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DOCltBT NO. 951535-BI - PROPOSED REVISIONS TO ROLB 25-
6. 0141, P . A.C., ALLOWANCB POR PUMDS USBD DURING 
CONSTRUCTION (AFODC) 

2/6/ 96 R.BGULAR AGENDA INTBR.BSTSD PERSONS MAY 
PAJtTICIPATB 

SPECIAL INSTRUCTIONS 1 I 1 \PSC\APP\WP\ •• lfJJ~Jlemc:Jll t 

CASI 8ACl)GR0tJltD 

As a result of a process which included meeting with the 
a ff ect ed companies and Public Counsel on two occasions t o discuss 
various aspects of the rule, staff recommended the attached 
amendments to Rule 25 - 6 . 0141, Allowance For funds Used During 
Cons t ruc t ion. The purpose o f the amendment i s to increase the 
thr e shold o f project qualification in order to limit AFUDC accrual 
t reatment to projects with a signif icant financial impact on t he 
company . 

The amendment of Section ( l ) (a) of the rule specifies as 
el ig i b l e pro jects which may accrue allowance for funds used during 
construc t i on (AFUDC) any project which i nvolves gross additions to 
plant exceed i ng O. 5 percent of the total of electric plant i n 
serv i ces (balance i n Ac count 101 ) and completed construction no t 
cl ass i f i ed a t the t ime o f project co mmenceme nt (balanc e i!! Account 
1 0 6) . 

The amendment o f Section (1) (f ) provi des that the utility may 
pet i t i o n to i nclude p ro j ects otherwise qualified for AFUDC 
trea tment i n rate base. 

The r u l e amendment also deletes provisions in c urrent Rule 25 -
6 . 0141 (2) (c ) and (d ) concerning investment tax credits (ITC). 

OOCUM( NT 'iL'MP[f? DATE 

0 0 9 0 3 JAN 25 ~ 
FPSC-RECOROS/REPORTIHG 
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Since the deadline for all ITC ruling requests was December 15, 
198 7, these obsolete provisions are eliminated. 

Final ly, subsection (8) of the amended rule provides an 
effective date of January l, 1996 and allows companies a grace 
period to implement the provisions by January l, 1999 o r the 
company's next rate proceeding, whichever occurs first. 

As i ndicated by the attached EIS , no increased staff . wo rkload 
is f o reseen, or additional direct costs to other state or local 
governmental entit i es . No direct impact on small business is 
anticipated, o r impacts on the ability of Gulf Power Company, 
Florida Public Utilities, Tampa Electric Company or Florida Power 
and Light Company to compete. Florida Power and Light Company 
believes that the proposed amendment would genera t e a competitive 
benef it f o r the company and reduce the potential for stranded 
i nvestment from future construction. The amendment is not expected 
t o a ffec t the level o f employment at these companies . 

The EIS analysis o f costs and benefits t o the direc tly 
affected parties is complicated by the fact that the data requests 
reflected staff's o riginal 1\ suggested threshold. Because Gulf 
Power indicated that t he change from $25 ,000 to 1\ of the affected 
accounts was too large and would signif i cantly harm the company, 
staff r e duced the threshold to 0.5\ . 

Fo r its part, Flo rida Power and Light Company indicated that 
the amendments wtre appropriate and would result in administrative 
cost savings. Florida Power Corporation did not fc~esee 
signi f icant costs unless separate FPSC (retail ) and Federal Energy 
Regulation Commission (wholesale) books must be maintained o r no 
phase - in period was provided. 

As further set out i n the EIS, the companies ha d various 
suggestions and r e f inements as listed under Reasonable Al ternative 
Met hods, which may be appropriately addressed during t he rule 
ame ndment process . 

DISCUSSION or ISSJll;S 

ISSUE 1: Should the Commission propose the attached amendments t o 
Rule 25 - 6.014 1? 

RECOMMENPATIONi Yes . The Commission should propose the 
attached amendments to Rule 25 - 6.0141. 
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STAPP ANALYSISz As previously noted, the companies indicted 
that the amendments would either be of benefi t , in the case of 
Florida Power and Light , or , generally speaking, would not affect 
costs. Gulf Power's speci f ic concern that the lt threshold was too 
large was addressed by staff by reducing the threshold to 0.5\ . 

