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DIVISION OP AUDITING & FINANCIAL ANALYSIS !BAST LEE .~fj J.' 

~:~ON OP BI..&CTRlC & GJ\S (COl.S~,k:_ 7/J #L--' {ti) 
DIVISION OP I...EGAL SERVICES (PAOdRTv \ · \ L j f 
DOCXBT NO. 970785 -EI - FLORIDA POWER & LIGIIT COMPANY -
DEPRECIATION STUDIES BY FLORIDA POWER & LimiT c::a-IPANY FOR 
SPECIFIC (STEAM) GENERATION SITES 

12/02/97 - RBGtJ1....I\R AGENDA PROPOSED AGENCY fiCT ION 
INTERESTED PERSONS HAY PAR'I'ICIPATE 

en I TICAL DATES: NONE 

S I' Y.CTAl. INSTRUCTIONS: S · \PSC\AYA \ WP\ 9'/078!> .HCM 
R:\PSC\APA\123\97078S. WX ) 

mssiON OF ISSQBS 

lSSVE 1 : Should deprec1~t1on rates for the apcc1f1c steam 
generation sttes, tnvolved 1n the f1l1ng by Flor1da P~w~r & Light 
(FPL or Company) tn thls docket. be rev1sed !rom those outhor1zed 
(ur preliminary implementation at January 1. !9977 

RECOMMglij)ATION: Yes . Tho depreciation rates authonzcd for 
preliminary implementat 1on were those proposed by the Company 1 n 
ltS ftling. When preliminaty implementation was autho:1Zcd, 1t was 
~>xpccted that ftnal action by the Commiss1on would 1nvn lv•· any 1 ru<> 
up warranted. Thin recommcndalJon embod1es rhat. true up of luLea. 

The effect of p relim1nary 1mpl~mentat1on o ( the pro pobed :ates 
was an incxease in annual deprec-1at1on expenue by an eutlmated $20 
million annually, based on the January 1, 19~ 7 plant 1nvestm••nts 
<1nd reserves. The rev1a1ons recommended 1n t..h1a t•u•· up will 
result in an increase of about $10 mill1on m ~:c thun lhe <~nnudl 
expense prc duced by the 1nt~rim rates ! BASS) 

. r 
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UOCKET Nv. 970785-EI 
DATE: November 20, 1997 

STAPP ANALYSIS : FPL operates steam dr1ven untts fot power 
generation at the si tea of Cape C mavera 1, Fort Mycro. Port 
Everglades, Riviera, Sanford, and 1urkey Polnt The current 
depreciation rates for these s1tes were interim 1ateo establ1shed 
by Order No. PSC -97- 1015 -FOF-EI , effective January 1, 1997. 

The nex t r e gular comprehensive depreciation otudy for F'PL , au 
required by Rule :!5-6.04 36 (8) (a) , F.A. C., 1s due on or before 
December 31 , 1997 . That study will treat the recovery posicion f or 
all plant investment relat1ng to 3enerat1on, tranamtsalon. 
distribution and general plant functions. Upon rev1ew o! the 
recovery positions associated Wlth accounts for these s1x s.tes. 
FPL perceived that cond1t1ons warranted addit1onal cap1tal recovery 
beginning in 1997. Upon Comm1saion approval and at lh~ Company's 
r eques t, proposed rates were I mplemented at January I, 1997. 

This filing addresseo a need for rev1s1on to G"pteclatlon 
rates to acconvnodate the implicat:1ons of a change 1n the operating 
mode for these six units . When the combined cycl.-. units !at 
various other sites) became operati onal, economic rllopatc h made 
those combined cycle uniro Lhe baselin~ cn••rgy providers 
Fotmerly, the oix unito in this filing were the commo n providers 
of energy on a daily basis; now , t hey are cycled on ..,, at' · nccded 
basis, depending on weather conditions or <:Ont 1 ngenl I .>ctor s wh 1ch 
may affect other plants. 

