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DIRECT TESTIMONY OF PATRICIA S .  LEE 

Q. 

A .  My name i s  P a t r i c i a  S. Lee. My business address i s  2540 Shumard Oak 

Boulevard. Tallahassee, F l o r i d a .  32399-0865. 

Q .  

A.  I am employed by t h e  F l o r i d a  Pub l i c  Serv ice Commission. My cu r ren t  

p o s i t i o n  i s  U t i l i t y  Systems Communications Engineer Supervisor o f  t h e  

Deprec ia t ion  Sect ion i n  t h e  Bureau o f  F inanc ia l  Ana lys is  o f  t h e  D i v i s i o n  o f  

Aud i t i ng  and F inanc ia l  Ana lys is .  

Q .  W i l l  you b r i e f l y  descr ibe your educat ional  background and business 

experience? 

A .  I graduated from Appalachian S ta te  U n i v e r s i t y  i n  Boone, North Caro l ina 

i n  December, 1970 rece iv ing  a Bachelor 's degree i n  mathematics. I was employed 

as a h igh  school mathematics teacher from 1971.1974. when I began working i n  

t h e  area o f  s t a t i s t i c a l  analys is  f o r  t h e  Sta te  o f  F l o r i d a .  I j o i n e d  t h e  Publ ic  

Serv ice Commission s t a f f  i n  1978 as a Research Ass i s tan t  i n  t h e  Deprec iat ion 

sec t i on  o f  t h e  Engineering Department. Since t h a t  t ime ,  I have he ld  var ious 

p o s i t i o n s  i n  t h e  deprec ia t ion  area, each w i t h  increased r e s p o n s i b i l i t y .  On 

January 2. 1989 I became Ch ie f  o f  t h e  Bureau o f  Deprec ia t ion .  Dur ing t h e  

reorganizat ion o f  t h e  D iv i s ion  o f  Aud i t ing  and F inanc ia l  Analys is  i n  1991, t h e  

Depreciat ion Bureau became t h e  Deprec iat ion Sect ion o f  t h e  Bureau o f  F inancia l  

Ana lys is .  A t  t h a t  t ime,  I became a U t i l i t y  Systems Communications Engineer 

Supervisor . 

Please s t a t e  your name and business address. 

By whom are  you employed and i n  what capac i ty?  

A d d i t i o n a l l y ,  I gained t h e  pro fess iona l  s t a t u s  o f  a C e r t i f i e d  

Deprec iat ion Profess ional  (CDP) by t h e  Soc ie ty  o f  Deprec ia t ion  Profess ionals  
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(SDP) i n  1999. 

Q .  What a re  your d u t i e s  as U t i l i t y  Systems Communications Engineer 

Supervisor o f  t h e  Deprec ia t ion  sec t ion? 

A .  I supervise t h e  ana lys is  o f  deprec ia t ion  ra tes  and t h e  c a p i t a l  recovery 

p o s i t i o n s  o f  F l o r i d a  regu la ted  u t i l i t i e s  and t h e  v a l u a t i o n  o f  assets i n  a 

compe t i t i ve  market. My p o s i t i o n  a l so  serves as t h e  i n t e r f a c e  w i t h i n  t h e  

Commission and w i t h  t h e  u t i l i t i e s  and o ther  governmental bodies on c a p i t a l  

recovery mat ters  i n  bo th  t h e  regu la ted  and deregulated environments. 

A d d i t i o n a l l y ,  on beha l f  o f  t h e  Commission, I have been a f a c u l t y  member o f  t h e  

Nat iona l  Associat ion o f  Regulatory U t i l i t y  Commissioners (NARUC) Annual 

Regulatory Studies Program, am a member and c u r r e n t  c h a i r  o f  t h e  NARUC S t a f f  

Subcommittee on Deprec iat ion,  am a member o f  t h e  Soc ie ty  o f  Deprec iat ion 

Pro fess iona ls  (SDP) and c u r r e n t  c h a i r  o f  t h e  Journal  Committee, and am a 

member o f  t h e  Nat ional  Conference o f  Regulatory U t i l i t y  Commission Engineers 

c u r r e n t  c h a i r  o f  t h e  Program Committee. 

Q .  What i s  t h e  purpose o f  your test imony? 

A .  The purpose o f  my testimony i s  t o  address whether an adjustment t o  ECRC 

p r o j e c t  costs  should be made t o  r e f l e c t  t h e  r e s u l t i n g  replacement and 

re t i rement  o f  i n - p l a n t  cos ts  t h a t  a re  c u r r e n t l y  be ing  recovered through base 

ra tes  and, i f  so, t h e  appropr ia te  methodology t o  q u a n t i f y  t h e  adjustment. 

