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June 22, 1998 

Ms Pat Lee 
Utility Systems/Communications Engineer Supervisor 
Florida Public SeMce Commission 
Capital Circle Offiee Center 
2540 Shumard Oak Blvd 
Tallahassee, Florida 32399.0850 

"L.~ t I , I 
I • I I • !I I • • • I. 

l. ' .,; .. t . . . ... 

I. n I ~' ,- ' ; • • r • 
j , • : J 

Re: Docket No. 971660-EI, 1997 Depr~ia1ion SIUdy by Florida Power & Lighl 
Company 

Dear Ms. Lee 

Auached is a copy of Florida Power &: L.igh1 Cumpany's response§ 10 your qucs1ions 
concerning its depreciation atudics that were flied in Dockc1 No 97 1660-EI. In addition, 
I ha\-e enclosed your disk cue which con1ains the same infonnation Please let me know •f 
there s any additlon41 infonnation you ne.:\1 

Sincerely, 

&,J!/dt~ 
Donald L Babka 
Director o f Regulatory and Tax Accounting 

Attachments 

cc W G Walker Ill 
Matthew M Childs 
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Attachment I 
Docket No. 971660-EI 

FLORIDA POWER & LJ(a iT COM PAN,. 
DEPRECI ATION STUDY- DOCKET NO. 911660-EI 

INITIAl REVIEW 

1 997 Activity: 

In rtViewln& tbt 1997 acti,•ity p ro,•idtd, wt bavt found t llsts wbtrt rHrn •t ~u 
tn:u ferred without any auodattd ln\'tlltment. Tbtrt art also lnatanres whtrt 
traMfen of lnvatment and ratrn appear to be in oppo,ite dirtrtlons rrom what logic 
would dictlltt- Tbese a reu of ron rem are listed in the followins: tAble " 'ilh thr givtn 
location and at-couJJt. 

JAratlon Account lnvntmttnl (Sch. I) Rarm't' ( Sch.1 J 

Ma11ate1! Unit I 314.0 s (52,929.25) S2.l01,554.18 

Martin Unit 2 31 1.0 - 0- 339,140.56 

312.0 - 0- 247,431.07 

314.0 - 0- (2,341,616. 98) 

Port Evtraladu Common 3 11.0 (159,072.75) 1 ~178.82 

RMt ra Common 3 11.0 • 0 - 788. ' I 

3 15.0 - 0 - 1,783.88 

3 16.0 - 0. (38,446.09) 

Sanford Common 311.0 • 0 - (4,599.51} 

312.0 (11,001.43) 16.536.49 

Sanford UnitS 312.0 11,001.43 (16,697.94) 

~btrtr Unit 4 312..0 (754,1 19.23) 1-15,11 6.28 

SJRPP Common 3 11.0 - 0 - (7,9H6.4-I) 

SJRPP Unit I 3 11.0 - 0 - 1)1 ,695.66 

Turkey Point Common 3 1 1.0 39,972.13 (6,580. 75) 

Turkey l'oint Unit I 311.0 (39,972.13) 2:l,866.09 

312.0 - 0. (28,496.14) 
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LocaJinn Account ln>oatmLnt ( S ch. I) R~sc-n·~ ( Sch. }) 

Turkey Point Unlt 2 3 11.0 - 0- (1!,565. 19) 

3 12.0 - 0- 19,621.81 

St Lucie Common 322.0 (512S64.71) 48,553.39 

323.0 - 0- 14 7,060.6:\ 

St Lucie Unit I 321.0 - 0 - 203,160.70 

322.0 (3,.395.66) 2.019.29 

St Lucie Unit Z 322.0 515,960.37 50,572.68 

323.0 8,580.00 (2 1.024.70) 

Turkey Point Commo:1 323.0 . 0- (-1,631.51) 

Lauderdale Uo ll 4 341.0 -0- (6,SI4.28) 

344.0 - 0- (5,698.42) 

Pt Everglaca GT'a 341.0 - 0- ( 1.300.31) 

345.0 - 0. 3,510.64 
·-

Putnllm Common 30.0 (255,973.57) 3 !1,640.117 

Putnam Unit I 343.0 2!i5,973 .. 57 (3~.640.87) 

Other Production 344.0 • 0- 8.800.38 

Tn~nJmiJJion Plant 354.0 - 0 - (272,.33.<i.43) 

355.0 I 0, 790.4!1 ( 1 3~'166.0 I ) 

357.0 • 0- ('Jl6,91-U7) 

358.0 - 0 - 936,91-1.37 

359.0 - 0 - 302,665.S!'i -
Oi.ttributlon Pl.aot 362.9 7,174,103.06 (882~'178.21) 
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l.«aJion Account Jnvntnu nt ( Sch I) Rtsrn •t ( Sch 1) 

Distribution Plant (toni.) 364.0 11 ,145.80 (1.692.27) 

365.0 ·0· (272,801.61) --
367.7 • 0 . 61,.3493.1 

369.1 - 0 · (54,949.92) 

370.0 2,.371.45 (324 ,076.63) 

371.0 • 0. ( I ,66~.52 1.09) 

371 .2 20.00 3,413,561.5 1 

General Pl1n1 !Depreciable 391.6 . 0. (7.,.397.99) 

392.0 • 0. (162,.317.62) 

392.1 .o. 8,894.89 

392.1 • 0. ( 1 ~6.779.89) 

392.3 (965,941.38) 14 1.227.81 

393.1 • 0. (7.154.70) 

395.6 . 0. 1, 195.()2 

395.8 -0· 2,895. 13 

397.3 6,437.00 2.00 

391.9 67,182.52 ( 158,08 1. 79) 

395.2 . 0 . ( 135,805.38) 

Pages t and 2 of Attachment Ill provide~ rea50n code for cnch u<-count ond l'ng..-~ 3 ond 4 prn' ide 
explanations for &;nth renson code. 
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2. Stalfhu ool~ that tb~re arc numerous rctinments ,. itb no usodac~ ro~t of removal 
shown on Schedule H, as of 12131197. Whlle we ncogniu that there can be dda)'S in 
bookJng r emonl COlts, tbb dot• not seem to be a reuonable conclusion conshlrrhllt 
tha t th~ retirements wilbout removal costs r epresen t about 38% of the tota l scum 
production retirements for th~ year. Please UJ.Iaio each retirement for which t here iJ 
no cost o'f r emoval. 

