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alternative t hat imposes the lowest ne t coat t o s oci ety . 
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l 25-6.0141 Allowance For Funds Used During Construction. 

2 ( l l Construction work in progress (CWIP l or nuclear f uel in 

3 process (NFIP) no t under a lease agreement that i s no t inc luded in 

4 rate base may accrue a llowance for funds used during const ruc tion 

5 (AFUDC), under the following conditions : 

6 (a l Eligible projects. Any proi ect that involves gross 

7 additions to plant in excess of 0 . 5 percent of the sum of the t otal 

8 balance in Account 101 - Electric Plant in Seryice. and Account 10~ 

9 - Comoleted Construction not Classified. at the time the proi ect 

10 commences The fellewin! pre;eete may be included in CWIP o r NFIP 

11 and accrue AFUDc.~ 

12 1. PPe;eete tftet iftvelve !P888 aaaitiene te plant i A 

13 eMeeee ef $~5,999 afta 

14 a . &Pe eMpeete~ te ee eeMplete~ ie e Meeee ef ene year 

15 after ee .... efteeMent ef eenetNetien 1 eP 

16 e . wepe e•i:!tftally eMpeeeee te ee eeMplete..! iA ene 

17 year er le•e &fte are •~•peneee fer eiH Ment hs e r 

1 8 Mere, er ere net •ealiy fer eerviee after ene .,.ear . 

19 (b l Ineligible pro j ects. The following projects may be 

20 included in CWIP or NFIP , but may not accrue AFUDC: 

21 

22 

23 

2 4 

25 

1. Proj ects, or portions t hereof, that do not exceed 

the l evel of CWIP or NFIP included in rate base i n 

the utility's eeMpany'e last rate case. 

2. Projects where gr oss add i tions to plant are ~ 

than 0.5 percent of the sum of the total balance in 

COO ING: Words underlined are additions; words i n 
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l Account 101 Electric Plant in Servi ce . a oq 

2 Accoynt 106 Completed Construct ion noc 

3 Classified. at the time the proiect commences 

4 S2S,999 er leee. 

s 3 I Pre;ee~e eMpeeeea te !le eeMpletel!i iR less t AaA e Ae 

6 

7 4 I Preperty that has eeeft elaeeifiefl ae Prepe rt ·t lleld 

8 fer Ftttttre Use. 

9 (cl Unless otherwise authorized by the Commis~ion, the 

10 following projects may not be included in CWIP or NFIP , nor accrue 

11 AFUDC : 

12 1. 

13 2 . 

1 4 3. 

15 

16 4 . 

17 

Projects t hat are reimbursable by another party . 

Projects that have been cancelled . 

Purchases of assets which are ready f or servic e 

when a cquired. 

Portions of projects providing service during the 

construction period; or 

18 (d l Other conditions . Accrual o f AFUOC i s subject to the 

19 f o llowing conditions: 

2 0 

2 1 

22 

2 3 

2 4 

25 

l. Aee~al ef A.9UDG ie ftet te ee re'"';.. ~ee8 wheA a 

pre;eet erigiftally ettpeetes te ee eeM~letea i A 

eMeeee ef e1te yea:r ie eew1pleted in ene year er 

les e1 

2. 

eMpeetea te ee eeMpletel!I i n ene year er less ie 

CODING: Words underlined are additions ; words i n 
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1 

2 

3 

4 

s 

6 

7 

8 

9 

10 

11 

12 

13 

1 4 

1 5 

16 

1 7 

1 8 

1 9 

20 

21 

22 

23 

24 

2 5 

ett8eef!lteftt!ly ettepefteed Eer eiM Meftthe 1 er ie net 

ready fer eerviee after efte year, 

l~. When a project i s completed and ready for servi c e, 

it shall be immediately transferred to t hP. 

