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c:waun• JOD80!11 Itea 5. 

3 

4 ... arxa•r eo.aiaaionera, It .. 5 ia Staff'a 

5 reco..andation that you approve a propo.-1 by PPL to 

6 continue 1n 1998 and 1999 a coaaiaaion-approved plan 

7 to record u additional retail axpen.ea certain 

8 U~Cunta of retail rev.nue. The" axperua .. are appl!ed 

9 to aitigate biatoric: defici.nciea. The plan approved 

10 by tbe oo.aiuion approxiaately a year a9o ~equired 

11 FPL to, one , book additional 1995 depreciation expense 

12 to tbe reaerved deficiency in nuclear production' twe>, 

13 record oomaenoing in 19~6 an annual $30 aillion aaount 

14 of nual .. r aaortiaation aubjeot to final deteraination 

15 by tbe Co--iaaion u U) the accounta to vbioh 1 t 1a to 

16 be bookedl and, tbr .. , reoorc! an a<lditional expen- in 

17 1996 an4 U97 baaed on differeno .. batwaan actual and 

18 forecaated revenue to be applied to apac:ific: itaaa in 

19 a apecific: order. 

20 ~ propoeal oontinuaa the existing plan to 

21 oorreat reaerva .S.tioianoiaa vitb one ohan<J• and 

22 aaveral ad4itiona. The one cban9e ia that tba first 

23 priarity ia now tba correction of any daprac:iation 

24 reaerve deficiency r .. ultin<J trow an approved 

25 .S.preoiation atudy rather than tba nuclear 

n.QUDA raBLIC SJUrYICI OOIOU8810. 



1 depreciation r ... rve. There are .. veral other 

3 ~oifio ad4itiona. 

3 ~i.e plan naither preclude• an earning• 

• review nor a review of the plan during the context of 

5 e procua.Sift9 to r ... t baae rat.ae. 

6 Staff deli·,ered to each of your aidea a copy 

7 of a f1lin9 by Aaeri.Bteel in thia dooket that vu aade 

8 on :rridey. -'-riBteel 1a here to ad.dreae the 

9 eo.a1 .. 1on, .. i.e Florida Pover ' Liqbt Co!lpany . We 

10 are prepared to anaver your queetiona, but euqqeat 

11 that the co.aiaaion aiqht vant to ~are froa intereeted 

12 pereona before quutioninq Staff further. 

13 czupn• JODSO•a Okay. AlleriSteel? 

D. I"DI Kadaa Cbairaan, Richard Sal-

15 vitb Sal-, Saxon on behalf of AaeriSteel toqether 

16 vitb Kr. J. Brev vith &ricktield ' Burchette on babalt 

17 of AaeriStael . 

18 We bave filed a petition to intervene an 

19 objection in thia proceeding requeatinq that the 

2C Coaaiaaion proceed to aet the aatter for bearinq aa 

:n oppoaed to proceeclinq on the PAA. 

32 C!D.IJU&U JoJDUIO•• Any additional co:aae.nte·r 

2J a. '"D• If the co.aiaaion baa any 

2• queation• ooncerninq our poaition, va welooaa tha 

25 opportunity to anavar your queetiona, and Kr. Bre.1 



r 
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1 will ~ th .. tor you. 

2 

l intarvene tlled? 

4 a .• x.xu, It vu tiled on PTid.&y. 

5 C'!WID¥1• JOKJUO•• OJc.ay. So the opportunity 

6 to re.pond aD4 thoN typ4a thinqa hu not yet 

7 ~XKD an•DRa Ha. not yet run. 

a C'!WIUD• Jouao•• oJc.ay. I underatend. 

9 Any qu .. tione ~or Aaer18tMl , co .. iaaionan? 

10 I'PL, cUd you have any co-nt? 

11 ~XWXKD Wall, it they're 

12 iOincJ to ao ... 'nt, I will dater to thea, it they are 

13 going to cowaent turther. 

OP'IPD• JCD80•• Oh, I vaa a11awainq they 

15 weren't 90inq to ooaaant turtbar. 

16 OODTIIIJODJl aaacua Well, I quaaa -- let 

17 - juat au the queation. Wby would you rather aet it 

18 tor hearing? I aaan, under the proceaa you have the 

19 riibt to proteat and that takaa that oouraa. Why do 

20 you want ua to 90 directly to hurinq? 

21 a. aar·DI eo.aiuioner Garoia, we thinlc 

22 that than an a nuaber ot ba.aic tactual and aoae 

23 policy queationa tb&t are railled t»y thia requ.aat. I 

24 recall tb&t Wban tba o~ny tiled their petition in 

25 1995 , it wu apaoitically to accelerate recovery ot 



1 tbelr nuol .. r plant coat• vbere it vaa offered .. a 

2 •pecial eoonoay propoaal. Tbe ooapany e~epre .. ly 

3 liait.ed it-elf to tvo y-ra for the adcHtional 

• a.ortiaationa above that $30 aillion of paraanent 

!I acl41tional recovery that they aou;bt1 and they 

6 confined tb-•elv- for r-.ona that tbay atated ln 

7 their petition to ju.at t.bo- tvo y-r•. And at tha 

6 

8 ti .. it vaa baaed on 11pacifio eatiaatea baaad on their 

9 current revanu.a forec:Aate for thoae year a. Hera the 

10 nuabera hav• qotten aucb biqgar baoau.ae ve are uainq a 

11 vary atale rata for~•t that ' • bean exo.eded 

12 oonaider&bly alraady, and tba ~1erlyinq rational~, I 

13 tbinJt, for doinq ao baa beooae aore au.apeot. 

