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BEFORE THE FLOR1DA PUBLI C SERV1 CE COMMC SS ION 

In re: Request o f SUNRAY UT ILITIES, 
INC. f o r approval to c harge AFUDC 

DOCKET NO. 881552 -1'/S 
ORDER NO. 21107 

i n Nassau County. ISSUED: 4-24-89 

The f o llowing Commi ss i o ners par t i ci pated in the di s pos itio n 
o f this matter: 

MICHAEL McK. WILSON, CHAIRMAII 
THO/<I.AS M. BEARD 

BETTY EASLE'/ 
GERALD L. GUNTER 
JOH~ T . HER!'IDON 

PROPOSED AGENCY ACTION 

ORDER ESTABLISHING AFUDC RATE FOR 
SUNRAY UTIL IT I ES, INC ., NASSAU COUNTY DIVIS ION 

BV THE COMMISSION: 

NOTICE is hereby given by t he F l o r ida Public Service 
Commissio n that the ac tion discussed here in is prelimina r y in 
nature and wi 11 become f inal unless a pers on whose interests 
are substan tially affected fi les a petitio n for formal 
proceeding pursuant to Rule 25-22 .029 , Florida Admini s trative 
Code . 

BACKGROUND 

Sunray Uti l ities, Inc. ( Sunray o r utili t y) is a water and 
sewer uti lity with divisi o ns in Nassau and St. Johns Counties. 
On December 2 , 1988, the ut ili t y Ciled an a pplication for an 
Allowance f o r funds Used During Co nstruction ( AfUDC ) rate fo · 
its Nassau County Divisi o n. Sunr ay' s appli r at i o n did not meet 
the m1n1mum filing r equirements o f Rule 25-30.116, Flor i da 
Administrative Code, and the u tility was so informed . 
Subsequently. o n De::embe r 23 , 1988 , Sunray filed t!ht required 
i nformat ion and t h is date was establi s hed as the o f fic ial 
filing date f o r i t s application . 

AfUOC RATE 

Rul e 25-30.11 6(l )( a ), Flo rida Administrative Cod e , provides 
that an AfUDC rate shal l be determi ne d using a utility ' s most 
rec ent t welve-mont h average e mbedded cost o f capital, to be 
derived using all sources of capi ta l. Sun ray Utilities , Inc. 
based the capital st r ucture for i ts two divisions, Nassau 
Co unty, a nd St. Johns Co unty, on ch r o no l o gica l e ve n ts , that is, 
the o rder in which the two d ivisions were funded with equity 
a nd debt. This resul ted i n a capita l s tructu re o f 100 percent 
equ ity for St. J o hns County and 100 percent debt for Nassau 
County. We believe t hat t h is allocation is arbitrary and 
inapp ro priate. we fi nd combining t he capital st ruct ures of the 
two divisions, which comprise t he who le of Sunray Utilities , 
Inc. t o be t he appropriate met hod. Accordingly, a capital 
structure of 16.54 pe rcent equ i t y a nd 83 . 46 perce nt debt is 
derived. 

Sunr a y ' s filings requeste d a n AFUDC rate of 8.69\ f o e its 
Nassau County Divisio n and 14.33\ f o r i ts St . Johns Division . 
The Nassau County Divi sion has an appro ved return on equ ity of 
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14.33\ pursuant to Order No . 20252. issued Nove mber 3, 1988. 
Using this percentage , and the cost of debt, an AFUDC rate of 
9 .93\ is derived. Even tho ugh this rate is higher than the 
requested rate of 8. 69\, the uti li ty's requested rate of 1<1.33\ I 
for its other operating divisio n (St. Johns County), if 
granted, would have r e sul t ed in an actual ble nded AFUDC rate of 
11 . 5 1\ for t he uti l ity . Therefo re. we f ind t ha t t he de r ived 
rate of 9 .33\ t o be reaso na b le, a nd is appro ve d. 

EFFECTIVE DATE 

Rule 25-30. 116 ( 5 ), Flo rida Admi ni s trative Code, provides 
t hat t he e ff ective date fo r a ne w AFUDC rate wi l l be the month 
Eo llowing t he e nd of the 12 - month period used to establish the 
rate. Since t he period used f o r the c alculatio n was the year 
ended September 30, 1988, the effective date would be October 
1, 1988 . However, the u t ili t y i s requesting retroactiv e 
applicati o n t o July l, 198 7, t he date when the utility 
commenced its e nginee ri ng studies for its construction project. 

Sunray Utilities, Inc., filed for a n original certif1cate 
for its Nassau County Divisio n on August 6, 1987 . The 
certificate was granted on May 31, 1988, and rates and charges 
were set o n No vember 3, 1988. The utility filed for approval 
o f its AFUDC rate on Decembe r 2 , 1988, immediately after: the 
setting of rates and charges. 

