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BEFORE THE FLORIDA PUBLIC SERVICE COHMISS~ON 

In re: Petition of Gulf Power 
Company for an increase in its 
rates and charges 

Dock&~ l!lg.; 8!il..l45-EJ 
Date filed: 10/18/ 90 

GULF POWER CQMPAHX'S MQTION FOR STAY 
AS TO ISSUE 38 

Gulf Power Company ("Gulf Power", "Gulf", or "the 

Company"), by and through its undersigned attorneys, 

respectfully requests that the Florida Public Service Commission 

("Commission" or "FPSC"), enter an order staying the effect of 

order No. 23573 as it pertains to Issue 38 in the above docket. 

As grounds for this Motion, Gulf states: 

1. Concurrently with the filing of this Motion, Gulf 

Power has filed a Motion for Reconsideration of Decision 

Requiring Partial Refund of Interim Rates and a Motion to Sever 

as to Issue 111. In its Motion to Sever, the Company requests 

that the Commission sever Issue 111, pertaining to the refund of 

interim rates collected during the test year, for purpos es of 

rP~onsideration and that the remaining issues decided in order 

No. 23573 be made final end ripe for an immediate appeal to the 

Supreme Court of Florida. 

2. Gulf, by this motion, seeks to have the Commission 

stay the effectiveness of Order No. 23573 as it relates to the 

imposition of the 50 basis point •mismanagement penalty" sought 

to be imposed under Issue 38 and have the Commission allow the 

Company to immediately implement the full amount of rate relief 
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deemed reasonable by the commission, i.e., $14,131,000, pending 

the outcome of the expedited appeal. 

3. Unless a stay is entered as to the effectiveness of 

the penalty sought to be imposed under Issue 38, a penalty. 

totalling $2,293,000 per year tor two years, the Company will be 

inmediately and irreparably harmed during the pendency of even 

an expedited appeal. Gulf has already experienced the 

detrimental lowering of its first mortgage and pollution control 

bonds by two rating agencies, Duff & Phelps and Moody's 

Investor's Service, due to the inadequate revenue increase 

authorized in this docket , as demonstrated in the Affidavit of 

Gulf's Vice President-Finance, Arlan E. Scarbrough, attached 

hereto and incorporated herein as Exhibit A. As Mr. Scarbrough 

explains, the Coapany's earnings for 1990 are already inadequate 

even with the full $14,131,000 awarded. Imposition of a 50 

basis point penalty results in a revenue increase of only 

$11,838,000, and will cause further deterioration to Gulf's 

already precarious financial condition, to the detriment of both 

the stockholders and the retail ratepayers of Gulf Power 

Company, as reflected on the attached Exhibit A. 

4. On September 13, 1990, Gulf placed the $11,838,000 

revenue increase into effect. As stated in the Affidavit of Mr. 

SCarbrough, each day that passes without the full revenue 
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increase in effect results in a permanent ~oss of $6 300 1n 

revenues to the Company. These revenues, to which ev~~ the 

commission has agreed that the Company is entitled i n the 

absence of a penalty, will be lost forever to the company since 

they cannot be made up in the future. Thus, if Gulf is 

successful in its appeal of the penalty, it cannot be truly made 

whole at least with respect to revenues lost during the pendency 

of the appeal. To the contrary, should the stay be granted and 

Gulf be allowed to implement the full revenue increase pending 

resolution of the expedit9d appeal, the Company will post an 

appropriate bond or other corporate undertaking. If the Florida 

supreme Court affiras the penalty the Commission's purpose will 

not have been frustrated in the least in that the penalty can be 

fully imposed at that time. Gulf will make the appropriate 

refunds, with interest. Simply stated, the company, its 

shareholders and ultiaately the ratepayers will suffer the 

irreparable harm described in the Aff i davit of Mr. Scarbrough if 

the stay is not granted. Conversely, no harm will be suffered 

by the ratepayers or any other party by the granting of this 

request for a stay. 

5. In all equity and fairness, the Company should be 

allowed the opportunity to earn at least the 12.55 percent 

return on equity found by the co-ission to be fair and 
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reasonable in this docket, pending an appeal as to prospective 

aspects of the Order including the mismanagement penalty . Even 

the 12.55 percent return which would be allowed in the absence 

of the penalty is unr~a-~stically low and does not reflect the 

true cost ot equity, as demonstrated by the Commission's recent 

decision in Order No. 22490, issued February 5, ~990, in Docket 

No. 890319-EI, to allow Florida Power & Light the opportunity to 

earn a midpoint 12.8 percent return on equity . ObVlOUSly, in 

light of the record before the commission in th i s Docket and the 

Commission's own ruling in Order No. 23573 that a 12.55 percent 

return on equity is reasonable and appropri ate, Gulf should be 

allowed the opportunity to earn at least the ~ull amount of rate 

relief approved during the pendency of an expedited appeal. 

WHEREFORE, Gulf Power Company respectfully requests 

that the commission stay the effectiveness of the fifty basis 

point return on equity penalty sought to be iaposed under Issue 

38 pending an expedited appeal of Order No . 23573 to the s upreme 

court of Florida. 

-4-

G. EDISON HOLLAND, JR. 
Florida Bar No. 26 599 
.'JEFFREY A. STONE 
Florida Bar No. J25 9J 
Beggs & Lane 
Post Office Box 12950 
Pensacola, Florida 32576 
904/432-2451 
Attorneys for Gulf Power co. 



STATE OF FLORIDA 

COUNTY OF BSCAMBIA 

AFFIDAVIT 

BEFORE ME, the undersigned authority, personally 

appeared ARLAN E. SCARBROUGH, who having first been duly sworn, 

deposes and says: 

I, Arlan E. Scarbrough, am employed in the position of 

Vice President-Finance at Gulf Power Company (hereinafter 

"Gulf" or "the Company"), and as such have personal knowledge 

of the following facts: 

1. In Order No. 23573, issued October 3, 1990, in 

Docket No. 891345-EI, the Commission determined that 

12.55 percent was a fair rate of return on equity for Gulf, but 

it further reduced the allowed return by 50 basis poi nts to 

12.05 percent for two years as a penalty for alleged 

"mismanagement." 

2. Based on an allowed return on equity of 

12.55 percent, the Commission authorized rate relief of 

$14,131,000--an amount which was reduced to $11,838,000--after 

imposition of the 50 basis point "mismanagement penalty." Even 

with the full ,14,131,000 in rate relief effective September 13, 

1990, and the interim increase effective March 10, 1990, Gulf ' s 

projected return on equity for 1990 will only be 10.66 percent 

based on the Commission's order. With the "mismanagement 

penalty" in effect, the company's return on equity for 1990 
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will fall even further to 10.53 percent. However, the return 

on equity which Gulf will really earn , which is ba~ed on the 

investments and expenses included in the filing, is projected 

to be only 8. 74 percent for 1990 with the $14,131,000 ir rate 

relief. With the "mismanagement penalty" this return would 

fall to 8.62 percent. All of these projected 1990 returns on 

equity are significantly below the lowest return on equity 

supported by testimony at the hearings. 

3. Compounding the financial distress of the Company, 

the 12.55 percent authorized return on equity is unreasonably 

low in comparison to recent Commission decis ions and fails to 

reflect the true cost of equity capital. In order No. 22490, 

issued by the Commission on February 5, 1990, in Docket 

No. 890319-EI, the Commission authorized a 12.8 percert rate of 

return on equity for Florida Power & Light Co. (FP&L). Eve~ 

though the Commission has previously recognized that , by all 

relevant standards, Gulf is ~ risky th~n FP&L , as reflected 

on the composite Attachment l hereto, the return on equity 

authorized for Gulf in Docket No. 891345-EI is less than that 

which was only recently approved for FP&L--a difference which 

is made even more significant by the imposition of the 50 basis 

point "mismanagement penalty." 

4. As further evidence of the immediate adverse 

financial consequences of the Commis;ion's decision in 

Docket No. 891345-EI, on August 20, 1990, Duff & Phelps, Inc., 

lowered its ratings of Gulf's first mortgage bor.ds by two 

levels from AA- to A, and preferred stock from A+ to A-. In 
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reporting this downgrade, Duff & Phelps, Inc., cited the 

"disappointing rate relief recently allowed" by the FPSC, 

referring to Docket No. 891345-EI. 

5. In addition to the events described in para~r~ph 4 

above, on August 24, 1990, Moody's Investors Service downgraded 

its ratings of Gulf's first mortgage bonds and preferred stock 

from Al to A2. As was the case with the Duff & Phelps down-

grade, Moody's explained the reasons for its ac tion with 

refer~nce to "an unconstr uctive rate decision recen t ly issued 

by the Florida Public S~rvice Commisoion" in Docke t 

No. 891345-EI. 

6. The above-referenced downgradings will increase 

the financing costs for Gulf Power Company. In my opinion, the 

ultimate cost of serving the ratepayer will inevitably increase 

as a result of the Duff & Phelps and Moody's downgrades whic h 

followed t~e Commission's decision in Docket No. 891345-EI. 

The increased cost of service will further reduce the Company's 

earnings, increase the Company's revenue requirements , and 

force the Company into requeeting greater rate relief from th i s 

Commission than would otherwise be necessary. 

7. Implementation of an annual $2,293,000 penalty for 

two years for alleged "mismanagement" will cost Gulf nearly 

$6,300 E!! day in lost revenues during each of the first two 

years the new rates are in effect. These revenues, once lost, 

cannot be recovered. 
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8. The Commission also reduced rate base by 

$50,934,000, representing Gulf's investment in Plan e Scherer, 

and disallowed the expenses associated with thia investment . 

In so doing, the Commission has precluded Gulf from recovering 

a return on its investment in Plant Scherer which is serving 

the retail customers and the expenses associated therewith. 

Gulf's ratepayers continue to enjoy the benefits of this 

capacity without paying the costs. Denying recovery of these 

co&ts has further contributed to the Company's current 

financial distress. 

9. Due to the foregoing, Gulf will suffer immediate 

and irreparable financial harm if the Commission's Order 

No. 23573 is implemented to impose the 50 basis point 

"mismanagement penalty" which will reduce the annual rate 

relief granted from $14,131,000 to $11,838,000 during each of 

the first two years the new rates are in effect. 

I hereby swear and affirm that the foregoing facts are 

true and correct to the best of my knowledge, information and 

belief. 

su<:1r~e9 before me 
of ~ , 1990. 

FLORIDA 

Not.y ...._ St.ta llf ,_.. 

~1 Ccm::IUtiDI U~ l.'.Mdt 2J,'"' ....... ,,,. ,.., ,_. __ ... 



COMPOSITE ATTACHMENT 1 

COMPARABLE RISK OF GULP POWER COMPANY AND 
FLORIDA POWER AND LIGHT 



The Commission and its Staff have consistently 

recognized that Gulf is a riskier enterprise than is Florida 

Power and Light Company (PP&L), and have, until now, reflected 

this finding by authorizing a higher return on equity for Gulf 

than for FP&L. For instance , in Order No. 20451, issued 

December 13, 1988 in Docket Nos. 881139-EI {FP&L), 881140-EI 

{TECO), and 881141-BI (Gulf), the Commission accepted and 

approved a proposal to utili~• a return on equity figure of 

13.75 percent for Gulf and only 13.6 percent for TECO and FP&~ 

for the purposes of calculating the utilities ' tax savings under 

Rule 22-14.003 and their respective calculations of AFUDC rates 

during 1989. In addition, Staff, in its Quarterly Report on 

Equity Cost Rates, has invariably recognized higher equity cost 

rates for Gulf than for PP&L. As recently as September 28, 

1990, after the Commission had already voted to allow Gulf a 

12. ~5 percent return on equity despite having allowed FP&L a 

return on equity of 12.8 percent earlier in the year in Order 

No. 22490, the Staff report reflects that Gulf's cost of equity 

is 10 basis points higher than that of FP&L. Copies of the 

Commission Staff's Quarterly Reports from February 14, 1989 

through September 28, 1990, are attached hereto and demonstrate 

Staff's opinion that Gulf's cost of equity for those periods has 

consistently been higher than that of FP&L. 
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DEC 1 , 1388 
IIPORI TK1 FLOIIDA PUILIC IIIYICI CONNISIIO• 

In re: la•eatltltion •n4 abov c•u•e ) 
GULl POWut COMfAN'l 

~ JO. l l lllt-EI 
•• to wby Florlde Power • Lltht ) 
Co.pany abould eot eontlaue to uae ) 
• current .. cket r•t• of return for ) 
eppllcetloa la lule lS-14.003, r.A.C. ) 
(Taa lule~. llralntl lur•elllance, ) 
AFUDC, and laterla Purpoaee. ) _____________________________ , 

) 
) 
) 
) 
) 
) 
) 
) 

In re: Jn•eatltatlon aDd ebow c•u•• 
•• to wby Teap• llectrlc Coapenr 
abou1d not continue to uae a current 
r•t• of r•tura for application la 
lul• 2S·l • • OOJ, r.A.C. (Ta• Rule), 
laralqe lucqll laace, ArUDC. end 
Int•rla Purpoeea. ____________________________ , 
Ia r•: ln•eatltatloa 1Dd abow cauee 
•• to "'I OuU tower C0.,1117 abould 
not coat aue to uae a curreat r•t• 
of return for •ppllc~tlon la Rule 
2S·14 . 00J, r .A.C. (Tia Rule) , 
larnlntt lur•elll•nce . AIVDC, and 
lnterla Purpoeea. 

