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STATE OF FLORIDA 

Oi"PJCB OP 1lfB PUBUC COUNSEL 

Ms. Blanca S. Bay6, Director 
Division of Records and Reporting 
Florida Public Service Commission 
2S40 Shumard Oak Boulevard 
Tallahassee, FL 32399..{)870 

cJo Tho florida l.qWature 
Ill West Mad.iJoo St. 

Room 112 
~Florida 3~1400 

8»481-9330 

January 20, 1999 

t, h iO AU II : I -. 

J 
.d. 

RE: Petition by the C1tiz.cns of the State of Florida to Have the Florid~s Public 
Service Comm.is.sion Conduct a Full Revenue Requirements Rate Case and 
Establish Reasonable Base Rates and Charges for Florida Power & Light 
Company; Docket No. q q 00 {p 7- EI 

Dear Ms. Bay6: 

Enclosed is an original and fifteen copies of a Petition by the Citiz.ens of the State of Florida 
to Have the Florida Public Service Commission Conduct a Full Revenue Requirements Rate Case and 
Establish Reasonable Base~ and Charges for Florida Power & Light Company for filing in your 
office. 

Also enclosed is a 3.5 inch diskette con•aining the Petition in WordPerfect for Windows 6.1. 
Pleue indicate receipt of filing by date-stamping the attached copy of this letter and returning it to 

this office. Thank you for your assistance in this matter 

tdsb 
Enclosures 

Jack Shreve 
Public Counsel 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMlSSION 

In re: Petition for a full revenue 
requirements rate case for 

Docket No.:------
Filed: January 20, 1999 

Florida Power & Light Company. 

PETmON BY THE CITIZENS OF THE STATE OF FLORIDA 
TO RAVE THE FLORIDA PUBLIC SERVICE COMMISSION 

CONDUCf A FULL REVENUE REQUIREMENTS RATE 
CASE AND ESTABUSR REASONABLE BASE RATES AND 
CHARGES FOR FLORIDA POWER & LIGBI COMPANY 

The Citizens of tho Sw.e of Florida, tJvough the Office of Public Counsel, pursuant to Section 

350.06 11, Florida StatuteJ (1997), petition the Florida Public Service Commission to: (I) order 

Florida Power & Light Company (FPL) to bold aiJ revenues contributing to earnings above a 13% 

return on equity, calculated without regard to the current accelerated base rate cost-recovery plan 

approved in Order No. PSC-98-0027-FOF-EI, subject to refund with interest pending the outcome 

of hearings; (2) order FPL to file a full set of minimum tuing requirements (MFRs) based upon r 

historic 1998 test year; (3) adopt a procedural schedule to allow for the expeditious .processing of a 

full reveme requirernentl rate case; (4) conduct bearings pursuant to Section 120 569 and 120.57(1}, 

Florida Statutes (Su.p.p. 1998), including customer hearings in FPL's service area, to take evidence 

on matters affecting the reasonableness ofFPL's base rates and charges, including but not limited to, 

the allowed return on equity, rate base, capital structure, quality of service, and costs currently being 

recovered through environmental cost recovery factors (which pursuant to Section 366.8255(5). 

Florida Statutes (1997), may be included in base rates); and (5) issue a final order directing the return 

of rates held subject to refund, adopt:i.ng a lower return on equity, and setting lower retail base rates 

and charges; and as groundt therefor, state: 
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I. Notices, pleadings, correspondence and orders in this docket should be sent to· 

Jack Shreve 
Public Counsel 
John Roger Howe 
Deputy Public Counsel 
Office of Public Counsel 
c/o Tho! Florida Legislature 
11 1 West Madison Street 
Room 812 
Tallahwee, FL 32399-1400 

2. The Public Counsel I• authori:ed, pursuant to Scc:ion 350.0611, Florida Statutes 

(1997), to provide legal representation for the people of the state in proceeding1 before the 

Commission. Subsection 350.0611(1) authorizes the PubJjc Counsel "[t]o recommend to the 

Conuni;sioo, by petition. the commencement of any proceeding or action or to appear, in the name 

of the state or its cit:iz.ens. in any proceeding or action before the Commission and to urge therein any 

position he or she deems to be in the public interest.' Public CounseJ is filjng this petition on behalf 

of the retail a.astomera ofFPL wbo are aubstantially and adversely affected by CornmiJSion-approved 

rates and charges whid:l provide FPL with etcessive profils in terms of the company's allowed return 

on equjty (ROE) range and in terms of prevailing financial market condition.,. 

