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January 19, 1999 

Blanca S. Bay6, Director 
Division of Records and Reporting 
Florida Public Service Commission 
4750 Esrlanade way, Room 110 
Tallahassee , FL 32399 

RB: DOCKET NO. 981390- EI 

Dear Ms. Bay6: 
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Florida PoWer & Light Company f1led a Mot1on to Dism1ss o n 
January 15, 1999 . Order No . PSC-98·1746- FOF-£1 wos 
inadvertently omitted as the attachment to FPL's Mot1on to 
Dismiss. 
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BEFORE THE FLORI DA PUBLIC SERVICE COMMISSIOH 

In re: Inves~iga~ion in~o ~he 
equity ratio and return on 
equity of Florida Power ' Light 
Company. 

DOCKET NO. 9f. l390-E! 

Th~owing 
this~~ : 

\::'' ~c .- ~oo 
•• • \'11 

\)'t.~ t. ... 

ORDER NO. P~C-99-1149-FOF-EI 
ISSUED: Oec•!m.ber 22, 1999 

Commissioners participated in the di~position ot 

JULIA L. JOHNSON, Chairman 
J. TERRY DEASON 
sus~ F. CLARK 

JOE GARCIA 
E. LEON JACOBS, JR. 

NQTICE OF PBOpQSED AGENCY ACTION 
ORQEB APPROVING PROpQSAL CQNCERNING RETURN ON EOUIIX 

AHD EOUITX RATIO 

BX THE COMMISSION: 

NOTICE is hereby given by the florida Public Service 
Commission that the action discussed herein is preliminary in 
na t ure and will become f i nal unless a person whose interests are 
substantially affected tiles a petition ! or a Cormal proceeding , 
pursuant to Rule 25-22.029, Florida Administrative Code. 

At our regularly scheduled agenda conference, held November 3, 
1998, this Commission hoard a recommendation from ou r staff which 
suggested that Flor ida Power' Light Company' s (FPL) equity ratio 
may be excessive and that FPL's currentl~ authorized return on 
equity (ROE) may exceed a reasonable return required by investors. 
Our state recommended conducting a hearing to determine the 
appr?priate equity ratio and ROE for FPL . We deferred our vote on 
this recommendation until our December 1. 1998 , agenda con ference, 
to provide time tor our staff, FPL, the Office of Publi c Counsel 
(OPCJ , and interested persona to negotiate a possible so~tlemcnt of 
the issues raised. 

As a r esult oC those neqotiations, fPL presented a writ~un, 
proposed aettlement a\. our December 1, 1998, aqenda conterenco. 
FPL' s proposal is attached hereto as Attochlnont A. In sUIM\ary, 
FPL's proposed settlement provides tor ~he !ollowinq: 

I 4 4 0 7 CEC 22 ~ 
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1. The amortization plan outlined in Creer Ho. PSC-98-0021-
fOf-El shall be extended eftectlv" November 1, D98 , 
through December 31, 2000, with the :ollowinq additional 
items to be amortized: 

a. Regulatory assets, or the1r equivalent, established 
pursuant to future Commission order and directed by 
this Commission to be subject t o the ~mortization 
plan. Thh Co111111ission mlly extend the amortization 
plan as pert of the approval process for creating 
and amortizing additional regulllto=y assets; 

b. The portion o! unur~ed nuclear fuel remaining in 
nuclear plants upon decommissioning, which may be 
properly attributabl~ to customers prior to the end 
o f 1999 and which, together with the amount, will 
be determined in the annual fuel docket; 

c. Loss on reacquired del t: tncurred bo!ore Oe..:ember 1 , 
1999; 

d. A fixed amount of S 40 alillion annually through 
December 31, 2000 , 1n addition to the expense 
recorded under the cu rent amortizat~on plan. 

2. lf, prior to December 31, 2000 , no 1terns rem.,in to be 
amortized under the amort1 . at1on plan out lined in Order 
Ho. PSC-99-0027-FOF-EI, as • xtended and mod1fied by this 
proposal, FPL will record anounts based on the formula 1n 
the amort ization plan in a regulatory liability account 
subject t o this Cornmls£ ion • s !inal determination 
concerning the usc of those funds. 

3. Ef fective January 1, 1999, F 'L will lower its authorized 
ROE midpoint from 12 . 0\ tc 11. 2\, wJ. th an authorized 
range ot 10.2\ to 12.2\, tor all regulatory purposes on 
a prospective b45is. fPL " ' ll cap its adjusted equity 
ratio at 55.83\ until Oecemrer 31, 2000, as included in 
FPL' s project<td 1998 Rata of Return Report !or 
surveillance purposes. 

