
TOi 

FLORD>A PUBLIC SKJlVICS CCIGIISSIOH 
Capital Circle Office Center • 2540 Shumard O&lt Boulevard 

Tallahaaaee, Plorida 32399-0850 

MIMQIA•l2UM 

April 11, 1996 

DIRSC'l'Oll, DIVXSIOS OP ascom>S Alm UPOllTDIG (BAYO) 

ROMi DIVISIOll 01' APPDLS (BSl·t·•K) !t5 Re. 8 

J>ji~ 
RBi 

AGBRDA1 

DIVISIOll 01' RU•UCB fs UGtJLATOllY RSVIDf (DWITT) 
DIVISIOll or Am>ITDfO " PDWICIAL UAL~~p (uvm.I, 
DIVISIOll or SLSC.'ftlC " au (a. BUS) ~~ 

DOCK:ST RO. 951535·SI - PROPOSED RSVISIOllS TO lltJ'LS 5-
6. 0141, r.A.c., ALLOW.urc1: roa rmms USED DtJllDIG 
COSSTJltJCTIOS (Arm>C) 

4/30/96 UCJDLAJl AGKlll>A DITDJISTSD PD.BORS KAY 
PllTICIPATS 

SPECIAL DJSTJltJCTIOllSa Ia\PSC\UA\WP\ 

CASI BACIGBQOlfD 

As a result o f a process whic h included meeting with the 
companies and other parties on sevPral occasions , Staff reconmended 
certair. amendments to Rule 25-6.0141, Allowance !or Funds Used 
During Construction (APUDC) . The purpose o! the amendment is to 
increase the threshold of project qualification in order to limit 
APUDC accrual treatment to projects wi th a significant financial 
impact on t he company. 

In general, the companies are in !avor o! changes to the rule. 
Florida Power & Light Company (PPL), Florida Power Corporation 
(PPC) and Flo rida Public Utilities Company (PPUC) are in favor of 
the primary recommendation. Tampa Blectric Company (TBCO) is in 
favor of the alternative recommendation. Gulf Power Company (GULF) 
prefers the uniform dol lar threshold of the alternative 
recommendation, but favors a lower threshold of $10,000,000. Gulf 
also questions whether a rule change is necessary. 

The o rig i nal pro posed rul e revision was discussed at the 
February 6. 1996 Agenda Conf erence . On the basis of company 
comments and questions raised by several Commissioners , this matter 
was def erred to a later agenda i n order that these concerns and 
questions could be addressed . Staf f has made revisions t o t he rule 
i n the f orm o f a Primary and Al ternate version o f the rule. 
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PISCQSSIQM 01 ISSUIS 

ISSUI 11 Should the Coamission propose the attached amendments 
included in Attachment A to Rule 25-6.0141? 

PR.IJlllX QCCW'MP\TIQla Yes. The COl11J\ission should propose the 
amendments to Rule 25-6 . 0141 included in Attachment A. 

ALTDHATIYI UCW-fl"WATXOB 1 No. 
should propose the amendments 
At t achment B. 

As an alternative, the Conmise ion 
to Rule 25 - 6.0141 included in 

STAPP AlfALTSIS1 As a result of the February 6, 1996 Agenda 
Conference and continuing discussions with the parties, Staff has 
developed a primary recomnendation and an alternative 
r econmendation . Staff believes that both versions are superior to 
the current rule. 

The priaary version (Att achment A) states that projects 
el i gibl e t o accrue AFUDC are those which involve gross additions to 
plant in excess of 0.5 percent of the sum of the total in Accounts 
101 and 106 at the time the project conmences, and are expected to 
take in excess of one year to complete. The primary recol1U'l\endat ion 
is similar to the proposed rule discussed at the February 6 Agenda 
with the fol l owing changes: 

The one year minimum cons truction duration requirement in the 
present rule (removed i n the prior propos al ) has been added back. 
All other references to the one year construction period dropped in 
the original proposal have also been added back. Paragraph (1) (f) 
has been added to allow companies t o file a petition to seek 
approval to include projects in rate base which would normally 
accrue APUDC. Paragraph (1 ) (g) has been added making it clear that 
the Commission may exclude from rate base an amount of CWIP that 
does not ordinarily qualify for AFUDC treatment if it is in the 
best inter es t s of the ratepayers to do so. The accrual of AFUDC 
would be allowed on thos e excluded amounts. Paragraph ( 8) is 
added to require companies to inch .de in thei r Forecas ted 
Surveillance Report a l i st of individual projects connencing during 
the period which are expected to equal or exceed a gross cost of 
$10,000,000 . Paragraph (9) is added allowi ng the companies the 
option to implement the rule no later than January 1,1999, or its 
next rate case, whichever occurs first. 

The alternative version (Attachment B) states that eligible 
projects are those which involve gross additions to plant in excess 
o f $15,000, COO and are expected t o take in excess o t one year t o 
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complete. Paragraph (1) (f), as referred to in the above paragraph, 
is also included here. Paragraph (1) (g} has been added to allow a 
utility with less than $100,000,000 gross plant in service to seek 
approval to accrue APUDC on projects which would not otherwise 
qualify for AFUDC treatment. At the current time, this paragraph 
only applies to Florida Public Utilities Company. Paragraph 
(1) (h) , identical to paragraph (l) (g) in the primary version above , 
is also included. Paragraph (8) is added allowing the companies 
the option to implement the rule no later than January 1,1999, or 
its next rate case, whichever occurs first. 

During the February 6, 1996 agenda several questions were 
raised concerning the recomnended changes. The following 
discussion addresses the questions. 

(1) A question was raised concerning whether there was a need 
to change the rule at all since , in one company's opinion, the 
current rule was operating well. However, Staff believes that the 
changing realities of the industry and the marketplace require 
changes in this rule. 

In 19 72, Docket 72 609 -PU was ope.ned to determine the 
appropriate a ccounting treatment f or construction in the electric 
industry, and specifically to determine if any changes needed to be 
made to the Comnission's accounting treatment of AFUDC that had 
been i n place since 1962. Companies then had the option of 
charging AFUDC and not including CWIP in rate base, or incl uding 
CWIP in rate base and not charging APUDC. At that time, several 
utilities had large construction programs underway, including 
nuclear plants, with lead times as long as 10 years. In the order 
which came out of t hat docket, the Comnission chose to retain t he 
provision that the change from one method to the other could be 
made only with Commission approval during a rate case proceeding . 

