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FINAL ORDER EXTENDI NG PLAN TO RECORD ADDITIONAL 
EXPENSES THROUGH 1998 AND 1999 

BY THE COMMISSION : 

CASE BACKGROUND 

In Docket No . 950359-EI , this Commissi o n approved a proposal 
by Florida Power & Light Company ("FPLH or "Companyu l that resolved 

all of the identified issues regarding FPL ' s petition to establish 
a nuclear amortization schedule . Pursuant to Order No . PSC-96-
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0461-FOF-EI , issued April 2, 1996, FPL was required: (1) to book 
additional 1995 depreciation expense to the historic reserve 
deficiency in nuclear product ion ; ( 2) to record, commencing in 
1996 , an annual $30 million in nuclear amortization , subject to 
final determination by the Commission as to the accounts to which 
it is to be booked; and (3) to record an additional expense in 1996 
and 1997 based on differences between actual and forecasted 
revenues, to be applied to specified items in a specific order . We 
voted to extend the Plan for 1998 and 1999 through Proposed Agency 
Actlon ("PAA") Order No. PSC-97-0499-FOF-EI, issued April 29, 1997. 
The proposed Plan, as approved in the PAA Order, is presented in 
Attachment A. AmeriSteel Corporation ("AmeriSteel " ) protested ou r 
proposed action . 

On November 25, 1997, we conducted an evidentiary hearing o n 
the following substantive issues in this docket: ( 1) the 
appropriate revenue forecast to be used in the proposed Plan; (2) 
whether to authorize any additional decommissioning or 
dismantlement expense as part of the proposed Plan ; (3) whether to 
consider the use of reserve depreciation surplus balances for any 
plant accounts to offset depreciation reserve deficiencies ; ( 4 ) 
whether to authorize the accelerated write-off of unamortized lo~s 
on reacquired debt as part of the proposed Plan; ( 5) whether to 
authorize FPL to record certain revenues in an unspecified 
depreciation reserve as part of the proposed Plan; and (6) whether 
Lo approve the proposed Plan . Having considered the evidence 
presented at hearing , the posthearing br iefs of the parties, and 
the recommendations of our staff , our findings , made at our 
December 16, 1997, agenda conference , are set forth below. 

Appropriate Revenue Forecast 

This docket was established to address FPL's underrecoveries 
f o r depreciation reserve deficiencies , book-tax timing differences, 
unamortized loss o n reacquired debt, fossil dismantl ement reserve 
deficiencies , and nuclear decommissioning reserve deficiencies . 
The proposed Plan requires an annual write-off (expense) to address 
these underrecoveries , based upon a two-part calculation . The 
first part is the difference between the 1996 Most Likely Revenue 
Forecast ($3 , 224.1 million) and the 1996 Low Band Forecast 
($3 , 140 . 9 million); this amount is $83.2 million. The second part 
is identified as at least half the difference between the actual 
ann J al revenue during the period of the Plan (1998-1999) and the 
1996 Most Likely Revenue. Thus, the 1996 Revenue Forecast serves 
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as a benchmark in determining write-offs under the proposed Plan . 
This benchmark could feasibly be replaced with any number of other 
benchmarks , such as the 1997 or 1998 Revenue Forecast, or any other 
discreet revenue amount selected for purpose of comparison t o 
actual 1998 and 1999 revenue . 

At hearing, FPL witness Gower stated that the use of the 1996 
Revenue Forecast as a benchmark f o r determining write-offs in this 
docket is reasonable . He warned that the use of revenue forecasts 
for years later than 1996 as a benchmark could decrease the amount 
of write-offs in 1998 and 1999 . He argued that this would de 1 ay 
and increase the risk of recovery of the costs in question . 

AmeriSteel witness Cicchetti indicated that accelerated 
amortization should be based upon need and should not be a function 
of FPL ' s growth in revenue . He argued that the proposed Plan 
allows FPL to accelerate expenses that are appropriately 
attributable to future periods or are subject to revision, 
reestimation , or changed assumptions . He stated, "If the 
Commission allows recovery of the expenses allocated to the Plan , 
the Commission should simply direct FPL to write-off those amounts 
over an appropriate period ." Based on witness Cicchettl ' s 
argument, using the 1996 Revenue Forecast as a benchmark for 
determining write-offs is unnecessary. 

While there are many revenue benchmarks wh ich could 
potentially be used to determine wri te- offs in this docket, it 1s 
important to identify the criteria for selecting the appropriate 
benchmark . We believe the appropriate revenue benchmark is one 
wh ich : (1) allows the Company to address the remaining 
underrecoveries as expeditiously as possible ; (2) provides 
incentive for the Company to control expenses ; and ( 3) assumes 
minimal impact upon existing customer rates . We address each of 
these criteria below. 

First , the appropriate benchmark should allow the Company to 
write- off the remaining underrecoveries as expeditiously as 
possible . In order to determine whether the proposed Plan is 
expeditious , it is necessary to compare the size of the problem 
(the amount of underrecoveries) to the size of the proposed 
solution (the forecasted write-offs) . The total underrecoveries as 
of January 1, 1998 , as detailed later in this Order , will be 
approximately $768 . 4 million . Based on FPL's forecasted 1998 and 
1999 revenue and the 1996 Revenue Forecast benchmark , the 
torecasted 1998-99 m1nimum write-ott amount is $4b4.0 nnll1o n. 
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While the forecasted minimum write-offs are cons~derably less than 

the total underrecoveries , it is evident that more than half of the 

total underrecoveries will be written off during 1998 and 1999, the 

period during which the proposed Plan would be in effect. If the 

projected minimum write-offs were the amount actually expensed 
rather than some higher write-off amount , the proposed Plan wo uld 

be expected to partially address the underrecovery problem, leaving 

$304 . 4 million in remaining underrecoveries by the end of 1999 . 

If the Company wrote off expenses based, in part, upon one

hundred percent of the difference between the forecasted annual 

revenue and the 1996 Most Likely Revenue forecast, so that total 

write-offs were increased to $761.6 million for 1998 and 1999, such 

expenses would still be less than the identified underrecoveries by 

$6 . 8 million ($768 .4 million less $761 . 6 million). Thus, while fPL 

is required to wri te off at least half of the identified 

underrecovery amount under the proposed Plan , it appears unlikely 

that the Company will write off all of the underrecoveries during 

the period (1998 and 1999) . According to the proposed Plan , u~y 

required write-off amount i n excess of the approved underrecoveries 

must be credited to an unspecified depreciation reserve . It 

appears unlikely that a large amount would be credited to the 

reserve . We find that the proposed Plan is expeditious in 

addressing the forecasted underrecover~es. However, adcli tional 

time beyond the period of the proposed Plan may be required to 

completely address all remaining underrecoveries. 

Second, the use of an appropriate revenue benchmark should 

result in a n incentive for fPL to control operational expenses . 

