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In Docket No. !150359-EI, the Comnussion approved a proposal by 
Florida Power & Light Company (PPL or the Company) that resolved 
all of the identified issues regarding FPL' s petition to establish 
a nuclear amortization achedule. Pursuant ~.o Order No. PSC- 96 -
0461 - FOF-EI, issued April 2, 19!16, FPL was required : (1) to bool( 
additional 1995 depreciation expense to the historic reserve 
deficiency in nuclear production; (2) to record , commencing 1n 
1996, an annual $30 million in nuclear amortization, subJect Lo 
final determination by the Commission as to tho accounLs to whi c h 
it is to be booked; and (3) to record an additional expense in 1996 
and 1997 baaed on differences between actual and forccAQ~ed 
revenues, to be applieo to specified items in a specifi c order. 
The Commission voted to extend the Plan for 1!18 and 1~!19 through 
Proposed Agency Action (PAA), Order No. PSC-!17-0499 -POP-El. The 
proposed Plan is presented on Attachment B. AmeriSteel Co~ra tlon 
(AmeriSteel) protested the Commission's a~tion. An evidentiary 
hearing was held on Novembe~ 25, 1997. 
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DOCK-~ NO. 970410-EI 
DATE: DECEMBER 12, 1997 

DISCQSSIOH OP ISSUE$ 

ISSQB 1: What is the appropriate revenue for~caet to be used to 
determine the level of additional expense& allocated t o this Plan? 

BBCOMMBNDAT1QN: FPL's 1996 Revenue Forecast (including Most Ltkely 
Revenue equal to $3,224.1 million and Low Band Revenue equal to 
$3, 140.9 million) i s the apprupriate revenue forecast to use to 
determine the level of additional expenses, or write-offA, 
allocated to t he Plan. (McNulty l 

PQSITION OP PABTISB 

fLORIDA PO!BB ' LIGJn' COKPAHX: PPL' s 1996 base rate revenues 
forecast is an appropri ate benchmark which simply quantif ies the 
amount of additional expenses. This benchmark provides a greater 
degree of earnings risk to FPL and additional incentive to FPL 
management to control coot a ; but, the Company believes it is 
important to correct the cos: underrecoveriee. 

AMBRISTRBJ• CORPQRATIOR: Additional expeneea should be ba led on 
verified coste and a demonstrated need for recovery rather than an 
authorized •pool • of added expense dollars designed to offset 
revenue growth. 

STAFF AHALXSIS: This docket was established to address ~he 

under recovery amounts identified in Issues 2-6 of thls 
r ecommendation. (See Attachment Al The proposed Plan would require 
an annual write -off (expense) to addreos these undeLrecoveriee 
baaed upon a two-part ca1culacion. Th" firot part io tho 
difference between the 1996 Moat Likely Revenue Porecaot C$3,224.1 
million) and the 1996 Low Sand Porecaot ($3,140.9 milll.on). (See 
Attachment B) Thia amount is $83.2 million. The second part is 
identified aa at l east half the difference between the actual 
annual revenue during the period ot the Plan (1998-1999) and the 
1996 Most Likely Revenue. Thus, tl•e 1996 Revenue Forecast would 
serve as a benchmark in determining write-offD. Thio benchmark 
could feasibly be replaced with any number or other benchmarks. 
ouch as the 1997 or 1998 Revenue Forecast, or any othe r discreet 
revenue amount selected f or purpose of compa riaon to actual 1998 
ard 1999 revenue. 

FPL Wicneaa Gower stated that the use of the 1996 revenue 
forecast as a benchmark for determining write-off& in ch~s do=ket 
io reasonable. He warned that the use of revenue forecascs for 
years later than 1996 as a benchmark could decreaae the amount of 
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write-offs in 1998 and 1999. He argued that this would delay and 
increase the risk of recovery of the costs in quest ion. ITR 3 3- 3 4) 

AmeriSteel Witneso Cicchetti indicated that accelerated 
amortization should be based upon need and should not be a function 
of FPt.'s growth in revenue. He argued that the Plan al!t)wo FPL to 
accelerate expenses that are appropriately attributable to future 
periods or are subject to revision, reeotimation, or changed 
assumptions. (TR 260 and 281) 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. • (TR 270-271) Based on this argument, 
using the 1996 revenue forecast as a benchmark for determin1ng 
write-offe is unnecessary. 

While there are many rev.mue benchmarks which could 
potentially be used to determine write-offs in thio docket, it is 
important to identify the criteria for selecting the appropriate 
benchmark. Staff believes the appr<lpriate revenu" benchmark is 
one which: 1) allows the Company to addreos the renaining 
underrecoveries as expeditiouoly as possible, and 2) provides 
incentive for the Company to control expenseo, and 3) assumes 
minimal impact upon existing customer rates. Each o f these 
criteria is addressed below. 

First, Staff believes the appropriate benchmark should allow 
the Company to write-off the remaining underrecoveries as 
expeditiously as possible . Staff believes the concept of 
expeditiouo recovf'lry, rather than extended recovery, is appropriate 
for the reasons detailed in Staff'R Recommendation in Iosues 2-6. 
In order to determine whether the Plan is c..q>editiouu, it is 
necessary to compare the size of the problem (the amount of 
underrecoveries) to the oize of the proposed solution (the 
forecasted write-of!&). The total underrecoverieo as of 1/1/98, 
per staff recommendations in Issues 2-6, will be approximately 
$768.4 million. (See Attachment A) Based on FPL's fore•nsted 1998 
and 1999 revenue and the 1996 Revenue Forecast benchmark, the 
forecasted 1998-99 minimum write -off amount ie $464.0 million. 
(EXH 7, pg. 1) While the forecasted minimum write-offo are 
considerably less than the total underrecoveries, it is evident 
that more than half of. the total underrecoveries would be written 
of f during 1998 and 1999, the period during whi ch the Plan is in 
effect. If the projected minimum write-offs were the amount 
actually expensed rather than aome higher write -off amount, the 
Plan would be expected to partially address the underrecovery 
problem, leaving $304.4 millicn in remaining underrecoverieu by the 
end of 1999. 
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DOCKET NO. 970410-EI 
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If the Company wrote off expenses based, in par~. upon one· 
hundred percent of the difference between the forecas ted annual 
revenue and the 1996 Most Likely Revenue Forecast, so that tvtal 
write-offs were increGsed 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 loss $761.6 million). (EXH 8 , pg. 23 ) 
Thus while PPL is required to write off more than half of the 
i dentified underrecovery amount per the Plan, it appears unlikely 
that th~ Company will write off all of the underrecoveries during 
the period (1998 and 1999). According to the Plan, any requlred 
write-off amount in excess of the approved underrecoveries must be 
credited to an unspecified depreciation reserve . (See Issue 5) It 
appears unlikely that a large amount would be credited to the 
reserve . Staff believes that this Plan is expeditious in 
addressing the forecasted underrecoveries. However, additional 
time beyond the period of the Plan may be required to completely 
address all remaining underrecoveries. 

Second, the use of an appropriate revenue benchmark sh:::ould 
result in an incentive for PPL to control operational expenses . 
AmeriSteel Witness Cicchetti asserted that the Plan removes 
management incentives for efficiency associated with traditional 
ratemaking practices. He claimed that FPL may choose to forego 
writing-off certain expenses allowed undet· the Plan and instead 
incur certain operational expenses the Commission might not 
normally allow. (TR 265-266) PPL Witness Gower counters that the 
requirement of the Plan is for FPL to record significant additional 
Plan-related expenses each year of the Plan. This requirement is 
achieved by capturing potential revenue growth for write-of f 
purposes and is therefore not available to o':fset operational 
expense increases. ACcording to Wicneas Gower, -This heightens -­
not eliminates the pressure to control expenses or suffer 
earnings below authorized levels . • (TR 394) 

Staff believes that baoing write- offs on the 199~ revenue 
forecast benchmark gives PPL an incentive to write-off as much of 
the approved expenses ao possible, as soon as possible. Using the 
1996 revenue forecast benchmark, the Company projects that it mus t 
write off, at a minimum, $203 million in 1998 and $261 million in 
1999, compared to the 1997 expected write-off o f $162 million. 
(EXH 7, pg. 1) Thi~ means that PPL's base revenues must increase 
at least $41 million more than PPL'o operational expenses in 1993 
compared to 1~97 in order to satisfy the required minimum write­
off. This assumes: 1) the Company books total write-of fs during 
1997 of approximately $162 million, which FPL Witness Gower has 
asserted and, 2) annual revenue increases are realized based upon 
normal customer growth and normal use-per-customer growth, per the 
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Company's forecast and, 3) FPL experiences no reduction in current 
earnings i n 1998. (TR 108 and 413 l Under ~ ho Plan, the Company 
has an incentive to minimize its operational expenses in order to 
achieve the forecasted minimum write-off requirement while still 
protecting its current earnings level. In this respect, the 
Company• s current earnings may be in jeopardy if it fails to 
sufficiently control operational expenses. 

