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FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 951535 - EI 

RULE TITLE: RULE NO.: 

Allowance f or Funds Used During Construction 25-6.014 1 

PURPOSE AND EFFECT : The purpose of t he a mendments is to increase 

the cost threshold o f a proj ect which wi ll qualify f or accrual o f 

AFUDC so that projects will only qual ify if there will ne a 

significant financial impac t on the company . .~ 

SUMMARY : Projects can accrue AFUDC whic h exceed 0.5\ of t'he s~ i n 
t,,) \ 

Account 101 - Electric Plant i n Service and Account 106-C9fqple~ed ~ . . : 
\ . ~ Construction not classified. Projects under a lease agreement a t:.e ~1 

- ~ 
excluded. Prior to commenc e ment of a pro j ect , a utility ca~,~e~ 

(-- • I 

permission to include a project in rate base which would othe?\.1 1se 

accrue AFUDC . The rule requires a s chedule of projects which wou ld 

equal or exceed a g r oss cost of $10, 000,000 to be included in t he 

utility's Forecasted Surveillance Report . The rul1t t akes ef f eet 

January l, 1996, but allows an implementat ion g r ace period unti l 

January l, 1999 o r the company's next rate proceeding, wh i c heve r 

occur s first. 

ACK - -RtfbEMAKING AUTHORITY: 350.127( 2), 366 .05( 1 ) I FS. 

... 
(J 11 t 

LAW IMPLEMENTED : 350.115 , 366 .04 (2) (a), 366 .06(1), FS. 

WRITTEN COMMENTS OR SUGGESTIONS ON THE PROPOSED RULE MAi BE 

SUBMITTED TO THE FPSC, DIVI SION OF RECORDS AND REPORTING, WITHIN 21 

DAYS OF THE DATE OF TH I S NOT ICE FOR INCLUSI ON IN THE RECORD OF THE 

PROCEEDING . 

HEAR I NG: IF PEQUESTED WITHIN 21 DAYS OF THE DATE OF THIS NOTICE, A 

HEARING WI LL BE HELD AT THE DATE AND PLACE SHOWN BELOW: 

OOCUHEN l Nll~firR - OAT£ 

0 8 0 I I JUL 31 lit 
FP SC-klCO~OS/Q(PORTING 



TIME AND DATE : 9:30 A. M. , September 4 , 1996. 

PLACE: Room 152, Betty Easley Conference Center, 4075 Esplanade 

Way, Tallahassee, Florida . 

THE PERSON TO BE CONTACTED REGARDING THIS RULE AND THE ECONOMIC 

IMPACT STATEMENT I S: Director of Appeals, Florida Public Serv ice 

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 in 

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

rate base may accrue allowance for funds used during construction 

(AFUDC l , under the following condicions : 

(a ) Eligible projects. The following projects may be included 

in CWIP or NFIP and accrue AFUDC : 

1. Projects that involve gross addit ions to plant in excess of 

o. 5 oercent of the sum of the total balance in Account 101 -

Electric Plant i n Service. and Account 106. Completed Construction 

not Classified. at the time the proiect commences ~~S,999 and 

a. are expected t o be completed i n excess of one year after 

commencement of cons truction, or 

b. were original ly expected to be completed i n one year or 

less and are suspended for six months o r mc.e , or are not ready for 

service after one year. 

(b) Ineligible projects. The following projects may be 

included in CWIP o r NFIP, but may not accrue AFUDC: 

1. Project s, o r portions thereof, t hat do not exceed the level 

o f CWIP or NFIP i ncluded in rate base in the ytility 's ee"'pel'\y'e 



l ast r a te c ase. 

2. Pro jects whe re gro oe addi t i o ns to p lant are less than 0 . 5 

pe r c ent o f the sum of the total balance in Account 101 - Elec tric 

Plant i n Seryice . and Accoynt 106 - Completed Construction no t 

Classi f ied . at the time the project commences S•S ,999 e~ lees . 

3. Projects expected to be c ompleted in less t han one year 

after commencement of c onstruction. 

4 . Property that has been classified as Property He l d f o r 

Future Use. 

(c) Unless otherwise autho rized by the Commission, the 

fol l owing proj ects may no t be included in CWIP o r NFIP, nor accrue 

AFUDC: 

1. Proj ec ts that are reimbursable by another party. 

2. Proj e c ts that have been cancelled . 

3. Purc hases o f assets which are ready for service when 

acquired . 

