FLORIDA PUBLIC SERVICE COMMISSION
Capital Circle Office Center @ 2540 Shumard Oak Boulevard

Tallahassee, Florida 32399%-0850 -
S b sy &
MEMORANDUM 0y
) £
JULY 24, 1997 {5 i
TO: DIRECTOR, DIVISION OF RECORDS AND REPORTING 0)
P
FROM : DIVISION OF AUDITING & FINANCIAL ANALYSIS /ABASS, LEE, {3’}
SWAIN) -Th ﬁy ,
DIVISION OF ELECTRIC & GAS (BALLINGER) { ;
DIVISION OF LEGAL SERVICES (PAUGH) A }b@&\v JUT
RE: DOCKET NO. 970785-EI - FLORIDA POWER & LIGHT COMPANY -
DEPRECIATION STUDIES BY FLORIDA POWER & LIGHT COMPANY FOR
SPECIFIC (STEAM) GENERATION SITES
AGENDA: 08/05/97 - REGULAR AGENDA - INTERESTED PERSONS MAY
PARTICIPATE
CRITICAL DATES: NONE
SPECIAL INSTRUCTIONS: S/PSC/AFA/WP/970785 .RCM

DISCUSSION OF ISSUES

ISSUE 1: Should Florida Power & Light (FPL or Company be allowed
to implerent its proposed depreciation rates on a preliminary bauin
at January 1, 19977

Yes. FPL should be allowed to implement the

RECOMMENDATION :

proposed rates for investment at the six steam generation sites
analyzed in this filing, shown on Attachment A, pages 4 - 3, on a
preliminary basis at January 1, 1997. The effect of these
proposals will increase annual depreciatin expense by an estimated
$20 million annually, based on January 1, 1997 investments and
reserves. The rates and resultant expenses will be trued-up when
final action is taken by this Commission, scheduled for January,
1998 [BASS]

STAFF ANALYSIS: FPL operates steam driven units for power
generation at the sites of Cape Canaveral, Fort Myers, Port

Everglades, Sanford and Turkey Point. The current depreciation
rates for these sites were established by Order No. PSC-94-1199-
FOF-EI, and effective January 1, 1994

The next regular comprehensive depreciation study for FP!, as

required by Rule 25-6.0436 (8) (a), F.A.C.Eucbﬁ,dup J31“or“pﬂfore
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December 31, 1997. This study will treat the recovery position for
all plant investment relating to generation, transmissiocn,
distribution and general plant functions.

During the preparatory analytical work associated with such
comprehensive studies, a Company must conduct an intensive review
of the recovery position associated with each depreciable account.
FPL reports that this review process began in 1996 and site
specific studies for six of the steam function sites has ben
completed. The results of these studies indicate a need to revise
depreciation rates. FPL is therefore filing rthese completed
studies now and requesting new depreciation rates effective January
1, 1998. The instant filing is comprised of the resulting proposed
revised rates, and information which supports the revision(s).

FPL has requested that it be allowed to implement its proposed
depreciation rates on a preliminary basis, in accord with our
depreciation rules. These rates and resulting expenses will be
trued-up when final Commission action is taken in this docket,
expected to occur in January, 1998.

Preliminary implementation of rates and amortization is likely
to result in a more appropriate level of expense than would accrue
from retaining the currently effective rates. This does not and
should not imply, however, that, upon completion of the review of
these studies, staff will be in agreement with the specific life,
reserve, and salvage proposals made by the Company. In any case,
expenses will be trued-up in accord with final Commission acticn in
this docket.

Changes in estimated 1997 expenses resulring from the proposed
rates are as follows:

Cape Canaveral Site S 4,256,732
Fort Myers Steam S 1,494,394
Port Everglades Site - Steam $ 4,785,094
Riviera Site S 3,338,385
Sanford Site 5 2,01%,002
Turkey Point Fossil Site $ 4,109,083
Total increase Lo expensae 5 P
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ISSUE 2: Wwhat should be the implementation date for the new
depreciation rates and amortization?

RECOMMENDATION: January 1, 1997. [BASS]

E The Company has requested, and all data and
calculations abut, a January 1, 1997 implementation date.
Provision for preliminary implementation is made by Rule 25-6.0436
(5), F.A.C., to permit a more accurate statement of expected
expenses during the calendar year.

ISSUE 3: Should this docket be closed?

RECOMMENDATION: No. This docket should remain open, pending staff
review, analysis, and final Commission action concerning the
appropriate rates under consideration. [PAUGH]

STAFF ANALYSIS: This recommendaticon addresses the preliminary
booking of depreciation rates beginning January 1, 1997, with
provision for a true-up of resulting expenses when final Commission
action ie taken. The issue regarding appropriate rates cannot be
resolved until staff has thoroughly reviewed and analyzed the
Company‘s filed study. Staff expecte to bring a recommendation to
the Commission for final action on this study in January, 1998. As
was done in Docket No. 941229-TL, the order resulting from staff's
recommendation on final depreciation rates will be 1issued as
Proposed Agency Action affording a point of entry for substantially
affected persons.
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