Pages I through 3 of Attachment II provides n description of the work order. the rctircmcnl 
nmo un1 and a note reference for each retirement with 7.cro cost nf rcmnvnl , l'ngcs -1 nnd 5 
provide eKplonntions for each note reference. 

3. A cost or removal of $1~,001.37 iJ shown for Mar1in Unit 2, Accou nt 314.0 
T urhogenerator Unlta, on Sched ule II as or 1213 1/97 wUb no auoclatrd r eti rement. f'or 
prior yean, Schedu le U iodkatea retlrt meots u follows; 

1996 
1995 
1994 

Total 

$31,487.72 
S13,004.75 

. 0. 

$44,492.47 

Less than $50,000 in retircmtats over tbe four year period docs not snm reasonable 
suppor1 f or Sl.5 million Ia cost of remo\•al. Please tl"plain the cost or r r m0\'&1 entry. 

The Sl .~ million cost of removal relates to the repluccmcnl of Low Prcssur.: Turbine Rl turs 
ot Martin Unit 2 (Account 314). The llSSOCioted retirement. $4.55 1.124.R6. wns nut rccurd<xl 
until February. 1998. 

PRODUCTION PLANT 

4. I' lease provide atlmata , u available, by accoun t by unit for each si t~ fo r thr costs of 
ubettos nmoval apec:ted to take place in t he period 19911-2001. Additionally, please 
provide updat~ atimalet of currently projm~ overbaulslreplacement~ npeet~ to 
take plare In the ume period. Thb should Include invea tmrnts to he retired llnd 
auociat«< salvage and costs of removal/d isposal. 

FPL changed iiS clossification of propcny retirement uniiS effective in 1997 and n.~ a result. 
insulation is no longer considered a retirement unit Therefore, the cost~ uf •"bcstos 
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insullllion removed during maintenance or overhauls would nomu•ll) tx cllll'I:<'il to C.\J)<:IlSC. 

Currently. FPL docs not plan to expedite the removnl of nsbcstos. nnd ns SIKh thl"rc is not a 
defmed schedule for iiS removal. However. asbestos ,,;u be removed when encountered in 
conjunction with plant modifications. overhauls Wld maintciUUicc. lt' sassum<'<l that snm~ 
nsbcstos will not be removed until the finn] dismMtlcment of o uni1. These umowtts arc 
currcmly being idsntificd by the Power Gcncnuion Dusincss Unit for inclusion in FI'L's 
dismantlement studies that will be filed later this year. 

Sanford Unit 4 is the only ~ning unit that FPL hns plnns to do major overhaul rcno\'ntion 
work in the 1998-2001 time period. TI~e scop.: of this project includes ooilcr refurbishment 
nnd turbine blade replacements. The cost of this overhaul is cstlmntc:d at S 12 million, of 
which approx.imntely Sl 0 million is maintenance expense and $2 million is capital. Titc 
cnpillll expcnditW'C$ include the replacement of cconomiur headers and dampers. 
Retirement and removal estimrllcs arc: not known at this time but will be provided to Staff 
when the information is nvailable. 

5. In Docket No. 941317-EI, I li ff quCJtioned the 6 yur r eplacement intcn•ab ror Ci'rUiu 
stnta at the Martin Powu Plant Site, Combined Cycle Units 3 & -1. 

a. A ccoupl nymbtr 343.0252 Transition Nonie:, 
FPL shltcd that the 6 year rcplactmenl lnten•al was based on u 6 yc~tr warnanty 
specified by G~ntn~l El~lric:. In lhrcurrcntl997study, however, chr Company 
lndlclles a replacemenllnlerval o r 5 years. 

I) Lr I ben nozzles a re replaced in ~ yc•rs, will th ey be r eplaced 
under warnnty? If not, what h•s changed since rhe 1994 scud)•? 

No. In nnswcring StaJrs lnicial Re\'icw Question No. 5 in Dnck~t 
No. 941317-El, FPL stntcd that "Gcnerol Electric Co. has warranted. 
in their documcntntion with the Complllly. thai the fired hour 
repla<:cmc:nt life: of these pariS Is 48,000 hours {6 yc.ars)". Titc word 
warranted should not have been used in this sllltcmc:nt. The 48.000 
hours (6 years at base load) \VIIS lhc l>cst cstimnle ni that time ofihc 
replacement interval for this equipment baS4'd on Gcrn:mll:kctric Co. 
recommendations. 

The wurranty from Gcncml Electric Co. on the tmn.-.itilln nuolc> is 
24.000 opcmting hours (3 ) 'eMS Ul hluc loud) during the lir..t fi"c 
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years of unit operation. AOer the lil'lit live ycnrs a f opcmti<>n , I he 
warmnty period for the tronsition nozzles is 12 months. 

2) If I he nozzles will be nplactd under 14'arranrry, ,. bar iJ rbr 
Company's planntd rreatmrnr or nrlrcments, cosl or rrmn•·al, 
and ulvagc? 

lfanozzJe is replaced under warranty 1he ~placcmcnl nuulc \\Ould 
carry the snme origiool cosl und dcprecinlion reserve IL, I he original 
nozzle. Cosl ofn:rnovnl. ifno1 cove~ under the wnrrnmy. would be 
charged 10 expense. There would nol be any sah·n,gc >i ncc the p.1r1 

would be returned to Gencrol Electric Co. as part of their r<=,tn:h for 
parts improvemcm or l.esting. 

b. Arc:ount gymbtr 343,0265 Combys!log Alacmblc, 
In the 1994 updated study, fPL slated lbar lnformatlon which General F.lcclric 
Company bad ldcnllfltd since the original aludy wu filed rauscd II ro shorten 
lhe rrpiJaccmcnt lntel"\\al to 3 yun. In the current 11udy, u S yeur rcll llccnlrnt 
interval iJ now proposed. Wbal bas occurred alncr I be 1994 ' t udy ro lndlcarc 
a longer rrplaccmcnllnlcrval for lhilslrata? 

