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BEFORE TI 'E FLORIDA PU~LIC SERVICE COMl.USSION 

In re: Requesl by FLORIDA CITIES ) 
WATER COMPANY for approv a l to charge ) 
allowance for funds used during ) 
construction (AFUDC) ra tes in Brevard, ) 
Collier, and Lee Counties. ) 

) 

DOCKET NO. 890781 - WS 
ORDER NO . 22016 
ISSUED : 10-09-89 

The following Commissioners participated in the 
disposition of this matter: 

MICHAEL McK. WILSON , Ch~irman 

THOHAS M. BEARU 
BF.TTY EASLEY 

GER \LD L. GUNTER 
JOHN T. HERNDON 

NOTICE _OF_fROPOSED AGENCY_ ACTION 
ORDER ESTAOLISHING AFUDC RATES 

BY THE COt·U1ISSION : 

NOTICE is hereby given by the Florida Public S~rvice 
Commission thal t he aclion di scussed herein is preliminary in 
nalure and will become f ina l unl ess a person whose inleresls 
are subslanlially affected fil es a petilion for fo ~ ma l 
proceeding 1,ursua t to Rule 25-22 . 029, Florida Admit isltative 
Code. 

On June 8, 1989 , Florida Cities \-later Company ( Flor ida 
Cities or utility) filed an application for approval of 
Allowance for Funds Used During Consttuction (AFUDC) rates ror 
its water and sewer s ystems in Brevard, Collier, and Lee 
Counties. AFUDC rates were last established for this utili t y 
in Order No. 880648- \-IS , issued August 22, 1988. The filing is 
pursuan t to Rul e 25-30.116, Florida Admi 'list r ative Code. The 
application satisfied the minimum filing r equiremen ts and June 
8, 1989 was establish~d as the o fficial filing da e . 

The utility used a tesl year e nded December 31, 1988, for 
each of ils s y stems . Ils capital structu r e is comprised of 
41 . 24\ common equity, 38.97\ l o ng-te r m debt , 1.52\ s hort-tetm 
debt, 3.79\ unamo r tized investment tax credi s, and 12 . 48\ 
defe rred i ncome taxes. 

OOCUMEHT !mHcr n-OATE 
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LEE COUNTY DIVISION 

The Lee County Division consists of the Ft. My<.rs water 
s y stem and North Ft . My ers and South Ft. Myers sewer s y stems. 
The Lee County Division served appro ximately 14,577 wa ter 
customers and 6,94'9 sewer customers as of December 31, 1988. 
Operoting revenues totalled $7,335,820 and $ 2 ,759,099 for the 
water and sewer systems, respectively , and the utility reported 
net operating income of $2,713,107 for the water s y stem and a 
not operating loss of $103 , 338 for the sewer systems. 

SOUTH FT. MYERS SE\-JER SYSTEM 

Florida Cities calculated the AFUDC rate for the South ~t. 

I 

Myers sewer s ystem in accordance with Rule 25-30.116(2)(a), 
Florida Administrative Code, using the most recent twelve-month 
average embedded cost of capital from all sources . Pursuant to 
Rule 25-30 .ll6( 2)(b), Florida Administra 'ivc Code, the utility 
used the end of period cost or long-term debt, the most recent I 
twelve-month average cost of short-term debt, a zero cost rate 

o t all investment tax credits and deferred income taxes, and 
the midpoint of the last all owed return on common equity . The 
ulility used a H .19\ rate of return on equity, ~o~hich wa s 
established in the last rate case for this s y !. tem in Order No . 
16818 , issued November 6, 1986. The utilily calvllated a 
10.46\ AFUDC rate Cor the South Ft . Meyers sewer sys tem 
pursuant to Rule 25-30.116, Florida Administrative Code . We 
hereby approve such AFUOC rate, the ca leu la t ion of wJ, ich is 
presented in Schedules Nos . 1 and 2 to this Order . 