Moreover, t he deletion of obsolete provis ions, suc h as those 
concerning ITC, is i n accord with the program of removi ng such 
provisions from the body of Commission rules. 

Finally, s ome of the speci fic refinements suggested by the 
companies. such as t he need for a phase-in period and coordination 
of implementation wi th t he company 's ne xt ra te proceedi ng appear to 
be present in the amendments as currently draf ted. 

ISSUE 2 i If no requests f o r hearing are received or comments 
filed, should t he attached rule amendments be sent to the Secretary 
o f State for adoption and this docket closed? 

RBCOtomNDATIONz Yes . 

RCM 
Attachments 
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25-6 . 0141 Allowance Por Fund• O••d During Con•truction. 

(1) Construction wo rk in progress (CWIP ) or nuclear fue l in 

process (NFIP ) no t ynder a leace agreement that i s no t included in 

rate base may accrue allowance f o r funds used during cons t ruction 

(AFUDCl, unde r the following c onditions: 

(a ) Eligible projects. Any proiect that inyolyes gross 

additions to plant in excess of 0.5 percent o f the sum of the total 

balance i n Account 1 01 - Electric Plant i n Seryice. and Accoyn t 106 

- Comp l eted Construction not Classified. at the time the proiect 

commences The felle Kiftg pre;eete may be included in CWIP o r NFIP 

and acc r ue AFUDC~~ 

1. Pre;eete that iHvel v e 9reee add i tiefte te plant i A 

e x eeee ef S~S, 999 aAd 

a. are e xpeeted t:e ee ee~letea in exeeee ef ene year 

a~ter eeMMeneeMeftt ef eenst1Nebieft1 er 

a. were eriginally eMpeeted t e ee ee111pleted in e rte 

year er lees a Ad ere euepended f er e ix Menthe er 

Mere, er are Aet r"eady fer sel"\l'i:ee after eAe y ear-:-

(b ) Ineligible projects. The following projects may be 

included i n CWIP or NFIP, but may not a ccrue AFUDC: 

1. Projects, or portions t he reof, t hat d o not e xc eed 

the level o f CWIP or NFIP i ncluded in rate base i n 

the utility's ee111pa:ny 'e last rate c ase . 

CODING: Wo rds und~rlined are addit ions ; wo rds in 
etruelt threugh t ype are deletions from e xisting l aw . 
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2. Projects wher e gross additions to plant are ~ 

than 0.5 percent of the sum of the total balance i n 

Account 101 Electric Plant in Seryice. and 

Account 106 Completed Construction not 

Classified. at the time the proi e c t commences 

s2s,eee er leee. 

3 . Pre~eete e1tpeeteel te ee eelftpleted in leee than ene 

year af&er eelftlfteAeelftent ef eenetrt:tetieA. 

4. PPeperty that has eeen elaeeifiee ae Preperty Helel 

fer Ft:ttt:tre Yee . 

(c) Unless otherwise authorized by the Commission, the 

f o llowing pro jects may not b e inc luded in CWIP or NFIP, nor a c crue 

AFUDC: 

1. Projects t hat are reimbursable by another par ty . 

2. Projects that have been cancelled. 

3. Purc hases of assets which are ready for service 

when a cqu i red . 
. 

4 . Port ions of p rojects p r o viding servi ce du r ing t he 

cons t ruct ion per i od. 

(d) Othe r conditions. Accrual o f AFUDC is s ubjec t t o t he 

f o llowing cond i tions : 

l . Aee~al ef AFOOC i:e rtet t>e ee f:'e 'Vereeel whe n a 

~re; eet: eri!Jirially etfl'eetee t e e e eeMple teEI i n 

CODING: Wo rds underlined are additions ; wo r d s i n 
oerue-k ehre1:1gh t ype are deletions f r om exist ing l aw . 

