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WRLER’S DFRECT DIAL NO. (727) 820-5587 

September 13,2006 

Ms. Blanca S .  Bay& Director 
Division of the Co 

Administrative Services 
Florida Public Service Commision 
2540 Shumard Oak 
Tallahassee, FL 32 

ission Clerk and 

Re: Proposed adoption uf new rule regarding nucleur power plunt cost recovery: 
Docket NO. 060508-EI 

Dear Ms. Bay& 

I am enclosing for filing on behalf of Progress Energy Florida, Inc. ((‘PEF’’) and 
‘da Power & Light C y ((‘FPL‘3 (1) PEF’s and FPL’s joint post-workshop 

ferenced docket, (23 a statement of 
(3) a redline of Staff’s pro 

proposed rule co 

PEF’s and FPL’s pre that we provided at the August 30, P. 
Please do not hesitate to call me should you have any questions. 

R. Alexander Glenn 

cc: Lany Harris, Esq. 
Wade Litchfield, Esq. 
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25-6.0423 Nuclear Power Plant Cost Recovery. 

(1) The purpose of this rule is to establish alternative cost recovery 

mechanisms for the reco of costs incurred in the siting, design, licensing, and 

construction of nuclear power plants that promote electric utility investment in 

nuclear power plants and allow for the recovery in rates of all such prudently 

incurred costs. 

(2) As used in this rule: 

(a) ”Nuclear power plant” or “plant’3 is an electrical power plant 

that utilizes nuclear materials as &el, as defined in section 

403.503(13), Florida Statutes. 

(b) “Cost” includes, but is not limited to all capital investments 

including rate of return, any applicable taxes and all expenses, 

including operation and maintenance expenses, related to or 

resulting &om the siting, licensing, design, constsuction or 

operation of the nuclear power plant. 

(c) “Preconstruction costs” are costs that are 

for the comfrtlcfion of a nuclear power p h t ,  incurred 

up to and ng the date the utility completes 

ts include, but are not limited to, any and all costs 

associated with preparing, reviewing and defending a Co 

Operating License (CO 

cost of engineering, desi 

ation for a nuclear power plant, 

and permitting the nuclear 

on costs related thereto, costs associated with 

selection, clearing, grading and excavation, 
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arid cost of on-site construction facilities (i.e. construction offices, 

warehouses, etc.) 

(d) “Constrcction costs’’ are costs that are expended to construct 

the nuclear power plant inc ng any litigation costs related 

thereto. These costs include, but are not limited to, constructing 

nuclear power plant buildings and all associated permanent 

structures, equipment and systems. 

tion costs shall be afforded deferred accounting treatment 

md shall acme a canying charge equal to the util ’s allowance for funds used 

g construction (AFUDC) until recovered in rates. 

(4) After the Conunission has issued a final order granting a determination 

eed pursuant to Section 403.5 19, Florida Statutes: 

(a) A utility may petition the Codss ion  for cost recovery as permitted 

urder this rule; 

@) A utility is d to recover, through the Capacity Cost Recovery 

costs and the related carrying 

e. Such costs will be 

on. With its C 

, on an annual basis, based on the 

projection filing a utility shall 

expenditures €or the subsequent 

; and (ii) a description of the preconstruction work projected to be performed 

luring such year. With its Capacity Cost Recovery final e-up filing a utility 

;hall annually submit for Cammission review and approval information 

;oncerning (iii) its actual precanstruction expenditures in the prior year in 

:omparison with its previously filed projected preconstmction expenditures for 
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such prior year and (iv) a description of the preconstruction work actually 

perf‘omed during such year. The Commission shall after review enter in its order 

with respect to a utility’s Capacity Cost Recovery Clause a finding with respect to 

the prudence of such preconstmction costs actually expended by the utility. In 

ion shall apply the standard 

ded for pursuant to Section 403.519(4)(e), Florida Statutes. Actual pre- 

tmction costs incurred by a utility prior tu the issuance of a final order 

granting a determination of need pursuant to Section 4 19, Florida Statutes, 

shall be included in the initid filing made by a utility under this section for 

revie 

its determination of prudence the CO 

r o d  and a finding with respect to prudence. 

