regulations 
o Safeguard assets 
o Employ resources efficiently 
o Accomplish goals and objectives 

Well-conceived, comprehensive internal controls cannot exist in a vacuum. Ineffective 
unless emphasized and embraced throughout an organization, internal controls leverage the 
challenges associated with risk management and decision making. Risks must be quickly and 
accurately identified and appropriate safeguards established to prevent, mitigate, or eliminate 
them, and prudent decision making results from well-defined processes that address risks, 
needs, and capabilities. Adherence to clear written procedures, effective communication, and 
vigilant internal and contractor oversight, combined with ongoing auditing and quality assurance 
efforts are essential to ensure that project decisions and actions are prudent. 

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: 

o Control environment 
o Risk assessment 
o Control activities 
o Information and communication 
o Monitoring 

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 functioning well to conclude that internal controls are effective. This report will 
document the existence of each of these five components for FPL project management. 
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1.3 Methodology 

The initial planning, research, and data collection for the annual internal controls review 
occurred in January through March 2012. The first of two staff interview and inspection visits 
took place in January 2012. Staff conducted interviews of new nuclear and uprate leadership at 
the FPL corporate offices in Juno Beach and visited the nuclear facility at St. Lucie. A second 
round of interviews occurred in March 2012, staff again visiting the FPL corporate offices in 
Juno Beach and meeting with uprate managers at the Turkey Point nuclear facility. 

Staff conducted additional data collection, sampling, analysis, and production of a draft 
report from March to late May 2012. Audit staff also reviewed testimony, discovery, and other 
filings in this and previous, related dockets. 

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

o 	 Policies and procedures 
o 	 Organizational charts 
o 	 Project timelines 
o 	 Vendor and contract updates 
o 	 Vendor invoices 
o 	 Scope analysis studies by FPL and consultants 


Internal and external audit reports 

o 	 Quality control reviews 

1.4 Conclusions 

1.4.1 New Nuclear Project 
FPL states that it remains committed to pursuing the option to build two new AP1000 

nuclear reactors, Turkey Point Units 6&7, and continues to use a deliberate and incremental 
project management approach focused on licensing. licenSing remains the critical path . 
Achieving Combined Operating License Application (COLA) approval is FPL's primary near term 
focus. 

The new nuclear project time line endpoints remain unchanged from a year ago. An 
NRC review of FPL's COLA milestone schedule added 11 months to the Final Site Evaluation 
Report (FSER) completion date and 16 months to the Final Environmental Impact Statement 
(FEIS) completion date. The same study, however, targeted completion of the COLA process 
five months earlier than FPL's current project schedule. Due to the shifts in the FSER and FEIS 
completion dates, FPL reevaluated possible downstream schedule turbulence. FPL believes 
further delay is possible, but that the completion of Unit 6 in 2021 and Unit 7 in 2022 remains 
achievable. Start-up for each unit follows a year later, in 2022 and 2023. EXHIBIT 1 shows the 
project timeline. 
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Source: Staff InteNieW5, FPL, March 2012 

The Turkey Point 6&7 project cost estimate range remains unchanged from last year. 
The low end of the range is $12.85 billion and the high is $18.75 billion. FPL states that its 
feasibility analysis shows the project is solidly cost-effective in five of seven scenarios, one 
fewer than last year's feasibility study. EXHIBIT 2 shows historic and estimated costs for the 
project, from 2007-2012. 

Turkey Point 6& 7 Estimated Cost 
2007 - 2012 

Cost 'billions) 2007-2009 
Low High 

2010 
Low High 

2011 
Low h 

2012 
Low High 

$20 

$15 

$10 

$5 

EXHIBIT 2 Source: DR-6; New Nuclear Update 
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Total pre-construction expenditures for 2011 totaled $23.2 million, $14.8 million below 
estimates. The variance stems from lower than anticipated costs and shifting some tasks to 
later project phases. 1 

The Turkey Point 6&7 COLA was submitted to the Nuclear Regulatory Commission 
(NRC) in June 2009 and continues to move through the review and approval process. The 
current FPL project timeline predicts approval by June 2014. 

At the federal level during 2011, FPL continued to respond to NRC requests for 
additional information (RAI) and updated their COLA with Revision 3. The NRC approval review 
is underway but in mid-May 2012, the NRC identified two significant issues impacting its ability 
to complete the COLA safety and environmental reviews. The agency disputed FPL analyses 
for (1) geology, seismology, and geotechnical engineering and (2) the alternative sites. The first 
disputed area impacts the COLA safety review and the second affects the environmental 
review. The NRC cited the analyses as unclear, incomplete, or unsupported by the references 
provided. 2 The NRC will continue its COLA evaluation in all other areas, but review of these two 
segments is halted until satisfactory revisions are submitted. The NRC will then publish a new 
COLA review schedule. The NRC also requested that FPL conduct an internal audit of quality 
assurance, informing the NRC of any findings and corrective actions. Turkey Point 6&7 project 
schedule and cost impacts are unknown at this point. 

At the state level, Site Certification Application (SCA) received a declaration of 
completeness and is currently moving through the review process. Local permitting is taking 
longer than expected. Uncertainty over when regulatory approvals will be received exists and 
staff believes some additional schedule shift may occur. 

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

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

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

FPL states that to date there has been no regulatory impact from the Fukushima 
accident that will affect the pace or schedule of the Turkey Point 6&7 COLA. However, the 

1 Docket No. 120009-EI, March 1,2012 Testimony (Scroggs), SOS-6, Table 1, 2011 Preconstruction Costs. 

2 NRC letter to FPL, May 4, 2012, Subject: Turkey Point 6 and 7 Combined License Application Review Schedule, pg 1. 
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company states that it is reasonable to anticipate that additional regulatory and/or safety 
requirements may result from lessons learned from Fukushima. Subject matter and potential 
impacts on new nuclear schedule or costs cannot be predicted. 

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

EXHIBIT 3 is a depiction of the history of relevant key issues. 

Turkey Point 6&7 Issues 

Key 

Events 


Pre-2010 

2010 

2011 

2012 

Future 

EXHIBIT 3 

r:=:lr::l
CJL:J 

2007 to 2009, COLA 

a range of submitted 6/09 
$12.088 to NRC dockets 

$17.76B in 11/09 

Range revised NRC issues 
in 2010; COLA review 

$12.8548 to schedule 5/10 
$18.7468 

Slight revision; Responding 
$12.852B to to 

$18.7508 RAls 

Unchanged Finish Safety, 
$12.8528 to Environment, 

$18.7508 &ACOE RAls 

Use project SCA hearing & 
controls and FSER (2013); 
oversight to FEIS, COLA & 
control costs ACOE permit 

(2014) 

EPC Long 
or FukushimaLead 

EP&C Forging 

No decision on Signed 2008, Occurred 
EPC or EP&C; expired 12/09. in 

opting to wait 
 $10.8M fee; 2011 

Extended to 
6110 

No decision on Extended Occurred 
EPC or EP&C; to in 
opting to wait 3/11 2011 

No decision on Extended to Impact(s) 
EPC or EP&C; 6/11, then unknown; 

opting to wait 
 7/11 ; possible 

negotiating regulatory 
extension changes 

No decision on Extended to Adapt to 
EPC or EP&C; October 2012; regulatory 

opting to wait 
 seeking further andlor safety 

extension changes 

Sign an EPC Must begin Adapt to 
or EP&C by forgings NL T regulatory 

11/14 2015 to meet andlor safety 
in-service changes 
schedule 

Source: Staff Analysis 

1.4.2 Extended Power Uprate Project 
In 2011, the EPU project team continued to prepare License Amendment Requests 

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

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

According to FPL, EPU project management began evaluating whether to reschedule 
the remaining outages in March 2011, and finalized a revised schedule by June. FPSC Audit 
Staff's July 2011 report expressed concern about potential schedule shift and delays caused by 
longer and more complex second outages and added LAR engineering costs. Shortly after 
publication of staffs 2011 report, FPL adjusted the remaining outage dates and durations. Due 
to the adjustments, the uprate project completion was rescheduled from late January to March 
2013. 

The timeline for the EPU project is shown in EXHIBIT 4. 

EPU Project Schedule 

Current TImeilne 2007 2008 2009 2010 2011 2012 2013 
Need Determination • 
LAR Analysis 

LAR RAls & NRC Reviews 

Long Lead Material 

Engineering Design 

Outage & Start-Up 

Project Close out 

EXHIBIT 4 Source: DR-6; EPU 2012 Management Update 

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

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

FPL asserts that although project scope increased, design engineering remained behind 
schedule, estimated project completion costs increased, and NRC licensing delays occurred, 
five of eight outages have been completed to-date and approximately 53 MWe of the total 490 
MWe estimated increase has been achieved . The uprate project currently remains on schedule 
for completion in 102013. 
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EXHIBIT 5 shows the estimated costs for the EPU project from 2007 to the present. In 
2010 FPL began providing an estimate range, rather than a single estimate. FPL has increased 
its estimate range each year 2010 through 2012. However, in 2011 and 2012 FPL also 
increased its estimated MWe output for the EPU project. Currently FPL estimates the project 
will provide 490 MWe of additional power to its customers. FPL also states that its feasibility 
study shows the project is viable in six of seven scenarios used annually to judge project 
viability. 

EPU Estimated Cost 
2007 - 2012 

Cost lblllllonA\ 2007 - 2009 2010 2011 2012 
Low High Low High Low High 

$3.5 

3.15 
$3.0 

$2.5 

$2.0 

$1.5 

$1.0 

EXHIBIT 5 Source: Siaff InleNiews, March 2012 

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

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

EXHIBIT 6 is a depiction of the history of relevant key issues for the uprate project. 
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EPU Project Issues 
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Schedule 
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Obtain final 

NRC approvals 


NRC approvals 
complete 

B 
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required; goal 
is to finish all 

by 2012 

Two done; 
revised 

schedule; 
finish in 2013 

Two more 
complete; start 
date for last 3 
of 4 revised 

Continue 
outage work 

Finish outages 

by 3/13; 


Close out by 

3Q 2013 


Work 
Stoppage Fukushima 

No work Occurred in 
stoppages 2011 

10/10: PTN 3 
Siemens Occurred in 

11/10: PTN 3 2011 
Bechtel 

Key 

Events 


Pre­
2010 

2010 

2011 

2012 

FUTURE 


EXHIBIT 6 


Project 

Cost 


Estimate 


2007 to 2009 

$1 .798B 


Range revised 

to 


$2.053B to 

$2.299B 


Range revised 

to 


$2.324B to 

$2.479B 


Range revised 

to $2.956B 

to $3.150B 


Potential for 

cost increases 


2/11 - PSL 2 
Siemens; 
generator 

stator; 2011 
NCRC item 

Identify 
recoverab le 

costs; submit 
to NCRC 

Identify 
recoverable 

costs; submit 
to NCRC 

Full impac\(s) 
unknown; 

slowed NRC 
reviews 

Adapt to 
regulatory 

and/or safety 
changes 

Adapt to 
regulatory 

and/or safety 
changes 

Source: StaffAnalysis 
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2.0 New Construction, Turkey Point 6&7 

2.1 Key Project Developments 

2.1 .1 Significant Events Overview 
As of June 2012, the new nuclear construction project for Turkey Point 6&7 has focused 

on federal and state licensing and permitting processes. Below is a list of milestones achieved 
or anticipated 2011 through 2013. 

