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Enclosed please fLild for filina wilb lhe Public Service Commission lbe original and fiflccn cop1es of 
the followina documentS: 

I. 
2. 

.\meriStcel Corporalion'a M01ion for Continut~.nce; ('¥'<'.7 ~· -./ -'-' 

~~·~W·2J 

Motion for Leave to File an Amended and Supplemental Petition and Protest 10 

Proposed Aacncy Action of AmeriSteel Corporation; -t.>.l"•' :;1 "~ o/'' 

A mended and Supplemental Petition and Protest to Proposed AJ:ency Ac1ion of 
A meriStcel Corporation; t' b-:.- _:{'I - •j'/ . . ,., 

Ai f' --- 4. AmcriSteel Corporation's Request for Oral Argument; and · ' • • 

("' 5. Direct Tctt.imony of Mark A. Cicchelli on behalf o f AmerlStccl Cocporauon. -< )C ~r, , ....,- • 
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Thank you for your asalstancc in filina lbe above . Should you have any qucstiom. plca.sc •to not 
d---Ms!Latc to contact lhe undcrslancd. 

j __';!_c ry truly yours, 

_5-SALEM, SAXON&. NIELSEN. P.A. 

Wf,"J - --"M"'.arian B. Rush 
MBR/cb3 
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SERVICE LIST 
(PSC DOCKET NO. 970410-EI) 

Robert Elias. Esq. 
Florida Public Senice Commission 

Gerald L. Gunter Building 
2.540 Shumard Oak Blvd. 

Room 301 
Taflohoswe, FL 32399~SO 

Telephone: 904-413-6212 
Facsimile: 904-413-6250 

Matthew M. Childs. Esq. 
Steel, Heeter & Davis 

215 Soulh Monroe 
Suite 601 

Tallahassee, FL 32301· 1804 
Telephone:: 904-222-2300 
Facslmile· 904-222-7510 

William J!CJUter 
Florido Power & Light Company 

215 S. Monroe 
Suite 810 

Talloha•see, FL 3230 1·1859 
Tel.cpbonc:: 

Facsimile: 904-224-7197 

Jack Shreve, Esq. 
Roger Howe, Esq. 

Office of Public Counsel 
Il l West Madison Street 

Room 812 
Tallahauce, FL 32399 

TeJ.epbooe: 904-488-9330 
Facsimile: 904-488-4491 
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DIR!CT TESTIMOifY OF MAlU A. C ICCI!E'M'I 

0 

Ky n~• ie Mark Anthony Cicchetti a ne my 

busineSI aedreee ie 2947 N. U=ber l ane Drive, 

Talleha••••, Florida 32308 . 

By w!hon~ are you employed and in what. 

capacity? 

A I aft Pra•ident of Cicchetti ' Company, a 

financial r••earch and conaulting f irm. I am alao 

employed by the Oivi•ioo of Bond Finance, Florida 

St.at.e Board of Aeminiatration, where I ~ the 

Honoqer ot tbe ~bitrage Compliance Section . 

0 Pleaae oat line your eeucati.onel 

quelificatiooa and ezperieoce . 

I r•ceived a Bachelor ot Scie nce de;ree 

in Bulin••• A~inistration in 1980 and a ~aat.er o~ 

8uain111 ACmloiltrat.ioo degree in Finance in \5Sl, 

both troa Florida St.ete Ooiveraity. 

upon graduation 1 ecceilted e planning 

analyat petition wit.b Flag1bip Benlt1, Inc. , a benlt 

holding compeny. As a planning onely&t. my duties 

included aerger eod acquilition anelyois, lease-bur 

a naly1is, branch feasibility •~alys ia, and ap~ciel 

projectt. 

