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FLORIDA POWER & LIGHT COMPANY

1997 DEPRECIATION STUDY

DOCKET NO. 970785-El

RESPONSES TO STAFF'S INITIAL REVIEW QUESTIONS

The data provided In the filing did not include plant or reserve activity
since the last study. The Rule 6.036(6)(g), Florida Administrative Code,
specifies data and calculations to be included in a depreciation study for
each category of depreciable plan’. Please provide the required
information.

The required informaton is being provided as Attachment 1.

The most recent filing of depreciation datsa for these six generation sites
was that included in Docket No. 931231-El. This study presents revised
planning in regard to the capital recovery requirements and retirement
of these sites. For example, the capital recovery date for the Unit 3
installation at Riviera was formerly 2013, and s now 2002; for Unit 4,
the recovery date was 2014, and is now 2003; and the common plant
installation also is now 2003 rather than 2014. FPL s now proposing
shorter lives which appear flow from this revised planning.
Unfortunately, the Company has not provided any Insight into the
dynamics or drivers behind the altered capital recovery dates.

The capital recovery dates have been revised to recognize the operational
modes of this fleet of generation assets Since the last depreciation studies
were filed in December 1993, FPL has added base load capacity which has
resulted in an increased cycling of its 300 and 400 MW units. FPL has, and
will continue, to operale these units in a cycling mode to meet customers load
requirements. Due to this cycling operating mode, the major components of
these plants are projected to reach their end-of-life at the new umes specified
in the studies. FPL has not determund from a system planning viewpeint
whether sufficient reinvestment will be made to continue operation of these
units or to replace, repower, or seek purchase power replacements. Once a
determmunation has been made, FPL will reflect that decision in its Ten Year
Site Plan filing.
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Q(a).

Q(b).

Q(a).

In order to move forward with analysis of the proposed recovery designs,
some knowledge of current Company specific developments and
planning is required. StalT needs to specifically understand what has
caused FPL to now believe these plants will experience shorter overall
life spans. Please provide insight into the current views and approach
used by FPL, and explain how these have been applied In revising the
planning for the sites involved !n this filing.

Several factors were looked at during the development of these depreciation
studies. The first was to review the cycling history of each unit and also
review the utilization of these units as a fleet. Not surprising was a corsistent
and rising trend for these units to cycle subsequent to the addition of base
load capacity and as customer load demands increased, the expansion of the
window (i.e. June through September) for increased load requirements, and
an increase in the delta between the high point and low point in a daily cycle

History of operating these plants in a cycling mode has increased the wear on
the equipment and has resulted in increased Capital and O&M expenditures

FPL anticipates an increase in the cycling of these units. The increased
cycling will deteriorate the units at an accelerated rate which corresponds to
the 40 year lives that are projected in these depreciation studies

In the last study, ithere was some discussion about the manner im which
specific plants are utilized. Please describe the manner in which these
six plants are utilized for power production. Also, please provide and
overview of any recent or expected changes In the manner of utilization.

See response to Question 2a. In addition, an example of increased cycling 1s
the cycling duty at Pon Everglades Unit Nos. 3 & 4 The cycling duty for
these units was approximately 80 cycles in 1995 and 124 cycles in 1996
This increase in the number of cycles per year 1s projected 10 increase as
FPL's load curves change Lo meel customer requirements

In Order No. PSC-96-0461-FOF-El in Docket No. 950359-El, the
Company was ordered to book additional depreciation expense amounts
in each of the years 1995, 1996, and 1997. For each of the years 1995 and
1996, what was the total amount of that additlonal depreciation expense
booked?

The additional depreciation expense recorded in 1995 and 1996 15 shown on
Altachment 2




L

3.

Q(b).

Qfc).

The Order cited in “a"” above directed that the additional expense was
first to be applied to correct the reserve deficlency which then existed In
the nuclear production accounts. For the years 1995 and 1996, how
much of the total additional depreciation expense was applied to the
nuclear reserve deficiency?

