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BEFORE THE FLORIDA PUB LIC SERVI CE COMlH SS ION 

DOCKET NO. 92054 2-\oJU I n re : Request for approval ) 
to accrue Allowance for Funds ) 
Used During Construction ) 

ORDER NO . PSC- 92 -1 0 47-FOF-WU 
ISSUED : 09/23/92 

(AFUDC) rates in Escambia ) 
County, by THE PEOPLES WATER ) 
SERVICE COMPANY ) _____________________________ ) 

The following Commissioner s partic ipated in th disposition o f 
th is matter: 

THOMAS M. BEARD, Chairman 
J. TERRY DEASON 

BETTY EASLEY 
LUIS J. LAUREDO 

NOTICE OF PROPOSED AGENCX ACTION 
ORDER APPROVING ALLQWANCE FOR FUNPS 

USED DURING CONSTRUCTI ON (AFUDC l 

BY TilE COt1MISSION: 

NOT ICE IS HEREBY GIVEN by the Flo rida Public Se rv ice 
Commiss ion that the action discussed herei n is pre) iminary in 
nature a nd will bec ome final unless a p erson whose interes t s arc 
s ubs tantially affected files a petition for a f 0 rmal pt oceeding , 
pursuant to Rule 2 5 - 22 .029 , Florida Administr tive Code . 

BACKGROUND 

The Peoples Wdte r Service Compa ny (Peoples o r utility) i s a 
Cl ass A utility operating in Escambia County . As of DPcember 31 , 
1991 , the utility had 9, 500 water customers . 

On May 26 , 1992 , Peoples filed an application for approval o f 
an Allowance for Funds Used During Construction (AFUDC) rate. The 
application was n o t in compliance with the f il ing requirements of 
Rule 25-30.116 , Florida Administrative Code. On J uly 1 3 , 1992 , the 
ut i lity submitted the d eficiency, which brought the utility into 
compl iance with the filing requirements. 

ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION RATE 

The utility ' s requested AFUDC rate was based on t h e year ended 
December 31, 1991. The applicatio n contained yea r-end balances of 
the amounts inc luded in the capital structure, i nstead o f a twelve
month ave rage a s required by Rule 25-30.116, Florida Admini s tra t i ve 
Code . On July 13, 1992 , the util i ty submitte d proposed cos t ra tes 
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and a twe l ve - mon t h a ve rage c apital s tructur e , wh ich wa s in 
compliance with Comm i s sion ru l e s . In its r evi sed filing the 
utility ' s r e quest e d AFUDC rat e was 10 . 53 percent. 

On Decembe r 12, 199 1 , Escambia Co unty passed a reso luti o n 
tra nsferring j ur i s di c tion o f its p riva t e wa t e r and wastewater 
ut i li t ies t o t h e Publi c Service Comm i s s i o n. I n Docket No . 920289 -
WU, the Comm i ssion approve d Peop l e s ' g r a ndfathe r certificate 
application by Or der No . PSC- 9 2-0866-FOF-WU, iss ued on August 25 , 
199 2 . The ut ility has not had a p rior r ate case before this 
Commission . I n calcula ting t he a nnua l AFUDC r ate , the utility us ed 
a common equity cost rate of 11 . 81 percen t . 

We have made two adj us t ment s to t he utility ' s appli c ation . 
The fir s t is t o reflect the correc t cos t rate for equity . Since 
th is utili t y d oes no t ha ve a pre v i ously est ab l ished cost of equity 
from this Comm i ssion , Ru l e 25- 30 . 116 ( 2 ) (c) , F l orida Admini s t r ative 
Code , r equ ires tha t the cur r e nt l e ve rage graph shou ld be applied . 
Order No . PSC- 92 - 0 686- FOF-WS , i ssued o n J uly 21, 1992 , e s tabl i s hed 
the curren t l e verag e gra p h . Based o n the leverage graph f o rmul a , 
a 10 . 78 per cen t rote o f r e turn o n e qui t y is appropriate . 

The o the r adj u s t ment is t o r e fl ect the cost rate o f c usto mer 
deposits a t 8 percen t a s r e qu i r e d b y Ru le 2 5 - 30 . 311(4) , Fl o rida 
Ad mi n i s t r a tive Code. The uti li ty ' s a pplication r eflects a cos t 
ra te of 6 pe r cent . 

In s u mma r y , we he r e by a ppro ve an a nnual AFUDC rate of 10 . 58 
percent and a discounte d monthly rate of 0 . 8 16632 perc en t . Our 
calcula tio n o f the appropr i ate AFUDC r ate is attac he d he reto a s 
Schedule No . 1. 

