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0;\/GiNAL 

STATE OF FI.ORJDA 
PUBLIC SERVIC E COMMISSIO:"i 

I IU~: ORDER APPROVJNG 
FINAL OEPJU:ClATION RATES 
FOR FL.ORJOA POWER & U GIIT COMPANY 

PSC D ·~c:t No.I)? I 66Q-EI 
Order No. P· ~··')')·0073-FOF·El 

Issued· Januury 8. I'J')') 

T ilE COALITION'S PETITION ON PROPOSED AGENC¥ Ae D ON 

Petitioner, the: COALITION FOR EQUITABLE RATES ("C'oahuon"l pc11t10ns for 

fom1al :ldm1mstrative proc:ccchnp to revJC" Order No. PSC-99.0073-FOF-H . Docl..c:t No 

•)71 h60·EI pursuam to §§ 120.569{ I) and 120.57, Honda Stnnnc:s and Rules 25·22 02') und 28-

106 201, Flonda Administrative Code. In 1uppon of this Petition, the: Coaht•on >tatcs 

The r•uriiC$ 

I. The Coalition is the Pctit1uncr. llte C'oahtion is an assoc<nt1on of cnt1t1cs. "luch 

11.1) Flondn Po\\cr & Ught Company ("FPL" or "Company") for po\\cr at rate• .111flN\ed by the 

Honda Pub he Service Commisston ("PSC") and an as50CI3110n of ent1tu,s, "h1ch rcprc~nt 5uch 

r.ltep.~yc:rs. Reprcscnt:ui\'c cum pies of tho.c c:n11t1cs "1thin the Coaht<on mcludc: the Honda 

llc.olth Care Association (wh1ch consosts of most sk1llcd nursmg fnt1hucs 110d m.m) -">lstcd 

II\ "'tt fJc1hucs in Florida). Flondn Retail Fcdcr.111on (\\ hicl, cons1sts of nouJnr retailers 111 

Floridu) and the Floridn liotel nml Motel Assodntion (which consists of u large nuonhcr of hotels 

.mil motels located m Florida. A substant1nl pon1on of tltc Coaliuon·s rnc:n1bcrl pay 1-1'1. for 

Jl<l" cr ll1c: Coalition is a "pcrson":u defined by§ 101 and§ 120 S2( 13). l·lu Stat 'I he Coaht1on 

I> Juthcn7cd to mon1tor the bas1s for the rates c:har11ed to lUi members 3lld to ch~llc:ngc ~uch 

0 I 2 I 7 JAil 23 g: 



. . ·. 

components, u wellu the r.ucs themselves in order 10 assure: reasonable and affordable ra1cs for 

sen ICC~ 

2 The Coali1ion mnimnins offices a1 2300 N S1rcc1. Nonhwes1, Wn.slung10n, DC 

20037, 1ckphonc number (202) 663-9097. llowc:ver. for 1he purposes of 1h1s l'cuuon. The 

C'olh11on may be comac1cd 1hrough ilS counsel, Ronald C. l.afncc, Grccnber~: Tn '" II· 1•.1\. 101 

I .ISI ( 'ollcgc Avenue. Tallaha.sscc, FL 3230l,lelephonc numbcr(850) 222-6891 

J The agc:ney offcc1cd by this Pc1i1ion is 1l1e S1a1e of Flondo1. Pubhc Sm icc 

C'omnussion ("PSC). located at 2540 Shumard Oak Bl\'d. , Tallaha.sscc, FL 32399-0850. 

lelcphonc number (850) 413-6248. 

-1. 1l1c "Order under Challenge" 11 Order No. PSC-1)().()()73-FOI··l!l "luch conccrm 

I·IMuln Power & l.igh1 Company ("FPL''). locnled at 9250 Wcsl Fla~:lcr, 1'.0 llo\ 029 I IJ(J, 

M1nmi. FL 33174·34 14. FPL may be conlnclcd through its Vice Prcsidcnl of Rcl!ul~lory Affarrs. 

Mr. IJ1ll Walker. 215 S. Monroe S1rcc1, Suile 810, Tullahassee. ~ L 32)0 1-18S1J. 1clq1honc 

number (850) 22-1-75 17. 

O rdr r Under C ball t Dilt 

5. Rule 25-6.~36. Flonda Admmistrall\ c C'O<.Ic. r.-qui~ In' ~lor 0" ned l ' llhllc) 

lo file comprehcru1vc dcprcciauon SIUd1cs nllcut once every four years. On Dccembcr 2Co. :•>97. 

FPI. filed lis regular dcprccialion s10dy in accordance wi1h th1 s rule. 