See response to Question 3a

The Order further directed that the additional expense amount would
next be applied to correct reserve deficlencles which existed at FPL's
other production facilities (meaning non-nuclear). a perceived
deficiency in the amount of $60,338,330 was identified In that Order,
determined by staff calculations based on avallable Company data as of
January 1, 1994,

In each Schedule I1I of the current filing, the heading for Column *J*
refers to “Reserve Deficlency Collected per Docket No. 950359-EL"
From the total amount shown in those schedules, It appears tha!
approximately $66.8 M was applied to the reserves for the six generation
sites addressed in the current docket. Please provide the work papers
showing how the total amount booked as a result of Docket No, 950359-
EI was determined, and explain how that amount wes distributed among
the sites, and the accounts within each site, in the current flling.

In allocating the additional depreciation expense, recorded pursuant to
Docket No. 950359-El, FPL inadvenently used the amount, $66,800.920
shown on the bottom of page 8 of |13 of 5taff’s work papers. The amount
allocated should have been $60,338,330. This error could be corrected in one
of two ways. The excess allocation of $6,462,590 could be removed from the
depreciation reserve at one or more of the six sites and the study or studies
revised to reflect the change in the depreciation reserve, or $6,462,590 could
be drawn from the nonspecific depreciation reserve associated with interest
synchromzation of JDIC capital. The nonspecific depreciation reserve
balance associated with interest synchromizaton of JDIC capital was
$14,510,772 at December 31, 1996  FPL 15 willing to make either correction,
of iIf Staff believes it 1s appropnate, FPL would not oppose allocating the total
nonspecific depreciation reserve associated with interest synchromization of
IDIC capital 10 these six sites. FPL will make the necessary changes to these
studies and make the necessary filings as soon as possible after the method
of correcting the error is communicated by Staff




3.

Q(d).

Qla).

The $66,800,920 was distributed to the sites in the order of the site with the
largest calculated net reserve deficiency, to the extent that the deficiency
could be totally corrected. After correcting the total net reserve deficiencies
at Pont Everglades ($22,310,167), Cape Canaveral ($21,796,536) and Riviera
($13,762,107) there were not enough dollars left to totally correct the net
reserve deficiency at Sanford, the site with the next largest net reserve
deficiency. Therefore. the net reserve deficiency at Turkey Point
($8,863,388) was totally corrected with the remainder going to partually
correct the reserve deficiency at Fort Meyers ($68,722).

The amounts allocated to the sites were distributed to all accounts to totally
correct the book reserve 10 the theoretical reserve calculation. The allocation
correcterd both reserve deficiencies and reserve excesses in the accounts but,
did not move any amounts between functions.

Referring to the total amount of $66.8 M as described in “c” above, was
any expense allocated to sites other than the six involved in this docket?
Please provide amounts allocated for other sites, or explain the rationale
for allocating the full amount of these expenses from Docket 950358-El]
to these six sites exclusively.

No. The additional depreciation for each function was to be allocated to the
sites initially, subject o Staff"s review and Commussion approval, when FPL
prepared its comprehensive depreciation studies that will be filed later this
year. However, since these sites have reserve deficiencies it didn’t appear
appropnate to use the lower book reserve balance, which would canse
depreciation expense to be higher in 1997, and then later in the
comprehensive studies allocate additional depreciation expense to these sites
thereby reducing depreciation expense in 1998,

In the current filing, how is the replacement interval related to the
service life? More specifically, Is the service life shown a function of the
replacement interval; ie. Is the service life calculated using the
replacement interval value in the calculation?

Yes, the replacement interval 15 used to calculate the average service Life
Also, the vintage year of the retirement umit and the end of hife ol the
generating unit 1s used to calculate the average service hife




4.

5.

Q(b)

Qa).

Q(b).

Is the meaning of the term ‘‘replacement Interval,” and use of the
replacement Interval value, ldentical with the practice used In the last
filing?