Tl.e cycling mode of operation produces relatively more wear ?n 
the mechanical components of theoc un1 ts Howevt•r. ·here may be 
long periods o f t1me between per1ods o( ope rat t o n The actual 
number of start - ups needed 1n a future year can only uc estln•iited , 
so th~t these units might be ava ilable t o serve on rare o~castone 
for many years. If weather and other factors produce a troublesome 
sttuation, the rema1ning life o f a un1t rright be used up 1n a few 
seasons. 

Thus, estimating the remaining l1vee for Lheuc units becomes 
the product ot multiple cstimat.ions, with even more vart!lb.t lu;y 
than was the case when these units were runninq b.wcl tne In th ... 
current analysis, e ta!f ag~ees that the Company's proposal to 
d -·crease unit service 11 vea is an appropriaLe move. I L 1s expected 
that adjuetme•tts to retirement dates. and therefor~> to aervlce 
l1ves, w1 ll be necessary or. a go1ng forward baa1s. This 
recommendation represents a conservat 1 ve reapono•· t c ur rr>nr l y 
1dent1f1a ble factors. 

ln comparing the t:ontents of the currl'r:t ntudy "'lth 
in(ormatlon f iled in FPL's ten-year e1te plan for 1q91, otaff notes 
that, for some sites, there are different e xpPctat t o rw tn r he r wo 
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DOCKE7 NO . 970785-El 
DATE: No~ember 20, 1997 

f 1l ings. For some units, the 01te plan 1ncludes gener.;cion 
capac1ty beyond the ret irement dat~ indicated 1n the depr~c1at1on 
study. Based on current growth projections, F'PL will requ111· 
additional capacity prior to the year 2007. The Company• s opt 1cr'n 
ir.clude purchased power, building new plant capac! l y. o r repow .. 1 1 n<J 
a pan::icular unit or site. The assoc1ated genttolltng capact•.y l i.J t 
a repowered site would increase. Also . repo..,er1ng would 1nvolv" 
retirement of major portions of equipment currently 1n serv1ce, and 
extended life for the equipment contlnuing to ,,erve 

However, in the case of a dec1.sl.on t o purchase addnion.:ol 
capacity, some unit (s) could be shut down pnor to the date 
indicated in this f i 1 ing. Because of lead tlmcs 1nvol ve:d 1 n 
procuring generation, planning ! o r requ1red addlllonal CClpac llY 
wil l need to be firmed up within the next t wo years. When tlw 
planning is firmed up, FPL should 1n!orm the CommiSO l on and ~ddreso 
any needed recovery changes . 

The following changes 1n 1997 expenst>n •lro· tlw rt•md t .. r 
rev isions made to the rates approveJ on an intPrim b;t!lls . 

Cape Canaveral 
f'ort Myers Steam 
Port Everglades - Steam 
R1vicra 
Sanford 
Turkey Point Fossil 

Total increase t~ expense 

. ) -

~EASE !DECREASE! 
Over Current 

Inter1m Approved 

S J,l6~ .J30 
($ 6,6)5) 
S ',66B,lSS 
$ 2,323 , 080 

($ 8,526) 
s 980.347 

ll." . l20. 751 



DOCKET NO. 970785-EI 
DATE: November 20, 1997 

ISSUH 2: What. should be the 1mpiement.at 1on ddt•· for the new 
depreciation rates and amortizat i on? 

RECOMMENDATION: January l, 1997. (BASSI 

STAPP AHALXSIS: The Company has requested. and "11 delta and 
calculations abut. a January 1. 1997 , lmplt:mentatlon date . In 
addition. the Co~misdion has approved preliminary implementation 
effective a t that date. The Company wi ll true-up thP deprec1at1on 
e xpense recorded under the preliminary 1mplementauon prov1s1on. t o 
match the rates ordered in the Comml~SlOn' s final a ction .n thl~ 
docket. 

ISSUE 3: Should any rooervc reallocat1ono b•· mad••? 

