
,. 

.. r . . , r . • , . . '\. '"- . 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Petition of AmeriStccl Corporation ) 
li•r Limited Proceeding to Reduce Florida ) 
Power and Light Company's Annual ) 

Docket No. 'f7 //J .:· f -c.£: 

Rcwnues by $440 Million ) Filed: Oecemhcr I I. 1997 __________________________) 

PETITION OF AMERJSTEELCORPORATION FOR A LIMil"lo:U 
PROCEEDING TO REDUCE FLORIDA POWER AND Uf;tn 

COM'PANV'S ANNUAL REVENUES 
AND FOR AN EXPEDITED HEARING SCHEDll(,t; 

Pursuant ro Sections 366.06. 366.07. and 366.076. Florida Statutes and Rule ::!.'i-

22.0)6(4). f'.A.C.. AmeriSt&.-el Corporation (''AmeriSrcer'). by and through its undersigned 

attorneys. petitions the Florida Public Service Commission r·Comtnissimt .. ) to initiatl· a I imi11:J 

Proceeding for the purpose of: (I) establishing a current and "reasonable·· autlwrizl·d return ''" 

equity lor Florida Power and Light Company (''fPL''): (2) removing from th~· cakulation of 

FPL · s profits certain very large amoni7..ation char:ges. which have the cflect of reducing rerorh.·d 

profits: and (3) distributing the resulting annual revenue re-ductions evenly to H11 .' s cus11mwrs un 

an equal per kWh basis to all customer classes. AmeriStcd has calculated that there arc <JI k·ast 

$440 million in annual revenue reductions warranted by its proposal. This reduction should 

result in rate reductions t(,r all FPL customers of rou,ghly 8.1 %. 

AmcriStecl also requests rhal the Commission set this matter for hearing on au c:qx·dikd 

schedule since FPL 's overcamings will dramatically increase on January I. 19'}8 with the 

expiration of the additional expense ' 'Plan'' approved by this Commission in Docket 

No. 950359-El. In suppon of this Petition. AmcriSteel states as follows: 
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AmcriStecl Corporation 
5100 West Lemon Street 
Suite 312 
Tampa. Florida 33609 

Documents relating to this proceeding may be served on AmcriStccl h~ S4.'r\ in~ thl·m 1111 

the following individuals: 

Richard J. Salem 
Florida Bar No. 152524 
Marian B. Rush 
Florida Bar No. 373583 
Salem. Saxon & Nielsen, I'.A. 
I 0 I l:ast Kennedy Boulevard 
P.O. Box 3399 
Tampa. Florida 33601 
Phon~:: ( 8 tJ) 224-9000 
Fax: (813) 221-881 J 

Peter J.P. Brickficld 
James W. Brew 
Brick field, Burchette & Ritts. P.<.'. 
1025 Thoma.._ Jefferson Street. N. \\'. 
Eighth Floor· West To\\'cr 
Washington, lX.~ 20007 
Phone: (202) 342-0800 
Fax: (202) 342-0807 

I. AMERJSTEEL•s SUBSTANTIAL INTERESTS AR•: A,.-HTTU) 

AmcriStccl operates a steel recycling and manufacturing facility lm:atcd in thr.: ..:ir~ of 

Jacksonville that is a customer of FPL. The Jacksonville plant is a steel .. mini-mill .. th:.~t U:'il'S an 

electric arc furnace to m~!lt scrap steel and cast the resulting molten steel into long strand:-. 

(hi !lets) in a continuous ca.'iting process. The plant produccs rchar and rods that arc U!>Cd in a 

varil.:ty ofhigh""ay. building construction, and other construction application. FPI. lists 

AmcriSh.:el as one of its 20 largest customers. As a large customer of FPJ .. AmcriStcd's 

substantial interests are atlcctcd by the excessive rates current I)· charged hy FPL. 