The rule has undergone several revisions since that time. The 
present rule requires that projects costing over $25, 000 and taking 
one year or more to complete may accrue APUDC; projects not meeting 
t hese criteria may not accrue APUDC. 'l"he original discretion to 
accrue AFUDC or add it immediately to rate base was removed . Staff 
believes that a $25,000 floor for the accrual of APUDC is too low, 
and probably should have been greater than this amount to begin 
with. As s tated previously , the purpose of these amendments is to 
raise the threshold for project qualification to larger projects 
which are material in nature and that would have a significant 
financial impact on the company. The $25, 000 floor is not a 
material amount for the major companies . Staff 's proposals raise 
the AFUDC accrual floor to amounts which are material. A higher 
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amount will be more consistent with Generally Accepted Account ing 
Principals(GAAP). Higher project limits for the accrual of AFUDC 
will have the effect of lowering total project costs included in 
rate base. Thie will benefit all ratepayers in the long-term since 
a lower rate base lessens the companies' revenue requirements and 
ultimately will result in lower rates. 

It has been argued that two projects built by two separate 
companies should cost the same and that changes in the AFUDC rule 
wil l cause the costs to vary. It is true that accrual of AFUDC 
increases the total capitalized plant; however, the dollar amounts 
expended are the same . The company expenses the amount currently, 
rather than deferring capital costs and recovering them over the 
life of the asset. This is only one of many costs that will vary 
be tween any two companies. The capital costs, the labor costs, and 
material costs may vary significantly. While it would be ideal for 
t wo i dentical plants to cost the same amount, in reality, they will 
not. AFUDC is only one more component that wi ll vary. It should 
be pointed out that each utility has its own unique AFUDC rate. 

Competition has been raised as an issue. Florida does not 
currently have retail competition. The shape and form of 
restructuring is u.nknown to the industry. What is known is that it 
is important to get regulated costs comparable to the true economic 
costs. These changes to the AFUDC rule are a positive s tep in ~hat 
direct ion. At t he time the changes are known, all rules will have 
to be evaluated to determine their applicability. 

(2) Another question was raised regarding the al l ocation 
factors used to separate retail and whol esale proj ects for 
surveillance purposes. I n general, costs which cannot be directly 
assigned to either wholesale or r etail are separat ed between 
jurisdictions on the basis of proportional MW load. Timely updates 
of these factors can be important. If the proportion of total load 
being sold as wholesale changes, and the separat ions factors are 
not updated, too much or too little cost can be allocated to the 
retail jurisdiction for surveillance purposes. At the current 
time, the investor-owned utilities use separation studies conducted 
at varied times t o allocate plant- in-service accounts. Staff 
currently is reviewing the frequency of and the method used by each 
utility to develop allocation factors. 

(3) Another concern of the Commission with r egard t o Staff ' s 
original proposal was that wi th t he changed accrual levels of 
AFUDC, proj ects which would have previously accrued AFUDC before 
going into rat~ base would now go straight into rate base and would 
not be subject to Commission review. The final determination o f 
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the prudence of projects has always rested with the Coirmission. 
This is not changed under Staff's new proposals. The Commission 
will retain its ability to review any or all projects during or 
after construction for prudence. 

Our reconmendation that projects under 0. 5 percent of rate 
base not accrue AFUDC but be included immediately in rate base, 
means that Florida Power & Light, for example, would be able to 
include projects as large as approximately $79,000,000 in rate base 
as constructed. A project of this size is not material from an 
accounting standpoint for a company with a gross plant in service 
exceeding $15 billion. It was pointed out, however, that it still 
represents a great deal of money and should have some sort of 
Con:uniss i on review. In order to make clear the Commission's intent, 
Staff has included new language in both the primary and the 
a l ternative proposal to address this. Paragraph (1) (g) in the 
p r imary version of the proposed rule, and paragraph (1) (h) in the 
alternative version of the proposed rule, state that, on a 
prospective basis, the Corrmi.ssion may on its own motion determine 
that a certain portion of CWIP should be excluded from rate base 
and allow the utility to accrue APUDC on the excluc:'ed portion. 
Staff believes that this paragraph and the reporting requirement of 
paragraph (1) (f) in both versions of the rule give the Commission 
t he ability t o monitor these significant projects. 

(4 ) A que stion was raised whether allowing large projects in 
rate base over the construction period, rather than all at once at 
the completion of the pr oject, as is the case with projects which 
accrue AFUDC, would give companies the opportunity to hide 
overearnings. This is a possibility, but would be highly unlikely 
t o happen in practice. A project of $80,000,000, in the case of 
FP&L woul d require much detailed planning, construction bids, and 
i n the maj ority, if not all cases, would require more than a year 
in cons t ruc tion t ime. Such a pro ject would qualify for AFUDC 
treatment under the existing rule. To sev~ rely i mpact earnings, a 
project would have t o be completed in an extremely short period of 
time. In FP&L's case, such a project would impact the return on 
equity by approximately 16 basis points. This approximates an 
$11,200 , 000 effect on earni ngs. A mu ch easier way f or a utility t o 
avoid an over earning situa tion is t o increase maintenance expenses. 
This requires far less planning, can usually be sta r t ed sooner, and 
nae a dollar for dollar e f fect on earnings. 

( 5 ) Anothe r quest i on raised concerned current ratepayers 
paying f or pr oj ects which wil l benef it future ratepayers. This 
could occur if l arge amounts of CWIP which wil l not be in service 
for a long peri od of time were included in rate base. Increasing 
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the floor from $25,000 to 0.5 percent of gross plant as recomnended 
in the primary recommendation, or $15, 000, 000 of gross plant as 
proposed in the alternative recommendation, would result in more 
projects being included in rate base. However, large, long term 
projects, such as power plants, will still accrue APUDC unless tho 
Commission specifically approves inclusion in rate base. Not all 
construction is solely for the benefit of future ratepayers. There 
are many projects which are built in order to increase the 
reliability of service or replace aging or obsolete equipment and 
facilities. In sane cases, facilities in high growth areas reach 
capacity and must be expanded. 

Currently, projects, such as Gulf's Continuous Emission 
Monitors project at Plant Daniel, that are classified as CWIP and 
accrue AFUDC, are recovered on an on-going basis through a cost 
recovery clause when they are classified as plant in service. The 
capital cost s associated with CWIP that does not accrue AFUDC is 
recovered during construction. Under the rule change, the impact 
of larger constuction projects will be phased-in by capital costs 
being recovered on a more current basis. 

