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DISCUSSION OF 1SSUES
ISSUE _1: Should depreciation rates for the specific steam

generation sites, involved in the filing by Florida Power & Light
(FPL or Company) in this docket, be revised from those authorized
for preliminary implementation at January 1, 19977

Yes. The depreciation rates authorized for

preliminary implementatiocn were those proposed by the Company in
its filing. When preliminary implementation was authorized, 1t was
expected that final action by the Commission would involve any true
up warranted. This recommendation embodies that true up of rates.

The effect of preliminary implementation of the proposed rates

was an increase in annual depreciation expense by an estimated 520
million annually, based on the January 1, 1997 plant investments

and reserves. The revisions recommended in this true up will
result in an increase of about $10 million more than the annual
expense prcduced by the interim rates. [BASS]
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£ FPL operates steam driven units for power
generation at the sites of Cape Canaveral, Fort Myers, Port
Everglades, Riviera, Sanford, and Turkey Point. The current

depreciation rates for these sites were interim rates established
by Order No. PSC-97-1015-FOF-EI, effective January 1, 1997.

The next regular comprehensive depreciation study for FPL, asg
required by Rule 25-6.0436 (8)(a}), F.A.C., is due on or before
December 31, 1997. That study will treat the recovery position for
all plant investment relating to gJeneration, transmisslon,
distribution and general plant functions. Upon review of the
recovery positions associated with accounts for these six sites,
FPL perceived that conditions warranted additional capital recovery
beginning in 1997. Upon Commission approval and at the Company’s
request, proposed rates were implemented at January 1, 1997.

This filing addresses a need for revision to cepreciation
rates to accommodate the implications of a change 1in the operating
mode for these six units. When cthe combined cycle units [(at
various other sites) became operational, economic dispatch made
those combined cycle units the baselin= energy providers.
Formerly, the six units in this filing were the common providers
of energy on a daily hasis; now, they are cycled on an as-needed
basis, depending on weather conditions or centingent tactors which
may affect other plants.

The cycling mode of operation produces relatively more wear on
the mechanical components of these units. However, there may be
long pericds of time between periods of operation. The actual
number of start-ups needed in a future year can only be estimated,
so that these units might be available to serve on rare occasions
for many years. If weather and other factors produce a troublesome
gituation, the remaining life of a unit might be used up 1in a few
seasons.

Thus, estimating the remaining lives for these units becomes
the product of multiple estimations, with even more variability
than was the case when these units were running baseline. In the
current analysis, staff agrees that the Company’'s proposal to
dncrease unit service lives is an appropriate move. It is expected
that adjuetments to retirement dates, and therefore to service
lives, will be necessary on a going forward basis. This
recommendation represents a conservative response to currently
identifiable factors.

In comparing the contents of the current study with
information filed in FPL's ten-year site plan for 1997, staff notes
that, for some sites, there are different expectations in the two
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filings. For some units, the site plan includes generation
capacity beyond the retirement date indicated in the depreclation
study. Based on current growth projections, FPL will reguire
additional capacity prior to the year 2007. The Company’'s opticnsg
include purchased power, building new plant capacity, or repowering
a particular unit or site. The associated generating capacity tor
a repowered site would increase. Also, repowering would involve
retirement of major portions of equipment currently in service, and
extended life for the eguipment continuing to serve.

However, in the case of a decision to purchase additional
capacity, some unit(s) could be shut down prior to the date
indicated in this filing. Because of lead times involved in
procuring generation, planning for required additional capacity
will need to be firmed up within the next two years. When the
planning is firmed up, FPL should inform the Commission and address
any needed recovery changes.

The following changes in 1997 expenses are the result of
revisions made to the rates approved on an interim basis.

SITE INCREASE (DECREASE]

Owver Current
Interim Approved

Cape Canaveral $ 3,164,330
Fort Myers Steam (S 6,635)
Port Everglades - Steam § 2,668,155
Riviera 5 2,323,080
Sanford {5 8,526)
Turkey Point Fossil 5 980,347

Total increase to expense 210 120,751
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ISSUE 2: What should be the impiementation date for the new
depreciation rates and amortization?

RECOMMENDATION: January 1, 1997. [BASS]

The Company has requested, and all data and
calculations abut, a January 1, 1997, implementation date. In
addition, the Commission has approved preliminary implementation
effective at that date. The Company will true-up the depreciation
expense recorded under the preliminary implementation provision, to
match the rates ordered in the Commission‘'s final action .n this
docket .

ISSUE 2: Should any reserve reallocations be made?

: Yes, A reserve amount of 5430,394 should be
reallocated from Account 311, Structures and Improvementsa for Fort
Myers Unit 1, to the reserve for Fort Myers Common Plant Account
312, Boiler Plant Equipment. [BASS]

STAFF ANALYSIS: There is a calculated reserve purplus in the Fort
Myers Unit 1 Account 311, Structures and Improvements. Likewise,
there is a calculated reserve deficit in the Commcn Plant Account
312, Boiler Plant Equipment, at the same site. The Company reports
that the reserve surplus is due to a 1995 transfer that was
recorded errcneously during FPL's unitization work.

Staff recommends a reallocation of 5430,394 from the Unit 1
Account 311, to Common Plant Account 312. The transfer will help
to correct the reserve deficit existing in the Common Plant Account
312, Boiler Plant Equipment .
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ISSUE 4: Should the capital recovery rates set in this current
docket reflect the allocation of additional expense flowing from
the Order No. PSC-96-0461-FOF-EI?

: No. This docket is limited to six production
sites. Staff recommends that the additional expenses recorded 1i:
accord with Order No. PSC 96-0461-FOF-El, Docket No. 9%50359-EIl,
Petition to Establish an Amortization Schedule for Florida Power
& Light Company’s Nuclear Generating Units to Address t:~ Potential

for Stranded Investment, be allocated to specific production aiten
and accounts within those sites after a review is made of all FPL's
production plant. Such a comprehensive review is due (o he
submitted no later than December 1311, 1997. [BASS, LEE]

STAFF ANALYS1S: This docket and the information filed 1n 1t were
limited in scope, addressing the six named generation sites
exclusively. The comprehensive study to be filed by year-end 1397
will provide for review of the other non-nuclear s.tes, and will
alsc update investment and reserve for these six sites Within
that situation, the allocation of additional expense flowing from
Order No. PSC-96-0461-FOF-EI can be made according to prioritized
needs among all the units.

The interim rates approved by the Commission were those
proposed by FPL, and included an allocation of the additiona.
expense flowing from Order No. PSC-96-0461-FOF-EI. AfLer
discussions with Company personnel, the Company agrees with staff
that the allocation should be addressed within the comprehensive
study, rather than within this current study. The depreciation
rates in this recommendation are calculated from the December 31,
1996 book reserve provided by FPL.

ISSUE 5: Should this docket be closed?

: Yes. If no person whose substantial interests are
affected by the Commission's proposed agency action timely files a
protest within twenty-one days of the issuance of this order, this
docket should be closed. [PAUGH]

H Pursuant to Rule 25-22.02%(41}, Florida
Administrative Code, any person whose substantial interests are
affected by the Commission’'s proposed agency action shall have
twenty-one days after issuance of the order to file a protesr. If
no timely protest is filed, the docket should be closed.
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