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CD'rUICAT& OJ' BDVl:O 
DOCXaT .o. 970410-ax 

I BZRZBY CDTXFY that a true and correct copy of Flor1d~ Power 
& Light Company • s Rebuttal Testimony o f Hugh Gower has been 
furnished by Hand Delivery (• ), U.S. Mail and Courie r ( '' ) , and 
U. S . Mail (••• ) this 3rd day of November, 1997, to t he following : 

Robert v. El ias , Esq. • 
Division of Legal Services 
FPSC 
2540 Shumard Oak Blvd.l370 
Tallahassee, FL 32399 

John Roger Howe, Esq .• 
Off ice of Public Counsel 
111 West Madison Street 
Room 812 
Tallahassee. FL 32399 

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

Richard J. Sa lem, Esq .•• 
Marian B. Rush, Esq. 
Salem. Saxon & N1elsen. P.A. 
P.O. Box 3399 
Tampa . Flor1da 33601 

Peter J.P. Br1ckf1eld. Esq. •• 
James w. Brew, Esq. 
Brickfield,Burchette ~ R1tts 
1025 Thomas JefferJon St. ~H 
Eighth Floor-West Tower 
Washington , D.C. 20007 

Matth~ M. Ch1lds, P.A. 
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I 1 BEfORE THE FlORIDA PUBUC SERVICE COMMISSION 

2 FlORIDA FOWER & UGHT COMPANY 

I 3 REBUTTAL TESllMONY OF HUGH A. GOWER 

I 
4 DOCKET HO. 97041G-EI 

5 NOVEMBER 3, 1997 

I 6 

I 
7 

8 

I Q Q. Please ltlt. your name 1nd eddreu. 

10 A. My name Is Hugh Gower and my address Is 195 Edgemero Way. S .• Naples. 

I 11 Florida 341 05. 

I 
12 

13 Q. Have you prevloully filed direct teaUmony In tllll Pfoceedln.g? 

I 14 A. Yes, I have. 

15 

I 16 Q. What II the purpoee of your rebuttal tlltlrnony? 

I 17 A. The purpose of my rebuttal testimony Is to raspond to certain orronoous and 

18 misleading 8SS8ftlons c:ontaned in Mr. Mall< A. Cloche ttl' a testimony on be hall 

I 19 of AmertSteel Corporation. Also. I wtll point out how hla conduslons 

20 mscoostrue the purpose of the plan contained In Order No. PSC·97·0499· 

I 21 FOF-EI and Ignore key l ldl u welt as ltle benefits to customer& who will be 

I 22 earvect by FPL for lhe longet term. 

23 

I 24 Q. What erron10u1 IIMI'IIone doea Mr. Cicchetti make I bout tM plan? 

I 
I 



I 
I 1 A. Fnt. tk. Clccheai11SS8f11 (page 7.ttoes 11·13 and page 15. lines 21·23) that 

I 2 ~plan Blows FPl to ace a'a 1118 8Jp8flS8S 1t1at are 8PI)(oprla181y alltlbutable 

3 to full.n periods ... • and that the putpOM of the plan Ia to eliminate • ... pol8ndal 

I 4 stranded costs." (page 16, llnes 7 ·8). These assertions complet'lly fall to 

5 recognize that depreciation reserve deficiencies, foul! plant dismantlement 

I 6 reserve d8llclencles, n..dear plant decommissioning reserve dt.~:Oeocles and 

I 7 prior years' Income tax flow ltlrough amounts ·• the majOrity of Ule costs 

8 addraeaed by the plln - are al 00111 which 819 8ttJtxltlble to oriQ< yeara. Had 

I 9 lnformdon been available at the tlme, FPL (with the Commlssloo's approval) 

I 
10 woUd have recovered these costs In pnor years. Slnoe these costs we·e not 

11 recovered In prior yaars, they remain to be recovered now. and the plan 

I 12 proposes to correct lor tho prior cost underrecoverles as qulddy as 

13 economically practicable. Misunderstanding the na1Ute of these Items would 

I 14 be a preroqulsll8 for asserting these Items • ... are approp~lately attributable to 

I 
15 future periods." 