Witness Cicchetti asserted that the proposed Plan removes 

management incentives for efficiency associated with traditional 

ratemaking practices. He claimed that fPL may choose to forego 

writ ing- off certain expenses allowed under the proposed Plan and 

ins Lead incur certain ope raLiona l expenses that Lhis Comm~ssion 

might not normally allow . Witness Gower countered that the 

requiremen t of the proposed Plan is for fPL to record significant 

additional Plan-related expenses each year of the Plan . He claimed 

that this requirement is achieved by capturing potential revenue 

growth for write-off purposes and is therefore not available to 

offset operational expense increases. According to wjtness Gower , 

"This heightens not eliminates the pressure to control 

expenses or suffer earnings below authorized levels.u 

We find that basing wr~te-offs on the 1996 Revenue forecast 

benchmark gives fPL an incentive to write-off as much of the 
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approved expenses as possible , as soon as possible . Using the 1996 
revenue forecast benchmark , the Company projects that it must write 
o ff, at a minimum, $203 million in 1998 and $261 million in 1999 , 
compa red to the 1997 expected write-off of $162 mi 11 i o n. Th1s 
means that fPL's base revenues must increase at least $41 mill1on 
more than fPL ' s operational expenses in 1998 compared to 1997 in 
orde r to satisfy the required minimum write-off. This assumes that 
(1) the Company books total write-offs during 1997 of approximately 
$162 mi 11 ion as witness Gower has asserted, ( 2) annua 1 revenue 
increases are realized based upon normal customer growth and normal 
use-per-customer growth pursuant to the Company' s forecast, and (3) 
fPL experiences no reduction in current earnings in 1998. Under 
the proposed Plan , the Company has an incentive to minimize its 
operational expenses in order to achieve the forecasted minimum 
wri te - off requirement while st1ll protecting its current earnings 
level . In this respect, the Company ' s c~rrent earn1ngs may be in 
jeopardy if it fails to sufficiently control operational expenses . 

finally , the use of an appropri~te revenue benchmark should 
not be based upon significant increases or decreases in customer 
rates . By basing write-off requirements on the 1996 Revenue 
forecast , the proposed Plan requ1res no change in existing cus t omer 
rates . The write-offs are a fall-out of the existing rates . 
According to witness Gower , the proposed Plan would "accomplish 
these corrections without increasing fPL's rates to ~~rrent 

customers." 

In summary , because the 1996 Revenue forecast benchmark allows 
expeditious recovery of underr ecovered costs , o ffers an incentive 
to minimize operational expenses , and requires no cha nge in 
existing rates , we find that it is an appropriate benc hmark to usc 
to determine the additional expenses , or write-offs , allocated to 
the proposed Plan. 

Decommissioning and Dismantlement Expense 

fPL's witness Gower testified that fPL determined the nuclear 
decommissioning and fossil dismantlement reserve deficiencies by 
comparing what accrual would have been booked if the now-curr~nt 

0SLimates had been known and applied Lo each un1L from 1Ls o r1g1nal 
in-service date to December 31 , 1996 . That amount was then 
compared to the book reserves whi c h resulted in reserve 
defic1encies for nuclear decommissioning and fossil dismantlement . 
W1tness Gower also acknowledged t hat the decomm1 ss1oni nq and 
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disffiantlement annual accruals should be adjusted at the time these 
deficiencies are corrected , in the course of the review of the 1998 
decommissioning and dismantlement studies . 

Wit :1ess Gower testified that the identified reserve 
deficiencies associated with nuclear decommissioning and fossil 

dismantlement meant that fPL should have recorded and recovered 
higher expenses in prior years. According to witness Gower , the 

importance of correcting these deficiencies is evidenced by our 
orders approving the annual decommissioning and d~smantlement 

accruals . He asserts that fPL's units have, on average, been in 
service for 50% of their estimated useful lives . However, as of 
December 31, 1996 , the decommissioning reserve amounted to less 
that 12% of the estimated total future expenditures to be made for 
decommissioning costs. further, the provision for fossil 
dismantlement was not begun until 1987 , while the in-service dates 
of many of the units in question date back 20 years prior to 1987 . 
Witness Gower concluded that these facts demonstrate that t he 
reserves should be corrected . for this reason , he recommended that 
we not delay the recovery of these deficiencies until new 
dismantlement and decommissioning studies are filPd in 1998. 

Witness Gower further testified that correction of the nuclear 
decommission ing and fossil dismantlement reserve deficiencies over 
a time period shorter than the remaining life of the associated 
plants is consistent with this Commission ' s prior actions . He 
e xplained that reserve deficiencies can be recovered over the 
remaining life of the associated plant or over a much faster period 

of time . He referenced various orders in which we corrected 
reserve deficiencies over relatively short periods of time . 
Witness Gower asserted that because the corrections reduce the 
amount of required investor capital , it is in the customers ' best 
interest to accomplish the corrections as soon as possible. 

Because the reserve deficiencies represent costs thaL should 
have been r ecovered in prior years , intergenerational equity 
suggests that these deficiencies be recovered quickly so that 
future ratepayers are not burdened with an unfair share . The 
primary purpose of the proposed Plan is to correct past 
deficiencies . This correction is not an acceleration oL expenses 
appropriate l y attributable to future periods but , in fact , is 
remedial because it addresses expenses appropriately attributable 
to prior years and therefore corrects intergenerational inequities . 
The i'ltergenerational inequity has already occurred and , if not 
corrected by the proposed Plan, w~ll only be exacerb..1tcd. 
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Witness Gower testified that prompt correction of these 

defic1encies is fair to FPL ' s customers because it will lower costs 

in the long-run and allow rates to remain stable . He cited Order 

No . 12149, issued June 17 , 1983 , in which this Commission stated 

that increasing the reserve for depreciation ". . is appropr1ate 

because a reduction in rate base can be more favorable to customers 
. because there will be less investment for the customers to 

support . " In making these corrections, witness Gower asserted that 

long run revenue requirements will be reduced, benefitting 

cust~mers served by FPL for the longer term. 

Witness Gower also explained that the correction of the 

nuclear decommissioning reserve deficiency will not result in any 

cash flow benefit to FPL because the nuclear decommissioning 

reserve is r equired to be funded . Placing additional expense in 

the e xterna l fu nd \.,.ill provide assurance to th i s Commission and 

FPL' s customers that the financial resources necessary to meet the 

decommissioning cost obligations will be available when needed. 

AmeriSteel ' s witness Cicchetti testified that there is no 
demonstrated need to allow the write-off o f the nuclear 

decommissioning a nd fossil dismantlement reserve deficiencies in 

1998 a nd 1999 . In its Brief , AmeriSteel argues that such a write
off r epresents a d r a matic , fundamen tally unsound and unexplained 

departure from well established Commission policy . Witness 

C1cchetti asserted t hat the magnitude of the additional expenses 

and the estimation of these expenses indicates that a comprehensive 

review of the 1998 studies should be made to determine if there 

actua l ly is a need . Additionally, he testified that there is no 

evidence that FPL ' s claimed deficiencies are life - related or that 

the r e are intergener ational equity concerns . 

Witness Cicche t ti submitted that FPL' s nuclea r decommissioning 

accrual p r escr ibed i n 1995 was designed to correct any deficiencies 

ove r the remaining life of the nuclear units . He stated that the 

decommissioni ng and dismantlement studies to be filed in 1998 will 

allow us to determine if any further changes in the annual accruals 

are necessary. Wi tness Cicchetti submit ted that there is no 

indication that periodically adjusting the decommissioning and 
dismantlement annual accruals will not adequately ensure recovery 

over the remaini ng lives of the associated units . 