The increase in rate base caused by larger amounts of CWIP 
would not result in increased rates until a company filed a rate 
case. Io the interim, however, increases in rate base due to CWIP 
would have the effect of reducing earnings. Staff does not believe 
thi s will be a major problem. Staff also believes that the 
advantages to the ratepayers through lower rates over ti~e than 
they otherwise would be, and the better competitive position this 
revised rule will place the utilities in, outwei~hs the possibility 
tha t some present ratepayers will pay for future facili ties that 
may be placed in service after they leave the system. 

Economic Impact Statement 

AB indicated by the attached EIS, we foresee no increased 
sta ff workload, and no additional direc ~ costs to other state or 
l ocal governmental entities. We anticipate no direct impact on 
smal 1 business, and no impacts on the ability of any of the 
ut il it ies to compete. Florida Power & Light Company believes that 
the proposed amendment will generate a competitive benefit for the 
Company and reduce the potential tor stranded invest ment from 
fu t ure construction. The amendment is not expected to affect the 
l evel of employment at these companies. 

Gulf Power Company believes that the timing of a project's 
inclusion i n rate base will impact future earnings, in that a 
hi gher t hre shold for AFUDC accrual would force the Company to 
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absorb the carrying costs of projects prior to the in-service date. 
For this reason, the Company is in favor of a $10,000,000 threshold 
for accrual. Tampa Blectric Company(TECO) states that if projects 
are included in rate base the Company would not recover the 
associated revenue requirement until it filed for a rate increase. 
TECO favors a threshold of $15,000,000 for accrual . Florida Power 
& Light Company and Florida Power Corporation support the O. 5 
percent threshold tor AFUDC accrual. Florida Power & Light Company 
i ndicated that the amendments would reduce administrative costs. 
Florida Power Corporation does not expect a significant change in 
administrative costs unless separate FPSC (retail) and Federal 
Energy Regulatory Comnission (wholesale) books must be main~~ined. 

In summary, Staff believes that the present minimum of $25, 000 
for AFUDC accrual is too low and should be increased. We also 
believe that it should be a minimum based on the ;ize of each 
utility. For that reason we support the Primary version of the 
rule. 

ISSUI 411 If no responses for hearing are received or comments 
filed , should t he attached rule amendments be sent to the Secretary 
of State for adoption and this docket closed? 

PRDSAR,Y UC<WMJDIDAT40Ht Yes. 
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ATTACHMENT A 

PRIMARY 

25·6.0ltl Allowance Por l'w14- Uaed During Conatruction. 

(1) Construction work in progre•• (CWIP) or nuclear fuel in 

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

rate base may accrue allowance for funds u•ed during construction 

(AFUDC), under the following conditions: 

(a) Bligible projects . '11le following projects may be 

included in CWIP or NFIP and accrue AFUDC: 

1. Projects that involve gross additions to plant in 

excess of 0. 5 percent of the sum of the total 

balance in Account 101 - Blectric Plant in Service. 

and Account 106. Completed Construction no t 

Classified. at the time the project co(JJ!)ences 

$25,999 and 

a. are expected to be completed in excess of one year 

after cOim1encement of construction, or 

b. were originally e xpec ted to be completed in one 

year or less and are suspended for six months or 

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

( b ) I neligible proj e c ts. The f ollowing projects may be 

i ncluded in CWIP or NFIP, but may not accrue AFUDC: 

CODING: Words underlined are additions; words in 
stf't:lelt thre1:t~h type are deletions from e.xisting law. 
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ATTACHMENT A 

1. Projects, or portion• thereof, that do not exceed 

the level of CWIP or NFIP included in rate base in 

the utility's eempany'e last rate case. 

2. Projects where gross additions to plant are l..ww 

tban 0.5 percent of the sum ot the total b&lance in 

Account 101 Blectric Plant in Service. and 

Account 106 Completed Construction not 

Classified. at the time the pro1ect coamencee 

$iil5,999 or leae. 

3. Projects expected to be completed in less than one 

year after comnencement ot construction. 

4 . Property that has been classified as Property Held 

for Future Use. 

(c) Unless otherwise authorized by the Conmission, the 

followi ng projects may not be included in CWIP or NFIP, nor accrue 

AFUDC: 

1. Projects that are reimbursable by another party. 

2 . Projects that have been cancelled. 

3. Purchases of assets which are ready for service 

when a cquired. 

4. Portions o f projects pr~viding service during the 

construction period. 

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

following cond i tions: 

CODING: Words underlined are additions ; words in 
EH::l!'tlelt tArett!Jh type are deletions from existing law . 
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1 . Accrual of AFUDC is not to be reversed when a 

project originally expected to be completed in 

excess of one year is completed in one year or 

less; 

2. AFUDC may not be accrued retroactively if a project 

expected to be completed in one year or less is 

subsequently suspended for six months, or is not 

ready for service after one year; 

3. When a project is completed and re.ady for·jervice, 

it shall be immediately transferred to the 

appropriate plant account(s) or Account 106, 

Completed Construction Not Classified, and may no 

longer accrue APUOC; 

4. Where a work order covers the construction of more 

than one property unit, the AFUDC a.ccrual sh.-;.11 

cease on the costs related to each unit when that 

uni t reaches an in- service status; 

5. When the c onstruction activities for an ongoing 

proj e ct are e xpected to be suspended for a period 

exc eeding six (6) months, the utility shall notify 

the Commission of the suspension and the reason (s) 

for the sus pension, and shal l submit a proposed 

a c counting treatment f o r the suspended project; and 

CODING: Wo rds under l ine d are additions; wo rds in 
e~rttek t fl-religh type are deletions from existing law. 
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ATTACHMENT A 

6. When the construction activities for a suspended 

proj e ct are resumed, the previously accumulated 

costs of the project may not accrue AFUDC if such 

costs have been included in rate base for 

ratemaking purposes. However, the accrual of APUDC 

may be resumed when the previously accumulated 

costs are no longer included in rate base for 

ratemaking purposes. 

(el Subaccounts. Account 107, Construction Work in Progress, 

and Account 120.1, Nuclear Fuel in Process of Refinement, 

Convers ion, Enrichment and Fabrication, sh.all be subdivided eo as 

to segregate the cost of construction projects that are eligibl~ 

for AFUDC from the cost of construction projects that are 

ineligible for APUDC . 

l.tJ_ Prior t o the COBl!\encement of construction on a project . 

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

individual project in rate base that would otherwise qualify for 

AFUPC treatment per Section Cl l Cal • 

j_gJ_ On a prospective basis. the Comnission. upon its own 

motion . may determine that i t i s in the best interests of the 

ratepayers to exclude an amount of cwIP from A utility's rate base 

that does not guality for AFUPC t reatment per Section (ll Cal and to 

allow the utility to accrue AFUPC on that excluded amount. 