u We tbinJt tbere are b&aio quaaticma r~arding 

15 a couple of tbe aocounta. nuol .. r decoaaia•ioning and 

16 poaaible dleaantl-.nt whore tba Staff b.aa .. ked tor, 

17 and properly eo, oo.prebenaive studiea to be provid~ 

18 by late 1991, tbat it raquirea aoaa exauination. We 

19 think that there n~ to be ao .. explanation of vhat 

20 tbe Staff intanda in tara. of turning around tbe tax 

21 tiainq differenoea and bow that • • --

22 And aore iaportantly the FPL propo .. l a year 

23 and a half ago .., .. duilp\ed to -- by the -- to addra .. 

2• preparing for a .ore c~titive anvironaant in the 

25 electric indu.atry. The reOOIIIIendation hare by the 



1 Staff ~ it.aalt to aatabliabil'\9 a lQval 

2 aooountin;, playir19 field to c1eal with aon 

3 ~titive i .. uu . But tha eo-iuion haan't raally 

4 a44r .. aed itaelf to an ovarridin; quidinq policy with 

5 reapect to daalin; with coapatitiva bauaa. 

6 So in one aa"•• va are aayil'\9 qo alov with 

7 

7 ~tition , and in tba other aanae we're aayil'\9 lat'a 

8 accelerate recovery. Wa thinlo: there naeda to be amao 

9 baaio qu14ance fro. the CO..iaaion on exactly vhera 

10 the policy'• qoin; . 

11 •ow hare, aa I aaid aarliar, the nu.bara are 

12 qettin; very biq , but the Coaai&~ion haan ' t addreaaed 

U iuelf to the baaio policy. And tor that reaaon we 

14 thinJt that there need& to be haarinqa on aoae ot the 

15 OD90ill9 factual predicate&, aa well aa bov the 

16 C t .. ion'a uaaa-nbl of thoae facta ahould follow 

17 aoaa ovarall quid in; policy. And tb.a t 'a vlly ve 

18 believe that it abould bo aat dovn t or haarinqa. 

19 COKKT88IOX&a Da&aO•a Well, lat .. aak a 

20 qu.ation in that r4a9ard. Aa I undaratand the 

:u propoaal, it the C:O..baion adopt. thia and it b 

22 ultt.&blly approved, thara would be -- and the 

23 c,..iaaion would have juriadiotion ot tho- revenue• 

24 to the ext.nt aa ia oonteaplated within the aqr--nt, 

25 that tboae rovanuu would be utilized tor certain 

I'LOUD& PO'IIL%0 8UVICW OODIS8IOW 
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a. ear.pa Tbat'a correct. 

4 v. do nothing at thia point, tha only protection we 

5 bava ia t:bat there i• the pot.ntial for anari1'19 of 

6 ovarearninga1 1e t:bat c:orraot? 

7 a. '"·DI Tbore ia no plan in place paat 

8 ~ ancS of thie year. 

9 cowtiiiOQJl n•asOlla So the potential for 

10 overearniJ'I9a ~ir .. with the previous 

... ••1 PMI Well, the 

8 

if 

11 

u COIOC%811~ DDeOJ:~ &xplain to .. wh.at the 

13 -f~ are concerning overaarninqe. And I •a 

14 referring to -- and aaybe I' 11 add.raaa thie to 

15 Aaarist .. l. I'• referring to your filing, and you 

16 aake reference to profit anarinq on Paqe 8 ~~ 

17 Paraqraph 16 . What did you aean by that? 

18 a. 1ax,na The co-ieaion nae eatabliahed a 

19 rata of return tar9et fox FPL with a 100 baeie point 

30 apread - a cap on their .. rninqa. If recorded 

31 aarninqa are above tnat, the comaiaeion could look at, 

32 or anoul4 look at, tba extant to Wbicb refuncSJa are 

23 appropriata. A few yaara aqo the Coa.iaeion paaeed 

34 back aoaethinq like $38 aillion to PPL cuetomeres it 

25 a<14reaae4 that i .. ue recently with reapect to TECO. 

~LOJliDA PUBLIC 8UVI011 C'JOlOfT88IO• 



1 

2 ~ of FPL, v .. it not? 

3 a. •una Tbe l .. t one va. vitb tbe 

4 aqreeaant or PPL, that '• ric;bt. 

1:1 C)OM!CTIIIOD& DIIUOlll Do you a9raa that VI 

6 4o not b&ve autoaaUo jur1a4iotion over any lo-e&lleii 

1 exoeaaive profita un1 .. a va actually initiate a 

8 proc111f"9 an4 cSo a rate lnv .. tic;ration an4 tben after 

9 tbe fact reduce rataa on a c;rolng-forvard baaia. 