- 5 -



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

11 

1 2 

13 

14 

15 

16 

17 

1 8 

19 

20 

2 1 

2 2 

23 

2 4 

25 

DOCKET 
DATE : 

e 
NO. 951535- EI 
January 25, 1996 

eMeeee ef efte year i e eelftple tee ift efte year ef' 

leee; 

~ . A-FUDC lftay ftet ee aeeruee retreaetively if a pre$~ 

eMpeetea te ee eeit1pletea ift efte yeal' er leee ie 

reaay fer eerviee afte r efte yeari 

l~- When a project is complet ed and ready for service, 

i t shall be immediately t rans ferred t o the 

appropriate plant a ccount(&) o r Account 106, 

Completed Construction Not Classified , a nd may no 

longer accrue AFUDC; 

1~ - Where a work order covers the construction o f more 

than o ne property unit, the AFUDC a ccrual shall 

cease on the costs related t o each unit when t ha t 

unit reaches an in-ser vice status ; 

.l,5 . Whe n the c onstructio n activities f or an o ngo iny 

p rojec t are expec ted to be suspended for a pe r iod 

e xceeding s i x ( 6 ) months, the utility shall notify 

the Commiss ion o f the suspension and the reaso n (s l 

f or the suspension, and s hall submit a pro po sed 

accounting treatment f o r t 11e suspended project; and 

_i6'. When the construction a c tivities f or a suspended 

project are resume d, the pre viously accumulated 

costs o f the project may not acc rue AFUDC if suc h 

CODING : Wo rds underlined a re additions; wo rda i n 
etruelt t:hreugh type a re de letions fro m e x isting law. 
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c~sts have been included in rate base for 

ratemaking purposes. However, the accrual of AFUDC 

may be resumed when the previously accumulated 

costs are no longer included in rate base for 

ratemaking purposes. 

(e ) Subaccounts . Account 107, Construction Work i n Progress, 

and Account 120.1, Nuclear Fuel in Process of Refinement, 

Conversion, Enrichment and Fabrication, shall be subdivided so as 

to segregate the cost of construction projects that are eligible 

for AFUDC from the cost of construction projects that are 

ineligible f or APUDC . 

J..!.l Prio r to the commencement of construct ion on a project. 

a utility may file a petition to seek approyal to include an 

individual project in race base that would otherwise qualify for 

AfUDC treatment per Section (ll Cal. 

(2 ) The applicable AFUDC rate shall be determined as f ol l ows: 

(a) The most r ecen t 13-month average embedded cos t of 

c api t al, e xcept as not ed below, shall be derived using all sources 

of capital and adjusted using adjustments consistent with those 

used by the Commission i n the utility's OeMpafty 'e last rate case . 

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

structure s hall be the midpoint of the last allowed return on 

common equity, the most recent 1 3-month average cost of short term 

debt and customer depos i t s and a zero cost rate for deferred tax es 

CODING: Word s underlined are additions; wo rds in 
etr>t:ielt threttgh type are deletions from existing law. 
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and all investment tax credits. The cost o f long term debt and 

preferred stock shall be based on end of period cost. The annual 

percent~ge rate shall be calculated to t wo decimal places. 

( c) 'i'he t!'eatlfteftt ey the Celftlftieeieft ef all ift·,eetlftent ta>t 

e reEiits at a ee re eeet !'ate shall ee eefttingeftt t:tpen a !'ttliAg fre"' 

tfie IRternal Revefttte Se~iee t ha t ette h treatlftent will rtet 1 fer 

COffipaR ies eleeteti te ee treated t:tfttiel" 8 I t 6 ( f) ( ii ) ef the Interrtel 

Rev eAue Cede , result in t he forfeiture ef the taM eretiits. Penein~ 

receipt ef sueh a ruling, each utility shall eentinue te uee the 

~e1ghteEi overall ceet ef eapital calculated in a lftanfter ceneieten t 

with t he firtal IRS Regul ation 6ectien l. 46 6 puBliehed May 22 1 

1986, as the cest e£ the utility' e t\o and 19\o i rweetMeA I!: teK 

e1·eeits. 

