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Staff recommended the attached ame ndments to Rule 25 -6. 0141, 
Allowance Fo r funds Used During Construction . The purpose o f the 
amendment i s to increase the threshold of project qualificat ion in 
o rder t o limit AFUDC accrual treatment to projects with a 
sign ificant financial impact on the company . 

The amendment of Section (ll (a) o f the rule specif ies as 
eligible projects whi c h may accrue al l o wanc e for funds used during 
construction (AFUDC ) any p r oject which involves gross addit ions t o 
plant exceeding O. 5 percent of the total o f e lectric plant in 
services (balance in Account 101) and completed construction not 
classified at the time o f project commencement (balance in Account 
l 06) . 

The amendment o f Section (1) (fl provides that the uti lity may 
petition to i nc lude projects otherwi r'! qualified for AF'_lDC 
treatment in ra te base. 

The rule amendmen t also deletes provisio ns in curren t Rule 25-
6. 0 14 1 (2) (c) a nd (d) con cerni ng investment tax credits ( ITC) . 
Since the deadline for all I TC ruling requests was December 15, 
1987 , these obsolete pro v isions are el i minated . 

Finally, s ubsection (8) 
effect:1ve date o f January 1, 

o f t he amended rule provides an 
1996 a nd al lows companies a grace 

OOCL '1r '\1 N!.!MCER-OATE 
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period to implement the provisions by January 1, 1999 o r Lhe 
company's next rate proceeding, whichever occurs first. 

As indicated by the attached EIS, no i~creased staff work load 
is foreseen, or additional direct costs to other state or l oca l 
governmental entities. No direct impact on small business is 
anticipated, o r impacts on the abil ity of Gulf Power Company. 
Florida Public Utilities, Tampa Electric Company or Florida Po we r 
and Light Company to compete . Florida Power and Light Compa ny 
believes that the proposed amendment would generate a compet iti ve 
benefit for the company and reduce the potential for strand •d 
i nvestment from future construction . The amendment is not expec ted 
to affect t he level of employment at these companies . 

The EIS analysis of c osts and benefits to the direct ly 
affected parties is complicated by the fact that the data requests 
reflected staff's origina l l\ suggested threshold . Because Gulf 
Po wer indicated that the change from $25,000 to l\ of the affec t ed 
accounts was too large and would significantly harm the c o mpany , 
s taff reduc ed the thresho ld to 0.5\. 

For its part, Florida Power and Light Company indicated tha t 
the amendments were appropriate and woul d result in administrative 
cost savi ngs. Florida Power Corporation did not forese e 
sign i f icant costs unl ess separate FPSC (retail) and Federal Energ y 
Regu latio n Commissio n (who lesale ) books must be main t ained o r no 
phase - in period was provided. 

As further set o ut in the EIS, the companies had vario u s 
s ugges tio ns and refinements as listed under Reasonable Alternative 
Me t hods , which may be appropri ate l y addressed during the rule 
amendment process. 

DIScuSSION or ISSVIS 

ISSUE 11 Should the Commission propose the attached amendments t o 
Ru le 25 - 6.014 1? 

RECOMMEHDATION1 Ye s. The Commission sho uld propose t he 
atta che d amendments to Rul e 2 5 - 6 .0141 . 

STAFF ANALYSIS: As p reviously noted, the companies indic t ed 
tha t the amendments wo u ld e i ther be of benef it, i n the cas e o f 
Florida Po we r and IJi g ht , o r, g e nerally spe aking , would not affe c t 
costs . Gul f Power' s s pecific c o ncern that the 1\ t hreshold was t oo 
large was add r e s sed by staff by reducing the thresho ld t o 0. 5 \ . 

- 2 -
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Moreover, the deletion of obs olete provisions, such as those 
concerning ITC, is in accord with the program of removing such 
provisions from the body o f Commission rules . 

Finally, some of the specific refinements suggested by the 
companies , such as the need for a phase-in period and coordination 
of implementation with the company' s next rate proceeding appear to 
be present i n the amendments as currently drafted. 