FT. MYERS WATER Atm NORTH FT. MYERS SEWEF< SYSTEt·1S 

Pursuant to Rule 25-30 . 116{2)(b), Florida Administrative 
Code, Florida Cities used the end of period cost of long-term 
debt , the most recent. twolve-monlh average cost of short - term 
debt , and a zero cosl rate for all investment tax credits and 
deferred income taxes 1n calculating the AFUDC ra te for the Ft. 
Myers water and Norlh Ft. Myers sewer systems. 

The u il1ty used a 14.27\ rate of return o n equity, based 
upon a sl1pulation set forth in Order No. 18661 , issued January 
7, 1988. For purposes of calculating AFUDC rates for these two 
systems for calendar years 1988 and 1989, the utility, in Order 
No . 18661, agreed lo a return on equity calculated from the I 
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leverage graph in Order No . 16975 , i ssued December 18 , 1986 , 
plus 100 basis poi n ts . However , in its present r equest f or 
AFUDC for the two s y stems , the util . ty u sed its capital 
structure f o r the twelve month period ended December 31 , 1987 , 
wh ich it had u sed in its last AFUDC filing addressed i n Order 
No. 19847, issued August 22 , 1988. We find that, in o rder to 
comt-ule t he most r ecent twelve month average embedded cost of 
capita l, as r equired by Ru le 25-30.ll6( 2){a), Florida 
Administrative Code, the ulil ity must use its current capital 
structure f o r the twelve month period ended Dec embe r 31, 1988. 
Using the c urrent capital structure in apply i ng Order No. 1866 1 
yi e lds a 13.98\ rate of r e tu rn on equit y, for an AFUDC rate of 
10.37\. Accordingly, we find it appropriate to appro ve an 
AFUDC rate of 10. 37\ f o r the Ft . Myer s water and No rth Ft. 
Myers sewer systems, the calcula tion o f which i s p resen ted in 
Schedules Nos . 1 and 2 to t h is Order. 

GOLDEN GATE WATER AND SEWER DIVISION (COLLIER COUNTY) 

The Golden Gate Wa t er and Sewe r Division is l ocated in 
Collier County. As of Decembe r 31 , 1988, app rox imate ly 2 , 134 
wate r customers and 1 , 740 sewer customers were served . 
Ope r ating r evenues totalled $628 , 330 and $ 648 , 286 fo r the water 
and sewer systCI:lS, r espectively , and the utility r epo rted net 
operating income of $ 102,906 Cor Lhc water s y stem and $75,033 
for the sewer system. 

GOr.DEN GATE ~JATER SYSTEM 

Purs uant to Rul e 25-30.116{2)(b) , Florida Admi nistrat ive 
Code, Florida Cities used the end of period cost of long-term 
debt , the most recent twelve-mon th average cost o f !:. ho r t-te tm 
debt, and a zero cost rate fo r a ll investment tax credits and 
deferred incorne taxes to calculate the AFUDC rate for the 
Golden Gate Water System (Lhe wate r s y stem). Florida Cities 
ca lculated a 10.17\ AFUDC rate , using t h e l e verage f ormula in 
Order No . 19718 , is~ued July 26, 1988 . Al t houg h the water 
s y stem h as never had an autho rized rate of return o n equity 
e:..tabl ished i n a prior docket, this s y stem wa s inc luded in the 
s ipulation set f o rth in Order No . 18661, iss ued January 7 , 
1988. For purposes of calculating the AFUDC rate f o r the wate r 
s y stem fo e calend cH y ea rs 1988 and 1989 , the utility, in Order 
No. 1866 1, agreed to a return on equity calculated from the 
leverage graph approved in Order No . 16975, issued December 18, 
1986 , plus 100 bas is poin ls. The refore, u t il iz ing Order No . 
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18661, insteaJ of Order No. 19718, result s in a 13 . 98\ rate of 
return on equity and a 10.37\ AFUDC rate for the water system. 
Acco rdin 'l y, we find it appropriate to approve an AFUDC rate of 
10. 37\ tor the Golden Gate water sys em, the calculation of 
which is presented in Schedule No . 2 to this Order. 

