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BEFORE THE FLORIDA PUBLIC SERVICE C0~1ISSJON 

In re: Applicatlon o f ALOHA UTILITIES , ) 
INC. for approval of Allowance For ) 
Funds Used Durtng Con st ruction (AFUDC) ) 

DOCKET NO . 891113-WS 
ORDER NO. 22206 
ISSUED: 11-21-89 

ra es tn Pasco Coun y. ) ______________________ ) 
The fo llowing Commissioners participated 

dispos1tion of this matter : 

MICHAEL McK. WI LSON, CHAIRMAN 
THOMAS M. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 
JOHN T. HERNDON 

NOTICE OF PROPOSED A§ENCY A~TION 
ORDER APPROVING AFUDC RATE 

A~D RETROACTIVE ACCRUAL Q_F AFUDC 

BY THE C011M ISS ION: 

in the 

NOTICF is hereby given by the Florida Public Service 
CommlSSlOn that the ac ion discussed herein is preliminary in 
nature and w1ll become final unless a person whose interests 
are substant1all y affected files a petition for formal 
proceed1ng pursuant to Ru le 25-22.029 , Florida Administrative 
Code. 

BACKGROUND 

Aloha Utilities, Inc . (Aloha or utility) is a Class A 
wat o>r and sewer uttllty serving approximately 8,000 customers 
1n Pasco County. 

On September 5 , 1989, Aloha Utilities, Inc. filed an 
~pp llca 10n for approval of an Allowance For Funds Used During 
Construe ion (AFUDC) rate. The application satisfied the 
min1mum f i 1 i ng requirements; however, on September 28 , 1989, 
thP utll1 yam nded 1ts appl1ca ion and September 28, 1989 was 
establi s hed as the official filing date. The application is 
the first request by this utility for approval of an AFUDC rate 
and is made in accordance with Rule 25-30.116, Florida 
Admln islrative Code. 
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AFUDC RATE 

Aloha ' s cap1tal structure , as shown on Schedule No . 1 
a t:ached hereto and i nco rporated herein, is comprised of 
long- term debt, preferred stock , customer deposits , and common 
equtty. Rule 25-30.116 ( 2 )(b), Florida Admin ist r ative Code, 
provtdes that a utility's AFUOC rate s ha l l be derived from the 
end of period cost fo r long-term debt and preferre stock , t he 
most c cent twelve mon t h average cost of customer depos its, and 
t he mtdpo tn of t he last allowed return on common equity . The 
utiltty' s appli c ation requeste d t hat its o v e rall weighted cost 
o f capt a 1, or 14.71 percent, be appr oved as its annua 1 AFUDC 
rate, based on a test year ended date of May 31, 1989. 

Upon du consideration , we find the util ity' s reque s l t o 
be consist nt with the above cited ru 1e , and is hereby 
gran cd. We further fi nd that Aloha is hereby autho rized t o 
accr u AFUOC at the approved rate of 14.71 percent, ef feet i vc 
June 1 , 1989 f o r all eligible projects . The appt oved rate 
3hal l conttnuc until otherwise ordered by t hi s Commission. 

RETROACTIVE ACCRUAL OF AFUDC RATE 

The u tlity requested that it be authorized to accrue 
AFUDC ce coaclive ly to January l , 1989 . 

Rule 25-30.116 ( 5 ), Flo rida Adminis trative Code, provides 
that the effective date fo r an approved AFUOC rate shal l be the 
month f ollowi ng the end of the twe 1 ve month per iod u sed to 
es ablish s uch rate and ma y not be retroactive ly appl ied to a 
prev 10us fi sea 1 year unless authorized by the Commission. In 
the instant case , we believe that the ulility should be 
permt led t o r et r oactively accrue AFUDC in view of the fact 
tha the utility did expend signi fican t sums o n c onstruction 
pro)ects prior to seeki ng ou r appcova 1 of an AFUDC ra Le , and 
such xpendi Hes have ult imately benefited the utility ' s 
c ustomers through e nhancing the o v erall qual ity of t he 
utt l tty's systems and service to its customers. 

Upon due c-o n s ideration of t he foregoing, we will allow 
ret r oactive accrual of AFUDC ; however, since the ut i lity did 
no t dpply for an APUDC rate when it began c onst ruct i on , we wi 11 
reduc the appro ved AFUDC rate of 14.71 percent by 100 basis 
poi n s for t he r etroacti v e period, that is , for tha t period 
January 1 , 19A9 through May 31, 1989. 
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Accordingly, we hereby authorize the utility to 
retroactively accrue AFUDC at a reduced annual rate of 13 . 71 
percent for all eligible projects comme nced during the period 
January l, 1989 through May 31, 1989. 

