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Q. 

A .  

Please state your name, address and occupation? 

M y  name Stephen A. Stewart. My address is 2904 Tyron Circle, 

9 Tallahassee, Florida, 32309. 1 am testifying as a consultant for AARP in this 

10 

1 1  

docket - 

Q. Please describe your educational background and business 

12 experience? 

13 

14 

A. 1 gaduated from Clemson University with a Bachelor of Science degree in  

Electrical Engineering in December 1984. 1 received a Master’s degree in 

15 Political Science from Florida State University in August 1990. 

16 

17 

From January 1985 until October 1988, I was employed by Martin 

Marietta Corporation and Harris Corporation as a Test Engineer. In July 1989, 1 

accepted an internship with the Science and Technology Committee in the Florida 18 

19 

20 

House of Representatives. Upon expiration of the internship I accepted 

employment with the Office of the Auditor General in August 1990, as a program 

auditor. In this position I was responsible for evaluating and analyzing public 21 

22 

23 

24 

programs to determine their impact and cost-effectiveness. 

In October 1991, 1 accepted a position with the Office of Public Counsel 

(“Public Counsel”) with the responsibility for analyzing accounting, financial, 
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statistical. economic and engineering data of Florida Public Senrice Commission 

( “Cominissi on”)-regul at ed companies and for i dent i fyi ng i ssu es and posi t ions i n 

matters addressed by the Corninission. I lefi the Pubjjc Counsel in 1994 and 

worked a s  a consultant for the Florida ‘Telephone Association for one year. 

Since 1995 I h a w  been employed by two privately held companies, 

United States Medical Finance Company (LLUSMED’-) and Real Estate Data 

Services Inc. 1 worked with USMED for approximately four years as Director of 

Operations. 1 founded Real Estate Data Senlices in 1999 and I am currently i t s  

President and CEO. 

Over the last ten years I h a w  also worked for the Public Counsel on a 

number of utility related issues. 

Q. What is the purpose of your testimony? 

A. 1 am appearing on behalf of AARP in opposition to PEF’s request for a 

rate increase. More specifically, I address four issues, which, taken alone, I 

believe demonstrate Progress Energy’s (“PEF’s”) requested annual rate increase 

of $206 million is unreasonable and should be denied. 1 believe a large portion of 

PEF’s increase should be dismissed because it  is related to an excessive requested 

return on equity (“ROE”). The excessiveness of PEF’s ROE request consists of 

two elements: (1) the base mid-point ROE request of 12.3 percent is excessive as 

compared to what this Commission has historically granted, and (2) the additional 

50 basis points requested as a reward for superior efforts. Eliminating the 50 

basis point reward will remove approximately $20 million of PEF’s request and 

setting rates on a mid-point ROE of 10.38 percent (the maximum I believe 
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supported by Co~ninission precedent) will reduce the annual revenue increase by 

approximately another $76.8 inillion. for a total annual revenue reduction related 

to ROE of $96.8 million. I hasten to add that my 10.38 percent recommendation 

1s a maximum ROE (MROE) based on an analysis of the relationship between 

public utility bond yields and the Conmission’s ROE awards over the last 25 

years. For purposes of an actual current required ROE, AARP supports the 9.1 

percent ROE testified to by Public Counsel’s cost of equity expert, James 

Rothschild. 

J next address the analysis of PEF witness Javier Portuondo, which is used 

1 to support the utility’s request for an annual stonn accrual of $50 million. 

provide an analysis using historic stonn costs and various annual accrual levels to 

evaluate the corresponding levels for PEF’s Storm Reserve Fund. My analysis 

indicates that an increase in the accrual is warranted but that a reasonable and 

acceptable annual accrual for PEF would be $10 inillion, not the $50 million 

requested by PEF. 

Lastly, I believe the Cornmission should treat PEF’s very significant 

depreciation reserve surplus in a manner consistent with the way it has historically 

handled depreciation reserve deficiencies. That is, the Commission should 

rebalance, or correct, the depreciation reserve by flowing back the surplus to the 

benefit of customers over five years - as it  often has with deficiencies - as 

opposed to over the remaining lives of the associated assets. Using just the 

utility’s reported surplus of $504 inillion and a five-year rebalancing period, 

would result in reducing PEF’s requested annual revenues by approximately $ I O 0  

3 



1 

2 

3 

4 

5 

6 

7 

8 

9 

I O  

1 1  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

million. which, in conjunction with AARP’s other suggested adjustments. would 

rcducc the requested revenue increase by over $2 I O  million. 

