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BEFORE THE FLORIDA PUBLIC SERVICE COf-1MISSION 

In re: Appl ication o f CANAL UTILITIES,) DOCKET NO. 8907 21-WS 

INC. for approval of allowance for ) ORDER NO. 21763 

funds used during constructi on rates. ) ISSUED : 8-2 1-89 __________________________________________ ) 

The following Commissioners participated 

disposition of this matter: 

MICHAEL McK. WILSOtl, Chairman 
THOMAS M. BEARD 

GERALD L. GUNTER 
JOHN T. HERNDON 

NOTICE OF PROPOSED AGENCY ACTION 
ORDER ESTABLISHING AFUDC RATES 

BY THE COMMISSION: 

in the 

NOTICE is hereby given by Lhe Florida Public Service 

Commi ssion that t he action discussed herein is preliminary in 

natore and will become final unless a (.crson whose interests 

are substantially affected files a pelltion for fotmal 

. roceeding pursuant Lo Rule 25-22 . 029 , Flonda Admtnistrative 

Code . 

On tt1ay 25, 1989 , Canal Utilit1es, Inc. (Canal or utility) 

filed an appl tca tion for approval o f a 9.72\ Allowance for 

Funds Used During Construction (AFUDC) rate, to bL appl1 ~d 

retroactively to eligible projects as of Augus lL , 198C . This 

is t he first request by thi s utility for an AFUDC rate. The 

last rate case for Ca nal wa s i n Docket No. 790o 29-W~ , 

culminating in Order No . 9415, issued o n June 6 , 1980. The 

fi ling i s pursuant to Rule 25-30.116, Florida Administrative 

Code . The application satisfied the m1 n1mum filinq 

requirements and May 25 , 1989 was established as the official 
fili ng date . 

Canal calculated its AFUDC rate in accordance with Rule 
25-30.ll6 ( 2 )( a ), Flor : da Administrative Code , using t he most 

recen t 12-month average embedded cost of capital from all 

sources . The util1ty's capttal structure is comprtscd of 

preferred stock, long-term deb , short-term debt, and 

u namort ized investment tax credi s. There is no ~quiLy 

component due to nega ive ret-ained ~arning"i. Pursu an to Rule 
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25-30.116(2)(b), Florida Administrative Code , the utility used 
t he e nd of period cost of preferred stock and long-term debt, 
the most recent 12-month a veraqe c o st of short-te r m debt, and a 
zero cost rate for all investment tax credits . Our review of 
the u ti lity's application indicated that the averaqe cost of 
s ho rt- term debt wa s calculated by averaging the monthly 
i nterest rates instead of i n terest expense. The necessary 
adj ustment resulted in a reductio n of the short-term debt cost 
rate from 10 . 35\ to 10 . 33\ . This adjustment, however , had no 
effect on the overall weighted cost of capital. The 
calculation of the AFUDC rate is attached to this Order as 
Schedule A, and is by reference incorporated here in. 

Rule 25-30 . 116 ( 5 }, Florida Admini s trative Code, prov1des 
t hat the AFUDC rate shall become effective the month following 
t he end of the 12-month period used to establish that r ate . 
Since t he 12-month period ended on December 31 , 1988, the AFUDC 
rate s hal l be effecti ve for eligible projects as of January l, 

I 

1989. However, Canal requested retroact ive applicati o n of the I 
AFUDC rate to August 11, 1966 , the effective date of the rule. 
Si nce Canal failed to make a timely request for an AFUDC rale 
as required by Rule 25-30 . 116 ( 5 ) , Florida Admi nislrative Code, 
we find it appropriate to reduce the AFUDC rat e by 100 basis 
points to 8.72\ for eligible projects during the period of 
August 11 , 1986, to December 31 , 1988. 

Based on the foregoing, it is hereby 

ORDERED by the Florida Public Service Commission th a t the 
applicatio n of Ca n al Utilities , Inc . for establi s hm nt of a 
9 .72\ AFUDC rate is approved and effective for eligible 
projects as of January 1, 1989 , and an 6 . 72\ AFUDC rate is 
approved and effect ive for eligible pro jects during the period 
of August 11 , 1986, to December 31 , 1988 . Schedule A, 
ref l ecti ng calculation of the AFUDC rate of 9 . 72\, is attached 
to this Order and by reference inco rpora ed herein . It is 
further 

ORDERED that the provisions of this Order, issued as 
proposed agency action , shall become final and effective unless 
a n appropriate petition in the form provided by Rule 25-22 . 36, 
Florida Administrative Code, i s received by the Director, 
Division of Records and Reporting, at his office at 101 Eas t 
Gai nes Street, Tallahassee, Florida 32399-0870 , by the close of I 
busi ness op September 11, 1989. 
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ORDERED that in the event that t hi s Order becomes final, 
this docket shall be closed. 

