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recommended a common equity cost rate of 11.0% for FPL.

WHAT ARE YOUR RECOMMENDATIONS REGARDING THE
APPROPRIATE RATE OF RETURN FOR FPL?
My recommended ROE for the Company is 8.75%, as shown on JRW-1 (Revised).
This equity cost rate is based on OPC witness Kevin O’Donnell’s capital structure.
This figure is at the upper end of my equity cost rate range of 7.90% to 8.85%. If the
Commission were to adopt the Company’s recommended capital structure with a
59.60% common equity ratio, a ROE below 8.75% would be appropriate.

To estimate an equity cost rate for the Company, I have applied the Discounted
Cash Flow Model (“DCF”) and the Capital Asset Pricing Model (“CAPM”) to my
proxy group of electric utilities (“Electric Proxy Group”). I have also used Mr.
Hevert’s proxy group (“Hevert Proxy Group”) for purposes of comparison to my
Electric Proxy Group analysis. Mr. Hevert has also employed an alternative risk
premium (“RP”) approach, which he calls the Bond Yield Plus Risk Premium
approach. I have reviewed the Company’s proposed capital structure and overall cost
of capital. FPL’s proposed capitalization has much more equity and much less financial
risk than the average current capitalizations of electric utility companies. OPC witness
O’Donnell presents OPC’s capital structure position, which includes a capital structure

with a common equity ratio of 50.00%.

(Revised)
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Recommended Return on Equity
Page 1 of 1

Exhibit JRW-1

Florida Power & Light Company

Recommended ROE
Capitalization Cost
Capital Source Ratio Rate
Long-Term Debt 50.00%
Common Equity 50.00% 8.75%
Total 100.00%






