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25-4.0174 Uniform System and Classification of Accounts
Depreciation.

(1) Depreciation rates are to be designed in accordance with
the Uniform System and Classification of Accounts (USOA) and this
rule. The primary accounts listed below are identical to those
prescribed in the USOA. New accounts and subaccounts, as listed
below, are established under these accounts. They are intended to
group together items which are relatively homogeneous in their
expected life and salvage characteristicse, and are for the purpose
of establishing uniformiry among the companies in depreciation
studies.

(2) A company may further develop depreciation subaccounts
within a listed account as appropriate for its plant. No company
shall, however, establish a new subaccount that would represent
less than ten percent 8% of the ‘original primary account.

(3) Notwithstanding Subsection eubseetien (2], a new
subaccount must be established for the introduction of a new
technology, or for the treatment of an obsclescent component of a
current viable technology.

(4) Depreciation reserve, plant activity data, salvage cost,
and costs of removal, respectively, shall be maintained for each
depreciation category for which a depreciation rate is to be
developed. This shall be done on the books of the company.

(5) The following accounts and subaccounts, where applicable,

ghall be used in the design of depreciation rates.
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(a) Support aggets.#Assets, Account 2110. The following
accounts shall be used:

1. Motor vehicleg ¥ehieles, Account 2112. The following
subaccounts shall be used,

a. Passenger cars and light trucks. This account shall
et i ; f . : ] )

b— Light trueke— This subaceount—shall inelude—trueke—ef
ene pen—in—copacityor—tese

be. Heavy trucks and special pursose vehicles. This

subaccount shall include trucks of greater than one ton capacity.

cd. Tractors and trailers.

2——Epeeial—Purpese—Vehieles—hecount—2ii4~

23. Garage work eguipment Werk—Equipment, Account 2115. This
account shall include tools and equipment used to maintain

vehicles, d—shall—be—used—for—gepreciation—studies—oniy if—the

34. Other work eguipment wesk—Egquipment, Account 2116. This

account shall include power operated eguipment, general purpose
tools, and other such work eguipment items,

45, Buildings, Account 2121. Buildinasareto-be-assigned—to
subaecountea—in-aceordance—with—theirpotentialirfepatterno—in-the
uBc—ﬁP—FhEﬂ&pﬂﬂi{i£~96mpaH?%—HEHQQEQEedHﬂHbﬂeﬂﬂuﬂf—gfﬁﬂpéﬂgﬁuﬂff—&ﬂ
et Lewwes o

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

s F s




10

11

12

13

14

LS

16

17

i8

19

20

21

22

23

24

a—Headguarters buildings—whieh—inelude primary ewitehing
eenter—building—and—multipurpese—buitdinge—such—an—butidinan

hﬁﬂﬂ%ﬂg——feH9Ee_—ﬂH*EEh&fﬂT——ﬂhedﬂT——prEﬂEer——huE31m—&ﬂd——%eﬂﬁEd
guartere

5&. Furniture, Account 2122,

€7. Office eguipmen® Bgwipment, Account 2123. The following
subaccounts shall be used:

a. Office pupport equipment Guppeort—bquipment . This
subaccount shall include office devices such as typewriters, cash
registers, check writers, calculating, reproducing, addressing,
billing, blueprinting, and other office machines.

b.  Company communicatiohs  eguipment Communieations
B pament . This subaccount shall include CPE and PBX eguipment
installed for official company use.

78. General purpose computers ~Purpese—Coemputers, Account
2124.

(b) Central gffice switching effiee—-Bwitehing, Account 2211.
The following accounts shall be used:

1. Analog electronic switching Bleetronietwitehing, Account
2211. This account shall be established for analog switching

equipment and peripheral gear. It shall include equipment serving

analog switchers that is wused solely for recording calling
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telephone numbers in connection with customer dialed charged
traffic dial tandem switchboards and special service swi.chboards
used in conjunction with private line service. It shall not
include switchboards, and integral equipment t}ereof, which perform
an operator assistance function.