AmeriSteel argues that the decommissioning and dismantlemtnt 

deficiencies are not significant amounts of known and verif1able 

costs that should be addressed in any other fash1on than recovery 
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over the remaining life. Witness Cicchetti asserted that such long 
range estimates of future costs are inherently inaccurate and that 
regulatory, technological, and other factors may materially change . 
He concluded that this Commission ' s long established policy 
correctly requ ires periodic updates of those studies and 
adjustments as appropriate to the annual accruals to assure full 
recovery over the remaining lives of the assets. 

Further , witness Cicchetti submitted that a one- time recovery 
of the perceived nuclear decommissioning and fossil dismantlei;-,ent 
reserve deficiencies is unfair to current ratepayers , based on the 
magnitude of the amounts and the fact that decommissioning and 
dismantlement costs are subject to periodic revision . He testified 
that there is no evidence that FPL is in danger of not earning its 
authorized rate of return and no evidence that recovery of the 
costs identified in the proposed Plan are in jeopardy . He 
concluded that absent such a showing, we should reassess the 
reasonableness of aggregating these expen ses in 1998 and 1999. 

AmeriSteel argues in its Brief that this Commission has 
routinely assessed the effect of special amortizations or 
accelerated recovery on the utility ' s earnings , usually in the 
contex t of determining the appropriate period . AmeriSteel cites 
Order No . PSC-95- 03 40-FOF-EI , issued March 13 , 1995 , in Docket No. 
931231- EI a nd Order No . PSC-95-12 30-FOF-EI , issued October 3 , 1995 
in Docket No . 950270- EI as support for this proposition . In the 
instant case, AmeriSteel surmises that no effort has been made to 
add r ess the effect o f the proposed Plan on FPL ' s earnings because 
the revenue growth offset approach ensures that only earnings near 
or above the top o f FPL ' s authorized range are affected . 

As fu rther suppo r t for its position , AmeriSteel cites Order 
No . PSC-95-1 531-FOF-EI , issued December 12 , 1995 , in Docket No. 
941350-EI . This Order established revised nuclear decommissioning 
annual accruals for FPL and Florida Power Corpo rat ion effective 
January 1 , 1 995 . At page 15, the Order states : 

Based on the current dollar cost to decommiss 1o n 
each nuclear plant, the plant-specific cont1ngency 
allowances, the plant-specific escalation rates , 
the cos t of extended storage for spent fuel , and a 
fund earnings rate of 4 . 9% , we have determined the 
appropriate jurisdict ional a nnual accrual amounts 
necessary to recove r future decommissioning costs 
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over the remaining life of each nuclear power 
plant ... . 

AmeriSteel contends that because no party in the instant case 
has argued that our determination in Order No . PSC-95-1531-FOF-EI 
was insufficient, no further action is necessary or justified until 
new decommissioning studies are submitted to the Commission for 
review. AmeriSteel argues that recovery over the remaining life of 
each nuclear unit is our established policy and that adjustments to 
the annual accruals , when needed, assure FPL of full funding of the 
t·eserve by the time decommissioning begins. 

In its Brief , AmeriSteel also argues that the proposed Plan 
contains no provision for removing the effect of the calculated 
deficiency from the currently approved annual accrual for nuclear 
decommissioning and fossil dismantlement . AmeriSteel submitted 
that FPL witness Gower was unable to state vlhether the revised 
calculated accrual shown in Composite Exhibit 7 , pg . 14 , was 
correct . Without a recalculated accrual on a going-forward basis, 
witness Gower agreed that customers would continue to be charged 
for the deficiency until new studies are filed !.n 1998 and we 
determine a new annual accrual amount . 

AmeriSteel believes that it is arbitrary and fundamentally 
unfair to charge customers in 1998 and 1999 for the reserve 
deficiencies unless we have determined that the 1995 
decommissioning studies were perfect and no inputs to those studies 
will change in the future . In its Brief , AmeriSteel admits that it 
is impossible to back-bill customers served by FPL in prior years ; 
however , it believes it is also unsound ratema king to charge 
c urrent customers the full amount of the deficiencies based on a 
1995 estimate that will become obsolete when the next studies are 
filed next year . AmeriSteel argues that there is no basis for 
imposing the full burden of past recovery on customers served in 
1998 and 1999 ; these customers carry all of the risk that the 1995 
estimates wil l change materially in the future and have no 
opportunity to be reimbursed if subsequent studies show that the 
perceived deficiencies were overstated . 

Concerning FPL's fossil generating units , witness Cicchetti 
pointed out that fossil generating stations around the count ry are 
being sold as part of companies ' restructuring plans . These sales 
have tended to be in excess of the net book value of these plants . 
According to AmeriSteel, as long as the purchase price exceeds book 
value, the utility will not incur any cost penalty for a ny future 
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liabilities it is shifting to the buyer , including ult1mate 

dismantlement costs . AmeriSteel concludes , therefore , that if FPL 

were to sell any of its fossil units , they would sell for at least 

net book value , in which case the amounts accumulated in the 

dismantlement reserve would become surplus because FPL would no 

longer have the liability of dismantlement . In summary , AmeriSteel 

contends that recovery of the dismantlement reserve deficiency in 

1998 and 1999 is unfair and results in intergenerational inequity 

especially in light of possible sales or auctions. 

Witness Gower stated that , due to environmental regulations , 

he did not believe that the sale of a plant site would allow its 

owner to escape further liability. He claimed that environmental 

regulations make a plant site ' s owner partially responsible for any 

clean- up that may be necessary. Witness Gower asserted that a new 

o wner would adjust the purchase price he o r she is willing to pay 

to compensate for assuming the removal obligation. Therefore , he 

concludes , FPL would not escape environmental costs by selling a 

plant because those costs would be captured in the economics of the 
negotiated purc hase price of the unit. 

If FPL sells any of its generating stations , we may determine 

at that time the appropriate accounting treatment for the gain or 

loss on the sale ; this is not an issue that needs to be addressed 

in this proceeding . In addition, we agree wi th FPL that its 

relative position in the industry insofar as exposure to 

competition is irrelevant to proper depreciation accounting as long 

as FPL remains subject to cost-based price regulation . 

AmeriSteel wi tness DeWard argued that if any alleged 

decommissioning reserve deficiency is allowed to be charged against 
what appears to be overearnings , ratepayers may never benefit 

because t he rates will remain at the current levels . He testified 

that where reserve deficiencies are identified , the appropriate 

response is to adjust the annual accrual for decommiss1oning to 
ensure that the deficiency is remedied over time . According to 

witness DeWa r d , no additional corrections are required unless the 

next decommissionin g studies demonstrate that the accrual levels 

established in 1995 are insufficient . He contended that given the 

unknowns -- potential technology changes and the potential for 

changes in decommissioning requirements -- there is no guarartee 

that the perceived deficiency could not turn into an excess in the 

future . Upon cross examination by FPL, however, witness De Ward 

ac~nowledged that if there is a currently exist1ng reserve 
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defic1.ency and the accrual had been larger in pr1.or years, the 

dmount of the deficiency would necessarily be lower. 

In its Brief , AmeriSteel claims that our staff used a 

retrospective method for calculating the perceived reserve 

deficiencies for fossil dismantlement and nuclear decomrnission1.ng. 

