
' e 

~!~ 
August 1 , 1996 
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FPSC-RECOROSIREPORTING 

TO DIVISION OP RECORDS & REPORTING 

FROM RICHARD C . BELLAK, ASSOCIATE GENERAL COUNSEL fl ( f3 

RE DOCKET NO. 951535 -EI , PROPOSED REVISIONS TO RULE 25-
6 . 0141, F . A.C., ALLOWANCE FOR FUNDS USED DURI NG 
CONSTRUCTION (AFUDC) 

Attached please find a Notice of Rulemaking f or distribution 
by your office . 
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This document has the f o llowing priority: 

Must be issued today. 
~_...X~ Must be issued within 48 hours . 

HOR6014l ffJitD 
Attac hment 
cc: File 

Must be issued within 5 working days . 

W. Terrell 



BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In Re: Proposed Rev i sions to 
Rule 25-6.0141, F. A. C. , 
Allowance for Funds Used During 
Construction (AFUDC) 

DOCKET NO. 951535 -EI 
ORDER NO. PSC- 96 - 0985- NOR- EI 
ISSUED: Auguot 2, 1 996 

The following Commissioners participated in the d i sposition o f 
t h i s matter: 

SUSAN F. CLARK, Chairman 
J. TERRY DEASON 

JOB GARCIA 
JULIA L. JOHNSON 

DIANE K. KIESLING 

NOTICE OF RULEMAJ(ING 

Florida Public Service 
Florida Statutes, has 

25-6. 0141, Florida 
f o r funds used during 

NOTICE is hereby given that the 
Commission, pursuant t o Section 120. 54, 
initiated rulemaking to amend Rule 
Admi ni strat i ve Code, re l ating to allowance 
const ruc tion. 

The at t ac hed Notice o f Rulemaking will appear in the k~gust 9 , 
1996 edition of the Florida Administrat i ve Weekly. 

I f timely requested, a hearing will be held at the fo llowing 
t ime and place : 

Flor i da Public Service Commission 
9: 30 a .m., Se ptember 4 , 1996 
Betty Easley Conference Cente r 
Room 152, 4075 Es p l anade Way 
Ta l lahassee, Florida 

Written reque sts f o r hearing a nd wri tten comme nts o r 
sugges t ions on t he rules must be received by the Director, Di vision 
of Records a nd Reporting , Florida Public Se rvice Commi ssion, 2540 
Shumard Oak Blvd ., Ta llahassee, FL 32399 - 0862, no later than August 
30 , 1996. 

0 8 l l l AUG -2 ~ 

f PSC- Rt:COROS/REPORT ING 
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By ORDER of the Florida Public Service Commission, th is 1n.Q 
day of Ausust, l..2.2§. . 

BLANCA S. BAY6, Dire or 
Division of Records and Reporting 

(SE A L) 

RCB 

__ _J 
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FLORI DA PUBLIC SERVICE COMMISSION 

DOCKET NO. 951535- EI 

RULE TITLE : 

Allowance f o r Funds Used Dur i ng Cons t ruc tio n 

RULE NO.: 

25- 6 .014 1 

PURPOSE AND EFFECT: The purpose o f t he amendments is to increase 

t he cost threshold of a projec t whi ch will qua l ify for a ccrual of 

AFUDC so that p roj e c ts will only qualify i f there will be a 

sign i f icant financia l i mpact o n the company . 

SUMMARY : Proj e cts c an accrue AFUDC which exceed 0 .5\ of the sum i n 

Account 1 01 - El e ctric Plant in Service and Accoun t 106 -Completed 

Construction not classif ied . Proje cts under a lease a greement a r e 

exclude d . Prio r t o commencement o f a p roject , a u tility can seek 

permission to include a proje c t in r ate base whic h would otherwise 

accrue A.FUDC. The rule requires a s c hedule of projects which would 

equal or exceed a gross cost of $10,000,000 to be included in the 

u t ility's For eca sted Surve illance Report. The rule takes eff ec t 

January 1, 1996, but allows an i mpl '"' mentation grace period unt 11 

January l, 1999 o r the company ' s next rate proceeding, whiche ver 

occurs first. 

