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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Nuclear Cost ) Docket No. 160009-E1
Recovery Clause ) Filed: June 10, 2016

FLORIDA POWER & LIGHT COMPANY’S REQUEST
FOR CONFIDENTIAL CLASSIFICATION OF AUDIT REPORT NO. PA-16-01-002

Pursuant to Section 366.093, Florida Statutes, and Rule 25-22.006, Florida
Administrative Code, Florida Power & Light Company (“FPL”) requests confidential
classification of portions of Audit Report No. PA-16-01-002, titled “Review of Florida Power &
Light Company’s Project management Internal Controls for Turkey Point 6 & 7 Construction”
(“Audit Report”). In support of its request, FPL states:

1. During its review of FPL’s internal controls, Staff was provided with various
confidential documents and confidential information. By letter dated May 20, 2016, Staff
conducted a preliminary exit conference for the Audit Report, which includes confidential
information provided by FPL. Pursuant to Rule 25-22.006(3)(a)2, FPL is required to file a
Request for Confidential Classification within 21 days of the exit conference letter.
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 consists of a copy of the confidential pages on which all
information that FPL asserts is entitled to confidential treatment has been highlighted.
b. Exhibit B consists of a copy of the confidential pages on which all

information that FPL asserts is entitled to confidential treatment has been redacted.



c. Exhibit C is a table containing an identification of the information
highlighted in Exhibit A, together with references to the specific statutory basis or bases
for the claim of confidentiality and to the affidavit in support of the requested
classification.

d. Exhibit D includes the affidavits of Brenda Thompson and Antonio Maceo
in support of this 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.
Section 366.093(3), Florida Statutes, defines confidential information as information that is
intended to be and is treated by the company as private in that disclosure of the information
would cause harm to the company’s business operations or its customers, and has not been
disclosed publicly. The confidential information is intended to be and has been treated by FPL
as private, its confidentiality has been maintained, and its disclosure would cause harm to FPL
and its customers. Pursuant to Section 366.093(3)(2), 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 D indicate, some of the information in the Audit Report is
proprietary, confidential business information. Certain information contained in the Audit
Report is related to reports of FPL’s internal auditors. The confidential status of internal auditing

scope, process, findings, and reports supports full and frank internal disclosure. This information



is protected from public disclosure by Section 366.093(3)(b), Florida Statutes. Additionally,
information contained in the Audit Report includes contractual pricing 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 by Section 366.093(3)(d), Florida Statutes. This
information is also competitively sensitive, and its disclosure could impair the competitive
business of FPL or its vendors. Such information is protected 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 (2015).

WHEREFORE, FPL respectfully requests confidential classification of the material
described herein.

Respectfully submitted,

Jessica A. Cano

Senior Attorney

Florida Power & Light Company
700 Universe Boulevard

Juno Beach, FL 33408

Telephone: (561) 304-5226
Facsimile: (561) 691-7135

By: [!ng Lo @4!4&(2
Jessica A. Cano

Fla. Bar No. 0037372
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CERTIFICATE OF SERVICE
DOCKET NO. 160009-EI

I HEREBY CERTIFY that a true and correct copy of FPL’s Request for Confidential
Classification of Audit Report No. PA-16-01-002* was served electronically this 10th day of

June, 2016, to the following:

Kyesha Mapp, Esq.

Margo Leathers, Esq.

Division of Legal Services

Florida Public Service Commission
2540 Shumard Oak Blvd.
Tallahassee, Florida 32399-0850
kmapp@psc.state.fl.us
mleather@psc.state.fl.us

Matthew Bemier, Esq., Sr. Counsel
106 East College Ave., Suite 800
Tallahassee, Florida 32301-7740
Matthew.bernier@duke-energy.com
Attorney for Duke Energy Florida, Inc.

Jon C. Moyle, Jr., Esq.

Moyle Law Firm, P.A.

118 North Gadsden Street

Tallahassee, Florida 32301
jmoyle@moylelaw.com

Attorney for Fla. Industrial Power Users Group

Patricia A. Christensen, Esq.
Associate Public Counsel
Office of Public Counsel

The Florida Legislature

111 West Madison Street,
Tallahassee, Florida 32399
christensen.patty@leg.state.fl.us
Attorney for the Citizens of the State of Fla.

Room 812

Dianne M. Triplett, Esq.