Q .  

recovered through base ra tes?  

A. On A p r i l  13, 1993, Sect ion 366.8255. F l o r i d a  Sta tu tes ,  was enacted i n t o  

l a w  e s t a b l i s h i n g  an environmental cos t  recovery c lause.  This  s t a t u t e  

author ized t h e  recovery o f  p rudent ly  i ncu r red  environmental compliance costs  

Why i s  it impor tant  t o  make an adjustment i f  cos ts  a re  c u r r e n t l y  be ing  

2 -  
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through t h e  environmental cos t  recovery f a c t o r .  Cap i ta l  investments i ncu r red  

i n  complying w i t h  environmental laws o r  regu la t i ons  are  s p e c i f i c a l l y  l i s t e d  

as environmental compliance costs recoverable through ECRC. The s t a t u t e  a l s o  

s ta tes  t h a t :  

(a)n adjustment f o r  t h e  l e v e l  o f  cos ts  c u r r e n t l y  be ing  recovered 

through base ra tes  o r  o ther  ra te-adjustment  c lauses must be 

inc luded i n  t h e  f i l i n g .  

F i n a l l y ,  t h e  s t a t u t e  prov ides t h a t :  

( r )ecovery  o f  environmental compliance cos ts  under t h i s  sec t i on  

does n o t  prec lude i n c l u s i o n  o f  such cos ts  i n  base ra tes  i n  

subsequent r a t e  proceedings, i f  t h a t  i n c l u s i o n  i s  necessary and 

appropr ia te :  however, any costs  recovered i n  base r a t e s  mav no t  

a l s o  be recovered i n  t h e  environmental cost - recoverv c lause.  

(Emphasis added.) (Sect ion 366.8255 ( 5 ) .  F l o r i d a  Sta tu tes)  

One o f  t h e  quest ions f a c i n g  t h e  Commission i n  1993, as i t  i s  today i n  

t h i s  cur ren t  proceeding, was how t o  determine whether s p e c i f i c  costs  are being 

recovered through base ra tes  and how t o  q u a n t i f y  t h e  amount c u r r e n t l y  be ing 

recovered. By Order No. PSC-94-0044-FOF-E1 (94-0044). issued January 12, 1994 

i n  Docket No. 930613-EI, t h e  Commission found t h a t  a l l  cos ts  associated w i t h  

a c t i v i t i e s  inc luded i n  t h e  t e s t  year o f  t h e  u t i l i t y ' s  l a s t  r a t e  case are  being 

recovered i n  base ra tes  unless new l e g a l  requirements caused cos ts  t o  change 

from t h e  l e v e l  inc luded i n  t h e  t e s t  year ,  I f  new l e g a l  requirements caused an 

increase,  o r  decrease, i n  costs  from t h e  l e v e l  inc luded i n  t h e  t e s t  year  o f  

t h e  l a s t  r a t e  case, t h e  amount recovered through base r a t e s  would be 

determined t o  be t h e  amount inc luded i n  t h e  t e s t  year .  The incremental amount 

- 3 -  
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It inc luded i n  t h e  t e s t  year would then be a l lowed t o  be recovered through 

le  ECRC. Thus, a t  t h e  t ime o f  Order 94-0044. t h e  term "base r a t e s "  was 

ter rn ined t o  r e l a t e  t o  t h e  company's l a s t  t e s t  yea r .  

An issue r a i s e d  i n  recent  ECRC dockets r e l a t e s  t o  new p r o j e c t s  t h a t  

wlt i n  t h e  replacement of e x i s t i n g  assets ,  Assuming t h e  new p r o j e c t  meets 

i e  c r i t e r i a  t o  be recovered through t h e  ECRC, t h e  quest ion becomes what i s  

i e  appropr ia te  amount t o  be recovered. 

When an ECRC p r o j e c t  r e s u l t s  i n  t h e  re t i rement  o f  assets c u r r e n t l y  being 

?covered through base r a t e s ,  should t h e  t o t a l  cos t  o f  t h e  ECRC p r o j e c t  be 

xove red  through t h e  ECRC? 

. No. I n  accord w i t h  t h e  s t a t u t e ,  when an ECRC p r o j e c t  r e s u l t s  i n  t h e  

2t i rement o f  e x i s t i n g  assets,  I b e l i e v e  o n l y  t h e  expenses t h a t  a re  

icremental  t o  those c u r r e n t l y  be ing recovered through base ra tes  should be 

x o v e r a b l e  through t h e  ECRC. 