6. FPL n.lso requcs1cd prchmannry implemcnlallon of ItS propo)cd ~~~1HCC 1almn ralcs 

.nul .unonllnlion'rccovcry schedule' as of Januury I, I <J'JS, m acconl.tncc "11h Kulc 25· 

c. n.nc,.S). l'lorida Admmistrali\'c Code 
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7 By Order No. PSC-98-0901-PCO-EI, 1ssued July 6, 19')8 lh~l rcqucsl was 

appro, eel. Dockcl No. 971660-EI rcmllincd open "h1lc lhc 1997 deprcc1~110n r•ICS aml rccO\Cf) 

!>ehcdulcs "ere reviewed. 

8. On January 8. 1999.1hc: Order Under Challenge: (Order No. I'SC-'J'J.I)()7J.hl) "as 

••sued wilh AllachmeniS A, B and C oullining final dcprcciaiJon ralc$ •r Fl'l.'s S1cam 

l'roduclion Plonl. Nuclear Produc1ion Planl. 01hcr Produc1ion. Transrn.ss1on l'l unl and 

D1slnbui10il Planl, as well as generul planl amoni7-31ir"l M ~ 111.11 r pro\'lsions of 1ha1 Order arc 

.1) I olio\\ s 

11.. The ralcs lllld 1Ch:dules m Auacluncu1s " · 0 and C of 1he Order under 

challenge :ue adopted ~a.. of Jlllluuy I, 1998 

b. The: schedules lllld 1111cs 1mplc:mcnlt:d hy Order 1\o I'Sl'·'l!l·fl'XII· I'CO· 

El ur~ revised as shown 011 Allachmcnl A of I he Order under dmllc11gc. 

c. The Reserve wnounls rclulcd lo add111 onul llL1liC:Cillllon c\pcns~ l l'Cllrlkd 

m accordance with Order No. PSC-96-0461-FOF-FI: 

i.SI7S.3 milhon m Nuclear Producuon & SW 3 mllhon m 01her 

Producuon are appro\ eel, 

11. The accumulalcd rCICT\ c: udjuslmcnls allnbuiJblc hl I he 

•> nchrom~uon of ln\'C.Simcnl T~U Crcd11s rccordc:d tn accordance: \\llh Onlcr tl:tl I h257 

(Dockcl No. 840086-EI) ond 1hc addilional dcprc:cluliun expense recorded 111 uccord.mcc 

\\llh Order No. PSC-98·0027-FOF-El be lr.msfcrTCd llS )ho\\n on Anuchm~nl A 

Approlumalcly S332 million (net) " as trunsferrctllo rcsCT\e l1CCourns on Allachmc:nl A 

I h1s amoum was 1111endcd 10 correc:1 allegctl rc:sCT\c delicu:ncu:s md1c~lcd h ) lhc 1'1'17 

deprc:ci~uon siUdy. 
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d. TI1e nlloc,ntion to reserve: of an additionnl S90 million in nuclear 

dcprc:c:iation expense (S30 million per ycor since January I, 1996) ·~ to be dd'crrt-d until 

nficr n final decision in Docket No. 98lJ90-EI for which the Coahtion hDS nlso filed 3 

Petition. 

9 The Order under challenge included u "Notice of Funhc:r Proceed wo or Judocial 

R~'·tcw" which would allow substantinlly nffc:c:ted parties to file u petition chullc .• l>'"ll the (Jr<ler 

on ur hef'ooc January 29, 1999. Rcpresentatovcs of the Coalition received news of the Order 

under chnllcnge nfic:r its public,ntion on January 8. 199'). 

I 0. This Petition is timely filed as a challenge to Order No. PSC-9'J-0073·FOF·EI by 

the Conlitoon. u person whose substantial interests arc affected by the actions in the Order under 

challenge. 

S ub1toln tlal E ffect upon the Coali tion 

I I. The Coalition is represents entities whoch purchDSC clcctncuy rrono FJ>J. In .til. 

Co:olition mcmb<'rs pay approximately SIOO million to FPL nnnunlly for clc:c:tric J>Ower. 

12. As described in the orgumcnt below. The Coahuon and us mcmbas object to the 

Order under challenge nnd believe it w6uld not provide rutc relief to rutepotycrs. ~uch as the 

Coalition and its members. 

13 If n depreciation study wns correctly perfomtL'll nnd urplicd to FI'L, ratepayers 

such as the Coalition wtd its member~ would rcceove u reduction 111 rates p:ml to Fl'l .. 