(ti) Afly such rt:tling J!'eEfUe8t Rlt:tet ee et:t9"'itted te the 

COffilflioeie A e·t Deeelft8er 151 1 98'7 I 'Fhe #.YUGO ceet !!'&te fer t he 

i nveetff\ent t&:H erecUt fer any eeMpany which faile te e•.:telfti t ite ewn 

letter ruliAg reEJUCSt t e t he IRS s hall h e geverneti ey the f iret 

letter ruling ieouea ey the IRS in respertee te a re~ueet suelftittee 

pursuant te su.eseetien 2 (e) ef this "*le. 

(3) Discounted monthly AFUDC rate A d iscounted month l y 

AFUDC rate, cal c ulated to six decimal places, shal l be employed t o 

insure that the annual AFUDC c harged does no t exceed authorized 

levels. 

CODI NG : Wo rds underlined are additio ns; words in 
etruelt ehreu!h type are deletio ns from exiRting law. 
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(a) The formula used to discount the annual AFUDC rate to 

reflect monthly c ompounding is as follows: 

M • [ (l + ~) l/U - l) x 100 

100 

Where : 

M • discounted monthly AFUDC rate 

A • Annual AFUDC rate 

(b) The monthly AFUDC rate, carried out to six dec imal 

places, s hall be applied to the average monthly balance of elig.ible 

CWIP a nd NFIP that is not included in rate base . 

(4 ) The f ollowi ng s chedules shall be filed with each petition 

for a c hange in AFUDC ra te: 

(a) Schedule A. A schedule showing the capital structure, 

cost rates and weighted average cost o f c apital that are the basis 

f o r the APUDC rate i n subsection (2). 

( b ) Schedule B . A schedule showing capital structure 

a d justmen t s including the unadjusted c apital structure , reconc iling 

adJustments and adj usted c apital structure that are the basis f o r 

the AFUDC rate in s ubsection (2 ). 

(c) Schedule C. A schedule showi ng t he c alculatio n o f the 

monthly AFUDC rate using t he methodology set ou t in this Rule . 

(5) No utility may charge or c hange its AFUDC rate without 

prio r Commission approval. The new APUDC r ate s hall be effect i ve 

CODI NG: Words underlined are addit ions; wo rds i n 
etr1:1elt ~hrettgh type a re deletions f r o m existing law . 
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the month f o llowing t he end of the 12-month period used to 

establish that rate and may not be retroactively applied to a 

previous fiscal year unless authorized by the Commission. 

(6 ) Each utility charging AFUDC shall inc lude in its Jttfte artd 

December Earnings Rate ef Retttrft ~eurveillance &reporte to t he 

Commiss i o n Schedules A and B identified in subsection (4 ) o f this 

Rule, a s well as disclosure o f the AFUDC rate i t is curre ntly 

c harging. 

(7) The Commissio n may, on its o wn motion, initiate a 

proceeding t o revise a utility's AFUDC rate . 

(Bl The provisions o f this rule are effective January l. 1996 

and shall be implemented by all electric utilities no later than 

January l . 1999 . or the utility's next rate proceeding. whicbeyer 

occurs first. Para~raphe (a) and (el ef etteeeetieft (1) shall Aet ee 

effecti ve fer aAy tatility ttAtil i t i~ple~eAte fiAal rates iA a 

~eAcra l rat e ease irtit i ated after the effeetive date ef this Rtt le . 

~ foregeiAg ft6twithetaAdiftg1 t hese previsieAS will BeCe~e 

effective fer all tttilities Ae l ater thaft .JaAttary 1 1 1989 . 

Specific Aut hority: 350.127 (2), 3 66. 05 (1) ,F.S. 

Law I mplemented: 350.115, 366 . 0 4 (2) (a ), 366. 06( 1 ) , F .S . 