It quotes a passage which states that the retrospective theoretical 

reserve is generally used when remaining life cannot be estimated . 

AmeriSteel ' s conclusion is that the retrospective theoret1cal 

reserve method does not apply to nuclear decomrnission1.ng reserve 

studies where each unit ' s 40 year operating license defines 1.ts 

useful life . 

We note that the passage Cl.ted by AmeriSteel as authority for 

its claim is not part of the record. further , our staff did not 

calculate the reserve deficiencies submitted in this proceeding ; 

fPL submitted these calculations in response to discovery requests 

propounded by our staff. We have reviewed these calculations and 

found them to comport with the traditional method of calculating a 

theoretical reserve . Basically, fPL assumed that the base cost 

estimates and other assumptions underlying its currently approved 

accrual had always been known and determined what the 

decommissioning and dismantlement reserves theoretically should be 

as of December 31 , 1996 . This is not a retrospectl.ve reserve 

calculation . It is a traditional prospective calculation . As with 

any depreciable investment , this calculation is a reasonable 

approach in determining the reserve that theoretically should have 
accrued given what is known today. The difference between the 

theoretically correct reserve and the book reserve constitutes a 

reserve imbalance that can either be a surplus or a deficit . 

This issue is one of timing : whether reserve def ic1encies 

associated with nuclear decorr~issioning and fossil dismantlement 

should be recovered over the remaining life of the respecti ve 

units , as is currently being done , or whether these deficiencies 
should be written- off ove r a shorter period of time. We must 

dete rmine whethe r there is sufficient evidence showing the 

existence of reserve deficiencies and the appropriate recovery 

pattern . A recalculation of the annual accruals recognizing the 

correction of these deficiencies will be made as part of the 1998 

decommissioning and dismantlement stud1es . There wi ll b~ l~ns tn 

Lhc tuturc to tucover translating 1nto a lesser annual accrual . IL 
the accrual is not recalculated to account for the reserve 

correction, customers will not have the benefit of the correct1on . 
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At hear1ng, witness Gower was asked 1f each of the cases he 
cited in Exh1bit 1, as support for the proposed Plan, considered an 
appropriate amortization period for a known and verified cost . 
Asked specifically if any of the amounts were subject to be1ng re
estimated in the future, he responded that some of the estimates 
were definitely of the same type as the nuclear decommissioning 
reserve deficiency . 

Witness Cicchetti agreed that, based on a finding of a 
material imbalance , it would be in accordance with normal 
regulatory practice for the Comm1ssion to accelerate the recovery. 
He also agreed that the fact that very precise answers cannot be 
obta ined should be no deterrent from rna king determina t 1ons of 
depreciation . further, he agreed that reasonably accurate results 
in both cases are all that should be expected and these can usually 
be achieved . However, he d1d not wholly agree with the following 
passage from Exhibit 19, page 10 and 11: 

if the annual accrual for depreciation is 
understated, there is a corresponding overstatement or 
inflation of net 1ncome and earned surplus. If past 
deficiencies and depreciation accruals were substantial, 
it may be necessary to make up the back accruals by an 
appropriate adjustment of existing or future earned 
surplus and , in extreme cases , of the capital account 
itself . 

Witness Cicchetti testified that he believes adjustments of 
ex1sting or future overearnings to make up mater1al past 
deficiencies and depreciation accruals may or may not be 
appropriate accounting from a regulatory perspective. He stated 
that the important thing is that the Company recover its total 
cost ; he further stated that there is nothing to indicate that any 
of the items or the amounts listed in the proposed Plan are in 
jeopardy of not being recovered. Witness Cicchetti pointed out 
that the existence of a depreciation reserve deficiency is not the 
fault of the ratepayers , this Commission , or the Company . To take 
a reserve deficiency accumulated over 15 or 20 years and recover it 
from the ratepayers in 1998 and 1999, according to witness 
Cicchetti , is not fair . He testified that ratepayers, in the years 
1998 and 1999 , will be paying much more than their fair share of 
the cost. He contended that the period of recovery of the 
depreciation reserve balance is not as important as ensuring that 
the imbalance is recovered in total by the end of 1ts useful life . 



ORDER NO. PSC- 98 - 0027 - FOF-EI 
DOCKET NO . 970410 -EI 
PAGE 13 

However, on page 10 of Exhibit 19 , paragraph 14 , 1t states the 
following : 

If depreciation policies or practices were t o be 
determined solely with concern for the level o f 
revenue requirements, the actual measure o f 
depreciation might be misstated. Such distortion 
of the measure of depreciation would in turn lead 
to a misstatement of the results of operations for 
the period and would also misstate the relative 
position of the enterprise as shown by its balanc e 
sheet a failure to properly measure by 
understating these costs would, in the long run , 
probably be offset by higher costs of capital 
without any real avoidance of the ultimate need to 
provide full recovery for the capital . 

Witness Cicchetti stated that the magnitude of the 
deficiencies accentuate the intergenerational inequity. Even 
though nuclear decommissioning res~rve deficiencies are currently 
being recovered over the remaining life of the nuclear units , 
Witness Cicchetti admitted that there have been instances where the 
Commission has allowed deficiencies to be written off over shorter 
periods . There are time5 , he agreed, that it would be appropriate 
to write off deficiencies o ver a shorter period of time , but he 
claimed that the magnitude of the deficiencies in this case makes 

a shorter write- off unfair . Witness Cicchetti also agreed that 
reserve deficiencies are attributable to the past. He agreed that 
the goal of intergenerat ional equity is that each generation of 
customers pays for the costs related to the service from which they 
are benefitting . However , he testified that the recovery of the 
nuclear decommissioning and fossil dismantlement deficiencies are 
in conflict wi th the definition of intergenerational equity. 

Witness Cicchetti agreed that , theoretically, the costs l o t 
decommissioning and fossil dismantlement should be recovered 
equitably over the life of each unit and each generation of 
customers should pay for the costs related to the nuclear or fossil 
generating plant from which they are benefitting . To the extent 
customers of the past did not pay their fair share of the costs, he 
agreed that customers of the future will have to make up that 
shortfall by paying a higher accrual than they would otherwise have 
to pay . He recognized that this Commission cannot go b a ck and 
charge past ratepayers for those costs. Wicness Cicchetti 
testified that it is fair to continue spreading material costs o ver 
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Lhe remaining life . Notwithstanding this , he admit ted that if 

there ' s an identified shortfall , there will be a greater amount to 

recover in the future than there would be if there was no 

shortfall. He also admitted that correcting the deficiency over a 

shorter period of time will reduce the spread of the shortfa:l into 

the future. 

Witnesses Cicchetti and DeWard argued that correction of the 

deficiencies as quickly as economically practicable exacerbates an 

intergenerational unfairness to the ratepayers of 1998 and 1999 . 

However , the record evidence demonstrates that intergenerational 

unfairness already exists due to the existence of these reserve 

deficiencies . 

