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period to implement the provisiona by January 1, 1999 or the
company’s next rate proceeding, whichever occurs first.

As indicated by the attached EIS, no increased staff workload
is foreseen, or additiconal direct costs to other state or local
governmental entities. Ro direct impact on small Lusiness is
anticipated, or impacts on the ability of Gulf Power Company,
Florida Public Utilities, Tampa Electric Company or Florida Power
and Light Company to compete. Florida Power and Light Company
believes that the proposed amendment would generate a competitive
benefit for the company and reduce the potential for stranded
investment from future construction, The amendment is not expected
to affect the level of employment at these companies.

The EIS analysie of costs and benefits to the directly
affected parties is complicated by the fact that the data requests
reflected staff’s original 1% suggested threshold. Because Gulf
Power indicated that the change from 525,000 to 1% of the affected
accounts was too large and would significantly harm the company,
staff reduced the rthreshcld to 0.5%,

For its part, Florida Power and Light Company indicated that
the amendments were appropriate and would result in administrative
co8t savings. Florida Power Corporation did not foresee
significant costs unless separate FPSC (retail) and Federal Energy
Regulation Commiapion (wholegsale) books muet be maintained or no
phase-in period was provided,

As further set out in the EIS, the companies had various
suggestions and refinements ae listed under Reasonable Alternative
Methods. which may be appropriately addressed during the rule
amendment process.

RIGSCUSBION OF IBSUER

IBSUR 1: Should the Commission propose the attached amendments to
Rule 25-6.0141°7

REC 1 Yes. The Commission should propose the
at tached amendments to Rule 25-6.0141.

STAFF ANALYSIS: As previously noted, the companies indicted
that the amendments would either be of benefit, in the case of
Florida Power and Light, or, generally speaking, would not affect
roste. Gulf Power's epecific concern that the 1% threshold was too
jarge was addressed by staff by reducing the threshold to ©.5%.
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Moreover, the deletion of obsolete proviaslons, such as those
concerning ITC, is in accord with the program of removing such
provisions from the body of Commisaion rules.

Finally, some of the specific refinements suggested by the
companies, such as the need foi1 a phase-in periocd and coordination
of implementation with the company’s next rate proceeding appear to
be present in the amendments ae currently drafted.

: If no requesta for hearing are recelved or comments
filed, should the attached rule amendments be sent tc the Secretary
of State for adoption and this docket closed?

REC t Yes.
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25-6.0141 Allowanca For Punds Used During Construction.

{1} Construcrion work in progress [(CWIP} or nuclear fuel in
process (NFIP} pot under a leage agrgement that is not included 1n
rate base may accrue allowance for funds used during construction
(AFUDC}, under the following conditione:

{a} Eligible projects. Any proiect that involves gross

it ] ] . £ 0.5 t of the sum of the tolal
- ' t 106
_C ] e ] i fied | . i .
commences The—fellowing-prejeests may be included in CWIP or NFIP
and accrue AFUDC, -

(b} 1Ineligible projects. The following projects may be
included in CWIP or NFIP, but may not accrue AFUDC:
1. Projects, or portions therecf, that do not exceed

the level of CWIP or NFIP included in rate base in

the ytility's eompanyie last rate case,
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{c)

2. Projects where gross additions to plant are Jlegs

Lrpp—Piere—taer

Unless otherwise authorized by the Commission, the

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

AFUDC

{d)

following

1. Projects that are reimbursable by another party.
2. Projects that have been cancelled.
3, Purchases of aesets which are ready for service

when acquired.
4. Portione of projects providing service during the
constructicn perjiod.
Other conditions. Accrual of AFUDC is sBubject to the
conditions:
F—freerasl—eofAFUBE—is—not-—to—be —reversed—when—a
, , 1 . I ) i
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13.

£4.

5.

46.

CODING:

seady—{fer—eervice—afrer—ohe oy

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 Claesified, and may no
longer accrue AFUDC;

Where a work order covere 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-service gtatus;

When the conatruction activities £for an ongoing
project are expected to be suspended for a pericd
exceeding six (&) months, the utiliry shall notity
the Commigsion cf the suapension and the reason(s)
for the puspension, and shall egubmit a proposed
accounting treatment for the suspended project; and
When the construction activitiea for a suspended
project are resgumed, the previously accumulated

coets of the project may not accrue AFUGC 1f such

Worde underlined are additions; words in
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costs have been included in rate base for
ratemaking purposes. However, the accrual of AFUDC
may be resumed when the previously accumulated
costs are no longer included in rate base for
ratemakling purposes.
fe; Subaccounts. Account 107, Construction Work in Progress,
and Account 120.1, Nuclear Fuel in Process of Refinement,
Conversion, Enrichment and Fabrication, shall be subdivided so as
to segregate the cost of construction projects that are eligible
for AFUBC from the cost of conetruction projects that are

ineligible for AFUDC.

