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As a result of a process which included meeting with the 
companies and other parties on several occaaion•, Staff recoamended 
certain amendment• to Rule 25-6.0141, Allowance for Fu!\de Used 
During Construction (APUDC) . The purpose of the •-ndments ie to 
i ncrease the threshold of project qualification in order to limit 
AFUDC accrual treatment to projects with a aign.ificant financial 
impact on the company. 

The original proposed rule reviaion waa diacuaaed at the 
February 6, 1996 Agenda Conference. On the ba•i• of company 
conmente and questiona rai•ed by several Cocnmi•aioners, this matter 
was def erred to a later agenda in order that theae concerns and 
questions could be addressed. Staff made revieioll9 to the rule in 
t he form of a Primary and Alternate version of the rule. 

Thie matter was again diecusaed at the June 11 Agenda 
Conference. After di•cu•eiona with repreaentativea of Gulf Power 
Company , Tampa Blectric Company and Florida Power •Light Company, 
the Comnission propoaed the adoption of the Primary version of the 
rule. The companie• were given the opportunity to re•pond with 
written cOlllllenta. Florida Power " Light Company and Plorida Power 
Corporation again verbally supported the propo•ed rule revi•ion, 
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while Tampa. Blectric Company and Gulf Power Company filed written 
comments . Both Companie• continue to believe that a fixed dollar 
fl oor rather than a percentage of rate base method is the only 
appropriate method for the accrual of AFODC. 

No Company reque•ted a hearing, but Tampa Blectric Company and 
Gulf Power Coq>a.Dy requested to addre•• the Ccmi••ion at the 
Agenda Conference prior to formal adoption of the rule. Reither 
company re•ponded with any •ignif icantly different argument• 
against the adoption of the percentage Mthod tor calculating Art1DC 
t han were previou•ly presented . 
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PIICQllIQI or llllJll 

ISSUI 11 Should Gulf Power Company'• and Tampa Blectric Company's 
requests to speak on thia rule prior to adoption be granted? 

STAR ga12u111 Gulf Power Company and Tampa Blectric Company 
f i led written comnenta and have requeated to apeak at Agenda in 
lieu of a hearing. Staff believe• thia i• contrary to Coamiaaion 
procedures and Rule 25-22.017, P.A.C. However, the rule would 
allow COIJll\issionera to aak question• ot other persona a• part ot 
these deliberation•. 

ISStJI a1 Should the Coamission adopt the proposed amendments to 
Rule 25 -6. 0141,P.A.C. included in the attachment? 

B1C<Wfll'!'IPATIClf1 Yes. The Coamiaaion ahould adopt the amendments 
to Rule 25-6.0141 included in the attachment. At the suggeation ot 
t he Joint Adminiatrative Procedure• Coamittee, Staff is ~~oposing 
a minor modification to Section (1 ) (g). 

STAFP 1px,uxs1 Staff has reviewed the ccmnents received from 
Tampa Blectric Company and Gulf Power Company and both companies 
presented the same arguments in their written comnent• aa they did 
at the Age.nda Conference on June 11, 1996. 

Both companies urge the Coumission to reject the adoption of 
t h i s rule revision which uses a percenta~e ot rate base to 
ca lculate the amount ot CWIP eligible tor APUDC . The companies 
believe that the adoption of the method wi ll result in a diaparity 
in accounting treatment among the companies. 

Several points in Gulf Power'• response, dated July 25, 1996 
do need to be addreased however: 

(1 ) Gulf make• the atatement that •Gulf has not uncovered any 
evidence to support the notion that other public aervice 
coamissions are •waiting in the wi ng•• in preparation to act in a 
fashion similar to the proposed changea ... •. 
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Staff can find no suggestion in the recOlll!\endation dated April 
18 , 1996 and discu•sed at the June 11, 1996 Agenda Conference, or 
i n t he transcript of the conference, that it •tated that any other 
regulatory bodies were ready to propo•e similar changes to their 
AFUDC rules. Staff replied that when there was in fact full 
competition, and everyone is following generally accepted 
a ccounting principle•, it is unlikely that anyone will be using a 
flat amount upon which to accrue APtJDC. 

(2) In its response, Gulf states that Staff failed to take 
into account potential competitive diaparity between utilities or 
other generators ot electricity. Gulf'• statement aaid •staff's 
perception on thia iaaue is contusing •ince all four of the major 
investor owned electric utilitie• stated competitive concerrut as 
t he basis for their poaitiona•. Thia phrasing by Gulf Power needs 
clarifi cation . 