With respect to this issue, there are certain thresholds 

required to be met by record evidence. The first threshold is 

whether there is sufficient evidence showi ng the existence of 

reserve deficiencies . The record evidence demonstrates that based 

on the base cost estimates and assumptions that underlie FPL ' s 

currently prescribed nuclear decommissioning and fossil 

dismantlement annual accruals , FPL has i dentified and quantified an 

existing reserve deficiency for nuclear decommissioning and for 
foss~l dismantlement as of December 31 , 1996. The record ev~dence 

demonstrates that the fac t that very precise ans wers cannot be 

obtained should be no deterrent in identifying these reserve 

imbalances . It can fairly be stated that the future cannot be 

predicted . Therefore , it is r easonable for this Commission to rely 
upon estimates in the determination of the calculation of reserve 

imbalances . 

The second threshold is whether the correction of reserve 

deficiencies over a shorter period of time than the remaining life 

is in accordance with normal regulatory accounting practice. The 

record evidence demonstrates that the correction of reserve 

deficiencies over a shorter period of time than the remaining life 

is in accordance with normal regulatory accounting practice . 

Moreover , the record evidence demonstrates that the correction of 

reserve deficiencies over a shorter period of time than the 

remaining life is in accordance wi th past Commission practic~. 

The remaining threshold 1s whether the record demonstrates 

that correcting a reserve deficiency over a shorter period of time 

is more reasonable or fair than correcting the reserve defi c iency 

over the remaining life . The record evidence demonstrates that the 

tenet of intergenerat ional equity dictates that , in this docket , 



ORDER NO. PSC-98-0027 - FOF-EI 
DOCKET NO . 970410-EI 
PAGE 15 

correct ing reserve deficiencies over a shorter period of t~me ~s 

more reasonable or fair than correcting the reserve deficienc y eve r 
the remaining life . 

In conclusion, in accordance with the foregoing , there is 
ample record evidence for us to find that it is not necessary to 
defer a decision to allow any additional decommissio ning o r 
dismantlement expense to correct historic reserve deficiencies . 
Therefore , we find that this portion of the Plan should be 
approved . 

Reserve Depreciation Surplus Balances 
to Offset Depreciation Reserve Deficiencies 

This issue was originally raised by AmeriSteel and wa s 
addressed in the testimony of FPL witness Gower and AmeriSteel 
witness Cicchetti . The record evidence , while limited, is 
sufficient to address this issue . 

Witness Gower testified that reserve transfers dcross 
functional categories have pricing implications wh ich may be 
unacceptable because different classes of service provided to 
customers involve usage of the several functional categories o f 
plant . If , for example , a reserve transfer were made from the 
transmission plant reserve to some other function (distribution , 
production , or general) , it could automatically cause an inc rease 
in the price to a commercial interruptible customer . In addition , 
Mr . Gower asserted, the Federal Energy Regulatory Commission 
prohibits such transfers . 

Witness Cicchetti testified that we should consider offsetting 
reserve surpluses and deficiencies in related plant accounts, where 
applicable . However, he admitted that such transfers of reserve 
could , in fact , have pricing implications . 

I n its Brief , AmeriSteel offers two orders in support of its 
position . First , AmeriSteel attempts to distinguish the facts of 
this case from a Federal Energy Regulato ry Commission (FERC> order 
that overturned a South Carolina Publ ic Service Commission decision 
in whi c h a transfer of surplus reserve from the transm~ss~on 

function to the generation function to mit i gate generation-related 
stranded costs was approved . We note that FPL witness Gower 
mentioned both the FERC and the South Carolina decisions in his 
prefiled direct testimony as support for h~s testimony . 
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AmeriSteel , however, failed to offer a rebuttal to wi tness Gower ' s 
testimony either through its prefiled rebuttal testimony or at 
hearing . We believe that it is inappropriate for AmeriSteel to 
attempt rebuttal through its post-hearing Brief . 

Second, Amer iSteel refers to Order No. PSC-94 -119 9 - FOF-EI, 

issued September 30 , 1994 , in Docket No . 931231-EI , as illustration 
of and support for Commission authorized surplus reserve transfers . 

Specifically this Order states : 

Due to the effect reserve transfers may have o n 
jurisdictional separations , purchase power agreements , o r 
other lease arrangements , ou r approach to reserve 
reallocations is that they should , ideally , be made 
between accounts o f a given unit or functi o n . 

This Order clearly shows that o ur approach to reserve transfers is 
to rna ke them between accounts within the same function and not 
between accounts across functions . This approach is in agreement 
with the approach put forward by r?L witness Gower . 

FPL ' s calculation of the decommissioning and dismantlement 
reserve deficiencies do consider the various reserve imbalances for 
each nuclear unit and each fossil generating unit . Th is 1s also in 
accord with the Commission ' s approac h t o reserve transters as 
stated above . 

In conclusion , we will not consider reserve transfers between 
fun c tions beca use they may result in pricing issues . Further , we 
will continue to consider reserve transfers between plant account~ 

within the same production unit and between units within the same 
production site . 

Write- Off of Unamortized Loss o n Reacquired Debt 

The loss o n a reacquired debt balance represents the amounts 
associated with reacquisitions of debt. When a debt issue is 
reacqu1.red , the call premium, the unamort1.zed expense of the 
o riginal issue , and any unamortized discount or premium is written 
off to loss on reacquired debt . The associated loss on reacquired 
debt is then a mortized o ver the remaining life of the original 
issue and the detail of unamortized expense , discount , or premium 
i~ no longer maintained . 
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According to FPL witness Gower , "[d)eferral of the recovery of 
the capital investors have provided to fund refinancing of high 
cost debt over the remaining life of the securities refinanced 
adversely affects the regulated cost of capital in the same manner 
that insufficient capital recoveries through depreciation inflates 
rate base. Although deferral and amortization does allow recovery 
of the capital investors provided to achieve the interest cost 
savings from refinancing , the long amortization period affects 
FPL's cost of capital for years beyond the time when the inLerest 
savings has 'recovered' the cost of the refinancings.N 

Witness Gower testified that the "interest cost savings 
realized from refinancings undertaken by FPL from 1984 through 1996 
aggregated $907 , 722 , 000 for the period , while the cost of the 
refinancings totaled $397,029 , 000 (including the $282 , 756 , 000 
unamortized balance at December 31, 1996) . Although the sav1ngs 
have ' recovered' the costs and yielded additional savings 1n excess 
of $500 , 000 , 000 ($907 , 722 , 000- $397,029 , 000 ~ $510 , 693 , 000) , for 
ratemaking purposes $282 , 756,000 at December 31 , 1996 burdens the 
future cost of service . Earlier recovery of the capital investors 
supplied to achieve the savings would obviate this need. This wil: 
benefit customers who will be served by FPL for the longer term, 
but their benefit would be realized much sooner . " 

In respo n se to an interrogatory propounded by our staff, FPL 
initially indicated that the forecasted balance of unamortized loss 
on reacquired debt at December 31, 1997 , was $98 .5 million. At the 
hearing , however , witness Gower 1ndica ted that the balance of 
unamort i zed loss on reacquired debt would be the $98 million plus 
the $79 million discretionary additional expense recognition , which 
now "does not appear likely to be recorded" in 1997 . As a result , 
the unamortized balance as of January 1 , 1998, will be 
approximately $177 million . The interest savings is forecasted to 
be approximately $1 42 million for 1998. Therefore , the balance of 
unamortized loss on reacquired debt could be recovered over the two 
years of the proposed Plan without the amortization in either year 
exceeding the interest savings for that year . 

