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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Appltcation of ST. JOHNS 
SERVICE COMPANY for approval of 
allowance of funds used during 
construction (AFUDC) rates in St. 
Johns County 

) 
) 
) 
) 
) 

DOCKET NO. 891133-WS 
ORDER NO. 22251 
ISSUED: ll-30-89 

__________________________________ ) 
The following Conunissioners participated 

disposition of this matter: 

MICHAEL McK. WILSON , CHAIRMAN 
THOMAS M. BEARD 

BETTY EASLEY 
JOHN T. HERNDON 

NOTICE OF PROPOSED AGENCY ACTION 
ORDER GRANTING AFUDC RATES 

BY THE COMMISSION: 

in the 

NOTICE IS HEREBY GIVEN by the Florida Public Service 
Commission that the action discussed herein is preli mina ry in 
nature and 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 Administrative 
Code. 

On September 13 , 1989, St. Johns Service Company (St. 
Johns or utili y) flled an application for approval of a 10.60\ 
allowance for funds used during construction (AFUDC) rate 
pursuant to Rule 25-30. 116, Flo rid a Admin i strati ve Code. The 
application satisfied the m1n1mum filing requirements and 
September 13, 1989 was established as the official filing 
date. This is the utility's first request for an AFUDC rate. 

The utility' s capital structure is comprtsed of common 
equity, long-term debt and customer deposits. (See Column 1 of 
Schedule No. l, attached to this Order and by reference 
incorporated hcretn.) The utility has netted $600 ,000 of 
preferred stock with $101,334 of conunor. stock and $583 ,030 of 
negative reta1ned earnings. We believe that the two issues of 
preferred stock should be separated from common stock and 
retained earnings and shown at the average stated value of 
8.5\. Removi'lg the preferred stock from total equity leaves a 
negative balance of $481,696 for common equity . 
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In t he ut ility' s last rate case, Docket No . 860960-WS, 
which culm1nated in Order No. 18551. issued December 15, 1987, 
the preferred stock and common equity were netted. The u 1lity 
believes the same methodology should be used in this AFUDC 
case. While this methodology was used in the r ate case , we do 
not find it appropriate to continue to use that methodology. 
Preferred stock has a separate identity from common stock. It 
has a stated rate of return and should not oe netted or reduced 
because of negative retained earnings . Therefore, we find it 
appropriate to include a zero balance foe common equity in the 
cap1tal structure. These adjustments reduce the utility ' s 
AFUDC rate from the requested 10.60\ to 10.13\. 

As stated in Rule 25-30.116(5), Florida Admtni st cative 
Code, the effect1ve date for th AFUDC rate should be the mnnth 
tollow1ng the end of the 12-month period used to esta~lish the 
rate. S1nce the period used for calculation was the twelve 
months ended July 31 , 1989, the 10.13\ AFUDC rate ... hall be 
effective for elig1ble projects as of Augus l, 1989. 

St. Johns also requested re coactive appl icat1on of he 
AFUDC rate to August 11, 1986, the effective date of the rule . 
Rule 25-30.116(5) , Florida Administrative Code only allows 
re troac 1ve application of the AFUDC rate to a previ o us y ear if 
.1u horized by the Commtssion . 

We do not bel1eve hat the customers of th1s uttlity would 
he harmed tf we approve the retroactive application o f the 
AFUDC rat~ o Augus 11, 1986. Our appro val would only allow 

he utlli y o accrue what it s hould have been accruing all 
along. The utili y and the customers would be in the same 
post ion today even if the utility had made its request in 
1986. To deny retroactive application to previous fiscal 
periods would no t allow the utility to recover any of its 
cap ital costs incurred during con~truction through future rate 
proceedings. However. we do not believe that a utility should 
be ~llowed to ignore the rules of th1s Commission. 
Accordingly, we will approve retroactive application of the 
AFUDC rate, reduced by 100 basis points as a penalty for not 

1mely applying for an AFUDC rate. Thus, the utility is 
authoClzed to accru AFUDC at a rate of 9.13\ for eligtble 
PlOJcC s for he period of August 11 , 1986 through July 31. 
1989. 

Based on the foregoing, it is 
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ORDERED by the Florida Public <;ervice Commission that. the 
application of St. John s Service Company for establishment of 
an AFUDC rate is approved as modified i n the body of this 
Order. It is further 

ORDERED that St. Johns Service Company shall be autho r ized 
to implement a 10.13\ AFUDC rate, effective for eligible 
projects as of August 1, 1989 and to implement a 9 . 13\ AFUDC 
rate for eligible projects for t he period of August 11, 1986 
through July 31, 1989. It is further 

ORDERED that the provisions of this Order are issued as 
proposed agency action and shall become final and effective 
unless an appropriate petition in the form provided by Rule 
25-22.036 , Florida Administrative Code, is received by the 
D1Cector, Division of Records and Reporting at his officC' at 
101 Eas Gaint!s Street , Ta 11 ahassee , Florida 32399-087'), by the 
close of business on the date set forth in the "No ltce of 
Further Proceedings or Judicial ReviewM attached hereto . It is 
further 

ORDERED that in the event no timel y protest i s received , 
this docket shall be closed. 