Company concerna about competition were considered in 
development of the rule changes . One of the questions in a survey 
s ent to all five IOU'a in September 1995, asked if the proposed 
rul e r evisions would impact the c~y'a ability to compete in the 
market . Florida Power & Light Company •tated that it would hel p 
them compete in the future . Florida Power Corporation •tated that 
t here wouldn't be any •ignificant effect on the Company by making 
these changes . In its second responae to our request for CODl'llenta, 
FPC stated that it might in fact be at a canpetitive disadvantage 
if a specific dollar thre shold was adopted. PPL and PPC support 
the a ttached rule . 

Gulf Power and Tampa Blectric maintain that there should be a 
dollar t hreshold, rather t han a percentage threshold. The dollar 
amounts preferred by Gulf and Tampa Blectric of $10,000,000 and 
$15,000,000, respectively, are approximately equal to 1/2 of l t of 
rate bas e for t hes e compani es, which i• the percentage Staff is 
recommending f or adopt i on for all companies. In addition, Tampa 
Electric 's first response i n coamenta dated October 20, 1995, on 
the abil ity to compete with other companies atated, •Tampa Blectric 
does not expect the propoaed rule revi• i ona to have any aignificant 
effect on the abil i ty of our company to compet e against other 
companies i n the marke~ .· Also on October 20, 199 5, Gulf Power 
a l so s tated that t he rule was not expec ted to have any significant 
impact on its abil i ty to compete. The rule revi s ion a t that time 
proposed a threshold of lt of rate b&ae, twice as high as the 
present propos a l . Si nce t hat time, both Tampa Blectric Company and 
Gulf Powe r Company have changed posi tions on t his point, but 
clearly it was not an ove rridi ng concern when this rule waa first 
propos ed by s taff over a year ago. 
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Staff believes that the canpetitive concems are alleviated by 
the waiver provision found in Section ( f) of the rule. In 
addition, a utility may unilaterally choose not to accrue AP'UDC and 
not include the CWIP in rate ba••· 

Thi• rule revision wae eent to the Joint Administrative 
Procedures Ccmnittee for review. The st.aft attomey that reviewed 
the revisions believes the phr .. e •in the belt intere•t' ot t he 
ratepayers• in paragraph (1) (g) i• too vague. Thia phrase has been 
changed to read • .•• the Camnia•ion, upon it• own motion, may 
determine that the potential impact on rates may require the 
exclusion of an amount of CWIP from a utility'• rate base ... • . 
This language change more directly •tatea that the Coamission may 
make a detexmination ba.ed on whether and how rates are affected, 
rather than the somewhat ambiguous phrue of •best interests of the 
ratepayers•. 

Staff believes that neither Gulf Power Company nor Tampa 
Electric Company has preeented any new arguments in their 
responses. Staff, therefore, recomnenda that the version of the 
rule revision which the Com:nisaion propoaed on June 11, 1996 should 
be adopted with the minor modification noted previously. 

ISstJI 31 Should this docket be closed? 

UCOIW11])ATIOll1 Yes. 
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25-6.0ltl Allowance ror r\IDd9 U•e4 Du.ring Con.atructiOD. 
(1) Construction work in progreaa (CWIP) or nuclear fuel in 

process (NPIP) not upder a lea•• agreemopt that i• not included in 
rate base may accrue allowance for funda used during construction 
(AFUDC) , under the following conditions: 

(a ) Eligible project,•. The following projects may be 
i ncluded in CWIP or NFIP and accrue AP'UDC: 

1. Projects that involve groa1 additions to plant in 
excee1 of o. 5 percent of the 1um of the total 
balance in Accoupt 101 - Blectric Plant ip Seryice. 
on4 Accoupt 106. cqgpleted Cog1truction not 
Claa1ifie4. at the t1• the project cmpepces 

a. 

b. 

$as,eee and 
are expected to be completed in exceaa of one year 
after comnencement of construction, or 
were originally expected to be caapleted in one 
year or le•• and are auapended for •ix monthJI or 
more, or are not ready for aeivice after one year. 

(b ) Ineligible project•. The following projec'l'~ may be 
i ncluded in CWIP or HPIP, but may not accrue APUDC: 

(c ) 
f ollowing 
AFUDC: 

( d ) 
following 

1. Projects, or portiona thereof, that do not exceed 

2. 

3 . 

4 . 

the level of CWIP or DIP included in rate ba1e in 
the utility'• e raey'• laat rate caae. 
Projects where gros1 additiorl9 to plant are lJula. 
thnp Q,5 percent of the •um of the total b&lance in 
Account 101 Blectric Plant in Seryice. and 
AcCOUQt 106 CQlll>letecS Cog1trµction not 
Cla11itie4. at the t ime the projegt cgpmences 
$as,eee er le••· 
Projects expecte.d to be completed in lees than one 
year after coaaencement of conatruction. 
Property that ha• been claeaif ied aa Property Held 
for Future Use. 