4. fPL will not dispute our staff's recommendation on 
depreciation dated Novembe r 19, 1999, in Oocket Uo. 
911660-£1. 
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5. fPL will use the most cost effective f inancing avallolble 
to fund its Capital Expansion Progr~m. 

At t he December l, 1998 , a9ende conference, fPL clarified 
certain aspec ts of i ts proposed s et tlement . As t o the amortization 
o f unused nuclear f uel costs Cpa ra9raph l.b., above), fPL clarif ied 
that its proposal contemplates a determination by this Commission 
in our annual fuel coat r ecovery docket as to whether such costs 
exist and, if so, whether they should be amortized. As to the 
fixed, aMull amortization of $140 rullion (paragraph l. d., above), 
fPL clarified that this amount is guaranteed regardless of FPL' s 
revenues. fPL further clarified that ita proposal ia not int ended 
to preclude this Commission from ordering a cash refund of any 
amounts recorded as a regulatory liability pursuant to paragraph 2 
of the proposal. 

With these clarifications, we find that fPL's proposed 
settlement provides a reasonable resnlution of the issues •aised in 
this docket. We believe that fPL's proposal will c reate 
substantial benefits for its customers and represents a vast 
improvement over the status quo. For these reasons, we find that 
fPL's proposed settlement should be approved. 

Based on the foregoing , 1t 1s 

ORDERED by the florida Public Service Commisuon that the 
settlement proposed by florida Power ' Light Company in this docket, attached hereto as Attachment A and incorporaled herein by 
reference, is hereby approved with tho clarificat ions stated in the 
body of this Order . 

ORDERED that the provisions of this Orde r, issued as pro~~sod 
~gency act ion, shall become f1nal and effective unless an 
appropriate petition, in the form provided by Rule 28-106.201, 
florida Administrative Code, is received by the Director, Div1ston 
of Records end Reporting, 2540 Shumard Oak Boulevard, Tallahassee. 
rlorida 32399-0850, by the close of bueinesa on tho date set forth 
in the ftNotice ot FUrther Proceedings or Judicial Review• attached 
here to. It is further 

ORD£R£0 that in the event this Order becomes C iMl, th1 s 
Docket shall be closed. 
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By ORDER of the Florida Public Service Commissirn this ZZna 
day of QeceroPer, li2J. 

By: 

(S EAL) 

WCK/RVE 

BLANCA S. BAYO, Director 
Division of Records and Reporting 

kB1~ ~J. - ,. 
Kay n y n, chi4! 
Bureau of Records 

NOTICE OF FOBTH£8 PROCEEDINGS OR JUQICIIiL REYI£W 

The Flor ida Public Service Commission is required by Section 
120.569(1), Florida Statutes, to notify parties of 11ny 
administrative hear ing or judicial review of Commission orders tha~ 
is available under Sections 120.57 or 120.68 , Florida S~atutes, as 
well as the procedures and time limits that apply. This notice 
should not be construed to ~ean all requests !or an adrnlnlstratlve 
hearing or judicial review will be granted or result in the relic! 
sought . 

Mediation may be available on a 
m~diation is conducted, it does not 
interested person's right to a hearing. 

case-by-case bas! s. 1 C 
a!!ect a substantially 

The action proposed hftrein is preliminary in nature. Any 
person whose substantial interests are affected by the action 
proposed by this order may file a petition for a formal proceedir.g, 
in the form provided by Rule 28-106.201, Florida Administrative 
Code. This petition must be received by the Director, Division of 
Records and Repor ting, 2540 Shumard Oak Boulevard, Tallahassee, 
Florida 32399-0850, by the close of business on Januar y 12. 199q, 

In tho abaence of such a petition, this order shall become 
effective on the day subsequent to the above date. 
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Any objection or protest f iled in this docket before the 
issuance date of this order is considered abanconed unless it 
satisfies the toreqoing condi t ions and is renewed wi thin the 
specified protest period. 

It this order becomes fina l and effective on the date 
described above, any party subsuntially affected may request 
judicial r eview by the Florida Supreme Court in the case of an 
electric, gas o r t elephone utility or by the First District Court 
of Appeal in t he case of a water or wastewater utility by filing a 
notice of appeal with the Director, Division of Records and 
Reportin9 and tili.nq a copy of the notice ot appeal and the filing 
fee with the appropriate court. This filing must be completed 
within thirty (30) days of the effec t ive date of this order, 
pursuant to Rule 9.110, Florida Rules of Appellate Procedure. The 
notice o f appeal must be in the f orm specified in Rule 9. 900 (a), 
Florida Rules of Appellate Procedure . 

