

















D. The Commission Needs To Consider The Effect Of The Expenses
Addressed In Dacket No. 950359-El and 970410-El In Determining
the Level Of Required FPL Rate Reductions

The Preliminary Agency Action in Docket No. 970410-El stated:

This Plan neither precludes an earnings rcview nor a
review of the plan during the context of 2 proceeding to
reset base rates.

Order No. PSC-97-0499-FOF-L1. issued April 29, 1997, p. 2. In addressing the intent of this
provision at its Agenda Conference held on July 15, 1997, (conceming FPL’s Motion to Dismiss
AmeriSteel’s Protest in that docket). the following exchange occurred between Commissioner
Clark and FPL counsel Matthew Childs:

COMMISSIONER CLARK: Yes, but pretty soon things add up. 1
mean, [ puess what I'm saying is if at Jater time they want to say it
was improper to extend this recovery. and, therefore, yvou should
not consider it when setting your rotes, is your response going (o be
you should huve challenged it then? 1t's res judicata.

MR. CHIL.I3S: Well, your order says that your decision here is not
res judicata, and my argument to you — it is not res judicata on the
issue, and my argument to you, however, is that a customer should
not — or anyone — should not have the right to sont of position
themselves today about an argument that they may make in the
futere.®
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COMMISSIONER CLARK: Well, getting back to my question,
What if in a future case, what if next year you come in and you file
a rate case and you include the plan on -- recovery expenses
according to the plan,

MR. CHIL.DS: Yes,

COMMISSIONER CLARK: Can they challenge it then?

" Agenda Conference Transcript, Docket No. 9704 10.E1, July 15, 1997, p. 15.
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MR. CHILDS: Your order already says, Commissioner -- I'm
looking for it. Your order already says, in effect, that the decision
here is not binding in a rate proceeding, the plan is not binding and
a matter can be addressed. This does not affect rates. And, in
addition. it says if vou have a rate proceeding it can be brought up.
Yet they come back and argue that they want to do it now,

COMMISSIONER CLARK: Mr. Childs, could you read me that
language?

MR. CHILDS: If | can find it.

COMMISSIONER CLARK: Well -

MR. CHILDS : | will find it.

COMMISSIONER CLARK: Ms, Salak --

MR. CHILDS: Canl move on and --

COMMISSIONIER CLLARK: Staff may have it.

MR CHILDS: ~This plan --" Page 3 -- “neither preeludes an

carnings review nor a review of the plan duning the context of a

proceeding 10 reset base rates.” | mean —

COMMISSIONER CLARK: Okay."
As Commissioner Clark correctly perceived in July. FPL now argues, notwithstanding Mr.
Childs™ statemem, that res judicata bars further Commission consideration of the expenses
covered in Docket No. 970410-L:1 in a rate context where that level of expense has a bearing on
the level of FPIL. overcarnings and rate reductions that may be required. As the discussion noted

above shows, FPL.'s expected about-face on this point must be rejected.

*Id pp. 20-21.







allowed return on equity fur IFPL should not exeeed 9.5% and that FPLs rates should be reduced
as requested in AmeriSteel's December 11, 1997 petition.
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OATE: DECEMEER 17, 1997

TO: RICK WRIGHT, ACCOUNTING -COMMUMICATIONS, AFAD
JOMHN SLEMKEWACZ, ACCOUNTING-ELECTRIC A GAS, AFAD

FROM: SONJA JONES, FINANCE SECTION, AFAD
RE: QUARTERLY REPORY ON EQUITY COST RATES

Spusred by consumers’ biggest apending spred in five years, the economy postad vigorous
growth in the third quertel while inflstion remained low. The third quarier sessonslly sdjusied srvnwuel
growth rale in the gross domastic produst (GDP) — the sum of all goods and senvioes proguced within
U.S. borders — matched the sacond quartsr's paoe at 8 3.3% snnusl rete.  inflation has consistently
mprovad over the yoar. A price maasure inked 18 GQDP inched up at a 1.5% annual rete, the smallest
ncreass in fve years. This yssr's sialier sconomio growth has pushed the netion's unampioyment rate
0 a 24-ynar low of 4.0%. Furthemmors, woriplece praductivity jumped 10 a 4.5% annusl rals in the third
quarter, foliowing & strong second-quarder gain. The composite index of leading indicators rose for the
fith wtraight month in Seplember, suggesiing the economy will cantinue to grow. Analysiy believe the
st markat’s recent sharp decline — eliminsting part of consumers' wesith — should heip siow growth
natd yoar 10 & 1ate monetary policy maken view B8 more sustainable.