Finally, the use of an appropriate revenue benchmark should 
not be baaed upon significant increases or decreases in customer 
rates . By basing write-off requirements on the 1996 Revenue 
Forecast, the Plan requires no change in existing customer rates . 
The write-offe are a fall-out of the existing rates. According to 
FPL Witness Gower, the Plan would •accomplish these corrections 
without increasing FPL's rates to current customer~.· (TR 21) 

In summary, because the 1996 revenue forecast benchmark allows 
expeditious recovery of underrecovered costs, offers an incentive 
to minimize operational expenses, and requires no change in 
existing rates , Staff believes it iu an appropriate benchmarr to 
use to determine the additional expenses, or write -of fs. allocated 
to the Plan. 
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ISSUE 2: Should the Commission defer a decision to allow any 
additional decO!IIllissioning or dismantlement expense until there has 
been a full examination of PPL's nuclear decommissioning and fossil 
plant dismantle ment studies? 

REQQMMEHDATIQN: No. Based on the base cost ostimatco and 
assumptionu that underlie FPL's currently prescribed nuclear 
decommissioning and fossil diomantlement annual accruals, FPL has 
identified and quantified an existing reserve deficiency for 
nuclear decommissioning and for fossil dismantlement as o( ~cember 
31, 1996. (Response to Staff Interrogatory 3, i:XH 7 l This 
historic failure to recover in the past demonotrates that 
correction as quickly as practical to reduce the spread of the 
mislatement into the future is required. k~i1e the 1998 stcdies 
will provide an update of this calculated deficiency, it is evident 
that a deficiency does exist and that the Commission netd not defer 
a decision to correct the deficiency until th3 new studies are 
filed . The new atudie• will simply auantify the amount of the 
deficiencies at that time. At the tim•J the reserve deficiencies 
are corrected, the annual accrual amounts should be revised to ~ake 
that correction into consideration. (Lee) 

PQSITION OP PARTI&S 

FLORIDA POifKR i LIGR'l' COMPANY: No. There io no benefit 1n 
deferring a decision. It io clear that reserve deficiencies ex1st 
since nuclear decommiosioning alone is calculated to be $484 

million deficient at December 31, 1996. The Commission still will 
determine the final amount of reserve defic~.encies which wlll be 
the ultimate basis for amounts recorded. 

AMBRISIBBL QQRPQBATION: Yes. In 1995, the Commiosion provided 
adequate annual accruals for nuclea~ decommissioning . Changes in 
any of the major inputs into decommissioning and fossil 
dismantlement cost estimates could radically alter, or eliminate 
altogether, the perceived deticiency claimed in t hio docket. 
Because estimation methods and inputs are oubject to future 
revisiun, particularly as the industry gains more experience in 
such matters, a one•time write -down of a ?Crceived deficiency at 
any given time repreaenta an ill-considered regulatory ~licy. 

STAPP AN:ALXSIS: 

FPL's Position 

FPL' s Witness Gower presented testimony on th.s 1ssue. AL 
W1tneas Gower explained, PPL determined the nuclear decommissioning 
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and fossil dismantlement reserve deficiencies by comp3ring what 
accrual would have been booked if the now-current estim3tos had 
been known and 3pplied to eAch unit from its original in-service 
date to December 31, 1996. That amount was then compareu to the 
book reserves which resulted in reserve deficiencies for nuclear 
decommissioning and fossil dismantlement . (TR 85, CompoRite EXH 7, 
pg. 12 and 59-69) Witness Gower also acknowledged that the 
decommissioning and dismantlement annual accrua!s should be 
adjusted at the time these deflciencies are corrected, in the 
course of the review of the 1998 decommissioning and dismantlement 
studies. (TR 88) 

Witness Gower testified that the identified reserve 
deficiencies associated with nuclear decommissioning and fosoil 
disrr.antlement meant that PPL should have recorded dod reccvered 
higher expenses in prior years. (TR 24 l According to Witness 
Gower, the demonstrated importance of PPL's correcting t neoe 
deficiencies is evidenced by the Commission's orders approving the 
annual decommissioning and dismantlement accruals. CTR 25, 83-84) 
Additionally, Witness Gower asserts that FPL' o unite have, on 
average, been in service for so• of the~r estimated useful lives. 
However, as of December 31, 1996, the decommissioning reserve 
amounted to leas that 12• of the estimated total future 
expenditures to be made for decommissioning coots. (TR 88) 
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. These facta, Witneso Gower 
opines, demonstrate that the reserves should be corrected . (TR 
401) For this reason, Witness Gower recommends that the Comm1os1on 
not delay the recovery of these deficiencies ur.ti 1 new 
dismantlement and decommissioning studies are filed in 1998. ITR 
25) 

Further, Witness Gower testified that correction o f the 
nuclear decommiosionir.g and fossil dismantlement reserve 
deficiencies over a time period shorter th3n the remaining life of 
the 3Ssociated plants is consistent with prior Commiasion actions. 
CTR 26) He explained that reserve deficiencies can be recovoreo 
over the remaining life of the associ3ted plant or over a much 
faster period of time. (TR '61 He referenced various ordero where 
the Commission has corrected reserve deficiencieo over relatively 
short periods of time. (TR 26) Since the corrections reduce the 
amount of required investor capital, Witness Gower asserts th3t 1t 
is in the customers• best interest to accomplish the correc t ion& .JS 

ooon as pooa1b1e. ITR ~6) 
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Because the reserve deficiencies represent costs that should 
have been recovered in prior years, intergenerational equity 
suggests that these deficiencies be recovered quickly so that 
future ratepayers are not burdened with an unfair share. (Gower , 
TR 30; Cicchetti, TR 373) The primary purpose or the Plan 's to 
correct past deficiencies. This correction ia not an acceleralion 
of expenses appropriately attributable to future periods but is, in 
fact, remedial in that it addresses expenses appropriately 
attributable to prior years and therefore corrects 
intergenerational inequities. (Gower, TR 396, 407, 409 l The 
l.ntergenerational inequity has already occurred and, if not 
corrected by the Plan, will only become more inequitable. (Gower, 
TR 396) 

Additionally, Witness Gower testified that prompt correction 
of these deficiencies is fair to FPL's customers because it will 
lower costs in the long-run and allow rates to remain stable. (TR 
27 and 34) He cited Commission Order No . 12149, issued June 17, 
1983, in which the Commission stated that increasing the reserve 
for depreciation • ... is appropriate because a reduction in rate 
base can be more favorable to customors ... because there will be 
less investment for the customers to support.• (TR 28) In making 
these corrections, Witness Gower asse:t"ts that long run revenue 
requirements will be reduced, benefitting customers served by rPL 
for the longer term. (TR 38) 

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 decomm1ssioning 
reserve is required to be funded. (TR 29-30) Placing addi~ional 
expense in the external fund will provide assurance to the 
Commission and PPL's customers that the financial resources to meet 
the decommissioning cost obligations will be available wh~n needed. 
(Gower, TR 30 l 

AmeriSteel's Position 

AmeriSteel' s Witness Cicchetti testified that there is no 
demonstrated need to allow the write-off of the nuclear 
decommissioning and fossil dismantlement reserve deficiencies in 
1998 and 1999. {TR 241-243) AmeriSteel, in its Brief, argues that 
such a write-off represents a dramatic, fundamentally undound and 
unexplained departur e from well established Commission policy. (BR 
14) Witness Cicchetti asserts that the magnitude of the additional 
expenses and the estimation of these expen11es indicate that a 
comprehensive review of the 1998 studies should be made to 
determine if there actually is a need. (TR 271) Add itionally, 'le 
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t:est:ified that there is n.o evidence that FPL' s claimed deficienc ies 
are life-related and whether there are int:ergenerat ional equity 
concerns. (TR 272) 

Witness Cicchetti submit: t:ed chat FPL's nuclear decommissioning 
accrual prescribed in 1995 wae designed to correct any deficiencies 
over the remaining life of the nuclear units. (TR 242} The 
decommissioning and dismantlement studies to be filed 1n 1998 wi ll 
allow the Commission to determine if any f urther changes in the 
annual accrual a are necessary. (TR 24 21 Wi tneas Cicchet:t i 
submitted that there is no indication that: periodically adjusting 
the decommie•ioning and d i omant lement annual accruals will not 
adequately ensure recovery over the remaining lives of t he 
aesociated units. (TR 243 ) 

AmeriSteel argues that the decommissionins and dismantlement 
deficiencies are not signif icant amounts of known and verif iable 
costs that should be addressed in any other f oohion than r ecovery 
over the remaining life. (Cicchetti TR 281, BR 13 l Wi tness 
Cicchetti asserts that such long ranse estimates of future costs 
are inherently inaccur~te and regulatoT.y, technologi cal , and other 
factors may materially change. CTR 279, 281, and 283) He 
therefore concluded that the Commission ' s long established policy 
correctly requires periodic updates o f those stud1es and 
ad justments as appropriate t o the annual accruals to assure ~ull 

recovery over the remaining lives of the assets . ITR 280) 

Further, Witness Cicchetti submitted that a one- t ime recover/ 
o f the perceived nuclear decommiss ioning and fossil disulantlement 
reserve deficiencies is unfair to current ratepayers, baaed on the 
magnitude of the amounts and the fact that decommissioni:1g and 
dismantlement costs are subj ect to periodic revision. {TR 243, 
244, 281) Moreover. he proffers, there is no evidenc~ that FPL iA 
in danger of not earning its authori<ted rate o f return and no 
evidence that recovery of the co•ts i~entified in the Plan are in 
~eopardy. (TR 244) Re therefo re concluded that absent such a 
showing. the Commission should reassess the reasonabler.ess of 
aggregating the•e expenses in 1998 and 1999. (TR 244) 

