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STATE OF FLORIDA 

PUBLIC SERVICE COMMISSION 

In re: Petition of AmeriStcel Corporation ) 
for Limited Proceeding 10 Reduce Florida ) Docket No. 971608-EI 
f'ower & Light Company's Annual ) 
Revenues by $440 Million ) __________________________ ) 

RESPONSE TO FLORIDA POWER & LIGHT COMPANY'S 
MOTION IN OPPOSITION TO AMERJSTEEL 'S PETITION 

FOR A LIMITED PROCEEDING 

INTRODUCTION 

AmeriSteel Corporation (''AmcriSteel") hereby files its Response to Florida Power & 

.. ) 
I_. 

Light Company's ("FPL" or the "Company'') Motion in Opposition to AmeriSteel's Dccemher 

II. 1997, Petition for a Limited Proceeding ·ro J~educe FPL 's Annual Revenues ::•"1 For An 

Expedited llcaring. FPL's motion should be denied. AmeriSteel's petition plainly .Hates the 

relief sought and the discrete issues that warrant an immediate rate reduction f(,r all FPL 

customers. FPL 's Motion asks that the petition be denied outright, but the Company offers no 

basis for its request. The Company docs nor challenge the jurisdictional basis for the limited 

proceeding AmeriStecl requests or AmcriSteel's substantial interests. The Company simply 

objects generally without actually confronting the essential factual issues raised in AmeriStc:er s 

petition. This merely veri lies AmeriStecl's rct:jucst f(lr an expedited hearing schcdull· in this 

matter. In all other respects. FPL's Motion oflcrs irrelevant commentary and stutistical trivia lhal 

arc not germane to the matters raised hy AmcriStccl's petition. 
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I 3 2 4 4 DEC 2o ~ 



A. ..Placed in Context" FPL '1 Current Rates Should Be Reduced 

FPL maintains that its base rate~ are reasonable when "placed in context" of th~..· 

circumstances that have transpired since 1985. the year FI)L last received a base rate increase. 

None of the historic statistics FPL references at pages 3-4 of its motion. however. address !Ill· 

question posed in AmeriSted's petition. i.e., whether FPL 's current rate levels are excessive 

compared to its current cost of service. 

For example. FPL cites significant reductions in O&M expenses "despite its growth in 

plant" to illustrate the actions the Company has taken to control its costs since 1985 (Mutillll. p. 

3). During the course of proceedings in Docket No. 970410-El. the Company r~..·gul<trly made 

similar claims that it has taken sleps in recent years to improve productivity and streamline costs. 

AmeriStcel has never dispukd thcs~..· daims. but simply notes that these cost savings have not 

nl..'cn reflected in appropriate adjustments to FPL 's base rates. The reality of this situation is that 

FPL 's costs perk Wh of serving a growing customer base have been dec.lining steadily hut its 

base rate charges per kWh have remained unchanged. Most clements of FPL 's revenue 

requirements have changed since 1985. and the overall dl'ect of these changes are rctkcted in 

FPL 's earned return on equity. Thus. as described in AmeriStccl's petition. the relevant 

questions to assess in determining if current rate levels are excessive arc: 

I) What is a reasonable allowed return on equity for FPL under 
current markct conditions'? 

2) An: FPI. 's ~:arnings expected to exceed a current reasonable 
allowed n:turn on equity? 
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B. A Current Reasonable Return on Equity for FPL is 9.5% 

As FPL 's acknowledges in its motion. the Commission has superseded th~· allowed rt·turn 

on equity set for FPL in 1985 several times. including adjustments in limited proceedings and 

negotiated scttlcmcnts. 1 And. as noted in AmcriStecl's petition (Petition at p. 6) and rekrer•\.·cd 

in FPL's motion. the Commission last reduced FPL's return on equity in 1993.2 With a return on 

equity target that is nearly live years old and cum.:nt Commission Staff analyses showing a 

reasonable cost of equity for FPL more than 250 basis points below the currently authorit.cd miJ 

point of 12%. AmcriStccl's petition for a limited proceeding to establish an updated allmwd 

return on equity is both timely and necessary. 

