


BEFORE THE FLORIDA PUBLIC SBERVICE COMMISSION

In re: Proposed Revimeions to )
Rule 25-6.0141, F.A.C., ) DOCKET NO, 9$51535-EI
Allowance for Funde Used | FILED: July 26, 1996
During Construction (AFUDC). }

)

Tanpa Electric Company (“Tampa Electric® or "the corpany®),
pursuant to the notics of propossd rulemaking issued June 27, 1996,
submits ths following comments in opposition to the proposed Rula
25-6.0141, F.A.C., Allowanca for Funds Used During Construction
(AFUDC). The company does not request that a formal hearing be
held. Provided that no hearing is hald pursuant to the written
reguest of any other interestad party, Tampa Electric goes request
an opportunity to address the Commission during the agenda
conference at wvhich the Commission will hold delibsrations prior to
adopting, rejecting or modifying the proposed rula, The company’s
commente are as follows:

1. Tappa Electric urges the cCommjiasion to reject the
proposed revisionse and to adopt the alternative staff
racommendation set forth in the staff‘s recommendation that was
considered by the Commiasion at the June 11, 1996 agenda
conferenca. Adoption of the alternative staff recommendation would
avold disparity in accounting treatment between tha utilities. The
alternative staff recommandation would raise the lizits of projects
which carry AFUDC to $15 milllon for all utilities. The cost of a
project should not depend on the asset base of each utility. Two

different utilities with exactly the same project should not by
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rule of this Commigsion have different costs booked for that
project. |

2. The Uniform System of Accounts (USOA) adopted by the
Federal Enargy Regulatory Commission (PERC) and this Commiasion
requires that electric plant be stated at cost. It further
identifies that the cost of construction properly includable in the
electric plant accounta include the direct and ovarhead cosatas
listed as components of construction costs. AFUDC is identified as
one of those costs. The USOA does not identify any dollar lavel of
projects that is excluded from the AFUDC calculation. It certainly
does not identify a percent of the asset bass that is excludible
from the AFUDC calculation.

3. Generally accepted accounting principles {GAAP)
recognizes that the basis of capitalizing interest costs is that
the ccst of an assst should includs all costs necamsary te bring
the asset to the condition and location for its intended use. GAAP
concludes that a better measurs of assst cost is achieved when
interest costs are capitalized, resulting in a better matching of
revenue and costs in future periods. Consistency in accounting is
one of the underlying foundations of GAAP. The company beliasvas
that adoption of the propossd rule chingss would crsate an
inconsistency in accounting treatment among the utilities

4. A second point the company believes should be cunallenged
is the assumption that there neads to be a change in the dollar
leval of projects subject to AFPUDC calculation. Thae company

believes that the assumption that AFUDC must be raduced becauss of




the threat of conpe‘ition or a perceived potential for stranded
costs is 1nappr;priato. GAAP doss not allow the writs down of
asset values based on anticipated svents but requires proof that
the carrying value of the assets are not being covered by revenuss.
The proposed rule changes if adopted would recognize impairments of
assets based on speculative future events.

5. Tampa Electric urges the Commission to reject the
proposed rula changes contained in the primary staff recommendation
and instead adopt the staff alternative proposal as ths most
consistent accounting treatmsnt for AFUDC.

DATFD this E ~ day of July, 1996,

Reaspectfully submitted,
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L. WILLIS -
JAMES D. BEARLSEY
Ausley & McoMullen
Post Office Box 191
Tallahassea, FL 32302
{504) 224-9115
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