Q. 

reductions supported by AARP? 

Are the revenue reductions you testify to intended to be the total 

A No. My testimony is intended to demonstrate to the Commission that 

analysis of just four areas of PEF’s request is sufficient to suggest that the utility 

should be entitled to no pennanent rate increase. It  is my understanding that the 

complete and thorough analysis of PEF’s fXng by Public Counsel will result in 

Public Counsel recommending a substantial reduction in PEF’s base rates and that 

AARP will support all of Public Counsel’s adjustments. 

Q- 

RETURN ON EQUITY 

Do you consider yourseIf to be an ‘‘expert” on either cost of capital or 

return on equity and are you testifying to a recommended ROE number on 

behalf of AARP? 

A. No, I do not consider myself tu be an expert on either cost of capital or 

return on equity matters and 1 am not offering an opinion on what the current 

required ROE is. As I said earlier, AARP adopts the ROE recommendation of 

Public Counsel witness James RothschiId of 9.1 percent. The number I am 

offering, 10.38 percent, is what I believe should be the ceiIing, or absolute 

maximum, the Commission should grant PEF as a mid-point for setting rates in 

this case. This recommendation is based on my analysis indicating that the 

Commission’s ROE awards over the last 25 years in major electric utility cases 
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have had a strong and consistent relationship to the average public utility bond 

yields at the time of the Com~nission’s ROE decisions. While I believe lhe 

Commission should consider ROE testimony in the traditional manner. I also 

beljeve m y  analysis provides n reasonable basis for determining the maxiinurn 

ratesetting ROE (MROE) the Commission should approve in this case if- i t  is to 

remain consistent with its precedents of the last 25 years. 

Q. 

ROE award the Commission should ultimately approve in this case? 

A. The Commission has never to my knowledge awarded a utility a ROE for 

ratesetting purposes that was exactly what was testified to by an expert by either 

the utility or customer intervenors. Rather, typically there is a relatively large 

spread between the ROE testified to by the experts and usually the Commission 

makes an award that is somewhere within the range testified to by the experts. 

For example, in this case Dr. Vander Weide on behalf of PEF has testified to an 

12.3 percent ROE, excluding the efficiency reward, and I am told James 

Rothschild for the Public Counsel will testify to a ROE of 9.1 percent resulting in 

a spread between these two witnesses of 320 basis points. 

Why do you believe your analysis provides a reasonable basis for the 

Tracking the Commission’s ROE awards over the years relative to the 

experts’ recommendations, 1 was curious as to whether the Commission’s 

decisions bore some discernable relationship to published economic or financial 

indicators. I believe I found one that does. 

Using public utility bond yield data, I have constructed a methodology, 

which I believe reveals a strong and consistent relationship between average 
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public utility bond yiclds and the equity awards the Coinmission has made in 

major cIcctl7c cases o\ er the last 25 years. 

Q- Describe the methodology used to support your MROE 

recommendation- 

A.  There are four stages to the methodology I employed to analyze the 

MROE for PEF. First: 1 developed a regression model of the relationship between 

the average public utility bond yield and the allowed ROE in major rate case 

decisions across the United States over the period 1980 to 2004. A table of this 

data, the regression statistics, and the components of the regression model is in 

Document SAS- I . 

Second. I researched and tabulated the Cornmission’s ROE decisions for 

PEF since 198 I .  This tabulatjon is in columns 1 .  2, & 3 in the table in Document 

SAS-2 

Third, 1 used the regression model from the first stage of my analysis to 

develop ROE estimates for the years that the Commission awarded an ROE to 

PEF. These estimates are in coluinn 5 (Model Generated ROE) of the table in 

Document SAS-2. 1 compared the model estimates to the Commission’s 

decisions in columns 6 and 7 in the table in Document SAS-2. 

Fourth, I used the model to estimate what the MROE would be based on 

the average public utility bond yields for the most recent 6 months of reported 

data. This calculation is located at the bottom of Document SAS-2 for PEF. 

Q* Please describe your findings? 
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A. I n  the first stage. I developed a regression model using data between 1981 

rind 2003. ‘The model. detailed in Document SAS- 1 . pro\rides an algorithm which. 

based on the R-square value (the closer the R-square is to 1.0: the inore the 

variation is explained by the model), demonstrates a strong relationship between 

the alerage public utility bond yield and allowed ROE’s. These findings indicate 

the average public utility bond yield is a strong predictor of allowed ROE‘s over 

the period of the analysis. 