3. Jurisdiction to consider thiJ petition and to establish fair and reasonable retail rates and 

charges for electric utilities is vested in tbe Commission pursuant to Chapter 366, Florida Statutes 

(1997). FPL, a Florida corporation with headquarters at 9250 West Flagler Street, Miami, Florida 

33174, is a "public utility" aod an "dectric utility" as those terms are defined in Subsections 366.02( I) 

and (2), Florida Statutes (1997). Rates and charges aurently being collected by FPL were authorized 

by the Commission in various orders issued pursuant to its statutory authority. 
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4. The rato-setting process bas long been recognized as dynamic, imposing upon the 

Commission an obligation to investigate and establish new rates and charges whenev~ changed 

circumstances aUow previously established rates and chatgea to provide a utility company with 

excessive profits. Section 366.06, Florida Statutes (1997), requires the Commission in such 

circumstances to balance the interests of an electric utility and its customen by setting new base rates 

and charges for retail service so that customers' rates do not yield excessive compensation for the 

services rendered. 1 

5. Current conditions in the upital markets as well u ROE's being awarded in other 

junsdictions demonstrate that FPL's current ROE range Is excessive. FPL's last full revenue 

requirements rate case wu decided fourteen and one-half year• ago by Order No. 13537, issued July 

24, 1984, in Docket No. 83C\46S-El.1 FPL's currently allowed ROE range of 11% to 13% with a 

124'/o midpoint, wuestablisbed by<>rda-No. PSC-93 1024-FOF-El, issued July 13, 1993, in Docket 

No. 930612-EI. At that time, 30-year U.S. Treasury Bonds were yielding 6.62% On January 20, 

1999, the Wall Street Jownal reported the 30-year Treasury Bond yield to be 5.136%. or 148 4 t-asis 

1In Bluefield Waterworks & Improvement Co. y. Public Service Comm'n of West 
Yirainia. 262 U.S. 679, 693 (1923}, the United States Supreme Court observed that "[a) rate of 
return may be reasonable at one time and become too high or too low by changes affe<;ting 
opportunities for investment, the money market and business conditions generally." In 1.lo.iWl 
Telephone Ccmpany y. Mann, 403 So. 2d 962, 968 (Fla. 1981 ), the Florida Supreme Court said 
the Commiasion can adjust a utility's rates even though it is earning within its previously 
established rate of return range. In United Telephone Co. v. Mayo, 345 So. 2d 648, 653 (Fla. 
1977), the Court observed that a utility'• rate of return "cannot be set so low as to confiscate the 
property of the utility, nor can it be made so high as to provide greater than a reasonable rate of 
return. thereby prejudicing the consumer." 

2Reconsideration was granted by Orders Nos. 13948 and 13948-A. issued December 24, 
1984, and January 9, 1985, respec;tively. The 198S step increase was confirmed in Order No 
14005, issued January 16, 1985. 



points lower. Consideration ofa fair risk premium for FPL in today's financial environment as well 

as other relevant matters afFecting the reasonableness ofFPL's ROE should lead the <.ommission to 

set a new midpoint well below 12%. 

6. TraditionaDy, decttic utility rates have been set at levels adequate to provide revenues 

sufficient to cover prudently incurred expenses and provide a fair return to investors. Prudtnt 

exp.!OSeS were generally defined as those necessarily incurred, both in time and amount, to provide 

safe, adequate and efficient service to customers. The recent accelerated base rate cost-recovery plans 

approved by the Commission in Dockets Nos. 950379-EJ and 97041 0-EI, however, have altered tht 

traditional relationship between FPL's rates and its reported profits. These plans hav1: allowed FPL 

to continue reporting earnings within its authorized equity return range even though, in the absence 

of these plans, aurent rat~s would generate profits well above the maximum ofFPL' s current ROE 

range. FPL's current rates are all the more excessive when the earnings they generate are compared 

against those which would be considered reasonable in today's financial market. 

7. The foregoing observations mJ not meant as a criticism of the plans themselves. Lor.g-

term benefits for both PPL and its customers may have been achieved by lowering the investment base 

upon which future rates will be set. The time has now come, however, for the customers to share in 

the benefits they have purchased. 

