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STATE OF FLORIDA 
omCB OF THE PUBLIC COUNSEL 

c/o The ftorlda r.p•mrn 
111 w .. w.cu.-su.. 

Rooe 812 
TeO L I , Plorida DM-1400 .,._..,..,., 

May 7, 1990 

Mr. Steven c. Tribble, Direc tor 
Division of Records and Reporting 
Florida Public Service Commission 
Fletcher Building 
101 E. Gaines Street 
Tallahassee, Florida 32399-0850 

RE: ~J66r Cl 
Direct Testimony of James A. Rothschild 

Dear Mr. Tribble: 

Enclosed please find corrected pages No. 5 and Schedule 1, 
Page 1 of the Direct Testimony of James A. Rothschild filed on 
April 27, 1990. 

We apologize for any inconvenience this may have cau5ed . 
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Sincerely, ff~it(J 
/j:, 

Stephen C. Burgess 
Deputy Public Counsel 
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1 III . SUMMARY OF CONCLUSIONS 

2 

3 A. Recommended Cost ot Capital 

4 Q. PLEA~E SUMMARIZE YOUR CONCLUSIONS ON THE COST OF CAPI-

5 TAL TO GULF POWER COMPANY. 

6 A. The overall cost of capital that should be allowed t o 

7 Gulf Power Company is 7.92t (see Schedule 1, Page 1 ). 

8 This is based upon an investor supplied capital structu re 

9 with 42.98% common equity , 8 .10t pref erred e quity, a nd 

10 48.92t debt. The cost ot c apital i s based upon a cost of 

11 equity of 11 .75%. 

12 I also explain in this testimony that the cost of 

13 equity to servi ce industrial customers is 1s e stimated to 

14 be about 0.4t higher than to service resident ial o r comrner-

15 cial customers. This means that the cost to service 

16 residential and commercial customers is probably s omewhat 

17 below 11.75% , and the cost to service indus trial c ustomer s 

18 is probably slightly higher than 11.75%. 

19 

20 Q . HAVE THE PROBLEMS WITH THE INTERNAL REVENUE S ERVICE AND 

21 OTHER ALLEGED MANAGEMENT INDISCRETIONS INCREAS ED THE COST 

22 OF EQUITY OF GULF POWER? 

23 A. Theoretically, yes. However, I do not believe it is 

24 proper for ratepayers to be charged fo r whatever extra 

25 costs might exist as a r esult ot these prob lems . Whi le I 
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•~~dfd Colt of tapltel 
Pti"Cer\t of Cott 

t.pltat Rate 

Lor,g·tel"'ll Oebt 

Long- teNI llote 

Short ·tena Det:.. 
Prof~rred Stock 

Comot~ E"-'1 ty 
Cust~r Depotl tt 

Deferred lues 

35.72l 
o.oos 
0.46, 
S.99S 

tnvest-.nt Credit-Zero Cott 
Jrwest--.t Credit· IJelghted Colt 

31 .80l 
1.70% 

19.811 
0.09% 
4,43\: 

Le>n9· term Debt 

Long· term Note 

Short · ter111 Debt 

Preferred Stock 

Conmon Equity 
Customer Deposits 
Deferred Taxes 

Investment Cred1t·Zero Cost 

Investment Credit· Wtd. Cost 

TOt AL 

Long· te,_ Debt 

Long· term Note 

Short · term Oebt 
Preferred Stock 

Conmon E qui t y 

Cus tamer Depos I u 
Del erred T uea 
Investment Credit·Zero Cost 
Investment Credit· Wtd. ':Ost 

tOtAL 

100.~ 

C~ny llequuted Capital Structure 

Btfore Aft~r 

Adjust~t• AdjUStments Adjustments 

439. 7J4 109. 798 329.936 

42,089 42,089 0 

4,432 142 4,200 

67,432 12,116 S5,316 

367,404 73,749 293,655 

15,77S 116 15,659 

203,823 20,864 182. ~0 
858 27 831 

7,152 40, 016 

1,189,615 266,053 923,562 

C~ny Reques ted Cost of Capatal 
Percent of 

Percent: Cap1 ta I 

36.96% 41.27X 35 .727; 

3.54X 15.827: 0.001 

0.37% 0.05X 0.46X 

5.67% 4.55X 5 .90X 

30.681 27. 7Zl 31.801 

1.:n1 0.04X 1. 7cr.t 

17.13X 7 .8/.X 19.61X 

0.07X O.D1X 0. C'9X 

4 .041 2.69X 4 . 43X 

100.001 100. 00:.. 100.C:JX 

Investor Supplied Capital Only: 

long· tera Debt 47.74% 46. 15X 48.29X 

Long· term llote 4.~7X 17.69X o.oox 
Short· term Debt 0.4!n 0.06X 0.63X 

Preferred Stock 7.32% 5.091 8 .10X 

Conmon Equ1 ty 39.89X 31 .0~ 42.08X 

TOtAl 100.00X 10C..OOX 100.00X 

SO<Jrce: MrR Scll~le 0·1, Pa11e of 4 

loltd. 
Cos, 

a.rn 
o.oos 
8.~ 

7.7SX 
11.15\ 
7.65% 

0.00\ 
o.ocr.: 
9.94\ 

8 .727; 

e.oox 
1. rsx 

13.00X 
7.65X 

10.46-.. 

Sch~l~ 1, Pa~e I 

0.44\ 

7.0~ 

Total 
Cost 

3. 12'X. 

O.OOl 
o.o..x 
0. 46 ... 
4. 13X 
{'.I''. 

O.DO'X. 
o.oox 
0 46':. 
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