Milestones 2011: 

o Continued to respond to RAI (various agencies; January through December) 
o Submitted revised groundwater modeling (SCA I COLA; February) 
o Began exploratory Underground Injection Control well (May) 
o Submitted alternative transmission corridors (SCA; August) 
o Received a declaration of plant track completeness (SCA; September) 
o Submitted COLA Revision 3 (NRC; December) 

Milestones 2012: 

o Determination of Completeness - Transmission, Alternative Corridors (February) 
o Agency reports on transmission alternative corridors (February) 
o Agency reports on plant and non-transmission items (March) 
o S. Florida Water Management District report on plant & non-transmission (June) 
o Issue land use consistency determination (Miami-Dade County; July) 
o FDEP Project Analysis on proposed transmission corridors (August) 
o Miami-Dade County report on Plant & Non-Transmission (August) 
o Land use hearings (September) 
o Land Exchange Environmental Impact Statement draft - (September) 
o Land use consistency order (October) 
o Siting Board hearing on land use consistency (December) 
o FDEP Project Analysis on Plant and Non-Transmission (December) 

Milestones 2013: 

o Site Certification hearings (March-April) 
o Recommended Order on Site Certification (June) 
o Siting Board hearing on Site Certification (July) 
o Complete Everglades National Park land exchange 
o Planning studies and early site preparation design activities 

State Site Certification Application (SCA) Process Continues 
The SCA process continues along two parallel tracks, transmission and plant. Focus 

areas include wetland mitigation, threatened and endangered species mitigation, and the radial 
collector well impact and monitoring plan. 

Florida Department of Environmental Protection (FDEP) is currently reviewing 
transmission reports received from interested parties and agencies through January 2012 and 
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addressing conditions of certification. FPL and some municipalities are in disagreement over 
whether future cable that will be required to carry the electricity should be above ground or 
buried. FDEP has also received proposals for alternate transmission corridors from interested 
parties. These proposals are currently under review. Cost and schedule impacts are possible if 
alternate corridors are selected instead of those favored by FPL. 

Negotiations are ongoing for the Everglades National Park land exchange. A key 
component of the process, the draft Environmental Impact Statement (EIS), is expected in 
September. FPL states the draft EIS may be delayed until November 2012. FPL expects to 
complete the exchange in 2013. 

NRC COLA Review Schedule Revised 
An October 2011 NRC revision to its review process added approximately 16 months to 

the Turkey Point 6&7 schedule. The latest NRC revisions to the COLA review schedule are 
shown in EXHIBIT 7. 

EXHIBIT 7 Source: NRC Letter to FPL. October 27.2011 

FPL states that site preparation sequencing and a reduction of schedule margin allowed 
it to accommodate the change without disrupting the estimated commercial operation dates for 
Units 6&7. The company anticipates early site preparation bid and evaluation activities to begin 
in late 2012 and continue through 2013. 

FPL continues responding to safety and environmental NRC Requests for Additional 
Information and anticipates completion of RAI responses in late 2012. Hundreds of separate 
RAls have been issued by the NRC for Turkey Point 6&7, about equally divided between safety 
(including security and emergency preparedness) and environmental issues. As of May 2012, 
44 RAls remained open. 

Further Impact to the NRC COLA Review Schedule Possible 
An event that will likely impact the COLA review schedule occurred late in staff's annual 

review. In a mid-May 2012 letter to FPL, the NRC identified two significant issues impacting its 
ability to complete the COLA safety and environmental reviews. Specifically, the agency 

3 The objective for completing the mandatory hearing is four months after issuance of the FSER or FEIS; NRC letter to FPL. October 
27. 2011. Issuance of a Revised Review Schedule for the Combined License Application Review for Turkey Paint, Units 6 and 7. 
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disputed FPL seismic and alternate site analyses, finding them unclear, incomplete, or 
unsupported by the references provided.4 The NRC stated that it will continue working on all 
other areas of the COLA, but review of the two segments is halted until satisfactory revisions 
are submitted. The NRC will then issue a new COLA review schedule. In the same letter to 
FPL, the NRC requested that FPL: 

o Conduct an internal audit of its quality assurance processes and management 
oversight that was in place when FPL performed the analyses, 

[l Conduct an extent of condition quality assurance audit of the contractor that 
performed disputed analyses and any other work the contractor has performed 
on the Turkey Point 6&7 COLA, and 

o Inform the NRC of its findings and any corrective actions taken in developing it 
revised analyses.5 

Staff believes that Turkey Point 6&7 project schedule and cost impacts are likely but impossible 
to predict at this point. 

Projected In-Service Dates Unchanged 

The in-service target dates are unchanged. EXHIBIT 8 shows the schedule over time. 


Turkey Point 6&7 

Project Milestone Schedule 


PhaB8 1 Year Ago CurrentOriginal 

2007 2007Licensing Start 2007 
Finish 2012 2013 2013 

Site Preparation Start 2010 2014 2014 
Finish 2012 2016 2016 

Generation Plant Start 201'3/2015 2016 2016 
Finish 2018/2020 2022/2023 2022/2023 

Transmission Facilities Start 2010 2014 2014 
Finish 2020 2023 2023 

EXHIBIT 8 Source: Schedule TOR-7, May 2010, and DR-1.33 

While maintaining that there is currently no negative effect on Unit 6&7 in-service target 
dates, FPL states that it is experiencing some regulatory schedule variance and minor 
scheduling delays. The company undertook a complete schedule review in early 2012 to 
determine if the current timeline and internal milestones were in need of adjustments. By 
eliminating some schedule margin, FPL states that although some intermediate dates may shift, 
the overall schedule and commercial operation dates for both units remain viable. 

FPL management recognizes that schedule turbulence is possible at all regulatory levels 
and attempts to minimize it. Toward that goal , FPL states that it maintains close coordination 
with regulatory approval agencies at all levels and holds regular meetings with them and other 
interested parties. The company believes that its RAI process quickly and comprehensively 
responds to NRC inquiries, employing a review and vetting process to insure completeness. 

4 NRC Letter to FPL, May 4, 2011. NRC file MIL 120740390 
' Ibid. 
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Going forward, securing required licenses and permits will remain the near-term focus. 
FPL expects the draft EIS to be available in 2012, with the final EIS and Record of Decision 
following in 2013. FPL's expectation is that the Combined Operating License could be issued 
and the Army Corps of Engineers permit received by mid-2014. This is approximately six 
months later than anticipated a year ago. 

Estimated Cost Range Unchanged - $12.858 to $18.758 
The estimated final cost of Turkey Point 6&7 is unchanged from a year ago, remaining in 

a range from $12.85 billion to $18.75 billion.6 

2011 Project Expenditures Lower Than Expected 
FPL new nuclear project expenditures during 2011 were $23.15 million . The variance is 

$14.80 million below the original estimate of $37.95, nearly 40 percent less than forecast, and 
represents project costs deferred to the future. There were no expenditures associated with 
transmission or construction in 2011. Specific areas of lower than expected costs include: 

Licensing - Costs totaled $19.34 million compared with the earlier company estimate 
for the year of $28.79 million. Variance ($9.45 million) results primarily from lower than 
anticipated NRC and NuStart fees. Additionally, the NRC licensing process moved more slowly 
than originally forecast, exacting lower fees from FPL. Forecasted NuStart fees were not 
required for 2011.7 Unused contingency also played a role in reducing the licensing costs. 8 

Permitting - Expenditures for 2011 were lower than anticipated. Originally estimated at 
$2.42 million, the project actually spent $0.68 million. The variance ($1.74 million) resulted from 
reductions in staffing and other support due to schedule delays. 

Engineering - With an original projection of $6.75 million, actual engineering 
expenditures totaled only $3.13 million. The variance resulted from an FPL decision to defer 
the start of the underground injection well until various regulatory agency consultations were 
satisfactorily completed. 

NRC Approves the AP1 000 for Use in the United States 
In December of 2011, the NRC approved the AP1000 reactor design for use in the 

United States. In rendering its decision, the NRC stated that the design provides enhanced 
safety margins by means of simplified, inherent, passive, and innovative safety and security 
functions, and that it had also been assessed to ensure it could withstand damage from an 
aircraft impact without significant release of radioactive materials. 

Construction Contract Decision Delayed Until 2014 
FPL continues without a construction contract, believing that lack of schedule and 

licensing clarity make it advantageous to defer the decision. The company has not made a 
decision whether it is more advantageous to pursue an EPC or an EP&C contract. 9 Project 
management feels no pressure to enter into either type and believes a lack of schedule clarity 
makes it advantageous to the company to defer the decision . 

6 DR-1.3 and Docket No. 110009-EI, TOR-2 (True -Up to Original) , SDS-1 S, filed May 2,2011 and DR-1.3 
7 Witness Scroggs, Docket No. 11 0009-EI, testimony of March 1, 2012, pg 38. NuStart to be dissolved . 
8 Docket No. 11 0009-EI, T-Schedules , SDS-1, Pre-Construction , T-6B (True-up), filed March 1, 2011 
9 EPC - Engineering, Procurement. and Construction by one vendor; EP&C - one vendor for Engineering and Procurement, and a 

second vendor for Construction. 
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Although FPL may be accepting some increased craft availability risk and cost risk by 
deferment, it believes this best serves company interests , The current schedule calls for 
award ing a contract by the end of November 2014,1 0 FPL does not believe deferring a major 
construction contract negatively impacts the overall project cost or schedule. 

Long Lead Forging Reservation 
The Forging Reservation Agreement was originally signed by FPL and Westinghouse in 

2008. This reserved manufacturing capacity until December 2009 for specialized, ultra-heavy 
forgings. The original agreement included a reservation fee of $10.8 million . 

Several extensions of the original expiration date have been negotiated between the 
parties , the latest extending it through October 2012 and preserving original terms and 
conditions . Negotiations are ongoing to further extend the expiration date. FPL expects 
another extension before the current contract expires. 