299 First Avenue North

St. Petersburg, Florida 33701
dianne.triplett@duke-energy.com
Attorney for Duke Energy Florida, Inc.

Victoria Méndez, City Attorney

Xavier Alban, Assistant City Attorney

Christopher A. Green, Senior Assistant
City Attorney

Kerri L. McNulty, Assistant City Attorney

City of Miami

444 S.W. 2nd Avenue, Suite 945

Miami, FL 33130-1910

vmendez@miamigov.com

xealban@miamigov.com

cagreen(@miamigov.com

klmenulty@miamigov.com

yillescas@ miamigov.com (secondary

email)

Attorneys for City of Miami



James W. Brew, Esq. George Cavros, Esq.

Laura A. Wynn, Esq. 120 E. Oakland Park Blvd., Suite 105

Stone Mattheis Xenopoulos & Brew, P.C. Ft. Lauderdale, FL. 33334

1025 Thomas Jefferson St., N.W. george(@cavros-law.com

Eighth Floor, West Tower Attorney for Southern Alliance for Clean
Washington, D.C. 20007 Energy

jbrew@smxblaw.com

law@smxblaw.com

Attorneys  for  White Springs Agricultural
Chemicals, Inc. d/b/a PCS Phosphate — White
Springs

Robert Scheffel Wright, Esq.
John T. LaVia, III, Esq.
Gardner Bist 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

By: MMM
Jessica 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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1.0 Executive Summary

1.1 Turkey Point 6&7 Project at a Glance

¢+ Licensing remains the focus of FPL activity and COLA approval is expected
in the fourth quarter of 2017.

+ Upon COLA approval, FPL will shift project focus to maintaining approved
licenses, permits, and certifications.

+ Upon receiving the Commercial Operating License FPL no longer plans to
immediately request Commission permission to begin preconstruction
activities and construction contract negotiation.

¢ Third District Court of Appeals reversed and remanded portions of the 2014
Site Certification Order.

+ Estimated project cost remains in the range of $13.7 billion to $20.0 billion.

1.2 ”Audit Exeqcution

1.2.1 Purpose and Objective

This audit addresses project internal controls and management oversight used by Florida Power
& Light Company (FPL or the' company) in managing the Turkey Point 6 & 7 (PTN6&7)
project. The primary objective of this audit was to provide an independent account of project
activities and to evaluate internal project controls. Information in this report may be used by the
Commission to assess the reasonableness of FPL cost-recovery requests.

Commission audit staff published previous reports in 2008 through 2015, each entitled Review of
Florida Power & Light'’s Project Management Internal Controls for Nuclear Plant Uprate and
Construction Projects. These previous reports are available on the Commission website at
www.floridapsc.com.

1.2.2 Scope

The period of this review is January 2015 to May 2016. Staff examined the adequacy of FPL
project management and internal controls for the PTN6&7 project. The internal controls assessed
are related to the following key areas of project activity:

Planning

Management and organization

Cost and schedule controls
Contractor selection and management

> ¢ ¢ o
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¢ Auditing and quality assurance

Comprehensive controls are essential for successful project management, However, adequate and
comprehensive controls are ineffective if not actively emphasized by management, embraced by
the organization, and subject to oversight and revision. Proper internal controls minimize risk,
enhance its mitigation and management, and aid efficient, reasoned decision making.

Risk must be timely and accurately identified, with adequate safeguards created, vetted, and
actively in use to provide prevention or mitigation. Prudent decision making also plays a key role
in project management, resulting from well-defined processes addressing identified project risks,
expectations, and cost. Effective communication, adherence to clear procedures, and vigilant
oversight are also essential to ensure prudent project decisions.

The primary standard used by Commission audit staff for review of FPL internal controls

associated with the PTN6&7 project is the Institute of Internal Auditors® Standards for the
Professzonal Practice of Internal Auditing and Internal Control - Integrated Framework, Staff’s
audit work is performed in compliance with Institute of Infernal Auditors Performance Standards
2000 through 2500. This set of standards was developed by the Committee of Sponsoring
Organizations (COSO) of the Treadway Commission. Staff's internal control assessments
focused on the COSO framework’s five Key, interrelated elements of internal control:

Control environment

Risk assessment

Control activities

Information and communication
Monitoring

> * ¢ S+ o

To maximize operational effectiveness and efficiency, reliability of financial reporting, and
compliance with applicable laws and regulations, all five components must be present and
functioning in concert to conclude that internal controls are effective.

