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BErORE TilE FLOR IDA PUBLIC SERVICE COMMI SSION 

IN RE : Ame ndment of Rules 25- 4 . 0 175 , 
25-6.0436, and 25 - 7 . 045, F . A. C., 
De preciation for Telephone, Electric, 
and Gas Utilities. 

DOCKET NO . 910747-PU 

ORDER NO. 2~087 

ISSUED : 9/23/91 

NOTICE Of RULEMAKING 

NOTICE is hereby given that the Commission, pursuant t o section 
12 0 . 5 4, Florida Statutes, has initiated rulemaking to amend Rules 25-
4.0175, 25-6 . 0436, and 25-7 . 045 , f . A.C. , r elating to depr eciation for 
telephone, electric, and gas utilities . 

The attached Notice of Rulemaking (25-4.0175, deprec i ation for 
t elephone companies) will appear in the September 27 , 1991, edition 
of the Florida Administrative Wee kly . If requested, a hear i ng will 
be held at the following time and place : 

9 : 30 a.m . , Mo nday , December 2, 1991 
Room 122, Fletcher Building 
101 East Gai nes Street 
Tallahassee , Fl o r ida 

I 

Written r equests for hearing and written comments or suggestions on I 
the rules must be receiveJ by the Director, Division of lecords and 
Reporting , Florida Publ ic Service Commission , 101 East Gaines Street, 
Tallahassee , FL 32399 , no later than October 18 , 1991 . 

By Direction of the Florida Public Service Commission , thi s 
23rd day of SEPTJ-;!-IBER 1991 

(SEAL ) 

WEW 

a md9 174 7 . cjp 

, Director 
ecords & Reporting 

OCCU~1:~H t-i 'J~:J:R-U .~ TE 

0 9 4 0 1 SEP 23 1931 

FPSC-RECOR~S/REPORTING 

I 
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FLORIDA PUBLIC SERVICE COm1ISSION 

DOCKET NO . 910747 -PU 

RULE TITLE: 

Depreciatio n (Telephone) 

RULE NO. : 

25-4 . 0 175 
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PURPOSE AND EFFECT: The purpose of the amendment to this rule is to 

implement minor procedural changes in the Commission's requirements 

regarding depreciation for telephone companies. The e ffects of the 

rule amendment are : 1) Telephone companies would be required o f ile 

15 copies of depreciation studies rather than the current requirement 

of 10 copies . 2) The Commission would be able to establish the I effective d a t e for preliminary booking of deprecia t ion rates by 

issuing an o r der without the current r e quireme nt of a pr1or request 

by the t elephone company . 3) Telephone companies would be required 

to include information on recovery and amortization schedules 

c urre ntly in effect with any new filing. 4) Telepho ne companies 

would be allowed to . ncorporate certain deprecia t ion r elated 

informatio n as part of the Annual Report, and are no longer r e q uired 

to file this information separate ly with the Division of Auditing and 

Financial Analysis . 

SUMMARY: The rule amendments wo u ld allow for more efficient 

processing and analysis o f depreciation information for ratemaking 

purposes by impleme nt ing mino r procedural c hanges t o the Commission ' s 

I requirements. 

RULEMAK ING AUTHORITY : 350 . 127(2) , F.S. 
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LAW IMPLEMENTED: 350 .115, 364.03, F . S . 

SUMMARY OF THE ESTIMATE OF ECONOMIC IMPACT OF THESE RULES : Telepho ne 

compa n ies would i nc ur ve ry small i nc r eases in r eproductio n cos s due 

to the five ( 5) additional copies of d e preciation stud ies whi~n would 

be filed with the Commission . The addition of information on 

currently effective recovery and amorti zation schedules t o all 

f il i ngs will only slight l y i nc r ease wo r k f or the telephone companies 

because tha t information is r ead ily available to the companies . The 

tele phone companies would rea lize a slight decrease in costs because 

I 

they wil l no longer be required to submit separate depreciatio n 

related i nformation wi th the Division of Aud i ting and Financial I 
Analysis . 