Additionally, AmeriSteel argues in its Bt ief thar the 
Commission has r outinely assessed the effect of speci "1 
amorti<tations or accelerated recovery on the utility's earningo, 
usually in the context of determining the appropt iate period. (BR 
9) Commission Order No . PSC-95-0ltO-FOF-EI, i••ued March 13, 1995 
in Docket No. 931231-BI and Order No. PSC-95-1230 - FOF-EI, issued 
Oct:obe r 3, 1995 in Docket No . 950270-EI are cited as support. In 
this current ca•e, AmeriStee1 11urmises that no effort has been made 
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to address the effect of the Plan on PPL's earnings because the 
revenue growth offset approach ensures that only earningo near or 
above the top o f FPL's authorized range are affected . IBR 91 

As f.urther oupport for ito position, AmeriStecl cited 
commission Order No. PSC-95-1531-FnF-EI, i aaued December 12, 1995 
in Docket No. 941350-El. (Cicchetti , TR 280) This Order 
established revised nuclear decoamisoioning annual accrunlo for FPL 
and Florida Power Corporation effective January 1, 1995. The 
specific passage AmeriSteel cited io found on page 15 of the Order 
where it states: 

Based on the current dollar cost t o decommission each 
nuclear plant, the plant-specific contingency allowances, 
the plant-specific escal ation rates, the cost of extended 
storage for spent fuel, and a fund earnings rate of 4 .9\ , 
we have determin.ed the appropriate jurisdictional annual 
accrual amounts necessary to recover future 
decommissioning costs over the re:naining life flf each 
nuclear power plant .... 

AmeriSteel claimed that since no party in this current case 
has argued that the Coamission•s 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 
CoiMiission for review. (BR 18) ArneriSteel argues that recovery 
over the remaining life of each nuclear unit is the Commissi~n·s 
established policy and adjustments to the annual accr·,als. when 
needed, assure PPL of full funding of the reserve by the time 
decommissioning begins. (BR 181 

Additionally, AmeriSteel argues in its Brief that the Plan 
contains no provision for removing the effect of the calculated 
deficiency from the currently approved annual accrual for nuclear 
decommissioning and fossil dismantlement . (TR 91 l In fact. 
AmeriSteel submitted that PPL's Witness Gower was unable to state 
whether the revised calculated accrual shown in Composite Exhibit 
7, pg. 14, was correct. (BR 15, Gower TR 126) Without a 
recalculated accrual on a going-forward basis, FPL'u Wi~ness Gower 
agreed that customers would continue to be charge~ ior the 
deficiency until new studies were filed in 1998 and the Commission 
determined a new annual accrual amount. ITR 90-911 

AmeriSteel believe• that it is arbitrary and fundamentally 
unfair to charge customers in 1998 and 1999 the reserve 
def~ciencies unless the Commission has determined that the 1995 
decommissioning studies were perfect and no inputs to ~houe otudies 
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will change in the future. (BR 16) AmeriSteel admits that it is 
impossible to back-bill customers served by FPL in pr1or years; 
however, it believes it is also unsound ratemaklng to charge 
current customers the full amount of the deficiencies baaed on a 
1995 estimate that will become obsolete when the next studies are 
filed next year . (BR 16) There is no baois for impoo ing the full 
burden of past recovery on customers served in 1996 and 1999 . 
These customers carry all of the risk that the 1995 estimates will 
change materially in the f uture , and have no opportunlty to be 
reimbursed i! subsequent studies show that the perceived 
deficiencies were overstated. (BR 16-17) 

Concerning PPL's fossil generating units, AmeriSteel pointed 
out that fossil generating stations around the country are being 
sold as part of companies• restructuring pl:~ns . (Cicchetti, TR 
262, 263) Theoe oales are tending to be in excess of the net book 
value of these plants. (Cicchetti, TR 262) Moreover, according to 
AmeriSteel, as long as the purch~se pxice exceeds book value, the 
utility does not incur any cost penalty for any future l iabilities 
it is shifting t o the buyer, including ultimate dismantlement 
costs. (BR 22) AmeriSteel conch'ldes, tnerefore, that i C FPL were 
to sell any of i t s fossil units , they ~ould 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. (&R 23) 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. (BR 23) 

PPL's Witness Gower stated that, due t o envi r onmental 
regulations, he did not believe that a sale of a plant site would 
actually result in no further liability. (TR 65 - 66) These 
regulations, he believed, make any company or person, who ever 
owned a site, partially reoponsible for clean-up that may be 
ndcessary. However, there would be an economi c transfer that ""ould 
compensate the new owner who assumes the removal obligation. (TR 
66 - 67) Witness Gower assorts that the new owner would adjust the 
purchaac price he or ahc ia willing to pay to compensate fo r 
assuming the removal obligation. (TR 68) Witness Gower agreed that 
the plant would have been transferred and the economic o o f it would 
have already been captured in the transaction. The coots would 
have been incurred and recognized. The buyer would be aware of 
these coste and liabilitiee and would have taken these fa c t ors into 
consideration of what he or she wae willing to pay . Therefore 
it • s not that FPL would be o•caping any coat&. ':'hey would be 
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captured in the economics of the negotiated purchase pr1ce of the 
unit. (TR 68 -71 ) 

Staff believes if FPL sells any of its generating stations. 
the Commission can 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 proceedir.g . Also , 
staff agrees with PPL that its relative position in the industry 
.1.nsofar as exposure to competition is irrelevant to proper 
depreciation accounting as long as FPL remains subject to cost­
ba&ed price regulation. (TR 400) 

Witness DeWard argued that if any alleged decommissioning 
reserve deficiency is allowed to be charged against what appears to 
be overearnings, ratepayers may never benefit in that the rates 
will remain at the current levels. (TR 173 l Where reserve 
deficiencies are identified, the appropriate response is to adjust 
the annual accrual for decommissioning to ensure that the 
deficiency is remedied over time. (TR 173) ~o addi:..ional 
corrections are required unless the next decommissioning studies 
demonstrate that the accrual levels established it• 1995 are 
insufficient. (TR 174-175) Given the unknowns, potential 
technology changes, and the potential for changes in 
decommissioning requirements, there is no guarantee that the 
perceived deficiency could not turn into an excess in the future. 
(TR 175) Upon cross examination by FPL, however, Witness DeWard 
acknowledged that, if there is a currently existing reserve 
deficiency, had the accrual been larger in prior years, the amount 
of the deficiency would necessarily be lower. (DeWard, TR 181) 

In its Brief, AmeriSteel claimed that stafl used a 
retrospective method for calculating the perceived reserve 
deficiencies for fossil dismantlement and nuclear decommissioning. 
It quotes a passage that is not part of Exhibit 19, that the 
retrospective theoretical reserve is generally used when ~emaining 
life cannot be estimated. (BR 15) J\meriSteel's conclusion is that 
the retrospective theoretical reserve method does noL apply to 
nuclear decommissioning reserve studies where each units• 40 year 
opcrat1ng license definee ito uoeful life. (BR lSl 

In response to AmeriSteel' s claim, staff no ... es tllat the 
passage cited by AmeriSteel as authority for its claim is not part 
of the record. Further, s taff did not calculate the reserve 
oe! iciencies submitted in this proceeding. FPL submit ted the 
calculations shown in Exhibit 7 in response to staff discovery. 
Staff has, however, reviewed these calculations and lound them to 
comport with the traditional method of calculating a theoret1cal 
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reserve. Basically, FPL assumed that the base cost estimates and 
other assumptions underlying its currently approved accrual h~d 
always been known and determined what the decommissioning and 
dismantlement reserves theoretically should be as of December 3l , 
1996. (TR 85, Composite EXH 7) This is not a retroopect i ve 
reserve calculation. It i s the tradit i onal prospective 
calcula t ion. As with any depreciable investment. this calculation 
io a reasonable approach in determining the reserve that 
theoretically should have accrued given what is known .. oday. T!'le 
difference between the theoretically correct reserve and the book 
reserve constitutes a reserve imbalance that can either be a 
surplus or a deficit. Again, this information is not part of the 
record and staff simply feels obligated to offer this explanation 
aa a reaponae. 

Staff's AnAl ysis 

This issue is one of timing · whether reserve deficiencies 
associated with nuclear decommissioning and tossil dismantlement 
should be recovered over the remaining life of the respective unite 
as is currently being done, or whethfu· these deficiencies shc.uld be 
written-off over a shorter period of time. The issue is to 
determine whether 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 otudies. If the accrual io not 
recalculated to account for the reserve correction, customers will 
not have the benefit of the correction. There will be less in the 
future to recover translating into a lesser annual accrual. 

During the AmeriSteel's cross examination, FPL's Witness Gower 
was asked if each of the cases he cited in Exhibit 1, as supporr 
for the Plan, considered an appropriate amorttzation period for a 
known and verified cost. (TR 92) Asked specifically if any of the 
amounts were subject to being re- estimated in the future , he 
responded that some of the estimates were definitely of the oame 
Lype as the nuclear decommissioning reserve deficiency . (TR 93) 

During cross examination by staff, Witness Cicchetti did agree 
that, based on a finding of a material imbalance, it would ~ in 
accordance with normal regulatory practice for the Commission to 
accelerate the recovery. (TR 363) 

Witness Cicchetti agreed that the fact that vet y precise 
anowers cannot be obtained should be no deterrent from malting 
determinations of depreciation. (TR 365) He further agreed that 
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reasonably accurate results in both cases are all that should be 
expected and these can usually be achieved. (TR 365) However, he 
doesn't necessarily agree with the following pa~sage (rom Fxhibit 
19, page 10 and 11: 

. . . If the annual accrual for depreciation io 
understated, there is a corresponding 
overstatement or inflation of net income and 
e~rned surplus. If past deficiencies and 
depreciation accruals w~re substantial, it may 
be necessary to make up the back accruals by 
an appropriate adjust~ent of existing or 
fu~ure earned surplus and, in extreme cases, 
of the capital account itself ... 

