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BEFORI:: THE FL.ORIDA PUBLI C SERVICE COMMI SS I ON 

In re : Peti ti on of MI LES GRANT WATER & 
SEWER COMPANY for app roval to c harge 
AFUDC i n Ma r t in County. 

DOCKET NO. 890481- WS 
ORDER NO. 21581 
I SSUED : 7-18- 89 

The following Commissione r s pa rti ci pated 
d ispos i t i on of t hi s ma tter : 

MI CHAEL Mc K. WI LSON, CHAI RMAN 
TnOMAS M. BEARD 
JOHN T . HERNDON 

NOTICE OF PROPOSED AGENCY ACTION 

ORDER ESTABLISHI NG AFUDC RATE FOR MILES GRANT 
WATER AND SEWI::R COMPANY 

BY THE COMt1f SS ION: 

in the 

NOTICE is hereby g i ven by t he F lorida Publi c Service 
Commiss i on t hat t he act i o n d i scussed here i n e stabl ish ing a n 
AFUDC rate is p r e l imi nary in nature and will become fi na l 
unless a person whose interests a rc s ubs t a ntia lly af fected 
files a petition for a formal proceed ing pu rsua nt to Ru l e 
25-22 . 029 , Florid a Administrat ive Code . 

BACKGROU NI1 

Mi l es Gran t wate r a nd Sewe r Compa ny (M i l es Grant o r 
utility) i s a wate r a nd sewe r u t ili t y l ocated in Mar tin 
County. On Apri l 6, 1989 , t he u ti l i ty f i l ed an appli c a tion fo r 
an Allowance For Funds Used Dur ing Const r ue ion (AFUDC ) rate . 
The a ppli.cation did not meet t he mi nimum fili ng requirements of 
Rule 25-30.ll6 , fl or ida Adrni n istriltivc Code , a nd the ut ili t y 
was so informed. Subsequently, on May 25 , 1989 , Mi l es Gtant 
ftled the required info rmatio n and t h is date was estab l ished as 
Lhe officia l filing daLe Cor its applicat i o n. 

Niles Grant ' s application is rhc first tequest by t h i s 
util i t y for approva l o t an AF'UL>C rate , and i s made i n 
accordance with Rul e .15-30 . 116, Flolida Administra tive Code . 
The utility ' s CUtrenL t.1Lc bose was 11 ~Lab l is hed in Doc ket No . 
870981-WS through 01 d~· No . 20066 , i s:;ucd Scpternb~ r 26 , 1988. 

DOCI!IitHT ~:"·:~ -~-9.\T~ 

0 7 1 9 a JUL 113 !?~3 

o:psc-RECOROS/REPORT1Ni.i 

221 



222 

ORDER NO. 21581 
DOCKET NO. 890481-WS 
PAGE 2 

In those proceedings, the test year ending June 30 , 1987 was used for calculati~g the utility's capital structure. The utility did not have a n approved AFUDC rate , nor was one requested by the utility during t he September , 1988 proceedings. 

METHODOLOGY FOR CALCULATING 
AFUDC RATE 

Rule 25-30. 11 6(2) (a), Florida Administrative Code, provides that an AFUDC rate shall be determined using a utility's most recent twelve-month average embedded cos t of all sources of capital. However, in the pres ent case, the utility is req t•esti ng that it be perrnitted to use a modified simple average methodology fo r calculating an AFUDC rate, as opposed to that methodology required by t he r ul e. As discussed below, we find the utility ' s reques L to be reasonable and consistent with our previous deci s ion in the utility's above-discussed rate case proceeding. 

In the utility·s · most recenl rate cas e pro~eeding , (Docket No. 870981-WS), we appro ved a stipu la tion by the parties to the use of a modified simple average methodology fo r calculating the cost of capita l. The r eason for this was due to the complexities involved in calculating t he allocations of the utility's c onunon equity a nd long-term debt components of its cost of capital. Bec ause of such comple xi ties, we allowed the utility to calculate its capital structure twice a yea t , on June 30 and December 31, using the actual customer deposits, tax credits , and deferred income taxes of Miles Gra nt, with the conunon equity and l o ng-term debt allocated in the same pro po rtion as they occur in the parent company, Utilities, Inc. We also allowed the utility to ~alculate the tel>t year capital structure using t h ree points in time; the beginni ng , lhe midpo int, and the e nd o f the tes t year f o r simplification purpo ses. 

