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BEFORE THE FLORIDA PUBLIC SERVICE C0t1MI SSION 

In re: Northeast Florida Telephone ) 
Company , Inc .' s 1989 Depreciation Study) ______________________________________ ) 

DOCKET NO. 890788 -TL 
ORDER NO. 22414 
ISSUED: 1-11-90 

The following Commissioner participated in the di sposition 
of thi s matter: 

MICHAEL McK . WILSON , Chairman 
THOMAS t-1. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 
JOHN T. HERNDON 

NOTICE OF PROPOSED AGENCY ACTION 

ORDER PRESCRIBING DEPRECIATION RATES 
AND A RECOVERY SCHEDULE 

BY THE COMMISSION: 

Notice is hereby given by the Florida Public Service 
Commiss•on of its inten to approve t he request o f Northeast 
Florida Telephone Company, Inc. (Northeast) for new 
depreciation rates and a recovery schedu le pursuant to Sec ions 
350 . 127 and 364 .03, Florida Statutes (1987), and Rule 25-4 .1 75, 
Flo rid a Admi ni strative Code . Thi s action is p reliminary in 
nature and will become final un less a person whose i n terest s 
are s ubst antially affected files a petition for formal 
p roceeding pursuant to Rule 25-22.029 . 

Rul e 25-4.0175(7) requires telephone companies o 
periodica lly file a comprehensive deprec1at1on study at leas 
o nce every t h ree years. I n complia nce with this rule , 
Northeast filed its triennial depreciation study (Study) on 
June 12, 1988, requesting our represcription of its 
dep reciation r ates . The Study represents a comprehensive 
review o f all classes of equipment. 

We will adopt an amortization schedule t hat covers circuit 
equipment planned for retirement dunng 1989. This equipment 
is composed of D-2 Channel Banks and Span Terminal Equipment 
t ha t will be r eplaced wilh optic elect ro n ics associated with 
t he fiber cabl e toll route being installed betwP.en Macclenny 
and Jacksonville . The amount of 1nvestment to be ret ired is 
$66,450, the associated reserve 1~ $36 , 800 and the cost o f 
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removal is an estimated $500. Therefore , the unrecovered 
capital to be expensed during 1989 is $30,1 50. 

As a resu 1 t of our comprehensive revie w of the Study, we 
will prescribe the depreciatio n rates a nd componen s li sted o n 
At tachment l. In most instances, the prescribed rates mirror 
those pro posed by Nor t heast; howeve r, there are six major 
differences betwee n the Study ' s pro posal s and our Sta f f ' s 
recommendations, and these relate to the projected service 
lives and average remai ning lives of some of the equipmen t and 
to r ounding methodology . 

For the Light Trucks Account, our Staff recommends a 
7-year average service life as opposed to the 5 .7 -year life 
requested by the compa ny . Further , while Northeast suggested a 
25% net salvage for this account , ou r Staff recomme nds a 30% 
net salvage . We believe t hat current trend s in t hi s indust ry 
support our Staff ' s recommendation.; , and t hey will be approved. 

I 

Wi th respect to Digital Switc hing Equipment, o ur Staff I 
recommends a 20-year life span and a 1% i nte r im reti remen t ra te 
which resul ts in an ave rag e se r vice life of 17. 6 years and an 
average remai ning life of 13.4 yea r s . We find this 
recommendation to be reasonable, and it will be approved. 

Acco rding to No rtheast , all digital and a nalog Circui t 
Equ ipment ex ist ing in the network after 19 89 should remain in 
service. Our Staff' s review of the expected additions and 
retirements in this account for the period 1989-199 1 concluded 
t hat this activity wi 11 represent a 45% growth i n the 
investment . Staff therefo re recommends a n average serv i ce life 
o f 12 yea rs, a r emaini ng life of 8 . 8 year s a nd a ne t salvage 
value of 7% . The remaining life r ep resents a composite of the 
remaini ng life of the embedded i nvestmen t, 6 . 9 yea r s, wi t h an 
a ppropriate 1 i fe for the new investment , 12 years. w~ approve 
our Staff ' s recommendat ion. 

