











FLIORUDA PUDLIC UTILITIES CYPANY, Marusross Elcctrsc Doy rinan
1997 Deprecimion Stady. Doc § #20537-E1

7. - Continved
The ($6,266) mansfer out of plant represents i lew iemns that were initially
charged to plant instead of the storm seserve when purchased. These items were
comrectly included in the subsequent $17.299.73% charpe-out from the storm

reserve, discussed above.

The adjustment to reserve is comprised of two events  Fhe reserve was reinstated
by $6,581 from the storm reserve for the anginal value of the items retired.

The remairing $1,823 increase to reserve represents a transfer from the storm
reserve for cost of removal due 10 Hurricane Opal

b. The negative salvage results from the removil cost and cost of disposal being
substantially grester than any salvage reahzed. 1 is the policy of FPUC to charge
cost of removal only when the cost is the result of removing transformers for the
purpose of being retired.  Additionally, retired transformers require high costs for
disposal and/or decommissioning and associated transportatton. During the pericd
covered by this depreciation study. there were transformer disposal testing and
several large disposals of transformers. it s expected that future cosis of disposal
will be less than indicated by this panticular study

StafY did not indicate a proposed nct salvape rite for this account. The Company
would request that due to the unusually high disposal costs, discussed above, the
net salvage rate remain at the current level of negative 10%. 1t is felt that thes
rate, which is equal to the current industn averape, would be appropriate untsl
further activity can be mecasurcd

8 Account 369 (Services):

a The adjustmem inceeasing the reserve by $850 15 the rosult ol a sale ol serap.

b. At January 1, 1997, Account 3649 - Seniaces. comsisted of 76 89% Overhead
Services and 23.11% Underground Services,

c. Since engineering parameters and work micthods are not eapected 1o change
sig nficantly in futare years, i is expected thit remos al costs will reioin constant.
The Cumpany agrees with the SafTs proposisl of a Net Salvage factor of negative
20%.

d. The Company agrees with the Stafl™s proposal of a M) year seovice hife
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FLORIDA PUBLIC UTILITIES COMT ANY, Marianna Electric Division
1997 Depreclacion Srudy, Doc# 970537-E1

9.

10.

11,

12.

Account 370 (Meters):  Over the past few years, 1t has been necessary 1o identify and
retire many older (lower cost) meters and many inaccurate meters. It was determined that
it would not be economical to rebuild the particular meters involved. It is expected that
the net salvage percentage would decrease somewhat over the next several years since a
vast majority of the old and inaccurate meters have been retired

Account 371 {(Meters): The Company acknowledges the Statl™s response; however, we
would like to request the net salvage rate be adjusted to 15%5 instead of the proposed
10%. It is felt that a 5% reduction would be appropriate until further activity can be
measured and it still remains a move more towards the industry average.

Account 373 (Street Lighting):

a.

The $51.77 adjustment increasing investment represents the new plant at the
original value of replaced plant that was damaged i the result of Hurricane Opal.

Cost of New Plant $136.09
less Storm Reserve Contribution 84.32
Bonk Value of Replacement Jlems $ 51.77

The $52 increase in the reserve resulted when the reserve was reinstated from the
storm reserve for the original value of the items retired

The Company agrees with the Swuaff"s proposal ol a 25 year service lile.

The Company acknowledges the Stafi’™s response; however, we would like to
request the net salvage rate be changed to nepative S%o instead of the suggested
negative 15%. It is felt that a [0% reduction would be appropriate for this
depreciation study period until additional futare activity can be measured and it
still remains 8 move more towards the industry imverape

This entry represents the procecds from the sale of an aomaobile. The relirement
of the vehicie is included in the $40,378 retirements

Of the scvera! vehicle retirements that were posted dunng 1996, only une salvage
was posted during 1996. The salvage for the remaming rtirements were posted
during 1994 and 1995. Sce¢ response (0 12a and [ 2¢ for addivonal details.
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FLORIDA PUBLSC UTILITIES COMPANY, Marianna | lccifi [svinon
1997 Deprodation Study, Doc # 97053 7-E]

12. - Continued
c. The $88,760 represents relitcments of Heavy Trucks for 1996, For the items
retired during 1996, $23.85( of salvape was recorded in 1995, See response to

12e for additional details.

d. See response to 12¢ for additional details

e Scc the attached Exhibit N, Transportation - In Service, Retirements, Salvage

for additional details regarding the above items.

The Company uses the policy of replacing heavy vehicles after 10 years of
service. Cars and light trucks are replaced afler five years of service.

13.  Account 397 (Communication Equipment): Communication Equipment is prescntly

comprised of Fixed 2-Way Communication Fquipment uf $15,450, Mobilc and Hand-
held 2-Way Equipment of $45,142; Iclephone System of $6.287, and miscellaneous

communication equipment of $81().

It is anticipated that within the next few years all 2-way communications equipment will
be replaced. The system’s mobile equipment will be purchased and a monthly usage fee
will be paid to a third-party vendor. Due to rapidly changing technology and a
commensurate lower equipment quality it is anucipated that the system will have a useful
life of approximately 10 years.
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