. How would you determine t h e  incremental  expenses t h a t  should be 

x o v e r e d  through t h e  ECRC? 

. The d i f f e r e n c e  between t h e  deprec ia t i on  expense and r e t u r n  on t h e  

nvestment be ing r e t i r e d  and t h e  deprec ia t i on  expense and r e t u r n  on t h e  new 

nvestment being added t o  comply w i t h  environmental regu la t i ons  would be t h e  

ncremental cos t  t o  be recovered through t h e  ECRC. 

. What assumptions would you make i n  determin ing t h e  r e t u r n  on t h e  

e t i r i n g  investment? 

. Since t h e  l e v e l  o f  costs  c u r r e n t l y  recovered through base ra tes  inc ludes 

any expenses no t  s p e c i f i c a l l y  considered a t  t h e  t ime base ra tes  were l a s t  se t  

nd s ince base ra tes  no longer  i nc lude  expenses, o r  t h e  l e v e l  o f  expenses, 

- 4 -  
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s p e c i f i c a l l y  considered when base ra tes  were i n i t i a l l y  es tab l i shed,  I b e l i e v e  

there  are several  op t ions  a v a i l a b l e  t o  determine t h e  r e t u r n  on t h e  r e t i r i n g  

investment:  t h e  company's l a s t  r a t e  case t e s t  year ,  t h e  most recent  

s u r v e i l l a n c e  r e p o r t ,  o r  t h e  most recent  s t i p u l a t i o n  where base r a t e s  were 

changed. 

Q.  Do you have an e x h i b i t  i l l u s t r a t i n g  t h e  de terminat ion  o f  expenses 

incremental  t o  t h e  l e v e l  c u r r e n t l y  be ing recovered through base ra tes  t h a t  

should be recoverable through t h e  ECRC? 

A. Yes. E x h i b i t  PSL-1 i s  an example o f  t h e  incremental expenses recoverable 

through t h e  ECRC when t h e  new p r o j e c t  r e s u l t s  i n  t h e  re t i rement  o f  e x i s t i n g  

assets .  The base r a t e  recovery re tu rns  a r e  shown f o r  each o f  t h e  opt ions 

l i s t e d  above f o r  each company. 

Q .  

Witness Slemkewicz discusses these op t ions  i n  h i s  test imony.  

How are t h e  deprec ia t ion  expense and accumulated deprec ia t i on  amounts 

determined f o r  t h e  new investment? 

A .  The deprec ia t ion  expense and accumulated deprec ia t ion  o r  reserve amounts 

f o r  t h e  new investment added f o r  environmental reasons a r e  based on t h e  

assumptions t h a t  t h e  investment i s  p laced i n  se rv i ce  a t  t h e  beginning o f  t h e  

year and t h e  c u r r e n t l y  p rescr ibed deprec ia t i on  r a t e  f o r  t h e  account t o  which 

t h i s  investment i s  recorded i s  4 .0%. 

Q, 
t o  re t i rement  determined? 

A. Deprec iat ion expense i s  based on t h e  assumption t h a t  t h e  investment i s  

r e t i r e d  a t  t h e  end o f  t h e  year and t h e  c u r r e n t l y  p rescr ibed deprec ia t i on  r a t e  

i s  4.0%. 

Q .  How i s  t h e  accumulated deprec ia t i on  amount assoc iated w i t h  t h e  

How i s  t h e  deprec ia t i on  expense associated w i t h  t h e  investment sub jec t  

5 -  



P 

P 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

1E 

1s 

2c 

21 

22 

2: 

24 

2: 

investment sub jec t  t o  re t i rement  determined? 

4. The accumulated deprec ia t ion  f o r  e l e c t r i c  u t i l i t i e s  i s  maintained on a 

deprec iab le account bas i s .  For t h i s  reason, t h e  appropr ia te  accumulated 

deprec ia t ion  associated w i t h  investments be ing r e t i r e d  and rep laced w i t h  t h e  

new investment w i l l  have t o  be est imated. Some o f  t h e  more common methods f o r  

es t imat ing  t h e  accumulated deprec ia t ion  are  t h e  f o l l o w i n g :  

1. 

2. 

3 .  