II. SUMMARY OF RF.:QllEST[D RELII':F 

J. !-'Pl.'s rctum on equity is excessive when compared to equity rates rcasonuhl~ dcmandcJ 

by current economic conditions and capital markets. Moreovc:r. FPI. ha!> inacascd tlw l'ljllll~ 

cumponl·nt 1 •I" ih L·apit:.tl structure hy sy~tr.:matically Jispl:.~cing lower cost dcht \'With higher cost 

equit~. This very high level of equity funher reduces FPL 's financial risk and justifies a lu\\Cr 
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1. The name and address nf petit inner i~ u.o.: l&•llm' If ~ 

AmeriSteel Corporation 
51 00 West Lemon Street 
Suite 312 
Tampa. Florida 33609 

Documents relating to this proceeding may be served on AmcriSteel by serving thl·ru on 
the following individuals: 

Richard J. Salem 
Florida Bar No. 152524 
Marian B. Rush 
Florida Bar No. 373583 
Salem, Sax.on & Nielsen, P.A. 
I 0 I East Kenn.edy Boulevard 
P.O. Box.3399 
Tampa. Florida 33601 
Phone: (813) 224-9000 
f'ax: (813) 221-8811 

Peter J.P. Brickfield 
James W. Brew 
Brickfield. Burchette & Ritts. P.C. 
I 025 Thomas Jefferson Street. N. W. 
Eighth Floor- West Tower 
Washington. DC 20007 
Phone: (202) 342-0800 
Fax: (202) 342-0807 

I. AMERJSTEEL'S SUBSTANTIAL INTERESTS· ARE Af'I'E:CT[I) 

2. AmcriSteel operates a steel recycling and manufacturing facility located in the ciry of 

Jacksonville that is a customer of FPL. The Jacksonville plant is a sh!cl "mini-mill .. that uses an 

electric arc furnace to melt scrap steel and cast the resulting molten steel into long strands 

(billets) in a continuous casting process. Th.e plant produces rebar and rods that arc used in a 

variety of highway. building construction. and other construction application. FPI. lists 

AmeriSteel as one of its 20 largest customers. As a large customer of FI,L. AmcriStccl ' s 

substantial interests are aflected by the ex.cessive rates currently charged by FPL 

II. SUMMARY OF REQUESTED RELIEF 

3. FI,L ·s rctum on equity is excessive when compared to equity rates reasonably demanded 

by current economic conditions and capital markets. Mon.....,wcr. FPL has incn:.·a.<ied th1.· c4uit~ 

wmponcnl nf irs capitul structure by systcmaricully displacing lower cost debt with higher ~nsl 

et~uily. This very high level ofequity further reduce:s FPL's financiaJ risk and justifies a luwcr 
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cost of equity. Further. FPL includes in its current calculation of regulated earnings ccnain largl.' 

expense items that are expiring January J. 1998, that gready compress cost n.-covcl)' as compan:d 

to the Commission's traditional ratemaking practice. By including those expenses in its l'arnings 

analysis, FPL significantly depresses its achieved or earned profits. These adjustments serve to 

mask rather than correct FPL's excessive rates and should be disregarded for eamings 

surveillance purposes. To correct this situation, AmeriSteel requests •hat the Commission nwh· 

the following dctcnninations: 

aj a current reasonable allowed mid-point cost of l."qu.ity capitul l(>r FPl. 

should be no more than 9.5% to supersede the currently authorized mid-point of 12.0%. which 

now allows FPL to report earnings up to 13% before its profits are considered statutorily 

excessive and unreasonable; 

b) FPL 's additional expense and early umorti7.ation approved hy the 

Commission in Docket No. 950359-El should be disregarded from the calculation of FPL ·s 

regulated earnings; and 

c) the resulting revenue reductions should result in cquul per kWh rale 

reductions for all FPL rate classes. 

Based on prevailing circumstances. an expedited ••limited proct."Cding" is required to salcguan.l 

consumer interests. 

