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Ms. Blanca S. Bayc. Din:ctor 
Division of Records nnd Reporting 
Florida Public Service Commission 
4075 Esplnnnde Wny. Room II 0 
Tallllhassee. FL 323 99 

Re: Docket No. ""'""O.EI 

Dc:nr Ms. Oayo : 

811 1C KI I lO 

8 Ul(tl f l ll 

Nmcmhl:r 7. 1997 

( I 

I ~. ' • • ' J 

- ~ ·,· /~ f ...... 

Enclosed pleosc: lind nn original ru1d 15 copies of AmcriStccl's l'rchcarin~: Slatcmc-nt 

pUISuant to the Order Establishing Procedure in this dod.et. Enclosed i' lll.llskcllc comninin~: the 

Preheating Sratcmcnt in Wordl'c:rfcct fonnut. A copy of AmcrlStccl's l'rchcMin~: Slatcmcnt ulsu 

has been provided to Stall' counsel on dblo.cllc 111 WonJJ'crfcct fonnnt The Prc:h~anng 

Statements of the parties 111e being filed on Nowmbcr I 0 pUISuruot In nn <~grccrr.•·nt ~chcd 

among the act.ive panics and nppro,cd b} the l'rchcanng Officer 

[nclosures 

cc: All parties of reco rd 
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BEFORE THE FLORJ DA PUBLIC SERVICE COMMISSION 

IN RE: Proposal to Extend Plan Doclc:t No. 970-H 0-1:1 
For Rccordina of Certain Filed: November I 0. 1997 

Op~. 
\,(~·· ~ 

-'lit '. 
~',(I I... 

Cxpc:nsc:s for Y c:ars 1998 and 1999 
for Florida Power & Light Company 

AMERISIEEL CORPORATION'S 
P&EHEARING STATEMENT 

Pursuant to Order No. PSC-9S-139S-PCO-EI. issued August 28. 1997. c~IJ!blishing the: 
procedures in this docket, AmeriStecl Corporntion ("Amc:riStc:cl") herd') ~ubmiu it~ Prehcaring 

Suuemcnt 

APPEARANCES 

Peter J.P. Bricldield 
Ja.mc:s W. Brew 
BRICKFIELD, BUPCHETrE & RllTS. P.C. 
I 02S ThomM Jefferson Strc:c:t, N. W. 
Suite 800 · West 
WIIShington, DC 20007 

A. WITNESSES 

Richard Salem 
Marian Rush 
SALEM. SAXON & NIELSON 
One Barnett PI D7-'I 
101 E. Kennedy Blvd 
Suite 3200 
J'nmpa. Florida 13602 

WITNESS SUBJECT MAillK 

Mark A. Cicchetti (Direct) Dc:scribcs why an cxtcnsaon of the Plan outhom.mg I· PL to take a.s 
added expenses the Company's gro.W. in revenuel above its 1996 
base rnte revenue forcca.st i5 unn::l.SOnoblc and control) In public 
interest; v.hy the f'lun pnlducc:s severe intergencrntaonul cqully: 
\\hy the deviations from a he Commission's normal accounting 
prnctiec for rntcmrudn11 purposes nrc not justi ficd: and why. absent 
011 extension of the Plan. FI'L will experience 5uhstuntml cxcc>s 
cumin11s which the Cmnmi>sion should amcMII!Illc 
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WIJNESS 

Mnn A. Cicchetti 
(RcbutUil) 

SUBJECT MAnER 

Rebuts te$Umony uf FPL \\ itneu II. A <iower b) dc"~Cribin~ h11\\ 
lhc proposed Plan CJUJCerbatcs interscncrutioiUII equity concerns. 
why there is no b.• sis for approving 1111 extension of •he f'lnn to 
correct pnor under-recoveries of depr«intion: why nccclcrntcd 
recovery of rcgula~ory IISSets is not justified; and why nne-time 
recovery of n perceived deficiency of nuclcnr dccomnusstotung 
nccrunls ond fossil dbmnntlcmcnt cost5 is not justified n."ld not in 
the public interc~t 

Rebuts Mr Gowcrs claim that the nccclcr.ttcd rcco,c:ry proposed 
in the Pion is comparnblc to prior Commission acunns remedying 
under-r«overy of kno\\lllllld ,·c:nficd cosL,; nod why. contra!) to 
Mr. Gower's claims. the tr.counting dir«uves conUIJncd in the 
PAA rcpn:scnt o clear dcp:uturc from the Comnu•smn's normal 
exercise of it!! rnte-mnkin~ authority. 