Witness Cicchetti believes that adjustments of exis ting or future 
overearninga to make up material past deficiencies and depreciation 
accruals may or may not be appropriate accounting from a regul3tory 
perspective. (TR 366) He stated that the importttnt thing io that 
the company recover its total cost and that there i s nothing to 
indicate that any of the items or the a mounts listed in tht: Plan 
are in jeopardy of not being recovered (TR 366 -367) He pointed 
out that the fact that there is a depreciation reserve deficiency 
is not the fault of the ratepayers, the Commission, or the company. 
To take a reserve deficiency accumulated over 15 or 20 yearo and 
recover it from the ratepayers in 1998 and 1999 is not fair. (TR 
367) He believes that ratepayers, in the years 1998 and 1999, will 
be paying much more than their fair share of the coat. ITR 367) 
Wltness Cicchetti contenda that the period of recovery o! the 
depreciation reserve balance is not as important ao ensuring that 
the imbalance is recovered in total by the end of ita uo~f~l l1fe. 
(TR 367·368) 

However, on page 10 of Exhibit 19, paragraph 14, it sLates the 
following: 

If depreciation policies or practices ~ere to 
be determined solely with concern for the 
level of revenue requirements, the actual 
measure of depreciation might be misstated. 
Such distortion ot tho measure of depreciation 
would in turn load to a misstatement of the 
results of operations for the period and would 
also misstate tho relative position of the 
enterprise as showr. by ita balance sheet . . a 
failure to properly measure by underatatln<J 
these costs would, in the long run, prob~bly 
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be offset by higher costs of capital without 
any real avoidance o f the ultimate need to 
provide full recovery fo~ the capital. 

In questions posed by Commissioner Clark, Witness Cicchet ti 
stated that the magnitude of the oeficienciea accent uate t he 
i n t ergenerational inequity . (TR 370 l Even though nuclear 
decommiss ioning reserve deficiencies are currently being recovered 
over the remaining life of the nuclear units, Witness Ci cchetti 
admitted that there have been instances where the Commission has 
allowed deficiencies to be written off over shorter periods. (TR 
370) There are ti~~s . he agreed, that it would be appropr iate to 
write off deficiencies over a shorter period of time, but the 
magnitude of the deficiencies in this case makes a shorter wr ite· 
off not fair. (TR 369-370) Witneaa Cicchetti further agreed that 
reserve deficienciea are attributable to the past . (TR 371 ) He 
also agreed that the goal of intergenerational equity ia that each 
generation of customers payo for the coats ~elated to the service 
from which they are benefitting. (TR 372i However, he believes 
that the recovery of the nuclear decommissioning and fossil 
dismantlement deficiencies are in conflict with the definition of 
intergene rational equity. (TR 372 ) 

Witness Cicchetti agreed that theoretically the coats for 
decommissioning and fossil dismantlement should be recovered 
equitably over the life of each uni t and each generation o! 
customers should pay for the coat• related to the nuclear o r ! oaail 
generating plant fr0111 which they are benefitt!.ng. (TR 373) 
Further, he agreed that to the extent customers o f the past didn't 
pay their fair share of the costa, customers of the future will 
have to make up that shortfall by paying a higher accrual than they 
wouln otherwise have to do. (TR 373) However. Witneas Cicchettl 
states that t he Commiaaion cannot go back and charge those 
ratepayers for those coste. (TR 374) He believea it is fair to 
continue spreading material cos ta over the remaining life. (TR 
374) Notwithstanding this, he admits that if there 's an identif ied 
short fall, there will be a greater amount to recover in the future 
than t here would be if there wa• no shortfall . (TR 374) He also 
admito that correcting the deticiency over ll shorter period of time 
w~ ll reduce the spread of the ehortfall into the future. ITR 37~1 

The argument proffered by Witnes1es Cicchetti and OeWard 1s 
that correction of the deficienciel aa quickly a• economically 
practical exacerbate• an intergenerational unfairne•• to the 
ratepayers o f 1998 and 1999. However, the record ev1dence 
demonstrates that intergenerational unfairness already exiots by 
the existence of theae re1erve deficiencie• . 
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In summary, wi th respect to this issue, there are ce rta1n 
threshold• required to be met by record evidence for thiD 1soue . 
The first threshold required to be met io whether there i s 
sufficient evidence showing the existence of reserve defic1encies . 
The record evidence demo~otrates that based on the base cost 
estimates and assumptions that underlie PPL's currently prescribed 
nuclear decommissioning and fossil dismantlement annual accruals, 
FPL has identified and quantified an existing reserve deficienc y 
for nuclear decOI'II'IIiasioning and for fossil dismantlement as of 
December 31, 1996. See Exhibit 7: Response to Staff Interrogatory 
3. The record evidence demonstrates, pursuant to Exhibit 19, page 
9, ao well as admitted to by AmeriSteel' s Wi tness Cicchetti (TR 
365), that the fact that very precioe answero cannot be obtained 
ahould be no deterrent in identifying these reserve imbalances. At 
the hearing, Commiasioner Clark added that it could be stipulsted 
that the future cannot be predicted. (TR 81) Therefore , it is 
reasonable for the Commission to rely upo:-1 estimates in the 
determination of the calculation of reserve imbalances . 

The second threshold required to be met is whether the 
correction of reserve deficiencies over a shorter pcr1od of time 
then the remaining life is in accordance with normal regulatory 
accounting practice. The record evidence demonstrates that, 
pursuant to Exhibit 19, page 4, as well as admitted tc by 
AmeriSteel's Witness Cicchetti (TR 361 dnd 363), the correct1 on of 
reserve deficiencies over a shorter period of time than the 
remaining life is in accordance with normal regulatory account1ng 
practice. 

Moreover, the record evidence demonst rates that. pur <Ju,,nL to 
Composite Exhibit 1 as well as admitted to by AmeriSteel's Witness 
Cicchetti (TR 369-370), the correction of reserve deficiencies over 
a shorter period of time than the remaining llfe is in accordance 
with past Commission practice. 

The remaining issue is whether the record demonstrates that 
correcting a reserve deficiency over a short er period of time is 
more reasonable or fair than correcting the reserve a .. ficiency over 
the remaining life. The record evidence demonstrates by both FPL's 
Witneao Gower (TR 30, 396, 407, and 409) and AmeriSteel'a Wituess 
Cicchetti (TR 373) that the tenet of intergenerational equlty 
dictates that in this docket correcting reserve deficiencies over 
a shorter period of time is more reasonable or fair than correct ing 
the reserve deficiency over the remaining life. 

In conclusion, in accordance with the foregoing, there IS 

ample record evidence for the Commission to find that it is no t 
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necessary to defer a decision t.o allow any addit.ional 
decommiss ioning or dismantlement. expense to correct. hist o ric 
reserve deficiencies . Therefore, St.aff recommends that t.his 
portion of the Plan be adopted. 
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lSSQB 3: Should the Commission consider whether FPL has reserve 
depreciation surplus balances for any of its plant accounts r.o 
offset depreciation reserve d~ficiencieo? 

BECQ1MBNDATIOfl: To the exteut reserve transfers between f unctions 
can cause pricing implicationo, the Commisoion should not consider 
them. However, the Commisei()n should continue ito pract ice o( 
considering reserve transfers '>etween plant accounts within the 
same production unit and between units within the same production 
site. (Lee , Ging) 

PQSITION OF PABTXBS 

FLQRIQA PO!fBB i x.IGJIT CORPORATION: No. Reserve surpluses and 
deficiencies within an account reflect the results of what 
customers have paid for a particular type of service. Transfers 
have the potential of creating crooo -ouboidieo between customer 
classes receiving different typeo of service. 

AMKBIRJlaP· QQRPQRATIQq: Yeo. As it r.ao in other instances, before 
authorizing addi tional charges a~hinot excess earnings. the 
Commission should consider offsetting over -collections in prior 
periods resulting in reserve surpluoe6 ao well ao coot reductions 
in other areas that have not been reflected in base rates . 

STAPP AN&LXSIS: This isuue was originally raised by AmeriStc~l and 
was addressed in the testimony of FPL's Witness Gower and 
AmeriSteel's Witness Cicchetti. Tha record evidence , wh1le 
limited, is sufficient to addrese this issue. 