AmeriSteel witness Cicchetti recommended that the amount of 
unamortized loss on reacquired debt should be amortized over the 
remaining life of the original debt or spread over the life of the 
new issue . He testified that this will result in future ratepayers 
paying their fair share of the costs associated with the prudently 
r eacquired debt . He stated that "(u)nder the concept of 
intergenerational equity, it is inappropriate to force current 
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ratepayers to bear the costs of reacquiring the debt so that future 
ratepayers can enjoy a cost o f debt below the ' net ' cost of debt. 
Ratepayers bear the cost to the extent that the expenses taken 
under the Plan reduce overearnings." 

Witness Cicchetti further stated tha t "FPL has reacquired 
significant amounts of debt resulting in an excessive amount of 
equity i n its capital structure . By reacquiring substantial 

amounts of debt, FPL has replaced a tax deductible source of 
financing with a higher cost, non-tax deductible sou r ce of 

financing that : 1 . ) Increased FPL ' s after-tax overall cost o f 
capital relative to what it would have been otherw1se; 2.) 
Increased the dollar return to investors , and; 3 . ) Rerl1.Jced the 

amount of potential overearnings." 

Finally, witness Cicchetti testified that , with respect to the 
balance of unamortized debt costs associated with reacquisitio n , 
there is no valid justification for ratepayers to have to pay such 
a high amount . He concluded that writing off costs associated with 
the reacquired debt is inappropriate because the ratepayers, o ver 
the two year period, will pay the costs associated with reacquiring 
the debt while the benefits are given to ratepayers in the future . 

ArneriSteel witness DeWard also testified that losses on 
reacquired debt "are generally amortized over the remaining life of 
the debt that has been paid off or over the life of the debt issued 
to pay off the old debt." He indicated that "(t)his makes sense 
because the benefits of reducing debt costs are realized by 
r a tepayers over time as well . Of course , this mus t be tempe r ed to 
ensure that the capital structure is appropriate for ratemaking 
purposes and that the debt/equity ratio is appropriate . " 

Witness Cicchetti raised concerns about the appropriateness of 
the capital structure and i ntergenerational equity. In Orde r No . 
PSC-97-1070-PCO- EI , issued September 10 , 1997 , the prehearing 
officer for this docket determined that the issue of the 
appropriateness of FPL ' s capital structu re is outside the scope of 
t hi s proceeding. As for the issue o f intergenerational equity , 
witness Gower testified that "(b) y and large, the costs being 
recovered in this case were incurred to pro duce serv1ce in prio r 
years and ' intergenerational equity' suggests those costs be 
recovered quickly so that the cost of service in the future is not 
burdened wi th prior service costs . . or before some who receiveJ 
the prior service depart and avo id their fa1r share ol the costs . " 
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The issue before us is whether the details and results of the 

Plan for recording certain expenses in 1998 and 1999 are in the 
public interest . With respect to the record developed in this 
proceeding regarding the issue of accelerating the write-off of the 
remaining balance of unamortized loss on reacquired debt , there are 
three reasons that have persuaded us to find that this treatment be 
allowed . 

First, the Uniform System of Accounts (USoA) allows this 
Commission discretion in the treatment of these costs. Although 
A.meriSteel does not agree with this proposed methodology for 
writing off these costs , it admits in its Brief that we have the 
authority to do so . In addition, the Accounting Principles Board 
(APB) , in adopting APB 26, concluded that call premiums and other 
costs associated with the refunding and extinguishment of old debt 
could not be a source of benefit to new debt issues. In other 

words, the Board viewed refunding and early extinguishment as 
completed transactions and as such , gains or losses have to be 
recognized . Thus , the USoA and APB allow (the APB actually 
requires) the write-off of refunding and early extinguishment costs 
in the period they are incurred. 

Second, there is precedent found in several cases where this 
Commission has deviated from the USoA for the recovery of loss on 
reacquired debt and debt issuance costs . The USoA (Part 32) for 
the telephone industry specifies that loss on reacquired debt be 
recognized in the same period in which the debt was refinanced 
rather than amortized , as stated in Order No. 22793 , 1ssued Apr1l 
10 , 1990. However, in Order No. PSC-94 -0172-FOF-TL, iss.ued 
February 11 , 1994 , we approved a stipulation and agreement which 

allo wed Southern Bell to amortize the costs of refinancing as 
rapidly as possible as long as the amortization in any year d1d not 
exceed the interest savings for that year. As prev1ously 
discussed , witness Gower testified that the unamortized balance as 
of January 1 , 1998 , will be approximately $177 million . The 
interest savings is forecasted to be approximately $142 million for 
1998 . There1orc , Lhe bal..ance of urhtn10rtizcd l o s!; on n•,1c-quir0d 

debt can be recovered over the two years of the proposed Plan 
without the amortization in either year exceeding the ir.terest 
savings for that year. 

In contrast to the USoA for the telephone industry, Lhe vSoA 
regarding the electric and gas industry spec1 f ies that 
reccquired debt be amortized over the remaining life 
original debt or over the life of the new 1ssuance, as 

loss on 
of the 
Witness 
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Cicchetti discussed in his testimony . However , in Order No. PSC-
95 - 0964 -FOF-GU, issued on August 8, 1995 , in the case of West 
Florida Natural Gas , we ~pproved an accelerated recovery of 
unamortized issuance cost . In this Order , we found the utility's 
proposal to apply excess earnings from fiscal years 1994 and 1995 
toward the reduction of its balance of unamortized issuance costs 
to be reasonable and in the interests of both the utility and the 
ratepayers . 

Finally, the accelerated write-off of unamortized loss on 
reacquired debt will significantly reduce FPL's embedded cost of 
debt . All other things constant , the reduction in the cost ot debt 
will result in a lower overall cost of capital. The lower cost of 
capital will be used for measuring earnings in any future 
proceeding . This result could lead to a rate decrease or a rate 
increase being deferred to the future . 

In conclusion, based on the record in this proceeding , we find 
that the accelerated wr ite-off of unamortized loss on reacquired 
debt is reasonable and in the interests of bot.h FPL and its 
ratepayers . Therefore, this portion of t.he proposed Plan should be 
approved . 

Recording Excess Expenses in Unspecified 
Depreciation Reserve 

The purpose of the proposal to record any amounts in an 
unspecified depreciation reserve is to allow this Commission to 
retain jurisdiction over any additional expenses recorded over and 
above the amounts necessary to fully recover the reserve deficiency 
deferred items that have been specifically identified in the 
proposed Plan . FPL wi tness Gower agreed that we have the authority 
to consider various options for disposing of any amounts recorded 
in this reserve , including a refund . Based on the discuss1on of 
prior issues in this recommendation , it appears unlikely that FPL 
will record additional expenses i n 1998 or 1999 that will exceed 
the specifically identified items . Instead , Witness Gower stated 
that the additional expenses to be recorded will be less than the 
total amount that is available to be written off . 

