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BEFORE THE FLORIDA PUBLIC SERVICE COMMI SS I ON 

In rc: Appl 1ca ion of MID-CLAY ) DOCKET NO. 891130-WS 
CORPORAT ION for Allowance for Funds ) ORDER NO. 22194 
Used Dur1ng Const ructi o n (AFUDC) rates ) 
in Clay County. ) 

ISSUED: 11-20-89 

) 

The (ollowing Commissioners participated 
dtsposi i.on of t. h1.s ma tter: 

MICHAEL McK. WILSON, CHAIRMAN 
THOl1AS f-1. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 
JOHN T. HERNDON 

NOTICE OF PROPOSED AGENCY ACTION 
ORDER APPROVING AFUDC RATE 

BY THE C011M 1 SS I ON: 

in the 

NOTICE ts hereby given by the Flo rida Public Service 
Commiss1on t hat the action discussed herein is prelimi nary in 
na ure and wlll become final unless a person whose interests 
arc subs antially affected files a petition for f o rmal 
proceeding pursuant to Rule 25-22 .029 , Florida Administ rative 
Cod . 

BACKGROUND 

Mtd-Clay Serv ice Corpo r at i o n (Mid-C lay or utili t y) is a 
Cl ss ·c· water and sewer u t ility currently serving 
approxima ely ) 70 wa er-only customers with plans t o serve an 
addt ional 42 5 water and sewer cus ome rs. The utility wa s 
9 1 n ed its cer ificates in Docket No. 8700 28-WS by Order No. 
19196, issued April 21, 1988. This u ility has not had an y 
ra e cases since certifi c ation. 

On September 12, 1989, Mid-Clay Service Co rp . filed an 
appltcation for approval of an AFUDC r ate and the retroactive 
applt cation of t he approved ra t e to January 1 , 1987. The 
application ~a ti s fied the m1 n1mum filing requirements and 
September 12, 1989 was established as the official filing 
da e. The application is the first request by this utility f o r 
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approval of an AFUDC rate and ts made pursuant t o Rule 

2~-30.116, Flor ida Administrative Code. 

AFUOC RATE 

The u ility's application requested our approval of an 

Af'UOC rate of 10.36 percent. The utlllty used a test year 

end d date of June 30, 1989 to derive its proposed AFUDC rate. 

Our review indicates that 
is comprised of common equity, 
deposits. 

the utility's capital structure 
long-term debt. dnd custome r s · 

Rule 25-30.116(2)(c), Flo rida Administrative Code, 

ptovidcs that a ullltty, such as Mid -C lay, which has not had 

its equ1 y return set tn a prev1ous rate case proceeding, shall 

C•Jlcula c i s return on common equity by applytng he most 

r cent cqui y leverage formula. Our mos t recently approved 

cqut y leverage f o rmula was established in Order No . ll775, 

issu'd Augus 23, 1989 . Nevertheless, in calculating its 

re urn on common cqui y, the utility incorrectly u sed Lhe 

leverage graph previously approved in Order No . 19718, issued 

July 26 , 1988. This error resulted in an o verstatement of the 

utillty's cost o f equity for the test year. Accordingl y, we 

reduced the utiltty's cost of equity from 14.35 percent, as 

calculated by the utllity, to 13.95 percen t , which we find to 

b appropr1a e and consistent with the abo ve-cited rul e. 

Schedule No. 1 attached hereto and incorporated herein , 

rcfl c s our calculations of the utility ' s capital s tructure. 

Upon due consideration, we find that the utility ' s overall 

weighted cost of capital of 10.28 percent , as shown on Schedule 

No. l, lS hereby approved as the utility's annual AFUDC rate. 

We further f1nd that the utility is hereby authorized to accrue 

APUDC a he approved rate for all eligible projects commenced 

on or af er July 1, 1989. 

RETROACTIVE ACCRUAL OF AFUDC RATE 

Rule 25-30 .116( 5 ), Florida Admini .. trative Code, provides 

that the cffecltve date for the AFUDC rate shall be the month 

following the end of the 12-month period used to establtsh the 

rat . In the instant ca se, since the period u sed f o r the 

calculaLlon o f an AFUDC rate wa s the twelve months ended June 

30, 1989, the ef'Cecl1ve date should be July l, 1989 . liowever, 
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the utllity is requesting retroactive applicatio n of t he AFUDC 
r a t e to Jan u a r y 1, 1 9 8 7 , when the u t i 1 i t y f i r s t began i n c u r r i n g 
e x penses for utility construction projects . In s u pport of its 
request, the utility argues that it was un awa re of its right to 
accrue AFUDC prio r to its present petitio n. 

We believe r etroact ive accrual to be fair and reasonable 
in t h is case 1n vtew of the fact thal the utility d1d e xpe nd 
s 1gn if icanl sums on const ructio n projects prior to see king o ur 
approva 1 of a n AFUDC rate, and such expenditures have 
ult1mately benefited the utility' s customers th rough e nhancing 
the overall quality of the utility's s ystems and service t o it s 
customers . However , since the utility did not apply for an 
AFUDC rate when it began construction, we believe the utility 
s hould be penalized by reducing i s a pp roved AFUDC r ate of 
10.28 percen by 100 basis points for the retro acltve peri od, 
tha is, for that period prior to July L 1989. 

I 

Accordingly, we hereby authortze the u tility t o I 
re r oac 1v ly accrue AFUDC at a reduced annual rate of 9 . 28 
p r cenl f or all ellg ible projects commenced dudng the peri od 
Januar y 1, 1987 throug h June 30, 1989. 

