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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Petitions for approval of an 
increase in the accrual of nuclear 
decommissioning costs by Florida Power 
Corporation and Florida Power & Light 
Company. 

DOCKET NO. 870098-EI 

ORDER NO. 21245 

ISSUED: 5/17/89 

Purs.uant to Notice, a Prehearing Conference was held on 
May 4, 1989, in Tallahassee, Florida, before Commissioner 
Gerald L. Gunter, Prehearing Officer. 

APPEARANCES: MATTHEW tot . CHILDS, Esquire, Steel, Hecto r and 
Davis, 310 West College Avenue, Tall ahassee, 
Florida 32301-1406 
On behalf of florida Power and Licht Company . 

JAMES McGEE, Esquire, P. 0. Box: 14042, St. 
Petersburg, florida 33733 
On behalf of Florida Power Corporation. 

M. ROBERT CHRIST , Esquire, Florida 
Commission, Divisio n of Service 

Services, 
Tallahassee, 
On behalf of 

101 East Gaines 
Florida 32399-0863 
the Commission Staff . 

Public 
Legal 

Street, 

I 

PRENTICE P. PRUITT, Esquire, florida Public 
Service Commission, Genera l Counsel, 10 l East 
Gaines Street, Tallahassee, Florida 32399-0862 I 
On behalf of the Commissioners. 

PREHEARING ORDER 

Background 

By Order No. 10987, issued July 13, 1982, in Docket No . 
810100-EU(CI), 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 Flo rida . In 
particular, the Commission f ound that the decommission i ng cos t 
estimates Mshou1d 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 c os t est imates and 
f undi ng assumptions developed in the study. Simil~rly, o n 
April 20, 1988, Florida Power & Light Company (FPL) filed 
nuc lea r decommissio ning studies for its St. Lucie Nuclear Units 
1 & 2, accompanied by a pe t ition seeking approval of revised I 
annual a.ccrual s to its nuclear decommissioning reserve. On 
June 29, 1988, FPL f iled nuclear decommission ing studies for 
its Turkey Point Nuclear Uni ts 3 & 4 and revisions to its 
studies on its St . Luc ie Units. Also, on June 29, 1988, FPL 
filed a petition seeki ng approval of revised a nnual accruals to 
its nuclear decommissioning reserve for the Turkey Point 
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Nuclea r Uni ts a nd the amended r ev i sed accr u a l s for its St . 
Lucie Nuclear Units. 

On May 5, 1987, the Commission i ni t iate d a full revenue 
requirements r ate proceeding wi t h respect to FPC ( Doc ket No . 
870220-EI) a nd i ncluded the pending issue of FPC ' s n uclea r 
decommission i ng costs fo r conside r ation in t he proceed ing. As 
a re s ult of a settlement subsequent approved by the Commiss i o n 
in t hat docket (Order No . 18627), FPC's a nnual accrual to its 
decommissioning reserve was increased by $4.3 mi l lion ef fect i ve 
January 1. 1989, t o ge ther with a corresponding increase i n its 
bas e rates. 

On October 21, 1988, the Commiss i o n i ssued Or der No. 2018 6 
granting the petition of Metropolitan Dade County fo r l eave to 
intervene. On February 27 , 1989, FPC and FPL each f iled their 
direct testimony . On March 31 , 1989 , Staff filed its direct 
testimony. Fin a l hearings are scheduled to be held o n May 25 
and 26, 1989 . 

Use o f Prefiled Test imo ny 

Al l tes timony whic h has been prefiled in this case will be 
inse r ted i nto the record as t hough read after the wi tness has 
taken the stand and affirmed the correctness of t he testimony 
and exhibits, unless there is a sustainable objection. All 
test imony remains subject to appropriate objections. Each 
witness wil l have t he oppo r t unity to o rally s ummarize his 
testimony at the time he o r she takes the stand . 

Use of Depositions a nd Interroga tories 

If a ny party desires to use any po rtio n of a dep0sit i o n o r 
a n interrogatory, at t he t ime the party seeks to introduce t hat 
depos ition or a po r tion t hereof, t he req uest will be s ubject t o 
prope r o bjections and t he appropriate evidentiary rules wi ll 
govern. The pa r ties wil l be free to u ti l ize a ny exhibits 
requested at the time of t he depositi o ns subject to t he s ame 
conditions. 

Orde r of Wi tnesses 

I n keeping with Commission practice, witnesses wi 11 be 
grouped by the s ubjec t matter o f t hei r testimony. The witness 
schedu le i s set fo r t h below i n o rder of appearance by the 
wi t ness's name, subject matter, and t he issues wh ich will be 
covered by his or he r testimony. 

Witness 

T. S. LaGuardia 
(Also, will 
tes t i fy for 
FPC) 

Subject Ma tte r 

Engineering cost 
estimates , a l terna
tives e valuated, 
schedule of estimates 
ao well as decommission ing 
feasibility and recommended 
met hod 

Issues 

4' 5 . 6' 8' 
9, 10, 29 
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Witness 

E. L. Hoffman 

G. G. Kuberek 

R. R. Denis 

Elizabeth A. Czur a 

Kenneth E. McDonald 

Thomas S. LaGuardia 

George W. Woerner 

Subject !-tatter 

Selection of decom
missioning methodology, 
as well as determining 
additional annual 
accrual requirements 
fo r i nclusion i n the 
Company' s cost of service 
based on assumptions o f 
inf lation and inves tment 
ea r nings rates 

The accounting and tax 
treatment fo r nuc lear 
decommissioni ng costs 
and sign i ficant changes 
in laws a nd regu lations 
s ubsequent to the last 
decommissioni ng hearing 

Feasibility of future 
use of non-contami nated 
plant and equipment 

Develo pment of future 
decommiss ioning costs 
and annual accrual 

Decommissio ning fund 
investment 

Development of 
decommissioning cost 
estimates 

Appropriate timing and 
expenses associated 
with dismantling non
contaminated plant 
and f ac ilities 

Issues 

4, 6, 7, 8 , 
9. 10, 13, 
15, 16, 18, 
19, 20 , 21, 
26 . 29 

2, 3 , 11. 
12 , 13, 14, 
15, 17 , 19, 
22. 23, 24, 
25 . 27. 28. 
30 

1, 3 

6 t h ru 11, 
21 t hru 25 

~ 2 t hru 18, 
20 

1 thru 5, 9 

1, 2 . 3 
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Exhibi t Number 

FPL 

1 

2 

3 

4 

5 

6 

7 

Composite 8 

Composi te 8 

EXHIBIT LfST 

Wi tness 

LaGuardia 

Hoffman 
Kube rek 

LaGuardia 

Hoffman 
Kuberek 

LaGuardia 

LaGuard ia 

Kubere k 

Ku berek 

Deni s 

Czu ra 

McDonald 

Desc r iption 

1988 Decommiss i oni ng 
Study - St . Lucie 
Units Nos. 1 & 2 as 
Revised on June 29 , 1988 

1988 Decommissioning
Study - Turkey Point 
Units Nos . 3 & 4 a s 
filed o n Ju ne 29 , 1988 

Cost and Sche dule 
Estimate Summary for 
t he St . Lucie Nuc lear 
Units Nos. l & 2, 
Document No . 1 

Cost and Schedule 
Estimate Summary for 
t he Turkey Point 
Nuc lea r Unit s Nos . 3 & 
4, Document No . 2 

Excerpts f rom the 
Florida Municipal Power 
Agenc y and Or lando 
Utilities Commission 
Par t ici patio n Agree 
ment, Document No . 1 

Decommissioning 
Funding Alternatives, 
Qualif ied vs . 
Non-qualified, Document 
No . 2 

Nuc l ear Decommi ssio ni ng 
Tab le , Document No . 1 

CR-3 Decommissioning 
Study, Sections 
t hrough G 

CR-3 Decommiss i oning 
Study, Section I 

B 
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Exhibit Numbe r 

Composite 8 

Staff 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

l~ i t ness 

LaGuardia 

Hoffma n 

Hof f man 

Ho ffma n 

Ho ffman 

Ho ffman 

Ho f ~:na n 

Hoff::-~an 

Hoffma n 

Hoffman 

Kuberek 

Czu r a 

Cz ura 

Czura 

Des cripti o n 

CR-3 Decommissioning 
Sludy , Sec i ons 11 
and J 

AnnuJ I Accrual Schedule 
-Tu rke y Po int Unit No. 
3 

Annu a I Accrua 1 Schedule 
- Tur ke y Po int Unit No. 
4 

Annua 1 Ace r u a I Schedu I e 
- S t . Lucie No . l 

Annu a l Accrua l Schedu l e 
- St . Luc i e Uni t No . 2 

Escalation Rate 
Analysi s - Turkey Po int 
Unit No. 3 

Escalation Rate 
Analysis - Turkey Point 
Unit No . 4 

Es c a l ation 
Analysis 
Unit No. 1 

Escalatio n 
Analysis 
un i l No . 2 

St . 