1.2.3 Methodology ’
Initial planning, research, and data collection occurred from December 2015 through January
2016. Staff interviewed FPL project management in April 2016.

Audit staff conducted additional data collection and analysis from January through May 2016.
Staff also reviewed project internal audits and company testimony, discovery, and filings in
Docket No. 160009-EL Staff collected and analyzed a large volume of information, including:

Policies and procedures

Organizational charts

Project timelines

Vendor and contract change orders and updates
Vendor invoices

Internal and external audit reports

* ¢ o & & o0
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| 1.3 Commission Audit Staff Observations

Based upon its information gathering and analysis, Commission audit staff developed the
following observations regarding the Turkey Point 6&7 project:

¢ Project internal controls, risk evaluation, and management oversight are
adequate and responsive to current project requirements.

+ Invoicing policies and procedures are adequate, universally understood and
followed.

¢ Contracts and contract change orders (CO) adhered to FPL procedures and
included all required justifications.

¢ The process by which FPL reached its decision to delay pre-construction
activities was reasonable.

3 EXECUTIVE SUMMARY



2.0 New Construction - Turkey Point 6&7

FPL maintains the characterization of its project management as careful and deliberate, creating
an option to build two new AP1000 nuclear reactors designated as Turkey Point Units 6 and 7.
The project critical path remains licensing, unchanged from 20135.

Throughout 2015 and to date in 2016, FPL continued to focus on obtaining COLA approval from
the Nuclear Regulatory Commission (NRC). Approval is expected in the fourth quarter of 2017.

2.1 Key Project Developments

In 2015, the State Siting Board’s May 2014 Final Order of Site Certification was chalIenged in
the courts by four appellants including the City of Miami and Miami-Dade County, opposing the
Board decision allowing FPL fo build and operate two new nuclear units at Turkey Point, the
required support facilities, and approximately 88 miles of new transmission. In April 2016, the
Third District Court of Appeals teversed and remanded portions of the Site Certification, citing
the Siting Board’s failure to consider applicable local land development regulations, its
inaccurate perception that the Board lacked the authority to require underground installation of
transmission lines at FPL expense, and that the Siting Board incorrectly interpreted county
environmental regulations as zoning issues. A final legal resolution and its timing are currently
unclear. Commission audit staff believes that additional project delay from the reversal, remand,
and ongoing legal challenges is possible.

Though there is now further project delay, FPL states that the PTN6&7 project cost estimate
remains in a range from $13.7 billion to $20.0 billion. This cost range assumes commercial
operation dates determined a year ago, of 2027 and 2028, dates the company is now unlikely to
meet. A revised, accurate cost estimate is necessary, reflecting changed operational dates,
factoring in inflation and other costs associated with the new delay.

2.1.1 Significant Events

Schedule Change
During 2015, FPL initiated a review of 18 critical project tasks to assess project schedule,
scope, and assumptions. The first phase of the review prov1ded insight into the Level 1 baseline
schedule and project activities. Two more phases of this review will be completed during mid-
2016.

During March and April 2016, FPL reconsidered its planned actions after the COL is received.
One of the primary factors considered was recent industry experience from the Vogtle and
Summer AP1000 construction projects. Though both projects are approximately 60% complete,
substantial uncertainty exists about remaining costs and potential challenges. FPL continues to
place value on incorporating lessons learned, to improve the reliability of cost and schedule
estimates. Other factors considered were general economic conditions, potential emission
control legislation, and fuel price projections.

5 TURKEY POINT 6&7



FPL decided that upon receiving the Commercial Operating License it will not immediately
request Commission permission to begin preconstruction activities. Upon obtaining the COL
from the NRC, FPL intends to shift project focus to maintaining the COL and other approved
licenses, permits, and certifications. Both construction contract negotiation and construction
activities will be delayed approximately three years.

Exhibit 1 shows the current estimated project timeline, indicating the potential delay for the
construction phase.

Florida Power & Light Company
Turkey Point 6 & 7 Estimated Timeline

20 2024 2022 26 2027 2028 2029 2030 2031

pmen
Coni I———
Land Use Heasing A ol

b Review
Shta-C n Order L.