appropriate plant account(s) or Account 106 , 

Completed Construction Not Classified, and may no 

longer acc rue AFUDC; 

i4-. Where a work order covers the construct ion o f mo n , 

than one proper t y unit, the AFUDC accrual shal 1 

cease on the costs related to each unit when that 

unit reaches an in-service status; 

J.-5 . When the construction activitie s for an ongoing 

project are expec ted to be suspended for a period 

exceeding six (6) months, the utility shal l not ify 

the Commis sion of t he suspensio n and the reason (s ) 

f o r the suspension, and shall submit a pro posed 

a ccounting treatment for the suspe nde d project; and 

i6'. When the construction act i vities f o r a suspended 

project are resumed, the previously accumul a ted 

costs o f the project ray not accrue AFUDC if such 

costs have been i ncluded i n rate base f o r 

ratemak ing purposes . However, the accrual of AFVDC 

may be r esumed when the previously accumulat ed 

costs are no longer i ncluded in ra te base f o r 

r atemaking purposes. 

CODI NG: Words underlined are addit i ons; words in 
etf'l:jelt thJ!'el:i!A type are deletions from exist i ng law. 

- 3 -



1 (e ) Subaccounts. Account 107, Construction Work in Progress. 

2 a nd Account 120. l , Nuclear Fuel in Process of Refinement, 

3 Conversion, Enrichment and Fabricat ion, shall be suOdivided so as 

4 t o segregate the cost of construction projects that are eligible 

5 f o r AFUDC from the cost of construction projects that are 

6 i neligible for AFUDC . 

7 ill A utility may file a pet ition to seek approval to include 

a a proiect in rate base that would otherwise qualify f o r AfUDC 

9 t reatment per Section (1) Cal . 

10 (2) The appl icable AFUDC rate shall be determined as f ollows : 

11 (a ) The most recent 13-month average embedded cost o f 

12 capital, except as noted below, shall be derived using all sour~es 

13 o f capital and adjusted using adjustments consistent with those 

14 used by the Commission in the utility's Ce111~aey'e las t rate case . 

15 (b) The cost rates f or t he c omponents in t he capital 

16 st ruc ture shall be t he midpoint of the last allowed return on 

17 common equity, the most recent 13-month average cost of s hort term 

18 debt and customer deposits and a zero cost rate f or deferred taxes 

19 and all investment tax credits. The cos t o f long term debt and 

20 preferred stock shall be based on e nd of period cost . The annual 

21 pe r centage rate shal l be calculated to t wo decimal places. 

22 {el 'fhe ereatlfteftt ey the Ce1Mtiesi:en ef all in·.,e se111ent tatt 

23 eredite at a mere eeet rate shall ee eentiftgent upen a ruling fre"' 

24 t he ll'\terAa l ReveAue Serviee ehet eueh treat111eftt: will !'\et, fer 

25 eelftp&ftiee eleetee te Be treated Ufteer 01 t 6(f) { ~) ef t:he lftterAel 

CODI NG: Words underlined are addit ions ; words in 
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l Revefttte Ceee, reettlt ift the ferfeitttre ef the taM ereeite. Pe AeiAg 

3 wei!htee everall eeet ef eapital ealettlatee tft a 11\eftfter eeAeieteAt 

5 1986, 89 the eeet ef the tttility' e t' arui 19' iAveeu1eF1t ta )( 

6 ePeeit:e. 

7 

8 CelMlieeieft ey 9eee!Mel' 15 , 198'? I 'The kf'Ui)C eeet rate fer tAe 

9 inveetMeflt tatt ere9it fer any eeMpar1y whieh fail• te etteMit i t e ewn 

10 let:teP rt:tliftg Pel!f\:leet te the IRS ehall ee geverftee ey the fi ret 

11 letter rvttlin! ieettee ey the IRS in Peepeftee te a reEJtteet ett81111i: ttea 

1 2 pttPettaAt te etteeeetieft ~'e) ef thie rttle . 

