BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Request for approval cf DOCKET NO. 981166-EI

revised fossil dismantlement ORDER NO. PSC-00-0293-PAA-EI
expense accruals, effective ISSUED: February 14, 2000
1/1/99, by Florida Power & Light

Company .

The following Commissioners participated in the disposition of
this matter:

JOE GARCIA, Chairman
J. TERRY DEASON
SUSAN F. CLARK

E. LEON JACOBS, JR.

NOTICE OF PRQPOSED AGENCY ACTION
ORDER REVISING FOSSIIL DISMANTLEMENT ACCRUALS

BY THE COMMISSION:

NOTICE 1is hereby given by the Florida Public Service
Commission that the action discussed herein is preliminary in
nature and will become final unless a person whose interests are
substantially affected files a petition for a formal proceeding,
pursuant to Rule 25-22.029, Florida Administrative Code.

I. CASE BACKGROUND

By Order No. PSC-95-1532-FOF-EI, issued December 12, 1995, in
Docket No. 941343-EI, Florida Power & Light Company (FPL or
company) was required to file its fossil dismantlement studies on
December 29, 1999. Subsequently, by Order No. PSC-98-0027-FOF-EI,
issued on January 5, 1998, in Docket No. 970410-EI, FPL was
directed to file its fossil dismantlement studies no later than
October 1, 1998. FPL’'s request for approval of a revised fossil
dismantlement accrual resulting from its updated site-specific
dismantlement studies was filed on September 17, 1998.

By Order No. PSC-99-0519-AS-EI, issued March 17, 1999 in
Docket No. 990067-EI, we approved a Stipulation and Settlement
(Stipulation) between FPL, the Office of Public Counsel, the
Florida Industrial Power User’s Group, and the Coalition for
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Equitable Rates. The Stipulation addressed a number of earnings
and rate-related issues. By Paragraph 8 of the Stipulatiori, the
parties agreed that FPL’s fossil dismantlement expense would be
capped at the currently approved 1level. The current annual
dismantlement accruals of $16,962,106 were approved by Order No.
PSC-95-1532-FOF-EI, issued December 12, 1995, in Docket No. 941343~
ET. The Stipulation does not preclude a reduction in annual
accrual amounts, if appropriate. This Order addresses our review
of FPL’s current fossil dismantlement studies.

IT. RESERVE ALLOCATIONS

By Order No. PSC-98-0027-FOF-EI, issued January 5, 1998, in
Docket No. 970410-EI, FPL was authorized to record additional
expense amounts to correct the calculated historical deficiency
brought about by failure in the past to adequately provide for the
cost of dismantlement. As a result, FPL has increased its
dismantlement reserve by $37,515,232 jurisdictional ($38,150,825
Total System). Attachment A, which is incorporated by reference
herein, shows the approved allocation of this additional
dismantlement expense amount to each production unit. The
allocations are based on calculated reserves that are in accord
with generally accepted theoretical reserve calculations.
Therefore, we find that the reserve allocations shown on Attachment
A shall be approved.

ITI. APPROPRIATE ANNUAL PROVISION FOR DISMANTLEMENT

The approved annual provision for dismantlement was developed
using the corrected dismantlement reserve position, company updated
dismantlement cost estimates, a contingency factor of 16%, and the
latest inflation forecasts for all fossil plant sites. The
decrease in the annual provision is due, primarily, to correction
of the reserve deficiency and changes in the DRI forecasts.

Updated dismantlement cosgst estimates of $282,163,825 are based
on site-specific studies and reflect an increase of about 16% over
the 1994 estimates of $243,199,381. The increase is due primarily
to increased labor rates based on the 1998 Means Union wages
adjusted to reflect the geographical 1location of each site,
increased disposal costs for concrete and non-hazardous insulation
based on current landfill fees and hauling charges, and a general
decrease in salvageable material values.



ORDER NO. PSC-00-0293-PAA-EI
DOCKET NO. 981166-EI
PAGE 3

FPL’'s current dismantlement accruals are based on cost
estimates assuming a 16% weighted average contingency factor.
Inherent in its updated cost estimates, FPL continues use of the
same contingency factor. The factor is based on applying specific
contingency factors as recommended by the Atomic Industrial
Forum/National Environmental Studies Project report AIF/NESP-036,
“Guidelines for Producing Commercial Nuclear Power Plant
Decommissioning Cost Estimates” to individual cost categories that
are applicable to fossil dismantlement. Additionally, a 20%
contingency factor was assumed for asbestos removal since the
report does not include specific factors for this cost category.
We have utilized a 16% weighted average contingency factor to
determine the total estimated costs for the dismantlement of FPL’s
fogssil-fueled generating stations.