This pans assembly has a targeted li fe from General Electric Co. of -10.000 houn. (vr 
5 years at b3sc lood) and a warmnry life of 18.000 hours (2.25 years 111 b:t!>C load). In 
tlte 1994 study FPL chose to use nn nvcrnge. c;onscrvulive.lifc o f J )Cal~ fi11 these 
parts due to the unknowns in the technology. Wilh 5 years of experience behind us. 
we nrc able to utilir.c the rcp.1ir intervals nnd upgmdcs 1hn1 Ci<!nc:rnJ Electric Cu. has 
proposed. Our experience is proving 1hm we can obtain S years of rcpaimblc scn·icc 
from these parts before they are no longer useful. 

6. St. Lurie: 11pd Tyrkey Point - Nuc!ur 

a. \Vbal conJideratloOJ bu FPL given regarding culy sbutdo,. n or liccnn 
renewal of Its nuclear uolrs? 

A~ presenl, Fl'l. is no1 nwntc uf any issues thai rcsuh in u high f'll>hahilit) of 
shutdown nfillJ nlKllcar uniL, prior lo the: end of the curTCnl operating license~. When 
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a :signifiCWlt regulatory, operational or equipment replacement is~uc arise>. 1-1'1. 
weighs the cost of Bddre:ssing the issue versus the anticipaltd benefit of continued 
operation of its nuclear units. 

As a matter of policy, FPL's Nuclear Division ;s commiucd to preserving the license 
renewal option for all its nuclear units. At this time FPL has not mode o d~-cision 
whether or not to pursue license renewal. 

b. With license luminadon Khcdulcd for 2012 and 2013, raprct inly, ror Turkt'y 
Point Uatu 3 and 4, how far in ad, ••act will FPL nud to make tbe decis ion 
Internally whether or not to auk a llceruc extension? 

To date, no nuclear phmt operator hns received o license extension so there: is no 
experience upon which to base our response. l lowevtT. given FPI. · s ~ystcm planning 
horiz.on and o reasonable estimate for the time to obtain a license extension. FPI. 
believes that o decision would need to be mndc: \\i thin the next few years. 

e. Whallbinp (lleps, l lmellne) don NRC require. 1r llrrnu ellenJion'! 

Title 10 of the Code ofFcdcnl.l Regulations (CFR) Par S4. outl ir= the rc:tJutrement' 
for renewal of opcrat.ing liCCIISC$ for nuclear pow .. r plnnts. The 11pplica1ion must 
liiiSWer the question: Can the: plAnt continue to opemtc sruely in the renewal period? 
lhc appliCWlt must dcmonstmtc that it CWl manage aging efT~-ct.'l ad.:qwucly twer the 
renewal term through: 

i . aging evaluations of cquipmem: 
2. assessments of existing maintenMcc ond survci i!Mcc program~: ond 
3. identification of equipment and progrnmmntic cnhnnccmc•ll~ ""-c=ry tu 

operate O\'CI' the renewal term. 

I 0 CFR Pan S4.17(C) prohibiL, suhmitml of n license renewal apphrution .:.~rii~ than 
20 years before the expiration of the operuting license currently in ciTc'CI 

7 
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TRANSMISSION. DISTRIBliTlON. AND GENERAl. PLANT 

7. In your S!alvage analysis, what types of aclivitles are considered as "othrr reco••cries" 
und whal actlvltle. are conaidend as "salvage"? 

Salvage is COIIllidered to be nny retired item that Is rctumcd to u 1'1'1. sturcroom nnd 
inventory system either for future reuse or disposal as scrnp. 

Other recoveries in the salvage analysis includes only proceeds from sales. RcimburscmcnL~ 
received for plant related ittms such as insurance recoveries. Department ofTmruportntion 
reimbursement, ond vc:ndo.r Wl11T1111ty reimbursement arc excluded from the study. as an: the 
nssocinted retiremcnt5. 

8. Easements fAuougt3S).ll 
b the cost of eaumeniJ generalty for contracts wb.lch an held In pcrpC!tuhy or untllthe 
line or auhstation b nmovrd from the location? lfao,IC baa been suacttcd that tbi'JC 
costs an really Intangible In nature and abould be amortlud onr thrlr uJefullifc not 
to exceed 40 yeus, ln accordance wltb APB #17. We would appreciate you r thou~thb 
in thiJ rega rd. 

Generally FI'L's easements arc held in per(X'tuity. Its contracts for casement~ stat.: "an 
casement forever for 11 right-of-way•. 

Statcmenu o.'Finnncial Accounting Standards (SFAS) No. 71. Accounting f.or th<: Effects of 
Certain Types of Regulation. provides guidance on IICcounting for intllngible li5$CIS by ~ 
regulated enterprise at po.rag,raph 29 and 30. The SFAS uses goodwill llS 3.11 example of an 
intangible llSSCt nnd 5Ullcs thnt "If the regulator pennits the goodwill to be ~~monit.cd over a 
sp.:ci fic time period llS Mllllownble cost for rnte-mal.:ing purposes. the regulato~·s actinn 
provides tre:J.SOnnble llSSUI'IIIlCC or the existence of 1111 IISSCt (p:li'OSf11ph 9)·. The goodwill 
would be nmorti7.cd for finnncinl reporting purposes over the period \luring which it will be 
allowed for rnte-rnaking purposes ... • SFAS No. 71 provides the uppmpriotr: occnuming li1r 
n regulated enterprise untll the regulated enterprise comes off of SFAS 71. Fl'l. ha.~ not 
come off of SFAS No. 71 nnd, therefore, the rocovcry peritJd allowed by the Florida Public 
Service Commission for cascmcniS is still appropriate for FPI .. 