Histo ry: Ne w 8/11/86 , Amended 11/13/86, 12 /7/87.._~~~~-

CODING: Words underlined are addit ions; wo rds in 
strttelt threttgh t ype are deletions f rom existing law. 
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TO: 

FROM: 

SUBJECT: 

December 6, 1995 

DIVISION OF APPEALS (BELLAK) 

DIVISION OF RESEARCH AND REGULATORY REVIEW (HEWIT~-{J&1ff:f 
ECONOMIC IMPACT STATEMENT; PROPOSED REVISIONS TO RULE 25-6.0141 , 
FAC, ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION (AFUDC) 

SUMMARY OF THE RULE 
Currently Rule 25 -6.0141, FAC, Allowance for funds Used During Construction 

(AFUDC), describes the cr1teria for determining whether a project qualifies for 
acc rual of AFUDC . These criteria include a minimum project cost (S25,000) and 
a construction period in excess of one year. 

The proposed amendmen t would change the criteria from a minimum dollar 
amount of S25,000 to projects which exceed 0. 5% of the sum in Account 101 -
(lectri c Plant in Se rvice, and Account 106-- Completed Construction not 
Classi fied. The const ruction period criteria would be eliminated. Also, 
projects under a lease agreement would be excluded from accruing AFUDC. 

The purpose of the amendments Is to Increase the cos t threshold of a 
project whi ch wil l qualify for acc rual of AfUDC so that projects will onl y 

qua ! i fy i f there wi ll be a signif icant financial impact on the company . 
The rule also cl arifi es that a util i t y may seek approval to include a project in 

rate base that would otherw ise qual i fy for AFUOC accrual. 
In addition, unde r current Ru le 25 ·6.0141(2)(c) and (d), FAC, the 

Commission 's treatment of investment tax credits (ITC) at a zero cost rate is 
contingent upon an IRS ruling under Section 46 (f)(2) of the Internal Revenue 
Code . All IlC ru l ing reques t s were to have been sent to the Comission by 
December 15 , 1987 . Si nce that deadline for submission has passed, the proposed 

amendment would del et e the outdated information from the rule, and thus comp ly 
with ef forts to elimi nate unn ecessary or obsolete rul es . 

Finally, the proposed amendment states that the provisions of the rule are 
effective January l, 1996, and allows a grace period to Implement the provi sions 
by January J. 1999, or the Company 's next rate proceeding, wh ichever occurs 
( in.L 

11 
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DIRECT COSTS TO THE AGENCY AND OTHER STATE OR LOCAL GQVERNHENT ENTITIES 
The proposed amendment allows a utility to file a petition to seek approva l 

to include a project in rate base that would otherwise qualify for AFUDC 
treatment. The PSC staff would evaluate those petit ions on a case-by-case basi s. 

The proposed amendment Is not expected t o signifi cantly Increase workload for 
Commission staff since such petitions are expected to be rare . There should be 

no additi onal direct costs to other state or local governmental entities . 

COSTS ANO BENEFITS TO THOSE PARTIES OIR£ ~TLY AFFECTED BY THE RULE 
The proposed amendments would r esult in more stri ngent ellgibil ity 

requirements, allowing fewer projects to be eligible to accrue AFUOC on 
construction projects . Thi s would reduce administrative costs associated wi th 

the de termination and calculation of eligible AFUOC expenses . 
Data requests were sent to the affected investor-owned electric utilities 

(IOUs) with the origi nal draft rule revi sions containing a 1~ threshold level, 
of the sum total in the Electri c Plant in Service --Account 101 and Completed 
Construct ion not Classifled --Account 106, above wh ich projects would be allowed 
to accrue AFUOC. Af ter comments by the affected utilities, the threshold in the 
draft rule revision was l owered t o 0. 5% of the total balance of the rel evant 
accoun t s . 

Florida Power and Light (FPL) states that the proposed rule changes •are 

app ropr ia t e and will streamline the account ing and budgeti ng process and reduce 

costs. " If the proposed amendment (with a 11 threshold) ts adop ted, FPL expect s 

to save approximately S30,000 annually in administrative costs. FPL indicated 
a potential reduct ion in the amount of AFUDC cap Ital 1zat1on of between S20 
mi llion and S30 million wi th a 1% threshold . With a lowered threshold to 0.5%, 
mo re project s wou l d be el lglble to accrue AFUDC. 