Initial Reviews.
[Safety Review .
Environmenta] Review —

1 To be determined pending resolution of April 20, 2016 Third DCA Opinion
2 Assumes a contested hearing

mee Project Delay TED

wam FPL 2015 Estimate

EXHIBIT 1 Source: FPL Response to Document Reguest 3.1

State Site Certification Appeal
The City of Miami, Miami-Dade County, and other parties challenged in the Third District Court
of Appeals the State Siting Board’s 2014 Final Order authorizing FPL to construct two new
nuclear units and approximately 88 miles of transmission lines. The appeals were combined into
one docket, with oral arguments heard in September 2015.

In April 2016, the Court reversed and remanded portions of the Final Order of Site Certification,
citing the Board’s failure to consider applicable local land development regulations, an erroneous
perception of the Board that it lacked authority to require undergrounding of transmission lines at
FPL’s expense, and opining that the Siting Board incorrectly interpreted county environmental
regulations as zoning issues.

FPL states that a specific review aimed at determining a favorable resolution of the Site
Certification will take place in the near term. Date for completion of the review, length of the
review, and recommended actions are uncertain at this time.

TURKEY POINT 6&7 6




Staff believes that additional project delay stemming from the reversal and remand, as well as
future legal challenges, is possible.

COLA Status
Licensing remains the focus of FPL efforts. FPL states that the NRC COLA reviews are largely
complete, and the processes to obtain approval are ongoing. The NRC has delayed the
anticipated date for COLA approval from March 2017 to an undetermined date in late 2017.

Other Federal Applications, Approvals, or Certifications
NRC reviews for the FPL COLA are nearly complete and the necessary Army Corps of
Engineers (ACOE) reviews parallel the NRC COLA review. The Land Exchange Agreement
between FPL, the National Parks Service, and the Army Corps of Engineers was signed in March
2016 and a closing date is expected in November.

The Advisory Committee on Reactor Safeguards review of COLA safety aspects is expected in
September, followed by publication of the Final Safety Evaluation Report in November.

The NRC’s Final Environmental Impact Statement (FEIS) is also expected in October 2016 but
FPL admits that the date could be extended because the NRC is considering comments
associated with a saltwater plume extending under currently existing Turkey Point cooling
canals. These comments will be addressed in the FEIS.

On April 21, 2016 the Atomic Safety and Licensing Board issued an order requiring an
evidentiary hearing, over a contention related to the injection of wastewater underground and
potential impact to deep aquifer groundwater. FPL expects a decision from the ASLB sometime
in the second quarter of 2017.

The Final Safety Evaluation Report, which documents the NRC staff position on all COLA
safety issues, is expected in the fourth quarter of 2016.

Land Exchange
The Everglades National Park land exchange process was completed in March 2016 with a
closing date expected in November 2016. The swap will allow FPL to exchange land that it owns
within the Everglades National Park for land on the eastern edge of the park. The company will
use this land to create a north-south transmission right-of-way in Miami-Dade County.

A draft Environmental Impact Statement was published in January 2014. The Final
Environmental Impact Statement is expected to be issued in October 2016.

Transmission
The Site Certification Final Order issued in May 2014 that was remanded by the Third District
Court of Appeals approved FPL’s proposed transmission corridors and directed maximum use of
the Western Consensus Corridor. This corridor is dependent on the successful completion of the
land exchange and the acquisition of land rights from federal and state agencies. The Western
Consensus Corridor must be obtained within three years of the receipt of a non-appealable site
certification, and the cost cannot exceed ten percent of the cost of the Western Preferred
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Corridor, If the Western Consensus Corridor is not obtained under these conditions, FPL would
pursue the development of the Western Preferred Corridor.

Project Construction Contract
FPL has not made a decision whethier an EPC or an EP&C contract would be more
advantageous. The company states that a decision at this point would be unwise based on
industry experience. FPL believes the best course of action is to defer pursuit of the constraction
contract. The company does not intend to pursue an EPC or an EP&C contract until the review of
the first wave of AP1000 projects are completed in 2020. The company acknowledges the risk
associated with waiting, but it believes this course actually reduces overall project risk.

Project Long Lead Forging Reservation
The 2008 Forging Reservation agreement between FPL and Westinghouse reserved
manufacturing capacity. Multiple extensions have been signed. The most recent extension in
2014 extended the ongmal terms and conditions until October 2016. The company plans to
pursue an extension in Oetober 2016.

FPL believes continued extension is in its best interest, reducing near term costs and risk while
preserving schedule flexibility. If the agreement is dissolved, FPL may forfeit some or all of its
$10.8 million deposit.

