
BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In Re: Proposed Amendment of 
Rule 25-7.0141, F . A.C., 
Allowance Fo! Funds Used During 
Construction. 

DOCKET NO . 950949-GU 
ORDER NO. PSC-95 - 1381-FOF-GU 
ISSUED: November 7, 1995 

The following Commissioners par ticipated in the disposition of 
this matter : 

SUSAN F. CLARK, Chairman 
J . TERRY DEASON 

JOE GARCIA 
JULIA L. JOHNSON 

DIANE K. KIESLING 

NOTICE OF ADOPTION OF RULE 

NOTICE is hereby given that the Florida Public Service 
Commission, pursuant to Section 120 . 54, Florida Statutes, has 
adopted the amendments to Rule 25-7 . 0141, Florida Administrative 
Code, relating to allowance for funds used during construction 
without changes. 

The rule amendments were filed with the Department of State on 
November 3, 1995 and will be effective on November 23, 1995. A 
copy of the rule as filed with the Secretary of State is attached 
to this Notice. 

This docket is closed upon issuance o f this notice. 

By ORDER of the Florida Public Service Commission, this 7th 
day of November, 1995. 

~BA~,D~r 
Divi sion of Records & Reporting 

(SEAL) 

I 0 9 8 3 1:ov -7 ~ 
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25-7.0141 Allowance For Funds Used During Construction. 

J]J_ A utility shall not accrue allowance for funds used 

during construction without prior Commission approval. 

(1) Construction worle in pro~reoo (CWIP) that io not included 

in rate base may accrue allowance for funds used durin~ 

construction (AFUDC), uftder the followin~ conditions. 

(a) Eli~ible projects. The followin~ projects may be 

included in CWIP and aeerue AFUDC. 

1. Projects that involve ~ross additions to plant in 

exeeoo of $25,000 and 

a. are C*Peeted to be completed in excess of one year 

after commencement of construction, or 

b. lfiere ori~inally e>cpeeted to be eomeleted in one 

year or lese and are suspe nded for oix months or 

more, or are not ready for service after one year. 

(b) Ineli~ible proj eeto. The follmJin~ proj eeto may be 

included in CWIP, but may not aeerue AFUDC ~ 

1. Projects, or portions thereof, t hat do not exceed 

the level of CWIP included in rate base in the 

company's last rate ease. 

2. Projects where ~roes additions to plant are lees 

than $25,000 . 

3. Projects expected to be completed in lese than one 

year after commencement of construction. 



ORDER NO. PSC-95-1381-FOF-GU 
DOCKET NO . 950949-GU 
PAGE 3 

4. Property that has eeen classified as Property Held 

for Future Use. 

(e) Unless otherwise authori~ed ey the Commission, the 

follo\Jing projects may not ee included in CWIP nor accrue }',FUDC. 

1. Projects that are reimeuroaele ey another party. 

2. Projects that have eeen cancelled. 

3. Purchases of assets which are ready for service 

\Jhen acquired. 

4. Portions of projects providing service during the 

construction period 

(d) Other conditions . Accrual of AFUDC is ouejeet to the 

follmJing conditions . 

1. Accrual of }',FUDC is not to ee re· creed Hhen a 

project originally eKpeeted to ee completed in 

CJeeeoo of one year is completed in one year or 

less, 

2. AFUDC may not ee accrued retroactively if a project 

eKpeeted to ee completed in one year or less is 

oueoequently suspended for oiK months, or is not 

ready for service after one year, 

3. When a project is completed and ready for service, 

it shall ee immediately transferred to the 

appropriate plant aeeount(o) or Account 106, 
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CO!tlpleted CeAetructieA Net Classified, aAd may Ae 
leA~er accrue AFUDC, 

4. \'ll~ere a '<JeriE order ce•rere the ceAetructieA ef mere 
thaA eRe property uAi t , the .'\FUDC accrual shall 
cease eA the coste related te each uAit \:heR that 
uAit reaches aA iA service statue, 

5. WheA the ceAetructieA activities fer aA eA~eiAg 
project are enpected te be euepeAded fer a period 
enceediA~ sin (6) meAthe, the utility shall Ratify 
the CemmieeieA ef the euepeAeieA aAd the reaeeA (e ) 
fer the euepeAeieA , aAd shall submit a proposed 
acceuAtiA~ treatmeAt fer the euspeAded project, aRe 

6. \tJheA the ceAetruct.ieA activities fer a suspeAaed 
prej ect are resumed, the previeuel:7· accumulated 
coste ef the project may Ret accrue AFUDC if such 
coste have beeR iAcluded iA rate base fer 
ratemaiEiA~ purposes . I!e·.:e•w"er , the accrual ef .'\FUDC 
ma:7· be resumed ·,:heR the pre•rieusly accumulated 
coste are Ae laAger iAcluded iA rate base fer 
ratemaiEiA~ purposes 0 

(e) CubacceuAte 0 lrcceuAt 197, CeAetructieA WerlE iA Pre~rese, 
shall be subdivided ee ae te ee~re~ate the ceet ef ceAstructieA 
projects that are eli~iblc fer AFUDC f rom the ceet ef ceAatructieA 
projects that are iAeli~ible fer A7UDCo 
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(2) The applicable AFUDC rate shall be deten'lined as follmJs. 

