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ISSUE AND RECOMMENDATION SUMMARY

ISSUE 1: Are there components and facilities now at the nuclear production
units which could be retained to generate electricity with another steam
source after the removal of the current nuclear steam generation components?

RECOMMENDATION: Yes, there are portions of the nuclear electric generating
units which could be retained and used for future generation of electricity.
The question does remain, however, as to whether or not it will be cost
justified to retain these assets versus dismantling them upon decommissioning,
at the same time the contaminated assets are removed (See Issue 3).

(Wilkerson/Lee).

ISSUE 2: Should the dismantlement of non-contaminated plant components be
included in the funding for “Nuclear Decommissioning", or recovered separately
through the use of 1lives and costs specifically related to those
non-contaminated reusable components?

RECOMMENDATION: The dismantlement of non-contaminated plant components
available for continued use after the decommissioning of the current nuclear
steam source should be recovered separately through the use of lives and costs
specifically related to those components. However, based on the current
studies filed in this proceeding, there is no way to distinguish between the
costs of dismantling contaminated assets and potentially reusable
non-contaminated assets at the time of decommissioning (See Issue 3).

(Wilkerson/Lee).
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ISSUE 3: Should a decommissioning cost study be required from each company
addressing the exclusion of non-contaminated components and facilities which
can be used for generation of power subsequent to decommissioning of the
present nuclear components? If so, in what time-frame should they be required?
RECOMMENDATION: Yes, FPL and FPC should file a site-specific economic cost
study for each of their nuclear generating plants to determine if it is cost
justified to retain the non-contaminated portion of the nuclear plant assets
for use with a new generating station. These feasibility studies should be
submitted no later than two years from the date of the final order in this

proceeding. (Wilkerson/Lee).

*ISSUE 4: What methodology should Florida Power Corporation and Florida Power
& Light utilize to decommission their units?
RECOMMENDATION: The methodology that FPC and FPL should utilize to
decommission their nuclear units is as follows:
Turkey Point Unit No. 3: Integrated Prompt Removal/
Dismantling
Turkey Point Unit No. 4: Integrated Prompt Removal/

Dismantling

St. Lucie Unit 1: Mothbal1l/Prompt Integrated
Dismantling

St Lucie Unit 2: Integrated Prompt Removal/
Dismantling

Crystal River Unit 3: Prompt Removal/Dismantling

(Lee).
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ISSUE 5: Should there be a contingency allowance applied to the total cost at
this time, and if so, what should the percentage be?

RECOMMENDATION: Yes. The overall contingency allowance of 25% for both FPL
and FPC 1is reasonable at this time. Staff does, however, have reason to

believe that this amount may change through time. (Ballinger).

*ISSUE 6: HWhat is the estimated appropriate cost in current (Januvary 1, 1989)
dollars to decommission each of the nuclear units?
RECOMMENDATION: The estimated cost in current (January 1, 1989) dollars to

decommission each of the nuclear units are:

Turkey Point Unit No. 3 $162,072,000

Turkey Point Unit No. 4 190,494,000

St. Lucie Unit No. 1 205,249,321

St. Lucie Unit No. 2 202,975,000

Crystal River Unit No. 3 189,123,000
(Maurey).

*ISSUE 7: MWhat 1s the appropriate methodology and escalation rate to use in
converting the current estimated decommissioning cost to the future estimated

decommissioning cost?

= =
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RECOMMENDATION: The appropriate escalation rates to use in converting the

current decommissioning cost to the future decommissioning cost for each

nuclear unit are:

Turkey Point Unit No. 3 5.80%
Turkey Point Unit No. 4 5.80%
St. Lucie Unit No. 1 6.02%
St. Lucie Unit No. 2 5.91%
Crystal River Unit No. 3 6.08%

The methodology used by FPL and FPC in their escalation rate analyses is
reasonable for determining the appropriate rate. The disparity between
Staff's escalation rates and the companies' escalation rates results from

differences in the time frame and specific inflation measures. (Maurey).

*ISSUE 8: MWhat is the total estimated cost of decommissioning each unit in
future dollars based upon present operating license termination date?
RECOMMENDATION: The estimated total cost of decommissioning each nuclear unit

in future dollars based upon present operating license termination dates are:

Turkey Point Unit No. 3 $ 542,426,010

Turkey Point Unit No. 4 673,190,276

St. Lucie Unit No. 1 i,622,545,122

St. Lucie Unit No. 2 1,757,460,731

Crystal River Unit No. 3 1,201,528,228
(Maurey).

=12~
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*ISSUE 9: As presently planned, in which years will the funds accumulated in
the Nuclear Decommissioning Trust Fund be expended, by unit?
RECOMMENDATION: As presently planned, the funds accumulated in the Nuclear

Decommissioning Trust Funds will be expended in the following years:

Unit Year(s) of Fund Expenditures
Turkey Point Unit 3 2005-2013
Turkey Point Unit 4 2005-2014
St. Lucie Unit 1 2014-2028
St. Lucie Unit 2 2021-2028
Crystal River Unit 3 2015-2023

(Lee).

=-13-
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each year in which decommissioning funds will be expended are:

Turkey Point Plant
Year of Estimated Future Cost
Unit No. 4
2005 $ 1,181,262 $ 647,762
2006 5,059,912 2,833,826
2007 32,477,023 23,542,894
2008 101,657,092 35,271,774
2009 136,034,524 118,657,270
2010 143,924,526 158,697,622
2011 73,426,868 167,902,084
2012 35,977,100 94,608,426
2013 12,687,703 56,171,797
2014 14,856,822
Totals $542,426,010 $673,190,276
St. Lucie Plant
Year of Estimated Future Cost
Unit No. 1 =
2014 $ 2,091,581
2015 8,282,026
2016 89,815,291
2017 32,466,450
2018 14,603,465
2019 15,482,594
2020 16,414,646
2021 17,402,808 $ 1,489,148
2022 89,887,187 6,251,434
2023 309,804,347 72,772,279
2024 340,793,776 322,663,298
2025 361,309,561 420,371,172
2026 161,315,779 445,215,109
2027 149,653,381 279,496,214
2028 13,222,231 209,202,077
Totals $1,622,545,122 $1,757,460,731

-14-
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*ISSUE 10: MWhat is the estimated future cost of decommissioning, by unit, in
each year in which decommissioning funds will be expended?

RECOMMENDATION: The estimated future costs of decommissioning, by unit,

in
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Crystal River Plant
Year of Estimated Future Cost
Decommissioning  ___ Unit No. 3
2015 $ 29,609,186
2016 31,409,425
2017 33,319,118
2018 264,177,471
2019 280,239,461
2020 297,278,021
2021 126,848,472
2022 67,279,726
2023 71,367,348
Total $1,201,528,228

The above amounts may not add due to rounding. (Maurey).

*ISSUE 11: MWhat is the
be included in rate base

projected date that each nuclear unit will no longer

for ratemaking purposes?

RECOMMENDATION: The projected date that each nuclear unit will no longer be

included in rate base for ratemaking purposes is predicated on each unit's

license expiration date.

Turkey Point Unit 3: April 27, 2007
Turkey Point Unit 4: April 27, 2007
St. Lucie Unit 1: March 1, 2016
St. Lucie Unit 2: April 6, 2023
Crystal River Unit 3: December 3, 2016

(Lee).
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1SSUL 12: Do FPL and FPC comply with NRC requirements as they pertain to
control of the decommissioning funds?

RECOMMENDATION: Yes, FPL and FPC comply with Nuclear Regulatory Commission
(NRC) requirements as they pertain to control of the decommissioning funds.

(Maurey).

ISSUE 13: Do FPL and FPC comply with NRC requirements as they pertain to the
management of the investments of the decommissioning trust funds?

RECOMMENDATION: At this time, it appears that FPL and FPC are in compliance
with the NRC requirements as they pertain to the management of the investments

of the decommissioning trust funds. (Maurey).

ISSUE 14: Do FPL and FPC comply with IRS requirements as they pertain to
control of the decommissioning funds?
RECOMMENDATION: Yes, FPL and FPC comply with Internal Revenue Service (IRS)

requirements as they pertain to control of the decommissioning funds. (Salak).

ISSUE 15: Do FPL and FPC comply with IRS requirements as they pertain to the
management of the investments of the decommissioning trust funds?
RECOMMENDATION: Yes, FPL and FPC comply with the IRS requirements as they
pertain to the management of the investments of the decommissioning trust
funds. (Salak).

-16-
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ISSUE 16: MWhat are the fee structures associated with the administration and
management of the decommissioning trust funds for FPL and FPC and are these
appropriate?

RECOMMENDATION: The fee structures are detailed in the respective company
positions. Despite the differences between FPL's and FPC's arrangements for
the assessment of fees associated with the administration and management of
their respective decommissioning trust funds, it appears that both companies

have reasonable fee structures. (Maurey).

ISSUE 17: Are the parties owning an interest in the nuclear units of Florida
Power & Light and Florida Power Corporation providing their share of the total
decommissioning costs?

RECOMMENDATION: Yes, 1t appears that each company has made necessary
arrangements to ensure that the parties owning an interest in each of the
nuclear units are providing for their fair share of the total decommissioning

costs. (Lee).
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ISSUE 18: MWhat 4s an appropriate investment strategy for a nuclear
decommissioning trust fund?

RECOMMENDATION: An appropriate investment strategy for a nuclear
decommissioning trust fund should ensure that each dollar contributed to the
fund is available at the time of decommissioning and that the fund's assets

earn a consistent positive real return over a market cycle. (Maurey).

ISSUE 19: Should a minimum fund earnings rate be imposed and, if so, how
should that rate be determined?

RECOMMENDATION: The companies should be required to ensure that the funds
maintain the purchasing power of the contributions by earning at least the
rate of inflation as measured by the Consumer Price Index (CPI) over each five
year review period. This should be the minimum fund earnings rate imposed by

the Commission. (Maurey).

*ISSUE 20: MWhat is the assumed appropriate fund earnings rate, net of tax,
for a nuclear decommissioning trust fund?

RECOMMENDATION: The appropriate fund earnings rate, net of tax, for a nuclear
decommissioning trust fund should be equal to or greater than the rate of
inflation as measured by the Consumer Price Index (CPI). DRI forecasts a
long-term average CPI over the next 25 years of 5.27%. Therefore, the
appropriate fund earnings rate, net of taxes and all other administrative

costs charged to the trust fund, should be 5.27%. (Maurey).

-18-
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*ISSUE  21: How often should contributions be made to the company's
decommissioning fund?

RECOMMENDATION: Contributions should be made to the decommissioning funds on
a monthly basis. (Salak).

ISSUE 22: What are the tax and revenue requirements implications of having a
qualified fund versus a non-qualified fund?

RECOMMENDATION: If income tax rates remain constant and inflation rates and
earnings on investments are assumed to be the same for both funding methods,
the revenue requirements would be the same for both funding methods.

(Salak).

ISSUE 23: Was it appropriate for Florida Power & Light and Florida Power
Corporation to qualify the nuclear decommissioning funds under Section 468A of
the Internal Revenue Code for 1984 through 1987?

RECOMMENDATION: Yes, it was appropriate for FPL and FPC to qualify their
decommissioning funds under Internal Revenue Code Section 468A for tax years

1984 through 1987. (Salak).
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DOCKET NO. 870098-EI
(8671F) August 17, 1989

ISSUE 24: MWas it appropriate for Florida Power & Light to not qualify the
nuclear decommissioning funds under Section 468A of the Internal Revenue Code
for 19887

RECOMMENDATION: Staff believes that the nuclear decommissioning trust funds
should be qualified in all years when that option is available. However,
there is no evidence in the record to indicate that FPL's decision was

inappropriate for 1988. (Salak).

ISSUE 25: Should utility companies, prospectively, be required to qualify
nuclear decommissioning trust funds pursuant to Section 468A of the Internal
Revenue Code?

RECOMMENDATION: No, however, their decisions concerning their tax elections
in regard to nuclear decommissioning should be closely examined in future
proceedings. Qualifying the funds is the most conservative way to guarantee
that the necessary funds will be available at the time of decommissioning.

(Salak).
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*ISSUE 26: MWhat is the appropriate annual accrual in equal dollar amounts
necessary to recover future decommissioning costs over the remaining life of
each nuclear power plant for Florida Power Corporation and Florida Power &
Light?

RECOMMENDATION: The appropriate jurisdictional annual accruals necessary to
recover future decommissioning costs over the remaining 1ife of each nuclear

power plant are:

Recommended

EPL: Annual Accrual
Turkey Point Unit 3: $10,439,196
Turkey Point Unit 4: 13,590,449
St. Lucie Unit 1: 10,910,879
St. Lucie Unit 2: 8.824.810

Total $43.762.334
EPC:
Crystal River Unit 3: $.8.599.412
(Hoppe/Maurey).

*ISSUE 27: In which years are decommissioning costs projected to be included
in the company's cost of service, and what are the projected amounts that will
be included each year?

RECOMMENDATION: Decommissioning expenses or accrual amounts will be included
in each company's cost of providing service each year until each unit's
operating 1icense expiration date. The accrual amount will be that which the
Commission approves in Issue 26. This amount will be subject to subsequent
review at least once every five years and should be reflected in expenses for

surveillance and tax savings reporting purposes. (Lee).
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ISSUE 28: What should be the effective date for adjusting the annual accrual
amount?

RECOMMENDATION: The effective date for adjusting the annual accrual amounts
for FPL should be January 1, 1989. The effective date for adjusting the
annual accrual amount approved for FPC in Order No. 18627 in Docket No.

870220-EI should be made effective January 1, 1990. (Hoppe).

ISSUE 29: HWhat are the jurisdictional revenue requirements needed to recover
the costs associated with the decommissioning of each nuclear unit?
RECOMMENDATION: The jurisdictional revenue requirements needed to recover the

decommissioning costs of each nuclear unit are as follows:

Previous Total Recommended
Revenue Requirement Increase/Decrease Annual Revenue Req.
EPL:
Turkey Point Unit 3: $ 5,459,105 $ 5,152,547 $10,611,652
Turkey Point Unit 4: 3,989,885 9,825,078 13,814,963
St. Lucie Unit 1: 4,978,857 6,112,270 11,091,127
St. Lucie Unit 2: 4,756,925 _4.213,671
Total $19,184.772 $25.303,566 $44,408.338
EPC:
Crystal River Unit 3: $_9.400,000 $_(658,.526) $.8.741.474
(Hoppe/Maurey).

-22=
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ISSUE 30: Should base rates be revised in this docket to reflect any change
in revenue requirements?
RECOMMENDATION: No, base rates should not be revised in this docket to

reflect any change in revenue requirements. (Hoppe).
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EXECUTIVE SUMMARY

The attached staff recommendation addresses estimated decommissioning
costs in current (January 1, 1989) dollars as well as future dollars, annual
accrual amounts necessary to recover those costs over the remaining 1ife of
each nuclear unit and the associated revenue requirements for each nuclear
plant in the State. For the purposes of this recommendation, Florida Power &
Light Company and Florida Power Corporation are designated as FPL and FPC,
respectively.

Specific Commission rulings on Issues marked with an asterisk are
required by the Internal Revenue Service. These are Issues 4,6,7-11,20, 21,
26, and 27.

Order No. 10987 1in Docket No. 810100-EU(CI) required the
establishment of a funded reserve, apart from the reserve for depreciation,
for the accumulation of the estimated costs of decommissioning each nuclear
unit of FPL and FPC. Prior to this time, this cost had been considered a
component part (cost of removal) of the depreciation rate design for these
nuclear plants. Docket No. 810100-EU(CI) provided the Commission, for the
first time, cost estimates to decommission nuclear facilities as well as a
look at the type of decommissioning methodologies available. Due to the
amounts of monies being estimated to decommission or remove these facilities,
the Commission decided that rather than continuing to include this as the cost
of removal component in the depreciation rate design, a fund should be
established to assure that the monies necessary for decommissioning would be
available at the time of expiration of the nuclear facility's operating

license. It was recognized that through time, these costs might have to be
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revised; this 1is why the companies are required to file wupdated
decommissioning cost studies no less often than every five years. The purpose
of these studies should be to recognize developments and changes impacting
such costs, to consider such factors as additional information, improvements
in technology and regulatory changes as well as to re-evaluate methodology
alternatives and consider updated inflation rate forecasts used to determine
future decommissioning dollars and the annual accrual needed to recover those
costs. An important thing to remember is that this is a learning process and
as more is learned, questions and concerns will be raised that should be
investigated.