Economists belleve growth will moderate o sround 2.4% nexd yesr as tabor shortages
constrain production and financisl turmoil N Asie outs into 1J.S. export sales. However, saonomic
forecasis show that the U.S. economy » expeciad to westher the Asien finanaial crisis with steady growth
snd fow inflation. Slaphen Roach, chisl econormust st Morgsn Staniey Dean VWitter, writes, “Thas tug of
war between Asis and the rest of the worid looms as the mast important theme lor the globai sconomic
and financsl outisok in 1908.° The U.S. economy rmeins surpneingly sirong. Even g0, & strong dollar
will make it harder for U.S. companies lo axport t0 Asis, sspacially given the wealkaned siate of many
Asan economiss. Even if U S. imports incresse sharply and U.S. epors tum siuggish, few observers
baliave that the Asan plight will dersll Amerioa's economio expansion. James Giiffin, investment
sturategist a1 the Asilus !nvestment Menagement unit of Aetna inc., says, “The U 8., with (is] huge
domestic demand, can absorb thess shocks and feed back & growth impulss” o Asla's faltering
sconomies. A mmilar conclusion was reached by ihe National Assccistion of Bugsiness Economsts. In
its (stesi quartery survey, the Nstonel Association of Business Economists concluded that the
turgeoning orisis “wil probably not have a signifioant impact” on prospects for U 8. expansion in the next
five yomrs and that moderals growth and low inflation are “Iiely lo continue™ at least through 2003.
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COST OF EQUITY ANALYSIS (1)

BOND NISCOUNTED EX ANTE PROSPECT IVE

RAIING A Lo RISK PREMIUM — AP
ELECTRIC UTILITIES
Flurida Power Corporation A3l/AA - 9 4 9.3 10 ¢
Florida Power and Light A3/ AA- 9.4 9.3 10 €
florida Public Utitities Company 9.9 9.7 1.
Gulf{ Power Company Al/7As 9 £ %.] 10.7
“ampa Electric Company A2/ AR g4 92 10.¢
TELEPHOME UTILITIES
Central Telephone of Florida Baal/A 41 12 4
G'E Florida. Inc. Al/MA- 45 121
Sauthern Bell Telephone Ada/AMA i4.2 118
Urvi ted Telephone of Florida AL/A 45 2.2
Uther Telephone Utitities 49 12.¢
MATURAL GAS UTILLITIES .4 93 [V

Te: Bika [womey

WATER AND WASTEWATER UTILITIES The cost of aqu'ty ob-atned uwsing L2 current leverage fore,'s
59 71% 4t 100X ~cuity aned 10.46% ot an eguity -atic of 403 -
ower  The current “everxp formu’a 13

RAE = & 37 « (1 832/ER)




CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true and correct copy of AmeriSteel’s Response Lo Flondi
Power & Light Company’s Motion In Opposition 1o AmeriSteel’s Petition For A Linnted
Proceeding hus been furnished via ULS. mail. postage prepaid, this 24th day of December 1947,
to the following:

Matthew M. Childs, Esq
Charles A. Guyton, Esqg.
Steel Hecetor & Davis, LLP
Suite 601, 215 South Monroe Strect
Tallahassee, F1 32301

Robert V. Elias, Esq.
Division of Legal Services
Florida Public Service Commission
2540 Shumard Oak Blvd. #370
Tallahassee, F1. 32399

Juhn Roger Howe. Fisq.
Oftice of Public Counsel
111 West Madison Street
Room 812
Tallahassee, F1. 32399