By ORDER of lhe F 1 o C'i d a Pub l i c Service Commission 
this JOth _ day of --- NOVHEBER _____ _ 1989 

Reporting 
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NOTICE OF FURTHER_ PROCEEDINu \>It ,JUDIC IAL REVIEW 

The Flonda Public Service t.:ouunt:ssion is required by 
Sect1on 120.59(4), Florida Statul s. to notify parties of any 
admi nt st ra 1ve hearing or judicial H vi • w of Commission o rders 
t hat is vatlable under Sections ltL'JI o r 120.68, Florida 
Statu es, as well as the procedut• ctnd time limit s t hat 
appl y. This no ice should not b r onstrued to mean all 
requests f o r an admtnistrative hc.lt 1111 o r judic1al rev1ew wi ll 
b(! granted or result tn the reliet s uoht. 

The action proposed herein is IH' limtnary in nature and 
w1ll no t bl.!come ~c(ect Jve or ftnal. as prov1ded by Rule 
25- 22.029, Flor t da Admtnistrativ• Any person whose 
substantial interests are affect d I he action proposed by 
his order may Cile a pelilion tot formal proceeding , as 

provided by Rule 25-22.029 (4), Floncll Admtnistrative Code, i n 
the form provided by Rule 25-22.0lt.t(l)(a) and (f ) , Florida 
Adm1nistrat1ve Code. This petit 1on nutr be received by the I 
D1cector , D1vision of Records and It IHll ang at hi .. office at 
101 East Gaines Street, Tallahass , , 1 lor tda 32399-0870, by he 
close of bustness on December 21 , l'~Uf) 

fn t he absence of such a peti tOt\, this o rder s hall become 
effective on the day subsequent to h• clbove ddte as provided 
by Rule 25-22.029(6), Florida Admitl • lraLive Code , and as 
reflec ed in a subsequent order. 

Any objection or pro est ftl •d ill I hts docket before t he 
issuance d3lP o f his order ts con t II •••d abando ned unless it 
~atisftes the forego1ng cond1tion,::, 1111 is renewed wi t hin the 
spectfied protest per1od. 

ff thts order becomes final 1 CCective o n the date 
described above , any party advll'l ly ffected ma y request 
judicial review by the Florida C'ourt in the case of an 
elec ric, gas or telephone utiltly ' ' by the First District 
Cou rt of Appeal 1n the case of w1l1 r or sewer ut ility by 
fili ng a no ice of appeal wilh lh• Director , Division of 
Records and Reporting and filing a cop~· o f the no ice of appea 1 
and the CLing fee with the appt OI'I 111 court. This filing 
must be compl~ted within thirty (30) dty of the e ffective date 
o f t h i s o r de r , p u r s u a n t to R u ll 11 • I 1 0 , F 1 o r i d a R u 1 e s o f 
Appellate Procedure. The notice o t •Ptll •1l must be in the fotm 
spcc1fied in Rule 9.900(a), FhHlth Rules of Appellate 
Procedu r e. 
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St . Johns Servlu C~ 
Ccrnlulon Approved MUOC late 
12·Month Period Ended July 31, 1989 

Averegt 
Cepl ul PSC 

Ctess of Ceplut Structure Adfusu "'" . . . . . . . . . . . . . . . . . . . . . . .. . .. .. ... . . .. . . . .. .. ................ 

Caanon £qui lY 118,304 (1) (118.304) 

Preferred Stoclt 0 (2) 600,000 

Long· Ten1 Debt 2,903,297 
Cust-r Dtp)tlu 52,631 

Tu Credlta • hro Colt 0 

Deferred lne- Tuu 0 
............... ..... .. ...... .. 

Tout 3,07, ,232 481,696 
............ ............. 

Ad lusted 
Ctplut 

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

0 
600,000 

2,903,297 
52,631 

0 
0 

............. 
3,555,9211 

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

Sdled.lle No. 1 
Dod:et No. 891133·\IS 

Percent 
of Cost V.ltflted 

Ctplttl tatu Cost 
.. ............ . ....... .. ............. 

o.oox 13.9SX O.OOl 
16.87X 8.sox 1.4ll 

81.651 10.50X 8 .571 

'·'ax 8 .oox O.IZX 

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

. ......... .. . ......... 
IOO.OOX IO.Ill . ......•. • •••••••• 

IIOTES: (I) To rect,ce the Con.)n equity to uro as the net belence Ia • negttlvt ~t. 

C2> To reflect the bllenct of preferred stock. 

-

Dfaceu"~ttd 

Monthly 
llttte 

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

0.8073l6X . ........... 

-
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