) 
) 
) 
) 
) , 

UOCXIY 10. 111141·11 

OIDU 10. Z04SI 

IUUED : U-U-a 
) , ______________________________ , 

Tbe follovlD9 eo-luloneu 
diapoaitlon of tbl l .. tter: 

participated 

ft Tlll COMIJIIJO.: 

a.t.TlK •rCMOU, Cbalraan 
1'MOMU II. IIAaD 

GERALD L. GUft'U 
JOHII Y. liiUDOII 

IIIQCAA llcll. WI 1.1011 

in the 

Aa • reault of tbe T.. lefon~ Act of ltll the .. aiaw~ 
federal corporate l~ U• rate ••• reduced hoe u percent 
to l4 perceat. lule 25-U.OOJ, Plorida Adlllalatrfthe Code, 
(tbe ta• ... , ... nale) allows uUUUea to lleef •taa uvift9a• 
reeultlDt fr011 redllaced corporate leco.e tu rate• eo lon9 u 
tbelr ceteatloa toe. .ot cauae tbe utlllt)'' • en~ ute of 
return to uceed tile •aidpolat• of tbe OYeraU rate of return 
'"roMCS br tile c:-lalloa la tbe •UUt)''a hat rate cue . 
Mblle tllla aldpolat la to be ldjuated for tbe coat of debt 
laa&aed al&bee .... t to tut rate caM, tbe tu anintt rule hu 
eo frodaloa for ldjuatlot ecrulty returu to reflect current 
coadltloaa. ll.ce tbe ••t receat autborhed ratea of return 
oa etult)' for .. .,. •tllltlea are ~ltber tbaa •lt•t be warranted 
br curr .. t ecoaoalc aDd fiaaaclal coadltlona. Steff, 
lnterYeDOra aDd tbe utllltlea be•• ett..,ted t o netotlete lover 
equltr ratea for uae la tbe taa •••lDta cule. 
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OIDD .,, 20451 
D0Ck11W lOS. lllllt-11 , 111140-EI • l dll41-EI 

PACI 2 

A8 11 reported la Order 10. 11126, ne9otiationa wer• 

inlthlly beld between Florida Power • Litht Cocpany (FPL). 

Tupa llectrlc Coapany (TICO), Gulf Power Coapany (Gulf ) . the 

Office of Public COuuel (PubUc Counael). florida I nduatr1al 

~r uaera Group (FlPUG) an4 our ltaff . Althouth theaa 

netotietiona reaulted ia aa i~~puae . the thrM elect r ic 

utllitiea filed a ltipulation aftd Proposed lettl ... nt 

(Propoaal) by wblcb tbey offered to aubatitute an aqu1ty 

aidpolnt of 11.1\ for caleadar year ltl1 for tbe eurrently 

autborlaecl returna of n .a\ for rPL and Gulf and 14. ~\ toe 

Teco. TM offer of tbe U.l\ flture wu for the purpoau of 

tbe taa aavinta rule only • 

... conalCSered the utllltiea • Propoul et our January 20 . 

ltl1 Ate~• ~afereace at wblcb tl .. TlCO, FPL and Gulf reduced 

tbeir offer to 13.6 percent . Me accepted the offer aa bein9 an 

l .. rov~t over the l.l.J.1KJ. DSl· an4 u belnt in the publlc 

lnt•relt, wblle DO tint~ our acceptance of tt\e p ropoul 1 n 

DO ••r wc~ld prejudice our ability to aeek or consider revised 

equltr returna of t~••• thrM electric ut tllt1ea for any_ 

purpoae. 

In Order 110. lll40, taaued 1n Docket 110 . 110ato-u on 

October 26, ltl1, we accepted TICO'a and fPL ' a offer to utillae 

Ill -.ultJ •aidpoiftt• Of U.a percent fo r the purpoau of the 

taa aavinta rule for caleadar year ltlt and Oulf'a offer to uae 

a rate of U.1S percent. Additionally, theae utilities 19rHd 

to uae their reapecthe rates for the calculation of the i r 

Allowance f or runda Uaed Durlft9 Construct ion (AFUOC) rate s for 

caleadar ltll aft.d 11 tbelr -.ulty •ceilinta• tor purpoua o f 

tbe Coaaiaalon•a aurvelllaace report1ft9 ayatea . 

7or calendar rear ltlt, rPL, TICO and Gulf bave aq reed . 

eueathlly, to coatl1nae the atr .... nt in effect f o r 1911 . 

lpeclflcally: 

1. FPL aDd T8CO atr .. to tbe utlll&atton of 
an .. ulty atdpolnt of U . 6 percent in 
tbe caleulltloa of aa overall rate or 
retura, purauant to 1\ale ZS-14 . 001. 
florldl AdalDhttetlYe Code (II 

curreatlr worded), for calender year 

ltltl 

2. Gulf, wbtc~ ••• • lower boad ratlnt thea 
Fft. aDd T80Q, lfr ... to tM uti lhatioa 
of •• -.uttr aidfOlat of U .15 perceat 
ia t._ caleulatloa of ea OYerell rate of 
"•tura, purauaat to ltule 25-U.OOJ, 

Florida Adaialatrathe Code for calender 
J'llf ltltl 

J. Fft. aDd 1"'CC atr.. to tbe uae of aa 
equity COIIfODeat of 1J.6 percent, aDd 
Gulf to u.n percent, 1D tbe 
calculatloa of tbelr reapectl•• 
Allowance for F\lnCSa Uaed 1>urln9 
ConatrucUoa (AI'UDC) rate• for celendar 
Ult; end 
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4. FPL lad 'nco 19r.. to tM u.. of u 
equit)' fiture ol n .• percent , ud Gulf 
to ll.7S percent, •• aurwelll•nce report 
eel Uata. Tbef 19tH thlt euninu 
tbo•e these reapect t •• nu.O.ra durint 
ltlt could aer•• 11 1 beat• for t he 
C:O..llaioa to luU tute ahov c1uae 
proce.diDtl, IDeS, furtMr , tblt U IUCh 

proceedtata .. ,. inatltuted, e1rnln91 
•bo•• ll., ,.rc:ent 1nd 1J.7S percent, 
for tbe reapecthe c:o.,tn1ea, could be 
1\eld IUbS.ct to refund oa 1 proapect he 
bll11. 

Me 1ccept ead tppro•• the utllltlea• propo111 Aa we 
DOted ia Orden llol. 1712' lad 11140, tbe thrH uUHtlea ='~'e 

•oluntlrllf ti•iDt up tbelr ent1tl ... nt to uttllae their 
ealatiq llltborlled .. lilt)' return• or 1S.' percent lnd 14. s 
percent for tbe purpo1e1 of the tu IIYht• rule. Whether or 
not .. would flact c11rreat equity ret~.trae lower thu thoae ~ 
offered b)' tbe utllitie1 1f~er conal4erlnt • proper ewldentilry 
record, tbe •oluat .. red rete• tre •" i=Prow ... nt ower the 
J.1.li.lll ua aad, therefore, 1hould be •c:cepted . It~tortantly, 

~acceptance i a ao way prejudice• the rltht of •nr effected 
peuoa or tbe C~11ioa to .. ek rewlaed ecauHy return• for 
tbeae tbrH electric utilttiee for eny purpo.e. 

Tbe utllltiea• offer to uttliae lower equity r1tea in the 
c l lCulltiOn or tUir ArU0C UtGI for ltlt il 1110 In 
1-.ro• ... at ower tbe J111YA SMA• in1a~cb •• tbe)' ere currently 
lllove4 b)' rule (Rule~t.OlU, Florid• AdlliDhtrlthe COde) 
to 1ecorporate tbe •atdpo1at of tbe l .. t ellove4 return on 
co.-on eq\11 ty. • AI •ntioMd ear Uer, ttae.e rate a ue 15. 1 
per cut for FPL lad Gulf ud 14. S perceat for TICO. 

Tbe ut1lttt .. • 1ttpul1t1oa tblt reYeauea aubject to refund 
duriDt any ltlt abow cau1e proc:eed1Dt .. , be cllcullted uaint 
tbe lJ . I percent &Dd ll.7S percent equity r1te1 11 ~r• 

ldnateteou• to tbe cvatoeeu tbiD tbe 1ateria rate at1tute 
(Sect1oa l,I.071(S), r.a.), _.lcb tbe utilitiel aitbt rely upon 
1Dd wb1cb pro•1del tlalt rewenue• collected under bond end beld 
subject to refuad lUll M Cllculated ut1Dt •tbe ... i_. of tbe 
reftle of the l1at •utborlaed rate of retur• oa equity 
eatlbU1bed l• t.M •at rec:eat rate ca.. of tlile public 
uUUtf. • llled •po• tNlr aarreatl)' 1utlw»rh~ equity 
returaa, TICO ~1• be entitled to cla1• 1 lS . S percent return 
for purpoaea of celculiUDt aa lDterl• deer••••· while FJL and 
Gulf could cle~ 1'·' percent. 

Ia ,, .. of tbe ebo•e, it 11 

OIIDDm b)' tbe rlorldl ~bUc S.r•1ce eo-taatoa tblt tbe 
•ropolll of florida tower • Litbt co.peay, Tup1 Electric 
co.piAf, ead Gulf ..,..r CO..IDf, 11 deacribed la tbe body of 
tbla Order, 11 lptro•ed. It 11 further 

oaDDI:D tbat tbeae docket• M closed. 
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8F a..a of tM Plorl,_ ,..._llc lenlco eo-luioft, 
title ,,.. 4Q" of • r- . aw 

( I I A r. ) 

~ 

ICZPCI or m ,:m IIQCIIP&I!CIJ 01 .JUDICIA&. IIYII!f 

ftll Plorldo ._.Uc lenlce c-llaloo la r-.vlred trr 
a.ctl• Ul.5t(f), rlortda ltatut•, to •tUr putt• of · tDJ 

~alatr~tlwe ... , ... or 'udlolal r .. ~ of CO..laaloa order• 
tUt la •••Ueblo uader lectloaa Ut.n or UO.tl, florida 
ltlt•ta, u •U •• tM •roceduroa ...t tiM Ualtl tbat 
,.,,,.. ftla eotlce a-.ld .. t • coat~ to ••• all 
r ..... ta for aa ~alatratl90 ~art .. or 'udlclal tOYlew vlll 
• tnat .. or r ... lt la t~ roUof ICNflat. 

a., ,.n, ..._rMlJ affected bJ ~ C:O..llaioa • • Uoll 
ectl• la tlall •ttor •r r..-at: l) rocooalderatloa of tbe 
declaloe lit' uu.. 1 •Uoa for rocouldoratloa with tbo 
Dlnctor, ot•laloa of a.oordl a .. Jetortl .. wlt"a Utt .. a US> 
den of t~ ilauaac. of tlala order lo ~ fora proscribed by 

.. le u-u.att. Plorldl Adllialatratho CocloJ or Z) judldal 
nwl• lit' ue Plortda ..,r_ C:O.rt la ~ c:.n of aa oloc:ttic, 

'

M or tel.,.._. .atUltF or t~ Plrat otatrtct Courc of Appeal 
a ~ 0110 of a water er .... r •UUtF lit' uu .. a ootlco cf 

amal wltla tM Director, Dhllloa of lecorda ..... potU ... aDd 

f , .. a COft' of tile aotlce of eppeal ud tbo flllDt '" witb 
tile ..,,.,date oo.n. ftla nu .... t .. coaplotocJ witbln 
~lrtF (Jt) ..,.. after tile ltnaace of ta.lo order. puravaat to 
.... t.ut. Plod .... 1 .. of ~nato Pr~ro. fte aotlco 
of IWMI .. t lie la tile fora SJOCUl .. to blo t.toO(a). 
PlorW. ••• of Aftellate .,...._ro. 
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TO: 

FR.OK: 

ll£: 

lllliQiAIIlll~ 

S.pee.ber 21, 1990 

VALTIIl D'HA&SII.Uil, DIR.IC'l'Oil OF COHKUNICATIOitS 
JOI JPJGCI.IS , DIUCTOil OF ELICTillC Aim CAS 
CHUCK HIU., Dlll.ICTOR OF UATEil AND S!Wlll 

-· . ---·-~ 

(j~ 

TIK D!VLilt, DIUCTOR OF AUDITING AND FINANCIAL ANALYSIS 1f 
QUAilTIILY UrollT otl EQUITY COST IAT!S 

Att&chad are the raaulu of St&ff'a analyda naardln& utility common equity coat rataa ancl other aaneral inforution on the a tate of the acono•y . The relaue of thia quarter'• report vu delayed in order for St&ff to provide cost ol equicy aatlaataa vhlch batter reflect the financial t.pact of the crisis in the Middle Jaat. tbe Coat of !.quity Al\alyda achedule on P•&• 4 b baaed upon avaraae atoclt pdcea for the .onth of July (before the Iraqi inv .. ion of Kuw.J it) The Coat of lquicy ADalyai.a achadule on paae S 1a baaed upon averaa• stock prices for the 110nth of Auauat (vbich take the relative decline in the atock aarket into account). Vhila updated atoclt price ~tala received .onthly. dividend srowth rate dat& ia received quarterly. Unfor~tely, . the d i vidend arowch data haa not bean received and therefore la DOt reflected {a theae reaulta . It h reasonable to asawaa t.tt.t arovdl· expecution.a t\av• alao declined alona -with the fall in atock pricea. 'to the extant that the updated arowth expectatluna are not reflected l n the .odala, the revised coat of equlty reaulta aay be upwardly biased . 