FPL believes that continuing to extend the original terms and conditions meets its 
interests. Keeping the agreement reduces current costs and preserves schedule flexibility while 
maintaining a critical manufacturing slot. Extending the agreement also defers the cost of 
manufacture and eliminates storage costs FPL would incur for delivered items, It also 
minimizes exposure should FPL opt to significantly defer or cancel the project. 

FPL acknowledges risk that the agreement could be dissolved instead of extended, 
This would result in a partial refund, minus 15 percent for administration, if Westinghouse is 
able to remarket the slot. If unable to remarket the slot, FPL could lose the entire $10.8 million 
reservation fee . 

The company also acknowledges that this long lead forging manufacturing must begin 
no later than 2015 in order to meet current in-service dates, 

Joint Ownership Discussions 
FPL has complied with the Commission order to maintain regular discussions with 

prospective joint owners, conducting annual meetings and providing the Commission with 
required status reports. Potential partiCipants remain unchanged and include the Florida 
Municipal Energy Association, Florida Municipal Power Agency, Orlando Utilities Commission, 
Jacksonville Energy Association, Seminole Electric Cooperative, Ocala Electric, and Lakeside 
Electric, The latest meeting occurred in May 2012. 

New Nuclear management believes FPL will need 100 percent of the Turkey Point 6&7 
capacity for its own customers. Sharing with joint owners would diminish the amount of power 
available to FPL consumers, New Nuclear management states that serious, detailed 
discussions of joint ownership would be premature. Staff does not believe joint ownership will 
become a priority unless FPL projections for power needs drop, 

2.1.2 Turkey Point 6&7 Project Cost Estimates 
The original Determination of Need in 2007 outlined a Turkey Point 6&7 project cost 

estimate ranging from $12 ,08 billion to $17.76 billion. The total was divided into four categories : 
site selection, pre-construction, construction , and Allowance for Funds Used During 
Construction (AFUDC). See EXHIBIT 9. 

'>0 Staff Document Request D R-1 .4 
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Turkey Point 6&7 

2007 Determination of Need Cost Estimate 


Ca~ory Low High 

Site Selection (Actual) $8,000,000 $8,000,000 

Pre-construction $465,000,000 $465,000,000 

Construction $8,149,000,000 $12,124,000,000 

AFUDC $3,461,000,000 $5,160,000,000 

TOTAL $12,083,000,000 $17,757,000,000 

EXHIBIT 9 Source: Schedule TOR-2, SOS-18, May 2011 Testimony 

Current project cost estimates remain unchanged from a year ago, ranging from a low of 
$12.85 billion to a high of $18.75 billion. See EXHIBIT 10. Also unchanged is the company 
belief that the most likely outcome is that the project will be in the upper end of the range. 

-

Turkey Point 6&7 
Current Total In-Service Cost Estimate 

CategoryI Low High 

Site Selection $6,118,105 $6,118,105 

Pre-construction $229,490,909 $251,411,898 

Construction $8,974,728,121 $13,153,504,833 

AFUDC $3,642,182,163 $5,335,446,159 

TOTAL $12,852,519,298 $18,750,480,995 

EXHIBIT 10 Source: Schedule TOR-2, SOS-18, May 2011 Testimony 

Turkey Point 6&7 site selection was completed as of 2009, with actual costs 24 percent 
lower than estimated. The current range for pre-construction is 50.6 percent (lOW end) and 45.9 
percent (high end) less than the original Need Determination filing. These figures represent 
funds deferred to the construction phase when licensing and construction were decoupled in 
2010. Deferment caused an increase of $825.7 million on the low end of the construction 
phase estimate and $1 .03 billion on the high side. 

2.1 .3 Project Feasibility Analysis Supports Continuation 
Annual feasibility analyses are performed that consider multiple scenariOS, varying 

conditions, and assumptions to determine project feasibility. These analyses provide another 
layer of project accountability and management oversight. Each annual feasibility study uses 
the most current fuel and environmental forecasts, capital cost estimates, and sunk cost data. 

FPL states that the analytical methodologies and approaches used in the current 
feasibility study are nearly identical to those used in the Need Determination and every previous 
annual analysis. Prior to the annual analysis in 2011, FPL updated its analytical assumptions. 
Among the assumptions revised were: 
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o FPL's load forecast 
o Assumed in-service dates of 2022 and 2023, and 
o Financial/economic assumptions. 

By compliance with the FPSC affirmative Determination of Need Order No. PSC-08­
0237-FOF-EI, FPL updates and includes five informational categories in its annual long term 
feasibility analysis including: 

o Fuel forecasts 
o Environmental forecasts 
o Breakeven costs 
o Capital cost estimates, and 
o Sunk costs. 

The company states that its most recent feasibility analysis predicts the project is solidly 
cost-effective in five of seven scenarios, one fewer than last year's feasibility study. In the other 
two scenarios, which assumed either continued low environmental costs for at least 30 years, or 
continued low costs for natural gas and environmental compliance, combined cycle generation 
showed equivalent or slightly favorable outcomes. 

FPL believes the annual analyses strongly support continuation of the Turkey Point 6&7 
project, that it remains feasible and viable, and offers substantial benefit to the consumer 
compared to any non-nuclear alternative. 

2.2 Project Controls and Oversight 

2.2.1 Project Controls Mature 
Staff believes that the New Nuclear project controls are mature, universally well known, 

and routinely employed as intended by those responsible for Turkey Point 6&7 control and 
oversight. Controls are present in various financial and accounting systems, department 
procedures, desktop instructions, and best practices supplying oversight for project schedule 
and cost. Staff believes the controls appear to be adequate, sufficiently comprehensive, and 
responsive to the needs of the project at the current stage. 

FPL did not create any new project instructions in 2011 or delete existing ones. Internal 
audits, quality assurance reviews, and external audits performed during the past year did not 
cite any weaknesses in project instructions. 

Four project instructions were revised in 2011, including NNP-PI-03 which improved 
project document retention and records processing procedures. Revisions were determined 
necessary as a result of employee/operator input and regular update reviews. Two project 
instructions are currently scheduled for revision in 2012, including NNP-PI-06 governing New 
Nuclear correspondence with the NRC. 

White papers are used by the Turkey Point 6&7 project leadership to memorialize key 
project decisions. Management uses white papers to record the process and rationale behind 
key project decisions, preserving details for later review, recall, or regulatory oversight. 
Management believes white papers are an integral part of project transparency. 
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Over time, as the current pace of licensing ebbs and gives way to construction, FPL 
should continue to monitor, regularly assess , and adjust program controls as needed. 

The primary controls currently in use by the FPL Turkey Point 6&7 project team are: 

o Budgeting and reporting process, 
o Schedule and activity reporting processes, 
o Contract management process, and 
o Internal and external oversight processes . 

Internal and external oversight elements and processes consist of: 

:J Executive management, 
o Subordinate managers, 
o Subject matter experts (SME) and team members, 
o Mutually reinforcing schedules and cost controls, and 

C Regular updates on risk, cost, and schedule. 


The Project Controls group provides management with regular reports on schedule, 
budget, costs , vendor performance, and risks. They use Primavera-6 scheduling software, 
capable of real time updating and monitoring. Primavera can also sort data by need, producing 
customized status reports. 

In mid-2011 , FPL migrated its nuclear accounting and financial system to SAp 11 

software. SAP has components similar in nature to the former FPL system -- financial accounts, 
general and subsidiary ledgers, financial statement modules, and budget sections. Nuclear 
Business Operations (NBO) personnel validated the new system and informed operators. FPL 
believes SAP is more user-friendly, with improved reporting and uploading capabilities. No 
problems have been reported since the changeover. SAP is the only system used to initiate 
and record management approval for commitment of Turkey Point 6&7 project funds . 

FPL project managers, technical representatives, and quality assurance personnel 
continue to monitor vendor performance on a daily basis. Monitoring at various levels by 
supervisory and management personnel is intended to ensure that the performance of tasks 
assigned to vendors meets contract time and cost parameters. 

Integrated Supply Chain (ISC) sourcing specialists and contract managers monitor 
contract change orders and contractor invoicing for any anomalies. Cost or schedule items 
outside established contractual norms are routinely reported up the chain of command to the 
appropriate level(s). In this way, project risks for time and dollars are quickly identified and 
prioritized. Mitigation strategies can then be devised and solutions implemented. 

2.2.2 Risk Management Reporting 
FPL states that tracking and characterization of project risk is a central principle behind 

all project reporting. These reports include the monthly accounting variance report, vendor 
status report, or quarterly risk assessments. 

Formal risk management is focused in two specific documents. Monthly, a project 
specific dashboard tracks key project aspects that constitute major risk areas. Quarterly, a 

11 A world recognized software application, SAP is a German company, originally named Systeme, Anwendungen, Produkle, for 
"Systems Applications and Products." 
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broader review is conducted to determine and refine significant risks and associated trends. 
These are reported in the Quarterly Due Diligence Report. 

Additionally, on a monthly basis New Nuclear reports project status to the executive 
team through meetings and formal presentations. If particular situations or decisions warrant, 
Turkey Point 6&7 project leadership has the option of presenting the information to and 
obtaining the advice of the FPL Risk Committee. No such presentations were made about 
Turkey Point 6&7 project during 2011 or during early 2012. 

A monthly dashboard report was created in 2011, meshing with and contributing input to 
the Quarterly Risk Analysis. Staff requested and reviewed all Turkey Point 6&7 monthly 
dashboard reports for 2011 and through the first quarter of 2012. Monthly reports provide more 
clarity and detail, probability of occurrence for each risk, and analysis of potential project impact, 
cost, and schedule. Areas routinely assessed include: 

o 	 NRC Licensing 
o 	 US Army Corps of Engineers Permitting 
o 	 Site Certification Application 


Underground Injection Control well 

o 	 Miami-Dad County 
o 	 Development 
o 	 Project Design 
o 	 Pre-Construction Planning 
o 	 Budget 
o 	 Schedule 
o 	 Procurement 
o 	 Safety 

2.2.3 Management Oversight Continues to Evolve 
Within the New Nuclear project, no personnel changes were made in 2011 and none are 

planned for 2012. However, the company undertook a corporate reorganization in third quarter 
2011 and some project reporting relationships were modified. Nuclear and non-nuclear power 
generation project development were split, with nuclear development now under the Vice­
President for Engineering, Construction and Corporate Services. 

2.2.4 Audits Target Project Expenditures And Controls 
As part of the annual NCRC process audit, FPL Internal Audit reviewed the New Nuclear 

Audits of 2010 & 2011 Project Expenditures 
In early 2011, the Engineering & Construction - New 

Expenditures Review was performed by Jefferson Wells (now known as 
Nuclear 

examined approximately 
Areas of review incl 
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'1 
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7 
~ 

( 
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External Audits 
Concentric Energy Advisors conducted a review of project controls early in 2011 and 

cited six project subject areas in need of improvement. 12 These included shortcomings in 
procedures, reporting, and training. FPL revised management dashboard reports, updated 
invoicing checklists and approval sheets, and adopted improvements to its Cost Recovery Detail 
report to address these shortcomings. However, Mr. Reed concluded that FPL appropriately 
and prudently managed the PTN 6&7. 

