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Case Background

County-Wide Utility Co., Inc. (County-Wide or Company) is a Class C water utility
providing service to 480 customers in Marion County. On September 6, 2005, County-Wide
filed a petition for establishment of an Allowance-for-Funds-Used-During-Construction
(AFUDC) rate. County-Wide seeks approval of an AFUDC rate in order to accurately accrue
and recover its costs of providing service. AFUDC is an accounting entry designed to permit a
utility to recover the cost associated with financing eligible construction activities. AFUDC is
not a tariffed rate or charge.
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In accordance with Rule 25-30.116(4), Florida Administrative Code (F.A.C.), County-
Wide has filed the following Schedules: A, a schedule showing the capital structure, cost rates
and weighted average cost of capital that are the basis for the AFUDC rate requested; B, a
schedule showing capital structure; and C, a schedule showing the calculation of monthly
AFUDC rate using the methodology set out in Rule 25-30.116(4), F.A.C.

This recommendation addresses the establishment of an AFUDC rate for County-Wide.
The Commission has jurisdiction pursuant to Section 367.121, Florida Statutes.
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Discussion of Issues

Issue 1: What is the appropriate AFUDC rate for County-Wide Utility Co., Inc.?

Recommendation: The appropriate AFUDC rate for County-Wide is 8.26%. The discounted
monthly rate should be 0.663572%. (Joyce)

Staff Analysis: County-Wide requested an AFUDC rate of 8.26%. The rate was calculated in
accordance with Rule 25-30.116, F.A.C. Rule 25-30.116(2)(a), FAC, provides that an AFUDC
rate shall be determined using the utility’s most recent 12-month average embedded cost of
capital. County-Wide calculated the average cost of capital using the 12-month period ended
June 30, 2005.

The requested AFUDC rate reflects the installation of an interconnection with the City of
Ocala to its well site. The Company is requesting an AFUDC rate which will include the cost of
the money borrowed to fund this project. County-Wide’s calculation and capital structure have
been reviewed by staff. County-Wide has never had an AFUDC rate approved by the
Commission. Approving the requested rate will allow County-Wide to recover the cost
associated with financing the installation of the interconnection with the City of Ocala.

County-Wide’s Schedule C shows the formula to discount the simple interest rate of
8.26% to reflect the effects of compounding monthly. The monthly compounding rate to achieve
an annual AFUDC rate of 8.26% is 0.663572.

Staff has reviewed County-Wide’s calculations and recommends that the requested
AFUDC rate and monthly discounted rate be approved.
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Issue 2: Should County-Wide’s requested effective date of January 1, 2005, for establishment of
its AFUDC rate be approved?

Recommendation: No. The approved rate should be applicable for eligible construction
projects beginning July 1, 2005. (Joyce)

Staff Analysis: In its petition, County-Wide requests that the approved rate be effective January
1, 2005. Rule 25-30.116(5), F.A.C., states that “(t)he new AFUDC rate shall be effective the
month following the end of the 12-month period used to establish that rate and may not be
retroactively applied to a previous fiscal year unless authorized by the Commission.” County-
Wide used the 12-month period ended June 30, 2005, to establish its requested rate, and provided
no explanation as to why it believes that the Commission should authorize an effective date
earlier than the date specified by Rule 25-30.116(5), FAC. Accordingly, staff recommends that
the new AFUDC rate should be effective for qualified construction projects beginning July 1,
2005.
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Issue 3: Should this docket be closed?

Recommendation: Yes. If no timely protest from a substantially affected person on the
Commission approved AFUDC rate is received upon the expiration of the protest period, the
PAA Order on the AFUDC rate will become final upon issuance of a Consummating Order, and
the docket should be closed. (Joyce, Jaeger)

Staff Analysis: If no timely protest from a substantially affected person on the Commission
approved AFUDC rate is received upon the expiration of the protest period, the PAA Order on
the AFUDC rate will become final upon issuance of a Consummating Order, and the docket
should be closed.