FPL' s discussion of its historical alluwed and earned returns on equity studiously avoids 

addressing a current reasonable wst of equity ur the fads presented in AmeriSh:cl's petition. 

Attachment B to AmcriStccl's petition is an August 18. 1997. Stulf<)uartcrly l~cport on !-:quit~ 

( 'ost Rates that strongly supports AmcriStceJ's recommended allowed return oftJ.5%. FPI. 

makes absolutely no effort in its Motion to address the StafT Quarterly Report on Equity ( 'ost 

Rates. On December 17. ltJ97. Staffrdcased its most recent Quarterly Report (.H't' attadtcdJ. 

This report calculates. as AmeriStccl's petition predicted.' that FPL 's required cost nf equity has 

declined further under ca<.:h of the methods Staff considers. Both tht• Discountl'd Cash Fin'' 

(9.4%) and Ex Ante Risk l'n:mium (9.3%) methods. the two approaches most commonly 

employed by regulatory <.:ommissiuns. show an indicated cost uf equity li•r FPI . that is IIIWcJ: than 

1 Sec FPL Motion. p. 6. 

:Order No. PSC .QJ-1 024-FOF-LI: ·""'' FPI. Motion. p. 6. 

1 ,\'ee AmcriStecl P~:titiou. p. II. 
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the 9.5% AmeriSteel recommends. Thus, AmeriSteel's petition is timely. appropriate and well 

founded. 

FPL finds it .. otrensive .. that a customer has requested a reduction of its return nn e4uity. ~ 

As described in AmcriSteers Petition. however. the Florida Statutes expressly provide that 

customers may initiate such appropriate claims tor rate relief (AmeriSteell)ctition. pp. 4-5 ). 

There is no question as to the substantial interest of all FPL customers, including AmcriStcd. in 

these matters, and AmcriSteel"s Petition in no way disrupts the Commission's on-going 

monitoring of utilities. FPL 's Motion does not attempt to show that it's currently authorized 

return is reasonable today. AmeriStecl's petition identifies a serious disparity between FPL ·s 

allowed return and a current reasonable return that should be addressed in a limited proceeding. 

C. AmeriSteel's Petition Is Appropriate 

On several occasions during the course of Docket No. 970140-EI. and Docket Nn. 

950307-EU. Commissioners and Commission Staff have suggested that AmeriSted's l:on~crns 

regarding the cost of electricity provided by FPL should be addressed in a rate proceeding rather 

than in accounting-rclatc4 dockets o r other matters. The relief AmeriStcel seeks in the Petition 

for a Limited Proceeding goes directly to that point. The Petition precisely identifies the •~sue~ 

• FPL m isrepresents AmeriStecl's petition with respect to FPL ' s rapidly expanding equity ratio t'untr.ar~ to 1-1'1 ·, 
allegations. there is no error in AmcriStccl 's petition regarding FPI. ' s equity ratio. As b common an th~: ullht~ 
industry. equity raJios are reponed as a percentage of investor capital. As shown on Attachment (.'to ArncriStt:cl·' 
petition. FJ'I. ' s equity ratio as a percent or in\•cstor capital is extremely high and is markedly higher than that u l it' 
parent, 1-'Pl. Group, Inc . 

The weighted cost of equity capital used in monitoring FPL 's earnings is the product of Fl'l. ·:. cquu ~ ratw 
and its allowed retu.m on equity. FPI.'s cquiry ratio as 1 percent ofinvcstor capilal has in;:reased from 42.3'' ~ 111 

Ff>L ' s lus t nile case to 6 1..'\(lo/o today. l'hi~ vc:ry hi~h equity ratio in combination with FI'L 's cxce~~ivc and outdated 
allowed return on equity results in excessive nates for all FPI.'s ..:ustomcr~>. Fl'l.' s misleading attcmptt<l dl'lkl·t 
attention from its actual equity ratio should be divc:gardcd. The Commis~ion nc:cd:o. to anuly1.c thurou,.:hl~ thl· 

reasonableness of FPI. · s weighted cost of equity capital. 



to be addressed and the reasons why they should be addressed so that the Commission can 

conduct a focused and expedited proceeding. The Petition cannot he remotely construl'd as nHT

hroad, a ··tishing expedition:· or overly burdensome on Fl,l.. It seeks relief equally li1r all 

customers of FPL. Moreover. whik AmcriStecl has intervened in prior FPL-rclatcd d~•ckcts. it 

has not previously initiated a proceeding before this Commission regarding the rates and char~c~ 

ofFPL. 