The Co.aerce Depar:taent releued fipres which attest that the U. S . econo•y was already troubled by alo~ed srovth before the Middle East crisis sent the price of oil aoarina. leal CMP roae at an annual rate of 0 .4\ t~ the second quarter. Thla rata trailed the 1.7\ &rowth rate in the first quarter of Lhe year and aarlted th, fifth quarter la a rov of a arovth rate w:der 2\ . Econolaists &•nerally- CS.fi'M· ·a · re~eaaiop · u tva conaecutl-ve . qua~era of Jlesac:ive srowc:h: A·lthouah the •~onoll)' bu veakaned ~W?at:an~ldly over. cbe put year. l c: has yet eo have ~ neiative quarter. . . · . . 

· 'n\e aovertuHnt lalao recently announced that the ·~overnraent' s principal econoaic foreeutiq index vu unchaqed during July. The flat reading of the lndex of leading lndlcatora • . a collection of 11 aeta of econo.lc statistics that are a_uppoMd .to fctre·a~ e~oooale activtty aix "t.o nlne .on~s in the future, 
fo~loved a O.lt riae in J~ &Dd a 0.6t · tnct._.e ~n -~y: Only three of the -11 lndicatora aade poaltt.vi:~oatribution.a to " thelnd.e~ in July whUe che o·ther eight: factors held che index down • . Vbile three consecutiv• declines Ln the leading indicators are suppoaed to aianal a recasaion, the index is no t orious for predicting dovneurna that never occur . For ax.aaple, after the October 1987 stock market craah the indax fell for five atral&ht .onths but the economy continued to srow at a healthy rate . 

. Finally,. the White Houae released its bud&et report as required by "t he Cra-·1tuda&n bud&•t lav which eati .. ted the 1991 deHcit et ~149 :4 billion . This means the 'overn.ent .uat cut the deficit by $85 . 4 btlllon to ... ec c:he CramaRudman law a target of $64 billion for flacal 1991 . If Consress and the Uhit:e House fall to aaree on a budaet plan in Sept.-bar. the law's auto ... tic spendins cuts will taka hold October firat. The White House report salo the cuts would s lash ... ny do .. atlc proara .. by 32.4\ and cut defense spendins by 35 . 3\ . The spending cuts are ao drutle and the effects on aovernment prosr .. s so severe . so•• aovenwent official• aay Conareaa and the White House are virc:ually ce rtain to prevent thu fr:oa happenlns. Althou&h the spending cuts are automatic. Confress and the Preaident can cancel the cuts wlth a simple pi ece o f leg alation . 
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· M a clo•lDJ ca•aat of local llltan.t. lloocly' • lavuton S.r:vlce lowered 
ehe aac:uritf.u rattQp of ~f ,_.r Clllf~ (Gulf). an operadq aubddiar:y of 
The Soutben ~. lloody• • doftaraded tiM ratlnp on Gulf' • tint .ortsaae 
and aac\U"M t"'llUCtO'Q coatrol boDda co A2 fr• Al, unaecure4 pollution control 
boNS. to A3 froe A2, and prafarre4 atoc:k to A2 froe Al. 

«: Chalraan VUaon 
Cocna1adonar CuD~ 
Coaeiaalonar !aalay 
Coemlaalonar Ieard 
C...laaioner Kaeaeraaitb 
Dave Svaffor4 
Bill Talbott 
John Slallkevicz 
Dale Mailhot 
Joe HcComick 
Marshall VUlb 
Gras Shafer 
Ann ~ueHaua 
Econoalc Reaulatlon StaAdar4a Control 
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11r.......,.eo. •• ....MulDe 41121110 12~ 

c:.r.IIC.._ 0. Allee ... HewY..t SIZII90 ll.IK 
au.~~ .... eo. ... ..... WI90 12.l.SS 
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MOTC.a.c. ~ 1212111t 11.42. 
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...... Ca ..... A· c • •••• )121190 11.00. 
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? I., 1110 UlliliM ; . A· fllorW. • "6190 1].00. 

'I'IUCOMMUNICA'I'IONI 
OTaNoilto ... A w.e.o Sll/19 11.00. 
.... c:..n~ .. · AM. La ·a • · ·.· snom 11.75. 

•' z. ic I-~~ .... ~.._ M ..,.... 1Cifllll9 .. ..,. . 
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s.~~eraw o-r 6121190 lll1S 
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008'1' OP BQU1TY AMALY81 
AI CW AUCIUIT IS, lfiO 

DAMn IIII1'0aCAL(1) tiii'TOa.ICAl.( 
DIICOUHT'ID ... IIKPtDCI'UM aJSIC PUMIUW 
CAlli 1'1..0!!1) PISI.GUIICI) IO~AVO :10 YI!Aa A YO ELECTRIC UTU.n'IBS 

FLORIDA POWEa (A&JIAA·) II.) IU ll. l 11.6 FPL (AliA+) ll.A 11.7 1). 1 11.6 
FP\IC ll.t 12.1 I). I 11.6 OULF POWE.l (All~ II.S 11.7 Ill 11.6 
TAMPA EJ..ECTUC (Aa2/~ 11.2 u.s ll.l 11.6 

T6L6I'IfOtf8 U1'ILIT'I!II 
CEHTEL (AliA+) IU IU Ill 11.6 
OBNTEL (A.JIAA-) 12.1 12.1 1). 1 11.6 
SOUTHEaN lEU. (AMI~ 11.1 11.1 1) .1 11.6 
UNITED (Aa2/~ 12.2 11.2 ll. l 11.6 OTHEJt TELEPHONE UTUJT1ES 12.7 12.7 1) . 1 11.6 

OA.S UTIUTIES 11.7 11.7 1). 1 II 6 

n. CIOil o1...-, ............ dll c:wr.- ....... lociMle ia 11..10S at IOOS eq..-y 
_. IUl" r M ....-, n&aD ol 401' or lower . 
................ ...... il: COB • 10.16 + (l.l4/ Spi1z a.io) 

(I) TN COil o1...-, c-.-M _.. .......,. ,._.,..-_._ ~ _. ..W. to...-... 11a COil. SlatJ lias u..t a ----powdr ... I I ... S.. ~ ... a ri* ....... ....,.. ......... cMCIOil oi.,..C, lor ..,_ty rcpoft purpoeaa A C ...... -.;.:eM .............. Aift I I I ia .. - ol...., W. period to ptriod ~ dilaa&UJ& -ir I<MCioM ... ~c; :- 'n.OCF..._. ..... ,....,. ... ,...,.~"'.wviou..,_.._..mpoocn A very buic ,..,;, . +'t . .... rilt'~...,.. lw ........ II ... ,.,.. pclliiM ~ '*-die looa~ ueasury yield ro.-.. _.die....._ ol ... CIOil ol..-q. A 100 llerit.~ c:t.,. il ca. ro..c:...d &oq-41wm trna~y yodd rautu iu tOO belie poill cM11p <-..._) ..... ..; , c .. o1 ..-,.. ~. il .. DCF aea1y1ia •-~&« pouu a-,. ia .. .__,.,...,_,.._at in lal..,a ' '» • -.i,. t • poillt diMp (-~) il ca.~"-' of ....,~.......... . .,.~ 0 ·~~~-~,., . , ....... ~--...n.w...a.-.........w! ., ....... ~--nri+lrr ..., ••• - ... a . 5 aiWI'__.. ...... _.~...,..o(dllco.puy 111111 ica cMricwirtiaa ................ ol • ... tD I I ia1 .......... rMa o/ N111n1 u ...U • die ~y or .. panju iarvol.- ia a.-. 

(1) IISuad oa dll 4eU ,.Wirflad il ... J1Dcb. ..... lila, Md a.a... 1990 Yautloot. ,........ • ..,. lbbot.- ~,_.,. Tloc ho .. .>roul ria ,....W• nGecu .. ._.. ...... 4illef- '*-... ~period,.._. ol eM s.tr.P 500 llodt .._., ud lhc bolduo& ,_iod-ola20,--0.u n m ..... ,_.,.....,....,_~a...tr..NIIInl. (-pea-l) 

-4-



··-·····-· .. - , .... _,., ... --· ....... _ .... - ... 

FLORJOA POWEll 
FPL 
FPUC (Man.u) 
FPUC (Fer ·lldiM) 
OULF POWEll 
T AMI' A ELECTaiC 
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AU. TEl. 
CEHTEL 
FLORALA 
OEHT£1. 
GULF 
INDIAHTOWN 
HORTlfEA.ST 
QUINCY 
ST. JOE 
SOUTHEJU'o' lEU. 
SOUTHLAND 
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· o~ 

CHESAPEAKE 
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SOUTHEJtN 
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TO: 

FROM: 

RE: 

May 23, 1990 

WALTER O'HAESELEER, DIRECTOR OF COtOruNICATIONS 
JOE JBNICINS, DIREClOR OF ELECTRIC AND GAS 
CHUCit HILL, DIREcroR OF WATER AND SEWER 

TIM D~N, DIRECTOR OF AUDITING AND FINANCIAL 
ANALYSIS 

QUARTERLY REPORT ON EQUITY COST RATES 

Attached are the reaulta ot our analysis regarding 

utility co .. on equity costs for the second quarter ot 1~90 

and other intoraation on the cost of equity. 

For the first quarter ~f 1990, a Wall Street Journal 

survey showed that company profits fell 18 percent. Compa~y 

profits were hurt by increased labor costs, higher int...:r e::. ~ 

payments and unusually big writeoffs. Many analysts expect 

earnings to reaain soft in the current quarter but to oick 

up in the second half. 

The jobleas rate fell to 5.4\ in April !rom 5.2\ the 

previous month, indicating continued weakness in the 

economy. The increase surprised many analysts because o! 

recent signs the economy was picking up. Hany analysts are 

now predictinq that the Federal Reserve will refrain from 

pushing up interest rates. 

Of local interest, Moody's Investo r 3ervice lowered its 

ratings of Florida Power ' Light Co. debt . first mortgage 

and secured pollution control revenue bonds were downgraded 



.. .. .. .. ..,., 

( to a ratinc) ot A2 troa Aa3. Preferred stock vas dovnqraded 

troa Aa3 to A2. 

( 

cc: Chairaan WUaon 
Co-.i•aloner Gunter 
eo.alaaioner 8eard 
coaaiuioner aa.ley 
Dave swattorcl 
Bill Talbott 
John Sleakewicz 
Dale Mailhot 
Joe Kc:Coralck 
Marshall Willi£ 
Greg Shafer 
Bconoa!c a.qulation Standards control 
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SUMMAllY OP IUiTt1aN ON BQUn'Y OI.DBitS 

ELECTIUCS 

FLOIUDA POWER 

FPL 
FPUC ('M&riaM.t) 
FPUC (FccuMiM) 

OULFPOWBR 
T AJDA ELECTtUC 

TEI..EPHOHSS 

..._ .. • t2..6t' widla .... el 11."' • ll.6A. 
S. ..... ol l2.1A • tJ.JA widla .W,C. oiU.IA. 
..._ .. • U.l.SS. widla ...... el ll.lSS • l4.lSS. 
..._ ... ll.ISS. wi6 • ~elli.&SA • ll.&SA. 
a.-c.. Ia ,....._. Ia a•. lUSS-_..,_ _. ......_ ARIDC, • ~ 
Ia am. UAS- .w,t ,_ _. ,....._ AFUDC. • .,..,.__ ,..._ •1 deciaiaa b 
lftO ................... us ... ,.._,,_ .. 

AU.. TEL 20517 C.,. t-..o ...... • loUS. s..,....eta1.1S •IUS .... olll.l'l, (Of -'1 ,.~ 
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OEHTEL 

OULF 
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NORTHEAST 
QUINCY 

ST.IOE 
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OA.S 

CEHTR.AL FLOlUOA 
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Fl.OIUOA PUIUC 

INOIAHTOWH 
MILLEJt. 

PEOPLES 

Pl..ANTaTY 
ST. JOE 

P....UC ICH COUNTY 
SOUTH FLORIDA 
SOUTH£~ 

WEST FLOR.fOA 

WA. Talc SEWEll 

110S7 
22:2161 
ZDS'1 
2m7 
U4'14 
mn 
22:M7 
222:M 
201Q 
22511 
run 

11716 
20136 
201SI 

1006 
20136 
201M 
mn 
201M 
lmJ 
20616 
11054 

19711 

.__.,....._.c...~·, ............ • ll.7SS lar ~. •· • 
S. ... olll.IS • tl.K wi6 • .W,C. ell1.fS loJ • .._ ,.._. 
S. .... oiii.JS ~ IUS willla ..w,&. el ILlS for • .._,.,._. 