10 D. '"Da I would aqree that the 

11 CO..iuLm would N~ to bave a procee4inq on whether 

12 or not tbe aaount oollacted for a qiven period ahould 

13 be re.tuRd~, yu. 

16 OO"YTIIIO ... Da&ao•a Until VI a111rt that 

15 juria4.1otion an4 plaoe IIONY aubjert to refund, ve do 

16 not b&ve tba juriadiotion over tbo- dol.lara. Do you 

17 aqree vitb that? 

18 xa. I'I'Ma I would aaaert tb&t you have 

19 juriadiotion over tbe dollar• to atart vith baaed on 

~0 your rate dlt.ralnation .. t tinq the earninc;ra cap. 

9 

21 Nbether t.ba ec.aiaaion attar bearil'\9 daten~in1a that a 

22 oerteill a.aount llllould ba returned or refund~ requir .. 

23 tba additional procttdin;e. But the Ca.aiaaion haa 

24 ateted ill 11ttin9 tbe aarnin9a e&p vitb tbe ban that 

25 above that you noainally bave axca .. protita, ao that 

I'LO&lDA I'OBLIC IBRVtC'• COM!CI81IOW 
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1 t.be CI\&UtiOD ita not a aatter ot jurisdiction but 

a Vbetber tbe ca-etaaion conauota a proceeding and wakaa 

3 a faotual dat•mination that aucb exceaa aarninqa 

' abould exiat and ahould be refunded. 

5 conx•axoaa oauo11a Well, let .. aak the 

6 question in sore ai.JDple uraa. To provide any 

7 protection for the yeara 1988 and 1989, thia 

8 eo.aiaaion voul4 bava to initiete a proc&edinq, 

9 d&teraine th&t there bava bean ovarearninqa and 90 

10 abaa.cl and place a certain aaount ot the coapany 'a 

11 exiatinQ ravanuu or rataa aubjact to ratund. Ia that 

U the prooedu.ra, Hr. Bliu? Ia that the procedure? 

13 

u 

a. auua Y .. , air. 

OOIOil'UlODJl DI'"Ollt Nov, under the 

15 rac.,...nttation, thara•a no need to qo throuqh that 

16 procaclure in tbe a.nae t.bat unleaa 1104ifiac1, the 

17 ravanuea •• apaoitiacl in the aqraemant vould be 

18 utiliaacl tor a certain purpoae, that the nuaber one 

19 priority beinq to aliainata on depreciation 

20 4atioieno1 .. vhiah vould in .. sance qo to the banat!t 

21 of the ;anaral bocly of ratapayara. 

a. aLJ:Ma That'• correct, vith the 

23 undaratuwU.t19 th&t the currant plan axpiraa thia year. 

OOMMlUlODR DIIUOJII But vith your 

25 ra~tion that vould ba extended tor yaara '98 

II'UUU!a PtJBLIC aaavxoa COMMl' .. IOJI 



1 and 1U9, correct? 

:l 

J 

a. •Lxaa 1 That • a correct. 

OQ!¥111110... nauo•• Okay. Mow, Mr. Bra"', 

• I u.nderat.ancS tbat 1a not aoc.pt&bla. You think tbat 

5 the eo.ai-ion abould tau a cUffarent courae of 

ll 

6 aotion . And I'a tryin9 to underatan4 -- obvioualy, we 

7 are try in; to protect the ratepayer• 9enerlllly, the 

8 general body of ratapayera. You are a part o! that, 

9 but you ar. ju.at one part of that. 

10 Why 1a it that tbat procedure, that 

ll protaotion, 1e not aooapt&ble? 

1:l a. ..... Your Honor, fir•t of all, 

13 electric ouatoaara in Florida generally bava the 

t• bi9haat billa in the country, ao the y all have an 

15 int.ar-t, I t.binlt, in aaeinq their billa lowered it 

16 tbat'a poaaible. Tbe reaaon it'• not acoaptabla ia 

17 ve' ra taJtinc; a vary piac .... l approach to --

18 ('rape enda. Picka up on B ida .l. ) 

19 -- plan, you are taltinq vbatavar revenue 

:lO CJrovth or the prepondar-.- of the revenue qrovth that 

n the coapeny expariano.a. 

:l :l OOlQfTIIIODa DDaowa Let - interrupt . Do 

:ll you qu-tion Whether there are, in taot, ra-rva 

:l• 4afioienoi-? 

:l5 ... ..... lfo, coaai-ioner. 1'hara •r• 



1 .aaOWD .a.e ~rv• 4et1ci~i-. Whether or not 

3 they - t.be ~retical d.ef !cienci- abould be 

l reex••tned, particularly in ligbt of ~titiva 

4 ail--.nta, I think u a very bportant qu-tion . And 

' ~ l~tt rec~tion that coaprebenlliva atudi-

12 

6 need to be done on n~laar d~aaioninq of poaaibla 

7 di.llllSJ\tl~t, I tbi.nk point to tlult, that you need 

8 current atudi- that have bean evaluated, particularly 

9 in 119ht of cb.all9•• that are 90ifl9 on in the induatry. 