Thomas DeWnrd (Rcbuttnl) Rebuts Mr. Gower's testimony with resrcct to the appropriate 
rntcmol..ing for nudc:nr decommission in~ nccrunls nnd with regard 
to the proper mtcmaking and account in~ wi th regard to premium~ 
pnid nod cnsts tncurrcd to rCllcquirc nnd rcfirutncc debt . 

B. EXHIBITS 

EXHIBITS 

(MAC·l ) 

(MAC·2) 

(MAC·3) 

(MAC-4) 

WIJNESS DE!>CRlrDON 

M.A Cicchetti (l)ir«t) FPL.'s 1997 base rotc forecast Wld fPL') 
listing ofoccruals to dntc through July. 1997 

M.A. Cicchetti (Direcu FI'L \Hitc-off acti\lty sumt:>:lf)' 

M.A. Cicchetti (Direct} FPI. charts of the: book vnluc: of fo~si l and 
nuclear units and n:gulntllf)' tL\SCL,. 

M.A. Cicchctll (l)ircct) Stnndurd & Poor linwii:IOI hc:nchmnrks for u 
AA rating. 



C. STATEMENT OF BASIC POSITION 

During the period 199S-97 pursuant to the Ori~:itllll Phm approved tn Docket 

No. 9S03S9·El, al l of the depreciation related under-recoveries and mo~t of the regulatory usscL~ 

identified in the origitllll plan have been \\Titten otT. There is no basis for extending the Pion for 

the years 1998 and 1999as proposed in the PAA bc:cnusc there b no .dcntilicd need to ··catch 

up' oo any of the expense items addressed in the Ori~;ttllll Plan 

As Staff readily ocknowlcdgcd in its August n:comrnendauon memorandum to the 
Commission, absent a continuation of the Plan, Fl'l." s revenue &r0"1h above the 1996 base rotc 

revenue forecast will plac:c FPL in o significant excess earnings situation. llus circumstance is 

further complicated, again as Staff has observed. by the unusual fuct that Fl'l. hns not requested 

the accounting directives proposed in PAA but hns simply acquiesced in the l'lan extension for 

19911 and 1999 it negotiated with StotT. Thus. there is neither a need for the I' Inn extension nor 

an otTer by the utility to supply a n.:lSOn for it 

Because there arc no rcm;Uning undc:r-rcco\encs on:oown nnd \'erificd costs. the 

modifications to the PIAII proposed for 1998 ond 1999 tum 10 occch:rnted recO\'c:T)' of reguhllol) 

IISSCts and corrmion of perceived deficiencies ir: the reserves for nuclear decommissioning and 

fossil dismantlement. Any decommissioning or tllsmantlcment will not octuaJiy occur for liflccn 

years or more from now in most cnscs. These occcleroted recoveries uctions fly in the face of 

established ratcmalclng practice long observed by the Flonda PSC and mhcr n:guhstory bodic~. 

lllc:rc is no policy or factual justifiCIItion for those occc:lcrutcd write-do\\ n~. fhe l'b n cxtensiUn 

cannot be justified on the basis of the reliSOns cited m the PAA or by n:lcrrocc to the: expense 

items identified in attaehmcnt A to the PAt\ 

a. The Commi)sion has not begun 1t1ut.ldn·s) ~ompc:tittvcnes~ b~ucs m the cleetnc 
indUJtry and there is no record suppon crth.:r to explain what is mcunt b)' 

" ... c:mbllshing n lc:vcl n<:countinl! playing field between FI'L w1d possible non· 

regulated competition'" or 10 justiry the l'lru1 based Uf!On thnt vaguely dcsc:rihed 

notion. 

b. The proposal to · ·c~m:ct"" percei\cd dc:lictcncJcs in the rc~~rve for futun: 

decommissioning activities is Ulli"CaS(IOahlc In its 199S order opprovmg 

signific:ant changes in Fl'l ·,annual accruals. the CornmtSSJOn pnl\tded for full 
recovery of nuclcur dC\:Ommissioning C•>)b over the: rcmn•mng lives of the umts 

There Is no teQSOncd basis for n huge one- time chnrgc tn odd to the 

decommissioning reserve. 