Even ifFPL were to come off of SFAS No. 71 the obovc SUIU!cstion would n<>t be entirely 
true. Accounting Principles Board (APB) Opinion No. 17. lntang.iblc Assets. require) that 
the eos1 of an inlllnelblc asset acquired nfter October 30. 1970 be amonit.cd over the shoncr 
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ofiiS estimated useful life or 40 years. This Opmion superseded prospccti•·d) Accounlinw 

Research Bulldin (ARB) No. 43, ChapterS, JX11IIiTilllhs I through 9 AR£~ No 43. Chapter 
S rel:ues 10 ini.D.nsible MSCIS acquired prior to October 30, 1970 ami doc~ n<>l mjuire 
amoniution o f those intMsible llSSCISihnl do not indic:Die n lomited lofc. I he ARB doc~ 
however, allow for lllllon iution etlhc discretion of the compnn)• lltld ~IIIIQ that the period 
should be reasonably long. Since APB Opinion No. 17 rel ates only to intnn.:lblc o,,..,, 
acquired after Oclober 30. 1970 and opproxlmo1tly 20"/o of FPI. 's cnsemcnls "ere acquired 
prior 10 thai time, i1 would not be appropriate to SUSllcst lha1 the cost of all of 1'1'1 · ' 
eosements should be amoniz.ed over o period no110 exceed 40 ycnrs c\cn If Fl'l. did not 
comeunderSFASNo. 71. 

9. Oxcrbnd Cogdq(1on agd Dalen IAccounJ l!Wi} 
Looking at lhe mosti'U'tot 5 yua of oct aalvage acth•ity, cost of n-moal hh aHraged 
about so•;. with lllvale averaalnl 7% and other '"""vtria 1\ CraJ!Ifllt 41 %. While 
FPL'a proj«ted l"l"moval coeta are lo lloe with tbu runt activity, "'' arc ba•ln~t aome 
difficulty In undcataodlngtbt rationale for projected 11h•age of2S%. Plttuc colijt)ltcn 
ua. 

·n1c Annual Sl.lllus Reports conlllin all lranSllclions thnl occur in u purticulor lcdllcr ycnr. 
however. for dep=eciation study pwposes ccnnin items ha'•c hccn remo".-d I ur ms111nce, 
I he Annu.al SIJltus Repon.s for 1993 w I J9Q4 include approximately S3 1 nul loon in olher 
recoveries for Account 356. Of this amount. npproximately $1.9 milliun was due tn 
insurunce recoveries resulting from Hunic:anc Andrew and an oddi110nal Sl () m1llion was 
due: 10 reimbursable relocations. If IIII115J'CCIS of the: reimbursable~ (i c . the retirements :u 
\\ella. any related I'CSet'YC activity) ore removed from lhc nnzd)sis ond fi\C·)'C.lf mlling 
bowls c:overing lhc 198S through 1996 period (i.e .. 198S-1989, 1986-1990 lltld 1992·1->96) 
are examined.lhc salvage lltld olhcr rteo\·c:rics combined have remained gencrull~ mlhc m11l 
2<Wo runge. FPL feels thai 2S% is o reasonable: estimate for salvogc. 

10. Overhead Cogdurtoa agd Dcylca lMrount 3651 

•· Please nplaln the rationale aupportlngthe comp•ny'aaah••ge pntpu•wl uf .10"/o. 

Excluding insurance: recoveries from llunicanc Andrew and other reimbursable•. u 
five-year rolling band analyJis indieotes th31 salvage (i.e .. .:ross M hUilC nnd o1hcr 
recoveries) has been running in lhc 20% 10 -10% runge H'l feel> thai the l~. 
cstlmllle Is well within this 11lllgc and should be indiC4tivc: oflhe future 
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b. An 1alvagc proceecb from dlstriburlon sc:np wire rhara~ ' " rbb aceounr? 

When wire is removed from service and it is detcnni ncd to be unusable, the current 
market price of scrap wire iH recorded ns !llllvngc to the dcprccic!ion reserve uccow1t 
as.scx:ioted with A ccount 365. 

II. S111iop f:qujpmcpt CAreoupb 353 and 3621 

a. Is any of tbls equlpmcnllubjert ~o "'use? tr so, please provide a d ..srriplion or 
tbt subject equlpmenl and a discuuion of your r cwe pnclicCSJ. 

Yes. Approxlmotely 2% of the 1997 n:tirement dollars in these accounts represents 
equipment which wos retired nnd !llllvnged for reuse. When any equipment is 
removed from service it is evnluntcd for possible: reuse. tteusc depc:nd.s on the items 
physical condition and whether the itan is still compatible " i th equipment ctill in
service. I f it is determined to be reusoble the item i~ returnc:d to M&S inventory a.nd 
the n:servc is credited for the current nvcrnge uni t cost. If the reus nble item hns to 
be refurbished, SAlvage is r.:cordcd nt the current ftVcrng.: unit c:ost ii!ld tlw cost 
incurred t.o refurbish the w1it ill ebnrged to operations nntl maintcnnncc: expense. 

b For other companies, we arc hearinll t hat d lsrribu tlun sla lion equipment is 
subjecl t o more frequent retir ement !ban transmission slalion r rtu.pment to 
acrommodatc ;row1h and cbanltlng cuttomn needJ. Arr o rd lnlll)', a ahor1rr Ufc 
b geocnUy propos~ ror d!srriburi on alation equlpmcnrrhan fo r tnrumwion 
~ulpment. In thb srudy, however, we are seeing tht opposite. A sbor1cr lift is 
being p roposed for tnnt miuion sla llon equipmenl !han for dlslribulion 
equipment. I' lease comment. 