Using t h e  c u r r e n t l y  prescr ibed curve shape. synthesize t h e  account 

accumulated deprec ia t ion  by v in tage.  The o r i g i n a l  placement 

v in tage o f  t h e  investment being r e t i r e d  i s  then used t o  assign t h e  

appropr ia te  accumulated deprec ia t i on  percent .  

I f  t h e  o r i g i n a l  placement v in tage o f  t h e  investment be ing r e t i r e d  

i s  unknown. t h e  accumulated deprec ia t ion  percent app l i cab le  t o  t h e  

account i n  which t h e  investment res ides  may be assumed as being 

appropr ia te .  

Where t h e  age o f  t h e  investment be ing  r e t i r e d  i s  known and a 

h i s t o r y  o f  t h e  prescr ibed deprec ia t i on  r a t e s  i s  known. an 

accumulated deprec ia t ion  amount can be determined by m u l t i p l y i n g  

t h e  age t imes t h e  investment t imes t h e  app l i cab le  deprec ia t ion  

r a t e ( s ) .  

I f  t h e  investment subject  t o  replacement and re t i rement  i s  comprised o f  

severa l  i n d i v i d u a l  assets having d i f f e r e n t  o r i g i n a l  placement dates,  t h e  

accumulated deprecat ion should be est imated f o r  each asset .  

Q .  

deprec ia t i on  f o r  t h e  r e t i r i n g  investment on your e x h i b i t ?  

Which o f  these methods have you used i n  de termin ing  t h e  accumulated 

A .  For s i m p l i c i t y ,  I have assumed t h a t  t h e  r e t i r i n g  investment i s  one asset 

- 6 -  
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i nd  t h a t  t h e  age and a h i s t o r y  o f  t h e  prescr ibed deprec ia t ion  r a t e s  are known. 

The age i s  assumed t o  be 10 years.  Assuming t h a t  d e p r e c i a t i o n  ra tes  are 

i r e s c r i b e d  every four  years,  I have assumed a p rescr ibed 2.5% deprec ia t ion  

r a t e  (40 year l i f e ,  zero ne t  salvage) f o r  t h e  f i r s t  f o u r  years,  a prescr ibed 

3.3% deprec ia t ion  r a t e  (30 year l i f e ,  zero n e t  salvage) f o r  t h e  next  four  

years, and a 4.0% c u r r e n t l y  p rescr ibed deprec ia t ion  r a t e  (25 year l i f e ,  zero 

net salvage).  

3. 
investment be recovered through t h e  ECRC? 

A. No. As w i t h  any ret i rement ,  t h e  associated unrecovered cost  becomes p a r t  

o f  t h e  reserve f o r  t h e  account i n  which t h e  r e t i r i n g  investment i s  recorded. 

Any reserve de f ic iency  o r  surp lus w i l l  be p a r t  o f  t h e  reserve p o s i t i o n  

inc luded i n  t h e  remaining l i f e  deprec ia t ion  r a t e  design d u r i n g  t h e  company's 

next  deprec ia t ion  s tudy.  The reserve imbalance w i l l  be cor rec ted  over t h e  

remaining l i f e  o f  t h e  associated account unless another approach i s  determined 

t o  be appropr ia te .  Under t h e  group deprec ia t ion  concept, it i s  recognized 

t h a t  some assets w i t h i n  t h e  group w i l l  l i v e  a l i f e  s h o r t e r  o r  longer than t h e  

expected average, but  on t h e  whole, t h e  group w i l l  l i v e  t h e  expected average. 

Under normal cond i t ions  o f  pa t te rns  o f  v a r i a t i o n s  i n  p l a n t  a c t i v i t y  and l i f e  

and salvage p r o j e c t i o n s ,  recovery over t h e  remaining l i f e  o f  t h e  account 

should s u f f i c e .  I n  cases where t h e  imbalance i s  s u b s t a n t i a l ,  o ther  approaches 

o f  reserve c o r r e c t i o n  should be considered. 

Q .  

A. Yes. i t  does. 

Should any unrecovered c o s t  associated w i t h  t h e  re t i rement  o f  e x i s t i n g  

Does t h i s  complete your test imony? 

