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BEFORE THE FLORIDA PUBLIC SERVICE C0~1ISSION 

I n ce : Petition of PI NE RUN UTILITY 
COMPANY foe approval of allowance fo e 
funds used during construction cates 
in Ma rio n Coun t y. 

) 
) 
) 
) ____________________________________ ) 

DOCKET NO. 891347-W~ 
ORDER NO. 22673 ISSUED : 3_ 13 _90 

The following Co~~issioners participated i n the disposition 
of this matter: 

MICHAEL McK. WILSON, CHAIRMAN 
THOMAS M. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 
JOHN T. HERNDON 

NOTI CE OF PROPOSED AGENCY ACTION 
ORDER APPROVING AFUDC RATE 

BY THE COMMISSION: 

NOT ICE IS HEREBY GI VEN by t he Florida Public Service 
Commission t hat the action discussed he rein is preliminary in 
nature, a nd as such, will become final unless a pel s o n whos e 
i nlerests ace substantially affected files a petition f o r a 
formal proceeding pursuant to R"ule 25-22.029, Florida 
Administrative Code. 

CASE BACKGROUND 

Pine Run Utility Company (Pine Run or Utility) is a Cla ws C 
water utility ope r ati ng in Marion County. The ~tility has 
approxi mately 832 wa ter customers . The Utility was ce rtif icated 
i n 1983, by Order No . 12647, issued o n November 3, 1983. 

On December 1, 1989 , the Utility filed its application for 
approval of Allowance For Funds Used During Construction (AFUDC) 
rates. The application, as filed , met t he filing r equiremenls 
of Rule 25-30.116, Florida Administrat i ve Code, therefore the 
filing date was establ is hed as the of fi cia l date of filing . 
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AFUDC RATE 

Rule 25-30.116(2)(a), Florida Administrative Code , provides 
that an AFUDC rate shall be determined using the utility' s most 
recent 12-month average embedded cost of capital, as derived 
from all sources. The Utility calculated its average embedded 
cost of capital using the 12-month period ended Oc ober 31, 
1989. Our review of the Ut il ity's calculations of its cost of 
capital did not reveal any discrepancies. 

The Utility has not had a rate case, therefore it has never 
had a relurn o n equity estc.~blished by this Commission. Rule 
25-30.116(2)(c), Florida Administrative Code, states that the 
current leverage graph shall be used to determine the return o n 
equity if such has never been previousl y establ1shed Cor a 
utility. Pursuant to the rule, the Utility applied its equity 
ratio of 40.17 percent to the leverage graph and derived a 
return on equity of 13.93 percent. Utilizing this figure, he 
Utility detived an annual AFUDC rate of 11.88 pe rcent, with a 
cor responding monthly disco unted rate of .939986 percent. Wa 
agree with the Utility ' s calculations with regard to the annual 
AFUDC rate. However, due to the method \o~e used in rounding the 
figures, we derived a different monthly discounted AFUDC rate of 
.939862. When this was potnted out to the Utility, it agreed o 
accept our calculations of the monthly discounted tate dS 

correct. 

Upon due 
percent to be 
calculations of 
as Schedule No. 

consideration, we find 
reasonable and it is 
the appropriate AFUDC 

1. 

an AFUDC rate of 11 . 88 
therefore approved . Our 
rate are attached hereto 

EFFECTIVE DATE 

Rul e 25 . 30 .1 16(5 ), Florida Administrative Code, provides 
that the effective date for a new AFUDC rate shall be the mon h 
followi ng the end of the 12-month peood used to establish the 
rate. Since the period use for establish1ng Pine Run's AFUDC 
rate was the year ended October 31, 1989 , pursuant to the rule, 
the effective date for all eligible projects shall be November 
1, 1989. We further note that the Utility has not requested, 
nor do we believe it is appropriate, for t he approved rate to be 
retroactively applied. 

Upon due consideration, it is, therefore, 
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ORDERED by the Florida Pub 1 ic Service Commission that the 
request of Pine Run Utility Company fo r a 11.88 percent annua 1 
AFUDC r ate is hereby approved fo r all e ligibl e project s bcgau on 
o r after November 1, 1989. It is further 

ORDERED t hat the pro v is ion of this Order , issued as a 
proposed agency action, s hall become final unless an appropriate 
petition, in the for~ provided by Rule 25-22.036, Flo r ida 
Admini strati ve Code, is received by t he Director , Divis ion o f 
Reco r ds and Repo rting, at his office at 101 East Gc'lines Street, 
Tall ahassee, Fl orida 32399-0870, by close of bustness o n the 
date set for t h i n the "Notice o f Further Proceedings or Judicial 
Review· attached hereto. It is fu r ther 

ORDERED that in the event that this Order becomes fi nal and 
effective, t his docket s hall be closed. 