FPL's Witness Gower testified that reserve t ransfers acro ss 
fu nctional categories have pricing implicat ions which may be 
unacceptable because different classes of service provided to 
customers involve usage of the several fu~ctional categories of 
plant. (TR 25) 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 increase in the price to a commercial interruptible 
customer. (TR 128) In addition, Mr. Gower asoerta , the Federal 
Energy Regulatory Commission prohibits ouch transfers. (TR 25 ) 

AmeriSteel's Witr:ess Cicchetti testified that t he Col'\!1\iss ion 
should consider offsetting reserve ourplusea and de fi c ienc ies i n 
related plant accounts, where applicable. (TR 272 ) However. 
Wi tness Cicchetti admitted that a uch transfers of reeerve could, in 
(act, have pricing implications. (TR 377 ) 
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In its Brief, AmeriSteel offered two orders in support of ito 
position. The first order referred to is from the Federal Energy 
Regulatory Commission (PERC) overturning a South Carolina Public 
Service Commission decision in which a transfer of surplus reserve 
from the transmission function to the generation function to 
mitigate generation-related strar.ded costs was approved. CBR 231 
Staff notes that FPL's Wi tness Gower mentioned both the FEKC and 
the South car olina decisions. However, AmeriSteel failed to 
respond in either rebuttal testimony or during the hearing. Staff 
believes therefore, it is inappropriate for AmeriSteel to attempt 
rebuttal through its Brief. 

AmeriSteel also refers to Order No. PSC-94-1199-FOF- £1, issued 
September 30, 1994, in Docket No. 931231-EI. as illustration of dnd 
support for Commission authorized surplus reserve transfers. (BR 
23) Specif ically this Order states: 

... Due to the effect reserve transfers may 
have on jurisdictional separations, purr.haoe 
power agreements, or other lease arrangements, 
our approach tc reserve realloce~ions is that 
they should, ideally, be made bet•1een accounts 
of a given unit or function ... 

Staff believes this Order clearly shows that the Commission • s 
approach to reserve transfers is to make them between account6 
within the same fur,ction and not between accounts across functions . 
This approach is in agreement witb PPL's Witness Gower's testimony. 

Additionally, FPL' s calculation of the decO!M\isoioning and 
dismantlement reserve deficiencie• do consider the various reserve 
imbalances for each nuclear unit and each fossil generating unit . 
(Composite EXH 7, pg. 12 and 59-69) Staff believes t.hio i9 in 
accord with the Commission• • approach to reserve transfers as 
stated above. 

Staff, therefore, recommends that the Commission not consider 
reserve transf ers between functlons because they can result in 
pricing issues. Further, the Commission should continue to 
consider reserve transtere between plant accounts within the ear":! 
production unit and between unite within the same production site. 
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ISSUE 4: Should FPL be authorized to accelerate the write-off of 
Unamortized Loss on Reacquired Debt? 

RBCOMMKN:DAT IQN : Yes. Based on the evidence in thP record , the 
write-off of unamort i zed loss on reacquired debt should be allowed. 
(Jones, Maurey) 

PQSIIION OF PABTIES 

PLQRIPA POKER & LIQHT COHPANX: Yes. Moreover, PPL's projected 
interest savings from reacquisitions for the Plan years will exceed 
its unamortized loss balance at January 1, 1998. It simply makes 
sense to offset the cost incurred to achieve these savings with the 
actual benefits as soon as possible. 

AHBRISTBRL CORPQRATIQN: No . Accelerated recovery o f unamortized 
premiums and other coste t o FPL of reacquiring and re financing debt 
is not related to depreci~tion reserve de~iciencies. The accepted 
and appropriate ratemaking treatment of these costs is to amortize 
them over the original life o f the retired debt or the life o f new 
debt issued if it is a ref inane i ng. There also is no rational 
basis and no record evidence for accelerated recovery of such 
regulatory assets based on competitiveness concerns. 

STAfF AHALYSIS: The loss on a reacquired debt balance represents 
the amounts associated with reacquisitiono of debt. When a debt 
issue i s reacquired , the call premium, the unamort ized expense of 
the original issue , and any unamort ized discount or premium is 
written off to loss on reacqui red debt . The associated loss on 
reacquired debt is then amortized over the remaining life of the 
origina l issue and the detail of unamortized expense, discount or 
premium is no longer maintained. (EXH 7, St•ff ' s Informal Data 
Request, Question No. l) 

According to FPL Witness Gower, "(d)eferral of the recovery of 
the capi t al investors have provided to fund ref inancing of high 
cost debt over the remaining life of the securities refinanced 
adversely affects the r egulated cost of capital in the same manner 
that insufficient capital recoveries through deprecia~io1 inflates 
rate base. Although deferral and amortization does allow r~covery 
of the capital investors provided t o achieve t he interest cost 
savings from r e f inancing, the long amortization period affects 
PPL's cost o f capi tal for years beyond the time when the interest 
savings has -recovered• the cost of the refinancings.• (TR 30·31) 

Witness Gower testified that the •interest cost savings 
realized from refinancings undertaken by FPL from 1984 through 1996 
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aggtegated $907,722,000 for the period, while the cost of the 
refinancings totaled $397,029,000 (including the S282,756,00G 
unamortized balance at December 31, 1996). 1\lthough the savings 
have •recovered• the coats and yielded additional savings in excess 
of $500,000,000 ($907,722,000 - $397,029,000 • $510,693,000), for 
ratemaking purposes $282,756,000 at December 31, 1996 uurdeno the 
future cost of service. Earlier recovery of the capital inveotoro 
supplied to achieve the savings would obviate this need . This will 
benefit customers who w!.ll be served by PPL for the longer term. 
but their benefit would be realhed much soor.er . • (TR 31) 

Initially, the forecasted balance of unamortized loas on 
reacquired debt at December 31, 1.997 was $98,523,000. IEXH 7. 
Interrogatory t;o. 39) At the hearing, however, Witness Gower 
indicated that the balance of unamortized loss on reacquired debt 
would be the $98 million, as stated in the interrogatory response. 
plus the $79 m.illion discretionary additional elCpense recogni tlon. 
which now •does not appear likely to be recorded· in 1997. ITR 
414) AB a result, the unamortized balance as of January l, 1998, 
will be approximately ~177 million. (TR 414 l The interest 
savings is forecasted to be approximately $142 million for 1998. 
(EXH 7. Interrogatory No. 39) Therefore, the balance o! 
unamortized loss on reacquired debt could be recovered over the two 
years of the Plan without the amortization in either year exceedtng 
the interest sa·lings 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 th li:e of the 
new issue. He testif ies that thia will result . . . ---U ratepayers 
paying their fair share of the costs associated wi~h the prudently 
reacquired debt . He contends that • (u) nder the concept o f 
intergenerational equity, it is inappropriate to force current 
r1tepayers to bear the costs of reacquiring the debt so that future 
ratepayers can enjoy a coat of debt below the •net• cool of debt. 
Ratepayers bear the coat to the extent that the expenses taken 
under the Plan reduce overearnings. • (TR 268<di9) 

Witness Cicchetti further stated that •PPL has reacquired 
significant amounts of debt resulting in an excessive ~mount o f 
equity in its capital structure . By reacquiring substantial 
amounts of debt, PPL has replaced a tax deductible 11ource of 
financing with a higher cost, non-tax deductible source of 
financing that: 1. l Increased PPL' s after-tax overall cost of 
capital relative to what it would have been otherwise; 2.1 
Increased the dollar return to investors, and; 3 . I Reduced the 
amount of potential overearnings . • (TR 290-291) 
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Finally, Witneaa Cicchetti teatitied that, with respect to the 
balance of unamortized debt costs associated with reacquisition. 
there ie no valid justification for ratepayers to have to pay ouch 
a high amount. (TR 312) He concluded that writing off coots 
associated with the reacquir~d debt is inappropriate Lecauoe the 
ratepayers, over the two year period, will pay the costs aooociated 
with reacquiring the debt while the benefit s are given to 
ratepayers in the future. ITR 327) 

AmeriSteel Witness OeWard lllso testified that looses on 
reacquired debt •are general!y amortized over the remaining life of 
the debt that has been paid off or over the life o f the debt issued 
to pay off the old debt.• He indicates that •[t )his makes sense 
becouoc the benefits of reducing debt coo to are real 1 zed by 
ratepayers over time aa well. Of course, this muot be tempered to 
ensure that the capital structure is appropriate for ratemak ing 
purposes and that the debt/equity ratio ie appropriate. · (TR 177) 

Concerns were raised by Witness Cicchetti regarding the 
appropriateness of the capital structure and intcrgenerat ional 
equity. The issue of the appropriateness of PPL'o capital 
structure was determined to be outside the scope of this 
proceeding. AB for the ieaue of intergenera~ional equity, Witness 
Gower testified that • (b)y and large, the coats being recovered in 
t his case were incurred to produce cervice in prior years and 
"intergenerational equity• suggests those coots be recovered 
quickly so that the coot of service in t!le future 10 not bu rde:1ed 
with prior aervice costs ... or before some who received the pr1or 
service depart and avoid their fair share of the coats . • (T:l 301 
The issue that is before the Commission is whether the details and 
results of the Plan for recording certain expenses in 19Ytl and 1999 
are in the public iotereet. With respect to the record developed 
in this proceeding regarding the issue of accelerating the write · 
off of the remaining balance of un11mortized loso on reacquired 
debt, there are three reasons that have persuaded Staff to 
recommend that this tre3tment be allowed . 

First, the Uniform System of Accounts IUSoAJ allows the 
Commission latitude in how it permits these costs to be written 
off . (TR 48-49 ) Although AmeriSteel does not agree wi· h this 
proposed methodology for writing off these costu, in ita bri<·(, it 
does admit that the Commiesion haa the authority to do so. IBR 201 
In addition, the Accounting Principle• Board (APB), in adopting APB 
26, concluded that call premiums and other coete associated with 
the refunding and extinguishment of old debt could not be a source 
o f benefit to new debt ieeues. (EXH 7, InterT::gatory t:o. HI In 
other words, the Board viewed refunding and early extinguishment as 

- 22 . 