7 -  



Exhibit PSL-1 (Page 1 of 8) - GULF POWER 
BASE RATE RECOVERY BASED ON LAST RATE CASE, ORDER NO. 23573) 

NEW ECRC PROJECT 
Plant-in-Service 
Less Accumulated Depreciation 
CWlP -Non Interest Bearing 
Net Investment 

Average Net Investment 

RETURN ON AVERAGE INVESTMENT 
Equity Component Grossed Up for Taxes (1) 
Debt Component (2) 

TOTAL RETURN ON AVG. NET INVESTMENT 
LESS BASE RATE RECOVERY 

Equity Component Grossed Up for Taxes (3) 
Debt Component (2) 

TOTALBASERATERECOVERY 
RETURN RECOVERABLE IN ECRC 

INVESTMENT EXPENSES 
Depreciation 
Amortization 

F. Dismantlement 
Property Taxes 
Other 

TOTAL INVESTMENT EXPENSES 
LESS BASE RATE RECOVERY 

Depreciation 
Amortization 
Dismantlement 
Property Taxes 
Other 

TOTALBASERATERECOVERY 
EXPENSESRECOVERABLEINECRC 

TOTALSYSTEMNETRECOVERABLEEXPENSE 

($) 

120,000,000 
(4,800,000) 

115,200,000 

11 7,600,000 

8,431,920 
4,127,760 

12,559,680 

(2,022,720) 
(965,952) 

(2,988,672) 
9,571,008 

4,800,000 

4,800.000 

(1,600,000) 

(1,600,000) 
3,200,000 

12,771,008 

(1) Average net investment X 7.17%. Based on ROE 12% and weighted income tax rate of 38.575%. 
(2) Average net investment X 3.51%. 
(3) Average net investment X 7.35%. Based on ROE 12.55% and weighted income tax rate of 37.63%. (Last rate case) 

ASSUMPTIONS: 
New ECRC project replaced equipment with original cost of $40,000,000 and accumulated depreciation of $1 2,480,000, 
at date of retirement. Net investment is $27,520,000. 
Equipment being replaced is currently recovered through base rates. 
Equity and debt components attributable to base rate recovery based on last rate case. 
Depreciation rate for new investment and retiring investment 4.0% (25 yr. life, zero net salvage). 



Exhibit PSL-1 (Page 2 of 8) 

GULF POWER 
"BASE RATE RECOVERY BASED ON MOST RECENT SURVEiLLANCE REPORT, JUNE 30,1999) 

NEW ECRC PROJECT 
Plant-in-Service 
Less Accumulated Depreciation 
CWlP -Non Interest Bearing 
Net Investment 

Average Net Investment 

RETURN ON AVERAGE INVESTMENT 
Eauitv ComDonent Grossed UD for Taxes (1) 
Debt Component (2) 

TOTAL RETURN ON AVG. NET INVESTMENT 
LESSBASERATERECOVERY 

Equity Component Grossed Up for Taxes (3) 
Debt Component (4) 

TOTALBASERATERECOVERY 
RETURN RECOVERABLE IN ECRC 

INVESTMENT EXPENSES 
Depreciation 
Amortization 
Dismantlement 
Property Taxes 
Other 

,TOTAL INVESTMENT EXPENSES 
.ESS BASE RATE RECOVERY 

Depreciation 
Amortization 
Dismantlement 
Property Taxes 
Other 

TOTALBASERATERECOVERY 
EXPENSES RECOVERABLE IN ECRC 

DESCRIPTION OF O&M ACTIVITIES 

TOTALSYSTEMNETRECOVERABLEEXPENSE 

($) 

120,000.000 
(4.800.000) 

115,200,000 

117,600,000 

8,431,920 
4.127.760 

12,559,680 

(2,396,992) 
(613,696) 

(3,010,688) 
9,548,992 

4.800.000 

4,800,000 

(1,600.000) 

(1,600,000) 
3,200,000 

12,748.992 

(1) Average net investment X 7.17%. Based on ROE 12% and weighted income tax rate of 38.575%. 
(2) Average net investment X 3.51%. 
(3) Average net investment X 8.71%. Based on most recent surveillance report, 12 mos. ending 6/30/99. 
(4) Average net investment X 2.23%. 

ASSUMPTIONS: 
New ECRC project replaced equipment with original cost of $40,000,000 and accumulated depreciation of $12.480.000, 
at date of retirement. Net investment is $27,520,000. 
Equipment being replaced is currently recovered through base rates. 
Equity and debt components attributable to base rate recovery based on most recent surveillance report. 
Depreciation rate for new investment and retiring investment 4.0% (25 yr. life, zero net salvage). 
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GULF POWER 
-BASE RATE RECOVERY BASED ON MOST RECENT STIPULATION, DOCKET NO. 991487, ORDER PENDING) 

NEW ECRC PROJECT 
Plant-in-Service 
Less Accumulated Depreciation 
CWlP -Non Interest Bearing 
Net Investment 