2.2.5 FPL Quality Assurance Audits 
The Quality Assurance (QA) function holds vendors accountable for process and product 

quality while working for FPL. Regular oversight of vendor activity and procedures, 
development of new Quality Assurance programs, off-site inspections of key component 
manufacture, and review of New Nuclear Project procedures continues. During 2011, Quality 
Assurance assessors monitored vendor compliance with contracts and FPL procedures. No 
areas of non-compliance were noted in 2011. 

2.3 Contract Oversight and Management 

Project contractor selection methodologies and contract management policies remain 
unchanged. During 2011, FPL signed new contracts and made changes to existing ones 
through change orders. 

Three years ago, FPL decided that significant expenditures for preliminary design, 
procurement, and construction planning were premature. The company opted to defer these 
activities, concentrating instead on the licensing effort. FPL continues to believe this strategy 
provides additional risk control. 

Bechtel continues as the primary contractor for COLA and SCA support. Specialty 
engineering companies support the Army Corps of Engineers permit and other applications. 
Westinghouse/Shaw is assisting FPL and Bechtel in COLA review and RAI responses. 

FPL believes simple invoicing mistakes and vendor overcharges are quickly discovered 
by existing systems and protocols. Monthly, invoicing specialists review every invoice received 
during the month. Each is checked against current contract provisions and prevailing labor 
rates. Hours are vetted against the applicable sub-job and travel expenses are checked for 
appropriateness, applicability, justifications, and contractual relevance. 

2.3.1 Contracts Executed or Modified 
In 2011, FPL New Nuclear entered into five new contracts greater than $100,000, with 

one new contract greater than $1 million as shown in EXHIBIT 11. 

12 FPL witness Reed, Docket No. 110009-EI, testimony filed March 1,2011, Exhibit JJR-5. 
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Layne Christensen Co. 

McCallum Turner, Inc. 

Brigham, Moore, LLP 

Curtis Group 

Gunster, Yoakley & 
Stewart PA 

03/03/12 

T&M 07/01/14 

Legal Support T&M 12/31/11 

Expert Support T&M 12131111 

Expert Legal Services T&M 12131/11 

EXHIBIT 11 A Source: Staff Document Request DR-1.51 

Change orders (CO) with values over $100,000 appear in EXHIBIT 12. Eleven change 
orders greater than $100,000 were entered into with various vendors in 2011. 

Bechtel 

Advanced Nuclear Tech EPRI 

McNabb Hydro 

Golder Associates 

Golder Associates 

EcoMetrics Inc 

UIC SME 

SCA Phase 2 
PO 45005181 
SCA Phase 2 
PO 45005181 
SCA Phase 2 Support 
PO 4500518167 CO 6 
SCA Phase 2 Support 
PO 4500518167 CO 4 

Environmental Consultation 

Engineering, Cooling Water 

CO 
PO 

McCallum Tumer, Inc. 

HDR Engineering 

McCallum Turner, Inc. 

T&M 

T&M 

T&M 

T&M 

T&M 

T&M 

T&M 

T&M 

T&M 

T&M 

08/31/15 

01/28/11 12/31/13 

11/29/11 12/31/12 

03/23/11 12131111 

06/24/11 12/31/11 

09/14/11 12/31/11 

03/23/11 12/31/11 

11/29/11 12131112 

12/15/11 07/01/14 

01/03/11 04/30/11 

08/04/11 12/31/11 

EXHIBIT 12 Source: Staff Document Request DR-1.53 A. 
Open contracts signed prior to 2011 with a value greater than $250,000 appear in 

EXHIBIT 13, reflecting original contract amounts plus subsequent increases from change 
orders. Commission audit staff reviewed all single or predetermined source change orders for 

13 Value includes original contract and any subsequent change orders 
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1 
~.-. ations. No discrepancies were noted. The Bechtel contract remains the largest 

Originally signed in 2007, the contract has nearly 40 change orders. 

Source: Schedule T-7A, FPL Testimony. March 2012 

A
2.3.2 Invoice Sampling 
As part of ongoing oversight of FPL contract controls and processes, Audit Staff 

reviewed invoices for the Turkey Point 6&7 project. The sample population set consisted of 
invoices for seven project vendors and FPL membership fees for the Electric Power Research 
Institute (EPRI). The sample period was January through December 2011. 

Staff chose for review the highest invoice month for each company every quarter. The 
evaluation checked for proper authorizations, required signatures, uniform application of FPL 
invoicing procedures, and that the company appropriately challenged the vendors and pushed 
backed for any questionable charges. 

The total sampled was $5.89 million, or 56.4 percent, of the $10.44 million invoiced by 
these vendors or functions during the period . 

Staff's review indicated that invoicing policies and procedures are well understood and 
that FPL invoicing personnel followed established project practices and procedures. There 
were no major amounts in dispute. Proper approval signatures were present for invoices 
reviewed, invoice amounts were properly reconciled, supporting documentation and amounts 
invoiced were challenged where necessary, and questionable amounts were suspended from 
payment until properly supported. Supporting memos documented communications between 
FPL and the contractor regarding questionable submissions and information. 

2.3.3 Contract Management Policies Unchanged 
No revisions to contract management or selection policies were made during 2011 . 
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However, one new contract procedure was adopted by New Nuclear in January 2011 . 
NNP Procurement Guideline "Award of Critical Project Agreements" is specifically applicable to 
projects $5 million or greater in value. Among its main provisions is that proposal pricing will not 
be reviewed prior to the proposal due date and that the review must be done by two or more 
ISC members in an approximately concurrent time frame . 

FPL contract management regularly reviews existing controls and does so in an 
ongoing , systematic manner. Those controls and procedures found deficient are scheduled for 
revision. 
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3.0 Extended Power Uprates 

3.1 Key Project Developments 

3.1.1 2012 Cost Estimate Increase 
During 2011, the EPU project team continued to work on the final submission of License 

Amendment Requests (LARs), and completion of engineering modifications. In May 2011, FPL 
filed a new non-binding project estimate range of between $2.324 to $2.479 billion to complete 
the EPU project. At that time, Bechtel had completed approximately half of the design 
modification phase of the project. FPL also indicated that Bechtel's design modification hours for 
the project may increase, but could not definitively define the size and nature of potential 
increases. In November 2011, an estimate of final costs from the EPC vendor pushed the 
estimate range beyond the prior non-binding project estimate. 

As of May 2012, FPL believes final EPU project completion costs will range between 
$2.956 billion and $3.150 billion. FPL states that greater than 94 percent of the engineering 
design modification packages are 90 percent complete for the project outages, and this high 
degree of engineering completion provides greater certainty that the new non-binding project 
estimate will reflect the actual final project costs. The new project cost estimate is based on 
more refined design engineering and cost estimate information. The revised total cost range 
represents an increase of $632 million (27.2 percent) over the 2011 low end estimate range and 
$671 million (27.1 percent) over the high end of the range. Compared to the initial 2007 Need 
Determination estimate of $1.798 billion, the high end of the 2012 estimate range is $1.352 
billion greater (75.2 percent). 

EXHIBIT 14 shows newly estimated construction costs, carrying charges, and allowance 
for funds used during construction (AFUDC) from 2007 through 2012. 

EPU Cost Estimates and Percent Change 
2007 - 2012 

2807 2007 to2011 Range 2012 Range 2010 Range 2012Need (Billion)(Billion) (Billion)Category Change 
(BUlion) 
Estimate 

High High Low High HighLow Low 

$2.887Construction $1.446 $1 .900 $2.141 $2.114 $2.265 $2.696 99.7 percent 

AFUDC & 
$.352 $.153 $.158 $.209 $.214 $.260 $.263 -25.3 percent 

Carrying Costs 

TOTAL $2.053 $2.299 $2.324 $2.479 $2.956 $3.150 75.2 percent$1.798 

EXHIBIT 14 Source: May 2012 - Schedule TOR-2, and Wi/ness Jones ' Testimony 

3.1.2 Increased Megawatt production expected 
Based on detailed licensing engineering, refined design engineering modifications, and 

outage testing experience, EPU management expects to generate an additional 40 MWe (8.9 
percent) output beyond the 450 MWe estimate of May 2011. The increase in production brings 
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the total expected output from all four unit uprates to 490 net MWe. FPL has included the 490 
MWe output in its assumptions for the annual project feasibility analysis. EXHIBIT 15 provides 
a summary of the estimated capacity increases. 

EPU Estimated Increase in Capacity (MWe) 

Unit Scheduled Completion Estimated Increased Capacity (MWe) 

PSL 1 July 2012 129 

PSL 2 November 2012 115 

PTN 3 August 2012 123 

PTN4 March 2013 123 

EXHIBIT 15 Source: Document Request DR-4.11 

3.1.3 Project Feasibility Analysis Supports Continuation 
FPL conducts an annual analysis to evaluate the cost effectiveness of the project. The 

analysis determines whether the uprate project remains feasible and cost effective against 
seven different fuel and economic scenarios. In past years the project was determined to be 
favorable in all seven scenarios. However, in 2012 FPL found the project to be favorable in six 
of seven scenarios. FPL states that the seventh scenario assumes environmental compliance 
costs, or both environmental compliance and natural gas costs, remain low for at least 30 years. 
FPL believes the results of the annual analysis still confirm the uprate project remains feasible 
and cost effective. 

3.1.4 LAR Submissions 
All FPL LAR submissions to the NRC were completed in February, 2011 . The estimated 

final approval dates for each LAR are shown in EXHIBIT 16. 

EPU License Amendment Request Schedule 

UnifiLAR Submitted 
Accepted by 

NRC 
Estimated 
Approval 

NRC Review 
Progress 

PSL1 EPU LAR November 
2010 

March 
2011 

202012 Under review 

PSL2 EPU LAR February 
2011 

June 
2011 

302012 Under review 

PTN3&4 EPU LAR October 
2010 

March 
2011 

202012 
Under review; 

ACRS approval of LAR 
received 

PTN-Core Operating 
Limits Report LAR 

February 
2011 

March 
2011 

102012 
Approved 

February 2012 

PTN AST LAR June 
2009 

September 
2009 

202011 Approved 
June 2011 

PTN Spent Fuel 
Criticality LAR 

August 
2010 

August 
2010 302011 

Approved 
October 2011 

EXHIBIT 16 Source: Document Request DR-1 .2 and DR-B. 2 
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The NRC accepted four LAR submittals for review in 2011, and approved the Alternate 
Source Term LAR and the Spent Fuel Criticality LARs for Turkey Point. FPL currently awaits 
NRC final approval for the Turkey Point and St. Lucie EPU LARs. 