WRITTEN COMMENTS OR SUGGESTIONS ON THE PROPOSED RULES MAY BE 

SUBMITTED TO THE FPSC , DIVISION OF RECORDS AND REPORTING, WITHI N 21 

DAYS OF THE DATE OF THIS NOTICE FOR I NCLUSION I N THE RECORD OF TH E 

PROCEEDING . IF REQUESTED WITHI N 21 DAYS OF THE DATE OF THIS NOTICE, 

A HEARING WILL BE HELD AT THE DATE AND PLACE SHOWN BELOW : 

TIME AND DATE: 9 : 30A . M. , December 2 , 199 1 

PLACE : Room 122 , 101 East Gai nes Street, Tallahassee , F l o rida . 

THE PERSON TO BE CONTACTED REGARDI NG THESE RULES AND THE ECONOMIC 

IMPACT STATEMENT IS : Director of Appea l s , Florida Public Service 

Commission, 10 1 East Gaines Street , Tallahassee , Florida 32399 

THE FULL TEXT OF THE RULE I S : 

25-4 . 0 175 Deprecia ion. I 
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(1) For the purposes of this part, the following defin i tions 

shall apply: 

(a) Category or Category of Depreciable Plant - A grouping of 

Plant for which a depreciation rate is prescribed . At a min mum it 

should include each plant account prescribed in Rule 25-4 . 017 , F . A.C. 

(b) Embedded Vintage - A vintage of plant in service as of the 

date of study or implementa ion of proposed rates . 

(c) Equal Life Group Method - The method of calcula ing a 

depreciation rate based on the life expectations of thA units 

cons t ituting a vintage group . The vintage group is divided into 

sub-groups, each of which is expected to live an equal life. The 

required capitol recovery for the vintage is then the summotion of 

the requirements for each equa l 1 i fe group . As a n example : A 

vintage consists of three $100 units, A, B, and C, expected to live 

2, 4, and 5 years . To recover each during its own service life will 

require annual accruals of $50 , $25, and $20 respectively in the 

followi ng manner : 

Accruals in Years 

1 2 3 4 5 

A $50 50 

B $25 25 25 25 

c $2 0 20 20 20 20 

Vintage Totals $95 $95 $45 $4 5 $20 

(d) Mortality Data - Hi s torical data by s tudy category s' owing 
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plant balances, additions, adjustments a nd retirements, used 1n 

analyses for life indications or for calculations of realized life . 

Preferably , this is aged dnta in accord with the following : 

1. The number of plant items or equivalen t un its (usually 

expressed in dollars) added each c a lendar year. 

2. The number of plant items reti r ed (usually expressed in 

dollars) each year and the dis t ribution by years of placing 

of such retirements . 

3. The net increase or decrease resul t ing from pu r chases, sales 

or adjustments , and the distribution by years of placing of 

suc h amounts . 

4 . The number that remains in service (usually expressed in 

dollars) at the end of each year and the distribution by 

years of placing of such amounts. 

(e) Remain ing Life Method The method of calculating a 

deprecia t ion rate based o n the unrecovered plant balance, less 

a verage future net salvage and the average remaining 1 i fe . The 

formula fo r calculating a Remaining Life Rate is : 

Remaining Life • 100\ - Res erve% - Average Future Net Salvage\ 

Rate Average Remai n i ng Life in Years 

(f) Reserve Data - Historical data by s t udy category showing 

reserve bala nces, debits and credits such as booked depreciation 

expense , salvage and cost of removal and adjus t ments t o the reserve 

utilized in mon itoring reserve activity a nd posi t ion. 

I 

I 

I 
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(g) Reserve Deficienc y - J\n inadequacy in the reserve o f u 

cat egory as evidenced by a compa rison of that reserve indicated as 

necessary unde r c urre nt projecti ons of life and salvage ~ith that 

reserve h is t o r ical l y accrued . The latter figure may be ava i lable 

fr om the company ' s r ecords or may require retrospective calculation. 

(h) Reserve Surplus - An e xcess i n the r eserve of a category as 

ev idcnced by a comparison of tha reserve indicated as necessary 

under curre nt projections of 1 ife and salvage with that reserve 

historically accrued . The latt e r figure may be available fr om the 

company ' s r ecords o r may r equi re retros pec tive calculation . 