Unle1s otherwise authorized by the Commission , the 
projects may not be included in CWIP or NFIP, nor accrue 

1. Projects that are reimbursable by another party . 
2. Projects t hat have been cancelled . 
3. Purchases ot a.aeets which are ready for service 

when acquired. 
4 . Portions of project• providing service during t he 

construction period. 
Other condition.a . Accrual of AFUDC is subject to t he 
conditions : 
l . Accrual of AFUDC i• not to be revereed when a 

project or iginally expected to be coq>let ed io 
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2. 

3 . 

4. 

5. 

6. 

excess of one yea.r is completed in one year or 
lesa; 
APUDC may not be accrued retr·oactively if a project 
expected to be completed in one year or less is 
aubaequently auapended for •ix montba, or ia not 
ready for service after one year; 
When a project i• compl,eted and ready for service, 
it shall be imnediately tranaferred to the 
appropriate plant account (a) or Account 106, 
Completed Conatruction Not Claaaif ied, and may no 
longer accrue APUDC; 
Where a work order covers the conatruction of mor e 
than one property unit, the APUDC accrual shall 
ceaae on the co.ta related to each unit when that 
unit reachea an in-service atatua; 
When the co09truction activities for an ongoing 
project are expected to be auapended for a period 
exceeding six (6) montba, the utility ahall notify 
the Commiaaion of the auapeMion and the reaaon(a) 
tor the suape.naion, and shall aubnit a proposed 
accounting treatment for the suapended project; and 
When the coMtruction activitiea tor a suspended 
project are resumed, the previoualy accumulated 
coats of the project may not accrue A.FtJDC if auch 
coats have been included in rate base for 
ratemaking purpoaea . However, the accrual of AFUDC 
may be reaumed when the previously accumulated 
coats are no longer included in rate base for 
ratemaking purpoa ... 

< e ) Subaccounta. Account 107, Construction Work in Progress , 
and Account 120 .1, Nuclear Fuel i .n Process of Refinement , 
Conversion, Bnrichment and Fabrication, shall be subdivided so as 
to segregate the coat of conatruction projects that are eligibl e 
f o r A.FtJDC from the coat of COU8truction projects that are 
i neligible for AFUDC. 

J..tl Prior to the cggponcftPM'nt of construction on a project. 
a utili t y may file a petition to 1eek aPProv&l to include an 
individual prg1ect in [Ate hell that Would Oth8ryiae qualify f or 
AFQDC treat•gt per Sec tion Cl) Ca) • 

J.sl On a prog>ectiye bali1. the Cgpni 11ign. upon its own 
mot ion. maY determine that the potential ilqpagt gn rate• may 
require the gcluaign gt an amount ot ClflP fran a utility'• rat e 

:3e t~~f1~oe:i!CZtTtt~;t~o '~~c~·=:~S&r;;~f~!~1\~!iii~ ~ 
(2 ) The applicable A.FtJDC rate-llhall b9 determined a1 follows : 
(a ) The moat recent 13-month average embedde d c os t o f 

capi tal , except as noted below, shall be derived using all aources 
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of capital and adju•ted u•ing adjuatment• coaietent with those 
used by the Coamiaaion in the utility'• 9! 1ey'• lut rate cue. 

(b) The co•t rate• for the component• in the capital 
structure shall be the midpoint of the lut allowed return on 
comnon equity, the mo•t recent 13-month average coat of •hort tenn 
debt and customer depo9it• and a zero coat rate for deferred taxes 
and all invutment tax credits. The co•t of long term debt and 
preferred stock •hall be ~ed on end of period coat. The annual 
percentage rate •hall be calculated to two decimal place•. 

(e) 'Rte e•ee•meae ~ the ee1 i••'•" ef all "8r.le•tm1at l8't 
erecl:ite ae a •e•e •••I Nie •Mll lte ee••'•9eat '9pea a Nl:iftf frea 
the Inte.aal a...•• le1"1'iee IMI e'9eh •••••a•• will ae• 1 fer 
e91P1paaiee elee••• •• M ••-••• -.a••• •• 46 (ft tat ef •he lalel'Ml 
Revea~e 6ecle, •••1:1:1• ta the le•f•'•1:1:•e ef lhe , .. e• .. i••• Pe"""' 
reee:ipt ef ~~ a Nl:ia9 1 -~ •til:ily •lwtll eeatiMle te 1:1:•e the 
wei9htecl e¥eNll ... , ef _,,~ eelMal•••• ta a menrel' eeat1:ieteet 
with tlte fitMll 188 a1,1dat, .. s ••• , .. 11 ., ' ,W.li•h•cl May aa, 
19 96, ae the ee•e ef the tttilol.ly' • •• ..a 1e• ~M"e••seat ta. 
eredit:s . 

