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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In r e: Application of ALAFAYA ) 
UTILITIES, INC. for approval o f ) 

DOCKET NO. 890639-SU 
ORDER NO. 21 760 

allowance for funds used during ) ISSUED: 8-21-89 
construction r ates in Semino le County ) ____________________________________ ) 

The foll owing Commissioners participated 
di s pos ition o f this matte r: 

MICHAEL McK. WILSON, Chairman 
THOMAS M. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 
JOHN T . HERNDON 

NOTICE OF PROPOSED AGENCY ACTION 

ORDER ESTABLISHING AFUDC RATES 
FOR ALAFAYA UTILITIES , INC. 

~ BY THE COMMISSION: 

in the 

NOTICE IS HEREBY GIVEN by the Florida Publi c Service 
Commission that the actions d iscussed herei n are pre l iminary in 
nature and wi ll become final unless a pe r son whose interest s 
are substantially affected files a petition for a formal 
proceeding pursuant to Ru le 25-22.029, Florida Administrative 
Code. 

BACKGROUND 

Al afaya Utilities , Inc. (Al afaya o r utili ty ), is a sewe r 
utility located in Seminole Cou nty. On May 4 , 1989 , the utility 
filed an application for an Allowance For Funds Used During 
Cons truction (AFUDC) rate. The initial filing satisfied the 
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minimum filing requirements, t hereCore May 4, 
established as the official fi l ing date. 

1989, was 

Alafaya ' s application , which requested an AFUDC rate .:>f 
13 .1 6 percent, is the utility's first request for our approval 
of an AFUDC rate, and is made in accordance with Ru le 
25-3 0.116 , Florida Admin istra ive Code . The utility ' s 
application also requested permission to retroactively apply 
its AFUDC rate to August 6, 1986. 

AFUDC RATES 

Rule 25-30.116(2)(a), Florida Admi ni strative Code , provides 
that a utility ' s AFUDC rate shall be calculated using the 
utility ' s most recent twelve-month average cost of capital, 
using all sources of capital. Utiliz ing this Rule, an AFUDC 
rate of 13 .16 percent was derived for the utili y , based on the 
prime rate at December 31 , 1988 of ll.S percent. 

As stated above , the utility 's appllcation , in addi tion to 
seeki ng our approval of an AFUDC rate, seeks autho:rization to 
accrue AFUDC retroactively to Augus t 6, 1986 . Rul e 
25-30.116(5), Florida Admi nistrative Code permits the 
r etroactive accrual of AFUDC by a utility with Commission 
approval. In the presen t case , we find t he utility's request 
to accrue AFUDC retroactively to be r easonab le and thus it is 

_ approved. However , because of the utility ' s lower d~bt cost in 
1986 and 1987 (due to the lower prime rates du ri ng these 
periods ), and the utility ' s unt imel y application for our 
approval of an AFUDC r ate, we believe Lhe above-c ted Rule 
25-30 . 116(2)( 5 ) , Florida Administrative Code, shou ld be waived 
t o permit the use of a period of time other than tne utility · ~ 
most recent twelve-month average cost of capital in calculating 
AFUDC rates to be accrued retroactively. 

As previously di scussed, our calculations derived an AFUDC 
r ate of 13 .16 percent based on a prime rate at Decembe r 31, 
1988 of 11.5 percc>nt . However, our inves igat ion de te rmined 
that t he prime rate a December 31, 1986 was 7.5 percent , and 
at December 31, 1987, such rate was 9 . 0 percent. Accordingly, 
if we calculate an AFUDC rdte using the above-cited rule , 
without adjusting for the lower pClme rates in 1986 and 1987, 
the utility would receive a htghet AFUDC' rate for these years 
than it would have been entitled to if it had filed a timely 
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application for an AFUDC rate. We find such result to be 
inequitable to the utility's future ratepayers , and direct that 
t he AFUDC rates to be applied retroactively to 1986 and 1987 
s h al l be calculated using the utility ' s actual cost vf capital 
for these years. Utilizing the cost of capital based on the 
lower actual prime rates , we calculated an AFUDC r ate of 9 . 3 1 
percent for the period August 6 , 1986 to December 31 , 1987, and 
10.60 percent for the period January 1, 1988 to December 31, 
1988. However, in keep i ng with past Colllmission practice, s1nce 
the utility failed to file its application fo r an AFUDC rae in 
a timely manner, we find tha the aforementioned rates of 9.31 
percent and 10.60 percent shall be reduced by o ne hundred (100) 
basis penalty points, respectively. 