( i) Sa l vage Data - Historical data by study ca t egory s howi ng 

boo kings of retirements, grcss salvage and cost of removal used in 

a na lysis of trends in gross salvage and cost of remova 1, o r f or 

calculatio ns of realized salvage . 

( j ) Theoretica l Res erve o r Prospective Theoretica l Reserve - A 

calcu lated r eserve based o n components of the proposed rute , usinq 

the formula: 

Theoretical Reserve - Book Investment - Future Accruals- Fututc 

Ne t Sa lvage 

(k) Vinta ge - The year of placemen t of a group of plant items or 

investment unde r s tudy . 

(l) Whole Life Me thod - The method of calcu lating a deprec idtion 

rdte based on the Whole Life (Average Service Life) and the J\veraqc 

Ne t Salvage. Bo th life and sa lvage components are the estima cd or 
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calculated composite o realized experience and expected act1vity . 

The formula is : 

Whole Life Rate 100\ - Average Net Salvage\ 

Average Service Life in Years 

(2) (a) No utility may change any existing depreciation rate or 

i nitiate a ny new depreciation rate without prior Commission approval . 

(b) No utility may reallocate accumulated depreciation r eserves 

among any primary accounts and sub- accounts wi thout prior Commiss i on 

approval. 

(3) (a) Each utility s hall maintain depreciation rates and 

I 

accumulated depreciation reserves in accounts or subaccounts as I 
pre scri bed by Rule 25-4. 0174 , F . A. C. Utilities may maintain fu rther 

sub- ca t egorization . 

(b) Upon establishing a new account or subaccount 

classification , each utility shall request Commission approval of a 

d epreciation rate for the new plant category . 

( 4) A utili ty filing a depr eciation study , regardless if a 

c hange in rates is being requested or no t, shall submit to the 

Commission Clerk ' s Off1ce the original and fifteen ~en copies of the 

informatio n required by paragraphs (6) (a) through (6) .!.h.l. f9+ of 

this rule a nd at least three cop ies of the information r equ ired by 

paragraph (6) iil ffl+ . 

( 5) A~e reequ~-t:--<»- e ueil ity-ofld y upo n Commission approval I by order establishing an effective date, the utility may r eflect on 
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its books and records the implementation of the proposed rates, 

subject to adjustment when final depreciation rates are approved. 

( 6 ) A deprecia t ion study shall include : 

(a) A comparison of current and proposed depreciation rates and 

components for each category of depreciable plant. Current rates 

s hall be identifi ed as to the e(fective date and proposed rates as 

to the proposed effective date . 

(b) A comparison of a nnual depreciation expense , as o f the 

proposed effective date, resulting from current rates with the 

expense produced by the proposed rates for each category of 

depreciable plant. The pla nt balances may involve est i mates . 

Submitted d ata includ ing p lant and reserve balances o r company 

pl a nning involving estimates s hall be brought to the effect ive date 

of the proposed rates . 

(c) A comparison of annual deprec iation expense resulting from 

current rates with the expense produced by the proposed rates 

allocated to inte rstate t oll intrastate toll and other, based on the 

12 month average plant balance co inciding with the accounti ng period 

in which proposed depreciation rates arc to become e(fcctive . 

(d) Each recovery and amortization schedule currently in e ffec t 

should be include d with a ny ne w filing s howi ng t o tal amount 

amor tize d , effective date . length of schedule . annual amount 

amortized and reason for the sche du l e. 

(d~) A comparison of the accumulated book reserve to the 
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prospective theoretical r eserve based on proposed rates anJ 

components for each ca t egory of depreciable plant t o whi c h 

depreciation rates are to be applied . 

(ef) A general narrative describing the service environment of 

the applicant company and the factors, e.g ., growth, technology, 

physical conditions necessitating a revision in rates . 

(~) An explanation and j ustification for each study c ategory of 

d epreciable plant defining the specific factors that justify the life 

and salvage components and rates being proposed . Each explanation 

and justification shall include substantiating factors utilized by 

I 

the company in the design of the depreciation rates for the specific II 
category , e.g., company planning , growth, technology, physical 

conditions and trends . The explanation and justification s hall 

discuss any proposed transfers of reserve between categories or 

account s intende d to correct deficient or surplus reserve balances . 