St . 

Rate 
Luc ie 

Rat e 
LUC ie 

Late Filed Depos ition 
Exh i bit No . 2 State 
St reet Trustee Statement 

!.ate Fil ed Depos ition 
Exhib i t No . 1 Study 
Evaluati ng Qualified 
vs . No n- qualified 
Elect i on (Pages l-12 ) 

U. S. Long-Ter m Review 

Annu a l Accrual Schedule 
Crys tal River Unit 

No . 3 

Esca lation 
Ana l ysis 
River Unit No . 3 

Rate 
Crystal 

I 

I 

I 
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Exhibit Number 

Staff 

22 

Witness 

Denis 

Descriptio n 

1985 FPL 
Study 

Interim 

Excerpts from 
Depre ciation 
Nuclear 
Ret irements for 
Point Units 3, 
Commo n 

Turkey 
4 and 

PARTIES' STATEMENT OF BASIC POSITION 

FPL: fPL, pursuant to the procedures estab lished in Docket No. 
810100-EU, has c ompleted and filed new decomm i ssioning studies 
for its nuclear units, Tu ~key Point Un it Nos. 3 and 4 a nd St. 
Lucie Unit Nos . l and 2. Based on these studies FPL is 
requesting this Commission to authorize an increase in the 
a nnual accrual and funding of the reserves for the cost of 
decommissioning these nuclear units. 

Bas ed on these studies the total jurisdictional 
decommissioning cost estimates i n cu r rent 1988 dollars for 
Turkey Point Unit Nos. 3 and 4 were $1 60,210,146 and 
$188,172,816, respectively and for St. Lucie Nuclear Unit Nos. 
l and 2 , were $202,843,912 and $171,073,492, respective ly. The 
annual jurisdictional accruals for these units based upon the 
new decommissioning studies are $9,24 3 ,243 a nd $12, 62 8,212 for 
Turkey Point Nuclear Unit Nos. 3 and 4 and $9,923,209 and 
$8,092,801 for St. Lucie Unit Nos . 1 and 2, respectively . 

At this time FPL is not r equest i ng that its base rates be 
adjusted, however, the increased costs of nuclear 
decommissioning should be authorized to be included in cost of 
service, effective January 1, 1989 . 

fPC: FPC's basic position is that its Decommissioning Study 
was timely filed in January, 1987, in accordance with the 
five-year review i nterval previous ly established by the 
Commission, and that it provides a sound technical and economic 
basis for estimating the future cost of decommissioning the 
Crystal River 3 (CR-3) nuclear plant . Updates to the Study for 
rev1s1ons in escalation rates since t he Study was filed 
strongly support and confirm the reasonableness of the annua l 
decommissioning costs accrual approved by the Commission, 
effective January l, 1989, in Order No . 18627, Docket No. 
870220-EI. The Study updates indicate the need for an annual 
accrual of $9,255,465, c ompared to the accrual of $9,251,000 
approved by the Commission. 

STAFF: The estimated decommissioning costs s ubmitted in the 
FPL and FPC studies are based o n the assumption that 
no n-co ntaminated as well as contaminated c ompo nents at the 
nuclear plant sites wi 11 be dismantled or decommissioned upon 
the license terminatio n of each unit . In Staff's opinion , 
non- contaminated component s and facil ities cou ld be retained 
and used for future generation of electricity a nd therefore 
logic would dictate t hat the di smantleme nt of these assets be 
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recovered through the use of lives a nd costs specifically 
related to t hem. In cost studies submitted wi th t his docket, 
however, there is no way t o distinguish between t he costs of 
dismantling contaminated and no n-contaminated assets at the 
time of decommissio ning the nuclear facilities . For this I 
reason, Staff ' s positio n is to basically accept each compa ny's 
est imated decommissioning costs at this time with the exception 
of the contingency allowance. The companies should, however, 
be required to submit no later than two years from the date of 
the order in this proceeding new studies based o n the premise 
that the non-contaminated assets at each nuclear unit could be 
used with a subsequent genecating sou rce of electricity after 
decommissioning of the contaminated components. 

The annual accrual amounts proposed by FPL a nd FPC should 
also be adjusted to reflect esca lation rates using projected 
inflation rates as of December, 1988. Further, in o rder to 
ensure the availability of the decommissioning f unds at t he 
time o( license termination, the companies should be required 
to qualify the funds on a prospective basis purs uant to Section 
468(a) o f the Internal Revenue Code . 

New accrual amounts for FPL should be implemented by FPL 
as of January 1, 1989 . Any change to the accrual amount 
approved for FPC in Order No. 18627, Docket No . 870220-EI, 
should be implemented as of January 1, 1990. 

STATEMENT OF ISSUES AND POSITIONS 

• Issues mar ked with an asterick are required by the 
Interna l Revenue Service. 

ISSUE 1: Are there components and facilities now a~ the 
nuclear production units which could be retained to generate 
electricity with another steam source after the removal of t he 
current contaminated steam generatio n components? 

FPL: It is unknown at this time . Components with potentia l 
for reuse after decommissioning would be limited to the nuc l ea r 
non-contaminated components . These would primarily include 
po rtions of the turbine-generator power block, cooling system 
and electrical grid interconnecting facilities. The usability 
of these components however, wi 11 depend on the wear-and-tear 
status at the time reuse is commenced, the economic viability 
o f such reuse and the conformance to future regulatory 
standards. (Denis) 

FPC: While it is possible that certain components and 
facilities at CR-3 could be used wi t h a new, non- nuclear steam 
source, FPC believes this possibility is unl i kely and should 
not serve as the premise for funding future decommissioning 
costs. (LaGuardia) 

STAFF : Yes, there are portions of the nuclear electric 
generat ing units that. if no t radioactive, could be retained 
and used for future generation of electricity. (Woerner) 

I 

I 
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ISSUE 2 : Should the dismantlerneat of non-r:ontaminated pl ant 
C'J:t'pvner.ts be included i n the fu nc!1 ng fo r • 11.clea r 
Dec:;m.":lission ing", o r recovered sepa rately t hroug h tne use .) ~ 
lives and c o sts specifically cela~ed to those no n- cont:arni nate1 
reusable components? 

FPL: At this time , t he dismantlemen t of the nuclear 
i10'il-co ntamina ted plan t compo nents is and s hould be included in 
t he f unding for nuclear decommi s sioning. l f the nuclear 
non-co ncam1 nated portion o f t he u:1i t is ret ire d at the same 
time as the nuclear contaminated portion, there would be no 
significant diffe r e nce i n :oca l costs si nce such c o sts have no t 
been considered i n cur ren t deprecia t i o n studies a nd t he removal 
o f such c os ts from the decommissio ning study would cause a n 
o ffsetti ng deficiency in depreciation reserves. However. if at 
a f uture time the nuclear: non-contamin.Jted po r tion is 
dete rmined t o have a useful life beyo nd t he nuclear 
c ontaminated portion. it may be preferable t o recover t he 
r e lated r e moval costs as a c omponent o f depreciati o n to more 
c l osely :natch these costs with eac h unit ' s perio d o f 
gene ration. (Kuberek) 

FPC: FPC 
tota l cost 
t he c osts 
facilities 
(!..aGuard:a) 

believes it is pref e r able to c o ntinue funding t he 
of decommissioning CR-3 . FPC agrees •<~ith Staff t hat 
of dismantling contaminated and non-contaminated 
cannot be properly disti ngui s he d at this time. 