In the third stage 1 used t h e  regression model to develop an estimate of the 

ROE for PEF during the various time periods the Commission assigned an actual 

allowable ROE. These estimates were based on the corresponding average public 

utility bond yield when each of the  awards was made. I compared these estimates 

with the actual ROE’s allowed by the Commission. The findings indicate that the 

model does a rernarkabIy good job of predicting the Commission-allowed ROE. 

Column 6 in the table in Document SAS-2 shows the difference between the 

model senerated ROE and the FPSC allowed ROE. 1 have also included a chart 

in Document SAS-3 that plots the Commission-allowed ROE’s and the regression 

model estimates. The plot supports the finding that the regression model was very 

successful in predicting the ROE decisions of the Commission. 

In the fourth stage I used the regression model to estimate the MROE, 

using the available public utility bond yield data for the most recent six months. 

The MROE was calculated to be 10.38%. In a variation of the chart in Document 

SAS-4, I created another chart and added the MROE estimate and the PEF 

requested ROE as data points. Referring to this chart in Document SAS-4, the 
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MROE estimate foflows the doivnward trend line beginning in 1085. The PEF 

requcstcd ROE \ xics significantly froin that trend line. 

These findings indicate that for the Coinmission t o  be consistent with its 

prior decisions, and absent other well-defined mitigating factors, the ma.i*in~zii7~ 

Q- 

A .  

ROE that should be alloived for ratesetting purposes in this case is 10.35%. 

Did you complete any other analysis? 

Yes. I wanted to verify that the regression model 1 used was reliable. So 1 

gathered ROE data for a31 of this Commission’s ROE decisions over the last 

twcnty-’ri\,e years for the four major Florida investor-owned electric utilities and 

developed a model using the same average public utility bond yield data I 

employed in the first model. The tabulation of the data, the regression statistics, 

and the components of the regression model are in Document SAS-5. The results 

were almost identical, although this model did have a higher R-squared value. 

This result validates the first model I developed and provides additional support 

fbr my recommendation- 

Q. Please summarize AARP’s position on the appropriate ROE for PEF. 

A.  AARP adopts the ROE recommendation of the Public Counsel witness 

Rothschild of 9.1 percent. However, if the Commission should not accept this 

recommendation, 1 have provided on behalf of AARP, an analysis based on prior 

Commission decisions indicating that the maximum ROE the Commission should 

consider allowing in this case is 10.38%. Such an adjustment would necessarily 

reduce PEF’s requested annual revenue increase by $96.8 million (using PEF 

witness Cicchetti cakulation that 50 basis points equates to approximately $20 
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million in re\ enue requirenients) as compared to the utility’s base ROE request of 

12-3 pc.1-cent. 

ROE PERFORMANCE INCENTIVE 

Q. 

this case? 

A. PEF witness Chai-les J .  Cicchetti states at Page 52 that “the Commission 

should add 5 0  basis points to reward PEF for its superior performance and 

encourage i t  to continue its efforts.” 

Q. What is AARP’s position on the commission granting PEF an 

additional $20 million a year through higher customer rates in order to 

recognize its past superior performance and to encourage its strong 

operational performance in the fiitrire? 

A.  AARP’s position is that the Coinmission should deny the requested $20 

million incentive. First, as Mr. Cicchettj noted in his testimony, PEF has been 

receiving an incentive for its past performance through the “revenue-sharing” 

plans included in the settlement agreements approved by the Commission in 2002. 

It wouId appear unfair to customers for PEF to be rewarded a second time for its 

past perfonnance if, indeed, it has already been recognized through the revenue- 

sharing plans. Secondly, AARP takes the position that PEF has a statutory 

obligation to provide “efficient” service to its monopoly customers and that the 

Commission’s traditional equity awards are more than adequate to compensate the 

jj’hat is your understanding of the ROE reward requested by PEF in 
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utility’s shnreholders. especially g.i\.en ~ h c  continuing reduction of risks they are 

\!hat is the statutory obligation you refer to? 

Section 366.03, Florida Statutes. provides. in part: 

366.03 General duties o f  public utility.--Each public utility shall 

furnish to each person applying therefore reasonably sufficient. 

adequate. and efficient service upon terms as required by the 

cornmi ssion. (Emphasis supplied.) 

What are you referring to nith respect to the basic equity return 

being adequate especially given the reduced levei of  risk exposure? 