Thus. neither the filing of a petition nor the substance of AmeriStccl' s petition arc an 

abuse of the Commission's procedures as FPL claims. As the Commission and its Staffknt•\\ 

well from long experience in such matters. utilities complain the loudest when petitions strilo..·: at 

or near the mark. FPI.·s kigncd indignation at the temerity of any l'Ustomcr to seck needed and 

overdue ratt: reductions that will benefit all customers docs not disguise the Company's lailun.- ro 

address the merits of AmcriStcers petition. 

FPL asserts that the timin~ uf AmeriStccrs petition constitutes an abuse of prm.:css 

because it was filed prior to the Commission ·s deliberations in Docket No. 97041 0-LJ. ( FPI 

Motion. p. 5 ). By the time AmcriStecr s petition was filed on December II. 1997. however. 

Staff's Recommendation in Docket No. 97041 0-EI was complete. The recomnwndation mcnH• 

for the December 16 agenda conli:rcncc makes no rdcrcncc to the filing of this petition ;md tl11.:rc 

is no indication that the tiling uf the petition had any bearing on the pending mailers. 
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D. The Commisllion Needs Tu Cun!ider The •:trc~ct Of The Expenses 

Addressed In Docket No. 9!m359-EI and 970410-EIIn J)rtermininK 
the: Level Of Requir~ FPL Rate Reductions 

The Preliminary Agency Action in Docket No. 97041 0-EI slated: 

This PIRn neither precludes an eaminKS review nor 11 

review of the phan during the context of 11 proceedin~ to 
reset base raates. 

Order No. PSC-97-04<>9-FOF-EI. issued April 29, 1997. p. 2. In addressing the intent ofthis 

provision at its Agenda Conference held on July 15. 1997. (concerning FPL 's Motion to Dismiss 

AmeriSteeJ'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. I 
mean, I guess what I'm saying is if at later time they want to say it 
was improper to extend this recovery. and. thcref(Jrc. you should 
not cunsidl·r it when selling your rates. is yuur response going In he 
you should han: challenged it then'? It's re.o; judkata. 

MR. CHILDS: Well. your order says thai your decision here is not 
resjudil·ata. and my argument to you~ it is not resjudic:ala on th~: 
issue. and my argument to you, however. is that a customer should 
not -or anyone- should not have the right to sort of position 
themselves today about an argument that they may make in the 
future.~ 

" " . " 
COMMISSIONI·:J{ ('LARK: Well. getting back to my ~ucstion. 
What if in a future t.:asc. 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. CHILDS: Yes. 

COMMISSIONER CLARK: Can they challenge it then? 

' Ag.~nda l'unfcr~nn· l'ram.nipt. Dod .. ct Nll. 970410.EI. July 15. 19~7. 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 nnt hinding in a rule proceeding. the plan is not hinding and 
a matter can be addressed. This does not affect rates. And. in 
addition. it says if you have a r..ate proceeding it can he hrought up. 
Yet they wme hack and argue that they want to do it now. 

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

MR. CHILDS: If I can lind it. 

COMMISSIONER CLARK: Well~ 

MR. CHILDS : I will tind it. 

COMMISSIONER CLARK: Ms. Salak •• 

MR. CIIILDS: Can I move on and--

COMMISSIONEJ~ CLARK: StatT may have it. 

MR CHII.DS: "This plan·-" l)age 3 -·"neither preeludes an 
earnings rc\'iew nor a review of the plan during the context of a 
proceeding to reset base rates." I mean-

COMMISSIONER ('LAnK: Okay.'' 

As Commissioner Clark correctly Jl(rccived in July. FPL now argues, notwithstanding Mr. 