3.1.5 EPU outage lengths extended 
In early 2011, FPL made changes to three of the four remaining outages scheduled to 

start in 2011 and 2012. Since that time, additional changes have been made to anticipate 
contingencies and potential scope changes for each outage. 

By the end of March 2012, FPL had completed the first set of outages for all four units, 
and the second outage for St . Lucie Unit 1 was almost complete. FPL had scheduled this 
outage to be complete by April 1, 2012. However, St. Lucie Unit 1 experienced delays during 
start-up. FPL states that there is no impact on other outage schedules. 

FPL believed that the EPU modifications were completed and began reactor start-up in 
late March 2012. During start-up, reactor control rod system issues caused FPL to suspend 
activities and move the reactor to a lower mode of operation. Later in March, FPL identified 
leaks from the Main Feed Pump, which required repairs. On April 7, FPL experienced an 
additional issue with the condenser that required repairs and further delayed the outage 
completion. 

According to FPL, a steam bypass valve was not operating properly during the 
restoration of the unit to full power, and required repair. The PSL 1 output breaker was closed 
on April 21, 2012 and the unit was operating at 80% power and holding. The unit achieved 100 
percent power on May 27, 2012. At that time, FPL measured the unit output and had gained 
approximately 22 MWe. The unit will operate under the current licensed power level until the 
I\lRC approves the EPU LAR to operate at final uprated power and FPL completes a mid-cycle 
outage. 

Due to expected 1 EPU LAR until June 2012, FPL planned a 
short mid-cycle outage July. The mid-cycle outage was planned to 
change instrumentation uprate level, complete minor modifications 
necessary for operation at the uprate condition, and implement new plant processes and 
procedures for plant operations in the uprate condition. FPL estimates the mid-cycle outage 
cost to be approximately $19 million . Once the NRC has approved the EPU LAR and FPL 
completes the mid-cycle outage, the unit can begin delivering the full increased EPU output. 

EXHIBIT 17 shows the current schedule for the final outages. The number of days 
scheduled shows the target outage length and an approved contingency period. The 
contingency reflects the potential impact of additional s discoveries during implementation. 
For example, the contingency period allowed for PSL 1 is FPL explained that the start "­
and finish dates are target dates. However, if or unexpected delays are 
encountered, there is a planned contingency period allowed for each outage. 
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EPU Schedule for Final Outages 

Unit 

PSL 1 

Final Outage 
Start 

November 
2011 

Final Outage 
Finish 

April 
2012 

Number of Days 
(approved contingency) 

110 (127) 

PSL2 

PTN 3 

PTN 4 

August 
2012 

February 
2012 

November 
2012 

August 
2012 

March 
2013 

EXHI BIT 17 A Source: Dfjument Request Response, EPU DR 2L 

- ----\ I 

1. 

The issues identified in the St. Lucie 1 outage extended beyond the contingency period 
estimated for the outage. Any similar outage delays, due to construction and implementation or 
NRC LAR approval can further adversely impact the final project schedule and costs. 
Additionally, extended delays in outage completion may introduce additional replacement fuel 
costs. 

3.1.6 Work Stoppages occurring in 2010 and 2011 
Stand downs and work stoppages are used to ensure safe project work conditions and 

quality work. Both can be used to effectively manage work methods, techniques, safety and 
quality. Stand downs are generally short in nature, reinforcing certain aspects of work safety. 
Work stoppage events are generally called to make contractors aware of problems in work 
quality and adherence to procedures or practices. Generally work stoppages are longer in 
length, impact larger groups, and used to avert damage to equipment and injury or death to 
workers. Work stoppages often include re-training and re-emphasis of techniques and methods 
to complete work safely and efficiently. In some instances, personnel actions are taken to 
further enforce the importance of following standard practices, methods and procedures. 

Depending on the severity and length of these events, stand downs and work stoppages 
may create project delays and increase costs. If effectively"'managed, they can prove to be 
useful project management tools to prevent unsafe conditions or poor work quality. 

\ 

FPSC audit staff's July 2011 audit report discussed two EPU work stoppage events that 
impacted EPU project costs and schedule. These were a November 2010 work stoppage at 
Turkey Point Unit 3 and a February 2011 event at St. Lucie Unit 2. Since then, FPL has taken 
actions to settle both events with the contractors involved. EXHIBIT 18 provides a summary of 
the two events discussed in staffs 2011 report . 
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Bechtel 2010 and Siemens 2011 EPU Work Stoppages 

Work Critical estimatedVendor Date DurationStop Path Impact Cost 

No critical path 
impact; two week 13 days 

delay in post-for11/1/10Bechtel Yes outage -corrective 
demobilization;actions 

delayed pre-outage 
for PTN4 -

Extended Significant damage 
Siemens 2/11/11 Yes outage 22 and schedule/cost 

days impact -

Resolution 

for 
re­

training time during 
stoppage 

_recovered 
from Bechtel for 

.... 

FPL­

$3.5 million 

EXHIBIT 18 Source: Document Request Response, EPU DR-1.3 and DR-4.9(g) 

Bechtel 2010 Work Stoppage At Turkey Point Unit 3 
On November 1, 2010, FPL required Bechtel to halt all uprate work, curtailing plant walk 

downs being performed at the Turkey Point Unit 3 site. FPL ordered the stoppage after a 
Bechtel electrician accidentally cut into the turbine plant cooling water piping. FPL required 
Bechtel to immediately develop a human performance improvement action plan which included 
retraining of personnel. Upon completion of the corrective actions Bechtel was allowed to 
resume work on November 15, 2011 . 

According to FPL site personnel, the project incurred a two-week delay in demobilization 
activities after the Turkey Point Unit 3 initial outage. The stand down also delayed the start of 
Turkey Point Unit 4 pre-outage construction activities. 

ined the actual costs for the work sto~e _ This amount 
included for Bechtel personnel expense and __ for Bechtel subcontractor 
expense. PL explained that these costs were for training and re-emphasis to the ~rk 

, 

~ 

3 
"t 

~ 
~ 

1 
1 

force. According to FPL, Bechtel invoiced the company and was paid the __ in 'i 
accordance with the terms of the contract. 

Although FPL paid for the 'nin and re-emphasis to Bechtel and itstraili 10 
subcontract workers, FPL sepa recovered th repair cost for the damaged turbine f I 
cooling water pipe by withholding that amount from a ec tel invoice. Bechtel did not dispute 
the withheld payment and FPL considers the commercial resolution complete. 

FPSC staff has not contested the costs of this work stoppage event because Bechtel 
and FPL had existing work procedures in place prior to the event that provided specific 
instruction regarding proper grinding technique. Staff believes this event was due to human 
error and performance, not the failure of management to provide methods, procedures, and 
controls. 
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Siemens Work Stoppage At St. Lucie Unit 2 
Begun in January 2011, this first of two planned uprate outages for St. Lucie Unit 2 had 

progressed about a month when work was halted. It was determined that Siemens workers had 
inadvertently left a component of a multi-piece tool set, a metal alignment pin, inside the 
refurbished rotor stator. When energized for initial recertification testing, the stator was severely 
damaged. An immediate work stoppage was called. FPL personnel witnessed the preparation 
for the test and were present when the damage occurred. 

The damage to the stator core extended the outage completion date and resulted in 
increased costs to the project. Repair efforts required extensive replacement of damaged core 
iron within the stator. Without sufficient replacement core iron on hand, FPL had to seek 
quantities through other electrical utilities and through expedited new manufacture of core iron. 
Following repairs, Siemens satisfactorily tested the rotor stator and it was accepted by FPL. 
The unit was brought back on line on May 7, 2011. The repair lasted approximately 22 days. 
This extended the outage and may have resulted in FPL incurring replacement fuel costs. 

FPL's initial estimates for repairs were as high as $15 million. But after more cost clarity 
was achieved, the figure was reduced to approximately ___ Examination of the I 
contract and circumstances associated with the event co~ that Siemens limit of 
liability was approximately_ ement informed Commission audit staff that ~ 
Siemens eventually paid approximately 3 

FPL originally estimated its portion of the cost for the stator repair at $3.75 million. FPL 
states that this amount was later reduced to approximately $3.5 million as further cost clarity 
was achieved. This total was the result of approximately $1 .5 million in direct costs and $2.0 
million in indirect costs. 

In January 2012, FPL and Siemens signed a settlement indicati 

FPL and Siemens conducted a root cause analysis of the damage event. The report 
stated that, "although there is no direct nuclear safety significance associated with this 
condition, the foreign material if left in the generator core could have resulted in subsequent 
challenges to safety items via turbine and reactor trips .. 14. 

The root cause report cites three primary findings related to the stator core damage: 

Root Cause 1: An effective inspection was not performed by the vendor to ensure 
alignment pins were removed from the axial vent passages prior to electrical testing. 

Root Cause 2: Ineffective tool control by the vendor in the work area resulted in 
alignment pins being unaccounted for. 

Root Cause 3: Alignment pins were not designed for fail-safe installation; they could be 
lost in the ventilation passages, did not have good color contrast with the core 

14 Staff DR-2.2, Root Cause Evaluation SI. Lucie Nuclear Station, pg 11. 
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environment and were made of material that had severe ramifications if left in the
15generator.

Commission audit staff believes that this work stoppage and its associated cost and 
schedule impacts were a direct result of a series of control failures and missing controls. Staff 
believes these control failures primarily exist in three critical areas: 

Ineffective Tool Accountability: 
Department of Energy publication DOE-STD-1069-94 states that "Policies governing the 

control of tools and equipment should be clearly established. Policies and procedures should 
emphasize personnel accountability and traceability. These policies should address all aspects 
of tool control including inventory, issue, tracking, use, and return."16 

FPL acknowledges its responsibility and accountability in conducting an appropriate 
review and approval process for its vendor's procedures. The FPL Plant General Manager or 
designee (in this case, the EPU Site Director) reviewed and approved Siemens procedures and 
determined them to be adequate. 17 

However, Siemens did not have adequate tool accountability for this multi-piece tool set 
although the tool had been in the Siemens inventory for approximately 18 months and used at 
other nuclear sites. The Siemens tool room at the st. Lucie worksite signed the pin set out as a 
single item. 1\10 procedure existed to account for the individual pieces of this specific multi-piece 
tool at either sign-out or sign-in. 