AmeriSteel witness Cicchetti contended that because no 
depreciation reserve deficiency has been identified, there is no 
reason to create such a reserve. Instead, he testified, some type 
of rate relief should be provided . 
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Witness Gower cited several orders of this Commission 
di r~ct ing that additional depreciation expense be recorded to 
dispose of over - collections of revenue for various reasons. Order 
No . 16257 , issued June 19 , 1986 , directed companies to credit the 
revenue effect associated with interest synchronization for Job 
Development Investment Credit to an unspecified depreciation 
reserve account. This action wa s taken without any s pecific 
quantified or ident ified reserve deficiency . In each case , we 
stated that these amounts would be made account specific at the 
next depreciation represcription. 

turther , as part of Order No . 20162 , issued October 13 , 1988 , 
in Docket Nos. 880069-TL and 870832-TL, we set aside certain 
revenues for depreciation. This Order states : 

In its testimony, Scuthern Bell proposed to set aside 
certain revenues to fund depreciation. The company 
requested $50 , 000 , 000 for 1989 and $156,000,000 for 1990 . 
The effect of our previous decisions is that $17,114 , 281 
remains for 1989 and $147 , 743 , 082 for 1990. We will hold 
these funds subject to disposition by the Commission when 
Southern Bell files its next depreciation study . If the 
~ompany justifies additional depreciation , these amounts 
can be applied to that end . If the amounts are not 
proven to our satisfaction , we can otherwise dispose of 
those amounts . 

Witness Cicchetti testified that no depreciation reserve 
defici ency has been identified and , therefore , there is no reason 
to create an unspecified depreciation reserve for the excess 
revenues rather than providing rate relief. If expenses are 
recorded to the reserve and we later decide that there are no 
deficiencies and the money should be refunded to tne Cttstomers , 
witness Cicchetti questioned whether this would constitute 
retroactive rate-making. I n any event , he agreed that we would 
maintain jurisdiction over the monies if they are booked to an 
unspecified reserve . Additionally, in its Brief , AmeriSteel 
expresses concern that recording excess revenues to an unspecified 
reserve would simply ensure that a cash refund or a reduction in 
rates to offset any excess revenues would not be made und~r any 
circumstance . 

tPL agrees that in the event no additional reserve 
deficiencies exist , adjustments to the reserve should not be made 
simply to "accelerate" recovery . If this is the case , another 
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option available for us to consider for the disposition of any 
exc~ss revenues recorded to the reserve would be a cash refund to 
the customers . The point is that this Commission retains 
jurisdiction over these excess revenues until final disposition is 
determined . FPL contends that while a refund would provide 
customers a short-term benefit , additional capital recovery 
treatment provides lower long-run revenue requirements by reducing 
investor supplied capital on which a return must be paid. 

Composite Exhibit 7 , pages 100- 156 , identifies reserve 
deficiencies associated with FPL ' s combined- cycle units and s1x o f 
its steam production sites . When FPL files its comprehensive 
depreciation study later this month , a review of FPL' s current 
depreciation rates and its reserve position can be made. Based on 
that review, monies directed to be recorded to the Product i on Plant 
reserve as a result of the Plan approved in Docket 950357-EI will 
be made account specific. In the event additional deficiencies 
exist, the y should be candidates for correct ion. Witness Gower 
testified that he believed the proposed Plan contemplates the 
Commission considering future depreciation studies that are filed 
on behalf of FPL . 

We agree with AmeriSteel that the proposed Plan should be more 
specific regarding the disposal of any excess revenues booked . If 
FPL justifies the need for additional depreciation expense to 
correct additional reserve deficiencies , and there are additional 
revenues, these monies should be used to that end . However , if the 
need for the additional depreciation expense is not proven to o ur 
satisfaction or if there are no reserve deficienc ies to c o rrec t, we 
shall otherwise dispose of the monies recorded in the non-account 
specific reserve . 

Based on the record , we believe that no expense~ are likely t o 
be recorded in the unspecified depreciatio n reserve. We also 
believe that a "safety net" should be established to allow us t o 
retain jurisdiction if FPL is in a position to record any 
additional expenses in excess of the specifically identified items . 
Because we have the discretion to consider vario us opt j o ns to 
rl ts pose o f any amo unts r ecorde d 1n thi s r e serve, we may o rdet a 
refund or other type of rate relief . Therefore, we f1nd that it is 
appropriate to allow FPL to record expense amounts in an 
unspecified depreciation reserve after all of the other items in 
the proposed Plan have been recovered . 
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Conclusion 

We have discussed the merits of each individual element of the 
proposed Plan and have approved each element for inclusion in the 
Plan. However, the question of whether or not to approve the 
extension of the Plan still remains . 

The overall purpose of the proposed Plan is to mitigate past 
reserve deficiencies , deferred regulatory assets , and previously 
flowed through taxes. All of these items relate to prior periods 
but are affecting current periods because they are being amortized 
or charged over future periods . The elimination or reduction of 
these items wil l result in lower future revenue requirements 
because rate base and expenses will be reduced. 

FPL witness Gower stated that one purpose of the PAA Order was 
to help facilitate the establishment of a "level accounting playing 
field" . However, he did not advocate an immediate change in our 
policies in this docket to achieve such an end . On this point , we 
agree with the assertion in AmeriSteel's Brief that this is not an 
appropriate reason to adopt the proposed Plan . There is no basis 
in the record for attempting to revise the accounting rules for FPL 
to treat it as though it was an unregulated company . As previously 
stated , the purpose of the proposed Plan is to accelerate the 
recovery of past underrecoveries . 

Based on our findings above, we find that the proposed Plan, 
as set forth in the PAA Order , should be approved . We also find , 
however, that two modifications to the proposed Plan are 
appropriate . The first modificatio n is to eliminate Item 2 of the 
proposed Plan, concerning the book-tax timing differences. The 
record demonstrates that the entire amount of the book-tax timing 
differences will be writ ten- off during 1997. Therefore , it is not 
necessary to include this item i n the Plan extension. The second 
modification concerns Item 6 of the proposed Plan, related to the 
recocding of additional expense amounts in an unspecified 
depreciation reserve . The language in Item 6 should be modified to 
reflect that we have the authority to consider a variety of options 
for the disposition of any amounts included in the unspecified 
depreciation reserve . The approved Plan, as modified, is 
jncorporated in this Order as Attachment B. 

We believe it is good regulatory policy to eliminate these 
types of prior period items when the funds are available to do so 
without raising current rates . Once these items have been 
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addressed , we may then evaluate FPL ' s earnings on a going forward 
basis and decide on an appropriate course of action . 

We note that no witness , in direct or rebut tal testimony , 
specifically addressed the treatment of the debit deferred income 
tax balances related to the decommissioning of FPL' s nuclear units. 
However, witness Gower indicated that his testimony was intended to 
show that the Plan is reasonable and appropriate , benefits FPL ' s 
customers for the longer term, and represents good regulatory 
policy . He stated that the Plan requires the debit balance 
deferred income taxes related to decommissioning the nuclear units 
be treated below the line for ratemaking purposes and that such 
treatment is an entirely reasonable adjustment to make . Witness 
Gowe r testified that this treatment is appropriate in order to make 
the books balance . 

The funded reserves may be either qualified or unqualif~ed. 
Witness Gower explained that , to arrive at base rates, the reserve 
for decommissioning and the funds for decommissioning are removed 
trom rate base and expense . We agree that below the line treatment 
of the debit balance deferred income taxes r elated to 
decommissioning the nuclear units is consiste~t with the treatment 
given the other elements of decommissioning . Accordingly, we find 
that this portion of the proposed Plan should be approved. 