RULEMAKING AUTHORITY : 350 .12 7( 2 ), 366 .05(1) , FS. 

LAW IMPLEMENTED: 350.115, 366 .04 (2)(a ) , 366.06(1 ) , PS. 

WRITTEN COMMENTS OR SUGGESTIONS ON THE PROPOSED RULE MAY BE 

SUBMITTE~ TO THE FPSC, DIVISION OP RECORDS AND REPORTI NG, WITHIN 21 
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DAYS OF THE DATE OF THIS NOTI CE FOR INCLUSION IN THE RECORD OF THE 

PROCEEDING. 

HEARING: IF REQUESTED WITHIN 21 DAYS OF THE DATE OF THIS NOTICE, A 

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

TIME AND DATE : 9:3 0 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 ECONOMI C 

IMPACT STATEMENT IS: Director of Appeals , Florida Public Servic e 

Co mmiss i on, 2540 Shumard Oak Blvd ., Tal lahassee, Florida 32399. 

THE FULL TEXT OF THE RULE IS: 

25- 6.0141 Allowance For Funds Used During Constructio n. 

( 1 ) Construct ion wo rk i n progress (CWIP) or nuclear fuel i n 

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

r ate bas e may accrue a l l o wance f o r funds used during construc tio n 

(AFUDC ) , under t he f ollowing cond itions: 

(a) Eligible proj e c t s . The f o l lowin? projec t s may be i nc luded 

in CWIP o r NFIP and a ccrue AFUDC : 

1. Proj e c ts t hat invo l ve g ross additio ns t o plant in exc ess of 

O. 5 perc ent o f the sum o f the tota l balance in Account 101 -

El ectric Plant in Service . and Account 1 06 . Comp leted Construc tion 

no t Cl a ssi f i ed . a t the time the pro ject c ommences $a5,999 and 

a. are expec ted to be completed in excess o f o ne year after 

commencement o f constr uction , or 
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b . were originally expected to be completed in one year o r 

less and are suspended for six months o r more, or are not ready for 

service after one year . 

Cb ) Ineligible projects . The followi ng projects may be 

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

1. Projects, o r portions thereo f , that do not exceed the !evel 

of CWIP or NFIP included in rate base in the utility's eeMpafty's 

last rate case. 

2. Projects where gross additions t o plant are less ~han 0 . 5 

percent of the sum of the total balance in Account 101 - Electric 

Plant in Service. and Account 106 - Completed Construction not 

Classified. at the time the proiect co~~ences $~s,eee er leee . 

3. Projecls expected t o be completed i n less than o ne year 

after commencement of construction. 

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

Puture Use. 

(c) Unless o therwise a uthorize d by t he Comm1ssion, t he 

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

AFUDC: 

1. Projects that are re i mbursable by ano ther party . 

2. Proj e c ts that have been c anc e lled . 

3 . Purc hase s o f assets which are ready f o r service when 

a c quired. 
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4. Port ions of projec ts providing service during t he 

construction period. 

(d ) Other conditions. Accrual o f AFUDC is subj e c t LO t he 

f o llowing conditions : 

1. Accrua l of AFUDC is not to be reversed when a pro j e ct 

o r i ginally expec ted to be c ompleted in e xcess of one year i s 

completed in one year o r less; 

2. AFUDC may not be a ccrued retroactively if a project 

expe cted to be completed in one year o r less is subsequently 

suspended f or six months, or is not ready f o r service af te r o ne 

year; 

3. Wh~n a project is completed and ready for service, it shall 

be immediate l y transferred to the a ppro priate plant account {s ) or 

Account 106, Completed Constructio n Not Class i fied, and may no 

longer accrue AFUDC; 

4 . Whe r e a wo rk o rder covers the cons truction of mo re t han o ne 

property un i t, t he AFUDC accrual shall cease on the costs re lated 

to e a c h unit when that unit reache s a n i n - se r vice sta t us; 