The Study seeks a n increase in Lhe average s~rvice l ife of 
the Public Telepho ne Equipment Accoun from t he 9 yea r s 
currently authorized to 10.5 years . Staff ' s r e v1 e w of t h is 
account has ascertai ned that its tnvestme nt ha s grown by 212% 
si nce 1985 . Based o n its belief t hat e xi sting equipment cou ld 
be rende red obso l ete through this growth and by technological 
development, Staff recomme nds that the service life of 9 years 
whi c h unde rli es t he c urrently-prescribed remaining life rate be 
maintai ned. We approve this recownendation . I 
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Staff ' s r ecommendation with regard to Metallic Cable 
recognizes future developments and industry forecasts of 
substitution of fi ber for c opper cond uctors . It is premised on 
the bel ief that the impact on a smaller compa ny wi 11 to be 
slower t han on larger companies. In addition, Stacf recommends 
that Drop and Block, Aer ia 1 , and Bu ried Cable investments be 
combi ned with their assoctated primary accounts . Also. stnce 
drop cables are considered to be minor items, Staff suggests 
that these investment no longer be maintai ned in separatP 
subaccounts. We will adopt ou r Staff's recommendations . 

The first int~roffice fiber optic toll cable went into 
service between Macclenny and Jacksonville in early 1989. 
Fiber cable ma y eventually have a longer life than copper 
cable, but ea r l y generations s hould have s horter lives than 
later generations due to refinemen ts in echnology . We a re 
aware of some replacement of the first generdtion fiber. 
Recognizing that in the past . estimates of he life o t 
equipment whose technology is evolving have tended to be too 
long, a 20-year serv ice l ife is recommended by our Staff. We 
adopt this recommendation for this equipmen t . 

Northeast requested a January l, 1989 implemen 
for its newly-prescribed depreciatio n rates. All 
calculations submitted in the Study support thi s 
believe this to be an appropriate effective ddle 
approve the requested implementation date. 

aL1 o n 
data 

r'lale. 
and 

date 
and 

We 
w i 11 

Now, therefore , in consideration of the foregoing, it is 

ORDERED by the Florida Public Service Commission t hat the 
depreciation rates a nd comno nents and the amortization schedule 
of No r t heast Telephone Company, Inc. are hereby ad justed and 
repres cribed as set forth in the body of t h is Order and as more 
particularly identified in the attachments appended to this 
Order . It is further :::-

ORDERED t hat t hi s docket s hall be closed at the expiration 
of t he period established below if a proper prolest has not 
been received. 
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By ORDER of the Florida Public Service Commission , 
this day of 

Reporti 'lq 

(SEAL) 

DLC 

NOTICE OF FURTHER PROCEEUlNGS OR JUDICIAL REVIEW 

The Florida Public Service Commi s sion is requit e d by 
Sect1on 120.59(4) , Florida Stalulcs , t o no tify parties of any 
administrative hearing o r judicial review of C~mmi ssion o rder s 
that is available under Sections 120.57 or 120.68, Flor i d a 
Statutes, as well as Lhe procedures and time l · mit s ha t 
apply . This notice should not be c o n s true d t o mea n all 
requests for an adminislrative he aring or judi c i a l revi e w wil l 
be granted or result in the relief s ought . 

The action pro posed herein is preliminary in naLurc a nd 
will not become effective or final, excep t as p r ov ided by Rul e 
25-22.029, Florida Admi'listrative Code. Any perso n whose 
substantial interests are affected by the acti o n pro pos ed by 
this order may file a petition for a formal proceeding, a s 
provided by Rule 25 - 22.029(4), Flo rrda Administrative Code, in 
the form provide d by Rule 25-22.036(7)(a) and {f), Flo rida 
Administrative Code . This petition must be received by the 
Director, Division of Records and Repo rting at his office at 
101 East Gaines Street, Tallahas see, Flo rida 32 399- 0870, by the 
close of business on FebruarL..!:_, 1990 
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In the absence of such a pet ition, th1s order shall become 
effective o n the da y subsequent to the above daLe as pro vided 
by Rule 25-22 . 029(6 ) , Florida Administrative Code, and as 
reflected i n a subsequent orde r. 

Any objection or protest filed in his docket before Lhe 
issuance date of this o rd r is considered abandoned unless it 
satisfies the foregoing conditions a nd is renewed with1n Lhe 
specified protest period. 

If this order becomes final and effective o n Lhe date 
described above, any party adversely affected may request 
judicial review by the Florida Supreme Court in the case of an 
electric , gas or telepho ne utility or by the First District 
Court of Appeal in the case of a water or sewer utility by 
fili ng a notice of appeal with the Director, Division o ( 
Records and Reporting and filing a copy of Lhe notice of appeal 
and the fili ng fee with the appropriate cour . Th1s fillng 
must be completed within th1rty (10) days o t the effective date 
of this o rder, pursuant to Rule 9.110, Florida Rules of 
Appellate P r ocedure. The notice of appeal must be in t he f otm 
s pecifi e d in Rule 9 . 900(a) , Florida Ru les o f Appellate 
Procedu rf'. 
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