DOCKET NO. 970410-BI 
OAT£: DECEMBER 12, 1997 

completed transactions and as such, gains or losses have to be 
recognized. (EXH 7, Interrogatory No. 16} Thue, both USoA and APB 
allow, and i n the case of the APB requir•s , the write-o(f of 
refunding and early extinguishment costs in the period they are 
incurred . 

Second, there are precedents in several cases where the 
Commission has deviated from the USoA for the recovery of loss on 
reacquired debt lllld debt issuMce cos t s. 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, which is atated in Order No. 22793, issued 
April 10, 1990. (EXH 20) However, in Order No. PSC-94 -0172-POF­
TL, iaaued February 11. 199,, the Commiasion approved a otipulation 
and agreement between the parties in that case reeulting in the 
Commission approval of the proposed treatment tha t Southern Sell 
could amortize the costs of refinancir.g as rapidly as possible as 
long ao the amortization in any year did not exceed the intereot 
savings for that year. (EXH 201 AB discussed earlier in this 
recommendation, Witness Gower testifl~d that the unamortized 
balance as of January 1, 1998, will be &pproximately $177 million. 
(TR 414 ) The interest oavings is forecasted to be approximately 
$142 million for 1998. (EXH 7, Interrogatory No. 39) Therefore, 
the balance of unamortized loss on reacquired debt can be recovered 
over the two years of the Plan without the amortization in either 
year exceeding the interest savings for that year . 

In contrast to the USoA for the t elephone industry, ~he USoA 
regarding the electric and gas industry specifieo that looo on 
reacquired debt be amortized over the remaining life of the 
original debt or over the life of the new issuance, which I:~LneHH 
Cicchetti discussed in his teatimony . (TR 268) Ho~ever, in Order 
No. PSC- 95-0964-POP-OU, iosued on Auguot 8, l9Q5, in the caee of 
Wcot Florida Natural Gas, the Commission approved an accelerate..: 
recovery of unamortized iouuance coot. I n thio order, the 
Commission found the utility's proposal to appl y exceeo earnings 
trom fiscal years 1994 and 1995 toward the reduction of the 
Company's balance of unamortized issuance costs t o be reasnnable 
and in the interests of both the Company and the ratepayers. (EXH 
20) 

~i:1ally , the a ccelerated write-off of unamortized 
reacqui red debt will eigniticantly reduce PPL's embedded 
debt. All other things constant, the reduction in the cost 
will result in a lower overall coet of capital. The lower 
capital will be used for measuring earnings in any 
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proceeding. (TR 142-143) 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, Staff 
recommends that the accelerated write-off of unamortized loss on 
reacquired debt is reasonable and in the interests of bnth the 
Company and the ratepayer~. 
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]SSQE 5: Should FPL be authorized to record, in an unspecified 
depreciation reserve, an expense amount greater than the amounts to 
correct any depreciation reuerve deficiency, write off the 
Unamortized Loss on Reacqu.1.red Debt. correct any fossil 
disl'l'.antlement reserve deficiency, and corr ect any nuclear 
decommisei~ning reserve deficiency? 

RBCOf1MKNDATIQN: Yes. 1'o the extent any revenues remain to be 
disposed of, they should be recorded as an expense to a non - account 
specific reserve account in Production Plant to either be allocated 
to opecific accounts during a comprehensive depreciation rate 
review or otherwise disposed o! by the Commission . If FPL 
justifies the need for additional deprec1ation expense to correct 
other reserve deficiencies, theae monies should be used to that 
end. However, if the need f or the additional depreciation expense 
is not proven to the Commission• s satis faction or there are no 
reserve deficiencies to correct, staff recommends that the 
Commission otherwise dispose of the mnnies recorded in the non­
account speci f ic reeerve. (Lee, Slemkeuicz) 

pQSITION OP PARTIES 

FLORIDA POWKR & LIGHT QOMPAHX: Yes. Under thls provision, the 
Commission maintains jurisdiction over any additional expennes 
recorded by FPL that are not transferred to a specifically 
identified account. The Commission• s PAA Order in this docket 
requires that any such additional expenses are to be allocated to 
specific accounts at a later date by the Commias1on. 

J\MBRISTBR!• CORPQBATION: No. There is very litcle id~nt. ifled 
depreciation reserve deficienciea remaining, and there is no baeie 
for adding additional expense to an unspe::ified dept·eclation 
,·eserve simply t o offset excess earni:~ge. To the extent that the 
Commission authorizes additional expense for known and verified 
coste, any additional amounts above that level should be refunded 
to ratepayers rather than charged as an additional unspecified 
expense. 

STA:j!P ANAI.XSIS: The puq,oae of the proposal to record any 
amounts in an unapecifif'd depreciation reserve is to allow the 
Coml'l'ission 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 Plan . In hie testimony, Witness Gower agreed 
that the Commission had the authority to consider vario•Js opt1ons 
(or disposing of any amounts recorded in this reserve, including a 
ref~nd. (TR 147-14 8) Baaed on the discussion of prior issueu 1n 
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this recommendation , i t a ppears unlikely that FPL will record 
additional expenses 1n 1998 or 1999 t hat will e xceed the 
specifically ident ified i t e ms . InHtead, Wi tness Gower stated thaL 
the additional e xpenses t o be recorded will be lees than the total 
amount that is a vailabl e t o be written o f f . (TR 116 - 117) 

Witness Cicchetti con tended t hat because no depreciation 
reserve deficiency has been identif i ed , t here is no reascn to 
create such a reserve. Inst ead, some type of ratA relief should be 
provided (TR 273) 

FPL's Wi t ness Gower cited several Commission orders directing 
that additional deprecia tion expense be recor ded to dlBpoee of 
over-collect ions o f r evenue for various reasons. (TR 27) Order No. 
16257. issued June 19, 1986 , directed companies to credit the 
revenue effect associated with int erest synchr onization for Job 
Development Investment Credit t o an unspecifie d deprec i at ion 
reserve account. This act ion was taken without any speciflc 
quantified or identified reserve deficienc y. In each case. the 
Commission stated that these amounts would be made account specific 
at the next depreci a t ion represcription. 

Further, as p a r t of Order No. 20162, issued October 13 . 1988 
in Docket Nos. 880069-TL and 870832-TL, the Commission set aside 
certain revenues for depreciation. (Composite EXH 20) The Order 
states: 

In i t s testimony, Southern Bell proposed to 
set aside cer tain revenues to fund 
depreciation. The company requested 
$SO,OOO,OOO for 1989 and $1S6,000 , 000 for 
1990. The effect of our previous d~cis'~ns 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 company justifies additional 
depreciation, these amounts can be applied to 
that end. If the amounts are not proven Lo 
our satisfaction, we can otherwise dispose of 
those amounts. 

AmeriSteel's Witness Cicchetti teatified that no depreciation 
reserve deficiency has been identified and therefore there is no 
reason to create an unspecified depreciation reserve for the exceoe 
revenues rather than providing rate relief. (TR 273) If expenses 
are recorded to the reserve and the Commission later decides that 
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there are no deficiencies and the money should be refunded to the 
customers , Witness Cicchetti queotioned whether this would 
constitute retroactive rate-making. (TR 378) In any event, 
Witness Cicchetti agreed that the Commission would m4intain 
jurisdiction over the monies if they are booked to an unspecified 
reserve. (TR 378) Additionallv, in its Brief, Amet"iSteel 
expressed concern that recording excess revenues to an unspecified 
reserve would simply ensure that a cash refund o r a reduction in 
rates to offset any excess revenues would not be made under any 
circumstance. (BR 24 ) 

FPL, in response to staff discovery, agreed that in the event 
no additional reserve deficiencies exist, adjustments to the 
reserve should not be made simply to •accelerate• recovery. 
(Composi te BXH 7, pg. 20) If this is the case, a no the r optlon 
available for t .he COcmliaaion to conaider for the disposition of any 
excess revenues recorded to the reserve would be a cash refund to 
the customers. (Compostte EXH 7, pg. 191 The point is that the 
Commission retains juriad~ction over these excess revenues until 
final disposition is decided. FPL opined that while a refund would 
provide customers a short-term benefit, addi~ional capital recovery 
treatment provides lowor long- run revenue requirements by reducing 
investor supplied capital on which a return r~uot be paid. 
(Composite EXH 7, pg. 19) 

Composite Exhibit 7, pages 100- 156, identified reserve 
deficiencies associated with FPL's combined-cycle units and SlX of 
its steam production sites. When FPL files ita comprehensive 
depreciation study later this month, a review of FPL' a current 
depreciation rates and ita reserve position can be made. Ba6ed on 
that review, monies directed to be recorded to the Production Plant 
reserve as a result of the Plan approved in Oock3t 950357-EI will 
be made account specific. In tt.e event additional deficiencies 
exist, they should be candidates for correction. FPL'o Witness 
Gower testified that he believed that the Plan contemplates the 
Commission considering future depreciation studies that are tiled 
on behalf of FPL. (TR 148·149) 

