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State of Florida

L 4 L 4 .. <&
Jublic Serfice Qommizsion
CAPITAL CIRCLE OFFICE CENTER ¢ 2540 SHUMARD OAK BOULEVARD
TALLAHASSEE, FLORIDA 32399-0850

-M-E-M-0O-R-A-N-D-U-M-
DATE: October 17, 2013
TO: Kathryn G.W. Cowdery, Senior Attorney, Office of the General Counsel
FROM: C. Donald Rome, Jr., Public Utility Analyst II, Division of Economics M,
RE: Statement of Estimated Regu]atory Costs for Proposed Amendments to Rule 25-

6.0423, Florida Administrative Code (F.A.C.), Nuclear or Integrated Gasification
“ombined Czcle Power Plant Cost Recovery

The purpose of existing Rule 25-6.0423, F.A.C.,, is to establish alternative cost recovery
mechanisms for the recovery of costs incurred in the siting, design, licensing, and construction of
a nuclear or integrated gasification combined cycle power plant, as required by Section 366.93,
Florida Statutes (F.S.). The rule amendments will implement changes to Section 366.93, F.S.,
passed during the 2013 legislative session by Chapter 2013-184 Laws of Florida. These changes
to Rule 25-6.0423, F.A.C., are being recommended so that agency rules will continue to be
consistent with the requuements of the empowering statute. Therefore, any economic impacts
that might be incurred by affected entities would be a result of changes to Section 366.93, F.S.,
and not caused by the recommended changes to Rule 25-6.0423, F.A.C. Key changes that are
discussed in the attached Statement of Estimated Regu]atory Costs (SERC) are summarized

below.

Draft Paragraph 25-6.0423(2)(j), F.A.C,, is being recommended to implement changes to
Subsection 366.93(2), F.S. In accordance with the statutory changes effective July 1, 2013,
carrying costs shall be calculated using a utility’s most recently approved allowance for funds
used during construction (AFUDC) rate at the time an increment of cost recovery is sought.
Therefore, affected investor-owned utilities are required to apply a different AFUDC rate
subsequent to July 1, 2013, than they were required to apply prior to the revision to statute.

Draft Subsection 25-6.0423(3), F.A.C., provides that a utility may file a petition for
Commission approval pursuant to Subsection 366.93(3), F.S., in the annual nuclear or integrated
gasification combined cycle cost recovery (NCRC) proceeding, or in a separate proceeding
limited in scope to address only the petition for approval. The draft rule does not require utilities
to file petitions for approval outside of the Commission’s annual NCRC process; it merely offers

utilities that option if they wish to choose it.

In accordance with the changes to Subsection 366.93(3), F.S., effective July 1, 2013,
affected utilities are required to submit additional petitions to the Commission for approval.
Paragraph 366.93(3)(c), F.S., provides that after a utility obtains a plant license or certification, it
must petition the Commission for approval before proceeding with preconstruction work beyond






FLORIDA PUBLIC SERVICE COMMISSION
STATEMENT OF ESTIMATED REGULATORY COSTS
Section 25-6.0423, F.A.C.

1. Will the proposed rule have an adverse impact on small business?
[120.541(1)(b), F.S.] (See Section E., below, for definition of small business.)

Yes []] No [X
If the answer to Question 1 is “yes”, see comments in Section E.

2. Is the proposed rule likely to directly or indirectly increase regulatory costs in
excess of $200,000 in aggregate in this state within 1 year after
implementation of the rule? [120.541(1)(b), F.S.]

Yes [] No [X

If the answer to either question' above is “yes”, a Statement of Estimated Regulatory
Costs (SERC) must be prepared. The SERC shall include an economic analysis

showing:

A. Whether the rule dlrectly or lndirectly

(1) Is likely to have an adverse impact on any of the foIIowmg in excess of $1
million in the aggregate within 5 years after implementation of the rule?

[120.541(2)(a)1, F.S.]
Economic growth Yes[] No [X
Private-sector job creation or employment Yés [J No X
Private-sector investment Yes[] No

(2) Is likely to have an adverse impact on any of the foIIowihg in excess of $1
million in the aggregate within 5 years after cmplementatlon of the rule?

[120.541(2)(a)2, F.S.]