5. When the construc tion activ i ties f o r an ongoing proj e c t are 

e xpected to be suspended for a period e xceeding six (6) mo nths, the 

utilit y shal l no tify the Commissio n o f t he suspension and the 

rea son (s ) for the suspen sion, and shal l s ubmit a pro pose d 

acco unting t reatment f o r the s uspended projec t ; and 
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6 . When the construction activitie s for a suspended pro Ject 

are resumed, the previously accumulated costs of the pro)ecL may 

not accrue AFUDC if such costs have been included i n rate base for 

ratemaking purposes . Howeve r , the a ccrual o f AFUDC may be r esumed 

when the previously accumul ated costs are no l onger included in 

rate base for ratemaking purposes . 

(e) Subaccounts. Account 107, Construction Work in Progress , 

and Account 120. 1, Nuc lear Fuel in Process of Ref inement, 

Convers ion, Enrichment and Fabrication, shall be subdivided s o as 

to segregate the coa t o f construction projects that are eligible 

f or AFUDC from the cost of construc tion projects that are 

i neligible f or AFUDC. 

(fl Prior to t he commencement o f construction on a projec t . a 

utility may file a peti tion to seek approval to include an 

individual proiect in rate base that would otherwise qual ify for 

AfUDC treatment per Section Il l Ca l. 

Cg l On a prospective basis. t he Commission. upon its own 

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

ratepayers t o exc lude an amount of CWIP from a utili t y 's r ate base 

t hat does not quali fy for AFUPC treatment per Section Ill Cal and to 

allow the util ity t o acc rye AFUPC on that excluded amount . 

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

(a) The most rece nt 13 -month average e mbedded cost of cap 1Lal , 

e xcept a s noted below, shall be derived using a l l sources o f 

_J 
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c api tal and adj usted using ad j ustments consistent with those us ed 

by t he Commission in the uti l ity's CeMpany'e last rate c ase . 

(b ) The cost rates for the compone nts in the capital s tructu r e 

s hall be the mi dpoint of the l a s t allowe d return on co mmo n equ it y, 

t he most rec ent 13 - month average cost o f short term debt a nd 

c ustomer deposits and a zero cost rate f o r deferred taxes and al l 

i nves t ment tax c redits . The cos t of l ong t erm debt and prefe rred 

stoc k shall be based on end of period cos t. The annual percentage 

r ate s hall be calc u l a t ed to two decima l places. 

' e l The tPe8tMeAt ey the Ce1M1ieeieft ef all iA'+'eStMeAt taM 

c r c a i te at a eePe eeet Pate ehal l ee eentiA!eAt upeA a ruliA! frem 

t he IAterAal Re'+'eftue 6eP'+' iee that eueh treatmeftt will Aet , fer 

eempaAies e lected te ee tPeatea uAaer e . t6(f) ( ~) ef the IAterAal 

Re veAue Ceae, result ift the ferfeiture ef the taM ePedits . PeftdiAg 

receip t ef such a r~liAg 1 each utility shall eefttinue te \tee the 

weighte e e'+'ePall eeet e f eapital eale\tlated iA a MBftfter eeAeieteAt 

with t he fiAal I RS RegulatieA Seet i eft l . 46 6 p\teH:ehea May i!i! , 

1986, as the eas t e f the \tti lity' e t\I aftl!i 19\1 i AYeetlfteAt taM 

cred i ts . 

(d ) it.fly eueh ruliAg re~'\teet lft\tSt ee el:t:BMitted te ehe 

Cel'ft1t1i eeieft ey eeeeMe P 15 1 1997 . 'Phe A:.r.:r.mc eeet ra t e fer the 

inve e t MeAt t aM e redi t fe r aAy ee1t1paAy wh i e h f ails te eueMit ite ewA 

letter r u liftg ret!~eet t s t he IRS shall e e gevePAed ey the first 
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letter r~liftg !ee~ea ey the IRS ift reepeftee tea reff\"leet e~e~it ~ee 

p~rattaAt to e~&eeetieft ~(e) ef this P~le a 

(3) Discounted mo nthly AFUDC rate . A discounted monthly AF UDC 

rate, ca lculate d to six decimal places, shall be employed to i nsure 

that the annual AFUDC charged does no t exceed authorized levels . 

