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BEFORE THE FLORIDA PUBLIC SERVICE COl·::HSSIOf1 

In re: Application for approval) DOCKET UO . 920222-\-JS 
of allowance for funds used ) 
during con~truction (AFUDC) ) 

ORDER tlO. PSC-92-0587-1 OF-\o/S 
ISSUED: 06/30/92 

by GULF UTILITY COMPANY in Lee ) 
County ) _______________________________ ) 

The following Commissioners participated in the disposition of 
thi s matter: 

SUSAN F . CLARJ~ 

J. TERRY DEASON 
BETTY EASLEY 

LUIS J. LAUREDO 

liOTICF, OF PBQPOSr:O ACJ.;N~ '!' ACTI.Qll 
Q.BQr;R APPROVIUG AU,QWANCF, FOR FJ.lJ!.DS USED 

OVRIUG CONSTRL'CTION HATJ: 

BY THE COHIHSSIO!l : 

NOTICE IS HEREBY GIVEN by the Florida Public Service 
Comr.lission that the act1.on discussed here in is prel ir.linary in 
nature and will become final unless a per~on whose interests are 
adversely affected files a petition fot a formal proceeding, 
pursuant to Rule 25- 2?..029, Florida Administrative Code . 

BACKGROUND 

Gulf Utility Company (Gulf or utility) is a Class A ut1l1.ty 
operating in Lee County . As of December 31, 1991, the utility hdd 
5,513 water customers and 1,507 wastewater cu~torers . 

On Mar<.:h 9, 1992 , Gulf Utility filed an applic;~tion for 
approval of Allowance tor Funds Used During Construction (A~UDC) 
rates. The application , as filed, was not in compliance with t he 
filing requirements of Rule 25-30.116, Florldcl Administr<lti·.•e Code . 
On May 7, 1992, the utility subnitted a revi~ed application which 
met the fil1ng requirer.lents. Therefore, May 7, 1992 , was 
established a~ the official date ot filing. 

ALLOHAriCE FOB. t:VNPS USF;D J)UR!NG COtJSTHUCTIOU RA'l'l;; 

Rule 25-30.116(2) (a) , Florida Administr~tivc Code, provides 
.. h<lt an AFUDC rate shall be determined u~in,, the utility ' s most 
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recent 12 - month average embedded cost of capital, as derived from 
all zources . In its application, the utility proposed cost ra tes 
and "' capital structure as of December 31, 1991 . rather than a 
twelve- month average az required by Rule 25-30.116 , Florida 
Administrative Code . However , in the revised application, 
submitted o n t-1ay 7, 1992, the cost rates were adjusted and the 
amountz for the capital structure were computed on a twelve-month 
average . 

The utility used all sources of capital and adjustmentz 
consistent with those allowed by the Commission in the utllity •s 
last rate case to calculate the average embedded cost of capital . 
In calculating the annual AFUDC rate, the utility uzed a common 
equ1ty cost rate of 13.11 percent. Th1s common equity cost rate 
was set in the last water rate case by Order llo . 24735, issued July 
1, 1991 . In the utility's last wastewater rate case, the equity 
rate of return was set at 14 . 35 percent by Order lJo. 20272, i~sued 

Hovember 7 , 1988. 

Because the utility requested the lo\o.'er rate of return on 
equity and based on the facts as represented to us, we accept ~he 
common equity cost rate ~s reasonable . Therefore, we ilppr~ve the 
utilLty •s requested AFUDC annual rate of 10 . 48 percent anl u 
dizcounted monthly rate of . 833961 percent. Our calculation oL the 
appropriate AFUDC rate is attached herein as Schedule No. 1-A . 

EFFECTIVE DATE 

Rule 25- 30.116(5), Florida Administrative Code, provides that 
the effective date for a new AFUDC rate shall be the month 
following the end of the 12-month period used to establish the 
rate . Since the period usc for establishing Gulf ' s AFUDC rate was 
the year ended December 31 , 1991 , pursuant to the Rule, the 
effective date for all eligible construction projects shall be 
January 1992 . 

Based on tl•e foregoing, it is, therefore, 

ORDERED by the Florida Public Service Comm1ssion that the 
reques~ of Gulf Utility Co~pany Lor a 10 .~ 8 percent annual AFVOC 
rate and a discounted monthly rate of . 833961 percent is here~y 
approved for all eliyible construction projects beginning January 
1992. It is further 
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ORDERED that the provision of this Order arP issued as 
proposed agency action and shall become finnl unless an appropriate 
petition , i n the form providod by Rule 25-22.029, Florida 
Administrative Code, is receive<.! by the Director, Div1sion ol 
Records and Reporting , at his ottice at 101 East Gaines Street , 
Tallahassee , Florida 32399-0870, by close of business or the date 
set fo.rth 1n the " Notice of Further Proceedings or Judicial Review" 
attached hereto. It is further 

ORDERED that this docket ~hall be closed upon expiration of 
the protest period, if no protest is received . 

By OHDER of the Florida Public Service Commission, this 30th 
day of ~. l22Z· 

STEVE TRIBBLE, Director 
Division o1 Records ar.rl Reporting 

(SEAL) 

LAJ I l.K 

The Flori<.la Public Service Commission i$ require<.! by Secti o n 
120 . 59(4) , Florida Statutes, to notify parties of ar1y 
administrative hearing or judicial revie- of Cocnission order~ that 
is available under Sections 120 . 57 or 120.68, Florida St~t~tes, ~s 
wPll as the procedures and tine limits that apply . This notice 
should not be constru •d to mean all tequcsts for an administrative 
hearing or judicial review will be granted or result in the relict 
sought . 

The action proposed herein i~ preliminary in n3turc and will 
not become effective or final , except as provided by Rule 
25-22 . 029 , Florida Administrat1ve Code . Any per~on whose 
substantial interests a r c affected by the action proposed by this 
order may file a petition for a formal procc~ding, as provided by 
Rule 25- 22 . 029(4) , Florida Administrative Code, in the form 
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provided by Rule 25- 22 . 036(7)(a) and {f), Florida Administrative 
Code . This petition nust be received by the Director, Division of 
Records and Reporting at his office at 101 East Gainc>s Street, 
Tallahassee, Florida 32399-0870, by the close of business on July 
.a..L 1992 . 

In the absence of such a petition, this order shall become 
effective on the day subsequent to the above date as provided by 
Rul~ 25-22 029(6) , Floridl Administrative Code . 

Any object1on or protest filed in this docket be1ore the 
issuance date of this order is considered abandoned unless it 
satisfies the 1orego1nq condit1ons and is renewed within the 
specified protest per1od . 

I1 this order becones final and ef1ective on the date 
described above, any party adversely affected may request judicial 
review by the Florida Supreme Court in the case of an electric , gas 
or telephone utility or by the First District Court of Appeal in 
the case of a ~ater or Nastewater utility by tiling a notice of 
appeal with the Director, Division of Records and Reporting and 
filing u copy of the not1ce o! appeal and the filing fee with the 
appropriate court . This 1 iling must be completed within thirty 
(JO) days of the effective date of this order, pursuant to Rule 
9 . 110, Florida Rules of Appellate Procedure . The notice oi appeal 
must be in the form specified in Rule 9 . 900(a), Florida Rules of 
Appellate Procedure . 
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