
I 

I 

I 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Application for Allowance 
for Funds Used During Construction ) 
(AFUDC) Rate by General Development) 
Utilities, Inc. for West Coast ) 
Division in Charlotte, DeSoto, and ) 
Sarasota Counties ) ______________________________ ) 

DOCKET NO. 900696 -WS 
ORDER NO. 23966 
ISSUED: 1-7-9 1 

The following Comm i ssioners participated in the disposition of 
this matter: 

MICHAEL McK. WILSON , Chairman 
THOMAS M. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 

FRANK S. MESSERSMITH 

NOTICE OF PROPOSED AGENCY ACTION 
ORDER ESTABLISHING ALLQWAHCE FOR FUNDS 
USED DURING CONSTRUCTION CAFUDCl RATE 

BY THE COMMISSION: 

NOTICE IS HEREBY GIVEN by the Florida Public Service 
Commission that the action discussed herein i s preliminary in 
nature, and as such, will become final unless a person whose 
interests are substantially affected files a petition for a formal 
proceeding pursuant to Rule 25-22.029, Florida Admi nistrative Code. 

CASE BACKGROUND 

General Development Utili ties, Inc. , West Coast Division, (GDU 
West Coast or utility) is a Class A water and wastewater u ility 
operating in Charlotte, DeSoto, and Sarasota Counties. On January 
24, 1990 , the utility filed an application for multi-county 
certificates. By Order No. 22783, issued April 9, 1990, this 
Commission granted the utility the wate r and wastewater 
certificates it requested . GDU West Coast has not previously had 
a rate case before this Commission; however , it did have a r a te 
case in 1985 for its Charlotte County system before the Charlotte 
County regulatory authority. 

On August 14 , 1990, the utility filed the instant application 
for approval of an Allowance for Funds Used During Construction 
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(AFUDC) rate . The application met the filing requirements of Rule 
25-30.116(4), Florida Admi nistrative Code. 

AFUPC RATE 

The uti lity calculated its average embedded cost of capital 
using the 12-month period ended June 30, 1990 . The utility made 
its capital structure calculation using pre liminary balances and 
estimates based on t .he best information available at the date of 
fil ing . It reques ted an 11.59% AFUDC rate, with a monthly 
discounted rate of .965321\. 

Subsequent to its filing i n this case, the December 31, 1989, 
audited financial stateme nts for Gene ral Development Utilities, 

I 

Inc., (GDU) wet'e finalized . These financial stateJIIents made 
several adjustments to the June 30, 1990, capital structure 
Lalances filed by t he utility. The utility provided an updated 
capital structure but did not want to revis its f ili ng. Since we 
believe that it is appropriate t o use the updated , audited a mounts I 
rather than the estimated amounts originally filed, we have 
adjusted the amounts originally fi led to reflect the audited 
balances. 

We have not previously establis hed a rate of r eturn on equity 
for GDU West Coast, although Charlotte Cou nty authorized it to earn 
a 15.50% return on equity in its 1985 rate case with the County. 
In its application in this case, the utility requested a 13.34% 
return on equity based on the leverage graph estab lished in Order 
No. 21775, issued August 23, 1989 . This Commission has, however, 
updated the leverage qraph by Order No. 73318 , issued August 7, 
1990. As the utility has agreed to use the updated leverage g raph 
and we believe it appropriate to use the most curre~t information, 
we shall use the leverage graph contained in Order No. 23313 to 
calc ulate the proper rate of return on equity. Accordi ng to that 
graph, with an equity ratio of 53.65%, the appropriate return on 
equity for this utility is 12 .66t. 

Using a 12. 66t return on equity, we find t he appropriate 
annual AFUDC rate for this utility to be 11. 28% and the monthly 
d iscounted rate to be . 894640%. Our calculations are conta ined in 
Schedule No. 1 , which is attached hereto and by reference 
incorporated herein. 
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EFFECTIVE DATE OF AfUOC BATE 

Rule 25-30.116(5), Florida Administr ative Code, s t ates that 
the effective date f or a newly-approved AFUDC rate shall be the 
month following the end of the 12-month period used to establish 
the rate. The period used for calculating the rate here was the 
year ending June 30, 1990, so the effective date of the rate s hould 
be July 1, 1990 , according to the rule . However, pursuant to Rule 
25- 30.116 (5), Florida Administrative Code, the utility has 
requested a retroactive application of the rate to begin October 1, 
1989. 

The utility cites the following reasons for its request for 
retroactive application: (1) There had been considerable 
uncertainty regarding the Commission ' s j urisdiction over GDU West 
Coast. On January 24, 1990, the Commission issued a declaratory 
statement confirming its jurisdiction, but this decision is 
currently being appealed. (2 ) In recent months a number of other 
filings have either been required by the Commission or necessary in 
the regular course of business, including the application for 
multi-county certificates, three certificate extens io~s, the 1989 
Annual Report , and an indexing/pass-through application. The 
Commission issued certificates to the utility as recently as April 
9, 1990. (3) Certain capital structure bal ances were affected by 
the Chapter 11 Bankruptcy filed by GDU's parent company. GDU's 
audited financial statements f or t h e year ending December 31, 1989, 
were not finalized until early September , 1990. Adjustments to the 
capital structure balances were being made up until that late date 
as certain parent/subsidiary accounting issues were resolved. 