Pursuan t t o Ru le 25- 30 . 116(5) , Florida Admi ni s trative Code, 
the a pprove d r a t e s ha ll be applica b le for e ligible cons truc ti o n 
p r ojects beg i n n i ng January , 1992 . 

Based o n the fo r e g oi ng , it is , t herefore, 

ORDERED by t he Florida Pu b lic Serv ice Commissi o n that the 
application for a n Allo wanc e for Fund s Used Our i ng Cons truct ion 
Rate by The Peop l e s Wa t e r Serv i c e Compa ny is hereby granted as 
modified a s s et f o rth i n t he body of t h is Order . I t is furt he r 
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ORDERED tha t the pro visions of 
proposed age nc y actio n and s hall become 
p e ti tio n i n the form provide d by 
l\dmin i s trati v e Code 1 is received by 
Records and Reporting, at h is office 
Tallahassee , Flo rida 32399 - 0870 , by 
No tice of Furthe r Proceed ings belo w. 

this Orde r are issued us 
final unless an appropriate 

Rule 25- 22 . 0 19 1 Flori d~ 

the Director, Division 0 f 
at 101 East Gai nes Street 1 

the date set fort h in the 
It is f urther 

ORDERED that the AFUDC rates approved herein shal l be 
effective for eligible c onst ruc tion project s as of Januory 1 1 1992 , 
and s hal l not be r e troac tive ly applied . It is furth e r 

ORDERED t h a t in the event no timely pro test t o his Order is 
rece ive d, thi s doc ket s hall be c l c sed . 

By ORDER o f the Flo rida Publi c Service Commission this 2lr_Q 

day of September, ~-

Di r ector 
ecords ~ nd Reporting 

(SE l\ L ) 

KAC 

NOTICE Of FURTHER PROCEEDINGS OR JUDICIAL REVJ~~ 

Th e Florida Public Service Commission is r e quired by Section 

120 . 59 (4) , Flo rida Statutes , to no tify parties o f any 
administrative hearing o r j udicial r eview of Commission o~ders thot 
i s ava ilable under Sect ion s 120. 57 o r 1 20 . 68 , Florida Sta tutes , as 
wel l as the procedures and time limits that apply. This notice 
s ho uld no t be con s true d to mea n all requests for an administrative 
hearing or judicial r e v iew will be g rante d o r res ult in the r elief 
sought . 

The a c ti o n proposed h e r ei n is prel imi nary i n nature and w1ll 

not become e ff ective or final , except as provided by Rule 
2 5-2 2 . 029 , Flo rida Adminis trative Code . Any person whose 
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s ubs tantia l interest s are affect~d by the acti o n proposed by this 

o r de r may file a petition f o r a fo r mal proceeding , a s pro vided by 

Rul e 25 - 2 2.029(4) , Florida Administrative Code , i n the f o r m 

p r o vide d by Rule 25 - 22.036(7) (a) and (f) , Florida Admi ni strative 

Code. This petitio n must be rece ived by the Director , Divi sion of 

Reco rds and Reporting at h i s o ffi ce at 10 1 East Goines Street , 

Tallahassee , Florida 32399 - 0870 , by the c lose o f busines s o n 

October 14, l 996 . 

In the absence o f s uch a p e tition, th is ord er s lltll l become 

e ffec tive on the day s ubsequ e nt to the abo ve date a s provided by 

Ru le 25 - 22 . 029(6) , F lorida Administrati ve Code . 

Any objection or protest filed in thi s d ocke t befor e the 

i ~:su ,wce date o f thi s order i s con s ider d abandoned unl ss it 

sa ti sf i es the f o r ego ing condi t ions and is r e newed within the 

speci fied pro t es t perio d . 

lf thi s o rde r becomes fi na l a nd e t f e c tive o n the date 

desc ribed above , a ny party adverse ly affected may request judicial 

review by the Florida Supreme Court in the case o f an elec tri c , gas 

o r t e lephone utility o r by the First Dist ri ct Court o t AppN ll i n 

the case o f a wate r o r wa s tewate r utility by f ili ng a notice o f 

appea l with the Di r ector, Division of Record s and Reporting and 

tili ng a copy of the no tice o f appeal and the filing f cc with the 

appropri a te court. This filing must be completed within thirty 

(30) days o f the e ffec tive date o f this o r der, pu rsu ant t o Ru le 

9 . 11 0 , Flor ida Rules o f Appellate Procedure . Th e no t ice of appea l 

mus t be in t he f o rm speci fied in Rule 9 . 900(a) , Flo rida Rules o f 

Appellate Procedure. 



THE PEOPLES WATER SERVICE COM PANY 
C ALCULATION OF AA.JOC RATE 
TEST YEAR ENDED DECEMBER 31 . 1991 
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