ISSUE 2: If no requests for hearing are received or comments 
filed, should the attached rule amendments be sent to the Secretary 
o f State for adoption and this docket closed? 

RECOMMENDATION: Yes. 

RCM 
At t a c hments 

- 3 -
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2 25-6.0141 Allowance Por Pund• U••d During Con•truction. 

3 ( l ) Const ructio n wo rk in progress (CWI?) o r nuclear f ue l in 

4 process (NFIP ) not under a l ease agreement that is no t included i n 

5 rate base may accrue a l lowance for funds used during cons t r uc ti o n 

6 (AFUDC ) , under the f o llowing conditions : 

7 (a ) Eligible projects. Any pro ject that involves g r oss 

8 addi tions to plant i n excess of 0 . 5 percent of the sum of the t otal 

9 balance in Account 10 1 - Electric Plant in Service . and Ac count 10 6 

10 - Complet ed Construction not Classified. at the time the pro ieck 

11 commences The fellewiftg prej eete may be included in CWIP o r NFIP 

12 and a ccrue AFUDc.~ 

13 1. Prejeete that iftvelve greee additiefte te plaftt in 

eMeeee ef Qd51999 Mtd 

15 a. are eMpeetee te 8e eeMpleted ift eMeeee ef eAe yea r 

16 after eemMefteeMeftt ef eeAetr~etieft 1 er 

1 7 e. ""ere erigiftal l y e~eetee te e e eeMple t:ed in e nc 

18 year er lees aAd are e\;jepended fer eiM men t he er 

19 mere, er are net ready fer eerviee after ene year . 

20 (b ) Ine l i gibl e pro j e c ts . The f ollowi ng projects may be 

21 included in CWIP o r NPIP , but may not a ccrue AFUDC: 

22 

23 

21 

2 5 

l. Projects , o r po r tions the r eof, that do not e xc e ed 

the l eve l o f CWIP o r NPIP inc lude d i n rate base i n 

the utility ' s eeMpafty'e last r ate c ase . 

COD ING: Words u nderlined are add i t i ons ; wo rds in 
e t r\:telt t hre\;jgft t ype are delet i o ns from e x i s ting law. 
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2. Pr oj e cts where gross additio ns to plant are ~ 

than 0.5 oercent of the sum of the t otal balance 10 

Account 101 Electric Plant i n Seryice . and 

Account 106 Completed Construction no t 

Classified . at the time the project commences 

$25;999 er leee. 

3 . Pre;eet:e eMpeete d ~e ee eeMpleted ift leee than OAe 

year after ee1M1efteeMeftt ef eenet:Pl:let:ieft , 

" . Preperty t hat hae eeeft elaee!f!ed ae Preperty Held 

fer F\:lt\:lre llee . 

(c) Unless otherwise authorized by the Commission, t he 

13 following projects may not be included i n CWIP or NFIP , nor accrue 

14 AFUDC: 

15 1. Projects that are re imbursab l e by another party. 

16 2. Pro j ects that have been cancelled. 

17 3. Purchases of assets which are ready for serv ice 

18 when acquired. 

19 4. Portions o f projects providing service during the 

2 0 constructio n period. 

21 (d l Other condi tions . Accrual of AFUDC is sub j e ct to the 

22 followi ng conditions: 

23 l. .\eef'l:lal ef ik.rzm>C ie net tc1 be revereed wheA a 

24 prejeet eri!inall)' e ttpeete d te ee ee111pleted i A 

25 

CODI NG: Words underlined are additions; words in 
e t:: cuelt ~hPeugh type are deletions from existing law. 
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e ><eeee ef efle year ie ee11tplete8 ifl eAe year er 

lees , 

IL AFUDC "'e y Aet ee aee~ea retreaetive l y if a pre; e~t 

eJCl'e etee te ee ee"'pletee ifl erte year er leee i e 

ei:t:eeeEJ':leflt:ly etutpel'leee fer eiM "'eftt:he, e .: ie net 

reaey fer eerviee a fter efte year1 

l~- When a project i s comp l eted and ready f o r s e rvice, 

it s hall be immediately transferred t o the 

appro priate plant a c count (s ) o r Ac count 1 06, 

Comple ted Construction No t Classified , and may no 

longer accrue AFUDC; 

i +. Where a work order cove r s the construct i o n of more 

t han one property un i t , the AFUDC a c crual shall 

cease on the cos ts related to each uni t when that 

unit reaches an in- service sta tus; 