10 To take an old decoppl .. ionin(Jl atudy that 

11 aiJiply trend lin.. out aoae current eatiaataa vithout 

12 reflectinq what recent axperienoe and the proapect. 

ll for coapetition forcing 110ra acono~~ic approach•• to 

14 tblnga, iDoludinCJ 4aca--iaaionlnq and dia .. nt1 ... nt, I 

15 think ia en i .. ua that nee4a to be add.r-aed. 

16 COMMIIIIO ... Daaao•a Hov do you anviaion 

17 tbat coapetition 1• 9oing to reault in aora aconoaic 

18 waya of diapoaal and diaaantl ... nt? 

19 a. aana I think if va•va learned anythin9 

20 froa the c~titive developaenta, ia tlult it fore•• 

21 everyone in the incluatry to find better, aora 

22 efficient vaya of addr ... inq uau... And I vould 

23 expec:t t.be .... to be true of daca--baioninq aa it 1a 

:114 in otbar area.. 

25 a•naa:tODI Daaao.a so your prJ .. ry 



1 IIOtiwatioD ia to bave Vbat you believe -- a proo.cSure 

2 tbat vou14 nault in lov•r b1ll8 for cuato..u. 

3 a . una That'• co~, but it ' • alao 

4 oorreat tbat we think that ve Med to taka a ooapleta 

!5 look at tba picture ra'l:.har tban juat to pic.k out 

6 ind1v14ual axpe.nae. to ol'faet nvanua ;rowtb wbara, 

7 ~r, one of the 110at diaturbinc;J f-turaa of the 

I p&~~al i• tbat it vculd author iae theae additional 

9 rev~ to be .. t -ida for t&ki.DCJ additional 

10 axpenaea evan if it axcaeda tba varioua raaerve 

11 daficianciea that bave bean idantitiad. 

13 

u In other worda, anytbill.c;J raaaininq baaically 

13 ;oea into a Wlapaoitiad pot . Kona of it ia tar;etad 

14 to 90 back to axiatinq ratepayer• for any exiatinq 

15 banafita, 110 thoae nvanu .. are ~ically 90na whether 

16 or not there'• a aubaaquant review or rata aettln1 or 

17 tbe othal' c:b&n9 .. tbat tbe co-i-ion -Y adopt dovn 

18 tba line. And tbat a11011nta to an awful lot o f aonay, 

19 nearly •900 aillion over tba oouraa of thia five-year 

20 provr-. 

:u a. cm%LD81 Ca.aiaaionara, ay na- ia 

22 Kattbev Cbil4a, I'a appearing ovn behalf of Plorida 

23 Power 6 Li9ht COIIp&ny . Florida Power ' Li9 ht Coapany 

24 bal1ev .. tbat it ia appropriate to continua tha 

25 axiatinq proc;JT- of 1 .. aenin9 axiatinq depreciation, 



1 ~a-e1u1onin9 and cUaaantl_,t claticicmoiaa, and ot 

2 r.c!w::in9 rec)Ulatory aaaau. 'nleretora, FPL accepte 

3 and ·~- with the Staff pr~l. 

4 PPL baa iapl...nted aiqniticant coat outtinq 

5 .... uru 1n the put yean, and ita baae ratoa reuin 

6 UI\Cb.an9e4 ai.nce 198!1 avNt thou9h ita plant in aarvice 

7 baa alaoat 4ouble4 with an incr-•• ot 110ra than $8 

8 billion ai~ that tiae . continuinq the currant 

9 approao!l, that 1a under tha plan ot recordinq th•-

10 expenaea, will continua the downvard pr .. aura on 

11 coate, and va think J.a the correct r~ulatory action . 

12 I think it'• appropriate to aaka aaveral 

13 oo.aenta on the erquaante Florida Staal preaented to 

14 you. Piret of all, we taka a.xception that the rata• 

15 in J'loricla are AJ10DCJ the biqbaat ln the country. 

16 8aoonclly, ve agr .. -- or we point out that there ia no 

17 cap on -rn1nqa auoh that it the coapany exceeded the 

18 top ot the aona, the 110ney would be refunded to the 

19 ouato.era. It there were, you aiqht have •••n ua 

20 MJ:"U.ax- ~ua 1n appx-oxialt.ly •11c ot the yaara 

21 einoe our ratea vera laat -t, we di4n't earn tba 

22 autbori&ecl rate of return and the Ca.aiaaion did not 

23 aaelt to -u ua whole l.1ndar that theory. So I think 

24 that the vbole arguaant ia wrong. 

25 The a~nt about tbe aettinq ot 



1 depr.oiation r at- and d.eoo-iaaioninq ouuide of the 

a ooa•ert of rate ca.., I thinlt i• aiailarly vroJl9. 

15 

3 'l'bia eo--t .. ion baa approved and required the incr-•e 

4 of depreciation expanae for Plorida Power ' Liqbt 

5 Cowpa")' of i.Dcr ... inq thcae e:q>enaea by aore than uot 

6 or in exoaaa of $460 aillion aince PPL'a laat rate 

1 OQae. 

8 

That'• done outa14e of a rate caae. 

