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CRITICAL DATBS: NONB 

SPBCIAL INS'l'R.QCTIONS 1 HONE 

CMB BACJiGROUND 

Gulf Utility Company (Gulf Utility or utility) is a Class A 
utility opera ting in Lee County. As of December 31 , 1991, the 
utility had 5 , 513 water c ustomers and 1,507 wastewater customers . 

Oo Mar ch 9, 1992, Gulf Ut ility filed an application for 
appr oval of Allowance for Funds Used During Construction (AFUDC} 
rate. The application was not in compliance with t he filing 
requirements of Rule 25-30. 116 , Florida Admin istrative Code. On May 
7 , 1992, t h e utility s ubmit t ed a rev ised application that met the 
' iling reqJir ements of the above mentioned rule. 
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DOCXBT NO. 920222-WS 
JUNB 4 . 1.992 

DISCVSSIQH OP ISSVBS 

ISSQI 1• Should the utility's proposed Allowance for Funds Used 
During Construction (AFUDC) rate of 10.48\ be approved? 

11C?f1BHQMIOH , Yes. The AFUDC rate should be accepted as 
submitted by the utility on Schedule No. 1A. (DEARDEN) 

STAll AHALISIS1 On March 9, 1992, GulE Utility Company fil ed an 
applica,ion for an AFUDC rate. In the application, the utility 
proposec. cost rates and a capital structure as of December 31, 
1991, rather than a twelve-month average as required by Rule 25 -
30.116, Florida Administrative Code. The utility submitted a 
revised application on May 7, 1992. The cost rates were adjusted 
and its amounts for the capital structure were computed on a 
twelve-month average as required by rule. 

The utility used all sources of capital and adjustments 
consistent with those allowed by the Conmission in the company's 
last rate case, to calculate the average embedded cost of capital . 
In calculating the annual APODC rate, the utility used a common 
equity cost rate of 13.11\, which was set in the last water rate 
case, Docket No. 9n0718-WO, by Order No. 24735, issued July 1 , 
1991. In the utility' s last wastewater rate case, Docket No. 
880308-SO, the equity rate of return was set at 14.35\ by Order No. 
20272, issued November 7, 1988. Because the utility requested the 
lower rate of return on equity, staff accepts the common equi t y 
cost rate as reasonable. The calculation of the A.PUDC rate is 
outlined on Schedule No. ~. 

In summary, staff recommends approval of the utility's 
requested APUDC annual rate of 10.48\ and a discounted monthly rate 
of .833961\ . Pursuant t o Rule 25-30.116 !5) , Floritla Administrative 
Code, the approved rate shall be applicable for eligible 
construction projects beginning January, 1992. 
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DOCXBT NO. 920222-WS 
JUNB 4, 1992 

xSSUI 2r Should the docket be closed? 

AT+Oir Yes, the docket should be closed upon expirati on 
of the protest period if no protest is received. (JABER) 

stAll AMLXSIS • Upon expiration of the protest period, if no 
protests have been received, the docket may be closed. 
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