(2) The applicable AFUDC rate s hall be determined as f ollows : 

CODING: Words underlined are additions; words in 
e t Fl:tek thre~gh type are deletions from ex istirg law. 
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(a) The most recent 13-month average embedded cost of 

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

of capital and adjusted using adjustment• consistent with those 

used by the Commission in the utility's Oel'llpany'e last rate case. 

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

structure shall be the midpoint of the last allowed return on 

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

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

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

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

percentage rate shall be calculated to two decimal places. 

( e) ~e treatlfteftt ~ the CelllM:esien ef all in•;estment t:a:x 

credits at a eere eest rate shall ee eentift!ent ttpeft a rttlift! frem 

tne Ieterftal Reventte BerYiee that etteh treatment: will net, fer 

ee~aeiee eleetee te ee treated tteder s. Ui (f) (ill) ef the Interftal 

ReveA\:IC Gede, reettl t in the ferfeitttre ef t:i•e ta:K eredits. Pending 

receipt ef etteh a P\:lling 1 eaeh tttility shall eentintte te ttse the 

wei!'!ht ed e•;erall eest ef eapi tal ealettlated iB a maftfter eensistertt 

with the fiftf:ll IRB Re!Jttla tiefl Seetiel'l 1. t6 6 ptteH:ehed Hay 22, 

1986, as the eeat ef the tttiH.ty' s n· aftd ie• iftYe&tlllE!nt tlMf 

credi t s. 

(d) Any Stteh rttliAg re~eet: lft\:ISt ee B\tBM:H : t et! 

Gett'll'l\ieeiea ey Beeeaieer 15, 1987. qifie AP"JBC eest rate 

iAYeBtl!\Cftt tMt credit fer arty Cell~t'IY whieh fails te s\thmh: 

CODING: Words underlined are additions; words in 
etrttclt t hre\:lgh t ype are deletions from existing law. 
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ATTACHMENT A 

letter rtaliftg re~eat te the IAB ehall ee g&Yerned ~ the first 

letter rttliftg iae~ed ey the IRS in •eapenee te a re~eat attl9Mittee 

r;t1:trsttant te a~eeetieft i(e) ef thie Pttle. 

(3 ) Discounted monthly AFUDC rate. A discounted monthly 

AFUDC rate, calculated to six decimal places, shall be employed to 

insure that the annua l AFUDC char ged does not exceed authori zed 

levels . 

(a) The formula used to discount the annual AFUDC rate to 

reflect monthly compounding is as tollows: 

M • ( (1 + ~) l /U - 1) X 100 

100 

Where : 

M - discounted monthly APUDC rate 

A • Annual AFUDC rate 

(b ) The monthly AFUDC rate , carried out to s i x decimal 

places, shall be applied t o the average monthly balance ot e ligible 

CWIP and NPIP that is not included i n rate base. 

(4) The following schedules shall be filed wi th each r~tition 

fo r a change in AFUDC rate: 

(al Schedule A. A schedule showing t. .1e capital struc ture, 

cost rates and weighted average cost o! capital that are the basis 

for the AFUDC rate in subsection (2) . 

CODING: Words underlined are additions; words in 
stnieJt thre1:t!Jh type are deletion• f rom existing law. 
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ATTACHMENT A 

(b) Schedule B. A schedule showing capital structure 

adjustments including the unadjusted capital structure, reconciling 

adjustments and adjusted capital structure that are the basis for 

the AFUDC rate in subsection (2) .. 

<cl Schedule C. A schedule showing the calculation of the 

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

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

prior Ccmmissioo approval . The new AFUDC rate shall be effective 

the month following the 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 Corrmisaion. 

( 6 } Bach utility charging AFUDC shall include in its Jttne and 

December Earnings Rate et RettH!'ft S,eurveillance B.reporte to the 

Conunission Schedules A and B identified in subsection (4) of this 

Rule, as well as disclosu re of the APUDC rate it is currently 

charging. 

( 7} The Corrmission may, on its own motion, initiate a 

proceeding to revise a utility's AFUDC rate. 

lfil Each utility shall include in its Porecasted Surveillance 

Reoort a schedule of indiyidual projects that conmence during that 

forecaeted period, and that are estimated to Jqyal or exceed a gross 

coat of Sl0 .000 . 000 . The schedule shall include the following 

minimwn i nformation; 

J.al Qeecription of the pro ject. 

CODING: Words underlined are additions; words in 
etruek threttgh type are deletions from existing law. 
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.ib.l Estimated total cost of the project. 

ls;,l Estimated construction corrcnencement date. 

J.dl Estimated in-service d,ate. 

ATTACHMENT A 

Tbe proVisions of this rule are effective Ja.auary l. 

1996 and shall be imglemented by all electric utilities no later 

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

whichever occurs first. Para,raphe (al alMI (8) ef s\tBaeet:iea (ll 

eAall Het ee effeetive fer aBY ~tility ~til it implemeata fiftal 

rates iH a !efteral rate eaee iaieiated after the effeeti~e date ef 

tAia R~le. 'Pfte fere9eiag ftetwith1taftdift!1 these pr~isiena will 

beceme effeetive fer all ~tilitiea ne later then 3an~ar)' 11 1989. 

Specific Authority: 350.127(2), 366.05(1),P .S. 

Law Implemented: 350.115, 366.04(2 ) (a), 366.06(1), P .S. 

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

CODING: Words underlined are additions; words in 
&t:fttelt t Arets9h typE> are deletions from existing law. 
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ALTERNATIVE 

A'ITACHMBNT B 

25-6.0141 Allowmice Por ru.nd9 U•ed During Con•truction. 

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

process (NFIP) not under a leaae agreement that is not included in 

rate base may accrue allowance tor funds used during construction 

(AFUDC) , under the following conditions: 

(a) Eligible projects. The following projects may be 

included in CWIP or NFIP and accrue AP'UDC : 

l. Projects that involve gross additions to plant in 

excess of s1s.ooo.ooo as,eee and 

a . are expected to be completed in excess ot one year 

after conmencement of construction, or 

b. were originally expected to be completed in one 

year or less and are suspended for six months or 

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

(b l Ineligible projects . The following projects may be 

included in CWIP or NPIP, but may not accrue AFUDC: 

' 1 . Projects, or portions thereof, that do not exceed 

the level of CWIP or NFIP ~ ncluded in rate base in 

the utility's e~ny'e last rate case. 

CODING: Words underlined are additions; words in 
etf'l:telt thrett!h type are deletions from existing law . 
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DOCKET NO. 951535·8' 
DATE: April 18, 1996 

ATl'ACHMBNT B 

2. Pro jects where gross additions to plant are 

$15.000.000 ~5,999 or less. 