Since Docket No. 810100-EU(CI), the National Regulatory Commission as
well as this Commission have come to recognize the desirability of performing
site specific cost studies since such studies account for factors specifically
unique to the findividual nuclear unit. In this proceeding, the
decommissioning cost studies submitted by FPL and FPC are site specific.
Issues 1-3 of the attached staff recommendation addresses the concern of
whether or not the non-contaminated or non-radioactive assets of the nuclear
facilities should necessarily be assumed to have to be dismantled and removed
at the time decommissioning of the radioactive assets are estimated to take
place. Staff's recommendation is basically that this issue warrants further
investigation and therefore FPL and FPC should be required to submit site
specific economic cost studies for each nuclear plant to determine whether or
not it will be cost justified to retain the non-contaminated assets for future
electric generation use.

The determination of future decommissioning costs, the appropriate

| 2
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annual accruals, and associated revenue requirements directly result from the
recommendation of Issue 5, contingency allowance, and Issue 7, appropriate
escalation rates. Decisions on these two Issues will affect the resultant
calculations made in Issues 6, 8, 10, 26, and 29.

The key elements of the attached recommendation are as follows:

1. A contingency allowance of 25% should be applied to the total
estimated decommissioning costs to account for unforeseen circumstances such
as bad weather, labor strikes or equipment failures. This is not to say,
however, that this level of contingency will be considered to be appropriate
in the future as technical and/or regulatory changes could affect the amount
of contingency considered to be appropriate.

2. Escalation rates wused 1in converting current estimated
decommissioning costs to future costs should be based on similar inflation
measures for the same components of each decommissioning activity.

3. The companies should be required to ensure the funds maintain the
purchasing power of the contributions by earning at least the rate of
inflation as measured by the Consumer Price Index over each five year review
period. This is the minimum fund earnings rate that the Commission should
impose. Staff recommends an assumed fund earnings rate, net of taxes and all
other administrative costs charged to the trust fund of 5.27% to be used in
this proceeding to calculate the annual decommissioning accrual amounts. This
rate is the DRI long-term average forecast for the Consumer Price Index over
the next 25 years.

4. Based on Staff's recommended contingency allowance and escalation

rates, the estimated cost as of January 1, 1989 to decommission the nuclear
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units of FPL is $760,790,321; the cost to decommission the nuclear unit of FPC
is $189,123,000. These costs, escalated to the operating license terminaticn
date for each unit, are $4,595,622,139 and $1,201,528,228 for FPL and FPC,
respectively. The appropriate jurisdictional annual accruals necessary to
recover future decommissioning costs over the remaining 1ife of each nuclear
power plant for FPL is $43,765,334; for FPC the jurisdictional annual accruals
are $8,599,412. These annual accruals should be included in each company's
cost of service and should also be reflected in expenses for surveillance and
tax reporting purposes. The associated revenue requirements for FPL are
$44,488,338, or an increase of $25,303,566 as compared to current revenue
requirements of $19,184,772. For FPC, the associated revenue requirements are
$8,741,474, or a decrease of $658,526 as compared to current revenue
requirements of $9,400,000. Base rates should not be revised in this
proceeding to reflect these changes in revenue requirements.

5. The effective date for adjusting the annual accrual amounts for
FPL should be January 1, 1989; the effective date for FPC should be January 1,
1990.

6. FPL and FPC should be required to file a site-specific economic
cost study for each of their nuclear generating plants to determine if it will
be cost justified to retain the non-contaminated portion of the nuclear plant
assets for use with a new generating station. These feasibility studies
should be submitted no later than two years from the date of the final order
in this proceeding.

7. It appears that FPL and FPC comply with Nuclear Regulatory

Commission and Internal Ravenue Service requirements as they apply to the
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control and management of the investments of the decommissioning funds.

8. The revenue requirements of a qualified or non-qualified fund are
the same if the inflation and earnings rates are assumed to be the same and it
is assumed that the tax rate remains constant. The major tax difference
between the two funding methods is the timing of the tax deduction.

9. The Commission should not require the companies, prospectively,
to qualify the nuclear decommissioning trust funds. However, each company's
decision concerning its tax elections should be closely examined in future
proceedings. Each company should be able to justify its chosen tax treatment
by explaining the benefits the ratepayers have received and will receive from
that treatment. Qualifying the funds is the most conservative way to
guarantee that the necessary funds will be available at the time of

decommissioning.
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CASE BACKGROUND

By Order No. 10987, {issued July 13, 1982, 1in Docket No.
810100-EUCCI), this Commission required the establishment of a separate funded
reserve, apart from the reserve for depreciation, for the accumulation of the
estimated costs of decommissioning each nuclear unit operating in Florida. In
particular, the Commission found that decommissioning cost estimates "should
be reviewed and, if necessary, changed no less often than every five years."
Pursuant thereto, on January 26, 1987, Florida Power Corporation (FPC) filed
an updated nuclear decommissioning study for its Crystal River Unit 3 nuclear
plant, accompanied by a petition seeking approval of a revised annual accrual
to its nuclear decommissioning reserve, based on the cost estimates and
funding assumptions developed in the study. Similarly, on April 20, 1988,
Florida Power & Light Company (FPL) filed nuclear decommissioning studies for
its St. Lucie Nuclear Units 1 and 2, accompanied by a petition seeking
approval of revised annual accruals to its nuclear decommissioning reserve.
On June 29, 1988, FPL filed nuclear decommissioning studies for fits Turkey
Point Nuclear Units 3 and 4 and revisions to its studies on the St. Lucie
Units 1 and 2. Also, on June 29, 1988, FPL filed a petition seeking approval
of these revised annual accruals to its nuclear decommissioning reserve for
the Turkey Point Nuclear Units and the amended revised accruals for its St.
Lucie Nuclear Units.

On May 5, 1987, the Commission initiated a full revenue requirements
rate proceeding with respect to FPC (Docket No. 870220-EI) and included the
pending i1ssue of FPC's nuclear decommissioning costs for consideration in the

proceeding. As a result of a settlement subsequently approved by the
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Commission in that docket (Order No. 18627), FPC's annual accrual to fits
decommissioning reserve was increased by $4.3 million effective January 1,
1989, together with a corresponding increase in base rates.

Pursuant to notice, a Prehearing Conference was held in this Docket

on May 4, 1989, establishing the issues to be addressed. Hearings were held
on May 25, 1989.
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DISCUSSION OF ISSUES

ISSUE 1: Are there components and facilities now at the nuclear production
units which could be retained to generate electricity with another steam
source after the removal of the current nuclear steam generation components?
RECOMMENDATION: Yes, there are portions of the nuclear electric generating
units which could be retained and used for future generation of electricity.
The question does remain, however, as to whether or not it will be cost
justified to retain these assets versus dismantling them upon decommissioning,
at the same time the contaminated assets are removed (See Issue 3).
(HWilkerson/Lee).

POSITION OF PARTIES
FPL: It is unknown at this time. Components with potential for reuse after

decommissioning would be 1limited to nuclear non-contaminated components.
These would primarily include portions of the turbine-generator power block,
cooling system and electrical grid interconnecting facilities. The usability
of these components however, will depend on the wear-and-tear status at the
time reuse is commenced, the economic viability of such reuse and the
conformance to future regulatory standards.

FPC: MWhile i1t is possible that, after approximately 40 years of use, certain
components and facilities at CR3 could have the physical capability for
additional use with a new, non-nuclear steam source, it is unlikely that such
use would be economically feasible. The mere fact that these facilities could
be used should not serve as the premise for funding future decommissioning

costs.
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STAFF__ANALYSIS: Land suitably located for a power generation site will
continue to be at a premium in the State. MWitness Dennis of FPL testified: "I
think both sites--and we all recognize the load centers which exist in the
State of Florida--that both the St. Lucie facility and the Turkey Point site,
the land mass fitself, the cooling systems and the switch yard transmission
systems, are highly valuable assets in the future regardless of what type of
power source exists there." (TR 275). The decommissioning plans under review
provide that, “The station grounds will be planted with vegetable matter for
erosion control and will have a final contour suitable for agricultural, range
or timber uses." (Exhibit 27 p.C-5). However, the locations of these nuclear
generating stations will, most surely, be logical sites for generation of
electricity after the present nuclear steam source is replaced. As witness
Dennis testified: “These sites are already developed with regards to cooling
systems and transmission facilities. The sites are in near proximity to load
centers providing for generation and load balance objectives which add to
system reliability. Availability of new generation sites in the load areas
surrounding these existing sites is questionable.” (TR 264). The question
relates to the non-contaminated assets at those sites and their availability
for use by whatever steam source is subsequently put into service at those
sites.

The concept in the above position of FPC that these assets under
discussion will be being considered for reuse "after approximately 40 years of
use" must be addressed. It 1s true that some structural items will have had
40 years of use-and possibly could be good for at least 40 more. However, the

non-contaminated assets consist of items which are maintained in first class
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operating condition (as is necessary for all components of a generating plant)
and many of which are regularly replaced by new or rebuilt items; these
replacements being the "interim retirements" included in developing an average
service 1ife in a depreciation study. (Exhibit 22). As Staff witness Woerner
testified, "Some of the assets at a generating unit, 1i.e., structures,
pedestals, some piping systems, and station equipment, might be expected to
have a life potentially greater than the nuclear operating license. Many
other assets of a type which might be useful for future generation will have
been replaced through the process of interim retirement a short time prior to
final plant shut down." (TR 336).

The concern mentioned in the position of FPL that a power source to
replace the generation of the nucliear unit will be needed immediately upon
decommissioning may, of course, be true. However, that fact does not relate
to the question of reuse of non-contaminated assets at the nuclear site. The
generation capacity needed immediately upon decommissioning of the nuclear
unit would have to come from a unit with a physical location at least somewhat
different from that of the decommissioned nuclear unit. The question of reuse
of the non-contaminated assets relates to a subsequent unit at the site of the
present nuclear unit. The argument for such a subsequent unit would be the
continued desirability of the site for generation such as access to water,
existing ownership (as in Dennis, cited above), and the continued increasing
requirement for electrical energy.

The question of projecting future technologies and governmental
requirements, raised by FPL in their position, is certainly a valid one. All

parties appear to be in agreement that, within two to four decades, there may
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be changes relating to these factors. In the opinion of Staff, such changes
could lengthen or shorten the 1ife of the present nuclear operation, and could
decrease or increase the 1ikelihood of continued use of any portion of the
present assets; these factors cannot be projected or used as determinants at
this time.

Changes which have taken place since this Commission's original 1982
action on decommissioning costs, and those which are likely to take place in
the future, are the reason for periodic reassessment of these costs and their
related factors. Commissioner Easley and Chairman Wilson express concern (TR
224-227), that the level of the fund, and not its structure, is the matter
under question in this docket. This discussion between Commissioners Easley,
Gunter and Wilson (TR 227-229) continues and introduces the fact that though
we started off by addressing the estimated costs of decommissioning the whole
plant as a separate funding, rather than continued treatment within the
depreciation rate, 1in the original Docket No. B810100-EU, there may be
developments or a learning process as time goes on. The opinion of Staff is
that the question presently under discussion relates to a collection of funds,
the amount of which 1s under determination-and the necessity for defining
which funds should be collected as a part of the mechanism, which is input to
the determination of the amount to be recovered by that mechanism.

Mr. LaGuardia makes the point (TR 92-93) that the difference in
thermodynamic cycles of the nuclear units versus current design boilers would
result in a very inefficient system and would not be cost effective. On the
other hand, when subsequently asked as to the potential of some useful life

left, quite a bit of it, in non-contaminated plant, he responds, "There is a
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possibility that that is the case. The technology of that is still evolving
and there is no regulatory guidance yet established." (TR 97). On the same
subject, Staff witness MWoerner testified that there were two cases to date
that he knew of, Midland and Fort St. Vrain, where non-contaminated assets at
nuclear plants have been converted to subsequent fossil fuel wuse.

(TR 349-350).
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ISSUE 2: Should the dismantlement of non-contaminated plant components be
included in the funding for "Nuclear Decommissioning", or recovered separately
through the use of 1lives and costs specifically related to those
non-contaminated reusable components?

RECOMMENDATION: The dismantlement of non-contaminated plant components
available for continued use after the decommissioning of the current nuclear
steam source should be recovered separately through the use of lives and costs
specifically related to those components. However, based on the current
studies filed in this proceeding, there is no way to distinguish between the
costs of dismantling contaminated assets and potentially reusable
non-contaminated assets at the time of decommissioning. (See Issue 3).
(Wilkerson/Lee).

POSITION OF PARTIES
FPL: At this time, the dismantlement of the nuclear non-contaminated plant

components 1is and should be included 1in the funding for nuclear
decommissioning. If the nuclear non-contaminated portion of the unit is
retired at the same time as the nuclear contaminated portion, there would be
no significant difference in total costs since such costs have not been
considered in current depreciation studies and the removal of such costs from
the decommissioning study would cause an offsetting deficiency in depreciation
reserves. However, if at a future time the nuclear non-contaminated portion
is determined to have a useful life beyond the nuclear contaminated portion,
it may be preferable to recover the related removal costs as a component of
depreciation to more closely match these costs with each unit's period of

generation.
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FPC: Unless there is some sound basis to conclude that the non-contaminated
plant components will be used after decommissioning, it would make little
difference whether the cost of their dismantlement 1{s 1included in
decommissioning costs or depreciation expense, since they would be recovered
over the same period in either event. Absent such a basis, FPC believes it is
preferable at the present time to continue to include these components in the
funding of decommissioning costs.

STAFF ANALYSIS: A1l parties seem to be in agreement that, if a given number
of dollars is spread over a given number of years, the annual expense will b
the same--assuming similar treatment as to funding. Accepting that, however,
if some portion of the assets will continue to serve the public after the
decommissioning of the nuclear components, the period of expensing the costs
of removal/dismantlement should be spread over the related expected average
remaining 1ife, as Staff witness Woerner testified. (TR 341).

As pointed out in FPL's position, the prospective recognition of a
difference 1in the timing of the dismantliement of contaminated and
non-contaminated assets can occur at some unspecified point in the future "to
more closely match these costs with each unit's period of generation." This
matching of costs, to the extent possible, should be at the core of any
depreciation-related decisions, and is the concern of Staff at this time. If
we couple this concern of matching with the statement that "removal of such
costs from the decommissioning study would cause an offsetting deficiency in
depreciation reserves" we see that any mismatch or misalignment in the pattern
(surplus or deficit), can grow consistently worse with the passage of time.

Any necessary corrective action will become more consequential.
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The turning points of this issue are quite basic: The identification
of the non-contaminated assets which are subject to reuse, and the economics

of the reuse question. (See Issue 3).
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ISSUE 3: Should a decommissioning cost study be required from each company
addressing the exclusion of non-contaminated components and facilities which
can be used for generation of power subsequent to decommissioning of the
present nuclear components? If so, in what time-frame should they be required?
RECOMMENDATION: Yes, FPL and FPC should file a site-specific economic cost
study for each of their nuclear generating plants to determine if it is cost
justified to retain the non-contaminated portion of the nuclear plant assets
for use with a new generating station. These feasibility studies should be
submitted no later than two years from the date of the final order in this
proceeding. (Wilkerson/Lee).

POSITION OF PARTIES

FPL: It does not appear that there is any basis to conclude that nuclear
non-contaminated components will have any significant value wupon
decommissioning. If it can later be established that the nuclear
non-contaminated components and facilities have a useful 1ife beyond the
nuclear contaminated facilities, a cost study should be required and the
removal cost of the nuclear non-contaminated portion should be spread over the
extended period the unit would provide generation. Since decommissioning
studies are filed no less frequent than every five years, any change to
exclude non-contaminated components and facilities should be incorporated in
the Company's next studies.