Io 1'83, I accepted a regulatory analyst. 

poalt.ion vitb the Florlda Public Serv ice 

1 
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DIR!CT TESTIKOKY Or ~~ A. CICCHETTI 

Coauaiuion. AI 8 regul8tory analyst, I provided 

in-depth enelyeis of the coat of equi t y e nd 

r .quir ed overall rate of return in numeroua ~jor 

and minor r ate caees . I reviewed e nd e ne ly2ed the 

current end f oreca&ted economic conditione 

aurroundinq thoae rete caaee end applied f inancial 

integrity teata to detecsine the inpacte of veriouG 

resulatory treet=enta. 

integrated 1preedaheet 

I a l1o co-developed 11n 

.adel which lin~a e ll 

elementa o! a rete case end ca lcul .etea revenu.e 

requirement•. I re~eived o me:: ito:-' ous eervice 

award froa the Florida Pll.blic Service Ccc;n~eoion 

for rzy c:lntributions to the c!evelo9ment o! that 

model. 

In februa ry 1987 I vas promoted t o Chi e f 

of the Bureau of finance. In that capacity I 

provided upert teetinony on the coiSt ot common 

equity, r ilk end returu, corporate atruct ure, 

capital 1tructure , end industry structure. I 

provided technical guidance to the Ot!ice ot 

Cenerel Counsel regardinq the development of 

financial rule• and regula~lona In addition, I 

aut bored the Co:.aiaeion·a rules rege:-din~ 

diveniticetion end affilietec transection•. 

chaired t!le Collllli.n ion• 5 Co1111ittee on Leve raqed 
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DIR!C't' TESTIHONY OF }'I.ARY. A. CICCHETTI 

Buyouts, supervised tbe finance bureau's regulatory 

analysta, eo-developed and preaented e aeminer on 

public utility regulation to help educate the 

Florida Public Sa:vice Co1111ieaion attorney•, 4 nd 

p~ovided technical expert1•• to tho Co~isaion ir. 

all areal of public utility finance for all 
• 

industries. 

In Februa~ 1990 I aceeptec the poeition 

of Chief o! Arbitrage Compliance in the Divioion of 

Bond Finance, Department of Ceneral Services. The 

Division of Bond Finance i• now under the florida 

State Board of AC!Il.lni&tration, ane my title is 

Manager, Arbi~age Co~lience. As ~a~ager ot the 

Arbitrese Compliance Section, l am reaponaible ! o: 

aa1urin9 tbat over S14 billion of State of Flor:ee 

tax-exeftpt eecuritieG r~in in compliance witt the 

federal arbitrage requirement& enacted by the Tax 

Reform Act of 1986. I provide inveotment advice to 

truat fund ~negera on bov to maximi~e yi e le• while 

re~aining in co~liance with the federal arbitrage 

ragulationt . I designed er,d im?!e~ented the firs~ 

1 tatevide e:bitragc coapliLnce ayste~ wl-.ich 

includet data gathering, tinanciel re;:ortln<;. ane 

co•putation and anelyais aubsya~e:u . 

In July 1990 I founded Cicchecti r. 

3 
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DIRECT TESTIMONY OF MAP~ A. CICCHETTI 

Through Cicchetti ' Co111pany l provide 

research 4lld conaulting e.:rvices, 

including the provision of expert testimony, in the 

ere as of pubLic utility finance enc econo111i c&. 

Topic• I have tutified on incluce coat 

of equity , capital litructure, corporate structure, 

regulatory theory, crose-eubeidization, indu&try 

,tr~cture, the overell coat of capite!, incentive 

regulation, the est ablhh»eot of ·the leverage 

!or!Dule tor tbe water and veatewet.er incu&try, 

reconcilins rete base end capitel s:ructure, risk 

end retur n, anC: the appr-opr iete regulatory 

treetiDent of construction 'WOr'k in proqrese, usee 

enc use!ul pr-operty, constrnctJ.on cost recovery 

charges, and the tax qrou-op associated v ith 

contributione-in-eid- of - cooatr-uction . 

In 1985, I wes certified by the Floridll 

Put:.lic Setvice Co~~~Nis6lon aa a Class B Practitioner 

in the erees of finance end accountinq. 