At the time of the original certificate fi ling, we did not, 
as a matter of pract i ce, consider requests for approval of an I 
AFUDC rate as part o f the certification process. Because of 
t he frequency with which we were being asked to consider t~ ,.. 
retroactive accrual of AFUDC, we have since determined that, as 
a pract i cal matter, it is more appropr i.Jte to establish an 
AFUDC rate before the utility begins constructio n, even if it 
d oes no t have an approved rate of return. The uti'li't y was of 
the understanding that it had to wa it until it had an 
authorized rate o f return to a pply for appro va l of a n AFUDC 
rate, therefore , it did not appl y for an AFUDC rate prior to 
begi nning construction. Since at the time Sun r ay filed its 
appl i cation for a certificate, we were not requiring utilities 
to obtain our appro val of AFUDC rate prior to beginning 
co nst ructio n, we find that it would be unreasonable to now 
penalize the utility for its f a ilure to obtai n s uch approva l. 

Upon due consideratio n, we fi nd that the date of August 6, 
19 87, which is the date that the uti lity originally applied for 
its certificate, is reasonable a nd thus, is approved for the 
a c crual of AFUDC by the utility. 

Based o n the foregoing, it is, therefore 

ORDERED by t he Flo rida Public Service Commission that the 
applicatio n by Sunray Utilities, Inc. for an AFUDC rate for its 
Nassau County Divisio n is appro ved a s modifi e d in the body of I 
this Orde r . It is furthe r 

ORDERED that the effective date for the herein approved 
9. 33\ AFUDC rate is Augus t 6, 1987. It is furt her 

ORDERED that 
prop~sed agency 

t he provi sions 
action, shal l 

of this Order. issued as 
become final unless an 
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app r opriate petition in the form provided by Rule 25 - 22 .036, 
F l o rida Admin is trative Code, is received by the Director, 
Div isio n o f Re c ords and Reporti ng, 101 East Ga i nes Street. 
Ta llahassee, Flo rida 32399- 0870, by the close n f business o n 
May 15, 1989. I t is fu r t her 

ORDERED that this docket shal l be closed if no time ly 
pro tests are rece ived. 

By ORDER of the 
t his 24th day o f 

( S E A 1... ) 

JRF 

Florida 
APRIL 

Public 

STE 
Division 

Commissiol" 

Reporting 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commi ss ion i s required by 
Section 120.59(4), Florida Statutes , to notify parties of any 
administrative hearing or judicial review o f Commission orders 
that is available under Sections 120.57 0 1 120.68, Florida 
Statutes, as well as the procedu res and time limits that 
apply. This n o tice should not be construed to mean all 
requests for an admini :; trat ive hearing or judicia l revi e w wi 11 
be grante d or result in the relief sought. 

The action proposed herein i s preliminary in na t ure and 
will not become effective or fi nal, except as provided by Rule 
25-22 .029. fl o rida Administrative Code . Any person whose 
substantial interests are affected by the actio n proposed by 
this order may file a petit i o n for a f o rma 1 pro ceeding. as 
provided by Rule 25- 22.029 (-1). Florida Administrative Code, in 
the for :n pro vided by Rule 25-22.036(7)(a) and (f) , Flo rida 
Administrative Code . This petition must be received by the 
Directo r. Division o f Reco rds a nd Reporting at hi s off ice at 
101 East Gai nes Street. Tallahassee, Florida 32399-0870, by the 
close of bus i ness o n May 15, 1989. In the absence of s uch a 
petit ion. this order s ha ll become effective May 16, 1989 as 
pro vided by Rule 25-22.029(6), Florida Administrative Code, and 
as reflected in a s ubse quent o rder. 

Any objection o r protest f iled in t his docket before the 
issuance date o f th is o r der is considered abandoned unless it 
satisfies the foregoing c onditions and is renewed within the 
spec ified protest period. 

If this order becomes fina l and effective on May 16, 1989 , 
any party adversely affected may request j udicial review by the 
Florida Supreme Court in the case of an electric, gas or 
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telephone utility o r by t he First District Cour t of Appea l in 
the case o f a water or sewer utility by fi l i ng a not ice of 
appeal with the Director , Divisio n o f Records and Reporting a nd 
filing a copy of the notice of ap pea l and t he f iling fee with I t he appropriate court. This filing must be completed within 
t h i rty (30) days of t he effective date of t his ord er, purs uant to Rule 9 . 110, Florida Rules o f Appellate Procedure. The no tice of appeal mus t be in the form spec if i e d in Rule 9.900( a ), Florida Rules of Appellate Procedure. 
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