By ORDER 
thlS 13th 

( S E A L ) 

JRF 

of the 
day of 

Florida 
MARCH 

Pub 1 ic Service Commission 
1990 

STEVE TRIBBLE, Director 
Division of Reco rds a nd Reporting 

by~· _.~~~~~--~-------
-CRiet,aureauotRecords 

NOTICE OF FURTHER PROCEEDI NGS OR JUDICIAL REVIEW 

The Florida Pub lic Service Commission is r equi red by 
Section 120.59(4), Florida Statutes , to nottfy part1es of any 
administrative he a ring o r judicial review of Commission o rders 
that is avai lable under Sections 120 . 57 or 120 . 68, Flo r 1d a 
Statutes, as we ll as the procedu res and t i me limits that apply. 
Th is notice s hould not be construed t o mean all r equests for an 
administrat ive hearing o r judi<..ia l review will be gra nted o r 
result in the relief sough 

The actio n pro posed herein is 
will no t become effective o r fi nal, 

preliminary in natu re and 
except as provided by Rule 
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25-22 .029, Florida Administrative Code. Any perso n whose 
substantial interes ts are affected by the acti o n pro pos ed by 
this order may file a petition for a formal proceeding, as 
provided by Ru le 25-22.029{4), Florida Administrative Code, in 
the form provided by Rule 25-22.036(7}(a} and (f), Florida 
Admin istrative Code. This petition must be received by the 
Director, Division of Records and Reporti ng at his office at 101 
East Gaines Street, Tallahassee, Florida 32399-0870 , by the 
close of business on April 3, 1990 

In the absence of such a petit ion, this order sha 11 become 
effective on the day s ubsequent to the above date as provided by 
Rul e 25-22.029(6), Florida Administrative Code, and as reflected 
in a s ubsequen t order. 

Any objection or protest filed in this docket before l he 
issuance date of thi s orner is consi dered abandoned unless it 
satisfies the foregoing conditions and is renewed with i n the 
specified protest peri od. 

If this o r de r becomes final and effective on the daLe 
described above, any party adversely affected may request 
judicial review by the Florida Supreme Court in t he case of an 
electric, gas or telephone utility or by ht.. First Dis nc 
Court of Appeal in the case o f a water or sewe r utility by 
f1ling a notice of appeal with the Director , Division of Records 
and Reporting and filing a copy of the notice of appeal and the 
fi ling fee with the appropriate court. This filing mus t be 
completed within 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 of Appellate Procedure. 
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PillE RUII UTiliTY COMPAMY 

Comlss lon Approved AF\IIC htes 

As of febr'lary 8, 1990 

Cepit a I i ut I on 
Class of Capital Per Utili ty 
.............................. . .... . ........ ........ 

COII'!On Equl ty 157,369 
long Tel"'l Debt 234,357 
Short·Te,.. Debt 0 

Custo.r Deposits 0 
Customer Deposi ts 0 
Tall Credits . Zero Cost 0 
Tax Credits • ~lghted Cost 0 
Deferred Income Ta11es 0 

....... . ........ . . 

Total 391,n6 

•••••a:s••••••• 

-

Ut lllty 

Adjust~~tnU 
.. ................ 

0 

0 
0 

0 

0 

0 

0 

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

0 

••••a:a ..... 

Adjusted 

Capital 

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

157,369 

234,357 
0 

0 

0 

0 
0 

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

391,n6 
....... :a: ....... 

ScheO.IIe llo. 1 

Docket llo. 891347·\AJ 

Percef'lt 

of Cost lltlghted 

Capital .. t .. Cost 
. .............. . . .......... ..•..••.. 

'0.171 13.931 5.60X 

59.8lX 10.50X 6.281 
o.oox o.oox o.oox 
o.oox o.oox o.oox 
o.oox o.oox o.oox 
o.oox o.oox o.oox 
o.oox o.oox o.oox 
o.oox o.oox o.oox 

. ............ . ........ 
100.001 11.881 

&:&••••••• ........... 

-

Dlsc~ted 

Monthly 

hte 
. .......... 

0.939862X 
.-.:a-...:.-.-aa:a 
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