Distribution station equipment. Account 362. nod tmnSmission stalum cqutpmrnt. 
Account 353, arc relotivcly similar in llllturc:. For example. both hnvc many 
comp;lfOble lypcs of eqnipmcnr, the investment in both accounts have more than 
doubled in the pll.S1 15 yenrs. and the retirements of both nre rclmivcly low as o 
percentage of the c:um:nt plant occount balnncc. On a <Junntity b:lsis. the distribution 
substation IICCOunt certninly luu more retirc:m<'nt activity than the tronsmission 
substation IICCOunL However. Wllllysis blued on pl1111t invc~tnu:nt indicates that the 
transmi55ion equipment hns 11 sligh!ly shorter nvt'fllge service life. While gro"1h and 

10 



.. 

Attachment I 
Docket No. 971660-El 

changing customer needs do influence the retirement patu:m of distribUiion 
equipment they also influence tile tronsmission nccounts n.~ \\ell. TI1c nvcrngc 
sc·rvicc live$ und avc:roge remaining lives for these two accounts rcmarn cln~c. 

howevu, based on FPL's analysis trunsmission substation <!i]uipmcnt docs huvc u 
two year shoner life than the distribution substation equipment. 

12. Liar Transform en CAccogp! 368! 
The company'• net ••lvage proposal iJ comprlled of a 30"/o cost of removal and • s•;. 
salvage fildor. Accordlog to data taken from annualst• tus rcportJ, other recovrril'!l 
for the 1992 - 1996 period have averaged 15°/o with saiYage ave raRing. u ·ro. 

a. Pleue help UJ unders!Jiod the nllonale for your p roposed 5% sslngc factor. 

Alf\er the removal of insumncc recoveries fmm llurriconc Andrew und other 
reimbunables, rolling and shrinking band analysis were run covering the 191!5 
through 1997 period. Five-year rolling band analysis indicated tl11ut salvage \i.e .. 
gross salvogc and other recoveries) has been running in the 0% to I 0% runge. 
Although salvage. other recoveries. illld removal costs llS50CiatL'tl with this account 
m.Ay be imp.'!eted by voltage re11ulntors trnnsferred front Account 362 in 1997. FPI. 
feels thnt u salvage estimate (i.e .. gross sal\•age nnd other recoveries combined) of 
5% is a reasonable estimate of future snlvagc 1111d that ncguti'" :!5% ~hi>Uid be 
indicative or OC1 salvage in the future. 

b. Tbr accounting procedure for line transformers iJ 'cradle to gran'. As such. 
tbr colt to remove the transformer and tran~porllng to lnvculo ry, where the 
declllon IJ made wbelber or not lo rcfurbllb, should be uprnsed. Cost or 
removal 1hould relate to the final dilposillon when lhc transfom1cr iJ jun k.cd. 
Fe~r this reason, pleue explain the removal costa FPL is Incurring wi th the final 
retirement of thll equipment. 

The removnl costslhlll FPL is recording in Account 368, Line Trnn5forrncrs. relates 
only to the final disposition or the transformer. The removal costs thlll FPI. is 
in.c;wring "'ith the final retirement of the transformer includes the !hlluwint;: 

The crew's time ond expenses to n:movc the transfom1cr from the ln.~t in 
service location. 

11 
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The costs to prepare: for nnd dispose of the c:quipmem. including cost.~ to 
remove and dispose of the oi l. testing for contaminants. and dismamling of 
the con: nnd casing. 

c. What portion ofthe 1997 n:tln:mcnll and rrmoval costs arc associated with the 
r emoval of other rrtln:mmt units in Ibis accoun t beaidestransformcn? 

Removal costllnre reported and C4p!UIC!d at the plnnt account Jc,·cl nnd. therefore. it 
is cxt.n:mt:ly diflicult to determine the percent of removal ~u tlwt relates to spc:ctfic 
rc·tin:ment units. Based on 11 review of the norHrnnsformer items that were retired 
in 1997, Ute removal coru associated ~ith the non-transformer items would he le~~ 
th.an 5% of the total. 

13. Oycrbead SeryicM !Arcogn) 369.!l 
Net salva.ge act ivity over the pu t five yean indicatn costs of removal averaging O\•er 
100%. Your proposal Indica tes that thiJ level of removal costs Is not urcct~d in the 
futu re. Please provide some insigh t into your thinking. 

. 
AIU\ough the n:mo·tnl costs recorded in this account over the p:lSI five years have avcmgcd 
over I 00%, FPL used 11 more conservative approach ba.:.cd on nlmosttwcnt}" years of history 
and recorrunended for purposes oflhis depreciation study to continue to usc lhc 70"/a n:movnl 
cost as ' YaS approved by the FPSC in FPl.'s last studies. The 70% removal co>t i> still on 
the high side of those used by tlu: other Flo :ida utilities. 

14. lnstallaflop.l op Customer's Prcmbn CAccoup! 371) 
We have noticed thai removal eostJ have decreased during the 1993- 1996 reriod while, 
atlhe same lime, tbe level or retirements bl\'t In errand rather drama t ically. Durin" 
tbc 1982 - 1992 period, retirements totaled about S9.2 million; durin" 1993-1996, 
r etirements totaled S63.3 million • 

.._ What wa• the calllle for the Increase In retirements? 

From the late 1980's on, FPL purchased Wld instnllcd transponders fur usc in the 
Load MWlllgement System (LMS). Trnnspondcrs, like the o ther components of the 
Load M11011gement System. ll1'C deprc:ciatcd over 11 five year pcrio.d nnd rcco,·ered 
through the Energy Conservation Cost Recovery Clause. The capiwlmvc$trncnts nrc 
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nutollllllically retired 41\c:r they are fully recovered. 'lllc: first mnjor I.MS ~in:mcnts 
wen: recorded in 1993 bnd represented o.ssets installed in ledger ycur I t)SR nod prior. 
Except for the Annual Status Report.~ prior to 1989 (when LMS cosl' were nut 
completely segregated). the LMS inv~stment and related reserve components 
installed on customc:r premises can be foWld in subaccounts 371 .2. Residential Lood 
MIIJUlgement. and 371.3. Commercial Lond Mllrlilgcment. Since the inn-stmcnt and 
re fated reserve components are depreciated and recovered through the Encq;y 
Conservntion Cost Recovery Clause they arc not included in the life dctennination. 
theoretical reserve comput.ation. or sruvnge annlysis of Account 371.0 

b. Removal costs duri.ng the 1981-1996 period have avtraged about ol% with the 
1991-1996 period lvtl'1lglngaboutl0/o. Wby do you mlleve that I Otg~tive 20"1. 
net salnge b .11111 appropriate for thb ty~ or plan t? 