2 Digital electronic switching Bleetronte—Ewrtehing,

Account 2212, This account includes investments in digital

switches.

remote—and—digital-—ewitehes,—respeetively- This switching account

shall include equipment serving digital electronic switchers that
is used solely for the recording of calling telephone numbers in
connecticn with customer dialed charged traffic dial tandem
switchboards and special service switchboards used in conjunction
with private line service. It shall not include switchboards, and
integral equipment thereof, which perform an operator assistance

function. Major components such as hardware, processors, and iime

cards that are expected to live substantially different from the
remaining switch investment ghould be considered as gubcomponents
T Rays e \ . —i e ] fividual

develeop the rate for Lhe Ehat account er—subaceount.

3. Electromechanical pwitching 6witehling, Account 2215.
This switching account includes investments in gtep-by-gtep step-by
step or crossbar switchers. It does not include digital compatible

equipment that is expected to live beyond the calculated life of
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electromechanical switching. Such investment shall oe in a
separate subaccount or included as a subcomponent used to develop
the rate for the account or subaccount. This azcount also does not
include switchboards which perform an operator assistance function
and equipment which is an integral part thereof. It shall include,
however, equipment serving electromechanical switchers that is used
solely for the recording of calling telephone numbers in connection
with customer dialed charged traffic dial tandem switchboards and
special service switchboz:-ds used in ronjunction with private line
service.

{c] Operator gygtems Syetems, Account 2220. This account

shall include such charges as directory assistance, call intercept,

and other operator assisted call completion activities. Fres
feilowing—subaccounta—shall—be—useds
et oo —atid -

P—PBigitalor digital——eempatibles

{d) Central office - transmission effiee— TFranomissien,
Account 2230. The following accounts shall be used:

5 Sy Radio pystems &ystems, Account 2231. The—foliowitma
aubascounte—shalt—bo—used-

e rowaye—Rad- o —ard

b——Mobile—Radio-

2, Circuit eguipment EBguipment, Account 2232, This
investment shall be subcategorized in accord with the planuing of

the company, to be separated between the following:
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a. Analog FThat—pertion—planned—fer—retirement;

b. Digital That—pertien—eensidered—viabie—withn—the
ter b e doe ik and

c. That portion associated with optic technology.

(e} Information grganization or termipation Organigations
Terminatien, Account 2310. The following accounts shall be used:

14. Public telephone eguipmhment TFelephone—Baquipment. This

account shall include coinless, coin-operated (including public and

semi-public), credit card, and pay telephones.

25. Other regulated station eguipment ~Regulated—Etation
Frpep ettt This account shall include private line ether
miseellaneeus equipment, telecommunication devices for the deaf, E-

W rri ipm

the customer‘s premises aosoeiasted—with—reguiated —perviec—pot
ineluded in——threugh—4i—abeve.

{(f} Cable and wire facilities Wire—Faeilities, Account 2410.

The following accounts shall be used:
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L Poles, Account 2411.

2. Aerial cable €able, Account 2421. The following
subaccounts shall be used:

a. Metallic. This investment shall be further
subcategorized in accord with company planning; and

b. Fiber.

3. Underground cable €able, Account 2422. The following
subaccounts shall be used:

a. Metallic. This investment shall be further
subcategorized in accord with company planning; and

b. Fiber.

4. Buried cable &able, Account 2423, The following

subaccounts shall be used:

a. Metallic. This subaccount shall be further

subcateaorized in accord with company planning; and sepbereoatcod s

foliowgs

(i Nenfilled )

i) Pilled ‘ .
4t Further subecateqgoripat-ten—shall be—made—inaccord
Lo ; .

b. Fiber.

B Submarine c¢able &€abde, Account 2424. The following
subaccount shall be used:

a. Metallic. This investment shall be further

subcategorized in accord with company planning.
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b. Fiber, -

6. Intrabuilding petwork cable Network-Eable, Account 2426.
The following subaccounts shall be used:

a. Metallic. This investment shall be further
subcategorized in accord with company planning; and

b. Fiber

7. hAerial wire Wire, Account 2431.