13 ( 3 ) Discounted monthly AP'UDC rate . A discounted monthly 

14 AFUDC rate, c alculated t o six decimal places, shall be empl o yed ro 

15 insure that the annual AFUDC c harged does not exc eed authori zed 

16 levels . 

17 (a ) The formula used to discount t he annual AFUDC ra t e to 

18 reflect monthly compounding is as follows : 

19 M • ((1 + .. ~J l/U - l ) X 1 00 

20 100 

21 Where: 

22 M • discounted monthly AFUDC rate 

23 A • Annual AFUDC rate 

2 4 ' b l The mon thly AFUDC rate , c arried out to six decimal 

25 places, shall be applied t o the average monthly balance of eligible 

COD ING: Wo rds underl ined are additions; word~ in 
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1 CWIP and NFIP that i s no t included i n rate base . 

2 (4) The following schedules shal l be filed wi t h each pet it ion 

3 f or a change i n AFUDC rate: 

4 (a) Schedule A. A schedule showing the capital st ructure, 

5 cost rates and weighted average cost of capi t a l that are the basis 

6 f o r the AFUDC rate in subsection (2) . 

7 (b ) Schedule B. A schedule showing capital struct ur e 

8 ad j us t ments including the unadjusted capital structure, reconciling 

9 adjustments and adjusted capital •tructure that are the basis f o r 

10 the AFUDC rate in subsection (2). 

11 (cl Schedule C. A schedule •howing the calcl•lation of the 

12 monthly AFUDC rate using the methodology set out in this Rule . 

13 (5) No utility may charge or change its AFUDC rate without 

14 pr ior Commiss ion approval. The new AFUDC rate shall be effective 

15 the month f ollowing the end of the 12 - month period used t o 

16 establ ish that rate and may not be retroactively applied t o a 

17 previous fiscal year unless authorized by the Commission. 

18 {6) Each utility charging AFUDC shall include in its J ... ne aRe 

19 December Earnings Rate ef Ret'*l!'ft ~eurveillance R.-epor t e to the 

20 Commission Schedules A and B identified i n subsection (4 ) of this 

21 Rule, as well as disclosure of t he AFUDC rate it is currently 

22 charging. 

23 {7 ) The Commission may, on i t s own motion, init i a t e a 

24 proceeding to revise a ut i lity's AFUDC rate . 

25 ( B l The proyisions o f this rule are effec tive January 1. 1996 

COD ING: Words underlined are addition• ; words in 
et•ttelt eM!ett9h type are deletions from existing law. 
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l and sha ll be implemented by all electric ut ilit i es no later than 

2 January 1. 1999. or the utility' s next rate proceeding. whicbeyer 

3 occurs first. Para9raphe (a) arts (e) ef e'*l!u,eetieft (1) ehall ftet ee 

4 effeeth·e fer afty 1ttility ttntil h i:MpleMel'lte fiftal ratee tft a 

s ,efteral rate eaee iftitiatea after the effeeti~e aate ef thie R1tle . 

7 effeetive fer all 1ttilitiee l'le later than Jaft1tary 11 1989. 

8 Speci fic Authority : 350. 127(2), 366 . 05(1) ,F . S . 

9 La w Implemented : 350 . 115, 366.04(2) (a), 366.06(1), F . S . 

10 

11 

12 

13 

1 4 

1 5 

16 

17 

1 8 

19 

2 0 

21 

2 2 

23 

24 

2 5 

History : New 8 / 11/ 86 , Amended 11 / 13/86, 12/7/87.._~~~-

COD I NG: Words underlined a r e additions ; wor ds i n 
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FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 951535-EI 

RULE TITLE: RULE NO .: 

Allowa nce f o r Funds Used During Construction 25 - 6 .0141 

PURPOSE AND EFFECT : The purpose of the amendments is to i ncrease 

the cost t hreshold of a project which will qualify for accrual o f 

AFUDC so t hat projects will only qualify i f there will be a 

s ignif icant f i nancial i mpact on the company. 

