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BEFORE THE FLORIDA PUBLIC BERVICE COMMISSION

In Re: Proposed Revisions to ) DOCKET NO. 951535-EI
Rule 25-6.0141, F.A.C., } ORDER NO. PSC-96-0985-NCR-EI
Allowance for Funds Used During |} ISSUED: August 2, 19%6
Constructicn (AFUDC) )

}

The following Commissioners participated in the diasposition of
this matter:

SUSAN F. CLARK, Chairman
J. TERRY DEASON
JOE GARCIA
JULIA L. JOHNSON
DIANE K. KIESLING

NOTICE OF RULEMAKING

NOTICE is hereby given that the Florida Public Service
Commission, pursuant to Section 120.54, Florida Statutes, has
initiated rulemaking to amend Rule 25-6.0141, Florida
Administrative Code, relating to allowance for funds used during
construction,.

The attached Notice of Rulemaking will appear in the hugust 9,
1996 edition of the Florida Adminlstrative Weekly.

If timely requested, a hearing will be held at the following
time and place:

Florida Public Service Commission
9:30 a.m., September 4, 19%6
Berty Easley Conference Center
Room 152, 4075 Esplanade Way
Tallahassee, Florida

Written requests for hearing and written comments or
suggestions on the rules muset be received by the Director, Division
of Recorde and Reporting, Florida Public Servire Commission, 2540
Shumard Cak Blvd., Talilahassee, FL 32399-0862, no later than August
30, 1996.
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FLORIDA PUBLIC SERVICE COMMISSION

DOCKET NO. 9515%35-EI

RULE TITLE: RULE NO.:
Allowance for Funds Used During Construction 25-6.0141
PURPOSE AND EFFECT: The purpose of the amendments is to increase
the cost threshold of a project which will qualify for accrual of
AFUDC sc that projects will only qualify if there will be a
significant financial impact on the company.

SUMMARY: Projects can accrue AFUDC which exceed 0.5% of the sum in
Account 1l0l-Electric Plant in Service and Account 106-Completed
Consetruction not classified. Projects vunder a lease agreement are
excluded. Pricr to commencement of a project, a utility can seek
permission to include a project in rate base which would otherwise
accrue AFUDC. The rule requires a schedule of projects which would
equal or exceed a greogs cost of $10,000,000 to be included in the
utility's Forecasted Surveillance Report. The rule takes effect
January 1, 1996, but allows an impl-mentation grace period unt1il
January 1, 195%% or the company'’'s next rate proceeding, whichever
occure firat.

RULEMAKING AUTHORITY: 150.127(2}, 366.05%(1), FS.

LAW IMPLEMENTED: 350.115, 366.04(2) (a), 366.06(1), FS.

WRITTEN COMMENTS OR SUGGESTIONS ON THE PROPOSED RULE MAY BE

SUBMITTED TO THE FPSC, DIVISION OF RECORDS AND REPORTING, WITHIN 21
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DAYS OF THE DATE OF THIS NOTICE FOR INCLUSION IN THE RECORD OF THE
PROCEEDING.

HEARING: IF REQUESTED WITHIN 21 DAYS OF THE DATE OF THIS NOTICE, A
HEARING WILL BE HELD AT THE DATE AND PLACE SHOWN BELOW:

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 1S: Director of Appeals, Florida Public Service
Commission, 254C Shumard Oak Blwvd., Tallahassee, Plorida 32399.
THE FULL TEXT OF THE RULE IS:

25-6.0141 Allowance For Funds Used During Conatruction.

{1} Construction work in progreas (CWIP) or nuclear fuel in
process (NFIP) pot under a leage agreement that is not included in
rate baee may accrue allowance for funds used during construction
(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 groas additione to plant in excess of
0.5 percent of the sum of the total balance in Accoynt 101 -

| L Pl in S . | B 106. C leted G ! Lic
pot Tlassified, at the time the proijegt commences &=25068 and

a. are expected Lo be completed in excess »f one year after

commencement of construction, or
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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) Ineligible projects. The following projects may be
included in CWIP or NFIP, but may not accrue AFUDC:

1. Projecta, or portiona therecf, that do not exceed the lavel
of CWIP or NFIP included in rate base in the ytility‘'s eempanyle
last rate case,

2. Projects where groass additions to plant are legs *han ¢.5

£ ) £ 1) 1_bal i )1 - El .
] in 8 . v 106 - ¢ ] l_C .
Claspified, at the time the project commences $e5r808—er—iens.

3. ProjecLs expected to be completed in less than one vyear
after commencement of construction.

4. Property that has been clasgified as Property Held for
Future Use.

{c} Unless otherwlise authorized by the Commission, Gthe
following projects may not be included in CWIP or NFIP, nor accrue
AFULC:

1. Projects that are reimbursable by another party.

2. Projects that have been cancelled.

3. Purchasea of assets which are ready for service when

acquired.
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4. Portions of projecta providing service during the
construction period.