S. ... oiii.IS • IJ.K willl a ..w,&. eiiLfA far • ,._,.,.... 

C.,. ..... llll4.SS for ... • ~-
SIIIa ,.._..,II .AS • 14.AS wi6 a~ ollUS for • ._...,...... 
S. .... ollt.IS • IJ.IS willie ........ oll1.fS b • .._,...,_. 
s...,.ctlt.JS•tJ.JSwillta..._oltusa•...._,_,_. 
~ ......... ~.- ..... U.2S ..... ~~~~~ta•I4S.oaililc-"" llat,.;t :a 16!\ 
S.. aapoii1.4S • 14.AS willa • ...._ oll1.9S b • ,._. ~ 
a.-- ia ............ ell2..JA • IJ.JS widl • ....... o/11.1'1 • for 1.01te1 ·~ .-.c:y 

RM.- ia ,..._. Lall rt a.-• IJ.fS wid! a,_. olll.9'1 to :• 9~ 
.__._,...._. t.IJit.IJ.7A ......... lcwtu .. ,_,___ 
Sea ll.SS • _..,_ e.a ...... AFUDC, _. ..-iiiMc:a ,...,__ 

Sea 11.7A • .w,t '-• .-....,.. ,_ 1919. 
.__ .. ,. .... Ia tte.ll.7S ...... forau,.,_,_.. 
.... _ia ... pm. Ia lte.ll.7S _...,._,_ll&nlepwpoe& 
S.. ... ol n.TS • 14.7S widl .-,c elll.7S roc Cillo ""'iac ~•P 1c ilcuina 
s.. tJ.7S • _..,_.,..,..,....""am. 
..._ • • ll.DS widl a_,. oll1.DA • 14.DA. 
S..ll.7S ......... ,.,_.lew 1917. 
a--• U.SS wida • ..... el ll.S'I to 14.SS. 

E•.Y'+ 1 .._--.,._.. roc-.la. CO£ • 10.) • (1.46fEot..iry lt.M.ol The c.o11 ol 

ClqllCy .a., ... ,_....._ il 11.16S • 100~ equity It ll .9S 'I • 40'1 oq••Y ot lo~ 

• Thd ~ coMaias. _., .. ric(_, ... ct.c ~- c..-., doc .... 

can be obtatnccl (roa 1M ac.t:'• ol(-. 
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AVDAGa AUTIICJISZ8D IOaOVD ltOHO YUiLD• 

,( 
...... Gil UllliMI 

ADm a.eoMD 

UT1LITY DC)C &Bt' DAft - YIIIDI" Do:FEil AYQIBOtCDS 

W•florida 11&W n...- .,.. lOAfS J.OII ... 
170611 ao.o..a .,... IO.Jll Ul5 ()c&.ll 

St.Jo. I10M6 ~~~ 111H .... 1 1.015 AIII-II 
c:..u.a FloridA 110111 I "'-''I l1tOI 11..)41 1.561 ....... ..... ~ ...,., ._., I12K lo.tK UJI Aq-17 

W•FiorWe ..., 05 ... , D.UI t.HI l.ltl s.p-16 ._,._a. 150111 OI.MU M.ZSI UK 4..565 Jw-16 

fPUC 150112 ou •• M.JDI lOJDI C.471 ... -16 

So~Awe<lu .... ~ 15.151 ... Ill 1.641 A.ftt-&5 ~ 

~ I4CI22t ~ IUS I 14.111 1.645 Afc-15 

CiryOu IJOSII ~ ... IS.1SI M.M O.t6S Aq-14 

Mil* IJGDI 2f.MI4 15.151 14.451 t.M F.b-14 

P.op&MO.. uow ... .., 15.151 14.111 Ul5 Ho¥-ll 

St. Joo 120490 ·~ JUDI 14.211 1.195 ,.., .. , 
( w-.Florida 12.0404 11 ...... IUDS IC.OI5 2.195 JIII-I] 

FPUC 120ZA9 ~ 16.011 14.o71 l .t15 Apt-13 

So.dl FlodM I3QJJO . ........, IS.1SI 14.o71 1.85 Afc-'l 

OeiMavi11e I2026S ~ 16.001 14.»5 1.675 Mec-13 

Soud.uDO.. Q)lll 2S-M-Il lS..SK IC.6l5 0.195 Feb-13 

Pllba Back eo..r, 1104, .. ~ IU:SS 14.565 1.691 Ju-13 

"-City 120121 ~ 16..001 14.115 1.195 Now-12 .._..a.. IICDID 1'-MD I '-OK 17.U5 -1.05 Feb--11 

c:...r.a F'lorWI llOO'D ........a I &.OK 11.05 -1.05 lu-11 

ScM6enO.. IICIGS6 JO.Hw.ll 16.001 16 .... 4.491 Now-' I 

CC,Ou 110004 ~-~· IUK 16.491 4.491 Now-11 

MiD« 100417 11-Mq-11 lS.JH 16.661 ·1.165 May-11 

FPUC 100414 ~-~· IS.OOS 16.141 -1.14S Apr-Il 

AVEaAOE I." I 

• Tlaia c.h&rt ._. ... 4ia.----die.....,. .. ciitiCIIMIII!oti-s 

ROE aed «be coc oluiady niedlldily 6clbl• 1M.._ ol ... c-.islio.,·s k~. 

•• AssutDOd n&ia;. 
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To: 

... . 

11&112BAHQIZII 
April 9, 1990 

WAIIl'BR D'IIABSBLBBR, DIRECTOR OF COMMUNICATIONS 
JOB JBHJaNS, DIRBC"roR OF ELECTRIC AND GAS 
CHOCK HILL, DIRECTOR OF WATER AND SEWER 

FROM: TXN DBVLlN, DIRECTOR OF AUDITING AND FINANCIAL ~ 
ANALYSIS lfj., 

RE: QUARTERLY REPORT ON EQUITY COST RATES 

Attached are the r-ulta of our analysis re<Jardin9 utility 

common equity costa tor the first quarter ot 1990 and other 

information on the cost of equity. 

cc: Chainaan Wilson 
Comaissioner Gunter 
Commissioner Herndon 
coamissioner Beard 
Comaiasioner Iasley 
Dave Swafford 
Bill Tal-bott 
John S1eakewicz 
Dale Mailhot 
Joe HcCoraick 
Marshall Willis 
Bill Lowe 
Bob Freeman 
Econoaic Requlation standards Control 

2 ~ )""'( 
• a '....J 
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RATB CAS8 OEaSIONS• 

HEW 
~0 AU.OWI!D 

UTILITY RA11HO COMMSDOM OATil" aoll 
SLiiC'1"UC 
o-pe row. Ill o-p tf%7/lf ll.l:SS 
&o-PAL A .... 6IVIt IJ.lOS 
LoeiliuePAL .... Lull 116119 12..76S 
~OA£ AA ~ 7/14119 IJ.50S 
t.4cMI&aaa ,__ .... ....... 1115119 11.50S 
s.lt c.ou. Sec. 0.. A+ Solidi CMaliM 6127119 IJ.l:SS 
T-Elecllric ro- 811 ~ 10illll9 11.50S w ....... , • a•El. Ill+ .. • • 7/lA/19 ll..OOS 
c.rnl ......... .... ..... IVI.$119 ll.jOS 

Eleclric~ FOC VSI90 11.7$S 

OAS 
Oull s.... u.iiiiJ Co. II· Laal ' 5/lOm l l.OOS 
V"qiail ,..., 0..- ,.,~ v-.,.-. ll.l.SS 
eo.-dn« ,..._..au A· Ca 11 r:aiall lf2lll9 11.90S 
wu~Ua.-w..,,.._ A· ..... 9129119 12.7~S 
Marylulltcanl Ou Co. ......,.... IIWI9 ll. IOS 
ColiiiiiiHa Ou Co. ol V"...paia 181 v-.,.-. II'2JII9 13.2SS 
~0. Ill+ V"arpa 113119 IJ.2SS 
W"--o.M.-.&0.. AA w--. 912Ma9 IJ.60S 
Public s. Co ,., .. c..ollM NR Nocdl CaroliM 1111119 ll..lOS 
MGTC.I.ec. w,_.. IV21190 11.42S 

~MMUHICATIONS 
GTE Nordawelt A ldallo S/1119 12.00S 
Souclt c..n& .. AAA L.-a-.•• SIJOII9 12.7~" 
DlieoiiiWl T...,.._ AAA mt.oe. 11/9119 12.~" 
Mc.w•ie sa.. Ttil ~Tel. AA lhala IOil&/19 II lOS 

• n-...... ,.._ *-W M Yiewod wid! C*ltioe. A doec cum;..c;a. 
....a. a._.,.,..._ olcM .ailietlillod il "Ill" wid!-.,......_;... v...6e 
-,-;. CIOIIIaieed ie eM dlatt.. a. ~. • ~ '*- dw: llatra C¥~Y 
rm 1 ,,..,_ _. dloM .uo-.1 tlf cO. ..... _,.,.~ OM.,_ 
ctaeaa- ie c:apiul --.. •-~ co.,.n- wo.W.,. to~ .. rr. c.wrr
racom• 1Miou • a.u-r-...nad7 r .... ie CICkl jwi~ioM 

•• 0.. • .., ot 4eciliDII. 

Pllblic Utiiliel ~, lll~ 
NUl ~J84IIIIIIIie, Dec. 1919 
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4/'fjqo 
OOST OP 1QU1TY ANALYSIS 

.... ~·-
IXAHft• HlSTOIUCAL.•• HISTOIJC.U. •• 

DIIOOU~ ... a.ISitl'tBMIUM ~PUMIUM 
CAlli PLOW ........ IOYilAaAYO 20YEAI.AYO 

ELiiC'TaiC U11l.ll'llll 
uJ FLOIUDA POWD (Aa3/A+) 

•"' 
11.7 IJ.l 10.4 

FI'L (Aa3/A+) au 11.7 ll.l 10.4 
PPUC au 11.1 ll.l 10.4 
OUl.F POWD(AIA) li.S 11.1 13.2 10.4 
TAMPA EL&CTaiC (AaliAA) 1&.2 II .S 1).1 10.4 

TELEPHOMB U1'ILITIII 

CEHTEL(~ IU au Ill 10.4 
OEHTEI-~~ au 11.2 1).1 10.4 
SOUTHERM AAA) (.ia.7 -~• .• a_") ll.l 10.4 
UNrt'ED (Aa21 A) '-ria 11.1 I .U 10..4 
OTHEJt TELEPHotfE tmU11ES 11.7 11.1 1).1 10.4 

OA:J UTIUT1BS 11.7 11.1 1).2 10.4 

n. ... ., .,..q ............... ~a.-.,. IMftttU .. l l .76S. lOCK...., 
_, IUSS a • ...-ilJ ndo fill 40S «tower. 
,...~......,. ........ -= coe- ao.10 + (l.WEq.ilz ._, 

• n. c:GC ol -.wic1 _ _.. M- ... ......,.. ,._.,__...no.~ A _...10 ...... ita co& 0.. tt.e t•·.• 3 :-e-•• 
..... ...Sa .. ..-..... ti I I 11 I eMil low ..... A a rilt ,_.... ...a)'llil 110 ..... die COli d.,...ry. Wall)' 10 t.c 
:: • WA.t.jlaliwoeilow .... • .. ., ............. I '51 t&.jldi¥8..,.-ce. __ .. ~itadleQ>III t>f 

.,..ary (lOft ,.W110 ,.W ..a.t....... II ie rM4id • & ....... ~-ioN-- a 4i~Jen.l.....,._, E-wk. 
diffcnac ...a,_-eM ... ..W....,-am.. • ~..a-'*- ol dMit..,. -..-.. n- ..._ CA'.tllp~nn~ 
COil o( equity._ il 11-, rtMtiiO •• .,.... die,....... ..s.tyiq die Mlllya'a _..,.._. _, llow ~ • vmable 
caa alrect ~...._Tile rillt ...... A DCF ...W.,. ..-;,.. 10 fttioa..,.. _.,.._. A_,. "-ic ,.c•;a...ip • our risk 
prcaUurll ...a,-.* ....... ill ............... --......,._ elM ioa&-4M• u-t)' ,W.W rc-c.. ud-~e of 
dtc COil of eqU, .... 100 .... poia .... ita ........ .,_,.,.... ...... ita • 100 ......... diMac <----., .. ov 
.;-ect COil ol...-ilJ. Si.a.ty. i1.., DCF....,... a-,_ ·• poilll ca..q. ita die~ lfO"'dd nta ,--. ia 
lfP'OWaeld)' I ..... I 'tp poilll ... (--...,...., il- ---~~'Oil of eqUy <w., allodlllf .... --...). 

• Diaiaauishee .... , C!Mflll• • ... .._. ot.._.,... a..,.... ,..oc-~-1 ~~atr ...w pcdor•. ,_. dllofoup ..... ,.u or ct.e 
conpuy lad ill~,...._ •die ...._ ol cr•f n'r uad10 ...,.,.u.. die,.....,... nta ol rcan . 

.. 8uod oo dte ella ....... ita ... llocb. .... lila._, blftetioa 19U Y...tlooll. ~ lJy ..._ AJeocia!•, 1'\c llittorical 
risk,_ ..... ,.._ .. ._.... ...... ~ .._._ .. IMIWia& pwiod n11111ru ol 1M SILP- 110et W1u _.die loald"'& 
period AIUJtaa fill I 20 ,_, Oou11 PI 1oM. TM ra.lt .... ebcwc rwOGC&a a -rbl reltK•. <-~ I) 

•••For rcplacofy l*rpovl, die eo...iaeioa will ....Willa a......,.. CCMl o{ .. u•y wid! 1 rue- o{ 100 tluU po;.u tbo¥c aood below lhc 
midf!Oillt. 
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SUMMARY Of llE1'URN ON EQUn'Y OllD£ItS 

EUiC'TIUCS 

FLORJOA POWEll. 