ST.;FF: T!"le d ismantlement of non-co nt ami nate d p lan t components 
s!lou l~ be ::ecovered separate l y th rough t he us e o f lives and 
ccs~s specifically related to those c omponents . Howe ver, based 
o n t he current stud ies filed in this proceeding, the r e is no 
way to disti ngui s h between the costs o f dismantling 
c ontaminated and potentially no n- c o n tami nated assets at the 
time o f decommission ing . (Woerner ) 

ISSUE 3 : Should a decommissio ning cost study be r equ i r e d from 
e ach c ompany addressi ng the e xclusi o n of non-cont an inated 
components and f acilities whi ch can be used for generati o n of 
power subsequent to decommissio ning o f the present nuc lea r 
compo nents? [f so, i n what time- frame shou ld the y be requi red? 

FPL: [t does not appear that there :s any bas is to conclude 
t hat nuclear non-contaminated componen t s will have any 
signi fi c ant value upon decomm i ssion ing . l f it can l ater be 
estab lished that the nuclea r non - contami nate d components and 
f acilities have a useful life beyo nd t he nuclear c ontami nated 
facilities, a cost study should be required a nd the removal 
cost o f the nuclear non-contaminate d port i o n s hould be spread 
over the extended period the unit would provide generatio n . 
Since decommiss i oning studies are filed no less freque n t tha n 
every fi ve years, a ny change to e xclude no n-contaminat e d 
components ::~nd facil ities s houl d be inco rpo rated in the 
Co:npany· s nex t studies . (Kuberek, Deni s ) 

FPC: Fut~;re decommi!:s i o n ing stud i es s hould be p r e m1 sed o n t he 
plan considered most like ly to occu r, clS opposed to a plan 
whi c h is o n l y a poss i bi lity. FPC does not be l ieve that 
retro fitti ng a no n- nuclear s team source to unconta~i nated plant 
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facilities is likely to occur. However, if t he poss ibility of 
such a plan is to be pursued, its feasibili t y should be 
separately evaluated befo re deciding whether to base t he next 
decommissioni ng studies on this plan. (LaGuardia) 

STAFF: Yes, Florida Power & Light · and Florida Power 
Corporation should file a new site-specific Nuclear 
Decommissioning Study for each of t he ir nuclear generating 
plants premised on the possibility that. at the termination of 
the operating license, the non-contaminated portion o f the 
nuclear plant assets could be used with a new generating 
source. These studies should be s ubmitted no later than two 
years from the date of the o rder in this proceeding. (Woerner) 

•ISSUE 4: What met hodology s hou ld Florida Power Corporation 
and Flo rida Power & Light utilize to decommission their nuclear 
units? 
FPL: The app rop riate methodology for decommissioning Turkey 
Point Unit Nos. 3 and 4 i s an Integrated Prompt 
Removal/Dismantling approach. The In tegrated Prompt 
Remova l/Dismant 1 ing for Turkey Po int is presently the lowest 
cost method and was chosen , among other reasons, because it 
utilizes those individuals familiar with t he nuclear facility 
to suppo r t the dismantling effort and is the method recommended 
by the Nuclear Regulatory Comm i ssion (NRC). 

The appropriate methodology for decommissioning St . Lucie· Unit 

I 

Nos . 1 and 2 is a Mothball/Prompt Integrated Dismantling I 
approach. The Mothball/Prompt In tegrated Dismantling approach 
is the lowest c ost method and. due to t he difference in license 
exp iration dates. allows for a one time mobilization of 
contracto r perso nnel and equipment by mothballing Unit No. 1 
until the expiration ~ f Unit No . 2's license. (HJffman, 
LaGuardia) 

FPC : The appropriate decommissi , ning methodology for CR-3 is 
the Prompt Removal/Dismantlement approach . (LaGuardia ) 

STAFF: The methodology that FPC and FPL should utilize to 
decommission their nuclear units is as follows: 

Turkey Point Unit No. 3: 

Turkey Point Unit No . 4: 

St. Lucie Unit 1 : 

St. Lucie Unit 2: 

Crystal River Unit 3: 

Integrated Prompt/Removal 
Dismantling 

Integrated Prompt Removal/ 
Dismantling 

Mothbal l/Prompt Integrated 
Dismantling 

Integrated Prompt 
Removal/Dismantling 

Prompt Removal/Dismantling I 
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ISSUE 5: Should there be 
tne total cost at t hi s 
percen tage be? 

a contingency 
time, and if 

allowance 
so, what 

app lied to 
s hould the 

FPL: Yes. The contingency percentage is 25\. This percentage 
provides for the costs of high probability program problems 
where t he occurrence , duration, and severity cannot be 
accura tely predicted and have no t been included in the basic 
estimate. The cont i ngency pro vides for site specific problems 
that may arise and does not represent a provision for 
inaccurate c os t estimates . If cost est imates were to be made 
at the time o f commencement of decommiss ioning activities they 
would also include a conti ngency allowance of 25\. Contingency 
items that could occur include c hanges in the regulatory 
requirements, the effects of craft labo r st rikes, bad weather 
halting o r slowing down waste shipments to the burial grounds, 
equ ipment/tool breakage. changes in t he anticipated plant 
s hutdown conditions, etc. Su~mation of the categories 
examined, yielded an average c onti ngency of approximate ly 25\. 
(LaGuardia) 

FPC: Yes . The contingency allowance included in FPC's 
decommissioning study is intended t o provide fo r the costs of 
problems that cannot be accu r ately predicted at the time 
decommissioning activities begin. It is not an al l owance for 
uncertainties due to the time period between now and when those 
activities begin. Acco rdingly, subsequent five-year review 
proceedings will not affect the necessity for a contingency 
allowance. Sound engineering j udgment based on actual 
decommiss ioning experience indicates that a 25\ contingency 
a llowance is reaso nable . (LaGuardia ) 

STAFF: Since the pu rpose o f a five year m1 n1mum review of the 
companies · decommissioning funds is to "zero in" on the actual 
cost o f decomm i ssioni ng, a contingency facto r is no t warranted 
at this time. 

*ISSUE 6: What is the estimated a ppro pr1ate cost in cur rent 
{January 1, 1989) dollars t o decommission each o f tt e nuc lear 
units? 

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

Estimated Future Costs 
at 111/89 

$163,143,465 
191,618,110 
206,557,821 
204,031,505 

The above was based on t he Company's November, 1987 
Inflation Rate Forecast . An updated Infl at ion Rate Fo recast is 
expected to be completed by the Research Economics and 
Fo recasting Department in May, 1989 . (Hoffman, LaGuardia) 
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FPC: The appropriate estimated total cost in current dollars 
(ii'S o f January 1. 1989) to decommission CR-3 is $195,133,000. 
(Czura) 

STAFF: The estimated cost in current (January l. 1989) dollars 
to decommi ssion each of t he nuclear units o n a total company 
basis excluding any contingency allowance is as fol l ows : 

Turkey Point Uni t 3: 
Turkey Point Unit 4: 
St. Lucie Unit 1: 
St. Lucie Unit 2: 
Crystal River Unit 3: 

$130,736,000 
153,629,000 
168 ,823,000 
163,631,000 
156,106,000 

*ISSUE 7: What is the appropriate methodology and escalation 
rate to use in converting the current estimated decommissioning 
cost to the future decommissioning estimated cost? 