Ill. JURJSDICfiON 

4. Section 366.01. F.S. states the Legislature's intent in establishing a statutory program to 

regulate public utilities a.s foiJows: 

366.0 I Leablative declaration.-The regulation of 
public utilities as defined herein is declared to be in 
the public jotm:st and this chapter shall be deemed 
to be an exercise of the police power of the state liJr 
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(Emphasis supplied). 

the protection of the public welfare and all the 
provisions hereof shall be lifxrally coostruc4 for the 
ac<:omplishment of that purpose. 

Protection of the public interest and public welfare requires that this Commission to allow 

electric utilities to charge only rates that are .. fair. just and reasonable:· Section 366.05( I). F.S. 

Ensuring that rates and charges are .. fair, just and reasonable" requires active Commission 

oversight of a utility's cost of providing electric service. The legislature has established criteria 

the Commission is to consider in setting rates. For example. Section 36«>.041 provides that the 

Commission. in fixing such rates. is 

authorized to give consideration, among other things. to the 
efficiency, sufficienc:y, and adequacy of the facilities provided and 
the services rendeml; the cost of proyjdioa such service and the 
value of such service to the public; the ability of the utility to 
improve such service and facilities; and energy conservation and 
the cflicicnt use of alternative energy ~\!sources; provided that no 
public utility shall be denied a reasonable rate of return upon its 
rate base in any order entered pursuant to such proceedings. 

5. Section. 366.06, f'.S. specifically addresses the particulars of establishing "fair. just and 

reasonable rates" and lists factors that should be considered. The statute requires the 

Commission to treat both customers and utility investors fairly. The: Commission has an 

obligation to afford a utility an opportunity to earn a reasonable return on its property dcvofcd to 

public service and to recover legitimate expenses. At the same time. the statute requires the 

Commission to protect customers by proscribing rates that are too high and yield excessive 
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profits to the utility. Specifically, Section 366.06(2). F.S. provides: 

(2) Whenever the commission finds, upon I'CQuest IPide or 
upon its own motion. that the rates demanded, charged. or 
collected by any public utility for public utility service. or that the 
rules, regulations, or practices of any public utility affecting such 
rates. are unjust, unreasonable, unjustly discriminatory, or in 
violation of law: that such rates are insufficient to yield reasonable 
compensation for the services rendered; that such rates·yjeld 
excessive compensation for services n:ndm:d; or that such .service 
is inadequate or cannot be obtained, the commission man order 
and hold a public hearing, giving notice to the public and the 
public utility, and shall thereafter determine iust and reasonable 
~ to be thereafter charged .... 

(Emphasis supplied). 

6. lt is generally assumed, based on ample historic perfonnance. that the owners and 

management of regulated utilities will track their operations and make timely detenninations as 

to whether the approved rates are yielding reasonable compensation. FPL has never hesitated to 

seek an increase in rates when it considered returns to be insufficient relative to tile current 

market. It is not reasonable, however. to expect a regulated utility to initiate a downward 

adjustment of its rates when those rates are returning compensation or profits that are excessive 

compared to current market conditions. Under these circumstances, the Legislature empowered 

the Com mission to reduce excessive utility rates, and it expects that the Commission will 

exercise that authority in a timely manner to protect the public welfare. Absent Commission 

initiarive, the statute also provides that customers may seek an appropriate reduction of rates. In 

this instance. Fr'l. is charging excessive rates and its ROE mid-point and '-"Quity r.1tio arc 

unreasonable and excessive. The Commission possesses ample authority to initiate a limited 

proceeding to protect consumer interests. 
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IV. FACTORS REQUIRINCI RATE REDUCTION 

A. The Commission Should Establish A Curnnt Reasonable Allo"•ed 
Return on Equity 

7. Assuming that debt costs are reasonable. the determination of whether a utility's 

compensation is either insuflicicnt or excessive is generally made by reference to its achicvnl 

return on equity. To be meaningful, a properly calculated achieved return on equity must he 

m~.:asurcd against some acceptable current yardstick to determine whether profits arc current!) 

excessive. Historically. during the course of a rate case this Commission has appnwc:d an 

allowed return on equity required by then-current market conditions. The Commission nurmall~ 

has established aprimafacie presumption of reasonableness for earned equity returns falling 

within one percentage point of the .. mid-point." or authori7..ed rc!Urn on equity. A utility's annual 

rc cnw: requirement and its resulting rates have been set using the mid-point of the equity return. 