RBCOMMENDAIION: Yes. A reserve amount of $ 4 JO, j'J4 should be 
reallocated from Account. 311, Structures and ImprovemenLo (or Fort 
Myt:rs Unit 1, co the reserve for Fort Myers Common Plant Account 
312, Boiler Plant Equipment.. (BASSI 

STAff ARALXSIS: There 10 a calculated reserve ourplua 1n thP Fort 
Myers Uni t 1 Account 311, St:ructures and Improvements LI~Pwls~. 
there is a calculat:ed reserve dehcit 1n the Commc..n Planl Account 
312, Boiler Plant Equipment. at the same s1te The Company report s 
that the reserve surpluo 1s due to a 1995 trctnafer that WdS 

recorded erroneously during FPL's unlt1 zat.1on work 

Staff recommends a reallocation o f $430,394 ttorn the Untt 1 
Account 311. to Common Plant Account 312 The 1 rarw!e: w1ll help 
to correct the reserve deficit ... xtotlng in the rommcm pJ ,mt Ac,·ourn 
312, Boiler Plant Equipment . 
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DOCKET NO . 970785·£1 
DATE: November 20, 1997 

TSS\JE 4: Should the capital recovery rates set tn this curr••no 
docket reflect the allocat1on of additional •·xJwnut' fl <>wing ''""' 
the Order No. PSC-96-0461-FOF El? 

RECOMMKNPI\TION: No. This docket is ltmtted to s1 x product ton 
sites. Staff recommends that the add1t1 onal expenses rec~rded tr 
accord with Order No . PSC 96·0461-FOF·El, Docket No 950)59-EI. 
Petition to Establish an Amortization Schedule Cor Flortdd Pow•· r 
& Light Company's Nuclear Generattng Untts to Addr<"oo t:--~ Potenu<~l 

for Stranded Investment, be allocated to opec! t !c produclt <>n nit''" 
and accounts within thooe aiteo after a review Jo made o f all FPl.'n 
production plant. Such a comprehensive rcvtcw 10 due t o ht· 
submitted no later than December 31, 1997 . (BASS, LEJ::I 

STAPP .ANALYSIS : This docket and the 1nformatt on ftled 1r. It wt•r•• 
limited in scope, addresstng the 3i x nam<"d generation uJtr·s 
exclusively. The comprehensive study to be ftled by year -end 1'~7 

will provide for review of the other non·m .. ~l•!ill a.tes, and wt ll 
also update investment and reoerve for theoe o1 x sttes Wlthtn 
that situation, the allocation o f addittonal expcno~ Clo w1ng l tom 
Order No. PSC·96-04 61-FOF·El can be made accordtng to prtorll tZt·d 
needs among all the units . 

The interim rates approved uy the Commtust o n were thOfl(• 
proposed by FPL, and tncluded an allocauon of the addttt o n,t. 
expense flowing from Order No. PSC-96 ·01.61 f'OF' ·E:l . After 
discussions with Company personnel, the Company agrees wtth staff 
that the allocation should be addressed within the comptehens:w· 
.:Jtudy, rather than withln thio curr em: study. Tl.t: deprec 1aL1 on 
rates in this recommendation are calculated (rom the December 31. 
1996 book reserve provided by f'PL . 

ISSVE 5: Should thls docket be closed? 

REgJMMBNI)ATION: Yes. If no person whose oubBt<lnllal lnletests H" 

dffected by the Commission's propou~d agency acllon umely fllr•s .t 

protest within twenty-one days of the issuance o f Lhts ordet, thlll 
docket should be closed. (PAUGH! 

STAPP AHALYSIS: Pursuant to Rule 2~ U. Ul'J ! 4 1. Flur Jd, , 

Administrative Code, any peroon whose substantt.Jl tntercsts ar-•· 
affected by the Commiss1on's proposed agency a <.tlon shall h.tvt· 
twenty-one daye after issJance o! the order t o f tl•· <1 prote!!•. ! t 
no tlmely protest is filed. the docket should be <.!(rued 
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