FPL: An escalation rate methodology which cons iders the 
potential for escalation rate differences between the 
decommissioning activities of decontaminat ion, removal, 
packaging, shipping , burial , staff and other is used . These 
activi t ies are separated further into labor . mater ial and 
other. Costs identified were inflated by use of the Comp~ny' s 
Inflation Rate Fo recast and/or Average Hourly Earnings Index i n 
addition to Producer Prices Indices and GNP Deflator when 
appropriate. 

The escalated costs for each of t he different 
decommissioning activities were deter~ined fo r each year of the 
study. Summing the escalated costs of dll activ ities for a 
particular year and c ompa ring this cost relative t o the 
previous year's cost provided t he annual escalat1on rate for 
the total decommissioning process fr om one year to the next. 
This process was repeated for each o f the four nuclear units 
over the applicable analytica l horizon. 

An overall effective rate, equivalent to t~e year by 
year rates was determined for each unit and are s hown below: 

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

OVERALL ESCALATION RATE 

5 . 4\ 
5. 4\ 
5 . 5\ 
5.4\ 

The above was based on the Company's November, 1987 
Inflat ion Rate Fo recast. An updated Inflation Rate Fo~ecast is 
expected to be completed by the Research Economics and 
Forecasting Department i n May, 1989. 

(Hoffman) 

FPC: The methodology used by FPC in its Decommiss i o ning Study 
for conver t ing the cu r rent es tima te of decomMiss ioning costs to 
future costs is appropriate. The appropriate escalation rate 

I 
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to. use in converting 
costs (in January l, 
(Czura) 

CR-3 · s current estimated decommissioning 
1989 dollars) to future costs is 6. 66\. 

STAFF: The methodology used by Florida Power & Light and 
Florida Power Corporation in t he ir escalat'ion ra te analyses is 
reasonable for determining an appropriate escalation rate. The 
disparity among these numbers results from differences in the 
time frame and cype of infl ation measures used by each party . 

The appropriate escalation rate to use in converting the 
current (1-1-89) estimat ed decommissioning cost to the future 
decommissioning cost fo r each nuclear unit is based o n 
projected inflation rates as of December, 1988. 

Turkey Po int Unit 3 : 
Turkey Point Unit 4: 
St. Lucie Unit 1 : 
St. Lucie Uni t 2: 
Crystal River Unit 3: 

6 . 35% 
6 . 34 
6 . 63 
6 . 48 
6.67 

•ISSUE 8: What is t he tota l es t imated cos t o f dec ommi s sioning 
each unit in future dollars based upon prese nt o perating 
license terminatio n date? 

LICENSE EXPIRATION EST. FUTURE COST 

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

Apri 1 27, 2007 
Apri 1 27, 2007 
March 1 , 2016 
April 6, 2023 

$ 503,344,063 
621, 942,760 

1,370,729,178 
1,473, 080,158 

The above was based on the 
Inflation Rate Forecast. An updated 
expected to be completed by the 
Fo recasting Department in May, 1989. 

Company's November, 1987 
Inflation Rate Forecast is 

Research Eco nomics and 
(Hoffman, LaGua rdia) 

FPC: The tota l estimated cost of decommiss i o n i ng 
future dollars based upon its pre sent operating 
termination date of December 3, 2016 is $1,471,378,780. 

CR-3 in 
license 
(Czura) 

STAFF: The estimated total cost of decommissioning each 
nuclear unit in future do llars based upon present operating 
license termination dates, the escalation rates stated in ISSUE 
7 and excluding any contingency allowance is as follows: 

Turkey Poi nt Unit 3: 
Turkey Point Unit 4: 
St. Lucie Uni t 1: 
St. Lucie Unit 2: 
Crystal River Unit 3: 

$ 489,125,361 
608,703,970 

1,637,325,998 
1, 73411271975 
1,180,573,324 
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• ISSUE 9 : As presently planned , in which ye ars will the funds 
accumulated in the Nuclear Decommissioning Trust Funds be 
expended, by unit? 

Uni t 

Turkey Point Unit 3 
Turkey Point Unit 4 
St. Lucie Unit 1 
St. Lucie Unit 2 

(Hoffman, LaGuardia) 

Year(s) of Fund Expenditu res 

2005-2013 
200 5- 2014 
2014-2028 
2021-2028 

FPC : As presently planned , funds fo r decommissio ning CR-3 will 
be expended in the years 2015 through 2023. (Czu ra, LaGuardia) 

STAFF: As presently planned, the 
Nuclear Decommission ing Tr ust Funds 
following years: 

funds accumulated 
will be e xpended 

i n 
i n 

t he 
the 

Unit 

Turkey Po int Uni t 3 
Turkey Po int Uni t 4 
St. Lucie Unit 1 

Year(s) of Fund Expe nditu res 

St. Lucie Unit 2 
Crystal River Unit 3 

2005-2013 
2005-2014 
2014-2028 
2021-2028 
2015-2023 

• ISSUE 10: Wha t 
sioning, by unit, 
will be expended? 

is the estimated future cost of decommis
in each yea r in which decommissioning funds 

Turkey Poi nt Pl a nt: 

Integrated Prompt Removal/Dismant l i ng 

Yea r of 
Decommission i ng 

2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 
2013 
2014 
Totals 

(Hoffman , LaGuardia) 

Estimated Future Cost 
Unit No. 3 Unit No. 4 

$ 1,115 , 261 
4,757,530 

30,421,764 
94,863,296 

126,463,249 
133,292,265 

67,745 ,3 50 
33 ,067,696 
11,617,652 

-----------
$ 503 . 314 .063 

$ 611,541 
2,662,549 

22,037,228 
32,891 ,160 

110,230,751 
146,870,251 
154,80 1 ,24 5 
86,896 ,867 
51,398 , 161 
13 , 543,007 

WL942 .760 

I 

I 

I 
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St Lucie Plant: 

Mothball/Prompt - Integrated Dismantling 

Year o f 
Decommissio ning 

20 14 
2015 
2016 
2017 
2018 
2019 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
Tota l s 

(Hoffman , LaGua rdia) 

Estimated Future Cost 
Un it No. 1 Unit No. 2 

$ 1,852,197 
7, 299,0 18 

78,763,0 17 
28,331.287 
12,680, 922 
13,378,372 
14,114,183 
14,890,463 
7 6 , 5 34, 689 

262 , 488 ,312 
287,329,270 
303,132 ,380 
134,676,440 
124,327,707 
10,930 , 921 

s1. 370 . 729 . lJ8 

$ 1. 276 ,476 
5,333,059 

61.780,306 
272, 605,419 
353,44 5 ,292 
372, 511.338 
232 . 741.082 
173,367,186 

$1. 5]1 . 080 . 158 

FPC: As presently planned, total c osts for decommissioning in 
CR-3 wi ll be incurred in the fol l owi ng future do llar amounts: 

Year o f 
Decomm i ssioning 

2015 
2016 
2017 
2018 
2019 
2020 
2021 
2022 
2023 
Total 

(Czura) 

Estimated Future Cost 
Uni t No. 3 

$ 35,395 ,715 
37,753,070 
40,2 67,4 25 

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

$1. 471. ]78 . 7 8 0 

STAFF : The estimated future c os t o f decommissioning, by unit , 
on a tota l compa ny basis as ca l culated i n ISSUE 8, in each year 
i n wh i ch decommi ssioning funds will be expended is as fol l ows: 

Turkey Poi nt Plan t 

Year o f 
Decommissioning 

2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 
2013 
2014 
Totals 

Estimated Future Cost 
Unit No. 3 Unit No. 4 

$ 1. 0 41.0116 
4,480,877 

28,910,002 
90,962,296 

122 ,355 ,839 
130,125,435 
66,732,0 12 
3 2 ,866,783 
11,651.071 

-----------
$489 I 125 0 36 1 

s 570,068 
2 , 504 ,741 

20, 9 15, 128 
31,4 94, 809 

10 6,4 9 2,006 
143,154,190 
152,230,165 
86,215,517 
51,44 9 ,947 
13, 677,399 

$ 608 .703.970 
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St Lucie Plant 