In the detc:rmination ofFPL's proposed net salvnge percentage for lhis accown. the 
LMS equipment, Hurricane Andrew related activity nod rcimbur5Dblc~ were 
removed from the dat.a. as was done for the life analysis. nnd various roll10g and 
shrinkins bands wc:re IUlalyud. Fh·e-year rolling bands covering the I <J8S through 
I 997 period (I.e., 1985-1989, 1986-1990, and 1993·1997), indicated that net ~u lvagc 
is becoming increasingly negative, from approximately negative- IS'l'o in rolling 
bands which span the 1985 through 1993 periods. to negative a 20 to 30% runge in 
subsequent periods. The negative: 20"/o net salvage which FPI. r«<>mmcnds in this 
study is a conservative: CSlimntion of wh:u is anticipated to occur in th~ future. 

c. Pleue explain why rhe n:moval cost data •ho.,•n in thr study t• diffucnt from 
lbal submitted Jn IIIDUIIIII IUI r rpllrts. 

In the depreciation study unalysis and proposals. the retirements nnr.J rclutcd reserve 
components used in developing the rotcs exclude rcimbu,.,.nents, m:ce the) cannot 
be relied upon to continue in the future. For example. the: Annual Status Report for 
the: year-ended 1997 indicates that $226.281.08 of removal cost \\'liS recorded during 
1997. Hown'el', oflhot amount $126,61 3 74 was due to r<'imbUI'Sllble project~. Afier 
these reimbursed removnl coslS were: removed. S'>9.1i67.34 remained u~ nnnnul 
rc:movul costs and were used in dctcrmtnmg the pmpol<Cd net snh age 

13 
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IS. Motor Ycblc!ca CAI>Cougt 392) 
1. In revlcwl.ag your analyses for these atcounls, we have noticNI t he tsbtenc-e of 

ncptin survivon. B«•uu survivi ng plant rd•tcs to the amount of grou 
aclld ltiona plaCI.'d In 1 glveo yea r that remain in service, t he conorept or nc~tatin 
survivon b not locJ~l While t he l'ffcC'I on the r esullinl! rcmainlnJ! life iJ 
negllglble, thb data abould be c:ornC'JNI. 

Tfue negative baltulce in Aeeount 392.1 was cAused by lll1 incorrect •·into~:c ~car. 

1985, used on an enuy n:cordcd in 1987. The corrttt vinlllgc: year should lw\'e bc:cn 
1986. This error is being corrected and will result in both vintage years ( 1985 nnd 
1986) having z.ero survivors. 

b. For •utomobiles, do the survivon from the 1959 and 1957 vin taJ:ts r~lly nist? 

No. The surviving balance shown ror vintage years 1957 wd 1959. S8.917 and 
$768, respectively, on Page 22 or the Gcnc:roJ Plwt Section or the O.:prccmtion 
Study filing (Volume: 6 of 6) do not rc:prcsc:nt any automobiles still in :.cn·ice. Thc.-sc 
do llars remain from the: initial creation of the: rc:sen·c acc<mnting mudulc or our 
Pro~rty Record Sy!tern. Tit.e!C stranded bniMecs will be mldrc~~cd during the 
con•-=ion process to FPL's nc:w fixed llSSCt system and " i ll cca.-.c "' exi>t \\hen the 
system is lmplc:rnc:nted. 

16. Communlutigp Equipmcpt <Acs:ount 397! 

a. What portion oft he 111 /98 account Investment rl'lates to fiber <'able? 

Approximately 42'Yo of the investment in Account W7.l!. t'nnunun.cntion 
Equipment-Fihc:r Optics, relates to lihc:r optic cnble. 

b.. \Vbat ls the num ber ofsbc.tb mllcs rtprCJOentcd by the lnvcsllncn t above? 

Approxim11tely 1,061 miles. 
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c. What portion of tbe account inv~tment r~latl'J to fiber elect ronics'! 

Approximatc.ly S8% of the invc::stmcnt in Account 397.8, Communi"nion 
Equipment-Fiber Optics, relates to fiber elcctmnics. 

d. Wbat portion of fiber cable inve~tment is considered "dark fibrr'? 

Approximatdy 19% of the fiber cnblc invc5tmcnl is considered J.trk filler 

"· What portion of the "dark" fiber inveJtmmt Is currently btlnl! lc1Ucd by olhen ? 

None. 

r. Do~ FPL own any ATh1 switch~? l h o, bol\' many? 

Y~. FPL Ius installed 47 A TM switches. 

g. What account includes the in•·cstment a»oclalrd " ·ltb A Tl\t ' " ltche, o r other 
t witching eq a]pmcnt? 

The investment in ATM switch:.s is recorded in Account 397. 1. ( 'ommunicntion 
Equipment • Other. 

b. Pluu provide a map 1bowlng t he location or your fibtr and switchinl! 
In vc.ttmcnt. Plea.tc differentiate between ' lit' cabJe and ' dark• cable. 

The mop is available for FPSC Staffs review ol FPl.'s lullub!IS!>C.: otlicc. FPL 
considen this document to be confidential. 

I. What arc PPL'• plaDJ for future fibcr optic dcploymcnt? 

FPL plnns to continue: Cltp;lllding its fiber oplic system 10 reduce opcra1in~; cos1nnd 
improve the rcliobility of the tclc:communication services. 

15 
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j. What a re FPL'a ncar tnm and long tcm1 plan$ for leasing "d..rk• fibrr? 