GOLDEN GATE SEWER SYSTEM 

Flocida Cities ca l culated the AFUOC rate for Lhc Golden 
Ga ' sewer system (lhe sewer system) in accordance with Rule 
25-30.116(2) (a) , Florida Administr ... • ive Code, using the mos 
recent Lwelve - monlh il"erage embedded cost of capital from all 
sources . Pursuant to Rule 25-30 . 1l6(2)(b), Flo rida 
Adm1nistrativt! CocJ ~ , the utility used the end o f peri od cost of 
long-term debl, the most recent twelve-month average cost of 
short-term debl , a zero cosl rate for all investment tax 
credits and deferred income taxe~, and lhe midpoint of the last 
allowed rrtu rn on corrunon equity. The u Lll1ly u s ' d a 13. 9 5\ 
rate of return on equily, which was established in the last 
rate case for the sewer system in Order No . 20537, issued 
December 29, 1988. The utility calculated a 10 . 35\ AFUDC rate 
for the this system pursuant to Rule 25-30.116, Florida 
Admin istrative Code. We hereby approve such AFUDC r ate , the 
ca l culation of whi c h is pr sented in Sch dules Nos. 1 and 2 to 
this Order . 

BAREFOOT BAY WATJ:;R AND SEt~ER DIVISION (BREVARD COUNTY} 

The Barefoot Bay Waler and Sewer Divisio n ( Barefoot Bay) 
is located in Brevard County. As of December 31, 1988, 
appro ximately 4,009 water cus omers and 3 , 994 sewer customers 
were served . Opera ing revenues totalled $498 , 730 and $391 , 980 
for the waler and sewer systems respectively, and the utility 
reported net operating income oC $103,727 for the water s y stem 
and $23,331 f or the s wer s ystem . 

The utili y's Cdlculalion of the AFUDC rate for these 
systems, and our adjustments thereto, are precisely the same as 
Cor the Ft. Mycr s wa Ler and No tth Ft. Myers sewer sys terns, 
dtscussed above. Th refore, we find it appropriate to approve 
1 10.37\ Af-UDC rate f o r Barefoot Bay, the calculation o f whi ch 
1s presented in Schudules Nos . 1 and 2 to this Order. 
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EFFECTIVE DATE 

Rule 25-30.116{5), Florida Administrative Code, provides 
that the AFUDC rate shall become effective the month following 
the end of the twelve month period used to establish that 
rate. Since the tw~lve-month period ended on December 31, 
1988, the AFUDC rates shall be e(feclive Cor elig1ble projects 
as of January 1, 1989. 

Based on the foregoi ng, it is hereby 

ORDERED by the Florida Public Sc..tvice Commission lhat Lhe 
request by Florida Cil1es Waler Company for approval to charge 
AFUr>C is hereby approved as set forlh in the.. body of this 
Order . Schedules Nos . l and 2 , reflecting the calculation of 

he AFUDC rates, are attached lo this Order and by reference 
incorporated hetein. It is further 

ORDERED that the AfUDC rates approved i n this Order shall 
be effective "or eligible projects as of Janudry 1, 1989. It 
is furthe r 

ORD~REO that the provt stons of this Ordet, issued as 
proposed agency acti on , shall become final and ef(ccttve unless 
an appropriatl.! pelition in the form provided by Rul e ?5-22 . 36, 
Florida Administrative Code , is received by the Director, 
Division of Reco rds and Reporting, at hi ~ office at 101 E1:,L 
Gaines Street, Tallahassee , Flor ida 3 2 99-0870 , by the d1te set 
forth in the Notice of Further Procecd1ngs, below. 

ORDERED that in the event that this Order bccorres final, 
this docket shall be closed. 

