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December 18, 1996 

Mr. Carroll Webb 
Joint Administrative Procedures 

Committee 
120 Holland Building 
Tallahassee, Florida 32399 

Re: Docket No. 951-sfS-EI - Proposed Revisions to Rule 25-
6 . 0141, F.A.C., Allowance for Funds Used During 
Construction (AFUDC) 

Dear Hr. Webb: 

The Commission has approved the amendment of Rule 25-6.0141 
with changes. 

Enclosed is the notice of change, which was published in the 
FAW on November 27, 1996, and the statement of changes for the 
p r oposed amendment of Rule 25-6.0141. 

--
WEAOl•l• ---
Enclosure 

Sincerely, 

~c. Bit~ 
Richard c. Bellak 
Associate General Counsel 

-Cc : Division of Records & Reporting 
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STAIF.MENI OF CffANGES 

(9) On a prospectiye basis. tho Conpnission. upon its own motion. 

may determine that the potential impact on rates may reguire the 

exclusion o f an a,mount of cwIP Crom A utility's rate base that 

does not quality for AFJJPC treatment per Section Cll Cal and to 

allow the utility to accrue AFUPC on that excluded amount. 



1 25-6.0141 Allowance For Funds Used During Construction. 

2 (k) Construction work in progreaa (CWIP) or nuclear fuel in 

3 process (NFIP) not µnder a lease agreement that is not included in 

4 rate base may accrue allowance for fund• uaed during construction 

5 (AFUDC), under the following conditions: 

6 (a) Eligible projects. The following projects may be 

7 included in CWIP or NFIP and accrue AFUDC: 

8 1. Projects that involve gross additions to plant in excess 

9 of o . 5 percent of the •um of the total b;,lance in Account 

10 101 Electric Plant in Seryico. and Account 106. 

11 Completed Con1tructiop not Cla11ifi1d. at tho time the 

12 pro1ect convnences ea&,888 and 

13 a. are expected to be completed in excea1 of one year after 

14 commencement of construction, or 

15 b . were originally expected to be completed in one year or 

16 less and are suspended for six month• or more, or are not 

17 ready for service after one year. 

18 (b) Ineligible projects. The following projects may be 

19 included in CWIP or NPIP, but may not accrue AFUDC: 

20 

21 

22 

23 

2 4 

25 

1. 

2. 

Projects, or portions thereof, that do not exceed the 

level of CWIP or NPIP included in rate base in the 

utility's ee...,afty'e last rate case. 

Projects where gross additions to plant are less than 0.5 

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

Electric Plant in Seryico. and Account 106 - Completed 
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1 

2 

3 3. 

4 

5 4 . 

6 

Construction not Clasaified. at the timc tho proiect 

coggnencea $as,eee e• leee. 

Projects expected to be completed in less than one year 

aft er commencement of construction. 

Property that bas been classified as Property Held for 

Future Use. 

7 (c) Unless otherwise authorized by the Commission, the 

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

9 AFUDC: 

10 l. 

11 2. 

12 3. 

13 

14 4. 

15 

Projects that are reimbursable by another party. 

Projects that have been cancelled. 

Purchase• of asaets which are ready for service when 

acquired. 

Portions of projects providing service during the 

construction period. 

16 (d) Other conditions . Accrual of AP'UDC ia subject to the 

17 following conditions : 

18 

19 

20 

21 

22 

23 

24 

25 

l. 

2. 

3. 

Accrual of AFUDC is not to be reversed when a project 

originally expec ted to be completed in excesa of one year 

is completed in one year or less; 

AFUDC may not be accrued retroactively if a project 

expected to be completed in one year or less is 

subsequently suapended for aix months, or is not ready 

for service after one year; 

When a project is completed and ready for service, it 
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1 

2 

3 

4 4. 

s 

6 

7 

8 s. 

9 

10 

11 

12 

13 

14 6 . 

15 

1 6 

17 

18 

19 

20 

shall be immediately transferred to the appropriate plant 

account (a) or Account 106, Completed Construction Not 

Classified, and may no longer accrue APUDC; 

Where a work order covers th• 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 status; 

When the construction activities for an ongoing project 

are expected to be suspended for a period exceeding six 

(6) months, the utility shall notify the Commission of 

the suspension and the reason(•) for the suspension, and 

&hall submit a ·proposed accounting treatment for the 

suspended project; and 

When the construction activities for a suspended project 

are resumed, the previouely accumulated costs of the 

project may not accrue AFODC if such 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 ill rate base for 

ratemaking purposes. 

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

22 and Account 120 .l, Nuclear Fuel in Process of Refinement, 

23 Conversion, Enrichment and Fabrication, shall be subdivided so as 

24 to segregate the cost of construction projects that are eligible 

25 for AFODC from the cost of conetruction projects that are 
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l ineligible for AFUDC. 

2 1'.L Prior to the cogpencement of constrµctiop op 1 croiect. 

3 a utility !DAY file a petition to 111k apprgyal to include an 

4 ipdiyidual Pro1oct ip rate b4•• th4t wguld otheryiao qualify for 

s AftJDC troatmnt P'r Section CU (al. 