FPC: Future decommissioning studies should be based on those assumptions
considered most 1ikely to occur, not on alternatives that are only a
possibility. Before a decision is made to conduct a costly, full-scale

decommissioning study that excludes non-contaminated components, an evaluation
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should be performed to determine the engineering and economic feasibility of
using these components with another steam supply after the nuclear components
have been decommissioned. If the Commission determines that further use of
the non-contaminated components 1s a viable alternative, a cost study
differentiating between contaminated and non-contaminated components could be
conducted for the next five-year review.

STAFF _ANALYSIS: There is nothing magical about the five-year cycle; it was
set as a pattern to encompass prospective changes in projected costs of
decommissioning. The words in Order No. 10987 read "the estimate of the cost
of decommissioning should be reviewed and, if necessary, changed no less often
than every five years." The door is left open for reaction to substantial
changes which may occur in the meantime. The question is whether or not we
are facing a possible substantial change in this case. Staff agrees with FPC
that "an evaluation should be performed to determine the engineering and
economic feasibility of using these components with another steam supply after
the nuclear components have been decommissioned." Then, depending on the
outcome of that study, the 1incorporation of its findings into the general
pattern of nuclear and fossil fuel decommissioning/dismantiement studies could
be determined. To accomplish this as efficiently as practicable, the Staff
recommends that feasibility studies be conducted within two years from the

date of the final order in this proceeding.
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*ISSUE 4: What methodology should Florida Power Corporation and Florida Power
& Light utilize to decommission their units?
RECOMMENDATION: The methodology that FPC and FPL should utilize to
decommission their nuclear units is as follows:
Turkey Point Unit No. 3: Integrated Prompt Removal/
Dismantling
Turkey Point Unit No. 4: Integrated Prompt Removal/

Dismantling

St. Lucie Unit 1: Mothball/Prompt Integrated
Dismantling

St Lucie Unit 2: Integrated Prompt Removal/
Dismantling

Crystal River Unit 3: Prompt Removal/Dismantling
(Lee).
POSITION OF PARTIES
FPL: The appropriate methodology for decommissioning Turkey Point Unit Nos. 3
and 4 is an Integrated Prompt Removal/Dismantling approach. The Integrated
Prompt Removal/Dismantling for Turkey Point is presently the lowest cost
method and was chosen, among other reasons, because it wutilizes those
individuals familiar with the nuclear facility to support the dismantling
effort and is the method recommended by the Nuclear Regulatory Commission
(NRC).

The appropriate methodology for decommissioning St. Lucie Unit Nos. 1
and 2 {is a Mothball/Prompt Integrated Dismantling approach. The
Mothball/Prompt Integrated Dismantling approach is the lowest cost method and,
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due to the difference in license expiration dates, allows for a one time
mobilization of contractor personnel and equipment by mothballing Unit No. 1
until the expiration of Unit No. 2's license.

FPC: The appropriate decommissioning methodology for CR3 is the Prompt
Removal/Dismantlement approach.

STAFF ANALYSIS: There is no disagreement among the parties regarding this
fssue. The decommissioning methodology recommended for each nuclear unit is
the result of the TLG studies (Exhibits 1, 2, 3, 4, 8) sponsored by Witness
LaGuardia. These studies show the detail cost analysis of three basic
decommissioning alternatives identified by the NRC as being acceptable. These
studies were made on a site-specific basis and are in line with federal
recommendations that decommissioning be accomplished in the shortest practical
time following termination of operations. (TR 19, 46, 47). As MWitness
LaGuardia testified, the three decommissioning alternatives considered in
each of the company's studies were DECON (prompt removal/dismantling), SAFSTOR
(safe storage mothballing with delayed dismantling), and under special
circumstances, ENTOMB (entombment). (TR 23, 47).

Witness Hoffman testified that based on the TLG studies performed and
the recommendation of Witness LaGuardia, FPL has selected to decommission its
facilities in a prompt and integrated manner. This methodology is the least
expensive of the three acceptable alternatives. Besides cost, the Company
considered such factors as logistics, health, safety, security and the future
regulatory environment. (TR 114). In addition, the NRC has recommended
prompt dismantlement absent any clear showing of why a nuclear plant should be

decommissioned on a delayed basis. (TR 115).
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Witness LaGuardia testified, that based on his analysis, his
recommended decommissioning methodology for each nuclear plant of FPL was to
mothball (SAFSTOR) St. Lucie Unit 1 for a period of approximately 5 years at
which time decommissioning activities could begin in conjunction with Unit 2;
deconmission the two Turkey Point nuclear wunits wupon final shutdown
(integrated DECON). These methodologies provide the most reasonable means for
terminating the license for each site in the shortest possible time, and
relieving the Company of its regulatory obligations at the site. (TR 25, 26).

Witness LaGuardia's recommended decommissioning methodology for FPC's
nuclear plant Crystal River 3 is the prompt removal/dismantling (DECON).
(TR 51). His analysis (Composite Exhibit 8) shows this methodology to be the
most cost effective and most reasonable means for terminating the license for
the site in the shortest possible time, and consequently relieves FPC of its
regulatory obligations at the site.

Based on the cost studies sponsored by Witness LaGuardia (Exnibits 1,
2, 3, 4, 8), Staff finds his recommended decommissioning methodology treatment

for each of the FPL and FPC nuclear plants reasonable.
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ISSUE 5: Should there be a contingency allowance applied to the total cost at
this time, and if so, what should the percentage be?

RECOMMENDATION: Yes. The overall contingency allowance of 25% for both FPL
and FPC is reasonable at this time. Staff does, however, have reason to
believe that this amount may change through time. (Ballinger).
POSITION OF PARTIES

FPL: Yes. The contingency percentage is 25%. This percentage provides for
the costs of high probability program problems where the occurrence, duration,
and severity cannot be accurately predicted and have not been included in the
basic estimate. The contingency provides for site specific problems that may
arise and does not represent a provision for inaccurate cost estimates. If
cost estimates were to be made at the time of commencement of decommissioning
activities they would also include a contingency allowance of 25%.
Contingency {items that could occur include changes in the regulatory
requirements, the effects of craft 1labor strikes, bad weather halting or
slowing down waste shipments to the burial grounds, equipment/tool breakage,
changes in the anticipated plant shutdown conditions, etc. Summation of the
categories examined, ylelded an average contingency of approximately 25%.

EPC: Yes, a contingency allowance of 25% should be {included in the
decommissioning cost estimates. Mr. LaGuardia's uncontroverted testimony
clearly explained the reasons why a contingency allowance is needed in order
to recognize the costs_associated with certain high probability field problems
that arise during performance of decommissioning activities. Problems of this
kind include such things as weather-related delays, equipment breakdowns,

unanticipated regulatory requirements, craft labor disputes, and the 1like.
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These problems are not included in developing the basic cost estimate because
their specific occurrence, duration, and severity cannot be accurately
predicted. Instead, individual contingency factors ranging from 10% to 75%
are determined for each major activity area, based on the degree of difficulty
and complexity involved. Applying these individual factors to the appropriate
components of the cost estimate results in an average of approximately 25%.

Mr. LaGuardia's explanation of what the contingency allowance
represents and how it is developed dispels the misconception that it
constitutes a “"cushion" against the uncertainties of estimating costs well
into the future. To the contrary, his estimates have nothing at all to do
with future costs; they are based on the current costs that would be required
if the plants were to be decommissioned now. Thus, the opportunity to “zero
in" on the actual costs of decommissioning in the future review proceedings
will not lessen the need for a contingency allowance, since the
problem-related costs it provides for cannot be known until the project is
actually underway.

Fatlure to fund these contingency costs would be contrary to the
Commission's primary goal of assuring that adequate funds are available when
the costs of decommissioning the plants are incurred. The result would be a
significant burden placed on future ratepayers and a windfall to the
ratepayers before them who received the benefit of the plants' generation.
STAFF_ANALYSIS: Webster's dictionary defines a contingency as "an event that
is of possible but uncertain occurrence."” In a cost estimation, a contingency
factor is used to account for such things as bad weather, labor strikes,

equipment failures and a variety of unforeseen circumstances. The amount of
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contingency to be used is an art in itself and should be based on experience,

not just speculation.
Witness LaGuardia testified that an overall contingency factor of 25%

is a reasonable amount given the complexity of nuclear decommissioning
activities. (TR 21). Mr. LaGuardia also has extensive experience in the area
of nuclear decommissioning and other demolition activities. (TR 11-14). His
explanation as to how he arrived at the contingency factors he used and their
purpose seemed reasonable. Therefore, the record supports the use of a 25%
overall contingency factor.

Staff does have one concern with the size of a contingency factor
used in an evolving activity such as nuclear decommissioning. HWitness
LaGuardia stated that some contingencies were allowed to account for equipment
failures and regulatory changes. Staff is concerned that the approval of a
25% contingency factor now will send the message that this level of
contingency will always be appropriate. HWe do not believe that this should be
the case because technical and/or regulatory changes could affect the amount

of contingency to be applied to the overall cost of decommissioning. (TR 89).
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*ISSUE 6: MWhat is the estimated appropriate cost in current (January 1, 1989)
dollars to decommission each of the nuclear units?

RECOMMENDATION: The estimated cost in current (January 1, 1989) dollars to

decommission each of the nuclear units are:

Turkey Point Unit No. 3 $162,072,000
Turkey Point Unit No. 4 190,494,000
St. Lucie Unit No. 1 205,249,321
St. Lucie Unit No. 2 202,975,000
Crystal River Unit No. 3 189,123,000
(Maurey).
POSITION OF PARTIES
EPL:
Estimated Future Costs
—UNIT —at Janvary 1, 1989
Turkey Point Unit No. 3 $162,771,355
Turkey Point Unit No. 4 191,133,750
St. Lucie Unit No. 1 206,262,473
St. Lucie Unit No. 2 203,421,665
The above was based on the Company's May 1989 Inflation Rate
Forecast.

FPC: The appropriate estimated total cost in current dollars (as of
January 1, 1989) to decommission CR3 is $195,133,000.
STAFF ANALYSIS: The site-specific studies conducted by TLG estimated the cost

to decommission the four FPL nuclear units in 1987 dollars and the one FPC
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nuclear unit in 1985 dollars. These amounts were escalated to January 1, 1989
dollars using the inflation indices and methodology outlined in Issue 7. The
actual rates of change for the inflation indices provided by Data Resources,
Inc. (DRI) for the period 1985 - 1988 for FPC and 1987 - 1988 for FPL were
used.

The disparity between Staff's cost estimates and the companies' cost
estimates results from differences in the specific inflation measures used by
each party 1in the escalation calculation. The methodology and specific

inflation indices used are described in detail in Issue 7.
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*ISSUE 7: MWhat is the appropriate methodology and escalation rate to use in
converting the current estimated decommissioning cost to the future estimated
decommissioning cost?

RECOMMENDATION: The appropriate escalation rates to use in converting the

current decommissioning cost to the future decommissioning cost for each

nuclear unit are:

Turkey Point Unit No. 3 5.80%
Turkey Point Unit No. 4 5.80
St. Lucie Unit No. 1 6.02
St. Lucie Unit No. 2 5.91
Crystal River Unit No. 3 6.08

The methodology used by FPL and FPC in their escalation rate analyses fis
reasonable for determining the appropriate rate. The disparity between
Staff's escalation rates and the companies' escalation rates results from
differences in the time frame and specific inflation measures used by each
party.

(Maurey).

POSITION OF PARTIES

FPL: An escalation rate methodology which considers the potential for
escalation rate differences between the decommissioning activities of
decontamination, removal, packaging, shipping, burial, staff, and other is
used. These activities are separated further into 1labor, material, and

other. Costs identified were inflated by use of the Company's Inflation Rate
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Forecast and/or Average Hourly Earnings Index in addition to Producer Price
Indices and GNP Deflator when appropriate.

The escalated costs for each of the different decommissioning
activities were determined for each year of the study. Summing the escalated
costs of all activities for a particular year and comparing this cost relative
to the previous year's cost provided the annual escalation rate for the total
decommissioning process from one year to the next. This process was repeated
for each of the four nuclear units over the applicable analytical horizon.

An overall effective rate, equivalent to the year by year rates, was

determined for each unit and are shown below:

OVERALL
_UNIT ESCALATION RATE
Turkey Point Unit No. 3 5.0%
Turkey Point Unit No. 4 4.97%
St. Lucie Unit No. 1 5.0%
St. Lucie Unit No. 2 5.0%

The above was based on the Company's May 1989 Inflation Rate
Forecast.
FPC: The methodology used by FPC in its Decommissioning Study is appropriate
for converting the current estimate of decommissioning costs to future costs.
The appropriate escalation rate to use in converting CR3's current estimated

decommissioning costs (in January 1, 1989 dollars) to future costs is 6.66%.
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STAFF_ANALYSIS: Both companies use the same methodology to determine the
appropriate escalation rate for converting the current estimated
decommissioning cost to the future estimated decommissioning cost. The
disparity among these numbers results from differences in the time frame and
specific inflation measures used by each party.

The decommissioning process consists of seven stages or activities.
These are decontamination, removal, packaging, shipping, burial, staff, and
other. Each of these activities are separated into three components. These
are labor, materials, and other.

TLG has provided both companies with estimates of the costs for each
activity. These cost estimates were determined through site-specific studies
and include a contingency allowance of 25%. The base level costs are in 1987
dollars in the FPL studies and 1985 dollars in the FPC study. These estimates
are escalated from these base levels to the respective license termination
date for each unit using separate inflation forecasts for labor, materials,
and other component costs.

Although the site-specific studies identified unique costs associated
with each unit, the homogeneous nature of the labor involved and the materials
used in the decommissioning process leads Staff to recommend that the same
inflation indices be used to determine the appropriate escalation rate of each
unit. The cost characteristics unique to each unit are still recognized
because the methodology uses the base costs provided by TLG. However, by
using the same inflation indices to escalate labor and material costs, Staff
recognizes that the labor and materials costs for these activities should
increase at the same rate regardless of whether the unit is owned by FPL or
FPC.
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FPL uses inflation forecasts developed in-house as of May 1989. The
company escalates labor costs with the Average Hourly Earnings Index, material
costs with the PPI-Capital Equipment Index, and other costs with the GNP
Deflator Index. (TR 119).

FPC uses inflation forecasts published by Data Resources, Inc. (DRI)
as of December 1988. The company escalates labor costs with the Compensation
Per Hour Index, material costs with the PPI - Intermediate Materials and
Supplies Index, and other costs with the GNP Deflator - Transportation Index.

(TR 294).
Both witnesses, Mr. Hoffman for FPL (TR 149-152) and Ms. Czura for

FPC (TR 294-296), offered testimony at the hearing defending each company's
respective inflation rate forecast. At the hearing, Mr. Hoffman gave a strong
argument for wusing the Average Hourly Earnings Index instead of the

Compensation Per Hour Index to escalate labor costs.

Q. HWhere you discuss the average hourly earnings, isn't that just
the pay to the employees? It doesn't dinclude other type of
compensation, would it?

A. Theoretically, no, but I think you have to look at the numbers a
little bit themselves, and think about what your - what you're going
to use that index for.

The average hourly earnings index would be just the wages paid,
whether you are coming from a base number and you're escalating it,
and that base number includes benefits already, so you're picking up
some of the benefits.

Now, the compensation per hour index which we didn't use,
theoretically, includes escalated costs for benefits as well as
wages. And when we looked at that - when we look at that and when we
look at the DRI forecast of that index compensation per hour, we see
that it far outpaces the increase in the CPI. DRI is expecting that
compensation per hour is going to increase at a rate as much as 7%, I
think, in the later years, many of the later years. And that raises
that index quite high. And I think 1it's a matter of, or an
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interesting question, whether benefits can actually increase that
fast when the Consumer Price Index stays at a more moderate level.
And if you consider that wages are maybe not expected to increase as
quickly even as the CPI, that means that benefits would just have to
be increasing at an extraordinary pace to reach the level that's in
that DRI forecast.