Ir. June, 1985, I publhhed e n a rticl e in 

Pu/:oli.c: Utllicies Fortnightly titled ·Reconciling 

IUite Base end Cepital Structure : The Balence Sheet 

Methoc . · In Sept~er, 19&6, I ~as ~warded t birc 

place in t~e annual , national, Competitive Papers 

Session &poosored by Public: Utilit i es Re;::orts, 
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Inc., in conjuaction with tbe University ot Geor~ie 

anc Georgia State University, for my paper ~ itlec 

· The Quarterly Ohcouoted Ceab F lov Model, the 

RatoMaking Rate of Return, and the Determinetion of 

Requ irement3 for Re9'J lated Public 

Utilities .· An updat&d version ot th3t ppper was 

publi3bed in tbe June, 1989 edition of the Nat ional 

Reauletory Research Institute Quarterly Bulletin. 

I bave aince served twice a& e referee for the 

Compe~itive P~per; Sessions. On June 15, 1993, r 

published on a rticle on incentive regulotion in 

Public Utilities Fortnightly titled "Ir~eguler 

Incent:ives.· 

I &m e pest Presiceat and pest me~e~ of 

th~ Boarc ot Director• of tbe ~etlonal Society of 

Rete of Return Analysts (~SRRA). I w~s ewarded the 

deGigna:ion Ce~lti~ Rete ot Return A~elyGt by the 

NSRRA in 1992. I CllD listed in Who • s Who in the 

uorld and who's Who in America. 

1 bave made public utility and f inance 

re ~ated presentation• to various grou;:s such as the 

Southeastern Public Utllitle~ Con!erence, the 

t~at iooel society of Rete ot Retur n Ane 1 ysts, the 

Netion.el Association of State 1're1uurers, and t~e 

Gove~llllle:lt Fi.conce O~ticera Uaociation . 

5 
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O!R!:CT TESTIMONY Ol' 'l'.}JU( A. CICCHETTI 

0 Have you previously testif i ed before th~s 

CoJNIIi&aion? 

Y••· 1 have. 

0 f or whom are you test ifying in this 

proceeding? 

A l e.m testHying on behalf o! Ane'riote"l 

Corporation. 

0 What i& the purpoae o! your teot~ony 7 

Th" purpose o! my testimony ia t~ofolc. 

rhe fir&t pert of my t est imony vil l edaress 

Florida Po~er afiC Light'l (F?L ) overecr ni ngs on a 

pro tor.ne beais eb, ent the ac!dir.iocal ex;>enses 

The 

second part ot my testimony will ece~esa the 

adverse impact& on rete?'yera if l'PL i a al lowed t o 

inappropriately accelerate the recovery of ce rta in 

expenae it~• listed in ~der No. PSC-97 - 0 499 -FOF-

EI. 

Q Pleo•e aummari:e you r conclusions . 

first , ebaent the oddit:ionel expense s 

allowed in Order No. PSC- 97-0499- f Of - El. th e 

availAble evide nce indi cates fPL wi ll sub&tanticlly 

overearn in 1998 and 1999. 

Second, allowing l"?!.. to accelerate 

expe!IIU that are appropriate ly attrlbutllble to 

6 
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DIRECT T!:STlt!ON'Y 01' l".AR.J< A. C!CCI!ETTI 

future periode , aa allowec! ia Orc!er No. PSC-97-

04!19-rO:-!:I, ac!veraely a! tecta 

(AI!Ie:istcel, in particular , bec:auee A..-:~erlet.ee1 ia 

one of the larqeet., if not. the larqest, customer o! 

Fl'Ll by eenying C\lrTeat retepeye:a a retund or 

whatever equivalent rate relia! the CQ~iseion 

det.e~inet to be appropriate. 

Q Would FPL bave overeArned in 1996 abeenl 

the ac!dit.lonal expenaes allowed in Order No . PSC -

96-0461-l"OF-£!7 

Yes . As shollll on fPL'e !:e:ninc;o 

su~eillance Report tor t.be per1oc! ending Oece~c= 

31. 1996, FPL ear:~ed a n'SC ec!juetec r-etu:-n on 

coi!IIIIDn equity o! 12 . 09\ aft.e: "':1tinc;-o!! Sl8 8 

n!l lion of aedit.iocal e~nee1 e llovec! in Orccr No 

PSC-96-0461-FOf-£1. A.5 ot Oece=ber 1996 , 100 beei & 

po 1 nts (1 pe:centege poiat) oa cor:rnon eq~:~ty wa r. 

cqu1vele:lt to epproxl..IDately $6S mill:on . 