Business competitiveness (including the ability of persons doing
business in the state to compete with persons doing business in other
states or domestic markets) Yes [] No [X
Productivity Yes [] No X

Innovation Yes [] No [X




(3) Is likely to increase regulatory costs, including any transactional costs, in
excess of $1 million in the aggregate within 5 years after the implementation of

the rule? [120.541(2)(a)3, F.S.]
Yes [] No [X

Economic Analysis: A summary of the recommended rule revisions is included in
the attached memorandum to Counsel. Specific elements of the associated
economic analysis are discussed below in Sections B through F of this SERC.

The recommended rule amendments will implement changes to Section 366.93,
Florida Statutes (F.S.), that were enacted during the 2013 legislative session.
These changes to Rule 25-6.0423, Florida Administrative Code (F.A.C.), are
being recommended so that agency rules will continue to be consistent with the
requirements of the empowering statute as revised during the 2013 legislative
session. Therefore, any economic impacts that might be incurred by affected
entities would be a result of statutory changes to Section 366.93, F.S., and not
caused by the recommended changes to Rule 25-6.0423, F.A.C.

Staff submitted a data request to entities that would be required to comply with
the draft rule revisions. Based upon the information provided in response to the
data request, staff believes that none of the impact/cost criteria established in
Paragraph 120.541(2)(a), F.S., will be exceeded as a result of the recommended

revisions.

B. A good faith estimate of: [120.541(2)(b), F.S.]

(1) The number of individuals and entities likely to be required to comply with the rule.

Potentially affected entities include two investor-owned electric utilities in Florida with
nuclear generation facilities that serve a total of approximately 6.29 million retail Florida
customers. Other Florida investor-owned electric utilities also would be affected if they
seek to add nuclear or integrated gasification combined cycle power plants in the future.

2) A generél description of the types of individuals likely to be affected by the rule.

Staff sent a data request to two investor-owned electric utilities (Duke and FPL) that
would be required to comply with the draft rule revisions. The response provided by
Duke indicated that the utility did not have any projects that would be affected by the
recommended rule amendments. Therefore, the statutory changes underlying the
recommended rule changes are currently expected to affect one investor-owned utility,
FPL, that serves approximately 4,617,500 retail customers. Of this total, approximately
4,085,000 customers are residential, 519,900 are commercial, and 12,600 are industrial
and miscellaneous "other" customers. [Source: FPL 2013-2022 Ten-Year Site Plan]
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C. A good faith estimate of. [120.541(2)(c), F.S.]

(1) The cost to the Commission to implerrient and enforce the rule.
X] None. To be done with the current workload and existing staff.
[] Minimal. Provide a brief explanation.

[] Other. Provide an explanation for estimate and methodology used.

(2) The cost to any other state and local government entity to implement and enforce
the rule.

[XI None. The rule will only affect the Commission.

[] Minimal. Provide a brief explanation.

[] Other. Provide an explanation for estimate and methodology used.

(3) Any anticipated effect on state or local revenues.
X None

[] Minimal. Provide a brief explanation.

[] Other. Provide an explanation for estimate and methodology used.

D. A good faith estimate of the transactional costs likely to be incurred by individuals
and entities (including local government entities) required to comply with the
requirements of the rule. “Transactional costs” include filing fees, the cost of obtaining a
license, the cost of equipment required to be installed or used, procedures required to
be employed in complying with the rule, additional operating costs incurred, the cost of
monitoring or reporting, and any other costs necessary to comply with the rule.

[120.541(2)(d), F.S.]




] None. The rule will only affect the Commission

[(] Minimal. Provide a brief explanation.
Other. Provide an explanation for estimate and methodology used.

The statutory changes that triggered the initiation of the current rulemaking effort
have two primary effects related to transactional costs on the affected utility and
its customers: (1) changes in carrying cost rates to be used at the time cost
recovery is sought by the utility from the Commission, and (2) requirements for
additional information to be submitted by the utility in nuclear cost recovery filings

with the Commission.
(1) Changes in carrying cost rates

Rule Paragraph 25-6.0423(2)(j), F.A.C., is being recommended to implement
changes to Subsection 366.93(2), F.S. In accordance with the statutory changes
effective July 1, 2013, carrying costs shall be calculated using the utility's most
recently approved pretax allowance for funds used during construction (AFUDC)
rate at the time an increment of cost recovery is sought. FPL's response to
staff's data request states that the utility currently applies a lower AFUDC rate as
a result of the statutory changes. Thus, for the projects on which FPL calculates
carrying costs, the amount of carrying costs recoverable by the utility from its
customers through the utility's capacity cost recovery clause is reduced.