(c) A utility is entitled to recover, through the utility’s Capacity Cost 

Recovery Clause, the canying costs on the utility’s ann& projected construction 

cost balance associated with the nuclear power plant. The actual carrying costs 

recovered through the Capacity Cost Recovery Clause shall reduce &e AFUDC 

otherwise have been recorded as a cost of construction eligible for 

e. For nuclear power plant need petitions recovery as pl 

on or before December 31,2010, the 

based on the pretax AFtrT>C rate 

abd carrying costs 

on June 19, 2006. For 

31, 2010, the 

s pretax AFUDC rate in effect at the time the petition for determination of 

need is filed is presumed to be appropriate unless the Commission determines 

otherwise in its need determination Order. With its Capacity Cost Recovery 

projection filing a utility shall annually submit (i) its projected constsuCtion 

expenditures for the subsequent year; and (ii) a description of the cons 

nuclear power plant need petitions submitted after Dece 
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work projected to be performed during such year. With its Capacity Cost 

Recovery final true-up filing a utility shall annually submit for Commission 

review and approval Somation concerning (iii) its actual construction 

expenditures in the prior year in comparison with its previously filed projected 

construction expenditures for such prior year and (iv) a description of the 

construction work actually performed during such year. The Commission shall 

after review enter in its order with respect to a utility’s Capacity Cost Recovery 

clause 8 finding With respect to the prudence of such construction costs actual 

expended by the utility, In making its determination of prudence the Commission 

shall apply the standard pro d for pursuant to Section 403.519(4)(e), F1 

Statutes. 

( 4  Tfie ence between actual and projected costs as filed in the 

Capacity Cost Recovery Clause will be included for cost recovery purposes as a 

component of the overiunder recovered balance to be included in the following 

the Capacity Cost Recovery Clause. 

elects not to complete or is precluded from (5)  In the event the 

CO 

recover all prudent preca 

g construction of the nuclear power plant, the utility shall be allowed to 

tion costs, and construction costs inc 

bllowing the cofnmjssion’s issuance of a final order granting a detem 

need for the nuclear power plant. The utility shall recover such costs through the 

Capacity Cost Recovery Clause over a period equal to the period during which the 

incurred or 5 years, whichever is greater. The amount recovered under 

bis section will be the remaining unrecovered Construction Work In Progress 

xdance at the time of abandonment and future payment of all outstanding costs. 

CODING: Words underlined are additions; words in &wA&mq$ type 
are deletions &om existing law. 

- 4 -  



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

The unrecovered balance during the recovery period will accrue interest at the 

utility's overall pretax weighted average midpoint cost of capital on a FPSC 

Adjusted basis as reported by the utility in its Eantings Surveillance Report filed 

in December of the prior year, utilizing the midpoint of On Equity (ROE) 

range or ROE approved for other regulatory purposes, as applicable. 

(6) As operating units or systems associated with the nuclear power plant 

and the nuclear power plant itself, are placed in comercial service: 

fa) The utility shall calculate and submit for Commission confirmation the 

increclse in base rates resulting fiom the jurisdictional annual base revenue 

requirements for ear power plant in conjmctian with the Capacity Cost 

Recovery Clause g for the year the nuclear power plmt is proj 

to achieve comercial operation. The increase in base rates will be based on the 

annualized base revenue requirements for the nuclear power plant for the first 12 

months of operations consistent with the cost projections filed in conjunction with 

the Capxity Cost Recovery Clause tion filing. At such time as the nuclear 

power plant is included in base rates, recovery through the Capacity Cost 

Recovery Clause will cease, for the di between actual and 

rojected constnzction costs as vided in paragraph (4)(d) above. 

(b) The rate ofretum on capital investments shall be calculated using the 

Jtility's rate of return last approved by the Commission prior to the commercial 

n-service date of the nuclear power plan$. 

(c) The jurisdictional net book vdue of any existing generating plant that 

s retired as a result of operation of the nuclear power plant shall be recovered 

hrough an increase in base rate charges over a period not to exceed 5 years. 
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(7) On an annual basis following the final de ation of need Order 

and until commercial operation of the nuclear power plant, a utility shall include 

the budgeted and actual costs as compared to the estimated &-service costs of the 

nuclear power plant as provided in the petition for need determination in its 

ort filed pursuant to Rule 25-6.135. The estimates provided in the 

petition for need determination are non-binding estimates. Some costs may be 

higher than estimated and other costs may be lower. A utility shall provide such 

revised estimated in-service costs as may be necessary in its mud report. 