By ORDER of the f lo r ida Public Service Commission 
this 21st day of AUGUST 1989 

(S E A L ) 

DCS 

STEVE TRIBBLE, Di rec tor 
Divisio n of Records and Reporting 

by:-· ---'t....,a.~<---:::Z~;:::, ~.:..;....r.;..=-
Ch'iJ, Bureau of Records 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Pub l i c Service Commission is r equired by 
Section 120. 59(4 ), Florida Statutes , to notify parti es o f any 
administrat ive heari ng or judicial review of Commission o roers 
that i s available under Sections 120. 5 7 or 120 . 68, Flo rida 
Statutes , as well as the proc e dures and time l imils that 
apply. This notice sho uld not be construed t o wean all 
requests f o r an administra tive hearing or judicial rev1 ew will 
be granted o r r esult in the relief sought. 

The act ion pro posed herei n i s prelimi na r y i n llalure a nd 
will not become e ffectiv e o r ti na!, excepl as provided by Rule 
25-22.029 , F lorida Admi n istrati ve Code. Any pe rson whose 
substantial interests are affected by t he ac tion proposed by 
this o rder ma y file a petition for a formal proceeding, as 
provided by Rule 25- 22 .029{4), Florida Admi n ist rative Code , in 
t he form provided by Rule 25-22 . 036(7)(a) a nd ( f ), florida 
Admini strative Code. This petition must be r eceived by t he 
Directo r , Div ision of Records and Repo rt ing at hi s 0 1 uce at 
101 Ea s t Gai nes Street, Tallaha s see, florida 32399-0870 , by the 
close of busi ness o n September 11 , 1989 . fn th<. absence of 
such a petitio n, this order shall become effective September 
12 , 1989 as provided by Rule 25-22 . 029( 6 ), Flo ida 
Admini strative Code, and as reflec ed in a subsequent order . 
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Any objection o r protest filed in t hi s docket befo re the 
issuance da te of this order is cons ide red abandoned unless it 
satisfies t he foregoi ng conditions and is renewed within the 
s pecified protest period. 

If t hi s order becomes final and effective on Septe mber 12 , 
1989 , any par t y adversely affected may request judicial review 
by the Florida Supreme Court in the case of a n electric, gas or 
telephone utili t y or by t he First District Court of Appeal in 
t he case of a water or sewer utility by filing a notice of 
appeal with the Directo r, Division of Records and Reporting and 
fili ng a copy of the notice of appeal a nd the filing fee with 
the appro pri a te court. This filing must be c ompleted within 
thirty (30) days of the effective ddte of this order , pursuant 
to Rule 9 . 110, Florida Rules of Appellate Procedure. The 
no ice of appeal must be in the Corm specified in Rule 
9 . 900(a) , Flo rida Rules of Appellate Procedure. 
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Canal Utilities, Inc. 
C01m1iuion Appl"ovtd AfLOC Rate 

12·Month Period Ended Dec~r 31, 19815 

Average 

Caplut 
Ctess of Cepital Structure 
... ....... .. ........... .... .............. . ... 

COI!Illon E quI t y 0 

P~ferrtd Stock 21,450 

Long·Tera Debt 1,017, 102 

Short· T era Debt 169 ,679 

Tax Credits • Zero C~st 1oa.no 
Deferred lnc0111e Taxes 0 

........ ,.'!! .. ~··· · 

Total 1,316,951 
a-••• a:a •• a:a a a 

-

Utility 

Ad justDMts 
. ............... 

••••!!••••••!! 

0 

a:a:a••····--·· 

Sch~le No. ' 

Docket No. 890n , ·\IS 

Adjusttd Perc tnt D I SCOI6\t td 

Capital of Cost \le lghted Monthly 

Structure Capi tal Rites Cost Rete 
........ .. ........ .. .. ... .. .. .. .. . .. .. .. .. .. .. ... .. . .. .. .. .. ............. .. ..... ... -..... "' 

0 o.oox o.oox O.OOl 
21,450 1.631 8.00X o.nx 

1,017,102 n.n1 10.70X 8 . 26X 
169,679 12.8151 10.3JX l.DX 

1oa,no 8 .26X O.OOl O.OOl 
0 O.OOl O.OOl o.oox 

'!!··~···· ··· .... . .. .. ,.,. .. ,. ..... ,. ,. !! !! !! !! !! ... !! 

1,316,951 100.00X 9.nx o.n6009X 
........... a: •• ••a:a••••• aa:.aa ... aaa ••••a..:ra-.c:tt 
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