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November 7, 1997 

Hlanca S. Bay6, Direct0 1 
Divtsion of Records and Repotttng 
Flotida Public Servtce Commtsston 
4075 Esplanade Way Room 110 
Tallahassee. FL 32399 08~0 

.._,.,... ... 1111 , ••• ,, , " 

RE: DOCKZT NO. 970C10-~I 

Dear t~s . Bay6: 

Enclosed for flllllQ plea:;" t1nd the Ottgtncsl ""d r llt••· ll 

( 15l copies of Flonda Powet & L1ght Company·:. ·····h•·o~t '" ' ' 
Stcltement in the above t ef(•renced docket. 

,\lso enclosed 1s a f o tmaLt••d double . tded h1<1L rJ,.Ilztty 
3.5 1nch d1skette contcHntng the Preh~attnq St,lt•·m••fll l o t 
Flor1da Power & L1ght Co~pc1ny . 

Very truly .,. 11 

MIK / ml 

~ cc: 

d
..5 

All Parties o f Recotd 
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BDOU '1'101 FLORIDA li'OBLIC BDVICK COIGIISSION 

IN RE: Proposal to Extend Plan for 
the Recording of Certain Expenses 
for the Years 1998 and 1999 for 
Florida Power & Light Company 

DOCKET NO. 97041 0-EI 
FILED: NOVEMBER 7 , 1997 

n.oaxna. POWD " LIGR'l' caa>UY ' 8 
••mnuma sTA'IJUalft 

Pursuant to Order 1~0. PSC-97-1C35 PCO-EI. 15sued Au~ust 28, 
1997. establishing the prehearino proced•;re in th1 s doc~"t . Florida 
Power & Light Company ( ' FPL • ) hereby submlts its PrehearinQ 
Statement . 

AlQAVJ!fCIS 

Matthew M. Childs, P.A. 
Steel Hector & Davis LLP 
215 South Monr~e Street 
Suite 601 
Tallahassee, FL 32301 

A . !flm!SSH 

WITNISS 

Hugh A. Gower (Direct) 

Hugh A. Cower (Rebuttal) 

Expla1ns how Order No . ~SC-97-0499-
FOF-El which authorizes FPL to 
record additional expenses 1n 1998 
and 1999 in :::rder to correct cost 
underrecoveries is reasonable And 
appropriate, beneficl<Sl t c customers 
who will be served by FPL for the 
longer term, and represents good 
regulatory pol icy. 

Reaponds to certa 1 n o:Jst: • tl oms by 
Mr. C1cchetti that are erroneous and 
nusleading and po1nts out how his 
c~nclusions misconstrue the c ·rpose 
of the plan and ionore key facts as 
well as the benefits to customers 
who wi 11 ~Served by FPL f.Qf n t.b.e 

OOCUI-'' "'' " ' "'fit• -d\TE.-
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B. UJIIltiU 

UBI PITS 
(HAG-11 

(HAG-21 

!!UJ!ISS 
H. A. Gower 

H. A . Gower 

C . S'l'A'l''"'J"''l' OJ' W IC lQitTI 0!! 

DISCJ\IPTJQN 
Examples of Costs 
SubJect to ~pecia1 
Recovery Approved by 
the Florida Public 
Service Commission 

Cost Underrecover1es 
Addressed by Oocket 
Nc. 970410- EI 

The Commissio n shoul d approve the proposal to extend the plan fo r 
FPL to recor d certain expenses for year s 1998 and 1999 per 1ts 
Order No . PSC-97-0499-FOF-EI isoued Apri l 29, 1997. 

In support of its position FPL submits that: 

(11 It is a ppropriate and in the bost interest o: 1ts customers to 
correct depreciation, fosstl dismant l ement a•1d nuclear 
decommissioning reserve def 1c1encie s as proposed. The 
Commission endorsed th1s poll~ 1n Oroer N~. PSC - 97 - 0499 - FOF 
EI by stating •we believe that th1s plan 1s apptopnate 
because it mitigates past def1c1encies w1th Comm1ss1on 
prescr ibed depr ociat1on, dtsmantlement. and nur lcar 
decommissioning accruals. • 

121 The amount of restsrve def1ciencies are SlQnlft cam. Tht: 
nuclear decommissioning reserve alone is calculated t o be S484 
million deficient at December 31, 1996 based on the last study 
suppor ting the accrual approved by the Commisston. Delaying 
correction o f the deficiencies can only increase the long-run 
total revenue requirements to FPL's customers and 1ncLease the 
risk of r ecovery. 