3. Projects expected to be completed in less than one 

year after ccmmencement of construction. 

4. Property that has been classified as Property Held 

for Future Use. 

(c) unless otherwise authorized by the Corrmission, the 

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

AFUDC : 

1. Projects that are reimbursable by another party. 

2 . Projects that have been cancelled. 

3. Purchases of assets which are ready for service 

when acquired . 

4. Portions o f projects providing servi ce during the 

construction period. 

(d ) Other condit i ons . Accrual of AFUDC is subject to the 

f ol l owi ng conditions: 

1. Ac crual o f AFUDC i s not to be reversed whe n a 

proj e ct o riginally expected to be compl e ted i n 

ex cess of one year is c~leted in one year or 

lees; 

2 . AFUDC may not be accrued retroact i vely if a project 

expec t ed to be c ompleted i n one year or less i s 

CODING: Words underlined are addi t i ons; wo rds in 
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DOCKET NO. 951535-B. 
DATE: April 18, 1996 

ATI'ACHMBNT B 

subsequently suspended for six months, or is not 

ready for service after one year; 

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

it shall be illlnediately transferred to the 

appropriate plant account(&) or Account 106 , 

Comple ted Construction Not Classified, and may no 

longer accrue AFUDC; 

4. Where a work order covers the c onstruction of more 

than one property un.it, the AFUDC accrual shall 

cease on the costs related to each unit when that 

unit reaches an in-service status; 

5. When the construction activitieg for an ongoing 

project are expected to be suspended for a period 

e.xceeding six (6) months, the uti l ity shall notify 

the Commission of the suspension and the r eason(s ) 

for t he suspension, and shall submit a proposed 

a ccounting treatment for the suspended project; and 

6. When the construction act i vities for a suspended 

project are resumed, the previously accumulated 

costs of the project may no · accrue AFUDC if suc h 

costs have been included in rate base for 

ratemaking purposes. However, the accrual of AFUDC 

may be r esumed whe n the previously a ccumulated 

CODING: Words unde rlined are additions; words i n 
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DOCKET NO. 951535-" 
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ATTACHMENT B 

costs are no longer included in rate base for 

ratemaking purposes. 

(el Subaccounts. Account 107, Construction Work in Progress, 

and Account 120.1, Nuclear Fuel in Process of Refinement, 

Conversion, Bnrichment and Fabrication, shall be subdivided so as 

to segregate the cost of construction projects that are eligible 

for AFUDC tran the cost of construction projects that are 

ineligible tor AFUDC. 

J.!l Prior to the cognencement of construction on a project. 

a utility may file a petition to 1eek approyal to include an 

individual project in rate base that would otherwise quality for 

AFUPC treatment per Section (1) Cal. 

Jg..}_ Prior to the cogmencement ot construction on a project. 

a utility with less than Sl00.000.000 grosa plant in service Cthe 

~ of the tota.l balance in Account 101 • Blectric rlant in 

Seryice. and Account 106 - Completed Construction Not Classified) 

may file a petition to seek approyal to accxue AFUPC on an 

i ndividual proiect that exceeds a 9roaa cost of 9250.000 tha,t would 

not otherwise w.ialify tor AFUPC treatment per Section Cll Cal . 

..lb.1. On a prospective basis, the CoU1Dission. upon its own 

motion . may determine that it is in the best interests of the 

ratepayers to exclude an amount of CWIP from a utility's rate base 

that does not w.ialify for AFUPC treatment per Section {l) Cal and to 

allow the utility to accrue APlJDC on that excluded amount. 

CODING: Words underlined are additions; words in 
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DATB: April 18, 1996 

A'ITACHMBNT B 

(2) The applicable AFUDC rate shall be determined as follows: 

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

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

of capital and adjusted using adju•tment• consistent with those 

used by the Coamission in the utility's Oelllp&fty'a last rate case. 

(b l The cost rates for the component• in the capital 

structure shall be the midpoint of the last allowed return on 

common equity, the moat recent 13-month average cost of •hort term 

debt and customer deposits and a zero co•t rate for deterred taxes 

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

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

percentage rate shall be calculated to two decimal places. 

{ e) 'i'fte trea~at 1'y the Eleawlieeien ef all inveat!tllent ta. 

ereeits at a mere eeat ftlte shell ee eeetift!eet 1::1pen a !\!lift! freM 

t fie Iaterftal Reventte SePl>·iee that etteh treatmeftt will net 1 fer 

e~anies eleeted te ee treated ttncter •• t6(f) (ii) ef the Iaterael 

Reveette Ceee, res1::1lt: ift the ferfeit:ttre ef the t&Jt ere~U.ta • Pefttting 

r e ce i pt of stteh a Pt:tl ing 1 eaeh tttili t y shall eentin1::1e te ttee the 

weight ed &..-erall eost ef eapital ealettlated in a 111anner eenaiatent 

with t he f iea:l IRB Regttlat ieft Seetien ls •6 6 pts:Blishect Hay iii 1 

1906 1 ae the eeat ef the tttiH:ty'e •• and 10• iaveettaeftl': t&::K 

credits. 

Ce ) Afty e1::1eh rttling r equ:est IMIBt ee a~itted te the 

Cofl'll'\i es i ee ey Deeeft'IBel' 15 , 1987, !f'fte AF'JDC eeet t"ate fer the 
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ia·,eet:meet ta:K eretU.t fer any eeepefty whieh fai:le te et11'eftit ite ewn 

letter rttlin9 refl'te•t te 'he IRB •hall ate !9'J'el!'fte4 ~y the first 

letteP NH:ft! ieet1e4 ey the IR£ i:a Peepeftee te a retl'ieet ettl!wftitt:ea 

p~re~ant te eti:eeeetien ~(e) ef thie Nle. 

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

AFUDC rate, calculated to •ix decimal places, shall be employed to 

insure that the annual A.FUDC charged does not exceed authorized 

levels. 

(a) The formula used to discount the annual AFUDC rate to 

reflect monthly compounding is as follows : 

M• ((l +..A...) 1112 • l] xlOO 

100 

Where : 

M - discounted monthly APUDC rate 

A • Annual AFUDC rate 

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

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

CWI P a nd NFIP t hat i s not included in rate base . 

( 4 ) The following s chedules shall be fil ed with each petition 

f or a change in AFUDC rate: 
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ATI'ACHMBNT B 

(a ) Schedule A. A s chedule showing the capital structure , 

cost rates and weighted average cost of capital that are the basis 

for t he AFUDC rate in subsection (2). 