So we didn't feel that it was appropriate to use. HWe didn't
think that piece of the DRI index was possibly constructed properly
by DRI. And we still believe that the average hourly earnings index
represents a reasonable estimation of what benefits - what wages are
going to increase at, and because benefits are already embedded in
the beginning amount, that it picks up increases in that cost also.
(TR 150-152).

Staff also questioned both Mr. Hoffman and Ms. Czura regarding the

most appropriate inflation index to use to escalate materials costs. First,

Mr. Hoffman argued that the PPI-Capital Equipment Index should be used because

of the capital intensive nature of the decommissioning process.

Q. A1l right. On the materfals you used capital as opposed to
intermediate. Doesn't the duration of the decommissioning relate
itself more to the intermediate type of leasing equipment than going
out and spending a lot of money on capital investments?

A. I don't know specifically the mix of the leasing type of
activities, or for the goods that are used in these activities, but
from everything that I could understand, just from listening to Mr.
LaGuardia, reading the testimony that he prepared, I came to the
conclusion that the - it's very capital intensive, that you're buying
a lot of tools, you're buying cranes, you're investing in a lot of
things that are, to me, more 1ike finished goods. And I thought that
was more like - that it would be more appropriate to use the producer
price index for capital goods. But, you know, I really can't - I'm
certainly not an expert or can say that I know for sure which is the
appropriate index there. (TR 152).

Later in the hearing, Ms. Czura made a stronger argument that the

PPI-Intermediate Materials and Supplies Index was more appropriate because it

includes many of the materfial cost components which will be used during the
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decommissioning process.

Q. Why were each of these inflation measures used in each category?

A. ...For materials, we chose to use the intermediate materials and
supplies index from the producer price index. Intermediate materials
and supplies is an index within PPI that is at the intermediate stage
of processing.

The stage of processing indices are considered to be more useful
than commodity grouping indices. This is because commodity grouping
indices sometimes produce exaggerated or misleading signals of price
changes by reflecting changes that take place at each stage. 1In
other words, you would have multiple counting of price increases at
the raw materials stage, the intermediate stage and the finished
goods level. Therefore, we decided to go with the stage of the
processing index.

There are three indices available for stage of processing.
There is raw materials, intermediate supplies and finished goods.
The PPI index at the intermediate materials and supplies stage fis
considered to be a reasonable one for escalating material costs for
nuclear decommissioning. It fincludes many of the material cost
components which would be used during the decommissioning process.
For example, it includes energy, machinery and equipment, chemicals,
metals and metal products, concrete, Tlumber and transportation
equipment.

I spoke with a representative from DRI at length about this
index and he provided me with the categories within the intermediate
materials and supplies index and the relative percentages, the
weights of those components within that index.

After reviewing the descriptions of the work to be performed in
Section 3 of Tom LaGuardia's engineering study for Crystal River 3,
it appears that the PPI index that the intermediate materials and
supplies stage of processing is the appropriate one to use for the
escalation of material costs. (TR 294-295).

Staff feels Mr. Hoffman made a stronger argument in support of the
Average Hourly Earnings Index than Ms. Czura made for the Compensation Per
Hour Index. On the other hand, Staff feels Ms. Czura made a better case for
using the PPI-Intermediate Materials and Supplies Index than Mr. Hoffman

raised for the PPI-Capital Equipment Index. Based on this evidence, Staff has

chosen to escalate labor costs with the Average Hourly Earnings Index and
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material costs with the PPI-Intermediate Materials and Supplies Index.

The point can be argued that the inflation indices should also be the
same for the two companies when escalating the other category of component
costs. However, because of the difference in the treatment of the other
category between the FPL and FPC studies, Staff has elected to escalate other
costs with the specific measure cited by each company. In the FPL studies,
the other category includes all costs associated with the burial, shipping,
and other activities. The other category includes only shipping costs in the
FPC study. Mr. LaGuardia of TLG testified that he could not recall the basis
for this difference between the studies. (TR 103). However, he did conclude
that he had no reason to suspect that any of the estimates in the 1985 study
were incorrect. (TR 104). Therefore, Staff used the more general GNP
Deflator Index to escalate other costs in the FPL escalation rate analysis and
the more specific GNP Deflator - Transportation Index in the FPC escalation
rate analysis.

Staff does not produce its own inflation forecasts. Therefore, Staff
relied on the DRI Long-term Review as of December 1988 for the forecasts of
the inflation indices just described. DRI is a respected source for a wide
variety of forecasted statistics. This i1s not to imply that FPL's forecast is
not reliable. It's just that DRI is a common source of forecasted data that
is generally recognized throughout the financial community. DRI is the
forecast service used by the Revenue and Economic Analysis Unit of the Office
of Planning and Budgeting in the Governor's Office.

Using these inflation rate forecasts and the base costs provided by

TLG, an annual compound escalation rate was calculated for each nuclear unit.
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The escalation rate analysis for each nuclear unit is outlined on Schedule 1,
pages 115-124. These escalation rates will have a significant impact on costs

discussed in Issues 6, 8, 10, 26, and 29.
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*ISSUE 8: MWhat is the total estimated cost of decommissioning each unit

in future dollars based upon present operating license termination date?

RECOMMENDATION: The estimated total cost of decommissioning each nuclear

unit in future dollars based upon present operating license termination

dates are:

Turkey Point Unit No. 3
Turkey Point Unit No. 4

St. Lucfie Unit No. 1
St. Lucie Unit No. 2

Crystal River Unit No. 3

(Maurey).
POSITION OF PARTIES
EPL:

UNIT

Turkey Point Unit No. 3
Turkey Point Unit No. 4
St. Lucie Unit No. 1
St. Lucie Unit No. 2

The above was based on the Company's May

Forecast.

$ 542,426,010
673,190,276
1,622,545,122
1,757,460,731
1,201,528,228

LICENSE EXPIRATION
April 27, 2007
April 27, 2007
March 01, 2016
April 06, 2023

—FUTURE COST

$ 462,822,891

557,567,350

1,156,040,449

1,272,855,821
1989 Inflation Rate

FPC: The total estimated cost of decommissioning CR3 in future dollars,

based upon its present operating license termination date of December 3,

2016, is $1,471,378,780.
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STAFF_ANALYSIS: The total estimated cost of decommissioning each unit in

future dollars is the sum of the year-by-year expenditures determined in

Issue 10. The calculations are described in detail in Issue 10 and are

outlined on Schedule 2, pages 125-129.
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*ISSUE 9: As presently planned, in which years will the funds accumulated in
the Nuclear Decommissioning Trust Fund be expended, by unit?

RECOMMENDATION: As presently planned, the funds accumulated in the Nuclear

Decommissioning Trust Funds will be expended in the following years:

Unit Year(s) of Fund Expenditures
Turkey Point Unit 3 2005-2013
Turkey Point Unit 4 2005-2014
St. Lucie Unit 1 2014-2028
St. Lucie Unit 2 2021-2028
Crystal River Unit 3 2015-2023
(Lee).
POSITION OF PARTIES
EPL:
Unit Year(s) of Fund Expenditure
Turkey Point Unit No. 3 2005-2013
Turkey Point Unit No. 4 2005-2014
St. Lucie Unit No. 1 2014-2028
St. Lucie Unit No. 2 2021-2028

FPC: As presently planned, funds accumulated for decommissioning CR3 will be
expended in the years 2015 through 2023.

STAFF _ANALYSIS: Al1 parties agree to the years in which the funds accumulated
in the Nuclear Decommissioning Trust Funds are presently planned to be

expended. FPL HWitness Hoffman and FPC HWitness Czura presented testimony

-59-



DOCKET NO. 870098-EI

(B671F) August 17, 1989

regarding this issue. (TR 121, 288). The timing of the fund expenditures are
in line with Witness LaGuardia's Engineering Cost Studies (Exhibits 1, 2, 3,
4) time estimates for the various stages of decommissioning.

Actual decommissioning is expected to begin approximately two years
prior to final shutdown when engineering and planning would begin on the
preparation of the Decommissioning Engineering Plan and Environmental
Assessment which will be submitted to the NRC and other regulatory agencies
for review and approval, and authorization to proceed. (TR 26, 27). There
are basically three stages of decommissioning. The first stage is expected to
take one year to accomplish. It would begin upon shutdown of the plant, and
would involve site preparations to initiate decommissioning. The second stage
will take about three years to complete. (TR 30). This 1is when
decommissioning operations will begin upon receipt of the dismantling order
from the NRC. This stage involves the removal of radioactivity from the site
and termination of the license. (TR 28). The third stage is expected to take
about two years to complete. This will involve the demolition of all
remaining structures to a depth of three feet below grade, and grading the
site. (TR 30).

As MWitness Hoffman testified, the greater number of years for St.
Lucie Unit 1 over Unit 2 is attributable to the difference in the operating
1icense expiration date for the units. Fund expenditures are made for
activities which enable St. Lucie Unit 1 to remain dormant until the license
expiration of St. Lucfe Unit 2. (TR 121, 122).

With no evidence to the contrary, Staff is of the opinion that these

dates estimated for fund expenditures are reasonable.
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*ISSUE 10: MWhat 1s the estimated future cost of decommissioning, by unit, in

each year in which decommissioning funds will be expended?

The estimated future costs of decommissioning in each year in

RECOMMENDATION:

which decommissioning funds will be expended are:

Turkey Point Plant
Year of Estimated Future Cost
_Unit No. 4
2005 $ 1,181,262 $ 647,762
2006 5,059,912 2,833,826
2007 32,477,023 23,542,894
2008 101,657,092 35,271,774
2009 136,034,524 118,657,270
2010 143,924,526 158,697,622
2011 73,426,868 167,902,084
2012 35,977,100 94,608,426
2013 12,687,703 56,171,797
2014 14,856,822
. Totals $542,426,010 $673,190,276
St. Lucie Plant
Year of Estimated Future Cost
2014 $ 2,091,581
2015 8,282,026
2016 89,815,291
2017 32,466,450
2018 14,603,465
2019 15,482,594
2020 16,414,646
2021 17,402,808 $ 1,489,148
2022 89,887,187 6,251,434
2023 309,804,347 72,772,279
2024 340,793,776 322,663,298
2025 361,309,561 420,371,172
2026 161,315,779 445,215,109
2027 149,653,381 279,496,214
2028 13,222,231 209,202,077
Totals $1,622,545,122 $1,757,460,731
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Crystal River Plant
Year of Estimated Future Cost
Unit No, 3
2015 $ 29,609,186
2016 31,409,425
2017 33,319,118
2018 264,177,471
2019 280,239,461
2020 297,278,021
2021 126,848,472
2022 67,279,726
2023 71,367,348
Total $1,201,528,228
The above amounts may not add due to rounding.
POSITION OF PARTIES
EPL:
Turkey Point Plant:
Integrated Prompt Removal/Dismantling
Year of Estimated Future Cost
Unit No. 3
2005 $ 1,043,067 $ 562,625
2006 4,432,678 2,437,959
2007 28,236,950 20,082,623
2008 87,716,291 29,831,671
2009 116,491,727 99,502,966
2010 122,316,313 131,947,742
2011 61,930,931 138,413,181
2012 30,114,852 77,328,929
2013 10,540,081 45,521,897
2014 11,937,757
Totals $462,822,891 $557,567,350
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St. Lucie Plant:

1989

Mothball/Prompt - Integrated Dismantling
Estimated Future Cost

Year of

Decommissioning

2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028

Totals

FPC: As presently planned, total costs for decommissioning CR3 will

$ 1,634,646

6,411,176
68,854,515
24,649,790
10,980,815
11,529,856
12,106,349
12,711,666 $ 1,122,585
65,026,359 4,672,311
221,961,640 53,920,525
241,815,795 237,021,222
253,906,585 306,142,509
112,271,649 321,449,635
103,153,326 200,065,343
9,026,282 148,461,690
$1,156,040,449 $1,272,855,821

incurred in the following future dollar amounts:

Year of

2015
2016
2017
2018
2019
2020
2021
2022
2023

Total

Estimated Future Cost
Unit No. 3

$ 35,395,715
37,753,070
40,267,425

321,014,171
342,393,714
365,197,136
156,681,553
83,557,399
— 89,118,597

$1,471,378,780
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STAFF ANALYSIS: TLG provided both companies with spending curves for the
various decommissioning activities. The spending curves revealed the
percentage of the total decommissioning cost that will be incurred in each
year in which the decommissioning funds will be expended. The site-specific
percentages were applied to the current cost to decommission each nuclear unit
determined in Issue 6 and the result was then escalated to future dollars
using the appropriate escalation rate determined in Issue 7. The calculation

of these cost estimates is outlined on Schedule 2, pages 125-129.
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*ISSUE 11: MWhat is the projected date that each nuclear unit will no longer
be included in rate base for ratemaking purposes?
RECOMMENDATION: The projected date that each nuclear unit will no longer be
included in rate base for ratemaking purposes is predicated on each unit's
license expiration date.

Turkey Point Unit 3: April 27, 2007

Turkey Point Unit 4: April 27, 2007

St. Lucie Unit 1: March 1, 2016

St. Lucie Unit 2: April 6, 2023

Crystal River Unit 3: December 3, 2016
(Lee).
POSITION OF PARTIES
FPL: For purposes of the present decommissioning filing, the Company
projected that the nuclear units would be retired and removed from rate base

for ratemaking purposes as follows:

Turkey Point Unit No. 3 April 27, 2007
Turkey Point Unit No. 4 April 27, 2007
St. Lucie Unit No. 1 March 1, 2016
St. Lucie Unit No. 2 April 6, 2023

FPC: The projected date that CR3 will be removed from rate base is December
3, 2016, the date its operating license is scheduled to terminate.

STAFF_ANALYSIS: There is no disagreement among the parties regarding this
issue. The projected dates that each nuclear unit will no longer be included
in rate base for ratemaking purposes coincides with the estimated retirement

dates (existing operating license expiration date) of each unit as testified
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to by FPL Witness Kuberek and FPC Witness Czura. (TR 200, 287). Staff agrees
that each unit will no longer be included in rate base for ratemaking purposes
upon its retirement and that retirement date is predicated on the existing

operating license termination date.
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ISSUE 12: Do FPL and FPC comply with NRC requirements as they pertain to
control of the decommissioning funds?

RECOMMENDATION: Yes, FPL and FPC comply with Nuclear Regulatory Commission
(NRC) requirements as they pertain to control of the decommissioning funds.
(Maurey).

POSITION OF PARTIES

FPL: The final rule set forth by the Nuclear Regulatory Commission (NRC)
requires that the Company submit a report to the NRC by July 27, 1990,
indicating how reasonable financial assurance will be provided that funds will
be available for decommissioning. Financial assurance is to be provided by
either prepayment prior to the start of operation, external sinking fund or a
surety method, insurance or other guarantee method. The external sinking fund
method as defined in the final rule is "a fund established and maintained by
setting funds aside periodically in an account segregated from licensee assets
and outside the licensee's administrative control in which the total amount of
funds would be sufficient to pay decommissioning costs at the time termination
of the operation is expected. An external sinking fund may be in the form of
a trust, escrow account, government fund, certificate of deposit or deposit of
government securities.” 10 C.F.R. Section 50.75(e)(1)(ii). The Company
provides for finmancial assurance through monthly contributions to its Nuclear
Decommissioning Funds. These nuclear decommissioning funds are in the form of
a trust with State Street Bank and Trust Company as (rustee for each trust.
Based on the Company's finterpretation of the NRC final rule, the Company
believes 1ts method would constitute an external sinking fund which complies

with the final rule and that reasonable financial assurance will be provided
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that funds will be available for decommissioning. After the Company submits
its report to the NRC, should the NRC impose any additional requirements
pertaining to the control of the decommissioning funds, the Company will
comply with such requirements.