Flor ida Public Util ities Company and Tampa f'ect ri c Company do not expect 
an increase in admini strative costs fr om the proposed rule amendments . Gulf 
Powe r does not expec t additional operat i ng and management cos t s. However, Gulf 
Power indi cated that H would have a reduction 1n AFUOC earnings with the 
increase in threshold from S25,000 to Ii of the relevant accounts. It stated 

that the 1% threshold i s too large and would result in signifi cant harm to the 
Company . The proposed 0. Sr. thresho ld should have a lesser impact on AFUOC 
earnings. 

12 
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Florida Power Corporation does not expect any significant change in cost s 

to result from the adoption of the proposed rule revision, unless it is 
determined that separate books must be maintained for Florida Public Servi ce 
Commission (retail} and the Federal Regulatory Conwnission (wholesale) 

jurisdictions. However, Florida Power estimated that If the proposed rule 

revisions were implemented without any phase-in period the Company would have 

recorded (based on 1995 activity) S3.2 million less AFUOC for the nine -month 

period ended September 30 , 1995; or a projected annual reduction in AFUOC of S4 .2 
million. 

The increased threshold for AFUOC would impact rate base by not allowing 
the inclusion of construction interest in rate base as frequently. Rate base 
would not be as large with the proposed amendment because less accrued interest 
wi 11 ult lmately be included. Less accrued AFUDC interest in rate base wi 11 

result in less depreciation for those projects which will impact net income . 
Less AFUDC interest in rate base will also result in less AFUDC earnings. With 
the highe r threshold, projects that are not eligible to accrue AFUDC will be 
inc luded in CWIP, and, therefore, included in rate base during the construction 
period for accounting purposes. AFUDC projects are not included in rate base 
unt il the construc tion project is completed. 

Project s not eligible to accrue AFUOC during construction can be Included 
in rate base for surveillance purposes, resulting in a lower achieved rate of 
return during the construction peri od than if the project were excluded from rate 

base. For those projects whi ch are eligible to acc rue AFUOC, the project costs 
plus the accrued interest are inc luded in rate base once the construction period 
is over. In this instance, the achi eved rate of return is also lowered, but only 
after construction i s completed. 

A company's future earnings on rate base will be impacted by the timing of 
a project's inclusion in rate base and whether the project cos t includes acc rued 
AFUDC. Gul f indicated that the company will have to "absorb the carrying costs 
of these projects pr ior to their in -service dal "s, and could result in 
signific ant harm ." Tampa Electric expressed concern that even if a project is 
included in rate base, the company will not recover the associated revenue 
requirement until i t has another r ate change . However , the electric companies 
are not currently request i ng rate inc reases 1n order to prepare for competition . 

13 
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The proposed amendmen ts to the language regarding investment tax credit s 

do not benefit or cost the utilities since the compan ies have not been required 

to r'quest an IRS ruling since 1987. 

REASONABLE ALTERNATIVE METHODS 

Gulf Power Company expressed concern over the administrative costs of 
ha \ ng t o calculate the balance of "Electr ic Plant in Service/Completed 

Co. :r uction not Classified" each month . The company suggests that, since the 

e l iyible project 's proposed criteria (originally 1% percent of Electric Plant in 

Servi ce) would require a calculation of the Electri c Plant balance, the cr i teria 

should be based on prior year-end balances. Thi s would save the administrative 
cos t s of making the cal culat ion on a monthly basis. 

Tampa Electric makes a suggestion regarding the concern that an increase 
in rate base wi 11 not be recovered with an appropriate return . The company 
sugges t s that the 

. . . implementa t ion of the new cal culation method should be required 
at the time of each company ' s next pri ce change . Thi s would ensure 
that each ut il i ty will be able to adequately recover the 
expenditures requ i red to maint ain and expand the system t hat 
provides re l iab le electri c se rv ice to all ratepayers. 