1\ll~chmcnt I' shows that FPL's dcprc:ciotion rates are by for the lughcst of a "peer" group 

sample of 20 major electric utilities. TI1c nttnchmcnt reveals that the composite rate for FPL's 

clcctnc plant is approximately S.B percent, compared with 3.74 percent for the cornposnc of ~U 

1 Chart filrd on l't.cafCorp In rcsponk to Ull.h Davuaon ofPubhc tJulu&u St.10' <J.t.t rf'qut•l 'n ( t l, lkk'lt..t"l 1\u fJI'I 
2J5·0J. do1<d December 1998. 
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then 11s S889 m1llion in 1997 expauc' ,.ould be reducC\1 by 35 percetn to SS78 nulhon. ;, 

r~ducuon of S311 million. FPL'a tot.al 1997 revenue in 1997 " us SS.911 nu ll10n'. 1>0 lhul a 

correction an depreciation ofllus magnuude, 1f paued through to ratepayers.' •uld trolllsl~tc mto 

.1 >il' 11111~ of S .~S percent in ratepayer's bills. Since Coalition members pay ~ pro~imutcly S I 00 

nul hun to FI'L i:. electricity charges, they would c~pcncncc Stl\•in!;S ofSS.2S rmlhon "ere FPI. · 5 

deprec1a11on adjUSled to the indusuy norm. Thus. a subSlllnllal number of the ('oahtJOn'• 

members o.rc subslantially aiTccted by the Order under challenge. 

Araumtn t 

Tbc FP!. 1997 lkorttllllon Stud> h trcbnlralh Oa,..cd, 

14 The techn1cnl flaws of the FPL's depreciation study huvc the ciTcCI of mOutmt~ 

ncccss.uy •Jl'Prc:c•atlon am! thus obJCuring o> cr-eamings made by FP!.. nu. uhllny to '" cr-<'Jnl 

b) anOJting necessary deprecint10n defers nne cuts for consumm such us tho&c rcprc~cntcd by 

1hc t'<Mht1on. !·or example: 

a The a>eragc serv~ee h>es for ileam producllon plant =urncd 111 the Onlcr 

under challenge :m: fo.r too short For cumplc. Scherer Unns 3 & 4 .1rc <O·O\\ ned b) 

Gl'Orgia Power and o thers. FPL clalml thatthese unll5 have a composite rcrna1mng hfc of 

approximately 17 years which tr.u\slates into an assumed retirement )c;u of 21J IS These 

.uc modem coal units that ha ' c been 111 service on I) •mcc 1986 uml 1'}111!. rc)pccll\ ely. 

Smce 19'90, the Georgia Public Service CommiSSion has used (nnd contmucd to u~c nl\cr 

:o 19'J8 rutc case) targct n:tircrnent years of 2041 and 21).13 to dcprcccatc thcoc """'" Ullll> 

1 1'197 11'1 I ~RC l'onn I.Paae 219. rol C, h11< 18 
1'1'1' 11'1 fLRC Form I. Pill< JGU, col C,lul< 4J 



b. T\\0 or FPL's ne\\er stc:Jrn piJnts. Mal110 and ~hlnJtce, W'e to be fully 

depreciated over 30·3S year life spans pursuJnt to the Order under ch.tllcnge. l!owe,·er, 

the current national trend is to pmcticc l1fc extension mnintemmce, "h1ch allows the 

major components tn piJnt.s (boilers :llld turbogenerotors) to r n filly years or more 

\\; Lhout replacemenL An actuarial study of nationwide stc;u untl rc11rcments and 

suf\'1\0rs dunng the penod 1986to 1997 revc:.tls wtll\'er.lge scr\lcc life ofSS )cars· 

c. The 1997 FPL dcprcclaiiOII study contams numcmu• errors For cxwnplc, 

Pon Everglades No. I shows u remaining life of overS years for most of 11s equipment. 

Y ct. Lite structures show a rctT.!Lining hfc of tmly 3.8 ycnrs 

IS. The high ne&athe net mlvage rates used m the 1997 deprl'Ciallon )tully appc..r 

hJ\C been npphed us;ng decornmissiunin~: stud1cs that mcorpomtc: the concept of "grecnlic:lil" 

dismnmlement (removi ng the piJnt to grade and making the land suitable for other uses). The 

C'IJrnpM)•'s own history and piMS indicntc thnt these plwus an: far more hkcly to he rc-powcrcd 

or rqtl.lCcd m ~ pu:c:c-mcal fnshion. rather th1111 dismantled to g~licld Matu~ 1111~ prac11cc of 

mcurpornting high dismantlement costs IICIS to mcrca•c dl'Jlrl'Ciatiun ro~tcs .11l11' c "h~t the) 

, ,,,,toiJ be .tml.ollu"' the (\mtpJny to h1de "'""more C.l)h llo~.< from the e)'cs ul regulators. 