16 

I 17 Second, M-. Clochettra assertion 1t1at the purpose of the plan Is the etimlnation 

18 of potantlaJ snnded C081S Is nott*lg but an \A"lSI4)pOrt8d lnt&rpfetadon. As the 

I 19 Commission's order states, the plan addresses prior cost unclerrecoverles. 

I 
20 Neither does Ordef No. PSC-974499-FOF-EI mentlon stranded cosl8 nor has 

21 81ly de18rmlnatlon of sttanded cost5 been made. 

I 22 

23 Q. Ia Mr. Clcchettt'l claim (peg8 7, llnM 13-15) that the plan ~ ... remov81 

I 24 lnc.nUvn for menegement ettl~ncy Inherent In t....clltlonat rsternaklng 

I 25 pracUces •.• " correct? 

I 2 

I 



I .. 

I 1 A. No,~ to MI. Clochelll's dalm, the 1equlrement of the plan Is that FPL 

I 2 l'llCXXd addldonal 8llp80I8S wt'ictl, based on the experienc6 In 1995. 1996 and 

I 19971rder Order No. ~1-FOf..EI w!B be significant In amount. The 3 

I 4 effect of this requirement Is that the Commission has ·captured" these 

I 
~ amounts of potentlal revenue growth lor the customers' benefit and Chat 

6 revenue growth Is lherelore not awllable to offset expense Increases. This 

I 7 heightens - not eliminates - the pressure to control expenses or suffer 

8 earnings below authOrtzed levels. Operating expenses applicable to base 

I 9 rates Include op«atlon and maintenance. dllpi'8Ciatlon, texes other Chan 

I 
10 h come and Income taxes. Of !hose categories, operatJons and maintenance 

11 IDipGIIS8S are the only OOS1S controllable by management In the s.'lon run. But 

I 12 since operations and maJntenance constitute only 42% of the total. this task Is 

13 more daunting than It might seem to the unlnfo;med. Further. Mr. ClccheUJ's 

I 14 assertion Ignores the substantial efforts or FPL's management. now ongoing 

I 
15 lor several y88111, to control and reduce Its costs. These efforts have reduced 

16 operation and maintenance expenses lor 1996 below 1968 levels while FPL 

I 17 produced 31% more kilowatt hours and served 20% more c:ustomets. These 

18 efforts have also reduced debt cost rates 17'% from 1968 to 1996 wtllle FPL 

I 19 met the need to lnc:reue total Invested capital by more Chan $1,250.000,000 

I 
20 - and avoided any Increase In base rates- during that same period. 

21 

I 22 a . Wllln\plementatlon of the Commlaalon'a plan In lhla doc:ut result In FPL 

23 haYing ·u~le rete•" u Mr. Cicchetti clalma (~ 7, 11ne 17)? 

I 24 No, It will not. Aa Mr. Clcchelll himself notes (page ti', linea 21·24), FPL's 

I 25 ra.tes STe Pfesently low relative to Florida and the Soulheast. Beyond that. 

I 3 

I 
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19 
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aoc:ordlng to IUIV8yl of the Ronda Electric Cooperallvo Association ano the 

Aorlda ~ ElecOtc Association, FPL'a rates 81e below the average rates 

for Florida's municipal and cooperative electric dlstJtxstors - none of wllk:h 

has federal or stata Income taxes as operaUng expenses as does FPL. In 

addition, surveys by the Public Utility Commission of Texas and Juckaonvlllo 

Electric Au1hOrl!y shOw FPL's rates 8/e low9f than many ut!loues lOCated 

outside the Southeast 

Further, although FPL'a aurvamance reports are continuously audited by the 

FPSC Sta". no maJor questions regarding the allowabllity of expenses has 

been rals8d. Thll, together with eamings within the Commlsslor's allowed 

ranges, suggests rates 81e reasonable. 

Since ISlder the CommlssJon'a plan In this d()d(et FP;.'J rates will not change. 

they wiD remain reasonable - not become unreasonable. 