Staff agrees with AmeriStfl!el that the Plan should be rr.:>re 
speci f~c regarding the disposal of any excess revenues booked !f 
PPL justifies the need for additional depreciation expenBe to 
correct additional reserve deficiencies , and there are additional 
revenues. these monies ehould be ueed to that end. However, !f the 
need for the additional depreciation expense is not proven to the 
Commission 's satisfaction or there are no reserve deficiencies ro 
correct, the Commission should othervise diapoee o! the monies 
recorded in the non-account specific reeerve. 
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Based on the reco rd, it is Staff's opinion that no expenses 
are likely to be recorded in the unspecified depreciation reserve. 
But Staff i s also of the opinion that a •safety net• 9hould be 
established to allow the Commission to retain jurisdiction if FPL 
is in a position t o record any additional expenses in excess of the 
opec if ically idontified items. Because the Convnisoion hAs the 
discretion to consider various options co dispose of any amounts 
recorded in this reserve, it could order a refund or other type of 
rate relief. Therefore, Staff recocrmenda that it ia appropriate to 
allow FPL to record expense amounts in an unspecified depreciation 
reserve after all of the other items have been recovered . 
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ISSPE 6: Should the Plan be extended for 1~98 and 1999 as set iorth 
in Crder No. PSC-97-0499-POP-EI? (Attachment B) 

RSCOMMKNDATIQN: No . The Plan, as modified ir. Attachment D. should 
be extended for 1998 and 1999. (Attachment D) (Causoeaux, 
Slemkewicz) 

PQSITION OP PARTIRS 

fLORIDA PQ!BR & LI GHT QQMPAHX: Yeo. See ?PL's Statement of Basic 
Poaition and ita positions as set forth in Issueo 1 through 5 
above. (See Attachment B) 

AMBJUS'fB.EL CORPORATION: No. See AmeriSteel' s Baoic Statement of 
Position and as aet forth in Issues l-5 above. The magnitude of 
the added expense authorized by the Plan, up to $842 million over 
two years is not justified. The Plan would create enormouu 
intergenerational iuequity and impo9e an excess ive and unwarranted 
cost burden on PPL ratepayers in 1?98 and 1999. That amount also 
indicates the severity of PPL's excess earnings situation in those 
years that the Commission should act to correct through ap~ropriate 
rate reductions. (See Attachment F) 

STAPP AHALYSIS: The merits of each individual element of the Plan 
have been discussed in the previous ioaues. In each instance, the 
Staff is recommending that each element is appropriate for 
inclusion in the Plan. However, there still rema ins the ~~estion 
of whether or not to implement the extension of t~e Plan . 

The overall purpose of the Plan is to mitigate past reserve 
deficiencies, deferred regulatory assets, and previ;>usly flowed 
through taxes . (TR 20) 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 will result in lower future revenue requirements 
because rate base and expenses will be reduced. (TR 2: ) 

Witness Gower stated that one purpose of the propooed agency 
action that was cited in Order No. PSC-97-0499-FOF-EI was Lo he l p 
facilitate the establ ishment of a "level accounting playing field·. 
CTR 20) However, Witness Gower did not advocate an immediate change 
in the C011U11ission's policies in this docket to achieve such an end. 
(TR 42-43) The Staff agrees with AmeriSteel' s assertion in its 
brief that this is not a reason for the adoption of the plan. There 
is no basis in the record tor attempting to revise the accounr.ing 
rules for PPL to treat it as though it was an unregulated cor,tpany. 
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As previously stated, the purpose of the Plan is to accelerate the 
recovery of past underrecoveriea . 

Staff is proposing two modifications to the Plan ao oet forth 
in Order No. PSC-0499-FOF-El . The firot modj fication i6 to 
eliminate Item 2 concerning the book-tax timing differencco. As 
shown on Exhibit 13, page 2 of 2, the entire amount of the boo~·tax 
timing differences will be written-off during 1997. Therefore, it 
is not necessary to include this item in the Plan extension. The 
s~cond modification concerns Item 6 related to the recording of 
additional expense amounts in an unspecified depreciatic~ reserve. 
Staff has modified this provision pursuant to Witness Gower' a 
statements as discussed in Iesue 5. Witness Gower agreed that the 
Commission had the authority to consider a variety of options for 
the disposition of any amounts included in the unspecified 
depreciation reserve. The original Plan has been modified in 
Attachment C in type and strike format. The recommended Plan is 
shown in Attachment 0. 

It is Staff's opi.don that it is good regulatory pol icy to 
eliminate these types of prior perio<.l items when the funds are 
available to do so without raising currenr rates. Once these items 
have been addressed, the Commission can then evaluate FPL'a 
earnings on a going fon~ard basis and decide on an appropri"te 
course of action. 

Qcbit Qeferred Tax 8olanceo - Ruclear Qecomm1oaioning - No w1tness 
specifically addressed the treatment of the debit deferred income 
tax balances related to the decomoissioning of FPL'a n~c:ear un1ts 
in either their direct or rebuttal testimony. Howev~r. Mr. Gower, 
FP~·o witness, did state 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 
~licy. (TR 19 and 37) On cross-examination, Witness Gower stateu 
that the Plan requires that 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. (TR 144-145) These tax balances 
relate to funded reserves for the decommissioning of nuclear units. 
ITP 144-145) The treatment is •ppropriate in order t o make the 
books balance. (TR 146-147) Witness Gower stated that FPL agreed 
to the treatment. (TR 115) 

The funded reserves may be either qualified or unqualified. 
(TR 145) Witneaa Gower explained that, to arrive at base rates, 
the reserve for decommissioning and the funds tor decommission1ng 
are removed from rate base and expense. (TR 144) Staff agrees 
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that below the line treatment of the debit balance deferred income 
taxes related to decommissioning the nuclear units ~s consistent 
wi th the treatment given the other elements o f decommiscioning. 
Thus, Staff recommends that this portion of the Plan be approved . 
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ISSUE 7: Should this docket be closed? 

RBCI:lt!MBNDATION: Yes. If no party files .! Motion for 
Reconsideration or Notice of Appeal of the CCJmmiosion • s Final 
Order, no fur:her action will be required in this docket, and ic 
should be closed. (Cruz-Bustillo, Elias, Keating) 

pQSIIIQN OF PABIISS 

Pl.()RIDA PO!!BR. i LIGHT CQMPAHX: Yes. 

AHBBISTBEIT· OORPORAIIQN: No. The Commission should keep this docket 
open and reserve its final determination in this docket until a 
reviPw of PPL'a excess earnings has been performed and the 
utility's next comprehensive nuclear decommissioning and fossil 
dis~antlement studies have been examined. 

STAfF ANALXSIS: Assuming Staff's recommendations on Isoues 1 · 6 are 
approved and no party files a Motion for Reconsiderat ion or Notice 
of Appeal of the Conlllliasion •o Final o~der, no further action wil l 
be required in this docket. Therefore, this dockt!t should be 
closed. 
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ATTACHMENT A 
PAGE 1 OF 1 

Underrecoverln Addi'HMCIIn Docket No. 1170410<1 (The Plan) and Docket ,.o. 850358-€1 

A 
Oewlrtloo of Urxii!!JCX!YIOO 

1 Qeprec:J.tlon R- Oefic:lenaea 
2 Book· Tax Timing omerenoes 
3 Unamortrzed loA on Reacquired Debt 
• Fossil Dismantlement~· Oellc:lenc:lea 
5 Nuclear Oeoommlsaloning Reserv. O.flc:leuclea 
6Total 

1 eotu~m a EXM , OWl 21 . .,. 1: 

C:O..rm C Sid ~ndl1kln. t.eue 2 and EXH 1 IHAOI. Note I 
2 ElOi 1 (HAG 2) . ... 2 

3CoUM B. EXH 13. -2.N7-EXH7. - 1. N • . 
CoUM C TR .,~,. 

' EXH t • .,_ ' 
&EXH t, N 5 

• 3 3 • 

8 
Doc:l<ll HSI 
i5035i:!;l 

l.2!l!l:ll 
$235.&42 

$79.25-4 
$103.300 

so 
so 

$418.196 

c 0 
Doclltl l:jQ, !2!!!. 
1!704HI: I:I Bo!h Docllctf 

l.2!l!l:ll (QQQ:1} 
$72,500 $308,142 

so $ 79.25-4 
$177.000 $280.300 
$34,.•37 $34,437 

$464.440 $.464,440 
$768.377 $1,186,57J 
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FPL 1998 and 1999 Plan 

ATTACHMENT B 
PAGE 1 OF 1 

FPL shall record an additional retail expense in \998 and 1999 
equal to 100\ of the base rate revenues produced by retail sales 
between ita •low bandM ($3. ! 409 billion) and •moat likely sales 
forecast • ($3. 2241 billion) and at leaot 50\ ot tlae base rate 
revenues produced by retail oalea above FPL's •moot likely sales 
forecast• forecasted tor 1996 ao filed in Docket No. 950359 - EI. 
Any addit1.onal retail expense recorded as a result of this 
provision will be applied to the retail portion o f the follow1ng 
listed in priority order: 

1. Correction of any depreciation reserve deficiency reuulting 
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 periodl': 

3. Writing off the Unamortized Loso on Reacquired Debt; 

4. Correction of the reserve dcficier.-=y, if any, existing in 
FPL's fossil dismantlement reserves; 

5. Correction of the reserve deficiency. if any, exist1ng 1 n 
FPL's nuclear decommissioning reserves. Any additiona l 
expenses recorded under this plan for nuclear decc mm1ssioning 
shall be funded on an atter tax basis. Effective January 1, 
1998, all debit deferred taxes result ing from amounts 
contained in decommissioning funds shall be exc luded fo r 
surveillance purposes; 

6. In the event revenues from the !orecast band.o are greater than 
the expenses identified herein, the remaining expenoea shall 
be recorded in an unspecified deprecil!ltion reserve to be 
allocated at a later date. 