(a) The most recent 13 month average embedded cost of 

capital, except ao noted below, shall be derived using all sources 

of capital and adjusted using 'adjustments consistent with those 

uoed by the Commission in the Company's last rate ease. 

(b) The coot rates for the components in the capital 

structure shall be the midpoint of the laot allo· .. ·ed return on 

common equity, the moot recent 13 month average cost of short term 

debt and customer deposito and a zero cost rate for deferred taxes 

and all investment tax credits. The cost of long term debt and 

preferred steel£ ofiall be based on end of period cost. The aAAual 

percentage rate shall be calculated to two decimal places . 

(e) The treatment by the Commission of all investment t a x 

credits at a zero coot rate shall be contingent upon a ruling from 

the Internal Re• .. enue Service that such treatment ·,..ill not, for 

companies elected to be treated under s. 46(f) (2) of the Internal 

Revenue Code, result in the forfeiture of the tax credits . Pending 

r e ceipt of ouch a ruling, each utility shall continue to use the 

• .. ·eighted overall coot of capital calculated in a manner consistent 

with the final IRS Regulation Section 1. 46 6 publioaed l4ay 22, 

1986, as the cost of the utility' o 4°11 and 10°11 investment tax 

credits. 

(d) Any ouch ruling request must be submitted to the 

Commission by December 15 I 1987 r The AFliDC coot rate for the 
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irweotment tan credit for any company which fails to submit ito O\m 

letter rulin~ request to the IRS shall be ~o·.·erned b~· the first 

letter rulin~ issued by the IRS in response to a request submi t ted 

pursuant to subsection 2 (e) of this rule. 

( 3 ) Discounted monthly J\FUDG rate. }\ discounted monthl y 

AFUDG rat e, calculated to six decimal places, shall be employed to 

insure that the annual AFUDG char~ed does not exceed authorize d 

levels. 

(a) Tfie formula used to discount the annual AFUDG rate to 

reflect monthl)' compoundin~ is as follo·.~s. 

H • [ (1 I ....:,P 112 1] )( 100 

---.100 

Where. 

~4 • discounted monthly AFUDG rate 

;, Annua 1 AFUDG rate 

(b) Tfie montfily AFUDG rate, carried out to six decimal 

places, shall be applied to the avera~e monthly balance of eligible 

GWIP that io not included in rate base. 

( 4) Tfie following schedules shall be filed with each petition 

for a chan~e in AFUDG rate . 
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(a) Schedule A. A schedule showing the capital structure, 

coot rates a nd weighted average coot of capital that are the basis 

for the AFUDC rate in subsection (2). 

(b) Schedule B. A schedule showing capital structure 

adjustments including the unadjusted capital structure, reconciling 

aejustmento and adjusted capital structure that are the basis for 

the AFUDC rate in subsection (2) . 

(e) Schedule C. A schedule showing the calculation of the 

monthly AFUDC rate using the methodology oct out in this rule. 

(5) ! lo utility may charge or change ito AFUDC rate ·.~ithout 

prior Commission approval. Tfie nm~ AFliDC rate shall be effective 

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

establish that rate and may not be retroactively appliec' to a 

previous fiscal year unless authori2ed by the Commission. 

(6) Each utility charging AFUDC shall include in ito December 

Rate of Return surveillance report to the Commission Schedules A 

and B identified in subsection ( 4) of this rule, as -.~ell as 

disclosure of the l£~C rate it io currently charging. 

(7) The Commission ma;•, on ito O'•ffl motion, initiate a 

proceeding to revise a utility's AFUDC rate. 

(8) Paragraphs (a) and (b) of subsection (1) shall not be 

effective fer aay utility uatil it implements final rates in a 

general rate case initiated after the effective date of this rule . 
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The fore§oiR§ aotwithstaadia§, those provisioao ~Jill become 

effective for all utilities ao later thaa Jaauary 1, 1989. 

Specific Authority: 350.127(2), 366 . 05(1), F.S. 

Law Implemented: 350 . 115 , 366 . 05(1), 366.06(1), F . S. 

History : New 8/11/86, Amended 12/7/ 87, 11/23/95. 
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