A What 1 am referring to 1s that electric utililies regulated by this 

Commission now have a very large percentage of their rel’enues that are subject 

to 3 00 percent cost recovery through rates with the result that shareholders are not 

subject to risk of Ioss when these various costs experience increases. Examples 

include fuel cost expenses, conservation cost recovery expenses, environmental 

compliance costs, many secunty 

now that electric utilities will 

related costs and an apparently strong likelihood 

be held entirely harmless for storm damage 

occurring between rate cases when the costs of repairs exceed their storrn damage 

reserves. In short, the “risk” of utility shareholders seeing their profits diminished 

by increases in a large number of the costs of providing service is substantially 

less than it was previous to these cost recovery clauses. Arguably PEF’s 

requested ROE should be lower to account for the reduced risks. AARP’s 

position is that the Commission should not give PEF a $20 iniflion a year 
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incentilre o\.er and abo\re what i t  ~x~ou ld  consider fair and reasonable rates to spur 

i t  to operate efficiently. 

STORhl ACCURAL 

Q. 

accrual. 

A. Mr. Portuondo states in his testimony that an increase of $44   nil lion 

above the current $6 million accrual is supported by an updated hurricane risk 

assessment. PEF’s request is for a $50 million annual accrual 

Q. 

annual accrual for the Storm Reserve Fund? 

A. Yes. I dcveloped a table, shown in Document SAS-6. to determine what 

the impact on the Storm Reser1.e Fund would have been if Mr. Portuondo’s 

proposal had been jmplemented in 1990- I n  column 2 of the table 1 have listed the 

annual storm costs incurred by PEF due to storms. Column 3 in the table shows 

the actual balance of the Stonn Reserve Fund for every year since 1990. Column 

4 in the table shows the balance of the Storm Reserve Fund for every year since 

1990 assuming a $50 million annual accrual and the recovery of a negative 

balance over a two-year period. The table shows that the balance after the 

hurricane season of 2004 would have been $ 5 15 imillion. 

Q. What other analysis did you complete? 

A. Using the same approach, I calculated what the balance in the Storm 

Reserve Fund would be given various annual accrual amounts. For example, 

Please summarize PEF’s request for an increase in the annual storm 

Did you complete an analysis on the issue of the proper level of the 
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Column 5 s;Jio\vs that :in annual ~ c c r u ~ l  of S30 million would ha17e resulted in a 

Storm Rcscrve Balance at the end of‘ 2004 of S 143 inIl1ion. l’or an annual accrual 

of’$] 0  nill lion, the Stonn Reseixe Balance a t  the end of2004 is calculated to have 

a deficit of $1  79 million. 

Q. 

annual accriial for PEF in this case? 

A. The decision made by this Commission should be based on what is \&wed 

as an acceptable balance in the Stonn Reserve Fund. I t  is my view that the annual 

accrual should not be set so that the Stonn Reserve Fund w i l I  cover expenses 

How do you think this Commission should determine the proper 

associated with extraordinary events. such as the hurricane season of 2004. 

Rather, the accrual should be set to cover nonnal recurring stonn costs. 

Q. How does your analysis help the Commission reach their decision? 

A. The analysis I have provided wi l l  allow the Commission to review the 

yearly balances based on \raying levels of annual accrual. For example the 

Commission can look at the levels of the Stonn Reserve Fund in 2003 to _eet an 

idea of what accrual level would be the most appropriate. In 2003, the Stonn 

Reserve Fund balance would have been $790 million assuming an accrual of $50 

million, $456 million for an accrual of $30 million and $169 million for an 

accrual of $ I O  million. I believe the analysis indicates that the PEF request of $50 

million would result in an over funding of the Storm Reserve Fund. 

Q. 

accrual level? 

Based on this analysis, what is your recommendation for an annual 

12 
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A.  I \\ .odd recommend an annual accrual of S I O  million. Absent 

PEF Stonn Resene. 

Q- 

DEPREClATlON RESERVE SURPLUS 

What is your understanding of P E P S  depreciation reserve surplus 

and what position does AARP take on how it should be addressed? 

A. First, let me state that AARP supports the Office of Public C~unsel’s 

determination that the depreciation reserve sui-plus is significantly larger than 

reported in PEF’s depreciation study. Specifically, AARP adopts the Office of 

Public Counsel’s position that the depreciation reserve surplus is, in fact, $1.2 

billion. However, e\.en if the Coinmission were to accept the PEF-reported 

surplus of $504 inillion, treating that surplus consistently with the Commission’s 

prior treatment of depreciation deijciencies would necessarily result in a 

substantial reduction of the utility’s expenses and a net rate decrease If AARP’s 

other requested adjustments were accepted. 