6 M On a protpectin baaia. tho Csgi11iop . upop its own 

7 motion. mav dotomipe th4t tho potential impact op rates mav 

e require tho oxclu1iop of an •mount of CHIP frgm a utility's rate 

9 base that cioe• pot qualify for AfQPC treatment per Soctiop (l) !a) 

10 apd to allow tho utility to 1ccrµ1 AFQDC on tbat excluded amoupt. 

11 (2) The applicable AFUDC rate 1hall be determined a1 follows: 

12 (a) The moat recent 13-month average embedded cost o f 

13 capital, except aa noted below, ahall be derived uaing all sources 

14 of capi tal and adjusted uaing adjuatmenta consiatent with those 

15 used by the Commiaaion in tho utility's g,.,..,. .• last rate case . 

16 (b) The coat ratea for the component• in the capital 

17 structure shall be the midpoint of the last allowed return on 

18 common equity, the moat recent 13-month average coat of abort te rm 

19 debt and cuatomer depoai ts and a z~ro co1t rate for deferred taxes 

20 and all inveatment tax credita. The coat of long term debt and 

21 preferred atock 1hall be based on end of period coat . The annual 

22 percentage rate •hall be calculated to two decimal places. 

25 tshe Il'lte .... 1 Rerl:JOl'l-*O Sel'Viee tshe• ''*•h ts•••'.,"" will Bet , feP 
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9 Eland:aaiee lty 9aaeM•• 15 1 191'7 s 'l'he APU8e e••• •••• fer bhe 

10 iBfeJa•••e•• •• ••etli• ••• MlY aa.,afty whieh fail• •• .W..i• i•• eWft 

11 le•••• Nl'-9 ••..-.e•• •• •he IM •hall lte t• celf'fteli lty •h~ fi:ret 

13 ·~•YIR'l •e llWl8ee•iH a(e) ef •M• Nles 

14 (3) Diacounted monthly AFODC rate. A discounted monthly 

15 AFODC rate, calculated to aix decimal place•, •hall be employed ~o 

16 in•ure that the annual AFUDC charged doe• not exceed authorized 

17 levels. 

18 (a) The formula uaed to di•count the annual AFUDC rate to 

19 reflect monthly compounding is aa follow•: 

20 M • [ ( l + ..L) itu - l) x 100 

21 100 

22 Where : 

23 M • discounted monthly AFUDC rate 

24 A • Annual AFUDC rate 

25 (b ) The monthly APUDC rate, carried out to aix decimal 
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l pl aces, shall be applied to the average monthly balance of •ligiblo 

2 CWIP and NPIP that ie not included in rate baae. 

3 (4) The following schedule• shall be filed with ~ach petition 

4 for a change in AFUDC rate: 

5 (a) Schedule A. A schedule ahowing the capital structure , 

6 coat rates and weighted average co•t of capital that ar• the basis 

7 for the AP'tJDC rate in •ub•ection (2). 

8 (b) Schedule B. A achedule ahowing capital atructure 

9 adju•tments including the unadju•ted capital atructure, reconciling 

10 adjustment• and adjuated capital atructure that are the baaie for 

11 the AFUDC rate in eubaection (2) . 

12 (c) Schedule C. A schedule ahowing the calculation of the 

13 monthly AFUDC rate using the methodology aet out in thi• Rule . 

14 (5) No utility may charge or change ita AFUDC rate without 

15 prior Commiaaion approval. The new AP'UDC rate shall be effective 

16 the month following the end of the 12-month period used to 

17 establish that rate and may not be retroactively applied to a 

18 previous fiscal year unleaa authorized by the Commission . 

19 (6 ) Each utility charging AFUDC •hall include in ita .Jw.e afte 

20 December Earning• Ral\e ef Rel\'tlrft ~rveillance g.eporte to the 

21 Commission Schedule• A and B identified in aubeection (4) of this 

22 Rule , as well as disclosure of the AP'UDC rate it i• currently 

23 c harging. 

24 (7) The Commission may, on its own motion, ir.i tiate a 

25 proceeding to reviae a utility's AFUDC rate. 
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1 lal. lash utility shall inglude in its Porecaated Surveillance 

2 &eoort A 1chodule of indiyidual pro1ects that commence during that 

3 forecasted period and are estiMtod to equal or exceed a gross cost 

4 of s10.ooo.ooo. The acbtdulo shall inglude the following minimum 

5 information; 

6 .Lal Dl•sription of thl pxo1egt. 

7 ill latigiated total c0 st of the pro1oct. 

8 ~ Estirpated cone.trust ion c~ncement data. 

9 lsil E1titp1ted in-11ryic1 dlte. 

10 The proyisiona of thia rule are eff1gtiyo January 1. 

11 1996 and 1hall bt iQ1Rlement1d by all electric utilitio1 no later 

12 than J&puary 1. 1999. or tho utility' 1 noxt rate prgceeding. 

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

19 Law Implemented; 350.115, 366.04(2) (a! , 366.06(1), F.S. 

20 History: New 8/11/86, Amended 11/13/86, 12/7/87,,__~~~-

21 

22 

23 

24 

25 
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