Q. 11 Mr. Clcc:hettl'a claim (pege 7, lines 17-18) that tha plan will r .. utt In 

•uc:eulva comJ»nuUon" to FPL correct? 

A. No, It Is not. As the ComrrWalon and Mr. Ck:x:helll are both aware. under cost· 

based rate regulaUon, Investors are entltlod to ·return or and ·return on· the 

capital they provk:le. By definition. "cofll)ensatlon· cannot bo ·excessive· 

..nea the retums achieved on tnvor.tors' capital 11 beyond reaeonal>le limitS, 

usulllydenotld by the aDowecl rate ol return. As should be obvious. the plan 

In this docket dMII with the •return of" Investors' capital. And tho additional 

11xp11 aes r1001dod by FPL pum~antto the Commlaslon'a directives In Dodtet 



I 
I 1 No. 950359-EI and which may be rQCO(ded pursuant to the directives In this 

I 2 doc:bt have not. and will nol. provide any adclltklnal ·return on· the capital 

3 ptOIIIcled by FPL's lrllieclota. Whltlhe adcitloo'lal r900fded o>:penses have and 

I 4 wiD provide It the "return or Investors' capital. The only affect the addltlonal 

I 
5 expenses racon:led under the plan have had Of will have on co~nponsatloo to 

6 FPL's Investors .a to reduce lt ... unless FPL's management can suoceed In 

I 7 controlling the Company's othef expanaes and avoid reductlon8 In achieved 

8 oarnlnga below authorizAid levels. 

I 9 

I 
10 Q . Mr. acd'lettlltatea (liege 7,11M1 17-19, pege18, lines 16-23 1nd peoe19, 

11 linea 1-8) that the pW!In this docket w .. . rnul .. ln ... lnte~nef111ionsl 

I 12 Inequity." Ia thlt correct? 

13 A. On the contrary, thla plan corrftd$ "lntarganorat.onallnoqulty". As Is obvious 

I 14 from reading Oldef No. PSC..97-o499-FOF-EI, the majority of tha Items 

I 15 addressed by the plan repfesent COS1S which should have boon r1100vored In 

16 prior years when CUIIOfnor& received the service to which tho costs relate. 

I 17 (Spedllcaly, I refer to depreciation res8MI deficiencies, prior year Income tax 

I 
18 flow through amounts, nuclear plant decommissioning and lossll plant 

19 dlsmantlemenii'8S8fVe dallclencles.) As to lhase costs, tho ·lntorgonoratlonal 

I 20 lnaqulty" has already occurred and, H not corrected by tho plan, would only 

21 become more lnequltablo. 

I 22 

I 
23 Yet, the ody Item Mt. Cloche ttl aeems willing to dlscu111 In connec1lon with 

24 "lnt~ equlry" Is the coat oJ reacqultitlg high cost debt ·• tho only 

I 25 Item covered by the plan IOf which ·tntergenoratlonal oqultY Is tho least 

I 5 

I 
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applicable. 

Q. Why Ia •tn~11onal equity" leu applicable to the coat of 

reacqulrtng debt than other ltema covef'ld by tha plan? 

A. The mU1 point of equity relatad 110 the cost of lllliOQ\Jirlng high cost dobtls this: 

UlC8 QJStQ IIII'I wiH get the benefit of lower OGbt costs, Investors ate entitled 

to recovBI" the capital they have provided to finance the reacqulsltton. The 

question ol when Investors get reoovv.y and when and how much benellt 

C1ntomera get Ia lea a111cal. This latter aspect Is rellectod In diffc•ent 

Commls&lon declslona which have altema!lvely directed (a) lmmedlale write· 

ott, (b) lmmedlale write-on lor part and amortization lor part. a.nd (c) 

amortlzatloo ovBI" tho remaining lite ol the reacquired socurll) . 