16. In tl1e Gencrnl l'lnnt accounts, there IS hstcd a jet aitpl~ne. i\ Jet ;urplanc is not 

needed within the SCTVICC tcmtory ofFI'L. The Company bears the burden of demonstrutong that 

llvnd.t rntcpa)crs arc not paymg llll cxcCSSt\C rule for clcctrtcit) thruugh <kJ>r.-.:l,ttovn of th" 

lu'u~ IICIII 

FP!. 1997 l!cprcdlt!Op uud\' 8(1110 Curt her Mbldc" O)'fC=fiCOIDg! "'' t'P!.. 

17. Even before the recent requests for nccclerntc:d deproc1atiou by FI'L. FPL had 

Millie or the h11:hcst depreciation rates in the nnuon. Allachments 2 and 3 sho\\ that FPL has the 

• ~ lc;lunoay or Staff "'lln<U Cloaoko N K10a. Gw<JII P l> ( Uocln :O.o 935) I 

6 



highest deprecia tion rates for both Steam a.nd Nuclc.sr Production Pla.nt D.OIOII!lll "peer" woup or 

t"ent), stmrlar large investor-owned uuhues (dllla from FERC Fonn l's) ' In filet, theu 

dcprccmtion rates were over th'IC'I' the avcmllc: of their peer group. These c:xccs:si\'C dcprcctallon 

rutcs ""'" in 1996 - lwfore the lncreQS!'S diSC'IISSt-d 111 the Ordl!r under dwll!'ngt• " '''~ 

tmplcmcmtctl. 

18. The use of llCcelenucd depreciation by FPL hns incn:nscd ruptdly smce 1995 1\S 

>ho" n m Tnble I below. At the same lime, the Company's Operating Cash Flow has mcrc:.•5cd 

from Sl.298 million to SI.76S million. lUI lnt'rt'ttf<' of 36 pcrcc:nt In the same lime pcnod. 

ho"e''cr, the Compa.ny's Cllpital c:xpc:nduures (have gone from SG71 nulhon to S63Clmrllton • 

tlt•rrt•ttsc• of 6.1 pcrec:nt). This money hl1S p:ud for debt repurch:ue Wld sh:ue huy.' .td.s Thcrc: 

h.IS bccn no benclitto th: ratepayers from tlus pohcy. Only FPL's shareholders have benefited 

TABLE I 

Growth in Usc of Accc:lt ralcd Dt prtclltlon & Amorti:Ui tlon hy 1~1' 1. 

S millions 199S 1996 1997 1998 (btl 
i\ceelcrutcd 163 188 221 :m 
Depreciation 
rota I 918 960 1,061 1.!13 
:Jcllf<\!IJIIOn 

l l'crccnt due to 17.8~ I') (j•;, 20.8~. 21 oo. 
,\ ccckr.tllon 

l>JtJ Source Donaldson, Lulldn & Jc:nc:«:tte, Electru: UultltC'~. Ja.nu.,ry S. 19'J<J 

Cond ualon 

19 The Coalition respectfully submits that this Petition ofreno sufrlcic~t gmunds to 

)"'Ill\ th< wn,.:nmg of,, fom1.1l hc~nngtil Cl)ll>lllcr modtlicallon• to the Fl'l 1')')7 llclucctJi tun 

Study prchnunanly approved by the Conuntsston Janu&ry 8, 1999. Upon such consrderutron. the 

• (l»tl> oucuull~ fikd by PXIf1COf'P lA rnporuciO l ulo 0.\UMXI of l'llbh~ Ur.tll~(UPl.:) 'ouft.Uu '"'~""' ' o 
<r! . l)uo.Lct So 97·0JS· 12198 
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Coaltuon requC5U lluu lht Order under chnllcn&e be moddied to reduce all unncccu:uy and 

unr=nablc depreciation rates nnd rccoveryfnmortillUion described 111 the Onlcr under 

challenge nnd its Auachmcnls. 