FPL's dismantlement study calculated revised annual
dismantlement accruals based on DRI inflation forecasts from the
Fall/Winter 1997-1998 publication. We updated the DRI inflation
factors using the latest available data from the DRI Summer 1999
publication. The effect of the DRI update is a decrease in the
annual accrual of $1,787,166.

The total dismantlement annual accrual based on FPL’s current
gite-sgspecific dismantlement study cost estimates, the DRI Summer
1999 inflation factors, and the use of a dismantlement book reserve
position is $22,562,448. However, correction of the reserve
deficiencies as authorized by Order No. PSC-98-0027-FOF-EI, results
in a total annual dismantlement accrual of $15,574,015.
Accordingly, we find that the appropriate annual Total System
provision for dismantlement is $15,574,015, effective January 1,
1999.

IV. FILING DATE FOR FPL’S NEXT FOSSIL DISMANTLEMENT SITE-SPECIFIC
STUDIES

By Order No. PSC-95-1532-FOF-EI, issued on December 12, 1995
in Docket No. 941343-EI, we approved FPL’s request to file updated
fossil dismantlement studies on a four-year cycle beginning
December 29, 1994. Subsequently, by Order No. PSC-98-0027-FOF-EI,
issued on January 5, 1998 in Docket No. 970410-EI, FPL was required
to file its fossil dismantlement study no later than October 1,
1998. 1In accordance with this order, FPL filed its current studies
on September 17, 1998. Therefore, we find that the next regularly
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scheduled fossil dismantlement site-specific studies shall be filed
no later than September 17, 2002.

Based on the foregoing, it is

ORDERED by the Florida Public Service Commission that the
reserve allocations shown on Attachment A, which is incorporated by
reference herein, are approved. It is further

ORDERED that the annual provision for dismantlement of
$15,574,015, shown on Attachment B, which is incorporated by
reference herein, is approved, effective January 1, 1999. It is
further

ORDERED that the next regularly scheduled fossil dismantlement
site-specific studies for Florida Power & Light Company shall be
filed no later than September 17, 2002. It is further

ORDERED that the provisions of this Order, issued as proposed
agency action, shall become final and effective upon the issuance
of a Consummating Order unless an appropriate petition, in the form
provided by Rule 28-106.201, Florida Administrative Code, 1is
received by the Director, Division of Records and Reporting, 2540
Shumard Oak Boulevard, Tallahassee, Florida 32399-0850, by the
close of business on the date set forth in the “Notice of Further
Proceedings” attached hereto. It is further
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ORDERED that in the event this Order becomes final, this
Docket shall be closed.

By ORDER of the Florida Public Service Commission this 14th

P2 Q)

BLANCA S. BAYO, Direct
Division of Records and rting

(SEAL)

RVE

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAT, REVIEW

The Florida Public Service Commission is required by Section
120.569(1), Florida Statutes, to notify parties of any
administrative hearing that is available under Section 120.57,
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 will be granted or result in the
relief sought.

Mediation may be available on a case-by-case basis. If
mediation is conducted, it does mnot affect a substantially
interested person’s right to a hearing.

The action proposed herein is preliminary in nature. Any
person whose substantial interests are affected by the action
proposed by this order may file a petition for a formal proceeding,
in the form provided by Rule 28-106.201, Florida Administrative
Code. This petition must be received by the Director, Division of
Records and Reporting, 2540 Shumard Oak Boulevard, Tallahassee,
Florida 32399-0850, by the close of business on March 6, 2000.
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In the absence of such a petition, this order shall become
final and effective upon the issuance of a Consummating Order.

Any objection or protest filed in this docket before the
issuance date of this order is considered abandoned unless it
satisfies the foregoing conditions and is renewed within the
gspecified protest period.



< v \ v

ORDER NO. PSC-00-0293-PAA-EI
DOCKET NO. 981166-EI
PAGE 7




: - L

ORDER NO. PSC-00-0293-PAA-ET
DOCKET NO. 981166-EI
PAGE 8