Conlequently. absent the ac!dit1onal expen&ea, anc 

a!.lowin~ f?L to eara at the top ol Lta renc;e, f'i'L 

wo~lc! have overea:ned by aoproxlmetely Sl25 rnlllion 

tSlBB 111illion minu& the $63 111llion r.ec:uaary t.o 

g~t. to thr top ot the a lloved ra:~~e. 13 \ ) . 

Baaed oa the available evidenc e, w: ll f'PL 

o•,e:-earn. on e pro tonu baa i e, obeant thv 

7 
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OIRLCT TESTI~O~~ or ~~~ ~ . CICCY.~TT[ 

addi l:ioaol expense& alloved in Order No. PSC-97-

0-499-l"OF-ii? 

A Yes . As shown oa Attec~ent l, which woo 

tol(cn troll Schedule 1: Pegc: l o f ot fPL ' r. 

Earning• Sup re i l l once Repor t for t he period endins 

April 30, 1997, FPL toraed e FPSC adjusted retu:n 

on co!MlOD equil:y of 12.34\ vhile con tl~uing to 

wr i te-off additional expenaes a lloved in Order No. 

PSC-96-0461-FOf-El . Furthe~or~, FPL has reported 

sub&tantial increases in ectuol reve nues a nd 

eo=nings for ehe &ix-moot h p e riod e r.dins June 30, 

1997. FPL Group, v hic!l receives v i :.-tuolly ell it.s 

ea:ninc;e and revenues fro111 fPL, re;:octed e n 

increese in o~era~iog revenue' of $ 200 million anci 

en inc:reue i.n net incoa~e of $ 21 roi 1 bon for the 

six mootha endins June 3C., 1997 v e::-su& the same 

period a year- ego. TPL ettributeci th e i:n?rovea 

finaaciol results to bighe: soleo t ::-om custome~ 

growth oad wanuer veathcr. On July 8, 1997, fPL 

set 11 new au!l1ltler pc:oll load or I 6, 32 ~ mega·•ott5 

Given tbot fPL ia one o! \he lcrgest end fcs::.est 

growing e lectric utilitiu in the netion and is 

e11rniog above the Jllidpoiot of itG allowed return 

vbile writing-off hundrede of ~illicns ot doll e=s 

ot c:xpen1ea above thole included in its rates, i ::. 
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DIRECT TESTl~OHY Of ~~ A. CICCH~TTI 

is highly likely that T?L will be in a elqnificant 

over earnings eituetioo absen~ the eC::ditionel 

expenses allowed unce: the Plan for Recordln~ 

Certain Expeodes tor 1998 end 1999. 

It i~ important to note thet thi& 

analy,is does not incorporete a reduction ;to FPL ' s 

allowed return on equity or the equity retio u6ec 

to ~onitor eernings, both of which, in my opinicn, 

should be reduced because they ere exceasive enC:: 

are eddlnq tubstantielly and unnecea&arily to the 

re~enuc requireme~t beinq borne by rete?eye:a (Sec 

,tatf'• Qua~erly Report on £quity Cos~ Rates). 

0 ln your opinion, coea Creer No. PSC-9i -

0499-FOf-EI allow FPL to ineppropriately ~rite-o!: 

expenses currently that are properly e ttriboteble 

to future periods? 

Yea. the generally ecce?ted concepL of 

in tergeneretional equity holds that <"ach 

generation of custo~ers should pay the costs 

related to the service from wh1c~ they are 

benefitting. In Order No . PSC-96-0~61 - ~0F- El enc 

Order No. PSC-97-0499-FOf'-EI, the CoiUI!Iiss!.on has 

approved $28) million ot unAmortized lose on 

reecquired debt and S59 ~illion of book-tax ti~in~ 

ditfereoces (generally referred to ee re91Jlet.ory 
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DIRECT TESTIHO~Y OF ~JUL~ A. CICCEZTTI 