Bas ed on the abo ve , we find t h a t in o rder t o be consisten t with the previo us r a t e c ase p roceeding fo r Hile s Grant, Rule 25-30.116(2)(a ), Florida Admini st r ati ve Code, i s hereby waived t o allow the use o f a modi f i e d s i mpl e av e r a g e t o establish an AFUDC ra t e for the util ity. 

i\FU!lUATE 

Miles Grant· s pet i l ion r e quested an AFUDC rate of 10.66\. However, we fi nd l h aL because o f a n e rt o r in calculating the 
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utility's long-term debt, the correct annual AFUDC rate shou ld be 10.43\, with a corresponding monthly rate of 0.830440\. Attachment A reflects our calculations of the various components of the AFUDC rate. Upon due consideration, we find that an annual AFUDC r ate c- f 10.43% to be appropriate and is approved. 
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EFFECTlVE DATE AND PENALTY 

Rule 25-30 .116(5), Florida Administrative Code, provides that the effective date fo r a new AFUDC rate will be the month following the end of the t we lve-month period used t o establish t he ra te. In the present case, t he period use d for t he calculation of the AFUDC rate was the twelve-month ending Decembe r 31, 1988. Therefore, pursuant to the above rule, t he effective date for the accrual of AFUDC for elig i ble projects is January 1. 1989. The above-cited rule also permits retroact ive application o f the AFUDC rate to a previous fiscal year, if authorized by the Commission. The utility requested r etroact ive application to October , 1985. However, since Miles Grant's most recent r ate case proceedi ng wa s based o n t he tes t - year ended June 30, 1987, and further, since the uti li ty did not request an AFUDC rate in its last rate case proceeding, we find that the ea rl iest date the utility s ho uld l:le permitted to accrue AFUDC is July 1, 1987 . 

As discussed above, the present application is Miles Grant's first such application for our approval o f an AFUDC rate. Accordingly , we find that the utility's approved AFUDC ra te of 10.43\ should be reduced by a one-hundred basis po int penalty, to 9.43\, with respect to the r etroactive pertnd because of the utility's untimely application fo r our approval of such ra ':e. 

Ba sed o n the above, we find that for t he period July 1, 1987 through December 31. 1988, Miles Grant Water and Sewe r Company is hereby authorized to accrue AFUDC on its books at t he annual rate of 9.43\ for all e l igible projects. Commencing on January 1, 1989, f1il es Grant is hereby authorized to accrue AFUDC at the annual rate of L0.43\ for all el igible projec t s . 

Based on the foregoing, it is, therefore. 

ORDERED by the Florida Pub lic Serv i ce Commission that the 
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appl icat i o n by Miles Gran t Water and Sewe r Company, clo Utilities, Inc., 2335 Sande r s Road, Northbrook, Illinois 60062, for an AFUDC rate fo r i ts operation s in t4artin County is app r oved as modified i n the body o f t hi s Order. rt i s further 

ORDERED that Miles Grant Water a nd Sewer Company is h ereby authorized t o retroactively accrue AFUDC a t the annua l rate of 9. 43\ for all eligible proj ects for the period July 1, 1987 through December 31, 1988. It i s further 

I 

ORDERED tha t Miles Grant Wa ter and Sewer Company is h ereby I authori;:ed t o accrue AFUDC a t the annual rate of 10.43\ f o r all eligible projec t s commencing J anu ary 1, 1989. I t i s Curther 

ORDERED that the provisions o( t hi s Orde r, i ssued as pro posed agency action , s hall become fi nal unless an appr opri ate petition in t he f o r m pro vi ded by Rule 25 - 22.036, Flo r ida Admi n istrative Co d e , i s rece ived by the Director, Divi s i o n of Records and Re po r t ing , 101 East Ca ines Street, T a llahassee , Florida -32399- 0870 , by the c l ose of business on August 8, 1989. It is furthe r 

ORDERED that t h is d ocke t s h a l I be closed if no time ly pr otests are rece ived. 

