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BEFORE THE FLORIDA PUBLIC SERVI CE COM1-1ISSION 

I n re: Pr oposed AFUDC letter r equest 
required by Ru les 25-4 .017 1, F.A.C., 
fo r local exc hang e companies (LECs ) and 
25-6 .014l,F.A. C. for investor- owned 
e l ectrics (IOUs) 

The fo llowing Commissioners 
dispos ition of this matter: 

) DOCKET NO. 
) 
) ORDER NO. 
) 
) I SSUED : 
) 

participated 

MI CHAEL McK . WILSON, Chai rman 
BETTY EASLEY 

GERALD L. GUNTER 
FRANK S . MESSERSMITH 

ORDER ESTAB LISHING AFUDC RATE FOR 
SOUTHERN BELL TELEPHONE AND TELEGRAPH COMPANY 

AND 
CLOSING DOCKET 

BY THE COMl~ISSION : 

880413-PU 

23156 

7- 5-90 

in the 

Ru le 25-4 . 0171, florida Administrative Code (the Ru le), 
gi ves ut i lities the c hoice of filing private letter ruling 
requests wi th the Interna l Revenue Service (the IRS) concerni ng 
t he calculation of their rates to be used 1n determining lhe 
allowance for f und s used during conslruclion (AFUDC ). Thi s 
e lectio n was provided for companies wish ing to obta in assurance 
that all investment t ax credits (ITCs ) can be assign~d a cost 
rate of zero i n thi s calculation withoul violating Secti o n 
46 ( f ){ 2 ) o f the I n ternal Revenue Code. 

December 4 , 1989, we approved 
Te l egraph Company' s (Bell' s ) 
request for submission t o the 
Be ll to revise ils AFUDC rate 

By Order No . 22263 , i ssued 
Southe rn Be l l Telepho ne and 
pro posed p r i vate letter rul ing 
IRS. Additionally, we o rdered 
from J11ly 7, 1987 f orward upo n 
IRS ruling was received June 8 , 

receipt of an IRS ruling. The 
1990. 

A return on equity (ROE ) of 13 . 20\ was est<ibl ished f or 
Be ll for all regul alory purposes by Orde r No . 20162, 1ssued o n 
October 13, 1988, i n Docke ts Nos . 880069-TL and 87083 2-TL. We 
d id not c ha nge Bell ' s AFUDC rate at that time to reflect the 
l ower ROE or any ot her c hanges in he capital structure . We 
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believed that it would be administratively easier for Bell to 
change its AFUDC rate Cor both the zero cost ITC and the new 
ROE at one time . 

Upon review, we cone 1 ude that 8. 59\ annua 11 y, or . 689079\ 
monthly, is the AFUDC rate to be applied by Bell beginning on 
October l , 1988. This rate is based on the 13.20\ ROE 
established by Order No. 20162. Based on the zero cost ITC, 
the ROE of 13.2\ and t he capitdl struclure fot Lhe t welve 
months ended December 31 , 1988, Southern Bell's new au hocized 
AFUDC rate is 8.59\ . SLaf( ha s used t he cap1tal structure for 
the twelve months ended December 31, 1988 , because this is the 
closest period to October 1988 for wh1ch we have data and an 
audit has already been conducted. 

Wilh respect to the AFUDC rate to be applied 

I 

retroact i vely , Bell has recalculated its AFUDC rate us1ng 
zero-cost ITCs. The resultant 9.69\ rate necessitated a 
reduction in AFUDC retroactive to July 7, 1987 and through I 
September 30 , 1988 . Since ·our decision prescribing a 13.2\ ROE 
was made on September 23, 1988, we hereby set an effective date 
of October l, 1988, for Bell's new AFUDC ra te . The total 
reduction in AFUDC accrued from July of 1987 thtouqh May of 
1990 is $658,538 . The company shall reco rd Lhe adjuslmenl in 
order to accomplish thi s purpose . 

Order No. 22263 Cutlher ordered Lhal his dockel be closed 
upo n receipt of the IRS's private let er rul ing issued to 
Bell. In light of the action being takun here1n, we hcteby 
close this docke . 

Based on the foregoing, it is 

ORDERED by the Florida Public Service Comm1ssion that, 
effective October 1, 1988, the rate to be used in de ermining 
Southern Bell Telephone and Telegraph Company's Allowance Fo r 
Funds Used uuring Construction s hall be 8.59\ annually, or 
.689079\ monthly , in accordance with Rulu 25-4.0171 , Floflda 
Administrative Code, in compliance with Order No. 22263 , issued 
December 4 , 1989. It is further 

ORDERED that this docket is hereoy closed. 
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By ORDER of 
this 5....t.h._ day of 

the Flo rida Public Setvice Commtsston, 
1990 __ ..::J:...:ULY ---

3TEVE TRIBBLE, Directo r 
Division of Reco rds and Reporting 

( S E A L ) 

DLC ~'t~r Chie~ Bureauicords 
by· 

NOTICE OF FUR!_HER PROCEHH IGS OR JUOlCIAl. R£-Vlf~ 

The Florida Public Service Commission is required by 

Section 120.59(4). Florida Statute-3 , to nottfy parties ol dny 

administrative heanng o r judictal r cv1ew of Cornrni s~:.t o n otde cs 

that is available unde r Sections 120.57 o r 120.68, Florida 

Statutes, as well as the procedures a nd time limits that 

apply . This notice should not be cons r ued to mean all 

r equests for an adm1n1slra tve heartng o r )udict.11 review will 

be granted or result in the relief sough . 

Any party adversely af tectcd by t he Commission's (inal 

action in t h is matter ma y request : 1) reco nsiderati o n of the 

decision by filing a molton for reco ns1 derat ion with the 

Director, Division of Reco rds and Reporting wilhin fif een {15) 

days of the issuance of this o rder in he form presc ribed by 

Rule 25-22.060 , Florida Administrative Code ; o r 2) judicial 

review by the Florida Supreme Court in the case oC an electric . 

gas or telephone utility o r the Firsl Distr1ct Court of Appeal 

in the case of a water o r sewer utili ly by filing a notice o f 

appeal with the Dirc>ctor , Division o f Reco rd s and Repo rt1ng and 

fili ng a copy o f he notice o f appeal and the filing fee wi t h 

t he appropriate court. Th1s t1li rg musL be completed withtn 

t hirty (30) days after the issuance o f his order. pursuant to 

Rule 9 . 110 , Florida Rules of Appella e Procedure . The notice 

lf appeal must be in t he form specified 1n Ru l e 9 . 900{a), 

lor ida Rules of Appellate Procedure. 
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