Though Siemens was executing the work on behalf of FPL as its contractor, Commission 
audit staff believes the owner is ultimately responsible. FPL had reviewed the Siemens tool 
accountability procedures prior to the incident and determined them to be appropriate. An 
accountability control should have been implemented by Siemens but FPL project oversight and 
subsequent, periodic FPL quality assurance inspections also failed to detect this deficiency. 
Accountability of individual components of the multi-piece tool set would have prevented the 
alignment pin from being left behind unnoticed, avoided significant damage to the stator, 
precluded project delays, and eliminated additional costs. Either through a lack of adequate 
supervision or an inadequate application of existing controls over its vendor, FPL allowed this 
situation to exist. 

About tool accountability, the Root Cause analysis report stated: 

o 	 "Ineffective tool control by the vendor in the work area resulted in alignment pins 
being unaccounted for."18 

IJ 	 "The risk of losing alignment pins was not recognized by vendor personnel even 
though several alignment pins had to be retrieved from the vent passages with a 
magnet or vacuum during the stacking process.,,19 

15 Staff DR·2.2 , Root Cause Evaluation St. Lucie Nuclear Station, pg 3. 

16 Section 3.4.1.4, DOE·STD·1069·94, Guideline To Good Practices For Maintenance Tool And Equipment Control At DOE Nuclear 

Facil ities, June 1994, pg 7. 

17 FPL response to DR·8.1 f, DR·8.1 m, DR·8.1 n. 

18 Staff DR-2 .2, Root Cause Evaluation St. Lucie Nuclear Station. Root Cause (RC2), pg 3. 

19 Ibid ., Contributing Cause (CC2), pg 3. 


31 	 Extended Power Uprat e 

http:adequate.17


o 	 "A 'Poke-Yoke' type box for alignment pin storage would have easily shown if an 
alignment pin was missing, but was not used."20 

o 	 " ... no clearly defined process for accounting for the location of the pins. ,,21 

Lack of Oversight 
Commission audit staff believes that an evaluation of this tool set by FPL or Siemens 

would have helped maximize the safety of worksite personnel and equipment. Evaluation leads 
to development of accountability methods, worker training requirements, and proper subsequent 
use of the tool. The first time a new, multi-piece tool set is used on a particular project, 
thorough evaluation of the tool and its use should lead to adoption of appropriate safeguards. 
This was not done for the alignment pin set. 

Commission audit staff further believes that risk and possible consequences of failing to 
evaluate a multi-piece tool set in order to implement effective safeguards were known and 
knowable. Consideration of such risks for this new multi-item tool set was not demonstrated by 
either FPL or Siemens. Comprehensive measures easily implemented, capable of providing 
ongoing and universally understood supervisory controls, were also known and knowable. 
Similar controls already existed in Siemens, in FPL, and throughout the nuclear industry. In its 
initial inspection and approval of Siemens accountability procedures, FPL either did not perceive 
or appreciate the potential consequences of an accountability control failure for this particular 
tool. Subsequent FPL oversight inspections and quality assurance spot checks did not identify 
the potential risk. 

FPL and Siemens are both highly experienced in the zero-defect environment of nuclear 
power generation , construction and uprates. Both companies understand the importance and 
necessity of appropriate, robust, and comprehensive worksite controls. The lack of controls in 
this instance increased risk and probability that one or more parts of the multi-piece tool set 
could be misplaced and accountability lost. 

Among other things concerning lack of proper oversight, the Root Cause noted: 

o 	 "An effective inspection was not performed by the vendor to ensure alignment 
pins were removed from the axial vent passages prior to the electrical testing .,,22 

o 	 "The risk of losing alignment pins was not recognized by vendor personnel even 
though several alignment pins had to be retrieved from the vent passages with a 
magnet or vacuum during the stacking process.',23 

o 	 " ... pins were lost in the bore holes .... they were left for the next shift to retrieve. A 
verbal turnover was provided. He indicated that this was standard process." 24 

o 	 "Stator iron holes not inspected for foreign material.,,25 

o 	 "Foreign material isolation and control was not required ... ,,26 

20 Ibid, RC-2 Supporting Information, No. 2, pg 15. 

21 Ibid ., RC-2 Supporting Informalion, No.3, pg 15. 

Z2 Ibid , Root Cause (RC1 ), pg 3. 

23 Ibid ., Contributing Cause (CC2), pg 3. 

24 Ibid ., Attachment 3, Hazard Barrier -Target Analysis, pg 37 , 

25 Ibid ., Attachment 2, Apollo Analys is, pg 36. 

26 Ibid , RC-2 Discussion, pg 14. 


Extended Power Uprate 	 32 



o 	 "Failure to recognize significance of hazard associated with foreign material.,,27 

Inadequate Training 
Adequate training is required for the proper storage, care, accountability, use, and 

supervision of new tools introduced to the inventory. Department of Energy guidelines for 
nuclear facilities states that among other responsibilities the maintenance supervisor must train 
personnel on applicable tool control process and provides sample lesson plans 28 

According to the root cause analysis, workers and supervisors at the St. Lucie worksite 
were unfamiliar with the proper use of the alignment pins, learned to employ them without 
formal training, and developed usage techniques from their own experience or those shared by 
other workers. 

Workers or supervisors interviewed as part of the root cause analysis reported receiving 
no formal training or accountability instruction. The root cause points out that this resulted in 
these pins being used more widely than intended and for uses other than the intended purpose. 
Wider use increased the risk of losing accountability and of a mishap. 

About inadequate training, the Root Cause analysis report said: 

o 	 "Siemens front line workers and supervisors were unfamiliar with the intended 
purpose and use of the alignment pins.,,29 

o 	 "... the pins were used more widely than necessary ... which increased the 
opportunity to leave them unaccounted for.,,30 

o 	 "No training was provided on use of the alignment pin .,,31 

Discussion and Recommendation 

The bedrock principles of responsibility and accountability place overall burden squarely 
on the owner. This belief is supported by the U. S. Department of Energy (DOE) and the U. S. 
Nuclear Regulatory Commission. In a DOE-sponsored report on project risk management, it 
states, "The owner has the ultimate responsibility for identifying, analyzing, mitigating, and 
controlling project risks ... " and" ... There remains an essential role for the owner that cannot be 
delegated - the responsibility for the management of the owner's interests and the owner's 
risks." 32 Then NRC Chairman, Nils J. Diaz, in a speech concluded, "Whether poor performance 
comes from the licensee's staff or its contractor, the licensee bears the responsibility and must 
accept the consequences.,,33 

Staff believes that an evaluation of the tool set by FPL or Siemens would have identified 
key shortcomings in its design. As noted in the Root Cause Analysis, "Alignment pins were not 

27 Ibid , Attachment 3, Hazard Barrier -Target Analysis, pg 39. 

28 Section 3,3.2, DOE-STD-1069-94, Guideline To Good Practices For Maintenance Tool And Equipment Control At DOE Nuclear 

Facilities, June 1994, pg 5 

2' Staff DR-2.2, Root Cause Evaluation St. Lucie Nuclear Station, Contributing Cause (CC1), pg 3. 

30 Ibid " Contributing Cause (CC1), pg 3 

3'lbid " Attachment 3, Hazard Barrier-Target Analysis, pg 41. 

32 The Owner's Role in Project Risk Management, Board on Infrastructure and the Constructed Environment, National Academies 

Press, 2005, pg 8-9. 

33 Maintaining the Safety Management Perspective for Licensee's Contractors, Remarks by Nils. J , Diaz, Chairman, US Nuclear 

Regulatory Commission before the CNRA Regulatory Forum, June 2004 . NRC News No. S-04-011, page 3. 
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designed for fail-safe installation; they could be lost in the ventilation passages, did not have 
good color contrast with the core environment, and were made of material that had severe 
ramifications if left in the generator.,,34 

This control failure was not exclusive to either FPL or Siemens, but a shared failure to 
impose and apply appropriate, reasonable controls. More comprehensive accountability 
controls were put into place after the event, including a requirement for accountability of all 
individual pieces of this alignment pin set. Such controls were known and knowable, and in use 
for other multi-piece tools at the worksite. 35 However, they were absent for this specific multi­
piece tool set prior to the event. Commission audit staff believes such controls would have 
prevented the damage. 

Commission audit staff believes that these failures in accountability, oversight, and 
training, each stemming from known and knowable risks, led to foreseeable and preventable 
human performance failure and avoidable damage, cost, and schedule impact. As a 
consequence, audit staff recommends that the Commission should disallow FPL cost recovery 
of $3.5 million. 

Other 2011 Work Stoppages 
FPL reported five additional EPU work stoppage events during 2011. Three events 

involved Bechtel and two involved Whiting Services', a Bechtel subcontractor. Two of the five 
work stoppage events lasted an hour, one lasted two days, one lasted three days, and one 
lasted four days. All five work stoppage events were safety-related. FPL states that because 
these were fixed cost contracts and sufficient margin was built into the schedule there were no 
additional cost or schedule impacts. 

According to FPL, one other work stoppage event created additional costs for the EPU 
project. The Bechtel December 17, 2011 work stoPlMieevent at St, Lucie Unit 1 involved 147 
employees and estimated costs were approximatel All Bechtel craft and staff were J 
given a mandatory stand-down that lasted approxima e y one our. Some electrical craft, field 
engineers, and supervisors were also required to receive mandatory clearance refresher 
training and pass an examination before returning to work . This refresher training and 
examination process was completed on December 19, 2011. 

FPL stated that, under the terms of the time and materials contract between FPL and 
Bechtel, FPL is obligated to pay Bechtel for hours worked by Bechtel personnel on the EPU 
project, including hours spent in stand-down mode and in training classes. After reading an 
explanation of the event, and visiting the locations involved, FPSC audit staff believes that 
proper procedures and controls to prevent the work stoppage event were in place. However, 
Bechtel employees failed to follow procedures or instructions to the proper work location. This 
failure caused the workers to begin work at the wrong location. The Bechtel supervisor was late 
in getting to the work location, but averted a situation that could have ended in serious injury or 
death to the workers. In this case, controls were in place, but not followed by employees. A 
work stoppage to re-train the work force and reinforce safety procedures was appropriate. 

EXHIBIT 19 provides a summary of the stand downs and work stoppages from June 
through December 2011. 