A comprehensive foaail dismantlement study and a comprehensive 
nuclear decommissioning study shall be filed by OCtober 1, 1998 . 

Upon the Oommiasion•a own motion or a petition filed with the 
Commission, the recording of the additional expenoe under this plan 
may be altered or terminated by tho Commieeion in the event chat 
legiolative, administrative or judicial action authoriz i ng retail 
wht~eling or deregulatJ ng the retai 1 electric market u approved fo r 
Florida. 
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FPL 1998 and 1999 Plan 

ATTACIIMENT C 
PAO£ 1 OF 1 

FPL shall record an additional retail expense in 1998 and 1999 
equal to lOOt of the base rate revenues produced by retail sales 
between ita •low band• ($3 .1409 billion) and •moot likely oaleo 
forecast • ($3. 2241 billion) and at least SO\ of the baoe rate 
revenues produced by retail sales above PPL'o •moot likely oaleo 
foreca~t· forecasted for 1996 as filed in Docket No. 950359-EI. 
Any additional retail expense recorded as a result of this 
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; 

~ha~ were fle:t•~cl ehl'Ott!ft '"' prier yeate anti reMain to-&e 
e~rned are~ft5 in ~~~~re perlode, 

~~ Writing off the ~namortized LooA on Reacquired Debt; 

.l,...-h- Correction of the reserve deficiency, if any, existing in 
FPL'o fossil dismantlement reeerveo; 

h5-r Correction of the reserve defic1ency, if any, existing in 
PPL's nuclear decommissioning reserves. Any additional 
expenses recorded under this plan for nuclear decommissioning 
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 excl•Jd,~d for 
surveillance purpoaea1 

~~ In the event revenues from the forecaot bands are greater than 
the expenses identified herein, the remaining expenses shall 
be recorded in an unspecified depreciation reot'rve to be 
syb1ect to the Commiosion'o disposition alleea~ea at a later 
date. 

A comprehensive fossil dismantlement study and a compreh~nsive 
nuclear decommissioning study shall be filed by October 1. 1998. 

Upon the COmmlssion•a 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, admlniatrative or judicial action authorizi~g retail 
wheeling or deregulating the retail electric market is approved for 
Florida. 
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PPL 1998 and 1999 Plan 

ATTACHMJ::N1' 0 
PAGE 1 OF l 

PPL shall record an additional retail expense in 1998 and 1999 
equal to lOOt 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 SOt of the base rate 
revenues produced by retail sales above PPL's •moat likely sales 
forecast• forecasted for 1996 as filed in OOcket No. 950359-El. 
Any additional retail expense recorded as a result ~f this 
provision will be applied to the retail portion of the following 
liGted in priority order: 

1. Correctio.n of any depreciation reserve def ici ency resulting 
from an approved depreciation study order; 

2. Writing off the Unamortized Loss on Reacquired Debt; 

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

4 . Correction of the reserve deficienc)•, if any, existing in 
FPL's nuclear decommissioning reserves. Any additional 
expenses recorded under thio plan for nuclear decommissioning 
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; 

S. In the event revenues from the fo~ecast bands are greate: than 
the expenses identified herein, the remaining expenses shall 
be recorded in an unspecified depreciation reaerve to tx; 

subject to the Commission ' s disposition at a later date . 

A comprehensive foasil dismantlement atudy and a cornprehensive 
nuclear decommissioning study shall be filed by October 1, 1998. 

Upon the Commission's own motion or a petition filed with the 
Commiasion, the recording of the additional expense under thid plan 
may be altered or terminated by the Commisaion in the event that 
legialative, administrative or judicial action authorizing retail 
wheeling or deregulating the retail electric market is approved for 
Florida. 
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PPL's Basic Statement of Position 

ATTACHMENT E 
PAGE 1 OF 2 

The Commission should approve the proposal to extend the plan for 
fPL to record certain expenses for years 1999 and 1999 per its 
Order No. PSC-97-0499-fOF-EI issued April 29, 1997. 

In support of its position FPL submits that: 

(1) It is appropriate and in the best interest of its customers to 
correct depreciation, fossil dismantl ement and nuclear 
decommissioning reserve deficiencies as proposed. The 
Commission endorsed this policy in Order No. PSC-97-0499-FOF­
EI by stating ~we believe that this plan is appropriate 
because it mitigates past deficiencies wi th Commission 
prescribed depreciation , dismantlement, and nuc lear 
decommissioning accruals." 

(2) The amount of reserve deficienci<~s are significant. The 
nuclear decommissioning reserve alone is calculated to be $484 
million deficient at December 31 , 1996 based on the last study 
supporting the accrual approved by the Commission. Delaying 
correction of the deficiencies can only i nc r ease the long-run 
total revenue requirements to fPL ' s customers and increase che 
risk of recovery. 

(3) From 1984 - 1996, FPL has reacquired higher interest rate debt 
which has resulted in cumulative net interest cost savings of 
more than $500 million (after considering all rel~ted costs on 
reacquired debt). To achieve these interest cost savings FPL 
was required to pay a premium and other related costs , wh i ch 
is referred to as a cost on reacquired debt, in order to 
reacquire the higher interest rate debt issues. Accelerating 
the write-off of Unamortized Loss on Reacquired Debt ~s 
appropriate since it will l ower FPL's overall cost of capital 
and will allow recovery of this cost more in line with the 
savings already being achieved which will be beneficial to 
FPL's customers in the long term. The acc•lecated write-off 
of Unamortized Loss On Reacquired Debt is the same Comm~ssion 
directive contained in Order No. PSC-96-0461-FOF-EI that 
became effective January 1, 1995. 
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ATTACHMENT E 
PAGE 2 OF 2 

(4) The proposal will have a positive impact on rat~ stabiltty 
beCA\I'e the prior cost underrecoveries w1ll be corrected 
without affecting r ates. 
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ameriStegl's Baaic Statement of Position 

ATTACHMENT F 
PAGE 1 OF 2 

During the period 1995-97 pursuant to the Original Plan 
approved i n Docket No . 950359-El, all of the depreciation related 
under-recoveries and most of the regulatory assets identified 1n 
the original plan have been writ ten off. There is no basis for 
extending the Plan f or the years 1998 and 1999 as proposed in the 
PAA because there is no identified need to "catch up" on any of the 
expense items addressed in the Original Plan . 

As Staff readily acknowledged in its August recommendation 
memorandum to the Commission, absent a continuation of the Plan, 
FPL's revenue growth above the 1996 base rate revenue forecast will 
place FPL in a significant excess earnings situation . This 
circum3tance is furt he r complicated , again as Staff has obse r ved, 
by the unusual fact that FPL has not requested the accounting 
directives proposed in PAA but has simply acquiesced in t~e Plan 
extension for 1998 and 1999 it negotiated with Staff . Thus, there 
is neither a need for the Plan exten!ion nor an offer by the 
utility to supply a reason for it. 

Because there are no remaining under-recoveries of known and 
verified costs, the modifications to the Plan proposed for 1998 and 
1999 turn to accelerated recovery of regulator~ assets and 
correction of perceived deficiencies in the reserves for nuclear 
decommissioning and fossil dismantlement. Any decommission1ng or 
dismantlement will not actually occur fo~ fifteen yeats or more 
from now in most cases. These accelerated recoveries actions fly 
in the face of established ratema~ing practice long observed bf the 
Florida PSC and other regulatory bodies . There is no policy or 
factual justification for those accelerated write -downs. The Plan 
extension cannot be justified on the basis of the reasons c ited in 
the PAA or by reference to the expense items identified in 
attachment A to the PAA. 

a. The Commission has not begun to address compet i t i ver.e~ ~ issues 
in the electric industry and there is no record support either 
to explain what is meant by " .establishing a l evel accounting 
playing field between <PL and posnible non-regulated 
competition• or to justify the Plan based upon that vaguely 
described notion. 
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ATTACHMENT F 
PAGE :l OF 2 

b. The proposal to •correct" pe~ceived deficiencies in the 
reserve for future decommissioning activities is vnre~sonable. 
In its 1995 order approving significant changes in E'PL' s 
annual accruals, the Commission provided for full recovery o! 
nuclear decommissioning costs over the remaining lives of the 
units. There is no reasoned basis for a huge one-time charge 
to add to the decommissioning reserve. 

Reduced to its basics, the Plan serves to postpone needed rate 
reductions for two years. There is no consumer benefit in 
this in the short term because, as Staff noted tn its August 
recommendation memo to the Commission, absent apprnval of tr.e 
Plan, the Commission would need to take other actions (e.g., 
temporary rates, a reverse make whole proceeding) to safeguaro 
ratepayer interests against excess earnings. Sl.nce f'PL' s 
financial parameters disclose no need for a rale increase 'n 
the foreseeable future, the "long term benefits" claimed by 
f'PL are far too remote and speculative to justify approval of 
the Plan. 
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