( b ) Schedule B. A schedule showing capital structure 

ad j us t ments including the unadjusted capital s t ruc t ure, reconc iling 

adj ustments and adjus ted capital structure that are the basie tor 

the AFUDC rate in subsection (2) . 

( c) Schedule C. A schedule showing the calculation of t-.he 

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

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

prior Comnission approval. Th.e new AFUDC r a te shal l be effective 

the month f ollowi ng the end of the 12 -month peri od used to 

establis h t ha t rate and may not be retr oacti vely applied to a 

previous f i s ca l year unless authorized by the Comnieaion . 

( 6) Each u t ili t y charging AFUDC ehall include i n i t s Jttee tut~ 

December Earni ngs Rate ef Retttrft seurveillance Rt.0epOrtft to t he 

Commis sion Schedules A and B ident i fied in subsection (4) of this 

Rule, as well as disclos ure of t he AFUDC rate it is currently 

charging. 

(7) The Commission may, on its own motion , init iate a 

proceeding to revi se a ut ility 's AFUDC r a te. 

(8) Tbe proyis ions of t his rule are effec t ive Janua ry l. 1996 

and shall bo imi;>lemonted by al l electric utilities no later t han 

January l. 1999 . or the utility 's next r ate proceeding. whicheve r 
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occurs first. P&ragrepns (a) aftd (8) et stlltaeetieft (1) ahall Bet ee 

effeeti...,.e fer &ft)' 'tttiH:ty 'ttfttil it i:lnpl•1ftt8 fiBal rates il'l a 

!Jeaeral rate ease iftitiated after the effeetiwe tlal!e ef this Rttle. 

effeeti...,.e fer all 'tttilitiea ee later tfta.ft Jaft'ttary 11 1989: 

Specific Authority: 350.127(2), 366.05(1) ,F.S. 

Law Implemented: 350.115, 366.04 (2) (a), 366.06(1), P.S. 

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

FROM: 

SUBJECT: 

II I II Q 8 6 I ll ll II 
March 21, HH 

DIVISION Of APPEALS (IELLM) 

DIVISION OF RESEARCH., 1£MATOIY REVIEV (Hann>C'6t.f f ~ PW 
REVISED ECCIOllC l .. ACT STATDmfT; NOPOSED IEVISIONS TO RULE 25-
6.0141, FAC, ALLOWANCE F• Nl>S USED DURIM CONSTRUCTION (AFUOC) 

$dl1ABY OF DIE RULE 
Currently Rule 25-6.0141, FAC, Allowance for Funds Und Durtng Construction 

(AFUOC), describes the criterta for dtte,.tntng •thtr a project could be 

included tn construction ..ork tn prog"ss (CVIP) or nuclear fuel tn process 
(NFIP) and qualtfted for accrual of AFUOC. Thtse crtterta tnclude a •tni11U111 
project cost ($25,000) and a construction pertod tn excess of one year. 

The proposed .. nc111ents would change tht ·cost crtt1ri• fro11 a •int­
dollar UIOUnt of $25,000 to projects which tXCttd 0.5S (Priury Rtcomendation) 
of the sum in Account 101--Electric Plant in Strvtc1, and Account 106--Compltted 
Construction not Classified; or, projects which exceed a gross additt~~ to plant 
of SlS,000,000 (Alternative Racomendatton). Also, projects under a lease 
agreement would be excluded fro11 accruing AfUOC. 

The purpose of the 181ndlltnts ts to inc"ase tht cost threshold of a 
project which w111 qualify for accrual of AFUOC so that projects wtll only 
qualify if there will be a s1gn1f1cant financial il!pact on the COllP&ny. The rvle 
also clartftes that a utility •IY seek approval to include a project in rate base 
that would otherwise qualify for AfUOC accrual. 

Under current Rule 25-6.0141(2)(c) and (d), FAC, the Comtss1on's treatllent 
of tnvestment tax credits (ITC) at a zero cost rate ts contingent upon an IRS 
ruling under Section 46(f)(2) of the Internal Revenue Code. All ITC ruling 
requests were to have been sent to the Colmtssion by Declllber 15, 1987 . Since 
that deadline for sublltssion has passed, the proposed ... nc111ent would delete the 
outdated inforwation fro11 the rule, and thus comply with tffor!s to tl1•inate 
unnecessary or obsolete rules . 

Also, prior to the c0111111nc ... nt of construction on 1 project, a utility 
would be able ftle a peti t ion to seek approval to include the project 1n rate 
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bast that would otherwise qu1lif1 for AFUDC trtat81nt under Section (l)(a). 

In the Alternative RtcC111111nd1tfon a utiltty with less than 1100.000.000 
gross plant in service would be able ftle a pet1tton to sHk approval to tncludt 
the project in rate base that would Mt otherwtse qualify for AFUOC trtat..nt 
under Section (l)(a). The petition would have to be ftled prtor to th• 
comenc .. nt of constructton on a project that ucHds a gross cost of $250,000. 

Th• Priury Rec~ndatton propoMs that each uttltty shall tnclud• in tts 
Forecuted SUrvetllance Report a schedule of projects that ca•1nce cklrfftl that 

forecut.ed period ..tttch wuld equal or excllcl a "°" cost of 110,000,000. Also 
required would be s .. •tni- tnforutton about the project. 

Finally, the proposed -ndlllnt states that thl provUions of the rult art 

effective January 1, ltH, and allows a gract period for tmpl .. nt1ng the 
provisions by January 1, 1999, or the Ca11pany'1 next rate procttding, whichever 
occurs first. 

. 
DIRECT COSTS JO JlfE AGENCY AND OTHER STAJE QB LOCAL CQV£1111£NT EKTIIIES 

Tht proposed aMndlllnt allows a uttltty to ftlt a petttton to sHk approval 
to include a project tn rate bast that would otherwtst qualify for AfUOC 
treatllent . Com1isston staff would evaluate those petitions on a case-by-case 
basis . The proposed ... ndlllnt h not expected to stgntfiantly tncrtast work.load 
for Coaaisston staff since such petttions art expected to be rar~. There should 
be no additional direct costs to other state or local govtrMental tntttits since 
the changes apply only to Investor-Owned Ut111tt1s. 

COSTS AHO BENEFITS TO THOSE PARTIES DIRECTLY AFFECTED BY THE BllLE 
The proposed aMndlllnts would result tn •r• stringent 11fgibtlity 

requireMnts, allowing fw1r construction projects to be 11f9ibl1 to accrue 
AFUDC . This should reduct adla1n1strattve costs associated wtth the d1ttratn1tton 
and calculation of 1l19ibl1 AFUDC 1xp1nsts. There would be SOM sltght 
additional costs associated wtth providing tnforaAtton on tht Forecasted 
Surv1111anc1 Report about planned projects that 1xcetd Sl0,000,000. 