(d) ABy •.-eh Nl:ia9 •tMllll••• w•• l9e ••2'Wnittecl te the 
OenM:ssiea ~ &ee~er 15 1 1989 a lfhe A:."PJBG ee•t nte fer the 
iaveetmeet te9I e•ecl:it fe• aa,' e 11 .. ey wh:ieh fail• te •1:1:mit it• ewa 
letter NliBt ••t"*e•• te lhe IRS ••11 IN 9e¥emecl ~ the f:i••t 
letter rv:li119 ie•.-e• ~ •he IRS ia •••pent1e te a ree!J':leet e\IM.itteft 
p~rs~aat te ettl9eee•iea •(e) ef th:ie Nlea 

C 3) Discounted monthly AFUDC rate. A discounted monthly 
AFUDC rate, calculated to •ix decimal place•, •hall be employed to 
i nsure that the annual AP'UDC charged doe• not exceed authorized 
levels . 

(a) The formula used to discount the annual AFUDC rate to 
reflect monthly compounding i s as follows : 

M • ( ( 1 + .£..)l/ U - 1) X 100 
100 

Where : 
M • discounted monthly AFUDC rate 
A - Annual AFUDC rate 

(b ) The monthly AFUDC rate , carried out to six decimal 
places, shall be applied to the average monthly balance ot eligible 
CW'IP and NPIP that i• not included in rate base. 

(4 ) The following schedules shall be tiled wi th each petition 
tor a change in AP'UDC rate: 

(a) Schedule A. A echedul.e ehowing the capital etructure, 
coat rates and weighted average coat ot capital that are the basis 
for the APUDC rate in •ub•ection (2) . 
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(b) Schedule B. A achedule ahowing capital atructure 
adjustment• including the unadjuated capital atructure, reconciling 
adjustment• and adjueted capital structure that are the baais for 
t he AFUDC rate in eubeection (2). 

( c ) Schedule C. A echedule ehowi.ng the calculation of the 
monthly AP'tJDC rate wiing the methodology •et out in this Rule . 

(5) No utility may charge or change it• APtJDC rate without 
prior Coamieaion approval. The new APtJDC rate ehall be effective 
t he month followi.ng the end of the 12 -month period used to 
establish that rate and may not be retroactively applied to a 
previous fiscal year unle•• authorized by the Coaai••ion. 

(6) Bach utility charging APtJDC •hall include in it• Jvae aM 
December lamin9e aa•e et Re••ftl &eurveillance itMporte to the 
Comnission Schedule• A and B identified in subsection (4) of this 
Rule, as well ae di•clo•ure of the APtJDC rate it i• currently 
charging. 

(7) 'nle Conni ••ion may, on it• own motion, initiate a 
proceeding to reviee a utility'• APtJDC rate. 

l.e.l. Kach utility 1hall include in ite Foreca1te4 Surveillance 
Report a achedule of in4iyidUAl project• tbat c:c-wpce dµripg that 
forecasted period 'P" that are eat1ett4 to "<JYAl or •xc:ee4 a 9roas 
cost of $10. 000. 000. The 1chedulo ebal l inclu4e the fol loying 
minimum intorma,tion: 

laJ. oeacription of the pro1ect. 
J.l2l. Batimote4 total coat of the project. 
~ BstiJnated conatruction CQlllDIPCtment d,ate. 
JJ1l. Batimate4 in-eeryice d,ate. 
1.2.l:+&+ '11le proyi1iona of thi1 rule are effective Januacy l. 

1996 and •ball be iPl)lenrnted by all electric utilitio1 DQ later 
than J&nuacy l. 199~L or the utility'• nut rate procoe4ing. 
whichever occ;ura firat. PM'e!MPhe (a) ea.I (8) et •Wl•eetiea (1) 
shell eet ee effeeti:~e fer aey ~ti:lity 'lfttil it iilpl1m1aee fiaal 
rat:ee ia a !•Beral Mee ea1e i:aitiatecl afeer the effeeti"H date ef 
thie R"ttle . ~e fere9ei1t9 1tet.withetaecli991 theee previeiene will 
eeeeMe effeet.ive fer all ~tilitiee ae later theft JatNel")' 1, 19891 
Specific Authority: 350 .127 (2 ), 366.05(1),P.S. 
Law Implemented : 350 . 115, 366.04(2 ) (a), 366.06(1), P.S. 
Hi story: New 8 / 11/86, Amended 11/13/86, 12/7/87..._~~~--
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