'4 Ibid. , Root Cause (RC3), pg 3. 
35 FPL response to DR·8.1s. 
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EPU Stand Downs and Work Stoppages 
June - December 2011 

Critical estimatedStand WorkVendor Date Duration Path Additional DescriptionDown Stop Impact -Cost 
Bechtel imposed; 

Bechtel 6/30/11 Safety Yes 1 Hour None PTN3 fall protection 
violation 
Bechtel imposed; 

Whiting subcontractor safety8/26/11 Safety Yes 1 Hour None NoneServices violation at PTN ; no 
injuries; no damage 
Bechtel imposed; craft No 
personnel suspendedBechtel 9/24/11 Safety Yes 4 days significant 
without pay for OSHA impact 
recordable injury 
Bechtel imposed 

Whiting subcontractor fall11/4/11 Safety 3 days None NoneYesServices 

-
protection safety 
violation at PTN 
Bechtel PSL electrical 
craft worked on wrong 

Bechtel 12/17/11 2 days None motor control center; 
no injuries and no 

Safety Yes 

damClge 

3 

EXHIBIT 19 Source: Document Request Response, EPU DR-1.3 

3.2 Project Controls and Oversight 

3.2.1 Changes To Controls and Oversight 
On an ongoing basis, FPL's EPU project team makes revIsions to its EPU Project 

Instructions to reflect changes within the project procedures and controls. If necessary, each 
EPU site management team has the flexibility to implement additional meetings, procedures, 
and controls for their site . This is intended to provide consistent project instructions, procedures 
and controls, and allow site management the flexibility to reflect the level of control necessary at 
each plant site . In addition to EPU Project Instructions, EPU project management must follow 
FPL Nuclear Policies and Procedures. These procedures are directed at nuclear operations 
fleet-wide, and must be followed by EPU project management during the uprate project. 

During 2011, two new EPU Project Instructions were completed and 16 were revised. 
There were no EPU Project Instructions deleted from service. The two new instructions address 
developing the non-binding cost estimate range and the processing of obsolete and spare parts . 
There are five being considered for further revision during 2012. 

In addition to the FPL Nuclear Policies and Procedures and EPU Project Instructions, 
Bechtel also has an established set of policies and procedures that guide it in the engineering, 
procurement, and construction of the project. Bechtel's Nuclear Work Process Procedures are 
required to conform to FPL's policies and procedures, as well as all regulatory requirements for 
nuclear construction and operation. Bechtel updates these Nuclear Work Process Procedures 
as required, for consistency with FPL policies and procedures. 
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3.2.2 Project Risk Management 
The potential for risk exists with any project. The management and mitigation of risks is 

important to the successful undertaking of that project. The EPU project uses a series of 
management meetings, conference calls, and reporting tools to help identify and mitigate project 
risks. 

The Executive Vice President & Chief Nuclear Officer holds daily fleet operations 
conference calls with all FPL uprate sites. These daily calls provide all FPL sites at the fleet 
level the ability to discuss site events, exchange operational best practices, discuss similar 
operating experiences and solutions, offer insights to problematic conditions, and brainstorm 
common issues. During outage conditions, these daily calls aid EPU management in a similar 
way by considering conditions and situations experienced in other uprate projects. 

FPL identifies significant EPU project risks weekly in the Risk Registers and includes 
them in the Monthly Operating Performance Report. The probability of each identified risk 
occurring and the estimated potential cost impact determine the weighted cost value assigned. 
Mitigation activities and strategies are developed and assigned to specific project team 
individuals for risk resolution. When each risk is satisfactorily mitigated, the risk is closed in the 
Risk Registers and removed from the total risk potential estimated for the project. 

Project risks are updated and vetted in periodic Key Supplier Meetings that include 
vendor management, FPL executive management, and EPU project management 
representatives. FPL conducts a weekly meeting with the Executive Vice President Nuclear 
Division & Chief Nuclear Officer to update FPL senior level management of project risks and 
mitigation strategies employed. The Vice President of Uprates also provides project updates to 
the Nuclear Board Committee periodically to keep the NextEra Board of Directors apprised of 
project status, outage preparation, and project readiness efforts . 

3.2.3 Internal/External Audits and Investigations 
FPL Internal Audit annually determines its audit schedule after coordination with FPL 

executive and EPU project management. To ensure Internal Audit resources are used most 
efficiently, some audits have been contracted to external companies with appropriate expertise. 
FPL Internal Audit also completes unscheduled investigations as the need occurs. The audits 
and investigations completed during 2011 and planned for 2012 are discussed below. 

2011 Audits and Investigations 
In 2011, four audits and two investigations were conducted regarding the EPU project. 

The four audits consisted of three scheduled audits and one EPU self audit. Scheduled audits 
included the annual EPU expenditures audit, conducted by Experis under FPL internal audit 
oversight (May) , the Bechtel vendor audit completed by FPL internal audit (December) , and the 
Concentric Energy Advisors audit of EPU and PTN 6&7 project controls. The EPU self-audit 
completed by EPU staff examined augmented staff timekeeping processes at Turkey Point 
(November). EXHIBIT 20 is a summary of the EPU audits and investigations conducted during 
2011. 

Extended Power Uprate 36 



EPU Internal/External Audits , Investigations, and Reviews 
2011 

Audit! InternallReviewer Investlgationl Completion SubjectExternal 

2010 annual 
Reviewed sample transactions related to project audit of EPU

Exp~ris External May expense reporting , invoices, and payroll
project 

processes.' . 
FPllnternal 

Internal September
Audit 


FPllnternal 

Internal November

Audit 


EPU staff Self Audit 
 Internal November 

FPllnternal Vendor audit of 
Internal December

Audit EPC contractor 

March
Concentric 

Review of EPU 2012 Reviewed EPU system of internal controls in
Energy External

project controls submitted as 2011
Advisors 

testimo 
EXHIBIT 20 A Source: Documfj t Request Response DR-1.15 

The audit of 2010 EPU project expenditures was conducted by Experis Manpower 
Group (previously Jefferson Wells) under the direction of FPL Internal Audit and completed in 
May 2011. Sample transactions related to and " 

u\..':""~..::;., were reviewed. The audit It. 
I} 

I'f 
I ~ 
I~ 

1 
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In November 2011, a self audit report of Turkey Point outsource staffing used to 
augment project resources was completed by EPU staff. The audit was conducted in 
conjunction with a change of time keeping systems at the site, during the first week of July. The 
audit reviewed contractor hours logged at gate facilities against those submitted on timesheets. 
Some discrepancies were identified, but later reconciled by supervisors as proper entries. The 
audit concluded there were no findings of unauthorized contractor or supervisor time entries, 
and no timekeeping overcharges occurred. 

Concentric Energy Advisors, Inc. completed a review of FPL's EPU project controls 
during 2011. According to testimony filed by FPL witness John J. Reed, this review was 
conducted by Concentric employees from December 2011 through February 2012. The review 
of EPU project controls covered the period January 2011 through December 2011. Mr. Reed 
concluded that FPL appropriately and prudently managed the EPU Project in 2011. 

2012 Audits and Investigations 
In 2012, three audits and three investigations were conducted for the EPU project. The 

three scheduled audits were conducted by Experis and FPL Internal Audit. Experis completed 
the annual EPU expenditures audit (May), and the Bechtel contract audit (May). The 
Shaw/Siemens vendor audit was scheduled to be completed by FPL's internal audit department 
in third quarter 2012. EXHIBIT 21 is a summary of the EPU audits and investigations scheduled 
to be conducted during 2012. 
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Internal 10 

External May 2012 

External 20 

Internal 20 

Internal .30_ 

Internal 30 

Experis 

Experis 

FPL Internal 
Audit 

FPL Internal PSL Per Diem 
Audit investigation 

EXHIBIT 21 Source: Document Request Response DR-1. 15 B 

The audit of 2011 EPU project expenditures, under the direction of FPL Internal Audit , 

Experis was also conducting an audit of EPC contracts at Turkey Point and st. Lucie 
sites during 2012. The report was expected to be complete in the 20 2012. Staff will review the 
FPL Internal Audit report and findings upon completion and will discuss any significant findings 
in the 2013 FPSC staff audit report. 

'l., 
~(} 

The audit was not "1 
Staff will review the FPL Internal Audit 
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report and findings upon completion and will discuss any significant findings in the 2013 FPSC 
staff audit report. 

FPL Internal Audit scheduled an additional vendor audit for one of two other major EPU 
contractors during 2012. This audit will be similar to the EPC vendor audit completed in 
December 2011 . The report is expected to be issued in the 3Q quarter 2012. Staff will review 
the FPL Internal Audit report and findings upon completion and will discuss any significant 
findings in the 2013 FPSC staff audit report. 

FPSC Staff will follow up on this 't 

2. 
J 

investigation in the 2013 staff audit report. 

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

major non-safety projects valued greater than $100,000. Quality Assurance staff assigned to 
each site conducts quality surveillances and work inspections, provide daily quality summaries, 
and prepare safety-related nuclear oversight reports. Other Quality Assurance staff members 
are responsible for completing off-site vendor oversight, including reviews of specifications, 
manufacturing processes, and delivery of safety-related equipment. 

FPSC audit staff reviewed the FPL QA Daily Quality Summaries for the period January 
2011 through March 2012. Forty eight of 149 (32 percent) St. Lucie EPU Quality Assurance 
summaries and 24 of 88 (27 percent) Turkey Point summaries contained unsatisfactory issues. 
During 2011, FPL QA reported weaknesses in some vendor quality procedures, controls, and 
vendor supervision of manufacturing processes. 

For example, a Daily Quality Summary for Turkey Point identified an issue with the 
Moisture Separator Reheater Tubing Fabrication having inadequate manufacturing practices 
and packaging resulting in foreign material entering the tubes. This required further FPL QA 
action and oversight with the manufacturer to remedy the condition . Condition Report 1680716 
and two vendor findings were written to document the issues identified. 

A Daily Quality Summary for St. Lucie identified housekeeping deficiencies existed in the 
Bechtel workshop used for prefabrication of EPU project components. The report stated that 
deficiencies were brought to the attention of the Bechtel General Foreman and FPL supervision, 
and prompt actions were taken to correct the inadequate condition. Condition Report 1659268 
was issued to document the condition identified. 

FPL QA states that it has addressed these safety-related issues through additional 
oversight and corrective vendor cooperation. According to FPL Quality Assurance, there were 
no unresolved major safety-related quality assurance issues impacting the projects during 2011 . 
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ceo 
Compliance, one was in OrganIzation and Management, one was in Responsiveness 

and Cooperation, and one was in Safety. 

3.3 Contract Oversight and Management 

Contract oversight and management responsibilities are shared between the EPU 

Contracts Group, Project Controls, site technical representatives, and the Integrated Supply 

Chain (ISC) . ISC also provides long-lead procurement, contract management, and 

administrative support. Periodic evaluations of major contractors are completed to document 

overall performance. Nuclear Business Operations also provides project assistance with capital 

versus 0&1\11 and "separate-and-apart" accounting decisions, as well as scope changes greater 

than $250,000, invoice coding, accrual reporting, and budget variance reporting. 