The increased threshold for AfUDC would tmpact rate base by not allowing 
the inclusion of constructton interest in rate bast 11 frequently . Rate base 
would not be as large wtth the proposed ... ndlllnt, because less accrued int1r1st 
will u1ttaate1y be tncludtd . ltss accrued AfUOC interest in rate but wtll 
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result in less depreciation for those projects whtch will i11pact net incOlll. 
less AFUDC interest in rate bast will also rtsult tn 1111 AfUDC 1arntng1. Vtth 
the higher threshold, projects that are not 1ltgtbl1 to ICCrut AfUDC wtll bt 

included in CVIP; and, for aurvttllanc• purposes, tncludtd tn rate base during 
the construction pertod. AFUDC projects art not tncludtd tn rate base untn the 
construction project 1s COllpltttd. 

Projects not eligible to accrue AFUDC durtng construction can bt included 
in rate bast for surv1tllanc1 purposes, rtaulttng tn a ~~r achieved rate of 
return during the construction period than tf tht project were excluded froe rate 
base. For those projects whtch are 1ltgibl1 to accrue AFUOC, tht project costs 
plus the accrued tnttrest are tncludtd tn rate bast onct tht construction period 
1s over . In thts instance, tht achttvtd rate of return ts also low.red, but only 
after construction is completed. 

A c011pany's future earnings on rate bast will i>t i11pacted by the t1•ing of 
a project's inclusion tn rate base and ""•thtr tbt project cost includes accrued 
AFUOC . Gulf Power C011Pany (Gulf) tndicattd that the ca11pany wil 1 have to •absorb 
the carrying costs of these projects prior to th1tr in·servtce dates, and could 
result in significant harm.• T111pa £11ctrtc Company (TECO) expressed concern 
that even if a project ts included in rate base, the company will not recover the 
associated revenue require111nt until tt has another rate change . However, in 
order to prepare for COllplt1t1on, the electrtc companies are not currently 
requesting rate increases. Data requests were sent to the affected tnvestor­
owned electric utilities (IOUs) with both the Prt•ary Rule and Alternative Rule 
proposals . The Pri•ary Rule contains• 0.51 threshold level of the SUll total 1n 
the Electric Plant in Serv1ce··Account 101 and C011Pleted Construction not 
Class1f1td --Account 106, above which projects would bt allowed to accrue AFUOC . 
The Alternative Rule proposal contains a fixed uiount of $15,000,000 for the 
threshold level before a project would bt allowed to accrue AFUOC. 

Florida Power and light (FPL) favors reducing tht aount of AFUOC 
cap1ta11ztd and states that the propos.ed prt .. ry rule changes •are appropriate 
and w111 str1ul1n1 the accounting and budgeting process and reduct costs to 
FPL' s custOtHrs . • But, FPL thinks that the previously proposed percentage 
threshol d of 1i would be better. The 110st stgn1f1cant cost to FPL would be th• 
impact on shareholders that would result froe the proposed rule chanr..•' because 
reducing the uount of AFUOC cap1taltztd would reduce FPL's earnings (net 
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inc0111e) . Under the current AFUDC rule and 1115 construction projects. FPL his 
$14,825,000 capttaltzed, wtth $12,319,000 1arntngs. Vtth a SlS,000,000 
threshold, AFUDC capitalized would be St,141,000 and $7,646,000 earnings. Vtth 
a 0.51 threshold, AFOUC cap1taltzed would be Sl,I06,000 and $7,359,000 earnings. 

Reducing th• 1110unt of AFUOC capttaltztd .ould reduce both th• potential 
for stranded invest:Mftt fro11 future constructton and tM upward pressure on 
future revenue requi..-nts. That ts, htgher capttaltzatton of AFUDC tncreases 
potential earntngs but tncreaaes the rtak of not bttng able to compete tn th• 
future . FPL does not expect any tncrtaMs t1 •tnhtrattve cost: fro11 the 
proposed changes. Hawver, tf the alternative rule ts adopted, FPL'• potential 
cost to petition the Caimisston to tnclud• a project in rate base would increase 
because more projects would qualify for AFUOC. 

Florida Public Ut111ttes Collpany and TECO do not expect an increase tn 
adllltnhtrattve costs fro11 the proposed rule wndlltnta. TECO tndtcated that a 
S15,000,000 threshold would be a 90rt reasonable COllPromiH. &ulf does not 
expect additional operating and Mnae-nt costs. Howver, Gulf tndtcated that 
1t would have a reduction tn AFUOC earnings wtth the tncreast tn threshold fn>11 

$25,000 to 0.51 of the relevant accounts. It stated that tht 0.51 threshold 
would be inappropriate and if the rule has to be changed, tt should be a uniform 
fixed dollar 1110unt ($10,000,000) . Ont $10,000,000 project tn CVJP for one year 
would result tn $727,000 of AFUOC for Gulf and would affect tts return on average 
connon equity (based on tht current approved rate) by approxtaately 15 basts 
points . Gulf tndtcated, however, that tt 11 not sure any change ts rtqutrtd at 
th ts time . 

Florida Power Corporation (FPC) dots not expect any signtftcant change in 
costs to result frOll the adoption of the proposed rule rtvtston, unless tt ts 
determined that separate books .,st be .. tntatntd for Florida Publtc Service 
Comtsston (retail) and the Federal Reiulatory Co..hston (wholesale) 
Jur1sdtct1ons. However, FPC esti .. ted that ti tht proposed rule rev1stons of 
0.51 or SlS,000,000 thresholds were t111pltMnted, the Ca11pany would have recorded 
1 S2.8 •11lton reduction of AFUOC (based on 1995 activity). 

The proposed ... nct.ents to the language regarding tnv1st.tnt tax credits 
do not benefit or cost tht utilities stnct the COllpantes have not been required 
t o request an IRS ruling since 1987. 
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REASONABLE 6LTE8MIIVE IJDQ>S 

Reasonable alt1rnattv1 .. thods art propostd wtth the pr1aary and 
alternative rult ...ca111nd1t1ons. 

Gulf expressed concern over tht adlltnhtratt•1 costs of havtng to 
calculate tht balance of •[lectr1c Plant ta Servtce/Collplettd Construction not 
Classifi.O• each llOftth. TM COlllPlft1 sU191sts that. stnce an eltgtble project's 
cr1ttrh wuld ,....trt a cala.latton of tht £1tctrtc Plant balance. the crtterta 
should bt bastd on prtor ,ear·tftd balucts. Thh would save tht ldm1ntstrattvt 
costs of aaktng tht calculatton on a ... thly basts. 