FPL 
FPUC (M.u'illaM) 
FPUC (FeruDdiM) 

OULF POWEll. 
TAMP A ELECTRJC 

TELEPHONES 

ALL TEL 
CSNTEL 
FLOI.ALA 
OEHTEL 
ouu: 
INOlANTOWN 
NORTHEAST 

QUINCY 

ST. JOE 

SOUTHERN BELL 
SOUTHLAND 
UNrrED 

OA.S 

CENTRAL FLORJOA 

CITY OAS 

FLORIDA P,UBUC 
INDIANTOWN 

MILLER 
PEOPLES 
PLANT CITY 
ST. JOE 

PALM BCH COUNTY 
SOUTH FLORJDA 

SOUTHERN 

WEST FLORJOA 

WATER 1c SEWE.It 

ORDBa oaDEa SUIOCAaY 

1162'7 a... • • 11.65 widl a,.... ttl 11.6S .. ll.6S. 
2:2A90 Sea....,. fllll.J5 to IJ.lS willl a ..w,t. oliUS. 
2tn2 a.. • .a IUS5, willl a r-. oll2.lS5 .. 14.lSS. 
%Z22A a... • • ll.ISS, willl a ..... elli .ISS .. IJ.ISS. 
204$1 ..... - il ,....,_.. Ia 1-. IJ.7SS - .-.pt Cor -.11 rcan, AAJOC, A andl..ce. 
204$1 Ia 198, 13.65- .u.t,t r. _.a ........ AFUDC, A~ Aa-. _, deeUio.l f« 

1990, 1M ..w,t. -u "-': .. 14.55 lew all ,_, 1111 

20517 C.,. ltll-90 ..,...,. .a 14.1S. S... ,.... ell2.1S eo IUS, aidpt ol I US, for aD parpo.. 
21QS7 .__ il ~c-..· • ..-...~ • 13.7SS for 1919. 
22261 S«a ...... olll .95 to IJ.t5 widt a ..... ol 11.9S lew aD ,_..,. ~-
2ZlSl sea n.et olll .:SS eo IJ.JS widt a ....... ol 11.JS few aD f.an ~· 
2m7 sea,..,. ol 11.9S eo IJ.tS widt a~ ol 11.9S Cor aD fwwe .,.,-. 
21474 C.,. -u.p • 14.SS Cor Ita A 1919. 
2227J ~ ,..._ ol IUS &o I lAS widt a ..._ ol 11.9S lew all f~~t~~re ~-

22X7 S.. ...... olll.95 to IJ.tS widt a aidpt. ol 11.9S for aD M¥rc ,.,.,.._. 
m14 Sea....,. olll.95 eo ll.t5 wiD a ..... oii1.9S I« .U f~~t~~re ~ 
20162 ~ ....... plu. Sea .-• l3.2S, llllariq - ., 14 S, oeiiq aftar .a..via& is 16S. 
119S7 Sea r-. oil US to 14.15 lew aD ,.,.,_. 
72JT1 .__ il ,...,-. RMp oii1.3S eo IJ.JS widla ........ ol ll.IS • lor~ only. 

Rl&c- il ~· lall ~ • • 13.9S widt a raaac ol 12.9S 10 14 9" . 
Sea l3.7S aa _..,. lor lew 19a9. 

-sGu . Cortanla., AAJOC,_.....au-~.~~ \~ u ~ 

20636 Sea 13.7S aa aidpt I« taa n1k ~ lew 1919. 
20636 MFR.t ..... fW. Sea IJ.7S aa .udpllew tu nla ,.,.._ for 1919. 
20636 .__.,....,_. Ia tti9,13.7S -~btaanlk~ 
19193 Sea ....,.ttl11.75 eo 14.75 wirll _..,. olll.7S lew cakvl•ilc 0\'Wca,..inp" i.tcri ... 
20636 S... 13.75 aa ...... lor IU nla ~lew 1919. 
11933 ..._ Ml., 13.135 widla....,. ol 11.DS eo 14.DS. 
20636 Sea 13.7S aa ...... f« ta '* ~ f« 1919. 
110S4 lt.lteiMII., U .SS widt a,..,. ol ll. SS &o t4.5S . 

19711 e ........ '.._ cwrtlll a-. r-..a.: coE • tO.l + (t .461Eqv«y a.t.o> n.c COil ot 
acpoity Wlliq 1M lornMIIa il 11 .76S ., IOOS eqvily A I 3 9S S .,; ~" cq•«y or Iowa. 

• lllil ...aedcllc COIIlaias a vuy briel .,__,. ol 1M onla. C.,.. ol doc or-6on 
c:u be obtained (rot~~ 1M Clctit'a otr-. 
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AYDAGa AliTIIOaDD JIID8 ova.,...,~ 
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AUnl .aHD IOND 

UTILITY DOCUI DATil - Y'IILD DIPFD AYOIIOHOS lATlNO 

OTE 170111 2f.Dic.IP ll.JOS t.2:6S ,.,.. De~ M· 

Ala..& attJS u.o.a ., .... 10.4CS U6S ~ BUU .. 

SBT ... IS.O..U IS.»S 

~ 
UK Oa-11 AM 

u-.. ..,... ....... IJ.JOS 2MS , ..... A 

<Aa&clt 161)61 ......., 12.1SS s 1.7lS •-.n A+ 

AJaa.l 150064 ~ 14 .... 10.14S U6S F.ll-k olb8 .. 

c:..ra ISCUG -~ K..JOS ll.IJS l.J7S All&~< I'+ 

AIIMI DOC? I 2Ne.l4 l5.1SS IS.SOS ~.lSS J.-14 Ill I .. 

( SBT I202M 07~1 IS.OK ll.ICS U6S [)&.~) A.A. 

u.-s 110211 n.w.a IS.1SS IU2S .O.f7S I.J-11 A 

Alllll IIOJ26 07...t...a IS..JOS 11.21S ·1.71S 1•-11 :ma .. 
S8T 110015 ls.o-.11 IS.2SS as.ns 0.02S Dec-11 A.A. 

OTE IIOCWS 07..o-ll IUK IUJS o.ns Dec-11 A, . 
------

AVUAOE 

• 1lUI dlaJt ...... lilfenMe ......... -;. td 111 I~ ...... 

ROE ucldi.- 001t tl .-..., __. tlliiiJ ... et .. .._ eldi.-c--..-·, 4ec.dioll. 
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lii'"IIJ Mtp 

A~ 

••••• • ANNUAL A~- .. 
J!!1ill J!llill JIIKU l!!m 

AM Utility 9.51 IO.QS t.n t.JS 

MUU~ity 9.77 10.16 
..,, tS7 

A Utility 10. 10 10.49 9.77 t.'H 

a.. Utilily 10.53 11.00 9.97 U6 

Pn..lt.ltll 1.10 U4 10.13 10.00 

~ 

Papa' (')0 day) 6.10 1.11 9.0S 1.21 

l...oqTcrm 
y,_, Yadd 1.70 9.04 1.51 Ul 

llff'UDOM lADS m 

•u••• ANNUAL AVIiaA.OES ...... 

.!!!1f.g !!HID 

c-IIICC 
Price lladca 3.7 4.1 

ONP DdWc.or 3.3 3.4 

Dow J- Ucilicy ,.,...,. 

(I) Moody's lolld S.rwy, 3112190 

(2) at- Cll.p F"...a.l Focw.uta, Mardi I. 1990 

(3) " dlao£o from prior ,._.. 

(4) Val...c t..M, 312190 

(S) Noc "'-•Miizcd 

'6) WSJ, 3 16190 

JM9 

4.1 

4.1 

771.11 

2161.$7 

116.21 

U.TEIT 
AoCnJAL ('Z) 

~ 

u 

l.S 

17SJ.l 
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.... _ .. 8LUil aap lfiOaiJCAIT ..... •••••••• 

I8COfCD 111111) POUiltR RUT 

QUAitTD QUAiri'D QUAarD QUAaTEa 

JmGl 1lnZl .l!!!m .l!!J.al 

••• t.S 9..5 9..5 

t .t 9.7 9.7 9.1 

1.0 7.9 u 1.0 

1.3 l.l 1.2 12 

............ ltJIB aiD' POII.9CAST ••••••••••••• 

SSCOMD TRiaD FOURl1l RRSr 

QUA.JtTB QUARl"D QUARTER QUARTER 

.l!!m .l!!ml l!!:!al .!!!m 

l.9 4. 1 4.1 4 .) 

3.9 3.9 ) .9 <1 . 1 

PEaCENT f'ERCa(T 

QfN!QE ~ CH Al'tO§(Sl 

77.2S" )31.07 -4.)C" 

26.96" l69S.7 -l.09S 

26.11" l17.l0 -7.SSS 
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TO: 

February 23, 1990 

WAIJl"BR D'HAESELBER, DIRECTOR OF COtoroNICATIONS 
JOI JBHJCINS, DIRECTOR OP ELECTRIC AND GAS 
CHUCIC HILL, DIRECTOR OF WATER AND SEWER 

FROM: TIM DBVLIN, DIRECTOR OF AUDITING AND FINANCIAL{~ 
ANALYSIS f{ 

RE: QUARTERLY REPORT ON EQUITY COST RATES 

Attached are th• resulta ot our analysis reqarding utility 

coaaon equity costs tor the fourth quarter ot 1989 and other 

information on the cost ot equity. Althouqh this report is 

later than us~l-, the estiaates ot the .cost ot equity 

represent the intoraation available as ot November ot 1989 . 

We will provide an updated report tor the first quarter 0t 

1990 in the near future. Paqe 7 ot the report is a bri~ f 

summary ot interest rates, inflation rates, and related 

forecasts. Soae additional iteas that aay be ot further 

interest are: 

Leading econoaic indicators declined 0.4t in 
OCtober, while aanutacturinq contracted in 
Noveaber tor the sev~th aonth in a row. Many 
econoaiste say the sl-owdown is confined to 
aanu~acturing, and is not indicative ot th~ 
strength ot the overall econoay. However, many 
analysts believe additional siqns ot weakness are 
likely to proapt the Fed to lower short-term 
interest rates. 

Fitch Investor Services lowered its rating on 
Florida Power and Light's First Kortqaqe Bonds and 
co ... rcial Paper to •A+• troa •AA-•. Fitch stated 
the reduced ratings reflect weakened interest 
coverage and the added expense ot addressing NRC 
concerns at the TUrkey Point nuclear station, and 
qrovinq construction requireaents. This action is 
consistent with that taken by Standard ' Poor's 

I J '; •) ., 
t:.,' • • ~ 

_j 
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durinq May of this year. At that ti .. , s ' P also 
lowered FPL's rating to •A+• froa •AA-•. 
On page 6 is a chart that shows the averaqe spread 
between the coaaon equity returns authorized by 
this <..o-ission durinq the 1980s anti concurr~.lt 
bond yields. caution should be exercised when 
viewing this chart because of the ~nherent 
circularity and inappropriateness of relyinq upon 
past authorized returns to estiaate current aarket 
requireaenta. The cost of equity is a function of 
investor expectations and risk and not a function 
of previously authorized returns. 

In 1989, as sbovn on page 7, the substantial 
increase i~tbe Dow Jones Utility Average baa 
outpaced the substantial increases in both the ~w 
Jones Industrial Average and the S'P 500. 

cc: Chairaan Wilson 
Commissioner Gunter 
Coaaissioner Herndon 
Commissioner Beard 
Commissioner Easley 
Dave Swafford 
Bill Talbott 
John Slellkewicz 
Dale Mailhot 
Joe McCoraick 
Marshall Willis 
Bill Lowe 
Bob Freeaan 
Economic Regulation Standards Control 
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FLOIUDA POWD 
FPL 
FPOC (NariMM) 

FPOC~) 

OULFPOWU 
TAMPA EUiCTIJC 

TELEPMOH&S · 

AU. TEL 

CENT£1. 
FLORALA 
OEHTEL 
OULF 
IMDIANTOWH 
NORTHEAST 
QUIMCY 
ST. JOE 
SOUTHERH IELL 
SOUTHLAND 
UNITED 

GAS 

CENTRAL FLOIUDA 
CITY GAS 

FLORIDA POIUC 
INDIANTOWN 
MILL£Jt 
PEOPLES 

PLAHTCrrY 
ST. JOE 
PALM 8CH COUNTY 
SO(I1'H FLOUDA 
SOUTH ElM 
WEST l'l.OIUDA 

WATB A S8WD 

20:517 
21QS7 
22261 
mn 
%ZZn 
21414 
mn 
22X7 
22214 
210162 
llfS7 
22JT7 

11716 
21006 
20251 

41006 .. 
41006 .,., 
41006 
11tD 
41006 
11054 

lf'711 

...._ • • 12.6S willa a ..... ol12.6S to lJ.6S. 
s.,_.oliUS to IUS willi a .w,t. ol ll.IS. 

.... • • ll.lSS, wi111 a ...... oii1.1SS to 14.HS. 

...... ll.ISS, wi6a .... olll.ISS 1D IJ.ISS. 

... - il ......... Ia 1919, IJ.7SS ....... lor -.&1 ,..._., AFUDC, "arwillucc. 

.. ._,, IJ .6S .,. .w,t ro. owtnll ,_..., AFUDC, A~ ~ •Y docilioa Cot 

1190, .. ..w,t.,...... '-': 10 IUS ro. all.-.o-. 

C.,. 191140 ...... • 14.1S. s.ta ...... ol ll .IS 1D 14.IS, caidft ollJ.IS, Cot u l .,urpc.u 

... a. il ,..,_. c..l'a ....... Clfl*l• IJ.7SS Cot 1919 

S. .._,.olll.tSIO ll.tS wi11i a~ oi i2.9S lot ell r..... ,..,_.. 
S. ..... fllal.lS to ll.lS wid! a ..... olll.l S fot II flare~-

S. naaeolll.tS to ll.tS wid! a ..... oi i2.9S fot Ill f1ltwe parpoe.. 

C.,. ....... • 14.SS b Ita A 191f. 
._ ..... oiii.4S 10 ll.4S wid! a .w,t. ol ll.tS lor Ill f~ parpoe.. 