Project-Joint Ownership
FPL continues to hold anhual meetings with prospective joint owner utilities and to provide
updates to the Commission. The last meeting was held in June 2015, Participants included
Jacksonville Electric Authority, Orlando Utilities Commission, Ocala Electric Utility, Florida
Municipal Power Agency, Florida Municipal Energy Association, and Seminole Electric
Cooperative. The next meeting is scheduled for the summer of 2016.

NRC Requests for Information (RAI)
In 2015, the NRC asked for additional seismological and geological information pertaining to
FPL’s Final Safety Analysis Review. FPL hired third party experts to review data and to assist in
preparing responses. All RAIs pertaining to the Final Safety Analysis Review were submitted by
the second quarter of 2015.

Additionally, the NRC asked for environmental information. All RAIs pertaining to the
Environmental Report were submitted by the end of 2015,

No RAIs were opened in 2016.
2.1.2 Turkey Point 6&7 Project Cost Estimate

The project final cost estimate remains in a range from $13.7 billien to $20.0 billion. Exhibit 2
shows project cost estimates, 2007-2016.

TURKEY POINT 6&7 8




Florida Power & Light Company
Turkey Point 6&7 Cost Estimates

2007 - 2016

" 2010 :
Low High Low High Low High Low High Low High Low High
$20.0 Biffion 18.7 s
-UBillon = = 18.5
17.8 18.4
$15.0 Billion —
$10.0 Billion —
$5.0 Billion —
EXHIBIT 2 Scource: Staff Interviews, April 2016

FPL expects that project expenditures will be split 60/40 between Unit 6 and Unit 7. The lesser
percentage for Unit 7 will result from equipment reuse and a maturation of the project leading to
efficiencies in construction and management.

The total estimated ptoject cost is down very slightly, less than a one fourth of one percent, from
a year ago but remains in a rounded range from $13.7 billion to $20.0 billion. Exhibit 3 shows
project cost estimate changes from 2015 to 2016.

Florida Power & Light Company
Turkey Point 687 In-Service Cost Estimate
2015 and 2016 ($)

Sele'f:;on 6,118,105 0 6,118,105 0
o nsi?z;tion 302,305,438 (2,204,496) 335,146,376 (2,031,521)
Construction 10,119,373,657 (29,889,533) 14,876,554,988 (29,889,533)

AFUDC 3,239,116,870 (1,490,819) 4,742,829,983 (1,490,819)
Total 13,666,914,070 (33,584,848) 19,960,649,452 (33,411,873)

EXHIBIT 3 Source: Dkt 150009-El, Schedule TOR-2, May 2015 & Dkt 160009-EI, Schedule TOR-2, May 2016

2.1.3 FPL Project Feasibility Analyses

FPL did not produce a project feasibility analysis this year, filing a motion requesting a waiver in
April 2016. The company stated that absent a company request for Commission approval to
advance to preconstruction there was no need for a feasibility study.

9 TURKEY POINT 6&%7



The company believes that completion of nuclear plants currently under construction will
provide critical data for analysis of future capital cost and project construction schedule. With
that information in hand, FPL states that it will then be able to produce a feasibility analysis
allowing it, and the Commission, to determine if movement to the preconstruction phase is
warranted.

As of the writing of this report, the request for waiver is still pending.

2.2 Project Controls and Oversight

2.2.1 Project Controls

Project controls are built into the financial accounting systems, department procedures, and
desktop instructions. Controls and process instructions exist in the following areas of project
management:

Budgeting and reporting

Schedule and activity reporting

Contract management

Internal and external oversight

Executive management

Subordinate managers

FPL subject matter experts (SME) and team members
Third party experts

Regular updates and reports on risk, cost, and schedule

* ¢ ¢ ¢ 6t e

FPL’s Project Controls Group provides management schedule, budget, costs; vendor
performance, and risk reports on a regular, ongoing basis. Primavera-6 remains the scheduling
software. This software is capable of real-time updates, active monitoring, tailored date sorting,
and customized status reports.