4 . Po rtio ns o f pro j e ct s providing service dur i ng t he 

cons truction period. 

1d) Other condit ions . Accrual o f AFUDC is subj ect t c the 

f ollowing cond i t ion s : 

1. Accrual o f APUDC i s not t o be reversed when a proj e c t 

o riginall y e xpec ted to be completed i n exc ess o f one year is 

c ompleted i n one year o r les s; 

2. AFUDC may no t be accrued retroac t i vely if a proj ec t 

e xpected t o be completed i n one year o r l ess is subseque ntly 

suspended fo r six mon t h s , o r i s no t ready fo r service afte r one 

year; 



3 . When a project is completed and ready f or s ervice, it shall 

be i mmediately transferred to the appropriate p lant account(s) or 

Account 10 6, Comp leted Construction Not Classified , and may no 

longer accrue AFUDC ; 

4. Where a work o rder covers the construct ion o f more than o ne 

property unit, the AFUDC accrual shall cease o n the costs related 

to e a ch unit when that uni t reaches an in-service status ; 

5. When the construction activ ities for an ongoing proj e c t are 

e xpec ted to be suspended f o r a period e xceeding six (6) months, the 

ut ility s hall notify the Commission of the suspension a nd the 

reason (s ) for the suspension, and shall submit a proposed 

a ccounting treatment f o r the suspended project ; and 

6. When t he construction a ctivities for a suspended project 

are resumed , the previously a ccumulate d costs o f the project may 

not accrue AFUDC if suc h costs have been included in rate base for 

ratemaking purposes. However, the accrua l o f APUDC may be resumed 

when the previously a ccumulated costs are no longer included i n 

rate base f or ratemaking purposes . 

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

a nd Accoun t 1 20 . 1 , Nuclear Fuel in Pr ocess o f Refinement , 

Convers ion, Enrichment and Fabrication, shdll be subdivided so as 

to segr egate the c~st o f construct ion p r o j ects t hat are eligible 

for AFUDC from the cost o f construction proj e c ts that are 

ineligible for AFUDC . 

! fl Prior to the commencement o f c onst ruction on a pro jec t . a 

utili ty may fil e a pet i t ion t o seek a pproval to i n> : ude an 

individual project in rate base that would o therwise gualify f o r 



AfUDC treatment per Section (l l t a } . 

(g ) On a prospect i ve basis. the Commission. upon its own 

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

ratepayers t o exclude an amount of cwIP from a utility's rate base 

that does not qualify f or AfUDC treatment per Section (1) !a l and to 

allow t he utility to accrue AFUPC on that excluded amount . 

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

(a ) The most recent 13 -month ave r age embedded cost o f capita l , 

except as noted below, shall be derived using all sources o f 

capital and adj usted using adjustments consistent with those used 

by the Commission in the utility 's GeMpaAy ' e last rate c ase . 

(b l The cost rates for the components in t he capital struc t ure 

sha ll be the midpo int 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 c redits . The cost of ~ong term debt and preferred 

stock shall be based on end o f period cost . The annua l percentage 

rate shall be calculated to two decimal places . 

(el The treatMeAt ey the Ce"'"'ieeieft ef all i rweet"'eAt taM 

e reaite at a 8ere eeet rate shal l ee eefteift!eftt 1::.tpeft a r1::.tliftg f reM 

tke ! AterAel Re·t'eft1::.te Serviee t ket e1::.teh treat"'eftt will Aet, fer 

ee"'~aAiee eleetee te ee t r eatee 1::.tAeer e . 46 (f) (ii!) ef the IAterAal 

Re v e n1::.te ceee, ree1::.tlt ift tke ferfeit1::.tre ef the taM ereeite . PeneiA! 

Feee i~t ef 01::.teh a r1::.t liAg1 eaeh 1::.ttility shal l eentift1::.te ee 1::.tee t h e 

\teightee everall eeet et capital ealet:tlotee i A a "'aMter eeneieteAt 

\Hth t he final IRS Re g1::.tla tien Seetien 1 . 46 6 ~ueliehee May ilii! , 

19 86 1 ae tke e eet: ef t he utility's t\ ane lG• i Aveet:Ment: ta>< 



c redito. 