(3) From 1984 - 1996, FPL has reaqu1red higher 1nterest 1ate debt 
which has resul t ed in cumulat1ve net interest cost sav1nos o! 
more than $500 million (after considering all related losses 
on reacquir ed debt!. To achieve these .:nterest co:Jl savn.Qs 
FPL was required to pay a premium and other r~IAted cos ts, 
wh1ch is r eferred to as a loss on reaquircd debt, 1n o rder to 
reaquire the h1gher intetest rate debt issues. Accelerat1n9 
the write-off of Unamort1zed Loss on Reaqu1red Debt 1s 
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appropriate since it will lower FPL's overall cost of cap1tal 
and will allow recovery of this cost more in l1ne with the 
savings already being achieved which will be bencf 1c1al to the 
FPL's customers in the long term . The accelerated write -off 
of Unamortized Loss On Reacquired Debt i~ the same Commission 
directive contained i n Order No. PSC-96-0461 - FvF-EI that 
became effective January 1, 1995. 

14 1 The proposal will have a poa1t1ve impa:::t on rate stabillty 
because the prior cost underrecoveries w1ll be corrected 
without affecting rates. 

o. STMt""'T or rACTQAL uma NfP rosn.tOI!I 

All issues being addressed by FIPL were identifled in the Ordct 
Establishing Procedur e, Order No. PSC-~7-1035-PCO-EI 

1. What is the appropriate revenue forecast t o be used to 
determine the level of additional expe.nses allocated to th1s 
Plan? 

FPL's 1996 base rate revenues forecast is an appropnate 
reference point or benchmark for purposes of determininv the 
amount of additional expenses to be recorded vursuant to th1s 
docket, juot os it w(ls in Docket No. 950359-EI. 

Revenues are us~d to simply quantify the amount o f addit1onal 
expenses. The key factor in the calculation 1s based on 100\ 
of the d1fCerence between the • low band• and •most ltkely • 
revenue amounts plus at least 50' o ! the actual revenues above 
the •most likely • amount. Thus. 01ven adequole sales, the 
Commission established a quanti flable floor for the arnounl of 
revenues to be used . 

The use of t he 1996 revenue forecas t provides a greater degrPe 
of earnings risk to FPL. This provides addltional 1ncentive 
to FPL management to control costs but the Company bel1eves it 
1s LmPQrtant to corr =ect the cost underrecover1es. IGowerl 

2. Should the COI!IIIission defer a dec1s1on to allow any addll1 ont~l 

decommissioning or dismantlement expense until thete has beeon 
a full examination of FPL's nuclear decomm1ssion1ng &nd !oss1l 
plant dismantlement studies? 

No. There is no logicel re~ son for the Commiss1on to detct 
approving thiiS action which 1s consistent with 1Ls pol11.:y o! 
mitigating past deficiencies. It is cleat that reserv~ 

def1ciencies exist since th~ nuclear decommission1no reserve 
alone is calculated to be $484 million deficient at Decembet 
31, 1996. The Commdssion will determ1ne the f1nal amount o f 
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3. 

reserve deficienc1es which w1ll be the basis for any amounts 
recorded by FPL to correct such deficienc1es afler 1997. 
Furthermore. the exact amount o f deficiencies 1s Irrelevant 
because the Conmission has, a'ld will conttnuc co m~llnt.!lln. 

jurisdiction over~ unallocated amounts Csee Issue No. 51. 
!Gower) 

Should the Commission consider whether 
depreciation surplus balances for any o f its 
offset depreciation reserve deficiencies? 

FPL has teserve 
plant accounts to 

No. Reserve surpluses and deflciencies w1 th1n an account 
reflect the results of what 1.nd1vidual customets have ptud for 
the particular service they received. Transfers can affect 
the future prices for an individual cuscome1 if th1s 
relationship is alrered. Thus, trans fer s between functions. 
and even within certain funct ionl', have the poumt ta 1 to 
c reate cross-subsidies between d1tferent customers who take 
d1fferent types of services. 