SUMMARY : Projects can accrue AFUDC which exceed 0 .5\ of the sum in 

Account 101 - Elec tric Plant in Service and Account 106-Completed 

Construction no t c lassified . Proje cts under a l ease agreement are 

excluded. Prior t o commencement o f a project , a ut ility can seek 

permission to incl ude a project i n rate base which would otherwise 

accrue AFUDC. The r ule requ ires a schedule o f projects which woul d 

equa l o r e xceed a gros s cost of $10 , 000 , 000 to be inc luded i n t he 

utility' e Forecas t ed Surveillance Report . The rule takes e ffect 

J~nuary 1, 1996, but a llows an implementation grace perioa until 

J anuary l, 1999 o r the company' s next rate proceeding , whichever 

occurs f i rst . 

RULEMAKING AUTHORITY : 350. 127(2 ), 366.05( 1 ), FS. 

LAW I MPLEMENTED: 350.115, 366.04 (2) (a ) . 366 . 06 (1 ), FS . 

WRITTEN COMMENTS OR SUGGESTIONS ON THE PROPOSED RULE MAY BE 

SUBMITTED TO THE FPSC, DIVISION OF RECORDS AND REPORTING, WITHIN 21 

DAYS OF THE DATE OF THIS NOTICE FOR INCLUSION IN THE RECORD OF THE 

PROCEEDING. 

HEARING: IF REQUESTED WI TH I N 21 DAYS OF THE DATE OF THIS NOTICE, A 

HEARING WILL BE HELD AT THE DATE AND PLACE SHOWN BELOW: 



TI ME AND DATE: 9:3 0 A.M., August 8, 1996 . 

PLACE: Room 152 , Betty Easley Conference Center, 4 075 Esplanade 

Way, Tallahassee, Florida . 

THE PERSON TO BE CONTACTED REGARDING THIS RULE AND THE ECONOMI C 

IMPACT STATEMENT IS : Director of Appeals , Florida Pu...hlic Serv1 ce 

Commission, 2540 Shumard Oak Blvd . , Tallahassee, Florida 32399 . 

THE FULL TEXT OF THE RULE IS : 

25-6.0141 Allowance For Funds Used During Construction. 

(1) Construction work in progress (CWIP) or nuclear fuel i n 

process (NFIP) not under a lease agreement that i s not included in 

rate base may accrue allowance for funds used during construction 

(AFUDC), under the following conditions : 

(a ) El igible projects. ADY project that involves gross 

additions to p lant in excess of 0. 5 percent of the sum of the total 

balance in Account 1 01 - Electric Plant in Seryice. and Account 106 

- Comoleted Construction not Classified. at the time the proiect 

commences The fellewiftg prej eete may be included in CWIP or NFI P 

and accrue AFUDc.~ 

1 . P!'ejeete t hat i•welve greee afieUtiefte te pl&ftt i A etteeee ef 

62s,e99 a:fte 

a. are ettpeetefi t:e ee eelftpletefi ift etteeee ef efte year after 

eeMMeAeelfteAt ef eeftetr~etieft , er 

e . were erigiftal l y e ttpeetefi te ee eeM,,letefi ift el'le year er 

leee aAS are e~epel'lfiefi fer eix Meftthe er Mere, er are ftet: reafiy fer 

eerYiee after efte year . 

Cb) No change. 

l . Projects, or portions thereof, that do not exceed the level 



o f CWIP or NFIP included in rate base in the u tility's eelftl'afty'e 

last rate case . 

2. Projects where gross additions to plant are less than o.s 

perc ent of the sum of the total balance in Account 101 - Electric 

Plant in Service. and Account 106 - Comcleted Construction not 

Classified. at the time the oroiect commences 6~5,999 er leee . 

3 . P¥e;eete eMpeetea te ee eel'llpletefi ift leee thaft efte year 

after eeWPoefteeineftt ef eeftetP1:1etieft1 

4. Preperty tftat 1'\ae eeeft elaeeified ae Preperty llela fer 

F1:1t1:1re Yee, 

(c) No change . 