FPC: NRC regulations (10 C.F.R. Section 50.75) require each electric utility
licensee to certify that "financial assurance" for decommissioning will be
provided by one of three enumerated methods. One such method is an "external
sinking fund," defined in the regulations as "an account segregated from
licensee assets and outside licensee's administrative control," which "may be
in the form of a trust, ... ." FPC's establishment of an external trust fund
under the administrative control of an independent trustee complies with this
requirement.

STAFF _ANALYSIS: The NRC's final rule, 10 C.F.R. Section 50.75, specifies
three methods acceptable to the NRC for electric utilities to use to
demonstrate reasonable financial assurance that funds will be available for
decommissioning. The rule permits the use of an external sinking fund and
defines this as “a fund established and maintained by setting funds aside
periodically in an account segregated from licensee assets and outside the
licensee's administrative control in which the total amount of funds would be
sufficient to pay decommissioning costs at the time termination of operation
is expected." The rule elaborates by stating that an external sinking fund
“may be in the form of a trust, escrow account, government fund, certificate
of deposit, or deposit of government securities." (Exhibit 25). Mr. Hoffman
testified that FPL's decommissioning funds are in the form of a trust with
State Street Bank and Trust Company of Boston, Massachusetts as trustee.

-68-



DOCKET NO. 870098-EI

(B671F) August 17, 1989

(TR 163). Mr McDonald testified that FPC's decommissioning funds are in the
form of a trust with Southeast Bank of Miami, Florida as trustee. (TR 317).
Therefore, it appears that both companies are in compliance with NRC

requirements as they pertain to control of decommissioning funds.
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ISSUE 13: Do FPL and FPC comply with NRC requirements as they pertain to the
management of the investments of the decommissioning trust funds?
RECOMMENDATION: At this time, it appears that FPL and FPC are in compliance
with the NRC requirements as they pertain to the management of the investments
of the decommissioning trust funds. (Maurey).
POSITION OF PARTIES
FPL: The management of the investment of the fund assets is currently
performed by Staff within the Finance Department of FPL.

The final rule set forth by the Nuclear Regulatory Commission (NRC)
requires that the Company submit a report to the NRC by July 27, 1990,
indicating that reasonable financial assurance will be provided that funds
will be available for decommissioning. As described in Issue 12, the
Company's decommissioning funds are in the form of an external sinking fund
pursuant to the final rule. There is no requirement in the final rule or in
any other regulations promulgated by the NRC that mandate the use of an
external investment manager for nuclear decommissioning funds. The final rule
does require that a licensee utilizing an external sinking fund set aside
monies composing the external sinking fund "in an account segregated from
licensee's assets and outside licensee's administrative control." 10 C.F.R.
Section 50.75(e)(1)(i1). Because of potential differences in interpretations
of the foregoing language, the Company's outside counsel contacted the NRC for
clarification. The NRC has indicated they will construe this language to
require only that the trustee of the decommissioning fund must be unrelated to
the licensee. Based on the Company's interpretation of the final rule and NRC

clarification, the Company believes 1its current method of investment
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management of the nuclear decommissioning fund investments complies with the
NRC requirements and that should the NRC require external management of the
decommissioning fund {investments, the Company will comply with such
requirements.

FPC: FPC is not aware of any NRC requirement pertaining to the management of
the investments of its decommissioning trust fund. If NRC regulations are
subsequently deemed by it to be applicable to investment management, FPC will
comply with any such requirements to the extent it is not already in
compliance.

STAFF_ANALYSIS: The NRC requires that electric utilities provide reasonable
financial assurance that funds will be available to decommission nuclear units
at the time termination of operation is expected. The final rule issued June
27, 1988 requires all companies to submit a report by July 27, 1990,
indicating how financial assurance will be provided. (Exhibit 25).

As discussed in Issue 12, it appears that both companies are in
compliance with NRC requirements as they pertain to control of the
decommissioning funds. However, unlike the 1issue of control of
decommissioning funds which is defined in the final rule, there is no specific
wording which addresses NRC requirements pertaining to the management of
investments of the decommissioning trust funds. Furthermore, a draft
regulatory guide fssued by the NRC in May 1989, after the hearing for this
docket was held, also neglected to address the specific issue of investment
management.

Mr. Hoffman testified that the 1investment management for FPL's

decommissioning funds 1s conducted by the Finance Department at
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FPL. (TR 174). Mr. McDonald testified that the investment management for
FPC's decommissioning fund 1is conducted by Progress Investment Management,
Inc., an affiliate of FPC. (TR 318). In their legal briefs, both companies
state they are confident they are in compliance with NRC requirements, but
will be willing to seek independent investment managers for their funds if the
NRC deems their present arrangements unsuitable.

Staff contacted Mr. Frank Cardile of the NRC after the hearing. Mr.
Cardile is the primary author of the draft regulatory guide issued by the NRC
in May 1989. He said that the NRC is concerned with financial assurance that
funds will be available for decommissioning and that the NRC has not
specifically addressed the issue of investment management of trust funds
maintained by independent trustees. Mr. Cardile also said that the NRC will
review all of the reports due by July 27, 1990, and will contact those
companies which the NRC has concerns regarding reasonable financial
assurance. At that time the NRC will determine if FPL and FPC are fin
compliance with any implied NRC requirements pertaining to the management of
the investments of the decommissioning trust funds. As for now, it appears
that FPL and FPC are in compliance with the NRC requirements regarding

decommissioning trust funds.
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ISSUE 14: Do FPL and FPC comply with IRS requirements as they pertain to
control of the decommissioning funds?
RECOMMENDATION: Yes, FPL and FPC comply with Internal Revenue Service (IRS)
requirements as they pertain to control of the deconmissioning funds. (Salak).
POSITION OF PARTIES
FPL: Yes. For a qualified nuclear decommissioning fund, Treasury Regulation
Section 1.468A-5(a) requires that "a nuclear decommissioning fund must be
established and maintained at all times in the United States pursuant to an
arrangement that qualifies as a trust under State law. Such trust must be
established for the exclusive purpose of providing funds for decommissioning
of one or more nuclear power plants, but a single trust agreement may
establish multiple funds for such purpose." The Company established and
maintains its decommissioning funds in a trust with State Street Bank and
Trust Company as trustee of each trust. This arrangement complies with the
IRS requirements.

The Internal Revenue Code and Treasury Department Regulaticns do not
prescribe requirements for a non-qualified nuclear decommissioning fund.
FPC: In order for contributions to a nuclear decommissioning fund to qualify
for a current income tax deduction under IRS regulations (Section 1.468A-5),
the fund "must be established and maintained ... pursuant to an arrangement
that qualifies as a trust under State law." FPC's establishment of an
external decommissioning trust fund under the control of an independent
trustee complies with this requirement.
STAFF _ANALYSIS: The IRS has few requirements pertaining to the control of the

nuclear decommissioning funds. Specifically, the IRS Regulations for Internal
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Revenue Code Section 468A state, “a nuclear decommissioning fund must be
established and maintained at all times in the United States pursuant to an
arrangement that qualifies as a trust under State law. Such trusts must be
established for the exclusive purpose of providing funds for decommissioning
of one or more nuclear power plants, but a single trust agreement may
establish multiple funds for such purpose". (Exhibit 25).

FPL maintains its nuclear decommissioning funds in a trust with State
Street Bank and Trust Company. (TR 213). FPL has one trust agreement which
establishes a fund for each of its nuclear units. FPC maintains its nuclear
decommissioning funds with Southeast Bank, N.A. (TR 307). FPL witness Kuberek
and FPC witness McDonald each testified that their respective utility's trust
qualified under Florida law. (TR 241, 327). It appears that the requirements
mandated by the IRS Regulations for a fund qualified under Internal Revenue
Code Section 468A have been met. If the fund has not been qualified under
Internal Revenue Code 468A, the IRS does not have any requirements concerning

the control of the nuclear decommissioning funds.
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ISSUE 15: Do FPL and FPC comply with IRS requirements as they pertain to the
management of the investments of the decommissioning trust funds?
RECOMMENDATION: Yes, FPL and FPC comply with the IRS requirements as they
pertain to the management of the investments of the decommissioning trust
funds. (Salak).

POSITION OF PARTIES

EPL: Internal Revenue Code Section 468A and the Treasury regulations
applicable to Section 468A do not require external management of nuclear
decommissioning funds. They do require that the funds only be invested in
public securities of the United States, obligations of state and local
government or time and demand deposits in a Bank or insured Credit Union.

The management of the funds' assets is presently performed by Staff
within the Finance Department of Florida Power & Light Company. Investment
criteria established for the qualified fund is 1imited to those required under
the Internal Revenue Code.

The Internal Revenue Code and Treasury Department Regulations do not
prescribe requirements for a non-qualified nuclear decommissioning fund.

FPC: IRS regulations (Section 1.468A-5) require the assets of a qualified
decommissioning fund to be invested in (1) public debt securities of the
United States, (2) obligations of a State or local government not in default,
or (3) time or demand deposits in a bank or credit union. The investment
management of FPC's decommissioning trust fund complies with these

requirements.
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STAFF_ANALYSIS: The IRS Regulations are silent as to how funds qualified
under the Internal Revenue Code Section 468A are to be managed. (TR 213).
The Regulations 1imit the permissible {investments of a qualified nuclear
decommissioning trust fund. The investments are limited to public securities
of the United States, obligations of state and local government or time and
demand deposits in a bank or insured credit union. (Exhibit 6, p. 2). Both
FPL and fPC have 1imited the qualified fund investments to these options. It
appears that both companies are in compliance with the requirements of the IRS

Regulations.
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ISSUE 16: What are the fee structures associated with the administration and
management of the decommissioning trust funds for FPL and FPC and are these
appropriate?

RECOMMENDATION: The fee structures are detailed in the respective company
positions. Despite the differences between FPL's and FPC's arrangements for
the assessment of fees associated with the administration and management of
their respective decommissioning trust funds, it appears that both companies
have reasonable fee structures. (Maurey).

POSITION OF PARTIES

FPL: The fee structures for FPL are appropriate. Administration fees payable
to the trustee, State Street, are assessed on a sliding scale based on the

market value of the securities. The current fee structure is as follows:

First $5 million 1/5th of 1%
Next $10 million 1/10th of 1%
Next $15 million 1/20th of 1%
Next $20 million 1/30th of 1%
Over $50 million 1/50th of 1%

In addition, nominal transaction and accounting fees are charged.

The management of the Fund's assets is presently performed by Staff

within the Finance Department, therefore there is no fee structure associated
with management of the decommissioning trust fund.
FPC: FPC's fee structure for the administration and management of its
decommissioning trust fund is appropriate and consists of the following annual
fees: Trustee fees of 2/100 of 1% of the market value of the trust fund;
Investment manager fees of 29/100 of 1% of the market value of the trust fund,
reduced to 25/100 of 1% when the market value reaches $100 million; and
investment performance evaluation consulting fees of $1,438 for each of four
quarterly performance evaluations ($5,752 annually). 1In 1988, FPC's trustee
fees totaled $4,115 and its investment manager fees totaled $78,480.
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STAFF_ANALYSIS: The fee structures associated with the administration and
management of the decommissioning trust funds are specified in the respective
positions of FPL and FPC. MWhile all of the trusts were established for the
same purpose and have the same stated objective, the financial arrangements
for the trusts differ between the two companies.

Both companies use independent trustees to handle the administrative
duties for the respective trusts. FPC pays Southeast Bank of Miami, Florida a
flat fee of 2/100 of 1% of the market value of the trust fund. FPC paid
Southeast Bank $4,115 for trustee fees in 1988. (TR 318).

FPL pays State Street Bank and Trust Company of Boston, Massachusetts
a s1iding fee that ranges from 1/5 of 1% of the market value of the trust fund
for the first $5 million to 1/50 of 1% for everything over $50 million. FPL
paid State Street Bank and Trust Company $74,000 for trustee fees in 1988. (TR
170).

FPC employs an affiliate, Progress Investment Management, Inc., to
manage the investments in its trust fund. Progress Investment Management
receives 29/100 of 1% of the market value of the trust fund for the first $100
million and 25/100 of 1% for everything above $100 million. FPC paid Progress
Investment Management $78,480 for management fees in 1988. (TR 310). In
addition, FPC employs Callan Associates, Inc. as an independent investment
consultant to provide on-going quarterly evaluations of the trust fund
investment manager's performance. (TR 320). Callan was paid $5,750 for these
performance evaluations in 1988. (TR 321).

In his direct testimony, Mr. McDonald of FPC cited two surveys which
had been conducted on the topic of investment manager fees. Staff reviewed
the study published in the March 7, 1988 issue of Pensions and Investment Age

which reported the results of a survey of banks, {insurance companies, and
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independent investment advisors. The survey showed that the median annual fee
for a fixed income manager with a fund about the size of FPC's decommissioning
trust fund was 34/100 of 1% of the market value of the fund. Mr. McDonald
also stated that Callan Associates conducted a similar survey in November
1988. He claims the results of this study showed that the median fixed income
manager annual fee for a fund the size of FPC's decommissioning trust fund was
41/100 of 1% of the market value of the fund. (TR 310-311).

The investment manager duties are performed internally by the Finance
Department for the FPL trust fund. While there is no set fee structure for
this service, after the hearing Staff recefived information from the company
that estimated the cost of this service at approximately $37,198 for 1988.

In total, FPC incurred costs of $88,347 for the administration and
management of its trust fund in 1988. Its fund was valued at approximately
$27 million at the end of 1988. In total, FPL incurred costs of $111,763 for
the administration and management of its trust fund in 1988. Its fund was
valued at approximately $100 million at the end of 1988. HWhile it appears
that FPL paid significantly more than FPC for trustee services ($74,000 vs.
$4,115) and that FPC paid significantly more than FPL for management services
($84,230 vs. $37,198), neither company used fee structures that were
unreasonable. Both FPL's trustee fees and FPC's investment management fees
are within reasonable ranges for such services. A case can be made that FPC
has a very low trustee fee and FPL, by making the investment decisions
in-house, has a much lower than average investmcnt management fee. Therefore,
while it appears that FPL has a much less expensive arrangement as a
percentage of the total value of the fund, nefither company has financial

arrangements which are unreasonable.
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ISSUE 17: Are the parties owning an interest in the nuclear units of Florida
Power & Light and Florida Power Corporation providing their share of the total
decommissioning costs?

RECOMMENDATION: Yes, it appears that each company has made necessary
arrangements to ensure that the parties owning an interest in each of the
nuclear units are providing for their fair share of the total decommissioning
costs. (Lee).

POSITION OF PARTIES

FPL: The participation agreements are associated with St. Lucie Unit No. 2
and are between the Company and Florida Municipal Power Agency and Orlando
Utilities Commission, respectively. These agreements state that the
participants shall make funds “available for payment of decommissioning (and
disposal) costs on the same bases and with the priority as (those) provided by
the Company."

In September 1983, the Company notified each participant of their
required annual contribution to their decommissioning fund. To verify that
each participant 1s making the required contribution the Company requires
copies of each participant's audited financial statements. The notes to these
statements indicate that the participants have the required funds deposited in
separate restricted accounts.

FPC: Yes. The 10% co-owners of CR3 are contractually obligated to provide
their pro rata share of the plant's decommissioning costs.

STAFF ANALYSIS: FPL MWitness Kuberek and FPC HWitness McDonald presented
testimony regarding this issue. This issue is primarily informational for the

Commission to be assured that each company has made the necessary arrangements

-80-



DOCKET NO. 870098-EI
(8696F) AUGUST 17, 1989
to ensure that all parties owning an interest in the nuclear units are
providing their proportionate share of the associated decommissioning costs.
For FPL, St. Lucie Unit No. 2 is the only nuclear plant of which
other parties own a portion. Those parties are Florida Municipal Power Agency
(FMPA) and Orlando Utilities Commission (OUC). Participation agreements have
been established to ensure that each participant contributes their
proportionate share of the associated decommissioning costs. (Exhibit 5).
The agreements provide that each participant either contribute to the trust
fund already established for St Lucie Unit No. 2 or establish a separate fund
to collect its ownership percentage of decommissioning costs.
For FPC, contracts are in place for the 10% co-owners of CR3 to

provide their proportionate share of the plant's decommissioning costs.
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ISSUE 18: What 1s an appropriate investment strategy for a nuclear
decommissioning trust fund?