No project instructions or management confrols were created or deleted during 2015. The
following project instructions were revised during 2015:

¢ NNP-PI-06 NNP NRC Correspondence
¢ NNP-PI-12 Hosting Visiting Dignitaries at the FPL Juno Campus and
Preconstruction Tours of the PTN 6 & 7 Site

Additionally, the following project instructions are currently under review or are scheduled for
periodic review and revision during 2016:

¢+ NNP-PI-08 COLA Review and Acceptance Process

¢ NNP-PI-01 Request for Information (RFI) and RFI Response

¢ NNP-PI-02 Preparation, Revision Review and Approval of New Nuclear Projects
Project Instructions

¢ NNP-PI-03 Project Document Retention and Records Processing

TURKEY POINT 6&7 10



¢ NNP-PI-04 COLA Configuration Control and Responses to Request for
Additional Information for Project Applications

¢ NNP-PI-05 NNP Project Correspondence

¢ NNP-PI-07 Department Training

¢ NNP-PI-10 NNP PTN COLA Related Project Management Briefs, Project
Memoranda and COLA Related Document Reviews

¢ NNP-PI-13 Technical Review of Commercial Project Document

¢+ NNP-PI-14 Discovery Production Instructions Related to Turkey Point 6 & 7
Combined License Hearing

¢ NNP-PI-15 Site Work Activities - Incident Response Instructions

According to FPL, these revisions were responsive to changing project requirements. No internal
audits, quality assurance reviews, or external audits reviewed by staff cited any deficiencies in
project instructions or management controls.

Additionally, FPL utilizes white papers to record and document key decisions or actions. There
were no white papers produced in 2015. The company produced a white paper in April 2016
discussing FPL’s planned actions following approval of the COLA. The white paper
recommended that the company maintain the COL (e.g. incorporating design changes to the
COL) after the receipt of the certification if the project is to be deferred for more than one year.

2.2.2 Risk Management Reporting
Project risk management remains unchanged. The process uses ongoing, regular meetings and
reports designed to identify, characterize, evaluate, and/or mitigate project risk.

Weekly small team meetings track project activities, facilitate tisk identification, discussion, and
the development of a mitigation or remediation strategy for each. Items are either resolved by the
small teams or elevated to incrementally higher management levels until resolution is achieved.

Project schedule, progress, and cost metrics are monitored continuously. Results are tracked
using standardized reports, increasing subject matter familiarity and allowing for close scrutiny
of contractor performance. FPL considers vendors as risk management stakeholders, requiring
them to provide weekly progress reports identifying, describing, recording, and addressing risks.

The project team meets monthly, reviewing schedule, budget, issues and potential issues
impacting the project, and risks. Identified project risks are tracked and reviewed until resolved
and closed out. A Cost Report meeting also provides an opportunity to scrutinize project cost
risk. Project management provides regular project updates to FPL executive management.

Commission audit staff reviewed all monthly project dashboards and quarterly risk analyses for
2015 and through May 2016. These reports detail the issue, risk, probability of occurrence, and
potential for impact on project cost and schedule. Areas assessed included:

¢ NRC Licensing
¢ US Army Corps of Engineers Permitfinig
¢ Site Certification Application
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Another important management assessment tool is the quarterly risk analysis that provides a
wider, more comprehensive scope. It identifies key issues, characterizes them, provides historical
trending, and tracks risk. This analysis estimates the likelihood of occurrence for each risk (Jow,
medium, or high) and the potential negative project consequences (low, medium, high). A
response is then designed for each risk. A mitigation owner is assigned, management strategies
are developed, and progress is tracked until the risk is sufficiently mitigated or eliminated.

Project leadership also has the option of presenting information to and obtaining the advice of
the FPL Risk Committee. No presentations were made to the FPL Risk Committee from January
2015 thru May 2016.

Commission zudit staff believes that the FPL risk controls reviewed during this audit are
adequate and responsive to the current state of the project. Monthly dashboard and quarterly
assessments inform FPL management and executive leadership. But Commission audit staff
believes that as the project matures, with a vastly increased scope associated with construction,
reassessments by FPL of its risk management approach will be necessary. Restructuring of risk
management may be required to meet the far greater demands of the expanded project.

2.2,.3 Management Oversight ~

Some changes occurred in management oversight organization and reporting during 2015, These
changes altered the way in which information flowed but did not impact management oversight
of the project. The Construction Director and License Director began reporting to the vice-
president of Nuclear Projects within the Nuclear Division in May of 2015. And, as of November,
the Senior Director for Development reports to the vice-president for Project Development who,
in turn, reports to the FPL President.