1. through 4 . No change. 

(d ) No change. 

1 . J'1eerttal ef A.PUB€ ie ftet te lte revereea wheft a pre;eet 

e1!'igiftally etcpeetes te ee eeMpletea ift eMeeee ef erte year ie 

eeMpletea ift efte year er lees, 

I!. Jcr-'UDC "'8Y Aet ee aeerttea retreaeti·:ely if a pre;eet 

e ttpeete8 te ee ee111ple t ea ift efte year er leee ie etteeeerttently 

01:10peft8ea fer eiM Meftthe 1 er ie Aet reaeiy fer eel"Yiee after efte 

)''eal!' 1 

l~. No c hange. 

-'._. . No change . 

.l~ . No change. 

i6 . No change . 

(e ) No change . 

{fl A u tility may f ile a pe t ition to seek approyal to includ~ 

a proiect in rate base t hat would otherwise gyalify for AFUPC 



treatment per Section {l) {a ), 

(2) No change . 

(a) The most recent 13-month average embedded c ost o f ca~!ta l, 

e xcept as noted below , shal l be derived using all s ources o f 

c apita l and adjusted using adjustments consistent with those used 

by the Commission in the utility'• 6sMpafty'e last rate case . 

(b) No change . 

( e) 'Fhe treatlleftt ey the Genni•• ieft ef all tftVe8tRleftt t&M 

ereaite at a eere eeet rate shall ee eefttift!eftt ttpeft a rttlh'! .f re111 

the lfH:erftal Revefttte Serviee that •~eh treatMeftt will ftet, fer 

ee111f'&Aiee eleetefi te ee treatea mtfier •• 46 (f) (ii) ef the lftterAal 

ReveAtte Ceae, reettlt ift the ferfeitttre ef the taM ereaite1 Pefteiftg 

reeeipt ef stteh a rl:llift!> eaeh tttility shall eeftttftl:le te ttee the 

wei~Jrn:ee everall eeet et eaf!'H!al ealettlatefi ift a R!Sftfter eeftsi:steftt 

with the fi flal IRS Re!ttlatieft Seetieft l 1 46 6 f!'ttelieheEi Hay iili'! 1 

1986, as t:fte eest ef t he tttiH:ty' e 4" aft& 19" iftveetRleAt ta>< 

ereeit":s. 

(el Miy stteh rttlift! retl'*eet Mtt•t ee ett9MitteEi te t he 

Ce111lftieeieft ey Oeeelft9er 15 I 1987 1 'Fhe .tc.r.:tmG eest rate fer the 

i A ... eetlfteftt tatt ereEiit fe r aAy eeRlf!'&fty whieh fails te e1:teR1it its ewA 

letter r1:tli Ag re~tteet te IShe IRS shall ee gtwerfteEi ey IShe firs t 

letter r 1:tliftg ieettes ey t he IRB iA P88f!'8ft8e te a P8Cl'*e8t Sl:lBlllittee 

~ttrettaAt te etteeeetieft i'! (e ) ef this nele . 

(3 ) t hrough ( 5) No c hange . 

( 6 ) Eac h utility charging A.FUDC shall include i n its Jttfte afte 

December Earnings " ate et Ret1:trft ~•urveillance &reports to the 

Comm i ss ion Schedules A and B ident i fied in subsection (4 ) of this 



Rule , as well as disc losure o f the AFUDC rate it is current l y 

c harging. 

(7 ) No c hange . 

(8 ) The provis i ons of this rule aro offectiye Januarv 1. 1996 

and shall be implemented by all electric utilities no later than 

January 1. 1999. or the utility's next rate proceeding. whichever 

occyrs first. Para!raphe (a) afta (~) ef ett9eeetieft ~-) ehal l Aet ee 

effective fer afty ':lti lity '*fttil it iMple"'eftt:e fiftal ratee iA a 

gefteral rate eaee iftit:iatea after the effee~ive •ate ef t:hie Rule. 

