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Tallahassee, Florida 32399 - 08~0 

I • '-
_,) 

HIHlQBAlilHlM . . . . ,. ? 

TO: 

PROM: 

RE : 

AGENDA: 

JULY 24 , 1997 I! (?5 

DIR.SCTOR, DIVI SION OP RECORDS AND RBPORTING~O) 
p~ 

DIVISION OP AUDITING & FINANCIAL ANALYSIS BASS}] .'"38, 11)-
SWAlN) 111) ~ , 
DIVISION OP BLBCTRIC ' GI\S (BALLINGER) ~ / / 

DIVISION OP L8GAL SERVICES (PAOGH) ·tiJ~ Jtsj VI 
OOCKBT NO . e'70'785 -2I - FLORIDA POWRR ~;~~T COMPANY -

DBPR.SCIATION STODIES BY FLORIDA POWER ' LIGHT COMPANY POR 

SPBCIPIC (STRAM) GENERATION SITES 

0 8 I 0 5 I 9 7 R.RGULAR AGENDA INTERESTED PERSONS HAY 

PARTICIPATE 

CRITICAL OATES: NONE 

SPECIAL INSTRUCTIONS: SIPSCIAPAIWPI970785. RCM 

DISCQSSIOij OP ISSUES 

ISSUE 1: Should Florida Power & L ... ght (FPL or Company) be all o wed 

to implerrent its propose d deprecia tion r a tes on a pre I im1 nilry n<"'l :o 

at J a nua t·y 1 , 1997 ? 

RBCQMMENDI\TION: Yes. FPL s hould IJc allowed to l.mplement the 

proposed r ates f or i nvest men t at the si x steam generation site3 
a na lyzed i n this fil ing , s ho wn on Attachment A, pages 4 9. o n ~ 

p r e ltmJ.nary b4sis a t J a nuary l , 1 997. The ef feet of :hese 

proposals will J. nc rease annual depreciatl on e xpense by an est1mac.ed 
$20 million a nnua lly, based on J a nuary 1, 1997 J.nvestm<!nt.s and 

r eserves. The r ates and resulc.ant e xpenses w1ll be tru•·d · up when 
f i nal dCtion i s t ake:1 by t h i s Commis s ion, scheduled f o r J.mua r y, 
1 998. [ BASS ) 

STAPP ANALYSIS: FPL operates steam dr1ven unltS ! or power 
generation at the sites of Cape Canaveral, Fort Myers. Port 
Everglades , San(or d and Turk e y Po1nt . The current deprec ut1 on 

rateo f o r t hese sites were establ1shed by Order No . PSC 94 · 1199 
FOF · El . and e f fecti ve J a nuary l , 1994 

The nex t regu lar comprehensive deprec1ation stud y fot FP! . dB 

requacd by Rule 25-6.0436 (8) tal, F.A.C . .t Ul due on o r . . befo re 
u0CU1h ., , -.. · :. 
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December 31 , 1997. This s tudy wlll treat thr• tccovery poo1L1un for 
all plant invest ment relat lng to generatlon , transm1ss 1on, 
distribution and general plant func tions. 

Dur1ng the preparatory analytical work associated with such 
comprehensi ve studies, a Company must conduct an i ntensi ve t·ev 1 e w 
o£ the recovery posi tion assocja t ed Wlt h each deprec1able account. 
FPL reports that this review process began in 1996 and s 1 te 
specific studies f o r six of the steam funct1on sites hao ben 

completed. The results o f these studies i ndicate a need to rev 1se 
depreciation rates . FPL is therefore flllng r:hese completed 
studies now and requesting new depreciation rates e f fective Ja nuary 
l , 1998. The instant fi ling is comprised o f the resulting proposed 
revised rates , and i nfo rmation wh ich supports the revision(sl. 

FPL has r equested that it be allowed to 1mplemen1 lLn proposed 
depreciation rates on a prel1minary basis. in accord w1th ::»ur 
deprec1ation rules. These rates and resultlng expenses wlll be 

t rued-up when fi nal Commiss ion action is taken i n th1s docket. 
expected to occur in January. 1998. 

Preliminary implementation of rates and amortization is likely 
Lo r esult in a more appropriate level o f expense than would accrue 
from retaining the currently effec tive rates . This does not and 
should not imply, however, that, upon complet1on of the rev1ew of 

these studies, staff will be in agreement w1th the speclf1c l1fe, 
reserve, and salvage proposals made by ~he Company . In any case, 
e xpenses will be trued - up in accora with fi nal Commission act1cn in 
this docket. 

Changes i n estimated 1997 expenses reoultlng !rom the pt oposcd 
rates ar~ as follows: 

Cape Canave r a! S1te 
Fort Myero Steam 
Port Everglades Site - Steam 
Riviera Site 
Sanford Site 
Tu r key Point Fossll Site 

Total 1ncre~se to expeno~ 

- 2 

s ~ .256,732 
s l '494, 39•1 
s 4,785,094 
s 3,338 ,365 
s 2,019,00:> 
s .. . 109 , 063 
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ISSUE 2: What should be the 1mplementat1on date for the new 
depreciat1on r ates and amortizat ion? 

RECOMHENPATIQH: January l, 1997 . (BASS) 

STAfF ANALXSIS: The Company hao requested, and all data and 
calculations abut, a January 1, 1997 implementation dat e. 
Pr ovision f o r preliminary implementat ion is mad~ by Rule 25 · 6.04 36 
(5). F.A.C., to permit a more a ccurate statement of c xpecu•d 
e xpenses during the c alendar year . 

lSSVE 3: Should this docket be closed? 

BEcctt!ENDATION : No. Thi s docket should remain open. peudlng ot<.~ff 

revi e w, analysis. a nd final Commission action concern1ng the 
appropriate rates under consideration. (PAUGH) 

STAfF ANbLXSIS : This recommendation addressee the preliminary 
booking of depreciation rates beginning January 1, 1997. w1 th 
prov1oion for a t rue-up of result1ng expenses when bnal CO!mllasloro 
action Is taken. The issue regarding appropriate ratPa c annot be 
resolved until staff has thoroughly rev iewed and analyz<'d the 
Compa ny• o tiled study . Staf f expectc to bring <• recommcndat !on to 
the Commission for final action on this study in January, 1998. As 
was done in Docket NO. 941229-TL, the order resulting f:·om staff • s 
recommendat1on on final depreciation rate'l w111 be lOSUf'd an 
Proposed Agency Action affording a pol nt of cnt r-y tor aubstanu.; 1! y 
affected persons. 
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