
State of Florida 

DATE 

CAPITAL CIRCLE OFFICE CENTER 2540 SHUMARD OAK BOLI&&’ARb_:-, 
\.-’ - ~ 

JUNE 8, 2000 

TO: DIRECTOR, DIVISION OF RECORDS AND REPORTING (BAY& 

FROM : DIVISION OF ECONOMIC REGULATION 
DIVISION OF SAFETY AND ELECTRIC RELIABILIT ~ o ~ S O N )  2 DIVISION OF LEGAL SERVICES (1SAAC)ew f!,$ T i  

RE: DOCKET NO. 000518-E1 - REVISED DEPRECIATION STUDY FOR 
SANFORD SITE BY FLORIDA POWER AND LIGHT COMPANY 

AGENDA: 06/20/00 - REGULAR AGENDA - INTERESTED PERSONS MAY 
PARTICIPATE 

CRITICAL DATES: NONE 

SPECIAL INSTRUCTIONS: NONE 

FILE NAME AND LOCATION: S:\PSC\ECR\WP\OOO518.RCM 
ATTACHMENT IS NOT AVAILABLE 

CASE BACKGROUND 

By Order Nos. PSC-99-0073-FOF-E1 and PSC-99-0958-FOF-EI, 
issued January 8, 1999 and May 11, 1999, respectively, in Docket 
No. 971660-E1, the depreciation rates and capital recovery 
schedules for Florida Power & Light Company (FPL or company) were 
revised. The rates and recovery schedules approved for the Sanford 
units recognized the planned re-powering of Units 3 and 4 by 2003. 
Since that time, FPL’s plans have changed. Current planning is to 
re-power the Sanford Units 4 and 5 by 2002 and not to re-power 
Unit 3. 

On April 2 8 ,  2000, FPL filed a depreciation study addressing 
the need to revise its depreciation rates and recovery schedules 
for the Sanford units to reflect the current re-powering plans. 
The company is requesting preliminary implementation of its 
proposed revised depreciation rates and recovery schedules. This 
recommendation addresses FPL‘s request for preliminary 
implementation. DOCUMENT H’!MB€Q-DATE 
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DISCUSSION OF ISSUES 

ISSUE 1: Should FPL be allowed to preliminarily implement its 
proposed depreciation rates and recovery schedule for the Sanford 
site? 

RECOMMENDATION: Yes. FPL should be allowed to implement on a 
preliminary basis the proposed rates and recovery schedule for the 
Sanford site shown on Attachment A, pages 5 - 1 .  The effect of this 
proposal is an increase in annual depreciation expense of about 
$2.6 million, based on January 1, 2000 investments and reserves. 
The rates, recovery schedules, and resulting expenses will be 
trued-up when final action is taken by the Commission in October, 
2000. (LEE) 

STAFF ANALYSIS: FPL has requested, in accord with Rule 25-6.0436, 
Florida Administrative Code, that it be allowed to implement its 
proposed depreciation rates and recovery schedule reflecting 
changes in the re-powering plans for the Sanford site on a 
preliminary basis. These rates and resulting expenses will be 
trued-up when final Commission action is taken. 

Preliminary booking or implementation does not and should not 
infer that, upon completion of the review of the company's filed 
study, staff will be in full agreement with company life, reserve 
and salvage proposals, but only that preliminary implementation of 
the rates and recovery schedules shown on Attachment A are likely 
to result in more appropriate expenses than retention of the 
currently effective rates. 

At the time of the last depreciation study, FPL's plans were 
to re-power the Sanford Units 3 and 4 by 2003. Accordingly, a 
recovery schedule was approved designed to recover the assets 
estimated to retire at these units over the associated remaining 
life span and lives for those assets remaining in service were 
developed reflecting the re-powering. 

FPL now reports that its plans have changed and Units 4 and 5 
will be re-powered and not Unit 3. Further, the re-powering will 
be completed by 2002 rather than 2003. The company has proposed a 
revision to its recovery schedule as well as revisions to the 
depreciation rates prescribed for the Sanford site to reflect these 
changed plans. 
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A summary of the changes in estimated 2000 expenses for the 
Sanford site resulting from the company proposed rates which are 
shown on Attachment A are as follows: 

Revised Dep. Rates 

( $ )  

221,225 

Sanford Re-powering Retirements 3,545,167 

Total Change in Annual Expenses 3,766,392 
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ISSUE 2: What should be the implementation date for the new 
depreciation rates and recovery schedules? 

RECOMMENDATION: January 1, 2000. (LEE) 

STAFF ANALYSIS: The Company has requested, and all data and 
calculations abut, a January 1, 2000, implementation date. 
Provision for preliminary implementation is made by Rule 25- 
6.0436(5), Florida Administrative Code, to permit a more accurate 
statement of expected expenses during the fiscal year. 

ISSUE 3: Should this docket be closed? 

RECCMMENDATION: No. This docket should remain open pending review 
and final Commission action concerning the appropriate rates and 
recovery schedules. (ISAAC) 

STAFF ANALYSIS: This recommendation only addresses the preliminary 
booking of depreciation rates/recovery schedules and estimated 
expenses beginning January 1, 2000, with a provision for a true-up 
of those expenses and subject rates when final Commission action is 
taken. The issue regarding appropriate rates cannot be resolved 
until the company’s filing has been thoroughly reviewed and 
analyzed. Staff expects to bring a recommendation to the 
Commission for final action on this study in October, 2000. 
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Florida Power B Light Company 
Summary of Changes in Capital Recovery and Depreciation 
Attachment 1 

Current Current Proposed 
Capital Accrual Capital 

Recovery (over 5.5 years Recovery 
Schedule for Capital Schedule 

Sanford Plant Net Book Value Recovery Sch) Net Book Value 

Capital Recovery Schedule 7.1 71,879.00 1,303,978.00 12,122,863.49 

Depreciation Study 3,479,149.37 

Net Increase for both Capital Recovery Schedule and Depreciation Study: 
I 

lJl 

I 

Proposed 
Accrual Increase 

(over 2.5 years (Decrease) 
for Capital in Annual 

Recovery Sch) ACCNal 

4,849,145.40 3,545,167.40 

2,566,954.67 (912,194.70) 

2,632,972.70 
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