(£ 1 o Lt ] : . ;

+

{2} The applicable AFUDC rate shall be determined as follows:
(a) The most recent 13-month average embedded cost of
cap:tal, except as noted below, shall be derived using all sources
of capital and adjusted using adjustments consistent with those
used by the Commission in the uytility's Cempanylis last rate case.
=} The cost rates for the components in the capital
structure shall be the midpoint of the last allowed return on
commen eguity, the most recent 13-month average cost of gshort term
debt and customer depositse and a zero cost rate for deferred taxes

and all inveatment tax credits. The cost of long term debt and

CODING: Worde underlined are addirione; words in
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preferred stock shall be based on end of period cost. The annual

percentage rate phall be calculated to two decimal places.

{3 Discounted monthly AFUDC rate. A discounted monthly

AFUDC rave, calculated to six decimal places, shall be employed to
insure that the annual AFUDC charged does no. exceed authorized
levels,

{at The formula used to discount the annual AFUDC rate to

reflect monthly compounding is ae follows:
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M= [(1+ *)¥% - 1] x 100
100
Where:
M = digcounted monthly AFUDC rate
A = Annual AFUDC rate

{b) The monthly AFUDC rate, carried out te six decimal
places, shall be applied to the average monthly balance of eligible
CW1P and NFIP that 1s 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,
cost rated and weighted average cost of capital that are the basis
taor the AFUDC rate in Bubsection {2}.

{b) Schedule B. A schedule showing capital structure
adjustmente including the unadjusted capital etructure, reconciling
adjustments and adjueted capital structure that are the basise for
the AFUDC rate in subsection {2).

fct 8chedule C. A sBchedule ghowing the calculation of the
monthly AFUDC rate using the methodology get out in this Rule.

{5} No utility may charge or change ita AFUDC rate without
prior Commigsion approval. The new AFUDC rate shall be effective
the wonth following the end of the 12-month perlod used to
establish that rate and may not be retroactively applied to a

previous fiscal year unlees authorized by the Commiasslon.
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{6¢) Each utility charging AFUDC shall include in its June—end
December farnings Rete—of—Retusm Seurvelllance Reeporte to the
Commission Schedules A and B identified in subsection (4) of this
Rule, as well as disclosure of the APUDC rate it is currently
charging.

{7) The Commigsicon may, on its own motion, initiate a

proceeding to revise a utility‘s AFUDC rate.

{8} The provigions of thig rule are effective Japuary 1. 199¢

Specific Authority: 350.127(2}, 366.05(1),r.8.
Law Implemented: 350,115, 366.04(2) (a). )6&.06(1), F.8.

History: New B/11/86, Amended 11/13/86, 12/7/87.
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The proposed amendments to the language regarding investment tax credits
do not benefit or cost the utilities since the companies have not been required
to request an IRS ruling since 1987.

REASONABLE ALTERNATIVE METHODS

Gulf Power Company expressed concern over the adminjstrative costs of
having to calculate the balance of “Electric Plant in Service/Completed
Construction not Classified* each month. The company suggests that, since the
eligible project’s proposed criteria (originally 1% percent of Electric Plant in
Service) would require a calculation of the Electric Plant batance, the criteria
should be based on prior year-end balances. This would save the administrative
costs of making the calculation on a monthly basis.

Tampa Electric makes a suggestion regarding the concern that an increase
in rate base will not be recoversd with an appropriate return. The company
suggests that the

. .implementation of the new calculation method should be required
at the time of each company’s next price change. This would ensure
that each uytility will be able to adequately recover the
expenditures required to maintain and expand the system that
provides reliable electric service to all ratepayers.

Florida Power Corporation (FPC) proposes the Nuclear Fuel eligible for
AFUDC should be qualified in a separate manner than the proposed amendment.
Florida Power Corporation asserts that if the cost of a batch of Nuclear Fuel
equals or exceeds the percent threshold of the balance in Account 120.3--Nuclear
Fuel Assemblies in Reactor at the time the batch procurement commences, it should
be eligible to accrue AFUDC. Florida Power & Light {FPL) believes that if
Construction Work In Progress (CWIP) and Nuclear Fuel in Process (NFIP) will not
accrue AFUDC, then their balances should be included in the rate base.

Florida Power Corporation {FPC) proposes that two accounts be excluded from
the calculation of eligibility requirements threshold: Eiectric Plant in Service
and Completed Construction not Classified. The company asserts that these two
accounts be excluded since the functions represented by the sccounts normally do
not accrue AFUDC. Furthermore, Florida Power Corporation proposes:

. that the capitalization structure cost rate calculations for
short term debt and customer deposits be consistent with the
methodology utilized for Surveillance reporttng, with the exception
that investment tax credits {ITC's) be eliminated. ITC’'s are not a
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