Year of 
Deco mmissioning 

2014 
2015 
2016 
2017 
2018 
2019 
2020 
202 1 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
Totals 

Crystal River Plant 

Year of 
Decommissioning 

2015 
2016 
2017 
20 18 
2019 
2020 
2021 
2022 
2023 
Tota l 

Estimated Future Cost 
Unit No. 1 Un it No . 2 

$ 1,997,130 
7,953,530 

86,749,149 
31.538,523 
14,267,704 
15,213,653 
16 ,222,318 
17, 297,858 
89,859,167 

311,489,720 
34 4,61 9,204 
367,467,457 
165,009 ,098 
153,960,4 53 

11.3 ,68 1,036 
$1,637.3 25 . 998 

Estimated Future Cost 
Unit No. 3 

$ 28,388,267 
30,281,765 
32,301,558 

257,533,984 
274,711,501 
293,034,758 
125,733,313 
67,059,161 
71,529,016 

$1.180.573. 324 

$ 1,433,133 
6 ,048,660 

70,790,767 
315 , 566 , 763 
413,338,362 
440,122,688 
277,786,328 
209, 0<11,255 

$1.734 . 127 . 975 

•ISSUE 11: What is the projected date t hat e ach nuclear unit 
will no longer be included in rate base for ratemaking purposes? 

FPL: For purposes of the present decommissioning filing, the 
Co·mpany projected that the nuclear units would be retired and 
removed from rate base for ratemaking purposes as fo llows : 

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

(Kuberek) 

Apri 1 27 , 2007 
Apri 1 27, 2007 
March 1, 2016 
April 6, 2023 

FPC: The projected date that CR-3 wilt be removed from rate 
base is December 3 , 2016, t he date its operating lice nse is 
scheduled to terminate . (Czu r a ) 

I 

I 

I 
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STAFF: The projected date that each nuclear unit will no longe r 
be included i n rate base f o r ratemaking purposes is predicated 
o n each u nit's license e xpiration date. 

Turkey Point Unit 3: 
Turkey Point Unit 4: 
St . Lucie Unit 1: 
St. Lucie Unit 2 : 
Crys tal River Unit 3: 

April 27, 2007 
April 27, "2007 
March 1, 2016 
April 6, 2023 
December 3, 2016 

ISSUE 12: Do fPL and FPC comp ly with NRC requireme nts as they 
pertain t o control o f the decommissioni ng funds? 

fPL: The final rule set forth by the Nuclear Regulato ry 
Commission (NRC) requires t hat the Company submit a report to 
the NRC by July 27 , 1990, indicating how reasonable fi nancia l 
assurance will be provided that funds will be available fo r 
decommissi o ni ng. Financial assurance is to be p r ovided by 
either prepayment prior to the start of operation, externa l 
sinking fund o r a surety me thod, insurance or o ther gua rantee 
met hod. The e xternal sinking fu nd method as defined in the 
fi na l ru le is •a fund established and maintained by setting 
funds aside periodically i n a n account s egregated from licensee 
assets and outside the licensee's administrative control in 
which the total amou n t of f unds would be sufficient to pay 
decommissioning costs at the time terminat ion of the operation 
is expected. An externa 1 sinking fu nd may be in t he form o f a 
trust, escrow account, govern,ment fund, certificate of deposit 
or deposit o f government securities.• 10 C.F.R. §50 . 75(e)(l) 
(ii). The Company provides for fi na ncial assurance through 
mon t hly contributions to its Nuclear Decommissioning Funds. 
These nuclear decommissioning funds are in the form of a trust 
with State Street Bank a nd Trust Company as trustee for each 
trust. Based o n the Company· s interpretation of the NRC final 
rule, the Company be lieves its method would constitute an 
external sinking fund which complies •.o~ith the fina l rule and 
that reasonable financial assurance will be provided that funds 
will be available for decommissioning. After the Company 
submits its report to the NRC, should the NRC impose a ny 
additional requirements pertaining to t he contro l o f t he 
decommissioning funds, the Company will comply with s uch 
r equirements. (Kuberek) 

FPC: NRC regula tio ns (Section 50.75) require each electric 
ut ility licensee to certify that "fina ncial assurance" for 
decommissioning will be provided by one of three enumerated 
methods . One such method is an "external sinking fu nd," which 
is defined as "an account segregated from licensee assets and 
outside licensee's admi ni strative control," wh ich "ma y be i n the 
form of a trust, escrow account, (e t c . )." FPC's establishment 
of an e xterna l trust fund u nder the adminis trative control of an 
independent trustee c omplies with this requirement . (McDonald) 

STAFF: Yes, FPL and FPC comply wi t h NRC requireme nts as they 
pertain to control of the decommissioning fu nds. 
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ISSUE 13 : Do FPL a nd FPC comply with NRC 
pertain t o the man agement o f t he 
decommiss i o ning trus t fu nds? 

requirements 
i nvestmen t s 

as 
of 

they 
the 

FPL: The managemen t o f t he investment o f the fund assets is I 
C'U"rrently performed by Staff wi th i n the 'F i nance Depa : tment of 
FPL. 

The final r ule set forth by the Nuclear Regulatory 
Commiss ion (NRC) requires that the Comp any submi t a r epo r t t o 
t he NRC by July 1.7 , 1990, indicating that reasonable fi n a ncial 
assura nce wi 11 be provided t hat fu nds wi 1 1 be avai !able for 
deco mmi ssio ning. As described in Issue . 2 , t he Company's 
decommissioning funds are in t he f o rm o f a n ext e rnal si nking 
fund pursuant t o the final rule. There is no requirement in the 
final rule or in a ny other regul a t ion s promulgated by the NRC 
t hat mandate t he use o f an external i nvest~en t manager for 
nuclea r decommissio ning funds. The r inal rule does requ ire that 
a licensee utilizing a n e x ternal s ink ing fund set aside monies 
c omposing the externa l si nki ng fund "in a n acco unt segregated 
from licensee's a s s ets and o utside licensee's administrative 
contro l. '" 10 C.F.R. §50 . 75 ( e ) (1) (ii). Because o f po tential 
diffe r e nces i n in terp r etati o ns of the f o rego ing language, the 
Company's o utside counse l contacted the NRC for clarif icatio n. 
The NRC has indicated they wil l construe this language to 
require only that the trustee o f t he decomis s ioning fund must be 
unrelated to t he licensee . Based o n t he Company' s 
interpretatio n o f the final rule and NRC c larification, the 
Compa ny believes its current method o f investment management of I 
the nuclear decommissio ning fund investmen ts complies with the 
NRC requ irements a nd that s ho uld t he NRC require external 
manageme nt of the decomm i s s i o ning fund investmen t s, t he Company 
wil l comply with such requiremen ts . (Ku berek, Hoffman) 

FPC: FPC is no t aware of any NRC ~ equirement pertaining to the 
management of the investments o f its decommissioning trust 
fund. If NRC r eg u lations are s ubsequently deemed by i t to be 
applicable t o i nvestmen t ma nagement , FPC wil l c omp ly with any 
such reuqirements t o the exte n t it is not a l ready in 
compliance. (McDo nald ) 

STAFF : No positio n at t hi s time . 

ISSUE 14: Do FPL and FPC com~ l y wi t h I RS requi cements as they 
pertain to contro l of the decommissio n ing funds ? 