Under the •amortlzatloo over tho remaining Ute· plan. lnveslors· capital 

rec:oY8I)' Is elfect8d CN8I pe1t1aps 20 years and customers benefit lrom part or 

the savings (red-.JOed Interest less reacqulsltlon cost amortization) from the 

dale of the rCMIClQUIIsldon. The plan In this OOd<et would merely ettoct recovery 

of Investors' cap11aJ nu::h 1100011t - wi1tlout Increasing FPL's rates •• and lower 

capital costs Included In coat ol &&rVice by ellmlnatlng the AmOrtization of deb, 

reacquisition costa. This proaerves the main point ot equity roloced 10 the 

treatment of debt reacquisition costs. Investors still recover their capital anG 

customers ltll get the lntBI"est savings but the full lnlorost savings will be 

reflected In a raduoed IX41 ol aaMo8 800118(. This result Is achieved by the 

Commlsalon'a action which not 00)' malntalns rate stabiUty but also towers 

tvture 00111 by aJ1owto0 the recxJvery of cap/laJ Investments which nna.lCed 

6 



I 
I 1 ~ o4 debt on an aoc:eklta18d basis as It has In selactaG :~!her cases. 

I 2 

In wt.t oltllf cues ha the Commlulon allowed ac~leratotd recovery of 3 Q . 

I 4 ~Investment? 

I 
5 A. The Commission has allowQd recovtJry ol capital Investments on an 

a aocela-atad basis In casos where such capital investments provide savings to 

I 7 customera and sucnlnvestmenta are not covered by base rates. A good 

8 9JC8I'Il)le Is the 01 Bad<out Cost RecoV9fy FIICIDr apprOY8d by the Comrrisslon 

I e In Older No. 11188, dated September 23, 1982. This rule was designed to 

I 
10 9flCOIJ'II09 reduced relance on expensive oi-fired generation and directed that 

11 two·thlrds of the ·otvnon-olr savings from eligible projocts be recorded as 

I 12 additional clepfedatlon, thus accelerating the recovery of caplta.llnvestod In oil 

13 badtout projeds. All extooslon of this policy was reflected In Order No. PSC-

I 14 94-11 06-FQF-EI illued September 7, 1994. In that decision tho Commlsslon 

I 15 approved FPL'a recovery through the Fuel and Purchased Power Cost 

16 ReooY8ry Clause of the cost of convening two of Its generaUng units to have 

I 17 tho capablity to bum Orimulslon. S!mllat to Order No. 11188, this decision 

18 diladed that one-half ol the associated fuel savings be recorded as additional 

I 111 depredation. 

I 20 

21 Slmllatly, the Commission has au!tlortzad acx:eleratad recovery tt1rough the 

I 22 Fuel and Purchale Power Cost Recovery Clause of to.v cost of plam 

I 
23 modlflc:a!lons which result In algnlflcant savings In fuel COS IS. Recovery 

;u pec100s are er:x:elerated over u UUie as abc months. Exa~es would lncJude 

I 2.5 Order No. P5C-95-0450-FOF·EI In wtiJch the Coonmlsslon authorized FPL's 

I 7 

I 
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I 
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recovery of $2,754,502 of plant modl1lcalloo costs during the April through 

Septerrber 1995 period. I.J<ew\sa, In Order No. PSC·97·0359·FOF-EI, the 

Commission au1tlortz8d recov811es of plant conversion and modUlcatlon costs 

by both F1oltda Power Corporatlon (•FPCj and FPL In FPC's case. recovery 

was aU1hOitzed over 6 years and In FPL'a case over 3 years. 

lh8 Commission has aJao approved peyment:s to qualifying facilities by utilities 

JUSU8n1 to standard capacity and anergy purchase contracts. Paymerrts may 

commence at any time attar the specified early capadty payment date (an 

approxmatlon ol the lead lime required to site and cvnslluct the avoided unh) 

and before the amlctpated In-service date of tho avoided unll Such 

~ ara recovatable currently by the utility undor tho Capacity Cost 

Recovery Clause. 

In each case just cited, the Convnlsskxrs apf)foval of acoelorated capital 

recovery meant lncteased amant billings to customers. In contrast. :h9 

accelanlted ffnJYfJtY ol debt reacquisition costs directed In th<s dodlet Will not 

require price changes. 

a. Mr. Cicchetti arguu (paoe 16, lin• 9-19) agalnllt meklng the caplt.l 

I'ICOVII')' con-ectlone In the manner pro poNd In thla dockGt becauae tho 

book valut (coat .... accru.cl depracll1!on) of FPL'e nuclear l'nd foutt 

get...-.tlng unltlll ~*ow lnduatry avel'8ge book valuaa. Ia thla relevant? 