S. ...... olll.tS 10 ll.9S wid! a ..w,t. o/ 12.9S fot II ,...,. ptrpoe.. 

s.ta ,..._oil US to ll.tS willa a cUtpt. olt2.9S for Ill r...,.. ~

.................. s.ta ,_ • IUS, ...... ltaiU • 14S, Clailill&aA. lharizt~:. I IJ~ 

S. ..... olll.IS to I.&.IS :. II pvpc~~~a. 

.__ .............. olll.JS to 13.JS wi111 a aidpc. oii2.1S • fot sao~r~-.·• ,,..,, 

---~~~ ......... LAII ..... iM .. •I3.9S ~~ ruccof 11.9S co 14 9S 

S. IJ.7S • .... lot tu nile ,..,_ lot 1919. 

S. ll.SS • .-,c b ,.. nile, AFUDC, aad •rwil.latK.c pu,.._a 

S.IJ.7S•..w,tfDr~a,.._,.,_b 1919. 

.... Wit ..... S. IJ.7S • ..... lew WI nile,.,_ lor 1919 . 

---·....-. le l91f,IJ.7S _...,_.blallnlc~. 
S. ..... f1112.7S to 14.7S wid! ..w,t oi1J.7S f« "*'4""& _,-ailap 6 io1tcnna 

S. IUS • llidpclor tu ,.. ,.,_for ltl9. 

.... • • IS.23S willa a,.... oii2.2JS to 14.13S. 
S. IUS M ... lew tu nile,.,_ lot 191P. 

... -. " ·'" .......... olll.SS ID 14.SS. 

ltN' +rf .. ..,... ........... fonMia· COE • 10.3 + (1.46f&pily a.tio). n.. eo~~ of 

..., ..... lonMia ior 11.7615 • IOOS ....-, 6 IJ.9SS • 40S eqw.iry ott-

• n• toet.We ~a"" bNI __,oldie ...... CGpiel oldlle ...._. 
-be ..... ,_ .. a.t:'t air-. 
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A VEilAOE AU1'1t01UZBD 1:08 OVD BOND YIELD• 

Eleccrica 

AU1'II ...., 
lTI1U1'Y DQIIDr DAft - .,..,., DG'FIJt A~ 

FPl. ltOJlt ao..r..tO 12.105 tMS • ,_,.. o.c.a 
FPl. 'Plt ~--

., ..... 
·~· 

).J2. Afr.., 
T ... 'El ttemS 27-..- IJ .••• 

·~· 
uas · ,.,... 

o.u ao:MO Jl..a.w• IJ.7S ... 10.23S ).J2. .... 
o.u ..,., ....... l l .7SS" ao.sc• ua• Afr-11 
FPl. IICDSS 19-Apr .. l).f~H' •• I CUtS ua• Afw ... 
T_,.El 110156 ....... . , . ., ... 10.2tS ,_, .. Afw ... 
FPC I10DO ou .. a l2.fOC" 10.". .. ,.. .... 
FPC &610H 

·~-
lUGS t.11S J.Xl. N0¥.&6 

t..,.a •150050 ll-Oec-IS 14.SOS IOSTS '·"" o.c.as 
o.at 140016 us.. as IJ.to. 11. •• 1.71. -.as 
FPL D046S t"'-15 IJ.fOS ll.IK 2.71. Ja.&S 

FPL D046S 2:1-o.c-a. IS.f~H' 1J.o1• l.J9. Dec-14 

t FPC 130&10 12-0et-16 IS ..!iDS U .'JOS .. ~ Oca-14 

TampeEI llOOil a7-NO¥-IJ IJ.SO. 12.17. 2.5). Now.al 
FPC 120100 17....., IJ.IS. 14.16. 1 .•• foii..IJ 

<WI 120150 11.-.al lS.IS. 14.14. 1.71. Jae.aJ 

FPL I200f7 22~ as.as• 14..». 1.51S 0.:-12 

T...,. El 12000'7 lo-N..-12 15.75. 11.91. 1.13. Now-12 

01111 1101)6 07..J .. o12 as.as• 16.)2. .0.47S 1111.&2 

FPL 11000'1 21..0...1 as.as• aut• .0.)1. o.:.al 
FPC 100119 %7-J .. -11 IS -'OS 16".11. .0.61. s.a.aa 
01111 100001 05-Mar-11 14.75. 15.01. .O.lfS Mat-11 

T...,.El 100011 17.Qd.IO 14-'0S IUJ. 1.17. Oca-10 

AVIiltAO& l .lt• 

AVEIAOE BXCLUDOfG ROe. SliT ~OP A H1IAIJNO 1.77. -
• ,. diM ........ ~"--.. low -.;c. ....nc tdib. ........ ~ 

ROE Md die COli fllliaiar9' ...... llllily 4* • die..__, .. Coaai81ioa't --.. . 

•• ...... 011 decilioM ...... f..U ...... 
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A+ 
A+ 
AA 

A 
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AA 

A+ 
A+ 
AA 

A+ 
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AA 

A+ 
A+ 
A+ 
AA 

A+ 
A+ 
A+ 
A+ 
AA 
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CUIIIINT AND JIOIICAITID INI'IIBST AND INJILA110N L\TBS 

DmiUI'I'aAftl 

·~ ...... AMNVAL AVDAGa ...... trOY 

J!lftJl Jlllll Jail .111101 

AM UeiDlJ l.ft t.A 10M l.ft 
M UlilliJ 1.30 1.77 10.26 t.2S 
A UtiicJ t..sa 10.10 tOM t.Sl 
.. Utility 10.00 10.51 ll.CIO .... 
rru..a- 1.21 t.to ,M 10.50 

.. 
eo.-cw 
p.,_(304ky) 6." 6.10 1.n U7 

LoqT .. 
T....atJa-1 •••• uo tM I .CIO 

INPLA'I'ION ltA1'U ~ 

-AHNUALA~-

J!H{9 J!I1Hl .11.1& 

eo...- . 
Price a.da l.t S.7 

ONP Dcllaot 1.7 ).) 

(I) MooiiJ"•Ioad ~. 1211118 
(2) Blue Oip r:-..cw Pw..-, D1 1 •• r 1. •• 
(3) " dlllql r ..... ..-,_. 
(4) Velw LiM. IIIIM 
(S} Not MM~~a. 
(6) WSI, 12119119 

4.1 

,.. 

Mllfl 

.,...., 
17S.CII 

LATI!IT 
AC1VAL~ 

lJQOtl! 

1.6 

u 

IWIIR 

277.12 

21 • .51 

116.21 
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u •" • "" n 11.118 Cllll' ~AST •••••••••••u ...... ..x»fD 1111&0 FOUaTII 
QUAR'IW QUAilTD QUAaTD QUA.ItT'D 

J!!D l!IIDl J!.li.'D J!!!r2l 

f. I t.l 9.1 t.l 

... '·' '·' 9.1 

a.o 7.1 1.1 1.9 

7.7 7.7 7.1 7.9 

•••••••••••• ....,. Cllll' FOa&C.AST ............. ...... I800HD 11IIID FOURTII 
QUADD. QUAiti'D QUARTEA QUAATE:a 

J!!IIIZl J!DZl J!SJl .l!2!!m 

4.1 4.1 4.2 4.3 

4.1 4.0 4.0 4.0 

,., .. Zl.1SS 

IUOS 287.5 2A.J9S 

m . ., 2S.4)S 
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yua SAP_. LT~ DIFFIIUNCB .,. ..... ~.,. 

lMf .us .u • 
lt'JID ...,. aus 
lt11 IUS .; ws 
am. It .OS $.1S 
am -14.1S -US 

lf'M ass 4AS 

tm JUS t.2. 

'"" 2US IUS 

am -7.2S ~.7S 

1171 us -US 

'"' liAS .us 
I teO JlAS -4.K ,,., -4.JS us 
ltti 2US 40.JS ,,., 22.SS 0.7S 

liM 6.JS lS.4S 
I tiS JUS JI.OS 1- IUS )US 
I., S.2S ~7S 

20 ftAa AWIAOB MUS 7.ts 

10 ftA& AVIIAOa IS.K IO..SS 

l'l'OCU. IOICDI. a,u. NtD IHPLATION ltll Y'IAUOOit 
IXHMtl C.l NfD C-4 

liAS 
~us 

-I. IS 
l.lS 

fUS .,_, .. 
.Jo.tS 
21.0S 
7.0S ..,. 
7.1S 
IUS 
J6..4S 
4 .7S ...... 
lUS ...... 
l.lS 

.S.t'£ 
7.ts 

us 

S.4S 

• n. .................................. ,..,.....,po!riod 
-. ........... ........, ...................... ~ '· 1917 

_....,ii•D tull.l,..,....,...,......_. ......... e~us. 
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M £ M Q 8 A ~ D U M 

February 14. 1989 

TO: HALTER O'HAESELEER, DIRECTOR Of COMHU~ICATIONS 
JOE JENKINS, DIRECTOR Of ELECTRIC AND GAS 
CHUCK HILL, DIRECTOR Of HATER AND SEHER 

FROM: MARK CICCHETTI. CHIEF. BUREAU OF FINANCE 'fl(t:., {p 
RE: QUARTERLY REPORT C* EQUITY COST RATES 

Attached please find the results of our latest analysis regarding 
ut111ty c~n tqu1ty costs. These figures represent Staff's tst1matt 
of tht current cost of c~n equity for the COIIPanhs indicated. 
Pagt 5 of tht report is t brief sU~m&ry of recent and current interest 
rates. 1 nflatton rattt. and rtlattd forecasts. SOM addH1ona1 Hems 
that may bt of further interest art: 

Tht Ftd 1s txpccttd to increase short-ttnl 1ntertst rates 
tn rtsponst to stgns of acctltrating inflation. Recent Fed 
tightening has pro.pttd tht .ajor banks to ra1se their 
pr1 .. 1tnd1ng ratt to 111 fra. lO.Sl. 

Escalat1ng energy and food prices caused the Producer Price 
Index (the .. asurt of prtc;s paid by wholesalers> to 
incrt&st lT. in January. If inflation continues at that 
pact for the tnt1rt ytar, wholesale prtces will 1ncrease u .n. 
Tht securities rat1ngs of Centel Corporation and its 
rtlattd entit1ts were downgraded in Septtllber fr011 M to 
888+ by Standard ' Poor's. Tht downgrades wert related to 
Centel's anftO'Jnctd 1nttntion of funding its $797 •illion 
acqu1s1t1on of cellular and paging businesses with new debt 
and sa.t asset salts. A rtctnt conversation w1th an S&P 
analyst rtvt&ltd tht S&P rating has bttn updated to A+ 
w1th1n tht last several days. ~y's A3 rating for 
Centtl's telephone operating ca.panies r.-.ined constant 
over th1s period. 



Fe~ruary 14, 1989 
Page 2 

7662F/ls 
AttachMnts 

Tht btllwtthtr 30 year trusury bond 1s currently trading 
at a 9.10'1 yttld to aatur1ty. Blue Ch1o f1nanc1al 
forecasts predicts a rate of 9.101 for the next four 
quarters as ca.pared to a forecast of 9.2251 last quarter. 

S1nce the last quarterly report. slightly higher average 
uttltty stock prtcts caused staff's DCF est1ute of the 
current cost of equt ty to tnch downward. Lower expected 
long-ten~ tnttrtst rltts also resulted tn 1 s11ghtly lower 
rtsk pr .. tu. estt-.te of equtty cost rates. 

cc: Chatn~an Wtlson 
to.mtsstoner Gunter 
Commtsstoner Herndon 
eo..tsstoner Beard 
eo..tsstoner Easley 
Davt Swafford 
8111 Talbott 
John Slellkew1cz 
Dalt Ma 11 hot 
Jot McCon~t ck 
Marshall W111 h 
8111 Lowe 
Bob FrtiMn 
Econoatc Rtgulat1on Standards Control 

2 -· 1 
'I - j • 



QUAlfl.LY •E~f 01 EOUiff COST lAlli f£PUAIT 1 1989 

aoJUSrEo ro 
StAff Elli"'TI Of f~ flfl IAffM«I~ 
IWUfOI ltfCIUIIIO llCif ( 1) tar( Of tlf~• <2) 
•..•........•.•........ .. ............. ....... AUTIIOit I ZED "f• 010(1 

IUCT.IC$ OCf ..• ,. OCf . .. ,. lOt UIIGt STII'V\Al I C. ~u ,,, 
. .. . . . . .. .. . ........ ... ..... ......... . ...... .. ...... . 
fLOIIDA POWE• CAll/A•) u.s 11.4 11 .6 12.6 12.60 . 13.611 
n•L (Aal/AA·) 12.2 tJ.J u.s 12.S 14.60 . 16.60 13.6 20451 
'"" u•ari..-) 12.9 14.0 12.2 1S.2 12.7'5 • 1). 7'5 
f'UC (fer!'llndiN ldl) 12.9 14.0 12.2 1S.Z u.s 2'02Sa 
GUV ..eM• (A/A) 12.4 1J.S 11.7 12.7 14.60 . 16.60 1J.T5 204~1 
l~A ILIC,aiC CAa1/AA) 1Z.1 1J,2 11.4 12.5 1).50 . 1S .SO 13.6 204S1 