B. Conduit gystems &ystems, Account 2441.

(6) Depreciation rates used afte: July 1, 1906, dJahuary—37
3588 shall be based on the account classifications in the USOA and
this rule. In implementing these rates the following procedures
shall be followed:

la) Reserve activity data, plant activity data, salvage
costs, and costs of removal are to be recorded to the new accounts
for activity subsequent to July I, 1996 January 13588,

(b) The separation of investments and reserves under prior
accounts into balances relating to new accounts and subaccounts
under this rule may require estimation. Where wvintaged
distributions are maintained, separation intoc accounts and
subaccounts may require synthesization.

(c}) If an existing account, in the opinion of the Commission,
is essentially compatible with an account listed in this rule, that
account shall be deemed to be in compliance with this rule.
Specific Authority 350.127(2) FS.

Law Implemented 350.115, 364.17 F5.
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History--New 4-25-88, Amended

25-4.0175 Depreciation.

(1] For the purposes of Part II #&his—paxt the following

imeg

definitions shall apply
under rate of return requlation:

{a) Category or Category of Depreciable Plant - A grouping of
plant for which a depreciation rate is prescribed. At a minimum it
should include each plant account prescribed in Rule 25-4.017,
F:hC.

ib) Average Service Life - The period of time that the given
tvpe of eguipment, on averaae, can be expected to prudertly and

micall = ] bli

1)+ Embedded Vintage - A vintage of plant in service as
of the date of study or implementation of proposed rates.

4e—EgqualLife—Group—Method——The—methed—ef—ealewiaiina—
ehegrresos bttt —ra b e —d i b ey —Ehe st e by B e et

: ; : . ! ; . ; tivided—into

Ehre o d borw b np e e
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Aecrials —in—Years
A RO B
B—ap—a5—6H25—625
e po—3H—PO——E26
Yintage—
Forate—&05——655—64—E64—628
(d) Mortality Data - Historical data by study category

showing plant balances, alditions, ad, ustments and retirements,
used in analyses for life indications or for calculations of
realized life. Preferably, this is aged data in accord with the
following:

1. The number of plant items or equivalent units (usually
expressed in dollars) added each calendar year.

2. The number of plant itéms retired (usually expressed in
dollars) each year and the distribution by years of placing of such
retirements.

3, The net increase or decrease resulting from purchases,
sales, or adjustments, and the distribution by years of placing of
such 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) Remaining Life Method - The method of calculating a

depreciation rate based on the unrecovered plant balance, less
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average future net salvage and the average remaining life. The

formula for calculating a Remaining Life Rate {(RLR) is:

frabes et Average Remaining Life in Years

{f)] Reserve Data - Historical data by study category showing
reserve balances, debits and credits such as booked depreciati .
expense, sSalvage and cost of removal, and adjustments to the
regserve utilized in monitoring reserve activity and position.

(g) Reserve Deficl!ency - An i.adequacy in the reserve of a
category as evidenced by a comparison of that reserve irdicated as
necessary under current projections of life and salvage with that
reserve historically accrued. The latter figure i.ay be available
from the company's records or may reguire retrospective
calculation.

{h) Reserve Surplus - An exress in the reserve of a category
as evidenced by a comparison of that reserve indicated as necessary
under current projections of life and salvage with that reserve
historically accrued. The latter figure may be available from the
company's records or may reguire retrospective calculation.

(i) Salvage Data - Historical data by study category showing
bookings of retirements, gross salvage and cost of removal used in

analysis of trends in gross salvage and cost of removal, or for

calculations of realized salvage.

{(§) Theoretical Reserve or Prospective Thecretical Reserve -

A calculated reserve based on components of the proposed rate,
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using the formula:

Theoretical Reserve = Book Investment - Future Accruals
Future Net Salvage

(k) Vintage - The year of placement of a groip of plant items
or investment under study.