By ORDER of the 
this 18th day of 

( S E A L ) 

JRF 

F l o rida 
Jul y 

Public Serv i ce Commi ss ion , 
1989 

Repo rti ng 

NOTICE OF FURTHER PROCE~Il!_NUS OR JUDIC I AL REVIEW 

The F l o rida Pub li c Se r ~ i ce Commi ss i o n i s r equired by Sect1 on 120 . 59 (4), Flo ri da Statutes , to n" tify parties of any admini s tra tive heJ ring o r judicia l r eview o f Commissi o n o rder s that is avai labl e unde r Section s 120 . 57 o r 120.68, Flo rida 
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Statutes , as 
appl y . This 
requests for 
be gran ted o r 

wel t as the procedures a nd time limits t ha t 
no tice should not be const r ued to mea n a ll 

a n administrative heari ng or j udicial r e v iew will 
res u lt i n the relief soug h t . 

The act i on proposed here i n is pre l imi na r y i n nat u re a nd will not become effect i ve or fi na l, e xcep t as provided by Rule 25-22. 0 29 , Flo r ida Admi nistrative Code. Any person whose s ubstantia l inte rests are af f ected by t he action p roposed by th i s o r der ma y fi l l' a petition fo r a forma l proceed ing , a s p r ovided b y Ru l e 25-22.029 (<1), flor i d a Adm i n ist rati ve Code , in t he fo rm p rovided by Rule 25-22.036 ( 7 )( a ) and ( f), F l o rida dmi n ist r ati ve Code. This petition must be recei ved by t he Di r ecto r, Di vi s i o n of Records and Repo r ting at h is office at 101 East Gaines S t r eet , Tal l a hassee. F l or i da 32399-0870, by t he c l ose of business on August 8, 1989 . In the absence of such a petit i o n, t h is o r der shall become effec t ive August 9 , 1989 as p r ovided by Rule 25-22 . 029 ( 6 ). Flo rida Admin ist r ative Code, a nd as reflected in a subsequen t order . 

Any objection or p rotest filed i n t hi s d ocket before t he issu a nce date of t h is orde r is con s i dered aba ndoned unless it satisfies t he forego ing conditions and is renewed with i n the specified protest period. 

I f t his order becomes final and effective o n August 9 , 1989, a ny party adverse ly affected ma y r equest j udicia l r e vie w by the Florida Sup r eme Court in t he case of a n eLectr i c , gas o r telephone uti l ity or by t h e F i rsl Di st rict Cour t of Appea l in the case of a water or sewer utility by filing a notice of appeal with t h e Di rec t or, Division of Records and Repor t i ng and fi l i ng a c o py of the not ice o f a p pea l and the f iling f ee wi t h the appro priate court . This fi l i ng must be comp leted within thirty (30) days of t he effective date of this o r der. pu rs u a nt to Rule 9.110 , Florida Rules of Appellale Procedure. The notice of appeal must be 1n the f o rm speci fied in Ru l e 9 .900(a), Florida Rules of Appellate Procedure. 
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K• t ~s Crant \Jater ard Se-wer C~ 

C.,.,.i .. i cn Approved Afl.OC ~Itt 

12·11onth Period Erded Decert>er 31, 19SI! 

Avt'rage 

Copltol 

Closs of Ctpi tal St ruc ture 

····-····· ·· ·········· ············ 

'""""""Equity 262,1211 

long·ler• Dtbt •l0,6Zl 

Short· ,, .. Debt 0 

Cuo t"""'r D•poslts 19,Ml 

Tu Crtdits • ltro Cost 37,364 

Dtftrrod 1nc0010 liAtl 17, 157 
...... ....... 

1otol 677,355 ............ 

Com~lss lcn 

Adjust"""" 
... .. .. ...... 

...... ..... 
0 . ........... 

Ad)uotod 

Copi to l 

Structure 
.......... ... 

262,1211 

ll0,62l 

0 

19,SI!l 

37,364 

37,157 
. ........... 

677,355 ..... ._ ...... 

-

Pt'rct nt 

of 

Copi tol 

Sch.O..It No. 1 

Oocktt No. 890'111·1/S 

Cost llel~td 

Ret es Cost 

311. 731 1'.16X S.411X 

47 . llX 9 .961 4.711 

o.oox o.oox 0.001 

2.94X a.oo1 0.231 

S.S2X o.oox 0. 001 

5.49X o.oox o.oox 

IOO.OOX 10.431 

OisciU'tod 

Monthly 

Rote . .. ... .. ... . 

O.lll0440X ........... 
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