TILI'GII ......... .. . 
ALUILL 1S.1 "·' 12.4 1J.6 "·"' . 15 6C 14.80 20517 
CfiTIL CAliA•) 11.6 1J.t ,_, 1J.1 11.1'5 • ,,_, 1S.1'S 1171J 
fLOIA&.A 11.1 14.S 12.4 ''·' 14.00 • 16.00 "·' 1ft65 
GliiTIL (A.Z/M•) 1Z.J 1J.7 11.7 1Z.t 14.SO · 16.50 
GUU 1J., 14,S 1Z.4 1J.6 12.80 • 14.10 14.8 19\69 
UIUMlOWII U.t 14.5 1Z.4 1J.6 12.00 • 12.75 
-TIIIAIT 1J.1 14.S 12.4 tS.6 tl.SO • 16.50 15.3 19165 
CIIIICY 1J.1 14.5 12.4 1J.6 12.80 • 14.80 14.1 18831 
IT • .ICI 1!., "·' 12.4 1S.6 14.00 • 16.00 14.8 1916S 
lOUT ... IELL CAM/AAA) 12.0 11.4 11.4 12.6 11.50 • 16.00 (3) 
IOUTIILAJID 1S.1 14.5 12.4 ,,_, 12.80 • 14.80 11957 
-.1 Tto (Aal/AA) 1Z.J 1S.7 11.7 1l.t \4.7'5 • 16. 7'5 14.5 1972b 

GAS 

CDTIA&. fLOilDA 1Z.6 "·' 11.9 tS.6 12.90 • 14.90 
CIT\' GAS 11.6 "·' 11.9 1S.6 14.75 • 16.7'5 13.7 20636 
fUIIIDA 'UILIC 12.6 "·' 11.9 1J.6 tJ.SO • 15.50 13.5 20258 
GAI.IVILLI 12.6 14.S 11.9 1J.6 12.30 • 14.30 20134 
1110 I AlfTOWII 12.6 "·' 11.9 1J.6 
MILLO 12.6 "·' 11.9 1J.6 14.75 • 16.75 13.7 20636 
'ICIPUI 12.6 "·' 11.9 1J.6 1J.l5 • 15.25 13.7 20636 
'Uirl CITY 12.6 "·' 11.9 1J.6 15.1'0 • 17.1'0 13.7 20636 
IT • .ICI 12.6 14.5 11.9 1J.6 12.1'0 • 14.1'0 13.7 197'93 
; AAJI IEACM au!TY 12.6 t4.S 11.9 "·' 15.25 • 17.25 13.7 20636 
SOUT• fLOIIDA 11.6 "·' 11.9 1J.6 1Z.ZS • 14.Z3 
ICIUT .. Itll 11.6 u..s 11.9 1J.6 14.75 • 16.75 13.7 20636 
"iiT fLOIIDA 1Z.6 "·' 11.t 1J.6 1Z.SO • 14.50 'fiiiiMC 

WUII A11D 11\0 n.t ~t ., ..,tcy ellcalnld ual"l tM cur~ ,..,.,. ... f_..,t• te 1Z.13l at 1001 eq.~l t)' 
.... "·· et "' .... ty ,., •• - - ., , ...... nw current ,.., .... .,.,,. '" CGI • 10.65. (1.41/lc,.~lty .. tiO) 

FOOTIOTII 
......... 
(1) ltaff relt• M • ..,-terly OCI ....,, INI o rllt pr•l• Ma.M to ntiMte the 1-tcw'• req.~lred retUN\ on ~•ty. 
C1) ltaf bllbtlf~ tile _,.,.., _, ucll Ia to fiNt OltiMto ttw l,.....tCN''I ,...,,,..., r•t""' c tilt effect h•e rete) 

and ttMn odj~t diM .,ftctfw rete to tM n.fNl rete .. ,,....,.,.. orty Ntn tilt effect lVI rete. 
(l) TN ,..,.._ "'*I ... 1ft OocUt lo. _,.fl. Ia aplalnld en tM MJlt ..... 
(4) '"' orw. •• diKtl ... - die Nat ..... 

_j 



QUAIT(ILT tf~T a. fOUllY COST IATlS 

OfSCtiPIIOM Of OtOftS 

~Oft 110 . 

204S1 

20517 

""' 

1916t 

11&J1 

11957 

197M 

20114 

Seta 1).61 (fP\ & TfCO) end 1J. r51 (Gulf Pow.~) .. the equtty aldpolnt 
tn the calculation of an ~~all rate of ~•turn, for the aruoc r1t1, and 
for ~~.~rvelttance JlUI'POMS fM 1919. 

Seta 1S.SI .. the alc:lpolnt for' till tea Nil, MN\Intl 11.11'\tllt! -.,;e 
and Afi.IIC for flMida P\.OIIc UtllltiH ... dlvlalon & fernandlne kh 
electric dlvlalon. 

htllblllhel an auttlorhad 101 r~n~~ fM All tel ef 12 .a to 14 .a wlcll 
a ~:c:lpolftt of 1).11 fM at 1 purpo~~~ . 

latablllhel Centet•a IOf ~lthln 1 ran,. of 11.751 to 1J. r5l. 
Provldn tflat In COIIJIUt I"' refundll for 1917 and 1981 the IOh to bl ~~~pi~ 
are U.ZSI.,.. 1S.751, rnpectlvely. 

fatlblllhet 0 ranee of 1S.51 to ''· ''with a aldpolnt of 151 for •ortheaat 
Florida TeltlllfloN bttlml"' 1ft ltll fM all fvt~or~ purpoMt. Provides fM 
the recor-dlne of edit I t 1 ... 1 Olprec I at 1 on for earn I,... ,.aoter t11an 15. n f o.> 1- end '"'· 

leu an 101 c.lll"' of u •. ll fM St • .1oe fM 1911 end 1919. 

rauol IIIIlS a ranee of 14S to 16& vi ttl a alc:lpolftt of 151 for' florala fM 
all future,.,....... Provides for the recordl"l of eddltlonal depreciation 
fM ..,.,,,.. .,...tar tt1an 14.11 for ,,. end 191f. 

leta lCif ranee of 12.11 to 14.11 for Gulf Tel..._. Provides for a r1f~ 
of ,,. oarnl,.. '" eu ... of 14.11. 

leta 101 ,.,.. of 12.11 to 14.11 for Quincy Tel..,_. Provides for 1 ref~ 
of 1981 earntnes In uceu of 14.11. 

lett authorhad IGf at 12.11 to 14 .11 fM 1ll purpoMS. c.- ,.,,,,... It 14.a. 

leta 101 r.,.. of 12.U to 14.51 with a alc:lpolnt of 1S.5l for" calfndar yeera 
19M & 191f fM ~ftad Telaptlorw of 'IMide to be UHd for 1ll ~"· 

Stipulation, lt. Joe .. tur1l Gal. k4!Plant1 the Utltlty•a lilt authorized tOE wlcll • 
,.,.. of 12.JS to 14.JS wlttl a alclpolnt of 1S.11 for' purpiMI of celcul1tlnt future 
owerMmf"" .,.. far MUI"' lnterl• rat ... 

late CIM, Gal,..vllle Gal. Set IOf ~.,.. of 12.SI t o 14 . n with 1 aldpotnt of 13.31 

late c ... , W..t •torldl l&at'l Gal. Set 101 ~.,..of 12.51 to 14.Sl with a aldpoint of 1J.S1. 

In Oodtet ... 110069·TL, die c-i .. fen oat tt1e followf"' lOla for l4lutMrn lell: 
u.n · AutMrfled ,...,. 
13.21 • late S.ttl"l Pelnt 
14.GI • ,.lnt at eltldl aflat'f"' atarta. <601 to ru..-.,.r• · 401 to Southam lell> 
16.GI • Autwfa .. C.lll"' efta~ ..,_,,. 

2 ~ 1 . 
• I • ') 



QUAITUL T l(~f C. fOUl fT COST UTU 

lllfUUT &110 I•'Uflc.l tAfU 
. . . . . . . . . . ..... .. .. . ... .. . 

lllfUUf UfU 

•••••••••••••• ILUI CNI' FOIICASf ••••••••••••••••• 

AWIAGI SICOIIO flU ltD ,QIITII flllf 

•••-•-• ~ AYI:IAGII ••• .-..... .lliiUAif CIUMfU CIUMfU CINl U CkUlU 

198'5(1) 1986(1) 1917( 1) 1919( 1 ~ 1919(2) 1989(l) 19119(2) 1990(2) 

AM Util i ty 11.!ll 1.92 9.S2 9.72 
Aa Utility 12.14 '·" 9.77 9 ... 

A Utility 12.47 9.51 10.1 10.01 10.S 10.4 10. ) 10.1 

IU Util i ty 12.96 10 10.SS 10.SI 

,,,. lat• 1.9 I.ZI .. ' 10.5 10.1 10.7 10. :S 10 

e-re tal 
hper lata 1.01 6.66 6. 7 9 9.2 9 1 .6 a.:s 

Lone ,.,.. 

T r•aewy IOt'd 10.19 1.19 1.7 1.91 9.2 9 .2 9 1 .9 

IIPLATIOI IATII (J) 

•-•-~ AVliAGII ---
1915(1) 1916(1) 1917(1) 

J.6 1.9 1.7 

GW Deflator 3.2 2.6 l .O 

LA fliT 
AC1UoU (2) 

1!211 .. 

4.1 

4.7 

ITOCX I liD I CIS 

············ · 

t2111117 ........ 
I I , SOO 247.01 

Dow ...,.. lrG.atrlat • ...., ... 1931.1S 

Dew.,.,._. Utfllty • ...., ... 175.01 

(1) ~··lond ~ 
<2) ltw Cllfp fiNnCtal rorecMta, ,_, 1, 191t 

CS> S dl.,.. fr• prior ,...,.. 

tl/11111 

117.72 

2161.57 

116. 2.1 

••••••••••• ... ILUI Cll' fOIICAST .. ••••••••••••••• 

5.0 

4.5 

S CMIIGI . ....... 
12.401 

11.10S 

6.4S 

TIIID 
CIUMlll 
1919(2) 

s.o 

4.6 

217/ .. 

29f.6S 

D47.14 

190.15 

fQIITI 

CINlU 
1989(2) 

4.9 

4.S 

FIISl 
QUAilU 

1990\2) 

4.9 

4.6 
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tt1HOI4!DUH 
May 9. 1989 

TO: MALTER D'HAESELEER, DIRECTOR OF COMMUNICATIONS 
JOE JENKINS, DIRECTOR OF ELECTRIC AND GAS 
OfUOC HILL, DIRECTOR Of MATER AND SEWER 

FIK»4: MARK CICOIETTI, Ot!EF, BUREAU OF FIIWIC£"~/G df 4J'j: 
RE: QUARTERLY REPORT ON EQUITY COST RATES 

Attached please ftnd the results of our latest analysts regarding 
uttl tty c0111110n equt ty costs. Theu ft guns represent Stttf' s est1Nte 
of the current cost of ca.on equity for the COIIIP&nits 1 nd1 cated. 
Page 5 of tht report ts a brttf s~ry of recent and current 1ntertst 
rates. tnflatton rates, tnd rtltted fortctsts. SOM add1t1ona1 HHs 
that may be of further tnttrest tre: 

In tht llttst .anth tnflatton grew at a .,rt reasonable 
pact, wtth both wholtstlt &nd consuaer prtcts Advancing at 
1 .,rt IM)dertte cltp than 11rlttr tn tht yur. However. 
prt ct ng pressures uy t nttns tty 1 n tht 110nths &htld as a 
result of the Alaska otl sptll, tht tfftcts of last 
su-.r• s drought, and tht potentt&l for htghtr vagt costs 
growing out of contract negotiations thts year tn tht steel 
And ca..untcattons 1ndustr1ts. 

Interest rites fell tcross the yteld curve dur1ng the past 
stvtrtl wttks as traders reacted favorably to a study 
strtu of econoatc data stgnaltng a slowtng of business 
acttvtty. Prtce tncrtasts have bttn grtattst tn tht short 
tnd of tht yt tl d curve vhtrt rt tts havt falltn 50 to 60 
btsh points. 



May 9, 1989 
hge 2 

St1nd1rd & Poor's downgr1ded Flor1dl Power & L1ght's senior 
stcurtd debt rlttng to A+ fro. M- and senior debt and 
preferred stock to A fro- A+. Standarj & Poor's said that 
1t recogntzes that the ut111ty optratts 1n an extremely 
htllthly serv1ct ttrr1tory 1nd bentf1ts fra. suppcrtive 
r&te ngullt1on Also, overall nuclur operating 
perfonaance h1s been sattsf1ctory desp1te recent 
d1fftcu1t1es with the Turkey Point Plant. Standaro & 
Poor's 1dded th1t the uttltty's qullitat1ve strengths don't 
justtfy .. tntenance of the former rat1ngs g1ven recent and 
1nttctp1ted ftn1nc111 perfonaanci. 

Stnce the lut qu1rttrly report, higher ave.·:ge hltphont 
stock pr1ets drove Staff's est1utt of the OCF cost ot 
equtty for the telephone 1ndtx d:;,wn, wh11t lower average 
stock prices resulted 1n 1 higher stiff esth•ate of the 
cost of equ1ty for tht tlectrtc 1nd gas 1ndtcts. 

I have &ttlchtd 1 couple of U•s that you •1ght ftnd 1nterest1ng. 
F1rst, tht Selected Interest Ritts pub11shtd by Yalut L1nt shovs the 
change that hu occurred tr wtdely followed tnterest ntts over the 
past ye&r. Second, the tndtces and OCF 1n1lyses uud by staff to 
estimate the DCF cost of equity 1r1 also 1ttached . 