20. Disputed issues of fact mclude, butlltC not hmited U> 

a.. WhC'Ihcr more reasonable deprCC13liOn 
rccoveryfwnortlzation schedules should be 101posed 
lhc PSC: 

rates and 
.pon FPL by 

b. WhC'Iher the proposed deprccmtio11 rJIC> IU11l 

roc:overyfAI!Iortilntion schedules nrc muppropriate nnd c:cononucnlly 
incffie1cnt; 

c. Whether FPL"s ratepayers :lrC entitled to muned1ate r.tlc 
relief; 

21. Disputed issues of law include. butllfC not limited to 

a Whether more reasonable deprccintion rule~ nnd 
recovery/omonization schedules should be imposed upon FI'L by 
the PSC: 

b. Whether lhe proposed deprec:1ntion rJtes uml 
recoverylamortwauon schedules :lrC mappropnatc and ccononncnlly 
Inefficient; 

c. Whether FPL's ratepayers arc cnt tied to imrncd1Ulc rJlc rchcr. 

22. As u molter of ultimate fuel and law. the dcprc'Cmllon rules and 

ICCO\CI)'Itunoniuuion sought by FPL as described in the Order under chnllcn~:c should be 

reduced to remove unnecessary and unn:asonablc allo"nnccs. Additional!). 1f such reductions 

rc.-sult in O\"t:r·eatnings by FPL. such over-earnings should be refunded to the custo111crs of ri'L. 

Including members of the Coalition 



WIIEREFORE. The Coalition respectfully requests the PSC to enter un order modifying 

the Order under C hallenge us proposed in this Petition nnd o ther such relief as is 3\'llrlable. The 

Co.rhtron rloquests thutthis matter be heard by a full punel of live (5) Commissioners of the I'SC' 

pursuant to Rulc 25-22.0355(4), Florida Administrative Code. 

Rc.pccrfull~ submitted this 29• day of Jnnuwy, 1999 

GREENBURG TRAURJG, P.A. 
101 East College Avenue 
Post Office Drawer 1838 
Tullahassee, FL 32302 
(850) 222-6891 

CERDFJCATE OF SERVICE 

I II:REBY CERTIFY that the original and lifiecn (I 5) coprcs of the foregoing hns been 

furnished hy Hand Delivery to Public Service Commission Director. Dr vision of Records and 

Reponing. 2540 Shumard Onk Blvd., Tallahassee, FL 32399-0850: a copy has been furnished vru 

ll .rml Delivery to the Office of Public Counsel, Jack Shreve, 812 Pepper Building. Ill W 

i\ladrson Street. Tallahassee, Flonda 32399-1400: via U.S. Mrril ttl the panrl-s <>n the nlluchcd 

mar ling hst this 29• day of January, 1999. 



Mal!fng l.lst 

Florida £tutrl~ Coopuatl•·" AssoC'. 
1\hchc:lle Hershel 
P.O. Bo>. S90 
Tallah:w«. Florida 32302 
Tc:lc phone(SSO) 877-6166 
Tclccopic:r (8S0)6S6-S48S 

Florida Industrial Pow"r Uun Group and 
Tropic'a11a Pradu~ts, /nr. 
C•O John W Mc:Wh1nc:r. Jr. 
Mc:Wh~rtcr. Reeves. McGlothlin. c1 Ill 
P. 0 . Box 33SO 
Twnpa. FL ~1601 
and 
Joseph A. Mc:Giolhlin. Vicl..i Gordon Kuufman 
Me Whiner. Reeves, McGlothlin, c:t al 
I 17 South Gadsden Street 
I .Jlluhassc:c:. Fl. 3230 I 

Florida Power & Llgllt Company 
c/o or Bill Walker, 
Vice rresidcnt Regulatory Affairs. 
21 S South Monroe Street, Suite 810, 
fallnhass«. FL 32301·1859 
and 
\1~uhc" M Childs 
St~:el. llcctor & Da\ is 
21 S !>outh Monroe Slr«t 
Suite 601 
1 ullahassec:. FL 3230 1·1804 

l-'lorlda Pubtl~ Stn•l~" CommlJslon 
Robert V. Elia.s 
OJ\ •s•on of Legal SeT\ 1ces 
~qu Shumard Oak Boule\ art! 
l•unter Bu1ldmg. Room 370N 
I ull.lh;&sscc. 1-L 32399-0SSO 

tO 



Offiu of Pub/k Couns~l 
~lo John RO!,!Cf Howe 
Office of Public Counsel 
Ill Wcsl Mndison S1rcc1 
Room 812 
Tallahassee. Fl. 32399· 1400 

florida A/1/allcl!far Lowu Electric Ratts Today ntrd 
Geargla-Paciflc Corporation 

J. Michael Hucy 
J. Andrew Bcrtron, Jr. 
Hucy. Guildny & Tucker, P.A. 
I'. 0 . BoA 179-1 
Tallahassee. Fl. 32302-1794 
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