8. In its order approving the current accelerated base rate cost-recovery plan, the 

Co~on stated that iu action would not preclude a base rate proceeding before the current plan 

expired.' Such a provision would be meaningless if the plan were to remain in effect throughout its 

~eighth ordering paragraph of Order No. PS~98-0027-FOF-EI, issued January 5, 
1998, in Docket No. 970410-EI, reads: "ORDERED that the Plan neither precludes an earnings 

(continued ... ) 
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two-year term even if a Bte case was filed. If tha1 had been th Commission • s intention, it would have 

proscribed rate cases (or at least rate changes) until the plan expired at the end of 1999. The 

appropriate ICtion at this time to protect FPL 's customers, in light of the allegations in this petition, 

is to recognize that the current plan bas been superseded by the docket initiated by this petition and 

follow procedures generally applicable when a company is overeaming and a proceeding has been 

initiated to consider lowering both tho ROE range and base rates. The CommiMion should, therefore. 

order FPL to stop its acauals under the plan and order FPL to hold all revenues contributing to 

earnings above the c::urrentiy allowed maxirnurtl ROE of 13%, calculated without regard to additional 

expenses which would have been recorded under the current plan, subject to potential refund with 

interest at the end of this proceeding pursuant to Section 366.071, Florida Statutes ( 1997) 

9. The Commission is requested to require FPL to 61e a full set ofMFRs based upon 

a historic 1998 test year. That year hujust ended, pennitting FPL to provide relevant data in a timely 

manner. Moreover, a 1998 test year, with appropriate adju;tments for known and measurable 

change~~, would be representative of future operations. 

10. The Commission is also requested to adopt a procedural schedule to guide further 

activity in this docket, allowing for customer hearings In FPL's service area, and including hearings 

to be held pursuant to Sections 120.569 and 120.57(1), Florida Statutes (Supp. 1998). Disputed 

( ... continued) 
review nor a review of the Plan during the context of a proceeding to reset base rates." This 
provision was incorporated in the order to make it clear thnt the plan was not intended to in any 
way limit ratemaking alternatives otherwise available to the Public Counsel. It was this provision 
which apparently allowed the Commiuion at.aff to file ita recommendation in Docket No. 98 1390-
EI to investigate FPL's return on equity and equity ratio. That docket resulted in FPL submitting 
a proposal to revise ill current plan and extend it through 2000. Four protests of the 
Commission•• propou:d agency adion order accepting the company's proposal, Order No. PSC-
98-1748-FOF-El, were fiJed on Jarnwy 12, 1999. FPL moved to dismiss on January I 5,1999. 

s 



. . . . 

issues of material fact are unknown at this time but can be expected to arise from virtually all aspects 

of rate case analysis. such as revenues and expenses on the income statement, rate base components, 

including fixed assets and working capital; capital structure components, balances, ratios. and cost 

rates; and rate st.Nctute. 

WHEREFORE, tho Citiz.ens of the State of Florida. through the Office of Public Counsel, 

petition the Florida Public Service Commission to irutiatc and conduct a full revenue requirements 

base rate procccdjng m tho manner and for the purposes outlined in the body of ttus petitton to 

establish fair, just and reasonable base rates and charges for Florida Power & Ught Company. 

Respectfully submitted, 

ack Shreve 
Public Counsel 
Florida Bar No. 073622 

John Roger Howe 
Deputy Public Counsel 
Florida Bar No. 0253911 

Office of Public Counsel 
c/o The Florida Legislature 
I I 1 West Madison Street 
Room 812 
Tallahassee, Florida 32399-1400 

(850) 488-9330 

Attorneys for the Citizens 
ofthe State of Florida 
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CERTD'ICA TE OF SERVICE 

1 HEREBY CERTIFY that a true and correct copy of the above PETITION BY THE 

CITIZENS OF THE STATE OF FLORIDA TO HAVE THE FLORIDA PUBLIC SERVICE 

COMMJSSION CONDUCT A FULL REVENUE REQUIREMENTS RATE CASE AND 

EST ABUSH REASONABLE BASE RATES AND CHARGES FOR FLORIDA POWER & UGHT 

COMPANY has been furnished by hand-delivery to the followins parties this 20th day of January, 

1999: 

Robert V. Elias, Esquire 
Legal Division 
Florida Public Service Division 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0850 

Mr. William G. Walker, m 
Vice President, Regulatory Affairs 
215 South Monroe Street 
Suite 810 
Tallahassee, FL 32301-1859 
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Matthew M. Childs, Esqujre 
Steel Hector & Davis, LLP 
215 South Monroe Street 
Suite 601 
Ta.llahassee, FL 3230 1-1804 
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