The Commission. however. has revised the allowed return on equity outside the context or a 

general rate proceeding as well. Eg, Florida Power & LiKht ( 'ompcmy. Docket No. 1n0612-I .I. 

Order No. I,SC-93-1 024-FOF-EI (1993 ). 

8. This Commission tracks the appropriateness of large regulated utilities· profits lhrou~h 

monthly earnings surveillance reports which list aggregated expenses and revenues to Jeri' c an 

··achieved .. return on equity. The achieved return can then nc compared to the .. rangL' of 

reasonableness" of the utility's authorized allowed equity return. 

9. With the l.egislaturc·s repeal in 1995 of quadrennial rate Hling rcquircmcnh. 1 thL· 

Commission has become heavily dependent upon these earnings surveillance reports to gaut!c thL· 

' See. the former§ 366.06(3 )(a). Fla. Stat. 
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rcasunu.hlcncss of utility rate levels. The uscfulncsro~ of the survcillmll'C rcrurts. hm\'l'Vc:r. i" 

severely limited by two factors. 

I 0. First. the cost rates for equity are no! current. They n:flectthc last dcccrn1inatiun fllil(k 

by the Commission which may, as in this case, be years out of dare and reflect the.· product uf" 

financial environment that. has materially changed. A comparison of achieved returns lH " stale 

benchmark that has no current relevance does not properly indicate if existing rates arc 

reasonable, excessive or insufficient. 

II. Second. the surveillance reports reflect actuaJ changes in FPL 's capital structun: without 

any assessment of the prudence of such changes. Even with FPL · s repurchase of comnu m 

stock. its equity ratio has risen dramatically since 1993 as FPL has retired huge blocks of Lkht. 

This high (for a regulated electric utility) equity ratio eflects the rc~ulatcd camings n:sulls shu\\ II 

in the surveillance reports and reduces FPL ' s financial risk compared to other electric uti lites. 

12. The use of an outdated equity cost rate and an updated but imprudent and unauditcd 

capital structure combine to produce an earnings surveillance analysis that is signilicantl~ 

skewed. Using current, reasonable estimates demonstrares that the revenues produced h) FPI. · s 

current rates are excessive and unreasonable. 

I J. The mid~point on equity used to establish FPL 's revenue requirement and. lhus. its 

current rates. is 12.0%. 2 As reflected in Attachment A. a current reasonable r.Ue of return on 

equity for FPL. based on current market conditions. is no more than <)5°1. •• ur a full :!:'\0 ha,j., 

points below the 12.00/o used to calculate .FPL's cWTent rates and a full 350 basis points helm\ 

the I 3.0% the Commission would now use to determine whether FPL"s profits arc statuluril~ 

excessive. The reasonableness of a 9.5% return on equity for FPL is reinforced h> th.: 

: In 1993, the Commission reduced the mid-point from 12.3% to 12.0%. Sec Order Nu. l'S(".lJJ -102·1 ·1 c 1/ ·1 I 
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Commission Statrs calculation in Augusr of 19')7 of u re4uircd return un ~qui I~ li.1r FI'J. of 'l.tJ'' .. 

under both the DCF and Risk. Premium methods commonly employed hy this ( 'nmmissio11 ( ,,.,. 

Attachment B). Since August. favorable market conditions indicat~ a further lmH·ring of I PI · :­

cost of equity. 

14. 'l'he difference in revenues required by a 12.0% equity rerum and that requin:d h~ <19.:"'., 

allowed return is very substantial. As reflected in the attached eKhihirs." rcdudiun from au 

authorized return for equity from 12%-9.S% necessitates an annual reduction in FPI . · s rc' cnul· 

requirement of $190 million. 