By ORDER of the Florida Public Service Commission 
his 9th day of __ Octobet: 1989 

{S E A L ) 

DCS 

ST TRIBBLE , . rector 
Diviston of Records and Reporting 
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The Florida Public Service Commission is required by 
Section 120.5-3(4}, Florirla Statues, to nolify partie..; of any 
administrative hearinl) or judici 31 re ... , ew of Commission orders 
t hat is available· u1 Jcr Sections 120.57 or 120.68 , Florida 
Statutes, as well as th procedures and time limi s that 
apply. This notic should not be construed to mean all 
reques s for an i:lminislralive hearing or judicial review will 
be granted or result in the relief sought. 

I 

The aclion proposed hetein is preliminary in nature and 
will not become effective or final , except as provided by Rule 
25-22.029 , Flor1da Administrative Code. Any person whose 
substantial intere~ts arc affected by the action proposed by 
t his or(.ier may file a pelilion for a formal proceeding , as 
provided by Rule 25 - 22.029(4 ), Florida Administrative Code, in 
t he form prov1ded by Rule 25-22.03G(~ ) (a) and {(}, Florida 
Administrative Code. This petition must be received by he I 
Director, Division of Records and Reporting at his oCCice ol 
10 1 East Gaines Street, Tallahas~ee , Florida 32399-0870 , by the 
close or business on October 3 0 , 1989 

In the abs .. nee of SUC'h a pet i li< n , th.i s order shall become 
effect i vc on the day subs equc n to the above date as prov ided 
by Rule 25-22.029(6), Flor1da Administrative Cod • and a s 
r ef 4ected in a sub .. eq u nt order. 

Any ObJ ction or protest filed in this docket before the 
is:uance date of th1 s ordc• is considered abandoned unless it 
satisfies t he forego1ng conditions and is renewed within the 
specified p t otcst petiod . 

IC th is order becomes fi nal a nd ef f ecti ve on t he date 
described above , an y par ty adverse ly a f fected may r equest 
judicial revie~· by he Florida Supreme Cour in the case of an 
electric, gas or telephone utility or by the First District 
Court or Appeal i n the case of a water or sewer utilit y b y 
f i l ing a notice of appeal with t he Director . Division of 
Records and Reporting ~ nd fili ng a copy of the notice of appeal 
a nd the f1ling fee with the appropriate court. This fi l ing 
must be complet d wil h in t h irty {30} da ys or t he effective date 
of t h is order , pursuan t to Rule 9. 110, Florida Rules of 
Appellale Procedure. The notice of appeal mu st be i n t he form I 
spec•fied in Rule 9.900(a) , F lorida Rules of Appella e 
Procedure . 
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Flor1~ Cltlas Vater Co.ptny 

C~lsslon Approved AFUDC Ratti 

12-Honth Period Ended Oec:Nbtr 31. 1988 

South Ft "yers-Sewer A~erage 

C.pt tal 

Class of Capital Structure 

--------- --·····--·-- ------------
Comlon (qul ty 23 , 76-' . 296 

long-Terw Debt 21.414.500 

Short·Terw Debt 833.333 

Ta• Credi ts • Zero Cost 2.083.372 

Deferred I ncCI!It T ues 6 ,861.196 

----------
l ou I ~.9~.697 

•.......•..• 

Golden U.te·Sewer Averege 

C.ptul 

Class of C.plul Structure 

---------------------- ------------
Como [qui ty 23.76-'.296 

long-Terw Debt 21.414. soo 
Short Ter11 Debt 833.333 

Tax Crtdlta • Zero Cost 2. 083.312 

Deferred lncooe r ••• , 6.861.196 

------------
Total ~.956.697 .............. 

Ft "ters· Veter . 

Horth Ft . Kyers· Sewer 

And S.refoot S.y. Averege 

Class of Capi tal Structure 

---------------------- ------------
Cot-non ( qu It y 21. 76(. 296 

Long·Ttrw Debt 21.414,500 

Short·Terw Debt 833.333 

Tax Credttl - Zero Cost 2.083 .312 

Deferred lneora Taus 6, 861.196 

------------
Toul ~.956.697 ..... ....._. 

