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FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 990707-E1 

RULE NO: RULE TITLE: 

25-6.0142 Uniform Retirement Units for Zlectric Utilities 

NOTICE OF CHANGE 

Notice is hereby given that the following changes have been made 

to the proposed rule in accordance with subparagraph 

120.54(3) ( d ) l . ,  F.S., published in Volume 25, No. 28, July 16, 

1999, issue of the Florida Administrative Weekly: 

The definition for average inventory cost in paragraph ( 2 )  (a) has 

been changed to the following: 

( 2 )  For the purpose of this Rule, the following definitions 

shall apply: 

(a) Average Inventory Cost - An estimate of original 

material cost for a group of items having similar 

characteristics. 

Parenthesis have been placed around each of the account numbers 

from the Uniform System of Accounts that are discussed in the 

rule. 



STATEMENT OF CHANGES 

The Staff of the Joint Administrative Procedures Committee 
provided a comment letter concerning the Commission's proposed 
amendments to Rule 25-6.0142, F.A.C. 

JAPC commented that the last two sentences of the definition 
of "average inventory cost" in paragraph (2) (a) should be changed 
because they were vague and vested unbridled discretion in the 
agency. In response, the Commission struck both sentences from 
the rule. 

JAPC also recommended that parenthesis should be placed 
around all Uniform Systems of Accounts numbers listed in the 
rule. The Commission made this change. 
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2 5 - 6 . 0 1 4 2  Uniform Retirement Units for Electric Utilities. 

(1) The rules and definitions set forth below are intended 

to establish uniform retirement units and establish 

capitalization versus expensing guidelines for electric utilities 

and do not relieve any utility from maintaining its accounts and 

records in conformity with the Uniform System of Accounts 

prescribed by the Code of Federal Regulations, Title 18, Chapter 

I, Subchapter C, Part 101 as adopted by Rule 2 5 - 6 . 0 1 4  except as 

provided in subsections ( 2 )  through ( 1 2 )  of this rule. 

( 2 )  For the purpose of this Rule, the following definitions 

shall apply: 

(a) Averase Inventory Cost - An estimate of orisinal 

material cost for a qroup of items havins similar 

(b) Book Cost - The amount at which an item of proDertv is 

included in a plant account, includins the costs of all labor, 

material, and associated installation. 

(c) Cost of Removal - The cost of demolishins, dismantlins, 

removins, tearinq down, or otherwise disDosins of electric plant, 

includins the cost of tranmortins and handlins. 

(d)_JW- Cradle-To-Grave Accounting - An accounting method 
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which treats a unit of plant as being in service from the time it 

is first purchased until it is finally junked or 

disposed of in another manner. Any time spent Thz p z r  icd in shop 

for refurbishingT or in stock/inventory awaiting reinstallation 

is treated as being in service. 

MJ&+ Item - A single identifiable unit of utility plant. 

Capitalization criteria shall apply to the single item and not to 

a block or group of such items purchased on one order. 

=+e-)- Minor Item - Any part or element of plant which is 

not designated as a retirement unit, but is a component part of 

the retirement unit. 

mw Retirement - The removal, sale, abandonment, 

destruction, or other removal A r e t i r b ~ z t  ;;=it c r  czrep. lzcA 

FR1zcr 1 t w h 1 e h  h2z k e z  rb=zc1, =ld, zk-2, ~ b z t = Y ~ ~ /  

c t h c w ~ z c  rbaw+& from service of a retirement unit or unreplaced 

minor item, except where #E& removal is of a ltcradle-to-gravell 

item. 

