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Must be issued today. 
X Must be issued with i n 48 hours . 

Must be issued with i n 5 working days. 

This docket will be closed upon issuance of the Not i ce . 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

I n Re: Proposed Re visions to 
Rule 25- 6.0141 , F .A.C., 
Allowance for Funds Used During 
Construction (AFUDC) . 

DOCKET NO. 951535-EI 
ORDER NO . PSC- 96 - 1547 - FOF -EI 
ISSUED: December 19, 1996 

The foll owing Commissioners participated in the digposition o f 
this matter: 

SUSAN F. CLARK, Chairman 
J. TERRY DEASON 

JOE GARCIA 
JULIA L. JOHNSON 

DIANE K. KIESLING 

NOTICE OF ADQPIIOH OF RULE 

NOTICE is hereby given that the Florida Publ ic Service 
Commission, pursuant to Se c tion 120. 54 , Florida Statutes, has 
adopted the amendments to Rule 25 - 6.0141, Florida Administrative 
Code, relating to a llowance for funds used during construction with 
c hanges. 

The rule was f i led with the Department o f State on December 
18, 1996 and wi l l be effective on January 7, 1997 . A copy o f the 
ru le as filed with the Secretary of State is attached to this 
Not ice. 

This docket is closed upon issuance of thi s notice . 

By ORDER of the Flo rida Public Service Commission, this lltll 
day o f December, l.i.2.§. . 

(S E A L ) 

RCB 

BLANCA S . BAY6 , Directo r 
Div i s ion of Records & Reporting 

by . r1 'I~,~,. d 
Chief,• Bure u o f ~cords 

OOCUHEP'l UMBER - DATE 

I 3 4 8 9 DEC 19 ~ 
FPSC -R( (0h0S/R(PORTIHG 
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2 5 - 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 construc tio n 

(AFUDC) , under the following conditions: 

(a) Eligible projects. The 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 Electric Plant in Seryice. and Account 106. 

Completed Construction not Classified. at the time the 

project commences $251999 and 

a. are expected to be completed in exc ess of one year after 

comme ncemen t of con struct i o n , o r 

b. were o r iginally expected to be completed i n one year or 

l ess and are suspended f o r six months or mo re, or are not 

ready for servic e a fter o ne yeAr . 

(b) Ineligible proj ects. The following proj ~cts may be 

included i n CWI P or NFI P, but may not a ccrue AFUDC: 

1 . Projects, or portions thereof, that d o not exc eed the 

level o f CWIP o r NFIP included in rate base in t he 

utility 's eempeAy'e last rate case. 

2. Projects where gross additions t o plant are l ess than o . 5 

percent of the sum of the total balance in Account 101 -
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Electri c Plant in Service. and Account 106 - Comple t e d 

Construc tio n not Classified . at the time the pro j ect 

commences $~5,999 e• leee. 

3 . Proj ects e xpec ted to be c ompleted in lees than one yea r 

after conunencement of construction . 

4 . Property that has been classi fied as Property Held f or 

Future Use . 

(c) Unless otherwise authorized by the Commi5sio n , t he 

f o llowing projects may not be inc luded in CWIP or NFIP, nor a c c r ue 

AFUDC : 

1. Proj ects that are reimbursable by another party . 

2. Proj ects tha t have been c ancelled . 

3 . Purchases of assets which are ready for servic e when 

a cqu i red . 

4 . Portio ns o f projects provi ding service dur i ng the 

construction period . 

(d ) Other cond itions . Accrual o r AFUDC is subj e ct to the 

f ollowi ng condi t ions: 

l. Accrual o f AFUDC is not t o be r e versed whe n a p rojec t 

o r i gina lly expecte d to be c ompleted in exc ess o f one ye a r 

is comp l eted in one year o r l ess ; 

2. AFUDC may not be a c crued re t r oa ctively if a project 

expected to be c omple t ed i n one year o r less is 
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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 immediately transferred to the appropriate plant 

account (s) or Account 106, Completed Construction Not 

Classified, and may no longer accrue AFUDC; 

4 . Where a work order covers the construction of more than 

one property unit, the AFUDC accrual shall cease on the 

costs related to each unit when that unit reaches an 

i n-service s tatus; 

5. When the construction activities for an ongoing project 

are expected to be suspended f or a period exceeding six 

(6) months, the utility shall noti fy the Commission of 

the suspension and the reason(s) f o r the suspension, and 

shall submit a proposed accounting treatment for the 

suspended project; and 

6. When the constructio n activities for a suspended project 

are resumed, t he previously accumulated costs of the 

project may not accrue AFUDC if such costs have been 

included i n rate base for ra temaking purposes . Ho wever, 

the accrual o f AFUDC may be resumed when the previou~ly 

accumulated costs are no longer included in rate base f o r 

ratemaking p u rposes. 
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(e) Subaccounts. Account 107, Construction Work in Progress, 

and Account 120.1, Nuclear Fuel in Process of Refinem~nt, 

Conversion , Enric hment and Fabrication, shall be subdivided so as 

t o segregate the cost of construction projects that are eligible 

for AFUDC from the cost of construction projects that are 

ineligible for AFUDC. 

l1l Prior to the commencement o f constrµction on a proiect. 

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

i ndividual oroiect in rate base that would otherwise qualify f o r 

AfUDC treatment per Section (1) (a) . 