15. If a 9.5% return were found to be a reasonable mid-point. the "ceiling·· of the r.mgc of 

rca'iOnableness would be IO.S% instead of the current ceiling of I 3%. Thus. interim rate 

reducrions are warranted and the Commission should hold Ft,t•s revenues su~jcctto refund if ih 

earnings exceed I 0.5%. 

16. FPL's equity ratio in its capital structure at the time of this Commission' s last FPI ha,c 

rate case decision was 42.3%. In coptrast. the ratio currcnlly maintained by Fl'f. is m cr 61" "· 

which is suhstnntinlly higher :han the average for compar.tblc utilirics. as shown on 

Attachment C. The actual FPL equity ratio is unreasonable for a rcgululcd electric utility and 

unnecessarily raises the cost of service lo FPL ' s customer. AmcriStccl's llllalysis docs nut 

propose to impute a revised debt/equity ratio for FPL. hut notes that Fl,l's high level ur cquit~ 

reduces its risk relative to other electric utilities. and. therefore. justifies a lower allowc:d C!.Juit~ 

rerum for FPL. 

8 



B. l'h~ Provisioaa of th~ Addldoaal aad AceelenCed Es~ase Plan 
Approved ia Docket No. 950359-EI Should Be Re•oved From 
Earnlap Cakulatloa• 

17. The additional and accelerated expense plan approvt..-d by the Commission lor FPI. in 

Ord~r No. PSC-96-0461-FOF-EI, entered in Docket No. 950359-EI. eflectivcly reduced FPJ: s 

a.chicvcd rate of return on equity for the years JQ95. 1996 and 1997 by approving a number of 

special expense and amonizations beyond those recognized in FPL 's last full rate case in 19&4. 

The provisions of this Plan expire by the terms of the Plan on December 3 r. 1997. In Docket 

No. 970 140-EI. the Commission Staff and FPL have proposed extending and modifying the 

added expense and accelerated reco.very plan through the years 1998 and JQ99, 

18. As explained in AmeriSteel's testimony filed in Docket No. 970140-1:1. there is .1o 

demonstratt..-d need 10 extend this plan into 1998 and 1999. If the Plan is not extended. Fl'l. has 

calculated that its exlXnses will be reduced by a. mipjmum of $233 million in 19Q8 and $291 

million in 1999. FPL may take additional chargt..'.'i above the minimum if it chooses. The 

authorized expcns~s under the proposed Plan, which are tied to FPL 's growth in revenues rath'"·r 

than any panicular change in its costs of service. are expected to reach $353 million in l991l ami 

$460 million in I QQ9. Based on FPL ·s added expenses taken in prior years and FPL ·s sustained 

revenue growth projections. added expenses of at le.ast $250 million should he cxpc:.~tcd in cad1 

of tho~ years under the proposed plan. If the Plan is denied. FPI. 's revenue rc4uiremcnt would 

~ reduced by that amount. Because there is no substan.tial n..-cord evidence in Docket No. 

lJ7041 0-EI tu support thusc proposed added. and accelerut<..-d expenses. AmcriStt"CI urges lhc 

Commission to remove the ctlect of any such expenses from its earnings calculations f(n FPI.. 



Johd of _&qui red Adjustmcpll 

IIJ. I he total adjustment required by the above components arc a rcdudion of I· Pl.·~ 

approved revenue requirement of$440 million annually a'i rdlech:d in rage I of Allachmcut B 

and the tahle hdow: 

.&:ihlctjoos In FPL 1998 Base Revenues 

I. R;;ductions S CMillionsl 

I. Return on Common Equity (200 basis points) $]90 

:!. Expiration of 1996/97 .. Plan" Writcoffs Wld Charges 
and no funher t:xtension of the PIWl in FPI. revenue rcquircn1cnt 

Total Pcrmancnc Reduction $440 

V. ALLOCATION OF REVENllE REDUCTIONS 

.:'0 !\rn< . .'riSI1..'1..'I submits thut th1..· n:ductinn in Fl,l .'s required rc\'CIHIL' n:ljllircnwnt ul '!-·l-l ll 

million annually should be reflected evenly in equal cents per kWh reductions to each of !-'PI ·, 

rule classes. This is the method the Commission employed for prior FPL rate reduction~ ord~..·r~..·d 

in 1986' and 19~9~ and is appropriate in this instance. 