A. No, neither the I8Ct that the boolt value of FPL's nuclear and fossil generatng 

units Is below lnctustl'y averages nor how well·suhed FPL may be to meet 

8 
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future COfT'C)elitlon are telev81lt to the Issues In this docket. 

The relevant Issue regarding depreciation ol FPL's genera tlng units is 

(regardless of their cost) how much should have been depreciated as of the 

date of the last required cofl1)rehenslve depreciation study. Staff's 

calculallons show lhat at January 1, 1994. FPL's generating units were ·under

depreciated" by $235,642,000. 

Wll1e the lnfonnallon Mr. Cloc:hetll dt8s here Ill a pos!Uve statement regarding 

FPl 's ablty to manage Its c:onstrualon costs which should please those of Its 

cus1om8r8 c:onc:emed wt1h the price olelectrlcl1y. FPL's relative position in the 

lnoustry Insofar as axpost re to competition Is lrrelevan: :0 proper depreclatlon 

accounting as long as FPL remains subject to cost-based price regulation. 

Q. Pleue respond to Mr. Clccllettl'a cblm (page 14, lines 21·23) that 

depc-eelatlon reMrve derlclencl• are normally corrected over the life of 

the u.aocll*l facilities. 

A. While there are many casus In which the corrections are made over the 

remaining 1118, there are also numerous cases (dted in my direct testimony 

and no1 repeated here) In which the Commission has made such corroctlons 

over much short8l' periods. Funher, making such corrections pr.>mptly without 

c.flanging prices seems prudent because It avoids corrpounelng risk 

assoctated wfth future uncertainties by deferring known deficiencies to future 

p&Oods. 

9 
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Q. 

A. 

Q. 

A. 

.... Clc:chetU argue• (pege 26,11nea 9-11) that "therelo no demonstrated 

nHd to allow the wrlla-otf of. .• raa.rve deficiencies ..... tor nuclear plant 

decommlaalonlng and foul I plant dismantlement Ia thla true? 

No It Is not The clomonstratlon ol this need Is evidenced by the Commission's 

orders approving the aoc:rual rates lor these costs. According to Order No. 

PSC-95-1531-FOF·EI at the dato of the latest decommls&lonlng CO!t studies, 

the 86lknal8d arnlfll COC1 had Increased 77% ov9' rtle estimate made 5 years 

eatlur. FPL's nudeat ~.flits, on average, have been In service lor 50% ol the~r 

estmal8d ~ lvas, but at Oeceiilber 31, 1996 the decommissioning reserve 

amounted to lesa than 12% of the estimated total future expenditures to be 

made fof ~ COS1ls. The need to address this reaerve deficiency 

Ia rather obvious. A &lmllar but smaller problem exist.. lor lossll plant 

dismantlement since aoc:ruals wore not begun until 1987. whllo tho ln·servlce 

dates of many of the units was 20 years prior to that. Faced with this 

knowledge, It would be lrresponsble to delay correction ol t.hese 

underrecovetles u Mr. Clochetll suggesas. 

Mr. Clc:chettl furt1lef argues acplnat the plan In thla docket (pege 17, linea 

7·17) on the betla that New England Electric Syatem ("NEES'1 recently 

sold 4000 JlfW of get'IIB11ng UM1a at a price which auggeata tho v111ue of 

FPL'a generating aaaeta Ia " .. .almott $3 billion over their book value ... Ia 

thla true? 

It Is true that NEES recently contracl8d to seU 3,962 MW ol lossll and 

h)droele ::tl\: generating le<::illtle$ and 1,155 MW of purchasod capacity to US 

Geheiatlng Co. (a ll'lbslcllary of Pacific Gu & Eledrlc Co~any) tor a price ol 

10 
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$1.59 biDion Of $311 per t<W. WhUe this ls ltU8. his neither relevant to the 

lsaue8 adcteslad by the plan In this docK8t. nOf tnJe ttl a til suggests that FPL ·s 

generallng assets are undervalued. 