(a) 1\fty 01:1eh :n1liA! req1:1eet: lft1:1et ee e1:1elftit1:e8 te the 

G01ftFAioeieft ey Seeeeel!' 15 I 1987. !Ffte ·'·FUE>C eeet !!'ate fer the 

iAveotmeAt tat< ereait fer aAy eempafty w1'lieh fails te el:lelftit ite ewA 

letter r1:1li:A! Pef.!l:leet: t:e the IR& shall ee ge..,.erftetl ey the fi:ret 

letter r1:1liAg iee1:1ee ey the IRS iA !'eepeAee te a reqtteet Ol:!Blftitted 

p1:1ro1:1aAt te e~eeetieA 2(e) et this p1:1le. 

(3 ) Discounted monthly AFUDC rate. A discounted monthly AFUDC 

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

t hat the annual AFUDC charged does not exceed authorized levels. 

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

refl ect monthly compounding i s as follows: 

M • ((l + -~·_) 1112 
- 1) x 100 

100 

Where: 

M • discounted monthl y AFUDC rate 

A .. Annual AFUDC rate 

(b ) The monthl y AFUDC rate, c arried out to six decimal places, 

s ha ll be applied to t he a verage monthly balance of eligible CWIP 

and NF IP tha t is not included i n rate base 

( 4 ) The fol l o wing schedules shall be filed with each peti tion 

for a cha nge in AFUDC rate: 

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

rates and we ighted average cost o f capital that are the basis for 

the AFUDC rate i n subsection (2) . 

(b l Schedule B. A schedule showing c api ta l structure 

adjustments including the unadjusted capital structure, reconciling 



ad j u stments and ad j usted capital structure that are the bas is f o r 

t he AFUDC rate in subsection (2) . 

(c l Schedule C . A schedule showing the calculation o f the 

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

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

prior Commission 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 au thorized by the Commission. 

(6) Each utility charging AFUDC shall include in its J~fte aft~ 

December Earnings Rate ef Ret~rA Seurveillance &~porte to the 

Commission Schedules A and B ident ified in subsection (4 ) of this 

Rul e . as well as disclosure of t he AFUDC rate it is c urrent! y 

charging. 

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

proceeding to revise a utility's AFUDC rate. 

~ Each utility shall include i n its Forecasted Surveillance 

Report a schedule o f individual proiects that commence during that 

forecasted period and are estimated to equal or exceed a gross cos t 

o f Sl0.000 . 000. The schedule shall include the following minimum 

i nformation; 

(al Description o f ~he proiect . 

(bl Estimated total cost of the proiect. 

{cl Estimated construction commencement date . 

!dl Estimated in-service date . 

J..il +8+ The proyisions o f this rule are effective January l. 

1996 and shall be implemented by all electric utilities no later 



than January l. 199 9 . or the ut il ity ' s next rate proceeding. 

whichever occurs first. Paragraphe (a) aftd (e l ef etjeeeetieft H l 

shall fte t ee effeetive fer afty 1:atilh:y '*fltil i t iMplelfteft t e Hftal 

ratea ift a gefteral rate ease iftitiated after the effeetive eat~ 

this R1:a l e1 The feregeift! Aetwithet aftdiftg, theee previeiefte wil l 

eeeeMe e ffeeti..,e fer all tjeiliti:ee Ae later theft Jafttiary 1 1 1 989 . 

Specif ic Author ity 350. 127( 2 ), 366.05 (1 ) FS . 

Law Impleme nted 350.llS, 366 .04 (2 ) (a ), 366 . 06( 1 ) FS. 

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

NAME OF PERSON ORIGINATING PROPOSED RULE: Jay Revell . 

NAME OF SUPERVISOR OR PERSON (S) WHO APPROVED THE PROPOSED RULE : 

Flor ida Public Service Commission . 

DATE PROPOSED RULE APPROVED: April 30, 1996 . 

If any person decides to appeal any dec isio n o f t he Commission wi th 

respect to any matte r consider ed at the ru l emaking hea r ing, i f 

held, a record o f the hea r ing is necessary. The appellant must 

ensure that a ve r batim r e cord, i nc l uding test i mony and e v i de nce 

forming the ba sis of t he a ppeal i s made . The Commiss ion usually 

makes a verbatim record o f rulema king hear i ngs . 

Any person requiring some accommodation a . this hear i ng because of 

a physical impa irment should call t he Division o f Recor ds and 

Reporting at ( 90 4 ) 4 1 3 - 6770 at least five calendar days prior to 

the hearing. If you are hearing o r speech impaired, plea se contact 

the Flo rida Public Service Commission using t he Flor ida Relay 

Service, whic h can be reached at : 1 - 800-955 - 6771 (TDD). 