RECOMMENDATION: An appropriate investment strategy for a nuclear
decommissioning trust fund should ensure that each dollar contributed to the
fund is available at the time of decommissioning and that the fund's assets
earn a consistent positive real return over a market cycle. (Maurey).
POSITION OF PARTIES

FPL: Our investment strategy is an appropriate one in that it meets the
primary objective of the fund which is to provide the capital necessary for
the decommissioning of the Company's nuclear power plants at the end of their
respective licensing periods. To accomplish this, the strategy is to maximize
the earnings growth of the portfolio while maintaining a high degree of safety
so as to minimize future customer contributions. Since establishing the fund
in 1983, the Company has pursued a strategy of using tax-advantaged fixed
income instruments, namely, municipal bonds and preferred stock.

FPC: An appropriate investment strategy for a decommissioning trust fund is
one which attempts to maintain the purchasing power of contributed funds
without undue risk. This strategy will ensure that the funds required at the
time of decommissioning are available. FPC's current strategy is consistent
with the investment guidelines for a qualified trust fund under Section 468A
of the Internal Revenue Code.

STAFF _ANALYSIS: The primary objective of a decommissioning trust fund is to
have enough money on hand at the time of decommissioning to meet all required
expenses at the lowest possible cost for utility rate payers. (Exhibit 25).

Given all of the fundamental uncertainties 1involved, however, no set of

-82-



DOCKET NO. 870098-EI
(8696F) AUGUST 17, 1989

investment policies will meet this goal with certainty. Therefore, investment
managers must decide upon an investment strategy which ensures that not only
will all contributions be available at the time termination of operation is
expected but that the purchasing power of these contributions will remain
intact as well.

The 1investment manager has three primary decisions to make in
structuring the decommissioning trust fund. They have to decide:

1) what type of securities to purchase: U.S. Treasuries,

municipals, time deposits, etc;

2) the maturity composition of the portfolio; and

3) the credit quality of the portfolio.

Given the tax treatment of the qualified funds and the after-tax
yield advantage of municipals, most trust assets will be invested in the
municipal bond market. From time to time, however, when tax-exempt yields
fall to unusually low levels relative to yields on taxable securities, U.S.
Treasury securities might be preferable. (TR 130-132).

Investment decisions with respect to credit quality will probably
change over the 1ife of the trust. In the early stages, the size of the
portfolio will be small. This might not allow for much diversification of
credit risk. Also, any loss of principal during the early years would be very
costly in terms of foregone interest income over the 1ife of the trust. For
both these reasons, most fund managers will choose very high credit quality
investments, those rated with a strong A-rating or better, during the early
years. Later, when a greater diversification of credit risk is feasible, a

lower average credit quality might be acceptable. (TR 167).

83~



DOCKET NO. 870098-El
(8696F) AUGUST 17, 1989

The choice of investment maturities always involves a fundamental
trade-off. Longer term investments are attractive because, in most market
environments, the yield 1s greater than the return offered on short-term
securities. However, buying a long-term bond locks the investor into the
yield that 1s currently available in the market. If interest rates
subsequently rise substantially, the investor who purchased long-term bonds
will be worse off than the investor who accepted a lower short-term yield
initially. When the short-term 1{nvestments mature, principal can be
reinvested at the new, higher rates. This fundamental trade-off affects all
investors, but the difference between short- and long-term investments becomes
particularly crucial for those, such as decommissioning trust funds, which
must fund long-term inflation-sensitive 1iabilities. Increases in inflation
increase the ultimate (nominal) cost of decommissioning a nuclear unit. Also,
higher inflation is usually associated with higher interest rates, although
the relationship 1s not perfect. Thus, investors who purchase long-term
investments during periods when interest rates are low to moderate will be at
a severe disadvantage if interest rates later increase significantly because
the amount of money required will have increased but the yield on investments
is fixed. Based on this analysis, a portfolio comprised of investments with
maturities ranging from 6 months to 7 years would be appropriate.

This discussion has focused primarily on the investment strategy for
monies in a qualified nuclear decommissioning trust. However, the same
principles should also be applied to the investment decisions for the
non-qualified portion of the trust. While this portion is not constrained by

the same investment restrictions as the qualified portion, the utility will
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still be held liable for any shortfall that occurs due to losses on
investments for either type of fund. In the case of funding for
decommissioning, the risk of inadequate financial resources at the time of
deconmissfioning outweighs the return that might be available on
less-conservative, non-qualified {investments. Therefore, due to this
risk/return tradeoff, it would be reasonable for the companies to follow
similar investment strategies for both the qualified and non-qualified
portions of the trust funds. (TR 146, 186).

The fundamental objective of a decommissioning trust fund is to
ensure the availability of adequate financial resources to pay for
decommissioning at the lowest cost to utility rate payers. The management of
the fund, therefore, must be concerned with not only the preservation of
contributions, but with the purchasing power of those contributions as well.
Therefore, the appropriate investment strategy for a nuclear decommissioning
trust fund should ensure that each dollar contributed to the fund is available
at the time of decommissioning and that the fund's assets earn a consistent

positive real return over a market cycle.
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ISSUE 19: Should a minimum fund earnings rate be imposed and, if so, how
should that rate be determined?

RECOMMENDATION: The companies should be required to ensure that the funds
maintain the purchasing power of the contributions by earning at least the
rate of inflation as measured by the Consumer Price Index (CPI) over each five
year review period. This should be the minimum fund earnings rate imposed by
the Commission. (Maurey).

POSITION OF PARTIES

FPL: No, the Commission should not establish a minimum earnings rate for the
actual earnings performance of the funds. Our investment strategy of
maximizing the earnings growth of the portfolio while maintaining a high
degree of safety is compatible with the goal of providing the capital needed
for the decommissioning of the Company's nuclear plants. High volatility in
interest rates makes it unrealistic to assume that a minimum earnings rate can
be consistently achieved for the overall fund on a total return basis. For
computational purposes, however, it is reasonable to use the inflation rate as
a proxy for the long-term expected earnings rate as demonstrated in our
analysis of historical returns for Municipal instruments.

FPC: The Commission should not impose a mandatory minimum fund earnings
rate. As an overall objective, FPC believes it would be reasonable to expect
that fund earnings will equal or exceed the CPI, as the Commission recognized
when it adopted the current funding procedure in Order No. 10987, Docket No.
810100-EUCCI). This would enable the value of the fund to increase with the
rate of inflation, and thereby maintain its wultimate purchasing power.

However, even 1if this objective is met over the long run, there will
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undoubtedly be some periods when, due to sharp increases in inflation or
decreases 1in interest rates, fund earnings fall short of the CPI. In
instances such as these, it would be inequitable to hold utilities accountable
for the effects of economic conditions over which they have no control. This
is especially true with the particular funds involved here, since the
utilities do not have the prerogative to guard against the risk of a penalty
by investing in high-yield, high-risk securities. The overriding importance
of protecting the funds' integrity requires investment in low-risk securities,
which necessarily provide lower relative yields.

In the event the Commission decides that a minimum earnings rate
should be established, the method by which it 1is applied should be
sufficiently flexible to accommodate the effects of circumstances and events
beyond the utilities' control. In such event, FPC would suggest that a
minimum earnings rate be set for each five-year review period equal to the
rate of inflation, as measured by the CPI, and that the utilities be given an
opportunity at the review hearings to justify any earnings deficiency their
funds may have experienced over the preceding five-year period.

STAFF ANALYSIS: The objective of a decommissioning trust fund is to have
enough money on hand at the time of decommissioning to meet all required
expenses at the lowest cost to utility rate payers. (Exhibit 25). Given all
of the fundamental uncertainties involved, this can best be accomplished
through the investment strategy described in Issue 18. However, while such an
investment strategy may produce adequate financial assurance that sufficient
funds will be available for decommissioning, it cannot estimate with any

accuracy what the fund earnings rate would or should be.
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Both companies have raised logical arguments against the use of a
minimum fund earnings rate. However, both companies have also conceded that
it would be reasonable to charge them with the responsibility for maintaining
the purchasing power of the contributions collected. (TR 138, 324).

Rather than attempting to set a prospective minimum fund earnings
rate which may or may not be reasonable under future economic conditions, the
Commission should dictate that the companies set aside funds sufficient to
meet the Commission's best estimate of the decommissioning 1iability and
require the companies to maintain the purchasing power as well as the
principal amount of these contributions. The companies' investment
performance will be evaluated along with all other decommissioning activities
every five years. If it is found that the companies' investment earnings, net
of taxes and all other administrative costs charged to the trust fund, did not
meet or exceed the CPI average for the period, then it would be reasonable for
the Commission to order the utility to cover this shortfall with additional
monies to keep the trust fund whole with respect to inflation. Therefore, a
minimum fund earnings rate equivalent to the level of inflation over each five

year review period would be appropriate.
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*ISSUE _20: MWhat is the assumed appropriate fund earnings rate, net of tax,
for a nuclear decommissioning trust fund?

RECOMMENDATION: The appropriate fund earnings rate, net of tax, for a nuclear
decommissioning trust fund should be equal to or greater than the rate of
inflation as measured by the Consumer Price Index (CPI). DRI forecasts a
long-term average CPI over the next 25 years of 5.27%. Therefore, the
appropriate fund earnings rate, net of taxes and all other administrative
costs charged to the trust fund, should be 5.27%. (Maurey).
POSITION OF PARTIES

FPL: Because of the inability to determine with complete certainty the future
level of inflation or investment premiums, an appropriate fund earnings rate
cannot be determined. Since inflation will play such an important role in
determining the future obligation of a decommissioning fund, the Company hopes
to achieve a return on the fund greater than the rate of inflation. The
Company's most recent analysis indicates that based on long-term historical
relationships it is reasonable to expect an average fund earnings rate (net of
tax) of 5.5% or .21% over forecasted CPI. Since the assumed earnings rate is
tied to the Company's forecast of the CPI, this rate will be subject to change
from time to time.

EPC: The 1long-term expected earnings rate, net of taxes, for FPC's
decommissioning trust fund should be equal to or greater than the rate of
inflation, measured by the CPI.

STAFF ANALYSIS: Given that inflation will play such an important role in
determining the future 1iability of a decommissioning trust fund, it is

reasonable to charge the companies with the responsibility for ensuring that
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the contributions made to the fund earn at least the rate of inflation. (TR
311). This will ensure that the fund does not lose any of the purchasing
power of the dollars contributed. As explained in Issue 19, it would not be
reasonable to set a prospective

nd earnings rate above the rate of inflation that may or may not be
reasonable under future economic conditions. (TR 168). Rather, it would be
reasonable to collect the monies the Commission estimates will be necessary to
adequately fund the decommissioning 1iability and require the companies to
invest those monies in such a way that the purchasing power as well as the
actual contributions remain intact. DRI forecasts a long-term average CPI
over the next 25 years of 5.27%. Therefore, the appropriate fund earnings
rate, net of taxes and all other administrative costs charged to the trust

fund, should be 5.27%. (TR 324).
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*ISSUE 21: How often should contributions be made to the company's
decommissioning fund?

RECOMMENDATION: Contributions should be made to the decommissioning funds on
a monthly basis. (Salak).

POSITION OF PARTIES

FPL: In that the costs are recovered by the Company on a monthly basis,
monthly contributions to the fund are considered to be most appropriate.
FPC: Since decommissioning costs are recovered through rates on a monthly
basis, contributions to the fund should be made monthly.

STAFF ANALYSIS: A1l parties agree that contributions should be made to the
nuclear decommissioning trust funds on a monthly basis. FPL witness Hoffman
states that the customers are billed monthly and the costs are recovered
monthly. Therefore, it is most appropriate to make the contributions on a
monthly basis. (TR 136). FPC witness McDonald further argues that it would
be difficult to properly account for contributions made more frequently than
once a month and that the new funds would not be provided "with the full
benefits of investment management." (TR 312). Contributing on a monthly
basis is the current practice approved by the Commission. Staff recommends

that the contributions continue to be made on a monthly basis.
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ISSUE 22: What are the tax and revenue requirements implications of having a
qualified fund versus a non-qualified fund?

RECOMMENDATION: If income tax rates remain constant and inflation rates and
earnings on investments are assumed to be the same for both funding methods,
the revenue requirements would be the same for both funding methods.
(Salak).

POSITION OF PARTIES

FPL: Tax Implications - The qualified fund allows the Company to take a
current tax deduction for contributions to a qualified nuclear decommissioning
fund. Contributions to a non-qualified decommissioning fund are not
deductible currently. The tax deduction 4{s deferred wuntil the year
decommissioning costs are incurred. Therefore, Federal and State income taxes
are paid currently on revenues collected for decommissioning and recorded as
prepaid taxes.

The non-exempt earnings of both the qualified and non-qualified
nuclear decommissioning funds are currently taxable.

Revenue Implications - The revenue requirements for a qualified or a
non-qualified fund are the same assuming the inflation rate, tax rate and
earnings rates are the same for both funding methods.

EPC: Assuming that tax rates remain constant, the overall revenue
requirements of a qualified and non-qualified fund would be approximately the
same. However, a qualified fund will minimize any inter-generational
differences in revenue requirements which could occur under a non-qualified
fund due to either changes in the tax rate, or the inability to fully utilize

tax deductions because of insufficient earnings at the time decommissioning
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costs are incurred. On the other hand, a non-qualified fund provides the
option to invest in higher risk securities, with the opportunity to earn
higher rates of return. This option may also become available to qualified
funds if pending legislation to remove "black lung" investment restrictions is
enacted.

AF A : The main difference between a qualified and non-qualified
fund is the timing of the tax deduction. If a fund s qualified, the
contributions to the fund are currently deductible. If the fund is not
qualified, the deduction is allowed when decommissioning actually occurs. The
revenue that is collected from the ratepayers for the cost of nuclear
decommissioning 1is considered revenue for tax purposes in the year it is
received whether the fund is qualified or non-qualified.

To “"qualify" a nuclear decommissioning fund, an annual election must
be made under the Internal Revenue Code Section 468A. Once the election is
made for a given year, a current tax deduction is allowed for the amount
contributed to the qualified fund. The contributions to the qualified fund
are limited to the lesser of the amount included in cost of service for
regulatory purposes or the “ruling amount" established by the IRS.
Distributions from the fund are taxable to the wutility unless the
distributions are to cover expenses of the fund.

If an election 1is not made under the Internal Revenue Code
Section 468A, a tax deduction for nuclear decommissioning is allowed in the
years in which decommissioning actually occurs. As a result, income taxes are
paid currently on the revenues collected for decommissioning and the tax

benefits of the corresponding deduction is not recognized currently. Debit

-93-



DOCKET NO. 870098-EI
(8696F) AUGUST 17, 1989

deferred income taxes are recorded representing the prepayment of taxes.

As shown in Exhibit 25, the revenue requirements of a qualified or
non-qualified fund are the same if the inflation and earnings rates are
assumed to be the same and it is assumed that the tax rate remains constant.
It is probable that the inflation rates will be the same for both, but it is
possible that the earnings rate could vary between a qualified and a
non-qualified fund. The investments of a qualified fund are limited to low
risk investments while a non-qualified fund has no investment limitations.
Historically, the achieved earnings from a qualified versus a non-qualified
fund have not varied significantly. However, it is conceivable that the
earnings could vary significantly in the future.