7662F 11 s 
Attachments 

cc: Cha1n~an Wtlson 
eo..tss1ontr Gunter 
eo..tss1oner Herndon 
eo..1sstontr 8tlrd 
eo..tssioner Easley 
Dive Swafford 
81 11 Talbott 
John Sllllkewicz 
Dalt M& 11 hot 
Jot McCon1t ck 
M&rsh11l Ht 11 ts 
8111 Lowe 
Bob Freaan 
Economic Regu1at1on Standards Control 
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I., ' I • J 



• • 

tuMTDLY .,_. Cll ICIIIn COlT IATII MY 1, 191t 

JN8f8nt 
ITAI' UTIMn 01 M ... , ..... 
IMITQI --- a (1) "" 01 •n. (I) •....................•... •................. .tUTarJD '" (8(1 ILICTIICI ., ... ,. IC1 . .... --- ocu .... (4) ........• ........ ............. 

'UIIIDA ..... CAaS/A*) 11.4 u.s tt.l 11.1 u • .o . 1J • .O m. (AaS/A*) 11.4 u.s U.l "·' ...... 16.60 11.6 ZOU1 nuc ,,.. .... , u.o U.l ti.S ts.o 12.1S • U.7'S 
MIC CP ....... IMiclt) u.o , .. tZ.J u .• u.s za:z5l U.P PCMI CA/A) 11.1 11.4 "·' ~a.• "·" . "·" 1J.1'S 20451 TWA f1.ICTIIC (Aat/AA) tl.l u.o "·' U.J 13.10 • tS.SO , .. 20451 

TILIPIIIU ...•...•.• 
ALL TILL 11.1 14.S 11.1 tS.4 12.10 • 14.10 14.10 20St7 CDTIL CAJ/A*) 1J.6 U.7 n.t 11.t tt,7'S • IJ.7S 1J.1'S 1171J 
'UIUU , ... 14.S tl.t 11.4 14.00 • 16.00 14.1 19165 IIJITIL CAai/M•) ta.o u.s "·' 11.7 14.10 • 16.10 IUU tl.l 14.1 11.1 11.4 11.10 • 14.10 14.1 ""' IIDIMTCMI 11.1 14.1 

"· 1 
11.4 11.00 • 12.7S 

DfiiAST 11.1 t4.J 11.1 11.4 tJ.IO • 16.10 IS.J 19165 lUI ICY 11.1 t4.J 11.1 11.4 11.l0 • 14.JO 14.J 2014J "·- tt.l t4.J 11.1 1J.4 14.00 • 16.00 14.1 19165 ..,., ... IIU CAM/AAA) "·' tJ.Z 
"· 1 

u.s 11.10 • 16.00 (J) 
ICIITIUID tl.l "·' 11.1 11.4 12.10 • 14.10 18957 WII TD c.AaiiAA> tLO u.s 11.4 11.1 11.50 • 14.50 14.5 1~ ... 
CDTIM. n.GIIDA u.t 14.1 11.4 15.4 11.to • 14.90 
c1n CAS U.1 t4.S 11.4 11.4 14.1'5 • "· 7S U.7 20636 ru:IIIDA IW&.IC u.1 14.S 11.4 tJ.4 1S.IO • 1S.SO 1J.S ~a MI.IYIUI 0.1 t4.J tl.4 11.4 ti. JG • ,, .so 20134 I•IMTCMI U.t t4.S 11.4 1J.4 
RILLP tJ.t t4.J 11.4 1J.4 14.1'5 • 16.7S 1J.7 20636 I'DUJ o.t t4.S 11.4 IJ.4 u.zs · n.zs 1J.7 206J6 fUIITCrn tS.1 t4.J 11.4 11.4 15.70 • 17.70 1J.7 20636 11'.- tl.t M.J 11.4 1J.4 11.70 • 14.70 1J.7 1979] ~ NUl IIACII CDIITY 0.1 M.J 11.4 11.4 tS.ZS • 17.Z5 1J. 7 206J6 IGUJI Pl.CIIDA tJ.t M.J 11.4 11.4 11.ZJ • 14.ZJ ..,.,.. tJ.t M.J 11.4 1J.4 14.1'5 • 16.1'5 1J.7 20636 Wlf P\.CIIDA 0.1 M.J 11.4 11.4 11.50 • 14.50 210S4 
.. m ..... fte -· flf .... ty .-cat ... uat"' tM currwtt 1.-. ... f.,_,le Ia 12.111 et IOOX ~lty ... M.JSI et • -..ttr rette ef 4a ., ,..,. • 

tile ....,... , ......... ,.,.. •••• Clll • 10.65 • (1.41/1411ty •• , •• , PCIImOfU .....•.•. 
(t) lUff reU• • • ..,.urtr ICI .... 8N11 • rtM ~- ...-... te •U•c• tM trweatW'I ,..,Ired rec~~n on ~ICy. Cl) lUff Mit ... die..,.,... ..,. .. m tate ftNt •••--• tM ,,...,_.,, ,...,,,... retum (tJie effeclhe rete) W tNn .,,.,.,tile flffeltlw nee te die MafMI rat. • ,,...,.,.. enty eent tM effective rete. CJ) the r .... ,,.,...., '" llllrill ... -...n Ia ..,..,,.. .. a.e ,.., ,.... 
(4) The ....... .,.. ....................... 

2 :- 1 .• 1 I _, 



• 

-..uTIILT IDCIIT • ICIIIn CDif IAfU 

OUCII "1• 01 CIIDIII 

20S17 

17711 

19165 

,, .. 

11957 

,, 

201S4 

DnCIIPfiCII 
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4/11/11 YDit AGO 

D!ICOOft MD 7.oot 6.00' 

nDUU. nJIDa 10.00t 6.88' 

DIDDD 11.50t 8.50' 

a-IIOJift t'•ULY 1.71t 6.00' 

•• .,..,. '!'!-alLY ... ,. 6.50' 

ao-uaa -r-1101101 8.95t 9.04' 

IOOICBI Value Line Selection ' Opinion, 4/28/89 
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H£HQI81fDUH 
August 18, 1989 

TO: HALTER D'HAESELEER, DIRECTOR Of COHHUNICATIONS 
JOE JENKINS, DIRECTOR OF ELECTRIC AND CAS 
CHUCX Hill, DIRECTOR OF HATER AND SEWER 

FRUM: HARK CICCHETTI, CHIEF, BUREAU Of FIHAHCEJ{C.1r;< 
RE: C'JARTERLY REPORT ON EQUITY COST RATES 

Attached art the results of our latest analysts regarding ut1ltty 
common equtty costs. Thest figures represent Staff's estlml.t..t of the 
ct. rrent cost of coa1n0n equ, ty for the companhs t ndt ca ted. Page 5 of 
the report h a brttf SUIMilry of recent and current tnttrts t rUts, 
tnflatton ratts, and rtlattd forecasts. Soee· addtttona1 tte•s that .. 1 
b£ of further Interest are: 

• 

The Dow Jones Industrial Average has tncnased 241., fr011 
2168.37 to 2687.78, slnct the begtnntng of the yur. The 
bond urket has also ra111ed t~~presshety over the sue 
pertod with the yield on tht tong-ten. treasury dropptng to 
8.15'1 froa approxtutely 9.01. Addtttonalty, the priM 
rate vas rtctntly lowtrtd to 10.51. fro. 111.. Many capital 
urktt Indicts are at or near thetr a11-t11Dt htgh. 
Consequently, tn staff's opfnton. utfltty common equity 
costs art at or near thttr lowest level In ten years. 

The econo111 conUnues to send •htd signals wtth sentt~~ent 
stt•lnyly changing dally froa recession to stagflation to 
•soft- andlng. • However. In general, tt appurs Fed 
actions have. at least for the tt.. betng, .aderated 
tcono.lc growth and curbed tnflatfon. Stay tuned. 



. . .. . Quarterly Report on l~~tty Cost R&tts 
~8723f) August ll, 1989 · 

St&rttng wtth thh quarterly rtport, Staff vtll Include cost of equtty numbers that reflect tht ust of an annually compounded DCF 110dt1. Tht &nnua11y compounded modt1 tgnorts tht fact that tnvtstors rece1vt d1v1dends quarterly. Stnct the annually compounded 1110del does not product tht tfftcttvt requ1rtd rate of return tt 1s tnappropr1att to make an •effectht rate to nom1na1 rate• adjust~~tnt. Thtrtfort, the results show" for the annual model do not tncorporate any •compound1ng• adjustments. At current levels of requ1red returns, <see page 3) the d1fferences between the two approac~es art vtthtn 20 to 40 bas_h potnts. 

HC/lh 
cc: Chatr~~~n HUson 

Commtsstontr Gunter 
Commtsstontr Herndon 
Commtsstontr Beard 
Commtsstoner Easley 
Dave Swafford 
81 11 Ta 1 bott 
John Slemk.ewtcz 
Dale Ha11hot 
Jot NcCormtck 
Marshall N111h 
8111 lowe 
Bob Freeun 

. .. 

Econom1c Regulatton Standards Control 
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fOOT.OTII 
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In the celcvletfan flf ., ..,.,,ll rete of rth.rn, f~ tile Afi.IX: rete, 8nlll 
fer ..-wtllence ...,_...fer ttlt. 

leta tJ.51• die •l-Int fw the taa rvfe, eomf,..a turvelllenu 
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electric diYitfM. 

bto tne, f~ ...,IIMI DfvltiM. htlbllahed en ICX ranee of 1l.UI 
t o 14. JSI, with • •l-Int of tJ.JSI. 

lltoblllhet en Mtlwhld 101 , .... fw Alltet of 1Z.81 to 14.81 with 
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are tJ.Z51 n 1J.75J. '"f!Kthe&,. 

htlbUthot 1 r~n~~ ef tJ.SI to t6.SivltJI 1 al~lnt of 1~\ fw lklrth~•• 
llwlcll Totephanl betlmfne In 1PII for 111 future PM"PPO"· Prwl .. fw 
ttle ....-dine ef ldditfiiNI dtflreclatiCift for eaml,..a treetor then 1S.JI fw 
1 .... 1 •• 

leta 1ft a cell I,.. flf t4.11 for lt. Joe fer 1981 end 1M. 

fltlbtllfln • ,.,. of 141 to 161wlttl 1 al.lnt of 151 fw florala fer 
all futuro~. 'rovldls fw 1M rec«dl,.. of eddltlorwl drpreclatlan 
fw earntn,. .,..,.., thin 14.11 fw 1981 end 1M. 

leta Mil ,.,... of tZ.II to 14.11 for ~If Tel~. 'rwldn '"' • '''""' of ,,. eaml,... In uuu of 14.11.. 

l ett Mil ,.,... of tZ.a te 14.11 fot' Oulrcy Telt:phcne. PrwldH for • refll'd 
of ,,. eeml,... In uceu of 14.11. 

leta audlorlud 1101 at tZ.II to 14.a fot' oll p.rpatft. c..- wernlngs ec 14.111. 

leta 1101 ,.,... of 1Z.51 to 14.51 with o aldpolnc of 1J.51 fM calender .,..,... 
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owreatnlftll aRf fw aettl,.. lnttt'l• rat•. 

leu 1J.7'1 • die •lqaolnt In 191f fw tu rvto p..rposes. 
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Olentea ~lrcy'a IUttlorlzod , ... to 1Z.JI • 14.JI wltll a alq,olnt of ll .JI. 

In D«.tet 110. 180069-n, tile c-tulon tot 1M fe&lowtre a«a fot" SOUthern lelh 
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tJ.ZI · late lottlnt Point 
14.01 • Joint ot allldl lflwlne ttartt. (601 to rat~ • 401 to Southem hl D 
16.01 • Audlerlzod Colllnt efter INti,.. 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Petition ot Gulf Power ) 
company for an increase in ill ) 
rates and charges ) 

\"'~' )!.03' ~\' I tHl\ 14'-.-El 

Oate f \ lf\t\: \ ' ' \ P u,, 

Certificate of Service 

I HEREBY CERTIFY that a copy of the foregoing ha s been 
furnished this 18th day of october, 1990 by hand delivery or u.s. 
Mail to the following: 

Jack Shreve, Esquire (by hand) 
PUblic Counsel 
Florida House of Representatives 
The Capitol 
Tallahasoee, FL 32399-1300 

Robert Vandiver, Esquire 
Michael Palecki, Esquire 
Marsha Rule, Esquire 
Florida Public service commission 
101 East Gaines Street 
Tallahassee, FL 32399-0863 

Major Gary A. Enders 
HQ USAP/ULT 
stop 21 
Tyndall APB, FL 32403-6001 

John W. McWhirter, Jr., Esquire 
Lawson, McWhirter, Grandoff ~ 

Reeves 
P.O. Box 3350 
Tampa, FL 33601 

Joseph A. McGlothlin, Esquire 
Lawson, McWhirter, Grandoff & 

Reeves 
522 E. Park Avenue, Suite 200 
Tallahassee, FL 32301 

Richard Chais 
ORI, Inc. 
1375 Piccard Dr1ve 
Rockville, MD 20850 

G. EO 0 
Florida Bar No. 261599 
JEFFREY A. STONE 
Florida Bar No. 325953 
TERESA E. LILES 
Florida Bar No. 510998 
Beggs & Lane 
P.O. Box 12950 
Pensacola, FL 12576 
( 904) 4 32-2451 
Attorneys for Gul f Power Company 
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