Fl or ida Power Corporati on (FPC) proposes the Nuclear Fuel" eligible fo r 
AFUDC shoul d be qualifi ed in a separate manner than the proposed amendment 
Florida Power Corporat ion asserts that i f the cos t of a batch of Nuclear Fuel 
equals or exceeds the percent threshold of the balance in Account 120 .3--Nuclear 
Fuel Assembli es in React or at the time the batch procurement col!ITlences, i t shoul d 
be e l igib le t o acc rue AFUOC. Florida Power & Light (FPL) believes that i f 

Co nst ruction Work In Progress (CWIP) and Nuc lear Fuel in Process (NFIP) will not 

acc rue AFUOC, then their balances should be incl uded 1n tht rate base . 
Flori da Power Corporat ion (FPC) proposes ~ hat two accounts be excluded fr om 

the calcul ation of el lgib i 11ty requirement s threshold : Electr ic Plant in Ser vi ce 
and Completed Cons truction not Cl assi f ied . The company asserts that t hese two 
accoun t s be excluded since the functions represented by the accounts normally do 
not acc rue AFUOC. Furthermore, Flor ida Power Co rporat ion proposes : 

.. . t hat the capita l izati on st ruct ure cos t rate cal culati ons for 
short term debt and customer depos its be consi stent with the 
methodol ogy util i zed for Surveillance reporting, with the exception 
t hat inves tment tax credit s ( ITC 's ) be eli mi nat ed . ITC ' s are not a 
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source of financi ng new construction . Also, the reporting of the 
AFUDC rate should be included once a year (December) in Surveillance 
reporting. 

5 

However, staff maintains that ITCs should not be eliminated . A utility will have 

other pre -existing sources of capitol such as debt or stock issued years ago. 

Pre-exi st ing sources of capitol are not used to finance current construction; and 
ITC is no different from other pre -existing sources of capitol that are not being 
used t o finance current construct\on . Therefore, ITC should not be truted 
di fferently nor eliminated . 

finally, Florida Power and Light proposes that projects cur; ~ntly under 
construction should be grandfathered and continue to accrue AFUOC even though 

they would not otherwise be el 1gible under the proposed rule . FPL added , 
however, that if the Co11111ission determines to grandfather projects currentl y 
under construct ion, the Co11111ission should not make the grandfathering mandatory . 

IMPACT ON SMALL BUSINESSES 
No direct Impact on smal l bus inesses is foreseen as Gulf Power Company, 

f lo r ida Publi c Utilities Company, Tampa Electric Company, Florida Power 
Corporation. and Florida Power & Light Company are not small business as defined 
in Sect ion 288 . 703(1) , Florida Statut es (1991) . 

IMPACi ON COMPETITION 

Florida Power and Light beli eves the proposed amendment would generate a 

competitive benef i t for the company . If the proposed amendment Is adopted , the 
amoun t of AFUDC capital I zed by FPL would be reduced . This reduction In the 
amount of AFUDC capi talized, plus the compounding thereof, could Improve FPL 's 
abili ty to compete In the future and reduce the potenti al for stranded Investment 
from future construction . But, the company stat ed that CWIP and NflP no longer 
eli gible for AFUDC must be Included In rate base for all regulatory purposes so 
t hat adequate provision Is made to recover the carrying costs of these 
inv es tments. 

Gu lf Power Company, Flo r ida Publ ic Util i ties, Tampa llectrlc Company. and 
flo r lda Power Corporati on do not expect the proposed rule amendments to Imp act 
thei r abi l i ty to compet e. 
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IMPAC T ON EMPLOYHENJ 
Gulf Power Company, Florida Publi c Utilit ies Company, hmpa El ectr .c 

Company, Florida Power Co rporation , and Florida Power & Light Company indi cated 

they do not expect the proposed rule amendatent to affect the level of empl oyment 
in their companies . 

11ETH9DOLOGY 

Data requests were sent t o the Investor -Owned flectric Utilities to collect 
additional economi c information. Since that date , changes have been made to the 
proposed revisions, and the economic i111pact s are based on the original proposed 

threshol d of 1% in this [I S. A 0 . 5% threshold would change the ilnpac.t s expect ed 
but the change •ay not be one -half of the estimates because the size and cost of 
projects may not be linear . Discus sions were held with techni cal and lega l 
staff . Related rules and st atutes were ex&mined and referenced . Standa rd 
microeconomic anal ysis was used to determi ne the estimated impact . 

CBH : tf/ d-afudc . tnf 
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