FPL: Yes. For a qual i fied nuclear decommission i ng fund, 
Treasury Regulati o n Section 1.468A- S ( a ) requires t ha t "a nuclear 
d ecommiss i o ning fund must be es t abli s hed and mai ntained at all 
times in the United States purs uant t o a n a r rangement that 
qualifies as a trust under S tate l aw. Such trust must be 
established f o r the exclusive purpose o f pro viding funds f o r 
decommissio ning o f o ne or mo r e nuclear power plants, but a I 
s i ng le t r ust ag r eement may e stabl ish mult i ple funds for such 
purpose.· The Company establi s hed a nd mai n tai ns its 
decommissio ning funds i n a trust wt t h Sta te Street Bank and 
Trus t Company as trustee o f each trust . This arrangement 
c omplies wit h the IRS requ i remen ts . 
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The Inte rnal Reve nue Code and Treasury De partment 
Reg ul at i o ns do not p rescribe requ i cements 
nuclear decomissioning fund. ( Kuberek) 

for a no n-qua lifi e d 

FPC: I n o rder for contributi ons to a nuclear decommissioning 
fund to qualify f o r a curren·t inco me tax deduc tion unde r I RS 
requl ations (Sectio n 1.468A-5), t he fund "must be estab li s hed 
and !Tla i ntained . pursuant to an arrangemen t t hat qua lif ies 
as a trust under State law. FPC's establi s hment of a n e xternal 
dec ommissio ning t r u s t fund u nde r the c ontro l o t an independent 
t rustee compl i es with this requirement. (McDo n a ld ) 

STAFF: No position at thi s ti~e . 

ISSUE 15 : Do fPL and fPC comp l y wi t h IRS r e quirements as t he y 
pertain to the ma nagemen t of the investment s of the 
decommiss i o ning t r ust fu nds? 

FPL : Internal Revenue Code Section 468A a nd t he Treas ury 
r equlatiu ns a pplicable to Sectio n 468A do no t r equire e x ternal 
ma ndgemen t o f nuclear decommissioning funds . They do requ i re 
t ha t the fund s o nly be i nvested in pub l ic s ecurities o f t he 
Uni ted States , o bligatio ns o f state a nd l ocal governme n t o r time 
and demand depos its i n a Ba n k o r i nsure d Cre dit Uni on . 

The ma nageme nt o f the fu nds • assets is pre s e ntly per formed 
by Sta f f within t he Finance De partment o f fl o rida Power & Light 
CGmpa ny. Investment criteria e stabli s hed fo r the qualified fu~d 
is limited to t hose require d under t he Intern a l Revenue Code . 

The Internal Revenue 
Regula tio ns do not pre s cribe 
nuc l ear decommissioning f und. 

Co de a nd Treasu r y Department 
requi cements f o r a non-qualified 
(Kuberek, Hoffman) 

FPC: I RS regulat i o ns (Secti o n l.468A-5 ) require t he asset ~ of a 
qua li f ied decommissio n ing fund to be investe d in (l) pubLc de bt 
s ecuri t ies o f t he United States , ( 2 ) obligatio ns of a State or 
l ocal government not in defaul t , v r ( 3 ) t ime or demand de pos its 
i n a bank o r c redi t union . T he i nves t ment ma nagemen t o f FPC ' s 
decommissioning trus t fund comp lies wi t h t hese requ i r ements. 
(M.cDonald) 

STAFF : Yes, FPL a nd FPC comply with IRS requiremen ts 
pertain to the management of t he investments 
decommi ss ioni ng t rust funds. 

as 
o f 

they 
t he 

ISSUE 16: What a r e t he fee structu res a s s ocia t ed with t he 
admini stration a nd ma na gement of t he decommi ss i o ning trust funds 
for flo rida Power & Li ght and F l orida Powe r Corporat i on a nd are 
these a ppro priate? 

FPL : The f ee structures for FPL are appropriate. 
Admin i s tra tio n fees payable to the tr ustee, St ate Street, are 
assessed o n a slidi ng scale based o n t he mar ket value of the 
s ecu rities . The cur ren t fee structure is as fol l ows : 

F irst $ 5 mi llion 
Nex t $ 10 mill ion 
Next $15 million 
Ne xt $ 20 million 
Over $ 50 millio n 

l/5 t h of 1·~ 
1/ lO th o f 1% 
l/20 t h of 1% 
!/30th of 1% 
1/SOth of 1% 
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In addition, nomina l transaction a nd acco unting f ees are 
c harge d. 

The ma nagement of the Fund· s assets is presently performed 
by Staff within the Finance Departmen t , therefo re there is no 
fee st r ucture associate d with managemen t o f the decommiss ioning 
t rus t fund. (Hoffman) 

FPC: The fee structures for FPC are approp ri ate . FPC pays the 
fol l owing a nnual fees : Trustee fees of 21100 of 1\ o f the 
market va lue o f the t ru st f und a nd investment manager fees o f 
29/100 of 1\ of the market value of the t rust fund. In 
addition , FPC pays investment perfo rmance e valuati o n consulting 
fees of $1. 438 for each quarterly perfo rmance evaluation. In 
1988, FPC ' s trustee fees tota l ed $4,11 5, a nd its investment 
manager fees totaled $78 , 480. (Mc Do nald) 

STAFF': At this time , each company' s fee structure appears 
reasonable. 

ISSUE 17: Are the parties owning a n interest in t he nuclea r 
units o f Florida Power & Lig h t a nd Fl o rida Power Co rpora t ion 
providing their s ha re o f the total decommissioning c os t s? 

F'PL: The participatio n agreements are associated wi t h St. Lucie 
Unit No. 2 and are between the Co mpany a nd Flo rida Municipal 

I 

Power Agency and Orlando Utilities Comm i ss i o n, r espectively. I 
These agreements state that the participants sha ll make funds 
•available for payment o f decommissioning ( a nd disposal) costs 
on the same bases and wit h the pr i ority as ( t hose) provided by 
the Company.· 

In Septerr.oer 1983, the Company not ified e ach pa rttc ipan t o f 
their required a nnual con t r ibu tion to t hei r decommissioning 
fund. To verify that each partici pan t is making t he requ ired 
c ontribution the Company requires copies of each participant' s 
audited fi nancia l statements. The notes to thes e s t a t ements 
indicate tha t the participants have t he required fu nd s depos i ted 
i n separate restricted accounts. (Kuberek) 

FPC: The 10\ co-owners o f CR-3 are cont ractually obligated to 
provide thei r pro ra ta sh ilr e of the plant's decorrunissioning 
c osts. (McDo nald) 

STAFF': It appears that each Company has made necessa ry 
arrangeme ·nts t o ensure that t he pa rt i es owning an i n terest in 
each of the nuclear units are pro v idi ng for their fair s hare of 
the total decommissioning costs. 

ISSUE 18 : What is a n app r op riate investment strategy for a 
nuc lea r d ecommiss i o n i ng trust fund? 

F'PL: Our i nvestmen t st rategy is a n approp r iate o ne in that it 
meets the primary o bjective o f the fu nd which is to pro vide the 
capital necessary fo r the decomm i ssioning 0 f t he Company's 
.tuclear power plants at the end o f t heir resp~ctive licensing 
periods. To accomplish this. the strategy is to ma ximize the 

I 
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ea rnings growth of the po rt folio wh ile mai n taining a h igh degree 
of safety so as to mini mize future customer contributions. 
Since es tablishing the fund in 1983, the Company has pu rsued a 
st r ategy of usi ng tax-advantaged fi xed income instruments, 
namely, mun icipal bonds and preferred stock . (Hoffma n} 

FPC: Agree with Staff. FPC " s current strategy is c o nsistent 
wi th the investment guideli nes for a q ualified trust fund under 
Sectio n 468(a) of the Internal Revenue Code. (McDonald) 

STAFF : The appropriate investment stra t egy f or a nuclear 
decommissioning trust f und s hould e nsure that each dollar 
contributed t o the fund is availabl e at the tirne of 
decommissioning and that the fund ' s assets earn a consistent 
positive real return o ver a market cycle. 

ISSUE 19 : Should a minimum fund earnings rate be imposed a nd , 
if s o, how should that rate be determined? 