2.2.4 Audits and FPL Quality Assurance Reviews

As in previous years, FPL selected Experis to conduct an audit of project expenditures for 2015,
This was done under the supervision and direction of FPL Internal Audit department. The report
was published and reviewed by Commission audit staff in March 2016.

expenditures, and no exceptions were noted.

Since 2008, Concentric Energy Advisors has also performed an annual review of PTN6&7
project processes, procedures, and structures. In 2016, Concentric concluded that FPL capably
managed the project in 2015 and that project expenditures were prudently incurred. Concentric
offered FPL five recommendations to establish development plans for stages beyond the
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licensing phase. These addressed Quality Assurance/Quality Control (QA/QC) planning,
selection of vendots to receive requests for proposals, procurement close-out, time allocation and
warranty tracking,

QA activity was limited during 2015 and year-to-date 2016 due to the limited project scope
associated with licensing. However, Concentric recommended that FPL should pursue proactive
surveillance and oversight of vendors. Concentric is aware that FPL plans to establish QA/QC
plans well in advance of beginning the implementation phase of PTN6&7.

2.3 Contract Oversight and Management

FPL’s contract management and oversight systems remain intact from a year ago. The company
uses project management, technical representatives, and QA personnel to monitor vendor
performance. Vendors are required to provide regular progress reports.

Integrated Supply Chain sourcing specialists and contract managers monitor change orders and
invoicing for anomalies. Items outside established contractual norms are routinely reported up
the chain of command. Schedule and cost risks are identified, prioritized, and quantified. This
information is then used to formulate responsive solutions.

FPL continues to employ systems, policies, procedures and processes to identify any invoice
mistakes or vendor overcharges. Invoicing specialists review invoices for accuracy in meeting
contract provisions and labor rates. Billed hours are scrutinized and checked against job
categories. Travel expense requests are checked for applicability, authorization, required
justification, and linkage to an existing contract.

2.3.1 Contract Oversight
FPL’s controls to communicate procedures and provide ongoing oversight are unchanged from a
year ago. These include policies and instructions, authorization 1equ1rements approval
methodologies, invoicing and control procedures. FPL has made no revisions or changes to
contractor selection and management policies and procedures during 2015. No revisions are
anticipated through May 2016.

Audit staff’s review reaffirmed that FPL’s invoicing policies and procedures are well understood
and that contract and invoicing personnel follow company policies, practices, and procedures.
Required authorizations are present and in adberence with specified procedures. Vendor invoices
and supperting documentation are vetted. Evidence of challenges to invoiced amounts and
appropriate level of push back of questionable or unsupported charges were observed. FPL
opened no warranty claims against project contractors during 2015 and 2016 year-to-date.

2.3.2 Contracts Executed or Modified

As seen in Exhibit 4, two new contracts were signed in 2015 for the PTN6&7 project. The
Bechtel Power Corporation contract was competitively bid while the WareReuse Foundation
contract was single sourced. Commission audit staff verified that required letters of single source
justification were present and in compliance with FPL internal policies and procedures.

13 TURKEY POINT 6&7



b

Florida Power & Light Company
Turkey Point 6&7 New Contracts Greater than $100,000

2015-YTD 2016

Reclaimed Water for Reuse .
areeuse Application and Wetland | Fed 09/28/15 | 5/15/17
Rehydration
Bechtel Power PTN 6&7 Initial Assessment
Corp. and Review of Site TaM 10/5/15 | 12/31/16
EXHIBIT 4 Source: FPL Response to Document Request 1.29

As shown in Exhibit 5, there are currently 11 contracts valued at more than $250,000,
representing original contract value and any subsequent change order.

Change orders represent added or deleted scope, increasing or decreasing contract value, or an
administrative adjustment without monetary impact. FPL executed three contract change orders
valued at $50,000 or more in 2015. There were no change orders from January through May
2016. The 2015 change orders extended the contract end date or added scope of work but were
not observed to involve issues of contractor performance or inadequate oversight.

Florida Power & Light Company
Turkey Point 6&7 Existing Contracts Greater than $250,000

. e

AMEC Environment & Infrastructure

2015-YTD 2016

RAI response review / FSAR 2.5.4

Bechtel Power Corporation

COLA / SCA prep & RAL support

Bechtel Power Corporation

PTN 6&7 Initial Assessment and
Review of Site

Environmental Consulting &
Technology

SCA & post-submittal support

EPRI - Electric Power Research
Institute

Nuclear technolegy; membership

Golder & Associates Inc.