Q. Why d~ln't the NEES 11le euggut that FPL'I generating a11eta are 

undervalued? 

A. First. the NEES aale wu motivated by the 18rms of the Industry restructunng 

plans In the states In which i1 opera18-. The 18nns of the restructurlr.g plans 

may affect values. but alnce lh8(e ar!l no Industry restruclllring terms 

applicable to Aorida, no valid Inference can be drawn. 

Second, generating assot competlllva values In NEES' service territory are 

Influenced by the costa or values of COfll)8tlllve power sources. Whatever 

those are In New England Is very likely to be U!fferent from the oosts Of val•ms 

of ~~• powar which might become available In Florida. 

Thirdly, the marginal operaung costa of the generating auets In question 

l8laliv& to lh8 oe»11 of competitive power souroes tnnuance values. We don't 

know the C4'8'alJ"'I COliS of the generaq assets NEES sold. but wo do know 

that the operating oosta of tho 1 ,167 MW of hydroelectric generating capadty 

NEES sold wiU be IUbaUinllally dtftorant than the oper~•lng costs of ~ of 

FPL'a genemlng units. 

For al of theea t~. lhl prioe realz.ad by NEES C8Jll'lot be "ttanslatad" Into 

a value fOt FPL'a generating uae1a u Mr. Cloc:hettl auggasts But more 

11 



I .. 

I 1 ~. whatever t'le NE ES sale does suggest It Irrelevant to this 

I 2 proceeding. 

3 

I 4 Q. Why would Y1lluM auogested by NIH of other utllltlee gene111Ung aueta 

I 
6 ba lrrelevent to thle prcx:Mdlng? 

8 A. Because, u potnted out oaJIIGr, this proceeding deal& with Issues ot cost 

I 7 recoveries under the tenns of cost-based price regulation. Only historical 

8 tecoded costs and capital Investments enter Into consideration ... not maJket 

I 9 values. But If Mr. Clochettf's asserted marllet value lor FPL's generating 

I 
10 useta were correct. those of hi r.ustomers concerned with ei8Cirlcfty prices 

11 - Including Amefllteel- should be delighted with the bargain j:'rovlded by 

I 12 original cost-bued priCes. 

13 

I 14 Q , DoM tt• MUll ... by Relou~ Dell lntemaUonal, Inc. ("ROI'1 that FPL'I 

I 15 ....U .,. undervelued by nearly 1800 million 111latlva to tMir expected 

16 VU. In 1 COI"J\9Ift!IM generation markl1 cited by Mr. Clcchaltl (a taring at 

I 17 pege 11, line 111) provldt lllleVIInt dl1a to thta prOCMdlng? 

I 
18 A. No, It does not. Thla proceeding, contrary to Mr. Clochetll's assertions. does 

111 not deal with stranded costa 001 rethef undenecoverles of historical costs In 

I 20 prior yeara 

21 

I 22 Just to set the reconl atralght. estimates of Wanded costs havo txK>n 

I 23 ptbllshed by Moody's lnveatora SoMce. Resource Data International. and 

24 Smith Blmey, to name a lew. The estimates vary, ranging from RDI's 

I 25 "negat!Ye" llranded COlt of $895 miPion to Smlth Barney'S Slfanded cost 
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exposure estimate of $2.698 billion. Each or the studies Is based on cenaln 

assumptions and estlmat88 and ltlelr II<XlJracy depends on how dosely 

S~Ciequent d&Yelopmeuta oooespond to those assumptions and estimates as 

wea as the representatlonallaltllfulness or ltle Information used In undertylng 

calculations. 

No detenni\8llon of stranded costs has been made. nor can It be made at this 

time. 

Q. Mr. Cicchetti further cr1tlclzu the p.n (a1artlng at pege 25, line 2A) aa 

allowing FPL to • .•• manipulate Ita eamlnga and achieved return ... " 111d 

auggesta FPL mliJht • .. .Incur an expenM the C<.mmlaalon mliJht not 

normally allow ... " (pege 21 , llnet1·7). Are theM cr1tlcllma valid? 