In\  nxl- n - - t  TLm L 4 " L  -LULL U A A  -- I C - ~  :ew W L  -?c p& n- 

n m  7 3  h - -  - - -.-e --- -e --e - 1  --- 4- - ---e- - F - 1 1  19L-- 
- L A A ~ - L C I U ~ U  AIL u p - L u A & L  ULL A A L ,  - L * A b - L u u - L ~ ~ y  c . A A b  b w - c -  - A  UL-L -LUU"&/ 

FGtcr;zl, zz2 2zLJee12te2 1 z z t z l l z t 1 c z .  

n- e m - - . - -  A -- -+L--T.----  J9-n --- -g -l--+r;c - l z ~ * t  " r r l y ,  L b u - c - L A A y  u -A -C-IILIV.IA.YL Ur-r -L b b b C -  

n " l r r J - n r r  tL- ---e -F e-------+--- --J L- 
A A A b  I UU-L 

( 3 )  All utility plants shall be considered as consisting of 

retirement units and minor items of property. Each utility will 
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implement a list of retirement units in conformity with the 

Commission's "List of Retirement Units (Electrical Plant) as of 

January 1, 2000 M ~ r c h  3 2 ,  1327 (hereinafter referred to as 

"List"), which is published by the Commission and is incorporated 

herein by reference. A copy of the List may be obtained from the 

Director of the Division of Auditins and Financial Analysis, 

Florida Public Service Commission, 2540 Shumard Oak Boulevard, 

Tallahassee, Florida 32399-0850. The List must be imDlemented 

bv each utility as of the beginning of the next fiscal year 

following the date the List was last updated -tic;; cf this 

e. A utility may further subdivide retirement units in order 
to achieve a list more reflective of common, major replacement 

items providing that the cost of the additional subdivided unit 

is $1,000 $-%-Q or more. The Director of the Division of Auditing 

and Financial Analysis, Florida Public Service Commission, shall 

be notified annually of additions and subdivisions to the 

utility's retirement unit List with explanations of the nature 

and justification. 

(4) The addition and retirement of retirement units as set 

forth in the List - r ~ t e 2  ir, thir: rz l ,? shall be accounted 

for as follows: 

(a) When a retirement unit meeting the capitalization 

criteria set forth in the List as well as that set forth in 

subsection (11) is installed, the total installed cost shall be 

added to the appropriate plant account. Installed cost includes 
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the associated labor, material, and installation cost. 

(b) When a retirement unit is retired, with or without a 

replacement, the book cost of the retiring unit shall be credited 

to the plant account in which it is included and likewise debited 

to the associated account reserve. The cost is to be determined 

from the company's records. If it cannot be, it is to be 

estimated. Any cost of removal and gross salvage associated with 

the retirement shall likewise be debited and credited, 

respectively, to the account reserve. The retirement entry shall 

be recorded no later than two months following the transfer of 

expenditures from Construction Work in Progress (Account 107) to 

Electric Plant in Service (Account 101/106). Associated cost of 

removal charges will be recorded when incurred and gross salvage 

will be recorded when received. 

(c) When a retirement unit is replaced, the cost of the 

replacement should be accounted for in the same manner as in 

parasraph(4) (a) if the cost meets the criterion c r i t c r  i c t  set 

forth in subsection -GW-~F (11). Otherwise, the charge should 

be made to the appropriate expense account. 

(d) When a retirement unit is retired and removed from 

service in conjunction with the installation of a replacins unit, 

the cost of removal of the retirins unit shall be separated from 

the installation cost of the new replacins unit. Cost of removal 

shall be debited to the appropriate reserve account as set forth 

in parasraph (4) (b) . 
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( ( 5 )  The addition and retirement of minor items of 

depreciable property shall be accounted for as follows: 

(a) When a minor item which did not previously exist as a 

part of a retirement unit at a given location is added, the cost 

shall be accounted for in the same manner as for the addition of 

a retirement unit if the intent of such addition is to render the 

affected retirement unit more useful, of greater capacity, or 

increased efficiency. Otherwise, the charge shall be made to the 

appropriate maintenance expense account. 

(b) When a minor item is retired and not replaced, the book 

cost along with any associated cost of removal and gross salvage 

shall be accounted for in the same manner as for the retirement 

of a retirement unit. If, however, the book cost of the minor 

item retired and not replaced has been accounted for by its 

inclusion in the retirement unit of which it is a part, no 

separate credit to the property account or debit to the 

associated account is required. 