Q. How are you recommending that the Commission address the 

depreciation reserve surplus? 

A. As I said, I ain recornmending that the Commission treat the depreciation 

reserve surplus in the same manner i t  has historically addressed depreciation 

reserve deficits. From my review of this Cominission’s prior orders addressing 

adjustments to depreciation reserve accounts, i t  appears that the Cominission has 
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repeatedly rlllowcct the electnc utilities t o  reco\‘cr depreciation reseri e 

dcflciencies oler a s  fk\\ as three to file years and not macle the utilities wait  to 

collect the deficiencies oiler the remaining Ii\ies of the related assets. Thrs 

treatment necessarily caused a greater increase in allo\vahle expenses 3s compared 

to thc remaining l i fc  option. So, i f  a utility were requesting rate relief in 

conjunction Lvith c? deprecialion reserve “correction.” rebalancIng, or correctins 

the reserve, o w -  three to five years would increase allo\vable expenses and with 

thein the revenue requirement and rates. Between rate cases. an adjustinent over 

three to fjve years would. as opposed to the remaining life option. pull down 

reported earnings without affecting cash flow. Obviously increasing depreciation 

expense and reported profits would be more important during periods in which a 

utility was over earning or close to its profit ceiling. SiinpIe fairness should 

require the Commission to use the shorter period of years to reduce rel’enue 

requirements to the advantage of PEF’s customers if i t  has repeatedly used the 

shorter 

Q- 

tern to increase required revenues to the advantage of the utility. 

Aside from consistency with its treatment of past depreciation reserve 

deficiencies, what advantages do you see from correcting the reserve position 

over a shorter period of years? 

A.  1 think the advantage to consumers is that it  gives current customers the 

benefit of the return of the depreciation expense overpayments they have made 

and avoids the intergenerational inequity necessarily associated with correcting 

the reserve over the remaining lives of the related assets. Fundamentally, 

14 



3 
i 

3 

4 

5 

6 

7 

8 

9 

10 

1 1  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

howwcr. the Coinmission should bc consistent in its treatment of this issuc 

regardless of urhat direction a correction is required. 

Q. \Vhy are you suggesting correcting the depreciation r-escrvc surplus 

over five years? 

A.  To be consistent uith the number of years often used by this Commission 

when addressing depreciation resenre deficiencies. I t  appears that five years is 

the longest period of years typically used by the Corninissjon when correcting 

depreciation reserve deficiencies. 

Q. Are yo11 recommending a specific revenue adjustment related to the 

d e p r eci a t ion resery e s 11 r pl ti s ? 

A. No,  J am not. I have not attempted to calculate the overall revenue imyac~. 

which necessarily would include a related increase in rate base. The adjustment 

would depend on the surplus found by the Commission based on the record, as 

well as the number of years used to make the correction. Again, I an 

recommending a five-year correction because i t  is consistent with this 

Coinini ssion ’s precedents in treating reserve deficiencies. 

Q. 

four adjustments? 

What is the total revenue reduction vou are recommending from your 

A total of approxirnateIy $2 16 million, consisting of $20 million A. 

associated with the ROE Performance Incentive, $76.8 million associated with the 

recommended reduction from 12.3 percent to my MROE of 10.38 percent and $40 

million for the reduction in PEF’s requested annul storm accrual. The 

depreciation reserve surplus adjustment will necessarily reduce PEF’s allowable 
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expenses by approximately an additional $ 1  00 million a year and. thus. turn its 

Q- 

reinaining positive rel’enue increase case Into a rate reduction case. 

Do yo11 believe that these are the only downward adjustments 

necessary to PEF’s request? 

A. No. This total is only related to the four items I have discussed in m y  

testimony. AARP plans to adopt the other downward adjustments proposed by 

the OfSce of Public CounseI. 

Q* 

A.  

Does this conclude your testimony? 