(1) Whole Life Method - The method of calculating a
depreciation rate based on the Whole Life (Average Service Life)
and the Average Net Salvage. Both life and salvage components are
the estimated or calculated composite of realized experience and
expected activity. The for.uula is:

Whole Life Rate = - Av [ 4
Average Service Life in Years
(2) {a) : i i v es,

established by the Commission, may be used by small LECS regardless

of the depreciation methodology utilized, The ranages for basic
1if : Y ] £ 11 ] fol) ) 1
] _ ; R L
. i el : : L
Ranges of Basic Life and Salvage Values for

Small Local Exchange Companies
AVERAGE SERVICE LIFE NET SALVAGE
ACCOUNT _ {Yeoars) {Percent)
GENERAL SUPPORT ASSETS
Motor vehicles
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Heavy trucks & special

purpose vehicles 8 - 11 5 -10
Buildings 32 - 3¢ =5
her w 7 yr. Amortizat.on
Furniture 10 yr. Amortization
Qffice machines 2 yr., Amortization
Computer eguipment S yr. Amortization
CENTRAL QFFICE ASSETS
Digital switching 13 - 16 o_- &
Operator systemsg 8 - 10 0 --__3
Radio 19 - 12 i5) - ¢
Circuit

Analog 8- 10 A5 = 0
Digital < 10 - 12 9 - 5
ON TS
Public telephone eguipment 8 - 10 Sl
Qther L R 0 - B
WIRE

Polen 20 - 22 (60) - (40)
Aerial cable

Metallic 18 - 20 {30) - (20}
Underground cable
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mmi i v

(3) (a) Each company wueidity shall maintain depreciation
rates and accumulated depreciation reserves in accounts or
subaccounts as prescribed by Rule 25-4.0174, F.A.C.._ and ag setl
forth in Paragraph (2)(a) of this rule, Companjies beilities may
maintain further sub-categorization. -

(b} Upon establishing a new account or subaccount

claggification, each company weiliey shall reguest Commission
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approval of a depreciation rate for the new plant category.

(c) B any’'s_current average servica life is that which
has been approved by the Commission apnd_an effect as of the
effective date of this rule. To determine if a company's current

v v W ished range, current

av v i er 1 pe

- 1.4 rounds to 1.0 ; 1.5 - 1.9 younds to 2.0,)
14) If the company's proposed and current average gervice

lives for a qiven account are within the rapges established :in

™ i i 1 e

I i ! alv values

for a given account are within the ranges egtablished in Paragraph

(2) {a), no additional support for those values shall be required,

The company shall submit to the Division of Records and Reporting

the original, five hard gcopies, and a diskette of the information

outside of the ranges established in Paragraph (2) (a) of this rule

L1 €514 ; . s ) .
raEee—+&—he*né—feqaeQEed—ar—nefT shall submit to the pPivisicn of
Records and Reporting Cemmission—Clerkie—Offiee the original ang
five hard copies, and a diskette fifteen—eepies of the informaticn
required by Subsection (10) paregraphe—{&i-tal—threvgh—t6Hth of
this rule and-at—least—three—esopieas—of-the-information required—by
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paragraph—46-a .
16} 45+ nfter filing a petition for a chapge in depreciation
R 13 i bliohi T
date, the company wiiliey may reflect on its books and records the

prelimipary implementation of the proposed rates pse
effective date.~ These rates are subject to Commiggion approval

(7) Any party protesting a Commission approved depreciat.ion
]jfﬂ or Eﬂ]]fﬂgg Hﬂl”ﬁ Hhﬂl] Carry Ihﬂ bHIdEn Q{ EIQE“ e
v the

. i pl 2 E )
(B)+6+ A depreciation f£iling study shall include:

{a) A comparison of current and proposed depreciation rates
and components for each category of depreciable plant. Current
rates shall be identified as to-the effective date and proposed
rates as to the proposed effective date.

{(b) A comparison of annual depreciation expense, as of the
proposed effective date, resulcing from current rates with the
expense produced by the proposed rates for each category of
depreciable plant. The plant balances may involve estimates
Submitted data including plant and reserve balances or company

planning involving estimates shall be brought to the effective date

of the proposed rates.
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lc) +6+ Each recovery and amortization schedule currently 1in
effect should be included with any new filing showing total amount
amortized, effective date, length of schedule, annual amount

amortized, and reason for the schedule.