Post-SCA submittal support

McCallum Turner, Inc.

COLA site selection RAI support

McNabb Hydrogeologic Consulting

Post~SCA / UIC licensing support

Paul C. Rizzo Associates, Inc.

Field Investigation; FSAR 2.5
Revision

Power Engineers, Inc.

Prelim Analysis of Miami River
crossing and Davis/Miami Line

Waestinghouse Electric Co.

COLA prep & RAI support

* C = Competitive Bid

S = Single/Sole Source

EXHIBIT 5

Source: Docket 160009-EX, AE-7A, May 2016

Commission audit staff reviewed all 2015 and year-to-date 2016 contract justifications. No
discrepancies were found. The Bechtel contract dealing with COLA/SCA support is the largest
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contract. Signed in 2007, this contract now has 58 change orders that have altered scope and
value, Due to the probability of project schedule extensions, it is likely that the Bechtel contract
will continue to increase.
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Exhibit C
Florida Power and Light Company
Review of FPL’s Project Management Internal Controls for
Turkey Point 6&7 Construction (Audit Report)
Docket No. 160009-E1

Document Description No. of | Conf. | Line No./Col. No. Florida Affiant
Pages| Y/N Statute
366.093 (3)
Subsection
Audit Report Internal Controls 19 N Cover Pages 1-3, i
PA-16-01- Report PTN i, 1-3, 5-11,13,15
002
Y Page 12 Lines 1-2 (b) Antonio
Maceo
Page 14 Lines 1-13 (d), (e) Brenda
Thompson
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EXHIBIT D

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Nuclear Cost Recovery Clause Docket No. 160009-EI
STATE OF FLORIDA )
) AFFIDAVIT OF ANTONIO MACEO

PALM BEACH COUNTY )

1. My name is Antonio Maceo. I am currently employed by Florida Power & Light
Company (“FPL”) as Manager of Auditing in the Internal Auditing business unit. I have personal
knowledge of the matters stated in this declaration.

2 [ have reviewed Exhibit C and the documents that are included in FPL’s Request for
Confidential Classification of information contained in FPSC audit staff's report titled Review of
Florida Power & Light Company's Project Management Internal Controls for Turkey Point 6 & 7
Construction (PA-16-01-002), for which I am identified on Exhibit C as the affiant. The documents
that 1 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 scope, process, findings, and reports
supports 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 itself. 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 conﬁdential?m of these documents.

4, Affiant says nothing further.

Antonio Maceo

)L
SWORN TO AND SUBSCRIBED before me this )1” day of June 2016, by Antonio
Maceo who is personally known to me or who has produced (type of
identification) as identification and who did take an oath.

{ Mol ke 7J A/Cg‘,@f

Notary Public,(S/tate of Florida

My Commission Expires:

CAROLYN J SMITH
Notary Public - State of Florida

& My Comm. Expires Sep 11, 2018
IO Commission # FF 122975




EXHIBIT D

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Nuclear Cost Recovery Clause Docket No. 160009-EI

STATE OF FLORIDA )
) AFFIDAVIT OF BRENDA THOMPSON
PALM BEACH COUNTY )

1. My name is Brenda Thompson. I am currently employed by Florida Power & Light
Company (“FPL”) as Manager of Project Controls & Scheduling in the Nuclear Project Controls
business unit. I have personal knowledge of the matters stated in this declaration.

2. I have reviewed Exhibit C and the documents that are included in FPL's Request for
Confidential Classification of information contained in FPSC audit staff's report titled Review of
Florida Power & Light Company’s Project Management Internal Controls for Turkey Point 6 & 7
Construction (PA-16-01-002), 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
contractual data and competitively sensitive data such as pricing terms. 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.

D,

Brerida Thompson

SWORN TO AND SUBSCRIBED before me this [ day of June 2016, by Brenda Thompson,
who is personally known to me or who has produced (type of identification)
as 1dentification and who did take an oath. A A

f |
|

J\ Notary\lPﬁvf)lic, State of Florida
ll-.

My Commission Expires:

é@?ﬂ%\ LIDIA HOFFMAN
i is MY COMMISSION #FF115929

i 1%}
1‘3,,@";7 EXPIRES June 16, 2018

..........

{407) 398-0153 FloridaNotaryService.com