.J.~. When t he construction activities f o r an ongoing 

project are e xpected to be s uspended f o r a period 

exceeding six (6) months, the utility s hall no ti f y 

the Comm i ssion o f the suspension and the r eason(s ) 

for the suspension, and shall submit a pro posed 

accounting treatment fo r t he suspe nded p roject; anJ 

1_6 . When the c onstruction activit ies for a suspended 

project are resumed, t he previously accumulated 

costs o f t he p r o jec t may not accrue APUDC if suc h 

CODING: Wo rds underlined are additions ; words in 
et:r\:telt t:hre\:tgh type are dele t ions f r om existing law. 

- 6 -



e 
DOCKET NO . 951 535-EI 
DATE: Dec e mber 7, 1995 

1 

2 costs have been included i n rate base for 

3 ratemaking purposes . However , the accrual of AFUDC 

4 may be resumed when the previous ly accu~ulated 

5 costs are no longer included in rate base for 

6 ratemaking purposes. 

7 (e l Subac counts. Account 107, Construction Work in Progress, 

8 a nd Account 120 . 1, Nuclear Fuel in Process o f Refinement, 

9 Convers ion, Enrichment and Fabrication, shall be subdivided so as 

10 to seg r e g a t e the cost of construction projects that are eligible 

11 fo r AFUDC f r o m the cost of construction projects that are 

12 i neligibl e f o r AFUDC. 

1 3 ..lLJ.. A u tili ty may file a petitio n to seek approval to include 

14 a p ro j ect in rate ba se that would otherwise qualify for AfUDC 

1 5 treatment per Sectio n ( 1 ) (a l . 

16 ( 2 l The applic able A.FUDC rate shall be determined as follo ws: 

17 ( a ) The mo s t recent 13-month average embedded cost of 

18 c ap 1Lal, e xcept a s noted belo w, s hall be derived us i ng all s o urces 

19 o f c apital and a d j us ted using adj ustments consistent with those 

20 used by the Commiss i o n i n t he u t i lity's Ce111paAy 'e las t rate case. 

21 ( b ) The cost ra t e s f o r the c o mponents in the c apital 

22 structure e hal 1 b e t he midpo int of the last allo wed return on 

2J common equity, the most recen t 13-month average cos t o f sho rt te rm 

24 debt and c ustome r depos i t s a nd a zero cost rate f o r deferred taxes 

25 and all i nvestment t ax c redits. The cos t of l o ng term debt and 

CODING: Wo rds underlined are addi tions; wo rds in 
e t r1:1 e lt tkre1:1gh t ype a r e deletions fro m existing law . 
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1 

2 pre ferred stock shall be based on end of period cost. The annual 

3 percentage rate shall be calculated to two decimal places. 

4 (el The treatl'fteftt: ey the CeMlftieeieft ef all ll'IYe8tlfteftt taM 

5 ereaite at a eere eeet rate ehall ee eentin!eftt tipeH a rttliHg fro111 

6 t he IHterHal Re·,.efttte Serviee that Btieh treat:111eftt: will Bet, for 

7 eol'!lpaAiee eleet:ee te ee treated l:iftSer e. t6(f) (ii!) of the Iftternal 

8 Re ... eftue Code, reel:ilt iA the forfeit1:1re ef the taM ereeite I Peft8il'l9 

9 r eee ipt ef e1:1eh a Pt1ling1 eaeh 1:1tility ehall eel'ltiftl:ie te l:iee the 

10 weighted everall eeet ef eapital eale1:1latee in a 111aftfter eel'leieteftt 

11 with the fiftal IRS Re!J"'latieA Seetien 1146 6 p1:1eliehe8 Hay ii!ii!1 

12 1986, ae the eeet ef the 1:1tilit:y1 e 4\ ans lG\ inveet111e1U taM 

13 ereaite . 