Prior to July 1, 2013, FPL applied a pretax AFUDC rate of 11.04 percent.
Subsequent to July 1, 2013, the applicable pretax AFUDC rate is 9.63 percent.
This translates into an estimated reduction in recoverable carrying costs from
utility customers of $5,715,995 through 2018 as shown below:

Year 2013:
Year 2014:
Year 2015:
Year 2016:
Year 2017:
Year 2018:
Total reducti

$598,316
$1,025,133
$992,636
$1,024,068
$1,035,755
$1,040,087

on: $5,715,995

[Source: FPL response to staff data request]

[NOTE: For purposes of this example, the current pretax AFUDC rate was
assumed to be constant through 2018. Also, the potential impacts of over- or

under-recoveries (e.g., for a given year) were not considered. These estimates
are based on projected pre-construction costs and are subject to future revision.]

Although FPL's allowable recovery of carrying costs is reduced, all of the utility's
customers may benefit by paying less through their electric bills. Therefore,
changes to Subsection 366.93(2), F.S., and the recommended rule paragraph
25-6.0423(2)(j), F.A.C., are not anticipated to result in additional transactional

regulatory costs.




(2) Additional Transactional Costs Associated with Cost Recovery Proceedings
(a) Option of Filing Separate Limited Proceedings for Cost Recovery Approval

Recommended Rule Subsection 25-6.0423(3), F.A.C., provides that a utility may
file a petition for Commission approval pursuant to Section 366.93(3), F.S., in the
annual nuclear or integrated gasification combined cycle cost recovery (NCRC)
proceeding, or in a separate proceeding limited in scope to address only the
petition for approval. As such, a utility has the option of when it may choose to
file a petition for approval with the Commission pursuant to Section 366.93(3),
F.S. To the extent that statutory changes might cause possible incremental
transactional costs to the utility in association with its petitions for approval, it is
anticipated that in most cases, any incremental transactional costs that might be
incurred by the utility would be less in conjuction with the annual NCRC
proceeding than what they potentially could be in a separate proceeding.

In its response to staff's data request, FPL stated that there are two general sets
of circumstances which could affect the decision as to whether a limited
proceeding outside of the annual NCRC proceeding might be pursued: (1) the
relative timing of the receipt of the final license or certification of a project with the
annual NCRC filing, and (2) the relative duration of a limited proceeding in

comparison to the annual NCRC filing.

s

FPL stated that it might be granted licenses or other certifications out of
synchronization with the Commission's NCRC cycle, which potentially could
make it advantageous to file a separate request for approval to proceed. it also
is possible that project benefits would be deferred by some period of time if the
utility were to wait for the next annual NCRC cycle, in which case the utility might

choose to initiate a separate approval proceeding.

In deciding whether to lnltlate a separate proceeding, FPL stated it would

consider whether it would be more advantageous for its customers if it were to
proceed with a limited petition outside of the NCRC process. In such a case, the
utility might pursue approval on a time frame that is shorter than the annual

NCRC proceeding.

Recommended Subsection 25-6.0423(3), F.A.C., does not require utilities to file
petitions for approval outside of the Commission's annual NCRC process; it
merely offers utilities that option. Based on FPL's response to staff's data
request, it appears that the utility would choose the option of a separate limited
proceeding only in situations where the benefits of doing so would warrant it.
Therefore, it appears to be unlikely that the possibility of potential incremental
transactional costs would pose a significant barrier to utilities that might wish to
exercise their choice to file separate limited proceedings.

(b) Additional Filings Required by Statutory Changes

Revisions to Commission rules are being recommended to implement changes to
Subsection 366.93(3), F.S. Effective July 1, 2013, statutory changes require an
affected utility to make the following filings with the Commission for approval:
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-- Approval to proceed with preconstruction work [366.93(3)(c), F.S.]

--- Approval of any preconstruction materials or equipment purchases that
exceed one percent of the total projected cost for the project [366.93(3)(d), F.S.]
-- Approval to proceed with the construction phase [366.93(3)(e), F.S.]

-- Approval of a petition demonstrating that the utility remains intent upon
building the plant, if construction has not begun with 10 years of receipt of a
combined operating license [366.93(3)(f)1.a., F.S.]