FPL: No the Commission should not estab l ish a mi n imum earn ings 
rate f o r the actual earnings performance o f the funds. Our 
investment s t rategy of maximizi ng the earnings growth o f the 
portfolio while maintaining a high degree of safety is 
compatible wi th the goal o f providi ng t he capital needed for t he 
decommissioning of the Company' s nuclear plants. Hi g h 
volatility in i n terest r ates makes it unrealistic to ass ume t hat 
a minimum earnings r ate can be consistently ach ieved for the 
overall fund on a tota l r eturn basis. For c omputationa l 
purposes . however, it is reasonable to use t he inflation rate as 
a proxy for the long term e xpected earnings rate as demonstrated 
in o ur analysis of historica l returns for Municipal 
i nstruments. (Hoffman) 

FPC: A minimum fund ea rn i ngs r ate s hould not be mandated . 
Nonetheless, over the l ong-term, t he fund s ho u l d be e xpect ed to 
maintain as a minimum the pu rchasing power o f t he contributed 
funds when measured by the Co ns ume r Price Index . However. this 
objective should not serve as a basis fo r imposing a penalty in 
the event earnings fall below the rate of inflation where the 
fund has been prudently managed. (McDona ld) 

STAFF: No position at t his time. 

•I SSUE 20: What is the assumed appropriate fund earn ings rate , 
net of tax, for a nuclear decommissio n i ng trust fund? 

FPL: Because o f t he inability to determine with comp le t e 
certa inty the future level of inflation o r investment premiums 
an a ppro priate fund ea rnings ra te cannot be determined . Since 
i nfl ation will play such a n important role in determining the 
f uture obligation of a decommissio ning fund, t he Company· hopes 
to achieve a return on the fund g reater t han the rate of 
i n flation . The Company's most recent analysis i ndicates tha t 
ba sed on long term historical relatio ns hips 1t is reasonable to 
expect a n average f und earnings rate (net o f tax) o f 5.6\ o r 
. 21\ over forecasted CPI. Since t he assumed earn i nqs rate is 
tied to the Company' s forecast of the CPI this r ate will be 
s ubject to change f r om time to time. (Hoffman) 
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FPC: Agree with Staff . (McDonald ) 

STAFF: The appropriate fund earnings rate, net of tax, for a 
nuclear decommiss i oning trust fund s hould be equa l to or greater 
than the rate of inflation. 

*ISSUE 21: How of ten should contr i butions be made to the 
company's decommissioning fund? 

FPL: In that the costs are recovered by the Company on a 
monthly basis, monthly contributions t o the fund are considere d 
t o be mos t appro priate. (Hoffman ) 

FPC: Agree with Staff. (McDonald) 

STAFF: Contributions should be made to each company's 
decommissioning f und once a month. 

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

requirements 
non-qua 1 if ied 

Tax Implications - The qualified fund allows the Company t o 

I 

take a current tax deduction for contributions to a qualified 
nuclear decommissioning fund. Contributions to a non-qualified I 
decommissioning fund are no t deductib l e currently, The tax 
deduction is deferred until the year decommissioning costs are 
incurred. Therefore, Federal and State income taxes are pa id 
currently on revenues co llected fo r decommissioning and recorded 
as prepaid taxes. 

The non-exempt earnings of both the qualiried and 
nonqualified nuclear decommisioning funds are currently taxable. 

Revenue Implications The revenue requirements fo r a 
qualified o r a non-qualified fund are the same as suming the 
inflation rate, tax rate and earnings rates are the same for 
both funding methods. (Kuberek) 

FPC: Assuming that their respective tax benefits are fully 
realized and that tax rates do no t change, t he overa ll revenue 
requirements of a qualified and non-qua lifie d fund would be 
approximately the same. However, a qualified fund wil l minimize 
any i nter-generational differences in revenue requirements which 
might otherwise occu r because of changes in the tax rate, or 
because of insufficient earnings to fu lly utilize the tax 
deduction at the time decommissioning costs are incurred . On 
the o ther hand, a non-qualified fund is permitted to make higher 
risk investments which affo rds it t he opportunity to earn higher 
rates o f return. (McDona ld) 

STAFF: No position at this time. 

ISSUE 23: Was it appropriate for Florida rower & Light and 
Florida Power Corpo ration to qualify the nuclear decommissioning 
funds under Section 468(a) of the Internal Revenue Code for 1984 
through ll987? 

I 
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lli.l Yes. After cons 1dorlng the reduction i n the corpo r a t e 

Federal i nc ome tax rata from 46\ to 3 4\ , effective Ju l y 1. 1987, 

the Company be l ieved t ho advantages of the qua l if i ed f und 

outweighed t he d i sadvan~agos f o r t hose years . The annual 

revenue requirements r oquos tod under t he petition as f iled would 

have been higher had the Company not made these elections . 

(Kube r ek) 

FPC: Ag r ee with SLaff. ( McDo n a ld) 

STAFF: Yes. to ensure the availability of t h e mon ies a t 

decommissioning, it was appro priate fo r the c ompan ies to qua l ify 

t he decommissioni ng funds. 

ISSUE 24 : Was it appro priate f o r Florida Power & L ight to no t 

qualify the nuclear dec ommiss i o n i ng funds under Section 468( a ) 

of the I n ternal Revenue Code fo r 1988? 

FPL: Yos. fl o rida Power & l.igh t Company bel i e ves t hat i t is i n 

t he custome rs best i n teres t no t to qual i fy t he nuclea r 

decommission i ng funds whon t he Federal income tax rate is 

extremely l ow as in 1988 . lC the Federa l income tax rate i s 

higher i n the y ear of decorrvn l ss ion i ng the cus t ome r wi l l benefit 

by the reduced revenue requirements associated with the tax rate 

d ! ffe rcntial. Also, the c us tomer may benef i t from g r eater fund 

e arn ings since t he i nvestmen ts i n t he non-qual i f ied fund a r e no t 

rest ri c ted as in the qual ified fund s . ( Kuberek) 

FPC : No pos ition. 

STAFF: No . t he most c o nservat ive approach 

availability of funds woul d have been 

Jecommi sslon ing funds l n 1988 r ather t han 

increases i n t ax ra tes . 

to ensuri ng the 
to qual ify the 
assumi ng f uture 

I SSUE 25 : Should u ti l i t y comp.:.ni es , prospectively, be r equired 
pu r suan t: to to qualify nuclear decom~issloning trust funds 

Sectio n 468 ( a ) o f t he Interna l Re venue Code? 

FPL: No. The Company must bo able to determine whether to make 

C'Oil'trlbuti ons to either t ho quali i ed or non-qualified nuclear 

decommission i ng fund based 0 11 cu rrent facts and c i r c umstances 

applicable to t he Company . rc t he Commission were to requi r e 

the Company to e l ect and make contribut i o ns to the qualif i ed 

funds . i t would take away t he Company · s ab ili t y to adap t t o 

c hanges i n circums t ances that migh t produce l ower r evenue 

r equiremen ts f o r ou r custome r s. (Kuberek) 

FPC : FPC believes its e l ection to seek qua l ified fund sta t us 

under Secti on 468(a ) i s justified by t he benefits associated 

wit h such qualification , but Lhat the decis i on whether o r no t 

qual:C ic3ti o n should be sought f o r each i ndiv idu a l tax year in 

the futu ro shou ld renal n wi t h t he utility, subject to t he burden 

to JUStif y t he r easo nableness of Its dec i s i on . (McDonald) 

STAFF : Yes . to assu re t he availabi l ity of 

deco~~i sslon ing, t he companies s hou ld 

prospectively , to qualify tho Cunds. 

t he monies at: 
be requ i r ed, 

329 



330 

ORDER NO. 21245 
DOCKET NO. 870098-EI 
PAGE 23 

•ISSUE 26: Wha t is the a ppropr iate annu a l ac c r ual i n equal 
do l lar amounts necessa r y t o recover f uture decommi ssio ning c osts 
over the r emaining l ife o f each nuclear powe r plant f CJ r Flo rida 
Power Corpo rat i o n and Flor i da Power & Light? 