14 10 1 

15 ComffliaaioA ey 9eee!Mter lSi 1981, 'i'he .\RJDC eeet rate fer the 

16 i!'l ... eat l'lle At tat< eret'iit fer aA'.1' eel'llpany whieh faile to ette111it its e""" 

17 letter ruliAg re~1:1eet te the IRS shall ee ge¥erned ey the firet 

18 lette r ru liAg iee1:1ea ey the IRS in reepeftee t:e a reeftieet ett8111ittee 

19 pureuaAt te eu-BeeetieA ii!(e) of thie rttle . 

20 ( 3) Discounted monthly APUDC rate . A d iscounted month l y 

21 AFUDC rate , calculated to six decimal places, shall be employed to 

22 i nsure that t he annual AFUDC c harged does noL exceed authorized 

23 lt!vels . 

24 ( a ) The f o rmula used to discount the annual AFUDC rate t o 

25 reflect monthly compounding is a s f ollowe : 

COD ING: Words underlined are additions ; words in 
struck through t ype aro delet i ons from exis ting law. 
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M • [ (1 + ~) 1112 - l] x 100 

100 

Where: 

M • discounted monthly AFUDC rate 

A • Annua l AFUDC rate 

( b} The monthl y AFUDC rate . c arried out to six decimal 

8 p laces, shall be appl i ed to t he average monthly balance of eligi b le 

9 CWIP and NFIP that is not included i n rate base . 

1 0 (4 ) The following s chedules shall be filed with each pet ition 

11 for a c hange in AFUDC r ate: 

12 ( a ) Schedule A. A s c hedule showing the capital structure , 

13 cos t r ates and weighted average cost of capital that are the basis 

~ 4 f o r the AFUDC rate in subsection (2) 

1 5 ( b l Schedule B. A schedule showing c apital stru~ture 

16 adjustme nts including the unad justed capita l structure , reconciling 

1 7 ad j ustments and ad justed c apital s tructure that are tne basis f o r 

18 the AFUDC rate in subsec tion (2) . 

19 (cl Sched ule C. A schedule showing the calculation of the 

20 mon thly AFUDC r ate using the methodology set out i n this Rule . 

21 (5) No utility may charge or c hange its AFUDC rate without 

22 prior Commission approval. The new APUDC rate shall be effec tive 

23 the mont h f ol lowing the e nd o f t he 12 -month period u sed to 

24 e s tabli s h that rate and may not be retro a c tively applied to a 

25 previous fiscal year unless autho rized by the Commission . 

CODI NG: Wo rds underlined are additions ; wo rds in 
etr~e~ thre~!h type are del etions from existing law. 
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l 

2 (6) Each utility charging AFUDC shall include in its J'~ne ane 

3 Decembe r Earnings Rate ef ReHtrf\ Seurveillance &~porte to the 

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

5 Ru le , as we l l as disclosure of the APUDC rate it i s cur::-P.ntly 

6 c harging. 

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

8 proceeding to revise a utility' s AFUDC rate. 

:J (a) The provisions o f this rule are effective Janyary 1. 1996 

1 0 and shall be implemented by all electric utilities no later than 

11 January 1. 1 999. or the utility ' s next rate proceeding. whichever 

12 occurs firs t . Paragraphs (a) ans (8) ef e'*9eeetieft (l) ehell net be 

13 effeet:i ... e fer a fty tttility ttAtil it i111pleMents final ratee in a 

14 ~eneral rate ease initiate~ after the effective ~ate ef t h is Rttle . 

15 The fe regeing net withst&fteiAg 1 t hese previsiefts wil l beeeMe 

16 cHeeth•e fer all tttilit iee Ae later t han J'anttary 1 1 1989 . 