3.3.1 Bechtel Performance Evaluation 
FPSC staff reported that in 2010 FPL completed two vendor evaluations for Bechtel with 

_ at Turkey Point and ____at the St. Lucie site . In 2011 , FPL 
conducted one new Bechtel perfor~ evaluation was a progress report on 
the EPC vendor's performance at Turkey Point. The results were _ at Turkey Point "1­

_ 	 Results were measured in six categories with between two and six evaluation factors as 3 
shown below: 

o Quality of Work (six) 
o Schedule Compliance (two) 
o Organization and Management (three) 
o Responsiveness and Cooperation (two) 
o Safety (four) 
o ALARA (three) 

The twenty factors were each rated between one and five, one being the lowest and five R 
for each evaluation factor. Bechtel had five . "J.. 

and two ratings ) 
Of the seven, were were n £, 

Comments regarding Bechtel performance included:36 

o 

o 

o 

o 

o 

o 

7 

10 

1/ 
11. 

I;' 

16 All comments from Contractor Evaluation Report, December 2011, page 2 of 3. 
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FPL states that while there have not been specific corrective actions taken as a result of 
the contractor evaluation, there have been corrective actions taken as a result of events 
described in the contractor evaluation. FPL says that the company continues to implement 
stand downs and work stoppages when Bechtel quality of work, schedule compliance, 
responsiveness and cooperation, and safety, are in question. FPL added that although some 
engineering milestones did not complete as planned, the overall engineering was completed in 
support of implementation outages and that overall project schedule objectives are being met. 

FPSC audit staff believes the comments in the Turkey Point Bechtel vendor evaluation 
indicate Staff is concerned that FPL 
com 
_ that that indicate the 
potential for further project delays and contin 

3.3.2 Single/Sole Source Justifications 
FPSC audit staff reviewed 39 single/sole source justifications completed in 2011 for the 

St. Lucie site and 22 for the Turkey Point site. An additional ten justifications were reviewed for 
2012. The justifications comply with FPL procedural requirements for a third party to 
understand the rationale for single sourcing the work, rather than using competitive bidding. 
The overall volume and quality of information supplied in FPL single/sole sourcing justifications 
showed improvement during 2011. 

3.3.3 Contracts Greater Than $1 Million 
In 2011, FPL reported 158 EPU contracts with values $250,000 or greater. During the 

year, nine contracts closed and 18 were inactive. Fifty-seven contracts were newly signed in 
2011 and valued at $100.6 million. Nineteen were valued at greater than a million dollars. 
Contracts greater than a million dollars totaled $81.8 million and represent 81.3 percent of the 
total new contract dollars in 2011. Twelve contracts were single sourced, three were original 
equipment manufacturer, and three were competitive. One replaced a prior existing contract 
with the same vendor. See EXHIBIT 22 for more details on contracts greater than one million 
dollars. 

~ 


, ') 

~ 
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EPU Contracts Greater Than $1 Million 

Executed in 2011 


Vendor 

Single Source 

EXHIBIT 22 Source: Schedule T-7A, Witness Jones, May 2012 A 
3.3.4 Invoice Sampling 
FPSC staff auditors completed a review of EPU contract invoices. The sample invoices 

were submitted during the period January through December 2011. Invoices for the four major 
contractors, long lead material, and implementation support functions were selected. Staff 
reviewed the highest invoice month in each quarter. 

These invoices represented $153.3 million (46.2 percent) of the $332.2 million invoiced 
for St. Lucie and $145.5 million (41.4 percent) of the $351.4 million invoiced for Turkey Point. 

The results of FPSC staff's invoice review showed that FPL's handling of EPU contract 
invoices for the project followed established project practices and procedures. Proper approval 
signatures were present for invoices reviewed, invoice amounts were reconciled, data was 
challenged where necessary, and questionable amounts were held for payment until 
researched. Invoice support documentation sufficiently evidenced the amounts invoiced, and 
any amounts under question. Supporting memos documented communications between FPL 
and the contractor invoicing agent regarding questionable submissions and information. 

3.3.5 Contract Management and Oversight 
Contract management responsibilities and processes were essentially unchanged during 

2011. Contract management and oversight are shared responsibilities of the EPU Project Site 
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Manager and Technical Representatives/Contract Coordinators who administer site services. 
At the completion of authorized work, the Technical Representative/Contract Coordinator is 
responsible for verifying that the contractor met all obligations and determines if any outstanding 
contract deliverables exist. These representatives determine whether billed work is completed 
satisfactorily, make sure the level of approval necessary for invoice payment is present, and 
close out the contract when all work is completed. If contract work has not been completed as 
specified in the contract, the vendor invoice is denied and the work must be completed before 
payment is made. 

Bechtel interfaces with both EPU Project and site management to provide contract 
oversight during the project for its subcontractors. As the EPC contractor, Bechtel coordinates 
the work of co'ntractors toward the completion of the construction and testing portion of the EPU 
project. Bechtel is also responsible for providing nuclear work procedures, performance 
indicators, and monitoring on-site subcontractors. FPL reviews these procedures to ensure they 
conform to FPL procedures and requires Bechtel to update them when necessary. 

3.3.6 EPC Contract Oversight 
FPL and Bechtel both are responsible for managing the Engineering, Procurement, and 

Construction (EPC) contract for the duration of the St. Lucie and Turkey Point Uprate Projects. 
This means that FPL and Bechtel Project Director/Managers resolve any matters relating to 
EPC contracts. The Contract Change Control Process for documenting contract scope, 
schedule, and cost changes is documented in each site's EPC contract. 

Any changes to the EPC contract scope are handled through project scope change 
requests or negotiated contract revisions. Change requests are submitted to the FPL Site 
Project Managers by Bechtel. These change requests are reviewed and vetted by the site 
managers and the Site Director for approval or denial. Approved project scope change requests 
become part of the increased scope documents for the contract. Contract revisions also revise 
major project scope, contract provisions, and revised conditions for the project. 

Becht~acts for the St. Lucie and T~ Point 
approximatel_ These two contracts represent _percent of the 
value of EPU project contracts. The combined EPC contract expenditures in 2011 were 
million. A portion of the increased EPC contract costs reflect increased project scope ide 
through more refined engineering of design modifications, regulatory changes and delays to 
licensing, and the increase in construction being implemented. 

FPL states, and monthly performance reports confirm, that Bechtel has been slow to 
meet scheduled engineering work timeframes associated with outage modifications, which only 
exacerbates the issue of increased costs. Bechtel's inability to meet project dates has impacted 
outage scope, length, and schedule. FPL required Bechtel to add additional contractor 
resources in 2011 to improve the quality and timeliness of outage engineering modification 
packages. Bechtel's estimated end of contract costs for the project showed that considerable 
additional costs are forecast for the EPU project. FPL continues to negotiate with Bechtel to 
reduce those estimated costs. 

NRC LARs have impacted EPC project costs through creating delays in outage schedule 
timing and length. Regulatory changes impact the EPC contractor by adding project scope to 
meet NRC license requirements and LAR approval schedules. Additional modifications to the 
uprate scope require more engineering and construction resources and further increase EPC 
time and resource costs. 
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4.0 Conclusions 


4.1 New Construction, Turkey Point 6&7 

FPL states that it remains committed to pursuing the option to build two new AP1000 
nuclear reactors, Turkey Point Units 6&7, and continues to use a deliberate and incremental 
project management approach focused on licensing . Licensing remains the critical path. 
Achieving COLA approval is FPL's primary near term focus. 

The new nuclear project timeline endpoints remain unchanged from a year ago. An 
NRC review of FPL's COLA milestone schedule added 11 months to the FSER completion date 
and 16 months to the FE IS completion date. The same study, however, targeted completion of 
the COLA process five months earlier than FPL's current project schedule. Due to the shifts in 
the FSER and FEIS completion dates, FPL reevaluated possible downstream schedule 
turbulence. FPL believes further delay is possible, but that the completion of Unit 6 in 2021 and 
Unit 7 in 2022 remains achievable. Start-up for each unit follows a year later, in 2022 and 2023 
respectively. 

The Turkey Point 6&7 project cost estimate range remains unchanged from last year. 
The low end of the range is $12.85 billion and the high is $18.75 billion . FPL states that its 
feasibility analysis shows the project is solidly cost-effective in five of seven scenarios, one 
fewer than last year's feasibility study. 

Total pre-construction expenditures for 2011 totaled $23.2 million, $14.8 million below 
estimates. The variance stems from lower than anticipated costs and shifting some tasks to 
later project phases. 

The Turkey Point 6&7 COLA was submitted to the Nuclear Regulatory Commission 
(NRC) in June 2009 and continues to move through the review and approval process. The 
current FPL project timeline predicts approval by June 2014. 

At the federal level during 2011, FPL continued to respond to NRC requests for 
additional information (RAI) and updated their COLA with Revision 3. The NRC approval review 
is underway but in mid-May 2012, the NRC identified two significant issues impacting its ability 
to complete the COLA safety and environmental reviews. The agency disputed FPL analyses 
for (1) geology, seismology, and geotechnical engineering and (2) the alternative sites. The first 
disputed area impacts the COLA safety review and the second affects the environmental 
review. The NRC cited the analyses as unclear, incomplete, or unsupported by the references 
provided. The NRC will continue its COLA evaluation in all other areas, but review of these two 
segments is halted until satisfactory revisions are submitted. The NRC will then publish a new 
COLA review schedule. The NRC also requested that FPL conduct an internal audit of quality 
assurance, informing the NRC of any findings and corrective actions. Turkey Point 6&7 project 
schedule and cost impacts are unknown at this paint. 

At the state level , Site Certification Application (SCA) received a declaration of 
completeness and is currently moving through the review process. Local permitting is taking 
longer than expected. Uncertainty over when regulatory approvals will be received exists and 
staff believes some additional schedule shift may occur. 
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Based on the current project schedule, FPL believes that a comprehensive construction 
contract will be awarded no later than November 2014. Whether it will be an Engineering, 
Procurement, and Construction contract with a single vendor, or the Engineering and 
Procurement portion with one vendor and the Construction portion of the contract with a 
separate vendor is undecided. FPL has not engaged in any preliminary discussions and no 
talks are currently scheduled. Staff believes the window of opportunity is still relatively distant 
but should be executed by November 2014 to avoid negatively impacting project schedule. 

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

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

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

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

4.2 Extended Power Uprates 

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

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

According to FPL, EPU project management began evaluating whether to reschedule 
the remaining outages in March 2011, and finalized a revised schedule by June. FPSC Audit 
Staff's July 2011 report expressed concern about potential schedule shift and delays caused by 
longer and more complex second outages and added LAR engineering costs. Shortly after 
publication of staff's 2011 report , FPL adjusted the remaining outage dates and durations. Due 
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to the adjustments, the uprate project completion was rescheduled from late January to March 
2013. 

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

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

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

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

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

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