When plant 1• placed in aervice, 

9 depreciation at&rt.e whether we lilta it or not. That '• 

10 the way tb.e ex;penae• are reportect. DeoOJIDiiaeioninq 

11 ~ tw. ~ a4jWitec1 outaide of the context of a 

12 rate caae. 'l'hey ware abanqe4 two tiaea ainoe the laat 

13 rate caae froa, firat, $19 aillion to $38 aillion a 

14 year1 and tben aoat recently they were increaeed to 

15 $84 aillion a year. 'l'bat • • an annual expenae. An4 

16 not only that, tho .. IUI.Ounbl are funded. They are not 

17 juat recor4ec1, the dollara are set aaide in a fwtd. 

18 One of the i taaa we have aaked for 1• --

19 COKX%88IO..a Daaso•a Doea tbie aqreaaent 

a. CllllLOat It ~. So the idee that, you 

:u know, that tbe aoney ie freed up undctr the arquJDooOnt, 

23 vbiab we take exception to f or other reaaon• by 

24 ,.....!Steel -- the &r9UJUmt that thie aoney qoee to the 

25 atookhol4era ia vrol'lljl. 'J'hat aoney qoaa to fund tb& 



16 

1 dec> •piuioninq ~· u va b&va fund~ in the past. 

:z ooe of the other it ... i• the pr .. iwa on 

3 lonog-tena debt. A8 debt co•u have co .. dovn, 

• utiliti .. bava eouqbt to refinance that debt and 

:! I'M~ til• ~... And PPL baa thought that it ' • 

6 bad - 8\&004188 in doinc;r that and reduc~ the annual 

7 axpen•a by in exc ... of $70 aillion a year. ~ovavar, 

8 tbe oo•t of doinc;r tllat, tU pr.aiwt a .. ociated vith it 

9 ~r tba acoountinc;r practic.e, vera recovered. over 

10 tba life of t.ba UMbl. And one of the thinqa that'• 

11 recoaaandad bare 1• that requlatory aa•at be ruovod 

1:Z an4 expanaed all at onoa. It alec ..... to ua that 

13 it'• .. Lnantly equitable under the circuaatancaa. 

U Wa vould U%'9• you to qol forvard vitb thia 

15 pro,poeed 49anCJY action . Wa do not believe that the 

16 ~t that you neacS to tulve theu other proce~inqa 

17 ie correct. Piret of all, the roco ... ndation and the 

18 plan that you're a•Jted to approve on deco••iaaioninq 

19 and the depreciation and diaaantl ... nt dofioi•ncioa, l 

:ZO ~Uava ie vorclad • it any. • 

:Zl I clon't think that the feat that "he 

:z:z eo.at••lon bkan't coaplatad thoaa atudiea Vhic h are 

:Z3 parioclic.lly required to be aada ..ana that there 1a 

:Zt U.Olut.ly no 14M tb&t there an qoinc;r to be 

25 aiqnificant cban9M in the axpanaa levala. Coaaiaaion 

J'LOIUDA PVBUC .uviCll COMMUUO:. 
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1 ataff, I tbSnJr, tboUqb, baa .. c~a tiw appropriatAo -- or 

2 taken tba appropriate poaition that it wanta to -x. 

J aure that tba &JIOWlt that yoll ultiaately axpenaa 1a 

4 ••aooiat.cl with vbat i• quantified u tha datioiancy. 

5 Tbat •e- oorreot to ua, but I don't think that ::.hat 

fi poiDta or fairly 8\&IJIJ&ata that nobody baa the vilcSaat 

7 idea of vbetbar there ia a aiqnitioant dafio ianoy or 

• not . 

9 Wa urqa you to proceed on th- propoaad 

10 aqenoy action baaia and not eabarJt upon tha aaparata 

11 bMrirwJ appro&Ol:l. I think that it AaariStaal faala 

12 that it•a appropriate tor tbaa to taka furtbo r action, 

13 than thay abould do that. I think the prooacSur .. of 

14 thia Ca--1 .. 1on and in tba Florida atatutaa ralatinq 

15 to propoaed aqa.ncy action adcSr .. a that aituation. 

16 And I'd raaind tbe co.aiaaion that wa ware 

17 Mr. aevaral y .. ra aqo with a propoaacS aqancy action 

18 approacb tor the Urat plant. And than Aaar18taal 

111 .. 1c1 they ware qoinq to prot .. t that if the Couiaaion 

20 aotad. So tba CO..iaaion -- and tha Staff -- on it'• 

21 ovn IIOtiOft cSeoi~ we'd 90 forward with the hurinv. 

22 Tbat took nearly a y .. r, and a lot of .onay. And 

23 ultiaataly they vitbdraw and the oaaa waa aattlad. 

a• And I'd uy lat•a qo forward with the 

2!1 action. It ..... appropriate to ua and oorraot -- the 



1 ~ -y to proceed, to cootbwa to p.1t dovnvard 

2 pre.aaure on coat for a.rvU:.a. 