The fere!etft! ftetwithet:aftaift! 1 t:heee previeiefte will eeeeMe 

e ffeet: h•e fer all ttt:ilit: iee fte later t: haft Jafttt1u•y 11 19891 

Specific Authority : 350. 127 (2) , 366 . 05 (1 ) , FS . 

Law Implemented : 350. 115, 366.04 (2) (a ) , 366.06 11 ) , FS. 

History: New 8 - 11-86, Amended 11-13-86, 12 - 7 -87~~~~~ 

NAME OF PERSON ORIGI NATING PROPOSED RULE : Jay Revel l. 

NAME OF SUPERVISOR OR PERSON (S) WHO APPROVED THE PROi:>OSEO RULE: 

Flo r i da Publ ic Service Commission . 

DATE PROPOSED RULE APPROVED : April 30 , 1996. 

I f a ny person dec i des t o appea l any decision of the Commi ssion wi t h 

respect to a ny matter considered at t he rulemaking hear i ng , l f 

held , a record o f t he heari ng is necessary. The appellant must 

ensure that a verbatim record, including testimony and evidence 

f o rming the basis o f t he appeal i s made . The Commission usually 

makes a verbatim r e cord of rulemaking hearings . 

Any pers on requi ring s ome acc ommoda t i on a t this hear i ng becaus~ o f 

a physi cal i mpairment s hould ca ll the Division of Records and 

Reporting a t (904 ) 413 - 677 0 at least five c a l endar days prior t o 



the hearing . I f you are hearing o r speech impaired , please contact 

t he Florida Public Service Commission using the Flo rida Re lay 

Service, which can be reached at : 1 - 800 - 955-8771 (TDD). 



TO: 

FROM: 

SUBJECT: 

t! I t! Q Jl 6 I 12 Sl I! 
March 29, 1996 

DIVISION OF APPEALS (BELL.AK) 

DIVISION OF RESEARCH AHO REGULATORY REV I EV (HEWITT) CLJtf f A) ~ 
REVISED ECONOMIC IMPACT STATEMENT; PROPOSED REVISIONS TO RULE 25-
6.0141, FAC, ALLOWANCE FOR FUll>S usm DURING CONSTRUCTION (AFUOC) 

Supt1ARY Of THE RULE 
Currently Rule 25-6.0141, FAC, Allowance for Funds Ustd Durtng Construction 

(AEUOC), describes the criterta for detel"lltntng whether a project could bt 

included tn constructton work tn progress (CWIP) or nuclear fuel tn process 
(NEIP) and qualtfttd for accrual of AFUDC. Thtif crtttrta tncludt a ~tntmu. 
project cost ($25,000) and a construction pertod tn 1xc1ss of ont year. 

The proposed amtndments would change the cost crtt1rtU11 from a •tnimum 
dolhr amount of $25,000 to projects which excttd 0.51 (Prt .. ry RecOflllendatton) 
of the sum in Account 101-·Electric Plant tn Strvtce, and Account 106-·COllpleted 
Construction not Classtfttd; or, projects which excttd a gross addition to plant 
of $15,000,000 (Alternattv1 Rec011111ndatton). Also, projects under a leue 
agreement would bt excluded from accruing AfUOC. 

The purpose of the amtndMnts ts to tncrtase the cost threshold of a 
project which wtl 1 qualify for accrual of AEUDC so that projects wtl 1 only 
qualify 1f there w111 bt a stgntftcant ftnanctal t11pact on tht tOllpany. Tht rule 
also clarifies that a uttltty 91.Y seek approval to include a project tn rate base 
that would otherwise qualify for AFUOC accrual. 