Average Net Investment 

RETURN ON AVERAGE INVESTMENT 
Equity Component Grossed Up for Taxes (1) 
Debt Component (2) 

TOTAL RETURN ON AVG. NET INVESTMENT 
LESSBASERATERECOVERY 

Eauitv Commnent Grossed UP for Taxes (3) 
Debt Component (4) 

TOTAL BASE RATE RECOVERY 
RETURN RECOVERABLE IN ECRC 

INVESTMENT EXPENSES 
Depreciation 
Amortization 
Dismantlement 
Property Taxes 
Other 

,TOTAL INVESTMENT EXPENSES 
.ESS BASE RATE RECOVERY 

Depreciation 
Amortization 
Dismantlement 
Property Taxes 
Other 

TOTALBASERATERECOVERY 
EXPENSES RECOVERABLE IN ECRC 

TOTALSYSTEMNETRECOVERABLEEXPENSE 

($) 

120,000,000 
(4,800,000) 

115.200.000 

11 7.600.000 

8,431,920 
4,127,760 

12,559,680 

(2,306,176) 
(613,696) 

(2,919,672) 
9,639,808 

4,800,000 

4,800,000 

(1,600,000) 

(1,600,000) 
3,200,000 

12,839,808 

(1) Average net investment X 7.17%. Based on ROE 12% and weighted income tax rate of 38.575%. 
(2) Average net investment X 3.51%. 
(3) Average net investment X 8.38%. Based on ROE 11.5%. stipulation approved in Docket No. 991487-El. 
(4) Average net investment X 2.23%. 

ASSUMPTIONS: 
New ECRC oroiect reolaced eauiDment with oriainal cost of $40.000.000 and accumulated depreciation of 512,480,000, 
at date of reirement. 'Net investment is $27,526,000 
Equipment being replaced is currently recovered through base rates. 
Equity and debt components attributable to base rate recovery based on reCent stipulation approved in Docket NO. 991487. 
Depreciation rate for new investment and retiring investment 4.0% (25 yr. life, zero net salvage) 
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TECO 
-BASE RATE RECOVERY BASED ON LAST RATE CASE, ORDER NO. PSC-93-0165-FOF-El) 

NEW ECRC PROJECT 
Plant-in-Service 
Less Accumulated Depreciation 
CWlP -Non Interest Bearing 
Net Investment 

Average Net Investment 

RETURN ON AVERAGE INVESTMENT 
Equity Component Grossed Up for Taxes (1) 
Debt Component (2) 

TOTAL RETURN ON AVG. NET INVESTMENT 
LESS BASE RATE RECOVERY 

Eouitv ComDonent Grossed UD for Taxes (3) 
Debt Component (2) 

TOTAL BASE RATE RECOVERY 
RETURN RECOVERABLE IN ECRC 

INVESTMENT EXPENSES 
Depreciation 
Amortization 
Dismantlement 
Property Taxes 
Other 

,TOTAL INVESTMENT EXPENSES 
.ESS BASE RATE RECOVERY 

Depreciation 
Amortization 
Dismantlement 
Property Taxes 
Other 

TOTAL BASE RATE RECOVERY 
EXPENSESRECOVERABLEINECRC 

TOTALSYSTEMNETRECOVERABLEEXPENSE 

($) 

120.000,000 
(4.800.000) 

115,200,000 

117,600,000 

10,372,320 
3,316,320 

13,688,640 

(2,476,800) 
(776,064) 

(3,252,864) 
10,435,776 

4,800,000 

4,800,000 

(1,600,000) 

(1,600,000) 
3,200,000 

13,635,776 

(1) Average net investment X 8.82%. Based on ROE 11.75% and weighted income tax rate of 38.575% 
(2) Average net investment X 2.82%. 
(3) Average net investment X 9.00%. Based on last rate case 

ASSUMPTIONS: 
New ECRC project replaced equipment with original cost of $40,000,000 and accumulated depreciation of $12,480,000, 
at date of retirement. Net investment is $27,520,000. 
Equipment being replaced is currently recovered through base rates. 
Equity and debt components attributable to base rate recovery based on last rate case. 
Depreciation rate for new investment and retiring investment 4.0% (25 yr. life, zero net Salvage). 