Based on the foregoing , it is 

ORDERED by the Florida Public Service Commission that each and 
all of the specific findings herein are approved in every respect . 
It is further 

ORDERED that the proposal to extend the 
& Light Company tc record certain expenses 
set fo rth in Attachment 8 to this Order , 
further 

Plan for Florida Power 
for 1998 and 1999 , as 
is approved . It ~s 

ORDERE D that Florida Power & Light Company ' s 1996 Revenue 
Forecast is the appropriate revenue forecast to use to determine 
the level of additional expenses allocated to the Plan . It ~s 

further 

ORDERED that Florida Power & Light Company is authorized to 
correct deficiencies in its fossil dismantlement and nuclear 
dPcommissioning reserves as set forth in the Plan. It is further 
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ORDERED that this Commission will not consider requiring 

Florida Power & Light Company , as part of the approved Plan , to 

transfer reserve depreciation surplus balances for any of its plant 
accounts to offset depreciation reserve defic~encies. It is 

further 

ORDERED that Florida Power & Light Company is authorized to 

accelerate the write-off of unamortized loss o n reacquired debt as 

set forth in the Plan. It is further 

ORDERED that Florida Power & Light Company is authorized to 
record , as an expense to a non-account specific reserve account in 
Production Plant , any revenues remaining after correction of any 
depreciation reserve deficiency, writing off unamortized loss on 

reacquired debt, and correction of fossil dismantlement and nuclear 
decommissioning reserve deficiencies. These revenues shall either 

be allocated to specific accounts during a comprehensive 

depreciation rate review or otherwise disposed of by this 
Commission . It is further 

ORDERED that the Plan neither precludes an earnings review nor 
a review of the Plan during the context of a proceeding to r~set 

base rates . It is further 

ORDERED that this docket shall be closed. 

By ORDER of the Florida Public Service Commission this ~ 

day of January , ~. 

{S EAL) 

WCK 
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by Sectio n 
120 . 569 (1) , Florida Statutes , to notify parties o f any 
administrative hear~ng or judicial review of Commission orders that 
is dvailable under Sections 120 . 57 or 120 . 68 , Florida Statutes , as 
well as the procedures and time limits that apply . This notice 
should not be construed to mean all requests for an administrative 
hearing or judicial review will be granted or result in the relief 
sought . 

Any party adversely affected by the Commission ' s final a c tiv n 
in this matter may request : 1) reconsideration of the decision by 
filing a motion for reconsideration with the Director , Division of 
Records and Reporting, 2 54 0 Shumard Oak Boulevard, Tallahassee , 
Florida 32399-0850, within fifteen (15) days of the 1ssuance of 
this order in the form prescribed by Rule 25- 22 . 060 , Florida 
Administrative Code ; or 2) judicial review by the Florida Supreme 
Cou r t in the c ase of an electric, gas or telephone utility or the 
First District Court of Appeal in the case of a water and/or 
wastewater utility by filing a not1ce of appeal with the Director , 
Division of Records and reporting and filing a copy of the not1ce 
of appeal and the filing fee with the appropriate court . This 
filing must be completed within thirty (30) days after the issuance 
of this order , pursuant to Rule 9.110, Florida Rules of Appellate 
Procedure . The notice of appeal must be in the form specified in 
Rule 9 . 900(a) , Florida Rules of Appellate Procedure . 
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FPL 1998 and 1999 Plan 
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FPL shdll record an additional retail expense in 1998 and 1999 
equal to 100% of the base rate revenues produced by retail sales 
between its " low band" ($3.1409 billion) and "most likely sales 
forecast " ( $3 . 2241 billion) and at least 50% of the base rate 
revenues produced by retail sales above FPL ' s "most likely sales 
forecast " forecasted for 1996 as filed in Docket No. 950359-EI . 
Any additional retail expense recorded as a result of this 
provision will be applied Lo the reLail portion of the following 
listed in priority order : 

1 . Correction of any depreciation reserve deficiency resulting 
from an approved depreciation study order; 

2 . Writing off the net amounts of book-tax timing differences 
that were flowed through in prior years and remain to be 
turned around in future periods ; 

3 . Writing off the Unamortized Loss on Reacquired Debt; 

4 . Correction of the reserve deficiency, if any , existing in 
FPL ' s fossil dismantlement reserves ; 

5 . Co rrection of the reserve deficiency, if any, existing in 
FPL ' s nuclear decommissioning reserves. Any additional 
expenses recorded under this plan for nuclear decommissioning 
shall be funded o n an after tax basis . Effective January 1 , 
1998 , all debit deferred taxes resulting from amounts 
con t ained in decommissioning funds shall be excluded for 
surveillance purposes ; 

6 . In the event revenues from the forecast bands are greater than 
the expen ses ide ntified herein , the remaining expenses shall 
be recorded in an unspecified depreciation reserve to be 
allocated at a later date. 

A comprehensive fossil dismantlement study and a comprehens~ve 
nuclear decommissioning study shall be filed by October 1 , 1998 . 

Upon the Commission ' s own motion or a petition filed with the 
Commission , the recording of the additional expense under this plan 
may be altered or terminated by the Commission in the event that 
legislative , administrative or judicial action authorizing retail 
wheeling or deregulating the reta~l electric market is approved for 
Florida . 
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FPL 1998 and 1999 Plan 

ATTACHMENT B 
PAGE 1 OF 1 

FPL shall record an additional retail expense in 1998 and 1999 

equal to 100% of the base rate revenues produced by retail sales 

between its "low band " ($3 .14 09 billion) and "most likely sales 

forecast" ($3 . 2241 billion) and at least 50% of the base rate 

revenues produced by retail sales above FPL's "most likely sales 

forecast " forecasted for 1996 as filed in Docket No . 950359-EI. 

Any additional retail expense recorded as a result of th1s 

provision will be applied to the retail portion of the following 

listed in priority order: 

1 . Correction of any depreciation reserve deficiency resulting 
from an approved depreciation study order ; 

2 . Writing off the Unamortized Loss on Reacquired Debt ; 

3 . Correction of the reserve deficiency, if any, existing in 
FPL's fossil dismantlement reserves; 

4. Correction of the reserve deficiency , if any, existing in 

FPL ' s nuclear decommissioning reserves . Any additional 
expenses recorded under this plan for nuclear decommissio ning 
shall be funded on an after tax basis . Effective January 1 , 
1998, all debit deferred taxes resulting from amounts 

contained in decommissioning funds shall be excluded for 
surveillance purposes; 

5 . In the event revenues from the forecdst bands are greate~ than 

the expenses identified herein , the remaining expenses shall 

be recorded in an unspecified depreciation reserve to be 
subject to the Commission's disposition at a later date . 

A comprehensive fossil dismantlement study and a comprehensive 

nuclear decommissioning study shall be filed by October 1 , 1998 . 

Upon the Commission ' s own motion o r a petitio n fil e d wi t h the 

Commission, thu record1ng o f the additional expense under th1s plan 
may be altered or term1nated by the Commission in the event that 

legislative , administrative or judicial action authorizing retail 

wheeling or deregulating the retail electric market is approved for 

Florida. 
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