Based o n he foregoing , it is , therefo re 

ORDERED by the Florida Public Serv ice Commiss i on Lhat the 
requ sl o f Htd-Clay Service Co rporation f o r approval o f an 
AFUOC ra te 1n Cl ay Cou n t y i s appro ved as modified in the body 
) ( hts Order. It is further 

ORDERED that Mid-Clay Service Corpo ratio n shall accrue 
AFUOC at the annual rate of 9.28 percent effective January 1 , 
1987 through June 30, 1989, and at the annual ra e o f 10.28 
percen eftec ive July 1, 1989 f or all eligible pro)ects u n til 
othe rw1 se ordered by his Commission. It i s further 

ORDERED tha the provisions o f this Order, i ssued as a 
proposed agenc y ac ion, s hal l become final and effective unless 
an 1ppropria e pet1lion in t he form pro vided by Rule 25 -22. 36 , 
F l o rtda Adm1n1stra tve Code , is rec~ ived by the Di recto r, 
Division o C Records and Reporti ng, 101 East Ga ines Street , 
Tallahassee, Florida 32399-0870, by the close of business o n 
t he da te se forth in lhe "Notice of Further Proceedi ng s o r 
Judt c ial RevtewM attached hereto . It is further I 
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ORDERED that tn the event tha t this Order becomes final, 
hts dock~ shall be closed. 

By ORDER 
this 10th 

( S E A L ) 

JRF 

of the Florida Public Service Commission 
day o f --NQY.EMJU:L ____ _ , _J 8..9 

STEVE TRIBBLE , Direc tor 
Division of Reco rd s and Repo rt ing 

by:.....· ___lf'~~:;z.-&--~r7.~-:==__,~ 
ChiJ.sureau of Records 

NOTICF OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by 
Sec ion 120.59(4), Florida Statutes, to notify parties of any 
admin1s rat1ve hearing or judicial review of Commission orders 
tha tS available under Sections 120.57 or 120 . 68, Florida 
S tJ es, as well a s the procedures and time limits that 
apply. Thi s nottce should not be construed t o mean all 
r equesls for an administrative hearing or judicial review wi 11 
b granted o r result in the relief sought. 

The ac t o n proposed herein 1s preliminary in nature and 
will not bcco~e effect ive or final, excepl as prov ided by Rule 
25-22 .029, Fl o r i da Admi n istrati ve Code. Any perso n whose 
s uhslanttal tntercs ts are affec ed by the acti o n pro posed by 
thi ... order rta y file a petition for a formal proceeding, as 
provtded by Rule 25 -22 .029(4), Florida Admin ts trative Code, in 
t he Corm provided by Rule 25-22.036(7)(a) and (f), Florida 
Admt nislrati 1e Code. Thi s petitio n must be received by the 
Oirec or, Diviston of Record s and Repo rting at his office at 
101 Easl Gunes Street , Tallahassee, Flo rida 32399- 0870, by the 
clos of busi ness on _ Decymber 11 1""9...:8;..::9'------------
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ln the bsence ot such a petit1on , this order shall become 
eHec iove o n the day subsequent to the above date as provided 
by Rule 25-22.029(6), florida Administrative Code, a nd as 
rctlccted in a subsequent order. 

Any object1on or protest filed in this docket befo re t he 
issuance da e of this o rder is considered abandoned unless it 
satisf1es the forego1ng conditions and is renewed within t he 
specified protest period. 

I 

If this orde r becomes flna 1 and ef feet i ve on the date 
described above, any party adversely affected may request 
judicial review by t he F l orida Supreme Court in the case of an 
electric, gas or telephone utility o r by the First Dis t rict 
Cour of Appeal in the case of a water or sewer utility by 
ftling a notice of appeal wilh the Director, Division of 
Records and Reporting and filing a copy of the notice of appeal 
and he flllng fee with the appropr1ate court . Tris filing 
must be completed within thir y (30) days of the effective date I 
of this order, pursuant to Rule 9 . 110, Florida Rules of 
App llate Procedure. The noLic~ of appeal must be in the Corm 
spcc1fied in Rule 9 . 900(a ), Florida Rule s of Appellate 
Procedure. 

I 
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Mld•Ciat Servl~• Corp. SCtloO.Ile loio. ' ~u AfUDC tate Calculation Oocut llo. 89Ul~HIS 

12·11ontll '•riod (nOrd J\IW ~. 191!19 

0\tj~ 

Ave·~ Adjutttd Percent Ob~-ttd 

capital Utility Capital of COlt V.lgflttd llonthly CD N 
\.0 N 

Clast of C~l tal Struct1.r• Adjust~t• Structur• t.pl t al btu to.t .... ...... 
t; \0 ....................... . . . . . . .. .. . . . . ..•.••..•.. . ....•...... . .. . .. . . .•. ..• ..• ......... ··········· <j> 

roo 

a; 
Cor:ncn Equl ty 186,117 186,117 20.&3.X n.9SX<1> 2.911 

Preferred Stoc\ 0 0 o.oox n.OOI o.oox 

long·Tt,... Ocbt 670,016 670,016 74 .97X 9.241 6.9lX 

Short· re,... Otbt 24 , ]7S 24,l7S 2.7JX 1\.921 O.lll 
Cust-r Oqx>Sitl 11,210 13,210 1.'8% a .oox o.1n 

1.- c~tdltt • zero Cott 0 0 o.oox 0.001 0.001 
Oeferrtd lntc.e Taus 0 0 0.001 o.oox 0.001 

. . . . . . . . . . . . . ............ . . . . . . . . . . . . ......... ......... 
Total a9l,719 0 893,719 100.00% 10.281 o .a1anox 

..... a:..._ ••• .............. . .._ ............. ........... ....... --.. ........... 

NOTES: (1) Return on equi ty authorlttd In c:urr~t leverage Graph, 0 dtr Wo. 2177S. 
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