J 



Reduced to its bllsiC$, the Plan :serves 10 po~tpone needed rate reductions fur :wn years 

There is no con.sumet benefit in this in tltc shon tcm1 lx:causc. as Stan· noted in its August 

recommendation memo to the Commission. ub:scnt approval of the l'lan. the Commission would 

need to tAke other actions (e.g .. tcmporory rotes, 11 reverse make "hole proceeding) to )llfcgUMd 

ratepayer inll!rests against excess earnings. Since FPL 's finnncinl p;uamcte~ disclose no need 

for 11 "!llC increase in the forc:scenble future. the "long term benefits" ehumc:d by FPL nre far too 

remote nnd apeculative 10 justify approval of the Plan. 

D. STATEMENT OF FACTUAL ISSUF:S ANI) POSITIONS 

Issues 1-6 wm: ~ified in thl' Order Est~blishing Procedure 

I. Should the Plan be tsttnded for l 99H and 1999 11 nt forth In Order No. 

PSC-97-0499-FOF-El? 

No, the magnitude: of the nJdc:d c:xpc:nse outhorizco by the l'lnn. up to $842 rnilliun o\cr 

the two years, Car exceeds nny prior Commission approval of ~~eederoted recover) . This 

dramtltically iUustnnes the enormuy of the intcrgcncrJtional inequity of the Plan and the 

excessive cost burden that would be imposed on FPI. rotcp4yer.. in 1998 and 1999. Thllt amount 

also indicates the severity of FPI.'s excess earnings situation in those years. 

The Plan constitutes n change from the prior rotc:maldng treatment for each of the 

expense items listed in the PAA thnt hove not been rendered moot by write-oiTs in preceding 

years. The exi.rung treatment of these costs follows the Uniform System of Accounts and the 

Commission's rules and estAblished prnctice. and appmpriJllc:ly mntchcs the recovery of costs 

with the benefits provided to consumers 0\er time lltc accounting di i"C{;ttves in 111c t'lma 

cxlension significantly devtale from tho! accepted pructice and hnv~ nut hccn justified b)' FI'L 

and nrc not justified. The Plan should not be oppro\'cd because its proponents hove failed to 

demonstrate UUlt it is in the public interest 

Single: issue ratemoldng is not in lhc public mtc=t TI!crc IS n shon tcnu dctnmcnt tu 

current mtepoym in the nvoadance of an excess eammg~ rc\·iew that should lead w rotc 

reductions. The alleged long tcrrn cost reduction benefits arc: remote and '>peculam c 1><-<:uusc 

FPL is not likely to seek a bli.\C rote increase: in the fm5ecuble future whether the Plan j, 

approved or dl'nied. 

a. Thctt is no l't4SOn to extend the Plan bl'Causc alllleprccmtion related I'T''I<nc 

deficieoc:ies hove nlrclldy been currech:d 

b. Acc:eleroted n:CO\'cry of rcgulntof) n'~cts IS inappropriate .tccounting tor 
ratc:malcing purposes b<:Clluse it create' antcrgcnerutional equity concerns It is 

premature 10 outhonz.e such accelcroted recovery for compcliti\(~ reasons because 
the Commission hns not cst:~hlished rule) or policy rcgnrdtnl( cumpc:ltllon m the 

clectnc industry 



c. One time recovery through the Plun of pc:rccivc:d Jcficocncoc~ m nuclcnr 
decomnussiomng und fossil di~rn:lntlcmcnl reserves is iMpprnpriotc. Changes in 
any of the IIU!jor inputs into decommissioning nnd fossil dismwollement cost 
estimates could rudicully alter, or eli minnie altogether. the perceived deliciency 
claimed in this docket. Because estimation methods and inputs nrc subject to 
future revision, panlculnrly ns the industry gains more cxpc:ricncc: in such mailers. 
a one-time write-down ofu perceived dc:ticicney Dl nn) given umc represents nn 
ill-considered regulatory policy. Tioc appropriate opprnach i~ the Commis.•ion·s 
historic practice: i.e:., to adjust onnunl nccrunls. ifj~lofied hy new comprehensi\c 
studies, in order 10 odcquatc:l)' n:covcr future expense ovC"l the lives uf the 
generating UOIIS. 