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

18 Law Implemented : 350.115, 366.04(2) (a), 366.06(1), P.S. 

19 History: New 8 / 11/86, Amended 11/ 13/86, 12/7/87. 

20 

21 

22 

2J 

24 

CODING: Words underlined are additions ; words i n 
etrttelt t hretigh type are deletions from existing law. 
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TO : 

FROH: 

SUBJECT : 

H f ~ Q B ~ ~ Q Y ~ 
Decf!tllbar 6, 1995 

DIVISION OF APPEALS (BELLAK) 

DIVISION OF RESEARCH ANO REGULATORY REVIEW (HEWIT~/Jtt1'/lt( 
ECONOMI C IMPACT STATEMENT; PROPOSED REVISIONS TO RULE 25-6.0141 , 
FAC , ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION (AFUDC) 

SU!!1ARY Of THE RULE 
Currently Rule 25-6.0141. FAC, Allowance for Funds Used During Constructi on 

(AFUDC), describes the criteria for determining whether a project qualifies for 
accrual of AFUDC . These criteria include a aini~um project cost ($25 ,000) and 
a constructi on peri od 1n excess of one year . 

The proposed amendment would change the criterh from a minimum doll ar 
amount of $25,000 to projects which exceed 0.5, of the sum in Accoun t 101 · · 
El ectric Plant in Servi ce, and Account 106--Completed Constructi on not 
Class ifi ed . The construction period criterta would be eliminated . Al so , 
projects under a lease agreement would be excluded from 1ccruing AFUDC . 

The purpose of the amendments is to increase the cost threshold of a 
project which wi ll quali fy for accrual of AFUDC so that projects wi ll only 
qual ify if t here w11 l be a significant financta l impact on the company . 
The ru le al so cl ar i fies t hat a ut i lity may seek approval to include a project in 
rate base that would othe rwi se qualify for AFUOC accrual . 

In addition , under current Rule 2S -6.0141(2)(c) ind (d), FAC, the 
Convn iss ion' s treatment of investment tax credits (ITC) at a zero cos t rate i s 
cont i ngent upon an IRS rul ing under Section 46(f)(2 ) of the Internal Revenue 
Code . All ITC ruling requests were to have been sent t o t he Cormiission by 
December 15 , 1987. Since that deadl ine for submi ss ion has passed, the proposed 
amendment woul d del ete the outdated infon11at ion from t he rule , and thus compl y 
wi th efforts t o el imi nate unnecessa ry or obsol ete rul es . 

Finally , t he proposed amendment states that the provis ions of t he rule are 
ef fec t ive January l , 1996, and allows a grace per iod t o implement the provi s ions 
by January 1. 1999, or the Company ' s next rate proceeding, wh ichever occurs 
f irst . 

11 
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DIRECT COSTS TO THE AGENCY AND OTHER STATE OR LQCAL GOVERtf1ENT ENTITIES 
The proposed 111endlllent all°"s a utility to file a pet1t1on to seek approva l 

t o include a project in rate base that would otherwise qualify for AFUDC 
treatment . The PSC staff would evaluate those petitions on a case-by-case basis. 
The proposed amendment is not expected to significantly increase workload for 
Co1T111ission staff since such petitions are expected to be rare. There should be 
no additional direct costs to other state or local governmental entities . 

COSTS AND BENEFITS TO THQSE PARTIES DIRECTLY AFFECTED BY THE RULE 
The proposed amendments would result in more strin9ent eligibility 

requirements, all°"1ng fewer projects to be eligible to accrue AFUDC on 
construction projects . This would reduce adal1nistrative costs associat~d with 
the determination and calculation of eligible AfUDC expenses . 

Data requests were sent to the affected 1nvestor-°"ned electric utilities 
(IOUs) wi th the original draft rule revisions containing a IS threshold level, 
of the sum total 1n the Electric Plant 1n Service--Account 101 an~ Completed 
Cohstruction not Classified--Account 106, above which projects would be allowed 
to accrue AFUDC . After conwnents by the affected utilities, the threshold in the 
draft ru le revision was lowered to O.SS of the total balance of the relevant 
accounts . 

Florida Power and Light (FPL) states that the proposed rule changes "are 
appropriate and will streamline the accounting and budgeting process and reduce 
costs . • If the proposed amendment (with a IS threshold) is adopted, FPL expects 
t o save approximately $30,000 annually in administrative costs . FPL indicated 
a potential reduction in the amount of AFUDC capitalization of between $20 
million and $30 million with a 1% threshold. With a lowered threshold to 0.5%, 
more project s would be eligible to accrue AFUDC . 