(c) When a minor item is replaced independently of the 

retirement unit of which it is a part, the cost of replacement 

shall be charged to the maintenance account appropriate for the 

item, except that if the replacement effects a substantial 

betterment (the primary aim of which is to make the property 

affected more useful, more efficient, of greater durability, or 

of greater capacity), the excess cost of the replacement over the 

estimated cost at current prices of replacing without betterment 
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shall be charged to the appropriate plant account. 

Eual When a retirement unit is retired and it has a 

prospect for reuse, the orisinal or estimated orisinal cost of 

the material subiect for reuse shall be credited to the account 

reserve of the retirinq unit as moss salvaqe with a debit in the 

orisinal or estimated orisinal material cost shall be credited to 

Account 154 with a debit to the appropriate plant account. The 

plant account shall also be debited with costs for new 

installation and labor. 

(b) When it is impractical to determine the orisinal cost 

for each unit subiect to reuse due to the relatively larse number 

or small cost of such units, an appropriate averaqe inventory 

cost that allows for any difference in size or character shall be 

used. The cost of repairins such items shall be charqed to the 

maintenance account appropriate for the previous use. 

(c) Reusable materials consistins of relatively small minor 

items, the identity of which cannot be determined without an 

inventory cost for such new items. The cost of repairins such 

items shall be charsed to the appropriate expense account as 

indicated by previous use. 

o w  The addition and retirement of items such as 
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neters and transformers may be accounted for as cradle-to-grave, 

in which case the cost for refurbishing these items shall be 

clharged to the appropriate expense accounts. 

(8)W Overhead construction costs such as engineering, 

supervision, general office salaries and expenses, construction 

engineering, insurance, taxes, relief and pensions, injuries and 

damages shall be capitalized only if they are directly associated 

with the construction project and 'shall be charged to particular 

jobs or units on the basis of the amounts of such overheads to 

the end that each job or unit shall bear its equitable portions 

of these costs and that the e tire cost of the unit both direct 

and overhead shall be deducted from the plant accounts at 

time the property is retired. 

the 

(slfsf All maintenance costs, whether the work is done by 

the utility or under contract, shall be expensed. Unusual or 

extraordinary expenses can be amortized over a reasonable period 

of time as determined by the Commission. 

equipment and plant in good condition shall be accounted for as 

maintenance expenses. 

costs of material and labor associated with the upkeep of plant 

such as: 

(a) 

The costs of keeping 

Included in this classification are the 

The training of maintenance personnel and the testing 

of equipment and facilities. 

(b) The cost of ordinary repairs, refurbishment, 

repainting, and rearrangements of plant. 

CODING: Words underlined are additions; words in 
type are deletions from existing law. 

- 7 -  



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0  

11 

1 2  

1 3  

1 4  

1 5  

1 6  

17 

1 8  

1 9  

2 0  

2 1  

22  

23 

2 4  

2 5  

(c) Miscellaneous expenses like shop repairs, tool 

expenses, and motor vehicle expenses. 

(d) The cost of performing work to prevent failure, restore 

serviceability, or maintain or realize the life expectancy of the 

plant. 

(e) The cost of repairing material for reuse. 

(f) The cost of restoring the condition of plant damaged by 

attrition, acts of nature, fire, o'r other casualties (other than 

the cost of replacing retirement units). 

(9) The cost of inspecting after repairs have been made. 

(h) Direct field supervision of maintenance. 

(i) The cost of general supervision and engineering 

- - ~ + m - - - - t  r . - - +  -- -n+ - -  m t  - n - - - A - A  
L U L C V U I I L  . . A L A &  A I L  L L b W L U b U .  

(11) A minimum capitalization criterion c r l t z r  i c t  of S 1 , O O O  

$%W is imposed for each retirement unit as set forth in the List 

for the Office Furniture and Equipment, Stores Equipment, Tools, 

Shop and Garage Equipment, Laboratory Equipment, Power Operated 
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