A. No, !hey are not valid cr1tldsms. Rather ltley are desperata. unsupponed 

clams made when no real aJStorneri*'BPecUve complaint about the plan can 

be lden!llled. What poss"'e moltve WOtAd FPL have for Incurring ·unallowable" 

or "ltlegltlmate• expenses lnste.ad of the wrlte-offs aultlortzed by the plan (as 

Mr. Clochelll suggests on page 21) when a major focus of ~nagement lor 

several years hu been to control end reduce coSIS? The obvious answer ls 

•none·. (Even If FPL vl8re so motivated, FPL'a eannlngs and expenses are 

subject to ongoing continuous review by ltle FPSC Staff.) And tne 

Commission's ptovldlng FPL some nexlblllty along wlt.'l the requirement to 

record subatan1lal additional GJPena&S Is a far cry from "allowing FPL to 

manlpulale Ita~. The Ccmmlsalon's policy (evidenced by orders dteci 

in my ella tastlmony and no! rapeated heol) ol providing for recovery of costs 

13 
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attributable to prior years ·as last as eoonorncally practlc:able· wisely 

recognl1es the need to allow reasonable eamlngs to Invest (I( a. That policy 

lu1her •eoogutzas 11\al lnconslstant eanings signal·rtsk· to Investors and such 

a signal would have adverse llfllllcatlons to the cost ol capttal. Insofar as Mr. 

Cicchetti's dalm that FPL might attllfTl)t to ·manago· Ita eamlngs, only an 

lnoolflletlflt management would Ignore the earnings consequences of Its 

actions. What FPL management has been able to do under the Docket No. 

950359-EI pill• ~August 19971s continue to control and reduce Its ::osts 

while absorbing $441 ,541,000 of additional expense and achieving earnings 

wilt*\ the alo I¥8CI range author1Z8d by the Comminlon. What FPL, under the 

Cotrmlaalon·s direction, auoceeded In managing was Important capital 

recovery, but a great deal remains to be done on tllat task. 

Q . Mr. C1cchettl allo polnta (pege 18, tlnee 10.14) to lncr1aN1 In FPL 

Group'• common 11ock pr1cu •nd FPL'• debt rating• u evldenc. there 

ta no llMd for the plln In thll Docket. Do you 8gtM? 

A. No, I do noL WhDe It's true !hal FPL Group's common stod< pme rose 41% 

dlrtlg the 5 ~sr period ended September, 1997, during tllat same period the 

Dow Jones Industrial Average c·DJIA•) and the Runell2000 Index lncteasecl 

142% and 135%, reepoctlvely. Ttis suggests 11\al FPL's success In controlling 

and reducing Ita C08I:I togetller with tile regulat()(f polldes retiOC1eclln Doc.ket 

No. 950359-EI (as well as other CorM'1ISSion orders relative to cost recoveries) 

have enabled FPL <3tot4) to r611Z8 some Improvement In Ita ahara values, but 

not nearly eo groat u the maltlet as a whole. Improving the mall<et value of 

share$ and malntalnWlg good quality debt ratings Is lmporunt because II can 
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help keep capttal costs trom Increasing and will be benefldal to customers 

served by FPL for the longer term. 

Q. P•au aummartze your testimony. 

A. My testimony has shown that the Information otrered by Mr. Clocl1en1 In his 

testimony Is either Irrelevant or misinterpreted. and he has misconstrued the 

purpose of the plan In this docket Consequently. his oonduslons are flawed. 

The proptlsed agency actions In this docket should be approvfod by tho 

Commission because It wUI benefit thll maJoritY of FPL's customers whom It wll! 

serve for the longer term since It oorroct& prior cost under-recoveries. reduces 

the amount of Investor supplied capttaJ needed to ~~ance the business and 

mitlgatoa future coat Increases that might otherwise oocur. 

Q. Does th&. conclude your tlstlmony? 

A. Yes, II does. 
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