FLORIDA PUBLIC SERVICE COMMISSION
Capital Circle Office Center ® 2540 Shumard Oak Boulevard
Tallahapsee, Florida 323995-0850

MEMORANDUMH

September 4, 1996

TO: DIRECTOR, DIVISION OF RECORDS AND REPORTING (BAYO)

FROM: DIVISION OF WATER & WASTEWATER (BINFORD)
DIVISION OF LEGAL SERVICES (CYRUS-WILLIAMS

RE: DOCKET NO. 960704-WS - LAKE UTILITY COMPANY - PETITION
FOR AFUDC RATE.
COUNTY : LAKE COUNTY

AGENDA : SEPTEMBER 17, 1996 - REGULAR AGENDA - PROPOSED AGENCY
ACTION - INTERESTED PERSONS MAY PARTICIPATE

CRITICAL DATES: NONE

SPECIAL INSTRUCTIONS: I:\PSC\WAW\WP\960704WS.RCM

CASE BACKGROUNL

Lake Urilivty Company is a Class B Utility. Currently, the
bty merves 960 water and 920 wantewater customers in leike
ALk Y Annual waler and wantewater revenues reportod oo (e
December 31, 1995 annual report were 5307,4B6 and 525%7,121,
respectively. The utility showed an orerating income of §9%,6 541

for water and 565,913 for wastewater in 1995,

Lake Utility Company filed an application for approval ! an
Allowance for Funds Used During Construction [(AFUDC) rate .n June
5, 1996. The applicaticon, as filed, met the filing requirements of
Rule 25-30.116, Florida Administrative Caode. The utilit ¥'s return

on equity was established in Docket No. 831299 WS by Order N
LML yssued on April 23, 1949
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DUCKET NO. 960704 ws
LDATE: 9/4/1396

DISCUSSION OF I1SSUES

ISSUE 1: What 18 the appropriate AFUDC rate for Lake Utalaroe
Company?

RECOMMENDATION The utility should be authorized to implement an
AFUDC rate of 9.75%, on an annual basis. This results 1n a manthl,
discounted rate of 0.77B304% {BINFORD)

STAFF AMALYSIS: By Order No. 2uipd6, 1ssued on April 24, 1990 the
Commission established « return on equity of 13.95% for this

U

utility, which was to be used i1n the calculation of an AFUDC rat e

Rule 2%-30.1161(21, Florida Adminintrat 1ve Code, proavides
t hat an AFUDC rate shall be determined using tre utility’'s must
recent l2-month average embedded cort of capital The utility

calculated the average cost of capital and adiustments using the
12 month period ended February 2%, 19%9%6. The utility made an
adjustment to remove the deficit in common equity Lo refiect a zero
balance. This is simply a mathematical calculation. This
adjustment was the only one made by the utility. As stated in the
case background, the utility filed an application which met the
fi1ling requirements of Rule 25-30.116, Florida Administ rative Code

The application included the required schedules that showed the
capital 'structure, cost ral e, angd  weirghted average cosSts ol
rapital, that form the basis for 1ts requested AFUDC rate of 5 7¢
poroent

Haged on its review, staf! recommends that apn annual
AFUDC rate of 9.75 percent and a discounted monthly rate of
CLTTB304 percent be approved. Pursuant to Section 25-30.1161(5),
Florida Administrat ive Code, the approved rate should be applicable
beginuang March 1, 19%6. Staff's recommended calculation of b
ARG rate 15 outlined on Scheduls Neo. 1.




GUEFET NO. 960704 -ws

DATE. 9/4/1996

ISSUE 2: Should the docketr be closed?

i3 f
affected person within 21 days of the date of the orde:
WILLIAMS, BINFORD)

STAFF_ANALYSIS: Upon expiration of the protest period,
protests have been received, the docket may be rcloged,

RECOMMENDATION: Yern, the docket should be olosed upon expl:
the protest period 1f no protest 18 filed by a substan
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LAME UTILITIES COMPANTY
AFUDC RATES - 17 MONTH AVERAGE
TEAR ENDED FEBRUARY I3 15594

CLASS OF CAPITAL

PER UTILITY

1 CONTACH ECQLITY
2LOMNG-TERM DEBT
ISHORT-TERM DERT

4 CUSTOMER DEPOSITS

5 TAX CREDITS-JERO COST

6 TAX CHEDITS WEGHTED COST
7T DEFERRED MNCOME TAXES

TOTAL

PEH COMMISSION

1 COMMON ECUITY

I LONG-TEFM DEBT
ISHORT-TERM DEBT

4 CUSTOMER DEPOSITS

5 TAXx CREDITS-ZERC COST

& TAX CREDITS-WEIGHTED COST
7 DEFERAED INCOME TAXES
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