assets ) to be written- off egains~ earnings ~e~ivcc 

from current ratepayerl and ~a~e?eyer a ~n 1998 end 

1999 . Unde: the concept of inte r~~ n e•ational 

equity it i l inappropr iate to force curre~t 

ratepayer• to b eer the costs o! r eacquire<! debt eo 

that fut ure ratepayers can en joy a cost ,o ! debt 

belov the ·net• cost o! debt. for ex!llllp l e, F~L p ays 

!or plant end e~ip111ent today but does not write 

th~ t ota l cost of! a~alnst current earnincs excess ., . , 

or otherwise. For ratemekiog purposes the co&t c f 

the pleot aad equl.p111eat is syste:uetically spread 

ove~ the period the plant is pr~vidl.n<; s e~vice . 

Li~ewise, the uo~ortized lo&e oa reac~uired debt 

&hould be &;>reed over the life of the rema.!.nins 

deb t o r amortized over the re~Deiaing life o! t he 

oric;inel debt . The &a!nc concept e?piles to the 

!:look-ta.x ti.IIUng differe nces thet -.ere t lo~o~e ::! 

through in prior yean en<! r e :zuun to be t urn e d 

around in future years. It 'hould be no t ,.d, as 

~;hown on J>.ttacluuent 2 which .,as taken from fPL' s 

-.ebeite o~ August l, 1997 end clso atetec in fPL'& 

moa t r ecent 10- k filed wi-:h the Se c urit i e s cnc 

Exchense Commission, thet t he emortizct~on o! the 

regulatory 'lt8ets bas bec;un because the cp?rovec 

ll.fllounts for nuclear ll.lld t osail qenerati n<; aaeet:l 

10 
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1.1 I RECT T!:STlHONY Of' ... J..!UC J. . C I CCHE'M' l 

hove boac col!lpl e tely &IIOrti:z.C . 

Al lowing FPL t o ecc el e~ate e xpanaes thet 

are cppropril:tely attributable to f uture pe:-1oco 

re&ul t& in unreeaoneble re t ea , exceBiilVc 

co~peneetion, e~d interqenerat iona l inequity . 

0 I& it true that AJ!uer i t teel will not be 

ha:-med it t he Co11111iuioo FPL to 

i n4ppropriately accelerate the recovery ot 

regu latory este tl because ~erla tee l ca r. !ilo t or 

re t e relief ln the fu ture? 

A No. Even putting esice the issue o! 

FPL'I noad t o cccoleratc t.be recovery o! req~lato=y 

etaets cue t o pos&iblc future retail competition i~ 

f'l orlce, Amer itteel is h~naee by th e Commission'£ 

decislor. in this docket. 

hove an interest i:l ensurinq that the llr.>-r.q e ~C 

attount of rP!...'6 cost recove ry i& ju6t anc 

ree10onoble, porticulerly vben tbe emo~:nt e 1:-. 

question ere in the hundreC& o! lftl.lll ..> rll c' 

dcllars. Incividuel instences ot ineppropr1etc 

c~&t recove:y must be addre 5oeJ t o de:e~~:ne 

cc-rrectl:t the cu:uuletive iJapecL . Secor.c!, it the 

inappropriate accelerated co5: recovery is d e nied, 

FP~'t over eo roiog t itootioo will require a c: lon by 

tho Commlt aioo. I t is net !air or lo~ical t o d e ny 

11 



~· 

.· 

... .... . . 

..•. 

l 

J 

... 

6 

7 

8 

9 

10 

1 \ 

l 2 

1 3 

1 4 

l; 

16 

1 7 

18 

19 

20 

2! 

- · 

DIRECT TtSTIHOHY OF ~~ A. CICCHETTI 

a r•tepayer tbe opportunity to challenge t he 

appropriate~••• of a materiel expense in the docket 

vhere it is ~llowed with the juat~ticct ion thct the 

ratepayer can beer the burden of p~oving th e 

expen&e inappropriate in a ouba equent docket. 

0 Plce&e Gummarize your teo• lmony .. 

A Absent the addi t ional expeose a al lowed in 

Order ~o. PSC-97-0499-FOP-EJ, the available 

ev:dence indicates FPL wi ll substantially overea r n 

i n 1998 end 1999. 