169 

Schedllle tkl . 1 

Doc et No 890781·VS 

Adjusted Percent DIScounted 

tc.nlnlon C.pltal of Cost Velghted Monthly 

AdjualNnU Structure Captul Retea Cost Rate 

---------··· ---------·-- --------- --------- --------- -------·· ·-
23.764.296 43 24X 14 19X(2) 6 I4X 

21.414.500 38.97X 10. 68t 4. 16X 

83.3.333 1. 5lX 10. 50X(I) 0 . 16X 

2.083. 372 3 79X 0 oox o.oox 
6.861 .• 96 12. 48l 0 oox o.oox 

--------- -----------· ------ ---------
0 ~.956,697 100.00X 10. 461 0 .832H3X 

.............. . ............ . ........ . ........ . .......... 

Coaninlon C.pl tal or Colt e lghted Monthl y 

Adjust-.nu Structure C.pl tel Ratea Cost Rue 

---·-------- -·--·------- ----·---- --------- -·------- -----------
23.764.296 43 .24X 13.95X(3) 6. 03X 

21.414,500 38.97X 10.68X • . t6X 

833.333 1. 521 10. 50X(l) 0. 16X 

2.083.372 3 . 79X o.oox o.oox 
6.861,196 1Z.48X o.';ox o.oox 

------·----· ------------ --------- ---------
0 ~.956.697 IOO .OOX 10 35X 0 .824102'£ 

. •....•...•. ......•..... . ........ .••.....• . •......•.. 

Cccnl ulon Adjusted Pe rcent Discounted 

AdjustJI!tnU Structure C.ptul Rates Cost Rate 

------------ ------------ --------- --------- --------- -----------
23,764,Z96 43 . 2CX 13.98X(4) 6. 05X 

21,414.500 38.97X 10.68lC 4. 16X 

833.333 1. 52X 10. 50X(1) 0.16X 

2.083,372 3 .79X o.oox o.oox 

6.861,196 12. 48X o.oox o.oox 

---------- ------------ --------- - ------
0 ~.956.697 100. 00X 10 37X 0 .825624X 

__.... ....... ............... __ .......,. ........... ................ 
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Flor1 da Cltlel ater Ca.o.ny 

C~l ss l on Approved 4rUDC Ratts 

12-Konth Period Ended Oect!llber 31.1988 

Gol den wte- uer Average 
C.piUl 

Cl ass of C.pttal Str..cturt 

---------------------- ................ .... 

Co-non (qul!y !3. 764.296 

long· lena Debt 21 .41 c.soo 

ShOrt· lena Debt 833.333 

1•• Cred•ts - Zero (O$t 2.083.312 

Oefe~~ed 1nco.e Tuu 6.861.196 

------------
Toul ~.956.697 ...•. 

hOlES. (I) flnt chugtd Dtcllftbtr ll. 

Comllslon 

AdJun.-nu 

------------

........................ 

0 

·····----··· 
1888. 

(2) Cost of eqwlty authorized In Rate C.se. 

(3) Cost of equity authorized In Rate C.ae. 

Schedule llo 2 

Doc et No .890781-VS 

AdJusted Percent 

C.plul of Cost Velghted 

St ruct ure C.pl\al Rates Cost 

------ .............. .... ---------
.................. 

23.764 .296 43 24% 13 98X(S) 6 OS% 

21.414.500 38 97X 10 68X 4. 16X 

83J, J~l 1.sn 10.50%(1) 0. 16X 

2.0&3.372 3. 791: 0. 00% 0 cox 

6.861.196 12. 48lt 000% ooox 

------------
............ .. ·· -------

54.956.697 100 cox 10. 37% 

..... ._ ....... . ........ . .......... 

Doc et 840C19-SU. Order llo 16818 

Ooc~tt 871249-SU. Order ho. 20537. 

( .C ) Coat of equi t y authori zed tn l aw Stipulat ion. Docket R~. 871206-VS. Order No . 18661 . 

(S) Coat of equi t y euthorlztd In Tew St tpullt ion, Ooc~t No . 871206-VS. Oroer lio . 18661. 

I 

Discounted 
Monthly 

llate 

------· 

0 82562(% .... ........ 

I 

I 
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