VI. STATF.MENT OF l/LTIMATF. FACTS AI.U•:<;rn 

.::? I. (a) A reasonable current allowed return on cquit) l(,r Florida Pm,.;cr & I .ight is 1)5" "· 

(b) { lpon the expiration at the end of 1997 of the added "variahle" expenses Fl'l ha\ 

taken pursuant to Commission Order No. PSC-96-0461-FOF-EI. FPL · s rcwnue r~..·quircment 

.should he reduced hy $440 million ba-;ed on a reasonable currenl allowed return on e4uil) . 

Dodc:t Nll . t~ JO..JtJ~-1:1. Order No. 7.5%1. i~'ucd April 7. 1~8b . 

'Docl.et No. 890319-EI. Order No. 22334. is~ucd December 22. 1986. 
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VII.KNOWN DISPIJTF.P ISSIJF.S OF MATF.MIAI. I''Af'T 

22. (a) Additional expe.nses taken by FPL to offset revenue growth in Docket No. 9511.'59-

1:1. and proposed by 1998 and 1999 in Docket No. 970140-EI~ should not be considered in 

calculating regulatory earnings. 

VIII. LIMITED PROCEEDING FOR REDUCED RATES AND OTHER Mf.l.IEF 

23. The Florida Legislature has not compelled the Commission to hold full. traditional rate 

case prm:eedings to consider and act upon all matters within its jurisdiction. even in those ~.:ases 

that would require a utility to change its rates. The Legislature has directed that the < 'urmnis:-iun 

may hold less than full rate cases by granting .. limited proceedings." Limited proceedings an: 

~ 

provided for by Section 366.076, f.S., which states: 

( 1) Upon petition or its own motion. the commission may conduct a limited 
proceedin.g to consider and act upon 80)' matter wjtbjo jts jurisdiction. inclydjn~ 
anY matter the resolution ofwbjcb D!QUires a public utility to adjust its rates"' 
consist with the provisions of this chapter. The commission shall detemtine the 
issues to be considered during such a proceediqg and may grant or deny any 
request to expand the scope of the proceeding to include other matters. 

(Emphasis supplied). 

::!4. In this instance. expedited Commission action is r<.-quired as to the three items nuh:J 

above to safeguard consumer interests. The time delays of a full rate proceeding "ould <tJ\crsd~ 

aflcct the customers interest. The Commission should. therefore. grant the petition li>r a limitl·d 

proceeding and consider and decide tbe issues noted above on an expedited basis. 

IX. NECESSITY FOR EXPEDITED HEARING SCHEDUtf: 

25. The provisiQns of the cunenr " Plan" approved by the Commission. in Docket Nu. 

950359-E! expire or are completely or largely written ofT as of the end of 1997. The expiration 

uf these charges. coupled with the outdated and excessive. current mid·poiru un equit) uf I 2"" 

will result in FPL immediately staning to earn excessive revenues on an annual basis uf $4411 

11 



million as of January 1998. Accordingly. so as to minimize the economic damage to FPI :s 

hearing schedule to consider and decide this case. 