Fl orida Publt : Ut ili ties Company and Tampa Electri c Company do not expect 
an increase in admi nistrat ive costs from the proposed rule amendlnents . Gulf 
Power does not expect add i tional operating and management costs . However, r.ulf 
Power 1nd1cated that i t wou ld have a reduction in AFUDC earnings with the 
increase in threshold from $25,000 to ti of the relevant accounts. It stated 
that the 1% threshold is too large and would result in significant ;.~nn to the 
Company. The proposed 0. SS threshold should have a lesser impact on AFUDC 
earnings . 

12 
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Florida Power Corporation does not expect any significant change in costs 
t o result frOlll the adoption of the proposed rule rev1s1on, unless it ls 
determined that separate books must be mainhined for Florida Public Service 
Conrnission (retail) and the Federal Regulatory Commission (wholesale ) 
jurisdictions . However, Florida Power estimated that if the proposed rul e 
rev isions were implemented without any phase-in period the Company would have 
recorded (based on 1995 activity) $3 .2 million less AFUDC for the nine -month 
period ended Septe111ber 30, 1995 ; or a projected annual reduction in AFUOC of S4 .Z 
mil 1 ion. 

The increased threshold for AFUOC would impact rate base by not allowing 
the inclusion of construction interest in rate base as frequently . Rate base 
would not be as large with the proposed amendment because less accrued interest 
wi 11 ultimately be included . Less accrued AFUOC interest in rate base wil 1 
result in less depreciation for those project s which will impact net income . 
Less AFUDC interest in rate base will also result in less AFUOC earnings . With 
the higher threshold, projects that are not eligible to accrue AFUDC will be 
included in CWIP, and, therefore, included in rate base during the construction 
period for accounting purposes. AFUDC projects are not included in rate base 
until the construct ion project is completed . 

Project s not eligible to accrue AFUDC during construction can be included 
in rate base for surve i llance purposes, resulting in a lower achieved rate of 
return during the constructi on per iod than if the project were excluded from rate 
base . For those projects wh ich are eligi ble t o accrue AFUDC, the project cos t s 
plus the accrued interest are incl uded in rate base once the construction per iod 
is ove r . In this instance , the achieved rate of return is also lowered, but only 
after construction is completed. 

A company's future earnings on rate base will be impacted by the timing of 
a project ' s inclusion in rate base and whether the project cost includes accrued 
AFUDC . Gulf indicated t hat the c0111pany will have to •absorb the carrying costs 
of these projects pr ior to the i r in · service dates, and could resu l t in 
signi f icant harm ." Tampa Electric expressed concern that even if a project is 
included in ra t e base, the company wi 11 not recover the associated revenue 
requ i rement unt i l 1t has another rate change . However, the electric c<>11pantes 
are not current ly requesting rate increases in order to prepare for competition . 

13 
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The proposed amendments to the language regarding investment tax cred i t s 
do not benefit or cost the utilities since the companies have not been required 
t o request an IRS ruling since 1987. 

REASONABLE ALTEBNAIIVE METHODS 
Gulf Power Company expressed concern over the administrative costs of 

hav ing to calculate the balance of •Electric Plant in Service/ Completed 
Construction not Classified• each month . The c011pany suggests that, since the 
el igible project ' s proposed criteria (originally l~ percent of Electric Plant in 
Service) would require a calculation of the Electric Plant balance, 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 Electr ic .akes a suggestion regarding the concern that an increase 
in rate base will not be recovered with an appropriate return . The company 
suggests that the 

. .. implementation of the new calculation 111ethod should be required 
at the time of each company's next price change . This would ensure 
that each ut111ty will be able to adequately recover the 
expenditures required to maintain and expand the systeta that 
provides reli able electr ic service t o all ratepayers . 
Florida Power Corpora t ion (fPC) proposes the Nuclear fuel eligible for 

AFUDC should be qual 1fied in a separate manne r than the proposed amendment. 
Flor ida Power Corporation asserts that if the cost of a batch of Nuclear Fuel 
equals or exceeds the percent threshold of the balance in Account lZ0 .3-- Nuclear 
Fuel Assemblies in Reactor at the time the batch procuretnent commences, it should 
be el iglbl e t o accrue AFUOC. Florida Power & light (FPL ) believes that i f 

Const ruc t ion Work Jn Progress (CWIP) and Nuclear fuel in Process (NFIP) will not 
accrue AFUOC , then their balances should be included in the rate base. 