Under current Rule 25-6.0141(2)(c) and (d), FAC, the Comtsston' s treatment 
of investment tax crtdtts (ITC) at a zero cost rite ts conttnvent upon an IRS 
ruling under Section 46(f)(2) of tht Internal Revenue Code. All ITC ruling 
requests were to have bttn sent to the COlllltssion by Dtcltlbtr 15, 1987. Since 
that deadline for sublltsston has passed, the proposed ... ndllent would delete the 
outdated info1'1lat1on from the rult , and thus COllPlY with efforts to eliminate 
unnecessary or obsolete rules. 

Also, prior to the comenctMnt of construction on a project, a ut111ty 
would be able f11t a pet1t1on to seek approval to include the project 1n rate 
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result in less depreciation for those projects which will impact net incOllll. 
Less AFUDC interest in rate bast will also result in less AFUOC t!Mttngs. With 
the higher threshold, projects that art not tltgtblt to accrue AFUOC wtll bt 

included in CWIP; and, for SUTVtillanct purposes, tncludtd tn rate bast during 
the construction period. AFUDC projects are not tncludtd tn rate bast until the 
construction project ts COllPl•ttd. 

Projects not eligible to accrue AFUDC durtng constructton can bt included 
in rate base for surveillance purposes, resulting 1n a lower achieved rate of 
return during the construction period than if the project were excluded from rate 
base . For those projects which art tligiblt to accrue AFUDC, the project costs 
plus the accrued interest are included in ratt bast once tht construction period 
is over. In this instance, the achieved rate of return is also lowered, but only 
after constructton ts COllPltttd. 

A COlllP&ny's future earnings on rate bast wtll bt 1111>acttd by tht t1•1ng of 
a project's inclusion in rate base and whether the project cost includes accrued 
AFUDC . Gulf Power Company (Gulf) indicated that the company wtll have to •sbsorb 
the carrying costs of these projects prior to their tn~servtce dates, and could 
result in significant harm.• Tampa Electric Company (TECO) expressed concern 
that even if a project ts included in rate bast, the COllPlftY wtll not recover the 
associated revenue requirement until it has another rate change. .However, tn 
order to prepare for competition, the electric COllP&nits are not currently 
requesting rate increases. Data requests were sent to the affected tnvestor­
owned electric utilities (IOUs) with both the Pri .. ry Rule and Alternative Rule 
proposals . The Primary Rule contains a 0.51 threshold level of the SUll total in 
the Electric Plant in Service--Account 101 and C0111pleted Construction not 
Classified--Account 106, above which projects would bt allowed to accrue AFUOC . 
The Alternative Rule proposal contains a fixed l.""~unt of $15,000,000 for the 
threshold level before a project would bt allowed to accrue AFUOC. 

Florida Power and Light (FPL) favors reducing the 1110unt of AFUOC 
capihltzed and states that the proposed prt .. ry rule changes •are appropriate 
and will streu11ne the accounting and budgeting process and reduce costs to 
FPL ' s customers .• But, FPL thinks that the prev1 ous ly proposed percentage 
threshold of 1~ would be better. The llOSt significant cost to FPL would bt the 
i~pact on shareholders that would result from the proposed rule changes because 
reducing the &1110unt of AFUOC capitalized would reduce FPL'• earnings (net 

--- - - --- - - - -
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REASONABLE ALTERNATIVE MEJHOQS 
Reasonable alternative .. thods ire proposed with the pri•ary and 

altern1tive rult rec01111tnd1tions. 
Gulf expressed concern over the 1C-.hJhtr1ttve costs of h1vtn9 to 

calculate the b1lanc1 of •Electric Plant tn S1rvtce/C011Plettd Constructton not 
Classified• each month. Tht C011Pany suggests that, since an tligtblt project's 
criteria would require 1 calculation of tht Electric Plant balance, the criteria 
should be bastd on prior year-end balances. This would save the adllinistrative 
costs of making the calculation on a 11Dnthly basts. 