Childs' statement. that rex judicata hars further Curnmission consideration of the expenses 

covered in Docket No. 97041 0-El in a rate context where that level of expense has a bearing on 

the level of FPI. o\'Crcarnings and rate reductions that may he required. As the discussion no!cd 

above shows. FPL · s expected ahout-face on this point must be rejected. 

'' ld pp. 20-2 I. 
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• 
Moreover. if there were any remaining uncertainty on this matter, the Public Counsel 

informed the Commission at its agenda conference held on December 16. 1997. prior to its 

delibemtion on the matters in Docket No. 97041 0-EI. that his office had relied upon the above 

quoted sentence in the PAl\. Mr. Shreve explained that his office had decided not to intervene in 

that docket based on the belief that the referenced sentence assured him of an opportunity to 

chaJicnge the expenses covered by that plan io aoy subsequent rate relar:~d proceedings. At the 

Agenda Confcrenc.e. Commissioner Clark agreed with the Public Counsel and observed that ··a 

serious due process problem" would arise if the sentence were not included in the Commission's 

final order in that docket. On its own motion, the Commission directed the sentence be 

incorporated in its final order. 

In short. the Commission intended and expressly stated from the very beginning of 

Docket No. 97041 0-EI that the expense recovery contemplated in that docket could be re

examined in subsequent earnings and rate proceedings. The point was discussed at length in that 

docket. FPL agreed that res judicata would not be applied to preelude a reassessment or 

those expense levels in su~h subsequent rate or eamings p~eedings. and the Commission 

emphatically reinforced that point at its December 16 Agenda Conference. AmeriStcel's Petition 

properly preserves that issue tor consideration in the instant d<><:ket. FPt 's predicted reversal of 

its previously stated position on this matter must be rejected. 

CONCLUSION 

For the reasons stated herein AmcriSteel urges the Commission to deny FPL ·s Motion in 

Opposition and requests that an expedited hearing S(:hedule be established in this matter. The 

Commission should determine that AmeriSteeJ' s petition is timely and proper. that a reasonable 
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allowed return on Cljuity h>r I:PL should not exceed 9.5% and that Fl'l.'s rates should~ n:dlll:cJ 

as requested in AmcriStecl"s December 11. 1997 petition. 

Dccemhcr 24. 1997 

Respectfully suhmitted. 

ames W. Brew 
BRICKFIELD. BURCUETfl: & RITrs. P.C. 
1025 Thomas Jefferson Street, N.W .. Suite 800-\Vcst 
Washington. DC 20007 
(202) 342-0800 

Richard Salem 
Florida Bar No. 152524 
Marian B. Rush 
Florida Bar No. 373583 
SALEM, SAXON & NIELSEN. P.A. 
One Barnett Plaza. 101 E. Kennedy Blvd .. 
Suite 3200. 1'.0. Box 3399 
Tampa. Florida 33602 
( 813) 224-9000 

Michael Twomey 
8903 Crawfordville Road 
Tallahassee. Florida 32310 
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('1-:RTIFICATEOF SERVICE 

JIIEREBY CEWrJFY that a true und correct copy of 1\meriStccl's I~CS(klllSl' In Ho11da 
J•mwc & Light Company's Mntionln OJlJMl~itinn lu AmcriStccl's l'ctitiun htr A Linuted 
1•rocceding has been fumishcd '·ia l r.s. mail. [klStage prepaid. this :!4th day of Dccemhcr I'N7. 
to the following: 

Matthew M. Childs, Esq 
Charles A. <iuyton. Esq. 

Steel I lector & Davis. LLP 
Suite 60 I. 215 South Monroe Street 

Tallahassee, Fl 3230 I 

l{ohcrt V. Elius. Es'l· 
Division of Legal Services 

Florida Puhlic Service Commission 
2540 Shumard Oak Blvd. #370 

TallahasSt..'C, FL 32W9 

Juhn Roger Howe. Esq. 
Ollicc of Public Counsel 
111 West Madison Street 

Room 812 
Tallahassee, FL 3:!399 
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