FPL docs not have plans to lease "dMk• fiber. 

k. In what capadty b your •ut• fiber cable currently being uJ~? l' lcuc pro,·ldc 
a Ust of all nrvlc:es currently bclnJ: provided. These services should be 
aepanted Mtwecn regulated and noorqulat~. 

The lit fiber cable is currently used for the following internal uullty 
te'lecommunicatioll.'l services; voice communications. data communic.ations. video 
services, and teleconferencing. In addition, lit tiber capacity is CUITI!ntly bring leased 
to registered telecommunications companies. 

Lit fiber cnblc used for internal utility telecommunications services would be 
considered regulated. The lease of lit fiber cnplcity to rcgi<tcr~ 
telecommunication., companies would be considered o nonrcgulntcd uctivlty 

I. PI case provide a lilt of services that FPL Is planning to offer in the nut 10 yun 
over Ill •ut• fiber. Apln, these acrvlcC3 should be sepantrd brtWl'rn regulated 
and nonrcgulared. 

FPL plans to continue to pro'• ide voice communications. data communicatim s. video 
SC'rvicc~ and teleconferencing services for utility opcmtions amlto coutinue to lcnsc 
capudty to rcg.istcn:d tclccommunicalions compllllies. 

Lit fiber cable u~ for internal utility tdc:commumcations services would be 
considorcd regulated. The lease of lit fiber cnpncity w ro:gistcrcd 
tcmccommunications companies would be considered o nonrcgulatctl .tcti\'IIY 
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1997 Srea m Plan I Rtlimnenu with Zero Cou or Rfmoval 

Footnolc upl.enJIIloDS: 

f1rndr.J .~" u, .. c..,..., 
...... ~II 
l!u._~n :-.... .,,,., U 
.,.., of , 

I. The original equipment wu charged to a u:it Jpccilic Conrinuing l'ropeny Record (CPR) 
location, but the new replacement equipme~~t w&$ identified to the Common CPR location 
Rctin:mc:nts were proc:essed apina !he Unit Spccili<: CPR locations. however. removal labor 
was usociared and charged by !he Propeny Record System to the Common CPR location 
Total removal cost incorroctly charged 10 the wrong CPR loeation amounted to S3.48S 

2 Rc:moval costs were noc charged by the 6dd when the COOSiruaion work was done Tlus was 
identi(jed during Work Order review and doStng Removal cost ofS 14,112 was tecorded 
in 1998 

3 The removal costs usociared wilh this re1ircmc:n1 was incurred and properly recorded U1 
November and Deccmbet. 1996 The retircmc:nl was posted 10 1997 when the new 
replaccmc:n1 equipmen1 became opentional 

4. The retirement was po$1cd in December, 1997. The removal costs were: posted 10 1998 when 
lhe comrac1or invoices were received and processed 

S The valdor who purehased !he uansfonncr from FPL provided his own equtpment and labor 
to remove and load the transformer onto his truck No coSIS were tncurred b) FPL for 
removal 

6 Removal costs usociated with 1hi1 retirement were incurred and properly recorded in fare 
1996 The rtlirement poslcd in January. 1997, when 1he new replacement equipment became 
opera1ional 

7 This retircmc:nt is for a capital spare part thai was located in a warehouse 

8 This r .. iremcnt is for fotkllfts. no • ~rnoval coSis incurred 

9. Retirement of coal cars that were destroyed due 10 • derailing The cars were salvaged by 
Union Paci(jc Railroad No removal costs incurred 

I 0 This is the retirement of radtos. no remove! costs tncurred 

II Retircmc:nt of a dozer, no removal costs incurred 
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Adjusuncnt co relircmmu resulting from lhe hi11ori<:al uniuzacion of Scherer Plane '"''eitment 
in 1997 

Upon completion of all hiStorical u .• iuuuon of production plane a physical audtt of lnllalled 
equipment quantities was performed at CJith plane location in order to verify the recorded 
unitization by CPR location. system. and retiremem unit The rWJhs of the physacal audns 
identified certain equipment which was either no longer in existence or was .abandoned in 
place In order to properly rdlec:t propcny records. retirements were proceucd co rdleec the 
actual inventoriei at the site 

Retirement of Contributions in Aid of Construction (CIAC). no removal costs tncurred 
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Florida Power & Light Company 
AtlaCIIment ttl 

Docket No. 971880-EI 
1997 Activity 

Une Location Account lnvaatmtnt (Sch. 11 

1 Manatee Und 1 314.0 (52.82!125 
2 Martin Unit 2 311.0 0 .00 
3 312.0 0 .00 
4 314.0 0 .00 
5 Port Evefllll<les Common 311.0 115!1.072.75 
s Riviera Common 311 .0 0.00 
7 315.0 0 .00 
II 3111.0 0 .00 
II SaniOid Common 311.0 0 .00 
10 312.0 (11 ,001 .43 
11 Santo~ Unh 5 312.0 11.001.43 
12 SchetWr Unit 4 312.0 (754,119.23 
13 SJRPP Common 311.0 0 .00 
14 SJRPP Unlit 311 .0 0.00 
15 Turluly Polnl Common 311.0 39,872.13 
IS Turluly Point Unit 1 311 .0 (39,872.13 
17 312 .. 0 0 .00 
HI Tuntey POint Unit 2 :Sli .O 0.00 
18 312.0 0 .00 
20 St. Lucie Common 322.0 (512.5114.71 
2 1 323.0 0 .00 
u St. Lucie UnH 1 321.0 0 .00 
23 m .o (3,395.88\ 
24 St. Lucie Unit 2 322.0 515,960.37 
25 323.0 11.5110.00 
2tl T ullley Point Common 323.0 0 .00 
27 l..aucl~ell Unll 4 341.0 0 .00 
28 3«.0 0 .00 
211 Pt. Ev81111J1des GT's 341.0 0 .00 
30 345.0 0 .00 
31 Putnam Common 343.0 (255,973.571 
32 Putnam Unll 1 343.0 255.973.57 
33 Other Produ<:tlon (SII Note 3«.0 0.00 
34 T ransmlsslon Plant 354.0 0 .00 
35 355.0 10.790.45 
38 357.0 0 .00 
37 3511.0 0 .00 
38 3511.0 0 .00 
30 OlstrWutlon Plant 382.11 7.175.103.08 
40 384.0 I 1,245,60 
4 1 385.0 0 .00 
42 387.7 0 .-'0 
43 3811.1 0 .00 
« 370.0 2,371 .45 
45 371 .0 000 
40 371 2 2000 
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2.301 .554. 111 . (3f 
33!1, 140.511 (3) 
247.431.07 (3) 