The currc:nl accounting of the expenses addressed in the Plan rcnccts n fwr 
balancing of ra1ep.1yer and inveslor interests. 11lc proposed Plan unrca'!Oillsbly 
changes that trc:llmcnlto 11 sysiCm that bcnc:f.LS investors at the expense of 
consumers. 

Tiocrc is no n:nson 10 nccc:lernle the funding of nuclellr tlccurnrnissioning through 
a $484 million nddc:J c:hor~:c woder the l'lan - in addition 10 the $84 mi ll ion 
annual accrunl authorized in the above noted 1995 order - 10 correct for lower 
recovery levels in prior years. (Cicchcni. DcWnrd) 

2. Should tbc Commlulon defer a decision lo allow ar y addillonal 
dccommlulonlng or dbmanllcmrnl expense unrJI the~ bas bffn a full 
uaml.nalion of FPL'1 nuclcar decommw ionlng and foull plane 
dlsmanllcmrnt acudiet. 

Sec Statement No. I, abo\ c. 

The Commission hns pro,·idcd ndcquntc annual accruals for nuclcnr 
decommissioning. In it~ 199S Order in Dnckct No. 94-1 JSO-EI. the Comm1ssoon 
established revised annual uccrunls for nuclear dewmmi5sionin11 designed In 

provide for full recovery of then cstimm~'d decommissioning co~1~ mer the 
l"l'llUI.ining lives of Fl'L 's nuclear uniL~. 

The: expense proposed in the Plan place~ a husd>· disproportionate burden on 
ra~ep~~yers served by FPL in 1998 and 1999. Given the unccrtaantics regJlTding 
decommissioning technologies. es~imnllnn methods. Md the •nhcrcnl d1fficull'cs 
of projecting costs IIUIOY )clln 11110 the luture.thc proposcJ •rcnlmentan the: Phm 
IS fundamc:nLDIIy flawed und unfair It alw represents innppropnote acc~untang 
from 11 regullltory pcrspcetivc and 1s conlmry 10 prior practice: The: Comm1~1on 
should defer o decision regnrdang additional decommissioning ~nd dosma.nllcmc:nl 
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cxpc:mc:s until there has been o full review of the next comprehensi\e studies. 
(Cicchetti, DcWord) 

3. Should the CommbJion conalder whee her FPL haa rcnn·e depreciation 
aurphu balADca for any or JIJ plant accouata to offset dcp!'fflation raen-e 

deficlenc:la? 

Yes. Single issue ratcmakins is not in the public interest. Bclon: nuthori;dng 

additional chllrgcs 11g11in't excess camli:~;;s, the Commission should consider 

o rTseuing over~llections in prior periods result ing in reserve surpluses and cost 
reductions in other areas that lulve not been reflect.ed in bnsc: rates (Crcchecti) 

4. Should FPL be authorized to accekratc the writ~rr ol uumortaed loss on 

reacquired deht? 

No. Accelemted recovery ofunamonized premiums nod other costs co FPL of 
reacquiring 110d re financing debt is not re lated to depreciation reserve de ficiencies. 