If there was a change in the tax law, revenue requirements might
change. The changed law could be more or less restrictive in regard to
nuclear decommissioning. Changes in the law that ease investment strategy
limitations could allow the utilities to earn larger returns on their funds.
Greater earnings capacity would be reflected in lower revenue requirements.
Changes in the law that affect tax rates applicable to the fund and its
earnings could significantly increase or decrease revenue requirements.
Changes 1in the tax 1law might affect the current deductibility of
decommissioning expenses. In that way, revenue requirements might be affected
if, at the time of decommissioning, the utility was not able to use the tax
deductions. Absent these types of changes, the revenue requirements from

either a qualified or non-qualified fund would be very nearly equal.
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ISSUE 23: MWas it appropriate for Florida Power & Light and Florida Power
Corporation to qualify the nuclear decommissioning funds under Section 468A of
the Internal Revenue Code for 1984 through 1987?
RECOMMENDATION: Yes, it was appropriate for FPL and FPC to qualify their
decommissioning funds under Internal Revenue Code Section 468A for tax years
1984 through 1987. (Salak).
POSITION OF PARTIES
FPL: Yes. After considering the reduction in the corporate federal income
tax rate from 46% to 34%, effective July 1, 1987, the Company believed the
advantages of the qualified fund outweighed the disadvantages for those
years. The annual revenue requirements requested under the petition as filed
would have been higher had the Company not made these elections.
FPC: Yes. By qualifying its decommissioning fund under Section 468A, FPC was
able to claim an income tax refund of $10.2 million for the benefit of the
fund.
STAFF_ANALYSIS: FPL and FPC qualified their nuclear decommissioning funds for
1984 through 1987. For a discussion of qualified versus non-qualified funds,
see the staff discussion in Issues 22 and 25.

In 1986 Temporary Regulations were issued for Internal Revenue Code
Section 468A. Under the Temporary Regulations, nuclear decommissioning trust
funds could be qualified for 1984 through 1986. In those years, the corporate
income tax rate was 46%. MWhen the Tax Reform Act of 1986 was passed, the
corporate income tax rate was reduced to 34% effective July 1, 1987. In order
to receive the benefit of a tax deduction in years when the tax rate was high,

both FPL and FPC elected to qualify their decommissioning funds for 1984
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through 1986. The bulk of the investments that had been made by the utilities
were compatible with the restrictions placed on the investments of a qualified
fund. Therefore, the earnings potential of the funds was not unduly affected.

The time within which the utilities could qualify their funds was
limited. In order to take advantage of the benefits the utilities perceived
to exist under a qualified fund, they had to act. Due to their quick action,
the IRS time 1imitations were met.

The blended corporate income tax rate for calendar year 1987 was
39.95%. Again, FPL and FPC elected to qualify their funds to take advantage
of the tax deductions at a higher tax rate.

Because the rates were higher in those years and based on the
discussion in Issue 25, staff believes that it was appropriate for FPL and FPC
to qualify their funds for 1984 through 1987.
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ISSUE 24: Mas it appropriate for Florida Power & Light to not qualify the
nuclear decommissioning funds under Section 468A of the Internal Revenue Code
for 19887

RECOMMENDATION: Staff believes that the nuclear decommissioning trust funds
should be qualified in all years when that option is available. However,
there is no evidence in the record to {indicate that FPL's decision was
inappropriate for 1988. (Salak).

POSITION OF PARTIES
FPL: Yes, Florida Power & Light Company believes that it is in the customers'

best interest not to qualify the nuclear decommissioning funds when the
federal income tax rate is extremely low as in 1988. If the federal income
tax rate is higher in the year of decommissioning the customer will benefit by
the reduced revenue requirements associated with the tax rate differential.
Also, the customer may benefit from greater fund earnings since the
investments in the non-qualified fund are not restricted as in the qualified
funds.

EPC: No position.

STAFF_ANALYSIS: FPC qualified their fund for 1988 in order to protect its
principle and to avoid inter-generational inequities created by potential
future changes in the tax rate. (TR 325).

FPL did not qualify its fund for 1988. FPL believes that in years
when the tax rate is low, the ratepayers are benefited more by the
non-qualified funds.

Because the tax rate for 1988 was lower than it had been in recent

years and based on the staff analysis in Issue 25, Staff recommends that no
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adjustment be made.

There is no evidence to suggest that FPL's tax treatment is
inappropriate. There is only evidence that suggests its tax treatment is not
conservative. FPL's ratepayers could be affected by the elected tax
treatment. Given a 34% tax rate for 1988, it is not 1ikely that the

ratepayers would suffer but it is a possibility.
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ISSUE 25: Should utility companies, prospectively, be required to qualify
nuclear decommissioning trust funds pursuant to Section 468A of the Internal
Revenue Code?

RECOMMENDATION: No, however, their decisions concerning their tax elections
in regard to nuclear decommissioning should be closely examined in future
proceedings. Qualifying the funds is the most conservative way to guarantee
that the necessary funds will be available at the time of decommissioning.
(Salak).

POSITION OF PARTIES

FPL: No. The Company must be able to determine whether to make contributions
to either the qualified or non-qualified nuclear decommissioning fund based on
current facts and circumstances applicable to the Company. If the Commission
were to require the Company to elect and make contributions to the qualified
funds, 1t would take away the Company's ability to adapt to changes in
circumstances that might produce 1lower revenue requirements for our
customers.

FPC: FPC believes 1ts decision to elect qualified fund status under Section
468A for tax year 1988 s justified by the benefits associated with such
qualification, an currently anticipates renewing its election for tax year
1989. However, FPC also believes that the decision to elect qualification for
each individual tax year in the future should remain with the utility, based
on its assessment of conditions then existing and subject to the burden of
justifying the reasonableness of its decisfion.

STAFF_ANALYSIS: The major consideration of any decommissioning study is the

assurance that the necessary funds will be available when they are required.
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Another consideration is the allocation of the costs associated with that
assurance between the customers of the utility.

Both FPL and FPC have pointed out that benefits and problems exist
with either method of funding. A non-qualified fund does not allow for a
current tax deduction but places no limitations on the investments that can be
made by the fund. The utility receives a current tax deduction for
contributions to a qualified fund but the fund is limited in its investment
opportunities.

An item that can have a major impact on whether qualifying or not
qualifying the fund is beneficial to the ratepayers is the corporate income
tax rate. It is desirable to have tax deductions in the years when the tax
rate is high. If a fund is qualified, the tax deduction is taken in the
current year and a change in tax rates will not affect the funds available for
decommissioning. If a fund is not qualified, the tax rate can have a profound
impact. If a high rate exists in the year of decommissioning, the ratepayers
will benefit with more funds being available for decommissioning. The reverse
is true if the tax rate goes down. There is a certain risk associated with
the non-qualified fund. The qualified fund 1s the most conservative approach
and would ensure that adequate funds would be available at the time of
decommissioning. Mr. McDonald expressed this in his testimony:

We felt 1ike that the prospective advantages of a qualified fund,

which include the protection of the principal due to the low-risk

investments under 468A of the Code, and what the safeguarding of the
inter-generational equity by avoiding the potential of either current
or future customers paying a disproportionate share of the total
decommissioning costs, depending upon whether or not the tax rate

were higher or lower at the time of decommissioning, it was more
appropriate to qualify the fund. (TR 325).
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The existence of problems with either method has led Staff to the
conclusion that the most conservative approach to assurance is use of a
qualified fund when that option is available. However, this Commission does
not mandate what a utility files on its tax return leaving it to the utility
management as its prerogative. Staff does not believe that the Commission
should now begin to mandate the tax treatment of the utilities. However, in
future proceedings, the prudency of the utilities' decisions should be
carefully scrutinized. The utilities should be able to justify their chosen
tax treatment by explaining the benefits the ratepayers have received and will

receive from that treatment.
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*ISSUE 26: MWhat is the appropriate annual accrual in equal dollar amounts
necessary to recover future decommissioning costs over the remaining life of
each nuclear power plant for Florida Power Corporation and Florida Power &
Light?

RECOMMENDATION:

recover future decommissioning costs over the remaining 1ife of each nuclear

The appropriate jurisdictional annual accruals necessary to

power plant are as follows:

Recommended
FPL: Annual Accrual
Turkey Point Unit 3 $10,439,196
Turkey Point Unit 4 13,590,449
St. Lucie Unit 1 10,910,879
St. Lucie Unit 2 8,824.810
Total $43.765.334
EPC:
Crystal River Unit 3 $.8.599.412
(Hoppe/Maurey).
POSITION OF PARTIES
EPL:
Jurisdictional Annual Revenue
Unit Annual Accrual
Turkey Point Unit No. 3 $ 8,611,724 $ 8,777,675
Turkey Point Unit No. 4 11,424,866 11,645,027
St. Lucie Unit No. 1 8,325,464 8,485,898
St. Lucie Unit No. 2 7,113,878 7,250,965
Totals $35,475,932 $36,159,562

The revenue requirements exceed the aniual accrual due to the need to
provide for Regulatory Assessment Fees, Gross Receipts Tax and Uncollectable

Accounts.
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FPC: By Order No. 18627 in Docket No. 870220-EI, the Commission increased the
retall portion of FPC's levelized annual decommissioning accrual to
$9,251,000. This accrual was derived from FPC's Decommissioning Study
initially filed in this docket and remains the appropriate accrual based on
recent updates to the Study.

STAFF_ANALYSIS: The annual decommissioning accrual amount is based on staff

positions in 1issues previously discussed. Once the dollar costs of
decommissioning are determined (Issue 6), they are escalated into future
dollars (Issue 7, and 8). This 1issue (26) then resembles an annuity
equation. The question becomes, how many dollars need to be collected from
ratepayers in equal payments, on a monthly basis (Issue 21), earning at a
given rate (Issue 20), to equal decommissioning costs in future dollars (Issue
8), at a future date (Issue 11).

The differences in the parties' and staff's positions on these issues
has been detailed in staff analysis by issue. The following table "Summary of
Factors Used in Determining the Annual Accrual for Nuclear Decommissioning”
page 105, highlights the parties' and staff's position and the resulting
annual accrual.

Based on Staff's position in previous issues, the recommended annual

accruals associated with nuclear decommissioning for each nuclear power plant
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are:
Recommended
EPL: Annual Accrual
Turkey Point Unit 3 $10,439,196
Turkey Point Unit 4 13,590,449
St. Lucie Unit 1 10,910,879
St. Lucie Unit 2 _8,824.810
Total $43,765.334
EPC:
Crystal River Unit 3 $.8.599.412
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21

26

DESCRIPTION

THE COST OF DECOMMISSIONING
IN JANUARY 1, 1989 DOLLARS

THE APPROPRIATE ESCALATION RATE

THE FUTURE COST OF DECOMMISSIONING

DATE NUCLEAR UNIT WILL BE REMOVED
FROM RATE BASE (LICENSE EXPIRATION)

THE FUND EARNINGS RATE
FREQUENCY OF FUND CONTRIBUTIONS

THE APPROPRIATE ANNUAL ACCRUAL
(JURISDICTIONAL)

SUMMARY OF FACTORS USED IN
DETERMINING THE ANNUAL ACCRUAL
FOR NUCLEAR DECOMMISSIONING
DOCKET MO. 870098-El
ISSUE NO. 26

POSITIONS FOR FPL

TURKEY POINT NO.3
TURKEY POINT NO.4
ST. LUCIE NO.1
ST. LUCIE NO.2

TURKEY POINT NO.3
TURKEY POINT NO.4
ST. LUCIE NO.1
ST. LUCIE NO.2

TURKEY POINT NO.3
TURKEY POINT NO.4
ST. LUCIE NO.1
ST. LUCIE NO.2

TURKEY POINT NO.3
TURKEY POINT NO.4
ST. LUCIE NO.1
ST. LUCIE NO.2

TURKEY POINT NO.3
TURKEY POINT NO.4
ST. LUCIE NO.S
ST. LUCIE NO.2

TOTAL

FPL STAFF
$162,771,355 $162,072,000
$191,133,750 $190,494,000
$206,262,473 $205, 249,321
$203,421,665 $202,975,000

5.0% 5.8%
4.9% 5.82
5.0% 6.02x
5.0% 5.91%
$ 462,822,891 $ 542,426,010
$ 557,567,350 $ 673,190,276
$1,156,040,449  $1,622,545,122
$1,272,855,821 $1,757,460,731
APRIL 27, 2007 APRIL 27, 2007
APRIL 27, 2007 APRIL 27, 2007
MARCH 1, 2016  MARCH 1, 2016
APRIL 6, 2023  APRIL 6, 2023
5.5% 5.2
MONTHLY MONTHLY
$ 8,611,724 $10,439,196
$11,424,866 $13,590,449
$ 8,325,464 $10,910,879
$ 7,113,878 $ 8,824,810
$35,475,932 $43,765,334

CR3

CR3

CR3

cr3

TOTAL

POSITONS FOR FPC

FPC STAFF
$195,133,000 $189,123,000
6.66% 6.08%

$1,471,378,780  $1,201,528,228

DECEMBER 3, 2016 DECEMBER 3, 2016

> OR = CPI 5.27%
MONTHLY MONTHLY
$9,251,000 $8,599,412
9,251,000 8,599,412

(49698)
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*ISSUE 27: In which years are decommissioning costs projected to be included
in the company's cost of service, and what are the projected amounts that will
be included each year?

RECOMMENDATION: Decommissioning expenses or accrual amounts will be included
in each company's cost of providing service each year until each unit's
operating license expiration date. The accrual amount will be that which the
Commission approves as being appropriate in Issue 26. This amount will be
subject to subsequent review at least once every five years and should be
reflected in expenses for surveillance and tax savings reporting purposes.
(Lee).

POSITION OF PARTIES

FPL: Decommissioning accrual amounts will be included in the Company's cost
of service each year until each unit's license expiration date. The accrual

amounts Florida Power & Light Company is requesting are as follows:

Total Company
Turkey Point Unit No. 3 $ 8,766,809 $ 8,611,724
Turkey Point Unit No. 4 11,630,612 11,424,866
St. Lucie Unit No. 1 8,475,393 8,325,464
St. Lucie Unit No. 2 7,241,989 7,113,878

FPC: Decommissioning accrual amounts, as periodically reviewed and approved
by the Commission, will be included in FPC's cost of service each year until
the expiration date of CR3's operating license. The jurisdictional amount
that should be 1included each year until the Commission's next review is

$9,251,000.
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STAFF _ ANALYSIS: There is no disagreement among the parties that
decommissioning accrual amounts will be included in each company's cost of
service each year until each unit's license expiration date. FPL HWitness
Kuberek and FPC MWitness Czura both testified to this. (TR 199, 200, 289).
Those accrual amounts should be those that the Commission approves as

appropriate in Issue 26.
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ISSUE 28: HWhat should be the effective date for adjusting the annual accrual
amount?
RECOMMENDATION: The effective date for adjusting the annual accrual amounts
for FPL should be January 1, 1989. The effective date for adjusting the
annual accrual amount approved for FPC in Order No. 18627 in Docket No.
870220-EI should be made effective January 1, 1990. (Hoppe).
POSITION OF PARTIES
FPL: Effective date for adjusting the annual accrual amount should be January
1, 1989.
FPC: FPC's annual accrual was adjusted effective January 1, 1989 by Order No.
18627 in Docket No. 870220-EI. Any adjustment to that annual accrual should
be made effective January 1, 1990.
STAFF ANALYSIS: FPL requested that the effective date for adjusting their
annual accrual be retroactive to January 1, 1989. In adjusting their accrual
retroactively to January 1, 1989, and funding it accordingly, the Company will
have booked decommissioning expenses of $43,765,334 for calendar year 1989.
By booking the expenses for the entire year, they may potentially keep open
their option of qualifying (for IRS purposes) the maximum amount of the annual
accrual for 1989. 1In addition, the reserve will have been funded at a higher
level for 1989.