J.gJ_ On a prospective basis_, the commission. upon its own 

motion. may determine that the potential impact on rates may 

require t he exclusion of an amount of cwIP from a utility's rate 

base that does not qualify for AfUDC treatment per Section (1) Cal 

and to allow the utility to accrue AFtJDC on that excluded amount. 

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

(a l The most recen t 13 -month a ve r age embedded cost o f 

c a p ital , except as no ted below, shall be derived using all sources 

o f c apital and ad justed using ad j ustments consistent with tho se 

used by the Commission in the utility's GeMpafty'~ las t rate case. 

(b ) The cost 1ates f o r the c o mpo nents in the capital 

s tructure shall be the mi dpo i nt o f the last allowed return on 

common equity, the mos t recent 13 - month average cost of sho rt term 

debt and c ustomer deposits and a zero cost ra te fo r deferre d taxes 
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and all investment tax credits. The cost of long term debt and 

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

perc entage rate shall be calculated to two decimal places. 

the Iftternal Revefttte Ser· .. iee that e1:teh treat1Mftt will ftet, fer 

eeMl!l&ftiee eleeted te ee treated 1:tfteer •• t6(fl (;a) ef the lf'lterAal 

ReveAtte Ceee , ree1:tlt ift the ferfeitttre ef the t&:M eredite. Peftdift! 

r e eeil!'t ef etteh a rttlif'l!f> eaeh tttilib y ehall eefttif'ltte tt> ttee the 

weighted everall eeet ef eapital ealettlated in a Ma-ftfter eeneietent 

with t he f if'lal IRS Re!fl:llat ieft Seet ieft 1 I u; 6 l!'tteliehed May ia2 j 

1986, ae the eeet ef the tttili t y ' e n aftd 19• i1tveet"'e "t tatt 

ereaite. 

{el M'ly etteh rttlift! retttteet lftttet ee ette"'itted te the 

Ce"'"'ieeieA ey Deee"'8er 15 , 1987 . 'i'he ~rzooc eeet ral!ie fer the 

ttw eet l'l'le ftt t &tt ereai:t fer 8ft)' eelftpaAy whieh fai:le te 9tlBMit ite 8Wfl 

letter rttlift!J ret!Jtteet te t he IRS shall ee geverfteti ey t: he fh·et 

letter r1:tlin! ieetted ey the IRS iA reepenee te a ret!Jl:lel!lt ettemitt:ea 

purettaAt te etteeeet ieft ialel ef this rttle1 

( 3} Discounted mo nthly AFUDC rate. A d iscounted monthly 

AFUDC ra te, c alc ulated to six decimal plac es, shall be employed t o 

insure that t he annua l AFUDC charged does no t exceed autho rized 

leve ls. 
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(a) The formula used to discount the annual AFUDC rate t o 

re f l ect monthly compounding i s as f o llows: 

M • [ ( l + ...6.. ) 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 

plac es, shall be applied to the average monthly b~lance of eligible 

CWIP and NFIP that is not included in rate base . 

(4 ) The following schedules shall be filed with each pet i tion 

f o r a c hange in AFUDC rate: 

(a ) Schedule A. A schedule showing the capital structure, 

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

f o r t he AFUDC rate in subsection (2) . 

(b ) Schedule B. A schedule showing capital structure 

a d j ustments including the unadjuste d c apital structure, reconciling 

adjustments and adjusted capital structure that are the basis for 

t he AFUDC rate in subsection (2). 

(c) Schedule C. A schedule showing the c alcul at ion o f the 

monthly AFUDC rate using the methodology set ou t in this Rule. 

(5) No utility may cha rge o r change its AFUDC rate without 

prior Commission appro val. The new AFUDC ra te shall be effec t i ve 

the month followi ng t he e nd of t he 12 - mon t h period used t o 
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establish that rate and may not be retroactively appl ied to a 

previous fiscal year unless authorized by the Commission . 

(6) Each utility c harging AFUDC shall i nclude in its o~fte &fte 

December Earnings R.aee ef Re~~•ft B;eurveillance &.eporte to the 

Commission Schedules A and B identified in subsect ion (4 ) of this 

Rule, as well as disclosure of the AFUDC rate it is currently 

charging. 

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

proceeding to revise a utility's AFUDC rate . 

.ill Each utility shall include in its FOrecaated Surveillance 

Report a schedule of individual projects that commence during t ha t 

forecasted oeriod and are estimated to equal or exceed a g ross cost 

of Sl 0 . 000 . 000. The schedule shall include t he f ollowing minimum 

i nformation; 

..UU. Description of the proiect. 

jj;tl_ Estimated total cost of the project . 

1£.l Estimated construct~on commencement date . 

l.dl. Estimated in-service date . 

The provisions of this rule are effective January l . 

1996 and shall be implemented by all electric utilities no later 

than Januarv 1. 1999. o r the utility 's next rate proceeding. 

whichever occurs first. Pa~agr8pfte (a) anti (e) ef e\ieeeeeiert 11) 

shal l rteto ee effeetive fer a fty 'ttt;iH:ty \ittt;il it; iMpleMeAte HAal 

rates tft a geAeral rate ease iAi~taeee after the effeetive date of 
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t kie Rttle. The feregeiA! Aetwithetaft~ift!1 these previeiefte wi ll 

eeee111e effective fer all tttilitiee ft8 later thaA Jaftttary 11 1989 . 

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

Law Implemented: 350.115, 366 .04 (2)(a), 366. 06(1 ), F .S. 

Hiscory: New 8/11/86, Amended 11/13/86, 12/7/87. 01/07 / 97. 