X. CONCLllSION 

~6. The Commission should. on an expedited basis. grant AmcriSted's petition li.n a limih:J 

prm:ccdiug pursuant to Sc~.:tiun ]66.076. F.S. It should lind and fix as rcu:iOIHihk a rail" lll"l~:llllll 

on equity for FPL of no more than 9.5%. The Commission further should exclude from th~: 

~akulation of FPI :s required revenue requirement on a prospective husis the depreciation r~c·lah:d 

under-recoveries and accelerated recovery of regulatory assers approved by the Commission in 

Docket No. 950359-EI. As a result of these findings. the Commission should rcdu~.:c FPf. · s 

annual revenue requirement by $440 million annually and distribute these reductions through 

equal per kWh to all classes of customers. 

ted. \ 
.......f-fft~""""-'--~· ~ j ,4 ~~- -) 
J es .Brew ' ~ 
BRICK FIELD. BlJRCIIFITE & RITTS. P.< ·. 
1025 Thomas Jefferson Street. N.W .. Suite MOO-W~c·st 
Washington. DC' 20007 
(202) 342-0800 

Richard Salem 
Florida Bar No. 152524 
Marian B. Rush 
Florida Bar No. 37J5MJ 
SALEM. SAXON & NIU.SFN. P.A. 
One Barnell Phu.a 
I 01 E. Kennedy Blvd .. Suite J201J 
P.O. Box 3399 
Tampa. Florida JJ(,02 
(813) 224-9000 

Michael Twomey 
8903 Crawfordville Ruad 
Tallahassee. Florida J2J I() 
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CERTIFICATE OF SERYICE 

I HEREBY CERTIFY that a true and accurate copy of the foregoing has b.:cn furnished 

by lJ .S. Mail or facsimile transmission this 11th day of December, 1997 to the following persons: 

Roben Elias. Esquire 
florida Public Service Commission 

2540 Shumard Oak Blvd. 
Tallahassee, Florida 32399-0850 

Matthew M. Childs, Esquire 
Steel, Hecto.r & Davis 

215 South Monroe Street 
Suite 601 

Tallahassee, florida 32301 

Jack Shreve. Esquire 
Roger Howe, Esquire 

Office of the Public Counsel 
Ill West Madison Street 

Room 812 
Tallahassee, Florida 32399-1400 

~-~£~~ (/f { J esW. rew / 
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• Aftlehment A, page 1 of :.J • 
FLORIDA POWER & LIGHT 

DETERMINATION OF EXCESS EARNINGS 

Adjusted Rate Baee (1) 
Exce11 Rate of Retum (8.89%~ 7.61%) (2) X 
Exc:ess Net Operating Income 
Revenue Expaneion F-=tor X 
Amount Rates can be Reduced before Additional Expen ... 
Estimated Additional Expeneee for 1998 
Total annual amount Rates Could be Reduced to New ROE Midpoint 

(1) Per September. 1~7 Surw•l8nce ~ 
(2) Per Attachment A. ~ 2 of 3 

s 9,140.057,132 
128% 

s 116,992,731 
1.62800 

$ 190,464.167 
$ 250,000,000 
s 440,464.167 
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tit Attachment A, Pa~• 3 o! J~ 
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EqWy a11io1 b Coallpariloa Group ol Eledric Utiliaa 
Fvr the Period~ 1213 Jl9e 

"'-' ........ Epi«Jilatjol 

Allflh-y Po.« S,.... A 46% 

CIPSCO AA+ ,7% 

COIIICIIicll&ed &&.a A+ '"' 
Dub Power M· ~ 

Flortdap...,_. Mr 5~~ 

IPALCO Mr ,,. 
KU ~neraY AJp '~ 
NonhenlStllel AA- 54% 

00£ M· S2% 

fidilcn banlllioall A+ ~~ 

TECO AA sm 

Witcoalia Eaer5Y ~ m. 
AVDAGE M• 52"" 

EliC.'b'ic: lndullry A .,. ... • 47.5% 

FPLGroup Ak ,,.., 
P1orida raow. tl4tl Co., AA· 6%.~· 

• Sourw·S--&Poar'sStock...,..~Pill1W7 
2 SOUI'DC: V.._ U., No-aubw. 19VP 

' Soun:e· PPl. SurwiDIDce Ripon, Stpt..._, 199'7 

c 