(a ) The formula used to d i scount the annual AFUDC ra te t o 

reflect monthly compounding i s as follo ws : 

M = (( 1 + -A..) 1112 - 1) x 100 

100 

Where: 

M d i s counted monthly AFUDC rate 

A = Annua l AFUDC rate 

(b ) The monthly AFUDC rate, car ried out to six decimal places , 

shal l be applied to the average monthly balanc e o f eligi ble CW IP 

a nd NFIP that is not i ncluded in rate base . 

(4 ) The f ollowing schedules shal l be filed with eac h pet it i o n 

f o r a c hange in AFUDC r ate: 

(al Schedule A . A schedule showing t he c apital structure , coat 

rates and we i ghted average coat of capital that are the basis for 

the AFUDC rate in subse c tion (2). 

(b ) Schedule B . A s chedule showi ng c apital structu re 

ad j ustments i ncluding the unad justed capital structure, r econciling 

ad justme nts and adjusted cap i t al stru c ture tha t:.. are the basis f o r 

the AFUDC rate i n sub s ection (2 ) . 

J 
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(c) 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 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 api:ol ied to a 

previous fiscal year unless authorized by the Commission. 

(6) Each utility charging AFUDC s hal l include in its Jttfte afte 

December Earnings Rate ef Retttrft Seurvei 1 lance &reporte to the 

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

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

c har-ging . 

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

proceeding to revise a utility's AFUDC r ate. 

l.§1. Each utility shall include in its Forecasted SyryeillMuce 

Report a schedule of individua l proiects that commence during that 

f orecasted period and are estimated to e c Jal or exce~d a gross cost 

of Sl 0 . 000 . 000. The schedule shall i nclude the following mi nimum 

information; 

(a) Description of the proj ect. 

!bl Estimated total cost of the proiect. 

<cl Estimated construction commencement date. 

Cd l Estimated i n - service date. 
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l.21.+&1- The proyisions of this rule are effective January l. 

1996 and shall be implemented by all electric utilit ies no later 

than Janua rv 1. 1999. or the utility's next rate croceeding. 

whic hever occurs first . Paragraphe (a l and (el ef e\theeetien (1~ 

eha11 Ret ee effeeti¥e fer aRy \ttility tHttil it iMpleMente final 

ratee iR a geAel"al rate eaee initiated after the effeeti¥c date ef 

thia R~le. The feregeiAg Ret~ithetaneing 1 theee pre¥ieiene will 

beeeMe effeeti¥e fer all \ttilitiee ne later than CJeuu:tary 11 1989. 

Specific Authority 350.127(2). 366.05 (1) FS . 

Law Implemented 350. 115. 366. 04 (2) (a ), 366. 06 (1 ) FS. 

Histo ry Ne w 8 - 11 - 86, Amended 11 -1 3 - 86, 12-7-87~~~~~ 

NAME OF PERSON ORIGINATING PROPOSED RULE: Jay Revell. 

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

Flo rida Pub lic Service Commission. 

DATE PROPOSED RULE APPROVED: April 30, 1996 . 

If any person decides to appea l any decision o f the Commission with 

res pec t to any matter considered at the rulema k i ng hearing, if 

he ld. a record o f t he hearing is necessary. The appellant mus t 

e ns ure that a ve rba tim record. including testimony and evidence 

f o rming the bas is of the appea l i s made. The Commissio7 usually 

makes a verba t im record o f r ulemaking heari ngs. 

Any person requiring some accommodation at this hea ring because of 

a physic al impairment should call the Divisio n of Records and 

Report ing a t (904 ) 4 13 - 6770 at least five calendar days prior t o 
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the hearing . If you are hea r i ng o r speech impaired, please con tact 

the Florida Pub l ic Service Commissio n using the Florida Relay 

Service, which can be reached at : 1 - 800-955-8771 (TDD). 