Yes. 
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Docket No. 050078-EI 
S. Stewart Efibit No. 
Document SAS-1 
Regression Model-US 

YEAR 
1980 
1981 

REGRESSION MODEL -UNITED STATES 

ALLOWED AVE. PUBLlC UTILITY 
ROE BOND YIELD 
14.23 13.1 5 
15.22 1 15.62 

1985 
A986 

I 1982 I 15.78 1 i 5.33 1 

15.20 12.29 
13.93 9 -46 

I 1983 I 15.36 I 13.31 1 

1987 
1988 
1989 

1 1984 I 15.32 1 14.03 1 

12.99 9.98 
12.79 10.45 
12.97 9.66 

1992 
1993 

d2.09 8.57 
11 A1 7.56 

I 1990 I 12.70 I 9.76 1 

1994 
1995 

I 1991 I 12.55 I 9.21 1 

11 -34 8.30 
1 I .55 7.91 

1997 
1998 
1999 
2000 
2001 
2002 

1 I .40 7.63 
11.66 7.00 
10.77 7.55 
11.43 8.14 
11.09 7.72 
11 -16 7.50 

I 1996 I 11.39 I 7.74 1 

2003 10.97 6.61 
2004 10.73 

Regression Statistics 

Multiple R 0.953 67 
R-Square 0.90949 
Adjusted R-Square 0.90556 
Standard Error 0.51289 
Observations 25 

6.20 

Reeression Model 

Coefficient Standard Error 
Intercept 7.0766 0.3 80 1 
X Variable 0.578 0.03 80 

NOTES: 
Data on authorized rates of return and average public utility bond yield taken from Document WEA-6, Page 1 of 2 of W. Avera's 
exhibit in FPL rate case, Docket No. 050045. 



1 1  2 
YEAR DATE 

OF 
ORDER 

1981 I 3/22/81 
1983 1 2/17/83 

1992 I 11/1/92 

Docket No. 050078-E1 
S. Stewart Exhibit No. 
Document SAS-2 
Regression Model-PEF 

ANALYSIS OF PEF ROE DECISIONS 

PUBLIC MODEL 

ROE (a) 
Y IELD(b) 

15.50 13.1 5 14.68 
15.85 15.33 15.94 
15.55 14.03 15.1 9 
12.60 12.85 
12.00 I 8.57 1 12.03 

6 
DIFF. 

BETWEEN 
FPSC & 
MODEL 

0.822 
-0.088 
0.364 
-0.245 
-0.030 

7 
PERCENT 

DIFF. 
BETWEEN 

FPSC & 
MODEL 
5.31 % 
-0.55% 

~~ 

2.34% 
-1 -95% 
-0.2 5 YO 

MAXIMUM RETURN ON EQUITY ESTIMATE (MROEE) 

MROEE = 7.0764 + 0.578*(APUl3Y)(c) 
MROEE = 7.0746 + 0.578*(5.72) 
MROEE= 10.38% 

Notes: 
(a) FTSC ALLOWED ROE taken from FPSC orders. 
(b) A six-month lag was employed to determine the appropriate APUBY. 
(c) Average Public Utility Bond Yield used in MROEE model was 5.72%. 



Comparison of Approved FPSC 
and Model Generated ROE 

1 2 3 4 5 
(1 981) (1 983) (1 984) (1 988) (1 992) 

Data Points 

1 +FPSC Midpoint +Model Estimate I 



Comparison of Approved FPSC and Model Generated ROE with Vander Weide 
Recommendation and MROE 

l7 1 

Vander Weide Rec. of 12.3% 

I I I I I 

1 2 3 4 5 6 

(1981) (1 983) (1 984) (f 988) (1 992) 

+FPSC Midpoint +Model Estimate 

(2005) 



Docket No. 050078-EI 
S. Stewart Exlubit No. 
Document SAS-5 
Regression Model-FL Speclfic 

711 193 
3/1/94 
511 /95 
311 /99 
6/2/02 

REGRESSION MODEL -FLORIDA SPECIFIC 

12 7.56 
14.35 7.56 
1 1 .75 8.3 

11 7.55 
12 7.5 

2/1/93 12 8.57 
511 /93 12 8.57 

Repression Statistics 

Multiple R 0.98368 
R-Square 0.96764 
Adjusted R-Square 0.96635 
Standard Error 0.3 3262 
Observations 27 

Regression Model 

Coefficient Standard Error 
Intercept 7.0437 0.2559 
X Variable 0.5 852 0.0214 



Docket No. 050078-E1 
S .  Stewart Exhibit No. 
Document SAS-6 
Analysis of Storm Reserve Fund 

ANALYSIS OF STORM RESERVE FUND 

STORM RESERVE BALANCE SCENARIOS 

1 2 3 4 5 6 
ACTUAL ACTUAL $50 MILL. $30 MILL. $10 MILL. 

NOTES: 
YEARLY BALANCES REFLECTED IN COLUMNS 43 ,  & 6 TAKE INTO ACCOUNT INFLATION, FUND 
EARNINGS, AND OTHER ADJUSTMENTS DOCUMENTED BY PEF. 
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