3 Tb&Nt you vary aucb. 

18 

4 C0¥•18810 ... GAACX&t Kr. Sal .. , do you have 

6 ... ••rBMt Yea, CnPPf•aionar, a ooupla of 

7 th.ln;a. 1 tbinJt t.ba laval of detail and the 

8 ~lexity of FPL'a poaition goaa to the undarlyinq 

9 baaia of our raquaat that tbi• i• a aattar of public 

10 poliay. We are daalinq vitb upward of a billion 

11 dollara that - are openlfl9 tba door to FPL, a 

12 utility, to deal with on an expenae depreciation baai• 

13 without any direct iapact and/or ocn.idaration of v~at 

14 tho•• nuaban really are. 

15 Look at your backUp aatari ala . Wa a re 

16 talkinv about a billion dc llara . You vould think that 

17 tbare would be a laval o f detail ~t vould at laaat 

11 give you aoae guidance, ao.. idea of vhat th••• 

19 account. vill ••body in the futura. They are not 

20 tbara. 

21 .. think, aa a -tter of public polic y, it 

22 ia incNJibent on uo •• a ou.toaer to bava t o brinq thi a 

23 up - ratapayara, u ou.toaara, of thia utili t y . 

24 We're aayinq tbara'a a billion dol lara on the tabla , 

25 Co.aiaaionara, ahould tboaa be refund&, ahould tho•• 



1 be rate recluotiona or aboU14 they all 90 into the 

3 ut11ity•a pocket aa expenae. or aa 4apreoiatiom? 

3 S.OOn4ly, we 414 oo.e torva~d previoualy in 

4 oonnection vith tbe 1 96, 1 97 plan, and ve are pureulng 

5 tbatt vi;orowaly. And in all deference to Kr . Chil4a 

6 an4 bia ~t, after di~io;w between AaarlSteel 

7 ADd rPL it vaa decided taat tba utility vould work 

8 vital thia indwltry to ... it effort. could be 

9 ~ to look at the probl ... that vera being 

10 experienced and the overall plan. 

11 u ot thla date, that baa not bean 

13 aCCQ~~Pliab&d. Aa of this date, ve do not knov aa 

13 ~. you do not know aa co.aiaaioner•, ve 

14 a11blllt, ¥bat the '96-'97 plan naa actually yielded 

15 relative to the t30 aillion tbat vaa initially puraued 

16 an4 tba $140-plua aillion that baa actually been put 

17 into the depreoiation and/or expenae a.teqor !... . Aa 

18 cuat.a.era, ve are aaltintJ you to look at vhat er• our 

19 entitleaenta to retunda, rate reductions, aa a billion 

30 4ollu. 1a beinq put on the table tor the utility to 

l1 vork vith ovar the next !- yeara to aee vhe re it 

22 ai;bt be placed . 

33 oo••xaaxona QU.C:U.a Kr . Bl iaa, do you nave 

24 anythinq to ad4? 

a. aaftl C,omaiaaioner Q&roia, it I ai9ht 



1 j1.111'" a&U additional con•nt. If you t.aJc.e a quick 

a look at FPL'• v.b paCJe, they're raporti09 earned 

3 returna Mtwnn 12. 2 llD4 U.6 over the l .. t five 

:.il? 

4 yeara . Within a vary narrow baneS, they are allowed to 

! 4o t:h&t priaarily bec&UN of AOM 4Ucr•tionary 

6 vriu-d.olfu they are allowed to talta now. They vera 

7 allowed to accelerate recovery ot their at ... 

e generator coate, aoae deterred 1980'• coats, and than 

9 the additional approval• that vera authorized tor '95, 

10 '96 and '97, Wbiab ia allovin9 tbu to atay b&aically 

11 at the upper aiclpoint ot th.tr allowed ran9e. Without 

12 thoae, their earning• vould be above 13•. 

13 secon4ly, ~t I atated earliar w .. that 

14 Flor141ana bave the hi;beat aonthly billa in the 

15 OOUDt.ry, not JMCet~aar ily the bigheat --

16 OQMMTIIIOXKR Da&BO•a Lat. .. intert~pt :~r 

17 j1.111t a aecond. I bate to interrupt, but do you talte 

11 '••..,.. with the tact tbet thoM ara legitiaate costa 

19 that bava ~ incurred by PPL in providinq aarvica to 

20 the ~al body of ratepayer. and that tho .. eulata 

21 vou.ld bave to ba recovered either over a longer period 

22 ot ti .. or under ao .. accelerated baaia? 

23 ... ..... I would aocapt that they are coat 

24 in .. rvioa today and that they, under traditional 

25 aocauntinq, would be apraad over the projactad uaetul 
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1 life of tbe .... t. 111hether they llhoul4 be accelerata4 

:1 or not, ia ao.ethinq that I very auoh woul4 4iaaqr-

3 vitb. 

4 OQYYI18%01a& o••~• Well, to tna extant 

5 there i• a reMrYa a.tioianc:y , ~ that not, in fact, 

6 ..an tbat hi•torioally 4eprao1ation expanae baa bean 

7 1Dad.equ.ate in coapariaon to the actual utililation of 

8 tha .... t tbat'a bean pro,vi41nq aervic e hi•torically? 

9 D. aana I 9U••• ay anawer to tlklt woul4 

10 be tbat I'd have to talte 110aa iuu.a with it. 