Based o n the foregoing, it is , therefore 

ORDERED by the Florida Public Service CommiSSJ.On thtlt the 
request of Al o ha U illties, Inc. for approval of an AFUDC rate 
1n P'\sco County is approved as modified in the body of this 
Order. It is further 

ORDERED that the AFUDC rate of 13.71 percent s hal l be 
effect 1 ve January 1, 1989 through May 31, 1989, and the AFUDC 
rate of 14.71 perce n s hall be effective June 1 , 1989 for all 
eligible projects until otherwise ordered by this Commission . 
It is further 

I 

ORDERED thdt the provisions of this Order, issued a s a I 
proposed agency action , shall become final and effective unless 
an appropriate petiti o n in the f o r m provided by Rule 25-22 .3 6 , 
Florida Administ rat ive Code, is received by t he D1rector , 
Division o f Records and Reporting, 101 East Gaines Street, 
Tallahassee, Florida 3 2399 -0870, by the close of busines s on 
the date set forth in the "Notice o f Furthet Proceedi ng s o r 
Judicial Review~ attached hereto. It is further 

ORDERED that i n the event that this Order becomes final, 
t his docket shall be closed . 

By ORDER of the Florida 
t hi s 21th day of November 
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~OTIC£ OF FURTHER PROCE~DINGS OR JUDICIAL REVIEW 

The Flo rtda Publtc Service Commtssion is required by 
Scct1on 120.59(4), Flortda Statutes , t o notif y parties of an y 
adm1nis raLive hearing or j udi c ial review o ( Commission o rders 
that is available under Sections 120.~7 or 120.68, F lorida 
S atutes , as well as the procedures and time limits tha 
appl y. Thts nottce s hou ld not be cons trued t) mean all 
requests Cor an admin1strative hearing o r judicial revi ew wi 11 
be gran ted or result in the r e lief sough t . 

The act1on pro posed herein is prel imtnary in n ature and 
will nol become etfective o r final, except as provided by Rule 
25-22 .029, Flort da Admtni st rative Code . Any person whose 
substanttal in crests are affected by the action proposed by 
this o rder ma y li le a pe ition f o r a formal pt oceeding, as 
provided by Rule 25-22 .029 (4), Florida Administrat1ve Code, in 

he form provided by Rule 25-22.036(7)(a ) and (f), Florida 
Admi nistrative rode . Thts pe 1 t on must be received by the 
Direc or, Dtvt sion o f Records and Repo rting at his o ffice at 
101 Eas GatnP.s Slreel , Tallahassee, Florida 32399-0870 , by the 
close of bus1ness o n December 12 , 1989 

In the absence o f such a petition, this o rder shal l become 
e(fecti v on the day subs quent Lo the above date as provided 
by Rule 25-22.029 (6), Flo rida Administrative Code, and as 
reflected 1n a ~ubsequenl order . 

Any object t o n o r protest flled in this docket before the 
issuance date o f th is o rde r is considered abandoned unless it 
sn ist ies the f o r egoi ng condit ions and is renewed within the 
s pectfied protest period. 

If thts order becomes final and effective on he dale 
descrtbed abov e , any party adversely affected ma y request 
judicial revtew by the Fl o rida Supreme Court in the case of an 
clec rtc, qas or telepho ne utility or by Lhe First Distr i ct 
Court of' Appeal in the case o f a water or sewet utility by 
filing a no tce of appeal wtth the Director , Division of 
Records and Rerorting and filing a copy of the notice of appeal 
ttnrl he Ctllng fee with the appropriate court. This filing 
mu~t be completed within Lhirty (30) days o f the effective da e 
o C th1s o rder , pu rsuant to Rule 9.110, Florida Rules of 
Appell ate Procedure. The notice o f appeal must be in the form 
spcc1f1cd in Rule 9.900{a), F l orida Rules of Appe llate 
Procedur . 
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Aloha Uttlltfn, Inc. 
Steff hc(IC:r""Cdcd AflOC Itt 

12·Month P~rtod (rdcd Kay 31, 1989 

A~regt 

Ctpflal 
Class of Ctpltet Strv ture 
......................... . . .. -........... 

Comon Eq.,l ty 118,200 
Preferred Stoclt 600,000 
l~·Terwa Debt 646,998 
Cust~r Oc-poel IS 140,122 
Tu Credlu . Ztro Cost 0 
Deferred Inc~ fiAts 0 

.............. 
Total 1,505,320 ............ 

-

Utll tty 

Ad J Ull8Cf'\tl 
. .................. 

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

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

-

Scttfdute !oo. 1 
Docket wo. 891113·~~ 

Adjusted PtrC41'\t DIKOU' .. td 
Capt tat of Colt ~lgt"td thty 

St""'ture Capital .. ttl ~t htt . ................ .. . ........... ............ ............ . ............... 

1'8,200 r.asr 1l.9SX 1.101 
600,000 39.1161 15.SOX 6. 1ax 
646,998 42.9ax 15.56% 6.69% 
t40,1l2 9.311 a.oox 0.741 

0 0.001 o.oox o.oox 
0 o.oox o.oox o.oox 

.............. ... ............ . .......... 
1,505,320 100.00% 14.71% 1.1502061 

............. . ........ . ........ .. ........._ ... 

- -
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