Allowing FPL to accelerate eX?cnses that 

ar~ appropdat e l y et tributeble to tuture pe rioc!s , 

4 , allowed in Order lfo. PSC-97-0499-FOF-EI, 

ed·;enely a!tecl;s ratepayers by denying r etcpaye r-s 

e refund or vhateve:- equivalen t r e te r-elief the 

Commission d etermines t o oc approp:-iote . 

finally, it is not h1r or logical to deny e 

ra:epeyer the opportunit y to chelle:1g e the 

e p?roprieteness o f e _.terial expense in the d ocKe t 

~here lt is allowed wi th the juatif i catLo n t het the 

rat epayu c en bear the burden of p rev i n<; t h e 

ex?en&e ineppropr i ete i n a oubeeque:1t docke~ . 

0 

A 

Ooea this concluce your teat t~cny 7 

Yos, it does. 

12 
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Aruchmcnt 1 
Pa,c I or 1 

Florida Power aad IJP! Compaay 
a o d S u b•idlarie 

Euaings Sorvcilbnu Ripon Summary 
April JO,lm 

Averau JUce or Rttom ljuriJdictlonaD 

Net Operating Income s D.& 653.657 

A vuage Rate BIS<: s ?.n!.J61.,3l3 

Average Rate or R rturn 

F inancial Intmjl'\ !gdjcaton 

TIE with AYl iO(' .4.91 ('1Jk!D ~book.:!) 

TIE without AFUK .4.93 (~slc.m per boo lu) 

AFUDC to Nrt l n•.,tnc ..0.54 (splrm per book.:!) 

lntc rn:~lly Ccncrat~l Funds 69.9l% (system per boo lu) 

LTD In ToiJIIJn, u t•>r Funds 35.3!% (Jl'SC Adjusted BaJh) 

~TD ro ToiJII l n"<.• rur Funds 0.07% (Jl'SC Adjusted Basil) 

Return on Commt·n [quiry 11.34"/e (Fl'SC Adjwrfll Ba.s•s) 

·. 

SOURCE: Fl'l. Eamiap Surni!Unu Raport ''" lk ,.uiod [adln, April 30, 1997 



Florida Power and Litbt c,_,.., 
Web J'agc !or /.oal)'Jb and lllvaton 

Attachment 2 
Pace I of I 

Accclcratlnc AlHt R«ovcry 

To reduce npo~urc to pot.CIIIUI stnadtd C111U, lo lm FPL bttan accclu:attd 
dcpl'"fciadon of 'rnrratinc '"rts aAd amortlutloa or rqubtory ~Web. 

Accrlcrsttd dcprrdatioo: la 19!15aad U!16,- o( FPL'• accrlrrattd 
depredation wu appUcd to nuclear ud fo.ullatncrsti.oa uoiu. In 1997, 
JIIH·rdattd dcprtclaUon wW be applied to cntain rraubtory IJStl.S (S59 
mllli~o of book-lis tim inc diiTrrcnces and Sll3 million of unamonucd drbt 
rrwt•)uuition costs.) 

Odcrnd Plant Cosu: TbiJ .uut coasitb b.rzd1 of tho drfrrnd cost of 
rept..cinJ the T urilcy Poillt ooclc:u' 1l.llit's Jlall&encraton in the c1rly 
1~3~. Orl:lnally Slll millJon, tbc balucc •,ar-<~~d 19% wu S46 mDUoo. 
whirh FPL wiD folly amortiu by no later tbllffl. 

a pcrmaocut S30 mar- per yur, ncorded u 
dcpnriation oo oaclnr laliu; and 

amou.au rrtordcd thi'OIIJII1997 under a fo rmula that 
prod aces bl1brr drpredarioo &J ules locru.Jt.. 

F'Pl. will fully a mortiu ecru in d.efcYtJ pltvol ana by no later tban 1999. 

Accclcnted dcprrriallon: 
pcnnanrnr 
salu-rclatttl 

Dtfcrrcd plant cn,r> 
TOTAL 

SOURCE: FPL \\ clmtc, Au~:ustl. 1997 

(S millioru) 
96 95 

SJO 
130 

ll 
:sua 
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