The accepted nuemakingtrcalmenl of these costs i! •n amon ize them over the 
original life of the retired debt or the li fe of new debt issued if it is a refinnncing. 
There is no basis for ocecleratcd recover; of such regulatory n.'l!IC:lS from n 
traditional ratcmold ng perspective nnd the Commission hu~ not unicul ntcd '1 

policy or conducted a proccedrng to nddrcss whether occclcratcd write-do" ns arc 
j ustified besed on compcticivcncs:; concerns. Recovery of uver $280 mi ll ion of 
such unamortized costs over a two }cat period ( 1997 and 1998) •• un"ilrTlllltcd. 
unfair to ratepnyers. 110d exacerbates the already serious intergencrationnl inequity 
of the Plan. (Ciccheui. DeWord) 

S. Should FPL be aulhoriu d to reconJ, In a n un11peci ficd depred at ion reserve, 
an expcruc amount gru ler than the a mounu to correct any dtprecl•tion 
rucrvt defid cncy, writ t-orT the unamortaed loss on rucquired dtbt , correct 
any rouU dbmantl t mtn l rcst rv-t dtficltncy, and correct any nuclnr 
decommlnlonlnll ru erve defi ciency? 

No. Because there arc no rcmarning identified dcpn:c rntion reserve deficiencies. 
there is no basis for adding additional expense to on unspeci fled depreciation 
reserve. To the extent thai the Commission authori7..cs additional expense for 
known 111\d verified costs. Dll}' udditiona!Amounts alxn c thnt lc\cl should be 
refunded to ratepnycrs mthcr than charged ns nn nddaunnalunspecrfied expense. 
(Ciccbctti. DcWurd) 

b 



6. What iJ the appropriate rcnnue forecast tom used to determine the ltvel of 

additional e:xpenns allocated to this Plan? 

Additionnl expenses should be based on veri lied cosu and n dcmoo)\TOted need 

for recovery ruther than nn uuthori1.ed ··poor· of 11ddcd cxpcoliC dollllT!I designed to 

offset revenue growth. (Cicchetti} 

E. Statement of Loullssue~ and f' oai tions 

AmeriSteel has not identified nny questions of law at this time 

F. Statemn~t of Policy h 1ueJ and Poaltlons 

The issues addresxd above reflect mixed questions of policy nn.i foct. For con' enicncc 

they are not restD.tcd here. 

G. Stlpulated lssues 

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

II. Pending Motions 

Then: are no pending motions or other matters in this docket thnt AmcriStccl Sto-cks action 

upon D1 this time. 

I. STATEMENT OF COMPLIANCE WITII ORDER ESTABLISIIING 
PROC"EDURE 

There are no requirements set li>nh mthc Order l;~toblishing rmcedurc "tth v.htch 

AmeriSteel cannot comply 

I 025 ·nmmas Jefferson Street. N W 
Sutlc 1100· West 
Wnshington. DC 20007 
(20:!) 342~800 
(2021 342-0807 fax 

1\ nome) s lor AmcriStcd L orporataon 
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.. 
CeRTIFICATE OF SERVICE 
DOCKJ~ r NO. 970410-EI 

I HEREBY CERTIFY that o true ond currrct copy of AmcriStc:d Corporotion's 
PreheaTing Statement h.o.s been furnished vin Ovcmi11ht Mnil nntlll.S. Marl this 'llh !loy or 
November 1997, to the following: 

ticorgc: C'N7. J:~sq. 

Robert El ins, Esq. 
Florida Public Service Commission 

Gerold I.. Gunter Ouilding 
2540 Shumord Oak blvd. 

Room 301 
Toll~. Fl. 32399-0850 

Focsrmilc QO.l-41 J-6250 

Mnllhc\\ M Childs. ::sq. 
Steel. llcctor & Davis 

215 Soulh Monroe 
Suilc 810 

Tnllahn.'l.'l«. FL 32301-1804 
Facsimile· 904-222-7S I 0 

\\'illinm l·ca~t<'r 

Florida PO\\cr & Light Comp311y 
21 5 S Monroe: 

Surtc I! I 'I 
Ttdlnhasscc, I I. l23U 1-1859 

Facsimile CJO.I-2:!-l-7197 

Jnck Shreve. Esq 
RU!;Cr llrmc, hq 

Uflicc or Public Counsel 
Ill West Mndi~on Street 

RclOrn 812 
'I ulluhasM:c, Fl. 12J'i9 

l 'ncsrmilc 904-41!11-4-19 I 

MrchaciiJ 1 "orncy 
P 0 llo't S .!56 

Tllllw~o~''"· 1) nlt -1-5286 
I 
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