TECO makes a suggestion regarding the concern that an tncrease tn rate bast 
will not be recovered with an appropriate return. Tht C011Pany suggests that the: 

. . . tmpl ... ntatton of the new calculation •tthod should bt requtrtd 
at the ti .. of each C011Pany's next prtce change. This would ensure 
that each utility will be able to adequately recover the 
expenditures required to maintain ind expand the systta that 
provides reliable electric service to all ratepayers. 

FPC proposes that Nuclear Fuel eligible for AFUOC should be qualified in 
a separate manner than the proposed ... ndllltnt. FPC asserts that tf tht cost of 
a batch of Nuclear Fuel equals or exceeds the .,.rcent threshold of tht balance 
1n Account 120.3--Nuclear Fuel Asstlllbltts tn R11ctor, at the tt• the batch 
procurement c01111ences, it should be e11gtble to accrue AFUDC. FPL believes that 
if Construction Work In Progress (CWIP) and Nuclear Fuel tn Process {NFIP) will 
not accrue AFUOC, then their balances should bt tncluded tn the rate base. 

FPC proposes that two accounts be exr;ludtd frOll the calculation of 
e11gib11 ity requirements threshold: Electric. Plant in Servtce and Completed 
Construction not Classifttd. The coepany auerts that these two accounts be 
excluded since the functions represented by the accounts noraally do not accrue 
AFUOC. Furthen10re, FPC proposed: 

..• that the cap1tal1zat1on structun1 cost rite calculations for 
short ttna debt and custOMr depostts be consistent wtth the 
methodology uttliztd for Surveillance reporttng, wtth the exception 
that investment tax credits (JTC's) be eltminattd. JTC's art not a 
source of financing new construction. Also, tht reporttng of the 
AFUOC rate should be included once 1 year (0.clllbtr) in Surveillance 
reporting. 

However. staff Maintains that ITCs should not bt 111m1nated. A ut111ty will have 
other pre-existing sources of capitol such as dtbt or stock tssutd years ago. 
Pre-ex1st1ng sources of c1p1tol art not 'Used to f1n1nce current construction; and 
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the percentage method as it is 111>re 1quit1bl1 and has no significant effect on 
the company ' s abil i ty to C011Pttt . But, 1 specific dollar threshold llllOunt would 
put the larger utilities at 1 C011pet1the disadvantage. 

Gulf believes that tht 1lt1rn1t1ve threshold of Sl0,000,000 is far superior 
to the primary proposal for compettttv1 reasons. Florida Public Utilities does 
not expect the proposed rult aaendllents to t11Pact tts ability to ca11p1t1. 

IMPACT ON EMPLOYMENT 
Gulf, FPUC, TECO, FPC, and FPL 1ndicattd they do not expect th• proposed 

rule amendment to affect the level of employment in their companies. 

MEJHOOOLOGY 
Data requests were sent to the Investor-Owned Electric Ut111t1ts to collect 

add1t1onal econoeic 1nfon11tton. Discussions were held wtth technical and legal 
staff . Related rules and statutes were tx•tntd and reftrtnctd. Standard 
microeconomic analysts was ustd to deterwtne tht 1stt11Attd tl!pact. 

CBH :tf/ e-afudZt .tnf 
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STATBMBNT OP PACTS AND CIJlC'DKSTANCIS 
JUSTIFYING RULi 

The prior rule had a threshold for AFUDC acc rual which was too 
low. The amended rul e i nsures that only projects whi ch are 
materia l wi th respect to a company's financial asse t s will accrue 
AFUDC . 

STATDCDT OH nDD.AL STANDARDS 

There is no federal standard on the same subject. 

STATIXDIT OP DIPACT OM SJIALL BtJSINBSS 

No impact on small business is anticipated. 

STATEMENT THAT TD AODICY BAS CBOSD TD UatJLATOJlY ALTSRHATIVZ 
THAT DIPOSSS TD LOWSST HST COST ALTDDTIVZ TO SOCISTY 

The Commission has chosen the regulatory alternative that 
imposes the lowest net cost to society . 