P 
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f i  TECO 
BASE RATE RECOVERY BASED ON MOST RECENT SURVEILLANCE REPORT, JUNE 30,1999) 

NEW ECRC PROJECT 
Plant-in-Service 
Less Accumulated Depreciation 
CWlP -Non Interest Bearing 
Net Investment 

Average Net Investment 

RETURN ON AVERAGE INVESTMENT 
Equity Component Grossed Up for Taxes (1) 
Debt Component (2) 

TOTAL RETURN ON AVG. NET INVESTMENT 
LESS BASE RATE RECOVERY 

Equity Component Grossed Up for Taxes (3) 
Debt Component (4) 

TOTALBASERATERECOVERY 
RETURN RECOVERABLE IN ECRC 

INVESTMENT EXPENSES 
Depreciation 
Amortization 

F. Dismantlement 
Property Taxes 
Other 

TOTALINVESTMENTEXPENSES 
LESS BASE RATE RECOVERY 

Depreciation 
Amortization 
Dismantlement 
Property Taxes 
Other 

TOTALBASERATERECOVERY 
EXPENSES RECOVERABLE IN ECRC 

TOTALSYSTEMNETRECOVERABLEEXPENSE 

($) 

120,000,000 
(4,600,000) 

115,200,000 

11 7,600,000 

10,372,320 
3,316,320 

13,686,640 

(2,663,936) 
(613,696) 

(3,277,632) 
10,411.008 

4,800.000 

4,800,000 

(1,600,000) 

(1,600,000) 
3,200,000 

13,611,008 

(1) Average net investment X 8.82%. Based on ROE 11.75% and weighted income tax rate of 38.575%. 
(2) Average net investment X 2.82%. 
(3) Average net investment X 9.68%. Based on last rate case. 
(4) Average net investment X 2.23%. 

ASSUMPTIONS: 
New ECRC project replaced equipment with original cost of $40,000,000 and accumulated depreciation of $1 2,480,000, 
at date of retirement. Net investment is $27,520,000, 
Equipment being replaced is currently recovered through base rates. 
Equity and debt components attributable to base rate recovery based on most recent surveillance report. 
Depreciation rate for new investment and retiring investment 4.0% (25 yr. life, zero net salvage). 

P 
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FPL 
-BASE RATE RECOVERY BASED ON LAST RATE CASE, ORDER NO. 13948) 

NEW ECRC PROJECT 
Plant-in-Service 
Less Accumulated Depreciation 
CWlP -Non Interest Bearing 
Net Investment 

Average Net Investment 

RETURN ON AVERAGE INVESTMENT 
Equity Component Grossed Up for Taxes (1) 
Debt Component (2) 

TOTAL RETURN ON AVG. NET INVESTMENT 
LESSBASERATERECOVERY 

Equity Component Grossed Up for Taxes (3) 
Debt Component (4) 

TOTALBASERATERECOVERY 
RETURN RECOVERABLE IN ECRC 

INVESTMENT EXPENSES 
Depreciation 
Amortization 
Dismantlement 
Property Taxes 
Other 

,TOTAL INVESTMENT EXPENSES 
.ESS BASE RATE RECOVERY 

Depreciation 
Amortization 
Dismantlement 
Property Taxes 
Other 

TOTAL BASE RATE RECOVERY 
EXPENSES RECOVERABLE IN ECRC 

TOTALSYSTEMNETRECOVERABLEEXPENSE 

($) 

120,000,000 
(4,800,000) 

115,200,000 

117,600,000 

8,361,360 
3,304,560 

11,665,920 

(3,206,080) 
(1,186,112) 
(4,3921 92) 
7,273,728 

4,800,000 

4,800,000 

(1,600,000) 

(1,600,000) 
3,200,000 

10,473,728 

(1) Average net investment X 7.11%. Based on ROE 12.00% and weighted inwme tax rate of 38.575%. 
(2) Average net investment X 2.81%. 
(3) Average net investment X 11.65%. Based on ROE 15.60% and weighted inwme tax rate of 47.7793%. (Last rate case) 
(4) Average net investment X 4.31%. 

ASSUMPTIONS: 
New ECRC project replaced equipment with original wst  of $40,000,000 and accumulated depreciation of $12,480,000, 
at date of retirement. Net investment is $27,520,000. 
Equipment being replaced is currently recovered through base rates. 
Equity and debt wmponents attributable to base rate recovery based on last rate case. 
Depreciation rate for new investment and retiring investment 4.0% (25 yr. life, zero net salvage). 