TECO aakts a sU191stton regardtng tht concem that an tncn111 tn ratt bast 
wtll not bt recovered wtth an appropriate retum. Tilt COllPlft1 suggests that tht: 

. .• t11Pl-ntatton of tht new calculatton .. thod should bt rf«!Utred 
at the ti• of each cOl!pany's next prtct ct.ange. This wuld tnsurt 
that each uttltty wtll bt ablt to adequately recover tht 
expenditures ,....1rtd to utntatn and expand tht s1st• that 
prov1dts reliable electrtc strvtct to all ratepayers. 

FPC proposes that Nuclear Fuel elt91blt for AFUOC should bt qualifttd 1n 
1 separate 111nntr than the proposed -ndlltnt. FPC asserts that tf tht cost of 
1 batch of Nuclear Fuel equals or 1xc1tds tht percent threshold of tht balance 
in Account 120.3--Nucltar Fuel Aultlb11es tn Rtactor. at tht tt• the batch 
procurement comences, 1t should bt el1gtblt to accrue AFUDC. FPL believes that 
1f Construction Work In Pf'09ress (CVIP) and luclear Futl tn Process (NFIP) will 
not accrue AFUOC, then their balances should be tncludtd tn tht ratt bast . 

FPC proposes that two accounts be txc 1 udtd fro11 tht calculation of 
eHg1b111ty r1qu1rt11tnts threshold: Electrtc Plant tn Strvtce and Ca11pl1ttd 
Constructton not Classtfttd . Tht tOllPany asserts that thtst tw accounts be 

excluded since the functtons representtd by tht accounts noraally do not accrue 
AFUOC . FurthenlOrt, FPC proposed : 

. .. that tht capttaltzatton structure cost rate calculations for 
short ttr11 dtbt and custoetr dtpos1ts be conshttnt wtth tht 
Mthodology utilt1td for Surveillance reporting, wtth tht exception 
that 1nvtstetnt tax crtd1ts (ITC's) be tlt•tnattd . ITC's are not a 
source of ftnanctng new construction. Also. tht reporttng of the 
AFUOC ratt should bt tncludtd once a ytar (Dtclllbtr) tn Survttllanct 
reporting . 

However , staff m11nt1tns that ITCs should not bt tl1•1nattd. A utiltty w111 have 
other pre-ex1st1ng sources of capitol such as debt or stock tssutd y11rs ago . 
Pre-ex1st1ng sources of capitol art not ustd to finance current construction; and 
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ITC 1s no di fftrtnt fro11 other pre-ex1stt1t9 sources of capttol that are not bttft9 
used to finance current construction. Therefore, ITC should neither be treated 
differently nor elt•tnattd. FPC also objects to the retnatlt-nt of the 
provhton requtrtng a construct ton period tn exc1n of one 11ar for a project to 

be eligible to accrue AFUDC. 
Finally, FPL propos11 that projects currently under constructton sh04lld be 

grandf 1th1rld and continue to accrue AFUDC even though they would not othtrwtst 

be 1l1gtbl1 under the proposed rule. FPL ldded, howver, that tf the C-tuton 
det1n1in1s to grandfather projects currently under construction, tt should not 
111k1 the grandfathertng lalndatory. 

IMPACT ON $MALL IUSINESSES 
No direct 111Pact on ..all bustnessts ts foresHn IS &ulf, fPUC, TECO, FPC, 

and FPL art not sMll business IS dtftned tn Section 218.701(1), flortda Statutes 

(1991) . 

IMPACT ON CQMPEJITIQN 
FPL belttvts the proposed ... ndlltnt would generate a c011P9ttttv1 btntftt 

for the cot1pany. If the proposed ... ndllent 1 s adopted, th• uount of AFUOC 
cap1tal ized by FPL would be reduced . This reduction in tht uiount of AFUOC 
capitalized, plus the c011poundtng thtrtof, could 111Prov1 FPL'• ability to compete 
1n the future and reduct tht potential for stranded tnvestMnt fro11 future 
construction . But, tht ce>11pany stated that CWIP and NFIP no 10ft9tr tltgiblt for 
AFUOC aust be included in rate bast for all regulatory purposes so that adequate 

provision 1s 111d1 to recover tht carryift9 costs of thtst tnvesteents. 
TICO has d1ten1in1d that tht proposed rult changes could affect the 

company ' s ability to compete tn the tntrgy lllrket. If tnt1rchan91 salts are 
impacted by transatssion tariffs and those tariffs are cost based, then 
d1fferencts tn th• vay costs art capttaltzed could ltad to pricing differences 
which could affect co.pttttion . T£CO btlttves t~,t tf a percentage threshold 
rather than a spectftc dollar threshold ts uHd to accrue AFUOC, thtf'I larger 
ut n 1t1es would have to accrue less capital costs to butld transatssion 
fac111tits . Thus, tt vould create an uneven 111rketpl1c1 for transatsston . 

FPC believes strongly that a spectftc dollar lt•tt for AFUOC eligibility 
does not have an equal impact on all the flortda electric uttlttits and favors 
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the perc1ntag1 .. thod as tt 1s 110r1 equttabl• and has no s1gntftcant effect on 
the company's ability to ca11pet1. lut, a spectftc dollar threshold aount would 
put the l&f"9tr utt11t1ts at a C011Ptttttv1 dt1advantag1. 

Gulf btlttvts that the alt1rn1ttv1 threshold of Sl0,000,000 ts far superior 
to the prt .. ry proposal for COt1Ptttttv1 reasons. Florida Publtc Uttltttts dots 
not expect the proposed rule ... ndlltnts to t111>act tts ability to COllPftt. 

IMPACT ON Q!PLOntEffJ 
Gulf, FPUC, TECO, FPC, and FPL tnd1cattd they do not expect the proposed 

rule aMendllent to affect the 11v1l of fllPloy!llnt tn their ca.pantts. 

M[IHQOOLQGY 
Data requests wtrt 11nt to th• lnvtstor·o.ntd Eltctrtc Uttltttts to collect 

additional 1con011tc tnforutton. Otscuntons Wirt held wtth technical and legal 
staff . Related rules and statutes were tXU1f'!td and nf1r1nctd. Standard 
m1croeconom1c analysts was used to dete,..tne the 1stt .. ted 1111>act . 

CBH :tf/ e-afud2e .tnf 
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