Florida Power Corporat ion (fPC ) proposes that two accounts be excluded from 
the calculation of el igibll ity requ irements threshold : Electric Phnt in Servi ce 
and Completed Cons truction not Classi f i ed . The CCJllPany asserts that these two 
accounts be excl uded s ince the functions represented by the accounts normally do 
not acc rue AFUOC. Furthermore, Flor ida Power Corporation proposes : 

. . . that the capitalizat ion structure cost rate cal cul ations for 
shor t term debt and customer deposits be consi stent with the 
methodology ut i lized for Survei llance reporting , with the exception 
that investment tax cred i ts (JTC's ) be el iminated . JTC' s are not a 
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source of financing new construction . Also, the reporting of the 
AFUOC rate should be 1ncluded once a year (December) in Surveillance 
reporting. 

s 

However , staff maintains t hat ITCs should not be eliminated . A utility will have 
other pre-existing sources of capitol such as debt or stock issued years ago. 
Pre -existing sources of capitol are not used to finanr~ current construction; and 
ITC i s no different from other pre-existing sources of capitol that are not being 
used to finance current construction . Therefore, ITC should not be treated 
di fferently nor eliminated . 

Finally, Florida Power and Light proposes that projects currently under 
construction should be grandfathered and continue to accrue AFUOC 1v1n though 
they would not otherwise be eligible under the propoHd rule. FPL added, 
however , that if the Conaisston determines to grandfather projects currently 
under construction, the CCMmt1ss1on should not make the grandfathering 1111ndatory . 

IMPACT ON S!1All BUSINESSES 
No di rect impact on small businesses i s foreseen as Gulf Power Company, 

Flor ida Public Ut i lities Company , Tampa Electric Company, Florida Power 
Co rporat ion , and Flor ida Power & light Company are not small business as defined 
in Section 288. 703(1) , Florida Statutes (1991) . 

IMPACT ON CQ!1PETITION 
Florida Power and Light bel ieves the proposed amendment would generate a 

competi t ive benef i t for the company . If the proposed amendment is adopted, the 
amount of AFUOC capitalized by FPL would be reduced . This reduction in the 
amount of AFUOC cap italized , plus the ce11pound in9 thereof, could imprpve FPL 's 
ability t o compete in the future and reduce the potential for stranded investment 
f rom future construct ion. But , the company stated that CWIP and NFIP no longer 
el igi ble for AFUOC must be included in rate base for all regulatory purposes so 
t hat adequate provis ion is made t o recover the carry ing costs of these 
Investment s. 

Gulf Power Company, Flor ida Public Utilities, Timpa Electr ic COMpany, and 
Flor ida Power Corporati on do not expect the proposed rul e amendments to impact 
thei r ability to compet e. 
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IMPACT ON EMPLOYMENT 
Gulf Power Company, Florida Public Utilities Company, Tampa Electri c 

Company, Florida Power Corporation, and Florida Power l light Company indicated 
t hey do not expect the proposed rule a.endllent to affect the level of e11ployment 
in their companies . 

HETHQOQLQGY 
Data requests were sent to the Investor-Owned Electric Utilities to collect 

additional economic inforllat1on . Since that date, changes have been •ade to the 
proposed revisions, and the economic i111Pacts are based on the original proposed 
threshold of 11 in this EIS . A 0. 51 threshold would change the 1iapacts expected 
but the change may not be one-half of the estimates because the size and cost of 
projects may not be linear. Discussions wtrt held with technical and legal 
staff . Related rules and statutes were exuined and referenced . Standard 
mic roeconomic analysis was used to detenaine the estimated impact . 

CBH :tf/ d-afudc .tnf 
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