


BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In Re: Petition of AmeriSteel Corporation Docket No. 971608-El

For Limited Proceeding to Reduce Florida
Power and [sic] Light Company’s Annual
Revenues by $440 Million

Filed: December 15, 1997

FLORIDA POWER & LIGHT COMPANY'’S
MOTION IN OPPOSITION TO AMERISTEEL’S PETITION

Florida Power & Light Company (“FPL”), pursuant to Florida Administrative Code Rule
25-22.037(2)(a), files this motion in opposition to the December 11, 1997 Petition of AmenStceel
Corporation for a Limited Procecding to Reduce Florida Power and [sic] Light Company’s
Annual Revenues and for an Expedited Hearing Schedule. As grounds for its motion, FPL.
states:

Summary of AmeriSteel’s Petition

In its petition AmeriSteel seeks a limited proceeding in which the Commission would
order an annual base revenue reduction for Florida Power & Light Company of $440 million
doliars, a reduction larger than any single rate increase in the history of FPL. The proposed
revenue reduction is premised solely upon two factors, without regard to the myriad other factors
considered in FPL’s currently established base rates. First, AmeriSteel argues that the current
authorized return on equity (“ROE") range for FPL of 11.0 to 13.0% is too high, and that the
midpoint of a new range should be 9.5%, more than 200 basis points below the ROE authorized

for any major investor owned electric utility in the State of Flonda. AmeriSteel quantities an
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actually reducing its base rates. In 1990 FPL, pursuant to Commission oversight, lowered its
base rates. Order No. 22334,

While FPL's base rates are actually lower in 1997 than in 1985, on an inflation adjusted
basis, FPL's total rates in 1997 are 50% lower than the rates it charged in 1985 That means that
the real cost of electricity to FPL's customers, including AmenSteel, has declined in the last 12
years by 50%.

During those twelve years FPL has consciously and successfully reduced O&M costs
paid for by its customers in its base rates. Despite its significant growth in plant, FPL has
reduced its O&M expenses by more than 20%. FPL has reduced O&M expenses since |988 by
more than $450 million below the level associated with the Commission’s O&M benchmark

This intentional effort to control O&M costs has benefitted FPL customers by relieving
the upward pressure on FPL’s rates. This benefit to FPL's customers has been at the expense of
the Company’s shareholders. In 1990 the Company was reorganized to reduce costs. Costs
assoctated with that effort were $90 million. Those costs were written off against the Company’s
earnings in 1991, driving FPL’s earned return below the bottom of its authorized return on equity
to 10 71 %. Did AmeriSteel protest? Of course not, they benefitted at the expense of FPL.'s
shareholders. Again, in 1993 FPL further reduced staff and reorganized. This time the cost was
$138 million dollars which was written off against shareholder earnings. That again drove the
Company’s earned return on equity below the bottom of its authorized range dov..1 to 9 75%
Once again, AmenSteel was nowhere to be seen or heard.

The fact i1s that in five of the twelve years since its last authorized rate increase, FPL has
carned below the bottom of the range of its authorized return on equity - 1987, 1988, 1989, 199|
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and 1993 - and in no year has it earned in excess of its authorized return range  In addition, n
1994 FPL also reduced its dividend to shareholders by more than 30%

These facts are disregarded by AmenSteel, which, instead, glibly states in its petition
that, “FPL has never hesitated to seek an increase in rates when it considered returns to be
insufficient relative to the current market.” AmenriSteel petition at p 5  Since its last base rate
increase twelve years ago, nothing could be further from the truth. FPL has hesitated to seck
increases in rates, even though in 40% of the years since its last rate case FPL. has earned below
the bottom of its authorized return on equity. In those twelve years FPL has never earned in
excess of its authorized return. In those twelve years FPL’s shareholders have borne the cost of
$228 million in restructuring costs designed to benefit customers. During that same period of
twelve years, FPL’s customers have experienced a rate reduction, and their real cost of electnicity
has declined 50% By any objective measure (as opposed to AmeriSteel’s desire to pocket
money which is better spent restoning deficiencies and continuing to reduce the cost of service
for customers in years to come), FPL's base rates are reasonable.

Indeed, one of the most objective measures of the reasonableness of FPL’s rates is
whether they are currently yielding a return on equity within the Company s authorized return on
equity range. They are. FPL’s current authonzed return on equity rangeis 11.0 - 13 0% For the
most recent period available, the twelve month penod ending September 30, 1997, FPL.'s
monthly survetllance report (a report on which AmeriSteel relies in its petition) shows that FPL's
earned return on equity is 12.54%. FPL is currently earning within its authorized return on
cquity range. This fact is studiously omitted in AmeriSteel’s petition, for it demonstrates that

FPL’s current rates are just and reasonable.



















In fact, they are in a unique position as regards collaterally attacking the propicety of such
expenses, as they were the only party of record other than FPL, and they are the only party which
has litigated the propriety of the expenses,

AmeniSteel’s attempt to have the Commission disregard regulatory expenses which the
Commission has approved in a docket in which AmeriSteel chose to withdraw and AmeriSteel’s
attempt to have the Commission disregard expenses the Commission may authorize in a
proceeding where AmeriSteel challenged the propriety of expenses are barred by the doctrines of
administrative finality and res judicata. The argument they advance is precluded to AmeriSteel,
and it is not an appropriate basis for their requested relief of a revenue reduction

Conclusion

AmeriSteel’s petition is mentless. It is an affront to the Commission which kas diligently
monitored FPL’s actual and authorized return on equity and reviewed and approved regulatory
expenses in Docket No 950359-El while AmeriStee] sat on the sidelines and enjoyed rutes that
in real terms have declined by 50% since FPL’s last authonzed base rate increase This ts yet
another opportunistic attempt by AmeriSteel to secure money which is more properly spent to
restore reserve deficiencies, underpayments by FPL’s customers, and to continue to reduce the
cost of service to customers in years to come. AmeriSteel’s petition should he summaniy

denied.

| Devel ¢ Utilities v_Florida Public Service Commission. 385 So 2d 1056, 1051

(Fla. Ist DCA 1980)
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Respectfully submitted,

Matthew M. Childs/A# A.
Charles A. Guyton

Steel Hector & Davis LLP
Suite 601, 215 South Monroe St
Tallahassee, Florida 32301

DATED this 15th day of December, 1997




CERTIFICATE OF SERVICE
DOCKET NO. 971608-E1

1 HEREBY CERTIFY that a true and correct copy of Flonda Power & Light Company's
Motion in Opposition to AmenSteel’s Petition has been fumnished by Hand Delivery (*). or U S
Mail this 15th day of December, 1997, to the following:

Rabert V Elias, Esq.*
Division of Legal Services
FPSC

2540 Shumard Oak Blvd #370
Tallahassee, FL 32399

John Roger Howe, Esq. *
Office of Public Counsel
111 West Madison Street
Room 812

Tallahassee, FL 32399

Michael Twomey, Esq.
Post Office Box 5256
Tallahassee, FL 32314-5256

Peter J.P Brickfield, Esq.
James W Brew, Esq
Brickfield, Burchette & Ritts
1025 Thomas Jefferson St. NW
Eighth Floor-West Tower
Washington, D.C 20007

Charles A Guyt