{d) 44 A general narrative describing the Bservice

environment of the applicant company and the factors, e.qg., growth,
technology, and physical conditions necessitating a revision in
rates,

(9} If a company's currepnt average gervice life or salvaage

Vv \ ! wi

{a)+e+ An explanation and justification for each study
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category of depreciable plant defining the epecific factors that
justify the life or emrd salvage components and rates being
proposed. Each explanation and justification shall include
substantiating factors utilized by the company in the design of the

depreciation rates for the specific category, e.g., company

planning, growth, technology, physical conditions, and trends. The

explanation and justification shall diseuss—any prepesedtransfers

state any

statistical or mathematical methods of analysis or calculation used
in the design of the category rate.

Ab) +h) The mortality and salvage data used by the company
in the depreciation rate design must agree with activity bocked by
the utility. Unusual transactions not included in life or salvage
studies, e.g., sales or extrdordinary retirements+ must be
specifically enumerated and explained.

le) 4+ The filing shall contain all calculations, analysis

and numerical basic data used in the design of the depreciation

rate for each category of depreciable plant. Humerieal-data—shald
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To the degree possible, data invelving retirements should be aged.

{114+ (a) Companies Heilities shall provide calculations
of depreciation rates using either beth the whole life method gr
and the remaining life method. The use of one of these methods 1is
required for all depreciable categories, COMPrir-eo—Mayp—er bt

o n i i reciati doloo

(12) When a company elects whole life methodology, no

recovery of reserve imbalances will be considered for depreciation
purposes. This methodoleogy is ndt reserve gensgitive.

{13) W inj ife the
following apply:

(a) 7 = e i o £f . .
determinina a remaining life based on its average service life

selection, shall notify the Director of the Division of Auditing

and Financial Analysis, by letter, three months prior to the

o ‘e £il] ,

(b} The possibility of corrective reserve transfers shall be

investigated by the Commission prior to changing depreciation

rates.
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{14) (a) 4t A company weiliey proposing an effective dare
of the beginning of its fisc.l year shal) submit its petition for
a change ip depreciation rates depreeiatien—study no later than the
mid-point of that fiscal year.

Ab) 4et A company uwtility proposing an effective date
coinciding with the expected date of additional revenues initiated
through a rate case proceeding shall submit its petition for a
change in depreciation rates depfeeiatien—etudy no later than the
filing date of its Minimum Filing Requirements.

{15)483 Included as part of the annual report filed pursuant
to Rule 25-4.135 254838, F.A.C., each company shall provide
Schedule B-3 B—5a, Analysis of Plant In Service, and Schedule B-4
B—&b, Analysis of Accumulated Depreciation. Schedule B-3 B—5a
shall include booked plant activity (plant balance at the beginning
of the year, additions, adjustments, transfers, reclassifications,
retirements, and plant balance at year end). Schedule B-4 B85k
shall include reserve activity (reserve balance at the beginning of

the year, retirements, accruals, salvage, cost of removal ,
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adjustments, transfers, reclassifications, and reserve balance at

year end) for each category of investment for which a depreciation

rate, amortization schedule, or capital recovery schedule has been

approved. FThese gehedules—shallindicate—for—ecacheategory that

1 m 2me oIl
he
assocjated investment will not be recovered by the time of
i L i {atd
(bl Ti by v (] . e
a
w i i i i f i 'Y

Specific Authority 350.127(2) FS.
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Law Implemented 350.115, 364.03 FS.
History--New 9-8-81, Amended 4-28-83, 1-6-B5, Formerly 25-4.17%,

Amended 4-27-88, 12-12-91, .

25-4.0176 Recovery Schedules to Promote an Economical and Efficient

Telecommunications Network. Fhe-<Commissionencourages—an—effietent

Specific Authority 350.127(2) FS.
Law Implemented 350.115, 364.03 FS.
History--New 9-8-81, Formerly 25-4.176, Repealed .
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