Exhibit PSL-1 (Page 7 of 8) 

FPL 
A B A S E  RATE RECOVERY BASED ON MOST RECENT SURVEILLANCE REPORT, JUNE 30.1999) 

NEW ECRC PROJECT 
Plant-in-Service 
Less Accumulated Depreciation 
CWlP -Non interest Bearing 
Net Investment 

Average Net Investment 

RETURN ON AVERAGE INVESTMENT 
Equity component Grossed Up for Taxes (1) 
Debt Component (2) 

TOTAL RETURN ON AVG. NET INVESTMENT 
LESS BASE RATE RECOVERY 

Equity Component Grossed Up for Taxes (3) 
Debt Component (4) 

TOTAL BASE RATE RECOVERY 
RETURN RECOVERABLE IN ECRC 

iNVESTMENT EXPENSES 
Depreciation 
Amortization 
Dismantlement 
Property Taxes 
Other 

TOTAL INVESTMENT EXPENSES 
LESS BASE RATE RECOVERY 

Depreciation - Amortization 
DismanUement 
Property Taxes 
Other 

TOTAL BASE RATE RECOVERY 
EXPENSES RECOVERABLE Ih ECRC 

TOTALSYSTEMNETRECOVERABLEEXPENSE 

(5) 

120,000,000 
(4,800,000) 

115,200,000 

117,600,000 

8,361,360 
3,304,560 

11.665.920 

(2.749248) 
(553,152) 

(3,302,400) 
8,363.520 

4,800.000 

4.800.000 

(1,600,000) 

(1,600,000) 
3,200,000 

11.563.520 

(1) Average net investment X 7.1 1%. Based on ROE 12.00% and weighted income lax rate of 38.575%. 
(2) Average net investment X 2.81%. 
(3) Average net investment X 9.99%. Based on ROE 11 .OO% and weighted income lax rate of 38.575%. (Most recent SUNeillance report.) 
(4) Average net investment X 2.01%. 

ASSUMPTIONS: 
New ECRC project replaced equipment with original cost of 540,000,000 and accumulated depreciation of 512.480.000, 
at date of retirement. Net investment is 527,520,000. 
Equipment being replaced is currenUy recovered through base rates. 
Equity and debt components attributable to base rate recovery based on most recent surveillance report. 
Depreciation rate for new investment and retiring investment 4.0% (25 yr. life, zero net salvage) 
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FPL 
-BASE RATE RECOVERY BASED ON MOST RECENT STIPULATION, ORDER NO. PSC-99-0519-AS-El) 

NEW ECRC PROJECT 
Plant-in-Service 
Less Accumulated Depreciation 
CWlP -Non Interest Bearing 
Net Investment 

Average Net Investment 

RETURN ON AVERAGE INVESTMENT 
Equity Component Grossed Up for Taxes (1) 
Debt Component (2) 

TOTAL RETURN ON AVG. NET INVESTMENT 
LESS BASE RATE RECOVERY 

Equity Component Grossed Up for Taxes (3) 
Debt Component (4) 

TOTAL BASE RATE RECOVERY 
RETURNRECOVERABLEINECRC 

INVESTMENT EXPENSES 
Depreciation 
Amortization 
Dismantlement 
Properly Taxes 
Other 

,TOTAL INVESTMENT EXPENSES 
.ESS BASE RATE RECOVERY 

Depreciation 
Amortization 
Dismantlement 
Property Taxes 
Other 

TOTALBASERATERECOVERY 
EXPENSES RECOVERABLE IN ECRC 

TOTAL SYSTEM NET RECOVERABLE EXPENSE 

($) 

120,000,000 
(4,800,000) 

115.200.000 

117,600,000 

8,361,360 
3,304,560 

11,665,920 

(2,749,248) 
(553,152) 

(3,302,400) 
8,363,520 

4,800,000 

4,800,000 

(1,600,000) 

(1,600,000) 
3,200,000 

11,563,520 

(1) Average net investment X 7.11%. Based on ROE 12.00% and weighted income tax rate of 38.575% 
(2) Average net investment X 2.81%. 
(3) Average net investment X 9.99%. Based on stipulation approved in Order No. PSC-99-0519-AS-El. 
(4) Average net investment X 2.01%. 

ASSUMPTIONS: 
New ECRC project replaced equipment with original cost of $40,000,000 and accumulated depreciation of $12,480,000, 
at date of retirement. Net investment is $27,520,000. 
Equipment being replaced is currently recovered through base rates. 
Equity and debt components attributable to base rate recovery based on lstipulatoin approved by Order No. PSC-99-0519-AS-El. 
Depreciation rate for new investment and retiring investment 4.0% (25 yr. life, zero net salvage). 
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