Upon consideration, we hereby deny retroactive application of 
the AFUDC rate established herein f or qualifying p rojects in any of 
the three counties i nvolved. Retroactive application for Charlotte 
County construction projects is unnecessary because the utility 
currently has a Charlotte County-approved Carrying Cost Recovery 
Charge (CCRC) of 10 .60%. As the CCRC is essentially an AFUDC rate, 
the present application is, in effect , a request for a change in, 
rather than a n i n itiation of, an AFUDC rate . The utility will not 
be losing all carrying costs by our denying retroactive 
application, just a n increment of the charge, and we think that the 
resulting loss will not be material enough to warrant retroactive 
application . 
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Retroactive application for construction projects in Sarasota 
County is likewise unnecessary. By letter dated October JO, 1990 , 
the utility indicated that the City of North Port, which regulates 
the utility's Sarasota County system, does not require separate 
filing of and approval for AFUDC rates. All the utility had to do 
was notify the City of its current AFUDC rate in its annual report. 
GDU calculated and annually adjusted its Sarasota county AFUDC rate 
based on West Coast Division balances and t hen reported the 
balances in its annual reports . Again, it would appear that this 
application is, i n effect, a request for a change in an AFUDC rate, 
rather than a request for approval of an initial rate. For the 
same reason we denied retroactive application to the Charlotte 
County system, we deny it for the Sarasota County system . 

I 

Finally, we wil l no t allow the utility to retroactively apply 
the AFUDC rate approved herein to DeSoto County construction 
projects. This Comm~ssion has had jurisdiction over Desoto County 
since August 14, 1984. Rule 25-30.116(8), Florida Administrative 
Code, which was amended on December 7, 1987, states that paragraphs I 
(a) and (b) of subsection (1) of the rule were to be effective for 
all utilities no later than January 1, 1989. The utility has not 
previously applied for an AFUDC rate for the DeSoto system and did 
not file the instant applica~ion until August 14, 1990. In our 
judgment, the circumstances cited by the utility do not justify its 
delay in filing for an AFUDC rate. 

It is, therefore, 

ORDERED by the Florida Public Service Commission that the 
provis ions of this Order, issued as proposed agency action, s hall 
become final, unless an appropriate petition in the form provided 
by Rule 25-22.029, Florida Administrative Code, is received by the 
Director, Division of Records and Reporting at h i s office at 101 
East Gaines Street, Tallahassee, Florida 32399-0870, by the date 
set forth in the Notice of Further Proceedings below. It is 
further 

ORDERED that the application for an Allowance for Funds Used 
During Construction (AFUDC) Rate by General Development Utilities, 
Inc., West Coast Division , for Charlotte, DeSoto, and Sarasota 
Counties is granted to the extent set forth in the body of this 
Order. It i s further 
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ORDERED that the AFUDC rate approved herein shall be effective 
for eligible construction projects as of July 1, 1990, ~nd s hall 
not be retroactively applied. It is further 

ORDERED that in the event no timely protest to this Order is 
received, this docket shall be closed. 

By ORDER of the Florida Public Service Commission this 7th 
day of JANUARY ~1~9~9~1 ___ __ 

L , D1rector 
ecords and Reporting 

( S E A L ) 
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NOTICE OF fURTHER PROCEEDINGS OR JVDICIAL REVIEW 

I 

The Florida Public Service Commission is required by Section 
120 . 59(4), Florida Statutes, to notify parties of any 
administrative hearing or judicial review of Commission orders that 
is available under Sections 120.57 or 120.68 , Florida Statutes, as 
well as the procedures and time limits that apply . This not ice 
should not be construed to mean all requests for an adminis~rative 
hearing or judicial review will be granted or result in the relief 
sought. 

The action proposed herein is preliminary in nature and will 
not become effective or final, except as provided by Rule 25-
22.029, Florida Administrative Code. Any person whose substantial 
interests are affected by the action proposed by this order may 
file a petition for a formal proceeding, as provided by Rule 25-
22.029(4), Florida Administrative Code, in the form provided by 
Rule 25-22.036(7)(a) and (f) , Florida Administrative Code. This 
petition must be received by the Director , Division of Records I 
Reporting at his office at 101 East Gaines Street , Tallahass 
Florida 32399-0870 , by the close of business 

January 28 , 1991 

In the absence of such a petition, this order shall become 
effective on the day subsequent to the above date as provided by 
Rule 25-22.029(6), Florida Administrative Code. 

Any objection or protest filed in this docket before the 
issuance date of this order is considered abandoned unless it 
satisfies the foregoing conditions and is renewed within the 
specified protest period. 

If this order becomes final and effective on tile date 
described above, any party adversely affected may request judicial 
review by the Florida Supreme Court in the case of an electric , gas 
or telephone utility or by the First District Court of Appeal in 
the case of a water or sewer utility by filing a notice of appeal 
with the Director, Division of Records and Reporting and filing a 
copy of the notice of appeal and the filing fee with the 
appropriate court. This filing must be completed withi n thirty 
(30) days of the effective date of this order , pursuant to Rule 
9.110 , Florida Rules of Appellate Procedure. The notice of appeal 
must be in the form specified in Rule 9.900(a), Florida Rules ' 
Appellate Procedure. 
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