Specific Authorily 350.127(2), 366.05(1). Law Imple 
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Elumberto J. Gonzalez 
Regutatory Affairs Coordinator 
Florida Power & Light Company 
9250 W. Flagler Street 
Mlami, EL 33174 

(305) 552-2834 (Facsimile) 
(305) 552-2833 

September 13,2006 
Larry Harris, 
Office of the General Counsel 
Florida Public Service Comisibn 
2540 Shunnard Oak Blvd. 
Tallahassee, FL 32399-0862. 

Re: 
(SERC) 

Docket No. 060508, Rule 25-6.0423 Statement of Estimated Regulatory Costs 

Dear Mr. Harris: 

Below please find the Statement of Estimated Regulatory Costs (SERC) to implement Rule 25- 
Power Plant Cost Recovery, as required un . 060508 and the 

t 30, 2006. Section 120.541 

stimate of the number of individuals and entiti 
e rule, together with a general descriptio 

to be affected by the rule. 
0 Florida Power & Light Company (FPL) and Progress 

participated in the discussions for Docket No. 060508 ag 
rule. Although we have not identified others both Gulf 
be impacted by the rule. It is not for us to say. 

of the cost to the agency, and to 
lementing and enforcing the 

state and local 
d e ,  and any 

ffect on state or locd revenues. 
cost has been identified at this time. 

the rule. As used in this paragraph, tttrans 
ascertainable based upon standard business practices, and in 
obtaining a lie 
required to be 
and the cost of monitoring and 

Initial costs to implement the d e  as proposed by FPL on the September 13 filing 
eluded in the organization’s expenses resulting in no additional cash 
This would inchde setting up the accounting systems for recordhg and 

d be approximately 

d. An analysis of the impact on small businesses as defined by s. 288.703, and an analysis 
of the impact on mall counties and small cities as defined by s. 120.52. 
0 These costs are not applicable. 

cost of equipment required to 
d in complying with the rule, a 

e items related to the proposed rule, 
on-going costs, FPL estimates the costs 

$10,000 per year. 

Page I of 2 



Florida Power & Light Corporation 
Docket No. 060508 
September 13,2006 

0 No additional 
f. In the statement 

akemative or a 
proposed d e .  

Noadditional has been identified at this time. 

Sincerely, 

Hurnberto Gonzalez. 

cc: WadeLitchfield, Florida Power and Light 
Alex Glenn, Progress Energy Florida 
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25-6.0423 Nuclear Power Plant Cost Recovery. 

(1) The purpose of this rule is to establish aftemiithe cost recovery 

mechanisms 

promote electric utility investment in 

nuclear power plants and allow for the recovery in rates of all WM&+& 

prudently incurred 
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plant, or my iitigation costs related t h ~ e t ~ .  costs associated with 

warehouses. etc.1 

(4) After the Commission has issued a frnal order &ranting a determbtion 

3fneed pursuant to Section 403.5 19, Florida Statutes: 
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(a) A utikty may petition the Commission for cost recovery as permitted 

under this rule; 

-&+A utility is entitled to recover, through the Capacity Cost Recovery 

preconstruction costs and 
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power piant need petitions submitted aster December 3 I, 201 0, the utilitv's Dretas 

MUDC rate in eiYect at the time the petition for ~ ~ ~ ~ ~ ~ ~ a ~ i ~ n  of need is filed is 

need ~ e t ~ ~ i ~ a ~ ~ ~ n  Order. 

(d) The difference en actual and projected wests as filed in the 

Capacifv Cost Recoverv Clause will be included for cost recovery purposes 

12 month of operation md at such time as plmt is included in base ratesz 

1xtilitF"s mast recent a c t d  overall weidted averam rate of return an a 

md aanruved overail rate ofretusst, ; 

(cl The net book  due of my existkg mxeratina plant that is retired as a 

~ i ~ d t  of arreration of the nuclear plant shali be recavered though an hcrew in 
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power plant is i ~ ~ ~ u d ~  rafes, recovery throu& the Capacity Cost 

(b) The rate ofreturn on ca&td investments shall. be calculated using the 

to the "nercial in senrice date ofthe mclca uowx plant: 

the budgeted irnd actual cas@ as compared tq the estimated in-service costs ofthe 

revised estimated in-swvise costs as mav be necessary in its annuad repun. 

SpeijIc Authority 350.12 7(2), 366.05(1). taw Implemented 366.93 FS. 
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