FPC had its annual accrual adjusted effective January 1, 1989, by
Order No. 18627 in Docket No. 870220-EI. Staff believes that any adjustment
to this previously stipulated annual accrual amount should be effective

January 1, 1990, so as to not affect the stipulation between parties for 1989.
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Therefore, staff recommends any adjustments to FPL's annual
decommissioning accrual be effective January 1, 1989, and any adjustment to

FPC's annual decommissioning accrual be effective January 1, 1990.
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ISSUE 29: MWhat are the jurisdictional revenue requirements needed to recover
the costs associated with the decommissioning of each nuclear unit?
RECOMMENDATION: The Jjurisdictional revenue requirements needed to recover the

decommissioning costs of each nuclear unit are as follows:

Previous g Total Recommended
Increase/Decrease

EPL:
Turkey Point Unit 3 $ 5,459,105 $ 5,152,547 $10,611,652
Turkey Point Unit 4 3,989,885 9,825,078 13,814,963
St. Lucie Unit 1 4,978,857 6,112,270 11,091,127
St. Lucie Unit 2 4,756,925 4,213,671

Total $19.184.772 $25.303.566 $44.488.338
FPC:
Crystal River Unit 3 $.9.400,000 $_(658.526) $.8.741.474
(Hoppe/Maurey) .
POSITION OF PARTIES

FPL: The jurisdictional revenue requirements were based on FPL's estimates of
1988 decommissioning costs using the methodologies referenced in ISSUE 4. The
decommissioning costs are assumed to be collected equally over the remaining
operating life of each unit, beginning January 1, 1989. The jurisdictional

revenue requirements for each of the units are:

Previously Increase Total

Authorized Based on Annual

By the Current Revenue

Commission Studies Requirements
Turkey Point Unit No. 3 $ 5,459,109 $ 3,318,570 $ 8,777,675
Turkey Point Unit No. 4 3,989,885 7,655,142 11,645,027
St. Lucie Unit No. 1 4,978,857 3,507,041 8,485,898
St. Lucie Unit No. 2 4,756,925 2,494,040 7,250,965
Totals $19,184,772 $£16,974,793 $36,159,568
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FPC: No additional jurisdictional annual revenue requirements are needed to
recover the costs associated with the decommissioning of CR3. The additional
revenue requirements approved by the Commission in Order No. 20632, Docket
No. 870220-EI, are as follows:

Amount Additional Amount Total Approved

Previously Approved Effective Amount as of
January 1, 1989

$5,031,000 $4,369,000 $9,400,000

STAFF_ANALYSIS: The total annual revenue requirements are based on the annual
decommissioning accruals recommended in Issue 26, expanded for Revenue Taxes

(1.5%) and Regulatory Assessment Fee (.125%). The resulting expansion factor
is 1.01652. This is consistent with the revenue expansion factor used in
Docket No. B90001-EI, Fuel and Purchased Power Cost Recovery Clauses. Based
on this, the total annual recommended revenue requirement associated with
nuclear decommissioning expenses for FPL 1is $44,488,338 and for FPC is
$8,741,474. This is detailed by plant in the above recommendation section.
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ISSUE 30: Should base rates be revised in this docket to reflect any change
in revenue requirements?

RECOMMENDATION: No, base rates should not be revised in this docket to
reflect any change in revenue requirements. (Hoppe).

POSITION OF PARTIES

FPL: Florida Power & Light Company is not requesting that its base rates be
adjusted at this time; however, the increased costs of nuclear decommissioning
should be authorized to be included 1in cost of service effective
January 1, 1989.

FPC: FPC's rates have already been revised in Docket No. 870220-EI to reflect
the revenue requirements associated with the annual accrual derived from its
initial and updated Decommissioning Study. Accordingly, FPC has not requested
that its rates be revised in this proceeding.

STAFF_ANALYSIS: The Commission in Docket No. 810100-EU chose to address
nuclear decommissioning costs apart from depreciation represcription because
of the financial, environmental, and safety concerns attached to nuclear
decommissioning. The need for this concern was supported by subsequent action
of the NRC, IRS and FERC in establishing various nuclear decomnissioning
requirements.

In addition, the Commission chose to affect rates as soon as
possible, because no funding mechanism was in place at that time. HWith both
companies simultaneously in for rate proceedings, a decommissioning factor was
developed for the fuel proceeding and then rolled into base rates at the
conclusion of each company's rate case. However, decommissioning expenses are

removal costs and, from an accounting perspective, are considered to be a
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component of a depreciation rate. The Commission has historically handled the
rate effects of a depreciation represcription in rate case proceedings.

FPL will have a staff recommended increase in its annual revenue
requirement associated with decommissioning of $25,303,566 (see Recommendation
in Issue 29) for 1989. This is due to Staff's recommendation to book the
accrual retroactively to January 1, 1989, in effect including the total
recommended amount of the accrual in their cost of service for the calendar
year by allowing the total expense for tax savings purposes. When asked about
the concerns of the companies' ability to fund this amount for all of 1989 and
on a going forward basis without affecting rates, Witness Kuberek stated: "We
would fund it and agree that if it caused us to not have adequate funds, we
would come back in and address it" (TR 248). Therefore, staff believes no
base rate adjustment is necessary for FPL.

FPC will have a $658,526 decrease in revenue requirements due to the
previously stipulated amount of $9,400,000 (Docket 870220-EI), being higher
than the amount of $8,741,474 recommended by staff in this docket. Staff
believes that the continuing surveillance report requirements of the FPSC will
presage any overearnings by the Company and therefore staff believes that no
adjustment to base rates is necessary for FPC.

In addition, both companies will be required to comply with Section
366.06(3), F.S., which will require both companies to come in for Commission
review of base rates within the next 18 months. The Commission has already
opened Docket No. 890922-EI, Minimum Filing Requirements of Florida Power and
Light Company in compliance with Section 366.06(3), F.S.
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In conclusion, based on: (1) the nature of decommissioning expense as
a component of depreciation; (2) FPL's assurance that they are capable of
funding the reserve at a higher 1level; (3) the ability of continuing
surveillance report requirements to identify any overearnings of FPC; and (4)
the new statutory requirements for periodic base rate review, staff believes

that base rates should not be changed in this docket.
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FPL ST. LUCIE UMY ;1 'Iﬂ CosT: 205,249,321
ASRUAL ACCRUAL SCREDWLE /EARNINGS RATE: 5.4%
ESCALATION RATE 6.02%
X OF 1988  ESTIMATED ESTIMATED FPL SAARE QUALIFIED  mOBBUALIFIED NET AMOUNT ANOUNT ves -!U| 1988 WPV OF 1908 WV OF
COST 7O BE osT In COST In YEMR 1N YEAR LA LT ™ NONGUAL IF1ED CUALIFIED  WONGUALIFIED QUALIFIED "
YEAR  SPENT e s TNCLRRED INCURRED AROUNT T SAVINGS L um L fan SAVINGS
2% o.M 457,50 2,0m,50 2,054,580 1,584,903 o, 81T e, ™ 292,938 1,584,903 &4,07 36,673 34,859
015 o.msx 1,708,701 8,282,008 8,155,517 8,275,737 1,559,179 69,835 1,159,944 6,275,737 39,313 1,208,775 144,308
0% B.5155K 17,478,008 0,05, 88,226,458 68,057,890 20,168,568 7,500,432 12,579,138 68,057,090 2,047,093 13,244,028 1,476,009
017 2.9034% 5,959,209 32,466,450 3,092,118 24,601,580 7,290,538 2,Te3,430 4,547,109 24,601,580 a6 4,515,614 503,556
2018 12318 2,528,261 14,603,465 14,345,130 11,065,833 3m, 57 1,238,999 2,045,297 11,085,833 354,097 1,915,800 213,639
20019 1.3 2,528,261 15,482, 5% 15,208,707 - 11,731,997 347,110 1,308,284 2,168,420 n,m»wr 354,097 1,915,800 213,639
2020 1.1 2,528,261 16,414,648 16,124, 21 12,438,243 3,684,008 1,387,045 2,298,963 12,438,263 354,097 1,915,800 213,639
20 1.2318% 2,528,261 17,402,808 17,094,952 13,187,048 3,907,904 1,470,545 2,437,361 13,187,046 354,097 1,915,800 213,639
2022 001X w7 89,837,187 88,297,088 68,112,370 20,184,713 7,505,508 12,580,206 68,112,370 1,725,005 9,333,420 1,040,810
2023 19.5089% 40,041,885 309,804, MT 304,323,909 234,735,483 69,568,445 26,178,606 43,389,039 234,755,483 5,608,091 30,341,056 3,383,557
202 20.201B% 41,546,157 30,793,776 334,765,134 258,237,824 76,527,310 8,321 47,730,083 258,237,824 5,818,713 31,481,764 3,510,669
2025 20.2418% 41,544,157 361,309,561 354,917,995 273,788, The 81,134,254 30,530,820 50,603,434 273,783, T2 5,818,713 31,481, 764 3,510,669
20246 B.5M3X 17,496,088  161,315,7T9 158,462,108 122,257,686 36,724,437 13,631,256 2,593,181 12,207,666 2,450,423 13,257,714 1,478,426
2027 T.ASPOR 15,309,547 149,653,381 147,006,002 113,400,438 33,605,574 12,645,778 20,959,797 113,400,438 2,144,188 11,600,869 1,293,664
028 062183 1,275,830 13,222,.2 12,988,329 10,019, 197 2,969,132 1,117,284 1,851,848 10,019,197 178,687 964, TES 107,808
100.00% 205,249,321 1,622,545,722 1,593,842,209 1,229,489,949 364,352,350 137,105,789 227,246,560 1,229,489, 949 28,748,321 155,528,480 17,343,880
NOMQUAL TFTED QUALIFIED TOTAL
WY 8 12/31/88 28,746,321 155,528,480 184,274,801
LESS BALANCE @ 12/31/88 18,922,376 23,198,421 42,120,797
PV OF FUMD REQUIREMENTS 9,823, W5 132,330,059 142,154,004
MONTHLY FUMD REQUIREMENT 56,002.84 54,3669 810,3490.83
ANWUAL FUND RECUIREMENT 672,034 9,052,404 9,724,438
MONTHLY ACCRUAL 154,872.93 754,366.99  909,299.92
AMBUAL ACCRUAL 1,858,475 9,052,404 10,910,879
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Schedule 2
Docket NO, 870098-EI
FPL TURKEY POINT LmIT €3 1988 CoST: 162,072,000
AL ACOLMAL SCHEDULE TEARMINGS RATE: 5.3
ESCALATION RATE 5.00%
X OF 1988 ESTImATED ESTIMATED FPL SHARE QUALIFIED BONGUAL | FIED WET AMOUNT NOUNT ‘I.“,' 1988 WV OF 1988 wev OF
COSTTOBE  COST IN  COST IN YEAR N YEAR PLAN PLAN T MONGUALIFIED  QUALIFIED  MOMGUALIFIED'  QUALIFIED "o
YEAR  mPENT wes s INCURRED INCURRED AROUNT AT SavINGs T U0 (T oo SAVINGS
005 0.2795% 452,99 1,181,262 1,140,343 3,60 386,750 us, 534 241,214 7,616 92,502 296,667 55,0%
2006  1.1316% 1,834,007 5,089,912 4,970,402 3,313,767 1,656,635 23,392 1,083,2¢3 3,313,767 374,508 1,201,102 225,953
2007 6.8650% 11,126,243  R2477,023 31,902,505 21,269,400 10,633,108 4,001,537 6,671,868 21,269,400 2,2m,9% 7,206,644 1,370,776
2008  20.3103% 32,917,309 101,657,092 99,888,778 66,575,848 33,282,931 12,520,367 20,758,564 64,573,848 &TN,TTS 21,557,746 4,055,402
2000 25.6887X 41,634,190 136,034,526 135,628,073 89,009,836 44,538,237 16,759,738 27,778,498 89,089,836 8,501,778 27,268,484 5,129,419
2010 25.6887X 41,634,190  W3,924,526 141,378,501 04,257,047 47,121,454 17,731,803 29,389,651 94,257,047 8,501,778 27,268,484 5,129,419
2011 12.3873% 20,076,345 73,426,848  T2,127,M7  48,087,702 24,040,248 9,006,346 14,993,901 48,087,702 4,009,626 13,148,120 2,473,048
212 5.7 9,297,538 35,977,100 35,340,885 25,561,622 11,779,044 £,832,454 7,346,590 28,561,622 1,898,584 6,089,045 1,145,482
213 192X 3,009,141 12,687,703 12,463,257 8,309,254 4,154,004 1,563,152 2,590,852 8,309,254 632,850 2,029,646 381,821
100.00% 162,072,000 542,426,010  532,830,40¢ 335,238,000 177,592,404 65,828,021 110,784,382 355,238,090 33,005,398 106,141,938 19,967,610
WONOUALIFIEID GUALIFIED TOTAL
¥V @ 12/31/88 33,005,308 106,141,938  139,237,33%
LESS BALANCE & 12/31/88 15,649,644 19,815,377 35,465,021
PV OF FLMD REQUIREMENTS 17,645,734 84,326,561 103,772,315
NONTHLY FUMD RECU{RENENT 122,649.48  606,904.56  729,554.08
ANNUAL FUMD REQUIREMENT 1,471, ™% 7,282,855 8,754,649
MONTHLY ACCRUAL 263,028.45 606,904 .56 B849,935.02
ANNUAL ACCRUAL 3,156, 341 7,282,855 10,439, 196
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Schedule 2
Docket No. B70098-EI

1988 cosT: 189, 123,000
ABRAL ACCRUAL SCREDULE EARRINGS RATE: 5. 043
ESCALATION RATE 6.08%
X OF 1908  ESTIMATED ESTIMATED FPC SARE @MLIFIED NONGUALIFIED NET AMOUNT AROUNT ‘.-Vﬂi 1988 WV OF 1988 v OF
COST TO B cosT I COST In YEAR N YEAR PLAN LV ] T SONGUAL IFIED QUALIFIED WONGUALIFIED GUALIFIED TAx
TEAR SPENT "8 s INCURRED TNCURRED AROUNT AOUNT BAVINGS FuD FusD [T ] D SAVINGS
2015 38X 6,005,192 29,609,186 25,206,068 20,795,002 4,411,081 1,690,882 2,751,/ 20,795,002 59,008 4,225,267 17,268
2016 3811 6,016,192 31,409,425 26,738,500 22,099,338 4,67, 1,760,805 2,918,450 22,089,138 559,008 4,225,267 337,266
2017 381X 4,016,192 33,319,118 28,380,208 3,400,586 4,963,752 1,067,880 3,095,892 73,400,546 59,008 4,225,267 387,286
2018 23.TTEAX 64,966,681 264,177,671 224,092,168 105,536,038 39,356,129  W,M09,T11 20,546,418 185,536,738 4,178,138 31,500,787  2,520.817
019 23.7764% 44,966,641 280,299,481 238,565,612 196,816,630 41,748,962  15,7I0,2  26,033,80 196,816,630 4,178,138 31,580,787  2.520.817
2020 25.T76AX 4,966,641 297,273,021 253,070,401 208,783,081 44,287,320 16,645,319 27,622,002 200,7HN,081 4,178,138 31,580,787  2,520.817
2021 95637 18,007,535 126,848,472 107,965,000 09,087,699 18,857,391 7,111,088 11,786,303 09,087,699 1,630,628 12,703,163 1,013,982
2022 L.TAIOX 9,043,873 &7, 279, T26 87,274,603 47,251, 621 10,023,0M 3,482 6,251, %0 47,351,61 840,305 6,351,515 506,986
08 ATHITXE SK3,2M 71,367,348 60,754,453 50,122,425 10,632,029 4,000,833 6,631,197 50,122,428 80,270 6,351,250 506,964
100.00% 19,123,000 1,201,528,228 1,022,051,368 843,852,379 178,998,909 47,357,320 111,641,670 843,852,379 17,572,627 132,826,090 10,602,180
MONGUAL IFIED GUALIFIED TOTAL
NPV B 12731788 17,572,827 132,824,000 150,39, M7
LESS BALANCE @ 12/31/82 8,773,682 2,951,975 33,725,657
PV OF FUMD REQUIREMENTS B, 798, %45 107,872,115 116,671,080
MONTNLY FUMD REQUIREMEWT 4£9,542.85 607, 37T8. T4 656,921.59
ANNUAL FUED REQUIREMENT 596,50 7.288,54% 7,883,059
MOMTHLY ACCRUAL 109,238.90 &07,37T8. T4 T16,617.64
AMMUAL ACCRUAL 1,310,887 7,288,545 8,599,412
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