-- Approval of a demonstration by the utility in each cost recovery filing that it has
committed sufficient, meaningful, and available resources to enable the project to
be completed and that its intent is realistic and practical [366.93(3)(f)3., F.S.]

In its response to staff's data request, FPL stated that it potentially could incur
some incremental transactional costs when seeking Commission approval of
petitions to proceed with preconstruction work, for purchases that exceed 1
percent of total projected costs, and to proceed with the construction phase. FPL
states that the incremental costs associated with such filings would depend on
the nature and extent of the request and related regulatory proof required
(witnesses, documentation), the extent of discovery, and other Commission
requirements. To the extent that approval is sought during the course of FPL's
annual NCRC proceeding, some of these costs may be avoided.

Regarding petitions submitted for Commission approval pursuant to
Subparagraph 366.93(3)(f)1.a., F.S., and to Subparagraph 366.93(3)(f)3., F.S.,
(as implemented by recommended Rule Subparagraph 25-6.0423(6)(c)5.,
F.A.C.), FPL stated that the Commission's review was anticipated to occur in
conjunction with the annual NCRC proceedings, during which the utility would
demonstrate continued feasibility of the project. FPL indicated that it did not
expect that compliance with the "intent to build" and "intent to construct”
provisions of the statutes would result in material additional transactional costs to

the company's annual NCRC filings.

Although FPL was unable to provide an estimate of potential incremental
transactional costs at this time, none of the information presented in the
response to staff's data request indicated that the utility anticipated any
significant economic impacts. Also, as noted in Section A, above, any economic
impacts that might be incurred by affected entities would be a result of statutory
changes to Section 366.93, F.S., and not caused by the recommended changes

to Rule 25-6.0423, F.A.C.




E. An analysis of the impact on small businesses, and small counties and sméll cities:
[120.541(2)(e), F.S.]

(1) “Small business” is defined by Section 288.703, F.S., as an independently owned
and operated business concern that employs 200 or fewer permanent full-time
employees and that, together with its affiliates, has a net worth of not more than $5
million or any firm based in this state which has a Small Business Administration 8(a)
certification. As to sole proprietorships, the $5 million net worth requirement shall
include both personal and business investments.

XI No adverse impact on small business.

[ Minimal. Provide a brief explanation.
(] Other. Provide an explanation for estimate and methodology used.

It is difficult to estimate the number of the affected utility's customers that would
meet the definition of "Small Business" as defined in Section 288.703, F.S.
However, as indicated in Section D, above, significant incremental transactional
costs that potentially might be passed on to utility customers are not anticipated.
Also, as noted in Section A, above, any economic impacts that might be incurred
by affected entities would be a result of statutory changes to Section 366.93,
F.S., and not caused by the recommended changes to Rule 25-6.0423, F.A.C.

(2) A “Small City” is defined by Section 120.52, F.S., as any municipality that has an
unincarcerated population of 10,000 or less according to the most recent decennial
census. A “small county” is defined by Section 120.52, F.S., as any county that has an
unincarcerated population of 75,000 or less according to the most recent decennial

census.

X No impact on small cities or small counties

] Minimal. Provide a brief explanation.

[] Other. Provide an explanation for estimate and methodology used.

"Small cities" and "small counties" as defined by Section 120.52, F.S., are not
expected to be affected other than in the unlikely scenario where such entities
might be direct customers of the affected utility. However, as indicated in Section
D, above, significant incremental transactional costs that potentially might be
passed on to utility customers are not anticipated. Also, as noted in Section A,
above, any economic impacts that might be incurred by affected entities would
be a result of statutory changes to Section 366.93, F.S., and not caused by the

recommended changes to Rule 25-6.0423, F.A.C.




F. Any additional information that the Commission determines may be useful.
[120.541(2)(f), F.S.]

[X] None.

Additional Information:

G. A description of any regulatory alternatives submitted and a statement adopting the
alternative or a statement of the reasons for rejecting the alternative in favor of the

proposed rule. [120.541(2)(g), F.S.]
Xl No regulatory alternatives were submitted.
] A regulatory alterative was received from
[] Adopted in‘ its entirety.

[[] Rejected. Describe what alternative was rejected and provide
a statement of the reason for rejecting that alternative.
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