In addition, the FERC proscribes such depreci at 1 on rese1 ve 
transfers. (Gower) 

4. Should FPL be authorized to accelerate the wn te-o f t of 
Unamortized Loss on Reac~1ired Debt? 

Yes . Moreover, ~'PL has j;)rojected that ... ts 1ntcrest sav1ngs 
from reacquisitions of higher cost debt for the yeot 1998 will 
be greater than its Unamortized Loss on Reacqu1.ed Debt 
balance at January 1, 1998. Given that investor~ can currently 
recover their invested capi tal from the savings achieved by 

the reacquisitions. 1t "4kes sense to o ffset the cost 1ncurted 
to achieve those savings with the actual beneftts os soon ~s 
possible. CGowerl 

5. Should FPL be authorized to record. in an unspecttted 
depreciation reserve, an expense OJT'.ount greate: than · he 
amounts to correct any deprectation reserve defi ciency, wrtt e 
off the Unamortized Loss on Reacquired Debt, ..:orrect c1ny 
fossil dismantlement reserve deficiency, and correct any 
nuclear decommissioning reserve defici ency? 

Yes. As a result of this prov1sion, the C::ommlSSI CJil IMlnt.ttns 
JUrisdiction over any addttional expenses re<otdcd l;y FPL that 
are not transferred to a specifically ld·~ntilled acrount, 
pursuant to this docket, as of the end o f 1999 . As stated 1n 
the Commiss ion 's Order No. PSC-97-0499-FOF-EI. ·zn t~e event 
that any revenues Iem4in to be disposed of, they orf• to be 
recorded as an expense in an unspecified deprectat1on r~serve 
account for producr ion plf<nt to be gllocoted to spgq f 1c 
accounts at o later date by the Cornmiesion. · fEmphas Js 
IJdded) (Gower) 
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6. Should the Plan be extended for 1998 and 1999 ~s set forth 1n 
Order No. PSC-97-0499-FOF-EI ? 

Yes. See FPL' S Statement Of BaSlC POSltlOn and ItS pOSltlons 
as set forth i n Issues 1 through 5 above. (Gower) 

B. STAT!X!NT 07 k!GAL ISBQJS AND POSITIONS 

None at t his time. 

F . STAtt••pr or lQLICJ ISSOIS MP l'OSITIOif8 

There are no separately stated policy issues. 

0. STIFOLATJp IBBVJS 

None at this time. 

H. PENDING MQTIONS 

None at this time. 

I . STA'n-P"'l' Ol CQI!V.IMC! 9fiTR OJU)!J!. &8'1'ABLJSHINO PJIQC!DQU 

There are no requirements o f the Order EstabllShlnO PIOlPdure 
with which Floridft Power 4 L1ght Company cannot comply. 

DATED this 7th day of November, 1997. 
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Respectfully submitted. 

STEEL HECTOR & DAVIS LLP 
215 South Monroe Strec• 
Suite 601 
Tallahassee, FL 32301 - 1804 
Attorneys for Flo1 ' u 
& Light Company 
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CDTIFICATII OP SDVIC:. 
DOCX&T RO. 970,10 - &I 

I BYP~Y CJalTrrT that a true ~nd correct copy of Flor1da Power 
& Light Company's Prehearing Statement has been furnished by Hand 
Delivery (• ), u.s. Hail and Courier (•• ), and U.S. Hail ( • · • ) this 
7th day of November, 1997 , to the following: 

Robert V. Elias , Esq. • 
Divis1on o f Legal Services 
FPSC 
2540 Shumard oak Blvd.l370 
Tallahassee, FL 32399 

John Roger Howe, Esq . • 
Off1ce of Public Counsel 
111 West Madison Street 
Room 812 
Tallahassee , FL 32399 

Michael B. Twomey, Esq. ••• 
Post Office Box 5256 
Tallahassee, FL 3231 4 

R1chard J. Salem, 23Q. "" 
Marian B. Rush, EsQ . 
Sa lem, Saxon & Nielsen, P.A . 
P.O. Box 3399 
Tampa, Florida 33601 

Pet er J.P. Br1ckf1eld, Esq . •• 
Jame! W. Brew. EsQ . 
Bri~Kfield,Burchette & Ritts 
1025 Thomas Jefferson St. NW 
Eighth Floor -West Tower 
Washington, D.C. 20007 

Marthew M. Childs, P.A. 
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