Yes

It appears that all investment for these six sites has now been unitized,
while only Riviera and Sanford were unitized at the time of the last
study. For those sites not previously unitized, the investment cannot be
traced from the last filing to this one. Stafl would like to understand
reasons for some observed changes in the Investment data in the current
filing, compared with that in the last filing. For example, the data for
Riviera common, Site drainage system Account 311.201, shows a
decrease In each line item. The decreases are sometimes very small, in
some cases less than $10. The vintages range from 1947 to 1992. Please
explain what Is represented by the decrease in plant InvesimentL

The invesiment data changes relate to cenain relauvely small plant
investment amounts that were still in Account 106.1, Plant In Service Under
Review and nol unitized at the ime the studies were prepared. These munor
amounts were allocated to unitized itlems of propenty, causing some of the
investment balances to change. In future studies, including the
comprehensive studies that will be filed later this year, FPL wall unitize the
Account 106.1 balances in an attempt to maintain consistent investment data

Staff understands that the process of unitization may result in data
which is very different in appearance from previous records. Please
explain what, in additional to normal activity of additions, retirements
and adjustments, may cause changes in the data at this juncture.

Other than normal acuvities, FPL is not aware of any addtional factors that
would cause changes in the data However, as noted 1n our response (o
question 5(a), FPL has allocated certain amounts that were not uniuzed at the
time the studies were prepared

Please biiefly describe any majoi overhauls or repowering projects
which are anticipated for each of these six sites in the next § years.

Currently. there are no repowering projects or major overhauls planned for
these six sites dunng the next 5 years. However, dunng the next 5 years there
are two projects for HP/LP Turbine Upgrades at the Port Everglades Plant
Unit #4 and the Cape Canaveral Plant Unit #2




Q(a).

Q(b).

Q(c).

Are any asbestos projects currently In progress for any of these sites?

There is currently a minor project, approximately 2500 lincar feet, in
progress associated with the Turkey Point Fuel Oil Line. Once this project
is complete, there are no other currently planned projects. minor or major.
scheduled for the next 5 years

Do any such pirojects remain to be done?

No major projects remain (o be done. Remaining asbestos 1s confined 1o
small, encapsulated areas of the plant such as high temperature steam
lines, etc. that are rarcly in need of repair

If any asbestos projects remain, please identify the amounts estimated
Lo be retired, and estimated year(s) when the project(s) will be
undertaken. For those which are planned within the next 5 years,
please provide estimates of the project costs as well.

None.




Fiorida Powsr Light Company

ANlschment 2

AMOUNT OF DEPRECIATION EXPENSE RECORDED IN 1998 AND 1998 PURSUANT 7O DOCKET NO. 950380-£!

Nuclear Production Depreciation

Nuclear Amortization

Reserve Deficiency

FPSC Junsdictional Amount |
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FPSC Jurisdictional Feclor

008334] [Commencing [

— — — —

FPSC Junsdictional Amount | § 174,003,254

FPSC Jurisgdictional !in_ot:lnt

oo e Cymyiplive
Apr-85 § 20928318 | § 20.928,318

[ May95] 23,000,000

Jun-§5, 26,180,375

Jul-85 8.744,338

[~ Aug95] 8,041,640
Sep-85 10,179,008

Oct-05] 15,030,005

| Nov-BS|  (3030,537)] .
| Dec98| 7.180.882 | 126,123,847
[~ Jan-98  17.164632 | 143288479 ||
" Feb-96 29,489,034 ‘
[ Mar-98° 1,225 741

=
f— -Aﬁﬁ.__ﬁmr‘“: _

§ 50 333i0ﬂ3 HJIHEII']T 1 ‘Iil;ﬁ

:' Month :sumul”wi
il
R | I
- i = e

e | o |
" ls25000007s 2500000
., 2500000  5.000000
— 2,500,000 | 7.500.000
=== 2,500,000 | 10,000,000
{1 SE000005 12,800,000
= !l 2500000 | 15.000,000
rE =2 'S ?':@.‘.m y “Lﬂ.m'm
1] 25000007 20,000.000
1] 2500000 | 22,500,000
0] 22500700
112,500,000 | 25,000,000




FLORIDA POWER & LIGHT COMPANY
Schedule | - PMant in Service As 01 12731/84

ATTACHMENT 1
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FLORIDA POWER & LIGHT COMPANY
Sciveduls | - Plant In Servics As O1 12731/84
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