I n consideration of lhe above, we find that the utility 
shall be authorized to implement an AFUDC rate of 8.31 percent 
on an annual basis from August 6, 1986 to December 31, 1987; an 
AFUDC rate of 9.60 percenl on an annual basis from January l, 
1988 to December 31, 1988; and a rate of 13.16 percenl o n an 
annual basis as of January 1 , 1989, for all projecls thal are 
eligible to accrue AFUDC. 

In cons1deration of the above, it is, Lherefore, 

ORDERED by the Flo rid a Public Service Commission tha L l he 
application by Alafaya Utilities, Inc. for approval of an AFUDC 
rale for its operations in Seminole County is approved as 
modified i n the body of this Order . It is further 

ORDERED that Alafaya Utihties, Inc. is hereby authonzed 
to retroactivel y accrue AFUDC at the a nnual rate of 8.31 
percent for the period AugusL 6, 1986 to December 31,1 187. It 
is further 

ORDERED that Alafaya Utilities, Inc . 
to retroactively accrue AFUDC at the 
percent for the period January l, 1988 
It is further 

is hereby aulhorized 
annual rate of 9 . 60 

to December 31, 1988. 

ORDERED that Al'lfaya Ultlittes , rnc. is hereby autho rized 
to accrue AFUDC at the annual rae o f 13.16 percent for all 
eligible projects commencing on or a(Ler January l, 1989. It 
is further 

147 



148 

ORDER NO . 21760 
DOCKET NO. 890639-SU 
PAGE 4 

ORDERED that the provisions of this Order, issued as 

p roposed agency action , shall become final unless an 

appropriate petition in the form provided by Rule 25-22 . 036, 

Flo r ida Administrative Code, is received by the Direc to r, 

Division of Records and Reporting, 101 East Gaines Street, 

Tallahassee, Florida 32399-0870, by he close of business on 

September 11, 1989. It is Curlh2r 

ORDERED that this docket s hall be closed if no timely 

protests are received. 

By ORDER of the Florida Public Service Commission this 
21st day of August, 1989. 

( S E A L ) 

JRF 

STEVE TRIBBLE, DirccLor 
Division o£ Records and Rc porling 

by-· -lc~4.'""7.~t-.J~-l::;....;~~...;__­
Chlif, Bureau of Records 

NOTICE OF FURTHER PROCEEDINGS OR JUOIClA~RcVIEW 

The Florida Public Service Commission i s requi1ed by 

Sectio n 1 20 . 59(4), Florida Statutes, to notify parll e::. of any 

administrat ive hearing or judicial review of Commis .. ion urders 

that i s available under Sections 120 . 57 or 120.68 , Florida 

Statutes , as well as the procedures and Lime limils thaL 

apply. This notice should not be conslrued o mean all 

requests for an administrative hearing or judicial review will 

be granted or result in t he relief sought . 

The action proposed herein is preliminary in nature and 

will not become effective o r final, except as provided by Rule 

25-22 . 029, Florida AdminisLrative Code . Any person whose 

substantial i nterests are affecled by the action proposed by 

this order may fil~ a pe1 1tion Cor a f o rmal proceed1ng, as 

provided by Rule 25-22.029(4) , Florida Admin1strat1ve Code, in 

the form provided by Rule 25-22.036(7)(a) and (f), Florida 

Administrative Code . This petition must be received by the 
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Director, Di vi sion of Records and Reporting at h1s office at 

101 East Ga i nes Street, Tallahassee , Florida 32399 -0870, by the 

close of business o n Seplember 11, 1989. In the absence of 

s uch a petition , this o rder shall become efCec ive Sep ember 

12 , 1989 as provided by Rule 25-22 .0 29 ( 6), Florida 

Administrative Code, and as reflected in a subsequent order . 

Any objection or protest filed in this docket be Core the 

issuance date o f this order i s considered abandoned unless it 
satisfies the foregoing conditions and is renewed within the 

specified protest period . 

I f t his o rder becomes final and effective on September 12 , 

1989 , any party adversely affected may r e quest judicial review 

by the Florida Supreme Court i n the case of an elect ric, gas o r 

telephone utility or by the First Dis rict Court of Appeal in 

the ca se of a wa ter or sewer ut ility by fi ling a notice of 

appeal with t he Directo r, Divi sion of Records a nd Reporting and 

filing a copy of t he notice o f appeal and lhe fil1ng Cee wilh 

the appropriate c ourt . This fili ng must be complcl l!d wi t h i n 

t hirty ( 30 ) days of the effective da e o f thi s order, pursuant 

to Rule 9.110 , Florida Rules of Appel la te Pro c e dure . The 

notice of appeal must be in the form specified in Rule 

9.900(a ) , F l orida Rules of Appellate Procedure. 
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