11 Depandin; upon what you are abaractari&ing •• the 

1~ thaoretioal rererve, where I think there are eo- very 

13 fund.aaental factual quutiona that naed to be explore.4 

14 bafo~ we ellbark on a pr09r- of apeoial recoveriaa, 

15 tbat, I don't think, baa been a4aquately a44raaaed. 

16 And, aecon4ly, lookin; at the broader ach.-

17 of thinq• froa a depreciation ata.nd.point, PPL ia way 

18 ahead of the ;aaa at thb point. 

19 Anothar one of the iaauu that we haven • t 

20 qott.en to ban ia th• tax ti.ain9 differences where 

:11 they have been booltin9 tax elqlellae on a different 

:1:1 b&aill tban they are oolleotin(l it for tax purpoaea , 

:13 ~ PPL 111 b&aically a billion dollara ahead 1\t thia 

:14 point. So in t.eraa of What'• actually bean recovered , 

:1!1 I think if you look at the whole revenue raquireaant , 

I 



1 tUn that, up to thia point, PPL h not on the 8hort 

3 end, they're ~d ot t.ru. q .... 

3 

4 point tbat you are tryin9 to aaJte on the talc tlalnq 

5 cUffeuoe &NS ¥ban you charaotariu FPL u beillQ 

7 a. URI on. ot tbe 1U... that are 

I addreaaed in the Staff ae:1110 ia reverainq aom.e ot the 

9 tax book ti.ain9 ditteranc.ea. And to the extent that 

10 ct.bt 1a CClain9 back aoonar -

11 OQMMTIIIO ... O&AB0.1 -- vaa it you 

U aooelerate the depreciation, the .-ount ot tax tiainq 

13 difference diainlabaa, doea it not? 

14 D. URI Y-, it doe. . 

15 CODJIOIODa DlUIIO•r Okay. And then that 

16 voulcl j~t be a nor-al reault, a no~l accountinq 

17 r..ult ot aoceleratin; the depreciation. 

18 

19 that. 

30 

a. JaaW1 Yea, it ia. I vould aqr•• vith 

MMlfl'JIIODa D"IO•• Okay . 

U a . una I'• j~t -yin9 in teraa of 

22 vbat'a bean booked and bov ra~ bava bean calculated, 

33 PPL U. bad the belwtit ot t.bat by baVillQ -- by beinq 

24 able to taka depreciation on a acre accelerated baaia 

35 althouqh it'• not tully r•tlaoted in ratea and that 
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1 a.cn:ant baa ~ tr-te4, I Wl4en~t&n4, •• a aero coet 

2 of a.pit.al for PPL. So in that respect the cuataa.ra 

3 that paid in oaab through the -- bow it '• bean 

4 retleoted in t:be revenue requir-•nt , tor ao-thill9 

5 that they art~ euppoae4 to ;at back latar, but haven't 

6 yet. 

7 '1'he only other thing to add vith respect to 

8 Mr. Childs ' ca.aenta , vas AaarlBteel did interv&ne and 

9 then .ubaequontly vit.bdrav troa the a t .randed 

10 inv-tMnt 4oolcat the first tU.. around . our 

U. vit.b4raval vas in part - or a lU'9e part due t o 

12 diacuaaiona vitb repreaentativ .. troa FPL where we had 

1J the expectation of beinq able to di.auaa inforaally 

14 outaida of that docltat bow beat to addr-• eo- ot the 

15 differ~ that we bad. 

16 Al.4 the ahort anawar to that is that has not 

17 been productive . So our vithdrawl troa the caae had 

18 notbinq to do vith our concanua at t."le tiae as to the 

U -rita of the polloy that • • bean reflected in this 

20 plan. AM to the extent that the dollan an gattlnq 

21 aubatantially bigger, particularly vitb uai119 the 

2<l out4ated reve.nue forecast -- there • • no r .. aon to use 

23 the 1 96 torecaat t or '98 and '99 at all -- th~ scope 

24 of the plan in teras ot what•• beinq hald tor 

25 a441tional cbargea baa qottan aiqnificantly qreater. 



1 mQtlllODI DDBOJII Well, uaing the 1 !16 

2 fo&"MJ&&It, if that. ia a conservative forecast, than I 

3 would aharaotarize it aa 

4 an inaocurata forec&at. But if I cbAraotari&e it aa 

5 conurvativa, that u•M that then•• ;oinq to be aon 

6 revenue. thAt are 90in9 to ba available to ~ utiH&ed 

7 for t.Ae p&rpeaea of ac14r .. aing the- concern.; i.e., 

8 depreciation, dacoa.iaaionin9, diaaantlamant and the 

!I pr-iua on r .. cquir.d dabt. 

10 a. unc Tbat 'a correct . But it also 

11 ..ana that --

12 OQMMliiiOna p•a•o•• &acauaa fro• ona 

13 .. peot tbat 1 a an advantaCJ•. In other worda , there • a 

14 110re a.rtainty that there 1 a 9oinq to ~ dollar• that 

L5 are available to acS4r... th-• conC4.l"IUI aa oppoaed to 

16 dollars thAt would flov tban t o earning• would than 

17 flow to atoo.kbolc1ara an4 thia co-iaaion could not 

18 addraaa until we want throu9h a full blown proceedinCif 

19 a.ncS aaaertac1 juriadiotion ovar thoae fund•. 