It s ho u ld also state any statistical or mathematical methods of 

analysis or calculation used in design of the category rate . 

(~h) The mortality and salvage data used by the company in the 

depreciation rate design must agree with act~vity booked by the 

utility . Unusual transactions not included ir. life or salvage 

studies, e.g., sales or extraordinary retireme nts, must be 

specifically enumerated and explained . 

( h jJ Th e filing shall contain all calcu lations , analysis and I numerical basic data used in the des ign of t he depreciation rate for 
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each category of depreciable plant . Numeric al data s hall i nclude 

plant activi ty (gross addition s , adjustments, r etirements and plant 

balance at e nd of year) as well as reserve activity ( retirements, 

accruals for depreciation expense , salvag e , cost of r emoval, 

adjustments o r transfers and reclassifications, a nd r eserve balance 

at e nd of year) for each year of activity from the date of the la~t 

submitte d s tudy to the date of the present study . To the degree 

possible , data involving retirements should be aged. 

(7) (a) Uti 1i ties sha 11 provide calculatio n s of d e preciation 

rates using both the whole life me thod and the r emaining l ife met hod . I The use of these methods is r equired for all depreciable catego~ies . 
Compa n ies may submit additional s tudies o r methods for consideration 

by the Commission . 

(b) The poss ibi 1 i ty o f correct i ve reserve transfers shall be 

investiga t ed by the Commission prior to changing d epr eciation ra t es . 

( 8 ) (a) Each company shal l fil e a study for each category of 

d eprec iable property for Commission r eview at least once every three 

y ears from the s ubmiss ion date of the prev ious study unless otherwise 

r e quire d by the Commission . 

(b) A uti lity pro posing a n ef f ective date of the be ginning of 

i t s fi scal yea r s hall s ubmit its d epr ec iation s tudy no later than the 

mid-poin t o f t hat fiscal yea r . 

I (c) A utility proposing an effect ive date coinciding wi th the 

expected d a t e of additional r evenues i nitiated through a ra te case 
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proceeding shall submit its depreciation s t udy no later than the 

filing date of its Minimum Filing Requi r ements . 

(9) Included as part of ~'c~n~~ the annual 

report filed pursuant to Rule 25-4 . 018 , f . A. C . , each company shall 

provide Schedule B-5a. Analysis of Plant In Service . and Sch edule B-

5b . Analy sis of Accumulated Depreciation fil e a n ann~al status ~epo~t 

Schedule 8 - Sa ~he ~epo~t s hall include booked 

f plant activity.._ !plant balance at the beginning of the YNL.. 

addit i o n s , ad justments , transfers, reclassifications . r etirements, 

I 

£ill! plant balilnce at year end.L_ e-nd ~ese~ ..,.e balanc e at yea~ endt I 
Schedule B-5b shall inc l ude &nd reserve activity (reserve balance at 

the beginn ing of the year . retirements , a ccruals , salvage , cost of 

removal, adjustments , trans fers , r eclassifications and reserve 

ba lance at year end) for each category of investment for which a 

d epr ec i a tion rate , amort i zation schedule . or cap jtal r ecovery 

schedule has been approved . These schedules 'P~~ shall 

indicate for each category tha t (a) h e r e has been n o c h ange of 

plans or utility experience r equiring a r e vi sion of rates.._ 

amort ization . or capita l recovery schedules or (b) there has been a 

change requiring a revision of the rates , amortization . o r capital 

r ecovery sched~ . For each ca t egory whe re c urrent condit ion s 

indicate a need for r evision of depreciation rates , amort iza t ion . o r I capital recovery schedules and no r evision is sought , the repor t 
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shall explain why n o rev1sio n is r equested. 

Speclfic Authority : 3 50 .1 27 (2 ) , F . S . 

Luw Imp l emente d : 350 . 11 5 , 364.03 , F. S . 

~ 
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History : Ne w 9/8/81 , Amended 1 2/13/83 , 1/3/85 , formerly 2 5 -4 . 175 , 

Amended 4 /27/88 , 
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