' 
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PPL Proposal 

1. Effect i ve November l, 1998, extend t he aiDOrt hat ion plan aa 
outlined in Order No. PSC-98-00l7-POP-BI f <Jr an additional 
year, through December 31, 2000, with the fol.lowing additional 
ite=- to be &IDOrtized: 

Regulato ry aaaeta, or their equivalent, established purau~t 
to future Comnliaeion orders and directed to become subject to 
the amortbation plan. The amorthation plan lillY be extended 
by the Comnliaaion aa part o f tb4t approval process for creating 
and a1110rtizing additional regulatory aaaeta. 

The portion of unuaad nuclear fud re~~&inl ng in nuclear plants 
upon decocaiadoning, which ~~ay be properly attril:'.lt~le to 
cuatomera prior to the end of 1999 and which, together with 
t ha amount, will be detaradned in the annual fuel docket. 

Lo .. on reacquired debt incurred before December l, 1998. 

PPL will amortize $140 a:illion per year through December 31, 
2000 u a fixed amount in addition to the expenae recorded 
under the c:urre.nt plan which ia determined by taking lOOt ol 
the difference between PPL' a forecuted 1996 Moat Likely 
Revenue equal to $3,224.1 million and Low Band Revenue equal 
to $3,140.9 million and at least SOt of the baae rate revenues 
produced by retail aalee ebove FPL' e Moat Likely sales 
forecut for 1996, aa filed in Docket No. 950359-£1. 

2. In the event that there are no longer item8 to be amortized 
under the plan prior to December 31, 2000, FPL will agree to 
record amounts baaed on the formula in the plan in a 
regulatory liability account subject to the Cocnmiuion• s linal 
determination for tbe use of thoae funds . 

3 . Effective January 1, 1999, FPL will &!Jree to lower its 
authorh:ed return on equity midpoint from 12.0\' to 11.20\' 
(range< 10.20t - 12.20t) lor all regulatory purposes on a 
prospective baais. PPL will agree to cap i ta adjuated equity 
ratio at S5.83t until December 31, 2000 ao included in PPL'a 
p rojected 1998 Rate of Return Report f or surveillance 
purposes. The adjusted equity ratio equale c0111110n equity 
divide4 by the aua of c:tOIIIIIM)n equity, preferred equi ty, debt 
a.nd off balance eheet obligations. The a1110unt u•ed for oft 
balance abee\: obligations will be calculated per tbe Standard 
' Poor• a 1110tbodology a. uaad in their Auguat 1998 credit 
report . 

" . PPL will agTee wi~b Staff '• Recoanendation on depr,eciation 
dated November 19, 1998 in Docket No. 971660·81. 

5. PPL will agree to use the moat coet effective financing 
available to fund ita capital Expansion Pr09ram. 
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CBRTIFICATB OF SBRVICB 
DOCKET NO. 981390-BI 

I DRBB¥ CBRTI H that a true and co::rect copy of Florida Power 
& Light Company's Attachment to Motion to Dis~iss has been 
furnished by Hand Delivery (• ) , or u.s. Mail th- s 19t.h day of 
Janua ry, 1999, to t-he follt"•o~ing : 

Robert V. Elias, Esq. • 
Legal Division 
FPSC 
2540 Shumard Oak Boulevard 
Gunter Building, Room 370 
Tallahassee, FL 32399-0872 

Jack Shreve, Esq. 
Of f ice of Public Counsel 
111 West Madison Street 
Room 812 
Tallahassee, FL 32399 

John w. McWhirter, Jr .. Esq. 
McWhirter,Reeves,KcGlot-hlin , 
Davidson, Rlef L Bakae, P.A . 
P. 0. Box 3350 
Tampa. FL 33601-3350 

Joseph A. McGlothlin, Esq. 
McWhirter. Reeves, McGlothl i n, 
Davidson, Rief & Bakaa. P ~. 
117 South Gadsden Street 
Tallahassee, FL 32301 

Ronald C. LaFace , Eoq. 
Greenberg, Traurig, P.A. 
101 East College Avenue 
Tallahassee , FL 32301 

J. Michael Huey, Esq. 
J. Andrew Bertron, J r . • Esq. 
Huey, Guild~y & Tucker 
Pout Office Box 1794 
Tallahassee , FL 32302 
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