20 Do you aqr .. or diaaqraa with that 

21 cbaract.riaation? 

:.:12 a . una Without 9Qing baclt to the 

23 jllriadiotion over the fUNS., I uould aqrae that, yea, 

24 it -u. a bi99er pot of dollar• to ~ expanaed. And 

25 that it yon look at the affect that tbat haa on 



1 eu-ni.n9a, it ~cS tend t.o ct.pr ... tlla raport.cl 

2 euni.n9a in ~· yMn. 

3 AD4 at tlle rata that PPL' • fixe4 coat• arc 

4 90irl9 dowD, ICr. Cbilct., I tllinlt, c1eaorib41d vall bov 

5 thalr capital coati have ~ 4ovn aiqnificantly, how 

6 U..ir oa ~ta are c1ovn aiCJnificantly. A lot of 

7 tbair .. jor ooet cSrivara tbat an in baaa rataa, -

8 oppoaed t.o tboea recovered thr~b tlla ac1juataant 

9 olau..., bava vona c1ovn aiCJnlticantly all tlla ti .. 

10 ~anu.. an voi~ up. lt'• only tlla adjuataanta to 

11 tba ct.preciation, tlle r-•rvea, that it ..... to ua 

12 an ~pifiv thea belov the exiatinq Mrninqa cap, 

13 Wbiob if - -n to .. t it toc1ay " "uld probably be 

u oonaict.re4 bi9b. 

15 OOMMT•axoxaa GAaOX&1 I'• ready to aake a 

16 !lOtion. I '• 90in9 to aova Staff. I tllinlt ao- qooc1 

17 pointa bava been II&CS.a. Tbia PAA, you have a riqht to 

18 follow cour .. on. I'• qoinq c1o qo &bead and •ova 

19 8taft. 

20 00¥¥'1110 ... oa&~o•• I want to aaoond tha 

21 action, and let .. atata two tbinqa. P'int, I think 

22 that tbare'a • lot to be qainac1 by c.rtainty aa 

23 aaaociated with Wbat in ltaft'a ~tion. And I 

24 know tbare'a a lot of tblnqa to be ac1c1reaaac1 , but 

2~ we're qoin; ahead and adc1reaa1nq riqht nov the 



1 procadu.n t:bat'a ;oing to be tolloved. And without 

2 t:bat: ve ~cS not know -- the other recour- vould be 

3 to try to hava aoae type ot a rate proceedin9, we 

' cSon•t know Vbat the outco- ot that would be. 

5 And tha aeeon4 COliMJlt I vant to aalte 1a I 

6 vant: to OOIIPlillant our Btatt tor be1Jl9 proactive in 

7 thia area and goin9 ahead ancS taJtJ.ng a look at thia 

8 and brin9in9 it to u.. I thinlt that'• a viae uae ot 

9 their tiae and reaourcea to be looking at thea• tbinqa 

10 an4 bringiJ'I9 it to u. on aucb an early tiae achedule. 

11 OODTI'IlOIID CI&&CUt Absolutely. I vant to 

12 aqree wit!l that. And, likeviae, I thank AaeriStaal 

13 tor being bar.. I t!linlit you are bringing up iaportant 

u poi.mta that tbb Ca.ai-ion haa to look at, but 

15 nonatbel•- I t!linlt that the Staff baa aade the ri9ht 

16 ohoioe in tbia oa-. 

17 CD"'A• Jouao•• 'l'bare 1a a action and a 

18 aeoond. .t.ny further di~JCNaoion? 8eeinq nona, all 

19 tbo .. in favor abou.ld reply by aayinq aye. 

30 OOM¥11110 ... QJJlCUI Aye. 

21 

22 

"""'U:PlOIID DUll/)•• Aye. 

O'\!CM1'1tlona uaaLXJIOa Aye. 

23 a.&%..._ Jo .. ao•• Aye. Sb~v i t approved 

2' u.naniP""UUly. ftank you . 

25 • • • • • 



1 STAB OP I'LOUDI.) 

a OOOJft'Y or I.aOII ) 
CD'l'IPICATB OP REPORTER 

J I, ROWENA NASH, Otticial eo.-taaion 
Raport.r, 

27 

DO HIRIBY C&KriPY that the Aqan4a conteranoe 
5 ltaa ~. I in Docket No. 970410•1l vaa heard by the 

Plod4a Jublio Service eo.-iaaion at tha u .. and 
6 place herein at:Atadr it b further 

7 CIRTIPIID that I atenoqraphioally reported 
t.ba uid pzoceedillga tro. tape 1 that the allllle ha. bean 

8 t.r•naoribed uncler ay dir810t euparviaion; and that thb 
t.ranaoript, conaiatin9 or 27 paqu, conatitutaa a true 

9 tranaaription ot ay notes ot aaid procaadinqa 

10 

11 

13 

15 

16 

17 

18 

19 

20 

22 

23 

a• 
25 

DI.T&D thia 15th day ot April, 1997. 

ltOWUA NASH 
Official co--laaion ~porter 
(90•) UJ-6736 
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