(d) Other conditions. Accrual of AFUDC ie subject to the
following conditions:

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 lesa 1is 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 ghall
be immediately transeferred to the appropriate plant account (s} or
Account 106, Completed Construction Not Classified, and may no
longer accrue AFUDC;

4. vhere 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 in-gervice status;

5. When the construction activities for an ongoing project are
expected to be suspended for a period exceeding six {6) monthse, the
utility shall notify the Commission of the puspenaion and the
reason{s} for the sguspension, and shall submit a proposed

accuunting trceatment for the suspended project; and
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§. When the construction activitiea for a suspended prejent
are resumed, the previously accumulated coate of the project may
not accrue AFUDC if such costs have been included in rate base for
ratemaking purpoees. However, the accrual of AFUDC may be resumed
when the previously accumulated costs are no longer included 1in
rate base for ratemaking purpcees.

{e) Subaccounts. Account 107, Conetructlon Work in Progreuas,
and Account 120.1, HNuclear Fuel 1in Process of Refinement,
Conversion, Enrichment and Fabkrication, shall be gubdivided sc as
to segregate the cost of construction projecte that are eligible

for AFUDC from the cost of construction projects that are

ineligible for AFUDC.
. , | 14 ot] . lify ¢
AFUDC treatment per Section (1) (a).

(2) The applicable AFUDC rate shall be determined as follows:
tal The most recent l3i-month average cmbedded coat of capital,

except as noted below, sBhall be derived using all sources of
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capital and adjusted ueing adjustments consistent with those usged
by the Commiseion in the utility’s €empanyie last rate case.

{b) The cost rates for the componente in the capital structure
ghall be the midpoint of the last allowed return on common equily,
the most recent 1l3-month average cost of short term debt and
customer deposits and a zero cost rate for deferred taxes and all
investment tax credits. The coest 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.




ORDER NO. PSC-96-0985-NOR-EI
DOCKET ‘NO. 951535-EI
PAGE 9

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

rate, calculated to six decimal places, shall be employed to insure
that the annual AFUDC charged doee not exceed authorized levels.

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

M= [(1 + 2)¥2 - 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 of eligible CWIP
and NFIP that is not included in rate base.

{(4) The following schedules shall be filed with each petition
for a change in AFUDC rate:

{a) Schedule A. A schedule showing the capital structure, cosrt
rates and welghted average cost of capital that are the basis for
the AFUDC rate in subsection ({(2}.

{b} Schedule B. A s8chedule showing capital structure
adjustmente including cthe unadjusted capital structure, reconciling
adjustments and adjusted capital structure that are the basis for

the AFUDC rate in subsection (2} .
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(c} Schedule C. A schedule ashowing the calculation of the
monthly AFUDC rate using the methodoleogy set out in this Rule.

(5} No utility may charge or change ite AFUDC rate without
prior Commission approval. The new AFUDC rate shall be effective
the month following the end of the 1Z-month pericod used to
egtablish that rate and may not be retroactively aprlied to a
previous fiscal year unless authorized by the Commission.

{6} Each urility charging AFUDC phall include in its Junre—and
December Earningg Rekte—eof Repurn Ssurveil lance Rseporta to the
Commission Schedules A and B identified in subsection (4) of this
Rule, as well as diaclosure of the AFUDC rate it is currently
charging.

{7} The Commiassion wmay, on itg own motlon, initiatLe a

proceeding to revise a utility’s AFUDC rate.




ORDER NO. PSC-96-0985-NOR-EI
DOCKET NO. 951535-EI
PAGE 11

Specific Authority 350.127{2), 366.05{1) FS8.

Law Implemented 350.115, 36€.04(2) (a), 366.06{1) FS.

Hist2ory New 8-11-86, Amended 11-13-8¢, 12-7-87, .

NAME OF PERSON QRIGINATING PROPOSED RULE:; Jay Revell.

NAME OF SUPERVISCR OR PERSON(S) WHO APPROVED THE PROPOSED RULE:
Florida Public Service Commission.

DATE PROPOSED RULE APPROVED: April 30, 1996.

1f any person decides to appeal any decision of the Commiasion with
respect to any matter considered at the rulemaking hearing, if
held, a record of the hearing is necessary. The appellant must
#nsure that a verbarim record, including testimony and evidence
forming the basis of the appeal is made. The Commissior usually
makes a verbatim record of rulemaking hearings.

Any person requiring some accommodation at this hearing because of
a physical impairment ghould call the Division of Records and

Reporting at (504) 413 87370 at least five calendar daye prior to