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

To tals 

Jurisdictional 
Annual Accrual 

$ 9,243,243 
12, 628, 212 

9,923, 209 
8,09 2 , 801 

$3 9 .887,4 65 

Annua 1 Revem. ~ 
Requir ements 

$ 9,421,363 
12,871,562 
10,114,432 
8,248,752 

$10 . 656 .1ll.9. 

The revenue requ iremen ts exceed t he annual accrua l due to 
the need t o provide fo r Regula t o r y Assessme nt Fees, Gross 
Receipts Tax and Unco llec t i ble Accounts. (Ho ffman) 

Ef£!_ ln acco rdance wi t h t he settlement stipulation approved by 
Order No. 18627 in Docket No. 870220-El , the retail portion of 
FPC' s annual accrual f o r decommissi oning costs was i ncreased to 
$9,251,000. This increase was derived from FPC's 
Decommissioni ng Study filed in this docket. (Czura) 

I 

STAFF: The appropria t e j urisdictio nal annua l accruals necessary I 
to r ecover future decommi s s !. oning costs over the remaining life 
o ! each nuc le3r power pl a nt are as f o ll ows: 

Florida Power & Light 

Turkey Point Uni t # 3 
Turkey Point Unit # 4 
St. Lucie Unit # l 
St. Lucie Unit # 2 

Totals 

Current 
Approved 
Accrual 

$ 5,355 , 895 
3,914, 544 
4,884,338 
4, 6fi7,100 

$18.821.877 

Fl o rida Power Co rporation 

Change In 
Accrual 
Based o n 
Current 
Studies 

$ 1,561,250 
6,097,479 
2,973,778 
2,480,94 5 

$13. 11 3 .4 52 

Total 
Annual 
Accrua l 

$ 6,917,145 
10,012 ,023 
7,858 ,116 
7,148,045 

$J,L 9) 5 I 329 

Crystal River Unit # 3 $ 9 , 25 1 ,000 " " ($ 2,4 57,307) $ 6 ,793,693 

.. Per Order No . 1862 7 in Docket No . 8702 20- EI 

I 
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• rssuE 27: In which years are decommissioning costs projected 
to be included in the company ' s cost o f service a nd what a re the 
projected amounts that will be i ~cluded each year? 

FPL: Decommissi oning acc rual amounts will be included in the 
Company 's cost o f service each year until each unit's license 
expiration date. The accrual amounts Florida Power & Light 
Company is requesting are as follows: 

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

(Kuberek) 

FPC: Agree with Staff. (Czura) 

TOTAL COMPANY 

$ 9,412 ,479 
12,859 ,425 
10' 104' 895 
8,240,974 

JURISDICTIONAL 

$ 9 ,243,243 
12,628,212 
9 , 923,209 
8,092,801 

~TAFF: Decommissi oning expenses or accrual amounts will be 
included in each company's cost of prov iding service each year 
until each unit 's ope rating license expiration date . That 
accrual amount will be that which the Conunission approves as 
being appro priate and wi 11 be subject to subsequent review at 
least once every five years and should be reflected in expenses 
f o r surveillance and tax savings reporting purposes. 

ISSUE 28: What should be the effective date for adjusting the 
annual accrual amount? 

FPL: Effect ive date for 
should be January l, 1989. 

ad justing t he annua l accrual amount 
(Kube rek ) 

FPC: FPC's annual accrual was adjusted effec::ive January 1, 
1989, by Order No. 18627 in Docket No . 870220-EI. (Czura) 

STAFF: The effective date for adjusting t he annua l accrual 
amounts for FPL should be January 1, 1989. Any adjus tment to 
the a nnual accrual amount approved fo r FPC in Order No. 18627 in 
Docket No. 870220-EI should be made effective January 1, 1990. 

ISSUE 29: What are t he jurisdictional revenue requirements 
needed to recover the costs associated with the decommissioning 
o f each nuclear unit? 

FPL: The jurisdictional revenue requirements were based on 
FPL' s estimates of 1988 decommissioning costs using the 
methodologies referenced in Issue 4. The decommissio ning costs 
are assumed to be collected equally over the remaining opera ti ng 
life o f each unit, beginning January 1, 1989. The 
jurisdiccional revenue requ i rements for each of the units are: 
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Turkey Poi nt Un it 3 
Tu rkey Point Un it 4 
St. Lucie Uni t 1 
St. Lucie Unit 2 

Totals 

(Hoffman, LaGuardia) 

Previous ly 
Authorized 

by the 
Commissi o n 

s 5, 4 59 ,105 
3,989,885 
4,978,857 
4!756!925 

U2 ,11i~. ZH 

fncrease To ta l 
Based o n Annual 
Current Rev e nue 
Studies Reguirements 

$ 3.9~2 .258 $ 9,421,363 
8, 881,677 12,871,562 
5,135, 575 10,114,432 
3!491,827 8!248!752 

~'1 d71, Jn ~ ~g~~~~~UI2 

fPC : The additional jurisdictional a nnual revenue requirements 
needed to recover the costs associated with t he decommissioni ng 
of CR- 3, as app r oved for base rate r ecovery beginning Janua ry 1 , 
1989, by Orde r No. 20632 , in Docket No . 870 220-EI, are as 
follows : 

Amount 
Previously 
App roved 

$5,031,000 

(Czura) 

Additional Amo unt 
Approved Effective 
January l, 19 89 

$4, 369 ,000 

Tot al Appro ved 
Amount as of 
Janua r y 1, 1989 

$9,400,000 

STAff: The jurisdictio nal revenue r equi rements needed t o 
recove r the decommissioning costs o f each nuclea r unit are as 
follows : 

Flo rida Power & Light 

Turkey Point Unit I 3 
Turkey Point Unit # 4 
St. Lucie Unit # 1 
St. Lucie Uni t # 2 

Totals 

Pre viously 
Authorized 

by the 
Commissio n 

$ 5,459, 105 
3,989,885 
4,978,857 
4 !756!925 

U 9 1 18 4 1 112 

fl o rida Power Corpora tion 

Increa 3e / 
Dec rease 
Based o n 
Current 
S tudies 

$ 1,572,311 
6, l 87,537 
3,009,075 
2! 509!206 

$13 I 2J B I 12.9 

Total 
Annual 

Revenue 
Requ i rements 

$ 7,031,416 
10, 177, 422 
7, 987,932 
7 !266!131 

$32 d621901 

Crystal River Unit # 3 $ 9,400,000 ($ 2,494 ,075)$ 6,905,925 

ISSUE 29 : Should base ra tes be revised in this docket to 
r ef l ec t any change in revenue r equirements? 

FPL: Flo r ida Power & Light Company i s not r equest ing that its 
base rates be adjusted at t his time, howeve r, t he increa s ed 
c osts of nuclea r decommissioning should be authorized to be 
i nc!uded in cos t of service effective J anuar y 1, 1989. 
(Kuberek) 

I 

I 

I 



I 

I 

I 

ORDER NO. 21245 
DOCKET NO. 870098-EI 
PAGE 26 

FPC: The 
increased 
beginning 
870220-EI. 

additional revenue requirements associated with the 
annual accrual were approved for base rate recovery 
January 1, 1989, by Order No. 20632 in Docket No. 

(Czura) 

STAFF: No, base rates should not be revised in this docket to 
reflect any change in revenue requirements. 

STIPULATED ISSUES 

No issues have been stipulated to by the p ~ rties . 

MOTIONS 

No Motio ns are pending. 

Based on the f o:egoing, it is 

ORDERED by the Florida Public Service Commi ssion t hat these 
p roceedings shall be governed by thi s order unless modified by 
the Commission. 

By ORDER of Commissioner 
Officer, this 17th day of 

Gerald L. 
MAY 

Gunter, as Prehearing 
1989 

\d~-.J~~., 
av PreheJ-cing Officer 

( S E A L ) 

MRC 
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