(2,341 ,818.!111 (3) 
1,378.82 1 

788. I 1 5 
1.783.811 

CJ8.4~.0il 

14,5118.51! 5) 

18.538.4!1 (1 
118.8117 !14 1 
145.116.211 II . 31 

(7,9116.« ) 5 
(131 .895.881 (31 • (5) 

!U80.75 (1 . (2} 

23.11SS.09 
128.~9614 5 ·-(2,5115.1V 5 
19.821.81 ~ 
~11.553.39 I2J • (5) 

147.080.83 (3) 
203.160 70 (3) 

2.~19.29 (3 • 4) 
!50.572.e'll 4 
(21 .024. 711 3 

~~.831 51 ) 5 
(8.814.28) !31 . t5) 
5,698.~2 (3) 

(1 ,300.31 (5 
3.510.84 5 

35.840.87 ~ 

(35 ,840.1171 4 
5,8911.42 3) 

(272,355.43 5 
( 13,5118.01 -,4 • 5) 
(938.91~.31: 2 
938.914.37 2 
302.885.55 2 

c8a2.5711.21 5 
(1 ,1192.27 _!&,_(~ 

(272.601.111 !51 
111.3411.34 (51 

(54 ,949.92\ {5) 

1324.071183 !51 
_ .(1 ,885,521 09) C5l 

3.~ 13,5111 .51 (5) 
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Location Account lnwstnant(Sch. 1) Reserw(Sch. 21 R .. son(t 

General Plant Otorecl1ble 38US 0,00 (7,387 gg !Sl . ~ 
382.0 000 (1&2.317 &2) 2 

382.1 0 .00 8894 88 2 
382.2 0.00 (150,778.08 2 
382.3 (11&5.84 1 .3& 14 1.227.&1 5 

3113.1 0.00 (7,154.70 5 
385.& 0.00 1,185.02 !5! 
3115.8 0.00 2.08S.'i3 (5) 
387.3 &.437.00 £2.7&H 2) (5) 
381.8 &7.102.52 (150,081 .78 t2l 
385.2 000 (135.605 3&) (5) 
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Reserve uansfcrs can look to be contrnry to the proper direction. or be present when no plant 
investment oppean to be uansferring due to S(:vernl reasons: 

I . Plant uansfcrs move dollars of all differu~t vintages into a.nd out of 11ecoums or 
Continuing Property Record (CPR) !ocations. Since FPL · s reserve is kel't by plant 
aceount/CPR locatioo/vi01age level. these tranSIICtions may sometimes oppear 
unusual. For cx.ample : 

Plant U'IIIISfcr out of Account XXX (assuming n recovery period of S )'ears) 
lnvesunent Amount : S I 00.000 
Length of Time In Account : 4 Years 
Reserve Bala.nce to uansfer: 100,000 X (4/5) • S80.000 

Plant U1111Sfer into Account XXX (assuming n n:co,•ery period of I 0 ycars) 
Investment Amount : $200,000 
Length of Time In Account: I Yell! 
Reserve Ba.lnnce to transfer: 200,000 X (Ill 0) • S20.000 

Aeeount XXX Transactions: 
Plant Trnn.sfer column : (SIOO.OOO) ~ S200,000 • SIOO,OOO 
[increase in plant] 
Reserve Transfer column : ($80.000) + S20.000 • ($60,000) 
[decrease in reserve) 

As can be seen from this illustmtion. the individual trnnsfers of investment nnd 
reserve are 11ppropriate although the account totals appear to be in opposite direction. 

2. Plant U'IIIISfcrs are not the only ttlii\SiiCiions thllt can cause reserve tmnsfers. ChAnges 
in plant account and CPR location balances caused by reversals of Bdditions may also 
cause reserve to be moved. Thi.s usually results from the unitiutton efforts or 
eorrcctions lllld adjustments. The effect of these tranSIICtions on the reserve cannot 
be readily seen in the Annual Status Reports, since the revci'Sill of additions are 
oommingled with all other additions and. then:fon:. can give the impression thllt there 
are n:5CI'Ve transfers with no related plant dollan being trllllSfcrred. 

3. Movement of plant investment in and out of a suspense CPR location Cllll move the 
assoc:ialed reserve. 

4. The automated reserve trnnsfer process in FPL's Propcny Recor.J System (PRSI 
moves a proportionate share of the reserve when a plllllt trnnsfer IS made. The 
uansfcr progJiltll does not distinguish betv.'l:Cn a positiv.: or negAtive reserve balance 
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dlld, therefore. II Is possible lhni n plant in service trllllSfer for .n cc:rtnin plant 
11ccoun1fCPR loauionlvintagc: year that hils 11 deficient reserve (e.g .• one that hils a 
negative reserve t11usc:d by retirements and removal costs which exceeded the 
accruals, SIIIVIIge and other recoveries) Cllll result inn trllllsfcr of n negative reserve 
amounts. 

S. Occ~tsions arise that require manual tmnsfers of reserves between plant ncc.ounts, 
CPR locations, and/or vintage years. Two ex.amplcs of ma.nual lrllll$(crs arc; (I) 
when 1111 error in 1hc reserve is corrected, and (2) clc:nring residual reserves relating 
to plantiiCClounlfCPR loauionlvintage years which no longer have plrutt invc:stmenL 
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